HOUSE FI NANCE COW TTEE
February 22, 2011
1:36 p.m

1: 36: 31 PM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Conmmittee neeting
to order at 1:36 p.m

VEMBERS PRESENT

Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Co-Chair
Representati ve Anna Faircl ough, Vice-Chair
Representative Ma Costello
Representative M ke Doogan

Representati ve Bryce Edgnon
Representative Les Gara

Representative David Cuttenberg
Represent ati ve Reggi e Joul e

Representati ve Mark Neuman
Representative Tanme W/ son

VEMBERS ABSENT

None

ALSO PRESENT

Representative Cathy Minoz, Sponsor; Representative Bob
Lynn, Sponsor; Representative Lance Pruitt, Sponsor; Kendra
Kl ost er, Staff, Representati ve Cat hy Munoz; Jerry
Luckhaupt, Assistant Revisor of Statutes, Legislative Legal
Servi ces; Kate Burkhart, Executive Director, Advisory Board
of Alcoholism and Drug Abuse, Departnent of Health and
Soci al Services; Thomas Reiker, Staff, Representative Bob
Lynn; Mark Davis, Econonic Developrment Oficer, Al aska
| ndustrial Devel opnment and Export Authority.

PRESENT VI A TELECONFERENCE

Oin Dym Forensic Laboratory Manager, Departnent of Public
Safety Scientific Crinme Detection Lab; Witney Brewster,
Director, Division of Mot or  Vehi cl es, Department  of
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Adm ni strati on; Erling Johansen, Assi st ant At t or ney
Ceneral, Departnment of Law, M. Jeffrey Mttman, Executive
Director, Anerican Civil Liberties Union of Alaska, M. Ted
Leonard, Executive Director, Alaska Industrial Devel opnment
and Export Authority.

SUWARY

HB 7 SYNTHETI C CANNABI NO DS AS SCHEDULE |1 A
HB 7 was HEARD and HELD in commttee for further
consi derati on.

HB 3 REQUI REMENTS FOR DRI VER' S LI CENSE

CSHB 3 (STA) was REPORTED out of committee with a
"do pass" recomendation and wth previously
publ i shed zero inpact note: FN1 (DQA)

HB 119 Al DEA: PROCUREMENT; PRQIECTS
CSHB 119 (EDT) was REPORTED out of conmittee with
a "do pass" recommendation and wth previously
publ i shed zero inpact note: FN1 ( DCCED)

HB 19 SPECI AL REQUEST LI CENSE PLATES
HB 19 was SCHEDULED but not HEARD

1: 37: 30 PM

#hb7
HOUSE BILL NO. 7

"An Act classifying certain synthetic cannabinoids as
schedule 11 A controlled substances; and providing for
an effective date."

REPRESENTATI VE CATHY MJUNQZ, SPONSOR, discussed CSHB 7
(JUD). She delineated that synthetic cannabinoids were
mat eri als that contained hallucinogenic chemcals that were
sprayed on leafy plant material. The materials were sold on
the internet and in stores under a variety of nanes
including K2 and Spice. To increase popularity and
di stinguish the product from drugs such as LSD, the
products were marketed as a synthetic marijuana or incense.
She had first heard about Spice or K2 from the parent of a
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boy who had experienced a serious adverse reaction to the
drug. She explained that within nonents of inhalation the
young man experienced severe vomting, loss of reality, the
inability to walk and tal k, and violent outbursts. She read
an excerpt froma letter witten by the young man:

"I only had a small anpbunt and in less than two
mnutes | was losing nmy perception of what was real in
every way. | lost control of ny legs and | couldn't
wal k. | couldn't talk. | can remenber thinking to
nyself that | wasn't going to cone out of this
craziness and this mght be how | end up dying. |

remenber telling ny brother to call 911 and going to
the hospital."

Representative Munoz relayed that many simlar stories had
surfaced since her office began working on the bill and
that many states had enacted bans on the rmaterial

Synthetic cannabinoids were relatively new to the United
States and were manufactured in China and Europe. GCermany,
Sweden, Russia and England had all banned the substance.
G ven the accessibility of the substance, its |ow cost, and
its difficulty to drug test, popularity was increasing in
the U S., particularly anong the youth population. She
expl ained that the herbal and chem cal conmpounds comonly
produced a reaction simlar to marijuana. The original
legislation would have <classified the substances as

schedule I1A  which included conpounds that contained
hal | uci nogeni ¢  subst ances. Wth the advice of t he
Departnment of Law (DCOL), the bill was anmended to classify
certain synthetic cannabi noids as schedule IIl1A controlled

subst ances. She asked a nenber of her staff to describe the
legislation in detail.

1:40: 51 PM

KENDRA  KLOSTER, STAFF, REPRESENTATI VE =~ CATHY  MUNQZ,
expl ained that they had worked with DO.L and Legislative

Legal to classify the product as a schedule II1A controlled
substance. Qher synthetic THCs [tetrahydrocannabi nol s]
fell under the Il11A category. The bill listed the different

chem cal conpounds of the synthetic THC contained in the
product that were determined by the DEA [Drug Enforcenent
Agency] and research conducted in other states. The
Municipality of Anchorage supported the Ilegislation and
already had a ban on the substance. Sergeant Robert
Thonmpson of the Fairbanks Police Departnent had provided a
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witten statement expressing the departnment's support of
the bill (copy on file). The departnment had experienced a
problem wwth a driver who had been under the influence of
K2 and had experienced seizures. The departnent had been
unable to charge the driver wwth an offence as the product
was  not classified as a controlled substance. The
| egislation was also supported by many constituents, the
Advi sory Board on Al coholism and Drug Abuse, the WMat-Su
Substance Abuse Prevention Coalition, the Alaska Peace
O ficers Association, the Al aska Association of Chiefs of
Police, and the Wnen Police of Al aska.

Co-Chair Stoltze informed the conmmttee that technical
questions about the classification of the substance could
be directed to the Departnment of Public Safety Scientific
Crime Detection Lab (SCDL).

Representative Gara wondered if the effects of K2 or Spice
resenbl ed those of marijuana or hashish and whether the
penalty should be simlar to one of those substances.

ORIN DYM FORENSI C LABORATORY MANAGER, DEPARTMENT OF PUBLIC
SAFETY SCI ENTI FI C CRI ME DETECTION LAB (via tel econference),
was not a toxicologist and could not speak to the effects
of the substances. He explained that synthetic conpounds
were not natural products and had to be synthesized and
that K2 or Spice was definitely a synthetic or "designer”
drug. Marijuana was a plant material that naturally
excreted THCs. He could not speak to how the product shoul d
be specifically classified.

