M NUTES
SENATE FI NANCE COW TTEE
May 1, 2005
1:09 p.m

CALL TO ORDER

Co- Chair Green convened the neeting at approximately 1:09: 00 PM

PRESENT

Senator Lyda Green, Co-Chair
Senator Gary W1 ken, Co-Chair
Senat or Bert Stedman

Senator Fred Dyson

Senat or Lyman Hof f man

Senat or Donny d son

Al so Attendi ng: REPRESENTATI VE NORM ROKEBERG REPRESENTATI VE VI C
KOHRING MKE TIBBLES, Deputy Conm ssioner, Departnment of
Adm ni stration; PHELAN STRAUBE, Staff to Senator Ben Stevens;
HEATHER NORBREGA, Staff to Representative Norm Rokeberg; M KE
PAW.ONBKI, Staff to Representative Kevin Meyer; KAREN LI DSTER,
Staff to Representative John Coghill; DEAN GUANELI, Chief Assistant
Attorney General, Legal Services Section-Juneau, Cimnal D vision,
Department of Law, LINDA HALL, Director, Division of Insurance,
Depart ment of Commerce, Conmunity and Econonic Devel opnent; KAC
SCHRCEDER, Staff to Representative WIIliam Thomas, Jr. and
Commttee Aide to the House Conmmunity & Regional Affairs Conmttee;
SALLY SADDLER, Legislative Liaison, Departnment of Comrunity and
Econom ¢ Devel opnent; CHERYL FRASCA, Director, Ofice of Managenent
and Budget, O fice of the Governor; DEVEN M TCHELL, Debt Manager,
Treasury Division, Departnent of Revenue; KEATH H LLIARD, Staff to
Representative Mke Kelly; SAMKITO JR, Chair, Legislative Liaison
Commttee, Alaska Professional Design Council; PAT DAVI DSON,
Legislative Auditor, Legislative Audit D vision, Legislative
Agencies & Ofices; BEN MILLIGAN, Staff to Representative Bill
Stoltze; RANDY RUARO, Assistant Attorney General, Legislation &
Regul ati ons Sections, Departnent of Law, MARI E DARLIN, AARP; | AN
FISK, Staff to Representative WIIliam Thomas, Jr.;

Attending via Tel econference: Froman Ofnet Site: KATHRYN DODGE,
Executive Director, North Star Borough Al aska Regi onal Econom c
Devel opnent Organi zati on;

SUMVARY | NFORMATI ON
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SB 24- REEMPLOYMENT OF RETI REES

The Comm ttee heard fromthe Departnent of Adm nistration, adopted
a commttee substitute, and held the bill in Conmttee.

SB 156- LAYOFF/ NONRETENTI ON OF TEACHERS

The Comm ttee heard fromthe bill's sponsor and reported the bill
from Comm ttee.

HB 182- WACE & HOUR ACT: EXEC/ PROF/ ADM N SALES/ DP

The Committee heard fromthe bill's sponsor and reported the bill
from Comm ttee.

HB19- PESTI Cl DE & BROADCAST CHEM CALS

The Conmmittee heard fromthe bill's sponsor. The bill was held in
Conmi ttee.

HB 15- LI QUOR LI CENSES: QUTDOOR REC. LCODGE/ BARS

The Conmttee heard fromthe bill's sponsor, adopted one anendnent,
and held the bill in Commttee.

HB 91-1 NDECENT EXPOSURE TO M NORS

The Comm ttee heard fromthe bill's sponsor and the Departnent of
Law. The bill was held in Commttee.

SB 108- | NSURANCE

The Departnent of Conmmerce, Conmunity and Econom ¢ Devel opnent
provi ded an explanation of the bill, and the bill was held in
Conmi ttee.

HB 119- AK REG ONAL ECONOM C ASSI STANCE PROGRAM

The Conmittee heard from the bill's sponsor, the Departnent of
Conmer ce, Conmunity and Econom c Devel opnent, and a representative
of the Al aska Regi onal Econom c Devel opnent O gani zation. The bill
was held in Commttee.

HB 136- DRUNK DRI VI NG TREATMENT PROGRAM

The Conmmittee heard fromthe bill's sponsor. The bill was held in
Conmi ttee.
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SB 121- STATE OF AK CAPI TAL CORP.; BONDS

The Committee heard from the Ofice of the Covernor and the
Departnent of Revenue. The bill was held in Commttee.

SB 122- AVERADA HESS | NCOVE; CAPI TAL | NCOVE ACCT.

The Committee heard from the Ofice of the CGovernor and the
Depart ment of Revenue. The bill was held in Conmittee.

SB 135- ASSAULT & CUSTODI AL | NTERFERENCE
The Commttee heard fromthe bill's sponsor, the Departnment of Law,
and reported the bill from Comm ttee.

HB 75- HUNTI NG FI SHI NG TRAPPI NG

The Committee heard fromthe bill's sponsor and the industry. The
bill was held in Conmittee.

HB 35- EXTEND BD ARCHI TECTS/ ENG NEERS/ SURVEYORS

The Committee heard from the bill's sponsor, the D vision of
Legislative Audit, and the industry. The bill was held in
Comm ttee.

HB 132- CRI MES AGAI NST ELDERLY

The Commttee heard fromthe bill's sponsor, the Departnment of Law,
and took public testinony. One amendnent was considered but
wi t hdrawn from consi deration. The bill was HELD in Comm ttee.

HB 230- LOANS FOR COVMMERCI AL FI SHI NG TENDERS

The Committee heard from the sponsor. The bill was held in
Conmi ttee.

SB 46- APPROP: CAPI TAL BUDGET

This bill was schedul ed but not heard.
HB 156- COVM SSI ON ON AGQ NG

This bill was schedul ed but not heard.
#sb24

CS FOR SPONSOR SUBSTI TUTE FOR SENATE BI LL NO. 24( STA)
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"An Act relating to reenploynent of and benefits for retired
t eachers and public enpl oyees and to teachers or enpl oyees who
participated in retirement incentive prograns and are
subsequent |y reenpl oyed as a conmm ssioner; and providing for
an effective date."

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

M KE TI BBLES, Deputy Comm ssioner, Departnment of Adm nistration,
testified in support of the bill.

Co-Chair WIken noved to adopt CS SS SB 24(FIN), Version 24-
LS0211\ X as the working docunent.

Co- Chair Green objected for explanation.
1:10:56 PM

M. Tibbles informed the Coommittee that this bill would address
concerns that have been raised in the past regarding the State's
rehiring of retirees practices. The Version "X' conmttee
substitute woul d address "perceived abuses in the past and offer a
solid managenent tool going forward for the State, school
districts, and nmunicipalities".

M. Tibbles communicated that the practice of rehiring retirees
could be attributed to the difficulty the State has had in
recruiting "specific job classifications" such as Nurse |1I1I
positions in the Departnment of Health and Social Services Pioneer
Honmes. One such position was advertised for 34 days w t hout success
of attracting a qualified candidate. The "tool" being addressed in
this legislation was utilized to rehire a retired nurse for that
position. Another exanple of a difficult position to fill is the
Chil dren Servi ces Manager position which requires a nmasters degree
and four years of professional "social work experience providing
progranms or services focused on serving children at risk". This
Range 21 position was advertised for 21 days and "neither of the

two applicants net the mnimum qualifications". A retired
i ndividual was rehired to fill this position as well. Retirees have
al so been successfully rehired to fill engineer and biologist
positions.
1:13: 05 PM

M. Tibbles stated that "the two primary concerns” regarding the
rehiring of retirees are the "cost to the system and that hiring
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retirees prevents "other enployees fromnoving up into higher |evel
positions".

M. Tibbles communicated that the work draft before the Commttee
would allow "a program going forward that neets the original
intent" and addresses these two concerns.

M. Tibbles stated that this bill would address the question
regarding "the potential liability of what the State had told these
i ndividual s coming back fromretirenent”, as the bill is "very very
clear ...that the program ends, the period of reenploynent ends, at
the point that the program sunsets". Intent Language and State
Statutes would also further clarify the program

M. Tibbles continued that Sec. 2 of Version "X' would require
rehired retirees "to be covered by their enployer's active health
plan". In the past, enploynment contracts were negotiated that
allowed the rehired retiree to be covered by their retirenent
health plans. This action was contrary to the intent of
experiencing cost savings in the retirenent health plan systens.
Therefore, Sec. 2, which is specific to the Teachers Retirenent
System (TRS), would clarify that a rehired retiree would be
of fered, and nust accept, the active health insurance offered to
other full tinme enployees wthin that school district.

1:14: 54 PM

Co-Chair Green asked the reason that the continuance of retirenent
heal th benefits for rehired retirees was preferred to including
themon the active health i nsurance benefit.

M. Ti bbles explained that an enpl oyer woul d experi ence an expense
of approximtely $830 per nonth for each enployee eligible for
active health insurance. Therefore, allowing a rehired retiree to
continue to be covered by the retirenent health plan "would shift"
that expense from the enployer and save them noney. This
| egi sl ation would prevent that from occurring going forward.

M. Tibbles al so conveyed the understanding that many of the active
health plans have higher co-pays and deductibles than the
retirement health plans. Wile the existing retirenment plan
benefits would continue to be avail able upon retirenent, they would
be suspended during the tinme of reenploynent and the rehired
enpl oyee woul d be subject to the conditions of the active health
pl an provided to their co-workers.

1: 16: 09 PM
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Co-Chair G een characterized this as being "an integral part" of
t he proposed | anguage in that neither the enpl oyer nor the enpl oyee
woul d view the rehiring "as a great thing". The enpl oyer woul d be
unable "to shift the cost” to the retirenment nmedical plan and the
enpl oyee woul d be subject to the conditions of the active health
coverage "which m ght have | ess generous benefits".

1:16: 52 PM

M. Tibbles noted that Sec. 4 of the proposed work draft would
i npl enent a change that is "consistent with Sec. 2, although it
does specify that teachers com ng back on a part tinme basis could
continue to receive the retired nedical benefit coverage". To that
point, he expressed the Departnent's desire that all part-tine
rehired retirees would "be offered the sane health benefits" as
ot her active enpl oyees in that any enpl oyee working part-tine hours
of between 15 and 30 hours a week would be provided health
i nsurance but could be required to pay half of the premum Rehired
retirees working less than 15 hours per week who m ght not be
eligible for any health benefits would continue to be covered by
their retirement benefit.

1:17:45 PM

M. Tibbles comunicated that rehired retirees working |less than
full-time would be assured of having access to health coverage.

1:18: 00 PM

Co-Chair Green asked whether the part-tinme provisions specified in
Sec. 4 could be wutilized as "a loophole .. to avoid the
participation of the enployer”.

M. Tibbles shared that a situation in which an enployer mght hire
two part-tinme retirees rather than one fulltine one had been
consi dered. The conclusion was that recruiting for a part-tine
position would be nore difficult that recruiting for a full-tinme
position. Furthernmore, the hiring of a part-tinme rehired retiree
woul d allow for the upward progression of another individual, as
was previously nmentioned as a concern. In addition, the enployer
woul d be required receive approval of the position and to adhere to
the "tough standards” included in the bill prior to being able to
rehire a retiree.

1: 19: 07 PM

Co- Chair G een asked whether | anguage should be included in the
bill regarding how the rehiring of a less than full tinme retired
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enpl oyee woul d "recoup the costs to the systent.
1:19: 30 PM

M. Tibbles viewed the costs to the system "in ternms of the
unfunded liability and how we're paying off that through the
enpl oyees' wage base. There's a provision in the bill that requires
an enpl oyer to contribute the sanme past service rate for the rehire
as they do for all other enpl oyees.™

Co-Chair G een asked for confirmation that that provision would
i ncl ude those enpl oyees working less than full-tine.

1: 20: 04 PM

M. Tibbles expressed that the |anguage in Version "X' would
require enployers who are currently contributing for their half-
time enployees to do likewise for any rehired retirees working
hal ftime. He was unsure of the scale of those obligations.

