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SENATE BI LL NO 204
"An Act relating to an optional exenption from nunicipal
property taxes for residences of w dows and w dowers of certain
nmenbers of the armed forces of the United States; and providing
for an effective date.”

MOVED SB 204 OQUT OF COW TTEE

SENATE BILL NO. 235

"An Act relating to shipping, sending, transporting, or bringing
al cohol to a local option area and providing alcohol to others
in the local option area, including penalties for violations;
relating to furnishing alcohol to a mnor and to civil penalties
for licensees whose agents or enployees furnish alcohol to a
mnor; relating to manslaughter as a direct result of ingestion
of alcoholic beverages brought in violation of a l|ocal option
prohibition; relating to reports of the court concerning certain
al cohol violations by mnors; making conform ng anmendnents; and
providing for an effective date."

MOVED CSSB 235(CRA) OUT OF COW TTEE

SENATE JO NT RESOLUTI ON NO. 15

Di sapproving the Local Boundary Conmmi ssion reconmendation
regarding the annexation of territory to the Ketchi kan Gateway
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MOVED CSSJR 15(CRA) OUT OF COWM TTEE
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SPONSOR(S) : SENATOR(S) THERRI AULT

01/ 16/ 08 (S PREFI LE RELEASED 1/ 4/ 08
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01/ 31/ 08 (S) CRA AT 3:30 PM BELTZ 211
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02/ 05/ 08 (S) CRA AT 3:30 PM BELTZ 211

02/ 05/ 08 (S Schedul ed But Not Heard

02/ 12/ 08 (S) CRA AT 3:30 PM BELTZ 211
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02/ 07/ 08 (S) CRA AT 3:30 PM BELTZ 211
02/ 07/ 08 (S) Heard & Held

02/ 07/ 08 (S) M NUTE( CRA)

02/ 12/ 08 (S) CRA AT 3:30 PM BELTZ 211
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SHORT TI TLE: DI SAPPROVI NG KETCHI KAN ANNEXATI ON
SPONSOR(S): SENATOR(S) KOOKESH

01/ 30/ 08 (S) READ THE FIRST TIME - REFERRALS
01/ 30/ 08 (S) CRA, FIN
02/ 12/ 08 (S) CRA AT 3:30 PM BELTZ 211

W TNESS REG STER

SENATOR GENE THERRI AULT

Al aska State Legislature

Juneau AK

POSI TI ON STATEMENT: Presented SB 204.

ERNEST PRAX, Staff

to Senator Therriault

Al aska State Legislature
Juneau AK
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POSI TI ON STATEMENT: Presented SB 204.

STEVE VAN SANT, State Assessor

Di vision of Community and Regional Affairs

Anchor age AK

PCOSI TI ON STATEMENT: Answer ed questions about SB 204.

SUSAN STACY HERNANDEZ, W dower
Fai r banks AK
POSI TI ON STATEMENT: Spoke in support of SB 204.

ANNE CARPENETI, Crimnal Division

Depart nent of Law

Juneau AK

PCSI TI ON STATEMENT: Spoke in favor of SB 235.

KACI SCHRCEDER, Staff

to Representative Bill Thomas
Al aska State Legislature
Juneau AK

POSI Tl ON STATEMENT: Presented SJR 15.

LYNN CHRYSTAL, Menber

Local Boundary Comm ssion

Department of Community & Econom c Devel opnent
PCSI TI ON STATEMENT: Spoke in opposition to SJR 15.

SCOIT BRANDT- ERI CHSEN, Att or ney

Ket chi kan Gat eway Borough

Ket chi kan AK

PCSI TI ON STATEMENT: Spoke in opposition to SJR 15.

SHERRI HAYWARD

Annette Island School District

Met | akatl a AK

PCSI TI ON STATEMENT: Spoke in favor of SJR 15.

DI CK COCSE
Ket chi kan AK
PCSI TI ON STATEMENT: Spoke in opposition to SJR 15.

RONALD ERI KSON, Superi ntendent of School s
Craig City School District

Craig AK

PCSI TI ON STATEMENT: Spoke in favor of SJR 15.

DON JOHNSQN, Superintendent of School s

SENATE CRA COWM TTEE - 3- February 12, 2008



Hydaburg AK
POSI TI ON STATEMENT: Spoke in favor of SJR 15.

KAREN CLEARY, President

Kl awock City School Board

Kl awock AK

POSI TI ON STATEMENT: Spoke in favor of SJR 15.

JAVES GOULD, Mayor
Thor ne Bay AK
PCSI TI ON STATEMENT: Spoke in favor of SJR 15.

DENNI S WATSQON, Mayor
Craig AK
PCSI TI ON STATEMENT: Spoke in favor of SJR 15.

BRETT AGENBRQAD, Superi nt endent

Annette Island School District

Annette Island AK

PCSI TI ON STATEMENT: Spoke in favor of SJR 15.

ERI C GEBHARDT, Superintendent and Pri nci pal
Kake City School s

Kake AK

PCSI TI ON STATEMENT: Spoke in favor of SJR 15.

BUD BURNETT, President

Hol lis Community Council

Hol Iis AK

PCSI TI ON STATEMENT: Spoke in favor of SJR 15.

JOCE WLLIAMS, Mayor

Ket chi kan Gat eway Bor ough

Ket chi kan AK

POSI TI ON STATEMENT: Spoke in opposition to SJR 15.

