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W TNESS REG STER

REPRESENTATI VE JI M HOLM

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified as the sponsor of HB 126.

DAVI D LEONE, Special Assistant to the Myor

Fai r banks North Star Borough

Fai r banks, Al aska

POSI TI ON  STATEMENT: Testified on reasons the borough wants
HB 126.

PATRI CK COLE, Adm nistrative Services Director

City of Fairbanks

Fai r banks, Al aska

POSI TI ON STATEMENT:  Testified in support of HB 126, noting that
the city council also endorses this change.

CHI CK WALLACE, Menber

Executive Conmittee

Fai r banks Econom ¢ Devel opnent Cor porati on
Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 126.

SARAH d LBERTSON

Al aska Muni ci pal League (AM.)

Juneau, Al aska

POSI TI ON  STATEMENT: Ofered the belief that the appropriate
| egi sl ative commttee of AML woul d support HB 126.

ACTI ON NARRATI VE

TAPE 03-3, SIDE A
Number 0001

CHAIR CHERYLL HEINZE called the House Special Committee on
Econom ¢ Devel opnent, International Trade and Tourism neeting to
order at 5:10 p.m Representatives Heinze, MQire, Kohring,
and Crawmford were present at the call to order. Representati ve
Dahl strom arrived as the neeting was in progress.

HB 126- MUNI Cl PAL ECONOM C DEVELOPNMENT
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CHAI R HEI NZE announced that the conmttee would hear HOUSE BILL
NO. 126, "An Act authorizing nunicipalities to provide for
econonm ¢ devel opnent and aut hori zing boroughs to expend revenue
collected on an areawi de or nonareawi de basis to provide for
econon ¢ devel opnent . "

Nunmber 0069

REPRESENTATIVE JIM HOLM Alaska State Legislature, sponsor,
indicated the idea behind HB 126 was brought forth by the
assenbly for the Fairbanks North Star Borough (FNSB) when he
served on the assenbly. Wien he becane a legislator, he'd had
the bill drafted to resolve this particular situation. The
problemis that current state law places a difficult limtation
on second class boroughs wth regard to spending funds for
econon ¢ devel opnent. Presently, second class boroughs may only
use funds for econom c devel opnent on a nonareaw de basis. Thus
FNSB nay only expend econom ¢ devel opnent funds outside the city
limts of Fairbanks and North Pol e.

REPRESENTATI VE HOLM expl ai ned, however, that the borough nust be
able to provide for nonareawi de econom c devel opnent, because

devel opnent in any part of the comunity will ultimtely benefit
the rest of the community. He suggested that this |egislation,
requested by the city and borough of Fairbanks, wll expand

econom ¢ devel opnent for all of Interior Al aska. He pointed out
that HB 126 also affects the follow ng boroughs, allowing them
to do areaw de econom c devel opnent w thout an encunbrance from
having two entities that aren't able to work together:
Al eutians East Borough, Bristol Bay Borough, Kenai Peninsula
Bor ough, Ketchi kan Gateway Borough, Kodiak Island Borough, and
Mat anuska- Susi t na Bor ough.

REPRESENTATI VE HOLM noted that in commttee packets were letters
[or resolutions] in support from the Gty of North Pole; the
City of Fairbanks; the Al aska Muinicipal League; the Fairbanks
North Star Borough assenbly, wth his own nane |I|isted; the
G eater Fairbanks Chanber of Comrerce; and the Fairbanks
Econom ¢ Devel opnent Cor porati on.

Nunber 0313
REPRESENTATI VE CRAWFORD requested an exanple of how this would

wor K. He asked whether taxes from Ester, for exanple, would be
spent in another part of the borough.
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REPRESENTATI VE HOLM said the Fairbanks North Star Borough, for

i nstance, sets the taxing for all the area: "the City of North
Pole, the Gty of Fairbanks, and all of the areas that are not
within an established city environnment." State |aw says taxes

taken within the Gty of Fairbanks cannot be used for areaw de
services for the borough as a whole, to his understanding. This
bill gives the ability to use taxes from the Gty of Fairbanks
in that way to i nprove econom ¢ devel opnent [ nonareaw de].

REPRESENTATI VE CRAWFORD surm sed that the reverse wouldn't be
true, and that taxes wouldn't be taken outside the city [for use
in the city].

