M NUTES
SENATE FI NANCE COW TTEE
May 5, 2005
4:55 p.m

CALL TO ORDER

Co- Chair Green convened the neeting at approximately 4:55:06 PM

PRESENT

Senator Lyda Green, Co-Chair
Co- Chair WI ken, Co-Chair
Senat or Fred Dyson

Senator Bert Stedman

Senat or Donny O son

Senat or Lyman Hof f man

Al so Attending: SHALON SZYMANSKI, Staff to Representative Lesil
McGuire; GLENN PETERSON, District Manager - Anchorage District,
Carrs/ Safeway G ocery Store; JASON MILTON, Loss Prevention
Director, Seattle Division, Carrs/Safeway; DEAN GUANELI, Chi ef
Assi stant Attorney General, Legal Services Section, Crimnal
Division, Ofice of the Attorney General, Departnment of Law, JANE
PEARSON, Staff to Representative Jay Ranras; HEATHER NOBREGA, Staff
to Norm Rokeberg, PEGGY ANN MCCONNCCHI E, Representative, Al aska
Associ ation of Realtors; HEATH HI LLI ARD, Staff to Representative
M ke Kelly; DR RICHARD MANDSANGER, Director, Division of Public
Heal th, Departnent of Health and Social Services; JOSH APPLEBEE,
Staff to Representative Tom Anderson; PAT DAVI DSON, Legislative
Auditor, Division of Legislative Audit, Legislative Affairs Agency;
M KE BURNS, Chief Executive Oficer, Al aska Permanent Fund
Cor poration, Departnent of Revenue; G NGER BLAI SDELL, Staff to Co-
Chair Geen; CHERYL FRASCA, Director, Ofice of Managenent and
Budget, O fice of the Governor; JOHN MACKI NNON, Deputy Conm ssioner
of H ghways and Public Facilities, Department of Transportation and
Publ i c Facilities; DAN  SPENCER, Director, Di vi si on of
Adm nistrative Services, Departnent of Public Safety; JAMES
ARMSTRONG, Staff to Co-Chair WIken; NANCY SLAGE, Director,
Division of Administrative Services, Departnent of Transportation
and Public Facilities; GJY BELL, Assistant Conmm ssioner, Departnent
of Labor and Workforce Devel opnment; ART CHANCE, Director, Labor
Rel ati ons, Departnent of Adm nistration;

Attending via Teleconference: From an Ofnet Site: JIM TOAE,
Executive Director, Al aska Dental Society
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SUMVARY | NFORMATI ON

HB 61- GAM NG CALCUTTA POCLS & CRANE CLASSI CS

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

HB 149- CONTROLLED SUBSTANCES

The conmttee heard fromthe bill's sponsor, the Departnment of Law,
and retail industry representatives. The bill was held in
Comm ttee.

HB 169- REAL ESTATE LI CENSEES

The Commttee heard fromthe bill's sponsor and a representative of
the real estate industry. The bill reported from Comm ttee.

HB 211- DENTI STS; HYA ENI STS; BD OF DENTAL EXAM

The Committee heard from the bill's sponsor and took public
testinmony. The bill reported from Commttee.

HB 225- MEDI CAL EXAM NERS & AUTOPSI ES

The Conmmittee heard fromthe bill's sponsor and the Departnent of
Heal th and Soci al Services. The bill reported from Commttee.

HB 123- OCCUPATI ONAL BDS: EXTENSI ON/ RECEI PTS/ PSYCH

The Commttee heard fromthe bill's sponsor and the D vision of
Legislative Audit. The bill reported from Conmtt ee.

HB 215- PERM FUND CORP. | NVESTMENTS/ REGULATI ONS

The Commttee heard fromthe Al aska Per manent Fund Corporation and
reported the bill from Conmittee.

SB 46- APPROP: CAPI TAL BUDGET

The Commttee heard from Conmttee Staff, the Ofice of Managenent
and Budget, the Departnent of Transportation and Public Facilities,
the Departnent of Public Safety, the Departnent of Labor and
Wor kf orce Devel opnent, and the Departnent of Adm nistration. The
Conmittee considered anmendments to the bill. The bill was held in
Conmittee.
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SB 108- | NSURANCE

This bill was schedul ed but not heard.

HB 257- STATE PROCUREMENT ELECTRONI C TOOLS
This bill was schedul ed but not heard.

HB 275- TRANSPORTATI ON PRQJECT BONDS

This bill was schedul ed but not heard.
#hb61

SENATE CS FOR CS FOR HOUSE BILL NO. 61(L&C)
"An Act relating to Calcutta pools and crane classics as
aut hori zed forns of charitable gamng."

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

4:55:40 PM

Senat or Dyson spoke to the concern he had raised during the first
hearing on this bill regarding whether a for-profit entity m ght
make a business out of helping charities with a Calcutta endeavor.
Wil e the answer had been that the inclusion of the term"operator”
woul d deter such activity, he has |learned that the term "operator”
is sinply defined as an entity that is |licensed and bonded. Thus,
“"there is nothing that would keep enterprising individuals" from
assisting in organizing a sporting event "and naking a deal wth
sonme charity to conduct a Calcutta pool. Wile this activity woul d
raise noney for the charity, for-profit entities could also use
this tactic as "an opportunity” to make noney. This has been
experienced in other states; a Calcutta pool was bid up and behind
the scene deals were nade in regards to which teamwould win. Wile
he hoped that such a scenario would not occur in Al aska, he warned
that it could occur in relationship to najor sporting events.

Senat or Stedman asked whether the intent was to nove the bill from
Conmittee.

Co-Chair Green affirned.
Senator Stedman voiced being "unconfortable wth enlarging the

ganbl i ng opportunities in the state in general”. Wile he woul d not
contest noving the bill from Conmttee, it was unlikely that he
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woul d support it passing fromthe Senate.
4:58:38 PM

Co-Chair Green understood "the reality” to be that Cal cutta ganes
are occurring in the State. Wile that does not nake that
occurrence okay, this legislation would allow places such as the
Pal mer Golf Course to increase their business and rai se noney for
charitabl e organi zati ons.

Co-Chair Green asked whether the bill contains a nechani smthrough
which to account for the noney that would be raised during the
auction associated with the event.

SHALON SZYMANSKI, Staff to Representative Lesil MQiire, the bill's
sponsor, responded that Sec. 2 page two lines two through ten
specifies that the event organizer nust file a report with the
Departnent of Revenue upon the conclusion of the event. The
Depart ment of Revenue woul d devel op the report form which would
require an accounting of the noney raised as well as the noney
provided to the charity.

5:00: 26 PM

Co-Chair Geen read the requirenents listed in Sec. 2. She asked
for clarification as to timefrane in which the report nust be
recei ved by the Departnent of Revenue.

5:00:32 PM

Ms. Szymanski clarified that the report nust be filed after the
event.

5:00: 57 PM
Co-Chair Green asked for an exanple of what information would neet

the "anount and nature of each expense" requirenment as specified in
Sec. 2 page two, line eight.

Ms. Szymanski replied that expenses for such things as banners
advertising the event nust be reported.

Co-Chair Green asked for further information about the auction that
woul d occur the night before the sporting event; specifically what
al | owabl e expenses the operator or the host of the event could
conduct .

Ms. Szymanski stated that the auction would usually be held in a
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banquet setting the night before the sporting event. The teans
participating in the event woul d be auctioned off, and people would
bid on the teamthey believed would win the tournanment. After the
conclusion of the sporting event, the high bidder on the w nning
team would receive up to 50-percent of the noney raised. The
organi zation holding the event could specify the percent of the
revenue that would be contributed to the charity; it could range
bet ween a m ni nrum of 50-percent and 100-percent of the revenue.

Co- Chair Green asked whet her the amount specified for the charity
woul d be 50-percent of the net or gross revenue.

Ms. Szymanski understood that it woul d be 50-percent of the noney
rai sed during the auction.

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, SCS CS HB 61 (L&) was REPORTED from
Conmittee with previous indetermnate fiscal note #2 dated Apri
14, 2005 fromthe Departnent of Revenue.

5:04: 07 PM
#hb149

SENATE CS FOR CS FOR HOUSE BI LL NO. 149(JUD)

"An Act relating to controlled substances regarding the crines
of manslaughter and msconduct involving a controlled
substance; relating to the manufacture of nethanphetam ne and
to the sale, possession, and delivery of certain substances
and precursors used in the manufacture of methanphetam ne;
relating to listing certain anabolic steroids as controlled
substances; relating to the listing of property that
constitutes an illegal drug manufacturing site; anmending Rul e
41, Al aska Rules of Crimnal Procedure; and providing for an
effective date.”

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

Co- Chair Geen asked whether the bill's sponsor or any Conmittee
Menber desired to conment on the bill pursuant to the begi nning of
public testinony. The response was in the negative. She noted that
she had been unable to be in attendance during the previous day's
hearing on the bill.
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5:04:35 PM

Co-Chair WIlken noted that the primary focus of the previous day's

di scussion pertained to the |ogbook issue. "The retailer's
standpoint” of that issue would be provided today. This would be
hel pful in "filling in sonme of the bl anks".

5:05:39 PM

GLENN  PETERSOQON, District Manager - Anchorage District,

Carrs/ Safeway G ocery Store, introduced hinself.

JASON MOLTON, Loss Prevention Director, Seattle Division,
Carrs/ Saf eway, applauded the State's efforts to address the "very
difficult problem of nethanphetamne addiction in the State. Prior
to being Carrs/ Saf eway's Loss Prevention Director for the states of
Washi ngton, Oregon, |daho, and Al aska, he had spent 30 years as a
Speci al Agent with the Federal Bureau of Investigation (FBl). He is
"accurately aware" of the growing "problens faced by retailers as
the result of nmethanphetamine (neth) addiction". He is "very
attuned" to the issue at hand due to his experience at
Carrs/ Safeway and his appointnment to the Wshington State
Governor's Council on Substance Abuse and his nenbership on a
vari ety of Washington countries' Methanphetam ne Task Forces.

5:07:46 PM

M. Mlton voiced strong support for the increased penalties
associated with neth abuse proposed in the bill; particularly for
those who show "reckless disregard for young children" by
subjecting themto neth use in their hone or residence.

M. Mlton infornmed the Conmittee that tw vyears prior,
Carrs/ Saf eway took responsibility, as "a good corporate citizen"
by renoving, wi t hout regul atory directive, "high theft

pseudoephedri ne products”, such as Sudafed, fromits store shel ves.
Enpty packages were placed instead on the over-the-counter nedicine
ai sle. A person desiring to purchase that product woul d take that
package up to the custoner service counter where a store enpl oyee
woul d provide the product to them A three-box purchase Iimt was
al so i npl enent ed.

M. Mlton shared that this could also be characterized as an act
of self-defense as many of these products were targets of
shoplifters. This action has assisted the store in curbing its
| osses, and the belief is that the action has also assisted in
reduci ng the precursor of nethanphetam ne availability.
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M. Mlton noted that Carrs/ Safeway is also the | argest corporate
sponsor of Meth Watch in Washington and Montana, and posters
pronoting Meth Watch are displayed in all four states in which the
store operates. The belief is that the corporation's actions in
regard to both Meth Watch and the renoval of the products from
store shel ves have hel ped to reduce the nmeth problemin the state
of Washington. At one tinme Washington had "the dubious honor of
having the nost neth labs in the country” with a reported high of
1,886 | abs. That nunmber was reduced to 1,339 in the year 2004 and
261 nmeth | abs have been reported to date in 2005.

M. Molton disclosed however, that the cost of neth in Washington
has remai ned constant or is slightly lower than it was a few years
ago. Therefore, it nust be assunmed that the net affect of the
action has not changed the overall situation since price "is based
on the supply and demand theory of econom cs".

M. Mlton directed Menbers to view the questdiagnostic.com
website, which depicts that "there has been an extrene increase"
each year "in the nunber of nethanphetam ne users who are being

tested in the workplace". "The probl emcontinues unabated." Anot her
i ndi cator of the growing use of neth in the state of Wshi ngton and
possibly the State of Al aska "too, were the figures checked", is

t he increasing nunber of people who are receiving treatnent through
the federal or State aid such as Medicaid. People as young as
fourteen have been treated for meth addiction. The npbst recent
statistics available for the state of Washington indicate that in
t he year 2003, 12,000 individuals were treated for Meth addiction.

5:12: 09 PM

M. Mlton warned that Meth addiction, unlike cocaine or heroin
addi ction, could not be successfully treated in a 30-day treatnent
program Meth addiction treatnent is a difficult and |ong-term
process. "It is like a barbed hook hooked into the nouth of the
person; they sinply can't get over it."

M. Ml ton shared that another indicator of nmeth usage is drug test
submi ssions. Tracking of Wshington |aw enforcenent drug test
submi ssions indicate that approximtely 46-percent test positive
for meth. Cocaine is second at 26 percent. Al the other drugs are
inthe single digits. Meth is "clearly the drug of choice ...its the
drug nost frequently encountered by |aw enforcenent” in Washi ngton.
He anticipated that simlar statistics would apply to Al aska.

5:13: 31 PM

M. Mlton informed the Conmttee that Carrs/ Saf eway has prepared
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comments in regards to HB 149. The State of Washington Governor's
Council on Substance Abuse identified three key elenments to be
addressed in the effort against neth abuse: prevention; treatnent;
and | aw enforcenent and justice. "It is a three-|egged stool." HB
149 is an "excellent bill" in regards to the |aw enforcenent and
justice component; however, absent the prevention and treatnent
conmponents the State would encounter difficulties. Alot of people
woul d be incarcerated, but there would be "no ability to fund
treatment and no ability to preclude them from getting into the
probl em due to a | ack of prevention funding.

M. Mlton noted that a copy of the State of Washi ngton Governor's
Counci| on Substance Abuse reconmendati ons [copy not provided] had
been provided to Co-Chair WIken. The report m ght provide gui dance
to the State of Al aska.

5:14:55 PM

M. Ml ton nade specific suggestions to language in the bill. One
suggestion would be that the | anguage in Sec. 3(d)(3) on page four,
beginning on line nine that would allow certain entities such as
| odges to possess nore than nine gram of pseudoephedrine, be
anmended to include such things as "boat orders". Carrs/ Safeway and
other retailers routinely handle orders from boats in fishing
fleets that exceed the allowable 24-gramlimt.

5:16: 08 PM

Co- Chair Green asked whether Carrs/ Saf eway ships to Rural areas as
wel | .

M. Peterson affirned.

Co- Chair G een asked whether orders shipped to Rural areas m ght
al so exceed the [imt restriction.

M. Peterson confirnmed that such orders often exceed the limt.

Co-Chair Green understood therefore that the Rural order scenario
could be likened to the boat order situation.

5:16:40 PM

M. Peterson agreed. He noted that often tinmes, boat orders are
received fromvessels that spend nonths at sea.

M. Mlton pointed out that an area that mght not have been
di scussed is relation to this bill is the consideration of the fact
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that the three crinmes of nethanphetam ne production and use,
identity thief, and nail thief "are inseparability connected". He
infornmed that the majority of the time "that a search warrant is
executed at the Meth production facility”, such things as false
identification and counterfeit checks or information to support
such crinmes are discovered.

