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KATH E WASSERVAN, Executive Director

Al aska Muni ci pal League

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified that she has agreed to work with
t hose in support of HB 264.

CHRI STOPHER CLARK, St aff

Represent ati ve Munoz

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented potential anmendnents to HB 264 on
behal f of the sponsor, Representative Minoz.

DAVE HANNA

Juneau, Al aska

PCSI TI ON  STATEMENT: During hearing of HB 264, answered
guesti ons.

CHRI STI NE KLEIN, Chief Operating Oficer

Calista Corporation

Anchor age, Al aska

POSI TI ON  STATEMENT: Provided a presentation regarding the YK
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Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: During the hearing of HB 219, answered
guesti ons.

LI NDA HALL, Director

Di vision of |nsurance

Depart ment of Comrerce, Conmunity & Econom ¢ Devel opnent
Anchor age, Al aska

PCSI TI ON STATEMENT: Expressed concern with HB 219.

SEBASTI AN SAARLOCS, Menber

City Council

City of Delta Junction

Del ta Junction, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 219.

ACTI ON NARRATI VE
8:05:41 AM

CHAIR CATHY ENGSTROM MJUNQZ called the House Conmunity and
Regional Affairs Standing Committee neeting to order at 8:05
a.m Representatives Foster, Austerman, D ck, Gardner, and
Munoz were present at the call to order. Representative Cissna
arrived as the neeting was in progress.

HB 264- MUNI PROPERTY TAX DEFERRAL: SUBDI VI SI ONS

8: 05: 59 AM

CHAIR MUNQZ announced that the first order of business would be
HOUSE BILL NO 264, "An Act allowng a deferral of nmunicipal
property taxes on the increase in the value of real property
attributable to subdivision of that property; and providing for
an effective date."

8:06:40 AM

KATH E WASSERMAN, Executive Director, Alaska Minicipal League,
acknow edged that after speaking with some nmunicipalities, she
had witten a letter to the commttee regarding HB 264. Si nce
that time she has spoken with Dave Hanna, who is involved with
the | egislation, and agreed to work with those in support of the
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| egi sl ation. For now, she said to ignore the letter she
submitted to the comm ttee.

8:08: 01 AM

CHAI R MUNQZ announced that public testinony was cl osed.

8:08: 34 AM

CHRI STOPHER CLARK, Staff, Alaska State Legislature, presented

[ Amendnment 1] | abeled 27-LS1090\B.1, Bullard, 2/13/12, with the
attached expl anation, which read as foll ows:

Page 1, line 8, followng "to"
I nsert "(1)"

Page 1, line 9, follow ng "parcel s":
I nsert "; and

(2) any inprovenents nade to the property
necessitated by its subdivision"

Expl anati on of Amendnent B.1
Prepared by Christopher Cark, Aide, Rep. Cathy Minoz

The current language in HB 264 may |imt a property
tax deferral to only those costs that are directly
attributable to subdividing a parcel such as surveying
and platting.

Sonme municipalities such as Juneau require subdivision
devel opers to make inprovenents for things |ike access
roads, drainage ditches, and utility corridors.

Adding the words "any inprovenents nade to the

property necessitated by its subdivision® wll allow
i nprovenent costs to be part of a property tax
def erral

8:09: 57 AM

REPRESENTATI VE Cl SSNA asked if [Amendnent 1] allows holding off
on the full extent of devel opnent and giving protections so that
the property owner isn't taxed. She expressed concern wth
creating a situation in which the land is cleared and sits
vacant for 10 years, conceivably ready for devel opnent.
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MR. CLARK rem nded the commttee that HB 264, as witten, would
limt the tax deferral to up to five years or end when the
permt is issued. The idea is to wait for a building to be
constructed on the property and then the tax deferral would end.

CHAIR MUNOZ also remnded the commttee that the proposed tax
deferral is optional

8:11: 46 AM

REPRESENTATI VE CI SSNA recalled that in Anchorage in 1967 there
was property with partial devel opnent that was ready to sell and
build upon, but which sat enpty and cleared for 30 years. She
asked if HB 264 allows the aforenentioned.

MR. CLARK clarified that's not the intent, rather the intent is
to speed up devel opnent and avoid vacant fields. The idea is to
receive the tax deferral for five years, such that devel opers
have tinme to construct a building to sell.

