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Kenai Peninsula Borough

Board of Equalization Hearing Minutes
June 11, 2007 Borough Assembly Chambers

CALL TO ORDER

The Kenai Peninsula Borough Board of Equalization convened on June 11, 2007, in the Assembly
Chambers of the Borough Administration Building in Soldotna, Alaska.  Board Chair Betty Glick
called the meeting to order at 9:00 a.m.

ROLL CALL

There were present:

Betty Glick, Chair
Saylor Rehm, Vice Chair
Barbara Belluomini
Jerry Hobart
Michelle Medley

comprising a quorum of the Board.

Also in attendance were:

Shane Horan, Director of Assessing
Randy Hughes, KPB Appraiser
Paul Knight, KPB Lead Land Appraiser
Denis Mueller, KPB Residential Appraisal Manager
Derrill Weaver, KPB Senior Appraiser
Brandon McElrea, KPB Appraiser
Gary Roten, KPB Appraisal System Analyst
Jim Butler, Attorney for the Board of Equalization
Sherry Biggs, Borough Clerk
Johni Blankenship, Deputy Clerk

Board Chair Glick read the statement of procedures for the Board of Equalization hearings.

Borough Clerk Sherry Biggs swore in all those present who provided testimony.
(09:10:50)

APPEAL NO. 2007-101
Richard and Judy Kroll
Assessor’s Parcel No. 174-291-16
Legal Description 41125 Alan Street

T6S R13W SEC 12 HM 0950020 
Kachemak Estates Subdivision No 9 Tract 1 

Borough Clerk Sherry Biggs swore in Richard and Judy Kroll.

Richard Kroll, appellant, requested an additional 30 minutes based on the complexity of the
evidence submitted by the Assessing Department.  KPB Residential Appraisal Manager Denis
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Mueller objected to the request, stating the evidence was not complex enough to merit additional
time.  Board Chair Glick ruled the issue at hand was not complex and did not merit additional time.

APPELLANT’S PRESENTATION

Richard Kroll stated the subject property was just less than 4.1 acres and was immediately adjacent
to East End Road in Homer.  He stated the smaller cabin was 16 feet by 20 feet and the larger cabin
was 24 feet by 24 feet.  Together the cabins were less than 1,000 square feet.  Mr. Kroll said the
cabins originally were located on the back of the property and it was understood that when he
moved the cabins highway access would be granted without any problem.  Highway access was not
granted and the property was only accessible by Allen Drive.  The new location of the cabins was
a few hundred feet from Allen Drive and therefore the expense to create a driveway was too
restrictive to merit construction of a new driveway.

Mr. Kroll testified each cabin had only one interior door in each and that was the door to the
bathroom.  He stated the bathrooms were small and required the use of RV fixtures and had
antiquated plumbing.  He said each cabin had a small loft and the small cabin’s loft was so small
there was only one spot in which an adult could stand upright.

Mr. Kroll explained the small cabin was constructed in 1998 and the second cabin was constructed
in 1999.  He indicated a cost of approximately $50,000 for the construction of the two cabins.  In
2000, the KPB Assessing Department originally valued the cabins at $92,000.  Mr. Kroll stated he
appealed the 2000 valuation and appeared before the Board of Equalization.  He stated, after hearing
the evidence he presented, the Board of Equalization revalued the cabins at $53,500.  Mr. Kroll
indicated the assessments had continued to rise on an annual basis.   He said in 2005 the assessment
was raised by approximately 27 percent on the structures.  He appealed again in 2005 and the
structure values were again reduced by the Board from $96,000 to $70,000.  Mr. Kroll stated the
2006 assessment was an increase of approximately 13 percent from the corrected valuation in 2005.
He appealed the 2006 assessment and his request to appear telephonically before the Board of
Equalization was denied, subsequently the Board upheld the 2006 value as determined by the KPB
Assessing Department.    

Mr. Kroll stated the Assessing Department did not increase the value of the land in 2007 and he
believed the land was properly valued and comparable to the land around him.

He stated the Assessor did not rely upon sales data from the area, instead, he used property from
the Homer area.  He indicated Homer had services available to their properties and his property was
located in Kachemak City which had no amenities.  He referenced page 2f of the Appellant’s
Evidence and stated the sales in Kachemak City had only risen by 5.64 percent.  He stated he looked
at actual sales in the area to comprise his data.  He referenced page 59 of the Assessor’s Evidence
and indicated the appraiser used sales in Neighborhood 210 which included Homer.  He indicated
sales in the city of Homer would be higher because of the services available.  He also argued the
appraiser used single family dwellings as comparable properties instead of cabins.  

Mr. Kroll reference page 2g of the Appellant’s Evidence and stated there had been a total increase
in sales price in the Kachemak City area from 1998 to 2006 of 79 percent, conversely, his property
had increase in assessed value by 88 percent in the same time frame. 
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He referenced pages 64-65 of the Assessor’s Evidence and stated his belief that the use of
neighborhood 210 was incorrect.  He stated nine of the thirty-one sales used in the Sales Ratio
Study were over-assessed by the Borough.

