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VEMBERS PRESENT

Senat or Johnny Ellis, Chair
Senator Gary Stevens, Vice Chair
Senator Bettye Davis

Senat or Con Bunde

VEVMBERS ABSENT
Senat or Lyman Hof f man
COW TTEE CALENDAR

SENATE BILL NO 115
"An Act relating to gift certificates and gift cards, and to
uncl ai med property; and making a violation of certain gift card
prohi bitions an unlawful trade practice."

MOVED CSSB 115( STA) OQUT OF COW TTEE

HOUSE BI LL NO. 34
"An Act relating to sales of wine by a winery licensee."
MOVED HB 34 OUT OF COW TTEE

SENATE BI LL NO. 117
"An Act relating to the presunption of coverage for a workers'
conpensation claim for disability as a result of certain
di seases for certain occupations.”

HEARD AND HELD

SENATE BILL NO 124
"An Act relating to the allocation of noney appropriated to the
Al aska Workforce Investnent Board; and providing for an
effective date.”

SCHEDULED BUT NOT HEARD

Presentati on on Affordabl e Housing | ssues
by Dan Fauske, CEQO, Al aska Housi ng Fi nance Corporation (AHFC)

PREVI QUS COW TTEE ACTI ON

BILL: SB 115
SHORT TI TLE: G FT CARDS
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SPONSCR(s) : STATE AFFAI RS

03/ 12/ 07 (S) READ THE FIRST TIME - REFERRALS

03/ 12/ 07 (S) STA, L&C

03/ 20/ 07 (S) STA AT 9:00 AM BELTZ 211

03/ 20/ 07 (S) Heard & Hel d

03/ 20/ 07 (S) M NUTE( STA)

03/ 22/ 07 (S) STA AT 9:00 AM BELTZ 211

03/ 22/ 07 (S) Moved CSSB 115(STA) Qut of Committee
03/ 22/ 07 (S) M NUTE( STA)

03/ 23/ 07 (S) STA RPT

BILL: HB 34

SHORT TI TLE:. SALES BY W NERY LI CENSEE
SPONSOR(s): REPRESENTATI VE(s) LEDOUX

01/ 16/ 07 (H) PREFI LE RELEASED 1/5/07

01/ 16/ 07 (H READ THE FI RST TI ME - REFERRALS

01/ 16/ 07 (H) L&C, FIN

01/ 29/ 07 (H) L&C AT 3:00 PM CAPI TOL 17

01/ 29/ 07 (H Moved Qut of Conmittee

01/ 29/ 07 (H M NUTE( L&C)

01/ 30/ 07 (H L&C RPT 5DP

01/ 30/ 07 (H DP: GARDNER, GATTO, RAMRAS, LEDQUX,
OLSON

02/ 07/ 07 (H FIN AT 1: 30 PM HOUSE FI NANCE 519

02/ 07/ 07 (H Moved Qut of Conmittee

02/ 07/ 07 (H) M NUTE( FI N)

02/ 08/ 07 (H FIN RPT 7DP 3NR

02/ 08/ 07 (H DP:  JOULE, THQOVAS, GARA, CRAWFORD,
KELLY, MEYER, CHENAULT

02/ 08/ 07 (H NR HAWKER, NELSON, STOLTZE

02/ 14/ 07 (H) TRANSM TTED TO (S)

02/ 14/ 07 (H VERSI ON: HB 34

02/ 19/ 07 (S) READ THE FI RST TI ME - REFERRALS

02/ 19/ 07 (S) CRA, L&C

03/ 06/ 07 (S) CRA AT 3:30 PM BELTZ 211

03/ 06/ 07 (S) Moved HB 34 Qut of Conmittee

03/ 06/ 07 (S) M NUTE( CRA)

03/ 07/ 07 (S) CRA RPT 3DP 1INR

03/ 07/ 07 (S) DP: THOVAS, STEVENS, KOOKESH

03/ 07/ 07 (S) NR:  OLSON

04/ 03/ 07 (S) L&C AT 1:30 PM BELTZ 211

04/ 03/ 07 (S) Heard & Held

04/ 03/ 07 (S) M NUTE( L&C)

