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Ucgisintthc jEtfuboct nnb &ub(t Committee

Senator Jalrnar Kerttula. Chairman

March 15, 1990

TO: Senator

FROM: Senator

Attached is a proposed letter of intent to
Senate Bill 307, which 1 am planning on
suggesting to the Senate Labor and Commerce
Committee.



PROPOSED LABOR AND COMMERCE COMMITTEE

LETTER OF INTENT TO SENATE BILL 307

It is the intent of the Labor and Commerce Committee that
a municipality is not to charge a greater interest under
section 1(a) (1) than 1is necessary to sustain the costs of
administering foreclosure activities and warehousing property
documents until the time of repurchase.



STATE OF ALASKA BILL VERSION: m
1990 LEGISLATIVE SESSION PUBLISH datf.» 2/10/90

FISCAL NOTE

REQUEST:

Title! AR Kt TeTating to property core-  RENCYMPed LSeTmainy 2 feaions Ajfatrs

closed upon by a municipality.” S

Sponsor : Senator Pearce Components :

Requestor:

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEQUS

TOTAL OPERATING -0- -0- -0- -0- -0- -Nn-
CAPITAL

REVENUE |

FUNDING: (Thousands of Dollars)

GENERALFUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS

OTHER

TOTAL -n- ~-0- 1 -0- _0- -0- -n-

POSITIONS:

FULL-TIME -0- -0- -0- -0- -0 e -0-
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)
There is no fiscal effect for FY 90.

(Tyv- -
Prepared by: Jim Plasman. nenntv Director Phone: * -4750
Division ; Municipal Vv Regional- Assistance Dnic: fr-L
Annrnvpd hv Commissinnpr « Date: |_ |\] H
Agency: Community & Regional Affairs

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agcncy(ies) page - £_ of



STATE OF ALASKA Bill Version: SB 307
1990 LEGISLATIVE SESSION Publish Date: 271 lol90

FISCAL NOTE

Revision Date: Agency Affected: Department of Revenue
Title: Repurchase from Municipality of BRU: Treasury

Foreclosed Property

Sponsor: Pearce Components:

Requestor: Senate Community & Reqgiona.

Affairs

EXPENDITURES/REVENUES * (Thousands of Dollars)

1 1 FY 91 1 FY 92 1 FY 93 1 FY 94 1 FY 95 1 FY 96
1 OPERATING 1 1 1 1 1 1
| PERSONAL SERVICES 1 0 1 (o] | 0 | 0 i o} | 0
J TRAVEL ! o} | 0 1 0 | 0 1 0 | 0
| CONTRACTUAL ! 0 1 0 1 0 ! 0 i 0 1 0
|  SUPPLIES 1 o | 0 1 0 | 0 ! o | 0
j EQUIPMENT 1 0 1 o} | o 1 0 1 0 1 0
j LANDS & STRUCTURES 1 0 i o} | o i 0 1 0 | 0
I GRANTS, CLAIMS | 0 1 o} | 0 i 0 1 0 | 0
i MISCELLANEOUS 1 0 1 0 i o} | 0 1 0 1 0
1 TOTAL OPERATING 1 0 1 0 1 o 1 0 1 0 1 0
CAPITAL
1 REVENUE 1 0 1 0 1 0 1 0 1 0 1 0
FUNDING: (Thousands of Dollars)
| GENERAL FUND | ) 1 0 1 0 1 0 1 0 1 0
| FEDERAL FUNDS | o 1 0 1 0 1 0 1 0 1 0
| OTHER | 0 1 0 1 0 1 0 i 0 1 0
1 TOTAL 1 0 1 0 1 0 1 0 1 0 1 Y
POSITIONS:
| FULL-TIME | 0 1 1 0 1 0 1 0 1 0
| PART-TIME | 0 1 o} ! 0 1 0 0 1 0
1 TEMPORARY i 0 1 0 1 0 1 0 1 0 1 0
ANALYSIS: attach a separate page for analysis.
Fiscal year 1990 effect is zero.

