HOUSE FI NANCE COWM TTEE
May 3, 2006
8:51 a.m

CALL TO ORDER

Co- Chair Meyer called the House Finance Conmittee neeting to
order at 8:51:12 AM

MVEMBERS PRESENT

Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representati ve Ri chard Foster
Representati ve M ke Hawker
Representative Jim Hol m

Representati ve Reggi e Joul e
Representative Mke Kelly
Representative Beth Kerttul a
Representative Carl Moses

Representati ve Bruce Weyhrauch

MEMBERS ABSENT

Representative M ke Chenault, Co-Chair
ALSO PRESENT

Linda Hall, Director, Division of Insurance, CCED, Scott J.
Nordstrand, Comm ssioner, Departnent of Admnistration;
Senator Fred Dyson; Senator Donny d son; John MacKi nnon,
Deputy Director, Departnment of Transportation and Public
Facilities; Peter  Putzier, Senior  Assistant  Attorney
CGeneral, Transportation Section, Departnent of Law, Gary
A son, Chairman, Al aska Mbose Federation

PRESENT VI A TELECONFERENCE

Jim MMIlian, Deputy Director of Credit & Business
Devel opnent, Al aska |Industrial Devel opnent and Export
Aut hority (Al DEA)

SUVMVARY

CONFI RVATI ONS:

Al aska Mental Health Trust Authority Board Confirmations:
Laraine L. Derr, Juneau
Paul a Easl ey, Anchorage
Roy Huhndorf, Anchorage

St at e Assessment Revi ew Boar d:
Mary Kel | er

CSSB 289( FI N)
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SB 317

"An Act relating to the paynent of insurer
exam nation expenses, to the regul ati on of managed
care insurance plans, to actuarial opinions and
supporting docunentation for an insurer, to
insurance firns, nmanaging general agents, and
third-party admnistrators, to eligibility of
surplus lines insurers, to pronpt paynment of
health care insurance clains, to required notice
by an insurer, to individual deferred annuities,
to mental health benefits under a health care
insurance plan, to the definitions of 'title
insurance |imted producer’ and of other terns
used in the title regulating the practice of the
busi ness of insurance, and to small enployer
heal th insurance; repealing the Small Enployer
Heal th Rei nsurance Associ ation; making conform ng
amendnents; and providing for an effective date."

CSSB 289 (FIN) was REPORTED out of Conmittee with
a "no recomendation” and with zero fiscal note #1
by the Departnment of Commerce, Conmmunity and
Econom ¢ Devel opnent.

"An Act relating to the purchase by the Al aska
Housi ng Fi nance Corporation of a parking garage in
Anchorage, Al aska and approving the issuance of
bonds for the purchase of that parking garage;
provi di ng notice  of, and aut horizing the
conmm ssioner of the Departnment of Admi nistration
to enter into, a | ease-purchase agreenent with the
Al aska Housing Finance Corporation for that
parking garage; and providing for an effective
date."

SB 317 was REPORTED out of Commttee wth
i ndi vi dual recomrendations and with fiscal note #1
by the Departnment of Adm nistration.

CSSB 274(STA)

"An Act relating to the disposition of forfeited,
surplus, and unclained firearns by the state.”

HCSSB 274 (FIN) was REPORTED out of Commttee with
a "do pass" reconmmendation and with fiscal note #1
by the Departnent of Administration and with zero
fiscal note #2 by the Departnent of Public Safety.

CSSB 188( FI N)

"An Act relating to the maxi num anount of | oans
from the bulk fuel revolving loan fund to one
borrower in a fiscal year."

CSSB 188 (FIN) was REPORTED out of Conmittee with
a "do pass" recommendation and with zero fisca
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note #2 by Departnent of Commerce, Community and
Econom c Devel opnent .

SB 271 " An Act aut hori zi ng t he conmm ssi oner of
transportation and public facilities to
participate in certain federal highway prograns
and relating to that authorization; relating to
powers of the attorney general to waive immunity
from suit in federal court related to those
prograns; and providing for an effective date."

SB 271 was REPORTED out of Committee with a "no
recomrendation” and with fiscal note #1 by the
Depar t ment of Transportation and Publ i c
Facilities, and wth zero fiscal note #2 by the
Depart ment of Environnmental Conservati on.

