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ACTI ON NARRATI VE

TAPE 02-10, SIDE A
Number 001

VI CE- CHAl RMAN DAVE DONLEY called the Senate Judiciary Committee
neeting to order at 1:44 p.m Senators Cowdery, Therriault and
Donl ey were present. The first order of business to cone before
the coonmttee was SIR 25.

#SJR 25
SJR 25- CONST. AM EDUCATI ON_FUND

SENATOR JERRY WARD, prinme sponsor of SJR 25, encouraged nenbers
to adopt a proposed commttee substitute (Version J) before the
commttee. He pointed out that nenbers’ packets also contain a
proposed conm ttee substitute to SB 188, conpanion |legislation to
SIJIR 25. He explained that the proposed commttee substitute to
SIJR 25 is an attenpt to address sone of the long term needs of K-
12 education in the state of Al aska. The University of Al aska was
renoved from the proposed committee substitute at his request
because he wanted the bill to enphasize K-12. Miuch of the bill is
nodel ed after simlar legislation introduced by Steve Cowper,
former Governor. Governor Cowper’s education endownent required a
mandatory draw from the Permanent Fund; SJR 25 allows the
| egi sl ature to make such a draw but does not mandate it to do so.
Version J allows the legislature to put 5 mllion acres of state
|l and into an education endowrent, allows residents to contribute
100 percent of their permanent fund dividends, and | eave t he door
open to allow other funds to be deposited into the endownent in
the future

[ SENATOR ELLI S arrived.]

SENATOR WARD inforned nenbers that he and Senator Cowdery
introduced simlar legislation in 1983. They were told at that
time it would take 20 years to produce inconme from a |and
endownent. He believes the legislature should have committed 8
mllion acres of land to the endowrent at that tine. Senator Ward
said he is bringing this concept forward again because he has
seen the education comrunity do a good job, but believes the
“boat is sinking.” This year the legislature will have to spend
nore on education than any other conponent of governnment. He
wants to align the educational community with the devel opnent
community so that Al aska can nove forward and begin to devel op
sonme of its nore than 106 mllion acres of state |and. He noted
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that a land trust relationship was set wup in the Alaska
Constitution for the University of Alaska and the nental health
comunity and the legislature set up a land trust for the Al aska
Rai | road Corporation when it was purchased in 1983. He repeated
that he wants to bring advocates for public education and the
devel opnment community together so that, “we mght be able to
overrule sone of the non-growmh environnmental extremsts from
outside that have been locking our country up for the |ast
several decades and not to say in the least for the |last seven
years.” He noted that he spoke with Governor Cowper when he first
proposed this concept and urged him to use a |and endownent
i nstead of permanent fund nonies but his constituency opposed
that plan. He stated the purpose of this legislation is to create
anot her revenue source for education.

SENATOR CONDERY noved to adopt the proposed conmittee substitute
to SJIR 25 (Version J) for the purpose of discussion.

VI CE- CHAI R DONLEY noted that he would |eave that notion on the
table until Senator Therriault returned and the commttee would
take public testinony.

MR. DARROLL HARGRAVES, Executive Director of the Al aska Counci
of School Admnistrators (ACSA), infornmed nenbers that this
| egislation has not been on his “radar screen” so he has no
official position fromthe ACSA. He said he was happy to see this
i ssue surface again because he recalled, in 1982, the ACSA pushed
to highlight the possibilities of such a fund. ACSA invited Dr.
Norman Hall from Texas to visit: he proposed that Al aska do what
Texas did wth its oil revenue - restrict that revenue to
construct and maintain school facilities. ACSA nmade such a
proposal but Al aska had so nuch noney at that tinme, he believes
no one could foresee future problens. He favors limting an
endownent to K-12 educati on and he encouraged nenbers to consi der
restricting its use to construction and mgjor naintenance, as
that is what worked best in Texas. He added that he believes the
statehood charter puts the 16" and 36'" section of every township
into a public school land trust. He was not sure of the status
but offered to check for menbers. He appl auded Senator Ward for
introducing the legislation and said he would like to see a | and
endownent for education conme to fruition.

