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ACTI ON NARRATI VE

TAPE 01-19, SIDE A
Number 0001

CO CHAIR CARL MORGAN called the House Comunity and Regional
Affairs Standing Comrittee neeting to order at 8:07 am
Representati ves Mrgan, Myer, Quess, and Kerttula were present
at the call to order. Representatives Halcro, Scalzi, and
Mur kowski arrived as the neeting was in progress.

HB 36- ENTERPRI SE ZONES

CO CHAI R MORGAN announced that the first order of business would
be HOUSE BILL NO 36, "An Act relating to enterprise zones."

Nunmber 0081

REPRESENTATI VE JOE HAYES, Al aska State Legislature, testified as
t he sponsor of HB 36. Representative Hayes read the follow ng
sponsor statenent:

The idea of enterprise zones originated in England
under Margaret Thatcher and was brought to the United
States under the Reagan Adm nistration. The basic
idea is to stinulate the econony of depressed areas by
of fering i ncentives, such as t ax br eaks, to
busi nesses. Enterprise zones have gained bipartisan
support from | awrmakers across the country. Thirty-
eight states have passed enterprise zone |egislation
and in 1994 the dinton Admnistration reshaped the
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enterprise zone idea into a federal program naned
Enpower nent Zones/ Enterprise Conmunities (EzZ/ EC

The purpose of HB 36 is to help reinvigorate Al aska's

depressed wurban and rural areas. By providing
i ncentives, businesses wll be nore likely to devel op
in depressed areas. This will in turn provide nore
jobs for the community, increase the average househol d
income and, therefore, ... also the standard of

l'iving. Enterprise zones work and have been yielding
promsing results for nearly two decades.

Traditionally, enterprise zones rely on credits
towards or exenptions from state taxes or fees. In
Al aska, however, there is little in the way of state
taxes. Therefore, in order to nake this concept fit,

HB 36 is based on a local control option. The
backbone of the incentive package 1is the |[ocal
control. The designation of an enterprise zone would

authorize local communities to offer their incentives
or incentives of choice froma short list, which would
i nclude reductions in permt or user fees, credits on
or exenption from property taxes, flexibility in
regulation or, lease or sale of real property to
private persons.

On top of authorizing greater flexibility in providing
| ocal econom c devel opnent incentives, HB 36 would
al so establish statewi de corporate incone tax credits.
The two statewide incentives are a 15 percent of the
initial investnment would count as a credit towards the
state corporate incone tax and after one year of
operation within an enterprise zone, a business could
qualify for a corporate inconme tax credit of $500 per
new enpl oyee.

HB 36 wll also help facilitate access to federal
grant noney. Various grant prograns are avail able
through the federal Departnent of Housing and Urban
Devel opnent . Most notable are the Community
Devel opnent Block Gants and the federal EZ/ EC
program

The goal of HB 36 is to encourage business devel opnent
and economic growmh while providing new options to
Al askan communities to inprove the quality of Ilife.
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HB 36 will be good for econom c devel opnent in Al aska.
Please join nme in [supporting this bill].

REPRESENTATI VE HAYES inforned the conmttee that there should be
a representative from the Departnent of Revenue, the Al aska
Muni ci pal League(AML), and the Barrow Econom c Devel opnent

G oup. He pointed out that the commttee packet includes a
detail ed sectional analysis and information with regard to what
ot her states are doi ng W th rural enterprise zones.

Representative Hayes related his belief that in sone areas in
rural Al aska, enterprise zones woul d be doabl e.

Nunmber 0412

CO- CHAIR MORGAN inquired as to the difference between the state
enterprise zones and the federal enpowernent zones.

REPRESENTATI VE HAYES explained that HB 36 would create a
st at ewi de program Currently, Al aska has no avenue with which
to gain the federal funds. Therefore, starting a statew de
program woul d be the first step. He inforned the conmttee that
U S. Senator Ted Stevens' office had informed him that at the
federal level, grants amount to $40 million for rural areas and
$100 billion for urban areas.

REPRESENTATI VE HAYES, in further response to Co-Chair Mborgan,
said that Metlakatla is the only enpowernent zone in Al aska. He
clarified, "W have one enterprise community [Metlakatla] in the
state of Alaska and then we have a renaissance zone in
Anchor age. "

Nunmber 0535

REPRESENTATI VE MURKOWASKI nentioned that part of her district is
inside a renai ssance zone. She asked if there is a difference
bet ween a renai ssance zone and an enterprise zone.

