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PCSI TI ON  STATEMENT: Explained his suggested anmendnent,
Conceptual Amendnent 1, to HB 202.

ACTI ON NARRATI VE

CO- CHAI R ANNA FAI RCLOUGH cal | ed the House Conmmunity and Regi ona
Affairs Standing Conmttee neeting to order at 8:02:13 AM
Represent atives Fairclough, LeDoux, and Dahlstrom were present
at the call to order. Representatives O son, G ssna, and Sal non
arrived as the neeting was in progress.

HB 185- MUNI Cl PAL ROAD SERVI CE AREAS

8:02: 48 AM

CO CHAI R FAI RCLOUGH announced that the first order of business
would be HOUSE BILL NO 185, "An Act relating to certain
muni ci pal service areas that provide road services."

8:02: 58 AM
CAROL  BEECHER, Legislative Intern to Representative John
Coghill, Alaska State Legislature, provided the follow ng
st at enent :

The bill before you today, House Bill 185, provides

boroughs with a neans of altering existing road
service area boundaries to ensure taxpayer fairness
anong residents of service areas. A service area is a
taxing jurisdiction within a borough that has been
established to provide special services, such as road

mai nt enance or fire protection. These services are
requested and approved by voters residing within a
specific area. State law permts borough residents

living outside a service area to use service area
roads for their sole or legally required access.
These residents derive a direct benefit wequal to
residents within the service area yet they can refuse
to contribute to the cost of construction or
mai nt enance of these roads by voting down any
annexation attenpt. These state mandated annexation
votes typically fail as individuals are reluctant to
join a service area when they can instead use these
mai ntai ned roads for free. HB 185 anends state |aw by
allowing a service area to annex property that uses
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its roads for their sole or legally required access
wi thout a separate vote of the property to be annexed.

A second issue arises where residents of a service
area are required to pay into a service area even
though they do not wutilize the service roads for
access to their property. Service areas, however, are
often reluctant to vote to renove property from the
service area because it effectively raises taxes on
the renmaining property owners. HB 185 anends state
law by allowing a borough assenbly to exercise its
judgment to alter, by ordinance, a service area
boundary to exclude a property that does not use
service area roads as its sole or legally required
access.

8: 05: 20 AM

REPRESENTATI VE DAHLSTROM commented that she likes the intent of
HB 185 and hopes it noves fromconmmttee today.

8:06: 07 AM

RENE BRCOKER, Attorney, Fairbanks North Star Borough, related
support for HB 185. She pointed out that road service areas are
formed on the central principle of taxpayer fairness such that
those who receive the special services provided by a road
service area pay for the cost of those special services.
However, under current law in Fairbanks it has inadvertently
resulted in two substantial deviations from the aforenentioned
principle. Firstly, under current |aw neighboring property can
use service area roads for access to their honmes and busi nesses
while not paying anything to construct or nmaintain the road.
The aforenenti oned becones particularly egregious and difficult
when the free use differs substantially from the service areas
own use in nunber or type. For exanple, a gravel hauling
business that significantly degrades the roads. Secondl vy,
citizens sonetinmes have to pay to maintain roads that they no
| onger use. She expl ained that occasionally devel opnent around
an existing service area changes the use pattern. However,
under the current system despite the change in use a citizen in
such a situation would have to continue to pay taxes to the
service area. Both inequities can be fixed only if taxpayers
are wlling to vote against their own financial interest.
Therefore, the Fairbanks North Star Borough strongly supports HB
185 because it permits municipalities to renedy both problens by
altering service area boundaries but only to the extent
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necessary to ensure conpliance with the wunderlying principle
that those who receive the special services pay the cost.

8:08:48 AM

REPRESENTATI VE NEUVAN referred to page 2, lines 19-23, which
excludes a vote by the people residing in the subdivision
proposed to be added to a road service area if the road service
area roads are the only access to the subdivision. He asked if
the people in an existing service area are able to vote on an
annexat i on.

M5. BROKER replied yes, adding that the people in the existing
service area don't want to have additional property foisted on
t hem The people of the road service area need to deternine
whet her requiring people who use [the roads nmintained by the
road service area] for free makes sense because it may not
always be a good financial decision for the existing road
service area to take on that additional obligation of the added

property.

REPRESENTATI VE NEUVAN posed a situation in which one travels
from subdivision A to get to subdivision B, the new subdivision
the residents of subdivision A wuld get to vote on that.

M5. BROKER replied yes, because those in subdivision A are
providing the roads and are inpacted by the traffic.
Furthernore, subdivision A should be able to vote on the
annexation of subdivision B because were subdivision B to be
annexed, subdivision A would have to pay for the roads wthin
subdi vi si on B.

8:10: 47 AM

CO CHAIR LEDOUX related her disconfort because it seens that
there will be those who will be grouped in a service area who
won't be able to vote on the matter. She asked if a road
service area could be gated and charge for its use. She
recalled that there's a community in Kodiak that wanted the
borough to construct a bridge. Since the borough wasn't
interested, the community constructed the bridge with a gate and
charged for its use. Therefore, she questioned whether there

are ways to address this natter.
M5. BROKER pointed out that service areas are part of the

borough and thus [the roads in service areas] are publicly
dedi cated roads for which taxpayer noney within the service area
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goes to pay for the road. However, it's a different scenario if
it's a private road. Ms. Broker stated that publicly dedicated
roads can't be gated or blocked and only allow certain people to
travel on them

CO CHAIR LEDOUX inquired as to why a person who spends the night
in the road service area would not have to pay for the road
service area.