Co-Chair Geen understood therefore that the bill would nmake
enpl oyers' actions regarding rehired retired halftine enployees
consistent with the current hiring and rehiring practices.

M. Tibbles affirned.
1: 20: 34 PM

Senat or St edman asked whet her the Departnent of Fish and Gane has
devel oped a plan through which to address its "extensive nunber of
rehires", were this bill not to advance or were a shorter
termnation date of the current practice inplenented.

M. Tibbles replied that he has not seen such a plan; however, he
noted that the Division of Personnel, Departnent of Adm nistration,
woul d be assisting departnments in the devel opnent of business
rules, hiring practices and recruitment efforts. The Version "X
commttee substitute would provide sufficient time for this
activity to occur.

M. Tibbles continued that any rehired retirees who had a wai ver
prior to the Novenber 3, 2004 notification that the current program
woul d terminate would be allowed to continue their waiver unti
Decenber 2006. Sufficient time would be provided in which to
devel op such things as transfer plans and to identify "the critical
conmponents of a job" in regards to "what is so specific about that
position” that makes it difficult to recruit for and to transfer
sone of those responsibilities to other enpl oyees.

SFC- 05 (7) 05/ 01/ 05



1: 21: 53 PM

Senator Dyson asked whether the Alaska State Troopers have
devel oped a plan to address its rehiring of retirees practi ce.

M. Tibbles stated that his response to the question about the
Department of Fish and Ganme woul d apply here as well.

1: 22: 10 PM

M. Tibbles stated that Sec. 5 of Version "X' would provide
conformty and consi stency | anguage pertaining to the rehiring of
both the TRS and Public Enpl oyee Retirenent System (PERS) retired
enpl oyees, specifically comm ssioners.

M. Tibbles continued that Sec. 6 would require all enployers to
contribute the sane unfunded liability rate for rehired retirees as
contributed for other enpl oyees.

M. Tibbles communicated that Sec. 7 is the transition point at
which the language in the bill noves fromthe TRS system to the
PERS system Language in Sec. 7(b), page four, beginning on line
27, would affirm that any current rehired retiree's enploynent
woul d term nate when the current programis repeal ed. "This would
elimnate any question in the future of whether or not there is an
entitlenent for the enployee beyond the sunset date of the bil

| ndi vi dual s on the programt must decide by the term nation date of
the current program as to "whether they want to continue to stay
enpl oyed and stop their retirenment benefits or to separate from
service to continue to receive those retirenent benefits".

1:23:12 PM

Co-Chair Geen asked for further information regarding the tine
frame periods pertinent to the differing groups of rehired
retirees.

M. Tibbles clarified that the rehired retirees could be separated
into three groups. The first group woul d consist of those rehired
prior to Novenber 3, 2004 who might have been hired with the
condition that they could remain in the program as |ong as they
were continuously enployed. That liability issue was addressed by
notifying those individuals that, while the program would be
term nated, their "w ndow' would be extended until Decenber 2006

M. Tibbles stated that the second group of individuals would
consi st of those rehired retirees hired between Novenber 4, 2004
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and July 1, 2005. Those individuals were hired knowi ng that the
program woul d termnate on July 1, 2005. The liability issue that
applies to the first group would not apply to this group. This
group nmust neke a decision by July 1, 2005 as to whether they woul d
"continue with State service" and pay in "and defer their
retirement benefits or separate from service"

Co-Chair Green asked that the dates pertinent to the second group
to be restated.

M. Tibbles clarified that these individual s nust have been rehired
bet ween Novenber 4, 2004 and July 1, 2005.

M. Tibbles continued that the third group of individuals would
consi st of those "brought back fromretirenment” after July 1, 2005,
which is the effective date of this Act.

Co-Chair Geen understood therefore that the third group of
i ndi vi dual s woul d not include anyone who is currently rehired and
in the system

M. Ti bbles concurred.

Co-Chair Geen concluded therefore that the third group would
consi st of "anyone hired after July 1, '05 not currently under
rehire".

1: 25: 01 PM

Senator Stedman asked for further discussion in regards to the
conditions applicable to retirees hired after July 1, 2005.

M. Tibbles communicated that any retiree rehired after July 1,
2005 would be required to "sign a waiver to cone back after
retirement". They would "continue to receive their retirenment
benefit, and they would be allowed to stay in as long as they
remai ned continuously enployed, or the sunset date of this Act,
whi ch woul d be July 1, 2009".

Senat or St ednan asked the reason for incorporating this scenario.

1:25:47 PM

M. Tibbles explained that, "the purpose of extending the w ndow to
allow new individuals to cone in ...is that" there are nany jobs
that the State is unable to fill. This "managenment tool" has been
used successfully in the past to fill difficult to recruit for

positions. The provisions would insure that the individuals com ng
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back woul d not "be costing the system. It would allow the program
to continue forward "in a consistent and controll ed nanner"

1: 26: 24 PM

Senator Stedman understood therefore that were a retiree to be
rehired in August 2005, for exanple, that individual would "stop
receiving all his retirement benefits, and go right back on the
payroll, and start paying back into the systent.

M. Tibbles responded that a retired person rehired in August 2005,
for exanple, would be offered "two options”: one would be to cone
back and "pay into the system accrue additional benefits, and
defer their retirenent benefit. That exists now outside this bill".
This bill would allow that individual the option "to continue to
recei ve their pension benefit, have the active health coverage from
their enployer, and not accrue any additional benefits and not pay
the Normal Cost Rate going forward".

1:27:25 PM

M. Tibbles continued that Sec. 8 would primarily apply to
muni cipalities. It would require, in a manner simlar to that
required of the TRS system that a nunicipality nust adopt a
resol ution denonstrating their recruitnent problemin certain job
classifications. Policy issues that nust be adhered to include such
things as that the person being rehired nust have been separated
from service for a mninmm of 30-days and that the position nust
have been recruited for a mnimum of 30-days.

1: 28: 44 PM

Co- Chair Green understood that the administrator of the plan nust
approve the rehire.

1: 28: 56 PM

M. Tibbles affirmed. The director of the Division of Retirenent
and Benefits, Departnment of Administration would be required to
review the qualifying policy and Resolution. It would be a
coordinated activity to which the admnistrator would have the
ultimate authority.

Co-Chair G een asked whether this scenario would also apply to TRS
positions.

M. Tibbles affirned.
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1: 29: 21 PM

M. Tibbles stated that Sec. 9 would address the unfunded
l[iability. It would require PERS enployers to contribute the sane
past service rate for the rehired retirees as they do for other
active enpl oyees.

Senator Stednman referred to |language in Sec. 8, and asked whet her
provisions in the bill wuld address a situation in which an
enpl oyee retired with the intention of being rehired and who
comuni cated that intention to other possible candi dates.

1: 30: 14 PM

M. Tibbles responded that, currently, there is a mninmm
recruitnment period of ten days. The effort could also be limted to
internal recruitnent. This has occurred in the past, with the
out cone being that no qualified candi date energed. This |egislation
woul d require a statew de recruitnent for a mnimumof 30 days and
"tough standards" would be applied. Therefore, an individual who
retired with the intent to be rehired would be taking "a ganbl e”
that no other qualified candi dates woul d energe. Another qualified
candi date could fill the position.

Senator Stedman conmuni cated awareness of such an event having
occurred. He opined that the scenario he presented would be
difficult to control in a small area. Perhaps the requirenent that
a Statew de recruitnment effort nmust occur m ght address the issue.

M. Tibbles stated that Sec. 10 woul d specify the various effective
dates of the bill's provisions.

1: 31: 50 PM

M. Tibbles noted the Sec. 11 would add a PERS report to the
reporting requirenents. In addition, it would require the
Adm nistration to report the efforts being undertaken to address
difficult to recruit for job classifications. Measures to address
those jobs mght include changing business rules to allow, for
i nstance, for fewer Engineer V positions and nore Engineer 11, II1I,
and |V positions as Engineer V positions are nore difficult to
recruit for. Allowing for nore Engineer Il, 111, and IV positions
woul d all ow nore people to becone qualified for advancenent over
time. Rather than focusing on filling the current positions,
efforts could be undertaken "to fill the need".

M. Tibbles stated that Secs. 14 and 15 outline the date
determ nations regarding the three aforenenti oned groups of retired
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rehires. He read the Sec. 15 | anguage as depicted on page seven,
line 27 through page eight |ine seven as foll ows.

Sec. 15. The uncodified |aw of the State of Al aska is amended
by addi ng a new section to read:

WAI VER OF APPLICABILITY OF SEC. 7 OF THIS ACT FOR RETIRED
EMPLOYEES WHO MADE AN ELECTI ON UNDER AS 39.35.150(B) OR (E)
BEFORE NOVEMBER 3, 2004, AND CONDI TI ONS APPLI CABLE TO SERVI CE
FROM JULY 1, 2005 THROUGH DECEMBER 31, 2006. From July 1,
2005, through Decenber 31, 2006, the amendnent made to AS
39. 35.150(b) by sec. 7 of this Act does not apply to a retired
enpl oyee who was rehired and nade an election under AS
39. 35.150(b) or (e) before Novenber 4, 2004, if that person
continues to serve in the sane position. However, this section
does not apply to enployees who are required to provide health
and nmedi cal benefits under AS 39.35.150(b), as anended by sec.
7 of this Act, regardless of whether a nenber receives
retirement nmedical benefits under this section

M. Tibbles stated that this | anguage would allow retirees rehired
prior to Novenber 3, 2004, before the notice went out regarding the
programis ending, and who were told they could continue their
enpl oynent, to continue their enploynent through Decenber 2006

Those being paid solely out of the retirenment health account woul d
be the exception, as that aspect would be discontinued and their
enpl oyer woul d be required to cover themthrough the active health
pl an.

Co- Chair Green understood therefore that that coverage woul d occur
"in the neantinme"

M. Tibbles concurred.
1: 34: 27 PM

M. Tibbles stated that Sec. 17 woul d change the term nation date
fromJuly 1, 2005 to July 1, 2009.

Co-Chair Green understood that sone anendnments would be
forthcom ng.

M. Tibbles affirnmed that some clarifying |anguage pertaining to
the term nation dates and the continuing enploynent terns for the
three different rehired retirees groups, specified in Sec. 14 and
Sec. 15, is being devel oped.

1: 35: 33 PM
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Co-Chair WIlken noted that a fiscal note pertinent to Version "X'
woul d also be forthcom ng. To that point, he asked whether the
fiscal note would reflect the provisions being considered in SB
141- PUBLI C EMPLOYEE/ TEACHER RETI REMENT/ BOARDS and how that
| egi slation mght inpact the PERS and TRS syst ens.

M. Tibbles responded that that inpact was detailed in the anal ysis
section of the previous Departnent of Admnistration fiscal note #1
dated March 7, 2005. That analysis anticipated a $106, 000 a year
inmpact in regards to the TRS conponent. No inpact was anti ci pated
on the PERS side until the point at which the program had 500
participants. There are currently 211 participants in the PERS
program There is an expectation that the PERS participant |evel
woul d decrease under the new sideboards specified in this bill.

Co-Chair Wl ken asked that a fiscal note specific to Version "X' be
devel oped that specifically addresses the inpact to the PERS and
TRS systens. Those expenses shoul d be consi der ed.

Co-Chair WIken noted that while he supports the bill, he would not
care to add to PERS/ TRS expenses.

1: 38: 10 PM

Co-Chair Green agreed. Continuing, she voiced the understanding
that following the signing of the Governor's Admnistrative O der
concerning the rehire of retired enployees and the inplenentation
of the Departnment of Adm nistration's review, the rehiring of
retirees scenario "really changed".

M. Tibbles stated that since the Governor's Adm nistrative Order
was released on March 8, 2005, not a single rehire has been
approved for the State of Alaska. The first question asked by the
Departnent's Adm ni strator when a departnment subnits a request is
"how many qualified individuals did you receive through your
recruitment process". It has been denonstrated in every case to
date that there has been a qualified pool of applicants to choose
from and therefore, all requests have been deni ed.

