SENATE FI NANCE COWM TTEE
April 14, 2012
9:26 a. m

9: 26: 37 AM

CALL TO ORDER

Co-Chair Stednman called the Senate Finance Committee
neeting to order at 9:26 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

Darwin Peterson, Staff, Senator Bert Stednan; Jane Pierson,
Staff, Representative Steve Thonson; Cerald Kepes, Partner,
Head of Upstream and Gas, PFC Energy; Christine Hess,
Staff, Representative Reggie Joule; Representative Max
G uenber g; Dan  Jager, Fire Marshall, Capi t al Cty
Fire/ Rescue; Representative Tammy W] son; Bonnell Wl dstad,
Sel f; Representative M ke Hawker; Erin Shine, Staff,
Representative Craig Johnson; Lynette Ber g, Staff,
Representative Steve Thonson; Representative Paul Seaton;
Timdark, Staff, Representative Bryce Edgnon.

PRESENT VI A TELECONFERENCE

El i zabeth Hensl ey, NANA  Regi onal Cor por ati on, Juneau;
Harl ey Hi ghtower, Chair, Al aska State Board of Registration
for Architects, Engineers, and Land Surveyors, Anchorage;
Boyd Brownfield, Self, Anchorage.

SUMVARY



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

SCS CSHCR 23(FIN) was REPORTED out of
commttee with a "do pass" recommendati on
and with a new fiscal inpact note fromthe
Legi sl ature.

HB 56 | NCLUDE ARSON | N CRI MES OF CONSPI RACY

HB 56 was HEARD and HELD in conmittee for
further consideration.

CSHB 146( RES)
LAND TRANSFER FROM STATE AND ALASKA RR

CSHB 146( RES) was HEARD and HELD in
commttee for further consideration.

CSHB 261( FI N)
COWMERCI AL FI SHI NG ENTRY PERM T LOANS

CSHB 261(FIN) was REPORTED out of conmittee
with a "do pass" recommendation and with a
previ ously published zero fiscal note:
FNL(DFG and a previously published zero
fiscal note: FN3(CED).

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

SCS CSHB 276(FIN) was REPORTED out of
commttee with a "do pass" recommendati on
and with a previously published

indeterm nate fiscal note: FN3(REV) and

a previously published fiscal inpact note:
FN4( DNR)

CSHB 279( FI N)
EXTENDI NG CERTAI N BOARDS & COVM SSI ONS

CSHB 279(FIN) was HEARD and HELD in
commttee for further consideration.

HB 304 ALASKA FI RE STANDARDS COUNCI L
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HB 304 was HEARD and HELD in conmttee for
further consideration.

HB 337 BD OF ARCHI TECTS, ENGQ NEERS, SURVEYORS

HB 337 was HEARD and HELD in committee for
further consideration.

CSHB 365( FI N)
AQUATI C | NVASI VE SPECI ES

CSHB 365(FIN) was HEARD and HELD in
commttee for further consideration.

#hb276
CS FOR HOUSE BILL NO. 276(FIN)

"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 determ nation 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."

9:28:12 AM

Co-Chair Hoffman MOVED to ADOPT the proposed conmttee
substitute for HB 276, Wrk Draft 27-LS1193\W (Nauman,
4/ 13/ 12) as a wor ki ng docunent.

9: 28: 28 AM

Co- Chair Stedman OBJECTED for the purpose of discussion.

DARW N PETERSON, STAFF, SENATOR BERT STEDMAN, discussed the
changes in the new committee substitute, version W He
shared that the follow ng sectional analysis described how
the legislation arrived at a 30 percent allowance on new
production from new fields, which were not in existing
units.

Section 1: AS 43.55.011(e) is the 25% base tax. In
order to calculate the base tax for a new |ease or
property, you take the production tax value and
subtract 30% gross value at the point of production
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for new fields and nultiply by 25% to get the base
t ax.

Section 2: As 43.55.011(g) 1is the progressivity
cal cul ation. You calculate the production tax value as
you normally would and use that to conme up with the
progressivity percentage. Then you take the
production tax value and subtract the incentive
al l omance which is 30% of the gross value at the point
of production for new fields. That gives you your
adj usted production tax value you will pay.

Section 4: AS 43.55.020(a) is the calculation of a
producer’s installnent paynents. It just says that
once you figure out what the tax will be, you pay 1/12
of that anmount nonthly.

Section 8: AS 43.55.160(a) is the calculation of
production tax value. It sinply says you have to
adjust the production tax value based on the new
al l owance in AS 43.55.162.

Section 10: This section sets up the new 30% al | owance
for the first 10 years of sustained production or the
first ten years after January 1, 2013, whichever is
| at er. In order to qualify, a devel opnment nust be in
a new |ease or property that is north of 68 degrees
north latitude and was not part of a unit or did not
have conmercial production prior to January 1, 2008.

