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ACTI ON NARRATI VE

3:30: 29 PM

CHAIR CLICK BISHOP called the Senate Comunity and Regional
Affairs Standing Comrittee neeting to order at 3:30 p.m Present
at the call to order were Senators Stedman, Hoffman, Egan, and
Chai r Bi shop.

SB 87- MUNI TAXES ON DETERI ORATED PROPERTY

3:31: 06 PM
CHAI R Bl SHOP announced t he consi derati on of SB 87.

3:31:52 PM
EDRA  MORLEDGE, Staff, Senator Kevin Meyer, Alaska State
Legi sl ature, Juneau, Alaska, said SB 87 is a comunity and

econonmi ¢ developnment bill. She stated that SB 87 wll allow
muni ci palities to further incentivize the rehabilitation,
denol i ti on, and redevel opnent of blighted properties in

deteriorated comunities. She revealed that a current Al aska
statute allows nunicipalities to offer optional property tax
incentives that are intended to encourage redevel opnent of
deteriorated properties. The nunicipality nust pass an ordi nance
and adhere to specific application procedures as outlined in the
statute. Under the current law, a nunicipality my offer the
optional tax for redevelopnent if one of the two follow ng
conditions are net:
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1. The property is a conmercial property not used for
residential purposes.

2. The property is a multi-unit residential property with at
| east eight residential units.

M5. MORLEDCE specified that SB 87 provides three anmendnents to
the current statute:

1. Technical change that fixes the omssion of the word "not"
in the conmercial property section.

2. Amrends the residential property rehabilitation section by
clarifying that the eight unit requirenent can either be at
the time of the application for tax exenption or deferral
or at the conpletion of the project.

3. Arends the statutes to clarify that when a single entity
owns mnultiple residential properties within one designated
deteriorated area, those properties can be considered
collectively to satisfy the statute's eight unit m ninum

She reiterated that the nmunicipality still has to pass an
ordinance to offer any of the optional incentives and the
devel oper would still have to go through the proper application

process that ultimately nust be approved by the rmunicipality.
She detailed that the <change adds clarity and greater
flexibility for nunicipalities to craft incentives for |arger
redevel opnent projects that neet their specific goals.

3:34:52 PM
She expl ai ned the statutory changes from SB 87 as foll ows:

Page 2, lines 11 and 12, clarifies that the deferra
can be at the sanme time of application or at the
conpletion of +the project. R ght now the current
statute does not clearly state at which point the
eight residential wunit requirenent can be net and so
there is sonme anbiguity in the current statute.

Page 2, lines 13-17, clarifies that a single entity
that owns nultiple properties within in one designated
deteriorated area can be considered collectively to
satisfy the eight unit requirenent.

Page 2, line 26, a technical amendnment to insert the
word "not" after "has;" the reason for this, the way
that it currently reads is you would be eligible for
the tax exenption on deferral if a commercial property
has a structure on it that is over 15 years of age

SENATE CRA COW TTEE - 3- March 31, 2015



that has undergone sone substantial rehabilitation,
renovation, denolition, renoval, or replacenent which
doesn't necessarily make sense for a devel oper who
wants to go in and redevel op an area.

3:36: 32 PM
CHAI R BI SHOP asked her to clarify that the word "not"™ provides
direction.

MS. MORLEDGE answered correct.

CHAIR BISHOP asked what the significance 1is for eight
properti es.

M5. MORLEDGE replied that the intent is to incentivize |arger
redevel opnent projects so that a single honmeowner could not
apply for the exenption.

CHAIR BISHOP asked how a designated deteriorated area 1is
defi ned.

3:39:52 PM

BRYANT ROBBINS, Assessor, Minicipality of Anchorage, Anchorage,
Al aska, explained that the assenbly defines the designated
deteriorated area. He detailed that the Anchorage nunicipal code
has a set of criteria that the assenbly |ooks at in determning
whet her an area qualifies.

CHAI R BI SHOP asked if a devel oper would have to nake their case
before the assenbly based on the set designated deteriorated
area paraneters.

MR ROBBINS explained that the application process is submtted
to the Chief Fiscal Oficer (CFO of the nunicipality. He
detailed that the application noves on to the mayor and then the
assenbly if approved.

3:41:49 PM

SENATOR KEVIN MEYER, Alaska State Legislature, Juneau, Al aska,
SB 87 sponsor, stated that the bill is very inportant to
Anchorage. He asserted that the Anchorage property tax base
benefits when groups Ilike Cook Inlet Housing targets and
devel ops deteriorated areas. He added that neighborhood val ues
go up and additional housing is provided to | ow i ncone folKks.
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CHAIR BISHOP agreed with Senator Meyer's assessnment and noted
that the Cook Inlet Housing Authority has done good work in
bri ngi ng up Anchorage's real estate val ue.

