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S e n a t e
Com m unity anti Regional a ffa irs  Committee

F e b r u a r y  3 ,  1 9 8 8

o p t i o n a l  e x e m p t i o n s  f r o m

I n  t h i s  p a c k e t  i s  a  s e c t i o n a l  a n a l y s i s ,  b y  S e n a t o r  D u n c a n ,  a  
p o s i t i o n  p a p e r  a n d  f i s c a l  n o t e  b y  t h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  
R e g i o n a l  A f f a i r s ,  a  p o s i t i o n  p a p e r  b y  t h e  A l a s k a  M u n i c i p a l  
L e a g u e ,  a n d  s o m e  b a c k  u p  i n f o r m a t i o n  f r o m  t h e  J u n e a u  E c o n o m i c  
D e v e l o p m e n t  C o u n c i l .

D C & R A  a n d  t h e  A M L  b o t h  s u p p o r t  t h e  b i l l  b u t  s u g g e s t  a m e n d m e n t s  i n  
t h e i r  p o s i t i o n  p a p e r s .

T O :  S e n a t e  C & R A  C o m m i t t e e  

F R O M : S e n a t e  C & R A  S t a f f

e e  />

M i

R E :  S B  3 6 7  " A n  A c t  r e l a t i n g  t o  
m u n i c i p a l  t a x e s . "



" A n  A c t  r e l a t i n g  t o  o p t i o n a l  e x e m p t i o n s  f r o m  m u n i c i p a l  
t a x e s . "

BY SENATOR DUNCAN

Senate Bill 367

S e c t i o n  1 .

S u b - p a r a g r a p h  ( 6 )  p r o v i d e s  t h a t  a  m u n i c i p a l i t y  m a y  b y  
o r d i n a n c e  g r a n t  a  t o t a l  o r  p a r t i a l  e x e m p t i o n  f r o m  i n v e n t o r y  
t a x a t i o n  a n y  t y p e  o f  i n v e n t o r y  t h a t  i s  c r e a t e d  f r o m  t h e  
p r o c e s s i n g  o r  m a n u f a c t u r i n g  i n  A l a s k a  o f  n a t u r a l  r e s o u r c e s  
o r i g i n a t i n g  i n  A l a s k a .

S u b - p a r a g r a p h  ( 7 ) .  p r o v i d e s  t h a t  a  m u n i c i p a l i t y  m a y  b y  
o r d i n a n c e  g r a n t  u p  t o  a  1 0 0  p e r c e n t  t a x  e x e m p t i o n  t o  r e a l  o r  
p e r s o n a l  p r o p e r t y  t h a t  i s  u s e d  i n  t h e  p r o c e s s i n g  o i  m a n u f a c t u r e  
o f  f i s h e r i e s  r e s o u r c e s  t h i s  i n c l u d e s  a l l  a q u a t i c  p l a n t s  a n d  
a n i m a l s .
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P O S I T I O N  P A P E R

RE: S e n a t e  B i l l  3 6 7 :  " A n  A c t  r e l a t i n g  t o  o p t i o n a l  e x e m p t i o n s
f r o m  m u n i c i p a l  t a x e s . "

S P O N S O R :  S e n a t o r  D u n c a n

P r o g r a m  S u m m a r y
T h i s  b i l l  r e l a t e s  to p r o p e r t y  t a x e s  a n d  a d d s  t w o  s e c t i o n s  to t h e  
o p t i o n a l  e x e m p t i o n s  t h a t  m u n i c i p a l i t i e s  m a y  a d o p t  u n d e r  A S
2 9 . 4 5 . 0 5 0 .  U n d e r  c u r r e n t  law, m u n i c i p a l i t i e s  m a y  e x e m p t  a l l

b u s i n e s s  i n v e n t o r i e s  f r o m  t a x a t i o n .  P a r a g r a p h  (6) of t h i s  b i l l  
w o u l d  a l l o w  m u n i c i p a l i t i e s  t o  c l a s s i f y  a n d  e x e m p t  c e r t a i n  

i n v e n t o r i e s  f r o m  t a x a t i o n ,  s p e c i f i c a l l y ,  t h o s e  i n v e n t o r i e s  m a d e
in A l a s k a  f r o m  A l a s k a  r e s o u r c e s .