9:31:13 AM

Co-Chair Stedman W THDREW his OBJECTION. There being NO
FURTHER OBJECTI ON, Work Draft 27-LS1193\ Wwas ADOPTED

Co-Chair Stedman discussed a fiscal inpact note from the
Department of Natural Resources in the amount of $211, 400
in general funds for two new full-time positions and an
indetermnate fiscal note from the Departnent of Revenue
(DOR). He added that an updated fiscal note was forthcom ng
from DOR.

JANE Pl ERSON, STAFF, REPRESENTATIVE STEVE THOVBON, provided
sonme background for the bill.

BACKGROUND:
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This bill was originally conceived to provide tax
credits nmeani ngful enough to attract exploration
in the Nenana Basin. Fairbanks is suffering from
st aggering energy costs.

1. $660 million |last year for space heating
2. Average KwH is 23 cents
3. Heating oil is over $4.00 per gallon and

4. And Natural Gas is at $23 Mcf and only
avai l able to 1100 custoners due to
shortages of suppli es.

Because of the high costs of energy, many people
are burning wood or coal which is not hel ping
Fai r banks nmeet PM 2.5, EPA standards.

Sonme residents have had to choose between paying
for necessities or keeping warm especially
during this long, cold winter.

The | ack of adequate gas supplies has al so
created a stunbling block for economc
devel opnent, busi nesses are struggling and
devel opnment has been curtail ed.

Yet, just 50 mles north of Fairbanks |ays the
Nenana Basi n:

1. Where there is an exciting potential for gas
and possibly oil

2. Situated adjacent to roads, the rail road and
3. Power transm ssion systens

After working with the House Resources comm tt ee,
DNR, DOR, DOL, and other communities interested
in this concept the bill was devel oped. The bil
was expanded to include drilling in other

unexpl or ed/ under expl ored basins or areas, and
expanded to additionally include seismc

expl orati on.

Yet the original concept of the bill was
preserved, which is to serve Al askans, not only
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by providing incentives that could lead to
commerci al i zati on of hydrocarbons for export, but
al so to pronote exploration for oil and gas
resources in frontier basins where there is a
possibility for |ocal regional use.

Ever present in these discussions was how to
bal ance the elenents of this bill as a public

policy:

1. The State’s Priority to inspire exploration
and devel opnent

2. The level of Risk that is reasonable for the
state to carry

3. The total financial contribution the state is
willing to nmake

4. And the potential for a return on the state’s
i nvest ment

THE SPECI FI CS OF THE BI LL

P.7, [Section 6 AS 43.55.025(p)] In the bil
before you includes six geologic areas for
exploration. (See map provided). All these
areas were identified by DNR as havi ng potenti al
for discovery of hydrocarbons and all with sone
proximty to existing communities struggling with
hi gh energy costs.

1. Kot zebue and Sel awi ck Basi ns

2. Nenana and Yukon Fl ats

Emonak

d annal | en and Cooper River area

Egegi k — Northern Al aska Peni nsul a

o 0 o~ W

Port Ml ler — Southern Al aska Peni nsul a

(DNR can address questions on how we got to these
6 areas and Representatives from Nana and Doyon
can address the inportance of the Nenana and

Kot zebue areas)
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P. 4, [Section 4] Wth addition of these other
5 areas, the potential cost and risk to the
state rose. To address this HB 276 limts the
nunber of exploration wells and seismc
exploration eligible for credits and limts the
credits.

1. Exploration well credits - [imts the nunber
of wells to 4 wells in one of the areas
identified on the map with no nore than 2
wells in any one area. The tax credit for

drilling is for 80% of the total exploration
expendi tures for work performed or $25
mllion, .whichever is less. (This is 15%

nore than what would currently be avail abl e
in existing statute, unless the total cost
is 20% over 25 mllion — then 65%is
better). The total credit exposure is $90
mllion or $30 nmnore than what is
currently available.. However, only 15%
above credits that are currently, avail able.

2. Seismc credits were created in this bil
to attract new geophysical analysis. The
seismic credits are for 4 total projects
with no nore than one in any of the areas
identified on the map. The credit anount is
75% of the total exploration expenditures,
or $7.5 million, whichever is less. (i.e.
10% nore than what is available in existing
statute, unless the total is 35%over 7.5
mllion). The total maximumcredit that
woul d be available is $30 million. However,
this is 10% nore than what m ght be
currently available. Seismic projects are
subj ect to the same pre-qualification
criteria as drilling.

These credits apply to work perforned after June 1,
2012 and like other production tax credits in AS
43.55. 025, expires in 2016. The credit is also not
stackable with other credits provided under AS
43.55.025 or AS 43.55.023. It is the intent of this
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bill that the quick window for these credits wll
create a frontier basin stanpede.

