SENATE FI NANCE COWM TTEE
March 11, 2014
5:21 p.m

5:21: 22 PM

CALL TO ORDER

Co-Chair Kelly called the Senate Finance Commttee neeting
to order at 5:21 p.m

VEMBERS PRESENT

Senator Pete Kelly, Co-Chair

Senat or Kevin Meyer, Co-Chair

Senat or Anna Faircl ough, Vice-Chair
Senator dick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny d son

VEMBERS ABSENT

None

ALSO PRESENT

Bruce Canpbell, Staff, Senator Pete Kelly; Joe Balash,
Comm ssioner, Departnent of Natural Resources; M chael
Pawl owsKki , Deput y Comm ssi oner, Strategic Fi nance,

Department of Revenue; Christine Mrasigan, Staff, Senator
Kevin Meyer; Jordon Shilling, Staff, Senator John Coghill.

SUMVARY
SB 64 OWNI BUS CRI ME/ CORRECTI ONS BI LL

SB 64 was HEARD and HELD in conmittee for further
consi derati on.

SB 138 GAS PI PELINE; ACGDC, O L & GAS PROD. TAX

SB 138 was HEARD and HELD in committee for
further consideration.

#sb138
SENATE BILL NO. 138




"An Act relating to the purposes of the Al aska Gasline
Devel opnent Corporation to advance to develop a |arge-
di aneter natural gas pipeline project, i ncl udi ng
treatment and Iliquefaction facilities; establishing
the |arge-di aneter natural gas pipeline project fund;
creating a subsidiary related to a |arge-dianeter
natural gas pipeline project, including treatnment and
liquefaction facilities; relating to the authority of
the comm ssioner of natural resources to negotiate
contracts related to North Slope natural gas projects,
to enter into confidentiality agreenments in support of
contract negotiations and inplenentation, and to take
custody of gas delivered to the state wunder an
election to pay the oil and gas production tax in
kind;, relating to the sale, exchange, or disposal of
gas delivered to the state under an election to pay
the oil and gas production tax in kind; relating to
the duties of the conm ssioner of revenue to direct
the disposition of revenues received from gas
delivered to the state in kind and to consult with the
commi ssi oner of natural resources on the custody and
di sposition of gas delivered to the state in Kind,
relating to the authority of the comm ssioner of
natural resources to propose nodifications to existing
state oil and gas |eases; making certain information
provided to the Departnment of Natural Resources and
the Departnment of Revenue exenpt from inspection as a
public record; making certain tax information related
to an election to pay the oil and gas production tax
in kind exenpt from tax confidentiality provisions;
relating to establishing wunder the oil and gas
production tax a gross tax rate for gas after 2021;
making the alternate mninum tax on oil and gas
produced north of 68 degrees North latitude after 2021
apply only to oil; relating to apportionnent factors
of the Alaska Net Income Tax Act; authorizing a
producer's election to pay the oil and gas production
tax in kind for certain gas and relating to the
aut hori zati on; rel ating to nont hl y i nstal | ment
paynents of the oil and gas production tax; relating
to interest paynments on nonthly installnment paynents

of the oil and gas production tax; relating to
settlements between producers and royalty owners for
oil and gas production tax; relating to annua

statenents by producers and explorers; relating to
annual production tax values; relating to |ease
expendi tures; anending the definition of gross value
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at the 'point of production' for gas for purposes of
the oil and gas production tax; adding definitions
related to natural gas terns; clarifying that credit
may not be taken against the in-kind |evy of the oi
and gas production tax for gas for purposes of the
exploration incentive credit, the oil or gas producer
education credit, and the film production tax credit;
maki ng conform ng anendnents; and providing for an
effective date."

Vi ce-Chair Fairclough MOVED to ADOPT the proposed conmittee
substitute for CS SB 138 (FIN), Wrk Draft 28-GS2806\Y
(Bul I ock, 3/9/14).

Co- Chair Kelly OBJECTED for discussion.

