HOUSE FI NANCE COWM TTEE
April 23, 2004
8:42 A M

TAPE HFC 04 — 95, Side A
TAPE HFC 04 - 95, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 8:42 A M

VEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative Kevin Meyer, Vice-Chair
Representative M ke Chenaul t
Representative Eric Croft

Representati ve Hugh Fate
Representative Ri chard Foster
Representative M ke Hawker

Represent ati ve Reggi e Joul e
Representative Carl Mses
Representative Bill Stoltze

VEMBERS ABSENT

None
ALSO PRESENT

Representative Ral ph Samuels; Representative Samuels Rick
Eckert, Homer Electric Association; Ben Milligan, Staff to
Representative Stoltze; Pete Ecklund, Staff to Co-Chair
WIIlians

PRESENT VI A TELECONFERENCE

Steve VanSant, State Assessor, Division of Conmmunity
Advocacy, Departnent of Community & Econom c Devel opnent,
Anchorage; Jeff Judd, D rector of Operations, Cook Inlet
Housing Authority; Howard Levi ne; Ri ck Eckert, Homer
El ectric Association.

SUMVARY

HB 515 An Act relating to the regulation of municipal
water and sewer utilities not in conpetition with
ot her water and sewer utilities.

HB 515 was REPORTED out of Commttee wth

i ndi vidual recommendations and with two previously
publ i shed fiscal inpact notes.
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HB 241 An Act relating to optional exenptions from
muni ci pal property taxes on residential property.

CSHB 241(FIN) was REPORTED out of Committee with a
"do pass" recommendation and with two previously
publ i shed fiscal inpact notes.

HB 366 An Act relating to rat racing charitable gam ng;
and providing for an effective date.

CSHB 366( FIN) was REPORTED out of Commttee wth
i ndi vidual recommendati ons and with one previously
publ i shed fiscal inpact note.

HB 453 "An Act exenpting fromregul ation under the Al aska
Publ i c Uilities Regul at ory Act whol esal e
agreenents for the sale of power by joint action
agenci es and contracts rel ated to t hose
agreenents, and joint action agencies conposed of
public wutilities of political subdivisions and
utilities organized wunder the Electric and
Tel ephone Cooperative Act."

HB 453 was heard and HELD in Commttee for further
consi derati on.

HB 338 An Act relating to attendance at public school
and providing for an effective date.

CSHB 338(HES) was REPORTED out of Committee with a
"do pass" recommendation and with one previously
publ i shed fiscal inpact note.

#HB515
HOUSE BILL NO. 515

An Act relating to the regulation of mnunicipal
water and sewer utilities not in conpetition with
ot her water and sewer utilities.

Representative Foster MOWED to report HB 515 out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

Representative Stoltze voiced a brief objection, noting that
he had raised sone concerns wth the Regulatory Conmi ssion
of Al aska, but he stated that he would bring those to the
House Floor. He renoved his objection.

There being NO OBJECTION, it was so ordered.
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HB 515 was REPORTED out of Conmttee wth individual
recommendations and with two previously published fiscal
i npact notes.

#HB453

HOUSE BILL NO 453

An Act exenpting from regulation under the Al aska
Public Utilities Regulatory Act wholesale agreenents
for the sale of power by joint action agencies and
contracts related to those agreenents, and joint action
agencies conposed of public utilities of political
subdi visions and utilities organi zed under the Electric
and Tel ephone Cooperative Act.

Co-Chair WIllianms noted that testinony on HB 453 had been
taken previously and that it was his intention to hear and
hold the bill today.

Co-Chair WIlianms asked M. Eckert if he had been asked to
be part of the joint action agencies (JAA) program

RI CK ECKERT, HOVER ELECTRI C ASSOCI ATION, replied that he
believed a JAA is being negotiated between Chugach ol den
Val l ey Electric Association (CGVEA) and Anchorage Minicipa
Light & Power, and the group did not extend a fornal
invitation to Homer Electric Association (HEA) to becone a
menber .