[ Section 6] To ensure the state’s investnent is
warrant ed, and exploration projects are sound, with
DNR s input, prequalification criteria were created
that must be satisfied before any project comences.
DNR has broad discretion to weigh these factors

wi thin 60 days or as soon as practicable before
approving or denying exploration well or seisnmc
exploration credits under this bill. These pre-
gualification criteria can be found for drilling on
page 7, line 21 through page 8, line 2 and for
seismc on page 8, lines 24 through page 9 line 2.

Al so key in discussions on the bill, was how the
state gets a return on its investnent. More

geol ogical data for state use and public rel ease
hel ps to expand our know edge of the potential
resources in these renote areas. It assists present
and future explorers, and seism c data could very
wel | attract new investnent and devel opnent in the
state, bringing the potential for increased
production, tax revenues and royalti es.

Added as qualification for the credits under HB276
is arequirenment that all exploration drilling and
seism c data collected nust be turned over to the
state and nade available for public release within
two years of receiving the credit under this bill.

[ Section 2] The final consideration that arose was
what if an explorer in one of these renote areas of
Al aska is successful ?

These renote frontier areas are difficult to reach
face | ogistical obstacles, and chall enges getting
hydrocarbons to nmarket. Yet producers in these
areas woul d pay the sanme production tax as conpanies
on the North Slope that already has infrastructure
and access to markets.

Ther ef ore, anot her conponent was added:
For those explorers in these frontier basins who

reach comercial production, we gave a break on
production taxes. New producers in “mddle earth”,
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comenci ng production after January 1, 2013 and
prior to January 1, 2022, are eligible for a rate of
4% on the gross value at the point of production, or
t axes under 43.55.011(e), whichever is less, for
seven years followi ng the start of comrercia

pr oducti on.

After 7 years, the tax rate reverts back to what is
in existing statute. This tax rate is crafted only
to apply to new production south of 68 degrees

| ati tude and not within the Cook Inlet. This bill

gi ves no breaks on Royalty, corporate incone tax, or
property taxes. Waat it does, is give explorers
willing to take the risk to explore in these renote
areas sone predictability for the first seven years
of hydrocarbon commercialization. This wll assist
t hese conpanies in obtaining financing for
infrastructure and other costs associated with
renot e areas.

This conpletes ny presentation and | woul d be happy
to answer any of the questions committee nenbers may
ask.

9:40: 42 AM

GERALD KEPES, PARTNER, HEAD OF UPSTREAM AND GAS, PFC
ENERGY, began a Power Point presentation (copy on file). He
expl ained that the presentation exanm ned the changes to HB
276 that inpacted exploration and production activities. He
related that the legislation proposed a gross revenue
al l omance that would inpact new oil developnment or new
devel opnent as sti pul at ed. He concl uded t hat t he
presentation was intended to show the inpact or difference
between the proposed gross revenue allowance and the
current policy for new oil under ACES.

M. Kepes discussed slide 1 titled "ACES ($25/bbl Capex New

Devel opnent)." He related that the slide represented a
stylized new devel opment with capital expenditures (CAPEX)
of approximately $17 per barrel in a 70 mllion barrel

field; the field would have a peak production of 10,000
barrels per day (bbl/d). He explained that at an oil price
of $100 per barrel, the slide's scenario had a net present
value (NPV) of $112 million and generated an internal rate
of return (IRR) of 16 percent.
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M. Kepes spoke to slide 2 titled "ACES with 30 % G oss
Revenue Allowance ($17/bbl Capex New Devel opnent)" and
stated that it depicted the result of applying the gross
revenue allowance to the same new devel opnment as slide 1.
He shared that slide 2's NPV had nearly doubled in
conparison to the previous slide and that the IRR had al so
increased to 20 percent. He concluded that the 30 percent
gr oss revenue al | owance represented a subst anti al
difference for the | owcost new devel opnents and reiterated
that the slide showed the difference between adding the
al l omance versus the current treatnent for new oil.

M. Kepes discussed slide 3 titled "ACES ($25/bbl Capex New
Devel opnment)." He shared that the slide stepped up the cost
scale and had a CAPEX of $25 per barrel for the stylized
new devel opment. He stated that a CAPEX of $25 per barre

was nore reflective of the costs for new devel opnents in
Al aska, which were away from existing infrastructure and
were higher cost. He reiterated that the slide represented
a 70 mllion barrel field wth a peak production |evel of
about 10,000 bbl/d. The slide generated an NPV of
approximately $24 nmillion and an | RR of about 11 percent.

M. Kepes addressed slide 4 titled "ACES with 30% G oss
Revenue Allowance ($25/bbl Capex New Developnent)." He
stated that slide 4 added the 30 percent gross revenue
al l owance to the sane devel opnent as the previous slide. In
conparison to the previous slide, the IRR rose to 14
percent and the NPV al so increased by about $100 mllion to
$121 mllion. He related that the slide showed the inpact
of adding the new gross revenue allowance at higher costs
versus the current treatnent of oil in the ACES regine.

