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TAPE 02-24, SIDE A
Number 0001

COCHAIR KEVIN MEYER called the House Comunity and Regional
Affairs Standing Comrittee neeting to order at 8:06 a.m
Represent ati ves Mrgan, Myer, Scalzi, and Kerttula were present
at the call to order. Representatives Halcro and Mirkowski
arrived as the neeting was in progress.

HB 500- ADVANCE ACQUI SI TI ON OF REAL PROPERTY

CO CHAI R MEYER announced that the first order of business would
be HOUSE BILL NO 500, "An Act relating to the advance
acquisition of real property for public purposes.™

Number 0097

M KE KRIEBER, Staff to Representative Vic Kohring, House
Transportation Standing Conmittee, Alaska State Legislature,
noted that he net with Representative Kerttula and discussed the
i ssues brought up at the last House Comunity and Regional
Affairs Standing Conmittee hearing. Utimately, Version F was
devel oped. The comm ttee packet should include a summary of the
changes incorporated in Version F. Although there are nmany new
sections in Version F, nmany of them are redundant.

MR. KRIEBER pointed out that Section 2 had referred to a tine
period not greater than five years for advanced acquisition.
That was changed in Version F to refer to advanced acquisition

"that will occur in the future." Version F added Sections 5, 7,
9, 11, and 13, which are essentially identical. These new
sections address the fairness issue. In other words, if a

public entity that acquired a property through em nent domain
doesn't use the property for the stated purpose within 20 years,
the property owner from which the state acquired the property
woul d have the first right to purchase the property for the sane
price it was acquired through em nent domain. Therefore, it
prevents public sector specul ation.

Number 0390

CO- CHAIR MEYER posed a situation in which the state, through
em nent domai n, pays $500 per acre for |and. However, 20 years
from the acquisition the state realizes it doesn't need the
| and. Co- Chair Meyer understood that then the land would be
returned to the owner for the sanme price at which it was
acquired. Therefore, he questioned whether returning that |and
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back at the price of acquisition would be fair to the state or
public entity.

MR. KRIEBER explained that if the land [was] acquired through
em nent domamin, then the property owner would still have
i nt erest in the property through the followng years.
Therefore, the property owner would have the value of the
property later and thus the benefit of the [possible increase]
in the price of the land should accrue to the property owner
rather than the state. However, allowng the state the ability
to purchase land and sell it later seens in opposition to the
"Fai rness Doctrine."

CO- CHAIR MEYER renarked that it is probably a good nethod of
acquiring land, especially in order to avoid speculation
pur chases.

Nunmber 0568

REPRESENTATI VE MURKOWASKI poi nted out that Sections 3 and 4 refer
to "reasonably foreseeable future use", but that |anguage isn't
mai ntained in Sections 6, 8, and 12. She inquired as to why the
| anguage in Sections 6, 8, and 12 don't conform to Sections 3
and 4.

MR. KRIEBER said that was an oversight and thus announced that
he would be anenable to changing the Ianguage [to be
consi stent].

Nunmber 0726

REPRESENTATI VE MJRKOWSKI noved that the conmttee adopt CSHB
500, Version 22-LS0610\F, Uternohle, 4/22/02, as the working
docunent . There being no objection, Version F was before the
committee.

REPRESENTATI VE MJRKOWSKI noved that the commttee adopt the
foll owi ng conceptual Anmendnment 1:

Page 4, |ine 24;
Page 5, line 19;
Page 6, line 12;

Page 6, line 31;
Before "future",
I nsert "reasonably foreseeable”

There being no objection, Arendnent 1 was adopt ed.
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Number 0891

COCHAIR MORGAN referred to page 4, line 10, which specifies
"The corporation shall offer the land to the person, or the
person's successor in interest, from whom the |land was acquired
at the sane price that the corporation paid the person when the
| and was acquired.” Therefore, could the siblings of an owner
who had died purchase the acquired land for the sanme price as it
was sol d.

MR. KRIEBER replied yes. In further response to Co-Chair
Morgan, M. Krieber clarified that the provision provides a one-
time opportunity when the [state] decides to sell it back to the

person who owns the property or who would have owned the
property once the owner is deceased. He further clarified that
the property would be [sold to the owner or the owner's heirs]
at the original value.