Mr. Kroll referenced page 80 of the Assessor’s Evidence and stated the Homer area listings
presented list prices versus assessed prices and indicated list prices had gone down in the last four
years and assessed values had gone up.

Mr. Kroll stated the property was set on piers and there was no skirting around the cabins, therefore,
the water system was not protected against the elements.  He said the siding was built with spruce
bark beetle killed lumber and required a great deal of maintenance and was of low quality.

(09:38:58)

QUESTIONS BY THE BOARD

Board Member Rehm asked Mr. Kroll for clarification on why he was not granted direct access to
East End Road.  Mr. Kroll stated the Department of Transportation (DOT) completed a survey
which indicated the slope of the land at the requested access point presented a potential hazard as
well as  DOT’s desire to eliminate additional feeder roads to the highway for safety reasons. 

Board Member Rehm asked if there was a septic system on the property.  Mr. Kroll stated there was
no septic system on the property, but there was a holding tank which had been assessed at $1,500.

Board Member Hobart referenced page 2g of the Appellant’s Evidence and asked if the Multiple
Listing Service (MLS) information were sales values or assessed values.  Mr. Kroll stated it
contained listed prices and the sales prices not the assessed values.  Ms. Kroll stated the list price
of homes in the Kachemak area was considerably lower than the actual sales prices.

ASSESSOR’S PRESENTATION

KPB Senior Appraiser Derrill Weaver provided an overview of the valuation as determined by the
Assessing Department.  Mr. Weaver stated the subject property was located in the community of
Kachemak City just east of the city limits of Homer.  Land improvements included a cistern and
holding tank.  Building improvements include a cottage with a loft and a cabin with a loft.  The
property had an excellent view of Kachemak Bay.  Neighboring properties were improved with a
mixture of single family, multi-family and commercial buildings.

Mr. Weaver stated the appellant appealed the value of the subject property for assessment year
2005.  He stated an on-site inspection resulted in a reduction of the 2005 assessment from $159,500
to $134,300.  Upon receipt of the adjusted assessment the appellant withdrew his appeal.  Mr.
Weaver stated the appellant appealed the value of the subject property for the assessment year 2006
due to an increase of 13.25 percent of the 2005 assessed value.  He stated the increase was based
on sales in the Homer area.  An on-site inspection was performed and square footage of one of the
decks was reduced which resulted in an overall reduction from $152,100 to $151,000.  Upon receipt
of the adjusted assessment the appellant appealed his 2006 property assessment.  The Board of
Equalization upheld the Assessor’s recommended value of $151,000.

Mr. Weaver stated upon receiving the 2007 assessment notice, the appellant filed an appeal due to
an increase of 25.23 percent over the 2006 value.  He stated upon review of the property record
cards he noted a couple of errors related to the new computer-assisted software program.  Mr.
Weaver reduced the 2007 assessed value from $189,100 to $167,500.  
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Mr. Weaver stated the appellant indicated there had been no physical change to the subject property
in 2006.  He testified in 2006, the Kenai Peninsula Borough appraisal staff investigated, inspected
and qualified thirty-one improved residential property sales in the Homer area.  He said the
weighted mean of those sales indicated a market increase for 2007.  The weighted mean of the sales
was 95.32 percent, which indicated that after the market increase, the Assessing Department was
assessing improved property at 95.32 percent of the sale price for 2007.  Borough wide, thirty-nine
improved property sales were qualified with the structure size less than 800 square feet.  The
weighted means of those thirty-nine sales were in the area of the subject property.  Recent land sales
in the immediate area of the subject property indicated a current land value of at least $98,000.  He
stated the assessed land value of the subject property was $69,700.

Mr. Weaver reiterated the condition of the buildings had been addressed in the 2005 assessed value
with quality and negative adjustments.  The property had been valued as having pier foundations
and a cistern water supply.  He stated the property had never been valued as having a driveway.

Mr. Weaver stated the Assessing Department and fee appraisers did not rely on multiple listing
statistics to value property and indicated the multiple listing service showed overall averages for
each year and one or two sales could distort the average.  

Finally, Mr. Weaver stated previously mention ratio studies and land sales indicated the corrected
value for 2007 was not excessive, unequal or improper and recommended an assessed value of
$167,500.

QUESTIONS BY THE BOARD

Board Chair Glick stated the corrected assessed valuation was a $21,600 reduction from the original
2007 assessed valuation.

APPELLANT’S REBUTTAL

Mr. Kroll clarified the only reductions in the assessed value of the property were reductions from
the initial assessed values.  He stated the property value had increased on an annual basis with an
exception of one year in which the value stayed the same.  He stated the history of sales in the
Kachemak area had shown four years out of nine years in which there had been decreases in
property values.  He stated the assessments never go down, they either stay the same or go up.

Secondly, he indicated the Assessor relied on sales from Neighborhood 210 (Homer area) and his
property was not in the neighborhood where the sales data was derived; therefore, he felt the sales
should not be used to determine a value for his property.

