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MVEMBERS PRESENT

Senat or John Torgerson, Chair
Senat or Al an Aust er man

Senat or Randy Phillips
Senat or Pete Kelly

VEVMBERS ABSENT
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COWM TTEE CALENDAR

HOUSE CONCURRENT RESCLUTI ON NO. 27
Relating to wurging the Local Boundary Conm ssion to adopt
standards and procedures to enable the conmssion to return a
petition for a |local boundary change to the petitioner when the
conmmi ssion determnes the petition is substantively deficient or
in need of substantial amendnment or suppl enentation.

MOVED HCR 27 OUT OF COW TTEE

SENATE BI LL NO. 365
"An Act relating to municipal inprovenent areas.
HEARD AND HELD

PREVI QUS COW TTEE ACTI ON

HCR 27 — No previous action to record.
SB 365 — No previous action to record.

W TNESS REG STER

Represent ati ve Drew Scal zi

Al aska State Capitol Room 13

Juneau, AK 99801-1182

POSI TI ON STATEMENT:  Sponsor of HCR 27

Abi gail Fuller

No address provi ded

Honer, AK 00603

POSI TI ON STATEMENT: Testified on HCR 27
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Vi Jerrell, PhD.

No address provi ded

Homer, AK 00603

PCSI TI ON STATEMENT: Testified on HCR 27

Pet e Roberts

P. O, Box 1134

Homer, AK 00603

PCSI TI ON STATEMENT: Testified on HCR 27

Kristy Tibbles

Staff to Senator Ben Stevens

Al aska State Capitol, Room 119
Juneau, AK 99801-1182

POSI TI ON STATEMENT: | ntroduced SB 365

St eve Van Sant

St at e Assessor

Department of Comrunity & Econom c Devel opnent
550 W 7'" Ave Suite 1770

Anchor age, AK 99701-4589

POSI TI ON STATEMENT: Testified on SB 365

Mar k Pfeffer

425 G Street

Anchor age, AK 99501

POSI TI ON STATEMENT: Testified on SB 365
Devon M tchell

No address provi ded

POSI TI ON STATEMENT: Testified on SB 365

ACTI ON NARRATI VE

TAPE 02- 10, SIDE A

CHAI RMVAN JOHN TORGERSON called the Senate Comunity & Regional
Affairs Conmttee neeting to order at 2:00 p.m Present were
Senators Kelly, Austernman and Chairnman Tor gerson.

#HCR 27

HCR 27- LOCAL BOUNDARY COWM SSI ON_PROCEDURES

REPRESENTATI VE DREW SCALZI, bill sponsor, i ntroduced the
| egi sl ation by stating the foll ow ng:

The Local Boundary Conm ssion (LBC) is charged with the
review of petitions seeking |ocal boundary changes,
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approval or denial of those petitions as submtted or
as the LBC sees fit to nodify them

VWhat happened recently in ny area is that the Gty of
Honer asked for an annexation petition that was very
excessive as to what was finally ratified and agreed to
by the LBC. In asking for 25 square mles of new
property, they were essentially nore than doubling the
size of the comunity. They felt that it was up to the
LBC to make that determ nation. The LBC did so after
two years of very tense and contentious public
testinony. Having been involved in that, ny attitude
was |I'm glad we had a third independent party, which
was the LBC, to neke that decision. However, it did
drag a lot of people through an unnecessary process
when this was excessive in nature. The Cty of Honer
finally was satisfied with a 4.5 mle are that the LBC
had nodified it down to.

What this resolution asks is that the LBC adopt new
regulations that would allow them early in the
process, to remt a petition that is significantly
deficient. If it was too excessive they could have a
hearing and they could find it was way out of l|ine or
if it was too small and they would be able to send it
back to the city and say, do your homework again, we're
not going to do it for you. Nor are we going to drag
the public through an arduous process.

He said the LBCis in support of the resolution.

CHAI RVAN TORGERSON cal | ed for testinony.

ABI GAIL FULLER testified in support of HCR 27. A though it
doesn’t address all the concerns she has about the process of
changi ng boundaries, the LBC does need to be able to reject
petitions out of hand and send them back for revision when there
clearly is a problem “This bill is a small step in the right
direction.”

VI JERRELL, PhD. testified in support of HCR 27, which urges the
LBC to adopt standards and procedures to enable themto return a
petition when they determne the petition is substantially
deficient or in need of substantial supplenentation.

PETE ROBERTS, President of the Citizens Concerned About
Annexation, testified in support of HCR 27. He believes that:
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 Cities shouldn't be able to select the manner in which an
annexation is held. That decision should be made by the LBC.

e Major hearings should be held md way through the process so
what is said at the hearing can have sone affect on the
process.

e The LBC should set the regulations to use due process

CHAI RVAN TORGERSON agreed with the testifiers, it is a small
step, but this is a start in the right direction.

There was no further testinony.
He asked for the will of the commttee.

SENATOR AUSTERMAN nade a notion to npve HCR 27 and attached
fiscal note fromcommttee with individual recommendati ons.