04/ 12/ 07 (S) L&C AT 1:30 PM BELTZ 211

CS 3DP 2NR  SAME TI TLE
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03/ 23/ 07 (S) DP: MCGUI RE, FRENCH, BUNDE

03/ 23/ 07 (S) NR STEVENS, GREEN

03/ 23/ 07 (S) FI N REFERRAL ADDED

04/ 03/ 07 (S) L& AT 1:30 PM BELTZ 211
04/ 03/ 07 (S) Heard & Hel d

04/ 03/ 07 (S) M NUTE( L&C)

04/ 12/ 07 (S) L&C AT 1:30 PM BELTZ 211

BILL: SB 117
SHORT TITLE. WORKERS COMP: DI SEASE PRESUMPTI ON
SPONSOR(s): SENATOR(s) FRENCH

03/ 14/ 07 (S) READ THE FIRST TIME - REFERRALS
03/ 14/ 07 (S) L&C, HES, FIN
04/ 12/ 07 (S) L&C AT 1:30 PM BELTZ 211

W TNESS REG STER

MARI T CARLSON VAN- DORT

Staff to Senator MCuire

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Commented on SB 115 for the sponsor.

SENATOR FRENCH

Al aska State Capitol

Juneau, AK 99801-1182

PCSI TI ON STATEMENT: Sponsor of SB 117.

MARK DRYGAS, President
Al aska Professional Firefighters Association
PCOSI TI ON STATEMENT: Supported SB 117.

DOM NI CK LEZANO, Presi dent
Fai rbanks, Firefighters Association
POSI TI ON STATEMENT: Supported SB 117.

RCOD HARRI S, Professional Firefighter
Anchor age AK
PCSI TI ON STATEMENT: Supported SB 117.

ERI C TULAK, Firefighter

Anchor age Fire Departnent

Anchor age AK

POSI TI ON STATEMENT: Supported SB 117.
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JEFF BRI GGS

Al aska Professional Firefighters Association
Anchor age AK

POSI TI ON STATEMENT: Supported SB 117.

JEFF BUSH, Executive Director

Al aska Public Entity Insurance (APEl)
Anchor age AK

PCOSI TI ON STATEMENT: Opposed SB 117.

DAVI D DURRANT
Bl ackhawk Networ k and Carrs/ Saf eway
PCSI TI ON STATEMENT: Commented on SB 115.

RACHAEL LEW S, Adm ni strator

Uncl ai med Properties

Departnent of Revenue (DOR)

Juneau Al aska

POSI TI ON STATEMENT: Comrented on SB 115.

REPRESENTATI VE GABRI ELLE LEDOUX

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Sponsor of HB 34.

DAN FAUSKE, CEO

Al aska Housi ng Fi nance Corporation (AHFC

Anchor age AK

PCSI TI ON STATEMENT: Conmment ed on Af f ordabl e Housi ng | ssues.

ACTI ON NARRATI VE

CHAI R JOHNNY ELLIS called the Senate Labor and Comrerce Standing
Commttee neeting to order at 1:32:51 PM Present at the call to
order were Senators Stevens, Davis and Ellis. Senator Bunde
joined the commttee at 1:34.

SB 115-G FT CARDS

1:33:51 PM

CHAI R ELLI S announced CSSB 115(STA) to be up for consideration.
1:34: 14 PM

SENATOR BUNDE j oi ned the conmitt ee.

1:34:21 PM

MARI T CARLSON VAN-DORT, staff to Senator MQ@uire, sponsor of SB
115, said there had been no changes to the bill and that the

SENATE L&C COW TTEE -4- April 12, 2007



chair requested a letter of support from AKPIRG that she had
distributed to the commttee.

