M NUTES
SENATE FI NANCE COW TTEE
March 22, 2001
9:11 AM

TAPES

SFC-01 # 50, Side A
SFC 01 # 50, Side B
SFC 01 # 51, Side A

CALL TO ORDER

Co-Chair Pete Kelly convened the neeting at approxinmately 9:11 AM
PRESENT

Senat or Dave Donl ey, Co-Chair
Senat or Pete Kelly, Co-Chair
Senator Loren Leman

Senat or Lyda G een

Senator Gary W/ ken

Senat or Lyman Hof f man

Senat or Donal d 4 son

Al so Attending: Senator CGene Therriault, sponsor of SB 4, Al aska
State Legislature; Senator Johnny Ellis, sponsor of SB 6, Al aska
State Legi sl ature;

Attendi ng via Tel econference: Dennis MM Ilen, United Way;

SUMVARY | NFORMVATI ON

SB 4 - MJUNI Cl PAL PROPERTY TAX EXEMPTI ON

After brief debate the bill was held in Comm ttee.
SB 6 - MOBI LE HOVE PARK EVI CTI ON NOTI CE

The bill was amended and reported from Conmittee.

SB 48 - MJNI Cl PALI Tl ES: | NCORP/ PROPERTY VALUATI ON

The Conmittee heard a presentation by Senator Wl ken and after sone
debate the bill was held in Commttee.
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SB 103 - ELECTI ON CAMPAI GNS AND LEQ SLATI VE ETHI CS

The bill was anended and held in Conmttee.

#sb4

SENATE BI LL NO. 4

"An Act relating to a mandatory exenption from nunicipal property
taxes for certain residences and to an optional exenption from
muni ci pal taxes for residential property; and providing for an
effective date."

Senator Therriault indicated that as they discussed before, SB 4
was an attenpt to satisfy the desire of the state to provide sone
property tax relief to property owners. The bill proposed that
they expand the current statutory allowance to make a portion of
personal residential property exenpt fromtaxation. He pointed out
that the current statutory | anguage allowed the | ocal governnent to
do that up to $10,000 and they asked to expand that to $50, 000, but
due to concerns expressed by Senator Torgerson they backed it down
to $40, 000. He added that they held the service areas in
muni cipalities out of the cal cul ati on, because they would be the
one entity at the local level that had no other way to make up
potential |ost revenue. He noted that in the Fairbanks North Star
Borough the mayor had fornmed a revenue tax force to |ook at
alternative ways of raising revenue other than using the mll rate.
He did not believe that there would be any interest in giving a tax
break on the residential property and increasing the overall mll
rate for everyone else. He indicated that they woul d be | ooki ng at
a mx of sales tax or wusers fees or reductions in governnent
spending. He indicated that when they left off last time Senator
Donl ey expressed concern with regards to the fiscal note. He
believed that they had addressed those concerns to a |arge part
with the coonmttee substitute (CS). He said that Senator G een had
a question with regards to the potential inpact on the foundation
formula and they received a clarification that the foundation
formul a equivalent is conputed on the true and full value of the
governnment; therefore, there would be no inpact from SB 4 on the
foundation and the way the mll rate was cal cul at ed.

Co-Chair Kelly indicated that there was a proposed CS, Version P,
whi ch had not been adopted as a work draft.

Senator WI| ken nmade a notion to adopt the proposed CS, Version P,
as a work draft.

Co-Chair Kelly asked if there was any objection.
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Co-Chair Donley objected. He supported the Comunity and Regi onal
Affairs (CRA) CS for the sane reasons that the CRA Committee
adopted it. He noted that the CRA CS does not include the change
to existing law regarding residential exenption and he believed
that it was a separate issue. He said that there was significant
taxation in sone of the comrunities, especially the North Sl ope
Bor ough and the new CS, Version P, would just be “throw ng gasoline
on an already burning fire”.

Co-Chair Kelly referred to Senator Donley’s anmendnent, which would
essentially take care of his concerns. He pointed out that Senator
Leman brought up a possible conprom se, before the neeting, between
Senat or Donl ey’ s anmendnent and the new CS, Version P. He said that
he would like to adopt the CS, Version P, and then adopt the
anendnent or possibly take up Senator Leman’s recomrendati on.

Co-Chair Donley indicated that he was not famliar with Senator
Leman’ s recommendati on.

Senator Leman called his recommendation the “anti-back sliding
anmendnent,” intended to keep the limts that were currently in
place in those nunicipalities as the cap. He explained that it
woul d keep themat their current maxi mum and the change in the | aw
woul d not increase the taxes on oil and gas property; therefore,
provi ding partial exenption.

Senator Therriault indicated that it would be sonewhat hel pful. He
pointed out that they did have sone service areas that were
currently over the 18 mlls. He noted that the Gty of North Pole
has two refineries within its’ boundaries very close to the 18
mlls. He clarified that if it were up to Senator Leman, everyone
woul d be frozen at his or her current mll rate. He said that it
woul d not be his personal preference.

Co-Chair Donley wondered if Senator Leman had that | anguage
drafted.

Senator Lenman indicated that he offered that |anguage as a
conceptual anendnent.

AT EASE 9:20 AM 9:27 AM
Co- Chair Kelly announced that SB 4 would be HELD in Committee.

Senator Hoffrman believed that it was a conplicated issue and
expressed appreciation for the extra tinme to | ook over the bill
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[ Heard and Hel d]

#sb6

CS FOR SENATE BILL NO. 6(L&Q0)

"An Act relating to required notice of eviction to nobile honme park
dwel l ers and tenants before redevel opnment of the park."

