HOUSE FI NANCE COWM TTEE
April 14, 2005
1:54 P. M

CALL TO ORDER

Co- Chair Meyer called the House Finance Conmttee neeting to
order at 1:54:53 PM

VEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Eric Croft
Representative Ri chard Foster
Representati ve M ke Hawker
Representative Jim Holm

Representative M ke Kelly
Representative Carl Mses

Representati ve Bruce Weyhrauch

VEMBERS ABSENT

Represent ati ve Reggi e Joul e

ALSO PRESENT

Representati ve Max G uenberg; Representative Nor man
Rokeberg; Heather Nobrega, Staff, Representative Nornman
Rokeberg; Heath Hilyard, Staff, Representative Mke Kelly;
Pat Davi dson, Legislative Auditor, Legislative Audit
Division; Doug Woliver, Admnistrative Attorney, Al aska
Court System M chael Burns, Chief Executive Oficer, Al aska
Per manent Fund Corporation; Laura Achee, Al aska Pernanent
Fund Corporation; Janes Bal dw n, Assistant Attorney Ceneral,
Department of Law, Peter Naoroz, Staff, Representative Max
G uenberg; Laura Achee, Al aska Permanent Fund Cor poration

PRESENT VI A TELECONFERENCE

Dan Di cki nson, Director, Tax D vision, Department  of
Revenue, Anchorage; Jim Towl e, Executive Director, Al aska
Dental Society, Anchorage; Gayle Voightlander, Assistant
Attorney Ceneral, Departnent of Law, Anchorage; Jim Gasper,
Public Safety Enployees Association, Anchorage; Steve Van
Sant, State Assessor, Departnent of Comerce, Conmunity and
Econom ¢ Devel opnent, Anchor age

SUMVARY
HB 27 An Act relating to an optional exenption from

muni ci pal property taxes on certain residences of
| aw enf orcenent officers.
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#HB/1
HB 71

HB 103

HB 169

HB 211

HB 215

CS HB 27 (FIN) was reported out of Conmttee with
“individual recommendations” and with zero note #1
by the Departnent of Comerce, Community &
Econom c Devel opnent.

An  Act relating to a credit for certain
expl oration expenses agai nst oi | and gas
properties production taxes on oil and gas
produced from a |ease or property in the state;
relating to the deadline for certain exploration
expenditures used as credits against production
tax on oil and gas produced from a |ease or
property in the Al aska Peninsula conpetitive oi
and gas area wide |ease sale area after July 1,
2004; and providing for an effective date.

HB 71 was POSTPONED.

An Act requiring an actionable claim against the
state to be tried without a jury.

CS HB 103 (FIN) was reported out of Commttee with
a “no recommendation” and with fiscal note #1 by
the Al aska Court System and fiscal note #2 by the
Departnent of Law.

An Act relating to the educational requirenments
for certain real estate brokers, associ at e
brokers, and sal espersons with new or suspended
| icenses; and allowing real estate brokers to hire
certain experts to revi ew real estate
transactions; and providing for an effective date.

CS HB 169 (FIN) was reported out of Commttee with
a “do pass” recommendation and wth zero note #1
by the Departnent of Commerce, Community &
Econom c Devel opnent.

An Act extending the term nation date of the Board
of Dental Exam ners; and relating to dentists and
dental hygi eni sts.

CS HB 211 (FIN) was reported out of Commttee with
a “no recommendation” and with fiscal note #1 by
the Departnment of Commerce, Community & Econom c
Devel opnent .

An Act relating to the investnent responsibilities
of the Al aska Permanent Fund Corporation; relating
to regul ations proposed and adopted by the Board
of Trustees of the Alaska Pernmanent Fund
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Corporation and providing procedures for the
adoption of regulations by the board,; and
providing for an effective date.

CS HB 215 (FIN) was reported out of Commttee with
a “no recomendation” and with zero note #1 by the
Al aska Per manent Fund Conm ssi on.

1: 56: 29 PM

#HB211
HOUSE BI LL NO._ 211

An Act extending the term nation date of the Board of
Dental Exam ners; and relating to dentists and dental
hygi eni st s.

Representative Foster MOVED to ADOPT work draft #24-LS070\ G
M schel, 4/8/05, as the version of the bill before the
Commttee. There being NO OBJECTIQN, it was adopted.

