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ACTI ON NARRATI VE

TAPE 01-4, SIDE A
Number 0001

COCHAIR KEVIN MEYER called the House Comunity & Regiona
Affairs Standing Conmmttee neeting to order at 8:07 am
Represent ati ves pr esent at t he cal | to or der wer e
Representatives Morgan, Meyer, Halcro, Mirkowski, Guess, and
Kerttul a.

HB 13 - SERVI CE AREAS: VOTER APPROVAL/ TAX ZONES

CO CHAI R MEYER announced that the first order of business would
be SPONSOR SUBSTI TUTE FOR HOUSE BILL NO 13, "An Act relating to
muni ci pal service areas and providing for voter approval of the
formation, alteration, or abolishnent of certain service areas."”

Number 0183
REPRESENTATI VE CON BUNDE, Al aska State Legislature, testified as

the sponsor of SSHB 13. Representative Bunde referred to SSHB
13 as a "good governnent” bill as it gives nore power to the
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peopl e. He explained that SSHB 13 would not allow the
elimnation or alteration of a limted road service area, and
one case of fire service areas, without a najority vote of those
af f ect ed. Under current |law, 90 percent of the residents of a
city could gerrymander a small road service out of existence

Such a situation does not seem fair. This legislation would
require a mpjority vote of both entities affected, t he
surrounding comunity and the comrunity that would be altered.
Representative Bunde explained that, basically, an area would
el ect a representative who would contract with the public sector
for limted road naintenance such as snow plowing and basic
gradi ng of uninproved roads. The area would assess itself for
the cost of this service and the assessing group, the
municipality that holds the election, would receive a service
fee.

Number 0411

REPRESENTATI VE BUNDE said [SSHB 13] is local governnent at its
nost basic form He noted that there is the desire to be able
to change these limted road service areas in order to achieve
econony in admnistration. Such is the case in the Fairbanks
ar ea. He pointed out that SSHB 13 also allows for differentia
taxation rates. Under current |aw, these areas couldn't conbi ne
and have differential taxation. He explained that the
differential taxation may be desired because sone areas my want
to maintain their roads at a higher level, while other areas may
not wish to have inprovenents and thus would assess the area at
a different rate. He pointed out that a majority vote of all
involved entities would be required in order for this
differential tax rate to occur.

Number 0550

REPRESENTATI VE BUNDE predicted that testinony would suggest that
the local assenbly should determne this rather than [the
i ndi vi dual ]. He said that the will of the people shouldn't be
feared but rather encouraged.

REPRESENTATI VE HALCRO asked if SSHB 13 differed from the
| egi sl ati on that Representative Bunde introduced two years ago.

REPRESENTATI VE BUNDE stated that SSHB 13 differs slightly. Last
year's legislation did not include those in the Mat-Su Vall ey,
while SSHB 13 woul d include the Mat-Su Vall ey.

Number 0709
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REPRESENTATI VE HALCRO turned to Governor Know es' veto nessage
for SCS CSHB 133(CRA) am S, which alludes to concerns regarding
the constitutionality of SSHB 13. He asked if Legislative Lega
Servi ces has reviewed that possibility.

REPRESENTATI VE BUNDE replied yes. He said that one of the
concerns is that SSHB 13 would create a new governnment entity.
However, it does not because a limted road service area is a
portion of an existing |ocal governnent. He infornmed the
commttee that the Al aska Suprene Court holds the position that
this legislation would not create nore |ocal governnent because
limted road service areas aren't independent government units.

Nunber 0787

REPRESENTATI VE GUESS asked if a conmmunity could choose not to
have basic services, which the surrounding areas would end up
payi ng. She identified the basic services as fire, anbul ance,
or police.

REPRESENTATI VE BUNDE clarified that SSHB 13 is limted to |oca
road service, except for the portion of the bill that refers to
the Eagle River Volunteer Fire Departnent. Representative Bunde
acknowl edged that, in the past, there was a concern about the
police service in his district. This legislation does not
address police service. The police service issue was settled by
the Al aska Suprenme Court.

REPRESENTATI VE KERTTULA inquired as to what the Al aska Suprene
Court said regarding the police service issue.

REPRESENTATI VE BUNDE explained that the Anchorage Borough and
City conbined and developed a charter, which specified that
existing service areas outside the city limts would be allowed
to continue. He said, "One of those existing service areas was
this police service issue and the [Al aska] Suprene Court said,
in layman's terms, ... that the charter was subservient to the
greater need and they said that the services that people
received, as far as police protection, were great enough that it
just basically aggregated that portion of the charter."”

Nunmber 0966

REPRESENTATI VE BUNDE requested that the tax differential be
expl ai ned.
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REPRESENTATI VE BUNDE indicated that the tax differential would
mainly apply in the Fairbanks area, which has 117 different road
service areas. That many different road service areas is a
| arge adm nistrative burden and many of these road service areas
would like to conbine in order to have only one adm nistrator.
He noted that these road service areas have vastly different
| evel s of service. He posed an exanple in which tw entities
could decide to conbine. 1In such a case, the greater area would
also get to vote and thus with a nmgjority vote of all three
parties, the tw road service areas could conbine. Once the two
conbine, the two road service areas could have different mll
rates and maintain that existing mll rate because of the |evel
of service that is nmintained. However, the existing |aw would
require the two conmbining entities to choose either the higher
or the lower mll rate, not both.

