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CHAIR THOVAS WAGONER called the Senate Conmunity and Regional
Affairs Standing Cormmittee neeting to order at 2:07 p.m Present
were Senators Gary Stevens, GCeorgianna Lincoln Kim Elton and
Chai r Thomas Wagoner.

The first order of business to cone before the commttee was SB
183.

#SB 183
SB 183- MUNI Cl PAL  ECONOM C DEVEL OPMENT

BRI AN HOVE, aide to bill sponsor Senator Ral ph Seekins, read the
following into the record:

Current state law places a limtation on second-cl ass

boroughs with respect to expending funds designated
for econom c devel opnent purposes.
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Presently, second-class boroughs may only use these
funds on a non-areawi de basis. This neans that the
Fai rbanks North Star Borough can only deploy these
funds on projects |located outside the city limts of
Fai r banks and North Pol e.

It is desirable for the Borough to have the ability to
utilize economc developnent funds on an areaw de
basis. In this way, worthy projects can be funded
irrespective of their location - within, or wthout,
muni ci pal boundaries — so long as the project remains
within the greater Borough boundary. Such projects
wil | benefit the entire Borough community while
physi cal |ocation, whether within city boundaries or
not, is considered immuaterial to this greater good.

This legislation is proposed at the request of the
Fai rbanks North Star Borough as well as the Cities of
Fai rbanks and North Pole. In summary, it wll
facilitate the devel opnent of economcally attractive
projects throughout the entire Fairbanks North Star
Bor ough wi t hout regard to i nt ernal muni ci pa
boundaries. Senate Bill 183's conpanion is HB 126.

SENATOR GARY STEVENS asked becoming a first-class borough would
entail.

MR HOVE replied it mght require other changes that weren't
pal atable to people living in the Fairbanks area.

SENATOR GARY STEVENS remarked it would be interesting to know
what the differences entail.

MR. HOVE advised M. Leone mght be better equipped to answer
t he question.

SENATOR KIM ELTON said his thoughts ran along the sane |ine as
Senator Stevens’. He also noted that in the |ast several nonths
the Local Boundary  Conmi ssion (LBC) has addressed the
organi zation of part of the Unorganized Borough and the CGovernor
and sone |egislators have spoken about consolidation of school
districts.

SB 183 is one approach to the Fairbanks goal and another is to
consol i date governnent functions in the same way as is discussed
in the Unorganized Borough or wth school districts. The first
approach is counter-intuitive to nuch of the information
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presented by the LBC in their Unorganized Borough Report. He
asked whet her consolidation mght not be a better goal so such
i ssues don’'t have to be addressed one at a tine.

MR. HOVE replied it is his understanding that various proposals
have been put forth to consolidate but they were net wth
resi stance. He continued, “In this particular instance, | don't
think that they should be stopped or prevented from pursuing
this worthy endeavor here sinply because we don’'t want to go
from second to first [class borough] or do sone of those other
things like you re suggesting.”

SENATOR ELTON remarked this would be an accomobdation for an
urban community that wants to acconplish a bit nmore than they
are able to under the current type of governnent, but at the
sane tine the Adm nistration and sonme |legislators aren't wlling
to accede to the wishes of |Iocal communities |ike Petersburg and
Wangell or Skagway. Legislators are put in the awkward position
of favoring one and not the other.

MR. HOVE stated he had his hands full wunderstanding the issues
in the Fairbanks area and isn’'t famliar with the exanples cited
and couldn’t speak to the conparison

MARY JACKSON, staff to Senator Wagoner and the conmttee,
responded to Senator Elton’s concern and explained the two
dynamics are legally separate. She said, the Skagway issue and
whether it does or does not beconme a borough is a function of
the constitutionally established LBC and, “you really don’'t have
anyt hing you can do about them You do have some things you can
do about the authorities you give to first-class, second-class
boroughs and cities.” The sponsor is trying to put an economc
program in place for the borough that enconpasses the Fairbanks
North Pol e area.

