SENATE FI NANCE COW TTEE
April 16, 2016
3:10 p. m

3:10: 40 PM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 3:10 p.m

VEMBERS PRESENT

Senat or Anna MacKi nnon, Co-Chair
Senator Pete Kelly, Co-Chair
Senator Peter M cciche, Vice-Chair
Senator Cick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny O son

VEMBERS ABSENT

None

ALSO PRESENT

Gene Therriault, Deputy Director, Statew de Energy Policy
Devel opnent, Al aska Energy Authority, Depar t ment of
Commerce, Community and Econom c Devel opnent; Jim Shine,
Special Assistant to the Conm ssioner, Department  of
Nat ur al Resour ces; Erin  Shine, Staff, Senator  Anna
MacKi nnon; Senator Cathy G essel, Sponsor; Laura Stidol ph,
Staff, Representative Kurt Oson; Kris Curtis, Legislative
Auditor, Alaska Division of Legislative Audit; Janey
Hovenden, Director, D vision of Corporations, Business and
Prof essional Licensing, Department of Comerce, Conmunity
and Econom c Devel opnent; Representative Cathy Tilton,
Sponsor.

PRESENT VI A TELECONFERENCE

Dr. Jeff Gonnason, Alaska Optonetry, Kenai; Butch Moore,
Self, Big Lake; Seth Beausang, Assistant Attorney General,
Anchor age; Bernard Chastain, Deputy Director, Al aska



Wldlife Troopers, Anchorage; Tom Brookover, Sport Fish
Di vision Director, Anchorage.

SUMVARY

SB 55 OPTOVETRY & OPTOVETRI STS
CSSB 55(FIN) was REPORTED out of conmmttee with a
"do pass" recommendation and with one previously
publ i shed fiscal inpact note: FN1 (CED).

HB 41 SPORT FI SHI NG SERVI CES

SCS CSHB 41 was REPORTED out of committee with
"no recomrendation" and wth one new fiscal
i npact note fromthe Departnent of Fish and Gane.

HB 118 MUNI ENERGY | MPROVEMNT ASSESSIVNTS/ BONDS

CSHB 118(FIN) was REPORTED out of commttee wth
a "do pass" reconmendation and with one new zero
fiscal not e from Departnent of Conmmer ce,
Communi ty and Economi ¢ Devel oprent.

HB 373 APPROVAL COF SALE OF ROYALTY O L TO TESORO

HB 373 was REPORTED out of conmttee with a "do
pass" recomendation and wth one new fiscal
i npact note from Departnent of Natural Resources.

HB 290 EXTENDI NG THE REAL ESTATE COWMM SSI ON

HB 290 was HEARD and HELD in conmmttee for
further consideration.

Co- Chair MacKi nnon discussed the agenda for the neeting.
She communicated that there would be a neeting the
following day at 8:00am for a presentation // Additional
topics for the neeting would include //

#hb118
CS FOR HOUSE BILL NO 118(FIN)

"An Act adopting the Minicipal Property Assessed C ean
Energy Act; authorizing nunicipalities to establish
prograns to inpose assessnents for energy inprovenents
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in regions designated by nunicipalities; inposing
fees; and providing for an effective date."

3:12: 37 PM

Co- Chair MacKi nnon noted that the conpanion bill to HB 118
was SB 56

3:13:14 PM
AT EASE

3:14: 02 PM
RECONVENED

3:14: 20 PM

GENE THERRI AULT, DEPUTY DI RECTOR, STATEW DE ENERGY PQOLICY
DEVEL OPMENT, ALASKA  ENERGY  AUTHORI TY, DEPARTMENT  OF
COWERCE, COMMUNITY AND ECONOM C DEVELOPMENT, shared that
the commttee had adopted the Commttee Substitute (cs) for
SB 56 on March 14th. He furthered that when the house had
decided to adopt and nove identical |anguage in HB 118. He
said that Section 5 in the current bill version would
establish a new program that would allow | ocal governnents
that levied property tax to work with business conmunities,
| ocal lenders, and potential outside funding sources to
| oan noney for ener gy i mprovenent s to comer ci al
properties. He felt that the strength of this nechanism
would be that the repaynent of the |oans would be done
through a voluntary assessnent, agreed to by the property
owner, added to the yearly tax bill. He stated that the
extra assessment would result in low default rates for
busi nesses that used the nechanism He said that the |ow
default rate would result in lowcost capital because the
lending would be lowrisk. He continued that Sections 1
t hrough 4 had been added to the bill as clarifying | anguage
pertaining to the listing of prograns for first and second
cl ass boroughs in statute. He said that Section 5 laid out
the process that |ocal governnents would need to navigate
in order to initiate the program at the local level. He
relayed that |ocal governnents would need to pass a
resolution that conveyed to the business comunity a plan
for initiating the process, provide detail of the source of
funding that would be wused, ©provide detail of the
contractual |anguage that would be used, hold public
hearings, and go through the regular |local process of
introducing an ordinance. He stated that the program was
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voluntary for |ocal government to use, and is subsequently
voluntary for individual property owners to use. He rel ayed

