M NUTES
SENATE FI NANCE COWM TTEE
May 5, 2006
9:07 a.m

CALL TO ORDER

Co-Chair Lyda Geen convened the neeting at approximately
9:07: 24 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

Al so Attending: REPRESENTATI VE JOHN COGHI LL; REPRESENTATI VE
CARL GATTO REPRESENTATI VE JAY RAMRAS; JANET CLARKE, Assi stant
Comm ssi oner, Departnent of Health and Social Services; STACE
KRALY, Chief Assistant Attorney General, Statewi de Section
Supervi sor, Human Services Section, CGvil D vision, Departnent
of Law, BRYAN BUTCHER, Director, CGovernnental Affairs and Public
Rel ations, Al aska Housing Finance Corporation, Department of
Revenue; JCE DUBLER, Director, Finance, Alaska Housing Finance
Corporation, Departnent of Revenue; FRANK HOVAN, Conmerci al
Fi sheries Entry Comm ssion; SUE WRIGHT, Staff to Representative
M ke Chenault; MKE POANOASKI, Staff to Representative Kevin
Meyer; REVENIA MOSS, Staff to Representative John Coghill; KEVIN
HENDERSON, Division of Public Assistance, Departnment of Health
and Social Services; DONNA MCCREADY, Al aska Action Trust; CODY
RICE, Staff to Representative Carl Gatto; EDDY JEANS, Director,
School Finance Division, Departnent of Education and Early
Devel opnent; CARL ROSE, Executive Director, Association of
Al aska School Boards; STEPHANIE ALLISON, Alaska Kids Count
Network; JIM POUND, Staff to Representative Ranras;

Attending via Tel econference: From an offnet |ocation: DAN
FAUSKE, Chief Executive Oficer/Executive Director, Al aska
Housing Finance Corporation, Depart ment of Revenue; DAN
MCDOWELL ;
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SUMVARY | NFORMATI ON

HB 105- MEDI CAI D FOR ADULT DENTAL SERVI CES

The Committee heard from the Departnent of Health and Soci al
Services and the Departnent of Law. An anmendnent and a letter of
intent were adopted and the bill was reported from Conmitt ee.

HB 16- SCHOOL FUNDS RELATED TO BOARDI NG SCHOOLS

The Conmmttee heard from the sponsor and the bill was reported
fromComm ttee.

HB 381- TOBACCO REV. FOR CAPI TAL PRQJIECTS

The Conmittee heard from the Al aska Housing Finance Corporation.
The bill was held in Commttee.

HB 484- FI SHERY ASSCCI ATI ON REI MBURSEMENT

The Conmittee heard from the sponsor and the Comrercial
Fi sheries Entry Conm ssion. An anendnent was offered but failed
to be adopted. The bill was reported from Comrittee.

HB 399- ELDER FRAUD AND ASSI STANCE/ OPA

The Committee heard from the sponsor and a nenber of the public.
The bill was reported from Commttee.

HB 377- EXEMPTI ON: RES. BLDG DRAW NGS & SPECS

The Committee heard from the sponsor and the bill was reported
from Comm ttee.

HB 426- MEDI CAL ASSI STANCE/ | NS COOPERATI ON

The Committee heard from the sponsor, the Departnment of Law, the
Department of Health and Social Services and the Al askan Action
Trust. Five anmendnents were adopted and the bill was reported
from Comm ttee.

HB 13- SCHOCOL FUNDI NG & SCHOOL BOND REI MBURSEMNT

The Conmittee heard from the sponsor, the Departnent of
Education and Early Devel opnent, and advocate organizations. An
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anmendnent was offered but failed to be adopted. The bill was
reported from Conmitt ee.

HB 334- MUNI Cl PAL PROPERTY TAX DEFERRAL/ EXEMPTI ON

The Commttee heard fromthe sponsor. A committee substitute was
adopted and anended. The bill was reported from Commttee.

HCR 30- AK CLI MATE | MPACT ASSESSMENT COWM SSI ON
The resolution was reported from Commttee.

#hb105
9: 08: 36 AM

CS FOR HOUSE BI LL NO. 105(FIN)
"An Act relating to coverage for adult dental services
under Medicaid; and providing for an effective date."

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

Co-Chair Green noted Co-Chair WI ken had raised questions at the
previ ous hearing and has drafted | anguage with assistance of the
bill sponsor.

9:09:11 AM

Amendnent #1: This anmendnent inserts "Subject to appropriation
the" to subsection (a) of Sec. 47.07.067. Paynent for adult
dental services., added through Section 2 on page 2, |ine 5.

This anmendnent also inserts a new subsection to Sec. 47.07.067
on page 2, following line 13 to read as foll ows.

(b) On or before June 30 of each fiscal year, the
departnent shall review appropriations available for the
pur poses of this section for the following fiscal year, and
estimate the scope of services to be used and nunber of
eligible recipients anticipated to be served during the
following fiscal year. Notw thstanding the maxi mum anount
of benefits specified in (a)(l) of this section, the
departnment shall reduce, by regulation, that specified
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maxi mum anount of benefits for the following fiscal year if
the departnent's estinmates under this subsection would
exceed appropriations available for that fiscal year.
Not wi t hstandi ng any contrary provision of AS 44.62.250 and
44.62.260, the departnment may adopt energency regulations
to inplenent this subsection.

Co-Chair WIlken noved for adopted and objected to provide an
expl anat i on.

Co-Chair W/ ken expressed concern about the cost of this program
and his intent that it not "grow uncontrolled", as has occurred
with other prograns. He informed the Departnment of Health and
Social Services that he wuld not support a supplenental
appropriation, if requested, the follow ng | egislative session.

9:10: 37 AM

JANET CLARKE, Assistant Comm ssioner, Departnent of Health and
Social Services, testified that in neeting with Co-Chair WIken
she learned his intent to consider |anguage that would place a
tighter restraint on spending. He also wanted a letter fromthe
commi ssioner outlining a plan to operate the proposed program
within the allocated funding anobunt. Co-Chair WIken also
intended to allocate these funds in a separate appropriation to
allow the legislature to track the funds independently.

Ms. Clarke stated that a new fiscal note was prepared to refl ect
the intentions of Co-Chair WIken. She explained that funding
allocated through a separate appropriation could not be
transferred to another Budget Request Unit (BRU) conponent.

STAClE KRALY, Chief Assistant Attorney GCeneral, Statew de
Section Supervisor, Human Services Section, Cvil Division,
Departnment of Law, testified that the anmendnent before the
Commttee would provide for a yearly adjustnment of the program
At the conclusion of each fiscal year, the Departnent of Health
and Social Services nake a determnation of the nunber of
participants of the program the previous fiscal year, the
services provided and the anmount expended. |f costs exceeded
al l ocation, the maxi mum benefit amount for each patient would be
reduced on a pro rata basis. Al patients wuld be allowed to
participate; however, fewer funds would be available for
preventive mai ntenance procedures.
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9:14:26 AM

Co-Chair Geen asked if the provisions of the anmendnent were
consistent with the letter of i nt ent acconmpanying this
| egi sl ation that was adopted by the House of Representatives.

Ms. O arke affirned.
9:14: 45 AM

Co-Chair WIlken renmoved his objection to the adoption of the
anmendnent .

W thout further objection the anmendnent was ADOPTED
9:14: 54 AM

Co-Chair W1 ken comented that nmany people would be eligible to
receive services through this program however, it was brought
to his attention that an insufficient nunber of dentists
operating in the state accept Medicaid. Sonme dentists list their
reasons as Medicaid reinbursenent for services is inadequate to
cover the cost of delivery, too nmany Medicaid covered patients
fail to keep appointnents, and Iliability. He intended to
coll aborate with the Departnent to entice dentists to provide
this care. Such enticenent would not be possible under current
statute and he did not intend to include any rel evant changes in
this l|egislation. However, he would address the issue in the
future. He supported the proposed program

9:17: 03 AM

Co-Chair WIken noved for adoption of a letter of intent signed
by the Commttee's co-chairs.

Co-Chair WIlken offered a notion to report CS HB 105(FIN), as
anended, from Commttee with individual recomendations, letter
of intent, and a new fiscal note.

There was no objection and SCS CS HB 105 (FIN) was MOVED from
Committee with a letter of intent and a new fiscal note dated
5/4/06 in the anpunt of $2,633,000 fromthe Departnent of Health
and Soci al Services.

#hb16
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9:18: 04 AM

CS FOR HOUSE BILL NO 16(RLS)

"An Act relating to funding for school districts operating
secondary school boarding progranms, to funding for school
districts from which boarding students cone, and to the
effecti veness  of di strict secondary  school boar di ng
prograns; and providing for an effective date."

