SENATE FI NANCE COWM TTEE
April 13, 2010
2:59 p.m

2:59:26 PM

CALL TO ORDER

Co- Chair Stednan called the Senate Finance Committee
nmeeting to order at 2:59 p.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

Jenni fer Senette, Staff, Representative Kur t d son,
Sponsor; Max Mertz, Alaska Board of Public Accountancy,
Juneau; Julie O son, President, Al aska Board of Public
Account ancy, Juneau; Tim Benintendi, Staff, Senator Donny
A son, Sponsor; Randy Bates, Director, D vision of Ccean
Managenent, Departnent of Natural Resources; Dan Easton,
Deputy Comm ssi oner, Depart nent of Envi r onnment al
Conservation; Edward S. Itta, Myor, North Sl ope Borough,;
Harold Curran, Chief Admnistration Oficer, North Slope
Bor ough

PRESENT VI A TELECONFERENCE

Lindsay Wlter, Departnment of Law, Steve Borell, Al aska
M ners Associ ation

SUMVARY

HB 315 PUBLI C ACCOUNTI NG
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HB 315 was heard and HELD in Conmittee for
further consideration.

SB 312 VESSEL PASSENGER TAX
SB 312 was schedul ed but not heard.
SB 4 COASTAL MANAGEMENT PROGRAM

SB 4 was heard and HELD in Commttee for further
consi derati on.

2:59:43 PM

#hb315
HOUSE BILL NO. 315

"An Act relating to public accounting; and providing
for an effective date."

Co-Chair Hoffman MOVED to ADOPT the SCS for HB 315, | abel ed
26-LS1380\R, Bannister, 4/12/10, as the work draft before
the comm ttee.

Co- Chair St edman OBJECTED.
Co-Chair Stednman explained the sections of the SCS. In

Sections 2 and 3, the SCS adds an executive secretary
position to the State Board of Public Accountancy. The

board is «currently struggling to fulfill its mssion
because of insufficient staff. The addition of this
position will enable the board to performits duties nore
efficiently. The position will be paid from |license fees

and i s supported by the Al aska Society of CPA's.

Co-Chair Stedman W THDREW his OBJECTION. There being NO
OBJECTION, it was so ordered.

JENNI FER  SENETTE, STAFF, REPRESENTATI VE KURT OLSQN,
SPONSOR, explained that the SCS for HB 315 was crafted with
the help of the Alaska Society of CPA's and with the State
Board of Public Accountancy and enjoys their support. She

knew of no opposition to the bill. It was passed in the
ot her body wunaninmously. Sone version of this [|egislation
has been passed in 45 states. The bill represents Al aska's
effort to bring accounting standards into line with the
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rest of the nation and keep Alaskan CPA's nationally
conpeteti ve.

Ms. Senette reported that the bill acconplishes several
things. It gives CPA's nobility, the ability of a |icensee
to gain a practice privilege outside of his or her
principle place of business wthout additional |icensing
and fees. An Alaskan CPA would be able to practice out of
state and vice versa.

Ms. Senette related that the bill provides for sinple
maj ority ownership. Under current |aw, Al askan accounting
firmse nmust be owned 100 percent by CPA's. Oher non-CPA
professionals would be able to have a mnority ownership.
The intent is to attract and retain qualified individuals.

3:04:49 PM

Ms. Senette described the third goal of the bill, which is
to enhance the board' s ability to protect the public
interest. The board will have automatic jurisdiction over
al | CPA's practicing in the state and address any

violations of its standards.

Ms. Senette said the bill also provides for an executive
secretary position to the board in order to enhance the
board's ability to performits crucial functions. The cost
of the position will be borne through an increase in CPA
i censing fees.

Ms. Senette pointed out that a board nenber was present.

Co-Chair Stedman noted one zero fiscal note from the
Depart ment of Comrerce, Conmunity and Econom ¢ Devel opnent.

3:07:29 PM

MAX MERTZ, ALASKA BOARD OF PUBLIC ACCOUNTANCY, JUNEAU,
i nt roduced hi nsel f.