Ms. Kroll referenced page 68 of the Assessor’s Evidence and stated the data showed an increase
in sales values in Kachemak City; however, the Assessor used more than one year’s worth of sales.
She stated their data indicated an overall increase in values in the area of 79 percent and the
Assessor’s valuation on their property was an increase of 88 percent.  She requested a 9 percent
reduction in the assessed value of the property in order to keep their property value in line with
actual sales in the area.
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QUESTIONS BY THE BOARD

Board Member Rehm asked if there were any improvements on the land directly below the subject
property.  Mr. Kroll stated the land was unimproved.

ASSESSOR’S REBUTTAL

Derrill Weaver indicated Alaska was a non disclosure state and the Assessing Department had to
rely on the limited sales information they could get.  He referenced page 2g of the Appellant’s
Evidence and noted the data was misleading in how the percent change was calculated.  He stated
the appellant added the sales prices and the listed prices to arrive at a difference of 79 percent in
nine years.  He stated the Assessing Department did not rely upon listed prices; they only relied
upon actual sales prices.  Mr. Weaver stated he had encouraged the appellant to inquire with a real
estate agent regarding performing a free market analysis.

SUR-REBUTTAL BY THE APPELLANT

Regarding the suggestion to have a free market analysis performed on the property, Mr. Kroll stated
the last telephone conversation he had with the Assessing Department was the first time he had
heard the suggestion and hadn’t had an opportunity to do so.  He believed the Assessing Department
derived their value by using incomparable properties.

Board Chair Glick closed the hearing.

MOTION TO UPHOLD THE 
ASSESSOR’S VALUATION: Hobart moved that the Borough Assessor’s

corrected valuation on the property described
as Account No. 174-291-16, owned by
Richard and Judy Kroll be upheld for the
following reason:

The appellants, Richard and Judy Kroll, had
not presented sufficient evidence to prove an
unequal or excessive valuation.  The
appellants did provide multiple listing sales
information which appeared to support the
Assessor’s valuation and indicated an active
market in Kachemak City area.

Land: $69,700
Improvements: $97,800

Total Assessed Value: $167,500

SECOND: Medley.
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VOTE ON MOTION TO UPHOLD 
THE ASSESSOR’S VALUATION:
Yes: Belluomini, Hobart, Medley, Rehm, Glick
No: None
Absent: None
MOTION TO UPHOLD THE 
ASSESSOR’S VALUATION PASSED: 5 Yes, 0 No

(10:37:19)

APPEAL NO. 2007-102
Bruce and Judith Martin
Assessor’s Parcel No. 145-070-02
Legal Description: 32225 Old Nash Road

T1N R1W SEC 35 SW the East 132 Ft of the West 330 Feet of Government
Lot 6 Lying South of Nash Road Excluding the South 20 Feet

[Clerk’s Note: The Appellants, Bruce and Judith Martin, were not present at the
hearing.]

ASSESSOR’S PRESENTATION

Brandon McElrea, KPB Appraiser, provided an overview of the valuation as determined by the
Assessing Department.  He stated on March 8, 2007, the appellant, Bruce Martin, contacted the
Assessing Department informing Appraiser John Janik that the improvement was assessed to the
wrong parcel (adjacent parcel #145-070-01).  He stated the appellant requested the fact that the
mobile home was not skirted or hooked up be taken into consideration.  The appraiser made the
corrections and sent a corrected letter.  He indicated upon receipt of the corrected letter, the
appellant again contacted the Assessing Department, this time stating that the value was high.  The
appraiser advised the appellant to file a formal appeal and request an interior inspection.  The
appellant included in his appeal, a letter stating that he had spoken with three separate Realtors.
The appellant specified that one realtor gave a value of $5,000, another gave a value of $2,000-
$4,000, and the last one suggested a value of $1,000-$4,000.  However, the Assessing Department
did not receive copies of those brokers’ opinions of value.

Mr. McElrea stated on April 25, 2007, he met with the appellant and performed a complete
inspection of the mobile home including the interior.  Upon inspection, he confirmed Appraiser
John Janiks’ adjustments and made further adjustments based on the interior inspection.  He
indicated the factors taken into consideration for the purpose of valuation adjustments included; no
skirting, no insulation in the floor, home not hooked up to utilities, home prepared for separation,
and the condition of the kitchen.

Mr. McElrea informed the appellant of the corrected value on his property.  The appellant indicated
he would continue with the appeal process because he believed the value of the improvements
should be $5,000, which was the amount it cost to move it to its current location.  Mr. McElrea
summarized the sales ratio study for mobile home sales from October 1, 2005 to January 1, 2007.
He stated the weighted mean of 67.08 percent indicated that the Assessing Department’s value of
the appellant’s structure was reasonable.

Finally, he recommended a corrected assessed value of $25,700.

Board Chair Glick closed the hearing.
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MOTION TO UPHOLD THE
ASSESSOR’S VALUATION: Hobart moved that the Borough Assessor’s

corrected valuation on the property described
as Account No. 145-070-02, owned by Bruce
and Judith Martin, be upheld for the
following reason:

 The appellants, Bruce and Judith Martin, had
not presented sufficient evidence to prove an
excessive valuation.

Land: $9,900
Improvements: $15,800

Total Assessed Valuation: $25,700

SECOND: Belluomini.

