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COCHAIR GABRIELLE LEDOUX called the House Conmunity and
Regi onal Affairs Standing Conmttee neeting to order at 8:06:01
AM Representatives LeDoux, Fairclough, and Dahlstrom were
present at the call to order. Represent ati ves Neuman, G ssna,
and Sal non arrived as the neeting was in progress.

HB 23-LIMT ANNUAL | NCREASE OF MUNI PROP ASSESS
HB 24- PROPERTY ASSESSMVENT APPEAL FEE

8:06: 56 AM

CO CHAI R LEDQUX announced that the only order of business would
be HOUSE BILL NO 23, "An Act relating to a limt on the anount
by which the assessed value of property may be increased for
pur poses of municipal property taxation.” and HOUSE BI LL NO 24
"An Act prohibiting municipalities from charging a fee for an
appeal of a residential real property tax assessnent to the
muni ci pality's board of equalization.™

8:07:12 AM

REPRESENTATI VE BILL STOLTZE, Al aska State Legislature, a joint
prime sponsor, explained that both HB 23 and HB 24 are simlar
in approach. However, HB 23 would cap the rate that assessnents
can increase annually. He informed the conmittee that his
intent with HB 23 was to |limt it to residential property only,
and thus he expressed the desire for the cormittee to limt the

legislation to speak to residential property only. Property
taxes are both a state and local issue and one with which he
said is often confronted. Prior to the 2006 election, he

recal |l ed t hat Mayor Begi ch, Muni ci pality of Anchor age,
approached him regarding the idea enbodied in HB 23. The 2
percent limtation is a starting point and up for discussion, he
sai d. He highlighted that the cost to live in a honme is now a
strain, particularly when acconpanied with high energy costs.
This limtation won't inpact what nunicipalities do with mll
rates or bonding votes, he noted. He then nentioned that
al though his constituents are inpatient on this matter, he said
he realizes that this is a deliberative process.

8:11: 13 AM
CO CHAI R LEDOUX asked Representative Stoltze if his constituents

al so have discussions wth the |ocal assenbly regardi ng keeping
property taxes down.
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REPRESENTATI VE STOLTZE opined that his constituents don't
differentiate between the levels of government, but rather talk
to the first person they cone upon to relate these matters. The
i npati ence, he further opined, is with government.

8:12: 44 AM

CO CHAIR FAI RCLOUGH rel ated her understanding that residents of
her district, as well as other Alaskans, are concerned with the
increnental increases in property taxes and thus question when
it's enough. She noted her agreenment wth Representative
Stoltze that the conmittee should proceed with caution on this
matter.

REPRESENTATI VE STOLTZE conmented that those who are pushed to
the fringe are the youngest and the ol dest of the popul ation.

8:15: 05 AM

CO- CHAI R FAI RCLOUGH asked if there could be a deferral nechanism
on the increase for only the seniors and disabled veterans
rather than forgiving it. She asked if there is a way to recoup
lost funds to individual municipalities wthout forgoing it
forever.

REPRESENTATI VE STOLTZE said that he wasn't sure that the
muni ci pality has an entitlement to "the piece of that action.”
He indicated that [Co-Chair Fairclough's proposal] is simlar to
a reverse nortgage, which he has seen sonme seniors do in order
to pay their property taxes. Representative Stoltze related his
reluctance to including a deferral nechanism although he
acknow edged the commttee process.

REPRESENTATI VE NEUMAN pointed out that |ocal governnents can
adjust the mll rate in order to raise funds for governnent.

8:21:56 AM

REPRESENTATI VE STOLTZE then addressed HB 24, which prohibits
| ocal governnments from charging an appeal for a board of
equal i zati on process. Again, this is a policy call and due
process issue. He related the he recently went through the
appeal process, which was a fair anmount of work, with his senior
not her.

8:25:22 AM
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CO CHAIR LEDOQUX asked if those municipalities with appeal fees
refund the appeal fees for those who win the appeal.

REPRESENTATI VE STOLTZE replied that he believes that's the
policy for nost nunicipalities with appeal fees.

8:26:17 AM

STEVE VAN SANT, State Assessor, D vision of Community Advocacy,
Department of Commerce, Community, & Economic Devel opnent
(DCCED), speaking to HB 23, related that the current |anguage of
HB 23 refers to all property not just residential property. The
af orenenti oned has far-reaching effects in that it my also
i npact oil and gas properties. The primary issue with HB 23 is
that assessnents are nerely a tool to distribute the tax burden
and thus capping it doesn't relieve the need for the revenue.