5:17:36 PM

To that point, M. Mlton explained that the current record keeping
system used by nost major retailers is referred to as the point of
sale system It utilizes a scanner to scan each itemin the sale,
and, at the end of the transaction, noney in the form of cash, a
credit card, a debit card, a gift card, an EBT card, or a check is
tendered as paynent. The entirety of the transaction data is stored
in a conputer and is available for retrieval in the retailer's
dat abase for a period of ninety days. However, with extra effort,
information could be retrieved for as long as five years. Stores
also wutilize digital closed circuit television and canera
surveillance to record the entrance/exit, aisle, and checkout
counter activity inits stores. It is possible that the store could
access a record of the person entering the store, choosing itens
of f the shelf, purchasing the itens, and exiting the store.

5:19:33 PM

M. Mlton opined that the |ogbook process being proposed is
unnecessary; "it is redundant", and would be an expense to
retailers. No "useful purpose beyond" the information that 1is
already maintained by stores "in the normal course of business”
woul d be provided. Stores currently conply with subpoenas and
search warrants on a regular basis, and "voluntarily provide cl osed
circuit television evidence routinely to |law enforcenent upon
request”. In addition, such things as vehicle |license plate nunbers
of people suspected of buying "precursors for the use of
nmet hanphet am ne" are also provided to |aw enforcenent officers
through the Carrs/Safeway's Meth Watch Program These activities
woul d conti nue.

M. Mlton stated that another objection to the log is in regard to
the information that would be required. It is anticipated that in
order for the log to be helpful, its informati on nust "be sortible
in sone fashion". As learned from his FBI experience, sortible
fields of information should include the purchaser's |ast nane,
first name, mddle initial, date, type and quantity of the item
t he amount of the transaction as well as the enpl oyee conducting
the transaction. This activity would extend the anmount of tine
required to conplete the transacti on beyond the typical transaction
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time of less than 30 seconds. In addition, each city in Alaska
could inpose its own requirenments. Further conpoundi ng the burden
that woul d be placed on a store is the fact that each state could
establish differing requirenents. The state of Cklahonma requires
that the | ogbook information be transmtted electronically. This
would require additional hardware and database prograns.
Adm ni stration of the program across the State of Al aska and from
state-to-state could be tedious to conply wth.

5:22:30 PM

M. Mol ton observed that when such rules are enacted, sonmeone nust
be responsible for verifying such things as whether retailers are
mai ntaining the logs properly or are not selling nore than the
allowed quantities. He asked whether consideration has been
provided to the inposition of penalties for non-conpliance.

\V/ g Molton stated that Carrs/ Safeway has "conservatively
cal cul ated" that the cost of inplenenting the | ogbook systemin its
25 stores would incur $250,000 in | abor costs. Gther costs would be
associated with training efforts. Additional costs would be
incurred were electronic data transm ssion required.

M. Mlton reiterated the support for the proposed "stiffening of
the sentences"” associated with this issue.

5:24: 09 PM

M. Mlton concluded his remarks by stating that the store would
like to work further with Representative Ranras and Senator Guess
in regards to the | ogbook issue.

5:24:23 PM

Co-Chair Geen voiced appreciation for the "enlightening"
testi nony.

Co-Chair Green asked the percentage of the State's popul ation that
m ght be served by major retailers with simlar scanning systens to
that utilized by Carrs/ Saf eway.

5:25:06 PM

M. Peterson expressed that it is likely that all major retailers
inthe State's netropolitan areas utilize such systens. The systens
are available inits stores in comunities such as Dutch Harbor and
None. It is questionable whether small village retailers utilize
such systens.
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Co-Chair Geen clarified that the gist of her question was to
determine how nuch redundancy mght be incurred by the
i mpl emrent ati on of the | ogbook. Sonme Menbers are concerned about the
| ogbook section of the bill. "W want to be sure we get this onits
way, but have it in a condition that is acceptable for all of us.
We certainly want to work with the sponsor as well."

Senator O son asked whether other alternatives to the | og have been
considered in the desire to track purchases.

M. Mlton shared that prograns such as the Meth Watch program are
being utilized in the State of Washington. Wen an individual is
observed repeatedly visiting the store and purchasing neth |ab
mat eri al s such as pseudoephedrine, batteries, acetone, and coffee
filters, it is an alert that a nmeth lab m ght be functioning. In
that case, law enforcenent personnel would be notified and
i nformati on such as license plate nunbers and names and pi ctures of
the individuals would be provided. Wre a subpoena or a search
warrant delivered, the store would provide the information
contained in the store's files relating to the transaction. This
"is a very viable alternative to the | og"

Co-Chair WIken thanked the gentlemen for their testinony.
Conti nui ng he asked, wth the exception of the "boat orders" and
the log issue, whether other sections of bill were acceptable.

M. Mlton stated that other sections of the bill were acceptable.
The penalty "enhancenents", specifically the ones relating to the
endanger nent of those under the age of 18, "are comrendabl e".

Senator Stedman shared that sonme pharmacies in his district have
al so voi ced concern about the log, specifically in regards to how
it would be maintained and the tinme that would be involved in that
process. Wil e pharmacists are supportive of the direction of the
| egislation, there is concern about its affect on "small nom and
pop" stores that mght not have a sophisticated point of sale
syst em

5:28:54 PM

Co-Chair Green again thanked the Carrs/ Saf eway representatives for
their insight on the matter. Continuing, she invited the Depart nent
of Law and the bill's sponsor to join the discussion in order to
devel op a conpromise in regard to the log section of the bill. She
reiterated that several Menbers have voiced concern about that
i ssue.
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Co- Chair Green, voicing an understanding of the intent of the |og
requi renent, asked whether nethods such as the aforenentioned
Carrs/ Safeway Meth Watch program have been considered as
alternatives to that requirenent.

5:30:12 PM

DEAN GUANELI, Chief Assistant Attorney General, Legal Services
Section, Crimnal Division, Ofice of the Attorney Ceneral,
Departnment of Law stated that the bill would only require that the
purchase of the specified products nust be |ogged. Wiile other
states, including the state of Washington, require the |ogging of
ot her "suspicious transactions”, such burden would not be inposed
on retailers by this bill. Carrs/ Saf eway operates stores in other
states whose requirenents are nore | abor intensive than those being
proposed in HB 149. It should be noted that the restrictions
i nposed by other states "have been effective". This legislationis
viewed as "a reasonabl e accommodati on".

5:31:49 PM

Co-Chair Geen understood that Mexico is one of the greatest
sources of the finished neth product. Wile the inport of the
product, which is contributing to its usage, is not being addressed
in bill, such inportation mght be the reason that neth use in
other states is not being reduced even though such efforts have
been made.

M. Guaneli noted that Interstate 5 (1-5), which transits from
Mexi co through the states of Washington, Oregon and California, is
difficult for |law enforcenent officers to nonitor. Thankfully, I-5
does not transit to Alaska. Alaska State Troopers would be
appreciative were the results of this legislation to mrror the
reduction in nmeth production that has occurred in other states that
have adopted simlar legislation. Such |egislation would provide
themthe ability to concentrate on other sources such airports and
the mail .

5:33:11 PM

JANE PEARSQN, Staff to Representative Jay Ranras, the bill's
sponsor, infornmed the Cormittee that Representative Ranras "is in
favor of the logs". Representatives of the Departnment of Public
Safety should be provided an opportunity to speak to the reasons
for their support of the I ogs.

M. Guaneli spoke to the inportance of the |ogbooks. He noted that
| anguage in Sec. 6(a), page six, beginning on line 13 nmakes the
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purchase or possession of nore than nine grans of the identified
drugs within a 30-day period, a crine. Absent the |ogbook,
"positive proof of such action" would be difficult to prosecute.
Tips fromthe store or fromother Meth users would be insufficient.
The log entries are inportant to the "overall effectiveness" of the
bill.

M. QGuaneli restated his May 4, 2005 comments to the Committee
regarding the fact that the |ogbooks would be "an effective
deterrent”, as people who purchase pseudoephedrine to provide to
met h manufacturers are often users thenselves and, as a result,
beconme paranoid and would not desire to use identification. The
| ogbook requirenent "would naeke a difference".

5:35:46 PM

M. CGuaneli voiced being uncertain as to what Carrs/Safeway "is
proposi ng "in exchange" for the |og books. Wile their stores do
have cameras, the information that could be provided by themis
unclear. "Even if you have caneras show ng people comng into the
store and showi ng people going up to the counter; unless you can
really tie that to a specific transaction; tie that to a specific
anount; tie that to a specific person, its going to be nmaybe
interesting information but not anything that can really be used by
an investigator to pursue it further."

M. Quaneli stated that another point he had nade in the May 4th
hearing is that before the state of Jlowa enacted their
pseudoephedrine |egislation, an lowa university had conducted a
survey to gauge public reaction to it. The result was
overwhel m ngl y" public support for the identification and signature
requirenents as well as the purchase quantity limtations. The
public "understood the inportance of doing so". Gven that there is
both public and | aw enforcenent support of such |egislation would
identify the action as "an inportant step"

M. Guaneli opined that the bill's sponsor has endeavored to be
responsive to retail industry concerns. The specification of a
| ogbook term nation date woul d provide an opportunity to review the
success of the effort. The fact that the Departnent of Public
Safety would be required to establish the | ogbook guidelines woul d
provide retail ers another opportunity to provide input.

M. Guaneli stated that while there are many large retailers who
have sophisticated point of sale technology, many snmall stores
m ght not. The | ogbook being proposed, "was chosen" because it
woul d provide a uniform nethod of collecting information that woul d
work for both small and large stores. Simlar |ogbook provisions
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have worked well in other states and should work well in Al aska.

Co-Chair WIken characterized this as being a good bill. "A lot of
work has gone into it .. by a lot of different authors."™ The
i npl enentation of many of its provisions would do sone good;
however, he voiced concern about the |ogbook issue. VWhile he
respected M. Cuaneli's remarks, he al so heard the concerns raised
by retailers. Therefore, in an effort to nove the bill forward, he
suggested that the | ogbook | anguage be renoved fromthe bill. The
bill's sponsor could work with retailers over the Interim to
determ ne how to make the | ogbook "less intrusive". "Even if that
weren't to happen”, such an event as a "reverse sunset" m ght
eventual ly occur in that, while the provisions of the bill m ght be
havi ng an affect, Legislators mght choose at some point to include
t he | ogbook as a neans to further enhance the effort.

Co-Chair WIlken stated he would support the bill were the |og
provi sions renoved. Not "enough work" has been conducted in regards
to its affect on either large or small retailers or consumers.
There is also a question as to the |level of benefit that would be
provided by the Iog and whether it mght also be an invasion of
privacy.

Co- Chair Green doubted whether the bill would nove forward were the
| ogbook | anguage included. Perhaps anot her conponent of the bill
could "be strengthened in exchange" for the |ogbook's renoval.

5:40: 57 PM

To that point, Co-Chair Geen suggested that |anguage in Sec. 11
(a) page nine beginning on line 16 could be changed to read as
fol |l ows.

(a) A whol esal er, manufacturer, or distributor of products
cont ai ni ng ephedri ne, pseudoephedrine, or phenyl propanol am ne,
or their salts, isonmers, or salts of isomers, or iodine or
crystal iodine, has an affirmative duty to report to a |aw
enf or cenent agency or offices suspicious purchases, shall keep
conpl ete records of all transactions involving those products,
including the names of all parties involved in the
transaction, the date of the transaction, and the anount of
the drug products involved. The records shall be kept readily
retrievable for inspection by |aw enforcenent officers and
separate from all other invoices or records of transactions
not involving those products and shall be maintained for one
year, or a shorter period of tinme established by the
Department of Public Safety by regulation, and rmust allow for
i nspection of the records by | aw enforcenent officers.
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Co-Chair Green al so suggested that |anguage in Sec. 11 (d) page ten
lines 19 through 21 could be "strengthened as a reporting
st andar d".

M. Quaneli agreed that there was an opportunity to strengthen that
| anguage; however, that determ nation could be nade via regul ati ons
adopted by the Departnent of Public Safety. The Departnent could
outline what would constitute a suspicious purchase that "would
then trigger sone reporting".

Co- Chair Green asked whether current |anguage in Sec. 11 on pages
nine and ten of the bill would provide the Departnment of Public
Safety sufficient "leeway in nmaking those kinds of requirenents".

M. Guaneli conveyed that the Legislative Review Conmttee
careful |y assesses the specifics of |anguage that provides agencies
the authority to adopt admi nistrative regul ations"” and when it is
not "crystal clear, agencies are criticized for doing so". Specific
regul ati on making authority" |anguage could be included in the
bill.

5:43: 25 PM

M. CGuaneli expressed that Co-Chair WIlken's idea of sone kind of
"reverse sunset" is an interesting idea. The question would be
whether it would be "the desire to have this nmatter cone before the
Legislature again or" at a specified tine in the future, the
Conmmi ssi oner of the Departnment of Public Safety mght "certify that
there has not been any significant reduction in the diversion of
pseudoephedrine from legitimte sources to the nanufacturers of
met hanphet am ne”, and that action would allow for the adoption of
| ogbooks at that point.

5:44:05 PM

M. Guaneli continued therefore that the question is whether the
desire would be for the Legislature to revisit the legislation in,
for exanple, a year or whether sonme sort of certification by the
Department of Public Safety woul d suffice.

Co-Chair Geen interjected that rather than the Legislative action
being to preordain anything, it would sinply provide for a review
of the process, by a date certain.

M. Guaneli acknow edged.

Co-Chair Green stated that rather than this being a decision made
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solely by the Conmttee, Representative Ranras, Senator CGuess and
ot hers should be involved in the discussion. Language in witten
form shoul d be devel oped for further consideration.

M. Cuaneli affirmed that he would "work in that direction"
Co-Chair Geen ordered the bill HELD in Committee.

5:45: 02 PM

#hb169

CS FOR HOUSE BILL NO. 169(FIN)

"An Act relating to the educational requirenents for certain
real estate brokers, associate brokers, and sal espersons wth
new or suspended licenses; relating to review of real estate
transactions by attorneys or associate brokers; relating to
the requirenents for a real estate broker license and an
associate real estate broker license; and providing for an
effective date.”

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

HEATHER NOBREGA, Staff to Norm Rokeberg, the bill's sponsor, stated
that this bill would require newy licensed real estate
prof essionals to undergo 20 hours of practical education courses,
as determned by the Alaska Real Estate Comm ssion, during the
first year after they receive their license. The bill would al so
allow a real estate broker to retain an attorney or associate
broker to assist in reviewi ng each real estate transaction before
the transaction closed, as reflected in Sec. 12 page seven |lines 25
through 28. This would assist larger brokerage firns with the
onerous "duty" of having to review each file before it cl oses.

5:46:56 PM

Co-Chair Green understood that in that case, the primary broker
woul d still be responsible.

Ms. Nobrega affirned.

Senat or O son asked regarding the current continuing education
requirenents.

Ms. Nobrega responded that the current continuing education
requirenent is 20 hours every two years. That requirenent would
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conti nue unaffected. The 20 hours of practical education that newy
| icensed real estate professionals nust undergo during their first
year of practice would involve such things as contract witing and
client interaction. Currently, the broker assists with teaching the
everyday practices. There is no established education guideline for
new realtors, and each firmdiffers inits actions in this regard.

