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*** See page 2 for discussion of possible revenue effects on the state.
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2004  LEGISLATIVE  SESSION

FISCAL NOTE #4

STATE OF ALASKA BILL NO.

This legislation would allow municipalities to exempt – by a vote of the public – up to $20,000 in annual assessed 
valuation of each parcel of residential property.   Currently the optional residential exemption is capped at $10,000.  
This legislation also extends the deteriorated property exemption from 5 years to 10 years and extends the 
exemption to include demolition and removal of the improvements.  

This could have an indirect effect on state revenues if municipalities increase their residential property assessment 
exemption and then increase their overall mill rate to make up for the lost revenue. 

Analysis:
Assuming all municipalities with oil and gas property took advantage of the provision in this legislation and adopted a 
$20,000 exemption for residential property owners and assuming every affected municipality raised its property tax 
mill rate to fully recover the revenue loss from the lower assessment valuation on residential property, then there 
would be some annual revenue loss to the state.

The extension of the deteriorated property exemption is not expected to have an additional fiscal impact on the state.

However:
It is unknown which, if any, municipalities would adopt the higher exemption rate, if adopted, whether they would 
allow the maximum exemption,  and if the municipalities would attempt to recover all lost revenue by increasing the 
mill rate.

Therefore the Department of Revenue cannot accurately project what effect this legislation would have on state 
property tax revenues. See attached spreadsheet for further analysis.



Bill No. CSSB 136(FIN)

Residential Residential Commercial Commercial Comm. Oil & Gas Oil & Gas
Property Mill Rates Estimated Residential Property Estimated Tax AS 43.56 Est. Revenues

Value Taxes Savings Value Taxes Increase Value Taxes Diverted to
Fairbanks North Star Borough Pre-SB 136 150,000$           0.015403 2,310$             500,000$           7,702$         270,805,700$         4,171,220.20          Local Muni.

Post-SB 136 130,000$           0.01589515 2,066$             (244.08) 500,000$           7,948$         246$            270,805,700$         4,304,496.68          133,276$        

Kenai Peninsula Borough Pre-SB 136 150,000$           0.0065 975$                500,000$           3,250$         638,617,190$         4,151,011.74          

Post-SB 136 130,000$           0.00666573 867$                (108.46) 500,000$           3,333$         83$              638,617,190$         4,256,849.17          105,837$        

North Slope Borough Pre-SB 136 150,000$           0.01856 2,784$             500,000$           9,280$         10,463,871,080$    194,209,447.24      

Post-SB 136 130,000$           0.01856301 2,413$             (370.81) 500,000$           9,282$         2$                10,463,871,080$    194,240,990.48      31,543$          

City of Valdez Pre-SB 136 150,000$           0.02 3,000$             500,000$           10,000$       657,583,710$         13,151,674.20        

Post-SB 136 130,000$           0.02018024 2,623$             (376.57) 500,000$           10,090$       90$              657,583,710$         13,270,198.72        118,525$        

Estimated total revenue loss, by municipality, if exemption is increased to $50K
Total Oil & Gas Taxes Local Tax 389,182$        

Fairbanks 2,123,299$        133,276$         1,990,023$        
Kenai 691,254$           105,837$         585,416$           

North Slope 32,294$             31,543$           751$                  
Valdez 187,422$           118,525$         68,897$             

3,034,269$        389,182$         2,645,087$        

This worksheet estimates the effect of implementing an increase in the Homestead exemption from the current $10K limit to $20K.    The deterirated propert
exemption extends an existing exemption from 5 years to 10 years and would not increase the cost to the state. 

The numbers provided for residential and commercial values are hypothetical, however, the  resulting revenues are reflective of actual property tax 
increases/decreases if there are no other revenue sources to draw from or service are not cut to correspond with overall tax revenue drop based upon the 
increased local exemption.  The values for oil and gas are actual numbers and represent actual estimated loss of state revenue, assuming all municipalities 
increase the local exemption to the $20K and no other revenue sources are identified nor are existing cervices cut.

The mill rates used for the "Pre-SB 136" is actual mill rates from municipalities for 2003 tax year.  The mill rate used for the "Post-SB 136" is a calulated 
rate.  The calculation was done in such a manner to  raise the same revenues as the "pre-exemption" mill rates.  This assumes all lost tax revenue will be raise
from the property tax with no revenue from other sources.
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