VOTE ON MOTION TO UPHOLD 
THE ASSESSOR’S VALUATION:
Yes: Belluomini, Hobart, Medley, Rehm, Glick
No: None
MOTION TO UPHOLD THE ASSESSOR’S 
VALUATION PASSED: 5 Yes, 0 No

(10:48:00) 
APPEAL NO. 2007-103
Pacific Park Limited Partnership
Assessor’s Parcel No. 145-023-04
Legal Description: 106 Caines Street

T1S R1W SEC 4 SW0830032
Jesse Lee Heights Subdivision Addition No. 2 Lot 4

Borough Clerk Sherry Biggs swore in the appellant’s representatives.

Kevin Williams, attorney for the appellant, requested an additional hour and one half to present his
evidence.  He indicated the complexity of the issue at hand required additional time to present his
extensive evidence.

Borough Assessor Shane Horan objected to the request for additional time because a motion had
not been filed within the proper time line, as well as his belief that the issue at hand was not as
complex as indicated.

Board Chair Glick granted an additional one half hour for presentations for both the appellant and
the Assessing Department, due to the volume of information contained in the evidence packet.

APPELLANT’S PRESENTATION

Mr. Williams stated the subject property was a Low Income Housing Tax Credit Program (LIHTC)
property in Seward.  He stated it included a thirty-year land restriction which limited the amount
of rent that Pacific Park Limited Partnership (Pacific Park) could charge tenants.  He stated the
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restrictive rents affected the income that the property could produce, and the restriction in turn
affected the valuation of the property.

He referenced page 478 of the Assessor’s Evidence and stated there was an inherent difficulty in
assessing LIHTC properties.

Mr. Williams stated the main objection was the application of a fundamentally wrong method of
assessment.  He stated the thirty-year rent restriction had not been considered in the Assessor’s
valuation and it was a significant market condition.  He stated the Alaska Supreme Court had not
ruled on the issue; however, a lot of western states were allowing adjustments for rent restrictions.
The Alaska Legislature addressed the issue in 2000 for pre 2001 properties, after 2001 the
adjustments would be made on a parcel by parcel basis.  Mr. Williams said the Anchorage Assessor
had decided to make rent restriction adjustments.  He indicated all of the other LIHTC properties
in the Kenai Peninsula Borough were 515 LIHTC properties and had some ability to increase their
subsidy if they were assessed without consideration of rent restriction; however, Pacific Park was
not a 515 LIHTC and they did not have the option of requesting an increase in subsidies.  He stated
Pacific Park had experienced an approximate $25,000 loss in 2006 of which $18,000 was directly
attributable to the assessed valuation of the property and the tax levy associated with that valuation.

Mr. Williams said the cost approach was not an appropriate methodology to be used on the Pacific
Park property, because, of the rent restrictions and did not adequately reflect full and true value of
the property.  He said when considering market value the rent restrictions had to been taken into
account.  Once the restrictions had been lifted, the property would hold a much higher market value.
He testified when the new cost approach was exclusively used without any consideration of the cost
of acquisition or the value of the property in terms of the income that property would generate for
the owner, the appraisal was not aimed at determining the property’s true market value.  He stated,
at the very least, if the cost minus depreciation method was utilized, then the rental restrictions
should be subtracted from the replacement value because the restrictions associated with the LIHTC
property constitute “economic obsolescence.”

He indicated the Assessor did have the ability to use methodology that would take into
consideration all of the factors and to use whatever method most accurately determined assessed
value of LIHTC properties.  He stated Anchorage, Juneau and the Mat-Su Borough were
considering rent restrictions when assessing LIHTC properties.

He stated the Assessor’s use of the cost minus depreciation method violated equal protection.

Mark Romig, Alaska Housing Finance Corporation Director of Planning and former Tax Credit
Program Manager, summarized the LIHTC and 515 LIHTC programs.  He concurred with Mr.
Williams’ assessment of what was happening with LIHTC programs across the country.  He
reported the owner of the property received a federal tax credit in exchange for limiting the type of
tenant and limiting the rent charged at Pacific Park.  He stated the tax credit was sold to larger
corporations and the funds were then used to construct the housing.  The restrictions lasted thirty-
years and were binding to the owner of the property.  He stated the restrictions were transferred to
any new owners for the balance of the thirty-year restriction.

Mr. Romig summarized a case in the Municipality of Anchorage in which the Assessor changed the
formula for LIHTC properties.  After appealing the assessment, the Anchorage Assembly reduced
the assessments on both properties and eventually the owners of the properties took their concerns
to the Alaska State Legislature.  
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Mr. Williams referenced AS 5.12.085 (B) and asked Mr. Romig  the intent of the provision which
stated, “Once the manner of the assessment of the property had been determined under this
subparagraph, the assembly may not change the manner of assessment of that parcel of property if
debt relating to the property incurred in conjunction with the properties qualifying for the low-
income housing tax credit remained outstanding.”  Mr. Romig stated the intent was, once an
assessment had taken into consideration the tax restrictions, it could not be reversed by the
jurisdiction.

