9:00: 14 AM

CALL TO ORDER

Co-Chair
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15, 2010
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to order at 9:00 a. m
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None
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Depart ment
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Commttee; Robert Dindinger, Al aska Act; John Binkley,
Al aska Cruise Association; Tanja Cadigan, Owner, Caribou
Crossings; Geg Pilcher, Owmer, Wale Tales; Stan Stevens,
Wldlife Tours Business; Chris Poag, Departnment of Law
Paul a Scavera, Special Assistant, DCLWD;, Denise Liccioli,
Staff, Senator Donald dson; Dr. Ward Hurlburt, Chief
Health Care Conm ssion, Departnment of Health and Soci al
Services; WIIliam Hogan, Conm ssioner, Departnent of Health
and Soci al Services; Josh Appl ebee, Staff, Kevin Meyer; Pat
Davi dson, Legislative Auditor, Legislative Audit Division,
Legislative Affairs Agency; Senator Joe Paskvan; Patrice
Wal sh, Chief Exami ner, Departnment of Comerce, Community
and Econom ¢ Devel opnent; Luanne Weyrauch, Division of

Banking securities; Senator Bill Welechowski; Senator
Lesil MQuire; Mchael Paw owski, Staff, Lesil MCQire;
Stephan  Haagenson, Executive Director, Al aska Energy

Aut hority; Sara Fisher-CGoad, Deputy Director, Al aska Energy
Aut hority; Mary Soroky, Legislative Liaison, Department of
Transportation and Public Facilities; Senator Ellis; Mx
Hensl ey, Staff, Senator Ellis.

PRESENT VI A TELECONFERENCE

Gara Birdwell, President, AEYC, Candace Wnkler, CEO

Thread, Al aska's Childcare and Referral Network; June
Soboci nski, United Way of Anchorage; Gerad Godfrey, Violent

Crimes Conpensation Board; Kevin Banks, Director, Division
of Ol & Gas, Departnment of Natural Resources; Cathy
Foerster, Engineering Conm ssioner, Alaska GOl and Gas
Conservation Conm ssi on, Departnment of  Adm nistration;

Jenni fer @G bbins, Executive Director, Prince WIIliam
Soundkeeper, Cor dova; Steve Hites, Skagway Streetcar

Conmpany; Karl Anylon, Ketgh; Chris WIson, Juneau; Lori

Hovanec, Division Banking and Securities; John Carnman,

Pr esi dent Hone State Mortgages; Gwen  Lee, Al aska
Association on Developnental Disabilities; Emly Ennis,

Al aska Associ ation on Devel opnmental Disabilities.

SUWWARY

SB 13 MEDI CAL ASSI STANCE ELI G BILITY
SB 13 was REPCORTED out of Conmittee with no
recomendations and wth previously published

fiscal notes: FN5 (DHS), FN6 (DHS), FN7 (DHS).

CSSB 32(FI N)
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MEDI CAl D: HOVE/ COVWWUNI TY BASED SERVI CES

CSSB 32(FIN) was HEARD and HELD in Commttee for
further consideration.

CSSB 83(L&C)
VOCATI ONAL REHABI LI TATI ON COMM TTEE

CSSB 83(L&C) was REPORTED out of Commttee with a
"do pass” recoomendation and wth attached
previ ously published fiscal note: FN2 (LW).

CSSB 139(FI N)
| NCENTI VES FOR CERTAI N MEDI CAL PROVI DERS

CSSB 139(FIN) was SCHEDULED but not HEARD.
SB 159 WORKERS' COVPENSATI ON FUNERAL EXPENSES
SB 159 was REPORTED out of Conmmittee with a "do

pass” recommendat i on and W th previously
publ i shed fiscal note: FN 2 (LWF)

CSSB 172(FIN) am
ALASKA HEALTH CARE COWM SSI ON

HCS CSSB 172(FIN) was REPORTED out of Conmittee
with a "do pass" recommendation and with attached
new fiscal note by the Departnment of Health and
Soci al Servi ces.

CSSB 174(FI N)
SCHOLARSHI PS:  AK SCHOLARS/ GRANTS/ EXCHANGE

CSSB 174(FIN) was HEARD and HELD in Commttee for
further consideration.

CSSB 220( FI N)
ENERGY EFFI Cl ENCY/ ALTERNATI VE ENERGY

CSSB 220(FIN) was HEARD and HELD in Commttee for
further consideration.

SB 234 ALCOHOLI C BEVERAGE CONTROL BD

SB 234 was HEARD and HELD in Committee for
further consideration.
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CSSB 243(FI N
GEOTHERVAL RESOURCE: ROYALTY/ PERM T/ FEE

HCS CSSB 243(RES) was REPORTED out of Committee
with a "do pass" recommendation and with attached
previ ously published fiscal notes: FN2 (REV), FN3
(DNR, FN4 (ADM) .

CSSB 258( L&C)
DENTAL CARE | NSURANCE/ PREFERRED PROVI DERS

CSSB 258(L&C) was HEARD and HELD in Commttee for
further consideration.

SB 266 VI CLENT CRI MES EMERGENCY COMPENSATI ON

SB 266 was REPORTED out of Committee with a "do
pass” reconmendat i on and with previously
publ i shed fiscal note: FN1 (DOA).

CSSB 279(FI N)
MORTGAGE LENDI NG

HCS CSSB 279(FIN) was REPORTED out of Committee
with a "do pass" reconmendation and with attached
previ ously published fiscal note: FN1 (CED).

CSSB 305(FIN) (title am
SEPARATE O L & GAS PRODUCTI ON TAX

CSSB 305(FIN)(title am) was HEARD and HELD in
Committee for further consideration.

CSSB 312(FI N)
VESSEL PASSENGER TAX

CSSB 312(FIN) was HEARD and HELD in Commttee for
further consideration.

9:00: 22 AM

#sb305
CS FOR SENATE BILL NO. 305(FIN)(title am

"An Act providing that the tax rate applicable to the
production of oil as the average production tax value
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of oil, gas produced in the Cook Inlet sedinmentary
basin, and gas produced outside of the Cook Inlet
sedinentary basin and wused in the state increases
above $30 shall be 0.4 percent multiplied by the
nunber that represents the difference between that
average nonthly production tax value and $30, or the
sum of 25 percent and the product of 0.1 percent
multiplied by the nunber t hat represents the
di fference between that average nonthly production tax
value and $92. 50, except that the total rate
determined in the calculation my not exceed 50
percent; providing for an increase in the rate of tax
on the production of gas as the average production tax
val ue on a BTU equi val ent barrel basis of gas produced
outside of the Cook Inlet sedinentary basin and not
used in the state increases above $30; relating to
paynments of the oil and gas production tax; relating
to availability of a portion of the nobney received
from the tax on oil and gas production for
appropriation to the community revenue sharing fund;
relating to the allocation of |ease expenditures and
adjustnents to |ease expenditures; and providing for
an effective date."

9:02: 15 AM

Representative Fairclough MOVED CS CS SB 305(FIN) 26-
LS1577\ K, Bul |l ock, 4/14/10 as a wor ki ng docunent.

Co- Chair Hawker OBJECTED for discussion.

ROGER MARKS, PETROLEUM ECONOM ST, LEG SLATIVE BUDGET &
AUDI T, detailed the "Sunmmary of Changes Between House
Resources CS and Finance Wrk Draft" (copy on file). He
listed the reasons as described on the |ist.

1. Timng window of noving between the one "bucket”
and two "bucket" regi nes has been renoved.

2. AS 43.55.011(9g)(3): and (p)(3): This is a
technical change that adds clarity. It depicts
the detailed nethodology for deriving the
progressivity factor so that it is clear the word
"average in the statute means wei ghted average.

3. AS 43.55.020(a): The section describing the
calculation of the nonthly installnment paynents
has been repealed and reenacted. After all
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previ ous changes a nore succinct drafting was
crafted.

4. AS 55.161(a)(1) and (a)(2): This is an expansion
on the current section describing the calculation
of the annual and nonthly production tax val ues.
Lease expenditures include expenditures allocated
under 160(f) (below) for the calendar year
incurred to explore land not wunder |ease, or
expl ore or develop a | ease before commencenent of
sust ai ned producti on.

5. AS. 43. 55.160(f): This is a new section.
Expenditures to explore land not under |ease, or
to explore or develop a | ease before comencenent
of production of oil or gas, are allocated
between oil and gas in the year the expenditure
is incurred. (Method of allocation is specified
in AS 43.55.165(h)[an amendnent out of House
Resources] stating that for allocating costs
between oil and gas gross val ue should be used to
t he maxi num ext ent possible).

6. AS 43.55.(0): This is a new section that
clarifies t hat | ease expendi tures i ncl ude
expenditures for producing or that are incurred
for expl oration or devel opnent after t he
commencenent of sustained production, as well.

Representative Gara found it difficult to follow the bil

while wusing the "bucket explanation.”" He assunmed that
decoupling would not be necessary until the state began
exporting gas. M. Mrks clarified that if the bill passes

then the decoupling is effective imediately. He offered
anot her bucket anal ogy.

9:07:52 AM

M. Mrks explained that the progressivity for the current
activity would be calculated together with Cook Inlet Gas,
North Slope G, and all other instate gas.

Representative Gara asked if the system would be simlar to
the current one. M. Marks responded yes.

M. Marks continued to describe the technical changes.
Representative Gara asked if a deduction from gas taxes

woul d be appropriate when producing gas. M. Marks answered
yes.
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Representative Gara asked if small field were found and
dedicated to a certain demand, would decoupling allow
deduction of gas costs from the gas tax. M. Marks
di scussed allocation. Costs are allocated between oil and
gas pursuant to Section 165(h), as seen on page 15, Section
9. This anendnent adopted by House Resources stated that
costs are allocated between oil and gas based on gross
value at the point of production. If the producer had gas
i ncome, the cost for developing the gas would be allocated
between their gas and oil; expenditures could be offset
agai nst the gas incone.

Representative Gara comented that conpanies producing
small amounts of gas are not required to decouple. M.
Marks agreed that is correct.

Representative Gara asked to know the trigger enforcing
decoupling. M. Marks responded that a North Slope oi
producer selling a small anount of taxable gas to Alyeska
is considered an in-state gas sale. Those incomes and costs
are allocated in proportion to gross value at the point of
producti on.

Co-Chair Hawker clarified that Representative Gara was
seeking the trigger point export. Representative Gara
understood that conpanies producing small anmounts of gas
woul d operate under current |aw

M. Marks comrented that current law and activities are
divided into segnents. He listed the segnents as North
Sl ope oil and in-state gas.

Representative Gara asked if in-state gas is taxed under
Alaska’'s Clear and Equitable Share (ACES). M. Marks
answer ed yes.

Representative Gara asked if export gas triggers the
decoupling rules. M. Marks responded correct.

9:17: 00 AM

M. Marks continued with the technical changes.
Representative Kelly clarified that the nechani sm does not

change for in-state gas. M. Marks answered that is
correct.
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Representative Austerman asked if the new subsection for
Section 8 was discussed in both the Senate and Resource
Commttees as an option. M. Mrks responded no. The
subsection was an alternative way of addressing concern
regardi ng the deduction of cost in the future.

Co- Chair Hawker added that the three day w ndow was a
creation of legislative |egal. The approach presented was a
joint crafting by Departnment of Revenue (DOR) and the
sponsor.

