HOUSE FI NANCE COMM TTEE
April 12, 2006
8:45 A M

CALL TO ORDER

Co- Chair Meyer called the House Finance Conmittee neeting to
order at 8:45:49 AM

MVEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representati ve M ke Hawker
Representative Ji m Hol m

Representati ve Reggi e Joul e
Representative Mke Kelly
Representative Beth Kerttul a
Representative Carl Moses
Representative Bruce Weyhrauch

MEMBERS ABSENT

Representative Richard Foster

ALSO PRESENT

Representative Paul Seat on; Ben Mul I'i gan, Staff,
Representative Bill Stoltze; Kat hie Wasserman, Al aska
Muni ci pal League, Juneau; Katie Shows, Staff, Representative
Paul Seat on

PRESENT VI A TELECONFERENCE

Steve Van Sant, State Assessor, Departnent of Commerce,
Communi ty and Econom c Devel opnent, Anchorage; Shane Hor an,
Kenai Peni nsul a Borough; Marty MGee, Assessor, Minicipality
of Anchor age

SUMVARY

HB 390 An Act limting the amount that a municipality may
charge for an appeal of a residential real
property tax assessnment to the nunicipality's
board of equali zati on.

CS HB 390 (FIN) was reported out of Conmttee with
a “no” recommendation and with zero note #1 by the
Departnment of Commerce, Conmmunity & Economc
Devel opnent .
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HB 475 An Act describing contributions to the health
r ei mbur senent arr angenent plan for certain
t eachers and public enpl oyees; clarifying
eligibility for menbership in that heal th
rei nbursenent arrangenent plan; relating to the
"adm ni strator’ of t he Publ i c Enpl oyees’
Retirement System of Al aska; and providing for an
effective date.

HB 475 was HEARD & HELD in Commttee for further
consi derati on.

8:46: 43 AM
#HB390
HOUSE BI LL NO. 390

An Act limting the amount that a nunicipality may
charge for an appeal of a residential real property tax
assessnment to the nmunicipality's board of equalization.

REPRESENTATI VE BILL STOLTZE, SPONSOR, explained that often
ti mes, homeowners feel that the value of their home has been
wongly assessed. In order to challenge that assessnent, an
appeal nust be filed with their nunicipality’'s board of
equal i zation. Currently, nmunicipalities charge a variety of
fees associated with the assessnent appeal .

HB 390 would cap the anmobunt a nunicipality can charge for a
honmeowner to appeal the assessnment on their hone at $10
dollars if the nunicipality has a population greater than
30, 000. The legislation is an attenpt to allow homeowners
due process in having their honme assessed by |oca
gover nnent .

8:50: 09 AM

In response to Representative Weyhrauch, Vice Chair Stoltze
noted that there are conmmunities that provide some built-in
safety val ves. A municipality would have the option to
charge no fee. Co- Chair Meyer pointed out that Fairbanks
does not have a fee and that Anchorage has a sliding scale
f ee.

8:51:40 AM

Representative Holm asked if Representative Stoltze's
district had a sales tax. Vice Chair Stoltze responded sone
sections of his district do and sone don't.

Representative Holm comented that he was philologically
opposed to any property tax. He was curious why any fee was
charged to appeal the assessnent. Vice Chair Stoltze
acknow edged that was his preference, however , had
conprom sed, inserting a $10 dollar fee.
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Co- Chair Meyer thought that the Anchorage Assenbly woul d not
support the legislation, seeing it as an unfunded nandat e.

8: 55: 00 AM

PUBLI C TESTI MONY

KATH E WASSERMAN, ALASKA MJUNI Cl PAL LEAGUE (AM.), JUNEAU,
expl ai ned that AML opposes HB 390, as such deci sions should

be left as a mtter of local control. Qut of 48
muni ci palities that have property taxing authority, only 3
now charge a fee for property tax appeals. Those
muni ci palities are Ket chi kan Gat eway Bor ough, t he

Muni cipality of Anchorage (MJA) and the Kenai Borough. The
fee is done on a sliding scale based on property value
resulting in a fee from $30 dollars to a high of $100
dollars. O der citizens are exenpt from property tax. She
pointed out that appeals result in high costs to the
muni ci palities.