Co-Chair Geen understood that in the State of Al aska situation

the Admnistrator's "word would be final"; however, she asked
whether this would be the case in regards to nunicipalities or
school districts "that really had their mnd set on hiring a
certain retired person". To that point, she asked whether the
Adm ni strator's decision could be chall enged.

M. Tibbles specified that the Statute would provide the
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adm nistrator "the proper authority to deny sonebody com ng back
and continuing their retirenment benefits if they don't neet the new
requirenents laid out in the bill". He was uncertain to the steps
that coul d be taken were sonmeone to challenge the admnnistrator's
position in Court.

Co-Chair Geen requested that clarification as to the proper
authority in this regard be provided.

Co- Chair Green renoved her objection to Version "X'

There being no other objection, Version "X' was ADOPTED as the
wor ki ng docunent .

The bill was HELD in Comrittee in order to consider forthcom ng
amendnent s.

1:41: 09 PM
#sb156
SENATE BI LL NO. 156

"An Act relating to notification to teachers of |ayoff or
nonretention.”

AT EASE: 1:41:39 PM/ 1:41:50 PM

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

PHELAN STRAUBE, Staff to Senator Ben Stevens, the bill's sponsor,
informed the Conmittee that this bill wuld address what is
referred to "as the pink slip problemby aligning tenured teachers
wth non-tenured teachers within the law'. Currently, tenured
teachers nust be notified by March 16th of each year that "they
woul d not be retained for the follow ng school year”. "Non-tenured
teachers nust be notified by the |ast day of the school ternmf. This
| egislation would align the two schedules by specifying that in
both cases, the term nation notification nust be received by the
end of the school term

1: 42: 32 PM

Co-Chair Green inquired as to how this issue was brought to the
attention of the Legislature.

M. Straube replied that the primary issue is that neither |oca
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city/school assenblies' budgets nor the State's budget for the
follow ng fiscal year are conpleted by March 16th of each year. The
requi renent that notification nust be provided by that date | eads
to a sense of instability on the part of teachers and specul ation
on the part of the school districts in regards to the funding | evel
they woul d receive for the follow ng school year.

Co-Chair Geen ascertained therefore that the Mrch 16th
notification date has proven to be nore harnful than beneficial.

M. Straube agreed. "It creates instability for teachers and for
school districts; it unnecessarily scares parents and teachers.”

Co- Chair Green asked whether this issue has ever been "chall enged. "

M. Straube had not discovered any chall enge during his research on
the issue. The practice was created in the 1960s "and has not been
addr essed si nce".

Co-Chair Geen stated that while this is "a | ong-standing policy",
it is inconsistent wth budget cycles and is not beneficial to
t hose concer ned.

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

There being no objection, the SB 156 was REPORTED from Conmittee
with previous zero fiscal note #1, dated April 18, 2005 fromthe
Depart ment of Education and Early Devel opnment.

1:45: 02 PM
#hb182

CS FOR HOUSE BILL NO. 182(FIN)(efd fld)

"An Act amendi ng the Al aska Wage and Hour Act as it relates to
t he enpl oynent of a person acting in a supervisory capacity or
in an adm nistrative, executive, or professional capacity;
relating to definitions under the A aska Wage and Hour Act and
providing definitions for persons enployed in adm nistrative,
executive, and professional capacities, for persons working in
the capacity of an outside sal esman, for persons working in
the capacity of a sal esnan enpl oyed on a strai ght conmm ssion
basis, and for persons that perform conputer-related
occupations; directing retrospective application of the
provisions of this Act to work perfornmed before the effective
date of this Act for purposes of clainms filed on or after the
effective date of this Act, and disallow ng retrospective
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application for purposes of clainms for that work that are
filed before the effective date of this Act."

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

HEATHER NORBREGA, Staff to Representati ve Norm Rokeberg, the bill's
sponsor, inforned the Commttee that this bill, which would change
the definition of admnistrative, executive, and profession
capacities, is a duplicate of SB 131, which had previously reported
fromCommttee with the |one difference between the two bills being
that, unlike SB 131, which specified an effective date of July 1,
2005, this bill has no effective date as the effective date failed
approval on the House fl oor.

AT EASE: 1:47:35 PM/ 1:47:36 PM

Co-Chair Geen questioned the reason the bill is before the
commttee considering the fact that SB 131 had reported from
Conmittee and advanced to the Senate Rules Comm ttee.

Ms. Norbrega understood that "the theory" was to have at | east one
Senate conmittee referral on the bill.

REPRESENTATI VE NORM ROKEBERG, the bill's sponsor, affirnmed that the
Commttee was famliar with the bill's |anguage. Continuing, he
requested that the Conmttee act with "due diligence" in regards to
action on the bill.

Co-Chair Green asked for confirmation that the | anguage of the bill
is identical to that of SB 131.

Ms. Norbrega affirnmed that the lone difference is that HB 182 does
not contain the July 1, 2005 effective date.

At EASE: 1:49:04 PM/ 1:49:26 PM

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

There being no objection, CS HB 182(FIN) (efd fld) was REPORTED from
Commttee with zero fiscal note #1, dated March 1, 2005 fromthe
Depart ment of Labor and Wor kf orce Devel opnent.

1:49: 44 PM

#hb19
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CS FOR HOUSE BILL NO. 19(FI N
"An Act relating to pesticides and broadcast chem cals; and
providing for an effective date."

This was the second hearing for this bill in the Senate Finance
Conmi ttee.
Co-Chair Green asked the bill's sponsor to recap the nature of the

guestion that arose during the Conmittee's first hearing on this
bill.

M KE PAW.OABKI, Staff to Representative Kevin Meyer, the bill's
sponsor, stated that the question pertained to the Conmittee's
perception that the March 18, 2005 Departnent of Environnental
Conservation (DEC) $221,600 fiscal note #2 that acconpanied the
bill was inconplete. A new $221,600 DEC fiscal note, dated Apri
22, 2006 that explains how the amounts were determ ned has been
provi ded.

Co- Chair Green acknow edged. She understood that in the future, the
nunber of pesticide registrations would change due to such things
as attrition and users' decisions not to re-register products that
were seldomutilized.

M. Pawl owski affirmed that the fiscal note "assunes"” there could
be "up to a 40-percent drop rate in the State" of registered
products. However, several chem cal manufacturing conpani es argue
that a significantly |ower anmount of pesticides would be un-
regi stered than the anount projected by the Departnent. As a result
of utilizing the Departnent's projections, "the |level of receipt
support services divided by the nunber of registered chemcals
could lead to a lower fee on the manufacturers”. Therefore, "the
fiscal note is based on a worst-case scenario".

Co-Chair G een ascertained therefore, that the State would fare
better, revenue-wi se, were its projections incorrect.

1:52: 03 PM

Co-Chair Green ordered the bill HELD in Conmttee.
1: 53: 08 PM

#hb15

CS FOR HOUSE BI LL NO 15(L&C) am
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"An Act relating to outdoor recreation |odge alcoholic
beverage licenses; relating to transfer of certain beverage
di spensary |icenses issued before June 6, 1985; and providing
for an effective date."

This was the second hearing for this bill in the Senate Finance
Conmi ttee.
Co-Chair Geen recalled that the lingering issue on this bill "was

the definition of businesses".

M KE PAW.OABKI, Staff to Representative Kevin Meyer, the bill's
sponsor, agreed that including the definition of businesses in
Statute would be appropriate, as it would clarify any anbiguity
that mght exist between a privately owned |odge for persona
benefit and a | odge owned for profit. Inclusion of the latter is
the intent of the bill's sponsor.

Conceptual Amendnment #2: This amendnent inserts the word "licensed"
between the words "a" and "business" in Sec. 2(c) page one, |ine
14. The anended | anguage woul d read as foll ows.

(c) In this section, "outdoor recreation |odge" neans a
I i censed business that provides...

[ NOTE: This anmendnent was inadvertently referred to as Amendnent
#1. It should be correctly referred to as Anendnent #2, as a
separate anendnent, Amendnent #1, had been adopted during the Apri
28, 2005 hearing on this bill.]
Co-Chair WI ken noved t he Anendnent.
There bei ng no objection, Conceptual Amendrment #2 was ADOPTED
Co-Chair G een ordered the bill HELD in Conmitt ee.
1:55:49 PM
#hb9o1l

HOUSE BI LL NO. 91 am

"An Act relating to indecent exposure."

This was the first hearing for this bill in the Senate Finance
Conmittee.
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KAREN LI DSTER, Staff to Representative John Coghill, stated that
the bill is best presented by the | anguage in the Sponsor Statenent
that reads as foll ows.

Several young girls in Delta Junction were subjected to a man
exposing hinmself to themin the parking ot of a |ocal store
| ast sunmmer. He was apprehended and arrested. In a background
check it was reported that he had a prior conviction of a
simlar incident in Arizona. Wwen arrested in the Arizona
case, police reported that he matched the description of a nman
reported for the same activity several tines but they could
never catch him

In the Delta Junction incident, the |ocal magistrate charged
himw th three felonies but because of the circunstances, he
coul d not be convicted of a felony. He pl ea-bargained down to
one m sdeneanor.

Children are nore vulnerable and innocent than adults and
children fall prey to sex offender nore easily than adults.
This | egislation nmakes repeat convictions of indecent exposure
within the observation of a person under the age of sixteen a
f el ony.

1: 58: 02 PM

Senat or Dyson voi ced being "intrigued about the circunstances that
kept" the offender from being charged. To that point, he asked how
this bill would address those circunstances.

Ms. Lidster responded that, "the difference between a felony and a
m sdenmeanor in an act of this nature is whether or not the offender
touches hinself". This is the reason that the Delta Junction
of fender "could only be charged with a m sdeneanor ..it appears
that it's possible that this person had been suspect of doing these
ki nds of things previously but seened to understand” the line "that
shoul d not be crossed". This bill would correct this situation by
specifying that if an individual had previously been convicted of
i ndecent exposure before a mnor, regardl ess of whether the person
touched thenself or not, they could be charged with a fel ony.

Co-Chair Green asked whether this |egislation had been referred to
the Senate Judicial Comrttee.

Ms. Lidster affirned that the bill had reported from the Senate
Judiciary Conmttee w thout any changes.

Co-Chair Geen stressed the inportance of the fact that the
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Judiciary Conmttee had heard this legislation, as that conmttee
has, as a matter of course, thoroughly discussed the m sdeneanor
verses felony issue.

Ms. Lidster affirnmed. She noted that the bill's sponsor is
conscious of "not ratcheting up penalties". The bill does specify
that there must be an "intent to frighten or shock a person”,
specifically mnors in this case. There nust also be total
di sregard "for the person that this is happening in front of as
opposed to sonetines stopping al ongside the road" and inadvertently
bei ng observed.

AT EASE: 2:01:16 PM/2:01:17 PM

Ms. Lidster specified that, "an offender conmits the crine of
i ndecent exposure in the second degree if the offender know ngly
exposes the offender's genitals in the presence of another person
with reckless disregard for the offensive, insulting, or
frightening affect the act may have."

Co-Chair Geen asked whether such |anguage was included in AS
11. 41. 460.

Ms. Lidster affirnmed its inclusion.

In response to a question from Senator O son, M. Lidster
understood that parents would be protected fromthis penalty were
their actions not intended "to frighten and have total disregard
for the affect of the act on the children".

Senator O son inquired to a situation in which a mnor night be
exposed to a child being borne.

Ms. Lidster voiced that the purpose of the bill would be to address
i ntentional episodes of indecent exposure.

