HOUSE FI NANCE COWM TTEE
April 25, 2001
1: 48 PM

TAPE HFC 01 — 95, Side A
TAPE HFC 01 - 95, Side B
TAPE HFC 01 - 96, Side A
TAPE HFC 01 - 96, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 1:48 PM

VEMBERS PRESENT

Representative El don Miul der, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representati ve Con Bunde, Vice-Chair
Representative Eric Croft
Represent ati ve John Davi es
Representative Carl Mses
Representative Ri chard Foster
Representative John Harris
Representative Bill Hudson
Represent ati ve Ken Lancaster
Representative Ji m Wit aker

VEMBERS ABSENT

None
ALSO PRESENT

Nico Bus, Admnistrative Services Mnager, D vision of
Support Services, Departnment of Natural Resources; Dan
Branch, Assistant Attorney GCeneral, Departnent of Law,
Cat heri ne Reardon, Director, Division of Cccupational
Li censi ng, Departnment of Community and Economi c Devel opnent;
El mer Lindstrom Special Assistant, Departnent of Health and

Soci al Servi ces; M ke Li vi ngst on, Anchor age Pol i ce
Departnent; Kurt Parkan, Deputy Conm ssioner, Departnent of
Transportation and Public Facilities; John Bi t ney,

Legi sl ative Liaison, Alaska Housing Finance Corporation,
Departnent of Revenue.

PRESENT VI A TELECONFERENCE

M ke Livingston, Anchorage Police Departnent; Sharon Young,
Anchorage; Brian Rogers, Fairbanks; David Braun, Healy;
Li nda Paganelli, Healy; Nancy Bale, Anchorage; D ck Mlius,
Anchor age; Larry Jones, Executive Director, Board of Parole;
Joe Fields, President, Kantishna Holdings Inc., Anchorage;
Mary Kaye Hessi on
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SUMVARY
HB 49

HB 108

HB 191

HB 228

"An Act extending the termnation date of the
Board of Parole; and providing for an effective
date."

CSHB 49 (FIN) was REPORTED out of Committee with a
"do pass" recomendation and with a previously
publ i shed zero fiscal note (#1) by the Departnent
of Corrections.

"An Act relating to the accounting for and
appropriation of fees for recording and related
services by the Departnent of Natural Resources;
and providing for an effective date."”

HB 108 was REPORTED out of Conmttee wth a "do
pass” recoomendation and wth a previously
publi shed fiscal i npact note (#1) by the
Departnent of Natural Resources.

"An Act authorizing financing for certain public
transportation projects; giving notice of and
approving the entry into, and the issuance of
revenue obligations that provide participation in,
| ease-financi ng agreenents for t hose
transportation projects; and providing for an
effective date."

HB 191 was heard and HELD in Commttee for further
consi derati on.

"An Act relating to the offense of selling or
giving tobacco to a mnor, to the accounting of

fees from business Ilicense endorsenents for
tobacco products, to the disclosure of certain
confidenti al cigarette and t obacco pr oduct

information, to notification regarding a cigarette
manuf acturer's nonconpliance wth the tobacco
product Master Settlenent Agreenent, to business
| i cense endorsenents for sale of tobacco products,
to citations and penalties for illegal sales of
tobacco products; and providing for an effective
date."

CSHB 228 (FIN) was REPORTED out of Conmttee with
a "do pass" recommendation and with and with and a
previ ously published zero fiscal note (#1) by the
Department of Revenue; and three previously
published fiscal inpact notes (#2, #3, and #4):
Departnent of Law, Departnment of Health and Soci a
Servi ces and Departnent of Community and Econom c
Devel opnent .
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HB 234 "An Act relating to the financing of construction
and renovation of certain public facilities; and
providing for an effective date."

HB 234 was heard and HELD in Commttee for further
consi derati on.

HB 244 "An Act relating to a grant of state land to the
Denali Borough for a railroad and utility corridor
and a railroad devel opnent project; repealing
provisions relating to a grant of a right-of-way
of land for a railroad and utility corridor to the
Al aska | ndustri al Devel opnent and Expor t
Aut hority; and providing for an effective date."

CSHB 244 (FIN) was REPORTED out of Conmttee with
a "do pass" recomendation and with a previously
publi shed fiscal i npact (#1) note by the
Departnent of Natural Resources.

#hb49

HOUSE Bl LL NO. 49

"An Act extending the term nation date of the Board of
Parol e; and providing for an effective date."

LARRY JONES, EXECUTI VE DI RECTOR, BOARD COF PARCLE testified
in support of the legislation. He noted that the Board of
Par ol e supports the extension of the sunset date to June 30,
2006. The Board is nmade up of five citizen nenbers and is
tied to every elenent of the justice system He stressed the
inportance of the Parole Board and enphasized that it
represents the nost hunmani zed aspect of the crimnal justice
system Parole is not a right; it is a discretion and the
privilege of parole rests solely with the Parole Board.
Public safety is the nunber one factor in considering
parol e. He observed that the state of Alaska saves between
$10 - $12 nmillion dollars in hard bed costs by allow ng
prisoners to go into the public sector wth close
supervi si on.