P a r a g r a p h  (7) of t h e  b i l l  w o u l d  a l l o w  m u n i c i p a l i t i e s  to e x e m p t  

r e a l  a n d  p e r s o n a l  p r o p e r t y  u s e d  i n  t h e  p r o c e s s i n g  of m a r i n e  
r e s o u r c e s .  T h i s  is s i m i l a r  t o  e x i s t i n g  l a n g u a g e  w h i c h  c u r r e n t l y  
a l l o w s  m u n i c i p a l i t i e s  to e x e m p t  up to 75% of t i m b e r  p r o c e s s i n g  
p r o p e r t y  [AS 2 9 . 4 5 . 0 5 0  (j)].

C o m m e n t s

T h e  D e p a r t m e n t  s u p p o r t s  p a s s a g e  of t h i s  b i l l  w i t h  t w o
a m e n d m e n t s .  W e  r e c o m m e n d  t h a t  t h e  p e r c e n t a g e  of e x e m p t i o n  
c u r r e n t l y  a l l o w e d  u n d e r  A S  1 9 . 4 5 . 0 5 0 ( j )  (see a t t a c h e d )  b e  
c h a n g e d  f r o m  75% to 1 0 0 %  t o  b e  c o n s i s t e n t  w i t h  p a r a g r a p h  (7) of 
t h i s  b i l l .  I n  a d d i t i o n ,  we s u g g e s t  t h e  b i l l  be a m e n d e d  t o  
p r o v i d e  for a n  e x e m p t i o n  w h i c h  w o u l d  n o t  e x c e e d  f i v e  y e a r s  in 
d u r a t i o n .  T h a t  a m e n d m e n t  w o u l d  be c o m p a t i b l e  w i t h  t h e  e x e m p t i o n  
a l l o w a n c e  u n d e r  A S  2 9 . 4 5 . 0 5 0  (j).



A T T A C H M E N T

S e c t i o n  1.(7) a m e n d  b y  a d d i n g :

A n  o r d i n a n c e  a d p o t e d  u n d e r  t h i s  s u b s e c t i o n  m a y  n o t  p r o v i d e  

f o r  an e x e m p t i o n  t h a t  e x c e e d s  f i v e  y e a r s  in d u r a t i o n .

S e c t i o n  2. A S  2 9 . 4 5 . 0 5 0 ( j )  is a m e n d e d  to read:

A  m u n i c i p a l i t y  m a y  b y  o r d i n a n c e  a p p r o v e d  b y  t h e  v o t e r s  
e x e m p t  r e a l  o r  p e r s o n a l  p r o p e r t y  in a t a x i n g  u n i t  u s e d  i n  
p r o c e s s i n g  t i m b e r  a f t e r  it has b e e n  d e l i v e r e d  t o  t h e  
p r o c e s s i n g  s i t e  f r o m  up to 100 [75] p e r c e n t  of t h e  r a t e  of 
t a x e s  l e v i e d  on o t h e r  p r o p e r t y  in t h a t  t a x i n g  u n i t .  A n  
o r d i n a n c e  a d o p t e d  u n d e r  t h i s  s u b s e c t i o n  m a y  n o t  p r o v i d e  

fo r  an e x e m p t i o n  t h a t  e x c e e d s  f i v e  y e a r s  in d u r a t i o n .



105 MUNICIPAL WAY, SUITE 301 
JUNEAU, ALASKA 99801

T h e  H o n o r a b l e  J i m  D u n c a n ,  S e n a t o r

S c o t t  A. B u r g e s s ,  E x e c u t i v e  D i r e c t o r C ^  -

F e b r u a r y  2, 1 9 8 8

S B  367 - O p t i o n a l  e x e m p t i o n s  f r o m  m u n i c i p a l  t a x e s

O n  b e h a l f  o f  its 1 3 5  m u n i c i p a l  m e m b e r s ,  t h e  A l a s k a  M u n i c i p a l  L e a g u e  

s u p p o r t s  SB 367, a l l o w i n g  m u n i c i p a l i t i e s  to  e x e m p t  i n v e n t o r y  a n d  p r o p e r t y  

t a x e s  o n  c e r t a i n  n a t u r a l  r e s o u r c e s  i n d u s t r i e s .  I n  a d d i t i o n ,  I w o u l d  l i k e  

t o  o f f e r  th e  f o l l o w i n g  c o m m e n t s .

T h e  A M L ' s  s u p p o r t  is b a s e d  o n  t h e  1 9 8 8  A M L  P o l i c y  S t a t e m e n t  l a n g u a g e  

b e l o w :

P A R T  X -  E C O N O M I C  D E V E L O P M E N T ,  B. I N C E N T I V E S :

1. L o c a l  I n c e n t i v e s : T h e  L e a g u e  u r g e s  t h e  L e g i s l a t u r e  t o  a d o p t

l e g i s l a t i o n  w h i c h  w o u l d  a l l o w  l o c a l  m u n i c i p a l i t i e s  g r e a t e r  

f l e x i b i l i t y  t h r o u g h  t h e  u s e  o f  l o c a l  o p t i o n s  in. o f f e r i n g  p r o p e r t y  t a x  

i n c e n t i v e s  to  n e w  a n d  e x p a n d i n g  i n d u s t r y  a n d  b u s i n e s s .

