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W TNESS REG STER

KI M CARNOT, Staff

to Senator Bert Stedman

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Presented SB 265 of behalf of Senator
St edman, sponsor.

THOMVAS BOUTI N, Deputy Comnmi ssi oner

Departnent of Revenue

Juneau, Al aska

PCSI TI ON STATEMENT:  Answered questions regardi ng SB 265.

SHANE HORAN, Assessor

Kenai Peni nsul a Borough

Sol dot na, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 299.

STEVE VAN SANT, State Assessor

Di vision of Community Advocacy

Depart ment of Comrerce, Conmunity, & Econom c Devel opnent
Anchor age, Al aska

PCSI TI ON STATEMENT:  Answered questions regardi ng HB 299.

CHARI SSE M LLETT, Staff

to Representative Vic Kohring

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Present ed HB 299 on behal f of
Represent ati ve Kohring, sponsor.

VI CKI HAM LTON, City derk

Cty of Craig

Crai g, Al aska

POSI TI ON STATEMENT: During hearing of HB 299, testified that
the City of Craig would prefer to maintain the current $150, 000
property tax exenption and reinstate the paynents fromthe state
that hel p supplenment the [revenues |lost] due to this exenption.

KEVIN RI TCH E, Executive Director

Al aska Muni ci pal League
Juneau, Al aska
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PCSI TI ON  STATEMENT: During hearing of HB 299, expressed the
need for nmunicipalities to have the ability to review Version Y.

ACTI ON NARRATI VE

COCHAIR KURT OLSON called the House Community and Regional
Affairs Standing Comrittee neeting to order at 9:03:28 AM
Representatives Sal non, Thomas, O son, Kott, Ci ssna, LeDoux, and
Neuman were present at the call to order. Representative Eric
Croft was al so in attendance.

SB 265- BONDS OF BOND BANK AUTHORITY

CO CHAI R OLSON announced that the first order of business would
be SENATE BILL NO 265, "An Act increasing the total anmount of
bonds and notes that the Al aska Muinicipal Bond Bank Authority
may have outstanding; and providing for an effective date."

KIM CARNOT, Staff to Senator Bert Stednman, Alaska State
Legi slature, explained that SB 265 seeks to increase the bond
authority of the Al aska Muinicipal Bond Bank (Bond Bank) fromits
current statutory cap of $500 million to $750 million. The Bond
Bank's authority was last increased in 2003 from $300 mllion to
$500 nmillion. She further explained that the Al aska Mnici pal
Bond Bank helps nunicipalities by lowering the borrow ng costs
for the participants. The aforenmentioned is acconplished by
pool i ng bond issues, creating econom es of scale, and |everaging
the borrow ng power and credit worthiness of the state. Si nce
its inception in 1975, it has helped Al aska comrunities secure
over $800 mllion in financing for public works projects.
During that same time, the Bond Bank has returned $26.9 mllion
in excess earnings to the state. This year, the Bond Bank w ||
return a $652,000 dividend to the citizens of Al aska. She
informed the conmittee that |ast year the Bond Bank issued $123

mllion in bonds to Alaska comunities and through that process
saved those comunities $16.7 nmillion in issuance and interest
costs. For exanple, Bond Bank funds have been used for school
constructi on, har bor i nprovenent s, hospi tal s, and r oad
construction in various comunities in the state. Ms. Carnot
concluded by relating that the Bond Bank has approxi mately $80
mllion in pending applications and only $50 mllion in
borrowi ng capacity. Therefore, wthout the proposed increase
"we" will not be able to take advantage of the program

9:06: 07 AM
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REPRESENTATI VE NEUMAN turned attention to the analysis on the
fiscal note and asked whether the funds from the Bond Bank cone
fromthe general fund.

9:06: 40 AM

THOMAS BQUTIN, Deputy Comm ssioner, Departnent of Revenue,
replied no, the funds cone from bond proceeds and bond earnings.
He pointed out that the Alaska Minicipal Bond Bank has one
enpl oyee who is also the state debt nanager. Mbst of the costs,
he specified, of the Bond Bank are issuance costs, bond counsel,
financi al advisor, occasion trustee, and printing costs.

