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February 21, 1977

RE: Basic Tax Information / Purpose and Authority

State Tax Systen

Personal Income Tax: Should stand-out as the single
most important revenue instrument in the state tax system
and should produce close to 257, of total state-local tax
revenues.

General Sales Tax: As the other major state tax it
should produce 20 to 25% of the total state-local tax revenue
without imposing an extraordinary burden on low income
families. Retail sales tax rests on the belief that
consumption is an appropriate basis on which to distribute
a substantial part of the state tax load.

Local Tax System
Property Tax: Provides 5 out of 6 local tax dollars.

In many states there are existing constitutional and
statutory restrictions on the taxing powers of local
governments in terms of specific rates or allowed rates
of iIncrease, coupled with requirements for specific
referendum approval of proposed property tax levies.

The State Role

The state has a useful and significant coordinative
role to play in the administration of local income taxes
as well as in other non-property taxes. Income taxes are
preferable to sales and many other types of taxes because they
can be structured to distribute their burden in conformity
with ability to pay and with necessary regard to the tax—
payer®s family obligations.

Income tax limitations for use at the local level:

frequently people live dn one jurisdiction
and work 1in another.

people often supplement their wages and salaries
from local sources with investment and other
unearned income from other parts of the state;
however, local jurisdictions that now use these
taxes generally limit them to income from wages
and salaries, the type of income most easily
taxed.
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House Bill 202 is one of two bills before the Legislature (the other
being SB 35 by Orsini) which, if enacted, would levy and collect a
property tax on property within the state®"s unorganized borough. The

bill was introduced by Representative Charles Parr of Fairbanks.

IT enacted, the bill would levy a tax on improve d property within the
unorganized borough. The tax would be at a rate which equald*fr the
average of the property tax rates levied by all boroughs in the state
for the support of borough school districts, a figure which has been
estimated by the Department of Community and Regional Affairs at about
seven mills (seven-tenths of one per cent of the value of property

taxable) per year.

As drafted, the bill would exempt from taxation

(1) property which nas not been improved, such as acreage 1in

woodland;
(2) real propertyAexempt irom taxation under previsions- of
the state®s municipal code - the property of churches, veteran

groups, and senior citizens;

(3) real property fas ted under the state®"s 20 mill levy on
property used for the exploration, production or transportation
of oil (pipeline property tax);

(4) a maximum-of the fTfi A.10,000Avalue of residential real
property, if the municipality authorizes the exemption and the
voters approve by ordinance - but | assume that the exemption
would only be allowed in municipalities which themselves

approve levy of a property tax by the municipality and would

not be authorized in a municipality which itself did not levy



and collect a tax but approved the exemption for the purpose

of reducing payment due under the state levy.

As 1 read the bill, agricultural lands used for farming - which are
exempted in boroughs and cities - would not necessarily be exempted
from levy under this tax - the definition of "unimproved" would seem

not to» ~ t a x on lands actually put to the plow, but would
recognize lands as exempt if held for grazing purposes. (This could be

a major point of discussion at the Delta Junction hearing.)

The bulk of the legislation, after describing the coach-of thc levy,
addresses mechanical things such as the manner of assessment, procedures
for collection and appeals, and enforcement processes and penalties.
The state assessor, in the Department of Community and Regional Affairs,
will be with the committee and can discuss specific questions involving
assessment practices and Lhe nature of the Department"s role should the

legislation be enacted.

The House Bill is not the first In "blrnc to call for an unorganized
borough tax levy. The question of levy was first seriously raised at

the time the 20 mill property tax/J;;Z]gvied on the pipeline - at that
time the question was one of equity between taxation of the pipeline and
taxation, or rather non-taxation, of all other property in the unor—
ganized areas, a typical "equal protection” based argument which the oil
industry once raised in litigation but which, |1 understand, was settled
prior to final hearing or appeal. Later efforts to focus on the question
of levy in the unorganized borough came at the time of reform of the

state-operatedschool system and its replacement by the system of rural

educational aacvioe areas (1975 session), where some legislators were



asking whether it was fair to provide for local control and policy—
making responsibility without adding the concomitant requirement of

local tax contribution to support sf educational services.

