M NUTES
SENATE FI NANCE COW TTEE
March 12, 2003
9: 07 AM

TAPES

SFC-03 # 19, Side A
SFC 03 # 19, Side B

CALL TO ORDER

Co-Chair Gary WI ken convened the neeting at approxinmately 9:07 AM
PRESENT

Senat or Lyda Green, Co-Chair
Senator Gary W/ ken, Co-Chair
Senat or Con Bunde, Vice Chair
Senat or Robi n Tayl or

Senator Ben Stevens

Senat or Lyman Hof f man
Senat or Donny O son

Al so Attending: BOB DI NDI NGER, President, Al aska Travel Industry
Association, and Omer, Alaska Travel Adventures; CARL ROSE,
Executive Director, Association of Al aska School Boards;

Attending via Tel econference: From Anchorage: DAN FAUSKE, Chi ef
Executive Oficer and Executive Director, Al aska Housing Finance
Cor por ati on

SUMVARY | NFORMATI ON

Al aska Travel Industry Association

The Comm ttee heard a presentation by this organi zation.

SB 25- AHFC LOANS TO EDUCATORS

The Conm ttee heard testinony fromthe A aska Association of School

Boards. A committee substitute and an anmendnment were adopted. The
bill noved from Conm ttee.

Presentation by the Alaska Travel I|Industry Association
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BOB DI NDI NGER, President, Alaska Travel Industry Association
(ATIA), and Omner, Al aska Travel Adventures, utilized a handout
titled “Al aska Tourism An Industry in Decline, A Report to the 23"
Al aska State Legislature, March 12, 2003” [copy on file] in his
presentation as foll ows.

M. Dindinger reminded the Committee of the direction it gave the
ATIA to research the trends in tourismin the aftermath of the
events of Septenber 11, 2001.

What Happened in 20027

e “Survival was how we neasured success this year.” Kirk
Hoessl e, Al aska WIdl and Adventures, Oct. 2002

e “The prelimnary data for 2002 shows an end to any
growh.” Eric McDowel |, Cct. 2002

M. Dindinger declared that the year 2002 “as far and away not the
only bad year we’ve had.” He infornmed that growh has declined
since the mddle 1990s.

M. D ndinger ascertained that the events of Septenber 11, 2002 are
not the only factor affecting tourism asserting “we believe there
is a direct correlation between our |ack of growmh and the |ack
investnment in tourism marketing.”

ATI A 2002 Tourism Survey, The MDowel | G oup

* Surveyed:
0 315 businesses
o Al five regions of the state
o ATIA and non- ATIA tourism businesses for
statistically reliable sanpling

Survey reveal ed that tourismgrowh is flat, or worse...
Near|y 50% of busi nesses surveyed statew de experienced a
decline in business vol une.

M. Dindinger furthered that 40 percent of the businesses
experiencing a decline, reported that decline is “in excess of
double digits.”

Key Regi onal Observations

o 87%of Alaska Interior businesses experienced declining
vol une

e Despite 4% increase in crui se passengers, 61% of Al aska
busi nesses that depend primarily on cruise traffic
experi enced decreased vol une
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Source: MDowel | 2002 Visitor Survey

M. Dindinger remarked that the decline is not evenly distributed
t hroughout the State, noting that the Interior region has
experienced the largest decline. He furthered that various types of
busi ness experienced different degrees of decline.

M. Dindinger informed that cruise ship passengers conprise
approxi mately one-half of all visitors to Alaska. He qualified that
al t hough the nunber of cruise ship passengers increased, the travel
fares were reduced significantly, which “attracted a | esser val ue
client.” These clients, he attested, spent |ess noney per person,
spent fewer days in Alaska, and did not travel “as far into
Al aska”.

Tourism Sectors in Decline
Per cent age of businesses reliant on the follow ng sectors
that reported a decline |ast summer:
* 96% for overseas travelers
e 81%for adventure travel

* 65%for sportfishing
Source: MDowel | 2002 Busi ness Survey

M. D ndinger stated that businesses that deal with international
and overseas visitors were nost affected by the declines. He
commented that in 2002, many people were reluctant to fly over
oceans. He added that busi nesses dealing with i ndependent travelers
were al so affected.

