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FISCAL NOTE
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Title : "An Act exempting low-income
housing from municipal ta x a t io n ."  Sponsor: Senate CSRA Committee
Requestor: Senate C&RA C om ittee

Agency Affected: Department o f  Education 
BRU : K-12 Support___________________
Components : F o u n d a t i o n  P r o g r a m ____________

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 88 FY 89 FY 90 FY91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

- 0 - - 0 - - 0 - 355.4 373.2 3 y i .y
TOTAL OPERATING - 0 - - 0 - - 0 - 355.4 373.2 391 .9

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND - 0 - - 0 - - 0 - 355.4 373.2 391 .9
FEDERAL FUNDS
CITHER
TOTAL - 0 - - 0 - - 0 - 355.4 373.2 391.9
POSITIONS: .

FULL-TIME - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)
I t  i s  estimated the p roperty tax  exemptions requ ired  under SB 500 would 
reduce the F u l l Value Determ ination statew ide by $88 ,841 ,750 . At the fo u r 
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NOME 3,876 Apply average per capita difference $34,725

PELICAN 273 Apply average per capita difference $2,446

ST. MARY'S 458 Apply average per capita difference $4,103

SAND POINT 890 Apply average per capita difference $7,974

SKA6HAY 712 Apply average per capita difference $6,379

TANANA 418 Apply average per capita difference $3,745

UNALASKA 1,331 Apply average per capita difference $11,924

YAKUTAT 456 Apply average per capita difference $4,085

$355,367



ATTACHMENT TO FISCAL NOTE ~  SENATE BILL 500

REAL PROPERTY ONLY 

FULL VALUE 

DETERMINATION 

INCLUDIN6

REAL PROPERTY ONLY 

FULL VALUE 

DETERMINATION 

OBLIGATION EXCLUDING
cnQ

OBLIGATION
rnn

MUNICIPALITY POPULATION ASBA OR NRHA

rUn — — — —

EDUCATION ASBA OR NRHA

run

EDUCATION DIFFERENCE

ANCHORAGE -- - • 248,263 111,768,570,BOO $47,074,283 $11,761,689,000 $47,046,756 $27,527

BRISTOL BAY BOROUGH 1,326 $63,258,700. $253,035 $62,558,860 $250,235 $2,799

FAIRBANKS NORTH STAR BORO 75,079 Apply average per capita difference $10,167

HAINES B0R0U6H 1,991 $79,043,000 $316,172 $77,954,360 $311,817 $4,355

CIS OF JUNEAU 29,370 Apply average per capita difference $3,977

KENAI PENINSULA BOROUGH ♦3,612 $3,012,330,700 $12,049,323 $3,011,145,500 $12,044,582 $4,741

KETCHIKAN GATEWAY BDR0U6H 12,982 $663,563,300 $2,654,253 $6o2,330,300 $2,649,321 $4,932

KODIAK ISLAND BOROUGH 14,127 $398,049,400 $1,592,19R $394,589,032 $1,578,356 $13,841

MATANUSKA-SUSITNA BOROUGH 44,280 Apply average per capita difference $5,997

NORTH SLOPE BOROUGH 8,308 $187,163,100 $743,652 $157,163,100
,r,r

$628,652 $120,000

NORTHWEST ARCTIC BQRP'IGH 6,696 $163,045,800 $652,183 $160,017,470 $640,070 $89,500

CIB OF SIfKA 8,160 Apply average per capita difference $1,105

DILLINGHAM 2,153 $79,064,200 $316,257 $77,120,200 $300,4B1 $7,776

GALENA 998 Apply average per capita difference $8,941

HOONAH 906 $14,472,000 $57,888 $11,672,640 $46,691 $11,19?

HYDABURG 475 $6,854,600 $27,418 $5,493,BOO $21,975 $5,443

KINS COVE 713 Apply average per capita difference $6,388

KLAHOCK 760 $8,199,200 $32,797 $5,749,760 $22,999 $9,798



R E Q U E S T : ___________  _________

STATE OF ALASKA
1988 LEG IS LA T IV E  SESSION

BILL VERSION : C S S B  50 0

PUBLISH DATE: _________ _
FISCAL NOTE

Revision D ate :___________________________________
T it le : _ " A n  a c t . ■e x e m p t i o n s . . l o w - i n c o m e  

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

Sponsor: C & R A  C o m m i t t e e  

Requestor: _______________________________________

Agency Affected: C o m m u n i t y  s R e g i o n a l  A f f a i r s  

B R U :  _

Components :.

E X PE N D IT U R ES /R EV EN U ES : (Thousands ofDoUars)
OPERATING FY  88 FY  89 FY  90 FY  91 FY  92 FY  93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

CAPITAL

REVENUE

FU N D IN G : (Thousands o f Dollars)
GENERALFUND 
FEDERAL FUNDS 
CITHER 
TOTAL

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

'-U- - 0 - - 0 - - 0 - - 0 - - 0 -

P O S IT IO N S :
FULL-TIME - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
PART-TIME
TEMPORARY

ANALYS IS  : (Attach a separate page i f  necessary)

PreparedKy • J i m  ^ 3 ^  D e p u t y  D i r e c t o r ____________________  Phnn. ■ 4 6 5 ~ 4 7 5 0

D ivision : M u n ic ip a l & R e g i o n a l  A s s i s t a n c e ___________________  nnt<, . 4 / 1 9 / 8 8

Approved by Commissioner: ~ <■- Date : ± Ja 2. A ?
Agency: C o m m u n i t y  s ^ e a io n a X  A f f a i r s ________________\ ______

Distribution (byp reparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget
Impacted Agency(ies) P38e --------- o f



R E Q U E S T :__________________________

STATE OF ALASKA
1988 LEG ISLA T IV E  SESSION

BILL VERSION : CSSK 5 0 0 ( F i n )
PUBLISH DATE: __________________

FISCAL NOTE
Revision D a le :___________________________________
Title: . .exempting c e r t a in  i n t e r e s t s
f r o m  m u n i c i p a l  t a x a t i o n . _________________

Sponsor: Community & R e g io n a l A f f a i r s
Requestor: f jp n a rp  F in a n c e ______________________

Agency Affected: EdllcaLirm

B R U :  K - 1 2  S u o n o r t

Components : F o u n d a t i o n  P r o g r a m

EXPENDITURES/REVENUES: (Thousands o f Dollars)
O P E R A T I N G F Y  88 F Y  89 F Y  90 F Y  91 F Y  92 F Y  93

P E R S O N A L  SERVICES

T R A V E L

C O N T R A C T U A L

SUPPLIES

EQUIPMENT

L A N D  A  S T R U C T U R E S
GRANTS, C L A I M S
MISCELLANEOUS

T O T A L  O P E R A T I N G 0 0 0 0 0

CAPITAL |

REVENUE |

FU N D IN G : (Thousands o f Dollars)
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Alaska !s>tate legislature
ARLISS STURGULEWSKI. Chairman 
TIM KELLY, Vice Chairman 
RICK HALFORD 
M IK E S Z YM A N S K I 
FR E D Z H A R O FF

S e n a t e

C o m m u m t p  anb  R e g io n a l  Affairs Committee

A p r i l  11, 1 9 8 8  

TO:

FROM:

RE:

S B  5 0 0  is i n  t he S e n a t e  F i n a n c e  c o m m i t t e e .  I w o u l d  a p p r e c i a t e  it 

if  y o u  c o u l d  s c h e d u l e  it f o r  a  h e a r i n g  as  s o o n  as p o s s i b l e .  I 

h a v e  t r i e d  to e x p l a i n  t h e  n e e d  f o r  t h e  b i l l  in t h e  r e m a i n d e r  o f  

t h i s  m e m o  a n d  I h a v e  a t t a c h e d  b a c k u p  m a t e r i a l  f o r  y o u r  

i n f o r m a t i o n .

