M NUTES
SENATE FI NANCE COW TTEE
February 2, 2006
9:05 a.m

CALL TO ORDER

Co- Chair Lyda G een convened the neeting at approximately 9:05:05
AM

PRESENT

Senator Lyda Green, Co-Chair
Senator Gary W1 ken, Co-Chair
Senat or Con Bunde, Vice Chair
Senator Fred Dyson

Senator Bert Stedman

Senat or Donny d son

Al so Attending: SENATOR GRETCHEN GUESS; PORTI A PARKER, Deputy
Comm ssioner, Departnment of Corrections; DEAN GUANELI, Chief
Assi stant Attorney CGeneral, Legal Services Section-Juneau, Cim nal
Di vision, Departnment of Law, PEGGY BROW, Executive Director,
Al aska Network on Donestic Violence and Sexual Assault; DAN FAUSKE,
Chief Executive Oficer, Al aska Housing Finance Corporation,
Department of Revenue; JOE DUBLER Finance Director, A aska Housing
Fi nance Corporation, Departnent of Revenue

Attending via Tel econference: Froman Ofnet Site: WALT MONEGAN,
Chief of Police, Miunicipality of Anchorage; From Anchorage: S| DNEY
Bl LLI NGSLEA, Attorney; M CHAEL MOTERLY, Attorney; BLAIR MCCUNE,
Attorney; CARA MCNAMARA, Attorney; DAN LIBBEY, Attorney; KEVIN
FI TZGERALD, Attorney; MARJORI E ALLARD, Attorney; BRADLEY H EBERT-
TRENER, Col | ege Student

SUMVARY | NFORMVATI ON

HB 217- FULL & TRUE VALUE OF TAXABLE MUNI PROP.
The bill reported from Comm ttee.

SB 218- CRI M NAL SENTENCI NG AND POLYCGRAPHS

The Conmittee heard from the bill's sponsor, the Departnent of
Corrections, the Departnment of Law, and took public testinony. A
commttee substitute was adopted and the bill was held in
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Conmittee.
SB 236- AK HOUSI NG FI NANCE CORP DI VI DEND

The Commttee heard from the Al aska Housi ng Fi nance Corporation
The bill reported from Comm ttee.

#hb217

HOUSE BILL NO 217(title am

"An Act relating to the determ nation of full and true val ue
of taxable nmunicipal property for purposes of providing
pl anni ng assi stance to the Departnent of Education and Early
Devel opnent and the legislature, calculating funding for
education, calculating school district participating shares
for school construction grants, and cal cul ating tax resource
equal i zati on paynents and excluding from that determ nation
the value of property in certain areas detached from a
muni ci pality and the value of certain property involved with
oil and gas that is not taxed by a nmunicipality."

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

9: 05:42 AM

Co-Chair Green stated that the bill had been held in Comrittee in
order to allow Menbers further tine to reviewit.

Co-Chair Wl ken noted that Senator d son had di scussed the bil
with his constituents and no further concerns were raised.

9: 05: 58 AM

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 HB 217(FIN) was REPORTED from
Conmittee with a new $98,500 fiscal note dated January 31, 2006
from the Departnment of Comrerce, Community and Economc
Devel opnent .

9:06:23 AM

#sb218

CS FOR SENATE BI LL NO. 218(JUD)
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"An Act relating to sex offenders; relating to reporting of
sex offenders and child kidnappers; relating to periodic
pol ygraph exam nati ons for sex offenders rel eased on probation
or parole; relating to sexual abuse of a mnor; relating to
sentencing for sex offenders and habitual crimnals; and
providing for an effective date."

This was the first hearing for this bill in the Senate Finance
Conmittee.
Senator Bunde, the bill's sponsor, stated that while some m ght

argue that there is no sexual offense problemin Al aska, he was of
a different mndset. The inclusion of three separate sex offense
articles in a recent edition of an [unspecified] Al aska newspaper
woul d underscore how "typical" the problemis in the State.

Senat or Bunde shared Federal Bureau of |Investigations (FBl)
statistics that specify Al aska as having "the highest per capita
rate of reported rapes” in the nation. It's nunber of reported
rapes is 71 percent higher than that of the next highest state, and
t he nunber of reported rapes "is just the tip of the iceberg", as
police officers would attest that a rapi st would have assaulted "a
great nunber of victins" before finally being caught.

Senat or Bunde infornmed there are currently 4,300 registered sex
offenders in the State "and sexual abuse continues to be a
probl em "

9: 09: 39 AM

Senator Bunde stated this bill would acconplish two things: it
woul d substantially increase prison sentences for those convicted
of sexual crinmes, specially those involving the sexual abuse of a
mnor; and it would require that sexual offenders on probation and
parol e nust submt to a pol ygraph exam nation

Senator Bunde noted that these provisions are included in a
proposed conm ttee substitute.

Senat or Bunde offered a notion to adopt CS SB 218, 24-1LS1307/ X, as
a wor ki ng docunent.

There being no objection, the conmttee substitute, Version "X',
was ADOPTED as the working docunent.

Senat or Bunde stated that research indicates there is a significant
i ncrease in conpliance for people on probation and parol e when they
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are subjected to polygraph testing, even though those tests would
be inadm ssible in court. "It is easy for people who are involved
i n deviant behavior to also be pretty skillful liars". They would
not be so successful in luring victins without that ability.

9:11: 01 AM

Senat or Bunde stated that when people on parole or probation are
subjected to polygraph testing, "the truthfulness” of their
conpliance increases by up to 70 percent. Anecdotal testinony has
i ndi cated that sone offenders want to relocate to Al aska because
there are no pol ygraph requirenments. A polygraph woul d be an asset
i n addressi ng habi tuated behavi or. "Soneone who is a sexual abuser
of either adults or children" is unlikely "to change their basic
behavior”. While rehabilitation efforts have been conducted,
evi dence woul d indicate that treatnent does not have a significant
effect on the recidivismrate of such offenders. Therefore, "the
only way to prevent the creation of future victins is sinply |ong
pri son sentences."

Senat or Bunde stressed, "it would be incunbent upon society to say
what our standards are." Alaska's high rate of sexual abuse and
assault is not representative of the goal. Wile long prison
sentences would be expensive, allowing these perpetrators to
continue their activities would negatively affect the public
"quality of life" and society would suffer expenses relating to
victinms of these crines. There would be a fiscal inmpact regardl ess.
This legislation "would be an investnent"” that should seriously be
consi der ed.

Senat or Bunde acknow edged the assistance provided by Senator
Gretchen GQuess, Senator Dyson, Co-Chair Geen, the Departnent of
Corrections, and the Departnent of Lawin the effort "to solve this
unfortunate problemfor Al aska".

Senat or Bunde requested Senator G etchen Quess assist in explaining
the bill.

