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CALL TO ORDER

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

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

Senator Ben Stevens

Senat or Lyman Hof f man

Al so Attendi ng: REPRESENTATI VE Bl LL STOLTZE; REPRESENTATI VE CHERYL
HEI NZE; REPRESENTATI VE BRUCE WEYHRAUCH; LUCKY SCHULTZ, Staff to
Senat or Dyson; BRUCE TANGEMAN, Fiscal Analyst, D vision of
Legi sl ati ve Finance; CHERYL FRASCA, Director, Ofice of Minagenent
and Budget, Ofice of the Governor; PAT LUBY, Advocacy Director,
American Association of Retired Persons; ZACK WARWCK, Staff to
Senator Gene Therriault; PAT GAMBLE, President and Chi ef Executive
O ficer, Al aska Railroad Corporation, Departnent of Community and
Econom ¢ Devel opnent; DEVON M TCHELL, Debt Manager, Departnent of
Revenue; MARIO LIM GQUY BELL, Director, Division of Admnistrative
Servi ces, Departnment of Labor and Wrkforce Developnent; TIM
ARNOLD, Vice President and General WManager, Coeur Alaska Inc.;
CINDY SMTH, Staff to Representative Les Gara; LAURA GLAlI SER
Director, Dvision of Elections, Ofice of the Lieutenant Governor;
MARK MEYERS, Director, Division of Gl and Gas, Departnent of
Nat ural Resources; ELEANOR WOLF, staff to Representative Beverly
Masek; GREG OCLARAY, Conm ssioner, Departnent of Labor and
Wor kf orce Devel opnment; TI M BENETENDI, Staff to Representative Carl
Moses

Attendi ng via Tel econference: Fromoffnet |ocations: JOHN DUFFY,
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Mat anuska- Susi t na Borough; JIM MCM LLAN, Deputy Director of Credit
and Busi ness Devel opnent, Al aska I ndustrial Devel opnment and Export
Aut hority; From Mat-Su: KEN AXEMAKER, House Comm ttee Chair, ElK's
Lodge; From Anchorage: ANDREE MCLECD; From Kenai: DAN EL LYNCH

SUMVARY | NFORMATI ON

HIR 9-CONST AM APPROPRIATION LIMT

The Comm ttee heard fromthe sponsor, the Division of Legislative
Fi nance, the O fice of Managenment and Budget, and the Departnent of
Revenue. A conmittee substitute was adopted and anended and the
bill was reported from Comm ttee.

HB 10- GROUP HEALTH I NS: PRI VATE GROUPS/ PERSONS

The Commttee heard from the sponsor and an advocacy group. The
bill was reported from Comm ttee.

SB 395- EXTEND AK RAI LROAD TO GREELY/ TASK FORCE

The Committee heard from the sponsor, the Al aska Railroad
Corporation and the Mat anuska- Susit na Borough. Four anendnments were
considered and four were adopted. The bill was reported from
Conmittee

HB 366- ANl MAL CLASSI CS CHARI TABLE GAM NG

The Conmittee heard fromthe sponsor and a fraternal organization.
The bill was reported fromCommittee.

HB 379- OFFI CE OF CI Tl ZENSHI P ASSI STANCE

The Commttee heard fromthe sponsor, the Departnment of Labor and
Wor kf orce Devel opnent, and nenbers of the public. The bill was
reported from Conm ttee.

HB 556- Al DEA BONDS FOR LYNN CANAL PORT

The Commttee heard from the sponsor, the Alaska Industrial
Devel opnent and Export Authority and a mning conpany. The bill was
reported from Conm ttee.

HB 459- ELECTRONI C/ OPTI CAL SCAN VOTI NG MACHI NES

The Comm ttee heard fromthe sponsor, the D vision of Elections and
a nmenber of the public. The bill was reported from Committee.
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HB 531- CONVENTI ONAL & NONCONVENTI ONAL GAS LEASES

The Commttee heard fromthe sponsor and the Departnent of Natura
Resour ces. An anendnment was adopted and the bill was reported from
Committee

HB 489- AVTEC ADM NI STRATI ON

The Conmmttee heard from the Departnent of Labor and Workforce
Devel opnent. The bill was reported from Conmttee.

HB 123- ALASKA WORKFORCE | NVESTMENT BOARD

The Conmittee heard fromthe sponsor. An anendnent was adopted and
the bill was reported fromCommittee.

#HIR9
CS FOR HOUSE JO NT RESOLUTI ON NO. 9(FI'N) am

Proposi ng anmendnments to the Constitution of the State of
Al aska relating to an appropriation limt.

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

Stoltze, "asks the voters to adopt a constitutional spending limt
in the 2004 general election.”

REPRESENTATI VE BI LL STOLTZE testified that the changes contained in
t he proposed conmittee substitute appear sinple and acceptabl e.

Co-Chair Geen noved to adopt SCS CS HIR 9, 23-LS0435\G as a
wor ki ng docunent .

Wthout objection the conmttee substitute was ADOPTED as a wor ki ng
docunent .

LUCKY SCHULTZ, Staff to Senator Dyson, listed the changes contained
in the coonmttee substitute. The first change is on page 1, line 6,
where the words "Subject to (b)" were included, adding the "no
ratchet down" provision, and its inplenentation by law, which is
outlined on page 2, lines 4-8. The second change is on page 3,
lines 9-11, whereas fornerly only University of Alaska tuition
woul d be exenpted from the appropriation limt, this commttee
substitute would allow for the exenption of the foll ow ng.
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An appropriation of noney received as tuition, fees,
contract receipts, or fromother sources apart fromthe
general fund by the University of Al aska.

The third and | ast change occurs on page 3, |lines 28 and 29. The
sumon line 28 is reduced from$3.3 billion to $3.15 billion for
FY 04 in accordance with the change to the University exenptions.
A simlar reduction occurs on line 29 for FY 05. In addition,
Amendnent #2 passed by the House of Representatives 1is
incorporated in page 3, line 30. This anendnent would require
Section 16 to be repealed on July 1, 2009.

Co-Chair Wlken clarified that the ratchet provision contained in
this commttee substitute is the same as the ratchet provision
included in the Senate version of this resolution.

M. Schultz responded they are the sane.

Co-Chair Wl ken asked if the wording of the University receipts
exenptions section is also the sane as the Senate version.

M. Schultz responded they are the sane.

Co-Chair WIlken inquired if the repeal date in this conmttee
substitute is the same as the Senate version.

M. Schultz replied that they are the sane.

Co-Chair WIken asked if the differences between HIR 9 and the
Senate version of this resolution were elimnated with the adoption
of this commttee substitute.

M. Schultz clarified that there are a nunber of other changes that
were made to the House version, which were not made to the Senate
version. For exanple, the fornmula for determning the appropriation
limt contained in this resolution is different fromthat in the
Senat e version.

Co-Chair WIken summarized that the Senate only nmade two changes to
the House version: the no ratchet provision and the change to
University recei pts exenptions.

Representative Stoltze enphasized that he was not responsible for
the amendnment adopted by the House of Representatives body,
establishing the repeal of Section 16. He asserted that he does not
support the repeal.

Senat or Bunde asked how State general obligation bonds would be
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inpacted if this resolution becane |aw.

M. Schultz responded that a slight difference exists between this
resol ution and SJR 3, the Senate equivalent of this resolution. On
page 2, line 28, 29, this resolution, like SJR 3, explains that
State general obligation and revenue bond proceeds would be
exenpted fromthe appropriation limt. This resolution would exenpt
obligations of both revenue and general obligation bonds as
detailed on page 2, lines 30, 31; however, SIJR 3 would only exenpt
obl i gations under revenue bonds, and not obligations under general
obligation bonds. He was unsure of the financial inpact these
vari ations woul d create.

Representative Stoltze added that nenbers of both the nmajority and
mnority parties in the House of Representatives support the
exenption of general obligation bonds because they were voter
approved.

Senator Hoffman asked if page 1, line 10, contained another
difference between this resolution and SJR 3. This line reads,
"seventy-five percent of the sum of the followng," and he had
understood SIJR 3 to read "one hundred percent”. He al so requested a
chart conparing the appropriation limt fornula contained in HIR 9
and SJR 3.

M. Schultz responded that "seventy-five percent” was included in
the original version of HHR 9, and affirnmed that SJR 3 stated "one
hundred percent”. Furthernore, this resolution would use a three-
year sum of factors to determ ne the formula, whereas SIJR 3 would
use a two-year sum of factors. M. Schultz added that an updated
conpari son chart had not been produced.

BRUCE TANGEMAN, Fiscal Analyst, D vision of Legislative Finance,
i ndicated he had not prepared an updated chart as he had just
received the commttee substitute.

Senator Hoffrman indicated a chart on file.

