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ACTI ON NARRATI VE
3:21:43 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:21 p.m Representatives Hol nes,
M Il er, Johnson, Saddler, and O son were present at the call to
order. Representative Chenault arrived as the neeting was in
pr ogr ess.

HB 292- PRI NCI P. & | NC/ PROBATE/ UTVA/ RETI REMI/ ETC.

3:21: 55 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 292, "An Act relating to property exenptions for
retirement plans; relating to pleadings, orders, liability, and
noti ces under the Uniform Probate Code; relating to the Al aska
Principal and Income Act; relating to the Alaska Uniform
Transfers to Mnors Act; relating to the disposition of human
remains; relating to insurable interests for Ilife 1insurance
policies; relating to transfers of individual retirenent plans;
relating to the conmmunity property of married persons; and
anendi ng Rule 301(a), Al aska Rul es of Evidence."

3:22: 08 PM

CHAIR OLSON |ifted his objection. He stated that the issue he
had has been addressed.

3:22:47 PM

JANE PI ERSQON, Staff, Representative Steve Thonpson, Al aska State
Legislature, related that questions previously arose in a
Legislative Legal nmeno on the single-subject rule and whether
this wuld violate the contracts clause of the U S
Constitution. She provided copies of the nenos. She said the
court found a need to balance the rule's purpose with the need
of efficiency in the |egislative process. She pointed out only
one case arose, which was Croft v. Parnell) 236 P.3d 369 (Al aska
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2010), but since it was a soft dedication of funds it did not

fall under the single-subject rule. The |egislature has
previously passed bills having to do with water or | ands. She
related one bill addressed driving while intoxicated and |iquor
|aws since they both pertained to |I|iquor. She offered her
belief that this bill relates to Title 13 and seens fine.

Second, she did not view any inpairnment of contractual
obligations with respect to the contract clause of the U S
Consti tution. It is permssible to expand rights and this bill
does not constitute an inpairnment of contracts. The only
people's rights constrained by these provisions are creditors,
who have no contractual right to enforce a claim against an
i ndividual retirenent account (IRA) or retirenment interest.
Third, she noted many nodifications are to admnistrative
provisions and it is well established that changes that are
adm nistrative in nature do not inpact the contract clause. She
concl uded that none of the provisions in this bill that apply to
the existing retirenent accounts, trusts, |IRA or wuniform
transfer to mnors account violate the contract clause of the
U.S. Constitution.

3:26:30 PM

LI NDA HALL, Director, D vision of Insurance, Anchorage Ofi ce,
Department of Community & Econonmi c Devel opnent (DCCED), stated
she has a small section of the bill that falls wunder the
Division of Insurance's title. She highlighted that one
provision pertains to trusts and a trustee's ability to purchase
insurance for the trust and to be paid for that insurance. This
bill allows an insurance contract to be part of a trust. In
response to a question from Chair O son, M. Hall agreed she had
no problens with the bill.

3:28: 03 PM

REPRESENTATI VE JOHNSON noved to report the proposed committee
substitute (CS) for HB 292, |abeled 27-LS1232\B, Banni ster,
2/22/12, out of commttee with individual recomendations and
the acconpanying fiscal note. There being no objection, the
CSHB 292(L&C) was reported from the House Labor and Commerce
Standi ng Comm ttee.

3:28:47 PM
The commttee took an at-ease from3:28 p.m to 3:31 p.m

HB 269- COVMON | NTEREST COVVUNI TI ES
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3:31: 06 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 269, "An Act relating to the anendnment of a
decl aration that creates a common interest community."

3:31:18 PM

REPRESENTATI VE LI NDSEY HOLMES, sponsor, stated that HB 269
relates to the Common Interest Omership Act (CIQA) that
typically applies to condom nium projects. She expl ai ned that
the Cl QA was passed in 1986, based on the Federal Uniform Conmon
I nterest Owmership Act (FUCIOQA). Since then new provisions have
been added to the FUCIOCA and the state's act needs to be
updat ed.