Ms. Wasserman di sagreed with statenents that the process was

“rigged”. The anmount of appeals has dropped dramatically
with the inposition of a fee. Anchor age appeal s dropped
from a yearly average of 2,500 to 700. The fee affects

approxi mately 1/5" of the population and is reinbursed if
the property owner’s appeal is successful.

Ms. Wasserman said the Kenai Borough is an entity wth
taxing authority with a popul ation of 50,000. She wondered
if the bill should be rewrded to indicate only the
Muni ci pality of Anchorage.

8:58: 04 AM

Vice Chair Stoltze said his constituents requested the
| egi sl ati on. The Mat Su Borough is now approaching 80, 000
resi dents. He did not believe the bill was a special
interest for Anchorage.

8:58:42 AM

SHANE HORAN, (TESTIFIED VI A TELECONFERENCE), KENAI PEN NSULA
BOROUGH, stated that the Kenai Borough Assenbly instituted a
filing fee in 2005, mrroring that of Anchorage with a $30
dollar fee for property assessed up to $100 thousand
dollars; $100 for property assessed from $100 to $500
t housand dollars and a $200 fee for property assessed up to
$2 mllion dollars.

According to the code, if the appeal results in a reduction

from the original assessed value or if the appeal is
w thdrawn before the evidence is due to the Board of
Equal i zat i on, t hen t he filing fee S ref unded.
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Additionally, the appeal fee may be waived as a result of
one’s annual income as provided in the poverty guidelines
for Al aska.

M. Horan pointed out that the filing fee has reduced the
nunber of appeals and has helped that office becone nore

efficient. The Alaska Statutes note that the burden is on
the property owner to prove that their assessnent was
unequal or over-val ued. Their office, as a policy, nust

i nspect every appeal property, address the owners concerns,
prepare presentations to the Board of Equalization, and
often find the property owner’s absent or not the presenting
testinmony. The fee, as instituted, gives the property owner
nore ownership in the appeal process. The fee is reinbursed
to anyone that wins the appeal, which nmakes for a reasonable
accommodation for the property owners.

M. Horan noted that the Borough does offer, through
ordi nance, the opportunity for anyone an informal neeting
with the assessor regarding their assessnent. The action
has been successful in many of the appeals in an infornal
format. He stated that the $10 fee would not be a
sufficient deterrent for frivolous appeals. |In 2004, there
were well over 600 appeals and with the institution of the
appeal -filing fee for 2005, there were only 280 appeal s.

M. Horan noted that the last population estimate for the
entire Kenai Borough was 51, 250 resi dents.

Vice Chair Stoltze commended the Gty of Kenai for a nore
“enl i ghtened” appeal process. He objected to the use of the
term*“frivol ous”, when speaking to soneone’s property tax.

9:03:47 AM

Co-Chair Meyer wunderstood that it cost the municipality
about $100 dollars per appeal. M. Horan said that was
conservatively correct, as they would spend approximately 4
hours on each appeal. Co-Chair Meyer agreed that no one

likes to pay property tax and if the fee was free or even
$10 dollars, it could be detrimental to the boroughs. M .
Horan reiterated that the fee is returned if the honeowner
wi ns the appeal. Last year, the Borough nade approxi mately
$2,300 dollars total fromcollection of fees.

9:06:19 AM

STEVE VAN SANT, (TESTIFIED VIA TELECONFERENCE), STATE
ASSESSOR, DEPARTMENT OF COWERCE, COVMUNITY AND ECONOM C
DEVELOPMENT, ANCHORGE, clarified that the beginning fee in
Anchorage starts at $30 dollars for property up to $100
t housand dollars, and is refundable if the owner w ns the
appeal . He noted there is an “informal review process

where the unhappy taxpayer can speak with the assessor about
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t heir assessnent. M. Van Sant stated that there are many
peopl e bypassing the assessor’s office and not taking
advantage of the informal appeal; the fee encourages the
informal review process. He acknow edged that no one |ikes
to be taxed. M. Van Sant hoped that the assessor & staff
make good judgnent; sonetines, however, they do nmake
m st akes. They are experts in their field and the mgjority
of time, are correct, as they know what they are doing given
t heir training.