REPRESENTATI VE M KE KELLY, SPONSOR, stated that HB 211 woul d
provide an extension for the Board of Dental Examners to
June 30, 2011, as recommended by a Legislative Audit #08-
20031- 04, dated August 5, 2004. The extension would aid in
“snoot hing out the nunber of boards and comm ssions that
come under sunset in a particular year”.

HB 211 includes changes to the Dental Board statutes, which
cleans-up issues for the Board of Dental Exam ners. The
changes are descri bed:

e Inplenents continuing education requirenents for dental
hygi enists in an amount of 14 hours for the previous
two years.

 Mdifies the inspection period for radi ol ogi cal
equi pnent used in dentistry to five years to better
accommodat e periodic inspections.

e Carifies qualifications for |licensure by nore clearly
identifying inpairnment and ads a new section.

e Carifies the requirenents for specialty |icensure by
requiring that the applicant neet the qualifications
for licensure as a dentist in Al aska, and passes an
exam nation given by either the Wstern Regional
Exam ning Board, the Central Region Dental Testing
Service, the Central Region Exam ning Board or that the
applicant neet the qualifications for licensure as a
dentist in Alaska and be certified by a specialty
certification board, recognized by the Anmerican Denta
Associ ati on.

Representative Kelly sunmarized that the changes resulting
froma joint neeting with representatives fromthe D vision
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of COccupational Licensing, Al aska Board of Dental Exam ners
and the Al aska Dental Society. The changes were discussed
with representatives from the Al aska State Dental Hygiene
Associ ati on.

1: 58: 44 PM

HEATH HI LYARD, STAFF, REPRESENTATIVE M KE KELLY, clarified
the changes made to the conmmttee substitute. The first
change was on Page 2, Line 8, renoving “and by” allow ng
Board clarification. Also, Page 7, Lines 2-9, would allow
the Board of Dental examners to approve any exam nation
deened appropri ate.

1: 59: 43 PM

Representative Hol mreferenced Page 4, Section H, which adds
the |anguage regarding conviction of a crine that mght
adversely reflect the applicant’s ability to perform safe
denistry. M. Hlyard requested that M. Tow e testify to
address that query.

2: 00: 32 PM

JIM  TONE, (TESTIFIED VIA TELECONFERENCE), EXECUTI VE
DI RECTOR, ALASKA DENTAL SOCI ETY, ANCHORAGE, responded that
the intent was to bring clarity regarding crinmes that would
not inpact ones ability to practice dentistry. He
acknow edged that he did not know the full history of the
| egi sl ati on. The | anguage would not directly relate to a
dentist’s ability or appropri at eness to practice.
Previously, there was confusion. The | egislation provides
the Board authority to review and decide whether the
situation would inpact the dentist’s ability to be a good
practitioner.

Representati ve Hol m questi oned where the |ine would be drawn
and thought the | anguage was “fuzzy”.

2: 02: 28 PM

M. Tow e pointed out that the Al aska Dental Society had
worked with all interested parties to determ ne a consensus.

Representati ve Wyhrauch asked if Section H was a part of
the original bill. M. Hlyard replied it was as
recommended by the Al aska Dental Society.

In response to queries voiced by Representative Wyhrauch
M. Towe clarified that specific information was related to

the actual practice of dentistry. |[If sonmeone was convicted,
the Board would determine if there had been a history that
m ght inpact that person’'s ability to practice. Such

i nformati on would not be reported to the National Data Bank.
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He added that the original request had conme from the Board
of Dental Examners to guarantee that they had proper
authority to see the board picture.

Representati ve Wyhrauch proposed addition of [|anguage in

Subsection H, followng “dentistry”, inserting “at the tine
of application”. M. Towe was confident that the Board
woul d take any history into consideration. He did not

object to the addition of the clarifying | anguage.

2:07:14 PM

Representative Wyhrauch questioned if the amendnent were
not adopted, would the Board still take that person’s
history into consideration. M. Tow e affirned.

Vice-Chair Stoltze comented that Section H was unusual
| anguage. M. Towe noted that when it was drafted, it
provided the Board broad authority to be able to determ ne
what affects an individual’s ability to be a good dental
practitioner. The Board nust review and nake appropriate
deci si ons. The proposed |anguage would not hanstring the
Board, but would be broad enough to guarantee that the
Dental Board wunderstands what 1is appropriate and acts
accordingly.