3:32:16 PM

JAMES WALDO, Staff, Representative Lindsey Holnes, stated that
the bill is sonewhat sinple, but the concept is sonmewhat
conplex. He reported that the Uniform Common Interest Ownership
Act (UCICGA) in state law is «currently outdated; however,
provi sions have been updated in the FUC OA He expl ai ned
probl ens can arise during construction of housing projects that
can stall the project. He related a scenario in which a
devel oper plans to build certain units wunder an established
tinmeline; however, if the tinme runs out before the units are

conpl eted nunmerous people are affected. The devel oper woul d not
be able to sell wunconpleted units and the |ender would not be
repaid until the units are finished. He offered that HB 269
takes the updated provision contained in FUCIOQA and enacts it
into state |aw He said this wll address the problem
devel opers are experiencing. He clarified that the |anguage in
HB 269 is nodeled after one provision of the federal act and
will fix what could be a big problemin the state.

3:34: 09 PM

MR. WALDO expl ained that the current UCIOA was witten at a tine
when the econony was fast-paced, but the econony has sl owed down

in terms of construction. Thus the tinmefranes which were
conpressed when the econony was boom ng worked well; however,
the tinmefranmes don't work as well now that the econony has

sl owed down. Currently, the UCI QA allows a devel oper to extend
the tineline to conplete the project so long as the condom ni um
association votes in favor of extending the tineline, but it
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requires a unaninmous vote in favor by the condom nium
associ ati on. He said that obtaining unaninous consent s
difficult to achieve.

3:34:58 PM

MR. WALDO pointed out that if one person out of 400 condon nium
associ ation nenbers votes no to extend the tineline it would
halt a project and could adversely affect the devel oper who nust
carry the units not yet built or finished. Additionally, once a
project is stalled, workers are not paid and the bank may becone
concerned about the overall financial stability of the project.
He stated that the renedy in the FUCIOA would reduce the
percentage from 100 to 80 percent of the condom nium
association's nenbers in order to approve tineline extensions.
This would still show significant support, but represents an
achi evabl e threshol d. In Al aska, sone tenants travel to warner
states during the winter to places such as Arizona so it is
difficult to contact them for approval. He reiterated that
reduci ng the necessary approval to 80 percent of the condom ni um
associ ation nmenbers can help keep the project noving forward at
the right pace. He concluded that HB 269 contains the 80
percent threshol d.

3:36: 37 PM

REPRESENTATI VE SADDLER asked for <clarification on the term
"devel opnent rights."

MR. WALDO expl ai ned the devel opnent rights process, such that a
devel oper nust adhere to a declaration when a condom nium
project is devel oped. This docunment outlines the tineline for
the devel opnent of the project and during that tineline the
devel oper has devel opnent rights to continue to build units;
however, when the tineline runs out, the developnent rights
expire and need to be extended. This bill addresses this by
changing the vote from unaninmous to 80 percent approval of the
condom ni um owners.

REPRESENTATI VE SADDLER asked for further clarification on
speci al devel opnent rights as opposed to devel opnent rights.

MR. WALDO sai d he was unsure.

3:38: 14 PM
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REPRESENTATI VE CHENAULT recalled that a super mjority of 80
percent of the owners would be necessary. He pointed out the
sponsor statenment identifies 67 percent as a mmjority of the
oWners.

MR. VWALDO explained that the 67 percent threshold listed in
Section 1 refers to current |aw, however the main thrust of the
bill is in Section 3. He referred to page 2, lines 15-16 of
Section 3, which requires at |east 80 percent of the votes of
the association, including 80 percent of the votes allocated to
units not owned by the declarant. He clarified that the
declarant is the devel oper so the provision essentially requires
80 percent of the people living in the condom nium nust vote in
support of a tinme extension in order to extend the tine limt
for project conpletion.

3:39: 38 PM

REPRESENTATI VE SADDLER questioned the reason a condom nium
associ ation would want to extend devel opnent rights.