8:13: 06 AM

DAVE HANNA enphasized that HB 264 is a valuable tool to ensure
that Representative Cissna's concerns don't happen. The
| anguage in HB 264 is broad enough to allow nunicipalities to
apply the deferral in any manner they see fit. These incentives
could be wused in various ways to encourage the type of
devel opnent the nunicipalities want, such as w der green belts
or | arger play grounds.

REPRESENTATIVE CISSNA surmsed then that HB 264 provides
muni ci palities choices and it's optional.

MR. HANNA replied yes.
8:14: 24 AM

REPRESENTATI VE AUSTERVAN asked i f t he | anguage "any
i nprovenents” that would be inserted per [Anendnent 1] s
defined or needs to be defined.

MR. HANNA said that it would be left to the nmunicipalities to
defi ne. However, he informed the comittee that nost
muni ci palities allow phased devel opnent of a subdivision. He
surm sed that nunicipalities would use [the |anguage] as a tool
to specify that a certain anount of developnment occurs by a
certain point. He related that currently in Juneau, one can
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apply for a plat and nake inprovenments w thout recording the
pl at or conpleting the inprovenents.

8:16: 21 AM

REPRESENTATI VE GARDNER asked if it's the sponsor's intent that
t he proposed property tax referral is not renewabl e.

MR. CLARK answered that since the legislation doesn't nake a
provision for it to be renewable he presuned that it's not.
Therefore, the proposed property tax referral would be a one-
time allowance. Again, the legislation provides flexibility to
muni ci palities to inplenment the proposed property tax deferra
as they see fit.

8:17:47 AM

REPRESENTATI VE GARDNER nopved to adopt  Anendnent 1, 27-
LS1090\B. 1, Bullard, 2/13/12, [text provided previously]. There
bei ng no objection, Arendnent 1 was adopt ed.

8:18: 07 AM

MR. CLARK noved on to [Anmendnent 2] |labeled 27-LS1090\B. 2,
Bul lard, 2/13/12, with the attached explanation, which read as
foll ows:

Page 2, line 1:

Delete "the municipality grants a building permt
for all or a portion of"

Insert "a residential or comercial building is
constructed on"

Page 2, line 7:

Delete "the municipality grants a building permt
for a portion of"

Insert "a residential or comercial building is
constructed on"

Expl anati on of Amendnent B. 2
Prepared by Christopher Cark, Aide, Rep. Cathy Minoz

This anmendnment is aided at fulfilling the intent of
the bill to end a property tax deferral when a
property is inproved and a building is constructed on
it - so long as that happens within five years.
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The current | anguage ends a deferral when a
muni ci pality grants a building permt for all or a
portion of a subdivided parcel. There are two
concerns with this:

1. Some municipalities don't issue building
permts; and,

2. No inprovenents may have been done at the tine
a permt is issued.

This anmendnent would end the deferral when a building
is constructed on the property.

8:19:41 AM

REPRESENTATI VE GARDNER pointed out that there is a dangling
nodi fier in the | anguage being inserted by [ Anendnent 2].

8:20:19 AM

REPRESENTATI VE AUSTERVAN noved to adopt Amendnent 2, 27-
LS1090\B. 2, Bullard, 2/13/12, [text provided previously].

8:20:34 AM

REPRESENTATI VE GARDNER then noved to adopt an anmendnent to
Amendnent 2 such that the |anguage being inserted by Anendnent

2: "a residential or comrercial building is constructed on",
would be replaced with the follow ng |anguage: "on which a
residential or commercial building is constructed". There being

no objection, the anmendnent to Amendnent 2 was adopt ed.

[The conmttee then treated Amendnment 2, as anended, as
adopt ed. ]

8:20: 58 AM

REPRESENTATI VE AUSTERMAN noved to report HB 264, as anended, out
of committee W th i ndi vi dual recommendat i ons and t he
acconpanying fiscal notes. There being no objection, CSHB

264(CRA) was reported from the House Conmmunity and Regional
Affairs Standing Commttee.

#

8.21.:20 AM

The commttee took an at-ease from8:21 a.m to 8:25 a.m
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Presentation: YK Village Cluster Consolidated Services Mdel
Pl an

8:25:01 AM

CHAI R MUNOZ announced that the next order of business would be a
presentation of the Yukon Kuskokw m Village O uster Consolidated
Servi ces Mdel Pl an.