9:15: 01 AM

SENATOR GRETCHEN GUESS, Senate District J, thanked Senator Bunde
for sponsoring this bill. Existing activities are "out of bal ance"
with the values of Al askans and how they view these crines.

Senat or Guess conmuni cated that there are five differences between
the Version "X' commttee substitute and the Senate Judiciary
version of the bill. The first change is located in Sec. 2(b) on
page 3 line 2 as foll ows.
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(b) Failure to report a sex offender or child kidnapper is a
cl ass A m sdeneanor.

Senator Quess stated that this would be a new provision to State
law. The penalty for this was originally proposed as a felony;
however, after consultant with the Departnment of Law, the penalty
for a first tinme occurrence was changed to a m sdeneanor due to the
fact that an offender could only be charged with a m sdeneanor the
first tinme they failed to register.

Senat or Quess stated the next change is located in Sec. 4(i)(3)(A
page five line two. The length of incarceration for a first tinme
felony conviction would be increased to "five to 15 years" rather
than "ten to 15 years" as depicted in the Senate Judiciary
conmttee substitute. This determ nati on was based on "the breadth
of crinmes" that are included in second-degree offenses. This would
al so assist in "overcomng sone of the Court hurdles" that are
antici pated. She noted that the nenbers of the Senate Judiciary
Conmittee are confortable with the range proposed in Version "X

9:17: 20 AM

Senator CGuess stated that the next change is |located in Sec. 7(0)
page 6 line 31 through page 7 line 8. Since the incarceration range
for second-degree of fenses was broadened, it was determ ned that
the Iength of probation should be increased. Therefore, while a
person mght receive "a |lesser sentence, they would be on
probation” for a longer period of tinme. An unclassified felony
woul d require 15 years of probation, a Class A or B felony, would
require a ten-year probation, and a Cass C felony would require a
five-year probation period. Input fromthe Departnent of Law and
t he Departnent of Corrections was received in this regard.

Senat or Quess stated that two new provisions were incorporated into
Version "X' as the result of two anendnents offered by Committee
Menbers. These are incorporated into the bill on page eight. She
deferred to Senator Dyson who had offered the | anguage depicted in
Sec. 9 page 8 lines 19 through 23.

Sec. 9. AS 47.17.068 is anended to read:

Sec. 47.17.068. Penalty for failure to report. A person
who fails to conply with the provisions of AS 47.17.020 or
47.17.023 and who knew or should have known that the
circunstances gave rise to the need for a report, is guilty of
a class A [CLASS B] m sdeneanor.

New t ext underlined. DELETED TEXT BRACKETED
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9:18:16 AM

Senat or Dyson explained that this provision had been included in
separate |egislation, SB 47-FAl LURE TO REPORT CH LD ABUSE/ NEGLECT
he had sponsored "to enphasize the inportance of mandatory
reporting"” of statutory rape. It would appear that these of fenses
are being "grossly" under-reported; specifically in regards to very
young girls "who are being exploited by ol der fol ks. ™

Senat or Dyson continued that such things as policy, training, and
manual s i npl emrented by the Murkowski Adm nistration have served to
"profoundly increase the awareness anpongst the mandatory
reporters"; governnment enployees in particular. After six years of
neeting with people in mandatory reporting positions, such as
public health nurses, he has determ ned that the enphasis on such
reporting is inportant. National statistics indicate that in excess
of 70 percent of offenses perpetrated against 11, 12, and 13-year
old girls, the male involved is over the age of 21. National
statistics also indicate that those nen woul d each have an average
of seven victins.

9: 20: 00 AM

Senat or Dyson concl uded that apprehending these offenders sooner
would Iimt the nunber of victinms being exploited. He reported an
instance in which a wonman, posing as a 13-year old, telephoned
Al askan clinics seeking pregnancy testing and contraceptives. The
woman told health care providers she was in a consensual
relationship with a 27-year old male. She was advised to |ie about
her partner's age; otherwi se he would get "busted."

9:20: 50 AM

Senator Dyson stressed that a "clear nessage"” nmust be sent that
"mandatory reporters have a duty and a professional responsibility
to report." It has been determ ned that those 15 years of age or
younger coul d not consent to sexual activity. Wile nbost nmandatory
reporters wunderstand their responsibility, the hope is that
i ncreasing the penalty for non-reporting would clarify the nessage.

Senat or Dyson continued that the reporter would not be required to
investigate or "assure thenselves" of the age differences, their
responsibility would be to presune that a sexually active 15-year
old is "a victimof statutory rape".

Senator Dyson voiced appreciation for this provision being
incorporated into this bill.
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Senat or Dyson noted that in addition to polygraph testing assisting
in maki ng of fenders conply with the conditions of their probation,
it has also "proven to be very helpful™ with their treatnment as it
inhibits their ability to lie and rationalize their crines.

9:22:43 AM

Senator Cuess stated that the final change incorporated into
Version "X" is the inclusion of Sec. 11 on page 8, line 25 through
page 9, line 4. This |anguage woul d all ow t he Departnment of Public

Safety to distribute information to the public via such neans as
t he sexual offender Internet registry.

9:23: 23 AM

Senator Bunde referred the Conmttee to the "Draft 'Wiite Paper'™
titled "The Purposes and Rationale Underlying the Increase in
Sentenci ng Ranges for Felony Sex Crines in Al aska" [copy on file]
he and Senator Quess had conpiled to address the fact that the bill
woul d i npl enent substantial increases in sentencing tine. A person
commtting a Class A or Unclassified felony sex crinme against a
m nor woul d be subject to incarceration for 25 years. A three-tine
sexual offender would be sentenced to 99 years in jail as "there is
no other way to protect the public"”.

Senator Bunde continued that in addition to the extending the
length of time an offender would spend in jail, there is also
consi deration of how the sentences handed to sexual offenders would
conpare to the sentences for other types of crinmes. Thus,
Legi slative findings about "standards of our society" were also
included into the draft white paper. The white paper woul d conti nue
to be in draft formin order to allow other Commttee concerns to
be incorporat ed.

Senator Bunde asked that the bill be held in Conmmttee, as
addi ti onal anendnents were being drafted.

9:25:22 AM

Senat or Bunde stated that he would await direction from Co-Chair
Green as to whether the forthcom ng anendnents shoul d be introduced
to Version "X'" or incorporated into a new comm ttee substitute.

9: 25: 37 AM

Senator O son asked how the sentences proposed in this bill would
conpare with other felony crinmes such as mansl aught er
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9: 25: 54 AM

Senat or Bunde opined that the |life of soneone who had been sexually
abused and who thensel ves "m ght becone an abuser, could possibly
be even worse than death".

Senat or Bunde deferred to the Departnent of Corrections to respond
to the sentencing conparisons.

