SENATE FI NANCE COW TTEE
March 27, 2008
1:37 p.m

CALL TO ORDER

Co-Chair Stedman called the Senate Finance Comm ttee neeting
to order at 1:37:08 PM

VEMBERS PRESENT

Senat or Lyman Hof f man, Co-Chair
Senator Bert Stedman, Co-Chair
Senator Charlie Huggins, Vice-Chair
Senator Kim Elton

Senat or Joe Thomas

Senat or Fred Dyson

MEMBERS ABSENT

Senat or Donny O son

ALSO PRESENT

Derek Mller, Staff, Representative Kelly Joan Nugent,
Ket chi kan General Hospital; Kevin Gadsey, Southeast Al aska
| ndependent Living Coordinator Mles Baker, Staff, Senate
Fi nance Conmittee;

PRESENT VI A TELECONFERENCE

Robert W /I kenson, Chief Executive Oficer, Copper Valley
El ectric Association and Vice-President, Al aska Power
Association; Marilyn Leland, Executive D rector, Al aska
Power Association Mirat Bal aban, Fi sheries Industrial
Technol ogy Center, Kodiak; Gnger Fortin, Homer; David
Johnson, Physici an, Ketchi kan General Hospital; Joan Nugent,
Ket chi kan General Hospital; Kevin Gadsey, Coordinator,
Sout heast Al aska | ndependent Living; Rebecca Madi son, Al aska
Native Tribal Health Consortium Ron |Inouye, Vol unteer
Coor di nat or, Museuns Day, Fai r banks; Ann Ri ngst ad,
Uni versity of Al aska, Fairbanks; Rick Caufield, Director,
Tanana Valley Canpus, UAF; Beth Landon, Director Al aska
Center for Rural Health, UAA; Ruth Talley, Anchorage; Rex
Tall ey, Anchorage; Gary dson, Chairman, Al aska Mose
Federation, Anchorage; Patrick Reinhart, D rector, State
| ndependent Living Council, Anchor age; Dan St eadman,
Executive Director, Health Center, Soldotna; Richard Peck,
Unal aska; Sonia Hanforth-Kone, Unalaska; Marilyn Kasmar,
Al aska Primary Care Association, Anchorage; Scott Davis,
Ket chi kan; Mark Wal ker, Al aska Conmunity Services, Wangell;
Roger Wight, Jr., Kotzebue; Bonnie Wl dstad, North Pol e

SUMVARY
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SC CSHB 233(L&0)

"An Act relating to giving notice of unclained net
margin distributions nmade by electric and
t el ephone cooperatives.™

HB 233 was HEARD and HELD in Committee for further
consi derati on.

SB 221 "An Act nmaking appropriations, including capita
appropriations, supplenental appropriations, and
appropriations to capitalize funds; and providing
for an effective date."

SB 221 was HEARD and HELD in Conmittee for further
consi derati on.

1: 37: 22 PM

SENATE CS FOR CS FOR HOUSE BILL NO. 233(L&0)

"An Act relating to giving notice of wunclainmed net
margin distributions made by electric and tel ephone
cooperatives."

DEREK M LLER, STAFF, REPRESENTATI VE KELLY, read from Sponsor
St at enent :

The purpose of HB 233 addresses the sonetines
burdensonme and ineffective noticing requirenments of
uncl aimed property law regarding capital credits of
electric and telephone cooperatives. Electric and
t el ephone cooperative fromtine to tine receive excess
revenue from nenbers that exceed the expenses of
operations. The cooperative keeps these excess revenues
in a mnmenber-owned capital account called capital
credits, on behalf of the nenber.

Cooperatives may refund a portion of accumulated
capital credits, but in sone cases the cooperative
seeking to refund the capital credits no loner has a
valid address for the nenber. As a result, nmany go
uncl ai med. Current Al aska uncl ai med property | aw all ows
the credits to revert back to the cooperative as |ong
as the cooperative, at least six nmonths prior to the
reversion 1) nailed a notice to |last known address of
t he nmenber; 20 publishes a notice of proposed reversion
in the sane manner required for publishing a service of
commons by publication; and 3) publishes a notice of
the unclainmed capital credits four tinmes, during four
consecutive calendar weeks in a newspaper of |ocal
circul ation.
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Wiile mailing to Jlast known address of nenbers
sonmetimes result in finding nenbers, newspaper
publication does not result in a significant increase
in the nunber of nenbers who cash their capital credit
checks, particularly for rural cooperatives. As a
result, cost of conpliance with this notice requirenent
is significant and the effectiveness is questionable.
HB 233 allows cooperatives the option of wusing the

internet, instead of newspaper publication, to notify
its menbers of unclainmed capital credits. Alaska is the
nost “wired” state in the country and this bill allows

for cooperative to notify its nenbers using a nethod
nost |likely to reach them

1: 40: 42 PM

Co-Chair Stedman inquired how many areas in Al aska do not
have internet access and if it is a problem