REPRESENTATI VE HAYES expl ained that renai ssance zones are able
to obtain funding from the Departnent of Housing and U ban
Devel opnent (HUD) to incorporate for housing. However, an
enterprise zone would open econom c devel opnent by bringing
busi nesses to the conmmunity. The two are very different.

REPRESENTATI VE MURKOWBKI surm sed, however, that an enterprise
zone could be in a renai ssance zone.
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REPRESENTATI VE HAYES agreed, but pointed out that a renai ssance
zone doesn't receive any federal funding.

Nunmber 0643

REPRESENTATI VE SCALZI asked if this legislation is necessary in
order to allow for the creation of enterprise zones.

REPRESENTATI VE HAYES replied yes, because it would be easier to
have an enterprise zone programif there is a statew de program
He explained that wunder the proposed statew de program four

comunities would be accepted by the state each year. Those
four conmmunities would go through the process of obtaining a
federal grant. Staff in U S. Senator Ted Stevens' office said

that this would be the step that bridges the gap to obtain
federal enterprise zone funding.

REPRESENTATI VE GUESS turned to the follow ng | anguage in HB 36:
"The departnent may recommend to the governor and the
| egi sl ature incentives to enterprise zones that include". She
asked if that [language] refers to specific enterprise zones or
t he program overal |

REPRESENTATI VE HAYES expl ai ned that the departnment can recomend

what the comunities have already recomended. Once the
proposals of +the conmmunities have been accepted, then the
departnment will [forward] those reconmendati ons.

Nunber 0771

REPRESENTATI VE MURKOASKI inquired as to the reason for the cap,
that is allowing only four enterprise zones each year.

REPRESENTATI VE  HAYES expl ained that starting wth four
enterprise zones per year, wth a maxinum tineline of 20 years,
seened to be a reasonable nunber that isn't too large or too
smal |

REPRESENTATI VE MJURKOABKI then turned to the eligibility criteria
and related her understanding that the area has to consist of
one census tract. She inquired as to the nunber of census
tracts in Anchorage or rather how nmany areas could qualify for
this enterprise zone designation?

REPRESENTATI VE HAYES answered that there are only three [census
tracts] in the Gty of Anchorage.
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REPRESENTATI VE MURKOWSBKI poi nted out that Anchorage has half the
popul ation of the state. Therefore, she surmsed that there
will not be nmany areas that wll nmake applications for an
enterprise zone.

REPRESENTATI VE HAYES said that this is a | ocal option.
Nunber 0992

REPRESENTATI VE =~ MURKOWSKI related her understanding that a
community would nake a request to the departnent, which would
prioritize the request and nake recomendations, and the
governor would designate up to four enterprise zones. However,
the language in Section 2 nmentions that the department may nake
recommendations to the |egislature. Therefore, she inquired as
to the role of the legislature in this process. Furt her nore,
she questioned whether the legislature really cares what the
incentives are if the legislature isn't part of the process.

REPRESENTATI VE HAYES said that he didn't have a definitive
answer .

REPRESENTATI VE HALCRO pointed out that the state mandates that

all property be assessed at the full narket value and no
deviations are allowed unless there are legislative exenptions,
such as the property tax referral bill for the MKay building.
Therefore, he assuned that any deviation from the full market

val ue assessnent would require |legislative action.

REPRESENTATI VE MURKOASKI asked then if that is why Section 1

includes four incentives and Section 2(d) only lists three
i ncentives. Section 2(d) doesn't include the followng
incentive: "flexibility in the nmunicipality's regulation of the

area, including establishing special zoning districts, special
processing for permts, and exenptions from |ocal ordinances".
She asked if that is due to Representative Halcro's point.

REPRESENTATIVE HAYES replied yes. Representative Hayes
clarified that the incentives listed in Section 1 pertain to
municipalities, while those in Section 2 pertain to the state.

REPRESENTATI VE GUESS returned to the subject of census tracts
and clarified that there are nore than three census tracts in
[ Anchor age] .