M5. BROKER said that [getting to people in the aforenentioned
situation] would require nonitoring and invasiveness that [the
borough] isn't wlling to do. "What we're trying to do is
establish a rule that says if ... you ... by location of your
property use that road in the same exact manner, for access to
your property, as the people in the service area, then you
should be put on the sane basis as the people in the service
area in ternms of paynent."

CO CHAI R LEDOUX suggested that perhaps the problem is the road
service area itself in that if these are public roads wth
public use, perhaps everyone in the borough should have to pay
for them

8:14: 37 AM

REPRESENTATI VE NEUMAN returned to his earlier exanple wth
subdi vi sion A and subdivision B and asked if a vote taken by the
peopl e in subdivision Ais an advisory vote or a binding vote.

M5. BROKER answered that it's a binding vote. The borough
assenbly can't add the property wthout the approval of
subdi vi sion A road service area.

8:16: 06 AM

CO CHAIR LEDOUX inquired as to how road service areas cone to
exist in the first place.

M5. BROKER explained that road service areas begin wth a
citizens' petition that goes to the assenbly. Upon approval
from the assenbly, there's an election. The problemis that as
communi ties devel op, subdivisions and properties devel op around
an existing road service area that was formed 20 years ago.

8:17:21 AM
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RANDY FRANK, Menber, Fairbanks North Star Borough Assenbly,
echoed Ms. Broker's testinmony that this legislation is about
fairness. He, too, opined that this situation has arisen since
Fai rbanks doesn't have road powers. He related his belief that
road service areas are a (reat system that needs a bit of
tweaking in order to make the situation fair.

8:18: 20 AM

M5. BRCOKER, in response to Representative O son, informed the
conmmttee that in Fairbanks there are about 107 road service
ar eas.

8:19: 03 AM

REPRESENTATI VE NEUVAN asked if HB 185 wll inpact organized
areas that are | ooking to conbine road service areas.

8:19: 23 AM

M KE BLACK, Director, Division of Community Advocacy, Departnent
of Comrerce, Comunity, & Econonmic Developnent (DCCED), said
that if an assenbly or council was trying to conmbine a service
area it would require a vote. He said that he wasn't sure that
this [legislation] would have a substantial inpact on nost
conmuni ti es.

8:19: 45 AM

REPRESENTATI VE NEUMAN noted that the Mat-Su Borough is review ng
conbi ning sone road service areas in order to gain efficiencies
and [econom es of scales]. He asked if anything in HB 185 would
i npact the [road service areas in the Mat-Su Borough].

MR. BLACK related his understanding that Section 1 [paragraph]
(2) would apply in the WMt-Su Borough. He questioned whether
the vote would be required in the Mat-Su Borough. |If a vote was
required in the Mat-Su Borough, it would inpact their ability to
conbi ne the road service areas.

8:21:16 AM

SANDRA W LSON i nforned the conmittee that currently she lives on
a private road and a subdivision has been constructed in front
of her property. One vote was held regarding formng a road
service area, which was voted down basically because those on
the private road voted against it. She related that nost |ikely
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the road service area will take another vote to create their own
road service area. If HB 185 passes, the subdivision would be
allowed to form a road service area and once doing so force
those on the private road to becone part of it because it would
be the only access for the residents of the private road. She
noted that when the subdivision was constructed, "they pushed
t hrough our road that we used to have and there's now currently
a house sitting on it." Therefore, the subdivision has bl ocked
the other access out for those on the private road. Ms. WI son
concl uded by relating her opposition to HB 185.

8:22:29 AM

REPRESENTATI VE CI SSNA pointed out that the commttee packet
i ncl udes an amendnent t hat woul d seem to addr ess t he
af orenenti oned situation.

CO CHAI R FAI RCLOUGH nentioned that the anendnent is requested by
t he sponsor.

8:23:10 AM

TAMM E WLSON testified in opposition to HB 185. She i nforned
the commttee that sonetinmes subdivisions are built in front of
areas with existing roads, which forces themto be included [in
a road service area] without a vote. The aforenentioned seens
to provide road powers to the borough, to which she was opposed.
Furthernore, those who don't want to be included but are forced
to be part of a road service area can adversely inpact the road
service area. For instance, such individuals could force a
dissolution vote or attenpt to decrease the mll rate such that
the roads can't be serviced. She then highlighted that in the
Fai rbanks area there are many public and private roads. The
private roads are those that were constructed in the 1950s or
1960s but were never dedicated. She related that in her own
situation if the road service area [in the subdivision in front
of her property] was established, the front section would be
mai ntained while the remaining private portions of the road

woul dn' t . However, residents on the private road would be
required to pay the sane anount [as those in the subdivision].
Such situations are occurring throughout the borough. Wth

regard to fairness, she enphasized that such would nean that
everyone [paying into a road service areal] would have their

roads maintained no matter the designation of the road. She
expressed concern wth regard to taking away an individual's
ability to vote as it can cause nore problens. Therefore, she

urged the comrmittee to vote agai nst HB 185.

HOUSE CRA COW TTEE -9- March 22, 2007



8:25: 00 AM

M5. TAMME WLSON, in response to Representative Dahlstrom
clarified that Sandra WIson is her daughter. However, she
enphasi zed that others are facing simlar situations as she and
her daughter. In further response to Representative Dahl strom
Ms. Tamme WIlson explained that the private road was
constructed in the 1950s. She informed the commttee that her
deed specifies that the private road is her access in and out.
After living on the property and maintaining the road for a few
years, one day she cane to find that her access was cut off and
a new road was built. She said that she basically had no say on
the aforenentioned. The access now available is through a
subdi vision, which is a public naintained road. I f that
subdi vi sion chose to becone a road service area, the area could
choose to take a vote and | eave those on the private road out of
the initial vote and later force those on the private road to be
included in the road service area. She opined that it's not
fair that an area could vote to becone a road service area and
then add extra roads | ater.