M. Tangeman clarified that the chart being referenced was out of
date. The difference between HIR 9 and SJR 3 would be | ess dramatic
on a chart reflecting this commttee substitute then the difference
denonstrated by the out-of-date chart.

Co-Chair WIken expressed concern about the sizeable Public
Enpl oyees' Retirenment System (PERS) and Teachers' Retirenment System
(TRS) obligation beginning in 2006. He referenced a chart titled
"CS SJR 3 & CS HIR 9 Conpare" dated May 2, 2004 and anot her chart
titled "CS HIR 9 (FIN)" dated May 5, 2004, in asking why a
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di fference existed between the annual growth rates for FY 05.

M. Schultz attributed the difference to the change nmade in the
comm ttee substitute allow ng for broadened University exenptions.

Co-Chair W/I ken asked what the spending |imt would be in FY 06.

M. Schultz referred to cell F8 of the "CS HCR 9 (FIN" chart and
stated that the limt would be $3.393 billion.

Co- Chair W1 ken questioned how nuch the FY 06 Iimt would increase
over the FY 05 spending limt.

M. Schultz responded that the increase would be $143 mllion.

Co-Chair WIlken inquired how far the FY 05 Governor's anmended
budget woul d be under the FY 05 spending limt.

M. Schultz replied that the difference would be $525 mllion.

Co-Chair WIlken asked if the spending limt for FY 06 would be
$668.1 million greater then the FY 05 linmt.

M. Schultz responded that yes, FY 06 would allow a $668.1 mllion
spending limt increase above the FY 05 Governor's anended budget.

Co-Chair W/l ken understood that if this legislation had been in
place in FY 05 the State |legislature would have the authority to
appropriate $525 mllion nore than was actually appropriated. If
the $525 million excess were not spent, it would be added into the
spending limt for FY 06 along with the annual growth rate between
FY 05 and FY 06: $143 million. He then asked if the spending limt
applied to all State spending, or general fund only.

M. Tangenman clarified that the Ilimt would apply to all State
spendi ng.

Senat or Dyson stated that this spending formula is intended to be
based on the anobunt spent rather than the previous spending limt.

M. Schultz confirned Senator Dyson's statenent was correct, but
expl ained that a transition period was built into the fornmula for
FY 04 and FY 05 to set the Iimt amunt. Wthout a transition
period, the spending limt would have | evel ed due to reductions in
State spending in recent years.

Senat or Dyson added that Co-Chair WIken was correct in his earlier
statenents, but only when considering the transition period.
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Co-Chair WIken commrented that the influence of the $525 million
excess in FY 05 would becone less and less as the spending limt
woul d begin to reflect the anmount appropriated in FY 06 and FY 07.

M. Tangenman responded that, yes, the influence woul d decrease over
time if State spending in FY 06 and FY 07 would approach the
spending limts established for those years.

Senat or Bunde asserted that the influence of the $525 mllion
excess would not fully dimnish until the tinme this |egislation
woul d be due to sunset.

Co-Chair WIlken set forth that next year the State |egislature
woul d be faced with a $108 million expense to fund PERS and TRS and
potentially a $100 mllion expense to conpensate for the change in
t he Federal Medical Assistance Percentage (FMAP). This $208 million
spending increase would be deducted from the $668.1 nllion
spending limt increase for FY 06 over the FY 05 |limt. He added
that a chart detailing the differences between this conmttee
substitute and SIJR 3 woul d be useful.

M . Tangenan offered to prepare the chart.

Senat or Hof f man suggested that funding for PERS and TRS be exenpted
from the spending |limt because the State |egislature could not
control those expenses.

Representative Stoltze responded that deciding whether to exenpt
PERS and TRS is a judgnent call. If too many exenptions were nade
the spending limt woul d becone neaningless. This | egislation nust
consi der where the funding to support spending Iimt growth would
cone.

M. Schultz comrunicated that the limt is designed to force the
State to prioritize expenditures given the funds it has avail abl e.
More inportantly, the limt is intended to establish a process to
gui de State spending when the State's revenues suddenly increase.

Co-Chair Green disagreed with some of M. Schultz's coments, and
asserted that the State has no control over PERS and TRS.

Co-Chair Geen offered sonme conceptual ideas for discussion. She
directed to page 2, line 30, and pointed out that |ease purchase
financing is not included in the exenptions to the spending limt.
She suggested adding to line 30, after the word "under"”, the words
"| ease purchase financing or revenue and general obligation bonds
i ssued by the State".

SFC- 04 (7) 05/ 05/ 04



Co-Chair WIlken asked if certificates of participation would be
exenpt ed under this resolution.

M. Schultz replied that net obligation under certificates of
participation would not be exenpted.

CHERYL FRASCA, Director, Ofice of Managenent and Budget, O fice of
the Governor, stated that the definition of a revenue bond i ncl uded
| ease purchasing. Therefore the exenptions listed in line 30
enconpass | ease purchase financing.

Co-Chair Geen asserted "that is not the information | have been
given." She asked M. Tangeman to distinguish |ease purchase
financi ng and revenue bonds.

M . Tangenan deferred.

Ms. Frasca suggested that the Departnent of Revenue coul d address
t he subj ect.

Co-Chair Geen stated that she is opposed to allowing the rising
costs of Medicaid affect the funding and growh of other State
prograns and Departnents. She offered North Carolina's statutory
spending limt as an exanple of a limt that takes Medicaid into
consideration by naking it an exception to the spending Iimt when
"Medi caid i ncreases exceed increases in State personal incone."” She
enphasi zed the lack of control the State has over the federal
Medi caid program She encouraged discussion on the subject of
Medi caid and the spending limt.

Co-Chair WIken nmentioned that the State is currently experiencing
federal mandates pertaining to Medicaid that could require
addi ti onal State spending.

Ms. Frasca enphasi zed the rel evance of Co-Chair G een's conments
considering that certain federally issued changes to Medi caid woul d
require an additional $60 nmillion in general fund expenditures in
FY 06, and other that potential Medicaid liabilities al so exist.

Co- Chair WI ken suggested that an anmendnent all ow ng for exceptions
for Medicaid spending could be presented during this resolution's
hearing on the Senate fl oor.

Senat or Dyson nentioned that he had attended the Western Governors
Conf erence | ast sunmer during which he spoke with the Governor of
the state of |Idaho. The Governor echoed Co-Chair Geen's conments,
and conmmuni cated that 1daho's education, and health and hunman
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servi ces budget was near 80-percent of the State's overall budget
t hough many of the prograns in those departnents were controlled on
the federal Ievel

Co- Chair Green requested | ease purchase financing information from
t he Departnent of Revenue.

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

[ Note: This bill was again brought before the Cormittee later in
this nmeeting.]

#HB10

CS FOR HOUSE BILL NO. 10( HES)

"An Act relating to pooling by enployers and self-enployed
i ndividuals for purposes of group health insurance; and
providing for an effective date."

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

Hei nze, "has to do with group health insurance for private groups."

Co-Chair Wlken noted the information provided in response to Co-
Chair Green's questions during an earlier hearing [copy on file].

Co-Chair Green expressed di sappoi ntnent that the Division of Legal
and Research Services was unable to respond to the question
regarding the Health Insurance Portability and Accountability Act.
She enphasized that this legislation would not ensure reduced
rates. She read a section from a document titled "Answers to
questions asked by the Sen. FIN commttee" dated May 3, 2004 [ copy
on file], which addresses how i nsurance pooling inpacts rates.

If, by aggregating their purchasing power, snall enployers
were able to buy coverage at |ower cost, firnms not previously
of fering health coverage m ght be encouraged to do so, thus
reduci ng the nunbers of uninsured.

Co-Chair Geen continued that the statenent contains hypotheti cal
| anguage. There is no assurance that this |legislation would provide
continuing |lower premuns and | ower rates.

Co-Chair WI ken referenced the second paragraph on page two of the
sanme docunent, conmenting that it also supports Senator Geen's
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comrent s.

REPRESENTATI VE CHERYL HElI NZE stated that this |egislation would not
guar antee reduced insurance rates, but it is a step "in the right
direction".

PAT LUBY, Advocacy Director, Anmerican Association of Retired
Persons, testified that approximately 20 percent of Al askans
between the ages of 50 and 65 do not have any form of health
i nsurance. The mgjority of these individuals work full tine
performng at |east one job; however, they are working for
busi nesses that do not offer health insurance. AARP considers
health insurance to be critical to the economc security of all
i ndi viduals. This |egislation would not guarantee | ower rates; it
woul d of fer individuals increased access to health coverage. This
bill would al so benefit the insurance industry by increasing policy
sal es. The AARP urges the Conmttee's support of this |egislation.

Senat or Dyson offered a notion to report HB 10, 23-LS0030\B, as
anended from Conmittee wth individual reconmendations and
acconpanyi ng fiscal note.