REPRESENTATI VE KERTTULA remarked that M. Krieber has went far
in attenpting to make this section of HB 500 fair. She pointed
out that the right to hold property and property rights are
really fundanmental constitutional rights. She expressed her
desire not to allow any corporation to land speculate, in
particular against the individual property hol der. She
enphasi zed that the 20-year |imt is a long tinme during which
people will have died, and therefore the first right of refusa
to the individual [is inportant].

Number 1132

REPRESENTATI VE SCALZI commented that in a situation in which an
i ndi vidual had the first right of refusal after 20 years, the
speculator would remain in a good position because the
specul ator would purchase the land at the price for which he
sold it for 20 years prior.

REPRESENTATI VE KERTTULA highlighted that this [provision] would
only be used in cases of emnent domain when the governnent
takes the land. Although the |and may have been owned by a | and

speculator, it was still their I|and. She suggested that this
will inpact those with rights-of-way and such. In further
response to Representative Scal zi, Representative Kerttula
acknowl edged that a speculator could purchase land subject to
em nent domain, which can happen now. Once soneone owns the
| and, that individual has property rights. This provision of

selling the | and back to the owner only cones into effect if the
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state doesn't use the land after 20 years. She rem nded the

committee that this is all in reference to advanced acqui sition.
Representative Kerttula echoed earlier testinony that only those
with the original interest in the l|land are protected. She

related her belief that it would probably be wunlikely that
soneone would save their noney to purchase the |land back from
the state.

Nunber 1351

DANA OLSON testified via tel econference. Ms. O son expressed
concern with public utilities and corporations having the right

to em nent donain. She didn't believe [public utilities and
corporations] have a legal authority [to utilize emnent
domai n] . Wth regard to the 20-year limtation and the

"foreseeabl e future" |anguage, Ms. O son characterized it as too
broad. She pointed out that under the "Federal A d H ghway Act”
[the state] can't take nore property than is necessary, which
neans that [the state] would have to denonstrate that the
property wasn't taken unnecessarily. Since many of the state's
projects are federally funded, M. dson didn't believe this
bill would work with the federal provision. Furthernore, this
bill fails to consider mneral entry;, that is mneral entries
could be acquired for public purposes. She pointed out that the
14t h Anendnent of the U S. Constitution prohibits the governnent
from rationalizing what property is, which is what this bill
seens to be doing.

MR, OLSON returned to the "foreseeable future" |anguage that she
believes is too broad. She suggested that a regional
transportation plan nust be in place before any acquisition
occurs. She clarified that the burden to show a conpelling need
to condemm or acquire property falls on the governnent. She
didn't believe the burden [would be net] under the "foreseeable
future" | anguage.

Nunmber 1619

MR. KRIEBER pointed out that currently no entities have the
authority for advanced acquisition of right-of-way. Property
can be acquired through a federal funding process. He
enphasi zed that public utilities and corporations already have
state authority for emnent domain. This bill nerely addresses
advanced acqui sition. In regard the charge of the "foreseeable

future" |anguage being too broad, M. Krieber pointed out that
Section 3 specifies the prerequisites for taking property. The
new prerequisite, paragraph (4), specifies that the reasonably
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foreseeable use be identified in a devel opnent plan. A judge
woul d make the decision as to whether the regional
transportation plan net the criteria.

Number 1774

REPRESENTATI VE SCALZI noved to report CSHB 500, Version 22-
LSO610\F, Uternohle, 4/22/02, as amended out of committee wth
i ndi vidual recomendations and the acconpanying fiscal notes.
There being no objection, CSHB 500(CRA) was reported from the
House Community and Regi onal Affairs Standing Conmttee.

HB 518- MUNI Cl PAL ORGANI ZATI ON GRANTS

CO CHAI R MEYER announced that the next order of business would
be HOUSE BILL NO 518, "An Act relating to organization grants
for mergers, consolidations, or wunifications involving third
cl ass boroughs."