T h e  b i l l  w o u l d  a c c o m p l i s h  t h i s  .in t h e  a r e a  of  o p t i o n a l  e x e m p t i o n s  o n  

" i n v e n t o r i e s  p r o d u c e d  f r o m  t h e  p r o c e s s i n g  o r  m a n u f a c t u r i n g  in t h e  s t a t e  o f  

a  n a t u r a l  r e s o u r c e  o r i g i n a t i n g  i n  t h e  s t a t e "  a n d  o p t i o n a l  e x e m p t i o n s  o n  

" r e a l  a n d  p e r s o n a l  p r o p e r t y  u s e d  i n  t h e  p r o c e s s i n g  o r  m a n u f a c t u r i n g  o f  

f i s h e r i e s  r e s o u r c e s " .  A  s i m i l a r  p r o v i s i o n  i s  p r o v i d e d  i n  A S  2 9 . 4 5 . 0 5 0 ( j ) , 

a l l o w i n g  a m o r e  l i m i t e d  e x e m p t i o n  f o r  t i m b e r  p r o c e s s i n g .

T h e  A M L  w o u l d  r e q u e s t  t h a t  y o u  o r  t h e  S e n a t e  C o m m u n i t y  a n d  R e g i o n a l  

A f f a i r s  C o m m i t t e e  b r o a d e n  t h e  l a n g u a g e  t o  a l l o w  m u n i c i p a l i t i e s  th e  o p t i o n  

o f  e x e m p t i n g  t a x e s  o n  a n y  b u s i n e s s  o r  i n d u s t r y .  M a n y  m u n i c i p a l i t i e s  d o  

n o t  e n j o y  t h e  w e a l t h  o f  n a t u r a l  r e s o u r c e s  a v a i l a b l e  to  J u n e a u  and, 

t h e r e f o r e ,  c a n n o t  a t t r a c t  r e s o u r c e - r e l a t e d  i n d u s t r i e s  o r  b u s i n e s s e s .  

H o w e v e r ,  o n c e  a m u n i c i p a l i t y  i d e n t i f i e s  t he t y p e  o f  i n d u s t r y  o r  b u s i n e s s  

i t  w i s h e s  to a t t r a c t  o r  s u p p o r t ,  i t  s h o u l d  h a v e  s i m i l a r  " t o o l s "  a v a i l a b l e  

s u c h  as  o f f e r i n g  t a x  i n c e n t i v e s .

A g a i n ,  t h e  A M L  s u p p o r t s  S B  3 6 7  b u t  a s k s  t h a t  i t  b e  b r o a d e n e d  t o  a l l o w  a l l  

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

l o c a l  t a x i n g  p o w e r s .  A l l o w i n g  o p t i o n a l  t ax e x e m p t i o n s  f o r  a l l  b u s i n e s s e s  

a n d  i n d u s t r i e s  w i l l  p r o v i d e  m u n i c i p a l i t i e s  a n o t h e r  o p t i o n  i n  d e v e l o p i n g  

c o m m u n i t y  d e v e l o p m e n t  s t r a t e g i e s  to  f it t h e i r  u n i q u e  c i r c u m s t a n c e s .

cc: S e n a t o r  S t u r g u l e w s k i ,  C h a i r ,  S e n a t e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  

C o m m i t t e e

TO:

F R O M :

D A T E :

S U B J E C T :

MEMBER O F  THE NATIONAL LEAGUE O F  C IT IES  AND THE NATIONAL ASSOC IAT ION OF CO U N T IES

'/



JUNEAU ECONOMIC DEVELOPMENT COUNCIL
v/ir  -  P .O  Box 2122 ’’ • ] I (P  W oMhth St. luticau. Alaska WWI2
 < - i  ■ '•_____________
MEMBERS W illum  Brock T rruu rc r P r ir r H ilJ rr CB) REPRESENTATIVES
<*rr* O  CUra\ O u irp enon  Patrick Andenoo John B S»*k Mavor Emcst E Pollr%
l>ch«trah Bain VK r Chairpenon WUIum M H ou r K m n  RitchieH £ 3 ~ 3 t e ~

M E M O R A K D U H

TO: K e v i n  R i t c h i e

FRO M :  J a m e s  M. K o h l e r  

D * T E :  N o v e m b e r  5, 19 8 7

S U BJ: A M L  P o l i c y  P r o p o s a l s

I h a v e  a t t a c h e d  a  d r a f t  o f  t w o  p r o p o s e d  a d d i t i o n s  to t h e  A M L  
P o l i c i e s  w h i c h  c o u l d  b e  i n t r o d u c e d  d u r i n g  t h e  u p c o m i n g  A M L  
C o n f e r e n c e .