Senat or Egan noted that M. Mertz' firmdid his taxes.
M. Mrtz related his six-year experience on the board. He
shared the difficulty of the board's ability to carry out

its mssion. The bill brings to the table the notion of a
practice privilege which will enhance the board's ability
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to govern. He agreed with the need for an executive
secretary.

3:11: 08 PM

JULI E OLSQON, PRESI DENT, ALASKA BOARD OF PUBLI C ACCOUNTANCY
JUNEAU, echoed M. Mertz's comments of support.

Senator O son asked if the bill would have any effect on
smal | er busi nesses.

Ms. Senette reported receiving only positive feedback from
firms of all sizes. She thanked the conmittee for hearing
the bill.

HB 315 was heard and HELD in Commttee for further
consi derati on.

3:13:13 PM

#sb312
SENATE BILL NO. 312

"An Act providing for a reduction in the excise tax to
$34.50 for a passenger for each voyage on a comerci al

passenger vessel; providing for a reduction in the
state excise tax inposed on a passenger on a
comerci al passenger vessel by the ampbunt of tax on a
passenger traveling on a conmercial passenger vesse

inposed by a nunicipality that does not elect to
receive an appropriation of a portion of the proceeds
from the state tax; authorizing an appropriation from
the proceeds from the excise tax inposed on a
passenger on a conmercial passenger vessel for state-
owned infrastructure to properly provi de for
commercial vessel or passenger visits; requiring a
muni ci pality receiving funds appropriated from the
excise tax inposed on a passenger on a conmercial

passenger vessel to use the funds to inprove port and

har bor facilities and ot her services and
infrastructure to properly provide for comrercia
passenger vessel or passenger visits; limting the

reduction for the excise tax inposed by a nmunicipality
on a passenger on a comercial passenger vessel to
$17.25 a passenger for each voyage; requiring the
Departnent  of Conmmer ce, Communi ty, and Econom c
Devel opment to prepare and submt a report on the
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needs of communities to safely and efficiently host
passengers subject to the state tax inposed on a
passenger on a conmmercial passenger vessel, and to
sumari ze the extent to which appropriations from the
state tax have been used to defray the costs of
meeting those needs; elimnating the authority to
appropriate funds received from the excise tax inposed
on a passenger on a comrercial passenger vessel to an
area of the state that is not one of the first five
ports of call in the state for a conmercial passenger
vessel carrying a passenger subject to the state
excise tax inposed on a passenger of that vessel; and
providing for an effective date."

SB 312 was schedul ed but not heard.

#sbh4
SENATE BI LL NO. 4

"An Act relating to the Al aska coastal nmanagenent
program and establishing the Alaska Coastal Policy
Board. "

Co-Chair Hoffrman MOVED to ADOPT the CS for SB 4, |abeled
26-LS0019\'S, Cook, 4/10/10, as the work draft before the
commi ttee.

Co- Chair Stedman OBJECTED.

3:13: 53 PM

Senat or Donny O son, Sponsor, explained the need for a bill
dealing with the Alaska Coastal Managenent Board. He
t hanked the mayor of the North Sl ope Borough for appearing
at the neeting.

TI'M  BEN NTENDI , STAFF, SENATOR DONNY  OLSON, SPONSOR
referred to Version S of the bill. He explained that
coastal zone managenent is a big issue. Version S is a
product of the sponsor and several supporters of the
| egi sl ation.

3:15:43 PM

M. Benintendi explained the changes in the bill. Section 1
allows the governor to appoint four coastal district board
menbers and an alternate w thout coastal district approval.
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The conmm ssioners would continue to serve on the board
totaling nine people appointed by the governor. Section 4
renmoves a provision for board consultation with federal
agencies. Section 5 is a grammatical correction. Section 9
removes the term "prescriptive and performance based”
regardi ng enforceable policies. The term "contenporary and
traditional” is also renoved. The term "areas that nerit
special attention" replaces the term "special managenment
areas" in several places. The word "on" replaces "upon".