MR. WALDO answered that a developer may initially plan on
buil ding a certain nunber of condom niums in each unit, but only

three are conpleted during the tineline. This would result in
essentially a vacant |ot adjacent to the finished condom nium
units. He inmagined a condoni nium association and devel oper
woul d negotiate the extension process. He deferred to the

devel opers to nore fully define the reasons.
3:40: 39 PM

REPRESENTATI VE JOHNSON asked whether HB 269 is |limted to new
construction or if it would apply to conversion of rental
properties to condom ni uns. He envisioned sone units would be
sold and others would be rented.

MR. WALDO deferred to M. MCollum to nore fully answer. He
surm sed that converting rental units to condom niuns would form
a comobn interest community, which would fall under the
governi ng statutes. He suggested that this bill would apply,
but it nay depend on how the conversion is set up, but he was
unsure.

3:41: 38 PM

REPRESENTATI VE JOHNSON rel ated a scenario in which an apartnent
is being converted to condom niuns, but sone |eases would extend
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over a period of years. He asked if the owner sold two units
whether the two unit owners could vote to extend the rights

Further, he asked whether the owner could execute an extension
wi t hout the consent of two condomi nium owners if the devel oper
owns 67 percent of the building. He reiterated his question is
whet her the building owner could execute the change w thout the
consent of the two condom ni um owners.

MR. WALDO rel ated his understanding that the scenario is that an
owner plans to convert a building to condom niuns and creates a
declaration to form a common interest community with l[ess than
the total units occupied. He answered that in that situation 80
percent of the owners occupying the units nust agree to extend
the tineline for special developnment rights. Thus the owners of
both units would need to agree.

REPRESENTATI VE JOHNSON understood the scenario just described
woul d pose a problem since one person could potentially hold up
t he devel opnent .

3:43:51 PM

REPRESENTATI VE SADDLER asked for clarification of why the UC QA
initially set the threshold at 100 percent.

MR. WALDO said this provision dates back to the 1980s when the

UCIOCA was witten. He stated that the UCIOA group quickly
realized this presents a problem since unaninmus consent 1is
nearly inpossible to neet. In 1996, the group released

amendnents to the UCIOA that changed it from unaninous to 80
percent and in 2008 the nost recent release of the FUCI QA al so
i ncl uded t he anendnents.

3:45: 12 PM

REPRESENTATI VE SADDLER asked whether nost other states have
subscribed to the changes in the FUC QA

MR. WALDO responded that only a small nunber of states have
whol | y adopted the UCI OQA, but he has not researched the nunber
of states that have adopted sone portions of the act.

3:45:43 PM

JAMES H MCCOLLUM Attorney, Law Ofices of Janes H MCol |l um
i ntroduced hi nsel f.
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REPRESENTATI VE SADDLER asked what types of situations would
require a developer's tinmeline to be extended.

MR. MCCOLLUM responded that typically long before a devel oper
performs some construction the developer would declare the
additional units. Thus a property could be partially devel oped,
i ncluding foundations in place, holes, or ditches. In sone
i nstances the property will be in sone stage of devel opnent, but
units have not been decl ared. If the project tineline is not
extended, the condom nium association would not just inherit
| and, but sonetines dangerous grounds. In nost instances the
bi ggest problemin acquiring 100 percent of the owners' approval
is not due to opposition to the tinme extension, but getting

people to address the issues. He related one issue is that
property under developnent is taxed to the devel oper, but when
devel opment rights expire the wunit owners wll be taxed.

Additionally, if the inprovenents have not been constructed the
condoni ni um associ ati on nmust conplete the renmaining inprovenents
from their budget and expenses shared by the association would
be assessed to a snmaller nunber of people. He offered that
negotiations frequently occur and the association nay support
extending the tineline provided the developer adds a flower
garden or sw ng set. He acknow edged sonme negotiations occur
during this process.

