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CS SB 53 (FIN was HEARD & HELD in Conmttee for
further consideration.

CS SB 72(FIN)
An Act relating to the comunity revenue sharing
program and providing for an effective date.

CS SB 72 (FIN was HEARD & HELD in Conmttee for
further consideration.

3:26:13 PM
#SB72
CS FOR SENATE BILL NO 72(FIN)

An Act relating to the comunity revenue sharing
program and providing for an effective date.

TIM GRUSSENDORF, STAFF, SENATOR LYMAN HOFFMAN, expl ai ned
that SB 72 would establish a sustainable revenue sharing
program based on the owner-state concept. The resources of
the State belong to all Alaskans. Cities and boroughs were
formed by the State as political subdivisions to provide
services to the people. Wthout revenue sharing, the entire
cost of basic services is borne by |ocal taxpayers.

M. Gussendorf continued, skyrocketing fuel and retirenent
system costs and inflation, in conjunction with severe cuts
in revenue sharing over the past several years have |oca
governnents trying to continue to provide even basic
services such as snow renoval, road nmaintenance, public
safety and educati on.

SB 72 provides a neans for sustainable revenue sharing in
order to allow communities to continue providing basic

servi ces. SB 72 allows the Legislature to allocate 3% of
certain natural resource revenues or up to $50 million
dollars for community revenue sharing each year. Basi ng

revenue sharing on the State’s annual inconme allows for the
flexibility needed to continue the programduring | ean years

when State revenues are down. Wthout a consistent &
dependabl e revenue sharing, provisions of basic services
will continue to decline. Some small communities have
already closed their doors. SB 72 provides the tool to

solve the problem of helping |ocal governnments fund basic
servi ces.

3:29: 53 PM

Representative Hawker asked if the bill before the Commttee
was for the $50 thousand dollars. M. Gussendorf explained
that it initially was intended to be $75 thousand dollars
and he requested the Conmttee to amend that | anguage.

3:31:10 PM
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M. Gussendorf overviewed handout 1, Senate Finance
Commttee (SFC) nunmbers. (Copy on File). Al nunbers from
communities within a borough were backed out in order that
there be no “double dipping”. He pointed out the base
support per capita colum, giving Anchorage $3.5 nillion
dollars with the percent colum tying it to SB 125 [cost
share]. O the $66 mllion dollars spent by the State to
get conmunities to the 22% mark, Anchorage receives $26
mllion, which represents 39.76% of the total.

3:33:26 PM

M. Gussendorf noted that SB 72 attenpts to proportionately
apply that nunber to the revenue sharing bill, a |esser
anount . If an area does not participate in the Public
Enpl oyees Retirenment System (PERS) and/or is under the 22%
anount, a zero will be indicated.

3:34:23 PM

M. Gussendorf referenced the redistribution of the PERS
capita colum, which is the total equaling $6.1 nmillion
dollars and redistributed to the conmunities either fewer
than 22% or those that did not participate in the PERS.
That action was incorporated to keep it accurate & in
proportion to SB 125. State assistance pays to get to the
22% col um and pl aces Anchorage at $26 nmillion dollars for a
total PERS assistance and revenue sharing of $34.3 nillion
dollars, equaling 30% of the two prograns conbi ned. A
popul ati on determ nation was made with the FY0O6 nunbers and
has not been confirnmed yet.

3:36:48 PM

Representative Thomas inquired if there would be a review of
changes made during the hearing in the House Community and
Regi onal Affairs (HCRA) Commttee. M . G ussendor f
explained in that Conmttee, the unincorporated communities
that reside w thin boroughs addressed. He understood that
there are 30 conmmunities neeting qualifications for
essential services. The Senate Finance Conmittee (SFC)
decided that should be a policy call and that those areas
have not been included since revenue sharing was started.
They do not receive a base amobunt & are usually covered
within the borough allocation. He discussed, those changes
add another $1 million dollars to the program

3:38:41 PM

Representative Thomas asked if the PERS/ TRS contributions
made wthin a borough had been “backed out”. M .
Grussendorf noted such cal cul ati ons had not been nade in the
previous conmttees. |If the popul ati ons were backed-out and
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put in with the unincorporated communities, the PERS nunber
woul d decline, contributing at a different anount, changing
the formul a.