CHAIR ELLIS nentioned that some folks from out of state m ght
have sone concerns and asked if she knew about them

M5. VAN-DORT replied that she had several conversations this
nmorning with M. Gen Peterson, District Mnager for Carrs
Saf eway/ Al aska who expressed concerns raised by corporate
attorneys about Section 1 relating to unclained property. It was
his intention to have one of the attorneys testify.

1: 36: 15 PM
CHAIR ELLIS noted that no one was on line to testify and so he
set SB 115 aside until a testifier could arrive.

HB 34- SALES BY W NERY LI CENSEE

1: 36: 54 PM

CHAI R ELLI'S announced HB 34 to be up for consideration. He noted
that Doug Giffin, Director of the Al cohol Beverage Control
Board (ABC), sent the conmttee a packet that answered sone of
the questions that were raised at the first public hearing. It
said that the ABC Board currently has statutory authority to
pronul gate regul ati ons and police these w neries.

On finding that the sponsor was not available right now to speak
to the bill, he held it until she or her representative could
arrive.

SB 117- WORKERS' COWP: DI SEASE PRESUMPTI ON

1:38:42 PM
CHAIR ELLI S announced SB 117 to be up for consideration.

SENATOR FRENCH, sponsor of SB 117, introduced Andy Mderow, his
staff, who was also available to coment on this bill. He then
read the sponsor statement for the record. It said SB 117 was
brought to them because each year citizens throughout Al aska
rely on professional and volunteer firefighters to cone to their
assistance in tinmes of enmergency. They work on everyone’'s behal f
to save lives and property often at great personal risk. In
doing so, they are exposed to toxic chemcals |ike benzene and
carcinogeni c substances such as solvents, dyes, asbestos and
high levels of carbon nonoxide or other substances that can
affect the heart and | ungs.

SB 117 would create a presunption in the Wrkers’ Conpensation
Program that a firefighter with at |east seven years on the job
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who has passed health screen exans earlier in their careers wll
be provided with benefits if they contract certain forns of
pul nonary or heart disease or cancers - as it wll be presuned
to be a result of their occupation. This presunption is
restricted to diseases known to occur wth greater frequency
anong firefighters and the date by which a claim has to be nade
will also capped at 60 nonths from the firefighter’s last date
of enpl oynent.

Forty-one states currently provide sonme form of presunptive
coverage for firefighters. Although argunents have been nade
that this coverage will be prohibitively expensive, the fact is
that this has not been the case elsewhere. For instance, the
State of California has over 30,000 paid firefighters and nore
than 30,000 volunteers, but the addition of cancer presunptive
benefits has had “no inpact” on the actuarial assunptions for
its retirement system Simlarly, in Illinois, in the six years
foll owing provision of presunption of cancer for firefighters,
claims were actually 8.3 percent lower than in the six years
prior to passage.

SENATOR FRENCH summarized that firefighters place their lives at
risk on behalf of us all and in return, they should be able to
use Wirkers’ Conp benefits for illnesses they incur as a result
of the work they do.

1:41:14 PM
SENATOR BUNDE asked how early a screening exam would be in the
career of a firefighter.

SENATOR FRENCH replied that those particularities can be
described in regulation so they can be taken up by people with
nore intimate know edge in this area.

1:42: 01 PM
SENATOR STEVENS asked what woul d happen after the 60-nonth cut-
of f period for filing a claim

SENATOR FRENCH replied the idea is after you have left your job
you should have workers' conpensation coverage for a period of
time and the person paying for the policy should have sone
know edge of when he's off the hook.

1:43: 10 PM

MARK  DRYGAS, Presi dent, Al aska  Prof essi onal Firefighters
Associ ation, supported SB 117 stating that numerous studies have
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shown increased risk of cancer and cardi ovascul ar and i nfecti ous
di seases anongst fire fighters.

1:44:49 PM
He reaffirnmed that nmany states now have sone presunption of
di sability. In the first six years lahoma had cancer

legislation, it paid 22 clains statewide or 6 percent of its 378
disability clains. This averages to four cancer clains per year
or .03 percent at an average cost to the pension system of
$10, 400 per total cancer claim He said Oklahoma has 3400 career
firefighters and 9000 vol unteers.

