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HOUSE BI LL NO. 389

"An Act changing the date of repeal of a provision authorizing
an exenption from and deferral of nmunicipal property taxes on
certain types of deteriorated property; and providing for an
effective date.”

- MOVED CSHB 389( CRA) OUT OF COMM TTEE

HOUSE CONCURRENT RESOLUTI ON NO. 27

Relating to wurging the Local Boundary Conm ssion to adopt
standards and procedures to enable the comm ssion to return a
petition for a |local boundary change to the petitioner when the
conmi ssion determnes the petition is substantively deficient or
in need of substantial amendnment or suppl enentation.

- MOVED HCR 27 OQUT OF COW TTEE
PREVI QUS ACTI ON
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SPONSOR( S) :  REPRESENTATI VE( S) KOHRI NG

HOUSE CRA COW TTEE -1- February 26, 2002



Jrn-Date Jrn- Page Action

02/ 06/ 02 2165 (H READ THE FI RST TIME -
REFERRALS

02/ 06/ 02 2165 (H CRA

02/ 19/ 02 2329 (H COSPONSOR( S) :  DYSON

02/ 26/ 02 (H CRA AT 8:00 AM CAPI TOL 124

Bl LL: HCR 27

SHORT TI TLE: LOCAL BOUNDARY COWM SSI ON PRCCEDURES
SPONSCR(S): COMUNI TY & REG ONAL AFFAI RS

Jrn-Date Jrn- Page Action

02/ 22/ 02 2365 (H READ THE FI RST TI ME -
REFERRALS

02/ 22/ 02 2365 (H CRA

02/ 26/ 02 (H CRA AT 8:00 AM CAPI TOL 124

W TNESS REG STER

REPRESENTATI VE VI C KOHRI NG

Al aska State Legislature

Capi tol Building, Room 24

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified as the sponsor of HB 389.

MARK MARLOW Busi nessman

(No address provi ded)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HB 389.

DAN BOCKHORST, Staff

Local Boundary Commi ssion

Department of Comrunity & Econom c Devel opnent

550 West Seventh Avenue, Suite 1770

Anchor age, Al aska 99501- 3510

POSI TI ON STATEMENT:  Answer ed questions regardi ng HCR 27.

ABI GAI L FULLER

PO Box 2845

Honmer, Al aska 99603

POSI TI ON STATEMENT: Testified that [HCR 27] is a good idea, but
of fered sone suggesti ons.

PETE ROBERTS

P O Box 1134

Honmer, Al aska 99603

POSI TI ON STATEMENT: Revi ewed hi s suggestions for HCR 27.
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DORI' S CABANA

Al askans Opposed to Annexati on

PO Box 607

Honer, Al aska 99603

POSI TI ON STATEMENT:  Supported returning [problen] petitions.

VI JERREL, Ph.D.

Al askans QOpposed to Annexati on

PO Box 938

Honer, Al aska 99603

POSI TI ON STATEMENT: Testified in support of HCR 27.

ACTI ON NARRATI VE

TAPE 02-9, SIDE A
Number 0001

COCHAIR KEVIN MEYER called the House Comunity and Regional
Affairs Standing Conmttee neeting to order at 8:07 a.m
Representatives Mrgan, Myer, Halcro, and Scal zi were present
at the call to order. Represent ati ves Murkowski, Guess, and
Kerttula arrived as the neeting was in progress. [ The m nutes
for the overview can be found under the 9:20 a.m mnutes for
t he sane date.]

HB 389- MUNI TAX EXEMPTI ON: DETERI ORATED PROPERTY

CO CHAI R MEYER announced that the first order of business would
be HOUSE BILL NO 389, "An Act changing the date of repeal of a
provision authorizing an exenption from and deferral of
muni ci pal property taxes on <certain types of deteriorated
property; and providing for an effective date.™

Nunber 0110

REPRESENTATI VE VIC KOHRI NG Al aska State Legislature, testified
as the sponsor of HB 389. He noted that HB 389 is a reiteration
of legislation passed in 1998. That 1998 | egislation authorized
municipalities to provide for tax exenptions wth the
understanding that the exenptions would enable developers to
renovate deteriorated properties. One such property is the
McKay Buil ding, which pronpted the 1998 | egislation. The 1998
| egislation will expire in July 2002. Therefore, HB 389 would
extend the expiration date to 2005. Representati ve Kohring
pointed out that this legislation applies to any deteriorated
property, wthin a mnunicipality, that could potentially be
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renovat ed. He noted that HB 389 could apply to the Knik Arm
Power Pl ant.