Co-Chair Geen asked that the Department also explain its fisca
not es.

Senator Bunde infornmed that the forthcom ng anendnents would
specify who would be required to register on the Sex O fender
Regi stry. The anendnents woul d al so address the conflict between
the requirenent to report a sexual offense and the confidentiality
duties of an attorney, and woul d address the applicability clause
of the bill.

Co-Chair Geen affirnmed that those i ssues woul d be addressed at a
later tine.

9:27:43 AM

PORTI A PARKER, Deputy Conm ssioner, Departnent of Corrections,
voiced that the Departnment of Law mght be better prepared to
respond to Senator d son's question. Nonethel ess, she characterized
the as valid. The intent of this bill is to justify the nunber of
victims and the type of crines commtted, especially against
children. Sexual assault is predomnately a crinme against children.
The enotional, physical, and psychol ogical affects of a sexua
assault crine "last for years and years". As nore research is
conducted, it has becone obvious that there are nore victins than
the crimnal justice systemis aware of.

Ms. Parker noted that such realizations are included in the white
paper. "The belief is that these sentences" should be long as a
matter of public safety and to protect children.

9:29:12 AM

Ms. Parker stated "the nessage is that this is an appropriate
sentence for this crinme." It mght not be appropriate to conpare it
to other crines. Deternmining appropriate sentences should be a
Legi sl ative determ nati on.

9:29:55 AM
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Senat or GQuess noted that the numerous factors that could cause a
deat h nmake conparison of sentences for nurder to the sentences
proposed in this legislation difficult. The sentence for nurder in
the first degree is 20 to 99 years; nurder in the second degree is
ten to 99 years. Wile the sentencing ranges for sexual assault
have been increased in this bill, the ranges are narrower than
t hose provided for nurder

9: 30: 33 AM

Senat or Guess expl ai ned sentences for nmurder could be less in sone
instances than the sentences for crinmes committed under the
provisions of this bill; however, the maxi num sentences for nurder
woul d remain higher than the nmaxi num all owabl e sentence for sex
of fences. Thus, the Court would have nore discretion in a nurder
case than this legislation wuld allow for cases involving the
sexual abuse of a m nor

Co-Chair Green noted that the Departnent of Law woul d be avail abl e
to respond to Senator O son's question.

Senat or A son requested that his concern not be msinterpreted. Hs
goal was to negate Court challenges on the basis of things such as
cruel and unusual punishnent.

Senat or Bunde stated that this concern had been discussed at great
length with the Departnent of Law. Court challenges would be
guaranteed in this regard. Thus, another reason for the "Draft
"White Paper'". A Legislature record nust be established as to what
is viewed as "the inpact of sexual assault on society and why we
feel this is so inportant, and thereby worthy of these mgjor
changes in sentencing."

Ms. Parker stated that three Departnent of Corrections fiscal notes
acconpany this bill: one pertaining to Statew de probation and
parole; one pertaining to offender rehabilitation prograns
i ncluding the addition of the polygraph exam nation and community
treatment as part "of the Contai nment Model for all sex offenders
releasing after July 1, 2007"; and the third pertaining to
i nstitutions. The fiscal inmpact resulting from polygraph
exam nations would occur in FY 2008. The inpact on correctiona

institutions, while reflected as zero for FY 2007, FY 2008 and FY
2009, would be indetermnate in future years.

Ms. Parker stated that the Departnment would be required to hire two

probation/parole officers in FY 2008 and two nore in FY 2009 "to
handl e the increase in workload associated with such things as the
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pol ygraph and the offender treatnment prograns. There are currently
934 sex offenders on parole in the State. The fiscal note is based
on an average of 900 sex offenders under parole supervision. "This
met hod offers the best practice in the field of sex offender
managenent and supervi sion anywhere at this tine." The additi onal
wor kl oad woul d assi st in capping probation officer's case workl oads
specific to sex offenders at 50 per officer. The national casel oad
recommendation is 35 to 40 per officer.

9:35:41 AM

Ms. Parker stated that the fiscal note regarding offender
rehabilitation would address the addition of the polygraph as a
"tool" in sex offender treatnent and supervision. An anticipated
800 additional sex offenders would participate in this program
after July 1, 2007. An estimated 50 percent of sex offenders woul d
pay for their treatnent and cost of the polygraphs they submt to.
Al aska and other states currently require offenders to pay for
their treatnent after they are rel eased and begin work. Such things
as inconme and ability to work are factors in determning the
percent of the program costs that the offender nust pay. This would
be "the nost cost effective way to manage and supervi se of fenders
in the cormunity where they are getting the nost assistance and the
nost help to" successfully conplete probation and parole, while
providing "the greatest protection to public and to victins."

9:37:31 AM

Co-Chair WIlken referenced the Departnent of Corrections fisca

note dated 2/1/2006 relating to the polygraph and rehabilitation
prograns required for offenders on probation or parole;

specifically the reference to "Total Polygraph & Conmunity
Treatnment (State Cost Only): FY 2008 $622, 252 FY 2009 $1, 124,504 FY
2010 $1,641,976". He questioned whether there mght also be costs
to comunities.

Ms. Parker stated that the purpose of the information in the fisca
note's analysis would be to reflect the portion that the offenders
must pay. There woul d be no expense to comunities.

9:38:18 AM

Senat or Bunde asked Ms. Parker to share her experience regarding
the effectiveness of polygraph testing; specifically to explain the
term"flat-1ining and why sonme offenders m ght choose to do that."

Ms. Parker stressed that the anmount of information that woul d be
provi ded by the polygraph exam nation to "the supervising parole
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of ficer and treatnent provider in hel ping supervise the offender”

is very beneficial. In addition, the polygraph exam nation is
hel pful in that "it breaks down the offender's denial", and thus
t he of fender becones "nore receptive to treatnent and change". In

order to avoi d undergoi ng a pol ygraph exam nati on, sone offenders
opt to forgo mandatory parol e or probation and remain incarcerated
for the duration of their sentence. That is the reason for the
i nclusion of Section 7, which would require an of fender to undergo
"a period of probation" even if they were to refuse nmandatory
parole. This would also apply to repeat offenders who woul d not be
subject to mandatory parole. "That would guarantee that the
of fender will be on supervision for at |east sone period of tine,
they will be in treatnent, and they will be pol ygraphed. That is by
far the best way to help them be nore successful as they
reintegrate.”

9:40: 24 AM

VWALT MONEGAN, Police Chief, Minicipality of Anchorage, testified
via teleconference from an offnet site in support of the bill
"Despite all of the research and efforts in this one area, there is
no proven treatnment or cure for sexual predation.” He categorized
all rapists as being serial rapists. He supported increased
sentencing terns, as there had been a decrease in sexual assaults
when the State inplenented a presunptive eight-year sentence for
sex offenders. He al so spoke in support of requiring pol ygraphs for
of fenders on probation or parole, as it would act as a safety net
for conmunities.