There was no objection and SCS CS HB 10 (FIN) MOVED from Conm ttee
with zero fiscal note #1 fromthe Departnent of Adm nistration

#SB395

CS FOR SENATE BILL NO 395(TRA)

"An Act relating to application of nunicipal ordinances
providing for planning, platting, and | and use regulation to
interests in |land owned by the Al aska Railroad Corporation
aut hori zing the Al aska Railroad Corporation to extend its rai
line to Fort Geely, Al aska; authorizing the Al aska Railroad
Corporation to issue bonds to finance the cost of the
extension and necessary facilities and equipnent; and
providing for an effective date."

This was the second hearing for this bill in the Senate Finance
Committee.
Co-Chair WIlken stated this bill, "has two issues: Section 1 had to

do with the Railroad and planning and zoning, and Section 2 is the
$500 million extension to Geely."

Co- Chair Green noved for adoption of CS SB 395, 23-LS1965\Q as a
wor ki ng docunent .
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ZACK WARW CK, Staff to Senator Gene Therriault, explained that the
commttee substitute incorporates the amendnents nmade during this
bill's last hearing in the Senate Finance Commttee. In addition, a
repeal date of July 1, 2005 was inserted in page 4, line 19, and
Section 7, of this commttee substitute. After discussion with
| ocal municipalities and boroughs, a task force was al so added with
the purpose of formng a plan, which would be presented to the
| egi sl ature during the next |egislative session. The task force is
detailed on page 3, line 10, Section 5.

Co-Chair W1l ken asked if the |l anguage of the commttee substitute
was acceptable to the Al aska Railroad Corporation.

PAT GAMBLE, President and Chi ef Executive Oficer, A aska Railroad
Cor poration, Departnent of Community and Econom c Devel opnent,
af firnmed.

Co-Chair WIlkin inquired if funding for the task force would cone
fromeach of the participating bodies.

M. Ganble responded that the participating bodies would pay for
the expense of travel to and from the task force, but any
adm ni strative fundi ng woul d be conpensated by the Railroad.

Co-Chair Geen requested clarification of the | anguage of Section
5(c) on page 4, lines 9 - 11, establishing the Railroad Planning,
Platting, and Land Use Regulation Task Force which reads as
fol | ows.

(c) The nmenbers of the task force appoi nted under (a)(3)
and (4) of this section are not eligible for conpensation but
are entitled to per diem and travel expenses authorized for
boards and comm ssi ons under AS 39. 20. 180.

Co-Chair Wl ken explained that all task force nenbers woul d receive
per diemand travel expenses, but suggested that only | egislators
woul d receive conpensation. He asked the witness to confirm his
i nterpretation.

M. Warwick corrected that the menbers under subsection (3) and
(4): one nenber of the Al aska Railroad Corporation and the nenbers
who are nunicipal officials, would not be entitled to conpensati on,
but would be entitled to per di em expenses.

Co-Chair WIlken clarified that those nenbers of the task force

listed on page 3, line 19 through page 4, line 4, would be entitled
to travel and per diempaid for by the State.
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M. Warwi ck affirned.

Co-Chair WIlken stated that a conceptual anmendnent is needed to
change subsection (c).

Senat or Bunde pointed out that an anmendnment would require an
additional fiscal note.

Co-Chair WI ken asked the Commttee nmenbers if they "envision" the
State's conpensation of the travel and per diem expenses in
questi on.

Co-Chair Green answered, no.

Co-Chair Green and Co-Chair WI ken di scussed the technical details
of the anmendnent.

Senat or Bunde stated his intent that the task force nenbers |isted
on page 3, lines 23 through page 4, line 4 would not be entitled to
per di em conpensati on.

Amendrent #2: This anendnent provides that the non-I|egislative
nmenbers of the task force are not entitled to conpensati on or per
di em and travel expenses.

Co- Chair WI ken noved for adoption.
The amendnent was ADOPTED wi t hout obj ecti on.

Anendnent #3: This anendnment inserts "to the extent permtted under
49 U.S.C. and 701, the Interstate Conmerce Conm ssion Act (1 CCTA)"
in Section 1(b), anending AS 42.40.390 on page 1, line 11, of the
commttee substitute. The anended | anguage reads as fol |l ows.

(b)  Muni ci pal ordi nances providing for planning,
platting, and | and use regul ati on adopted under AS 29. 35. 180
or other law do not apply to the land of the corporation, to
the extent permtted under 49 U S. C. and 701, the Interstate
Conmer ce Conmi ssion Termnation Act (1 CCTA) unless the land is
| eased to another person by the corporation and the
corporation has not retained a right to use the |land during
the termof the |ease.

Co-Chair WI ken noved for adoption and stated the intention of this
amendnent .

[ This anendnent] would clarify that the Railroad exenption of
muni ci pal |and use or ordinance applies only to the powers
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granted by the federal governnent."
Co-Chair W1 ken objected for discussion.

M. Ganble explained that a simlar proposal had been discussed in
a House of Representatives Commttee hearing. The Al aska Rail road
Corporation's legal staff reviewed the proposal and attenpted to
draft | anguage that "mrrored” the federal |law. The issue of the
Railroad's |and use has required specifically defining the core
operations of a railroad. Arailroad s operations could be divided
into two categories: the novenent and support of trains, and | and-
use issues. This anmendnent would work towards bringing the
consensus required to find a solution satisfactory to both the
Al aska Railroad Corporation and the nunicipalities. He supported
t he concept of the anendnent.

M. Ganble added that he had a subm ssion issued by the Al aska
Rai | road Legal Departnent dated May 5, 2004 [copy on file], that
"amplified" the |anguage in Anendnent #3 and defined the core
operational issues of the Railroad.

Co-Chair WIlken asked if the docunent is a clarification of
Amendnent #3.

M. Ganble affirmed, and added that the docunent very closely
replicates the federal |aw.

There was no objection and the anendnment was ADOPTED.

SFC 04 # 107, Side B 09:52 AM
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Co-Chair WI ken asked for clarification of the docunent issued by
the Al aska Railroad Legal Departnent.

M. Ganble responded that Anmendnent #3, while adding the federal
| and use | anguage, did not address all of the municipalities'
concerns. The docunent enconpasses the anmendnent, but would al so
speak to certain |local concerns not addressed in the anendnent.

Co-Chair WIken asserted that he does not want the Railroad's
docunent to be attached to this bill. He offered that another
menber of the Commttee could recommend consideration of the
docunent and its adoption into this |egislation.

SFC- 04 (13) 05/ 05/ 04



Co-Chair Geen qualified that this docunent addressed certain
short-term concerns she had heard vocalized by the nunicipalities.
She spoke to M. Ganble's statenents regarding rail operations
versus | and use operations.

Co-Chair WIken asked the witness to explain paragraph (a) of the
Rai | road docunent.

Senat or Hof f man asserted that paragraph (a) consists of existing
State | aw.

Co-Chair W/ ken asked the witness to explain paragraph (b) of the
Rai | road docunent.

M. Ganble responded that the first portion of paragraph (b)
ref erences a nunber of laws applying to the federal exenption from
pl anni ng and zoning that apply to railroads. The federal exenption
| anguage pertains to core railroad operations, and the |anguage in
this section of the paragraph has been directly transferred from
the federal exenption. The second underlined portion of the
paragraph is a clarification that expounds on the federal exenption
by providing a nore detailed description of the Railroad' s
operations. This portion was included to address the concerns of
the nunicipalities.

Co-Chair W/I ken asked the witness to explain paragraph (c).

M. Ganbl e answered that paragraph (c) is a recomendation fromthe
Fai rbanks North Star Borough that provides for greater public
participation in the Railroad' s | and use deci sions.

Co-Chair WIlken inquired if paragraph (b) and (c) would offer
protection to the Railroad from actions taken by other parties.

M. Ganble responded that the docunment offers the Railroad "the
best protection we have." The | anguage woul d provi de the Railroad
the sane protection that it has received for the |ast eighteen
years.

Co-Chair WI ken suggested the Commttee provide the task force the
opportunity to revisit the issue.

Amendnent #4: This anendnent inserts new | anguage into Section 1,
establishing, Sec. 42.40.390. Land use rules, on page 1 of the
commttee substitute. The new | anguage reads as fol |l ows.

(c) By January 10 of each year, the corporation shal
provide notice to nunicipalities of any new | and use proposed
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for that year by the corporation wthin municipal boundaries.
The corporation shall provide anended notice if a proposed
| and use is changed or an additional land use is proposed
during the course of the year. Except in the event of an
energency, an affected nunicipality shall have at |east 30
days after its receipt of the notice to provide advisory
comment to the corporation. In the event of an energency, the
corporation will provide notice to an affected nmunicipality
pronmptly after the event.

Co-Chair WI ken noved for adoption.
The amendnent was ADOPTED wi t hout obj ecti on.

