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W TNESS REG STER

CAROL BEECHER, Intern

to Representative John Coghill

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented HB 185 on behalf of the sponsor,
Representati ve Coghill

CATHY WASSERMVAN

Al aska Muni ci pal League (AM.)

Juneau, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 185.

RENE BROKER, Borough Attorney

Fai rbanks North Star Borough (FNSB)

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 185.

TAMM E W LSON
Fai r banks, Al aska
POSI TI ON STATEMENT:  Expressed concerns with HB 185.

STUART DAVI ES

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Encouraged the comrttee to vote in favor
of HB 185 and pass it this year.

LUKE HOPKI NS, Menber

Fai rbanks North Star Borough Assenbly

Fai r banks, Al aska

PCSI TI ON STATEMENT: Stated his support for HB 185.

RANDY FRANK, Menmber
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Fai rbanks North Star Borough Assenbly;
Chair, Road Service Area Committee

Fai r banks, Al aska

PCSI TI ON STATEMENT: Testified on HB 185.

ED MAHONEY, Chair

Service District 1

Kodi ak, Al aska

PCSI TI ON STATEMENT: During hearing of HB 185, testified that
everyone within a road service area should pay the taxes.

LORI DAVEY

Sout h Gol den Vi ew Rural Road Service Area

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in favor of HB 185.

SANDRA W LSON
Fai r banks, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 185.

SONI A CHRI STENSON, St af f

to Representative Johansen

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented HIR 18.

W LFRED RYAN, Presi dent

Al aska Air Carriers Association (AACA);

President, Arctic Transportation Services

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to the concept of
the Next CGen, especially in regard to expanded user fees.

ANDY CEBULA, Executive Vice President

Government Affairs

Aircraft Omers and Pilots Associati on (AOCPA)

(No address provi ded)

POSI TI ON STATEMENT:  Testified that AOPA believes the passage of
HIR 18 is inportant.

DEE HANSON, Executive Director

Al aska Airmen's Associ ation

(No address provi ded)

POSI TI ON  STATEMENT: Testified that HIR 18 is inportant to
general aviation and Al askans.

TOM GEORGE, Al aska Representative
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for the Aircraft Omers & Pilots Association

Fai r banks, Al aska

PCSI TI ON  STATEMENT: During hearing of HIR 18, expressed
concerns with the federal |egislation.

ACTI ON NARRATI VE

CHAIR KYLE JOHANSEN called the House Transportation Standing
Commttee neeting to order at 1:34:18 PM Represent ati ves
Johansen, Doogan, Kohring, and Fairclough were present at the
call to order. Representative Neuman arrived as the neeting was
i n progress.

HB 185- MUNI Cl PAL ROAD SERVI CE AREAS

1: 34: 18 PM

CHAI R JOHANSEN announced that the first order of business would
be HOUSE BILL NO 185, "An Act relating to certain nunicipa
service areas that provide road services." [Before the
commttee is CSHB 185(CRA)].

1: 34: 36 PM

CAROL BEECHER, Intern to Representative John Coghill, Al aska
State Legislature, provided the foll ow ng testinony:

The bill, HB 185, ... deals with alteration of road
service area boundaries to ensure taxpayer fairness.
Under existing law, the borough |acks any effective
nmeans to alter existing road service area boundari es,
even when necessary to ensure taxpayer fairness.
Because only those properties within the service area
boundaries can be required to contribute to the cost
of the service area. The borough's inability to
adj ust boundaries creates two taxpayer fairness issues
that the proposed legislation attenpts to resolve.
Currently, resolution of both problens depends upon
taxpayers' wllingness to vote against their own
financial interest.

Presently, state law permts borough residents living
outside a road service area to use road 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
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to contribute to the cost of construction or
mai nt enance of these roads by voting down any
annexation attenpt. This problem wusually arises
because of subsequent devel opment near a service area
which utilizes existing service area roads for access.
Wiile the borough demands, through its subdivision

| aws, t hat the owner, subdi vi der s, consent to
annexation into the service area as part of the
subdi vision application, state law still requires an
el ection if anyone resides in the area, including the
subdi vi der. These annexation votes typically fail as

individuals are reluctant to join a service area when
they can instead use these maintained roads for free.
The proposed change to state law would fix this
problem by allowing a service area to annex property
that uses its roads for their sole or legally required
access wWthout a separate vote of the property to be
annexed.

