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ACTI ON NARRATI VE
8:03: 30 AM

CHAIR CATHY ENGSTROM MJUNQZ called the House Conmunity and
Regional Affairs Standing Committee neeting to order at 8:03
a.m Representatives Austerman, Foster, Gardner, and Minoz were
present at the call to order. Representatives Dick and Cissna
arrived as the neeting was in progress.

HB 264- MUNI PROPERTY TAX DEFERRAL: SUBDI VI SI ONS

8:03:48 AM

CHAIR MUNQZ announced that the first order of business would be
HOUSE BILL NO 264, "An Act allowing a deferral of nunicipa
property taxes on the increase in the value of real property
attributable to subdivision of that property; and providing for
an effective date."

8:03: 52 AM
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CHRI STOPHER CLARK, Staff, Representative Minoz, Alaska State
Legi sl ature, speaking on behalf of the sponsor, Representative
Munoz, paraphrased from the followng sponsor st at enent

[original punctuation provided]:

Passage of House Bill 264 will give municipalities the
option to provide an incentive to develop land for
housing by deferring for up to five years a property
tax increase associated with subdividing a piece of
property into three or nore parcels.

The neasure would give nunicipalities the flexibility
to defer increases in property taxes on subdivided
parcels wuntil a lot is sold or a city grants a
building permt for that piece of property. It would
allow a local governnment to adopt the optiona
deferral for all or a portion of a subdivided portion.
It would et a nunicipality decide the ternms of paying
the tax deferral and when those paynents woul d be due.

Supporters of this neasure say it would renove a
di sincentive for developing privately owned property
by holding taxes at the undevel oped |and value unti

i nprovenents occur that lead to a parcel’s being
devel oped and sold - thus becom ng nore val uable and
capable of generating nore revenues for | ocal
governments that choose to exercise this option

The purpose of the bill is to encourage |and
devel opnment for nore housing and |et |ocal governnents
deci de whether a property tax deferral wll benefit
t hem

MR. CLARK then noted his appreciation for how this |egislation

was drafted. Section 1 creates the proposed tax deferra

and

when it would expire. The property tax deferral could |ast up

to five years, but would end for a particular parcel after
sold or the nunicipality grants a building permt for it.
noted that there wll be an anendnent to address the fact
not all boroughs in Alaska issue building permts. He
poi nted out that HB 264 provides for an effective date of
1, 2012.

8:07:13 AM
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REPRESENTATI VE FOSTER asked if this proposed property tax
deferral is primarily for residential property versus commercia

property.

MR. CLARK answered that although it <could be either, the
sponsor's intent is to focus on residential property.

8:07:54 AM

REPRESENTATI VE FOSTER inquired as to whether there is a tracking
mechanismto ensure the first five years of the property tax are
deferred correctly to taxes. He then nentioned the tine value
of nmoney and questioned whether that has been taken into
account .

MR. CLARK responded that in sonme ways how to defer and inpl enent
the property tax deferral is being left to the nunicipalities
The | ocal governnment of Juneau seened to be receptive to that
flexibility.

8:08: 58 AM

REPRESENTATI VE GARDNER poi nted out that backup material in the
commttee packet speaks to the need for residential housing and
the need to make it easier [to develop], but there is no such
docunent ation for commercial properties.

CHAIR MJUNQZ related that comrerci al property is a broad
application that includes conmercial rentals, honmes that could
be rented, and subdivisions that are m xed/ nmultiple use.

8:09: 59 AM
ALAN W LSON, Chair, Juneau Affordable Housing Comm ssion, noting

that he is also a builder in Juneau, informed the commttee that
the Juneau Affordable Housing Comm ssion was forned in 2007 to

address the tight housing situation in Juneau. The Juneau
Assenbly established the group for three years, during which the
conmm ssion was then changed to be an ongoing conm ssion. M .

