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COPY OF STRAIGHT WIRE SENT APRIL 12, 1971 TO:

MR. JOHN E. LONGWORTH 
PETERSBURG, ALASKA 
PHONE NO. 772-4623 !

I '

The Municipal Code was reported out of committee Saturday 
which clears our decl<3 to consider additional worthwhile 
legislation. If you wish to appear before Local Govern­
ment conn,.‘ ‘-tee Thursday or Friday, we'll be happy to 
consider HE 175 at that time. Please advise.

Representative Mike Killer

Charged to 586-5*1 GO
House Local Government Committee

\
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MEMORANDUM State of Alaska

TO: p  xhe Honorable Mike Miller
Chairman, House Local Government Committee 
Alaska State Legislator

d a t e  : April 16, 1971

suBJECTt Comments on H. B. 175, introduced 
by E. J. Haugen 1/12/71

Enables boroughs and ciUes to establish on a voluntary basis separate rates of levy for 
land, improvements and personal property and permits a oity of any class to exempt 
personal property, land or improvements from taxation. Alaska Statutes permits home 
rule cities to classify and exempt from taxation any class or all personal property. 
Alaska Statutes does not permit a borough or a city of any class to classify and exempt 
from taxation land or improvements.

H. B. 175 may be considered superfluous and unnecessary because of the apparent 
passage of C S for House Bill 208, a Revision of the Municipal Code Title 29. This 
Bill passed the House by a wide majority and is now before the Senate for approval.

C S For H. B. 208 permits municipalities to establish differential Tax Zones according 
to the various levels of services provided by the municipality.

For example: The Boat Harbor including all boats and vessels generally receives a 
different level of service and may be taxed at a different rate than that of other areas 
of the municipality.

There has been considerable research on the pro's and con's of the graded tax plan 
concept. Graded tax plan theory is to encourage residential and commercial develop­
ment within a community through manipulation of the property tax rate.

There is no doubt that a high rate of tax on land will force land owners to put it to 
a higher use if possible, however, when a number of voters within a pilot oity are 
adversely affected, as would be the case of ownership in open space tracts of land, 
legislators will be under pressure to exempt from general taxation certain classes 
of real property; homesteads, homesites, farms, grazing land, and privately owned 
open space holdings of Important individuals and organizations.

As &e property tax is reserved for use by municipalities for extracting local revenue 
and for balancing the budget, the tax base should not be further restricted by general 
law. Senate Bill 79 introduced 1/28/71 by the Legislative Council is an example of 
an attempt to further restrict the tax base of boroughs and cities by exempting 
business inventories from general taxation. The effect of this exemption, depending 
upon the definition could exclude as much as 30% of a borough or cities tax base.

f r o m : S. Robert Dozier^
State Assessor 
Local Affairs Agency



Memo to:
The Honorable Mike Miller - 2 - April 16, 1971

The property tax is a major factor when considering a real estate investment. 
Changing the ground rules by lowering the tax rate on improvements and raising 
the tax rate on land may upset the established balance of existing financing.

A community will usually develop in proportion to the economic demand for 
facilities. Changing the ground rules may result in increased development of 
property which should be developed. On the other hand the owner of vacant 
or underdeveloped property which is not economically feasible, at the time, 
to develop, may be forced to sell at a loss or loose it for taxes. The owner 
must:

1. Pray for open space exemption.
2. Develop normal residential improvements .
3. Develop income producing improvements.
4. Sell to land speculators with substantial capital 

reserves.
5. Let the property revert to the municipality through 

foreclosure.

Highly developed properties usually demand the highest degree of municipal 
services and are in a better position to pay taxes, than is vacant or under­
developed properties. It would seem that the graded tax plan is a legal method 
for large land holding companies to increase their tax loss open space holdings.

The following example is intended to point out the effect of a one mill decrease 
on improvement value compensated with an appropriate mill rate increase on land 
to produce the same amount of revenue.

Example 1, Petersburg: Petersburg has an overall land to building ratio of one 
(1) to five (5). A one mill decrease in the mill rate on buildings must be comp­
ensated by a five mill rate increase on land value to produce the same amount 
of revenue.

A. A typical new single family home has a one (1) to five (5) land
to building ratio. Therefore, the tax bill will remain unchanged.

B. An older single family home with a land to building ratio of one 
(1) to two (2), the tax bill will increase 3%.

C. A special use or under improved property with a land to building 
ratio of seven (7) to one (1), the tax bill will increase 24%.