CO CHAI R MEYER turned the gavel over to Co-Chair Mrgan.
Number 1843

BILL LAWRENCE, Staff to Representative Mrgan, House Comunity
and Regi onal Affairs St andi ng Committee, Al aska State
Legi sl ature, explained that HB 518 anends AS 29.05.190 which
currently prohibits an organizational grant being given to a
bor ough incorporated by consolidation or a unified nunicipality
that occupies the area fornerly occupied by a borough. Thi s
bill provides for a $200,000 organizational grant for a nerger
or consolidation.

REPRESENTATI VE SCALZI inquired as to the inpetus for HB 518.
Nunber 1937

ROBERT VENABLES, City of Haines, explained that HB 518 intends
to assist with organizational grants from third class boroughs,
which were originally prohibited [from obtaining these grants].
That was viewed as an oversight. This legislation attenpts to
renmedy that oversight at a reduced |evel. Therefore, HB 518
allows organizational grants of $200,000 ([to third class
boroughs] rather than the $600,000 grants that are currently
al l oned for boroughs that qualify.

REPRESENTATI VE SCALZI related his understanding that currently
the statute provides grants for all other classes [of boroughs]
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that nerge or nove from second class to first class except for
third class boroughs.

MR.  VENABLES replied, "Not necessarily." He explained his
understanding that the nore sophisticated boroughs have already
evol ved the systens of governnent such that this level of state
assi stance isn't necessary. Certain criteria nmust be net in
order to receive organizational grants, which are intended to
create sound |ocal governnental units. He specified that the
unorgani zed areas and third class boroughs are those that [don't
have sound |ocal governmental wunits]. In further response to
Representative Scalzi, M. Venables pointed out that Haines is
the only third class borough in existence.

Nunber 2049

REPRESENTATI VE MJURKOWSKI asked if organizational grants are
al ready available at sone level and HB 518 is nerely expanding
this to third class boroughs. O, would third class boroughs,
specifically Haines, be the only borough that could avail itself
of these organizational grants.

MR. VENABLES clarified that the grants available in AS 29.05.190
allow for three years of assistance, totaling $600,000, to new

bor oughs. House Bill 518 is currently ained at third class
boroughs and has a reduced |evel of assistance because third
class boroughs do have some level of functionality. M.

Venabl es said, "There is a level of assistance that we'd like to
work out in order to allow governnental units to go to a hone
rul e governnent froma third class borough.™

REPRESENTATI VE MJRKOWSKI surm sed then that [HB 518] provides
for a $400,000 grant rather than a $200, 000 grant.

MR. VENABLES replied yes.

REPRESENTATI VE KERTTULA asked if the reason [Haines, a third
class borough] wasn't able to get the $600,000 when it becane a
borough was because it wasn't the type of borough that could
utilize the grant.

VR. VENABLES explained that third class boroughs were
established as a conpromise in order to [address] school
funding. He informed the conmttee that the Haines community is
| ooking to consolidate and obtain assistance in allow ng that
consol i dati on. In further response to Representative Kerttul a
M. Venables reiterated that the $600,000 is available to new
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boroughs that have wunified wunder certain criteria. [ The
$600, 000 grant] wouldn't apply to consolidated boroughs, which
per statute, refers to first or second class boroughs. Third
cl ass boroughs are abolished. Therefore, the desire is to find
a place in statute for third class boroughs to be consolidated
with a |l evel of assistance that allows it to properly function.

REPRESENTATI VE KERTTULA directed attention to Section 2 of HB
518, which refers to a third class borough. She asked if the
third class borough was previously in existence and thus doesn't
real ly exi st now.

MR. VENABLES reiterated that there is only one third class
borough, Haines, in existence now. However, there is pending
| egi sl ation that may enable third class boroughs to form

Nunmber 2269

REPRESENTATI VE SCALZI noted his belief that it's in the best
interest of the state to have incentives for boroughs to form
and consol i date. However, he inquired as to how the $200,000 a
year was determ ned.

MR. VENABLES informed the commttee of the situation in Haines.
Hai nes, a small community with a population of 2,400, has two
| egi sl ative bodies, tw myors, two planning comm ssions,
separate conprehensive [health] plans, two |legal systens, two
financial systenms, two personnel systens, and two very different

conputer systens. Therefore, the intent is to bring in
expertise to nerge these two different [governnments] while [both
are] functioning. Marco Pignal beri, Gty Manager of Haines,

recomrended that $200,000 would be necessary to nmerge the two
syst ens.