Nunber 1224
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NATE MOHATT, Staff to Representative Hayes, Alaska State
Legi slature, agreed that there are many census tracts across the
state. However, this bill specifically limts each nunicipality
to three enterprise zones. He indicated agreenent wth
Representative Guess that there would be nore than three census
tracts that would be eligible in Anchorage.

REPRESENTATI VE GUESS directed attention to page 1, line 11, and
asked if census tracts could conmbine for this [progran.

REPRESENTATI VE HAYES pointed out that a census tract nust neet
all the criteria listed in Section 1.

REPRESENTATI VE GUESS asked if the language refers to "at |east
one or is it just one."

REPRESENTATI VE HAYES specified that the language in HB 36 is in
conpliance with the federal program and thus wouldn't work with
the federal programif the |anguage is changed.

Nunber 1332

REPRESENTATI VE KERTTULA indicated agreenent with Representative
GQuess' point that the eligibility for designation |anguage says
that "the area nust consist of one census tract”, but it doesn't
say "shall only" or "nust only."

REPRESENTATI VE MJURKOWSKI agreed that the |anguage could be
interpreted to nean "at |east."

REPRESENTATI VE HAYES, in response to Representative Kerttula,
said that he could provide informati on regarding how the federa
programis applied.

Nunber 1378

REPRESENTATI VE SCALZI asked if there are any negatives to this
program

REPRESENTATI VE HAYES said that he hasn't found nuch opposition

Al though the Minicipality of Anchorage fears that this would
erode their tax base, he wasn't sure how that could be since a
comunity has the local control to choose what it wanted to use
as its plan. The rural areas seem anenable to this and AML is
supportive of this. In response to Representative Halcro,
Representative Hayes explained that the Minicipality of
Anchorage is neutral on this matter because they feel that it
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woul d erode their tax base. However, those under the Mayor of
Anchorage's chief of staff feel that HB 36 is an excellent piece
of | egislation.

REPRESENTATI VE HALCRO expressed surprise with the Minicipality
of Anchorage's position because he had a neeting with the head
of the Anchorage Downtown Partnership during which this idea was
pi t ched.

Nunmber 1500

CO- CHAIR MEYER related his belief that if the Minicipality of
Anchorage is really upset about HB 36, the commttee would have
heard about it. Therefore, he surm sed that the chanber may not
understand how and where this could be used. He also recalled
the flack that occurred with the MKay building because of the
notion of preferential treatment of certain devel opers.

CO- CHAIR MEYER turned to the fiscal note and inquired as to why
this programwoul d cost the state additional noney.

REPRESENTATI VE HAYES explained that the departnment felt that
with a new program it would need a devel opnent specialist for
half of the first year of the program in order to run the
program

CO- CHAIR MEYER pointed out that a reduction in property tax
woul d inpact the cities not the state. He surm sed that the
hope is that these zones will create nore economc activity and
thus gain nore noney in the long term

REPRESENTATI VE HAYES pointed out that there is a zero fiscal
note from the Departnent of Revenue. He informed the conmttee
that there would be a decline in state inconme if the option of
15 percent is chosen. He said that Deputy Conm ssioner Larry
Persily, Department of Revenue, could speak to that if the
commttee w shes.

Number 1649

REPRESENTATI VE MJRKOWBKI addressed ensuring that this is truly a
| ocal option. She related her understanding that a nei ghborhood
could approach a nunicipality for an enterprise zone and the
muni cipality could refuse. She asked whether there was any way
a nei ghborhood that qualified could circunmvent the refusal of
the municipality and [gain the ability to have an enterprise
zone] .

HOUSE CRA COW TTEE - 9- April 10, 2001



REPRESENTATI VE HAYES replied, "Not the way this bill is
drafted.” He agreed with Representative Mirkowski that the
municipality has to "sign on" [to the neighborhood's wish to
have an enterprise zone].

Nunber 1729

REPRESENTATI VE KERTTULA inquired as to how necessary the
addi tional departnmental staff is for this program She al so
asked if Representative Hayes felt that the departnment could
adm nister this programunder its existing budget.

MR MOHATT expl ained that the $33,000 in the first year would be
for one half of a staff person's tine. The departnent hasn't
said whether it needs to hire a new position but rather [the
fiscal note] reflects that someone [already on staff] would have
to dedicate part of their tine to review ng the applications.