SENATOR WARD acknow edged that Senator Tayl or has worked with him
on this bill and estimated that the sections of land in the
statehood charter would add about 1.5 mllion acres to the
endowrent. He noted that the Texas university system is nmaking
enough fromits land grants that it spends excess funds on K-12
pr ogr ans. He has spoken to nenbers of Alaska s congressional
del egation about this issue and they believe the University of
Al aska’s land grant should stand on its own. The delegation
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suggested that if a land grant comes to pass, they woul d consider

trying to donate an equal anount of federal land to it. If 5
mllion acres of both federal and state land were put into an
endowrent, it would be the largest land grant in the United
St at es.

SENATOR CONDERY asked how much | and woul d be needed at the start
and noted that |and sales could enconpass one ot or one mllion
acr es.

SENATOR WARD replied that he “took it down to nothing less than
40 acres.” He suggested staying with 640 acres but pointed out
40-acre parcels would not require surveys so there would be no
transfer cost.

SENATOR COWDERY noted that he sees no reference to that in the
conmittee substitute.

SENATOR WARD clarified the details are specified in SB 188. He
referred to | anguage on page 4 that reads:

Each list nmust contain not nore than 25 percent of the
total acres of land to which the fund is entitled after
subtracting previous conveyances under this section,
but not Iless than 25,000 acres or the renaining
entitlement under this section, whichever is |ess,

and said that is a formula the departnent cane up wth. He
mai ntained that the bill should not contain a mninmm because
size should not be a factor; the legislature should have the
option to transfer lots if necessary. He said it is not helpfu
to the education of Alaska's children to | eave over 100 mllion
acres in state ownership

SENATOR WARD sai d he purposely did not restrict contributions to
permanent fund dividends so that future |legislators can identify
ot her revenue streans, such as gas |line revenue. He said he
believes there is a serious msunderstanding about education
funding. The legislature has been trying to put quite a bit of
noney into public education for the last few years but it never
seens to be enough. He believes the legislature should fund
transportation, public safety and education well, and it is not
doing so. He does not believe the legislature can “tax its way
out of this,” and that if a land endowrent is logical for the
University, the railroad and the nental health comunity, it
certainly is logical for K-12 education. He then asked M.
Har gr aves about the status of the land grant he referred to.

MR. HARGRAVES replied, “I think that thing is a real ball of
worns for you. This state soneday may pay the price for that. |
don’t know what you know — | don’t know what’'s happening, but
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aren’t there sonme |lawsuits out there that are either taking shape
or...?"

SENATOR WARD stated the lawsuits have dropped to the wayside
because agreenents were negoti at ed.

MR. HARGRAVES said it is his inpression, “...that if you got a
decision simlar to that nental health lands trust in connection
with this one, | think it would practically destroy the state.”
SENATOR WARD commented that Senator Taylor believes giving the
full 5 mllion acres to the land endowrent would solve the
probl em

MVR. HARGRAVES said the statehood <charter issue is very
conpl i cat ed and woul d have t r emendous and devast ati ng
inplications for the state.

SENATOR WARD clarified that he brought the proposed conmttee
substitute for SB 188 to nenbers’ attention because he wanted to
inform them of the board nake-up. He said he would like to pit
t he devel opnment community and the educati on community against the
extrene environnentalists.

VI CE- CHAI R DONLEY announced the commttee would take up HB 362.
He asked Ms. O Regan to testify.
#

#HB 362
HB 362- EXTEND BOARD OF GOVERNORS OF AK BAR ASSN

M5. DEBORAH O REGAN, Al aska Bar Association, infornmed nenbers
that an audit of the Al aska Bar Association (ABA) by the
Legi sl ative Budget and Audit (LBA) division |last year found the
ABA neets the public need in an effective and econom cal manner.
The ABA deals with licensing of attorneys. HB 362 reflects the
recommendation of the LBA to extend the Board of Governors for
anot her four years.

MR. STEVE VAN GOOR, Al aska Bar Association, said he was avail able
to answer any questions about the audit.

M5. AMY ERICKSON, staff to Representative Mirkowski, sponsor of
HB 362, agreed the legislation extends the sunset date of the
Board of Governors to June 30, 2006. The Board of Governors was
established in 1955 to ensure that only qualified nenbers of the
| egal profession of good noral character are allowed to practice
law in the state. She urged nenbers to support the |egislation.