The second problem is the direct opposite. Her e,
people find thenselves, either because of the way the
original boundaries were drawn or due to subsequent
road devel oprment, paying into a road service area even
t hough they do not utilize the service area roads for
access on to their property. Service areas, however,
are often reluctant to vote to renove property from
the service area because that effectively raises taxes
on the remaining property owners. The proposed change
to state law would fix this problem by allowing the
assenbly to exercise its judgnent to alter, Dby
ordi nance, the service area boundary to exclude that
property or properties that do not use service area
roads.

1: 37: 26 PM

REPRESENTATI VE KCHRING related his understanding that if there
were to be an annex, the nonies collected from taxes would go
directly to the road used.

M5. BEECHER clarified that [a taxpayer] who lives in the borough
woul d continue to pay his/her property taxes. The portion taken
for the road service area woul d be taken out for that purpose.

REPRESENTATI VE KOHRING said that he wants to be sure that a
resident who is forcibly annexed has his/her taxes resulting
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from the annexation go directly to the roads being used to
access the property.

MS. BEECHER i ndi cat ed her agreenent.
1:38:56 PM

REPRESENTATI VE FAI RCLOUGH, drawing wupon her know edge from
representing a district with road service areas, shared her
understanding that road service areas only function to nmaintain
the roads in that service area. She nentioned that there nmay be
an adm nistrative charge, through |ocal governnent, if soneone
el se is managi ng the road service area's noney.

1: 40: 02 PM

CATHY WASSERMAN, Al aska Municipal League (AM.), related AM's
support for HB 185. She inforned the comrittee that in the |ast
year AM.'s nenbership has discussed this issue and has included
the followng statenent in its FY 2007 Policy Statenent:

The League supports |legislative changes that would
enable | ocal gover nment to regain control and
managenment of its service areas. By regaining this
authority, |local governments can ensure that service
areas are established, operated, and altered in a
manner consistent with the constitutional purpose of
service areas and the overall public good.

As the |aw now reads, boroughs have no way to address
the needs of service area residents when the solution
mght [result in the] alteration of boundaries.
Especially in situations of taxpayer fairness, borough
hands are tied. If residents of a newy devel oped
area nust use service area roads for their only or
legally required access and they live outside the
service area, the boroughs only option for solving
this issue is to hope |like heck that these people wll
positively junp at the chance to increase their taxes.
To date, that has not been a popul ar stance.

This bill would allow for annexation of the newy
devel oped property wthout a separate vote of the
property to be annexed. Anot her problem that has

ari sen due to boroughs lacking the authority to alter
their own service areas is that if a road is no |onger
used by residents of the service area, either due to
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new roads, changes of population patter, and so forth

they will still be required to pay into that road
service area. However, again, the current |aw would
require a vote by service area residents to willingly
raise taxes on the remaining residents. If that

particul ar unused road area was renoved, HB 185 would
allow borough assenblies to exercise their own
j udgnent to alter service area boundaries in
situations where property should be excluded due to
| ack of use.

Again, our position is that |ocal governnments should
be allowed to control and nmanage service areas wthin
their borough boundaries, and to that end we support
House Bill 185.

1:42: 29 PM

RENE BROKER, Borough Attorney, Fairbanks North Star Borough
(FNSB), related that FNSB is in support of HB 185, which both
the FSNB's road service commttee and assenbly have unani nously
support ed. She explained that the aforenentioned support is
achi eved because HB 185 al |l ows boroughs to address inequities in
the system and restore sone basic fairness principles to the

service area taxation system After all, the borough's nane is
on the tax bill received by the taxpayers, and therefore the
borough has an interest in ensuring that the tax bill is fair

and equitable. This legislation provides boroughs a manner in
which they can ensure that the tax burden resulting from the
cost of a service provided by a road service area is fairly
borne by all property owners using the roads constructed by the
road service area for their sole or legal access to their
property. However, the legislation still preserves the right of
the service area to vote on whether it wants property added to
its service area. Therefore, it's ultimately still the service
area's call, through a vote, to determ ne whether the increased
revenue is worth the increased obligation or potential problens.
Ms. Broker enphasized that this legislation doesn't force
property on service areas.