She expl ained commttee substitute \H Cook 4/29/03 addresses the
uni nt ended consequence of disrupting all second-class boroughs.
The bill was intended to acconmpdate the Fairbanks North Star
Borough and doesn’t necessarily fit the needs or w shes of any
ot her borough. All cities under a second-class borough currently
are able to have econom c devel opnment powers if they choose.
However, if current |anguage were adopted to give second-class
boroughs econom c devel opnent authority, then all the cities
under the borough would have to abdicate that authority. Even
t hough Fairbanks wants to do so, it was not the sponsor’s intent
that all cities under a second-class borough be required to do
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so. The proposed CS is to acconmodate the issue of Fairbanks by
establishing a popul ation threshold of 80, 000.

SENATOR GARY STEVENS remarked this was an interesting point and
the inplications of such a change would need careful
exam nati on

M5. JACKSON replied this was an unintended consequence and the
concern is legitimate. A second-class borough has chosen to have
fewer authorities. In this case, one of those boroughs wants
nore and this is a nechanismto provide for that. That is |oca
authority and local autonony and |ocal power. Senator Wgoner
believes this is reasonable and that is the reason for the CS.
To have this automatically happen to all second-class boroughs
isn’t |ocal autonony.

SENATOR GARY STEVENS asked how conplicated it would be for
Fai rbanks to beconme a first-class borough.

M5. JACKSON advised first-class borough powers are outlined in
Section 29.35.200 and second-class borough powers are outlined
in Section 29.35.210 copies of which were attached to the CS. To
go from a second-class borough to a first-class borough requires
a vote of the people to authorize adoption of the powers |isted.

SENATOR GARY STEVENS asked if the voters could select the powers
t hey want ed.

M5. JACKSON told him they could, but there were sone required
powers as outlined in Title 29 such as schools and elections
Home rule is the ultimate flexible municipal structure because
it allows a choice of powers and provi des the nost options.

SENATOR ELTON said he was returning to the philosophica
orientation that appears to be driving the discussion on
consolidation of school districts or organizing a portion of the
Unorgani zed Borough. Fairbanks wants the statutes anended to
affect only second-class boroughs that have popul ations over
80,000. If the philosophy that consolidation is good and
duplication of governnent services is bad and therefore fewer
school districts are needed then SB 183 goes against that
phi | osophy. This provides an accommodati on that nakes it easier
to cone to a decision not to consolidate.

M5. JACKSON replied this would help Fairbanks to go forward and

assune anot her power even though they don’t want to assune all
the powers of a first-class borough. It is a consolidation
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because the cities would have the powers consolidated in the
boroughs. She described this as an aid in the evolutionary
process toward a first class borough.

SENATOR ELTON said he’d be the first to argue there ought to be
| ocal options to acconmobdate governnment that is closest to the
people. That principle would be applied in SB 183, but not in
t he requests regarding certain borough formation.

M5. JACKSON said she wouldn't disagree, but it goes back to
| egi sl ative jurisdiction. The Honer annexati on became
contentious because of the limted authority the Legislature has
in that regard.

SENATOR ELTON replied the Legislature is exercising its
preference in SCR 12 by highlighting four areas of the state for
bor ough formati on.

M5. JACKSON noted those listening online didn't have a copy of
the proposed CS and asked the Chair whether he would like her to
speak to it.

CHAIR WAGONER asked for a notion to adopt the proposed CS for
di scussi on purposes.

SENATOR ELTON nade a notion to adopt CS Wrk Draft \H dated
4/ 29/ 03 for discussion. There being no objection, it was so
or der ed.

M5. JACKSON expl ai ned the CS acconplishes the follow ng:

* Revises the title to reflect only certain second-class
boroughs rather than all nunicipalities.

* Amends statutes regar di ng second- cl ass bor oughs AS
29.35.210(d) by specifying econom c devel opnent authority
for those with a popul ation of nore than 80, 000.

* Deletes previous statute anmendnent that provided for
econoni ¢ devel opnent authority for all municipalities.

e Deletes previous repealer of AS 29.35.210(a)(8) that was
specific to econom c developnent. (This required second-
class boroughs to provide the service only on a non-
areawi de basis.)