Chi ef Monegan was "inpressed” with the results experienced by the
State of Col orado Departnent of Corrections pertaining to their use
of the polygraph for sexual offenders. Thus, he supported the
i npl enentation of this practice in Alaska, as "there is no cure nor
treatment as effective as that fear of being caught again.”

Chi ef Monegan, responding to Senator O son's sentencing conparison
guestion, stated crines such as mansl aughter are usually a one-tine
occurrence, whereas sexual offenders have nunmerous victins. |Inmate
statistics indicate a cyclical relationship between sexual offence
victinms and offenders, as many of those incarcerated for sexua
of fences were thensel ves abused or assaulted as children.

Chi ef Monegan thanked the Commttee for addressing this inportant
i ssue.

Co-Chair W1l ken assuned Chair of the Commttee.

In response to a question from Senator Bunde, Chief Mpnegan stated
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that he had been in | aw enforcenent for approximately 32 years.

Senator Bunde, recognizing the Chief as an expert, asked his
experience in regards to the opinion that, "there isn't a high rate
of re-offending and recidivismanongst sex offenders.™

M. Mnegan disagreed: the rate of "recidivismof sex offenders is
very very high". Sex offender registries are indicative of this.
Despite efforts to work with sex offender inmates to stop them from
re-offending, the reality is that "they will. In essence, they're
wired wong. The best deterrence is not to get caught.”
| ncarcerating those who have failed treatnment "is the safest thing
for the community."

Senator Bunde stated that there is also a contention that the
nunber of sexual assaults has not increased. Referencing the
af orenenti oned newspaper articles, he noted that two of the three
articles were offenses against nmnors. To this point, he asked
whet her there might sinply be nore reporting of the crime as
opposed to there being an increase of the crine.

Co-Chair Green resuned Chair.

M. Monegan believed the answer is "both". Mre crines are being
reported as nore people realize that this is an issue, and efforts
"to hide it behind cl osed doors" are reduced.

9:45: 31 AM

M. Monegan shared the belief that "for all the sexual offenses
that occur in a community, only about ten percent woul d be reported
to the police department”. In Anchorage, the counselors of an
organi zation call ed "Standi ng Toget her Agai nst Rape" (STAR) receive
nmore "victimzation" contact than the Anchorage Police Departnent
does. Increases in the crine would be expected to acconpany
i ncreases in population. However, this would be acconpanied by
"hei ght ened conmunity awar eness and people nore willing to report™
were | aw enforcenent officers provided the tools to work with

Chi ef Monegan concl uded his testinony.

Co-Chair Geen noted that public testinony would be halted for the
nmoment in order to allow the Departnent of Law to respond to
Senator O son's earlier question.

9:46: 53 AM

Senator (O son restated the question as how the "significant
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changes" proposed for sexual offender sentences would "conpare to
ot her egregi ous crinmes" such as mansl aughter and nurder sentencing.
The basis for the question is to determ ne whether the proposed
sentencing "would be consistent with what we want to do for the
crimnal justice systemto nmake sure that there's not a chall enge”
from sonebody, such as a sex offender, based on this being
interpreted as cruel and unusual puni shnent.

9:47: 28 AM

DEAN GUANELI, Chief Assistant Attorney General, Legal Services
Section-Juneau, Crimnal Division, Departnment of Law, characterized
the proposed "level of sentences"” in this bill as being a "big
increase from current |aw'. The question could "be legitimtely
asked why are we treating soneone who commits nansl aughter |ess
harshly than soneone who attenpts to rape soneone and doesn’t
conpl ete that rape.”

M. Guaneli recognized "these as being largely policy calls by the
Legi slature”. A manslaughter offense is not a "crime of intent;
it's a crinme of recklessness”. Many peopl e consider crines such as
"negligence or recklessness or crines that are fueled or even
caused by al cohol"” as being difficult to deter. In contrast, many
view sexual offenses as being intentional and often involve
pl anni ng and nani pul ation; therefore, "stiff sentences" could deter
t he behavi or.

M. Guaneli remarked that this could "raise difficult policy
guestions for the Legislature; and they are going to raise sone
concerns by nenbers of the judiciary". The Legislature nmust clarify
that it has thoroughly reviewed the issue; it has |ooked at the
affects that these crinmes have on victinms and society, and has nade
a determ nation that the proposed sentences "are justified in |ight
of all of those considerations.”

M. Quaneli stated that while opponents m ght be unable to prevai
on the claim of cruel and unusual punishnment, "they m ght claim
that this is a violation of equal protection because soneone el se
who's conmitted what could be |abeled a nore serious crine was
getting a | esser punishnment.Equal protection clains don't really
require that you have simlarly situated defendants.” The
Legi slature would be justified in requiring "harsh puni shnment" due
to the intent that's involved and the affects that sexual offense
crinmes have on society. The hope is that "the threat of harsh
puni shment” woul d be a deterrent to sex offenders.

9:51:16 AM
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Senator A son inquired to the nunber of sexual offenders who are
found guilty of the charge.

M. Guaneli replied that there are approxi mately 200 to 300 fel ony
sex of fense convictions per year in the State.

Senat or A son asked what percentage this would be of the cases that
are tried.

M. Guaneli ascertained that approximately 40 to 50 percent of
cases that are "reviewed end up with some conviction". He pointed
out that a significantly |arger nunber of offenses are reported,
however, as a result of |aw enforcenent investigations, not all of
themresult in prosecutabl e charges.

Senator O son viewed sexual assault and abuse as being serious
crinmes. Continuing, he asked what protection mght be available to
a person "charged with sexual assault mainly because they had
consensual sex with sonmebody and then it turned into a lover's
triangl e where she says its rape and he says no it wasn't."

M. Guaneli affirmed that such cases do occur. In a case where
there mght be either a long or "short termconsensual relationship
between adults, absent factors such as violence or drugs being
involved, juries find it very hard to see that that consensual
relationship all of a sudden turns non-consensual." Juries are
particul arly suspicious when there is a charge after a breakup in a
rel ati onship. Prosecutors "are reluctant to take those cases to a
jury." The fact that experience has shown that such cases "do not
of ten succeed", is a consideration when determ ning whether a such
a case woul d be pursued.

Senator O son asked whether a husband has ever been charged with
sexual assault of his wfe.

9:55: 01 AM

M. Guaneli believed that "husbands have been charged wth raping
wi ves." The nbst commobn scenario would be a case in which the
coupl e were separated and the husband went "back to the house and
maybe there's sone violence involved." Usually sonething else is
i nvol ved that would indicate "the nonconsensual or forcible nature
of it."