2:03:44 PM

Co- Chair Green asked whether the concerns begin raised by Senator
O son mnmight be addressed by further <clarification of the
"knowi ngly" or "intentional" act |anguage or "the shock” elenment in
the bill. Care should be taken not "to exonerate all famly
menbers" in this regard

DEAN GUANELI, Chief Assistant Attorney General, Legal Services
Section-Juneau, Crimnal Division, Departnment of Law, inforned the
Comm ttee that he had "never heard of indecent exposure prosecution
bei ng | evel ed agai nst sonmebody in a famly situation". However, he
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agreed that a famly nenber should not "be exenpt fromthe |aw'.
Continuing, he noted that there is a relationship between indecent
exposure and child abuse as well as "indecent exposure and groom ng
activities". "Sadly, a lot of that goes on in the famly."

M. Quaneli voiced the hope that were "there two parents present,
one woul d be watching out for the children”

M. Quaneli determned that it would be difficult to inmagine that
such situations would "cone to the attention of authorities unless
they are particularly egregious circunstances that we would not
want to exenpt fromthe coverage of the |law'. He was unsure as to
"how to draft in sonme sort of an exenption that wouldn't sweep too
broadly and protect activity that we don't want to protect”.

2.05:59 PM
Senator Dyson noted that the term "masturbate"” is included in

Section 1(a)(1), page one, line eight of HB 91(am), Version 24-
LSO098\A. A.  The inclusion of the word "and" in Section 1(a), page

one, line six, indicates that the act of masturbation nust
acconpany the offense in order for it to deened as first-degree
i ndecent exposure. This would "limt the application". Famly

menbers shoul d be prosecuted were that activity to occur.

Ms. Lidster responded that the intent of bill was to prevent
sormeone who continues to know ngly expose hinself or herself to a
m nor, and who knows that they could only be charged with a
m sdemeanor were they to not touch thenselves, from sinply being
charged with a m sdeneanor. Evidence has concluded that indecent
exposure of fenders elevate their offenses overti ne.

Co-Chair Green pointed out that the word "or" in Section 1(a)(1),
page one, |line nine would negate Senator Dyson's concern that the
fel ony charge could not be |evied unl ess nasturbati on acconpani ed
t he i ndecent exposure act.

Co-Chair Green ordered the bill HELD in Commttee.

2: 08:59 PM

#sb108
CS FOR SENATE BILL NO 108(L&C)
"An Act relating to the regulation of insurance, insurance
icensing, surplus lines, insurer deposits, owner-controlled

and contractor-controlled insurance prograns, health di scount
plans, third-party admnistrators, and self-funded multiple
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enpl oyer wel fare arrangenents and self-funded governnenta
pl ans; and providing for an effective date."

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

Co-Chair Green conveyed that the purpose of this hearing was to
hear an explanation of the bill.

LI NDA HALL, Director, Division of Insurance, Departnent of
Commer ce, Comunity and Econom c Devel opnent, stated that this bill
woul d propose statutory changes that woul d make the regul ati on of
i nsurance nore efficient for the D vision, make regul ations nore
uniform for the insurance industry, and provide increased

protection to Al askan consuners. Expressing that many of the bill's
sections were "very technical", she stated that her testinony woul d
review the bill's conponents by generalized topic area, rather than

in a detail ed manner.

Co-Chair Geen noted that Menbers' packets include a Sectiona
Anal ysis of the CS SB 108(L&C), Version 24-GS1083\Y [copy on file].

Ms. Hall stated that one issue addressed in the bill would be to
change licensing regulations in order to streanline the |icensing
processes and further the efforts to conform to the National
Associ ation of Insurance Conm ssion Mdels and National Standards.
Sec. 2 and Sec. 3 would renpve the requirenent that the Division
notify an insurer's agent of the suspension or revocation of an
Insurer's Certificate of Authority. Such notification would becone
the responsibility of the insurer. Wile Sec. 8 and Sec. 9 would
elimnate the requirenent that insurers or agents nust file
appointments with the Division, they would require that insurers
provide witten notification when an agent's appointnent is
term nated "for cause".

2:11:57 PM

Co-Chair Geen asked for further clarification regarding the
term nati on process.

Ms. Hall clarified that when an insurance conpany term nates an
agent's appointrment, they nmust notify the agent in witing of that
action.

Ms. Hall continued that Sec. 10 would allow the D vision to conduct

license renewal s via such things as electronic mail. Currently non-
resi dent new license appl i cations coul d be conduct ed

SFC- 05 (22) 05/ 01/ 05



el ectronically, and efforts to allow resident and renewal I|icenses
to be conducted electronically would be conpleted in the near
future. The Division would al so endeavor to provide notification of
renewal s by el ectronic neans.

Ms. Hall communicated that several sections of the bill address the
i ssue "of surplus lines". Major changes in the Division's surplus
line Statutes were provided for by legislation that was enacted in
the year 2004. This bill would "clean up requiring sonme m nor
changes in docunents that are required to be signed by surplus |line
brokers and changes in docunents that are required to be filed in
order to allow "alien insurers to report at the sanme tinme as they
do their stockhol der reports”.

Ms. Hall noted that the bill would also elimnate unused provisions
regardi ng the use of safety deposit boxes for insurers' deposits.

Ms. Hall stated that |anguage in Sections 21, 22 and 24 would
address "a fairly new phenonena called Health Di scount Plans".
During the years 2000 to 2002 there were approximtely "200, 000
prograns that resulted in $252, 000,000 in unpaid clains nationally.

In order to protect Al askans fromillegal products", the Division
is seeking "to add sone specific authority to regulate these types
of plans”. Language in this bill would enhance current trade

practice authority to clarify that such plans "could not be sold in
Al aska unless they are licensed by the Division and the carrier
providing themis |icensed". She had recently signed "a cease and
desist order against an entity that was providing a health
i nsurance discount plan in our State". The Division had received
conplaints from consuners who had authorized that plan to debit
t heir checking accounts and who had been assured that their health
providers participated in the health discount plan even though they
did not. "Consuners are being ripped off by scam artists.” Such
plans typically advertise on television or fax information to
offices and offer low rates. Their advertising is msleading in
that, while it utilizes health insurance termnol ogy, the plan does
not provide health insurance.

Ms. Hall stressed that she regarded this conmponent of the bill as
being very inportant. The Division's Consuner Protection Program
Press is developing press releases to alert the public to this
si tuation.

2:16:43 PM
Co-Chair Geen asked whether Legislators mght have received

notification of this issue by a doctor's office approximately six
weeks earlier.
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Ms. Hall assured that that was quite possible. The Division had
notified the Al aska Medical Association of these types of
activities in the sunmrer of 2004. They in turn "had issued an alert
to Alaska physicians to watch for these". She noted that the
Division is actively pursuing other plans that are targeting the
St at e.

Co-Chair Green asked whether identities of the of fenders could be
r el eased.

Ms. Hall stated that the group to which she had recently signed a
cease and desi st order was nanmed Signature Health G oup Health Care
Advantage or Signature HCA. She noted that the Division has
devel oped press releases that identify this entity.

Co- Chair Green asked whether the Division anticipates that there
coul d be other such entities.

Ms. Hall affirmed there would be. This is a national issue and sone
of the work being conducted by the Division is in cooperation with
other state regulators in an effort to prevent the entities from
nmoving fromone state to anot her.

2:17: 24 PM

Co- Chair G een asked whether the term "health di scount plan" was
new t er m nol ogy.

Ms. Hall affirnmed that it was. As health insurance costs have
i ncreased, there has been an increase of plans offering health
di scounts. Sonme plans are offered by insurance conpanies and are
| egitimte. However, it should be noted that these plans do not
provi de nedi cal coverage; they m ght provide such things as a 20-
percent discount for a visit to a participating doctor or a 20-
percent discount on a drug prescription with a provider. Sone plans
m ght advertise no waiting periods and allow coverage for
preexi sting conditions; such things "are problematic for sone
individuals in the health insurance arena".

2:18:15 PM

Co-Chair Geen understood therefore that a legitimte health
di scount plan would have a list of providers who would offer
di scounts, simlar to a coupon book.

Ms. Hall affirmed. However, she noted that the plans that the
Di vi sion has investigated do not have such service provider |ists.
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Co-Chair Green disclosed a conflict of interest in the discussion
as her husband sells insurance, albeit not health discount plans.
Furthernore, she would be willing to renove herself from the
di scussion and abstain from voting were that the wll of the
Comm ttee.

Ms. Hall noted that one of the nore technical sections of the bil
deals with Third Party Admnistrators (TPA), which are entities
that adm ni ster health insurance prograns. Aetna is the third party
adm nistrator for the State's Select Benefits health insurance
program Third party adm nistrators are not required to be |icensed
in the same nmanner as insurance sal esmen or conpani es are; however
they nust register with the Division. This bill would require that
these adm nistrators nust "file certification if they are exenpt
fromthe State's registration process”. Provisions would also all ow
the Division's director "to immedi ately suspend registration if the
TPA was financially inpaired'. Sone states have had TPAs that
coll ect prem uns, adm nister the program and pay the providers.
While this practice has not, of yet, been experienced in Al aska,
the Division would like to insure that the State would have the
ability to stop a TPA from operating were they to becone
financially inpaired.

2:20: 59 PM

Ms. Hall directed the Commttee's attention to Sec. 31, which woul d
allowthe Division to establish requirenents regarding the State's
bargai ning wunion health trusts. Current Statutory provisions
provide that "if an entity is not regul ated by another regul atory
body, they would be subject to regulation by the D vision of
| nsurance. " The federal governnent under the Enpl oyee Retirenent
I nconme Security Act (ERISA) regulates many self-funded plans;
however, it should be noted that governnment plans are exenpt from
ERI SA. To that point, the Division has been requesting information
fromthe Union Health Trust since March 2004. The information being
requested would allow the Division "to conduct a |egal review of
whet her or not they are regul ated by another entity or whether they
shoul d corme under the purview' of the Division. This bill contains
| anguage that she viewed as being a policy decision that the
Legi sl ature should make in that it would propose that the union
health trusts nust provide such things "as financial statenents and
actuarial opinions both on the l|level of contribution rate and
reserves for clainms" to the Division

Ms. Hall continued that this bill "has generated sone discussion”
that woul d be appropriately discussed by this Commttee.
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2:23: 20 PM

Ms. Hall stated that, "there are 19,000 State enployees whose
health coverage is provided through one of five union health
trusts. A substantial amount of general fund nonies are contributed
to the health trust for the provision of health coverage." In the
year 2004, the Alaska State Enployees Association (ASEA), for
exanpl e, managed $56, 000, 000 of general fund noney. The Public
Enpl oyees Local 71 managed approxi mately $12,000,000 of genera
fund noney. The policy decision being introduced to the Conmttee
"is whether there should be sone |evel of oversight of those
funds". Such oversight would require the trusts to incur actuari al
opi ni on expenses of approximtely $40,000 to $50,000. Therefore,
t he $50,000 expense that mght be associated with acquiring an
actuarial opinion that could affirm that ASEA' s "reserving
practices are such that would allow for continued sol vency" woul d
anount to seven-tenths of a percent of the State's and enpl oyee's
contribution rate. The cost of such an opinion fromLocal 71 would
anount to approximtely one-third of a percent. She opined that
"this would be good public policy but it is not sonething” that the
Di vision should do without Legislative concurrence.

2:25:21 PM

In response to a question from Co-Chair G een, M. Hall expressed
that 19,000 State enpl oyees' insurance coverage is managed by five
union health trusts. This nunber would not include dependents.

Co- Chair Green understood therefore, that since these five plans
are governnental plans, they would not be required to report to
ERI SA. They al so do not report to the Division of Insurance.