8:27:24 AM

REPRESENTATI VE DAHLSTROM surm sed that Ms. Tammie WIlson is also
di scussing quality of lifestyle.

M5. TAMME WLSON clarified that her concern is that there are
i ndi viduals who have lived on roads that they have naintained
for 20-40 years. However, because there is so nmuch construction
in the [Fairbanks area] large plots of |and are purchased and
change access. Ms. Tammie WIlson reiterated that she has to go
through a subdivision to access her property. She then
reiterated her concern that [those in the subdivision] wll
force those on the private road into sonmething without a vote.
This results in a financial obligation that's based on the val ue

of the hone. In order to reach fairness of road service, there
should be a straight fee rather than basing it on the value of
the hone. She opined that there are nmany problens with road

servi ce areas.

REPRESENTATI VE DAHLSTROM asked whet her those on the private road
had any conversations regarding the possible purchase of the
parcel that's now a subdivision

M5. TAMME WLSON answered that the option wasn't available
because the builder wants to build houses on the six river |ots.
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In response to Co-Chair Fairclough, she specified that her house
sits on five acres.

8:29:46 AM

COCHAIR LEDQUX, recalling that M. Tamme WIson's deed
originally provided for access, questioned how the private road
wasn't given access when the subdivision was built.

M5. TAMME WLSON related that she has been trying to find out
how t he borough, through its platting division, was able to give
perm ssion to the builder to cut off access to the private road.
However, she said that she hasn't been able to get an answer.

8:30: 39 AM

REPRESENTATI VE NEUMAN asked if under HB 185 Ms. Tamme WI son
coul d be annexed into the road service area.

M5. BROKER related her wunderstanding that M. Tamme WIson
lives off a private road, and thus she couldn't be annexed in to
the road service area because Ms. Tamm e WIson would have to
have public road access to her property as a |legal standard for
being placed in a road service area. Ms. Broker informed the
conmttee that private roads that haven't Dbeen publicly
dedi cated aren't included in road service areas because taxpayer
noney can't be spent on private roads.

8:31:31 AM

CO CHAI R LEDQOUX rel ated her understanding that Ms. Tamm e WI son
had access to her property through a private road and the
borough seened to say that she wll continue to have access,
except that it wll be through a different road. However,
soneone is planning on paying for and maintaining the different
r oad.

M5. BROKER highlighted that the borough doesn't extinguish
private road rights, which Ms. Tamm e WIson could' ve enforced
in |aw Ms. Broker explained that the borough approved a
subdi vi si on/ subdi vi der who constructed publicly dedicated roads
by the borough. The aforenentioned is all the borough did and
t he borough didn't extinguish any private right, she opined.

8:33:32 AM
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LUKE HOPKINS, Presiding Oficer, Fairbanks North Star Borough
Assenbly, pointed out that during the aforenentioned situations
there are a nunber of opportunities for comment during the
publ i c process, including during road service areas neetings.

8:34: 35 AM

CO CHAIR FAIRCLOUGH surmsed that Ms. Tamme WIson feels that
she's been left out of part of the process.

MR. HOPKINS commented that Ms. Tammie WIson can cone forward
and testify and has. He related his understanding that Ms.
Tammie WIlson's situation is regarding a private road and a
publicly dedicated road that now ties into a public road on the
other side of the subdivision that was platted. M. Hopkins
opined that the portion of the road Ms. Tamm e WIson had used
could "still be there" if she and other property owners wanted
to take it up with the current |and owners.

CO CHAIR FAIRCLOUGH asked if there's a notification process for
what's proposed today such that the inpacted property owners and
service area occupants woul d be notifi ed.

MR. HOPKINS replied yes. Dependi ng upon the action, there is
public notice, notice at the service district Ilevel, and
assenbly | evel discussions prior to any action.

8:36: 13 AM

CO CHAIR LEDOUX posed a situation in which a road service
district is formed by a group who wants its formation and who
then annex in an area in which residents didn't want it. She
further posed that the annexation may be based on the argunent
that those in the area being annexed into the road service area
are benefiting fromit.

MR. HOPKINS explained that when a service district forned, it
conmes before the assenbly after going through a public process.
Once the service district is formed, the individuals in the area
are allowed to vote. There is a public process during which any
individual is allowed to conment. Wth regard to a platting
issue for a subdivision prior to the formation of a road service
district, such an issue goes to the platting board for which
there is public notice and conment. Utimately, the assenbly
takes final action after the election. Therefore, the public
has anpl e opportunity to conment, he opi ned.
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CO CHAIR LEDOUX pointed out that only those within a certain
di screte area would be allowed to vote on the formation of a
road service area. Therefore, one could form the road service
district around those wanting it and not include those likely to
vote against the road service area, and then want to annex them
af t erwar d. However, only those in the initial geographic area
of the road service area could vote.

MR. HOPKINS noted his agreenment that such could occur, but he
again reiterated that there are many opportunities to review and
act upon any m sjudgnents.

8:39: 56 AM

REPRESENTATI VE OLSON suggested exploring the possibility of
consol i dated road service areas.

8:40: 36 AM

REPRESENTATI VE NEUMAN posed a situation in which a subdivision
is built in an existing road service area. He asked if those on
the road connecting the new subdivision would be allowed to vote
whet her those in the new subdivision can use [the roads] in the
exi sting road service area.