T h e  f i r s t  a d d r e s s e s  t h e  n e e d  t o  c h a n g e  e x i s t i n g  s t a t e  s t a t u t e  to 
a l l o w  a l o c a l  e x e m p t i o n  f r o m  p r o p e r t y  t a x  o n  i n v e n t o r y  t h a t  is 
n e e d e d  i n  t h e  m a n u f a c t u r e  o f  p r o d u c t  w i t h i n  t h e  c o m m u n i t y .  T h i s  
is s o m e t h i n g  t h a t  M a y o r  P o l l e y  t r i e d  t o  e n a c t  l o c a l l y  but  
c o u l d n ’t b e c a u s e  o f  c o n f l i c t i n g  s t a t e  law.

T h e  s e c o n d  w o u l d  e m b e d  i n t o  A M L  p o l i c y  t h e  p r e f e r e n c e  for s t a t e  
e c o n o m i c  d e v e l o p m e n t  s u p p o r t  a t  t h e  l o c a l  a n d  r e g i o n a l  l e v e l  to 
c o m e  in t h e  f o r m  o f  f i n a n c i a l  a s s i s t a n c e  to e x e c u t e  l o c a l  a n d  
r e g i o n a l  p l a n s  —  n o t  to h a v e  t h e m  c r e a t e d  a t  t h e  s t a t e  l e v e l  
a n d  p a s s e d  d o w n .  T h e  s p e c i f i c  r e s o l u t i o n  s u p p o r t i n g  t h e  
r e g i o n a l  e n t i t y  f u n d i n g  b y  t h e  D e p a r t m e n t  o f  C o m m e r c e  and 
E c o n o m i c  D e v e l o p m e n t ,  e n a c t e d  b y  t h e  A s s e m b l y  on N o v e m b e r  2, is 
o n e  e x a m p l e  of t h i s  t y p e  o f  p r o g r a m  o r  l e g i s l a t i o n .

I w i l l  b e  h a p p y  t o  r e v i e w  t h e s e  p r o p o s e d  p o l i c y  i n s e r t i o n s  w i t h  
y o u  a n d  t h e  J u n e a u  d e l e g a t i o n  a t  y o u r  c o n v e n i e n c e .
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Patrick Andcnon 
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Mator Krncit E Pollev 
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D R A F T
P R O P O S E D  P O L I C Y  S T A T E M E N T S  

A M L  C O N F E R E N C E  
N O V E M B E R  1 1 - 1 3 ,  19 8 7

P A R T  I: T A X A T I O N  A N D  F I N A N C E

D. L O C A L  T A X E S

6. L o c a l  T a x e s :  T h e  L e a g u e  e n d o r s e s  l e g i s l a t i o n  t h a t  w o u l d
a m e n d  A S  2 9 . 4 5 . 0 5 0 ( j ), p e r m i t t i n g  a  l o c a l  o p t i o n  e x e m p t i o n  f r o m  
p r o p e r t y  t a x e s  f o r  i n v e n t o r y  u s e d  i n  t h e  i n - s t a t e  m a n u f a c t u r e  o f  

p r o d u c t i O e E i O t p  y2£Se=A/2.cSJL _

P A R T  X: E C O N O M I C  D E V E L O P M E N T

B. I N C E N T I V E S

2. T h e  L e a g u e  u r g e s  s t a t e  p r o g r a m s  b e  i m p l e m e n t e d  a n d / o r  
l e g i s l a t i o n  b e  e n a c t e d  t h a t  e n c o u r a g e s ,  t h r o u g h  d i r e c t  f i n a n c i a l  
a s s i s t a n c e ,  e c o n o m i c  d e v e l o p m e n t  e f f o r t s  t o  b e  d e v e l o p e d  a n d  
i m p l e m e n t e d  a t  the l o c a l  a n d  r e g i o n a l  l e v e l s .
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Original sponsor: Duncan

BY THE C OMMUNITY AND REGIONAL 
IN THE SENATE AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 367 (C&RA)

IN THE LEGISLATURE OF THE STATE OF A LAS KA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A  BILL

For an Act entitled: "An Act relating to optional exemptions from m u n i c­

ipal taxes."

