SENATE FI NANCE COWM TTEE
April 13, 2012
9:08 a. m

9:08: 49 AM

CALL TO ORDER

Co-Chair Stednman called the Senate Finance Committee
nmeeting to order at 9:08 a.m

VEMBERS PRESENT

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

Senat or Denni s Egan

Senat or Donny d son

Senat or Joe Thonmas

VEMBERS ABSENT

None

ALSO PRESENT

Representative Bob Herron; Representative Paul Seaton;
Representative Anna Fai r cl ough; Representative M a
Costel | o; Yasm ne Habash, Staff, Representative Craig
Johnson; Darwin Peterson, Staff, Senator Bert Stedman;
Terry Harvey, Staff, Representative Cathy Mnoz; Rachel

Kal | ander, Staff, Representative Bill Thomas; Br odi e
Anderson, Staff, Representative Reggie Joule; Nancy Manly,
Staff, Representative Bob Lynn; Mchael Paschall, Staff,

Representative Eric Feige; Dana Onen, Staff, Senator Dennis
Egan; Jim Puckett, Director, Division of Retirenent and
Benefits, Departnent of Adm nistration; Weston Eiler,
Staff, Senator Bert Stedman; Aaron Schroeder, Staff,
Representati ve Bill Thonas; Astrid Li evano, Staff,
Representati ve Al an Austerman.

PRESENT VI A TELECONFERENCE




Mark  San- Souci , Regi onal State Liaison Ofice, U. S
Department of Defense, Washington; Tyler Arnold, CEQ
Sinply Social, Anchorage.

SUMVARY
CSSB 121 TEACHERS & PUB EMPLOYEE RETI REMENT PLANS

CSSB 121(STA) was REPORTED out of committee wth

a "do pass" recomendation and with a previously
published fiscal inpact note: FN2(DOR), a new
fiscal impact note from the Departnment of
Adm nistration, and a new indetermnate fiscal

note fromthe Departnent of Adm nistration.

SB 217 PHARMACY AUDI TS

SB 217 was HEARD and HELD in committee for
further consideration.

CSHB 21(FI N)
SUI Cl DE PREVENTI ON COUNCI L MEMBERS

CSHB 21(FIN) was REPORTED out of commttee with a
"do pass" recommendation and with a new fiscal
impact note from the Departnment of Health and
Soci al Servi ces.

CSHCR 23(FI N)
ALASKA ARCTI C POLI CY COWM SSI ON

CSHCR 23(FI'N) was SCHEDULED but not HEARD.

HB 60 GEODUCK AQUATI C FARM NG SEED TRANSFER

HB 60 was REPORTED out of conmttee with a "do
pass” recomendation and wth two previously
published zero fiscal not es: FN3( DNR) and
FN4( DFG) .

CSHB 78(FIN)
| NCENTI VES FOR CERTAI N MEDI CAL PROVI DERS

CSHB 78(FIN) was REPORTED out of commttee with a
"do pass" recomrendation and with a previously
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published fiscal inpact note: FN4(DHSS), and a
previ ously published zero fiscal note: FN3(DEED).

CSHB 115( TRA)
NAM NG WALTER J. H CKEL EXPRESSWAY

CSHB 115(TRA) was REPORTED out of committee wth
a "do pass" recommendation and wth previously
publ i shed fiscal inpact note: FN2(DOT).

CSHB 131(TRA) am
COVMMUNI TY AND TRANSPORTATI ON ADV. BOARD

CSHB 131(FIN) was REPORTED out of committee wth
a "do pass" recomendation and with a previously
publ i shed fiscal inpact note: FN3(DOT).

HB 204 STATE PROCUREMENT CCDE

HB 204 was HEARD and HELD in commttee for
further consideration.

HB 205 PUBLI C PROCUREMENT

HB 205 was HEARD and HELD in conmmttee for
further consideration.

CSHB 246( FI N)
NAM NG CERTAI N BRI DGES & Al RPORTS

CSHB 246(FIN) was REPORTED out of committee wth
a "do pass" recomendation and with a previously
published fiscal inpact note: FN3(DOT), and a
previ ously published fiscal inpact note FN4(DOT).

CSHB 252( FI N)
SMALL BUSI NESS | NCOVE TAX EXEMPTI ON

CSHB 252(FIN) was HEARD and HELD in commttee for
further consideration.

CSHB 258( FI N)
NATURALLY OCCURRI NG ASBESTCS

SCS CSHB 258 was REPORTED out of commttee with a

"do pass" recomrendation and with a previously
publ i shed zero fiscal not e: FN1( DLVD) , a

Senat e Fi nance Comm tt ee 3 04/ 13/12 9:08 A M



previ ously publ i shed fiscal i mpact not e
FN3(DHSS), a previously published zero fiscal
not e: FN4(DQL) , a previously published =zero
fiscal note: FN5 (DNR), a previously published
fiscal inpact note: FN6(DEC), and a previously
publ i shed fiscal inpact note: FN7(DOT).