8:28:29 AM

REPRESENTATI VE NEUMAN inquired as to the inpact of changing HB
23 to refer only to residential property.

MR. VAN SANT acknow edged that such a change would narrow the
focus. However, any change such as proposed in HB 23 nerely
shifts the burden. He rem nded the commttee that studies have
shown that caps often result in the |ower assessed properties
bearing the burden and paying nore taxes. He offered the
foll ow ng solutions: reinstate nunicipal revenue sharing, fund
the senior and disabled veteran exenption program fund the
homest ead/ r esi dent i al exenption, institute circuit br eaker
prograns that are based on one's ability to pay rather than the
value of the property, and allow property tax referrals.
However, the problem wth all of those options is that each
merely shifts the burden. M. Van Sant opined that placing caps
on property could be problematic for nunicipalities because the
| ocal contribution for educational funding is calculated with a

4 mll equivalency, which is 4 mlls multiplied by the Iocal
muni ci pality's full and true value. If some values are
artificially capped, the nunicipalities wll have a |ower
assessed value while the full and true value wll be higher.
Consequently, the municipality's local contributions to schools
will be higher than the property the municipality can assess,
which will create a disparity. This |egislation, he opined,
wil | create inequity as illustrated in California wth
Proposition 13. Furthernore, HB 23 doesn't have a trigger
mechanism to trigger a market value property assessnent. The

comm ttee should consider sone inflation-edging such that wupon
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the sale of a property, it's assessed at narket value at that
poi nt .

8:34:32 AM

MR. VAN SANT, in response to Representative Ci ssna, said he
woul d make available the graphs with regard to the results on
property taxes when there is no revenue sharing.

8:35:16 AM

REPRESENTATI VE NEUMAN i nquired as to how M. Van Sant woul d view
the legislation if it included a trigger based on the federa
poverty | evel or need.

MR. VAN SANT said that such a nethodol ogy sounds simlar to the
circuit breaker programs, which are usually based on the incone
| evel of residents. M. Van Sant acknow edged that there are
situations in which individuals have difficulties paying
property taxes, which is the situation in which circuit breaker

prograns would cone into effect. However, currently
muni ci palities don't have tools to address such situations and
thus there is a need for such. However, the |egislation, he

reiterated, <creates inequity wth regard to spreading the
bur den. Wen the state has nandated exenptions such as senior
property tax exenptions and revenue sharing is no |onger
provided, it nmakes it difficult for nunicipalities to nmake ends
nmeet regardl ess of assessnents, he stated.

8:39:27 AM

REPRESENTATI VE NEUMAN enphasized that the state, at the
| egislative level, has put a trenendous anount of funds into
comunities for wvarious specific needs. For instance, the
| egi sl ature appropriated funds for the purchase of a fire truck
for the Big Lake area. He requested that M. Van Sant provide
any information on the funds going into the comunities in the
af orementi oned route.

8:40: 46 AM
CO CHAI R FAI RCLOUGH posed a scenario in which HB 23 was passed,
and inquired as to how a comunity benefiting from popul ation

increases would be adversely inpacted under the foundation
formul a by having a cap on the assessed property val ue.
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MR. VAN SANT related his understanding that HB 23 would not

apply to new construction. He expl ained that under HB 23 the
difference between the assessed value, at the capped |evel, and
the full wmarket value is the amount the nunicipality can't
assess and from which it can't capture property taxes in order
to make its contribution to education. Therefore, the
muni ci pality would likely have to raise its mll rate in order
to cover its mninmum |ocal contribution for education, which is
based on the full market value of the property in the

muni ci pality.

CO CHAI R FAI RCLOUGH conmented that the |egislature could change
what the state assesses as full and true val ue.

MR. VAN SANT noted his agreenent, but pointed out that any
change nust be equitable across the entire state. The full
value doesn't include the value for seniors and disabled
vet erans, he not ed.

CO CHAIR FAIRCLOUGH surm sed, "W could, under a policy
consideration, ... look at including that as an exenption if we
t hought that was a fair policy for the entire state.”

MR. VAN SANT clarified that currently any nmandatory exenption is
excluded from the full value and thus aren't included for the
| ocal education contribution cal cul ation.