5:23:11 PM

BRUCE CAMPBELL, STAFF, SENATOR PETE KELLY, discussed the
Proposed Changes in the Wrk Draft (copy on file):

Title

Page 1, lines 2-5

The CS adds title language related to the new
direction to t he Al aska Gasline Devel opnent
Corporation (AGDC) to advance an Alaska |I|iquefied
natural gas project, and sets up a new fund wthin
AGDC for that purpose. Al so, conform ng changes were
added related to expedited review by state agencies of
AGDC proposals. Creation of a new subsidiary was
renoved

Page 2, line 21, to page 3, line S

The CS adds direction to the governor to establish an
advi sory board on nunicipal involvenent in an Al aska
I iquefied natural gas project; and direction to Al aska
Ener gy Aut hority ( AEA) to devel op an ener gy
i nfrastructure plan.

Page 3, line 6

Finally, the title reflects the addition of |[ocal
governnents and Native corporations to those who may
be able, along with Al askans, to own part of a
pi peline project through a plan to be devel oped by
Departnent of Revenue.

| nt ent Language
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Page 4, line 24

The CS nodifies the intent |anguage added in Senate
Resources. On page 4, line 21 and line 24, the word
“maxi munf is renoved before “benefit”, for clarity.
Also, the term “project |abor agreenents” is anended
to read “labor agreenents.” (SENATE AMENDVENT)

5:24: 26 PM

Co-Chair Kelly remarked that the |anguage concerning | abor
agreenents would be renoved and replaced with a letter of
i ntent.

M . Canpbel | conti nued:

AGDC Secti ons

The CS nmakes extensive changes relating to ACDC,
i ncluding renoval of | anguage creating a new
subsidiary corporation to do a liquefied natural gas
project, giving that duty instead to AGDC.

5:25:37 PM
AT EASE

5:26: 24 PM
RECONVENED

M. Canpbell continued to discuss the changes:

Page 4, line 30, to page 5, line 9

Adds new overall direction to AGDC, giving AGC the
primary state role in advancing an Al aska I|iquefied
natural gas project. Carifies that AGC s overriding
mssion is to develop projects that benefit the state
and Al askans, including delivering gas instate,
provi ding econom c benefits, and providing revenue to
the state. Also, adds that AGC s work devel oping
projects should assist the Departnment of Revenue and
Departnent of Natural Resources in their duties to
maxi m ze the value of the state’s royalty gas and

gas delivered as production tax.

Page 5, lines 18-25

Modifies original direction to participate in an
Al aska liquefied natural gas project; adds that AGDC
can’t charge a state entity nore for gas services than
it costs to provide those services.
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Page 6, lines 7-8
Adds to AGDC s structure that it is created to act in
the best interests of the state, based on its purpose.

Page 6, |lines 24-28

In clarifying the relationship between AGC and state
departnments also directly involved in a gas project,
prohibits the comm ssioners of Revenue and Natural
Resources from serving on AGDC s board. Oiginally, HB
4 prohibited the commssioners from board service
while AG A (Alaska Gasline Inducenment Act) was in
effect.

Page 6, line 29 to page 7, line 6

Adds a new subsection directing AGC s board, to the
maxi mum extent possible, to maxim ze the efficient use
of state resources and to establish appropriate
firewalls and separations within the corporation to
protect comercially sensitive information.

Page 7, Section 6

Makes conform ng changes. The prior version created a
subsidiary to work on an Al aska liquefied natural gas
project. This version renoves creation of a statutory
subsidiary, and instead directs the corporation to
work on an Al aska liquefied natural gas project and

adds di stinctions in AGDC s duties and
responsibilities between an instate natural gas
pipeline and an “Alaska |iquefied natural gas
project.”

Page 9, lines 6-7
Conform ng; adds the new “Al aska |iquefied natural gas
project fund.”

Page 9, lines 18-24

Adds a new ability to ACDC to acquire an ownership
role in an Alaska Iliquefied natural gas project,
including liquefaction facilities. Later, on page 10,
lines 7-10, adds a new subsection that restricts a
part of AGDC working on an instate gas pipeline from
exercising the new powers related to a I|iquefaction
proj ect .

Page 9, |ines 26-27
Conformng; only an instate natural gas pipeline
regul ated by the Regulatory Conmm ssion of Alaska is
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required to hold an open season. An Al aska I|iquefied
natural gas project would not have to, and so would
not have to disclose results.

Page 10, lines 11-15

Adds a new subsection directing AGXC to provide
information relevant to royalty and tax paid with gas
contracts to DNR and DOR, subject to confidentiality
agr eenent s.

Page 11, |lines 27-30
Clarifies t hat AGDC can create subsi di ari es
i ncorporated as nonprofits, or otherw se.