PEGGY ANN MCCONNOCHI E, Representative, Alaska Association of
Real tors, explained that a person endeavoring to receive their real
estate |icense nmust undergo 20 hours of prescribed pre-licensing
education. After receiving the license, the individual nust take 20
hours of specified education courses and an additional 12 hours
chosen froma |ist of course options devel oped by the Conm ssion.

Ms. McConnochie noted that 18 other states have adopted simlar
post-1licensing | egislation, boosted by the concern that the newy
licensed realtors should "have actual practical education as to how
to do the job they are supposed to do". The states that have
i npl enented the post-licensing regulations have experienced a
dramatic reduction in public conplaints caused by the realtor's
| ack of experience. The industry has determned that this action
woul d i nprove the industry overall. The new regul ati ons woul d al so
require that an associ ate broker who upgrades to a broker take the
20 hours of practical education during their first year as a
br oker .

Senator O son ascertained therefore that the real estate industry
is supportive of the legislation, even though taking the additional
courses woul d incur an expense.

Ms. McConnochie affirmed the industry's support of the additional
education requirenent.

Co-Chair Green asked for confirmation that Legislators would not
receive conplaints fromthose affected by the | egislation.

Ms. MConnochie shared that 95-percent of the respondents to a
survey of both long and short-termrealtors that was conducted by
t he Al aska Associ ation of Realtors "whol eheartedl y" supported the
bill. The other five percent indicated acceptance of the
requirenent. She shared that while she, a broker, had been
initially concerned about having to provide the additional
education to new |licensees she is now convinced of its nerit. "No
phone calls will conme your way."

Co- Chair Green asked regarding the schedul e of the post-1licensing

requi renent, specifically if it would typically occur over two
weekends.
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Ms. McConnochi e responded that the schedul e woul d be dependent on
the needs specific to the licensee or an area as well as the
i nstructor. The training could be delivered in a variety of
formats, including via the Internet, in order to insure that new
| icensees had access to the required courses. The courses would
require a mnimum of three days. That tine could be stretched out
over several weeks.

5:51: 59 PM

Senat or Stedman understood therefore that individuals woul d not be
required to travel to a central |ocation such as Anchorage.

Ms. McConnochie stated that that is "correct”; there would be no
desire "to burden people with the cost of a plane trip". The only
requi renent is that the education be received. The courses woul d be
avai | abl e throughout the State. She infornmed that in her role as an
educat or she has conducted training by correspondence. "Quality
education would transpire no matter where the |icensee practices.”

Senator Stedman asked for further information as to how the
di stance delivery woul d be acconpli shed.

Ms. McConnochi e expressed that there would be a variety of delivery
systens, including "face to face" or correspondence courses. The
| i censee could choose the nmethod they preferred.

Senator Stedman understood that each real estate office would
continue to be |imted to having one broker. Therefore, he
understood that other brokers in that office would be deened
associ at e brokers.

Ms. McConnochie affirmed. She noted that while there could only be
one broker, there could be any nunmber of associate brokers. Rather
than setting up their own real estate office, these individuals
have chosen to associate with another broker. The all owance of only
one broker would assure that there was one person responsible for
t he proceedings at that particular office.

5:53:56 PM

Senator Stedman opined that there is a difference between 20 hours
conducted in a classroom setting and 20 hours conducted via
correspondence.

Ms. McConnochi e understood Senator Stednman's position because, in
her role as an educator, she has conducted both face-to-face and
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correspondence formatted courses. The Real Estate Conm ssion woul d
be responsible for developing, reviewing, and approving the
courses. As she also serves as chair of the Conm ssion's education
subcomm ttee, she shared that the subconmttee is devel oping
"matri xes for the Real Estate Comm ssion" that would enable themto
determ ne what hands-on material should be addressed in, for
exanple, a Contracts class. This effort would assist in devel opi ng
a programthat would neet the spirit and purpose of the statutes
and regul ati ons.

5:55:25 PM

Senator Stednman noted that there are national firnms that could
provi de continui ng educati on correspondence courses for a variety
of professions. Those firns utilize conputerized test forns. He
asked whether such firns would be wutilized or whether the
Conmi ssi on woul d develop its own program

Ms. McConnochie stated that the Comm ssion woul d be developing its
own program |Individuals could not enroll with a national conpany
to neet the 20-hour requirenent, as the goal would be to develop a
program specific to the needs of, for instance, the real estate
mar ket in Juneau. National courses would not address issues
associated with the various parts of the State. For instance, the
Juneau course would address such |ocal issues as aval anche or
hazard zones, and a course in Fairbanks would address issues
related with ice conditions. In general, continuing education
courses would "assunme" that one would already possess the basic
know edge of the field. Therefore, the effort would be "to inprove
upon those skills" and provide a "better class" of realtors. This
woul d further protect the public.

Senator Stedman asked for further clarification regarding the
frequency of the 20-hour requirenent proposed in this bill. In
addition, he asked whether the requirement would apply to all
i censed real tors.

5:58: 06 PM

Ms. McConnochie clarified that all licensed realtors nust take 20-
hours of continuing education courses every two years. This
| egi slation would specifically require that, within the first year
of a new realtor acquiring his or her license, they nust take an
addi ti onal one-tine only 20-hour post-licensing practical education
course. This would also be a requirenment were a licensed realtor to
upgrade to an associ ate broker position or were an associ ate broker
to upgrade to a broker position. The industry's belief is "that
everything changes” and it is the industry's "responsibility to
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keep up on new information" in order for provide quality service to
clients.

Senator Stednman asked for confirmation that all brokers, regardl ess
of how long they had their broker's |license, nust undergo
continui ng education courses every two years.

Ms. MConnochie affirmed that there were "no exclusions". Al
licensed realtors, associate brokers, and brokers nust take 20
hours of continuing educati on courses every two years.

Senator O son asked regarding the cost of the course.

Ms. McConnochi e responded that the cost could not be determ ned
until the program was devel oped. "A variety of different types of
courses” would be anticipated. Mjor brokerage firns in l|arge
communi ties such as Anchorage and Fairbanks would |ikely provide
"in-house post |icensing education”. How rmuch or whether they woul d
charge their agents is an unknown. The price woul d depend on what
t he market woul d bear, and what the |icensees would be willing to
pay. The bill would allow the Comm ssion to have until January 1,
2006 to develop the program This tine would be sufficient.

6: 00: 34 PM

Senat or Hof frman ascertai ned that the 20-hour course woul d not be a
pass/fail type of program

6: 00:49 PM

Ms. McConnochi e responded that the State's Real Estate Conm ssion
currently requires that an individual nmust pass a correspondence
course with at least a 75 percent or better test grade; testing in
a face-to-face course is determned by the instructor. The
Comm ssion's educati on subcomm ttee would be recommending to the
Commi ssion that, in order to pass the practical post-licensing
course, the individual nust denonstrate the ability to conplete the
wor k taught.

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 169(FIN) was REPORTED from
Commttee with previous zero fiscal note #1 dated April 6, 2005
from the Departnment of Comrerce, Community and Economc
Devel opnent .

6: 02: 01 PM
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#hb211

CS FOR HOUSE BILL NO. 211(FIN)
"An Act extending the termnation date of the Board of Denta
Exami ners; and relating to dentists and dental hygienists."

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

HEATH HI LLI ARD, Staff to Representative Mke Kelly, the bill's
sponsor, explained that, while this bill would "essentially" extend
the Board of Dental Exam ners, it would inpose a few changes to
existing Statutes to nmake them "nore relevant to existing
situations”". Al involved entities, including the Al aska Dental
Society (ADS), the Al aska State Dental Hygi ene Associ ati on (ASDHA)
and the D vision of Cccupational Licensing, Departnent of Commerce,
Communi ty and Econom c Devel opnent, have agreed to the proposed
changes. The changes woul d i nclude the inplenmentati on of continuing
education requirements for Dental Hygienists, nodifying the
i nspection period for radiological equipnment used in dentistry,
clarifying licensing qualifications regarding inpairnments that
mght inpair an applicant's ability to practice dentistry, and
clarifying the statutes for specialty licensure by requiring that
the applicant neet certain qualifications for dentists in the
State. The extension of the Board, as well as sone of the changes
included in the bill, were supported in the findings of a
Legislative Audit report for Audit Control Nunmber 08-20031-04,
[copy on file] conducted in August 2004.

Co-Chair Geen noted that the Conmittee had recently adopted
| egislation regarding foreign trained nedical doctors. To that
poi nt, she asked whether that bill would affect dentists.

M. Hlliard voiced being unsure of the inpact of that |egislation
on the dental profession. However, he noted that there such a
concern in regards to the status of one dental practitioner.

Co-Chair Geen voiced that the inpact of that bill on the dental
field should be established, as this could be the opportunity to
address issues that mght be occurring in regards to foreign
trai ned denti sts.

6: 04: 50 PM

JIM TOALE, Executive Director, Al aska Dental Society, testified via
tel econference froman offnet site and voi ced being unfamliar with
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the bill pertaining to foreign trained nedical doctors. He
understood that currently a dentist could not get licensed in the
State of Al aska unless they had graduated from a dental school
accredited by the Conmmi ssion of Dental Accreditation, which is a
guasi - governnental operation supported by the Anerican Dental
Associ ati on.

In response to a question from Co-Chair Geen, M. Tow e stated
that in order to be licensed in the State of Al aska, a dentist nust
be a graduate of a school in either the United States or Canada
that is accredited by the Commi ssion. Therefore a graduate of a
foreign dental school would be ineligible to be licensed as a
dentist in Al aska unless they had attended and graduated from one
of the accredited schools.

Co- Chair G een asked whether M. Towl e was aware of the |egislation
that had recently been passed regardi ng nedi cal doctor licensure in
the State.

M. Towl e communi cated that he was unaware of that |egislation.

Co-Chair Green stated therefore, that the question is whether that
| egi slation would affect the licensure of foreign trained dentists.

Senator O son conveyed that that bill pertained to nedical
doct or s/ physi ci ans.

Co-Chair Green asked whether that term nology mght include a
Doctor of Dentistry (DDS).

M. Tow e responded that sonme dentists "are duel degreed" as a
DDS/ MD.

Senator A son, who was a nedical doctor, affirmed that only a
DDS/ MD woul d be affected by the legislation on foreign trained
medi cal doctors.

Co- Chair Green acknow edged. She noted that were this an issue with
dentists, it could be addressed separately.

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 objections, CS HB 211(FIN) was REPORTED from
Commttee with fiscal note #1 dated March 29,2005 from the
Depart ment of Commerce, Community and Econonic Devel opnent. This
note depicts an expense of $124,100 in fiscal year FY 07.
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#hb225

SENATE CS FOR HOUSE BI LL NO. 225( HES)
"An Act relating to nedical examners and nedical death
exam nations."

6:08:41 PM

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

SHALON SZYMANSKI, Staff to Representative Lesil MQiire, the bill's
sponsor, explained that this bill would require the Conm ssioner of
the Departnment of Health and Social Services to appoint a second
nmedi cal examner in the State. CQurrently, only one medi cal exam ner
is required. The workload of the State's Mdical Examiner is
i ncreasing as exanpled by the fact that approximtely 1,100 cases
were filed with the Ofice the previous year. The duties of the
medi cal exam ner range from conducting autopsies to admnistrative
duties and |egal duties, which require himto testify in Court.
Current State |law requires that autopsies be conducted in cases
involving a crime or a suspicious death. However, on occasion, due
to current workloads, no autopsy is conducted on the latter.

Ms. Szymanski noted that there is currently "no backup” were the
State's | one nedi cal exam ner unable to fulfill his duties.

Co-Chair W /I ken communicated that he had participated in the
di scussions on this bill during its Senate Health, Education, &
Social Services Commttee, of which he is a menber. His concern
then was that the Legislature "was doing the job" of the Governor
Frank Murkowski Adm nistration; continuing that point, he stated
that the question is whether the Admnistration could hire a deputy
nmedi cal exam ner wi thout this |egislation.

Ms. Szymanski responded that a second nedical exam ner could be
hired provided funding was avail able. The issue therefore, is that,
absent this legislation, those funds mnight not be constant.
Therefore, the State might continue to be served by one nedica
exam ner and, as a result, many cases mght not receive the
attention they deserve.

6:11: 07 PM
Co-Chair W/l ken voiced that it "bothers me structurally" that one

or several Legislators mght decide that a position was needed and
that, w thout question, that decision mght be approved by the
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Legi slature. There is a reason for the budgeting process and the
separation of powers. The nerits of hiring another medi cal exam ner
shoul d be determ ned t hrough the budgeting process. Furthering this
| egi sl ation m ght establish an unwanted precedence. Wre a second
medi cal exam ner deenmed necessary, the Admnistration should
advance it through the budgetary process.

Ms. Szymanski "expressed" the sponsor's concern that the problem
with the nmedi cal exam ner position is one that "would not go away".
The State's population is increasing and would warrant a second
nmedi cal examner. "It's an issue that needs to be dealt with, and
that's the only reason why we bring this forward."

Co- Chair W/ ken acknow edged.

Senator O son, a nedical doctor, spoke to the need of there being a
second nedical exam ner. The current nedical examner is nearing
retirement age and "is overworked". He has been "worked to the bone
and has done a very good job of trying to keep up, but he only
human". The requirements of the position are nunerous. Therefore,
he woul d support addi ng a Deputy Medi cal Exam ner position due "to
the intensity of the need".

Co-Chair Geen voiced concern to the fact that the bill was
acconpanied by a Departnent of Health and Social Services zero
fiscal note, as the funding nechanism of the second nedical
exam ner position was uncl ear.

6:13: 49 PM

Co-Chair Green joined Co-Chair Wlken in his concern of the process
being forwarded by this legislation, as, in her tenure as a nenber
of the Legislature, she could not recall ever entertaining a
request to add a staff position "through this process". Such
requests have historically been advanced through the budgetary
process.

DR. RICHARD MANDSANGER, Director, D vision of Public Health,
Department of Health and Social Services infornmed the Committee
that the Department currently has sufficient funding in its budget
for two nedical examners. He informed the Conmttee that an
i ndividual was offered the job as deputy nedical exam ner the
previous day. This legislation wuld "nmandate" that the State woul d
al ways have a mninmum of two nedical exam ners. That nunber is
warranted. No fiscal expense acconpanies this bill, as funds are
currently avail abl e through which to support two nedi cal exam ners.
While the Departnent has had the ability to have two nedical
exam ners, this legislation would include in State Statute the
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| anguage "shall appoint” a deputy nedical exam ner.

Dr. Mandsanger acknowl edged Co-Chair WIlken's coments about
adhering to budgetary process procedures, and infornmed the
Commttee that, in all Iikelihood, he would be testifying in
support of the needs of the Medical Examners' Ofice during future
budget ary proceedi ngs.

6:15:41 PM

Dr. Mandsanger infornmed the Committee that a $100, 000 i ncrenent was
included in the Governor's FY 06 operating budget proposal to
support the infrastructure and needs of two nedical exam ners.

Co-Chair Green ascertained therefore that that was the reason for
there being a zero fiscal note with this legislation. The
Governor's budget woul d include the fundi ng needed to support the
second nedi cal exam ner position.

Dr. Mandsanger concurred.
6:16: 07 PM

In response to a question from Co-Chair G een, Co-Chair WIken
stated that his concerns, as previously stated, are on the record.

