SENATE FI NANCE COWM TTEE
April 7, 2010
9:12 a. m

9:12:41 AM

CALL TO ORDER

Co-Chair Stedman called the Senate Finance Commttee
nmeeting to order at 9:12 a.m

VEMBERS PRESENT

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

Senat or Denni s Egan

Senat or Donny O son

Senat or Joe Thomas

VEMBERS ABSENT

None

ALSO PRESENT

M chell e Sydeman, Staff, Senator W el echowski; Esther Cha,
Staff, Senator McQuire; Dave Shaftel, Attorney, Consultant;
Denise Liccioli, Staff, Senator O son; Ward Hurl burt, Chair
Health Care Conmm ssion, Departnment of Health and Soci al
Servi ces; Laurie Herman, Director Government Affairs,
Provi dence; Senator Hollis French.

PRESENT VI A TELECONFERENCE

Dave Shaftel, Attorney, Consultant; Douglas Blattmachr,
President of Alaska Trust Conpany; Sonia Handforth Kone,
President, Alaska Primary Care Association; Pat Luby,
Advocacy Director, Anerican Association of Retired Persons;
Matt Wallace, Executive Director, Al aska Public Interest
Research G oup.

SUMVARY

SB 63 TRANSFER RESTRI CTI ONS ON TRUSTS
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SB 172

SB 184

SB 208

SB 235

SB 301

HB 162

#sb208

SB 63 was HEARD and HELD in Conmittee for further
consi derati on.

ALASKA HEALTH CARE COWM SSI ON

SB 172 was HEARD and HELD in Conmmittee for
further consideration.

| NTERNET ACCESS TO LEG COMM TTEE MIGS

SB 184 was HEARD and HELD in Committee for
further consideration.

DNR STUDY ON NATURAL GAS

CS SB 208 was REPORTED out of Conmittee with a
"do pass" recomendation and with a new zero note
by the Senate Finance Commttee and a new zero
note by the Departnent of Revenue.

CHARTER/ ALTERNATI VE SCHOOL FUNDI NG

SB 235 was REPORTED out of Committee with a "do
pass” recomendation and with a new fiscal inpact
note from the Departnment of Education and Early
Devel opnent .

POWNER PRQJIECT FUND

SB 301 was REPORTED out of Commttee with a "do
pass” recomendation and with three previously
publ i shed zero notes: FN1 (DOT), FN2 (REV), FN3
(CED) and one indetermnate fiscal note: FN4
(CED) .

SQUTHEAST STATE FOREST

SCS HB 162 was REPORTED out of Commttee with a
"do pass" recommendation and with one previously
published zero note from the Departnent of
Nat ural Resources.

SENATE BI LL NO. 208
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"An Act requiring the Departnent of Natural Resources
to eval uat e current i ncentives and r ecomrend
addi ti onal i ncentives t hat woul d I ncrease gas
expl oration, developnment, and production in the Cook
Inlet sedinmentary basin; and requiring the Departnent
of Natural Resources to evaluate the nmeans by which
the departnment may explore for, purchase, and sel
natural gas fromnewy proved gas reserves in the Cook
I nl et sedimentary basin."

9:13: 02 AM

Senat or Thomas comented that the reference to gas from
Cook Inlet should incorporate a |large portion of the state
as the Railbelt region through to Fairbanks al so enjoys the
benefits of |ess expensive gas.

Co-Chair Hoffman MOVED to report CS SB 208 out of Commttee
wi th individual reconmendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.

CS SB 208 was REPORTED out of Commttee with a "do pass”
recommendation and with a new zero note by the Senate
Finance Comrittee and a new zero note by the Departnent of
Revenue.

#sb235
SENATE BILL NO. 235

"An Act relating to <charter school approval and
fundi ng. "

9:15:45 AM

Co-Chair Stedman discussed the fiscal note from Departnent
of Education and Early Devel opnment (DEED) for $150 thousand
in general funds to cover the <cost of adopting the
regul ati ons. He explained that the fiscal note was
nodi fi ed.

Senator Huggins commented that the legislation was the
initial step in allowing charter schools the opportunity to
have facilities. He expressed pride in his support of the
bill.
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Co-Chair Hoffman MOVED to report SB 235 out of Conmittee
wi th individual recommendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.