M. Mller referred to Marilyn Leland Executive Director
Al aska Power Association to better answer that question.

Co-Chair Stedman referenced page 2, line 3, and asked why
the posting on the website was for 180 days.

1:41: 42 PM

M. MIller explained that the bill was originally introduced
with a thirty day posting then the House Labor & Conmerce
Commttee anmended that to 180 days. There has been no
obj ection from cooperatives regardi ng the change.

1: 42: 21 PM

Senat or Dyson asked if consideration was given to the use of
the Permanent Fund Division's address list to notify those
owed a credit. M. MIller responded that it had not been
consi dered but he would look into the possibility.

1: 43: 04 PM

Senator Dyson felt the use of the Permanent Fund Division's
address listing was a nore effective way to find nmenbers and
offered to propose an anendnent to that effect.

1: 43: 56 PM

Co-Chair Stednan renminded the Committee that this was the
first hearing HB 233 and there would be tine for questions
and concerns to be addressed.

M. Mller informed the Conmittee that Chugiak Consuners

Consortium reviewed the bill and felt confident the
consuners were being adequately notified.
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1:44: 45 PM

Senator Thomas expressed confusion over the term “nenber”
noting that those needing to be contacted would no | onger be
menbers. M. Ml er agreed.

1:45:18 PM

Senator Elton asked the notification process used by utility
conpanies that are not cooperatives. M. MIller answered
t hat the bill only covers telephone and electric
cooperatives and he would need to check into how other
private wutilities handle notices of unclainmed capital
credits.

Senator Elton wanted to assure that the state was treating
both cooperative and non cooperative utilities equally. He
further noted that there may be legal limtations regarding
the use Permanent Fund Division information and it may
require a change in the | aw

1: 46: 40 PM

Co-Chair Stedman suggested that the bill’s sponsor check
with the Permanent Fund Division regarding legal limtations
to rel ease address information.

1:47: 09 PM

ROBERT W LKENSQON, CHI EF EXECUTIVE OFFI CER, COPPER VALLEY
ELECTRIC ASSOCIATION and VICE PRESIDENT, ALASKA PO/ER
ASSCCI ATION testified via teleconference in support of HB
233. He explained that the Al aska electric industry includes
muni ci pal utilities and a few investor-owned utilities but
was nostly nmade up of nonprofit electric cooperatives. The
di stingui shabl e aspect of cooperatives is that they operate
on a nonprofit basis; by law the nonies received in excess
of the cost of operations are a “contribution of capital” by
the menber. The utility policy states that the credits are
all ocated to custoners, pending refund. He el aborated that
in sone cases the refunds may not be nade for a generation
or even |onger, which presents the problem of unclained
refunds. He indicated that the 180 day notice was arrived at
from an existing statute whereby a year after a refund is
decl ared, if unclainmed refunds have been noticed for a year,
six nonths prior to the 180 days those funds may revert to
the utilities.

He noted staff on both the House and Senate side worked with
the utilities to nake changes to HB 233. The goal of the
utilities is to conplete the contract with nenbers and
return any capital credits due. M. WIkenson responsed to
Senator Thomas’ earlier comment regarding “nmenbers” said a
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differentiation could be nmade by wusing “nenbers” and
“inactive nenbers” term nol ogy.

1: 52: 38 PM

MARI LYN LELAND, EXECUTI VE DI RECTOR, ALASKA POWNER ASSCCI ATI ON
testified via tel econference and commented on the previously
asked question regarding the nunber of conpanies w thout
internet. She believed nost conpanies had the internet and
this bill could be an incentive to use the internet for
those who do not already. She further noted that sone
conpani es are already noticing nmenbers through the internet.
She described that the funds, once returned to the utility,
are generally given back into the comunities. She provided
an exanple of communities using funds for school
schol ar shi ps.