REPRESENTATI VE KERTTULA inquired as to the sponsor's thoughts if
the commttee decided to have a zero fiscal note.

REPRESENTATI VE HAYES said that he had no argunment with a zero
fiscal note. He enphasized that this funding will only be for
four a year "at best.”

Nunmber 1858

LARRY PERSILY, Deputy Conm ssioner, Departnent of Revenue,
informed the committee that the Departnent of Revenue has a zero
fiscal note because it won't cost the departnent anything to
adm ni ster the program However, there is a cost to the state
for any tax credit program in that [the departnment] would
forgive revenue that it would otherw se get. He clarified that
he was referring to Section 5 of HB 36. M. Persily enphasized
that the departnent cannot estimate the future loss of tax
revenue to credits if enterprise zones were allowed. Therefore,
he surmi sed that the choice for the legislature is: "How nuch
revenue would you lose to credits versus how much new
devel opnent, new busi ness, new jobs would you create?"

MR, PERSILY informed the conmittee that in Alaska only C
corporations pay corporate incone tax while S corporations,
patrnerships, limted liability conpanies, and proprietorships
don't pay corporate inconme tax. He pointed out that the | argest
corporate taxpayers in Al aska are oil conpanies. Therefore, he
assunmed that it isn't the intent of the supporters of this
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| egislation to offer an incentive to oil conpanies. However
these facts are inportant to keep in mnd because oil conpanies
are the largest corporate taxpayers in Al aska and have the nost
to gain fromany business incentive.

MR. PERSILY related his understanding that under HB 36, if a
corporate taxpayer cannot use the entire tax credit within one
year, the tax credit would be |ost. He posed an exanple in
which a corporation invests $2 nmllion and has a $300, 000 credit
at the 15 percent credit rate. |If that corporation doesn't have
$300,000 in tax liability, the corporation would only wite off
the credit to the extent of their liability and the unused
credit woul d disappear because it cannot be carried over. M.
Persily said the departnent believes that wuld be a good

policy.
Number 2059

REPRESENTATI VE MURKOWASKI posed an exanple in which Boeing noved
its headquarters to Mountainview, Al aska. The Municipality of
Anchorage would be concerned due to the potential |oss of
corporate tax from Boeing. She understood that the tax credit
woul d be given for a 20-year period.

MR. PERSILY agreed that the tax credit would be given for a 20-
year peri od. However, he specified that the state rather than
the municipality would be concerned about the potential |oss of
a corporate tax. M. Persily remarked that this would work well
if a large <corporation makes a Jlarge investnent that it
ot herwise would not nake. Al though the state would lose X
dollars in corporate incone tax receipts, receipts that would
not have ot herw se been obt ai ned woul d be obt ai ned.
Furthernore, jobs would be created and if there was ever an
i ncone tax, then there would be revenue fromthose jobs as well.

Number 2145

REPRESENTATI VE HALCRO surm sed that the |egislature would have
the final approval on any taxing incentives.

MR. PERSILY turned to Section 5 and related his understanding
that the 15 percent would not be subject to legislative or
gubernatorial approval. However, as nentioned wearlier, a
property tax would require a statutory change. M. Persily
| ikened this to the education tax credit, which doesn't require
any |legislative action because the statute already exists.
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Nunber 2209

REPRESENTATI VE SCALZI returned to the oil conpanies. He asked
if this legislation would relate to any new facility or does it
have to be a new business or new enterprise or would the node of
busi ness have to be changed in order to obtain the tax credit.

MR. PERSILY related his understanding that it would nerely have

to be a new facility. He explained, "It can be an existing
busi ness that's expanding, but it can't replace sonething." For
i nstance, the headquarters on C Street cannot be closed and
reopened on B Street and called a new business. If a tool and

di e maker wanted to expand and build a new warehouse, that would
be a new business, a new facility, and thus they could qualify
for the credit.

REPRESENTATI VE SCALZI turned to the exanple of the tool and die
maker and asked whether they would be changing their structure
in order to qualify versus nerely noving the business.
Representative Scalzi wondered if this could be a tax credit
| oophol e that really doesn't do anything for econom c
devel opnment, but creates a tax credit for an existing business.