RACHEL W TTY, Attorney

G vil Division

Departnent of Law

Anchor age AK

POSI TI ON STATEMENT: Answer ed questions regardi ng SIR 15.

LAUREN BURCH, Superi ntendent

Sout heast |sland School District

Thorne Bay AK

POSI TI ON STATEMENT: Spoke in favor of SJR 15.
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ACTI ON NARRATI VE

CHAIR DONALD OLSON called the Senate Community and Regional
Affairs Standing Conmttee neeting to order at 3:32:15 PM
Senators O son, Kookesh, Wagoner, and Thomas were present at the
call to order.

SB 204- MUNI TAX EXEMPTI ON:  COVBAT DEATHS

CHAI R OLSON announced the consi derati on of SB 204.

3:32:41 PM

SENATOR GENE THERRI AULT, Al aska State Legislature, said SB 204
provides a partial or whole property tax exenption for the w dow
or widower of a nenber of the arned forces who dies in the line
of duty. The deceased has to have been in active duty when
killed or fatally injured. The |anguage said the death has to
occur within 90 days of the injury, and it was dropped in the
House. It applies only to permanent residents and allows the
municipalities to wuse the exenption or not. He doesn’t
anticipate every nunicipality wusing it, but it would enpower
them to make the decision. The structure of the exenption could
have time limts. There are a nunber of Alaskans in the arned
servi ces depl oyed overseas. The suggestion for SB 204 cane from
an Al askan whose spouse was kil l ed.

3:35: 36 PM
SENATOR WAGONER said 80 soldiers have died, and sone have
famlies in Al aska. He asked how many people this will affect.

ERNEST PRAX, Staff to Senator Therriault, said he can get that
i nformation.

SENATOR WAGONER said it wasn't worth holding up the bill for,
but it would be interesting to know.

SENATOR THERRI AULT said he can find the nunber of people who
woul d be eligible, but |ocal governnents can shape the program
as they wi sh.

CHAI R OLSON asked about soneone |iving outside Al aska who noves
to the state after their spouse’s death.

SENATOR THERRI AULT said the bill allows the nunicipality to

shape the exenption, or the conmttee could do that. The current
| anguage could be interpreted to allow that or not.
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3:38:57 PM

STEVE VAN SANT, State Assessor, Dyvision of Comunity and
Regi onal Affairs, said the |language allows a person who becones
a permanent resident of Alaska to qualify. A w dow or w dower of
a senior citizen or disabled veteran loses a simlar exenption
by remarrying. HB 204 could be worded so that the exenptions
continue “even if they remarried and canme up from the state of
Texas, if the |local ordinance read that they could get remarried
...as long as they becone a permanent resident.”

CHAI R OLSON asked if suicides are covered.

SENATOR THERRI AULT said he is not sure if that would be an
injury frombattle.

CHAIR OLSON asked if the Alaska Minicipal League (AM.) or any
muni ci palities have a position.

MR PRAX said he doesn't know.

SENATOR THERRI AULT said he asked nunicipalities wth arny
installations. He received resolutions from North Pole, the
North Star Borough, and Fairbanks, and he thinks that AML woul d
support giving a municipality the Jlatitude to shape the
exenption. It is drafted to give them the maxi num anmount of
flexibility. Local governnents can give no exenption, a whole or
partial exenption, or alimt on years, for exanple.

3:42:26 PM

SUSAN STACY HERNANDEZ, W dower, Fairbanks, said she is a w dower
of Sergeant Hernandez who was Kkilled in action in 2006. A
wi dower of a disabled veteran can get a tax exenption. She
supported her husband in his mlitary career, and she would |ike
help as the wife who stayed behind. She is not from Al aska but
decided to stay. It is a great place to raise her kids. Wves of
| ost sol diers should receive a tax exenption.

CHAI R OLSON expressed his sorrow and grat ef ul ness.

3:44:21 PM

SENATOR KOOKESH noved to report SB 204 from commttee wth
i ndi vidual recomrendations and attached fiscal note(s). There
bei ng no objection, SB 204 passed out of comm ttee.

The conmttee took an at-ease from 3:44:58 PMuntil 3:46:21 PM
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SB 235- ALCOHOL: LOCAL OPTI OV LI CENSI NG M NORS

CHAI R OLSON announced the consi derati on of SB 235.

ANNE CARPENETI, Crimnal D vision, Departnment of Law, said SB
235 includes suggestions from three sources to try and curb
al cohol abuse, particularly in rural areas with a |ocal option

The bill prohibits sending alcohol to |ocal option comunities
in plastic bottles. It provides for mandatory civil penalties on
| icensees whose agents or enployees have been convicted of
furnishing alcohol to a mnor. It wll adopt a Cass C felony
for a third offense of bringing alcohol into a |ocal option area
with a | ook-back period of ten years. It adopts mandatory terns
for bootleggers, simlar to drunk driving. The bill anends the
mansl aughter |aw so that a person who knowingly sells alcohol in
a local option area nmay be charged with manslaughter if the
al cohol is a direct cause of soneone’s death. It provides for a
dat abase of children cited for mnor consumng, so that police
officers and courts wll know a person’'s alcohol history.
Boot | eggers who are charged with the crime will be eligible for
t herapeutic courts if warranted.

