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HOUSE BI LL NO. 103
“"An Act requiring an actionable claim against the state to be
tried without a jury."

- HEARD AND HELD

HOUSE BI LL NO. 187

"An Act establishing the Alaska capital incone account wthin
the Alaska permanent fund; relating to deposits into the
account; relating to certain transfers regarding the Anerada
Hess settlenment to offset the effects of inflation on the Al aska
per manent fund; and providing for an effective date."

- HEARD AND HELD

HOUSE BI LL NO. 188

"An Act establishing the State of Alaska Capital Corporation;
aut hori zing the issuance of bonds by the State of Al aska Capital
Corporation to finance capital inprovenents in the state; and
providing for an effective date."

- HEARD AND HELD
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HOUSE BI LL NO. 149

"An Act relating to further regulation of the sale, possession,
and delivery of certain chemcals and precursors used in the
manuf act ure of met hanphet am ne. "

- MOVED CSHB 149(JUD) OQUT OF COW TTEE
PREVI QUS COW TTEE ACTI ON
BILL: HB 103

SHORT TITLE: CLAI M5 AGAI NST THE STATE
SPONSOR(S): REPRESENTATI VE(S) KELLY

01/ 24/ 05 (H) READ THE FI RST Tl ME - REFERRALS

01/ 24/ 05 (H) STA, JUD, FIN

03/ 03/ 05 (H) STA AT 8: 00 AM CAPI TOL 106

03/ 03/ 05 (H) Moved Qut of Conmttee

03/ 03/ 05 (H) M NUTE( STA)

03/ 04/ 05 (H) STA RPT 1DNP 5NR

03/ 04/ 05 (H) DNP:  GRUENBERG;

03/ 04/ 05 (H) NR:  GARDNER, GATTO  RAMRAS, ELKI NS,
SEATON

03/ 09/ 05 (H) JUD AT 1:00 PM CAPI TOL 120

BILL: HB 187

SHORT TI TLE: AMERADA HESS | NCOVE; CAPI TAL | NCOMVE ACCT.

SPONSOR(S): RULES BY REQUEST OF THE GOVERNCR

02/ 28/ 05 (H) READ THE FI RST TIME - REFERRALS
02/ 28/ 05 (H JUD, FIN

03/ 09/ 05 (H JUD AT 1: 00 PM CAPI TOL 120

BILL: HB 188

SHORT TI TLE: STATE OF AK CAPI TAL CORP.; BONDS

SPONSOR(S): RULES BY REQUEST OF THE GOVERNCR

02/ 28/ 05 (H READ THE FIRST TIME - REFERRALS
02/ 28/ 05 (H JUD, FIN

03/ 09/ 05 (H JUD AT 1: 00 PM CAPI TOL 120

Bl LL: HB 149

SHORT TI TLE: SALE OF METHAMPHETAM NE AND PRECURSCRS

SPONSOR(S): REPRESENTATI VE(S) RAMRAS

02/ 14/ 05 (H READ THE FIRST TIME - REFERRALS
02/ 14/ 05 (H) JUD, FIN

03/ 07/ 05 (H) JUD AT 1: 00 PM CAPI TOL 120

HOUSE JUD COW TTEE - 2-

March 9, 2005



03/ 07/ 05 (H) Heard & Hel d
03/ 07/ 05 (H) M NUTE( JUD)
03/ 09/ 05 (H JUD AT 1: 00 PM CAPI TOL 120

W TNESS REG STER

HEATH HI LYARD, St af f

to Representative Mke Kelly

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented HB 103 on behalf of the sponsor,
Representative Kelly.

CHERYL FRASCA, Director

O fice of Managenent & Budget (QOVB)

O fice of the Governor

Juneau, Al aska

PCSI TI ON STATEMENT: Opened the presentation of HB 187 [and HB
188] on behalf of the adm nistration.

M CHAEL BARNHI LL, Assistant Attorney General

Conmmrer ci al / Fair Busi ness Section

Cvil Division (Juneau)

Depart ment of Law (DQL)

Juneau, Al aska

PCOSI TI ON STATEMENT: Assisted with the presentation of HB 187
[and HB 188] on behal f of the adm nistration.

DEVON M TCHELL, Debt Manager

Treasury Division

Departnent of Revenue (DOR)

Juneau, Al aska

PCOSI TI ON  STATEMENT: Assisted wth the presentation of HB 187
and HB 188 on behal f of the adm nistration.

REPRESENTATI VE JAY RANMRAS

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Sponsor of HB 149.

JANE PI ERSON, St aff

to Representative Jay Ranras

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: During discussion of HB 149, explained the
proposed CS, Version S, and responded to questions during
di scussi on of proposed anendnents.
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DEAN J. GUANELI, Chief Assistant Attorney Ceneral

Legal Services Section-Juneau

Crimnal Division

Department of Law (DQOL)

Juneau, Al aska

POSI TI ON STATEMENT: During discussion of HB 149, responded to
guestions regarding the proposed CS, Version S, and proposed
amendnent s.

ACTI ON NARRATI VE

CHAIR LESIL MGUIRE called the House Judiciary Standing

Commttee neeting to order at 1:15:08 PM Represent ati ves
McGQuire, Kott, Guenberg, and Gara were present at the call to
or der. Representative Anderson arrived as the neeting was in
progress. Representatives Coghill and Dahl strom were excused.

HB 103 - CLAI M5 AGAI NST THE STATE

1:16: 00 PM

CHAIR McGUI RE announced that the first order of business would
be HOUSE BILL NO 103, "An Act requiring an actionable claim
against the state to be tried without a jury."

1:16: 22 PM

HEATH HI LYARD, Staff to Representative Mke Kelly, Al aska State
Legi sl ature, sponsor, said on behalf of Representative Kelly
that HB 103 provides for a sinple change to the existing [|law
that says clains against the state shall be tried by a jury;
with the change proposed by HB 103, such clains shall be tried
by a judge without a jury. He pointed out that the proposed
change would return the state to the sane procedure it had prior
to 1975, when Senator John Butrovich introduced |egislation
providing for the current procedure. He al so pointed out that
in 1975, the state was a party in University of Al aska wv.
National Aircraft leasing, Ltd., 536 P.2d 121, 128-29 (Al aska
1975), and relayed that according to information he received
froma nmenber of the 1975 University of Al aska Board of Regents,
Senator Butrovich introduced the aforenmentioned legislation in
response to that case. M. Hlyard said that he and
Representative Kelly have spoken to general counsel for the
University of Alaska, who indicated that she has no problemwth
the proposed change. In addition, he relayed, he and the
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sponsor were told by the Al aska Acadeny of Trial Lawers (AATL)
that it remains neutral on the issue.

CHAIR McGU RE, after ascertaining that no one else wshed to
testify, closed public testinony on HB 103.

1:18: 57 PM

REPRESENTATI VE GARA relayed that he has a lot of concerns
regarding HB 103 and would like to have nore discussion on it
with all commttee nmenbers present.

CHAIR MGURE noted that the nenbers who were absent have
requested that the bill be heard another tine when they can
at t end. She suggested that today, nmenbers that are present can
provide the sponsor's staff with a list of itens they'd Ilike
nore information on for the bill's next hearing.

REPRESENTATI VE GRUENBERG nentioned that HB 103 was discussed in
the House State Affairs Standing Commttee; that he has concerns
with the bill; and that when the bill was reported out of the
House State Affairs Standing Conmttee, he voted "do not pass.”
He said he would |like to have testinony reopened [when the bil
is heard next].

CHAIR McGU RE rel ayed that she would do so.

REPRESENTATI VE GRUENBERG opined that juries tend to favor
def endant s, and offered his understanding that in the
af orenenti oned case, it was the University of Al aska that had
asked for a trial by jury.