MR. PERSILY reiterated his interpretation that it would have to

be a new [facility] and not a replacenent. There would have to
be an expansion that is new, sonething that adds value to the
state. In further response to Representative Scalzi, M.

Persily said that he would like to think that the Departnent of
Revenue woul d be the entity that would quantify that.

Nunmber 2353

REPRESENTATI VE KERTTULA referred to Section 5(c), which says
that a new business facility could replace another facility.
Therefore, she surmsed that there could be a situation simlar
to that described by Representative Scal zi.

MR. PERSILY explained that [in such a situation] the conpany
woul d receive credit for the additional value.

REPRESENTATI VE KERTTULA then referred to Section 2(d)(2), which
refers to the recommendati on on state incone taxes to go to the
| egi sl ature. Therefore, she wasn't sure whether it would be
automatic or it would go back for approval

HOUSE CRA COW TTEE -12- April 10, 2001



MR. PERSILY said that the departnment interpreted that to refer
to anything additional, such as the incentive packages cities
offer to attract |arge sports arenas.

REPRESENTATI VE KERTTULA returned to Section 5(a) that begins by
saying, "In addition to any other tax credit allowed for the
i nvestment under this chapter”. Although that nay be true, she
indicated the need to add clarifying |anguage to address M.
Persily's interpretation. She suggested that the clarifying
| anguage could say, "in addition to the credit allowed under
Section 5". She acknow edged that it is a bit circular.

MR. PERSILY pointed out that Section 5 refers to other credits
avai l abl e under that chapter, such as education credits and
m neral exploration credits, and thus that |anguage would be
necessary to cover those credits.

Nunber 2491

REPRESENTATI VE MURKOWSKI inquired as to the legislature's role
in this other than considering recommendations for additional
i ncentives under Section 2. From what she could see, everything
is left to the governor in regard to what is granted as well as

the incentives. She asked if under Section 5, the legislature
could say that the tax credits shouldn't be given to a
particular entity. She al so asked whether the legislature has

any role in this at all.

MR. PERSILY inforned the conmttee that Section 5 deals wth AS
43, which addresses the Departnment of Revenue. Therefore, the
departnent read this legislation as a definite tax credit of 15
percent plus $500 per enployee. However, [Section 2] that deals
with AS 44.33 addresses the Departnment of Community & Econom c
Devel opnent, which nmakes recommendations to the governor. The
Department of Revenue is involved in the tax only.

REPRESENTATI VE KERTTULA related her belief that M. Persily is
correct because there are [two] different sections.

REPRESENTATI VE MURKOWSKI poi nted out that the |egislature has no
authority with this beyond receiving the recomrendations that go
to the governor. The governor nakes the decisions in Section 1.
She interpreted it to mnmean that iif +there are additiona
incentives, then the legislature would advise that these
incentives are avail abl e.
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REPRESENTATI VE KERTTULA echoed Representative Halcro's earlier
point that the |legislature nmay have to enact a law if there were
differing property taxes. The governor wouldn't be able to do
that automatically and thus that |anguage is present.

MR. PERSILY related his interpretation that the governor can't

do what is prohibited by statute. The governor can't grant
exenptions on property taxes and the governor can't change
corporate taxes. M. Persily enphasized that the governor is

very limted in what he/she can do w thout |egislative approval.
M. Persily said that he wasn't aware of any tax laws that could
be changed by the governor al one.

REPRESENTATI VE HAYES infornmed the commttee of his concern with
regard to politicizing this outside of the community making the
deci si on. Representative Hayes felt that it nade sense for the
| egislature to authorize this, but beyond that the legislature
woul d [ not be involved].

Nunber 2776

REPRESENTATI VE GUESS asked Representative Hayes if he agreed
wth M. Persily that the reduction of state permt or user fees
couldn't happen wi thout comng to the |egislature.

REPRESENTATI VE HAYES replied yes. He anticipated the
muni ci palities choosing one of their four choices unless there
is a mjor entity entering the state in which case the
| egi sl ature would be involved. Representative Hayes reiterated
that this is a local control option

REPRESENTATI VE MURKOWBKI said that it couldn't hurt to be nore
definitive in Section 2(d)(2) and clarify that if |egislative
action is necessary, then the legislature would do what is
necessary.