M. Marks commented that the issue of cost recognition was
in statute and regulation. As long as status quo was in
pl ace, the concern was all evi ated.

9: 20: 06 AM

M. Mrks continued with Page 7, Section 7, which are in
the current statue and describe how the production tax
values are derived for the different segnments. Lease
expenditures should include those allocated by current
production for the calendar vyear for expenses for
exploration and devel opnent. Costs incurred can be deducted
agai nst current production.

Representative Doogan asked if an oil and gas conpany
| ooking for gas can deduct costs against oil taxes until
gas devel opnent occurs. M. Mirks explained that iif a
conpany were |ooking for gas but had only oil production

the gas seeking costs could be deducted against oil
production. Once both oil and gas are produced, the costs
are deducted against both in proportion to the gross val ue
of the oil and the gas.

Representati ve Doogan presented a scenari o where a conpany
is exploring just for gas without oil production. M. Marks
explained that the conpany would take a credit of 25
percent of the expenditures.

9:23:13 AM

M. Marks explained that |ease expenditures include
expendi tures for producing and exploration before and after
t he commencenent of production.
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Representative Austerman asked for identification of the
section discussed. M. Mrks clarified Section 8, Page 14,
Section 43.55.160(9).

Co- Chai r Hawker commented that an update for t he
conprehensi ve sectional for the bill wll be provided. M.
Mar ks agreed to provide the conprehensive sectional.

Representative Gara pointed out that the state wll not
requi re decoupling until Al aska exports gas. Conpanies that
wish to produce gas for export understand the decoupling
rul e.

Representative Gara asked where the decoupling trigger
point was stated in the statute. M. Marks replied Section
4, AS 43.55.011(p). The current statute includes a base tax
and progressivity for current activity in Section G He
noted that Section P sets up progressivity tax for gas. He
menti oned Section 7, Page 9 which references gas produced
during a calendar year. He noted that the key phrase was
t he bottom of Subsection f which explains that exported gas
that is subject to a distinct progressivity calcul ation.

Representative Gara highlighted that the section does not
define that the trigger point is for exported gas. He
understood the definition to read that in-state gas uses
ACES and out of state gas enploys the decoupling process

The issue of the commerce clause problemw ||l be dealt with
when the state begins exporting gas.

M. Marks chose not to provide advice about constitutiona
i ssues.

9:29: 00 AM

Co- Chair Hawker renoved his objection to adoption of the
work draft. The work draft was adopt ed.

Representative Fairclough comunicated that her silence
does not mean that that she agrees with the statenents nade
about the inner-state commerce cl ause.

Representative Gara clarified that he did not know that an

inter-state commerce violation existed, but he realized
that the question existed.
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SB 305 was HEARD and HELD in Commttee for further
consi derati on.

9:31: 55 AM

#sb13
SENATE BI LL NO 13

"An Act relating to eligibility requirenents for
nmedi cal assistance for certain children and pregnant
wonen; and providing for an effective date.™

SENATOR BETTYE DAVI S expressed appreciation for the bill's
heari ng. She thanked those working on the |egislation. She
stressed that this bill wll inprove the health of young
children in Al aska. She believed that approximately 1200
famlies would be eligible for the Denali Kid Care (DKC)
pr ogram

Co- Chair Hawker reported that the bill changes 3 nunbers in
statute, which changes the poverty level Ilimts for
participation in DKC from 175% of the Federal Poverty Leve
(FPL) to 200% Senator Davis replied that was correct.

Representative Gara thanked the Senator for her work on the
bill.

JOY LYON, EXECUTIVE DI RECTOR, ASSOCI ATION OF THE EDUCATI ON
OF YOUNG CHI LDREN (AYEC), testified in support of the bill.
She clainmed that the legislation wll eventually save nobney
with the early investnment in young children's health.

JORDEN NI GRO, PAST PRESI DENT, ALASKA ASSCOCI ATI ON HOVES FOR
CHI LDREN, voiced her support of the bill.

ROD BETIT, PRESIDENT, ALASKA HOSPI TAL AND NURSING HOVE
ASSCCI ATION, testified in support of this bill.

JOHN  SHERWOOD, MEDI CAL  ASSI STANCE ADM NI STRATOR, DHSS,
stated that the adm nistration supports the |egislation.

Co- Chair Hawker asked to know incone guidelines for 200% of
FPL. M. Sherwood responded that annual income guidelines
for a household of 4 are $55, 000.

Co-Chair Stoltze stated that he was raised in a famly of
ten children and he asked to know the incone guidelines for
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a famly of that size. M. Sherwood answered $112 thousand
per year.

9:39:52 AM

NANCY DAVI S, REG STERED NURSE AND PRESI DENT, ALASKA NURSES
ASSCCI ATION JUNEAU CITIZEN, testified in support of the
bill.

DEBBI E  THOMASON, EXECUTI VE Dl RECTOR, ALASKA  NURSES
ASSCOCI ATION, testified in support of the |egislation.

GARA Bl RDVELL, PRESI DENT, AEYC (via teleconference),
testified in support of the bill. She echoed the comments
of the prior testifiers.

CANDACE W NKLER, CEO, THREAD, ALASKA'S CHI LDCARE RESOURCE
AND REFERRAL NETWORK (via teleconference), testified in
support of the bill. She nentioned that she serves on the
Best Beginning's early learning council. She stated that
she al so represents 40 organizations affiliated with United
Way who al so support the passage of the bill.

JUNE SOBOCI NSKI UNI TED VAY OF ANCHORAGE (via
tel econference), testified in support of the |egislation.

Co- Chair Hawker cl osed public testinony.

Co- Chair Hawker asked to know the fiscal consequences of
the bill.

M. Sherwood explained the fiscal notes. The first is a
note for the public assistance workers as the caseload wll
increase by approximately 1300 children and over 200
pregnant wonen. For FY1l, the total 1is $167,400, wth
approximately two thirds from federal sources and one third
from the general fund. The services are split between two
Medi caid conponents, the Acute and Prinmary Care and the
Behavi or al health conponents. The first year totals
approximately $2.3 mllion, roughly a two third, one third
split between federal and general fund. The behavioral
heal th conponent equals $467 thousand the first year with a
simlar split between federal and general funds. He noted
that different matching rates apply to pregnant wonen and
children eligible for the enhanced chip match. Services
provi ded through the tribal health facilities are eligible
for the 100 percent match.
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Co- Chair Hawker asked how many additional children would be
served with the requested funds. M. Sherwood responded
1300.

9:47: 48 AM

Vi ce-Chair Thomas asked about a residency requirenent. M.
Sherwood responded yes, a residency requirenent exists for
the Medicaid program The requirenent is sonetines
descri bed as non-durational where a person nust be present
in the state with the intent to stay.

Representative Foster noted that the bill restores the
program to the levels in effect 12 years ago. He supported
the |egislation. He nentioned that the program was
beneficial to rural Al aska.

Co-Chair Stoltze stated that the Parnell admnistration is
in support of this bill.

Representative Gara added that wth the passage of the
bill, Alaska will be joining 44 other states that provide a
simlar standard. The legislation includes a 70 percent
federal match. The increase in federal funds leads to an
i ncrease in public heal t h and nmedi cal pr of essi on
enpl oynent .

Representative Kelly nentioned one down side that federa

funds are dropping and state will have to back fill every
dollar and with the bill, Alaska is teaching a famly of 4
that they cannot live on $55,000 a year to feed their Kkids.
He Dbelieved that the bill was a step in the wong
di rection.
9:52: 04 AM

Co-Chair Stoltze MOVED to report SB 13 out of Conmttee
with individual recomendations and the acconpanying fiscal
notes. There being NO OBJECTIQN, it was so ordered.

SB 13 was REPORTED out of Conmittee with no recommendati ons
and with previously published fiscal notes: FN5 (DHS), FN6
(DHS), FN7 (DHS).

9:52:44 AM AT EASE
9:54:13 AM RECONVENED
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Co-Chair Hawker made a list of bills order.

9:55:16 AM AT EASE
10: 02: 17 AM RECONVENED
#sb159

SENATE BI LL NO. 159

"An Act increasing the nmaxinmum funeral expenses
payable as a workers' conpensation death benefit; and
providing for an effective date."

10: 02: 29 AM

SENATOR JOE PASKVAN announced that the bill increases the
maxi mum funeral expenses payable as worker's conpensation
death benefits. The bill addresses the statute AS

23.30.215(a)(1) in Section 1 stating that the reasonable
and necessary funeral expenses are increased from $5
thousand to $10 thousand. He explained that an average of
26 fatalities per year require paynent of funeral expenses

under the workers' conpensation statutes. In FY 09 there
were 17 fatalities within the state requiring paynents of
wor ker s’ conpensation funeral expenses. The expenses
include the traditional f uner al servi ces, gravesi de

services, or cremation. He pointed out that the funds are
not intended to pay for extravagant funerals. The cap of

$10 thousand will cover a nodest and average funeral. He
expl ai ned his reasons for sponsoring the bill. If SB 159 is
i npl enented, there will be no fiscal inpact to the state
The overall workers' conpensation costs in Al aska are

approximately $200 million. The proposed increase in
funeral expenses wll be paid fromthe system costs.

Representative Foster asked about guidelines regarding
funeral expenses.

10: 06: 30 AM

Senat or Paskvan responded that there are no guidelines for
the individual conmponents. The bill sinply raises the
maxi mum funeral expenses from $5 thousand to $10 thousand.

Representative Foster stated that he did not believe that
$10 t housand was extravagant.
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Vice-Chair Thomas asked if cremations were an allowable
expense. Senator Paskvan responded yes.

Vice-Chair Thomas asked if cremations were listed in the
regul ati ons. Senator Paskvan believed that cremation is a
customary funeral expense and woul d be i ncl uded.

10: 07: 55 AM

PAULA SCAVERA, SPECI AL ASSI STANT, DEPARTMENT OF LABOR AND
WORKFORCE DEVELOPMENT i ntroduced herself.

M KE MONAGLE, ADM NI STRATOR, Dl VI SI ON OF WORKERS'
COVPENSATI ON i nt roduced hi nsel f.

Co-Chair Stoltze asked if the admnistration supports the
| egi slation. Ms. Scavera responded that the admnistration
is neutral.

Co-Chair Stoltze asked about regulations in place that
govern flexibility, especially regar di ng trave
expendi t ures.

M. Monagl e responded t hat wor ker s’ conpensati on
regul ati ons do not specify how the funeral benefits nust be
spent. In the event of a fatality, the insurance conpany

contacts the famly and helps to make the necessary
arrangenents up to the maxi num anount al | owed.

Co-Chair Stoltze asked how the process works regarding the
i nsurance adjuster. M. Mnagle answered that the famly
woul d express the nmethod that they wi sh the benefits to be
paid and then the insurance conpany pays the bills. The
funeral honme bills the insurance conpany directly.

Representative Foster asked if a portion of the $10
t housand coul d be spent on travel.

M. Monagle responded yes. The $10 thousand |imt would
i nclude the funeral benefit.

Representative Foster imagined that travel or noving of a
body would use a large portion of the $10 thousand. He
expressed support of the |egislation.

10:11: 23 AM
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Vice-Chair Thonmas asked if l|egislators are covered. M.
Monagl e responded that any enployee is covered under the
wor kers' conpensation act.

