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W TNESS REG STER

REPRESENTATI VE SCOTT KAWASAKI

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Spoke as the sponsor of HB 199.

STEVE VAN SANT, State Assessor

Di vision of Community Advocacy

Depart ment of Comrerce, Conmunity, & Econom c Devel opnent

Anchor age, Al aska

POSI TI ON  STATEMENT: During hearing of HB 199 and HB 60,
answer ed questi ons.

WOLFGANG FALKE

Fai r banks, Al aska

POSI TI ON  STATEMENT: During hearing of HB 199, testified in
support of the exenption but suggested that it have no limt.
Al so testified in support of HB 60.

LI SA PEGER

Fai r banks, Al aska

POSI TI ON  STATEMENT: Testified in support of HB 199 and
testified on HB 60.

SHANE HORAN, Assessor

Kenai Peni nsul a Borough

Sol dot na, Al aska

POSI TI ON STATEMENT: Testified in opposition to both HB 199 and
HB 60.

MARTY MCGEE, Assessor

Muni ci pality of Anchorage

Anchor age, Al aska

POSI TI ON  STATEMENT: Testified that the Minicipality of
Anchorage isn't in opposition to HB 199.

LUKE HOPKI NS, Menber
Fai rbanks North Star Borough Assenbly
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Fai rbanks North Star Borough

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 199 and answered
guestions during hearing of HB 60.

JAVEN OSE

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 199 and in
support of HB 60.

TAWM E W LSON

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 199. Testified
that she |liked the <concept of HB 60, but expressed sone
concer ns.

REPRESENTATI VE VI C KOHRI NG

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT:  Spoke as the sponsor of HB 60.

JAMES SKI NNER
W11l ow, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 60.

El LEEN JOHNSON
Wasill a, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 60.

ELEANOR RI ENDL
Wasi |l a, Al aska
PCSI TI ON STATEMENT:  Suggested changes for HB 60.

MARTY MCGEE, Muni ci pal Assessor

Muni ci pality of Anchorage (MA)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified that MOA doesn't support HB 60,
as witten.

KATHY WASSERVAN

Al aska Muni ci pal League

Juneau, Al aska

PCSI TI ON  STATEMENT: Testified in opposition to mandatory
exenptions as would be the case with HB 60.

REPRESENTATI VE BI LL THOMVAS
Juneau, Al aska
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PCSI TI ON  STATEMENT: During hearing of HB 60, offered an
amendment .

ACTI ON NARRATI VE

CO CHAI R ANNA FAI RCLOUGH cal | ed the House Conmunity and Regi onal
Affairs Standing Comrmittee neeting to order at 8:05:57 AM
Representatives Faircl ough, LeDoux, Dahl strom Neunman, and
Sal non were present at the call to order. Representative Cissna
arrived as the neeting was in progress.

HB 199- MUNI Cl PAL PROPERTY TAX EXEMPTI ON

8:07:02 AM

CO CHAI R FAI RCLOUGH announced that the first order of business
would be HOUSE BILL NO 199, "An Act relating to an optional
exenption from nmunici pal property taxes for resi denti al

property."”

8:07:28 AM

REPRESENTATI VE  SCOTT  KAWASAKI Al aska State Legislature,
sponsor, explained that HB 199 changes one nunber dealing wth
local nmunicipalities in Title 29. He highlighted rising

property taxes, adding that the property tax caps in place in
many municipalities do very little to offset rising taxes. One
way to address high property taxes is to offset them with an

exenption. In 2005 [Fairbanks] voters voted to increase the tax
exenption to $20,000, which is the maxinmum level state |aw
al | ows. This legislation, HB 199, would increase the property

tax exenption to up to $100, 000. He acknow edged that there is
a proposed commttee substitute (CS) that would increase the

property tax exenption to up to [$50,000]. Representati ve
Kawasaki said that he favors any increase in the amunt of the
exenpti on. A residential property tax exenption is fair, he

opi ned. He explained that if [a community] is up against a tax
or revenue cap and the sanme level of funding is desired every
year and the comunity exenpts properties, then the mlIl rate
has to increase in order to recoup the cost of the exenptions.
He opined that a residential property tax exenption is fair
because those who are hit the hardest and need the exenption the

nost will keep their noney in town. This legislation and its
conpanion in the Senate are supported by the Al aska Minici pal
League. Representati ve Kawasaki inforned the comrittee that HB

HOUSE CRA COW TTEE -4- May 3, 2007



199 has received w de support. In fact, he said that he hasn't
heard any opposition to the |egislation.

8:11:15 AM

CO CHAIR LEDOUX inquired as to how the $100,000 exenption was
det er m ned.

REPRESENTATI VE KAWASAKI said he believes, upon review of rising
property taxes, that the $100,000 exenption is fair based on the
| evel at which honme values are rising. He related his belief
t hat the $100, 000 exenpti on woul d keep pace with inflation.

CO CHAIR LEDOQUX asked if the sponsor has discussed HB 199 with
those in the business community.

REPRESENTATI VE KAWASAKI pointed out that HB 199 is simlar to
2003 legislation that passed both the House and the Senate. At
that time there was very little opposition. Al t hough the
busi ness community hasn't come out in opposition to HB 199, he
related his belief that the burden will be shifted to higher
val ued hones, those [assessed] above the $400,000 mark. This is
good | egislation because those who need the noney the nost wll
benefit from the exenption while |arge box stores, he assuned,
woul d experience an increase in their taxes and bottom i nes.

