


May 1, 1979

Lee McAnerney

Commissioner

Community & Regional Affairs
Pouch 8

Juneau, Alaska 99811

Dear Lee,

I was pleased to learn that the Department of Community
and Regional Affair®, through the Office of the State Assessor,
is preparing to do a study of a more equitable approach to
providing residents of Alaska with property tax relief--
particularly those in need of relief as a result of limited
incomes.

I concur that this study would indeed be a worthwhile
endeavor and that the current "piece-meal" approach of
providing property tax relief to certain groups of taxpayers
needs revision.

As this study will presumably result in legislation
which would be reviewed by the Community and Regional Affairs
Committee, |1 would appreciate being informed of its progress.
Please send any pertinent information to the following
addresses.

Rep. Bill Parker
200 Denali
Anchorage, Ak. 99801

Marjorie Gorsuch

411 Coleman
Juneau, Ak. 99801

Yours truly,

Bill Parker
Chairmcin



»EIT,, OF COMMUNITY &REGIONAL AFFAIRS

OFUCE OF THE COMMISSIONER /

CH B
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JUNEAU, ALASKA '1811

April 16, 1979

The Honorable Bill P<&ker

Chairman

Community and Regional Affairs Committee
Alaska State House of Representatives
Pouch V

Juneau, Alaska 99811

Dear* Mr. Chairman:

RE: PROPERTY TAX ADMINISTRATION
The enclosed article was published in the April/May edition of the
"Assessment Digest” and is one of the better dissertations on need for
property tax reform and some current thinking on alternate approaches.
Realizing that you and your committee are very busy at this time, these
are being transmitted for your review at your convenience.. It does,
however, appear certain that tax reform measures will continue to be one
of the major issues of concern in future sessions of the legislature.
This article, which is relatively well written, points out some basic
ideas and may be helpful as these items are discussed and legislative
cation is proposed.

Sino.er ly

Lee McAnerney
Commissioner

By: Palmer McCarter
Director

Enclosure
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n one sense there is no alternative
I to the property tax It is unique.
It performs good and necessary func-
tions that no other tax duplicates.

Yet none of us would claim that the
property tax in its present form is a
model of perfection. In that sense, the
best alternative to the property tax is a
bette: property tax.

There are no practical or logical rea-
sons that we cannot attain that better
property tax. Perhaps the chief obsta-
cles are the mental images that stand
in the way of understanding. How
these images hold us captive was
nicely explained by Don Marquis, the
light-hearted philosopher. In what he
modestly dubbed "The Almost Perfect
State," Marquis wrote:

Personally, | was never able to see the re-
motest resemblance to anything like a
human face in the moon. Hut when | was a
child 1was told that there was a (ace in the
moon; presently, | thought I shwlil see it.
and began to say | saw it. And all my life |
have gone or lying about it -talking and
even writing about the Man in the Moon.1

The myths surrounding the prop-
erty tax are more formidable than how
the moon appears to earthlings. But if
Marquis, back in the 1920s anil long
before moon landings could discern
that there was no face on the moon,
and could further conclude that the
moon was not made of green cheese,
we should not now despair about the
public's abil ty to sift through the
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bizarre notions that momentarily
obscure a clear vision of property tax
issues.

Whatever the power of false images,
ni this year of the "Great lax Revolt"
it could he perilous to fail *o stand up
to those who seek to maim or abolish
the property tax. For if they succeed, it
would be a calamity i <the first mag-
nitude, depriving us of a tax that can
be one of our keys to an independent
and prosperous future.

Howard Jarvis made himself a
legitimate target when he designed
the amendment that erodes the
California property tax and sets back
assessment administration in that
state by light years. We can aim our
retaliatory barbs at him in the spirit of
the spearthrower who said, as he took
aim at his foe, "This should put some
iron in his blood."™ Of course, Jarl/is is
far from the only villain in the act. In
passing out responsibility, we should
not overlook the long parade of
economists who have gained the spot-
light by kicking the property lax.3 Nor
should we forget all the politicians
who have won acclaim by taking
cheap ihots at property taxes and as-
sessments." How long has it been
since you heard public finance spe-
cialists or local politicians stand up in
public to say anything favorable about
the property tax?

No wonder, after continuously
hearing property taxes badmouthed

Alternative to the
Tax—A Better
perty Tax

by their leaders, citizens con-,ixtentlv
list the property tax as their least
popular tax And no wonder they will
follow a Jarvis, or his clone- that are
cropping up elsewhere, giving up
their birthright in good property taxa-
tion for a mess of tax relief potage.

It cannot be emphasized too much
that the property tax is one of the best
taxes in our fiscal kit of tools Property
values grow as the community grows,
providing a kind of natural income tor
it. Tapping a local source ol revenue,
the property tax can prevent com-
munities from becoming loo de-
pendent on distant, centralized gov-
ernments, The property tax alone en-
ables the city or county to recoup
values which they create through pub-
lie works and services. And the tax is
one of the few that citizens can readily
speed up or slow down to exercise
control over their officials,

Prevalent Myths about the Property
Tax

To restore this tax to the reputation it
deserves requires weeding out its
counterproductive features. The most
notorious of these features, in my
view, is the taxation of improvements.

look at some of iTicTuxemmgcs
surrounding the properly lax may
suggest why llk- iinlaxing ol I»ni£ilig_
and other buildings should lake high



.priority in the battle to save.the prop-
erty tax.