Vi ce-Chair Bunde observed that the Legislative Budget and
Audit Conmmttee report supports a |longer extension. M.
Jones agreed that a |onger extension would be useful. He
enphasi zed that extensive financial review is unnecessary
due to the size of the Board. He explained that the Board
chose a 2006 review date based on its past experiences. He
poi nted out that Al aska has a constitutional mandate for a
parole system He said that an increase to 2010 would be
wel coned.

Representative Lancaster noted that there was a snall

concern regarding overseeing parolees by the Board and/or
the Adm ni stration.
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M. Jones explained that all parolees are wunder the
jurisdiction of the Board, but supervision is conducted by
the Departnent of Corrections. Only about 4 percent of
revocation hearings are discretionary parolees. Mandatory
parol ees are released w thout personal interaction with the
Parol e Board. The supervision provided by the departnent is
sufficient in the mnd of the Board.

Vi ce-Chair Bunde MOVED to ADOPT Anendnent 1: delete "2006"
and insert "2008". There being NO OBJECTION, it was so
order ed.

Representative Hudson MOVED to report CSHB 49 (FIN) out of
Commttee wth the acconpanying fiscal note. There being NO
OBJECTIQN, it was so ordered.

CSHB 49 (FIN) was REPORTED out of Committee with a "do pass”
recommendation and with a previously published zero fisca
note (#1) by the Departnent of Corrections.

#hb108

HOUSE BILL NO 108

"An  Act relating to the accounting for and
appropriation of fees for recording and related
services by the Departnent of Natural Resources; and
providing for an effective date."

NI CO BUS, ADM N STRATIVE SERVICES MANAGER, DIVISION OF
SUPPORT SERVI CES, DEPARTMENT OF NATURAL RESOURCES testified
in support of the legislation. The |egislation wuld change
the funding source for the state recorder's operations from
program recei pts to recei pts supported services. He observed
that HB 418 provided authorization for wuse of custoner
receipts to support their prograns. He enphasized the
difficulty of the Recorder's Ofice to conpete wth other
prograns within the Departnent of Natural Resources. The
Recorder's O fice generates approxinmately $4 million dollars
in receipts. The operating costs for the Recorder's Ofice
is approximately $2.4 mllion dollars.

Vi ce-Chair Bunde questioned if custoners are being charged
too nmuch if revenues generate nore than the cost of
operations. He added that the legislation wuld take the
| egislation out of the appropriation process. M. Bus
responded that the change would retain the requirenent for
annual | egi sl ative authorization. He clarified that
recording is one responsibility of the office and archiving
is another. There are many records that have not been
archived. Storage adds to the costs. Minicipalities that
have stored records over the years are returning books that
nmust be stored to the state of Alaska. He noted that the
alternative is to close offices.
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Representative Hudson noted that there are records dating
back to the 1800's. He spoke in support of placing the
program under receipts supported services.

In response to a question by Representative Lancaster, M.
Bus explained that the Palnmer Ofice is noving from a 15-
year |ease. The increase in population over the past 15
years has resulted in an overcrowled facility. The |ease
cost was only .70 cents, since it was negotiated 15 years
ago. They now have to pay current market value. The office
requi res nore square footage at increased cost. In addition,
the office has inherited equipnent from the Al aska Court
System that has no nmaintenance agreenents. All docunents
presented to the recorder's office nmust be returned via mail
to the custoner. Postal fee increases have added to
i ncreased cost.

Representative Harris noted that there are three offices
operated by the Al aska Court System Seward, Valdez and
G ennallen. Court activities receive priority in these
offices. M. Bus stressed the need to identify personnel to
fulfill this function. The Departnent of Natural Resources
operates the other 11 offices.

In response to a question by Representative Harris, M. Bus
clarified that since the inplenmentation of the State's
Recorder's Ofice Index System they have provided a daily
on-line transfer index w thout m ssing a day.

Vi ce-Chair Bunde nmintained that funding for the Recorder’s
O fice should be considered wwth all other expenditures. M.
Bus responded that detailed expenditures are submtted to
the legislature. Funds are not dedicated and nust receive
| egi sl ative authorization. The purpose is to present their
true needs wthin the conpetition of the entire departnent.
Co-Chair Mil der pointed out that there is a lot of activity
in the None office, yet it was the first office cut.

Representati ve John Davies noted that the fundanental policy
guestion is should they be in the category of receipts
supported services. He acknowl edged that the service
generates a lot of fees and the custoners are frustrated
because the service cannot be advanced in appropriate ways.
The legislation would take away the artificial cap issue and
al | ow decisions to be based on the proper |evel of service.