REPRESENTATI VE KERTTULA said that is of concern to her.
Number 1079

REPRESENTATI VE HALCRO explained that when the city tried to
i npose police protection on the Hllside in 1996, part of the
argunent was that [those on the Hillside] benefited from police
protection. It was also argued that Hillside residents
basically live in town because [Anchorage] had grown and the
area was no longer as it was during the consolidation when 3,000
people lived on the Hillside. Representative Halcro said that
he didn't wunderstand that argunent because, historically, sone
segnents of the Hllside had voted to accept police protection
on their own free wll. He returned to the argunment that
Hllside residents benefited from the police protection and
pointed out that when the State Troopers couldn't respond to a
call from the Hllside then the Anchorage Police Departnent
woul d respond. Therefore, although [the Hillside residents]
weren't paying for that police service, they received it.
However, he indicated that SSHB 13 is a little different. He
asked if there is a chance that a Minicipality of Anchorage
(M) plow would plow a street [in a road service area], if the
private contractor didn't plow

REPRESENTATI VE BUNDE replied no. In regard to the police
protection issue on the Hillside, Representative Bunde said that
residents of the HIllside and other areas were assessing
t henmsel ves and paying for police protection. However, those
areas viewed the area as rural and preferred having the State
Tr oopers.
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REPRESENTATI VE BUNDE returned to SSHB 13 and I|limted road

service areas. He said that if the contractor to plow snow in
his area doesn't provide service one day, then he has to wait or
the [road service area] has to hire soneone new. Therefore

the limted road service area's ability to hire soneone new is
val ued by the residents of the area.

Number 1301

REPRESENTATI VE MJURKOABKI directed attention to the |ast sentence
of Section 3(c), which refers to the exception applied to fire
protection service. She asked if fire areas are being treated
differently than road areas.

REPRESENTATI VE BUNDE replied yes. He said that fire service is
different than road service and he didn't intend for an area to
have an el ection every tinme a new house is built.

REPRESENTATI VE MJRKOABKI rel ated her understanding that fire and
road service could be provided by different entities.
Therefore, she understood Representative Bunde to nean that he
didn't want there to have to be two separate elections, if there
are changes to the road area as well as the fire protection
ar ea.

REPRESENTATI VE BUNDE replied yes and noted that [SSHB 13] speaks
to fire service areas that are served by volunteer fire
depart nments. He informed the commttee that there nust be a
substantive change in order to expand or change a fire service
ar ea.

Nunber 1476

REPRESENTATI VE MJRKOWASKI rel ated her understanding that a spur
to a subdivision that is outside a road service area would not
qualify for this exenption, even when the [expansion of the
service areal] is less than six percent or the population is
under 60, 000.

REPRESENTATI VE BUNDE r esponded yes.

REPRESENTATI VE MURKOWNSKI referred to a letter from the Al aska
Muni ci pal League (AM.), which is included in the commttee
packet . The letter seenms to inply that there could be
substantial local costs in creating a new form of election.
Therefore, she requested that Representative Bunde speak to the
cost of an el ection.
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REPRESENTATI VE BUNDE said that he didn't believe that
inplication is accurate because these elections would be held at

the next scheduled nunicipal el ection. In response to
Representative Mirkowski, he indicated agreenent that an area
would operate as it had been until the regularly schedul ed

el ection. These issues do not require imediate attention and
can wait until the next election.

Nunmber 1603

JEFF BUSH, Deputy Conm ssioner, Departnent of Community &
Econom ¢ Devel opnent, informed the commttee that the [Know es]
Adm ni stration strongly opposes SSHB 13 for many of the sane
reasons identified in the governor's veto nessage |ast year. He
said that Governor [Knowes] has |legal and constitutiona

concerns with this |egislation. More inportantly, the governor
feels that SSHB 13 is a bad governnent bill because it hinders
the ability of local hone rule boroughs to operate. M. Bush

expl ai ned that Al aska's system of governnent was designed so as
to maxim ze the authority and ability of home rule boroughs to
exerci se power. However, SSHB 13 limts that authority and
ability, which is counter to Article X, Section 1 of the Al aska
Consti tution.

MR. BUSH pointed out that, generally, the suprenme court does not
vView service areas as governnent units. However, SSHB 13
establishes service areas as sonething close to a governnent
unit and thus takes away authority from the borough and gives it
to the local service area unit. Furthernore, this |egislation
woul d foster inefficiency in |ocal governnment activities.

Nunber 1752

MR. BUSH turned to the exenption for second class boroughs with
a population of under 60, 000. Wth respect to the Mat-Su
Borough, there are conflicting population counts. Ther ef or e,
this legislation may or may not apply to the WMt-Su Borough.
M. Bush said that, as far as [the departnent] can tell, there
is no rational basis for a decision to place this exenption in
the bill. He indicated that this exenption would actually

enpower small second class boroughs with nore authority than
home rule boroughs, which is contrary to the constitution.
Therefore, there are | egal and phil osophical concerns.

REPRESENTATI VE HALCRO inquired as to what I|imtations this
| egi slation would place on honme rule boroughs. He related his
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understanding that SSHB 13 only stops hone rule boroughs from
elimnating road service areas without a vote of the people in
t hose road service areas.

MR. BUSH said that SSHB 13 would stop [hone rul e boroughs] from
conbining [road service areas] w thout |ocal elections.

REPRESENTATI VE HALCRO related his wunderstanding that a road
service area could make changes with a mpjority of the vote

within a service area. In regard to M. Bush's comment that
SSHB 13 would <create inefficiency for |ocal governnents,
Representative Halcro was not convinced that I|imting road

service areas causes inefficiencies. Representative Halcro said
he believes that road service areas are far nore efficient than
the city having to worry about street maintenance in those
[ service] areas.