JERRY LUCKHAUPT, ASSI STANT REVI SOR OF STATUTES, LEQ SLATI VE
LEGAL SERVICES, infornmed the conmmttee that the Judiciary
Committee had placed the synthetic THCs in with the other
classified THCs. Currently schedule II11A drugs included
natural THC, the active ingredient in marijuana; and three
synthetic THCs. The commttee elected to place the drugs
under the sane category given their simlarities and sane
cl assification.

Representative Gara asked about the penalty for a first
conviction. M. Luckhaupt replied that the penalty for
distribution or manufacturing was a felony. There was no
maj or difference between schedules I, 11, and I1Il related
to penalties for the mnufacturing or delivery of a
substance. Possession could be either a felony or a
m sdeneanor, dependi ng upon the anount of the substance. He
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explained that for schedule |1l substances the possession
of less than three grams was a m sdeneanor and above three
grans was a felony. The possession of a schedule Il drug
was a felony in any anount.

1:47:12 PM

Representative Gara asked how three grans conpared to the
size of a marijuana joint. M. Dymresponded that a typical
marijuana cigarette weighed approxinmately 0.3 granms or one-
third of a gram and that three granms equal ed approxi mately
nine to ten hand-rolled cigarettes.

Representative Cuttenberg wondered how the substance was
manufactured. He asked whether an organic product or
chemcals for a lab were required to nake the substance
M. Dym responded that the process involved an exotic
chem stry that required quite a bit of know edge, skill
and equipnent. The process was not a typical backyard
"cl andesti ne" operation.

Representative (Quttenberg asked whether there was a
specific source that provided nost of +the product to
Alaska. M. Dym replied that he did not have specific
det ai | and that previous testinony had traced the
production to a couple of overseas conpanies.

Representati ve Neuman asked what the prison sentence would
be for the possession of 3 grams. M. Luckhaupt responded
that the penalty for a class A m sdeneanor was up to one
year in jail and that the maxi mum sentence for a class C
felony was up to 5 years in prison. There was no
presunptive term for a class C felony and typically a
person who was convicted would receive a prison sentence of
| ess than one year.

Representati ve Neuman asked about the typical sentence for
three granms of marij uana.

Co-Chair Stoltze noted that DOL and the Al aska Court System
could probably provide nore precise information. He had
hoped to nove the bill out of conmttee but there had been
sever al fiscal note questions raised by Legislative
Fi nance.
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Representative WIson asked how a police officer would be
able to test whether a driver was under the influence of K2
or Spi ce.

Ms. Kloster replied that police departnments woul d determ ne
how tests should be conducted. She explained that the drug
i npacted people nmuch differently than al cohol did. Current
drug testing nethods were not able to pick up K2 or Spice
and tests for the drug were nore invasive than tests for
al cohol .

Representative W/Ison wondered whether a blood test would
be a reliable nmethod to determne that a person was under
the influence of the drug. M. Luckhaupt responded that the
prosecution of a person who had been under the influence of
a controlled substance was always problematic. Prosecutors
attenpted to prove a person's altered state based other
factors such as, possession of drugs, a person's actions

and a blood test taken at the tinme of the offence. He
rel ayed that currently a test was not available that would
reveal the drug. The reason the person in Fairbanks
admtted that he had taken the drug was because it had not
been ill egal .

1:54: 35 PM

Representati ve WIson wondered whether prosecution would be
based on the possession of the substance rather than on its
i ngestion. M. Luckhaupt replied that proof that a person
was driving under the influence (DU) would still be
required. He comrunicated that it was difficult but not
inpossible to <convict a person for being under the
i nfluence of a controlled substance.

Representative Gara believed that in previous years the
| egi slature had classified too many things as felonies. He
stated that a m sdeneanor was a serious crine and was the
appropriate crinme level in sonme cases. He was concerned
about the practice of adding non-violent crinmes to the
felony list. He wondered whether there was a way to nake
the distribution of a significant amount of the drug a
felony and to nmake the possession of a small anount a
m sdeneanor.

M. Luckhaupt responded that the Judiciary Conmttee tried

to reduce the penalty so that the possession of a snall
anmount would result in a msdeneanor. The distribution and
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sale of a schedule Il substance was always a felony. The
sale of a schedule IVA substance would result in a
m sdeneanor. He stated that dropping the level to a
schedul e | VA woul d be problematic given that normal THC and
the existing three synthetic THCs were <classified as
schedul e 11l substances.

Representative Gara asked whether it was possible for
distribution to remain a felony and for the possession of
nore than three grans to be classified as a m sdeneanor.

M. Luckhaupt answered in the affirmative. He explained
that a fourth or fifth degree of misconduct involving a
controlled substance could be created and that a specific
| evel could be specified for the synthetic THCs.

Representative Gara discussed that felony charges would be
fought nmuch harder than m sdenmeanor charges and that it was
inmportant to factor in the fairness and the costs of jai
time, and prosecution.

Co-Chair Stoltze opened public testinony.

Vice-Chair Fairclough MOVED to ADOPT CSHB 7 (JUD) 27-
LS0044\ T.

KATE BURKHART, EXECUTIVE D RECTOR,  ADVI SORY BOARD OF
ALCOHOLI SM AND DRUG ABUSE, DEPARTMENT OF HEALTH AND SOCI AL
SERVI CES, discussed that the board was created by statute
to advise the executive and |egislative branches on issues
rel ated to substance abuse. The board was | ocated under the
Department of Health and Social Services but did not speak
for the departnment. She voiced the board' s support of the
| egislation. She delineated that the chemcals used in K2
were created as part of a federally funded research project
that studied the effects of THC on the human brain. The
product was made in a highly sophisticated lab and was
never intended for human consunption. The reported effects
of the product were not simlar to naturally occurring
substances such as marijuana. She referred to testinony
provi ded by a Juneau doctor that discussed the synptons of
a person who had been admtted to the intensive care unit.
The Anerican Association of Poison Control Centers had
received over 3,000 calls regarding poisoning incidents in
the prior year and 400 calls in January 2011. The substance
was inplicated in crimnal activity, DU's, violent crine,
hal I uci nati ons, one known death in Al aska, and at |east one
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sui cide. The product had potential social costs not only in
the loss of life and injury, but in energency room and
medi cal costs as well. The board felt strongly that the
substance should be regulated at a higher |Ilevel than
marijuana given the severity of the effects of the
subst ance.

Co-Chair Stoltze asked whether the substance qualified
under the nedical marijuana statute that had been created
by initiative.

Ms. Burkhart replied that it did not. She enphasized that
K2 was a manmade product that was applied to a natural
pl ant base.

