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COW TTEE CALENDAR

HOUSE BI LL NO. 23

"An Act relating to a limt on the anmpbunt by which the assessed
value of property nmay be increased for purposes of nmunicipal
property taxation."

- HEARD AND HELD

HOUSE BI LL NO. 24

"An Act prohibiting nunicipalities from charging a fee for an
appeal of a residential real property tax assessnent to the
muni ci pality's board of equalization.™

- HEARD AND HELD
PREVI QUS COW TTEE ACTI ON
BILL: HB 23

SHORT TITLE: LIM T ANNUAL | NCREASE OF MUNI PROP ASSESS
SPONSOR(s) : REPRESENTATI VE(s) STOLTZE, NEUVAN

01/ 16/ 07 (H PREFI LE RELEASED 1/5/07
01/ 16/ 07 (H READ THE FI RST Tl ME - REFERRALS
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01/ 16/ 07 (H) CRA, FIN

02/ 13/ 07 (H) CRA AT 8:00 AM CAPI TOL 124

02/ 13/ 07 (H) Heard & Hel d

02/ 13/ 07 (H) M NUTE( CRA)

06/ 25/ 07 (H) CRA AT 5:00 PM Anch LI O Conf Rm
BILL: HB 24

SHORT TI TLE: PROPERTY ASSESSMENT APPEAL FEE
SPONSOR(s): REPRESENTATI VE(s) STOLTZE, NEUVAN

01/ 16/ 07 (H PREFI LE RELEASED 1/ 5/ 07

01/ 16/ 07 (H READ THE FI RST TIME - REFERRALS
01/ 16/ 07 (H CRA, FIN

02/ 13/ 07 (H CRA AT 8:00 AM CAPI TOL 124

02/ 13/ 07 (H Heard & Hel d

02/ 13/ 07 (H M NUTE( CRA)

06/ 25/ 07 (H CRA AT 5:00 PM Anch LI O Conf Rm

W TNESS REG STER

REPRESENTATI VE BI LL STOLTZE

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Spoke as the sponsor of HB 23 and HB 24.

PAUL KENDALL

Anchor age, Al aska

PCSI TI ON  STATEMENT: During hearing of HB 23 and HB 24,
expressed concern about the large increase in property
assessnents.

LARRY SEMVIONS

Fi nance O ficer

City of Kenai

Kenai, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 23 and HB 24.

KATHY WASSERMAN

Al aska Muni ci pal League

Juneau, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 23 and HB 24.

BRI AN BETTS

Anchor age, Al aska

PCSI TI ON  STATEMENT: During hearing of HB 23 and HB 24,
expressed concern about the large increase in property

assessnents.
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DAVE WOLFE
Chugi ak, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 23 and HB 24.

VI CKY CANTRELL

Anchor age, Al aska

POSI TI ON  STATEMENT: During hearing of HB 23 and HB 24,
expressed concern about the large increase in property
assessnents.

ACTI ON NARRATI VE

CO CHAI R ANNA FAI RCLOUGH cal | ed the House Conmunity and Regi ona
Affairs Standing Comrittee neeting to order at 5:05:50 PM
Representatives Salnmon, O son, G ssna and Co-chairs Fairclough
and LeDoux were present at the <call to order. Also in
attendance were Representatives Chenault and Lynn.

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

5:07:12 PM

CO CHAI R FAI RCLOUGH announced that the only order of business
woul d 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 purposes of nunicipal property taxation." and HOUSE BILL NO
24, "An Act prohibiting nmunicipalities from charging a fee for
an appeal of a residential real property tax assessnent to the
muni ci pality's board of equalization.”

CO CHAIR FAIRCLOUGH infornmed participants that the conmttee
would be taking public testinony today. She  asked
Representative Stoltze to join the conmttee and said the
comm ttee woul d address HB 23 and HB 24 sinul taneously.