Prepared By: Milt Barker Phone: 465-2350
Division: Treasury Date: February y. 1990
Approved by Commissioner Date: zZ ' &
Agency: Department of Revenue
Distribution (by preparer):

Legislative Finance

Legislative Sponsor

Requestor

O ffice of Management and Budget

of

Impacted Agency(ies) page



Alaska State Legislature

3111C Street, Suite 1) Dnrg
Anchorage, Alfaska 99503 BoxV
909/) Juneau, Alaska 998]1
(907) 4654003

Senator Drue Pearce

District
SPONSOR STATEMENT

TO: Senator Dick Eliason, Chairman
Senate Labor and Commerce Committee

FROM: Senator Drue Pearce
RE: Senate Bill 307
DATE: March 5, 1990

Current statutes provide that the previous owner may repurchase a
tax foreclosed property for 10 years after foreclosure but before
the property is sold. To redeem the property, the previous owner
must pay the full amount owed to a municipality under the judgment
and decree plus interest not to exceed 15 percent a year from the
date of entry of the judgment to the date of repurchase PLUS
delinquent taxes and levied as though the property had remained 1in
private ownership PLUS <costs of foreclosure and sale. If a
municipality sells the property during the 10 year period, the
previous owner is entitled to the proceeds beyond the <costs
mentioned above.

No provision is made for a municipality to recover "holding costs"”
that include insurance, maintenance and repair, association dues,
reasonable management fees and such other costs that a prudent
property owner would 1incur.

The Alaska Municipal League and the Municipality of Anchorage
support passage of this legislation.

DP: jf



STEVE COWPER, GOVERNOR

»KI*T. OF COMMUNITY & IKKtilONAL AFFAIILIS 0 p.o. 00Xo
JUNEAU. ALASKA 990112100

PHONE: (907) 465-4700

1 949 E. 36TH AVENUE. SUITE 4C0
ANCHORAGE. ALASKA 9950B-4302
PHONE: (907) 563-1073

OFFICE OF THE COMMISSIONER

February 14, 1990

POSITION PAPER
RE: Senate Bill 307
SPONSOR: Senator Drue Pearce

Program Effects

Senate Bill 307 provides for reimbursement to municipalities
for <certain costs incurred as a result of maintaining and
managing property which has been Tforeclosed on because of

non-payment of local property taxes. The bill adds to the
existing list of costs those expenditures by a municipality for
insurance, repairs, association dues (condominium), and

management fees.

Comments

Over the past few vyears, as municipal economies have been
negatively impacted by reduced revenues, the subsequent
reductions in populations have magnified problems related to
property foreclosure. Municipalities typically must foreclose
on properties which are less desirable and, therefore difficult
to sell. Those types of property are likely to be in need of
costly repair before they can be marketed. These problems,
combined with a glut of available property on the market, cause
the holding period to be extended, thereby increasing the costs

to municipalities for maintenance and management of the
properties.

The department supports the passage of SB 307. The bill
provides for fair and reasonable reimbursement of maintenance
and management expenses, and only to the extent that those
expenses exceed any income to the municipality through rental
or other payments made during the holding period. The recovery
of these costs through the sale of the property would eliminate
the present necessity of the municipality having to pay the
costs by using other locally-

21-PIIH
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IHKUIONAL AFFAILILIS

OFFICE OF THE COMMISSIONER

OF COMMUNITY &

February 14, 1990

POSITION PAPER

STEVE COWPER. GOVERNOR

0 PO BOXB

JUNEAU. ALASKA 99811:2100
PHONE: (907) 4654700

HAOE. 38THAVENUE, SUITE 400
ANCHORAGE, ALASKA 095084302

PHONE: (907) 5631073

RE: Senate Bill 307

SPONSOR: Senator Drue Pearce

Program Effects

Senate Bill 307 provides for reimbursement to municipalities
for certain costs incurred as a result of maintaining and
managing property which has been foreclosed on because of
non-payment of local property taxes. The bill adds to the
existing list of costs those expenditures by a municipality for
insurance, repairs, association dues (condominium), and
management fees.

Comments

Over the past few years, as municipal economies have been
negatively impacted by reduced revenues, the subsequent
reductions in populations have magnified problems related to
property foreclosure. Municipalities typically must foreclose
on properties which are less desirable and, therefore difficult
to sell. Those types of property are likely to be in need of
costly repair before they can be marketed. These problems,
combined with a glut of available property on the market, cause
the holding period to be extended, thereby increasing the costs
to municipalities for maintenance and management of the
properties.