Amendnent #5: This anmendnent changes Section 1(b) and adds a new
subsection to Section 1, establishing, Sec. 42.40.390. Land use
rules, on page 1 of the commttee substitute. The anended and new
| anguage reads as foll ows.

(c) Pursuant to 49 U.S. C. 10501(b), rmunicipal ordinances
providing for planning, platting, and |and use regulation
adopted under AS 29.35.180 or other |law do not apply to the

practices, routes, services and rail facilities of the
corporation and the construction, acquisition, operation,
abandonnent or discontinuance of spur, industrial, team

swi tching, or side tracks or other rail facilities on | and of
the corporation unless the land is | eased to another person by
the corporation and the corporation has not retained a right
to use the land during the termof the | ease. For the purposes
of this section, the term"”rail facilities" includes tracks,
rail yards, repair shops and mai ntenance buil dings, freight
and passenger termnals, rail car |oading and unloading
structures, oper ati on centers, supply war ehouses,
conmuni cation structures and other facilities directly rel ated
to railroad operations. Notw thstanding the foregoing, the
term "rail facilities" does not include rock quarries or
gravel pits.

(d) By January 10 of each year, the corporation shal
provide notice to nmunicipalities of any new | and use proposed
for that year by the corporation within municipal boundaries.
The corporation shall provide anended notice if a proposed
| and use is changed or an additional |and use is proposed
during the course of the year. Except in the event of an
energency, an affected nunicipality shall have at |east 30
days after its receipt of the notice to provide advisory
comment to the corporation. In the event of an energency, the
corporation will provide notice to an affected nmunicipality
pronptly after the event.
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This anmendnent is to be incorporated with the changes made by
Amendnent #3 rat her than supersede the changes.

Co- Chair Green noved for adoption.
Co-Chair W1 ken objected for discussion.

Senat or Hof f man, Co-Chair W1l ken and Co-Chair Geen clarified that
t he changes made by Amendnent #5 woul d not supersede the changes
made by Anendnent #3.

Co-Chair WI ken asked if the |anguage in Amendnent #3 should be
added to Anendnent #5 if it is adopted.

Co-Chair G een recomended that the |anguage in Amendnment #5 be
added to the |l anguage in Section 1 of this bill as anended. She
restated her support of Amendnent #5.

Co-Chair WIken renoved his objection and the anmendnent was
ADOPTED.

The adoption of Anendnment #5 superseded the action taken with the
adopti on of Anmendnent #4.

Amendmrent | anguage was attached to and distributed with conmttee
substitute Version "Q'. The amendnent was drafted by the Division
of Legal and Research Services and assigned the work order nunber,
23-LS1965\H. 1 and lists Senator Therriault as the sponsor. The
anmendnent would change the title of the comrittee substitute to
insert "and to notices of proposed |and uses by the corporation".
The amendnent woul d al so insert new | anguage in Section 1 on page
1, followng line 12, to read as foll ows.

(c) By January 10 of each year, the corporation shal
provide a notice to each municipality of all new |l and uses the
corporation proposes to begin that year within the nunici pal
boundaries. The corporation shall provide a supplenental
notice during the year if a previously proposed |and use is
changed or an additional |land use is proposed to begin. After
recei pt of a notice or supplenental notice, the nmunicipality
shall have at |east 30 days to provide advisory comments to
the corporation before the corporation begins operations under
a new |land use that is necessary to address an energency
situation without providing prior notice to the nmunicipality.
The corporation shall provide notice of that enmergency |and
use to the municipality pronptly after begi nning operations.
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The intent of the Conmttee was to adopt the commttee substitute
only. A nenber of the Committee did not sponsor this anendnent.

Co-Chair W/I ken asked for an explanation of this anmendnent.

M. Warwick clarified that the | anguage in the attached anmendnent
was included in Arendnent #5.

The anendnent was NOT OFFERED

Co-Chair Geen referenced "Resolution Serial No. 04-072", a
resol uti on adopted by the Matanuska- Susitna Borough Assenbly [copy
on file]. The Borough is in support of the renoval of the |anguage
of Section 1. The Borough mght be satisfied by the adopted
anmendnent s because they address the conmmunity's primary concerns
with this |egislation.

JOHN DUFFY, Mat anuska- Susitna Borough, testified via tel econference
froman offnet |ocation that the Borough prefers that the bl anket
exenption be renoved, but does agree that the inclusion of ICCTA in
Amendnent #3 woul d provi de the Borough "adequate" protection. The
Bor ough supports the creation of the task force. He expressed his
appreciation to the Commttee for the tine spent on this
| egi sl ati on.

Co-Chair Geen nentioned that she would provide M. Duffy with the
amendnent s adopted during this hearing.

M. Ganbl e questioned which Mtanuska- Susitna Borough resolution
was being discussed. He clarified that to his know edge the Borough
had passed two resol utions, one being an anti-noise and vi bration
resolution that the Railroad would not be exenpted from He
expressed that the Railroad should be exenpted from that
resol uti on, and enphasi zed his concern over the | ack of cooperation
t he Borough exhi bited.

M. Duffy clarified that the resolution referenced by M. Ganble
was actually an introduction; the ordinance had not passed, and
woul d be heard again at a |ater date.

M. Ganbl e responded that the Railroad woul d di scuss the anti-noise
and vibration resolution with the Borough at a | ater date.

Co-Chair WIlken clarified that the resol ution being considered by
the Conmttee was Resolution Serial No. 04-072.

Co-Chair WIlken requested a map indicating the | ocation of the rai
| i nes proposed by this |egislation.
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M. Ganbl e indicated he would supply such a nap.

Co-Chair Geen offered a notion to report CS SB 395, 23-LS1965\Q
as anended, from Commttee with individual recommendations and a
new fiscal note.

Senat or Bunde objected to coment.
Senat or Bunde renoved his objection.
Wt hout objection CS SB 395 (FIN) MOVED from Commttee with a new
zero fiscal note from the Departnent of Comunity and Econom c
Devel opnent dated 5/4/04.
#HIR9
CS FOR HOUSE JO NT RESCLUTION NO. 9(FIN) am
Proposi ng anendnents to the Constitution of the State of
Al aska relating to an appropriation limt.

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

DEVON M TCHELL, Debt Manager, Departnent of Revenue, inforned the
Conmttee that in a general sense certificates of participation are

| ease revenue bonds. However, in a technical sense the State
statues that define revenue bonds are nore limted. He reconmended
including the words "l ease debt" on page 2, lines 29, 30, if the

Commttee's intention is to exenpt certificates of participation

Amendment #1: This conceptual anmendnent inserts "lease debt" into
Section 1, repealing and readopting Article [IX, Section 16.
Appropriation Limt., of the Alaska Constitution. The anended

| anguage of Section 16(d)(5) and (6), listing exenptions fromthe
spending limt calculations, on page 2 lines 28 - 31 reads as
fol | ows.

(5) an appropriation of State general obligation
revenue bond proceeds, and | ease debt;

(6) an appropriation required to pay obligations
under | ease debt revenue or general obligation bonds issued by
the State;

Co-Chair Green noved for adoption of the anmendnent.

Co- Chair WI ken obj ect ed.
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Senat or Dyson expressed concern regarding the anendnent. He stated
that certificates of participation do not provide proceeds. He
referenced Ms. Frasca in commenting that including certificates of
participation in the exenption would create an opportunity for an
abuse of the system

Co-Chair Geen clarified that M. Frasca had explained that
certificates of participation are enconpassed in the term"revenue
bonds", and therefore are already included in the exenptions in
this resolution.

Co-Chair W/I ken renoved his objection.
Wth no further objection the amendnent was ADOPTED.

Senat or Dyson offered a notion to report SCS CS HIR 9, 23-LS0435\G
as anmended, fromthe Commttee wth individual recommendations and
acconpanyi ng fiscal notes.

There was no objection and SCS CS HIR 9 (FIN) MOVED from Conm ttee
with fiscal note #2 for $1,500 fromthe Ofice of the Governor, and
zero fiscal note #3 fromall agenci es.

AT EASE 10: 20 AM
#HB366
CS FOR HOUSE BI LL NO. 366(FI N)

"An Act relating to animal classic charitable gam ng; 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
Stoltze, "addresses an attorney general's |egal opinion that stated
certain traditional ganes of chance were illegal."

REPRESENTATI VE BI LL STOLTZE testified that this bill is a ganbling,

gamng neasure with a specific focus, which would affect the
foll owi ng events and activities: the Tanana Valley State Fair in
Fai rbanks, the Al aska State Fair, the Alaska State Fair's rat race
boot h sponsored by the Pal mer El ks Lodge, and an event for Sol dotna
Progress Days invol ving chicken scatol ogy sponsored by the Veterans
of Foreign Wars (VFW.

Senat or Bunde asked if there is evidence of individuals being
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addicted to rat racing or chicken scatol ogy.

