M NUTES
SENATE FI NANCE COW TTEE
March 27, 2001
6: 05 PM

TAPES

SFC-01 # 54, Side A
SFC 01 # 54, Side B

CALL TO ORDER

Co-Chair Pete Kelly convened the neeting at approxi mately 6:05 PM
PRESENT

Senat or Dave Donl ey, Co-Chair
Senator Pete Kelly, Co-Chair
Senat or Lyda G een

Senator Gary W/ ken

Senat or Al an Aust er man

Senat or Lyman Hof f man
Senat or Donal d O son

Al so Attending: SENATOR JOHN TORGERSON; SENATOR GENE THERRI AULT;
PAT CARTER, Staff to Senator Drue Pearce; HUGH BROMN, Al aska
Conservation Voters; SUSAN SCHRADER, Al aska Conservation Voters;
CAROL CARROLL, Director, Division of Support Services, Departnent
of Natural Resources;

Attending via Tel econference: From Anchorage: TOM BRI GHVAN,
Director, Division of St atewi de Pl anni ng, Depart nent of
Transportation and Public Facilities

SUMVARY | NFORMATI ON

SB 59- FEDERAL FUNDS TO MUNI Cl PALI TI ES FOR ROADS

The Conmmittee heard from the sponsor and the Departnent of
Transportation and Public Facilities. An anmendnent was consi dered
but not adopted. The bill was held in Conmttee.

SB  4- MUNI Cl PAL PROPERTY TAX EXEMPTI ON

The Commttee heard from the sponsor. A commttee substitute was
adopted. Three amendnents were consi dered and two were adopted. The
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bill nmoved from Comm tt ee.
SB 136- RESOURCE DEVELOPMENT: BD./ GRANTS/ FUND

The Commttee heard from the sponsor, the Alaska Conservation
Voters and the Departnent of Natural Resources. The bill was held
in Commttee.

# SB 59

CS FOR SENATE BILL NO. 59( CRA)
"An Act relating to awards of federal funds to nunicipalities
for road projects; and providing for an effective date."

This was the first hearing for this bill in the Senate Finance
Commi ttee.

SENATOR JOHN TORGERSON noted that the subject of this |egislation
has been considered for several years. He explained this bill
directs the Departnment of Transportation and Public Facilities to
make $20 million in federal funds available to municipalities that
have "road powers" to address nunici pal road needs. He pointed out
that the Senate Community and Regi onal Affairs conmttee substitute
places a $3 mllion limt as the maxi mum anount that could be
allocated to any single nunicipality in a fiscal year. He stated
that this is intended to prevent allocation of all the funds to
only one comunity. He noted that the nunicipalities would provide
mat chi ng funds, thus explaining the negative $1.5 nmillion fiscal
note reflecting the anmount of state funds required under the
exi sting procedure. He added that this |legislation also stipulates
a priority for any state-owned roads being considered for a
transfer to | ocal ownership.

Senator Hof frman rel ayed that he was informed of the existing option
for municipalities to receive this funding through a Menorandum of
Agreenment (MDA) through the Departnent of Transportation and Public
Facilities. He asked why this legislation is therefore necessary.

Senat or Torgerson replied that it is true that sone projects were
undertaken under the MOA program but that they are done on a case-
by-case basis, and not an annual appropriation. He stressed that
the intent of this legislation is to make funds avail abl e each year
to allow nmunicipalities to plan projects.

Senat or Hof fman also understood that the Departnent of

Transportation and Public Facilities presently spends approxi mately
$40 million on locally owned roads.
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Senat or Torgerson responded, "I would be real surprised at that."
[ Note: teleconference sound quality is poor.]

TOM BRI GHVAN, Director, Division of Statew de Pl anning, Departnent
of Transportation and Public Facilities, testified off net via
tel econference from Anchorage that the differences between the
departnment and the legislature are not philosophical but rather
practical. He shared that the departnment funds | ocal projects in
two different ways. He stated that the departnment has nmade a nunber
of agreenments w th nunicipal governnents over tine, to allow the
| ocal governments to manage their own projects using federal funds.
He pointed out that the departnent also manages and executes
federal funded projects that inprove local roads in addition to
state-owned roads. He affirned Senator Hoffrman's statenent that the
departnment expends $40 mllion to $50 mllion annually on these
ki nds of projects.

