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3:29: 14 PM

CHAIR CLICK BISHOP called the Senate Community and Regional
Affairs Standing Comrittee neeting to order at 3:29 p.m Present
at the call to order were Senators Hoffrman, MacKi nnon, Egan, and
Chai r Bi shop.

OVERVI EW LOCAL BOUNDARY COWVM SSI ON DECI SI ON ON ALLAKAKET

ANNEXATI ON
3:31: 05 PM
CHAI R BI SHOP announced that the conmittee will briefly discuss
the Local Boundary Comm ssion decision on All akaket. He
specified that afterwards, the commttee will hear from two
appointees to the State Assessment Review Board: Steve Van Sant
and WIliam Roberts. Lastly the conmttee wll hear SB 22 on

vehicle registration costs.

JOHN MANLY, Staff, Senator Bishop, Alaska State Legislature,
Juneau, Al aska, explained that the conmttee discussion on the
Al | akaket annexation is just an informational item He explained
that the Local Boundary Comm ssion's decisions are often
referred to the Legislature to take action, generally to
di sapprove a decision if desired. He specified that the
Legi slature has 45 days fromthe day the decision arrives at the
Senate Secretary's Ofice. He noted that the 45 day period wll
end on March 8, 2015.

He specified that the annexation decision has been brought
before the committee to decide whether or not the conmttee
wants to do anything. He detailed that the decision was nmade by
the Local Boundary Conmi ssion on Novenber 12, 2014. He said the
annexati on decision involves Allakaket and Al atna, both |ocated
on the Koyukuk River. He revealed that no one in the annex area
is opposed. He added that nei t her Senat or A son  nor
Representati ve Nageak are against the annexation. He asked if
the commttee has any interest in having further hearings on the
annexation. He explained that if the commttee does not take

action, the 45 days will run out and the annexation wll take
effect.

3:32:51 PM

CHAI R BI SHOP announced that seeing no objection, the commttee
will allow the 45 day period to run out and allow the annexation

to nove al ong.

CONFI RVATI ON HEARI NGS:

SENATE CRA COWM TTEE - 3- February 10, 2015



St ate Assessnment Revi ew Board

3:33: 33 PM
CHAI R BI SHOP announced that the commttee will hear from the
State Assessnment Revi ew Board appoi nt ees.

3:34: 04 PM

STEVE VAN SANT, Appointee, State Assessnent Revi ew Board (SARB)
Pal ner, Al aska, noted that he retired from state service a year
ago. He specified that he was the State Assessor for 22 years in
addition to serving on the State Assessnment Revi ew Board (SARB)
for 25 years, 15 years as chairnman. He detailed that SARB
consists of five nenbers and asserted that he brings a |ot of
know edge to the board.

He explained that SARB hears appeals from the oil and gas
industry or nunicipalities on valuation of oil and gas property
that is assessed under AS 43.56. He noted that the biggest issue
started in 2006 when the State Petrol eum Assessor increased the
Trans- Al aska Pi peline System (TAPS) valuation that resulted in a
Suprene Court decision due to appeals from oil conpanies and
muni ci palities. He detailed that in 2006, TAPS was assessed at
$3 billion and its value was going down. He noted that the
current value of TAPS is assessed in the $9 billion range.

3:36: 52 PM
CHAI R BI SHOP concurred that M. Van Sant's education, training,
and experience i s inpressive.

SENATOR MACKI NNON stated that she wanted to speak on behalf of
M. Van Sant. She noted that M. Van Sant has proven to be
honest, trustworthy, and she values his opinion. She stated that
she woul d be happy to forward M. Van Sant's nane.

3:38: 03 PM

WLLIAM ROBERTS, Appointee, State Assessnent Review Board

Kodi ak, Al aska, stated that he has been doing appraising and
assessing work for 32 years in Alaska, the last five years as
the assessor in Kodiak Island Borough. He set forth that his
mai n enphasis as assessor is trying to bring everything into
"fair and equitable.” He stated that he wll bring a new
perspective to SARB due to his 23 years as an appraiser in the
field. He specified that he has done a lot of comrercial
appraisal. He summarized that he will be able to |ook at val ues
and nethodology to bring in fair and equitable assessnents for
t he pi peline.
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SENATOR MACKI NNON asked M. Roberts to address equitability and
how he wi |l decide a val ue concerning pipelines.

MR. ROBERTS answered that he has reviewed previous pipeline
assessnents and asserted that he wll find the nethodol ogy that
makes the nost sense to give a value that is fair and
reasonabl e.

3:41:31 PM
SENATOR MACKI NNON asked what nethodology M. Roberts will |ean
towards in val uation

MR. ROBERTS replied that SARB has used the cost approach in the
past, an approach that gives good value. He detailed that the
cost approach takes into account economc facts, pipeline
depreciation, previous court cases, and proven oil reserves in
order to decide what is reasonable. He pointed out that
depreciation and economc factors will be the biggest issues for
t he TAPS assessnent.

SENATOR MACKI NNON noted that M. Roberts has quite a bit of
community and municipality experience. She asked if M. Roberts
tends to think his assessments wll be |ooking nore towards
value for local communities or towards the State of Al aska. She
explained that the reason for her question in based upon M.
Roberts' statenent about equity and fair distribution in
downward oil narkets. She noted that there may be resolve to
make up valuation either at the state or local level due to an
actual val ue deval uation

3:43:12 PM

MR. ROBERTS replied that Senator MacKi nnon m sunderstood his
comment on equity. He specified that his whole point would be
that the assessnent has to be a reasonable value that is not
partial towards nunicipalities, the state, or the oil conpanies.
He asserted that he is supposed to |look at the presentations
from all three entities and decide which one makes the nost
sense or which blend nakes the nbst sense given the econonic
situation of the oil industry.