DENNIS MCMLLEN, United Way, testified via teleconference,
i ndi cated that about a year ago they becane aware that there were
devel opers asking for re-zoning on property that was currently
occupi ed by manufactured honmes. He noted that while many people
living in those nei ghborhoods had the capacity to nove, the United
Way was concerned that sone of themwere margi nal and m ght not be
able to nove their nobile homes. The intent was that if nothing
was done they m ght be creating a new class of honeless famlies in
their communities and indeed when they did the research that is
what they found. He pointed out that they pulled all the groups
wor ki ng wi th housing, many non-profit organizations, nmunicipalities
of the state and nost inportantly residents of the communities to
di scuss the issue. He added that they also pulled in devel opers
and | ooked at what was going on and the possible inpact and what
ot her state’ s have done. He explained that what they found was
that current |aws were not adequate to protect these people and
t hey put together what was called “the nmanufactured hone report.”
He noted that listed in the report were nmany different options for
the nmunicipalities of the state to |l ook at, which would help build
a structure to keep people from being so nuch at risk. He
expl ained that the key was to give people a | onger period from when
they understood that their property was going to be redevel oped.
He concl uded that he was very pleased to see that it was going to
be | ooked at by a task force and the | egislature.

ANGELA LI STEN, Director, Departnent of Justice, Archdi ocese of
Anchorage, testified via tel econference, indicated that she worked
on the task force. She said that they thought that a one-year
noti ce was reasonable, on the other hand, tine was of the essence
for the developer and they only needed six nonths on this
| egi sl ation. She expressed their support for SB 6 and said that
they believed it was a bal ance between the right of the | andowner
and the right of the tenant.

STEPHANI E WHEELER, Program Director, Catholic Social Services,
testified via tel econference from Anchorage, echoed the concerns of
M. MMIlen and Ms. Listen and reported that Catholic Social
Services were currently working with sonme residents who had been
recently inpacted by the rezoning and they were assisting with the
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re-location plan. She noted that SB 6 addressed their two mgjor
concerns, which were adequate notice and financial conpensation.
She urged the Conmttee to support SB 6.

MACKENNA JOHNS, Director, AVHRAC (tenant advocacy group) testified
via tel econference from Anchorage, indicated that they support the
bill and urged the Committee to pass SB 6.

Amendnent #1:
Page 4, line 2: followng “provided in a valid | ease.”
| NSERT:

If the change in |land use requires relocating 10 or nore nobile
hones, the nobile hone park owner or operator nmay contribute to a
pool ed rel ocati on fund $5,000 for each nobil e hone bei ng rel ocat ed,
and the relocation fund shall pay the actual disconnection,
rel ocation, and reestablishnent costs of each nobil e hone; however,
the relocation fund nmay not be required to pay nore than the total
received fromthe owner or operator.

Senat or Leman noved to adopt the anendnent.

Co-Chair Kelly asked if there were any objections, there being none
Amendnent #1 was adopt ed.

Senat or Green wondered if any of the devel opers had testified.

Senator Ellis indicated that one of the devel opers m ght be on-line
to testify, but did send in a letter of support.

Senat or Green wondered since this was an additional obligation to
t he devel oper whether they would cross over into the issue of
“taking.”

Senator Geen clarified that she was tal king about signing an
obligation to a landowner in order to use their land and she
wondered if they have then inposed the equivalent of a reduction in
value to that person, because of what they have to go through to
vacate the property or change the use of the property. She
inquired as to whether that would be seen as a “taking” that the
state is inposing on the | andowner.

Senator Ellis did not believe that it would be inposing sone

unjustified “taking.” He noted that there was no effective date on
the bill.
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Co-Chair Kelly indicated that a “taking” would be an extrene
expl anation and said that it is nore of a procedural matter and did
not see that it would drop the value of the property.

Ms. Listen commented that she found, originally, a simlar statute
in Oregon and at that time it had not been chall enged.

Senator Green indicated that she was not sure in Alaska if “taking”
woul d be chal | enged, since they do not have a “taking” provision,
but clarified that what she was saying was if a |andowner has
anot her bar that he has to neet in order to use his/her |and when
it has been legally rezoned than the state is inposing a penalty
until they can do what they want with their |and. She said that
she did not see it as sonething she could support. She believed
that if a person owned the | and and got the rezoni ng provision and
was able to nove forward with the change in purpose then they woul d
have that right.

Senator Ellis explained that the research shows that Arizona
Fl orida, Pennsylvania, California and Oregon all have, in their

| andl ord/tenant |aws, a notice and conpensation requirenent. He
noted that it was really not adequate conpensation, but it would
cover sonme people and it was a conpromse and an effort. He

believed that it was a neasured and bal anced approach.

Senat or Green conmmented that she would be really reluctant to use
Oregon as an exanple of |and use.

Senator Hof frman indicated that he is a nobile hone park owner. He
asserted that if the nobile home owner had been using that |and for
i nconre and then wanted to change that incone source there would be
sonme obligation to those people who have provided him with his
|l ivelihood. He expressed support for SB 6.

Senator Green wondered if there was any other provision in state
law that would present a penalty or buy out to whoever was
currently renting or using that inconme producing property.

Co-Chair Kelly explained that anytinme the terns of a |ease are
interrupted there is not a penalty, but there would certainly be
conpensation to the | easeholder. He believed that SB 6 was sort of
an extrapol ati on on that concept.

AT EASE 9:44 AM 9:45 AM
Senator Lenman noved to report CS SB 6 (L&), 22-LS0216\P, as

anmended from Conmttee wth individual recomendations and
acconpanyi ng fiscal note.
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Co-Chair Kelly asked if there were any objections, there being none
CS SB 6 (L&) was reported from Conm ttee.

#sb48

CS FOR SENATE BILL NO. 48( CRA)

"An Act relating to the determnation of full and true val ue of
t axabl e muni ci pal property for purposes of cal culating funding for
education and certain other prograns, to incorporation of third
class boroughs, to incorporation of certain boroughs in the
unor gani zed borough and annexation of portions of the unorganized
borough to boroughs and wunified nunicipalities, and to the
formati on of separate unorgani zed boroughs; and providing for an
effective date."