The department supports the passage of SB 307, The bill
provides for fair and reasonable reimbursement of maintenance
and management expenses, and only to the extent that those
expenses exceed any income to the municipality through rental
or other payments made during the holding period. The recovery
of these costs through the sale of the property would eliminate
the present necessity of the municipality having to pay the
costs by using other locally-



Fairbanks North Star Borough

March 13, 1990

The Honorable Dick Eliason, Chairman
Senate Labor and Commerce Committee
Alaska State Legislature

P.0O. Box V

Juneau, Alaska 99811

Dear Senator Eliason:

The Fairbanks North Star Borough is concerned about any proposal to
change the provisions of Senate Bill No. 307 that affects interest
rates which can be charged on delinquent taxes (Section I1.A.l).

The original language of the bill perpetuates the current
provisions in AS 29.45.250 and AS 29.45.470 relating to interest
on delinquent taxes, and is appropriate 1in its present form.

Our opposition to changing the interest rate provision on
delinquent property taxes is based on experience. The Fairbanks
North Star Borough charges only 8% interest on delinquent taxes.
Our observations are as follows:

Some individuals are willing to let their taxes go unpaid because
the interest rate we were charging is less than could be obtained
from any lending institution. In some cases, 1individuals who have
the funds to pay the Borough taxes refuse to do so because they
have their money 1in investments which were yielding higher rates of
return than the Borough was charging. The Borough in effect has
been an involuntary lending institution.

The low rate of interest on delinquent taxes provides an incentive
for people not to pay delinquent taxes once they became delinquent.
This results in unnecessarily high rates of delinquency and more
difficult foreclosure processes. The overall affect of this
situation is to penalize those members of the community who pay
their taxes timely as a matter of civic pride, or respect for the
intent of the law. This occurs because it becomes necessary to
raise our mill rate to compensate for the unnecessarily high rate
of delinquency; thus, those who pay timely also have to pay more
because of a few individuals who take advantage of the situation.

The situations described above were much more serious a few years

ago when interest rates were generally much higher than they are
presently.

809 Pioneer Road . P.0. Box 1267 Fairbanks, Alaska 99707 . 907 452-4761



Letter to Sagnator Dick Eliason
March 13, 1990
Page Two

Our experience points out that it is desirable to have the rate of
interest charged by the Borough to be similar to what is being
charged in the financial community. IT the municipalities interest
rates become much less than the market rate, serious collection
problems result, and the timely taxpayer 1is ultimately harmed.

I would also like to point out that the State law only sets a

maximum which the taxing authorities may charge. In our case the
Assembly has kept the actual rate charged well below the maximum
allowed. It is appropriate for some latitude 1in this decision to

be left to the individual municipalities in order that they might
address their specific situations appropriately.

Senate Bill No= 3Q7 clarifies the municipality®"s ability to be
reimbursed for costs incurred incidental to the enforcement of
property tax liens, and is appropriate in its present form. The
Fairbanks North Star Borough Administration supports 1its passage as
currently worded.

Thank you for considering our concerns relating to this bill.

Mayor

cc: Senator Drue Pearce
Alaska Municipal League



March 13, 1990

The Honorable Dlck Eliason

The State Senate
Chair, Senate Labor and Commerce Committee

Juneau, Alaska 99801

Dear Honorable Eliason:
SUBJECT: SB307 - Relating to Property Foreclosures

The City and Borough of Juneau supports the intent of SB307, which allows
municipalities to 'recover costs Incurred in maintaining and r_nanagmc};
foreclosed property”. W also support the interest rate cap provision 0

15%.

We are concerned that the committee would consider an Interest rate cap
Inconsistent with other parts of Title 29. W recommend, at minimum, the
interest rate be consistent at 15% through the redemption period. W
support our position for the following reasons:

1. Rates should be consistent throughout the foreclosure process. This
reduces municipal work loads and confusion.

2. Property tax is the main source of revenue for our general operating
budget.  Interest rates should be high enough to act as an Incentive.
Our experience has shown taxpayers tend to use tax delinquencies as a
method of financing when Interest rates are high.

The City and Borough currently charges 10% interest on delinquent
accounts. W consider that rate reasonable and would like to retain the
flexabllity of adopting highest rates if the need arises.