Vice-Chair Bunde maintained that the budget for the
Recorder’s O fice would be increased from$2.4 to $4 mllion
dollars by the passage of the bill. Representative John
Davies argued that subcommttees would still review the
funding, but that the arbitrary cap woul d be renoved.

Representative Hudson stressed that the change would all ow
better bookkeeping. Services would be tied to revenues. He
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pointed out that [under the current system general fund
expenditures are reduced to an agency that is earning its
own keep.

Representati ve Wi taker observed that the revenues would be
used to provide better service where they are earned. The
| egi sl ati on woul d provide a structural change, by dedicating
them to the departnent where they are produced. He pointed
out that the sanme argunent could be made in the Division of
Ol and Gas and expressed concern that the dedication may
not be in the best interest [of the Legislature].

M. Bus argued that workload is directly related to the
custoner’s action.

Representative Harris spoke in support of the |egislation
He noted the nunber of conplaints from the public sector
regarding the level of service. The Legislature would still
have to approve the funds, but it would not be counted
against the general fund conponent. He nmaintained that
accountability would continue through the budgeting process.

Representative John Davies argued that the |egislation does
not create a dedicated fund. He felt that it is nore of an
i ssue of fund source: a different type of program receipt.
It would be a sub account in the GCeneral Fund and
expendi tures woul d not be automatic.

Represent ati ve Wi taker asked if there is a current docunent
backlog. M. Bus noted that the statutes require 24 hour
i ndexi ng. The problem occurs after the indexing. There is a
backlog in archiving. There are roons full of information
that is not available to the public because it nust be
filmed and digitized. He discussed neans to reduce the
backl og.

Representative \Witaker sunmarized that there is a backl og
of work that could be solved with an allocation of funds.
M. Bus observed that capital project funding has been
requested for the past several years. The funds have not
been sufficient to keep up wth the |evel of work. Capital
requests have been funded. If the legislation were passed
the level of funding would remain at $2.5 mllion dollars
unless the court offices were included. The Recorders’
O fice has requested additional operational funding, which
has not al ways been received.

Co- Chair Mul der summari zed that the issue differs from past
functions because it mnmakes nore noney than the cost of
operations. He expressed confidence that the subcommttee
chair would watch expenditures and added synpathy for user
groups that want a tinely product for their fee.
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Vi ce- Chair Bunde maintained that the departnent would still
request additional funds. He argued against passage of the
| egi sl ati on.

Representative Foster MOWED to report HB 108 out of
Committee with the acconpanying fiscal note. Vice-Chair
Bunde OBJECTED.

Aroll call vote was taken on the notion to Move HB 108 from
Committee.

I N FAVOR: Davi es, Fost er, Harri s, Hudson, Lancast er,
VWhi taker, Croft, WIIlians, Ml der
OPPOSED: Bunde

Representati ve Moses was absent fromthe vote.
The MOTI ON PASSED (9-1).

HB 108 was REPORTED out of Commttee with a "do pass”
recommendation and with a previously published fiscal inpact
note (#1) by the Departnent of Natural Resources.

#hb228

HOUSE BILL NO 228

"An Act relating to the offense of selling or giving
tobacco to a mnor, to the accounting of fees from
busi ness |icense endorsenents for tobacco products, to
the disclosure of certain confidential cigarette and
t obacco product information, to notification regarding
a cigarette manufacturer's nonconpliance wth the
tobacco product Mast er Settlement  Agreenent, to
business license endorsenents for sale of tobacco
products, to citations and penalties for illegal sales
of tobacco products; and providing for an effective
date."

Menmbers were provided with Amendnent 1, 22LS0797\J.1, Ford,
4/ 25/ 01 (copy on file).

Representative Harris spoke in support of the |egislation

He observed that the state of Alaska received a federal
penalty that resulted in the loss of $1.5 mllion dollars in
federal receipts because it was out of conpliance with the
federal regulations for the sale of tobacco products to
mnors. The state needs to maintain a 20 percent success
rate. He explained that the legislation stiffens the penalty
for selling tobacco to a mnor. Business license fees for
endor sement of tobacco sales would be increased. The fisca

note is $487 thousand dol |l ars.

TAPE HFC 01 - 95, Side B
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Representative Harris concluded that the legislation would
allow the state to retain the $1.5 mllion dollars in
f ederal funds.