Co-Chair WIlIlians asked M. Eckert to present his views on
the bill.

M. Eckert stated that the HEA is opposed to HB 453. Its
primary concern is the governance of the cost of whol esale
power for its nmenbers. The HEA currently purchases its power
from the CGVEA through its generation and transm ssion
subsidiary, Alaska Electric & Energy Cooperative. The
contract wth Chugach wll expire in 2013.

M. Eckert explained that in a recent case before the
Regul atory Comm ssion of Al aska, CGVEA asked for a
ratemaking nethod that had not been wused by electric
cooperatives involved in the proceeding. The CGVEA al so
requested a substantial increase in the profit margin that
HEA would pay to CGVEA, above the cost of operations and
mai nt enance of the facilities. The request applied to NEA
in Seward as well. The HEA, Mat-Su Electric Association
(MEA) and Seward opposed this request and the Conm ssion
ruled in their favor followi ng the precedent established in
| at e 1980s.

M. Eckert stated that CGVEA inforned its nenbers that the
rest of its menbers now subsidize HEA, NEA and Seward, and
HEA becane concerned over the use of the undefined
possibilities in HB 453. The Rail belt energy needs are best
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provided by a joint effort. The Railbelt is a relatively
small  market. New projects providing power are easily
identified and limted in nunber.

M. Eckert expressed concern that if the bill passed, the
| argest utilities would have the ability to control the best
projects w thout Regulatory Comm ssion of Alaska oversight.
The HEA does not have to join a JAAif the participation is
not satisfactory, and it would | ook for power fromthat JAA
at a negotiated price. If a JAA is not regulated, a JAA
menber that HEA purchases power from will charge based on
what the JAA charges it. The Regul atory Conm ssion of Al aska
will have ability to review the whol esal e agreenment between
the JAA nenber and the HEA, but would have no ability to
review or regulate the agreenent between the JAA and its
menber. M. Eckert noted that the HEA could create its own
sources of power and it is driven by the incentive to
produce the | owest cost for its nenbers rather than profits
for stockholders. The HEA believes that exenption from
regul ation should be requested for a specific project and
its econom c participants. Exenption should only happen when
a unified systemoperation by the utilities is denonstrated.

Representative Stoltze asked if the crux of the bill is
renmoval of Regulatory Comm ssion of Alaska oversight on
consuner protection due to its decisions in favor of the
consuner. He pointed out that the HEA is a consuner.

M. Eckert said that HB 453 is a significant result of
Chugach Electric Association’s concern over the Regulatory
Comm ssion of Alaska ruling in the rate case he referred to
earlier. He explained that the HEA, Mat-Su Electric
Association, and the Cty of Seward represent 50,000 to
60, 000 consuners of power through whol esale power
agreenents. Their rate is cost-plus and there is limted
ability to affect that cost, so the Regul atory Conm ssion of
Al aska has becone its only advocate.

Representative Stoltze asked if the bill would renove an
inportant elenent of current consumer protection. M.
Eckert affirmed that it is the Honer Electric Association' s
concern.

Representative Croft asked for clarification of whether the
Regul at ory Comm ssion of Al aska would retain jurisdiction to
determne the nerits of an initial whol esal e power contract
within the JAA at a later date. M. Eckert said that if the
bill passed, the Regulatory Conm ssion of Alaska could not
nodi fy the internal agreenents of the JAA

Representative Croft asked if the Regulatory Conmm ssion of

Al aska coul d take another nunber as the all owable rate base
rather than the agreed contract within the JAA M. Eckert
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answered that the Regulatory Comm ssion of Alaska could do
that, and he discussed its review

Representative Croft asked if the Regulatory Comm ssion of
Al aska woul d have | egal authority but practical difficulties
| ater on. M. Eckert agreed that there would be practical
difficulties.

Vi ce-Chair Meyer began chairing the neeting and noted that
Co-Chair WIllians requested to hold HB 453. He stated that
testi nony woul d be postponed until this afternoon’s hearing.