If 'yvou have additional questions please feel free to contact me at
586-5215.

cc: Senator Drue Pearce

h~5 south Seward Street, Juneau, Alaska 99801



DEPARTMENT OF FINANCE
Tfoaiury Divliion

March 13, 1990

Dick Eliason, Senator
Chair of the Senate Labor & Commerce Committee

Alaska State Legislature

Pouch V
Juneau, Alaska 99811

Dear Senator Eliason:

Subject: Senate Bill 307 "An Act Relating to property foreclosed
upon by a Municipality"”

We have been informed that the Senate Labor & Commerce Committee
heard testimony on Senate Bill 307 that proposed vreducing the
interest rate specified in section l.a.l. of the Bill,

The interest rate cap should not be changed. The 15% maximum rate
under the current law allows municipalities the flexibility
necessary to tailor delinquent tax interest: rates to local

conditions, community opinion and market conditions.

The Municipality 3trongly supports Senate Bill 307 as it was
introduced; to permit municipalities to effectively maintain
foreclosed property for the benefit of the neighborhood and the
community without imposing the cost of holding these properties on

other taxpayers.

Sincerely,

Ellen 3. Braden
Treasurer

EBB:svj

cc: Senator Drue Pearce



By: Hank Hove
Introduced: 03708790
Adopted: 03708790

RESOLUTION NO. 90-029

A RESOLUTION URGING PASSAGE OF SENATE BILL 307 RELATING TO
PROPERTY FORECLOSED UPON BY A MUNICIPALITY

WHEREAS, if a municipality forecloses on property when
costs such as management fees, association dues or rent 1is due,
there are no provisions for a municipality to recover those

costs; and

WHEREAS, 1if repair is necessary on a foreclosed piece
of property or if there exists a Hazardous situation on
foreclosed property which a municipality is responsible for,

there are no provisions for recovering those costs; and

WHEREAS, Senate Bill 307 provides that a municipality
may recover expenses for insurance, repairs, maintenance costs,
association dues, and management fees that exceed amounts

received by the municipality for use of the facility.

NOW, THEREFORE, BE IT RESOLVED that the Fairbanks North
Star Borough Assembly urges the passage of Senate Bill 307.

BE IT FURTHER RESOLVED that copies of this resolution
shall be sent to the Honorable Steve Cowper, Governor, State of
Alaska, Larry Merculieff, Commissioner, Department of Commerce
and Economic Development, David Hoffman, Commissioner, Department
of Community and Regional Affairs, the Honorable Mike Szymanski,
Chairman, Senate Community and Regional Affairs Committee, the
Honorable Richard "Dick™ Eliason, Chairman Senate Labor and

Commerce Committee, and all members of the Interior Delegation



PASSED AND APPROVED THIS 8TH DAY OF MARCH, 1990.

Presiding Officer j/

ATTEST:

Clerk of the Assembly

RESOLUTION NO. 90-029
Page 2 of 2



MUNICIPALITY OF ANCHORAGE 1989 1L SISLATIVE PROGRAM

TITLE; Holding Costs on Foreclosed Property A.S. 29.45.480(a)&(b)
SPECIAL LEGISLATION REQUEST:

Amend A.S. Sec. 29.45.470(a) by adding after "costs of foreclosure
and sale” the following: ...and holding costs 1including Insurance.
maintenance and repair, association dues, reasonable management fees
and such other costs that a prudent property owner would 1incur.

Likrwise, amend A.S. Sec. 29.45.480(b) by adding the same phrase as
above to the first sentence. Also add the words ™"and holding <costs"”
to sentence two after the words "interest and costs".

BACKGROUND/JUSTIFICATIONt

The current statutes provide that the previous owner may repurchase a
tax foreclosed property for 10 years after foreclosure but before the
property is sold. To do so, he must pay the full amount applicable
to the property under the judgment and decree, with interest not to
exceed 15 percent a year from the date of entry of the judgment of
foreclosure to the date of repurchase, and delinquent taxes assessed
and levied as though it had continued in private ownership, and costs

of foreclosure and sale. In addition, 1if the municipality sells the
property during the 10 year period, the previous owner is entitled to
the proceeds, beyond the costs mentioned above. No provision is made

for the Municipality to recover "holding costs".

fr-ric: -nr NtO'Zr j-"te.ir arc™: Feosr”.-.l

STAFF CONTACT: Bob tfexson, Chief Fiscal Officer, 343-6610