[Chair McCQuire turned the gavel to over to Representative Kott. ]

REPRESENTATI VE KOIT asked Representative Gara to explain his
concerns.

1: 22: 11 PM

REPRESENTATI VE GARA Opined that there's nore chance of a jury
getting a case right than there is of a judge getting it right.
He added:

What happens in the dynamc of a jury trial is that
certain people mss certain evidence, and they all get
in the room and then one will say, "Do you renenber
this part,” and then another wll say, "Do you
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remenber this part.” And | think when you put 12
heads together - or 6 heads, | think, ... [in] a
district court case - ... you have nore of a chance of
getting it exactly right than you do if you're one
person. So | think jury trials are better than judge
trials - that's ny personal belief. | think the
constitutional framework is that people get to be
judged by their peers, and | think the value of the
jury systemis incredible, in ny view

And so | don't Ilike taking away the right of the
comunity to come in and judge the conduct of the
state, judge the conduct of the plaintiff. ... | would

be nore scared, as a litigant, of a decision by a
judge than | would [be of] a decision by a jury. So |
think the jury process is nuch stronger than letting
just a judge decide a case. It's also faster. What
happens is, judges, when they decide cases, |ike any
sort of person who's overwhelnmed with work, they'll
sit on a case during the trial and they feel conpelled

to ... [provide] a witten decision, and it can be siXx
months or longer to get a decision out of a judge
after the trial 1is over. [In conparison] a jury

returns the verdict pretty quickly.

REPRESENTATI VE GARA concl uded by saying that he likes the jury
syst em

REPRESENTATI VE GRUENBERG offered his belief that with a jury

verdict - wunless there is sonething very wunusual, or the
evidence could not possibly support the factual decision of a
jury, or the jury instructions are erroneous - it is very hard

to overturn a judgnent by jury. On the other hand, he remarked,
judges enter factual findings and conclusions of law, "and
deference is given to them" but a decision by a judge can be
pi cked apart on appeal nmuch nore easily than can a jury's
deci si on.

REPRESENTATI VE KOIT noted that the commttee would be holding
the bill over.

[ Representative Kott returned the gavel to Chair MCQuire.]
REPRESENTATI VE GARA said he doesn't find it useful to hear only
one side of a story and then make a decision based only on that

one si de. So al though nenbers' packets contain a detailing of
four cases against the state, the information is from the
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state's perspective, and so he is disinclined to rely on that
information wi thout hearing the cases from the other side's
per specti ve. He acknow edged, however, that although he would
like to hear both sides of the story for each of the four cases
used as exanples, the conmttee, as a practical matter, cannot
conduct "four trials on these cases"; instead, he 1is just
pointing out that anecdotal information from one side in
litigated cases is often not that useful.

CHAI R McGU RE suggested that menbers or other interested parties
have a bit nore tinme to present information from both sides of
t he aforenenti oned cases. She stated that HB 103 would be held
over.

REPRESENTATI VE GARA asked M. Hilyard how the bill relates to
the [ Al aska State] Constitution
MR. H LYARD relayed that Article |, Section 16, of the Al aska
State Constitution says:
Cvil Suits; Trial by Jury. In civil cases where the
amount in controversy exceeds two hundred fifty

dollars, the right of trial by a jury of twelve is
preserved to the sane extent as it existed at conmon
aw. The | egislature may make provision for a verdict
by not less than three-fourths of the jury and, in
courts not of record, may provide for a jury of not
| ess than six or nore than twelve.

MR. HILYARD also relayed that Article Il, Section 21, of the
Al aska State Constitution says:
Suits Against the State. The Ilegislature shal
establish procedures for suits against the State.
MR. HI LYARD suggested that the |anguage of Article Il, Section
21, can be interpreted to nmean that the legislature has the
discretion to determine how clainms against the state wll be
handl| ed.

[ HB 103 was hel d over.]

HB 187 - AMERADA HESS | NCOVE;, CAPI TAL | NCOVE ACCT.
HB 188 - STATE OF AK CAPI TAL CORP.; BONDS

1: 28: 10 PM
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CHAI R McGU RE announced that the next order of business would be
a hearing on two bills: HOUSE BILL NO 187, "An Act
establishing the Al aska capital incone account within the Al aska
permanent fund; relating to deposits into the account; relating
to certain transfers regarding the Anmerada Hess settlenent to
offset the effects of inflation on the Al aska pernmanent fund

and providing for an effective date.”; and HOUSE BILL NO 188

"An Act establishing the State of Alaska Capital Corporation;
aut hori zing the issuance of bonds by the State of Al aska Capita

Corporation to finance capital inprovenents in the state; and
providing for an effective date."

The commttee took an at-ease from1:29 p.m to 1:30 p. m
1:30: 01 PM

CHERYL FRASCA, Director, Ofice of Managenent & Budget (QvVB),
Ofice of the Covernor, explained that HB 187 is the
infrastructure for the [governor's] proposal by which the
governor's budget would fund approximately $340 million worth of
capi tal proj ect s. She relayed that others from the
adm nistration would speak to the provisions of [HB 187 and HB
188] and to the kind of structure that is necessary in order to
i ssue bonds and then use the earnings fromthe settlenment of the
State v. Anerada Hess, et al. 1 JU77-847 Cv. (Superior Court,
First Judicial District) case to pay for the debt.

1: 31: 09 PM

M CHAEL BARNHILL, Assistant Attorney General, Commercial/Fair
Busi ness Section, Cvil D vision (Juneau), Departnent of Law
(DOL), explained that the state filed suit against the oi
conpanies in 1977. The litigation proceeded for many, many

years, and when the case was on its way to trial in the late
1980s, objections were raised, on the basis of bias, regarding
all owi ng Al askans to sit on the jury and as judges on the case,
since they could potentially benefit from any judgnent arrived
at, because a portion of the judgnment would go into the
permanent fund and in turn be distributed to them via permanent
fund dividends (PFDs). This issue was litigated in nultiple
courts, before nultiple judges, and culmnated in |egislation
that altered Title 37 - specifically the statutes pertaining to
the permanent fund - and provided that any nonies that canme from
the Anerada Hess litigation would be segregated in the pernmnent
fund so that any earnings on those nonies would not flow into
the (PFD) program but would instead be rededicated to the
princi pal of the permanent fund.
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MR. BARNHI LL relayed that the issue has been raised regarding
whet her the state can now change that statute, and the DOL is of
the opinion that such can be done, though there are policy
inmplications inherent in doing so. The attorneys that worked on
the Anmerada Hess litigation are concerned about the [public]
perception of repealing the statute if there were to be a big
case in the future that could potentially benefit the permanent
fund, since the sane aforenentioned bias issue could again be
rai sed. If the state gets the reputation of enacting "these"
statutes and then repealing them the public's perception of
that could be of concern, but that is a policy issue, not a
| egal i ssue. In response to questions, he relayed that the
af orenentioned statute is in Title 37.13.145(d), which was
enacted in 1989.

REPRESENTATI VE GRUENBERG said he wants a copy of a witten | egal
opi nion by the DOL addressing the issue of whether the state can
change the statute. He asked whether the DOL or any one else
has any opinions to the contrary.

MR. BARNHI LL said the DOL did not, but he did not know whet her
ot hers did.

CHAIR McGQUI RE, noting that the legislature has the authority to
change statute, suggested that the issue is really whether the
spirit of agreenent is incorporated into the statute and how
that inpacts future negotiations.