Representative Heinze pointed out that she had worked wth
M. Eckert and she anmended the bill at his request. She had
i nvol ved several electrical associations in the effort to
craft a good bill

Representative Hawker noted a letter in the HB 453 packet in
opposition to the bill that contains his typewitten nane
but not his signature. He stressed that he did not endorse
the letter, saying that he had requested the carrier renove
his name prior to being entered into the record. He asked
that the letter be expunged from the record until his nane
was renoved. Representative Hawker pointed out that he is on
record having made no commitnent on the bill

M. Eckert comented that the Homer Electric Association
still opposes the  bill after the drafting change
Representati ve Hei nze nade reference to.

HB 453 was heard and HELD in Committee for further
consi derati on.

#HB338
HOUSE BI LL NO._ 338

An Act relating to attendance at public school; and
providing for an effective date.

Representative Chenault MOVED to report CSHB 338(HES) out of
Comm ttee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CSHB 338( HES) was REPORTED out of Committee with a "do pass”
recoomendation and wth one previously published fiscal
i npact note.

#HB241
HOUSE BI LL NO._ 241

An Act relating to optional exenptions from nunicipa
property taxes on residential property.
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Representative Chenault MOVED to ADOPT Wrk Draft #23-
LS0851, Version S, Cook, dated 4/22/04. There being NO
OBJECTIQN, it was so ordered.

REPRESENTATI VE M KE CHENAULT, SPONSOR, expl ai ned that HB 241
contains three different provisions. The first provision in
Section 1 gives municipalities the option to provide an
exenption of wup to $25 thousand on residential property
taxes. This nmust be done by ordinance wthin a nmunicipality.
Currently, five nunicipalities take advantage of a $10
t housand tax exenption, and this bill would provide an
option of increasing it to $25 thousand. The five
municipalities are Bristol Bay Borough, Kenai Peninsula
Bor ough, Fairbanks North Star Borough, North Slope Borough
and the Gty of Valdez.

Representative Chenault said that Section 2 deals wth
municipalities’ ability by ordinance to partially or totally
exenpt all types of deteriorated property fromtaxation. The
properties would be exenpt only if located within a city
center or an urban center identified in a conprehensive
pl an.

Representative Chenault noted that he has an Anmendnent #1
relating to the third section of +the bill. The bil
currently reads that a municipality could exenpt within its
boundaries up to $10 thousand of the assessed value for
property owned and occupied in a high crinme area by a |aw
enforcenent officer.

Representative Stoltze asked the protections for a property
owner who has to pay the insurance rates in a high crine
area. Representative Chenault noted that it is not his
section of the “catch-all bill.” He explained the wording
change in Anendnent #1 renoving a high crinme area because of
concern that the termnology would lead to insurance rate
i ncreases. The |anguage was changed to “an eligible” area
and a subsection in Amendnent #1 deals with an eligible
ar ea.

REPRESENTATI VE RALPH SAMUJELS spoke to Section 2 giving
municipalities the choice to offer tax rebates as additi onal
options in financing nechanisns to inplenent their town
centers. The language is straightforward and gives the mayor
and the assenbly | eeway to nove forward with a town pl an.

STEVE VANSANT, STATE ASSESSOR, DVISION OF COWUN TY
ADVOCACY, DEPARTMENT OF COMWUNITY & ECONOM C DEVELOPMENT,
VI A TELECONFERENCE, ANCHORAGE, discussed that the State
assessors found Section 2 of the Wrk Draft confusing
because it appears to give tw different exenptions. The
primary change seens to extend the exenption to ten years.
If that were true, he suggested that the first sentence be
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entirely renoved, and to replace the words “five years” with
words “ten years” on line 9.

M. Vansant agreed with all the other changes. He supported
the change in Section 3 regarding the high crinme area
because it could have increased insurance premuns and
decreased the values in that area.