CSHB 276( FI N)
O L/ GAS PROD. TAX CREDI TS/ RATES/ VALUE

CSHB 276(FI N) was SCHEDULED but not HEARD.

CSHB 282( FI N)
M LI TARY TRAI NI NG CREDI T/ TEMP. LI CENSE

CSHB 282(FIN) was HEARD and HELD in commttee for
further consideration.

CSHB 286( FI N)
G O. BONDS: TRANSPORTATI ON PROJECTS

CSHB 286( FIN) was HEARD and HELD in commttee for
further consideration.

CSHB 298( FI N)
EXEMPTI ONS FROM M NI NG TAX

CSHB 298(FIN) was REPORTED out of committee wth

a "do pass" recomendation and with a previously
published zero fiscal note: FNL(DNR), and a
previ ously publ i shed fiscal I npact not e:
FN3( DOR) .

CSHB 301( FI N)
BOATI NG REGULATI ON: - SUNSET/ ENFORCEMENT

CSHB 301(FIN) was HEARD and HELD in commttee for
further consideration.

CSHB 302( FI N) am
CONTRI BUTI ONS FROM PFD:  UNI V/ AUDI TS

CSHB 302(FINam was REPORTED out of comittee
wth a "do pass”" recomendation and wth a
previously published zero fiscal note: FN1(DCR).

HB 360 | NTERSTATE M NI NG COVWPACT & COWM SS| ON
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HB 360 was REPORTED out of conmittee with a "do
pass" recoonmendation and wth a previously
publ i shed fiscal inpact note: FN2(HFI N/ DNR).

HB 366 DI SASTER PLANNI NG AND SERVI CES
HB 366 was REPORTED out of conmttee with a "do
pass" recoomendation and wth a previously

publ i shed zero fiscal note: FN1(DWA).

#hb78
CS FOR HOUSE BI LL NO. 78(FI N

"An Act establishing a loan repaynment program and
enpl oynment incentive program for certain health care
prof essionals enployed in the state; and providing for
an effective date."

9:11: 01 AM

REPRESENTATI VE BOB HERRON, explained that HB 78 would
provi de financial incentives for certain health care
provi ders that Al aska needed, in 10 different occupations.

Co-Chair Stednman discussed the fiscal notes in the packet.
He noted that public testinony had been previously held.

Co-Chair Hoffman MOED to report CSHB 78(FIN) out of
conmmttee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal notes. There being NO OBJECTIQN, it was
so ordered.

CSHB 78(FIN) was REPORTED out of commttee with a "do pass”
recommendation and wth a previously published fiscal
i npact note: FN4(DHSS), and a previously published zero
fiscal note: FN3(DEED).

#hb115
CS FOR HOUSE BI LL NO 115(TRA

"An Act designating a portion of Mnnesota Drive and a
portion of O Milley Road in Anchorage the Walter J.
H ckel Expressway."

9:12: 36 AM
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YASM NE  HABASH, STAFF, REPRESENTATI VE  CRAI G JOHNSON,
explained that HB 115 would concurrently nane a 7.5 mle
portion of Mnnesota Drive and O Malley Road the "Walter J.
H ckel Expressway."

9:13: 01 AM

Co-Chair Stedman discussed the fiscal note in the packet.
He noted that public testinony had been previously heard.

Co-Chair Hoffman MOVED to report CSHB 115(TRA) out of
comittee Wi th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so order ed.

CSHB 115(TRA) was REPORTED out of commttee with a "do
pass" recomendation and with previously published fiscal
i mpact note: FN2 (DOT&PF).

#hb131
CS FOR HOUSE BILL NO. 131(TRA) am

"An Act establishing the Al aska Conmunity and Public
Transportation Advisory Board and relating to a |ong-
range community and public transportation plan; and
providing for an effective date."

9:13: 56 AM

Co-Chair Hoffman MOVED to ADOPT the proposed conmttee
substitute for HB 131, Wrk Draft 27-LS0418\1 (Martin,
4/ 10/ 12) .

Co- Chair Stedman OBJECTED for the purpose of discussion.

9:14: 20 AM

DARW N PETERSON, STAFF, SENATOR BERT STEDMAN, expl ai ned
that the only change in the bill was |ocated on Page 4,
lines 17 through 20:

(f) The board shall anal yze the use of
alternative fuels, including conpresses natural gas,
pr opane, and bi odi esel in community and public

transportation vehicle fleets and nmake recomendati ons
for the use of alternative fuel vehicles where cost
effective.
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M. Peterson shared that at a previous hearing Senator
McCQuire had requested that the |anguage be included in the
bill.

Co-Chair Stedman REMOVED his OBJECTION. There being NO
FURTHER OBJECTI ON, Work Draft 27-LS0418\1 was ADOPTED.

Co- Chair Stedman di scussed the fiscal notes in the packet.

9:15:31 AM

TERRY HARVEY, STAFF, REPRESENTATIVE CATHY MJNQZ, expl ai ned
that the bill would establish the Al aska Comunity and
Public Transportation Advisory Board, which would bring a
group of Alaskans together in order to coordinate
transportation in the state.