She also pointed out the list of <cities wthin organized
boroughs that may or may not be inpacted.
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SENATOR GARY STEVENS asked if Fairbanks and Anchorage were the
only cities with popul ati ons greater than 80, 000.

MS. JACKSON said that was correct.

SENATOR ELTON asked what the population is in the Mt-Su
bor ough.

M5. JACKSON i nformed himthe popul ation is 65, 241.

SENATOR ELTON noted this would apply to the Mat-Su borough if
they continue to grow.

V5. JACKSON agreed.

She recapped saying the net result is that second-class boroughs
wi th popul ations that exceed 80,000 nay provide for economc
devel opment that benefits the borough on an areaw de basis.
Section 1 provides the authorization for the funds to be
expended.

SENATOR GARY STEVENS asked what the current population is in
Fai r banks.

M5. JACKSON replied the Fairbanks popul ation is 84, 791.
SENATOR ELTON asked how t hey handl e econom ¢ devel opnent.

M5. JACKSON said every entity takes a slightly different
approach. Kenai Peninsula has an econonm c devel opnent district
(ARDOR) and the borough and all municipalities are nenbers. The
ARDCR acts as the overall econom c devel opnent planner for the
second-cl ass Kenai Peninsula Borough. It is her understanding
that, in Fairbanks, the ARDORs and nunicipalities agree this is
a good way to do busi ness.

SENATOR ELTON asked whether a nunicipality could change their
m nd wi thout requesting an anmendnent to the statutes.

M5. JACKSON said she didn't think so.

SENATOR GEORG ANNA LI NCOLN asked why Fairbanks wouldn’t elect a
honme rul e form of governnent to acconplish the sane thing.

M5. JACKSON replied that mght be a lengthy, arduous and

possi bly contentious undertaking. They would need to appoint a
hone rule charter group and spend up to 24 nonths fornulating a
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charter. Public hearings would subsequently be held and
ultimately the charter woul d be voted upon.

SENATOR LI NCOLN asked if that was an option.

M5. JACKSON said it was; they could opt for hone rule or first-
cl ass borough, but they probably wouldn’'t be able to unify |ike
Juneau or Anchorage.

SENATOR LI NCOLN asked if econom c devel opnent in Fairbanks had
to be outside the municipality.

M5. JACKSON replied the borough is responsible for non-areaw de
authority so the borough can undertake econonm c devel opnent
functions within the borough, but outside the two municipalities
of North Pol e and Fai rbanks.

SENATOR LI NCOLN t hen asked about areas such as Ester or Fox. She
guestioned how they would be protected or represented because
they are part of the borough, but nay not have a presence on the
assenbl y.

M5. JACKSON was sure the borough was apportioned, but she didn’t
know whet her they had designated seats.

SENATOR LINCOLN replied perhaps soneone from Fairbanks could
provi de an answer.

SENATOR GARY STEVENS asked if the cities of Fairbanks and North
Pol e currently had econom c devel opnent councils.

MS. JACKSON sai d Fairbanks people could answer then restated the
intent of the CS, which was to assist the City of Fairbanks
wi t hout inpacting all second-class boroughs in Al aska.

SENATOR LINCOLN asked it the people that wote to support the
original bill also supported the CS.

M5. JACKSON replied that was why she was speaking at length to
the CS so those listening online could understand what was
i ntended and neke that determnation. As long as Fairbanks is
able to do econonmic developnent it could be assumed they would
be supportive.

SENATOR LI NCOLN asked if the LIO sites had copies of the CS.
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MS. JACKSON advi sed she doesn’'t release a CS until the commttee
has adopted it officially. That was done and the CS was
distributed to the LI O sites.

CHAI R WAGONER cal | ed for public testinony.