1: 44: 23 PM

TAMME WLSON inforned the commttee that |ast October she was
involved in a vote for a road service area. Al t hough her
section of the road woul dn't be nmi ntained, she would still have

to pay the sane amobunt of taxes and naintain the private section
of the road because the access to her road would be via the
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public road service area. She expressed concern that if there's
anot her vote, the boundary lines could be drawn such that she
woul d be excluded so that the vote could pass and then use HB
185 to annex her road. She related that when she approached the
borough to determ ne what would happen, she received a letter
specifying that since she has a private road, that road couldn't

be annexed because it wouldn't be maintained. However, this
| egislation doesn't specify what a public road is versus a
private road. Additionally, she expressed concern with regard
to fairness. She explained that currently residents pay taxes
in a road service area based on property taxes. In order to be
fair, everyone would pay the sane anmount, no matter the property
val ue. Ms. WIson enphasized that her |argest concern is that

the |l egislation renoves the right to vote.
1:46: 26 PM

REPRESENTATI VE FAI RCLOUGH asked whether Ms. WIlson's famly pays
road taxes into a service area.

M5. WLSON replied no, adding that everyone contributes and the
[fam | y] clears the roads. In further response to
Representative Fairclough, M. WIson confirmed that she drives
on other roads besides her driveway and for which she doesn't
pay. She explained that currently no one pays for those roads
because that road service area was voted down |ast year. She
mentioned that the road service area will likely be voted on
again this next Qctober.

REPRESENTATI VE FAI RCLOUGH stated that one of the issues is that
service areas only pay for roads inside the service area while
commuters travel on a road network to which they don't
contri bute. Al though Representative Fairclough noted her
agreenent with Ms. WIlson's thought process regarding fairness,
she said it's difficult to assess all the traffic and which
roads an individual uses in order to determine a specific
char ge. She related that in the district she represents, there
is a dual charge in which constituents are charged, at the
borough level, for all the roads outside their driveways and for
mai nt enance of t he r oads i nsi de t he service ar ea.
Representative Fairclough highlighted, "The issue is a bit
| arger than just individual driveways in that there are other
roads that are maintained throughout the system and the network
t hat people drive on."

M5. WLSON informed the conmttee that she was told that she
woul d be exenpt because her driveway cane to the private road
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where it would then nmeet the public accessible road. The
aforenentioned calls into question whether only that property
connecting to a road service area can be annexed or can an
entire section of property be connected, she pointed out.

1: 48: 26 PM

STUART DAVI ES began by informng the commttee that although he
is a nenber of the 23-mle service area, he is speaking as a
concerned citizen. He related his wunderstanding that the
| anguage change proposed in HB 185 would only inpact those
residents of a subdivision who can't access their property any
ot her way than traveling through a road service area.

CHAI R JOHANSEN rel ayed that the sponsor of HB 185 is nodding in
agr eenent .

MR. DAVIES surm sed then that HB 185 isn't annexi ng any property
owners, which he said he understood to be a separate process.

REPRESENTATI VE FAI RCLOUGH not ed her di sagreenent.

MR. DAVIES explained that he lives within the 23-mle road

service area. He estimated that at |east 14 parcels use 90
percent of the service area roads as their only access to their
property. Those individuals aren't currently included in the

23-mle road service area. He related his understanding that in
order to becone part of the road service area, both the taxpayer
and the service area taxpayers have to vote in the affirmative.
This | egislation, he opined, amends the |anguage such that those
outside of the road service area wouldn't have an ability to
vot e. M. Davies characterized HB 185 as a way of streamining
t he annexation process, but doesn't nean that those individuals
living on parcels within a road service area would automatically
be annexed. In conclusion, M. Davies encouraged the commttee
to vote in favor of HB 185 and pass it this year.

1:52:14 PM

LUKE HOPKINS, Menber, Fairbanks North Star Borough Assenbly,
related his support for passage of HB 185. He noted that he is
avai |l abl e for questions.

1:52:45 PM

RANDY FRANK, Menber, Fairbanks North Star Borough Assenbly;
Chair, Road Service Area Commttee, stressed that the idea for
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this bill originated from some road service area conm ssioners
who saw a problem and wanted to fix it. He went on to say that
if HB 185 passes, the assenbly will still have to go through a
public process for an annexation or for a property to wthdraw
froma service area.