1: 36: 04 PM

MR. BARNHI LL said that there was never any agreenent "to do
this," rather it was just a solution to the concern regarding
the potential bias of judges and jurors. He relayed that the
court also cane up with its own solution in 1989, which was to
amend both the Alaska Rules of Civil Procedure and the Al aska
Rul es of Crimnal Procedure to provide that the nere receipt of
a PFD would not constitute a challenge for cause; these changes
took effect in 1990 via Al aska Suprene Court Order 1013, which
anended Rule 47(c) of the Alaska Rules of Civil Procedure and
Rul e 24(c) of the Al aska Rules of Crimnal Procedure. He added
t hat because of a later amendnent to Rule 47, the change brought
about by the aforenentioned Suprene Court Order can now be found
under Rule 47(c)(13).

REPRESENTATI VE GRUENBERG offered his interpretation of the
[rule] of necessity as being, "if everybody's disqualified,
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nobody is disqualified,” and said that court systems have used
the rule of necessity [when there are] challenges, for exanple,
to the federal judicial retirenent system where every federal
judge in the country would be disqualified. He asked whet her
the DOL has any feeling about having the rule of necessity
statutorily enact ed.

MR. BARNHI LL declined to express an opinion on that issue at
this tine.

REPRESENTATI VE GARA opined that it would be a travesty to base
policy on what he considers to be a frivolous argunment nade by
oi |l conpany attorneys 15 years ago, and noted that the [Al aska]
Suprene Court has ruled, via the adoption of court rule changes,
that it is okay for sonebody to sit on a jury even though he/she
gets a dividend. He asked for details regarding the court
rulings on the Anerada Hess case.

1: 40: 10 PM

MR. BARNHI LL said there were several court rulings and he would
provide the commttee with a Ilist. In response to additiona
guestions, he offered his understanding that nost of the rulings
were in favor of not disqualifying the judge, and said he would
research the issue further but didn't think there were any
rulings favoring the oil conpany's position.

MR. BARNHI LL, in response to further questions, relayed that the
statutory segregation of funds was done to address the perceived
probl em regarding bias, so as to enable the case to go forward,

that Judge Walter Carpeneti issued a "notice of intention to
grant notion for disqualification,” indicating that at that
point in tinme he was in favor of the oil conpanies' position,
but he never did grant the notion - it was in the wake of that

notice that the aforenentioned |egislation was enacted; and that
the U S. Court of Appeals 1994 case, Exxon Corporation v. Harold
C. Heinze; Charles E. Cole; Ronald Swanson; Janes E. Eason, did
not address the bias issue, but did say, "Because the parties
have not yet developed a factual record on the value of the
remaining clains or their potential inpact - if any - on Al aska
per manent fund dividends, we cannot eval uate Exxon's bias clains
on their nmerits.”

CHAIR McGQUIRE noted that that case also says: "W express no
opinion on the nmerits of the parties' argunents regarding
abstention and the rule of necessity. The district court order
di sm ssing Exxon's conplaint with prejudice is vacated, and the
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case is remanded to the district court to dismss wthout
prejudice."

REPRESENTATI VE GARA asked how nmuch the state received from the
Anerada Hess litigation.

MR. BARNHI LL suggested that the OVB could better address that
question, but offered his belief that the total ampbunt is [in
excess] of $250 million and that with interest conpoundi ng over
the years the anbunt is now [in excess] of $400 nmillion.

1:45: 09 PM

DEVON M TCHELL, Debt WManager, Treasury Division, Departnent of
Revenue (DOR), referred to a several -page handout in nenbers'
packets and indicated that it contains information regarding
both HB 187 and HB 188, the general ideas of which flow in

concert. House Bill 187 would allow earnings from the Anerada
Hess settlenment to flow into the proposed Al aska capital incone
account . House Bill 188 creates the State of Alaska Capital

Corporation, which would have the ability to issue up to $350
mllion in corporation obligation bonds that would be used to
fund the state's capital projects. Further, the potential
source of paynent of operating |eases, which the corporation
would enter into with agencies that would benefit from the
projects, would be the Alaska capital income account, though
initially the Alaska capital incone account would also be used
to fund the establishment of the State of Alaska Capital
Cor por ati on.

MR. M TCHELL said that the goal of this proposed structure is to
allow the state to nove forward and |everage "this" fund and

"achieve this project list" in a manner that would allow tax-
exenpt bonds to be used as the funding source while maintaining
the ability to invest nobney in a taxable fashion. The bond

structure proposed [by HB 188] would be a conbination of
"security features and flexibility features" to allow for the
adjustnment of  annual paynment s. Initially the DOR was
considering a structure that would have a 40-year interest-only
structure with a final maturity that would have a bullet, or
bal | oon, paynent, and the DOR would have the flexibility in the
interim years to retire debt as receipts of the corporation
m ght exceed the nominal interest paynent anounts. One key
security feature built into the corporation is the "nora
obligation" pledge of the state on a debt service reserve fund.
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MR. M TCHELL suggested that flowharts on pages 7-8 of the
af orenenti oned handout can hel p nenbers visualize the governor's
proposal, which, in the latter stages, would provide for nonies
to be appropriated annually into a revenue fund and from there
flow into either a debt service reserve fund, a bond redenption
fund, or towards the cost of operations. Al so, issues of
corporate bonds would have flexible anortization and would "fund
up" the construction fund, which would be used for the [capital]
projects identified in [nmenbers' packets] through the nornal
spending process the state uses for other capital projects.
| nvestors would be repaid fromthe cycling of noney through the
bond redenption fund, which would be funded essentially a year
in advance of actual anortization requirenents, allowing it to
[function through] potentially | ow appropriation years.

VR. M TCHELL referred to <charts on pages 9-12 of the
af orenenti oned handout, and said they show "sone nodeling of how
this mght work, with some assunptions that are currently being
used.” Referring specifically to page 9, he said nonies in the
Al aska capital 1inconme account would be invested in a manner
simlar to other Alaska Permanent Fund Corporation (APFC
i nvestnments, using the sane asset allocation; the anticipated
realized earnings rate is 7.04 percent, which is differentiated
from the total return expectation of 7.61 percent for "the
corporation.” He said that at 7.04 percent, there will be an
annual transfer of approximtely $29.9 mllion.

MR. M TCHELL said page 10 of the handout shows the annual |ease
appropriation received by the State of Al aska Capital
Corporation's revenue fund; that the amount [in colum 4] is
equivalent to the earnings rate shown on page 9, columm 5; that
[the revenue fund] has a borrowing rate of 6 percent, which he
characterized as high; t hat [the revenue fund] has a
reinvestnment rate of corporate assets of 2 percent because they
woul d have been invested in a nore liquid fashion. Referring to
the colum on page 10 |abeled, "Qutstanding Bonds,"” he said it
m ght be hel pful to look at page 12, which shows a net funding

of the project list at $343 million - this is from the anopunt
listed in the aforenentioned Qutstanding Bonds col umm begi nning
in 2006; the $343 mnmllion has nomnal interest paynents

associated with it that were derived from the 6 percent
borrowi ng rate.

MR. M TCHELL added:

We have contributions of earnings on fund bal ance that
go into the calculation, transfers out; the transfer
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out in 2006 would be to fund up the debt service
reserve ... fund - and then an endi ng bal ance col um.
And if [you] Ilook down, you can see the flexible
nature, where, in 2008, we begin paying on principal
with the $21 nmillion figure, shown in 2008, and that
begins dimnishing the outstanding bond anmount and
di m ni shing the nom nal paynent requirenent.

MR. M TCHELL said the DOR anticipates further refinenment of the

bills' |leveraging, security, and structure provisions as they
nmove through the process; as that happens, the DOR would
continue to explore structuring possibilities, i ncl udi ng

variable rate debt, to ensure the highest probability that debt
service would be paid from receipts of the State of Alaska
Capital Corporation rather than from any ot her funding source.