2: 02: 38 PM

Representative Edgnon asked whether there had been any
accounts of the substance reaching rural Al aska and whet her
reports of the inpact of the drug had been statew de. M.
Burkhart replied that the board had only heard reports from
urban areas of the state. The board was concerned about
extensive reports of abuse in the mlitary. She relayed
that the U S. Arny had banned the substance and had court
mar shal ed over one dozen service nenbers in Alaska. The
Navy had al so experienced the same problem The board was
concerned that the drug mght infiltrate into rural areas
given the potential use of the drug anmong the state's
Nat i onal Guar dsnen.

Representati ve Neuman asked whether there were other common
drugs or substances with a simlar chem cal structure that
could be confused with K2. M. Burkhart responded that the

chemcals were very specific fornmulas. The bill would
regulate five very specific chem cal conpositions. Due to
the specificity of the bill, products that may be simlar
were not included. The board appreciated that the bill was

tracking with the tenporary federal regulation enacted by
the Drug Enforcenent Agency and was follow ng regulation
pl anned by the federal governnent and 13 other states. She
believed that a chemi st could manufacture a substance that
was equally exciting and harnful with a different chem ca
conposition that would not be controlled by the bill.

Co-Chair Stoltze closed public testinony.
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Vi ce-Chair Fairclough conmunicated that she had a young
constituent who had experienced an adverse reaction to the
drug that had resulted in the girl's inability to nove and
subsequently in an enmergency roomvisit. She was in support
of the bill and wanted to nake certain that it was done
correctly. She believed that there were only two nationa
| abs that were able to test for the drug. One lab did urine
analysis and the other tested blood. She wondered about
econom c opportunity and whether sonething could be
mar ket ed through SCDL for other |aboratories throughout the
state that would help fund the position and provide a
safety net for Al askans that were having a violent reaction
to the drug. She referenced the fiscal note and wondered
whet her the state could provide an engine to help other
states quantify people taking the drug. She opined that the
i ssue at hand was one of safety and hoped that anyone who
was having an adverse reaction to the drug would recognize
what was happening imrediately. She hoped that officers
woul d ask the appropriate questions to identify that a
person's reaction was different than anticipated and that
medi cal treatnment woul d be sought i medi ately.

Vi ce-Chair Fairclough discussed the corrected Departnent of
Corrections (DOC) fiscal note #2 that had been changed from
zero to al nost $200, 000 per person. She explained that the
range |listed on the fiscal note was not very helpful to the
commttee. She wondered whether there was someone present
from the departnent that could speak to the indeterm nate
not e.

2:08: 21 PM

Vi ce-Chair Fairclough asked Representative Minoz to contact
DOC regarding the fiscal note.

Co-Chair Stoltze clarified that the co-chair staff would
contact the departnent.

Representative Munoz agreed that the increased fiscal note
#2 was uncl ear and that they would conmunicate with DOC

Co-Chair Stoltze noted that David Teal, Legi sl ative
Finance, and Janmes Arnstrong, staff to Representative
Stoltze would also participate in a discussion to determ ne
the accuracy of the fiscal note.
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Representative Costello pointed out that sone of the
docunentation referred to the substance as a schedule IIA

and in other areas as a schedule III A She wanted to nmake
certain it was shown consistently as schedule I11A
Representative Mnoz clarified that the bill had been
anended in the Judiciary Conmttee to change the
classification of the substance fromlIlAto IIlA

Ms. Kloster relayed that the fiscal notes would all be
updated to reference the schedule Il A classification.

Representative Costello appreciated that the |egislation
had been introduced. She enphasized that the drug had hit
the streets of Anchorage with a tenacity that needed to be
addr essed.

Representative Minoz expressed that testinmony from her
community had noved and notivated her to help address the
probl em

Vi ce-Chair Fairclough noved on to fiscal note #3. The note
had a $126,800 first year inpact that was followed by
$106, 600. She wondered whether the Departnent of Public
Safety (DPS) could provide clarity on the appropriate
testing mechanism for the product, the <cost, and the
expected turnaround tine. M. Dym responded that there were
two tests available. The first was a toxicology test that
involved the analysis of blood or urine. The second test
related to the analysis of solid nmaterial possession cases.
The SCDL currently had no toxicology program and testing
was outsourced to the State of Washington. A grant fromthe
Al aska H ghway Safety Ofice paid for the sanple testing.
He expl ai ned that Washi ngton subcontracted the work in the
case of synthetic cannabinoids because there were only a
few places that were able to test for the drug. The fisca
note related to possession cases and funded the necessary
wor kf orce to handl e the increased nunber of subm ssions and
to ensure the laboratory mamintained its rapid turnaround
time.

Vice-Chair Fairclough asked for clarification on the
nmeani ng of rapid turnaround time. M. Dymreplied that nost
drug cases noved to court fromthe time of incident in |ess
than 60 days and nore frequently in 45 days. The |lab was
turning 68 percent of the drug cases in less than 31 days
and it worked to not exceed the 45-day to 50-day w ndow.
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Vi ce-Chair Fairclough appreciated the excellent turnaround
time. She asked whether the fiscal note contained funding
related to tests that were outsourced to the State of
Washi ngton. M. Dym replied that the fiscal note did not
include funding related to outsourced tests. He explained
that all driving offenses would be handled under the
departnent’'s exi sting contract and grant noney.

2:14: 38 PM

Vi ce-Chair Fairclough asked whether the 480 cases supported
by the fiscal note were only related to possession cases.
M. Dym answered in the affirmative. The lab would be able
to handle wup to 480 sanples before increasing the
turnaround tinme.

Vi ce-Chair Fairclough asked whether the fiscal note focused
only on distributors and did not cover people who
experienced adverse safety inplications. M. Dym answered
in many cases a person suspected of driving under the
influence was also in possession of illegal material. In
such cases an analysis was conducted on a blood sanple to
test for the DU and another analysis was conducted on the
subst ance.

Vi ce-Chair Fairclough questioned whether a blood analysis
for alcohol would identify the presence of K2. M. Dym
replied that the test would not identify the substance. He
added that when al cohol was suspected and the bl ood sanple
at the lab cane back negative, the lab would send the
sanpl e out for toxicology analysis.

Vi ce- Chair Fairclough asked whether |ocal hospitals had the
ability to perform toxicology testing that would identify
K2 in the blood of an admtted patient. M. Dym did not
know. He doubted that they would be able to identify the
substance given the rarity of expertise on the nmaterial.