Mr. Williams asked Mr. Romig what kind of margins were the LIHTC properties displaying.  Mr.
Romig stated all LIHTC programs were skinny in income and he did not foresee any new
development in the area if the assessed valuations did not take into account the rent restrictions.

Finally, Mr. Romig encouraged the Board to look at all the information included in the packet when
considering the assessment method.

Brian Bethard, Appraiser for Black-Smith, Bethard & Carlson, LLC, stated he used the Income
approach to determine value on the Pacific Park properties.  He recommended a value of $652,000.
He stated the Assessor’s use of the cost approach did not account for all forms of depreciation on
the property and did not account for economic obsolescence.  He believed the only correct method
to value the property was the income approach.  He stated the property would never sell for the
assessed value because the annual income of the property was only around $62,000 per year.

Mr. Bethard stated he spoke with Anchorage Assessor John Woodkey and Mr. Woodkey seemed
surprised by the use of the cost approach by KPB Appraiser Randy Hughes.  Mr. Woodkey stated
in Anchorage they were using actual income and expenses and then using a capitalization rate that
was weighted one to one and a half basis points above a market capitalization rate which devalues
the property even further.  Finally, Mr. Bethard reiterated the property was rent restricted and only
capable of generating $62,000 per year.  He characterized the use of the cost approach in the case
of Pacific Park to be more of a hypothetical scenario which defined what the property would be
worth if there were no rent restrictions on the property rather than a factual characterization.

Fred Cornforth, CEO for Community Development Inc. (CDI), stated the mission on the nonprofit
organization was to provide affordable, decent and safe housing in seventeen states including
Alaska.  He reiterated the need for the proper valuation approach to be established to determine the
assessed value of LIHTC properties.  He stated CDI wrongly assumed Pacific Park would be
assessed similarly to other LIHTC properties in the state.  He stated the property was income
restricted and the assessed value was making the income even less than what had originally been
forecasted.  He sited many reasons for the income loss, including rising insurance costs, rising
energy costs and higher than usual snow fall, as well as the assessed value of the property.  He
stated the Pacific Park development was constructed with higher than normal standards and CDI
was working to raise the standard of living for their low income tenants.  He indicated the excessive
assessed value on LIHTC properties would hinder any further development in the area.

QUESTIONS BY THE BOARD

Board Member Medley asked Mr. Williams to clarify the difference between the 515 LIHTC
program versus the LIHTC programs.  Mr. Cornforth stated the 515 programs allowed for the
purchase of older LIHTC units at less than market value in order for the units to be refurbished and
placed back on the market as LIHTC units.  He said CDI was currently working on 48 units in
Kenai under the 515 program.  He reiterated Pacific Park was not a 515 property; it was instead
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brand new construction.

Board Member Medley asked what the incentives were to build the property.  Mr. Cornforth stated
each state was given a certain amount of tax credits.  The tax credits were then awarded and the
nonprofit corporation then sold the tax credits to larger corporations who in turn gave funds to CDI
for construction of the LIHCT units.

Board Member Medley clarified twenty-seven years remained on the rent restriction covenant at
Pacific Park and asked if the rent restriction was subject to an annual review.  Mr. Cornforth stated
the tax credit was allocated once and the rent restriction was not subject to review only the tenants’
annual income was subject to review.  

Board Member Rehm asked if AS 29.45.210 tied the Assessor’s hands on the valuation method.
Mr. Williams believed the statute only tied the hands of the Assessor if he had already given the rent
restriction adjustment and there was outstanding debt, not if he had already determined another
method of valuation which did not allow for the rent restriction.  Mr. Williams believed the
Assessor was misinterpreting the statute.  Mr. Williams reiterated the amendment to the statute
allowed for automatic rent restriction adjustments prior to January 2001 and that after 2001 it would
be a compromise in which each jurisdiction could review the valuation on a parcel by parcel basis;
however, once a jurisdiction allowed for the rent restriction adjustment on a parcel, it had to
continue to allow for that adjustment as long as the parcel had outstanding debt.

Board Member Rehm asked if the tenants were evaluated prior to occupancy.  Mr. Cornforth stated
the tenants were evaluated prior to occupancy and thereafter annually.

Board Member Hobart asked if there was any value placed on the tax credits.  Mr. Williams stated
the valuation of the tax credits was yet to be determined and the question was split across the
country.  Mr. Cornforth stated the tax credits were sold directly to corporations that could use the
tax breaks, they then in turn give funds to the developer for construction costs associated with the
LIHTC and were specifically designed to offset construction costs.  He stated the funds were not
held in reserve to offset costs at another time and reiterated the transaction was a one time
transaction.

Board Member Hobart stated his belief that there was a value to the tax credit because the developer
was able to build the units for much less than conventional finance would allow.

[Clerk’s Note: The Board of Equalization recessed for lunch at 11:57 a.m. and
reconvened at 1:00 p.m.]

Board Member Belluomini asked Mr. Bethard if his rent analysis was based on restricted rents or
market rents.  Mr. Bethard stated he based his appraisal on restricted rents which were below the
market; however, he did prepare a hypothetical for the bank and used market rents in the
hypothetical scenario.