M. Brigham asserted that the federal funds utilized for these
projects are not grants. He pointed out that although the state may
allocate funds to nunicipalities, the federal governnent still
hol ds the departnent responsible for the project, and therefore,
the departnent is still involved.

M. Brigham next stressed that the departnent does not "get noney
fromthe federal governnent that we then put in the bank and spend
on other projects.” He clarified that the state, or the |oca
government must first provide the required matching funds, less a
machi nery reinbursenent, for a specific project according to
federal regul ations.

M. Brighamnoted there are a nunber of aspects to projects, such
as environnental and right-of-way issues that are "fairly conpl ex, "
whi ch | ocal governnments and many consulting engineers are not
equi pped to address. He stated that oversight or errors nade in
these matters have the effect of adding to the overhead costs of a
proj ect.

Senator Hoffrman asked the wtness if local municipalities are
required to provide the matching funds up front before a project
coul d begin, why the departnent opposes this |egislation.

M. Brighamresponded that if the process worked perfectly, there
woul d be no objection. However, he stressed that there are few
| ocal governnents equi pped to address all the federal requirenents
and the departnment is still forced to be involved in project
managenent. He reiterated the increased overhead expenses.
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Senat or Leman requested an expl anation of | anguage on page 1, line
9 of the commttee substitute, "The nmaxi num anbunt awarded to a
single municipality may not exceed $3,000,000." and asked the
reason for this provision.

Senator Torgerson relayed that the concern was that one
muni cipality could have a project with a high cost, which could
prevent other nunicipalities fromparticipation in the program

Senat or Leman asked why the maxi mumlevel is set so | ow and want ed
to know if the amount could be higher for larger municipalities.

Senator Torgerson answered that the intent is for nore than one
muni ci pality to be able to partake in using the funds. He surm sed
that a larger nunicipality with a |larger project could phase in the
proj ect.

Amendnent  #1: This conceptual anmendnent increases the maxinmum
amount awarded to a single municipality from $3 million to $10
mllion.

Co- Chair Donl ey noved for adoption and stressed that he could not
support this legislation wth such a | ow cap. He renmarked he wanted
the allocations to reflect per capita and "volune of use"
consi derations "nore accurately."”

Senat or Torgerson countered that one project should not receive al
the funds. He suggested that the |large project in question mght
not be in Anchorage but perhaps the Ketchi kan bridge project at
$120 million. He stated that the intention is to distribute the
funds across the state.

Senator Green objected to the anendnent saying she agreed with the
sponsor. She then asked if the legislation places any restrictions
on the type of road projects, such as new roads, nai ntenance or re-
construction on an existing road.

Senat or Torgerson responded that nmai ntenance would not qualify. He
stated that any project that qualifies for federal funding, which
he described as projects that increase the life of an existing
road, would be allowabl e under this program

Senator Green pointed out that sonme roads are heavily used by
drivers who do not reside in the nunicipality where the road is
| ocated. She al so spoke to the major effort for smaller communities
to undertake sone projects.

Aroll call was taken on the notion.
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I N FAVOR: Senat or Leman and Co- Chair Donl ey

OPPOSED: Senator W/ ken, Senator Austerman, Senator G een, Senator
Hof f man, Senator O son and Co-Chair Kelly

ABSENT: Senat or Ward

The notion FAILED (2-6-1)

The anendnment FAILED to be adopt ed.

Senator Green offered a notion to nove from Conmttee, CS SB 59
(CRA), with acconpanying Departnent of Transportation and Public
Facilities zero fiscal note.

Co- Chair Donley objected stating that he wanted additional tine to
work with the sponsor on addressing his concerns wth the
| egi sl ati on.

Senator G een WTHDREW her notion to nove the bill from Conmttee.

Co-Chair Kelly ordered the bill HELD in Commttee.