Vi ce-Chair Fairclough recounted a story about a young worman
who had been found unconscious. It had only been possible
to determne what was wong with the girl because another
youth canme forward with information about a substance that
they had snoked that they had thought was marijuana. She
explained that the hospital had run toxicology tests to
identify the poison in the girl's bl oodstream
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Representative WIson asked whether the substance was
routinely tested for when a person was pulled over for a
DU . She asked whether a sanple that was sent for analysis
would automatically be tested for everything. M. Dym
expl ai ned that toxicology sanples were initially screened
for alcohol and were then passed on for further analysis.
An officer or the prosecutor's office could request for a
sanple to wundergo additional toxicology testing when a
person suspected of inpairnment tested negative for alcohol.
He noted that the lab had just received their first
posi tive toxicol ogy test.

Representative WIlson asked what it would cost to send all
sanples to the State of Washington for toxicology testing
M. Dym replied that the fiscal note only covered
possessi on cases that would go to SCDL. The l|ab's contract
covered up to 520 requests per year and it believed that
there was enough room to cover potential DU sanples that
could ari se.

Representative Quttenberg pointed to Page 2, Sections 7-16

of the bill that described various conpounds. In Section 16
the bill discussed ensuring that simlar conpounds were
i ncluded. He communicated that the bill appeared to focus

on specific definitions and also included |anguage to
prevent the exclusion of certain products wth slightly
altered chem cal conpositions. He wondered whether any
other products could potentially be included under the
description in the bill.

M. Dym answered that the bill included |anguage on
geonetric or posi ti onal i soners. He explained core
conponents had been identified that could be nodified by
chem sts. Language about positional isoners took care of
nost itens that could be simlar. He noted that explaining
the chemcal terns and definitions would put a slight
burden on the lab particularly in court. He delineated that
the bill would not cover a new drug but it would cover
cases in which there had been rapidly nodified chem cal
t weaks.

Representative CQuttenberg asked whether +the focus was
limted to the particular drug and did not include itens
that it did not intend, such as aspirin. M. Dym believed
that the |anguage in the bill was specific to the class of
synt heti c cannabi noids and others that were very closely
rel at ed.
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Ms. Kloster discussed that the bill wupdated [|anguage
related to schedule 11l drugs that was simlar to existing
| anguage for schedule Il drugs. She discussed that the
removal of one nol ecule would not have a significant effect
on the substance.

Representative QGuttenberg wanted to make certain that the
bill did not include a substance that they did not intend
to make ill egal

Representative Doogan cited concern about fiscal note #4

He discussed that the drug was probably not produced in
Al aska, there was no test in Al aska to determ ne use of the
substance, and only one positive test had been received
from an outsourced lab. He did not wunderstand how the
fiscal note could be $126,000 and was not inclined to add a
position given the lack of evidence that there was a need.
He explained that a position could always be added at a
later tinme in the event that the substance turned out to be
wi despr ead.

2:25:22 PM

Co-Chai r Stoltze remarked that there wuld be a
conversation with his staff, the Ofice of Mnagenent and
Budget (OwB), and the sponsor and regarding the fiscal
not es.

Vi ce-Chair Fairclough hoped to conmunicate that there was a
harnful substance in Alaska that |ooked simlar to rolled
marijuana and that people should be aware that products
were |abeled controlled substances for a reason. She
rel ayed that people should be careful and that they were
risking their lives by using the substance.

Representative Gara wondered whether prosecutions that
would occur as a result of the legislation should be
included in a fiscal note from the Public Defender Agency,
DCOL, or the Ofice of Public Advocacy.

Co-Chair Stoltze reported that DOL was following the issue
and that there would be a conversation with OVB about the
fiscal notes.

HB 7 was HEARD and HELD in committee for further
consi derati on.

House Fi nance Conmmittee 13 02/22/11 1:36 P. M



#hb3
HOUSE BILL NO. 3

"An Act relating to issuance of driver's licenses."

2:29:20 PM

Vi ce- Chair Faircl ough nmoved CSHB 3 (STA) 27-LS0010\ X.

REPRESENTATI VE BOB LYNN, SPONSOR, explained that the bill
was very different from legislation that had been
i ntroduced the previous session. Currently a person in the
country with a passport, visa, or green card that expired
the following day could still get a driver's license in
Al aska that would last for five years. He explained that HB
3 would allow the Division of Mdtor Vehicles (DW) to issue
a license that would match the term of the non-citizen's
| egal presence docunent. He stated that a visa that expired
in six nmonths tinme would nean that the driver's |icense
woul d expire at the sane tine.

THOVAS RElI KER, STAFF, REPRESENTATIVE BOB LYNN, explained
that the Departnment of Honeland Security was responsible
for determning whether a foreign national could stay in

the US. and that it was inportant to ensure that
| egislation would not contradict any ruling made by the
federal governnent. The bill would put an end to the

contradiction by allowing the DW to issue driver's
licenses for less than five years when the length of a
person's authorized stay was less than five years. The
| egislation would ensure that a person's I|icense would
expire on the sane date as their |egal presence. A person
who was authorized to stay in the US. indefinitely would
have a license that expired in one year and it would
require annual renewal wuntil they received a definite
length of l|egal stay. Annual renewal fees would be waived
and applicants could renew by mail for up to five years to
prevent an overly burdensone process for people who had an
indefinite length of authorized stay. The bill did not
include ID cards which were controlled by regulation. The
DW had sufficient statutory authority to change the 1D
cards and intended to match the terns that would be

i npl emented for licenses under the legislation. He
enphasized that the bill did not make changes to the
application process for driver's licenses and did not

require a person to offer proof of their authorized |ength
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of stay to obtain a |license. However, a person who applied
for a license with a visa, passport, or other immgration
docunent would receive a license that was linked to the
| ength of stay listed on the docunent.

2:34.20 PM

Representative WIson wondered how the I|icense extension
process would work by mail. M. Reiker responded that a
person would need to be physically present when they
applied for their initial license and that renewals could
be done by nmail. He believed that a copy of extension

paperwork provided by the U S. Citizenship and Inmm gration
Services would be sufficient docunmentation for a |icense
extension by mail.

Representative Lynn clarified that the bill was primrily
focused on visitors to the U.S., not inmmgrants.

Representative WIson asked whether a person that received
an extension on their length of stay could provide the sane
paperwork repeatedly to obtain future extensions of their
driver's license. M. Reiker confirmed that an applicant
woul d be required to send in docunentation that provided a
new authorized Ilength of stay or that extended the
i ndefinite period.

Representative Gara wondered whether a person could obtain
a license if they had submtted a wvalid immgration
application and were in Al aska because they were a victim
of donestic viol ence.

Representative Lynn responded that a person could obtain a
driver's license for the period of tine they were
authorized to stay. An indefinite status would allow them
to receive a license for a one-year period. M. Reiker
agr eed.

Representative Gara communicated that a person wth a
pendi ng application would not have obtained an authorized
period of stay.