DAVID LEONE, Special Assistant to the Fairbanks North Star
Bor ough Mayor’s office, thanked Ms. Jackson for fully explaining
the CS. He advised economc developnent efforts run into
difficulty because of the requirenent to differentiate between
areawi de and non-areaw de boundaries. They appreciate that the
CS all eviates the unintended consequences of the original bill

He added the intent is to maximze the econonm c devel opnent
function within the borough. The cities of Fairbanks and North
Pole and the North Star Borough work cooperatively but it’s
difficult to adhere to the letter of the law that non-areaw de
funds in economc expenditures are not crossing that boundary
bet ween city and borough.

SENATOR ELTON asked if the bed tax in the Fairbanks area was a
city or a borough tax.

MR. LEONE replied the city accunulates the city bed tax and the
borough handles the accunulation and collection of the non-
areawi de bed tax.

SENATOR ELTON asked if those revenues were co-mngled and used
in a coordinated effort.

MR. LEONE said they aren't put together. For exanple, the
bor ough hel ps fund t he Fai r banks Econom ¢ Devel opnent
Corporation or the Fairbanks Convention and Visitors Bureau and
the city would |ikew se contribute. Again you cone to the issue
of ensuring that a dollar given by the borough doesn’t cross the
| i ne between non-areawi de and the City of Fairbanks and the City
of North Pole. The funds are separate, but used in cooperation.

SENATOR ELTON remarked SB 183 would allow co-mngling of the
funds if the city and borough so desired.

MR. LEONE replied it gives the borough the freedomto expend the
non- areaw de bed tax and non-areawide m|l| levy that is collected
for econom c developnent. It wouldn’t inpact the cities’ ability
to allocate their funds for econom c devel opnent within the city
limts.
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SENATOR GARY STEVENS asked if the cities of Fairbanks and North
Pol e had taken action to support the CS.

MR. LEONE advised both cities passed resolutions in support of
the original legislation. The borough doesn't see that this
woul d inpact the cities’ ability to determ ne specific economc
devel opment opportunities within the city limts. It provides
flexibility to maximze econom c devel opnment effort within the
borough in support of the North Star Borough and the City of
Fai rbanks and the Gty of North Pole.

SENATOR GARY STEVENS asked if this would in no way affect what
the cities are currently doing in terns of econom c devel opnent.

MR. LEONE replied it would affect them positively rather than
negati vel y.

SENATOR LI NCOLN asked if that would also be the case for snall
comunities within the borough.

MR. LEONE said econom c developnent in the borough currently
hel ps small communities such as Ester and Fox because they have
no powers to collect taxes.

SENATOR LI NCOLN asked if that would di m ni sh under SB 183.

MR. LEONE said current support for those outlying communities in
t he borough woul dn’t change. They woul d continue to be supported
by the borough econom c devel opnent funds.

SENATOR LI NCOLN asked if outlying comrunities would be inpacted
because those funds woul d be spread nore thinly.

MR. LEONE replied those small comunities would benefit to the
sanme extent as Fairbanks and North Pole.

SENATOR ELTON asked if the new | anguage on page 1, lines 11-14
was | oose in terns of the kind of econom c devel opnent benefits
the city and borough woul d be authorized to pick.

MR. LEONE said that |anguage gives the borough the ability to
utilize non-areawide funds in an areawi de fashion. He doesn’t
see it negatively inpacting the city it sinply augnents areaw de
econon ¢ devel opnent activities within the borough.

SENATOR GARY STEVENS remarked he wasn’'t sure SB 183 would
acconplish what the borough wants. He didn't interpret the
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| anguage on lines 11-14 of the CS as allowng the cities to
conti nue.

MR. LEONE said he couldn’t speak from a |egal standpoint, but
what they would like to expand non-areaw de funds on an areaw de
basis in support of econom c devel opnent. There is no intention
to take away choices or opportunities the Gty of Fairbanks or
the Gty of North Pole now have. It is to augnment the entire
effort in devel oping the econony.

M5. JACKSON comrented that it’'s inmportant to wunderstand that
both Fairbanks and North Pole are honme rule nmunicipalities and
thus have charters. The CS provides for the North Star Borough
and it nmay provide for econom c devel opnent that benefits the
borough on an areaw de basis.