#SB4
CS FOR SENATE BI LL NO. 4(CRA)
"An Act relating to a nmandatory exenption from muni ci pal
property taxes for certain residences; and providing for an
effective date.”
This was the third hearing for this bill in the Senate Finance
Committee.

SENATOR GENE THERRI AULT, sponsor, rem nded nmenbers of the proposed
commttee substitute that he hoped the Commttee woul d take action
on.

Senat or W ken noved to adopt CS SB 4, 22-LS0190\P, as a working
draft.

AT EASE 6:22 PM/ 6:27 PM

There was no objection and the commttee substitute was ADOPTED.
Amendnent #3: This conceptual anmendnent reduces the assessed val ue
limt in Section 2(a) on page 2, line 18 of the comittee

substitute as foll ows.
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Del et e:
(1) exceed the assessed val ue of $40,000 [$10,000] for
any one residence; or

I nsert:

(1) exceed the assessed val ue of $30, 000, or 20 percent
of the assessed val ue, whichever is |less, [$10,000] for any
one residence; or

New Text Underlined [ DELETED TEXT BRACKETED

Senat or Austerman noved for adoption.

Senator Therriault did not oppose the anmendnment, noting it is
sensitive to the threat to the state treasury. He shared that this
anount would still triple the local governnent's ability and that
the 20 percent provision is an existing nmechanismin the Fairbanks
North Star Borough (FNSB) ordi nance.

W t hout objection the anendnment was ADOPTED.

Senator Therriault addressed the fiscal note at Co-Chair Kelly's
request. Senator Therriault stated that the estimated $1.6 mllion
potential reduction in state revenues applied to the original
version of the bill and reflected the scenario that every
muni ci pality that currently exercises the residential property tax
exenption i nediately increased fromthe current $10,000 cap to the
proposed $50, 000 cap and conpensated for their |ost revenue solely
by raising the overall ml| rate to the oil and gas properties.
However, he noted that because the Senate Community and Regi onal
Affairs conmttee substitute deleted the applicable section of the
bill, the original fiscal note is dropped.

Senator Therriault pointed out that with the action taken by this
Commttee in adopting the commttee substitute Version "P" the
projected potential reduction is cut in half. He added that the
committee substitute elimnates the service areas’ m| rates from
the tax exenption option. He explained that w thout this change,
the service areas would have no option for increasing revenue
except for raising overall ml| rates, which would inpact state
revenue fromoil and gas properties.

Senator Therriault enphasized that the FNSB is considering other
revenue sources to fund services rather than increasing the m
rate.

Senator Green referred to a March 19, 2001 letter to Senator
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Therriault's office from Steve Van Sant, State Assessor, Departnent
of Conmmunity and Econom c Devel opnent. [Copy on file.] She read,
"The only issue that mght address any funding is the fact that the
municipality will lose, in this exanple, $600,000 of assessed val ue
upon which a property tax can be levied, thus requiring either an
increase in the local ml| rate, an alternative source or revenue, a
decrease in services so the revenue |l oss may be nmade up w thout
i ncreasing the levy or a conbination of these."” She asked how t he
commttee substitute inpacts this situation.

Senator Therriault believed this statenent was in response to
Senator Green's earlier question about the possible inpact on the
education foundation funding fornmula. He explained that it
addresses the issue in the event that the municipality chooses to
exercise the tax exenption option and suffers a |loss in revenues.
He again stressed his doubt that the nunicipalities would choose an
increase in the ml| rate to recoup |ost revenues. He pointed out
the changes nade in the committee substitute saying they have
"drastically reduced"” the |ikelihood.

Senator Green wanted an adjustment on the cited $600,000 figure
given as an exanple in the statenent.

Senator Therriault asserted the anmobunt woul d be | ess.

AT EASE 6:33 PM/ 6:39 PM

Anmendnent #4: This conceptual anmendnent inserts |anguage to Section
2 to provide, "The increase in Sec. 2(a)(1l) is only available to
those governnents with a debt service less than $15,6000 per
person."