Page 12, section 13

Conform ng; adds the new Al aska |iquefied natural gas
proj ect fund explicitly to AGOC s annual fund
reporting requirenments under the Executive Budget Act.

Page 12, line 29, to page 13, line 31

Renpbves changes to the definition of “instate natura
gas pipeline.” Adds new term “Alaska liquefied
natural gas project,” and defines it in the sane terns
as in the Heads of Agreenment for the AK LNG project.

M. Canpbell noted a possible typo in the outline.

5:30: 55 PM
AT EASE

5:31: 27 PM
RECONVENED

5:31: 32 PM

M. Canpbell announced that the outline did not contain a
m st ake. He continued to discuss the proposed changes:

Page 56, |ine 14

Repeal s 31.25.080(f), which previously directed AGDC
to accommuodat e a | ar ger pr oj ect on certain
infrastructure. As this direction is now nore fully
articulated in AGC s purpose and the new Section 5,
31.25.080(f) is no |onger required.

DNR aut hority sections
Page 15, lines 7-8
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Clarifies that agreenments to be entered into by the
Department of Natural Resources Conm ssioner include,
but are not limted to, bal anci ng, mar ket i ng,
di sposition of gas, and of ft ake agr eenent s.
( FAI RCLOUGH ANMENDVENT)

Page 15, |ines 21-23
Conforming to legislative drafting style; re-words the

requi r enent t hat t he conmm ssi oner may share
confidential information with the legislature only in
executive sessi ons or under confidentiality

agreenents.

Page 18. line 8 to page 20. line 9
Re-works sections 18 and 19 (related to the
conmi ssioner’s ability to nodify |eases) for greater
clarity, (ADM N STRATI ON AMENDVMENT)

Page 18, |ines 29-31

Modi fications to net profit shares and sliding scale
royalty rates have to yield a value to the state that
is no less than the value the state would have
received before a nodification. Previously, the |ower
threshold for nodifications was set at 12.5 percent.
(ADM NI STRATI ON AMENDIVENT)

Page 20, lines 14-15; 23-24; and 30-31, and page 21.
lines 9-11
Conf orm ng changes for clarity.

Page 21, |ines 23-28
Adds and defines new term “initial project term?”
(ADM NI STRATI ON AMENDIVENT)

Page 22, line 4-24

Adds three new sections with conform ng changes. House
Bill 369 of 2010 gave special treatnment to permts,
aut hori zations and rights-of-way issued to an instate
natural gas pipeline project. The changes nake those
provi si ons apply to any pr oj ect under AGDC.
(ADM NI STRATI ON AMENDIVENT)

Public informati on sections
No changes

DOR aut hority sections
Page 28-—M SSI NG SECTI ON, M SSI NG (15)
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5:

36:

Tax sections

Page 28, line 9. to page 29, line 5

The original bill amended the extraction factor used
in calculating corporate incone tax to accommobdate the
new concept of taking gas as production tax. This
section is new, and anends the sales factor, which is
also used in calculating corporate inconme tax, to

i ncor porate t he new t ax as gas concept.
(ADM NI STRATI ON AMENDMENT) (Currently duplicated as
drafting error as new section 34, page 29, line 6 to

page 30, line 1—this needs
to be deleted.)

Page 30, line 10 and |ines 19-20
Clarifies that reinjected gas is not included in
cal cul ations for determ ning corporate incone tax due.

Page 31, line 11
Increases the tax on gas from 10.5 percent to 13
percent (KELLY ANMENDMENT)

Page 33, line 6

Renoves the qualifier “irrevocable” from the election
a producer can nake to pay tax wth gas. (KELLY
AVENDVENT)

37 PM

Page 33, line 12 and line 15
Confornms to the prior change increasing the gas tax to
13 percent.

Page 34, line 21, to page 35, line 3

Conform ng change related to the conform ng changes
already in the  prior version related to the
educational tax credit.

Page 42, line 11
Conform ng to the new 13 percent gas tax.