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

AT EASE 6:16:39 PM/ 6:17:37 PM

There being no objection, SCS HB 225(HES) was REPORTED from
Commttee with zero fiscal note #1 dated March 30, 2005 fromthe
Department of Health and Social Services.

6:18: 04 PM
#hb123

CS FOR HOUSE BILL NO 123(RLS) am

"An Act relating to occupational licensing fees, fines, and
penalties and to regulatory board fines; extending the
term nation dates of the Boards of Barbers and Hairdressers,
Social Wrk Exam ners, Pharmacy, Professional Counselors,
Psychol ogi st and Psychol ogical Associate Examners, and
Veterinary Exami ners; relating to psychol ogist |icensing by
credentials; relating to an exenption that allows one bill to
continue nore than one board, conm ssion, or agency program
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and providing for an effective date."

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

JOSH APPLEBEE, Staff to Representative Tom Anderson, the bill's
sponsor, informed the Commttee that this |egislation would provide
for the extension of six different State Boards slated to be
term nated. The D vision of Legislative Audit has recomended t hat

each of the six boards be extended. This bill would extend the
Board of Barbers and Hairdressers to the year 2011; the Boards of
Soci al Wrk  Exam ners, Phar macy, Pr of essi onal Counsel ors,

Psychol ogi st and Psychol ogi cal Associate Exanmners to the year
2010, and the Board of Veterinary Examiners to the year 20009.

M . Appl ebee shared that the bill would also allow the Board of
Psychol ogi st and Psychol ogical Associate Examners to adopt
regul ati ons that woul d recogni ze ot her credentialing organizations
beyond the current Anerican Board of Professional Psychol ogy. To
this point, the Board nust insure that this expansion would be
limted to recogni zing only those organi zati ons whose credentials
were simlar or higher than the licensing requirenents specified in
State Statute.

6:19:51 PM

Co-Chair Green asked whet her the extensions of these Boards could
be characterized as "routi ne" extensions.

M. Appl ebee affirned.

Co-Chair G een noted that the one exception would be the expansion
of the credential |anguage pertaining to the Board of Psychol ogi st
and Psychol ogi cal Associ ate Exam ners.

PAT DAVI DSON, Legislative Auditor, Division of Legislative Audit,
Legislative Affairs Agency comented in regards to the proposed
extension dates. She noted that the Division was required to
conduct audits of 12 boards and conmmissions that were due to
termnate this year. Therefore, in an effort to avert overlaying
auditing of numerous boards in the future, the Division utilized
extension timeframes rangi ng between four to six years, as opposed
to the standard four-year extension. In addition, the audit noted
that contrary to previous audit findings in which the Board of
Barbers and Hairdressers licensing fees had not sufficiently
covered the expenses of operating its Board, the increased |icense
fees are now sufficient in that regard. However, the D vision would
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recommend that the licensing fees of both the Boards of Pharnacy
and Psychologist and Psychol ogical Associate Examners be
i ncreased.

AT EASE 6:21:50 PM/ 6:22:37 PM

Senator (O son understood that the «credentialing expansion
pertaining to the Board of Psychol ogi st and Psychol ogi cal Associ ate
Exam ners, as reflected in Sec. 7(3) page two lines 25 through 28,
woul d serve to allow a person neeting the specified credentials to
obtain their |icense.

M. Applebee affirmed that to be correct, provided that the
individual's credentials were the same or higher than those
specified in Statute.

6:23:21 PM

Senator O son asked the reason for expanding the credentialing
organi zations in that regard.

M. Appl ebee responded that the goal would be to increase the
nunber of people practicing in that field.

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 objections, CS HB 123(RLS) am was REPORTED from
Conmittee with zero fiscal note #1 dated February 3, 2005 fromthe
Depart ment of Comrerce, Conmunity and Econom c Devel opnent.

6:24: 27 PM
#hb215

CS FOR HOUSE BILL NO 215(FIN)

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

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

M KE BURNS, Chief Executive Oficer, Al aska Permanent Fund
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Cor porati on, Departnent of Revenue, stated that the issue at hand
is the question as to "why the Prudent Investor Rule even be
considered as the primary overarching policy governing the
investnment of the Alaska Permanent Fund."” The initial step in
addressing this question would be to review the Al aska Per manent
Fund Corporation (APFC)'s "m ssion, which is to maxim ze the val ue
of the Permanent Fund through prudent |ong-term investnent and
protection of principal to produce income to benefit all
generations of Al askans".

M. Burns read portions of his witten testinony [copy on file] as
fol | ows.

It is not difficult to see the nmany chal |l enges inherent in the
Per manent Fund's m ssion and equally easy to see that they
often are in conflict. Maximzing returns in a manner that is
prudent, doing so over the long-run (indeed perpetuity) and
still protecting Fund principle while at the sanme tine
producing and distributing substantial Ievels of incone
annual ly in perpetuity (across future generations) is a najor
chal  enge for those charged with investing the Fund' s assets.

For several hundred years, nost trustees facing simlar
chal | enges have operated under a "prudent” policy inplenmented
by a sinple constraint: permt the investnment of fund assets
in only those instrunents which, when viewed individually,
were likely to produce incone and protect the nom nal val ue of
the fund. These instrunments were few and primarily focused on
fixed inconme. This particular foundation for a prudent
investment policy succeeded in sonme respects, but has
generally failed to nmeet the full spectrum of requirenents
such as those expressed in the Permanent Fun's Mssion. IN
particul ar:

e The predonm nate, and in sone cases, exclusive use of
fixed incone and rel ated securities |left the real corpus
extrenely vul nerable to inflation.

Over the last three decades, trustees facing challenges highly
simlar, and in some cases identical, to those facing the
Al aska Permanent Fund, have been abandoning the "restrictive
list" foundation for inplenenting a prudent investnent policy
and instead have adopted the Prudent Investor Rule as the
guiding policy for investnent fund assets.

M. Burns noted that 44 of the 50 states in the United States have
noved away fromthe restrictive or statutory lists.

SFC- 05 (28) 05/ 05/ 05



The Prudent Investor Rule's underlying premise is that the
primary responsibility of the fiduciaries is to ensure that
the estimated risk and return of the total portfolio is
appropriate in light of risk tolerances and the particul ar
obj ectives of the assets. This focus on the | east estimates of
the total portfolio's long-term behavior along with the
devel opment of nodern portfolio theory has fundanentally
changed the foundation for "prudent" fiduciary behavior...

In current law, this enphasis on the whole portfolio rather
t han individual investnent categories the fiduciary is said to
have " a duty to evaluate investnments in the context of the
portfolio as a whole while the duty to select reasonable
| evels of risk are targeted to the fund and diversification
itself beconmes as a fiduciary obligation...

The rel evant point for the A aska Permanent Fund is that it is
quite possible that either now or at sone tine in the future,
the inability to access a broader range of asset classes may
result in the creation of a Fund that contains either excess
ri sk or unnecessarily | ower |ong-termreturns.

M. Burns referred Commttee Menbers to the ""Efficient Frontier'
of Investnments"” graph on page four of the Al aska Permanent Fund
Cor poration handout titled "Reduci ng R sk, Increasing Return" [copy
on file]. The graph's horizontal axis neasures risks and the
vertical axis neasures expected returns. The |ower graph-line in
the chart depicts the "Efficient Frontier"” for the A aska Pernanent

Fund "as constrained by the current statutory list". Each of the
dots on that line reflects the "risk and return characteristics of
different asset allocations". The square mark on that |Iine,

referred to as "#8 March 2004 Target" is indicative of the risk and
return | evel of the Fund today, which is a 7.83 percent return with
10. 29 percent standard devi ati on.

M. Burns continued that the upper graph line would reflect the
Permanent Fund's portfolio were it instead constrained by the

Prudent Investor Rule. The points on that l|ine also reflect
differing asset allocation categories. The "green square" on the
upper graph line would reflect the 7.83 percent return being

currently experienced. Under the Prudent Investor Rule that |evel
woul d be obtained with |esser risk. The level of risk currently
being experienced is reflected on the upper line by mark "6"
however, under the proposed Prudent Investor rule, that |evel of
ri sk woul d be acconpani ed by a one percent increase in returns.

M. Burns stressed that, "the constraints of the statutory I|ist
today are pushing us in the direction of higher risks for |ower
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returns and that is not what any of us are seeking".

[ NOTE: Co-Chair W I ken assunmed chair of the Meeting.]

6:31: 32 PM
Senat or St edman, referencing the differences between the
af orenenti oned marks "6" and "8", asked "how accurate is the

measur enent of that when you have static investnents that aren't
actively traded". He noted that the Al aska State Pension |nvestnent
Board (ASPIB) had provided testinony to the effect that standard
deviations were difficult to estimate and therefore not included in
their reports.

M. Burns asked whether Senator Stednman was referring to real
estate or private equities.

Senator Stedman clarified that his remarks pertained to private
equiti es.

M. Burns expl ained that the APFC includes "those in our financia
projections with their expected internal rate of return."” The
determnation is that that is the nbst accurate nmanner in which to
reflect it. Private equities, at a level of $2,900,000, are a snal
asset, and at this tine, do not have nuch affect. He pointed out
that the graph depicts "expected return and expected risk" based on
"historical factors for these asset categories".

6: 33: 03 PM

Senator Stedman recalled that the APFC asset allocation had been
i ncreased by five-percent the previous year in order to allowthe
Fund "to have nore liquid assets classes” to help it "increase its
return and, in theory, decrease its volatility at the sanme tine".
He asked whether that | evel had been obtained to date.

6:33:42 PM

M. Burns replied that that |evel has not been reached. He exanpl ed
that the University of Alaska Foundation has specified that 18-
percent of its assets would go into what is referred to as
"alternative investnents”, which "are basically basket clause type
of investnents"” to which Senator Stedman has referred. Even though
the University is having difficulty reaching the 18-percent, there
are now conmtnents to increase that level to 24-percent. "You
don't control when the nobney goes out the door and you don't
control when it cones back on some of these private type of
i nvestnents, so you need to over-commt if you are going to get to
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your target." APFC Trustees, through "the powers granted to us
through the additional basket clause made a commtnent of
$600, 000, 000 to private equity". $240, 000,000 of that $600, 000, 000,
allocation has been comitted, and of that $240, 000, 000,
"$2,900,000 is out the door. It is a very lengthy process." It is
necessary to over-conmt in order to reach the |evel desired. The
mechanism to avoid a situation of over-commtnent is to include
"contractual obligations and a statutory limtation". Those are
necessary even though "it would be highly unlikely" for all of the
commitments "to be called at one tine".

6:35: 20 PM
Senat or St edman acknow edged.
[ NOTE: Co-Chair G een resuned chair of the neeting.]

Senator Stedman spoke to the "bigger issue" of the underfundi ng of
the Public Enployees Retirement System (PERS) and the Teachers
Retirement System (TRS). Efforts are being taken to address that
$5, 700, 000, 000 under-funding situation. To that point, he
guesti oned whether this would be the appropriate tinme to consider
the proposal being advanced in this bill. He suggested that a
better time would be to address it in January and February 2006
when the Commttee could reviewthe portfolio of the PERS and TRS
Trust Assets and the Permanent Fund (PF). He noted that ASPIB does
not currently operate under the auspice of a statutory list, and
that they currently "have nore volatility, and they seemto have a
little higher return on the upside and a |ower one on the down
side." He argued that it would be "a nice fit" for the Finance
Conmittee to address "this issue at the sane tinme because they are
very closely related. The education” that would be gained on the
part of both the public and the Legislature were those efforts to
"run simultaneously" or in close sequence woul d be beneficial.

6:37:31 PM

Senator Stedman noted that the five-percent allocation increase the
Legi sl ature had provided APFC t hrough the basket clause does not
appear to be "maxed out yet" so a delay in addressing this
| egi slation woul d not place "the PF at any maj or di sadvantage”. He
"recogni zed" that over the |ast decade the PF has endeavored to
nove away fromthe statutory |ist.

6:37:48 PM

M. Burns spoke to the timng issue by conveying that APFC is
convi nced that the proposal being forwarded "is the right concept".
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In addition, APFC is convinced that the current process is "hurting
the Fund' s perfornmance". Yesterday, for exanple, the Fund increased
in value for approximtely $250, 000,000, which is |ess than one-
percent. To that point, he questioned whether waiting to act on
this proposal would be the right thing to do considering the Fund's
volatility. "W would lIove to be part of the State's process "of
re-thinking how the State invests its assets", however, it should
be noted that, were this |legislation adopted, it would not becone
effective until January 1, 2006. Adopting this proposal now would
allow time for regulations to be devel oped so that the process
could begin in January. It would also allow APFC to develop a
report "as a precursor to how you deal with the new' PERS and TRS
Board and the PERS/ TRS assets. That "would be very tinely".

6:39: 23 PM

Senator Stedman pointed out that many of the asset classes being
considered "are already liquid". Therefore, he questioned "the
accuracy of pricing;, at best they're estimates". The true value is
provi ded when the asset is |iquidated.

6: 39: 39 PM

M. Burns agreed to Senator Stedman's comrents as they pertain to
"the real estate side". Those prices are re-eval uated every ot her
or every third year. Wiile those changes in value are not reflected
in the Fund's financial statenents, they are considered in the
Fund' s perfornmance. "You don't know what real estate's worth unti
you sell it." Some of the Fund's longer termliquid assets in terns
of the Efficient Frontier", as opposed to assets we have, again,
are historical performances of these asset categories". Each dot on
t he af orementioned graph represents "historical costs". Therefore
rat her than reflecting performance, the graph woul d present asset
al I ocati on.

6:40: 41 PM

Senator Stedman stated that in order "to calculate standard
devi ati on, you have to have a novenent in price". Absent a novenent
in price, "you have to estimate or guessimate it". Therefore when
considering "inactively traded security you' ve got daily nmonthly or
weekly pricing" which could be used "to gauge that standard
devi ati on that noves over tine".

6:41:14 PM

M. Burns agreed, with the exception being for instance that such
things as private equity "is a liquid, it's not priced daily, but
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the standard deviation is figured fromits historical novenent", or
"its actual novenent over tine". There is enough history from which
to devel op standard deviations and historical returns for all these
asset classes. The historical performance upon which we are basing
asset allocation is "there for all the asset categories".

6:41:57 PM

Senator Stedman responded "that, at best it’s a snoothing issue
with the price novenents". Absent novenent in the market from which
"to actually gauge what it is, you' re going to have points when you
sell it and points when you buy it".

Senator Stedman reiterated that ASPIB, which does not operate with
statutory list constraints, would appear to have nore volatility
than the PF, "with higher highs and | ower |ows". He was uncertain
as to whether the Legislature "wouldn't be better served" to
address these situations "at a simlar tinmeframe" when tine could
be provided to thoroughly make a deci sion.

6:43:18 PM

Co-Chair Geen noted that "it has been interesting ...to watch the
transition over the years and howit's noved very slowy ...fromthe
different percentages and the changes .. It is always a tough
conversation."