Gaffney, Henry Aaron, and others.’
Where faulty assessment procedures

Fable lNumb_er 9- A site value tax ~Dtvor wealthy property holders, the
would t>e'TltelinSTAy:ar trom being &  tax may weigh more heavily on the

new tax, we~already have the site
value or land value tax. We have
always had it. Are there any assessors
who are not assessing land or any
jurisdictions that are not taxing it? We
do not base the tax on land exclu ¢
sively, but we certainly tax land.

. A pure site value tax is what re-
mains when improvements are
excluded from the tax. Such an exclti-
sion would not be novel. In the United
States, the property tax started out
mostly as a land tax. Then we went
through a long period of adding a
wide array of things to produce an
all-encompassing general property
tax. More recently, as John B. Rack-
ham has pointed out, there has been a
trend to get back to basics. Among the
items that many stales have
discarded--because of their negative
impacts or the difficulty in their
enforcement—have been business in-
ventories and personal property.
Clearly, after these facets of the lax
had outlived their usefulness and had
been eliminated, the property tax that
remained was not viewed as some
strange, unfamiliar creature. The site
value tax has always been an integral
part—and in the opinion of many, the
best part—of the properly tax. All the
good things that may be said about
the site value tax, therefore, refer at
least in some degree to the property
tax that is now under siege.

Fable Number 2 The property & s
irelastic. According to this old saw,
property tax receipts fail to keep pace
with economic expansion and growth
of incomes. The public finance experts
who used to repeat this alleged weak-
ness were remarkably silent when
Californians and others began protest-
ing that the property lax was too clas-
tic. These experts claimed that the tax
had reached its upper limits by World
War Il. If so, it has certainly been re-
born as a revenue producer. From
1920 through 1945, property tax collec-
tions nationwide ranged from four to
five billion dollars a year. By 1955 they
rose to $11 billion. By-WXtllujuJtHjill-
—mn__And now to $(>5 billion. So much
for inelasticity.

Fable Number 3. s
regressive. Strong evidence to the con-
trary has been developed by Mason

poor. But a tax system cannot be fairly
condemned because its rules are dis-
regarded in particular instances. The
warranty for the evenhandedness of
the tax assumes normal care and han-
dling.

[ However, the regressive theory
wins adherents to the extent taxes on
rental homes and apartments are
paused on to low-income tenants Un-

xing these buildings would make
thejaropertv tax decidedly more prce
ressive. And because valuable lands
artTKighly concentrated in the hands
of the rich, a site value tax would offer

Until a century ago, virtually all
local government revenue and the
bulk of state tunds in the United
States were derived from property
taxes; federal taxes, except tor tariffs,
were minute. This era when the prop-
erty tax reigned supreme coincided
with the nation's most dynamic
growth. Upward mobility was at a
maximum. The very idea of a poverty
class seemed unAmerican. The prop-
erty tax, far from being considered
cor' calory, was widely accepted as a
necessary element of a just economy.

Fable Number 5. The property tax is
inflationary. This is half fable, half

Ntruth. The tax on buildings is in-

Inflationary, the tax on land is not.

1""When both ate linked together, their

substantial relief to middle-income 1 opposing impacts somewhat cancel
and lower-income families”~”~"each otherout. This helps explain why

Fable Number 4. Tin properly tax BR the substantial property tax cut in
eonjisoglary. Jarvis rewveiTThTs myth ‘~California did not bring tenants the

(Turing the Proposition 13 campaign,
Hc urged citizens to save themselves
from the oppressive taxation of Latin
America's 'dictator countries"™ and
from what he called the "English dis-
ease." On this point, Jarvis scores
high on inventiveness.

A* Gaffney remarked, poor South
American nations have had Proposi-
tion 13 for most of their history.*
When | worked in Ecuador, property
was barely taxed at all. Ecuadorians
had asaying, "We're a rich land but a
poor people.” While this was mostly
true, some of the people- -those in the
small landholding class that held rural
and urban areas in their grip—were
fabulously wealthy. One would have
to be exceedingly naive to suppose
that this ruling class shielded the
property they owned from taxation
out of concern for the impoverished
masses. England’'s landed gentry, too,
have managed fairly well to shelter
property from taxation; it is the in-
comes of England's working people
ijjlifli are being taxed to the bone.

One tif the virtues of the property
tax which emerges from the pages of
otic history is that it can be a brake
against the confiscation of land by the

v lcorn the many. The contrast be-
tween socioeconomic conditions in
the nations settled by the British,
which relied almost exclusively on the
properly iix for local revenues, and
the nations settled by the Portuguese
and Spanish, which did not, speaks
eloquently to this point.

instant rent reductions Jan s prom-
Jsed. Because Jarvis was a long-time
lobbyist tor apartment owners, some
suspect his promise was simply acyn-
ical ploy to win votes. It is conceiv-
able, nevertheless, that Jarvis was re-
ally confused, along with the typical
American, thanks to the failure of
most economists to spell out how
taxes on land and on buildings behave
differently,

It is a common experience to watch
taxes feme prices ip. Wo sec this lax
inflation at the gasoline pump, or at
checkout counters where sales taxes
are added to the cost of purchases,
Taxes on houses and commercial
structures follow this pattern The
higher the taxes, the higher the total
prices.