REPRESENTATI VE HOLM answered, "You could. In this case, you
could do both ways." He suggested that David Leone from FNSB
m ght be able to speak to that.

Nunber 0449
CHAIR HEINZE asked whether Representative Holm knew the
reasoning behind the inability to use such noney for economc

devel opment within the borough in the first place.

REPRESENTATI VE HOLM said he didn't know and suggested others

could better address that. He surm sed, however, that it was so
people wouldn't be taxed and then have those taxes be used
outside the service area. He noted that people choose to tax

thensel ves in service areas for snow renoval, for exanple, and
normal ly there isn't the ability to tax one service area for use

in another area. In his borough, for exanple, every service
area has a different mll rate; because [residents of different
areas] choose to have different mll|l rates, there is a need to

be careful about using that noney inappropriately.
Nunmber 0536

REPRESENTATI VE MGUJI RE asked whether this is only for second
cl ass boroughs.

REPRESENTATI VE HOLM answered in the affirmati ve.

REPRESENTATI VE McGUI RE asked whether a first class borough my
do this already.

REPRESENTATI VE HOLM sai d yes, to his understandi ng.

Number 0574

HOUSE EDT COW TTEE -4- March 10, 2003



DAVID LEONE, Special Assistant to the Mayor, Fairbanks North
Star Borough, expressed appreciation to Representative Holm for
sponsoring the bill. He noted the difficulty of using noney
received froma nonareawi de tax - outside the city limts of the
Cty of Fairbanks or the City of North Pole - in a nonareaw de
capacity w thout "touching areaw de econonm c devel opnent."” He
suggested the goal is to clean up [previous] legislation that
didn't have the intention of creating such a problemwth regard
to econom c devel opnent, and he proposed that this bill does an
excellent job of doing so. Thus the source of funding for
econom ¢ devel opnent that crosses the boundaries of "areaw de
and nonareawi de" won't be as inportant as the outcone of the use
of those funds - for the entire borough, including the
municipalities within the borough.

Nunmber 0667

REPRESENTATI VE CRAWORD requested an exanple of economc
devel opment for which taxes would be taken from one area for use
i n anot her.

MR. LEONE cited tourism as an exanple. He said there is
nonareawi de tax that the borough charges that it would like to
see used for tourism which affects nore than the nonareaw de
portion of the borough, since it has inpacts on the Cty of
Fai rbanks and the Gty of North Pole. He nentioned the ability
to [commingle] the dollars froma bed tax within the city limts
and the dollars comng from an econom c devel opnent tax or bed
tax within the borough to provide "an areaw de inpact for
tourism" Wth this bill, the borough no |onger would have to
worry about where any particular dollar was being used for
tourisminpacts; it renoves that conplexity.

Nunmber 0789

REPRESENTATI VE CRAWFORD asked whether M. Leone was talking
about advertisenent, for exanple.

MR. LEONE replied:

Last fiscal year - and, | Dbelieve, wupcomng this
fiscal year - the Fairbanks North Star Borough has
granted funding to the Fairbanks Convention and
Visitors Bureau in their efforts to pronote not just
the Cty of Fairbanks and the Cty of North Pole, but
also the entire borough, as well as even the Interior
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of Al aska. And, of course, that noney was used for

adverti sing: panmphl ets, brochures, television ads,
radi o ads. It was used to kind of entice folks
from Europe to conme here - special airline package

deal s, those kind of things.

Under current law, 1if the borough gave Fairbanks
Convention and Visitors Bureau a thousand dollars
towards its effort, that noney theoretically would
have to be spent only on their advertising and
pronotion that only inpacted outside of +the city
limts of Fairbanks and North Pole. And that becones

so difficult. When a brochure is handed to a tourist
in Chicago, ... it's advertising and pronoting the
Fai rbanks North Star Borough-Interior Al aska site

for tourism So that's how this |egislative change

would allow us to not have to worry about that
m ngling of dollars, but, rather, |look at the positive
i npact of whatever econom c devel opnent effort we're
after.

Nunmber 0893

REPRESENTATI VE CRAWFCORD said it sounds as if the desire is to
use these tax dollars to pronote tourism He asked whether this
[bill] should be limted to that specific purpose or should be
| eft broad.