Co-Chair Stoltze asked whether the default was one year.
M. Reiker replied that the term "indefinite" was slightly
m sl eading. He explained that a nore accurate word was
"pending."” A person would be able to obtain a |license for
one year if they could provide proof that they had applied

House Fi nance Conmmittee 15 02/22/11 1:36 P. M



for authorized stay status. In order to extend the license
after the one-year period the person would have to provide
proof that their status had been adjudi cated.

Representative Gara relayed that wunder the current bil
only a person with an authorized stay would be permtted to
obtain a driver's license. He believed the |anguage woul d
need to be changed if the goal was to include people who
had a valid application underway. M. Reiker responded that
the sponsor would be okay with changing the |anguage from
"indefinite" to "pending." He believed the change would
address the concern that had been rai sed.

Representative Gara explained that the |anguage woul d al so
need to be anended to say sonething other than "authorized"
because a pending application would nmean that it had not
yet been authori zed.

VWH TNEY BREWSTER, DI RECTOR, DIVISION OF MOTOR VEH CLES,
DEPARTVENT OF ADM NI STRATI ON (via t el econf erence),
di scussed that HB 3 allowed the DW to pronulgate
regul ations to shorten the length of tinme that it issued a
driver's license for. The zero fiscal note reflected that
the legislation would not inpact the existing procedures of
the DW. The only change would be that the |icense would
expire at a different tinme than the standard five-year
period. Currently the DW required proof of |egal nane,
date of birth, resident address, and social security nunber
(if one existed). Immgrants would typically present the
DW wth a permanent resident card and international
visitors typically provided a passport and acconpanying
vi sa. The docunents were conmonly seen at the DW and under
the legislation a license would expire at the tinme of the
| egal docunent expiration. She believed it was inportant to
note that the DW received and honored letters from the
United States Citizenship and Immgration Services (USCIS)
on a reqgular basis. The docunents would continue to be
honored by the division. She explained that there was a
specific category for victinms who were granted tenporary
|l egal stay while their cases were under investigation and
that U S. Immgration and Custons Enforcenent and |aw
enforcenent were famliar with the process. She had net
with the USCIS and U.S. Immgration and Custons Enforcenent
regarding the specific topic and felt satisfied that
victinmse were protected and would not face i1mediate
deportati on.
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2:43:39 PM

Vice-Chair Fairclough believed she had attended the sane
neeting. Ms. Brewster replied in the affirmative.

Vice-Chair Fairclough relayed that she had nmet with |aw
enforcenment and the federal governnent during the interim
to discuss concerns she had expressed about the bill the
prior session. She had been assured that a victim of
donestic violence or sex trafficking would be given a valid
residency status for a tenporary period within 24 hours to
48 hours. She believed the particular issue had been
sufficiently managed. She wondered why the State Affairs
Comm ttee had changed |anguage in the bill from "shall" to
"may." She also asked DO. about the definition of
"indefinite" in regards to the bill.

M. Reiker noted that DW had sone concern that the five-
year length of time was laid out in statute and that the
division was not authorized to pronulgate regulations for

driver's licenses. The sponsor did not want to be
restrictive of DW and decided that the bill should read
"may" and not "shall." Representative Paul Seaton and
ot hers had expressed concerns that the bill would be overly

burdensonme on people wth an indefinite or pending
authorized stay. In order to address the concerns |anguage
had been included to allow the division to waive renewal
fees and to enable people to conplete the renewal process
by mail .

Vice-Chair Fairclough read from the original |egislation,
“If a period of authorized stay 1is indefinite the
departnment may not issue the license with the validity of
greater than a vyear." She explained that the original
premse was for the DW to have the ability to issue a
license for anywhere up to a year and the current version
of the Ilegislation would give individuals a one-year
license regardless of their length of stay in Al aska. M.
Rei ker replied that she was correct. Their office |earned
in a discussion with US. Inmgration and Custons Services
for the State of Alaska that the office provided 30-day to
90-day extensions to people wth indefinite status. They
did not want people in the mddle of the process to be
required to apply for a new |license every 30 days.
Additionally, they did not want the departnent to take on
the cost of issuing a new |license every 30 days.
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Vi ce-Chair Fairclough enphasized that the departnent had
expressed its need for flexibility around its ability to
determine the length of tinme a |icense would be issued. She
thought the intent of the bill was to match licenses to
ot her docunentation. She was not opposed to the |anguage
and she did not want a person who had applied for a valid
stay in the US. to have to go through a hurdle every 30
days and did not want to burden the departnent, however, a
mandate that required the departnent to issue one-year
licenses would deny the it flexibility. She repeated her
earlier question to DOL regarding the definition of the
term"indefinite" for the purposes of the |egislation.

2:50: 27 PM

ERLI NG JOHANSEN, ASSI STANT ATTORNEY GENERAL, DEPARTMENT OF
LAW (via tel econference), responded that in relation to the
bill the term "indefinite" nmeant "non-finite" terns. A
pending application and a continuing authorization were
both exanples of a non-finite term

Vi ce-Chair Fairclough remarked that for Whbster's the term
nmeant continuing on and on, which was different than the
definition that had been presented to the conmttee. The
provided definition indicated that there was sonething
pending that was awaiting an action that would determ ne
when the indefinite period ended.

M. Reiker agreed with the interpretation. He also believed
that their Webster's working definition for indefinite was
"not definite." He wunderstood that it could also be
interpreted to mean "in perpetuity.”

Representati ve Guttenberg not ed t he Depart ment of
Admi nistration's zero fiscal note. He wondered what it
would take to famliarize DW enployees w th docunentation
and whether staff would phone the Inmigration and
Naturalization Service (INS) [now called United States
Ctizenship and Inmgration Services] or go online in order
to authorize the issuance of a new driver's license. He
wondered how the departnment was prepared to handle the new
procedures that would be required under the |egislation.

Ms. Brewster responded that the DW was currently receiving
immgration docunments and that there would not be a
substantial change from the current process. The change
would be to the expiration date of the license that would
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mat ch the date on the provided docunments. The training that
woul d be required would be mninmal and could be absorbed in
the current DW budget. She elaborated that DW had a
strong relationship with USCIS and they would have no
probl em asking for assistance if necessary.

Representati ve Edgnon discussed that the bill could inpact
Al askan conmunities |like Sand Point, King Cove, Akutan, and
Unal aska, in a way that had not been anticipated. He asked
how the DW would handle communities that did not have
year-round DW service. M. Brewster noted that Unal aska
was the only community listed that had a year-round DW.
She did not believe a substantial change would occur in the
areas where there were a nunber of cannery workers. She
explained that the requirenents to obtain a driver's
license were in statute and would not change. The
requi renents included proof of |egal nanme, date of birth,
residence, and social security card (if one existed). The
only significant change would be that a person's |icense
woul d expire at the time of the legal stay listed on the
aut hori zati on docunentati on.