9:45: 14 AM

M. Kepes discussed slide 5 titled "ACES ($34/bbl Capex New
Devel opnent)." He shared that the slide's devel opnent
represented the highest cost range exam ned and that it had
a CAPEX of $34 per barrel. He opined that under ACES, this
sort of investnent was unattractive and generated a
negative NPV and a fairly low I RR

M. Kepes explained slide 6 titled "ACES with 30% G oss
Revenue Allowance ($34/bbl Capex New Developnent)" and
stated that it applied the gross revenue allowance to the
sanme devel opnent as the previous slide. In conparison to
previous slide, the NPV on slide 6 had noved into the
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positive and the IRR had increased to about 10 percent. He
reiterated that the intent of the slides was to denonstrate
the specific difference created by applying the 30 percent
gross revenue allowance to a range of |owcost, nmedium
cost, and high-cost new developnents of oil that were
outside and away from existing infrastructure and
producti on.

Co-Chair Stedman gave a brief explanation of the 30 percent
gross revenue allowance and pointed out that the concept
had arisen from previous wrk on enhancing new oi

production with gross progressivity calculations. If the
conmittee <could not go to a gross calculation and
restructure ACES, enhancenents for new oil needed to be

addressed within the current ACES structure. He explained
that the 30 percent gross revenue all owance was designed to
replicate the returns of prior legislation that the
cormittee had spent a nonth or so working on. He offered
that if ACES was restructured in the future, the gross
revenue allowance would probably also be restructured. He
expl ained that he wanted the public to be inforned as to
t he background and nunbers surroundi ng the concept.

ELI ZABETH HENSLEY, NANA REG ONAL CORPCRATI ON, JUNEAU (via
tel econference), testified in support of the |egislation
and expressed appreciation for the aspects of the bill that
incentivized exploration in the Kotzebue and Selaw ck
Basi ns.

9:48: 52 AM

Co-Chair Hoffman MOVED to report SCS CSHB 276(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.

9:49:12 AM

SCS CSHB 276(FIN) was REPORTED out of commttee with a "do
pass” recommendation and wth a previously published
indetermnate fiscal not e: FN3(REV) and a previously
publ i shed fiscal inpact note: FNA(DNR).

#hcr 23
CS FOR HOUSE CONCURRENT RESOLUTI ON NO. 23( FIN)
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Establishing and relating to the Alaska Arctic Policy
Conmi ssi on.

9:49:43 AM

Co-Chair Hoffman MOVED to ADOPT the proposed conmttee
substitute for HCR 23, Wrk Draft 27-LS1212\T (Nauman,
4/ 13/ 12) as a wor ki ng docunent.

9:50: 02 AM

Co- Chair Stedman OBJECTED for the purpose of discussion.

M. Peterson explained the changes in the new commttee
substitute for HCR 23, version T. He related that on page
2, lines 15 through 17, |language had been added; the
| anguage "and each has a significant stake in the nature
and course of those activities and devel opnent” had been
added to the end of the sentence on lines 16 through 17.
The second change, on page 3, line 3, increased the nunber
of nmenbers of the commission from 17 to 20. On page 3,
lines 21 and 22, the |anguage "with experience in a coastal
managemnment progrant was added after the wordi ng "one nenber
froma coastal community.” He related that the comm ssion's
new nenbers were on subsections K, L, and M Subsection K
added a new  nenber who represent ed t he mari ne
transportations and logistics industry. Subsection L
designated a new nenber to the commssion who would
represent a Native corporation. Subsection M added one
menber to the conmission who would represent a state-
licensed marine pilot. He stated that there were changes to
page 4, lines 6 and 7, which dealt with the commi ssion's
alternate nenbers. He explained that previously, the
comm ssion had four public alternate nenbers, but that the
| anguage had been reworded so that there were two alternate
menbers from the public and two alternate nmenbers from the
| egislature. He added that the two nmenbers from the
| egi sl ature woul d i ncl ude one Senat or and one
Representati ve.

9:52: 03 AM

Co-Chair Stednman W THDREW his OBJECTION. There being NO
FURTHER OBJECTI ON, Work Draft 27-LS1212\T was ADOPTED.

CHRI STINE  HESS, STAFF, REPRESENTATI VE REGE E  JOULE,
explained that the legislation was a result of a
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recommendation by the Northern Waters Task Force that an
arctic policy conm ssion be established. She expl ai ned that
all arctic nations, including the United States, had an
arctic policy, but that the US.'s policy was noving
forward slowy. She concluded that it was decided that
Al aska needed its own arctic policy.

Co-Chair Stedman discussed a fiscal inpact note from
Legi slative Council in the anount of $272,600 in general
funds for the cost of travel and one range 19 position to
staff the comm ssion.

9:53: 25 AM

Co-Chair Hoffrman MOVED to report SCS CSHCR 23(FIN) 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.

9:53:46 AM

SCS CSHCR 23(FIN) was REPORTED out of commttee with a "do
pass" recommendation and with a new fiscal inpact note from
t he Legi sl ature.

