M NUTES
SENATE FI NANCE COWM TTEE
April 28, 2006
9:13 a.m

CALL TO ORDER

Co-Chair Lyda Geen convened the neeting at approximately
9:13: 55 AM

PRESENT

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

Senator Bert Stedman

Senat or Lyman Hof f man

Senat or Donny d son

Also Attending: SENATOR RALPH SEEKINS, AWMy STEITZ Staff to
Senat or Tom Wagoner; SCOIT NORDSTRAND, Commi ssioner, Departnent
of Adm nistration; CGREG O CLARAY, Commi ssioner, Departnment of
Labor and Workforce Developnent; TOM MAHER, Staff to Senator
Therriault; MKE ANDREWS, Director, Alaska Wrks Partnership
I nc. ; JOHN  BI TNEY, Lobbyi st Alaska State Honebuil ders
Associ ati on;

[ NOTE: Public testinmony on SJR 20 was presented in the order
depicted in the mnutes. In addition, all testinony was
presented in Juneau unl ess otherw se noted. ]

Attending via Tel econference: From Anchor age: MARK  DAVI S,
Director, Division of Banking & Securities, Departnment of
Commerce, Comunity and Econom c Developnent; ROGER PRI NCE,
Department of Commerce, Community and Econom c¢ Devel opnent; JCE
BRAMVER, Al aska Association of Mrtgage Brokers; JOHN MARTIN;
KEN GAIN, Secretary/Treasurer, Independent Lenders of Al aska;
JOHN CARMAN, Past Pr esi dent, Al aska Mor t gage Banker s
Associ ation; MKE SAMSON, President, Samson Electric; BILL
WATTERSON, President, Witterson Construction; JULIE AUNE, Vice
President, AAA Fence; REBECCA LOGAN, President, Associated
Bui I ding and Contractors (ABC) of Al aska; from Fairbanks: DOUG
| SAACSON, Past Presi dent, Al aska Associ ation of Mor t gage
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Br oker s, Pr esi dent, Gold Coast Mor t gage; JAY QUAKENBUSH,

President, Building and Construction Trades; JIM LAITI, Business
Manager, Pipefitters Local 375; CLICK BISHOP;, MKE SEXTON,

Executive Director, Mechanical Contractors of Fairbanks; WENDY
REDVAN, University of Alaska; from an offnet |ocation: GREG
W LLI AVS, Regi onal Director of State CGovernnent Affairs,

American Financial Services Association (AFSA); LAURE HOT,

Oficer of Residential Lending, Mrtgage Operations, Al aska
Housing Finance Corporation (AHFC), Departnent of Revenue;

RI CHARD CATTANACH, Executive Director, Associ ated Ceneral

Contractors,; DAN FAUSKE, CEQ, Al aska Housi ng Fi nance
Cor por ati on.

SUMVARY | NFORVATI ON

SIJR 20- CONST. AM BENEFI TS & MARRI AGE

The Committee heard fromthe bill's sponsor, adopted a commttee
substitute, and took public testinmony. The bill reported from
Comm ttee.

SB 272- MORTGACGE LENDI NG

The Conmittee heard from the bill's sponsor, the Departnent of
Commerce, Community and Econom c Devel opnent, the Al aska Housing
Fi nance Corporation, and industry representatives. A comittee
substitute and two anmendnents were adopted and the bill was
reported from Conm tt ee.

SB 309- CONSTR. TRAI NI NG GRANT; UNEMPLOYMENT COVP.

The Conmittee heard from the bill's sponsor, the Departnent of
Labor and Workforce Devel opnent, and industry representatives.
The bill was reported from Commttee.

SB 317- ANCHORAGE PARKI NG GARACGE

The Conmittee heard from the Departnent of Admnistration and
the bill was reported from Comm ttee.

#SJR20
SENATE JO NT RESOLUTI ON NO. 20

Proposing an anendnent to the section of the Constitution
of the State of Alaska relating to marri age.
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This was the second hearing for this bill in the Senate Finance
Conmi ttee.

Co-Chair Green noved to adopt CS SIJR, 20 24-LS1676\ G as anended,
as the working docunent, and then objected for explanation
pur poses.

SENATOR RALPH SEEKINS, Chair, Senate Judiciary Conmittee which
sponsored the bill, noted that the commttee substitute would
add the follow ng |language to the "Marriage Amendnent"”, Art. 1,
Section 25, of the State's Constitution, which specifies
marriage as a union solely between one nan and one wonman.

.No other wunion is simlarly situated to a marriage. No
provision of this constitution shall be <construed to
require that marriage or the legal incidents of narriage be
conferred on a union other than the union of a mn and
worran.

Senator Seekins disclosed that the proposed |anguage was based
on | anguage in Senate Joint Resolution 1 (SJR 1) as introduced
in the United States Senate.

9:16:10 AM

Senat or Seekins continued that the adoption of Version "G' would
align the State wth the policy included in the US
Consti tution, which  would allow "reciprocal beneficiary
contracts to exist". Such a policy currently exists within the
University of Al aska system where policy specifies that couples
in a "mutual beneficiary relationship® who neet specified
criteria could qualify for insurance benefits. Approxinmately 113
couples are qualified under the University's program

Senat or Seekins further noted the bill would allow the
University to expand its definition of "mutual beneficiary" to
include "a nmpother and her son or two brothers”". It would al so

allow an enployer to provide benefits to individuals based on
exi sting contract law "such as |egal arrangenents to co-own or
i nherit property, medi cal visitation deci si on- maki ng,
guardi anship of children, nedical benefits.” Wile the bil

woul d "expand the universe of those people” who would qualify
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for a nutual beneficiary relationship, the enployer would be
allowed to establish their own guidelines.

9:18: 33 AM

Senat or Seekins considered the proposed changes to be a "good
policy” which "could be defended” from differing perspectives.
It would also "preserve the institution of marriage". He asked
for the Conmttee's support.

9:19: 00 AM

Senator Dyson ascertained therefore that Version "G would
return the State to the policy position which existed prior to
t he October 2005 Al aska Suprene Court ruling on the case ACLU v.
State & Municipality of Anchor age. That position was
"perm ssive" in "that State organizations are free to enter into
t hese kinds of relationships as they choose".

Senat or Seekins affirned.

Senator Dyson recognized the policy as permssive because it
would allow State organizations to choose whether or not to
provi de benefits to i ndi vi dual s in "t hese ki nds of
rel ati onshi ps".

Senator Seekins responded that while Version "G would permt
it, "it would no longer require" as the Court's ruling did, that
"soneone who cannot be legally married under |law would have to
be treated as if they were married. And the extension of that,
and the expansion of that, is nuch greater than the particular
case" upon which the State Suprenme Court ruled. This bill would
all ow beneficiary relationships, "but it does not require any
| onger that you treat ...soneone who cannot be married as if they
were married".

9:20:12 AM

Senat or Dyson understood that a nman and a wonan who were not
married are recognized as a couple wunder the University's
policy. That particular union was not addressed in the Suprene
Court ruling. Thus, the |anguage proposed in this resolution
woul d make that situation perm ssible whereas before it could be
argued "it was not, in terns of heterosexual couples".
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Senator Seekins concurred. An unmarried man and woman could
gual i fy under the | anguage bei ng proposed.

Senat or Dyson reenphasized that the benefit determination would
be a choice of the institution or political subdivision.

Senat or Seekins affirned.
9:21:14 AM

Senator Bunde asked for confirmation that this |anguage would
permt domestic partnerships "including a nother and son or any
ot her conbi nation of people” to qualify.

Senat or Seeki ns affirned.
9:21:41 AM

Senat or Bunde discerned that Version "G would allow "an entity
of the State then to recogni ze" such donestic partnerships "for
pur poses of benefits".

Senat or Seekins replied "yes"; the recognition would be based
"on a nutually dependent situation" rather than being based "on
the premse of rights or privileges of marriage or sexual
expressi ons".

Senat or Bunde asked whether the policy could be interpreted as
| onering "the choice to discrimnate to a nunicipal |evel™

Senat or Seeki ns expressed t hat r at her t han expandi ng
discrimnation, this resolution wuld expand an enployer's
choice. It would not require an enployer "to provide benefits to
soneone that isn't legally married", but it would allow an
enpl oyer to provide benefits if they chose, to soneone in a
nmutual |y beneficial relationship.

Senator Bunde had heard that qualifying criteria had been
incorporated into the previous version of this resolution to
addr ess t he concern t hat "t hese nmut ual |y benefi ci a
rel ati onships would cost the State a |ot of nopney". Thus, his
under st andi ng now was that Version "G' would not save the State,
Uni versity, or nunicipality any noney.
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Senat or Seeki ns expressed that passage of this resolution m ght
incur costs to the State. To that point, he stated that of the
University's 7,000 enployees, less than 120 nutual beneficiary
rel ati onshi ps have been formalized. Less than 20 of those 120
were sanme sex couples. Wile this is not a huge nunber, sone
financial inpact could be incurred to the State were the
University's policy incorporated into the State's collective
bar gai ni ng systens and offered to all State enpl oyees.

9:24: 02 AM

Senat or Bunde remarked therefore that the adoption of Version
"G woul d negate the argunent "t hat preventing these
rel ati onshi ps woul d save noney".

Senator Seekins affirmed. He noted he had never argued that
posi tion.

Co- Chair G een announced that public testinony would be limted
to two mnutes. Also in consideration of the tinme, she asked
that those who had previously testified on the bill not present
repetitious testinony.

9:25: 06 AM

Senat or Seekins noted that Kevin Carkson, a consultant to the
Legislature on this issue, would be available via tel econference
to respond to Menber's questions.

Co-Chair G een, observing that 20 people had at this point
signed up to testify, again directed that testinony be concise.

9:25: 50 AM

Senator O son asked Senator Seekins to further clarify how this
resol ution would affect a heterosexual unmarried couple, with or
wi t hout chil dren.

Senat or Seekins stated the adoption of Version "G would allow
those individuals to be recognized as being in a nutual
beneficiary relationship; coverage could be extended to them if
t he enpl oyer opted to.
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Senat or A son understood therefore that a private enployer would
be required to recognize these relationships under a |egislative
mandat e.

Senat or Seeki ns responded no, a private enployer would have the
option to offer such benefits. Wile a private enployer
currently has a nunber of beneficiary options, he or she is not
required to provide beneficiary coverage to enployees. Wile
many enployers currently do so, the enployer has the right to
negoti ate opti ons.

Senator Seekins was uncertain as to whether the aforenentioned
State Suprenme Court ruling mght have required private enployers
to provide benefits they provided to married couples "to sonmeone
that legally was not allowed to be narried". Nonetheless, the
adoption of Version "G' would allow any enployer, private or
public, to provide nutual beneficiary coverage if it chose to.