8:52: 08 AM

CONFI RVATI ONS

Al aska Mental Health Trust Authority Board Confirmations:
Laraine L. Derr, Juneau
Paul a Easl ey, Anchorage
Roy Huhndorf, Anchorage

St at e Assessment Revi ew Boar d:
Mary Kel | er

Co-Chair Meyer stated the nanes of the board confirnmations
before the Comm ttee.

Representative Foster MOVED to send the nanmes to the floor
for consideration in joint session. There being NO
OBJECTION, it was so ordered.

8:53:17 AM

CS FOR SENATE BILL NO. 188(FIN)

"An Act relating to the maxi num anmount of |oans from
the bulk fuel revolving Ioan fund to one borrower in a
fiscal year."

SENATOR DONNY OLSON rel ated the purpose of SB 188. The bill
increases the cap on the bulk fuel revolving loan fund,
which was started in 1980 to allow small communities to
purchase fuel. The cap would increase from $300,000 to
$400, 000 for individual comunities and would allow up to
$1.5 mllion for organized conmunities.

Representative Kelly asked what the bad debt ratio currently
is. Senator Ason replied that there is noney in the fund.
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JIM MM LLAN, DEPUTY DIRECTOR OF CREDIT AND BUSI NESS
DEVELOPMENT (Al DEA), clarified that delinquencies are around
the 5 percent |evel.

Representative Hawker asked about a need to increase the
capitalization of the revolving | oan fund.

M. MMIlan replied that would not be a necessity for at
least a few years and is dependent on fuel price. The
anount of unconmmtted cash available after the |oans have
gone out has been from$1.5 million to $2 mllion. There is
no need for additional capitalization.

8:58:27 AM

Representati ve Foster MOVED to REPORT CSSB 188 (FIN) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CSSB 188 (FIN) was REPORTED out of Committee with a "do
pass" recomendation and wth zero fiscal note #2 by
Depart ment of Commrerce, Conmunity and Econom ¢ Devel opnent.

8:59: 30 AM

CS FOR SENATE BILL NO. 289(FIN)

"An Act relating to the paynment of insurer exam nation
expenses, to the regulation of managed care insurance

pl ans, to actuari al opi ni ons and supporting
docunentation for an insurer, to insurance firnms,
managi ng gener al agent s, and third-party
adm ni strators, to eligibility of surplus lines

insurers, to pronpt paynent of health care insurance
clainms, to required notice by an insurer, to individual
deferred annuities, to nental health benefits under a
health care insurance plan, to the definitions of
"title insurance limted producer' and of other terns
used in the title regulating the practice of the
busi ness of insurance, and to small enployer health
i nsur ance; repealing the  Small Enpl oyer Heal t h
Rei nsurance Associ ation; making conform ng anmendnents;
and providing for an effective date.”

LI NDA HALL, DI RECTOR, DI VISION OF | NSURANCE, DEPARTMENT OF
COMVERCE, COVMUNI TY AND ECONOM C DEVELOPMENT, related that

the bill serves four purposes. It gives protection to
individuals in the area of health insurance and annuities
and provides for pronpt paynment of clains. It adopts NAIC
standards so consuners will not be excessively charged when
t hey choose not to resune services. It repeals the snal

enpl oyer reinsurance association. The bill also provides

for the addition of actuarial opinion requirenents for

House Fi nance Conmmittee 4 05/03/06 8:51 A M



domestic insurers. It changes |licensing |anguage to be
consistent wth state standards, allows for increasing
el ectroni ¢ communi cati on, and changes sone definitions.

Co- Chair Meyer noted the zero fiscal note. He asked if the

Labor and Commerce Committee agrees with the bill. M. Hal
replied that Labor and Commerce sponsored the bill at her
request .

9:02:17 AM

Representative Foster MOVED to REPORT CSSB 289 (FIN) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CSSB 289 (FIN was REPORTED out of Commttee with a "no
recomrendation” and wth zero fiscal note #1 by the
Depart ment of Comrerce, Conmunity and Econom ¢ Devel opnent.

9:03: 43 AM

SENATE BILL NO. 317

"An Act relating to the purchase by the Al aska Housing
Fi nance Corporation of a parking garage in Anchorage
Al aska and approving the issuance of bonds for the
purchase of that parking garage; providing notice of,
and authorizing the conmm ssioner of the Departnent of
Adm nistration to enter i nto, a | ease-purchase
agreement with the Al aska Housing Finance Corporation
for that parking garage; and providing for an effective
date."