1:45: 34 PM

MR. DRYGAS said Nevada paid three cancer clainms in the first
four years the legislation was enacted. None of the cases
i ncluded |ung cancer which is covered under separate litigation.
Nevada has 1790 career firefighters and 2200 volunteers. This
averages |less than one claim per year for a .02 percent rate of
cancer cl ai ns.

He said the nunbers from Rhode Island show a rate of .02
percent, which seenms to be the comon rate. Florida has a rate
of .034 percent. California has the highest rate at .07 percent.
He estinmated that Alaska would have a rate around one person
every three years. The only tinme this will cone into play is
when a person has a life-threatening disease.

MR. DRYGAS said this coverage is very inportant to firefighters
because they take the risk for everyone. The problem has to be a
pretty bad before it comes into play and it’s hard to scamit.
He pointed out that OSHA doesn’t regulate what is in sonmeone’s
garage and all hazards aren't known at the tinme they are
responded to. Toxic accunulations of them are also a serious
i ssue.

SENATOR STEVENS asked if volunteer firefighters are covered
under the W rkers' Conpensation program and how their seven
years is figured out.

MR. DRYGAS answered that his wunderstanding is that volunteer
firefighters are covered under state workers’ conpensation |aw,
but he couldn’t really speak for them Seven years on the job
woul d have to be defined later in regulation and nost vol unteers
don’t serve that |ong.

1: 50: 22 PM
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DOM NI CK LEZANO, President, Fairbanks Firefighters Association

said he is a firefighter paramedic and supported M. Drygas'
testi nony. It Is very inportant for firefighters, bot h
prof essional and volunteer, to know they have coverage as they
face unknowns every day. The basis of presunption saves the
famly heartache and difficulty when a firefighter contracts a
cancer from what he does in his job.

1:53:27 PM
ROD HARRI'S, firefighter with the Gty of Anchorage, supported SB
117 and said it had been adopted by 41 other states. He said

this coverage will not increase the nunber of clains, but it
will change their presunptive status. If a firefighter gets
si ck, he wll file a <claim regardless of whether this
| egi sl ation passes or not. This defines the process and reduces
the liability to the workers’ conpensation system and will save

the state fromhaving multi-mllion dollar litigation

He said that every day firefighters respond to calls when they
w Il be exposed to both known and unknown hazards. He noted that
the fire chiefs also support this |legislation, because nost fire
departnments recogni ze the risks.

1:56:18 PM

ERI C TULAK, firefighter with Anchorage Fire Departnent, said he
would first answer Senator Bunde's question about when the
medi cal exam woul d happen and how long it would be good for. At
this point, the bill just says it will be at sone point during
the career that shows them to be disease-free. Specifics still
need to be addressed. He explained that Anchorage firefighters
are lucky enough to have annual physicals. Three of its ol der
i ndi vi dual s have had cancer and all three are in rem ssion. They
were shown to be cancer-free upon their initial exam

In answer to Senator Stevens’ question about what happens after
five years, M. Tulak said when the bill was witten a disease
was considered to no |onger be presunptive after five years. The
five years is based upon other state and Canadi an province |aw
and upon | atency periods of diseases listed in the bill.

He explained that when the bill was introduced |ast session as
HB 31, it had sone definitions for volunteer firefighters and
their training and tine on the job is recorded.

1:58: 13 PM

MR. TULAK said he would now go to his testinony and tal k about
what is called the Healthy Wrker Effect that conpares different
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groups and control groups in any epidem ol ogical study. If they
are not well matched, the results aren’t as neaningful. For that
reason groups are matched for age, sex and race, and lifestyle
factors |ike snoking and al cohol consunption. The Heal thy Wbrker
Effect is accentuated with the wuse of firefighters who are
extrenely healthy individuals for the nost part often being
conpared to policenen. The nost relevant studies show that they
are getting these cancers and diseases at a higher incidence
t han other groups. For exanple, firefighters get brain cancer at
an 88 percent higher rate than police officers; 111 percent nore
frequently for bladder cancer; 227 percent nore frequently for
non- Hodgi ns | ynphoma; and 270 percent nore frequently for
| eukem a.

