HOUSE FI NANCE COWM TTEE
April 11, 2001
8:52 AM

TAPE HFC 01 - 81, Side A
TAPE HFC 01 - 81, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 2: 00 PM

VEMBERS PRESENT

Representative Bill WIlIlianms, Co-Chair
Representati ve El don Miul der, Co-Chair
Representati ve Con Bunde, Vice-Chair
Representative Eric Croft

Represent ati ve John Davi es
Representative John Harris
Representative Bill Hudson

Represent ati ve Ken Lancaster
Representative Ji m Wit aker

VEMBERS ABSENT

Representative Carl Mses
Representative Ri chard Foster

ALSO PRESENT

Senat or CGene Therriault; MKke Tibbles, Staff, Representative
Wl lians; Representative Gary Stevens, Sponsor; Steve Wite,
Assistant Attorney Ceneral, Depart ment of Law; Mar y
McDowel |, Comm ssi oner, Commer ci al Fi sheri es Entry
Conmi ssi on;

PRESENT VI A TELECONFERENCE

There were no tel econference testifiers.

SUMVARY

HB 193 "An Act relating to the primary election; and
providing for an effective date."
CSHB 193 (FIN) was REPORTED out of Conmttee with
a "do pass" recommendation and with a new fiscal
inpact note by the Ofice of the Lieutenant
Gover nor .

HB 194 "An Act relating to fees for commercial fishing

licenses and permts; and providing for an
effective date.”
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HB 194 was heard and HELD in Commttee for further
consi derati on.

CSSB 103(FIN)
"An Act relating to election canpaigns and
| egi sl ative ethics.”

HCS SB 103 (FIN) was REPORTED out of Commttee
wth a "do pass" recomendation and wth a
previ ous published fiscal inpact note (#2) by the
Department of Adm nistration.

HCR 13 Relating to the nonresident fee differential for
comercial fishing permts and |icenses.

#hb193

HOUSE BILL NO 193

"An Act relating to the primary el ection; and providing
for an effective date."

M KE TI BBLES, STAFF, REPRESENTATIVE WLLI AMS di scussed the
committee substitute work draft 22  (GH1089\ P, whi ch
i ncor porates a conceptual amendnent adopted by the Commttee
on April 10, 2001, contained on |line 28, page 3: the day of
the primary el ection [JUNE 1].

Co-Chair Mul der noted that the anmendnent is consistent with
the concerns expressed by the Departnment of Law. |ndividuals
would be able to file a petition by the primary election
day. M. Tibbles observed that the drafter concurs with the
change.

Co-Chair Miulder reviewed the fiscal note by the Ofice of
t he Lieutenant Governor: $5.2 thousand dollars in FY02 and
$269.5 thousand dollars in FYO03.

Co-Chair Miulder MOWED to report CSHB 193 (FIN) out of
Commttee wth the acconpanying fiscal note. There being NO
OBJECTION, it was so ordered.

CSHB 193 (FIN) was REPORTED out of Commttee with a "do
pass" recommendation and with a new fiscal inpact note by
the Ofice of the Lieutenant Governor.

#sb103

CS FOR SENATE BILL NO 103(FIN)

"An Act relating to election canpaigns and | egislative
ethics."

M. Tibbles noted that nenbers were provided with a proposed
commttee substitute, work draft 22-LS0148\H He noted that
three sections were nodified or deleted by the proposed
commttee substitute. He discussed the changes.
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Section 1 of the Judiciary version was deleted. Section 1
woul d have required the Conm ssion to develop a single form
for financial disclosure statenents. The requirenent was
renmoved Dbecause the statute referenced two separate
disclosure laws: one applied to the legislature and one
applied to all public officials. The laws are distinct and
different. The issue is still being reviewed.

Section 5 was also deleted. Section 5 allowed the use of
of fice account funds to influence the outcone of an el ection
concerning a ballot proposition if the use was permtted
under the ethics law. M. Tibbles noted that testinony by
Brook Mles, Executive Drector, Alaska Public Oficers
Comm ssion indicated that deletion of the section would not
prevent the practice. The intent is to clarify that public
noney could not be used other than to performthe usual and
customary duties of one's job. Menbers can support of oppose
ball ot propositions and send mailings. Menbers could not
operate a canpaign or influence a canpaign out of their
of fice.