Page 56, lines 6-7

The bill changes the definition of “poi nt of
production.” As the termis used in the Al aska Gasline
| nducement Act, this new section 57 clarifies that
poi nt of production for purposes of AGA is defined as
it was when AG A was enacted. (ADM NI STRATI ON
AVMENDMENT)
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Techni cal sections

Page 56, |ines 15-25

Adds new direction to the governor to establish an
advi sory board on nunicipal involvenment in a North

Sl ope gas project. (OLSON AVENDVMENT)

Page 56, |line 26, to page 57, line 16

Adds new direction to the Al aska Energy Authority to
develop a plan to extend energy infrastructure to
parts of the state without direct access to a North
Sl ope natural gas pipeline. AEA is to consult wth
AGDC, AIDEA and the Departnent of Revenue in
devel oping the plan, which is due to the legislature
in January 2017. ( HOFFMAN ANMENDVMENT)

Page 57, lines 19-20, line 24, line 27, and page 58
lines 4, 7-8, 11. 12 and 18

In the section requiring the Departnent of Revenue to
develop a plan for Alaskans to participate in owning
part of a North Slope natural gas pipeline, adds that
the plan should include ways for |ocal governnents and
Native cor porations to al so partici pate.
( FAI RCLOUGH OLSON AMENDNMENTS)

Page 59. lines 4-5 and lines 7-8
Makes conform ng changes to the effective dates.

Page 59, line 6

Sets an effective date of Jan. 1, 2021, for section
40, which is the conformng section related to the
education tax credit.

5:41: 50 PM
AT EASE

5:42: 56 PM
RECONVENED

Senator Kelly REMOVED his OBJECTION. There being NO further
OBJECTI QN, the proposed committee substitute was adopt ed.

Senator Fairclough MOVED to ADOPT Anendnent 10 (copy on
file).

Page 6:
Del ete lines 18-28 (Section 4)
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Co- Chair Kelly OBJECTED for discussion.

JOE BALASH, COWM SSI ONER, DEPARTMENT OF NATURAL RESOURCES,
testified that Page 6, line 18, section 4 was a provision
that had not been in the original bill. He stated that
current law held that the board of directors for AGDG
should be conprised of 5 public nenbers and 2 cabinet
menbers; however there was a restriction on DOR and DNR
enpl oyees from serving on the board as long as the AGA
license was in place. The original bill had not included
t he proposed | anguage because it had been expected that the
enabling legislation would pass, the AGA license would
concluded, and the governor would have full freedom to
appoint to the AGDC board whichever cabinet nenber he
wanted. The |anguage being added in Section 4 would
restrict the governor's discretion in which cabinet
menber's he permanently appointed to the board.

Co-Chair Kelly REMOVED his OBJECTION to Amendnent 10. There
bei ng NO OBJECTIQN, it was so ordered.

5:46:35 PM

Co-Chair Kelly directed commttee attention to Page 18,
lines 29-31, which discussed nodifications to net profit
shares and sliding scale royalty rates.

5:46: 40 PM

Conmi ssi oner Bal ash stated that the section would allow for
the nodification of existing |eases; in particular, the
swtching rights currently enjoyed by the departnent. He
not ed additional provision concerning the taking of |eases
with a net profit share conponent, or sliding scale royalty
conponent, and developing a nodification that would
establish a fixed addition to the base royalty rate.

Co-Chair Kelly solicited further questions from the
comm ttee.

5:49: 05 PM
Vice-Chair Fairclough |ooked at Page 18, line 28 of the
bill. She noted that the previously fixed nunber had been

replaced with |anguage and requested clarification as to
whet her there was a 25 percent cap.
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Comm ssioner Balash replied that the |anguage crafted by
the Senate Resources Conmittee had established 12.5 percent
as the floor and the concern had been identified that sone
of the leases in question had a higher royalty rate than
12.5 percent; sone Port Thonson |eases, in particular. He
shared that establishing 12.5 percent as the floor would
give the departnment room to |ower base royalty rates and
woul d not be in line with the intent of the |egislation.

5:50: 02 PM

Vi ce-Chair Fairclough understood that there would still be
a conbined rate cap of 25 percent under the |egislation.

M. Paw owski responded that the 13 percent tax rate that
the commttee substitute anended; in conbination wth
section 18, would lead to the approxi mate 25 percent rate.

5:50: 38 PM

Vi ce-Chair Fairclough |ooked at page 56, and wondered how
the definition of point of production from the previous
conmittee substitute was different than under AS 43.55.900.