SCOTT J. NORDSTRAND, COW SSI ONER, DEPARTMENT OF
ADM NI STRATION, referred to a handout “Atwood Buil ding
Parking Center” (copy on file.) He explained that Anchorage
is building a convention center downtown and wants to
acquire Block 80, which is valued at $4.6 nillion. An
agreenent was nade to swap half of Block 70 for half of
Bl ock 80. The state accepted $2.3 nillion in cash for the
other half of Block 80. That left a shortage of parking in
Bl ock 70. The state nade an agreenent with the nunicipality
for the right to park 149 cars in the JC Penney garage for
up to 7 years and for free parking during the construction
of a new parking garage. If, at the end of 7 years, the
state does not build a parking garage, the nunicipality has
the option to purchase back the property and they woul d have
to build a parking garage. Presently, there is a need for
about 1, 000 parking spaces.

9:07:37 AM
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M. Nordstrand referred to page 2 and |isted the various
par ki ng spaces currently available. The plan is to build a
par ki ng garage on Block 70 that would accommobdate up to 830
vehicles and with a skyway into the Atwood Bui l di ng.

M. Nordstrand noted on page 5 the configuration of the
future parking plan. Al aska Housi ng Finance Corporation
(AHFC) owns the Atwood Buil ding. The devel oper for the new
convention center will also be used for the new parking
garage in order to get the best possi ble price.
Construction on the new garage wll begin next spring.
AHFC woul d issue debt and purchase from the nunicipality,
and the Department of Adm nistration would | ease the parking
facility from AHFC. The state will own it at the end of the
| ease/ debt payoff. The Departnment of Admnistration wll
build the cost of the parking into the lease rate that is
charged to tenants in the facility.

9:10:41 AM

M. Nordstrand related the financial terns on page 7. AHFC
will bond up to $44 nillion and have a debt service of
$3, 700, 000 annual |ease paynents over 21 years. The debt
would be issued at the beginning of construction wth
progress paynents thereafter.

M. Nordstrand tal ked about the | ease cost analysis on page
8. The new | ease rate of $2.52 per square foot does not
reflect offsetting revenues and savings. He expl ai ned the
revenues and savings on page 9. He estimated that parking
costs would increase. The first floor of the facility wll
be used for retail space and will be a source of incone.
The convention center cash paynent of $2.3 million is
avai l abl e revenue. After hours parking revenue is estinmated
to be $200,000 per year. The total when capitalized is
$23.5 mllion. Revenues and savings are estimted to reduce
t he square foot cost for the parking center by half.

9:14: 26 AM

M. Nordstrand summarized that there is a demand for nore
parking and future cost and demand inpacts are inmmnent.
The Atwood Parking Center would provide safety and
conveni ence for visitors and 1,000 state enpl oyees and ot her
t enants.

Representative Foster spoke in support of SB 317. He
recalled that a survey in the 80's showed 59 percent of
facilities were not taxed so the burden fell on the other 41
percent of the people. Wien the state owns facilities,
ot hers have to pay for maintenance. Co-Chair Meyer recalled
when the state bought the Atwood building, which resulted in
a loss to the tax rolls. M. Nordstrand described this
transaction as a win/win situation that has the approval of
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the city. Co- Chair Meyer commented that the taxpayers may
not be happy.

9:16:24 AM

Representative Kelly asked if there is a charge to park at
the |ot. M. Nordstrand replied that there are so many
square feet allowed for state parking. He gave an exanple
of a lease facility with not enough parking. At wood

enpl oyees have not been paying for parking. There are 930
free parking places presently.

Representative Kelly asked if that would be an issue in the
future. He agreed wth the concern brought up by
Representative Foster and Co-Chair Meyer. He suggested
letting the people pay for it. M. Nordstrand said that
i ssue has not been | ooked at. He could see how it could be
a financial problem for enployees. The normis to not pay
for parking.

Representative Kelly ~cautioned that there is unfunded
l[tability. M. Nordstrand pointed out that the municipality
is planning to build nore parking.