5:08: 06 PM

REPRESENTATI VE BILL STOLTZE, Al aska State Legislature, sponsor
of both HB 23 and HB 24, told nenbers both bills are fairly
sinple but have far reaching policy ramfications. He expl ai ned
that HB 23 limts property tax assessments to two percent per
year. He then related his desire is to work with the committee
on conpronm ses and nove this progressive neasure on. He said he
has heard valid concerns about how HB 23 would inpact the
education fornmula so he and his staff have been working wth
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Eddy Jeans and other Departnment of Education staff to address
t hat issue. He then told nenbers that he views HB 24 as a due
process issue related to fees charged to appeal a property tax

assessment. He said he recently helped his nother appeal her
property tax assessnent, which was a conplicated process. HB 24
would elimnate/limt the appeals fee. He appreciated the
commttee’s willingness to take public testinony in Anchorage.
5:12:42 PM

REPRESENTATI VE STOLTZE, in response to a question from Co-Chair
Fai rcl ough, confirnmed that he had requested this hearing.

CO CHAI R FAI RCLOUGH expl ained that these bills were taken up in
Anchorage at this time to take advantage of all nenbers’
presence in Anchorage for the special session. She noted the
commttee does not typically hear bills during the interim but
chose to make that exception because the cost to provide that
opportunity at this tinme is limted.

5:14: 02 PM

CO CHAIR LEDOUX returned to the sponsor’s notion that the appea
process is conplicated and questioned how elimnating the appea
fee will sinplify the process.

REPRESENTATI VE STOLTZE said he doesn’'t believe elimnating the
fee wll reduce the conplexity of the appeal process. He opined
that |ocal governments do not want to go out of their way to
prove their assessnents are correct so that may be the reason
for the conplications.

CO CHAIR LEDOUX asked if a different piece of l|egislation could
be introduced to streanmline the conplicated appeals process and
make it nore user friendly.

REPRESENTATI VE STOLTZE replied one could and that he would be
willing to do anything to help local governnents sinplify the
appeal process for property taxpayers. He acknow edged that he
does not have any ideas at this tine.

5:16: 05 PM
CO CHAIR FAIRCLOUGH invited Representatives Lynn and Chenault to

join nmenbers at the table and opened public testinony on HB 23
and HB 24.
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5:16:42 PM

PAUL KENDALL, an Anchorage resident, said he would like to
testify on property taxes in general.

CO CHAIR FAIRCLOUGH informed M. Kendall that he nust speak to
the legislation before the commttee at this tine and noted HB
23 limts property tax assessnent increases to 2 percent per
year and that HB 24 elimnates fees to appeal property tax
assessnents.

MR. KENDALL told the conmttee that he believes the Anerican
dream of homeownership and individual liberties has been |ost.
The Anerican dream involves working a lifetime to owm a hone.
He related his belief that all property taxes should be
elimnated, at least for hones of 1,000 square feet wth an
attached garage or less, and that another nmethod to fund

government services should be found. He then expressed concern
that the governnent process has becone flawed regarding public
i nvol venent and that the public is sonetines limted to two

mnutes to speak or nenbers take testinony by invitation only.
He said the governnment’s desire for nore revenue at any cost
makes the honeowner very vul nerable. He expressed interest in
hearing further debate on essential services and the description
of a society. He noted that people work all their lives to pay
off a nortgage and then have to pay $3,000 in property taxes per
year in addition to other fees. El ectric, water and gas rates
are increasing. He said he feels famlies are being pushed out
of the home market and that ownership of a single famly honme is
a drive that wunites all people despite race, gender, and
et cetera. He asked the commttee to take a fresh |ook at the
probl em of property taxes.

5:22:55 PM

LARRY SEMMONS, Finance Director, City of Kenai, spoke against HB
23. He believes this type of tax manipulation is ill-conceived
and results in significant inequities in taxes paid by
i ndi vi dual s. It also negatively inpacts a mnunicipality’s
ability to provide services. He related the follow ng exanple
to illustrate his point. The taxes on a $250,000 new built hone
woul d be calculated on the full and true val ue. Under the 2
percent increase limt in HB 23, the assessed value of an
adj acent hone that is nmuch |larger and has a fair market val ue of
$400,000 with no recent inprovenents would be Ilimted to
$200, 000. The result is that those two honmeowners would pay a
significant difference in property taxes. Many conmunities in
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organi zed areas in Alaska rely on property taxes to pay for

services. |If HB 23 is adopted, assessed values will grow slowy
and cause nunicipalities to increase ml| rates, cut services, or
find other sources. Taxation in general is not a popular

concept but services aren’t free and the costs of doing business
are increasing. He comented that it is unlikely that the state
will step in and help with the loss of revenue if this
| egi sl ati on becones | aw.