BE IT ENACTE D B Y  THE LEGISLATURE OF THE STATE OF ALASKA:

* S e ction 1. AS 29.45.050(b) is amended to read:

(b) A  municipality may by ordinance

( 1 ) classify boats and vessels for the purposes of taxation 

a n d  m a y  e stablish the assessed v a l u ation of boats and vessels on the 

basis of their registered or certificated net tonnage;

(2 ) classify and exempt from taxation

(A) the property of an organization not organized for 

business or profit-making purposes and used exclusively for 

community purposes if the income derived f rom rental of that 

p r o p e r t y  does not exceed the actual cost to the owner of the use 

b y  the renter;

(B) historic sites, buildings, and monuments;

(C) land of a nonprofit organization use d for a g r i c u l­

tural purposes if rights to subdivide the land are co nveyed to 

the state and the conveyance includes a covenant restricting use ̂ r‘

of the land to agricultural purposes only; rights conveyed to the 

state under this subparagraph m a y  be conveyed by the state only 

in accordance w i t h  AS 38.05.069(c);

(3) exempt personal proper ty from taxation;

(4) exempt business inventories from taxation;

(5) classify as to type and exempt or pa rtially exempt any 

SB0367b -1- CSSB 3 6 7 (C&RA)

" " •‘flM iTtPF COPY



;y I
* I

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

26

26

2>

*I V i ' •
*-v'; v •*

••■V.vr

or all types of motor vehicles from taxation^

(6) classify as to type and exempt or partially exempt any 

or all inventories produced from the processing or manufacturing in 

the state of a natural resource originating in the state;

(7) exempt, for a period not to exceed five years, personal 

property used in the processing of fisheries resources from up to 100 

percent of the rate of taxes levied on other property; for purposes of 

this paragraph “fisheries resources” includes all aquatic plants and 

animals.



Introduced: 1/25/88
Referred: Community and Regional

Affairs and Finance

5-1663A

IN THE SENATE BY DUNCAN

SENATE BILL NO. 367 

IN THE LEGISLATURE OF THE STATE OF A LASKA  

FIFTEENTH LEGISLATURE  - SECOND SESSION

A  BILL

For an Act entitled: "An Act relating to optional exemptions from m u n i c­

ipal taxes."

BE IT ENACTED B Y  THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.45.050(b) is amended to read:

(b) A  munici p a l i t y  m a y  by ordinance

( 1 ) classify boats and vessels for the purposes of taxation 

and m a y  establish the assessed valua t i o n  of boats and vessels on the 

basis of their registe red or certificated net tonnage;

(2 ) classify and exempt from taxation

(A) the property of a n  organization not organized for 

business or profit-making purposes and u s e d  exclusively for 

community purposes if the income derived from rental of that

property does not exct i the actual cost to the owner of the use

b y  the renter;

(B) historic sites, buildings, and monuments;

(C) land of a nonprofit organization  u s e d  for a g r i c u l­

tural purposes if rights to subdivide the land are conveyed to 

the state and the conveyance includes a covenant restricting use 

of the land to agricultural purposes only; rights conveyed to the 

state under this subparagraph m a y  be conveyed by the state only 

in accordance w i t h  AS 38.05.069(c);

(3) exempt personal proper ty f r o m  taxation;

(4) exempt business inventories from taxation;

(5) classify as to type an d exempt or partially exempt any
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c r  a l l  t y p e s  o f  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 ^

(6) c l a s s ! £ y  as to t y p e  a n d  excropf; o r  p a r t i a l l y  exempt a n y  

o r a l l  i n v e n t c r i e s  p r o d u c e d  f r o m  t h e  p r o c e s s i n g  o r  m a n u f acturiaft In 

t h e  s t a t e  o f  & n a t u r a l  r e s o u r c e o r i g i n a t i n g  j.n th e  s t a te?

(7) _ e x e m p t  r e a l  o r  p e r s o n a l  p r o p e r t y  u s e d  in  t h e  p r o c e s s i n g

o r  g a r m f a c t u r i n g  o f _ f i s h e r lea r e s o u r c e s  f ro m  u p  t o  1 00 p e r c e n t  o f  th e  

r a te o f  ta:-:e a lev i e d c n  o t h e r  p r o p e r t y ; f o r  p u r p o s es o f  t h i s  p a r a g r a p h  

“f i s h e r i e s  r e s o u r c e s "  i n c l u d e s a l l  a q ttstic p l a n t s  a n d  a n i m a l s.
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