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

REPRESENTATI VE JOHN COGHI LL, sponsor of the bill, testified to
t he success of students attendi ng boarding schools in Al aska.
9:19: 20 AM

Co-Chair WIlken recognized the efforts undertaken in adopting
regulations to inplenment this legislation. However, if the
conpleted regulations were "significantly altered” from what was
agreed upon during deliberations on this bill, the new statutes

woul d be reconsidered the next legislative session. He did not
support the State Board of Education changing the regul ations
wi t hout involvenment of the legislature. He has discussed this
with Representative Coghill and did not anticipate any
difficulty.

9:20: 08 AM

Senator (O son shared that boarding school enabled him to
continue his education and realize professional success.
Ext ended separation from his famly was not easy but was worth
the results.

9:21: 04 AM

Co-Chair W/l ken asked if a new fiscal note would be forthcom ng
to exclude Lower Kuskokw m

Co-Chair Geen indicated the revised fiscal note would be

prepared that would reflect an anmpbunt reduction to $1.79 mllion
from$1.255 million.

SFC- 06 (6) 05/ 05/ 06



9:22:09 AM

Co-Chair WIlken offered a nmotion to report SCS CS HB 16, 24-
LS0125\C, from Commttee with individual recomendati ons and new
fiscal note.

Wt hout objection SCS CS HB 16 (FIN) was MOVED from Committee
with a new fiscal note dated 5/2/06 in the anpunt of $1,079, 000
from the Departnment of Education and Early Devel opnent. [NOTE A
corrected fiscal note dated 5/6/06 in the amount of $1, 254,900
was received from the Departnent of Education and Early
Devel opnent and was submitted to the Senate Secretary to be
reflected as acconpanying this bill as reported from Conm ttee.]

AT EASE 9:22:24 AM

#hb381
9:23:24 AM

CS FOR HOUSE BILL NO. 381(FIN)

"An Act relating to the financing of construction, major
mai nt enance, and renovation of certain capital projects;
authorizing the conm ssioner of revenue to sell the right
to receive a portion of the anticipated revenue from a
tobacco litigation settlement to the Northern Tobacco
Securitization Corporation, and relating to that sale and
the use of the revenue; authorizing the Northern Tobacco
Securitization Corporation to issue bonds and use the
proceeds to acquire the right to receive a portion of
anticipated revenue from a tobacco litigation settlenent
and for other purposes, and relating to those bonds; and
providing for an effective date."

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

9:23: 58 AM

BRYAN BUTCHER, Di rector, Gover nirent al Affairs and Public
Rel ati ons, Alaska Housing Finance Corporation, Departnent of

Revenue, introduced M. Fauske and M. Dubler.

9:24:19 AM
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DAN FAUSKE, Chief Executive Oficer/Executive Director, Al aska
Housi ng Fi nance Corporation, Departnment of Revenue, testified
via teleconference from an offnet |ocation that he would be
avai | abl e for questions follow ng presentation of the bill.

9:24:58 AM

M. Butcher pointed out that the Senate conpanion |egislation
had been heard in this Commttee. He would therefore focus his
testinmony to changes nmade to the original bill by the House of
Represent ati ves. The ampunt of $140 million was established in
conjunction wth the House Finance Committee and deened
"attainabl e and conservative". In subsequent discussion with the
Corporation's financial advisor the amount would be increased to
$145 nmillion to reflect a "slight wup tick in the tobacco
market." This market is very volatile and therefore difficult to
determ ne an exact amount. A final anount should be avail able
the foll ow ng day.

M. Butcher spoke to previous testinony in which |arger anounts
wer e announced. However, repaynent of $14 million over the term
of the bonds could actually cost $200 to $300 million. This
represents "dimnishing returns” in which each dollar was not
maxi m zed.

9:26: 03 AM

M. Fauske reiterated M. Butcher's testinony, noting that $14
mllion on "the wunrated side" plus "a section of below
investnment grade" estimated amount of between $21 and $22
mllion.

9: 26: 29 AM

Co-Chair Geen requested an explanation of the process of
i npl enenting the provisions of this |egislation.

9: 26: 34 AM

JOE DUBLER, Di rector, Fi nance, Al aska Housi ng Fi nance
Corporation, Departnment of Revenue, testified that this bill
would allow the Northern Tobacco Securitization Corporation to
restructure the existing two transactions; one sold in the year
2000 and the second in 2001. The tobacco market at that tine was
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"young" and Al aska was the first state to undertake this type of
transaction. The process has matured and nore structures have
been inplenented to allow for additional proceeds from the sane
amount of revenues.

M. Dubler explained this bill would allow the payoff of the
exi sting bonds and utilize the new structures to realize nore
from the sanme revenue stream Additionally the maturity date of
t he bonds woul d be extended.

M . Dubl er rem nded that the first transactions were
specifically shorter terns with the goal being receipt of a
specific dollar amount. The first issuance garnered $93 net
pr oceeds. He wunderstood that Governor Mirkowski and the
| egi sl ature had decided to maxim ze the ampunt of proceeds from
the transactions through the proposed restructuring. Therefore,
the Corporation has proposed a nore aggressive bond structure

which this bill would allow

M. Dubler stated this proposal would "free up" the surpluses
avai l abl e after the bonds currently outstanding were "defeased".
Those surpluses would be expended on the capital projects |isted
in this legislation.

9: 28: 23 AM
Co-Chair Green ordered the bill HELD in Comm ttee.

#hb484
9: 28: 29 AM

CS FOR HOUSE BILL NO 484( FSH)

"An Act allowing for revenue received from issuance of
addi ti onal entry permts to be appropri ated for
rei mbursenent to sal non fishery associations.”

This was the second hearing for this bill in the Senate Finance
Conmittee.
9:28:59 AM
REPRESENTATI VE PEGGY W LSON, Sponsor of the bill, testified that

she agreed to the changes requested by the Commttee.
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9:29:22 AM

Co-Chair WIlken noved for adoption of SCS CS HB 484, 24-
LS1693\Y, as a working docunment and objected for discussion
pur poses.

Representative WIson explained the addition of a subsection to
the bill that would provide that an appropriati on made under the
subsection nust be made within 30 years after the date the noney
was expended or the debt was incurred.

9: 30: 06 AM

Co-Chair G een enphasized the difficulty of the issue and the
need for assurances to prohibit litigation. This matter is not
easy to understand and she appreciated the sponsor's and other's
efforts.

9:30: 34 AM
Senat or St edman expressed "disconfort” with 30-year tinme limt.

Co-Chair WIlken renmoved his objection to the adoption of the
conmi ttee substitute.

Wt hout further objection SCS CS HB 484, Version "Y' was ADOPTED
as a wor ki ng docunent.

9:31:17 AM

Amendnent #1: This amendnent reduces the nunber of years, from
30 to 15, in which the Ilegislature may appropriate to a
participating salnon fishery association for reinbursenent of
expenses it incurred in the inplenmentation of a fleet reduction
program any revenue resulting fromthe sale of permts for the
same fishery.

Senat or Stedman noved for adoption.
Senator Stednman pointed out that the earlier provision did not
stipulate a tinmefrane, which provided the legislature wth

latitude to determ ne appropriate reinbursenent. WMny changes
have occurred in the comercial fishing industry over 30 years.
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A 15-year tinme limt would be nore applicable to allow the
| egi sl ature to gauge economc gains in the industry.

9:33: 08 AM

Co-Chair G een shared these concerns. However, the tinme limt of
30 years was chosen because it is the length of the l|oan. The
association, in collecting funds to buy permts, does not have
any control over when it could be directed to issue additiona
permts.

9:33:48 AM

Senator Stedman understood the argunent, but pointed out that
the association could follow a different tinmefrane and not
utilize the debt. The 30-year proposal represents an "unw el dy
anount of tinme." In conversations he had with representatives of
the United Fisherman of Alaska, he did not fault their
preference of the 30-year limt.

9:34:31 AM

Senat or a son, as commerci al fi sher man, understood the
fluctuation of prices. A 30-year tinme limt is appropriation and
woul d al l eviate pressure on fishers to resolve the issue.

9:35:20 AM

Representative WIson expressed concern that because fishernman
do not have the noney and are considering taking out a |oan
they would be taking a risk since the long term prices are
unknown. A provision on this legislation to last at |east the
| ength of the |oan would provide sone assurance. This would al so
assist then in obtaining the | oan given the guarantee provided.

9:36: 13 AM

FRANK HOMAN, Conmercial Fisheries Entry Comm ssion, testified in
Juneau in agreenent wth Representative WIson. Comrercia
fishers, to form an organization to buy back the permts, would
be required to obtain a 30-year l|oan. The provision of the
commttee substitute would protect these borrowers during the
term of the loan against a situation in which the State issued
additional permts.
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Aroll call was taken on the notion to adopt the anendnent.
I N FAVOR: Senat or St ednman

OPPCSED: Senat or O son, Senator Dyson, Senator Hoffman, Co-Chair
W1 ken and Co-Chair G een

ABSENT: Senat or Bunde

The notion FAILED (1-5-1)

The amendnent FAILED to be adopt ed.