9:07: 08 AM

CO- CHAIR THOVAS noved to report SB 265 out of committee with
i ndi vidual recomrendations and the acconpanying fiscal notes.
Hearing no objections, SB 265 noved from the House Community and
Regi onal Affairs Standing Commttee.

9:08: 01 AM

HB 429- RESTORE DCRA AND DCED

CO- CHAIR OLSON announced that the next order of business would
be HOUSE BILL NO 429, "An Act reestablishing the Departnent of
Community and Regional Affairs; relating to the Departnent of
Commerce, Community, and Economc Developnment and to the
nmenber shi p of various boards and conmm ssions; and providing for
an effective date."

COCHAIR THOVAS noved to report HB 429 from conmittee wth
i ndi vi dual recomrendations and the acconpanying fiscal notes.
Hearing no objections, HB 429 noved from the House Comunity and
Regi onal Affairs Standing Comm ttee.

9:08: 35 AM

HB 299- MUNI Cl PAL PROPERTY TAX EXEMPTI ON

CO- CHAI R OLSON announced that the final order of business would
be HOUSE BILL NO 299, "An Act relating to and increasing the
muni ci pal property tax exenption on residences of certain
seniors and others; and providing for an effective date."
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REPRESENTATI VE KOTT noved to adopt the commttee substitute (CS)
to HB 299, |abeled 24-LS0823\Y, Cook, 3/31/06, as a work draft.
Hearing no objections, Version Y was before the commttee.

9: 09: 38 AM

SHANE HORAN, Assessor, Kenai Peninsula Borough, said he has not
seen the new |anguage and would |like the commttee to get back
to him

STEVE VAN SANT, State Assessor, Division of Conmunity Advocacy,
Department of Commerce, Community, & Econom c Devel opnent, said
he is available for questions.

REPRESENTATI VE KOIT, speaking as the chair of the subcomittee
that put forth Version Y, explained that Version Y increases the
tax exenption for senior citizens to $250,000, grandfathered in
those who currently receive the exenption, and instituted a
needs- based systemfor [new entrants to the systen.

CHARI SSE M LLETT, Staff to Representative Vic Kohring, Al aska
State Legislature, speaking on behalf of the sponsor, specified
that under Version Y the exenption was increased to $250, 000 for
wi dowers and di sabl ed veterans, those who currently receive the
exenption are grandfathered into the system and from 2007
forward there is a needs-based provision. She pointed out that
there are two | evels of needs-based requirenments such that there
are requirenents for the $150,000 exenption level and the
$250, 000 exenption level. The exenption mrrors the senior care
exenption | anguage and thus those who neet the requirenents for
senior care wll receive the $250,000 exenption. Those wth
double the incone for the senior care exenption wll receive
$150, 000 exenpti on.

9:12:13 AM

REPRESENTATI VE Cl SSNA rel ated her understanding that the changes
[ enconpassed in Version Y] are based on AS 47.45.320(a)(3),

which is the senior care program She recalled questions with
regard to those who qualify for the program now and what would
happen to those who don't qualify under the needs-based system

She also recalled questions regarding who nanages the program
and the costs of the program

9:13: 35 AM
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M5. M LLETT explained that those who would be grandfathered in
woul d be those who have applied for and are already receiving

the exenption. In further response to Representative G ssna,
Ms. Mllett clarified that those who are receiving the $150, 000
exenption today will continue receiving the exenption, but after

2007 those turning 65 years of age would have to neet a needs-
based requirenent.