Co-Chair Donley noved for adoption noting this is the standard
provi ded in existing statute.

Senat or Austernman objected for expl anation.
AT EASE 6:41 PM/ 6:42 PM

Senator Austerman wanted clarification of the anendnent, what it
acconplishes and why it is necessary.

Co-Chair Donley explained that in order to qualify for the
i ncreased cap of $30,000, the nmunicipality would have to have a per
capita bonded indebtedness of less than the statutory limt of
$15, 000.

Co-Chair Kelly stated that there is a current limtation on bond
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i ndebt edness of $15,000 and that this anmendnment "reinforces"
existing statute. He noted that nunicipalities that currently
conply with this statute would be eligible to apply for this
di scount.

Senat or Austerman asked if the provision is in current statute, why
it is necessary in this |egislation.

Co-Chair Donley responded, "Because not everybody follows the
statutes.”

Co-Chair Kelly el aborated that the bond indebtedness limtation is
in statutes and that without this anendnent, the tax exenption
woul d be available to those municipalities.

Senat or Hof f man requested comment fromthe bill sponsor.

Senat or Therriault understood Co-Chair Donley’s concern agreeing,
"It's a big issue". However, he preferred this limtation not be
included with this |egislation.

Senat or Aust ernman nai ntai ned his objection.

Aroll call was taken on the notion.

IN FAVOR: Senator Lenman, Senator W/ ken, Senator Green, Co-Chair
Donl ey and Co-Chair Kelly

OPPCSED: Senat or Austerman, Senator Hoffman and Senator O son
ABSENT: Senator Ward

The notion PASSED (5-3-1)

The anmendnent was ADOPTED

Amrendnent #1: This anmendnent nakes the foll ow ng changes to CS SB 4
(CRA) as follows.

Page 1, line 1, after "relating":
Insert to limtations on nunicipal taxation of oil and gas
production and pi peline property and"

Page 2, following line 11:
Insert new bill sections to read:
Sec. 2. AS 29.45.080 is anended by adding a new subsection to
read:
(f) Notwi thstandi ng AS 29.45.090(a) and regardl ess of
whet her the nmunicipality levies the tax under (b) or (c)
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of this section, a nunicipality may not, during a year,
|l evy a tax on property taxable under AS 43.56 for any
purpose in excess of 1 8 percent of the assessed val ue of
t hat property.

Sec. 3. AS 29.45.100 is anended to read:

Sec. 29.45.100. Applicability of [N limtations on
taxes to pay bonds. The limtations provided for in AS
29.45 080 - 29.45.090 do not apply to taxes |levied or
pl edged to pay or secure the paynent of the principal and
i nterest on bonds issued before January 1, 2002. Taxes to
pay or secure the paynent of principal and interest on
bonds issued before January 1, 2032~ nay be |evied
wthout limtation as to rate or anount, regardl ess of
whet her the bonds are in default or in danger of default.
The limtations provided for in AS 29.45.080(a) - (e) and
29.45.090 do not apply to taxes levied or pledged to pay
or secure the paynent of the principal and interest on
bonds issued on or after January 1, 2002, regardl ess of
whet her the bonds are in default or in danger of default.

New Text Underlined [ DELETED TEXT BRACKETED]

Co- Chair Donl ey announced that he would NOT OFFER this anmendnent.

Amendnent #2: This anmendnent changes the title of the commttee
substitute to read as follows.

"An Act relating to a nmandatory exenption from muni ci pal

property taxes for certain residences; relating to an optional

exenption from nunicipal taxes for residential property and
prohibiting a municipality fromreplacing tax revenue | ost as
a result of the optional exenption with revenue generated from
a tax on certain oil and gas production and pi peline property;

and providing for an effective date.”

The amendnent al so inserts |anguage in Section 2 on page 2 of the
comm ttee substitute maki ng the subsection read as foll ows.