9:38:35 AM

Co-Chair WIlken offered a notion to report SCS CS HB 484, 24-
LS1693\Y, from Conmmttee wth individual recomendations and
acconpanyi ng fiscal note.

There was no objection and SCS CS HB 484 (FIN) was MOVED from
Commttee with zero fiscal note #1 from the Departnent of Fish
and Gane.

#hb399

9:39: 07 AM

SENATE CS FOR CS FOR HOUSE BILL NO 399( STA)
"An Act establishing the office of elder fraud and

assi st ance; and relating to fraud involving older
Al askans. "
This was the first hearing for this bill in the Senate Finance
Conmittee.
9:39:40 AM

SUE WRIGHT, Staff to Representative Mke Chenault, testified
that this bill is "event driven". She told of the instance of a
distant cousin to the MDowell Famly of Sterling taking
"egregi ous" advantage of the elderly couple. As a result of the
cousin's actions, the MDowell's home was "gutted" to the
"studs". Utimtely the couple l|ost between $750,000 and $2
mllion in real property and bank accounts. This was
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acconplished through quit claim deeds, powers of attorney and
ot her docunents, which were signed while the victins were
hospitalized and in a nmedi cated state.

Ms. Wight reported the efforts of Representative Chenault's
staff to obtain assistance from a State agency for this famly,
with only the Ofice of Public Advocacy (OPA) responding. The
famly has recently obtained stays on eviction notices and has a
guardi an appointed to fairly represent the couple's interests.

Ms. Wight stated that the legislation before the Conmttee
woul d allow OPA to investigate cases such as this. She was aware
of only one other simlar investigation; however, it was pursued
by federal officials. She was aware that many conplaints have
been filed, although none that were investigated.

9:43: 15 AM

Co-Chair Green announced that one of the victins in this case is
Sam McDowel |, who is renown in Al aska.

9:43: 38 AM

DAN MCDOWELL testified via teleconference from an offnet
| ocation that his father and nother are the victinms M. Wight
spoke of. A distant relative had convinced his nother to
authorize access to the couple's assets. M. MDowel | had made
many attenpts to obtain assistance to stop this abuse. His
parents are now "penniless" and residing in separate assisted
living facilities. The perpetrator has been utilizing multiple
social security nunbers and had attenpted to evict the famly
from their honestead riverfront property. Luckily, this was
avert ed.

M. MDowell stressed that with an aging population, efforts
nmust be undertaken to prevent such abuse of elderly Al askans.

9:47: 43 AM
Senat or Dyson requested input from OPA, as he had been inforned
that the appropriation listed in the fiscal note would be

insufficient to establish the program

9:48: 24 AM
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Co-Chair Green requested the sponsor to speak to this matter.
9:48: 27 AM

Ms. Wight acknow edged concerns about the establishnment of a
new program Because the nunber of cases could not be accurately
predicted, a determ nation was made to provi de adequate funding
for OPA to start the program with mniml nunber of cases. If
the costs exceed the appropriation, the issue would be
readdressed. M. Fink, Director of OPA has nade significant
progress in streamining the agency and making operations nore
efficient.

9:49: 55 AM

Senator Dyson appreciated M. Fink's efforts. Senator Dyson was
aware of other instances of elder abuse. He posed a scenario of
an elderly man falling in love with his nurse, who then takes
advant age of the situation.

9:50: 52 AM

Senat or Hof f man asked why the fiscal note only reflected funding
for the upcom ng fiscal year. He asked whether the program woul d
only be in operation for one year.

9:51: 05 AM

Ms. Wight explained that the cost to operate the program in
future years was unknown. Therefore, the fiscal note contained a
conservative anount for the first year of operation. Once the
estimated nunber of cases was determ ned, nore accurate
appropriations could be made. As many as 500 conplaints could be
filed annual ly.

9:51: 53 AM

Co-Chair WIlken offered a notion to report the bill from
Commttee wth individual recommendations and acconpanyi ng
fiscal notes.

Wt hout objection SCS CS HB 399(STA) was MOWED from Commttee

with zero fiscal notes #1 from the Department of Health and
Social Services, #2 from the Departnment of Law, #3 from the
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Department of Public Safety, and fiscal note #4 in the anmount of
$189, 000 fromthe Departnent of Adm nistration.

Ms. Wight thanked the Conmittee on behalf of the MDowell
famly.

#hb377
9:52: 35 AM

SENATE CS FOR CS FOR HOUSE BILL NO 377(L&C)
"An Act relating to an exenption from certain registration
and practice requirenents for persons preparing drawi ngs or
specifications related to the construction of certain
bui | di ngs and the grounds of the buildings."

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

M KE POANOANSKI, Staff to Representative Kevin Myer, testified
that this bill would elimnate a discrepancy between State |aw
and rmunici pal building codes. Statute requires that an architect
or engineer consult on the design of nmulti-famly dwellings for
nore than four famlies or is nore than four stories. Most
muni ci pal codes define multi-famly dwellings as relating to
three or nore famlies or three or nore stories. As |and becones
|less available, taller houses are being constructed. The
bui |l ding codes provide a "check and bal ance” on the safety of
t he desi gn.

M. Pow oski stated this bill wuld align State law wth
muni ci pal building codes and would only apply for properties
governed by a building code. This is intended to elimnate
addi ti onal costs i ncurred in conpl yi ng W th mul tiple
regul ati ons.

9:54: 28 AM
Senator Bunde clarified that an area in which a nunicipal
building code is in effect, the provisions of this legislation

woul d apply.

9: 54: 58 AM
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Co-Chair WIlken offered a notion to report the bill from
Commttee wth individual recommendati ons and acconpanyi ng
fiscal note.

There was no objection and SCS CS HB 377 (L&) was MOVED from
Committee with zero fiscal note #1 from the Departnent of
Commerce, Comrunity and Econom c Devel opnent.

RECESS 9:56: 01 AM/ 4:45:52 PM

#hb426
4:46: 02 PM

SENATE CS FOR CS FOR HOUSE BI LL NO. 426( HES)

"An Act relating to cooperation of insurers wth the
Department of Health and Social Services; relating to
subrogation, assignnment, and lien rights and notices for
nmedi cal assistance clains; relating to recovery of nedica
assi stance overpaynents; relating to asset transfers and
i ncome diversion by medical assistance applicants; relating
to assets and Medicare enrollnent as they affect nedical
assi stance coverage; relating to home and conmunity-based
services; relating to medical assistance applications for
persons under 21 years of age; requiring a report by the
Department of Health and Social Services; and providing for
an effective date."

This was the first hearing for this bill in the Senate Finance
Commi ttee.
4:46: 25 PM
REVENI A MOSS, Staff to Representative John Coghill, introduced
the bill as an attenpt to ensure that those receiving Medicaid

services are truly in need of such assistance. The bill
endeavors to renedy "abuses" identified within the system such
as the exclusion of a stepparent's inconme when calculating
eligibility for the Denali KidCare program Federal Medicaid
guidelines permt this type of "abuse", thus necessitating
| egislative action. The issue of Denali KidCare eligibility
would be addressed during future legislative sessions upon
receiving input from the Departnment of Health and Social
Ser vi ces.
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4:47:44 PM

Ms. Moss noted that this bill incorporated sonme of the "fixes"
for Medicaid devel oped by the Ofice of the Governor.

4:48:12 PM

Ms. Moss discussed Sec. 11, page 9 of the bill, which directs
the Departnent to prepare a report for the |legislature
delineating recommended changes to reduce nedical assistance
expenditures for nental health treatnent facilities, both in-
state and out-of-state. Currently, a child placed in a treatnent
center outside of Alaska will becone eligible for Denali KidCare
after 30 days. This often occurs when an insurance provider
refuses coverage of what is considered an unnecessarily high
| evel of treatnment. When coverage is denied, Denali KidCare is
activated to provide assistance. The Departnent is requested to
assess the cost and level of treatnment within these facilities,
and determine if the KidCare program is paying for treatnent
servi ces above the | evel needed by its patients.

4:50:17 PM

Ms. Moss identified another objective of the legislation as
i ncreasing parental accountability by encouraging or requiring
parental participation in the paynent of health <care for
children. The bill also seeks to maxim ze third party resources.