REPRESENTATI VE  SCALZI expressed the need to justify the
$200, 000.

Nunmber 2356

REPRESENTATI VE MURKOWBKI posed a situation in which a [third
cl ass borough] woul d obtain $200,000 in Decenber and then in the

followi ng nonth, January, could obtain another $200, 000. She
said that $400,000 would seem to be a large, per haps
unjustifiable, incentive. Al t hough she agreed with the notion

of encouraging consolidation and wunification, $400,000 seens
like a large incentive in the current fiscal climate.
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MR. VENABLES said that he would be happy to supply information
regardi ng how the $200,000 figure was chosen. In regard to the
timng of receiving the grant, M. Venables inforned the
commttee that the vote for consolidation won't occur until June
25th  and wll be certified after the new fiscal \year.
Ther ef or e, Representative Mrkowski's concern wouldn't be
realized in this case.

Nunber 2467

REPRESENTATI VE KERTTULA inquired as to how nuch Honmer had to
spend on its recent [annexation].

REPRESENTATI VE SCALZI said he didn't know, although he estimated
that it cost about $150,000 for the prelimnary portion [of the
annexation] . He projected that the transition period wll be
quite a bit nore. Conparing Haines to Honmer is |ike conparing
appl es and oranges, he said.

REPRESENTATI VE SCALZI reiterated his support of consolidations.
Representative Scal zi said that he didn't m nd noving HB 518 out
of commttee, but he recomended that the justification for the
$200, 000 be forward to the House Finance Conmittee.

Nunber 2547

REPRESENTATI VE MURKOWSKI nobved to report HB 518 out of commttee
with individual recomendations and the acconpanying fiscal
not e. There being no objection, HB 518 was reported from the
House Community and Regi onal Affairs Standing Conmttee.

The commttee took an at-ease from8:45 a.m to 8:49 a.m

HB 521- MUNI Cl PAL | MPROVEMENT AREAS

CO- CHAI R MEYER announced that the next order of business would
be HOUSE BILL NO 521, "An Act relating to nunicipal inprovenent
areas.”

Nunber 2592

REPRESENTATI VE MJRKOABKI , Al aska State Legislature, testified as
chair of the House Labor and Commerce Standing Commttee, the
sponsor of HB 521. She stated that HB 521 is essentially a
follow up of legislation from|ast year dealing wth the use of
tax increment financing. Essentially, HB 521 clarifies that tax
increnent financing (TIF) can be used wth either general
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obligation (GO bonds or revenue bonds, or a conbination of
both. Currently, the statute is silent in regard to what can be
used for TIF. This legislation also allows TIF to be used for
private and public projects in order to provide greater
flexibility to the municipalities that want to utilize these
I nprovenent areas. Furthernore, the definition of inprovenent
area has been broadened to go just beyond the definition of
blighted area. For exanple, Anchorage 1is discussing the
devel opment of town centers throughout the comunity. The
current definition of i npr ovenent area would pose sone
restrictions. Representative Mirkowski concluded by saying that
HB 521 uses TIF in order to enhance urban renewal and encourage
property inprovenent.

REPRESENTATI VE SCALZI inquired as to the difference between this
and the current structure for local inprovenent districts (LID).

Nunber 2792

STEVE VAN SANT, State Assessor, Division of Community and
Busi ness Devel opnent, Department of Community & Economc
Devel opnent, explained that LIDs are under special assessnents
in the statutes. That is, LIDs are inprovenents to private
property that is paid for by the local nmunicipality and
subsequently rolled into the tax bill of each individual, and
therefore those are paid back. However, the TIF is entirely
different in that it's of a public nature. He infornmed the

commttee that Anchorage has had a TIF, the Fifth Avenue parKking
gar age.

REPRESENTATI VE SCALZI related his understanding that LIDs are
capable of enhancing roads and public rights-of-way. He
remarked that [the TIF] seens to neet the sane criteria.