There being no objection, it was so ordered.
#

#SB 365

SB 365- MUNI Cl PAL | MPROVEMENT AREAS

KRI STY TIBBLES, |egislative assistant to Senator Ben Stevens,
i ntroduced SB 365 and read the following into the record:

Current statute allows a nunicipality to i ssue bonds
for the redevel opnent of blighted areas funded only by
the tax revenues generated by the increased tax base
that occurs as a result of the developnment. This
financing tool is referred to as tax increnent

fi nanci ng.

Senate Bill 365 has been introduced to provide greater
flexibility for municipalities to finance public
i nprovenents to blighted areas.

Senate bill 365 is witten to essentially do three
t hi ngs:

It clarifies statute so that nunicipalities my use tax
increnent financing (TIF) wth general obligation bonds
or revenue bonds, or a conbination of both. The
current provision is silent, leaving the matter to
judicial interpretation.
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It allows the tax increment financing to be used to
i nprove both public inprovenents and private
i nprovenents of blighted areas.

It also creates the definition of “inprovenent area”
whi ch broadens the earlier restriction that tax

i ncrenent financing be used only with blighted areas,
to give nunicipalities a better and nore flexible
financial tool.

Thi s enhancenent in statute will allow and encourage
muni cipalities to shape devel opnent of town centers as
outlined in Anchorage’s 2020 Conprehensive Pl an.

The nunicipality supports SB 36

SENATOR AUSTERMAN asked for an explanation of proposed anendnent
#1.

MS. TIBBLES replied there is a conpanion bill in the House and
the municipality of Anchorage suggested renoving “or private” on
page 1, line 6.

SENATOR AUSTERMAN nmade a notion to adopt anmendnent #1. There
bei ng no objection, anmendnent #1 was adopt ed.

He said his question was in reference to how far the taxing
ability could be taken. Reading on page 2, subsection (b),
beginning on line 2 it doesn't talk about obligating the
municipality that has issued the bonds. Wen it says, “and other
area” it nmade him wonder whether they could go to a different
area to collect revenue if they weren't able to collect enough
tax in the “inproved” area.

STEVE VAN SANT, state assessor, said he too was a bit concerned
about that | anguage and M. Pfeffer could offer explanation.

MARK PFEFFER testified via teleconference. He said he was
currently working on a town center plan in Anchorage and had been
working with the nmunicipality of Anchorage on this bill

CHAI RMAN TORGERSON asked whet her Devon Mtchell was on |ine.

DEVON M TCHEL, debt nmanager for the State of Al aska, explained
the ability to pledge taxing authority of a community would be up
to that community. The | ocal assenbly or council would determ ne
whet her or not they wanted to pursue a general obligation bond or
revenue bond for the particular inprovenent or area they wanted
to inprove. If they decided on a general obligation bond there
would have to be a vote of the general population of that
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comunity. If it were a revenue bond then they would pl edge the
incremental tax-- the increase in tax that you would get fromthe
i mprovenent as well as the increased property values in that
area. He said they probably have to pledge an additional “back
stop” to give investors sufficient security, but that would be a
| ocal deci sion.

CHAI RVAN TORGERSON rephrased Senator Austerman’s question. Wth
respect to a revenue bond, if the property is worth $500.00
because it is blighted and with the inprovenents you think it’l
rise to $1,000.00, you can pledge the $500.00 and that's the
definition of a tax increnent in this bill

MR. M TCHELL said that’s correct. The community m ght choose to
pl edge something in addition to that, but that would be a
communi ty-by-comunity evaluation to determ ne whether or not
investors were secure enough with the increase in property tax
value and increased tax «collection as their security of
repaymnent.

CHAI RVAN TORGERSON then asked whether it was correct that the
general obligation (GO bond pledges the full faith and credit of
the nunicipality because it’s an area w de vote.

MR. M TCHELL said G0s do pledge the full faith and credit of the
municipality, but they would plan to use the additional revenues
received fromthe inproved area’s increased tax collection.

SENATOR AUSTERMAN said he didn't get an answer to his question
regardi ng val ues when using the revenue bond in an i nprovenent
area. If the incremental tax proved not to be enough and revenue
bonds were the nechanism couldn’t they tax other entities or
bring noney in from other parts of the borough to help wth
paynment ?

MR MTCHELL replied that would depend on how the community
decided to structure the revenue bond. However, an investor would
be buying a rather high risk or speculative bond if all that was
pl edged was the increnmental increase in taxes that mght result
after the area was inproved. Know edgeable investors would
require either additional conpensation for the risk or a greater
pl edge than the increnental increase.

SENATOR AUSTERMAN asked for verification that there would be no
state liability since this is strictly a nmunicipal issue.

MR M TCHELL replied there is no way this could tie back to the
State of Al aska.

CHAI RVAN TORGERSON asked if it wouldn’t be the bondhol ders that
woul d assume the risk rather than the municipality.
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MR. M TCHELL agreed that if the nunicipality said they would only
pl edge the increnental increase in taxes then the investors would
assune all the risk

CHAl RMAN TORGERSON asked for the difference between this and the
Local Inprovenent District (LID) approach.