M. Paw owski stated that that the substantive changes to
the point of production proposed in the legislation could
be found on Page 55, but the section began on Page 54, line
30. He noted that in the calculation of the production tax,
t he expenditures upstream from the point of production were
deducti bl e | ease expendi t ures, whi | e expendi tures
downstream from the point of production were recovered
through tariffs or fees on the infrastructure. The change
on Page 55, line 12, was to push the point of production
upstream to the farthest upstream of the inlet than any
pi peline transporting the gas to a gas treatnment plant. He
said that setting that point of production as far upstream
within the definition of the Al aska LNG project as possible
had been key discussions in the Senate Resource Committee.
As the project was currently conceived, the inlet of the
transm ssion line for Point Thonson would be as the gas was
| eaving Point Thonmson; in Prudhoe Bay it would be the
transm ssion line from the Prudhoe Bay unit into the gas
treatment plant. He explained that expenditures downstream
woul d not be included as deductible |ease expenditures and
woul d not have direct inpact on the upstream fiscal system
He furthered that the <change on Page 56 had been
recommended by legislative legal. Inducenents offered AG A
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had been tied to the point of production; the anmendnent was
a clarifying anendnent generated by the change nade by the
conm ttee substitute.

Senat or Hof fman W THDREW Anendnent 1, 28- G52806\ Y. 1,
Nauman/ Bul l ock, 3/9/14 (copy on file). There being NO
OBJECTION, it was so ordered.

Senat or d son W THDREW  Anendnent 2, 28- G52806\ Y. 2,
Nauman/ Bul | ock, 3/9/14 (copy on file). There being NO
OBJECTION, it was so ordered.

Senator O son MOVED to ADOPT Anendnent 3, 28-GS2806\Y. 3,
Nauman/ Bul | ock, 3/9/14 (copy on file).

Page 3, line 7, follow ng "project;"

Insert "relating to a restriction on enploynent after
|l eaving state service for a public officer who
negotiates a contract or develops terns for inclusion
in a proposed contract associated with a North Sl ope
nat ural gas project;"”

Page 56, followi ng line 14:

Insert a new bill section to read:

"Sec. 60. The uncodified law of the State of Alaska is
anended by adding a new section to read:

Restrictions on enploynent after |eaving state service
for certain public officers. (a) Notwthstanding AS
39.52.180, a public officer who |eaves state service
may not, for 10 years after leaving state service,
represent, advise, assist for conpensation, or accept
enpl oynment from a person or an affiliate of a person
that was a party to a contract negotiated under the
authority of AS 38.05.020(b)(11), enacted by sec. 15
of the Act, that was under consideration or negotiated
by the admnistrative unit served by that public
officer, and in which the public officer participated
personally and substantially through the exercise of
of ficial action.

(b) This section does not prohibit an agency from
contracting with a forner public officer to act on a
matter of on behalf of the state.

(c) The application of (a) of the section nmay not be

wai ved.

(d) In this section, "adm nistrative unit," "agency,"
and public officer” have the neanings given in AS
39.52.960."
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Renunber the followi ng bill sections accordingly.
Page 59, |ine 4:
Del ete "63"
| nsert "64"
Page 59, line 7:
Del ete "secs. 64 and 65"
I nsert "secs. 65 and 66"
Co-Chair Kelly OBJECTED for discussion.

5:55: 56 PM

Senator O son stated he was open to anmending the 10 year
time period.

5:56:13 PM

Vi ce-Chair Fairclough MOVED to AMEND Anendnent 3:

Li ne 12:
Del ete "10"
| nsert "3"

There being NO OBJECTION, it was so ordered.

Vi ce- Chair Fairclough REMOVED her OBJECTION to Amendnent 3.
There being NO further OBJECTION, Anendnent 3 was adopted
as anended.

5:57:54 PM
AT EASE

5:58:12 PM
RECONVENED

Co- Chai r Kelly WTHDREW Anmendnent 4, 28- GS2806\ Y. 4,
Nauman/ Bul l ock, 3/9/14 (copy on file). There being NO
OBJECTION, it was so ordered.

Co-Chair Kelly gave a brief explanation as to why he was
wi t hdrawi ng Anendnent 4

Co- Chair Kelly WTHDREW Anmendnent 5, 28- 52806\ Y. 5,

Nauman/ Bul | ock, 3/9/14 (copy on file). There being NO
OBJECTION, it was so ordered.
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5:59:35 PM
AT EASE

6: 00: 36 PM
RECONVENED

Co-Chair Kelly explained why he was wthdrawi ng Amendnment
5.