9:15: 55 AM

Co-Chair Hoffman MOVED to report CSHB 131(FIN) out of
committee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note. There being NO OBJECTION, it was
so order ed.

CSHB 131(FIN) was REPORTED out of conmittee with a "do
pass” recomendation and with a previously published fiscal
i npact note: FN3(DOT).

#hb246
CS FOR HOUSE BILL NO 246( FI N)

"An Act nam ng certain bridges and airports.™

9:16: 39 AM

Co-Chair Hoffman MOVED to ADOPT the proposed conmttee
substitute for HB 246, Wrk Draft 27-LS0921\E (Wayne,
4/ 10/ 12) .

9:16:46 AM

Co- Chair Stedman OBJECTED for the purpose of discussion.

9:16: 51 AM
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RACHEL  KALLANDER, STAFF, REPRESENTATI VE  BILL THOVAS,
explained that the change in the bill would re-establish
the Klawock Airport as the Frank Petratrovich Airport.

9:17: 25 AM

Co-Chair Stedman REMOVED his OBJECTION. There being NO
OBJECTI ON, Work Draft 27-LS0921\E was ADOPTED.

9:17:35 AM

Co- Chair Stedman di scussed the fiscal notes in the packet.

9:17: 48 AM

Co-Chair Hoffman MOVED to report CSHB 246(FIN) out of
committee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTIQN, it was
so ordered.

CSHB 246(FIN) was REPORTED out of conmittee with a "do
pass" recommendation and with a previously published fiscal
i mpact note: FN3(DOT), and a previously published fiscal
i npact note FN4(DQT).

#hb258
CS FOR HOUSE BILL NO. 258(FI N

"An Act directing the Departnment of Transportation and
Public Facilities to develop and inplenent standards
and operating procedures, to evaluate site-specific
use plans, and to designhate project areas concerning
gravel or ot her aggregat e mat eri al cont ai ni ng
naturally occurring asbestos; authorizing use on an
interim basis of gravel or other aggregate material
containing naturally occurring asbestos for certain
transportation proj ects and public facilities;
providing inmunity for the state and for |andowners,
extractors, suppliers, transporters, and contractors
for certain actions or clains arising in connection

with the wuse of gravel or aggregate nmaterial
containing naturally occurring asbestos in certain
ar eas; requiring contractors to report certain
asbest os- rel ated data to t he Depar t ment of

Transportation and Public Facilities; and providing
for an effective date.”
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9:18: 20 AM
AT EASE

9:19:26 AM
RECONVENED

9:19:41 AM

Co-Chair Hoffman MOVED to ADOPT the proposed conmttee
substitute for HB 258, Wrk Draft 27-LS0400\Q (Nauman,
4/ 9/ 12).

Co- Chair Stedman OBJECTED for the purpose of discussion.

9:20:01 AM

DARW N PETERSON, STAFF, SENATOR BERT STEDMAN, expl ained the
changes in the new comrittee substitute. He stated that the
| egislative findings |anguage had been renoved from the
bill; a letter of legislative findings and purposes woul d
be drafted by the conmttee by request of the sponsor. He
rel ayed that Page 7, lines 21 through 24 had been changed
to state:

(2) the conpleted project will not use gravel or other
aggregate materi al containing naturally occurring
asbestos for a surface application except if the
material to be used for the surface application is
treated or bound with a surface conpound, including
chip seal or asphalt, approved by the departnent.

M. Peterson stated that dust was not created when
natural ly occurring asbestos was included in a chip seal.

9:21:35 AM

Co- Chair Stednman REMOVED. There bei ng NO FURTHER OBJECTI ON,
Wrk Draft 27-LS0400\ Q was ADOPTED.

9:21:43 AM

BRODI E = ANDERSON, STAFF, REPRESENTATI VE REGE E  JOULE,
explained that the bill would allow comunities to nove
forward using naturally occurring asbestos gravel when the
aggregate material proved to be the only option. He stated
that communities could request that certain land could be
designated a naturally occurring delineation zone, and
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within that zone aggregate material that contained nore
than .25 by nass volunme naturally occurring asbestos woul d
be allowed to be used a construction material. He added
that in communities where no one could step forward to nake
the request, the state could create a zone in order to
conplete projects. He furthered that within the delineation
zone contractors would be required to submt a site-
specific plan that described how the material would be used
and how public safety would be ensured. He added that the
bill would define an analytical threshold where naturally
occurring asbestos began in gravel; .25 by mass volune,
mat eri al bel ow that | evel would be consi dered aggregate.

9:23: 47 AM

Co-Chair Stedman discussed the fiscal notes in the packet.
He noted that public testinony had previously been heard.

9:24: 27 AM

Co-Chair Hoffman MOVED to report SCS CSHB 258(FIN) out of
commttee with individual reconmmendations, the acconpanying
fiscal notes, and with a legislative findings Letter of
Intent from the Senate Finance Conmttee. There being NO
OBJECTION, it was so ordered.