1: 54: 20 PM

ED MAHONEY, Chair, Service District 1, related that wthin
Service District 1 there are state-maintained roads and borough
ordi nance specifies that those properties using the state-
mai nt ai ned roads are exenpt from paying the taxes to the service
area. M. Mahoney opined that everyone within [the road service
area] should pay the taxes otherwise it places an undue burden
on those that do pay the taxes. He characterized paragraph (4)

on page 2, which allows the exclusion of a parcel, as an
i nequity.
1: 56: 00 PM

LORI DAVEY, South Golden View Rural Road Service Area, explained
that the South Golden View area in Anchorage has been the

reci pient of nuch growth over the |ast seven years. In fact,
the area has accommobdat ed over 50 percent of the growh for the
Hllside area in Anchorage. The growth has resulted in an

addi ti onal burden on the roads since many of the new
devel opnents aren't annexing into the rural road service area

al though they predomnantly use the rural road service area
roads to access their property. Furthernore, the roads face the
devastation created by the equipnment used to build the new
housing. The road service area bears the burden of nmaintaining
the roads, she pointed out. In the last several years, the
limted road service area hasn't been able to keep up wth
mai nt enance and thus it has changed to a rural road service area
in order to obtain the ability to inprove the roads. Thi s
| egislation would help correct the inequities that the area has
experienced with the unnmaintained roads and new devel opnents
that are paying for the roads or the service area that the
residents are using. Ms. Davey noted that it may not be
financially feasible to bring in all the additional roads
outside of the service area because they would have to be
brought to a standard in which they could be maintained.

Therefore, the road service area nay choose to maintain sone of
the roads, although it nmay not choose to annex those roads
because of the associ ated expense.

1: 58: 22 PM
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SANDRA W LSON began by informng the conmttee that although she
is an intern for Representative Carl Gatto, she is testifying on
her own behal f today. Ms. WIlson testified in opposition to HB

185. In regard to fairness, she rem nded the commttee that the
[taxes in a road service area] are based on the resident's
assessed property val ue. She pointed out that an individual

with the highest assessed value hone in a road service area
could have only one vehicle while an individual with the | owest
assessed property value mght have multiple vehicles. In such a
scenario, the individual wth the highest assessed property
val ue and one vehicle is paying nore whereas the individual with
the |owest assessed property value and multiple vehicles is
payi ng | ess. She shared her belief that the aforenentioned is
unfair. She questioned what would occur in a situation in which
a subdivision is constructed in front of an established road
service area and the road service area residents have to use the
subdivision's roads to access their property. In such a
situation it doesn't seem fair that the subdivision could force
the road service area into the subdivision's road service area,
she opi ned. Ms. WIlson then pointed out that HB 185 doesn't
address a situation in which there are tw established road
service areas. Therefore, one established road service area nay
use the road service area roads of another and not be charged
for that.

2:00: 07 PM

Chair JOHANSEN, upon determining there was no one else who
wi shed to testify, closed public testinony.

REPRESENTATI VE FAI RCLOUGH infornmed the committee that she has
contacted the Miunicipality of Anchorage and the presidents of
| ocal road service areas from whom she received general support
for HB 185. She then inquired as to why paragraph (4) of the
| egislation is inportant.

M5. BEECHER expl ai ned that paragraph (4) addresses a situation
in which there is a parcel for a subdivision that is attached to
a road service area that isn't using that road service area for
its legally required access to that parcel. That provi sion
woul d all ow that subdivision to petition the assenbly to request
removal from the road service area so that the property owner
doesn't have to pay for service that he/she isn't using. MVs.
Beecher specified that the provision is included so that the
property owner doesn't have to obtain a vote from the other
subdi vi si on because they don't want to relinquish the properties
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that are paying into the road service area, even if the property
owners aren't using those roads. She directed the commttee's
attention to the map | abeled "Cordes Drive Road Service Area" as
an exanpl e.

REPRESENTATI VE FAI RCLOUGH comrented that she is in support of HB

185. She said, "As l|local governnents try to have devel opnent
encroach on those who have been long-tine residents of
communities, it is extrenmely difficult to provide adequate

safety access and paynent for that access in a roadway system
that does not allow sone judicious consideration by |[ocal

authorities.” She acknowl edged that it's painful for those
property owners who don't want to be annexed, and this
| egislation provides due process for that annexation and
inability to vote since the grievance can be taken to the |oca

governi ng body. However, she pointed out that in some instances
there is an over-arching need for a comunity to nmake
nodi fi cations to service areas.