Representative Kelly asked about Al aska's cost of insurance
to enployers. M. Scavera responded that Alaska's cost of
i nsurance to enployers is the highest in the nation.

10: 12: 50 AM

Representati ve Fairclough asked about a potential burden to
the enployers. M. Monagle responded that an average is
approximately 25 fatality cases per year leading to an
increase of $125,000 increase to the system \Wrkers

conpensation total benefit is $250 mllion per year. The
increase is one tenth of one percent. The rating
organi zation contracted by the state to produce "l ost cost”
for Alaska reviewed the proposed |egislation and stated
that the increase would be negligible on premum rates in
the state.

Representative Fairclough wondered why with average costs
ranging from $8 thousand to $9 thousand, a $10 thousand
[imt was chosen. Senator Paskvan answered that there are
certain cases of transporting a body from rural areas
| eading to greater expenses.

10: 15: 15 AM

Co-Chair Stoltze offered that many businessnmen voluntarily
provi de financial support. This increase does not reflect a
cal | ousness of Al aska enpl oyers.

Representati ve Fai r cl ough wonder ed i f t he f eder al
gover nnent added $255 as a death benefit.

10: 16: 57 AM

Co-Chair Stoltze opened public testinony.
Co-Chair Stoltze closed public testinony.
Representative Fairclough MOVED to report SB 159 out of
Comm ttee W th i ndi vi dual recommendat i ons and t he

acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.
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SB 159 was REPCRTED out of Committee with a "do pass"”
recommendation and with previously published fiscal note:
FN 2 (LWF)

10: 18: 13 AM

#sb266
SENATE BILL NO. 266

"An Act relating to energency conpensation from the
Violent Crines Conpensation Board.™

GRIER HOPKINS, STAFF, SENATOR JCE THOVAS delivered the
sponsor statement.

The Victinms of Violent Crinmes Conpensation Board (VCCB)
was created in 1972 in an attenpt to nitigate the
financial hardships suffered by victims of violent
crines. This board is able to support these victins and
their dependents with up to $40,000 and $1,500 in
i mredi at e ener gency conpensati on.

Senate Bill 266 proposes to increase the limt for
ener gency conpensation to $3, 500.

The allowable amount for enmergency conpensation
has not been increased since 1975 and is limted to
verifiable | ost wages, counseling and rel ocation costs.
The nost pressing need for energency conpensation is to
cover relocation costs when a victimis in imediate
danger at their current |ocation.

The costs for these energency expenses have
i ncreased substantially over the years, and $1,500 is
unabl e to cover deposit and first and | ast nonth rents,
especially when a famly or dependents are involved.
Emergency awards are necessary because the Board only
neets approxinmately five tines per year, and it can be
several weeks or nonths before a claimare considered.

In Fiscal Year 2009 there was $25,547.80 given in
energency conpensation for 22 clains. 12 of these were
made at the nmaxi num amount of $1,500. So far in FY2010,
$29,699. 17 has been awarded by way of energency awards
for 24 clains. The crine victim conpensation fund
receives approxinmately 70% of its appropriations from
the state in the form of felon’ s garnished Pernmanent
Fund Di vi dends and 30% from federal funds. This type of
conpensation is deducted fromthe final amount given to
the victim and any excess award nust be repaid to the
Boar d.

| urge you to join nme in assisting Alaska's
victinms of violent crimes when their need is greatest
and support Senate Bill 266.
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10: 21: 30 AM

Representative Fairclough asked if either a higher nunber
or average clainms for relocation were considered.

KATE HUDSON, ADM NI STRATOR, VIOLENT CRIMES COVPENSATI ON
BOARD expl ained that the main issue for enmergency funds is
rel ocation. Lost wages and counseling are not generally
i ssues. She explained that the board |ooked at an average
cost of an apartnment including a security deposit and two
nont hs wages.

Representative Fairclough envisioned $5000. A travel
expense from rural Alaska including rent and deposits for
utilities could not be covered with $3500.

M. Hopkins explained that the $3500 is awarded i medi ately
to help the victimrelocate. The victim can al ways approach
the board for additional funding up to the $40 thousand
[imt.

Representative Fairclough stated that due to the timng,
she would not offer an amendnent but she planned to offer
it on the floor along wth costs for justification. She
believed that $3500 would not be sufficient to neet
transportati on needs.

Ms. Hudson commented that involved children have their own
clai m nunbers and the board can often award $3500 per claim
nunber.

Representative Fairclough asked if the award for children
was at the discretion of the board. M. Hudson responded
true. She opined that the board opened cases that they did
not have to.

10: 25: 26 AM

Representative Gara |liked Representative Fairclough's
suggestion. He asked how her suggestion would affect the
solvency of the board. M. Hudson opined that the change
woul d have no i npact.

Vi ce-Chair Thomas comment ed t hat he agr eed W th
Representati ve Faircl ough about the travel costs.
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Representative Foster asked how a person residing in a
village mght becone aware of the opportunity. M. Hudson
responded that |law enforcenent is required to provide the
information. She noted that child advocacy prograns also
advertise the opportunity.

10: 27: 25 AM

Representative Salnmon wondered about relocation in the
urban area. M. Hudson replied that depends on the
claimant's plan. Sone claimants choose to nove out of town,
while others wish to relocate to another state.

10: 28: 16 AM

Co- Chai r Hawker opened public testinony.

GERAD GODFREY, VIOLENT CRIMES COWPENSATION BOARD (via
tel econference) thanked Representative Fairclough for her
observation. He comented on an early concern regarding the
i ncrenental adjustnent paired with inflation as the initial
i ncrease was $1500 to $6000. In reality, children sonetines
have their own claim He nentioned recent instances where a
female involved in a donestic violence situation was in an
i solated community where the people of her community would
turn against her if she cooperated with |aw enforcenent.
The board's role in the matter is to encourage cooperation
and performance of the civic duty to prosecute. He hoped
that $3500 would better serve. If a person nust consider
relocating in an urban area, the board may suggest safe
ar eas.

Co- Chair Hawker cl osed public testinony.

Representative Fairclough MOVED to report SB 266 out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

SB 266 was REPORTED out of Conmttee with a "do pass”
recommendation and with previously published fiscal note:
FN1 ( DQA)

10: 34: 15 AM RECESS to CALL of the CHAIR
2:10: 09 PM RECONVENED
#sb243

CS FOR SENATE BILL NO. 243(FIN)
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"An Act relating to geothermal resources; relating to
the royalty obligation for geothernal resour ces;
transferring from the Department of Natural Resources
to the Alaska G| and Gas Conservation Conmm ssion
authority over permtting and inspection of geothernal
wells; providing for a regulatory cost charge for
geothermal wells; and providing for an effective
date."

2:11: 10 PM

SENATOR LESIL MCGQUIRE, SPONSOR, discussed the ©policy
changes nade regarding geothermal resources. She explained
that geothermal harnesses energy from the heat in the
earth's core. Al aska provi des good geot her ma
opportunities. The bill reflects on a royalty rate for
geot hermal energy allowing investors to take advantage of
the rate. She explained the 10 percent royalty rate was
established for geothermal energy 26 years ago. The rate
was deduced to be a placeholder alongside hydrocarbons
before a true understanding of geothernal pot enti al
exi st ed.

2:15:17 PM

Senator McGQuire stressed that the value of the |and |eased
from the Departnent of Natural Resources (DNR) does convey
a use and a royalty is therefore deserved. The bill sets a
rate comm serate of 1.57 percent of gross revenues derived
from production, sale, or use of geothermal resources for
the first ten years, which is the federal rate. The next
ten years will require 3.5 percent of the gross incone. In
crafting the bill, a conpetitive rate was desired. The goa
was a rate that was not higher than the federal governnent
whi ch m ght disincentivize investnent on state | and.

Senator MQ@iire remarked on the inportance of the second
part of the bill. She explored the history of a conpany
call ed Naknek Electric who began drilling in Pikes Ridge
|l eading to research of the topic by a comm ssioner of the
Alaska Ol and Gas Conservation Comm ssion (AOGCC).
Findings were that the seismic and the geol ogical data had
not been analyzed in a nethod consistent to that of
hydrocarbon drilling leading to new nethods that better
protect workers and the resource. The statutory fix
proposed in SB 243 is a result of this work between AOGCC
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and DNR The bill states that AOGCC will assurme
responsibility for regulating the <conservation of a
geothermal resource to prevent waste. She added that DNR
will oversee | easing, uni tization, and general | and
managenent .

2:19:19 PM

Senator MQ@ire expressed enthusiasm for state resources
i ncl udi ng geot her mal .

Co- Chair Hawker acknow edged that the state did not have a
regul atory structure related to geothermal energy. He
commended the work done on the |egislation.

M CHAEL PAW.OABKI, STAFF, SENATOR LESIL MCGU RE, provided a
sectional for the bill.

Section 1 anends AS 31.05.030 clarifying that the
Alaska Ol and Gas Conservation Comi ssion
(AOGCC) has jurisdiction over the exploration
and devel opment of geothernmal resources;
except for the nmanagenent of |eases and
units.

Section 2 anends the royalty rate for geothernmal
resources in AS 38.05.181(g) to reflect
federal royalty rates; 1.75% of gross incone
during the first 10 years and 3.5% of gross
i ncone thereafter.

Section 3 adds a new section to AS 41.06 delineating
jurisdiction over geot her nal resour ces
bet ween the AOGCC and Departnent of Natural
Resources (DNR).

Section 4 anends AS 41.06.010 to allow the AOGCC to
i nvestigate t he wast e of geot her nal
resour ces.

Section 5 repeals and reenacts AS 41.06.020 to set out
the jurisdiction of the AOGCC over all |and
in the state and to allow for the suspension
of the application of chapter 06 on federal
land if simlarly regulated by Federal
government and clarifies the application of
t he chapter.

Section 6 anends AS 41.06.030(a) to clarify that a plan

of devel opnent and operation for a geot hernal
resource nust be filed with the AOGCC.
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Section 8

Section 9

Secti

on

on

on

on

Sect i 7 anends AS 41.06.030(b) to clarify that

unitization by DNR of a geothermal resource
system under AS 41.06. 030 when the geotherma
resource systemincludes state | and.

anmends AS 41.06.030(c) to conform to the
changes made in section 7.

amends AS 41.06.030 by inserting a new
subsection (e) that allows the comm ssioner
of DNR to adopt regulations necessary to
i npl enent the purposes and intent of chapter
6.

10 anends AS 41.06 by adding a new section

Secti

on

41.06.035 allowi ng the AOGCC to issue orders
and inpose requirenments to prevent waste and
protect correlative rights on any geotherm
oper ati on. This section also allows the
AOGCC to adopt regul ati ons.

11 repeals and reenacts AS 41.06.040(a)

Secti

on

governing the authority of the AOGCC to adopt
regul ati ons governing the safe devel opnent of
a geot hermal resource.

12 anmends AS 41.06.040 (b) to allow the AOGCC

Secti

on

to require a geothermal operator to file a
surety bond.

13 anmends AS 41.06.040(c) to require

Secti

on

notification of the AOGCC rather than the DNR
IS geot her mal expl oration encounters
hydr ocar bons and ot her fissionable materials.

14 anmends AS 41.06.040(d) to replace the

Secti

on

conmmi ssioner of DNR with the AOGCC for the
purposes of authorizing inspection of a
geot hermal operati on.