that there were protections built into the bill so that
i nprovenents would not be nade to properties that did not
make econom c sense. He said that the bill would require an

energy audit that would suggest which inprovenents woul d
make sense for the property, and once those inprovenents
were done a followup audit would need to be perfornmed to
show that inprovenents had been done correctly. He stated
that the process was simlar to the process that had
already been in place for the Alaska Housing Finance
Corporation (AHFC) energy rebate program He related that

the bill contained protections related to comrercial
property nortgages; before PACE financing could be
approved, pernmission from the local Iender allowing the

PACE financing would be required because the PACE fi nancing
woul d become a superior |ean on the property.

3:18: 09 PM

M. Therriault furthered that the |ocal governnment could
not use general obligation bonds to cone up with the pool
of nmoney, and protections had been included that would keep
| ocal governnent from taking coercive action to force a
commercial property owner to use the program He believed
that the bill would help the state and | ocal governnent to
work with business communities to gain federal funds at |ow
interest rates.

3:19: 29 PM

Vice-Chair M cciche discussed zero fiscal note attached to
the bill.

3:20: 26 PM

Vice-Chair Mcciche MOVED to report CSHB 118(FIN) out of
Commi ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

CSHB 118(FIN) was REPORTED out of conmittee with a "do
pass" recomendation and with one new zero fiscal note from
Depart ment of Commerce, Conmunity and Economi c Devel opnent.

3:21: 09 PM
AT EASE
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3:22: 46 PM
RECONVENED

#hb373
HOUSE BILL NO. 373

"An Act approving and ratifying the sale of royalty
oil by the State of Al aska to Tesoro Corporation and
Tesoro Refining and Marketing Conpany LLC, and
providing for an effective date."

3:22: 51 PM

Vice-Chair Mcciche spoke to the fiscal note attached to
the bill.

Co- Chair MacKi nnon noted the analysis on the second page of
the fiscal note:

This bill provides |egislative approval of a contract
negotiated between the State of Alaska and Tesoro
Refining and Marketing Conpany, LLC for the sale of
the state's royalty oil for a termof five years.

There wll be no fiscal inpact to the operating
expenditures. During the course of the contract the
proposed sale will provide the State with a mninmm

estimate of $45.2 nmillion in revenue in addition to
what woul d have been obtained if the State of Al aska
elected to receive its royalties in value. This
estimate is based upon the March 2016 Revenue Forecast
oi | val ue.

3:24: 36 PM

JIM  SHI NE, SPECIAL ASSISTANT TO THE COW SSI ONER
DEPARTMENT OF NATURAL RESOURCES, detailed that the fisca
note had been revised as the result of conmittee coments
during the initial presentation. He stated that the price
of oil was difficult to project, but that the fiscal note
reflected the projected benefit that the state would
receive, over royalty in value, over the next 5 years of
approximately $8 mllion to $9 mllion per year. He shared
that the contract would be for the sale of 20 thousand to
25 thousand barrels of royalty oil to Tesoro, per day,
beginning August 1, 2016. He said that the figures
represented the difference between royalties in kind (R K)
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and royalty in value (RIV). He relayed that the net back
formula for RIV included a marine transportation reduction
of approximately $3.50, a RIK situation would have a static
$1.95 per barrel deduction as a location differential. He
explained that the delta between the $1.95 and the $3.50
was reflected as a benefit in the fiscal note, and would
increase fromFY 17 to FY 22. He directed attention to page
11 of the "Best Interest Finding" (copy on file), which
showed a projected increase in marine transportation costs
over the next five years.

3:26:32 PM

Vice-Chair Mcciche MOVED to report HB 373 out of Conmttee
wi th individual reconmendations and the acconpanying fiscal
not e.

HB 373 was REPORTED out of commttee with a "do pass"”
recomendation and with one new fiscal inmpact note from
Departnent of Natural Resources.

3:26:59 PM
AT EASE

3:28: 29 PM
RECONVENED

#sb5b5
SENATE BI LL NO. 55

"An Act relating to the practice of optonmetry."