9:21: 52 AM

Co-Chair Meyer asked if |ease paynents are shown on the
fiscal note. He asked about savings resulting from
consolidating parking. M. Nordstrand said that expense has
not been determ ned. Co-Chair Meyer asked who woul d pay for
mai nt enance of the parking garage. M. Nordstrand said the
Anchor age Parking Authority. He spoke of how security would
be handl ed. Those costs are unknown, but evening and
weekend parking could offset those expenses.

Co-Chair Meyer asked if there would be a walkway to the
At wood Bui | di ng. M. Nordstrand replied that the Atwood
Bui Il ding was designed for such a skyway. There may be a
skyway to the Convention Center in the future.

9: 25: 03 AM

Co- Chair Meyer commented that the fiscal note has unknowns.

Representative Foster MOWED to REPORT SB 317 out of
Conmittee with i ndi vi dual reconmendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

SB 317 was REPORTED out of Commttee wth individual
recomendations and with fiscal note #1 by the Departnent of
Adm ni stration

9:26: 37 AM
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CS FOR SENATE BILL NO. 274(STA)

"An Act relating to the disposition of forfeited,
surplus, and unclained firearns by the state.”

SENATOR FRED DYSON explained that the bill makes it clear
how the state disposes of firearns. It clarifies that the
state has no additional liability for selling a firearm and
cannot destroy weapons in the manner that has been done in
the past. Quns that are illegal for the general public to
own are legal for a Class Ill dealer to owm. The state can

continue to donate guns to nuseuns and shooting clubs. Wen
there is no serial nunber the guns are disassenbled and
parts can be nade available. A constituent who had a non-
conpetitive bid experience requested the bill. The
Depar t ment of Public Safety and the Departnent of
Adm nistration are in agreement with the bill.

Co- Chair Meyer asked if nore noney woul d be nmade as a result

of this bill. Senator Dyson replied yes.
9:30:42 AM
Representative Foster spoke in favor of the bill. He

rel ated a personal experience with |osing val uabl e guns.
Representative Hawker thanked the sponsor. He provided
history of a lawsuit that determned the state was |osing
noney. He spoke in favor of the bill.

Representative Joule asked if background checks would be
conducted. Senator Dyson said absolutely.

9:32: 35 AM

Representati ve Hawker MOVED to ADOPT Conceptual Amendnent 1
to add “nunicipalities” following “state” in every instance.

Representative Stoltze OBJECTED for purposes of discussion.

Representati ve Hawker explained that the amendnent enpowers
municipalities with the same power and responsibilities
provided to the state. It addresses legal protection and
allows indemity of the nunicipality so it is not
di scouraged fromparticipating in the actions of this bill.

Senator Dyson asked if “municipalities” includes boroughs

and cities. Representative Hawker replied that is the
generic term used in statute. Representative Stoltze
suggested the term “political subdivisions”. Senator Dyson

suggested that the drafters come up with wording to include
all classes of cities and mnunicipalities.
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Representative Hawker stated that the intent of the
amendnent is to include all public entities, boroughs, and
all classes of cities and nunicipalities.

Representative Stoltze WTHDREW his OBJECTION. There being
NO OBJECTION, it was so ordered.

Representati ve Hawker read the definition of “nunicipality”,
whi ch seened to satisfy the intent of the bill.

9:37:26 AM

Representative Foster MOED to REPORT CSSB 274 (STA), as
anended, out of Conmittee with individual recommendations
and the acconmpanying fiscal notes. There being NO
OBJECTIQON, it was so ordered.

HCSSB 274 (FIN) was REPORTED out of Conmttee with a "do
pass" recomendation and wth fiscal note #1 by the
Departnent of Adm nistration and with zero fiscal note #2 by
t he Departnent of Public Safety.

9:38:10 AM

SENATE BILL NO. 271

"An Act authorizing the comm ssioner of transportation
and public facilities to participate in certain federal
hi ghway prograns and relating to that authorization;
relating to powers of the attorney general to waive
imunity from suit in federal court related to those
prograns; and providing for an effective date."