Secti

on

15 repeals and reenacts AS 41.06. 050 governing

the AOGCC permtting process for geotherma
expl oration and devel opnment drilling.

16 anends AS 41.06 by adding a new section

Secti

on

41.06.055 authorizing a regulatory cost
charge for geothermal wells.

17 repeals and reenacts AS 41.06. 060 providing

Secti

on

definitions for AS 41.06

18 repeals AS 41.06.030(d) governing |ease

operations under an approved plan of
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devel opment and AS 41. 06. 040(e) the exenption
from AOGCC aut hority of geothermal resources.

Section 19 adds a new section to the uncodified | aw of
the State of Al aska that applies the royalty
rates established by section 2 to |eases
entered into or renewed after the effective
date of the act and directs the comm ssioner
of DNRto offer the royalty rates established
by section 2 to an existing |essee.

Section 20 adds a new section to the uncodified | aw of
the State of Alaska that governs the
transition of authorities over geothernmal
resources established in this act.

Section 21 adds a new section to the uncodified | aw of
the State of Al aska that gives direction to
the revisor of statutes.

Section 22 immedi ate effective date for section 20

Section 23 effective date of July 1, 2010

2:26:46 PM

Vi ce-Chair Thomas asked about Section 13. He wondered if a
conpany struck hydrocarbons, would they stop drilling for
water. M. Pawl owski responded that the quantity of
hydrocarbons is often the deciding factor. I|f hydrocarbons
are found, it is inportant that AOGCC knows, because the
weight of the nud used in the drilling operations is
i nportant.

Vice-Chair Thonmas imagined that the royalty rate would
change.

Representative Foster remarked on discussions about
devel opnent of the Pilgrim Hot Springs north of Nome. Wth
the springs existing on private versus state land, he
wondered if the royalties wll apply.

M. Paw owski pointed out Page 2 Line 25, which explains
that the authority of the comm ssion to regul ate geot her mal
extends to all land in the state, including private,
muni ci pal, and state land. The regulation of the operation
would remain the same, but the royalty rates would not

apply.
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2:30:47 PM

KEVI N BANKS, DI RECTOR, DIVISION OF OL & GAS, DEPARTMENT OF
NATURAL RESOURCES (via teleconference), addressed the
guestion about geothermal found on private |land. He agreed
that all of the statutory authorities drafted in the bil
are already in place. The bill renoves authority given to
DNR and transferred them to AOGCC who has the staff for
managenent and safety.

M. Banks responded to the question regarding oil found

during an attenpt to drill for geothermal. He stated that
if the oil is on state land, a discussion about the |ease
must occur. The |eases provided are either for oil or

geot hermal, but not both. If oil was found, it would not be
conplicated to issue an oil or gas |lease allowing the state
to receive the appropriate royalties. On private |and, the
owner woul d conmuni cate the changes.

M. Banks replied to the question concerning changes in the
royalty, he stated that "sonething is better than nothing."
He stated that a royalty rate of 1.75 percent for the first
ten years, rising to 3.5 for the second ten years, nmakes
private |land conpetitive with federal | and.

2:34: 05 PM

Representative Gara pointed out the definition of
geothermal, which is divided into "geothermal fluid" and
geothermal resources.” He wshed to ensure that the
definition in the bill did not inadvertently include other
val uabl e resources. He requested a list of other possible
exenptions. He asked if the definition of geothermal was
cl ear enough to avoid the |oss of royalties.

M. Banks replied that the bill expands the definition of
geothermal. The <current statutes have a limt of 120
degrees Celsius increasing the likelihood that electricity
could be created with a geothernmal resource less than 120
degrees. The addition of the comercial use provision,
defined as sales of power, heat to a third party lead to
access to those types of resources.

Representative Gara reiterated concerns about inadvertently
lowering the royalty on oil, gas, mnerals, or gold.
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M. Banks assured that the |anguage applies only to heat or
hot |i quids

Vi ce-Chair Thonmas queried the |ease rate when hydrocarbons

were discovered when drilling for geothermal. M. Banks
expl ai ned hypothetically that if a driller does not have an
oil and gas lease; when drilling on public land for
geothermal, the driller is governed by the geotherm

| ease. The conpany would not be permtted to produce the
oil and gas. The departnment would be sunmoned to form an
oil and gas lease with either a conpetitive process or a
deci sion made by the comm ssioner. He pointed out that if
oil and gas is found, the conpany is tapping into a
resource that requires a separate |ease.

2:38: 40 PM

CATHY FOERSTER, ENG NEERI NG COW SSI ONER, ALASKA O L AND
GAS CONSERVATI ON COWM SSI ON, DEPARTMENT OF ADM NI STRATI ON
(via teleconference), explained that the royalties portion
of the bill does not affect the AOGCC. The inportant
sections are those that transfer sone but not al
authorities from the DNR to the AOGCC. The authorities
transferred are those that regulate drilling and production
operations, protect correlative, prevent fiscal waste of
the resource, and protect the fresh ground water. The DNR
will retain pertaining authorities.

Ms. Foerster stressed the inportance of AOGCC s expertise,
which allows them to take on the additional authorities.
She announced the experienced drilling engineers who
approve the permts ensuring safety and good operational
practi ces. She also nentioned the experienced field
i nspectors who conpetently test equipnment to ensure that it
works properly. The transfer of authority requires no
fiscal inpact. If the bill does not pass, a cost to allow
the DNR to contract the necessary expertise will require
state funding.

Co- Chair Hawker asked if adequate regulatory authority is
drafted into the legislation. M. Foerster replied the
| egi sl ation provides everything needed by AOCGCC

Co- Chair Hawker cl osed public testinony.

M. Pawl owski described three fiscal notes. The first is a
zero fiscal note from DNR The second fiscal note is from
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AOGCC under the Departnment of Administration (DOA) and al so
has zero fiscal inpact. The third zero fiscal note is from
the Departnent of Revenue (DOR). All three of the fiscal
not es have positive revenue potential for the state.

2:44: 23 PM

Co- Chair Hawker explained that the action of creating the
regul atory structure does not lead to a financial
consequence for the state, wth the state hoping for
positive nunbers. M. Paw owski agreed.

Vice-Chair Thomas MOWED to report CSSB 243(FIN) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTIQN, it was
so ordered.

HCS CSSB 243(RES) was REPORTED out of Conmittee with a "do
pass" recomendation and with attached previously published
fiscal notes: FN2 (REV), FN3 (DNR, FN4 ( ADM .

2:49:23 PM AT EASE

#sb312
CS FOR SENATE BILL NO. 312(FIN)

"An Act relating to the deposit of the proceeds of the
tax on ganbling operations aboard certain commerci al
passenger vessels into the general fund; providing for
a reduction in the excise tax to $34.50 for a
passenger for each voyage on a commercial passenger
vessel ; describing the passengers that are subject to
the excise tax and liable for the paynent of the tax;
providing for a reduction in the state excise tax
inmposed on a passenger traveling on a conmmercial
passenger vessel by the anmount of tax on a passenger
traveling on a comercial passenger vessel inposed by
a municipality under a | aw enacted before Decenber 17

2007; authorizing appropriations from the comrerci al
vessel passenger tax account to the first seven ports

of call in the state and for costs associated wth
commerci al passenger vessels and the passengers on
board; limting the use of funds appropriated fromthe
commer ci al passenger vessel t ax account to
expenditures related to port facilities, har bor
i nfrastructure, ot her services provided to the

commerci al passenger vessels and the passengers on
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board those vessels and «certain other purposes;
repealing the regional <cruise ship inpact fund;
relating to the admnistration of the excise tax by
the Departnent of Revenue and regulations required to
be adopted; requiring a report from the Departnent of
Commerce, Community, and Econom c Devel opnent rel ating
to safely and efficiently hosting passengers; defining
'voyage' for purposes of the excise tax; relating to

municipal levies on a passenger on a comercial
passenger vessel; and providing for an effective
date."

4:53:36 PM RECONVENED

M LES BAKER, STAFF, SENATE FINANCE COW TTEE, proposes to
reduce the commercial passenger vessel excise tax from $46
to $34.50 per passenger per voyage. Currently excise tax is
split with 25 percent in regional cruise ship inmpact fund
and 75 percent in the commercial passenger vessel tax
account. The bill proposes to reduce the current tax by 25
percent and repeal the regional cruise ship inpact fund.
Wth SB 312, the $34.50 would go into the conmercial
passenger vessel tax account.

M. Baker elaborated that the bill <clarifies statute
regarding uses and purposes that the legislature may
appropriate the tax proceeds for. The first purpose is to
make paynents to the ports of call; current statute makes
paynents to first five ports of call. The CS changes the
nunber to seven to reflect |arger voyages.

M. Baker second purpose for legislative appropriation is
found in Section 4(d). In addition to making the port of
call paynents, the legislature may appropriate noney from
from the account to projects that inprove port and harbor
infrastructure, provide services to comrercial passenger
vessels, and inprove safety and efficiency of interstate
and foreign comrerce activity in which the vessels are
engaged.

4:58:58 PM

M. Baker cited Page 3, Line 18, Section B addressing the
port of call paynents. The |anguage tightens up the
pur poses for which local port of call paynent proceeds can
be used.
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M. Baker stated the intent of Senate Finance Conmittee was
to elimnate confusion in existing statute. The current
statute left open the question of appropriation for state
owned port and harbor facilities. He stated om ssion of the
| anguage "other services to properly provide for vessel or
wat ercraft visits and enhance safety and efficiency of
interstate and foreign comerce and such other |awful
purposes as determned by the |egislature” which has been
repl aced with the before nentioned | anguage.

M. Baker nentioned another substantial change, where a
| ocal governnent in a port of call with a local tax |evied
agai nst passengers was given a choice either to rescind the
tax and accept or forfeit the state's $5 paynent. The
communities that fell into the category were the City and
Borough of Juneau and the City of Ketchikan. Both Juneau
and Ketchikan had local levies that were greater than $5.
The bill proposes a credit against the $34.50 that the
state is paying. Those nunicipalities with a tax in place
would not require a greater paynent of tax from the
passenger. The effect of the change is that the state wll
collect less noney. The $5 paynment will work in the current
fashion. If the port is a unified city, then the $5 goes to
the unified city.

5:04:19 PM

M. Baker inforned that Section 1 addressed the 33 percent
tax on ganbling proceeds deposited into the conmrercial
passenger tax account. The funds were deposited into this
restricted account creating an accounting issue. The 2007
crui se season yielded $6.7 mllion in ganbling tax which
was not appropriated, thereby lapsing into the general
fund. The 2008 season yielded $6.28 mllion that |apsed. A
reverse sweep placed it back into the restricted account
The projection fromDOR is another $5.7 mllion.

\V/ g Baker conmuni cated that Section 10 retains the
governor's recomended periodic report. He pointed out that
Section 13 states an effective date of October 3lst; the
reduced head tax will take effect next year.

Representative Doogan reviewed his understanding of the
| egislation. He understood that the bill |[owered the head
tax per passenger to $34.50. He proposed hypothetically
that a passenger would stop in Ketchikan, Juneau, and
Skagway. Wien the noney is allocated, he understood that
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each port would receive $5 and the ports already receiving
taxes would also get theirs. He understood that Ketchikan
and Juneau woul d receive $12.