Senator W 1 ken, Sponsor, referred to sone handouts that were
presented to the Coomttee. He spoke to the handouts entitled “The
Need to Reform State Laws Concerning Borough Incorporation and
Annexation” by the State of Al aska Local Boundary Comm ssion (LBQO
and “Background on Boroughs in Alaska” by the Departnent of
Community and Econom c Devel opnent and the “Equity in Education
Funding Act.” He summarized that SB 48 sinply asked the question
“can you help.” He pointed out that 92 percent of Al askans pay for
education and 8 percent do not pay anything for education. He
noted that those 8 percent command 21 percent of the education
budget. He explained that SB 48 sinply | ooked in an organi zed and
prof essi onal manner at those places that do not and asked “can you
hel p?” He indicated that 84 percent of Al aska is in boroughs that
they did not vote for, 4 percent of Alaska is in boroughs that were
voted for and the rest is in unorgani zed Al aska.

Senator Wl ken further reported that Alaska is the only state in
the union that has unorgani zed areas. The Constitution of the
State of Al aska envisioned, back in the early 1960s, how Al aska
shoul d be organized as it matured and devel oped over tine. He said
that SB 48 woul d | eave existing |aw in place, but provided anot her
met hod for organizing Al aska. Under the current system the
petition is filed and it goes through public hearings and the Local
Boundary Comm ssion goes over the areas affected and receives al

sorts of input and develops what anounts to a structure for
organi zation. Next, it would be voted on and brought before the
| egi sl ature, which would have to take action within a certain
tinmeframe to deny the vote. He pointed out that SB 48 suggested a
different way. He explained that the process does not start at the
| ocal level, but rather at the departnental |evel and they nom nate
each year areas of the unincorporated Al aska that they feel may
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have the capacity to organi ze and support governnent. The Loca
Boundary Conmi ssion has the charge to go to those areas and
val i date that nom nation and the Local Boundary Conm ssion would
make a decision and conme before the |egislature. He sunmari zed
that in sinple terns there would be two changes: one, the process
starts at the departnmental |evel; and two, the provision for a
public vote is not in SB 48. He noted that existing law still
woul d stay in place for those that want to voluntarily organize.

Senator Wl ken referred the book entitled “The Need to Reform State
Laws Concerni ng Borough | ncorporation and Annexation” and i ndi cated
that it was a book that they have cone out with every year by |aw.
He pointed out that it was the basis for SB 48. He said that SB 48
was supported by a 5-0 vote on Cctober 31, 2000. He detailed that
of the unorganized area anobunts to 375 square mles, 11 census
areas, 37 of the school districts, 19 regional education attendance
areas, 96 of Alaska's 145 cities and 66 percent of all city
government. He pointed out that there are 11 standards that need
to be net. He pulled out one in particular; “each area (organi zed
or unorgani zed) should have a population and area with common

interest.” He indicated that the LBC woul d have to check off each
standard in order for themto cone up with a plan to bring to the
| egi sl ature. He said that it was the blue print for this

| egi sl ati on.

Senator W1 ken continued, “Founders intended that regi ons would be
classified as organi zed boroughs or unorgani zed boroughs dependi ng
on their readiness and capability for governnent.” He explained
that what SB 48 did was take the 375 thousand square mles of
unorgani zed area and section it up and asked, “what areas can
hel p?” He said that the Mandatory Borough Act of 1963 stated, “No
area incorporated as an organi zed borough shall be deprived of
state services, revenues, or assistance or be otherw se penalized
of incorporation.” He suggested that organized Al aska is being
penal i zed by unorgani zed Al aska w thout unorganized Al aska even
asking, “can you help?” First, in his mnd what drives the whol e
issue [referring to a chart] is that general fund contributions
bet ween the years of FY97 and FYO02 that support operation of the
school districts was an average of $124 mllion out of roughly a
$700 million budget. He said that the |egislature needed to ask
the question “is it valid and can those that don’t pay today help
pay?” He pointed out that $124 nmillion was going to unorgani zed
Al aska wi thout any validation of that contribution.

Senator W1 ken explained that on the capital budget side between
the years FY92 through FYOl they have spent $197 mllion on capital
spending in Rural Education Attendance Areas (REAAs). He pointed
out that there is $20 mllion a year going out for capital spending
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w t hout any local contribution. The problemthat creates is all
the people in organi zed Al aska have worki ng people having to pay
four mlls to get a nickel of state noney. For exanple, he pointed
out a list of capital inprovenent projects by the Departnent of
Education and Early Devel opnent where in one instance the Gty of
Kenai had a project with a total of $550,871 and the people of
Kenai were going to come up with $165, 261 and the state woul d conme
up with $385,610, because Kenai is a borough. |n another instance
there was an REAA project with a total of $981, 237 and the REAA
would come up with $19,625 and the state would conme up wth
$961, 612.

Senator Wl ken referred to a chart titled “1998 Per Capita Earnings
From Local Enploynment” and pointed out that there were only three
of the REAAs that had per capita earnings from | ocal enploynent
hi gher than those in ten organi zed boroughs. He said that at |east
it validated the question that there is econony out there. He
noted that they think of the anorphous area as destitute, but it is
not destitute. He referred to a newspaper that was sent to him
dated Novenber 16, Thursday, and there is a real estate
advertisement for honmes that are for sale all over close to
$200, 000, which tells him two things: one, there is value out
there; two, there are arns-length transactions going on. He noted
that when the hone is bought it establishes a value between the
buyer and the seller, which nmeans there is a way to quantify what
goes on in the unorgani zed area and establish value. He referred
to the next chart titled “REAA Wages and Average Enpl oynent
(FY1999) .