W son enphasized that housing is a conplex problem and thus
the conm ssion has reviewed the issue from various angles wth
Sonme success. The conmm ssion has reviewed how to notivate the
private sector while acknow edging the land costs, devel opnent
costs, and construction costs all of which anmobunt to the cost of
a house. In 2010, the Juneau Affordable Housing Conmm ssion's
anal ysis found the need for 343 housing units in Juneau to reach
a 5 percent vacancy rate. The aforenentioned breaks down to 205
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single famly honmes with an entry level price of about $250, 000
as well as 138 nulti-unit residences. M. WIson pointed out
that providing nunicipalities the ability to defer the costs of
land fromthe front of the project to the end of the project can
make a substantial difference. He told the conmttee that tools
such as the proposed deferral are used in various parts of the
country, albeit in different ways. In the five years working
with the Juneau Affordable Housing Conm ssion, M. WIlson said
that HB 264 is the first private sector based proposal. He
i ndicated that nonprofit devel opers are good at utilizing cheap
nmoney while the private sector is not. He characterized HB 264
as a nmmjor step for obtaining affordabl e housing in Juneau.

8:14: 34 AM

REPRESENTATI VE AUSTERVMAN asked if a nunicipality's ability to
divide into service districts is presuned, although it isn't
specifically spoken to in HB 264.

MR. WLSON said that in discussions with Juneau' s planning and
revenue departnents, those sorts of concepts were discussed.
The sentinent was that there was enough flexibility to
acconpl i sh such. The di scussions progressed to the extent that
there was the belief that incentives could be given to targeted
sect ors.

8:15:32 AM

CHAIR MUNQZ requested a real exanple of devel opnent seeking to
subdivide a parcel into six to eight lots and the carrying cost
wi th additional taxation after devel opnent.

MR. WLSON deferred that question to others present.
8:16: 07 AM

REPRESENTATI VE CISSNA highlighted the varying situations in
Al aska and inquired as to how nmany conmunities M. WIson would
estimate the proposal in HB 264 woul d worKk.

MR. WLSON informed the conmttee that since the introduction of
HB 264, he has been surprised with how many communities have
expressed interest. In fact, after presenting this proposal to
the Al aska Honebuilder's Association about a nonth ago, he was
further surprised to hear Interior builders expressing interest,
particularly in terms of commercial land. He opined that it's a
| arger need than is known. M. WIson told the commttee that
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the deferral of nmunicipal property taxes is a common, often-used

tool in the Lower 48. He characterized HB 264 as an econom C
sti mul us.
8:18: 38 AM

REPRESENTATI VE Cl SSNA expressed the need to keep a log of this
process because it may be applied in other |ocales that haven't
been devel oped or have had federal housing devel opnent.

MR. WLSON confirnmed that the comm ssion keeps good records and
it has been at the forefront of developing new tools. Wi | e
some concepts nmay be new to Juneau, they're not always new
el sewhere.

8:20:52 AM

DARRELL BOURNE, President, Interior Alaska Building Association

said that as a 30-year building contractor in Fairbanks, he
supports HB 264. He told the conmttee he is a partner in a 52-
acre subdivision that sits on a paved road that is a 10-m nute
drive from Fairbanks and for which all the roads and nost of the
power were conpleted five years ago. There are 18 river lots on
which he wants to build hones for package sal es. In 2007, 10
| ots were subdivided on a cross street that travels through the
subdi vi si on. The intention was to build on those 10 lots and
subdivide 10 nore lots in order not to pay the high tax on the
i ndi vi dual divided |ots. However, due to the downturn in the
econony in the last five years only three houses have been sold
and six lots for which he has to pay full borough taxes remain.
M. Bourne told the commttee that there are the following two
types of buyers. Most honebuyers are on a fixed and limted
income and want a nice hone, but aren't very particular in terns
of the location of the hone. There are also honebuyers who want
to live in a particular location, such as the Chena River, and
have the noney to nake it happen. He related that in the | ast
five years, he has mssed five sales because he hasn't had a

river |ot available. M. Bourne said that he can't afford to
subdivide the river lots and pay the taxes on them because if
they didn't sell for sone tine, it would cost too nuch. |If the

borough adopted this anendnent as proposed, he could nove
forward easily to provide nore sal eable honme | ot packages on the

river. He told the committee that if HB 264 passed, he was
confident he and his partner would subdivide eight or nore lots
on the river and accomopdate people who are waiting. The

af orenenti oned would be a great economc boost to his business
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and eventually place nore hones in the borough's tax base. I n
concl usion, M. Bourne encouraged the passage of HB 264.

8:24:45 AM

REPRESENTATI VE GARDNER inquired as to the residential housing
vacancy rate in Fairbanks, Al aska.