3:28:33 PM

Vice-Chair Mcciche MONWED to ADOPT proposed conmttee
substitute for SB 55(FIN), Wrk Draft 29-LS0524\G (Bruce,
4/ 13/ 16) .

Co- Chair MacKi nnon OBJECTED for the purpose of discussion.

3:28:58 PM

ERIN SHI NE, STAFF, SENATOR ANNA MACKI NNON, expl ained that
the cs incorporated the anmendnents adopted by the committee
during the April 15, 2016 neeti ng:

Page 1, line 12:
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Del ete "by agreenent with the State Medical Board,"

Co- Chair MacKi nnon REMOVED her OBJECTION. There being NO
OBJECTION, it was so ordered.

3:29: 35 PM

Vice-Chair Mcciche discussed the fiscal note attached to
the | egislation:

CSSB 55(L&C) expands the practice of optonetrists to
i nclude additional prescriptive authority, wth the
prescription of <controlled substances limted to a
seven-day supply. It authorizes the board to establish
in regulation licensee continuing education standards,
prescriptive standards, and the scope of practice to
per form opht hal m ¢ surgery and noni nvasi ve procedures.

If the bill passes the division will require $2.5 to
cover legal costs to anend regulations, printing, and
postage in the first year.

Prof essional |icensing prograns within the Division of
Cor porations, Business and Professional Licensing are
funded by Receipt Supported Services, fund source 1156
Rcpt Svecs (DGF). Licensing fees for each occupation
are set per AS 08.01.065 so the total anpbunt of
revenue col | ected approxi matel y equal s t he
occupation’s actual regulatory costs.

3:30: 54 PM

SENATOR CATHY QG ESSEL, SPONSOR, stated that she was
satisfied with the conmttee substitute. She relayed that
the bill would update the statutes governing the practice
of optonetry in the state, and would authorize the board to
continue regulating the practice of optonmetry in the state.

3:31: 39 PM

Co- Chai r Kelly spoke to public testinony that had
referenced an optonetry school in Washington State.

Senator G essel clarified that an eye surgeon had testified

that he had been denied acceptance to a school of optonetry
in Washington State. She said that there is not now, nor
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had there ever been a school of optonmetry in Wshington
State or in Washington D.C

Co-Chair MacKinnon stated that the public hearing had
cl osed on April 14, 2016.

3:32: 34 PM

Vice-Chair Mcciche wondered whether the changes in the
current bill version allowed for optonetrists to perform
surgery.

3:33: 56 PM

DR. JEFF GONNASON, ALASKA  OPTOVETRY, KENAI (via
tel econference), explained that wunder the new definition
optonetrists scope of practice would be determ ned and
authorized by the board. He said that the old definition
allowed for mnor surgeries to be perforned, but nothing
invasive. He stated that under the legislation the board
would be able to determne the scope of practice, while
still protecting the public. He asserted that |egislators
were not equipped to make decisions on the details of
medi cal pr ocedur es, which was why regulatory boards
exi st ed.

3:36:28 PM

Vice-Chair Mcciche referred to the limtation of practice
in the bill, and wondered whether it was simlar to the
sanme provision in dentistry.

Dr. Gonnason agreed with the conparison. He noted that
Section 5 of the bill stated that no licensee could perform
an act beyond their level of training and qualification. He
reiterated that the board existed to protect the public.

3:37:27 PM

Senator O son referred to Page 2, line 18 of the bill:

* Sec. 4. AS 08.72.272 is amended by adding new
subsections to read:
(e) A licensee may not perform an injection in
the ocular globe of the eye that is a derivative
of clostridium botulinum
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Senat or O son expressed concern that the |anguage could be
interpreted to read that I|icensees were allowed to give
injections into the ocular globe as long as it was not
clostridi um botul i num

Dr. Gonnason responded that no one injected clostridium
botulinum into the eye; it sinply was not done. He thought
that the [|anguage had been witten into the docunent
because of the fear that botox injections were being
adm ni stered, which was not the case. He added that the
provi sion would not need to be in statute, the board would
put it in regulation. He stated that optonetrists did not
adm nister injections into the eye. He explained that due
to increasing demand, ophthal nologists would eventually
need assi st ance for i njecting drugs for macul ar
degeneration, and were currently training nurses to perform
t he procedure.

3:39:31 PM

Senator O son wanted assurances that optonetrists did not
i nject anything into the gl obe of the eye.

Dr. Gonnason replied in the affirmative.