Ms. Hall replied that that is the Division' s determ nation.
2:26:15 PM

Ms. Hall stated that the last major conponent of the bill would
address project owner or contractor controlled insurance prograns.
This information is located in Sections 23 and 25 of the bill

These types of insurance prograns typically acconpany |arge
construction projects such as the Trans Al aska Pi peline System A
single programis witten to provide the insurance needs of the
subcontractors and the primary contractor. The rules for such
prograns are included in the D visions Wrker Conpensation Manual s.
The Division has determned the need to codify these rules.
Attenpts have been nade to expand such prograns into general
operation and mai ntenance functions. The Division believes such
action would have "a detrinental affect” on both the small
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i nsurance marketplace currently existing in the State as well as to
smal | i ndividual subcontractor prograns. Such action would nmake it
| ess and less attractive to insurance conpanies to conduct business
in the State. In addition, subcontractors who have either their own
self-insured or fully insured insurance prograns, woul d experience
di m nished ability to support those insurance progranms were they
required to utilize payroll nonies to support a project's on-going
mai nt enance program i nsurance.

2:28: 02 PM

Ms. Hall noted that Sec. 23, beginning on page 13, line 29 and
conti nui ng through page 15, line twelve is the predom nate section
regarding this issue.

Co- Chair Green understood Sec. 23 to include new | anguage.
Ms. Hall affirmed. It would expand and codify existing rules.

Co-Chair Green determned that this section would apply to an owner
control |l ed i nsurance programor a contractor controlled insurance
program She asked for an exanple of such a program

M. Hall responded that the best exanple of an owner controlled
i nsurance program woul d have been the Trans Al aska Pipeline. In
these cases, "the liability and the workers conpensati on coverage
were all provided in one package.” The Division considers "it
appropriate” for either the owner or the general contractor of a
| arge construction project to purchase the insurance plan. However,
"the line is drawn" at the point where the concept "is expanded to
cover |large on-goi ng operations".

Co-Chair Geen understood therefore that the desire it that the
program "shoul d not norph" into an ongoi ng i nsurance program

Ms. Hall affirned.

Ms. Hall stated that the bill contains "a few m scellaneous
sections. Sec. 27 sets the standards for rate making in health
i nsurance at the sane statutory standards” the State currently has
for all lines of insurance. "The rates cannot be excessive,
i nadequate or unfairly discrimnatory." Section 1 would allow the
Division director to exam ne or require docunents from producers
provi ded there was "reasonable cause". Sections 29 and 30 would
authorize the Director's designee to accept financial statenents
wi thin 45 days after the end of each quarter.

Co-Chair Green ascertained that sone sections of the bill are new,
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sone are "creative", and sone would allow the State to align with
nati onwi de practices.

Ms. Hall stated that the majority of the bill would serve "to keep
Al aska statutory | anguage in conformty" with national trends. This
has been an on-going effort; otherwise, the State's regul ations
m ght di scourage busi ness.

2:31:43 PM

Senat or Dyson asked whether State |aw should be changed to
accommopdat e heal th savings accounts (HSAs), particularly in regards
to State enpl oyees.

Ms. Hall responded that in terns of insurance regulation, the
answer is no. The Division has conducted analyses in this regard.
"Conpani es are beginning to offer HSAs nore readily than they were

before." She could not speak to the matter involving State
enpl oyees. "The plans could be very beneficial to Alaskan
consuners.” No changes in the insurance title would be required.
2:32:45 PM

Senat or Dyson understood therefore that there would be no need to
i nclude | anguage in this "omibus insurance bill to encourage HSAs
to go forward in this State".

Ms. Hall stated that this issue had been discussed. The
determ nati on was that such inclusion would be unnecessary.

Senat or Dyson, having been absent for a portion of M. Hall's
comments, asked whet her |anguage in Sec. 31 regarding Self-funded
Governnment al Pl ans, had been addressed.

Ms. Hall affirmed that she had addressed that section.

Senat or Dyson specifically asked that the major benefit that woul d
be derived by including the bargaining unit trust plans under the
Division's purview, be identified.

Ms. Hall responded that the major benefit would be that the
Di vi sion woul d be provided a financial statenent and an actuari al
anal ysis that determned that the contribution rates "were adequate
for paynents"” and that the reserving practices would continue to
all ow the program"to remai n solvent".

Senat or Dyson asked whether the Division had concerns that the
funds had either been m smanaged or m sused.
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Ms. Hall responded that, "there is no indication that anything has
been m sused. That is not the purpose of this legislation.”

Senat or Dyson continued however, that, "there is the possibility
that they are inadequately funded or actuarially not sound.”

Ms. Hall responded that, "that is a possibility".
The bill was HELD in Comm ttee.

AT EASE: 2:35:05 PM/ 2:35:34 PM

#hb119

CS FOR HOUSE BI LL NO. 119(FIN)

"An Act extending the term nation date of the Al aska regiona
econom ¢ assi stance program and providing for an effective
date."

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

KACI SCHRCEDER, Staff to Representative WIIliam Thomas Jr., the
bill's sponsor, and Commttee Aide to the House Comunity &
Regional Affairs Commttee, explained that the bill would
reaut hori ze the Al aska Regi onal Econom c Devel opnent O gani zati ons
(ARDORs) assi stance program through 2010. This program which began
in 1988, currently provides approxi mately $50,000 annually to each
of the eleven ARDORs in existence today. These non-profit
organi zations are conprised "of |ocal volunteers working together
to pronote economc developnment within their regions". ARDOR
activities include working wth other economc devel opnent
activities in their regions, collecting and distributing econonic
i nformation, and being a liaison between the region, the State, and
t he federal government.

Ms. Schroeder noted that each ARDOR could use the funds they are
provi ded, as they deem appropriate. The Legislature has repeatedly
reaut hori zed the ARDOR program since its inception.

Co-Chair WI ken opined that while some ARDCRs are doing a good job
others are sinply taking the noney and "havi ng neetings". He noted
t hat he had previously expressed concern in this regard, and that
he was pleased that three ARDORs had dissolved. As a result,
addi tional funds had been provided to the remaining ARDORs that
"are trying to do a good job". Nonetheless, he preferred that the
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ARDCR program be extended three years rather than the five-years
proposed in this legislation, as a shorter tineframe would all ow
for nore Legislative oversight of the ARDOR activities.

Co-Chair WIken al so asked whet her sone conponent of the programis
bei ng expanded as a halftine position appears to have been added in
the Departnent of Commerce, Conmunity and Econom ¢ Devel opnent
$650, 000 Fiscal Note #2 dated April 6, 2005.

Ms. Schroeder deferred to the Departnent of Commerce, Comunity and
Econom ¢ Devel opnent.

2:40: 35 PM

KATHRYN DODGE, Executive Director, Fairbanks North Star Borough
Al aska Regi onal Econom c Devel opnent Organi zation, testified via
tel econference froman offnet site in support of the bill on behal f
of the 11 ARDORs existing in the State. The bill would all ow ARDCRs
to continue their econom c devel opnment activities. In addition, the
proposal to extend the programfor a five-year period rather than
the historical every-other year reauthorization period would allow
the programto concentrate on devel opnent activities as opposed to
concentrating on whether or not the programwoul d be reauthorized.

Ms. Dodge di sclosed that ARDORs return nine dollars for each State
dollar "invested" in the program In addition, the program has
i npl emrent ed an accountability program which "defines what a highly
perform ng ARDOR does; neasures and rewards the activities and
prograns”; and assists ARDORS in inproving their performance. She
urged that the bill be noved out of Commttee.

Co-Chair Green comented that while ARDORs have acconpli shed "sone
very good things", she, |like Co-Chair WIlken, has sone
reservations. Rather than the programcontinuing as an entitl enent
program she would prefer it being a conpetitive grant program The
Department of Commerce, Comunity and Econom ¢ Devel opnent and
ot her program anal ysts have comrunicated to her that the initial
program funding was intended to be "start-up" noney; there was no
intent to support the program indefinitely. She agreed with Co-
Chair Wlken that the reauthorization tinefrane should be
shortened. Wi le sonme nechanism m ght currently exist, she would
like a process instilled through which both the Legislature and the
Departnent woul d be provided i nformati on about the ARDOR deci sion-
maki ng process, activity foll owup procedures, and the end result
of the activities.

2:42: 56 PM
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SALLY SADDLER, Legislative Liaison, Departnment of Conmerce,
Communi ty and Econom c¢ Devel oprent, conmuni cated that approxi mately
one-third of the Departnent's professional |ocal governnent
speci al i sts provide support and coordination for the ARDOR program
The half-position referenced by Co-Chair WIken would provide
adm nistrative staff to support those individuals. The Depart nment
focused on the accountability concern for approxinmately the past
one-and-a-half years, and as a result, a performance accountability
syst em has been devel oped. The system has been inpl enented and has
provi ded incentives for performng ARDORS, while placing the "non-
perform ng ARDORs on a two-year notice that their funding m ght be
in jeopardy"”.

Co- Chair G een asked whether funding has ever been withheld from
any ARDOR

Ms. Saddl er responded in the negative, as the performance system
was just recently inplenented. A non-perform ng ARDOR woul d be
provided a one to two-year tinmeframe in which to "correct, renedy,
and i nprove performance" before any action would be taken.

Co-Chair Geen asked that a sanple of the performance system
gui del i ne be provided.

Ms. Saddl er responded that she would provide a copy of the "FY06
ARDCR Tier Application" [copy on file], which lists "the criteria
for the different” ARDOR tiers. Funding is based upon tier |evel.

Co-Chair Green ordered the bill HELD in Conmttee.
2:45: 04 PM
#hb136

HOUSE BI LL NO. 136

"An Act restricting the authority of a court to suspend
execution of a sentence or grant probation in prosecutions for
driving while under the influence and prosecutions for refusal
to submt to a chemcal test; and allowing a court to suspend
up to 75 percent of the mnimum fines required for driving
whil e under the influence and for refusal to submt to a
chemcal test if the defendant successfully conpletes a court-
ordered treatnment program?”

This was the first hearing for this bill in the Senate Finance
Conmittee.
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REPRESENTATI VE NORM ROKEBERG, the bill's sponsor, inforned the
Commttee that this bill would acconplish three things. First it
woul d increase the percent of a fine that could be waived or
reduced in the Therapeutic Court fromthe current 50-percent to 75-
percent. This would "enhance the ability" of an offender to pay for
the cost of therapy counseling and other activities that they woul d
be required to participate in under State | aw.

Co-Chair Geen asked for confirmation that the proposed 25-percent
reduction "woul dn't be through the Court; it would be independent”
of the Court.

Represent ati ve Rokeberg explained that the Court would inpose the
fine nmandated by State Statute, and, wupon the individual's
conpl etion of the therapeutic program a portion of the fine could
be waived or suspended. Thus, the individual could utilize that
nmoney to pay for their program participation. He stressed that the
intent would not be to waive or suspend the entirety of the fine.

Representati ve Rokeberg stated that the bill would also allow
felony Driving Under the Influence (DU) cases to utilize the
Statutory authority provided to the Therapeutic Courts. Two fel ony
DU  Court pilot prograns had been previously authorized by the
Legislature and are currently operating in the Mmnicipality of
Anchorage. This bill would provide those felony DU courts "the
same authority"” as provided to the District Court so they could
reduce their fines by 75-percent as an incentive for their
offenders to participate in Wllness Court prograns. The effort
currently being exercised by the two courts is uncodified | aw

Co-Chair G een asked whether individuals who commtted a felony
could participate in the Wellness Court.

Represent ati ve Rokeberg expressed that while the majority of the
individuals in the Wllness Court had comm tted m sdeneanors, sone
fel ons have been allowed in the program

Co- Chair Green acknow edged. To that point, she conveyed that she
had heard this issue being discussed by people in "sone of the
auxiliary departnments". They becone "nervous" when individuals who
had commtted a felon participate in the program as "they consider
that a very different circunstance than the m sdeneanor.™

Representative Rokeberg stressed that the two af orenmentioned courts

are pilot prograns. "They are subject to renewal by the
Legi slature.” The two courts nust be provided "the sane tool s" at
the felony level as exists at the District Court Ilevel. The

authority to continue the pilot progranms would continue to be with
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t he Legi sl ature.