#hb56
HOUSE BI LL NO. 56

“"An Act maeking arson in the first degree and arson in
the second degree serious felonies for purposes of
application of the crime of conspiracy."”

REPRESENTATI VE MAX GRUENBERG stated that the |egislation
added 1st and 2nd degree arson to the crinme of conspiracy.
He explained that a conspiracy was an illegal crimnal
agreenent to commt a crime, and one act in furtherance of
the crime. He stated that conspiracy was easier to prove
than the conpleted crine or an attenpt, which required "a
substantial step towards the conpleted crine." He related
that 1st degree arson was the intentional burning or
explosion of property that put a human |ife in danger,
while arson in the 2nd degree was the intentional starting
of a fire or an explosion of a building. He explained that
arson was a very difficult crime to prove because often the
evidence was destroyed and stated that a very small
percentage of arsons were proven. He concluded that the
| egislation was necessary because in a nunber of cases,
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arsons were conspiracies to destroy property for insurance
purposes. He furthered that in many cases, the person
behind the arson was nowhere near the scene and the
evidence was |ong gone. He shared that conspiracy worked
simlar to solicitation in that conpletion was not a
prerequisite for prosecution and conviction. He stated that
conspiracy was one degree below the actual crinme; for
exanple, arson in the 1st degree was a class A felony, so
conspiracy to commt the crinme would be a class B fel ony.

Co-Chair Stedman discussed a zero fiscal note from the
Departnment of Law, a zero fiscal note from the Departnent
of Public Safety, and an indeterm nate fiscal note fromthe
Departnent of Corrections.

9:58: 07 AM

DAN JAGER, FIRE MARSHALL, CAPITAL CITY FIRE/ RESCUE, spoke
in support of the bill. He stated that he was a nenber of
the Al aska Association of Fire and Arson Investigators and
the Alaska Fire Chiefs Association and that both groups
strongly supported the |egislation. He shared his
experience as fire investigator in Al aska over the last ten
years. He related that arson was a difficult crine to
investigate and that it had less than a 2 percent
conviction rate across the country. In 2011, there were
over 35 fires classified as arson or suspicious in nature
in Juneau alone. The property destroyed by the fires
i ncluded vehicles, structures, open fields, and school
parks. He stated that in Juneau, there were three cases in
whi ch suspects were identified and were in the |egal
system One of the cases in the legal system involved an
adult male who set fire to an aerial |adder truck that had
two firenmen still inside of it. He furthered that in
Decenber, two juveniles, ages 7 and 12 lit separate fires
in the local Fred Meyer and Wl -Mart stores and that just
the day prior, a teenager had confessed to setting fire to
an outdoor restroom several tinmes over the past few nonths.
He related that arson was a crinme that was often planned
and carried out by nore than one person. He concl uded that
HB 56 was an inportant bill to fire investigators and that
currently, arsonists could only be charged with that crine
if it was conpleted or attenpted. He explained that the
passage of the bill would provide stronger punishnment
whether or not the conspirators conpleted the arson and
concluded that the legislation could benefit open and
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active cases in Juneau, as well as other areas throughout
t he state.

10: 00: 41 AM

HB 56 was HEARD and HELD in commttee for further
consi derati on.

#hb146
CS FOR HOUSE BI LL NO. 146(RES)

"An Act authorizing the transfer of land from the
State of Alaska and the Al aska Railroad Corporation to
property owners along the Eielson Spur Line; and
providing for an effective date."

REPRESENTATI VE TAMW W LSON, explained that HB 146 restored
a reversionary property right to those affected by the
repeal of Section 1209 of the Al aska Railroad Transfer Act
(ARTA). In 2003, at the wurging of the Alaska Railroad
Corporation, Congress repealed a few sections of ARTA in
order to address sone title issues of concern; however, in
the process, the property owners' reversionary right, which
all oned ownership of the property to be transferred back
once the right of way was no longer in use was also
repeal ed. She pointed out that it was inportant to keep in
mnd that the bill only restored a right that was taken
away and did not grant anyone special privileges, beyond
what was originally in ARTA. She furthered that the bill
only applied to the honmesteads al ong the Eielson Spur Line.
She pointed out that all of the affected parties, the
railroad included, agreed on the bill as witten.

Co-Chair Stedman discussed a zero fiscal note from the
Department of Conmerce, Community and Econom ¢ Devel opnent
and an indetermnate fiscal note from the Departnent of
Labor and Wor kforce Devel oprent.

BONNELl WOLDSTAD, SELF, testified in support of the bill and
stated that it would return her famly's right to reclaim
their property if the railroad ever noved.