8:45: 49 AM

MR. VAN SANT then turned to HB 24. He informed the committee
that three nunicipalities currently collect an appeal fee. The
Ket chi kan Gateway Borough charges a $25 appeal fee for the
second appeal and does not reinburse those fees regardl ess of
the outcone. Anchorage and Kenai basically charge the sane
appeal fee, which is: $30 on property valued up to $100, 000,
$100 for property valued up to $500,000, and $200 for property
val ued from $500,000 up to $2 mllion, and $1,000 for property
valued greater than $2 nillion. He related that prior to the
i npl emrentation of the aforenentioned appeal fee, Anchorage had
about 3,000 appeals filed of which about 1,300 went to the board
of equali zati on. However, after the fees for appeals were
charged in 2004, there was a substantial decrease in the nunber
of appeals filed as well as appeals that went to the board of

equal i zati on. The Municipality of Anchorage has changed its
policy and now refunds the appeal fee if the individual filing
follows up on the filed appeal. M. Van Sant related that many

people in the state file an appeal sinply in hopes of receiving
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a reduction and don't do any work afterward. However, the
assessor has to nove through the entire process of finishing the
appeal . For residential property, the appeal process costs
municipalities approximtely $300-$400 while it's substantially
nore for commercial properties. M. Van Sant highlighted that
state | aw provi des property owners 30 days to file an appeal and
nost seened to wait wuntil the last week or day to file an
appeal . However, now it seens that nost people take advantage
of the entire 30 days. M. Van Sant specified that he isn't
speaking in support of opposition to HB 24. He then reviewed
the nunber of appeals and total anobunt in refunds for the
various nunicipalities offering appeals.

8:50: 50 AM

REPRESENTATI VE NEUMAN asked if there has ever been a
consi derabl e reduction in property taxes when the econony is in
a downward trend.

MR. VAN SANT replied yes, and related that in 1988 when he was
the assessor in Anchorage the assessed val ue decreased by about
50 percent. Furthernore, mll rates have decreased. However
just because values of property nay increase or decrease, the
cost/value of the services don't necessarily change comensurate
with that change in [property] val ue.

REPRESENTATI VE NEUVAN remnarked, "Although, as you stated, the
value of those services are still there, the value of the
citizen's property does considerably decrease. And | contend
that | don't think that the value of those taxes have decreased,
at tinmes, at the anmount of actual value of what property is
worth. ™ He related that he has experienced his properties
decrease in value by 50 percent, although the taxes didn't.
Representative Neuman asked if HB 23 would inpact comunities
t hat pass bonds for school s.

MR. VAN SANT replied no.
8:54:40 AM

SHANE HORAN, Assessor, Kenai Peninsula Borough, provided the
follow ng testinony for HB 23:

This one-sentence bill, as proposed, wll have mjor
far-reachi ng fundanental inpacts on the taxing schene,
bonding, and school funding of all runicipalities
t hroughout the state of Al aska. This bill would or
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should lead to a substantial and significant rewite
of the full and true value assessnment law as it
currently exists in 29.45.110. It would have far-
reaching effects as did Proposition 13 in California
or the Truth in Taxation legislation in the State of
Ut ah. Il would like to offer our association's
assi stance, participation, and aide in any way to work
with the legislature in the scripting and construction
of legislation regarding this issue. Also, if there
is to be a distinction between residential and
commer ci al properties, the definition should be

clearly established. The basic reality that wll
occur with capping assessed values is that mll rates
wll go up to achieve the revenue levels needed, in

our budget-driven form of governnent, to neet needed
and desired services.

MR. HORAN, paraphrasing fromhis witten testinony, provided the
following 11 points for the conmttee' s consideration:

By the year 2016, a hone with a market value of
$325,779 is only assessed at $243,799. A new hone
constructed in 2016 would be assessed at the current
mar ket val ue of $325, 779.

What constitutes an inprovenent? (Paint job, new
addi tion, new siding, etc.?)

What goes up 2% Land, buil ding, outbuildings?

I f an inprovenent nmade, would total assessed val ue be
brought to current market?

Renodeling or new home construction could Dbe
di scour aged.

If the market increases 20% in 4 years and goes down
2% in the 5th year, does the value stay the sanme that
5'h year? Can it still increase 2%in the 5th year?

The assessed value is no |onger at market value. WII
29.45.110(a) be restructured?

Wuld HB 23 pronote full disclosure?

Currently, it takes KPB [Kenai Peninsula Borough]
Assessing 5 years to conplete the valuation and
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i nspection cycle. What cycle becones the base year
for HB 23?

The Full Value Determ nation, which is used in the
school funding formula is supposed to equalize val ues
by reflecting the total market value. Under a 2% cap,
there is no reflection of market value. If tax rates
are limted to 2% and market value increases 5% wll
the State make up the difference or will nunicipality
be required to make contribution from other sources?