MR. SEMMONS enphasi zed that the inpacts of this legislation wll

be very difficult for nmunicipalities to deal wth. Simlar
| egi slation has been enacted in other states w th unpleasant
results. He said HB 23 is an inpedinent to devel opnent since
taxation on new construction would be much higher than on
exi sting structures, putting devel opers at a disadvantage. He
noted residency and other statutory exenptions already exist
that deal wth problenms associated with honme values. He
i ndicated property taxes are a local issue and encouraged the
Legislature to |eave that issue alone. Regarding HB 24, M.

Semrmmons said he supports nunicipal efforts to limt frivolous
appeals and believes that many nunicipalities with fees should
refund those fees to successful appellants.

5:27:17 PM

REPRESENTATI VE OLSON asked about the fiscal inpact to the Cty
of Kenai should HB 23 and HB 24 pass.

MR. SEMMONS said over a 10-year period, using the current rates
of property inflation, which have been 12 to 15 percent 1in

Anchorage, the kind of disparity that he previously illustrated
woul d occur and the ability to generate property taxes would dry
up or stay flat at best. He noted that property tax increases
vary from year to year but, in nost years, property values
i ncrease nore than 2 percent. He suggested that nunicipalities
will be forced to raise the tax rate or find another revenue
sour ce.

CO CHAIR FAIRCLOUGH noted that Steven Van Sant and Ron Brown
from the state assessor’s office were present and available to
answer questions after public testinony is concl uded.

5:29:35 PM
KATH E WASSERMAN, Al aska Muni ci pal League (AM.), said the AM. is

adamantly opposed to HB 23. She rem nded the committee that
al though the press release for this hearing stated it was being
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held in Anchorage to be closer to those affected by increasing
property taxes, alnbst every borough and first class city
t hroughout the state |evies property taxes. She opined that HB

23 will wunfairly shift the property tax burden to businesses
because the need for revenues from property taxes wll not
di mnish, which will relay a terrible nessage to businesses.

She expressed the need to think of the repercussions HB 23 nmay
have related to education funding because |ocal school

contributions are based on property tax assessnents. She
guestioned who would cover the shortfall and cautioned that
muni ci palities wll be forced to increase ml rates. She said

the state provides for senior citizen property tax exenptions up
to $150, 000. She said this bill will devastate municipalities.
The residents need for services directly results in property
t axes.

M5. WASSERMAN then turned to HB 24, and said taking away an
appeal fee will not Ilessen the hoops an appellant will have to
junp through. She pointed out that only three communities in
the state charge an appeal fee and those fees are very, very
| ow. The Ketchi kan Gateway Borough does not charge a fee unti
a second appeal has been filed. Anchorage and Kenai charge $30
on the first $100,000 of value and $100 for up to $500, 000 of
val ue. She asked the conmittee to think carefully about these
bills as they could be very problematic for comunities. She
rem nded nenbers that property taxes fall under the jurisdiction
of | ocal governnents.

5:33:59 PM

CO- CHAIR FAIRCLOUGH rem nded participants that the commttee
cannot take action on this legislation during the interim and
that the bill is being heard at this tine as a courtesy to a
fell ow Representative.

5:34:43 PM

BRIAN BETTS (ph) related he noved to Anchorage in 2005 and
purchased a house for $85,000 that had been vacant for two
years. The house had no running water or heat, the roof |eaked
and it sat on house |acks. However, the city increased the
property’s value to $140,000, an 85 percent increase in one
year, with mninmal inprovenents. He paid $100 to appeal the
i ncrease. The property value was decreased to $122,000 and
| ater decreased to $117,000, which is still a 40 percent
increase for a hone that sits on floor jacks with no furnace and
a |eaking roof. He has been taken aback by the city's
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arr ogance. He is very upset about that increase and believes
the $100 appeal fee should not be charged.