3:48: 50 PM
SENATOR THOMVAS noved Anmendnent 1, |abeled 25-GS2035\A. 1, as
foll ows:

Page 1, lines 3 - 4:

Delete "furnishing alcohol to a mnor and to civi
penalties for |licensees whose agents or enployees furnish
al cohol to a mnor"

Insert "when a conviction occurs for certain purposes
relating to al coholic beverage |icenses”

Page 2, line 12, through page 3, |ine 23:
Delete all material .

Renunber the followi ng bill sections accordingly.

Page 3, line 25:
Del ete "(b) of"

Page 4, line 4, through page 5, line 2:
Delete all material .

Renunber the followi ng bill sections accordingly.

Page 8, line 10:
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Delete "Sections 1, 8, and 9"
| nsert "Sections 1, 5, and 6"

Page 8, lines 12 - 14:
Delete all material.

Rel etter the follow ng subsections accordingly.

Page 8, line 15:
Del ete "Section 3"
| nsert "Section 2"

Page 8, line 17:
Delete "Sections 6 and 7"
| nsert "Sections 3 and 4"

Page 8, line 20:
Del ete "Sections 10 and 11"
| nsert "Sections 7 and 8"

CHAI R OLSON obj ect ed.

SENATOR THOVAS said Anendnent 1 deletes furnishing alcohol to a
mnor and civil penalties for |icensees whose agents or
enpl oyees furnish alcohol to a mnor. It does not renove from
statute “the concept that furnishing alcohol to a mnor that
there are civil penalties to the licensee. There already exist
such penalties in the existing statute.” He said Page 2, line 13
(a), of the bill speaks of permits being suspended or revoked if
the board finds: “and then it lists paragraphs (1) through (12),
(12) being the additional |anguage that was part of this bill.”
That is what Anendnent 1 would renpve -- |anguage that holds the
| icensee responsible for the acts of their enployees. “In this
land we are held responsible for what we do, not for what other
people do.” He read parts of (11) of the bill regarding
suspending or revoking a license if a |icensee know ngly or
reckl essly violates the | aw.

3:51:52 PM

SENATOR THOVAS said, “W hold people responsible, |icensees, and
we also require them to post signs in their establishment that
are available telling the enployees what they should do. Not
only do they have classes on what they should do, but they also
are required to place a sign that reads: Warning. A person who
provi des al coholic beverages to a person under 21 years of age,
if convicted under AS04.16.051, could be inprisoned for up to
five years and be fined up to $50,000. That seens like a pretty
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fair warning, and it is required by law that the person does

it.” The licensee shouldn’t be held responsible for the actions
of another person. “Last year we had discussions about a
particular bill that would have allowed three nen in a

particular situation to |leave the prem ses where a woman was
being beaten to death, and there was found, at that point in

time, no reason to change that law, and that bill was set aside,
or that aspect of the bill was taken out that would have held
those people responsible for not reporting that crinme.” It is

incongruent to let sonmeone walk away from a homcide, versus
this situation when soneone does not even know that a violation
i s taking place.

3:54: 00 PM

SENATOR WAGONER said the Senate made a terrible mstake |ast
year on that |egislation based on one person's |egal opinion
w thout getting a legal opinion from the Attorney General’s
of fice. Two wrongs don’t nake a right.

MS. CARPENETI said Anendnent 1 would renove the civil penalties
for licensees. There are other provisions in SB 235 that are not
dependent on that being there, “so the bill could stand al one
without it.” But the DOL opposes Anendnent 1, because ...of the
experience seen with tobacco enforcenent. |If store owners have
responsibility for their enployees, they wll be nuch nore
responsible. It is a good tool to discourage sales to mnors.

3:55: 57 PM
SENATOR WAGONER asked if that |aw on tobacco sales caused the
graph “to do that.”

MS. CARPENETI said, “W believe so.”

A roll <call vote was taken. Senators Thomas, Kookesh, and
Stevens voted in favor of Amendnent 1, and Senators Wagoner and
A son voted agai nst. Amendnent 1 passed on a vote of 3-2.

3:57:02 PM
SENATOR THOMAS noved to report SB 235, as anended, from
committee with individual recomendations and attached fiscal
note(s). There being no objection, CSSB 235(CRA) noved out of
conmm ttee.

The commttee took an at-ease from 3:57:44 PMto 4:00: 35 PM

SJR 15- DI SAPPROVI NG KETCHI KAN ANNEXATI ON
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4: 00: 45 PM
CHAI R OLSON announced the consideration of SJR 15 and said he
wanted to nove it.

The commttee took an at-ease from4:02:11 PMto 4:03:11 PM

SENATOR STEVENS noved to adopt the conmttee substitute (CS) for
SJR 15, |abeled 25-LS1393\C, Cook, as a working docunent.
Hearing no objections, Version C was before the commttee.

4:03: 39 PM

KACI SCHRCEDER, Staff to Representative Bill Thomas, said there
is asimlar resolution in the House. The changes in the CS only
correct sone dates.

