SENATE FI NANCE COWM TTEE
April 15, 2012
9:09 a.m

9:09:24 AM

CALL TO ORDER

Co-Chair Stedman called the Senate Finance Commttee
nmeeting to order at 9:09 a.m

VEMBERS PRESENT

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

Senat or Denni s Egan

Senat or Donny O son

Senat or Joe Thomas

VEMBERS ABSENT

None

ALSO PRESENT

Darwin Peterson, Staff, Senator Bert Stednman; Curtis
Thayer, Deputy  Comm ssi oner, Depar t ment of Conmmer ce,
Community and Economic Developnent; Juli Lucky, Staff,

Representative M ke Hawker; Annie Carpeneti, Department of
Law, Senator Dennis Egan; Ed Fogels, Deputy Comm ssioner,
Department of Natural Resources; Christopher dark, Staff,
Representative Cathy Miunoz; Randy Hoffbeck, Chief of Staff,
North Sl ope Borough; Representative Paul Seaton; Matt
Felix, Alaska Addiction Professional Association; Jan
Wentnore; Bob Coghill, Self; Elaine Vroman, Meeting the
Chal | enge, Anchor age.

PRESENT VI A TELECONFERENCE

Ellen Ganley, Public Menber, ABC Board, Fairbanks; Kate
Bur khart, Executive Director, Advisory Board on Al coholism
and Drug Abuse; Chrystal Schoenrock, Self, N kiski; Jeff
Jessee, Chief Executive Oficer, A aska Mental Health Trust
Aut hority, Anchorage; Johanna Bales, Deputy Director, Tax
Di vi si on, Departnment of Revenue.



SUMVARY

CSHB 89( RES)

EXTRACTI ON OF BEDLOAD MATERI AL

CSHB 89( RES) was REPORTED out of commttee with a
"do pass” recoommendation and with a new
indeterminate fiscal note from the Departnent of
Transportation and Public Facilities and new
indeterminate fiscal note from Departnent of
Nat ural Resources.

CSHB 121(RLS)

LOAN FUNDS: CHARTERS/ MARI CULTURE/ M CROLOAN

SCS CSHB 121(FIN) was REPORTED out of conmmttee
with a "do pass" recommendation and with four new
fiscal inmpact notes by the Senate Finance
Commttee for the Departnent of Conmmer ce,
Communi ty and Econom c Devel opnent.

CSHB 125(L&C) (efd am

ALCCOHCLI C BEVERACGE CONTROL BOARD

SCS CSHB 125(FIN) was REPORTED out of conmmttee
with a "do pass" recomendation and wth a
previ ously published zero fiscal note: FN4(DCCED)
and a previously published fiscal inpact note:
FN5( DCCED) .

CSHB 264( CRA)

MUNI PROPERTY TAX DEFERRAL: SUBDI VI SI ONS

SCS CSHB 264(FIN) was REPORTED out of committee
with a "do pass" recomendation and wth a
previously publ i shed zero fiscal not e:
FN2(DCCED), and a new zero fiscal note by the
Senate Finance Committee for the Departnent of
Revenue.

CSHB 279( FI N)

EXTENDI NG CERTAI N BOARDS & COMM SSI ONS

SCS CSHB 279 was REPORTED out of committee with a
"do pass" recomendation and wth previously
publ i shed fiscal i npact not es: FN4( DCCED) ,
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FN5( DCCED), FN6(DCCED), FN7(DCCED), FN8(DNR), and
FNO( DPS) .

CSHB 359( FI N) am
SEX CRI MES; TESTI MONY BY VI DEO CONFERENCE

CSHB 359(FINam was REPORTED out of comittee

with a "do pass” recommendation and wth
previously published indeterm nate fiscal notes:
FN8( COURT) and FN14( DOC) , and previ ously

publ i shed zero fiscal notes: FN9(DOA), FN1O(D®A),
FN11(DOL), FN12(DPS), FN13(DPS).

CSHB 361( FI N) am
DI SPOSALS OF STATE RESOURCES/ ROYALTI ES

SCS CSHB 361(FIN) was REPORTED out of committee
with a "do pass" recommendation and with a new
zero fiscal note from the Departnent of Natural
Resources, and previously published zero fiscal
notes: FNL(DFG and FN2(DOT).

CS FOR HOUSE BILL NO. 121(RLS)

"An Act establishing the commercial charter fisheries
revolving loan fund, the mariculture revolving |oan
fund, and the Al aska mcroloan revolving |loan fund and
relating to those funds and |oans from those funds;
and providing for an effective date."