MR. BOURNE responded that he didn't know.
8:25:05 AM

DAVE HANNA rel ated his support for HB 264. He then inforned the
commttee that it can be a fairly lengthy process to bring
online a new subdivision, particularly in an area where
avai l able land is lacking and |and costs are high. Once land is
obtained, a jurisdictional determnation, which requires a
botani st, regarding how nuch of the property is wetland is
per f or med. Afterwards, the U S. Corps of Engineers has to
approve the jurisdictional determ nation. Also, geologists have
to be hired to perform a topographical survey and sonetines a
traffic study is necessary. Moreover, engineering is often
i nvol ved. M. Hanna related that often it takes one to two
years before one is even ready to apply for a permt to devel op
a subdivision. During this tine, a developer has spent |ots of
noney, sonetimes hundreds of thousands of dollars. Even after
applying for a permt, there can be lots of revi ew.
Furthernore, adjacent |[|andowners can bring up concerns that
del ay the process. M. Hanna highlighted that the land is being
devel oped because there is demand/need for it, but tine passes
during the aforenentioned processes. Once the permt is
received and the plat is recorded, the property taxes increase.
Unfortunately, what frequently happens is that during the tine
in which it took to conplete the process for devel opnent, the
mar ket di sappears; as was exenplified by M. Bourne's situation

Not only is sonmeone in this situation paying interest on noney
that m ght have been borrowed, but he/she is paying increased
property taxes on lots that can't be sold. He nentioned that
for sonme such a situation doubles the carrying costs. He then
directed the commttee's attention to a docunent entitled
"Ram fications of Proposed Tax Legislation" that provides a
rough exanple of what results under the existing tax structures
and what could result if taxes on newy developed |lots were
abat ed. M. Hanna related his observation that there was only
one letter in opposition to HB 264, which was from the Al aska
Muni ci pal League (AM). The letter from AM. related that the
devel oper could just elect to wait to develop property until
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[there is demand]. Waiting until the demand is present isn't an
option for developers because by the tinme the subdivision is
online, the demand may very well be gone. Therefore, there
needs to be additional incentives so that devel opers begin the
process prior to the demand/ need. There has been a lot of
support for the proposal in HB 264, including from the Juneau
Assenbl y. In conclusion, M. Hanna urged the conmmittee to
strongly consider approving HB 264 because there is a need in
many of Al aska's snmall communiti es.

8:31:23 AM

REPRESENTATIVE CISSNA related that in Anchorage she has seen
| arge devel opnents constructed w thout considering the |[|arger
picture and planning for it. Wth regard to river front
property, she surmsed that one would want to maintain sone
sense of the environnent prior to construction, such as wth
public spaces, in order to keep the val ue high. He inquired as
to whether there is a manner in which to integrate planning in a
way that is supportive of people being able to develop land in a
gual ity fashion w thout going broke.

MR. HANNA stated that the aforenmentioned is exactly what HB 264
can help address because it provides broad flexibility to
muni ci palities in terms of how it's applied. In  many
muni ci palities down South, simlar tax incentives are used to
encourage in-field developnent, planned wunit devel opnent, or
| ar ger park spaces. This legislation, he opined, would provide
muni ci palities a tool to have devel opment occur in their area as
they see fit.

8:34:17 AM

REPRESENTATI VE FOSTER, referring to the docunent entitled
"Ram fications of Proposed Tax Legislation" provided by M.
Hanna, inquired as to the nunber of |ots upon which the exanple
i s based.

MR. HANNA answered that the exanple used an average of 56 | ots.
The exanple illustrates how bringing property online sooner
provides a net revenue increase for the nunicipalities. He
characterized HB 264 as a stimulus for increased cash flow to
muni ci palities.

CHAIR MJUNQZ, in response to Representative Foster, explained
that AML isn't present today, but was invited and aware of the
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neeting. She offered to ensure that AML is present at the next
nmeeti ng on HB 264.

8:36:17 AM

DAVI D OVENS, Legislative Chair, Al aska State Honebuilders
Associ ation, related support for HB 264, which he opined is a

great option for municipalities and devel opers. He further
opi ned that [Al aska's] econony needs to be stinmulated and do so
in as innovative a nmanner as possible. This legislation is a

step in the right direction.
8:37:23 AM

FRED MARINO (PH), D.J.G Developnent, stated that real estate is
a commodity and should be treated |ike other comvodities, and
thus shouldn't be taxed until it's sold. He opined that no
matter the location in Al aska, the devel opnent process would be
assisted by the proposal enbodied in HB 264.