JOHN MACKI NNON, DEPUTY Dl RECTOR, DEPARTIVENT OF
TRANSPORTATI ON AND PUBLI C FACILITIES, rel ated aspects of the
Nati onal Environnmental Policy Act (NEPA). Alaska is one of
five states participating in a federal pilot program
del egating the review and approval of NEPA docunents and
rel ated environnmental approvals. The duration of the pilot
programis six years and is limted to highway projects. He
explained when the NEPA process is required for a
construction job. Most NEPA activity involves categorical
excl usi ons. The bill allows decisions to be made at the
state level, rather than at the federal |evel.

9:41: 33 AM

M. MacKi nnon addressed the fiscal notes. He noted that
federal funds pay 90 percent of the cost of the program
Participation in this pilot project adds four positions to
Department of Transportation and Public Facilities and one
to the Departnent of Law.
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M. MacKinnon referred to the sovereign immunity waiver.
Any suit brought against the state for a NEPA action can be

done in federal court. M. MacKinnon related two past
lawsuits, in which the state prevailed. He addressed
potential costs as a result of a potential |awsuit.

M. MacKi nnon enphasized that the bill does not |[|essen
envi ronnment al protection.

9:44:21 AM

Representative Holm said he appreciates the l|local contro
aspect. He noted that legislators don't have to assune
these duties until 2011 and wondered if it would it be
better to participate in the program right away. M .

MacKi nnon clarified that the pilot programis scheduled to
sunset in 2011. The responsibilities of the program can be
assuned i medi ately. The state’s liability does not apply
to any current NEPA action, only to environnental actions
assunmed under the pilot program

Representative Hol m asked what the liability is for future
actions of state enployees. He referred to past high costs
for court cases. He wondered what the potential liability
is.

M. McKinnon replied that there is little potential for
l[iability. Representative Holmsaid his point is that it is

easier to sue in state court than in federal court. M.
MacKi nnon replied that the pilot programrequires any suits
to be brought in federal court. Representative Holm

countered that they would have to be defended in federal
court, which isn't the case today. M. MacKinnon continued
to explain that the benefits of the program outwei gh any
potential liability.

Representative Holmsaid his concern is that there is no way

to “escape under those rules”. He returned to the issue of
expense for silt litigation. He proposed great savings by
exercising conmon sense. M. MacKinnon agreed wth

Representative Holms frustrations regarding silt blankets
and fences.

M. MacKi nnon referred to a graph that explained the effects
of federal environmental |aws on transportation construction
del ays.

9:50: 32 AM

Co-Chair Meyer summarized that the benefits outweigh the
risks. He asked if the fiscal note requires four positions
to inmplenment this bill. M. MicKinnon said yes.
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Representative Kerttul a asked how long it would take for the
federal government to turn the program over to the state.
M. MacKi nnon said the federal government is now working on
the rules, but they are behind. He related the process of

t urni ng t he responsibility over to t he state.
Representative Kerttul a asked if Conm ssioner Barton prefers
to assunme all responsibility. M. MacKinnon said that is
correct. Representative Kerttula asked if the state is

assum ng anything yet. M. McKinnon said not yet.

9: 53: 40 AM

Representative Kerttula asked how nmay cases the federal
governnent has to defend every year under NEPA.

PETER PUTZI ER, SENI OR ASSI STANT ATTORNEY CENERAL,
TRANSPORTATI ON SECTI ON, DEPARTMENT OF LAW responded wth
details about two previous lawsuits within the last 20
years. Representative Kerttula said she had not considered
that a lawsuit could be a part of a group of clains.
Representative Kerttul a asked what the state’s role would be
for such a lawsuit. M. Putzier said the intent is to only
def end cl ai ns agai nst NEPA.

GARY OLSON, CHAI RVAN, ALASKA MOOSE FEDERATION, rel ated that

his organi zation appreciates the intent of the bill. He
recalled |awsuits down south because of animals on the
hi ghways. He spoke of ways to prevent simlar litigation

and listed steps to keep noose of f hi ghways.

9: 58: 56 AM

Representative Foster MOWED to REPORT SB 271 out of
Conmittee with i ndi vi dual reconmendat i ons and t he
acconpanying fiscal notes. There being NO OBJECTION, it was
so ordered.

SB 271 was REPORTED out of Commttee wth a "no
recomendation” and with fiscal note #1 by the Departnent of
Transportation and Public Facilities and with zero fiscal
note #2 by the Departnent of Environnental Conservation.

ADJ OURNVENT

The neeting was adjourned at 9:59 AM
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