9:24:55 AM

SCS CSHB 258 was REPORTED out of committee with a "do pass”
recomendation and with a previously published zero fisca
note: FN1(DLWD), a previously published fiscal inpact note
FN3( DHSS) , a previously published zero fiscal not e:
FNA(DOL), a previously published zero fiscal note: FN5
(DNR), a previously published fiscal inpact note: FN6(DEC),
and a previously published fiscal inpact note: FN7(DOT).

#hb298
CS FOR HOUSE BILL NO. 298(FI N

"An Act exenpting quarry rock, sand and gravel, and
mar ket able earth mning operations from the mning
license tax; and providing for an effective date."

9:25: 21 AM
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REPRESENTATI VE PAUL SEATON, explained that the bill would
exenpt the mning license tax from sand and gravel
oper ati ons.

9:25:35 AM

Co- Chair Stedman di scussed the fiscal notes in the packet.

9: 25: 45 AM

Co-Chair Hoffman MOVED to report CSHB 298(FIN) out of
comittee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTIQON, it was
so order ed.

9:25: 54 AM

CSHB 298(FIN) was REPORTED out of conmittee with a "do
pass" recommendation and with a previously published zero
fiscal note: FNL(DNR), and a previously published fiscal
i npact note: FN3(DOR).

#hb302
CS FOR HOUSE BI LL NO. 302(FIN) am

"An Act requiring each campus of the University of
Alaska to apply to be included on the contribution
list for contributions from permanent fund dividends;
requiring a university to pay an application fee for
each canpus separately listed on the contribution |ist
for contributions from permanent fund dividends; and
repealing certain audit requirenments for entities
recei vi ng contri butions from per manent fund
di vi dends. "

9:26:13 AM

REPRESENTATI VE PAUL SEATON, explained that the bill would
elimnate the audit provision from the Pick, dick, Gyve
program for Permanent Fund Divi dend contri butions.

9:26:47 AM

Co- Chair Stedman di scussed the fiscal notes in the packet.

9: 26: 55 AM
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Co-Chair Hoffman MOVED to report CSHB 302(FIN) am out of
commttee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CSHB 302(FIN) am was REPORTED out of commttee with a "do
pass” recomendation and with a previously published zero
fiscal note: FN1(DCR).

#hb60
HOUSE BILL NO. 60

"An Act relating to aquatic farm permtting involving
geoducks and to geoduck seed transfers between
certified hatcheries and aquatic farns."

9:27: 38 AM

REPRESENTATI VE PAUL SEATON, explained that the |egislation
woul d allow for geoduck farmng in and around the Gulf of
Al aska.

9:27:56 AM

Co-Chair Stedman di scussed the fiscal notes in the packet.

9:28:10 AM

Co-Chair Hoffman MOVED to report HB 60 out of conmttee
wi th individual recomendations and the acconpanying fiscal
notes. There being NO OBJECTIQON, it was so ordered.

HB 60 was REPORTED out of comrittee with a "do pass”
recommendation and wth tw previously published zero
fiscal notes: FN3(DNR) and FN4(DFG).

#hb360
HOUSE BI LL NO. 360

"An Act enacting the Interstate Mning Conpact and
relating to the conpact; relating to the Interstate
Mning Comm ssion; and providing for an effective
date."

9:29: 06 AM

Senat e Fi nance Comm tt ee 12 04/ 13/12 9:08 A M



NANCY MANLY, STAFF, REPRESENTATIVE BOB LYNN, expl ained that
HB 360 woul d authorize the state to join and participate in
the Interstate Mning Conpact Conm ssion. She added that
t he conmmi ssion was a coalition of 24 m ning states.

9:29: 43 AM

Co-Chair Stedman discussed the fiscal note in the packet.
He noted that public testinony had been previously taken.

9:29:56 AM

Co-Chair Hoffman MOVED to report HB 360 out of conmttee
with individual recommendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.

9:30: 10 AM

HB 360 was REPORTED out of commttee with a "do pass”
recommendation and wth a previously published fiscal
i mpact note: FN2 (HFI N DNR).

#hb366
HOUSE BI LL NO. 366

"An Act establishing an Alaska intrastate nutual aid
system and relating to the duties of the Al aska
di vision of honeland security and energency nanagenent
and the duties of the Al aska State Emergency Response
Comm ssion. "

9:30: 50 AM

M CHAEL PASCHALL, STAFF, REPRESENTATIVE ERI C FEI GE, renewed
the ethics disclosures that he had established during the
first hearing of the bill [April 12, 2012]. He explained
that the legislation would establish an intrastate nutual
aid conpact between political subdivisions wthin the
st at e.

9:31:10 AM

Co-Chair Hoffman MOVED to report HB 366 out of conmttee
wi th individual recomendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.

9:31: 22 AM
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HB 366 was REPORTED out of commttee with a "do pass”
recommendation and with a previously published zero fisca
not e: FN1( DWA)

#hb21
CS FOR HOUSE BI LL NO 21(FI N

"An Act relating to the nenbership of the Statew de
Sui ci de Prevention Council."