4:50: 28 PM

Ms. Mobss spoke to an application requirenent in Sec. 7, page 7
of the bill. This would require that any child under 18 years of
age nmust be enrolled for Denali KidCare by their parent or |egal
guardian. The intent of this stipulation is to ensure that
parents assune responsibility for their child s nedical
treatment. She exanpled the case of a 15-year old runaway who is
enrolled in Denali KidCare by her 20-year old boyfriend,
unbeknownst to the girl's parents.

4:51: 47 PM
Ms. Moss addressed Anmendment #2, which she infornmed was a

consolidation of Anmendnent #1. It would conform the committee
substitute to a recent Suprene Court decision in the Alborn
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case, which made the previous |anguage unconstitutional. The
anendnent retains as nmuch of the Departnent of Law s original
| anguage as possible while still conmplying with Federal |aw

4:52:56 PM
[ NOTE: Amendnent #1 was not distributed.]

Amendnent #2: This anmendnent deletes and inserts |anguage to AS
47.05.070(b) amended in Section 2 on page 2, line 26 to read as
fol | ows.

(b) Wien [IF] the departnent provides or pays for
medi cal assistance for injury or illness under this title,
the departnent is subrogated to not nore than the part of
an insurance paynent or other recovery by the recipient
that is for nedical expenses provided by the departnent.
[ THE RIGHTS OF THE RECI PI ENT OF THAT MEDI CAL ASSI STANCE FOR
ANY CLAIM ARI SING FROM THE |INJURY OR |ILLNESS AND TO THE
PROCEEDS COF AN INSURANCE POLICY COVERING THE INJURY OR
ILLNESS TO THE EXTENT OF THE VALUE O THE M DI CAL
ASSI STANCE PROVI DED. A RECI PI ENT OF WMEDI CAL ASSI STANCE OR
THE RECIPIENT'S ATTORNEY MJST NOTIFY THE DEPARTMENT I N
VRI TI NG OF ANY ACTION OR CLAIM AGAINST A THI RD- PARTY PAYOR
| F MEDI CAL ASSI STANCE WAS PROVIDED BY THE DEPARTMENT TO
TREAT AN | NJURY OR | LLNESS FOR WHI CH THE THI RD PARTY MAY BE
LI ABLE.] Notwi thstanding the assertion of any action or
claim by the recipient of medi cal assi st ance, t he
department nmay bring an action in the superior court
against an alleged third-party payor to recover an anount
subrogated to the departnent for nedical assi stance
provi ded on behal f of a recipient.

This anmendnent also deletes subsections (b) and (c) from Sec.
47.05.071. Duty of a nedical assistance recipient., added by
Section 3, on page 3, lines 13 through 23. The del eted | anguage
reads as foll ows.

(b) A nedical assistance recipient nmay not conprom se
or resolve an action or claim seeking paynment for or
related to an injury or illness for which care or services
were provided or received under the nedical assistance
program agai nst an insurer, entity, or other person wthout
first providing notice to the attorney general's office of
the facts and circunstances giving rise to the action or
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claim and the asserted basis for supporting the action or
claim

(c) A nedical assistance recipient may not receive
payment from any source on account of or related to care or
services for which nedical assistance was received unless
the recipient has received witten consent of the attorney
general's office and has paid the departnent reinbursenent
of the anmpunt of nedical assistance provided or paid.

This amendnent also inserts |language following "party"™ to
subsection (b)(1) of Sec. 47.05.071 on page 3, line 27. The
anended | anguage reads as foll ows.

(1) assign to the departnment the applicant's
rights of paynent for care and services from any third
party to the extent the departnment has paid nedical
assi stance for care and services.

Thi s anmendnent al so del etes subsection (b)(3) of Sec. 47.05.071
on page 3, line 31 through page 4, line 5. The deleted | anguage
reads as foll ows.

(3) assign to the departnment the applicant's
right to the applicant's permanent fund dividend and agree
to sign a new assignnent each year; the departnent shall
use the assignnent obtained under this paragraph to obtain
rei nbursenent or enforce repaynent when a recipient does
not pay to the state reinbursenent received from a third
party for care or services provided or paid by the nedica
assistance program or fails to satisfy a lien perfected
under AS 47.05.075

This amendnent al so replaces "may be" with "is" in the |anguage
of subsection (c) of Sec. 47.05.072. Duty of attorney for
medi cal assistance recipient., added by Section 3 on page 4,
line 28. The anended | anguage reads as foll ows.

(c) An attorney who represents a nedical assistance
reci pient shall give the attorney general's office 30 days'

notice before any judgnment, award, or settlenent is
satisfied in an action or claim by the nedical assistance
recipient to recover damages for an injury or illness that

has resulted in the departnment's providing or paying for
nmedi cal assi stance.
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Thi s amendnent al so del etes subsection (d) of Sec. 47.05.072 on
page 4, line 31 through page 5, line 10. The deleted |anguage
reads as foll ows.

(d) Except for paynents under AS 23.30, an attorney
representing a nedical assistance recipient who has
received care or services for the injury or illness
provided or paid for by the nedical assistance program
shall maintain any lunp sum settlenment or judgnent paid in
connection with the action or claimin a trust account or
deposit the proceeds into the registry of the court unti
any lien perfected by the departnment under AS 47.05.075 is

satisfied or, if a lien has not been filed under AS
47.05.075, 60 days from the attorney's receipt of the
pr oceeds.

This anmendnent also deletes subsections (a) and (b) from Sec.
47. 05. 073. Judgnent , awar d, or settlenment of a nedical
assistance lien., added by Section 3 on page 5, lines 15 through
21. The del eted | anguage reads as foll ows.

(a) An action or claimbrought by a nedical assistance
recipient or an attorney who represents the nedica
assistance recipient against a third party or insurer may
not be conpromsed or discharged wthout the express
witten consent of the attorney general.

(b) A judgnent, award, or settlenent that requires or
results in the conpromse of a lien under AS 47.05.075 may
not be entered into or granted by a court wthout the
express witten consent of the attorney general.

This anmendnent also inserts "for nedical costs" and deletes
“"full"™ preceding "repaynent” to subsection (c) of Sec. 47.05.073
on page 5, line 22. The anended | anguage reads as foll ows.

(c) A nedical assistance recipient may not nmaintain
any rights to paynent for nedical costs as a result of a
judgnment, award, or settlenent of an action or claim for
which another person nmay be legally obligated to pay
wi thout first making repaynent to the departnment for costs
of past nedi cal assistance services provided to or paid for
by the nedical assistance recipient that relate to that
action or claim
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This anmendnent also deletes "full" preceding "repaynent"” from
subsection (d)(1) of Sec. 47.05.073 on page 5, line 31. The
anended | anguage reads as foll ows.

(1) rmaking repaynent to the departnent for costs
of past nedical assistance services provided to the nedical
assi stance recipient related to that action or claim

This anendnent also del etes subsection (e) from Sec. 47.05.073
on page 6, lines 4 through 10. The deleted |anguage reads as
fol | ows.

(e) The departnent's recovery under a subrogation
right, assignnent, or enforcenent of a lien shall be
applied to the entire paynent made in satisfaction of
j udgment, award, or settlenent.

Thi s anmendnent al so deletes "or give witten consent related to"
following "discharge” and deletes "or consent”™ follow ng
"di scharge"” from subsection (g) of Sec. 47.05.073 on page 6,
line 11. The anended | anguage reads as foll ows.

(g) the attorney general may only discharge a nedica
assistance lien under AS 47.05.075 if the discharge
conplies with federal |aw.

Co-Chair Geen offered a notion to adopt the anendnent and
objected to receive an expl anati on.

AT EASE TO 4:55:49 PM

4:56:21 PM

STACIE KRALY, Chief Assistant Attorney Ceneral, St at ewi de
Section Supervisor, Human Services Section, Cvil D vision,
Department of Law, explained the anendnent as it related to the
Suprene Court ruling and subrogation clainms in the Departnent.

AT EASE 4:57:19 PM/ 4:57:40 PM

Ms. Kraly outlined the changes proposed in the anendnent.

5:01: 33 PM
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Co-Chair Geen wthdrew her objection and the anendnment was
ADOPTED wi t hout further objection.

5:01: 40 PM

Amendnent #3: This anendnent del etes subsection (d)(2) of Sec.
47. 05. 073. Judgnent, awar d, or settlenent of a nedical
assistance lien., added by Section 3 on page 5, |ine 22. The

del eted [|anguage would have allowed a nedical assistance
recipient to hold in trust funds received in a judgnent, award
or settlenment for the purpose of nmintaining public assistance
or nedical assistance eligibility only with the express witten
consent of the attorney general and after repaynent of past
benefits was made to the Departnent of Health and Soci al
Servi ces. The del eted | anguage reads as foll ows.

(2) obtaining the express witten consent of the
attorney general .

Co- Chair Green noved for adoption.

Ms. Kraly explained that the anmendnent was needed to nake the
bill consistent with the aforenmentioned Suprene Court deci sion.