Taxes on land, however, do not
work this way. Mysterious oi contrary
to jntuition as it may appear, the
higher the fax on land, the lower is
pricle. fqﬁ, :alirea!__g_state brokers know
from practical experience, Because of
this, | predicted that Proposition 13
may have an inflationary impact on
land prices:

Ot (California’s) $7 billion tax cut, at
least -It) percent, or $2.ft billion, represents
land values. This is likely to be capitalized
in increased land prices, adding$45 billion
or more on top of already staggeringly high
land prices,'1

How this capitalization effect occurs

is illustrated by the following specific
example,

MAKCII'AEHIL. IWv 1



You bought apiece of land in 1975 for
5150,000; annual property taxes were
54,200. Under Proposition 13, the tax is cut
to $1,500. This annual tax savings of 52,700
makes the land more attractive by the
amount one would have to put in the bank
to reap 52,700 a year At 6 percent intertst,
this would be 545,000. Thus, the 5150,030
property now sells for 5195,000, a 30 per-
cent increase.

lhope lam wrong about this predic-
tion of escalating land prices in
California. Since my example deals
exclusively with a case of bare land,
the effect may be mitigated somehwat
by the reduction in taxes on build-
ings.7 But what land economics
teaches in general is this; high taxes
on buildings and low taxes on land

create a double-barreled inflationary”
effect. The maximum anti-inllationary ¢

effects can be realized by reducing or
eliminating the taxes on buildings amd
shifting them to lar.d values.

Fam.e Number 6. Properly tuxes
don't moke much difference. Terl it to
Governor Brown and the legislators in
Sacramento who disregarded citizen
pleas for relief Tell it to ilies like Bos-
ton where little private commercial
building occurs unless developers first
win property tax abatements for
twenty years or more. Tell it to com-
munities that lure commerce and in-
dustry with property tax reductions.
Tel! it to the Minneapoks-St. Paul reg
ion where, to halt tax warfare among
neighboring jurisdictions, a tax-base
sharing system was instituted.

Tell it to -Il the people sitting on
land ripe for development who find it
more profitable to hold their parcels
out of use. From their perspective, a
land tax is aholding cos,I If this cost is
low relative to the annual increase in
value of the site (actual or anti-
cipated), owners sit patiently while
gains accrue without any effort on
their part. These decisions to with-
hold land from use art reinforced by
the knowledge that any buildings they
construct on the site will immediately
bring forth higher taxes.

The fair)' tale that property taxes
make little difference to land specula-
tion, blight, urban sprawl, housing
supply, and business locations lias
been peddled by many academics.
This is puzzling until you realize that
those who stati* this viewpoint have
neglected to differentiate between
land taxes and improvement taxes,
Both taxes ate very potent. But they

4 ASSESSMENT DICES!

pull in opposite directions, like two
locomotives on either end of a train,
one chugging north and the other
chugging south. An observer looking
only at the way the freight cars jerk
back and forth might falsely conclude
the locomotives were weak.

Jarvis recognized that the property
tax did make a difference. Focusing
exclusively on the building tax
locomotive, he struck paydirt with
voir s by reminding them how the
tax, in effect, punished property own-
ers who built or remodeled, even
though these activities put people to
work and improved city neigh-
borhoods. The quarrel with Jarvis on
this point is that he tarred and feath-
ered the whole property tax, not just
the building ’ax that has been causing
so much individual and social pain,

\ Cartoonist llerblock recently pic-
tilred a renovated home and a
homeowner proudly telling the wife
and Kills, "we had to break the piggy
bank to do it, but we finally got the old
house fixed up.” An assessor is shown
slinking around the side of the house,
toting up its higher taxable value.
What bothered me i\as the implica-
tion that the assessor was the villain.
i le merely carries out the laws m an-
dating that improvements be included
in the properly tax base The laws, not
the assessors, impose this disincen-
tive to housing construction and
maintenance. llomeowners and other
citizens who tolerate such laws are not
without blame. If citizens dislike the

yfaws, they may look to Pennsylvania
and the District of Columbia for
examples of enabling laws that permit
taxes on improvements to be reduced

\jireliminated. Australia anil New Zea-
land have undertaken wholesale

-abandonment-of- property taxes on
buildings, and with good results.

Faiier Number 7. Site inline reform
must timil assessment reform. 1confess
lli.it for years 1have often gone along

with this view. But it proved to be a

soap bubble punctured by Proposi-

tion 13 California has been among the
nation's leaders in the drive to achieve
accurate, uniform, frequent as-
sessments, ye! that is where the ax
lull. Was this coincidental? Appar-
ently, the full and timely re-
assessments during a highly in-
flationary period exaggerated the de-
fects of the properly tax, making it
more onerous and contributing to the

taxpayer revolt. Political leaders wel-
comed assessment reforms and the
greater revenues they produced.
When taxpayers complained about
escalating burdens, politicians
blamed assessments, conveniently
forgetting to mention that they alone
had the power to raise—and lower—
~property tax rates.
Let me stress that my support of re-
\ forms to make assessments a» uniform
"and fair as humanly possible is in no
way diminished.10 But these reforms
should be undertaken in tandem with
the move to rid the tax of it- punitive
impact on those who build and main-
tain cur communities. A clock seems
to be running out on the public's to-
lerance of the property tax in its pre-
sent stale. We no longer haw the lux-
ury of dealing with its prob! -ms one at
a time. )
Fable Number K. The properly tol is
the most burdensome tax. This mvih is
so much at odds with the tacts that
many commentators concluded that
Proposition 13 supporter simply
clobbered property taxi’s to ogistcr
their displeasure with 0il taxes. The
polls dii not entirely support this
view; they reveal tremendous anti
property tax sentiment. Perhaps tax
a-'ministrators unwittingly perpetuate
tiiis sentiment by their inattention to a
small but critical detail—the method
of payment. '
WTiy not take a cue from the income
tax fraternity? They colled taxes,
seemingly painlessly, via pny<hocks
They often lake out too much, using
interest-free money that does not be-
long to them until accounts are settled
each year. Instead of resenting these
excess payments, most taxpayers look
ai the refunds as windfalls. They are
so grateful they tell friends how many
hundreds they get back, hardly notic-
ing how many thousands they paid
in.
In contrast, the annual lump sum
payment of property taxes hits many
p homeowners like a ton of bricks. The
cash How problem is avoided when
mortgage lenders require property
taxes to be paid in advance in monthly
installments, along with capital, inter-
est, and insurance. For owners who
lack this mechanism, why not devise
property tax payroll deduction plans
for people on wages and salaries? And
(or retirees and others who do not re-
ceive regular payroll checks, why not



devise automatic monthly payment
plans through checking accounts, of
the sort that many insurance firms
utilize?

