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PCSI TI ON STATEMENT: Spoke as the sponsor of HB 356.

STEVE VAN SANT, State Assessor

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

Anchor age, Al aska

PCSI TI ON  STATEMENT: During hearing of HB 356, answered
guesti ons.

JI M ARNESEN, Corporate Lands and Regul atory Manager
Ekl utna, Inc. Board of Directors

Eagl e Ri ver, Al aska

PCSI TI ON STATEMENT: Testified on HB 356.

CURTI S MCQUEEN, Chief Executive Oficer

Ekl ut na, Inc.

Eagl e R ver, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 356.

BARBARA DONATELLI, Senior Vice President

Adm ni stration and Governnent Rel ations

Cook Inlet Region, Inc. (CIRI)

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 356.

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 8:19:31 AM
Representatives Fairclough, LeDoux, GC ssna, and Salnon were
present at the call to order.

HB 356- MUNI Cl PAL PROPERTY TAX EXEMPTI ON

8:19:54 AM

CO CHAI R FAI RCLOUGH announced that the only order of business
would be HOUSE BILL NO 356, "An Act relating to an exenption
from nmuni ci pal property taxes for certain real property that is
exenpt from levy and collection of real property taxes when
conveyed by the federal governnent to inplenent the Alaska
Native Cains Settlenent Act or when conveyed under a |and
exchange aut horized by that Act involving land or an interest in
land that is made exenpt from | ocal property taxes by that Act;
and providing for an effective date.”
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8:20: 20 AM

REPRESENTATI VE BI LL STOLTZE, Al aska State Legislature, speaking
as the sponsor of HB 356, explained that he introduced HB 356
after being approached by Eklutna, Inc., which is the |[argest
private land holder in the Mnicipality of Anchorage. He
directed attention to the fiscal note analysis, which read
[original punctuation provided]:

This legislation would expand the list of property
exenpt from nunicipal taxation to include certain rea
property of native corporations conveyed under the
Al aska Native Clains Settlenent Act (ANCSA) when it is
exchanged with a nunicipality and not |eased or
devel oped.

Wiile this legislation has no fiscal inpact on the

operations of the division, it would have the
potential of creating a positive economc inpact on
local nmunicipalities. It would allow rmunicipalities

and native corporations to exchange |ands w thout
i mredi ate property tax consequences. This exchange of
| ands could expedite developnent of Jlands by the
native corporations in exchange for lands which the
muni ci pality my need for public wuses, such as
recreational uses and public schools.

REPRESENTATI VE STOLTZE highlighted that Eklutna, Inc., owns the
sites of two schools in the area and leases the land to the

Municipality of Anchorage for $1 a year. Land trades are
inportant as illustrated by the Munt Baldy |and swap. However,
Ekl utna, Inc., ends up trading nontaxable property for taxable
property. Eklutna, 1Inc., he related, isn't interested in
selling and developing all of its land, but rather is a small
cooperation |looking to the future. The legislation allows the

Title 29 exenption for sonething that |ocal governnents want to
do.

8:26: 05 AM
CO CHAIR LEDOUX asked if under current law a municipality would
be required to tax the land for which a Native organization

swapped its | and.

REPRESENTATI VE STOLTZE replied yes.
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CO CHAI R LEDOUX surmi sed then that the municipality doesn't have
a choice with regard to whether to tax the property the Native
organi zation receives in a | and exchange.

REPRESENTATI VE STOLTZE clarified that the nunicipality has the
choice wwth regard to accepting the land trade, but exenptions
to tax have to be set in statute under Title 29.

8:28: 43 AM

STEVE VAN  SANT, State Assessor, Departnment of  Commerce,
Community, & Econom c Devel oprment, explained that under current
law unless land is given under the Alaska Native dains
Settlement Act (ANCSA), it can't be exenpt. Therefore, any |and
traded to ANCSA corporations would be taxable. This |egislation
is necessary and clarifies matters for nmunicipalities, the
departnent, and Native organizations. He then explained that
there are no fiscal ram fications because nunicipalities
currently don't pay taxes on their properties and Native
corporations don't pay taxes on undevel oped property or property
that's not | eased. Therefore, under HB 356 if the property is
undevel oped or not Ileased at the tinme of the trade, the
exenption renains.

8:30: 54 AM

JIM ARNESEN, Corporate Lands and Regul atory Manager, EkKI utna,
Inc., Board of Directors, characterized this legislation as an
i ssue of fairness. State law needs to catch up with federa
law, he said. Native corporations have been frustrated for many
years in these situations in which it tries to do sonething good
for a community by trading lands with a municipality, but are
stuck with the tax bill. Ekl utna, Inc., in particular, has
faced this situation due to its |ocation. He related that
Ekl utna, Inc., has had various entities approach the corporation
desiring to trade |and. It doesn't nmmke sense for the
corporation to trade undevel oped | ands on which the corporation
doesn't pay taxes for undevel oped |ands on which it wll have to
pay taxes. The Munt Bal dy exchange is a prinme exanple of the
af orenent i oned.