9:10: 00 AM

Representative Weyhrauch commented on the increased
assessnent of his own honme, pointing out that after
contacting the | ocal assessor’s office that office was quite
hel pful and not adversarial and an agreenment was nade.

9:11: 07 AM

MARTY  MCCEE, (TESTIFIED VIA TELECONFERENCE), ASSESSOR
MUNI CI PALI TY OF ANCHORAGE, advised that the appeal process
is designed to addresses issues of value. That is the only
thing that the Board of Equalization is enpowered to do.
Frivol ous concerns result when taxpayers attenpt to address
concerns in a way that it is not designed.

M. MCee pointed out that Anchorage had a system that was
“badly broken” and sued by the taxpayers. The Courts gave
the Minicipality a one-year tinme period to determne a
system that works to address appeals. He stated that the
tax was inplenmented to address the appeals and that it has
been successful. The taxpayers have not been working with
the appraisal staff to resolve those issues and that the
filing fee is an essential conmponent nmaki ng the system work.
Over 76% of the fees have been refunded to the taxpayers.
He pointed out that an assessor does not have the authority
to go inside a property being appraised.

9:14: 09 AM

Co-Chair Meyer asked the cost to the Mnicipality of
Anchorage (MOA) to process an appeal. M. MCee thought it
was hi gher than $100 dollars, indicating they deal with many
types of properties. For a hone appeal, it is nore in the
nei ghbor hood of $200 dollars per appeal. He estimted that
their Ofice was saving the Anchorage taxpayers about $1
mllion dollars per year by offering the informal process
and fee | adder.

Co-Chair Meyer inquired the year that the fee was put in
pl ace. M. MGCee replied there was no fee in place until
2004. Once the fee was inplenented, the appeals decreased
significantly. He added that no fee is charged for property
revi ew.
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Vice Chair Stoltze noted his frustration in his attenpts to
get the MOA to indicate a position on the bill.

M. Van Sant stated that because the nunber of infornal
appeal s decreased does not nean that the total nunber of
revi ews has decreased. In 2004, they reviewed about 2,800
parcels; in 2005 the nunber of appeals was 667; however,
there was 4,100 informal reviews. The process has forced
people to use the 40-day review period. In the past,
because the taxpayer waited until the last mnute, they were
forced to file a formal appeal, bringing it into the cost
node.

PUBLI C TESTI MONY CLGSED

9:18: 48 AM

Vice Chair Stoltze clainmed he had limted the legislation to
residential appeal fees and thought it was a nodest
pr oposal .

Co-Chair Meyer MOWED to ADOPT Anmendment #1. Vice Chair
Stol tze OBJECTED.

Co-Chair Meyer pointed out that currently, a sliding scale
exi sts in Anchorage. The anendnent woul d change the current
scal e to:

e $25 as a fee for property assessed to $99, 999
e $50 as a fee for property assessed to $100, 000- $499, 999

e $100 as a fee for property assessed to $500,000-
$1, 999, 999

e $200 as a fee for property assessed over $2,000, 000

Co-Chair Meyer noted his tinme on the Anchorage Assenbly,
realizing it costs the Minicipality to do the assessnent
work; if no fee is charged, people will file. Co- Chai r
Meyer acknow edged the steep junp MOA made in 2005 and did
not want to see the appraisal ability as a noney raiser for
the cities.

Vice Chair Stoltze respected the coments made by Co-Chair
Meyer, understandi ng various |ocal challenges but naintained
hi s obj ection.

Representative Kerttula asked if any other place in the
State had a $200 dollar fee at this tinme. M. Van Sant
replied that the fee is based on the value of the property;
typically that amount would be a commercial property.

9:23:19 AM
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Representative Holm was confused about the proposal as it

takes away |ocal control. Co- Chair Meyer pointed out that
t he anendnent does not state that the nunicipality “nust”
charge but rather “may” charge. Fai r banks woul d have the

option either way.