Officials who resolve this seemingly
minor payments problem are likely to
become heroes to their constituents.
No doubt they will be widely copied,
and they will do rvuch to strengthen
property tax suppoti in the future.

Suggestions and Conclusion

If there is a move .0 modernize the
property tax, leaving it as a tax on land
values alone, some have suggested
that the tax rate on land values be pro-
gressive. Jefferson, according to a let-
ter written ir. 1795,11 favored such an
approach. Among nations that have
levied land ta>~« at increasingly high
rates as parcels become larger or more
valuable are Australia, Brazil, Egypt,
and Poland. TaiwanT4lersau interest-
ing current example

Taiwan levies a fill 1 percent land
tax on small plots of urban land oc-
cupied by owners. It levies a Hat i.5
percent land tax on dtes in industrial
use. But it levies a progressive land tax
ranging from 2 to » percent on large,
valuable holdings. According to
Shih-ko Shcn, director of Taiwan's
Land Bureau, this strategy prevents
land speculation md facilitates land
acquisition by ao. al users.1l There is
reason to believe that Taiwan’s land-
lords, after seeing landlords literally
wiped out by Communists on the
Chinese mainland, accepted this re-
markable system as their ticket to sur-
vival.

My preference in vor a neutral prop-

trty tax. Itis now leased in the United
tales against land rse in favor of land
holding. This conlo be corrected by
removing the tax o.t improvements,
requiring land user.< to pay no more
than their adjacent land bankers. |
would rather see how this kind of neu-
tral tax functions before adding a spe-
cial stinger through a progressive tax
.rate. Yet one c,n imagine circum-
stances—for example, where landlord-
ism of an almost feudal nature had
taken hold—ir which a progressive
land tax might be considered neces-
sary.

Let me co.idudc by stressing again
that the prcperty tax is one of the best
taxes. The tax on buildings, however,
strikes mi as one of the least desirable

taxes—a weakness that detracts from
our property tax. Removing this
building tax will help defuse the tax-
payer revolt by combining relief with
tax equity. It will do this without
strangling local government finances;
on the contrary, taxing site values
should strengthen the local tax base. It
will encourage more compact land use
which is no small matter in an era of
energy shortages.” And it will help
suppress the inflation that'has become
one of our most critical domestic prob-
lems.

In sum, it makes sense to appreciate
and hold fast to what is best in the
property tax.

The views expressed are the author's and
do not necessarily reflect those of the
ganlzation with which he is associated.

1 Don Marquis, The Alnmost Parfect
State, (New York: Doubleday, Pago & Co.,
1927).

2. Some of the current generation of
economists present far more balanced
views of the property tax, including its
merits. Notable among them are Mason
Gaffney, C. Lowell Ilarriss, Arthur P. Be-
cker, Dick Notzer, Donald C. Slump, Gene
Wunderlich, John Shannon, and I. L
Ecker-Kacz.

3. Exceptions to ilus rule appear lo be so
rare that it might be worthwhile for IAAO
to search out state and local public officials
who have the integrity to speak forth-
rightly about property taxes, and then to
give appropriate awards to such individu-
als

4. llenry |. Aaron, Who/'m/s treProperly
Tax A New View (Washington, D.C.:
Brookings Institution, 1975); Mason
Gaffney, ""Toe Property Tax Is a Progres-
sive Tax," Proosedngs National Tax Asso
elation, 1971

5. Mason Gaffney, “Tax Limitation:
Proposition 13 and Its Alternatives,”
mimeographed, remarks lo Center for the
Study of Democratic Institutions, August,
1978.

(» Rybeck, "Urban Sounding Board,"
Nation's Cities, vol 16, no. 8, August 1978.

7. Inllatinnary impacts are far too com-
plex lo treat in detail in this summary. Por
an example of this complexity, the lower
taxation of buildings fend lo contribute to
higher land values at the same time that it
reduces building prices.

8 Weshington Rost, May 24, 1978.

9. It. W, Archer, Ste Valle Taaation in
Catral Business tistrut Redevelopment,
Sydney, Australia (Washington, D.C.:
Urban Land Institute, 1972)- Holland O'Ke-
gan, Rating in New Zealard (Wainuiomatn,
New Zealand: Baranduin Publishers. Ltd.,
1973). Bulb of these publications are un-
usually evenhanded, indicating problems
as well as advantages of rite value taxation.

It). IAAO's major new work on adminis-

trative streamlining. Inmproving Real Prop-
erly Assessrent A Referee Menual, was
published in November 1978. The author
was privileged to participate in the prepa-
ration of this comprehensive and current
guidebook.

11. Letter to James Madison, quoted by
Aaron M. 5akolsl.i. Land Terure ad Lard
Taxation in Arerica (New York; Robert
Scha'.kenbach Foundation. 1957) p. 62.