8:38:27 AM

REPRESENTATI VE GARDNER poi nted out that in Anchorage there is an
inventory tax that's payable annually. Al though she didn't know
the rate, she knew it has to reach a certain threshol d.

MR. MARI NO highlighted that Anchorage's inventory tax isn't 100
percent on value, whereas these real estate taxes are 100
percent on val ue. He then suggested that [devel opers] would be
willing to invest in comrercial or residential property
devel opment, if they knew for five years they would have the
opportunity to fluctuate with the econony and build housing
wi t hout additional taxes.

8:40:10 AM

M CHAEL SATRE, Chair, Planning & Zoning Comm ssion, Cty &
Borough of Juneau, clarified that since the entire conm ssion
hasn't taken official action on this proposal, he would speak to
his experiences on the comm ssion over the |ast seven years.
Juneau and many other comunities in Al aska have a need for
af fordabl e housing, which he interpreted to nean there are a
range of options in all housing sectors. M. Satre acknow edged
that there is no single solution and that strong economc
drivers, control of energy costs, and a variety of housing types
are needed. Over the years, the Planning & Zoning Conmi ssion
has identified the need for the ability to defer taxes on
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subdi vi ded | and. As has been clearly related, the devel opers
bear the initial financial burden of developing property. He
recall ed observing the rush to subdivide |and when housing
mar kets are good, but by the tine the process was conplete the
mar ket had changed and devel opers ended up sitting on large lots
on which the developers were taxed as if the lots were
devel oped. The aforenmentioned, he recalled, caused devel opers
to consolidate the lots and take them off the market, which is
how it remains today. This legislation would address one snal

part of the problem and would place control in the hands of the
| ocal boroughs to decide if the proposed deferral would fit
their situation and adapt to current market conditions. In a
case such as Juneau where there is stagnate demand for certain
levels of the housing market and it results in blocking the
devel opnent of a wi de range of housing options, this deferra

could work nicely. He acknow edged that sone would say that HB
264 doesn't go far enough and want to see an exenption to the
property taxes. Wth regard to the concerns about
commercial/industrial property versus residential property, he
encouraged the commttee to take <care if it anends the
legislation to differentiate between the two. In Juneau, sone
of the comercial property has the option for residential
devel opnent, and therefore he wouldn't want to preclude that by

anending the | egislation. He noted that sonetines commercia
property is an opportunity for mxed use devel opnent, such as
having retail space at the ground Ilevel and high density
residential wunits above. Since industrial property doesn't

generally have a housing [option], [the differentiation] m ght
be addressed there. Although AM. believes that HB 264 creates a
special class of taxpayers, he disagreed and said that it

encour ages devel opnent. Furthernore, the taxes wll be paid,
they will just be deferred. 1In closing, M. Satre urged passage
of HB 264.
8:46: 30 AM

REPRESENTATI VE CI SSNA recall ed when Northern Lights Boul evard
was all cleared and ready for devel opnent for 30 years. She
asked if there is a way to conplete permtting on a site close
to developnent, while keeping a noderate amount of flora to
avoid just having fields. She inquired as to how fast units and
bui | di ngs can be construct ed.

MR. SATRE opined that it's incunbent on everyone to becone
i nvol ved in conprehensive planning processes so that val ues they
m ght have can be incorporated into the local plan. However, he
wasn't sure how that could be integrated into HB 264. M. Satre
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rem nded the commttee that the tax deferral is only for five
years. Therefore, it wll allow a developer to subdivide,
i npl enment i nprovenents, neet the requirenents of the |ocal
subdi vi sion ordi nances, and develop the land in a short period
of tinme as opposed to subdividing it and letting it sit foul for
many years.

8:51:36 AM
BRUCE GCRIGES, Developer, told the comittee that he has

devel oped two subdivisions in the last few years. One was a 27-
ot residential subdivision that went fairly quickly and thus

the property taxes weren't an issue. However, three years ago
he finished a light comrercial subdivision and was hit by the
[real estate] crash, which left himstill sitting on sone of the

lots. The property value of the raw |land was roughly $800, 000
whi ch increased four-fold as soon as the land was approved and
pl at ed. The property tax increased from $800 to $3,500 per
nont h. Al t hough he sold some of the lots, they sold for nore
than they were assessed, which resulted in an increase in the
property tax of the other lots. M. Giggs then related that he
has a 75-lot subdivision for which he has paid for the
engi neering, surveying, and other costs. Al t hough he is ready
to nove forward with permtting, he said he is afraid to do so
because it's a larger subdivision and there isn't any tool to

devel op smaller portions of it. The current property taxes for
it are roughly $1,000 per nonth and would likely increase to
about $6,000 a nonth once it's permtted. Furthernore, he
estimated that it will take about two years to get through [the

permtting] process during which he would face a $6,000 per
month tax bill.