MR. VAN SANT agreed wth Representative Scalzi in that these are
i nprovenents that are nade in the nunicipality. The statutes
recogni ze special assessnents, which are inprovenents nmade to
private property and paid for with private funds. However, [the
TIF] refers to the difference between the old tax base and the
new tax base after the project begins. That difference is
pl edged to pay for inprovenents that benefit the public at
| ar ge.

REPRESENTATI VE SCALZI asked if a city-owned road and right-of-

way would be a public utility. Thus if an LID fit the criteria,
woul d the revenue fromthe property owners adjacent to that road
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be incorporated, he asked. Still, the road is a city road that
everyone uses.

MR. VAN SANT explained that currently LIDs are typically |iens
against certain properties, while [TIF] projects would pledge
the entire faith and credit of the municipality for a project
rather than a specific area.

Nunber 2957

REPRESENTATI VE HALCRO surm sed then that the revenue stream to
pay for the bonds cones from the increase in the property tax
assessnment that's acconplished by the inprovenents.

MR VAN SANT pointed out that there are two different
nmet hodol ogies with HB 521. One nethodology is a GO bond that
pl edges the faith and credit of all the property in the
jurisdiction. However, the TIF takes the difference in the tax
t hat

TAPE 02-24, SIDE B

MR. VAN SANT turned to the construction of the Fifth Avenue
parki ng garage in Anchorage. He estimated that the property
value in the area was worth $5 million before the construction
of the parking garage. After the garage's construction, the
value of the [property] increased to say $7 mllion. The taxes
on the difference in value, $2 mllion, was pledged to pay for
the financing on the garage.

Nunber 2948

REPRESENTATI VE HALCRO renmarked that it seens fairly specul ative.
He questioned what would happen if property val ues decrease and
the revenue stream to pay off the indebtedness doesn't cone to
fruition.

MR. VAN SANT pointed out that such was the case in Anchorage
during the recession in the late 1980s when [property] values

dropped approximtely 50 percent. During such a tinme, the
m ni num [ paynent] has to be nade. Again, the full faith and
credit of the municipality has been pledged and thus the
municipality has to make the paynent. The difference is that

the [paynent] would come out of the general fund rather than the
Tl F.
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REPRESENTATI VE HALCRO surm sed then that the comunity could be
put at a substantial risk, depending upon the size of the
proj ect.

MR. VAN SANT highlighted that HB 521 includes the follow ng two

di fferent nethodol ogies: revenue bonds and GO bonds. The
choice is up to the nunicipality. Revenue bonds refer to the
revenue generated by the project, which is pledged. The GO
bonds actually pledge the full faith and credit of the

muni ci pality. He explained that the TIF specifies that those
t axes above and beyond what was there prior to devel opnent wll
be pledged to pay [for the bond]. In the case of decreasing
val ues, the municipality would be left to take it out of the G-

REPRESENTATI VE HALCRO reiterated that such could expose a
comunity to a tax risk

CO CHAI R MEYER pointed out that this is a local option and thus
the mayor and the |ocal assenbly would have to approve such by
or di nance. He recalled [Anchorage] taking a simlar risk when
it purchased a one-third share of the Beluga gas field, which
was done through a revenue bond.

Number 2832

GEORGE CANELAS, Director, Real Estate Services, Heritage Land
Bank, Municipality of Anchorage, testified via tel econference.
M. Canelas announced that [the nunicipality] is thinking of
using the TIF process to pronote economc developnent in
selected areas of town. As nentioned earlier, it is a strategy
in [the Minicipality of Anchorage's] 2020 Conprehensive Pl an.
The first area of focus is the proposed Ml doon Town Center,
which would seem to be an excellent test case because it has a
private sector sponsor who has site control over nobst of the

proposed area. [ The rmunicipality] is seeking the nost
appropriate nethods for the municipality to respond to this
private sector initiative. [ The municipality] believes that
overall HB 521 is an excellent step to provide the broad

flexibility necessary to find the best nodel.