MR. BLACK said that he would need nore tine to review such a
si tuati on.

M5. BROKER pointed out that if property is developed within a
road service area, no vote is required.

8:41:49 AM

RYNNI EVA MOSS, Staff to Representative John Coghill, Al aska
State Legislature, explained that if a subdivision is already
within an existing road service area, then that property is
al ready being taxed a mll rate for road services.

REPRESENTATI VE NEUMAN rel ated his assunption that there would be
an increase in road service area taxes in order to nmamintain the
additional roads, although there may only be a few new
[residents of the subdivision].

M5. MOSS expl ained that a road service area has a certain anmount
of road mles. She likened a road service area to a subdivision
because it's platted and has boundaries. Those within the road
service area's boundaries are taxed a mll rate to provide funds
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to maintain roads. The only concern with regard to adding
property to a road service area wuld be the expense of
mai ntaining the new roads in the road service area. Ms. Moss
said that she didn't foresee a large increase in the mll rate
to the existing road service area if only adding six homes. Ms.
Moss specified that it really depends upon the road mles being
annexed into the road service area.

8:44: 01 AM

REPRESENTATI VE CI SSNA associated herself wth Representative
A son's conmments.

8:45: 00 AM

REPRESENTATI VE OLSON asked if there are sone snmall service areas
[in the Fairbanks area].

M5. MOSS said that could be the case, although she said she
isn't famliar with all the road service areas in the borough

M5. BROKER confirmed that there are sonme small road service
ar eas. She recalled that there is a road service area that's a
gquarter-m |l e | ong.

8:45: 56 AM

M5. MOSS related that the Fairbanks North Star Borough has made
a large effort to deal with its road service areas over the |ast
coupl e of years.

8:46: 43 AM

JENNI FER YUHAS, Special Assistant to the Myor, Fairbanks North
Star Borough, related support for HB 185 on behalf of the nayor
of the Fairbanks North Star Borough.

8:47:01 AM

CO CHAIR FAIRCLOUGH, wupon determning no one else wshed to
testify, closed the public hearing.

8:47: 47 AM
MR. FRANK expl ai ned that road service areas cane into existence

in the 1970s due to the borough's lack of road powers. The road
service areas used the governnment as a vehicle to collect taxes
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and oversee the nmmintenance and building of roads wthin

subdi vi si ons. The aforenentioned worked well until there were
hundreds of road service areas. He noted that it's difficult
for people to agree on |ike conditions for roads. The probl em

is further exacerbated by the fact that for one road service
area to join another, a vote is required. He pointed out that
sonme are reluctant to join road service areas and don't really
see a benefit to doing so. Currently, there are a handful of
contractors who perform the nmaintenance on these roads. Oten
these contractors [provide service to a geographic] cluster of
road service areas in order to provide cheaper service.
Therefore, conbining of road service areas to achieve a cheaper
per mle cost is already occurring, wthout the government being
i nvol ved. A few years ago, a road service area conmttee was
established to discuss the problens in the road service areas as
well as problenms boroughw de. The legislation before the
commttee today passed through that process. In fact, HB 185
was unani nously passed by the road service area conmttee as
wel | as the assenbly.

8:50: 56 AM

REPRESENTATI VE ClI SSNA comrented on the difficulties of grow ng
communities. She questioned whether [DCCED] m ght have ideas to
develop good statewi de |egislation. She opined that it's
horrible to envision the Mat-Su Valley with this situation.

8:.52:21 AM
CO CHAIR FAIRCLOUGH related that her request for feedback from

the Municipality of Anchorage as well as local road service
areas resulted in the following two questions on which she would

like Ms. Broker to conment. The first question is that the
primary issue raised in HB 185 is whether the new cl ause on page
2, line 19, is constitutional. She explained that Anchorage has

a charter anmendnment requiring a vote of both service areas.
Therefore, she wasn't sure whether the |anguage could be
perm ssive because it creates a possible conflict in Anchorage's
charter, which may be the case in other areas of the state as
wel | . The second question is in regard to other comrunities
that may have other charter anendnents requiring votes in and
out of service areas.

REPRESENTATIVE OLSON related that he wwuld have the Kenai

Peni nsul a Borough's road service manager review the inpact this
| egislation will have on other portions of the state.
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8:54:02 AM

REPRESENTATI VE DAHLSTROM comment ed that the Chugi ak-Eagle River
road board has been run quite efficiently, and thus she said
they woul d be able to answer any questi ons.

8:54:40 AM

CO CHAIR FAIRCLOUGH related that HB 185 has been [reviewed] by
the [Chugi ak-Eagle River] road board and there doesn't seem to
be a conflict. However, the city as a whole is reviewing the
legislation in relation to its charter.

8:55:17 AM

CO CHAI R LEDOUX stated that she is somewhat synpathetic to those
being forced into a road service area wthout having the ability
to vote on it.

CO CHAIR FAIRCLOUGH rem nded the commttee that the sponsor has
provided the commttee with an amendnent. She asked if the
committee wanted to take up the anendnent now or when the
legislation is taken up at its next hearing.

8:55:54 AM

REPRESENTATI VE NEUMAN rel ated that he didn't want to take up the
amendnent until he has had an opportunity to speak with sone of
his constituents.

8:56:10 AM

REPRESENTATI VE CI SSNA suggested that it nay be appropriate to
have the sponsor speak to the anmendnent in order to provide the
commttee with an expl anati on.