8:55:11 AM

CHAI R MUNOZ announced that HB 264 will be held over.
8:55:29 AM

The comm ttee took an at-ease from8:55 a.m to 8:57 a.m

HB 312- NATURAL GAS CONVERSI ON PROGRAM FUND

8:57:12 AM
CHAI R MUNOZ announced that the final order of business would be

HOUSE BILL NO. 312, "An Act creating a |lowinterest |oan program
for honmeowners who convert their homes to natural gas-fired
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heating; and creating the natural gas home heating conversion
| oan fund. "

8:57:18 AM

REPRESENTATI VE TAMM E W LSON, speaking as the sponsor, expl ained
that HB 312 proposed to create a lowinterest |oan program for
Al askans to convert their honmes to natural gas-fired heating and
creates a natural gas hone heating conversion |oan fund. The
| egi slation would also allow the option for Al askans to take out
a low interest loan to replace their oil, coal, or wood hone
heati ng devi ces. Furthernmore, the natural hone heati ng
conversion |oan program isn't subject to incone |imtations and
will be set at 1 percent interest for 10 years. She highlighted
that natural gas is a cleaner burning fuel than is currently
offered in many communities.

REPRESENTATIVE T. WLSON then infornmed the conmttee that per
the Environmental Protection Agency (EPA) the Fairbanks North
Star Borough is a nonattainnment area for PM 2.5, which is a

particul ate |evel. Thus far, nodels have shown that [the
designation] is due to Fairbanks' home heating, whether it's by
wood, coal, or heating oil. The aforenentioned are the only

choices for residents of Fairbanks, save a small anmount of gas
and sone district heat within the Gty of Fairbanks. Therefore,
one would question why this proposed |loan is necessary. She
explained that the EPA is going to require Fairbanks to prove
that it's taking steps to lower its particulate level, which is

called a state inplenentation plan. Fai rbanks residents have
al ready been asked to upgrade their wood or coal burners, and
are also being asked to wupgrade their oil furnaces when

af fordable through the rebate program or other prograns while
the area waits for natural gas to get to Fairbanks, which

hopefully will be less than 30 years because this proposal isn't
i npl enented until gas is available. She then related that
according to the EPA's emi ssion factor data, switching from a
conventional wood stove to natural gas wll reduce the PM
emssions in Fairbanks by 99.7 percent, which is very
substantial, and switching from oil to gas wll reduce it by

38. 6 percent.

REPRESENTATIVE T. WLSON then inforned the commttee that if

Fai rbanks can't decrease its PM 2.5 to 35 parts per billion,
assum ng the EPA doesn't change that, the EPA can elimnate that
Northern region's transportation funding. More locally, the
matter is about air quality and Fairbanks can't do nuch about
the inversion rate. Utimately, Fairbanks can't reach [the
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EPA's goal] wthout natural gas. Therefore, HB 312 provides
another tool that illustrates to the EPA a better way than
fining residents for heating their hones. She noted that the
Al aska Housing Finance Corporation (AHFC) would nonitor this
| oan program for which there would only be funds once natura
gas is avail able to Fairbanks.

9:01: 07 AM

REPRESENTATIVE T. WLSON, in response to Representative Gardner
specified that this natural gas hone heating conversion |oan
program is nodeled after the [energy] rebate program and stays
within its existing definitions and program

REPRESENTATI VE GARDNER asked if the sponsor anticipates having
adequate funds to neet the needs of those honmeowners who want to
partici pate or have inconme | evel guidelines been considered.

REPRESENTATIVE T. WLSON clarified that interior weatherization
is the program based on inconme and it's expected that many
Fai rbanks residents will be able to use that program to upgrade
heating. This proposal targets the mddle class which currently
can't afford to do the rebate program but don't qualify for the
interior weatherization.

9:02: 49 AM

REPRESENTATIVE CISSNA related her understanding that it's
possible for furnaces to be able to run on various sources of
energy such that a furnace could be converted to use natural gas
and then back to another source.