B o t h  the A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  a n d  N a t i v e  R e g i o n a l  

H o u s i n g  A u t h o r i t i e s  r e c e i v e  f e d e r a l  f u n d s  f o r  t h e  p r o v i s i o n  o f  

l o w - i n c o m e  h o u s i n g .  B o t h  o f  t h e s e  p r o g r a m s  t r a n s f e r  o w n e r s h i p  to 

the r e s i d e n t s  i f  t h e y  l i v e  i n  t h e  h o u s e  f o r  a  d e s i g n a t  n u m b e r  

o f  y e a r s  ( u s u a l l y  25), p a y  a m o n t h l y  s u m  d e t e r m i n e d  b y  t h e i r  

in c o m e ,  a n d  a b i d e  b y  t he o t h e r  t e r m s  o f  t h e  p r o g r a m .

W h i l e  l i v i n g  in  s u c h  h o u s i n g ,  r e s i d e n t s  g r a d u a l l y  a c q u i r e  a 

p o s s e s s o r y  i n t e r e s t  i n  t h e  u n i t .  F e d e r a l  l a w  s t a t e s  t h a t  if t h i s  

p o s s e s s o r y  i n t e r e s t  is t a x e d  b y  the m u n i c i p a l i t y  t h e  f e d e r a l  

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

s i g n e d  a g r e e m e n t s  w i t h  R e g i o n a l  H o u s i n g  A u t h o r i t i e s  e x e m p t i n g  

t h e s e  i n t e r e s t s  f r o m  t a x a t i o n .

A  d r a f t  A G ' s  o p i n i o n  h a s  b e e n  p r e p a r e d  w h i c h  s a y s  t h a t  w i t h o u t  a 

s p e c i f i c  s t a t u t o r y  e x e m p t i o n ,  m u n i c i p a l i t i e s  m u s t  t a x  t h i s  

i n t e r e s t .  T h e  p r o p o s e d  C S , w h i c h  is a t t a c h e d ,  p r o v i d e s  a n  

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

w i l l  a l l o w  the c o n t i n u a t i o n  o f  f e d e r a l  f u n d i n g  f o r  l o w - i n c o m e  

h o u s i n g  i n  A l a s k a n  m u n i c i p a l i t i e s .

S e n a t o r  H a l f o r d

C o - C h a i r ,  F i n a n c e  C o m m i t t e e

S e n a t o r  S t u r g u l e w s k i ^ ^

C h a i r ,  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

SB 5 0 0  - " A n  A c t  e x e m p t i n g  c e r t a i n  i n t e r e s t s  i n  l o w  

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

p o  box v
JUNEAU. ALASKA 99811 

(907) 465 4989

T h e  D e p a r t m e n t s  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 n d  E d u c a t i o n  

w i l l  d e l i v e r  z e r o  f i s c a l  n o t e s  to y o u r  c o m m i t t e e  b a s e d  o n  the 

p r o p o s e d  F i n a n c e  CS. T h a n k  y o u  f o r  y o u r  a s s i s t a n c e .



DEPT. OF COMMUNITY A  REGIONAL AFFAIRS

OFFICE OF THE COMMISSIONER

/

/
A p r i l  15, 1988

STEVE COWPER, G O V E R N O R

P.O. BOX B
JUNEAU. ALASKA 09811-2100 
PHONE: (907) 4614700
940 E. 38TH AVENUE. SUITE 400 
ANCHORAGE, ALASKA 99S08-4302
PHONE: (907) 563-1073

P O S I TION PAPER

RE: CSSB 500: "An Act allowing exemptions for certain
interests in low-income housing from municipal taxation; 
and pro viding for an eff ective date."

SPONSOR: C o m m u n i t y  & R e g ion al Affairs Committee

P rogram Effects of Bill

The bill would a l l o w  the exem ption of the p r i v a t e l y  held 
p r o p e r t y  interests in A l a s k a  State Building A u t h o r i t y  (ASBA) and 
R e g i o n a l  N a t i v e  H o u sing A u t h o r i t y  (R N H A ) from municipal propeirty 
taxes.

The c o m m i t t e e  s u b s t i t u t e  (CS) for SB 500 resolves the concern 
with the original bill regarding fiscal impact to the State. By 
making the exemption optional rather than mandatory, the Full 
V a l u e  D e t e r m i n a t i o n s  for affected m u n i c ipa lities will not be 
altered. As a result, the CS has elimi nated any obligation of 
the D e p a r t m e n t  of Educa t i o n  to provide additional education 
f o u n d a t i o n  funding to m a k e  up for decre a s e d  local contributions.

D epartm e n t a l  Positi on

Support passage.

Comments

In a draft legal opinion dated January 21, 1988, the Department  
of L a w  took the p o s i t i o n  that the p r i v ately held interests in 
RNHA p r o p e r t y  are c u r r e ntjy taxable by munici palities under 
A laska law. A l t h o u g h  m u n i c i p a l i t i e s  do not levy against those 
p r o perty interests at this time, it is certain they will begin 
doing so under that draft opinion. In the event CSSB 500 does 
not become law, and m u n i c i p a l i t i e s  do begin to levy prope rty 
taxes against those interests, the draft opinion stated further 
that the p o s s i b i l i t y  exists that, under federal law, HUD would 
be required to w i t h d r a w  funding for the RNHA projects.

21-P1LH



CSSB. 500 
A p r i l  15, 1988 
Page T w o

The d e p a r t m e n t  does not believe a tax should be levied against 
the low income occupants of RNHA or ASBA housing. Coupled with 
that belief, we are very c o n c erned about the p ossibility that 
Al a s k a  could lose federal funding for RHNA p rojects across the 
State. T h e  CS for this bill would resolve those problems if it 
became law. The department is in full support of its passage.

Acting  Deputy Commissioner



Municipality
of

Anchorage

P .O .  B O X  1 9 6 6 5 0
A N C H O R A G E ,  A L A S K A  9 9 5 1 9 - 6 6 5 0  
( 9 0 7 )  2 6 4 - 4 3 1 1

Jo«  Evin«
1127 West 7lh Avenue. Anchofef le . Al»sk* 99501 (Work) 

4741 Soulhp»rk Bluff Drive. Anchor«9«. Alaska 99516 (Home) 
Work (907) 263-7251: Home (907) 345-36W

April 18, 1988

Dear A s s em bly Members:

Re: S E N A T E  BILL 500. "AN A C T  E X E M P T I N G  C E R T A I N  I N T E R E S T S  IN
LOW-INCO ME H O U S ING F R O M  M U N I C I P A L  T A X A T I O N . "

On Tuesday, April 19, 1988, I intend to i n t r o d u c e  a
r esolution for Assembl y a c t i o n  s u p p o r t i n g  p a ss age of S e n a t e  Bill 
500. I w o u l d  request your s u p p o r t  of this resolution.

A  c o p y  of Senate Bill 500 is attached. In addition, I ha ve 
attac h e d  a c o p y  of a s tatement p r e p a r e d  in support o f  S e n a t e  Bill 
500 and a c o p y  of the t e s t i m o n y  of J o s e p h  G. Wilson, who 
t e s t i f i e d  on behalf of t h e  A s s o c i a t i o n  of A l a s k a  H o u s i n g  
Authorities. These material s e x p l a i n  the reason for S e n a t e  Bill 
500. I believe they a l s o  p r o v i d e  j u s t i f i c a t i o n  for the 
resol u t i o n  t h a t  I will introduce.

If you h a v e  any q u e s t i o n s  ab out m y  p r o p o s e d  resolution, 
p l e a s e  t a l k  to m e  at your s o o n e s t  p o s s i b l e  convenience. I would 
h o p e  that w e  could have u n a n i m o u s  s u p p o r t  of this resolution. 
T h a n k  you.