Convention & Visitor Bureau |npacts — Sunmer 2002

e Anchorage hotel revenues down 4-6%

e Fairbanks hotel revenues down 17.6 %
e Petersburg visitor counts down 9%

e Kenai visitor counts down 4% June

down 7% Jul y
but up 11% August

M. D ndinger asserted, “It didn't nmake any difference whether it
was an urban or a rural community.a large city or a small town,” as
tourism activities were “down” in “all areas with very few

exceptions.” He furthered that even those communities that had an
increase in the nunmber of visitors realized *“decreased
expenditures” fromthose travel ers.

Hi ghway in 2002
Hi ghway traffic to Al aska down 14.3 %

M. Dindinger shared that this information was garnered from

SFC- 03 (3) 03/ 12/ 03



“Canadian and U.S. Immgration nunbers.” He stressed that at one
time, highway travel was “the |argest single source of visitors
into Al aska”.

Ai rport Enpl anenents Statew de
down 3 %

M. Dindinger stated that Anchorage “held up the best” because the
Ted Stevens Anchorage International Airport is the termnus for
many of the cruise itineraries. He listed Juneau enpl anenents were
down ei ght percent, Ketchi kan enpl anenments were down four percent
and Fairbanks enpl anenents were down approxi mately three percent.

Touri sm Means Econoni ¢ Hope to Al askan Conmunities — Large &
Smal |

“Tourism in Haines is declining. Businesses are closing,
people are losing jobs. Despite this, we remain optimstic
that tourism offers hope for our econony.” Mchelle @ ass,
Hai nes CVvB Feb. 2003

M . Dindinger described the transition of econom c dependence in
recent years fromresource extraction to other types of business,
stating that tourism has becone “nmuch sought after by many smal
communities |ike Wangell and Hai nes, Dutch Harbor, Tal keetna, as a
new source of enploynent, a new source of economc stinmulus.” He
remarked these efforts have been “chal |l engi ng” due to the declining
grow h rate. He perceived Haines residents to consider tourismto
be “their only and best hope for future growth.”

Touri sm Budget Trends 1992 - 2002
s the growt h gone?

M . Di ndi nger spoke “for those of us in the tourismindustry” as
believing that growth <could “return.but only by increased
i nvestnment.”

State Touri sm Budgets
e Average 2001/2002 U. S. state tourism budget was $13.1
mllion
e Public sector dollars are sole source of tourismfunding
in 35 of 48 states (73 % of ALL states)
e« O 13 states that receive sone private-sector funding,
80.5 % of their funding conmes from public-sector dollars

e Alaska private sector contributions account for 60% of
the ATIA statewi de tourism marketing budget.
Source: 2001-2002 Survey of the US. State &
Territory Tourism O fice Budgets
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M. Dindinger comented that Alaska is “significantly against the
trend.”

Al aska Ranks 38'" in State Touri sm Fundi ng
Source: NCSTD Poll Re. FY2002-03 Projected Total Tourism
O fice Budget
[ Bar graph indicating the foll ow ng:

Hawai i $56 nmillion
[1linois 50 mllion
New Yor k 48 mllion
Pennsyl vani a 35 mllion
Texas 32 mllion
Fl ori da 29 mllion
Al aska 4.6 mllion]

M. D ndinger pointed out that Alaska is “nore simlar” to the
State of Hawaii “in terns of what we have to overcone to attract
visitors.” He explained that visitors nust travel thousands of
mles to reach these two states. He conpared this to the State of
Oregon, where nost visitors to that state travel fromthe State of
Washington or the State of California. However, he stated that
visitors to Al aska and Hawaii tend to spend nore noney and spend a
| onger ampunt of time than travelers to other states.

Senat or Bunde asked the total amount of public and private funds
spent on tourismefforts in Al aska.

M. Dindinger answered that the Association intends to spend $10
mllion in the current year, with $6 nmllion of that amount private
funds and $4 million State funds.