9:10: 52 AM

Senator Thomas MOWED to ADOPT the proposed conmttee
substitute for CSHB 121(RLS), Wrk Draft 27-GH1728\S
(Bul lard, 4/14/12).

Co- Chair Stedman OBJECTED for the purpose of discussion.

DARW N PETERSON, STAFF, SENATOR BERT STEDMAN, expl ained the
changes in the conmittee substitute. He stated that
Sections 1 to 11 were new sections that would establish the
Community Quota Entity revolving loan fund, and was based
on | anguage from SB 204. He stated that the intent of the
program was to assist small coastal comunities throughout
Sout heast Al aska and the Gulf of Alaska to form non-profit
community entities that nmay be eligible for up to a $1
mllion loan fromthe State to purchase up to 50,000 pounds
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of fishing quota that would be held in trust for comunity
residents. Currently there were 45 coastal comunities that
could qualify, because they neet the requirenents of being
off the road systemwith a population of 1500 or less and a
history of fishing. After consulting with the Al aska
Bankers Associ ations, side-bars were placed on the program

to satisfy some of their concerns. On page 3, line 14 the
interest defernment was reduced from 10 years to 2 years. On
page 3, |line 15 the |anguage expressly prohibited the

Community Quota Entity from refinancing their |oan through
the State. The |anguage was also adjusted to nmake the
Community Quota Entity a pilot program that would sunset
in five years. The fiscal note appropriated $10 mllion,
whi ch was enough for ten communities. In five years, the
| egislature could revisit the program |f the program had
proven to be successful, the legislature could decide if
the program should continue. In addition, the comittee
substitute placed an interest rate floor on |oans offered
t hrough the Commercial Fishing Loan Fund. The floor would
be the prime rate plus one percentage point, plus an
addi ti onal percentage point determ ned by the Departnent to
represent risk. This would pronote interest rates offered
through the State's loan program that were nore closely
based on narket forces and woul d discourage the State from
offering artificially low subsidized rates that would
conpete with the private sector.

M. Peterson stated that Section 12 set up the Comrerci al
Charter Fisheries Revolving Loan Fund. He stated that the
commttee substitute renoved the sub-sections referring to
vessels, so loans could only be used for purchase permts.
Loans for fishing vessels <could be accessed through
conventional |enders. He stated that page 7, lines 13 to 15
limted the loan amount for a charter halibut permt to a
value determned by the Departnent, based on a 12-nonth
rolling average set quarterly, not to exceed $100,000. He
expl ai ned that the average price for halibut permts ranged
from $29, 000 to $61, 000.

Co-Chair Stedman REMOVED his OBJECTION. There being NO
FURTHER OBJECTI ON, Work Draft 27-GHL728\'S was ADOPTED.

9:15:32 AM

Co-Chair Stedman explained that there was current work
regarding HB 121, and wondered if M. Curtis had any
remar ks for the conmttee.
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CURTI S THAYER, DEPUTY COW SSI ONER, DEPARTMENT OF COVMERCE
COMVUNI TY AND ECONOM C DEVELOPMENT, expl ained the different
fishing revolving loan funds. He remarked that with this
particular |loan, there was delayed paynent for up to seven
years.

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

Co-Chair Hoffman MOVED to report SCS CSHB 121(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.

SCS CSHB 121(FIN) was REPORTED out of commttee with a "do
pass" recommendation and with four new fiscal inpact notes
from the Senate Finance Conmittee for the Departnent of
Commer ce, Community and Econom c Devel opnent .

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."

9:19:02 AM

Co-Chair Stedman discussed the six fiscal notes in the
menbers' packets.

JULI LUCKY, STAFF, REPRESENTATI VE M KE HAVKER
expressed that the bill sponsor addressed their concerns at
a previous neeting. She stated that the bill sponsor

preferred to keep the board extensions clean from the
policy calls, but did not conment what specific policy call
the commttee woul d be naking.

Co-Chair Hoffman MOVED to report SCS CSHB 279 out of
comittee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTION, it was
so order ed.
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SCS CSHB 279 was REPORTED out of committee with a "do pass”
recommendation and with previously published fiscal inpact
notes: FN4(DCCED), FN5(DCCED), FN6(DCCED), FN7(DCCED),
FN8(DNR), and FNO(DPS).