MR. BUSH commented that SSHB 13 prevents the borough from making
such deci sions based upon what is nost efficient for the borough
as a whol e.

Nunmber 1983

REPRESENTATI VE KERTTULA remarked that different tax |evels seens
confusing and thus she requested further <clarification. She
went on to ask if M. Bush knew of any other exanple in which
one unit of governnment has a different tax |evel than another.

MR BUSH deferred to M. Bockhorst.

DAN BOCKHORST, Local Boundary Conm ssion, D vision of Comunity
and Busi ness Devel opnent, Departnent of Comunity & Economc

Devel opnent, testified via teleconference. M.  Bockhor st
explained that presently, differential tax zones only exist in
city governnents. He was not aware of a situation in which a

road service area had a differential tax zone.

REPRESENTATI VE KERTTULA asked if M. Bockhorst nmeant that wthin
a nunicipal area there could be areas that have different taxes
for the sane service.

MR. BOCKHORST st at ed t hat current stat utes allow for
differential tax zones in order to reflect different |evels of
services and thus it would not be the sane |evel of service with
a different tax. He noted the potential for confusion wth
existing service areas that could have differential tax zones
wthin a service area.
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REPRESENTATI VE KERTTULA said she believes there would be
potential constitutional problens as well.

MR. BOCKHORST deferred to Bill Geene, Attorney, Minicipality of
Anchor age.

Number 2103

Bl LL CGREENE, Attorney, Minicipality of Anchorage Departnent of
Law, testified via tel econference. M. G eene pointed out that
the differential tax zones within a service area was considered
in 1975 when the Borough and the City of Anchorage were unified
into one |local governnent. He explained that [this differentia
tax zone] would allow one street in a service area to have a
different tax than another street in the sane service area,
which creates a conplex admnistration. Furthernore, he
i ndi cated possible problenms with the constitutional provision to
m nimze the nunbers of |ocal taxing jurisdictions.

REPRESENTATI VE HALCRO inquired as to how this would relate to

the existing mll rate structure in Anchorage. He noted that in
his taxing district he pays a different mll rate for certain
services than those in the downtown taxing district. He asked

how t hat woul d conpare to a limted road service area.

MR. GREENE stated that he would speak about Anchorage since he
has the nost know edge there. He inforned the commttee that
service areas are provided for in the state constitution, which
further states that the goal is to limt the nunber of taxing
jurisdictions. In Anchorage, a level of service is taxed at a
uniform rate throughout the service area. Anchorage's charter
requires that the rate of taxation within a service area be
uniform in order that everyone simlarly situated pay the sane
rate. However, that rate only applies to the service area. For
areawi de services, those services are required to have a uniform
rate. Therefore, within a service area or for a particular
| evel of service the taxation rates are uniform

Nunber 2273

REPRESENTATI VE HALCRO rel ated his understanding that M. G eene
is concerned that within a limted road service area, the people
on one street could be forced to pay a higher tax rate than
those on another street. He asked if that is the concern.

MR. GREENE replied yes. He pointed out that the current
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structure of SSHB 13 is such that a service area could be cut up
into a nunber of differential tax zones. Therefore, one side of
a street could have one mll l|evy and the other side another
mll levy. There was extensive discussion about such a concept
at the time of the municipal charter in 1975.

REPRESENTATI VE HALCRO asked if M. Geene's concern would be
addressed if SSHB 13 were anended to ensure uniform taxation
t hroughout the limted road service area.

MR. GREENE replied yes. 1In response to Representative Kerttul a,
M. Greene agreed that di fferent ml | rates wthin a
municipality occur because different areas have different
servi ces.

REPRESENTATI VE BUNDE remarked that the notion that service areas
woul d have block by block taxation [under SSHB 13] is not

accurate. This legislation allows consolidation of existing
service areas for the purposes of adm nistration. Furt her nore,
such a change would require a mjority vote of all involved,

which would include those wthin the service areas and the
surroundi ng ar ea. Representati ve Bunde noted his confidence in
t he people not breaking this down to house by house taxation due
to the majority vote requirenent.

Nunber 2427

REPRESENTATI VE HALCRO infornmed the commttee of a situation in
his district in which there was a large cul-de-sac that had a

sink hole in the mddle of the street. If the majority of the
area votes for the inprovenents, then even those who vote
against the inprovenent would have to pay. Therefore, even

t hose who vote against the inprovenment would agree that they are
part of "denocracy in action."”

MR. GREENE said he believes Representative Halcro's question
points to how assessnent districts operate as opposed to road
service areas. In regard to a capital inprovenent to a
particular road, Anchorage, as do other nmunicipalities, does
that by an assessnent district, which would not be inpacted by
SSHB 13. He noted that the present bill gives the assenbly, not
the voters, the power to create differential tax zones within an
exi sting service area.

REPRESENTATI VE HALCRO remarked that his previous statenent was

to sinply make a conparison. He said that he was attenpting to
address M. Geene's concerns regarding the different taxation
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| evel s and ensure that everything is fair for everyone in the
limted road service area.

Nunmber 2565

MR. GREENE clarified that he was nerely pointing out that the
present bill would not allow voters to vote on a differential
tax zone wthin a service area because the voters are not
mentioned in that provision, Section 4, of the bill. Therefore,
SSHB 13 allows further balkanization and fracturing of the
taxing jurisdiction within the nunicipality, which could easily
create inequalities in taxation as well as admnistrative
probl ens.

