HOUSE FI NANCE COW TTEE
March 12, 2008
1:47 p. m

CALL TO ORDER

Co- Chair Meyer called the House Finance Conmittee neeting to
order at 1:47:45 PM

MVEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Harry Crawford
Representative Les Gara

Representati ve M ke Hawker
Representative Mke Kelly
Representative Mary Nel son
Representative Bill Thomas Jr.

MEMBERS ABSENT

Representative John Harris
Representati ve Reggi e Joul e

ALSO PRESENT

El eanor Wl fe, Staff, Representative Kurt O son; Mrk Davis,
Director, Division of Corporations, Business, Professional
Li censing, Departnment of Commerce, Community and Econom c
Devel opnent; Dave Feekan, Al aska Association of Realtors;
Gene Duval, Chair, Al aska Real Estate Conm ssion; Sarah
Fi sher-Goad, Deputy Director of Operations, Al aska Energy
Aut hority, Department of Commerce, Community and Econom c
Devel opnent; Chris Anderson, Deputy Director of Credit,
Al aska Energy Authority; Del Conrad, CEO Rural Al aska Fue
Services; Jane Pierson, Staff, Representative Jay Ranras.

PRESENT VI A TELECONFERENCE

Susan Browne, Admnistrator, Violent Crines Conpensation
Boar d.

SUMVARY

HB 338 An Act relating to the power project fund and the
bul k fuel revolving loan fund; authorizing the
Al aska Energy Authority to borrow noney from the
power project fund for the bulk fuel revolving
loan fund and to repay noney borrowed; and
providing for an effective date.
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HB 356

HB 357

HB 414

CS HB 338 (FIN was REPORTED out of Conmttee with
a "do pass" recomendation and with attached new
zero fiscal note by the Departnent of Commrerce
Community and Econom c Devel opnment and new fisca
note by the Departnent of Commerce, Comunity and
Econom ¢ Devel opnent.

An Act relating to an exenption from munici pal
property taxes for certain real property that is
exenpt from levy and collection of real property
t axes when conveyed by the federal governnment to
i npl ement the Al aska Native Clains Settlenent Act
or when conveyed under a |and exchange authorized
by that Act involving land or an interest in |and
that is made exenpt from | ocal property taxes by
that Act; and providing for an effective date.

CS HB 356 (CRA) was REPORTED out of Conmittee with
a "do pass" recommendation and with attached zero
fiscal note by the Departnent of Conmerce
Community and Econom c¢ Devel opnent.

An Act requiring errors and om sSSions insurance
for real estate |icensees; renamng the rea
estate surety fund as the real estate recovery
fund and relating to that fund, and redefining the
procedures and criteria used by the Real Estate
Conmi ssion to make an award from the fund to a
person suffering a loss caused by certain
m sconduct of real estate licensees; requiring a
real estate licensee to maintain an office in the
state; and providing for an effective date.

CS HB 357 (L&C) was REPORTED out of Conmittee with
a "do pass" recommendation and with attached zero
fiscal note #1 by Departnent of Conmmerce,
Communi ty and Econom ¢ Devel opnent and zero fi scal
note #2 by Departnent of Commerce, Community and
Econom ¢ Devel opnent.

An Act relating to the crine victim conpensation
fund.

HB 414 was REPORTED out of Conmittee with a "do
pass” recomendation and with attached zero fiscal
note #1 by the Departnent of Adm nistration

HOUSE BI LL NO. 357

An Act requiring errors and om ssions insurance for

r eal

estate licensees; renamng the real estate surety

fund as the real estate recovery fund and relating to

t hat

fund, and redefining the procedures and criteria

used by the Real Estate Conmm ssion to nake an award
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fromthe fund to a person suffering a |oss caused by
certain msconduct of real estate |icensees; requiring
a real estate licensee to maintain an office in the
state; and providing for an effective date.

1:49: 12 PM

ELEANOR WOLFE, STAFF, REPRESENTATIVE KURT OLSON ( SPONSCR),
informed the Conmmittee that HB 357 was introduced at the
request the Al aska Association of Realtors. The |egislation
is intended to mandate errors and om ssions (E&D insurance
for real estate agents. The bill wuld also change the
nature of the surety fund to a recovery fund that would be
used if there is fraud or deceit. The E&O insurance would
cover the majority of the conplaints peopl e now have agai nst
the surety fund.

Representative Kelly asked if anyone was opposed to the
bill. Ms. Wlfe said there had not been a | ot of opposition.