Sincerely,

a\all.ltr/pj

M U N I C I P A L  ASSEMBLY, 
S e a t  6-J

J o e  Evans

cc: S e n a t o r  A r liss Sturgulewski
S e n a t o r  T i m  Kelly 
S e n a t o r  R i c k  Halford 
S e n a t o r  F r e d  F. Zharoff 
S e n a t o r  M i k e  Syzmanski

w / c c  of proposed R e s o l u t i o n



S u b m itted by: Joe Evans
Prepare d by: Joe Evans
For Reading: A p r i l  19, 1988

Anchorage, A laska  
A R  No. 88-___________

A R E S O L U T I O N  OF T H E  A N C H O R A G E  M U N I C I P A L  A S S E M B L Y  S U P P O R T I N G
S ENATE BIL L NO. 500 EXEM PTING CERTAIN INTERESTS IN 

L OW-I NCOME H O U S I N G  FROM M U N I C I P A L  T A X A T I O N

WHEREAS, S e nate Bill No. 500 was int ro d u c e d  on A p r i l  7, 1988 

by the Senate C o m m u n i t y  and Regional A f fairs Committee;

WHEREAS, this Bill provide s for the e x e m p t i o n  of c e r t a i n  

i n t e rests in l o w - i n c o m e  h o u s i n g  from m u n i c i p a l  taxation;

WHEREAS, the p a s t  p r a c t i c e  of the D e p a r t m e n t  of C o m m unity 

and Regional  A f f a i r s  has to date not o r d e r e d  m u n i c i p a l i t i e s  to 

levy taxes u p o n  R e g i o n a l  N a ti ve Hous ing A u t h o r i t i e s  d u e  in part 

to a 1985 A t t o r n e y  G e n e r a l ' s  o p inion c o n c l u d i n g  that such 

t a x a t i o n  w o u l d  be c o n t r a r y  to the intent of the R N H A  ena cting 

statute;

WHEREAS, the D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  A f fairs 

has r ecen t l y  s o u g h t  a s econd opinion on the t a x a t i o n  of 

o c c u p a n t ' s  int erests a n d  that opinion states th at an occupants' 

in t er est is t a x a b l e  and  munici p a l i t i e s  h a v e  no autho r i t y  to 

e xempt suc h interests in the R N H A  property;

WHEREAS, the D e p a r t m e n t  of Community and R e g i o n a l  A f f ai rs 

w i l l  n o w  r e q u i r e  m u n i c i p a l i t i e s  to assess t a x e s  a g ainst  

pa r t i c i p a n t s  j.n t he l o w - i n c o m e  owne rship o p p o r t u n i t y  programs;

WHEREAS, the r e s u l t s  of such a r e q u i r e m e n t  would be 

di sastrous,  b e c a u s e  it w o u l d  impose an u n e x p e c t e d  t a x  b urden upon 

p r o j e c t  residents and w o u l d  cause the b a n k r u p t c y  of every RNHA



c u r r e n t l y  a d m inisteri ng this projects;

WHEREAS, the U n i t e d  S t a t e s  Department  of H o u s i n g  and Urban 

D e v e l o p m e n t  will i mmedia tely w i t h d r a w  its funds *rom any project  

t h a t  is taxed, because federal law mandates that H U D  cannot fund 

a n y  p r o j e c t  unless that p r o j e c t  is exempt from "all real or 

p e r s o n a l  p r o per ty taxes";

NOW, T H E R E FORE BE IT RESOLVED;

S e ction l . T he A n c h o r a g e  Municipal A s s e m b l y  stro ngly 

s u p ports the passage of S e n a t e  Bill 500 as p r e s ently  drafted.

S e cti on 2 . The A n c h o r a g e  M u n i c i p a l  A s s e m b l y  w o u l d  request  

an e f f e c t i v e  date on this l e g i s l a t i o n  of J a n u a r y  1, 1989.

P ASSED AND A P P R O V E D  b y  t h e  A n c h o r a g e  A s s e m b l y  this ______  day

o f _________________________________ , 1988.

C h a i r m a n

ATTEST:

M u n i c i p a l  Clerk

a\bill500.res /pj



April 12, 1988

The Honorab le Arliss Sturgulewski 
A l a s k a  State Senate 
P.O. Box V
Juneau, Alaska 99811

Re: O utst anding Debt Financed by HUD
in H o m e own ership Programs (SB500)

Dear Senator Sturgulewski*

The Alaska State Building Authority has p articipated in the 
devel o p m e n t  and construction of several homeownership  pro grams in 
rural Alaska. There remains con sid e r a b l e  outstanding debt c o n­
cerning two of these programs, Bethel and Nome. The debt is paid 
through  annual contributions under contractual arrang e m e n t  with 
the U.S. Department of Housing and Urban Development.

The r e m a i n i n g  amount expected to be paid with federal funding for 
the Nome p r ogra m is $2,041,986. The remaining amount expected to 
be paid with federal funding at the current level for the Bethel 
p r o g r a m  ia $5,642,661.

We have been informed by the U.S. Department of Hous ing and Urban 
Developm ent that, if the property is not exempt from local t a x a­
tion of posses s o r y  interests, HUD will be precluded from making  
the annual contributions necessary to retire these debts of the 
Authority. We, therefore, urge passag e of SB500.

Sincerely,

A L A S K A  STATE BUILDING AUTHORITY

Barbara M o r s e - Q u i n n 
E x e c u t i v e  Director

BMQ/laj

t u i u  s t a t i  a w t o w a  a u t h o r i t y U i  w  i n t i a n a i i o m a i  awmom i k b .
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STATEMENT RE SB 500

M y  name is Joseph G. Wilson, and I am testifying today 

o n  b e h a l f  o f  the A s s o c i a t i o n  of A l a s k a  H o u s i n g  Authorities. 

That A s s o c i a t i o n  represen ts 14 r e g i o n a l  Native housing  

a u t h o r i t i e s  w h i c h  together own and o p erate a p p r o x i m a t e l y 

4,700 low income h o using  units t h r o u g h o u t  the State of 

Alaska. I wanted, at the outset, to thank both houses for 

h o l d i n g  a h e a r i n g  on SB 500 so promptly. This action shows 

that your c o m m i t t e e s  r e c o gni ze the g r a v i t y  of the situation 

that has d e v e l o p e d  over the past few w e e k s , and is very 

encouraging.

T h e  p u r p o s e  of SB 500 is to a v e r t  a crisis in low 

i ncome h o u s i n g  in A laska that has b e e n  c aus ed by the 

a p p a r e n t  c han ge in the A t t o r n e y  G e n e r a l ' s  p o s ition on 

w h e t h e r  m u n i c i p a l i t i e s  are r e q u i r e d  to tax individual  

interests in low income housing projects. The purpose of 

this bill is to preserve the status quo by conti n u i n g  the 

e x i s t i n g  e x e m p t i o n  for those interests. W i t h o u t  the bill,



the U.S. D e p a r t m e n t  of H o using and U r b a n  D e v e l o p m e n t  will 

not m a k e  any a d d i t i o n a l  funds a v a i laLle for low income 

h o u s i n g  p r o j e c t s  in the state, and will ce ase funding of 

e x i s t i n g  projects.

A l l  of the A s s o c i a t i o n ' s  l ow income housing projects 

are funded by HUD. Congress has required, as a condition of 

HUD funding of the c o n s t r u c t i o n  or o p e r a tion of these 

projects, that the p r o j e c t  be e xempt from mu nicipal real and 

p e r s o n a l  taxation. As a further c o n d i t i o n  of that funding, 

h o u s i n g  a uthorities  are r e q u i r e d  to execute a so-called 

C o o p e r a t i o n  A g r e e m e n t  w i t h  the city  involved, in which  the 

city agrees, and I quote, that it "will not levy or impose 

an y  real or p e r sona l p r o p e r t y  taxes o r  special assessment 

upon such p r o j e c t  or u p o n  the a u t h o r i t y  with respect 

t h e r e t o ."

U n t i l  now, these r e q u i r e m e n t s  have not p r e s e nted a 

problem. U n q u e st ionably, h o using  aut hor i t i e s  themselves are 

exempt  from m u n i c i p a l  proper ty taxation. And, up until now, 

the i n t e r e s t  of individua l o c c u p a n t s  of these homes has also 

been exempt. This is because, in 1985, A s s i s t a n t  Attorney 

G e n e r a l  John Rubini con cluded that individual interests were
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ex e m p t  from taxation. Rubini said that becaus e the whole 

p u rpo se of the legislature' s crea t i o n  of regional housing 

au t h o r i t i e s  was to receive H U D  financing, that it wouldn't 

m a k e  a n y  sense to interpre t those statutes in a way that 

would p r e v e n t  those authorities from rece iving federal 

g r a n t s .