SENATOR KOOKESH said the Ketchikan Gateway Borough (KGB)
submtted an application for the annexation of 4,731 square
mles in 2006, increasing the size of its l|andholding by three
times. The application was approved by the Local Boundary
Comm ssion (LBQO despite the outcry of the surroundi ng
unor gani zed boroughs and the inpacts it will have. The report by
the LBC glosses over the fact that the current application is
simlar to the one subnmtted by the K& in 1997, which was
deni ed. Those findings only had a de minims affect on the 2006
deci sion. Any annexation by any borough is controversial, and
every effort nust be nmade to be clear, fair, and nethodical. The
unor gani zed boroughs believe that proper steps were not taken
regarding a possible conflict of interest by an LBC conm ssioner
who wote the 1997 decision, reversed it in 2007, and then
accepted a job as the K@ manager before the final decision was
witten. An independent review was requested and denied. Due to
the lack of public support, the inconsistency in decisions, and
ot her abnormal circunstances surrounding the KGB annexation
process, annexation should not be allowed to go forward.

M5. SCHROEDER said the annexation wll have a $1.2 nillion
impact on the wunorganized borough from the loss of forest
receipts. |If the receipt program is not reauthorized by
Congress, it wll continue at a lower rate. Additionally, there

is a paynment in lieu of taxes (PILT) that unorganized boroughs
get, and $200,000 of that will be transferred. It wll be felt
by 16 cities, 12 school districts, and 2,700 students. 1In
exchange, there will not be any additional services because it
is nostly uninhabited land that the KGB is annexing. There are a
few lodges but no towns. The 1999 petition and the recent
petition were substantially simlar, except for annexing Mers
Chuck and Union Bay, “but in the end the LBC did not require
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them to annex them instead they required them to annex Hyder
within five years, and Hyder has nothing in common wth the
Ket chi kan  Bor ough.” The  president of Hyder’s comunity
association said that the relationship is nonexistent, and it
doesn’'t want to be part of the borough. During public testinony
36 peopl e spoke against the annexation and no one spoke for it,
except for those on the assenbly or borough staff.

4:08:13 PM
SENATOR STEVENS asked if there are schools that will be annexed.

SENATOR KOOKESH said the annexed part has no people or schools,
“and the way the formula is set up in the district — it’s by
mle, you receive your incone, and because they are selecting
only those areas w thout any students or any schools, they're
going to get the noney but no responsibility.”

SENATOR WAGONER asked about children living in Myers Chuck.

MS. SCHROEDER said there are people there, but it is not part of
t he annexed area.

SENATOR KOOKESH said he thinks that area will go into Wangell.

4:09: 39 PM

LYNN CHRYSTAL, Menber, Local Boundary Conmm ssion, Departnent of
Community & Econom c Devel opnent, said there are three el enents
to an annexation decision: the procedures and standards defined
by law and the facts. The LBC decision reflects those. He said
the LBC submtted a letter opposing SIJR 15, and it notes several
m sstatenents in the resolution. The letter addresses the
dissimlarities of the borough’s 1999 and 2007 annexations,
especially regarding the reliance of nodel-borough boundaries.
It addresses national forest receipts as well. Those receipts
are tenporary and may change over tine, whereas the formation of
a borough 1is permanent. The LBC is guided by Alaskas
constitution and statutes, which nmake little or no provision for
the fiscal affects from such transitory progranms. He noted that
the loss of the forest receipts was the focus of witten and

oral public coments. “The commssion is very synpathetic to
that loss. It is a factor that was anal yzed when considering the
best interests of the state. The [assertions] that the

commi ssion did not consider the inpact of the annexation on the
surroundi ng unorgani zed borough is sinply not true.” The Secure
Rural Schools Act is sunset, which is what drives the funding
that is being shifted to Ketchi kan. The reauthorization of that
act is before Congress. The legislature is aware of this matter

SENATE CRA COW TTEE -11- February 12, 2008



through its joint Legislative Education Funding Task Force,
whi ch recomended that the standing committees on education
nmonitor federal actions regarding the national forest receipts
program To date, the funding has not been reauthorized by
Congress. If it is, the earliest that Ketchikan will receive the
money i s 2010.

4:12: 55 PM
SENATOR STEVENS asked what Ketchi kan gets out of the annexati on.

MR. CHRYSTAL said obviously it will have nore control regarding
ti mber harvesting or recreation in the surrounding |ands. Wat
they want to do with their own land is up to them

CHAI R OLSON asked about the conflict of interest.

MR. CHRYSTAL said he hasn’'t been on the conmmssion |ong but
doesn’t feel that there were inproper actions. Wen M. [Dan]
Bockhorst transferred to Ketchi kan, he recused hinself from any
activities with the LBC. M. Chrystal sees no possibility of a
conflict. There are so many |laws and regul ations the LBC has to
follow that he doesn’'t feel it is an issue, “although obviously
sonme people are trying to make it one.”