M. Baker explained that the passenger would pay $34.50,
but when they arrive in Ketchi kan, the vessel would pay the
$7 and the $26.50 balance would go to the state. If the
| egi sl ature appropriates the $5 port of call paynments, they
would go to all three ports.

5:10: 33 PM

Represent ati ve Doogan understood the nmechanism He wondered
where the remaining noney goes. M. Baker responded that
excess noney not paid out would stay in the account
avail able to the | egislature for appropriation.

Representative Doogan asked what would happen when a
passenger stops at four ports. M. Baker directed attention
to handout, " Commer ci al Passenger Vessel Exci se Tax;
Effects of CS SB 321(FIN) Per P on State Cash Flow,
4/ 15/ 2010 10:00 am" (copy on file). The handout |ists the
five itineraries that are currently sold.

M. Baker surmised that if $5 is the port of call paynent,
and the DOR forecast is correct at 850 thousand passengers,
$2.3 million will be available for appropriation after the
port of call paynents are nade.

5:15:13 PM

Representative Austerman asked about the $2.3 mllion
avai l abl e for appropriation. He wondered if the anmount was
avai lable as a result of Ketchikan and Juneau "double
di pping" the nmunicipal tax plus the $5. M. Baker replied
that the analysis was correct. He pointed out that each
provi ded scenario presents an excise tax of $19.50 because
t he $15 has been backed out for Ketchikan and Juneau.

Representative Austerman sunmarized that the negative
figures seen are the result of increased ports of call.

M. Baker pointed to second spread sheet "CS SB 312(FIN)
Port of Call Paynment Scenarios, April 13, 2010" (copy on
file). He analyzed the handout which details the revenue
projections using both $4 and $5 as exanples. The addition
of Ketchikan and Juneau in the $5 port <call bunps the
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paynent by the state up by $6.1 mllion based on the
projected traffic for the season.

M. Baker noted that the principal loss to the account
woul d not be caused by the increased ports of call, but
because the tax is decreased to $34.50. He reninded the
commttee that the regional portion would be discontinued.
The regional cruise ship fund used to go to the treasury
and equal ed 15 percent.

5:20: 28 PM

M. Baker explained that the |ast few appropriation cycles
led to port of <call paynents of $9.9 nmillion and an
additional $17 mllion was appropriated. In FY10, port of
call paynents of $10 mllion were mde with an additional
$54 mllion appropriated in capital projects. The capita
budget before the House Finance Conmmittee includes the
| anguage necessary to nake the port of call paynents for
2010, which are estimated at $10 million. |If SB 312 passes
the estimation will increase to $15 mllion.

M. Baker stated that in the current fiscal vyear, the
May/ June travelers will lose $3.1 million with the proposed
reduction. The next fiscal year, enconpassing July, August,
Sept enber, COctober, May and June will equal $22 mllion per
year in | oss of revenue.

Representative Fairclough asked if Juneau's port fee was
$12. M. Baker responded that Juneau has $5 rmarine
passenger fee and a $3 port devel opnent fee for a total of
$8. Ketchi kan has a passenger wharfage fee of $7.

Representative Fairclough asked how comunities would
respond to the proposed nodel of tax inplenentation. She
wondered if other nunicipalities mght try to enulate the
Ket chi kan and Juneau nodel. M. Baker responded that SB 312
proposed capping the tax at $34.50 per passenger. A
community that has raised taxes prior to the passage of SB
312 is grandfathered in. Ketchikan's wharfage fee was
initially $6 and was raised to $7 in January of 2007 with a
sunset date of January 2010 for review.

5:26:30 PM

M. Baker comented that Juneau's $5 fee currently has no
sunset date, but the $3 fee has a January, 2011 sunset
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date. He guessed that if Juneau received an additional $5,
the $3 port devel opnment fee might not be necessary.
Representative Fairclough clarified that the 1legislation
seeks to place a cap on maximum collections for the state.
The first seven ports of call wll be covered by the state
at $5 per port. If cities already have a fee intact, they
receive the fee in addition to the $5. M. Baker responded
correct.

Representative Fairclough continued that the industry would
be subject to an increase by those particular ports of
which they could not visit if the added fees were not paid.
M. Baker agreed, if a port wished to raise a fee, the
i ndustry's reaction woul d be consi dered.

M. Baker directed attention to a third spreadsheet,
"Distribution of head tax revenue relative to passenger
visits FYO7-FY10, April 15, 2010" (copy on file). He
expl ai ned that Juneau passed their $5 nmarine passenger fee
in 1999 and the port developnent fee in 2002. Ketchikan
originally passed their fee in 2005 Both comunities
worked with the industry comrunicating their needs for port
infrastructure and they proposed their fee. A voter's
initiative also passed, adding a state tax of $46, which
increased the cost of traveling to Juneau and Ketchikan.
The spreadsheet illustrates the reflection of the traffic
patterns and the funding. The principal reason that
Ketchikan is only at 18 percent of the funding with 27
percent of the passengers and Juneau at 14 percent of the
funding with 29 percent of the passengers is because the
nunbers are skewed. The additional noney received by Juneau
and Ketchikan is used to pay debt service.

5:32: 25 PM

Representative Fairclough asked if the state is prohibiting
communities in local areas to provide taxes for the others
that are unaffected. M. Baker stressed that is not the
intent of the bill.

Representati ve Doogan understood that a current passenger
visiting Juneau and Ketchikan would pay $61. M. Baker
concurred.

Representati ve Doogan continued that in the new nodel the

passenger pays $34.50 and the state deducts the $7 and $8
for Juneau and Ketchi kan. M. Baker agreed.
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5:34:15 PM

Representative Austerman asked about other comrmunities
i npl ementing their owm tax. He asked if the bill prohibits
the inplenentation of a community tax. M. Baker responded
no.

Representative Austernman asked about the $7 collected in
Ket chi kan. He wondered if the inplenmentation was prior to
the state's $46 tax. M. Baker responded yes, the wharfage
fee was passed in 2005 and the citizen's initiative went
into effect in 2007.

Representative Austernman asked if Ketchikan used the $7
bonds for inprovenents, what w1l the additional noney
acconpl i sh

M. Baker elaborated that the additional $2.50 would be
used for additional i nprovenents in services to the
passenger and the vessel.

Representative Austerman asked iif Juneau's plan was
simlar. He expressed concern for the other ports since
Juneau and Ket chi kan woul d be doubl e di ppi ng.

5:36: 58 PM

Co- Chai r Hawker opened public testinony.

5:37:35 PM

ROBERT DI NDI NGER, ALASKA ALLI ANCE FOR CRU SE TRAVEL, ALASKA
ACT explained that while the bulk of his nenbership cones
from Sout heast Al aska, the community with the second nopst
menbers is Fairbanks. According to a study by the
Department of Conmerce, Community and Econom c Devel opnent
(DCCED) the state can anticipate 5000 fewer tourism
i ndustry enpl oyees in the beginning of the season. He noted
that 2500 were lost last year. He believed that the
national econonmy had a significant inmpact on revenues
because cruise passengers spent |ess noney. The situation
in 2010 is unique as the carrying capacity of the cruise
i ndustry will be down by 140,000 berths. The decrease in
cruise travel to Sitka is projected at 40 percent. He
cormented that with a |oss of 40 percent, the bottom |line
beconmes hard to maintain. He opined that the bill provided
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the only hope for inprovenent of cruise travel to Al aska.
| f the bill passes, then a nessage to financial
institutions is provided signaling that Alaska is doing its
part to inprove the potential economic climte for its
citizens. He urged the commttee to support t he
| egi sl ati on.

5:42: 29 PM
Vi ce-Chair Thomas asked if M. Dindinger was nmarried to the
bill. M. D ndinger replied that he spoke in support of
this bill.
Vi ce-Chair Thomas asked if he would support any bill. M.
D ndi nger replied that he mght support another bill that

woul d acconplish the sanme task

Vice-Chair Thonmas commented on the loss of construction
funds. He asked if Skagway should be treated differently
than Ketchikan. M. D ndinger comunicated that he has
busi nesses in Skagway, Juneau, Sitka, and Ketchi kan but he
was not prepared to provide an opinion about the anount of
noney provided to each conmunity. He wshed only for
continued crui se ship business in Al aska.

5:44:14 PM

Vi ce-Chair Thomas stressed that each |egislator IS
concerned about the survival of the conmunities. He sought
equal treatment for all communities. He commented that half
of the year's cruise ship tax is waived because of the
established effective date.

Represent ati ve Doogan asked about the 140,000 berth nunber.
M. Dindinger responded that four less cruise ships wll
visit leading to the 140,000 nunber.

Represent ati ve Doogan asked why Sitka woul d experience a 40
percent loss. M. D ndinger replied that the prediction is
based on the deploynment of the ship taken out of the
mar ket . Some shi ps redeployed with a different itinerary.

5:47:05 PM

Representative Sal non asked how long M. D ndinger was in
business. M. Dindinger replied that he started his own
busi ness in 1980.
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Representati ve Sal non asked how nmany crui se ships conpanies
visit Alaska. M. Dindinger replied six or seven.

Representative Sal non asked how many cruise ships filed the
lawsuit. M. Dindinger admtted that he did not know.

5:48: 37 PM

JOHN BI NKLEY, ALASKA CRUI SE ASSOCI ATI ON responded that nine
menber lines represented by the Alaska Cruise Association
initiated the | awsuit.

Representative Gara opined that the legislature was
unfairly put in bad place by the industry. He stated
concern that the state is asked to provide substantial tax
relief without promse that ships wll return to the state.
M. Binkley replied that the |egislation was introduced by
the governor and the Senate Finance Conmttee. The
legislation was not created by the cruise industry. He
noted that signing the settlenent agreenment is not in the
best interest of the Al aska Cruise Association, but if the
| egislation is passed, the litigation will be dropped.

Representative Gara asked for commtnment from the cruise
ship industry to bring ships back to the state. M. Binkley
stated that the change in the head tax is specific to the
[itigation.

Representative Gara asked if ships will return to Alaska if
the legislation is passed. M. Binkley sinply based on
change of head tax does not provide quid pro quo to bring
back the ships. Marketing is an issue; Alaska |ost market
share. The reduction in the state's nmarketing led to a
reduction in demand. He nentioned the regulatory issue as
some ships cannot operate in Alaska. The time required to
set itineraries is also a consideration.

Representative Gara elucidated that the industry wants a
tax reduction, regulatory changes, and additional noney for
marketing. M. Binkley agreed that those elenents often
deter ships to other destinations.

Representative Gara suggested that if marketing inportant

t hat IS anot her frustration. Cruise |lines st opped
contributing to marketing of Al aska by the state.
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M. Binkley explained that cruise lines are able to get a
better return on their noney el sewhere. Driving demand and
reduci ng costs can change the situation.

5:54:45 PM

Representative Salnon comrented that his flight business
cal cul ates costs of operation with the mpjority going to
the custonmer. He wondered how the cruise ship industry
operates. He expressed confusion and opposed the bill.

M. Binkley admtted that he did not understand the
guestion. He believed that the cruise ship industry
operates in a manner simlar to that of Representative
Sal non's flight business by reducing sone flights if the
custoner interest wanes.

Representative Austerman referenced reducing the tax to
$34.50. He understood that the original tax is a $46 head
tax, and if a passenger chooses Ketchikan and Juneau they
pay $61, but this bill drops the ambunt to $19.50. M.
Binkley clarified that the ambunt does not drop from $61 to
$19. 50.