ELVMER LI NDSTROM SPECI AL ASSI STANT, DEPARTMENT OF HEALTH AND
SOCI AL SERVI CES spoke in support of HB 228. He noted that
the legislation responds to federal nonconpliance for
federal fiscal year 1999. In the absence of the bill and the
attached funding, the state of Alaska would lose $1.5
mllion dollars from its federal substance abuse block
grant. These funds would conme out of treatnent of alcohol
abuse. Substance Abuse dollars are being held hostile for
enforcenment activities related to the sell of tobacco to
mnors. The departnent appealed the penalty. Wile the
appeal was pending Congress passed legislation allow ng for
an alternative penalty. The alternative penalty allows
states to put the anmount of funding reflected in the fiscal
note into new tobacco enforcenment resources to satisfy the
federal fiscal year 1999 Synar penalty [the federal Synar
Amendnent requires sales to mnors to be less than 20
percent]. The legislation would give support to enforcenent
and allow the nonconpliance nunbers to be reduced

Currently, 34 percent of mnors that attenpted to purchase
t obacco were successful.

Vi ce-Chair Bunde spoke in support of enforcenent, but
questioned how it would affect small communities. M.
Lindstrom stressed the need for rural enforcenent. He
observed that in comunities with less than 9 outlets, by
and large small rural communities, 61 percent of the tine
m nors were able to purchase tobacco. He observed that youth
flown in from Anchorage were able to purchase tobacco in
these small rural conmunities.

M. Lindstrom di scussed the fiscal notes. He expl ained that
the fiscal notes from the Departnent of Community and
Economi c  Devel opnent, Qccupat i onal Licensing and the
Departnent of Law are interagency receipts that are included
in the Departnent of Health and Social Services' $487.9
t housand dollar fiscal note. The general fund appropriation
would be mde to the Departnent of Health and Soci al
Services and they would contract for the services needed to
conpl ete enforcenent activities.

M KE LIVINGSTON, DETECTIVE, ANCHORAGE POLICE DEPARTNMENT
testified via teleconference in support of the |egislation.
He has conducted tobacco conpliance checks since 1997. He
suggested the addition of |anguage on page 3, line 19: or an
agent or an enployee working under the endorsenent of an
agent. He enphasi zed the need for education.

Co- Chair Mul der pointed out that the |anguage in subject (1)

on page 3 is nodified by subsection (d) on page 3. He
concl uded that an agent would be responsible for a violation
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the agent or the enployee of the agent. M. Livingston
pointed out that the wording is included in subsections (2)
and (3) and argued that subsection (1) would be further
clarified by its inclusion.

DAN BRANCH, ASSI STANT ATTORNEY GENERAL, DEPARTMENT OF LAW
testified that the trigger was contained in the previous

section, but that the additional |anguage would nmake it

cl ear.

He observed that an anmendnent to section 6, subsection (1)
woul d clarify the concern.

M. Branch agreed that subsection (d) is the trigger to
subsection (1) on page 3. He acknow edged that the inclusion
of the | anguage recomended by M. Livingston would further
clarify that if a person has not had a prior violation or
their clerk has not had a prior violation then they woul d be
treated as a first offender. He discussed Amendnent 1 (copy
on file.) He suggested that the anmendnent woul d resolve the
problem by clarifying that if there were no prior offense or
penal ti es under paragraph (2) - (4) they would be treated as
a first offender and receive the 20-day m ni mum provision

The intent was to make sure that people were covered that
had prior offenses ol der than 24 nonths. Those with of fenses
ol der than 24 nonths woul d be treated as first offenders.

M. Branch further discussed anendnent 1. He noted that the
Title 11 provides that vending machines cannot be used for
the sale of tobacco accept in bars and enpl oyee break roons
where they are not accessible to mnors. Owers nust
adequately supervise the use of the machines. The anendnent
woul d clarify that vendi ng nachi ne owners woul d have to have
an endorsenent to place a vending nmachine in a bar. The bar
owner woul d al so have to have an endorsenent. Vendor machi ne
conpanies only have to buy one endorsenent for all their
vendi ng machi nes. O her vendors of tobacco would have to
have an endorsenment for each |ocation where tobacco is sold.
Addi tional |anguage on line 27, page 4 would clarify that,
during the period of suspension, a vending machine owner
coul d not operate a vending nachine at the |ocation that the
of fense took place. The machine in violation would be taken
out of service during the period of suspension and coul d not
be used in another |ocation. The original |egislation would
have taken all of the vendor's machi nes out of business for
the period of the suspension. This provision was renoved in
House Judiciary. Amendnent 1 is a conprom se, which strikes
a fair balance and ensures that the vending nachine owner
could not take the machine to another |ocation in order to
conti nue meki ng noney.

Representative Harris MOWED to ADOPT Anmendnent 1. There
bei ng NO OBJECTIQN, it was so ordered.
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Co-Chair Mil der MOVED to change the funds source on fisca
note #3 to tobacco settlenent funds. There being NO
OBJECTIQN, it was so ordered.

Representative Foster MOVED to report CSHB 228 (FIN) out of
Commttee wth the acconpanying fiscal note. There being NO
OBJECTION, it was so ordered.