M. Burns stated that when discussing "the valuations of sone of
t hese assets..” it nust be noted that the PF is not solely basing
the standard deviation on how the PF assets perform but also on
the informati on of APFC s consultant who has a universe of a 110
funds simlar to the PF. "It's how these assets perform over that
uni verse." He "agreed conpletely with the assessnment that as we get
into these in small anounts, our experience won't be that additive
to what the universe is for quite a while, but the universe is
there and, for our purposes and planning, it's a very valid
timeframe and returns.”

Co-Chair Wlken recalled this being the third tinme that APFC has
asked this Conmmittee to change the Statute that controls how the
Fund coul d be invested. Both of the previous requests were approved
and the Fund continues, "to exceed all of our expectations". Wile
bei ng appreciative of Senator Stedman's concerns, he cal cul ated
that a one percent change that woul d equate to $300, 000,000 a year
or $6,000,000 a week, could be lost were this legislation not
advanced. That would fund a | ot of education needs in the State.
Therefore delaying this legislation a year would cost the State a
significant anmount of noney.
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M. Burns affirmed that Co-Chair WIken's calculations were
correct. "Tinme is not your friend on this."” Delaying this process
woul d not correct "what all of our experts and consultants"” have
concluded we are doing to ourselves. "This fund is very deliberate
in its approach to things", and therefore, a lengthy process is
i nvol ved. This issue has been discussed for quite a while and APFC
is "convinced that this is the right thing to do".

6:46: 39 PM

Senat or St ednman argued against the correctness of the math, as it
is dependent on the market. Wre the market to advance "sharply
hi gher", he woul d expect the returns to be larger. Wre the market
to continue flat or to decline, as reflected by ASPIB s portfolio,
the results mght be "average or worse". Therefore, the novenent
from the point at which the policy was inplenmented "to the
measuring point" would be a factor. "Markets do not always go up"
and were the neasurenents taken "on an up day that's one
nmeasur enent period" and were they taken on a "down day" that would
be another period. "It's not a linear relationship.”

M. Burns concurred that markets nove both ways. He had consi dered
Co-Chair WIlken's remarks to reflect "the opportunity” that m ght
be there.

Co-Chair Wl ken remarked that that is a neasure of risk. However,
he noted that, as reflected on the aforenentioned Efficient
Frontier graph that the State would not be changing its risk factor
were this legislation adopted. "The fluctuation up and down woul d
be the sanme regardl ess” of whether the status quo was continued or
changed to the asset allocation being proposed.

M. Burns affirmed that changing to the proposed asset allocation
woul d not alter the standard deviation. "What is equally inportant”
to note is that the point at which the proposed allocation would
achieve the sane yield as the status quo, as reflected by the
"Expected Return" point on the proposed asset allocation graph-
line, would be a point of reduced risk. This would provide "quite
an opportunity".

Co-Chair WIlken voiced appreciation for the inclusion of the
| anguage reflected at the bottom of page four on the aforenenti oned
handout that reads as foll ows.

Increasing the Fund's investnent options would allow the

Trustees greater flexibility in managing the Fund for the
benefit of all Al askans, whether it is for greater return
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lower risk or both. This is especially inportant as the
Legi sl ature begins to contenplate the use of Fund earnings for
nore than just the dividend program

Senator Stedman understood that "the Efficient Frontier is a
dynam c instrunent” and woul d change according to the neasurenent
period being considered. "It's not static line." The line would
appear different according to the tine period.

6:49: 43 PM

M. Burns clarified that the Efficient Frontier chart being
referenced "is not a point in time, that is an accunul ati on of
time; those are historical nunbers". He was uncertain as to whether
the graph depicted the scenario for either the past five or ten
years.

Senator Stedman understood that to be the case. His point is that
the line would change for any ten-year rolling average.

M. Burns concurred that the slope of the |line on the graph would
change according to the tinefrane.

Senator Stedman agreed that, "theoretically, these investnents
shoul d produce and allow the portfolio to receive a higher return
for less volatility".

M. Burns responded that that is exactly the point.
6: 50:43 PM

Senat or O son asked how significant the three-percentage point
standard deviation reflected on the aforenentioned Efficient
Frontier graph is when conpared to other investnent scenari os.

M. Burns responded that the standard deviation in relationship to
today's 10.29 percent return would be "pretty significant”.

Senat or A son asked how the three percent standard deviation woul d
conpare to other simlar investnment portfolios.

M. Burns communicated that the PF portfolio is a fairly
"conservative asset mx". It is very different froma pension fund,
which has fixed liabilities. Wile he did not consider the Fund' s
standard deviation to be "out of line", he expressed that it is out
of line when considered the return it is generating. "That's the
rati o" that should be consi dered.
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6:52: 06 PM

Senat or Stednman commented that the portfolio' s assets have evol ved
to a 60-percent equities and 40-percent bonds balance. He
understood that since the market experienced "turbulent” tines
around the year 2000, there has been a tendency "for asset nanagers
to | ook out away fromthe equity markets that are traded" on such
things as the New York stock exchange and to "try to go into other
asset classes to tone down the volatility" and to achieve nore
diversitility.

6: 53: 03 PM

M. Burns affirnmed this to be true. The PF has a very diverse
portfolio including investnents in worldw de equity markets; in
small, md, and large capitalized nmarkets; and emergi ng markets.
Efforts are exerted to achieve a good bal ance. He antici pated that
"the bigger change” would be the shift "to absolute return
strategi es" rather than fixed incone markets in an effort to renove
volatility.

AT EASE 6:54:00 PM/ 6:54:23 PM

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

AT EASE 6:54:42 PM/ 6:56:35 PM

There being no objection, CS HB 215(FIN) was REPORTED from
Committee with zero fiscal note #1 dated April 8, 2005 from the
Depart ment of Revenue.

6: 56: 53 PM
AT EASE 6:57:21 PM/ 7:12:54 PM

#sb46
SENATE BI LL NO. 46

"An Act making capital appropriations and appropriations to
capitalize funds; and providing for an effective date.”

This bill had been heard previously in the Senate Finance
Conmittee.

Amendnents are considered to the working draft comittee
substitute, Version 24-GS1074\Y, unl ess ot herw se not ed.
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Amendrent  #64: This amendnment increases the general fund
appropriation nmade in subsection (B) of Section 32. DEPARTMENT OF
TRANSPORTATI ON AND PUBLI C FACILITIES., on page 102, lines 16 and
17, to the Departnent for emergency and nonroutine mai ntenance from
$743,400 to $1, 631,400. Acconpanyi ng expl anatory | anguage reads as
foll ows.

This increase is needed in the FY 05 Supplenental for
enmergency and non routine maintenance and is allocated for the
fol | ow ng:

$486, 000 Susitna River Road, Trapper Creek

$402,000 M P. 13 Tok Cutoff

Co-Chair WI ken noved for adopti on.

G NGER BLAI SDELL, Staff to Co-Chair Geen, stated the increased
funding would be utilized to address sonme energency projects
revealed in the | ast few weeks.

Co-Chair Geen told of "gaping holes" in roads near Tok and Trapper
Creek. The Departnment woul d have nade these repairs and requested
suppl emental funding for the costs if the | egislature had not been
in session. Because this bill is still under consideration, it was
deened appropriate to include funding in its appropriation.

There bei ng no objection, Amendnent #64 was ADOPTED
7:14:24 PM

Amendrent  #65: This amendnent del etes reduces the general fund
appropriation to the UAF - Biological and Conputational Sciences
Facility (HD [house district] 7-11) conponent of the University of
Al aska on page 89, lines 14 through 16 from $32 million to $24.2
mllion.

Co-Chair W/ ken noved for adoption.

Ms. Blaisdell clarified the amendnent reduces the appropriation by
$7.8 mllion.

There bei ng no objection, Amendnent #65 was ADOPTED

Amendnent #66: This anmendnent increases the appropriation to the
Fai rbanks Virol ogy Laboratory Replacenent (HD 1-40) conponent of
the Departnent of Health and Social Services on page 88 |ines 21
through 23 from $4.8 nillion to $24.2 nmillion. The anendnent
i ndi cates the funding source as Certificates of Participation fund
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code 1163. Acconpanyi ng expl anatory | anguage reads as foll ows.

This project is the Departnment's nunber 1 priority. The anount
of $4,800,000 is not sufficient to construct a lab. The
original requested anount of $24, 200,000 needs to be restored
to the bill. Funds would be used for the design, construction
and equi pping of a new virology |aboratory |ocated on the
University of Alaska Fairbanks canpus. Virology |aboratory
functions are a vital conmponent of public health. This is a
service that the state sinply cannot afford to |ive wthout.
The existing virology lab is old, undersized, and unsafe. An
i ndependent report refers to the lab as "an accident waiting
to happen".

Co-Chair WI ken noved for adopti on.
Ms. Bl aisdell outlined the explanatory statenent.

Co-Chair Geen understood the Conmmttee would receive separate
| egi slation for consideration that would provide for this project.

Ms. Bl aisdell affirmed.

7:15:57 PM

Senat or Stedman requested clarification.

Ms. Blaisdell explained that this amendnent would increase the
appropriation the amount requested in the Governor's proposed FY 06
capi tal budget, and change the fundi ng source fromgeneral funds as

originally proposed.

Senator Stedman asked if this appropriation is in addition to the
$4.2 mllion appropriated for a separate science facility.

Ms. Blaisdell replied that the total appropriation for the two
projects would be $48.4 million. The funding source of the $4.2
mllion appropriation is general funds.

Co-Chair Geen informed of separate legislation to provide for the
construction of a virology |aboratory utilizing certificates of
partici pation.

Senator Stedman requested further information regarding the
certificates of participation funding source at a later tine.

Senat or Hof f man questioned the reference to the project as |ocated
in house districts 1 through 40, although the next project |isted,
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t he Anchorage Integrated Science Facility, is classified as house
districts 17 through 32.

Co-Chair Green replied that the virology facility woul d be operated
by the Departnent of Health and Social Services and would be
utilized for all house districts.

Senator Hoffrman asked if the virology facility project would be
calculated in the total appropriations for each district,
specifically for the Fairbanks area districts. He suggested
uniformty in conparison to other projects.

Co-Chair Geen responded that further information would be
forthcom ng.

7:20:48 PM

Co-Chair Geen presuned the determ nation was nade based on the
function of the building. The proposed virology |aboratory woul d
function statew de versus the University science facility, which
woul d serve the University of Al aska Anchorage primarily.

7:21: 20 PM

CHERYL FRASCA, Director, Ofice of Managenent and Budget, O fice of
the Governor, suggested that to clarify that the project were
"statew de in nature" "Fairbanks" could be deleted fromthe project
title. The facility would be intended to service the entire state.

Co-Chair Green stated that the anendnent could be anended later if
deened necessary.

Co-Chair Green announced that Anendment #66 was ADOPTED
7:22:19 PM

Amendnent #67: This amendnment changes the name of the WIIow Creek
State Recreation Area - Shall ow Water Boat Launch and Wnter Access
Trailhead at Mle 49.7 (HD 13-16) conponent of the Departnent of
Nat ural Resources on page 42, line 30 through page 43, line 3. The
anended conponent reads, "WIllow Creek State Recreation Area -
Phase I1: Parking lot at crude shallow water boat |aunch site at
Mle 49.7."

Co- Chair W/I ken noved for adopti on.

Co-Chair Geen stated this anendnent was requested by Senator
Charli e Huggi ns.
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There was no objection and the anendnent was ADOPTED
7:22:49 PM

Amendnent #68: This anmendnent deletes the Fairbanks North Star
Borough - Chena River State Recreation Area / Extend Fire Contro

Line (HD 7-11) conponent and $184, 000 general fund appropriation to
t he conponent fromthe Grants to Municipalities (AS 37.05.315) BRU

Departnment of Commerce, Conmunity and Econom ¢ Devel opnent on page
14, lines 4 through 7.

Thi s anendnment al so inserts a new Chena River State Recreation Area
/| Extend Fire Control Line (HD 7-11) conponent to the Departnent of
Nat ural Resources on page 39, line 13 and appropriates $184, 000
general funds to the conponent.

Acconpanyi ng expl anatory | anguage reads as foll ows.

Thi s amendnent transfers the funding fromthe Fairbanks North
Star Borough to the Departnment of Natural Resources, as the
Chena River State Recreation Area is a state park.

Co-Chair WI ken noved for adopti on.

Co- Chair Green overviewed the explanatory statenent.
There bei ng no objection, Amendnent #67 was ADOPTED
Amendnment #69: This amendnent reads as foll ows.

1. Arendnent #5 and #13 created a slight inbalance: Anendnent
#13 shoul d change the amount for the Al aska Siberia Research
Center to $100,200 rather than $105,200. This correction
creates the "net zero" reallocation of projects.

2. Point of clarification only: Anmendnent #30 does not reduce
the total amount of the NPR-A inpact grant program antici pated
receipts it clarifies the anticipated distribution of the
grants to affected communities. The difference of the anount
of grant awards conpared to the anmount of the anticipated
receipts is the anount that is distributed by statute to the
Publ i ¢ Education Fund and the Power Cost Equalization fund.
3. Point of clarification only: Anendnent #33 Sport Fish
Hat cheries projects are contingent on the sale of the Revenue
Bonds. The projects are funded in the anount of the revenue
bonds.

4. Anendnent #35 and #36: add the following intent: "It is the
i nt ent of the Legislature that the Depart nent of
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Adm ni stration, Conm ssioner's Ofice distribute the general
fund appropriation of $4,350,000 across appropriation lines to
other state agencies to assist with the statew de services
chargeback obligations.” And "It is the intent of the
Legislature that all state agencies will reinburse the funds
as required by the Statew de Federal Cost Allocation Plan
chargeback to the I evel that the funds have been capitalized
for future statew de services needs."

5. Amendnent #37 technical correction: Near the bottom of the
anmendnent, where the Sec_ EFFECTI VE DATE (a) Section XX(a) is
effective July 1, 2005 - the second (a) shoul d have referenced
"(c)".

6. Point of clarification only: Amendment #38 Marine hi ghway
fuel increase is appropriated directly to the Departnment of
Transportation and Public Facilities, Marine Vessel (perations
and not into the marine highway system fund.

7. Point of clarification only: Anmendnent #39 - the |ast
allocation list should be $1, 000,000 to the Cold Bay Airport
Term nal Redevel opnent (not Sand Point).

8. Carification to the anended anendnent #50 that the project
title for $125,000 is for the "Arctic Wnter Ganmes Team

Al aska"
9. Anendnent #55 states "Municipality of Anchorage - 74th Ave
Pedestrian Facilities - Arctic Boulevard to Chad St." and

shoul d state 76th Ave...

10. Amendnents #52 through #56 were reallocating priority
projects that were originally identified under Gants to
Municipalities Page 24, lines 13-15. Wth the addition of
anendnents #52 - #56, Page 24, |lines 13-15 are del eted.

11. Page 121, Sec 56(b), line 9

Del ete: $2,723, 800

| nsert: $2,723,000 (corrects a mathematical error)

12. One section was m ssion from Section 61. CONSTI TUTI ONAL
BUDGET RESERVE FUND. This section is required so that the
Departnent of Revenue can bal ance the State's cash flow at the
fiscal year end.