Nunber 2878
REPRESENTATI VE MJRKOABKI noved a conceptual anendnment to clarify
Section 2(2)(d) by specifying that if legislative action is

necessary that would be the purview of the |egislature.

REPRESENTATI VE HAYES said he wouldn't have any objections to
t hat .

There was no objection stated and thus the conceptual anmendnent
was adopt ed.
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There was discussion regarding how this conceptual anendnent
woul d require sone creative witing on the part of the draft.

REPRESENTATI VE HAYES wondered if legislative intent should be
included to add further clarity.

TAPE 01-19, SIDE B

REPRESENTATI VE =~ MURKOWSKI indicated that the sponsor could
provide the commttee with sonme intent |anguage that it could
revi ew.

REPRESENTATI VE HAYES said that he or the conmittee could talk
with the drafter regarding the |anguage [of the conceptual
anendnent]. He deferred to the will of the committee.

CO CHAI R MORGAN announced that HB 36 would be held to the next
schedul ed hearing in order to provide the conmttee with the new
| anguage in a commttee substitute.

REPRESENTATI VE KERTTULA said that she would |like to hear from
the Departnment of Commerce & Econom c Devel opnent because she
didn't see the need for their fiscal note. If there is no case
for that fiscal note, then she announced that she would
recomrend there be a zero fiscal note.

CO- CHAIR MEYER noted his agreenent with Representative Kerttul a.
He commented that HB 36 is a good bill and he hated to see
problens arise due to the fiscal note, which he didn't agree
wi th either.

The commttee took an at-ease from8:58 a.m to 9:01 a.m

HB 18- RENTERS TAX EQUI VALENCY PAYMENT APPROP.

Nunber 2874

CO- CHAIR MEYER announced that the next order of business would
be HOUSE BILL NO 18, "An Act neking an appropriation to the
Department of Community and Econonmic Devel opnent for renters'
tax equi val ency paynents; and providing for an effective date."

Number 2859

PATRI CK FLYNN, Staff to Representative Berkow tz, Alaska State
Legislature, informed the commttee that HB 18 would restart the
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renters' tax equivalency program that would provide a snal

stipend to seniors and disabled veterans who rent homes in
jurisdictions that |evy property taxes. This program cane into
bei ng because the state allowed $150,000 in tax free property
ownership for a senior or disabled veteran's personal honme and
thus the state felt it appropriate to apply the sane concept to
those who don't own their own hone. He rem nded the commttee
that the property tax exenption is a state nmandate that is no
| onger funded by the state, and therefore the cost falls on the

muni ci palities. Unfortunately, the renters' tax equivalency
program was elimnated in the fiscal year 2000 budget. The hope
with this bill is to re-inplement a worthy and norally correct
program

MR, FLYNN addressed how the program would work. The program
woul d be adm nistered by the Departnment of Comrunity & Econom c
Devel opnent (DCED), who woul d receive applications. He stressed
that this program is not need-based but rather self selected
need- based. In other words, people who don't need this npney
typically don't apply for it. M. Flynn explained that the
program i s not need-based because seniors and disabled veterans
find it insulting to have to denonstrate that they have a
sufficiently |l ow incone to qual i fy for t he program
Furthernore, the program serves only about 1,100 people and thus
i npl enenti ng need-based testing would likely cost nore than the
occasi onal abuser of the program

MR. FLYNN expl ained that the senior or disabled veteran who is
50 percent or nore disabled would apply for the program The
credit amount is based on the nunber of applicants and the
funding available and is parsed out on a per capita basis. In
the programis last year, fiscal year 1999, the average stipend
benefiting program participants was $277. He specified that the
$277 stipend went to 993 seniors and 112 di sabl ed veterans.

Nunmber 2681

MR. FLYNN, in response to Co-Chair Meyer, specified that about
1, 100 people benefited fromthis programin the |ast year of its
operation. He infornmed the commttee of the foll ow ng breakdown
of participants per year

1992 - 1,032 participants
1993 - 1,207 participants
1994 - 1,233 participants
1995 - 1,048 participants
1996 - 1,092 participants
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1997 - 1,111 participants
1998 - 1,105 participants

CO CHAIR MEYER noted that there was a zero fiscal note for this
pr ogram However, he asked if this program would require a
person to review the applications.