M. Benintendi continued to say that Section 10 clarifies
the role of the board in approving regulation changes. The
term "areas that merit special attention"” replaces the term
"special managenent areas". Section 11 clarifies that
regulations for district plan criteria cannot require
designation of areas as a precondition for establishing
district enforceable policies. Section 14 clarifies that
enforceabl e policies cannot conflict with state statute or
regul ati ons.

3:19: 33 PM

M. Benintendi explained that Section 19 renoves the
proposed provision to allow reviews inland of the coastal
zone and renoves the term "and water". Section 23 adds a
new subsection to clarify that draft permts cannot be
required before the start of an ACMP consistency review
Section 30 rempves Section 30 from SB 4 to AS 46.40.190
regardi ng cooperative admnistration. Section 31 renoves
language in the existing definition "coastal resource
district" regarding boroughs that do not exercise plan and
zoning authority. Section 35 adds new |anguage to the
definition of project that allows ACMP reviews of proposed
f eder al rul es, i ncl udi ng pr oposed rul es regar di ng
endangered species. This nay be a new way to chall enge the
Endanger ed Speci es Act.

M.  Beni nt endi reported that Section 36 renoves the
proposed new definition for "special mnagenent areas".
Section 37 renoves the repeal of the existing definition of
"areas that nmerit special attention". Sections 38 and 39
both repeal provisions in CH 31, SLA 2005 that repealed
t he coastal managenent programin 2011

3:22: 54 PM
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Co- Chair Stednman W THDREW his OBJECTI ON to adopting Version
S. There being NO OBJECTIQN, it was so ordered.

Senator O son pointed out the nunber of nmjor concessions
considered by the bill's sponsor.

Co-Chair Stedman noted two new fiscal notes, one from the
Departnment of Natural Resources (DNR) for $165,000 in
general funds to cover the cost of travel and supplies for
the Coastal Policy Board as well as contractual funds for
DNR to draft regulations, and one from the Departnent of
Envi r onnment al Conservati on ( DEC) for $118, 700 in
i nteragency receipts for one additional person needed to
serve as DEC s Coastal Managenment Program Coor di nator.

3:25:01 PM

RANDY  BATES, Dl RECTOR, DVISION OF OCEAN MANAGEMENT,
DEPARTMENT OF NATURAL RESOURCES, stated that the departnent
has serious issues with SB 4, especially Version R

Co-Chair Stedman pointed out that the comittee was
considering Version S, not Version R and asked M. Bates
if he was prepared to address the substantial changes in
that version. M. Bates responded that he had just been
given a copy of Version S and has had a limted anount of
time to review it. He noted that after a quick review of
Version S, the changes nade do not alter the departnment's
maj or concerns.

Co- Chair Hof fman expressed frustration about a letter from
DNR dated April 13 which he only received today. He said
the departnent's letter offered no solutions or "fixes". He
suggested that the departnent cone up wth sonething
positive so that issues in rural areas can be resolved. He
enphasi zed that rural Alaskans wish to be partners in
decisions that affect their daily lives. He maintained that
DEC does not want to share in decision-naking regarding
coastal zone issues. He enphasized that the coastal zone
regulations would be expiring shortly. He strongly
request ed positive suggestions, not obstacl es.

M. Bates responded that the departnent's concerns are
substantial and the governor has spoken to these issues
several times. He stated that it is the departnent's
position that rural districts currently have an opportunity
to have input through coastal managenent. The coastal
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programis a state programthat is based on state decision-
maki ng that takes into account |ocal influence and input.
Coast al districts do have an opportunity to provide
comments during the consistency review of a project. They
do have enforceable policies that they could apply. The
bill deals with changing the input of Ilocal control. The
governor has stated that for those projects that are of
significant interest to the state and have significant
economc or other interests to its collective residents, a
| ocal conmunity should not have veto authority over those
projects and preclude devel opnent that is of great interest
to the rest of the state.