Representative Stoltze replied that any addiction would not be
detrinmental because the cost to participate in the activities
ref erenced averages between 25 to 50 cents and the activities only
occur for a few weeks out of the year.

KEN AXEMAKER, House Conmittee Chair, Pal ner El ks Lodge, testified
via tel econference fromMt-Su that the common title "rat race"” is
i naccurate because the activity does not consist of a race, nor
does it involve rats. The rat race is a serious charity fundraising
activity that takes place at a booth during the Al aska State Fair.
The fundraising event has taken place for nearly 50 years. The
booth is staffed entirely by volunteers, and all of the net
proceeds are used for Elk's Lodge charity work. Thousands of
dollars have been collected from this fundraising effort and
distributed to scouting prograns, veteran's progranms, sSsenior's
prograns, cancer societies, comunity beautification prograns,
comunity food banks, the Hospice of Mat-su, the Red Cross, the
Grange, handi capped prograns, the Boy's and Grl's O ub, schoo
activities, sports teans, and many El k's Lodge specific prograns.
The Palnmer Elk's Lodge now faces losing this vital fundraising
effort. M. Axemaker wurged the Committee to support this
| egi sl ati on.

Co-Chair Geen reiterated that the rat race activity has been in
exi stence for many years.

Co-Chair Geen noved to report the bill from Commttee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal note.

There being no objection, CS HB 366 (FIN) MOVED from Conmttee with
zero fiscal note #1 fromthe Departnent of Revenue.

#HB379
HOUSE BI LL NO. 379

"An Act establishing an office of citizenship assistance in
t he Departnent of Labor and Workforce Devel opnent."

This was the first hearing for this bill in the Senate Finance
Commi ttee.
Co-Chair WIlken stated this bill, sponsored by Representative

Weyhrauch, "establishes the Ofice of Gtizenship Assistance in the
Depart ment of Labor and Wor kf orce Devel opnent. "
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REPRESENTATI VE BRUCE WEYHRAUCH expl ai ned that Senator Pete Kelly of
Fai rbanks first introduced this bill tw years ago. The O fice of
Ctizenship Assistance was originally envisioned within the Ofice
of Legislative Affairs. Representative Wyhrauch i s overwhel med by
the realization that a large mnority community exists in the
State. For exanple, ten percent of the population of Juneau
consists of immgrants from the Philippines and Tonga. Oten
immgrants within the State work nultiple jobs. In order to obtain
citizenship, immgrants nust fulfill many requirenents and "run the
bureaucratic naze". These individuals nay have cone froma country
where they were threatened by their governnent, and they are
unfamliar with the U S. governnent. The Ofice of GCitizenship
Assi stance woul d benefit both the public and private sectors in
aiding immgrants with the paperwork and processes required to be
productive, and eventually naturalized, U S. citizens.

ANDREE MCLECD testified via tel econference from Anchorage that she
does not support this bill. She prefaced by stating that she is an
i mm grant who was brought to the U S. by a sponsor. Part of the
responsibilities of a sponsor who registers with the Departnent of
Imm gration and Naturalization Services is to "bridge" the
transition for the inmgrants they have chosen to sponsor. She
questioned whether it is appropriate to nmake immgrants into
victins when they have exhibited a strong sense of responsibility,
and initiative in leaving their native country. Being an Anerican
involves interface with the governnment, and frustration with that
interaction. In 1999 Ms Ml eod participated in the Conm ssion on
Privitization and Delivery of Governnent Services. One goal of the
Comm ssion was to determine what services are inherently
governnental . Certain non-profit organizations provide inmmgration
services that do not need to be duplicated by the governnment. This
| egi sl ati on addresses a federal problem not a State problem The
responsibility an immgration sponsor has conmtted to is

underm ned by this bill. This legislation is discrimnatory based
on national origin. She questioned the funding source for the
O fice proposed in this bill. A few years ago approxinmately 75-

percent of Al askans voted to make English the official |anguage of
State governnment; therefore interpreting services offered to
immgrants should be elimnated. Immgrants nust be offered
incentives to encourage themto create a better quality of life for
t hensel ves; they should not be made into victins.

MARIO LIM private citizen, testified in Juneau and informed that
he has assisted immgrants, and the previous testifier mght not
understand the magnitude of the citizenship process. He has a
Masters degree in chemcal engineering, and still could not
understand the paperwork process. The reaction of the federal
government regarding inmgration assistance is appalling. A
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imm grants face this daunting bureaucratic process. He shared an
exanpl e of a Mexican inmm grant who had been attenpting to conplete
the paperwork required for citizenship for nearly two years. M.
Li m has been assisting inmgrants for nmany years at no charge. The
federal governnent is overburdened with inmgration issues, but the
State has the ability to help immgrants. After the events of
Septenber 11, 2001, immgration issues have nmagnified. This
| egi sl ati on woul d be making history by assisting inmgrants of the
State of Al aska in becom ng established in the U S. He urged the
Commttee to support this |egislation.

Senat or Bunde asked t he nunber of people the Ofice of Gtizenship
Assi stance woul d serve.

Representati ve Weyhrauch responded that the Ofice wuld serve a
substantial nunber of immgrants. He predicted that the Ofice
woul d grow over tinme as the mnority comunity becane famliar with
the services it would provide.

Senat or Bunde asked if the services the Ofice would provide would
be available to imm grants throughout the State.

Representati ve Weyhrauch replied that, yes, the services would be
available statewide in conmunities including Dutch Harbor,
Unal aska, Anchorage, and Kodiak, particularly in |locations where
there is considerable seasonal enploynent which attracts a
substanti al nunber of tenporary enpl oyees. The Sout hcentral region
of the State would be an area of focus due to its |arge popul ation.
Interpreting services are found statewide, and can be used
t el ephoni cally when not available in a particular conmunity.

Senator O son inquired as to why an immgrant, referencing Ms.
Mcl eod, woul d be opposed to this |egislation.

Representati ve Wyhrauch responded that Ms. Ml eod was the only
i ndi vidual that had testified against this bill.

Senat or Bunde questioned the anobunt of the fiscal note, and the
request for an additional full-time position.

QJY BELL, Director, D vision of Admnistrative Services, Departnent
of Labor and Wdrkforce Developnent, testified that this
| egi sl ation, when originally proposed by Senator Kelly, contained a
fiscal note in excess of $300,000 to provide for an Ofice in
Juneau and Anchorage with three staff nenbers. The current fiscal
note reflects the mnimum | evel of funding required to inplenent
this legislation. The Departnment of Labor and Wrkforce Devel opnent
is largely federally funded; however, the federal grant is not
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sufficient to fund the proposed Ofice of Citizenship Assistance,
thus requiring funding from the State's general fund. The
Departnent has attenpted to mnimze the costs associated with the
Ofice of Gtizenship Assistance, which would be within the Ofice
of the Comm ssioner, to include sone travel expenses, a toll free
phone line, and the salary of one full-tinme professional.

SFC 04 # 108, Side A 10:41 AM

Senat or Bunde asked if the staff position would be located in
Juneau.

M. Bell affirned.

Senat or Bunde expressed that |legislators are expected to help their
constituents. He added that it would be hel pful to have a central
| ocation fromwhich to get information on inmm gration issues.

Co-Chair Geen offered a notion to report the bill from Commttee
wi th individual recomrendati ons and acconpanyi ng fiscal note.

Wt hout objection HB 379 MOVED from Commttee with fiscal note #2
for $92,300 fromthe Departnment of Labor and Workforce Devel opnent.

#HB556

CS FOR HOUSE BILL NO 556(FIN)

"An Act relating to a port devel opnent project on Lynn Canal
providing legislative approval for the Alaska Industrial
Devel opnent and Export Authority to issue bonds for the
project; and providing for an effective date.™

This was the first hearing for this bill in the Senate Finance
Commi ttee.
Co-Chair WIlken stated this bill "authorizes AIDEA to issue bonds

to finance the construction of the port and related facilities
| ocated at Slate Creek Cove not to exceed $20 mlli on.

REPRESENTATI VE BRUCE WEYHRAUCH testified that this |egislation
allows for the devel opnent of the Kensington mne. Specifically,

this bill would develop docks in the Berners Bay area to help
facilitate the devel opnment and construction of the mne. These
docks would also be available for public use. This bill would

further the devel opnent of the private sector econony and the
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State's mneral resources while diversifying the |ocal econony.
This legislation neets the Al aska I ndustrial Devel opnment and Export
Authority's (AIDEA) statutory project requirenments for funding
using the Authority's bondi ng capacity.