There was no objection and the anendnent was ADOPTED
5:03: 20 PM

Ms. Kraly inforned that the provisions under Sections 2 and 3,
as anended, would conply with the recent Suprene Court Al born
decision by identifying and characterizing how the State could
all ocate funds recovered under third-party lien and subrogation
scenarios. The system created under these provisions should
prove beneficial to the State.

5:04:13 PM

Ms. Mdss assured that the bill's sponsor had been working
closely with the Departnent of Law, the Division of Insurance
i nsurance conpanies and trial attorneys to produce an ideal
bill.

5:04:43 PM
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KEVI N HENDERSON, Division of Public Assistance, Departnent of
Heal th and Social Services, addressed Sections 5 through 7, and
indicated the Departnent's desire to ensure that people who were
able to pay for sone or all of their nedical care assuned that
responsibility.

M. Henderson explained that Section 5 would provide the
Department the authority to garnish the Al aska Permanent Fund
dividend (PFD) of an individual recipient if they were found to
have violated the eligibility rules. The sane section contains a
provision providing for the reinbursenent of service expenses
paid in the event that the individual who received those
services was ruled ineligible through a hearing process.

5:06: 37 PM

M . Henderson continued to Section 6, which addressed annuiti es.
When an individual seeks long-term care services through
Medi cai d, the Departnent would investigate that person's
financial history prior to their becom ng a Mdicaid participant
to identify possible transfers of assets or "hidden noney" that
a person could make inaccessible for the purpose of qualifying
for Medicaid. Annuities are used in other states to circument
Medicaid eligibility rules, and this provision would ensure that
annuities were treated simlarly to other financial holdings.

5:07:58 PM

Senat or O son asked how an annuity held by nore than one person
would be affected if only one of the individuals was seeking
assi st ance.

5:08: 15 PM
M. Henderson replied that he would verify, but surm sed that
the provision would apply only to annuities purchased by an
i ndi vi dual .
5:08: 32 PM
M. Henderson spoke briefly to Section 7 (j) and (k), which

addressed rights and procedures of who could apply for Medicaid
on behal f of mnor, as discussed previously.
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M . Henderson then discussed subsection (lI) of Section 7, which
he identified as a new requirenent nmade possible by a
"l oosening"” of federal policy. The change in federal policy
allowed the State to nandate that any person eligible for
Medi care mnust first apply and enroll in that program before
receiving benefits under Medicaid. Wile nost people over 65
years of age already apply for and receive Medicare benefits

sonme individuals under the age of 65 with certain disabilities
also qualify for this program which is entirely funded by
federal nonies. Although not nany people under 65 qualify for
Medi care, those who do wusually have very costly nedica

conditions and this provision wuld allow the State to utilize
federal funds before expending State dollars.

5:10: 14 PM

M. Henderson characterized subsection (m as a "technical"
provi sion, which acted to "enbrace" the federal requirenents of
the Deficit Reduction Act of 2005. It relates to the transfer of
assets for less than fair market value, and would |engthen the
"| ookback™ period for transfers to five years. It would also
inmpact the "penalty period,” or the period of Medicaid
ineligibility, by allowing the penalty period to begin at the
time of application, not at the tinme of transfer.

M . Henderson continued that the bill would allow the Departnent
to consider nmultiple transfers as one, and inposes sone
restrictions on the use of "life estates".

5:11:55 PM

M. Henderson identified subsection (n) as a new policy, also
part of the Deficit Reduction Act, but made broader by the
proposed | egislation. The new federal Medicaid eligibility rule
that applies to long-termcare requires the State put a "cap" on
the equity value of a hone. VWhile nothing would preclude an
applicant from taking a second nortgage on their home or
managi ng their assets in other ways, if the equity value was
over $500,000 the applicant would not be eligible. The federa
rule applies to long-term care only, but the provision in this
bill would apply to alnost all services.

5:13: 02 PM

SFC- 06 (24) 05/ 05/ 06



Senator Stedman asked if the change in the "I ookback" period
from three to five years would have an inpact on pending
appl i cants.

5:13: 15 PM

M. Henderson responded that the provisions of this bill would
have an effective date of July 1, 2006. Transfers nade prior to
that date would fall under the current three-year tine limt.

5:13: 50 PM
Senat or Bunde asked for an explanation of the fiscal notes.
5:14:20 PM

JANET CLARKE, Assistant Comm ssioner, Departnent of Health and
Soci al Servi ces, noted five fiscal notes acconpany this
| egislation. Additionally, she reviewed a spreadsheet titled
"SCS CS HB 426 Medical Assistance/lns Cooperation"” dated May 5,
2006 [copy on file] depicting savings to the State's Medicaid
program and relating themto each section of the bill.

M. Clarke informed that the fiscal notes assuned that
regulations would not be inplenmented wuntil April 1, 2007;
therefore savings for FY 07 were calculated at 25 percent, for a
savings of $1,074,200 in general funds and a total savings of
nearly $2.6 nillion. For FY 08, the first full year the bil
would be in effect, savings were projected to be nearly $5.1
mllion in general funds and in excess of $10.9 million in total
savi ngs.

Ms. Clarke shared that the provisions of Section 7, subsection

(I') of the bill would generate the |argest anount of savings.
That section contains the requirenent that those eligible for
Medicare nust first enroll in that program before receiving

Medi cai d benefits.
5.17: 02 PM
Ms. C arke commented that the other savings acconplished by this

bill, such as subrogation and garnishnment of PFDs, are |ess
significant but would contribute to the overall cost reduction.
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Ms. C arke categorized Section 6 as "cost avoidance" rather than
savings. She anticipated realized savings for the Medicaid
program and urged the Commttee's support of the bill.

5:18: 46 PM

DONNA MCCREADY, Al aska Action Trust, appreciated efforts nade by
| egi slators and support staff. She suggested that the word
"full", located on page 5, line 31 should be deleted as it had
been elsewhere in the bill to make the legislation conpliant
with the Suprenme Court ruling.

Ms. MCready also cautioned that Section 6 (f)(1) seened to
require the State to receive all trust or annuity assets
remaining at the death of an individual, up to the anmpunt of
nmedi cal assi stance paid. She was concerned that federal Medicaid
law would not permt the State to take those assets in certain
ci rcunst ances, such as in the case of a surviving spouse or a
child under the age of 21. That provision of the bill could
create a Iliability for the State if such action is not
perm ssi bl e under federal Medicaid | aw.

5:22:11 PM

Ms. MCready was simlarly apprehensive of Section 9, which
repealed AS 47.05.070(e). This statute allowed the State to
waive its subrogation rights in the event of "undue hardship”
for the recipient. In accordance with federal Medicaid [aw, the
State is, in sone cases, required to consider undue hardship.
Rarely does the State waive subrogation rights, but federal |aw
requi res such consideration. Repealing the statute could create
conflict with the federal |law, and she recomrended agai nst doing
SO.

5:23:38 PM

Ms. McCready raised a "practical consideration” on page 4 |ine
26, subsecti on (c), which specified that an attorney
representing a nedical assistance recipient nust give the
attorney general's office "30 days' notice before any judgnent,
award, or settlenment may be satisfied" in an action or claim
She opined that this requirenment would be "counterproductive" to
the State. She offered the exanple of an attorney who was in
trial when the defendant offered a settlenent to her client. The
attorney would be required to nake an i mredi ate deci sion w thout
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being able to provide the State 30 days' notice. Upon reaching a
settlenent, funds could be transferred to a trust account wthin
a couple of weeks. The attorney is required by law to separate
funds and hold them safe for those parties that nay have valid
claim or lien, such as the State of Alaska. The 30 day notice
requirenent could result in an unnecessary delay 1in the
distribution of funds  wi thout providing any additional
protection.

5:27:21 PM

Ms. MCready referred nenbers to page 4, subsection (b) (3),
whi ch added new |anguage to the existing law to require a
reci pient of nedical assistance submt an application for all
available third party resources that may be able to provide
services or reinbursenent. In the case that the only third party
resource available my be a person who has caused harm to the
recipient, the provision could require the nedical assistance
recipient to file a suit against the other person. This would
not only increase the anmpbunt of Ilitigation in the state, but
al so pose risks to the recipient, such as filing fees and the
possibility of a judgnent issued against them She suggested the
provision include a clarification of intent that it would not
require a recipient to file a civil or other legal action to
fulfill that obligation.

5:29:21 PM
Co-Chair Geen directed parties to continue their efforts on the
bill, and indicated her desire to bring the bill back before
comm ttee.

The bill was HELD in Comm ttee.
[ NOTE: This bill was heard again later in the neeting.]