M. Bates maintained that SB 4, as proposed does not
provi de a reasonabl e bal ance, which is why the departnent
has not provided solutions to nodify the bill. He noted the
sunset provisions under AS 44.66.020 and AS 44.66. 050, and
suggested that the legislative hearing process be followed
related to those sunset provisions. At the hearing process
the departnent should denonstrate an ability to inplenent a
successful coastal program and identify proposed statutory
regul atory changes that would benefit the public's
interest. He referred to today's letter which highlighted
hi s position.

3:32: 24 PM

Co-Chair Stedman commented that four of the conmttee
menbers have significant coastal areas in their districts
and stressed the inportance of this issue. The dial ogue
over past weeks led to the request that the bill sponsor
consi der anmending Version R of the bill in order to address
concerns that were brought forward. He voiced concern that
the departnent is not interested in dealing with the matter
until next year. He clarified that the goal, as policy
maker s, is to dimnish the strife between coasta

communities and the departnent. He was concerned that the
department was not interested in working to solve the
i ssues. He asked if the departnent would |ook at Version S
and conme back to the table with suggestions.

M. Bates stressed the inportance of the witten testinony
whi ch contains concerns by the Departnent of Law, the
Depart ment of Envi r onnment al Conservati on, and t he
Departnment of Natural Resources. He said his departnent
woul d go back and take another |ook and report back to the
conmittee.
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3:35: 09 PM

Co-Chair Stedman noted that the departnent's letter is not
in the packet.

Co-Chair Hoffman related that the biggest concession the
sponsor made is in Section 1. He took issue with the change
in Section 1 that lets the departnent pick its own team He
accused the departnment of having stalling tactics even
t hough they are given a w nning hand.

3:37:54 PM

Senator Thomas pointed out the interior's diverse economc
interests. He observed that the board seens to be taking
precedence over the departnent. He raised an issue about
the permtting process and how permts mght be affected by
coastal managenent concerns such as water quality.

M. Bates replied that the Coastal Mnagenent Program does
not get involved with water quality enforcenent on an
interior project unless it is a federal agency activity
such as a BLM Forest Service tinber sale.

M. Bates addressed Senator Hoffman's concern by expl aining
existing federal and state policies. He gave exanples of
enforceable policies under SB 4, Version S, that conflict
with the state.

3:42:12 PM

Senator Thomas restated the question about water quality
issues along the coast. M. Bates clarified that the
current program as proposed in SB 4 elimnates the
possibility of consistency review under the ACWMP for an
activity that is inland of the coastal zone. The reason is
that in 1978 the coastal zone boundaries were |imted.
Alaska has an inland boundary that s biophysically
defined. The departnment does not see a need to review the
boundari es.

AT- EASE 3:45: 05 PM
RECONVENED 3:57:41 PM

Co-Chair Hoffman asked if M. Bates had any nore
information to share. M. Bates offered to review Version S
and report back to the commttee.
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Co- Chair Hof fman enphasi zed that the departnment's last tine
frame was unacceptable. He suggested that the departnent
come up Wwth suggestions by tonmorrow norning. M. Bates
offered to respond by tonorrow.

Co- Chair Hof fman understood that the governor would pick
board nmenbers as a mmjor concession found in Version S of
the bill.

4:00: 24 PM

Senator O son pointed out that the governor received the
bill only yesterday. He doubted that the tine frame would
be met by the departnment. M. Bates said he had not
received a copy of Version S until today's neeting. A quick
conparison of Versions R and S showed a continuation of
substantial problens. He restated the departnent's concern
about the authority and purview of district coasta
policies. It is not a question about who approves the
enforceable policies, but the substance of those policies
that is the sticking point. He said he would respond wthin
the tinme frame request ed.

4:03: 06 PM

DAN EASTON, DEPUTY COW SSI ONER, DEPARTNMENT OF
ENVI RONVENTAL CONSERVATI ON, reported that DNR is not alone
wi th concerns about Version S, which he had also not seen
until today's neeting. He said DEC s concerns had to do
with the DEC "carve out", which the last CS renoved. He
said he woul d al so get back to the commttee.