As a result, u ntil now, no m u n i c i p a l i t y  has ever levied
A*

a tax on w h a t e v e r  p r o p e r t y  interests individual residents 

m i g h t  h a v e  in a low income h o using  project. Th at doesn't 

m e a n  t h a t  m u n i c i p a l i t i e s  aren't r e c e iving d i r e c t  revenues 

from these projects. U n d e r  federal law, m u n i c i p a l i t i e s  

receive p a y m e n t  in lieu of taxes equal to 10% of the total 

m o n t h l y  p a y ments that the h o u s i n g  a u t h o r i t y  receives for 

each l o w  income project.

Now, however, the a t t orney g e neral has issued a draft 

o p i n i o n  s aying that individual interests are taxable. HUD 

has m a d e  it cle ar to us that if this r e v ersal becomes the 

law, and m u n i c i p a l i t i e s  are forced to begin taxing 

i ndividual interests, that low income h o u s i n g  funding in the 

state w i l l  cease. T h a t  means no t only will there be no
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funds for any new low income housing; it also means that no 

funds w i l l  be available to m a i n t a i n  e x i s t i n g  units.

By "individual interests," I m e a n  that, under federal 

law, p eople  who  reside in low income units have a p o r t i o n  of 

their m o n t h l y  p a yment set aside in w h a t  is e s s e n t i a l l y  a 

savings account. Eventually, that savings account m a y  be 

used to p u r chase the home from the authority, and ov er time
4s

that a c c o u n t  m a y  grow to several thousand dollars. It is 

this savings account w h i c h  the a t t orney general n o w  says 

m u s t  be taxed. Of course, e v e r yone recognizes that if the 

savings a c c o u n t  w e r e  ever withdrawn, or if the home were 

ever purchased, that it w o u l d  be fully taxable. W h a t  is at 

issue here is w h e ther a tax should n o w  be levied on that 

savings a c c o u n t  while it remains in the c u s t o d y  and contr ol 

of the h o u s i n g  authority.

The fiscal e f fe ct on the State  of A l a s k a  from this 

l e g i s l a t i o n  is zero. In fact, the fiscal e ffect on the 

m u n i c i p a l i t i e s  is zero, since no city c u r r e n t l y  taxes these 

indivi d u a l  interests. The economic and social cons equences  

of not e n a cting this legislation, however, are severe. A 

number of regional housing author i t i e s  in the state are
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c o n s i d e r i n g  new l ow income projects this year. My own

h o u s i n g  authority has a p r o p o s a l  to c o nvert 25 foreclosed, 

urban area homes into HUD f inanced low income units. This 

pr o po sal will not o n l y  p r o vide c r i t i c a l l y  needed low income 

h o u s i n g  in a time of e c o nomic distress; it will also take 

about 25 h o u sing units out of a glutted housing market.

U nfortunately, the te ndency of the attorney general's 

o p inion has clouded the future of this project, as I am sure
4

it has other projects in the state.

Let me say, in closing, that we are sorry to have to

come to you so late in the session; however, this

devel o p m e n t  is a v e r y  recent one, and we should be thankful, 

at least, that it arose w h i l e  the legislature was stil. here 

to deal w i t h  it. W e  a p p r e c i a t e  the speed w ith which you 

have taken on this issue, and hope this legislation can be 

enacted as soon as possible.
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S t a t e m e n t  in S u p port of S enate Bill 500 
"An Act e x e m ptin g c e r t a i n  interests in 

low-in come h o usin g from m u n i cipa l taxation; 
and p r o v i d i n g  for an effec t i v e  date."

This p r o p o s e d  amend m e n t  to AS 29.45.030(a), g o v e r n i n g  
m u n i c i p a l  t ax exemptions, states that interests in federally 
funded l o w - i n c o m e  h o u s i n g  p r o j e c t s  are exempt from general 
taxation, so long as the p r o jects are owned or m a n a g e d  by 
Regiona l N a t i v e  H o u s i n g  Authorities.

T he need for the l eg islation arises as follows. In 1971, 
the leg isl a t u r e  a u t h o r i z e d  the formation of 15 Regional Native 
H o u s i n g  A u t h o r i t i e s  (RNHA's) to build, administer, and own 
p u b l i c  housing. Unquestionably, R N H A  p r o p e r t y  is exem pted from 
m u n i c i p a l  t a x a t i o n  by s t a t u t e . 1 However, the question of 
t a x a t i o n  has a r isen in c o n n e c t i o n  w i t h  certain h o m e -own ership  
incentive progra ms d e s i g n e d  and funded by the Depar tment of 
H o u s i n g  and U r b a n  Develo p m e n t  (HUD) and administered by R N H A s . 
This a m e n d m e n t  is desi gned to p r e v e n t  the o ccupants of such low- 
income o w n e r s h i p  o p p o r t u n i t y  p r o j ects from being taxed  prior to 
the time that they receive actual c o n v e y a n c e  of the homes.

U n d e r  these programs, an occupa nt of a "Mutual Help" or 
"Turnkey III" R N H A  proj ect executes a lease agre ement with a 
p u r c h a s e  option. O v e r  a p eriod of years, if the occupant 
compl i e s  w i t h  the agreement, m aking m o n t h l y  inc ome-based payments 
and m a i n t a i n i n g  the home, the cost of exercising the purchase 
option s t e a d i l y  decreases. Generally, the p rojects are designed 
to e nab le e l i gib le p a r t i c i p a n t s  to p u r c h a s e  the homes no later 
than 25 y e a r s  from c o n s t r u c t i o n  or a c q u i s i t i o n  of the project. 
Until the o c c u p a n t  s u c c e s s f u l l y  e x e r cis es the p u r c h a s e  option, 
the R N H A  retains legal title to or legal control of the home. 
T h e s e  h o m e o w n e r s h i p  o p p o r t u n i t y  progr a m s  are limited to low-

1 AS 18.55.996(b), AS 18.55.250.
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income participants, p u r suant  to HUD r egulations and RNHA 
guidelines.

A l t h o u g h  they are exempt from m u n i c i p a l  taxation, R N H A 's pay 
p r o p e r t y  tax equivalents, which, in a c c o r d a n c e  with federal law, 
are c a l c u l a t e d  at 10 per cent of the m o n t h l y  p ayments m a d e  by 
p r o j e c t  r e s i d e n t s . 2

Apparently, for several y ea rs the  Department of Community 
and R e g ional Affairs has t a k e n  t h e  p o s iti on that while the PNHA 
— the legal o wner of these home s —  is exempt from taxation, the 
l o w - i n c o m e  occupants m a y  n e v e r t h e l e s s  be taxed by v irtue  of 
t h e i r  p o s s e s s o r y  interest. Up til now, the Department has not 
o r d e r e d  m u n i c i p a l i t i e s  to levy taxes upon R N H A  p r oject occupants, 
due in p a r t  to a 1985 A t t o r n e y  G e n e r a l ' s  opinion conc lu d i n g  that 
ta x a t i o n  w o u l d  be c o n tr ary to the intent of the R N H A  enacting 
s t a t u t e . 3 However, the Dep ar t m e n t  recent ly asked for a second 
A t t o r n e y  G e n e r a l ' s  opinion r e g a r d i n g  the t axability of occupants' 
interests. The draft v e r s i o n  of t h a t  opin ion states that an 
o c c u p a n t ' s  interest is taxable, c o m p a r i n g  the occ upa n t ' s  
i n t e r e s t  to that of a mortgagor. Further, the d r a f t  opinion 
c o n c l u d e s  that m u n i c i p a l i t i e s  have no aut ho r i t y  to exempt 
occupants' interests in R N H A  p r o p e r t y  absent s pecific statutory  
authority. Once the o p ini on is finalized, the D e p a r t m e n t  will 
re q u i r e  m u n i c i p a l i t i e s  to a ssess taxes a g ainst p a r t i c i p a n t s  in 
these low-income  owner s h i p  o p p o r t u n i t y  programs.