2:10: 38 PM

Represent ati ve Weyhrauch referenced Page 1, Section 2, which
reduces the nunber of active hygiene, dental tine from 728
to 700 hours and asked why that change was proposed. M
Tow e thought it was adequate and woul d be nore appropriate.
The proposed | anguage origi nated fromthe Board.

2:11: 46 PM

Representative Kelly MOVED to REPORT CS HB 211 (FIN) out of
Committee wth individual recommendations and wth the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CS HB 211 (FIN was reported out of Committee with a “no
recommendation” and with fiscal note #1 by the Departnent of
Commerce, Community & Economi c Devel opnent.

2:13: 08 PM

#HB103
HOUSE BILL NO 103

An Act requiring an actionable claim against the state
to be tried without a jury.
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REPRESENTATI VE M KE KELLY, SPONSCR, stated that HB 103 woul d
make a small but inportant change to the manner in which
clains against the State are adjudicated. The doctrine of
“sovereign imunity”, originally taken from English conmon
law, is famliar within the |egal system The doctrine
precludes the institution of a suit against the sovereign
[ governnent] w thout consent. It is intrinsic to the |egal
system

The Alaska State Constitution addresses the issue of
sovereign imunity in Article 2, Sec. 21, when it grants the
Legi slature sole authority to determ ne the manner in which
suits against the State are tried. Wt hout that addition
the language in Article 1, Sec.16, specifically refers to
“common | aw’, presupposes that sovereign immunity is
absolute in Al aska.

Representative Kelly continued, although HB 103 does change
from the current standard of a trial by jury in a claim
against the State, it returns to the standard that was in
pl ace until 1975. Since that tinme, there have been a nunber
of cases that have resulted in exorbitant jury awards
against the State. HB 103 would acconplish the intent by
making a direct statutory change. He urged support of the
| egi sl ati on.

2:17: 08 PM

HEATH HI LYARD, STAFF, REPRESENTATIVE M KE KELLY, offered to
answer questions of the Conmttee.

Co-Chair Meyer inquired if there was concern that a judge
woul d be harsher than a jury. M. Hilyard replied that had
been considered as a possibility. It has been a long tine
since there was a trial decision by a judge that there are
no statistics avail able. Representative Kelly interjected
that could be the case and m ght not be inappropriate. He
stressed that the bill addresses the “deep pocket” concern
of the State and was worried about sonme jury awards.

2:18: 58 PM

Representati ve Weyhrauch defended sone of the “deep pocket
cases of the State”. Representative Kelly noted that there
were a nunber of cases cited. He noted that a constituent
who is a retired | awer requested the bill. Representative
Kelly nentioned that historically there have been sone
out rageous rewards.

Representative Weyhrauch asked if the l|egislation had been
geared toward cases in Bethel and Western Al aska and not the
ones in the Big Lake fire areas. Representative Kelly
responded that his concern was with the small er ones such as
t he wi ndsock case.
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2:21: 50 PM

In response to further queries by Representative Wyhrauch,
Representative Kelly commented that there are four states
that do not allow their state to be sued.

GAYLE VO GHTLANDER, (TESTIFIED VIA  TELECONFERENCE)

ASSI STANT ATTORNEY GENERAL, DEPARTMENT OF LAW ANCHORAGE
offered to answer questions of the Commttee regarding the
Departnent of Law s fiscal note.

Representati ve Wyhrauch comented on the cases sighted as
exanples of jury awarding “deep pockets”, and inquired how
many had actually been paid out. Ms. Voi ghtl ander advi sed
that the w ndsock case continues to be in litigation; the
ot her three have been conpl et ed.

Representati ve Weyhrauch referenced the case sighted in the
Bet hel wverdict and asked if there had been a notion to
reduce the amount of that verdict. M. Voightlander advised
in that case, there have been post trail notions. Also, the
search and rescue case was appeal ed and then cross-appeal ed.
The Departnent of Law asked for |arge verdicts fromthe | ast
few years.

2:26: 15 PM

Vice-Chair Stoltze mentioned an incident in Chugiak in the
early 1990's, wultimately, in which that woman received a
settlenent. He asked how that case woul d have been affected

through the proposed statutory change. Ms. Voi ght | ander
explained that case was tried wth the State as the
def endant . A negotiated settlenent anmount was determ ned.

If HB 103 had been in effect, a judge rather than the jury
of twelve would have deliberated the case.