8:25:13 AM

CHRI STINE KLEIN, Chief Operating Oficer, Calista Corporation,
explained that she would discuss the concept of a village
clustering nodel in Southwest Alaska that would help sustain
sone of the rural econonmy and sonme of the Southwest Al aska
vil | ages. She told the committee that over the years, Calista
has noticed throughout Al aska that transportation and affordable
energy are critical to the survival of communities. In
reviewing U.S. history, over 2,700 communities have disappeared
with nost of them being located in the Western U. S Since the
1800s, 22 communities in Al aska have disappear ed. The question
for many Western Al aska comunities is how to survive as funding
decr eases. Growi ng up in Southeast Al aska, she recalled living
t hrough five cycles of boom and bust in Ketchikan. Sonme of the
stabilizing factors in [Ketchikan] were transportation and
energy. In 1903 one of the first hydroelectric power plants was
constructed in Ketchikan. Ketchikan also had the Al aska
steanmships and was |located on a main [transportation] corridor.
The aforenmentioned factors lead to the creation of a sustainable
econony in Ketchikan. In fact, today Ketchikan has one of the
hi ghest per capita resident incones in the state. Upon review,
it was apparent that Ketchi kan was sustainable because of the
avail abl e transportation, accessibility, stable and affordable
energy, as well as sone resource availability, and residents who
wer e adaptable and flexible. Referring to the map on the slide
entitled "Sustainability: Access", she pointed out that although
rural areas have sone of the greatest resource potential, nost
of those communities and resources are |ocated off the Railbelt
and off the grid. Therefore, one of the greatest challenges is
transportation and energy. She then infornmed the committee that
the Fraser Institute surveyed mning conpanies worldw de, the
results of which ranked Al aska nunmber 1 in mneral potential but
57th due to lacking infrastructure and devel opnent chall enges.
Again, the greatest challenges are transportation and energy.
In reviewing old and new plans, she discovered the map presented
on the slide entitled "Sustainability: Affordable Access &
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Ener gy". This map specifies some of the areas that the
Department of Transportation & Public Facilities (DOT&PF)
investigated in 2008 in ternms of possible econom c val ue hubs

The nmap highlights access and energy corridors that are
necessary for both comunity and commerce survival. Sone
communities, particularly in Southwest Alaska, would be good
nodel s of denonstration for inproving the econony and cost of
living. Southwest Al aska has nearly 30,000 citizens and has the
| argest nunber of communities of any region in the state, wth
56 communities and villages. As budgets tighten, [Wstern
Al aska] seens to be a perfect area where resources can be shared
and villages clustered. She noted that some of the villages are
within five mles of one another. Referring to the slide
entitled "Sustainability: Access", she inforned the conmttee
that currently, the region is 58,000 square mles with very
little infrastructure and has the highest cost of living in the
state. Furthernore, 75 percent of the region is isolated due
to federal ownership of lands and 20 percent of the land is
owned by Alaska Native Cains Settlenent Act ( ANCSA)
corporations, wth less than 5 percent privately owned. Wth a
popul ation of close to 30,000 people and growing by 6 percent,
it's a great resource for future workforce devel opnent.
Al though there is one interconnecting road in Wstern Al aska, it
isn't passable. Nearly every village in Western Al aska has a K-
12 school, an independent diesel powered generator, an airport,
sonetines a health clinic, and sonmetines water and sewer. As
illustrated by the chart on the slide entitled "Sustainability:
Energy, Lowest Energy Costs: Hydropower & Gas", rural Al aska
has the highest cost of energy in conparison to other areas of
the state. The areas of the state doing best are Southeast and
Sout hcentral Al aska, both of which have hydropower whereas ot her
areas of the state use diesel for their heat and electricity.
Last year, the cost for diesel ranged from $6-$10 per gallon and
this year it's projected to be $7-%$12 per gallon. El ectricity
is generated by small diesel generators, many of which are old
and unreliable. She highlighted that citizens [in rural Al aska]
tend to use less than half [the energy] a nornmal average fanmly
woul d consune, sinply because of the cost. Therefore, they are
al ready conserving. She then related that the average cost of
electricity in rural comunities is $.83 per kilowatt hour and

ranges from $.58-$1.05 per kilowatt hour. Referring to the
charts on the slide entitled "Sustainability: Energy Rural
Citizens' Disproportionately H gh Costs"”, she inforned the