SENATOR GARY STEVENS used Kodiak as an exanple saying it's a
honme rule city with a police departnent in a second-class
borough that doesn’t have a police departnent. If the borough
decided to go into police protection, they would establish a
borough-wi de police departnent and the city would no |onger be
able to have one.

In the instance of Fairbanks, he questioned whether the borough
taki ng over econom c devel opnent would preclude the cities from
have an econoni ¢ devel opnent depart nent.

M5. JACKSON didn't believe they would be precluded because of
the agreenent forged between the borough and the two cities.

CHAI R WAGONER stated he wanted to protect his staff and al though
she is well versed on Title 29 and is giving her best opinion,
she isn’t an attorney.

SENATOR ELTON had the sane type of questions as Senator Stevens.
He questioned whether the cities could pick and choose econom c
devel opnent activities or would they have to nmake a
determ nation that they are going to assune any econonic
devel opnent .

MS. JACKSON didn’t know.

CHAI R WAGONER opi ned the cities would have the option because SB
183 doesn’t take that option away from home rule cities.

SENATOR ELTON suggested it mght be safer to add “sone types” to
descri be econoni ¢ devel opnent.
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M5. JACKSON admitted he mght be on the right track. She said
this is an evolutionary process on the way to a first class
borough and there’s nothing wong with that, as long as there
are sone paraneters.

SIDE B
1: 53 pm

SENATOR GARY STEVENS specified his concern was to protect the
cities so he was interested in hearing from Fairbanks and North
Pole to determ ne whether they are confortable with the | anguage
in the CS.

M5. JACKSON pointed out Senator Stevens was the chair of the
next commttee of referral.

JIM DODSON, Chairman of the Fairbanks Econom c Devel opnent
Corporation, testified in support of the commttee substitute.
Econom ¢  devel opnent doesn’ t understand city or bor ough
boundaries. The bill doesn’t give the city any additional power
nor does it take away any existing power. The corporation
m ssion statenment is to bring new jobs to Fairbanks and it
doesn’t address where those new jobs are or where they inpact.
The inpact is positive to the entire community if they are able
to acconplish the goal. The Cty of Fairbanks, the Cty of North
Pole and the North Star Borough recognize that and have nade
this request.

SENATOR GARY STEVENS asked if this would affect what the cities
or the university could do individually.

MR. DODSON replied this gives the borough no additional power
other than the ability to spend econom c devel opnent dollars in
the entire area. It doesn’'t affect the dollars taken in by the
city.

SENATOR GARY STEVENS asked if the borough assumng this power
would, it in no way, infringe on the cities’ right to have the
sane power within its boundari es.

MR. DODSON said it wouldn't.

BUZ OTI'S was unable to deliver his testinony but it was faxed to
Senat or WAagoner’s office.
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JIM DREW from the Fairbanks Econom c Devel opment Corporation
(FEDC) nade the follow ng points:

* There is need for econom c developnent itself and it is
enhanced by SB 183. FEDC is trying to bring in new business
and new jobs to the comunity. An econony that expands
products and services it sells to the world is the only
known |ong-term forum of sustainable economc security.
Al aska hasn’t increased exports or replaced inports it’s
just increased consunption. No additional private sector
generated weal th has been created.

e The CS provides opportunity to do nore in terns of funding
coordi nation to meet t he obj ecti ves of economni ¢
devel opnment. It would give flexibility to nore efficiently
use avail abl e funds over an entire area.

RICK SOLIE from the Fairbanks North Star Borough Assenbly
supported CSSB 183 because it would allow the community to
better focus on econonm c devel opnent activities in the borough
and within the comunities. Specifically, it takes the non-
areawi de power of economc developnent that 1is currently
avai l able and allows that power to beconme an areaw de power. He
agreed with M. Jackson that the cities would retain their
econom ¢ devel opnent power were this to be adopted. Both the
city and the borough agree they could continue their respective
efforts.