2:04: 24 PM

REPRESENTATI VE NEUVAN rel ated that he spoke with folks in the
Mat - Su Val l ey about this |legislation, and they expressed concern
in regard to paragraph (4) on page 2. The concern was that
al t hough one may not use the [road service area roads] to access
hi s/ her property, the roads are used to travel through the
comunity. However, he opined that both sides of the nmatter
have been considered in the |egislation.

2:06: 36 PM

REPRESENTATI VE NEUVAN noved to report CSHB 185(CRA) out of
conmmttee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSHB 185(CRA) was
reported fromthe House Transportation Standing Comm ttee.

The comm ttee took an at-ease from2:07 PMto 2: 09 PM

HIR 18- OPPCSE FED AVI ATI ON FUEL TAX | NCREASE

2:09:21 PM

CHAI R JOHANSEN announced that the final order of business would
be HOUSE JO NT RESOLUTION NO 18, Opposing the enactnent of the
provisions in the Next Ceneration Transportation System
Financing Reform Act of 2007 that increase aviation fuel and
avi ati on gas taxes.
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REPRESENTATI VE NEUVAN made a notion to adopt CSHIR 18, Version
25-LS0830\C, Kane, 4/10/07, as the working docunent. There
bei ng no objection, Version C was before the conmittee.

2:09: 41 PM

SONI A CHRI STENSON, Staff to Representative Johansen, Al aska
State Legislature, provided the foll ow ng testinony:

HIR 18 is a resolution opposing the enactnent of the
provisions in [Federal Aviation Admnistration] FAA' s
Next Generation Air Transportation System Financing
Ref orm Act of 2007 [Next Gen] that inposes air traffic
control wuser fees and increases aviation fuel and

aviation gas taxes. ... As you all know, because of
Al aska's wunique geography and limted road access,
Al aska depends heavily on aviation for transportation,
nmedi cal needs, mail distribution, recreation, and
supplies and goods. Wth the aviation fuel and
aviation gas tax increase, FAA's legislation, ... also
called "Next Gen," wll make flying nmuch nore
expensive for Alaskans and increase the price of
shi pping goods and  suppli es. Wth the FAA

legislation, air traffic control user fees wll
decrease the Congressional role in determning FAA
spendi ng. This gives nore power to the FAA to nake
deci si ons for al | ai rports, not t aki ng into
consi deration Al aska's special needs, and favoring the
needs of |arger airline hubs.

2:11: 04 PM

REPRESENTATI VE NEUMAN asked whether there has been any contact
wi th Al aska's Congressional delegation on this matter.

M5. CHRI STENSON replied no, although she said that she has read
that Al aska's Congressional del egation has yet to conment on it.

REPRESENTATI VE NEUMAN inquired as to the econom c inpact of the
Next Gen legislation on Al aska. He noted that although this
would inmpact a large nunber of small airplanes, it would also
i npact the Ted Stevens International Airport.

M5. CHRI STENSON i ndi cated that she could research that.
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CHAI R JOHANSEN announced that he doesn't intend to nove HIR 18
at this tine.

2:13: 08 PM

W LFRED RYAN, President, Alaska Air Carriers Association (AACA);
President, Arctic Transportation Services, explained that the
Alaska Air Carriers Association represents a diverse group
ranging from single pilot operators to [Federal Aviation
Regul ations] FAR-Part 121 regional and national carriers. The
AACA objects to the concept of the Next Gen, especially in
regard to expanded user fees. He highlighted that the industry
al ready pays skill taxes, passenger ticket taxes, and freight
t axes. M. Ryan informed the commttee that the Next Gen also
elimnates the current passenger ticket and freight tax and
i npl ements a fee associated with the use of the Federal A rway
System and conmuni cations networKk. Additionally, part of the
federal proposal renoves Congressional oversight of the FAA
M. Ryan then related that the AACA objects to any change that
grants the FAA independence from Congress. He suggested that
the resolution should be anended to reflect the position of the
Al aska Air Carriers Association, consistent with the opinions of
its menbership. The aforenmentioned requires nore tine, and
therefore he recommended that the resolution remain in commttee
until the AACA fully devel ops anmendnents to the resolution that
appropriately address the issues.

2:15: 09 PM

REPRESENTATI VE FAI RCLOUGH asked if there is a deadline for
responding to the federal 1egislation.