12. Archibald M. Woodruff, lamer. R
Brown, and Sein Lin, eds., Intematiocnal
Seminar on Land Tasation, Land terure, ad
Land Reform in Developing Countries (West
Hartford, Conn.: John C. Lincoln Founda-
tion. 1966), pp. 304-348.

13. Some land use implications of sit;-
value taxation are discussed in Rybeck,
"Can the Property Tax Be Made lo Work for
Rather Than Against Urban Develop-
ment?" in Prgperty Tax Reform (Chicago
International Association of Assessing Of-
ficers. 1973).

Walter Rybeck is Special Assistant to the
Ch.rirman, Committee on Banking, Ii-
nance, and Urban Affairs, U.S. House of
Representatives.

Supreme Court Decision Exposes
Assessors lo Potential Liability

On January 15, 1979 the United States
Supreme Court entered a brief order
which may have the profound effect of
exposing local and state property tax
officials, for the first time, to personal
liability in certain narrowly defined
situations. The Supreme Court exer-
cised its discretion not to hear an ap-
peal of Cullerlon v. Fulton Market Cold
Storage C0., No. 78-748, letting stand
the decision of the lower Court of Ap-
peals for the Seventh Circuit, No. 77-
2133, August 7, 1978.

Fulton Market claimed that, from
1958 lo 1973, its property in Cook
County, Illinois had systematically
and intentionally been assessed at
levels of up to two and one halt times
that at which property was generally
assessed in the county in those years.
In 1974, Fulton Market filed uii in lire
United States District Court lor the
Northern District of Illinois against
the two Cook County assessors in
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OFFICE OF THE COMMISSIONED POUCH B - JUNEAU SSSII

March 14, 1979

The Honorable Bili Parker
Chairman
House Community and Regional
Affairs Committee
Alaska State Legislature
Pouch V
Juneau, Alaska 99811
Sjr X
Dear Represenfeitfve Parker:
A

RE: HOUSE BILL NO. 223

At the request of the members of the House Community and Regional Affairs
Committee, State Assessor Terry Earley has attempted, given® information
available from the Federal Veterans Administration, to analyze the cost
of alternatives to House Bill No. 223. The five requested alternatives
are recapped on the attached summary sheet*, an individual fiscal note Iis
also attached for each alternative.

I would like to again call your attention to the position stated by the
State Assessor in his testimony before your committee on March 7, 1979.
The Department 1is strongly opposed to the "piece-meal™ approach of
providing property tax relief to certain groups of taxpayers in Alaska
(i.e., senior citizens and famers). House Bill No. 223 would extend
this type of tax reliefprogram to disabled veterans.

Property taxrelief should be made available to those in ;ieed throughout
the State of Alaska but should not be provided those residents who do

not have a demonstrated need for State refunded property tax relief
payments. We believe a more comprehensive program of property tax

relief ought to be madeavailable by the Legislature, preferably in the
form of a reimbursement or rebate based upon income as determined through
the filing of Alaska State income tax returns.

The Department, through the Office of the State Assessor, is prepared to
pursue a more equitable approach to providing residents of Alaska with
property tax relief - particularly those in need of relief as a result
of limited incomes. Proposed legislation could be made available for
consideration by the next session of the State Legislature. We would
appreciate an expression from your committee as to whether or not this
is a worthwhile endeavor for the Department to pursue prio"- to the next
session.



The Honorable Bill Parker
March 14, .7979
Page Two

If you have questions regarding the attached alternatives to House Bill
No. 223, Mr. Earley or 1 will be pleased to respond.

Sincerely,

Lee McAnerney
Commissioner

\\ ~/ -

By: Palmer McCarter
Director
Local Government Assistance Division

Attachments

cc: Senator Arliss Sturgulewski, Chair
Senate Community a.\d Regional Affairs Committee

Representative Joe McKinnon (Sponsor of HB 223)

Senator Brad Bradley (Sponsor SB 154)



During the meeting of the House Committee on Community and Regional
Affairs of March 7, 1979 property tax exemptions for Disabled"Veterans
were discussed. The following is a recap of fiscal 1impacts of the
several proposals discussed.

TOTAL TOTAL
ELIGIBLE COST
1. Exempting veterans over 40% disabled 670 $311, 780
both homeowners and renters and
leaving the $20,000 income limit.
2. Exempting veterans over 40% disabled 424 $197,948
both homeowners and renters and
reducing income limit to $10,000.
Exempting veterans over 40% disabled 544 $253,698
both homeowners and renters and also
including veteran®"s widows and
reducing income limit to $10,000.
Exempting veterans over 40% disabled 681 $317,044
both homeowners and renters and
eliminating 1income restrictions.
5. Exempting veterans over 40% disabled 876 $407,902

both homeowners and renters, also
including veteran®s widows and
eliminating income restrictions.

Prepared by:

Department of Community and Regional .-ffairs
Office of the State Assessor



Other Approaches & Comments

An eligible veteran shall be exempt from a portion of his local property
taxes or rent equivalent based on the following chart:

Percent of Disability Taxes Payable as a Percentage

of Income
10% to 30% 50
30% to 40% 4%
40% to 50% 30
50% to 60% 2%
60% to 70% %
70% and up 6%
Examples -

A veteran who 1is 25% disabled and hastotal income of $15,000 would be
required to pay the first $750 of thetax bill on his residence.

A veteran who 1is 55% disabled and hasan income of $10,000 would be
required to pay the first $200 of thetax bill on his residence.