6: 01: 07 PM
AT EASE

6:01:18 PM
RECONVENED

6: 01: 27 PM

Co-Chair Kelly MOVED to ADOPT Anendnment 6, 28-GS2806\Y. 6,
Nauman/ Bul | ock, 3/9/14 (copy on file).

Page 6, line 29:
Del ete "a new subsecti on”
| nsert "new subsecti ons"

Pate 7, followng line 6:
I nsert a new subsection to read:
"(d) The board shall appoint a program director for an
Al aska liquefied natural gas project. The program
di rect or appoi nted under this section shal
(1) serve at the pleasure of the board; and
(2) report to the board and the executive
director of the corporation.”

Vi ce-Chair Faircl ough  OBJECTED for the purpose of
di scussi on.

Comm ssi oner Balash explained that the provision was an
effort on the part of the departnment to reconcile where the
statutory subsidiary had begun in the original bill. He
felt that specific concerns had been addressed; however,
the work that AGDC had be narrowy focused. Wth the
anendnent, AGDC would continue to pursue that as-soon-as-
possible effort with the addition of holding and investing
the state's interest in |iquefaction.

Vi ce-Chair Fairclough REMOVED her OBJECTI ON. There bei ng NO
further OBJECTI ON, Anendnent 6 was ADOPTED
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6: 03: 30 PM
AT EASE

6:04:46 PM
RECONVENED

Co-Chair Kelly MOVED to ADOPT Anendnent 7, 28-GS2806\Y.7,
Nauman/ Bul | ock, 3/9/14 (copy on file).

Page 9, line 24, follow ng "project":

| nsert ":

(24) after consultation wth the commi ssioner of
revenue and the conm ssioner of natural resources,
enter into contracts relating to an Alaska |iquefied
natural gas project, including contracts for services
related to operation, marketing, transportation, gas
treatnment, marine term nal operation or |iquefaction”

Vi ce- Chair Faircl ough OBJECTED for discussion.

6: 05: 04 PM

Comm ssi oner Bal ash explained that the amendnent would add
to the list of powers and duties of the corporation a
provision that, after consultation with the comm ssioner of
DOR and the commi ssioner of DNR, enter into contracts for
the Alaska LNG project. He said that this was in an effort
to flag the role that DOR and DNR would play in the
arrangenent. He stated that AGDC would be signing the
equity agreenents with the other project sponsors, that
that they wuld be doing so on behalf of the two
depart nments. The amendnent would provide that t he
departnents received proper consultation.

Vi ce-chair Fairclough REMOVED her OBJECTI ON. There bei ng NO
OBJECTI ON, Amendnent 7 was ADOPTED

Co-Chair Kelly MOVED to ADOPT Anendnent 8 (copy on file).
Page 5, line 1:
Delete "that benefits the state and the"
I nsert "for the nmaxi num benefit of the"

Vi ce- Chair Faircl ough OBJECTED for discussion.

Co-Chair Kelly stated that the anendnment would edit the
purpose |anguage of AGDC to match the Alaska State
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Constitution, Article 8, section 2, "for the maxinmm
benefit of the people.™

Vi ce- Chair Fairclough REMOVED her OBJECTI ON. There bei ng NO
further OBJECTI ON, Anmendnent 8 was ADOPTED.

6: 06: 26 PM

Co-Chair Kelly MOVED to ADOPT Anmendment 9 (copy on file).
Page 3, line 10, through page 4, |ine 26:

Section 1: Delete all
(This anendnment woul d delete all intent |anguage.)

Vi ce- Chair Faircl ough OBJECTED for discussion.

Co-Chair Kelly explained that the anendnent would renove
Section 1 and replace the section with a letter of intent.

Vi ce- Chair Fairclough REMOVED her objection. There being NO
OBJECTI ON, Anendnent 9 was ADOPTED.

6: 07: 38 PM
AT EASE

6: 07: 55 PM
RECONVENED

6: 07:59 PM

Co-Chair Kelly discussed housekeepi ng concerning SB 138.
SB 138 was HEARD and HELD in conmttee for further
consi derati on.