5:38: 09 PM

REPRESENTATI VE LYNN asked M. Betts where his property is
| ocat ed.

MR. BETTS said his property is |located in Spenard.
5:38:29 PM

DAVE WOLFE (ph) told nenbers he has lived in the Chugiak area
for the last five years and lived in Anchorage prior to that.
He has owned two hones; one in Anchorage and the Chugi ak hone he
now lives in, which he purchased in 2002 at an assessed val ue of
about $200, 000 at that tinme. In 2007, his home was assessed at
$300, 000. He has six children, two are foster children. He is
in the mlitary so he does not have a lot of control over a
salary increase and paying his increasing property tax bill has
been difficult. He said the 2 percent increase limt in HB 23
is attractive since his property value increased 13 percent from
"05 to '06 and another 10 percent the follow ng year. That 23
percent increase includes a $20,000 tax credit offered by the

city last year. He said the increase in his hone’s assessed
value from 06-07 totaled alnmost $30,000 with no visible
i nprovenents. The cost of an appeal has deterred him from

filing one, as well as the danger of allow ng an assessor in the
house. According to the city, his hone now has an extra bedroom
and chi mey. He said he would like to have those features
removed fromhis bill but does not want to go through an appeal.
He commented that property tax increases in Anchorage are out of
control so any nmethod to limt those taxes should be taken
advant age of. He related that he knows several famlies that
left Alaska in 1998 and 1999 and cannot return to Anchorage
because of the increase in home values and property taxes,
al t hough they would Iike to.

5:43: 19 PM

CO CHAI R FAI RCLOUGH nentioned that Rex Shattuck, Representative
Neuman’s chief of staff, was present. She then told M. Betts
that the House Community and Regional Affairs Standing Conmittee
passed a bill out of commttee that would increase the anmount of
the tax exenption that l[ocal conmunities can offer from $20, 000
to $50, 000.
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5:43: 50 PM

REPRESENTATIVE CISSNA said she has traveled to various
communities around the state to look at health issues and has
found that people are having a tough tinme economcally.
However, the increased value of a honme creates a nest egg at
retirenent. She asked M. Wlfe if he has considered that
benefit and whether he has |ooked into further exenptions for
foster parents.

MR. WOLFE acknow edged the increase in value is a nest egg and
that he has sought exenptions. He said as a nenber of the
mlitary, he will eventually be stationed outside of Al aska but
plans to return. He will probably hold on to that hone.

REPRESENTATI VE  STOLTZE |jested that he finally found a
constituent who likes his bill and that constituent is noving
out - of - st at e.

5:47:48 PM

VI CKY CANTRELL, an Anchorage resident, informed nenbers that
since 2004, the assessed value of her honme has increased 70
percent, or $245, 000. She noted that she just reached the age
of 65 so was not able to take advantage of the relief provided

for senior citizens when that increase went into effect. Her
tax bill in 2004 was $5700; it is now $8700, which neans she
pays alnost $800 per nonth in property taxes to live in her
hone. She related that she has lived in the house since 1972

and is now retired. She further informed the conmttee that the
only major inprovenent was to fix a |leaking roof. She nentioned
that her two sons who live in town, but neither can afford to
take the honme because of the high cost of heat and ot her costs.

5:50: 47 PM

CO CHAI R FAI RCLOUGH thanked Ms. Cantrell for her service as the
deputy nunicipal clerk at the Minicipality of Anchorage. She
then noted with no further testifiers, public testinony was
cl osed on both bills.

5:51:17 PM
REPRESENTATI VE CI SSNA related her understanding that property
taxes are based on the assessed value of property, but the

private sector has its own process of assessing property val ue.
She said the real estate appraisal of her home is nuch higher
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than the municipal property tax assessnent and asked what the
standard difference is between nmunicipal assessnents and real
estate apprai sal s.