Section 6, subsection 4(a)(ii): use by a political party was
deleted. M. Tibbles explained that the provision was
confusing. Under current law, a union or corporation could
mail to their shareholders or nenbers and famlies only if
it is a regular conmunication, such as a newsletter. Speci al
bul l etins would not be allowed. It would be linmted to $500
dol | ars.

Representative Croft agreed wth the elimnation of
subsection 4(a)(ii) and pointed out that there is a
constitutional right to associate wth people that want to
forma group to comruni cate on issues.

Representati ve John Davies MOVED to ADOPT Anmendnent 1:
A canpaign that receives $500, or goods or services of
a value of $500, may file a contributor's statement as
required under this section on Dbehalf of t he
contri butor.

Co- Chair Mul der noted that the anmendnent had been di scussed

in the previous neeting. The amendnent would allow the 15.5

reports to be filed by the canpaign with the Al aska Public

O ficers Comm ssion.

There being NO OBJECTION, it was so ordered.

Representati ve John Davies MOVED to ADOPT Anmendnent 2:

Section 19.25.105 is anmended by addi ng:
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(a) (7) Political canpaign signs no |larger than 4 feet
by 8 feet may be within the right of way within 45 days
of an election in which a candidate or ballot issue or
constitutional anmendnment is to be decided, and those
signs nmust renoved within 10 days after that election.

Section 19.25.150 is anmended by addi ng:

A sign in violation of AS 95.25.105 (a) (7) may be
renoved i medi ately by the departnent, and returned to
t he candi date or canpaign for upon receipt of a $100
handl i ng fee per sign.

Representative John Davies explained that the amendnent
woul d address the use of political canpaign signs. He
observed that there is confusion regarding the law The
amendnent woul d allow the use of signs within 45 days of an
el ection. Signs would have to be renmoved within 10 days
after an election. The anendnent would also clarify the
penalty. The department would be able to immediately renove
signs that are in violation of the law Signs would be
returned to the canpaign with a $100 handling fee. He noted
that his intent is to clarify the law and even the playing
field.

Representati ve Hudson expressed support for the anendnent.
He noted that the departnent nust currently give a 30-day
noti ce before signs can be renoved. He naintained that there
are violations under the current law. He noted that signs
coul d not be placed near election sites and woul d not affect
bill board | aws. The amendnent woul d | egalize the status quo.

Co-Chair Ml der spoke in support of the anendnent. He
observed that current |aw has been inconsistently applied
fromlocation to |ocation and canpai gn to canpaign

In response to a question by Representative Witaker,
Representative John Davies explained that the state version
of the 1966 federal act was adopted by initiative. State |aw
disallows billboards along state nmintained roads. The
Departnent of Transportation and Public Facilities has made
a distinction between rural roads. During the |last election,
the Northern Region of the Departnent of Transportation and
Public Facilities enforced the law on all state naintained
road in Fairbanks. He observed that there was a l|ot of
confusion regarding the wuse of signs. The departnent's
interpretation was viewed as onerous, although it was the
correct interpretation of the law The anendnent would
clarify the law and draw a bright line as to the use of
canpai gn signs.
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Representative Lancaster questioned if the anmendnment would
be sel f-serving.

SENATOR CGENE THERRI AULT expressed concern that a specific
al | onance would be carved out. He noted that the Departnent
of Transportation and Public Facilities is protective of the
right away. He added that signs are not allowed if they are
visible froma state maintained road on private property. He
expressed concern that the anmendnent would set the
Legislature up for criticism

Representative John Davies responded that the exenption
would be handled in the sanme way as other exenptions. He
stressed that a | arge nunber of people are putting up signs.
The anendnment woul d specify what is allowed and what is not.
He acknow edged that the 30-day rule nakes sense for nost
busi ness uses, but argued that the 30-day rule invites
people to place signs 29 days before the election in
violation of the | aw. The anmendnent would clarify the rules.

Representative Croft acknowl edged that it creates an
exception that other businesses won't have but stressed that
it would confirm the current practice. He pointed out that
there would not be further opportunity to debate the issue,
since it is the final commttee assignnent on a senate bill
He acknow edged the need to review the issue, but suggested
that it should be taken up in other |egislation.

Representative Whitaker spoke against the anendnent. He
observed that the public approved of the limtations placed
on the signs in the Northern Region.

Representative Harris questioned if there is any provision
to allow the departnent to designate areas all ow ng signs.

Senator Therriault clarified that the departnent does not
allow signs in the road right-of-way. He noted that the bil
was schedul ed for floor action that day and that there would
be little tinme to review the anendnent.