MR. FLYNN interpreted the zero fiscal note to be because the
departnment is intimately famliar with this program and because
there is no needs test, the departnent nerely has to verify that
the person is 65 years old or older or a disabled veteran with
at least a 50 percent disability.

COCHAIR MEYER agreed that this program would seem to be

relatively easy to admnister. However, HB 36 would require a
position even though there would only be four applications a
year. It was further noted that the fiscal note for HB 18,

which is zero, was prepared by the sane departnent as the noney
fiscal note for HB 36. Therefore, Co-Chair Meyer highlighted
t he i nconsi stency.

Nunmber 2578

CO CHAI R MEYER acknow edged that the senior citizen property tax
exenption program is covered by nunicipalities, while the
program in HB 18 would be covered by the state. Therefore, the
prograns aren't exactly the sane.

MR, FLYNN infornmed the commttee that in the programis nascent
years, the senior citizens' and disabled veterans' property tax
exenption was funded by the state and nunicipalities were
reinbursed for the full anount of that program as part of the
muni ci pal assi stance and revenue sharing program As revenues
to the state declined, one of the decisions nade by the
| egi slature was to fund that program at |ower and |ower |evels
until there was no funding. When both prograns were new, both
were entirely state funded. However, the senior citizens

property tax exenption program continues because there was
soneone to which to pass the [cost], but there was no such
option with the renters' tax program

COCHAIR MEYER inquired as to why the renters' tax program
couldn't be passed to the nmunicipalities.

MR. FLYNN answered that he believes there would be a separation

of powers issue if nunicipalities were told what they had to
spend their noney.
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CO- CHAIR MEYER inquired as to the reason this legislation didn't
pass when it was introduced in the prior |egislature.

MR. FLYNN expl ained that the House Finance Commttee declined to
hear the bill

Nunmber 2466

REPRESENTATI VE SCALZI turned to the $277 per applicant. He
asked if that amount is the anmpbunt in taxes on the individual's
rent within one year.

MR. FLYNN replied, "Yes, essentially.” He explained that this
noney is intended to pay the taxes for the renter so that the
renter would receive the sane benefit as soneone who owns
hi s/ her own hone.

REPRESENTATI VE SCALZI inquired as to what would happen in
Anchorage where there is no sales tax, but there is a property
t ax. He asked if there is a differentiation in the percentage
that is paid.

MR.  FLYNN answered that to his know edge, there is no
differenti al appl i ed from rmunicipality to muni ci pality.
Therefore, each beneficiary of this program would receive the
sanme anount of noney. In further response to Representative
Scal zi, M. Flynn said that it doesn't nmatter that there is a
sal es tax. The <calculation is based on the nunber of
applications and the anmount of noney avail abl e.

Nunber 2341

REPRESENTATI VE SCALZI restated his question as follows: "As far
as the calculation of the tax, that's now being applied to the
renter where there is no sales tax, how is that tax cal cul ated
that we're trying to reinburse. O, is there a tax there?"

REPRESENTATI VE HALCRO explained that there is no tax but rather
there is basically a stipend regardless of the rent or sales
tax. The stipend is based on the nunber applicants divided into
the amount of dollars available for the reinbursenment. This is
basically a subsi dy.

MR. FLYNN agreed with Representative Halcro and noted that this
program is comonly known as the renters' rebate. In further
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response to Representative Scalzi, M. Flynn agreed that this is
how t he program was structured before.

REPRESENTATI VE SCALZI surmsed then that there is no way to
guantify the equival ent of the tax.

VR, FLYNN informed the commttee that it would require
approximately $1.2 million to fully fund this program However,
in the interest of fiscal responsibility, HB 18 includes a nore
nodest proposal of $300, 000.

REPRESENTATI VE HALCRO recalled that the funding level of this
programin its last year, 1998, was $275, 000.

Nunber 2200

MR. FLYNN agreed with Co-Chair Meyer that funding the program at
$300,000 for approximately 1,100 participants would result in
$277 per person. However, he suspected that the participation
for the first year would be a bit |ower since the program hasn't
been in existence for a year. He noted that nunicipalities do
actively solicit applicants from their economcally depressed
seniors and disabled veterans. In further response to Co-Chair
Meyer, M. Flynn reiterated that the program is not need-based
because there is concern that it is insulting to have to
denonstrate the economc need for this program Furthernore, if
this program was need-based, then he suspected there wouldn't be
a zero fiscal note.