Nunber 0322

MARK MARLOW Busi nessnman, requested the commttee's support for
HB 389. He commented that he wasn't exactly sure why there was
a sunset provision in the original legislation. He inforned the
commttee that although a | aw would receive nore use in an ol der
part of the country, there were many things built during Wrld

War |1 that could possibly be renovat ed. M. Marlow conmented
that there are a few [buildings], such as the Knik Arm Power
Plant, for which he would |ike to be able to wuse this
| egi sl ati on. He explained that [he is] putting together a

project with the Knik Arm Power Plant in response to an RFP from
the U S. Arny who is seeking power for Fort Richardson.

Nunmber 0581

REPRESENTATI VE KERTTULA inquired as to whether the sunset date
shoul d be elimnated entirely.

MR. MARLOW i ndi cat ed his agreenent.
REPRESENTATI VE KOHRI NG said that woul d be the best scenari o.
Number 0619

REPRESENTATIVE HALCRO recalled that three years ago this
| egislation was HB [76], which he sponsored. Oiginally, [HB
76] didn't have a sunset date. However, [HB 76] was anended by
Senator Halford on the Senate fl oor. Representative Halcro
recall ed that Senator Halford said that he was concerned because
in some communities the |largest and ol dest dil api dated buil di ngs
were owned by wealthy people. Therefore, Senator Halford
expressed the need to maintain a check and balance, a sunset
date, in order to avoid abuse. Representative Halcro pointed
out that the original bill clearly provided authority to the
| ocal governnent and would have to nove through a very public
process. Therefore, he felt that any abuse woul d be spotted.

CO-CHAIR MEYER comrented that the [Anchorage] assenbly does
review these [projects] thoroughly, and there is nuch public
scrutiny.

MR. MARLOW explained that the |ocal assenbly would have to, by
ordi nance, designate an area that a dilapidated structure is
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within as a deteriorated area. That would have to happen first.
After that step, the developer could request an exenption,
referral, or blend of the two. Therefore, there are safeguards
built into the legislation so as to prevent possible abuses.

REPRESENTATI VE KERTTULA said that she would leave it to the
sponsor as to whether he wanted to anend the bill. She
mentioned the possibility that the sponsor may want to discuss
the anmendnent with Senator Hal ford before seeking its adoption.

REPRESENTATI VE KOHRI NG recommended anending HB 389 by deleting
the sunset date entirely.

Nunmber 0876

REPRESENTATI VE HALCRO noved that the commttee adopt the
fol |l ow ng amendnent :

Page 1, line 6,
Delete the entire sentence.

There bei ng no objection, the amendnent was adopt ed.
Nunmber 0962

REPRESENTATI VE SCALZI noved to report HB 389 [as anended] out of
commttee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSHB 389(CRA) was
reported from the House Community and Regional Affairs Standing
Conmittee.

REPRESENTATI VE KERTTULA said that although the drafter wll
probably understand, she clarified: "It will show the |anguage
in the statute being deleted, we're not actually deleting that
line."

The commttee took a brief at-ease from8:23 a.m to 8:24 a.m

HCR 27- LOCAL BOUNDARY COWM SSI ON PROCEDURES

CO CHAI R MORGAN announced that the next order of business would
be HOUSE CONCURRENT RESCLUTION NO 27, Relating to urging the
Local Boundary Comm ssion to adopt standards and procedures to
enable the conm ssion to return a petition for a |ocal boundary
change to the petitioner when the comm ssion determnes the
petition is substantively deficient or in need of substantial
anmendnent or suppl enentati on.
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[ There was an unnecessary notion to place HCR 27 before the
commttee.]

Number 1181

REPRESENTATI VE SCALZI noted that HCR 27 is the result of the
contentious Homer annexation. Representative Scalzi inforned
the commttee that sonetines a community, to appease a few
people, will submt petitions that are too small. There have
been instances in which the Local Boundary Conm ssion (LBC) has
rejected those small petitions because the planning is for five
or ten years. Therefore, in order to expedite the process HCR
27 will allowthe LBCto return a petition early in the process.