CSHB 228 (FIN) was REPORTED out of Commttee with a "do
pass" recomendation and with and a previously published
zero fiscal note (#1) by the Departnent of Revenue; and
three previously published fiscal inpact notes (#2, #3, and
#4): Departnent of Law, Departnent of Health and Soci al
Services and Departnent of Community and Econom c
Devel opnent .

#hb191

HOUSE Bl LL NO. 191

"An Act authorizing financing for certain public
transportation projects; giving notice of and approving
the entry into, and the issuance of revenue obligations
t hat provi de partici pation in, | ease-financi ng
agreenents for those transportation projects; and
providing for an effective date."”

Co-Chair WIllians provided nenbers with a proposed commttee
substitute, work draft, 22-LS0766\F, Cook 4/25/01 (copy on
file.) He noted that the proposed comm ttee substitute would
provide funding at approximately the sanme level as the
previous year's appropriation of $350 mllion dollars. [The
| egi sl ati on uses Garvee Bonds to support hi ghway projects]

KURT PARKAN, DEPUTY COWM SSI ONER, DEPARTMENT OF
TRANSPORTATI ON AND PUBLI C FACILITIES testified in support of
the |egislation. He noted that the Departnent of
Transportation and Public Facilities' proposal would have
funded $425 nillion dollars worth of projects. The
| egi sl ati on proposes projects totaling $379 mllion dollars.

All  projects included in the Garvee package nust be
St at ewi de Transportation | mpr ovenent Program  (STIP)
eligible.

Representative John Davies observed that projects in
Fai rbanks did not follow the Borough's priority list. Co-
Chair WIIlians observed that his office discussed projects
with the departnment. M. Parkan noted that the Borough's
fifth priority, a $10 mllion dollar project for roads and
trails, was renoved fromthe commttee substitute.

In response to a question by Vice-Chair Bunde, M. Parkan
revi ewed changes to the proposed Anchorage projects: project
#11 was reduced from $500 to $420 thousand doll ars; project
#12 was increased from $500 to $700 thousand dollars; and
project #17 was increased from $56 mllion to $58, 180
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mllion. These changes reflect the actual cost of the
projects. A $9 million dollar Seward Hi ghway project
reconmended by the departnment was not included. The
departnment did not include an additional $15 nmillion dollar
project for Abbott Loop North Extension, which was included
in the proposed commttee substitute. He did not know where
the project was on the STIP but observed that there is
currently an east Anchorage study underway to |look at this
part of the city. Once the study is done the |ong-range
transportation plan would be nodified. This would affect the
outcone of the project. Projects need to be conpleted within
five years of the sale of the bonds.

HB 191 was heard and HELD in Comrmittee for further
consi derati on.

#hb234

HOUSE BI LL NO. 234

"An Act relating to the financing of construction and
renovation of certain public facilities; and providing
for an effective date."

Co-Chair WIllianms provided nenbers with a proposed commttee
substitute, work draft 22-LS0863\0 Cook, 4/25/01(copy on
file). He observed that the legislation wuld fund ports and
har bors, public schools, and the University of Alaska wth
t obacco securitizations. He noted that bonding | anguage for
ports and harbors was added by the Senate and objected to by
comunities.

Vi ce-Chair Bunde noted that he was working on an anendnent
to utilize the 20 percent that had not been securitized as a
revenue stream for tobacco cessation prograns.

Representative Croft expressed support for Vice-Chair
Bunde's proposal. He also observed that the |egislation
contains funding for ports and harbors and stated that he
was nore confortable with using the funding to support major
mai nt enance and school construction.

JOHN BI TNEY, LEGQ SLATIVE LI AISON, ALASKA HOUSI NG FI NANCE
CORPORATI ON (AHFC), DEPARTMENT OF REVENUE spoke to the
proposal to use the remaining funds for tobacco cessation
progranms. He explained that North Tobacco Securitization
Corporation is a subsidiary of AHFC. The nmain question to
evaluate is whether or not the bonds are taxable or tax
exenpt. Projects included in the |egislation are tax-exenpt.
He thought that the cessation prograns would be at a taxable
rate, which would | ower the yield.

Co-Chair Ml der observed that the proposed commttee

substitute proposes $127 mllion dollars and questioned if
the nunber was realistic based on a 40 percent revenue sale.
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M. Bitney clarified that the debt schedule runs to 2041,
which is longer than one used for the $93 mllion dollars
appropriated in FYOl. He thought that the nunber was doabl e.
The schedule matches the legislation, which was $250
t housand dollars nore than the Governor’s. He acknow edged
that the coverage ratio is considered thin.

HB 234 was heard and HELD in Committee for further
consi derati on.

#hb244

HOUSE Bl LL NO. 244

"An Act relating to a grant of state |land to the Denal
Borough for a railroad and utility corridor and a
rail road developnent project; repealing provisions
relating to a grant of a right-of-way of land for a
railroad and utility corridor to the Alaska |ndustri al
Devel opnent and Export Authority; and providing for an
effective date."