1: 54: 55 PM

HB 233 was HEARD and HELD in Commttee for further
consi derati on.

RECESS: 1: 55: 37 PM
RECONVENED: 5:12: 58 PM

SENATE BILL NO. 221

"An Act making appropriations, including capital
appropri ations, suppl enent al appropri ations, and
appropriations to capitalize funds; and providing for
an effective date."

Co-Chair Stedman announced that the Conmittee was waiting
the arrival of the new Commttee Substitute. The plan was to
start public testinony and those online waiting for the
Conmittee Substitute could call back |ater

5:14: 36 PM

MURAT BALABAN, FI SHERI ES | NDUSTRI AL TECHNCLOGY CENTER
KODI AK testified via teleconference and supported the
deferred maintenance request for the University of Al aska
Fai rbanks facilities. This noney is needed to maintain the
exi sting infrastructure.

5:16: 29 PM

G NCER FORTIN, HOVER testified via teleconference in favor
of the extra appropriation of $4.2 million for the Kenicott
Marine H ghway Ferry to serve the Homer, Soldovia, and
Kodi ak areas tw ce a nonth.

5:17:19 PM
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DAVI D  JOHNSQON, PHYSI CI AN, KETCH KAN  GENERAL  HOSPI TAL
testified via tel econference in support of the $4.4 nmillion
upgrade to the hospital’s surgery unit. This request only
represents half the noney required. The noney is critical to
the conmunity.

5:19:02 PM

JOAN NUGENT, KETCHI KAN GENERAL HOSPITAL, testified via
tel econference and supported the request for the Ketchikan
CGeneral Hospital surgery needs.

5:21: 06 PM

KEVI N GADSEY, COCRDI NATOR, SOUTHEAST ALASKA | NDEPENDENT
LIVING testified via teleconference in support of the
$250, 000 adaptive technol ogies grant for seniors and those
with disabilities.

5:23:31 PM

REBECCA MADI SON, ALASKA NATIVE TRI BAL HEALTH CONSORTI UM
testified via teleconference in support of the statew de
heal th i nformati on exchange for $6.5 million. She enphasized
that this is a cost savings program

5:27:13 PM

RON | NOUYE, VOLUNTEER COORDI NATOR, MJUSEUMS DAY, FAI RBANKS
testified via teleconference and asked for an increase of
$50,000 to $100,000 for the state office of history and
archeology to match the federal noney that would not be
received without this matching state funding. He also urged
the consideration of the increase of $3 million for the
joint state archives and museum i n Juneau

5:28:31 PM

ANN RI NGSTAD, UNI VERSI TY OF ALASKA, FAIRBANKS testified via
tel econference in support of BIO science and nedicine
fundi ng and deferred nai nt enance.

5:29:38 PM

RI CK CAUFI ELD, DI RECTOR, TANANA VALLEY CAMPUS, UNI VERSITY OF
ALASKA, FAI RBANKS testified via tel econference and supported
the renewal and renovation to the Tanana Vall ey Canpus.

5:31:35 PM

BETH LANDON, DI RECTOR ALASKA CENTER FOR RURAL HEALTH,
UNI VERSITY OF ALASKA testified via teleconference and
supported the University funding for deferred maintenance
and the funding for |local health care training.
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5:33: 50 PM

RUTH TALLEY, ANCHORAGE testified via teleconference and
strongly supported the Alaska Primary Care Association one
time capital request of $2.5 mllion for health information
technol ogy and facilities.

5:35:12 PM

REX TALLEY, ANCHORACGE testified via teleconference and
strongly supported the Alaska Primary Care Association one
time capital request of $2.5 mllion for health information
technol ogy and facilities.

5:35:41 PM

GARY OLSON, CHAIRVAN, ALASKA MOOSE FEDERATI ON, ANCHORAGE
testified via teleconference in support of npbose mtigation
strategy funding within the Departnent of Transportation
strategy plan to save lives and ani mal s.

5:38: 50 PM

PATRI CK  RElI NHART, DI RECTOR, STATE | NDEPENDENT LI VI NG
COUNCI L, ANCHORAGE testified via teleconference in support
of three capital projects: Center for |ndependent Living
Project, Al aska Housing Trust Fund, and nore capital funding
in transportation.