Co-Chair Stedman observed that M. Wldstad had travel ed
all the way from the Fairbanks area to testify and
indicated that further testinony regarding her situation
woul d be wel coned.
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Ms. Wldstad explained that her famly owned a US.
patented honestead that pre-existed the railroad. She
related that when the railroad was laid to Ei elson Ar
Force Base, it had crossed over the property. She stated
that under the March 12, 1914 act, the railroad had the
right to cross the property and that her famly had never
argued or disputed that right; however, in 2003, while
attenpting to fix track problens in Anchorage that involved
| and swapping, the railroad had asked Congress to repeal
the reversionary clause. She explained that the unintended
consequence of repealing the reversionary clause was that
her fam|ly had lost their nechanismto reclai m ownership of
the property if and when the railroad ever noved.

10: 05: 03 AM

HB 146 was HEARD and HELD in commttee for further
consi derati on.

#hb279
CS FOR HOUSE BILL NO. 279(FI N

"An Act extending the term nation dates of the Board
of Nursing, the Board of Dental Exam ners, the Board
of Barbers and Hairdressers, the Big Gane Conmerci al
Servi ces Board, the Al coholic Beverage Control Board,
and the Al aska Seism c Hazards Safety Comm ssion; and
providing for an effective date."

10: 05: 27 AM

Co-Chair Hoffman MOVED to ADOPT the proposed conmttee
substitute for SB 279, Wrk Draft 27-LS0944\E (Martin,
4/ 10/ 12) as a wor ki ng docunent.

10: 05: 35 AM

Co- Chair Stedman OBJECTED for the purpose of discussion.

M. Peterson explained the changes in the new conmttee
substitute, version E. He stated on page 2, Section 5,
| anguage had been inserted that specified that a person who
was convicted of a felony involving noral turpitude nay not
serve on a board or conmssion of the state, unless the
conviction had been overturned on appeal or otherw se set
aside. Section 9 of the bill specified that Section 5 only
applied to appointnments on or after the effective date of
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the legislation. He explained that the definition of a
felony involving noral turpitude was referenced in Section
5 as the Alaska Statute 15.80.010. He pointed out that the
committee menbers' packets contained the statute and that
it listed the specific felonies involving noral turpitude.
He offered that crines involving noral turpitude were
crines that were immoral or wong by nature, such as
mur der, mansl aughter, assault, sexual assault, sexual abuse
of a mnor, Kkidnapping, and the distribution or possession
of child pornography. He related that if a person was
convicted of a crine involving noral turpitude, they m ght
be ineligible for certain state |icenses. He further
explained that in Al aska, norticians, hearing aid dealers,
pharmaci sts, real estate appraisers, and even pawn shop
enpl oyees would be prohibited from obtaining a state
license or gaining enploynent if they had been convicted of
such a crinme. He concluded that Al aska should not allow
someone who was convicted of a felony involving noral
turpitude to serve on a state board or comm ssion

10: 07: 54 AM

Co-Chair Stednan WTHDREW his OBJECTION. There being NO
FURTHER OBJECTI ON, Work Draft 27-LS0944\E was ADOPTED

REPRESENTATI VE M KE HAWKER, explained that he was currently
serving as Chairman of the Legislative Budget and Audit
Commttee and that HB 279 was the annual board and
commi ssion reauthorization legislation. He added that the
bill extended the dates of the follow ng state boards and
comm ssions: the Board of Barbers and Hairdressers to June
30, 2019, the Board of Dental Exam ners to June 30, 2019

the Big Gane Commercial Services Board to June 30, 2016,
the Board of MNursing to June 30, 2019, the Al coholic
Beverage Control Board to June 30, 2015, and the Al aska
Seism c Hazards Safety Conm ssion June 30, 2014. He shared
t hat al | of the legislation's extended boards and
commi ssions had undergone the audits that were required by
the Legislative Budget and Audit Conmttee and had been
found neritorious of continuing to exist. He added that he
had no opinion on the substance of the changes offered in
the new conmmttee substitute, but pointed out that the
Al aska Legislature had a |ong-standing precedent of not
including policy calls in reauthorization bills in an
attenpt to "keep them clean.” He recalled that the prior
year, "simlar |anguage” had resulted in "the bill" being
vetoed by the governor. He stated that governor's letter of
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veto was provided to Co-Chair Stedman and offered that the
letter raised a nunmber of questions. He requested that the
comm ttee consider that the new commttee substitute should
be vetted through the judiciary conmittees prior to being
included in legislation at this stage in the process.

Co-Chair Stedman discussed a fiscal inpact note from the
Departnment of Public Safety in the amount $1,538,200 for
the Al coholic Beverage Control Board, a fiscal inpact note
from the Departnent of Natural Resources in the anmount of
$10,000 for the Al aska Seism c Hazards Safety Comm ssion, a

fiscal inmpact note from the Departnment of Comerce,
Community and Economic Developnent in the anpbunt of
$160,200 for the Board of Barbers and Hairdressers, a
fiscal inmpact note from the Departnment of Comerce,
Community and Economic Developnent in the anount of
$461,600 for the Big Gane Commercial Service Board, a
fiscal inmpact note from the Departnment of Comerce,
Community and Economic Developnent in the anount of

$200,900 for the Board of Dental Exam ners, and a fiscal
i mpact note from the Departnment of Commerce, Community and
Econom ¢ Devel opnent in the anpbunt of $1,070,800 for the
Board of Nursing. He concluded that "all of these" were
currently funded in the FY 13 operating budget.