8:58: 00 AM

REPRESENTATI VE  DAHLSTROM noved that the conmmttee adopt
Amendrent 1, which read [original punctuation provided]:

Page 2, lines 19-27
(3) to require approval by the voters residing in a
propert ysubdi-visi-on proposed to be added to a road

service area if roads mamintained by the service area
provide the only access to the propertysubdivisien or
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provide access to the propertysubdivision that is
required by the subdivision plat or by ot her
regul ati on or ordinance;"

(4) to change in the boundaries of a road service area
to exclude a propertysubdivision that does not rely on
the use of roads maintained by the service area for
the property' ssubdivisieons only access or for access
to the property that is required by the subdivision
pl at or by other regulation or ordinance.

REPRESENTATI VE NEUMVAN obj ect ed.
8:58: 14 AM

M5. BEECHER explained that the purpose of the anmendnent is to
address a situation in which there is a rock pit from which rock
is being hauled through a subdivision. "So, it would not only
be then a subdivision that would have to pay into your road
service if that's what they were using as their exclusive use
but al so property,” she further expl ai ned.

8:58: 57 AM

REPRESENTATI VE DAHLSTROM wi t hdrew her notion to adopt Amendnent
1

REPRESENTATI VE DAHLSTROM noved to adopt CSHB 185, Version 25-
LS0687\E, Cook, 3/21/07, as the working docunent. There being
no objection, Version E was before the commttee.

REPRESENTATI VE DAHLSTROM then noved that the commttee adopt
Amendnent 1 [text provided previously].

REPRESENTATI VE NEUVAN obj ected for di scussion purposes.
8:59:48 AM

MS. BEECHER expl ai ned that Amendnent 1 addresses a situation in
which a property, such as a rock pit, uses a road service area
as its access to the rock pit. She further explained, "Since a
subdivision is specific to an area that is building residentia
areas, this would also include those kinds of situations where
they would then have to pay for a road service area that they
wer e accessing and using."
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CO CHAIR LEDOUX inquired as to how Anendnent 1 differs from
Versi on E.

M5. BEECHER answered that Anmendnent 1 provides a broader
statenment than the narrow definition of a subdivision and thus
i ncl udes property. In further response to Co-Chair LeDoux, Ms.
Beecher said that she was nerely using a rock pit as an exanple
of something that wouldn't qualify as a subdivision, but would
use a road service area as its direct access. Furthernore, such
use would wear the roads and the rock pit wouldn't have to pay
for that use or nmaintenance because it wouldn't qualify as a
subdi vi si on

9:01: 42 AM

REPRESENTATI VE DAHLSTROM wi t hdrew Amendment 1. There being no
objection, it was so ordered.

9: 01: 53 AM
CO- CHAI R FAI RCLOUGH announced that HB 185 woul d be hel d over.

HB 152- ESTABLI SH NG A RENEWABLE ENERGY FUND

9:02: 03 AM

CO CHAI R FAI RCLOUGH announced that the next order of business
would be HOUSE BILL NO 152, "An Act establishing a renewable
energy fund and describing its uses and purposes.” Co- Chai r
Fai rcl ough rem nded the conmttee that before it is Version V.

The conmttee took a brief at-ease.

9:04: 36 AM

CHARI SSE M LLET, Staff to Representative John Harris, Al aska
State Legislature, speaking on behal f of the sponsor,
Representative Harris, clarified that nuclear power isn't

covered under HB 152.
9:05: 02 AM

REPRESENTATI VE NEUMAN asked if the feasibility studies could be
cover ed.

M5. M LLET answered that the sponsor is review ng whether that's
a possibility.
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9: 05: 33 AM

REPRESENTATI VE DAHLSTROM noved to report CSHB 152, Version 25-
LS0413\V, Kane, 3/20/07, out of <conmttee wth individual
recommendati ons and the acconpanying fiscal notes. There being
no objection, CSHB 152(CRA) was reported from the House
Communi ty and Regi onal Affairs Standing Conmittee.

The conmttee took an at-ease from9:06 a.m to 9:08 a. m

HB 202- COVMUNI TY REVENUE SHARI NG

9: 09: 00 AM

CO CHAI R FAI RCLOUGH announced that the final order of business
woul d be HOUSE BILL NO 202, "An Act relating to the comunity
revenue sharing program and providing for an effective date."

9:09: 24 AM

CO CHAIR LEDOUX noved, for discussion purposes, that the
committee adopt Conceptual Amendnent 1, |abeled 25-LS0489\K. 2,
Cook, 3/21/07, which read:

Page 1, lines 1 - 2:

Delete all material and insert:

""An Act relating to the comunity dividend
income program to the comunity dividend incone
account, and to transfers of noney from the earnings
reserve to the conmunity dividend income account; and
providing for an effective date.""

Page 1, line 4, through page 4, line 2:

Delete all material and insert:

"* Section 1. AS 29.60 is anended by adding new

sections to read:

Article 11. Community Dividend I ncone Program

Sec. 29.60.850. Anmpunt of conmunity dividend
i ncome paynents. (a) Each fiscal year, the departnent
shal | distribute the anount appropriated under
AS 37.13.147(b) from the comunity dividend incone
account for the comunity dividend inconme program as
community dividend incone paynents under this section.
The basic comunity dividend incone paynent for a
fiscal year equals
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(1) $250,000 for a borough or unified
muni ci pality;

(2) $75,000 for a reserve eligible under
AS 29.60.860(a) or a city;

(3) $25,000 for an unincorporated comunity
in a borough or unified nunicipality eligible under
AS 29. 60. 860; and

(4) $25,000 for an unincorporated comunity
in t he unor gani zed bor ough eligible under
AS 29. 60. 860(a) .