#hb13
5:29:41 PM

CS FOR HOUSE BILL NO 13(RLS) am

"An Act relating to reinbursement of municipal bonds for
school construction; increasing the base student allocation
used in the fornula for state financing of public
education; relating to the district cost factors for state
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funding of public education; relating to school i nprovenent
funding; and providing for an effective date."

This was the first hearing for this bill in the Senate Finance
Comm ttee.
5:30:31 PM
REPRESENTATI VE CARL GATTO, sponsor of the bill, testified that
this bill would authorize reinbursenent of construction bonds at

a rate of 70 percent for schools that neet Departnent of
Education and Early Devel opment requirenents, and at a rate of
60 percent for other schools.

AT EASE 5:31:40 PM/ 5:32:20 PM

Co-Chair Geen offered a notion to adopt SCS CS HB 13, 24-
LS0062\T, as a working docunment, and objected to receive an
expl anat i on.

[ NOTE: Al though no further action was taken on this notion, it
is assuned that the intent of the Conmttee was to ADOPT the
commttee substitute Version "T".]

AT EASE 5:32:42 PM/ 5:32:49 PM

Representative Gatto inforned that the bill contained $2 mllion
intended to include the North Slope district in the existing
rei mbursenment program The bill would increase the Base Student
Al'l ocation (BSA) by $461 to a total of $5,6380 per student, for
an overall increase of nore than $96 million. It would also fund
the Institute for Social and Econom c Research (ISER) study
recommendations at 25 percent, which includes a "hold harm ess”
provision at a cost of over $24 nmillion. The |ISER study "hold
harm ess” provision and associated cost increases are currently
funded for a single year only.

5:34:27 PM

CODY RICE, Staff to Representative Carl Gatto, directed
attention to Section 5 of the bill, which contained the 25
per cent i npl enentation | anguage. Section 6 included the

effective date, and Section 11 provided the repeal date of July
1, 2007.
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5:34:57 PM

Representative Gatto reported that a School |nprovenent G ant
provision simlar to old Learning Opportunities Gants (LOGS),
woul d add $81 per student, which anmounts to approximtely $10
mllion in additional costs.

Representative Gatto calculated the bill's total increases as
$131 mllion, which did not include the changes proposed in the
conm ttee substitute. The Finance Conmittee substitute contained
provisions for the public school performance incentive program
whi ch was not part of the sponsor's original |egislation.

5:35:37 PM

Senator Bunde stressed that although he was aware school
districts have cost differential struggles, the proposed bill
represented a one-tine tenporary assistance grant. The one-tine
increnment provided for in the legislation was not calcul ated
into the BSA, and should not be considered a reduction in
funding if not repeated the follow ng year.

5:36: 23 PM

Co-Chair WIken indicated he was involved in negotiations to
reach a "m ddle ground” regarding school funding. He asserted,
however, that he did not intend for his agreenent to the
proposed legislation to be interpreted as an indication of his
recognition that the ISER study is valid. Rather, he opined, the
study was not "worth the paper it is witten on."

Co-Chair Geen realized it would be necessary the follow ng
| egi slative session to review the school funding formula. The
current legislature had sinply run out of time to fully address
t he issue.

5:37:42 PM

Senator Stednan reiterated that the proposed legislation was a
"tenporary solution to an al nost permanent problem" He vowed to
address the issue of school funding in a nore permanent fashion
the foll owi ng year.

5:38: 03 PM
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Co-Chair WIlken interjected that the foundation funding formula
was not broken, but actually functioning well. The conplications
arise from one conponent of the formula that does not recognize
di m ni shed class sizes. Sone districts have had reduced
enrollment, and the current fornmula does not address spreading
the fixed costs of a school over a smaller student body. He
recognized that aspect of the fornmula needs attention.
QO herwi se, the fornmula works well. The proposed bill recognizes
that while funding per student is increasing, student enroll nment
is equal to what it was in 1999. Changes to the fornula nust
incorporate an wunderstanding that sone districts would see
increases in enrollnment while others would experience declines.

5:39:24 PM

Senat or Stednman declared that although the funding fornula may
not be broken in sonme districts, it is definitely broken in
Senate District A

5:39:42 PM

Senator Dyson was "startled at the cost" of the proposed
| egislation. He had received information that suggested the
State may have spent the entire "surplus” of FY 06 revenues and
could possibly be creating a deficit. Legislation such as this
bill could exasperate the situation

5:40: 21 PM

Co-Chair Geen remnded that the State had $600 million in two
di f ferent savings accounts and nearly $600 nmillion in an account
designated for pre-funding of K-12 educati on.

5:40:41 PM

Senat or Dyson agreed, but noted that the Comrttee had w tnessed
$300 million in "surprises" in the previous several days, and
mai nt ai ned his concern.

5:41: 02 PM

Senat or Stednan recounted that the legislature had conmtted a

substantial amount of noney to an investnent account for the
proposed natural gas pipeline, and nore into a trust for future
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health and energy needs. He pointed out that these actions could
be consi dered significant savings.

5:41: 34 PM

Co-Chair WIlken rem nded nenbers that the anticipated revenue
sharing appropriations to nunicipalities would provide the
assenblies of organized areas that contribute financially to
their local schools wth a supplenent. He urged nenbers
representing those areas to nobilize the education popul ace of
their communities to claimthat suppl enment as "education noney".

5:43: 04 PM

Representative Gatto spoke of deductions of nore than $24
mllion in addition to $10 million distributed through the grant
provision, resulting in a base of $35 million |Iess than what was
appropriated in the current fiscal year. As the funding base
woul d be smaller, he suggested the |egislature continue the |ISER
f undi ng.

5:43:55 PM

Co-Chair WIlken directed attention to AS 14.11.100(p)(2)(H
anmended by Section 3 of CSHB 13(RLS) am the version passed by
the House of Representatives. That section would provide for a
$2 mllion "set-aside" for municipalities wth student
popul ati ons between 1,501 and 1,799 individuals. The "set-aside"
was specific to the North Slope Borough, as those residents
"felt slighted" or excluded from the bonding and grants that
were allocated the previous |legislative session. Co-Chair WIken
expl ai ned that the North Sl ope Borough had not been ignored, for
no request for capital funding for education was made for that
area. For that reason, the |anguage granting the $2 mllion set-
asi de was del et ed.

AT EASE 5:46:00 PM/ 5:47:13 PM

5:47:16 PM

Senator Hoffman comrented that the Conmittee had not addressed
school construction funding for rural schools. He rem nded
nmenbers of the Kasayulie case, which found disparities in school
construction funding between rural and wurban districts. By
failing to address the school construction issue, the problem
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and the lawsuit would be "exasperated”. He hoped the school
construction issue would be addressed in the capital budget in
t he House of Representatives. Wre construction needs of schools
in Rural Al aska not addressed, the problens revealed in the
Kasayul i e case woul d continue to escal ate.

5:48:46 PM

Senator O son opposed the renoval of the $2 nillion set-aside
detailed by Co-Chair WIken. Bond debt reinbursenment is used to
fund schools the borough electorate had voted to build, and may
not be included in a list of identified projects conpiled by the
Department of Education and Early Developnent. He recalled
schools receiving bond funding the previous year that did not
appear on any "list", and requested the Departnent testify to
the validity of the North Sl ope Borough's financial needs.

5:50: 09 PM

EDDY JEANS, Director, School Finance Division, Departnent of
Education and Early Devel opnent, stated the he had not had an

opportunity to review the request lists. He relayed that the
North Slope had held a bond election in Novenber of 2005 and
approved a $2 nillion bond proposition for district-wde

mai nt enance. The House of Representatives felt it appropriate to
i ncl ude reinbursenent for the bond in this bill.

5:51: 04 PM

Senator O son remarked on the existence of school districts
t hroughout Al aska attenpting to make local contributions to
their schools, as the bond vote in the North Slope Borough
illustrated.

5:51:28 PM

Co-Chair Wlken referred to a February 28, 2006 report prepared
by the Departnent titled School Debt Rei nbursenent Program [copy
on file]. The report detailed the expenses of the bonding
program He overviewed the spreadsheet, which |isted bond
amounts through 2026, and noted a total bond anobunt of $825
mllion and interest totaling $485 mllion. He suggested the
interest anmount may indicate that "we may want to pay cash for
things like that". The report also listed the numerous schools
participating in the bond program and he concluded that
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although it is an expensive program it is also naking the
Al aska education systema "great system"”

5:53: 07 PM

Amendnent #1: This anmendnent adds a new bill section to anmend AS
14.11.100(p)(2) by inserting new | anguage to read as foll ows.

(H $2,000,000 to projects in a municipality
with a public school enrollnment of at |east 1,501 but
less than 1,800 students in fiscal year 2005, as
det erm ned under AS 14.17.500

This | anguage is contained in CS HB 13(RLS)am
Senator O son noved for adoption.