9:14: 48 AM

MR. VAN SANT related his understanding that the exenption would
be handled on the local level and wll require the |ocal
assessor's office to review a senior's Internal Revenue Service
(IRS) tax returns in order to determne if he/she neets the
income eligibility qualifications. He pointed out that the
changes refer to an individual's incone as opposed to household
i nconme, which is of concern. He recalled that when this program
first began in the 1970s, there was a household incone criteria.
He related his further wunderstanding that those individuals

currently receiving the exenption will continue to receive the
$150, 000 exenption. However, he questioned what woul d happen if
an individual in the aforenmentioned situation sells his/her
property and noves to another |ocation. He then related his

understanding that those disabled veterans |[receiving the
current exenption] would automatically receive the $250, 000
exenpti on.

9:17:19 AM

MR. VAN SANT, in response to Representative Cissna, explained
that the senior exenption is for seniors 65 years or ol der. I n
the 1980s, the w dows/w dowers and disabled veterans were added
to the exenption. The current statute specifies that if a
w dow wi dower of a participant is 60 years old, he/she could
continue to receive the exenption. The sane thought process was
utilized for disabled veterans. However, the |anguage for the
seniors was adopted, which is problematic. M. Van Sant pointed
out that nost of the recent disabled veterans are much younger
than 65 and wunder current law, the w dow w dower would not
receive the exenption until he/she reached age 60. He al so
pointed out that statute specifies that once the w dow w dower
remarries, the exenption ends. Therefore, in nost cases the
wi dow wi dower of a disabled veteran will never be able to take
advant age of the exenption due to his/her young age.

9:19:34 AM
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M5. MLLETT clarified that the current wi dow w dower requirenent
wasn't changed in the legislation, although the anmount was
i ncreased.

9:20:12 AM

MR. VAN SANT, in response to Representative LeDoux, directed the
conmittee's attention to AS 47.45.320(a)(3) and the follow ng
i ncone requirenents: $20,913 for a single person, $28,053 for
two peopl e.

REPRESENTATI VE SALMON related his wunderstanding that this
exenption only applies to one property.

M5. MLLETT confirned that the exenption only applies to the
primary residence.

9:21:10 AM

VICKI HAMLTON, Cty Cerk, Gty of Craig, nentioned that the
City of Craig is the only community on Prince of Wles Island
that collects property tax. Therefore, an increase in the
property tax exenption would inpact the [|ocal econony. MVs.
Ham [ ton related that the Gty of Craig would prefer to nmaintain
the current $150,000 property tax exenption and reinstate the
paynents fromthe state that help suppl enment the [revenues | ost]
due to this exenption

KEVIN RI TCH E, Executive Director, Al aska Minicipal League, said
he just read Version Y, which he characterized as "scary"
because of the |ack of knowl edge with regard to the inpacts. He
hi ghli ghted that whenever an exenption is changed, soneone el se
benefits or pays at the local |evel. He referred to the
af orenentioned as [cost] shifting. Furthernore, around the
state there is discussion about changing senior benefits.
W thout involving nunicipalities, a fire storm could be created.
M. Ritchie expressed the need to study this proposal and all of

the [potential] inpacts to provide to the comunities for
response. He nentioned his hope that there wuld be a
substantial hearing process. "The reason it will go locally is
because nunicipalities still, of course, have the authority to
mai ntain the program at a higher l|level and so that issue wl

get nmoved down the line a bit if this bill were to pass out

right now," he said. M. R tchie highlighted that property
taxes are an issue for many people, young and old, and a good
revenue sharing program would have the biggest inpact on taxes
and it hel ps everybody.
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9:25: 07 AM

REPRESENTATI VE LEDOUX asked if in the long run this proposal
will result in nore noney going to municipalities because it
phases out the senior exenption that isn't based on need.

MR RITCH E related his understanding that those who currently
receive the exenption wll continue to receive it, the exenption
for disabled veterans wll increase to $250,000, and those
turning 65 after the passage of HB 299 would receive the
exenption based on his/her incone. M. Ritchie again urged the
committee to provide nunicipalities time to review this
pr oposal .

9:26: 39 AM

CO CHAI R THOVAS posed a situation in which those reaching age 65
who are retired face property tax increases of 15 percent and
can't make ends neet. He nentioned the desire to have these
individuals live in their home rather than in an assisted care
facility. He expressed the need to showa little synpathy.