9:28: 20 AM

DI XIE HOOD, Licensed Marriage and Fami|ly Therapist, appreciated
the opportunity to speak "on this inportant pi ece of
| egi sl ation". She was "alarmed and offended that our

representative denocracy at the State and at the national |eve
was being undermined in so many ways by political opportunisnt.
Adopting an amendnment to the State's Constitution that "would
further deprive nmany Al askans of their civil rights and equa
protection is unjust and contrary" to the "ideals of denocracy".
Wren, Bl acks, Jews, and other groups in the United States were
"denied equality by |aws determ ned by the majority". During her
lifetime she witnessed condemati ons of many mnorities.

Ms. Hood has advocated for civil rights on behalf of wonen, the
el derly, gay people, and persons wth disabilities. "Putting
civil rights up for a popular vote is shameful ...discrimnation
based on self interest ignorance is all too common in this day
and age and has no place in Al aska." She urged the Committee to
hold Alaska to the highest denocratic standards and prohibit
| egislation such as this which would "deny rights and benefits
based on marital status".

9:30: 40 AM

CLOVER SIMON testified via teleconference from an offnet
| ocation in opposition to the resolution. Al persons in
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Al aska's diverse society should be respected and benefits shoul d
be available to individuals' partners regardless of their sexual
orientation or marriage status.

9:31: 39 AM

JAMES GRAY testified via teleconference from Anchorage in
opposition to the resolution. He and his partner's "loving and
caring”" famly are insulted by discrimnatory views such as the
one being furthered in this resol ution.

9:32:19 AM

FRED TRABER, Public Enployee Retirenent System Retiree,
testified via tel econference from Anchorage in opposition to the
resol ution. He appl auded the actions taken by Ross Anderson, the
mayor of Salt Lake City, Uah, who, shortly after taking office,
had "issued a non-discrimnation executive order" which was
foll owed by another executive order. These orders served to
extend "benefits to the both wunmarried and married city
enpl oyees".

M. Traber sunmarized that "on one hand we have an enlightened
mayor of a notoriously religious city who recognized the need
for sane sex benefits and created those benefits with a sinple
stroke of a pen. Here we are in a notoriously independent and
free thinking state debating whether or not you |egislators
should legislate additional discrimnation toward a snall group
of" people. He urged the Conmittee not to pass the resolution
from Comm ttee.

9:34:59 AM

Senator Bunde understood that Version "G' changed the bil
"significantly and would allow nmutually beneficiary partnerships
or sanme sex partnerships to receive benefits from their
enpl oyers”. To that point, he asked whether M. Traber had
reviewed Version "G', and if so, whether he maintained his
obj ecti on.

M. Traber responded "yes".

9:35:43 AM
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MARY KEHRHAHN- STAR testified via teleconference from Fairbanks
agai nst the resolution. Legislators should keep their persona
beliefs separate from "the big picture'. Wile the people
targeted by this resolution nmght be same sex couples, they are
also law abiding hard working Al askans who pay taxes and are
nei ghbors and co-workers. Adopting this resolution "would be out
and out discrimnation". This action would be contrary to the
essence of Al aska. Serious consideration nust be given to this
i ssue.

9:36: 51 AM

VI CTORIA SCHLERGER testified via teleconference from Fairbanks
in opposition to the resolution. She identified one of the
prom nent questions asked by "the w de spectrum of religious and
political group” famly nenbers at a recent nulti-state Parents,
Famlies, and Friends of Lesbians and Gays (PFLAG conference
she attended as being "why are our children being treated
differently?" A vote in support of this legislation would be
akin to saying "I want to discrimnate against” gay and | esbian
peopl e. She urged the Commttee to vote no on the resol ution.

9:37:57 AM

MARJORIE COLE, Chair, Call to Action Al aska, testified via
tel econference from Fairbanks. The organization, which is
primarily conprised of Christians, sent a letter [copy not
provi ded] on February 19, 2006 to legislators which expressed
concern about the discrimnatory nature of this resolution. The
State's Constitution "was not neant to limt human rights or
divide the people". The discrimnation in the resolution was
based on outdated fears; "nobst Anericans have noved toward
tolerance and acceptance of the approximate ten percent of
popul ati on born to honobsexual orientation”. During the debate of
a simlar proposal in the state of Wshington, a |egislator
decried "that the heart does not choose who to love". Al aska
should be at the forefront of human rights. The |anguage in SJR
20 is "extrenely vague and if applied literally would make life
i ntol erable for many peopl e. What are t hese benefit
obl i gati ons?" She asked whether they would include the right to
visit a loved one in the hospital, to execute a l|loved one's
will, or to raise their children. Honosexual people are famly
people with norals. She requested the Commttee not support this
di scrimnatory | egislation.
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9:39: 54 AM

KEVIN DI AMOND, Student, Juneau Douglas H gh School, spoke in
opposition to the resolution as it would be an unconstitutiona
violation of people's "basic human rights to equal protection
under the law'. The financial inpact to the State incurred in
provi ding benefits to gay and | esbian couples would be m ninmal
He was concerned about how furthering this resolution would
affect hinmself and his partner in the future.

9:41: 42 AM

LIN DAVIS stated that the |anguage in Version "G was still
"vague and problematic" and thus, had not dimnished her
opposition to the resolution. It would not provide her and her
partner of 18 years "the equal protection that we deserve".
Unfortunately, in her job assisting people in finding
enpl oyment, she has beconme aware of nunerous discrimnatory
actions people have experienced. She disclosed she was a
plaintiff in the 2005 ACLU v. State & Minicipality of Anchorage
Marriage Amendnent case because she was concerned about her
partner who is nine years her junior. She wanted her to receive
"all the benefits that the people who work in the offices next
to ne automatically get when they get married". Her community is
strengt hened when people |ike her and her partner have access
"to the strongest financial base possible"; conversely, neither
a comunity nor a famly would benefit by denying people "that
safety net" of health, death, or dental benefits. She has worked
hard at her job and is sinply seeking "to receive the sanme pay
and benefits" as co-workers.

9:44:13 AM

STEPHEN G NGRICH of Eagle River testified via tel econference
from Anchorage and stressed this resolution would harm rather
than benefit people. The State's Suprenme Court ruling on the
2005 Jlawsuit was <conducted wth "professionalism and the
justices "rose above personal prejudices to do what was right.
Their decision harnmed no one. This bill panders to bigotry" and
woul d vi ol ate many good governnent principles particularly that,
in a denocracy, "a prejudice majority should not have the right
to deny equal rights to a mnority". Providing equal pay for
equal work and providing nmedical coverage and survivor benefits
to children as well as spouses is the responsibility of good
governnment. Discrimnatory actions such as the State's 1998
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Constitutional amendnment which specified narriage to be a union
between one man and one wonan wuld one day be ruled
unconstitutional. The University of Alaska s policy of equal
treatment to all enployees has been in effect for a decade. It
is a harmless policy. "Popular prejudice is dimnishing." The
supporters of this bill wuld be placing "thenselves on the
wong side of history in the sane place as the |egislators of
the fornmer slave states who after the Cvil War enacted the Jim
Crowe laws. This is a JimCrowe |aw "

9:45: 46 AM

Senat or Bunde asked whet her the Marriage Amendnent had ever been
chal | enged as being unconstitutional.

9:46: 16 AM

Senator Seekins clarified that the "amendnent has not been
chal | enged" as wunconstitutional. Wile he was uncertain as to
whether simlar |anguage adopted by other states had been
chal l enged, he was certain any such chall enge had not prevail ed.

9:47:17 AM

Co-Chair Geen invited Senator Seekins to join the Commttee at
the table in order to respond to concerns raised by testifiers.
Conti nui ng, she asked whether Version "G' could be viewed as
di scrimnatory, as argued by testifiers.

9:47: 38 AM
Senator Seekins did not view the |anguage in Version "G as

discrimnatory against individuals. It is correct that "people
can't get married" to their nother, brother or sister, first

cousin, or "someone of the same sex". Therefore, "if our |aws
are discrimnatory", they are uniformy "discrimnatory to all
of those particular conbinations". Thus, it is difficult to

understand how including the |anguage specified in Version "G
in the State's Constitution could be viewed as discrimnatory;
specifically as the provision specifying nmarriage as a union
between one man and one wonan already exists in the State's
Constitution and has not been challenged in Court.

9:49: 00 AM
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KEVIN CLARKSQON, Attorney, Br ena, Bel | & O arkson, P.C,
testified via teleconference from an offnet [|ocation and
communi cated that his firm was retained by the Legislature to
provide l|legal advice on this legislation. He observed that the
majority of the testinony presented was to the previous version
of this resolution rather than to Version "G

M. Carkson presented that Version "G would "return this issue
to the denocratic process". Version "G "would allow either a
| egi sl ative branch of government or an admnistrative branch of
government to extent benefits to its enployees, simlar to the
benefits provided to a married enployee for their spouse. Wile
the University of Alaska' s policy which "extended benefits to
donestic partnership type relationships” for the last ten years
could have been inpacted by the previous version of the
resolution, it would not be inpacted by Version "G'. "The only
entity" that Version "G "would prohibit from extending these
benefits would be the Court because it sinply says that the
Constitution doesn't require it". The proposed |anguage "would
allow the denocratic process to operate", as it would make it
perm ssible for benefits to be extended to nutual beneficiary
rel ati onshi ps.

M. darkson responded to Senator Bunde's question regarding
litigation on marriage anmendments in the country: 19 states have
adopted "marriage defining or marri age benefit defi ni ng
anendnent s and 12 nore are considering such action. O the ones
adopted, the only constitutional challenge was filed in federa
court in regards to a Nebraska amendnent. In that case, the
"federal judge issued an opinion that he thought that that
particul ar anendnent sonehow deprived gay and |eshian people
access to the denocratic process. That opinion has been appeal ed
by the State of Nebraska.." Legal scholars specializing in this
type of issue expect that federal ruling "to be soundly
reversed".

M. Carkson verified that Alaska' s Mrriage Anendnent has never
been chal | enged as bei ng unconstitutional.

9:52:22 AM
Senat or Bunde renmarked therefore that the "current unchall enged

Al aska Constitution says that marriage is one man and one
woman. "
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M. d arkson affirned.
9:52: 52 AM

Senat or Bunde acknow edged those who philosophically prefer "the
original version of SJR 20, which would have prevented donestic
part nershi ps or mut ual |y benefi ci al relationships..."
Conti nuing, he asked how the adoption of Version "G', which
woul d allow extending benefits to those in nutual beneficial
rel ati onships, would affect current law considering that the
Constitution currently specifies that "gay marriage is
prohi bi ted".