REPRESENTATI VE KERTTULA related her wunderstanding that a |arge
service area would have to agree with a smaller service area who
wi shes to conbine with it. However, at sone point "they" could
go to the assenbly to switch the taxes, although they previously
agreed on those taxes.

REPRESENTATIVE BUNDE said that [M. Geene] seens to be
presenting two different argunents. However, Representative
Bunde believes there are checks and bal ances. In response to
Representative Kerttula, Representative Bunde agreed that both
service areas would have to agree to conbi ne.

Nunmber 2666

MR. GREENE began his testinony and noted that this is the fourth
time in three years that the concepts presented in SSHB 13 have
been before this commttee. [The Minicipality of Anchorage] has
presented its legal views in 1998 on HB 365 and SB 208 and in
2000 on HB 133. M. Geene said, "Like its predecessors, [SS]HB
13 strikes and substantially erodes, we believe, the fundanental
nature of a wunique, farsighted, and effective form of | ocal
government. That form of |ocal governnent has served this state
and its citizens very well for over 40 years.”" He inforned the
commttee that SSHB 13 is the 60th proposed limtation on the
hone rule powers that were intended to be liberal and expansive
per the state constitution. This is a systemthat was put into
place by the voters of this state, voters who reside in the
local municipalities as well as service areas throughout the
state. This legislation appears to have a |ack of confidence in
the wi sdom judgnent, and ability of |ocal governnments to govern
thensel ves for their own benefit. He reiterated his belief that
SSHB 13 substantially erodes and inpairs the unique system of
| ocal governnent provided for in Article X of the Al aska
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Constitution. Furthernore, this legislation raises [concern] as
to whether SSHB 13 is local and special legislation, which is
prohi bited by the Al aska Constitution.

MR. GREENE pointed out that SSHB 13 is not limted to affecting
limted road service areas. He explained that limted road
service areas, which nmake up a large portion of Anchorage, are
limted in tw ways. Firstly, limted road service areas are
limted to three years in duration, after which voters vote on
whether to continue the limted road service area. Secondl vy,
limted road service areas are limted in the type of service
the area is authorized to provide. Limted road service areas
are authorized to provide mninmal road service areas for
mai nt enance. However, SSHB 13 is not limted to limted road
service areas as it also includes general service areas such as
the Anchorage roads and drainage service area and the
Chugach/ Bi r chwood/ Eagl e Ri ver rur al r oad service ar ea.
Furthernore, SSHB 13 is not limted to the Eagle River vol unteer
fire departnent service area but rather applies to fire service
areas generally.

Nunmber 2845

MR. GREENE noted that SSHB 13 does not cover honme rule cities,
other than wunified nunicipalities, and exenpts second class
boroughs with a popul ati on under 60, 000. The legislation only
covers road and fire service areas rather than all service
ar eas. Furthernore, this legislation exenpts a six percent of
the increase in a fire service area. M. Geene reiterated
earlier comments regarding the belief that SSHB 13 violates the
constitutional provi si on preventing | ocal and speci al
| egi sl ation, which was noted in the governor's veto nessage for
HB 133 from last year. He also reiterated that SSHB 13
substantially increases the limtations on hone rule powers,
which is contrary to the provisions of the state constitution.

MR. GREENE noted that Anchorage has a tax cap, which limts the

total amount of taxes that may be |evied. He expl ai ned that
within that calculation, taxes levied within a service area are
i ncl uded. He said, "To the extent that service areas contro

their individual |evel of taxation, they limt or dimnish the
| evel of taxation for the renmainder of the nunicipality and

other service areas as well as areawde.” Therefore, the
assenbly's authority to allocate nmunicipal assets anongst
conpeting needs throughout the nunicipality is limted. \/ g

G eene pointed out that there is nuch legislative history and
commentary [on this issue], not only from the Constitutional
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Convention's original article on |ocal governnents, but also
from coomentary by Vic Fischer, Chairnman, Al aska Constitutional
Convention's Commttee on Local Governnent.

MR. GREENE quoted the following from the "Final Report on
Bor ough Gover nnent":

Service areas wll be under the jurisdiction of the
borough assenbly. The borough assenbly may establish
adversary or admnistrative agencies to a service
ar ea. The levying of taxes, budgetary review
authority and the allocation of funds will rest wth
the borough governing body. Thus, a "single-w de"

agency will be responsible for fiscal nmatters and w ||

ensure bal anced taxation for the entire area.

MR. GREENE quoted the followi ng portion of the "Final Report on
Bor ough Governnent":

Article X, Section 11 of the Alaska Constitution
allows nunicipal governnents to take on hone rule
status broader than those of any other state. It
being the intent of the constitutional delegate...

TAPE 01-4, SIDE B

MR. GREENE renarked that prior testinony by the then Departnent
of Conmunity & Regional Affairs and the current Departnent of
Community & Econom c Devel opnent all |end credence and support
to the proposition that SSHB 13 severely restricts |ocal hone
rule authority and the authority of voters to determne their
own destiny wthin the context of Alaska's efficient and
effective | ocal governnent.

Nunmber 2955

REPRESENTATI VE HALCRO asked M. Geene to expand his renarks
regarding how service areas |imt the ability of the assenbly,
with regard to taxation.

MR. CGREENE explained that the calculation for the tax cap in
Anchorage includes the taxes levied in all service areas.
Therefore, the taxation level of a service area inpacts the
| evel of taxation that can be levied in other service areas or
in the municipality, areaw de, for services under the follow ng
year's budget.
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REPRESENTATI VE HALCRO rel ated his understanding of M. Geene's
argunent that since service areas can negotiate the service for
a lower price and thus tax those within the service area |ess
for the service, their contribution to the city is |ess. I n
ot her words, because the service area is not taxing its people
enough the assenbly is limted in its ability to determ ne the
taxation |evel.