Board Member Hobart asked what the market rents were.  Mr. Bethard did not recall the specific
rents; however, he indicated the market rents in Seward were not high enough to support new
construction. 

Board Member Glick referenced page 39 of the Appellant’s Evidence and asked Mr. Bethard if he
reinspected the property prior to the hearing.  Mr. Bethard indicated he did not reinspect the
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property for the subsequent assignment; however, he did originally inspect the property in 2004.
Mr. Bethard stated he had seen the exterior of the property on an annual basis.

Board Member Belluomini asked for clarification of the credit associated with “economic
obsolescence” as it pertained to the subject property.  Mr. Bethard stated he had not established a
specific credit instead he used the income approach to measure the effect.

Board Member Medley asked if the rents had increased since 2003.  Mr. Romig stated the
maximum rents were published on an annual basis by HUD and if the subject property was under
the maximum rent level they could review and raise their rents if the demand existed.  He stated the
rents did not increase very often because they were based on the median income in the area and
typically were only increased every other year.  It was incumbent upon the owner of the property
to discern any changes in the median income in the area.  Mr. Romig stated each property was
audited by AHFC on an annual basis on behalf of the Internal Revenue Service.  Mr. Williams
stated the costs could not be passed on to the renters through subsidies.  

Board Member Glick asked what the maximum rental rate and the ranges were which could be
applied.  Mr. Romig stated a cap did exist and the cap must be reduced by tenant paid utilities.  He
further explained the rent was based on a fictitious household which earned exactly sixty percent
of the median income based on the current census and was a fixed amount.

(01:23:30)

ASSESSOR’S PRESENTATION

Randy Hughes, KPB Appraiser, provided an overview of the valuation as determined by the
Assessing Department.  Mr. Hughes referenced page 432 of the Assessor’s Evidence and addressed
the appellant’s concerns.  

Regarding appellant’s concern number one (incorrect methodology), Mr. Hughes stated there were
three recognized approaches to valuing properties in the appraisal process.  He stated they were the
sales approach, the income approach, and the cost approach.  One or more of the approaches could
be used depending on the applicability to a particular appraisal assignment and the availability of
information to support the approach.  He indicated the Assessor was accorded broad discretion in
deciding among the recognized methods.  The Assessor’s choice of one recognized method of
valuation over another was simply the exercise of discretion committed to the Assessor by law.  He
stated the full and true value of the subject property was reconciled on the cost approach and
referenced page 21 exhibit B of the Appellant’s Evidence.

Regarding appellant’s concern number two (different application tax methodology), Mr. Hughes
indicated AS 29.45.110(d), which was effective January 1, 2001, stated the Assessor was required
to value low-income housing tax credit projects, existing as of the effective date of the legislation,
based on the actual income or restricted rents they receive.  The projects must be qualified and
recognized under the US Tax Code 26.U.S.C. 41.  It also required the governing body (Assembly)
to determine by ordinance whether projects that qualify after January 1, 2001, on a parcel-by-parcel
basis, or all those within the jurisdiction to be assessed based on their restricted rents or at full and
true value.  Mr. Hughes stated in 2003, the Assembly of the Kenai Peninsula Borough enacted KPB
5.12.085, which gave the Assembly the authority to authorize the Assessor to assess those LIHTC
projects at full and true value or to assess those projects at their rent-restricted value and/or on a
case-by-case basis.  The Assembly chose the method of taxation on a case-by-case basis for all
LIHTC projects first qualifying after January 1, 2001.  Mr. Hughes stated currently there were three
qualified LIHTC projects within the Borough that were receiving assessment adjustments reflected
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in their rent restrictions.  He reiterated all three projects met the State Statue requirement by existing
prior to January 1, 2001.  Additionally, he stated on two projects qualifying after January 1, 2001,
the Assembly chose not to value by the restricted rents and to authorize the Assessor to assess at
full and true value and a resolution which attempted to overturn that decision failed.

Mr. Hughes stated the State Statute targets a very select group that would benefit from rent
restriction adjustments.

Finally, regarding the appellant’s fourth concern, Mr. Hughes stated the appellant’s accusation of
a violation of the Federal Fair Housing Act was unfounded.

Mr. Hughes referenced page 435 of the Assessor’s Evidence and gave a brief history of the
communication with the appellant and summarized the time-line regarding the on-site inspection.
Mr. Hughes stated upon returning to the office after the on-site inspection, the size of the paved
parking lot was reduced to 22,000 square feet.

Mr. Hughes referenced page 472 of the Assessor’s Evidence and gave a brief time-line of the
LIHTC programs and related legislation within the State and the Borough. 

Mr. Hughes referenced page 476 of the Assessor’s Evidence and agreed the issue of how to
equitably assess LIHTC was still a split issue and yet to be ultimately determined by all
jurisdictions.

Mr. Hughes referenced page 224 of the Appellant’s Evidence and stated rent restrictions did reflect
“economic obsolescence” and conversely tax credits did present a bundle of goods which needed
to be taken into account as well.  He stated there was a significant difference between covenant
restriction and deed restrictions.