MR M TCHELL replied it is his understanding that with the LID
the people within a service area approve public inprovenents so
there is an increase in ml rate. Wen the public inprovenent is
conpl eted not only do property taxes increase but paynent is nmade
at the higher ml| rate, which is a double hit. Wth the tax
increnent, there is no increased ml| rate. The tax from the
i ncreased val ue of the property goes to repay the bonds.

CHAI RMAN TORGERSON referred to page 1, line 10 and asked whet her
“paynents nmade by borrowers of the proceeds of the bonds,” neant
that it was anticipated that this noney mght go to a third party
ot her than the nmunicipality.

MR. M TCHELL t hought that by taking the words “or private” out of
the bill [anmendnment #1] renoved that concern

CHAI RMAN TORGERSON then referred to page 2, line 21 and asked
whet her the words “and delinquencies in paynent of real property
taxes;” nmeant that if someone didn’'t want to pay their municipal
property taxes, that area could be designated an inprovenent
area, which would artificially inflate the area so property
val ues woul d go up then that increnmental anmount woul d be pl edged.

MR MTCHELL said he reads that as providing a devel oper an
exenption to go in and inprove the property because the increase
in value that will occur in that area is going to be used to pay
for those inprovenents rather than having to put your noney into
a piece of property and the increased tax m ght not necessarily
go directly to the inprovenents that were made in that area.

CHAI RVAN TORGERSON understood that but didn't agree with M.
Mtchell’s interpretation.

STEVE VAN SANT, State Assessor, explained there are certain
factors that determne what a blighted area is. One is an area
Wi th excessive vacant |land, another could be an area wth
del i nquent taxes, which could tend to nake you believe that the
area is not desirable and people don’t care if it is foreclosed
upon and taken over by the city. That’s one factor that you | ook
at for a blighted area.
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SENATOR PHI LLI PS asked who requested the bill

MS. TIBBLES replied M. Mark Pfeffer had been working with the
municipality and then presented the idea to Senator Stevens. He
was on line to answer any questions.

MR. PFEFFER replied his firm is currently involved in the
redevel opnent of a town center area in the Ml doon area of
Anchorage. They support SB 365 and believe it enhances the
existing tax increnment financing laws for redevel opnent of
blighted areas. Wth relation to planning, social and financia
i ssues, redevelopnment of blighted areas is difficult. Anchorage
has dealt with the planning issues through the inplenmentation of
t he Anchorage 20-20 plan. They have been with the nunicipality on
social issues involved. Wth regard to financial issues,
redevel opnent wusually involves a balance between private and
public investnent. The existing TIF | aw recognizes this required
bal ance, but has some anbiguities that this bill would clarify.
This would primarily be the different forms of bonding and a
definition of what constitutes a blighted area.

SENATOR PHILLIPS told M. Pfeffer he didn’t recall receiving a
sponsor request and Muldoon is in his Senate district. He asked
if there was a reason.

MR. PFEFFER replied there was no particul ar reason.

SENATOR PHILLIPS expressed displeasure because he wasn't
approached first.

MR. PFEFFER apol ogi zed.

SENATOR AUSTERVAN asked M. Pfeffer to respond to how the
anmendnment affected his project.

MR. PFEFFER said they believe that in other jurisdictions the TIF
| aws have been used for private inprovenents, but they haven't
identified any specific private application at this point.
Wt hout knowi ng which private inprovenents were appropriate, they
agreed with the nmunicipality that “or private” should cone. Once
they identify appropriate specific use, they mght ask for that
t o change.

GEORGE CANNELGCS, Director of the Heritage Land Bank and Real
Estate Services for the Minicipality of Anchorage, testified via
tel econference. He said the Ml doon Town Center would be their
first test case for a public private partnership.

He suggested adding “, or other forns of indebtedness.” on page
1, line 8 after “general obligation bonds.” Second, he suggested
a reduction in the extended definition of inprovenent areas
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beyond the traditional notion of blighted areas.

CHAI RVAN TORGERSON asked M. Mtchell for his response to the
suggestion on page 1, line 8.

MR. M TCHELL replied he would agree that flexibility is always a
good t hi ng.

CHAl RMAN TORGERSON asked him to list several other fornms of
i ndebt edness for the record.

MR. M TCHELL said, “W heard certificate of participation, which
are a form of unique financing. There would be different |ease
revenue bonds as a different form of Ilease financing so in
addition to a straight revenue bond where you have a revenue
stream that can be specifically pledged, if you have a situation
where you mght have revenue streans that you can’'t pledge for
sone reason, then it would apply for one of these other forns of
fi nanci ng.”

There was no further testinony.

CHAI RMAN TORGERSON announced he would hold the bill in conmttee
so they woul d have the opportunity to | ook at that |anguage.

#

ADJ OQURNVENT

There being no further business before the conmttee, the

Community and Regional Affairs Commttee neeting was adjourned at
2:40 pm
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