HOMRD LEVINE, VIA TELECONFERENCE, stated that the bil
would be a catalyst for redevelopnent. Changing the tax
abatenent period from five to ten years wuld allow
devel opers and property owners to invest capital into prine
redevel opnent areas that would otherwi se be too costly to
devel op. This unique comunity revitalization would not be
possi bl e without the additional tax abatenent.

JEFF JUDD, DI RECTOR OF OPERATIONS, COOK |INLET HOUSING
AUTHORI TY, VIA TELECONFERENCE stated that the regional
nonprofit strongly supports the provisions of the bill,
especially the ability for local nunicipalities to abate
property taxes for deteriorated property for up to ten
years. This would pronote  urban revitalization in
underutilized, deteriorated property. The anendnment woul d be
beneficial to the efforts of |ocal governnent, profit or
nonprofit organizations to revitalize these areas. He said
that these revitalization efforts are extrenely cost
prohi bitive w thout substantial State support, wth the end
result generally that quality devel opnent cannot take pl ace.
The wultimte long-term gain is in assessed values and
property taxes. The bill is about econom c devel opnent and
creating healthy neighborhoods and M. Judd strongly
reconmmended its passage.

PETE ECKLUND, STAFF TO REPRESENTATIVE WLLIAMS, referred to
the 3-page fiscal note to the original bill, FN #3. He
explained that the estimated revenues diverted from the
State CGeneral Fund to nunicipalities could be up to $1.6
mllion under the original bill. The revised fiscal note
whi ch hasn’t been received yet, should change the figure to
about $589 t housand.

Representative Croft referred to the suggestion to anend
Section 2. He asked M. Judd if deleting the first sentence
and changing the “five” to “ten,” on page 2, line 24 would
carry any collateral problens. M. Judd did not believe
there woul d be negative consequence to the suggestion by the
State Assessor to anend line 6. The first sentence in
Section 2 targets the additional abatenment period to
deteriorated properties specifically |ocated within an urban
center identified in a conprehensive plan or other docunent
adopted by a municipality. However, he said that it would
open up the ten-year abatenent period for any deteriorated
property not specifically located within the town center.
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Representative Croft agreed that Section 2 appears to give
two separate and distinct exenptions. He asked if it was
intended to be two different ones. M. Judd said the intent
was to distinguish the period of abatenment possibility for
properties either inside or outside of a city center
identified in a conprehensive plan. He was not opposed to
deleting the first sentence if it didn't dimnish the bill’s
support by local governnents. Changing fromfive to ten in
the current law wouldn’t deteriorate |ocal governnents’
ability to revitalize deteriorated sites but he questioned
if local governnments would support the bill if it were
opened to any deteriorated property within or outside the
city center.

Representative Chenault MOVED to ADOPT Anended Anendnent #1
wi th conform ng changes as follows: “Page 3, line 2: Anmend
bill section 3 to read:” [Page 1, line 11 to page 2, line
4: Anmend bill section 2 to read:]

There being NO OBJECTION, the Anmended Anendnent #1 was
adopt ed.

Sec. 2. AS 29.45.050 is anended by adding a new subsection
to read:

(s) Anmunicipality may by ordi nance designhate an area within
its boundaries as

HGH CRIME] an eligible area and exenpt from taxation an
anobunt not to exceed $10,000 of the assessed value of rea
property within the area that is owned and occupied as a
per manent place of abode by a |aw enforcenent officer. The
ordinance nust include a definition of “law enforcenment
officer.” Anunicipality that adopts an ordi nance under this
subsection may not request state funds to cover any
muni ci pal budget shortfall caused by the ordinance. In this
subsection, “eligible area” neans an area wthin the
nmunicipality that would be eligible for designation as an
ur ban enpowernent zone under the urban enpowernent zones
program of the federal departnent of housing and urban
devel opnent, as a HUB zone under the HUB zone enpower nent
program of the federal small business adnnistration, a
nei ghborhood revitalization area as designated by the
federal departnent of housing and urban devel opnent or as an
el i gi bl e nei ghborhood under the weed and seed program of the
federal departnent of justice, whether or not the area is
actually so designated, or an area within the nunicipality
with a statistically higher occurrence of crine than other
areas of the nunicipality.