8:15: 06 AM

REPRESENTATI VE KAWASAKI, in response to Representative Neunan,
clarified that HB 199 proposes an optional exenption that

provi des second class boroughs and cities another tool. Thi s
| egislation sets the Iimt at $100, 000. If a city decides to
utilize the exenption, the mll rate could rise to that point or

it doesn't have to increase the mll rate.
8:16: 36 AM

CO CHAI R FAI RCLOUGH expl ained that when a conmunity values its
property, there are residential, industrial, and commercial
conmponents. This proposal shifts the cost burden such that all
residents could see a credit that reduces taxes, but doesn't
increase the mll rate because it shifts to the commercial
conponent in that it increases the anpbunt the commercia
conponent is taxed.

8:17:31 AM
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REPRESENTATI VE NEUMAN surmsed that the credit is paid by
soneone el se. He asked Representative Kawasaki if he expects
the City of Fairbanks to reduce residents' taxes by $100, 000.

REPRESENTATI VE KAWASAKI directed attention to the comittee
packet, which includes resolutions requesting exenptions of up
to $100, 000. Represent ati ve Kawasaki explained that a $100, 000
decrease in valuation at 15 mlls would be a $1,500 exenption a
year .

8:19: 15 AM

CO- CHAIR LEDOQUX inquired as to how HB 199 would inpact |eased
property. She further inquired as to whether an individual
operating a snall business out of his/her home would be

consi dered residential or commercial property.

REPRESENTATI VE KAWASAKI pointed out that state law nerely says
that a municipality can exenpt or partially exenpt residential
property. Therefore, he surmsed that it depends upon how the
| ocal municipality decides to address the exenption.

8:20:47 AM

STEVE VAN SANT, State Assessor, Division of Conmunity Advocacy,
Departnment of Conmerce, Conmunity, & Econonmic Devel oprent,
returning to Representative Neuman's earlier question, said that
if a nmunicipality provides an exenption on residential property,

the mlIl rate will have to increase. Al though there will be a
decrease in the taxes of residential property owners, the taxes
will be shifted to nonresidential property such as commerci al,
i ndustrial, vacant |land, and perhaps in sone case to oil and gas
property. The increase in mll rate wll vary depending upon
the exenption. M. Van Sant highlighted that in nost

muni ci palities, only owner-occupied residences receive the
exenption. He then pointed out that the comm ttee should have a
fiscal note from the Departnent of Revenue illustrating a drop
in state revenues in the anmpbunt of $1-$1.5 mllion for an
exenption of up to $50,000. He estimated that the loss in state
revenues for an exenption of up to $100,000 should be in the
range of $2-$2.5 mllion.

8:22:41 AM

CO- CHAIR LEDOQUX inquired as to how a single-famly resident in
which there is a business is taxed.
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MR VAN SANT answered that if it's owner-occupied, the
[municipality] will probably give a partial exenption such that
the exenption only applies to the residence.

8:23:13 AM
CO CHAIR LEDOUX inquired as to why HB 199 would result in a
decrease in state revenues since it provides an exenption for a

muni ci pal property tax.

MR. VAN SANT explained that in the North Slope area, Fairbanks,

Val dez, and Kenai there are state oil and gas properties on
which the state levies a 20 mlIl tax from which the nunicipa
tax is deduct ed. For exanple, if in Fairbanks the mll rate is
15, the state would receive 5 mlls of the oil and gas property
and the borough 15 mlls. If the mll| rate increases to 17, the
extra 2 mlls wll be applied to the oil and gas properties,
which will be deducted fromthe state's share of the 20 mlls
8:.24.:21 AM

REPRESENTATI VE NEUVAN inquired as to how nuch this proposed
exenption would inpact the state's general fund.

MR. VAN SANT specified that when a simlar proposal was brought
up a few years ago with an exenption of up to $50,000, the
estimated cost to the state's general fund was about $1.6
mllion.

8:24: 46 AM

CO CHAIR FAIRCLOUGH said that after discussions with M. Van
Sant regarding the drop in state revenue, she decided to put
forth the proposed CS with an exenption of up to $50, 000. Co-
Chair Fairclough related that the |ocal option aspect of this is
nore palatable to her. She then inquired, "Is there a nexus
point between ... the cost shift from residential property
owners to the taxation of conmmercial and industrial property in
a different way? And is there a tipping point?"

MR VAN SANT highlighted that the growh percentage of
residential property has out paced that of conmmercial property.
Therefore, there has been an abnormal increase in values of
residential property in conparison to commercial property. The
main thrust of |egislation such as HB 199 is to slow that growth
for residential property. Furthernmore, it all depends upon how
the nmunicipalities inplement it. At a $50,000 exenption, those
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properties in the $400,000 range will see an increase in taxes
pai d, depending upon how nmuch the mll rate is increased in
order to make up the loss the nmunicipality realizes.

CO CHAIR FAI RCLOUGH further clarified her question. She pointed
out that l|arge stores, such as Fred Meyer, do use facilities and
muni ci pal services in a manner different than a residential
property owner. The industrial/comercial comunity have a
greater use of the systemthat [all property owners] are trying
to pay for equally. She asked if there's a point at which the
shift [in taxes] is unfair.