3:49:14 PM

REPRESENTATI VE SADDLER asked if anything would prevent a
devel oper from creating a large 50-year w ndow. He asked
whet her the problem has resulted from the devel opers who have
wongly estimated tineframes or if another dynamc is in place.

MR. MCCOLLUM answered that in addition to the CIOA related to
condom niuns, the set of regulations put forth by the Federa

Nati onal Mdrtgage Association (FNMA) commonly known as Fannie
Mae, the Federal Home Loan Mortgage Corporation (FHLMC), known
as Freddie Mac, the U'S. Departnent of Housing and Urban
Devel opnent - also known as HUD - and Al aska Housing Finance
Cor poration (AHFC) apply. Years ago, the financing agencies
woul d not approve projects beyond five to seven years wthout
speci al consi derati on. He said it's only been the past few
years since Fannie Mae has abandoned that approach. Currently,
projects have relatively short devel opnent tines. He offered
his belief that if someone put a 50 or even 20 year tinefrane
for developnent it may scare off financing agencies even though
technically it is not a specific requirenent. He said they want
to see a plan of developnent that will occur since it affects
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the value of their collateral to not have construction going on
i ndefinitely.

REPRESENTATI VE SADDLER characterized the process as attenpting
to reach a sweet spot.

MR. MCCOLLUM agr eed.
3:51:17 PM

REPRESENTATI VE SADDLER asked for clarification of the reason for
t he 100- percent threshold on extensions.

MR. MCCOLLUM responded he is on list serve of condom nium
| awyers that serve as advisors to the uniform act. He related
his understanding everyone realized after the fact that the
requi renent set up an inpossible situation and sinply did not
make sense. He pointed out one oddity is that wunder current
law, 80 percent of the condom nium owners can termnate the
condom nium or sell a portion of the comon interest, but it
requi res 100 percent agreenent to extend the devel opnment rights.

Additionally, the reality is that the requirenent being set at
100 percent has the effect of saying it can't be done. He
recapped that the changes to reduce the requirenent from 100 to
80 percent was made alnpbst wthout comment since the origina

requirenent was not a reasonable or workable position. He
reiterated that if the whole project could be termnated with 80
percent it didn't make sense to require 100 percent just to
extend the right to conplete the project.

REPRESENTATI VE SADDLER acknowl edged that achi eving agreenent can
be problematic. He pointed out his condom nium associ ation had
difficulty determning sinple things |like what kind of flowers
to plant.

3:53:13 PM

CHAI R OLSON asked if this bill would apply to reconstruction for
situations in which a significant anmpount of danmage occurred to a
maj or condom nium and had to rebuild from the ground up. He
recalled a specific project in Anchorage was hanstrung by
owner shi p issues.

MR. MCCOLLUM answered no, that reconstruction is covered by
ot her sections of the |aw He said he was famliar with the
specific project in question. He recalled the project was
underinsured and the owners were not happy that the other owners
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received brand new units, yet all condonm nium owners were being
assessed substantial assessnents; however, this situation is not
governed by this section of statutes.

3:54: 38 PM

REPRESENTATI VE JOHNSON questioned whether the bill would affect
contractors or devel opers converting apartnments to condom ni umns.

MR, MCCOLLUM answered that it would depend on whether the
conversion was done in stages or not. Most conversion projects
have been smaller four-plex to six-plex projects that have not
i nvol ved reserving developnment rights since all four or six
units are converted at once. He described the process for a
project that involved an apartnent building with 10 units on
each floor and the devel oper wanted to create 10 condom ni uns at
a tine. Fannie Mae rules require the conversion be done one
floor at a time so the developer would create 10 units on the
upper floor and reserve the right to declare the other units at
a later date. Further, this type of devel opnent doesn't create
significant problens since the apartnents are already built. As
the deadline approaches the devel oper would sinply declare the
units and not need any tine extension. This would sinply
accelerate the tinme for the conversion, but the units exist.
This differs from new devel opnent projects the bill renedies
since the physical structure does not yet exist with proposed
new construction.