1: 53: 41 PM

REPRESENTATI VE GARA offered his understanding that the proposa
woul d "set free" about $30 million, per year, of permanent fund
earnings that would then be put into the general fund (GF).

MR. M TCHELL repli ed:

The structure would allow for the earnings of the
Anmerada Hess [settlenent], rather than to becone
principal, to flow over to the earnings reserve. And
so it would not go to the general fund, but rather to
the earnings reserve [in an account] called the Al aska
capi tal i ncome account C. - avai |l abl e for
appropriation.

VR. M TCHELL indicated that the anount [available for
appropriation] is estimated to be about $30 million a year.

REPRESENTATI VE GARA asked whet her the bonds that would be issued
woul d be based on the value of the entire Amerada Hess portion
of the permanent fund.

MR. M TCHELL repli ed:

The 1idea to leverage is not necessarily |inked,
specifically, to ... a pledge of principal that
resides in [what]... we're calling the Anmerada Hess
settl enent. It would be a leveraging of a public

corporation of the State of Alaska, supported by
operating leases that that public corporation would
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enter into, that could be paid from earnings of this
settlement that would flow through the Al aska capita
i ncone account .

MR. M TCHELL characterized this as an inportant feature of the
potential |everagi ng, because one can't have a pot of nobney that
is pledged to a |everaging, and then issue bonds on a tax exenpt
basis, since such is not allowed under the U S. tax code.

REPRESENTATI VE GARA asked whether the state would be pledging
part of the permanent fund in any way to support the bonds.

MR M TCHELL said no. He reiterated that the corporation's
revenues derived from operating |eases would be pledged. He
indicated that such would be considered a less credit-worthy
pl edge than the state mght otherwi se provide through other
financing vehicles, but by inplenmenting a "noral obligation” on
the debt service reserve fund, even though such won't be relied
upon as a funding source, it creates a backstop, or a m ninum
credit threshold, for leveraging, which is anticipated to be in
"the A ratings category."

REPRESENTATI VE GARA raised the issue of defaulting on bond
obligations. He asked what the bond issuer would attach in case
of such a default.

MR MTCHELL said the bond issuer could not attach anything
other than the revenues of [the State of Alaska Capital]
Corporation. In the event of a failure to pay debt service, the
[ proposed] statute requires the corporation to request that the
| egi sl ature replenish the [debt service] reserve fund from ot her
funding sources; that is what constitutes "noral obligation," he
expl ained, noting that other entities in state governnent
al ready have the authority to issue noral obligation debt.

1:59: 01 PM

REPRESENTATI VE GARA said he still has questions regarding the
bondi ng portion of the governor's proposal.

CHAIR M@UJ RE said that HB 187 and HB 188 woul d be held over and
brought back at a future neeting.

HB 149 - SALE OF METHAVPHETAM NE AND PRECURSORS

2:00: 07 PM
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CHAIR McGUI RE announced that the final order of business would
be HOUSE BILL NO 149, "An Act relating to further regulation of
the sale, possession, and delivery of certain chemcals and
precursors used in the manufacture of nethanphetam ne."” [Before
commttee was the proposed conmttee substitute (CS) for HB 149,
Version 24-LS0596\L, Luckhaupt, 3/4/05, which was adopted as a
work draft on 3/7/05; in menbers' packets was a proposed CS for
HB 149, Version 24-LS0596\S, Luckhaupt, 3/9/05.]

REPRESENTATI VE JAY RAMRAS, Alaska State Legislature, sponsor,
t hanked | egislative staff and Departnent of Law staff for their
assistance with the creation of the proposed CS, Version S.

2:01: 27 PM

JANE PIERSON, Staff to Representative Jay Ranras, Alaska State
Legi slature, sponsor, on behalf of Representative Ranras,
expl ai ned the changes in Version S. She indicated that page 3,
line 7, now provides that the crine of endangering the welfare
of a child in the first degree would be a class B felony. Page
5, lines 3 and 7-8, now provides that the nental intent under
proposed AS 11.71.020(a)(6)(A) and (B) be one of reckless
di sregard. Page 5, Ilines [17-23], now references 6 grans
instead of 9 grams, [and provides that the possession of
ephedrine, phenyl propanol amine, iodine, and crystal iodine -
anong other chemcals - are prima facie evidence that the person
intended to manufacture, aid in the manufacture of, or deliver
to anot her person who i ntends to manufacture nethanphetam nej.

M5. PIERSON relayed that page [6, lines 1-14,] now uses ternmns,
for a person who possesses the |listed chemicals, that are
consistent with those defined on pages [8-10]. Also, terns for
i odine distributor have been added to page 6 [lines 8-14], and
page 6, line 18, now correctly references proposed AS
11.71.020(a)(2)-(6). Page 8 [lines 28-31] now contains terns
for retail distributors and manufacturers that are consistent
[wWwith other parts of the bill]. Version S no |onger includes
Pediatric gel and liquid forns of pseudoephedrine in the |ist of
exceptions, since these products may start being used by
net hanphet am ne nanufacturers if pseudoephedrine in tablet form
becomes nore difficult to acquire in quantity. Version S no
| onger requires manufacturers, wholesalers, or retail sellers of
pseudoephedrine to register with the Department of Public Safety
(DPS), since federal registration requirenments already exist
under 21 U. S. C. 821.
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MS. PIERSON relayed that [Section 11 of Version S] now includes
products containing ephedrine and phenyl propanol am ne; now
specifies that the identification required to purchase the
chemicals listed in the bill nrmust be valid governnent-issued
phot ographic identification; and now specifies that the | ogbook
must include the type of the aforenentioned identification used
as well as the identification nunber on that ID card.

[ Chair MCGuire turned the gavel over to Representative
Ander son. ]

M5. PIERSON relayed that page 10 [line 12] now includes iodine
and iodine crystals in the list of chemcals that nust be kept
behi nd the counter.

2: 06: 15 PM

M5. PIERSON, in response to queries, explained that definitions
for "dispenser” and "retail distributor”™ were not included in
Version S because the wording [in other parts of the bill] had
been changed, and relayed that Version S now defines "readily
retrievable” in part as:

if the registration address is outside the state,
"readily retrievable" neans records nust be furnished
within three working days by courier, facsimle, mail,
or electronic mnai

M5. PIERSON, in response to a further query, relayed that
Version S does not include a civil penalty for violations of the
proposed pseudoephedrine | aws.

REPRESENTATI VE GRUENBERG asked why the crinme of [endangering a
child in the first degree] should be a class B felony, and why
the nmental intent [under proposed AS 11.71.020(a)(6)(A) and (B)]
has been changed to one of reckless disregard.

REPRESENTATI VE RAMRAS opined that the crinme of endangering a
child in the first degree by exposing himher to the toxic
materials and behavi or i nher ent in the manufacture of
nmet hanphet am ne should be a class A felony, but acknow edged
that such a penalty mght not be supportable, since other
behaviors resulting in child endangernent currently result in a
| esser penalty. He indicated that he is open to |ooking at that
i ssue further.

[ Representative Anderson returned the gavel to Chair MCQuire.]
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REPRESENTATI VE RAMRAS, with regard to the question of why the
ment al i nt ent [ st andar d] has been changed, offered his
understanding that "reckless" is a "lesser" term

M5. PIERSON relayed that the Departnent of Law (DOL) had
i ndicated a preference for that standard.