MR. VAN SANT rem nded the commttee that the |argest conponent
of any mll rate is the school budget, which typically accounts
for 70-80 percent of the total mll rate. He said that he
hasn't done a study on [such a tax shift].

8:29:27 AM

WOLFGANG FALKE began by characterizing the Gty of Fairbanks as
a glorified service area that isn't taking care of education
since it's a borough function. M. Falke opined that it doesn't
matter whether there's a sales tax or a property tax because if

there's a sales tax, the property tax will decrease. He further
opi ned that Fairbanksans are proud of not paying a sales tax and
thus don't seem to nmnd paying nore in property tax. The

busi nesses are witing off their [property] tax as a business
expense, and therefore that property tax is reflected in the

pri ce. If the property tax decreased, the consumer pays |ess
but has to pay a sales tax, which generates additiona
adm ni strative costs. M. Fal ke said that he's opposed to any

tax that creates nore admnistrative costs. He then opined that
citizens should receive an exenption rather than having an
exenption in the formof a sales tax and a decrease in property
tax because citizens would ultimately pay the property tax
tw ce. They would pay the property tax to the city and
indirectly at the store. He then highlighted Article X of the
Al aska State Constitution, which specifies that the state should
provide for maxinmum |ocal self governnent. Therefore, the
exenption should be in place without any limt and thus he
suggested deletion of the |ast sentence of HB 199. He concl uded
by stating that HB 199 provides a little break from the double
taxati on he expl ained earlier.

8: 35: 05 AM
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LISA PEGER noted her agreement with M. Falke that there
shoul dn't be an upper limt on this exenption because it should
be [left up to] local control. She suggested that instead of
having an upper limt, the $100,000 could be inflation-proofed
by the annual average statew de property assessnment increase.
Ms. Peger opined that she likes HB 199 as it is. She then
highlighted the <continuing financial hardships the average
m ddl e class citizen faces. Ms. Peger charged that politicians
have created inflation by always increasing governnent wages
annually by 3 percent. She then turned to the proposal for a 2
percent cap, which she characterized as not a good idea as it's
artificial, cunbersone, and creates false evaluations. Thi s
legislation is perfect because it allows locals to craft exactly
what they need and vote on it. She informed the commttee that
one problemis related to the growh percentage. She expl ai ned
that in certain cities there isn't enough housing for the influx
of mlitary. I n Fai rbanks, for exanple, the mlitary [housing]
al l ot nent has been increased to $2, 050. Therefore, the average
person isn't chosen for rentals because the rents increase to

the mlitary limt. Ms. Peger, drawi ng upon her experiences as
a landlord, related that the situation has resulted in famlies
trying to live in efficiencies. The demand for housing makes
the valuations real and true. She informed the commttee that

in Fairbanks houses are basically traded 800 tines a year.
However, there are only about 50 trades a year for commerci al
property and thus they don't experience the sane inflationary
pressure of residential property. This is wunfair because
busi ness, comercial, and raw land property valuations aren't
properly taxed. Ms. Peger said HB 199 would shift about 1-5
mlls [in tax burden] to raw | and.

8:43:32 AM

CO CHAI R FAI RCLOUGH rel ated her wunderstanding that politicians'
wages for Anchorage and the state have been frozen for over a
decade.

8:45: 20 AM

SHANE HORAN, Assessor, Kenai Peninsula Borough, provided the
foll ow ng testinony:

On behalf of the admnistration, we do not support

this bill. The mayor believes that if House Bill 199
beconmes law, it wll put undue pressure on the
assenbly to pass an unfunded exenption. Currently,

t he Kenai Peninsula Borough does offer a flat $20, 000
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residential exenption for residential properties that
are owned and occupied as one's primary residence and
per manent place of abode. Addi tionally, according to
Kenai Peni nsul a Borough, one mnust occupy his/her hone
for at |east 183 days per year for which the exenption
is sought. The language of this bill nmerely states "a
muni ci pality may exclude or exenpt or partially exenpt
resi denti al property from taxation by ordinance
ratified by the voters at an election.” | hope your
intent is that it would apply to a hone owned and
occupied as one's primary residence and pernmanent
pl ace of abode. Currently, the assessed val ue of hone
owner -occupi ed primary residences and pernanent places
of abode that are exenpt based on the $20,000
residential exenption in the Kenai Peninsula Borough
amounts to about $185 mllion in assessed value or
approximately $2.2 million in taxes being exenpted or
shifted el sewhere. For exanple, to vacant lots, non
owner - occupi ed homes, industrial, commercial, and our
oil and gas properties. At [the] $50,000 exenption

the assessed value exenpted would approxi mte $452
mllion or about $5.4 mllion in taxes exenpted or
shifted el sewhere. Lastly, this additional avail able
exenption would place political pressure on our
muni cipality to go before the voters at a tinme when
budgets are attenpting to be managed with all due care
and with all due fiscal responsibility. So, wth
that, thank you Madane Chair for your consideration

8:47:41 AM

CO CHAI R LEDOUX opined that usually the mnunicipalities encourage
the legislature not to establish unfunded mandates and to
mai ntain |local control. Therefore, she expressed confusion with
M. Horan's testinony. Furthernore, she recalled that Kenai
provides a 100 percent senior exenption, which is beyond what
t he state mandates.