MR. CANELAS inforned the conmttee that the nunicipality doesn't
anticipate needing TIF proceeds to finance or loan funds to
private devel opnent of inprovenent districts as provided on page

1, line 6. Overall, the nunicipality doesn't believe that it's
good public policy to use local property tax proceeds to pay for
private devel opnent. Al t hough some communities do this through

enabling statutes, [the Mnicipality of Anchorage] intends to
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focus the TIF efforts on funding public sector inprovenents such

as infrastructure, which would conplinment private sector
initiatives. Therefore, [the nunicipality] would prefer that
the language "or private" on page 1, line 6, be deleted. M.

Canelas inforned the commttee of the municipality's support of
the expanded definition of inprovenent areas, which goes beyond
the traditional notion of using TIFs for blighted areas. Thi s
expanded definition of inprovenent areas follows the pattern
around the country. In conclusion, M. Canelas characterized HB
521 as good | egi sl ation.

Nunber 2728

MARK  PFEFFER, Koonce, Pfeffer, Bettis Architects; Venture
Devel opnment Group, testified via teleconference. M. Pfeffer
infornmed the conmttee that "we" are involved with redevel opnment
efforts for the Miul doon Town Center area. "W are in support of
HB 521," he stated. He noted the belief that HB 521 would
enhance the existing laws for redevel opnent of blighted areas.
From M. Pfeffer's personal and private sector experience, he
said that redevelopnment of blight[ed areas] is problematic in

nunerous ways in relation to planning, social, and financial
i ssues. Anchorage has dealt wth the planning issues through
t he adoption of the Anchorage 2020 pl an. In the Ml doon area,

M. Pfeffer pointed out that his firm has worked cooperatively
with the municipality and social service providers in order to
work through the social issues involved with redevel opnent of

the blighted areas. In regard to financial issues, substantial
chal | enges remain. He related the belief that redevel opnent in
the [Mildoon] area wll generally involve a balance between
private and public investnent. The existing TIF recognizes
this; however, the current law contains anbiguities that would
be clarified by the proposed new |anguage of HB 521. As

nmentioned earlier, HB 521 clarifies that both GO and revenue
bonds are appropriate bonding nethods for the TIF. Furthernore,
HB 521 redefines "blight." M. Pfeffer concluded by reiterating
support for HB 521.

REPRESENTATI VE MJRKOASBKI recalled M. Canela's suggestion to
delete the reference to private inprovenents because the
municipality doesn't anticipate wusing any funds for private
devel opment. She requested that M. Pfeffer comment.

MR. PFEFFER related the belief that there are instances where it

would be appropriate for private devel opnent. However, he
acknow edged that this wuld be treading on new ground.
Therefore, until there is a specific use, M. Pfeffer said he
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woul d be anenable to the proposed del etion because nobst of the

application will be for public infrastructure. If a situation
arises in which it would be appropriate to use for [private
devel opnent], it would be coordinated with |ocal governnent and

return to the legislature for clarification [in statute].

REPRESENTATI VE MURKOWSKI surm sed then that M. Pfeffer would be
able to nove forward with the Mil doon Town Center wi thout having
a provision in HB 521 that would allow for the funds to go to
the private devel opnent.

MR. PFEFFER replied yes.
Nunber 2498

REPRESENTATI VE SCALZI referred to page 2, lines 5-7, and rel ated
his understanding that there would be no |evel of support from

the individuals in the area. The municipality will make the
distinction and pledge these bonds on behalf of the residents,
and the residents will pay through a property tax assessnent.

He asked if that was correct.

VR. PFEFFER  poi nted out t hat Representati ve Scal zi' s
under standing assunes that there would be an assessnment in the
area for the inprovenents. However, the mlIl rate applied
agai nst the assessed value in the area stays the sane in that
area as throughout the rest of the municipality. The only thing
generating the additional tax revenue is increased val ue because

of private sector devel opnent. M. Pfeffer clarified that
Representative Scal zi was correct in regard to the properties in
the area paying for the inprovenent. However, those properties
aren't assessed an additional tax. "It's the increase in value

that occurs because of the new inprovenents added to the area,
because public infrastructure has been added," he expl ai ned.