M. Carkson limted his response to the legal inpacts rather
than to any political inpacts which mght result by the adoption
of Version "G'. Version "G' would "undo the Al aska Suprene Court
deci sion because that was the judicial extension of benefits by
the Court wunder the logic that the Constitution of Al aska
required those benefits to be extended." Adoption of Version "G
woul d say "no, the judiciary on this particular issue should not
be getting out ahead of the people of Alaska ... It would put the
issue back into the denocratic process because across the
country when marriage and nmarriage related anmendnents get
presented to the people” those anmendnents pass by overwhel m ngly
margi ns. The people of the country do not want the courts to
make deci sions on these types of issues.

9:55: 46 AM

Senator Bunde discerned therefore that this resolution would
further the "separation of powers". The nessage to the courts
would be that this is a legislative and public decision to nake
rather than a judicial issue. The basic law would not change
regardl ess of whether the resol ution was adopt ed.

M. Cdarkson clarified that SIR 20 would change the ACLU v.
State & Municipality of Anchorage court decision which specified
that "the Alaska Constitution mandates that these benefits be
extended by all public enployers”.

Senator Bunde acknow edged. The adoption of this resolution
woul d nmake the extension of benefits by various entities of the
State perm ssive rather than required.

M. darkson affirned.
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9:56:49 AM

Senator O son inquired to the nunber of states banning gay
marri age, and the related benefit |anguage of those | aws.

M. darkson comunicated that 19 states, including Al aska,
currently have marriage anendnents. O those, "seven include
| anguage that addresses marriage related benefits". Sone

prohi bit extending benefits to people not in a "man and wonman"
marriage relationship, and sonme contain permssive |anguage
simlar to that contained in this resolution. Mrriage related
anendnents would be on 12 other states' election ballots this
Novenber. Were it adopted, this resolution would also be on the
Novenber general election ballot. Some of the benefit | anguage
of the 12 other ballot neasures would be simlar to that
proposed in Version "G

9:58: 29 AM

Senator O son asked the reason this benefit was not considered
one of enploynent rather than one of marri age.

M. Cdarkson replied that historically, the nmatter has been "a
benefit of enploynent that is extended because of the marriage
rel ati onshi p".

AT EASE 9:59:37 AM/ 10:01: 00 AM

10: 01: 40 AM

MARGOT KNUTH, fornmer State enployee, observed that people
participating in this hearing were "disadvantaged” as copies of
Version "G' were unavail abl e.

Co-Chair Geen apol ogi zed and ordered copies of Version "G' to
be di stri but ed.

Ms. Knuth voiced concern regarding the possible |egal effects of
Version "G'. She deened the inpacts to be not "nearly as clear"”
as professed by M. C arkson. Her testinony was as foll ows.

It says that no provision in this Constitution shall be

construed to require that marriage or the legal incidence
of marriage be construed on a union other than the union of
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a man and worman and as pointed out by Senator O son, there
is a distinction between what are the |egal incidence of
marri age and what are the legal incidence of enploynent.
And that is what the Al aska Suprene Court was addressing in

the ACLU case. | don't know that this new | anguage inpacts
the Alaska Suprenme Court decision at all. To the extent
that this language is nmeant to acconplish sonmething, |'m

not sure what that is. It is anmbiguous, it is unclear and |
think an extrenmely good argunent can be nmade that it does
not inpact the decision and |I've heard a nunber of people
that have said that the problem that we're trying to
address is judicial activism |If you are going to address
judicial activism you need to be as clear as you can.
O herwise, all you're doing is inviting further litigation.
| also think that April 28th is late in the [legislative]
session to try to develop a clear, helpful Constitutiona
amendnent. Constitutional amendnents are sonething that
should happen very, very rarely, and for a conpelling
reason. And if we're hearing that this is not supposed to
have a significant inpact on the State of Al aska, legally
speaking, why are we doing it? If it is supposed to have
significant |egal inpact what is that inpact? Menbers of

the Conmittee, | would like to suggest that what's really
wong with this resolution and with the anmendnent is that
it's divisive and it wll divide this State once again.

It’s a topic that is painful to people and it's within the
control of this Commttee to not let it go forward. And |
just believe that what we want is a unified Al aska. W have
enough issues like oil and gas taxes that we need to be
rallying around and that splintering us and nmaki ng us focus
on what we don't |ike about each other is not the right
direction to go. | thank you for your consideration and |
t hank you especially for your conpassion.

10: 05: 03 AM

Senat or Bunde voiced his appreciation for the legal advice M.
Knuth had provided to |egislators when she worked for the State.
As indicated by his questions to M. Carkson, he is confused
about what this resolution would acconplish. To garner further
insight as to the affect of Version "G' he had hoped a supporter
of the original version of the resolution would testify.
Conti nuing, he asked M. Knuth whether she agreed with M.
Clarkson's view that the two major things that this initiative
woul d acconplish would be placing this issue back within "the
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| egislative arena rather than the judicial" arena, making these
nmutual Iy beneficial relationships "perm ssive for local entities
rat her than mandatory".

10: 06: 25 AM

Ms. Knuth disagreed with both points. Responding to the second
guestion, she nade the follow ng statenent.

"There is nothing in this |anguage that addresses donestic
partnerships or nutually beneficial relationships at all.
This is conpletely silent about that, and so it can't
support those or allow those in its silence. At nost you're
saying that those are allowed under the Al aska Constitution
already and that they would continue to be allowed. But
there's nothing in the |anguage that says no other union is
simlarly situated to a marriage; no provision in this
Constitution shall be <construed to require something.
There's nothing in that |anguage at all that's helpful to
donestic rel ationshi ps or partnerships.

Ms. Knuth conti nued as foll ows.

On the first question, counsel had said that the affect of
this anmendnent would be to change the Alaska Suprene
Court's ruling in the ACLU case. I'm not sure that that's
true either because the Alaska Suprene Court was not
interpreting marriage and the benefits of marriage; it was
interpreting enploynent and the benefits of enploynent.
And, as an exanple, I'ma Tier | State of Al aska enpl oyee.
| paid as nmuch of a contribution for benefits the entire
time that | worked for the State of Alaska and if | have a
same sex partner, why should | not have the right to buy
the sane insurance for that person, or as a Tier | to have
it provided by the State of Alaska, as sonebody who's
dependent or partner is a legally recognized marri age.

Senator Seekins was trying to lunp marriages that are
illegal; to wed cousins within a degree of consanguinity
with gay and |esbian narriages. The United States Suprene
Court has said that you cannot do that. There is a
distinction. The U. S. Suprenme Court recognizes the rights
of states to prohibit certain marriages..and to say that
this is illegal conduct. They have ruled that states cannot
crimnalize gay and lesbian relationships. It cannot be
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crimnalized. And the fact that it cannot be crimnalized
is what put the Alaska Supreme Court in the bind in the
ACLU case. You have said that I'm not going to grant you
the sane civil recognition for sane sex nmarriage, but by
federal Constitution, you cannot crimnalize it. And so the
Al aska Suprene Court was saying in that case, what | have
to do is say for this class of people who you are
prohibiting fromthe civil rights of marriage, but which is
conduct that is constitutionally permssible, now that has
to be treated equally. And that's going to remain true
after this anmendnent to SJR 20. It's a conplicated issue.”

10: 09: 33 AM

Senat or Bunde appreciated the informati on Ms. Knuth provided.

10: 10: 28 AM

MARSHA BUCK, Representative, Parents Famlies and Friends of
Lesbians and Gays (PFLAG - Juneau, voiced being "equally as
confused" as Comrittee nenbers. She also appreciated Margo
Knuth's testimony. As a public «citizen, she would have
appreci ated having advance notice that a commttee substitute
would be offered today as many people's testinony, including
hers, was based on the previous version of the resolution. As a
consequence, that testinony mght be inappropriate to the
di scussion. Therefore, she would speak to the issue at hand
cont enpor aneousl y.

Ms. Buck spoke to her initial opposition of the resolution: gay
and | eshian sons and daughters and bisexual citizens were being
mar gi nal i zed today in the sane way that groups of people even in
Biblical tinmes "have been marginalized throughout history".
Provisions in the original resolution "definitely marginalized"
her | esbian daughter as well as her daughter's children as it
woul d have denied them access to the sane rights and benefits.
This was an affront to her Christian beliefs.

Ms. Buck stated that, like the original version, Version "G
m ght, upon review, also "feel discrimnatory". There is concern
that making the provision of benefits perm ssive rather than
mandatory for the State wuld also marginalize gays and
| eshians; it would "protect the rights of the mnority". "Wat
if there were a legislature that didn't |look at protecting the
rights of the mnority but |ooked only at taking a vote out to
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the mpjority, since we know the majority doesn’t always protect
the rights of a mnority." The rights of people such as her
daughter mght not be protected were the issue put to a vote of
the people. The benefits of State enpl oyees should be avail abl e
to her daughter and her grandchildren. This is an inportant
issue. Committee nenbers should take note of events that
occurred in the past.

10: 14: 20 AM

REVERAND M CHAEL BURKE, Rector, St. Mary's Episcopal Church,
testified via tel econference from Anchorage in opposition to the
Resolution. He is a husband and father and his famly would
represent "one of those traditional famlies people talk about

uphol ding and strengthening”". "The whole issue of gay and
| esbi an people and their partnerships is far fromsettled in our
faith comunities.” In his Christian denom nation, for exanple

these lifelong nonoganous partnerships are called blessings of
holy union and the discussion of what the Hebrew and Christian
scriptures say about human sexuality is a lively discussion and
it's far fromsettled

Rev. Burke rem nded Menbers that a generation or so ago, the
pl ace of people who were divorced or remarried were of a simlar
uncertain status in our faith comunities and in society. "The
argurment back then is the same that |'m hearing anong folks
today. That we need to uphold traditional marriage, strengthen
famlies, prevent the werosion of what was called public
norality, but in both churches and civil law, we recognize, |
think, the <conplexity of human relationships. That's been
reflected in changes in the law and in the noral judgnents we
make about people who are divorced or remarried. Make no

m stake, | believe there are threats to the famly unit today
that are real, that are substantial, but those threats do not
come from long-term stable nonoganous I'ifel ong | ovi ng

rel ati onshi ps whether they're straight or whether they are gay
or |l esbian. Those are the kinds of relationships that strengthen
our famly and our civil societies.

Rev. Burke continued, "So, to close, as an Al askan, as a father,
as a husband, as a Christian mnister, as one who has two young

kids that are going to grow up in this great State, | ask that
you reject” this resolution and "unequivocally take a stand for
the full human rights and respect in human dignity of all

Al askans", regardl ess of what actions are taken in other states.
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"Join nme in being proud to be an Al askan where basic civil
rights are never called special rights".