1: 52: 57 PM

MARK DAVIS, DI RECTOR, DI VISION OF CORPORATIONS, BUSI NESS,
PROFESSI ONAL LI CENSI NG DEPARTMENT OF COVWMERCE, COWMUNI TY
AND ECONOM C DEVELOPMENT, explained that HB 357 is in
response to a 2007 legislative audit of the Al aska Real
Estate Conmm ssion. The audit recommended that the Comm ssion
be continued and recommended changes in the surety fund. The
fund has had difficulty providing consuners with protection.
O her states have noved towards the mandatory E&O insurance
proposed in HB 357. The policy would provide uniform
protection for all realtors. The bill does not go into
effect if a reasonable policy cannot be found.

Representative Thomas noticed that the bill requires
realtors obtaining a real estate license to have physica
offices in the state and asked if that had been a problem

DAVE FEEKAN, ALASKA ASSOCI ATION OF REALTORS, clarified the
reason for changing the surety fund. The fund was put in
place in 1974 in place of bonding. The fund is a self-funded
program that covers fraud, deceit, msrepresentation, and
conversion of trust. The fund has $250,000 to $500,000 by
statute, but has been declining. In the past two years there
have been an inordinate nunber of frivolous clains filed
with resulting high admnistrative costs. Mandat ory
i nsurance woul d deal with some of the clains.

1: 58: 07 PM

M . Feekan said the goal of the |anguage is not restraint of
busi ness but supervision and record-keeping. A person can
get a real estate license after only a forty-hour course and
passing a test. This person then handl es one of the |argest
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financial transactions of nost people’'s lives. The bill
requires the licensee to have an office so that they can be
supervi sed and keep the required records.

Representative Crawmford asked the difference in cost for E&O
i nsurance and paying into the surety fund. M. Feekan did
not think the surety expense would change fromits current
cost of $30 every two years. Judging fromthe cost in other
states, the insurance cost would be approxi mately $150-200
per individual (as part of a group policy), for $100, 000
coverage/ $1, 000 deductible. The majority of E&O clains are
| ess than $10, 000.

2: 02:49 PM

Representative Gara turned to page 9, line 12, and asked why
the word “msrepresentation” was taken out. He wanted to
make sure the legislation was not meking it harder for
sonmeone who had been defrauded by a real estate agent to
recover. M. Feekan did not know why it was taken out.
Representative Gara asked if he would be confortable | eaving
the word in. M. Feekan said the industry would not have a
problem with that. M. WlIfe said she would get nore
i nformation.

GENE DUVAL, CHAIR, ALASKA REAL ESTATE COWM SSION, spoke in
support of the bill. The Comm ssion believes the changes
will better protect the public and close |oopholes. They
t hought the requirenment of an office in the state was
i nportant because of the internet realtors, which are hard
t o supervise.

2: 05: 55 PM

PUBLI C TESTI MONY CLOSED

Vice-Chair Stoltze MOVED to report HB 357 out of Conmttee
wi th individual recommendations and with the acconpanying
fiscal notes. There being NO OBJECTION, it was so ordered.

CS HB 357 (L&) was REPORTED out of Conmttee with a "do
pass"” recommendation and with attached zero fiscal note #1
by  Depart nent of Conmmer ce, Community and  Economc
Devel opnent and zero fiscal note #2 by Departnent of
Commer ce, Community and Econom c Devel opnent .

HOUSE BI LL NO._ 338

An Act relating to the power project fund and the bul k
fuel revolving |loan fund; authorizing the A aska Energy
Aut hority to borrow noney from the power project fund
for the bulk fuel revolving loan fund and to repay
noney borrowed; and providing for an effective date.
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Vice-Chair Stoltze MOVED to ADOPT work draft 25-LS1332\E
Kane, 2/22/08, as the version of the bill before the
Conmittee. There being NO OBJECTION, it was adopt ed.

2:10: 42 PM

REPRESENTATI VE MARY NELSON, SPONSOR, explained that the bill
woul d al l ow the Al aska Energy Authority (AEA) to borrow from
the Power Project Fund (PPF) for wuse in the Bulk Fuel
Revol ving Loan Fund (BFRLF). The PPF has a bal ance of $10.8
mllion. Due to the ever-increasing cost of energy
t hroughout the state, especially in renote rural villages,
the ability of AEA to offer |oans has been hindered because
| arger loans are required to buy the sanme quantity of fuel.