2:56:35 PM

MR JEFFREY M TTMAN, EXECUTIVE DI RECTOR, AMERICAN ClVIL
LI BERTIES UNION OF ALASKA (via teleconference), testified
that the union's concern was related to the potential for
differential treatnment of immgrants. The union believed
that the bill raised constitutional issues related to the
equal protection rights of immgrants. Inmgrants were a
suspect class wunder nost federal discrimnation |aw and
woul d receive a different and second-class type of I|icense.
There could be a reasonable governnent interest in
providing the differential class of license in the event
that the term of stay was related to a person's safety,
ability to drive, or the DW mandate of issuing |icenses.
He expl ai ned that because the purpose of a driver's license
was to identify that a person was a safe driver the idea of
a second-class type of license raised significant concerns
that a court may have contention with.

Representative Gara was concerned that a person who had a
valid application in for legal presence in the US. would

not be covered under the bill's "authorized stay" |anguage.
M. Mttman responded that the wunion believed that there
were sone |anguage problens with the bill and the problem

at hand put the DW in the position of meking a

House Fi nance Conmmittee 19 02/22/11 1:36 P. M



determ nation that would be best nmade by a federal INS or
immgration agency. He explained that it was an open
guestion that did not relate to a person's ability to
safely drive a vehicle or understand road |aws. The union
believed that the new law would deny an individual the
right to obtain a |license under a procedure that all other
i ndividuals were entitled to.

Vi ce-Chair Fairclough wondered whether M. Mttman saw any
reference to the immgration issue in the |legislation
before the commttee. M. Mttman responded that the issue
was related to an individual's length of stay. Information
had been provided that pertained to Ilawful presence
requi renents that many states could constitutionally
i npl enent. However, the union believed that it would be a
reasonabl e assunption that a differential type of |icense
would be related to a person's immgration status. He
expl ai ned that presumably every U S. citizen was able to
stay in the country for an indefinite period that was until
their death. Presumng the intention of the bill was to
provide differential licenses to people who may not be
citizens or |awful permanent residents the presunption
would be that the majority of the people would be in sone
sort of imm grant status.

Vi ce-Chair Fairclough discussed that DW was specifically
required to provide a license for five years and that there
were reasons that the division mght want to |limt a
driver's license that were outside of inmmgration issues.
She explained that the |aw before the commttee was taking
a step to neet the specific need and that she had also
introduced a piece of legislation that worked to provide
DW with the flexibility to issue a license for a period
that was different than five years. M. Mttman answered
that there could be a constitutionally appropriate and non-
discrimnatory reason for having a differential |icense.
Hi s concern was that as HB 3 was currently drafted the bill
was susceptible to discrimnatory treatnment that could
viol ate federal constitutional standards.

Representative Wl son did not understand why there would be
an objection to the issuance of licenses for a different
period of time. She recognized that it would be one thing
to issue a license that |ooked notably different from the
standard license, but that everyone in the room had a
different expiration date on their |icense.
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M. Mttman replied that the change nade by the State
Affairs Commttee that |essened the burden on renewing a
license was an inprovenent on the original bill. The
differential treatment was related the nore burdensone
process that individuals who could be of inmgrant status
woul d have to undergo on an annual basis. Addi tional ly,
there was concern about regulatory processes that may
provi de discretion for a DW enployee to require a person
who they thought |ooked I|ike an immgrant to provide
differential docunentation.

3:04:16 PM

Representative Joule asked whether a citizen in the United
States had a bit nore of an advantage than a non-citizen

M. Mttman remarked that there were constitutionally
perm ssible instances where citizens had certain rights,
privileges, or opportunities that non-citizens did not. The
union believed that the federal governnent would not find
it appropriate to treat an immgrant differentially in the
case of the issuance of a driver's license.

Vi ce-Chair Fairclough wondered whether a driver's license
was a right or a privilege. M. Mttman replied that in
many states a driver's license was a privilege. However,
once a state instituted policies or procedures for
i ndividuals obtaining |icenses, there could not be
i nappropriately discrimnatory processes for providing the
privil ege.

Vi ce-Chair Fairclough believed that driving in the state of
Al aska was a privil ege.

Representative WIson noted that a problem was created
because a driver's license was used as a |egal docunent for
t hi ngs unrelated to driving.

Co-Chair Stoltze closed public testinony.

Representative Gara asked whether a person that fled a
donmestic violence situation or persecution in their hone
country and had a valid application in for |egal presence
in the US would be covered under the bill's "authorized
stay" | anguage.

M. Johansen understood that a person who was in the US
legally that experienced trouble providing proof of
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identity could go to the appropriate federal agency for
tenporary authorization or application pending paperwork
that would be accepted by the DW. He explained that his
understanding was in part based on a neeting he attended
with state and federal agencies earlier in the year.

Ms. Brewster understood that under the legislation a person
that applied for legal status from USCIS would receive a
pending letter and that the DW would issue a license for
one year as required in the indetermnate section of the
bill.

Representative Gara was happy provided that the departnent
made a commtnent to its understanding of the issue. M.
Brewster replied that was her cormitnment to the commttee.

Co-Chair Stoltze discussed the zero fiscal note.

3:10: 55 PM

Co-Chair Thomas MOVED to report CSHB 3 (STA) out of
committee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

CSHB 3 (STA) was REPORTED out of committee with a "do pass”
recommendation and wth previously published zero inpact
note: FN #1 (DQOA).

#hb119
HOUSE BILL NO 119

"An Act relating to the procurenent of supplies,
servi ces, professional services, and construction for
t he Al aska | ndustri al Devel opnent and Export
Aut hority; relating to the definition of "own' for the
econom ¢ devel opnent account; relating to the
definitions of " devel oprent proj ect’, "plant’
‘facility', and 'project' for the Al aska Industrial
Devel opnment and Export Authority; and providing for an
effective date.”