MR. RYAN related his understanding that [AACA] has through the
end of this nonth, and perhaps into May, to draft positions on
the federal |egislation.

REPRESENTATI VE FAI RCLOUGH highlighted that the Al aska State
Legislature should have conpleted its session by md May.
Therefore, if the resolution is held in conmttee, the state
won't be able to conment on the matter. She related her concern
with regard to the Next Gen, but expressed her hope that AACA
could forward its objections within the next two weeks otherw se
the state will forego its opportunity, as a legislature, to
comment to Congress. She suggested that perhaps if AACA has
further objections, those could be addressed as the resolution
noves through the process. She then asked if AACA objects to
anything in the current version of HIR 18.
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MR. RYAN related his understanding that Congress is willing to
nmove forward on the Next Gen on My 10th. He then noted his
agreenent that HIR 18 needs to nove quickly through the House
He said that it would take no nore than a week to suggest
amendnents to HJR 18. M. Ryan clarified that the commttee
needs to understand that while the user fee inpacts the single
pilot and the small 135 operators, it benefits the large 121
regional national carriers. He related that AACA would be
confortable noving HIR 18 forward with a few anmendnents.

REPRESENTATI VE FAI RCLOUGH said that she didn't oppose waiting
one week. She then requested clarification regarding the
initial concern with nmoving HIR 18 forward.

MR. RYAN explained that the original HIR 18 only addressed the

fuel tax user fees. While AACA is opposed to the increase on
fuel tax fees, it nust take care that AACA' s entire nenbership
benefits. Therefore, AACA is attenpting to find a balance

between the new taxes inposed on single pilot operators and
smal | on-demand charter organizations along with the benefits
created for sone of the larger main |ine operators. The AACA
would |ike to add |anguage to address the fees associated with
the air traffic <control system to which AACA disagrees.

Furthernore, AACA objects to the elimnation of Congressiona

oversi ght of the FAA

REPRESENTATI VE FAI RCLOUGH requested that further information
regardi ng how the higher |evel conpanies will benefit be enuil ed
to her.

MR. RYAN expl ai ned that passengers pay a 7.5 percent excise tax
on every ticket purchased. The regional and national carriers
operate |ong-haul routes with high-cost tickets. For exanpl e,
7.5 percent on a $1,000 roundtrip ticket anpunts to $75 in
excise tax. The proposed fuel tax reduction for those carriers
benefits the large carriers tremendously. Currently, smal
operators and 135 on-denmand tour operators don't pay any tax
associated with the carriage of passengers, and thus they face a
guadr upl e i ncrease. Therefore, AACA is attenpting to find a
bal ance between the two groups.

2:21:46 PM

REPRESENTATI VE NEUMAN inquired as to the neaning of 121 and 135
carriers.
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MR. RYAN explained that 135 carriers operate with airplanes of
less than 10 passenger seats while 121 carriers operate wth
nore than 10 passengers seats.

2:22: 33 PM

ANDY CEBULA, Executive Vice President, Governnment Affairs,
Aircraft Omers and Pilots Association (AGCPA), began by
informng the commttee that the Aircraft Omers and Pilots
Association represent nore than 411,000 pilots across the
country and over 4,200 pilots in the State of Alaska are
nmenbers. M. Cebula highlighted concerns wth Next Gen,
including the tax increase, the inposition of user fees, and the
| oss of Congressional control and oversight of the FAA There
are also cuts in federal investnment in airports. In regard to
the tax increase, he explained that the initial increase would
be $.50 per gallon and could increase further. He then inforned
the conmttee that on average over the last two years the price
of aviation gasoline has increased by $.68 per gallon

Therefore, this proposed tax would add an additional $.50. \V/ g
Cebul a noted that there is already a drop in aviation fuel sales
as a result of the price increase. In fact, the sale of
aviation gasoline reached a five-year low |ast vyear. Mor e
importantly, 80 percent of the nenbers of AOPA have stated they
will reduce their flying if this tax is inplenented.