SB 235 was REPORTED out of Committee with a "do pass”
recommendation and with a new fiscal inpact note from the
Depart ment of Education and Early Devel opnent.

#sb301
SENATE BI LL NO 301

"An  Act relating to the power pr oj ect f und;
authorizing the Al aska Energy Authority to charge and
collect fees relating to the power project fund,
authorizing the Al aska Energy Authority to sell and
authorizing the Al aska Industrial Devel opnment and
Export Authority to purchase loans of the power
project fund; providing |egislative approval for the
sal e and purchase of |oans of the power project fund
under the nenorandum of wunderstanding dated February
17, 2010; and providing for an effective date.”

9:17: 25 AM

Co-Chair Stedman stated that the bill contains four zero
fiscal notes, two from the Departnent of Conmerce,
Community and Econom ¢ Devel opnment (DCCED) one from the
Department of Revenue (DOR) and one from the Departnent of
Transportation and Public Facilities (DOT).

Co-Chair Hoffman MOVED to report SB 301 out of Conmttee
with individual recommendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.

SB 301 was REPORTED out of Conmttee with a "do pass”
recommendation and wth three previously published zero
not es: FN1  (DQm), FN2  (REV), FN3  (CED) and one
i ndeterminate fiscal note: FN4 (CED).

#hb162
HOUSE BI LL NO. 162

"An Act establishing the Southeast State Forest and
relating to the Southeast State Forest; and providing
for an effective date."

9:18: 32 AM
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Co- Chair Stednman highlighted one zero fiscal note from the
Depart ment of Natural Resources (DNR).

Senator Huggins applauded the admnistration for their
proactive initiative. He hoped for the sustained sentinent
t hrough other areas of the state.

Co-Chair Hoffman MOVED to report SCSHB 162 out of Commttee
wi th individual recommendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.

SCS HB 162 was REPORTED out of Conmittee with a "do pass”
recommendation and with one previously published zero note
fromthe Departnent of Natural Resources.

#sb63
SENATE BI LL NO. 63

"An Act relating to transfer restrictions on trust
interests.”

9:19:48 AM

ESTHER CHA, STAFF, SENATOR MCGU RE, comrented on the state
trust laws. She explained that the trust business is a
multibillion dollar sector that often crosses state |ines
to take advantage of nore attractive state trust laws. In
1997, Al aska becane the first state to establish a |aw that
allows a person to form an irrevocable trust via
di scretionary beneficiary of the trust. She quoted the
docunent "What is a Trust" (copy on file). She continued
that SB 63 is part of an ongoing effort to nodernize trust
| aws. The nodernization wll create jobs and revenue to
diversify our econony naking Alaska attractive to trust
busi ness and i nvest nent.

9:24: 03 AM

Senator Huggins asked if a |oophole would open for
creditors if the creditor nust establish by clear and
convi nci ng evidence no intent to defraud.

Ms. Cha believed that the practice is standard anong
trust ees.
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DAVE SHAFTEL, ATTORNEY, CONSULTANT (via teleconference)
stated that there is an exception for a fraudulent
transfer. If an asset is transferred with the intent to
defraud creditors, then the court can set aside that
transfer. The trust ©provision addressed contains the
specific exception. The issue with our statute is that it
does not include the need for a creditor to establish or
satisfy in order to prove that the transfer was nmade wth
the intent to defraud. The clear and convincing standard is
universally used for fraudulent transfer. This provision
inserts into the statute what was previously an om ssion
clarifying the standard that the creditor nust show by
clear and convincing evidence that the transfer was
performed fraudul ently.

9:27:27 AM

Senat or Thomas asked about the standards. He asked to know
the next nost rigid or difficult to attain burden of proof
required of the person claimng they were intentionally
def r auded.

M. Shaftel responded that the standard used in litigation
is a preponderance of the evidence or 51 percent. The
standard is easier than clear and convincing evidence. The
law requires a nore stringent standard wth clear and
convi nci ng evi dence regardi ng fraudul ence.

Senator O son asked if the bill interferes with the sale of
assets within the trust.

M. Shaftel responded no. He stated that the trustee is the
owner of the assets with powers of sale and nmanagenent and
manages the assets for the beneficiaries of the trust. The
laws in place do not inhibit the powers unless the person
who set up the trust wants to ensure that a particular
asset remain in the trust permanently.