1:59: 45 PM

He also wanted to address clains that this bill would increase
the nunber of clains filed, but he asked if that neans there are
first-responders suffering from these diseases who already
aren"t making these clains. He also thought it ironic that
peopl e think there would be frivol ous clains.

2:01: 23 PM

JEFF BRI GGS, Al aska Professional Firefighters Association, said
he is also an Anchorage firefighter. He stated that thousands of
people around the state every year are touched by first
responders by nmerely dialing 911 and this is a small token of
appreciation for them He said the bill has been witten in a
fiscally responsible way and for exanple, the state of Rhode
Island paid six claims in the first eight years. It has 2200
career firefighters and 2800 volunteers. In Al aska, that would
equate to about one claimevery four years.

2:04: 08 PM

JEFF BUSH, Executive Director, Alaska Public Entity |Insurance
(APEl), said APElI represents schools and cities in Al aska and
insures 18 nunicipalities; approximately 150 personnel would be
affected by this bill. He opposed the bill saying the workers

conpensation system is already designed to cover the diseases
that are listed. It now requires only a mninml anmunt of
evidence of a link between the occupation and the disease for
coverage to attach. There is no doubt this bill will cost the
state and nunicipalities noney and that sone firefighters wll
devel op these di seases wi t hout the exposure.

This bill will conplicate appeals because it creates issues that
will need litigation. It requires nedical screenings and the 200
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municipalities with volunteers wll have to pay for their
screenings. The cost is just not worth it.

2:07:29 PM
SENATOR BUNDE asked if nunicipalities pay for their volunteer
firefighters’ workers’ conpensati on.

MR. BUSH replied they do and if there is a claim they are
conpensated at the average rate of the position they serve in.

2:07:54 PM
SENATOR STEVENS asked if certain cancers can be shown to have
some connection with on-the-job exposure.

SENATOR FRENCH replied no, but this bill sets up a presunption
that the disease was caused through work. If the insurer could
denonstrate a person snoked two packs a day and engaged in other
risky lifestyle behaviors that would nore readily account for
the disease, the insurer would win and a firefighter would not
be covered.

SENATOR BUNDE asked if this neasure would apply to retired
firefighters as well, giving them coverage under both workers’
conpensation and retirement. He also wanted to hear from the
Division of Insurance on insurance rates. He also saw the need
to flesh out how many physicals one would actually have to take
and to investigate any presently unknown additional costs -
because everyone is saying firefighters have a higher rate of
di sease.

2:11:25 PM

CHAIR ELLIS said those were all good points and he thanked
people for their testinony and the firefighters for their public
service. He said SB 117 would be held over.

SB 115-3 FT _CARDS

2:11:57 PM
CHAIR ELLIS announced CSSB 115(STA) to be back before the
conmmittee.

DAVI D DURRANT, Bl ackhawk Network and Carrs/Safeway, said he
appreciated the need for consumer protection in this area and
the efforts to bring greater clarity to the law in Al aska,
especially for the amount presuned to be abandoned on gift
cards. He was concerned, however, on behalf of issuers of closed
| oop distributors, such as retailers |like Carrs/Safeway and
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Bl ackhawk, because there is a capacity for themto escheat funds
to the state. He expl ai ned:

For exanple, a $100 card on which $50 is used, three
years later the issuer would have to escheat $50 to
the state, but because of the new provision that says
the cards would need to be evergreened — that is to
say that the issuer would have to make good on the
sole face value of that card whenever the custoner

comes back in - be it 5 years from now or 100 - that
the retailer could, in essence, have to escheat $50 to
the state and still then have to make good on an
additional $50 to the consumer - in essence paying

double — and then having to cone back to the state at
sone future date for sonme sort of a refund or rebate.