3:43: 01 PM

GABE LAYMAN, Executive Vice President & GCeneral Counsel, Cook
Inlet Housing Authority (CIHA), Anchorage, Al aska, explained
that CIHA is one of 14 regional housing authorities that deliver
safe and affordable housing to Ilowincone Alaskan seniors,
famlies, and individuals. He said CIHA's area covers the entire
Cook Inlet Region and pronotes honeownership though |[ending
progranms as well as managing 1,200 rental units from Seldovia to
the Mat-Su Vall ey.

MR. LAYMAN expl ai ned the changes nade by SB 87 as foll ows:

SB 87 is legislation that could have sonme very
positive statewi de inpacts. But to make clear what SB

87 does and does not do, |I'mgoing to use Anchorage as
an exanple. So as you all know, there are comunities
Wi t hin Anchor age t hat experience bl i ght,
di si nvest nent, and deterioration. Hi storic
nei ghbor hoods like Fairview and Spenard have
tremendous potenti al for redevel opnent, but sone

portions of +those communities are "private sector
Kryptonite" wth contanminated former gas stations,
drug houses seized by |aw enforcenment, and properties
with large, blighted structures that are costly to
denolish because they were built wth hazardous
materials. Market conditions and federal, state, and
| ocal regulation nmake it very expensive to acquire and
redevel op properties like these. For that reason, we
have seen very little private sector redevel opment of
blighted properties anywhere in Alaska. So while the
worst of the worst properties in these conmunities
remai n untouched, the sickly shadows that they cast
are going to continue to discourage any investnent in
properties | ocated nearby.

3:44: 57 PM
He continued his overview on the inpact from SB 87 as foll ows:

Presently, there are very few tools that are avail able
to encourage private investors to take on the risk

t hat is associated wth the redevel opnent of
deteriorated properties. One tool that does exist, at
least in theory, is a state statute that gives
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muni cipalities the option of offering property tax
incentives for the rehabilitation or redevel opnent of
deteriorated properties. The applicable statute, AS
29.45.050(0), creates an optional tool that allows
muni ci palities to encourage redevelopnent in their
nost blighted areas. The vision was for nunicipalities
to enploy this tool to encourage private investnent,
pronote econom c devel opnent, and ultimately to
i ncrease their municipal tax bases.

Unfortunately this vision has not been realized. | am
aware of only two comunities that have opted-in by
adopting an ordinance that aut horizes optional
property tax incentives for the redevelopnent of
deteriorated properties: Anchorage and the Fairbanks
North Star Borough. I'm not aware of any projects in
Fai r banks that have benefited from this provision and
to ny know edge only three or four in Anchorage have.
The question is really why isn't this tool being used?
Devel opers would like to use it and in Anchorage at
| east, the municipality has been willing to nake it
avai l able. Unfortunately the authorizing statute is
confusing and in sone ways overly restrictive. SB 87
would clarify the statute and neke inprovenents that
woul d enhanced its useful ness.

3:46: 22 PM
MR LAYMAN reviewed what SB 87 and the current |aw does not do
as foll ows:

Neither the existing statute nor SB 87 requires
muni ci palities to provide tax incentives of any kind.
Muni cipalities nust, by ordinance, opt-in if they want
to offer this tool to developers. Further, once a
muni ci pality opts-in, it retains the ability to
eval uate project applications on a case-by-case basis.

He explained that SB 87 nmekes three significant inprovenents to
current legislation as foll ows:

The first is that the statute presently provides that
a residential property has to be eligible for property
tax abatement from a nunicipality if it is a "mlti-
uni t resi denti al property wth at | east ei ght
residential units.” It is not clear at what point in
time the property nust have eight residential units to
qualify; this language is anbiguous and has confused
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both nrmunicipality officials and developers. SB 87
clarifies that this requirenment could be satisfied
either at the time of application for exenption or
deferral, or at the time of project conpletion. Wy
does that matter? The answer is it really makes it
clear that the purposes of the statute, which are to
authorize locally determned efforts to elimnate
bl i ght and redevel op deteriorated properties, could be
satisfied in multiple ways. A developer could seek
property tax incentives for a project that would turn
two blighted units into eight new, quality hones, or a
devel oper could seek property tax incentives for a
project that would renove eight blighted units in an
overly dense nei ghborhood and replace themwith two or
four new, high quality hones.