This approach ties the exemption to both income and percent of disability.
Because of the reliance on income there is some difficulty in administration

The simplest way to administer this approach would be as a credit on
state income ax. This 1is, of coursel, a refund that requires taxpayer
outlay of cash and then a refund.

This program could also be administered much in the same manner as the
senior citizen renters equivalency program with the Department of Community
& Regional Affairs making the refunds directly to the disabled veteran.

Yet another approach would be to make the reimbursement completely
contingent on income. Something to the effect: "disabled veterans with

a disability greater than % shall be entitled to a refund of property
taxes in the amount that the annual property tax bill or rent equivalent

exceeds the appropriate percentage of their income based on the following
table™:

Income Percentage

Under $4,000

$4,000 but under $5,000
$5,000 but under $6,000
$6,000 but under $7,000
$7,000 but under $10,000
$10,000 and up



An eligible veteran has an income of $4,500 and pays taxes of $1,000.
$4,500 X 1% = $45 $1,000 - $45 = $955 refund

The easiest approach to administration of this type of reimbursement is
an income tax rebate, but could be handled like the senior citizen
renters program, with rebates by the Department to the eligible applicant.

One of the major complaints about the property tax over the years is
that it is not responsive to the earning power of the taxpayer. The two

alternatives mentioned do make property taxes mere responsive to the
taxpayers ability to pay.

Howeve”, it should also be pointed out that every class of taxpayers
exempted increases the burden on the balance of the taxpayers.

There are approximately 380,000 people living in areas of the state

where property taxes are levied. There are currently 5,400 senior

citizens and 200 farmers being exempted; that is a total of 5,600 or

1 1/2 percent of the total population being subsidized. Although 5,600
residents does not sound like a lot when considered independently, the
addition of the more standard type of exempt properties such as governmental,
churches, charitable institutions, and property of veterans organizations
make properties that are currently tax exempt a very substantial part of

the property tax base throughout Alaska.



March 5, 1979

Representative Joseph H. McKinnon
Alaska House of Representatives
Pouch V

Juneau, Alaska 99811

Dear Representative McKinnon:

I thank you for the opportunity to comment on House Bill No. 223.
As you may recall, 1| had the opportunity to testify at a hearing
on substantially the same bill of the Coironunity & Regional Affairs
Committee tvio years ago.

The proposed amendments to AS 29*53*020 were discussed and the
gross income limitation and eligibility (4C$ service-connected
disability) were adjudged fair.

The American Legion, Department of Alaska, has had many opportun—
ities to discuss the proposed amendments. We wholeheartedly
endorse the concept of exempting from taxation the real property
owned and occupied by a disabled veteran.

As stated above, the conditions for exemption are reasonable and
just.

Please accept this statement as giving full support to House Bill
No. 223* If further testimony is desired, I will be more than
happy to appear before the committee seeking information.

Sincerely

WILLIAM C. KELM
Department Adjtant

cc: Department Officers



Representative Joyce Kunson
Pouch V
Juneau, Alaska 95311

Dear Joyce,

I received a number of bills from Juneau recently and
noted that you are a co-sponsor on HB 223. I want to suggest
a slight change. I vrould like to see the addition of (unre—
married widow of the disabled veteran) without the inclusion
of the adjusted gross 1income of (less than $20,000).

It could also tread (unremarried widow and/or the
principal abode of the children of the disabled veteran).

I approve the 40% disability clause vs the Senate Bill
154 which reads 50% disability of the disabled veteran.

I have rewritten sections of HB 223 so you can see
what | mean.

HB 223 An Act providing for exemption of disabled veterans
(or unremarried widows who maintain the principal
abode of the children of the disabled veteran) from
payment of real property taxes;

(e) The real property owned and occupied as a permanent
place of abode by a resident G5 years of age or over or
by a disabled veteran (or unremarried widow who maintains
the principal abode of the children of the disabled
veteran) without regard to his age 1is exempt from
taxation of the assessed value of the real property.

I am assuming that the bill has been written in order
to provide relief to a disabled veteran and his dependents or
minor children. I contend that if the veteran dies, that it
is even more important to provide a home for the children of
the veteran because of the stress encountered upon the absence
of the (probably) major wage-earner. Therefore 1 feel that
widows and minor children should be included.

I don"t believe this addition 1is going to cost very
much because, lets face 1it, how many unremarried widows with
minor children of a disabled veteran do we have maintaining
a home in Alaska?

Good luck 1in Juneau.

ANUAAw, L
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REQUEST

Bill/Resolution N o House Bill No. 223
Title Provides for exemption from property taxes for disabled Veterans

Requested by. Rep. McKinnon, Buchholdt. Meek;ns & Munson Date

FISCAL DETAIL

Agency Affected Department of Community and Regional Affairs
Program Category Affected, Grants

Budget Request Unit(s) Affected Senior Citizen Homeowners - State A”pssor

EXPENDITURES  (Thousands of Dollars)

FY79 FY00 FYD  FY82 FY 83

2188 PERSONAL SERVICES

300 CONTRACTUAL k)

400 COMMODITIES

800 ERUIPMENT

00  LAND_ & STRUCTURES

700  GRANTS. CLAIMS. ETC. 279.0
TOTAL 2705

FUNDING (Thousands of Dollars)
%ENERAL FUND 278.5
EDERAL FUNDS

OTHER (Specify)

FULL TIME
PART TIME
TEMPORARY

IV. DATE 3-6-79 PREPARED BY Terry 1. Earley. State Assessor
AGENCY Department of Commu

Original: Legislative Finance PHONE 465-4730

cc: Budget ard Management

POSITIONS

OO

ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

According to the Federal veteran®s Administration, there are approximately

706 disabled veterans receiving compensation for 40% or greater disability.
Assuming about rent their homes, 530 may be presumed eligible. Assuming

that another 30 would be ineligible for either exceeding the income limit

FY 84

or being 65 years of age and already exempt leaves approximately 500 eligible

veterans.