Number 2381

REPRESENTATI VE HALCRO recal l ed testinony that one of the reasons
the Mul doon project is such a good project is because nuch of
the area is controlled by private hands. Representative Hal cro
asked if M. Pfeffer's suggestion is to |leave in private because
that seens appropriate if the Mldoon project is to nove
f orwar d. O herwi se, Representative Halcro surmsed that the
noney coul dn't be spent on the property.

MR. PFEFFER rel ated his understanding that the city doesn't want
to see the proceeds used to help pay for private conmmercial
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devel opnent . These proceeds could be used to pay for public
i nprovenents such as sewer, water, trails, or even to acquire

property for public use. The private sector wants to see a
commtnment from the |local governnent in order make public
i nprovenents in the area. Because [the private entity] knows

those public inprovenents are going to occur, the [private
entity] is wlling to make private investnents on private
property. M. Pfeffer said that there nmay be sone instances in
which it would be appropriate for the TIF to be used for private
i nprovenents. However , t hose [ 1 nstances] haven't been
di stingui shed yet and thus we're willing to [go along] with the
suggested del etion for now.

Nunmber 2226

REPRESENTATI VE SCALZI referred to page 2, lines 8-12, which he
read to say that the nmunicipality isn't obligated to nake
paynments to those bonds issued for a special assessnent, while
there is no prohibition against the nunicipality collecting a

different tax rate for that particular area. Therefore, he
asked if, under current statute, [the private entity] has the
ability to have differential tax mll rates wthin a

jurisdiction.
MR. VAN SANT replied yes.

REPRESENTATI VE SCALZI inquired as to why that section is
i ncl uded. He reiterated his earlier question as to why this
| egi slation is even necessary.

MR. VAN SANT answered that he didn't know why [the section] was
i ncl uded.

REPRESENTATI VE SCALZI related his inpression that this ability
is already available [under current statutes].

Nunber 2057

TIM ROGERS, Legislative Program Coordinator, Minicipality of
Anchorage, testified via tel econference. M. Rogers expl ained
that wunder the TIF the mll rate isn't being increased but

rat her the proceeds of the increased assessed valuation is being
pl edged in order to pay for the inprovenents. Although this may
be a fine differentiation, it is a significant one in regard to
t he purposes of redevel opnment of blighted areas.
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REPRESENTATI VE MURKOASKI, in regard to why HB 521 is necessary,
explained that HB 521 was advanced in order to expand the
definition of inprovenent area so that the undevel oped area
around the blighted area could be incorporated in the
definition. Furthernore, the legislation clarifies that there
is an option to choose between revenue bonds, GO bonds, or a
conbi nati on of the two.

REPRESENTATI VE HALCRO related his belief that the difference
[ between current statute and HB 521] would be in the repaynent
mechanism Currently, the system operates under the notion that

the mll rate wll stay the sane. However, the devel opnent
t hrough the bond process will result in an increase in property
tax values, which will be pledged to repay the debt service. On

the other hand, with special inprovenent districts a tax credit
is given for a couple of years and then it has to be repaid

Again, if the property values decrease, Representative Halcro
guestioned from where the revenue would cone to pay the debt
servi ce.

REPRESENTATI VE SCALZI asked if nore noney is being budgeted for
Board of Equalization hearings.

MR. ROGERS replied no. M. Rogers turned to revenue bonds and
clarified that the bond holders, not the city, would be taking
the risk in regard to whether the property values rise or fall
For exanmple, in a situation in which the property values
decreased and there were no increnental taxes to fund the debt
repaynent, the bond holders would face the risk. The taxpayers
woul dn't be sought to [pay] the difference.

Nunber 1751

DEVEN M TCHELL, Debt Manager, Treasury Division, Departnent of
Revenue, provided the followng clarifications. In regard to
the ramfications for a comunity wutilizing a GO bond, M.
Mtchell pointed out that a community nust vote to pass the GO
bond. Therefore, the input in regard to the willingness to take
the risk that the TIF would be insufficient would be done
upfront. In regard to the comment that an investor would take
all the risk when using a revenue bond, M. Mtchell disagreed.
He pointed out that assenblies and city councils wll have
flexibility when structuring revenue bonds. In order to
[obtain] investnent grade revenue bonds, probably nore than a
tax increnment as security to bond holders wll be required
because otherwise it would becone speculative and require nore
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paid in interest. Again, that would be a decision nade at the
| ocal |evel.