This may force municipalities to |ook at other revenue
sources — sales tax, user fees, etc..

What does a 2% increase in value do to a
muni ci pality’'s ability to bond? Bond ratings are
partly based upon a nmunicipality’'s ability to pay the
debt based on the full faith and credit of the

muni ci pality. If you have a dip in the market, Ilike
we did in the late 1980's, the nunicipality can never
catch up to its actual narket value, which wll be

sorely lacking in equitability too.

How does a nunicipality correct obvious errors in its
assessnents if the assessnents are tied to only a 2%
i ncrease? For exanple, if it is found that a property
should have been assessed at $200,000 but was only
assessed at, say, $125,000, the equity issue is sinply
magni fi ed.

9: 00: 00 AM

MR. HORAN then turned to HB 24. He provided the follow ng
testinony:

The Kenai Peninsula Borough Assenbly instituted an
appeal filing fee beginning in the 2005 assessnent
year that essentially mrrored that of Anchorage's.
That is, as M. Van Sant stated, a $30 filing fee for
property assessed up to $100,000, a $100 for property
assessed between $100,000 to $500,000, a $200 fee for
t hose properties assessed from $500,000 to $2 million,
and $1,000 for property assessed at $2 nillion or
hi gher. According to Kenai Peninsula Borough code, if
the appeal results in a reduction from the original
assessed value or if the appeal is wthdrawn before
evidence is due to the board of equalization, then the
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filing fee is refunded in full. Additionally, the
appeal fee may be waived based on one's annual incone
as provided by current Health & Human Services poverty
gui delines for Al aska. The filing fee instituted has
resulted [in decreasing] the nunber of frivolous
appeals, as it was intended to do, and has hel ped our
office becone efficient and effective wth the
appraisers in the field canvassing the borough and

assuring equity in assessnent. Pl ease renenber that
in state statute the burden is on the property owner
to prove that the assessment is unequal, inproper,

excessive, or under valued. The many appeals filed in
the past indicating "Oh, the value is just too high."

or "My taxes or going to go up."; or "You raised ny
values too nuch from last year."” do not constitute
sufficient evidence that the value is not reflective
of full and true value. This office, that is the
Kenai Peninsula Borough, as a policy and practice
woul d inspect every appealed property, neet with the
property owner, address the owner's concerns, prepare
and print packets for presentation to the board of
equalization only to find the property owner absent or
not in attendance to present witten or oral
testinmony. The fee, as instituted, gives the property
owner nore responsibility and ownership in the appea

process itself and that which is at stake. Because
this fee is reinbursed to anyone who wins the appeal
or withdraws and because of the hardship waiver for

those that are indigent, | feel that we have nmade
reasonabl e accommodati ons for property owners who have
valid concerns to receive their due process. In
assessnment year 2006, ... Kenai Peninsula Borough did

have 189 formally submtted appeals filed, wth 15
heard before the board of equalization. We col |l ected
approximately $10,200 in fees and retained only
$2, 300. Lastly, | would like to share that we do
of fer, through ordinance, the opportunity for anyone
receiving their assessnent notice to first contact the
assessor's office and we offer an informal neeting
with the assessor or appraiser regarding his or her

assessnent. This itself has been successful in
resol ving nunerous appeals in an informal format. I
feel having no fee, as proposed in this bill, would

not be a sufficient deterrent to those frivolous
appeal s and may consune nore resources than necessary.

9:04: 21 AM
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LARRY SEMMENS, Finance Director, City of Kenai, related the Cty
of Kenai's opposition to HB 23, which wll [I|imt [ocal
government's ability to make |ocal decisions. Furt her nor e,
property tax should be based on market value not on an
artificial calculation that will cause great inequalities wth
property taxes over tine. He requested that the legislature
shoul d be respective of the |Iocal governnent's ability to manage
its own resources. He then turned to HB 24 and noted that he is
a nenber of the Alaska Retirenent Managenent Board where he
| earned fromone of the real estate managers that as a matter of
policy that real estate manager always appeals |ocal governnent
assessnments as a practice. The aforenentioned is good business,
especially if there is no fee. However, the |ocal governnment
faces a great deal of expense in dealing with those appeals,
many of which are frivolous. He cautioned the state with regard
to how the state's actions inpact |ocal governnent's ability to
manage.