Add: (c) Unrestricted interest earned on investnent of the
general fund bal ances for the fiscal year ending June 30,
2006, is appropriated to the budget reserve fund (art. 1X
sec. 17, Constitution of the State of Alaska). The
appropriation made by this subsection is intended to
conpensate the budget reserve fund (art. IX sec. 17,
Constitution of the State of Al aska) for any |ost earnings
caused by use of the fund's balance to permt expenditure of
operating and capital appropriations in the fiscal year ending
June 30, 2006, in anticipation of receiving unrestricted
general fund revenue. The anount appropriated by this
subsecti on may not exceed an anmount equal to the earnings | ost
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by the budget reserve fund as the result of the use of noney
from the budget reserve fund to pernt expenditure of
operating and capital appropriations in the fiscal year ending
June 30, 2006, in anticipation of receiving unrestricted
general fund revenue.

13. Page 123, Sec 61(c), line 16

Del ete: $25, 000

| nsert: $167, 000

14. Section 65. EFFECTI VE DATE

(a) include "Sections 4 and 5"

(c) "Sections 1-5" is changed to "Sections 1-3"

Co- Chair WI ken noved for adopti on.

Ms. Blaisdell stated this anendnent corrects errors in amendnents
previously adopted by the Conmttee. She read the |anguage of the
amendnent into the record.

Ms. Blaisdell noted item #7 should read as foll ows.

7. Point of clarification only: Anmendnent #39 - the |ast
allocation |isted should be $1, 000,000 to Sand Poi nt.

7.26:36 PM
Senator O son requested clarification of item #7.

Ms. Bl aisdell explained the allocation of funds would be nmade to
Sand Poi nt.

7:27: 32 PM

Ms. Blaisdell continued reading the |anguage of the amendnents
| anguage.

Wt hout objection, Anendment #69 was ADOPTED. [No formal action was
taken on the proposed anendnment to the amendnent. The Conmittee's
intent is assuned that the anmendnent was anended. ]

7:30: 33 PM

Amendnent #70: This anmendnent del etes the | anguage of Section 6.
DEPARTMENT OF TRANSPORTATI ON AND PUBLI C FACI LI TIES., on page 91
lines 1 through 16 and inserts a new bill section to read as
foll ows.

Sec. 6. DEPARTMENT OF TRANSPORTATION AND PUBLIC
FACILITIES. Subject to Sec. 62 of this Act, the sum of
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$62, 000,000 is appropriated from the Al aska capital income
fund to the Departnent of Transportation and Public Facilities
for the following projects in the amunts stated, subject to
real | ocati on anong the projects under AS 37.07.080(e):

AMOUNT
Fromthe General Fund
McCarthy Road, major nmintenance $2, 000, 000
Denal i Borough, Stanpede Road | nprovenents 5, 000, 000
Chena overfl ow bridge for gas pipeline
DeLong Mount ai on, port expansion EIS 2, 000, 000
Conpl eti on
North Sl ope, Foothills West Road EI S 4, 000, 000
North Sl ope, Bullen Point EIS 5, 000, 000
Dal t on Hi ghway, surfacing upgrades 9, 000, 000
Dal t on H ghway, Washi ngton Creek Bridge 3, 500, 000
Ri chardson Hi ghway, hi ghway passing | anes 7, 500, 000
M1l e Post 265-341
Ri chardson Hi ghway, Shaw Creek Bridge 2, 500, 000
Kenai Peninsul a: Kalifornsky Beach Road 11, 000, 000
Rehabilitation
| ndustrial Roads 7, 000, 000

Acconpanyi ng expl anatory | anguage reads as foll ows.

Note: all of the above road projects are classified as
"Resource Devel opnent Projects" and are using revenues from
the interest earnings of the AVHESS settl| enent.

Co- Chair W/I ken noved for adopti on.

Co-Chair WIlken then offered a nmotion to anmend the amendnent to
reduce the allocation to Industrial Roads from$7 mllion to $3.5
mllion and insert a new Wckersham Street Upgrade - Fairbanks
project and allocate $3.5 nmillion to that project.

Co-Chair Geen clarified the anendnent to the amendnent woul d have
a net zero inpact on the provisions of the amendnent.

Senator Hoffrman asked the location of the industrial roads and
whi ch of those industrial road projects would be elimnated by the
anmendnent of the anendnent.

7:32:19 PM

Ms. Blaisdell replied that nost of the roads were included as

projects in the Governor's proposed FY 06 capital budget. She
detailed the |l ocation of each road listed in the anmendnent.
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Co-Chair Wl ken and Ms. Bl ai sdell established the | ocation of the
r oads.

Co-Chair Geen clarified that Senator Hof fman was i nquiring about
the industrial roads.

Ms. Bl aisdell explained that the classification of industrial roads
is discretionary by the Departnent and are "high use roads"
utilized by heavy equi prent.

7:34:50 PM

Co- Chair Green announced that the Comm ttee anended Anendnent #70,
as proposed by Co-Chair WIken. She requested the Departnent
respond to Senator Hof fman's question.

JOHN MACKI NNON, Deputy Comm ssioner of H ghways and Public
Facilities, Departnent of Transportation and Public Facilities, was
unable to imediately state which projects would be elimnated.
Sone of the funds proposed for this itemare intended for "projects
of opportunity that come along”. The reduced anount would be
adequat e.

Senat or Hof f man requested identification of sone industrial roads.
7:36:19 PM

M. MacKi nnon told of a suspended project on the Culver R ver Road,
efforts undergoi ng on the "Pebbl e Copper"” including reconnai ssance

engi neering, prelimnary environnmental inpact statement (EIS)
activities and coordination work with Northern Dynasty.

Senator Stedman clarified the allocation to the industrial roads
itemis a discretionary fund for use projects intended to expand
resource devel opnent.

M. MacKi nnon affirnmed the characterization.

Co- Chair Green announced that Anendnment #70 was ADOPTED.

Ms. Blaisdell stated that although the anmendnent stipul ates general
funds as the funding source, the appropriation would be nade from
interest earnings from the comonly referred to Anmerada Hess
account of the Al aska Pernanent Fund.

Senator Hoffrman called a point of order in that no action was taken
on the notion to anmend t he anmendnent.
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Co-Chair W/I ken noved for adoption of Amendrment #70 as ANMENDED.

Wt hout objection the anmended anendnent was ADOPTED.

7:37:45 PM

Amendment #71: This anmendnent reads as foll ows.

The follow ng projects are appropriated under a new program
classification called "Congestion Mtigation and Safety
Initiative"

Techni cal Change:

Assign this programclassification to the projects |isted
on page 47, lines 7-19

Add t he foll ow ng proj ects to this pr oj ect
classification:

AMOUNT

Fromthe General Fund

Dow i ng Road East $19, 000, 000
*Fai rbanks, W/I bur Street Extension 1, 000, 000
*Fai r banks, 2nd Avenue, More Street 2, 500, 000

Real i gnnment and New Airport Way Intersection

A enn Hi ghway Corri dor 30, 500, 000
Tudor Bragaw | ntersection 7, 000, 000

*The two Fairbanks projects reflect the passage of Anendnent
#29 and are not intended to duplicate funding for these
proj ects.

Co- Chair WI ken noved for adopti on.

Co-Chair

Green announced this anendnent would be NOT OFFERED to

defer to Anendnent #71A.

Anmendment #71A: This amendnent reads as foll ows.

The follow ng projects are appropriated under a new program
classification called "Congestion Mtigation and Safety
Initiative"

SFC- 05

Techni cal Change:

Assign this programclassification to the projects listed
on page 47, lines 7-19

Add t he fol |l owi ng proj ects to this pr oj ect
classification:

AMONT

Fromthe General Fund

Dow i ng Road East $19, 000, 000
*Fai rbanks, W/ bur Street Extension 1, 000, 000
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*Fai r banks, 2nd Avenue, More Street 2, 500, 000
Real i gnnment and New Airport Way I ntersection

d enn Hi ghway Corri dor 30, 500, 000
Tudor Bragaw I ntersection 7, 000, 000
Prince of Wales: Hollis to Kl awock Pavenent 5, 000, 000
Sitka: Rocky Guitierrez Airport Access 3, 500, 000
| mpr ovenent s
Fai r banks: Gaffney Road Upgrade 6, 250, 000
Fai rbanks: Cartright Road Extension 3, 650, 000
None: City Streets, Phase 2 5, 000, 000
Juneau: d acier H ghway Road Extension 5, 000, 000
Kodi ak: Rezanof Drive Rehabilitation 4, 300, 000

Lighting and Intersection Safety | nprovenents
*The two Fairbanks projects reflect the passage of Anendnent
#29 and are not intended to duplicate funding for these
proj ects.

Co- Chair Green, sponsor of the anendnment, anended the anendnent to
reduce the appropriation to the Kodiak project from$4.3 nmillion to
$1 mllion and insert a new Qtneloi Wy Rehabilitation project and
$3.3 million appropriation to that project.

Co-Chair WI ken noved for adoption of the amendnent as ANMENDED.
7:39: 09 PM

Senat or Hof f man asked whet her the Governor requested funding for
all the listed projects or whether sonme were included at the
request of the House of Representatives.

7:39:21 PM

Ms. Blaisdell |isted the Dowing Road, G enn H ghway and Tudor
Bragaw projects as included in the Governor's budget request. The
two projects marked with an asteri sk had been anended by an earlier
anendnent. The remaining projects included in the unanmended
anmendnent were proposed by the House of Representatives and the
amendnent to the anmendnent reflects intent of the Senate Finance
Comm ttee.

Co-Chair WIlken pointed out that all the projects located in
Fai rbanks are included in the Fairbanks Metropolitan Area
Transportation System (FMATS) "al |l ocation for Fairbanks".

Co-Chair Geen restated the anendnment to the amendnent.

Co-Chair Geen asked if there was any objection to Arendnent #71A,
as amended.
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AT EASE 7:41:28 PM/ 7:43:01 PM

Co-Chair Geen directed attention to Anendnent #70 as anended and
announced a "point of clarification" that the Wckersham Street
Upgrade - Fairbanks project and corresponding $3.5 mllion
appropriation should be deleted from that anendnent and inserted
into the | anguage of Anendnment #71A.

Ms. Blaisdell informed that such changes woul d reduce the anount of
the appropriation fromthe interest earnings of the fund source
commonly referred to as Anerada Hess from $62 nmillion to $58.5
mllion.

Senat or Hoffrman asked the total appropriation nade by Amendnent
#T1A.

Ms. Blaisdell |isted the anmbunt as $95.2 mllion.

AT EASE 7:45:20 PM/ 7:45:58 PM

Co-Chair WIlken offered a notion to rescind action taken in the
adopti on Anendnent #70 as anended.

Wt hout objection the action adopting the anmendnent was RESCI NDED

Co-Chair WIlken offered a notion to anend Anendnent #70, as
anended, to reflect the reduction of the total appropriation
anount. The amended anendnent as anended reads as foll ows.

Sec. 6. DEPARTMVENT OF TRANSPORTATION AND PUBLIC
FACILITIES. Subject to Sec. 62 of this Act, the sum of
$58, 500,000 is appropriated from the Al aska capital incone
fund to the Departnent of Transportation and Public Facilities
for the following projects in the amunts stated, subject to
real | ocati on anong the projects under AS 37.07.080(e):

AMONT

Fromthe CGeneral Fund

McCart hy Road, nmjor mmi ntenance $2, 000, 000

Denal i Borough, Stanpede Road | nprovenents 5, 000, 000
Chena overflow bridge for gas pipeline

DeLong Munt ai on, port expansion EI S 2, 000, 000

Conpl eti on

North Sl ope, Foothills Wst Road EI S 4, 000, 000

North Sl ope, Bullen Point EIS 5, 000, 000

Dal t on H ghway, surfacing upgrades 9, 000, 000

Dal t on Hi ghway, Washi ngton Creek Bridge 3, 500, 000
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Ri chardson Hi ghway, hi ghway passing | anes 7, 500, 000
M| e Post 265-341

Ri chardson Hi ghway, Shaw Creek Bridge 2, 500, 000
Kenai Peninsul a: Kalifornsky Beach Road 11, 000, 000
Rehabilitation
| ndustrial Roads 3, 500, 000
7:47:08 PM

Senat or Hof f man understood the interest earnings of that account is
approximately $30 mllion annually and asked if the undertaki ng of
the projects would therefore be nade over three fiscal years.

Ms. Bl aisdell affirmed.
Senat or Hof f man asked whi ch projects would be constructed first.

M. MacKinnon replied that a schedule was yet to be nade. He
predi cted the upgrades to the Dalton H ghway woul d begin as soon as
possible. The majority of the projects would be started in the
summer of 2006.

7:48: 20 PM

Senator Hoffman remarked that the funds would not be avail able
until three fiscal years had |apsed. The projects could not be
undertaken wi thout funding. He asked the tinefranme of the projects.

M. MacKi nnon indicated that construction would be scheduled to
"meet the cash flow "

Senat or Hof fman again asked the prioritization of the proposed
proj ects.

M. MacKinnon listed the Foothills Wst Road EIS and the Bullen
Point EIS as priorities. The Departnent would consult with the
Mur kowski Admi nistration to determine further prioritization.

Co-Chair G een announced that Anmendnent #71A, as anended, was
ANMENDED.

[Note: It is assuned that the Conmittee's intent is that the
amendnent to the amendnent is the aforenentioned insertion of the
W ckersham Street Upgrade - Fairbanks project and $3.5 mllion
general fund appropriation. It is assunmed that the Conmittee's
intent was that Amendnent #71A, as tw ce anended, was ADOPTED. ]

[Note: It is assunmed that the Conmttee's intent is that the notion
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to AMEND Anendnent #70, as anended, was incorporated. It was
assunmed that the Commttee's intent is that Arendnent #70, as tw ce
anended, was ADOPTED. ]

Amendnent #72: This anendnent increases the amount of the
appropriation nade in subsection (a) of Section 28. DEPARTMENT OF
NATURAL RESOURCES., on page 101, Ilines 6 through 8 from
$36, 902, 700. The amended | anguage reads as foll ows.

(a) The sum of $43,350,400 is appropriated from the
general fund to the Department of Natural Resources, fire
suppression activity, for operating costs for the fiscal year
endi ng June 30, 2005.

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

Amendnent  #73:. This anmendnent increases the general fund
appropriation to the Aircraft and Vessel Repair and M ntenance (HD
1-40) conponent of the Departnment of Public Safety on page 43
lines 10 and 11 from $1.2 mllion to $1.8 mllion. Acconpanying
expl anat ory | anguage reads as foll ows.

This anmendnent restores partial funding requested in the
Governor's capital budget. This project allow the departnent
to overhaul and repair departnment aircraft airfranes, |anding
gear and engines to ensure that aircraft are airworthy, safe
and dependable. This is necessary so that the departnent can
carry out its public safety, |aw enforcenent, and search and
rescue responsibilities. This project also allows for sone of
t he needed repairs, conversions, servicing and nai ntenance for
the larger patrol vessels as well as the smaller vessels to
ensure their safe and dependabl e operations during FY 06 and
beyond. Vessels are used for comercial fisheries enforcenent
and ot her trooper duties including search and rescue m ssi ons.

Wthout adequate funding for repair and maintenance, the

department likely will not be able to maintain all aircraft
and vessels at an appropriate |evel, and would have to take
sonme of these out of serve. This wll significantly curtai

t he departnent's enforcenent, search and rescue, and incident
response capabilities.

Co- Chair WI ken noved for adopti on.