9:55:46 AM

Senat or Bunde asked whether the conviction rate discussed earlier,
i ncluded crinmes that "were pled out".
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M. Quaneli clarified that the statistics would include crines in
which there was a plea. The reality is that "very few cases go to
trial™. While the vast majority of sexual crines cases result in
pl ea agreenents that could include such things as reduced of f enses,
t he consent of the victimnust be sought.

9:56: 54 AM

Senat or Bunde asked M. CGuaneli to speak to the issues that would
be addressed in forthcom ng amendnents: specifically whether the
applicability clause, which would be "a reach-back"” for people
sentenced prior to the effective date of this bill, would be in
violation of the State's Constitution.

9:57:27 AM

M. Guaneli stated that due to evidence supporting the polygraph
exam nation as being "a good tool in controlling the behavior of
sex of fenders", inposing "that condition on people who have been
convicted in the past is appropriate froma policy standpoint”. The
question is whether that "would be Constitutional from a |ega
standpoint”. Wile the sentencing of a person previously convicted
of a crime could not be increased after being i nposed, "supervisory
remedi al nmeasures”, such as the sex offender registry, could be
i mposed as such an issue had prevailed in a | egal challenge before
the United States Suprene Court. Polygraph exam nations woul d be
viewed in the same l|ight. Nonethel ess, he suggested |anguage be
included in the bill's Applicability Section to specify "to the
extent permtted by the Constitution". This, conbined wth
Department of Corrections efforts to carefully choose which past
of fenders woul d be subjected to the polygraph and the acquiring of
approval by that person's sentencing judge, would allow the
procedures to be upheld. People realize that this "would be an
appropriate neasure through which to help the offender stay out of
trouble but to protect the public.”

9:59: 56 AM

Senat or Dyson asked whether a nechanism is currently in place
through which to notify a licensing entity were one of their
mandatory reporters convicted of failure to report.

M. Q@uaneli responded that he was unaware of there being any
automatic notification nechanism He noted that there are a nunber
of different |icensing agencies, and he was unsure as to how such a
conviction would be addressed by the different entities.
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There being no further questions for the Departnment of Law, Co-
Chair Green announced that public testinmony woul d resune. She asked
testifiers to adhere to a three-mnute tineline.

10: 01: 38 AM

SIDNEY BILLINGSLEA, Crimnal Defense Attorney, testified via
tel econference from Anchorage in opposition to the sentencing
portion of the bill. Legislation enacted |ast year increased the
sentencing levels for sex offenses that State judges could apply.
Peopl e have not conplained that the sentences contained in that
| egi sl ati on were not harsh enough. That |egislation was the product
of a <collaboration of national district attorneys, defense
attorneys, and attorney generals. There is no indication that "the
sex offender law is broken and needs fixing."

Ms. Billingslea stated that the Legi slature has al so addressed the
i ssue of sex offender treatnent. As a result, a report called the
"Sex O fender Treatnment Program Initial Recidivism Study" was
devel oped. The Legislature's conclusion that treatnment did not
dimnish the recidivismrate of sex offenders differed fromthe
determ nations of the report. As a result, treatnment was
di scontinued for incarcerated sex offenders; however, sex offenders
were required to receive treatnent at their own expense when they
were rel eased. She opined that treatnment woul d be beneficial.

Ms. Billingslea stated that the information in the aforenmentioned
report that was the nost startling was that nore than two-thirds of
sex offenders were substance abusers. A high percentage of those
offenders are Alaska Natives. One of "the unintended bad
consequences of this bill, is that the people who comit these
offenses are, for the nost part, heavily intoxicated when the
of fenses are commtted. They are for the nost part Rural Al askans
and in particular, Al aska Natives." Therefore, "people for whom
al cohol treatnent would be a successful deterrent of a one-tine bad
sexual offense would be incarcerated for an uni magi nabl e anount of
time, and the inpact would be on Rural Al askans.”

10: 06: 20 AM

M CHAEL MOTERLY, Attorney, testified via teleconference from
Anchorage and spoke in opposition to the bill. He voiced concern
regarding the mandatory reporting requirenments specified in the
bill, as they would place "a burden on people” whom have no
reporting requirenments under State |aw. Mst of these requirenents
woul d acconpany professionals as part of their [Iicensing

condi ti ons. However, even were the reporting provisions restricted
to licensed professionals, it would pose a conflict with their
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ethical obligations, such as the attorney/client privilege and
confidentiality. It mght also intrude into other areas that are
statutorily recognized with confidential relationships.

M. Mterly stated that, as witten, the reporting requirenment
woul d apply to all citizens: nost people would be unaware that non-
reporting would be a crinme. He was unaware of any other provision
in law that woul d pose such a burden on |ay people. State Statutes
currently exist that require reporting of violent crinmes against a
child. The question could be whether the creation of new | aws m ght
be redundant or m ght "be hindering the prosecution” of others.

M. Mterly agreed with many of M. Billingslea' s concerns and
voiced that it was unfortunate that the Department of Corrections
had not addressed "what possible disparate treatnent this m ght
have on incarcerated people in the Departnent of Corrections” in
regards to the percentages of Rural verses Urban or various ethnic
groups. He al so questioned whether "there mght be conmunity and
cultural considerations that ought to be considered " rather than
inmposing one uniform standard across the State. Like M.
Billingslea, he noted that statutory changes increasing sentences
were adopted in both 2003 and 2005. In consideration of the fact
that no data about those changes has of yet been forthcomng, this
bill mght be premature both as a deterrent and in regards to the
fiscal inpact. The desired effects m ght already be occurring due
to that 2003 and 2005 | egislation.

M. Mterly stressed that sone of the provisions that acconpany the
proposed sentencing are already in existence as a result of the
2003 and 2005 changes, such as the fact that "Good Tine" was
removed for second of fenders.

M. Mterly noted his concern in regards to the disproportionately
of the proposed sentencing when conpared to other crines. Wile
nmur der and mansl aught er have been di scussed, the discussion should
i ncl ude "beni gn conduct” such as when "soneone in a relationship
goes to second base with their significant other w thout the go-
ahead". That person could be charged with assault in the second
degree. Sexual contact "even over a sweater of a fenale breast
would carry a sentence of five to 15 years"” whereas a person
commtting assault in the first degree such as shooting or stabbing
sormeone, "would be | ooking at five to eight" years.

10:11: 35 AM

Senator Dyson stated that the Legislature established a [|aw
approximately five years prior that pertained to "msprision of a
child.” That bill reestablished the "common | aw concept that al
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adults have the duty to go to the rescue of a child that is being
assaul ted, ki dnapped, or nolested". Wre the adult unable to go to
the rescue, they would be required to report the crine. Therefore
the concept that M. Mterly raised has been in | aw for sone tine.