10:11: 04 AM

CSHB 279(FIN) was HEARD and HELD in commttee for further
consi derati on.

#hb304
HOUSE BI LL NO. 304

"An Act relating to the nenbership of the Alaska Fire
St andards Council . "

ERI N SHI NE, STAFF, REPRESENTATIVE CRAI G JOHNSQON, expl ained
that the legislation nade three sinple changes to
menbership of the Alaska Fire Standards Council. She
expl ained that the first change designated an existing seat
to a nmenber of the Alaska Professional Firefighters
Associ ation, the second change added a seat for a nenber of
the Alaska Fire Chiefs Association, and the third change
reclassified the existing seat for a nenber of the Al aska
State Firefighters Association. She stated that t he
governor would appoint one nenber from each of the
associations to the Alaska Fire Standards Council from a
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list of at least three nomnees subnmtted by each
association. She related that the intent of HB 304 was to
insure that the three nentioned associations would have
representation on the Al aska Fire Standards Council.

Co-Chair Stedman discussed a fiscal inpact note from the
Departnent of Public Safety in the anount of $2,200 for
i ncreased travel costs.

10:12: 53 AM

HB 304 was HEARD and HELD in commttee for further
consi derati on.

#hb337
HOUSE BILL NO. 337

"An Act relating to the Board of Registration for
Architects, Engineers, and Land Surveyors and to the
Depar t ment of Conmer ce, Communi ty, and Econom c
Devel opnent . "

LYNETTE  BERG STAFF, REPRESENTATI VE ~ STEVE  THOVSON
introduced HB 337 and stated that it would revise the
Al aska Statutes to designate a full-time investigator,
rather than part-tine, to serve the Al aska State Board of
Regi stration for Architects, Engineers, and Land Surveyors
(AELS). She explained that the full-time position would
insure that the AELS Board could neet the grow ng demands
of oversight in the industries within its responsibility.
She related that currently, the AELS Board shared one part-

time i nvesti gator with five ot her boar ds. The
investigator's oversight included a total of around 20,000
licensees; furthernore, out of the 20,000 Iicensees, 28

percent were AELS registrants, which represented over 5,600
licensees for the AELS Board alone. She stated that a new
regulation had recently taken effect, which added ten
additional engineering professions to the AELS Board's
oversight. She furthered that sone of new professions under
the AELS Board's regulation included the structural

environnental, nuclear, and industrial engineering branches
and that the nunber of |icensees under the AELS Board woul d
increase drastically. She offered that adding the new
branches of engineering was necessary for the safety of
Al askans; however, the additional branches would add to an
al ready heavy workload for the part-tinme investigator. She
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furthered that the lack of a full-time investigator for the
board could reduce its effectiveness in carrying out
charges that were required by the statutes and the
regul ations. She concluded that an unintended consequence
of overloading the investigator mght be a failure to fully

fulfill state and regul atory charges and stated that HB 337
woul d hel p the AELS Board properly oversee |icensees, while
still remaining in conpliance with all state regulations

and statutes. She spoke to the fiscal note and pointed out
that the AELS Board intended to begin forward funding the
full-time investigator position by Decenber of 2013, at
which tine the next scheduled fee increase would take

place. Currently, licensees nust pay $125 for biennial
licensure. The fee increase was expected to be a mninal
increase of $20 or less per |licensee per year. She
concluded that all the testinony on the bill had been in

favor of the fee increase.

10: 16: 37 AM

Co-Chair Stedman discussed a fiscal inpact note from the
Department of Conmerce, Community and Econom ¢ Devel opnent
in the amount of $114, 900.

Senator MQuire queried what specific boards, other than
the AELS Board, the investigator was currently assigned to
and pondered if the five remaining boards would each
request its own investigator, should the |egislation pass.
Ms. Berg replied that the other boards represented the
construction contractors, honme inspectors, el ectrical
adm ni strators, mechanical adm nistrators, and storage tank
wor ker s.

Senator McQuire inquired if there had been any testinony as
to whether or not the remaining boards would also require
their own individual investigator. M. Berg replied that
she had not heard any testinony to that effect.

