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2/27/84-/

Original sponsor: G r u s s e n d o r f

BY THE C O M M U N I T Y  AND
IN THE H O U S E  R E G I O N A L  A F F A I R S  C O M M ITT EE

S E NAT E CS FOR HOUSE BILL NO. 537 (C&RA)

IN T H E  L E G I S L A T U R E  OF T H E  S TATE OF ALASKA.

T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E SSION

A  BILL

For an Act entitled: "An Act a u t h o r i z i n g  m u n i c i p a l i t i e s  to exempt motor

vehic l e s  from taxation; and p r o v i d i n g  for an e f f e c­

tive date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 29.53.025(b) is a m e n d e d  to read:

(b) M u n i c i p a l i t i e s  m a y  by o r d i n a n c e

(1) c l a ssify  boats and v e s s e l s  for purpo s e s  of taxation and 

m ay e s t a b l i s h  the a s s essed v a l u a t i o n  of boats and v e ssels on the basis 

of their r e g i s t e r e d  or c e r t i f i c a t e d  net tonnage; a tax based u p o n  a 

tonnage v a l u a t i o n  shall not e xceed $5 a y e a r  for a boat or v e s s e l  of 

less than five net tons and shall not e xce ed $15 a year for a boat or

vessel of m o r e  than five’ net tons;

(2) classify and exempt from taxation

■ (A) the h o u s e h o l d  f u r n iture over $500 in val ue and the

e f fects of the head of a family or a hou seholder;

(B) the p r o p e r t y  of an o r g a n i z a t i o n  not o r g a n i z e d  for

b u s i n e s s  or p r o f i t - m a k i n g  p u r p o s e s  and used e x c l u s i v e l y  for 

c o m m u n i t y  purposes, p r o v i d e d  that income derived from r e n t a l  of 

such p r o p e r t y  does not exceed the a c tual  cost to the o w n e r  of the 

use b y  the renter;

(C) h i s t o r i c  sites, b u i l d i n g s  and monuments; and

(D) land of a n o n p r o f i t  o r g a n i z a t i o n  used for a g r i c u l­

tural p u r p o s e s  if rights to s u b d i v i d e  the land are c o n veye d to

the state and the c onveyance  includes a cov enant r e s t r i c t i n g  use

-1- SCSHB 5 3 7 (C&RA)



of the land to a g r i c u l t u r a l  p u r poses only; rights c o n v e y e d  to the 

state u n d e r  this subpar a g r a p h  m a y  be conve yed by the state only 

in a c c o r d a n c e  w i t h  AS 38.05.069(c);

(3) exempt b u s iness invent o r i e s  from t a x a t i o n ^

(4) c l a s s i f y ^ a s  to t y p e ^ a n d  exempt or p a r t i a l l y  exempts/any 

or a l i y t v p e s > o f  m o t o r  v e h i c l e s  from taxation.l j t y p e s )

* Sec. 2. This Act takes effect J a n u a r y  1, 1985.

SCSHB 5 3 7 (C&RA) - 2 -



H O U S E  B I L L  537

ALLOWS M U N I C I P A L I T I E S  TO EXEMPT M O T O R  V E H I C L E S  (AS P E R S O N A L  

PROPERTY) F R O M  T H E  A D  V A L O R E M  TAX T H E Y  I M POSE ON T H E I R  

RESIDENTS. SITKA D O E S N ' T  WANT TO H A V E  TO IMPOSE THE TAX 

BECAUSE T H E Y  SAY IT COSTS AS M U C H  TO TO C O L L E C T  T H E Y  M O N E Y  AS 

THEY W I L L  END UP COLLECTING.

SENATE BILL 1 INCLUDES A  S I MILAR P R O V I S I O N  W H I C H  A L L O W S  

M U N I C I P A L I T I E S  TO EXEMPT A L L  PERSONAL P R O P E R T Y  F R O M  TAXATION.