MR. HORAN confirnmed that Kenai does provide a 100 percent
exenption for seniors. However, he inforned the committee that
the assenbly is currently working to cap its senior exenption at
$300, 000. He related his understanding that the mayor of Kena
nerely wanted to relate that this legislation places another
pressure to pass an ordinance and place it before the people
even though it's an optional exenption.
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COCHAIR LEDQUX related her understanding from a recent
Anchorage Daily News article that Kenai is contenplating placing
the senior property tax exenption before the voters. She
suggested that perhaps coupling this proposed ordinance with a
reduction in the senior exenption could result in a successful
vot e.

MR. HORAN acknow edged that [the proposed ordinance] may help.
He then infornmed the commttee that 60 percent of Kenai's
general revenues are collected from property tax and about 20
percent from sal es tax. Kenai is attenpting to find a bal ance
by reducing the mi|l rate and increasing the sal es tax.

8:50: 24 AM

REPRESENTATI VE ClI SSNA noted her agreenent with the sponsor that
in a state with so many differing conmmunities, an array of
options should be offered. Therefore, she questioned whether
Kenai may need options sonme tinme in the future.

MR. HORAN related his belief that Kenai would like sinplicity
and |l ess options because [nobre] options increase admnistrative
pressure and public frustration.

8:52:43 AM

MARTY MCGEE, Assessor, Minicipality of Anchorage, speaking on
behal f of the mayor, announced that he doesn't oppose HB 199.
He noted appreciation that what HB 199 proposes is a |ocal
option and a public process related to changing the limts on
t he anount of the exenption. M. MGee echoed earlier testinony
that any change to a tax exenption is redistribution of the tax
and thus other taxpayers wll pay nore when another group of
t axpayers i s given an exenption.

8:54: 03 AM

LUKE HOPKINS, Menber, Fairbanks North Star Borough Assenbly,
Fai rbanks North Star Borough, related the assenbly's support of

HB 199, whi ch he characterized as anot her t ool for
muni ci palities. Furthernore, it provides many |levels for public
input at the local level. The passage of this legislation could
provide sone honeowners wth sonme relief from increasing
property assessnents and energy costs. M. Hopkins further

related that earlier this year the Fairbanks North Star Borough
Assenbly supported, by resolution, a request for a $50,000
exenpti on.
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8:55: 50 AM

JAVEN CSE related his opinion that HB 199 basically shifts the
tax burden and creates a situation of hate anongst [those who
receive the exenption and those upon whom the tax burden was

shifted]. Therefore, he suggested that perhaps the exenption
could be forgive. M. Ose recalled the last 50 years, and
inquired as to how many instances of waste there have been. I n

conclusion, M. Ose stated his opposition to HB 199 because it
shifts the bal ance of paynment from one party to another

8:59: 28 AM

TAM E WLSON began by relating her support for HB 199. MVs.
Wlson then informed the commttee that the mll rate in
Fai rbanks has | owered every year since the $20,000 exenption was
est abl i shed. However, she acknowl edged that when there is a

shift such as this, sonmeone pays sonewhere along the line. She
then highlighted the |ocal control aspect of HB 199, and pointed
out that [the exenption in Fairbanks] is 20 percent of the
assessed val ue or $20,000, whichever is lower. Furthernore, the
$20, 000 exenption isn't [utilized] in road service areas and
thus the exenption doesn't place the fire and road services in
detrinment. She opined that the conflict is caused by not being
able to tax/appraise comercial property differently. She
echoed earlier coments regarding the stress created by the
demand for mlitary housi ng. She related that nost
[residential] property values have increased nore than 10-20
percent [in Fairbanks]. Ms. WIson acknowl edged the desire to
have | arge box stores pay nore, but she cautioned the commttee
because small businesses do get caught up in this as well.
However, she pointed out that nost small business owners own
homes and would hopefully be helped by this proposed exenption
in that realm

9:03: 37 AM

CO CHAIR FAIRCLOUGH, wupon determning no one else wshed to
testify, closed public testinmony. She then noted that a CS was
prepared so that the commttee could consider the exenption at
the $50,000 Ilevel as well. She reviewed questions and
suggestions related to HB 199 and suggested that the conmittee
consi der those and any possi bl e anendnents.

9: 05: 03 AM
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REPRESENTATI VE KAWASAKI, wutilizing a pictorial, related that if
the assessnents decrease due to a higher portion being exenpted,
then the mll rates would have to increase in order to maintain
the same I|evel of revenue. The aforenentioned would inpact
communities such as Fairbanks that are at the revenue cap.
Communities that raise nore than the cap would probably decide
whether to increase the mll rate or not. 1In fact, the Cty of
Fai r banks went through a mll rate reduction |ast year, although
they could raise nore since its not at the cap. Representati ve
Kawasaki said he found it bizarre that Kenai wouldn't want a
| ocal option and the local commnity could determine how to
specify the type of property. He noted that not every conmunity
has a property tax. In closing, Representative Kawasaki
expressed his desire to work with the Chair to nake HB 199
better |egislation.

HB 60- MUNI Cl PAL PROPERTY TAX EXEMPTI ON

9: 08: 04 AM

CO CHAI R FAI RCLOUGH announced that the final order of business
woul d be HOUSE BILL NO 60, "An Act relating to and increasing
the nunicipal property tax exenption on residences of certain
seniors and others; and providing for an effective date.”