10: 16: 54 AM

FRANCI S MANYCXY, St udent , University of Alaska Anchorage

testified via tel econference from Anchorage in opposition to SIR
20 as it would deprive the State and its citizens of social and
econom ¢ benefits. Those supporting the bill tout it "to protect
the traditional marriage"” by providing benefits only to married
coupl es. However, federal |aw has recognized "honosexuality as
an acceptable lifestyle, which neans it's not imoral or
unet hical". Thus, denying honosexuals the right to marry has
resulted in "an acceptable, ethical, and noral mnority" who are
denied the right to joint health benefits.

M. Manyoky stated that the question would be whether this
resolution m ght encourage honbsexual people "to conform to the

vi ewpoi nt of those who propose this bill and have fraudul ent
het erosexual marriages in order to receive these benefits or do
those who propose this bill expect to discourage honbsexual s

from seeking enploynent” with the State; "either way the bil
woul d have a negative social and economc inpact"” on the State.

Were this bill to encourage heterosexual nmarriages anong
honmosexual Alaska State enployees "it would nock the very
sacredness of marriage those who propose this bill claimto be
protecting”". On the other hand, "were this bill to discourage

honmosexual s from working for the State, it would be unethically
discrimnative towards an acceptable mnority but it would al so
econom cal |y disadvantage the State as it would discourage many
exceptionally qualified applicants from applying for State
enpl oynment. " Those people would instead seek enploynment wth
nore accepting entities such as Wlls Fargo Bank and Provi dence
Hospital. The Al aska Native Hospital would |oose "desperately
needed” skilled nurses and doctors. "Since the professional
skills of a person are relevant to his or her incone,"” and being
that the national average inconme of honpbsexuals is approximtely
$20, 000 higher than the incone of heterosexuals according to
information on the Fam |y Research Council website, this would
indicate that "there would be highly valuable professional”
honmosexual s who woul d be di scouraged from working for the State.
He shared that Anchorage, with an index rating of 100, is on par
with the national average nunber of honosexual relations;
Juneau's index is 140. These nunbers would underscore the
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negative social and economc inpacts that passage of this bil
woul d incur to the State.

Co-Chair Geen stated that in order to provide sufficient tinme
for public testinony on this bill, the two mnute tine limt
woul d be strictly enforced.

10: 22: 02 AM

Senator Bunde noted that the bill's sponsor had distributed a
three-page letter [copy on file] from pastors and churches
belonging to the Alaska Famly Council, in support of SJR 20.
H s question however, was to which version of the bill the
letter was witten. If it was to the original bill, he wondered
whet her that support would continue to apply to Version "G'. He
al so noted that his pastor was not one of the letter signers.

10: 23: 00 AM

KAY ROLLISON testified via teleconference from Anchorage in
opposition to the resolution. She could not understand how the
Commttee could make a decision on this "extrenely inportant”
issue in a short period of tine when it took the founders of the
State's Constitution several nonths to develop that docunent.
Their educated and well-researched effort produced such things
as excellent resource devel opnent and equal protection clauses.
They endeavored to establish a governnent that would protect
citizens' equality rather than "second guessing it by social
norns of the day". |In days gone by, racial marriages were
unaccept abl e. However that has changed as the result of a change
in social nornms rather than a change in any type of "legal
contractual provision". A lively debate is occurring in this
country. She is proud to be an Alaskan as this State's
Constitution was well founded. The Conmttee had insufficient
time in which to address such an inportant issue.

Co-Chair Geen announced that individuals who had testified
previously to the earlier version of this resolution would not
be permtted to testify again due to tine constraints.

10: 25: 00 AM

CRYSTAL  SCHRI ER, Mot her , St udent at the University of
Al aska/ Fai rbanks, and Inactive Reserve Menber of the United
States Arny National Guard testified via teleconference from
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Fai rbanks. "As a soldier"”, she took the Constitutions of Al aska
and the country "very seriously”. She took exception to putting
forth "an anmendnent that discrimnates and that really doesn't
appear to have a purpose based on the testinony" presented.
Contrary to the bill sponsor's statenent, this resolution would
not allow nutual beneficiary contracts such as those currently
offered by the University of Alaska, as the experiences of the
states of Oegon, Kansas and Nebraska, which have adopted
simlar |anguage, would indicate that the |anguage coul d be used
"to deny benefits for sane sex partners”™ and common |aw
partners.

Ms. Schrier stressed that "the United States Suprenme Court has
deci ded that gay/lesbian enployees and citizens should not be
di scrimnated against, and this resolution, in its current form
says that it is recognizing nmarriage as the union of a man and a
woman. | don't believe that this is an issue of marriage ...CGvi
partnerships are a matter of giving civil rights to all
citizens, all taxpayers, all workers". Soldiers are risking
their lives to protect the Constitution that the Commttee is
t hi nki ng about changing. This "very very serious matter" should
not be acted upon wthout sufficient public input. The civil
rights of all Anericans nust be protected. She wurged the
Comm ttee to oppose the |egislation.

10: 27: 31 AM

JEREMY SM TH testified via tel econference from Fairbanks to urge
the Committee to reject this resolution.

10: 27: 46 AM

MATTHEW W EDERHOLT testified via tel econference from Fairbanks

He was confused about the purpose of bill. There is no danger in
all owi ng sane sex marriages and the fact that that issue is not
being addressed adds to "the anbiguity" of the bill. In his
opinion, if people are worried about such things as perversions,
“"the institution of marriage has been perverted since the very
beginning when people began getting divorces and nmaking
prenuptial agreenments and getting married for reasons that had

nothing to do with love and raising a famly... It is further
perverted by us discussing this issue and spending further noney
on it." He agreed with the coments made by Reverend Burke:

"there are way nore" inportant issues to address than this. He
was opposed to this bill.
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10: 29: 13 AM

CHERYL HUMMVE testified via teleconference from Fairbanks agai nst
the bill. Instead of working towards "fairness, equal treatnent,
and equal rights", this resolution would further discrimnation
of people the supporters of the bill "consider outside the
norm. Instead of expanding health care to Al askans, this
proposal would "narrow and restrict health care”. Her sister is
married to a man who has had extramarital rel ations,
di srespected her nunerous tines and "has taken advantage of her
financially". However, because they are nmarried, they are
entitled to better rights than those provided to her brother who
is in a long-term financially stable heterosexual relationship
but not marri ed.

Ms. Hunme, who was also "a strong supporter of gay rights",
stated that "the essence of this resolution is harnful to all
Al askans". She was "skeptical"™ of the commttee substitute,
particularly to the vagueness of its |anguage. Supporters of
this proposed amendnent bring the issue of sanme sex unions to
the forefront because this issue "can stir wup indignation”
"This proposal is against any individual who does not conformto
the mandate of" its supporters. She has heard repeatedly that
"peopl e who support this anmendnent are good people but it is
sinply a noral issue for thentf. She has cone to "loathe the use
of the term 'norals' because it is wusually a codeword for
judgnment”. She could not fathom how people "could talk about
norals and still be willing to work to destroy famlies that are
sinply different from your own". She urged the Commttee not to
support this resolution. She also did not appreciate Senator
Seekins's conparing incestuous couples to sanme sex coupl es.

10: 31: 30 AM

AMY PAGE voi ced her opposition to the resolution. The denocratic
process should not be utilized in this manner, as this is not an
i ssue that the "wi der popul ation” should decide. The individua
civil rights of mnorities are protected in both the United
States and Al aska Constitutions. Allowing the w der population
to vote on the Marriage Amendnent allowed it to be added to the
State's Constitution. Continuing with this resolution in that
manner woul d be depl orabl e.
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Ms. Page viewed the language in Version "G' as vague in regards
to mutual beneficiary relationships. "It would allow for any
kind of interpretation.” Efforts should be made to ensure that
all people could be treated equally under the law, in regards to
enpl oyer based health care benefits and nunmerous other rights.

10: 33: 56 AM

JUDY CRONDAHL addressed "the poorly drafted and anbi guous
anmendnent " | anguage in both the original version of the bill and
Version "G'. Wile the passage of this legislation would not
incur any financial inpact to the public at large, the State
woul d incur expenses due to the years of litigation that would
result. "Conversely, failure to pass this resolution would help
many people to obtain health insurance and reduce personal
medi cal expenses at no additional cost to the State." Menbers of
the legislature, especially nenbers "of this Conmttee would be
irresponsible to approve a resolution "that would place an
additional financial burden on the Departnment of Law and serve
no public function". Furthernore, it would be contrary to the
teachings of Jesus who pronoted l|oving one's neighbors and
hel ping the nost vulnerable anong us. This would, in today's
soci ety, include those who have no health insurance.

10: 35: 17 AM

EVE DI LLI NGHAM Representative, University of Al aska Southeast
Faculty Senate, read into the record the organization's
resolution [copy on file], dated March 24, 2006. The resolution
supported the University of Alaska Board of Regents' policy of
non-di scrimnation and comended its policy of provi di ng
"financially interdependent partner (FIPs) benefits".

Ms. Dillingham also agreed with the remarks of Margo Knuth and
Rever end Burke.

10: 37: 58 AM

DANI EL COLLI SON, State of Al aska Enpl oyee, spoke in opposition
to SJR 20. This resolution would, on a "practical level", inpact
his famly. For exanple, had his partner who is also a State of
Al aska enployee been able to submt his recent $1,200 dental
work claim as a joint benefit coverage, his out of pocket
expense woul d have been significantly reduced. Version "G' would
"allow public entities to discrimnate against gays and

SFC- 06 (23) 04/ 28/ 06



| esbians”. The citizens of the State should have the right to
vote on public policy matters such as sales taxes; however, "in
a denocracy, neither the public nor the legislature should have
the right to vote” on mnority or civil rights issues. This is
what would be allowed were this resolution to pass.

10: 40: 07 AM

KEN SMTH, State of Al aska Enployee, stated his opposition to
SJR 20. The intent of both the original resolution |anguage and
that of Version "G' would be "to deny benefits to partners of
same sex coupl es".

10: 40: 47 AM

PAULA TERREL appreciated hearing Senator O son's earlier remark
that this discussion "is not about narriage, it 1is about
enpl oyment rights and benefits". She urged legislators to focus
on that issue because that is the issue. That was what the
Al aska Supreme Court ruling addressed. She understood that
Version "G' would nake extending benefits "permssive". In other
words, "it would allow, for exanple, the legislature to either
grant or not grant enploynment benefits to sane sex partners”. In
her opinion, this would "open up a can of worns". If the State
or the legislature refused to grant benefits, "it would conme
right smack back in front of the courts because again it is
di scrimnatory”. The Al aska Supreme Court could not be told how
to interpret the State Constitution. Alaska's Constitution is
"very strong" on rights of i ndi vi dual s and is not
discrimnatory. It should not be conpared to the constitutions
of other states. In summary, this resolution would create nore
probl enms. She was opposed to SJR 20.