Co-Chair Green asked for confirmation that the intent would not be
to change "the m sdenmeanor court to a felony court” and that two
separate levels would be "clearly defined".

Representati ve Rokeberg affirmed. He referenced previous DU
| egi sl ati on he had sponsored that had provided Statutory authority
to the m sdeneanor courts. Those courts currently operate under
codified I aw.

[ NOTE: Due to static in the recording, sone of Representative
Rokeberg's remarks were inaudi bl e.]

Represent ati ve Rokeberg noted that the third provision proposed in
this legislation would require that the Courts nust inpose the
mandated minimum DU fine levels. The mninmum fine for a first
offense DU is a mnimm of $1,500. To this point, "an obscure
ol der Court of Appeals case", CQurtis v. State, has been utilized to
allow the courts to suspend a portion or all of the fines specified
in State Statute. This bill "would basically repeal that case" and
require that the fines authorized by the Legislature be inposed. He
noted that the First Judicial D strict in Southeast A aska has been
"the biggest offender” in this regard. The Juneau Enpire
newspaper's Court reports consistently reflect the fact that the
majority of DU fines are suspended.

2:50:35 PM

Co- Chair G een asked whether any other Statutes exist that would
prevent a judge from exercising his or her discretion to inpose
fines below the specified mninumfine |evel.

Represent ati ve Rokeberg understood that there were; however, he
deferred to the Departnent of Law in that regard.

Co-Chair Green stated that further information in this regard woul d
be sought.

Represent ati ve Rokeberg characterized this as a "good bill" and
requested that it be reported from Comm ttee.

Co-Chair Geen voiced the need to know whether "instructing the
Court to do this and no I ess than this" was commobn practice.

Representati ve Rokeberg responded that a significant nunber of

hearings were conducted in conjunction wth previous |egislation
that increased DU fine levels, mndful of the fact that there is
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"a point of dimnishing returns". To that point, the public "is
very concerned" about such behavior, and, the intent of the
Legi sl ature was to nandate $1,500 as being the mininumfine for a
first offense DU, with there to be no Court discretion allowed in
this regard. However, after that |egislation becane effective, the
Curtis v. State case was utilized by the Court as a neans through
which to | ower fines below the | evel authorized by the Legislature.
He understood that there are those who conduct what could be
likened to "judge shopping” in the First Judicial District, as
defense councils are aware of which judges are stricter than
others. This situation "has cost the judicial systemt a significant
anount of noney. Revenues would increase were the mninmm fine
| evel s upheld, even were a portion of the fines suspended or waived
for those participating in the Wellness Court prograns. The bill is
acconpani ed by several zero fiscal notes as well as a Departnent of
Law fiscal note that depicts an increase in revenue as a result of
mandating the mninmum fine level, even with the allowance of
i ncreasing the anount of a fine that could be suspended or waived
in the Therapeutic Court, as that would affect "a relatively snal

nunber of people”. The Public Defenders Ofice's fiscal note
reflects that this bill would incur an indetermnate increase in
its expenses. Nonetheless the overall inpact of this legislation

woul d be to i ncrease revenue.

Co-Chair Green asked whether the State is the recipient of any
National H ghway Traffic Safety Adm nistration funding, as that
entity is often involved in these sorts of efforts.

Representati ve Rokeberg noted that there is consideration of
expanding the pilot program to include the comunities of
Ket chi kan, Juneau, and Fairbanks. The Wl Il ness Court programis
anticipated to generate a significant anmount of noney. The
Therapeutic Court concept 1is receiving significant federa
gover nment support because it is producing results in "breaking the
revol ving door cycle" of DU behavior. People's lives are being
changed. This effort is also saving noney in the Departnent of
Corrections and other State prograns.

Co-Chair Green understood that a felony DU is issued at the tine
of a third offense.

2:55:27 PM

Representati ve Rokeberg affirned that it would be a third offense
conviction within a ten-year period.

Co-Chair Geen asked regarding the DU Court  procedure;
specifically who mght be "the contact point" between court visits.
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Represent ati ve Rokeberg responded that each Court night have its
own procedure; however, the typical "tenplate" would include the
judge and the Court's case coordi nator who oversees each person's
treatment program Historically, the case coordinator m ght have
been a Departnment of Corrections Probation Oficer (PO ; however,
t hrough a cooperative effort between the Departnent of Corrections
and the Departnent of Health and Social Services, a transitionis
occurring at the felony level in which an enployee of the
Departnent's Al cohol Safety Action Program (ASAP) and case
coordinators mght absorb some of the workload from the PGs.
Addi ti onal cooperation would be required from the District
Attorneys in the Departnment of Law and the Public Defender Agency
and private councilors in regards to the adm ssions screening
procedure. "Not just everybody gets into these various prograns.
They have to have potentiality."”

Represent ati ve Rokeberg stated that one of "the new features" would
be the use of pharnmacol ogi cal drugs that has been proven successf ul
"in helping people break their dependency on alcohol”. "Some
controversy" has acconpanied this treatnent. Nonethel ess, he voiced
concern that this type of treatnment is not frequently utilized in
the two Anchorage felony pilot progranms. He also disclosed the
exi stence of a "cultural problem at the felony level and "sone
resi stance" on the part of the Department of Corrections and the
Depart ment of Law prosecutors. To that point, he ascertained that
that resistance is "breaking down".

2:58: 21 PM

Representative Rokeberg continued that the findings of the
Anchorage pilot program indicate that, with the support of the
vari ous agencies, the program woul d worKk.

Senat or Dyson voi ced concern about the inability of the Departnent
of Laws Civil Dwvision's conputers to link information to the
Departnment's Crimnal Division. As a result, a judge m ght not be
aware of the conplete situation. Currently, the Gvil D vision
prints out their information and soneone carries it to the Oimnal
Di vision, who nust enter it into their conmputer. The Court System
is addressing this; however, this significant adm nistrative |ink
"has not been working well".

Represent ati ve Rokeberg responded that he had investigated this
issue four years earlier when he was the Chair of the House
Judiciary Commttee. It has been frustrating that "the Legislature
seens to be unable to inpress upon the bureaucracy that we are in
the 21st Century now. Technol ogy works and the only way we're going
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to save noney is to increase our productivity."

Co-Chair G een understood that sone of this issue would be
addressed in the FY 06 budget.

Senat or Dyson affirnmed.

Represent ati ve Rokeberg urged the Finance Commttee to support such
action, as it would be necessary in order to increase productivity.
"The private sector does it all the tine."

Co-Chair Geen stated that support woul d be sought.
Co-Chair Geen ordered the Bill HELD in Conmittee.
3:00: 56 PM

#sb121
#sb122

SENATE BILL NO. 121

"An Act establishing the State of Al aska Capital Corporation;
authorizing 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."

SENATE BI LL NO. 122

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

This was the first hearing for these bills in the Senate Finance
Commi ttee.

CHERYL FRASCA, Director, Ofice of Managenent and Budget, O fice of
the Governor, infornmed the Committee that these bills contain the
Governor's proposal pertaining to funding provided by the | anwsuit
that the State brought in the 1970s agai nst oil conpani es over the
valuation of the State's royalty oil and gas. The case was
eventually settled in the md 1990's. During the 15-year appea
process, the oil conpanies asked the federal courts to nove the
case outside of Al aska. The argunent was that because all Al askans
are potential jurors, they would be biased because they would
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potentially benefit from the proceeds going into the Permanent
Fund. The federal court asked the Al aska Legislature to attenpt to
resol ve this issue.

Ms. Frasca continued that two separate Legislative pieces, one
under the Governor Steve Cowper Adm nistration and one under the
Governor Walter Hickel Administration, were passed to address the
concern. One prevented the interest earnings fromthe Amerada Hess
settlenment from counting toward the cal cul ati on of the Permanent
Fund Dividend (PFD). That effort served to renove the potentia
bias, and the lawsuit was ultimately settled out of Court.

Ms. Frasca stated that the noney fromthe settlenment was deposited
into the Permanent Fund, and its bal ance, as of the end of FY 2004,
amount ed to approxi mately $424, 000, 000. The proposal contained in
SB 122- AMERADA HESS | NCOVE; CAPI TAL | NCOVE ACCT. woul d establish an
i ncome account and the proposal in SB 121-STATE OF AK CAPI TAL
CORP.; BONDS would establish a corporation through which
$30, 000, 000 i n annual earnings would be | everaged to i ssue bonds to
fund State capital projects. The capital projects that would be
funded by the Capital Corporation bond revenue were included as
such in the capital budget the Murkowski Adm nistration presented
i n Decenber 2004.

Ms. Frasca noted that Deven Mtchell with the Departnent of Revenue
woul d be presenting information pertinent to SB 121, regarding the
Capital Corporation structure.

3:04:48 PM

DEVEN M TCHELL, Debt WManager, Treasury Division, Departnent of
Revenue, expressed that trenmendous work has been conducted in
regards to the structure of the Alaska Capital Corporation;
specifically in consideration that it's structure should not inpact
the State's credit rating. The process would first involve the
establ i shnent of the Al aska Capital |ncone Account, as specified in
SB 122, as a subaccount of the Permanent Fund Earni ngs Reserve
Account (ERA). "The noney doesn't flow to the general fund and
therefore it can be construed as being self-supporting and not
included in the State's net tax supported debt. This is a very
i nportant feature of the proposal."

M. Mtchell stated that, "noney in the Alaska Capital |ncone
Account would then be avail able for annual appropriation for any
legitimate purpose including to the State of Al aska Capital
Cor poration”. The Al aska Capital Corporation would be a new public
corporation created in the Department of Revenue. The Corporation's
Board woul d i nclude the State Bond Commttee supported by existing
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Department of Revenue staff. "The Corporation would be able to
enter into operating leases that would provide for the annua
transfer of noney from the Capital Incone Account to the
Cor poration, subject to annual appropriation.” The bond structure
bei ng proposed is a flexible anortization-type of bond issuance,
often referred to as a "turbo" structure. It would require interest
only paynents for up to a 40-year schedule with a final balloon
paynment at the end. This structure would also allow for "a paying
dowmn of principal in the short years as you had principal
avai lable". It would allow for volatility in the market. The
historical realized return of the Permanent Fund over the past
twenty years has been 8.94 percent; the current realized return
assunption is 7.04 percent. Were a 7.04 percent return realized,
approxi mately $29,800,0000 a year would be generated by the
settlement funds. That "anticipated revenue stream could be
| everaged over 17 years to obtain the $340 nmillion in capita
proj ects being proposed.

M. Mtchell qualified however, that it would be unrealistic to
anticipate "a flat 7.04 percent return a year". Returns have
fluctuated froma |ow of 1.15 percent to "double-digit percents in
ot her years"; thus the need to address the volatility issue. The
proposed turbo structure concept has been deened acceptable by the
State's <credit agencies. It has also been discussed wth
underwiters, and while the various underwiters "have different
i deas on how the actual inplenmentation of the program m ght occur,
there seens to be a consensus that there are neans of dealing with
the revenue stream the volatile revenue stream insuring a high
probability of ability to pay". He noted that "one inportant credit
feature" of this proposal is that the Corporation would have "a
noral obligation on a reserve fund". A "noral obligation is that
there woul d be a reserve requirenent.."

M. Mtchell stated that one conponent of the tax code "is the
maxi mum annual service, and, if there is ever a draw on that
reserve fund, then the Board is <charged wth requesting
repl eni shnment from the Legislature". The State currently has
approximately $1.1 billion in outstanding bonds that have such a
noral obligation associated with them This in effect would
establish "a floor" in regards to the bond issuance. He expl ai ned
how the State's investnment grade credit rating could be affected
wer e bonds sold w thout such a fl oor.

3:11: 05 PM
Ms. Frasca infornmed the Commttee that further infornmati on could be

found in the Ofice of Mnagenent and Budget background paper
titled "Use of the Anerada Hess Settlenent to Fund Capital
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Projects” [copy on file] included in Menbers' packets. The
schematics of the two proposals are |ocated on page seven and
ei ght .