JIM MCM LLAN, Deputy Director of Credit and Busi ness Devel opnent,
Al aska | ndustrial Devel opnment and Export Authority, testified via
tel econference from an offnet site requesting authorization to
i ssue bonds not to exceed $20 mllion. Statute requires |legislative
approval for AIDEA to finance projects under the Devel opnent
Fi nance Program that exceed $10 million. AIDEA would own the two
port facilities referenced in this legislation. Governnent
ownership and public use of the docks is required by the |Internal
Revenue Service (IRS) code if the project is to receive tax-exenpt
financi ng. Though AI DEA would own the dock facilities, it expects
to issue tax-exenpt revenue bonds, which would not affect its
credit. The revenues of the Kensington mne project and any credit
enhancenents offered by the project devel oper would be the sole
sources of repaynent.

M. MMIllan stated that the $20 mllion anbunt stated in this bil
exceeds the estimation of the costs of the docks. The $20 mllion
amount was chosen because the estimates are considered "soft", and
could increase. In addition, the IRS code allows for tax exenpt
financing on "rel ated upl and i nprovenents".

M. MMIllan continued that if this legislation is adopted, the
statutory due diligence requirenents woul d be considered, including
the project's financial feasibility, and the bonds would not be
issued until all the requirements were nmet. The Board woul d be
presented a resolution to enter into a cost reinbursenent agreenent
wi th Coeur Al aska, Inc (Coeur). The funds needed to conplete the
statutory due diligence assessnent woul d be considered part of the
financing, assumng the financing is approved. If the financing is
not approved, Coeur woul d be responsi ble any of the costs expended
by Al DEA.

Senat or Bunde expressed concern relating to public access in
commerci al areas because of safety and liability risks. He asked
how public access woul d be nmade conpatible with industry use of the
docks.

TI M ARNOLD, Vice President and General Manager, Coeur Al aska Inc.

testified that this legislation represents a nutually beneficial
agreenent between Coeur and Al DEA. Coeur woul d have the opportunity
to access tax-exenpt financing and pay for the dock over a period
of years. Further, the State of Al aska would conme to own the docks
if the necessary pernits are granted. He enphasized that this
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| egislation is the perfect exanple of a "win-win situation” for
Coeur .

Co-Chair WI ken asked M. Arnold to address Senator Bunde's public
access question.

M. Arnold explained that the end of the dock would be | ocated on
private | and. Coeur has not devel oped a plan for allow ng public
access. The Cascade Point dock would be used primarily to shuttle
Coeur enpl oyees to and from Slate Creek Cove. The Sl ate Creek Cove
dock woul d be an industrial dock.

Representative Bruce Wyhrauch interjected that for Coeur to
recei ve tax-exenpt financing, the needs of the Kensington m ne nust
be incorporated with public access to the satisfaction of the IRS
and the devel oper.

Senat or Bunde stated that the two necessary usages of the docks
appear "dianetrically opposed".

Senator Hof fman informed that the House of Representative's version
of this legislation allows dock projects anywhere within the Lynn
Canal . However, the House Finance Conmttee passed an anmendnent
which limted the dock projects to specific |ocations within the
Lynn Canal: Slate Creek Cove and Cascade Point. He asked if this
anmendrment woul d all ow Coeur the flexibility needed to mnimze the
i npacts of devel opnent and acquire the necessary permts.

Representative Bruce Weyhrauch responded that the project |ocations
were nade specific in response to concern that the devel opnents
could be used too broadly. He qualified that he is not opposed to
t he anmendnent because it does not threaten the primary goal of this
| egi slation, which is to construct docks for the Kensington gold
m ne.

M. Arnold replied that Coeur is satisfied with the | anguage of the
bill as anended.

Co-Chair W I ken asked whether both Slate Creek Cove and Cascade
Point are located within the Gty and Borough of Juneau.

Representative Bruce Weyhrauch replied, yes.
M. Arnold affirnmed.

Co-Chair W I ken asked for M. Arnold' s opinion on the Pogo m ne
appeal and how it mght affect this project.
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M. Arnold responded that Coeur has spent $30 million permtting
the property for this project over the last 15 years. A
suppl enmental Environnental |npact Statenent has gone through the
comment period, and Coeur is working toward receiving a National
Pol | utant Di scharge Elimnation System (NPDES) permt. Coeur has
done the best job possible in listening and addressing comrents
made by the public. However, the project is far from"getting off
the ground” in the current design and there is no question that the
Pogo m ne appeal coul d happen again.

Co-Chair WIlken inquired if the appeal process has increased
Coeur's anxi ety regardi ng the Kensington m ne project.

M. Arnold replied that, yes, the appeal process has raised Coeur's
anxi ety; however Coeur recognizes that the appeal process is an
aspect of the m ning business.

Representative Bruce Weyhrauch added that the appeal process is a
st atew de concern.

Co-Chair Geen offered a notion to report the bill from Commttee
wi th individual recomrendati ons and acconpanyi ng fiscal note.

There being no objection, CS HB 556 (FIN) MOVED from Conmttee with
zero fiscal note #1 fromthe Departnment of Community and Econom c
Devel opnent .

AT EASE 11: 01 AM/ 4:54 PM
#HB459
CS FOR HOUSE BI LL NO. 459( STA)

"An Act relating to optically scanned and electronically
generated ballots; 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

Harris, "requires an electronic voting nachine to produce a paper
record of the votes that are cast."”

CINDY SMTH, Staff to Representative Les Gara, presented the bil

on behalf of Representative Gara and Representative Harris. She
testified that this bill would require a voter-verified "paper
trail™ for touch screen voting nachines. There have been
significant problens with the touch screen voting nachines in a
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nunber of states. Presently, if the nmachines malfunction or if a
vote recount is required there is not a paper ballot or an
equi val ent paper record avail able for reference. This bill would
require, as soon as the technology is available, that touch screen
voting machines provide a paper printout to be verified by the
voter.

Senat or Bunde understood that el ectronic voting would be nore tine
efficient and | ess expensive than the current paper ballot system
He asserted that it is "counterintuitive” to institute a nodern
el ectronic voting systemand then require the use of old nethods to
support it.

Ms. Smith responded by telling of various instances in which the
new voting nmachines have failed to record votes. A paper trai
woul d serve as an audit device to provide a record of the voter's
intent in the event that a malfunction occurs or a recount is
required.

Senat or Bunde understood the concerns, and asked if the current
paper ballot voting nethod provided ballots in the event of a
recount.

LAURA GLAI SER, Director, Division of Elections, Ofice of the
Li eut enant Governor, confirned that the current systemallows the
paper ballots to be used in a recount. The paper trail proposed in
this legislation would serve as a formof audit for the electronic
voting machines in the event of a recount.

Senat or Bunde asked why it is necessary to use electronic voting
machines if a paper equivalent of the votes would still be
required.

Ms. Qaiser replied that the federal Help Anerica Vote Act requires
the State to have touch screen voting nmachines in every voting
preci nct by 2006. Alaska State |aw also provides for the use of
touch screen voting machines. She clarified that efficiency is not
the only benefit of electronic voting nmachines; they also enable
the blind and disabled to vote unassi sted.

Senat or Bunde asked how the blind would be able to fill out a touch
screen ballot if they are unable to use the current paper ballot.

Ms. d aiser explained that the touch screen voting nmachi nes contain
an audi o device and a keypad the blind can use to record their
vot e.

Senator Bunde asked if the State would | ose federal funds if it
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refused to utilize the touch screen voting machi nes. He al so asked
t he amount of funding the federal governnment was supplying for the
purchase and i npl enentation of the el ectronic nmachines.

Ms. d ai ser answered, yes, that $5 mllion has been received, and
another $11 nmillion is expected fromthe federal government.

Senat or Bunde asked the difference between the federal funding and
the cost of inplenenting a paper audit system

Ms. d aiser answered that she does not know that dollar anount;
however the federal funding is "no year" funding, which could be
expended any tine. The State would not replace all the voting
machi nes at once so the optical scan and paper ball ot nethods woul d
continue to be used.

Co-Chair WIlken noted the fiscal note cost of this bill would be
al nost $443,000 in FY 05, and $1.8 million each subsequent el ection
year .

Senator O son asked how the State could avoid a "convol uted
situation" such as that which occurred in the State of Florida
during the presidential election of 2000.

Ms. GQaiser replied that the State of Al aska has al ways had a good
record regarding the voting process. The Division of Elections
would do nothing to jeopardize the integrity of the election
process. The touch screen voting nmachi nes woul d be inplenented on a
limted basis. Today the Election Assistance Conm ssion net and
took testinony on the touch screen voting equi pnent, denonstrating
that the State is not alone in questioning the accuracy of these
voting machines. The State's voting process is reviewed by such
entities as the bipartisan State Review Board and independent
AccuVote review boards in each of the election regions. The
Division is confident that the State would catch any anomalies in
the electronic voting machi nes, because of the State's thorough
review and testing processes. However, because the new voting
systemrelies on technol ogy and an inaccessi ble source code, the
possibility exists that an unforeseen error could occur.

Senator O son asked if a credible recount is possible under the
touch screen voting net hod.