REPRESENTATI VE MJURKOWEKI turned to the current situation and
inquired as to what the comm ssion does when it receives a
petition that is "out of scope.”

Nunmber 1358

DAN BOCKHORST, Staff, Local Boundary Comm ssion; Departnent of
Community & Econom c Devel opnent (DCED), explained that under
the current process DCED is responsible for making a
determnation as to whether a petition has all the technical
matters in order regardless of the nerit of the facts or policy.
If a petition is accepted for filing, the LBC noves through the
entire process, which can take a year or nore. Al t hough it
isn't a conmmon occurrence that petitions are "out of whack” in
terns of the standards, there have been sonme such instances.
For exanple, there or four years ago there was a proposal to
carve up the Fairbanks North Star Borough and extend it.
Al though that petition clearly didn't neet the standards, no
provision existed to allow denial of the petition w thout noving
through the entire process. Therefore, in that case the LBC
went through the entire process and was ultimately denied. This
resolution, HCR 27, encourages the LBC to develop a circuit
breaker that would allow the LBC to make a summary judgnent on
petitions that fail to neet a [specified] threshold of standards
to conformto the | ocal governnment principles established in the
constitution.

REPRESENTATI VE MJURKOWSKI rel ated her understanding then that the

only way the LBC can deny a petition from the outset is if the
petition has a technical deficiency.
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MR. BOCKHORST answered yes, and noted that the LBC has rejected
petitions that haven't conformed to the technical requirenents
of |aw.

Number 1514

REPRESENTATI VE KERTTULA inquired as to what M. Bockhorst
envi sioned; she asked whether he envisioned a prelimnary
heari ng.

MR. BOCKHORST answered that there are many options available to
the conm ssion, one of which would be analogous to a summary
judgnment proceeding in a court in which a notice of filing is
given. In a summry judgnment proceeding citizens are invited to
comment [and there would be] a quick hearing on the concerns
raised with the petition.

REPRESENTATI VE SCALZI turned to HIR 18, which limts petitions
to no nore than 10 percent of the current area or popul ation. He
explained that HIR 18 was put forth for discussion. Wen M.
Bockhorst was asked whether he felt HIR 18 was beneficial,
Representative Scal zi recalled that M. Bockhorst said that the
LBC does a good job and nakes sound and reasonabl e deci sions.
Furthernore, both those in support of and in opposition to the
Honer annexation [agreed] that [the 4.5 square mles] was
r easonabl e.

REPRESENTATI VE  KERTTULA asked if regul ations are being
promul gat ed now.

MR. BOCKHORST replied that the LBC did adopt regulations in July

2001. Those regulations, currently being reviewed by the
Department of Law, include some innovative provisions that deal
with some of the controversial aspects of annexation. [ These

regul ations] would require local governnments to conduct | ocal
public hearings on proposals before being filed wth the
depart nent .

Number 1781

ABIl GAIL FULLER, testifying via teleconference, said that she
believes [HCR 27] is a good idea. The LBC does need to be able
to return petitions that have major problens. She recommended
that the LBC should also be able to return a petition if the
proposal is too controversial. Al though all controversy can't
be elimnated, there is often things a nunicipality can do to
reduce the |evel of controversy. For exanple, in the Homer
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annexation the city was repeatedly asked to pull the petition
and start over, which would ve nade a difference. She said that
when the city wasn't willing to pull the petition, the LBC
shoul d've instructed the city to do so.

Nunber 1828

PETE ROBERTS testified via teleconference. He related his
belief that the process is quite flawed. He recommended revi ew
of the follow ng. First, the choice of the annexation method
should be left to the LBC, possibly after a short hearing by the
LBC comm ssioners. Ther ef or e, much controversy would be
elimnated from these annexations because the city couldn't
start a hostile annexation as was the case in Honmer. Second, is

the issue of due process. He referred to the Alaska State
Constitution, Article I, Section 7, which addresses due process
in executive branch procedures. The process of the LBC wasn't
anything |ike due process. For exanple, both parties didn't
have access to the sane nunber of filings. Third, the public
hearing at the end doesn't serve any purpose nore than to
further inflame the situation. Therefore, he suggested having
this public hearing prior to the prelimnary report being
conpl et ed. In such a case, consideration could be given to
public comrent. M. Roberts urged the conmttee to consider his

t hree suggesti ons.