CS FOR HOUSE BILL NO. 359(FIN) am

"An Act relating to conspiracy to commt human
trafficking in the first degree or sex trafficking in

the first degr ee; relating to the «crime of
di stribution of indecent material to mnors, the crine
of online enticement of a mnor, the crinme of
prostitution, and the «crine of sex trafficking;
relating to forfeiture of property used in

prostitution offenses; relating to testinony by video
conference; adding Rule 38.3, Alaska Rules of Crim nal
Procedure; and providing for an effective date.™

9:21:21 AM

ANNI E CARPENETI, DEPARTMENT OF LAW stated that the bill
addressed sex trafficking. More than half the bil

addressed a change in the title of a crime from "pronoting
prostitution in the first, second, third, and fourth
degrees” to "sex trafficking"” in those degrees. The reasons
for the <change in title were: 1) Comunication. Law
enforcenment, alnost wuniformy, describes this conduct as
sex trafficking, rather than "pronoting prostitution.” This
comuni cation has led to sone msunderstandi ngs over the
| ast several years. 2) It is considered to be nore
respectful to victims of these crinmes to be considered
victimse of sex trafficking, rather than people who are

being pronoted as prostitutes. The pages of the bill are
conform ng, throughout the statutes, to the nane change.
The bill also adds two crines to the state's conspiracy

law. 1) Human trafficking in the first degree, which is a
class-A felony; and 2) Sex trafficking in the first degree,
which is either a class-A felony, if you are trafficking an
adult; or an unclassified felony, if you are trafficking a
child. The bill raised the penalty for being a patron of a
prostitute who is under 18 years of age, from a class-B
m sdeneanor to a class-C felony, if the patron is over 18-
years-old and is at least three years older than the
victim The bill also addressed the crine of distribution
of indecent material to mnors. The bill tightened the
el enents of the crine to require the State, in prosecuting
the person for this offence, to prove that the person
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intentionally distributed the material or possessed it with
intent to distribute. The bill did not make any changes in
the elenents of the offenses, wth one exception: the House
Fi nance Conmittee changed the age of the victim from under
18 years of age to less than 20 years of age, for that
crime to be considered an unclassified felony. The rational
for that change was that 18 to 19 year old people may be
considered adults in some ways, but were still vulnerable
to victim zation by ol der people.

Co-Chair Stedman di scussed the fiscal notes in the menbers
packets.

Co-Chair Hoffman MOVED to report CSHB 359(FIN)am out of
comittee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTION, it was
so order ed.

CSHB 359(FI N am was REPORTED out of committee with a "do

pass" recommendat i on and W th previ ously publ i shed
indeterminate fiscal notes: FN3(COURT) and FN14(DOC), and
previously publ i shed zero fiscal not es: FNIO( DOA) ,

FNLO(DOA), FNL1(DOL), FNL2(DPS), FNL3(DPS).

CS FOR HOUSE BILL NO. 361(FIN) am

"An Act relating to the Alaska Land Act, including
certain |eases, sales, and other disposals of state
land and materials; relating to production royalties
frommners; and providing for an effective date."

9:26: 02 AM

Co-Chair Hoffman MOVED to ADOPT the proposed conmttee
substitute for CSHB 361(FINam Wrk Draft 27-GR717\E
(Bail ey, 4/15/12).

Co- Chair Stedman OBJECTED for the purpose of discussion.

Senat or Egan explained the changes in the new conmttee

substitute. The bill had an added phrase in the title that
adds Section 26: conveying a partial of land. The end of
Section 7, page 4, line 1 mtched a change that the

Resource Committee made to the Senate version, requiring
public notice of renewal decisions for state |and |eases.
The |ast change was on page 17, which added a parcel of
land to the Gty and Borough of Juneau. He remarked that he
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had worked for over tw vyears regarding l|and transfer
i Ssues.

Co-Chair Stedman REMOVED his OBJECTION. There being NO
FURTHER OBJECTI ON, Wrk Draft 27-GH2717\E was ADOPTED.

ED FOCELS, DEPUTY COW SSIONER, DEPARTMENT OF NATURAL
RESOURCES, stated that the bill was a result of the
| egi sl ature and governor's request for the Departnent of
Nat ural Resources (DNR) to exam ne the permtting systens,
to reduce the backlog, and to reduce the tinme and cost for
applicants. A bottomup review of the statutes had been
conducted over the year prior, and this bill was the first
batch in inproving the permtting process. He felt that the
changes would enable DNR to process applications nore
qui ckly, and reduce time and cost for the applicant. The

bill would inprove the land |easing process by giving DNR
nore flexibility in issuing negotiated |eases instead of
conpetitive | eases. The bill would allow DNR nore

flexibility in renewing |eases. He stressed that the bil
was only for land | eases, not oil and gas |eases. The bil
woul d meke the material sale process nore efficient, and
allow the State to sell materials at bel ow market value for
public purposes. The bill would allow DNR to use seal ed-bid
and public outcry auctions for increased efficiency. The
bill would nodernize the public notice requirenents by
enphasi zing online public noticing. The bill would reduce
paperwork by allowing a mner to choose either fiscal or
cal endar years to match their tax filings. The bill would
allow DNR to renew off-shore mning leases for up to 20
years.