W would ask that the bill be anended to match the
laws of states |ike Washington, Oegon, Arizona,
California, that exenpt these evergreened closed-I|oop
cards from abandonnment sinply because the retailer,
the issuer, remains in that relationship with the
consunmers, so long as that card is still capable of
bei ng redeened.

Al ternatively, if one could make it such that bil

exenpted those - |I'm sorry — that the three-year
provision only applied to those <cards that were
exenpted from the evergreen provision, | think that
woul d have the same net effect of still protecting

consuners and the retailers who choose to issue gift
cards in the state of Al aska.

2:14: 47 PM
SENATOR STEVENS asked how many cards are nornmally redeened.

MR. DURRANT replied that 50 percent of gift cards are redeened
within the first 30 days after purchase. Utimately, after three
years 5 — 8 percent go unredeened. He didn't know the percentage
of those that would never be redeened.

2:15: 34 PM

MARI T CARLSON VAN-DORT, staff to Senator M Cuire, responded that
this statute is being barely anended and has been on the books
since 1986. She thought it interesting that they were taking
issue with this section of the statute now. Secondly, she would
oppose the anendnent, because it would effectively gut the bil
— since it extends the value of the gift cards in perpetuity.
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Third, she wondered what the effect would really be on
businesses if only about 5 — 8 percent of gift cards are not
redeened after 3 years.

2:16:41 PM

SENATOR BUNDE asked if a card can be kept alive in perpetuity,
why should |awnakers require a conpany to declare it as
uncl ai med property.

M5. VAN-DORT replied that this provision provides additional
consuner protection for those people who have purchased gift
cards in case the business folds. They can go to the state to
get their noney. In ternms of paying double, business owners have
recourse as well. They can effectively get their noney back if
t hey choose to honor a gift card that has already been reported
as uncl ai med property.

2:18: 14 PM
SENATOR BUNDE said he understood where this was going and asked
if an added cost would be passed on to the consuner.

2:19:32 PM

SENATOR STEVENS comented that forever is a long tinme and asked
if the value could be capped at a certain point so the books
don't need to be kept for the next 100 years.

M5. VAN DORT replied the sponsor would be open to sonething |ike
that, but she noted that all Carrs/Safeway gift <cards are
wi t hout expiration dates anyway. People like that.

2:20: 33 PM
SENATOR STEVENS asked how hard it is for a business to get its
noney back fromthe state.

RACHAEL LEW S, Adm nistrator of Unclained Properties, Departnent
of Revenue, replied that the Unclainmed Property Act has a
section specifically addressing hol der reinbursenments. A hol der
is any conpany that is holding unclainmed property and has turned
it over to the State of Alaska for custodial purposes. Al
that’s needed is either a letter or affidavit. Al states have a
standardi zed form called the “Holder Reinbursement Forni that
says “Yes, we have already nmade good on this particular item

pl ease reinburse us for it.” And they do that on a regular
basi s.
2:22: 05 PM
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SENATOR BUNDE asked if there is any way to know what a typica
request for reinbursenent from a consuner would be for a card
that wasn’t honored. He was concerned that a conpany could get
“ni cked” for another $25 or $30 and they couldn't afford to pay
staff to wite to her division for that price.

2:22:43 PM

M5. LEWS replied that a conpany would not have to honor the
gift certificate even though it has no expiration date; it would
just have to refer a consumer to the state’'s Division of
Uncl aimed Property — it has a website. Mst of the conpanies
honor gift cards out of good will and custoner service. However
she noted that 100 percent of travelers’ checks have to be
hol der reinbursed. The statute says "pronptly reinburse the
hol der,” so they get priority.

2:25:14 PM

SENATOR STEVENS nmoved to pass CSSB 115(STA) wth individual
recomrendations and attached fiscal not es. There were no
objections and it was so ordered.

HB 34- SALES BY W NERY LI CENSEE

2:26:27 PM
CHAI R ELLI S announced HB 34 to be up for consideration.