Representative Nelson said that Rural Al aska Fuel Services
is often asked to provide loans to comunities that would
ot herwi se be unable to get |oans. The payback rate is 100%
Al though the bridge |oan program has been functioning well
since 2004, HB 338 is necessary because there is no
statutory authorization for AEA to operate the program
Communi ties have struggled to purchase bul k fuel because of
significant decreases in or total elimnation of nunicipa
assi stance and revenue sharing. The loans help communities
purchase fuel at the beginning of the cold season. The
fiscal note is small and for contractual services. The
Department of Conmerce, Community and Econom c Devel opnent
is optimstic that the demand for the programw |l fall wth
the reinstatenent of state revenue sharing (Statenent on
File).

2:14: 52 PM

Co- Chair Meyer opened public testinony.

SARAH Fl SHER- GOAD, DEPUTY DI RECTOR OF OPERATIONS, ALASKA
ENERGY AUTHORI TY, DEPARTMENT OF COVMERCE, COWMUNI TY AND
ECONOM C DEVELOPMENT (DCCED), said the BFRLF provides a
financing source for comunities of 2,000 or less to
purchase an annual supply of fuel. She said AEA only commits
to loans based on cash available. The bill provides a
backstop source of funds to allow AEA to better neet the
needs of borrowers. There is an intense demand and repaynent
cycle. The bill limts the lending ability by restricting
t he ambunt based on the June 30 cash bal ance for the PPF, to
$2 mllion or 10% of the avail able cash bal ance. The current
cash balance of the PPF is approximately $10.8 mllion,
l[imting loans to approximately $1 mllion. If the bal ance
goes below $5 nillion, the BFRLF would be suspended
(Statenment on File).

Representati ve Thomas asked if AEA can garnish a community’s

revenue sharing if that community has outstandi ng debt. M.
Fi sher- Goad answered that although AEA has the ability to
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collateralize the |oans and request paynents, a comunity
woul d not eligible for a new loan until the bal ance was paid
of f.

Representati ve Thomas pointed out that the history sheet
(Copy on File) shows several communities with three or four
years of unpai d bal ance.

Representative Kelly asked if the interest rate changed over
time. Ms. Fisher-Goad replied that the first tinme an entity
borrows the interest rate is zero percent. The rate then
changes to the nunicipal rate of approximately 4.5%

CHRI S ANDERSON, DEPUTY DI RECTOR OF CREDI T, ALASKA ENERGY
AUTHORI TY, added that delinquencies are averaging |ess than
3% and tend to be seasonal .

2:22: 25 PM

DEL CONRAD, CEO RURAL ALASKA FUEL SERVICES, has been
managi ng the Bulk Fuel Bridge Loan Program on behalf of
DCCED since its inception. The bridge |oan program was set
up with a $500,000 grant fromthe Denali Conm ssion in 2004
when the first price shock hit rural Al aska. A significant
nunber of communities had been turned down for |oans by AEA
The Denali Conmi ssion nmade a grant to the State. The State,
in conjunction wth the Alaska Village Electrical
Cooperative (AVEC) and Rural Al aska Fuel Services (RAFS),
set up a | oan program which has been run by RAFS.

M. Conrad explained that in order to be eligible, a
community or borrowng entity has to be turned down by AEA
This could happen for a variety of reasons, such as an
outstanding debt or an IRS lien. At that point the entity
becones eligible for the bridge l|oan program |If the
community repays on a tinely basis, they can get the |oan
for another two years at zero percent interest. The goal is
to help high risk, financially unsustainable comunities
nove back into the regular borrowi ng process. About $6.5
mllion has been | oaned over the past four years.

2:27: 38 PM

Representative Kelly asked if M. Conrad functions primarily
as a banker in relation to the program M. Conrad answered
that related to the fuel provision, he is primarily a
banker. Related to the bridge |loan, he is part banker and
part consultant. He nmeets with community adm nistrators and
helps them sort through <costs. The largest issue is
typically that a community will keep prices too |ow and not
enforce collections in an attenpt to help its residents.
Representative Kelly asked if the responsibility stays with
the utility. M. Conrad said yes, but added that he assists
the conmunity in probl emsol ving.
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PUBLI C TESTI MONY CLOSED

Vice-Chair Stoltze MOVED to report CS HB 338 (FIN) out of
Commttee wth individual recomendations and wth the
acconpanyi ng fiscal notes. There being NO OBJECTION, it was
so ordered.