(b) If the anmpunt appropriated for a fiscal year
under AS 37.13.147(b) from the comunity dividend
i ncome account

(1) exceeds $60, 000,000, but is not nore
t han $70, 000, 000, each paynent

(A under (a)(1) of this section is
i ncreased by $50, 000;

(B) under (a)(2) of this section is
i ncreased by $15,000; and

(O under (a)(3) of this section is

i ncreased by $5, 000;

(2) exceeds $70, 000, 000, each paynent under
(a)(1) - (3) of this section is further increased by
the amounts specified in (1)(A) - (C of this
subsection for each increment of at |east $10, 000, 000
in excess of $70, 000, 000.

(c) If the anpunt appropriated for a fiscal year
is not sufficient to fully fund all the basic
comunity dividend income paynments under (a) of this
section, the anmobunt paid to each recipient shall be
reduced on a pro rata basis so that the entire anount
appropriated is distributed.

Sec. 29. 60. 860. Uni ncor por at ed comuni ty
eligibility. (a) The departnment, with advice from the
Department of Law, shall determ ne whether there is,
in each reserve or unincorporated comunity, an
incorporated nonprofit entity or a Native village

council that wll agree to receive and spend the
community revenue sharing paynent for the benefit of
t he reserve or uni ncor por at ed comunity. The

departnment may meke the paynment for an unincorporated
community |located in a borough or unified nunicipality
only to the municipality as provided in (b) of this
section. If there is nore than one qualified entity in
a reserve or unincorporated conmmunity located in the
unor gani zed borough, the departnent shall pay the
dividend to the entity that the departnent finds nost
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qualified to receive and spend the noney. The
department may not make a paynent for a reserve or an
uni ncorporated conmmunity unless the incorporated
nonprofit entity or Native village council waives
imunity from suit for clainms arising out of
activities of the corporation or council related to
the paynent. A waiver of imunity from suit under this
subsection nust be on a form provided by the
Department of Law. |If there is not a qualified
i ncorporated nonprofit entity or Native village
council in a reserve or unincorporated community that
is willing to receive and spend the comunity revenue
sharing paynent for the benefit of the reserve or
uni ncor por at ed comunity, t hat reserve or
uni ncorporated conmunity is not eligible for the
paynent, and the paynent may not be nade.

(b) The departnment may make a conmunity revenue
sharing paynment on behalf of an unincorporated
community in a borough or unified nmunicipality only to
the municipality for paynent by the nunicipality to an
i ncorporated nonprofit entity or Native village
council that has been approved by the assenbly. The
department nust have witten evidence of the assenbly
approval . The assenbl y may only approve an
incorporated nonprofit entity or Native village
council that provides at least three of the follow ng
services within the unincorporated community that are
general ly avai |l abl e to al | residents of t he
uni ncor porated comunity:

(1) fire protection;

(2) energency nedi cal

(3) water and sewer;

(4) solid waste nmanagenent;

(5) public road or ice road mai nt enance;

(6) public health;

(7) search and rescue.

Sec. 29.60.879. Definitions. In AS 29.60.850 -
29. 60. 879,

(D "reserve" neans a place that is
organi zed under federal law as an Indian reserve that
exi sted before enactnent of 43 U S.C. 1618(a) and is
continued in existence under that subsection;

(2) “uni ncorporated conmunity" neans a
place that is not incorporated as a city, is not a
reserve, and in which 25 or nore persons reside as a
social wunit.

* Sec. 2. AS 37.13.140 is anended to read:
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Sec. 37.13.140. Inconme. Net incone of the fund
includes incone of the earnings reserve account
est abl i shed under AS 37.13.145, but does not include
incone of the community dividend inconme account
established under AS 37.13.147. Net incone of the fund
shall be conputed annually as of the last day of the
fiscal year in accordance wth generally accepted
accounting principles, excluding any unrealized gains
or |losses. Inconme available for distribution equals 21
percent of the net incone of the fund for the | ast
five fiscal years, including the fiscal year just
ended, but may not exceed net incone of the fund for
the fiscal year just ended plus the balance in the
earni ngs reserve account described in AS 37.13. 145.

* Sec. 3. AS 37.13 is anended by adding a new
section to read:

Sec. 37.13. 147. Comuni ty di vi dend i ncome
account. (a) The comunity dividend income account is
established as a separate account in the fund. Money
in the account shall be invested in investnents
aut hori zed under AS 37.13.120 and the incone shall be
retained in the fund.

(b) The corporation shall calculate and request
an appropriation for each fiscal year from the
community dividend income account of an anount that
equals five percent of the year-end market val ues of
the account, averaged over the preceding three fiscal
years. The anount requested nmay be appropriated from
the account to the Departnment of Comrerce, Conmunity,
and Econom c Devel opnent for community dividend incone
paynments under AS 29.60.850 - 29.60.879, or nobney nay
be appropriated in any anount for any public purpose.
Nothing in this subsection creates a dedicated fund.

* Sec. 4. The uncodified law of the State of Al aska
i s amended by adding a new section to read:

TRANSI Tl ON. (a) After the transfers under
AS 37.13.145(b) and (c), on July 1, 2007, the Al aska
Per manent Fund Cor por ati on shal | transfer
$1, 000, 000,000 from the earnings reserve account to
the community dividend incone account (AS 37.13.147)
established in sec. 3 of this Act.