9:32:13 AM

REPRESENTATI VE ~ ANNA  FAI RCLOUCH, expl ai ned that t he
| egislation would add one nenber as well as a mlitary
presence on the Alaska Suicide Prevention Council. She
furthered that the bill provided the flexibility for a

yout h nmenber to serve until the age of 24.
Co- Chair Stedman di scussed the fiscal note in the packet.

Co-Chair Hoffman MOVED to report CSHB 21(FIN) out of
comittee Wi th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CSHB 21(FIN) was REPORTED out of conmittee with a "do pass”
recommendation and with a new fiscal inpact note from the
Department of Health and Social Services.

#sb217
SENATE BI LL NO. 217

"An Act establishing procedures and guidelines for
auditing pharmacy records; and providing for an
effective date.”

9:33: 50 AM

Co-Chair Hoffman MOVED to ADOPT the proposed conmttee
substitute for SB 217, Wrk Draft 27-LS1411\I (Martin,
4/ 10/ 12) .

9: 33: 59 AM

Co- Chair Stedman OBJECTED for the purpose of discussion.
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9:34: 05 AM

SENATOR DENNI S EGAN, explained that SB 217 would establish
procedures and guidelines for auditing pharmacy records and
hol ding all pharmacies to equal standards. He stated that
the legislation had been introduced by the request of the
Al aska Pharmaci sts Associ ati on.

9: 34: 53 AM

DANA OVEN, STAFF, SENATOR DENNI S EGAN, detailed the changes
in version | of the |egislation.

9: 35: 28 AM

M. Onen. explained that on Page 1, line 8, the word "such"

had been added in replacenent of the word "those". A new

par agr aph had been added to Page 2, |ine 6:
(3) an insurer, mnaged care conpany, hospital or
medi cal service corporation, third-party payor, or
pharmacy benefits manager may not conduct an audit
within 90 days after an audit in which no errors were
found; in this paragraph, "error" does not nean a
clerical error, record keeping error, or typographical
error unless the auditor finds proof of intent to
comm t fraud;

M. Omen continued with the changes. Page 2, line 24 had
been changed to the following to clarify the intent of the
original bill:

(9) calculations of overpaynent by an auditor may not
i nclude dispensing fees unless a prescription was not
di spensed, a physician denied authorization to
di spense the prescription, or the dispensing violated
a termof a contract;

M. Omen explained that Page 2, lines 31 through Page 3,
line 4 replaced a paragraph fromthe original bill:

(11) to the extent that an audit finds clerical or
record keeping errors in a required docunent or
record, the pharnmacy may not be subject to recoupnent
unl ess there is proof of intent to commt fraud or the
clerical or record keeping error results in actual
financial harm to an insurer, managed care conpany,
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hospital or nedical services corporation, third-party
payor, pharnmacy benefits manager, or a custoner;

M. Ownen stated that Page 3, line 7 reflected the addition
of the words, "from the date of conpletion of the audit to
the delivery date of the prelimnary audit report, unless
an auditor finds proof of intent to commt fraud"; the
| anguage applied to the interest that accrued during the
time an audit was being carried out. Paragraph 19 of the
same page was a new paragraph that stated that patient
information accessed in the course of an audit was
confidential and could not be used for narketing purposes.
He stated that the effective date of the legislation had
been changed to January 1, 2013.

9:38:16 AM

Co-Chair Stedman REMOVED his OBJECTION. There being NO
FURTHER OBJECTI ON, Work Draft 27-LS1411\1 was ADOPTED.
9:38:46 AM

M. Ownen remarked that SB 217 sought to achieve fair audit
standards that allowed for adequate auditing of pharnacies;
while reigning in unfair, and often abusive, audi t
practices. He stated that it was inportant to understand
that Al aska's pharnmacies were presented "take it or |eave
it contracts by pharnmacy benefit manager s (PBM .
Pharmacies nust take the contracts if they wanted to be
paid by their custoner's nedical plans for the prescription
drugs that the pharmacies dispensed. He furthered that
contract terns could, and often were, changed unilaterally
by the PBM arbitrarily. He stated that it was not possible
for small independent pharnmacies to negotiate better audit
terms. Anmong the nost abusive practices was the use of
extrapol ation to determ ne how nmuch a PBM may have over paid
a pharmacy; mnmeaning that if an audit found that the
prescription of a certain drug was overbilled, the PBM
could assert that every simlar prescription was |ikew se
overbilled, and then calculate wthout examning actual
di spensing records how rmany such prescriptions the
Pharmacist was |ikely to have filled and wuse that
calculated nunber to determne the anpbunt that was
recoverable. M. Ownen relayed that auditors could, and did,
take typographical errors as errors of fact and proof of
fraud. Dispensing fees (anmounts paid over and above
rei nbursenent costs of drugs) could and were taken back,
even in cases where a prescription was legitinmate, the drug
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di spensed as prescribed, and only the anmount of the
rei mbursed cost was at issue.