3:40: 06 PM

Representative Gara questioned how that conpared to |ast
year. M. Gussendorf replied it was the sane.

Representative Gara inquired if the anount adds nore
uni ncor porated comunities this year. M. Gussendorf said
that the unincorporated communities had not been included
| ast vyear. Representative Gara voiced concerns that some
communities will receive |ess than |ast year; he recommended
inflation proofing and cappi ng.

3:41: 43 PM

Co-Chair Meyer interjected that last year, it was called
Energy Assistance and was in the amount of $65 mllion
dollars. He understood that the version passing out of the
HCRA Committee included nore communities than the SFC
versi on.

3:42: 37 PM

Representative Nelson noted the fiscal note had increased by
$1 million dollars, however, the anmount of noney for the
uni ncorporated comunities had been diluted by adding the
30. She questioned if the additional funding had been
all ocated to the incorporated comrmunities.

Co-Chair Meyer requested that sonmeone from the HCRA
Commttee explain the fiscal inpact. Vice Chair Stoltze
poi nted out that the SFC did not have many legislators from
Anchor age; he recommended that the House Finance Committee
(HFC) scrutinize it nore closely.

3:45:51 PM

Representati ve Hawker discussed taking the absolute anount
that the comunities received as a percentage of the entire
benefit. The absolute nunber is being reduced by a per
capita fornul a. He argued that within the PERS sol ution

there is concern with the equity of the conclusion. He was
worried with the distribution formula and did not think it
was fair. M. Gussendorf explained it had been done
proportionately to pay assistance in order to get the rate
reduced to 22% He hoped it was fair & that all conmunities
woul d be incl uded.

Representative Hawker commented that the fornula was neant

to “punish” communities that provide for thensel ves. He
poi nted out that the PERS school districts had been factored
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in at 22% M. Gussendorf maintained that the |egislation
was not punishing but rather including. Having a statew de
revenue sharing program including all the conmunities is
fair. It is inportant to include them all through the per
capita shared in the State resource revenue. Representative
Hawker pointed out that Fairbanks was a good exanple of a

case in dispute. M. Gussendorf enphasized that the bill
is all inclusive.
3:53:37 PM

Represent ati ve Hawker reconmmended di scussing the fund source
change.

Representative Nelson addressed the issues of revenue

sharing versus PERS/ TRS. Revenue sharing and nunicipal
assistance had been renoved during the operating budget
di scussi ons. She voiced concern that comunities that do

not participate in PERS, will be receiving nothing, which is
unfair. Wth a PERS/TRS fix to communities that have a 33%
rate, adjusting it, others wll be paying nore than they
shoul d and woul d be placed on a “hero’s list”. She believed
that communities on the list should not be punished because
of their foresight & planning.

Representative Kelly pointed out that even though Fairbanks
has a high nunber of public enployees, they have never
m ssed a paynent; they were placed on the “hero’'s list”.
M. Gussendorf pointed out that Fairbanks had been included
in statew de revenue sharing.

Representative Gara questioned the amount of revenue sharing
| ast year. Co-Chair Meyer renenbered that the total anount
last year was $65 nillion dollars including the PERS
i ncreased anount and sone energy assi stance. Representative
Hawker concurr ed.

Representative Gara asked if those funds were distributed
al ong the revenue sharing fornmula. Co-Chair Meyer discussed
adding nore dollars for PERS/TRS this vyear; he thought
Anchorage was being reduced from40%to 22% PERS

4:00: 37 PM

Representati ve Hawker spoke to equity. He referenced the
spreadsheets and the State assistance amount of $65.9
mllion dollars, approximtely $100 dollars per head. He

t hought the anpbunts were being disproportionately reduced.
M. Gussendorf acknow edged that, however, pointed out that
Anchor age nakes the nean at $94 dollars per capita.

Representative Nel son recommended that in order to make the

di scussion “fair”, the Commttee should apply the Institute
of Social and Econom c Research (ISER) study on area cost
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differentials, stressing that the cost of living is greater
the further “out” one goes in the State.

Representative Gara pointed out that the proposed amount of
revenue sharing is |l ess than when the State was in a “budget
deficit node”; it has not been adjusted for inflation, which
i s inadequate.