MR. CEBULA then turned to the user fees. Although currently the
user fees aren't a well-defined proposal, the FAA wants to
target large and snmall conmercial operators with fees on their
use of the air traffic control system he explained. In sone
areas, primarily around large cities, general aviation would be
affected. At this point, there is no city in A aska that would
be inpacted for general aviation flights, although many
comercial operators would be i npacted. M. Cebula related, as
has been observed in other countries, once a federal bureaucracy
has the authority to inpose user fees, it wll only expand that
authority. Therefore, he fully expected that the fees charged
will be increased as well as the scope of what they wll be
charging for the fees. The federal legislation gives the FAA
the ability to unilaterally raise fees. The only appeal is to
the U S. Departnent of Transportation, which results in very
little oversight, he stated. M. Cebula opined that it's not in
the state's best interest for aviation and the community to have
bureaucrats in Washington, D.C., naking decisions wthout the

oversight to ensure the state's needs are net. 1In regard to the
airport spending side, the desire is to cut the overal
investnent in airports by $1 billion, which would elimnate sone
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of the entitlements for the smallest airports in Al aska. The
aforenmentioned would also reduce the rate of the entitlenents
for other general aviation airports in the state. He opined
that the FAA doesn't need to do the aforenentioned. Al t hough
[the U S.] needs to nodernize its air traffic control system
Congress's own General Accountability Ofice and the Departnent
of Transportation Inspector GCeneral have all said that the
exi sting taxing mechanism can be used to finance nodernization
airports, and the operation of the FAA

2:27:16 PM

MR. CEBULA related that AOPA believes the passage of HIR 18 is
i nportant. It's inportant because in Alaska the federa
legislation would cause an increase in the cost for
transportation and would Ilessen the attention on the air
transportation needs for Al aska. Ther ef or e, M. Cebul a
request ed t hat t he | egi sl ature join gener al avi ation

organi zations |ike ACPA, Al aska Airnen's, local communities who
have formed national aviation alliances, etcetera to oppose the
FAA | egi sl ation. M. Cebula then related to the commttee that
in a letter to one of Alaska s AOPA nenbers, U S. Representative
Don Young said that he doesn't endorse the proposed plan
submtted to Congress. In conclusion, M. Cebula requested the
commttee's action on HIR 18.

2:28: 35 PM

MR. CEBULA, in response to Representative Neuman, confirmed that
the federal legislation would cut up to $1 billion for airport
I nprovenents. In further response to Representative Neuman, M.
Cebul a opined that the federal legislation will place the snall
rural airports in conpetition for a nuch smaller pot of noney.
Therefore, it wll be nore difficult for small rural airports to

obtain the necessary financing. However, he noted that airports
in Alaska are treated differently than in the Lower 48 and thus
the effect in Alaska won't be as significant due to the work of
Al aska's Congressional delegation to ensure the unique needs of
the state are known.

2:29:48 PM
DEE HANSON, Executive Director, Alaska A rnen's Association,
began by informng the conmttee that she is a third generation

Alaskan who flies a 1955 Super Cub once owned by her
grandfather. M. Hanson provided the follow ng testinony:
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This resolution is inportant to general aviation and

to Al askans. The Al aska Airnen's Associati on m ssion
is to pronote general aviation in Al aska. W have
over 2,200 nenbers across the state. The Airnen's

Association is opposed to the FAA refinancing act and
is practically concerned about the inpact of the
proposed increase in gas tax in Alaska for general

aviation aircraft. As you know, a very large
percentage of our state 1is accessible only by
aircraft. In Alaska, the airplane is not a |uxury
item it is a tool. Al askans use airplanes as if it
were a vehicle or a pickup truck to haul groceries,
building supplies, fuel, and famly not to nention
weekly visits to our renote coastal distribution
centers. Al askans use airplanes to travel to

nei ghboring comunities to watch rival athletic
events. W rely on our airplanes for recreation, and

hunting, as well as business applications, such as
gui di ng, flight seei ng, gane surveys, and very
inportantly, search and rescue. The price of fuel
today is already a concern. At Lake Hood Seapl ane

Base, the largest seaplane base in the world, fuel
costs are currently $4.67 per gallon, which is up from

$2.95 two years ago. For those of our nenbers that
rely on their airplane to conmmute to and from work,
this would be a financial hardship. W have nenbers
that live renotely, flying their ©private genera

aviation aircraft to Anchorage to Big Lake and
Tal keet na. Those of us living in renote villages who
depend solely on aircraft will have no choice at all.
Qur urban nenbers are certainly |ooking at whether to
fly or not. Wth this increased fuel cost you can be
assured that people will be flying their aircrafts
| ess, canceling the perceived advantage of increased
revenue fromthis bill tax.