9:25:51 AM

Vice Chair Stoltze WTHDREW his OBJECTION to Anmendnent #1
Representative Kelly OBJECTED

A roll call vote was taken on the notion to adopt Amendnent
#1.

| N FAVOR: Joule, Kerttula, Mses, Wyhrauch, Hawker,
Meyer
OPPCSED: Holm Kelly, Stoltze, Chenault

Representati ve Foster was not present for the vote.
The MOTI ON PASSED ( 6-4).
9:26:59 AM

Representative Joule stated that he supported the amendnent
in payback to Representative Kelly, indicating he would not
object to the bill noving from Committee but naintained that
t hese concerns shoul d be addressed at the |ocal |evel.

Representative Hawker commented that the State Legislature
has the authority to interfere with |local issues and matters
when | ocal authority is abusing the citizenry. Fol | owi ng
the weight of testinony from the nunicipalities, it has
becone clear that there are safe guards already in place
He agreed that having a fee for the formal process diverts
many cl ai ns. Based on testinony, he airs on the side of
support for the municipalities & local control. He noted he
does not support the bill.

9:29:42 AM

Co-Chair Meyer agreed with Representative Hawker, however
suggested that the process does not always work in that way.
He noted the public’'s frustration and hoped that appeals
were done correctly the first tine. Providing a fee
schedul e gets the State closer to that intent.

Representative Kelly suggested that the type of pressure
recommended by the bill keeps the assessor on track.

Vice Chair Stoltze interjected that he respected the debate
of the Commttee & the points raised. He stated that he had
m xed enotion regarding “taking the bill” to the House
Fl oor. He apol ogized to the Minicipality of Anchorage and
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noted he woul d respect the decision of the Commttee whet her
to table the bill.

Co- Chair Meyer noted the issue is of enough concern that he
woul d support noving it from Commttee.

9: 33: 04 AM

Representati ve Hawker MOVED to REPORT CS HB 390 (FIN) out of
Commttee wth individual recomendations and wth the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CS HB 390 (FIN was reported out of Commttee with a “no”
recomendation and with zero note #1 by the Departnent of
Commerce, Community & Econom c Devel opnent.

9: 33: 58 AM

#HB475
HOUSE BI LL NO._ 475

An  Act describing contributions to the  health
rei mbur senent arrangenent plan for certain teachers and
public enpl oyees; clarifying eligibility for menbership
in that health rei nbursement arrangenent plan; relating
to the 'admnistrator’ of the Public Enployees’
Retirement System of Alaska; and providing for an
effective date.

Co-Chair Chenault MOVED to ADOPT work draft #24-LS1685\S,
Wayne, 4/11/06, as the version of the conmmttee substitute
before the Committee. There being NO OBJECTION, it was
adopt ed.

9:34: 32 AM

REPRESENTATI VE PAUL  SEATON, SPONSOR, updated Committee
menbers on the process to date. He stated that HB 475 was a
clean up bill to the Retirenment Security Act (SB 141) passed
in 2005. Due to the length of SB 141, a handful of errors
and oversights were nmade that need to be changed for the
transition to Tier IV HB 475 is a technical bill and
i ntended to include any policy change.

Revi si ons enconpassed in HB 475:

o Carifies the procedure for an appeal to the Ofice of
Adm ni strative Hearings

* Requires enployer to contribute at |east the normal
cost rate starting in 2008

« Changes the requirenents to receive a conditional
servi ce benefit
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e Clarifies provisions regarding Personnel Enployees
Retirement System (PERS) and Teachers Retirenent System
(TRS) death and disability benefits including how those
benefits woul d be funded:

Fundi ng death and disability
The structure of death and disability benefits
The survivor benefit

e Carifies the eligibility requirenents for nedical
benefits

e Carifies requirenents for non-vested Tier Il or Tier
1l enployees who wish to transfer to Tier IV

e Carifies t he basi s for cal cul ati ng enpl oyer
contribution rates

* Gves regulatory authority to the appropriate party

» Changes the basis for calculating HRA enployer
contributions to neet the Internal Revenue Service
(IRS) tax qualifications