This, 1 suspect, is the chief reason underlying introduction of this
bill: urban residents - where property tax rates are hefty - are
asking legislators who represent them why it is that a dual system of
education financing is permitted to continue [urban areas = Foundation
program plus local property/sales tax; rural areas = r.o local effort],
and if the legislature cannot figure out some way to reduce urban
property/sales tax rates and levies, at least it could require a

contribution for support of local schools by residents of rural areas.

The other bill, Senator Orsini®s SB 35, is farther reaching: it would
levy a flat ten mills (with a slightly broader system of tax credits)

and indicates that an amount equal to the annual total receipts from the
tax would be re-appropriated for the benefit of the unorganized borough,
an effort to avoid the "dedicated fund prohibition™ problem”™ Presumably
the Orsini bill is grounded upon the assumption that residents of rural
areas should contribute flffeflERHa* not only for local support of education

fa Wtowv.
but for general government servicesAas well.

The levy and collection of an” tax in the state"s unorganized borough
would he a step of major and historic proportions. In the unorganized
area, aside from the first class cities which are school districts uu«.o
themselves, and are required to contribute to school costs, only one
city levies a property tax, the City of Eagle, at three mills. About

one-third of the second class cities levy a sales tax for the support of



general government (not educational) services, including Fort Yukon
(3%), but not including Delta Junction “wi-th- ald -the-fryanaienfe-~tyav-el
aetdvifey—and-the increase in-btisinooo volume-<hrer~t-e- pi~xal-ine-eoTts-ttu-

c&ixmjfj Tok 1is, of course, unincorporated.

This, and it should be stressed, is not the opening gun in the salvo
leading to mandatory incorporation of new boroughs. (Admittedly,
mandatory incorporation is always possible, | t-tite-eurent-admin-i-s-
t-"at-ir&n-wonJ-&-ad4r-ess—irt- irr-an-cleetion-yeei?v~and-a legislative

-1 onrl i~ {mpngciihAB.~"-honr—fH-ronff-gehern.a.l-_Qr-tal
prodd4ng-?] However, the same result could be obtained by, say, the levy
of a very high property tax rate — 20 or 25 mills - which would force
the citizen-taxpayers to seriously consider taking steps of their own

volition to remove themselves from unorganized status.

I\ Oo-tivis-point, you shcraTd~kTR3W~that~the”~Department of Community and
Regional ACfairs has ...ouiiiiiiiii i aaiicaaaaan ,r Fort
Y~dwn-ask=ng-ad-Pirce--aTid_a”srs"tance““l;TirdnglT~the-pr-el-imina®y-&t.ages of
organization of a genarai-Jraw -boroueh-in-thn Teelon generaH-y-embracing
the Upper Yukon REAA-s— Usuad44y-such "feel:GrsM~"dle® an earTy~rraturai
deaths-in- this instance” tliere is reasorT to~be~sifgliTiy~more-optrimistic,
if-o«-ly-because of-tke extreprrtcmair-tax-base-provided in that-region, by
the-trans-Alaska pipeline” fThe-commi-trtgd®s coftsiderai-i-on-of- a-property
tax-fer-the-unorganized-borough- —as"cliseitTCTfT "from “Shy- tnitiative by the
rHiembers, servlog as-members-of the House CémmuniTy~and-Regional” Affairs
ComoiilLtee,- to-overhaul- o+~ mibstant™iaTly"modify-the-pijreiirnc”-property-tax
-end- the~generous treatmenL~given under it to boroughs and cltieS~~conta-ining
pipeline-property----ought not to-adversely affectr-the-Fort-Yukon”area

berviugh~stndy-eiie”rtT]j j



That the legislature can levy a property tax - or any tax - in the -
unorganized borough is undoubted: under the constitution,

assembly of the unorganized borough (Article X, sec. 6). Whether, for
reasons of equity or practical finance, the Legislature will act or
avoid action in this session will turn, in part, on the reception given
the idea of levy and collection of a tax by the residents of the unor—

ganized borough themselves.