2  1 1984
HAINES BOROUGH

P .O . B O X  H 
H A IN E S .  A L A S K A  99827 

(907) 766-2711

F e b r u a r y  16, 1984

S e n a t o r  F r a n k  F e r g u s o n  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V (MS 3 1 0 0 )
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  F e r g u s o n :
I t  i s  my u n d e r s t a n d i n g  t h a t  H o u s e  B i l l  # 5 3 7 ,  a u t h o r i z i n g  m u n i c i p a l i t i e s  
t o  e x em p t  m o t o r  v e h i c l e s  f r o m  t a x a t i o n ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  
d a t e ,  i s  t o  come b e f o r e  y o u r  C o m m i t t e e  o n  C om m un ity  a n d  R e g i o n a l  A f f a i r s .
I  b e l i e v e  R e p r e s e n t a t i v e  G r u s s e n d o r f ' s  b i l l  ( a n d  S e n a t o r  E l i a s o n ' s  
i d e n t i c a l  S e n a t e  B i l l )  i s  o n e  s o r e l y  n e e d e d .
S m a l l  c o m m u n i t i e s  l i k e  H a i n e s ,  w i t h  l i m i t e d  o f f i c e  s t a f f ,  h a v e  h a d  t o  
e x e r t  much t im e  a n d  e n e r g y  l e v y i n g  a  t a x  t h a t  b a r e l y  p a y s  i t s  own way 
a d m i n i s t r a t i v e l y .  We a r e  t a x i n g  t h e  p u b l i c  b e c a u s e  s t a t e  s t a t u t e s  s a y  
we m u s t ,  e v e n  t h o u g h  t h e  p e o p l e  a r e  r e c e i v i n g  v i r t u a l l y  no  b e n e f i t s  t o  
t h i s  t a x  o t h e r  t h a n  e m p l o y i n g  tw o o f f i c e  w o r k e r s .  T h e  r e a l  p r o p e r t y  
t a x  i s  s u f f i c i e n t  t o  f u n d  t h e  s c h o o l  a n d  f i r e  d i s t r i c t s .  A s m a l l  i n c r e a s e  
i n  r e a l  p r o p e r t y  t a x  w h i l e  e l i m i n a t i n g  p e r s o n a l  p r o p e r t y  t a x  w o u ld  be  
m o s t  a t t r a c t i v e  t o  o u r  t a x p a y e r s .
S e v e r a l  y e a r s  a g o  t h e  H a i n e s  C i t y  and  B o r o u g h  b a n k e d  o n  t h e  p a s s a g e  o f  
t h e  T i t l e  2 9  R e v i s i o n s  an d  m oved  t o  e l i m i n a t e  p e r s o n a l  p r o p e r t y  t a x .
W i t h  t h e  f a i l u r e  o f  t h e  b i l l s  p a s s a g e ,  wc h a d  t o ■r e - e s t a b l i s h  t h e  t a x  
t o  c o n f o r m  t o  t h e  S t a t u t e s .  I  am r e l i e v e d  t h a t  t h e  m o t o r  v e h i c l e  and  
i n v e n t o r y  t a x  o p t i o n  h a s  em e rg e d  o n  i t s  own r a t h e r  t h a n  b e i n g  h e l d  c a p t i v e  
b y  T i t l e  2 9 ------- a n d  I  w o u ld  s t r o n g l y  s u p p o r t  p a s s a g e  o f  H ou se  B i l l  5 3 7 .
As t h e  H a i n e s  B o r o u g h  A s s e s s o r  a n d  a member o f  t h e  H a i n e s  C i t y  C o u n c i l ,
1 c a n  s a f e l y  s a y  t h a t  b o t h  t h e  C i t y  a nd  B o r o u g h  g o v e r n m e n t s  s h a r e  my 
f e e l i n g s  an d  w o u ld  w e lc om e  t h e  o p t i o n  o f  e l i m i n a t i n g  t h e  m o t o r  v e h i c l e  
a n d  i n v e n t o r y  t a x .
T h an k  y o u !

V e r y  s i - h c e r e l y  y o u r s ;

c c .  H a i n e s  B o r o u g h  A s s e m b ly  
H a i n e s  C i t y  C o u n - . i l  
R e p r e s e n t a t i v e  B en  G r u s s e n d o r f  
S e n a t o r  R i c h a r d  E l i a s o n
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Borough of Sitka
• SITKA, ALASKA • 99835

J a n u a r y  13, 1984

S e n a t o r  R i c h a r d  E l i a s o n  
A l a s k a  S t a t e  S e n a t e  

P o u c h  V  M / S  3 1 0 0 
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  D i c k  a n d  Ben:

Rep. B e n  G r u s s e n d o r f  
A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s  

P o u c h  V  M / S  3 1 0 0  
J u n e a u ,  A l a s k a  9 9 8 1 1

T h e  a s s e m b l y  h a s  a s k e d  t h a t  I r e q u e s t  y o u  to  w o r k  t o w a r d  a n d  
s u p p o r t  a c h a n g e  in T i t l e  29, c o n c e r n i n g  m u n i c i p a l  t a x a t i o n  of 

m o t o r  v e h i c l e s .

