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ACTI ON NARRATI VE

8:06: 10 AM

CHAIR CATHY ENGSTROM MJUNQZ called the House Conmmunity and
Regi onal Affairs Standing Committee neeting to order at 8:06
a.m Representatives Foster, Austerman, Dick, Saddler, and

Gardner were present at the call to order

HB 219- FI RE AND EMERGENCY MEDI CAL SERVI CES
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8: 06: 28 AM

CHAI R MUNQZ announced that the first order of business would be
HOUSE BILL NO 219, "An Act exenpting certain energency mnedica
and fire departnent services fromregul ation as insurance."

8:06:47 AM

M CHAEL PASCHALL, Staff, Representative Eric Feige, Al aska State
Legi sl ature, speaking on behalf of the sponsor, Representative
Feige, first disclosed that he is an assistant chief of a
vol unteer fire department and Representative Feige is a chief of
a volunteer fire departnment that could be inpacted by HB 219

M. Paschall opined that the last hearing on HB 219 becane a bit
sidetracked pertaining to certification under Al aska statute.
The sponsor's opinion is that statute doesn't specifically state
that certification is required. He noted that the committee
packet should include a legal opinion from Legislative Legal
Services dated February 29, 2012, which relates the conclusion
that the |anguage is anbiguous regarding certification. \V/ g
Paschal|l pointed out that HB 219 isn't about certification, but
rat her exenpts nonprofit nunicipal organizations that provide
fire, anbulance, and energency nedical services (EMS) from the
requirenents of Title 21 of statute.

MR. PASCHALL infornmed the conmittee that although the D vision
of Insurance provides exenptions simlar to those proposed in HB
219, those existing exenptions don't reach fire, anbulance, and
EMS providers that aren't a nunicipality, nonprofit association,
or nonprofit nedical services corporation. He opined that the
provisions in AS 21.87, which were referenced at the |ast
hearing, were designed to apply to nedical service corporations
that provide health care across a broad range such as Blue
Cr oss. He further opined that the intent of that statute wasn't
to deal with small nunicipal or nonprofit anbulance services.
He noted that creating a nonprofit nedical services corporation
is much nore difficult than sinply creating a nonprofit. For
exanple, a medical services corporation has to have available a
m ni mum of $100,000 in assets to cover six nonths of operations
in order to be certified by the D vision of Insurance. Most of
the organi zations HB 219 seeks to help don't have the $100, 000
and are struggling to get by. The goal is to provide a
nmechanism for an organization, Jlarge or small, to entice
donations and financial support by allowing them to waive fees
to those who provide an agreed upon |evel of financial support
in advance of services. He enphasized that there is no
guarantee the organization will provide those services, just as
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there is no guarantee today that the same organization would
provi de those services. This legislation would allow the
organi zation to waive fees in order to literally keep the doors
open by paying day-to-day expenses. Wth regard to the concern
regarding these organizations receiving funds from nmultiple
sources, M. Paschall said that's already the case for many of
the anbulance services that are nunicipally run or funded
t hrough tax revenue. For instance, when the Cty of Fairbanks
fire departnment, which is supported by city taxes, responds to a
weck within the city, the owner of the vehicle will be billed
for the call. Therefore, the scenario of concern already occurs
and won't be changed by HB 219.

8:12: 16 AM
REPRESENTATI VE GARDNER asked if it's possible for a fire
departnent that's supported by property taxes to also have

subscri pti ons.

MR. PASCHALL said that they would have to review a departnent
that's run by a nunicipality and one that's contracted through a

service area. For exanple, he presuned that the Cty of
Fai rbanks coul d enact a program for subscriptions such that when
they run a call for which they would normally bill, they
woul dn't bill for [when there is a subscription]. In the case
of nobst service area departnents, they are nonprofits under
contract with the nunicipality to provide services. Al t hough

the revenue generates from property taxes, it's not necessarily
paid to themin the form of a percentage of a property tax but
rather is based on a budget that they submtted. He opined that
both fire and EMS woul d be able to do the aforenentioned.

REPRESENTATI VE GARDNER expressed concern with the aforenentioned
because a property taxpayer is already paying for service,
albeit that it m ght be inadequate.

MR. PASCHALL acknow edged the concern, but pointed out that the
| egislation doesn't change the types of funding [certain
energency nedical and fire departnent services] can obtain. The
| egislation nerely allows them to accept the funding upfront to
defer the fee, as a way to place nore operating funds in the
departnent's budget in advance. "From a practical standpoint, |
think what vyou're looking at there is what works in each
i ndi vi dual comunity,"” he opined.

8:14:54 AM
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REPRESENTATI VE SADDLER asked if the enmergency nedical and fire
departnments keep records for those who pay for the subscription
service so that people only receive service up to the anount
pai d.