2:29: 26 PM

DOUG WOOLI VER, ADM NI STRATI VE ATTORNEY, ALASKA COURT SYSTEM
noted that the Courts anticipate a $16 thousand doll ar
savings with inplenmentation of the legislation. That anount
was determined by figuring out how many jury trials there
were in the last five years. There have been approximtely
20 cases during that time. He checked all costs associated
with those trials, which averaged approxi mately $4 thousand
dol lars per trial

2:31:10 PM

Representati ve Weyhrauch MOVED to ADOPT Anendnent #1, addi ng
a new sentence on Page 1, Line 5, “the State may request a
jury trial under this subsection”. Co-Chair Meyer OBJECTED.
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Representative Kelly noted that he did not object to the
anmendnent . Co- Chair Meyer W THDREW his OBJECTI ON. There
bei ng NO further OBJECTI ON, Anendnment #1 was adopt ed.

2:33: 27 PM

Representative Kelly MOVED to REPORT CS HB 103 (FIN) out of
Committee wth individual recommendations and wth the
acconpanying fiscal notes. Representative Croft OBJECTED.

Representative Croft comented that he did not Iike
supporting the taking of people’ s rights away. There is a
reason we have a constitutional right to a jury trail. He
mai ntai ned that the right to take a case before peers and
peopl e not enployed by the governnent, is inportant. The
governnent has gotten so pervasive; it can determnately
affect a person's life. Representative Croft thought it

woul d be un-wise to pass the proposed legislation since it
goes against our country’s history. He reiterated that he
did not support the bill

Representati ve Wyhrauch observed that there is a right in
this society to a jury trial. A jury is made up of a broad
section of people. He sited a case, which he litigated and
whi ch he had requested a jury trial. The case ultimately
settled with the jury's verdict against the State. There
were fees and costs built into that cost. There are
instances in which the State will have to pay; however,
within the context of a jury trial, there is an appeal
process.

The State, currently is immune and cannot award damages
against the State. Right now, when a case appears and there
is a punitive danmage award, the State gets half of that
award. He enphasized that sonetinmes, the State should pay,
as there is gross negligence. Sonetines the verdict ends up

with the person getting fired. Representative Wyhrauch
believed that juried trials usually end up wth society
benefiting as a whole. He clarified that he does not

di strust judges, however, sonetines the State rightfully
shoul d pay.

2:40: 49 PM

Vice-Chair Stoltze pointed out his history and voting record
for legal reform neasures, however was concerned with the
proposed |l egislation. He stated that he respects the intent
but was not confortable with the concept of “deep pockets”.

Representative Kelly interjected that the present debate
highlights the difficult issue being addressed through the
| egi sl ati on and acknow edged the “heart” of that struggle.
He believed that HB 103 was a “good bill” and woul d save the
St at e noney and abuse.
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2:44: 06 PM

A roll call vote was taken on the MOTION to MOVE the bill
from Comm ttee.

I N FAVOR: Holm Kelly, Stoltze, Wyhrauch, Foster,
Hawker, Meyer, Chenault
OPPCSED: Moses, Croft

Representative Joul e was not present for the vote.

The MOTI ON PASSED ( 8- 2).

CS HB 103 (FIN was reported out of Committee with a “no
recommendation” and with fiscal note #1 by the A aska Court
System and fiscal note #2 by the Departnent of Law

2:45:11 PM

#HB215
HOUSE BI LL NO._ 215

An Act relating to the investnent responsibilities of
the Alaska Permanent Fund Corporation; relating to
regul ati ons proposed and adopted by the Board of
Trustees of the Al aska Permanent Fund Corporation and
provi di ng procedures for the adoption of regulations by
the board; and providing for an effective date.

REPRESENTATI VE NORVAN ROKEBERG, SPONSOR, noted that the bil
was  brought forward by the Alaska Pernanent Fund
Cor por at i on. He stated that the bill wuld change the
current policy of statutorily limting the allocation of the
agency’s portfolio.

Representative Rokeberg referenced Anendnent #1, #24-
LS0698\ A. 1, Cook, 4/1/405. (Copy on File). He requested
consi deration of the amendnent, which would provide that the
Board of Trustees could go through the rule adoption prior
to the effective date of the bill. He reiterated his
support of Anmendnent #1. The Board needs authority in order
to be able to start drafting regulations and would happen
w th passage of the anendnent.