The other side of this is that people who are flying
less are less proficient in their piloting skills.
Therefore, this now becones a very inportant safety

i ssue. There will also be an inpact on businesses
t hat support aviation, such as naintenance facilities,
avionics shops, part suppliers, and snall aviation
parts nmanufacturers. Many of these businesses are
Al askan owned and operated. They are not |arge state-
si de corporations. In conclusion, the Al aska Airnen's

Associ ation does not support the FAA Transportation
Fi nancing Reform Act that increases aviation fuel and
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gas taxes. Adding $.70 a gallon to the backs of
general aviation pilots with already historically high
fuel prices is nmoving in the wong direction. It is
our understanding that the current tax structure wll
adequately support the FAA and we want to stay wth
this system which has been proven to work.

2:33: 07 PM

REPRESENTATI VE NEUMAN questioned what inpact this would have on
the Gvil Ar Patrol and air rescue prograns.

M5. HANSON replied that any increase in fuel prices will have an
inpact, as it will drive up costs.

2:34: 00 PM

TOM GEORGE, Alaska Representative for the Aircraft Omers &
Pilots Association, provided the follow ng testinony:

O course, we already know how inportant aviation is
to the state. We've got sonething over 200
comunities that have no road access, that rely on
aviation as their main year-round link to the rest of
the world. The user fees is a fascinating ... and ...
conpl ex challenge and it affects different segnents of
the aviation communities in different ways. One thing
that the FAA is looking at in this bill is essentially
access to airspace. The plan charges air taxi
operators to land and take off at airports wth
control towers that exceed certain capacities. And in
Al aska that woul d be Fairbanks, Anchorage, Juneau, and
Bet hel . So, there'd actually be a charge ... for the
services provided going in and out of those airports.
But we think this is, again, nerely the camel's nose
under the tent because we've seen in other countries
where these fees have expanded as nore services have
been included, such as weather briefings, touch-and-
gos, flight ©plans, etcetera. O course, they're
calculated on the historical traffic, but if the fuel
prices and taxes go higher, the flying is reduced.
Then those user fee rates wll increase to cover the
FAA' s cost. In aviation we call that a descending
spiral or a graveyard spiral

The other aspect ... is aviation safety. W al ready
have an accident rate that's higher than the rest of

HOUSE TRA COW TTEE -19- April 12, 2007



the country. And there's been a lot of work, both
with the Alaska aviation comunity and the FAA
capstone program that's nmade significant gains over
the past five years with some pioneering work they' ve
done in Southwest Al aska. However, if pilots start
avoi ding services, such as access to weather,
i nstrunment approaches, towered airports because of
costs associated ... wth those changes, we could
actually see a decline in aviation safety which, of
course, is the very thing we're trying to turn around
and go the other way wth.

We've talked about the control of the FAA Part of
this plan is to establish an Air Transportation System
Advi sory Board, which would have the approval over the
user fee system and, as has been nentioned already,
removi ng Congress nore and nore from the oversight of
this. And, of course, in Alaska, ... the inpacts of
vari ous FAA mandates have really hit Al aska hard over
the years and w thout our Congressional delegation's
ability to get the attention of the FAA for us to get

fair and equitable treatnent, it'd be very difficult
to continue to do business. So, any nove away from
that, we think, is very bad for Alaska, for al

segnents of the industry.

Finally, on the fuel costs | can add ny own ..

personal data point. I have a small business that
acquires vertical aerial photography around the state
and last week while working on ny taxes, | |earned
that 1'd spent over $8,000 on [aviation] gas in the
| ast year and an average price of $4.88 a gallon. And
that ranged from a low price in Fairbanks, which is
where |'m based, at $3.40 a gallon to a high of $7.00
a gallon in Galena. Well, already that inexpensive
$3.40 gas in Fairbanks is up to $4.26 a gallon today.
So, we've already seen that increase and it's
certainly going to be going up proportionally in those
ot her areas. So, adding a $.50 fuel tax to that cost
is really, again, taking us in the wong direction.
So, we definitely appreciate your efforts on this and
woul d be happy to help it nove forward any way we can.

2:37: 55 PM

CHAI R JOHANSEN rem nded the commttee that HIR 18 would be held
over.
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ADJ OURNVENT

There being no further business before the commttee, the House

Transportation Standing Committee neeting was adjourned at 2:38
p. m
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