MR. PASCHALL responded that he isn't aware of any subscription
service that is based on the anount of the subscription
However, he suggested that the anmount of funding [subscription]

could be based on the anmount of property. Oten, the
[ subscription fee] for an average hone is $100 while a hone over
3,000 square feet would have a [subscription fee] of $150. For
a business, the [subscription fee] mght be $200. The

[ subscription fee], he said, is based upon the perceived |evel
of need in the event of an energency or the likelihood of an
ener gency. Wien the actual response occurs, the [level of
service] isn't based on the anobunt paid. Fromthe prior hearing
on HB 219 he recalled the question regarding whether the
subscription departnment responds to everyone or only subscribers
and specified that it depends upon the departnent’'s structure.

8:16:45 AM

REPRESENTATI VE SADDLER inquired as to how the departnent
establ i shes the amount of the subscription fee.

MR. PASCHALL confirmed that the anount of the subscription fee
is determned by the departnent's annual budget and the
estimated nunber of folks who will subscribe as well as what the
mar ket will bear. Common subscription fee anobunts that have
been in place for a nunber of years have been $75-3$100.

8:17:25 AM

MR. PASCHALL, in response to Chair Mmnoz, said that the
certification issue only arose in ternms of the current statute
and this proposed statute wouldn't require certification. He
mai ntained that the issue of certification is for a different
debat e.

8:19:11 AM

CHAIR MJUNQZ, wupon determning no one else wished to testify,
cl osed public testinony.

8:19: 50 AM
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REPRESENTATI VE AUSTERMAN noved to report HB 219 out of committee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 219 was reported from the
House Community and Regional Affairs Standing Commttee.

8:20: 13 AM
The conmittee took a brief at-ease.

HB 40- MUNI Cl PAL PROPERTY TAX EXEMPTI ON

8:21:56 AM

CHAI R MUNQZ announced that the final order of business would be
HOUSE BILL NO 40, "An Act relating to an optional exenption
from muni ci pal property taxes for residential property.”

8:22: 05 AM

REPRESENTATI VE  SCOTT  KAWASAKI , Alaska State Legislature,

speaking as one of the joint prinme sponsors of HB 40, rem nded
the conmttee that currently Al askans face sone of the highest
costs of energy. A recent Fairbanks cost of living index
relates particularly high utility costs, at 211 percent when all

other communities are considered at a nedian of 100 percent.

Anchorage is at 98.2 percent. Furthernore, colder winters, as
is the case this year, increase the burden. By exenpting a
hi gher anmount of property taxes, the burden on famlies can be
of f set i mredi ately and allow nore i ncome/ spendi ng in
comunities. He related that years of studies indicate that
property owners of honmes in the $400,000-$500,000 range would
benefit the nost from this proposed $100,000 nunicipal

exenption. He noted that the average honme price in Fairbanks is
approxi mately $225, 000. An additional benefit of HB 40 is a
boost in home sales that nmay be lagging across the state.

Representative Kawasaki then related that inflation was a |arge
impetus in the introduction of HB 40 as the purchasing power of
the existing $20,000 exenption has eroded to about $16, 000.

Wth regard to why the state is getting involved in an optiona

muni ci pal tax exenption, the state statute outlines how
muni ci palities and | ocal governments nmanage their taxing
authority. This legislation, he enphasized, doesn't nandate any
changes at the local level rather it's permssive |anguage to
all ow individual comunities, boroughs, and cities to increase
the nunicipal property tax exenption to the Ilevel desired.
Representati ve Kawasaki noted that in 2004 the Fairbanks North
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Star Borough passed simlar legislation that increased the
exenption rate to $20,000 as soon as the statute was changed.

8:27:18 AM
REPRESENTATI VE PETE PETERSEN, Al aska State Legislature, speaking

as one of the joint prinme sponsors of HB 40, began by suggesting
that the legislation would allow municipalities to provide

property tax relief for honeowners. He noted that during his
door-to-door visits one of the nost frequent comments from his
constituents is the need to |lower property taxes. Ther ef or e,

he opined that property tax relief would be popular in his
district and in nost of the state. He related that he has heard
from assenbly nenbers who would like to provide nore property

tax relief. This legislation would increase the authority for
muni ci palities to provide property tax relief to honmeowners
while not requiring it. He remnded the commttee that
muni ci palities have many different service areas with varying
tax rates. For exanple, Anchorage has 56 different tax
districts. Therefore, he said he would provide exanples wth

average tax data for 2011 from the Al aska Tax Table 2011, which
was prepared by the Departnent of Commrerce, Community & Econom c
Devel opnent  ( DCCED) . For a hone assessed at $250, 000,
increasing the exenption to $100,000 would save a homeowner in
Juneau $949.50; in Kodiak $1,150.20; in None $900; in Nenana
$1,080.00; in Miunicipality Anchorage - Ml doon, CGovernment Hill
Downt own, M dtown - $1,393.20; in Eagle River area $1, 377.00.