M. Onen explained that the bill would also place Iimts on
when an audit could be perforned, the frequency of audits,
the length of tine an audit could |ook back, the tinme that
el apsed between audit conpletion and a prelimnary report
was given to the pharmacy and the length of tinme to deliver
a final report. None of the standards were yet witten in
statute. Finally, the bill would keep patient records
required during an audit confidential. This would ensure
that PBM knowl edge of individual patient prescription drug
usage could not be shared with the arm of the corporation
that retailed the drugs, and prevented the retail arm from
contacting individuals with offers that wundercut |ocal
pharmacies. He noted that the bill was based on nodel
| egi slation that had been adopted in 18 states, 3 of which
had enacted the laws during the time-period of the current
the |l egislative session: U ah, Kentucky, and Indiana.

9:42:16 AM

Co- Chair Stedman di scussed the fiscal notes in the packet.
Co- Chair Stedman OPENED public testinony.

9:42: 31 AM

JI'M PUCKETT, DI RECTOR, DI VISION OF RETI REMENT AND BENEFI TS,
DEPARTNMENT OF ADM NI STRATI CON, expressed concern in
recognition of the departnent's fiduciary responsibilities.
He pointed out to the commttee Page 2, l|line 6. He
expressed that the departnent had reservations concerning
the responsibility of the burden of proof to show that
there had been intent to commt fraud. He stated that the
| anguage was thought by the departnent to be overly broad,
and that the responsibility should lie wth |aw
enforcenment. He furthered that the departnent did not agree
that the legislation should |limt the tinmefrane specified
in an existing agreenent with two business parties, as
witten on Page 2, line 4. He suggested adding: "Unless a
longer time period is specified in a contract between the
pharmaci st and the insurer, manager conpany, hospital or
nmedi cal service corporation, third-party payor, or pharmacy
benefit manager." He directed attention to Page 2, |ine 31,
and expressed departnental concerns that the |anguage was,
again, overly broad. He said that the proof of intent to
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commit fraud was an unreasonable burden for an audit. He
continued to Page 3 line 7. He said that the departnent
believed that there was a tine value of noney that was
uni versally understood; t hat removing interest would
unnecessarily reduce a normal consequence for errors,
overcharging, stealing, or commtting fraud. He stated that
the departnment believed that the |anguage on Page 3, I|ine
10 was too broad because it required the departnent to
accept any record, docunented phone calls, or other witten
el ectronic record as proof that the prescription was
delivered as ordered by the prescriber. He shared that
conput ers and phone | ogs coul d be al tered, or
counterfeited, and did not believe it was unreasonable for
the departnment to require specific business practices. He
rel ayed that the departnment wi shed to add a phrase to Page
3, line 29 that would state, "or any contractor of a
governnmental agency." He suggested that the effective date
be changed in the interest of the tinme it would take to
revi ew contracts.

9:47:26 AM

Co- Chair Stednman asked if Departnent of Admnistration had
participated in the drafting of the bill.

9:47:50 AM
M. Puckett responded that the admnistration wanted
| anguage added to the bill in order to address the

af or enenti oned concerns.

9:48: 01 AM
AT EASE

9:48: 50 AM
RECONVENED

9:48: 52 AM

Senat or Egan queried why the admi nistration was proposing
changes so late in the process. M. Puckett replied that
many of the changes had been recomended during prior
hearings on the bill. Senator Egan furthered that sone
changes had been discussed in commttee, but that the ideas
offered presently had not been discussed. He wondered why
the departnment had suddenly taken issue with the effective
date of the bill.
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9:49: 37 AM

Senat or Egan queried why it took the administration so |ong
to figure out a course of action.

9:49: 56 AM

M. Puckett replied that the recommended changes would be
better for the pharnmacies and the admnistrators of the
health plans. He said that the adm nistration appreciated
the changes that were nmade to the effective date, but that
nore changes were needed to neet reconmendations of the
depart nent.

9:50: 14 AM

Senator Egan comented that major and minor pharmacies
t hroughout the state had provided testinony and ideas to
inprove the legislation. He was disappointed that the
adm nistration had taken so long to present the suggested
changes.

9:50: 45 AM

Senator MCGQuire wondered if the language in the bill was
simlar to legislation that had cone out of other states.

Senator Egan replied that simlar legislation from other
states had been studied while crafting the bill. He noted
that the legislation had been curtailed to needs that were
uni que to Al aska.

9:51: 31 AM

Senator MQ@iire thought that the bill required further
changes. She understood that audits could be taxing to the
smal | er pharmaci es. She noted that the hearing was late in
the | egislative process, but hoped that the bill could be
held for further review

Co- Chair Stedman assured the commttee that, this being the
first hearing of the bill, it was unlikely that it would be
noved out of commttee at this time.

9:52:11 AM
AT EASE
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9:53: 23 AM
RECONVENED

Co-Chair Stedman stated that that Senator Egan would work
with the adm nistration on its concerns regarding SB 217.

SB 217 was HEARD and HELD in commttee for further
consi derati on.