9:08: 15 AM

REPRESENTATI VE VIC KOHRI NG Al aska State Legislature, sponsor,
explained that HB 60 would increase the property tax exenption
for senior citizens and disabled veterans to $250, 000. The
exenption was originally established in 1985 at the $150, 000
| evel . Representative Kohring highlighted that seniors have
taken a real hit due to inflation, loss of the |ongevity bonus,
and the floundering senior care |egislation. Therefore, he
related his desire to help the seniors by increasing their
exenpti on.

9:12:31 AM

WOLFGANG FALKE said he supports HB 60. He then pointed out that
the law specifies that an application for this exenption nust be
submtted by January 15. Therefore, he questioned whether an
i ndi vidual who turns 65 in May would qualify for the exenption
for the next fiscal year, which begins July 1st.

LUKE HOPKINS Menber, Fairbanks North Star Borough Assenbly,
Fai rbanks North Star Borough, recalled that the borough recently
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passed an ordinance that noved the deadline for exenptions to

April 1st.

MR. FALKE pointed out that HB 60 refers to a state application
M. Fal ke opined that HB 60 proposes a fair increase. Returning
to his earlier question, he enphasized that HB 60 should refer
to an individual who is 65 upon the date of application in order
to clarify when an individual qualifies and avoid the three
different possibilities.

9:18: 42 AM

LI SA PECGER related her understanding that the average hone in
Alaska is [assessed at] $187,000 and in the nation it's
$212,000. Therefore, she suggested that the senior and disabl ed
veteran exenption be increased by no nore than $200, 000 unless
the remaining homeowners are given the $100,000 exenption.
O herwise, the burden of the senior [and disabled veteran]
exenption will be shifted on to the rest of the working class.
She then spoke in favor of inflation-proofing the $100,000
exenption or not having that [limt] at all.

9:20: 05 AM

JAMES SKINNER, speaking at the request of a nunber senior
citizens, related support for HB 60. He informed the conmmittee
that his taxes have increased $60,000 in assessnent in two
years. If his property continues to be taxed at that rate and
HB 60 is in place, he pointed out that he would be taxed in
three years. Therefore, he suggested that HB 60 should be
changed such that every year taxes are increased the exenption
is increased by a conparable anount. He highlighted that
seniors and disabled veterans spend noney in the state. He
concl uded by commented that he doesn't want to be taxed out of
his home, which he opined will happen if the exenption isn't
increased and tied to inflation and the value of the properties.

9:22: 33 AM

El LEEN JOHNSON explained her situation in which there is much
[ newer] devel opnent around her house, which has caused her
property taxes to increase. M. Johnson related her support for
HB 60, which she said would aid her in staying in her own hone.

9:24: 02 AM
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ELEANOR RIENDL related much thanks for the introduction of HB
60. She then inquired as to how nuch land one can own [and
receive the exenption] under HB 60. She suggested that the age
at which this exenption should be available is 65.

9:26: 40 AM

MARTY MCGEE, Municipal Assessor, Minicipality of Anchorage
(M), related that MOA doesn't support HB 60 as witten.
Al t hough the nunicipality doesn't oppose the first $150,000 as a
mandat ory exenption, anything over that should be left as a
| ocal option with voter approval. Furthernore, MOA would Iike
to see an index on the anobunt of value indexed over $150, 000.
He nmentioned that the consunmer price index (CPl) isn't a good
index for real estate val ue. M. MGee related that the mayor
of MOA would like this matter to be on the ballot as soon as
possible if it's enacted as a local option requiring voter
approval .

9:27: 58 AM

CO CHAIR FAIRCLOUGH asked if, <currently, local nunicipalities
can exenpt whatever anount they desire.

MR. MCCGEE replied no, nunicipalities are limted by the current
state | aw. In further response to Co-Chair Fairclough, M.
McGee related his understanding that the Kenai exenption
preceded the enactnent of the | aw.

9:28:37 AM
STEVE VAN SANT, State Assessor, Division of Conmunity Advocacy,

Department of Commerce, Conmunity, & Economic Devel opnent,
pointed out that wunder AS 29.45.050 a nunicipality has the

ability to exenpt all senior <citizen exenption above the
$150, 000, which is how the Kenai Peninsula Borough has exenpted
the total tax of property owned by senior citizens. |n response

to an earlier question, M. Van Sant specified that the
effective date for senior citizens receiving the exenption is
January 1. The tax year for all exenption determnations is
made as of January 1.

9:30: 13 AM
JAVEN OSE related his support for HB 60. He opined that if

seniors are given these exenptions, then they'll stay in the
state. He characterized [HB 60] as a sinple nmatter to anend the
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statute from the current senior exenption of $150,000 to
$250, 000- $300, 000, which would reflect the original intent of
t he | aw

9: 34: 08 AM

SHANE HORAN, Assessor, Kenai Peninsula Borough, related that the
Kenai  Peninsula Borough doesn't support HB 60, which he
characterized as an unfunded nmandate. Based on the current
forecast of the 2007 assessnent rolls, the nandatory exenpted
assessed value for the Kenai Peninsula Borough would increase
from$3.6 mllion to $4.5 million in revenue | ost.