Co-Chair WIlIlians provided nenbers with a proposed commttee
substitute, work draft 22-LS0850\) Cook, 4/23/01 (copy on
file).

REPRESENTATI VE JEANETTE JAMES, SPONSOR testified in support
of the legislation. She observed that the |egislation would
inplement a northern [rail] access into Denali Nationa
Park. It would go approxinmately 40 mles from Healy to the
edge of the park. The access would be through state |ands.
The proposal has been around for approximately nine years.
Legislation was passed in 1998 to allow Al aska |ndustri al
Devel opnent and Export Authority (AIDEA) to bond for the
project. The bonding did not occur. The 1998 | egislation
woul d have transferred 40,000 acres within a 90,000-acre
corridor to the Denali Borough to be used in the |ands
selection. The lands remaining after selection would have
been returned to the state. The land transfer did not occur.
She concluded that it makes nore sense to determine the
| ocation of the right-of-way prior to the land transfer and
to assure that there are no existing interests in the
corridor. Under the proposed commttee substitute a survey
woul d occur prior to the land transfer. After the route is
determ ned approxi mately 3,500 acres would be transferred to
the Denali Borough and would becone part of their borough
entitlenment from the state. She acknow edged objections to
the legislation. She noted that there are concerns that
additional access is not needed or that a southern route
coul d be used.

TAPE HFC 01 - 96, Side A
In response to a question by Representative Davies,

Representative Janes clarified that the lands would be
di sposed under the sane proposal as entitlenents. She
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poi nted out that an environnmental inpact statenment would be
needed before a railroad could be built. Land would be
di sposed as part of the Denali Borough's state entitlenent.
The borough has 45,000 acres in entitlenents, of which
approxi mately 20,000 have been received.

MARY KAYE HESSI ON, DEPARTMENT OF NATURAL RESOURCES
ANCHORAGE, testified via teleconference. She noted that the
bill requires the Departnent of Natural Resources to
transfer up to 3,500 acres of state land to the Denali
Borough for a future railroad towards Kantishna. In order to
reach Kantishna, the railroad will need to continue west
across National Park |ands. The Borough and the private
Kanti shna Holdings Inc. would work to identify and survey a
railroad route across this |and.

The proposed conmmttee substitute takes care of nmany of
departnent's concerns regarding the original bill, and is a
nore efficient approach than the original bill. In
particul ar, the departnent supports inclusion of the |land as
part of the Borough's existing nunicipal |and entitlenent.

Ms. Hession observed that Departnent of Natural Resources
believes that nore effort is needed to determne the best
access route into the North Side of Denali National Park,
and a railroad in this corridor may or may not be the best
approach. The Departnent of Natural Resources is aware of
two other planning efforts that should be coordinated with
the railroad project. The Departnent of Transportation and
Public Facilities is slated to receive $1.5 mllion in
federal funding for an Environnmental Assessnent of the North
Side access. This effort is the subject of an appropriation
for the state matching funds, which is contained in Senate
Bill 3. The National Park Service has also invited the state
to participate in a study of North side access issues and
alternatives. The proposed railroad route would cross
National Park Service land and cannot be built wthout
Nat i onal Park Service concurrence. The Departnent of Natural
Resources believes that it is essential to wrk wth the
Nati onal Park service to achieve an agreed upon access plan
for Denali National Park. She enphasized that no unilatera

state or borough effort can achieve access into the park

unl ess the National Park Service is a participant in the
process.

Ms. Hession noted that the departnent's second concern

regards what rights the bill grants to Kantishna Hol dings,
Inc. Once the corridor is identified, the inplication is
that Kantishna Holdings, Inc., would have the exclusive

right to build a railroad in the corridor. The departnent
believes that the | and should be conveyed to the Borough so
that other uses or devel opers could nmake use of the |and as
well, not only for the purpose of enabling Kantishna
Hol dings, Inc. to develop a railroad and related facilities,
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as stated in Section 1(a).

Ms. Hession discussed the Departnent of Natural Resources'
fiscal note. The departnent would need to provide |and
status information, identify wvalid existing rights, and
participate in the corridor selection process. Cost s
associated with the actual land transfer were included for
FY 2006.

Representative John Davies questioned if the conveyance
woul d involve a best interest finding. Ms. Hession explai ned
that the conveyance for land entitlenments is basically the
sane as the normal state |and disposal process. A draft
deci sion would receive public review and comment before a
final decision is nade. The nost significant difference
woul d be in regards to the transfer of the deed, which would
not occur before changes to the Tanana Basin Area Plan were
made. The public comrent process is nearly identical.

Representative Croft referred to subsection (d) on page 2,
line 14. He noted that other provisions of AS 29.65 do not
apply. He questioned what public process would apply. M.
Hession responded that the public process is primrily
contained AS 38. Under subsection (d) the Departnent of
Nat ural Resources woul d not have to check the classification
of the land for the grant program She did not know what
other provisions of Title 29 wuld be exenpted by the
| anguage. There are no exenptions on Title 38, which governs
public notice and comrent.