The resul ts of such a r e q u i r e m e n t  w o u l d  be disastrous. In 
a d d i t i o n  to the fact that an u n e x p e c t e d  tax burden w o u l d  sud denly 
be cast upon  p r oject residents, t a x a t i o n  w o u l d  cause the 
b a n k r u p t c y  of every R N H A  c u r r e n t l y  a d m i n i s t e r i n g  these projects. 
This is b e c a u s e  HUD, the funding a g ency for these projects, will 
im m e d i a t e l y  w i t h d r a w  its funds from any p r o j e c t  that is taxed. 
Federal law p r o h ib its H U D  from funding any p r o ject that is not 
ex e m p t  from "all real or pe rso n a l  p r o p e r t y  t a x e s . " 4 T o  HUD, it 
m a k e s  no d i f f e r e n c e  that the m u n i c i p a l i t y  would be t axi ng the 
in t er est of the individual occupant, r a t h e r  than the RNHA. HUD's 
regional counsel states that H U D  is power l e s s  to authorize the 
fu nding of taxed projects, re gardless of the impact that 
w i t h d r a w a l  of funds w o u l d  have on A l a s k a ' s  low income housing. 
Th e  m o m e n t  a tax is assessed, HUD will w i t h d r a w  its funds. 
W i t h o u t  H U D  funds, the RNHAs c a n n o t  operate.

2 42 U.S.C. I437d(d)

3 Op. A t t orney General, J u l y  24, 1985, "Municipal property
t a x a t i o n  of p r ivate leasehold interests."

4 42 U.S.C. 1 4 3 7 d ( d ) .
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T o  illustrate, T l i n g i t  Haida H o u s i n g  A u t h o r i t y  owns and 
m a n a g e s  o v e r  " 3 7 5  l ow-in come o w n e r s h i p  o p p o r t u n i t y  units in 
Southeast. Each of these h o u s e h o l d s  w o u l d  suddenly  be required 
to p a y  and to be p e r s o n a l l y  liable, from an e x t r e m e l y  limited 
income, for this u nfore s e e n  tax burden. W i t h o u t  H U D  funds, THRHA 
could not m a i n t a i n  or o p e r a t e  its T u r n k e y  III and Mutual Help 
projects. Across the state, the impact u p o n  RNHAs and project 
reside nts w o uld be the same.

Moreover, since the t a x a t i o n  issue has become known, 
m u n i c i p a l i t i e s  have been h e s i t a n t  to authoriz e the b u i l d i n g  or 
a c q u i s i t i o n  of new p r o jects by R N H A 1s. As a p r e r e q u i s i t e  to 
a p p l y i n g  to HUD for n ew h o u s i n g  units, the  R N H A  m u s t  obta in the 
m u n i c i p a l i t y ' s  a greement to e x e m p t  the p r o posed  project from 
taxation. So long as the state advises that exempt i o n s  are not 
a u t h o r i z e d  for the occup a n t s  of such homes, m u n i c i p a l i t i e s  are 
u n d e r s t a n d a b l y  reluctant to sign such agreements, no m a t t e r  how 
d e s i r a b l e  and ne cessary the new h o u s i n g  m a y  be. For example, the 
a p p l i c a t i o n  and m u n i c i p a l  approval p r o c e s s  for init iating a 
J u n e a u  a c q u i s i t i o n  project is b e i n g  d e l a y e d  p e n d i n g  the decision 
on this bill. Until this q u e s t i o n  is resolved, new p r o j e c t s  will 
be stalled, potent i a l l y  lost t h r o u g h  delay, or r e j e c t e d  by 
m u n i c i p a l i t i e s .
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Taxation of privately 
held possessory interests 
in RNHA property

You have asked us to review and expand on our opinion 
of July 24, 1985 (1985 Inf. Op. Att'y Gen. (663-85-0449; July 
24)), and address the state constitutional issue as to whether 
private possessory interests in regional Native housing authori­
ties (RNHA) projects, particularly those private interests creat­
ed when a person enters into a federally-authorized homeownership 
incentive program (homebuyer agreement), are subject to municipal 
property taxation and, if so, whether the federal requirement 
that "low income projects" be exempt from municipal taxation ap­
plies to projects that encompass homeownership incentive pro­
grams. In short, it is the opinion of this office that the home­
buyer agreements create private possessory interests that are 
subject to taxation by a municipality. Furthermore, we believe 
there is a possibility that federal law requires..that the private 
interests created under homebuyer agreements are to be exempt 
from local taxation in order to receive federal aid because they 
are assisted by annual contributions until such time the homebuy­
er has fee simple title in the property.

I. ALASKA CONSTITUTIONAL ISSUES

In your opinion request, you made reference to article 
IX, section 5, of the Alaska Constitution, as being a mandate 
that private interests in RNHA property must be taxed to the ex­
tent of the interests. Article IX, section 5 reads as follows:

Interests in Governmental Property. Private 
leaseholds, contracts, or Interests in land or 
property owned or held by the United States, the 
State, or its political subdivisions, shall be 
taxable to the extent of the interests.

This section of the constitution refers solely to "gov­
ernmental" property. It requires that if the United States, the 
state, or a political subdivision, in its proprietary capacity, 
conveys an interest in its land for private use (e.g., lease of 
state owned airport property) that the holder of the interest in
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the property must be taxed to the extent of the interest the same 
as other private property that is taxed by the government. How­
ever, this section of the constitution is inapplicable to proper­
ty of an RNHA. This office has previously opined that RNHA's are 
not state agencies. 1982 Inf. Op. Att'y Gen. (J66-220-82A; June 
8 ) (RNHA's do not have any characteristics common to a state 
agency even though RNHA's are established pursuant to statutory 
authority: (1) they are not placed in a department in the execu­
tive branch; (2) their members of the board are not appointed nor 
serve at the pleasure of the governor; and (3) no annual report 
of the RHNA is required to be given to the state government.). 
Therefore, the property at issue is not "governmental property" 
and the mandate that private interests in the property is taxable 
is not governed by article IX, section 5 of the Alaska Constitu­
tion.

Under article X, section 2 of the Alaska Constitution, 
taxing powers may be delegated to cities and boroughs. Addition­
ally, article X, section 11 states that "a home rule borough or 
city may exercise all legislative powers not prohibited by law or 
by charter." In spite of the broad grant of legislative powers 
given by the constitution, it is a general rule that a municipal­
ity has no inherent power to exempt from taxation property which 
it is authorized by statute or charter to tax. However, the leg­
islature may delegate to municipalities the power to exempt cer­
tain property from taxation, or it may itself exempt certain 
property from taxation. 16 E. McQuillin, The Law of Municipal 
Corporations § 44.65 (3d ed. rev. 1984). In Alaska, the statu­
tory provisions concerning exemptions are found in AS 29.45, et 
s e q . The established rules of statutory construction are, for 
the most part, applicable to laws prescribing exemptions from 
municipal taxation. Such laws are to be strictly construed. 
Id. , § 44.66. A grant of exemption is never presumed. On the 
contrary, no presumption in favor or exemptions will be made u n­
less plainly or unmistakenly warranted by the letter and spirit 
of the law granting the exemption. Id., j$ 44.67.

At present, there is no express law exempting private 
property interests held in property of a housing authority, and 
more particularly, property of an RNHA. Therefore, for a borough 
or city to exempt by ordinance such private interests in proper­
ty, an express, enabling law would have to be enacted by the leg­
islature .

A discussion of the private possessory interests in 
RHNA property created by the homebuyer agreements occurs in sec­
tion III of this memorandum.
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Federal statute regulates the taxability of low income 
housing projects as it concerns the taxability of the propertv of 
a housing authority and whether the federal government will pro­
vide aid to the housing authority. 42 U.S.C. $ 1437d(d) reads, 
in pertinent part:

I I .  FEDERAL LAW

(d) E X E M P T I O N  F R O M  P E R S O N A L  AND REAL P R O P E R­
TY; PAYMENTS IN L I E U  O F  TAXES; CASH CONTRIBUTION  
O R  T A X  REMISSION. E v e r y  c ontract for annual c o n­
tributions w i t h  r e s pect  to a lower income housing 
p r o j e c t  shall provide  that n o  annual contributions 
by the Secretar y shall be m a d e  available for such 
p r oject unless such proj ect (exclusive of any p o r­
tion thereof w h i c h  is not assiste d by annual con^- 
tributions under this chapt ' T 1 from alT

by the State, city, county, or other political  
s u b d i v i s i o n ; and such contract shall require the 
public h o using a u t h o r i t y  to make payments in lieu 
of taxes equal to 10 per c e ntum of the sum of the
a nnua l shelter r e n t s   If any such project is
n<7t exempt from all real and p e r sonal p r o pert y 
taxes le vied or i m pose d by the State, city, c o u n­
ty, or other p o l i t i c a l  subdivis on, such contract 
shall provide, in lieu of the r equ irement for tax 
exemption and payments in lieu of taxes, that no 
annual c o n tr ibutions by the S e c r e t a r y  shall be 
made availa ble for such project unless and until

(Emphasis added.)