500 (veterans) times $558 (average senior citizen tax savings) = $279,000.

- [V -tT t--1> & =

Prime Sponsor (first Legislator Named)

BEYiSED 3-6-79

33 -001  (Hr\. 10/711)
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AS IF AMENDED TO REDUCE INCOME LIMIT TO $10,000 AND INCLUDE RENTE™

THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTII LEGISLATURE

FISCAL NOTE

I. REQUEST
Rill/Resolution no House Bill 223 PROPOSED SUBSTITUTE _
1“9 Provides for exemption from property taxes for disabled Veterans
Requeﬂed NV community and Regional Affairs Committee Date

Il.  FISCAL DETAIL

Agency Affected Depaltment of Community and Regional Affairs
Pro(?ram Category Affeclid  crants
udget RGQUESt nlt(S) / ffected senior citizen Homeowners and anth'S Fonjy.-il oncv -

STATE ASSESSOR

EXPENDITURES  (Thousands of Dollars)

FY79 FY8  FY81 FY®2 FY 83 FY 84

100  PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL 1.0

400 COMMODITIES

200  EQUIPMENT

600  LAND & STRUCTURES

700  GRANTS. CLAIMS. ETC. 196.9
TOTAL

197.9

FUNDING  (Thousands of Dollars)

FEDERA FONs 1979

OTHER (Specify)

POSITIONS
FULL 0
PART TIME 0
TEMP 0

111 ANALYSIS (See Fiscal Note Preparation Instructions, Section Il

According to the Federal Veterans Administration there are 7C6 veterans
receiving compensation for 40% disability or greater. Assuming 25% of
that number to be renters, we then have 176 renters and 530 homeowners.
Further assuming that 40% of these numbers are ineligible due to either
exceeding income limit or being over 65 years of age and already eligible
for exemption. Therefore v/e end up wi ti 318 eligible homeowners and 106
eligible renters.

318 homeowners @ $558 (average senior citizens savings) = 177,444
106 renters 0 $184 (average renters equivalency payment) = 19,504
424 TOTAL $196,948

, 3-7-79 PREPARED BY . Tenry. L. Eaclfiy-x S.tQ
lV_ _DATE AGENCY ™ DeP'Trtin n¥— fC0|C|l|n Lv aﬁgd Rea.lonal=Affaivi
Original: Leg|slat|ve Finance PIIONE  465-47
CC: Budget and Management
Prime Sponsor (Flrst Legislator Named)

33 001  (ltov. 10/78)



I REQUEST

Bill/Resolution No. House Bill 223 PROPOSED SUBSTITUTE
Title Provides for exemption from property taxes for Disabled Veterans
Requested by Community and Regional Affairs Committee Date

Il. FISCAL DETAIL
Agency Affected Department of Community and Regional Affairs
Program Category Affected Grants

Budget Request Un"t(s) Affected Senior Citizens Homeowners and Renters Equivalency -
STATE ASSESSOR

EXPENDITURES (Thousands of Dollars)

FY 79 FY 80 FY 81 FY 82 FY 0.3 FY 84
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL covmanon. 1.0
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES

700 GRANTS. CLAIMS. ETC. 310.3

FUNDING (Thousands of Dollars)

GENERAL FUND 311.3
FEDERAL FUNDS

OTHER (Specify)

POSITIONS
FULL TIME 0
PART TIME 0
TEMPORARY 0

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

According to the Federal Veterans Administration there are 706 Veterans
receiving compensation for 40% disability or greater. Assuming 25% of
that number are renters, we would have 530 homeowners and 176 renters.
Further assuming 30 of the homeowners and 6 of the renters would be
ineligible for either income reasons or being 65 years of age and there—
fore already exempt leaves 500 eligible homeowners and 170 eligible

renters.

500 (Homeowners) P $558 (average senior citizen savings) 279,000

170 (Renters) P $184 (average renters equivalency payment) = 31,280

670 TOTAL $310,280
IV. DATE 3-7-79 PREPARED BY Terry L. Earley., Stato Assessor

ACENCY Department of Community and Regional Affairs.

Oniginul: Legislative Finance PHONE 465*%4730
ce: Budget and Management

Prime Sponsor (First Legislator Named)

33 00l (Rev. 10/78)
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THE LEGISLATURE OF THE STATE OF ALASKA o - W
ELEVENTH LEGISLATURE

FISCAL NOTE

REQUEST

BIiII/Resqution No. House Bill 223 PROPOSED SUBSTITUTE

Title PYoVides ot 8%EMpEion from property tax ‘for disabled Veterans
Requested bv  House Community & Regional Affairs Committee Date

Il. FISCAL DETAIL
Agency Affected Department of Community and Regional Attairc;
Program Category Affected Grants
Budget Request Unit(s) Affected Senior Citizens Hnmenwnprs and Renters Equivalency -

STATE ASSESSOR

EXPENDITURES (Thousands of Dollars)

FY 79 FY 80 FY 81 FY 82 FY 83 FY 84
TOO .PERSONAL SERVICES
200 TRAVEL
300 _.CONTRACTUAL  ....... 1.0
400 COMMODITIES
500 EOLJIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC. 252.7

TOTAL
253.7

FUNDING (Thousands of Dollars)

GENERAL FUND 253.7
FEDERAL FUNDS

OTHER (Specify)

POSITIONS
FULL TIME 0
PART TIME 0
TEMPORARY 0

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

According to the Federal Veterans Administration there are 706 veterans
receiving compensation for 40% disability or greater. Our best estimate
is that there are 200 additional unremarried widows ot disabled veterans.
This makes a total of 906 persons initially eligible. Assuming 25% of
these people rent, we would have 226 renters and 680 homeowners. If we
assume 40% of those are ineligible for exceeding the income limitation
or being over 65 years of age and already eligible for exemptions, we
end up with 408 homeowners and 136 renters.