REPRESENTATIVE T. WLSON responded that at this point, she
hadn't considered that because in the Fairbanks area oil
furnaces or wood stoves couldn't be converted. She did
acknowl edge that conversions to propane or natural gas m ght
all ow converting [to another energy source] and she opined that
such conversions aren't quite as expensive as it would be to
convert an entire unit.

9:04: 44 AM
REPRESENTATI VE FOSTER nenti oned that propane cooking stoves cone
with a part that can switch to natural gas, but he wasn't sure

how that would apply to heating equipnent. He then inquired as
to the percentage of residents that use wood and oil.
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REPRESENTATIVE T. WLSON specified that 60-65 percent of
Fai rbanks residents use wood or coal burning devices, which has
been identified by the EPA as the nmmin issue. Ther ef or e,
Fai rbanks has a program [to encourage] changing out wood
[furnaces]. Wthin the Gty of Fairbanks, it's about 55 percent
and growi ng as energy costs have increased.

9:06: 11 AM

REPRESENTATI VE FOSTER then asked if HB 264 applies to just the
change out of appliance or does it also include the connections.

REPRESENTATIVE T. WLSON answered that it applies just to the
appliance. She expressed her belief that if the program covered
the cost of the appliance, then the honeowner could fund the
remai nder of the process.

9: 06: 58 AM

REPRESENTATI VE AUSTERVMAN related his assunption that in the
Rai | belt there are many commercial buildings that currently burn
oil. If the goal is to reduce em ssions, he questioned why the
| egi sl ation doesn't address commercial buildings as part of the
pr ogram

REPRESENTATIVE T. WLSON explained that conmercial buildings
weren't included because nodeling has found that residential
buildings are <causing the majority of the problem nostly

because of the burning of wood and/or coal. She said she hadn't
wanted to broaden the legislation too nuch initially.
Fur t her nore, there are prograns available for comercial
bui | di ngs. Representative T. WIlson offered to consider

broadening the legislation to include conmercial buildings.

CHAIR MJUNQZ opined that it would be nore inclusive for the
programto include comrercial buildings.

REPRESENTATI VE T. WLSON said she wasn't opposed to doi ng so.

9: 08: 20 AM

REPRESENTATI VE AUSTERMAN pointed out that HB 264 is basically
witten for the Railbelt since it speaks to an issue specific to
Fai rbanks and that is where the natural gas wll be. Therefore,

he inquired as to what happens if Wantana is built or em ssions
could be lowered by burning wood pellets rather than oil.
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Representative Austerman al so inquired as to whether the sponsor
had consi dered statew de issues.

REPRESENTATIVE T. WLSON stated that any community can use the
program if it had access to natural gas. The | egislation does
focus on Fairbanks because of the need for Fairbanks to have its
state inplenentation plan submtted to the Al aska Departnent of
Environnmental Conservation (DEC) by 2014 to ultimately be
submtted to the EPA Representative T. WIlson reiterated that
HB 264 illustrates to the EPA that Fairbanks is serious about
wanting natural gas and what it would do for the area. She
reiterated that this proposed program would be available to
other areas currently burning oil that have access to natural
gas.

9:10: 08 AM

REPRESENTATI VE AUSTERMAN informed the commttee that by the end
of next year Kodiak will be using about 98 percent alternative
energy and wll have electric rates of about $.14-%.15 per
kil owatt hour. Therefore, if there was a novenent to convert
homes from diesel to electricity, perhaps the |egislation should
i ncl ude other energy sources beyond natural gas. Representative
Austerman said that he is considering a nore holistic view of
t he state.

REPRESENTATIVE T. WLSON related that with the Railbelt's high
cost of electricity, $.23-%.24 per kilowatt hour, she didn't
think of electricity as cheap enough to include in the program
She said that she would be interested in an anmendnent to include
electricity because she wanted the programto apply statew de.

CHAIR MUNQZ rel ated that much of the discussion of the Southeast
Alaska Integrated Resource Plan includes discussion of
conversion to wood pellets for home heating in sone of the
smal |l er conmunities in Southeast Al aska.

9:12: 30 AM

REPRESENTATI VE Cl SSNA recal |l ed conversations that have |ed her
to believe that one can easily convert a gas-fired furnace to
pr opane. If that's the case, she indicated that it would be
[ hel pful for] HB 264 to include such options.