State of Al aska General Fund Dollars to Tourism Marketing
[ Bar graph indicating amounts for FY 90 through FY 03]

M. Dindinger stated that the general fund spending for tourism
mar ket i ng has been “generally declining since the early ‘80s.” He
recal l ed approximately $17 mllion of State funds was spent in the
“early ‘80s.” He wunderstood this occurred “in the days of
prosperous oil wealth.” However, he pointed out that growth rates
in tourismwere “double digit” during those years.

Conmbi ned Marketing Funding: State & Industry Contributions
[Bar graph indicating the anount of private and State
contributions for FY 01, FY 02 and FY 03.]
M. Dindinger noted the fiscal years reflected on this graph are
the New M Il ennium Plan years. He asserted that while the State
fundi ng has been reduced, “the industry has, as aggressively as
possible, tried to pick up the difference by investing nore.”
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However, he remarked that these efforts have “still have not kept
pace with inflation”. He continued, “W have still not nmanaged to
mai ntai n our conpetitiveness with other destinations, other states
and countries. Qur marketing presence in the donestic narketpl ace
has consistently been reduced.”

FY 03 Funding: State & Private Sector Contributions
[ Bar graph listing the foll ow ng:

State Contract $4.0 mllion
Adv/ Mkt Prog 3.0 mllion
Cruiseline Contrib 2.0 mllion
CVBs .6 mllion
O her* .4 mllion

*Q her category is conprised of nenber dues, convention,
travel auction and interest]

Senator Hoffman asked the anount contributed by the cruise
i ndustry.

M. Dindinger referenced the chart, listing $2 mllion. He
clarified that the cruise conpanies contribute this anmount as a
“direct contribution to this marketing prograni but infornmed that
t hese conpani es al so purchase al nost one-half of advertising as
reflected in the “Adv/ Mkt Prog” conponent. Other than State funds,
he remarked, the cruise conpanies are the |argest contributor to
the marketing effort.

Visitor Industry G owh
[ Bar graph indicating the increased nunber of visitors each
year from 1990 through 2002.]

M. Dindinger indicated the growh rate was “over five percent
consistently through the first half of the *90s” and that after
1996, the growh rate “started to tail down; 96 being a great year
with ten-percent growh.” He stated that the growh as “flattened
out” over the past three or four years, from bel ow four percent to
| ess than one percent in each of the past three years.

M. Dindinger reiterated that the events of Septenber 11, 2001 were
not the first indicators of decline.

Visitor Industry Gowmh by %
[Bar graph indicating the increased percentage of visitors
each year from 1990 t hrough 2002.]

M. D ndinger noted the growh rates have declined at the sane tine

as “nore people have gotten into the travel industry” including
significant investnents by Native Corporations into tourism
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infrastructure and devel opnent. As a result, he stated, “individual
pi eces of the pie have gotten snaller.”

State Tourism Marketing Allocation
Mar ket i ng Expenditures | ndexed on ' 91 Buyi ng Power
[ Bar graph indicating the amount for each year from 1991
t hrough 2002. ]

M. Dindinger explained this graph details inflation-adjusted
buyi ng power. He argued that despite the industry-contributed $6
mllion into the marketing programin the current year, the ATIA
does not have “near the marketing presence, or the ability to buy
into the market at the sanme place as we did during the early
1990s.”

Conmparing Visitor Gowmh and Total Tourism Spendi ng
[ Two bar graphs: “Marketing Expenditures | ndexed on ' 91 Buyi ng
Power” and “Percentage of Visitor G owh”]

M. D ndinger comented that as “we fail to grow our marketing
budget, that’s when we appreciably start to see a fall-off in
visitor growth.” He added that the funds spent for tourism
marketing in any one year affects the next several years. He
expl ai ned that approximately one-half of the people inpacted by the
marketing efforts travel to Al aska the foll ow ng season, while the
remaining travel to the State two or three years later. Therefore,
he ascertained that the cunulative affects are realized in the
future rather than during the present.

Touri sm Benefits Al askans
e Provides Jobs

e (Cenerates NEWDol | ars
NOT a real |l ocated doll ar

* Renewabl e Resource
M. Dindinger declared, “Tourismbenefits all Al askans.”