408 homeowners 0 $558 (average senior citizens savings) = $227,664
136 renters 0 $184 (average senior citizen renter reimbursement) = 25,024
544 TOTAL $252,688
IV DATE  3-7-79 _ prepARED BY JLEIIT L: Partey, _state Assessor
AGENCY ~ Department” oF Coinmh-Tty and Reg iona I AfTairs
Original: L.cgislalivce Finance PHONE 465-4730 ,

cc: Budget and Management
Prime Sponsor (First Legislator Named)

33 001  (ltcv. 10/78)



THE LEGISLATURE OF THE STATE OF ALASKA
ELIIVENT11LEGISLATURE

FISCAL NOTE
RﬁQUESI _ .
Bill/Resolution No Heuse BIll 223 PROPOSED SUBSTITUTE

Title Provided for exemption from property taxes for disabled Veterans

Requested by ~ Community and RegiQjialJ\ffairs Committpp

I FISCAL DETAIL

Agency Affected Department of Community and Regional Affairs

Program Category Affected  Grants

Budget Request Unit(s) Affected Senior Citizen Homeowners and Renters Equivalency

STATE ASSESSOR

EXPENDITURES  (Thousands of Dollars)

FY79 FY8  FY8 FY®& FY8  FY 84

100 . PERSONAL SERVICES........
200 ..TRAVEL ........... %
300 CONTRACTUAL 1.0
400  COMMODITIES
200 KOUIPMENT
600 LAND & STRUCTURES
700  GRANTS. CLAIMS. ETC. 316.0
TOTAL
317.0

FUNDING  (Thousands of Dollars)

FEDERALFONSs ~ + — 317.0

OTHER (Specify)

POSITIONS
FULL TIME 0
PART TIME 0
TEMPORARY 0
1. ANALYSIS (See Fiscal Note Preparation Instructions, Section IIf)
According to the Federal Veterans Administration, there arc 700veterans
receiving compensation for 40% disability or greater. Assuming 25% of
these are renters, we have 176 renters and 530 homeowners. Assuming
20 homeowners and 5 renters are 65 years of age and already exempt, we
have 510 homeowners and 171 renters.
510 (homeowners) 0 $558 (average senior citizens savings) = $284,580
171 (renters) @ $184 (average senior citizen renter reimbursement) = 31,464
681 TOTAL $316,044
IV. DATE 3-7-19 PREPARED BY  Terry L. EarIeY State Assessor
N A(ENCY Repartitiont of Community and Regional ATTairs.
Original: Leglslatwe Finance PHONE
CC: Budget and Management

Prime Sponsoi (Flrst Legislator Named)

33 001 ({av. 10/78)
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........ TO INCLUDE RENTERS AND WIDOWS AND EXCLUDE INCan LIMITATIONS

THE LEGISLATURE OF THE STATE OF ALASKA
I5LEVENTII LEGISLATURE

FISCAL NOTE
REQUEST | _
Bill/Resolution No.  House Bill 223 PROPOSED SUBSTITIITF

Title Provides for exemption from ‘oropert_y taxps for fli*hlpH \pt-or s
Requested by  Community and Regional Affairs Committ.pp Date

Il. FISCAL DETAIL

Agency Affected Department of Community and Regional Affairs

Pro(?ram Categor)(JAffected Grants

Bu gﬂ Requeﬁ nﬂ@» Affected senior citizen Homeowners and Renters Equivalency -
"STATE ASSESSOR

EXPENDITURES  (Thousands of Dollars)

FY79 FY8 FY8 FY®& FY 83 FY 81

100  PERSONAL SERVICES
200 TRAVEL -
300 CONTRACTUAL 1.0
400  COMMODITIES
500  EOLIPMENT
600  LAND & STRUCTURES
700  GRANTS. CI AIMS. ETC. . 406.9
TOTAL
407.9

FUNDING  (Thousands of Dollars)
GENERAL FUND 407.9
FEDERAL FUNDS
OT HER (Specify)

POSITIONS
FULL TIME 0
PART TIME 0
TEMPORARY 0

1M ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

According to the Federal Veterans Administration, there are 706 veterans
receiving compensation for 40% disability or greater. Our best estimate

is that there are an additional 200 unremarried widows of disabled veterans.
Assuming 30 of these 906 are over 6b years of age and already are eligible
for exemption, leaves 876 eligible. ITf we assume 25% of these are renters
we end up with 219 renters and 657 homeowners.

657 (homeowners) 0 $558 (average senior citizens savings) = $366,606
219 (renters) P $184 (average senior citizens renter reimbursement) = 40,296
876 TOTAL $406,902
IV. DATE  3-7-/9 P DBY  Terry |. Earley, State Assessor ., .
A%FEPI\fCBYE Department ¥)f Commur?lzty an% eReglonaﬁ Affars—
Original: Legislative Finance PHONE (ff [b~A?-TQ
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33 001  ([{rv. 10/78)
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