2:10: 35 PM

DEAN J. GUANELI, Chief Assistant Attorney GCeneral, Lega

Services Section-Juneau, Crimnal Division, Departnent of Law
(DAL), indicated that the nental intent was changed because of a
proof  problem and explained that what [law enforcenent
officers] are finding is that nethanphetan ne users are often
trading the raw materials that go into the manufacture of

met hanphetamne - the precursors, the pseudoephedrine, the
phosphorus, the iodine - for the finished product. And when
that occurs, the DOL believes that it will be difficult to prove

that the person purchasing the raw ingredients to give or trade
to soneone el se knew that those substances were going to used to
manuf act ur e et hanphet am ne. So by having the nens rea be one
of reckless disregard - where one is aware of a risk but
consciously disregards it - it wll be easier to prosecute
someone who purchases or possesses the raw materials for the
pur pose of providing themto a nethanphetam ne nmanufacturer.

MR. GUANELI, in response to further questions, relayed that the
crime of msconduct involving a controlled substance in the
second degree is a class A felony, and opined that the delivery

of t he precur sor chem cal s listed I n pr oposed AS
11.71.020(a)(6) (A and (B) of Version S should have the nens rea
of "reckless disregard® because AS 11.71.020 pertains to
schedule 1A controlled substances, anong which are heroin and
ot her opium based products. He indicated that [proposed AS

11.71.0202(d) of Version S| also pertains to schedule IA
control |l ed substances.

REPRESENTATI VE = GRUENBERG  expressed concern about maki ng
whol esale increases to the state's crimnal penalties, and
opined that the | egislature should be consistent [with regard to
the type of penalty that's inposed for simlar crines].

MR. GUANELI explained that [proposed AS 11.71.020(d)] pertains
to a possessory offense, and offered his belief that it wouldn't
make sense to say that sonmeone possesses the chemicals used to
manuf act ure net hanphetamine with reckless disregard that he/she
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is going to nmanufacture nethanphetan ne. He surm sed that when
AS 11.71.020(a)(1l) was first enacted, the legislature probably
felt, particularly wth regard to heroin, that possession was
adequate in terns of proof of the intent to deliver. However
[law enforcenment officers] are now dealing with people who
possess the ingredients used to nmanufacture of nmethanphetam ne
but are not doing that manufacturing thenselves, and so the DCL
feels that trying to prove that such people have a specific
mental state inposes too big a burden. He remarked that
al though the nens rea of "reckless disregard,” as provided for
in [proposed AS 11.71.020(a)(6)(A) and (B)], could be changed,
the DOL believes that "reckless disregard" is a nore appropriate
nens rea.

REPRESENTATI VE GRUENBERG asked whether such people are being
charged with any kind of a crine.

2:15:46 PM

MR GUANELI said there are sone crines related to the listed
chem cal s.

REPRESENTATI VE GRUENBERG asked whether there is currently "a
proof problent regarding those that possess heroin, and whether
those that possess the chemcals used in the manufacture of
nmet hanphetam ne could just be prosecuted under existing AS
11.71.020(a) (1), since that uses the term "manufacture".

MR. GUANELI said that after further review, he now believes that
the phrase in existing AS 11.71.020(a)(1) - "with the intent to
manufacture or deliver" - does nodify the verb "possesses,"” and
thus does nodify the possessory offense; therefore, the sane
comments he nmade about [proposed AS 11.71.020(d)] also apply to
the | anguage in existing AS 11.71.020(a)(1).

REPRESENTATI VE GRUENBERG acknow edged that point.
MR. GUANELI noted, though, that there has not been a lot of
manufacturing of opium products in Alaska; those products
generally come from outside of Alaska, and so one who possesses
opium products would nost |ikely be charged with intent to
deliver, rather than with intent to manufacture.

2:17:55 PM
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REPRESENTATI VE CGRUENBERG asked why Section 6 of Version S -
proposed AS 11.71.020(d) - now specifies six grams, rather than
ni ne grans.

MR. GUANELI said that the amount of six grans has been
recommended by the Al aska State Troopers, who want to be able to
deal with consistent anmounts, both for training purposes and for
providing notice to retailers and the public. He also offered
his understanding that six to nine grans of pseudoephedrine is
typi cal of the amount being found in many of the nethanphetam ne
| aboratories ("labs") in Al aska. In response to a question, he
i ndi cated that one gram would equal the size of a raisin, so siXx
grans would equal the size of about a handful of raisins, and
that nost of the nethanphetamne labs in Alaska are snmall -
sonetimes referred to as "nom and pop" operations - and they are
particul arly dangerous because of the ease with which they can
be set up, and even six grans of pseudoephedrine can be used to
manuf act ure about five and a half grams of nethanphetamne, with
each gram being sold for between $100-$250, depending on the
| ocati on.

2:20: 17 PM

REPRESENTATI VE GARA said that he is generally supportive of the
bill, but does still have concerns, such as one wth the
reference to nmansl aughter. Turning attention to the six-gram
[imtation proposed by the bill, he asked how rnuch
pseudoephedrine can be used by a person legitimtely.

MR. GUANELI offered his wunderstanding that a typical package
contains roughly only nine-tenths of a gram or one gram and
that if the instructions on the package are followed, that
anount should |ast several days. He relayed that nost packages
recommend only taking the product for seven days before seeing a
doct or. He referred to the lowa survey that he'd spoken of at
the bill's last hearing, and rem nded nenbers that that study
i ndicated nost people generally only bought one package at a
time and just a few people bought two packages at a tine. So
al though there mght be rare instances of a person buying five
or six packages for his/her famly's usage over the course of a
year, that is not who |law enforcenent officers are going to be
pursuing, and if a person is obtaining six or nore packages at
once, that might be an indication that he/she is not using the
pseudoephedrine in a |legitimte manner.

2:23:50 PM
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REPRESENTATI VE GARA asked whether [Costco Whol esal e Warehouse
("Costco")] sells pseudoephedrine products.

MR. GQUANELI said he'd heard that it did.

M5. PIERSON said she'd |ooked for pseudoephedrine products the
ot her day when she was in Costco but didn't find any.

REPRESENTATI VE GARA noted that [Section 6 of Version S| makes it
a crine to just possess six granms of pseudoephedrine, and
guesti oned whet her t hat IS sonet hi ng t hat shoul d be
crimnalized.

REPRESENTATI VE RAMRAS noted that he's heard a concern on that
i ssue from a Fairbanks conpany that sends cold nedicine in bulk
to "manned canps” in renote sites, and acknow edged that perhaps

the bill doesn't yet adequately provide an exception for such
compani es.
2:25:43 PM

REPRESENTATI VE GARA said he didn't think the bill should nake
crimnals out of all people who possess six or nore grans of
pseudoephedrine products but aren't operating a methanphetam ne
| ab, because not all such people possess those products wth
illegitimte purposes in mnd.

MR, GUANELI <clarified that the bill does not mnake sinple
possessi on of pseudoephedrine products a crime; rather, soneone
would first have to charged w th manufacturing nethanphetam ne
since Section 6 sinply provides for a presunption that a person

who possesses nore than six grans intends to manufacture. In
order to prosecute such a case, he remarked, there nust be other
evidence as well; the bill does not provide for a strict
liability offense, a sinple possessory offense. The bill is
trying to address the fact that possessing [certain] anounts of
pseudoephedri ne products can | ead to nmet hanphet am ne

manuf act uri ng.

REPRESENTATIVE GARA said he disagrees with M. CQuaneli's
st at enent . He remarked that although he believes that M.
Guaneli would never prosecute a person for sinply possessing
pseudoephedrine products when the person doesn't intend to
manuf act ure net hanphet am ne, he doesn't want to pass a |aw that
woul d | et another prosecutor do so. He noted that [Section 6]
says in part: "possession ... is prima facie evidence that the
person intended to use the listed chemcals to manufacture ...".
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CHAIR MGURE remarked that one of the difficulties |aw
enforcenment and prosecutors are currently facing has to do with
obtaining proof in these cases and trying to track down who the
perpetrators are. She asked Representative Gara whether there
is an alternative amount he would prefer.