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

Co-Chair Hoffman MOVED to report SCS CSHB 361(FIN) out of
comittee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTION, it was
so order ed.

SCS CSHB 361(FIN) was REPORTED out of commttee with a "do
pass" recommendation and with a new zero fiscal note from
the Departnent of Nat ur al Resour ces, and previously
publ i shed zero fiscal notes: FNL(DFG and FN2(DOT).

CS FOR HOUSE BILL NO. 264( CRA)
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"An Act allowing a deferral of nunicipal property
taxes on the increase in the value of real property
attributable to subdivision of that property; and
providing for an effective date."

9:31:14 AM

Co-Chair Hoffman MOVED to ADOPT the proposed conmttee
substitute for CSHB 264(CRA), Wrk Draft 27-LS1090\X
(Bullard, 4/14/12).

M. Peterson stated that Sections 1 to 3 of the conmmttee
substitute would exclude the value of the |ease-hold
interest on the properties for the purpose of determning
the full and true value by the state, only if |[ocal
government chooses to exenpt that property fromtaxation

Co-Chair Stedman REMOVED his OBJECTION. There being NO
FURTHER OBJECTI ON, Work Draft 27-LS1090\ X was ADOPTED

9:32:19 AM
AT EASE

9:33: 22 AM
RECONVENED

CHRI STOPHER CLARK, STAFF, REPRESENTATI VE  CATHY  MJUNQZ,
| ooked at Sections 1 and 4, and stated that the property
def erral was an option allowed to rmunicipalities.
Muni ci palities could defer any tax increase associated with
subdi vided property. The intent was to encourage housing
devel opment. You could defer the tax increase for up to
five years, and the deferral would end as soon as a | ot was
sold or a new hone or comrercial building was built on the
lot. He stated that Sections 5 and 6 related to the
muni ci pal tax cap.

9: 35: 15 AM

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

JOHANNA BALES, DEPUTY DI RECTOR, TAX DIVISI ON, DEPARTMENT OF
REVENUE (via teleconference), testified the DOR and the
governor were against Sections 5 and 6 of the bill. Those
Sections renmoved the nunicipal tax cap on petroleum
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property and ot her property wi t hin muni ci pality's
jurisdiction.

RANDY HOFFBECK, CHI EF OF STAFF, NORTH SLOPE BOROUGH, spoke
to Sections 5 and 6 of the bill. He stated that the tax cap
did not limt the total amount of noney in tax that could
be collected by a municipality, but parse it into two
sections: operation and debt. The provision would renove
the 225 percent cap, and allow the nunicipalities nore
flexibility to use the noney in the nost efficient manner
possible. Currently, in order to collect a portion of the
debt, the North Slope Borough had to cycle noney through a
bond market by selling general obligation debt.

Senator O son pointed out that he had a letter from the
mayor of Juneau that expressed support of the |egislation.

Senator O son MOWED to report SCS CSHB 264(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.

SCS CSHB 264(FIN) was REPORTED out of conmttee with a "do
pass” recomendation and with a previously published zero
fiscal note: FN2(DCCED), and a new zero fiscal note by the
Senate Finance Committee for the Departnment of Revenue.

CS FOR HOUSE BILL NO. 89( RES)

"An Act relating to the disposal of certain bed |oad
material in conjunction with a flood mtigation plan.”

9:43: 35 AM

REPRESENTATI VE PAUL SEATON, stated that HB 89 addressed
fl ooding, and nunerous energency declarations that occur
al nrost annually. Mch of the flooding occurred because
gravel builds wup in riverbeds, and then the flooding
damaged commercial or private property. The bill would
allow DNR to consider the mitigation of those disasters as
part of the fair nmarket value. Currently, DNR had to get
the fair nmarket value of the sand and gravel that was
removed under-navigable rivers. The problem was that there
was an up-front fee of up to $5 a yard, which was
uneconom cal for renoval. The bill would allow DNR to take
a net profit of a mninmum of 12.5 percent of the extracted
value, instead of a gross value at extraction. It would
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allow operators to renove the gravel and save the State
noney at the same tine.