9:29: 06 AM

REPRESENTATIVE CISSNA inquired as to the percentage of the
muni ci palities that have property tax.

MR RITCH E answered that it's around 35 comunities, which is
nost of the people of the state. He noted that there are snal

Bush communities that don't have a property tax base. I n
further response to Representative Cissna, M. Ritchie said that
nost every large community has a property tax. He estinmated

that probably 90 percent of the state's citizens are subject to
a property tax.

MR. VAN SANT specified that 12 out of 16 boroughs levy a
property tax. The four boroughs that do not are the Northwest
Arctic Borough, the Denali Borough, the Lake and Peninsula
Borough, and the Al eutians East Borough. Furthernore, 13 of the
cities in unorganized boroughs also levy a property tax.
However, the |argest second class city, Bethel, doesn't levy a
property tax. He noted his agreement with M. Ritchie that
about 90 percent of the population of the state is subject to a
property tax.

9:31:19 AM
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REPRESENTATI VE LEDOUX noted her agreenent that there ought to be
synpathy for elder individuals and disabled veterans, but this
woul d be an unfunded mandat e.

MR. HORAN requested that communities be given tine to digest
this legislation. He opined that the main concern for the Kena
Peni nsula Borough is in regard to the nmandatory exenptions and
t he unfunded nandate. He then rem nded the commttee that the
Kenai Peninsula Borough has an unlimted exenption for senior
citizens and disabled veterans. This nmonth, the mayor proposed
cappi ng the exenption at $200, 000, and al so offered the hardship
exenption such that the senior or disabled veteran would pay no
nmore than 2 percent of his/her gross household inconme for
property taxes. However, that failed introduction and at the
next neeting there were proposed scenarios such that the first
$150, 000 would be based on one's eligibility for the pernmanent
fund and Kenai's exenption over that $150,000 would be based on
two years residency and an absence of no nore than 90 days. He
menti oned that Kenai has a growng senior citizen and disabled
vet eran popul ati on. He concluded by again requesting tine for
the nunicipalities to review HB 299.

CO CHAIR THOVAS asked if those in Kenai who [qualify for the
exenption] and own a hone outside of the state are allowed to
recei ve Kenai's exenption

9:34: 37 AM

MR. HORAN replied yes, adding that the individual nust live [in
the Kenai hone] for at |east 183 days and that home nust be the
i ndividual's primary residence and pernmanent place of abode.

REPRESENTATI VE SALMON indicated the need to increase the
househol d income thresholds as specified in AS 47.45.320(a)(3)
in order to keep up with [the current standard of I|iving].

MR. HORAN confirned that the Kenai Peninsula Borough is the only
municipality in the state with a property tax exenption beyond
t he $150, 000 st at e- mandat ed exenpti on.

9:36: 28 AM
REPRESENTATI VE CISSNA inforned the commttee that she has an
amendnent addressing her concerns. She inquired as to the wll

of the conmttee today in order to determ ne whether she should
nove the amendnent today.
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9:37:35 AM

COCHAIR OLSON related that originally the intent was to nove
the legislation fromcommttee, but it would be a disservice to
the communities to not allow themtine to review it. Therefore
he announced that HB 299 would be held until next week.

9:37: 59 AM

REPRESENTATI VE CI SSNA remi nded the commttee that she has been
visiting comunities and reviewing |ocal economes, which has
uncovered the inportance of senior and veteran populations to
comuni ties. Al of the communities with which she has spoken
are struggling to survive and at the same tinme, the state is
trying to determne whether the renoval of revenue sharing is
per manent or tenporary. If it's permanent, the |egislature has
to help communities determine how they can survive. She
hi ghlighted that for many communities property tax is the only
way in which it can obtain funds.

9:39:49 AM

REPRESENTATI VE ClI SSNA expressed the need for the commttee to
review the Al aska Municipal League's stance on HB 299. She then
enphasized the need to ensure that as nmany comunities as
possi ble are allowed to remai n healt hy.