Representative Austerman opined that the bill is not
witten that way. M. Binkley stated that any tax
adjustrment will be good for the industry. The industry was

willing to drop the litigation in response to a change.
Representative Austernman proposed $34.50 with the add-ons
for Juneau and Ketchi kan. He asked if that would constitute
a deal breaker. M. Binkley replied yes.

6: 00: 04 PM

Vi ce-Chair Thomas asked how much dock fees cost. M.
Bi nkl ey responded approximately $30 mllion a year for
private dock fees.

Vi ce-Chair Thomas asked what the total cost would be for
t he passenger. M. Binkley replied $91 nillion.

Vi ce-Chair Thonas asked if the bill was no |onger perceived
as the governor's  bill. M. Binkley «clarified his
statenment. He stated that the bill is simlar in net

out cone for the passenger.
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Vi ce- Chair Thomas commented that Ket chi kan averaged
$900,000 a year. He recalled that the comrttee asked the
fiscal policy group about the problem with the cruise ship
i ndustry. The response was saturation, correction, econony,
and cessation of turnoil in the Mediterranean. The head tax
was never nentioned as a potential problem

6: 02: 53 PM

Represent ati ve Doogan how nmany passengers are expected this
year. M. Binkley replied approximtely 850,000 from the
| arge cruise ships that are charged the head tax.

Representative Doogan asked if sonme percentage of those
woul d be paying $61, while others pay $46. The current
proposal charges a flat $34.50. He asked for an estimate of
the total savings to the passengers if the proposal was in
place. M. Binkley approximated $22 mllion in annual
savings to the passengers.

6: 04:15 PM

Representative Gara asked about the average cruise cost.
M. Binkley responded that the cost was |ower |ast year.
The goal for the cruise ship conpanies is always to fill
the ship. A cruise mght cost $499 to $2500 for a seven
night tour. The tine of year also dictates the cost.

Representative Gara requested statistics of aver age
passenger spending in Al aska. M . Bi nkl ey responded
approxi mately $900 per visitor.

Representative Gara asked if nbst passengers cruise one way
then fly back home. M. Binkley answered yes, but sone
cruises are round trip.

Representative Gara realized that Alaska wants nore
travelers. He discussed the various costs incurred by
crui se ship travel ers.

M. Binkley agreed. He stated that 142,000 |ess people wll
visit Alaska as a result of the head tax. The ships nust
reduce the price to in order to fill the ship, leading to
| ess revenue. If the costs are fixed, they nake | ess noney.
|f the ships return, the volunmes will too.

6: 09:13 PM
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Representative Austerman thought that the passengers would
conme back whether the tax is reduced or not follow ng the
gl obal recession. He asked if cruise association discusses
saturation point.

M. Binkley stated that the cruise industry was grow ng by
6.5 percent. Oher destination points are experiencing
growh, while Alaska is not. He nentioned the baby booners
and their penetration into the cruise market over next 10-
20 years. The anticipation is for continued growh for the
crui se industry.

Represent ati ve Austerman chose not to debate the issue.

6:11: 57 PM

Representative Kelly believed that a series of events
including taxes and regulations have inpacted the cruise
ship situation. He asked to know other concerns the cruise
i ndustry m ght have.

M. Binkley noted that the cruise industry is not bothered
or concerned, the econonmics are sinply the bottomline. The
industry works their asset for the best return on their
investment as publicly held corporations. Alaska is a high
cost environnment as the only state that has a corporate
i ncone tax, gamng tax, ocean ranger tax, regional inpact
fund tax, in addition to the head tax.

Representative Kelly asked about the issue of separating
the marketing assistance from state. He understood that the
associ ation sought funding in the $20 nmllion range. M.
Bi nkl ey agreed that the additional funding wll help as a
50 percent increase in the state's marketing budget.

6:15:11 PM

Representative Foster wi shed the tax could be tied to the
nunber of visitors comng back to Alaska. The cruise ship
industry affects the entire state. He wondered how many
passengers travel beyond Southeast Al aska and Anchorage.
M. Binkley responded that DCCED has statistics. He stated
that the inpacts of the <cruise ship industry are
ubi quitous. Cruising is often an initial way to see Al aska,
and cruisers sonmetinmes return as independent travelers. He
spoke of his famly business in the visitor industry. Many
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busi nesses are struggling. The cruise ship industry will be
fine because they can take their assets and go to where
t hey can nmake the nost noney, but when they go Al askans are
af f ect ed.

Representative Aust er man referenced t he settl enment
conditions as presented to the conmttee. The agreenent
di scusses the $34.50 tax and further reducing the excise
tax on any passenger by the total amount of taxes inposed
on the passenger by nunicipalities that did not elect to
receive funds. He wondered if he perceived the agreenent
correctly regarding Juneau and Ketchikan. M. Binkley
answered that he believed that the agreenent included
Juneau and Ket chi kan.

6: 20: 27 PM

Vice-Chair Thonmas recalled that the bill was initiated as
an initiative to repeal the cruise ship head tax. He
wondered why Juneau and Ketchikan were coupled with the
initiative. M. Binkley responded that the association
never proposed that the head tax be repealed. The governor
proposed the reduction of the head tax. He added that the
Al aska Cruise Association does not have contracts wth
Juneau or Ket chi kan.

Vi ce-Chair Thomas contended that agreenments with Ketchikan
and Juneau exist regarding head tax and port fees. M.
Bi nkl ey argued that the head tax is elected by people of
Juneau and Ket chi kan.

6:22:42 PM

Representative Fairclough understood that a lawsuit was
filed against the state. A settlenent has been reached wth
the Attorney Ceneral to resolve the lawsuit if this bill
passes. She expressed interest in the resolution of the
litigation issue. She opined that the bill enconpassed
greater issues than the reduction of the head tax.

6: 24: 23 PM

Representative Salnmon conmented that the bill has the
public's support.

Representative Gara added that if the case is settled in
exchange for reduction of the cruise ship tax, the state
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m ght still be sued. He opined that passing the bill m ght
lead to a one way settlenment.

M. Binkley agreed with Representative Gara. The risk of a
class action suit exists despite the passage of the bill
He speculated that if the legal ground is plowed by the
cruise lines through the litigation, there could be a class
of people who may want to sue. The legislation may reduce
that risk

6:27: 20 PM

JENNI FER  d BBI NS, EXECUTI VE DI RECTOR, PRINCE WLLIAM
SOUNDKEEPER CORDOVA (via teleconference) opposed SB 312.
She observed that the legislators' points were good. She
understood the inportance of the «cruise industry to
Al aska's econony. She opined that the bill served the
crui se industry. The cruise ship's decisions regarding ship
depl oynment happen years in advance. Al askan citizens voted
to approve the voter initiative initiating the head tax.
The voter initiative was passed to protect and preserve the
environment of Alaska in partnership with the cruise ship
i ndustry.

STEVE H TES, SKAGWAY, STREETCAR COVPANY (via
tel econference), discussed his conmpany and the |oss of
revenue because of the head tax. He stressed that the |oss
of revenue and jobs was not the intent of the cruise ship
initiative. He conmmrended Governor Parnell for carrying a
message to the cruise ship industry that Al aska is open for
busi ness. He urged the commttee to follow the governor's
| ead and pass the |egislation out of commttee.

KARL AMYLON, SELF, KETCH KAN (via teleconference) offered
to respond to questions.

6: 36:46 PM

TANJA CADI GAN, OMER, CARI BOU CROSSI NGS, spoke in support
of the Ilegislation. She spoke of the many enploynent
opportunities available as a result of the cruise industry.
She expressed frustration about the pressure placed on
smal | businesses as a result of the head tax.

6:41:45 PM
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GREG PILCHER, OWER, WHALE TALES, testified in support of
the legislation. He stressed the inpact that industry has
on his business.

6:43: 40 PM

CHRIS W LSQON, JUNEAU (via teleconference), suggest ed
dividing the head tax into a port fee simlar to the
managenent of the airport tax. He wondered about the inpact
that the cruise ships have on Alaska's waters. The inpact
is tied to the fishernen. He suggested a new avenue of 1
percent tax appropriated to the state for the inprovenent
of water and sanitation issues.

Representative Fairclough asked M. WIson if he supported
or opposed the bill.

M. WIlson stated that he did not support the bill.

6: 48: 03 PM

STAN STEVENS, WLDLIFE TOURS BUSINESS, chair of Al aska
Travel Industry Association (ATIA) inforned that 70 percent
of ATIA s nenbers are snmall businesses. He commented on the
downturn for these small businesses credited to |ack of
mar keti ng, poor economny, and the head tax. The |oss of
140, 000 people by the industry will affect small businesses
in the interior, Anchorage, and Southeast. He stressed the
val ue of the cruise industry to the whol e econom c system

Representative Gara relayed a nessage to the nenbers of
ATIA. He pointed out that Alaska levies no incone or
busi ness tax on the nenbers.

M. Stevens nentioned that ATIA brought forth a proposal to
tax the industry in 2004. The nenbers have suggested taxes
as a nmethod of generating additional marketing dollars. He
shared stories about his experience as a busi ness owner.

6:54:56 PM

Co-Chair Stoltze closed public testinony.

Representative Austerman requested opinion about t he
settl ement agreenent from Departnent of Law (DCL).
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CHRI SS POAG DEPARTMENT OF LAW explained that when the
initiative went into effect, those conmmunities had to
choose whether to keep their tax in effect and elect not to
receive port of call revenue sharing or their tax expired
as a matter of l|aw The presented offset provision for
Juneau and Ketchi kan shows that the conmunities chose not
to receive port of call funds.

Representative Austerman asked if the communities received
the $5 prior to the law going into effect.

M. Poag replied that the conmunities can apply to the
| egislature for appropriations but they do not receive
revenue sharing.

Representative Austerman asked if the communities would
recei ve revenue sharing under the new |law. M. Poag replied
yes.

Representative Fairclough wanted to assure that her office
was not flooded with cruise ship |obbyists.

6:57:56 PM

Representative Doogan commented that his office received
many emails regarding the bill.

Vice-Chair Thomas comented that Juneau and Ketchikan
received $80 mllion in regional funds in addition to the
col l ection of port fees.

Representative Austernman announced that he planned to
subm t an amendnent during the next hearing of the bill.

Representative Gara spoke to the passion generated by the
bill.

SB 312 was HEARD and HELD in Commttee for further
consi derati on.

7:01: 03 PM AT EASE
7:11:55 PM RECONVENED

Co-Chair Stoltze

#sb83
CS FOR SENATE BILL NO. 83(L&Q)
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"An  Act repealing the CGovernor's Committee on
Empl oynent of People with Disabilities; creating the
State Vocational Rehabilitation Comrittee and rel ating
to the commttee; and providing for an effective
date."

7:12: 31 PM

PAULA SCAVERA, SPECI AL ASSI STANT, DEPARTMENT OF LABOR and
WORKFORCE DEVELOPMENT explained that the departnent's
purpose is to bring the state statute in conpliance wth

federal laws. She inforned that the conbination of two
federally required conmttees with simlar nenberships. The
bill allows for telephonic neetings which may result in

cost savings. Any additional cost incurred by the changes
in the nenbership is absorbed by the agency adm nistering
the federal progranms requiring the comittees. The
di fference between the original bill and the CS was to fix
a typographical error. She nentioned the nunerous letters
of support in the commttee packets.