4: 05: 33 PM

Co-Chair Meyer asked about discussion heard in the HCRA
Comm ttee.

REPRESENTATI VE GABRI ELLE LEDOUX distributed the spread
sheets from HCRA and addressed policy concerns. (Copies on
File). She comrented on disincentives for organizing into a
borough, stating that the 30 communities were being puni shed
and not providing fire protection, energency nedical, water
& sewer, and/or the four other criteria. The HCRA
Conmittee version included those communities.

4:08: 29 PM

REPRESENTATI VE PAUL SEATON added that the HCRA version did
addr ess concerns voi ced by Representative Hawker
incorporating a cap of $50 thousand dollars. He referenced
t he spreadsheets fromthe Departnent of Community & Econom c
Devel opnent .

Representative Seaton stated that the unincorporated
communities only count if they supply three criteria and not
t hose supplied outside the boroughs. Everyone wll gain by
adopting that version. The municipalities went from a per
capita anount to a per capita distribution of 47.60% The
uni ncor porated per capita is equalized anong both inside and
out si de t he boroughs.

Representative Seaton indicated that there would be no
doubl e- di ppi ng. Al so, the difference between the
uni ncorporated is that there would be no PERS distribution
and no revenue sharing in the PERS fornmula for any of those
conmuni ties.

4:12:49 PM

Representative Thomas inquired if the uni ncorporated
communities would have to provide for the education fund

Representative Seaton said yes but do not provide for the
actual school, which is provided by a school district or by
a borough.

Representative Thomas hoped that the bill would provide

f undi ng for t hose not recei vi ng t he PERS/ TRS
Representative Seaton noted that the PERS adjustnent goes
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toward school district borough assistance and that revenue
sharing is different from the TRS, offsetting the cost
i ncrease. Revenue sharing provides support to provide basic
| ocal services.

4:15: 29 PM

In response to Co-Chair Chenault, Representative LeDoux
outlined the seven criteria:

. Fire protection

. Emer gency nedi cal service
. Water & sewer

. Sol i d wast e managenent

. Publ i ¢ road mai nt enance

. Public health

. Search and rescue

Co-Chair Chenault asked if his area qualified, noting that
they had not been included in the 1list. Representati ve
Seaton asked if they were classified as a second class city
and recomended a reassessment.

4:18:07 PM

Vice Chair Stoltze nentioned concerns with his district &
the criteria. Representative Seaton said if they were
provi ded for independently, the bill as witten does not

remove froma nmunicipality; it can be adjusted for cities.

Representati ve LeDoux added it does not address road service
areas, conmunities, which are managed through grants or
paying into a central community entity to provide benefits.

Co-Chair Chenault commented his area has elected to tax in
order to provide services. Representative LeDoux did not
understand why that district had not been incl uded.

Vice Chair Stoltze spoke to the reality of |ocal governnent
frustration. Representative LeDoux reiterated that nost of
the areas are renpbte with few road system accessibility.

4:22:01 PM

Representative Gara pointed out that $48.1 mllion dollars
was equal to the amobunt paid |ast year in energy assistance.

Vice Chair Stoltze stated that past per head capita revenue
sharing had been generous.

Representative Gara referenced the | anguage on Line 10, Page
1, version \L, that the anmount could not be greater than $50
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mllion dollars. Unless statute is changed, the anmpbunt can
never increase beyond $50 million dollars. Representative
LeDoux concurred. Representative Gara questioned placing
the language in statute because it prevents inflation
pr oof i ng.

4:25:12 PM

SHAWN CRONDAHL, ALASKA MUNCIPAL LEAGUE (AM.), JUNEAU,
testified that AML supports SB 72 - revenue sharing. She
pointed out that revenue sharing began in 1969 with the
intent to assist |ocal governments financially so that they
could provide adequate |evels of services. The lack of
revenue sharing for the past several years along wth
increases to the PERS contributions have destabilized |oca
property sales tax rates and threatened the provisions of
basic public safety and other critical services.

Ms. Crondahl advised that SB 72 & SB 125 are an acceptable
conprom se to the nunicipalities. She stated that the $50
mllion dollar cap is |less than the Legislature provided in
previous years. She read from prepared statenents.