#hb286
CS FOR HOUSE BILL NO. 286(FI N

"An Act providing for and relating to the issuance of
general obligation bonds for the purpose of paying the
cost of state transportation projects; and providing
for an effective date."

9:56: 35 AM

Co-Chair Hoffman MOVED to ADOPT the proposed conmttee
substitute for HB 286, Wrk Draft 27-GH2769\D (Kirsch,
4/ 12/ 12)

9:56:44 AM

Co- Chair Stedman OBJECTED for the purpose of discussion.

9:56: 50 AM

WESTON EI LER, STAFF, SENATOR BERT STEDMAN, expl ained that
the new conmttee substitute reflected grammtical and
formatti ng changes. He directed attention to Page 2, line
8, which listed the projects reordered in alphabetical
order and made conformng changes to the project titles.
The projects and the amobunts remained the same. The second
change was found on Page 3, line 5; again the projects were
reordered for formatting, but no changes were made in the
projects or the project anounts.

Co-Chair Stedman REMOVED his OBJECTION. There being NO
FURTHER OBJECTI ON, Wrk Draft 27-GH2769\ D was ADOPTED.

9: 58: 05 AM

Co-Chair Stednan explained that the legislation had been
worked on by both bodies and had been originally
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recoomended by the adm nistration. He furthered that the
commttee, in conjunction wth the admnistration, was
working to nove the bill forward.

Co-Chair Stedman di scussed the fiscal note in the packet.

CSHB 286(FIN) was HEARD and HELD in conmittee for further
consi derati on.

#hb282
CS FOR HOUSE BILL NO. 282(FIN)

"An Act relating to applying mlitary education,
training, and service credit to occupational |icensing
and certain postsecondary education and enploynent
training requirenments; providing for a tenporary
occupational license for qualified mlitary service
nmenbers; and providing for an effective date."

9:59: 07 AM

AARON SCHROEDER, STAFF, REPRESENTATIVE BILL THOMAS, shared
that the goal of the legislation was to make separating
service nmenber transitions quick and effective. He relayed
that Al aska had seen approximately 1200 separating service
nmenbers in the past two years, many of which had already
received quality training through the mlitary that could
transfer to licensed civilian professions. He explained
that the bill requested the D vision of Professiona
Li censing, University of Alaska, and the Departnent of
Labor to evaluate mlitary training and education, and
assign credit where credit was appropriate wthout
conprom si ng current standards.

10: 00: 10 AM

Co- Chair Stedman di scussed the fiscal notes in the packet.
Co- Chair Stedman OPENED public testinony.

10: 00: 44 AM

MARK  SAN- SOUCI REA ONAL STATE LI AISON COFFI CE, U. S.
DEPARTMENT COF DEFENSE, WASHI NGTON (via teleconference),
testified in support of HB 282. He noted that the
| egislation was the conpanion to SB 150, which the senate
had passed on February 1, 2012. He stated that 1286 service
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nmenbers retired and cane back to the state in FY1l, and the
departnment believed that 1 mllion service nenbers would
separate and go back to the states within the next 5 years.

10: 01: 54 AM

Co- Chair Stedman CLOSED public testinony.

CSHB 282(FIN) was HEARD and HELD in commttee for further
consi derati on.

#hb301
CS FOR HOUSE BILL NO. 301(FI N

"An Act relating to enforcement of boating safety
statutes; anending the termnation date of certain

statutes relating to the use, oper ati on, and
regul ation of boats, a uniform state waterway marking
system and civil liability for boat owners; providing

for an effective date by anending the effective date
of secs. 3, 5, 7, 9, 11, 14, 16, 18, 20, 23, 26, and
27, ch. 28, SLA 2000, as anended; and providing for an
effective date."

ASTRI D LI EVANG, STAFF, REPRESENTATI VE  ALAN  AUSTERNVAN,
expl ai ned that the legislation would repeal the sunset date
on the Alaska Boating Safety Program She stated that the
program currently had 2 sunset dates; the first repealed
the Boating Safety Act in the event that the state did not
receive anticipated federal funds, the second repealed the
program on July 1, 2013. She relayed that the Kids Don't
Fl oat | oaner |ifejacket programwas part of the program

10: 03: 10 AM

Co-Chair Stedman di scussed the fiscal notes in the packet.

CSHB 301(FIN) was HEARD and HELD in conmittee for further
consi derati on.

#hb204
HOUSE BI LL NO. 204

"An Act relating to the State Procurenent Code,
including the use of small procurenent provisions for
certain anounts of |eased space, the requirenent of
Al aska business |icense proof for Alaska bidder and
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ot her procurenent preferences, the registration of
construction contract bi dders and offerors, t he
establ i shnent and mai ntenance of |ists of persons who
want to provide supplies or services to the state,
state agenci es, and state instrunmentalities,
el ectronic bids and proposals, small procurenents, and
witings; and providing for an effective date.”