9: 35: 29 AM

KATHY WASSERMAN, Al aska Municipal League (AM.), rem nded the
commttee that AML has stated in its policy that it won't oppose
any optional exenption. However, AM. opposes rmandatory
exenptions as would be the case with HB 60. Based on the
$150, 000 exenption, $39 million is the anount exenpted. If HB
60 were to take effect, even with the governor's $48 mllion for
revenue sharing, it would cost nunicipalities $53 million to put
t he $250, 000 exenption in place. Ms. Wassernman said that AM
doesn't understand why the legislature doesn't address those in
need rather than all those of a certain age. She hi ghlighted
that there has been nuch discussion with regard to the "brain
drain,” which is inpacted by proposed tax shifts from seniors
with noney to young famlies. The AML is all about |ocal
control, and therefore it desires addressing those in need. M.
Wasserman enphasized that the drafters of the original program
realized that in order to exenpt seniors and disabled veterans
and not create tax shift the state would need to agree to pay
the nunicipalities that noney, which the state did. However
the state eventually found that it couldn't provide those funds.
The aforenmentioned is when the tax shifting started. MVs.
Wasserman concluded, "I agree, if some nenbers of the state
think that this is the right thing to do, then | would suggest
that the state, indeed, step out and do that right thing and
fund this bill."

9:38:43 AM

REPRESENTATI VE NEUMAN poi nted out that the state is nmandated to
fund schools, roads, and public safety. He asked if Ms.
Wasserman has cal cul ated the amount of other funds that go to
communities in the state through other capital projects and
revenue-type sharing prograns.
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M5. WASSERVAN said that would be difficult to do because
dependi ng upon where one lives, public safety may or may not
exi st . The AM. hasn't done what Representative Neunan
suggest ed.

REPRESENTATI VE NEUMAN related his assunption that the total [of
other capital projects and revenue-type sharing prograns] would
be nore than $46 mllion

MR. WASSERMAN said that she would agree if he was speaking of

capital inprovenents. However, she pointed out that those
capital inprovenents conme at a cost due to the nmaintenance,
fuel, and heating required to continue them and thus again

rai ses costs to conmunities.

9:40: 11 AM

TAMME WLSON said she likes the idea proposed in HB 60.
However, she expressed concern because in the Fairbanks
Nort hstar Borough there are fire and road service districts.
She explained that nore seniors are staying in the area. In
fact, sone areas are mainly conprised of seniors, which cause
the mll rates to increase in order to keep the roads up to par.
Therefore, those who aren't seniors and don't receive the
exenption have to pay nore. Ms. WIlson opined that revenue

sharing doesn't necessarily help in this situation because the
funds don't necessarily go toward making up the difference in
t he aforenentioned situations. Anot her concern is that if this
| egi slation mandates a certain amount, the comunity can't go
| ower .

9:42: 52 AM

CO CHAIR FAIRCLOUGH, wupon determning no one else wshed to
testify, closed public testinony.

9:43: 35 AM
REPRESENTATI VE BILL THOVAS explained that his amendnment would

after two years [of an increased senior property tax exenption],
grandfather in those seniors receiving the exenption and nake

the senior tax exenption a |ocal option. He further explained
that doing so would provide a tool to assist |ocal comunities
and those [honmeowners] not receiving the exenption. The

proposed anendnent [| abel ed 24-LS0299\ A. 1, Cook, 5/2/07] read as
fol |l ows:
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Page 1, line 1:
Del ete "and increasing the"
I nsert "a mandatory and an optional "

Page 1, line 4, through page 2, line 14:

Delete all material and insert:

"* Section 1. AS 28.10.181(d) is anended to read:

(d) Vehi cl es owned by vet er ans W th
disabilities, including persons disabled in the I|ine
of duty while serving in the Alaska Territorial Guard,
or other persons with disabilities. Upon the request
of a person with a disability that limts or inpairs
the ability to walk, as defined in 23 CF. R 1235.2
the departnent shall (1) register one notor vehicle in
the nanme of the person w thout charge; and (2) issue a
specially designed registration plate that displays
(A) recognition of the disabled veteran if the
applicant's disability originated from the applicant's
service with the Alaska Territorial Guard or the arned
forces of the United States; (B) the international
synbol of accessibility (the wheelchair logo); and (O
if the applicant is a veteran, the Al aska and United
States flags and red, white, and blue colors. A person
who is not otherwise qualified under this subsection,
but who neets the qualifications of a disabled veteran

under AS 29.45.050(i)(2) [ AS 29.45.030(i)], may
register one notor vehicle wthout charge, and the
depart ment shal | i ssue a specially desi gned

registration plate that displays recognition of the
di sabl ed vet eran t hat does not di spl ay t he
international synbol of accessibility and does not
carry with it special parking privileges. For purposes
of this subsection, proof of disability my be
provided by a person licensed as a physician or
physi ci an assistant under AS 08.64 or as an advanced
nurse practitioner under AS 08. 68.
* Sec. 2. AS 29.45.030(a) is anended to read:

(a) The following property is exenpt from
general taxation:

(1) muni ci pal property, including property
held by a public corporation of a municipality, state
property, property of the University of Alaska, or
land that is in the trust established by the Al aska
Mental Health Enabling Act of 1956, P.L. 84-830, 70
Stat. 709, except that
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(A) a private |easehold, contract, or other
interest in the property is taxable to the extent of
the interest; however, an interest <created by a
nonexcl usi ve use agr eenent bet ween the Al aska
| ndustrial Devel opnent and Export Authority and a user
of an integrated transportation and port facility
owned by the authority and initially placed in service
before January 1, 1999, is taxable only to the extent
of, and for the value associated with, those specific
i mprovenents used for | odgi ng purposes;

(B) notw t hst andi ng any other provision of
| aw, property acquired by an agency, corporation, or
other entity of the state through foreclosure or deed
in lieu of foreclosure and retained as an investnent
of a state entity is taxable; this subparagraph does
not apply to federal land granted to the University of
Al aska under AS 14.40.380 or 14.40.390, to other |and
granted to the university by the state to replace |and
t hat had been granted under AS 14.40.380 or 14.40. 390,
or to land conveyed by the state to the university
under AS 14. 40. 365;

(C© an ownership interest of a municipality
in real property located outside the nmunicipality
acquired after Decenber 31, 1990, is taxable by
anot her nmunicipality; however, a borough may not tax
an interest in real property located in the borough
and owned by a city in that borough;

(2) household furniture and personal
ef fects of nenbers of a househol d;

(3) property used exclusively for nonprofit
religious, charitabl e, cenetery, hospi tal , or
educat i onal purposes;

(4) property of a nonbusiness organization
conposed entirely of persons with 90 days or nore of
active service in the arned forces of the United
St ates whose conditions of service and separation were
other than dishonorable, or the property of an
auxi liary of that organization;

(5) noney on deposit;

(6) [THE REAL PROPERTY OF CERTAI N RESI DENTS
OF THE STATE TO THE EXTENT AND SUBJECT TO THE
CONDI TIONS PROVIDED IN (e) OF THI S SECTI ON;

(7] real property or an interest in real
property that is exenpt from taxation under 43 U S. C
1620(d), as anended,;

(7)) [(8)] property  of a political
subdi vi si on, agency, corporation, or other entity of
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the United States to the extent required by federal
| aw; except that a private |easehold, contract, or
other interest in the property is taxable to the
extent of that interest unless the property is |ocated
on a mlitary base or installation and the property
interest is created under 10 U S C 2871 - 2885
(Mlitary Housing Privatization Initiative), provided
that the |easeholder enters into an agreenent to mnake

a paynment in lieu of taxes to the political
subdi vi sion that has taxing authority;

(8) [(9] nat ur al resources in place
including coal, ore bodies, mneral deposits, and

other proven and unproven deposits of valuable
materials laid down by natural processes, unharvested
aquatic plants and animals, and ti nber.

* Sec. 3. AS 29.45.030(j) is anended to read:

(1) One notor vehicle for each [PER] household
owned by a resident 65 years of age or older on
January 1 of the assessnent year is exenpt either from
taxation on iIts assessed value or from the
registration tax under AS 28.10.431. An exenption may
be granted under this subsection only upon witten
application on a form prescribed by the Departnent of
Adm nistration. Nothing in this subsection affects a
simlar exenption from property taxes granted by a
muni cipality on Septenber 10, 1972. The departnent
shal | adopt regulations to inplenent this subsection.

* Sec. 4. AS 29.45.030(n) is anended to read:

(m For the purpose of determning property
exempt under (a)(6) [(a)(7)] of this section, the
followng definitions apply to ternms used in 43 U S.C
1620(d) unl ess superseded by applicable federal |aw

(1) "devel oped” means a pur posef ul
nodi fication of the property from its original state
that effectuates a condition of gainful and productive
present use w thout further substantial nodification
surveying, construction of roads, providing utilities
or other simlar actions normally considered to be
conponent parts of the devel opnent process, but that
do not <create the condition described in this
par agraph, do not constitute a developed state within
the neaning of this paragraph; devel oped property, in
order to renove the exenption, nust be devel oped for
pur poses other than exploration, and be |limted to the
smal |l est practicable tract of the property actually
used in the devel oped stat e;
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(2) "exploration" neans the exam nation and
investigation of wundeveloped land to determne the
exi stence of subsurface nonrenewabl e resources;

(3) "l ease” neans a grant of primary
possession entered into for gainful purposes wth a
determnable fee remaining in the hands of the
grantor; with respect to a |lease that conveys rights
of exploration and devel opnent, this exenption shall
continue with respect to that portion of the |eased
tract that is wused solely for the purpose of
expl orati on.

* Sec. 5. AS 29.45.030(n) is anended to read:

(n) If property or an interest in property that
is determned not to be exenpt under (a)(6) [(a)(7)]
of this section reverts to an undevel oped state, or if
the lease is termnated, the exenption shall be
granted, subject to the provisions of (a)(6) [(a)(7)]
and (nm) of this section.