Co- Chair W/ ken obj ect ed.

AT EASE 5:53:52 PM/ 5:54:43 PM

Co-Chair WIken remnded that the Commttee had discussed bond
rei mbursenent in detail the previous year and had received no
request from the North Slope Borough. He objected to funding
requests that did not abide by the legislative conmttee
process.

5:56:14 PM

Senator O son conceded Co-Chair WIlken had "valid points", but
countered that schools which were not "on any list" the previous
year received funding in the current year, as did a project
rated 20th on a priority list. He recognized the process but
understood that "extenuating circunstances"” sonetines warranted
exceptions, and appealed to the Commttee to reinstate the
| anguage.

5:57: 06 PM

Senator Stednman shared that communities in his district were not
i ncluded on the bond reinbursenment |ist last year, and did not
receive funding. He had received no advance notice to add
schools to the list for "major nmaintenance”, and asked the

process for obtaining rei nbursenent.
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5:57:56 PM

M. Jeans explained that the proposed legislation would fund
future bond action. If the bill passed the |legislature, the
program would be extended an additional two years under the
rates of the previous year's provision. The North S|l ope Borough
woul d be required to hold another bond election and re-approve
the project, as the bill was not retroactive and applied only to
debt incurred in the current year.

5:58:25 PM

Senator Stedman di scussed the Schoenbar M ddl e School |ocated in
the election district he represents, which is undergoing a
refurbi shnent and, upon conpletion, would be required to apply
for addition to the mjor maintenance |ist and for debt
rei moursenment. He asked how this situation conpared to the
i ssues facing the North Sl ope.

5:59: 00 PM

M. Jeans replied that the work underway at Schoenbar M ddle
School was funded using the borough's own finances. If the
proposed l|egislation is passed, the debt reinbursenment program
will be re-opened October 1, 2006, at which tine the city or
bor ough of Ketchi kan could choose to hold an election to approve
bonding for the project. Alternatively, the project could be
submtted for inclusion in the capital inprovenents project
list, where it would be ranked and prioritized along with all
ot her state grant requests.

5:59:54 PM

Senator Stedman surm sed that the process for Ketchikan to be
reinmbursed for their work on the Schoenbar M ddle School was
simlar to what would be required of the North Sl ope Borough.

6: 00: 06 PM

Senator O son asked if any projects in the North Slope district
woul d qualify for reinbursenent.

6: 00:16 PM
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M. Jeans presuned many naintenance projects could qualify for
rei nbursenent, but the Borough had not submtted any to the
Departnent for consideration.

6: 00: 43 PM
Co-Chair Wlken clarified that the |egislature does not approve

the projects, it is only charged with setting the rei nbursenent
[imt according to student popul ations.

6: 01: 08 PM

M. Jeans affirmed that the bill passed the previous year
established limts on specific districts. The proposed bill did
not contain any limtations, and would be available for any

project that had received voter approval and for which the
application process for reinbursenent was conpleted. The
Department woul d determ ne whether the project qualified for 70
percent or 60 percent reinbursenent.

6: 01: 42 PM
Aroll call was taken on the notion.
I N FAVOR: Senator Hof f man and Senator d son

OPPCSED: Senat or Stedman, Senator Bunde, Senator Dyson, Co-Chair
W1 ken and Co-Chair G een

The notion FAILED (2-5)
The amendnent FAILED to be adopt ed.
6: 02: 18 PM

M. Jeans continued his testinony and overviewed the fiscal
notes. The first fiscal note was for the debt reinbursenent
program and indicated indeterm nate anounts as the Departnment
did not know the amounts districts would submt for
consideration. The second fiscal note related to the Al aska
Mlitary Youth Acadeny, as its funding is directly tied to the
BSA. The next fiscal note represented the increase to the BSA
and totaled $96 m | lion.

6: 04: 09 PM
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Senator Stedman requested information on the anount of the
increase to the BSA over the previous four years, including the
current year's adjustnment. He estimated the increase at 40
percent .

6: 04: 38 PM

Co-Chair WIken remnded that the previous year the Conmmttee
undertook an "historic" effort to address all deferred
mai nt enance requests. Wile that endeavor was successful, the
deferred mai ntenance |ist had once again approached $200 nillion
in the current year.

6: 05: 39 PM

CARL ROSE, Executive Director, Association of Al aska School
Boards, testified to thank the legislature for the efforts
undertaken. He was aware of schools in other areas of the
country that were forced to close due to unfunded retirenent
liabilities and an absence of state assistance. He thanked
menbers for their support in that regard.

6:07: 32 PM
Representative Gatto excused hinself for a previous commtnment.

STEPHANI E ALLISON, Alaska Kids Count Network, and parent,
thanked the legislature for their efforts to nmmintain adequate
staffing in schools. She had followed the proposed |egislation
and was supportive of its intent.

6: 09: 58 PM

Senator Bunde referenced the chart titled "Student Dollar and
Student Enrollnment” provided by Co-Chair WIken [copy on file],
and noted that while student enrollnment had declined, the
student dollar had increased "dramatically". Despite that, an
informal poll taken in his district indicated the mpjority of
partici pants consi dered school funding "adequate" or "too nmuch".

6: 10: 48 PM
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Co-Chair WIlken offered a notion to report SCS CS HB 13, 24-
LS0062\T, from Conmittee with individual recommendati ons and new
fiscal notes.

W thout objection SCS CS HB 13 (FIN) was MOVED from Committee
wth five fiscal notes from the Departnent of Education and
Early Devel opnent: $96, 020,900, dated 5/4/06, for the Foundation
Program conponent; $35 mllion, dated 5/4/06, for the Foundation
Program conponent; $646,900, dated 5/4/06, for the Special
School s conponent; $5.8 mllion, dated 5/5/06, for the New

School Performance Incentive Program conponent; and an
i ndeterm nate  amount for the  School Debt Rei mbur senment
conponent .

#hb334

6:11: 37 PM

CS FOR HOUSE BILL NO. 334(FIN)
"An Act relating to an exenption from and deferral of
muni ci pal property taxes for certain types of deteriorated

property."

AT EASE 6:11:51 PM/ 6:12:12 PM

AT EASE 6:13:17 PM/ 6:13:38 PM

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

Co-Chair G een noved for adoption of SCS CS HB 334, 24-1S1353\Y,
as a working docunent and objected to receive an explanation of
the bill and proposed changes.

6: 13: 56 PM
Senator Bunde thanked the Conmttee for including in the

proposed |legislation a provision that would allow a |Iocal
government to defer the property tax obligations of a person

experiencing "catastrophic hard tinmes" until they were able to
make paynent or sell the property. He had developed the
provision in a different bill, and appreciated its inclusion in

this | egislation.
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6:15:34 PM

REPRESENTATI VE JAY RAMRAS, sponsor of the bill, testified that
the bill would assist developers and |ocal governnments in
refurbishing deteriorated properties by revising and clarifying
existing tax deferral Ilanguage. It wuld allow a nunicipal
government to enter in to an agreenent with a devel oper to defer
property taxes wuntil a specified tine, thus binding future

assenblies or councils to the terns of the agreenent.

Representative Ranras excused hinself for a prior commtnent.

6: 18: 24 PM

Co-Chair WIlken noted for the record that he'd had concerns
about the bill's affect on the "chain of ownership”". He had
di scussed the issue with the bill's sponsor, and his concerns

had been al |l evi at ed.
6: 18: 46 PM

Co-Chair Geen remarked that the provisions of the bill are
"“perm ssive |anguage", which allow the tax deferral but do not
require it.

6:19: 01 PM

Senat or O son asked the sponsor's opinion of the changes made by
Senat or Bunde's amendnent.

6:19: 11 PM

JIM POUND, Staff to Representative Ranras, replied that the
amendnent had no affect on the existing |anguage of the bill; it
sinply added additional perm ssive |anguage. The sponsor favored
t he anmendnent .

Co-Chair Green renoved her objection to the adoption of the
conm ttee substitute.

Wthout further objection, SCS CS HB 334, Version "Y', was
ADOPTED as a wor ki ng docunent.

6:19: 57 PM
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Amendment #1: This anendnent inserts a new bill section to read
as foll ows.

Section 1. AS 27.45.030(b) is anmended to read:

(b) I'n (a) of this section, "property used exclusively
for religious purposes” includes the following property
owned by a religious organization:

(1) the residence of an educator in a private
religious or parochial school or a bishop, pastor, priest,
rabbi, mnister, or religious order of a recognized
religious organization; for purposes of this paragraph,
"mnister” neans an individual who is

(A) ordained, conm ssioned, or licensed as a

m ni ster

(B) enployed by the religious organization
to carry out a mnistry of t hat religious
or gani zati on;

(2) a structure, its furniture, and its fixtures
used solely for public worship, charitable purposes,
religious adm nistrative offices, religious education, or a
nonprofit hospital;

(3) lots required by local ordinance for parking
near a structure defined in (2) of this subsection.