conmttee that over the last 5 years the percentage of a
househol d's i nconme that goes to energy has risen from 20 percent
to 65-70 percent, even with power cost equalization (PCE). She
then directed attention to the map on the slide entitled
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"Village Custer Mdel: Goup Cosely Located Villages". As
mentioned earlier, the areas doing best are Southeast and
Sout hcentral Al aska, where 24 percent of the electricity is
provi ded by hydropower. In fact, Southeast and Southcentral
Al aska already have 37 power facilities based on hydro and, on
average, are the |owest energy cost areas ranging from $. 10-$. 15
per kilowatt hour. The map also specifies areas the Al aska
Energy Authority (AEA) identified where rural PCE is already in
pl ace and there is potential hydropower. There are at |east 131
priority sites and in Southwest Alaska there is not one

hydr opower pl ant. Therefore, it appears that Southwest Al aska
would be a good area to consider for inprovenment in ternms of
energy as well as transportation. She then highlighted that

energy costs have nore than doubled over the last couple of
years and it continues to increase, which results in a
di sproportionate living cost in rural Al aska versus sonme of the

state's larger communities. Ms. Klein then referred to the
slide entitled "Village Custer Model: Goup Cosely Located
Villages" and said that the tinme is ripe for clustering villages
and sonme villages have already "bought into" the concept. The
map circles feasible clusters of comunities that could be a
denonstration nodel of |inking communities to share sone public
infrastructure assets. There are three sets of villages that
consist of 12 communities and over 6,000 people. Some

communities have asked to join this effort and for the
assi stance of the regional corporation and the state. She told
the conmttee that Calista Corporation has briefed the
governor's office, which has expressed interest in inplenenting

something |like village clustering. The first group of
communities is Nelson Island and consists of the follow ng
comuni ties: Toksook,  Tununak, Ni ght mut e, and Unkum ate.
Anot her group of communities consists of the follow ng
comunities: Hooper Bay, Chevak, and Scanmon Bay. The third

group of comunities consists of the followng comunities:
Emmonak, Al akaknuk, and Sheldon Point along with sone other
smaller cormmunities that may be linked into this group. Sone of
these areas have existing needs for basic services, whereas
ot hers already have infrastructure in place.

[ 8: 39: 54]

REPRESENTATI VE Cl SSNA hi ghl i ghted that through the Al aska Native
Tri bal Heal t h Consortium Chevak had cooperation [with

surrounding] communities for safe water. However, because of
the cost of fuel, the arrangenent is falling apart. Thi s
proposal, on the other hand, neets the needs of the comrunities
and needs to be wunderstood statew de. Representative C ssna
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related her understanding that the <cost of energy is a
difficulty not only in terns of heating the honme but also for
obt ai ni ng food.

M5. KLEIN noted her agreenent, and added that by necessity
famlies are sharing their resources, including their hones and
hunting trips. Wth respect to the village safe water program
in the past there has been difficulty obtaining agreenment wth
near by vill ages. However, the increased cost of living along
with regional |eadership has helped work through sone of the
difficulties wth consolidation. She opined that t he
af orenentioned as well as the cooperation of state agencies is
key for the success of clustering. The primary item that wll
make village clustering work is a road and energy |ink, which
doesn't exist in this area of Al aska.

8:43: 39 AM

REPRESENTATI VE Cl SSNA conmented on the difficulty of maintaining
roads in these areas, and asked if rail has been consi dered.

M5. KLEIN, speaking as an engineer, said rail is nuch nore
expensive to construct [than a road] and the area needs to be
flat. Usually, rail is nost effective when there are |arge
volunes of heavy industrial material being transported. She
acknowl edged that this area has lots of pernmafrost and wetl ands
and it would be difficult to maintain roads. However, she

rem nded the commttee that these don't have to be four-I|ane
roads, rather trails can suffice. Ms. Klein clarified that she
is trying to highlight areas where there have been studies
regardi ng whet her the [village ~cluster nodel woul d  be
successful] and where sone roads could be constructed and

devel oped. Nel son Island has been studied nunerous tines over
the last 20 years, including sone Departnent of Transportation &
Publ i c Facilities studi es i ndi cating t hat constructing

infrastructure would be feasible and provide significant
econoni ¢ benefits and savings to the state.

8:45:57 AM

REPRESENTATI VE DI CK commented that the cost of energy is passed
t hrough everything, including groceries and schools. He then
indicated that [a village cluster nodel] could help with the
out-mgration from the villages and make regional schools in
this area possible.

8:46:56 AM
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REPRESENTATI VE FOSTER expressed interest in obtaining the
studies, particularly the portions related to economcs, in
order to deternine the extent of the savings.