VI CE- CHAI R DONLEY noted a conflict of interest as he is a nenber
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of the Al aska Bar Association. He then noted the ABA is running a
deficit this year and expressed concern about the cost of ABA
dues as that cost is one of the highest in the nation. He
gquestioned what plan the ABA has to bring down the cost of
menber shi p.

M5. O REGAN said, unfortunately, one of the things that affected
the ABA's budget |ast year was an Al aska Supreme Court nandate
that the ABA provide a voluntary CLE program It encouraged
attorneys to report a mninmm of 12 hours of CLE credits each
year. ABA' s budget deficit was due to the increased cost of
tenporary staff, data processing, conputer progranm ng, and
di scounts taken by | awyers. Another |arge expenditure in 2001 was
for an ABA convention held in Ketchikan, the first in 22 years.
She noted the convention will be held in Anchorage this year so
it will not be quite as expensive. She said that nmenbership in
only half of the bar associations across the country is
mandat ory; nenbership in Alaska’s is nandatory. She pointed out
the ABA last increased its dues in 1992; the prior increase
occurred in 1981.

VI CE- CHAI R DONLEY remarked that there was a virtual revolution
within the California Bar Association over dues. He strongly
encouraged Ms. O Regan to do everything possible to keep the
costs down. He then noted with no further testinony, he would set
HB 362 asi de.

#

#SB 324
SB 324- MUNI Cl PAL PUB. UTI L. COVPETI NG W TELECOM

MR. JI M VOTEBERG, assistant city nmanager of the City of Ketchikan
and the assistant general nanager of Ketchikan Public Uilities
(KPU), stated support for SB 324. He provided the follow ng
highlights of the witten testinony he submtted to comittee
menbers.

The Gty of Ketchikan, and the Cty of Ketchi kan doing
business as Ketchikan Public Uilities, owns and
oper at es sever al utilities i ncl udi ng
t el econmuni cati ons, el ectric, wat er, wast ewat er
collection and treatnent, and solid waste collection
and disposal. This legislation is a local issue and
inportant to the city because it allows the city to
operate its utilities in a cost-effective manner, as it
has for over 50 years and it provides |ocal |eaders
with an inportant tool for the econom c devel opnent of
our community. Should the city becone regul ated under
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the RCA, the cost to the ratepayers in Ketchikan is
estimated at around $700, 000 annually, which does not
include the cost of a rate study that, for each
utility, could be in the range of $250,000. These costs
i nclude annual fees, [indisc.], additional staff tine
to performthe increased workload of a fully regul ated
utility, and costs associated with changes in the
city s existing accounting system These costs would be
directly passed on to our consuners resulting in a
hi gher utilities bill. Gven the economc situation in
Ketchikan, this is not the tine to increase costs to
its residents and busi nesses.

The city is aware that AP&T opposes this |legislation
and has questioned its need by pointing out that the
RCA currently has regulations in place to grant a
wai ver to Ketchikan. Al though a procedure may exist,
the procedure can be tine consum ng and expensive,
particularly when a conpany opposes the waiver and
there’s no guarantee that a request wll be granted.
G ven that AP&T testified before the Senate Labor &
Commerce Conmittee that it would oppose any request by
KPU for a waiver from the RCA. The cost to file a
waiver will be high, it will take a long tinme and,
again, there’ s no guarantee of the outcone.

Through correspondence dated WMarch 5, 2002, RCA
Chai rperson Nan Thonpson addresses SB 324 by stating,
‘The RCA has not taken a position in support or in
opposition to this legislation. W believe it presents
policy issues that are wthin the legislators’
province.” The city agrees that this legislation is a
policy issue within the legislative jurisdiction and is
seeking resolution through the | egislative process.