MR. GREENE clarified that when |ocal governnent is considered

it must be viewed as a portion of the whole. He reiterated that
the level of taxation in a service area is directly related to
calculations regarding the limt of taxation permtted under the
muni cipal charter; in Anchorage's case, for the |level of
taxation throughout the nmunicipality. He said, "So, it's a
matter of allocating assets anpbngst conpeting needs and that is
traditionally, and by our state constitution, reserved to the
assenbly. "

REPRESENTATI VE HALCRO assuned that within a service area the
| evel of taxation is commensurate with the cost of the service.
For exanple, an individual in a limted road service area woul d
be taxed as nuch as it would cost to naintain the roads in that
individual's limted road service area.

MR. GREENE agreed that would be the case.

REPRESENTATI VE HALCRO said, then, he was not sure how that
negatively inpacted the assenbly. Therefore, he surmsed [the
problem to be that those in the |limted service area would not
be taxed enough to support the rest of the city.

Nunber 2775

MR. GREENE clarified that he is nerely saying that in the
consideration of how to allocate the resources wthin the
municipality, the tax in the service area is one of the
conponents. Therefore, the extent to which SSHB 13 restricts
the assenbly from allocating resources according to areaw de
needs, the bill would inpair the assenbly's ability to bal ance
the needs of conpeting interests. In response to Representative
Hal cro, M. GGREENE defined conpeting interests as all the
government services that conpete for the local tax dollar

REPRESENTATI VE HALCRO pointed out that there is a separate ml

rate for fire and police service. Therefore, an individual in a
limted road service area would still pay for fire and police,
areawi de parks and recreation, schools, et cetera. The limted
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road service area would just pay what the limted road service
area contractor costs.

MR. GREENE reiterated that when the assenbly determnes the
priorities that should be addressed when allocating funds, the
assenbly nust consider the taxes levied for schools, fire
service, roads, parks and recreation, and limted road service

ar eas. He restated, "To the extent that the assenbly is
restricted or limted in any way in determning at what level to
provide those services, they are, by nature, Ilimting or

i ncreasing services in another area within the tax cap.”

Nunber 2637

REPRESENTATI VE KERTTULA posed a situation in which there was a
mll rate of ten and the service area decided to increase its
services, which resulted in a mll rate of three [for the

service area], then the city would only be able to have a mll
rate of seven for those in this particular service area.

MR. GREENE said that Representative Kerttula' s concept s
correct. If a [service areal] is taxed at the nmaxinum |evy
requested by the nenbers of that service area and, for instance,
it is an increase of three mlls for a given year, then [the
muni ci pality] would have to calculate that increased three mlls
into the tax cap. Therefore, if [the municipality] is at the
tax cap, [the tax] would have cone from sone other service in
order to stay underneath the tax cap.

REPRESENTATI VE GUESS inquired as to how SSHB 13 woul d change the
current practice and place nore limtations on the assenbly.

MR. GREENE answered that SSHB 13 limts the ability of the
majority of voters in a given area. He noted that this is not
just a consolidation of existing service areas because SSHB 13
woul d prohibit the alteration of an existing service area unless
the alteration is approved by people living outside the service
area, who are inpacted by the alteration. M. Geene said:

What the bill would do is to limt the ability of both
the voters on the one hand, and the assenbly in the
areas of consolidation to nmake nore efficient use of
the service areas, either in consolidation or in
expansion unless they have the approval of a mnority
of voters.

REPRESENTATI VE BUNDE remarked that the notion that a limted
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service area would increase its taxes in order to elimnate the
municipality's ability to tax to the tax cap is a stretch for
hi m Most limted road service areas have lower nmll rates and
that is one of the reasons these limted road service areas want
to maintain a limted road service area.

REPRESENTATI VE BUNDE stated his belief that nunicipalities would
like to have power over local road service areas in order to

convert them to "cash cows." Therefore, the nmunicipalities
could force the elimnation of the limted road service area and
force people to pay a higher mll rate and thus the

municipalities can use the noney where it feels nost
appropri at e.

Nunber 2405

MERLE JANTZ testified via tel econference. M. Jantz spoke in
favor of SSHB 13 and rejected the notion that |ocal governnent

is nore inportant than the people. He noted that he has been
involved in his road service area for over 20 years and has been
a road service area conm SSioner. He infornmed the conmmttee
that his road service area has about six-tenths of a mle of
road with an assessed evaluation of about $1.2 mllion. A
couple of years ago, an adjoining area w shed to have a road
service area. The Fairbanks North Star Borough policy is to
adjoin two existing areas. He explained that the new area had
1.7 mles of road with an assessed evaluation of $400, 000. I n

such a case three-quarters of the revenue would be generated in
the original road service area and two-thirds to three-quarters
would be wused to support roads in the adjoining area.
Furthernore, the roads in the adjoining area were in poor
condition and thus that area wanted a road service area in order
to inprove the roads. M. Jantz related his belief that such a
situation is taxation wthout representation because there was
not an opportunity to vote. |If SSHB 13 passes, then there would
have been a vote.