4:14:56 PM

SCOTT BRANDT- ERI CHSEN, Attorney, Ketchikan Gateway Borough, said
the K& opposes SIJR 15. The legality of LBC s actions is subject
to an appeal before the courts. LBC has to |ook at the facts and
the standards, and the court reviews that. The |egislative
review process gives the legislature the opportunity to veto the
action. Rejecting this annexation petition sends a bad nessage
to others seeking to form or expand a borough. KGB followed the
process, and the area sought to be annexed is substantially
simlar, wth the exception of Hyder, to the nodel borough
boundaries that were proposed for the region. KGB began the
process about 10 years ago and sought to exclude Hyder and Mers
Chuck, but the LBC said it would approve the application if it
included those two communities. The KGB chose not to include
them then, but was leaving it up to the LBC to add them if it
wanted to. The LBC rejected the petition. This tinme Mers Chuck
was included, a geographic error was corrected for Hyder, and
K& nade a much stronger case for excluding Hyder based upon
Hyder’s connection to Canada. The LBC did not approve the
bl anket exclusion of Hyder, but it said it expected a petition
to include Hyder within five years.
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MR. BRANDT- ERI CHSEN said the Departnment of Education objected to
the first effort, but it is not doing so now The objections are
based on tinber receipts, but they are not a reliable stream of
funds. The objections are com ng from people who are not being
annexed. They aren’t going to be charged taxes by the KGB. The
KGB is not seeking to add or take away services, but it is
seeking to better protect the interests and concerns of the
people of Ketchikan. The 2,700 students in the wunorganized
borough are currently receiving the equivalent of over $1,000
per student from the national forest receipts, and the 2,000
students in the KGB are getting $157 per student. Annexation
will make it nore equitable. The unorgani zed borough per-student
receipts — if the funding stays at the same level -- wll still
be nore than twi ce the amount that each Ketchi kan student gets.

4:18: 44 PM

SENATOR KOCKESH said he sees clearcuts on Prince of Wales Island
— they have clearly been inpacted by forest cutting. There are
no clearcuts near Ketchikan. “Wy would you have this anal ogy
that says we want nore inpact aid, and it’s not correct that we
get less than Prince of Wiles students, when you had no inpact
in Ketchi kan?” That is where that noney cones from

MR. BRANDT- ERI CHSEN said the recei pt program has been around for
100 years, “and it’'s based upon the revenues fromtinber cutting
being distributed.” The <current high level of funds is a
separate Congressional appropriation. There are clearcuts in the
Ketchi kan area. The ones on Prince of Wiles Island provided
revenues that were distributed in the past. There will have to
be additional logging to directly tie the noney to forest
service recei pts. The K@ hopes to see nore of those clearcuts.

4:20:13 PM
SENATOR KOOKESH asked why Ketchikan’s attorney is making this
presentation instead of the mayor.

MR. BRANDT- ERI CHSEN said the process has been going on for sone
time, and there has been turnover in staff. M. Brandt-Erichsen
said he has been wth the borough for 13 year, and so he is the
institutional know edge. The current nanager of KGB used to work
for the LBC so he is insulated fromthe process.

SENATOR KOOKESH said it would be nice to see soneone on the
council or the mayor.

SHERRI HAYWARD, Annette |sland School District, Mtlakatla, said
she has two children who are nenbers of the Annette 1sland
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Reserve, and she is not here to talk about the effects of the
annexation on that district, but she wants to advocate for all
the children in the Southeast islands. She has researched and
testified on this topic. She has heard accusations of nobney and
| and grabs, and “this is wong.” Every child matters. Denying
this annexation will not affect Ketchikan or anyone else, but if
it is approved it will affect the education and future of all
children in the Southeast.

4:23: 38 PM
SENATOR STEVENS asked how it affects children.

M5. HAYWARD said, “I think with the forest receipts and the | oss
of nmoney and the dependency they need in these snal
conmuni ties.”

SENATOR STEVENS asked if the receipts that have been going to
those children will now be going to Ketchikan children

M5. HAYWARD said she is under the inpression that one of the
districts will |ose $83, 000.

SENATOR KOOKESH sai d the anobunt of noney from forest receipts is
$1.2 mllion, and there is also PILT noney that wll to
Ket chi kan instead of Prince of Wales Island and Metl akatla. *“So
it is alnost $1.5 mllion.”

4:24: 42 PM

SENATOR WAGONER said it is mxing apples and oranges to mx PILT
and tinber receipts. “lIt’s not about affecting one group of
chil dren over another group of children, but how nmuch each group
of children are affected, because | don’'t know what the per
child is in the unorgani zed borough versus the per-child cost in
Ketchikan — | haven’t had time to weed through this -- but it
seens to ne like this noney is what we're going to do if

annexation takes place — we’'re going to have a reapportionnment
of the funds that are currently available through the tinber
receipts. Is that correct?”

M5. HAYWARD said she is not aware of that.
SENATOR KOOKESH said that is what is going to happen; “we’'re
going to lose $1.2 mllion in forest receipt noney that’'s going

to go to the Ketchi kan borough. That’s not all the noney that’s
available, but it’s a good portion of it.”
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SENATOR WAGONER said he understands that, but the noney is not
being taken away from children; it’s shifting to the Ketchikan
children. “So we’'re talking about the fairness of that.” He
asked how rmuch each student gets in the unorgani zed borough and
in the KGB

4:26: 46 PM
SENATOR KOOKESH sai d the school districts can provide that.

DI CK COOSE, Ketchikan, said he opposes SFR 15. He is a retired
forest service enployee. He served two terns on the borough
assenbly from 1997 to 2003, and that is when he started pushing
for annexation. Local governnents can inpact national forest
uses, and the bigger the borough the better. The borough is just
trying to expand to the nodel -borough boundary. “W didn't try
to go land grabbing or anything like that; it was strictly
followng the state constitution.” He doesn’'t think the secure

rural schools will get “re-upped.” It will go down to basically
not hi ng because the national forest is cutting less than 10
percent of what was cut in the “good days.” “All of us are going

to be bitten by a lack of receipts.” He thinks every piece of
land in the state should be in a borough to be able to influence
what happens on federal | and.