3:11: 30 PM

Senat or Dyson asked whether it would be possible "to issue too many
bonds and overl oad the systent.

M. Mtchell responded that regardless of whether the question
pertained to the State's overall bonding or specifically to this
proposal, the answer would be "yes". To that point, the Departnent
of Revenue "has a strong desire to maintain the State's" AA credit
rating. In order to nmaintain that credit rating "outside anal ysts”
are utilized to review the State's action on a continual basis.
Wiile sonme states' debt managenent departnent might be able to
devel op "a debt capacity based on projected revenues for the next
twenty years", such action would be inpossible in Al aska as the
State's primary source of revenue is extrenely volatile. This is
the reason for requiring large reserves in such funds as the
Constitutional Budget Reserve. Therefore, in response to the
question as to whether there would be a limtation on the State's
ability to leverage, this proposal would be recogni zed as being
sustainable. It could survive a very negative earnings scenario or
cash flow scenario. On a broader scope, it would provide the State
nmoney that would not inpact the State's credit rating.

3:13:40 PM

Co-Chair WI ken voiced being "surprised" that on the 111th day of
the Legislative Session, even though it has been discussed by
Legislators and the Adm nistration, the status of this |egislation
is as it was on the first day of the Session. Wile he has no issue
with utilizing Arerada Hess earnings, he does have a problemwth
"the conplicated system being proposed. He would support using
Anmer ada Hess earnings for the debt retirenent account as it would
provi de approximately $30,000,000 to support this year's
$140, 000, 000 debt to fund schools, harbors, and other needs. That
action would be "perfectly defensible".

Co-Chair WI ken deened the activities associated with the Al aska
Cor poration I ncome Account and the Capital Corporation, as depicted
on the aforenentioned schematics, as being "unnecessary". A sinpler
solution would be to nove the noney fromthe Anerada Hess Fund into
t he Debt Retirenent Fund.

Co-Chair WIlken shared his objection to sone of the projects
proposed to be funded in this manner, because doi ng so woul d anount
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to commtting "15-year noney" to fund three-year projects. Wile he
voi ced support for the array of projects, funding themin this
manner would not be considered "good fiscal managenent”. O her
fundi ng sources are avail abl e.

3:16:16 PM

Co-Chair WIken <continued that he could not support the
establishment of a new bureaucracy through which to fund capita
projects, as it would not be necessary. The Amerada Hess noney
could be deposited into an account that is currently utilized to
fund bonds.

3:16: 57 PM

Ms. Frasca appreciated Co-Chair WIken's coments. She rem nded
that the Admnistration had provided its budget proposal in
Decenber 2004 and that work on it had begun as early as Cctober
2004. The options through which to fund the infrastructure were
uncertain at that time. She recognized that "shifting" the Anerada
Hess funding to the Debt Retirenment Fund was an option; however,
that Fund would be utilized to fund prior years' obligations. The
desire with this legislation was to finance and develop future
infrastructure needs. "W share the sane goals in terns of where we
want to go, and the question is how best to finance it." At the
time the budget was being devel oped, this was considered the best
option as it net the criteria and did not jeopardize the State's
credit rating. It is still considered "a good nmechani sni

3:18:16 PM

Co-Chair Geen stated that the question is how to best bal ance the
funds that are available. There is a "different feel to this year's
budget”™ than in previous years, because, other than Departnent of
Transportation and Public Facilities transportation and federally
funded projects, the anmount of capital budget projects was held to
a mnimm There are nunerous funds out there and efforts shoul d be
exerted to reach a balance in utilizing the funds that are
avai |l abl e.

Co-Chair G een voiced appreciation for the information that has
been provi ded.

Senat or Stednman voiced that he holds a simlar position to that of
Co- Chair W/ ken.

The bills were HELD in Comm tt ee.
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3:20: 00 PM
#sb135
CS FOR SENATE BILL NO. 135(JUD)

"An Act relating to the crimes of assault and custodi al
interference; and providing for an effective date."

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

Senator Dyson, the bill"'s sponsor, stated that he had sponsored the
bill on behalf of the Governor Frank Mirkowski Adm nistration.

Therefore, he would defer to the Departnent of Law to present the
nmerits of the bill.

3:21:42 PM

DEAN GUANELI, Chief Assistant Attorney General, Legal Services
Section-Juneau, Crimnal Division, Departnent of Law, stated that
this bill would address "two child protection matters that were
made necessary by a couple of opinions by the" State's Court of
Appeal s. One case involved a woman who went to work and |eft her
new boyfriend to baby-sit her nine-nonth old infant child. Wen she
returned, she discovered that the infant was bruised around its
head and face. She called the hospital and was told to observe the
child for a few hours. She eventually took the child to the
hospital. A Cat Scan was conducted on the child to determ ne
whet her there mght be internal injuries and a blood test was
adm ni stered. The child recuperated without any lasting injuries.
Based on |aw that existed at the time the boyfriend, who clained
that the child' s actions caused it to fall out of bed, "was
prosecuted for assault”. The Departnent of Law believed a provision
of State |law would allow a person who assaulted child to the point
where nedical attention were required, to be charged with a fel ony
of fense. The State "Court of Appeals took a very narrow view of
what the term treatnment neant and said that nmere tests for
di agnosing what's wong with the child", even if the test is fairly
extensive, would not constitute nedical treatnment. The tests that
were adm nistered were considered as a nedical diagnosis, and
therefore, the individual could only be charged with "a m sdeneanor
instead of a felony assault".

M. Quaneli informed the Commttee that the State of Al aska has a
serious problemw th assaults against snall children including such
things as "shaken baby syndronme". The Departnent believes that
peopl e who react angrily against such things as crying babies
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"really need the kind of felony |evel supervision and probation
that a felony prosecution provides".

M. Guaneli stated that Section 1 of the bill "would change the
provi sion of assault in the third degree"” which is a felony |evel
of assault, "to make it clear that if the level of injury to the
child woul d cause a reasonabl e caregiver to seek nmedical attention
in the formof diagnosis or treatnment that that woul d be sufficient
to establish a felony |level assault”. The goal would be to protect
children as nmuch as possible and to ensure that the people who
infjure a child seriously enough to go to the hospital should be
pl aced "under the appropriate form of supervision”

3:25: 25 PM

M. Quaneli stated that Sec. 2 of the bill would address situations
involving child custody disputes in which a non-custodial parent
with visitation rights mght |leave the State with the child. This
situation in not unconmon, and the custodial parent m ght not hear
fromeither the child or the other parent "for nonths or sonetines
years". The Departnent's position has been "that the parent who
took the child couldn't tell the jury later that" that there action
was to protect the child. However, a recent Court of Appeals ruling
al l owed that argunent. That ruling related to a case in which a
father with visitation rights had repeatedly told the Al aska State
Troopers and the Departnent of Health and Social Services that the
"child wasn't being cared for"; however, no evidence supported that
claim The father eventually "took the child and left the State".
Upon bei ng caught, the father was allowed to explain to the jury
that he had acted to protect his child.

M. Quaneli stated that Sec. 2 would reverse that Court of Appeals’
ruling. Current State Statute specifies that if "sonething is done
out of necessity because it would prevent the greater harm from
occurring”, then it would be "an affirmati ve defense to a crine".
This bill would allow that "affirmative defense of necessity in a
custodi al interference prosecution, but only if you hold the child
for a maxi mum of 24 hours or until you have an opportunity to go to
t he police".

M. Quaneli stated that this approach has been utilized for other
of fenses such as an escape from prison were the escapee to claim
that such action was "to protect yourself from being brutalized".
However, that person "must imediately turn” thenselves into the
pol i ce.

Co-Chair G een asked regarding the reference to "an inconpetent
person” as reflected in Sec. 2(c), page two, line 20; specifically
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whet her that |anguage neant that that person nust be "under the
cust ody of another, even if they weren't a m nor"

(c) The affirmative defense of necessity under AS 11.81.320
does not apply to a prosecution for custodial interference
under (a) of this section if the protracted period for which
the person held the child or inconpetent person exceed the
shorter of the follow ng:

3:28: 58 PM

M. Guaneli affirmed that to be correct. The underlying crinme of
custodial interference would involve "soneone who takes either a
child or an inconpetent person, soneone who is in custody of
sonmebody el se".

Co-Chair W/ ken asked the significance of specifying that Section 1
must apply to harmng a child ten years of age or younger

M. QGuaneli responded that that age reference is in existing | aw.
The Statute was originally developed in response to assaults to
children under the age of ten. "They were the least likely to be
able to either defend thenselves or run and get help."

Co-Chair Green noted that the |anguage being referenced, Sec. 1(Q)),
page one, beginning on line 11, would also indicate that the person
conducting the assault be age 18 or older. To that point, she asked
whet her State Statute exists that woul d address assaul ts conduct ed
by those younger than 18 years ol d.

M. Guaneli expressed that this |anguage "was designed to apply to
adults and not take into account children who nmay interact with
other children". The goal was to draw a line "to avoid having
juvenil e delinquency proceedings if sonmeone under 18 is causing
injury to a child".

Co-Chair Green asked whether other State Statutes m ght address the
i ssue of a person under the age of 18 assaulting children.

M. Guaneli clarified that standard m sdenmeanor assault provisions
woul d apply to a person under 18 years of age who conmts such an
assault. The language in this bill would specify that a person age
18 or older would be subject to a felony. A person under the age of
18 woul d "be subject to the jurisdiction of the Children's Court".

Co-Chair WIlken noved to report the bill from Commttee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal notes.
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There being no objection, CS SB 135(JUD) was REPORTED from
Commttee with zero fiscal note #1, dated April 4, 2005 fromthe
Department of Adm nistration; zero fiscal note #2, dated April 1
2005 fromthe Alaska Court System and zero fiscal note #2, dated
April 5, 2005 fromthe Departnent of Law.

#hb75

SENATE CS FOR CS FOR HOUSE BILL NO 75(RES)

"An Act relating to the powers and duties of the comm ssioner
of fish and gane, Board of Fisheries, and Board of Gane in
pronoting and preserving fishing, hunting, and trapping in the
state; and repealing the power and duty of the comm ssioner of
fish and gane to assist the United States Fish and Wldlife
Service in the enforcenent of federal |aws regarding fish and
gane. "

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

KEATH HI LLI ARD, Staff to Representative Mke Kelly, the bill's
sponsor, stated that SCS CS HB 75(RES) was an inproved version of

the original bill. The bill was introduced to preserve and pronote
"the cultural heritage of hunting, fishing, and trapping"” in the
State. Such a bill wuld be consistent wth the State's

Constitution dealing with "the commobn use and sustained yield
elements in regards to our natural resources". The major change
that occurred in the Senate Resources commttee substitute, Version
24-LS0359\L was the renoval of "the current Statutory obligation
t hat the comm ssioner of Fish and Gane work with the federal Fish
and Wldlife Departnment to enforce all federal regulations".

Co- Chair Green understood that Version "L" included a title change.

M Hilliard affirmed and noted that the title change resol ution has
not yet been devel oped.

Co-Chair Geen ordered the bill HELD in order to allow the Senate
Concurrent Resolution for the title change to be devel oped.

3:35:14 PM
#hb35
SENATE CS FOR HOUSE BI LL NO. 35(L&0O)

"An Act extending the termination date of the State Board of
Regi stration for Architects, Engineers, and Land Surveyors;
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extending the termof a tenmporary nenber of the State Board of
Regi stration for Architects, Engineers, and Land Surveyors;
and providing for an effective date.”

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

REPRESENTATI VE VIC KOHRING, the bill's sponsor, stated that this
"sinple bill" would extend the State Board of Registration for
Architects, Engineers, and Land Surveyors for four years. The ten-
menber Board, whose nenbers are appointed by the Governor, 1is
charged wi th adopting regul ati ons and providing oversight for the
i ssuance of Ilicenses to the aforenentioned professionals. The
Legislative Audit Division recently conducted an audit [copy nhot
provided] and recommended that the Board be continued as it
"successfully carries out its mssion" and operates in the public
i nterest.