5:52: 57 PM

STEVE VAN  SANT, State Assessor, Depart nent of Conmrer ce,
Community, & Econom c Devel opnent, explained that assessnents
are statutorily required to represent market val ue. Property
values in Anchorage and the WMat-Su Valley have increased
astronom cally over the |ast several years. Most rmuni ci pal tax
assessnments for residential properties are fairly close to the
mar ket val ue; however there will be extremes in the difference.
In Anchorage, property assessnents are about 90-95 percent of
mar ket value in general. Anchorage assessors attenpt to val ue
100, 000 properties each year and it is inpossible to get exact
values of all properties. Al aska is a nondisclosure state so
getting nmarket data is not always easy. Assessors often get
data from appeals. He said assessed values reflect what the
market is actually doing so that an assessnment may increase
substantially when the assessor finds the sales prices are mnuch
hi gher than originally assuned.

MR. VAN SANT said the bottom line is in sone situations the
assessed value is lower than market value; however wth
residential property that value is wusually very close. He
remar ked that assessors do not try to dictate market val ue; they
try to reflect what the market is actually doing.

CO CHAIR FAI RCLOUGH acknow edged that Kelly Huber, staff to
Representative Dahlstrom had been present for the entire
nmeet i ng.

5:56: 31 PM

REPRESENTATI VE STOLTZE thanked the commttee for holding the
heari ng. He told M. Semmons of the City of Kenai that it is
not his intent to create an inequity with HB 23. He said
inequities have been created by uncontrollable market forces,
especially in Anchorage and the Mat-Su Borough. He said his
goal is to shake things up to force people to | ook outside of
the box for solutions because he believes sone entrenched
interests in local governnents have an interest in rmaintaining

the status quo. He said he does not believe any citizen who
redresses a concern wth governnent by using the appeal process
is acting in a frivolous manner. He questioned what is nore
inportant to the average American than that person’s hone. It
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is a mjor life investrment for nobst people so he objects to the
term “frivolous appeal.” He is not interested in starving |oca
governnments or honmeowners but in finding a bal ance.

REPRESENTATI VE STOLTZE said he is trying to get to a rationa

solution and that he is not wed to a 2 percent limt. He
commented that the circuit breaker concept is interesting and a
concept on which he would |like to hear public testinony. He

expressed his desire to get sonme novenent in this area because
the average honeowner is facing serious challenges related to
increased property taxes and energy costs. Representative
Stoltze said although he has heard the citizens’ initiative in
California has created an awful experience for Californians, he
has heard no talk of repealing that initiative so he assunes
citizens are sonewhat satisfied at putting a choker chain on
gover nnment spendi ng. He related his preference to address this
issue through the commttee process rather than with a ballot
box initiative.

6: 02: 56 PM

REPRESENTATI VE CI SSNA agreed with Representative Stoltze about
the inportance of her home to her and said she was anong the
wor ki ng poor for the nost part while she paid it off. She
expressed concern about HB 23 and HB 24 because she has visited
52 Al askan conmunities and, in conparison, Anchorage residents
live wonderful Iives because their nunicipal governnment provides
good roads and schools. Many of the communities she visited are
having a hard tinme surviving, which is forcing people into
hopel ess situations. She said mnunicipal governnents are failing
the fastest. Alaska needs those governnments to function to make
it possible for residents to be able to renmain in their towns.

6: 06: 06 PM

CO CHAIR LEDOUX said so many of the struggling communities are
smaller and don’'t have a tax base for property taxes.
Therefore, she opined that Representative GCissna’s conmment
expresses a need for revenue sharing because the value of the
property just isn’'t there to tax.

CO- CHAIR LEDOUX said she is convinced that a property tax
probl em exists but she is not sure that HB 23 and HB 24 are the
solutions. She said if a person invests $50,000 in property and
ends up with a nest egg worth $300, 000, the person would have to
pay annual property taxes on the increased anount. However, if
a person invested the $50,000 in the stock market and the val ue
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of the stocks increased to $300,000, that person would only have
to pay taxes on the profit when the stocks are sold. She
reiterated her suspicion that these bills are not the answer
but, at this point, she doesn’'t know the solution. She said she
bel i eves property tax is an inherently unfair tax particularly
when conpared to stock investnents.