G ven the advancenent of telecommunication technol ogy

and varying | evel s of regul ations pl aced on
t el econmuni cati ons conpani es, the proposed |egislation
creates a | evel pl ayi ng field. W t hout this

| egi slation, for exanple, should a cable conpany such
as GCl use its cable plants to provide telephone
service in Ketchikan, GCI would be non-regulated while
Ketchi kan would be fully regulated. If a wreless
conpany, such as AP&T, were to conpete in Ketchikan,
AP&T would be lightly regulated while Ketchi kan woul d
be fully regulated. In any case, an uneven playing
field is created by Ketchikan becomng fully rate-
regul ated and trying to conpete agai nst a non-regul at ed
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or a lightly regulated entity. Miintaining its non-
regul ated status all ows Ketchikan to conpete on a | eve
surface.

In closing, 1'd like to stress the inportance of this
relatively small change to AS 42.05.711(b)(2) in the
comunity of Ketchikan. This is a local issue. SB 324
has been narrowy crafted to sinply address the uneven
playing field facing the Cty of Ketchikan and point
out that it does not affect other nmunicipalities
t hroughout the state. The city looks to the state to
preserve local control over its utility as it has had
for over 50 years and ensure that |ocal governnent
retains the tool it needs to better serve our conmunity
and assist in turning Ketchikan's econony around. Thank
you and that’s all | have.

VI CE- CHAI R DONLEY asked M. Voteberg to explain why SB 324 w |
not apply to other comunities with a nunicipally owned utility
in conpetition with a privately owned utility.

MR. VOTEBERG said that Ketchikan has the only nunicipally-owned
tel ephone conpany in the state therefore it is the only
muni ci pal | y-owned conpany that would be in conpetition wth
anot her tel ephone conpany.

VI CE- CHAI R DONLEY noted SB 324 applies to both electric operating
entities and tel ephone conpani es.

MR. VOTEBERG deferred to Heather G aham counsel for the Cty of
Ket chi kan

MR. VAN ABBOIT, Ketchikan Public Uilities, said one answer he
woul d pose to Senator Donley’ s question is that, hypothetically,
if an electric conmpany wanted to get into the tel ephone business
and conpete with a tel ephone conpany, it would have to get a
certificate of public convenience, which involves a |engthy
process. Wether it would be regulated or not would be in the
bounds of the due diligence the RCA would take before issuing the
certificate.

VI CE- CHAI R DONLEY asked Ms. Graham if the answer to his question
is that although |anguage on page 2 covers a utility or an
electric operating entity, it only applies if that entity is
conpeting with a tel ecomunications utility and not w th another
el ectric operating entity.

M5. HEATHER GRAHAM counsel to the Gty of Ketchikan, said that

is exactly right. She noted she would be available to answer any
future questions should they arise.
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MR JIMW JACKSON, attorney for GCl, clarified the earlier
statenent by a representative from Ketchikan that GC would be
unregulated if it was to conpete with KPU in the |ocal phone
business is incorrect, and that GCI takes no position on the
bill.

MR, PH LLIP TREUER, RCA staff, stated the RCA neither opposes nor
supports SB 324.

MR. MKE GARRETT, President of AP&T Wreless, a subsidiary of
Al aska Power and Tel ephone, said that AP&T Wrel ess opposes SB
324 and is uncertain why it is before the conmttee. He believes
it is special interest legislation for KPU that provides relief
for that one entity and addresses an issue for which an
adm nistrative solution exists. KPU could file a waiver with the
RCA and, in doing so, have to prove that the facts behind its
estimates are true and correct and in the public's interest. If
so, the waiver would be approved. He said it is strange to AP&T
that KPU woul d take | egislative action rather than adm nistrative
action.

In response to M. Voteberg's statenent that AP&T woul d oppose a
wai ver application by KPU, MR GARRETT said AP&T woul d not oppose
an application that is in the public interest. AP&T woul d reserve
the right to cooment if KPU filed a waiver. He noted that the
law, as witten now, adheres to the Telecom Act of 1996,
particularly Section 254(k). AP&T' s interpretation of that
section is that unregulated services cannot be subsidized with
regul ated services. AP&T has regulated utility operations. As a
wireless carrier providing services in Ketchikan, it would not
necessarily be rate regulated, but it would have to provide
[indisc.] to the Commission just |ike any other conpetitive | ocal
t el ephone conpany. Its regulated services, power, telephone and
hydroel ectric, are regulated: AP&T provides the information
requested by the RCA and does not find it to be burdensone.