3:11: 54 PM

MARK DAVI S, ECONOM C DEVELOPMENT OFFI CER, ALASKA | NDUSTRI AL
DEVELOPMENT AND EXPORT AUTHORITY, discussed that HB 119
worked to nodernize the Alaska Industrial Devel opment and
Export Authority (AIDEA). The bill allowed the agency to
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have the sane procurenent provisions as other public
corporations in the state, including the Al aska Housing
Fi nance Corporation. The agency would also be permtted to
own a percentage of a project it developed through the
means of a corporation or a limted liability conpany
(LLC). The previous year the |legislature had allowed Al DEA
to own a percentage of a project; however, DOL determ ned
that the percentage did not clearly provide the agency with
the power to be a nenber of an LLC

M. Davis discussed that the agency also sought to expand
the types of projects it could undertake. Currently Al DEA
could do natural resources, energy, tourisminfrastructure,
and industrial devel opnent proj ects. The agency was
provided the opportunity to invest in a health care
facility that would be leased to the federal governnent
however, DOL determned that AIDEA was not authorized to
invest in a health clinic. Additionally, Al DEA was asked to
construct a facility that it would build and |lease to the
Coast Guard, but it was denied the ability to build a
federal facility. Qher expansions would be for comunity
public purpose, transportation, and prototype comerci al
applications. The agency had conducted a survey of other
econonmi ¢ devel opnent authorities throughout the U S. and
had di scovered that nost of the agencies had the ability to
support new technol ogies or new prototypes as a way to use
state devel opnent capital to pronote the diversification of
the state econony. The legislation added clarification that
AIDEA could build roads. The current statute allowed the
agency to build a road to a natural resource devel opnment,
such as the DeLong Muntain Transportation System for the
Red Dog M ne; however, it was not clear whether it could
build a road that was not directly lined up with a project.
He explained that if the agency could get revenues fromthe
road it would do so. The caveat was that anything built on
the transportation of roads would need to pay for itself,
be a project that was bondable, and would have to neet
econoni ¢ devel opnent goals; therefore it could not be used
for general transportation.

3:15: 24 PM

Vi ce- Chair Fairclough nmoved CSHB 119 (EDT) 27-GHL745\ M
Representative Gara asked whether the legislation would

allow AIDEA to underwite and fund something |ike the Knik
Arm crossing. M. Davis did not believe that it would. The
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agency's current reserves limted bonding for any
particular project to between $250 nmillion and $300
mllion. He believed that the bridge would be nmuch nore
expensive. The agency's intent was to build economc
devel opnent projects; therefore, the transportation of the
roads it would build would Iead to an econom c devel opnent
project that would be tied to one of the agency's stated
pur poses.

Representative Gara referred to the "omibus energy" bil
passed in the previous session that created a revolving
loan fund to help private businesses upgrade their energy
efficiencies. He believed that the fund had been placed
under Al DEA but not under the Al aska Energy Authority (AEA)
that governed energy efficiency nmatters. He wondered
whet her AIDEA would have any objection to noving the
revolving loan fund over to AEA. M. Davis replied that the
fund bel onged under AEA and that AIDEA was not concerned
with the energy conservation efforts that were conducted by
its sister agency.

Representative Gara wondered why AIDEA should be exenpt
fromthe state procurenent code. M. Davis replied that the
agency was not looking for a total exenption. The board
could adopt regulations through a public process when the
agency worked on a devel opnent project with another entity
i ke the Alaska Housing Finance Corporation. A person who
had a disagreenent with the procurenent would be required
to file a protest with the board of AIDEA and not with the
Departments of Transportation and Public Facilities or
Adm ni stration. The process would be faster given that the
board would have the expertise on what it wshed to
purchase. He believed that the streamined system was
better for the agency and for protestors.

MR  TED LEONARD, EXECUTIVE DI RECTOR, ALASKA | NDUSTRI AL
DEVELOPMENT AND EXPORT AUTHORITY (via teleconference),
di scussed that the bill worked to provide AIDEA with nore
tools that would help it to be effective when it worked on
devel opnent projects with the private sector.

Representative Neuman |iked the type of Ilegislation. He
referenced the Alaska Administrative Procedure Act and
procurenent codes. He wondered about the "basic sideboards”
of the maxinmum funding that was available. M. Davis
responded that AS 36.30.170(b) referenced on Page 2, Line
11, would require a bidder to have business |icense as

House Fi nance Committee 24 02/22/11 1:36 P. M



proof that they conducted business in the state. The bill
dealt with procurenent for devel opnent finance and required
an agency to request bids when they wanted to purchase
itenms such as conputers or desks. He relayed that there
woul d not be changes to the prevailing wage requirenents.

Representati ve Neuman asked whether there was a nmaxi num
anount of noney that AIDEA could spend to develop a
corporation. M. Davis replied that the |limts were based
on the amount of available cash for a project and could
vary depending wupon the amunt of reserve cash. He
di scussed that there was an open process and the board was
required to approve spending. The current buying authority
was approximately $250 mllion. Additionally, the agency
was required to seek |egislative approval for any bond over
$10 million and approval from local conmunities for any
bond over $6 million. There was a $400 million annual limt
on the nunber of bonds Al DEA coul d issue.

Representati ve Neuman was glad to hear AIDEA had at | east
$150 mllion. He asked whether manufacturing would fal
under the "project” definition on Page 3, Section 6, which
read "a plant or facility used or intended for wuse in
connection with making, processing, preparing, transporting
or producing..” He wondered whether manufacturing was a
factor when AIDEA |ooked at different devel opnment plants
and the developnent of Alaska's resources. M. Davis
responded that AIDEA was formed as an industrial
devel opnent authority and had always been focused on job
devel opnent under AS 44.88.010. He expressed that
manufacturing was one of the agency's goals when it was
avai | abl e.

3:24: 31 PM

Representati ve Doogan asked about the cash |limt of the
agency. M. Davis replied that there were two ways to | ook
at the cash limt. First, under AIDEA' s Loan Participation
Program |oans were capped at a maxi num of $20 million per
| oan. The anount the agency could invest in a particular
project was based on its cash reserves and it was required
to seek legislative approval for any bond over $10 mllion.
Additionally, the agency was required to obtain board
approval, hold a public hearing, file a finance plan, and
to obtain the approval of local comunities for any bond
exceeding $6 mllion.
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Representative Doogan understood that there were |egal
definitions about how the LLCs would work. He was concerned
about the state's legal and factual liability in the event
that a project under one of AIDEA's LLCs went "belly-up."

M. Davis replied that AIDEA' s bonds for a project were not
noral obligations of the state by statute. Any recourse on
a bond would go to AIDEA or to the project itself if it
were a revenue bond. The use of an LLC to effectuate a
devel opnent project would nmean that anyone seeking recourse
woul d go against the assets of the LLC first and woul d have
to show there was an ability to go beyond that by "piercing
the corporate veil." Usually when an LLC went bankrupt the
assets were those of the LLC. The agency was seeking to
coordinate with other investors to leverage its funds and
as they |ooked at determ ning what percentage of a project
they would undertake, the developers notified Al DEA that
they would need a legal structure in order to conduct
business with the agency. The LLC would be the sane as any
other LLC on the market and the intention of the agency was
to work with other investors. He elaborated that there
woul d al so be insurance on an LLC, therefore, there would
be various pots of noney available to potential creditors.