3:48: 17 PM
MR. LAYMAN revi ewed the second inprovenent as foll ows:

SB 87 would anend the authorizing statute to clarify
that an entity could apply for property tax incentives
when it owns mul tiple resi denti al properties,
collectively having eight or nore units, all within a
single deteriorated area. This anendnent is intended
to encourage developers to revitalize deteriorated

ar eas by acquiring mul tiple properties and
redeveloping them in a coordinated rmanner. For
exanple, if a developer owns a nunber of snal

properties in a deteriorated area, such as 8,000
square foot single famly residential lots in

Fairview, those parcels thenselves are not currently
eligible for municipal property tax incentives because
t hey cannot each independently support eight or nore
units and this remains true even if the devel opnent as
a whole would inpact a substanti al nunber  of
properties and produce dozens of housing units; we
need to find a way to fix that and that's exactly what
SB 87 woul d do.

3:49: 23 PM
He explained the third i nprovenent as foll ows:

SB 87 nmkes a technical anendnent to the current
statute to fix the omssion of this single, but very
inportant word, "not." The statute currently states
that commercial property is eligible if it "has a
structure on it not less than 15 years of age that has
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under gone substanti al rehabilitation, renovati on,
denolition, renoval, or replacenent.” Inserting the
word "not" after the word "has" ensures that the
statute is not inadvertently encouraging conmercial
properties that have been inproved within the past 15
years and while it seens like a small thing, in
actuality this mnor t echni cal issue alone is
currently an inpedinent to the redevelopnment of
Anchorage's historic Fourth Avenue Theater by an

extrenely i nterested and very capabl e private
devel oper.
VR. LAYMAN sunmarized that SB 87 wll pronote econonic
devel opment and further enpower nunicipalities to address blight
and deterioration in a locally controlled manner and wll not

cost the state a dine.
CHAI R BI SHOP commended M. Layman for his presentation.

3:51:17 PM

PAUL FUHS, | obbyist, Fairview Business Association, Anchorage,
Al aska, explained that an unclear state statute does not allow
devel opers to qualify for replacing old, deteriorated properties
in Fairview with multi-famly housing. He stated that SB 87
clarifies the state statute in a common sense way and allows
Anchorage to address its | owincone housing issue.

MR. FUHS detailed that designating an area as deteriorated
allows for redevel opment without having to go through a bunch of
hoops with the CFO He noted that deteriorated properties are
defined by a list of criteria that includes declining property
val ues and abandoned properti es.

He pointed out that the SB 87 allows developers to put in and
pay for nunicipal infrastructure that can be witten off agai nst
their property taxes. He added that redevelopnent property
owners pay the assessed value of the property as it was and
asserted that the project is not a tax holiday. He specified
that the redevel opnment property is an abatenent where the new
assessed value is paid when the investnent or infrastructure is
pai d of f.

He revealed that Tacoma used the sanme property rehabilitation

paraneters that resulted in 2,500 new units, $48 million in new
construction, and $6 mllion in new assessed value for the city.
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MR. FUHS sunmari zed that SB 87 has a | ot of good |ogic behind it
and clears up a gray area on housing. He added that conmunities
ot her than Anchorage can al so take advantage of SB 87.

3:54: 42 PM
CHAIR BISHOP pointed out that Tacoma's $6 mllion in direct
dollars to its tax base did not count the $43 mllion in

construction wages that were spread throughout the city during
construction tine.

SENATOR EGAN asked himto verify that when the inprovenents are
witten off, the nmunicipality owns the utilities.

MR. FUHS answered correct. He specified that the inprovenents
are an upgrade to the whole infrastructure and are not
i ndi vi dual hookups.

SENATOR EGAN asked if the inprovenments are done to nmunici pal
code.

MR. FUHS answered yes. He detailed that the nmunicipal planning
departnment tells the devel oper what they have to do.

3:55:46 PM

CHAIR BISHOP closed public testinmony. He comented that he
thinks SB 87 is a good bill. He noted that he is famliar with
the Fourth Avenue Theater issue in Anchorage and is hopeful that
the bill will help nmake the theater project becone a reality as

wel | as other properties in Anchorage.

3:56:11 PM
CHAI R Bl SHOP announced that SB 87 will be held in commttee.

3:56:45 PM

There being no further business to conme before the commttee
Chair Bishop adjourned the Senate Community and Regional Affairs
Standing Conmittee neeting at 3:56 p. m

SENATE CRA COW TTEE -9- March 31, 2015