Co- Chair Hoffnman requested addressing the concerns of the
state while including rural areas.

4:04:51 PM

LI NDSAY WOLTER, DEPARTMENT OF LAW (via teleconference),
voi ced concern about Version R She said she has only
recently seen Version S. She highlighted | egal concerns in
sections common to Version R and S. She began with Section
3 where the departnent nay adopt regulations approved by
the board and the board would be responsible for approving
the coastal nmanagenent regul ations, coastal district plans,
and the enforceable policies developed by coastal
districts. She maintained that it was a significant anount
of woirk for nine board nenbers, of which four are
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commi ssioners with full schedules. It nakes it difficult to
have a quorum and abolishes the ability to wite energency
regul ati ons.

4:07:35 PM

Ms. Wolter turned to Section 11, which permts the board to
devel op procedures and guidelines for consultation and
coordination wth federal agencies nmanaging land or
conducting activities potentially affecting coastal areas.
She maintained that negotiations wth the federal
governnent should not be conducted by the board, but rather
by the state, as it would infringe on the governor's
executive powers. Section 13 also has a problem with the
mandate for a consensus because there is no definition of
what "consensus" neans. There is also lack of transition
| anguage in the bill, neaning that it is unclear what would
happen with the existing district plans and regul ati ons and
if they would remain in effect pending approval of new
pl ans and regul ati ons.

4:09: 25 PM

Ms. Wolter reported that the Departnent of Law would have
to get federal approval by NOAA for any new coasta
managenent plans. That would also require transition
| anguage, which the departnent could provide. She concl uded
that there could be additional concerns in Version S;
however, she has not had tine to study it.

Co- Chai r Stedman requested that MVs. VWl t er provi de
recommendati ons for | anguage changes by noon tonorrow. Ms.
Wl ter agreed to do so.

4:11: 03 PM

EDWARD S. ITTA, MAYOR, NORTH SLOPE BOROUGH, spoke in
support of the bill. He said that since the governor would
appoint the board nenbers that should take care of nany
concerns. He pointed out that |ocal districts would have a
voice with the board in place. He said the CS elimnates
the inclusion of inland areas and includes additional
protection so that coastal policies cannot conflict wth
state or federal law. The bill clarifies that draft permts
are not needed to start the consistency review process. It
al so deletes "and OCS waters" to avoid confusion about the
inclusion of any new areas or activities under this bill

There is a new section confirmng that proposed federal
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rules on critical habitat designations are revi ewabl e under
ACMP.

4:13: 54 PM

HAROCLD CURRAN, CHI EF ADM NI STRATI ON OFFI CER, NORTH SLOPE
BOROUGH, addressed one question, whether or not federal

Endangered Species Act activities affecting coastal zone
areas are subject to consistency. He nmintained that they
are subject to consistency. The state gets to nmake
determ nations about the consistency of federal actions
within the coastal zone and those that affect the coasta

zone. The state argues that local districts will have the
power to veto state and federal statutes and regul ations.

The standard for state consistency standards does not use
the word "veto" or indicate that there can possibly be a
veto of weither federal or state |aw under coastal zone
managenent. It gives the state the ability to influence how
the federal government carries out its regulations. It is
an extension of state power, not a reduction. He noted that
it applies to the Endangered Species Act and is a val uable
authority for the state. He called it an exanple of how the
state shoul d enbrace coastal zone managenent.

4:16: 14 PM

STEVE BORELL, ALASKA M NERS ASSCCI ATl ON (via
tel econference), referred to a letter provided to the
commttee. He thought that the S version corrected sone
probl ens; however, he could not support the bill because
concerns remain.

Co- Chair Stednman asked for a list of concerns. M. Borel
agreed to provide them

AT- EASE 4:18: 09 PM
RECONVENED 4:32:17 PM

Co- Chair Stednman requested | anguage changes to Version S by
noon t onorr ow.

#
ADJ OURNIVENT

The neeting was adjourned at 4:34 PM
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