CS HB 338 (FIN was REPORTED out of Conmittee with a "do
pass" recommendation and with attached new zero fiscal note
by the Departnment of Commerce, Community and Economc
Devel opnent and new fiscal note by the Departnment of
Commerce, Community and Econom c Devel opnent.

2:31: 33 PM

HOUSE BI LL NO. 414

An Act relating to the crine victimconpensation fund.

JANE PI ERSON, STAFF, REPRESENTATIVE JAY RAMRAS, expl ai ned
that HB 414 relates to the Violent Crines Conpensation
Board, established under statute in 1972 to help mtigate
damages and financial hardships suffered by victins of
violent crinme. The Board provides conpensation to cover
reasonabl e costs such as nedical and counseling expenses,
| ost incone, and relocation costs. Mst of the Board's
fundi ng cones from Permanent Fund Dividend (PFD) nonies that
are made available through ineligibility of ~certain
crimnals. Every year the Board generates revenues through
provi der refunds, inmate salaries, restitution paynents and
ot her paynents. The revenue is deposited into the Genera
Fund. Between 1996 and 2006, these revenues totaled
$570, 000. Sonme of the funds were appropriated back into the
Board in years when the PFD and federal grant nonies did not
cover expenditures (Statenent on File).

Ms. Pierson pointed out that HB 414 would create a non-
general fund program definition for the Board, which would
generate nore federal funds.

2:35:16 PM

Vice-Chair Stoltze spoke to the dedication of the Board.

SUSAN BROWNE, ADM NI STRATOR, VICOLENT CRIMES COVPENSATI ON
BOARD (Testified via teleconference), expl ained the
functions of the Board. She has personally viewed and worked
many t housands of cases.

PUBLI C TESTI MONY CLOSED
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Representative Kelly asked for clarification regarding the
fund. Ms. Browne thought the account could becone self-
sust ai ni ng.

2:39: 26 PM

Co-Chair Meyer referred to the zero fiscal note.

Representative Hawker stated for the record his disconfort
wi th designated funds. Representative Kelly agreed. Co-Chair
Meyer acknow edged the designated fund status but thought
the cause worthy. Representative Gara thought the Board was
different than other dedicated funds since they are
statutorily mandated to pay conpensation to victins of
viol ent crines.

2:43: 21 PM

Vice-Chair Stoltze MOVED to report HB 414 out of Conmttee
wi th individual recommendations and with the acconpanying
fiscal notes. There being NO OBJECTION, it was so ordered.

HB 414 was REPORTED out of Commttee with a "do pass”
recomrendation and with attached zero fiscal note #1 by the
Depart ment of Adm nistration.

HOUSE BI LL NO.__ 356

An Act relating to an exenption from nunicipal property
taxes for certain real property that is exenpt from
levy and collection of real property taxes when
conveyed by the federal governnent to inplenment the
Al aska Native Clains Settlenent Act or when conveyed
under a | and exchange authorized by that Act involving
land or an interest in land that is made exenpt from
| ocal property taxes by that Act; and providing for an
effective date.

Vice-Chair Stoltze, Sponsor, introduced the bill as
expanding the |list of property that is exenpted from
muni ci pal taxation to include property that has been
conveyed under the Al aska Native Clains Settlenent Act. The
| egislation will provide benefits for all nunicipalities in
Al aska who wish to enter into land exchanges with Native
vill ages and regional corporations. Currently, land a Native
corporation receives in an exchange with a nunicipality my
not be exenpt.

2:47: 35 PM

Vice-Chair Stoltze clarified that the municipality would
have to want to do the land trade, in response to a question
by Representative Kelly.
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Representative Hawker commented that the bill is re-
affirmng the over-riding federal statute and state statute.
He was curious if municipalities could tax land that was
exenpt by federal statute. Vice-Chair Stoltze thought the
bill was affirmng the intent.

2:49: 48 PM

Co-Chair Meyer referred to fiscal notes.

Co-Chair Chenault MOVED to report HB 356 out of Conmttee
with individual recomendations and with the acconpanying
fiscal notes. There being NO OBJECTION, it was so ordered.

CS HB 356 (CRA) was REPORTED out of Conmttee with a "do
pass"” recommendation and with attached zero fiscal note by
the Depart nment of Commer ce, Community and Economc
Devel opnent .

ADJ OURNVENT

The neeting was adjourned at 2:51 PM
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