4:28:50 PM
MR. COOSE asked about the signal it sends to other boroughs if
this annexation is denied. He is now on the city council.

RONALD ERI KSQON, Superintendent of Schools, Craig Gty School
District, said he supports SJR 15. Craig is a small community
with a very low tax base. It doesn’t have nuch |and or revenue-
generation; much of its noney conmes from the forest service and
the logging, which no |longer exists. The forest receipts were
put in place to help correct that. That bill has sunsetted, but
if it does cone back, the inpact will be a loss of $165,000 to
the comunity. That is 35 percent of the |ocal match. He doesn’'t

know if the comunity wll get that noney in the future. |If
there is an expansion of logging in the Tongass, the annexation
will allow the K@ to take advantage of it and less will go to

t he unorgani zed bor ough.

4:31: 08 PM
DON JOHNSON, Superintendent of Schools, Hydaburg, said |ast year
cuts were made and the superintendent and principal becane one

position and one elenentary teacher will be cut — decisions nade
before any of this came about. There is one vocational tech
program which has been instrunental to many students. It
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includes a diving program that has turned out certified divers
and instructors. That program m ght be l|ost. Hydaburg has high
unenploynment. It would be very devastating to take sonething
away from the kids who actually have a chance to succeed in
sonet hing that they have been taught in school.

SENATOR WAGONER asked how many students are in Hydaburg.
MR. JOHNSON said there are 72, and there are 450 in Craig.

4:33:17 PM

KAREN CLEARY, President, Kl awock City School Board, said she is
the vice president of the Prince of Wles Island Chanber of
Comrerce, which represents 10 comrunities that are inpacted by
t he annexation. Losing the forest receipts will cost her schoo
di strict $60,000, which may not sound like a lot but it is one
teaching position. For a school wth 135 students, |o0sing one
teacher is losing one program It could be the vocational,
nmusic, or other program The small anounts of noney “nmean a | ot
to us.” As a chanber of comerce person, she knows that the
schools are the major enployers. A loss of enployees is a |oss
to the business, “and it damages the whole fabric of our
society.” She doesn’'t begrudge Ketchikan the land, but she
wi shes they wouldn’t take the nobney. The noney is what the
little schools need to give a good opportunity to the children
and it is what the communities need to stay vibrant.

4:35:20 PM
SENATOR STEVENS asked how the noney fits into the match.

M5. CLEARY said nearly the entire local match does come from
this because Klawock is not wealthy. Kl awock has a sales tax,
but it doesn't cone close to covering comunity services, |et
al one the match. The municipality uses a chunk of the noney for
the match. “Where they're going to find that if this goes away,
| can’t even inmagine.”

JAMES GOULD, Mayor, Thorne Bay, said he has been there for 21
years, and he is retired fromthe forest service. He said he is
quite famliar with forest receipts and PILT paynents. He wll
speak to the inpact to small conmunities. Thorne Bay has 467
peopl e. The school has gone from 92 to 60 students in the |ast

few years. The nunbers look very small, “but they are so
important to wus.” The $28,000 that Thorne Bay receives is
extrenely critical. It is a maintenance position, he said. There

are 21 mles of road that the $23,000 hel ps nmai ntai n.
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4:37:55 PM

MR. GOULD said Thorne Bay’'s econony has been devastated since
the loss of “the contract.” Thorne Bay got the short end of the
stick when it cane to helping communities at the end of that
contract. The national forest receipts are inportant to the
Sout heast Island School District, “and we have a nunber of
famlies associated with that. | can't speak to exactly how that
affects them” But speaking as the Mayor, one thing the
comunity can’'t afford to lose is nore famlies. It would be
sinple for Ketchikan to take the |ands and not the noney, “so |
urge you to pass this joint resolution.” Wether or not the LBC
net all of the legal requirenents, it certainly goes against the
grain of the people that it affects. It is a noney grab.

4:39:41 PM

DENNI S WATSON, Mayor, Craig, said he supports SIJR 15. The
primary issue is the redistribution of forest receipts. Wat
kind of policy would allow financial gain to a singular
muni ci pality to the detrinent of schools and roads for 16 smal
Sout heast conmunities? This 1is a noney grab, and it is
particularly egregious because the K& is not increasing
services or school enrollnment. Ketchikan is the nunber two
econony in Southeast, and they have touted the |arge anmount of

sales tax they have collected. “People are lining up to help
them spend it.” They have two conpeting forns of rmunicipal
government. “What is it that conpels a nunicipal unit of this

size and affluence to take noney from smaller comunities?” The
economes of nearly all 16 comunities are hanging by a thread
or already in financial trouble. If this nmoney is taken away
from these school districts and road prograns, those needs won’t
change but there will be no way to fund them Craig and other
Prince of Wiles comunities have no neans to recoup this
funding. Becoming a borough is not an option for Craig because
it cannot generate enough revenue to fund very basic borough
services. Prince of Wales Island was dropped from the recently
passed mandatory “boroughization” |egislation. The |legislature
is the assenbly of the unorgani zed borough conmmunities, “and if
you do the right thing and protect from what is nothing nore
than a bal d-faced expansionism by voting to nove this resol ution
out of this comrittee, and if you should feel that there is
merit in letting the annexation proceed, that you hold the
i npacted rural comunities financially harm ess.”