MR. JANTZ infornmed the committee that he has been the chair of
an ad hoc conmttee that has addressed this issue for the past
two to three years. This ad hoc commttee has yet to find any
i ndividual in the [Fairbanks North Star] road service areas that
want to change their service or the level at which those
decisions are made. M. Jantz said that he has not found anyone
who can tell him the admnistrative advantages to reducing the

nunber of service areas. In nost cases, when the nunber of
service areas are reduced, the voluntary labor is reduced and
[ becomes] paid |abor. The aforementioned situation is not
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positive. However, work 1is still being done to determ ne

whet her [consolidation] can be acconplished. M. Jant z
concluded by noting the inportance of allow ng everyone to vote
and allowng different mll |evies, which would allow review of

ways to conbine road service areas and inprove those roads that
need such, while allowing different |evels of service.

Number 2179

RANDY FRANK, Chairman, Viewpointe Service Area [in Fairbanks],
testified via teleconference. He informed the commttee that he
has been involved with this issue for about 18 years. In
response to sone of M. Geene's earlier comments, M. Frank
said that [the Viewpointe] service area taxes itself nore than
the service area spends on nmintenance costs in order to
establish a fund to pay for future <capital inprovenents.
Furthernore, M. Frank remarked that the Fairbanks road service
areas have better service than the Cty of Fairbanks because the
road service areas use private contractors, who nust respond and
conplete the job within 24 hours of the call to service the
r oads.

MR. FRANK said that in the past couple of years the Fairbanks
North Star Borough has been trying to merge service areas.
However, he didn't know if such a consolidation would be
possi bl e because each service area has a different tax |evel
Therefore, a vote of all nerging service areas would be required
in order to establish one taxation |evel. Such a consolidation
would result in the consolidation of service areas wth various
| evel s of roads, sone paved and sone unpaved. He predicted that
consol i dation would be problematic unless SSHB 13 passes because
SSHB 13 would allow differing |l evels of taxation.

MR. FRANK noted that he wote Representative Bunde a letter,
which is included in the bill packet. He echoed comments from
that letter regarding Anerica's wealth redistribution. He noted
that the wealthy have always been able to vote in the process.
However, in the current situation, a service area that will be
joined by a new service area does not have the right to vote in
t he process. M. Frank said that such a situation is very "un-
Anerican" and should not be allowed to continue.

Nunber 1945
M CHAEL GATTI, Attorney, Matanuska-Susitna Borough, testified

via teleconference. He informed the commttee that he is
present on behalf of the borough adm nistration, who is opposed
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to SSHB 13. The borough adm nistration is opposed to SSHB 13
for many of the reasons expressed by M. Geene and M. Bush.
In the borough's opinion, SSHB 13 elimnates |ocal control and
raises constitutional issues pertaining to maxi num |ocal self-
government with mnimm |ocal governnent units. Furt her nor e,
[this bill] would inpact the suprene court decisions in the HALO
(Area G Honme and Landowners Organi zation, Inc. (HALO .
Anchorage) case, the Hillside police protection case, and the
North Kenai case. In the North Kenai case, the Al aska Suprene
Court said that the consolidation of service areas 1is
perm ssi ble without a vote of the people.

MR. GATTI noted that the Mat-Su Valley is one of the fastest
growi ng boroughs in the state. Traditionally, the issue of
service areas is one that has been within the province of the
| ocal assenbly and adm nistered through the local road service
area advi sory boards, who have a substantial voice with regard
to what takes place with those road service areas. M. Gatti
indicated that the [Mat-Su] assenbly is very responsive to the
concerns of the local road service area boards.

Number 1845
MR. GATTI said, "This bill is really a regressive bill because

it takes away from the |iberal construction of municipal powers
and places you back in a situation that occurred years and years

ago and still occurs in some nunicipalities throughout the
state; that's based on the principle under a case called
Dillon(ph)." Under Dillon(ph), the rule is that nunicipalities
cannot do anything unless the |egislature says so. However, in
Al aska the system is that nunicipalities can do anything not
prohibited by I|aw In the Mat-Su Borough, a second class
borough, there are a few nore restrictions. However, service

areas are inportant and the question regarding the need for new
service areas wll be debated by the Mt-Su Borough Assenbly in
the future. If SSHB 13 is passed, the legislative authority of
the borough assenbly could be limted. He pointed out that the
| egislature often gets into argunments wth the governor in
regard to executive versus legislative authority. He indicated
the need for the commttee to carefully consider the principle
that local control requires local assenblies to nmake decisions
on |l ocal issues. Furthernore, SSHB 13 requires a dual nmgjority
vote and would, in some cases, allow the mnority to control
what the majority really wants. He pointed out that in America,
the majority rules.

MR. GATTlI noted that Jim Swing, Director, Mat-Su Public Wrks,
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is present and could address the practical consequences his
departnment may suffer if SSHB 16 passes. In regard to the
differenti al t axati on, M. Gatti said he believes that
Representative Kerttula's concern is well taken because
differential taxation within a service area wuld pose sone
substantial adm nistrative problens. He informed the conmmttee
of two Al aska Suprene Court cases that dealt with differential
taxation of oil and gas property; one case involved Val dez and
the other case involved Kenai. In both of those cases, under
the facts of those cases, the Al aska Suprene Court said that
differential taxation is wunconstitutional due to its l|ack of

uniformty in regard to the taxation on property. He
acknow edged that <cities do have differential taxation for
various services as they are nerely l|arge service areas. He

pointed out that service areas in the Mit-Su Valley do have
differential taxation rates based upon the recomendati ons on
the road service area supervisors. He doubted that the borough
assenbly would disagree very often with the recomendati ons of
those supervisors regarding the rate of taxation for a
particul ar service area.