HARLEY HI GHTONER, CHAI R, ALASKA STATE BOARD OF REG STRATI ON
FOR ARCH TECTS, ENG NEERS, AND LAND SURVEYORS, ANCHORAGE
(via teleconference), testified in support of HB 337. He
related that he was an architect who had been practicing
statewi de since 1964 and that he was presently serving as
chair of the AELS Board. He related that HB 337 represented
a priority issue for AELS and that it would allow the board
to nore effectively performits charge of the protection of
the health, safety, and welfare of the public. He stated
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the current AELS investigator also served five other boards
and was forced to pick and choose which cases to pursue. He
warned that the investigator's overl oaded schedul e was not
only a health and safety issue, but that it also exposed
the state and the board to liability. He furthered that the
cost increases created by the legislation would be m ninal
and would be covered by a slight increase in fees. He
offered that AELS's fees were reasonable and fell in the
| oner range in conparison to the other 54 jurisdictions. He
concluded that the professions that were regulated by the
AELS Board all supported the |egislation.

BOYD BROWNFI ELD, SELF, ANCHORAGE (via teleconference),
expressed his support of the legislation. He shared that he
had been a registered civil engineer in Al aska since
August, 1975 and had served on the AELS for 8 years. He
stated that during his tenure on AELS Board, he served as
the chairman for two years and vice-chair for four years
and expressed support of the board having its own full-tine
investigator. He pointed out that AELS was the third
| ar gest professional board out of 20 boards, but that AELS
was first in the category of conplexity because it had four
separate and distinct professions to serve. He related that
the engineering profession alone had six separate and
di stinct braches, each representing its own technical
chall enges and that the nunber of branches would soon
increase 15. He stated that the AELS investigator was
assigned to several different boards and was only serving
AELS 17 percent of the tine. He shared that the current
i nvestigator was performng his duties in a "superb” manner
and encouraged the commttee to pass the |egislation.

Co-Chair Stedman discussed a fiscal inpact note from the
Department of Commerce, Community and Econom c Devel opnent
in the amount of $114, 900.

10: 23: 54 AM

HB 337 was HEARD and HELD in commttee for further
consi derati on.

#hb365
CS FOR HOUSE BILL NO. 365(FI N

"An Act relating to the rapid response to, and control
of , aquatic invasive species."
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REPRESENTATI VE PAUL SEATON, introduced HB 365 and stated
that the |egislation addressed an issue of invasive species
comng into Alaska. He explained that there were situations
where an invasive species would cone into an area and
instead of a rapid containnent and elimnation response,
studies were conducted. He shared that containment of an
invasive species could be done at the point of
introduction, but that after a species was established
t hroughout a range, it Dbecanme extrenmely difficult and
expensive to renove. He discussed an invasive species
situation in Sitka, where D demmum Vexillum had infested
Whiting Harbor and related its potential i npact on
fisheries in the area. He explained that HB 365 gave the
Department of Fish and Gane and other state agencies the
authority and tools to rapidly respond to invasive species
out breaks. The legislation also directed the "board and
staff" to prioritize the eradication of an invasive species
over the other managenent issues in that area. He furthered
that the bill required the Departnent of Natural Resources
to include a "hold harm ess” provision in its |eases and
permts in order to enable the departnent to respond on an
enmergency basis and not be held |iable.

Co-Chair Stedman di scussed three zero fiscal notes fromthe
Departnment of Environnental Conservation and the Departnent
of Health and Social Services, one fiscal inpact note from
the Departnment of Natural Resources in the amount of
$84, 200, and a fiscal inpact note from the Department of
Fish and Gane in the ampbunt of $489, 200.

10: 27: 45 AM

CSHB 365(FIN) was HEARD and HELD in conmttee for further
consi derati on.

#hb261
CS FOR HOUSE BILL NO. 261(FI N

"An Act relating to Iloans for the purchase of
commercial fishing entry permts; and providing for an
effective date.”

TIM CLARK, STAFF, REPRESENTATIVE BRYCE EDGVON, highlighted
the bill and stated that the legislation increased the
maxi mum | oan amount for entry permt |oans under Section B
of the Commercial Fishing Revolving Loan Fund from $100, 000
to $200,000. He explained that the increase reflected the
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reality of the cost of entry permts and expounded that in
2011, the Prince WIlliam Sound salnon drift net permt
averaged $161,000 in price. The loans wuld only be
available to Alaska residents who were not eligible for
financing through conmmercial banks or the Al aska Conmerci al
Fishing and Agriculture Bank. He concluded that the bill
|owered the barrier for Al askans to take ownership of
Al askan fisheries and helped elimnate the hindrance of the
cost of entry permts.

Co-Chair Stedman discussed two previously published zero
fiscal notes from the Departnment of Fish and Gane and the
Depart ment of Comrerce, Conmunity and Econom c Devel opnent.

10: 29: 42 AM
AT EASE

10: 30: 02 AM
RECONVENED

10: 30: 09 AM

Co-Chair Hoffman MOVED to report CSHB 261(FIN) out of
comittee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTION, it was
so order ed.

10: 30: 16 AM

CSHB 261(FIN) was REPORTED out of commttee with a "do
pass" recomendation and with a previously published zero
fiscal note: FNL(DFG and a previously published zero
fiscal note: FN3(CED).

#
ADJ QURNVENT
10: 30: 46 AM

The neeting was adjourned at 10: 30 AM
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