(a) A municipality may exclude or exenpt or partially
exenpt residential property from taxation by ordinance
ratified by the voters at an election. However, the
nmuni ci pality may not replace tax revenue |lost as a result the
exclusion or exenption with revenue generated from a tax
| evi ed under AS 29.45.080 on property taxabl e under AS 43.56.
An exclusion or exenption authorized by this subsection
[ SECTI ON] may not

(1) exceed the assessed val ue of $40, 000 [$10, 000]
for any one residence; or
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(2) be applied with respect to taxes levied in a
service area to fund the special services.

New Text Underlined [ DELETED TEXT BRACKETED

Senat or Leman noved for adoption noting this addresses concerns
raised at an earlier hearing regarding reducing taxes on
residential properties but recoupi ng subsequent |ost revenues by
increasing the |l evy on other properties. He assured this anendnent
woul d preclude this and that any increase in revenue woul d have to
conme froma source other than an increase in property tax on oi
and gas production and pipeline properties. He explained that
i ncreasing property taxes on these properties would result in |ost
revenue to the state.

Senat or O son and Senat or Hof f man obj ect ed.

Senator Hoffman requested the bill sponsor conment on the
anmendnent .
Senator Therriault relayed his consultation with the bill drafter

Ms. Tamara Cook, Director, Division of Legal and Research Services,
where he was told this | anguage is not operable. He gave an exanpl e
whereby if a nmunicipality exercised this tax exenption increase,
suffered a loss in revenue and recouped that loss with a sal es tax,
and in the future proposed an unrelated ml| rate increase. He
remarked that there would be no way to verify whether the
municipality was attenpting to recoup lost revenue from the tax
exenption option. He warned that adopting this |anguage into | aw
"would trigger a series of lawsuits" about whether the | ocal
gover nnent has such power, whether the increases are funding new
services or facilities, etc.

Senat or Leman countered that in Senator Therriault's exanple, this
muni ci pality "woul d have done exactly what they would need to do so
they would not violate the intent of the anmendnent."” He stated that
he explained this to Ms. Cook and this anendnment contains the
| anguage she prepared. He stressed his intent is the municipalities
woul d replace the lost revenue from tax exenptions wth another
source and so long as that alternative is in place, any future m|
rate increases woul d be eligible.

Senator Therriault surmsed, "it becones sonmewhat of an accounting
ni ght mare" specul ating on the various scenarios of a grow ng tax
base that a new facility may or may not create and whet her the new
revenues woul d be consi dered as recouping the | ost revenues froma
previ ous tax exenption.
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Senator WIlken told Senator Leman, "This whole bill is about | ocal

control and local decisions.” He spoke for the FNSB that the
"property tax rebellion bell has been rung and we've heard it |oud
and clear.” He stated that the 20 mls collected on oil and gas
properties could all be allocated to nunicipalities, "if |ocal

governments have the courage to raise property taxes, not only on
4356 properties but my hone and ny business and Fort Knox and
everywhere el se."” He suggested that when this |egislation passes,
the burden is then placed on |ocal assenblies to determ ne whet her
to | ower services, institute alternative revenue sources or raise
property taxes on all property in the nunicipalities.

Senator W/ ken appreciated the attenpt to protect the state's
revenues in the general fund. However, he stressed that this is not

the bill to limt local options of nunicipalities facing the
property tax limtation attenpts, such as the proposed ball ot
nmeasure that failed in the Novenber 2000 general election. He
remarked that this legislation nmerely, "allow those folks to

exercise their decision capabilities and their courage."

Senator W1 ken expressed that he would therefore be voting agai nst
t he amendnent .

Senator (O son asserted that this anendnent restricts the
muni ci palities' options and because of this, he would al so vote no
on the adoption of the anmendnent.

Co- Chair Donl ey supported the anendnment due to his concern of the
potential loss to the state treasury if a nmunicipality was to
exerci se the tax exenption option in a manner not antici pated by
the sponsor of the legislation. He understood that Senator
Therriault did not think it would happen, but stressed that it is
still a possibility. Co-Chair Donley concluded that this amendnment
woul d protect the state treasury froman unpredicted | oss.

Co-Chair Kelly noted changes nade to the bill in the conmmttee
substitute preclude any significant loss to state revenue.