» Definitions

« Disallows enpl oynent W th Nat i onal Educati on
Associ ation (NEA) as counting towards Tier |V
retirement eligibility

» Establishes provisions for enployer termnation of
participation in the plan

* Carifies defined benefit and defined contribution
conponents of the plan

e Establishes adherence to IRS |limtations

The changes are not absolutely necessary for Tier IV to cone
on line July 1, 2006. The revisions clarify many aspects of
the statutes, providing a benefit both to the plan and
menbers. | f changes are not nmade, many crucial decisions
would be left to the Admnistrator of the plan wthout
proper guidance fromthe Legislature.

9:42:19 AM

Representati ve Wyhrauch noted that the sponsor statenent
was witten to version \L and that the Conmittee had just
adopted version\S. Representative Seaton noted the only
substantive change to version\S is |ocated on Page 33,
Sections 73 & 77, the contribution anmount for death and
disability. The anount that enployers would have to provide
was recalculated; it found that Mercer had not calculated in
t he Cost-of-Living-Allowance (COLA) over time for those in
Tier 111,

9:44: 32 AM

In response to Representative Wyhrauch regarding over
f undi ng, Representative Seaton explained it was a
retroactive date listed on Page 33. The ambunt was backed-
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out and given two years to catch up. He added that the
Division of Retirenent and Benefits had assured his office
that under no circunmstance would they allow drawing from
over-funded to under-funded st at us.

9:47: 49 AM

Representative Hol m observed the clause that a “period of
death” counts toward retirement, questioning what that
nmeant . Representative Seaton replied that it IS
occupational death and disability and if a nenber was
working for a PERS or TRS enployer and died, their heirs
woul d receive the survivor’s benefit.

9:49: 22 AM

Representative Seaton observed that the bill would change
the requirenent to receive a conditional death benefit until
2010, clarifying that the enpl oyee coul d buy-back years.

Representative Kerttula asked the explanation of refunded
contributions being creditable. Representative Seaton
clarified that after 2010, a nenber who was in PERS and
wi thdrew their funds and then returns, they would be able to
fully buy-back the funds and be eligible for a deferred
conpensation (DC) plan. They would not be able to do that
after 2010. The enpl oyee would need the enployers consent
to buy into a DC plan. If the enployee was a Deferred
Benefit (DB) enployee, they would still be able to buy-back.

KATI E SHOWS, STAFF, REPRESENTATIVE SEATON, explained that
there are a nunber of sections that deal with conditiona
service benefits. The first one clarifies that the enpl oyee
has until 2010 to payback service to be where they left off,
which represents a large unfunded liability to the system
The intent of SB 141 made that change; HB 475 provides
further clarification. The transfer is a separate section.

Representative Kerttul a concluded that a nmenber could refund
their service until 2010. Ms. Shows clarified that the
enpl oyee could still do it until 2010. |If the service was
not refunded, the enployee could do it at any tine. The
buy- back nust be initiated before 2010 in order to return to
their previous retirenent plan if they are reenployed on a
PERS or TRS pl an.

9: 56: 07 AM

Representative Seaton reviewed the death and disability
aspect, which |ooks at funding, structure of the benefits
and the survivor benefits. The bill also clarifies the
eligibility for nedical benefits. The nmenber does not have
to be continuously insured for their eligibility.
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Representati ve Kerttula questioned current practice.
Representati ve Seaton observed that the provision pertains
to early retirenent. He noted that under the new plan, the
medi cal benefits apply at the age of retirenent. If the
menber returns to work, and shows that they were eligible
during that period of wunenploynent, they would still
qualify.

Representative Kerttula mentioned the “letter of coverage”.
Currently, if the person retires early, they receive full
medi cal benefits. Representative Seaton responded that
currently, the nedical benefits start at retirement age. He
added that 75% of all nedical expenses are happening on
early retirees not on the very elderly.

HB 475 was HELD in Commttee for further consideration.
#

ADJ OURNVENT

The neeting was adjourned at 10:00 A M
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