MR. ROBERTS, in response to Representative Scalzi's comments
regarding the hearing suggestion, clarified that he was
suggesting that the final hearing should happen prior to the
prelimnary report. Therefore, the hearing would be part of the
process when the comments would matter and thus there would be
tinme to reflect upon the comrents.

Nunmber 2083

DORIS CABANA, Al askans Opposed to Annexation, testified via
t el econf erence. Al t hough M. Cabana supported returning the
petitions as suggested in [HCR 27], she suggested that the LBC
obtain public input before the changes are put into place. MVs.
Cabana remarked that those inpacted by [petitions] should be

allowed to vote, even when [the petition] is returned. She
pointed out that the U S. Constitution cones before any other
| aw. She related her belief that |Ilegislative review [of

annexations] has robbed <citizens of the right to vote

Therefore, the |laws need to be cleaned up and there needs to be
nore public input. Ms. Cabana reviewed what she viewed as
inproprieties with the Honer annexation process, such as the
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limted tine [to testify]. She commented on the nunber of
menbers on the LBC that are from Anchorage.

Nunber 2197

DR. VI JERREL, Ph.D., Al askans Opposed to Annexation, thanked
Representative Mdrgan for his "yes" vote on HIR 39. Dr. Jerrel,
Ph.D., noted her support of HCR 27, which is a small change in
the LBC regul ations. She expressed the need to throw out the
LBC s regul ati ons. She enphasized that the state cannot nake
any |laws above the U S. Constitution, which is the suprene |aw
of the land. It's unconstitutional to rob people of their right
to vote, she said. Furthernore, the people in the proposed annex
area should be allowed to vote. Dr. Jerrel, Ph.D., informed the
commttee that Robert Erwin, Attorney, Alaskans Qpposed to
Annexation, has noted [in his filings] the wunlawful and
unconstitutional reasons why the Homer annexation should have
not been approved. She urged those nenbers that voted [agai nst
noving HIR 39 from commttee] to review the constitution. She
al so urged the commttee to review HIR 39 again.

REPRESENTATI VE SCALZI announced that if there had been any way
he coul d've recused hinself he would have. Therefore, he said
that he would vote with the nmajority of the commttee.

Nunber 2413

REPRESENTATI VE SCALZI returned to the testinony that the LBC
should be left to determne whether the annexation is
appropriate rather than the city.

MR. BOCKHORST explained that under current |aw, a city
government is permtted to file any petition it w shes, given
t he standards. The LBC nust consider any |ocal governnent
boundary change requested by a nunicipal governnent. Thi s
resol uti on encourages the LBC to establish a mechani sm by which
it returns petitions that don't neet the standards, which he saw
as addressing the issue. In further response to Representative
Scal zi, M. Bockhorst stated that controversial is a subjective
termthat would be difficult to neasure. He said he feels that
the LBC was <created was to examine proposals that are
controversial at the local level, examne them with a statew de
perspective, and render judgnents based on the standards that
exist in the |aw.

REPRESENTATI VE SCALZI used the Honer annexation as an exanple.
He related his belief that the Gty of Kachemak shoul d' ve been
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nore a part of the dialogue. However, he felt that dialogue
didn't occur because it would ve been very controversial. He
asked M. Bockhorst if he viewed it as a controversial standard.

MVR. BOCKHORST answered, "I certainly think it wuld be
controversial."” He related his belief that the Honmer annexation
didn't include the Gty of Kachemak partly because of
controversies, and partly because the city maintains that it's
paying its own way in local costs. M. Bockhorst said,
"Certainly, the question exists as to whether or not the
constitutional principles are served of having mninmum nunbers
of local governnent units when you have two city governments
exi sting side-by-side and the bigger city government essentially
serving and providing services to the citizens of the smaller
| ocal governnent." He pointed out that this issue wll be
raised when this conmttee hears HB 296, which deals wth
nmergers and consol i dations.