Representative Croft proposed a conceptual Anendnent #2 that
would delete the first sentence on page 1, lines 13-14,
del ete | anguage on page 2, lines 1-3 and part of line 4 up
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to “municipality,” and add the word “ten” instead of “five”
on page 2, |line 24.

There being NO OBJECTION, conceptual Anmendnment #2 was
adopt ed.

TAPE HFC 04 - 95, Side B

Representative Foster MOVED to report CSHB 241(FIN) out of
Comm ttee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered

CSHB 241(FIN) was REPORTED out of Committee with a "do pass”
recoomendation and wth two previously published fiscal
i npact notes.

The neeting was recessed at 9:33 A M

TAPE HFC 04-96, Side A

House Finance Committee reconvened at 10:11 A M wth Vice-
Chair Meyer chairing the neeting. Al nenbers were present
with the exception of Co-Chair WIllians and Co-Chair Harris.

#HB366
HOUSE BILL NO._ 366

An Act relating to rat racing charitable gamng; and
providing for an effective date.

Representative Stoltze MOVED to ADOPT Wrk Draft Version H
There being NO OBJECTION, it was so ordered.

BEN MULLI GAN, STAFF TO REPRESENTATIVE STOLTZE, expl ained
that the intent of the Commttee Substitute is to include
only charitable gam ng in existence before Nov. 1, 2002, and
it would not allow new forns of gamng. It is for nonprofit
groups that supply noney toward charities.

Representative Fate referred to the definition of aninal
classics, and asked if there are other games using rats or
gerbils. M. Milligan said that he was not aware of any

ot her ganes. Both Palnmer and the Tanana Fair have rat
raci ng.

Representative Fate asked if this bill would provide for a
new animal classic gane. Representative Stoltze replied
that the intent of the bill is a narrow focus allow ng

continuation of events having an historic precedent and to
limt gam ng and ganbling to charitabl e operations.

Representative Fate asked if a true rat race would be
illegal under this bill. Representative Stoltze replied that
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it would have to be handled on a case-by-case basis as
| egi sl ative policymakers. He expressed that the Legislature
has a duty to ensure that big | oopholes are not created and
that the gamng activities are controlled by the Departnent
of Revenue. By keeping the focus narrow, that goal would be
acconpl i shed.

Representative Fate expressed concern that there could be
ot her gam ng events but agreed that the bill seens narrowy
wor ded.

Representative Joule commented on having a gam ng conmi ssion
versus | egislative control

Representative Croft understood why it was narrowy drafted
but asked if a separate statutory change woul d be needed for
each gane ot her than manure-rel ated ganes.

Representative Stoltze thought it was a good point, but the
Departnent of Revenue (DOR) wouldn’'t be able to control the
activities if the bill was too broadly crafted.

Representative Croft noved to enter a photograph into the
record.

Representative Stoltze MOVED to ADOPT Anendnent #1. Several
OBJECTI ONS wer e voi ced sinmul taneously.

Amendnent #1 reads:

Page 2, line 19
Delete “a”

Page 2, line 19 follow ng “chicken” insert nanure

Representative Joul e and Representative Croft both asked how
(b) woul d read.

Representative Stoltze explained on page 2, line 19, (b)
woul d read: “concerning an activity involving chicken manure
and a nunbered or lettered grid.”

Representative Chenault renoved his objection. Anmendnent #1
was adopt ed.

Representative Stoltze MOVED to report CSHB 366(FIN) out of
Commttee with individual recommendations the acconpanying
fiscal note. There being NO OBJECTION, it was so ordered.

CSHB 366( FIN) was REPORTED out of Commttee with individua
recommendations and with one previously published fiscal
i npact note.

#
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ADJ QURNVENT

The neeting was adjourned at 10:23 a.m
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