6: 09: 07 PM

REPRESENTATI VE STOLTZE expressed his desire to work on this
| egislation and develop a draft that addresses sone of the
concerns expressed. Regardi ng Representative Cissna’ s renarks

he said many rural areas do not have strong economes, which is
a different problem that needs to be addressed. He opined that
a mll rate increase is preferable because the public process is
nore transparent than the assessnment increase process. He said
elected officials nust nmake a conscious transparent effort to
raise ml rates while unelected officials increase taxes through
assessnents. That is a fundanental policy concern for him He
t hanked the commttee for the dialog and said he would continue
to pursue creative sol utions.

6:12:56 PM

CO CHAIR LEDOUX remarked that one possibility is to prohibit a
muni ci pality from raising property taxes w thout voter consent.
She thought the State of Oregon had such a | aw

6:13: 54 PM

CO CHAI R FAI RCLOUGH t hanked Representative Stoltze for bringing
the legislation forward and said everyone can relate to the
burden caused by property tax increases. She said her own
property value has increased dramatically in three years. She
related her belief that Representative Stoltze has al ready nade
a difference by bringing this legislation forward because the
committee recently heard an extensive presentation from the
Muni cipality of Anchorage (MOA) about its appeals process. The
MOA now tries to first assure that conplaints are taken care of
at the counter, which has nmade a big difference in the nunber of
appeals that did not nove forward and decreased the city' s work
| oad.

CO CHAIR FAIRCLOUGH said she has contacted the MOA May or
Begich wote in an editorial that he would be agreeable to a
$200, 000 exenpti on. That is a local option that could be
i npl emented right now. She said the conmttee has heard
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testinmony, particularly from people in the Kenai-Sol dotna area
about the challenges that their municipality is facing in trying
to curb assessnents because it has an unlimted exenption. This
committee is trying to balance the needs of citizens with the
revenue needs of |ocal comunities. As Representative LeDoux
suggested, the legislature could ook at repealing full and true
val ue. She expl ai ned:

Because that has been part of the chall enge now and as
we increase property tax values at true and fair
mar ket value, the city of Anchorage, | can't speak to
other areas ... has a decreased hit at every exenption
that we have and so previous public testinony before
this commttee has talked about full and true value
and how that is affecting the local school districts
and the inpact of the state not stepping up to the
plate and actually funding sone of the unfunded
mandates that we require cities to do at a state |evel
and so those are certainly opportunities that we can
go back and | ook at.

We appreciate you bringing these forward. W have
heard, this conmttee has noved one of the bills that
could, if it passes, reduce property taxes. It is
nore of a shift on to commercial property to pick up
the burden for nunicipalities and that 1is the

voluntary $20,000 exenption noving to $50, 000. That
we have discussed and that, with our state assessor
talking about the circuit breakers and we have - |
have called the Minicipality of Anchorage, especially
for our seniors that are carrying hones or anybody who
is carrying a home that is going to |ose that
i nvestment because of property taxes. The state |aw
does allow an appeals process with particular criteria
that you neet so that you wouldn’t |ose your hone and
that you would only pay a certain percentage in
conmparison to your actual annual salary and so there

are ways. The Minicipality to date has not been
receptive to noving that forward. I have sent
multiple e-nmails telling them that Mt-Su, | believe,
has that one in place so that their ... constituents
who have invested in real property would not |ose that
because of taxes taking that away. The conmittee is

handling many things that affect comunity and
regional affairs but it is a balancing job that we
take very seriously and this is the second tinme that
we’ve heard this. | expect the debate to continue
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with what is best for individuals. So thank you all
for joining us this evening.

[HB 23 and HB 24 were held over.]

6:18: 40 PM

ADJ QURNIVENT

There being no further business before the commttee, the House

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 6:18:45 PM
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