10: 12: 37 AM

M. Mterly responded that such a "concept has been with us as a
noral obligation for hundreds of thousands of years." A person
living in a community would naturally respond. While people would
have both a noral and statutory obligation to report a child being
victimzed, reporting sonmeone who fails to register as a sex
of fender would not "fall within that sane noral category".

Senat or Dyson concurred, but noted that he would argue "that no
prof ession, including attorneys and physicians" shoul d be exenpted
fromthat noral and statutory obligation.

10:13: 51 AM

BLAIR MCCUNE, Attorney, testified via tel econference from Anchorage
in opposition to the bill; particularly the fact that no fisca

exact dollar anmounts were attached to the bill. Wile estimting
fiscal costs is difficult, testinony has attested that this would
be an expensive bill. The Departnent of Corrections could provide a

breakout of the nunber of people incarcerated for each category of
assault and a nultiplying factor could be utilized in order to
provide a "conservative estimate of what the costs are going to
be".

M. MCune noted that newspaper articles have been published about
the current overcrowding in the State's jails. The Departnent
should provide nore information to the Finance Commttee.
| nformati on about the costs to the Al aska Court System should al so
be considered, as the increased penalties would result in nore
trials. Ot her agencies such as the Departnent of Law, the Public
Def ender Agency, and the O fice of Public Advocacy would al so be
i mpact ed.

M. MCune suggested that M. Quaneli "m sspoke" when he said that
sexual assault was a crinme of intent. "The nental state required to
prove sexual assault is a know ng conduct or a reckl ess disregard
for lack of consent". The true focus of the comments should be
sexual predators. Those are a small percentage of "all the sexual
of fenders who cone before the Courts in the State".

M. MCune recalled an older bill regarding "civil commtnent of
sexual predators”. Efforts should be nade "to separate the wheat
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fromthe chafe and identify those who are truly dangerous based on
a pre-deposition, untreatable alnost, pre-deposition for sexua
of fenses, and to find themcivilly."” That bill was not enacted due
tocivil liberties concerns and its fiscal inpact. This |egislation
m ght try to acconplish the sane thing "in a nore ineffective way
because it does not separate the wheat from the chafe and the
expenses of this type of bill have not been docunented".

10:17: 31 AM

CARA MCNAMARA, Attorney, testified via teleconference from
Anchorage in opposition to the bill. The proposed sentencing ranges
are based on a "national hysteria on sex offenders that are not
supported by studies". The "all rapist are serial rapists" remarks
of the Anchorage Police Chief reflect that hysteria. National
studi es would indicate that the remarks are not true; however, "it
is a common nyth". She urged the Conmttee to refer to the various
studi es denoted in the material [copy on file] she had submtted.
The concl usion of the studies on this issue would indicate sexual
of fenders, as a group, have a nuch lower recidivismrate than the
general prison population. This should be a consideration,
particularly in regards to the sentences of those convicted of
| ower | evel sexual assault crines. Sone sex offense sentences have
i ncreased four-fold.

Senat or Bunde pointed out that this |egislation was bei ng devel oped
|l ong before the national hysteria resulted from such things as
Jessica's Law. The public is often slow to react but after
prompting, they do react. However, this issue should not be
characterized as national hysteria.

10: 20: 40 AM

DAN LI BBEY, Attorney, testified via tel econference from Anchorage
in opposition to the bill. He questioned the need for the "drastic
changes" proposed in this legislation, as there is no evidence on
record that something has changed since the sexual offender |aws
were changed in legislation in 2005. The hysteria surrounding
sexual offenders has existed for sone time, and was considered
during the devel opnent of the |egislation enacted |ast year.

M. Libbey stressed that an insufficient anount of tinme has passed
since the enactnment of that legislation; therefore it is too early
to determ ne whether it has had any affect; specifically whether or
not it has reached "the objectives it was designed to reach”

M. Libbey declared that there would be issues such as "disparity
of treatnment with Rural Al askans, Native Al askans who certainly do
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have a heavy consunption of alcohol ...and other substance abuse
i ssues that would cone with that. There woul d be a di sproportionate
i npact on those offenders and on those charges that are |evied
agai nst Rural Alaskans. That's a very extrene infirmty. It's a
very grave concern with this legislation.™

M. Libbey addressed the issue of benign behavior such as a young
man in college at a party who "happened to touch a fenal e breast
and suddenly is facing a five year mandatory m ni nunt sentence.
This conduct "is very benign" in comparison to "aggravated assaul t
and mansl aughter. The disproportionate sentencing schene as it
relates to those two crinmes leaves this bill in question.” This
woul d indicate a "weakness in the design of the bill, and in the
| egi slative record, and justification for the bill."

M. Libbey addressed the fiscal inpact of this bill and its
antici pated i npact on the Al aska Court System and the Departnent of
Law. He al so pointed out that the fiscal inpact on the Departnent
of Corrections is unspecified. The information about the bill's
fiscal inpact is "severely |acking".

M. Libbey urged the Legislature to revise this legislation. As is
it would be "prone to many attacks”™ and, due to the lack of
evi dence and the weaknesses contained in the bill, the efforts
bei ng exerted woul d be for naught.

Co-Chair Green inforned the testifier that he m ght not have had an
opportunity to receive the new Departnent of Corrections fisca
notes that "better reflect” the Departnent's antici pated expenses.

10: 25: 09 AM

KEVI N FI TZGERALD, Attorney and fornmer State Prosecutor, Sex Crine
Unit, Departnent of Law, testified via teleconference from
Anchorage in opposition to "the presunptive sentencing schene"
proposed in the bill. "It is out of whack"; no justification for
t he i ncreased sentencing has been provided that woul d suggest that
the recently inposed sex offense sentencing "is not neeting the
sentencing criteria that the Constitution requires"” in this regard.

The presunptive terns in the bill would substantially increase the
presunptive sentencing over the existing ternms. This bill would
i ncur "enornous costs", including an increase in the nunber of

trials that would transpire, as defense attorneys and defendants
woul d not choose "to plea" to terns such as 25 to 30 year
presunptive ternmns.

M. Fitzgerald declared that this legislation is indicative of the
Legislature's view of the judiciary system In his experience, he
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could not accept the argunent that there is not the range of
conduct in sex offense crines as there is in murder and
mans| aught er cases. In response to Senator Dyson's earlier remarks
about proportionality, he shared that the presunptive term for
mansl aughter is five or seven years depending on the circunstances.
Whi | e voi cing respect for M. Quaneli, he was not convinced by M.
Guaneli's conmments regardi ng people's "nmental state".

M. Fitzgerald <concluded by reiterating the fact that a
mans| aught er charge might have a five to seven year presunptive
sentence whereas a sexual assault in the second-degree offense,
such as touching a female breast through clothing, would carry a
substantially |onger presunptive term The Courts would not be
provi ded the discretion to sentence according to the breath and
range of the circunstance.