D. On vacant unimproved proper.y, the tax rate would increase 28.5%.



r:» C; VV^TTM '

TO: Joseph;''. McLean ~ Mayor 

FROM: B illy  G. BerrLcr b .Attorney -

RE: Amendment to Municipal Code (SB 1135 / . Rowing Classification For  
Property For To:: Purposes.

You have requested that I prepare a suggested :::“ enrimcnt to the revised  
Mnrucioal Code (Senate ihil 113) to r.wke it ro/udble to tux lend and invcrove- 
m erto at different r: a-.: should the .'•snembly decide It w r g o o d .  public 
policy to do m . You u;.r;.o pointed out that the levy lira i tat ion applied 
to each eia;--,.a ■ oulu b c n o h .U  ...... u:...,ecua;:.,.e'J../ ae:.-trial the policy a lter ­
natives avai.lr.ib).e to the a: .verobly. fa order to accomplish these goals,I 
would suggest the following amendments:

1. /add i : u j l o  20. 03.0.10 allow h ■■ three c la s se s  for  
purposes of taxation. Such section  would then read:

Sec. 2 0 .5 3 .0 1 0 . GENERAL. I ROPEUTY TAX. Koine rule 
and general law boroughs may levy  (!) art areawida property  
tax for areawid o 'fu n d i o n s , and (2) a property lax U n ited  to 
the area outside c it ies  for fun d i e  us U n ited  lo the area out­
side c it ies .  A property tax it levied m ust be a s se s se d ,le v ie d  
and collected on reel and personal property as provided in this 
chapter. The assem bly  or council m ay establish  three c la sse s  
of property for p.i rpor.es of taxation: land, buildings and fix­
tures permanently affixed to the land, and personal property.
The council may establish  a separate rate of taxation for each  
c la s s .  Each c la ss  may be taxed at any rate, subject to the 
restriction  on total amount of levy  provided In AS 29. 53. 050.
All property within each c la s s  m ust be taxed at the sam e rate.

2. Add language to 29. 53. 050 making the 3% limitation applicable 
only lo the aggregate but not to each of the c la sse s .  Such 
section to read:

Sec. 29. 53.050. TAX LIMITATION. Home rule and general law 
m unicipalities may levy property taxes to pay or secure the pay­
ment of principal ami interest on general obligation bonds without 
limitation a s  to rate or amount. They m ay not levy  property taxes
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f v:y pv.rpossu in excess of 3ft of the assessed property  
,Hon b»t if property is classified for purposes of taxation 

I L  i'-'Vor/anv class may exceed 3ft of the assessed valuation 
i s ;;.:i class provided the segregate levy does not exceed 3 ft 
cl L V ?  total ca c f; <n r. c  cd voI'..'.ation for ail classes.
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MJt/iviUAi1 l\u UiM

TO: Joseph A. McLean - Mayor 

FROM: Billy  G. BerrLer 6 Attorney ■

March 4, 1071
$

*

RE: Amendment to Municipal Code (SB 113) Allowing C lassification For  
Property For Tax Purposes.

You have requested that T prepare a suggested amendment to the revised  
Municipal Code (Senate .i'.ill 110) to make it possib le  to to..:, land and im prove­
ments at different rates should the assem b ly  decide it was good public 
policy  to do so. You also pointed out that the 3y> levy  limitation applied 
to each c la ss  world seriously  and unnecessarily  restr ic t  the policy a lter ­
natives available to the amombly. In order to accom plish these goals,I 
would suggest the following amendments:

J. Add language: to £0 .53 . OH: allowing three c l- s e e n  for 
purposes of taxation, Such section  would then read:

See. £0 .50 . 0.10. GENERA I, 1‘ROPER TY TAX. Rome rule 
and general lav; boroughs may levy (3.) an are aw id,: property  
tax lor areawide functions, and (2) a properly is:-: U. hi led to 
the area oulsiu.; c it ies  for functions lb >it. d lo the arc:'; out­
side: cilia s .  A property tar. j.f lev ied  jaunt bo o v  cased, levied  
and collected on ree l and personal property us provided in this 
chapter. The assem bly  or  council may osiablish  three c lauses  
of property for purposes of taxation: land, buildings and fix ­
tures permanently affixed to the land, and personal property. 
The council may establish  a separate rate of taxation for each 
cl a s s .  Each cla: r, may be taxed at any rate, subject to the 
restr iction  on total amount of l e v y  provided in AS 25. 53. 050. 
All property within each class must he taxed -t die sam e rate.