Representative Croft noted that the |egislation provides the
grant for the purpose of supporting econon c devel opnent by
Kanti shna Hol dings, Inc. He asked what would occur if the
| egi sl ati on were passed and the Denali Borough deci ded that
they wanted to deal wth another entity. M. Hession
acknowl edged that the departnment is concerned that the
Bor oughs' hands mght be tied and its ability to deal with a
conpetitor or use the land for other purposes would be
limted. The departnent's hope was that the Borough
governnment would have as nmuch freedom as possible to use
their nunicipal land entitlenent.

Representative Janmes noted that the Kantishna Hol di ngs, Inc.
is a private rural corporation that was devel oped
specifically for the project. They would provide the noney
and own and operate the project.

DAVI D BRAUN, HEALY, testified via teleconference in
opposition to HB 244. He maintained that the Borough is
trying to pull a “fast one.” He maintained that the bill has
very little to do with a railroad. It is only a vehicle for
the Denali Borough to bypass state governnent, and acquire
real estate that has previously been denied them "This
railroad wll Jlikely not get built for economc and
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political reasons, but the Borough Assenbly will still get
land in the wolf townships that they have coveted for many
years."

M. Braun questioned why the Jland is being handled
differently fromother entitlenents. He pointed out that the
first draft of HB 244 was not available until the Borough
Assenbly neeting of April 7, 2001. He nmaintained that the
bill has noved at an accel erating pace. He asserted that the
spirit of the 24-hour rule has been violated. He disagreed
wWth statenents that only those who live in the area are
opposed to the plan. "The State of Alaska itself has kept
devel opnent out of these townships for decades. There have
been no public hearings on the nmatter; Representative Janes
has said that she will neet with the public in the sumer to
reassure us - after it is all done. | would ask you to
remenber your own response when the Federal Governnent
inposes its will on the State of Al aska."

M. Braun argued that it is not clear that devel oping the
wolf townships is in the best economc interests of the
state. He stated that nany residents and tourists have no
interest in the national park experience and felt that many
nore people visit the Wl f Townshi ps than are turned away by
t he parks bus system

Co-Chair WIllians stated that he did not think that the
| egi sl ation would pass during the first session of the 22nd
Legi sl ature.

Representative Croft summari zed that the Borough has request
the land in the past and that requirenents on |[|and
entitlenments have prevented them from getting it. He asked
what were the Borough's prior attenpts to get the |and and
what prevented them from receiving the land. M. Healy
recal l ed statenents at Borough neetings that the borough had
been bl ocked from applying for selection of the |ands.

Representative Croft summarized that the Denali Borough had
asked for the land as an entitlenent in the past and that
sonme section of the law regarding entitlenents prohibited
themfromgetting it. M. Braun stated that it was suggested
that the land was off limts to the Borough selection
process. Representative Janmes acknow edged that politics
wer e invol ved.

LI NDA PAGANELLI, HEALY, testified via teleconference in
opposition to the legislation. She stated that she supported
efforts to address solutions to park access, she does not
support the North Access contained in HB 244. She stressed
that the North Access proposal speculates that the route

will continue through the National Park to Kantishna and
that the demand will exist for year around operation, that
350-900 permanent jobs will be created and that the present
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40 mle rail route, which would provide mninmm opportunity
for mountain or wildlife view will provide visitors with a
satisfactory experience. She maintained that a denonstrated
need for the north access should be clearly defined and a
route that best serves the state's interest should be
identified. The Departnent of Natural Resources, National
Park Service and the United States Congress recognize that
the area in question serves as an inportant habitat for
wldlife. She asserted that the lands should remain in
public ownership and not be transferred to the Borough for
purposes of econom c devel opnent. Changes to the Tanana
Basin Area Plan should follow procedures as outlined in
statute. She expressed concern that the legislation grants
sole rights for project developnent to one conpany. She
questioned where the state of Alaska's interest is in
bestowing this "sweetheart deal”™ and a legislatively
mandated seat at the planning table to Kantishna Hol di ngs,
Inc. There are safeguards in the Alaska State Constitution
to protect citizens from individuals that may be serving
their owmn self-interest by providing a | egislative guarantee
to a specified contractor. The Denali Borough governnent has
no planni ng experience. Local government officials would be
relying on a private consulting firm and developer wth
their own undiscl osed agendas. She questioned if Kantishna
Hol dings, Inc. would be able to make good on their claim
that zero public funds woul d be needed. She asked what woul d
occur if the conpany abandons the project. She reconmended
that the legislation contain a sunset date as discussed in
the House Transportation Committee hearing on April 17,
2001, which would allow the land to revert back to the state
if no devel opnent occurs by a specific date.