M5. KLEIN agreed to provide the information. She then inforned
the commttee that wunder the Mirkowski Adm nistration the
Department of Conmmunity & Regional Affairs did a report that
quantified sone of the cost savings and benefits [of village

clustering]. Nel son Island was used as a good exanple of where
to use this nodel in the Southwest region. She expl ai ned that
one of the reasons to bring forward this nodel is that the
exi sting schools, energy plants, and fuel farns are aging and
need to be replaced. As illustrated by a recent court case, the
state has been very behind in its responsibilities in this
regi on. Therefore, it seens that it would be an appropriate
time to consolidate schools in these areas. She noted that she
is an exanple of a successful individual who Ileft her hone

community to attend a regional high school.
8:49: 32 AM

M5. KLEIN told the committee that Nelson Island is an exanple of
a population that's growing and yet it has three schools within
25 mles of one another. On the other hand, students from
Grdwod are bused 35 mles through an avalanche zone to
Anchor age. She explained that the goal is to find areas where
there would be economes of scale as well as future
infrastructure and capital savi ngs. Furt her nore, this
consolidation could inprove the dismal high school graduation
rate and very few elective classes in the Southwest Al aska
regi on. Referring to the slide entitled "Proposed Village
Cl uster Model: Shared Services Consolidation”, she stressed
that it's critical to start now on an infrastructure master plan
for these village clusters in order for savings to even occur.
There would have to be great work with regard to the equity
state each village would have, which is what sone of the village
| eadershi p has requested Calista Corporation perform

8:51:26 AM
REPRESENTATI VE GARDNER asked if the expectation is that the

facilities would have to be balanced throughout the village
cl uster.
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M5. KLEIN replied yes, and added that is what takes tine,
intimate know edge of the region/comunities, ability to speak
t he | anguage, and state agenci es working together.

8:52:11 AM

V. KLEI N, returning to the presentation, directed the
commttee's attention to the slide entitled "Proposed Village
Cluster Model: Planning Project Request = $1.5M. The request
woul d entail putting together task forces of the state agencies
as well as public neetings to determine the avail able assets,
avai l abl e infrastructure, and what would need to be done to link
these communities. She noted that some communities have already
started the process. For instance, transm ssion |ines have been

built from Emmonak to Al akanuk. Still, the goal is to nobve
forward faster, particularly when reviewwng the funding
projections in the future. From the state's perspective, this
consolidation would reduce sone of the duplication. Currently,
in each cluster there are at least three airports that were
constructed with federal funds that will decrease. She further

highlighted that the state would benefit from this nodel by
sharing of resources, centralizing facilities such as schools,
increasing reliability, and reducing costs of energy. The |ocal
benefits of this nodel include providing cheaper energy and
transportation and inproving energency services. She pointed
out that some of these communities don't have a village public
safety officer (VPSO and thus pooling resources would provide
nore | everaging of the available funds such that a VPSO could be
placed in these communities. She rem nded the committee that
[Calista Corporation] is requesting capital funds to undertake
this effort and inforned it that they have a commtnent fromthe
r egi onal cor por at i ons, Associ ation of Vil l age Counci
Presidents, Yukon Kuskokwim Health Consortium (YKHC), Calista
Regi onal Corporation, and Nelson Island and Hooper Bay groups.
Ms. Klein said that if Calista Corporation isn't successful in
obtaining funding, it woul d consi der bringing forward
legislation for a pilot project to start this process in
Sout hwest Al aska.

8:55: 08 AM

REPRESENTATI VE Cl SSNA rel ated her understanding that in a nunber
of communities there is an energy plan that identifies what they
believe can be done in their areas. She opined that to nake it
renewable so that it's in perpetuity and cheap would create
sustainability.
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M5. KLEIN replied yes, Calista Corporation is pursuing a
hydr opower project in Southwest Al aska as well as a regionw de
energy program that would integrate many types of alternative
energy in this region. However, the area, which is larger than
the State of New York, has many things that work in different

ar eas. A situation in which various energy types are being
conbi ned nakes it nore difficult to integrate the various plans.
Therefore, it takes a concerted effort to nmake things work

t oget her, which takes tine, energy, and resources to acconplish.
8:57: 01 AM

REPRESENTATI VE Cl SSNA hi ghlighted that renewable energy has to
be | ocal. She then highlighted the fact that these people have
been in Southwest Al aska for a thousand years or nore and kept
t hensel ves warm Therefore, she opined that the know edge is
present [to utilize the appropriate alternative energy for the
area] in conjunction with today's technol ogy.

8:58: 02 AM
The conmittee took a brief at-ease.