2:47: 27 PM

Vice-Chair Stoltze inquired if the amendnent would delete
the effective date. Reprehensi ve Rokeberg said it would
change the effective date in order to allow for the rule
maki ng authority to nove forward.

M CHAEL BURNS, CH EF EXECUTIVE OFFI CER, ALASKA PERVANENT
FUND CORPORATION, directed his coments to the |egislation.
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Initially, the fund was |imted to a bond portfolio.
Overtime, the Legislature |oosened those restrictions,
creating a statutory list of perm ssible investnents. He
noted that that 45 of the 50 states have elimnated the
statutory lists and now use the prudent investor rule.

2:49: 25 PM

M. Burns provided a handout “Reducing R sk, Increasing
Return”, and referenced Page 4. (Copy on File). The chart
i ndi cates potential risk and return for various portfolios
under the Fund' s current investnent restrictions and under
the prudent investor rule. The underlying asset allocations
for the main points of the chart are shown. The chart
denonstrates that under the prudent investor rule, the Fund
could potentially earn the sanme return as the current
portfolio with 3% ess risk.

2:52: 03 PM

LAURA ACHEE, ALASKA PERMANENT FUND CORPORATION, offered to
answer questions of the Conmttee.

Represent ati ve Rokeberg requested that M. Burns explain the
inpacts on the fixed inconme portfolio. M. Burns advised
that in a raising rate environnent, the portfolio is very
vul nerable to price declines.

Represent ati ve Rokeberg added that as interest rates go up,
the principle balance is actually |oosing noney. He asked
how the bill allows managing that risk. M. Burns responded
that addressing the value of the principle, there are a
nunber of “tools” the Corporation m ght use:

e Absolute return strategy;

e Various hedging; and

 Derivatives.
M. Burns nentioned “hard” assets. There are a variety of
strategi es and conbinations of assets that can protect the
State against rising rates.

2:54:54 PM

Representative Hol mreferenced the prudent investor rule and
asked how it relates to the current discussion. M. Burns
responded that the prudent investor rule was established in
1994. The requirenents are “not to be right”, instead
encouragi ng a process invol ving questions and standards.

Representative Holm asked what happens if there are no

st andar ds. M. Burns replied that it is the process in
pl ace, managing oneself and neasuring the risks. The
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prudent investor rule is about the diligence placed on the
controls and how the fund operates. He acknow edged t hat
was vague.

2:57:15 PM

Representative Holm commented that investing is a form of
art. He asked how the Board determnes if the standards of
the prudent investor rule are being net. M. Burns stated
that the Board has to neasure how things are presented and
foll ow-up on those concerns. The prudent investor rule is a
managenent process tool and a way of doing business. He
nmentioned the | egal conponents.

3:01:11 PM

In response to Representative Holm M. Burns pointed out
the primary decision the Board nmakes is determ ning what the
asset allocations are going to be. From there, it 1is
determned who will be responsible for inplenenting it. He
agreed it is a “termof art”.

Representative Holm acknowl edged he was nervous given
concerns managing the Public Enploynent Retirenent System
(PERS) and the Teachers Retirenent System (TRS).

3:02: 33 PM

Co-Chair Meyer asked if the investnent strategy was
conservati ve. M. Burns responded it was a very
conservative managed fund, consisting of a balance of asset
categories and styles for growh and equity in the fund. He
enphasi zed that it is diversified.

Co- Chair Meyer asked if the investnent strategies would stay
the sanme through passage of the |egislation. M. Burns
expl ained that sone of the asset categories would repl ace
sone of the fixed incone categories, which would renove the
price swing vulnerability. The private equity deals are
hopeful and that the Board would |like to expand the private
equity type investnents.

3:06: 24 PM

Representative Croft inquired the expected return in Mrch
2004. WM. Burns pointed out that the historical status is a
7.83% return of the picked asset mx. The standard
deviation is 10.29% Representative Croft understood that
is an asset m x used to achieve those goals.

Representative Croft referenced Page 5 of the handout,

inquiring about the regulatory interest. M. Burns noted
those are sone category potentials.
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Representative Croft asked that wwth a little nore risk, was
it possible that the Fund coul d receive higher returns. M.
Burns replied it is such a snall draw on the fund, not I|ike
a pension fund and the draw tends to be around 5% The
Board has the patience to stay in a fund for a |l onger term

Representative Croft inquired about the relative individual
risk. M. Burns responded that the Permanent Fund functions
as an endownrent .