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

Co-Chair Hoffman MOVED to report CSHB 89(RES) 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.

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

CSHB 89( RES) was REPORTED out of conmittee with a "do pass”
recommendation and with a new indetermnate fiscal note
fromthe Departnment of Transportation and Public Facilities
and new indetermnate fiscal note from Departnent of
Nat ural Resources.

CS FOR HOUSE BILL NO. 125(L&C) (efd am

"An Act noving the Alcoholic Beverage Control Board to
the Departnment of Commerce, Comunity, and Econom c
Devel opnent and relating to duties of that departnent;
relating to the exercise of peace officer powers
granted by the Alcoholic Beverage Control Board; and
providing for an effective date."

9:46: 46 AM

JULI LUCKY, STAFF, REPRESENTATIVE M KE HAWKER, stated that
the legislation would nove the Al coholic Beverage Control
Board (ABC) from DOT/PF to DCCED. She stated that the ABC
Board took on the character of an unbrella agency. The ABC
Board felt that they were treated nore toward enforcenent,
r at her than a collaborative relationship to ensure
conpliance with a licensure. The goal was to balance the
rigorous enforcenent of the statutes with a collaborative
effort to achieve |icensure conpliance, and there would be
no change to the enforcenment process.

Co-Chair Hoffman MOVED to ADOPT Anendnment for HB 125,
B. A 1.

Co- Chair Stedman OBJECTED for the purpose of discussion.

Ms. Lucky explained that there was an anendnent from the
House of Representatives, regarding whether or not the ABC
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Board or its enployees could ask private club's nenbers to
provi de a key card. The anendnment that was adopted was that
the ABC Board could not require a private club nenber to
hold an access device. The way that the anmendnment was
witten seened to prohibit keys to get into a door, so the
proposed anendnent was nore of a technical anendnent to
ensure the previously adopted anmendnent work the way it was
i nt ended.

Co-Chair Stedman REMOVED his OBJECTION. There being NO
FURTHER OBJECTI ON, Anmendnent B. A. 1 was ADOPTED

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

9: 50: 00 AM

MATT FELI X, ALASKA ADDI CTI ON PROFESSI ONAL ASSOCI ATI ON

testified against the legislation and stated that the ABC
Board was recently noved to the DPS at a request from
former Representative Lisa Mrkowski. He felt that there
needed to be decent enforcenent of alcohol, and stated that
t he nove woul d "dunmb down" the ABC Board.

9:51: 38 AM

JAN WRENTMORE, OWER, RED ONION SALOON, testified in
support of the bill.

9:52: 02 AM

BOB COCGHILL, SELF, testified against the bill and shared
that the ABC board would be nore effective working wthin
DPS.

9:53:12 AM

ELLEN GANLEY, PUBLIC MEMBER, ABC BOARD, FAIRBANKS (via
tel econference), testified against the bill and stated that
the role of the ABC Board was enforcenent.

9:53: 51 AM

KATE BURKHART, EXECUTI VE DI RECTOR, ADVI SORY BOARD ON
ALCOHOLI SM AND DRUG ABUSE (via teleconference), expressed
the board's strong opposition to legislation and related
that the bill was bad policy.
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9:54: 36 AM

CHRYSTAL SCHOENROCK, SELF, N KISKI (via teleconference),
testified in support the bill and felt that the DCCED was
better equipped to deal with |icensing issues.

9:55:27 AM

JEFF JESSEE, CH EF EXECUTI VE OFFI CER, ALASKA MENTAL HEALTH
TRUST AUTHORI TY, ANCHORAGE (via teleconference), expressed
strong opposition to the bill. He related that the ABC
Board shoul d be housed in the DPS.

9:57:21 AM

ELAI NE VROVAN, MEETING THE CHALLENGE, ANCHORAGE, testified
in opposition to the bill.

Senator Ellis expressed that he would have preferred a nore
robust commttee effort on the bill, and nore public
hearing of the pros and cons of the bill.

Co-Chair Hoffman MOVED to report SCS CSHB 125(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 order ed.

SCS CSHB 125(FIN) was REPORTED out of conmttee with a "do
pass" recommendation and with a previously published zero
fiscal note: FN4(DCCED) and a previously published fisca
i npact note: FN5(DCCED).

9:58: 49 AM
AT EASE

11:51: 11 PM

ADJ QURNVENT

The neeting was adjourned at 11:52 PM
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