9: 30: 28 AM

M. Shaftel provided testinony. He commented that the bil

allows the state to bring trust laws up to speed. He noted
that the nentioned provisions have been enacted in other
states with simlar types of trusts. He opined that the
proposed legislation inproves the law in the area of
trusts. He stated that nost of his clients are Al aska
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residents who use this type of trust frequently. He urged
t he approval of the bill.

Senat or Thonas asked about t he trust and t he
diversification of Al aska' s econony. He wondered about a
potential study illustrating the inpact on the state's
econony.

M. Shaftel responded that recent testinony from trust and

bank officers stated a substantial increase in business
with large amounts of funds travelling through financial
institutions. He expressed awareness of mllion dollar

transactions in Alaska. He stated that the |egislation has
hel ped the econony wth other states choosing Al aska
because of our reputation for trust |aws

9:33: 56 AM

DOUGLAS BLATTMACHR, PRESI DENT OF ALASKA TRUST COWPANY (via
tel econference), testified in support of the |egislation.
He explained that the recently passed trust |egislation has
proven beneficial to the state while creating a nunber of
jobs. The state received an additional $3 mllion in life
i nsurance prem umtax because of outside trusts.

Co-Chair Hoffman comented that the legislation has one
zero fiscal note fromthe Departnent of Law.

SB 63 was HEARD and HELD in Commttee for further
consi derati on.

#sbl172
SENATE BILL NO. 172

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

9: 35: 46 AM

DENISE LICC OLI, STAFF, SENATOR OLSON, delivered the
sponsor statenent.

Alaska is currently facing serious healthcare cost,
access and quality issues. Between 1991 and 2005,
health care expenditures in our state nore than
tripled from $1.6 billion to $5.3 billion. Al levels
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of gover nment - - st at e, | ocal, and f ederal - are
affected, and Alaska's econony cannot sustain this
inflationary growh. The purpose of SB 172 is to
establish in statute the Al aska Health Care Conm ssion
to address the need for health care reform in our
state. The issue is conplex and broad in scope, and
cannot be dealt wth adequately unless we have a
permanent body to plan and follow through for |ong
range conprehensive health care reform

The two nost recent groups to work on the issue of
health care reform in Alaska, the Alaska Health Care
Roundtabl e  (2005) and the Alaska Health Care
Strategies Planning Council (2007), both recomend
that a permanent body be established to address the
problem of health care reform The Roundtable (which
met for 2 years) and the Planning Council (which net
for 6 nonths) recognized that the problemis too great
to be effectively addressed though a short-term ad-
hoc body.

The Al aska Health Care Conm ssion woul d be established
in the Departnent of Health and Social Services, and
woul d consist of a ten nenber body including public
officials and private citizens. Representatives from
both the executive and |egislative branches of state
gover nment are included, as well as citizens
representing the private business sector, the health
care conmunity, and consumers. Three nmenbers are to be
ex officio appointees from the |legislature and the

governor's office. The conposition and small size
woul d enable efficient and effective teamwrk and
deci si on- maki ng, whi | e bri ngi ng a bal ance of

vi ewpoi nts and perspecti ves.

The conmm ssion would provide its recommendati ons and
support the devel opnment of a statewi de plan to address
the quality, accessibility, and availability of health
care for all citizens of the State. A plan for reform
will be based on education, sustainability, managenent
efficiency, health care effectiveness, private-public
partnerships, research, personal responsibility and
i ndi vi dual choi ce.

Al aska's need for healthcare reform is pressing and

must be dealt with thoroughly and efficiently, with a
Il ong range view toward neani ngful and |asting change.
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The Alaska Health Care Conmission would play an
inmportant role in this process, and it is essential
that we meke it permanent as well as future issues
with Alaska's healthcare systems can be  better
anti ci pated, understood, and addressed.

9:40: 45 AM

Co-Chair Hoffrman asked why a permanent board is proposed
when t he adm ni stration per formns simlar wor k by
adm ni strative order.

V5. Li ccioli responded that the admnistrative order
establishing the healthcare comm ssion was tenporary.

Senat or Thomas asked if the university was considered for
board representation as they enploy nmany on the involved
wor k force.