I n response to a question by Vi ce-Chair Bunde,
Representative Janmes noted that the Borough has a bed tax
and a severance tax on the Usibelli Coal M ne.

NANCY BALE, ANCHORAGE, testified via teleconference in
opposition to the legislation. She pointed out that the
| egislation does not provide a safeguard against the
buil ding of roads as a consequence of railroad construction
and subsequent devel opnent. The land grant of 3,500 acres
would be in violation of the Tanana Basin Area Plan
recommendation is acconpanied by no covenants prohibiting
the building of roads associated wth econom c devel opnent.
There is no guarantee of a best interest finding. She
mai nt ai ned that devel opnent would be inevitable once the
corridor is open.

Ms. Bale referred to the North Access Feasibility Study of
1997. The cost of building a railroad according to the
docunent is staggering. She maintained that a nore cost
effective hotel/devel opnent schene al ong the Parks Hi ghway
woul d involve |ess potential resource danage, nore contro

and | ess expenditure of state funds. She urged |egislators
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to evaluate the Parks H ghway corridor first. The State of
Alaska is at this time enbarking on a study of this
corridor. "Let us step back and have a | ook at what already
needs fixing and conprehensive planning, wth public
i nvol venent, before we fund a private contractor with a
gi veaway of sensitive |lands."

In response to a question by Vice-Chair Bunde, M. Bale
explained that the land in question is a feedlot for the
park caribou and their predators. There are no controls on
the | egislation.

JOE FIELDS, PRESIDENT, KANTISHNA HOLDI NGS | NC., ANCHORAGE
testified in support. He stated that it is still their
intent not to use public noney on the construction site

Governnent has proposed bringing noney to the project. He
stressed that they are trying to create a public/private
relationship and provide environnental access to the
comunity. The public process would be fully utilized. The
proposal would generate new economc devel opnent. He
stressed that the intent is to create new economc
devel opment in a region that was bypassed by the pipeline
and m ssil e defense proposals.

In response to a question by Vice-Chair Bunde, M. Fields
noted that the Denali Borough Assenbly expressed support
through a resolution passed in 1993. On April 18 [2001] the
Assenbly expressed unani nous support for the proposal. He
added that the current road is a corridor between two
W | derness areas of the Park. The park road serves
approximately 4,000 of 6.4 mllion acres. The south side
devel opnent proposal would not provide any access into the
Par k.

Representative Janmes pointed out that there was a $1.32
mllion dollar federal appropriation available for an EI S
study. The Senate has included funding in the operating
budget to provide the state natch.

Representative Foster MOWED to ADOPT proposed committee
substitute, work draft 22-LS0850\) Cook, 4/23/01. There
bei ng NO OBJECTIQN, it was so ordered.

Represent ati ve Hudson MOVED to ADOPT Anendnent 1 provided by
Representative Janes (copy on file.) Anendnent 1 would
Elimnate "By Septenber 1 2002" on page 1, line 14; insert
"except where needed for construction or for environnental
consi derati ons or for required ancillary facility
devel opnent” on page 2, line 2 and replace " Septenber 1
2002" with "upon the subm ssion of the survey" There being
NO OBJECTION, it was so ordered.

Representative Croft expressed concern with the |[|anguage
“pur pose of supporting econom c devel opnent in the borough
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by enabling Kantishna Holdings, Inc. and its successors and
assigns in interest.” He felt that the |anguage woul d all ow
litigation based on a challenge to the purpose and woul d
provide difficulties if a further partnership were engaged.

Representative Janes understood Representative Croft's
concerns but did not share them

Representative Croft spoke in support of the deletion. He
stressed that it would provide a broader authority and nmake
it less susceptible to challenge. Representative Croft MOVED
to Adopt Amendnent 2: delete “for the purpose of supporting
econom ¢ devel opnent in the borough by enabling Kantishna
Hol dings, Inc. and its successors and assigns in interest”
on page 1, lines 9 - 11.

Representative John Davies questioned why would state |and
be provided for the purpose of design. Representative
Wi taker noted that there are significant costs associ ated
with the design aspect of the project and suggested that the
| and shoul d be avail abl e as assurance.

Representati ve Foster OBJECTED to Amendnent 2.

Representative Janes did not think that the anmendnent woul d
kill the bill, but stated that she would prefer to | eave the
| anguage in the |egislation.

Representative Croft W THDREW Anmendnent 2.
TAPE HFC 01 - 96, Side B

Representative Foster MOVED to report CS out of Conmttee
wi th the acconpanying fiscal note. There being NO OBJECTI ON,
it was so ordered.

CSHB 244 (FIN) was REPORTED out of Conmittee with a "do
pass" recomendation and with a previously published fiscal
i npact (#1) note by the Departnent of Natural Resources.

#

ADJ QURNVENT

The neeting was adjourned at 4:45 p. m
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