8. 33:35 AM
CURTI S MCQUEEN, Chief Executive Oficer, Eklutna, Inc., related
that Eklutna, Inc., has 167 shareholders, the majority of which

live in Alaska, in particular in the Minicipality of Anchorage.
He noted that Eklutna owns the land on which five schools sit
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and only charges $10 a year for those. The aforenenti oned
illustrates the conmtnent of the shareholders to education and
grow ng the conmmunity. Eklutna, Inc., is an environnentally
friendly and pro-recreation group as illustrated wth the
participation in the Munt Baldy |and exchange. Shar ehol der s
have becone concerned because the corporation is being solicited
for nore land trades as urban sprawl occurs. In fact, there is
a new housing devel opnent at which a school sight has been set
aside. The school district has asked if Eklutna, Inc., would be

willing to do a land exchange in that situation. Due to the
current situation in which the land that Eklutna, Inc., would
take would be taxable, the corporation can't discuss it. M.
McQueen stated that Eklutna, Inc., is highly supportive of HB
356.

8:37:27 AM

REPRESENTATI VE SALMON asked if the current law applies to the
f ederal government.

MR. MCQUEEN expl ained that currently ANCSA |and trades with the
federal and state governnment are tax exenpt, it's only with the
municipality that it becones taxable. He echoed earlier
information that Eklutna, Inc., is the largest |land holder in
the Municipality of Anchorage, and added that the corporation is
also a significant land owner in the Matanuska-Susitna Borough.
In fact, Eklutna, Inc., has just conpleted its final ANCSA
conveyance selections for an additional 67,000 acres in the
Mat anuska- Susi t na Bor ough. The Mat anuska- Susitna Borough has
indicated that it may be interested in some future land trades
wi th Eklutna, Inc.

8:38: 57 AM
BARBARA DONATELLI, Senior Vice President, Admnistration and

Government Rel ations, Cook Inlet Region, Inc. (CIR), rem nded
the commttee that CIRl is 1 of the 12 Al aska Native regional

corporations created by an Act of Congress in 1971. MVs.
Donatelli related CIRI's strong support for HB 356. She noted
that CIRI is a large holder of ANCSA lands in the Anchorage
vicinity. The lack of an express provision such as HB 356

stands as a substantial barrier to any | and exchange.
8:41:12 AM

CO CHAIR FAIRCLOUGH, wupon determning no one else wshed to
testify, closed the public hearing.
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8:41: 27 AM

MR. VAN SANT related his inpression that the Mnicipality of
Anchorage assessor is currently working on a land trade wth
Eklutna, Inc., and thus suggested that perhaps the |egislation
should be nade retroactive to January 1, 2008. The
af orenenti oned would accommopdate any |and exchange that would
occur this year.

8:42: 06 AM

REPRESENTATI VE STOLTZE said he is anmenable to such a change, if
it's the will of the commttee.

8:43:12 AM

COCHAIR  FAIRCLOUGH inquired as to how the pr oposed
retroactivity would inpact the «current |and exchange wth
Ekl ut na, Inc.

MR. MCQUEEN said that such a change would help trenmendously. He
informed the conmittee that the [proposed |and exchange] went
before voters in 2006, state funding was appropriated in 2007,
and then work began with regard to all the details. The mayor
signed the official paperwork, but Eklutna, Inc., hasn't signed
the final paperwork for this transaction. This |and exchange is
goi ng through the planning and zoning process at the nonent. To
make this legislation retroactive would result in the Munt
Bal dy | and exchange not being a taxable event.

MR. ARNESEN rel ated his support of the proposed retroactivity.
8.45: 14 AM

CO-CHAIR LEDOUX noved that the commttee adopt Conceptua
Amendrent 1, as foll ows:

Page 4, line 1;
Del ete "2009"
| nsert "2008"

There bei ng no objection, Conceptual Amendrment 1 was adopt ed.

8: 45: 58 AM
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CO CHAIR LEDOUX noved to report HB 356, as anended, out of
commttee with individual recomendati ons and the acconpanying
fiscal notes. There being no objection, CSHB 356(CRA) was
reported from the House Community and Regional Affairs Standing
Conmi ttee.

8:46: 24 AM
ADJ QURNVENT
There being no further business before the conmttee, the House

Community and Regional Affairs Standing Conmmittee neeting was
adj ourned at 8:46 a.m
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