9:14: 09 AM
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REPRESENTATI VE GARDNER asked if the 1 percent interest on the
| oan covers the overhead of establishing and adm nistering such
a programor would the corpus of the fund be used for that.

REPRESENTATIVE T. WLSON deferred to AHFC, which will adm nister
t he program

9:15:30 AM

STACY  SHUBERT, Di rector, Gover nnent al Affairs & Public
Rel ations, Al aska Housing Finance Corporation, Department of
Revenue (DOR), highlighted that AHFC subnitted an indetermnm nate
fiscal note. Al though AHFC estimates that the <cost to
adm nister the program would be 1 percent, it really depends
upon the denmand of the overall program

9:16: 14 AM

CHAIR MUNOZ inquired of the commttee the direction it wants to
provide to the sponsor.

9:16: 42 AM

REPRESENTATI VE AUSTERVAN opined that the sponsor should add
sections addressing conversion to electricity and those areas
outside of the electrical grid or natural gas grid.

REPRESENTATI VE T. WLSON surmsed then that i nstead of
speci fying all types of energy, perhaps there could be a broader
reference to [alternative energy] to allow expansion as other
types of energy arise. She said she could do that.

9:18: 10 AM

REPRESENTATI VE  GARDNER recalled that Fai rbanks faces the
possi bl e | oss of federal highway funds, and therefore she wanted
to evaluate the cost of the program versus the potential loss in
federal funds.

REPRESENTATIVE T. WLSON agreed to provide the comrittee with
the loss in transportation funds, but enphasized that this
legislation 1is addressing the restrictions that wll be
i mpl enented because Fairbanks is designated a nonattai nnment
ar ea.

REPRESENTATI VE GARDNER sai d she is thinking of making a stronger
case for doing it now
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9:19:47 AM

CHAIR MJUNOQZ asked if the conmttee wants to expand the
| egislation's 25 percent allowance for comercial structures.

REPRESENTATI VE GARDNER renmarked that she is confortable with it,
in the absence of any other testinony about it.

REPRESENTATI VE AUSTERMAN suggested that this issue may need to
be posed to AHFC.

9:20: 28 AM

CHAIR MUNOZ asked if it would be overly burdensone or costly to
expand the programto include small businesses.

9:21: 00 AM

PAUL KAPANSKY, Director, Mrtgage Operations, Al aska Housing
Fi nance Corporation, Department of Revenue, specified that at
this point statute is severely Iimting in terns of making | oans
to conmercial enterprises. Therefore, a change in statute would
be necessary to expand it to conmercial enterprises. If there
was a change in statute and comrercial enterprises were
included, he said the admnistrative cost and burden would

depend upon the need and demand. Currently, the residential
small loan programis admnistered via a contract through Al aska
USA. However, he wasn't sure how conmercial |oans would be

handl ed because AHFC doesn't do direct |ending, per se.

CHAIR MUNQZ surm sed then that perhaps that section should be
left as it is in the legislation.

REPRESENTATIVE T. WLSON noted that the 25 percent definition
was taken fromthe existing rebate program

9:22:21 AM

REPRESENTATI VE FOSTER commented that the health inpacts are
certainly imediate in terns of the particul ates. However, he
asked if the fiscal inpact in terns of the federal funds is
em nent or not.

REPRESENTATIVE T. WLSON said, "The EPA wants us to believe that

it's imrediate.” However, she related her wunderstanding that
the odds are that in 2014 Fairbanks can't neet the deadline and
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can ask for a five-year extension. She enphasized that it's not
just the highway funds that are at stake. For instance, if the
natural gas pipeline wanted to go through the Fairbanks North
Star Borough, because Fairbanks is a nonattainnent area nore
permtting would be required than would be necessary in other

communi ti es. The economc inpacts would be imediate, she
opined. She also noted that mlitary bases and the novenent of
troops would receive nore scrutiny. Representative T. WIson

related that she has been working directly with Region 10 EPA
through Seattle and has ascertained that as long as the area is
working toward the goal [of reducing em ssions]5 the EPA is
usually "pretty good about it, but sonetimes it depends on who
is the President of the United States at the time."

9:23:49 AM

CHAI R MUNQZ announced that HB 312 would be held over.

9:24:11 AM

ADJ OURNNMENT

There being no further business before the commttee, the House
Community and Regional Affairs Standing Commttee neeting was
adj ourned at 9:25 a.m
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