2:28:41 PM

REPRESENTATI VE GARA said he didn't offhand. He opined that it
should not be crinme to sinply possess six or nore grans of
pseudoephedrine w thout there being some other evidence that a
per son manufactures nethanphetam ne. He offered his belief that
when it becones easier to prove cases it also becones easier to
make mi stakes [regarding whether a person should actually be

charged with a crine]. He indicated that if sonmeone could rel ay
to him an anount of pseudoephedrine that could not possibly be
used for innocent purposes, then he would be willing to have

t hat anount specified in the bill.

MR. GUANELI, in response to a question, reiterated that one
package of a pseudoephedrine product contains approximately
nine-tenths of a gram of pure pseudoephedrine, and so one would
have to buy nore than six packages of pseudoephedrine products
to exceed the limt proposed in the bill.

CHAIR MGU RE noted that other states, including California,
have a nine-gramlimtation.

MR. GUANELI concurred.

REPRESENTATI VE RAMRAS noted that Section 6 starts out by saying,
"In a prosecution under (a) of this section, possession of siXx
grans or nore of the listed chemcals ..., or to deliver to
anot her person who intends to nanufacture nethanphetam ne "

He surmi sed that "a big hone or a girl scout canp," for exanple,
woul dn't be trying to deliver to another person who intends to

manuf act ure net hanphet am ne. "So | don't ... think that
reasonable people would prosecute a reasonable famly," he
added.

REPRESENTATI VE GARA suggested as a solution that the bill say
that it is prina facie evidence of the intent to manufacture and
distribute nethanphetamne if one is found wth both
pseudoephedrine products and nethanphetam ne | ab equi pnent. He
al so noted that the bill makes it a crine to possess six or nore

grams of iodine. He asked whether that is nore iodine than one
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could have a legitinmate use for, or whether he should have the
same concern regarding the limtation on iodine as he does about
the limtation on pseudoephedri ne.

REPRESENTATI VE RAMRAS noted that a Fred Meyer enployee rel ayed
to himthat Fred Meyer will allow a person to buy three boxes of
Sudafed at a tine, and relayed that in one instance, four young
people pulled up in a car and each cane into the store and
bought the maxi mum anount allowed. He opined that having twelve
packages of Sudafed in the car clearly indicated that those

youths had illegitimate intentions. In such situations, he
remar ked, he would be reluctant to have the bill specify that
met hanphetam ne |ab equipnent nust also be present. He

suggested that Ms. Pierson mght be able to better address the
guestion regarding iodine quantities.

2:33: 06 PM

M5. PIERSON said that according to discussions she's had wth
the Departnent of Public Safety (DPS) and the Anchorage Police

Department (APD), "iodine is not the stuff your grandnother used
to put on your cut."” Instead, iodine is a crystal that is used
inreally large water purification plants, and is a highly toxic
subst ance. Apparently, one can go to a "local water supply
store,” buy iodine in a five-gallon bucket, and then resell it
in smaller quantities. The bill proposes to |[imt the anmount a

person could have in his/her possession, since it is not a
subst ance that the average person woul d keep around.

REPRESENTATI VE GRUENBERG asked whether iodine is used in the
manuf acture of salt.

M5. Pl ERSON said she did not know.

MR. GUANELI, in response to questions, said that iodine is one
of the three primary ingredients used in naking nmethanphetam ne.
He, too, noted that iodine is a toxic chem cal and can be
purchased in large quantities, adding that it is legitimately
used in water treatnent and in sone veterinary applications. A
five-pound box of iodine, for exanple, which can be bought for
approxi mately $200, is enough to treat over 1 million gallons of
water; therefore, if a person is in possession of five pounds of
i odi ne, then he/she should be in the business of treating water.
lodine sells on the street for roughly $50 an ounce, he
remarked, and pointed out that other states set a limt of
either six or nine grams. He enphasized that the type of iodine
being referred to in the bill is not the type used in the
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treatment of small cuts and scratches, but is the type for which
the state ought to be able to say that possession of six or nore
grans is prima facie evidence of nethanphetam ne manufacture.

MR. GUANELI said he doesn't know of any reason for |aw
enforcenment to go after sonebody who is in the business of water
treatment or who is buying cold nedication for a scout troop

such would just lead to bad press and won't stop the
manuf acturers of methanphetam ne. Wth regard to the argunent
that conmttee nenbers trust him not to prosecute soneone
unjustly but don't trust other prosecutors not to, he noted that
he has heard that argunent for 29 years and has yet to have any
of his enployees behave less cautiously than he does in
prosecution situations. "Again, we're trying to deal with a
real life crises that is endangering all Al askans, including
children,” he remarked, but acknow edged that [iodine] industry
representatives have yet to weigh in on this issue.

2:39: 22 PM

CHAIR McGQUI RE offered her understanding that it is difficult to
catch people in the mddl e of manufacturing nethanphetam ne, and
surmsed that this wuld be one reason for having the
limtations proposed in the bill. Al so, she surm sed, there may
be people that are working in groups for the purpose of
obtaining ingredients for a nethanphetanm ne manufacturer, and
opined that such peripheral players should have to face
penalties as well. To illustrate her point she used the exanple
of buying bullets for a gun knowing full well that the person
one is giving the bullets to is going to use the gun to shoot at
ot her peopl e.

REPRESENTATI VE ANDERSON concurred, and offered his belief that
| aw enforcenent officers will not want to go after those that

have a legitinate reason for possessing the ingredients |isted
inthe bill.

2:42: 30 PM

REPRESENTATI VE GRUENBERG agai n rai sed the issue of manufacturing
salt, and asked that nore research be done. He al so asked what
anounts other states use in their linmtations.

REPRESENTATI VE RAMRAS indicated that sone states use a limt of
six granms and other states use a |limt of nine granms; Version S
proposes a limt of six grams because that is what the DPS asked
for.
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2:44: 26 PM

M5. PIERSON added that her research has shown there to be about
an equal split between those states that have a six-gram
limtation and those that have a nine-gramlimtation.

REPRESENTATI VE KOTT said he has sonme of the sane concerns that
Representative Gara has regarding the six-gram limtation, and
opined that regardless of whether a person is caught and

prosecuted, the bill proposes to nmake crimnals out of those who
possess six or nore grams of the listed chenicals. He pondered
whether the selling of pseudoephedrine products in bulk

quantities mght change the dynam cs, and noted that they've not
yet heard from any retailers, wholesalers, nmanufacturers, or
"packagi ng groups.”

REPRESENTATI VE ANDERSON indicated that he disagrees wth
Representative Kott because Section 6 begins by saying, "In a
prosecution under (a) of this section ...". He characteri zed
this Jlanguage as ©providing the delineation between just
possessing and possessing in conjunction with the intent to
manufacture or deliver, and opined that ownership alone would
not result in a violation of the |aw

REPRESENTATI VE KOIT - referring to Section 9, beginning on page

8, which says in part, "A person conmits the crinme of purchase
or receipt of restricted anmounts of certain listed chemcals if
t he person purchases or receives nore than ... six grans ..." -
asked M. @uaneli, "If | purchase seven grans, under this bill

aml a crimnal?"