3:10: 22 PM

M. Burns spoke to the risk factors and return |evels.
Representative Croft asked if that was addressed through
switching the large cap equities. M. Burns said whatever
the conbination, the intent is to accunulate a portfolio of
assets, where performance is not connected to each another.
He pointed out that sonme private equities do not always have
a correlation to each another. It is of no concern how each
asset perforns but instead, how the portfolio perforns as a
whol e.

Represent ati ve Rokeberg added that the asset mx can | ower
the ri sk.

3:13: 30 PM

Representative Wyhrauch noted a new section of the bill
addressing regul ati on adoption. M. Burns discussed that
the constitutional anmendnent, which created the Permanent
Fund, describes assets prescribed by law and that the
Legi sl ature should grant rul e-nmaking authority to the Board
of Trustees.

Vice-Chair Stoltze inquired if that could alter the basket
requi renent anount. M. Burns responded that at present,
t he basket clause is at 10%

Vice-Chair Stoltze inquired if there was a statutory anount
indicating a specific dollar figure. M. Burns reiterated
it was 10% The overriding principle will always be the
prudent investnent rule and one tenant is diversification.

3:16: 35 PM

Representative Croft read fromAS 37.13.121: “Mortgages are
capped at 15% real estate investnent capped at 15% CD s
and other investnents capped at 20% donestic and non-
donestic capped at 55% "~

Vice-Chair Stoltze asked if the legislation provides for
investing in the gas line proposal. M. Burns said that the
Per manent Fund would need specific statutory authority to
invest in sonething like that. Vice Chair Stoltze asked if
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the | anguage was broad enough to allow for it. M. Burns
t hought it m ght be depending on the proposed anount.

Representative Wyhrauch pointed out that last year’s
| egi sl ati on had an anendnent that allowed the Permanent Fund
to specifically invest in the gas pipeline. The Senate
Fi nance Comm ttee stripped that clause out.

3:19:42 PM

Co-Chair Chenault asked if the legislation would provide
that hedge funds be wused and the 1% Permanent Fund
designation. (Testinony inaudible).

M. Burns replied that a hedge fund strategy could very well

be a part of the legislation. Hedge funds can provide a
broad handle. There is no percent at this tinme on in-State
I nvest nment s. The Board was insulated from politica

pressure last session by stripping out the clause that
menbers could be renoved for “cause”. The Board 1is

i ndependent and nenbers have a four-year staggered term He
pointed out that the Board would like to do nore in-State
i nvesting.

3:22: 06 PM

Represent ati ve Hawker added comments toward diversification
as mandated by the prudent investor rule and prohibiting the
concentration of risk in small environnents. M. Burns
acknow edged it has been a challenge attenpting to invest in
Al aska because there are only a few projects in the State
| ar ge enough.

3.23:14 PM

Representative Rokeberg nentioned investnent in the gas
pi pel i ne. He thought that a pipeline investnent would
provide a nore fixed incone portfolio. He added it could be
limted by that investnent strategy. M. Burns nentioned

the categories of the prudent investor rule:

« Diversification,
« Concentration, and
e Determning if it is of an investnent grade.

Representati ve Rokeberg maintained that the only possible
way to use any funding above the criteria would be through
passage of the proposed | egislation. M. Burns thought
that, however, the process could be addressed such as
| egi slative intent and it would be appropri ate.

3:26: 02 PM
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Representati ve Weyhrauch interjected that if the investnent
neets the prudent investnent rule, then the State should
invest init.

Representative Croft pointed out that he could not find a
provision within statute that would prevent investing in the
pi pel i ne. He thought investing would be |imted as it is
currently within the 5% market basket. He thought it could
be difficult to justify under the prudent investor rule, but
saw no restrictions in what <could be done through
regul ati on.

M. Burns informed nenbers that the Trustees take their
fiduciary role seriously. He believed that the limtations
of the prudent I nvest or rule could limt pi peline
i nvest ment .

Representative Kelly stated the proposed legislation is
i nportant and understood it would take the decisions from
the Legislature and place it wwth the qualified Board.