4:28: 58 PM

Ms. Crondahl pointed out that SB 72 only asks 3% of certain
natural recourse revenues and a small share of royalties
She maintained that stable |ocal governments provide the
best atnosphere to live, work and do busi ness.

Vice Chair Stoltze noted that previously, revenue sharing
had been funded through the Permanent Fund & asked AM.’s
position on that. M. Crondahl responded that the Permanent
Fund could be politically sensitive.

4:32:42 PM

Representative Gara spoke to the future year’s funding cap.
Ms. Crondahl pointed out that the original bill offered a
flat 6% certain of all natural resource revenues and in
FY08, the amount was estimated to be $120 nmillion dollars.

4:33:46 PM

DENI SE MCHELS, MAYOR, CITY OF NOVE, spoke on behalf of the
| egislation, pointing out that it wuld be a *“good
begi nning” for revenue sharing. The Cty of Nonme has di pped
into reserves for the past several years. Rural vill ages
are hurting and cannot sustain basic services.

4:35:20 PM

DI CK WYLAND, (TESTIFIED VIA TELECONFERENCE), MAJOR, CITY COF
SELDOVI A, stressed the inportance of revenue sharing. He
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noted services provided by the Gty had been reduced. The
legislation will provide a great asset, acknow edging that
Seldovia could “survive” wth the $48 million dollar
addition to the PERS/ TRS f undi ng.

4:37:52 PM

Representative Gara pointed out that there is a cap
preventing future revenues from exceeding the $50 million
dol | ars. Mayor Wl and hoped the |evel would increase next
year. He acknowl edged the inportance of capital projects,
hoping that revenue sharing could provide planning for
ext ended projects. He noted that his area has one of the

hi ghest sales taxes in the State. The community is noving
toward becomng a retirenent community and is struggling as
are nost other coastal conmmuniti es.

In response to a question regarding property tax by Vice
Chair Stoltze, Myor Wl and said they are paid year-round,
however, sone properties are not residential and not taxed.

4:41: 35 PM

JEROVE SELBY, (TESTIFIED VIA TELECONFERENCE), MAYOR, KODI AK
| SLAND BOROUGH, testified in support of the |egislation,

i ncluding the unincorporated conmunities. The 1 egislation
acconplishes a nunber of inportant itens. The noney
received fromthe State is based on natural resource incone,

which is a critical factor in that it is the “people’s
nmoney”. He felt it was appropriate to return sone of those
revenues to help on the l|ocal |evel. He acknow edged t hat
the help of the PERS/ TRS would shift nore than 3% to rura

comunities. It takes $100 to $125 thousand a year to have
a functioning government conmmunity and shifting the PERS
adj ustment, small comunities could be in the range of $85 -
$125 thousand. The | egislation acconplishes the objective
of getting noney to all comunities, particularly the
smal | er ones. He addressed unincorporated borough
di stribution of noney.

4:46: 25 PM

DAN  COFFEY, (TESTIFIED VIA TELECONFERENCE), CHAI RVAN,
ANCHORAGE ASSEMBLY, spoke in support of SB 72. Anyt hi ng
received from the State in Anchorage goes “dollar for
dollar” toward property tax relief. He nmaintained that new
prograns would not be started through additional funding

He nentioned that this year’s tax assessnment has been held
in order that it can be adjusted in accordance of
| egi slative action. He pled for a revenue sharing bill that
could be counted on.
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In response to a question by Co-Chair Myer, M. Coffey
advised that relief from PERS/ TRS would also go toward
property taxes.

4:49: 42 PM

Responding to Vice Chair Stoltze, M. Coffey noted that
Anchorage bares a l|large burden for social services from
people noving in from small towns & vill ages. He did not
know enough to debate the value of the legislation for
Anchorage. The Anchorage Assenbly is |ooking for a |evel of
certainty and hopes the Legislature is able to find a fair
dynami c. He preferred “any relief to no relief”. Vi ce
Chair Stoltze nentioned the difficulty in making statutory
changes. M. Coffey acknow edged the risk of “going down a
road that the direction cannot be changed”, reiterating the
i nportance of tax relief.