8:30:11 AM

REPRESENTATI VE GARDNER surmi sed that if the proposed ordinance
in HB 40 passed, nunicipalities would have to cut other services
or find other sources to fund it. She asked if the sponsors
anticipated the funds would cone fromrevenue sharing.

REPRESENTATI VE KAWASAKI again remnded the committee that the

proposed tax exenption is optional. As a nenber of the
Fai rbanks City Council for six years, he recalled discussions
regarding property tax relief to the average famly. There

aren't many options. He told the conmittee that in Fairbanks a
home assessed at $400, 000- $500,000 would likely experience
benefit [from the proposed tax exenption]. He acknow edged t hat
if the mll rate was increased, there would be property
t axpayers who would pay nore. Still, he characterized it as a
W n-win situati on because the noney saved from the tax exenption
would stay in the comunity and help generate a better econony
in the comunity. He confirned that Wal-Mart woul d have to pay
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a slightly larger tax if the mll rate was increased, but
countered that Wal-Mart would be a beneficiary of the benefits
m ddl e income honeowners would receive. Furthernore, small
busi nesses woul d |ikely experience a huge inpact, he opined.

REPRESENTATI VE PETERSEN added that nost often all the take-hone
income of the mddle class is allocated to bills and have very
l[ittle discretionary incone. Therefore, |owering property taxes
would provide nore discretionary inconme to spend wthin the
comunity, which would create an econom c boost that may even
create jobs.

8:33: 36 AM

REPRESENTATI VE AUSTERMAN related his wunderstanding that the
objective of HB 40 is to save citizens' noney. However, every
muni cipality has the ability to increase or decrease its mll
rate to effectuate the sanme benefit across the board rather than
selecting individuals that nmay obtain an exenption. Therefore
he questioned why there should be a blanket exenption when
muni ci palities already have the ability to do what they need to
do for their citizens.

REPRESENTATI VE KAWASAKI agreed that municipalities could reduce
their mlIl rate, but it has a different effect. Property taxes
have to be leveled equally; there can't be differential property
t axes per statute. For exanple, when a mll rate is reduced,
it's being reduced for a residential hone as well as |arge
comerci al buildings such as Wal-Mart. Therefore, he questioned
whether that's the type of policy desired. He al so questioned
who woul d be the beneficiary of [reducing the mll rate].

REPRESENTATI VE PETERSEN reiterated that HB 40 is optional.
8:35: 55 AM

REPRESENTATI VE SADDLER asked whether nunicipalities have come to
the sponsors seeking ways in which to decrease property tax
revenues, which he characterized as counterintuitive. He
further asked who is requesting HB 40.

REPRESENTATI VE KAWASAKI, recalling being a nenber of the
Fai rbanks City Council and |ooking for options for property
t axpayers, said HB 40 is one of the best options to ensure funds

are returned to famlies. He rem nded the commttee that the
Fai rbanks North Star Borough has petitioned the |Ilegislature
numerous tinmes for this proposal. In fact, at one point the
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proposal advanced all the way to the Senate Finance Conmittee
where the proposal was eventually elimnated. At this point the
Fai rbanks North Star Borough has spent funds to place an
initiative regarding the proposal on the ballot. He related his
belief that the initiative wll be on the August ballot.
Therefore, there has been a call from sone folks to have this
option so that their taxes can be nanaged at a | ocal |evel.

8:38: 00 AM

REPRESENTATI VE KAWASAKI, in further response to Representative
Saddl er, clarified that as a local city council nenber, many
options were tried and one option was to decrease services that
[were returned] once nunicipal revenue sharing was reinstated.

REPRESENTATI VE SADDLER acknow edged that individual property
owners would certainly like to pay less property tax, but he
suspected that municipalities wouldn't want to |ose funding from
property taxes to run their services.

8:38: 53 AM

CHAI R MUNQZ expressed concern with HB 40 regarding the inpact it
woul d have on | ocal school funding in ternms of the requirenents
for local contributions. She asked iif +the sponsors had
considered what the state would have to cover to naintain the
true and full value calculation [for education funding] for the
Fai rbanks North Star Borough were the proposal in HB 40
i npl enented in the borough.

REPRESENTATI VE KAWASAKI replied no, but added that this proposal
was a request from the Fairbanks North Star Borough. Therefore,
he assuned that the Fairbanks North Star Borough Assenbly has
somewhat commtted in the future that it would cover those
education expenses. In further response to Chair Minoz,
Representative Kawasaki related that the Fairbanks North Star
Borough School District recently announced that it has about a

$9 mllion deficit, assuming the borough didn't increase any
paynments to the school district. He related his understanding
that an increase in paynents to the school district is still an

option until the April neetings.
8:40: 10 AM
REPRESENTATI VE GARDNER related her wunderstanding that HB 40

doesn't reduce property tax income to a community, but rather
shifts it. Therefore, the benefit would be greatest to those
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whose property is worth less. "It's shifting the tax burden to
rai se the same anount of noney," she concl uded.