3:56:28 PM
REPRESENTATI VE JOHNSON rel ated a scenario in which the devel oper
has 10 apartnment units and would like to convert them to five

| arger units and sell them as condomi ni uns.

MR. MCCOLLUM answered that if the building is vacant, wthout

tenants, it is not Ilikely the developer would record the
condoni ni um docunents until the work was finished. He rel ated
t he devel oper would then declare all five units. 1In a practica

sense it would be inpossible for the devel oper to declare units
or reserve developnent rights since the wunits nmnust be

substantially conplete before they are declared. He reiterated
the devel oper could not record the conversion of 10 units to
five condom niunms until construction was conpleted so it would

not constitute a devel opnent rights issue.

3:57:49 PM
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MR. MCCOLLUM characterized devel opnent rights as a very narrow
term He said devel opnent rights would allow the devel oper to
add units and w thdraw property. He said, "That is it. It is
very, Very narrow. In nost cases you are adding units." Thus
the process of converting units to condom niunms would not be
considered creating the units pursuant to devel opnent rights.
| nst ead, the developer wuld create the condom niuns by
recording the declaration. He explained the typical process a
devel oper would use to develop units on tw floors. The
devel oper could reserve the right to create the five units on
each additional floor, but would not record the anendnment unti
such tinme as the construction was conplete. Theoretically, if a
devel oper needed additional tine to reconstruct the units it
could fall wunder these statutes and the devel oper would need to
approach the condom nium association to extend the devel oprment
rights to create the units.

3:59: 03 PM
REPRESENTATI VE SADDLER asked for clarification on devel opnent

rights. He asked whether "w thdrawing property” is shrinking
the footprint and use | ess real estate.

MR MCCOLLUM answered that is correct. He defined the term
wi thdrawi ng property as a right granted under the act that is
reserved under the declaration. He related a scenario, such

that if 10 acres of a 20-acre parcel is built out, the devel oper
could wthdraw 10 acres. The only limtation would be for the

devel oper to re-class the 10 acres. He said that sonmetines it
is feasible to do so and sonetines it is not. He recalled an
Anchorage project that involved a |arge parcel. The devel oper

had planned to build 600 condom niuns; however, the devel oper
did not finish the inprovenents and defaulted on the property
which went into foreclosure. He described his involvenent. He
reported that he has worked with the Minicipality of Anchorage,
t he devel oper, and the lender to withdraw a major portion of the
parcel for further devel opnent, in part, because the market did
not support the original devel opnent plan. He stated that the
devel oper has been considering building senior housing rather
than building typical condom nium units for about 30-40 acres of
the original parcel

4:00:52 PM
REPRESENTATI VE SADDLER related his understanding of special

declarant rights as an wunbrella concept that would enconpass
devel opnment rights as well as other rights.
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MR.  MCCOLLUM agr eed. He said that special declarant rights
include a whole variety of rights given to devel opers, such as
the right to have sales offices on the property or other things
that allow the developer to continue to develop the property
W t hout interference. He characterized devel opnent rights as a
subcat egory of special declarant rights. He further clarified
devel opnment rights are not considered special devel opnent
rights, but rather are considered a subcategory of declarant
rights and are referred to as devel opnent rights.

4:01: 53 PM

JOE BEEDLE, President; Chief Executive Oficer (CEO, Northrim
Bank, spoke in favor of HB 269 and as an Al aska bank executive
urged support and inmediate action and said that tinme is of the
essence. He elaborated the state |lags slightly behind on UCI QA
with respect to the provisions that allow for tine extensions on
devel opnment projects for condom niuns. Further, this bill would
provide consistency wth national best practices given the
slowing econony and the absorption of real estate projects,
including condom nium projects. He predicted unintended
consequences woul d result by not anending the existing statutes.
He said condom niuns provide higher density construction that

allows developers to allocate Jland for nore efficient
devel opnent and spread anenity costs based on the comon
interest community devel opnment protocol. Addi tionally, many

obstacles nust be overcone wth condom nium construction and
this conmttee has just begun to hear sone of the chall enges

He said today's Dbanking environnent is cautious about
condom niuns. He enphasi zed the projects are significantly nore
conplicated and to add this five-year tinmeout is problematic
since projects that go beyond the tineframe encounter financing
difficulties.