42 U.S.C. § 1437d(c)(4)(D) is the enabling statute to 
establish homeownership opportunity programs, and reads as fol­
lows :

(D) the development of local housing author­
ity managements of viable homeownership opportun­
ity programs for low-income families capable of 
assuming the responsibilities of homeownership.

An important question arises as to the definition of
"project" in 42 U.S.C, § 1437d(d), and whether a project is of 
the type required to be exempt from local taxation in order for 
the RNHAs to receive funding from the federal government. 42

real and personal  p r o p e r t y imposed
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U.S.C. $ 1437d(d), states that "such project ... (exclusive of 
any portion thereof which is not assisted Dy annual contributions 
under this chapter), must be exempt from taxation to qualify for 
federal aid." It is evidently not at issue, for the purposes of 
this opinion, whether "low income rental RNHA housing projects 
are exempt from local taxation under this federal statute, since 
title to the property is considered to held by the RNHA. At is­
sue is whether "project" includes the homeownership incentive 
programs authorized under 42 U.S.C. § 1437d(c)(4)(D) since they 
are programs "assisted by annual contributions."

According to counsel from HUD, virtually all of the 
homeownership incentive programs in the state are under the M u­
tual Help Ownership Opportunity Program. 24 C.F.R. 905, et seq. 
The other type of program in Alaska is Turnkey III. 24 C.F.FL. 
904, et s eq. Both programs are assisted by annual contributions 
on the property which is the subject of a homebuyer agreement. 
The benefit of the annual contributions assists the potential 
"homebuyer" in achieving homeownership; the contributions do not 
just benefit the RNHA.

Therefore, under a literal interpretation of 42 U.S.C. 
§ 1437d(d), it appears likely that the federal government would 
discontinue aid to RNHA homeownship incentive programs if a m u­
nicipality taxed the privately held interest in the property.

III. PRIVATE INTERESTS IN RNHA PROPERTY

You have requested our opinion as to whether the "home­
buyer agreements" used under the Mutual Help Homeownership Oppor­
tunity Program (MHHOP) and the Turnkey III program create a pri­
vate possessory interest in the property that is taxable by a 
municipality. As stated earlier, it is our opinion that the 
agreements create such a private interest in the property.

Counsel for Housing and Urban Development (HUD) has 
stated that the federal government considers both the MHHOP and 
Turnkey III homebuyers' agreements to be "lease-purchase" agree­
ments that do not: create any taxable interest in the property 
until such time the homebuyer is deeded the property in fee. 
However, HUD has not cited any federal law or regulation that 
supports this conclusion,

A taxing authority may penetrate the form of a trans­
action to determine its substance. Sisters of Providence in 
Washington v. Municipality of Anchorage, 5T2 I?. 2d 4T5 (Alaska 
1983). A review of the homebuyer agreements approved by HUD 
(whether MHHOP or Turnkey III programs), provide that the home-
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buyer will achieve "homeowner" status and fee simple title to the 
p r o p e r t y  if the h o m e b u y e r  satisfies certain contractual c o n d i­
tions .

±

In our opinion, it is insign ificant that HUD refers to 
the agreements as le ase- p u r c h a s e  agreements. It is also i r r e l e­
van t  that the h o m e b u y e r  m a y  n e v e r  b u i l d  up a n y  actual "monetary" 
eq u i t y  in the p r o p e r t y  since that is not an absolute requirement  
to achie ving title to the home. If contractual conditions are 
met, the h o m e b u y e r  will be d eed ed the p r o p e r t y  in the future, 
and, similar to a mortgagor, he has p o s s e s s o r y  rights to the 
pr o p e r t y  p e ndi ng s a t i s f a c t i o n  of the conditions of a contract to 
be deeded the property.

M L O / p j g
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COOPERATION AGREEHENT

THIS AGREEMENT made Chi# DAY o f . 19

BY AND BETWEEN T I i n g iC - H a l d a  R e g i o n a l  H ous ing  A u t h o r i t y  h e r e i n  c a l l e d  the 
" A u t h o r i t y " .

AND C i t y  o f  J u n e a u ,  h e r e i n  c a l l e d  t h e  " C i t y " .

WITNESSETH:

I n  c o n s i d e r a t i o n  o f  t h e  m u t u a l  c o v e n a n t s  h e r e i n a f t e r  s e t  f o r t h ,  the
p a r t i e s  h e r e t o  do a g r e e  a s  f o l l o w s :

1 . Wheneve r  u sed  i n  t h i s  a g re em en t :

( a )  The te rm  " r r o j e c t "  s h a l l  mean any l o w - r e n t  h o u s in g  h e r e i n ­
a f t e r  d e v e lo p e d  o r  a c q u i r e d  b y  the  A u t h o r i t y  v i t h  f i n a n ­
c i a l  a s s i s t a n c e  o f  t h e  U n i t e d  S t a t e s  o f  Am e r ic a  a c t i n g  
t h r o u g h  t h e  S e c r e t a r y  o f  H ou s in g  and  U rban  D eve lopm en t
( h e r e i n  c a l l e d  th e  "G o v e r v .c .e n t " ) ;  e x c l u d i n g ,  h ow e v e r ,  and 
l o w - r e n t  h o u s in g  p r o j e c t  c o v e r e d  by an y  c o n t r a c t  f o r  l o a n s  
and a n n u a l  c o n t r i b u t i o n s  e n t e r e d  i n t o  be tween  the  A u t h o r i ­
t y  and th e  G o v e rnm en t ,  o r  i t s  p r e d e c e s s o r  a g e n c i e s ,  p r i o r  
co the  d a t e  o f  t h i s  Ag reem en t ;

( b )  The te rm  "T a x in g  B od y "  s h a l l  mean th e  S t a t e  c r  a r.y  p o l i t i ­
c a l  s u b d i v i s i o n  o r  t a x i n g  u n i t  t h e r e o f  i n  wh ich  a P r o j e c t
i s  s i t u a t e d  and wh ich  wou ld  ha v e  a u t h o r i t y  t o  a s s e s s  o r  
l e v y  r e a l  o r  p e r s o n a l  p r o p e r t y  t a x e s  o r  t o  c e r t i f y  such 
t a x e s  t o  a t a x i n g  body  o r  p u b l i c  o f f i c e r  co be l e v i e d  f o r  
i t s  u se  and b e n e f i t  w i t h  r e s p e c t  t o  a P r o j e c t  i f  i t  were 
. ioc  exempt f r om  t a x a t i o n ;

( c )  The te rm  " S h e l t e r  R e n t "  s h a l l  mean the  t o t a l  o f  a l l  
c h a rg e #  Co a l l  t e n a n t s  o f  a P r o j e c c  f o r  d w e l l i n g  r e n t s  and 
n o n d w e l l i n g  r e n t 3  ( e x c l u d i n g  a l l  o t h e r  income o f  such 
P r o j e c t ) ,  l e s s  che c o s t  t o  th e  A u t h o r i t y  o f  a l l  d w e l l i n g  
and n o n d w e l l i n g  u t i l i t i e s :

2 .  The A u t h o r i t y  s h a l l  e n d e a v o r  t o  s e c u r e  a c o n t r a c c  w i t h  the  
Gove rnment f o r  l o a n #  and a n n u a l  c o n t r i b u t i o n s  c o v e r i n g  one  o r  
more P r o j e c t s  c o n s i s t i n g  o f  a p - - j x im a t e l y  5 0  u n i t s .  The 
A u t h o r i t y  s h a l l  p l a n ,  d e v e lo p  o r  a c q u i r e  and a d m i n i s t e r  the 
P r o j e c t  wh ich  s h a l l  be l o c a t e d  w i t h i n  the  c o r p o r a t e  l i m i t s  o f  
the  C i t y .  The o b l i g a t i o n s  o f  Che p a r t i e s  h e r e t o  s h a l ]  a p p l y  to  
e ach  such  P r o j e c t  and th e  C i t y  s h a l l  h ave  no  c o n t r a c t u a l  
r e s p o n s i b i l i t y  w i t h  r e s p e c t  t o  t h e  P r o j e c t  o t h e r  Chan as 
e x p r e s s l y  p r o v i d e d  i n  t h i s  A g reem en t .