Finally, Mr. Hughes summarized the three approaches to assessment and recommended an
increased assessed valuation on the subject property of an additional $137,100 on the improvement
for a total assessed value of the improvement at $2,966,800 and the land at $101,000 for a total
assessed valuation of $3,067,800.

Borough Clerk Sherry Biggs swore in Kenai Peninsula Borough Assistant Attorney Scott Bloom.

Mr. Bloom said the State of Alaska had given the desecration to the Borough Assessor to determine
the methodology to be used to determine the assessed value on LIHTC properties established after
2001.  He stated the appellant must be able to show fraud or the clear adoption of a fundamentally
wrong use of methodology to determine valuation.  He reiterated Mr. Hughes used a recognized
method of determining the assessed value on the subject property.

Mr. Bloom indicated the cases law referenced in the appellant’s evidence reiterated the confusion
and complexity in determining the assessed values in LIHTC properties and the cases should be
used as guide lines not as setting precedence nor as binding law.  Mr. Bloom stated contractual
relationships should not determine the assessed value of property.

Mr. Bloom summarized possessory interest versus restricted rents and stated Mr. Williams
referenced cases where there was a possessory interest not rent restrictions.  He reiterated the
actions of the KPB Assembly which had given authority to the Assessor to assess LIHTC properties
at his discretion.
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QUESTIONS BY THE BOARD

Board Member Belluomini asked Mr. Hughes if he had access to the data to determine the income
of the property, would he have used the income approach instead of the cost approach to determine
the assessed value of the subject property.  Mr. Hughes stated the Assessing Department used the
cost approach to determine value on all apartment buildings within the Borough; however, he would
have considered the income approach if he felt he could have accurately determined the economic
obsolescence for the property.

(01:59:00)

APPELLANT’S REBUTTAL

Mr. Williams referenced page 552 of the Assessor’s Evidence and asked Mr. Bethard to speculate
as to why the Assessor believed he could not measure economic obsolescence.  Mr. Bethard agreed
it was difficult for Assessors to obtain income data from property owners and it was much easier
for fee appraisers to receive that data; however, he strongly disagreed that the cost approach was
a better approach than the income approach.

Mr. Bethard stated use of the income approach without rent restrictions presented a hypothetical
value.  He indicated  he would use all three approaches and conclude what value was reasonable.
He stated lenders would not lend based on a cost approach appraisal.  Lenders would need to verify
potential income.  Mr. Bethard stated a hypothetical value if rent restriction were not applied would
value the property at approximately 50 percent less than cost.  Mr. Bethard stated the market rents
in Seward would not support new construction.  He stated the cost approach method was not
flawed; however, the application of the method in the case of the subject property was
fundamentally wrong.  Mr. Bethard stated the valuation was a snapshot in time and the tax credits
should not be applied because they were no longer available.

Mr. Cornforth stated the tax credits involved in the project were only valuable when they were sold
and they hold no value after they were sold.  In valuing the property, one must take into
consideration the rent restrictions and when that was done the cost approach would be deemed a
fundamentally wrong approach to consider.  He begged the question, why would the Assessor
choose a method of valuation which would put the development into financial jeopardy?  He
indicated the project would be in a bankruptcy situation in approximately three years, if the current
assessment approach was not changed to use the income approach versus the cost approach minus
depreciation.

Mr. Romig explained the Alaska Statute which allowed for adjustments on rent-restricted
properties.  He stated the Assessor could not change the method of valuation once the rent-restricted
adjustment had been applied to the property.  He indicated tax credits did not provide any benefits
to the developer on a day to day basis, they were strictly a one time benefit.

Mr. Williams summarized his arguments by stating the methodology was fundamentally flawed in
its application and the rent restrictions had to be considered in order to determine full and true
market value of the property.  Finally, he stated rent restrictions were real whether they were
voluntary or not and should be considered.

(2:14:00)

QUESTIONS BY THE BOARD

Board Chair Glick asked for clarification regarding tax credits and their use over a period of time.
Mr. Romig stated CDI was a non-profit organization which paid no taxes so they had no need for
tax credits, however, CDI sold their rights to the tax credits to Verizon Corporation (Verizon), who
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did have a federal tax liability, who in turn gave funds to CDI to construct the new low-income
housing units in Seward.  Verizon’s role in the development was then complete; however, Verizon
could use the tax credits over a ten-year period.

Board Member Medley asked if the right to the tax credit was negotiable.  Mr. Romig indicated the
tax credits were allocated on a competitive process in which applicants were rated based on a
scoring system and whoever rates the highest gets the credit.

Board Chair Glick asked Mr. Cornforth to clarify CDI’s net loss on Pacific Park.  Mr. Cornforth
stated an increase in insurance costs, maintenance costs and tax increases had contributed to the net
loss.

(2:22:45)

ASSESSOR’S REBUTTAL

Mr. Bloom reiterated discretion had been given to the Assembly and they choose to give discretion
to the Assessor.  Mr. Bloom stated Mr. Hughes had determined valuation based on the early
decision of the Assembly and believed the income approach to valuation would have given an
unfair competitive advantage over other apartment developments and consideration of a rent-
restriction adjustment would not accurately determine full and true value of the property.