Aroll call vote was taken on the notion.

I N FAVOR: Davi es, Hudson, Mul der
OPPQOSED: Croft, Harris, Lancaster, Witaker, WIIlians

Represent ati ves Foster, Mses and Bunde were absent fromthe
meet i ng.

In response to a question by Senator Therriault, Co-Chair
Mul der restated the intent of Anendnent 1. He enphasi zed the
intent of dimnishing the "hassle factor” for individual
donors.
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Senat or Therri aul t reviewed statute requirenents for
contributions. He noted that the contributor nust state that
they are not prohibited by |Iaw from nmaki ng the contribution.
He questioned if a canpaign could fill out a form for the
candi date. He questioned if the |anguage had been reviewed
by the Departnment of Law.

Representative John Davi es pointed out that the anmendnent is
perm ssive and states that they “may”. He stressed that
regul ation would allow the intent to fit with the statute

Senator Therriault did not have problenms wth the intent,
but expressed concern that he was not sure how the drafter
woul d interpret the | anguage.

Co-Chair Mul der observed that the Division of Legal Services
was reviewing the anmendnent. He noted that it was not his
intent to dimnish or threaten the bill. He noted that if
the result is adversarial that the anendnent could be
w t hdr awn.

Co-Chair Miulder MOVED to report HCS SB 103 (FIN) out of
Commttee with the acconpanying fiscal note.

HCS SB 103 (FIN) was REPORTED out of Commttee with a "do
pass" recomendation and with a previous published fisca
i npact note (#2) by the Departnent of Adm nistration.

#hb194

HOUSE BILL NO. 194

"An Act relating to fees for comercial fishing
| icenses and permts; and providing for an effective
date."

REPRESENTATI VE GARY STEVENS, SPONSOR testified in support of
HB 194. He noted that the legislation is the result a class
action suit agai nst the Commerci al Fisheries Entry
Comm ssion (Carlson vs. state). In the past the state has
charged a ratio 3 to 1 - nonresidents to residents on
comercial fishing licenses. The Court has disallowed the
differential. The Court ruled that differentials nust be
based on the differences between resident and nonresident
taxes. The bill would not affect the Carl son case, but would
prevent further debt from acquiring. The |egislation would
reduce the cost to the state of Alaska in the event that it
| oses the case. The legislation repeals the 3 to 1 ratio.
Wrding would be added to allow the state to charge the
maxi rum amount allowed by law. The state has argued in
Superior Court that there are six categories where
nonresi dents should be charge nore than residents. The
Superior Court provided a formula, which outlines what the
state can charge. Court allowed only tw of the six
categories. The suit could cost the state $22 mllion
dollars in clains and nore 10.5 percent in interest. If the
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bill is passed the Comercial Fisheries Entry Conm ssion
(CFED) would begin to wuse the Court's criteria. He
mai ntai ned that passage of the legislation would help
resolve problens wthout creating new ones. It would also
denonstrate that the state of Alaska is acting in good
faith.

Representative Harris summarized that Al aska residents are
payi ng what they should, but that non-residents are paying
t oo nuch.

Representative Stevens responded that the Court has not
commented on the anpunt charged. The Court has naintained
that there needs to be a logical reason to charge
nonr esi dents nore than residents.

Representative Harris concluded that the formula is flawed
and t he net hodol ogy nust be changed.

TAPE CHANCGE, HFC 01 - 81, SIDE B

Co-Chair Mulder noted that the maxi mum charge to fish in
Al aska waters is $750 dollars. He questioned if the amount
was unreasonable and pointed out that out of state fishers
can nmake as nuch as $50,000 dollars. He wanted assurances
that the legislature could charge the maxi num anount.

Representative Stevens responded that the |egislation would
allow the state to charge what the courts would allow in
each of the six categories. He pointed out that the bil
responds to federal law and that rights cannot be denied to
US citizens. The bill doesn’t prevent the maxi mum from
bei ng char ged.

Co- Chair Mul der questioned how the |egislation presents the
policy of the Legislature regarding the costs to the state
that are not incurred by out of state residents.