6:10: 50 PM
AT EASE

6:15:14 PM
RECONVENED

#sb64
SENATE BILL NO. 64

"An Act establishing the Al aska Sentencing Conm ssion;
relating to jail-time credit for offenders in court-
ordered treatnent prograns; allowing a reduction of
penalties for offenders successfully conpleting court-
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ordered treatnent prograns for persons convicted of
driving while wunder the influence or refusing to

submt to a chem cal test; relating to court
termnation of a revocation of a person's driver's
license; relating to limtation of drivers' |icenses;

relating to conditions of probation and parole; and
providing for an effective date."

6:15:54 PM

Vi ce-Chair Fairclough MOVED to ADOPT the proposed conmittee
substitute for CS SB 65 (FIN), Wrk Draft 28-LS0116/S
(Gardner, 3/10/14). There being NO OBJECTION, it was so
or der ed.

6:16: 53 PM

CHRI STI NE MARASI GAN, STAFF, SENATOR KEVIN MEYER, expl ai ned
the changes in the CS. She referred to a docunent that
outlined the changes (copy on file):

SFIN CS for S8 64 (JUO nekes the follow ng changes:

sl ncreases the felony theft Ievel from$750 to $1, 200
There was consensus to nove the felony theft |evel.

*Moves the 24/7 Sobriety testing program from
Department of Corrections to the Departnment of Health
and Soci al Services*

There is a pilot program currently in Health and
Social Services, a three year pilot project for 24/7
al cohol / drug testing in t he comunities of
Anchor age/ Mat su/ Fai r banks

*Moves the Recidivism Reduction Fund from Departnent
of Corrections to the Departnment of Health and Socia

Services* As we heard in public testinony from the
Depart ment of Corrections, t hey do not have
granting/receipt authority to do this and would have
to ranp up some infrastructure to do so. The program
will be a better fit in HSS.

*Conpletely renoves the Alaska Crimnal Justice
Comm ssion* After committee discussion it was pointed
out that some of the same outcones could be
acconplished with a taskforce or sonme other neans
rather than have another ongoing conm ssion, which

Senat e Fi nance Comm tt ee 17 03/11/14 5:21 P. M



costs noney that could be better used in progranm ng.
There are several organizations that could be tasked
with evaluating or studying recidivism in Alaska-in
fact sone already have: UAA Justice Center, Al aska
Native Justice Center, Alaska Immgration Justice
Project, the RecidivismWrking Goup, or |ISER

*Adds | anguage to correctional screening for fetal
al cohol syndrome, fetal alcohol spectrum disorder or
anot her  brain-based disorder. This was done in
consultation with both co-chairs, the vice chair and
the Al aska Mental Trust Authority.

eChanges should result in a substantially reduced
fiscal note from the Departnent of Corrections, a new
fiscal note from the Departnent of Health and Soci al
Services that while it will note costs, wll be less
than what the Departnent of Corrections proposed. It
is anticipated that the Al aska Court System would
submt a zero fiscal note.

6: 20: 05 PM
Co-Chair Meyer noted that the new fiscal note for the
current bill version had yet to be presented to the
conmittee.

Ms. Marasigan replied that new fiscal notes would reflect
savings as a result of the work done in conjunction wth
the Departnent of Health and Social Services (DHSS) and
Departnent of Corrections (DOC). She noted that staff from
each finance nenber's office contributed to providing the
| anguage necessary to realize cost savings. She understood
that the elimnation of the Alaska Cimnal Justice
Conmi ssion would result in a zero fiscal note from the
court system

Co-Chair Meyer stated that the fiscal notes would be
avai l abl e in the norning.
6:22:16 PM

Co- Chai r Kel l'y request ed i nformation regar di ng t he
necessary |anguage needed to separate property crimes from
the $500 theft |evel.

6: 23: 30 PM

Senat e Fi nance Comm tt ee 18 03/11/14 5:21 P. M



JORDON SHI LLI NG STAFF, SENATOR JOHN COGHI LL, referred to a
graph that illustrated the breakdown of the nunber of
charges under specific statutes. He said he would provide
further information on the subject.

6: 24: 24 PM

Ms. Marasigan interjected that she had done sonme research
which had revealed that the nunber of crinmes that were
coommitted that involved property damage, and reached the
$500 t hreshold, were substantially |Iower than theft.

6: 24: 57 PM

Co-Chair Kelly asked if the property crine |evel had been
noved up as well as the theft.

M. Shilling replied in the affirmative.

SB 64 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ OURNIVENT
6: 26: 08 PM

The neeting was adjourned at 6:26 p. m
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