HB 219- FI RE AND EMERGENCY MEDI CAL SERVI CES

8:59:41 AM

CHAIR MUNQZ announced that the final order of business would be
HOUSE BILL NO 219, "An Act exenpting certain energency mnedica
and fire departnent services fromregulation as insurance.”

8:59:47 AM

REPRESENTATI VE ERI C FEI GE, Al aska State Legislature, speaking as
the sponsor of HB 219, paraphrased from the following witten
sponsor st atenent:

HB 219 allows local fire and energency nedica
agencies to solicit funding as a form of prepaynent
for services. This type of program has been successf ul
in allowing such organizations to raise needed
operating funds while Iimting financial risk to those
that may need the agency’s services.

In a typical scenario, an individual or famly pays a

set fee to the local emergency nedical service on an
annual basis. The agency then wll respond and

HOUSE CRA COW TTEE -14- February 16, 2012



transport the individual or famly nmenber without
addi ti onal charge to the individual

Under current statute, it is the opinion of the
Division of Insurance that this type of activity is
deened insurance and is regulated by that division. HB
219 will clarify that this type of program is not
i nsurance and is not regulated by the division.

9:02: 05 AM

REPRESENTATI VE GARDNER requested the sponsor explain the
reference in the sponsor statement to "limting financial risk
to those that may need the agency's services."

9:02: 26 AM

M CHAEL PASCHALL, Staff, Representative Eric Feige, Al aska State
Legi sl ature, began by clarifying that nmedical and fire services
are interchangeable in the scenarios presented. Basically, an
i ndi vi dual who pays a fee upfront for fire and energency nedi cal
services and who requests those services nay see a bill for the
services, but won't have to pay it. To be clear, he pointed out
that the individual's insurance conpany may be billed, but the
i ndi vidual wouldn't be held responsible for any of the
addi ti onal charges beyond the fee.

REPRESENTATI VE FEI GE highlighted that it takes funds in order to
have a fire departnent, staff, and equipnent ready and warm
Therefore, there has to be a nechanismto raise the funds ahead

of time to pay its bills, training costs, and insurance. He
related that even with an upfront fee, the service is stil
dependent upon volunteer staff. The benefit of the upfront fee

for the community is that the insurance rates for the comunity
can be lowered if the fire departnment can reach a certain |eve

of proficiency, equipnment, and staff. Therefore, there is a
financial benefit to the comunity to have a fire departnent as
well as an enotional benefit in terns of potential fires in the
comunity.

9: 06: 09 AM

REPRESENTATI VE GARDNER acknow edged that the current sources of
funding for fire and energency nedical services may Dbe
i nadequate to neet the needs or maintain the |level of response
capability desired. She then inquired as to the proportions of
the funding for fire and energency nedical agencies, which she
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assurmed included sone state funds, federal funds, grants,
donations, and insurance paynents.

MR. PASCHALL answered that it varies per departnment. Therefore,
there are departnents that are funded through tax |evies and
departnments that are funded totally from voluntary funds [and in
bet ween] . In the case of the fire departnment with which he
wor ks, over the last year about 20 percent of its funding was
generated from donations, about 40 percent of its funding was
from the comunity corporation, and the renaining 40 percent of
its funding was from the departnment's contract with the Al aska
Division of Forestry to provide additional assistance for wld
land fire protection. The contract funds are the single |argest
source of revenue because they can earn enough noney in one year
that it can be spread out over years when it doesn't earn noney.

9:08: 19 AM

REPRESENTATI VE  GARDNER  surm sed t hat al t hough t he fire
departnment has nmade a contract with the Alaska D vision of
Forestry and has an obligation to respond, the departnent still
has to rely on volunteers. She asked if that places the
department in a difficult position.

MR. PASCHALL noted that his fire departnent has additional
equi pnent avail able specifically for the contract services in
order to avoid depleting the response capabilities to the
comunity as a whole. Furthernore, volunteers are hired to
standby for the Alaska Division of Forestry contract. Since any
fire during high fire season is a risk to wild land fires, the
division allows the fire departnent to respond to a structure
fire because they respond as well. The only tinme the contract
services would take away from the local resources is when
equi pnent is noved to the location of a fire.

REPRESENTATI VE FEIGE clarified that the contract with the Al aska
Division of Forestry isn't very specific as it's basically a
contingency situation in which the division agrees to pay so
many dollars per hour per day when it uses the departnent to
fight a state fire. He enphasized that it's not guaranteed
ahead of time, and thus that elenent of funding isn't steady.