4:04: 38 PM

MR. BEEDLE elaborated on the five-year tinefrane. He said
typically banks don't like to finance projects that wll take
nore than five years to build due to the cost to carry and the
unknown market envi ronnent . He recalled |egal counsel
previously nentioned phasing of projects and he acknow edged
that normally banks want a project absorbed within a few years.
Thus the historical creation of UCIQA for the secondary market
addresses the preference that these projects be defined early,
conpleted, and put into the market. The slow econony has had
uni ntended consequences which has adversely affected the
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contractor declarant and potentially the banks. He reported
that the Northrim Bank currently has eight projects inpacted by
the 100 percent unanimty requirenent and the developers are
adversely i npacted. He predicted not renoving the artificial
i mpedi ment wil | guar ant ee har dshi ps for financi ng and
condom niuns that already face difficulties for various reasons.
He stated that Northrim Bank is a market share leader in
residential construction in Southcentral Alaska, with nore than
50 percent of bank financing for residential construction. Thus
Northrim has had experience working on these projects, albeit
not all good experiences. He trusted the conmttee's action
will be appropriate. He reported he serves as chair of the
Al aska Bankers Association, which is conprised of eight banks
and the group neets on Friday nornings. He anticipated that the

ABA will vote on Friday to support this bill since they have
informal |y expressed concern. He urged nenbers to pass HB 269
so the problematic projects can nove forward. He advised
menbers that Northrim Bank's Senior Vice President, Tera

Tetzlaff, Senior Vice President, Construction Loan Manager 1is
avai |l abl e to answer questi ons.

4:07:27 PM

REPRESENTATI VE JOHNSON referred to page 1, line 12, and read, "A
declaration may not specify a smaller nunber unless all of the
units are restricted exclusively to nonresidential use." He
asked for clarification on how this |anguage would affect
condom ni um storage units.

MR. MCCOLLUM answered that a snmaller percentage of unit owners
can be specified for comrercial projects, since the buyers are
typically nore sophisticated. He related that only 67 percent
is required under current law, AS 38.08.250 (a), as listed in
Section 1 of HB 259. He said this wll «certainly inpact
projects and he was unsure he would ever wite an anendnent for
| ess than 67 percent or two-thirds. He was unsure he has ever
seen one.

4:09:42 PM

REPRESENTATI VE JOHNSON asked whether he predicted any problens
for condom nium storage units.

MR, MCCOLLUM offered his belief this is a marketing decision.
He related in his experience that commercial buyers are nore
careful about reading docunents than residential buyers. He
offered his belief that a buyer would not want to buy into a
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project in which sone ridiculously snmall nunber of people could

i npact the project. He explained that this is an unrelated
issue for typical anendnents to other provisions of the
decl arati on. This provision will only apply to conmercial non-

residential projects. He reiterated this specific provision is
exi sting |aw He pointed out the 80 percent for extension or
granti ng new devel opnent .

REPRESENTATI VE JOHNSON referred to the MacKay buil di ng which was
converted to condomniuns and recalled that at one tine a
business was |located on the ground floor, vyet the |[|anguage
indicates it nust exclusively be non-residential. He asked
whet her that causes any concern.

MR. BEEDLE said he is famliar with the project. He expl ai ned
that the MacKay building project falls under the UC OA; however,
the project is not a condomnium project, but rather is
considered a planned conmunity. In a planned community some of
the ternms are worked out through negotiations and nmarketing.
The specific project, the MacKay building consists of only two
units. Projects of this type wll often wll require 100
percent approval although it depends on the division of
owner shi p. He highlighted that it is inportant to avoid having
one person control the entire building so if one person owns 70
percent the others nust retain sone control; however, this
specific project will not be inpacted by this bill. The sole
purpose of HB 269 is to reduce the percentage necessary to
extend devel opnent rights from 100 percent to 80 percent.