MR.  GUANELI, in response, explained that there are two
provi sions, one that creates the presunption that possession is
prima facie evidence of the intent to manufacture, and one, on
page 8, that stipulates that a crinme has been conmitted if a
person purchases nmore than six grans of the listed chemcals
within a 30-day period. However, as a practical matter, he
suggested, stores are not going to sell soneone that anmount of
pseudoephedrine, and relayed that he has heard that drug
conpanies are in the process of devel oping cold nedications that
do not contain pseudoephedrine. He said that if there is a
concern about the bill applying to those that are responsible
for legitimately providing pseudoephedrine products to certain
groups of people - such as soneone responsible for supplying a
scout canp - then it would be easy to craft an exception.
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CHAIR McGUIRE nentioned that hotels in the Bush mght keep a
stock of pseudoephedrine products for enpl oyees and guests.

MR. GUANELI said he didn't know whether a hotel which did that
m ght be considered a retailer; if so, then it would be |aw ul
for the hotel to have nore than six grans of pseudoephedri ne.

2:50: 25 PM

REPRESENTATI VE GRUENBERG sai d he has a concern that the |anguage
on page 8 would crimnalize sonmeone who has to take a
pseudoephedrine product daily for health reasons.

MR. GUANELI pointed out, however, that the six-gram |imtation
woul d equal a six-nmonth supply for soneone |ike that.

REPRESENTATI VE ANDERSON offered his belief that the regulation
process would be sufficient to inform retailers about the
restrictions proposed in the bill. He al so noted that | anguage
on page 8, line 25, of Version S provides an exenption for those
that have a prescription for pseudoephedrine products.

REPRESENTATI VE ANDERSON noved to adopt the proposed CS for HB
149, Version 24-LS0596\S, Luckhaupt, 3/9/05, as the work draft.
There being no objection, Version S was before the conmttee.

2:52:18 PM

REPRESENTATI VE GARA nmde a notion to adopt Amendnent 1, to
strike Section 6. He suggested that the sponsor could then work
on | anguage that would be nore narrowy tail ored.

REPRESENTATI VE =~ ANDERSON obj ect ed [for t he pur pose of
di scussi on] .

REPRESENTATI VE GARA said he would prefer the bill to nake
possession a crine only if there is also some other indication
t hat the person is also distributing or manuf act uri ng
met hanphet am ne. He added that he disagrees wth Representative
Anderson's statenent that the bill is not naking sinple
possession a crime; even in Section 6, he added, all that nust
be proven is possession.

2:54: 08 PM

REPRESENTATI VE ANDERSON acknow edged that he'd failed to note
that Section 9 does make possession a crine, said he nmay be
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willing to consider deleting Section 9, but said he disagrees
with the concept of deleting Section 6 and reiterated his belief
that it only applies in situations where soneone is already
bei ng prosecuted under AS 11.71.020(a).

REPRESENTATI VE CGRUENBERG indicated that he would be willing to
of fer an anendment to del ete Section 9.

REPRESENTATI VE ANDERSON nai nt ai ned his objection on Anendnent 1.

A roll call vote was taken. Representati ves G uenberg and Gara
voted in favor of Amendnent 1. Representatives MQuire,
Anderson, and Kott voted against it. Therefore, Anmendnent 1
failed by a vote of 2-3.

2:55:30 PM

REPRESENTATI VE GARA nade a notion to adopt Conceptual Anmendnent
2, to insert on page 5, line 29, after "valid prescription” the
words "or possessed for a legal use". Such a change m ght nake
[ Section 6] hard for the prosecution to use, but it wll prevent

the crimnalization of "buying Sudafed so people can treat
famly colds."

MR. GUANELI pointed out, however, that the purpose of creating

the presunption [in Section 6] is to recognize that the
substances listed, when ingested in the amount Ilisted, don't
have a |l egal use. He added that if the state could prove that a
substance is going to be used illegally, it wouldn't need the

presunpti on. Conceptual Anendnent 2 guts the presunption, he
concluded, and said that the DOL is not in favor of Conceptua
Amendnent 2.

REPRESENTATI VE ANDERSON predicted that Conceptual Amendnent 2
woul d allow a nethanphetam ne nmanufacturer who had cleaned out
all his/her equipnment to argue that he/she possessed the |isted
chemi cals for a | egal purpose.

2:58: 30 PM

REPRESENTATI VE RAMRAS concurred, adding that the Al aska State
Troopers have told him that they' ve been asked by the district
attorney's office to not pursue people who are found wth
nmet hanphet am ne precursors when they offer up |awful excuses for
possessi ng the precursors.

REPRESENTATI VE GARA wi t hdrew Concept ual Amendnent 2.
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REPRESENTATI VE GARA nade a notion to adopt Conceptual Amendnent
[3], to change Section 6 such that "six granms" becones "nine
grans".

REPRESENTATI VE ANDERSON obj ect ed.

A roll call vote was taken. Representatives MQiire, Kott,
Gruenberg, and Gara voted in favor of Conceptual Anmendnment 3.
Representati ve Anderson voted against it. Therefore, Conceptua

Amendnent 3 was adopted by a vote of 4-1.

REPRESENTATI VE GRUENBERG nmade a notion to adopt Anmendnent 4, to
del ete Section 9.

REPRESENTATI VE ANDERSON obj ect ed.

MR. GUANELI said the whole point of having businesses keep
records on those that are buying the |isted chem cals and what
anounts are being purchased is to deter people from buying |arge
anounts of [pseudoephedrine products] within a short period of
time, and opined that even if a person only purchases six granms
of pseudoephedrine product every 30 days, that anount could be
used to manufacture five grans of nethanphetam ne. He suggested
that without the six-gram limtation, nmuch of the bill's value
goes away.

REPRESENTATI VE ANDERSON suggest ed anendi ng Anendnent 4 such that
instead of deleting Section 9, it changed "six grans" to "nine
granms”. This would nmake Sections 6 and 9 conform he added.

REPRESENTATI VE GRUENBERG said he would accept such a change to
Amendnent 4, specifically that page 8, lines 14, 19, and 24, and
page 9, line 5, be changed by deleting "six"™ and inserting
“ni ne". [ Although no formal notion was nade, Amendnent 4 was
treated as anended. ]

REPRESENTATI VE ANDERSON wi thdrew his objection to Anmendnent 4,
as anended.

CHAI R McGU RE asked whether there were any further objections to
Amendnent 4, as anended. There being none, Anmendnent 4, as
anended, was adopt ed.

3:03:41 PM
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REPRESENTATI VE GARA nade a notion to adopt Conceptual Anmendnent
5, to alter Section 9 "to address the issue of the hotel or canp
or business that purchases this stuff in bulk." He asked,
however, whether the |anguage on page 8, lines 26-27 - which
reads, "in the ordinary course of a legitimte business, or to
an enployee of a legitimte business" - neans any legitinate
business or only the ones listed on page 8, line 28, through
page 9, line 3.

MR. GUANELI said it would only apply to those businesses |isted
on page 8, line 28, through page 9, line 3.

3:05:19 PM

REPRESENTATI VE RAMRAS nentioned that he sells Sudafed through
the gift shop in his hotel, and said that [if the bill passes],
he would keep |ogbook and conply wth the proposed new
requi renents.

CHAIR MGQUI RE said she could envision |lodges [in renpte areas]
keeping large quantities of cold nedication on hand for their
enpl oyees and clients, and noted that although the bill does
have the exception, "in the ordinary course of business", it
only pertains to specific types of businesses.

MR. GUANELI offered his understanding that |odges wouldn't be
exenpted currently, but reiterated that it would be easy to
craft another exception that would apply to [that sort of
busi ness] .

CHAIR MGQU RE indicated that it is inmportant to keep in m nd how
Al askans conduct busi ness.

REPRESENTATI VE GARA wi t hdrew Anendnent 5.