9:10: 39 AM
REPRESENTATI VE  AUSTERMAN inquired as to how many |oca

organi zations currently have a fee for service arrangenent [such
that it's a fundraising nethod].
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MR. PASCHALL related that he knew of two fire departnents that
operate under the subscription arrangenent and one anbul ance
service that's part of a fire departnent that waives the fee if
they provide services. The City of Delta Junction had an
ordinance to do this, but discontinued it because the city's
attorney and the Division of Insurance told them it would be
regul ated as insurance.

REPRESENTATI VE AUSTERMAN rel ated the assunption that additiona
cost would be the only reason to not offer [the subscription
arrangenent] .

MR. PASCHALL agr eed.

REPRESENTATI VE FEIGE interjected that essentially it's a
hi ndrance for communities that aren't a nunicipality and don't
have the ability to raise funds through taxation on their own.

REPRESENTATI VE AUSTERVAN said he understands the principle
behi nd the [subscription arrangenent].

9:13:45 AM

CHAIR MUNCZ directed attention to the commttee packet in which
docunents relate that there may be only 20 percent participation

in the subscription fee arrangenent. She inquired as to what
happens to those who don't subscribe when they have a fire and
there is a reluctance to respond. She also inquired as to

whet her the funds from 20 percent of the popul ation would cover
the true costs of the service being provided.

REPRESENTATI VE FEI GE rem nded the commttee that HB 219 doesn't
mandate anything; rather it just allows such a subscription fee
to be charged. Each community will be different in terns of the
basic limtations on cost. He inforned the committee that it
costs about $6,000 per year to run his local fire departnent,
whi ch he characterized "as very bare bones.” He noted that in
the past his fire departnment has received capital grants from
the legislature in the anount of about $250,000 and those funds
have been used to purchase equi pnment. He further noted that his
fire departnent is heated mainly with waste oil heaters, which
doesn't cost anyt hing. He stated that the cost wll be
dependent upon how much each comunity will be willing to pay
and how many in the conmmunity pay. Generally, about 35 folks in
his conmunity sign up [and pay] for service, which when conbi ned
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with other funding sources covers his fire departnment's basic
cost of providing the service.

9:16: 28 AM

CHAIR MJUNOQZ then asked whether those who don't pay the
subscription fee receive service.

REPRESENTATI VE FEI GE acknow edged that there is the desire to
take care of as many people as possible. However, the reality
is that nmoney is necessary to pay the insurance and the noney
has to cone from somewhere. In his community, the policy is
that the fire departnment will respond to every wild land fire

but will only respond to structure fires of subscribers. Froma
| egal perspective when the fire departnment responds to a
structure fire of a nonsubscriber and doesn't respond to a
subsequent nonsubscriber, the fire departnent is open to a
| awsuit. Therefore, the fire departnment has to conmt to those
who subscribe to the service and no one el se.

9:18: 05 AM

REPRESENTATI VE ClI SSNA rel ated her understanding that doing due
diligence in terns of safety would hold water in court.

9:20: 04 AM

LINDA HALL, Director, Division of Insurance, Departnent of
Commerce, Community & Economic Developnent, noted that the
commttee packet should include a letter from the D vision of
| nsurance that relates the division's belief, after |egal
research, that these subscription progranms would fall under the
definition of insurance, as statute is currently witten. She
clarified that she's really speaking to the fire departnent
portion of the legislation, and opined that this is strictly a
policy call of the legislature. She noted that other things are
exenpted from the broad definition of insurance. To offer
insurance [a fire departnent] can either beconme an insurance
conpany, which is an expensive and inpractical route, or find an
i nsurance conpany that's willing to provide a backstop. The
|atter has been utilized in the state with nedical transports

She expl ai ned that the nenbership group still has to be licensed
to sell the product, which is a fairly inexpensive process.
Al though the aforenmentioned isn't difficult, there may be sone
difficulty finding the backstop. As HB 219 proposes, the
subscription program can be exenpted from the title requiring
i nsur ance. She then expressed concern wth subsection (f)
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| ocated on page 1, line 6 regarding "anmbul ance and energency
services". The division's title, AS 21.87.010, already provides
al nost the identical |anguage and considers the transportation
for medical services to be part of health insurance, and thus is
covered in the definition of health insurance. She pointed out
that AS 21.87.010(5) says: "(5) anbul ance or energency nedica

services provided by a nunicipality, nonprofit nedical service
corporation, or nonprofit association if the person providing
the services is certified under AS 18.08.082." The reference to
AS 18.08.082 is part of the health and social services' statutes
that require the individual providing the energency nedical