REPRESENTATI VE KAWASAKI agreed that's one way to view it. He
then said that a borough also has the option to not increase the

property tax mll rate; the Fairbanks North Star Borough has
roomwithinits mll rate to increase or decrease it.
8:41:10 AM

REPRESENTATI VE FOSTER opined that a reduction in the mll rate
woul d benefit the homeowner with a honme that's worth nore, say
$1 mllion. He related his assunption that HB 40 attenpts to
make the situation nore advantageous for the mddle class
i ndi vidual with a honme worth say, $200, 000.

REPRESENTATI VE KAWASAKI clarified that the sponsors don't want

to establish the mlIl rate by statute, but want to provide the
proposed exenption as an option. |f the Fairbanks North Star
Borough had to raise its mll rate to recoup the revenue it

lost, an individual with a hone assessed at $500, 000 woul d be at
a break even. Again, it's left to the local nunicipalities to
make t hese deci si ons.

8:43: 50 AM

REPRESENTATI VE FOSTER recalled a coment that adopting this
proposed statute creates an expectation that it wll occur at
some point, while at the sane time there is a deficit in the
education funding. He inquired as to what tools are avail able
to the Cty of Nonme to backfill a loss in funds besides
adjusting the mll rate and increasing the sal es tax.

REPRESENTATI VE KAWASAKI reiterated that HB 40 nerely provides
anot her option. Currently, a community that wants to exenpt
nore property taxes can't do so. Basi cal | y, it's a
phi | osophi cal decision regarding whether to place a $20, 000
l[imt on the exenption or leave it to the community to decide
t he amount of the exenption up to $100, 000.

8:45:49 AM

REPRESENTATI VE AUSTERMAN requested exanples of how the $20, 000
exenption is being used across the state currently.

REPRESENTATI VE KAWASAKI explained that wthin the Cty of
Fai rbanks a honmeowner with a home worth $120, 000 woul d pay taxes
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on the $100,000 tinmes the mll rate. If the proposal in HB 40
is adopted, the honeowner would be taxed on the $20, 000. Thi s
| egi slation provides the option of an exenption that may not

exceed $100, 000. In further response to Representative
Aust erman, Representative Kawasaki clarified that the exenption
would only be applicable to primary residences. Ther ef or e,

busi nesses wouldn't be able to apply for this residential
exenpti on.

REPRESENTATI VE PETERSEN stated that the exenption would work
i ke a standard deducti on. In Anchorage, residents are allowed
t he $20,000 exenption, and thus paperwork has to be filed with
the municipality to specify the address of the property to which
to apply the $20,000 exenption. The exenption can only be taken
on one property. In further response to Representative
Aust erman, Representative Petersen related his belief that every
residential owner in Anchorage receives a $20, 000 exenpti on.

REPRESENTATI VE SADDLER interjected his wunderstanding that in
Anchorage the exenption isn't automatic, one nust apply for it.

8:48: 43 AM

REPRESENTATI VE GARDNER i nquired as to when the $20,000 exenption
was enact ed. She then inquired as to the proportion of
comunities in Alaska that avail thenselves of the full $20, 000
exenpti on.

REPRESENTATI VE KAWASAKI recalled that this |law was |ast changed
in 2004, but deferred to M. Van Sant regarding the nunber of
cormunities in Al aska that take advantage of the entire $20, 000
exenpti on.

8:50: 18 AM

STEVE VAN SANT, State Assessor, Division of Comunity and
Regi onal Affairs, Department of Comrerce, Conmunity & Econom c
Devel opnent, informed the committee that currently six
muni ci palities in the state take advantage of the $20,000
residential exenption. Those six conmunities are the foll ow ng:
Anchorage, Bristol Bay, Fairbanks, Kenai, North Slope, and
Val dez. However, only the North Slope, Bristol Bay, and Kena
take the full $20, 000. Anchorage has a 10 percent residential
exenption up to $20,000; Fairbanks has a 20 percent residentia
exenption up to $20,000; and Valdez has a 30 percent residential
exenption up to $20, 000.
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8:51: 34 AM

REPRESENTATI VE GARDNER commented that it seens the concern about
muni ci palities being pressured to enact the full anmount of the
exenption seens not to be well founded, as illustrated by the
af orenenti oned exanples with the current exenption.

[HB 40 was hel d over. ]

8:52:21 AM

ADJ OURNMENT

There being no further business before the commttee, the House

Community and Regional Affairs Standing Conmmittee neeting was
adj ourned at 8:52 a.m
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