Ms. G aiser responded that the voter verified paper trail proposed
by this legislation is an attenpt to ensure a credi ble recount. The
touch screen voting nachi nes have been certified by the Federa
El ecti on Comm ssion, and are considered to have a sufficient audit
trail; however, there are exanples, such as that cited by M.
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Smith, that the audit trail is not adequate.

Senator O son asked how many State voting precincts would have
touch screen voting nmachines in the next election.

Ms. Gaiser estimated that the State currently has 439 voter
precincts. Every precinct would be required to have at | east one
touch screen voting machine for the 2006 el ection.

Senat or Hof frman i nquired about the size and the storage |ocation
for the touch screen voting nmachines. He was specifically concerned
with the storage location in outlying rural conmunities.

Ms.  ai ser responded that the touch screen voting nmachi nes wei gh
approximately 30 pounds. The machines would be mailed to the
precincts and subsequently returned to regional Division of
El ections offices for storage. Cccasionally nunicipalities or
bor oughs would store voting machines for the precincts in their
comunities.

Senat or Bunde assuned the State would not receive the paper voter
verification if produced, but rather the voter would assune
possession of the verification. Therefore, if a recount occurred
the Division of Elections would have to rely on voters to submt
their paper verifications. He did not understand how this process
could be trusted to accurately recapture votes.

Ms. Smith corrected that the paper verification would be submtted
to the election officials in the manner paper ballots are currently
submtted. Voters would review the paper verifications, but would
not take possession of them

Ms. G aiser further detailed that the touch screen voting nmachi nes
woul d print a paper confirmation of the votes el ectronically placed
by the voter. The voter would verify the accuracy of the printout
using a command on the touch screen. After being confirned, the
print out would finish printing. Two records of the votes cast
woul d then exist: the record on the machine's nmenory card, and the
paper printout.

Senat or Bunde questioned the ability of a blind voter to confirm
t he paper verification unassisted. He stated his opposition to the
i npl enentation of the touch screen voting machine in its current
desi gn.

DANI EL LYNCH testified via tel econference from Kenai that he woul d

recommend an anendnent allowing only the blind to use the touch
screen voting machines. The U. S. is founded on the idea that one
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man equals one vote. Citizens' ability to vote nust be "cherished
and protected" because it is one of the few original freedons that
could still be exercised. For over 200 years a voting method using
paper and witing utensils was sufficient, and it renains
sufficient. He concluded by urging the Commttee: "Please protect
our denocracy; don't add to the apathy."”

Senator B. Stevens offered a notion to report the bill from
Committee with individual recommendati ons and acconpanyi ng fi scal
not e.

Senat or Bunde obj ect ed.

Aroll call was taken on the notion.

IN FAVOR Senator B. Stevens, Senator Dyson, Senator Hoffnman,
Senat or O son, and Co-Chair W/ ken

OPPCSED: Senat or Bunde
ABSENT: Co-Chair Green
The notion PASSED (5-1-1)

CS HB 459 (STA) MOVED from Conmttee with fiscal note #1 for
$442,800 fromthe O fice of the Governor.

#HB531

SENATE CS FOR CS FOR HOUSE BI LL NO 531(RES)

"An Act relating to natural gas exploration and devel opnent
and to nonconventional gas, and anending the section under
whi ch shal |l ow natural gas | eases may be issued; and providing
for an effective date.”

This was the first hearing for this bill in the Senate Finance
Conmittee.
Co-Chair Wl ken stated this bill, offered by the House Resources

Commttee, "[is] having to do with conventional and nonconventi ona
gas | eases.™

MARK MEYERS, Director, Division of Gl and Gas, Departnent of
Nat ural Resources, testified that this bill focuses on the issues
of shallow gas leasing and the regulatory framework for the
production of coal bed nethane.
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ELEANOR WOLF, staff to Representative Beverly Masek, referred to
the sponsor statenent titled "S CS CS HB 531 (RES) -
Conventi onal / Non- Conventi onal Gas Leases" [copy on file.] She
inforned that she was avail abl e for questions.

M. Meyers explained that this bill repeals the existing over-the-
counter shallow gas-leasing program and replaces it with the
current exploration |licensing and conventional conpetitive |easing
prograns. The conpetitive |easing program would require a best
interest finding, essentially an environnental inpact statenent,
and woul d necessitate extensive public notices and consi deration of
public input and the public interest. These requirenents woul d be
met prior to handling the | ease sale and issuing the |license. He
continued to testify the follow ng.

In addition, this bill also includes sone additional ground
water protection regulation involving the activity of
produci ng nonconventi onal gas, particularly coal bed mnethane.
It requires the AOGCC (Alaska Gl and Gas Conservation
Conmi ssion) to regulate hydraulic fracturing, disposal wastes,
the reinjection of produced waters, and prohibits the
protection of gas from aquifers that serve as a source of
wat er for human consunption or agricultural purposes unless it
can be denonstrated that it won't adversely affect the
aqui fer. These groundwater protections are very significant
and they are one of the areas of contention in the |ower 48
[states] with coal bed nethane production. There are sone
maj or protections here in this section.

The bill also limts the discretion of the DNR (Departnent of
Nat ural Resources) Conm ssioner to existing shallow gas
| eases. It specifies the terns under which that discretion can
be used. It gives the Conm ssioner the discretion to issue
either oil and gas or a gas only |lease. And the gas only
| ease, if it can be denonstrated by the lessee that it is
nonconventi onal gas only, can get nore favorable | ease terns:
the rentals is one dollar per acre, and if that gas does not
conpete with other gas on the market it can be 6.25-percent.
So it contains those favorable terns that were in the shall ow
gas leasing for oil energy fundanentally.

It [this bill] repeals the provisions of HB 69, which all owed
t he Comm ssioner to override |local zoning authority. It gives
a one-tine opportunity for pending | ease applications. Under
the prograns we have about 200,000 acres or so of pending
| ease applications. It takes those applications and gives the
applicant a one-tinme chance to convert those to a non-
conpetitive exploration license with a best interest finding
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infront of it. And | think that is inportant again; there is
a |l ot of concern over those pending applications. W believe
that we can do that expediently, and to that is the DNR fisca
note is so that we can sinultaneously run at |east three best
interest findings in addition to the ones we are doing in the
Bristol Bay area to be able to get those |icenses out as
qui ckly as possi bl e.

The bill also requires the Departnent of Natural Resources
Comm ssioner to establish set backs and noise mtigation
nmeasures for conpressor stations. It also requires the
operator to acquire base line water test data prior to

production or production testing. Again, one of the issues is
t hat once you have that baseline data then you will be able to
know whether there is any affect. We think with these oi
protectionists it is highly unlikely the water systemw || be
affected, but AOGCC will have the authority to require that
base line testing. In fact, [AOGCC] will be required to have
that testing before they [the | essees] drill the production
wells [a requirenment which is] again dealing with one of the
maj or concerns we have seen with coal bed nethane.

Finally [this bill] specifies the bonding requirenments for the
gas only | eases.

So, M. Chairman, this bill covers both the future | easing for
coal bed net hane and nonconventional gas. | think it provides
a good franmework for leasing in rural Al aska as well. And it
puts the best interest finding process back in front of the
| easing, and then it provides this overall regulatory
framewor k, which again has been a desire of the fol ks, the
concern of the folks out in the Mat-Su valley, and the Homer
area and other areas. And | think it does it in a way that
bal ances the interests of the industry and interests of the
State in seeing a production occur. And [this bill] provides
that additional |evel of environnmental protection that the
public wants. So | think it is a well-balanced bill that does
a lot of different things.

Co-Chair WIlken asked if this bill would effectively lift the
noratoriumcurrently in place.

M. Meyers replied that the Departnment of Natural Resources is
awaiting the final stages of the public process in the Mt-Su
val | ey. Five public neetings have been held, and the
reconmendati ons have been gathered. The Departnent is accepting
public coments on the draft finding guidelines and proposed
regul ations until My 21, 2004. The noratoriumwould lift after the
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public process is conpleted. The noratorium affects production

drilling in the Mat-Su valley; however, the drilling of core holes
and other evaluation work is not affected and has been able to
continue. This bill would effectively |ift the noratorium on the

pendi ng | eases because those | eases would not be issued. |nstead,
t he pendi ng | eases could be converted to a |icense.

Co-Chair Geen referenced an earlier discussion with M. Myers,
and certain concerns he expressed regardi ng State-owned | and. She
referenced information prepared by the Departnent asking if the
statenent "own any State |eases" refers to M. Myer's earlier
concerns.