services to obtain a certificate that is granted upon
[ conpl etion] of training. The |anguage in subsection (f) of
Section 1 of HB 219 is very open and doesn't require any
certification, and therefore would allow any nonprofit or
muni ci pality to start an anbul ance service. The regul ations
under health and social services already cover this type of
circunstance. M. Hall informed the commttee that she has been
involved in the nedical transport area in the fire departnent
servi ce charges. There is one nenbership program that has an
i nsurance backdrop and another that would qualify as a nonprofit
and have been exenpted wunder the aforenentioned statute.
Therefore, she opined that the ability to provide these services
as a nmenbership programis available for the nonprofits and thus
she expressed her preference to not enact subsection (f) of HB
219 because it seens to be covered in the division's title and
has wor ked. The actual exclusion of air anbulance services,
which HB 219 proposes, was proposed about five years ago. At
the time she said she supported the legislation while the House
Heal th and Social Services Standing Commttee didn't want those
services exenpted from the Division of Insurance's title. I n
closing, Ms. Hall urged the commttee to consider that HB 219
woul d al | ow services that don't neet any criteria.

9:27:44 AM

REPRESENTATI VE AUSTERVAN asked if HB 219 is broad enough to
i nclude the air ambul ance service for which [one can subscri be].

MR. HALL answered that the legislation is broad enough that it
woul d take away any of the Division of I|Insurance's oversight of
that type of an entity.

REPRESENTATI VE AUSTERMAN said that is of concern.

9:28:44 AM
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REPRESENTATI VE Cl SSNA asked whet her the sponsor would be willing
to specify a size of community in the |egislation.

9:30: 47 AM

REPRESENTATI VE GARDNER surm sed then that the division doesn't
have nmuch concern with the subscription service, but does have
concern about the anbul ance carrier portion of the |egislation.

M5. HALL replied yes.
9:31:18 AM

REPRESENTATI VE GARDNER asked whether the sponsor would oppose
| anguage that would allow a fire departnment to require
subscription service for comunities where property owners are
already paying property taxes to help support the fire
depart ment. She indicated the need to make sure the
aforenmentioned isn't possible.

9:32:10 AM

SEBASTI AN  SAARLCOCS, Menber , City Council, City of Delta
Junction, related support for HB 219. He also related that when
the Gty of Delta Junction had a subscription service the Cty
of Delta Junction fire departnent and the rural Deltana
vol unteer fire departnent would respond to all calls, no matter
whether it was the property of a subscriber or nonsubscriber.
Since the Division of Insurance deenmed the subscription plan
woul d be regulated as insurance, it was ended and the donations
fromthe comunity have decreased significantly.

9: 33: 37 AM

CHAIR MUNQZ reviewed the points raised today for the sponsor to
consi der.

9:34: 20 AM

MR. PASCHALL returned to the Division of Insurance's concern
regarding certification of anbul ance services. He related that
after pointing out that statute does not require an anbul ance
service to be certified in the state, Legislative Legal Services
agreed that there is only a provision for being certified in
order to collect insurance. He also noted that in Alaska there
is no requirenent to have an emergency nedical technician (EM)
in the anbul ance.
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9:35:29 AM

REPRESENTATI VE GARDNER surm sed then that an anbul ance service
wi thout certification can't obtain insurance for the transport
fromthat service.

MR. PASCHALL replied yes.
9:36: 09 AM

MR. PASCHALL then returned to the type of organization and
informed the commttee that the air service businesses are
typically for profit. The sponsor doesn't intend for HB 219 to
apply to for-profit businesses and doesn't believe that it's
witten to apply to a for-profit business. The goal was to
primarily target smal | er comunities. In response to
Representative Cissna's conment regarding the size of the
community, such a provision could be inserted. Wth regard to
Representative Gardner's concerns about fire departnents that
obtain funding from property taxes also charging a subscription
fee, M. Paschall related that currently alnost all EMS services
charge, even if they receive tax funding. Fire departnents are
also going to that nodel, particularly when there are multiple
calls [to the sane location] for fire alarnms. He recalled that
the City of Fairbanks charges for [fire and EMS services] called
to a nmotor vehicle accident.

9:37: 54 AM

CHAI R MUNOZ announced that the commttee will continue to work
on HB 219, and thus HB 219 was hel d over.

9: 38: 33 AM
ADJ QURNVENT
There being no further business before the commttee, the House

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 9:38 a.m
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