3 .  t s )  Unde r  Che C o n s t i t u t i o n  and law s  o f  t h e  S t a t e  o f  A l a s k a ,
th« P r o j e c t  i s  exempt f r om  a l l  r e a l  and p e r r o n a l  p r o p e r t y  
t a x e s  and s p e c i a l  a s s e s sm e n t s  l e v i e d  o r  Imposed  b y  any 
T a x in g  B od y .  So l o n g  a s  e i t h e r  ( 1 )  t h e  P r o j e c c  i s  owned 
b y  a p u b l i c  body  o r  g o v e rn m e n ta l  agency  and i s  u sed  f o r  
low  r e n t  h o u s in g  p u r p o s e s ,  o r  ( i i )  any  c o n t r a c t  b e tween  
che A u t h o r i t y  and t h e  Gove rnment f o r  l o a n s  o r  a n n u e l  
c o n t r i b u t i o n s ,  o r  b o t h ,  i n  c o n n e c t i o n  w i th  such P r o j e c t  
rema inB  i n  f o r c e  and e f f e c t ,  o r  ( i i i )  any  bonds i s s u e d  in  
c o n n e c t i o n  w i th  such  P r o j e c t  o r  any  m on ies  due t r  t i e  
Gove rnmen t  i n  c o n n e c t i o n  w i th  such P r o j e c t  r c n a i n  u n p a id ,  
w h ic h e v e r  p e r i o d  i s  t h e  l o n g e s t ,  the  C i t v  a g r e e s  t h a t  i t
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w i l l  n o t  l e v y  o r  impose an y  r e a l  o r  p e r s o n a l  p r o p e r t y
t a x e s  o r  s p e c i a l  a s s e s sm en t  upon such  P r o j e c c  o r  upon che 
A u t h o r i t y  w i t h  r e s p e c t  Che t h e r e t o .  D u r in g  such  p e r i o d ,  
t h e  A u t h o r i t y  s h a l l  make a n n u a l  p aymen ts ( h e r e i n  c a l l e d  
"P aym en ts  i n  L i e u  o f  T a x e s " )  i n  l i e u  o f  such  t a x e s  and
s p e c i a l  a s s e s s m e n t s  and i n  payment f o r  t h e  p u b l i c  s e r v i c e s  
and f a c i l i t i e s  f u r n i s h e d  f r om  t im e  t o  t im e  w i t h o u t  o t h e r  
c o s t  o r  c h a rg e  f o r  o r  w i th  r e s p e c t  co su ch  P r o j e c c .

( b )  Each such a n n u a l  Payment i n  L i e u  o f  T a x e s  s h a l l  be made
a f t e r  t h e  end o f  th e  f i s c a l  y e a r  e s t a b l i s h e d  f o r  such
P r o j e c t ,  and s h a l l  be i n  an amount e q u a l  e i t h e r  ( i )  ten  
p e r c e n t  ( 1 0 Z )  o f  t h e  S h e l t e r  Ren t  c h a rg e d  by che A u t h o r i t y  
i n  r e s p e c t  t o  such  P r o j e c t  d u r i n g  such  f i s c a l  y e a r  o r  ( i i )  
the  amount p e r m i t t e d  t o  be p a id  by  a p p l i c a b l e  S t a t e  l aw  in  
e f f e c t  on Che d a t e  such  payment I s  made, w h ic h e v e r  amounc 
i s  che l o w e r .

( c )  No payment f o r  a n y  y e a r  s h a l l  be made t o  t h e  C i t y  in  
e x c e s s  o f  t h e  amounc o f  che r e a l  p r o p e r t y  t a x e s  wh ich
wou ld  hav e  b e en  p a i d  t o  t h e  C i t y  f o r  such  y e a r  i f  the 
P r o j e c t  w e re  n o t  exempt f r o m  t a x a t i o n .

d )  Upon f a i l u r e  o f  t h e  A u t h o r i t y  Co make a n y  Payment i n  l i e u
o f  T a x e s ,  no l i e n  a g a i n s t  any P r o j e c t  o r  a s s e t s  o f  the  
A u t h o r i t y  s h a l l  a t t a c h ,  n o r  s h a l l  an y  i n t e r e s t  p e n a l t i e s  
a c c r u e  o r  a t t a c h  on  a c c o u n t  t h e r e o f .

4 .  D u r in g  t h e  p e r i o d  commencing w i t h  che d a t e  o f  t h e  a c q u i s i t i o n  
o f  any  p a r t  o f  che s i t e  o r  s i t e s  o f  any P r o j e c t  and c o n t i n u i n g  
so  l o n g  a s  e i t h e r  ( i )  s u c h  P r o j e c c  i s  owned b y  a p u b l i c  b e d v  o r  
g o v e rn m e n t a l  a g en c y  and i s  u sed  f o r  l o w - r e n t  h o u s in g  p u r p o s e s ,  
o r  ( i i )  any  c o n t r a c t  b e tw een  che A u t h o r i t y  and che Gove rnment 
f o r  l o a n s  o r  a n n u a l  c o n t r i b u t i o n s ,  o r  b o t h ,  i n  c o n n e c t i o n  w i t h  
such  P r o j e c t  r em a in s  i n  f o r c e  and e f f e c t ,  ( i i i )  a n y  bonds 
I s s u e d  i n  c o n n e c t i o n  w i t h  such P r o j e c t  o r  any  m on ie s  due t o  che 
G ove rnment i n  c o n n e c t i o n  w i t h  such  P r o j e c t  r em a in  u p p a i d ,  
w h ic h e v e r  p e r i o d  i s  che l o n g e s t ,  che C i t y ,  w i t h o u t  c o s t  o r  
c h a rg e  t o  th e  A u t h o r i t y  o r  t h e  t e n a n t s  o f  su ch  p r o j e c t  ( o t h e r  
chan che Paymen ts  i n  L i e u  o f  T a x e s ) ,  s h a l l :

( a )  F u r n i s h  o r  c a u se  t o  be f u r n i s h e d  t o  che A u t h o r i t y  and the  
t e n a n t s  o f  su ch  P r o j e c c  p u b l i c  s e r v i c e s  and f a c i l i t i e s  o f  
che same e x t e n t  a s  a r e  f u r n i s h e d  f r om  t im e  co t im e  w i t h o u t  
c o s t  o r  c h a rg e  co o c h e r  d w e l l i n g  and i n h a b i t a n t s  i n  th e  
C i t y ;

( b )  N o tw i t h s t a n d i n g  t h e  d a t e  o f  a c q u i s i t i o n  t h e  C i t y  s h a l l
v a c a t e  such  s t r e e t s ,  r o a d s ,  and a l l e y s  w i t h i n  the  a r e a  o f  
such P r o j e c t s  a s  may be n e c e s s a r y  i n  t h e  d e v e lo p m en t
t h e r e o f ,  and c o n v e y  w i t h o u t  c h a rg e  t o  t h e  A u t h o r i t y ,  su ch
i n t e r e s t  a s  che C i t y  may have i n  such  v a c a t e d  a r e a s ;  and 
i n s o f a r  a s  t h e  C i t y  i s  l a w f u l l y  a b l e  t o  do  so  w i t h o u t  c o s t  
o r  e xp en se  t o  t h e  A u c h o r i t y  o r  t o  th e  C i t y ,  c au se  t o  be 
removed f r om  such v a c a t e d  a r e a s ,  i n s o f a r  a s  i t  mav be 
n e c e s s a r y ,  a l l  p u b l i c  o r  p r i v a t e  u t i l i t y  l i n e s  and e q u i p ­
ment ;