3:39:48 PM

Vice-Chair Mcciche MOVED to report CSSB 55(FIN) out of
Committee with i ndi vi dual reconmendat i ons and t he
acconpanyi ng fiscal note.

CSSB 55(FIN) was REPORTED out of conmittee with a "do pass”
recomrendation and wth one previously published fiscal
i npact note: FN1 (CED).

3:40: 18 PM
AT EASE

3:42: 09 PM
RECONVENED

#hb41

CS FOR HOUSE BI LL NO. 41(FIN) am
"An Act relating to sport fishing services, sport
fishing operators, and sport fishing guides; and
providing for an effective date."
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3:42: 18 PM

Senat or O son spoke to Amendnent 2:

Page 5, line 11:
Del ete “or”

Page 5, line 14, follow ng “guide”:
| nsert “; or
(C services provided by a person licensed
under AS 08.54 that are incidental to big gane
hunti ng, guiding, and outfitting services

3:43: 15 PM

Co- Chair MacKi nnon MAI NTAI NED her OBJECTI ON
Aroll call vote was taken on the noti on.

I N FAVOR: O son, Bishop, Dunleavy, Hoffman, Kelly.
OPPCOSED: M cci che, MacKi nnon.

The notion passed (5/2), Anendnent 2 was ADOPTED

HB 41 was HEARD and HELD in commttee for further
consi derati on.

3:44:12 PM

#hb290
HOUSE BI LL NO. 290

"An Act extending the termination date of the Real
Estate Comm ssion; and providing for an effective
date."

3:44:19 PM

LAURA STI DOLPH, STAFF, REPRESENTATIVE KURT OLSON, expl ained
that the legislation would extend the term nation date of
the Real Estate Commission to June 28, 2018. She stated
that each year the Division of Legislative Audit reviewed
boards and conmi ssions in order to determ ne whether they
should be reestablished per A S 24.44. The division
reviewed the activities of the commssion in order to
determ ne whether there was a denpnstrated need for the
conmi ssions continued existence, and whether it had been
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operating in an effective manner. She stated that the
review of the audit offered the opinion that the board was
serving the public interest by effectively by Ilicensing
real estate broker, associate brokers, and sales people.
She not ed t hat t he di vi sion had of fered t wo
recomendat i ons:

1. The conmmssion's chair and the Departnent of
Conmer ce, Communi ty, and Econom ¢ Devel opnent ,
Division of Admnistrative Services director should
work together to procure a master errors and om ssions
i nsurance policy for real estate |icensees.

2. The Division of Cor por ati ons, Busi ness and
Professional Licensing’s chief investigator should
take action to ensure cases are actively investigated
and conpleted tinely.

Ms. Stidolph concluded that the commssion served an
inportant role by inproving operations and industry
practices by nodifying and adopting regul ations. She added
that because the comm ssion's ability to obtain Errors and
Om ssions (E&O insurance was key to the decision to extend
the board, the sponsor felt that the comm ssion should only
be extended for two years. She said that the E&O insurance
was a significant statutory duty to protect the public that
was not being net, and was a problem that had not been
solved in 9 years and required further scrutiny by the
| egi sl ature.

3:46: 08 PM

KRI'S CURTI S, LEGQ SLATI VE AUDI TOR, ALASKA DIVISION OF
LEG SLATIVE AUDIT, related that the division had issued a 6
year recomendation for extension under the condition that
the comm ssion obtain the E&  insurance by January 2016.
She said that if the comm ssion were unable to do so, the
di vision recommended a 4 year extension. She el aborated on
the two previously nentioned audit recomendati ons.

3:48: 32 PM

Senat or Dunl eavy wondered whether there the commi ssion
should be nonitored by the Departnent of Comrerce,
Communi ty and Econom c Devel opnent.
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Ms. Curtis explained that investigations would still occur
regardl ess of which entity nonitored the comn ssion.

3:49:16 PM

Co- Chai r MacKi nnon OPENED public testinony.

3:49: 43 PM

BUTCH MOORE, SELF, BIG LAKE (via teleconference), spoke to
a conplaint that he had filed with the conm ssion in 2014.
He said that the real estate violations had cost him over
$250,000. He relayed his personal story and expressed
frustration with the conm ssion

3:52: 50 PM

Co- Chair MacKi nnon queried whether M. More was in favor
of the bill or in opposition.

M. More did not think the real estate conm ssion needed
to be funded. He believed that there was no point in
funding the commssion if it could not do the job of
protecting the public.