New Text Underl i ned

Co-Chair Geen offered a notion to adopt the anmendnent and
obj ected to provide an expl anati on.

Co-Chair Geen read the |anguage of the changes into the record
and stated this would further clarify statute.

Co- Chair Green renoved her objection.
6: 20: 37 PM

Co-Chair WIlken asked the inpact of this provision to the
Fai r banks | ocal governnents.

6: 20: 44 PM
M. Pound responded that it would have no effect in Fairbanks;

the provision is primarily intended to address issues with the
Muni ci pality of Anchorage.
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6: 20: 59 PM

Co-Chair WIlken comented that the |anguage was particularly
br oad.

6:22: 52 PM

Co-Chair G een remarked the changes were intended to clarify the
definition of "mnister"”.

6: 23: 08 PM

Co-Chair WIken exanpled a teacher who taught in a religious
school, but was not a "mnister". He asked if that teacher would
recei ve tax exenption

Co-Chair Geen clarified that only the property of the religious
organi zati on was eligible.

Co-Chair WIken then asked if a house owned by the religious
or gani zati on but occupied by the teacher would qualify.

Co-Chair Green affirned.
6:24: 15 PM

There was no further objection to the adoption of the anmendnent
and it was ADOPTED.

6: 24: 49 PM

Co-Chair WIlken offered a notion to report SCS CS HB 334, 24-
LS1353\Y, from Conmttee wth individual recomendations and
acconpanyi ng fiscal notes.

Wt hout objection, SCS CS HB 334 (FIN) was MOVED from Conmittee
with zero fiscal note #1 fromthe Ofice of the Governor, Ofice
of Managenent and Budget, for all State agencies, and zero
fiscal note #2 from the Departnment of Commerce, Community and
Econom ¢ Devel opnent.

#hcr 30

6: 25: 08 PM
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CS FOR HOUSE CONCURRENT RESCLUTI ON NO. 30(FIN) am
Creating an Alaska Cimate |Inpact Assessnent Comm ssion.

This was the second hearing for this resolution in the Senate
Fi nance Conmittee.

Senator O son offered a notion to report HCR 30, as anended,
from Commttee with individual recomendati ons and acconpanyi ng
and new fiscal notes.

6: 26: 05 PM

Co-Chair W/l ken objected to comment that although he initially
had significant concerns about the establishnment of the Al aska
Climte |Inpact Assessnment Conm ssion, he now understood the nore
[imted "scope" of the comm ssion.

Co- Chair WI ken renoved his objection.

There was no further objection and SCS CS HCR 30 (FIN) was MOVED
from Commttee with fiscal note #1 in an indeterm nate anount
from the Departnment of Natural Resources, and a new fiscal note
dated 5/3/06 in the anmount of $65,000 fromthe Legislature.

#hb426
6: 26: 43 PM

SENATE CS FOR CS FOR HOUSE BILL NO. 426( HES)

"An Act relating to cooperation of insurers wth the
Department of Health and Social Services; relating to
subrogation, assignnent, and lien rights and notices for
nmedi cal assistance clains; relating to recovery of nedical
assi stance overpaynents; relating to asset transfers and
i ncome diversion by mnedical assistance applicants; relating
to assets and Medicare enrollnment as they affect nedical
assi stance coverage; relating to honme and conmunity-based
services; relating to nedical assistance applications for
persons under 21 years of age; requiring a report by the
Department of Health and Social Services; and providing for
an effective date."
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[ NOTE: This bill was heard earlier in the neeting.]
6: 26: 57 PM

Co-Chair Green announced additional anmendnents had been prepared
to address concerns expressed earlier in the nmeeting.

Amendnent  #4: This anendnent inserts |anguage to subsection
(b)(3) of Sec. 47.05.071. Duty of nedical assistance recipient.,
added by Section 3, on page 4, line 9. The inserted |anguage
reads as foll ows.

A nedical assistance recipient is under no duty to file a
civil or other action in order to reinburse the state for
the cost of care or services.

Co-Chair Geen offered a notion to adopt the anendnent and
obj ected to obtain an explanati on.

Ms. Mbss noted the amendnent would add |anguage to page four,
line nine to clarify that the term "application®™ would not
require a nedical assistance recipient to file a lawsuit to seek
rei nmbursenent froma third-party.

Co-Chair Geen read the | anguage, as anended.
Ms. Moss advised that the State would be permtted to file a
| awsuit on behalf of the recipient, but the recipient would not

be required to do so thensel ves.

Co-Chair Geen renoved her objection to the adoption of the
anmendnent .

Wt hout further objection the amendnent was ADOPTED
6:29: 28 PM
Amendnent #5: This anmendnent changes the | anguage of subsection
(c) of Sec. 47.05.072. Duty of attorney for nedical assistance
recipient., added by Section 3 on page 4, following line 25, to
read as foll ows.

(c) An attorney who represents a nedical assistance

recipient shall give the attorney general's office notice
within 30 days of any judgnent, award, or settlenent in an
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action or claim by the nmedical assistance recipient to
recover danmages for an injury or illness that has resulted
in the departnent's providing or paying for nedical
assi st ance.

Co-Chair G een noved for adoption and objected to obtain an
expl anat i on.

Ms. Moss expl ained that the anmendnent nodified |anguage in the
bill that required an attorney representing a nedical assistance
recipient give the attorney general's office 30 days' notice
before accepting a settlenment or judgnent in a case. The
anendnent addresses concerns raised by attorneys who believed
the 30 day notice requirenent would result in unnecessary del ays
in the distribution of funds.

6: 30: 06 PM

Co-Chair Geen understood the anmendnent would change the
requi renent of 30 days' notice before an action was taken to
notice within 30 days of the action.

Ms. Mbss affirned.
6: 30: 24 PM

Ms. Mbss remarked that concerns over Section 9 were discussed at
| engt h.

Ms. Kraly reviewed the concerns. She understood that federal
Medicaid law did not require an "undue hardship" waiver for a
subrogation issue, as it did in other mtters. M. Kraly
qualified her position by remnding that the State is required
to abide by federal Medicaid requirenents. If such a waiver
requi renent existed, the State would have to provide for that
t hrough the regul atory process.

6: 31: 58 PM

Ms. Moss announced that Al aska would be the first state to pass
| egislation to conply with these new federal regul ations.

6:32:18 PM
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Co- Chair Green added that substantial discussion had occurred in
regards to inproving efficiency and accuracy in devel oping
| egislation to i nplenment the new federal Medicaid requirenents.

Al though no formal action was taken, the anendnment was ADOPTED
per the intent of the Commttee

6: 32: 41 PM

Amendnent #6: This anendnment del etes the specification of "full"”
repaynent in subsection (d)(1l) of Sec. 47.05.073. Judgnent,

award, or settlement of a nedical assistance lien., added by
Section 3 on page 5, line 31. The anended |anguage reads as
fol |l ows.

(1) rmaking repaynent to the departnent for costs
of past nedical assistance services provided to the nedical
assistance recipient related to that action or claim

Senator Hoffrman noted earlier testinony indicated that the word
"full" should be del eted.

6: 32: 55 PM

Ms. Moss acknow edged that the omission of the word "full" had
been di scussed. The anendnent to omt it had been overl ooked.

Senat or Hof f man understood that the word "full" had been omtted
in Amend #2, page 3, line 3, and suggested the sane deletion on
page 5, line 31.

6: 33: 45 PM

Ms. Kraly agreed there had been an oversight, and "full" should
be del eted as indicated by Senator Hoffman.

Co-Chair Green clarified the anendment

Co-Chair Geen offered a notion to adopt the anmendnent, as
anended.

There was no objection and the anendnment was ADOPTED.

6: 35: 01 PM
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Co-Chair WIlken offered a notion to report SCS CS HB 426( HES),
as anended, from Commttee with individual reconmendations and
acconpanyi ng fiscal notes.

Wthout objection SCS CS HB 426(FIN) was MOWED from Committee
with fiscal notes from the Departnment of Health and Social
Services: #1 for $0 from the Departnment of Health and Social
Services, Behavioral Health RDU, #2 of $51,700 for the Public
Assi stance RDU;, #3 of ($83,100) for the Senior and Disabilities
Services RDU, #4 of ($2,734,900) for the Health Care Services
RDU, Medicaid Services conponent; and #5 of $190,300 for the
Health Care Services RDU  Medical Assistance Adm nistration
conponent .

#
ADJ QURNVENT

Co- Chair Lyda Green adjourned the neeting at 6:35:52 PM
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