Touri sm Provi des Jobs

e 78% local hire rate (the highest of all key Al aska
i ndustri es)

* Leading industry in Southcentral, Southeast and Interior
e Provides 1 in 8 private sector jobs

e Directly & indirectly enpl oys 30,700 Al askans
(The McDowel | Group: Econom c Inpacts of Alaska s Visitor
| ndustry, May 1999)

Visitors Contribute to the Econony (2001)
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[ Bar graph showi ng visitor spending was $1.8 million]
M. Dindinger corrected the anount is $1.8 billion

| nst at e Expendi tures

Fall 2000 to Sunmer 2001 (M I1lions)
Al aska Visitor Expenditures & Qpinions, Fall/Wnter 2000-
01 & Summer 2001
[Pie chart listing the foll ow ng:

Lodgi ng $589
Food & Beverage 192
Transportation 237
Recreation 247
AK Native Arts/Crafts 180
G fts/ Souvenirs 164

Cl ot hes/ Personal / O her 231]

M. Dindinger noted the wide distribution of these funds through
the econony. He described the “lodging” category as including
hot el s, canpgrounds, bed and breakfasts and | odges. He added drug
stores and hospitals as businesses that benefit from tourism
expendi t ures.

G owi ng Al aska’s Econony through I ncreased Touri sm Marketi ng
Dol  ars, M ssions & Measures

M. Dindinger stressed this is a “science” and “not something that
is done wthout research.”

ATI A's Marketing Strategy

e Use goals & objectives to nmaximze marketing program
effecti veness

e Constantly re-evaluate prograns to ensure continued
success

e (Good marketing = great visitor turnout

M. Dindinger told of the tinme, effort and noney invested in
researching the effectiveness of the marketing program

Wiat a Difference a Dollar Makes: An Additional $10 MI1ion
will:

e Cenerate over 290,000 visitors

* Produce $366 million in visitor spending

* Create new business opportunities

e Put nore Al askans to worKkl!

M. D ndinger asserted that at least $10 mllion additional funding
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IS necessary to “get us back on track.”

VWhere Do W Go From Here?
e W MJST Regai n Market Share
« W& MJST Support and Further Devel op Al aska’ s | ndependent
Touri sm Busi nesses
e W MJST Fund Al aska’ s | ndependent Touri sm Busi nesses

« W MIST Fund Al aska’s Tourism Marketing Program.. Now and
Into the Future...

The Al aska Travel Industry Association:
» Supports Broad Based Tourism Taxes to Fund Al aska’'s
- W MUST Act Now to Prevent Further Decline of
Al aska’ s Second Largest Industry
e (Qpposes: Targeted Tourism Taxes on Any One Tourism
Segnment

M. Dindinger corrected that the ATIA board of directors did not
vote to support broad based taxes. Rather, he said, the Association
voted to “work with you and the Governor’s Ofice to investigate
| ong-term funding sources of a tourism marketing program” He

continued, “W are not necessarily opposed to taxes on our
i ndustry, but we feel that those taxes, in whole or in part, should
be used to support the marketing program that wll grow this

industry into the future.”

Senat or Bunde noted the opposition of targeted tourismtaxes to one
segnent of the industry and asked how this would relate to the
proposed wat chable wildlife |license.

M . D ndi nger opposed this proposal, as he constituted it to be a
head t ax. He asserted, “Head taxes in the tourism industry are
considered to be punitive; they are wunattractive in the
mar ket pl ace” and woul d be “the npbst aggressive tax |evied by any
state against the visiting public.” He relayed the ATIA preference
for a sales tax approach. He stated a sales tax would be “nuch nore
acceptabl e, much broader based in terns of what types of businesses
woul d contribute.”

Senat or Bunde envi sioned the proposed |icense fee would amount to
$10- 15 per person, and questioned the witness’'s assessnent that
this would be punitive. He nmade a conparison to car rental taxes
levied in the State of Hawaii .

M. Dindinger countered the conparison to car rentals, “It only

affects you if you rent a car and it’s a sales tax approach, which
is considered by the industry, not just the Al aska industry but the
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i ndustry worldw de, as being a nore acceptable approach because
sales taxes lay evenly relative to the economc activity of that
visitor, whereas head taxes do not spread as evenly.”