10: 42: 54 AM

Senator Dyson asked Ms. Terrel to share her thoughts as to what
should constitute "a couple or a famly, and therefore who
shoul d get the benefits of an enpl oyee".

Ms. Terrel was unsure how to respond, as even "a commtted
relationship" in a marriage <could end in divorce. She
communi cated however, that the University of Alaska has
specified guidelines for its benefits determ nation.
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Senator Dyson agreed with M. Terrel's use of the words
"conmitted relationship”. However, the fact that he is "really
commtted to a quite a nunber of people” would not "make us a

couple". In addition to being a commtted relationship, sone
states require there be "an intimte relationship, which is code
word for sexual". Were the State to expand beyond the formalized
process that we call marriage, it would encounter a slew "of
subjective things". Therefore, he asked M. Terrel whether a

couple nust have an intimate relationship as well as a conmtted
rel ati onship.

Ms. Terrel responded that identifying "the standards"” as to who
would qualify for health care and other benefits would be
"oversteppi ng" her expertise. However, nore thought should be
given to SIJR 20 as it "is really discrimnatory". Carefu

consi deration should be taken in order to avoid creating "a | ot
of pain and ...l egal problens".

10: 45: 29 AM

GLENN GRAY spoke in opposition to Version "G' "because it would
allow discrimnation". Wwen his Irish ancestors canme to the
United States centuries ago, they were discrimnated against.
Wien his nother married his father in 1934, "the famly was
scandal i zed because he was an Italian Anerican”". Wile his

father "dealt with that" by changing the famly name to "G ay"

such an easy solution would not be available to people dealing
wth this issue. The "live and let live attitude" he enjoyed
when he noved to the State in 1976 has changed over tinme. Now a
"vocal mnority" is telling us "that it's okay to be different

as long as you're just like thenm. He asked the Conmttee to
oppose the resolution. The conmttee substitute is confusing
and, rather than being permssive as argued, it wuld be

permssive in that it would allow and pronote discrimnation.

10: 47: 10 AM

STEVE HAM LTON, |ocal businessman, stated "that this is the
first tinme in all of ny 54 years that | have found it necessary
to tell anyone that | am gay. | am disappointed that you are

making an attenpt to discrimnate against ne sinply because of
my sexuality."” His sexuality "has never been an issue" in either
his work or famly Ilife. He grew up in the Mdwest wth
"ul traconservative" parents who |oved him "unconditionally".
"God created ne ...and loves ne for who | am God sinply created
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ne a little different than some of you. The sane as we have no
choice in our physical makeup,” either in the color of our skin,
the color of our eyes or our statute, "God created us the way he
chose. Pl ease have the respect for all of us, and let this bil
di e. Thank you."

10:48: 51 AM

KAREN WOOD, acconpanied by her and her partner's six year old
daughter, WIlla, inforned the Committee that she and her partner
were two of the plaintiffs in the ACLU v. State & Minicipality
of Anchorage | awsuit which pronpted this resolution. She and her
partner joined the |lawsuit because "we believed we were being
di scrimnated against by not being able to cover one another
under our respective health insurance policies". They have spent
tens of thousands of dollars out of pocket "that our married co-
workers and their spouses did not have to spend. This affects
our famly" financially and "enotionally as it is yet another
message to us that we are not equal or as good as our straight
married co-workers."

Ms. Whods reveal ed that she had wanted to stay honme a few years
with WIlla after she was adopted because they believed it was
inmportant for a child to have that time with a parent. However
because she had nedical issues and could not be covered under
her partner's health insurance, she could not stay hone wth
Wlla. This situation affected her and her partner's life as
well as WIlla's. Wre this resolution adopted and sonething to
happen to either her or her partner, the surviving parent could
not "access benefits or the deceased partner's health benefits".
This would place the famly at financial risk.

Ms. Wbods continued, stating "By witing discrimnation into
Al aska's Constitution, you would not only be discrimnating
agai nst us as gay and lesbian people, you would be
di scrimnating against our children". Parents want to provide
their children good lives. Gay and |esbians are no exception.
"Why should their children be offered less than any child in the
State whose parents are married? Wiy shouldn't she be provided
the same financial security and economic options as those
children? There are thousands of children who live in famlies
like ours in the State. Please do what you know in your hearts
is right, to allow our kids to be provided for as equals to the
other children in our State." She urged the Commttee to "do the
right thing".
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10: 52:42 AM

LAURA M NNE opposed both the original version of the bill and

Version "G'. The tinme is now for Alaska to respect its
Constitution and the people it protects. Amending the State's
Constitution further "to renove, rather than to enhance,
protections is wundeniably un-Anerican". Famlies and schools
endeavor to teach children to welcone diversity, "to accept
differences in others, and to be willing to take a stand for

what we believe is right". As parents of a ten-year old boy, she
and husband work diligently to teach him values including
fairness, tolerance and acceptance of all types of people and

famlies, "both conventional and unconventional". Children are
not borne with discrimnating thoughts or prejudices; they |learn
it from adults in their lives. Parents and "leaders |ike you

have the responsibly to all our children, to all our famlies,
to begin, as a society, to walk this talk of enbracing diversity
t hrough the denonstration of equality and justice for all". She
pleaded wth the Commttee not to advance legislation "that
woul d undeniably discrimnate against a mnority group of
citizens who have the same commtnents to their famlies, their
churches, their relationships, their communities, and to this
state as you do. Equal protection of the |aw neans everyone. |
ask that you take a stand for what is truth and just and do not
all ow this proposed anendnent to go any further."

10: 55: 13 AM

Senator Dyson asked whether M. Mnne considered federal
congressional actions in the 1880s that refused a state that
condoned polygany to enter the wunion, to be "inproper or
di scrim natory".

Ms. Mnne could not coment, as the different philosophical
reasoning that acconpanied that issue nmade it difficult to
conpare to the issue before the Conmmittee. SJR 20 addressed the
i ssue of commtted rel ati onshi ps.

Senator Dyson clarified that, rather than asking for a
conparison, his question was whether she considered it inproper
for the governnment to decide that conmmtted relationships would
only include two peopl e.

Ms. M nne could not conment.
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There being no further testifiers, Co-Chair Geen announced that
public testinony on SIJIR 20 was concl uded.

AT EASE 10:56:14 AM/ 10:56: 37 AM

Co-Chair Geen rem nded that the Conmttee would reconvene | ater
in the day to address the other bills on today's agenda.

Co-Chair Green renoved her objection to the adoption of the
Version "G' commttee substitute.

Co-Chair WIken noved to report the commttee substitute from
Commttee wth individual recommendations and acconpanying
fiscal note.

Senator Bunde objected. Furthering this |egislation would not
acconpl i sh anyt hi ng.

Co-Chair Geen informed the Commttee that the three page letter
from church pastors, which had been distributed earlier, was
witten to the original version of the bill. Wile that version
would be their preference, they would extend their support to
the conmittee substitute.

A roll call was taken on the notion to report the bill from
Conmittee.

I N FAVOR: Senator Dyson, Co-Chair WI ken, Senator O son, and Co-
Chair G een

OPPCSED: Senat or St ednan, Senator Bunde, and Senat or Hof f nan

The noti on PASSED (4-3)

SRJ] 20 (FIN) was REPORTED from Committee with previous $1,500
fiscal note #1 from the Division of Elections, Ofice of the

Li eut enant Gover nor .

RECESS 10:58:28 AM/ 3:09:29 PM
#sb272

CS FOR SENATE BILL NO 272(L&C)
"An Act relating to nortgage |enders, nortgage brokers,
state agents who collect program adm nistration fees, and
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ot her persons who engage in activities relating to nortgage
lending; relating to nortgage |oan activities; relating to
fees for recorded nortgage loan instrunents; and providing
for an effective date.”

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

Co-Chair Green noved to adopt CS SB 272 24-LS1644\U, as the
wor ki ng docunent, and objected to receive an expl anati on.

3:09: 59 PM

AMY SEITZ, Staff to Senator Tom Wagoner, the bill's sponsor,
informed the Commttee this bill would establish nortgage
licensing practices. Alaska is the only state that does not have
this "consumer protection"” feature in law, and as a result the
Al aska Division of Banking and Securities does not have the
authority to investigate conplaints received. The Division
receives approximately 20 legitimte conplaints each week, in
addition to 50 phone calls regarding questionable |[|ending
practices. Five years worth of efforts have culmnated in the
current "U' version of the bill.

Co-Chair G een asked what interests nay |ead a person to support
or oppose this bill.

3:12: 00 PM

Ms. Seitz informed that support is the result of recognition
that consuners need protection. The industry and the State
support the bill for that reason. The opposition cones from
peopl e who woul d rather |icense the | oan originators.

Co-Chair G een asked where she mght find a | oan originator.

Ms. Seitz replied that an originator wuld neet wth an
applicant "face-to-face" to enter into a | oan agreenent.

Ms. Seitz explained that the proposed |egislation would protect
consuners from any problens caused by the originator, as the
| anguage applies to enployees of a |icensed business. Qpposition
to the bill is based on "personal preference" rather than issues
of protection.
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3:13:42 PM

Co- Chai r Green asked regarding certification or i cense
requirenments.

Ms. Seitz responded that no licensure requirenents exist in the
State. Sone groups are federally regulated, such as State banks.
Smal | residential nortgage conpani es, however, are not |icensed.

Senator O son understood the bill contained protections against
"predatory | enders", and asked how those provisions would affect
| oans negoti ated between private parties.

3:14: 48 PM

MARK  DAVI S, Director, Division of Banking & Securities,
Departnment of Conmerce, Conmunity and Economc Devel opnent
testified via tel econference from Anchorage, and responded that
under Sec. 06.60.020(1) added by Section 2 on page 2 lines 14
through 17 of the bill, a person who nmakes fewer than six
nortgage loans in a 12 nonth period would be exenpt from the
licensing requirenents.

Senat or O son acknow edged.

M. Davis continued that while the proposed |egislation would
take two years to fully inplenent, it would allow the Division
to imMmediately require licensing of all new conpanies wi shing to
enter the Alaska nortgage narketplace. He indicated that the
State's "strong housing market" had nmade it attractive to
nortgage | enders, and the ability to license those businesses as
they enter the marketplace would be beneficial to Al aska. State
banks are currently regulated by federal guidelines, but other
subsidiary nortgage conpanies operated by banks are not. This
| egislation would create a "nore even playing field'. He urged
passage of the bill.

3:18: 20 PM

Senator O son asked how the regul ations would apply to the self-
financed sal e of a building.