REPRESENTATI VE GABRI ELLE LEDOUX said this neasure would help
smal | busi nesses survive.

2:28:08 PM
SENATOR STEVENS noved to pass HB 34 from commttee wth
i ndi vi dual reconmendations. There were no objections and it was
so ordered.

2:29: 35 PM

Af f or dabl e Housi ng | ssues

CHAIR ELLIS announced that the conmittee would next take up
af f ordabl e housi ng i ssues.

2:29:45 PM

DAN FAUSKE, CEO Al aska Housi ng Finance Corporation (AHFC), said
he wanted to talk a little bit about what AHFC is doing. He said
currently 2 out of 3 Alaskan fanmlies own their own hones, not
to say that all the hones are adequate in condition or size for
its nunmber of occupants. Through March 31 of this year, AHFC s
residential loan activity was up 30 percent from the |ast year
and 9 nmonths of this fiscal year already surpassed the previous
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12-month period. There are about 1200 first-time home buyers
| oans to date, about 1800 new urban |oans, about 340 new rura
| oans, and 280 veterans nortgages (up from 44 | ast year).

2:31:23 PM

He reported that he had been working the last 10 years to get to
remove the stipulation that you had to have served in the
mlitary prior to 1977 and could not have been out nore than 30
years to qualify for a veterans’ nortgage in the federa
definition. He finally got that changed which accounts for the
nunbers bei ng up.

MR. FAUSKE reported that the delinquency rate was holding at 3.2
percent, well wunder national averages, and foreclosures were
even below that. He said the housing nmarket indicators show that
Al aska is returning to what he would call a nore normal nmarket,
havi ng gone through an incredible period of the |owest interest
rates in a generation. AHFC had back-to-back years when it
refinanced $1 billion each year. He said AHFC did not |ose
mar ket share because it had structured its bond portfolio such
that when people cane back in to the market they didn't go to
anot her lender. Many housing finance corporations across the
country lost as nuch as 50 percent of their portfolios because
they didn’t have a product to offer consuners when the interest
rates fell so low. AHFC had a 1 percent decline in its portfolio
over a two-year period.

2:32:33 PM

On the hone appreciation side, he reported from Decenber 2006
t hrough February 2007, hones appreciated in Anchorage by 3.2
percent; Mat-Su Valley 2.5 percent; Fairbanks 8.5 percent;
Juneau 7.5 percent; and Kenai 7.35 percent (which he attributed
to the retirenment influence); and Kodiak was down 3.4 percent,
whi ch he was going to watch

The average honme sales price at the end of February in Anchorage
was $314,439 - tough for a first-tine hone buyer; in WMat-Su
Valley it was $244,235; Fairbanks $222,144; Juneau $284, 180;
Kenai $228, 454; and Kodi ak $171, 000.

Housing inventory at the end of February was Anchorage - 914
Mat - Su Valley — 795; Fairbanks — 301; Juneau - 137; Kenai - 388;
and Kodi ak — 9.

Average days of marketing time at the end of February in
Anchorage was 73; Mat-Su 93; Fairbanks 64; Juneau 103; Kenali
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125; and Kodiak 98. He renenbered a few years ago people in
Anchorage could sell their homes the first day they listed it.

2:34:58 PM

In the teacher program that was initiated successfully four
years ago, the state Ileveraged itself by making up the
difference between the asking price of a property and the
assessed price before taking the rest of the nortgage to \Wall
Street. Since 2004, AHFC had invested $15 mllion and Denali had
invested $15 mllion which produced 172 units of housing in 34
remote and rural communities wth a total value of $50.2
mllion. He said the programis working very well and he hopes
to continue it.

MR. FAUSKE al so reported that a bill Senator WIken introduced a
couple of years ago with 100 percent financing package for K-12
teachers has al so taken off, working better in urban areas.

He reported that the energy efficiency interest rate reduction
loan and weatherization prograns are working “trenendously
well.” He said AHFC is the best in the country at wutilizing
arbi trage earni ngs known as “Al man debt.”