REPRESENTATI VE ANNA FAlI RCLOUGH, expl ained that HB 204 woul d
clarify the Al aska business license requirement for Al aska
bidder's preferences for conpetitive sealed bids and
proposals. It would increase the dollar threshold for small
procurenents for supply services and professional services
from $50 thousand to $100 thousand, for construction; $100
t housand to $200 thousand, and for square |ease space; 3000

to 7000 square feet. She furthered that the bill allowed
for electronic bids and signatures and elimnated an
outdated vendors list. She stated that he changes were

necessary in order to prevent failures in the procurenent
process and to assist Alaskan bidders, particularly in
rural areas.

10: 04: 43 AM

Co-Chair Stedman di scussed the fiscal notes in the packet.

HB 204 was HEARD and HELD in commttee for further
consi derati on.

#hb205
HOUSE BILL NO. 205

"An  Act relating to state and public entity

procurenent, including the State Procurenment Code,
procurenent preferences, and contract awards; relating
to the nmeaning of 'Alaska bidder'; and providing for

an effective date."

10: 05: 19 AM

Representative Fairclough explained that HB 205 would
streanmline the procurenent process, would elimnate seldom
used enployers with disabilities preference, consolidate
all procurenment preferences under one statute, and clarify
whi ch preferences were cunul ative and those that may not be
conbi ned.
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10: 05: 55 AM

Co- Chair Stedman di scussed the fiscal notes in the packet.

HB 205 was HEARD and HELD in committee for further
consi derati on.

#hb252
CS FOR HOUSE BILL NO 252(FIN)

"An Act exenpting certain small businesses from
the corporate incone tax; and providing for an
effective date.”

10: 06: 31 AM

REPRESENTATI VE M A COSTELLO, testified that the |egislation
woul d exenpt certain small qualifying businesses from the
states corporate inconme tax until the business reached $50
mllion in gross aggregate assets, or after 10 years. She
explained that the definition of a small qualifying
busi ness could found in federal law. She stated that the
hope was to attract businesses that did not currently exist
in the state. The businesses would eventually becone
corporate tax payers.

10: 07: 32 AM

Co-Chair Stedman asked for a <clarification about who
qualified for the exenption.

Representati ve Costello responded t hat qual i fyi ng
i ndustries included:

 Software devel opnent

* Bio-tech

 Pharnaceutical s

* Tel e-comruni cati ons

e Super-conductors

* Busi ness technol ogi es and sol utions
e Media storage servers

* Video ganes

Co- Chair Stednman understood that the |egislation was ained
at a targeted group.
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Representative Costello replied in the affirmative.

10: 08: 09 AM

Co-Chair Stedman di scussed the fiscal notes in the packet.
Co- Chair Stedman OPENED public testinony.

10: 08: 39 AM

TYLER  ARNCLD, CEQ, SIMPLY  SOCI AL, Anchor age (via
tel econference), testified in support of HB 252. He shared
that he was a 19 year-old entrepreneur raised in Anchorage.
He opined that the state had one of the highest corporate
tax rates in the country. He felt that the |I|egislation
woul d hel p to st rengt hen hi s busi ness' s gl oba
conpetitiveness.

Co-Chair Stedman CLOSED public testinony.

CSHB 252(FIN) was HEARD and HELD in conmittee for further
consi derati on.

10:10: 58 AM
AT EASE

10:12:15 AM
RECONVENED

#sb121
CS FOR SENATE BILL NO. 121( STA)

"An Act relating to new defined benefit tiers in the
public enployees' retirement system and the teachers'
retirement system providing certain enployees an
opportunity to choose between the defined benefit and
defined contribution plans of the public enployees

retirement system and the teachers' retirement system
and providing for an effective date."

Co-Chair Hoffman MOVED to report SB 121(STA) out of
committee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes.

Co-Chair Stedman read the fiscal notes in the packet.
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There being NO OBJECTION, CSSB 121(STA) was REPORTED out of
committee with a "do pass"” reconmmendation and wth a
previously published fiscal inpact note: FN2(DOR), a new
fiscal inpact note from the Departnent of Admnistration,
and a new indetermnate fiscal note from the Departnent of
Adm ni stration.

10: 13: 23 AM
AT EASE

10: 13: 56 AM
RECONVENED

t#hcr 23
CS FOR HOUSE CONCURRENT RESOLUTI ON NO. 23(FI N)

Establishing and relating to the Alaska Arctic Policy
Conmi ssi on.

CSHCR 23(FIN) was SCHEDULED but not HEARD.

#hb276
CS FOR HOUSE BILL NO. 276(FI N

"An Act providing for a credit against the oil and gas
production tax for costs incurred for conducting
seismc exploration and drilling certain oil or
natural gas exploration wells in certain basins;
relating to the determnation of the production tax
value of oil and gas production; and relating to a
special tax rate for new oil or gas production south
of 68 degrees North latitude."

CSHB 276(FI N) was SCHEDULED but not HEARD

#
ADJ OURNVENT

10: 14: 20 AM

The neeting was adjourned at 10: 14 AM

Senat e Fi nance Comm tt ee 26 04/ 13/12 9:08 A M



Senat e Fi nance Comm tt ee 27 04/ 13/12 9:08 A M