4:43: 03 PM

BRETT AGENBRQOAD, Superintendent, Annette |Island School District,
said the concern is the noney grab and the best interest of the
st at e. He doesn’t understand why Ketchikan enclaved and
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elimnated Hyder and Myers Chuck in its 1998 application. They
are the only two conmunities within the 5,000 square mles that
woul d benefit from borough services. The KGB was offered a
chance to anmend the application, and it chose not to. It cane
back in 2006 and chose to annex Mers Chuck with no school
children, and the LBC took it and gave it to Wangell. The
application renmains about the sanme as in 1998. “They excl uded
Hyder; they don’t have to worry about Mers Chuck anynore, and
as the mayor previously said they incur about $1.5 mllion in

new revenues, and they are not required by law - to ny
understanding -- to apply those new revenues to school-aged
children.” It is not fair if the noney is not earmarked for

education. There is an appearance of a conflict of interest in
the 2006 prelimnary report. One of the senior staff is nmaking a
six-figure salary as a manager of Ketchikan. He has heard people
say it wasn't a conflict, but it hasn't been proven by an
i ndependent investigation. It |looks like a conflict of interest.
Wthout the annexation of Hyder, the responsibility to educate

t hose students will still be left to the Southeast |sland Schoo
District, which wll lose $83,000. “W’'Il |lose $161, 000.”
Ket chi kan gets a windfall with no new students to care for.

4: 46: 34 PM

ERI C GEBHARDT, Superintendent and Principal, Kake, Kupreanof
| sland, said his district will |ose about $40,000 in education
funding. The school has trimed adm nistrative personnel to keep
services for kids. Every little bit helps provide for the

students. Wth Ketchi kan not taking on any new children, and no
new noney, it becones reapportionnent of existing noney. “Qur
kids are losing and giving nmoney to the Ketchikan Gateway
Borough for their kids.” It doesn’t make sense and isn’t in the
best interest of the state.

4:48: 41 PM
SENATOR WAGONER asked how many students are in Kake.

MR. GEBHARDT said there are 101.

SENATOR WAGONER said he is from an area simlar to Kake, except
he is from a second-class borough. He has 9,000 students borough
wide, with 22 schools and one superintendent. He asked about
form ng a second-cl ass borough.

4:50: 06 PM

MR. CGEBHARDT said Kake has talked with other communities, has
witten a borough charter, and has sent it to the LBC for an
opinion. “So we realize that it is certainly worth |[|ooking
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into.” He said he heard that Southeast Island was taken out
because it would not be profitable to form a borough. Kake is in
the process, but he doesn’'t knowif it will be approved.

4:51:16 PM

BUD BURNETT, President, Hollis Community Council, said he
supports SJR 15. The LBC decision favoring the K@ annexation is
not equitable and it is poor public policy. It benefits only one
community and collectively robs $1.2 mllion in educational
funding yearly from 16 cities, 12 school districts, and 2,700
students in Southeast Alaska. It doesn't sound |ike nuch, but it
nmeans a great deal to these communities and schools. It wll
adversely affect the quality of education, which is the
governor's top priority, as it should be. He asked the conmttee
to put education at the top of the list and pass the resol ution.

4:53:10 PM

JOE WLLIAVS, Mayor, Ketchikan Gateway Borough, gave his Tlingit
name and said the process is to expand the borough “so that we
can do nore things for our comunity as a borough.” This
| anguage of expansion was put in long ago; “it was done within
the realms of what's allotted us — and we’'re taking that.” He
said several comunities will be hurt because of what Ketchikan
is asking for, and they are all legitimate. It is unfortunate
that the topic is noney. Talking about noney always creates a
probl em but people should think outside the box. He has heard
that it is about educational dollars. The fix mght be in the
Department of Education -- not here. He said he supports giving
the best education to our children, because as a child his
aunties and uncles said when they were donating noney that is
was for their grandchildren and great grandchildren. The
grandchildren are 20 years old, and education is inportant. The
fix is not in this room but in the Departnent of Education.
“W're tal king about funding that has a lifeline of maybe six
years at best — if it’s even approved.” The communities talking
about Ketchikan taking their funding wll be back |ooking for
nor e educational funding anyway.

4:57:01 PM
MR. WLLIAMS said he was asked to cone to the neeting because
there was an outcry asking for Ketchikan’s mayor. “lI’m here.”

But there are folks who spoke on behalf of the KGB who are nore
educated regarding the process. Wen applying to expand the
borough, it never occurred to him that it would create a
financial challenge for other communities. “You' re sitting in
the seat that could correct that challenge, and that’'s fixing
t he educational funding.”
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4:57.:56 PM
SENATOR WAGONER asked if these funds are exclusively for
educati on.

MR WLLIAMS said no.

SENATOR WAGONER said each district that has cone before the
commttee today is funded through the sane formula as every
other school in Alaska. Is the fornula reduced when a school
receives the [forest receipt] funds?

MR WLLIAMS said it would seemto himthat it would have to be
added, because other districts would protest.

SENATOR WAGONER said all schools are funded at 100 percent
through the forrmula by the state or locally. Does this give
t hese schools 105 percent of funding or will it be adjusted?