Senat or Bunde commented that although “appreciative” of the jobs
provided by the tourism industry, the Legislature’s task is to
manage the State’'s general fund. He requested the ATIA investigate
means by which the industry could return noney to the State
treasury. He clarified that the ATIA is requesting a $10 million
general fund appropriation for FY 04.

M. Dindinger affirmed the request is for an additional $10
mllion.

Senat or Bunde noted that given the State’'s fiscal situation, the
source of funds would be from other services, the earnings of the
Al aska Pernmanent Fund, or “the people” in the formof a tax.

M. D ndinger responded that the Legislature could better nmake that
determ nation, but he anticipated that all three of the
af orenent i oned sources should be tapped for this purpose. He stated
that the ATIA “is not opposed to exploring taxation options on the
visitor industry as long as those taxation options do help grow the
industry into the future.” He spoke as a busi nessperson, “Wen we
are in stress, as we have been in the |last few years, we do cut
back and we cut back on our operational costs and we invest nore in
marketing. That’s how we survive hard tines. That’s where Al aska is
in the tourismindustry now.”

M. Dindinger referenced an unspecified study conducted by the
McDowel | Group several years prior stating, “direct State receipts
fromtourismexceed $50 mllion” including revenue fromthe Al aska
Marine Hi ghway System airport |anding fees, fishing and hunting
licensing, etc. He warned that if tourismactivity declines, the
same revenue would not be generated. He remarked that the State
“owns sone of the nost dramatic tourisminfrastructure.”

Senat or Hof f man commented that in prior years predator control has
been considered, although it has been perceived that such activity
woul d have a negative inpact on tourismto Al aska. He rel ayed that
the Murkowski Adm nistration has indicated predator control is a
priority. He asked if a serious decline in the nunber of travelers
woul d occur as a result of any predator control actions.

M. Dindinger replied that the ATIA has chosen not to take a
position on this matter. He personally deenmed there would be a
mnimal inpact. He spoke to the timng, during the nonths of
Cct ober through Decenber, of previous consideration of predator
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control action and the resulting national press coverage on the
issue. He stated this is the tine of year that nmany people are
scheduling vacations for the followng sumer. Contrarily, he
stated, the current discussions are occurring after the majority of
vacation scheduling for the sunmmer of 2003 has been conpl eted and
therefore, there should be no significant consequences.

Co-Chair Green suggested that nore people would conme to the Al aska
if predator control were enacted.

Co-Chair Geen recalled actions taken during previous |egislative
sessions of four and five years past and understood that the matter
of State funding for tourism marketing was “behind us”.

M. Dindi nger responded, “The conversation was behind us for nost
of four vyears” referring to the MIllennium Plan, which he
characterized as an agreenent between the tourismindustry and the
State to “scale back” State funding and increase private sector
funding over a “four-year cycle”. He remarked that an exception was
made as a result of the events of Septenber 11, 2001, because the
ATl A requested additional State funding.

M. Di ndi nger determ ned, “However, four years |later and | ooking
forward into the future, that agreenent and that plan will fail to
nmeet the needs of the industry and the State.” He explained this is
“because our position with regard to world tourism and nati onal
tourism is declining; our ability to nmeet the needs of the
entrepreneurs in the State of Al aska has declined and those needs
are unnmet now.” He asserted that visitor industry businesses are
goi ng bankrupt and that the ATIA has an obligation to represent
t hose busi nesses.

Co-Chair Geen did not argue whether a need for this funding
exi sts. However, she concluded that anending the MIIlennium Pl an
woul d be a nore appropriate consideration. She qualified that the
information given in the presentation was “hel pful”, although it is
m sleading to those legislators who were not serving when the
original |egislation was passed.

M . D ndinger agreed that the MII|ennium Pl an nust be revised. He
inforned that the industry’ s |obbyists have been “expl oring options
of how best to pursue those changes.”

Co-Chair Geen asked if the events of Septenber 11, 2001 had not
occurred, whether the visitor industry growh would have conti nued.