3:18: 55 PM
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ROGER PRI NCE, Departnent of Conmerce, Conmunity and Econom c
Devel opnent, testified via teleconference from Anchorage that
that type of transaction would be exenpt fromthis bill

Senator O son asked where the exenption was defined in the bill.

M. Prince located the |anguage in Sec.06.60.990 (11)(A), added
by Section 2 on page 21 lines 25 through 30.

3:19:53 PM

Senat or Dyson was "wary" of bills that require licensing, as he
considered them often an attenpt by an established group to
control conpetition. He asked for assurance that this bill was
truly ained at protecting consuners and not an attenpt to
restrict access to other potential |enders.

3:20: 51 PM

Co-Chair WIlken presided over the following portion of the
nmeet i ng.

Ms. Seitz relayed that larger entities are already regulated.
This bill would address the snmaller nortgage |enders that are
not currently |icensed.

3:21: 34 PM

M. Davis referred to a "payday lending" bill that had been
passed the previous Vyear. It was anticipated that that
regulatory bill would decrease conpetition in the field. The

opposite effect occurred, as 23 additional |enders entered the
mar ket pl ace and rates decreased. He concluded that the effect of
licensure was to "increase conpetition and increase the nunber
of menbers in the industry”, and surm sed the sane results could
be expected in the field of nortgage |ending. He stressed that
the Division would endeavor to ensure the burden of Iicensing
did not have detrinental effects on small businesses.

3:23:10 PM
Senat or Dyson assuned that nortgage |ending conpanies that chose

not to conduct business in Alaska did so due to the possibility
of "undercutting"” by unreputable, unlicensed conpanies. He asked
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for exanples of such "horror stories" as indication of what this
| egi slation intended to prevent.

3:23: 51 PM

M. Davis exanpled one case currently under investigation in
which nortgage lending appeared to be used as a nethod of
| aundering noney. Another problem related to |ack of oversight
is referred to as the "bait and switch" tactic, in which a
person is prom sed one rate by a nortgage broker, but at closing
are locked into a higher rate. Variations in disclosure letters
and "less than honest" prequalification letters also pose
potential fraud risks to the consuner. This bill would preserve
the Departnent of Law s ability to address these issues.

3:25:50 PM

DOUG | SAACSON, Past President, Al aska Association of Mortgage
Br oker s, Pr esi dent, Gold Coast Mor t gage, testified via
tel econference from Fairbanks, that this bill would encourage
accountability. He addressed the "bait and switch" issue and
expl ained that while sonme instances of higher interest rates at
closing are in fact due to dishonest or fraudulent clains, sone
nmerely reflect changes in the market. If a person enters |oan
negotiations w thout "locking" the discussed interest rate, it
is comon for rates to fluctuate during the tine it takes to
finalize a nortgage |loan, which may result in a higher rate at
the time of closing. He understood |anguage was developed to
address this.

M. I|saacson was concerned that the current "U' version of the
bill did not include "a person who is exenpt under AS 06.60. 020"
in the |anguage of Sec. 06.60.420 Prohibited activities., as
added by Section 2 as the previous Labor & Commerce Conmttee
substitute Version "R' had. He suggested that |anguage was
necessary to protect consuners in all types of nortgage
transactions, including those through an "exenpt" entity. He
al so contended that an exenpt person should be required to file
for exenption with the State. He proposed the provision in Sec.
06. 60. 340 of Section 2 which required the Departnent to conduct
exam nations of |icensees every 36 nonths be nodified to allow,
but not require, the exam nations. He encouraged clarification
of Sec. 06.60.600(b) and recomended allowing the fee to be paid
by any party to the transaction.
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3:30:39 PM

Co-Chair Geen resuned Chair, and asked the location of the
proposed | anguage change.

M. lsaacson stated the Alaska Association of Mortgage Brokers
support for the bill, and comented that if the fiscal note
indicated a profit from the licensing fees, the cost of audits
and regul ati ons shoul d correspondi ngly be reduced.

3:32: 44 PM

GREG WLLIAVMS, Regional Director of State Governnent Affairs,
American Financial Services Association (AFSA), testified via
tel econference from an offnet location in Denver, Colorado. He
infornmed that AFSA nenbers are all supervised or regul ated under
state and federal law, and engage in auto finance, personal
| oans, and nortgage lending. He appreciated the efforts of the
Departnent and the Division of Banking, and would support the

bill as anended. He understood that several concerns AFSA had
with the original bill had been addressed through the commttee
process.

3:37:29 PM

Co-Chair Geen asked if M. WIIlianms' concerns had been
addressed in the current "U'" Version of the bill.

Ms. Seitz replied that an anendnment had been sent to the
Legi sl ative Affairs Agency, D vision of Legal Research Services
to be drafted but had not yet been conpl et ed.

Co-Chair G een renoved her objection to adopting Version "U'

Wthout further objection, Version "U was ADOPTED as the
wor ki ng docunent .

Amendnent #1: This anendnment del etes "Except for AS06.60.400 -
06. 60. 440", from Sec. 06.60.020 added by Section 2 on page 2,
line 14. The anmended |anguage reads, " Sec. 06. 60. 020.
Exenptions. This chapter does not apply to.."

In addition, this anmendment deletes "a record of" from Sec.

06. 60. 090(4) added by Section 2 on page 6 line 22; deletes "a
conviction" and inserts "been convicted" in subparagraph (A) on
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line 23; and deletes "an act, an omi ssion, or a practice" and
inserts "committed an act, nade an om ssion, or engaged in a
practice" in subparagraph (B) on line 26. The amended | anguage
reads as foll ows.

(4) has, within the previous seven years,

(A) been convicted, including a conviction
based on a guilty plea or plea of nolo contendere, of
a crinme, including fraud or another crime involving

per sonal di shonesty;

(B) commtted an act, nade an om ssion, or
engaged in a practice that constitutes a breach of a
fiduciary duty;

Furthernore, this anendnent deletes the |anguage of Sec.
06.60.090 (©) and (D) added by Section 2 on page 6, |ine 28,
through page 7, line 1 and inserts new |anguage to read as
foll ows.

(© had the person's participation in the
conduct of a business limted by an adm nistrative act
of a federal or state agency, including the suspension
of a license for engaging in an occupation; or

(D had a license for engaging in an
occupation revoked or termnated for cause by a
federal or state agency.

The anendnent also inserts a new subsection to Sec. 06.60.120
added by Section 2 following Iine 18, page 8 to read as foll ows.

(1) Wiile a license is inactive under this section,
the person holding the inactive license shall continue to
maintain records as required by AS 06.60.250 for the
busi ness transactions of the person that occurred before
the |license becane inactive.

(j) Wiile a license is inactive under this section,

the departnent nay take action against the license, the
person holding the inactive license, or both wunder AS
06.60.300 - 06.60.360 and 06.60.500 - 06.60.540 for

nonconpliance with this chapter before the license becane
inactive or for nonconpliance with this section while the
license is inactive.

(k) Except as otherwise provided in this section and
by regul ati ons adopted by the departnent, the provisions of
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this chapter do not apply to a person holding an inactive
i cense under this section.

Co-Chair Geen noved for adoption and objected for an
expl anat i on.

3:39:18 PM

Ms. Seitz explained that this anmendnent woul d address two issues
raised in a nenorandum from Division of Legal and Research
Services, as well as make a technical deletion. The anmendnent
clarified additional grounds for denial of l|icense as specified
in Sec. 06.60.090, added by Section 2. It also specified which
provi sions would be applicable to an inactive license, requiring
the licensee to retain records for three years and providing the
Division the authority to investigate clains brought against the
licensee while they were acti ve.

Co-Chair Geen remarked that "this is a |lot of new | aw'
3:41: 23 PM
Wt hout further objection, Anendnent #1 was ADOPTED

Co-Chair Green stated that M. WIIlians had proposed additiona
| anguage changes for the bill, which would be addressed after
conpl etion of public testinony.

3:42: 58 PM

LAURI E HOLT, O ficer of Resi dent i al Lendi ng, Mor t gage
Qper at i ons, Al aska Housi ng Fi nance Cor por ati on ( AHFC)
Department of Revenue testified via teleconference from an
offnet location on behalf of AHFC. Wiile she had not had an
opportunity to review the current conmttee substitute, AHFC was
supportive of the "concept” of +the |legislation. She urged
passage of the bill.

3:44: 07 PM
M. Prince was avail able to answer questions.

3:44: 48 PM
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JOE BRAMMVER, Al aska Association of WMrtgage Brokers, testified
via teleconference from Anchorage in support of the intent of
this legislation. H's Association had been working closely with
the Al aska Associ ation of Mrtgage Bankers and others to address
obstacles wthin the industry. Many nenbers of the Al aska
Associ ation of Mirtgage Brokers are small businesses enploying
only a few people. Al aska regulations have been detrinental to

these businesses; t heref ore, they  support the proposed
| egi sl ation. He was concerned about the nine exenptions wthin
the bill. During a Senate Labor & Comrerce Committee hearing, he

had proposed that a person nust apply for and be granted
exenption. This provision is not currently contained in the
bill. He told of "chatter” within the industry indicating that
many nortgage brokers have been attenpting to define thensel ves
as "exenpt" based on the current |anguage.

3:46: 51 PM

JOHN MARTIN, testified via teleconference from Anchorage, and
referred to his witten testinony [copy on file]. He inforned
that his suggestions had not been incorporated into the current
commttee substitute. He requested his subm ssions be included
in the bill. He stated that licensing is needed, and this bill
is "on the right track".

3:48:40 PM

KEN GAIN, Secretary/Treasurer, Independent Lenders of Al aska,
testified via teleconference from Anchorage, that the proposed
legislation is "not unduly burdensone” to small businesses, and
provi des needed protection. He described the anendnents as
appropriate, and noted that the bill is supported by three
regul ated trade associations as well as by the Departnent.

3:49: 57 PM

JOHN CARNMAN, Past Pr esi dent, Al aska Mor t gage Banker s
Association, testified via teleconference from Anchorage, that
he had been involved in advancing legislation of this type for
approximately five years. He noted the efforts and conprom ses
that have occurred to reach this position. No regulations
currently exist, and he offered anecdotal evidence that the |ack
of regul ations make nortgage |ending attractive to untrustworthy
persons. He urged passage of the bill.
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AT EASE 3:53:08 PM/ 3:54:58 PM

Amendnent #2: This conceptual anmendnent inserts "as defined in
15. U S.CA 1602(a)" followwng "a nortgage |oan"; deletes
"best" following "borrower's"; and inserts "may include, but are
not limted to" following "interest"” in Sec. 06.60.430, added by
Section 2 on page 16, lines 20 through 24. The anended | anguage
reads as foll ows.