10:31:18 AM

MARJORIE ALLARD, Attorney, testified via teleconference from
Anchorage in opposition to the bill based on "the issue of
proportionality”". It would appear that there is "a disconnect”
between the people that would be targeted by this bill and the
purpose of the bill. Wile serial rapists and repeat pedophiles are

a concern, they would only conprise "a tiny percentage"” of those
who m ght be convicted of sex offenses in this State. There is a
broad range of sex offenses and offenders in this State. Many
of fenders suffer from such things as al cohol and substance abuse.
The five-year mnimm sentence that a judge would be required to
inmpose on a college man at the fraternity party who touched a
worman' s breast or perhaps the 19-year old boy who m ght be touching
his 14-year old girlfriend in a sexual way is quite different from
current sentencing range. Current |aw would provide a judge sone
discretion in his sentencing. The judge should be able to eval uate
who the offender is, "and who is truly a risk to society and who is
not." The question of who are we trying to protect ourselves from
is paranount in this issue. Consideration should also be given to
the expense associated with this bill. The "noney should be
directed properly and efficiently" toward the people who woul d pose
the greatest harmrather against "a | arge range of people who are
being characterized in a particular way that is both unfair and
unjust.”

10: 33: 30 AM

Senator QO son, referencing the "Myths and Facts about Sex
O fenders” handout [copy on file] that Ms. Allard had provided,
asked about the paper's conclusion that the majority of the people
who conmit a sex offense would not re-offend. This is contrary to
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other information that the Commttee has been provided.

10: 34: 08 AM

Ms. Allard stated that "it would be interesting to see the sources”
of some of the findings that have been provided to the Commttee.
Her concl usi ons were based on a broad range of studies that were
conducted in the United States and internationally. The
"consi stent”™ conclusion was "the people that we are tal ki ng about
in terns of dangerous sexual predators who are repeat offenders and
consi stent repeat offenders is a very small percentage and that the
vast majority of people who are convicted of a sexual offense are
not going to re-offend.” "That seens to be the universal conclusion
of nost of the social science studies." She urged the Commttee to
review the studies cited in the handout. These properly conducted
studi es also conclude that "first tinme offenders are |ow risk and
that in general, sex offenders are not a honbgenous group and that
it is a small percentage of the people convicted of a sexual crine
who end up being these very scary.sexual predators” of whom
"war ehousi ng i solation” mght be the appropriate action.

Ms. Allard stated that the problemw th this bill is that it would
treat everyone in the same manner. There are questions as to whom
the bill should be addressing, what the real risks are, and the

amount of noney that woul d be spent.

10: 35: 43 AM

BRADLEY HI EBERT- TRENER, Col | ege St udent , testified Vi a
tel econference from Anchorage and requested the Conmttee to
consider a situation in which an 18-year old boy's hand m ght
"slip" and touch the clothing over a womman's breast during a slow
dance at a high school function. He would be subject to a five-year
jail sentence for that offense.

M. Hiebert-Trener stated that "warehousing" good people in this
manner woul d not be the desired affect of the bill. The effort to
"crack down" on non-reporting mght have the effect of deterring
peopl e who m ght have been offended from seeking help, as they
m ght not want the person who assaulted themto go to jail for five
years.

10: 37: 55 AM

PEGGY BROW, Executive Director, Alaska Network on Donestic
Vi ol ence and Sexual Assault, testified in Juneau that the Network
is conprised of 20 organi zations throughout the State "that provide
direct services to victinse of domestic violence and sexual
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assault." She supported the comments of Walt Mnegan of the
Anchorage Police Departnent. "There is not a national hysteria."
Sexual offenses agai nst young people in Al aska are six tinmes the
national average. Alaska's rates are nunber one in nation for
forci ble rape and donestic violence related hom ci de.

Ms. Brown stated that one of the reasons that the Network supports

this bill is because of the pol ygraph conponent. Gven the State's
statistics in this matter, the State should "take a very strong
stand in what we are willing to accompbdate in the State wth

sexual offending, sexual predation.” The fact that the sentence for
a first offense is lower that those for subsequent offenses would
address concerns.

Ms. Brown stated that sex offense behavior should not be tolerated.
Faith should be provided to the Court system to distinguish the
difficult situations of young people who nmay have had sexual
contact with another young person. Those are not the people whom
the bill is targeting.

Ms. Brown voiced appreciation to the efforts exerted by Senator
Bunde, Senator Dyson, and Senator Guess on this issue.

10:40: 46 AM

Co-Chair Green noted that the bill would be held in Conmmittee in
order to allow Senator Bunde to develop the aforenentioned
anendnents or a comm ttee substitute.

Senat or Bunde affirned.

Senat or Bunde responded to comrents fromthose in opposition to the
bill; those "who make their living defending crimnals". Wile
efforts "have been nmade to address this outrageous problem in
Al aska", the attenpts that have been made coul d be viewed as "hal f"
rather than "full neasures”. No testinony has chall enged the fact
that the State's sexual assault per capita rate is 71 percent
hi gher than the next highest state. To address the challenge to the
validity of the studies supporting the State's position, he
referred the Conmttee to the "2005 SOTEP Report"” referenced in the
"Draft "Wiite Paper'"™ which attests that "treatnent has little if
any affect on recidivism" "'Wrehousing' of the nost serious cases
is probably the only treatnent that is going to protect our
citizens."

Senat or Bunde hoped that the comments about how al cohol and ot her

substance abuse might affect this problemwere not neant to inply
"that being drunk is an excuse to be a predator or to attack"
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children and wonen. While al cohol m ght reduce inhibitions, "the
primary notivation to attack” wonmen and children nust be present
prior to that. Continuing, he hoped that the comments regarding
Rural Al aska were not neant to inply that wonmen and children
residing in Rural Al aska "were |ess deserving of protection from
sexual assault" than those |iving el sewhere.

Senat or Bunde stated that "geography and substance abuse is not an
excuse for being a sexual predator."”

Senator Dyson stated that he had carefully considered and
appreci ated today's testinony. Continuing, he voiced di sagreenent
with coments in the sponsor statement that treatnent does not
appear to work, as there is evidence that treatnent, specifically
that conducted by the State, has worked. "Al cohol and other m nd
altering substances do reduce inhibitions.” Wile this is not an
excuse, there is the opinion that a significant percentage of
incarcerated perpetrators suffer from prenatal alcohol issues

St udi es have shown that those who experienced fetal alcohol affects
have neurol ogi cal disorders and "have great difficulty reasoning
bet ween cause and affect. They also have a reduced capacity for
enpat hy. " Their behavior could be |likened to the characteristics of
a sociopath. They woul d have a "very disproportionate” propensity
to becone perpetrators and victins. "The nental health nodel does
not work for those folks." Wile this does not excuse the conduct,
it is an issue that nust be taken into account when counseling,
sentenci ng, and rel easing such individuals. These people woul d have
a propensity to re-offend. Therefore, contrary to the position of
the sponsor, he is of the position that efforts nust be taken
against "lunmping all sexual perpetrators in exactly the sane
categories.” The studies he has reviewed show that "those who
continually nolest children have arrested psychol ogi cal maturation
processes”". Due to "arrested devel opnent”, they "are less likely to
be hel ped".