REPRESENTATI VE GARA nade a notion to adopt Anendnent 6: on page
9, line 3, insert a new subsection (b)(2)(E) to say, "a business
or organization for |egal use by persons enployed by or served
by that business or organi zation"

REPRESENTATI VE GRUENBERG said he opposes Anmendnent 6 because a

met hanphet am ne  manuf act ur er m ght be able to use that
exception.

REPRESENTATI VE GARA pointed out, however, that Amendnent 6
specifies "l egal use".
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CHAI R MGU RE suggested that Anendnent 6 be addressed at a later

time, and asked Representative Gara whether he would be wlling
to withdraw Amendnent 6 if the sponsor commts to working with
him before the bill gets to the House Finance Comrittee. She

offered her belief that there should be another category |[of
busi nesses] listed in the exenption provision.

REPRESENTATI VE GARA said, "Sure." [ Amendnment 6 was treated as
wi t hdrawn. |

REPRESENTATI VE GARA noted that Representative Ranras and
Representative Crawford had differing views with regard to the
reporting requirenents. Currently, the bill provides that the
information collected by a business remain at the business
unl ess | aw enforcenent requests it; he offered his understanding
t hat Representative Crawford would prefer for al | t he
information collected by businesses to be periodically sent in
to | aw enf or cement

REPRESENTATI VE GARA suggested that the registry provision be

changed [via a Conceptual Amendnent 7]: "that it should be a
local option, that if a l|ocal governnent believes that they
would like to have this information sent to them that on a
periodic basis, if the local governnent passes an ordinance

asking for this, that these records should be sent to the |oca
| aw enf orcenent agency on a periodic basis."

3:12: 44 PM

REPRESENTATI VE RAMRAS said he'd had concerns that automatically
sending in all the information would be a burden on small
busi nesses, and that the DPS wouldn't want "the records of
everybody in Alaska that has caught a cold in the last six
nmont hs. " He nentioned that [Conceptual Amendnent 7] will allow
law enforcenent to localize its research, and characterized
Conceptual Amendnment 7 as a friendly anmendnent and an excel |l ent
conprom se

CHAIR McGU RE remarked that Conceptual Amendnent 7 would allow
communities to evaluate their resources.

REPRESENTATI VE GARA made a notion to adopt Conceptual Anendnment

7. There being no objection, Conceptual Anmendnent 7 was
adopt ed.
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M5. PIERSQON, in response to a question, relayed that there is a
penalty for violating the registration and recordkeeping
requi renents of Section 11

REPRESENTATI VE KOTT noted that a violation would result in a
fine of $10, 000.

REPRESENTATI VE GARA said, "I think for the local option thing I

woul dn't want to nake that a crinme if you forgot to send your
[information] in; ... [if] the local governnment says you

have to send ... [information] in every 30 days, | don't think

want to nmake that a m sdeneanor if they forget."

REPRESENTATI VE GARA made a notion to adopt Conceptual Anendnment

8 to say, "[a] knowing violation of ... the local option
section, if the local government buys into it, ... is punishable
by a fine of up to $500 per violation." He posited that the

| anguage "up to" gives the court the discretion of whether to
i npose a fine.

CHAIR MGU RE asked whether there were any objections to
Conceptual Anendnent 8. There being no objection, Conceptual
Amendrent 8 was adopt ed.

3:15:08 PM

REPRESENTATI VE GARA expressed concern with Section 1 of the
bill, indicating that he is not sure that he agrees that there
should be a new mansl aughter crinmne. He noted that currently
there is a general manslaughter crine, but under [Section 1,
subsection (a)(3)] of the bill, the person delivering the
substance - "sort of a nmule" - wuld be nmade "a nurderer,”

adding that he is not sure he is confortable wth that
provi si on.

CHAIR MGQUI RE noted that this issue had been debated thoroughly
in a prior hearing [on a different bill]. She asked that any
proposed anmendnent to Section 1 be reserved for the House fl oor.

REPRESENTATI VE GARA [although no formal notion had been made]
wi t hdr ew Anendnent 9.

REPRESENTATI VE GARA made a notion to adopt Amendnment 10, to
delete "or delivers" from page 2, line 1. He opined that the
person who know ngly manufactures nethanphetamine is nuch nore
cul pable than the one hired to buy the pseudoephedrine product
and transport it to the manufacturer.
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REPRESENTATI VE ANDERSON obj ected for the purpose of discussion.

MR. GUANELI noted that the language is also part of the
governor's bill and so the admnistration feels it should
remain. He offered his interpretation that "deliver" as used in
Section 1 neans the person who is selling the finished product -
"a crack dealer ... a heroin dealer” - not the person who is
delivering the ingredients that go into the nmaking of
nmet hanphet am ne; Section 1 specifies a "controlled substance”
but pseudoephedrine is not currently on a controlled substance
list. He opined that Section 1 addresses situations in which
overdoses have occurred or in which a person injected soneone
else with these drugs, and noted that such situations are
treated as murder in other states, particularly on the east
coast. He concluded by saying that the DOL feels that a charge
of manslaughter in such situations is a fairly neasured
response.

REPRESENTATI VE ANDERSON nai nt ai ned his objection.
REPRESENTATI VE GARA wi t hdrew Anendnent 10.
3:19:43 PM

REPRESENTATI VE GRUENBERG nade a notion to adopt Amendnent 11, to
make the crinme of endangering the welfare of a child in the
first degree, as described under proposed AS 11.51.100(g) and as
referenced in proposed AS 11.51.100(h), a class C felony instead
of a class B felony. He noted that the aforenentioned
governor's bill makes that crinme a class C fel ony.

CHAI R MGUI RE obj ected for the purpose of discussion.
REPRESENTATI VE RAMRAS sai d he objects to Anendnent 11

REPRESENTATI VE GARA what is the difference is between a class C
felony and a class B fel ony.

CHAIR MGU RE said the [maxi mum sentence] is 5 years for a class
C felony, 10 years for a class B felony, and 20 years for class
A fel ony.

REPRESENTATI VE GARA asked what the presunptive sentence is for
t hose cl asses of felony.
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CHAIR McGUIRE offered her understanding that there aren't any
presunptive sentences.

MR. GUANELI explained that wunder the recently passed new
sentencing structure, the presunptive range is 0-2 years for a
class C felony, and 1-3 years for first tinme class B felony. He
noted that for a first time offense, for either a class C fel ony
or a class B felony, a person mght be eligible for a suspended
i nposition of sentence (SIS).

CHAIR McGUIRE nentioned that fines are also inposed for felony
crines.

REPRESENTATI VE ANDERSON wi t hdrew hi s obj ecti on.

CHAI R Mc@U RE asked whether there were any further objections to
Amrendnent 11. There bei ng none, Amendnent 11 was adopt ed.

REPRESENTATI VE GARA said he still has a concern about the |ist
of chemcals [in Section 8] because he doesn't know what they
are.

3:23: 00 PM
M5. PI ERSON said they are anabolic steroids.

REPRESENTATI VE RAMRAS relayed that that |ist of chemicals was
given to himby Representative Croft.

M5. PIERSON, in response to a question, indicated that Section 8
proposes to add those chemcals to the list of schedule VA
control |l ed substances.

REPRESENTATIVE GARA opined that there ought to be nore
di scussion regarding the issue of how nuch iodine soneone can
possess/ pur chase.

CHAIR MGU RE noted that the bill will be heard in the House
Fi nance Commi tt ee.

3:24: 00 PM

REPRESENTATI VE ANDERSON noved to report the proposed CS for HB
149, Version 24-LS0596\S, Luckhaupt, 3/9/05, as anended, out of
commttee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSHB 149(JUD) was
reported fromthe House Judiciary Standing Commttee.
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ADJ OURNVENT

There being no further business before the commttee, the House
Judiciary Standing Conmittee neeting was adjourned at 3:25 p.m
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