Representative Stevens pointed out that the state is bound
by the options provided by the Court. He did not agree with
the Court's limtation to the two categories. Co-Chair
Mul der suggested that |anguage be added to represent the
Legislature's position regarding the fair costs incurred by
the state of Alaska in relations to the fisheries.
Representative Stevens noted that the Comrercial Fisheries
Entry Comm ssion nust continue to follow the 3 to 1 ratio
[in its licensing structure] unless the statute is changed.
The legislation would allow the state to charge the maxi num
allowed by the Court, which currently only includes the two
categories. He argued that the state could charge nore if
the additional categories are added. Representative Stevens
observed that the Commercial Fisheries Entry Conm ssion nust
follow state statute. The legislation would allow the
maxi mum anount al |l owabl e by | aw.
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Co- Chair Ml der questioned who establishes policy in the
state of Alaska and indicated that the Legislature properly
establishes policy. He stressed that the legislative policy
should be clearly put in record to the Court. He asked what
woul d be the (nonetary) affect on resident |icenses.

In response to a question by Representative Croft,
Representative Stevens pointed to page 4, section 5 as an
assurance that the maxinmum anount could be collected.
Representative Croft questioned why the |egislation should
not included |anguage indicating that the state wants to
i gnore t he f eder al Constitution's restrictions on
di scrim nation between residents and nonresidents.

Representative Stevens responded that there is an
acconpanying resolution (HCR 13), which would outline the
state of Alaska's position. He maintained that the Court
woul d determine the case based on facts with a rational
approach. He did not think that all of the categories should
be contained in the |egislation.

Representative Croft summarized that the legislation gives
the Comm ssion the authority to charge the maxi mum al | owabl e
anount, once it is determ ned. Representative Stevens noted
that it is the intent of the Commssion to charge the
maxi mum anount all owable to out-of-state fisherman.

Representative Lancaster pointed out that the |egislation
does not jeopardize the state's case before the Court.

Representative Stevens maintained that the |egislation would
not indicate fault or guilt and |eaves the state of Al aska
in a strong position. The legislation would allow charges in
any of the six categories.

Representative Harris asked if the state had exhausted its
| egal opti ons. Representative Stevens noted that the
Superior Court has ruled. The case is on appeal to the
Suprene Court.

Representative John Davies referred to page 4, lines 7 — 9:
The fee shall be higher and not exceed the maxi num He
questioned why the fee should not equal the maxinum
Representative Stevens did not have an answer.

STEVE WHI TE, ASSI STANT ATTORNEY GENERAL, DEPARTMENT OF LAW
provi ded information regarding the | egislation. The Superior

Court decision was decided and appealed with the Al aska
Suprenme Court. The issues on appeal concern the six budget

categories, paynent of issues and class action issues
regarding the conposition of the class. The Al aska Suprene
Court woul d be guided by other decisions by the U S. Suprene
Court and other United State decisions.
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M. Wite noted that the purpose is to direct a nechanism
for charging fees in the future. The fornmula needs to be
pl aced into statute. The naxi mum anount under the fornula
woul d be charged. The fornula itself is not a matter of
appeal. The sooner the forrmula is placed into statue, the
sooner the state begins to save in potential refunds. The
Al aska Suprenme Court first announced the fornula in 1991

The class and the state of Alaska tested the formula. The
Court confirmed it with a few adjustnents in 1996. The basic
formula is set; it says the state can charge a dol |l ar anount
nore for nonresidents than residents based on what the state
spends for comrercial fisheries, derived from the anopunt
that only residents pay for direct services. The fornula
would be put into statue. He reiterated that the Court's
decision is based on federal constitutional |aw.

MARY MCDOWELL, COW SSI ONER, COMVERCI AL FI SHERI ES ENTRY
COW SSION responded to questions. She noted that the
| egi sl ati on was worded to not exceed the maxi num because the

exact amount is unknown until the followng year. It would
not be admnistratively feasible to estimte the exact
maxi mum dol | ar anmount. The bill does not drop nonresident

fees across the board. Passage of the |egislation would not
result in a negative fiscal inpact in 2001. The current
maxi rum differential in the highest fee category is $500
dollars. Orher fee categories are less. The Ilegislation
woul d place the maximum all owance on every fee category.
Nonr esi dent fees would go up on the |owest categories. The

bill also addresses crewnrenber |icenses, where the state is
currently foregoing nonresident revenues. Under Carlson the
average differential was $118 dollars. In areas such as
crewrenber licenses where the 3 to 1 ratio is under the

differential there is no refund. The legislation wuld add
nore noney to the state by raising the crewrenber |icenses
to the maxi num anount that it would |ose from nonresident
permt holders. The |legislation changes who has the burden
of paying, but the overall total would be approxi mtely the
sane. |If the state of Al aska were to succeed in its argunent
before the Suprene Court and the legislation were to becone
|law then state revenues would be greater than under the
current 3 to 1 ratio.