T h e  t a x a t i o n  p r o v i s i o n s  of  T i t l e  29 a r e  m a n d a t o r y  o n  a l l  m u n i ­
c i p a l i t i e s ,  i n c l u d i n g  h o m e  r u l e  d o m a i n s  l i k e  S i t k a .  T i t l e  29 
s p e c i f i c a l l y  l i s t s  th e  ta x  e x e m p t i o n s  w h i c h  w e  m a y  g r a n t .
T h e  p r o b l e m  is t h a t  t h e  a s s e m b l y  w i s h e s  t o  exempt. m o t o r  

v e h i c l e s  f r o m  t he  a d  v a l o r e m  tax, b u t  is n o t  a l l o w e d  t o  u n d e r  

t h e  s t a t u t e .

S o m e  m u n i c i p a l i t i e s  s u c h  a s  J u n e a u ,  d o  n o t  t a x  m o t o r  v e h i c l e s  

u n d e r  a g r a n d f a t h e r  c l a u s e  in t h e  s t a t u t e  [A.S . 2 9 . 5 3 . 0 2 5 ( d ) ] . 
T h i s  o p t i o n  is n o t  o p e n  t o  S i t k a .

O t h e r  m u n i c i p a l i t i e s  l e t  t h e  s t a t e  c o l l e c t  a l o c a l  f e e  s e t  
b y  s t a t u t e  a t  t h e  t i m e  of  v e h i c l e  r e g i s t r a t i o n  [ A . S . 2 8 . 1 0 . 4 3 1 ]  
h o w e v e r ,  t h e  s t a t u t o r y  f e e  is o v e r a l l  m u c h  h i g h e r  t h a n  S i t k a ' s  
ad  v a l o r e m  r a t e  a n d  t h e  a s s e m b l y  d o e s  n o t  w i s h  to b u r d e n  
S i t k a n s  w i t h  i n c r e a s e d  t a x e s .

W i t h  the  s t a t u t e  r e q u i r i n g  t a x a t i o n  o f  v e h i c l e s ,  S i t k a  is 
f o r c e d  to c o m p l y ;  h o w e v e r ,  c o l l e c t i o n  a p p e a r s  to  b e  u n e c o n o m i c .  
W e  h a v e  a p p r o x i m a t e l y  4 , 0 0 0  c a r s  in  S i t k a  a n d  r e c e i v e  $ 2 5 , 0 0 0  
to $ 3 5 , 0 0 0  in t a x e s  o n  t h e m  a n n u a l l y .  M o s t ,  if n o t  a l l  o f  t h a t  
r e v e n u e  is o f f s e t  b y  t h e  c o s t  of  c o l l e c t i o n  a n d  e n f o r c e m e n t .
A  t a x  w h i c h  d i d  n o t  p r o d u c e  a n y  n e t  r e v e n u e ,  b u t  o n l y  p a i d  the



% #

S e n a t o r  R i c h a r d  E l i a s o n  & Re p. B e n  G r u s s e n d o r f  
T A X A T I O N  O F  M O T O R  V E H I C L E S  
J a n u a r y  13, 1 9 8 4 

P a g e  t wo

s a l a r y  of t h e  t a x  c o l l e c t o r  m i g h t  b e  c o n s i d e r e d  b y  s o m e  to b e  
a s i g n i f i c a n t  c o m m e n t  o n  m o d e r n  g o v e r n m e n t .  W e  j u s t  d o n ' t  
w a n t  t h a t  c o m m e n t  t o  b e  m a d e  a b o u t  S i t k a .