(b) Not wi t hst andi ng AS 37.13. 147(b), the Al aska
Per manent Fund Corporation nay not request an
appropriation from the comunity dividend incone
account for fiscal year 2008. The anount t he
corporation requests for fiscal year 2009 equals the
year-end market value of the account for fiscal year
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2008. The anount the corporation requests for fisca
year 2010 equals the year-end market value of the
account averaged over the preceding two fiscal years.

* Sec. 5. This Act takes effect July 1, 2007."

CO CHAIR LEDOUX related that she has offered Representative
Seaton, sponsor of Conceptual Anmendnent 1, the ability to
di scuss Conceptual Anmendnent 1. However, she announced that she
doesn't support Anendnent 1.

9:10: 46 AM

REPRESENTATI VE PAUL SEATON, Al aska State Legislature, related
that he is very supportive of revenue sharing and comunity
di vi dends. However, he expressed concern that the nechanism for
funding is problematic since Legislative Finance is predicting
that the state will be in a deficit situation next year and in a
deficit situation in the state's cash account through 2017 when
the gasline is anticipated. He opined that it's unlikely that
the legislature will divert approximtely 6 percent of its tota

revenue stream Therefore, Conceptual Anmendnent 1 provides a
different revenue streamto fund the community dividend program

The idea is to utilize the Amerada Hess fund, which is wthin
the permanent fund but can't be used for personal dividends.
The notion is to add nore noney to the Anerada Hess fund that
could be "streaned out” on a 5 percent of market value (POW),
"which the House passed by two-thirds to put it on a
constitutional amendnent several years ago, but that was to do
the entire permanent fund. This anmendnent sinply |ooks at the
Amerada Hess fund as well as sone additional funds. However,
there was sone resistance to utilizing Amerada Hess funds
because sone nenbers feel that revenue stream is necessary for
capi tal expenditures. This [anmendnent] takes noney from the
earnings reserve and leaves it there, while establishing a new
account within the permanent fund to generate revenue with a
spin off of 5 POW to fund the comunity dividend program
Representative Seaton said this 1is inportant because the
governor has included $48 nmillion in her budget, but it hasn't
been included in the House's budget.

9:14: 06 AM
REPRESENTATI VE NEUMAN surm sed that Representative Seaton's

proposal would still take noney fromthe earnings reserve of the
per manent fund di vi dend.
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REPRESENTATI VE SEATON noted his agreenment that all previous
prograns said that noney would be taken from the earnings
reserve to be placed in the general fund. However, Concept ual
Amendrment 1 doesn't do that as it merely establishes an account
within the earnings reserve from which noney generated from t hat
account coul d be utilized by the legislature. The
af orenenti oned would be decided by the legislature each year,
although it wouldn't renove a significant anmount of noney to be
placed in the general fund. Representative Seaton pointed out
that his proposal would remain in the permanent fund and be
managed by the permanent fund, but the 5 POW structure would be

used on the account. In further response to Representative
Neuman, Representative Seaton «clarified that his proposal
doesn't take $1 billion out of the earnings reserve but rather

establishes an account wthin the wearnings reserve of the
permanent fund from which spin off funds would be cal cul ated and
could be appropriated by the |egislature. "This deposit does
not renmove noney from the earnings reserve, it sinmply
establ i shes another account simlar to Anmerada Hess within the
permanent fund," he clarified.

9:16: 45 AM

CO CHAIR LEDOUX surm sed that this proposed account does i npact
t he permanent fund divi dend.

REPRESENTATI VE SEATON replied yes, and noted that he has a
spreadsheet from the Permanent Fund Corporation relating the
impact. He offered to reviewit for the commttee.

9:17: 09 AM

REPRESENTATI VE DAHLSTROM recalled that the governor has nade
statenents pertaining to funding for various nmunicipal issues
while being clear on her position with regard to the pernanent
fund divi dend. Therefore, Representative Dahlstrom said that
she doubted that the |egislature would receive the governor's
support for [the proposal enbodied in Conceptual Anendnent 1].
Although there are various feelings and interpretations
regardi ng Amerada Hess, the previous legislature found it to be
a revenue stream However, she opined that creating what's
proposed in Conceptual Anmendnent 1 is troubling and probably
won't be supported by this admnistration. Furt her nore,
Representative Dahl strom said that she can't support Concept ual
Amendnment 1 because of her commtnent to not spend pernmanent
fund noney without a vote of the people.
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9:19: 08 AM

REPRESENTATIVE CISSNA recalled the years in which the
| egi sl ature has been reviewing how to finance state governnent
in the face of deficits. For a nunber of years, endownents
were considered. She asked if that's essentially what
Conceptual Anendnent 1 proposes in that it takes the increases
in value of a percentage of funds [within the permanent fund].
She related her understanding that the corpus of the account
woul dn' t be touched.

REPRESENTATI VE SEATON said Representative Cissna is basically
correct. In the past, the [legislature] reviewed taking the
entire permanent fund and creating a POW endownent, which
woul d've utilized a portion of the principle and that would ve
required voter [approval]. However, the earnings are avail able
to the legislature for appropriation and by statute the
| egi slature appropriates up to 50 percent of the earnings,
averaged over five years, to pay for the permanent fund
di vi dend. The legislature hasn't wutilized the earnings,
al though there have been tinmes when it has taken the earnings
and re-deposited that into the principle. Conceptual Anmendnent
1 doesn't propose any of those and doesn't elimnate a future
| egi sl ature's option because it can always renove the account or

appropriate the account. Generally, when the legislature
establishes a program that spins off noney, it reappropriates
the funds if the programis working well. Representative Seaton
pointed out that this [proposed] fund isn't sweepable. He

characterized this proposal as the nobst protected nanner in
which to have sonething w thout having a dedicated fund, which
is prohibited by Al aska's constitution.