* Sec. 6. AS 29.45.040(f) is anended to read:

(f) In this section "disabled veteran" has the

meani ng given in AS 29.45.050(i)(2) [AS 29.45.030(i)].
* Sec. 7. AS 29.45.050(i) is anended to read:

(1) A municipality may by ordi nance [ APPROVED BY
THE VOTERS] exenpt from taxation the first $150, 000 of
the assessed value or, if the ordinance is approved by
the voters, the entire assessed value [THAT EXCEEDS
$150,000] of real property, including a nobile hone
whether classified as real or personal property for
ot her muni ci pal tax purposes, owned and occupied as a
per manent place of abode by a resident who is

(1) 65 years of age or ol der

(2) a disabled veteran; for purposes of
this paragraph, "disabled veteran" neans a disabled
state resident who

(A is separated from the mlitary service
of the United States under a condition that is not
di shonor abl e, whose disability was incurred or

aggravated in the line of duty in the mlitary service
of the United States, and whose disability has been
rated as 50 percent or nore by the branch of service
in which that resident served or by the United States
Departnent of Veterans Affairs; or

(B) served in the Alaska Territorial Guard,
whose disability was incurred or aggravated [,
| NCLUDI NG A PERSON WHO WAS DI SABLED] in the line of
duty while serving in the Alaska Territorial Guard,
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and whose disability has been rated as 50 percent or
nore; or

(3) at least 60 years old and a w dow or
wi dower of a person who qualified for an exenption
under (1) or (2) of this subsection.

* Sec. 8. AS 29.45.295 is anended to read:

Sec. 29.45.295. Collection of delinquent taxes on
certain gover nient al property. AS 29. 45. 300 -
29.45.490 do not apply to property taxable under
AS 29.45.030(a)(1)(B) or (C or to federal property
not exenpt ed under AS 29.45.030(a)(7)
[ AS 29.45.030(a)(8)]. A municipality my bring an
action in the superior court to conpel paynent of
property taxes due from the state, nunicipal, or
federal entity if the entity does not pay the anount
due within six nmonths after the date that the taxes
are due.

* Sec. 9. AS 29.45.030(e), 29. 45. 030(f),
29. 45. 030(9), 29. 45. 030( h), 29.45. 030(i), and
29.45.030(k) are repeal ed.

* Sec. 10. The wuncodified law of the State of
Al aska is anended by adding a new section to read:

RESI DENTI AL PROPERTY TAX EXEMPTION TO BE

MAI NTAI NED. Not wi t hst andi ng t he r epeal of
AS 29.45.030(e) - (k) by sec. 9 of this Act, a person
who, wunder AS 29.45.030(e) - (k), was entitled to

receive the benefit of a real property tax exenption
on the day before the effective date of the repeal of
those subsections may continue to obtain a real
property tax exenption for that real property under
AS 29.45.030(e) - (k) as those subsections read on the
day before the effective date of their repeal.

* Sec. 11. This Act takes effect January 1, 2010."

9:45: 33 AM

REPRESENTATI VE NEUMAN asked if Representative Thomas's anendnent
woul d nake the senior exenption optional, whether it's $150, 000
or $250, 000.

REPRESENTATI VE THOVAS replied yes, for the nmunicipalities.
9:46: 43 AM

REPRESENTATI VE THOVAS, in response to Co-Chair LeDoux, clarified

that his amendnent would nake the senior exenption optional to
| ocal governnments after two years.
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CO- CHAIR LEDQUX related her understanding then that [with the
passage of this legislation and the proposed anendnent] the
senior exenption would be an unfunded mandatory exenption for
the next two years and then becone optional.

REPRESENTATI VE THOVAS replied yes.

CO CHAIR FAI RCLOUGH surm sed that Representative Thonmas intends
to provide notice to nunicipalities to take over local contro
and manage the exenpti on.

9:47: 30 AM

REPRESENTATI VE ClI SSNA nentioned that as long as she is able she
wants to pay her property taxes. |If [the amendnent] is adopted,
would it mandate that a |l|ocal community make the senior
exenption mandatory, she asked.

REPRESENTATI VE THOVAS indicated that seniors <could opt to
continue to pay their property tax.

9:48: 53 AM

CO- CHAIR LEDQUX related her wunderstanding that currently the
senior exenption is mandatory on the first $150, 000. She asked
if it's the intention of the anendnment not to increase the
anount of the exenption, but sinply to nmake it optional wthin
two years.

REPRESENTATI VE THOVAS clarified that his anmendnent would nake
the senior exenption [at whatever |evel specified in the
| egislation] a local option after two years.

9:50: 10 AM

CO CHAIR FAIRCLOUGH noted that she had provided the conmittee
with a visual regarding the cost shifting that occurs when there

are properties that receive exenptions. She then infornmed the
committee that in Alaska the average full value of a hone is
$113, 000. Once the oil and gas value is renoved from that

average, the average value of a house ampbunts to $91, 000. She
hi ghli ghted that her docunments list the average price of hones
on the assessed value in various comunities.

9:53:16 AM
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REPRESENTATI VE NEUMAN suggested that the sponsor be given tine
to review the proposed anmendnent and provide coments at the
next neeting on HB 60.

9:53: 24 AM

REPRESENTATI VE THOVAS offered to speak with the sponsor. He
then nentioned the concern [under the current situation] in
whi ch the burden is placed on younger people.

9:54:41 AM

CO CHAIR FAIRCLOUGH requested that the sponsor research what
happens in a down-turn market.

[ HB 60 was hel d over. ]

9:55: 51 AM

ADJ QURNIVENT

There being no further business before the conmttee, the House

Community and Regional Affairs Standing Conmmittee neeting was
adj ourned at 9:55:53 AM
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