MR. GARRETT said the existing |law has worked well in the past.
The |aw was put in place when Anchorage and Fairbanks had city-
owned utilities. They were able to get waivers fromthis rule as
they were able to prove that waivers were appropriate. He noted
that AP&T is uncertain how SB 324 will affect other city-owned
electric utilities that nmay want to conpete in tel ecomrunication
servi ces.

2:30 p.m
There being no further testinony, VICE-CHAIR DONLEY noted the

commttee did not have a quorumat this time. He then announced a
short recess.
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TAPE 02-10, SIDE B

VI CE- CHAI R DONLEY call ed the neeting back to order and announced
the commttee would take up HB 362. Senator Therriault had
arrived.

#

#HB362
HB 362- EXTEND BOARD OF GOVERNORS OF AK BAR ASSN

SENATOR THERRI AULT expressed concern about the fact that the
Board of Governors of the Alaska Bar Association (ABA) has
amassed a sizeable fund, about $1 million, fromattorney fees. He
said he questions its operations as it is conpletely off budget.
He noted there are dueling legal opinions as to whether “that is
bei ng done right or wong.” He noted that other |icensing boards
have state oversight to make sure that nenbers are not being
over-assessed. He questioned whether the Board of Governors
cannot cover its annual costs and is living off of that fund, and
whet her that fund prevents the state and nenbers from know ng
what the |egitinmte annual expenses are.

MR. STEVE VAN GOOR, ABA counsel, said he has been enpl oyed by the
ABA since 1983 and, while his responsibilities are primarily on
the disciplinary side, he is aware that since 1983 the Board of
Governors has been very concerned about the expenses it has
incurred and that it fulfill its statutory requirenents for the
addition and character exam nation of attorneys, discipline of
attorneys, and continuing |legal education. During the 1970s and
early 1980s, the ABA's dues were $165. The early 1980s were a
time of high inflation and economc instability so the Board,
with the input of the nenbership, decided that in order to
continue to provide services nmandated by the court and
statutorily, it nust raise fees to $310. The Board expected the
dues increase to last three or four years during the high
inflationary period. He said Board nenbers are very concerned
about the cost and expenses; the annual budget is the topic of
the COctober board neeting. Regarding accountability, the board’ s
budget is available for nmenber review and the Legi sl ative Budget
and Audit division has the opportunity to |look over the ABA s
shoul der every four years. LBA has determned the ABA s fiscal
managenent i s appropriate.

VI CE- CHAI R DONLEY commented that, typically, LBA does not go into
the nuts and bolts of how the ABA spends its noney. It does an
overview of the ABA public policies. The fact that LBA
recommended extending the board does not necessarily nean it
agreed with how t he board operates.

SENATOR THERRI AULT stated, having dealt with the budgets of other
| i censed professions, there is a connection between the |evel of
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expenditures by the boards that is felt immediately in nmenbership
fee increases because other boards are not allowed to amass funds
over a couple of years. He nmintained the ABA says its |large fund
bal ance will enable the board to cover increased operational
costs. He questioned whether those increased costs are
inflationary or whether they are for activities the nenbers m ght
not approve of or know of until fees increase again. He comrented
that there is no immediate connection between the fees nenbers
pay and what the board spends the nobney on that year and that
concerns him

VI CE- CHAI R DONLEY said that if sone of the fee increases resulted
from nmandates by the judicial branch, the ABA could develop a
bi furcated rate with a higher rate for judges’ licensing fees.

SENATOR COADERY noved to anmend HB 362 to change the board' s
extension to June 30, 2004 rather than 2006.

VI CE- CHAI R DONLEY noted that, w thout objection, the anendnent
was adopt ed.

SENATOR COADERY noved SCS HB 362(JUD) from committee wth
i ndi vi dual recomendati ons.

VI CE- CHAI R DONLEY announced that wthout objection, the notion
carried. He then announced the comrittee would take a short
recess.

#

#SJIR25
Upon reconvening the neeting, SENATOR COADERY noved CS SJR
25(JUD) fromcommittee with individual reconmmendations.

VICE-CHAIR DONLEY noted that wthout objection, the notion
carried.
#

There being no further business to conme before the commttee, he
adj ourned the neeting at 2:44 p. m
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