Number 2600

REPRESENTATI VE SCALZI recal | ed di al ogue r egar di ng t he
gquestioning by the LBC versus the Ilegislature, during the

heari ng process. He noted that there has been nuch discussion
regarding the |ack of dialogue the LBC gave in reference to the
public [testinobny]. He indicated the need for the appearance of

the dialogue to be nmde better and thus he asked if [M.
Bockhorst] had any suggesti ons.

MR, BOCKHORST turned to Ms. Cabana's testinony that she was told
she couldn't speak at one of the LBC neetings. He expl ai ned
that the matter wasn't on the agenda and thus [the matter] can't
be [discussed]. He pointed out that the LBC has prohibitions
against dealing with a nmatter that isn't on the agenda, and it
also has prohibitions against ex parte contact. However,
| egislators are able to receive individuals to discuss these
i ssues at any tine. M. Bockhorst related his belief that the
record on the Honer annexation was extensive and was revi ewed by
the LBC. In regard to comments that the LBC was reading from a
prepared script during the decisional del i berati ons, M.
Bockhorst refuted those coments and explained that the LBC had
before it a workbook in which the departnment had |isted all of
the standards with spots for the conmm ssion nenbers to nake
notes during the hearing. M. Bockhorst related his belief that
the commi ssion nenbers do put forth a trenendous out of tine and
effort in their deliberations.
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REPRESENTATI VE SCALZI turned to the issue of the makeup of the
LBC and the charge that the LBC is made up of nobre urban
officials than rural officials, and requested that M. Bockhorst
speak to that assertion.

MR. BOCKHORST explained that by statute, the LBC consists of
five nmenbers, one nenber is appointed from each judicial
district of the state. Therefore, there is geographic
representation on the LBC There is also a nenber that is
appointed from the state at | arge. The current conposition of
the LBC is such that the nenber fromthe Third Judicial District
and the Chairman, who is appointed fromthe state at |large, are

both from Anchorage. This conposition hasn't always been the
case. He pointed out that there have been cases in which the
LBC has consisted of no nenbers from Anchorage. In further
response to Representative Scalzi, M. Bockhorst pointed out

that statutes require that appointed nenbers have know edge in
the field. He related his belief that the nenbers of the LBC
are highly qualified and experienced. Al t hough he understood
the concern of overrepresentation of Anchorage, M. Bockhorst
didn't believe that such a conposition was a poor reflection on
the LBC s work.

Nunmber 2845

REPRESENTATI VE SCALZI noved on to the issue of l|local officials
bei ng recused fromthe issue.

MR. BOCKHORST said that this was the first tinme, in his 22 years
serving the LBC, he has ever heard the issue of recusing |ocal

of ficials. M. Bockhorst related his belief that it is
particularly inportant for |ocal representatives to weigh in on
the issue. Therefore, he didn't feel that recusing a | ocal

of ficial was appropriate.

CO CHAIR MORGAN announced that the public testinony would be
cl osed.

TAPE 02-9, SIDE B

REPRESENTATI VE MURKOWEKI related her belief that [HCR 27] is a
good first step in allowing the LBC to address [inadequate
petitions] early on. She said she feels this would be good for
the public as well as the LBC

Nunber 2919
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REPRESENTATI VE KERTTULA returned to the issue of a controversi al
[petition] and related her belief that [HCR 27] is intended to
address controversy when there is a substantive |egal problem
not when the [petition] is nerely controversial. Furt her nore,
Representative Kerttula said she feels it would ve been wong
for Representative Scalzi to recuse hinself.

REPRESENTATI VE HALCRO expressed his hope that those who have
testified on the Honer annexation realize that they have hel ped
make the LBC process better.

Nunber 2828

REPRESENTATI VE MURKOWSKI noved to report HCR 27 out of commttee
with individual recommendations and the acconpanying zero
fiscal note. There being no objection, HCR 27 was reported from
t he House Community and Regi onal Affairs Standing Conmittee.

ADJ OQURNMVENT

There House Community and Regional Affairs Standing Committee
neeting took an at-ease at 9:03 a.m in order to hear an
overview from the Departnent of Commerce and Economc
Devel opnent regarding the Al aska Economc Information System
[ The minutes for the overview can be found under the 9:20 a.m
m nutes for the sane date.]
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