REPRESENTATI VE JOHNSON wanted to ensure it was not an issue.
4:13:16 PM

REPRESENTATI VE SADDLER rel ated hi s under st andi ng t hat
devel opment rights would be described as wthdrawing property
and adding additional wunits. He asked whether that description
is the full extent of devel opnent rights.

MR. BEEDLE answered that developer rights are basically owner
rights in which the devel oper has restricted rights. An owner
woul d be able to nmake any decisions. He stated that devel opnent

rights would be defined in the declarations. He characterized
devel opnent rights as the conpletion of the original plan as
described in the declarations. A devel oper could not "wlly-
nilly" decide to change the project. He |ikened devel oper

rights, such as an entrepreneur naking decisions to develop a
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project people will like, but if the circunstances change the
devel oper nust go back and obtain anmendnments to the declaration.

4:15:10 PM

REPRESENTATI VE SADDLER read, "...and additional devel opnent
rights created...." He related his understanding this |anguage
woul d not give the developer the right to change froma ranch to
a skyscraper. He asked for clarification that the additional
devel opment rights would be constrained by the original
decl arati on.

MR. BEEDLE answered yes.
4:15: 38 PM

REPRESENTATI VE SADDLER inquired as to the reasons the origina
timeframe for the eight Northrim projects is insufficient. He
further asked whether changing the threshold to 80 percent wll
resol ve the issues for the bank with respect to these projects.

MR. BEEDLE responded that the eight situations vary. He
recalled one project in which the absorption was slower. He
poi nted out that when the market is slow the developer is also
on hol d. Further, the devel oper may have spec-built nore units
which could extend beyond the five-year period. Further, if
property nust be sold in the tineframe and not just be | eased.
One uni ntended consequence of carrying rental property which is
later sold is that the timefrane could run beyond the five-year
timefrane.

4:17:02 PM

MR. BEEDLE related a scenario involving vertical devel opnents

or higher rise condom niuns. The devel oper nay have built three
towers, but due to the lack of market response the devel oper
cannot build the fourth condomnium building wthin the

timeframe. In that instance, the condom nium association either
obtains a park or it results in undevel oped property defaulting
back to the condom nium association. He highlighted that the
primary reason for this has been due to the slow market and
absorption of projects is taking longer than five years. He
said no one - the devel oper, the devel opnent rights person, or

the bank - anticipated this would happen. He enphasi zed the
bank did not anticipate the issue arising or it would not have
made the loan in the first place. He pointed out that currently
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several projects Northrim Bank is financing now face the five-
year issue.

4:18: 20 PM

REPRESENTATI VE SADDLER asked whether the 80 percent threshold in
the bill will acconplish the bank's goal.

MR. BEEDLE answered the assunption is that the devel opnent

rights owner has a good relationship with the association. He
offered his belief that the devel oper nust be sophisticated to
devel op a condom nium devel opnent. The successful devel oper
generally sets up the condom nium association and has the
majority votes, communicates well, and recognizes the inportance
of maintaining good relations; however, this is not always the
case. Sonetinmes the developer defaults on the |l|oan and
foreclosure results. The new owner could conme in and not have
good rel ationshi ps. He related his wunderstanding that the
current devel opers Northrim is wor ki ng with on t he
af orenenti oned projects have good relationships. This bill wll

adopt the national standard of the 80 percent threshold. The
advantage of using the national standard is that it provides a
uni form code. Thus the secondary market does not need to
consi der that Al aska has a peculiar rule. He testified in favor
of adopting the 80 percent threshold. He acknow edged obt ai ning
80 percent wll still not be easy, as the flower bed exanple
illustrated.