SFC 01 # 50, Side B 10:05 AM

Senator W1l ken further pointed out that in 1999 in the unorgani zed
areas 15,848 people nmade $388 million in earned wages and in 2000
16, 257 peopl e made $405 nmillion in earned wages. He said that to
himit begs the question that there is wealth out there and there
is an econony. He reiterated that SB 48 asked the question “can
you help?” and if they can help than they should help |ike the
people in organized Alaska. He believed that it would be a ten-
year project. He added that it was the job of the |egislature not
to focus their resources on the anorphous area known as the
unor gani zed borough, but rather on targeted areas.

ROBERT KOPCHAK, Director, Planning and Community Devel opnment for
the Gty of Cordova, read the follow ng testinony into the record:

The Gty of Cordova has been in favor of the formalization of
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a borough governnent for the Prince WIIliam Sound and Copper
Ri ver region for nmany years. In the past two decades, at
| east four borough studies for the area have been undert aken.
These are in addition to the work done by the Local Boundary
Comm ssion, and represent significant investnent by the
conmunity and the state. The Cordova Cty Council has adopted
a “Borough Priority”, and an additional “in house” borough
econonm cs study was conpleted about four nonths ago in a
continuing effort to nove this governance issue forward.

For our region the borough governnent concept seens to be
econom cally desirable, and politically difficult. There are
significant disincentives for the formation of a borough, and
few resources available to provide for the | evel of financia
anal yses and concept pronotion needed to gain broad regional
approval. In areas with diverse interests, concentrations of
popul ation, and rich/poor conmunities, current borough
formation law allows the “haves” to dictate the regional
politics related to borough formation at the expense of the
“have nots”. | would offer the follow ng exanple.

The nodel boroughs proposed by the LBC for Prince WIIiam
Sound (5) and the Copper R ver Basin (6) would be conbined to
refl ect a nore “ideal” approach to responsive and
representative regional gover nnment . Entire drainages
undi vided by multiple political/jurisdictional borders provide
for the maxi num | ocal participation in decisions that would
affect residents of the region. This borough woul d enconpass
the entire drainage system reflect the interconnected
dependence on regional resources, and the shared risks from
pol lution and catastrophic oil spills that danage subsi stence
| i festyl es, econom es and ecol ogi es Coastal Zone Managenent,
Platting, and other related land use issues wthin the
drai nage woul d be consolidated, and conmunities would share in
the risks and rewards related to resource devel opnent and | and
use. Drainage boundaries would allow “upriver” residents to
share in the value of fisheries resources exploited by coastal
comunities, resources that depend on the upriver areas for
their health and wvitality. Coastal communities, and
comunities renmoved from oil transportation corridors and
ports, would share in the wvalue of the business of
transporting oil. Sharing in this value during normal safe
operations would help offset the inpacts from inevitable
spills and catastrophic events.

Each community within this region shares a dependence on the

resources supported by the waters of Prince WIIiam Sound and
the Copper River/Bering River. Some communities are
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conpl etely dependent on the fisheries and subsistence gane
found within the region. Over 75 percent of Cordova’ s econony
is directly tied to the fisheries of PW5, the Copper R ver and
North Gulf of Al aska. In PW5, Chenega and Tatitlek are 95
percent dependent on true subsistence and commercial fishing.
Al t hough the shipment and |oading of oil is a huge part of
the regional econony, few of the benefits of the dollars
generated by this part of the regions econony are shared
outside Valdez and the support service comunities |ocated
adj acent to the pipeline. It is interesting to note that
“down streanf communities nost likely to be damaged by oil
spills enjoy virtually none of the econom c benefits from oi

transportation and shipnent. A break in the pipeline at a
river crossing has the potential of devastating salnon
production on the Copper River, inpacting subsistence and

commercial fishing communities, both upriver and coastal, for
generations. These communities receive no benefits fromthe

shi pment of oil across lands and waters put at risk. It is
unconsci onable that a comunity at slight financial risk to
oil spill danage has a reserve account in excess of

$70, 000, 000 fromregional oil transportation revenues, while
nei ghboring villages and conmmunities whose econonm es and
subsi stence lifestyles were damaged by and are still at risk
to spills struggle.

Most communities in this region do not contribute to the | ocal
cost of education, and facilities and progranms suffer from
limted budgets spent on duplicate adm nistration. It is
interesting to note that in a recent evaluation of school
students ability to take the standardi zed graduation tests, it
was in conmunities with the greatest tax base/student ratios
that students perforned best. Revenues produced from nodest
borough taxes would easily pay the cost of a consolidated

regi onal education programand still allow for |ocal education
control. In the region, the benefits of nobdest tax prograns
in an expanded regional base are significant. After paying

the costs of Borough governnent adm nistration, regional

education costs, and platting/coastal zone nanagenent,

sufficient revenues would remain to provide $100,000 in
revenue sharing to each conmunity, and a per capita share of

any revenue surplus. This would be after a $450, 000 deposit

to a Borough Reserve account. For the Prince WIIliam
Sound/ Copper River Region, a borough makes financial sense
froman educati on and a revenue sharing standpoint. Wy isn't

there a borough?

The ineffectiveness of the voluntary incorporation provisions
of the 1961 law is evident in the fact that only 4 percent of
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Al askans live in boroughs that were forned in a truly

vol untary nanner. That is contrasted to 82.6 percent of
Al askans who live in boroughs that were fornmed under the 1963
mandate drafted by Representative Rader. It nust also be

recogni zed that nost of the boroughs that fornmed voluntarily
had extraordinary resources that make boroughs particularly
attractive. The North Slope accounts for 25 percent of the
residents of Al aska that have forned vol untary boroughs, and
their tax base is an envi able $1, 550, 950 per capita.

If we ook at the “ability to pay” as it relates to existing
and proposed boroughs, we note that 10 of the 12 areas in the
“unor gani zed borough” have a |l arger per capita incone than the
Mat - Su, which was conpelled to form a borough through
| egi sl ative action. O the “Top Ten” areas on the state per
capita inconme list, it is notable that #6(the Cordoval/ Val dez
census area) is the only non-borough area.