Aroll call was taken on the notion.
I N FAVOR: Senator G een, Senator Lenman and Co- Chair Donl ey

OPPCSED. Senat or Austerman, Senator Hof frman, Senator d son, Senator
Wl ken and Co-Chair Kelly

ABSENT: Senat or Ward
The notion FAILED (3-5-1)
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The anmendnent FAILED to be adopted.

Senator Therriault asked if the co-chair would request an updated
fiscal note fromthe Departnment of Revenue to reflect the changes
made in the commttee substitute.

Co-Chair Kelly replied that he woul d.

Senator Wl ken noved to report CS SB 4, 22-LS0190\P, as anended,
fromCommittee with a forthcomng fiscal note fromthe Departnent
of Revenue.

Co- Chair Donl ey objected. He opined, "The bill is nmuch better than
the original proposal."” However, he expressed concerns about the
potential threat to the state treasury.

AT EASE 6:54 PM/ 6:55 PM

Co-Chair Donley renoved his objection after making a statenent on

the record. "I am concerned about the potential fiscal inpact and
that I would be | ooking forward to seeing the fiscal note because
we'd still know that before we have a final vote on here in the
Senate."

The commttee substitute was MOVED from Comm tt ee.
#SB136

SENATE BI LL NO. 136

"An Act relating to resource devel opnment and to grants for the
pur pose of pronoting resource devel opnent from appropriations
of a portion of the revenue derived from the extraction of
certain state natural resources.”

This was the first hearing for this bill in the Senate Finance
Commi ttee.

PAT CARTER, staff to Senator Drue Pearce, testified that this
| egi sl ati on establishes the Resource Devel opnent Board, which is
tasked primarily with facilitating public education and pronoting
responsi bl e resource devel opnent. He suggested, "If you begin with
the premse that Alaska is going to be | argely dependent on natura
resource extraction for the foreseeable future to fuel our state's
econony, it would therefore nmake sense to invest in that future by
provi di ng financial support to nost of those activities."

M. Carter pointed out recent studies show that resource extraction
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and the tourismindustry play a significant role in the workforce
and therefore the econony. He noted the majority of jobs fromthe
tourismindustry are | ow payi ng and seasonal, and that the studies
show di versified jobs are necessary to sustain a healthy econony.
However, he charged that the majority of the "environnental
comuni ty"” does not support this concept since "they continue to
oppose nearly all developnent of our natural resources while
of fering no econom cal alternative plan.”

M. Carter stated the intent of this legislation is to "strike a
bal ance" between devel opnent and protection of the environnent and
"avoid the extreme positions."” He suggested the best way to protect
the environnent is through a strong diversified econony.

M. Carter asserted that Alaska's environnental protection |aws are
anong the strongest in the world. However, he stressed that by
opposi ng natural resource extraction, the environnmental comunity
continues to "push devel opment offshore to third world countries
assuring the exploitive developnent in the absence of adequate
envi ronnmental protection | aws."

M. Carter enphasized the approximate $6.5 mllion investnment made
in the tourismindustry and additional financial support provided
to the seafood industry through the Alaska Seafood Marketing
Institute (ASM ). He stressed these efforts are to strengthen the
state's econony. He added that the pronotion of the diverse mnera
resources, tinber and oil and gas devel opnment would be a "w se
i nvest nent".

M. Carter concluded the creation of the Resource Devel opnent Board
would further the constitutional mnmandate to develop natural
resources by mnmmking them available for nmaxinmum use in an
environnmental |y responsi bl e manner.

Senat or Austernman noted the | anguage in the bill does not appear to
contain perineters on how the noney woul d be expended.

M. Carter responded the intent is that the seven-nenber board
woul d create perineters regarding what is deenmed worthy of the
grants this legislation would al so provide. He suggested accounting
nmet hods woul d be established. He noted that if the |egislature
wanted allocation restrictions in statute, the sponsor would be
willing to anmend the legislation to reflect these.