2. Add language to 29. 53. 050 making the 3y. limitation applicable  
only to the aggregate nut not to each of the c la s se s .  Such 
section to read:

Sec. 29. 53.050. TAX LIMITATION. Ilomo rule and general law 
m unicipalities may levy property taxes to pay or secure  the pay­
ment of principal arul interest on general obligation bonds without 
limitation as to rate or amount. They may not levy property taxes

V
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Joseph . v i oLcan
Pare 3
Jo arc: %  i?«

• r.!V r  pm-co-reo iu excoca of 3% of the a ssessed  property 
• v .  -ion bnl Vc Ivrooerty is c la ss if ied  for purposes of taxation 
the levy*on any clr.sn may exceed 3% of the a sse sse d  valuation 
•;.y ' . a t  c la ss  "provided v- c -yreyate levy does not exceed 3% 
c' I’ - total nsrcnrocl valuation for ail c la s se s .
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March 4 , .'071

JV iiLivlC/i i'M* J-> U ̂Jl *

TO: Joseph A. McLean - Mayor 

FROM: Billy  G . BerrLer C Attorney

RE: /;mendmo:;t to Municipal Code (SB 113) Allowing C lassification For  
Properly A or Tax i i .v p o se s .

You 1 vc rcqurxdod that 1 rmcpare a ray jes ted  aroendment to the rev ised
Municipal  Code (A-mate i ’.iu 113) to •: Bic It por sl ide io tax Lmti and improve* 
m e  inn at  d i f feren t  r a t e s  f Gor'd the a vibly decide it w as  rood, public 
policy to do ro .  Vc-u alco pointed out m a t  the BA levy l im i ta t ion  applied 
to ti-ch c la s s  ■ « Mu sc r im  Ay ; ad um.s .sxarLM v>-::trict the }a>).icy a l t e r -  
native' :  avai lab le  to the a: xembly. In o r d e r  to accom pl ish  those  goals,!  
would sugges t  tii.: following amendment;:.::

1. Add J ‘ ague go to 29.53.0.19 allowing three clorwo o for 
purposes of taxation, Such section  would then ret t:

«cc.  ?n. 53. 010. GENERAL PB G PE iiT Y  0 AX. Home rule  
and ( o.l law boroughs may levy (!) an a re a  wide p ro p e r ty  
tax for  reev/ide functions, end (?.) a p ro p e r ly  tax l im i ted  lo 
the arc-a mulsido ciLho; for  :: .xde.i : ;  li o t ro  lo the arc-a ou t ­
s ide  c i i i A pro; ■-.■rLy tax it .levied m u s t  )»o a s s e s s e d ,  levied 
and colls eb-d on ree l  and p e rso n a l  pro- .ar ty  as  provided in this  
chap te r .  The a s se m b ly  or  council  m ay  e s tab l ish  th ree  c la s s e s  
of proporfy  for po rn o sc s  of taxation: land, build hips and fix­
t u r e s  p e rm anen t ly  : fl'ixed to i r e  land, and p e rso n a l  p roper ty .
The council may establish a separate rate of taxation for each  
c la s s .  Each cla: s may be taxed at any rate, subject to the 
restriction  on total amount of levy  provided in AS 29. 53.050,
All property within each c la ss  i v  ‘ be taxed at the sam e rate.

2. Add language to 29. 53. 050 making the 5A limitation applicable 
only to the aggregate but not to each of the c la s se s .  Such 
section  to read:

Sec. 2 9 .5 3 .0 5 0 . TAX LIMITATION. Ilomo rule and general law 
m unicipalities may levy property taxes to nay or secure  the pay­
ment of principal ami interest on general obligation bonds without 
limitation a s  to rate or amount. They may not levy  property taxes



JosftphA. r-i^Lean 
Pa <• c 2
March ■*, 1271

r -  ■ her parnoyes in e x c e ss  c f  3% of the a sse s se d  property  
!'-n, Hon but K M'cpcrtv is c la ss if ied  for purposes of taxation 
the i'.vy on any elans may exceed Sft of the a s s e s s e d  valuation 
for ‘bat.c lass provided tec rygregate levy  does not exceed 3% 
q - ■' total a . v c d  valuation lor all c la s s e s .



C 0 P Y of straight wire sent to Mr. John Longworth, Petersburg 
4/16/71

John - have scheduled House Bill 175 for consideration tomorrow. 
If you wish to appear but tomorrow Inconvenient, let me know 
and I'll reschedule.

Regards,
Mike
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