4:53: 07 PM

Representative Nelson referenced the social service burden
existing in Anchorage, stressing that if the Legislature
does not recognize the economc crisis of rural Al aska, the
mgration to Anchorage is going to create an even greater
soci al service burden. She noted that Anchorage has a high
| evel of nunicipal services. She stated she woul d support
paying sales tax while visiting Anchorage. Co- Chair Meyer
interjected that Anchorage currently pays high property
t axes.

4:56: 03 PM
Representative Gara observed that North Slope oil has
resulted in many benefits for Anchorage. M. Coffey

mai ntai ned that the reliance on property tax outstrips the
ability of property to ultimately neet the burden.

Co- Chair Chenault asked the property tax rate in Anchorage.
M. Coffey replied 13 to 16 mlls, depending on the service
ar ea. Co-Chair Chenault noted that Kenai pays 12.5 to 13
mlls with a 2.5 percent sales tax in order to provide equal
servi ces. M. Coffey observed the reluctance of Anchorage
residents to accept a sales tax; each election has over a
70% “no” vote when on the ballot. Co- Chair Chenault noted
that taxes can help provide property tax relief. He pointed
out that Kenai provides $14 nmillion toward schools, not paid
t hrough property taxation.

4:59: 24 PM

Co-Chair Chenault asked the percentage of property owners
versus popul ation. M. Coffey thought about 66% of
Anchorage citizens own their own hones, with a declining
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availability of land. He stressed that Anchorage woul d need
ot her specialty taxes or cut services.

5:00:46 PM

Representative Gara asked for nore information regarding the
cap.

Bl LL RCOLFZEN, LOCAL GOVERNMENT SPECI ALI ST, DEPARTMENT OF
COMVERCE, COVMUNI TY AND ECONOM C DEVELOPMENT, expl ai ned t hat
6% is roughly $126 nillion dollars.

Representative Nelson asked how the HCRA version would
affect small unincorporated comunities. M. Rolfzen noted
that there are an estimated 30 communities that would be
funded, the first time in the history of revenue sharing
t hat uni ncorporated conmunities w thin boroughs are funded.
Those communities have not been part of the fornmula since
they were in an organi zed borough and were then cal cul ated
wi thin the borough’s determ nation. Borough assenblies have
been responsible for that funding. Co- Chair Meyer noted
that boroughs do not always distribute their funding
equi tably.

5:05:32 PM

CSSB 72 (FIN) was HEARD and HELD in Committee for further
consi derati on.

#SB53
CS FOR SENATE BILL NO. 53(FIN)

An Act making and anending appropriations, including
capital appropriations, supplenental appropriations,
and appropriations to capitalize funds; ratifying
certain expenditures; and providing for an effective
dat e.

Co-Chair Meyer stated that the Senate version of the capita
budget had been received in Conmttee. He advised that the
House Finance Conmittee version preparation would be
prepared by | ate evening.

FRED FI SHER, STAFF, SENATOR BURT STEADMAN, spoke to the CS
SB 53(FIN)\' N version outline.

. Sections 1-6 are capital projects and grants

. Section 7 is the FYO8 operating line for the
nonetary terms  of the collective bargaining
agreenment s

. Sections 10- 24 I ndi cat es FYO7 suppl enent al
appropriations
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. Sections 25-31 provides the |anguage sections
pertaining to the FYO8 capital appropriations

. Sections 32-45(a) indicates reappropriation itens

. Section 45(b) provides an FYO8 operating item

. Section 46 indicates a reappropriation item

. Section 47 is a supplenental appropriation item

. Sections 48 & 49 are reappropriations

. Section 51 is a reappropriation item

. Sections 52 & 53 are appropriations to the renaining

FYO7 surplus to the Constitutional Budget Reserve
(CBR) & the Alaska Housing Finance Corporation
(AHFC) conponents

5:12:52 PM

M. Fisher noted the total capital budget grants from
General Fund sources are $458.6 nillion dollars, of which
$240.6 mllion were Governor request itenms; $218 mllion SFC

additions including Railbelt Energy and National Petroleum
Reserve- Al aska (NPR-A) inpact grants, totaling an additional
$85 million dollars.

5:14:32 PM

CS SB (FIN) was HELD in Commttee for further consideration.

5:15:26 PM

Representative Gara inquired about the outstanding bills
remaining in Commttee.
#

ADJ OURNIVENT

The neeting was adjourned at 5:15 P. M
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