The difficulty in using local initiative to form a borough
results from decades of increnentally expandi ng disincentives
to borough formation. An unfair burden is placed on
conmunities with the fewest assets. To even begin the borough
process they nust pursue conplicated, difficult and costly
processes. The resources sinply are not there.

Bor oughs enpower regional populations and enable them to
provide for their own interests. Wth a nodification in the
borough formati on process that renoves sone of the burdens to
formati on, additional boroughs will follow

KEVIN WARI NG Chairman, Local Boundary Conm ssion, read the
following testinony into the record:

Chai rman Donl ey, Chairman Kelly, and nmenbers of the Conmttee,
thank you for this opportunity to testify on behalf of the
Local Boundary Commi ssion on Senate Bill 48. One of the
duties of the Local Boundary Conm ssion under the Al aska
Constitution and under state law is the duty to review and
approve or disapprove all proposed city and borough
i ncor porations and boundary changes. The Conm ssion woul d pl ay
a central role in inplenentation of SB 48. M purpose today
is to explain how the Conm ssion views this bill, and its
responsibilities under the bill

First, sone history on the origin of SB 48. Over the past
year, the Conm ssion has worked to develop a new | egi sl ative
approach to borough incorporation in the unorgani zed borough.
W hel d several work sessions to study the issues and to work
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on draft |egislation. In Cctober, the Comm ssion voted
unani nously to approve a draft bill, and to nmake it avail abl e
for legislative consideration. Qur goal was to put forward
for legislative and public discussion a fresh approach to
i ncorporation of new borough governnments that was uniformy
fair, accountable, and within the framework of existing |aw.
The Comm ssion believes that the legislation that Senator
W1l ken and the co-sponsors have introduced as SB 48 neets
t hose goal s.

As background for the proposed | egislation, the Conm ssion al so
prepared and provided to conmittee nenbers:
. a position paper on “The Need to Reform State Laws
Concer ni ng Borough I ncorporation and Annexation”;
e a factual booklet that provides background on boroughs in
Al aska; and
e a four-page handout that summarizes key points about the
Commi ssion’s proposal and how it fits into existing |aw

SB 48 as anended has eight sections. My remarks focus on
Section 4, which authorizes a new nethod for borough
i ncorporations and annexations in unorgani zed areas. I will

tal k about the new met hod proposed for borough incorporations.
The nethod proposed for annexations of unorgani zed areas to
exi sting boroughs works simlarly.

Section 4 of SB 48 authorizes two new steps in the borough
I ncor porati on process:

 a new first step to initiate a borough incorporation
petition; and
* a new last step to approve a petition.

New First Step: Incorporation by Admi nistrative Petition

Under current law, a petition for borough incorporation can
only be initiated voluntarily by residents of a proposed
bor ough. Few have vol unteered. Only four percent of the
State’s residents live in boroughs that were created by | ocal
initiation. Another 83 percent live in boroughs established
by the 1963 Mandatory Borough Act, an extraordinary act of
| ocal governnent | egislation.

Section 4 of SB 48 adds a new option for incorporation by
adm nistrative petition. It directs the Departnent of
Community and Econom c Devel opnent to prepare annually a
prelimnary list, with supporting analysis, of unorganized
areas that reasonably appear to satisfy existing |egislative
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standards for borough incorporation. It further directs the
Local Boundary Conmm ssion to select fromthis |ist areas that
may warrant incorporation, and to instruct the Departnent of
Community and Economic Developnent to prepare and file a
petition for incorporation. The Comm ssion would then follow
t he process now established in |aw for public review and | ocal
public hearings on petitions.

New Final Step: Petition Approva

Section 4 also proposes a new final step to approve
i ncorporation petitions initiated under SB 48. This new step
is nodeled on the process for approval of city and borough
annexations established by Al aska s Constitution, which was
overwhel mngly ratified by the voters in 1956.

Briefly, Article X, section 12 of the Alaska Constitution
established a nmethod for approval of nunicipal boundary
changes w thout |ocal election. The first |egislature put
this process into |aw. Sone annexation proposals, whatever
their nmerits, are not well-received by affected residents.
Therefore, the Constitution and |egislature established a
met hod by which contested petitions that net standards set out
in law could be approved by the Local Boundary Commi ssion
without a local election, but were subject to legislative
vet 0. Legi sl ative review annexation has been successfully
used for over 100 city and borough boundary changes since
statehood. Mbdst significant annexations are approved by this
met hod.

Simlar to the existing nmethod for legislative review
annexation, Section 4(c) of SB 48 authorizes the Comm ssion to
approve incorporation petitions that neet the sane
i ncorporation standards that apply to all other boroughs
w thout a local election but subject to |egislative veto.

Apart fromthese two new steps for initiating and approving a
bor ough incorporation or annexation petition, the Conmmi ssion
woul d:
» standards for borough incorporation nowin |aw, and
 follow other procedural requirenents now in |aw,
including |local public hearings, witten decision by the
Comm ssi on explaining its decision, and opportunity for
adm ni strative and judicial appeal.

The proposed steps include significant checks and bal ances.
Before an incorporation could take place under this new
met hod:
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* the Departnent of Community and Econom c Devel opnent nust
find that a region likely satisfies incorporation
st andar ds;

e the Comm ssion nust find that the petition neets all
applicable standards and should be approved on its
nerits;

e the Commission’s decision is subject to admnistrative
and judicial review and

* the Commssion’s approval is subject to |egislative veto.

Concerns Raised in Public Testinony

Next, | want to address three specific concerns that have been
raised in public testinmony. A statenent of how t he Conm ssion
woul d inplement SB 48, if adopted, may help dispel them as
unf ounded.