Representati ve Doogan remarked that there was a fish plant
in his district that had been substantially financed by
state funds and had essentially gone through the sane
process. He wasn't certain what the project cost the State
of Alaska. M. Davis responded that the fish plant cost the
state approximately $50 nillion and was I|iquidated. He
explained that the occurrence was exactly the reason for
the legislation. The purpose of private partners in a
devel opnment project was to determ ne whether other people
in the industry were interested in investing their own
capital in a project because they believed there would be a
financial gain. The agency was required by statute to nake
a return on the invested capital and an LLC structure woul d
ensure that AIDEA would be working with other partners. He
opi ned that one of the reasons the seafood plant had been
unsuccessful was due to the absence of sufficient partners.

Representati ve Doogan wondered whether it would still be
possible for AIDEA to venture into operations like the fish
plant or whether the Jlegislation wuld require the
participation by private individuals under an LLC M.
Davis answered that wunder the |legislation AIDEA would
retain the ability to build a devel opnent project on its
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own. The agency's strategic plan also called for it to work
with private capital. The legislation would allow AIDEA to
create an LLC in order for it to own a percentage of a
project with other private capital. The goal of the agency
was to leverage its funds to do the nost that it could. He
believed the ability for AIDEA to wirk wth private
partners noved in the direction that Representative Doogan
want ed.

Representati ve Doogan was trying to ensure that there would
not be an eventuality in which the same m stake or enhanced
m st akes were made by the introduction of other financial
structures. He did not believe that was being offered in
the legislation. He believed that AIDEA had specified that
although it had the ability to work alone that it would
prefer to work with other partners.

M. Davis responded that it was necessary to |ook each
particular financial situation. For exanple, the board
could discern that it was good for the econony and that a
partnership was not necessary for it to invest in a smal
and i nexpensi ve devel opnent pr oj ect t hat had new
technology. As the risk level and cost went up it was
prudent to use another |egal vehicle such as a corporation
or an LLC and to have other partners as well. He believed
the safety valve was in the seven-nmenber board. The tool
would help to mitigate risk, increase |leverage, and achi eve
results.

3:31:48 PM

Representative Edgnon asked whether the AlIDEA board would
always be the board of directors in a partnership
situation. M. Davis replied that nenbers could be in
control of the LLC or they could elect a managi ng partner
that woul d nmake them nore passive investors. In nost cases
the agency would take on a nore passive roll and would
el ect a managing nenber from the private sector that had
expertise in the specific type of project. Corporate
governance woul d allow nenbers to place nmanaging restraints
on the managi ng nmenber related to spending caps, what could
be done on the project, and any nmmjor structural change to
t he project.

Representative Joule discussed that Alaska was in a

relatively good financial position conpared to the rest of
the US. He referenced potential mlitary and coastal
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infrastructure that my need to happen through the
Department of Defense or other. He wondered whether the
state's strong financial position encouraged the federal

government and other businesses to |ook to Al aska as a good
busi ness opportunity. M . Davis responded that Al DEA
fl oated sone bonds in Decenber 2010 for $60 million and he
had received calls from several interested brokers in other
states. He explained that AIDEA s bonds had a AA rating,
which was currently rare. Secondly, AIDEA had been in
contact with a bank in New York the prior week that was
potentially interested in doing business with the agency.
He believed that the interest denonstrated that Al aska was
a good place to do business based on the nationa

| andscape.

Co- Chair Thomas provided a hypothetical exanple of a mne
that was wunable to afford an access road. He wondered
whet her financing through an AIDEA LLC would entitle it to
partial ownership of the mne. M. Davis responded that
AIDEA would need to determne what the appropriate
structure would be for the project. The bill would provide
nore options, however, the project could potentially be
structured like the public Red Dog Mne road that was
controlled and owned by the agency. In other cases it may
have been prudent to share the risk of the entire project.
The bill provided the agency with the flexibility to nake
the appropriate decision for public policy and financial
reasons.

Co-Chair Thomas noted that there were always "political
nonsters in the closet” that had undisclosed interests. He
opi ned that wunder the guise of good public policy a road
could be built that just happened to go directly by a mne
that was unable to afford to build its own road. M. Davis
replied that AIDEA's goal was to look for financial return

therefore, when it built a road that was used by other
people it was inportant to determne how they would
contribute to the cost in a way that was consistent wth
what the agency hel ped them w th.

Co- Chair Thomas hoped that people would be honest with the
agency. He saw the potential for there to be the state
funded devel opment of roads that led to resources that my
provide no benefit to the state. He opined that there were
| egislators that thought mneral royalties were |ow and
that the state should build "road favors.”™ He was concerned
about the potential for a simlar scenario to occur.
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M. Davis discussed that AIDEA would have to be certain
that a road could pay the bonds or they would not build the
r oad.

Co- Chair Thonmas appreciated the upfront detail. He referred
to a Departnent of Transportation (DOT) road devel opnent
that had a "golden goose"” in the formof a mne along the
r oad.

3:38:26 PM

Representative GQuttenberg could see the benefits that could
cone as a result of the legislation. He asked whether there
was potential for conflict to occur with the existing
pl anni ng processes of DOI, STIP [Statew de Transportation
| mprovenent Progranj, or a local comunity. He wondered
whether the bill required AIDEA to ensure that it would not
interfere or be in conflict wth another statew de pl anning
process for an energy project, road, or other.

M. Davis responded that there were three constraints.
First, statute required the agency to obtain the consent of
a local community. Secondly, the board of AIDEA had to neet
and agree on a project in a public process. Thirdly, bond
investors wanted to make certain that a project had support
and that it was not in conflict with any other plans that
woul d cause the bond market to react negatively.

Representative Doogan referred to an earlier coment
related to financing roads. He wondered what was neant by
"a road that mght not line up." M. Davis explained that
the DeLong Muntain Transportation System supported a
specific devel opnent project because it was directly
connected to the Red Dog Mne. Wthout the legislation it
was uncl ear whether AIDEA would be allowed to build a road
that supported an oil drilling area that did not connect
directly with each rig.

Vi ce-Chair Fairclough MOVED to report CSHB 119 (EDT) out of
comittee W th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so order ed.

CSHB 119 (EDT) was REPORTED out of commttee with a "do

pass” recommendation and wth previously published zero
i npact note: FN 1 (DCCED).
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#hb19
HOUSE BILL NO. 19

"An Act relating to special request registration
pl ates; and providing for an effective date."

HB 19 was SCHEDULED but not HEARD.

#
ADJ OURNVENT

The neeting was adjourned at 3:42 PM

House Fi nance Conmmittee 30 02/22/11 1:36 P. M