Representati ve Kohring noted that the Senate Labor & Commerce (L&C)
commttee substitute contains a change that woul d best be expl ai ned
by the organi zation that |obbied for it. In conclusion, he asked
for the Conmttee's support of the bill.

Co-Chair Geen identified SCS CS HB 35(L&C), Version 24-LS0273\Y as
bei ng before the Commttee.

SAM KITO JR, Chair, Legislative Liaison Commttee, Al aska
Prof essi onal Design Council, spoke in support of the bill. The
Senate L&C conmittee substitute "added the tenporary extension of a
Landscape Architect position" on the Board. However, the bill
drafter inadvertently omtted a paragraph that provided transition
| anguage in this regard. The desire would be that this Commttee
address that inadvertent |anguage om ssion.

Co-Chair G een asked whether the addition of the Landscape
Architect position to the Board would increase the Board to el even
nmenbers.

M. Kito explained that action in the House of Representative's
Fi nance Comm ttee had changed the tenporary Landscape Architect to
a permanent position. Concerns that that action mght be
"premature” were expressed by other House nenbers as well as by the
Al aska Professional Design Council. The bill adopted by the House
Fi nance Commttee, CS HB35 (FIN) would have increased the Board to
el even nenbers. The Senate L&C commttee substitute would specify a
ten nenber Board "plus the one non-voting Landscape Architect
posi tion".
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Co-Chair Green stated that the Senate L& bill, Version "Y', before
the Commttee did not specify the nake-up of the ten-nmenber Board.

Co-Chair Wl ken noved to adopt the Version "Y' commttee substitute
(L&C) as the working docunent.

PAT DAVI DSON, Legislative Auditor, Legislative Audit Division,
Legi sl ative Agencies & Ofices, affirmed that the Audit recommended
a four-year extension of the Board, as the Board operated in the
public's interest and the |icense fees were "sufficient to maintain
the operations of the Board". In addition, the audit recomended
that the Board consider "the use of sub-specialties or sub-
disciplines in the engineering field". Such action is occurring in
ot her states, and thought was that a study should be conducted in
this regard to determ ne what costs and benefits such action m ght
provi de.

Co-Chair Green asked for further information about the study.

Ms. Davidson stated that the study would examne the use of
specialties in engineering fields or sub-disciplines. Currently
licenses are provided to the core areas of Civil, Engineering,
Chem cal, Electrical, and Mechanical Engineering as well as M ning
and Petrol eum Engi neering. Continuing, however, she noted that
there is a list of approximately 13 actual specialties and sub-
disciplines. It is unknown whether the activities associated with
those areas would warrant their being |licensed. That determ nation
woul d be the purpose of the study.

[ NOTE: No formal action regarding the notion to adopt the Senate
L& Comm ttee Version "Y' commttee substitute occurred.]

Co-Chair Geen ordered the bill HELD in Commttee.
3:40: 56 PM
#hb132

SENATE CS FOR CS FOR HOUSE BILL NO 132(JUD)

"An Act relating to certain crinmes commtted against the
el derly; and providing for an effective date."

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

BEN MULLI GAN, Staff to Representative Bill Stoltze, noted that this
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bill would increase the penalty for crines against the elderly for
as the population of older citizens in the nation and in Alaska is
increasing so are the crinmes that target that denographic group
The purpose of the legislation wuld be to act as a deterrent
agai nst such cri nes.

Arendnent #1: This anendment inserts a new subsection into Section
1 of the bill as foll ows.

(c) In addition to any other penalty inposed by |aw, a person
sentenced to an increased sentence under (a) of this section
for a crinme specified in (b)(9 of this section nust
i mredi ately surrender any business |icense issued by the State
of Alaska and nmay not obtain, possess, or hold a business
license in the state for tw years from the date of
sent enci ng.

Senat or Dyson noved to adopt Amendnent #1. He noted that this
anmendnent is being sponsored on behalf of Senator Bunde who had
introduced a conpanion bill to this legislation. He al so noted that
Representative Stoltze was agreeable to the anmendnent's | anguage.

M. Milligan stated that this anendnment would provide a tool
t hrough which a person, such as a handyman, who defrauds a senior
citizen, would loose the right to hold a State issued business
license. Currently no such tool exists.

Co-Chair Geen asked how the age of 65 was determned to be the
appropriate age for the persons to whom such crines mght be
comitted.

RANDY RUARO, Assistant Attorney Ceneral, Legislation & Regul ations
Sections, Departnment of Law, noted that a review of simlar
legislation in other states indicated that the age of 65 was the
nost commonly age specified. The age of 65 was an arbitrary
deci si on.

3:44:51 PM

Co-Chair Green viewed the age of 65 as being very "arbitrary", as
people in their forties could be devastated by such an "attack”

M. Ruaro stressed that as the nunber of seniors has increased, it
has becone apparent that they are being "specifically targeted by
con artists".

M. Milligan noted that 65-years of age is the approxi mate age at
which the majority of people retire and enter into a fixed incone
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lifestyle. Crinmes commtted agai nst people on fixed inconmes could
be "nore significant” than a crime commtted agai nst soneone in a
di fferent phase of life.

In response to a question from Senator O son, Co-Chair Geen
clarified that the discussion has norphed from an expl anati on of
the anendnment to the age specification. She enphasized her
di sconfort with age related |l egislation, as people the age of 65
shoul d not be | abel ed as being nore vul nerabl e.

Senat or Dyson opined that the age of 65 could be viewed as a point
at whi ch people "deserve nuch nore respect”; this bill would just
affirmthat people that age should not be "nessed" wth.

Senator (O son spoke to the anmendnent in that the imed ate
surrender of a business |icense would affect nore than just the
busi ness owner, it would affect enployees who depend on that
busi ness.

Senator Dyson responded that it would be unfortunate to work for
such "jerks". The intent of the anendnent would be to renove the
business license related to the crine.

M. Milligan affirmed that the intent would be the elimnation of
t he business license used to defraud the person.

Co-Chair Green asked for clarification as to whether this anendnent
could affect a business license that was totally unrelated to the
crinme.

M. Ruaro suggested that the amendnent | anguage be revised to tie
t he business license renoval to that associated with the crine. The
| anguage is "a bit broad".

Co-Chair Green objected to the anmendnent.

Senat or Dyson noved to w t hdraw Amendnent #1.

Wt hout objection, Arendnent #1 was W THDRAWWN

3:50: 35 PM

MARI E DARLI N, Representative, AARP, spoke in support of the bill.
She noted that while violent crine receives the nost nedia
attention, fraud and identity theft crinmes are increasingly
targeting the elderly, particularly individuals 65 years of age or

ol der. The | oss of any anmount of noney could be nore devastating to
aretired victimliving on a low or fixed incone. AARP research has
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found that people over the age of 50 are increasingly staying hone
at night due to fear of becomng a crine victim She noted that
AARP woul d not object were the age specified in the bill changed.
This bill would assist in deterring those who prey on the ol dest
victinms, regardless of whether it was violent crinme, property
crime, fraud, or identity thief. Reducing crinmes against older
persons woul d assist in restoring their freedom and hel p prevent
them from essentially becomng "prisoners” in their own hone.

Co-Chair Green asked whether Ms. Darlin would anticipate this
| egislation to be a deterrent to such crine.

Ms. Darlin declared, "yes", the increased penalties would be a
deterrent. AARP woul d be conducting semnars on identity theft and
other scanms. It could take years for a person to recover from
identity thief. The sem nars woul d be open to people of all ages.

Co-Chair Geen stated that the bill would be HELD in Conmttee to
all ow the amendnent's | anguage to be reworked.

#hb230

HOUSE BI LL NO. 230
"An Act authorizing the making of I|oans for upgrade of
commercial fishing tender vessels and gear."

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

| AN FI SK, Staff to Representative Bill Thomas, the bill"'s sponsor,
informed the Committee that this bill would address "comercia
fishing tenders and their ability to access the Commercial Fishing
Revol ving Loan fund". Tenders could be likened to truckers, as
their job is to receive fish from the harvesters on the fishing
grounds and transport themto the processing plants on shore. "The
Revol ving Loan Fund is a nmechanismthat the State used to pronote
the State ownership of fishing permts and vessels." The probl em
with the Revolving Loan Fund is that tenders "are not considered
fi sherman” and as such are not eligible for loans fromthe fund.

Co- Chair Green asked whether a tender was a person or a vessel.

M. Fisk responded that a tender is a vessel that is operated by a
t ender man.

M. Fisk continued that the bill would allow tenders to be eligible
for the Comrercial Fishing Revolving Loan fund, specifically the
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Product Quality Inprovenent Loan conponent of the Fund. The purpose
of that conponent is to provide funds to fisherman to add equi pnent
to their vessels that would assist in maintaining "the quality of
the fish after it is harvested". Provided tenders the ability to
acquire loans in this regard would further the State's endeavor to
maintain the quality and value of its fish and further State
residents ownership abilities.

Co- Chair Geen asked the history of the bill.

M. Fisk comunicated that the Al aska I|ndependent Tenderman's
Associ ation brought this issue to Representative Thonmas' attention.
He noted that this is conpanion legislation to SB 145- LOANS FOR
COWMERCI AL FI SHI NG TENDERS, whi ch was sponsored by Senator Stedman

3:57:28 PM

Co-Chair WIken asked the reason for furthering this endeavor
through the State's Commercial Fishing Revolving Loan Fund when
options are avail able through the privately owned Al aska Comrer ci al
Fi shing and Agricul ture Bank (CFAB).

M. Fisk expressed that the issue of whether "CFAB was truly an
i ndependent private entity" would be debatable. The Division of
| nvestnents, which is the State division that manages the
Commer ci al Fi shing Revol ving Loan Fund, could provide better terns
to the industry. "They are an excellent organization to work with."
Due to the inherent risk involved, it is "often difficult" for
people in the fishing industry to find private financing. "That is
the reason that the Revolving |loan fund was created to begin with."
This bill would "correct an inconsistency in that prograni.

Co-Chair WI ken asked whether "the credit worthiness requirenents”
were the sanme for both the State and CFAB.

M. Fisk responded that the D vision of investnments would best
answer that question. Continuing, however, he shared that "the
Revol vi ng Loan Fund has been very successful” and has not utilized
general funds since its inception in 1985. It has nore than
conpensated the initial capitalization and it essentially "operates
i ndependent|y". The Fund provides the entirety of the Division's
operating expenses, and "is an excellent exanple of a programt hat
pronot es Al askan ownership ...in an i ndependent manner, in that it
does not require Legislative assistance to operate each year. The
Fund has al so supported other prograns.

3:59:40 PM

SFC- 05 (50) 05/ 01/ 05



Co-Chair WI ken understood the answer to be that the State provides
better terns. The question remains as to whether its credit
worthiness terns differ fromthose offered el sewhere.

M. Fisk responded that the D vision of Investnents conducts a
thorough scrutiny of the applicants. "Credit worthiness is
definitely" a factor. "The fact that the programis as successful
as it is wuuld testify to the Division's ability to scrutinize
applications and to determne credit worthiness."”

Co-Chair W1 ken voiced being okay with that; however, he continued
to voi ce concern about the State conpeting with CFAB for business.

4:01:18 PM

M. Fisk responded that the Comercial Fishing Revolving Loan Fund
was established after the Limted Entry Act with the intent of
ensuring that Al askans had access to the fisheries. CFAB was
created following that. He had no know edge regardi ng the inception
of CFAB. Nonetheless, both entities "are quasi private". The
Division of Investnents is the nore "popular” of the two prograns,
within the industry.

Co-Chair Geen ordered the bill HELD in Conmttee in order to
further address Co-Chair WI ken's questions.

#

ADJ QURNVENT

Co- Chair Green adjourned the neeting at 04:02 PM
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