2:38: 31 PM

He explained that the earnings one could have on nortgage
revenue bonds changed and in the last five years AHFC has put
over $200 million on the street in noney that would have
ot herwi se been rebated to the federal governnent. That noney has
been used for low interest and zero interest rate |oans to non-
profits, to special needs housing, to school districts, and to
first-tinme home buyer prograns. This is the noney they use to
buy-down the interest rates. However, he warned, unless the
federal guidelines are changed, there is a sunset provision.

2:40: 02 PM

MR. FAUSKE additionally comented that sub-prinme |ending gets
confused with predatory |ending. However, the sub-prine market
is a fine market based on the credit worthiness of the borrower
- what their FICO score is and what the loan to value ratio is
on the product. The predatory side cones in when unscrupul ous
deal ers convince people to keep refinancing their hones. This is
happening primarily in poor Hi spanic and Black neighborhoods
acr oss t he country. From hi s position on t he
Board of the Federal Honme Loan Bank, he can see it is an issue
that will be dealt wth.

2:42: 00 PM
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He stated that Al aska does not have a problem with people |osing
their hones. He estimated that other |enders mght have a 2 - 4
percent loss in that area. In the sub-prinme markets, three
things would have to happen - generally wages have to go down,
interest rates have to go up and market value on the house has
to go down and he just doesn’'t see that happening here. However,
he does see that wages are not staying comrensurate w th housing
costs in Alaska. The federal guidelines say that no nore than 30
percent of one’s income should be spent for hone costs, but sone
famlies in Al aska pay 50 percent or nore. Sonme of that 1is
interest rate driven and sone is energy driven.

He summarized that AHFC decided to accept the risk by using
sophi sticated bond transactions — totaling $480 million. He wll
close on those in May. The first is set to start in June 2007,
the synthetic fixed rate is 3.672 percent. The second issue in
Decenber is at about 3.70 percent. He explained this won't be
the rate the consumer will pay, but it will provide them a rate
of 4.5 to 5.5 percent, which is below commensurate rates from
commercial lenders. He said AHFC can’'t really do nmuch about the
prices of hones.

2:45:10 PM

MR. FAUSKE said the forner governor had himforma coalition for
honel ess people, which has been a great success and the present
governor is continuing with the program Establishing a trust is
being discussed with its earnings helping to support honeless
i ssues. He said Alaska ranks 10th as the nobst expensive renter
state anong non-netropolitan states and the third nost expensive
in which to rent a two-bedroom apartnent. Only a third of the
people in Anchorage pay less than or equal to 30 percent of
their gross inconme for housing costs, but another third pay nore
than 50 percent. This gets worse in sonme areas of rural Al aska.

He thought an executive order would be delivered to continue the
homel ess coalition and said that a representative of the Gates
Foundation was going to nmeet wth hinself, Jeff Jessie and
| egislators on establishing the trust. He noted that the Gates
Foundation put $40 mllion into honel ess issues in Seattle.

2:47:19 PM
CHAIR ELLIS asked how significant a problem affordable housing
is in Al aska.

MR. FAUSKE answered that Al aska is back to the ever-w deni ng gap

bet ween those working people who can buy housing and those who
can't. Anchorage won't get better; land is at a premum |It’s
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the only state where it's nore expensive to live in the rural
area than in the city.

2:50: 32 PM

CHAIR ELLIS said he knows that working folks out there are
“getting the big squeeze” and he encouraged M. FAUSKE to
continue using his talents to help those who need it the nost.

MR. FAUSKE responded that he enjoyed doing this work and that
the “tougher ones are the nore fun to solve.” He is a believer
in ownership although not everyone wants to own a hone. History
has shown that home ownership can help turn a neighborhood
around. He nentioned that he was working in Chugach View and
Chugach Manor in this regard.

There being no further business to cone before the conmttee,
Chair Ellis adjourned the neeting at 2:52:10 PM
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