First, there has been concern that the Conm ssion m ght
approve incorporation of areas that did not have the economc
resources to support borough governnent. Exi sting | aw-AS
29.05.031-already requires a Commssion finding that the
econony of any area proposed for incorporation has the human
and financial resources needed to support nunicipal services.
The Commission’s regul ations, at 3 AAC 110. 055, spell out in
detail the factors on which the Comm ssion nust nmake its
findi ngs. Gven the public concern on this topic, the
Comm ssion is working with DCED staff to devel op objective
econom ¢ benchmarks that a region should neet before it would
be nom nated for incorporation.

Second, there has been concern that the Conm ssion m ght not
hold adequate |local public hearings for incorporation
petitions filed under the bill. SB 48 specifically requires
the Comm ssion to hold at |east one local public hearing in
each affected region. In practice, the Conm ssion’s intent
would be to hold local public hearings at regional centers
and, at mninum in any community with 400 or nore residents
and in every honme rule and first class city in the affected
regi on.

Third, there has been concern that the Conm ssion m ght nove
quickly to approve nunerous borough incorporations. In
reality, given the resources and tine available to the
Commi ssion and its staff, the Conmm ssion could, at nost, take
up one or two petitions a year. |In our view, inplenentation
of this law would likely stretch out over many years.
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Est abl i shnent of borough governnents has been a matter of
conflict for as long as Al aska has been a state. Wth that
contentious history, it is easy to lose sight of the fact that
bor ough governnents have played an enornously positive role in

Al aska’s devel opnent. For nost of the state, boroughs have
been the nmeans to fund and deliver |ocal public services,
accountable to local residents. In local matters, |ocal

government usual ly governs best. Boroughs have al so been our
main tool to influence econom c devel opnent for conmunity
benefit. For exanple, it is hard to believe that urban and
rural communities and regions affected by oil pipeline
construction, oil and gas and m ni ng devel opnent, nmanagenent
of forestry and fishing resources, grow ng energy demands,
growh in tourism and rapid urbanization would have fared
better w thout borough governnent.

To summatters up, the Comm ssion does not view SB 48 as the
second conming of the 1963 Mandatory Borough Act, or any
simlar legislation. The Comm ssion is not on a mssion to
foster boroughs for the sake of boroughs. Unlike the 1963
Mandat ory Borough Act, SB 48 provides for a neasured, case-by-
case eval uation of each proposed incorporation. Each petition
wll be evaluated on its nerits. Proposals that do not neet
statutory standards wll not be approved. And, as under
current law, even if a petition neets standards, the
Commi ssion can reject the petition when there are sound
reasons to do so.

In closing, the Conm ssion believes the new incorporation
steps authorized by SB 48 neet its goal for an approach that:

e uniformy inplenments the standards for bor ough
incorporation in existing |law, but respects the diverse
circunstances in different rural regions;

 provides checks and bal ances; and
e is nodeled on existing law and m nimally changes | aw.

Senator W/l ken noted that on page 33 of the handout titled “The
Need to Reform State Laws Concerning Borough Incorporation and
Annexation” there were five nmenbers listed from across the state
and four judicial districts and pointed out that they were all
vol unt eers. He indicated that they presented to him five
anendnents and he said that he was okay with three of them He
supported their effort to nake SB 48 better and hoped to bring a CS
to the Comm ttee next tine.

Senat or Hof fman wondered if any of the nenbers of the Local
Boundary Commi ssion were Al aska Native.
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M. Waring answered not at this tine.

Senat or Hof fman stated that the question Senator WI ken asked was
“Can you hel p?” and the question he had was “Can it hurt”, because
he believed that SB 48 was divisive and would further divide urban
and rural Al aska. He said that when they | ook at the communities
in the unorgani zed borough 90 to 95 percent of those comrunities
are predom nately Al aska Native. He pointed out that they are
heavi | y dependent on the subsistence lifestyle. He explained that
j ust because they own | and does not nean that they can pay and if
there was a property tax placed on those people in rural Al aska,
what | and that they do have he believed would end up being lost in
forecl osure. They do not have the necessary incone to pay. He
asked the representative from the Local Boundary Comm ssion how
many muni cipalities in Al aska have opted to dissol ve and how many
in the past ten years have forned or noved on to first-class cities
in rural Al aska.

M. Waring responded that he believed that 3 or 4 nmunicipalities
have di ssol ved.

Senat or Hof fman wondered if that was in the last ten years.

M. Waring reiterated approximately 3 or 4. He said that there
have been a nunber of boroughs forned in the past ten or twelve
years.

Senator Hoffrman clarified his point and stated that the direction
of governnent in rural Alaska was noving away from organi zation
under state |law and noving forward and incorporating under federal
|law. He said that to add anot her |ayer of governnent to one that
does not work does not nmake sense to him He believed that even
though the thrust behind this was to pay for education this
| egi sl ati on goes far beyond that. He reiterated that this would
further divide urban and rural Al aska. He noted that federa
recei pts presently pay many of the services provided for rura
Al aska. He said that when they | ook at the health corporations a
substantial portion of those dollars cone fromfederal governnent
and a very small portion of those dollars are paid for by the
state. The corporations are forned to receive federal dollars in
t he unorgani zed boroughs. He said that if SB 48 passed possibly
one or two boroughs would be fornmed on an annual basis, but all too
of ten when sonmething is beneficial to urban Al aska and detri nental
to rural Alaska many financial dollars are spent there. For
exanple, in the fight for subsistence the Legislative Council spent
several thousand dollars when it was in the interest of urban
Al aska and not in the interest of rural Al aska. He concluded that
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the legislation clearly divided urban and rural Al aska. He added
that if they went out and asked whet her rural Al aska wanted to nove
toward nore federal intervention or nore state intervention, he
believed that they would want nore federal intervention and for
that reason he infornmed the Conmttee that he was opposed to SB 48.