Senat or Austerman rem nded that the Commttee has recently passed a
fast track supplenental appropriation for FY 01 granting $1.5
mllion to Arctic Power to pronote oil and gas devel opnent. He
asked if the $2.6 mllion proposed for distribution in this
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| egi slation could be entirely allocated to Arctic Power if that was
the board' s desire.

M. Carter affirmed it could if that were the board' s desire. He
qualified that this is not the intention, but that it is possible.
He assuned that the board would require a follow up accounting of
how t he noney was spent.

Senat or Hof fman asked if the board could award grants to non-profit
organi zations that would support or oppose initiatives for
constitutional amendnments or candi dates for public office.

M. Carter responded that the issue of supporting candi dates had
not been considered. He noted it is not the intended use for the
grants to pronote one candi date over another, but that the intent
is to provide a "bal anced nessage.” He shared, "W feel that we
are lacking in that regard today where we have what seens to be a
ever-expanding amount of noney coming in to environnental
organi zations fromLower 48 groups. They are unfamliar with issues
in Alaska. We think that they skew the nessage."”

Senat or Hof f man asked why the seafood industry is not represented
as a nenber of this board. He stressed that the seafood industry is
one of the largest industries in the state. He listed by-catch
i nterception, trans-boundary issues and other pertinent issues.

M. Carter assured there was no intent to "cast disparage"” to the
seaf ood industry, only that it would be redundant given the
exi stence of ASM. He suggested that the |egislature could instead
appropriate general funds directly to ASM, in addition, or in
pl ace of, the revenues generated fromindustry taxation. He noted
that the tourism industry was excluded for simlar reasons and
enphasi zed that all these industries are inportant to Al aska's
econony.

Senat or Austerman assuned the tinber industry is omtted for the
sane reasons.

M. Carter informed that the tinber industry is included in the
board make- up.

Senat or Aust erman understood the proposed $2.6 mllion in royalties
is otherw se deposited into the general fund.

M. Carter affirnmed this is not new revenue, but rather taken from
t he general fund and used as an investnent.

AT EASE 7:05 PM/ 7:09 PM
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The Conmittee next took public testinony.

SFC 01 # 54, Side B 07:09 PM

HUGH BROMWN, Al aska Conservation Voters, testified that he saw the
bill as an investnment in Al aska, which he agreed is required by the
constitution, but noted he shared Senator Austerman’s concerns wth
t he vagueness of the legislation. M. Brown stressed the need for
"a bal anced nessage to all segnents of the community." He proposed
anending the bill to insert direction to the board that the nessage
the board sends is developed by a diverse group of people,
including mnorities, wonen, those representing non-profit
organi zations and | ocal advocates. He indicated that the recipients
of the grants should also be diversified. He stressed that nany are
unaware that tinber and mning are resources and that this should
be conveyed through the board' s action. He spoke of the inportance
of educating youth to the inportance of science and nath. He
understood this would increase the cost and suggested an increased
fiscal note.

SUSAN SCHRADER, Al aska Conservation Voters, testified in Juneau to
read a statenent into the record as foll ows.

Al aska Conservation Alliance and Al aska Conservation Voters
are sister nonprofit organizations dedicated to protecting
Al aska’ s environnent through public education and advocacy.
Qur 44 nenber organizations and businesses represent over
35,000 regi stered Al askan voters, who, as nost Al askans, work
hard to support their famlies. Conservationists throughout
the state are coonmitted to mai ntaining a healthy econony for
the benefits it provides all Al askans. W agree with Senator
Torgerson, the bill’s sponsor, that we can pronote responsible
devel opnent of our resources while protecting the environnent.
And we believe resource devel opnent industries can prosper and
neet sharehol ders’ expectations while conplying with state and
federal environnental |aws.