v-what -the Inberim-eommittee-on Taxation in Lhe~UTiorgarrized
JLorough-is -being-asked-to- do-is-act-to-dlspTOve"th5~validirty~Df the
shopworn proverb:- “Nothings is certain except death~and, except- tn

Alaska®"s unorganized borough, taxes.™ HB 202 Ts fierely""a* gentle-step- in

that directlo
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JUNEAU. ALASKA99811

TC3l [LAdOgELMTTQIN 90/-465 3800
LEGISLATIVE AFFAIRS AGENCY

September 19, 1977

The Honorable John A. Carlson
Mayor, Fairbanks-North Star Borough
P.0. Box 1267

Fairbanks, Alaska <9707

Dear Mayor Carlson:

My thanks to you for working with Representative Sally Smith
to provide an opportunity for the members of the House
Community and Regional Affairs Committee to meet with elected
municipal officials of the Fairbanks area to discuss matters
of mutual 1interest and concern. I understand that the
meeting has been scheduled for Wednesday, October 19, at

7:30 p.m., at the Borough Assembly chambers, 520 Fifth
Avenue.

By this letter, 1 am extending a cordial invitation to you
and the members of the Fairbanks-North Star Borough Assembly
to meet with us at that time. 1 look forward to that meeting
and hope that you and as many members of the assembly as
possible will attend.

Sincerely,

/s/ Lisa Rudd by jc

Representative Lisa Rudd
Chairperson
House Community and

Regional Affairs Committee
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POUCHY. STATE CAPITO

¥00d UuiolEJTTM mz -~
LEGISLATIVE AFFAIRS AGENCY

September 19, 1977

The Honorable Carleta Lewis
Mayor, City of North Pole
P.0. Box 5109

North Pole, Alaska 99705

Dear Mayor Lewis:

In conjunction with public hearings in the Interior of
Alaska during the third week of October, the House Comimmity
and Regional Affairs Committee will have an opportunity to
meet with municipal officials from the metropolitan Fairbanks
area. Mayor John Carlson of the Fairbanks-North Star Borough
has graciously offered the use of the Borough Assembly
Chambers for that meeting.

By this letter, 1 am extending a cordial invitation to you
and the members of the council of the City of North Pole to
meet with us to review matters of mutual interest. There
will be no formal agenda: rather, the members of the
committee will be available to review with you legislation
currently pending, your ideas concerning other needed
legislation, and any other matters of mutual concern.

The meeting will be held at 7:30 p.m., Wednesday, October 19
in the Borough Assembly chambers, 520 Fifth Avenue, Fairbanks.
I welcome the opportunity to meet with you and hope that you
and as many members of the council as possible will attend.

Sincerely,

/s/ Lisa Rudd by jc

Representative Lisa Rudd
Chairperson
House Community and

Regional Affairs Committee
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LEGISLATIVE AHFAIRS AGENCY

Seotember 19, 1977

The Honorable Harold Gillam
Mayor, City of Fairbanks
410 Cushman

Fairbanks, Alaska 99701

Dear Mayor Gillam:

In conjunction with public hearings in the Interior of
Alaska during the third week of October, the House Community
and Regional Affairs Committee will have an opportunity to
meet with municipal officials from the metropolitan Fairbanks
area. Mayor John Carlson of the Fairbanks-North Star Borough
has graciously offered the use of the Borough Assembly
Chambers for that meeting.