REPRESENTATIVE CISSNA related her experience t hat t he
| egislature has continually declined to put nonies aside for
revenue sharing. She asked in what way this would be an
i nprovenent over other revenue sharing suggestions.

REPRESENTATI VE SEATON opined that he didn't believe nost
| egislators would set aside 6 percent of the state's revenue
stream when facing predictions of 10 years of deficit spending.
Under the proposal enbodied in Conceptual Amendnent 1 noney can
be appropriated by the legislature, but it doesn't take the
deposit out of the permanent fund and thus continues to be
managed by the Permanent Fund Corporati on.

9:24: 01 AM

HOUSE CRA COW TTEE - 25- March 22, 2007



CO CHAIR FAI RCLOUGH observed that there is a great divide on
this issue and the funding stream She asked if the conmmttee
is interested in hearing a point-by-point review of the
amendment .

REPRESENTATI VE NEUVAN said that he can't support Conceptua
Amendnent 1 wi thout voter approval.

REPRESENTATI VE DAHLSTROM related that she doesn't believe it
would be worth the conmttee's tinme to review Conceptua
Amendnent 1. She reiterated that she can't support the
amendment .

9: 24: 55 AM

CO- CHAI R LEDOQUX wi t hdrew Conceptual Amendnent 1. There being no
objection, it was so ordered.

REPRESENTATI VE SEATON t hanked the conmittee for allowing himto
bring the proposal forward. He then drew attention to page 1,
line 22 through page 2, line 8, [of Conceptual Anendnent 1] and
noted the lack of indexing the base comunity allotnents to
i ncrease funding.

9: 26: 25 AM

REPRESENTATI VE CI SSNA opined that revenue sharing just has to
happen. Al t hough touching the general fund never seens to fly,
she hoped that people wll renenber that there are other
alternatives.

9:27:20 AM

REPRESENTATI VE NEUVMAN related his belief that considerable
anounts from the general fund have been spent on revenue sharing
progranms throughout the state. He specified that such funds
have cone through discretionary funds and capital funds.

9:28: 35 AM

CO CHAIR LEDOUX noved to report HB 202 out of commttee with
i ndi vi dual recommendati ons and the acconpanying fiscal notes.

REPRESENTATI VE OLSON obj ected, noting that the |egislation has
the followng two problens: the funding source and the fisca
not e. Representative O son related his support for revenue
sharing, but opined that HB 202 isn't the appropriate vehicle.
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He nentioned that he had provided an anendnent to the sponsor
that would' ve had a $32-$34 mllion fiscal note, but that he
woul dn't offer it.

9:29:52 AM

REPRESENTATI VE ClI SSNA asked if Representative O son is thinking
of introducing legislation on this matter.

REPRESENTATI VE OLSON answered, "Not at this tine, no." In
further response to Representative Ci ssna, Representative { son
i ndicated that he wouldn't offer his alternative as an anmendment
on the House floor, but offered to provide it to Representative
G ssna.

9:30:16 AM

REPRESENTATI VE DAHLSTROM related her wunderstanding that the
House Finance Committee is reviewing other avenues [to fund
revenue sharing].

9:30:40 AM

REPRESENTATI VE NEUVMAN said that he will allow HB 202 to pass
fromthe House Community and Regional Affairs Standing Conmttee
for discussion in the House Finance Comrittee, although he
doesn't totally agree with the funding sources and anounts.

CO CHAI R LEDOUX rel ated her understanding that the House Fi nance
Commttee is studying the issue of revenue sharing and a vehicle

IS necessary. The funding source and percentage, she opined,
wll be left to the House Finance Conmmittee.
9:31:45 AM

REPRESENTATI VE OLSON comented that he won't be offering his
anmendnent or alternative |egislation because he doesn't have the
time to do it correctly.

9:32: 07 AM

CO CHAIR FAIRCLOUGH related her wunderstanding that [the House
Fi nance Conmittee nmenbers] are |ooking for a vehicle for revenue
sharing, but it doesn't nean that it wll be from the
operational side of the budget. As pointed out earlier, it's
difficult to find a dedicated revenue stream when 80 percent or
nore of the state's budget is based on oil prices and declining
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oi | production. She mentioned her great enpathy for the desire
to create a stabilized stream and will support HB 202 noving
forward. However, she noted her agreenment with Representative
A son regardi ng the percentage. She highlighted that 2 percent
is much nore in line with the revenue sharing brought forward by
t he House Finance Conmttee in a previous year.

9:34:10 AM

CO CHAIR LEDOUX said that the 6 percent sends a strong nessage
and the House Finance Committee can do what it will based on the
financial information it has.

9:34:31 AM

REPRESENTATI VE SALMON rel ated his support for HB 202.

9:34: 54 AM

REPRESENTATI VE DAHLSTROM noted her agreenment wth Co-Chair
Fairclough as the intent of HB 202 is worthy, although she
antici pated changes in the House Finance Conmitt ee.
REPRESENTATI VE OLSON mai ntai ned hi s objection.

9:35:24 AM

A roll call vote was taken. Represent ati ves Dahl strom Neuman,
Cissna, Salnon, LeDoux, and Fairclough voted in favor of
reporting HB 202 from commttee. Representative O son voted
against it. Therefore, HB 202 was reported out of the House
Community and Regional Affairs Standing Conmittee by a vote of
6- 1.

9:35: 58 AM

ADJ QURNVENT

There being no further business before the commttee, the House
Community and Regional Affairs Standing Conmmittee neeting was
adj ourned at 9: 36: 04 AM
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