Sec. 06.60.430. Certain refinancing prohibited. (a) A
nortgage broker may not refinance a nortgage |oan as
defined in 15 U S.C A 1602(aa) within 12 nonths after the
date the nortgage loan is originated by the |I|ender or
br oker, unless the refinancing is in the borrower's
i nterest.

(b) The factors to be considered when determning if a
nortgage is in the borrower's interest may include, but are
not limted to, whether

(1) ...

This amendnent also deletes "nortgage broker” where it appears
in Sec. 06.60.440 and nmkes necessary conform ng changes;
del etes "30 days before a change occurs in the billing address
of the nortgage | ender or nortgage broker"; inserts new | anguage
following "witing"” in subsection (c); and adds a new subsection
(d). The anmended | anguage reads as foll ows.

Sec. 06.60.440. Escrow accounts. (a) A nortgage |ender
and a borrower may agree that the nortgage |ender will keep
in an escrow account all noney that the borrower is
required to pay to defray future taxes or insurance
premuns or for other |awful purposes. The escrow account
must be a trust account or another account that is
segregated from the other accounts of the nortgage | ender
The nortgage | ender may not conmi ngle the borrower's noney
with the general funds of the nortgage | ender.

(b) A nortgage lender may not require a borrower to
pay noney into escrow to defray future taxes, to defray
i nsurance premuns, or for another purpose, in connection
with a subordinate nortgage |oan, unless an escrow account
for that purpose is not being naintained for the nortgage
| oan that is superior to the subordi nate nortgage | oan.

(c) A nortgage |lender who is holding noney in escrow
for insurance premuns shall notify the insurer in witing
within 30 days after the billing address of the nortgage
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| ender changes, or 60 days before the renewal date of the
i nsurance policy, whichever is later.

(d) A nortgage broker who accepts funds belonging to a
borrower in connection with a nortgage |oan shall deposit
all those funds into a trust fund account maintained by the
broker in a bank or recognized depository in this state
The nortgage broker may not conmi ngle the borrower's noney
with the general funds of the nortgage broker. Al funds
deposited by the broker in a trust fund account shall be
mai ntained there until di sbursed by the Dbroker in
accordance with the instructions fromthe borrower.

Co- Chair Green noved the amendnent and objected for explanation
3:55:23 PM

Ms. Seitz explained that because no legal definition of "best"
is provided in regard to the phrase "borrower's best interest”
t he anmendnent renoves the word "best” from Sec. 06.60.430 |ines
28 and 30. It also clarifies other restrictions that may be used
to determine what is in the borrower's best interest.

Co-Chair Green read the anmended |anguage, "may include but are
not limted to".

Ms. Seitz continued that the anendnment also nodifies the
requi renents for escrow accounts in Sec. 06.60.440, creating a
new subsection (d) in that section to regulate how those funds
shal | be managed.

Co-Chair Green read the | anguage added by the anmendnent.

3:57:31 PM

Co-Chair Green asked Senator Bunde, as Chair of the Labor &
Commerce Committee, if he found the changes acceptabl e.

Senat or Bunde affirned.
Co- Chair Green renoved her objection.
Amendnent #2 was ADOPTED wi t hout further objection.

3:57:57 PM
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Senator Bunde noved to report the bill, as anmended, from
Commttee wth individual recommendati ons and acconpanyi ng
fiscal notes.

There being no objection, CS SB 272(FIN) was REPORTED from
Commttee with $259,200 fiscal note #1 from the Departnent of
Commerce, Comrunity and Econom c Devel opnent.

AT EASE 3:58:53 PM/ 3:59:09 PM
#sb309

CS FOR SENATE BILL NO 309(L&C)

"An Act establishing a construction trades training grant
program for award by the Departnent of Labor and Workforce
Devel opnent, providing for special enployee unenploynent
contributions to fund the program and an offsetting credit
agai nst the enployees' general unenploynent contribution,
and providing for an expiration date for the program
contributions, and credit; and providing for an effective
date."

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

GREG O CLARAY, Comm ssioner, Departnent of Labor and Workforce
Devel opnent, characterized the bill as "nust pass |egislation”
necessary to neet the State's needs in the construction
industry, and to prepare Alaska's workforce for the potential
formati on of a natural gas pipeline in the future.

TOM MAHER, Staff to Senator Therriault, explained the bill and
t he sponsor statenent [copy on file], which reads as foll ows.

This legislation responds to the wupcom ng opportunity to
train resident Alaskans to fill the thousands of high
paying jobs that will be created in the construction of a
gas pipeline by providing a stable stream of revenue,
subject to legislative appropriation, to Alaska Wrk
Partnership, Inc. or other qualified nonprofits for both
training and i ncreasi ng t he capacity of training
facilities.

Wth a project as large as the gas pipeline and the
t housands of jobs it will create, we nust start now to nake

SFC- 06 (39) 04/ 28/ 06



sure resident Alaskans are trained and enployable. This
bill provides the nulti-year commtnent necessary to do
that. This funding will Ileverage industry investnent in
training facilities and equipnent to build private sector
training capacity and increase industry capability for
sustaining training into the future.

In 2005 there were nore than 20,000 individuals enployed in
Al aska construction trades with annual inconmes approaching
$60, 000. Unfortunately, one in every five jobs, or 20%
bel ongs to individuals, who according to Permanent Fund
Dividend Eligibility are recent arrivals to Al aska. These
high paying jobs wll <continue to attract workers from
other states and countries. Also, wth our 45% of our

resident construction workforce being over 45 years old,

industry mnust renew it's workforce wth thousands of

appropriately training workers.

Al aska Wrks Partnership, 1Inc. has devel oped successful
progranms that are proven effective in noving residents into
construction jobs. In the past five years AW has hel ped

nore than 1,000 residents becone enployed in construction
More than 85% of the residents AW has served are enployed
in construction as a result of training. Mdire than 90% of
the workers Alaska Wrk Partnership, Inc. trains are not
menbers of a union. The majority of workers placed in jobs
wor k for non-union enpl oyers.

SB 309 will divert 1/10th of a percent of current enployee
contributions to a new "holding account” for appropriation
by the Legislature. Estimated incone to the account is

projected to be over five mllion a year. Wth increased
payroll wthin the state, the Departnent of Labor has
projected that it is highly wunlikely that this smal

per cent age di ver si on will cause any i ncrease in

unenpl oynent insurance rates.

The Senate Labor and Comerce Conmittee anended this
| egi sl ation to al | ow grants to ot her nonprofit
corporations, as determned by the Commissioner, to be
qual i fied and capabl e of providing this training.

SB 309 is slated to sunset in six years and requires an
annual report on perfornmance.
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M. Mher overviewed the fiscal notes, and noted the six-year
termnation date with annual reporting requirenents. He |ocated
changes nmade by the Senate Labor & Commerce Conmttee on page 2
line 12, that allowed for grants to be made to nonprofit
training entities other than AW,.

4:06: 48 PM
M. Maher referenced nunerous letters of support for this bill.

AT EASE 4:07:24 PM /4:08: 00 PM

4:08: 38 PM

Senat or Hof f man requested further informati on about t he
construction |abor force's growmh of "15 percent over the next
five years" referred to in fiscal note #1.

Comm ssioner O Claray replied that the figure was a statew de
projection. He informed that the Al aska Wrks Partnership (AW)
trains nore rural residents than urban residents, and considered
the program a "good balance". This funding stream would allow
"concerted" training efforts in both rural and urban areas, as
well as redirecting nore than $3 million fromthe State Training
and Enpl oynent Program (STEP) fund back to the State for use in
ot her industries.

Co-Chair Green inquired as to the relation between this bill and
the funding for the proposed King Career Center.

Comm ssioner O Claray responded that the King Career Center
would likely receive funding in the FY 07 Capital Budget for a
pilot program and this funding stream would sustain those
prograns beyond the pilot period.

Co-Chair WIken had received comrents regarding this bill as a
“uni on/ non-uni on" issue. He had directed those concerns to
Senator Therriault's office, and hoped Senator Therriault had
addressed those matters.

4:11: 32 PM

Senat or Bunde reported that the amendnent adopted in the Senate
Labor & Conmerce Committee offered the opportunity for any non-
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profit corporation to apply for funding for training progranms
under this bill.

Co-Chair Green asked if that was the |anguage specified on page
2, line 12.

Senat or Bunde affirned.
4:12: 24 PM

Co-Chair WIken was aware of concerns that this bill would
di vert nonies away from the unenpl oynent insurance (U) fund. He
asked if U benefits would be fully funded.

Comm ssioner O Claray predicted 20 years of continual growh in
the State's econony, with new enployees' U contributions being
added to the fund along with existing enployees'. The affect of
this bill would be "mnimal", and would not have an adverse
affect on enployers' rates, as the fund is supported by enpl oyee
contri butions.

Senator O son asked regarding training of rural residents.

Comm ssioner O Claray speculated that approximtely 40 percent
of the participants involved in pipeline training in Fairbanks
in recent years were residents of Rural Al aska. He recounted
that AWP trains primarily in rural areas.

Senator O son inquired where the training had occurred, other
than King Career Center.

Comm ssioner O Cl aray woul d provide the requested information

Senator O son asked if dormtory facilities were available at
the training |ocations.

Commi ssioner O Caray inforned that nmany of the facilities
provi de housing for the trainees.

4:15: 06 PM

Co-Chair Geen asked online testifiers to abbreviate their
testinmony in light of the tinme constraints.

4:15:44 PM
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M KE ANDREWS, Director, Alaska Wrks Partnership Inc., had
provided a map [copy not provided] indicating the regions where
AW had conducted training. He urged support for the bill. He
qualified that AW was forned as another avenue for people to
receive training outside of the traditional union nenbership.
The two entities are synbiotic, not conpetitive, and for that

reason, this bill should not be viewed as a "union/non-union"
matter.

4:17: 37 PM

JOHN BI TNEY, Lobbyist, Al aska State Honebuil ders Association,
testified in support of the bill. The Association is not a union
group, but supportive of the bill as "a rising tide floats all

boats". He hoped his Association would be included in the annual
reporting requirenments contained in the bill.

4:18: 59 PM

RI CHARD CATTANACH, Executi ve Di rector, Associ at ed Gener al
Contractors, testified via teleconference from an offnet
| ocation in support of the bill.

4:19: 21 PM

JAY QUAKENBUSH, President, Building and Construction Trades,
testified via tel econference from Fai rbanks and urged support of

the bill. He recognized the potential future natural gas
pi peline as a nonunental construction project, and warned that
"our borders are open" for out-of-state workers to fill jobs in

Al aska. He exanpl ed the thousands of workers who cane from ot her
states to work on the construction of the Trans Al aska Pipeline
System (TAPS) and |eft the state upon conpletion. He understood
this bill as providing a "proactive" way of addressing
enpl oynment issues in Al aska.