3:29:42 PM

Representative Hawker MOWED to ADOPT Anendnent #1, #24-
LSO0698\ A. 1, Cook, 4/14/05. (Copy on File). Vi ce-Chair
Stol tze OBJECTED

Representati ve Rokeberg explained that Amendnment #1 was a
housekeepi ng neasure, authorizing the Board to proceed wth
the regulation rule making it prior to the effective date.
Vice-Chair Stoltze WTHDREW his OBJECTI ON. There being NO
further OBJECTION, it was adopted.

Representative Weyhrauch MOVED to ADOPT Anendnent #2, Page
3, Line 8, delete “mailing” and insert “providing”. Vi ce-
Chair Stoltze OBJECTED

Representative Wyhrauch explained that current |anguage
does not include other options such as enumiling and faxing.

The anended |anguage wll be broader. Representati ve
Rokeberg supported the change. Vice-Chair Stoltze W THDREW
hi s OBJECTI ON, Anmendnent #2 was adopt ed.

3:32:17 PM

Representative Foster MOVED to REPORT CS HB 215 (FIN) out of
Committee wth individual recommendations and wth the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CS HB 215 (FIN was reported out of Committee with a “no

recoomendation” and wth =zero note #1 by the Alaska
Per manent Fund Conmm ssi on.
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3:32:45 PM

#HB169
HOUSE BILL NO. 169

An Act relating to the educational requirenments for
certain real estate brokers, associate brokers, and
sal espersons with new or suspended |icenses; and
allowing real estate brokers to hire certain experts to
review real estate transactions; and providing for an
effective date.

REPRESENTATI VE NORVMAN ROKEBERG, SPONSOR, referenced Page 8.
Representative Kelly MOVED to ADOPT Anmendnent #4, Page 8,
Li nes 22-30. Co- Chair Chenault OBJECTED for discussion
pur poses.

Represent ati ve Rokeberg noted that the amendnent recommends
addi tion of Section 15.

Co-Chair Chenault clarified that was not Amendment #3. He
poi nted out that Amendnent #3 had been W THDRAWN.

Representative Kelly repeated the notion to MOVE Anendnent
#4. Co-Chair Chenault WTHDREW his OBJECTION. There being
NO further OBJECTI ONS, Anendnment #4 was adopt ed.

3: 36: 38 PM

Representative Croft MOVED to REPORT HB 169 out of Committee
wi th individual recommendations and with the acconpanying
fiscal note. There being NO OBJECTION, it was so ordered.

CS HB 169 (FIN was reported out of Committee with a “do
pass” recomendation and with zero note #1 by the Departnent
of Commerce, Community & Econom c Devel opnent.

3:38: 06 PM

#HB27
HOUSE BI LL NO. 27

An Act relating to an optional exenption from nunicipa
property taxes on certain residences of |aw enforcenent

of ficers.
REPRESENTATI VE MAX GRUENBERG, SPONSCR, explained that the
purpose of the bill was to encourage |aw enforcenent
officers to purchase hones and live in areas needing
additional police protection. It would allow nunicipalities

to pass an ordinance giving an exenption of up to $150, 000
of assessed valuation on the primary permanent residence of
any | aw enforcenent officer who lives in a high crine area.
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The bill permits a municipality, by ordinance, to designate
areas in which the primary permanent residence owned and
occupied by a |l aw enforcenent officer would be exenpted from
taxation up to $150,000 of the assessed valuation per
of fi cer/ owner-occupant (up to a nmaxi num of $300, 000 assessed
val uati on per property.)

Representati ve G uenberg pointed out that the ordi nance nust
define “law enforcenment officer” and designate specific
areas, as either:

e (1) Areas eligible under governnental progranms allow ng
speci al assistance for urban devel opnment, nei ghborhood
revitalization, or |aw enforcenent, or

e (2) Statistically high crine areas.

Representative G uenberg advised that there would be no
cost to the State for the program

JI M GASPER, (TESTIFIED VIA TELECONFERENCE), POLI CE OFFI CER
PUBLI C SAFETY EMPLOYEES ASSOCI ATI ON, ANCHORAGE, noted that
he represents over 200 municipal police officers throughout
the State. He thought that the bill was drafted to provide
discretion to the municipalities that want to participate in
the program He stated that it is a good nethod of
advanci ng the concept of comunity policing. It could be
extended to State police for policing high crine areas. He
thought it would be good policy for the State and voiced
support for the bill