Senator Dyson stated that "long sentences” would be beneficial in
the case of incest perpetrators because that would provide tinme for
their children to grow up. Those people are "less likely to go
after others” who were not vulnerable fam |y nenbers.

10: 46: 42 AM

Senator Dyson shared that statistics regarding sane sex
perpetrators who assault young boys reflect a disproportionately
high rate of recidivism Judges should pay specific attention to
such dat a.

Senat or Dyson observed that people are inclined to view crines that
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conbi ne "vi ol ence and force as being worse." However, the fact that
many child victinms were seduced rather than beaten into subm ssion
has instilled "a lifetine sentence of shane" in them as they fee
that they were partly to bl ane.

Senat or Dyson stated that the concern that someone m ght not report
an assault out of fear that it "would ruin the life of soneone is
off-target." He supported the decision that "a child under the age
of 15 is incapable of making the really very inportant decisions
about sexual activity." Those that prey on them should "be busted."”

10:48:40 AM

Senat or Dyson understood that 85 to 90 percent of young wonen in
m ddl e school and above have reported being "the victimof unwanted
touching”. Wile the sentencing for unwanted touching through
cl othing m ght be disproportionate when conpared to cases invol ving
mans| aughter, it should be recognized that there is a huge anount
of victimzation. "People have a right to their own boundaries"” and
should not be assaulted "even in those ways."” Wile these
provisions mght require nodification, unwanted touching is an
assault on people's privacy and their boundari es.

Co-Chair Green ordered the bill HELD in Commttee.
#sb236

10: 50: 24 AM

SENATE BILL NO 236

"An Act relating to the dividend paid to the state by the
Al aska Housing Finance Corporation; and providing for an
effective date.”

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

DAN FAUSKE, Chief Executive Oficer, Al aska Housing Finance
Cor poration, Department of Revenue infornmed the Commttee that
actions made by the national Governnental Accounting Standards
Board (GASB) affected the accounting procedures of the Corporation.
Therefore, this legislation is required in order to nodify
financial ternms so that the Corporation would remain in conpliance
with State law dictating the annual transfer of funds from the
Corporation to the State. One specific termthat would be changed
is the term"net incone". That termwoul d be replaced with new GASB
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term "net assets".

M . Fauske explained that a new GASB ruling, GASB-34, would affect
the annual dividend the Corporation provides to the State. The
anount of the Dividend pre-GASB-34 woul d have been $40, 000, 000;
under GASB- 34, the Dividend woul d be $80, 000, 000. "This is a good
thing."

JOE DUBLER, Finance Director, Alaska Housing Finance Corporation,
Departnent of Revenue stated this bill would change three el enents
in current State Statute, including replacing the term"net incone"
with "net assets". This change would align the Corporation's
accounting procedures with those of GASB

M. Dubl er explained that, in FY 2002, the Corporation had adopted
GASB- 34, and that a Transfer Plan was devel oped to inplenent the
provisions of that ruling in FY 2007. The Transfer Plan required
that, in FY 2007, the Corporation's dividend to the State woul d be
the | esser of $103, 000,000 or 75 percent of the Corporation's "net
income”. [NOTE: the testifier inadvertently stated the percentage
as 95 percent.] That term nust be changed to "adjusted change in
net assets.” The inclusion of the term"adjusted" would reflect "an
addi ti onal change" required by the adoption of GASB-34, which "no
| onger allows the Corporation to take certain returns of capital to
the State through our bal ance sheet."”

10: 53: 41 AM

M. Dubler continued that the balance sheet had previously
contained a line item called "contributing capital, which is a
simlar term to that used in for-profit entities. In the process
of returning "capital to the State of Al aska through debt paynents,
t hrough cash transfers, we would reduce that anount. |In our bal ance
sheet, it did not inpact the Corporation's net inconme. In other
words, our net incone was higher in those years before GASB- 34.
Since GASB-34's been inplenented, all of those paynents that we
make to the State are required to cone through our statenent of
changes in net assets, which is the new nane for an incone
statenent. That has reduced the Corporation's bottomline. Mtter
of fact in 2005, it was negative after all those paynents were
made, because we paid out nore ...on behalf of the State than the
Corporation earned in net inconme." This proposed definition of
"adj usted change in net income"” would correct that by allow ng the
Corporation "to conply with the intent of the original |egislation”
by allowi ng "the current change in net asset nunber to [be] a nore
conpar abl e nunber to our prior net incone.” In summary, the effort
woul d all ow the Corporation "to get back to where we were .before
t he change”.
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Co- Chair Green understood therefore that the adoption of this bil
woul d not inplenment any substantive changes; it would sinply change
t er m nol ogy.

M . Dubl er concurred.

M. Dubler stated that the third change included in this
legislation is depicted in Section 1 page one line nine: the
i nclusion of the phrase "or other capital projects" would expand
the types of projects that subsidiaries created by the Corporation
could fund with Tobacco Settl ement bond noney.

10: 56: 09 AM

Senat or Bunde asked whet her any specific capital projects have been
i dentifi ed.

M. Dubl er responded that he was unaware of any specific capita
project |ist being devel oped. This change woul d all ow t he Gover nor
or the Legislature to expand the existing |list beyond the current
three categories identified in Statute.

M. Fauske noted that, were this conponent of the bill approved, it
could be utilized to fund projects that are being advanced in
separate | egislation.

Co- Chair Green recapped the changes in the bill

AT EASE 10:57:39 AM/ 10:58:54 AM

Co-Chair Green noted that the discussion had pertained to committee
substitute, Version 24-GS2058\ G

Senat or Stedman noved to adopt Version "G' as the working docunent.

There being no objection, the Version "G' commttee substitute was
ADOPTED

Senat or Bunde noved to report the commttee substitute from
Commttee with individual recommendati ons and acconpanyi ng fi scal
not es.

There being no objection, SC SB 236(FIN) was REPORTED from
Conmttee with new zero fiscal note dated February 1, 2006 fromthe
Al aska Housi ng Fi nance Corporation, Departnment of Revenue.

#
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10: 58: 59 AM

ADJ OURNIVENT

Co- Chair Lyda G een adjourned the neeting at 11:01:47 AM
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