By this letter, | am extending a cordial invitation to you
and the members of the council of the City of Fairbanks to
meet with us to review matters of mutual interest. There
will be no formal agenda: rather, the members of the
committee will be available to review with you legislation
currently pending, your ideas concerning other needed
legislation, and any other matters of mutual concern.

The meeting will be held at 7:30 p.m., Wednesday, October 19
in the Borough Assembly chambers, 520 Fifth Avenue, Fairbanks.
I welcome the opportunity to meet with you and hope that you
and as many members of the council as possible will attend.

Sincerely,

[s/ Lisa Rudd by jc

Representative Lisa Rudd

Chairperson

House .Community and ,
Regional Affairs Committee
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THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE
. REQUEST
Bill/Resolution No.  House Bill No. 202
Title Levy and Collection of Taxes on Developed Property: Unorganized Borough
Requested by  Representative Parr Date

[I.  FISCAL DETAIL
Agency Affected community and Regional Affairs
Program Category Affected pevelopment
Budget Request Unit(s) Affected state Assessor 21 - 73 - 3 - 01 - 16 - 00

EXPENDITURES  (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FYR2
100 PERSONAL SERVICES __ 4283 454.0 481.2 510.0 540.6
700 TRAVEL 87.0 92.2 63.5 67.3 71.3
300 CONTRACTUAL 673.6 719.7 114.6 121.5 128.8
400 COMMODITIES 35.6 37.7 16.0 . 17.0 18.2
S00 EOQOUIPMENT 43.8 10.0 10.0 10.6 11.2
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC

TOTAL 1,268.3 1,313.7 685.3 726.4 770.1

FUNDING  (Thousinds of Dollars)

GENERAL FUND 1,268.3 1,313.7 685.3 726.4 770.1
FEDERAL FUNDS

OTHER (Specify)

POSITIONS

FULL TIME 18 18 18 18 18
PART TIME
TEMPORARY

[II. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

1. (@ assessment date January 1, 1979 (Amendment necessary)
The estimated tax base for the unorganized borough is based on known taxable property
values, parcels per capita and average per parcel valuation within home rule and first
class municipalities as of January 1, 1976.

3. Estimated tax base is discounted 20% to reflect the unimproved property exclusion.
(809,328,988 = 1,011,661,235 - 20% 202,332,247)

4. Estimated average mill rate for administration of schools within 11 boroughs 1is 7 mills
(7 mills = numerical average 6.11 weighted upward to reflect Anchorage municipality
at 8.69 mills.)

5. Estimated revenue 1is based on a 7 mill tax rate times the adjusted tax base

($5,665,302 = 809,328,988 X .007)

Analysis Continued

iv. DATE 2-24-77 PREPARED BY

AGENCY Community and Rpgional Affairs___
Original: Legislative Finance PHONE 465-4730
cc: Budget and Management

Prime Sponsor (First Legislator Named)
Parr




COPY OF LETTER SENT.

September 26, 1977

The Honorable Jonathan Solomon
Mayor, City of Fort Yukon

P.0O. Box 269

Fciiru Yukon, Alaska 99740

Dear Mayor Coleman:

I am writing at the request of Representative Lisa lludd,
Chairperson of the Interim Committee on Taxation in the
Duayganixed Borough. The purpose of the letter is to invite
you and the members ofthe council of the city of Fort Yukon,
to a public hearing tobe held in your community on legis—
lation which., 1f enacted, would levy and collect a property
tax 1u the state ¥ unorganized borough.

The hearing in Fort Yukon,has been scheduled for Thursday,
October 20, at 7:30 pm 1in the FortYukon School library.

Enclosed please find copies of the legislation and of a
recnt press release advising of the forthcoming hearing.
Should you have need of additional copies of the legis—
lation, please contact:

Legislative Information Office

Legislative Affairs Agency

COA Barnette Street, Room 144
Faircanky, Alaska 99707

Rhone: 432-4449

Sincerely,

John B. Cheuoweth
Legislative Counsel

JBC:hjd

Enclosures

t
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