Number 1603

MR, GATTI turned to the issues of consolidation and abolishnment
of road service areas. Once the assenbly has acquired a power,
it is up to the local governnent to determne how best to
adm ni ster that power. If there should be a consolidation of
service areas that provide basically the sanme |evel of services,
that should be acconplished by ordinance rather than through
artificial prohibitions. This [belief is supported] by the
constitution and Title 29 as well as case law, Liberati .
Bristol Bay Borough(ph). In conclusion, M. Gatti reiterated
that the Mat-Su Administration disagrees with SSHB 13. The
entire state shouldn't be inpacted by a bill for a |Iocal
concern, which should be debated on the | ocal |evel.

Nunber 1488

OClE ADAMS testified via teleconference in support of SSHB 13.
He was depressed by the fact that the |ocal governnment could so

easily rationalize why it is inportant to express the wll of
t he people. He remarked that the people where he lives [KniKk]
are "definitely interested in seeing this bill supported.” He

hoped that the WMat-Su Borough would be included in this
| egi sl ati on.

Number 1400
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JIM SWNG Director, Public Wrks, Matanuska-Susitna Borough,
testified via teleconference. M. Swing echoed earlier coments
regarding the Mt-Su Borough being one of the fastest grow ng
areas in the state. Much of the land in the Mat-Su Borough is
bei ng subdivi ded extensively. He could foresee a subdivision
bei ng proposed that would extend across road service areas or
even extend inside and outside of road service areas. He
pointed out that there are already requirenents for road
construction in subdivisions. Therefore, a vote of an entire
service area seens to be burdensome and serves no practical
pur pose.

MR SWNG informed the commttee that when driving from Pal ner
to Wasilla, one drives through three road service areas, which
have roads that are practically in the sanme condition and wth
the sane mll |evies. He related his belief that conbining
those three service areas should be left up to the assenbly.

Nunber 1215

JOHN LETTOW Supervisor, Road Service Area, Mtanuska-Susitna
Borough, testified via tel econference. M. Lettow said that he
believes that | ocal service areas provide the maxinum
flexibility for individuals to choose what lifestyles to
participate in and fund. He pointed out that not everyone that
noves into the WMit-Su Valley does so for curbs, gutters,
si dewal ks, and street |ights. Sonme people nove to the Mat-Su
Vall ey for the absence of those features. M. Lettow indicated
that consolidation of road service areas could result in areas
of lower assessed property values, who nmay prefer to have
ditches and darkness, having their nonetary contributions
[taxes] be wused to put in curbs and street lights in other
ar eas.

MR. LETTOW turned to the issue of differential taxation and
referred to Section 4(b). He informed the conmttee that
[differential taxation for different |evel of services] already
occurs due to areas that nay be required to have public water
and sewer when subdi vi ded. When that occurs, an assessnent is
made and incorporated and would result in a different |evel of
assessnment for those services in individual subdivisions. M.
Lettow indicated that the aforenmentioned situation is a
necessary renedy so that owners in those |ocations actually pay
for those inprovenents rather than spreading the cost to others
who do not benefit fromthose inprovenents.

HOUSE CRA COW TTEE -21- January 25, 2001



MR. LETTOW noted his support of SSHB 13, although Section 3(d)
woul d seemi ngly inpact the Mat-Su Borough. He acknow edged the
difficulty in putting things to a vote and suggested that
possibly there is a renedy between SSHB 13 and the encunbrance
stated by M. Swi ng.

Nunmber 0883

JULI E KRAFFT, Director, Menber Services, Al aska Minicipal League
(AML), noted that the commttee should have a letter from AM,
which states its opposition to SSHB 13. She also noted that
this issue has been discussed with AM's nenbers several tines
and thus a policy position has been established and is included
in the commttee packet. The bottom line for AML is that this
is a local control issue. She said that issues regarding
service areas should be resolved at the local |evel and should
not be a statew de nandate. She pointed out that the 10 mll
tax cap election, a "one size fits all" solution does not work.

REPRESENTATI VE HALCRO said that he understood AM.'s concern that
this should remain a |ocal issue. However, the folks that I|ive
within these local road service areas are locals, who want to

retain local control. Representative Halcro enphasized that
[SSHB 13] protects the locals that live within the local road
service area. He pointed out, "It's not as if the state is

going to step in and be in charge of the operations of the
limted road service area. W're sinply saying, the fol ks that
live in these areas ought to have local control."

M5. KRAFFT echoed earlier conmments regarding the fact that the
muni ci pal governnent, as set out in the constitution, is given
the authority to run the governnent. She indicated that |oca
government officials, who have been elected to be responsible
for the borough as a whole, aren't able to live up to those
responsibilities [under SSHB 13] because a small group 1is
allowed to prevent a possible consolidation that my be
appropriate for the governnent as a whole.

CO CHAIR MEYER turned to the teleconference list and found that
M . Bockhorst, Local Boundary Conm ssion, D vision of Comunity
and Busi ness Devel opnent, Departnent of Community & Economc
Devel opnent, and M. Poland, Director, D vision of Comunity and
Busi ness  Devel opnent, Department of Community & Economc
Devel opnent, were available to offer information or technical
assi st ance.

Number 0551
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REPRESENTATI VE MJURKOWSKI agreed that there seem to be sone
constitutional issues. From Representative Bunde's coments,
Represent ati ve Murkowski understood that a |egal opinion on sone
of these constitutional issues has been requested; however, she
has not seen it. Furthernore, she noticed that the next
commttee of referral for SSHB 13 is the House Finance
Commttee. Therefore, she felt that it is not the jurisdiction
of the House Community & Regional Affairs Standing Commttee to
resolve |legal issues and thus she asked if Representative Bunde
woul d object to having SSHB 13 referred to the House Judiciary
Standi ng Conm ttee.