REPRESENTATI VE SADDLER acknow edged that uniformty has val ue.

4:20:10 PM

TERRY BRYAN, Vice President; Manager, First American Title
| nsurance Conpany (FATIC), spoke in support of HB 269. He
related that FATIC provides title and escrow services to all
communities wthin Alaska via 10 branch offices. He

characterized HB 269 as taking a comobn sense approach to
correct a statute that has established an inpractical inpedinent
to the traditional flow of comerce due to the restrictive
unani nous vote requirenent. He highlighted the evolving real
estate and lending industry needs to update to the UCIQA.  This
bill will remedy issues related to absorption rate, the risk of
lending, or the risk of insuring a property. He said that
Al aska has evolved along wth the national real estate
mar ket pl ace. He enphasi zed that Al aska requires a continual and
sust ai ned flow of developnent. This bill would hel p ensure that
devel opment is not stymed or adversely affected by an

HOUSE L&C COW TTEE -17- March 14, 2012



artificial inpedinment, such as the unani nous approval of project
timelines. He enphasized that the 100 percent approval creates
an artificial inpedinment from his perspective. The bill would
be nmore in conpliance with the nodifications of the UC OA He
concluded that the bill is a conmmon sense approach to the issue.
He stressed the difficulty in obtaining 100 percent of the votes
for anyt hi ng.

4:22:58 PM

BOB PETERSEN, President and Ower, The Petersen Goup, stated
that his conpany is a 30-year construction conpany in Anchorage.
He said his group was the first builder to build a condom nium
in Grdwod under the UCIOA in 1995. He reported that he is on
his sixteenth condom nium building project, which nakes his
conpany the nost experienced condom nium builder in the state
with over 1,000 units conpleted. He testified in support of HB
269.

MR. PETERSEN gave an exanple of the type of problem encountered
with the requirenment of a unaninous vote to change a decl arant

right. He recorded the declaration for one project,
Summerstone, in Anchorage eight years ago, wth 164 wunits
declared to be built over seven year period. The last four

units were finished in year eight; however, since the declarant
rights expired in the seventh year, the devel oper, the Petersen
Group, cannot get clear title to the last four wunits. The
Summer stone Board of Directors (BOD) is unaninously in support
to change the declaration to extend the rights since it benefits
t he honeowners associ ati on. The BOD sent out a proxy to the
homeowners and to date has received 79 or 80 proxies in support
of the extension. He highlighted that there is always a
di ssenter. The BOD is sending another proxy to attract
deci sions on the other 80. This bill would resolve the issue.
He firmy believes that he will be able to attain the 80 percent
approval or better since the BOD unaninmously is in favor of the

ext ensi on. It is good for the honeowner's association and wll
remove the cloud on the title. It will be inpossible to achieve
100 percent approval. The reason it is good for honmeowners

associations to have the ability to change a declarant right is
that during a slow market nany projects cannot be finished in
the timefrane allowed via the UCIOA at the tinme the declaration
is recorded. First, when a project is conpleted it naximzes
the value of the project and avoids vacant |ots that honmeowners
associ ation nust pay taxes on. He pointed out the lot is owned
by the devel oper, but due to a technicality nust transfer the
rights to the honeowners associ ation. He explained that when a
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proforma is done and the devel oper anortizes expenses it hel ps
keeps honmeowners association dues to a mninum From that
standpoint a honeowners association wants the developer to
finish the project and the Municipality of Anchorage (MJA) woul d
be in favor of conpletion since it wll increase the property
tax base. He offered his belief this bill wll address the
technicality and update the UCIOA that nost of the U S. has
al ready adopted as an anendnent to their state statutes.

4:28:17 PM

REPRESENTATI VE SADDLER asked whether the bill has any known
opposi tion.

REPRESENTATI VE HOLMES answered that she was not aware of any.

[HB 269 was hel d over. ]

4:29:10 PM

ADJ QURNIVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
4:29 p. m
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