Co-Chair Kelly explained that the intent of the bill, as he
understood it, was that if rural Al aska could pay than they should
pay sone part of it. He declared that frankly he was getting tired
of comments regardi ng divisiveness and the rural and urban split.
He pointed out that throughout his time in the | egislature he has
seen a lot of dollars going to rural Al aska and rural Al aska seens
to get what they ask for except for maybe on subsistence. He
suggested that Senator Hoffnman check the Bill of Rights on that
before he started tal king about the rural and urban split.

Senat or W1l ken associated hinself with Co-Chair Kelly's remarks.

Co-Chair Kelly appointed SB 48 to a subcommttee consisting of
Senat or Leman, Senator WI ken and Senat or Hof f man.

[ Heard and Hel d]

#sb103
CS FOR SENATE BI LL NO. 103(JUD)
"An Act relating to election canpaigns and | egislative ethics."

JEFF BALASH, staff to Senate State Affairs Conmittee, indicated
that he would wal k through the Judiciary Conmttee Substitute (CS)
He expl ained that Section 1 codified the current interpretation and
regulation of the Alaska Public Ofices Comm ssion (APQOC)
concerning different groups under the control of a single candidate
being treated as such towards the limt for contributions. Section
2 makes sonme clarifications as to the types of things that can be
paid for with surplus canpai gn funds.

Senator Green requested clarification with regards to Section 1.
M. Balash clarified that if a nunber of groups are under the

control of a single candidate than they are all bound by the
contribution [imts and they are treated as one group.

Senator Therriault further clarified, “Basically, for Gene
Therriault, | could have, the friends and neighbors for GCene
Therriault and | could also have the nonpartisans for GCene
Therriaul t. My canpaign effort could be split into different
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groups, but if | <control them than they all fall wunder the
contribution limt for Gene Therriault.”

M. Bal ash indicated that Section 2 made changes to the all owances
for the use of surplus canpaign funds. He explained that it allows
for thank you advertisenents and seasonal greeting cards and al so
renmoves the Public Ofice Expense Term (PCET) account reserve to
hel p el i mnate additional paperwork that successful candi dates have
to go through each year. He added that this would allow the entire
l unp sumto be transferred to the PCET account and woul d elimnate
the reserve mechani sm

Senator Therriault said that he believes the Al aska Public Ofices
Conmi ssi on (APQOC) supported the change. He indicated that APCC was
asked for the justification of the reserve account and they thought
that it came fromsone concern over federal taxation of the reserve
and that justification was not there anynore. He expressed that it
never made sense to himto have a separate checking account that he
wrote one check from each year just to transfer noney from the
reserve account to the PCET account. He referred to page 3, |ines
21 and 22, pointing out that the transfer is limted to $10,000 for
House seats and $20,000 for Senate seats. He noted that it use to
be $5,000 per year multiplied by the nunber of vyears; in the
current bill version it sinply states the entire anount.

M. Balash referred to Section 3 and indicated that it nmade changes
to the allowances for itens that would be retai ned by the candi date
in terms of personal property, for exanple, seasonal greeting
cards, photographs wused in the canpaign and canpaign signs.
Section 4 nade a change to the uses of state funds, which was
necessary to conform to a later section regarding legislator’s
ability to canpaign for or against constitutional amendnents.
Section 5 clarified the definition of contribution and al so al | owed
for a political party to send out two mass nmilings per election.
Section 6 covered the definition of expenditures.

AT EASE 10: 42 AM 10: 43 AM

M. Balash referred to Section 7, which nade conform ng anmendnents
to the ethics code to allow legislators to use their offices |onger
before and after session. Furthernore, it nade an all owance for
the use of resources by a legislator toward state or federal
anendnents to the constitution. Finally, Section 9 is a
transitional provision dealing with funds already in the PCET
reserve account, which needs to be transferred to the PCET account.
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Senator Therriault pointed out that there was quite a bit of
controversy originally with regards to legislators and their
enpl oyees interacting with initiatives. He believed that it was
appropriate that a proposed constitutional anendnent cone fromthe
| egislature, quite often an individual |egislator, and a | egislator
shoul d be able to act as advocate for that amendnent.

Anmendnent #1:

Page 6, line 5:

Delete “or”
Page 6, line 9, following “;":
I nsert “or

(v) any communication in the form of a
newsletter from a legislator to the legislator’s
constituents, except a communication expressly
advocating the election or defeat of a candidate;”

Page 8, line 13:
Delete “or”

Page 8, line 16, following “;":
I nsert “or
(KN a legislator from sending any
communi cation in the form of a newsletter to the
legislator’s constituents, except a communication
expressly advocating the election or defeat of a
candi date;”

Co- Chair Donl ey noved to adopt the anendnent.
There was no objection and Anendnent #1 was adopt ed.
Amendnent #2:
Page 6, line 4
del et e “phot ographs and bi ographi es of”
insert “information about”
Page 9, line 26
after “solicit”
insert “or receive”
Co- Chair Donl ey noved to adopt the anendnent.

Co-Chair Kelly asked if there was any objection.
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Senat or Leman objected and offered a friendly anendnment to the
amendnent to include photographs.

Co-Chair Donley clarified that the anmendnent to the anendnent woul d
i nsert, “photographs, biographies, and information about”.

There was no objection and the anendnent to the anendnent was
adopt ed.

Co-Chair Kelly indicated that Anendnent #2 was before the Commttee
and asked if there was any objection.

There was no objection and Anendnent #2 was adopt ed.
Amendnent #3:

Page 5, line 23-28, as follows:

Del et e:

(i) services provided wthout conpensation by individuals
volunteering a portion or all of their time on behalf of a
political party, candidate, or ballot proposition or question
[, BUT IT DOES | NCLUDE PROFESSI ONAL SERVI CES VOLUNTEERED BY
| NDI VI DUALS FOR VWHI CH THEY ORDI NARI LY WOULD BE PAID A FEE OR

WAGE] ;

| nsert:

(1) services provided w thout conpensation by individuals
volunteering a portion or all of their time on behalf of a
political party, candidate, or ballot proposition or question,
but it does include professional services, other than | egal or
accounti ng services, volunteered by individuals for which they
ordinarily would be paid a fee or wage;

New Text Underlined [ DELETED TEXT BRACKETED

Co- Chair Donl ey explained that Amendnent #3 would tighten up the
Judiciary version of the bill, Version W clarifying that the only
exception to professional services being offered or volunteered to
a canpaign would be for legal or accounting services. He nade a
notion to adopt the anmendnent.