The concept of the state using general funds for grants to
non-profits to pronote for-profit industries, many of whom are
huge, trans-national corporations that enploy significant
nunbers of nonresidents, is nonsensical. W believe nost
Al askans will not endorse the idea of taking state revenues
that could go to inproving education, social services, road
mai nt enance, or any nunber of other significant needs and
using those nonies to do the pronotion and adverti si ng work
that the resource industry can easily acconplish thensel ves.
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| nst ead, we woul d encourage the legislature to fully fund the
outreach activities of existing state agencies and prograns
that facilitate responsi ble resource devel opnent, such as the
Division of Community and Business Developnent at DCED.
Further, we woul d encourage resource industries and busi nesses
to enhance their financial support of |ocal and regional
econon ¢ devel opnent councils and sim | ar organi zati ons. The
| arge corporations doing the business of extracting Al aska's
resources are clearly able to contribute to the pronotion of
devel opnent that will benefit the smaller players in our state
econormy.

The m ning industry in Al aska was valued at $1.12 billion in
1999, while 30.7% of their workforce in Al aska was non-
resident. Should Al askan famlies be helping to pay this
industry’s advertising and marketing bill? Should the
| egi sl ature be diverting public funds to trade organi zations
that should be funded by the private sector?

Al aska Conservation Voters urges |legislators to oppose SB 136.

CAROL CARROLL, Director, Division of Support Services, Departnent
of Natural Resources, testified in Juneau to address the fisca
note. She stated that $2.6 mllion would be relocated from the
general fund to the resource devel opnent fund for this program She
noted that nost of this revenue would be generated fromoil and gas
royalties paid to the state.

Ms. Carroll expressed that there would be a cost to operate the
program and that the departnent attenpted to be "reasonable"” in
assessing these. She shared that it is assunmed that the board woul d
request an Executive Director and an Admi nistrative Assistant to
assist in the grant activities and board operations. She stressed
the detail required in this work, which the board woul d depend upon
when nmaking its decisions. She then noted indirect costs to the
departnent, pointing out that no new positions woul d be added for
accounting personnel. She stated that the inpact on the departnent
woul d depend upon the nunber of grants the board issues.

Ms. Carroll told the Commttee that the departnment supports the
| egi sl ati on.

Senat or Lenman opined that administering this program woul d not
require an Adm nistrative Assistant and an Executive Director. He
suggested that existing staff should be instructed to undertake
these duties. He was concerned with increnental increases to
gover nnent .
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Ms. Carroll understood, but stressed that the departnent has been
operating for several years under the "do nore with | ess" theory.
She stated that there is insufficient existing staff to undertake
additional duties. She admtted that the board could decide to
forgo the Executive Director position, but that staff would be
required to do the admnistrative tasks. She noted that other
expenses such as office space |easing, conputer naintenance and
supplies have not been placed in the fiscal note and would be
absorbed in the departnent's existing operating budget.

Senator Leman countered that it is "not that big of a deal"” to
adm nister grant funds. He stated his frustration by the
"continuing creep" of new positions and new expenditures.

Senat or Austerman spoke to basic concerns he had wth the
| egislation. He cited |anguage on page 3 of the bill regarding
pronoti ons, mar ket i ng, research, adverti sing, educat i on
establishing and operating a system for responding to inquiries,
publishing and distributing information, and establishing and
mai ntaining Internet sites. He understood the desire for pronotion
of resources to ensure the greatest value, but noted other
industries that provide matching funds like tourism and still
ot hers, such as the seafood industry, that has no general funds and
nmust provide for these costs itself. He wanted to consi der whet her
the mnerals industry should be required to contribute matching
f unds.

Co-Chair Kelly noted other questions that were raised at this
heari ng. He expressed that these funds should not be utilized for a
political candidate and he did not think they could be used to
canpai gn for or against a ballot initiative due to other statutory
provi si ons.

M. Carter noted that he had researched the nmatter and | earned that
because these are state grants, they are subject to the state
accounting process, including an audit trail. He added that the
funds could not go to political candidates or initiatives because
no state funds are allowed for these el ection purposes.

Co-Chair Kelly asked Co-Chair Donley if this was correct.

Co-Chair Donley did not know if there was a prohibition on using
state funds for ballot initiatives.

Co-Chair Kelly requested the sponsor to nmeet with Senator Austerman
to address his concerns.
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The bill was HELD in Committee.

#
ADJ CQURNIVENT

Co-Chair Pete Kelly adjourned the neeting at 07:25 PM
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