M. Dindinger replied that if expenditures for the marketing
program had been consistent with inflation, the anticipated growth
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rate woul d have had been between five and ten percent.
Co-Chair Green asserted this was the intent of the MII|ennium Pl an

M . Dindinger responded, “in hindsight” the MIIennium Pl an was
“not aggressive enough; it didn't allow us to get back to where we
were”. He remarked that the Plan was conceived “because we saw t he
decl i ne beginning.” However, he admtted, “W underestinmated the
task; we wunderestimated the erosion caused by inflation”. He
furthered, “W needed the State to hang in there with us and
continue to spend simlar resources to what they had done in the
past and at the sane tine the industry putting in nore.”

Senat or O son spoke of global issues and asked the expected i npact
mlitary action in lraqg would have on visitor travel to Al aska.

M. Dindinger inforned that global instability tends to increase
cruise traffic, as it is perceived as a safer node of travel and
because ships are redeployed from the Mddle East to Al aska.
However, he stated that other people “hunker down” during tines of
stress and do not travel. He stated that although the nunber of
crui se passengers increased the sumer follow ng Septenber 11
2001, the nunber of air travelers and highway travelers, 1i.e.
i ndependent travel ers, decreased.

Senator Taylor told of cancellations of repeat custoners to a
fishing lodge who listed the reason as their poor financial
situations. Senator Taylor stressed this had no relation to the
anount of noney spent on marketing efforts or inproved tourism
infrastructure. He noted the ATIA presentation gave no reference to
t he national econony as a whol e.

Senator Taylor also noted the decline in growh rates from ten
percent in 1994 to 3.7 percent in 1995, and the subsequent increase
to ten percent in 1996. He surm sed these changes had no direct
relationship to expenditures, as the expenditures were fairly
constant during this tine period.

Senat or Tayl or asked about the inpact of the overall econony and
ot her variables, such as the price of gasoline.

M . D ndinger answered that the predicted increase in the price of
gasoline would definitely inpact travel to Alaska, including
Recreational Vehicles (RV) travelers and rentals of RVs. He said of
relatives and friends of Al askans who mght drive to the State: “as
their cost of travel increases their desire to travel decreases.”

M. Dindinger continued that the “lackluster economnmy” has caused
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busi nesses to spend | ess on conpany “perks and incentives”, which
has substantially affected the charter fishing industry.

M. Dindinger warned however that spending less on marketing
efforts could not uniformy solve these problens. Rather, he
asserted that nore nust be spent on marketing activities to “get
your share” of those people who would be traveling.

Senat or Hof frman asked if the request for the additional $10 mllion
is a one-tinme request. If not, he asked about the ATIA s intent of
State participation for the next four years.

M. Dindinger answered that the request is not for one year of
fundi ng. He perceived that an additional $10 nmillion State funds
plus additional private sector funds are necessary to nmke the
i ndustry conpetitive and vi able. He enphasi zed that these efforts
must be maintained into the future and that the anmount nust
increase relative to inflation. “As we grow the econony in Al aska,”
he said, “as the tourism industry in Al aska provides nore for
Al askans and for governnent revenues, a share of that marketing
shoul d al so continue to grow.” He opined, “Some type of broad based
tax policy can be worked out here that will provide for our needs
and your needs as well. That is the dialog that we are open to
exploring with you now.”

AT EASE 9:43 AM/ 9:45 AM
#SB25

CS FOR SENATE BILL NO. 25( HES)

"An Act relating to the teachers' housing |oan programin the
Al aska Housing Finance Corporation; and providing for an
effective date.”

This was the second hearing for this bill in the Senate Finance
Commttee. A notion to adopt a conmttee substitute was made but
not acted upon.

Senat or Tayl or renewed his notion to adopt CS SB 25, 23-LS0080/Q
3/3/03, as a working draft.

Co-Chair WIlken reiterated the changes as detailed in the previous
heari ng.

There was no objection and the commttee substitute was ADOPTED as
a working draft.
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AT EASE 9:47 AM/9:48 AM

Co-Chair WIlken rem nded of the adoption of Amendnent #2 as
anmended.

Amendnent  #3: This anendnent deletes “teachers’ housing | oan
progranf and inserts “acquisition of teachers’ housing by regional
educational attendance areas and to teachers’ housing |oan
prograns” in the title of the bill to read as foll ows.