9:40: 26 AM
The commttee took a brief at-ease.
9:40: 46 AM

COCHAIR OLSON informed the conmittee that if it intends on
noving HB 299, it will have to do so today because the conmttee
can't hear House Bills next week. Therefore, he indicated that
the legislation could be tweaked in the next commttee of
referral, the House State Affairs Standing Conm ttee.

REPRESENTATI VE CI SSNA opined that each comittee has a

responsibility and HB 299 fits in this commttee. "We're
striking at the very basic infrastructure of comunities across
the state and | think it would be a great disservice to nove

this," she further opined.
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CO- CHAIR OLSON recalled that Representative Ci ssna was a nenber
of the subcomm ttee on HB 299.

REPRESENTATI VE ClI SSNA said, "I never knew of a neeting.”
9:42:13 AM

REPRESENTATI VE ClI SSNA noved Anendnent 1, |abeled 24-LS0823\Y. 1,
Cook, 4/19/06, which read:
Page 1, lines 6 - 13:

Delete all material .

I nsert "permanent place of abode by a (1)
resident 65 years of age or older; (2) disabled
veteran; or (3) resident at |east 60 years old who is
the wi dow or wi dower of a person who qualified for an
exenption wunder (1) or (2) of this subsection, is
exenpt from taxation on the first $200,000 [$150, 000]
of the assessed value of the real property. A
muni ci pality may, in case of hardship, provide for
exenption beyond the first $200,000 [$150,000] of
assessed val ue in accordance wth"

Page 2, lines 7 - 27:
Delete all material.
| nsert "AS 44.62.560 - 44.62.570."

Page 3, line 9:
Delete "(a)"

Page 3, lines 11 - 14:
Delete all material.

CO- CHAI R THOVAS obj ect ed.
9:42: 45 AM

REPRESENTATI VE Cl SSNA expl ained that Anmendnent 1 would return
the property tax exenption programto its present configuration,
but increase the exenption to $200,000, which is what sone
muni cipalities are thinking of doing. Amendrment 1 woul d
mai ntain the provisions for disabled veterans and w dows and
wi dowers, but it wouldn't link it to the senior citizen nodel

9:43: 54 AM

REPRESENTATI VE LEDOUX surm sed then that the only difference
bet ween Amendnment 1 and Version Y is that Anendnent 1 would
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i mpl ement a $200, 000 exenption rather than a $250, 000 exenption
and would elimnate the needs-based criteria. She questi oned
whet her elimnating the needs-based criteria would be worse for
muni ci palities.

REPRESENTATI VE ClI SSNA said that as long as it is linked to the
current nodel such that the participants have to subnmit their
tax returns, the nunber of workers are increased in each
muni ci pality. As M. Van Sant testified, at this point there is
no know edge as to the costs, she noted. She said that there
are other details that have not been fleshed out and soneone
will need to figure that out.

9:45:10 AM

A roll call vote was taken. Representati ves Ci ssna and Sal non
voted in favor of Anmendnent 1. Representatives Kott, LeDoux,
Neuman, O son, and Thomas voted against it. Ther ef or e,

Amendnent 1 failed to be adopted by a vote of 2-5.
9:46: 03 AM

CO CHAIR THOVAS noved to report CSHB 299, Version 24-1LS0823\Y,
Cook, 3/31/06, out of committee with individual recomendations
and the acconpanying fiscal notes.

REPRESENTATI VE Cl SSNA obj ect ed.

A roll call vote was taken. Representatives Sal non, Kott,
LeDoux, Neuman, d son, and Thomas voted in favor of reporting
CSHB 299, Version 24-LS0823\Y, Cook, 3/31/06, out of commttee.
Representative Cissna voted against it. Therefore, CSHB
299(CRA) was reported out of the House Conmmunity and Regional
Affairs Standing Conmttee by a vote of 6-1.

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

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 9:47 a.m
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