In t h e  p a s t  w e  c o u p l e d  t a x  c o l l e c t i o n  w i t h  a v e h i c l e  s a f e t y  
i n s p e c t i o n ,  b u t  t h e  s a f e t y  i n s p e c t i o n  o r d i n a n c e  h a s  b e e n  
r e p e a l e d  l e a v i n g  u s  w i t h  o n l y  t h e  t a x  g a t h e r i n g  f u n c t i o n .

I w o u l d  s u g g e s t  t h a t  A . S .  2 9 . 5 3 . 0 2 5  b e  a m e n d e d  by a d d i n g  a 
s u b s e c t i o n  (h) t o  r o a d  as  f o l l o w s ,  " m u n i c i p a l i t i e s  m a y  b y  
o r d i n a n c e  c l a s s i f y  a n d  e x e m p t  o r  p a r t i a l l y  e x e m p t  f r o m  
t a x a t i o n  m o t o r  v e h i c l e s " .

S u c h  a n  e n a c t m e n t  w o u l d  s a v e  S i t k a n s  m u c h  t i m e  a n d  e f f o r t  
if i t  c o u l d  g o  i n t o  e f f e c t  b y  J a n u a r y  1, 1985. S i n c e  w e  
d o n ' t  k n o w  w h a t  t h e  f a t e  of  t h e  p r o p o s e d  n e w  T i t l e  29 w i l l  b e  
t h i s  y e a r ,  p e r h a p s  y o u  c o u l d  n o t  o n l y  t r y  to g e t  t h i s  i d e a  

i n t o  t he  n e w  29 d r a f t ,  b u t  s i m u l t a n e o u s l y  a t t e m p t  to a m e n d  th e 
e x i s t i n g  s t a t u t e .

T h e  a s s e m b l y  w o u l d  g r e a t l y  a p p r e c i a t e  y o u r  e f f o r t s  a n d  
c o m m e n t s  o n  t h i s  m a t t e r .

S i n c e r e l y

P e t e r  S. H a l l g r e n  
M u n i c i p a l  A t t o r n e y

cc: A d m i n i s t r a t o r
A n d e r s o n
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,<r ^  OF

s i t k a  \ City and Borough of Sitka

L8ER

P.O. BOX 79 ■ SITKA, ALASKA ■ 99835

J a n u a r y  13, 19 84

S e n a t o r  R i c h a r d  E l i a s o n  
A l a s k a  S t a t e  S e n a t e  

P o u c h  V  M / S  3 1 0 0  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  D i c k  a n d  Ben:

Rep. B e n  G r u s s e n d o r f  
A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s  

P o u c h  V  M / S  3 1 0 0  
J u n e a u ,  A l a s k a  9 9 8 1 1

T h e  a s s e m b l y  h a s  a s k e d  t h a t  I r e q u e s t  y o u  to  w o r k  t o w a r d  a n d  
s u p p o r t  a c h a n g e  in T i t l e  29, c o n c e r n i n g  m u n i c i p a l  t a x a t i o n  of 
m o t o r  v e h i c l e s .

T h e  t a x a t i o n  p r o v i s i o n s  of T i t l e  29 a r e  m a n d a t o r y  on  a l l  m u n i ­
c i p a l i t i e s ,  i n c l u d i n g  h o m e  r u l e  d o m a i n s  l i k e  S i t k a .  T i t l e  29 

s p e c i f i c a l l y  l i s t s  t h e  t a x  e x e m p t i o n s  w h i c h  w e  m a y  g r a n t .
T h e  p r o b l e m  is t h a t  t h e  a s s e m b l y  w i s h e s  t o  e x e m p t  m o t o r  

v e h i c l e s  f r o m  t h e  a d  v a l o r e m  tax, b u t  is n o t  a l l o w e d  to u n d e r  
t h e  s t a t u t e .

S o m e  m u n i c i p a l i t i e s  s u c h  a s  J u n e a u ,  d o  n o t  t a x  m o t o r  v e h i c l e s  

u n d e r  a g r a n d f a t h e r  c l a u s e  i n  t h e  s t a t u t e  [ A . S . 2 9 . 5 3 . 0 2 5 ( d ) ]. 
T h i s  o p t i o n  is n o t  o p e n  to  S i t k a .