4:20:54 PM

JIM LAITI, Business WMnager, Pipefitters Local 375, testified
via teleconference from Fairbanks in support of the bill. He
identified demand for construction workers for the proposed
natural gas pipeline, TAPS mai ntenance, possible devel opnent of
the NPRA area, and Al pine devel opnent. These projects
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illustrate a need for nore trained workers, and he urged support
of the bill.

4:21:56 PM

CLICK BISHOP, testified via teleconference from Fairbanks in
support of the bill.

4:22:26 PM

M KE  SAMSCN, Pr esi dent, Sanson  Electric, testified via
tel econference from Anchorage. He is a nmenber of the Associ ated
Building Contractors (ABC) and dedicated to the training
process, but was concerned that ABC may not be included in the
program Neither Samson Electric nor ABC has received any
funding under the STEP program for their training practices. He
woul d support an anendnent to specifically include ABC along
with AWP.

4:24: 33 PM

Bl LL WATTERSON, President, Watterson Construction, testified via
tel econference from Anchorage. H s conpany enpl oys approxi mately
200 people, and nore than 98 percent of payroll checks are
witten to Alaska residents. He opined that trained Al askan
workers are better enployees than "booners" that cone to the
state to work for short periods. He informed that over 35
percent of people enployed by his conpany as craft workers are
menbers of ethnic mnority groups. He would support the bill if
the enployer was allowed to designate which training program
their contribution would fund.

4:26:40 PM

JULIE  AUNE, Vice President, AAA  Fence, testified via
tel econference from Anchorage. She represents a small, famly
owned conpany with no nmeans to train enployees as there are no
specialty training progranms. She would like to be able to chose
the training provider if her conpany is contributing financially
in any way.

4:28: 38 PM
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M KE SEXTON, Executive Director, Mechani cal Contractors of
Fai r banks, testified via teleconference from Fairbanks in
support of the bill, and encouraged its passage.

4:29:12 PM

VENDY REDMAN, University of Alaska, testified via tel econference
from Fairbanks in support of the bill. The University does not
have the capacity to provide this type of training, and has
therefore partnered with Al aska Wrks and ABC to develop
trai ni ng prograns.

4:30:10 PM

REBECCA LOGAN, President, Associated Building and Contractors
(ABC) of Alaska, testified via teleconference from Anchorage.
She comented that ABC supports the concept of the bill, but
does not support the "delivery". She considered the training
contract that this legislation proposed to award solely to AW a
"procurenent” issue that was not open to the conpetitive bidding
process that other State grants are subject to.

4:31: 00 PM

Co-Chair Geen asked if a restriction would be placed on
awardi ng funds to a non-profit entity other than Al aska WrKks.

Comm ssi oner O d aray replied that there was no such
prohi bition. The aforenentioned anendnent adopted in the Senate
Labor & Commerce Comm ttee substitute clarified that issue.

Co-Chair Geen furthered, asking if a group of conpanies would
have to forma nonprofit training center to qualify for funding.

4:31:41 PM

Senat or Bunde responded that a consortium of bui | di ng
contractors would need a non-profit entity to receive funding
nmoni es, rather than the State awarding training funds to the
construction conpany directly.

Co-Chair Geen informed that she would support the bill only if
she could be assured that private conpanies would be able to
organize to receive funding for their <collective training
practices.
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Comm ssioner O Caray guaranteed this bill was devel oped to be
non-partisan in regard to the union/non-union issue. He asserted
that there are nany people to train, and the bill endeavors to
enconpass as many enpl oyees as possi bl e.

Co-Chair Geen appreciated Comm ssioner O C aray's "positive
attitude".

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, CSSB 309(L& ) was REPORTED from
Committee with two fiscal notes fromthe Departnent of Labor and
Wor kforce Devel opnent: fiscal note #1 in the anount of
$5, 043,300, and fiscal note #2 for $247, 700.

#sb317
4:33:51 PM

SENATE BI LL NO 317

"An Act relating to the purchase by the Al aska Housing
Finance Corporation of a parking garage in Anchorage,
Al aska and approving the issuance of bonds for the purchase
of t hat par ki ng garage; providing notice of, and
authorizing the comm ssioner of the Departnent of
Adm nistration to enter into, a |ease-purchase agreenent
with the Alaska Housing Finance Corporation for that
par ki ng garage; and providing for an effective date."

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

SCOTT NORDSTRAND, Conmi ssioner, Departnent of Adm nistration,
introduced the bill, and explained it as a proposal to build a
parking garage to serve the Atwood Building in downtown
Anchor age.

4:34. 45 PM
Comm ssioner Nordstrand referred to a presentation titled

"Atwood Building Parking Center" [copy on file]. He explained
that the State purchased the Atwood Building and the adjacent
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"Bl ock 80" lot at the sanme tinme, and had since used Block 80 as
a parking area for State enployees working in the Atwood
Building. He directed attention to the map on page 3 of the
presentation. The Minicipality of Anchorage and the State
recently concluded negotiations to sell Block 80 to the
Muni cipality for construction of a convention center.

Comm ssi oner Nordstrand continued that the State was conpensated
in a "block for block"” trade, and acquired one half of "Bl ock
70" directly across the street from the Atwood Buil ding, where
the Dinond Center parking lot is currently located. In addition,
the State was paid market value of $2.3 mllion by the
Muni cipality of Anchorage for the other half of Block 80. The
State is statutorily required to provide 40 visitor parking
pl aces as well as a specified nunber of handicap parking places
within one half block from the door of the Atwood Building, in
addition to enployee parking, for a total of approximtely 930
parki ng spaces. These parking needs are currently met wth
mul tiple parking lots wwthin a 12 square bl ock area.

4:38:54 PM

This bill proposes a long term solution to the Atwood Building's
parking issues in the formof a parking structure to be built on
the State's portion of Block 70. As part of the negotiated terns
between the State and the Municipality, the State conmitted to
build a parking garage within seven years on Block 70, or to
allow the Municipality the option to buy back the |ot at market
value to do so thenselves. The erection of a parking structure
woul d enable the State to sell Block 102, currently used for
parking and valued at approximately $4 mllion, and put those
funds into the parking facility.

The parking facility would include a "skybridge" to the Atwood
Bui l ding, as the building was configured to receive that type of
overpass. Per request of the Myor of Anchorage, the ground
| evel would be available for |lease by retail stores, resulting
in additional incone generated by the parking facility.

Comm ssi oner Nordstrand reported that the Al aska Housing Fi nance
Corporation (AHFO owns the Atwood Building; the State
Department of Admnistration |eases the space from AHFC, and
charges the departnents that occupy the offices. The
Municipality was once planning to build the parking garage
t henmsel ves, but found it financially burdensone. Under this
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proposal, the developer retained by the Minicipality of
Anchorage woul d be used by the State to design and construct the
facility. The State would engage an independent cost expert to
determine a fixed price for the project which would be agreed to
by both parties. AHFC would issue the debt for construction of
the facility and purchase the conpl eted parking garage from the
Municipality, whereby the Departnent of Admnistration would
| ease the structure. Conm ssioner Nordstrand anticipated the
construction bonds would be paid off in 21 years, at which tine
the deed for the parking garage would be turned over to the
State. This bill requested authority to bond for up to $44
mllion, although he did not anticipate the cost would be that
high. 1f, however, the project incurred the maxi mum anmount of
debt, the annual debt paynment would be $3.7 nillion for 21
years. The debt would be issued at the begi nning of construction
to pay for construction expenses.

4:43:12 PM

Comm ssioner Nordstrand estinmated the cost of the project to be
approxi mately $1.22 per square foot, if the full bond amount was
i ssued. The State currently pays roughly $1.30 per square foot
for the offices in the Atwood Building, bringing the total new
| ease rate to $2.52 per square foot. The market rate for this
type of of fice accommodat i ons in Anchor age aver ages
approxi mately $2.75.

4:44:12 PM
Conmi ssioner Nordstrand assuned that the cost to |ease parking

spaces would increase with tinme. An escalation in parking fees
woul d provide cost avoidance savings to the State, as well as

generate additional income by renting spaces in the parking
structure for after-hours and weekend parking. In addition to
retail |ease income and revenues from the sale of surrounding

parking areas, including Block 80 and Block 102, he projected
the parking facility would generate the -equivalent of $23.5
mllion. He considered these figures evidence of the State's
ability to "buy down the debt".

4:45: 59 PM
Comm ssi oner Nordstrand sunmarized that the demand for parking

would remain constant, if not increase, in the future, and the
construction of a parking facility would allow the State and the
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occupants of the Atwood Building to provide for their own needs
rat her than paying market price for rented parking.

4:46: 21 PM

Commi ssioner Nordstrand added that the parking structure would
provide "safety and convenience" for visitors to the Atwood
Buil ding, as well as State enpl oyees.

4:46: 41 PM
Senat or Hof f an asked how Bl ock 102 woul d be sol d.

Comm ssi oner Nordstrand answered that the parcel would be sold
"conpetitively". The lot was appraised for approxinmately $3.7
mllion in January 2006, and he expected the value to increase
dramatically wth the conpletion of the nearby convention
center.

Senat or Hof f man assumed the | and woul d be advertised publiclly.
Comm ssi oner Nordstrand affirned.
4:47. 33 PM

Senator O son asked regarding maintenance and operating costs
related to the facility.

Comm ssioner Nordstrand replied that operating the parking
structure would incur costs, such as nmanagenent of the |ease
space and enploynent of a parking attendant, but he was unsure
what the total cost would be. He expected the costs would be
"mnimal ", and operations may be handled by the Atwood Buil ding
managers or the Anchorage Parking Authority.

4:48: 31 PM

Co-Chair WIlken was frustrated with the decision to bond for
this project and invest $30 million in debt services. He pointed
to the $2.5 billion in the Constitutional Budget Reserve (CBR)
account and $2 billion in the Earnings Reserve Account (ERA) as
possi ble revenue sources to pay for the parking facility
outright, thus avoiding the $30 mllion the State would pay in
i nterest under the current proposal.
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4:49: 46 PM

DAN FAUSKE, CEO Al aska Housing Finance Corporation, testified
via teleconference from an offnet |ocation. He directed
attention to Sec. 2(b) on page 2, line 16, and noted that the
terms of the bonds should indicate a 21-year period rather than
20 years.

4:50:16 PM

Comm ssi oner Nordstrand confirnmed this.

Co- Chair Green voiced support for the bill

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, SB 317 was REPORTED from Conmittee
with zero fiscal note #1 fromthe Departnent of Adm nistration

4:51:21 PM

#
ADJ QURNVENT

Co- Chair Lyda G een adjourned the neeting at 4:51:42 PM
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