Ms. Bl ai sdell overviewed the expl anatory statenent.
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7:50:54 PM

Senat or A son understood Ms. Bl aisdell to suggest that overhauls to
ai rpl ane engines at a cost of $600, 000 woul d be undertaken in one

year.
7:51: 38 PM

DAN SPENCER, Director, Dvision of Admnistrative Services,
Departnment of Public Safety, testified that the entire $600, 000
woul d not be utilized to fund aircraft-related projects. He |listed
ai rframe overhaul s of anphi bian vessels, engine overhauls, other
nodi fications, as well as funding set aside for emergency repairs.

There bei ng no objection, Amendnent #73 was ADOPTED

Amendnent #74: This anmendnent increases the appropriation to the
manuf act uri ng extensi on program nmade i n subsection (a) of Section
14. DEPARTMENT OF COMMVERCE, COVMUNI TY AND ECONOM C DEVELCPMENT., on
page 93, line 30 through page 94, line 4, from$1.2 mllion to $1.5
mllion and designates the funding source of the additional
$400, 000 as Busi ness License & Corporation Filing Fees and Taxes.
Acconpanyi ng expl anatory | anguage reads as foll ows.

Description: This anendnent will provide full funding for
Al aska participation in the National Mnufacturer's Extension
Program (MEP). The national programains to give a conpetitive
edge to smal |l busi nesses through overcom ng known barriers to
success for small manufacturers including limted budgets,
| ack of in-house expertise, and |ack of access to the newest
technol ogi es. The national program has assisted nore than
149,000 firnms through over 400 MEP centers whose sol e purpose
is to assist small manufacturers in process inprovenent,
application of technol ogy and busi ness practices. Conmunities
are anxious to participate in this program because a "virtual
store" is a viable way to expose their products to market and
rai se the | ocal econony. This program opens those conmunities
to a nationw de network of expertise in howto inprove their
product, the delivery of their product and their other
busi ness practices. The General Accounting Ofice found that
the MEP had a positive effect on performance in areas of
profits, sales, product quality, workplace technol ogy,
productivity, and custonmer satisfaction. In addition to the
federal and state funds, the communities will contribute "in
ki nd".

Co- Chair WI ken noved for adopti on.
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Co-Chair Geen outlined the explanatory statenent.
There bei ng no objection, Amendnent #74 was ADOPTED
7:53:18 PM

Amendrent  #75: This amendnent increases the general fund
appropriation to the Statewide Facilities Mintenance (HD 1-40)
conponent of the Departnent of Public Safety on page 44, lines 7
and 8 from $200, 000 to $500, 000. Acconpanyi ng expl anatory | anguage
reads as foll ows.

Thi s amendnent restores funding to the anount requested by the
Governor. The departnent has 17 facilities around the state
that need repair and nmi ntenance funding. The departnent has
only received repair and mai ntenance funding twice in the |ast
ten years, and sone of the repairs for these facilities have
reached the point where it need[s] to be addressed as soon as
possible. This includes heating and electrical repairs,
significant roof repairs to the Anchorage hangar, and ot her
def erred mai nt enance i ssues.

Co- Chair W/I ken noved for adopti on.

Co-Chair Green noted the |ocations of the proposed projects would
be statew de.

There bei ng no objection, Amendnent #75 was ADOPTED

7:53:52 PM

Amendrent #76: This amendnment inserts a new subsection to Section
22. OFFI CE OF THE GOVERNCOR., on page 98, following Iine 18 to read
as follows.

(d) The sum of $500,000 is appropriated fromthe genera
fund to the Ofice of the Governor, executive office, for work
related to the state gas pipeline and to bringing North Sl ope
natural gas to market, and other oil and gas projects for the
fiscal years ending June 30, 2005 and June 30, 2006.

Thi s amendnent al so provides for an effective date of July 1, 2004
for the provision in the new subsecti on.

Co-Chair WI ken noved for adopti on.

Co-Chair Green gave a brief explanation
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There was no objection and the anendnment was ADOPTED.
7:54:23 PM

Amendnent #77: This anmendnent inserts a new Minicipality of
Anchorage - Raspberry Road Extension - Mnnesota Drive to Rovenna
Street conponent to the Gants to Miunicipalities (AS 37.05.315)
BRU, Departnent of Commrerce, Conmunity and Econom c Devel opnment on
page 8, lines 11 and 12 and appropriates $2.4 mllion general funds
to the conponent. Acconpanying explanatory |anguage reads as
foll ows.

MOA will match the state funds in the anmount of $1, 550, 000.
This mnor arterial is a mssing transportation |link and the
muni ci pality plans to construct the Rovenna Street to Arctic
Boul evard link. Construction funding for the State's |arger
project to connect Raspberry Road to Dowing Road in this area
is not expected before 2010. In 2003, the project was a high
priority of the MJA 70/30 program which has been
di scontinued. The residents of the area of this project
support it whol eheartedly but only if both the State and the
Muni ci pal sections of the extension are done at the same tine.
The Municipal section is up for design and construction and
t he design and construct for the State extension shoul d happen
at the sane time. This project serves to relieve congestion
and is necessary to conplete the long-term plan to connect
Raspberry and Dow ing for a nmuch needed additional East-Wst
corridor.

Co- Chair WI ken noved for adoption.

AT EASE 7:54:35 PM/ 8:03:40 PM

There bei ng no objection, Amendnent #77 was ADOPTED

Amendrent  #78: This anendnent inserts a new Minicipality of
Anchorage - Pavenent Rehabilitation Projects, 50/50 Matching G ant
conponent in to the Gants to Miunicipalities BRU Departnent of
Commerce, Community and Econom c¢ Devel opnent on page 8, lines 11
and 12 and appropriates $2,275,000 general funds to the conponent.
Acconpanyi ng expl anatory | anguage reads as foll ows.

The MOA will match the state funds for a total of $1, 000, 000.
The conbi ned amobunts will fund approximately 10 MOA projects
area-w de.

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

Amendnent  #79: This anendnent inserts a new Minicipality of

Anchorage - Strawberry Road/Jewel Lake Road Intersection

| nprovenents conponent in to the Gants to Minicipalities BRU,

Departnent of Commerce, Conmmunity and Econom c¢ Devel opnent on page

8, lines 10 and 11, and appropriates $1.3 mllion general funds to

t he conponent. Acconpanyi ng expl anatory | anguage reads as foll ows.
This project will include signalization, channelization, and
pedestrian inprovenents at the intersection of Strawoerry Road
and Jewel Lake Road.
The municipality is providing mtching funds for the
Strawberry Road portion, which is nunicipally owned.

Co-Chair W/ ken noved for adoption.

Co- Chair Green announced that Amendnent #79 was W THDRAWN

[ NOTE: This Amendnent was re-considered |ater.]

Co- Chair Green announced that Amendnent #80 was W THDRAWN

[ NOTE: This Amendnent was re-considered |ater.]

Co- Chair Green announced that Amendnent #81 was W THDRAWN

[ NOTE: This Amendnent was re-considered |ater.]

Co- Chair Green announced that Amendnent #82 was W THDRAWN

[ NOTE: This Amendnent was re-considered |ater.]

AT EASE: 8:04:44 PM/ 8:05:23 PM

Amendnent  #79: This anendnent inserts a new Minicipality of
Anchorage - Strawberry Road/Jewel Lake Road Intersection
| nprovenents conponent in to the Gants to Minicipalities BRU,
Departnent of Commerce, Conmmunity and Econom c¢ Devel opnent on page
8, lines 10 and 11, and appropriates $1.3 mllion general funds to
t he conponent. Acconpanyi ng expl anatory | anguage reads as foll ows.

This project will include signalization, channelization, and
pedestrian inprovenents at the intersection of Strawoerry Road
and Jewel Lake Road.

The municipality is providing mtching funds for the
Strawberry Road portion, which is nunicipally owned.
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Co- Chair WI ken noved for adopti on.
Co- Chair Green overviewed the explanatory statenent.

Senator Hoffrman requested an explanation of the nunicipality-
provi ded nmat chi ng funds.

8:06: 40 PM
JAMES ARMSTRONG, Staff to Co-Chair Wl ken, informed of the recent
bond i ssuance by the Minicipality of Anchorage. Revenues generated

from these bonds would be appropriated to nmatch the State
appropriation.

8:07:18 PM

Co-Chair Green asked if the ratio of nunicipal funding to State
fundi ng woul d be equal

M. Arnstrong understood this to be so.

W t hout objection the Armendnent #80 was ADOPTED

8.07:41 PM

Amendnent  #80: This anendnent inserts a new Minicipality of
Anchorage - Pintail Street at Huffman Road Safety | nprovenents
conponent in to the Gants to Miunicipalities BRU Departnent of
Commerce, Community and Econom c Devel opnent on page 8, lines 10

and 11 and appropriates $490,000 general funds to the conponent.
Acconpanyi ng expl anatory | anguage reads as foll ows.

This project wll construct safety and channelization
i nprovenents on Pintail Street. |Inprovenents are expected to
i ncl ude pavenent, a northbound right-turn |ane onto Huffman
Road, and street lighting. Project design has been funded. The
project will inprove safety.

Co-Chair W/ ken noved for adoption.
The amendnment was ADOPTED wi t hout obj ecti on.

Amendnent #81: This anmendnent inserts a new Minicipality of
Anchorage - Fl ooding and 3 aciations Projects, 50/50 Matching G ant
conponent in to the Grants to Miunicipalities BRU Departnment of
Commerce, Community and Econom c Devel opnent on page 8, lines 10
and 11 and appropriates $500,000 to the conponent. Acconpanying
expl anat ory | anguage reads as foll ows.
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The MOA will match the state funds for a total of $1, 000, 000.
The conbi ned amobunts will fund approximately 18 MOA projects
area-w de.

Co- Chair W/I ken noved for adopti on.
There being no objection, the amendnent was ADOPTED
8:08: 06 PM

Amendnent  #82: This anendnent inserts a new Minicipality of
Anchorage - Pedestrian Safety Projects, 50/50 WMtching G ant
conponent in to the Gants to Miunicipalities BRU Departnent of
Commerce, Community and Econom c Devel opnent on page 8, lines 10
and 11 and appropriates $500,000 general funds to the conponent.
Acconpanyi ng expl anatory | anguage reads as foll ows.

The MOA will match the state funds for a total of $1, 000, 000.
The conbi ned amounts will fund approxi mately 13 MOA pedestri an
safety projects area-w de.

Co- Chair W/I ken noved for adopti on.
Wt hout objection the amendnent was ADOPTED.
8.08:24 PM

Arendnment #83: This anendnent inserts a new bill section to read as
foll ows.

Section X. DEPARTMENT OF COWERCE, COVWMUNI TY AND ECONOM C
DEVELOPMENT. The sum of $275,000 is appropriated from the
general fund to the Departnent of Comrerce, Community and
Econom ¢ Devel opnment for a grant to the Atwood Foundation to
assist with the review of the CDQ Program including state
regul ati ons.

Thi s amendnent al so provides an effective date of May 10, 2005 for
FY 05 and FY 06 for the added section.

Senat or Hof f man announced that the anendnent woul d be NOT OFFERED

AT EASE 8:08:55 PM/ 8:09:49 PM

Amendnent #84: This anendnment inserts a new lnuit Crcunpolar
Conference - Al aska conmponent to the Gants to Naned Recipients (AS
37.05.316 BRU, Department of Commerce, Community and Econom c
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Devel opnent on page 3, lines 30 and 31 and appropriates $150, 000
general funds to the conponent.

Senator O son noved for adoption.

There being no objection the anendnent was ADOPTED

Amrendnent  #84 Part |1: This anmendnent deletes the City of
Unal akl eet - Unal akl eet Equi pnment Purchase and Repair (HD 40)
conponent from the Gants to Minicipalities BRU Departnment of
Commerce, Comrunity and Econom c Devel opnent on page 12, lines 31

t hrough 33, and del etes the $75,000 general fund appropriation to
t he conponent.

This anmendnent also inserts a new lnuit G rcunpol ar Conference -
Al aska conponent in to the Gants to Nanmed Recipients BRU,
Departnment of Commerce, Conmunity and Econom ¢ Devel opnment on page
3, lines 30 and 31, and appropriates $75,000 to the component.

Co- Chair Green announced this anmendnment woul d be NOT OFFERED

AT EASE 8:10:21 PM/ 8:12:26 PM

Amendnent  #85: This amendnent inserts a new Al aska Wrks
Partnershi p Pipeline Training Equi pment conponent in to the Grants
to Naned Recipients BRU, Departnent of Conmerce, Community and
Econom ¢ Devel opment on page 3, lines 30 and 31, and appropriates
$1.5 mllion to the conponent. The funding source is not indicated.
Acconpanyi ng expl anatory | anguage reads as foll ows.

Al aska Wrks Partnership desires to participate in the A aska
Technical and Vocati onal Education Program (TVEP) by
increasing the contribution from.10% to .130% for pipeline
trai ning and equi pnent needs. This increase should raise an

additional $1.5 mllion per year for federally registered
jointly admnistered |abor/managenent training trusts in
Al aska.

Co-Chair Green announced this anmnendment woul d be NOT OFFERED

Amendnent #86: This anmendnent increases the appropriation to the
City of Delta Junction - Road | nprovenents conponent in the Gants
to Minicipalities BRU, Departnment of Commerce, Comunity and
Econom ¢ Devel opnent on page 9, lines 14 and 15 from $100, 000 to
$300, 000. The funding source of the additional anpbunt is not
speci fi ed.

Co-Chair WI ken noved for adopti on.
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Co-Chair Green noted the increase of $200,000 to this project.
There bei ng no objection, Amendnent #86 was ADOPTED
8.12:38 PM

Amendnent #87: This anmendnent increases the appropriation to the
Chi ckal oon Fire Service Corp. - Equipnment and Training (HD 7-11)
conponent of the Gants to Minicipalities BRU, Departnent of
Commerce, Comrunity and Econonmi c Devel opnent, on page 5, lines 13
through 15 from $30,000 to $55,000. The funding source of the
addi ti onal anount is not specified.

Co- Chair W/I ken noved for adopti on.

Co- Chair G een noted the increase of $25,000 to this project.
There bei ng no objection, Amendrment #87 was ADOPTED

8:12:53 PM

Amendment #88: This amendnent reads as foll ows.

Depart ment of Comrerce, Conmunity and Econom c Devel opnent
Grants to Municipalities

$500,000 is appropriated to the Departnment of Comerce,
Community and  Economic Devel opnent , Ofice of t he
Comm ssioner, as a grant to the Cty of Glena for the
engagenent of experinmental |egal and technical analysis in the
preparation of a series of required white papers to address
public concerns and regul ation requirenents for the proposed
m ni - nucl ear power plant at Gal ena.

Co- Chair WI ken noved for adoption.

Co-Chair Geen noted a friendly anendnment to the anendnent, of
which she is the sponsor, to delete "experinental” and insert
"expert". No Committee action is required and the anmendnent was
AVENDED

Ms. Blaisdell furthered that "Ofice of the Conm ssioner” should
also be deleted from the |anguage of the anmendnent. She then
outlined the anendnent.