SENATOR MACKI NNON noted that it is inportant for the conmttee
to under st and t he current pi peline's assessnent when
consideration is being given to purchase or partner in another
pi pel i ne.

3:45: 03 PM
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SENATOR STEDMVAN noved that the confirmations for M. Van Sant
and M. Roberts be advanced to the joint session.

3:45:18 PM
CHAI R Bl SHOP decl ared that the commttee will stand at ease.

3:46: 53 PM

CHAIR BISHOP called the commttee back to order. He announced
that a confirmation docunent was signed to nove the appointees
forward. He read the follow ng statenent:

This does not reflect an intent by any of the nenbers
to vote for or against the confirmation of the
i ndi vi dual s during any further sessions.

SB 22- MOTOR VEH CLE REG TAX: COLLECTI ON COSTS

3:47:19 PM
CHAI R BI SHOP announced that the next of order of business wll
be the consideration of SB 22.

3:47:28 PM
SENATOR CATHY d ESSEL, Al aska State Legislature, Juneau, Al aska,
provi ded a sponsor's statenment as foll ows:

SB 22 would update the Division of Mtor Vehicle's
registration tax that charges to the nunicipalities.
The way this works is citizens renew their vehicle
registration and we do that through the State of
Al aska. Part of the fee that we pay is a Minicipal
Mot or Vehicle Registration Tax (MVRT); State of Al aska
collects that for the nunicipalities and in doing so
they charge an 8 percent wuser-fee, a charge to
recuperate the cost for the D vision of Mtor Vehicles
(DW) for collecting this for the nunicipalities. DW
passes the tax itself on to the nunicipalities, but
they charge this 8 percent fee. This fee was set in
1993 and it hasn't been updated since then despite a
reduction in the cost of collecting this fee. DW has
becone much nore conputerized, we can now renew our
registrations online and it takes less staff on the
part of DW. In your packet you have a statenent from
the Minicipality of Anchorage which points out the
ram fications of this. In 2012 the nunicipality chose
to nearly double its auto registration fee; they did
this to reduce the anpunt of property tax for |ocal
residents. As a result of that, with that 8 percent
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collection fee, it doubled the fee collection that DW
did for the very same anount of work, no increased
work, but once the registration fee had gone up and
the 8 percent was calculated off of that, then DW
ended up collecting over $500,000 in excess fees and
that's just from the nunicipality of Anchorage. There
are actually 16 nmunicipalities that the DW collects
this user fee from this 8 percent fee.

What the bill proposes to do is to |ower that
collection percentage to 5.5 percent, so from 8
percent down to 5.5 percent. In |looking at the
breakeven cost in 2010, a breakeven would have been
5.1 percent for DW; so this actually would still give
thema bit of a buffer, it's lowering to 5.5, 5.1 they
would still be collecting the sane anount of fee as
they did in 2010. So it is not taking it all away,
it's still going to be collecting some cost for their

adm nistration, but it wuld essentially be noving
nmoney from DW into the comunities where it actually
bel ongs, so it would still help reduce property taxes
on the |l ocal |evel.

3:51:11 PM

FORREST WOLFE, St af f to Senator G essel, Al aska State
Legi sl ature, Juneau, Al aska.

3:51:45 PM

DANI EL MOORE, Muni ci pal Tr easurer, Treasury Di vi si on,

Muni ci pality of Anchorage, Anchorage, Al aska, confirned that the
Muni ci pality of Anchorage did wite a letter of support for SB
22. He specified that SB 22 corrects an inequity that surfaced
several years ago when the city of Anchorage increased its fee
schedule and basically DW started to receive a wndfall of
revenues based upon the 8 percent statutory rate. He continued
to confirm Senator G essel's information on MRT. He pointed out
that DW has received $500,000 per year for the last 3 years
from Anchorage in additional w ndfall revenues. He noted that he
disagreed with DW's assessnent in the fiscal note that the
reduced percent was characterized as a loss to the division. He
asserted that DW' s user-fee change should be specified as a
reduction in DW' s w ndfall.

3:56: 04 PM

MR. MOORE summari zed that SB 22 represents a win-win for all 16
Al aska comunities by reasonably adjusting the MRT revenues
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retained by DW and corrects the inequity that was never
i ntended when the city of Anchorage increased its rate base.

SENATOR STEDMAN noted that there are nultiple conmunities |isted
and he asked that an inpact breakdown be provided on each
comunity.

SENATOR MACKI NNON noted that the expenses that the state incurs
for each community may differ because sone comunities nay be
nore | abor intensive. She pointed out that Anchorage may have a
consolidation of services from the perspective of electronic
services. She asked that DW share what their costs are
associated with each of the communities' expenses and vari ances.

3:58: 01 PM

KATH E WASSERMAN, Executive Director, Alaska Minicipal League
(AML), Juneau, Al aska, noted that |ast year AM. dealt with a
bill where DW provided tax collection breakdowms for 16
communities' license fees. She opined that DW can assist wth
providing the commttee with the tax collection breakdowns. She
asserted that AML will be helpful during the current deficit
situation to offer revenue stream assi stance.

4:00: 16 PM
CHAI R Bl SHOP announced that SB 22 will be held in conmttee.

4:00: 30 PM

There being no further business to come before the commttee
Chair Bi shop adjourned the Senate Community and Regional Affairs
Standing Conm ttee hearing at 4:00 p. m
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