Ms. Scavera explained that the fiscal note included a zero
appropriation with the expenses absorbed by the departnent.
Co- Chair Hawker added that FN2 shows a federal receipt
authority to expend on travel for $7,500.

Vice-Chair Thomas MOWVED to report CSSB 83(L&C) out of
Committee Wi th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so order ed.

CSSB 83(L&C) was REPCORTED out of Conmttee with a "do pass”
recommendation and wth attached previously published
fiscal note: FN2 (LWF).

#sb172
CS FOR SENATE BILL NO 172(FIN) am

"An Act establishing the Al aska Health Care Conm ssion
in the Departnent of Health and Social Services; and
providing for an effective date."

7:16: 24 PM

DENI SE LICCIOLl, STAFF, SENATOR DONALD OLSON, stated that
Alaska is facing a health care shortage with access and
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gquality issues. Health care costs tripled from 1991 to
2005. She noted that the cost is expected to double again
by 2013 to over $10 billion. The purpose of the conmm ssion
is to provide recommendations for a statewide plan to
assess the quality, accessibility, and availability of
health care for all Al askans. The duties are outlined in
the bill and in the sponsor statenent. The CS has 13
menbers, 10 of which are voting and the others are ex
officio nenbers. The commssion would be tasked wth
hol di ng public hearings and submtting an annual report to
the governor and legislature regarding its recomendations
and activities. The cost alone justifies the changes on the
national level. The national changes allow for a planning
body that provides for the policy information that wll
make neani ngful change. She highlighted Line 8, Page 3
endi ng on Page 4, line 12, which lists the nenbers.

7:19:35 PM

Representative Gara asked if the intention of t he
| egislation was to replace the new standi ng body for health
care recomendations. M. Liccioli explained that our
previ ous governor had an admnistrative order t hat
establ i shed the health care comm ssion. The order has since
expired. Wthout the legislation, there would be no body.

Representative Gara understood that there were additiona
costs.

MVs. Liccioli stated that the cost of the previous
comm ssion was not funded by the state, but instead funded
out of the existing budget. She noted that Senator O son
appreci ated the hearing.

7:21:47 PM

DR. WARD HURLBURT, CHEIF HEALTH CARE COWM SSI ON, DEPARTMENT
OF HEALTH AND SOCI AL  SERVI CES, informed that t he
admnistration is in support of the legislation and the
health care conm ssion. He explained that the challenge
with health care reformis great. The funding is designated
to pay for the position of the executive director, an
adm ni strative support person, and outside consultation. He
furthered that nuch work wth the inpact of nationa

analysis wll occur for health care reform He noted that
each bill comes representing a constituency. He noted that
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the cost of health care is approxinmately $6 billion per
year.

7:25:55 PM

Co- Chai r Hawker Myved Conceptual Amendnent 1.
Co-Chair Stoltze OBJECTED

Co- Chair Hawker explained the anmendnent. He w shed the
menbership to reflect the critical cohorts of healthcare in
Al aska. He preferred 11 voting nenbers. He opined that the
m ssing cohort was one involved in the U S. Departnent of
Veterans Affairs (VA). He stated that a representative of
the VA was critical to the conm ssion.

Co-Chair Stoltze asked if the nenber would be a consuner or
a provider. Co-Chair Hawker stated a provider.

Representati ve Doogan asked if the voting nenbership wll
change from 10 to 11. Ms. Liccioli responded that Senator
A son was willing to go with the will of the conmttee.

Co- Chai r Stoltze renoved hi s obj ecti on. Concept ual
amendnment 1 was adopt ed.

7:29:33 PM

WLLIAM HOGAN, COW SSI ONER, DEPARTMENT COF HEALTH AND
SOClI AL SERVI CES di scussed the fiscal note, $500 thousand
He commented that the federal Medicaid claimng required
$165 thousand. He noted that the nmoney wll fund an
executive director, support staff and allow for analysis
needed to i nplenment certain aspects of health care reform

Co-Chair Hawker recalled that the first proposed fiscal
note was substantially |arger. Comm ssioner Hogan responded
that the departnent analyzed various nethods of cost
savi ngs.

Co- Chair Hawker MOVED to report HCS CSSB 172(FIN) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note. There being NO OBJECTION, it was
so ordered.
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HCS CSSB 172(FIN) was REPORTED out of Conmittee with a "do
pass” reconmendation and with attached new fiscal note by
t he Departnent of Health and Social Services.

Co- Chair Hawker thanked the aides of the departnent.

#sb234
CS FOR SENATE BILL NO. 234(FIN)

"An Act relating to the voting procedures of the
Al coholic Beverage Control Boar d; allowing the
Al coholic Bever age Cont r ol Board to rel ease
information contained in the statew de database of
al cohol purchases and shipnents to the person who
purchased the alcohol or to whom the alcohol was
shi pped; relating to the access of persons under 21 to
prem ses where alcoholic beverages are sold, served,
or consumed; extending the termnation date of the
Al coholic Beverage Control Board; and providing for an
effective date."

7:33: 14 PM

JOSH APPLEBEE, STAFF, KEVIN MEYER, explained that SB 234
provided a one year extension of the Alcoholic Beverage
Control Board. He pointed out that the board had a new
executive director who requires additional tinme to address
certain probl ens. The Legislative Budget and Audit
Conmittee will use the interim to review the issues and
return next year with a nore extensive board extension
bill. He nmentioned a House Conmttee Substitute (CS) where
the Labor and Conmerce Conmittee nmde two changes to the
bill. One change renpbves the executive director's voting
ability in the event of a tie. The other change alters
access to the statew de al cohol data base.

7:34:32 PM

PAT  DAVI DSQN, LEG SLATI VE AUDI TOR, LEG SLATIVE AUDI T
DI VISION, LEQ SLATIVE AFFAIRS AGENCY, explained that the
results of the audit indicated that existing admnistrative
i ssues persist. The board did not establish quantifiable
and objective enforcenent goals. The recomendati on was for
strategic placement of enforcenment activity. Mst other
recommendations were admnistrative in nature. She noted
i nprovenents made in the last six nonths under the new
executive director.
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7:35:31 PM

SB 234 Was HEARD and HELD in Commttee for further
consi derati on.

#sb279
CS FOR SENATE BILL NO. 279(FIN)

"An Act relating to regulation of residential nortgage
l ending, including the licensing of nortgage | enders,
nort gage brokers, and nortgage |oan originators, and
conpliance wth certain federal Ilaws relating to
residential nortgage lending; and providing for an
effective date.”

7:37:28 PM

SENATOR JCE PASKVAN explained that SB 279 brings Al aska's
nmortgage lending regulation act into conpliance with the
federal public law called the Secure and Fair Enforcenent
for Mrtgage Licensing Act otherwise referred to as the
SAFE act. Each state nuch issue the license through a
national process. He noted that the Alaska licensing is
performed through the nationw de nortgage |icensing system
and registry beginning August 1, 2009. The second conponent
of the safe act nandates that the United States Departnent
of Housing and Urban Devel opnent begins enforcing the
licensing aspect in addition to the registry conponents if
the state does not align wth federal standards. He
menti oned Page 5, Line 22, and Section 8, which changes
that the reference to "originator™ to "nortgage | oan
originator."” He noted Page 6 exhibits renewals changed from
bi annual to annual. He noted that Page 7, Line 5, Section
12 established that the permt fees wll be set in
regul ation. He added that Page 7, Line 10, Section 13
required 20 hours of pre-licensing education. Page 11, Line
1, Section 19 authorized the division to issue a
provi sional |icense. Page 13, Line 2, Section 23 omtted
references to paper licenses. He noted Page 14, Line 21,
Section 30 permts branch office registration. Page 16,
Line 7, Section 36 nodified the educational requirenments
from 24 hours every two years to 8 hours annually. Page 41,
Line 28, Section 85 allowed that finger print cards of the
nmortgage loan originator would be sent to the registry
rather than to the Departnent of Public Safety (DPS). He
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finished with Page 42, Line 2, Section 86 elimnated snall
nort gage | ender or originator exenption.

7:41:56 PM

Senat or Paskvan addressed the fiscal note, which includes
funding for one additional occupational |icensing position
at $65 thousand per year. An additional $3000 for cost and
supplies is associated wth the contractual position.
I ncreased travel costs are anticipated due to the increased
use of the internet. An annual nenbership fee for the
Ameri can Association of residential nortgage regulators for
$750 is due annually. Lastly a state background check fee
for the sum of $5,250, which the division nust advance
until the fee is collected from the licensee. Revenue is
expected to increase due to the expansion of the |icensee
definition to include Iloan nodification and servicing
conpani es. An increase in revenues is anticipated with this
system

Co- Chair Hawker asked if national prototype |anguage was
followed in the bill. He noted that the Departnent of Law
has been in contact through the process.

7:43: 49 PM

Representati ve Fai r cl ough stat ed t hat t he realtors
requested assistance of the |legislature in regulating
nortgage |licensing. She comended Senator Paskvan on the
| egislation. She requested nore information regarding the
exenptions. She asked about Page 4, Section 06.60.015
exenpti ons.

7:45: 02 PM

PATRICE WALSH, CH EF EXAM NER, DEPARTMENT OF COMVERCE
COVMUNI TY AND ECONOM C DEVEL OPNVENT responded to
Representative Fairclough's queries. She comrented that the
anendnents and exenptions have changed due to the nandates
in the SAFE ACT. Many exenptions in the current |aw are
thus elimnated. She noted that the banks and the credit
unions do not pertain as they are already regul at ed.

Co- Chair Hawker asked the professional opinion on the bill.
Ms. Wl sh stated t hat t he di vi si on supports t he
| egislation. She stated that Alaska will be the only state
that does not neet the SAFE requirenents, if the bill does
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not pass. The bill places all loan originators on a |eve
pl ayi ng ground.

7:47:37 PM

LORI HOVANEC, DIVISION BANKING AND SECURITIES (via
tel econference), appreciated the legislature's efforts. She
stated that the admnistration is in favor of the bill and
t he anmendnent.

JOHN  CARMAN, PRESI DENT, HOVE  STATE MORTGAGES (via
tel econference), testified in support of the |egislation.
He expressed appreciation for the division of banking.

Co- Chair Hawker asked if the support is contingent on the
amendnent. M. Carman stated that his personal support is
contingent on the anendnent.

7:50: 33 PM

Co- Chair Hawker asked if there was opposition to the bil
from the nortgage industry. M. Carman replied that others
who do not typically originate |oans are concerned about
the |icensing requirenent.

Co- Chair Hawker asked about the real estate brokerage
i ndustry. M. Carman stated that the industry was in
support of the bill and the anendnent.

7:51:57 PM

Co- Chair Hawker asked M. Walsh if she knew about any
objection fromany other industry. M. Wl sh answered no.

7:52:43 PM

Co- Chai r Hawker Moved Amendnent 1.
Vi ce- Chair Thonmas bj ect ed.

Senator Paskvan described the anendnent. He noted the

concern that a licensing issue mght trigger an wunfair
trade practices act, which could include treble danages.
The exclusion of those regulatory licensing issues was

requested. The anmendnent nmaintains the Alaska consuner
protection schene. He supports the anendnent and felt that
the industry's request was appropriate and reasonabl e.
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Ms. Walsh stated that the division is in favor of the
amendnent .