REPRESENTATI VE BUNDE inforned the committee that Tam Cook,

Director, Legi slative Legal Servi ces, Legislative Affairs
Agency, has provided information [to the effect] that these
constitutional concerns are not gernmane. Representati ve Bunde
rem nded the commttee that this legislation was passed by the
| egi slature |ast year. He questioned sone of the coments
enbodied in the governor's veto nessage. Representative Bunde

assured the commttee that he would request that these questions
be addressed in the House Finance Conmittee. Furthernore, this
| egi sl ati on went through Legislative Drafting and Legal, both of
which did not find a constitutional problem

Nunber 0227

REPRESENTATI VE MJURKOASKI asked if Representative Bunde had an
opinion from Ms. Cook that he would be wlling to release.
[ Representative Bunde indicated that an opinion is in the
wor ks. ]

CO CHAIR MEYER asked if Representative Mrkowski wanted to hold
SSHB 13 until she has reviewed the [opinion] from Ms. Cook.

REPRESENTATI VE MJRKOWSKI  answered that she would feel nore
confortable seeing that opinion or talking wth M. Cook.
Al t hough she appreciated Representative Bunde's offer to bring
these concerns to the House Finance Committee, she didn't
believe that [constitutional issues] fall under the jurisdiction
of the House Finance Conmittee either.

CO CHAIR MEYER asked if Representative Bunde could provide the
commttee with an opinion from M. Cook by the next neeting

REPRESENTATI VE BUNDE agreed to obtain witten conmmunication from
Ms. Cook, if the conmttee w shes.
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TAPE 01-5, SIDE A

CO CHAI R MEYER announced that SSHB 13 woul d be on next Tuesday's
agenda.

Number 0040

REPRESENTATI VE BUNDE began his closing remarks by saying that
SSHB 13 basically protects the status quo. Representative Bunde
noted that although the |ocal governnment officials are not evil,
their job is nmade easier with nore power. He said, "This is a
bill about the tyranny of the majority." Representati ve Bunde
then turned to the issue of hone rule cities and noted that hone
rule cities have 53 limtations. Wth regard to the notion that
this is nerely a Hllside issue, it 1is not because good
government and |l ocal control is a statew de issue.

REPRESENTATI VE BUNDE poi nted out that the definition of the term

"l ocal control"™ has varied throughout the testinony. From one
point of view, |local control is the power of the assenbly. From
another point of view, local control refers to [the |[ocal
residents]. Representative Bunde noted that although the

argunent that [an area] is not paying its fair share did not
come up, [it is not appropriate] because if the neighborhood
maintains its roads and the state nmaintains its roads, then it
will be a quid pro quo situation. 1In conclusion, Representative
Bunde said that one shouldn't fear the voters. He remarked that
the governnent's job is to allow people the greatest input in
t he process.

Nunber 0367
REPRESENTATI VE MJURKOABKI returned the |egal opinion and remarked
that if it is easier, M. Cook could nerely be present at the

nmeet i ng.

CO CHAI R MEYER requested Ms. Cook's presence at the next hearing
on SSHB 13.

REPRESENTATI VE KERTTULA expressed interest in M. Cook's opinion
addressing the executive versus the legislative functions of
muni ci palities.

Number 0450

REPRESENTATI VE HALCRO renarked that this a very fine line. He
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noted that his district has a nunber of people that are on

septic and well systens. Due to [Anchorage's] expansion the
city has placed a water |ine down one of the nain streets in his
district. Currently, the majority of the citizens in that area
have to vote in favor of hooking up to the [city's] water and
sewer. Representative Halcro said that he didn't want to have
the city inpose hooking up to city water and sewer on those who
don't wish to hook up to it. He inforned the commttee that the

Municipality of Anchorage's Citizen Budget Book, which says,
"The Municipality of Anchorage operates under a service area
concept whereby taxpayers in different areas or taxing districts
of the nmunicipality pay property taxes only for those services
which are either required by law or which they vote to receive."
Therefore, he surmsed that the municipality [of Anchorage]
accepts that it operates under a service area concept and [this
| egislation] is nerely trying to protect that. Furthernore, the
[ Alaska] Suprene Court has already ruled - on the police
protection issue - that it was for the greater good for police
protection to be inposed on the Hillside. Representative Halcro
understood that ruling in regard to police and fire protection.

REPRESENTATI VE HALCRO turned to M. Geene's testinony that
[SSHB 13] could |imt the local assenbly's ability to raise

t axes. Representative Halcro did not agree with M. Geene's
t esti nony. Furthernore, he said that the people in the road
service areas pay a comensurate [tax] for school districts,
areawide mll rate, and police [protection]. Therefore, he
believes that self-determnation [by local residents] is the
ultimate "local control." In regard to the argunent that

different taxation levels are wunfair, Representative Halcro
pointed out that he pays the sanme tax for roads as soneone
living in downtown Anchorage; however, Representative Halcro
lives on a gravel road. In conclusion, Representative Halcro
felt that [SSHB 13] protects the status quo and is inportant.

Number 0832

CO CHAI R MEYER announced that public testinony would be closed
and SSHB 13 woul d be heard at the next neeting.

ADJ QURNVENT
There being no further business before the commttee, the House

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 9:52 a. m
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