3:44:17 PM

STEVE VAN SANT, (TESTIFIED VIA TELECONFERENCE), STATE
ASSESSOR, DEPARTMENT OF COVWMERCE, COVMMUNITY AND ECONOM C
DEVEL OPMVENT, ANCHORAGE, voi ced appreci ation to
Representati ve G uenberg for addressing the concerns of the
State Assessor’s office. He voiced support for the bill

3:44: 58 PM

Representative Gruenberg clarified the conceptual Anmendnent
#1, Subsection (s) on Page 1, Line 8 anmended to read:

“(s) A nunicipality may be ordi nance designate an area
within its boundaries that is an eligible area and exenpt
from taxation an amount not to exceed $150,000 of the
assessed value of real property within the area [that is]
if the property is primarily residential and owned and
occupied as the prinmary permanent place of abode by a | aw
enforcenent officer for the entire parcel.”

In response to a query by Vice-Chair Stoltze, Representative
G uenberg explained that if the parcel were a zero lot |ine,
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then it would be able to occur. However, if there was a
triplex or duplex on the land and it was titled as a single
parcel, it could be divided. The nost that can be received
is $150, 000 dol Il ars.

Representative Kelly asked why would the State want to
encourage two police in the sanme area. Representati ve
G uenberg responded, they could be a social unit such as a
famly or two people that were co-tenants.

Representative Kelly thought there could be potential for
abuse. Representati ve Gruenberg replied that at least in
the Mouuntain View area, it would be unlikely to find any
properties of that val ue.

Representative Croft MOVED to ADOPT conceptual Amendnment #1.
Co- Chair Chenaul t OBJECTED.

After looking at the printed version of the conceptual
amendnent, Co-Chair Chenault WTHDREW his OBJECTION. There
being NO further OBJECTION, conceptual Amendnent #1 was
adopt ed.

3:53: 37 PM

Vi ce-Chair Stoltze asked about constitutional i ssues
regarding the police departnent and where they reside.
Representative Guenberg was not aware of anything that
could prohibit it in the future. Co-Chair Chenault noted
that in his area, it is required that the troopers Ilive
within the city limts. He thought that the legislation
woul d hel p police officers out.

3:55: 39 PM

Representative Kelly suggested adding | anguage: “No nore
than one exenption for the sanme property be granted”.
Representati ve G uenberg suggested that if that | anguage was
adopted, it would be inportant to strike the sentence from
Li nes 8-10.

Representative Kelly MOVED to ADOPT Conceptual Anendnent #2.
3:58:50 PM

Represent ati ve Hawker OBJECTED for discussion purposes. He
t hought that the amendnent could put the primary focus on

the residential |ocation. He questioned if the exenption
should track the property or the people working as |aw
enforcenment officers. He nentioned that he wanted to see

every law enforcenent officer have the option of the
pr oposal .
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Representative Croft suggested del eting | anguage on Lines 8-
10. Co-Chair Chenault agreed, however, noted that on Line
6, the taxation may not exceed $150, 000 assessed value. He
supported one exenption.

3:57: 57 PM

Vice Chair Stoltze recommended inserting the | anguage: “Only
one exenption”.

4:00:46 PM

Representati ve Hawker W THDREW his OBJECTION to Anmendnent
#2. Representative Guenberg supported the verbiage
proposed by Vice Chair Stoltze.

4:01: 25 PM

Co-Chair Chenault OBJECTED to conceptual Anmendnent #2 as he
foresaw nore problens related to marital status and spousal
i ssues.

Representative Croft thought that renoval of that sentence
could allow the nmunicipalities to decide. He did not think
it would do much harm

Co-Chair Meyer thought that if it was nodeled after the
senior exenption, it should be consistent. Representati ve
Gruenberg replied that it was nodeled after a different
statute, AS 29.45.050, regarding the granting of exenptions
for sane property.

Representative Kelly WTHDREW conceptual Anendnent #2.
4:04:59 PM

Representative Guenberg requested that the bill drafter
insert the | anguage from conceptual Anendnent #1 where it is
nost appropri ate.

4: 05: 56 PM

Representative Foster MOVED to REPORT CS HB 27 (FIN) out of
Committee wth individual recommendations and wth the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CS HB 27 (FIN was reported out of Conmttee wth
“indi vidual recomendations” and with zero note #1 by the
Departnent of Comrerce, Community & Econom ¢ Devel opnent.

#

ADJ QURNVENT
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The neeting was adjourned at 4:07 P. M
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