7:55:31 PM

Vi ce-Chair Thormas wit hdrew t he obj ecti on.

Co- Chair Hawker pointed out that the fiscal note is funded
by receipt services. M. Wil sh added that the $5000 fee
allows for the background check prior to licensing of the
nort gage brokers. She noted that application of |icensure.

Co- Chair Hawker asked how the information relates to the
fiscal note. Ms. Wil sh responded that the division nust up
front the cost to the DPS. Co-Chair Hawker asked if the
itemis included in the change of revenues |line. M. Wl sh
stated that the itemwas found in other receipts.

Co- Chair Hawker asked what drives the additional $500
thousand in state revenues. M. Wilsh responded that the
division is anticipating additional |icensees with the new
bill.

Ms. Hovanec explained that the $60 thousand in funding
source for other receipt services indicate that the

expenditures will be covered by other the receipt services.
She noted that the nove from a biannual to an annual fee
increases revenue. The addition of |licensing for |oan

nodi fication and servicing conpanies as well as additiona
i nternet business required increases.

Co- Chair Hawker wunderstood that enough revenues exist to
meet the increased cost shown as other receipt services.
Greater revenues are anticipated shown in the change of
revenues |ine.

LUANNE WEYRAUCH, DIVISION OF BANKING SECURITIES, stated
that the Departnent of Law supports the |egislation.

Vi ce-Chair Thomas MOVED to report HCS CSSB 279(FIN) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note. There being NO OBJECTION, it was
so ordered.
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HCS CSSB 279(FIN) was REPORTED out of Conmittee with a "do
pass” recomrendation and with attached previously published
fiscal note: FN1 (CED).

#sb220
CS FOR SENATE BILL NO. 220(FIN)

"An  Act relating to energy efficiency, ener gy
conservation, and alternative energy, to an energing
energy technology fund, to the lease of state land to
a public electric utility, to the Al aska heating
assistance program to state energy use data, to the
Sout heast energy fund, to nuclear energy production
and facilities, to the definition of 'power project'’
or 'project’ as it relates to rural and statew de
energy progranms and the Al aska Energy Authority, and
to the definition of ‘'alternative energy systen;
establishing an Al aska energy efficiency revolving
loan fund; directing the Departnent of Transportation
and Public Facilities to prepare a report on the
feasibility of wusing conpressed natural gas to power
vehicles in the state, including vehicles owned or
operated by the state, and including in that study, if
warranted, a pilot program proposal for powering sone
vehicles owned or operated by the state wth
conpressed natural gas; authorizing and relating to
the issuance of bonds by the Alaska Housing Finance
Cor por ati on; relating to a report regarding a
muni ci pal energy inprovenents financing program and to
an energy report by the Ofice of the CGovernor; and
providing for an effective date."

8:03:54 PM

SENATOR BI LL W ELECHOWSKI explained the bill, which he saw
as a prine exanple of bipartisan workmanship with a nodest
fiscal note of $624 thousand. He pointed out that the bill
will save the state noney over the long term The bill
provides an exanple of Ilowering energy costs by nmaking
sinple investnents. Businesses wll benefit from a new
interest |oan programthat will increase profitability.

SENATOR LESI L MCGUI RE conpl enment ed Representati ve
Fairclough for her work on the legislation. She highlighted
the policy passed from the house including the adoption of
Al aska Housi ng Fi nance Corporation's ( AHFC) ener gy
efficiency revolving loan fund. The veto on the stinulus
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noney was converted to $250 mllion in bonds for
capitalization of the fund. She nentioned changes in the
area of nuclear energy. Od references to nuclear energy
created a second | ayer of bureaucracy |leading to reflection
of statutes to allow nuclear projects to go forward through
the federal process. The energing energy technology grant
is one aspect of the bill capitalized at $2.3 mllion. She
mentioned the Low |Income Energy Assistance Program (LI HEAP)
whose benefits are linked to the price of oil. Wen the
price of oil soars, costs increase for Al askans. She
explained the need for a list of regulations from the
governor, directing the |egislature about the coordination
of the current plans, to avoid duplication. She discussed
the feasibility study on the use of conpressed natural gas.
The old alternative energy loan program is revised in the
| egi sl ati on.

8:15:11 PM

Vi ce-Chair Thonas expressed appreciation for the help from
Senator M@iire and the other legislators for visiting
Hai nes. He asked if there was allowance for general fund to
be used as a match in the energing technology fund.
Senator MQ@iire answered no. She explained that the fund
will be capitalized with the initial $2.3 mllion. The
grants will be awarded based on criteria.

M CHAEL POANLOWBKI, STAFF, LESIL MCGUIRE stated that there
is no prohibition against using general funds as matching
funds. He nentioned that the criterion for the awarding of
the grants was listed on Lines 4 through 15.

Vice-Chair Thomas stated that the comunity in Yakutat
woul d be supportive of the |anguage.

Co-Chair Stoltze recalled simlar past efforts.

Representative Gara comrended the bipartisan nature of the
bill.

Co- Chair Hawker asked M. Pawl owski to walk through the
fiscal notes.

STEPHAN  HAAGENSOQN, EXECUTI VE DI RECTOR, ALASKA  ENERGY

AUTHORI TY, stated that the inplenmentation is to support the
renewabl e energy fund. He noted that the energing
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technology fund allows production of areas |ike Yakutat
wi t h unt apped resources.

8:21:22 PM

SARA Fl SHER- GOAD, DEPUTY DI RECTOR, ALASKA ENERGY AUTHORI TY
cormented on the double counting of the fiscal note. She
noted that the Al aska Energy Authority (AEA) fiscal note
has the cost for the program while the AIDA fiscal note
i ncl udes i nteragency receipts.

Co- Chair Hawker stated that the duplicate appropriation is
noted in the fiscal note.

8:22:39 PM

MARY SORCKY, LEG SLATI VE LI ASON, DEPARTIVENT OF
TRANSPORTATI ON  AND PUBLIC FACILITIES, testified that the
Departnent of Transportation and Public Facilities (DOT/PF)
is asking for funding for one engineer architect who wll
lead the retrofit program for state buildings. The request
is for $90 thousand for the feasibility study for
conpressed natural gas for state vehicles. Co-Chair Hawker
asked if the outcones were desirable. M. Soroky replied
that the departnment believed that the revolving |oan
program will be beneficial to the nmunicipalities and state
government agencies that choose to access it.

Co- Chair Hawker asked that all agencies |ook through the
amendnents and the fiscal inpact.

Representative Gara asked if M. Soroky would be avail able
for future discussions. M. Soroky responded yes.

Co- Chair Hawker cl osed public testinony.

8:25:42 PM

SB 220 Was HEARD and HELD in Commttee for further
consi derati on.

#sb32
CS FOR SENATE BILL NO 32(FIN)

"An Act relating to nedical assistance paynents for
home and conmunity-based services and provision of

House Fi nance Conmmittee 51 04/ 15/ 10 9: 00 A M



personal care services in a recipient's hone; and
providing for an effective date."

8:26: 33 PM

SENATOR ELLIS, stated that the current rate system for the
home and comrunity based Medicaid services is broken. He
noted that Departnment of Health and Social Services (DHSS)

rel eased new regulations that mmc this bill. He opined
that the passage of SB 32 was necessary to fund the changes
and ensure that they will be maintained over tinme. Honme and
comunity based Medicaid services are the key to inproving
the quality of [life for seniors and <children wth
devel opnmental disabilities. He added that SB 32 creates an
equitable and predictable process for all long term care

providers. States with |long established high proportions of
home and community based services showed an overal

decrease in spending of 3 percent between 1995 and 2005
While honme and community based services are optional,
nursi ng hones are not.

8:29:41 PM

Senator Ellis pointed out that long term care is the
fastest growi ng segnent of the Medicaid budget. Gowh is
controlled by supporting hone and conmunity based services.

MAX HENSLEY, STAFF, SENATOR ELLIS, detailed a sectional
anal ysis. He noted that Section 1, Page 1 details the rate
review process. He pointed out that the rate clauses nust
be approved by the conm ssioner within the current cost
contai nment statutes. The cost surveys are prefornmed every
four years. He nentioned that Section 2 creates a report to
the legislature on the trends of those rates. He continued
that Section 3 repeals that report after 2014. He finished
with Section 4 including a delayed effective date of July
1, 2011 to allow the departnment to create methodol ogy for
t he cost surveys.

8:31: 33 PM

Representative Gara noted that a person nust be nursing
home eligible in order to receive the conmunity based
services. Senator Ellis responded that hospitals and
nursing hones already receive rate review and cost
i ncreases under current statute. Home and conmunity based
services are the nost humane, cost effective, and | east
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restrictive form of care. The legislation seeks to address
the defective piece of the system

M. Hensley stated not all persons who receive hone and
community based services would be eligible for nursing
homes. The vast difference in cost between institutional
care and home based services greatly outweighs the |arger
nunber of peopl e receiving waiver services.

Representative Fairclough asked about Page 2, Lines 9 and
10 and the reference to market basket data. M. Hensley
responded that market basket data was the standard hone
health inflation rate. Last vyear's projection was 2.8
percent and this year's is 2.1 percent.

Representative Fairclough noted that Page 2, Line 1 and the
reference to paynent established, the word "of" requires
del eti on.

Vi ce-Chair Thomas asked if the bill addresses personal care
attendants. He wondered if a convicted felon would be
eligible as a personal care attendant.

8:35:14 PM

GWNEN LEE, ALASKA ASSOCI ATI ON ON DEVELOPMENTAL DI SABI LI TIES
(via teleconference), stated that she is a provider who
offers care to children and adults with disabilities. She
testified in support of the legislation. She noted the
inequities in the system where the nursing honmes and
hospitals receive the regular rate review, however, the
providers in the home and comunity based system are
critical to the system

8:38:11 PM

EM LY ENNI S, ALASKA ASSCCI ATI ON ON DEVEL OPMENTAL
DI SABILITIES (via teleconference), echoed the testinony of
Gwen Lee. She noted that the support is critical to the
long termcare systemin Al aska. She urged support.

Co-Chair Stoltze closed public testinony.

Senator Ellis thanked the commttee for the help.

SB 32 Was HEARD and HELD in Conmmittee for further
consi derati on.
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#sb139
CS FOR SENATE BILL NO. 139(FIN)

"An Act establishing an enploynent incentive program
for certain health care professionals enployed in the
state; and providing for an effective date."

SB 139 was SCHEDULED but not HEARD

#sb174
CS FOR SENATE BILL NO 174(FIN)

"An Act relating to the Al aska scholars program
adm ni stered by the Board of Regents of the University
of Alaska and to scholarship information; repealing
provi si ons rel at ed to Uni versity of Al aska
schol arships; relating to the Al askAdvantage Educati on
Grant Program and relating to professional student
exchange program availability; and relating to
exenptions from the conditions for |oan repaynent
under the nedical education program”

SB 174 was SCHEDULED but not HEARD

#sb258
CS FOR SENATE BILL NO 258(L&0C)

"An Act prohibiting health care insurers that provide
dental care coverage from setting fees that a denti st
may charge under a preferred provider contract for
dental services not covered wunder the insurer's
policy, and relating to preferred provider contracts
bet ween insurers and dentists.”

SB 258 was SCHEDULED but not HEARD

#
ADJ OURNIVENT

The neeting was adjourned at 8:40 PM
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