3:54:10 PM

Co- Chair MacKi nnon CLOSED public testinony.

3:54:40 PM

JANEY  HOVENDEN, Dl RECTOR, DIVISION OF CORPCRATI ONS
BUSI NESS AND PROFESSI ONAL LI CENSI NG, DEPARTNMENT OF
COVWERCE, COVMUNITY AND ECONOM C DEVELOPMENT, expressed
appreciation for Ms. Curtis' comments and the work of the
division. She spoke to the recomendations nade by the
division of budget and audit. She asserted that the
department had endeavored to retain and E&O policy, but had
faced chall enges at every stage of the process. She rel ayed
that in Novenber 2015, the departnment had put out
information soliciting for bids for the master policy, but
there had been no bidders. She said that the departnent had
recei ved feedback that the premuns set in regulation were
too low, and that there had not been enough information
provi ded about the risk pool; there were not enough people
with E&O insurance to be able to evaluate the risk. She
said that the commssion was researching additiona
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information that could assist in regulation to address
concerns and would soon be putting out another invitation
to bid (ITB). She spoke to the problem of files I|ingering
for extended periods of time, and said that solutions were
being instituted to deal with the gaps in investigative
cases. She noted that the board was operating in the black
and had recently experienced a reduction in fees due to a
|arge surplus. She concluded that the comm ssion was
necessary for guiding the profession, and the division, in
the regulation of the profession. She said that whether or
not the board was in existence, the l|licensing requirenents
were in statute and people were still required to be
I'icensed and were best served by the board.

HB 290 was HEARD and HELD in commttee for further
consi derati on.

#hb41
CS FOR HOUSE BILL NO. 41(FIN) am

"An Act relating to sport fishing services, sport
fishing operators, and sport fishing guides; and
providing for an effective date."

3:58: 02 PM

SETH BEAUSANG, ASSI STANT ATTORNEY GENERAL, ANCHORACE (via
tel econference), clarified that Amendnent 2 would exenpt
incidental fishing from the definition of "sport fishing
gui de services."

3:59: 33 PM

Co- Chair MacKi nnon asked whether |aw enforcenment would be
able to enforce the | anguage adopted in the anendnent.

BERNARD  CHASTAI N, DEPUTY DI RECTOR, ALASKA W LDLI FE
TROOPERS, ANCHORAGE (via teleconference), thought that the
term "incidental" was anbiguous would be difficult to
enforce. He said that the troopers would not have an
ability to determine how much fishing or hunting had
actually occurred prior.

4:00: 21 PM

TOM BROOKOVER, SPORT FISH DI VI SI ON DI RECTOR, ANCHORAGE (via
tel econference), echoed the conmments of M. Chastain.
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4:00: 42 PM

REPRESENTATI VE CATHY TILTON, SPONSOR, expressed that the
anmendnent applied only to salt water fishing. She said that
that wunder the revised bill the division of sport fish
woul d register all vessels used in guided sport fishing
trips, issue identifying decals for the vessels, and
license all sport fish operators and guides. She said that
reporting was no longer required by the bill; sport fishing
operators and guides were currently required to fulfil
reporting requirenents in addition to operator and guide
regi stration, and vessel registration requirenments by
regul ati on. She continued to offer information on
regi stration and | ogbook activity.

Co-Chair MacKinnon asked whether Representative Tilton
supported Anendnent 2.

Representative Tilton replied that she would prefer that
t he amendnent woul d not be added to the |egislation.

4:02: 04 PM
AT EASE

4:02:42 PM
RECONVENED

Co-Chair Kelly MOVED to rescind the adoption of Amendnent
2. There being NO OBJECTIQN, it was so ordered.

4:03: 06 PM

Vice-Chair Mcciche discussed the fiscal note attached to
the legislation. He noted that there would be an updated
fiscal note forthcomng that reflectedd the renoval of
fresh water fishing fromthe bill

Co- Chair MacKi nnon thought personal services would be
reduced by approxi mately 50 percent.

Vice-Chair Mcciche MOVED to report SCS CSHB 41(FIN) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

SCS CSHB 41 was REPORTED out of commttee wth "no

recommendation” and with one new fiscal inpact note from
t he Departnent of Fish and Gane.
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4:04:39 PM
AT EASE

4:05:29 PM
RECONVENED

Co- Chai r MacKi nnon di scussed housekeepi ng.

4:06: 03 PM
RECESSED

4:06: 24 PM
RECONVENED

#
ADJ QURNIVENT
4:06: 38 PM

The neeting was adjourned at 4:06 p. m
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