4:59: 57 PM
RACHEL W TTY, Attorney, Givil Division, Departnment of Law,
Anchor age, said she doesn’'t know.

SENATOR KOCOKESH said he didn’t think there was an outcry to hear
from M. WIllianms, but he wanted to see the face of Ketchikan
not an attorney. The mayor should have been present from the
begi nning, but he is glad to see himthere now He asked if the
mayor would have gone forward with the application if he had
known the inpacts on other children.

MR, WLLIAMS said he doesn’t believe that a financial inpact was
di scussed at the tine.

SENATOR KOOKESH said sone witnesses said it would be okay for
KGB to annex the land wthout getting the noney. Have you
consi dered wai vi ng the noney?

MR WLLIAM said no.

SENATOR KOOKESH sai d the question of being a good nei ghbor cones
up. Surrounding communities are offended and hurt by Ketchikan's
actions. Is that the direction the KG wants to go?

MR. WLLIAMS said he never intended to offend his neighbors. By

thinking outside the box, some of the funding that is being
di scussed can be recaptured.
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5:02: 48 PM
SENATOR THOMAS asked if there is another resolution now that the
i npacts are known.

MR. WLLIAVS said the fix is in the Departnent of Education, and
he doesn’'t support SIJR 15. Six years from now the tinber
receipts will be gone. The |eaders who spoke today should think
in those terms. He wll support those schools trying to get
funding fromthe Departnent of Education.

5:04:15 PM
SENATOR KOOKESH said nobst school districts are worried about
surviving now, and the six-year windowis far in the future.

LAUREN BURCH, Superintendent, Southeast |sland School District,
said there are eight schools in his district, and the annexation
will directly inpact them “Hyder is one of our schools ... It
sits over to the side there, not including that, it takes about
$82-83,000 in tinmber receipts from us, but |eaves us with the
obligation of the school.” He would like to nmintain that
school. “The community is happy with us. Parents are happy wth
us ...they don’t want to go to school in Canada.” Hyder is not
interested in joining Ketchikan. H's eight schools neet AYP
[ adequate yearly progress] and there are two in the top ten in
the incentive program “W do small schools very well. W’'re
very proud of that, and were Ketchikan to take it, that’'s a
di fferent beast than having a school of 1,500 kids.” The tinber
receipt noney is additional resources and doesn’'t inpact the
foundation formula. The ISER [Institute of Social and Econom c

Research] noney is helpful, “but we’'re pretty nmuch on the
ropes.” There was a tine when the district had 20-sonme schools
with their own plane - those days are long gone. Students are

down 20 percent. There is no admnistrative fat. Conbining
school districts would not bring much of a cost savings. There
are plenty of principals within 50 mles that make nore nopney
than he makes, so sonebody has to be sitting in his chair,

whether it is a superintendent or soneone else. “l drive the bus
and | cleaned nore than one toilet and do principal duties as
well.” There’'s no fat. There are 160 students in his schools.
5:08: 37 PM

MR. BRANDT-ERI CHSEN said in the hearing on HIR 30 there was a
spreadsheet of enrollnents and funding. The KGB wants to be a
good neighbor and has had a good relationship wth the
communities on Prince of Wles Island in the past. Ketchikan
posted security for a ferry, jointly pursued tinber issues with
the forest service with the city of Craig, and it has a |ong
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history of cooperation. It doesn’'t want to damage that
rel ationship, “but at the same tinme we’'re concerned about things
that are going on just outside of our boundaries.” Activity in
Msty Fjords is inpacting Ketchikan. There are legitinate
reasons, conpletely independent of tinber receipts, to be
pursuing this annexation, and the comunity wants to nove
forward with it.

SENATOR WAGONER said the two comunities that stand to | ose the
nost are Petersburg and Wangell. Wiy aren’t they here?

MR BRANDT- ERI CHSEN said he doesn’t know. In ternms of the $1.2
mllion that has been nentioned, about one third represents
funds that currently go to Wangell and Petersburg. Wangell
will take about $250,000 of tinber receipts above its current
level if its petition to form its own borough is accepted.
Petersburg is trying to form a borough, as well. That m ght be
why they didn’t object to Ketchikan' s petition.

CHAI R OLSON renoved his objection.

5:11: 40 PM

SENATOR KOOKESH noved to report the CS for SJR 15, |abeled 25-
LS1393\C, from conmttee wth individual recomendations and
attached fiscal note(s).

SENATOR WAGONER obj ected. He said he has been here for six years
and he continues to hear about the LBC form ng boroughs, *“and

here’s a borough willing to go out — they ve already fornmed a
borough -- and take in nore land to be responsible for, and I
don't know what’'s going to be on that land in the future.” It

may be devel oped and cost that borough noney or increase its tax
base. The borough mght help develop the land for mning or
other things. He said that is what “we” have been trying to do
for years. A lot of the rural areas resist form ng boroughs.
Kenai woul d have been a nmess w thout a borough. The comunities
were very snmall at that tinme, and it grew and prospered. “We pay
our borough taxes and we have borough services, so | think
that’s the way to go.”

5:13:43 PM

A roll call vote was taken. Senators Kookesh, Thomas, Stevens,
and dson voted in favor and Senator Wgoner voted against.
Therefore, CSSJR 15(CRA) noved out of conmittee on a vote of 4
to 1.

The comm ttee adjourned at 5:14:22 PM
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