Wt hout objection the amended anmendnent was ADOPTED

[ The intent of the Commttee is assuned that the del etion suggested
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by Ms. Blaisdell was made to the | anguage of the anmendnent. ]
8:14:12 PM

Amendnent #89: This anendnent inserts a new Cook Inlet Tribal
Counci| - Devel opnent of Del ancey Street and Hchanl yut conponent to
the Gants to Naned Recipients BRU Departnent of Conmerce,
Conmuni ty and Econom ¢ Devel opnent on page 3, lines 30 and 31, and
appropri ates $100, 000 to the conmponent. The funding source is not
speci fi ed.

Co- Chair W/I ken noved for adopti on.
Co-Chair Green announced this anendment woul d be W THDRAWN.

Amendrent #90: This anendnment inserts a new Gty of Val dez - Harbor
| nprovenents and Maintenance conponent in to the Gants to
Muni ci palities BRU, Departnent of Commerce, Comunity and Econom c
Devel opnment, on page 8, lines 10 and 11, and appropriates $500, 000
to the conponent. The funding source is not specified. Acconpanying
expl anat ory | anguage reads as foll ows.

This appropriation will in essence turn over the operation of
the Valdez City Harbor to the city.

Co-Chair Green announced this anendment woul d be NOT OFFERED
8:14:31 PM

Amendnent  #91: This anendnent inserts a new Alaska Loggers
Associ ation Retirenment Plan and Trust (for paynent to the Pension
Benefit Guaranty Corporation) conmponent in to the Grants to Naned
Reci pients BRU, Departnment of Comerce, Community and Econom c
Devel opnent on page 3, lines 30 and 31, and appropriates $500, 000
general funds to the conponent.

Co- Chair WI ken noved for adopti on.

The amendnent was ADOPTED wi t hout obj ecti on.

Amendnent  #92: this amendnent increases the general fund
appropriation to the Facilities Deferred Miintenance and Critical
Repairs (HD 1-40) conponent of the Departnent of Transportation and
Public Facilities on page 46, lines 7 through 9, from$1.25 mllion
to $4 mllion.

This anmendnent also inserts a new Statew de: Airport Lease Lots
Devel opnent conmponent to the Departnent of Transportation and
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Public Facilities on page 45, line 32, and appropriates $2 mllion
general funds to the conponent.

Co-Chair W/ ken noved for adoption.
Ms. Bl ai sdell outlined the anendnent.

Senat or Hof f man asked what airports would be involved in the second
conponent of the anmendnent.

8:15:43 PM

NANCY SLAGLE, Director, Division of Admnistrative Services,
Departnment of Transportation and Public Facilities, testified that
several rural airports would be appropriate for the devel opnent of
| ease lots, including those |ocated at Barrow, Deadhorse, None,
Bi rchwood, Bethel, WIlow, Sitka, Hoonah, and Haines. Land in the
sel ected | ocations woul d be cleared, graded and ot herw se prepared
for devel opment by private investnents.

8:16:28 PM

Co-Chair Geen asked if the airports would subsequently becone
i ncome produci ng.

Ms. Sl agle answered yes.

Senat or O son questioned the denmand for the | and | ocated near the
Hai nes airport.

8:16:56 PM

Ms. Slagle replied that sone | and coul d be devel oped for aircraft
hangers.

8.17:22 PM

There bei ng no objection, Amendrment #92 was ADOPTED

8.:17:31 PM

Amendnent #93: This anmendnent increases the appropriation to the
AHFC Birch Park Wndow Replacenent (HD 7-11) conponent of the
Al aska Housi ng Fi nance Corporation BRU, Departnent of Revenue, on
page 44, lines 25 and 26, from $650,000 to $1, 323,000 ot her funds.
Acconpanyi ng expl anatory | anguage reads as foll ows.

Thi s amendnent restores the full funding request for the Birch
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Par k W ndow Repl acenment project.

The project utilized Corporate (AHFC) funds to replace all the
wi ndows at Birch Park | and Birch Park 11 in Fairbanks.
Repl acenent of these windows wll reduce energy |oss and
increase confort for the residents. These wi ndows need to be
replaced to mintain the structural integrity of the
buil di ngs. The new windows wll be commercial grade wth
standardi zed hardware. This project wll [lower routine
mai nt enance costs and provide for health and safety issues
i.e. fire egress and security.

Co-Chair W/ ken noved for adoption.

Co-Chair Geen clarified the changes nmade to the amendnment before
it was submtted for consideration

Co- Chair Green announced t he amendnent was ADOPTED

Arendnment #44: This anendnent inserts a new subsection into Section
22. OFFICE OF THE GOVERNOR., on page 98, line 9 to read as fol |l ows.

(a) Section 8(a), ch. 6, SLA 2005, is anmended to read:

(a) The sum of $375,000 is appropriated from
the general fund to the Ofice of the Governor for
direct support of national efforts to open the
coastal plain of the Arctic National WIdlife
Refuge for oil and gas exploration and devel opnent,
and other oil and gas and natural resource
devel opnent projects, for the fiscal years ending
June 30, 2005, and June 30, 2006.

New Text Underl i ned

Thi s anendnent then renunbers the existing subsections of Section
22 accordingly. Acconpanying explanatory |anguage reads,
"Description: This extends the purpose of the appropriation.”

Thi s anendnent was tabled at the previous hearing.

Co-Chair Wlken offered a notion to withdraw the notion to adopt
t he anmendnent.

Wt hout objection the amendnent was W THDRAVWN
Amendnent  #85: This anendnent inserts a new Al aska Wrks
Part nershi p Pi peline Training Equi pnent conponent in to the Gants

to Naned Recipients BRU, Departnment of Comrerce, Community and
Econom ¢ Devel opnment on page 3, lines 30 and 31, and appropriates
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$1.5 mllion to the component. The fundi ng source is not indicated.
Acconpanyi ng expl anatory | anguage reads as foll ows.

Al aska Wrks Partnership desires to participate in the A aska
Technical and Vocati onal Education Program (TVEP) by
increasing the contribution from.10% to .130% for pipeline
trai ning and equi pnent needs. This increase should raise an
additional $1.5 million per year for federally registered
jointly admnistered |abor/managenent training trusts in
Al aska.

Co-Chair Geen had announced earlier in the neeting that this
amendnment woul d not be consi dered.

Senat or Hof f man asked the reason for this action and whether the
State appropriation would garner federal funding to "bring in
substantial training dollars to the State.™

Co-Chair Geen replied that she had not received adequate
information on the nerits of the proposal.

Senat or Hof fman requested the Departnment of Labor and Workforce
Devel opnent respond to questions on the amendnent.

8:19:41 PM

QUY BELL, Assistant Conmm ssioner, Departnent of Labor and Wrkforce
Devel opnent, testified that the Technical Vocational Education
Program is a fund derived from enployee contributions. These
contributions are statutorily limted to .10 percent of an
enpl oyee's earnings. The funds are distributed to various entities
and woul d be insufficient to fund the new conponent.

Senat or Hof fman stressed that the training would be necessary to
provi de jobs constructing the proposed natural gas pipeline.

M. Bell reiterated that increasing the percent wthheld from
enpl oyee earnings woul d require statutory changes.

M. Bell also noted the appropriation would not secure federa
funding, only State funds woul d be invol ved.

Amendrent  #45: This anendnment adds "and other oil and gas and
natural resource devel opment projects” to subsection (a) of Section
22. OFFICE OF THE GOVERNOR., on page 98, lines 9 through 12. The
amended subsection reads as foll ows.

(a) The sum of $125,000 is appropriated fromthe Al aska
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Per manent Fund Corporation receipts to the Ofice of the
Governor for direct support of national efforts to open the
coastal plain of the Arctic National WIldlife Refuge for oi
and gas exploration and devel opnent, and other oil and gas and
natural resource devel opnent projects, for the fiscal years
endi ng June 30, 2005, and June 30, 2006.

Acconpanyi ng expl anatory | anguage reads, "Description: This expands
t he purpose of the appropriation.”

A notion to adopt the anmendnent was tabled at the previous hearing.

Co-Chair WIlken reoffered his notion for adoption. He read the
| anguage of the amendnment into the record.

8:24:04 PM

Co-Chair Geen clarified this | anguage woul d not duplicate | anguage
adopted in a separate anendnent.

Ms. Bl aisdell affirnmed.
There bei ng no objection, Amendrment #45 was ADOPTED

Amendnent #52: This anendnent inserts a new Fraternal Oder of
Alaska State Troopers (FOAST) Photo/Video Project Program
| mpl ement ati on conponent to the G ants to Named Recipients BRU

Departnent of Commerce, Conmmunity and Econom c Devel opnent on page
3, lines 30 and 31 and appropri ates $50, 000. The fund source is not
speci fi ed.

[ Note: A notion to adopt the amendnent was tabled at the previous
heari ng. ]

Co-Chair WI ken noved for adoption. At Co-Chair Geen's request he
outlined the amendnent.

There bei ng no objection, Amendnent #52 was ADOPTED
8:25:16 PM

Amendnent #53: This amendnent inserts a new Cty of Adak - Adak
Arctic Shuttle Pre-Feasibility Study conponent to the Gants to
Municipalities (AS 37.05.315) BRU, Departnent of Comerce,
Communi ty and Econom ¢ Devel opnent on page 8, lines 11 and 12 and
appropriates $50,000 to the conponent. The fund source is not
speci fi ed.
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[ Note: A notion to adopt the amendnent was tabled at the previous
heari ng. ]

Co-Chair W/ ken noved for adoption.
There bei ng no objection, Amendrment #53 was ADOPTED

AT EASE 8:25:42 PM/ 8:34:59 PM

Co- Chair G een announced that Anendnent #63, which was tabled at
t he previous hearing, would be reviewed and possi bly anended.

Arendnment #83: This anendnent inserts a new bill section to read as
foll ows.

Section X. DEPARTMENT OF COVWMERCE, COVMUNITY AND ECONOM C
DEVELOPMENT. The sum of $275,000 is appropriated from the
general fund to the Departnent of Comrerce, Community and
Econom ¢ Devel opnent for a grant to the Atwood Foundation to
assist with the review of the CDQ Program including state
regul ati ons.

Thi s amendnent al so provides an effective date of May 10, 2005 for
FY 05 and FY 06 for the added section.

[ Note: Senator Hof fman announced earlier in the neeting that this
anmendnent would not be offered and no action was taken on the
anmendnent . ]

Senator A son, at the direction of Co-Chair Geen, offered a notion
to rescind Committee action taken on Anendnent #83 and npved to
adopt the amendnent.

Wt hout objection the amendnent was ADOPTED.

Co-Chair Green understood that Anendnent #83 would have a FY 06
effecti ve date.

Senator O son affirned.

8.36:57 PM

Co-Chair Geen directed attention to information distributed to
nmenbers [copy not provided.] She described the information as "a
letter, a copy of a packet of letters that are the result of an
adverse decision.”

ART CHANCE, Di rector, Labor Rel at i ons, Depart ment of
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Adm nistration, testified that the State lost in arbitration, a
dispute with the teachers unit at the M. Edgecunbe school

i nvol vi ng conpensation for a preparatory period during the workday.
The school schedul e had been changed to include this additiona

period and the arbitrator ruled that the teachers nust be
conpensated for the additional hours they were required to work. A
deci sion was nmade to maintain the schedule for the remai nder of the
school year. As a result, approximtely $170,000 in additiona

funding is needed. The cl ass schedul e woul d be changed for the next
school vyear.

Co-Chair Geen remarked that the information was provided as a
proposed anmendnent. It was not her intent to offer the anmendnent
because such a precedent should not be set.

8:40: 30 PM

M. Chance infornmed of the statutory requirenent that the
Departnment report this information to the legislature, as it
inplicates nonetary terns for consideration at the discretion of
the legislature. The possibility that the arbitration ruling could
be reversed in court was considered and deened unlikely by the
Departnment of Law. He stated, "Absent your telling us that you
di sapprove under Section 215 of [indiscernible], we are bound by
the awful award of the arbitrator."”

Co- Chair Green avowed, "W do object to paying this."

AT EASE 8:41:40 PM/ 8:48:53 PM

Amendnent #45: This anendnent adds "and other oil and gas and
natural resource devel opnent projects” to subsection (a) of Section
22. OFFICE OF THE GOVERNOR., on page 98, lines 9 through 12. The
anmended subsection reads as foll ows.

(a) The sum of $125,000 is appropriated fromthe Al aska
Per manent Fund Corporation receipts to the Ofice of the
Governor for direct support of national efforts to open the
coastal plain of the Arctic National WIldlife Refuge for oi
and gas exploration and devel oprment, and other oil and gas and
natural resource devel opnent projects, for the fiscal years
endi ng June 30, 2005, and June 30, 2006.

Acconpanyi ng expl anatory | anguage reads, "Description: This expands
t he purpose of the appropriation.”

[ Note: This anendnent was adopted earlier in the neeting.]
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Co-Chair WIlken offered a notion to rescind action previously taken
i n adopting the amendnent.

There being no objection, the action in adopting the anmendnent was
RESCI NDED.

Amendnent #95: This anmendnent changes the | anguage of subsection
(a) of Section 22. OFFICE OF THE GOVERNOR., on page 98, lines 9
t hrough 12. The anended | anguage reads as foll ows.

(a) The sum of $125,000 is appropriated fromthe general fund
to the Ofice of the Governor for direct support of national
efforts to open the coastal plain of the Arctic National
Wldlife Refuge for oil and gas exploration and devel oprent,

and other oil and gas and natural resource devel opnent
projects, for the fiscal years ending June 30, 2005, and June
30, 2006.

Acconpanyi ng expl anatory | anguage reads, "This expands the purpose
of the appropriation.”

Co-Chair Geen noted this |anguage woul d repl ace the | anguage of
Amendnent #45.

There bei ng no objection, Amendnent #95 was ADOPTED

Amendnent  94: This anmendnent changes the funding sources of
appropriations made in Section 21, GAS PIPELINE, on page 96, line
19, through page 98, line 8, from general funds and Al aska
Per manent Fund Corporation receipts, to general funds exclusively.
Co- Chair WI ken noved for adopti on.

Co-Chair Green outlined the anendnent.

Co-Chair WIken noted the appropriation is for activities intended
to prepare for a natural gas pipeline.

8:49: 55 PM
Senat or Hof f man asked if the only change is the fundi ng source.

Co-Chair Geen affirmed the Al aska Permanent Fund Corporation
recei pts would be replaced with general funds.

There bei ng no objection, Amendnent #94 was ADOPTED

8:50: 30 PM
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Senator A son clarified that the effective date of Anmendnent #83
shoul d be May 10, 2005.

AT EASE 8:51:08 PM/ 8:52:40 PM

Senator A son further reiterated that the effective date of May 10,
2005 applies to the fiscal years ending June 30 2005, and June 30,
2006.

Co-Chair Green deened that the clarification was adopt ed.
8:53:11 PM

Co-Chair Geen announced the conclusion of consideration of
anmendnents to the operating budget.

Ms. Blaisdell requested the Commttee grant authority to the
Division of Legislative Finance and the D vision of Legal and
Research Services to nake any necessary technical and conform ng
changes.

Co-Chair Geen affirmed, for the record, that this is the intent of
the Comm tt ee.

The bill was HELD in Committee.
#

ADJ OURNIVENT

Co-Chair Green adjourned the neeting at 08:54 PM

SFC- 05 (66) 05/ 05/ 05