5:40:59 PM

DAN STEADMAN, EXECUTIVE DI RECTOR, HEALTH CENTER, SCOLDOTNA
testified Vi a t el econf erence and support ed heal th
i nformation technol ogy.

5:42: 23 PM

RI CHARD PECK, UNALASKA testified via teleconference and
supported the $2.5 million for health information technol ogy
infrastructure for community health centers.

5:43:31 PM

SONI A HANFORTH- KOVE, UNALASKA testified via tel econference
in support of the $2.5 nmllion for health information
technol ogy infrastructure for community health centers.

5:44:05 PM

MARI LYN KASMAR, ALASKA PRI MARY CARE ASSCCI ATI ON, ANCHORAGE
testified via tel econference and supported the $2.5 nillion
for health information technology infrastructure for
community health centers.
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5:46: 23 PM

SCOTT DAVIS, KETCH KAN testified via teleconference, in
support of building a local fire station for $2 nmillion.

5:47:24 PM

MARK WALKER, ALASKA COVWUNI TY SERVI CES, WRANGELL testified
via tel econference and supported the $2.5 mllion for health
i nformation technol ogy infrastructure.

5:49:17 PM

ROGER WRI GHT, JR., KOTZEBUE testified via tel econference and
supported the $2.5 million for health information technol ogy
i nfrastructure.

5:50: 23 PM

BONNI E WOLDSTAD, NORTH POLE testified via teleconference in
support of Fish and WIldlife Public Safety for deferred
mai nt enance and safety equi pnent.

AT EASE: 5:52: 07 PM
RECONVENED: 5:58: 40 PM

Co-Chair Hoffrman MOVED to ADOPT Committee Substitute for SB
221 (FIN), 25-GS2007\M as the working docunent before this
conmi ttee.

Co- Chair Stedman OBJECTED for di scussion purposes.

5:59:19 PM

M LES BAKER, STAFF, SENATE FINANCE COW TTEE presented a
synopsis of the bill. He explained that Section 1, page 2-6
reflect capital projects added into commttee substitute to
protect |life and property or enhance public safety. This
adds a total of $57.9 million in that category.

M. Baker remarked that Section 4, page 9, designates
capital projects appropriated first to various departnents
and to naned recipients, then to nunicipalities. There is a
total of $535 million of which $124 mllion was in the
Governor’s budget that has been added back into this
comrittee substitute. The $413 million is for new
| egi sl ative project additions.

M . Baker noted that Section 5, page 70, is the
summari zation by fund source of Section 4. Section 7, page
74 are the capital projects that wll upgrade comerci al
passenger vessel servi ces, wat er cr af t i nfrastructure,
passenger safety, and  support cruise ship visitor
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activities. These projects will be appropriated out of the
Conmmrer ci al Passenger Vessel Tax Account for $23.9 mllion.

M. Baker reported that Section 10 is the |anguage section

of the bill. The only changes from the previous conmttee
substitute on page 78. Section 11, line 18 added in the Help
Anerica Vote Act. Section 11, line 23 capitalizes the

muni ci pal harbor facility grant fund with $10.4 mllion,
$400,000 nore than in the Governor’'s budget. Section 11,
line 25, page 78 appropriated $106.4 nmillion to the school
construction grant fund that will pay for t n e
first four schools on the Departnment of Education’s schoo
construction list, $81 million nmore than in the Governor’s
budget .

6: 04: 24 PM

M. Baker indicated that Section 14, page 79 added back in
the Rural Electrification Revolving Loan Fund. He noted that
the total of the committee substitute is $1.56 billion. The
previous comrittee substitute was $950 milli on.

6: 05: 40 PM

Senat or Dyson requested the other funds figure.

M. Bakes replied that the total other funds is $350.4
mllion that is up from$264 nmillion

Co-Chair Stedman W THDREW his OBJECTION. There being NO
further OBJECTI ON CSSB 221 (FIN), 25-GS2007\M was adopted as
t he wor ki ng docunment before this commttee.

SB 221 was HEARD and HELD in Conmmttee for further
consi deration

AT EASE: 6: 06: 27 PM
RECONVENED: 6:34: 11 PM
ADJ QURNVENT

The neeting was adjourned at 6:34 PM
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