Mr. Hughes asked Mr. Romig for clarification as to why the legislature allowed each jurisdiction
to determine the method to be used to value LIHTC properties.  Mr. Romig stated the legislature
was not comfortable dictating to the jurisdictions the method that should be used.  

Mr. Hughes asked if Pacific Park tenants had the option to retain occupancy even if their income
was to increased.  Mr. Romig stated the tenants did have that option, however, the rent could not
rise accordingly.

Mr. Hughes asked Mr. Bethard if he had prepared two appraisals on the property.  Mr. Bethard
stated he had prepared two full appraisals on the property in the past three years.  Mr. Hughes asked
Mr. Bethard if the appraisals were full in nature or limited like the most recent appraisal he had
performed.  Mr. Bethard stated the last appraisal was a self contained report as well as the first
appraisal.  Mr. Hughes explained full appraisals typically included all three approaches to value and
Mr. Bethard explained he had considered all three approaches in his appraisal.  Mr. Hughes asked
what he had determined the cost approach value to be and Mr. Bethard stated he did not have those
figures in front of him and was not at liberty to discuss those values as his client was Key Bank.
He did indicate the cost approach to value to be higher than Mr. Hughes’ valuation.

Mr. Hughes referenced page 541 of the Assessor’s Evidence and questioned Mr. Bethard regarding
capitalization rates and noted the ranges would make quite a bit of difference when determining
value.

Finally, Mr. Hughes summarized the valuation process for apartment buildings in the Kenai
Peninsula Borough and reiterated the Assessing Department’s dedication to valuing apartment
buildings equitably.  He reiterated income information was not available to the Assessing
Department because Alaska was a non-disclosure state.  He stated all apartment buildings were
valued using the cost approach and the three older LIHTC properties that did submit income
information were given the rent restriction adjustment. 

QUESTIONS BY THE BOARD
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Board Member Rehm asked Mr. Bloom if the Assembly had set the method to be used or if they
had given the discretion to the Assessor.  Mr. Bloom stated his interpretation was that the Assembly
gave the discretion to the Assessor to determine the method to be used.

APPELLANT’S SUR-REBUTTAL

Mr. Williams referenced page 485 of the Assessor’s Evidence and summarized his interpretation
of Ordinance 2003-43.  Mr. Williams questioned why the Assessor did not cross examine Mr.
Bethard regarding his appraisal.  He referenced case law which argued voluntary rents versus non-
voluntary.  He indicated Mr. Hughes did not address the Congressional mandate on page 432 of the
Assessor’s Evidence.

Finally, Mr. Williams stated the Assessor did have discretion to determine the method to be used
to determine value and questioned why they would use a valuation method that may put a
development into financial jeopardy.  He stated there would be no way CDI could do another
development in the borough until the method of valuing LIHTC properties was determined and the
adjustment for rent restrictions was applied.

Board Chair Glick closed the hearing.

MOTION: Rehm moved to adjourn the hearing and
deliberate in adjudicative session. Attorney
Butler and Borough Clerk Biggs were to be
included in the adjudicative session. 

SECOND: Belluomini

MOTION TO REDUCE THE 
ASSESSOR’S VALUATION PASSED: Unanimous.

[Clerk’s Note: The Board went into adjudicative session 2:47 p.m. and reconvened
at 4:41 p.m.]

MOTION TO REDUCE THE 
ASSESSOR’S VALUATION: Belluomini moved that the Assessor’s

valuation of the property described as
Account No. 145-023-04, owned by Pacific
Park Ltd. Partnership, be reduced to
$1,881,100.

Having reviewed the record of the parties and
testimony of the parties and witnesses, and
having the opportunity to ask questions of the
parties and witnesses, the Board of
Equalization made the following findings:
1. The KPB Assessor had discretion to select
a proper method that results in an equitable
assessment.
2. The cost approach was an acceptable
method but application in this case had
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resulted in an excessive assessment - the
assessment was not just overvalued but
grossly disproportionate as compared to
similar properties because: 1) it did not factor
in recorded restrictions on property that had
a significant negative impact on the fair and
true value of the property; 2) the cost
approach should include a factor for
economic obsolescence; 3) the Board of
Equalization heard testimony that in some
cases up to a 50 percent reduction was a
reasonable factor to use as a economic
obsolescence factor.

Improvements $1,780,100
Land $101,000

TOTAL $1,881,100

SECOND: Rehm.

VOTE ON MOTION TO REDUCE 
THE ASSESSOR’S VALUATION:
Yes: Rehm, Belluomini, Hobart, Medley
No: Glick
MOTION TO REDUCE THE 
ASSESSOR’S VALUATION PASSED: 4 Yes, 1 No

ADJOURNMENT 

With no further business to come before the board, Chairperson Glick adjourned the meeting at 4:48
p.m.

I certify the above represents accurate minutes of the Kenai Peninsula Borough Board of
Equalization meeting of June 11, 2007.

Sherry Biggs, Borough Clerk

Approved by Board of Equalization: 
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