The city has its own council and their own ml rate. They
determ ne their expenditure on various itens including economc
devel opment activities and tourism marketing. Simlarly, the
borough has its own assenbly and its own nillage rate. They have
an areawde .5-m| tax and a non-areaw de 13.6-m | tax. SB 183
would allow the 13.5-areawide mls to be wused to fund al
econon ¢ devel opnent activities.

SENATOR ELTON said he had two issues. First, could the borough
assume sonme econom c devel opnent projects or nust they assune

all under this legislation? Second, the legislation clearly
gi ves boroughs the power if they so choose. This option cones
from the word “may” on line 13 of the CS. However, it doesn’t

appear that cities have that option wthout asking for a change
in the statutes.

MR. SOLIE replied there are no sone-or-all econom c devel opnent
powers. As a second-class borough, they have economc
devel opnent authority, but it is a non-areawide power. This
isn't a new power; it’s an extension of existing power.
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SENATOR ELTON used tourism pronotion as an exanple of economc
devel opment that is funded by bed taxes. If the city was
reluctant to give up planning and zoning powers within the city
limts, that nay preclude econom c developnment in ternms of an
industrial park within the city. He asked if the city would give
up the ability to do that if the borough governnent was
exercising its ability to provide for econom c devel opnent or
woul d they be giving up the opportunity to use borough dollars?

MR. SCOLIE replied they aren’t giving up the opportunity to use
borough dollars. “There may be sone |egal co-mngling of funds,
but our mllage is separate from the city’'s mllage. Wether
they raise the ml and choose to prioritize nore noney to
econom c developnment is their prerogative and wthin the
borough, it’s the borough’s prerogative.”

In his mnd there is no link, but there is a link with visitor
mar keti ng. Fairbanks Convention and Visitors Bureau (FCVB)
receives nonies from the borough, from the city, from nenbers
and other sources to market Fairbanks as a destination. Borough
dollars aren’'t linked to city dollars in that regard either.
They go to FCVB and they devel op a program based on the |evel of
fundi ng they have. Planning and zoning are borough powers and SB
183 woul dn’t change that.

DAN BOCKHORST from the Departnment of Comrunity and Econom c
Devel opnent advi sed he was avail able to answer questi ons.

SENATOR GARY STEVENS asked if they were correct in assunm ng that
the cities wouldn’t | ose econonm c devel opnent powers when the
bor ough assuned t hose powers.

MR. BOCKHORST said it was an inportant question and he wasn’t
convinced that both would retain their powers. Cenerally, state
| aw precludes the possibility of nore than one | ocal governnent
providing a particular service to the sane area. This is to
prevent duplication of tax-levying jurisdictions.

He read AS 29.35.340 that speaks to the effect of acquiring an
areawi de power. |If a borough assunes a power on an areaw de
basis, it succeeds the power of a city governnment with regard to
that particul ar power.

SENATOR GARY STEVENS repeated it’s inportant to hear from both

the City of Fairbanks and the City of North Pole to nake sure
t hey understand that as well.
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SENATOR ELTON agreed that is an inportant point to clarify, but
SB 183 also appears to be at odds with the Local Boundary
Comm ssion (LBC) mssion to encourage consolidation and
ef ficient governnent.

MR. BOCKHORST advi sed he was not representing the LBC that day,
but he did recall they approved the petition for consolidation
of local governnent of the Gty of Fairbanks and the Fairbanks
North Star Borough several years ago and it was not well
received by the voters. There is a formal nechani sm established
in the law that allows city governnments to transfer powers to
borough governnent and this is consistent with the general
constitutional requi r enment of not having nore than one
governnment providing services to the sane area.

There was no further testinony.

CHAI R WAGONER announced he would like to nove the bill from
commttee and get a legal opinion before the hearing in State
Affairs.

SENATOR GARY STEVENS made a notion to nove CSSB 183 (CRA) from
committee with individual recomendati ons and zero fiscal note.

SENATOR ELTON objected for the purpose of stating he is
unconfortable voting when he doesn’'t have an answer to a very
significant question. He then renoved his objection.

CSSB 183 (CRA) noved fromcomittee.
#

CHAI R WVAGONER adj ourned the neeting at 3:20 pm
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