O t h e r  m u n i c i p a l i t i e s  l e t  t h e  s t a t e  c o l l e c t  a l o c a l  f e e  s e t  
b y  s t a t u t e  a t  t h e  t i m e  o f  v e h i c l e  r e g i s t r a t i o n  [ A . S . 2 8 . 1 0 . 4 3 1 ]  
h o w e v e r ,  t h e  s t a t u t o r y  f e e  is o v e r a l l  m u c h  h i g h e r  t h a n  S i t k a ' s  
a d  v a l o r e m  r a t e  a n d  t h e  a s s e m b l y  d o e s  n o t  w i s h  t o  b u r d e n  
S i t k a n s  w i t h  i n c r e a s e d  t a x e s .

W i t h  t h e  s t a t u t e  r e q u i r i n g  t a x a t i o n  o f  v e h i c l e s ,  S i t k a  is 
f o r c e d  to c o m p l y ;  h o w e v e r ,  c o l l e c t i o n  a p p e a r s  t o  b e  u n e c o n o m i c .  
W e  h a v e  a p p r o x i m a t e l y  4 , 0 0 0  c a r s  i n  S i t k a  a n d  r e c e i v e  $ 2 5 , 0 0 0  
to $ 3 5 , 0 0 0  in t a x e s  on t h e m  a n n u a l l y .  M o s t ,  if n o t  a l l  o f  t h a t  
r e v e n u e  is o f f s e t  b y  t he  c o s t  o f  c o l l e c t i o n  a n d  e n f o r c e m e n t .
A  t a x  w h i c h  d i d  n o t  p r o d u c e  a n y  n e t  r e v e n u e ,  b u t  o n l y  p a i d  the



S e n a t o r  R i c h a r d  E l i a s o n  & Rep . B e n  G r u s s e n d o r f  
T A X A T I O N  O F  M O T O R  V E H I C L E S  
J a n u a r y  13, 1 98 4 
P a g e  t w o

s a l a r y  of t h e  t a x  c o l l e c t o r  m i g h t  b e  c o n s i d e r e d  b y  s o m e  t o  b e  
a s i g n i f i c a n t  c o m m e n t  on  m o d e r n  g o v e r n m e n t .  W e  j u s t  d o n ' t  
w a n t  t h a t  c o m m e n t  to b e  m a d e  a b o u t  S i t k a .

In the p a s t  w e  c o u p l e d  t a x  c o l l e c t i o n  w i t h  a v e h i c l e  s a f e t y  
i n s p e c t i o n ,  b u t  t h e  s a f e t y  i n s p e c t i o n  o r d i n a n c e  h a s  b e e n  
r e p e a l e d  l e a v i n g  u s  w i t h  o n l y  t h e  t a x  g a t h e r i n g  f u n c t i o n .

I w o u l d  s u g g e s t  t h a t  A . S.  2 9 . 5 3 . 0 2 5  b e  a m e n d e d  b y  a d d i n g  a 
s u b s e c t i o n  (h) t o  r e a d  as f o l l o w s ,  " m u n i c i p a l i t i e s  m a y  b y  
o r d i n a n c e  c l a s s i f y  a n d  e x e m p t  o r  p a r t i a l l y  e x e m p t  f r o m  
t a x a t i o n  m o t o r  v e h i c l e s " .

S u c h  a n  e n a c t m e n t  w o u l d  s a v e  S i t k a n s  m u c h  t i m e  a n d  e f f o r t  
if it c o u l d  g o  i n t o  e f f e c t  b y  J a n u a r y  1, 19 85. S i n c e  w e  
d o n ' t  k n o w  w h a t  t h e  f a t e  o f  t h e  p r o p o s e d  n e w  T i t l e  29 w i l l  b e  
t h i s  y e a r ,  p e r h a p s  y o u  c o u l d  n o t  o n l y  t r y  t o  g e t  t h i s  i d e a  
i n t o  t he  n e w  29 d r a f t ,  b u t  s i m u l t a n e o u s l y  a t t e m p t  to a m e n d  t h e  
e x i s t i n g  s t a t u t e .

T h e  a s s e m b l y  w o u l d  g r e a t l y  a p p r e c i a t e  y o u r  e f f o r t s  a n d  
c o m m e n t s  o n  t h i s  m a t t e r .

S i n c e r e l y

P e t e r  S. H a l l g r e n  
M u n i c i p a l  A t t o r n e y

cc: A d m i n i s t r a t o r
A n d e r s o n
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