Co-Chair Kelly indicated that the <change would be fairly
significant. He asked if there was any objection to the anmendnent.
There was no objection and Anendnent #3 was adopt ed.
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Anmendnent #4:

Page 9,

SFC-01

followi ng |ine 26:

Insert a new bill section to read:
8. AS 24.60.080(c) is anended to read:
(c) Notwithstanding (a) of this section, it is not
a violation of this section for a
| egi sl ator or |egislative enployee to accept

(1) hospitality, other than hospitality

described in (4) of this
subsecti on,

(A) with incidental transportation at
the residence of a person; however, a vacation hone
| ocated outside the state is not considered a residence
for the purposes of this subparagraph; or

(B) at a social event or neal;

(2) discounts that are avail able

(A) generally to the public or to a
| arge cl ass of persons to which the person bel ongs; or

(B) when on official state business, but
only if receipt of the discount benefits the state;

(3) food or foodstuffs indigenous to the
state that are shared generally as a cultural or soci al
nor n

(4) travel and hospitality primarily for the
pur pose of obtaining information on matters of
| egi sl ative concern;

(5) gifts fromthe imrediate famly of the
per son;

(6) gifts that are not connected with the
recipient’s |legislative status;

(7) a discount for all or part of a
| egi sl ative session, including tine imrediately
preceding or following the session, or other gift to
wel cone a legislator or |egislative enployee who is
enpl oyed on the personal staff of a |egislator or by a
standing or special commttee to the capital city or in
recognition of the beginning of a |legislative session
if the gift or discount is avail able generally to al
| egi sl ators and the personal staff of |egislators and
staff of standing and special conmttees; this
par agr aph does not apply to |egislative enpl oyees who
are enployed by the Legislative Affairs Agency, the
office of the chief clerk, the office of the senate
secretary, the legislative budget and audit committee,
or the office of the onmbudsman
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[ OR]

(8 a gift of legal services in a mtter of
| egi sl ative concern and a gift of other services rel ated
to the provision of legal services in a matter of
| egi sl ative concern; or

(9) a gift of transportation froma legislator to a
| egislator if transportation takes place in the state on
or in an aircraft, boat, notor vehicle, or other neans of
transport owned or under the control of the donor; this
par agr aph does not apply to travel described in (4) of
this subsection or travel for political canpaign
pur poses.”

Senator d son addressed Anendnent #4.

SFC 01 # 51, Side A 10:52 AM

Senator A son noted that in his district access to nost areas is
limted to air transportation and it is for this reason that he
asked that the Comm ttee adopt Anmendment #4. He noved for the
adoption of the anendnent.

Co-Chair Kelly asked if there was any objection. There was no
obj ection and Amendnent #4 was adopt ed.

Co- Chair Donley noved to report CS SB 103 (JUD), 22-LS0148/W as
anmended from Committee.

Co-Chair Kelly interjected that there were people to testify on the
bill that he had overl ooked.

BROOKE M LES, Director, Alaska Public Ofices Conm ssion (APQCC),
testified via tel econference, thanked the Commttee for taking up
Anmendnent #3, whi ch addressed vol unt eer professional services. She
referred to page 6, line 6 and explained that under the proposed
| anguage any person is prohibited from canpaign contributions,
ot her than | obbyists, to conduct a poll and give the results to a
canpai gn unless the poll was designed to primarily benefit the
candi date. She expressed concern with regards to that | anguage and
said that the Comm ssion saw this as admnistratively difficult.
She referred to page 5, line 6 and the Comm ssion identified this
as costly, because it recognized a major change in current policy
that woul d substantially restrict public noney either to support or
oppose ballot questions. She further explained that current |aw
required that public funds could only be used to support ball ot
guestions specifically appropriated to that purpose by state |aw
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and nuni ci pal ordi nance.

Senator Green requested clarification that if after two mailings
they are taken over the contribution limt, which would put themin
violation and they had no part of the decision making as to what
group advertisenments would contain their information.

Ms. MIles responded after two free nailings for each election if
the state party or state party sub-division does a state nmailing
then yes it would be considered a state contri bution.

SUSI E BARNETT commented that the Ethics Commttee has al ways
supported comruni cation wth constituents when the comrunication
relates to access to the elected official or reporting on
| egi slative matters. She believed that was the intent of Amrendnent
#1 was to preserve that inportant function. She pointed out that
there is a conflict in statute, AS 24.60.030 c.2 sets out certain
paranmeters on nmass nmailings using funds other than office
al l omance. Secondly, the anmendnment actually broadens the current
interpretation and practice of nost legislators to allow activities
beyond those of legislative natters. She recommended that they
consi der different |anguage.

Co-Chair Kelly asked Ms. Barnett to fax those recommendations to
Senator Therriault’s office.

Co-Chair Donley indicated that he had spoke with the drafters that
norni ng and since the prohibition that Ms. Barnett spoke of was a
specific prohibition the bill would not negate that.

Ms. Barnett referred to Amendnent #4 offered by Senator O son and
said that the amendnent appeared to tilt the playing field in favor
of those able to provide those types of gifts. She recomrended
that they consider requiring public disclosure of acceptance of
gifts of that type.

Co-Chair Kelly reported that the bill would be HELD in Commttee.

[ Heard and Hel d]
#

ADJ CQURNIVENT

Co-Chair Pete Kelly adjourned the neeting at 11: 04 AM
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