M. Meyers responded that the two subjects are related. The program
is confusing in that the regulatory environment is regulated by the
type of |ease rather than by activity. In the Mat-Su valley there
are areas wWith conventional state |eases, shallow gas | eases,
Mental Health Trust |eases, private | eases, and potentially federal
| eases. Regulating only certain |eases and not others does not
pronote the creation of a cohesive regulatory environment. The
various | eases are under the authority of different agencies such
as the Alaska GO and Gas Conservation Conm ssion and the
Department of Environnmental Conservation, which do have the w de
authority to affect all of the | eases. The attenpt is being nade to
use a scientifically based pattern rather than a |easing based
pattern in establishing a cohesive regulatory franework.

Senat or Bunde noted this bill repeals the provision that all owed
t he Conm ssioner of the Departnment of Natural Resources to overrule
the authority of l|ocal zoning ordinances. He assuned that the
original provision was adopted in HB 69 "for good reason". He asked
if local zoning ordinances would be able to overrule the State's
access to subsurface rights.

M. Meyers responded that the repeal is very relevant to the Mat-Su
Borough, and potentially to the Kenai Peninsula Borough. The
Departnent supports the State's standards. Techni cal gui dance woul d
be provided to the boroughs as they established standards. The
Departnent is optimstic that a set of standards woul d be produced
that would be acceptable to both the State and to munici pal
governnments. The State maintains the constitutional right to
produce resources, and, as a result, if the local zoning ordinances
are unreasonable, the State's authority ultimtely supersedes the
authority of the nmnunicipalities and boroughs. HB 69 would not
change the bal ance between the State and the nunicipalities, but
woul d shift the constitutional authority of the State to the
Conmm ssi oner of the Departnent of Natural Resources. The State has
proven successful in working alongside nunicipalities such as the
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North Sl ope and Kenai Boroughs. In certain situations, |ocal zoning
ordi nances are appropriate to regulate activities such as the
pl acenment of facilities.

Senator Bunde informed that it is unlawful to hinder a property
owner from accessing their property.

SFC 04 # 108, Side B 05:23 PM

Senat or Bunde asked if a borough were to exclude its territory from
commerci al gas devel opnent, whether the State woul d be able to gain
access to the land through a court ruling.

M. Meyers affirnmed.
AT EASE 5:24 PM/ 5:25 PM

Amendnment  #1: This anendnment deletes the [|anguage of AS
38.05.180(ff)(3) in Section 41 on page 40, lines 6 - 12 of the
commttee substitute. The del eted | anguage reads as foll ows.

(3) for a nonconventional gas lease, if a bond is
sought under AS 38.05.130, before the anmount of the surety
bond to be posted is determned by the director, require, as a
condition for issuing the lease, that the director, after
notice and an opportunity to be heard, determne that, to
exercise rights under the reservation as set out in AS
38.05.125 and the |l ease, the |essee has no other reasonable
means of entry than access and entry upon the land of the
owner; the | essee has the burden of denonstrating conpliance
with the requirenent of this paragraph;

This anendnent also anends the I|anguage in subsection (gg)
following line 17 and inserts new | anguage to read as follows. No
| anguage in this subsection is del eted.

(gg) For an activity or operation related to the
extraction of coal bed nethane,

(1) for which the departnment by regulation requires
submi ssion and approval of a plan of operations before
activities or operations may be undertaken, the director
shall, as a condition for determ ning a bond requested under
AS 38.05.130, after notice and an opportunity to be heard,
review the plan of operations to determne if use of the
owner's land is reasonabl e necessary to extract the coal bed
nmet hane; a bond determ ned under AS 38.05.130 and this
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paragraph may, at the discretion of the director, be inposed
agai nst a statew de bond that has been posted by the person
initiating the request for determ nation of the bond if the
statewi de bond remains in effect, and an additional bond is
not required;

(2)
Co- Chair Green noved for adoption
Co-Chair WI ken objected for an expl anati on.
Co-Chair G een deferred to M. Myers.

M. Meyers explained that this technical anmendnent relates to
bondi ng authority and is necessary because the original |anguage
was included in the wong section of the original version of the
bill. The intent is that the bonding | anguage generally applies to
| eases, whereas the original |anguage only applied the bonding
provi sions specifically to a nonconventional | ease.

Co-Chair WIlken renoved his objection and the anendnent was
ADOPTED.

Senat or Bunde asked the cost of the inplementation of this
| egislation to the State in future revenues.

M. Meyers responded that this legislation would inprove future
revenues in the long term The over-the-counter shall ow gas | eases
were not significantly valuable nor desirable in the terns of
actual production, considering the limted depth of drilling, the
three-year lifespan of the | ease, and the |ack of a best interest
finding and bal ancing test, all of which resulted in specul ation.
Leases were purchased in areas not ideal for oil and gas
devel opnent. More noney was spent adm nistering the | eases than was
earned in value for them Legitimate applicants faced public
opposi tion because public input was hindered through the over-the-
counter |ease process. In areas where conpetitive |easing sales
woul d occur under this |egislation, conpetitive bidding would bring
in nore revenue than the current over-the-counter fee. Both the
State and the |essees would receive nore net profit under this
| egi sl ati on. The i npl enent ati on woul d require i ncreased
expenditures in the short termto accelerate the required findings,
but the benefits of an up-front public process woul d prove val uabl e
in the long term

Senator O son asked the type of protection the State woul d receive
in the event that a | ease buy back was required.
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M. Meyers answered that if the buy back is based on the anpunt
spent for exploration, the buy back cost is correspondingly |arge.
However, if the emnent domain status is used to purchase the
| ease, the cost is based on just conpensation, which consists of a
projected value of the potential resource. Buy back woul d be very
expensive, in certain cases tens of mllions of dollars or nore.

Senator O son restated his earlier question.

M. Myers answered that this bill does not contain buyback
provi sions. The conpetitive |ease program would ensure that the
public has greater acceptance of the devel opnent projects, and if
the public were content, the State would not need to buy back
| eases.

Senat or O son commented that he is in support of tax credits and
other incentives to encourage shallow gas devel opnent in rura
areas where energy is expensive. He would pursue such a proposal
during the next |egislative session.

Co-Chair Green offered a notion to report SCS CS HB 531 (RES) as
anended from Conmttee wth individual recomendations and
acconpanyi ng fiscal notes.

There was no objection and SCS CS HB 531 (FIN MOVED from Conmittee
with fiscal note #1 for $252,600 from the Departnent of Natura
Resources and fiscal note #3 for $20,000 from the Departnent of
Adm ni stration.

#HB489
HOUSE BI LL NO. 489

"An Act relating to the admnistration of the Al aska
Vocati onal Technical Center; and providing for an effective

date."
This was the first hearing for this bill in the Senate Finance
Commi ttee.
Co-Chair WIlken stated this bill, offered by the House Rules

Commttee by request of the Governor, would "authorize the
Department of Labor and Workforce Devel opnent to adm nister the
prograns of AVTEC, and to set rates for student tuition, room and
board. "

GREG OCLARAY, Comm ssioner, Departnent of Labor and Wbrkforce
Devel opnent, testified that SB 192, which transferred the Al aska
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Vocati onal Techni cal Education Center (AVTEC) fromthe Depart nent
of Education and Early Devel opnent to the Departnent of Labor and
Wor kf orce Devel opnent, inadvertently omtted a provision granting
the Departnment of Labor and Workforce Devel opnent authority to
determ ne student tuition and collect fees. This bill corrects the
oversi ght by granting the necessary authority to the Departnent of
Labor and Wor kforce Devel opnent.

Co-Chair Geen offered a notion to report the bill from Commttee
wi th individual recomrendati ons and acconpanyi ng fiscal note.

Wt hout objection HB 489 MOVED from Conmttee with zero fiscal note
#1 fromthe Departnent of Labor and Workforce Devel opnent.

#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 second hearing for this bill in the Senate Finance
Conmittee.
Co-Chair WIlken stated this bill, sponsored by Representative Carl

Moses, "adds a Southwest Al aska Vote Education Center in King
Sal non to the roster of entities eligible to receive noney under
t he Techni cal Vocational Education Program”

TI M BENETENDI, Staff to Representative Carl Mses, testified that
t he sponsor was not opposed to the addition of a repeal clause for
this | egislation.

Amendnent  #2: This amendnent extends the allocation of
appropriations to the Al aska Wrkforce Investnent Board from June
30, 2006 to June 30, 2010.

Co- Chair WI ken noved for adoption.

Co-Chair Green objected and stated her continued objection to this
| egi sl ati on.

Co-Chair Green renoved her objection and the amendnment was ADOPTED
wi t hout further objection.

Senator B. Stevens offered a notion to report CS HB 123 (FIN), as
anended, from Commttee wth individual recomendati ons and
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acconpanyi ng fiscal note.

There was no objection and SCS CS HB 123 (FIN) MOVED from Comm ttee
with zero fiscal note #1 fromthe Departnent of Labor and Wrkforce
Devel opnent .

#
ADJ CQURNIVENT

Co-Chair Gary WI ken adjourned the neeting at 05:37 PM
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