CO- CHAIR MEYER renmarked that if the program isn't need-based,
then it is tantamount to giving the senior citizens a permanent
fund di vi dend.

MR.  FLYNN acknow edged that there are probably unscrupul ous
i ndividuals that would take advantage of this program However,
he generally believes in the goodness of hunmanity and that those
that don't need this programwon't apply.

REPRESENTATI VE KERTTULA nentioned that when this legislation
first cane about she [reviewed] the Juneau recipient list for
this program  She knew alnost all the people on that list, al
of whom she consi dered | ower income peopl e.

Number 2095
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REPRESENTATI VE MURKOWBKI inquired as to how a veteran would be
determned to have a 50 percent disability, which would qualify
that veteran for this program

MR. FLYNN pointed out that disabled veterans qualify for the
property tax exenption and this program uses the sanme process.

REPRESENTATI VE MJURKOABKI surm sed then that there nust be sone
paperwork that the disabled veteran nmust file.

MR. FLYNN al so pointed out that [the property tax exenption] is
al so adm nistered by the departnent and thus would |end support
to why this program can be added.

REPRESENTATI VE MJRKOWSKI referred to Representative Witaker's

bill regarding not needing to file [the senior property tax
exenption] on an annual basi s. However, Representati ve
Mur kowski assumed that under HB 18 one would have to file and
establish that the individual is a renter in a particular

nei ghborhood and that the individual is a disabled veteran and a
seni or.

MR. FLYNN specified that a senior is an individual who is 65
years old or ol der

REPRESENTATI VE MJRKOWSKI  expressed her annoyance wth DCED
issuing a fiscal note for HB 36 to handle four applications
while it issues a zero fiscal note for this program

Number 1822

REPRESENTATI VE MJRKOWSKI remarked that this program should be
part of the budget rather than being part of a stand-alone bill.
However, she understood why it has been introduced as such.
Representative Mirkowski nentioned that the $300,000 for this
program doesn't fund the programto the degree at which it would
make a difference, although it would probably nake a difference
to the individuals.

REPRESENTATI VE MURKOWASKI expressed her concern that the senior

portion is not need-based. However, she didn't believe that
there would be the abuse with this program that would occur with
ot her exenption prograns. She didn't foresee extensive abuse
with this program that is going to offer $277. Still, she

expressed concern that it would cost as nmuch to set up the
programas it will to provide the exenption.
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REPRESENTATI VE HALCRO agreed wth Representative Mirkowski . He
related his belief that this is part of a larger question. For
instance, the legislature can't go nuch |onger wthout facing
the [ability to fund] the senior citizens' property tax
exenption. He related the projection that in the year 2006, the
senior citizens' property tax exenption wll cost Al askan
communi ties over $50 million. These communities have to absorb
that cost because the legislature won't fund the program or nake
it a local option. He didn't believe that Al askan comrunities
could carry the burden much |longer without help from the state.
Representative Halcro noted his support of HB 18.

Nunmber 1608

REPRESENTATI VE GUESS noted her agreenent with the previous two
speakers. She then turned to the abuse of the program and
agreed with M. Flynn that having a need test is not worth it
when conpared to the cost of the program

CO CHAIR MEYER agreed that there will be some abuse. However
he agreed with the intent of the |egislation. Co- Chair Meyer
expressed his concern that the fiscal note isn't accurate
because reviewing 1,200 people and verifying the age and
disability of t he parti ci pant wil | cost sone noney.
Furthernore, the $300,000 that breaks down to $277 per
i ndi vidual isn't nmuch, although it is better than nothing.

REPRESENTATI VE KERTTULA recalled that when this cut happened
many peopl e contacted her because that small anmount of noney did
make a difference in people' s |ives. Therefore, she felt this
program is a small step towards rebuilding sonething that was
| ost.

Nunber 1441

REPRESENTATI VE HALCRO noved to report HB 18 out of comittee
with individual recomendations and the acconpanying fiscal
not e. There being no objection, HB 18 was reported from the
House Community and Regi onal Affairs Standing Conmttee.

ADJ QURNVENT
There being no further business before the commttee, the House

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 9:29 a.m
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