In response to a question by Co-Chair Milder, M. Wite
noted that the courts allowed the direct operating and in
direct operating costs in the calculation of fees. Indirect
operating costs include the overhead costs of departnents
that have direct costs. Salaries of fish and gane personnel
in the Commercial Fisheries Division are included. Indirect
costs for the Departnent of Fish and Gane would be a
proportion of the overhead that supports those enpl oyees.

Co-Chair Mulder pointed out that it costs the state of
Alaska to build hatcheries, support habitat, provi de
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enforcenent, and marine research. M. Wilite agreed and noted
that these itens were included in the state's argunents
Enf orcenent costs have been included as direct costs. Costs
to the University of Alaska have also been included as
di rect operating costs.

Co-Chair Mil der noted that there are also costs to the city
of Kodiak for water systenms. M. Wite noted that costs to
| ocal conmunities are outside of the analysis. The Court is
considering what it costs a person to participate in a state
regul ated activity and how nmuch the state pays for the
activity.

In response to comments by Co-Chair Milder, M. Wite noted
that the cost of legislative debates before the Legislature
has been captured and all owed by the Court.

Co- Chair Mul der questioned why all the costs associated with
fisheries managenent should not be put onto the record in HB
194. M. Wiite enphasized that the Court is not going take
into consideration state policy. He felt that additional
item zation of costs would be redundant, but acknow edged
that it would not hurt. He pointed out that he could not

cite the substance of the bill [in argunents before the
Court]. He maintained that the Court woul d base its decision
on constitutional | aw. He acknow edged that if the

categories were not included [and were subsequently all owed
by the Court] that the statutes would have to be anended to
add the m ssed itens.

Co- Chair Mul der questioned what provision in constitutional
| aw states that differentials are allowed. He stated that
the Court has "opened the door" to differentials recognizing
the fact that Alaska spends noney in support of its
commercial fisheries.

M. \Wite stated that the Court 1is dealing wth a
Constitutional clause that was interpreted in a fisheries
case in a 1948. The Suprene Court announced the principa
that a state can charge a nonresident nore if they cause the
state nore expenditures and based on the services the state
is providing, which are paid by residents and not the
nonresidents. The state of Al aska has argued that while
state residents don't pay taxes they are foregoing
opportunities from state oil revenues that belong to them
Ol revenue expenditures are being counted just as if they
are taxes. The ruling is derived fromthe U S. Constitution
based on U S. Suprene Court decisions. The Al aska Suprene
Court is further extending the decisions.

Co- Chair Mul der stressed that characterizations of disparity
are arbitrary. M. Wite responded that they are not
arbitrary, but they are reasonable. There is no precedent in
which a state has had to identify its expenditures in this
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manner. The state will |ook at expert witnesses in public
finance that wll identify appropriate costs, which should
be i ncl uded.

Ms. McDowell pointed out that under the 3 to 1 ration, the
state of Alaska is accruing an additional $1.13 mllion
dollars of potential liability every year. An additional 250
new nenbers are being added to the Carlson class due to
turnover. Ad nenbers remain in the class. If the 3 to 1
ratio were replaced with all of the fees reflecting all of
the budget categories, then the potential liability would
ski rocket. There is a $500 dollar maxi num spread between
residents and nonresidents. If all categories were applied
than every permt category would be at the nmaxi rum $500
dollar spread, including those that are currently at the
$100 dollar differential. If the state did not prevail all
of this would have to be refunded with interest. The
| egi slation would keep the revenues from nonresident fees
steady or slightly increased while liability is mnimzed.

Representati ve Hudson acknow edged the concern of Co-Chair
Mul der that the |egislature makes policy and incurs costs.
He referred to page 4, section 5 line 8. He suggested that
t he | anguage be changed to:

The fee for a nonresident entry permt or a nonresident
interimuse permt shall be three tines higher than the
annual base fee or by an anount established by the
comm ssion by regulation, that is the maxi num all owed
by I aw.

Representati ve Hudson stressed the need to spell clearly the
| egi sl ative intent, while halting the entry of new
applicants into the class action suit.

HB 194 was heard and HELD in Committee for further
consi derati on.

#

ADJ OQURNIVENT

The neeting was adjourned at 10:20 a.m
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