An Act relating to the teachers’ housing | oan programin the
Al aska Housing Finance Corporation; and providing for an
effective date.

Thi s anendnent also inserts a new bill section on page 1, line 4 to
read as foll ows.

Section 1. AS 14.08.101(9) is anended to read:

(9) provide housing for rental to teachers, by
| easi ng existing housing froma |ocal agency or individual,
[OR] by entering into contractual arrangenents with a | ocal
agency or individual to | ease housing that will be constructed
by the local agency or individual for that purpose, or,
Wi t hout using for the purpose that portion of public school
fundi ng that consists of state aide provided under AS 14.17,
by constructing or otherw se acquiring housing that i s owned
and managed by the regional educational attendance area for
rental to teachers

New Text Underlined [ DELETED TEXT BRACKETED

Thi s anendnment al so inserts a new bill section on page 2, follow ng
line 6 to read as foll ows.

Sec. 3. AS 18.56.580(a) is anended to read:

(a) In addition to the powers authorized by AS 18.56. 400,
the corporation shall adopt regulations under AS 18.56.088
all ow ng the use of noney in the housing assistance | oan fund
to make | oans to regional educational attendance areas or
ot her borrowers for the purchase or devel opnment of teacher
housing in small comunities. The regul ati ons nust i npl enent
the requirements of (b) of this section and establish other
terms and conditions for teacher housing |oans, including
those relating to borrower eligibility and the nunber of | oans
that may be made to a single borrower. The corporation my
require the borrower to pay costs associated with a | oan.

New Text Underlined [ DELETED TEXT BRACKETED
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Senat or Hof f man noved for adopti on.
Co-Chair W/I ken objected for an expl anati on.

Senator Hof frman recall ed SB 181 of the previous | egislative session
t hat anended t he Housi ng Assi stance Loan Fund (HALF) program of the
AHFC and limted the anmounts of |oans under this programto no nore
t han $250, 000. The HALF program provides for an interest rate one-
percent |lower than the average rate on loans for properties in
rural areas. He inforned that the limtation prevents REAAs from
obtaining loans for nulti-famly housing for teachers. He stated
that this anmendnent attenpts to clarify the HALF program assuring
that it does not change the teacher housing | oan program proposed
in this |legislation.

Senat or Hof fman further assured that this anmendnent prohibits the
use of foundation funding to pay debt incurred under this program
and provides that other revenue nust be used.

Senat or Hof fman was not convinced that REAAs could utilize this
provision as a feasible neans to provide teacher housing, but
expressed that it offers an option.

Co-Chair WIlken noted the limted anount of “fee-sinple land” in
some REAA areas and therefore it is difficult to obtain financing.

Senat or Bunde understood the conmttee substitute limts borrowers
under the proposed teacher housing |oan program to one |oan. He
asked if this would apply to the nunber of |oans an REAA could
secure.

Senat or Hof f man agai n stressed this anendnent does not affect the
proposed teacher housing loan program Rather, he stated, the
amendnent applies to the HALF program

Co-Chair W/l ken explained this anmendnent applies to Title 14 in
granti ng REAAs authorization to borrow noney for the purpose of
teacher housing, and to Title 18 in establishing the amount an REAA
coul d borrow.

Co-Chair Geen asked if REAAs regularly upkeep, maintain and own
properties. She also wanted to know if REAAs have the ability to
obtain insurance for nmaintenance purposes, and whet her additi onal
staff is enployed to perform nmai ntenance and upkeep.

Co-Chair WIken answered that current statutes provide REAAs
authority to lease or rent existing housing facilities for
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teachers. He explained that this anendnment would all ow REAAs to own
such facilities.

Co-Chair WIken continued that regardl ess of whether a borrower is
an REAA or an educator, the loan requirenents of AHFC nust still be
et .

DAN FAUSKE, Chief Executive Oficer/Executive Director, Al aska
Housing Finance Corporation, testified via teleconference from
Anchorage and affirned.

Co-Chair WIlken clarified that an REAA woul d not be given speci al
consideration in obtaining approval for a |oan.

M . Fauske again affirned.