Ms. Liccioli responded that the university was considered
along wth many other groups who would bring valuable
expertise to the conm ssion. She understood that the desire
was to keep the commssion small while including a wde
range of views and perspective.

9:42: 31 AM

WARD HURLBURT, CHAIR HEALTH CARE COWM SSI ON, DEPARTMENT OF
HEALTH AND SOCI AL SERVI CES, stated that the admnistration
supports the legislation. He coomented that the state | acks
af fordabl e health care services. Nationally, analysts state
that we spend 18 percent of gross donestic product on
health care services. Alaska spends approximately $6
billion a year on health care services. Every state is
overwhelmed by the increasing cost of Medicare. The
individuals on the current health care comm ssion have
united as a small working group with every nenber invested
and engaged. He commented on challenges presented by the
national health care reform comm ssion. He cited the need
for specific Al askan analysis as health care reform is
addr essed.

9:48:13 AM
Senator Egan asked if the commssion wll perform the
contracting for the ©projected funding. M. Hur | burt

responded that the funding is available through the fisca
not e.
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9:49: 08 AM

LAURI E HERMAN, DI RECTOR GOVERNMENT AFFAI RS, PROVI DENCE
HEALTH AND SERVICES testified in support of SB 172. She
echoed the comrents of Senator O son's staff.

9:50:18 AM

SONI A HANDFORTH  KQVE, PRESI DENT, ALASKA PRI MARY CARE
ASSCCI ATION (via teleconference) stated that the Al aska
Primary Care Association strongly supports the SB 172 for
the establishnment of the health comm ssion. She appreciated
the inclusion of a primary care physician seat; however,
the association feels that a primary care safety net seat
and nore specifically a community health center seat on the
commi ssion is inmportant. She advocated for community health
centers, which belong to a statewi de and nati onwi de system
and provide primary and preventative nedical care and case
managenent along with dental and behavioral health care
prevention and case managenent. Community health centers
have been shown to reduce Medicaid costs. She opined that a
designated conmunity health center seat, in statute is
t heref ore necessary.

9:52: 52 AM

PAT LUBY, ADVOCACY DI RECTOR, AMERI CAN  ASSOCI ATION  OF
RETI RED PERSONS (via teleconference) testified in support
of the legislation. He stated that SB 172 would extend the
life of the Alaska Health Care Conm ssion. Wth the recent
national action on health care, every state nust have a
group of experts who can determne how to nmake the federal
| egislation work. He advocated for extending the sunset
dat e.

Co-Chair Stedman nentioned one fiscal note from the
Departnment of Health and Social Services for $500 thousand
in general funds to cover the cost of operations in the
commi ssi on.

SB 172 was HEARD and HELD in Commttee for further
consi derati on.

#sb184
SENATE BI LL NO. 184
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"An Act relating to public access to legislative
commttee neetings during regular |egislative sessions
by Internet broadcast."”

9:54:13 AM

SENATOR HOLLIS FRENCH stated that the legislation allows
for webcans in every conmittee roomin the capitol allow ng
access to conmmttee processes by any citizen with a
conputer. He commented that that the |lack of today's gave

to gavel broadcast with seven key pieces of |I|egislation
heard by the committee provides the perfect exanple of the
need for the nentioned webcanms. He understood that the
Legislative Affairs Agency (LAA) supports the idea of
comm ttee webcans and have pursued an i ndependent procedure
for installation. He suggested placing the procedure in
statute allowing for continuity despite potential personnel
changes within the LAA

Co- Chair Stedman acknow edged the fiscal note from LAA for
$88 thousand in general funds. He stated that LAA has
sufficient funds to absorb the cost.

9:57:26 AM

MATT WALLACE, EXECUTIVE D RECTOR, ALASKA PUBLIC | NTEREST
RESEARCH GROUP (via teleconference) testified in support of
the legislation. He stated that the research group cares
deeply about the idea of open and transparent governnent.

Senat or French noted support from Arliss Sturgul ewski, Bill
Legere, the general manager of KTOO Broadcasting, the Gty
of Juneau, and the Al aska Comm ttee.

SB 184 was HEARD and HELD in Conmmttee for further
consi derati on.

#
ADJ OURNVENT

The neeting was adjourned at 9:59 AM
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