9: 06: 48 AM

REPRESENTATI VE NEUMAN commented that he, t 00, hears from
citizens in his district who have to sell their hones because
they aren't able to afford to live in them

9:07: 56 AM

TAMW WLSON, referring to HB 23, said she was gl ad that sonmeone
is listening to residents [of the state]. She related that over
800 properties in the [Fairbanks North Star Borough] have faced
assessnents that have doubl ed. In fact, she noted that her
home, to which she did nothing, increased 54 percent in value.
She highlighted that this past year the [Fairbanks North Star
Borough] had its mll rate decrease, but because the assessnents
i ncreased considerably there was no real savings. Therefore, a
cap may provide a better idea of how nuch the governnent is
spending. She then indicated the need for the state to fund the
senior property tax exenption, which she said she feels the
pressure of funding. "I just think something needs to be done
and maybe this is a good starting point, and | really appreciate
you | ooking at this,"” she renmarked.

9:09: 52 AM
KATHY WASSERMAN, Al aska Municipal League (AM.), acknow edged

that taxes are increasing, but AM. believes there are sone
solutions, including reinstating revenue sharing. In fact, the
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mayors of the Kenai Peninsula Borough, the Minicipality of
Anchorage, and the Mat-Su Borough have commtted to |owering

property t axes i f revenue shari ng IS rei nst at ed.
Municipalities, she related, have lost the ability to bring in
revenue. The only way for municipalities to pay for basic
services are fees and taxes. Therefore, capping those taxes

removes one nore option and thus AM. would hope that the
solution be found outside of HB 23. She then expressed concern
that HB 23 doesn't specify a tinmefrane within which the full and
true value would be realized on any property. She agreed with
nost of M. Van Sant's comments and the inequity that could
ensue under this proposal. Furthernore, she questioned how this
woul d i npact education funding. For all those reasons, AM is
opposed to HB 23, she said.

9:13: 01 AM

M5. WASSERVAN then turned to HB 24. Al t hough she recognized
that communities may need a manner by which to recoup [the cost
of appeals of property taxes], it should remain a |oca
deci si on, she said.

9:13: 50 AM

CO CHAI R LEDQUX, upon determ ning no one else wished to testify,
cl osed public testinony. She then rem nded the conmittee that
HB 23 and HB 24 woul d be held over.

9:14:14 AM

CO CHAIR FAIRCLOQUGH offered to summarize the questions raised
today on HB 23 and HB 24 and distribute them to nenbers for
review and any additional questions, which would then be
forwarded to the sponsor for consideration.

9: 15: 29 AM

REPRESENTATI VE DAHLSTROM noted her agreenment with the intent of
the legislation and expressed the need to allow the joint prine
sponsor to adjust the legislation as he sees fit.

9:16: 13 AM
REPRESENTATI VE SALMON related his experience wth purchasing
property in Fairbanks on which he has done no inprovenents,

whil e the assessnment has increased. This legislation is really
meani ngf ul , he opi ned.
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9:17:49 AM

REPRESENTATI VE NEUVAN inquired as to how Representative Stoltze
woul d view changing the legislation to only speak to residentia
property or a needs-based nmechani sm

REPRESENTATI VE  STOLTZE said that he is open [to any
suggestions]. He recalled the request |ast year from | ocal
governments and the state assessor to have nore tine to work on
this issue, although he never heard anything from them
Therefore, he expressed frustration with the situation.

9: 20: 26 AM

REPRESENTATI VE ClI SSNA said that although people want to keep
their own noney, she was proud to pay property tax because she
saw what her children could enjoy due to it. She related that
she wouldn't take the senior property tax exenption as long as
she can work. She then recalled being in another country with a
lack of a tax base, infrastructure, and services simlar to
rural areas in Al aska. Al though the state nakes a trenendous
anount of revenue, it isn't shared with the |ocal governnents.
Therefore, there's a real inequity in the noney flow In fact,
a lot of private property owners are carrying the load in many
of the communities in the state, particularly those wthout

property or sales tax. This legislation isn't fair to all the
communities and thus nmuch care should be taken when crafting
[legislation] at this Ilevel of governnent. Representati ve

Cissna said that she would be in favor of this legislation if it
was |inked with revenue shari ng.

9:24: 46 AM

REPRESENTATI VE  STOLTZE expressed concern wth regard to
references to "frivolous"” [appeals] because he didn't want
citizen's attenpts to redress governnent characterized so
unilaterally. He then expressed hope to work with the commttee
on this |egislation.

9:26: 44 AM
ADJ OURNMENT
There being no further business before the commttee, the House

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 9:26 a.m
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