Co-Chair G een referenced the portion of the amendnment pertaining
to AS 18.56.580 (a), which inserts “to regional educational
att endance areas or other borrowers.” She asked for a definition of
“other borrowers” in this context.

Senat or Hof f man understood this could include Native corporations
and stressed that any borrower nust neet the requirenents of the
programto provide housing for teachers. He surm sed that no ot her
party would construct housing for teachers that would only be
occupi ed for nine nonths of a year.

Co-Chair WI ken requested M. Fauske further explain.
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M. Fauske defined “other borrower” as “any entity eligible to
enter into a contractual arrangenent; it could be a village
corporation, it could be a private construction corporation that
has entered into an agreenment with the REAAto build the unit at a
certain cost and potentially own them” He informed that the latter
arrangenent was nade with the REAA in Kot zebue.

Senat or Bunde noted that REAAs do not have taxing authority, and
asked if upkeep and nmi ntenance expenses would be borne by the
rental incone.

Senat or Hof fman surm sed it would, unless a Native corporation or
ot her entity subsidized the cost of these services.

Senat or Bunde suggested REAAs shoul d becone taxing authorities.
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Senat or Tayl or questioned the applicability of zero down paynents
on | oans nmade to corporations.

Co-Chair WIlken reiterated that this anendnent is entirely separate
fromthe provisions relating to the proposed teacher housing | oan
program

Co-Chair WIlken renoved his objection to the adoption of the
anendnent .

Co- Chair Green object ed.
Aroll call was taken on the notion.

I N FAVOR Senat or Bunde, Senator Hof fnan, Senator d son, Senator B
St evens, Senator Taylor and Co-Chair W/ ken

OPPCSED: Co-Chair G een
The notion PASSED (6-1)
The anendment was ADOPTED

CARL RCSE, Executive Director, Association of A aska School Boards,
testified in support of the bill as anmended. He spoke to the
difficulties in recruiting and retaining qualified teachers. He
stressed, “The inability to keep pace with supply and denmand has
resulted in a serious shortage of professionals in the teaching
area.” Therefore, he stated the Association is seeking incentives
to assist in this matter.

M. Rose informed that the concerns with the original |egislation
have been alleviated with the adoption of Amendnent #3.

M. Rose referenced a recently conpl eted survey, in which 43 of the
53 school districts participated [copy not provided]. He reported
that 25 percent of respondents provide or subsidize housing for
teachers. He commented that this relates to the responsibilities
and duties of school boards.

M. Rose stated that the provisions of Anendnent #3 to all ow REAAs
in conjunction with corporations, to provide teacher housing could
be vi abl e.

M. Rose inforned that the nedian base salary for teachers is

$34, 100, according to the aforenentioned survey. Therefore, he
opined that an ability to provide adequate housing would be
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beneficial to attract teachers.

Senator Bunde asked if wtness is aware of any teacher-owned
private homes in rural areas of Al aska.

M. Rose knew of sone such homes in organi zed comunities, although
he was unfam |iar whether any teachers own hones in unorganized
areas.

Senat or Bunde indi cated Senator O son’s conments about depreciation
and mai ntenance on hones that are vacant for three nonths each
year. He therefore asked the feasibility of this program

M. Rose surm sed that those teachers who would invest in a hone do
so in a comunity in which they intend to live and are likely to
stay year-round.

Senator d son asked the w tness’ concerns about a subsidi zed rental
program for teachers operated by an REAA.

M. Rose stated this is a decision that each school district nust
consi der, stressing that some district nust provide housing, as no
other facilities are available. He stated that mai ntenance expenses
are a concern. Noted that sone teachers accept jobs in rural Al aska
because this is were jobs are “readily available.” As these
teachers gain one or two years of experience, he noted that nany
consi der accepting jobs el sewhere.

Senator Taylor offered a notion to report CS SB 25 (FIN) from
Committee with individual recommendati ons and zero fiscal note #1
fromthe Departnent of Revenue, AHFC

There was no objection and CS SB 25 (FIN) MOVED from Comm tt ee.
#

ADJ CQURNIVENT

Co-Chair Gary WI ken adjourned the neeting at 10: 09 AM
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