MR. M TCHELL turned to the difference between an LID and a TIF.
He identified a potential difference with an LID as the
increnent on the taxes. Furthernore, the taxes increase because
of the inprovenents. Therefore, one would be taxed at the
increased rate on the increased val ue. However, with the [TIF]
there is no increased rate but rather the difference in what
woul d ot herwi se woul d be pai d.

MR. M TCHELL pointed out that the private inprovenents included
in HB 521 allows the use of tax exenpt financing within a
municipality for essentially private projects. He characterized
this as perhaps an unintended consequence. He expl ai ned that
under the tax code revisions of 1986 each state is allowed a
private activity cap allocation, which is currently $225 mllion
for Al aska. This noney is available for certain nortgage |oan
prograns, student |oan progranms, redevelopnent projects, and
i ndustrial devel opnent projects. Wth the current |anguage [in
HB 521] if a developer convinced a nunicipality to ask for a
private activity cap, then part of the $225 mllion tax exenpt
financing woul d be used to fund the private project.

COCHAIR MEYER inquired as to whether [the departnent] 1is
supportive of the bill.

MR. M TCHELL answered that [the departnent] is indifferent. He
coormented that HB 521 allows developnent in areas where it is
probably needed. How [the legislature] wants to use the state's
limted ability to finance things on a tax exenpt basis is a
state deci sion.

REPRESENTATI VE KERTTULA related her understanding that the
federal law allows the state the ability to grant up to $225
mllion. She surmsed that there isn't a fund somewhere.

MR. M TCHELL further explained that since the federal governnent
took away the ability to finance things on a tax exenpt basis,
the federal governnent provided the aforenentioned annual cap.
Therefore, each state has to decide how to use this. Al aska
primarily uses this <cap for the Alaska Housing Finance
Corporation's (AHFC) First-Tine Honebuyer's program and the
student |oan program He noted that it has been used for power
projects that the Alaska Industrial Developnent and Export
Aut hority (AIDEA) has devel oped. Al aska has the m ninum cap and
[ has about the same nunber of requests as the cap can fill].
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Number 1425

REPRESENTATI VE KERTTULA inquired as to how nuch of the cap is
utilized for student |oans and First-Tinme Honebuyer's program
She asked if the cap is currently being net.

MR MTCHELL replied yes, the cap is fully utilized. The cap
was increased in 2001 and 2002 to its current $225 mllion.
However, the First-Time Honebuyer's program has been very
successful and takes whatever it can fromthe cap.

REPRESENTATI VE KERTTULA surm sed then that [passage of HB 521]
woul d place nore pressure on the private activity cap because
nore applicants will want to use that [financing].

MR. M TCHELL answered that such would be a potential if the
private inprovenent [language is left in HB 521]. If the bill
nerely refers to public inprovenents, then the pressure woul dn't
be there because it would be limted to what could otherw se be
financed with tax exenpt financing.

CO CHAI R MORGAN asked if any other organi zations use this cap.

MR. M TCHELL specified that AIDEA does utilize the cap. However,
AIDEA is project driven and thus hasn't nmade a request for sone
tinme. He noted that |ast year, the North Sl ope Borough nade a
request for a clean water project at a BP facility. Over the
| ast couple of years, the primary users of the cap have been
AHFC and the student |oan program The student |oan program
uses about $30 million a year.

Nunmber 1288

REPRESENTATI VE =~ MURKOWSKI noved that the conmttee adopt
Amendnent 1:

Page 1, line 6,
Del ete "or private”

There being no objection, Arendnent 1 was adopt ed.
Nunber 1195
REPRESENTATI VE HALCRO noved to report HB 521 as anended out of

commttee with individual recomendations and the acconpanying
zero fiscal note. There being no objection, CSHB 521(CRA) was
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reported from the House Comunity and Regional Affairs Standing
Committee.

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

Community and Regional Affairs Standing Conmttee neeting was
adj ourned at 9:31 a.m

HOUSE CRA COW TTEE -21- April 23, 2002