MR. LEONE strongly recommended |eaving it broad. He offered
ot her exanpl es: marketing for the airport to be able to bring
additional airlines in, whether for tourism or cargo; expansion
of the petroleum industry; and col d-weather testing. He said
the funds would be used for anything that helps develop the
econony. Limting this to tourism would be detrinental to the
econom c efforts and "woul dn't solve our problens,"” he added.

Number 0958

REPRESENTATI VE McGUI RE pointed out that this would provide a
| ocal option because it says "may". There still wll have to be
debate anobng comunity nenbers and a vote, she suggested.

MR. LEONE concurred, saying "may" is fine, and that |ocal
di scussions need to occur on an ongoing basis. He reiterated
the desire of Fairbanks to do this.

Number 1038
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PATRI CK  COLE, Adm nistrative Services Director, Cty of
Fai rbanks, testified in support of HB 126, noting that Myor
Steve Thonpson was unavail able and that he was speaking in his
pl ace. Reporting that the city council also endorses [HB 126],
he referred to tal ks over the past year between the borough and
the city about how the borough can have nore flexibility wth
regard to econom c devel opnent. He said [AS 29.35.210(a)(8),
repealed by the bill] provides that a second class borough can
only provide for econom c devel opnent on a nonareaw de basis -
that is, outside of North Pol e and Fairbanks.

MR. COLE noted that powers can be provided nonareaw de for
anbul ance service, trash collection, and street cleaning, for
exanpl e. He then told nmenbers that anything done to help the
econony helps the entire econony. He offered his belief that
HB 126 will fix the problem since it anends AS 29.35.010 to
provide that all boroughs have this power, if they wsh, to
pronote econom ¢ devel opnment. He said it cleans up AS 29. 35.010
and AS 29.35.210 to reflect the change.

MR, COLE recalled that [AS 29.35.]210 was anended about two
years ago to allow bed-tax revenues to be used for pronoting
touri sm marketi ng. He said that was only part of the problem
t hough, and that this bill fixes the problem and would allow
both the city and borough to spend noney for airport marketing
and industry, regardless of where in the borough or city the
activity occurred. He thanked Representative Holm for
sponsoring the bill.

Nunber 1144

CH CK WALLACE, Menber, Executive Conmittee, Fairbanks Econom c
Devel opnent Corporation, testified in support of HB 126, saying
it cleans up the way noney 1is allocated for economc
devel opnent . As it stands now, funds cannot be [conm ngled]:
those funds collected in the borough cannot be used in the city,
and vice versa.

CHAI R HElI NZE asked whether M. Wallace knew of anyone who was
opposed to this bill.

MR. WALLACE said he thought everyone was 100 percent for it.

Nunber 1214
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SARAH G LBERTSON, Al aska Municipal League (AM), noting that
Kevin Ritchie [executive director] was out of town, inforned
menbers that she was speaking in his place. She explained that
typically AM. would hand this Ilegislation to one of its
| egislative conmttees for review, but that the appropriate
| egi sl ative commttee wouldn't be able to neet until March 24.
She said the foll ow ng:

But having looked at this legislation and heard the

testinmony, | believe that this is sonething that that
commttee would definitely support, for a nunber of
reasons. One, the AM. policy statenent supports
econonmi ¢ devel opnment and anything that would drive
econonm ¢ devel opnent in the state of Al aska. Second
of all, we  support anything that would give

municipalities and |ocal governnents nore optional
powers, nore authority to |ocal governnents. And so,
for those reasons, | think this is sonething that that
commttee - and definitely AML - woul d support.

REPRESENTATI VE KOHRI NG | auded the concept in the bill of placing
the authority at the local |evel. He questioned why the state
had that authority to begin wth.

Number 1290

REPRESENTATI VE KOHRI NG noved to report HB 126 out of committee
wi th individual recomrendati ons and the acconpanying zero fisca
not e.

CHAI R HElI NZE announced that HB 126 was reported from the House
Special Committee on Econom c Devel opnent, International Trade
and Tourism

ADJ OURNMVENT
Nunber 1310
CHAIR HEINZE called an at-ease at 5:31 in order to prepare for
the overview on the |Institute of the North by Dr. John

Ti chot sky. [For mnutes on the overview, see the 5:36 p.m
m nutes for this date.]
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