( c )  I n s o f a r  che C i t y  may l a w f u l l y  do s o ,  ( i )  g r a n t  such
d e v i a t i o n  f r om  t h e  b u i l d i n g  code a s  a r e  r e a s o n a b l e  and
n e c e s s a r y  t o  p rom o te  economy and e f f i c i e n c y  in  the  d e v e l ­
opment and a d m i n i s t r a t i o n  o f  such  P r o j e c t ,  and ac th e  same
c i n e ,  s a f e g u a r d  h e a l t h  and s a f e t y ;  and ( i i )  make such
changes i n  any  z o n in g  o f  che s i t e  and s u r r o u n d i n g  t e r r i t o ­
r y  o f  such  P r o j e c t  a s  a r e  r e a s o n a b l e  and n e c e s s a r y  s u r ­
r o u n d in g  t e r r i t o r y ;
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( d )  A ccep t  g r a n t s  o f  e a sem en ts  n e c e s s a r y  f o r  the  d ev e lopm en t  
o f  such  P r o j e c t . ;  and

( e )  C o o p e r a t i o n  w i t h  t h e  A u t h o r i t y  by such  o t h e r  l a w f u l  a c t i o n  
o r  ways as t h e  C i t y  and t h e  A u t h o r i t y  may f i n d  n e c e s s a r y  
i n  c o n n e c t i o n  w i t h  th e  d e v e lo pm en t  and a d m i n i s t r a t i o n  o f  
such  P r o j e c c .

5 .  I n  r e s p e c t  t o  an y  P r o j e c t ,  the  C i t y  f u r t h e r  a g r e e s  t h a t  w i t h i n  
i. r e a s o n a b l e  t im e  a f t e r  r e c e i p t  o f  a w r i t t e n  r e q u e s t  t h e r e f o r  
f r o m  th e  A u t h o r i t y :

( a )  I t  w i l l  a c c e p t  t h e  d e d i c a t i o n  o f  a l l  i n t e r i o r  s t r e e t s ,  
r o a d s  a l l e y s ,  and a d j a c e n t  s i d e w a lk s  w i t h i n  che a r e a  o f  
such  P r o j e c t ,  t o g e t h e r  w i t h  a l l  s t o rm  and s a n i t a r y  s e v e r  
m a in s  i n  su ch  d e d i c a t e d  a r e a s ,  a f t e r  t h e  A u t h o r i t y  o r  i t s  
D e v e l o p e r  h a s  c om p le t e d  t h e  g r a d i n g ,  im p r o v em en t s ,  p a v in g  
and i n s t a l l a t i o n  t h e r e o f ,  i n  a c c o rd a n c e  w i t h  s p e c i f i c a t i o n  
a c c e p t a b l e  t o  che C i t y ;

( b )  I t  w i l l  a c c e p t  n e c e s s a r y  d e d i c a t i o n s  o f  l a n d  f o r ,  and w i l l  
g r a d e ,  im p r o v e ,  p ave  and p r o v i d e  s i d e w a l k s  f o r ,  a l l  
s t r e e t s  b oun d in g  such  P r o j e c c  o r  n e c e s s a r y  t o  p r o v i d e  
a d e q u a te  a c c e s s  t h e r e t o  ( i n  c o n s i d e r a t i o n  w h e r e o f  che 
A u t h o r i t y  o r  i t s  D e v e l o p e r  s h a l l  p ay  co t h e  C i t y  such 
amoun ts a s  w ou ld  be a s s e s s e d  a g a i n s t  Che P r o j e c t  s i c e s  f o r  
such  w o rk  i t  such  s i t e  we re  p r i v a t e l y  ow n e d ) ;  and

( c )  I t  w i l l  p r o v i d e ,  o r  c au se  t o  be p r o v i d e d ,  w a t e r  r . a in s  and 
s t o rm  and s a n i t a r y  sewer m a in s ,  l e a d i n g  t o  such  P r o j e c c  
ar.d s e r v i n g  th e  b oun d in g  s t r e e t s  t h e r e o f  ( i n  c o n s i d e r a t i o n  
w h e r e o f  Che A u t h o r i t y  o r  i t s  D e v e l o p e r  s h a l l  pay t o  che 
C i t y  such  amoun ts  a s  wou ld  be a s s e s s e d  a g a i n s t  t h e  P r o j e c c  
s i t e  f o r  such  w o rk  i f  such s i c e  were  p r i v a t e l y  ow ned ) ,

6 .  I f  by r e a s o n  o f  t h e  C i t y ' s  f a i l u r e  o r  r e f u s a l  t o  f u r n i s h  o r  
c a u se  t o  be f u r n i s h e d  an y  p u b l i c  s e r v i c e s  o r  f a c i l i t i e s  wh ich  
i t  h as  a g r e e d  h e r e u n d e r  t o  f u r n i s h  o r  c au se  co be f u r n i s h e d  t o  
th e  A u t h o r i t y  o r  co  th e  t e n a n t s  o f  any  P r o j e c t ,  t h e  A u t h o r i t y  
i n c u r s  an y  e xp en se  t o  o b t a i n  such  s e r v i c e s  o r  f a c i l i t i e s ,  th e n  
the  A u t h o r i t y  may d e d u c t  che amount o f  such  e x p e n s e s  f r om  any 
Payment i n  L i e u  o f  T a x e s  due o r  t o  become due t o  t h e  C i t y  i n  
r e s p e c t  t o  any  P r o j e c t  o r  any o t h e r  l o w - r e n t  h o u s in g  p r o j e c t s  
owned o r  o p e r a t e d  by  t h e  A u t h o r i t y .

7 .  The C i t y  a g r e e s  t o  exempt th e  t e n a n t s  o f  t h e  P r o j e c t  and che 
A u t h o r i t y  f r om  th e  payment o f  s a l e s  t a x eB  i n  c o n ju n c t i o n  w ich  
r e n t s .

8 .  No C o o p e r a t i o n  Ag reement  h e r e t o f o r e  e n t e r e d  i n t o  be tween th e  
C i t y  and che A u t h o r i t y  s h a l l  be c o n s t r u e d  t o  a p p l y  t o  any 
P r o j e c t  c o v e r e d  b y  t h i s  Ag re em en t .

9 .  No member o f  th e  g o v e r n i n g  body o f  che C i t y  o r  any  o t h e r  p u b l i c  
o f f i c i a l  o f  t h e  C i t y  who e x e r c i s e s  an y  r e s p o n s i b i l i t i e s  o r  
f u n c t i o n s  w i t h  r e s p e c t  t o  any P r o j e c t  d u r i n g  h i s  t e n u r e  o r  f o r  
one y e a r  t h e r e a f t e r  s h a l l  have any i n t e r e s t ,  d i r e c t  o r  i n d i ­
r e c t ,  i n  any  p r o j e c t  o r  any  p r o p e r t y  I n c l u d e d  o r  p la n n e d  co be 
i n c l u d e d  i n  any  P r o j e c c ,  o r  any  c o n t r a c t s  i n  c o n n e c t i o n  w i th  
such P r o j e c t s  o r  p r o p e r t y .  I f  any such g o v e r n in g  body member 
o r  suc l .  o c h e r  p u b l i c  o f f i c i a l  o f  che C i t y  i n v o l u n t a r i l y  a c ­
q u i r e s  o r  had a c q u i r e d  p r i o r  t o  the  b e g in n in g  o f  h i s  t e n u r e  any 
such  i n t e r e s t ,  he s h a l l  Im m ed ia t e l y  d i s c l o s e  such  I n t e r e s t  to  
the  A u t h o r i t y .
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O r i g i n a l  s p o n s o r :  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

IN T H E  S E N A T E

CS F O R  S E N A T E  B I L L  NO. 500 ( )

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F I F 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 S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  to an e x e m p t i o n  f r o m  m u n i c i p a l

t a x a t i o n  f o r  c e r t a i n  i n t e r e s t s  i n  f e d e r a l l y  f u n d e d  

l o w - i n c o m e  h o u s i n g ;  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 ."

BE I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  2 9 . 4 5 . 0 5 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to 

read:

(1) 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  e x e m p t  f r o m  t a x a t i o n  an 

i n t e r e s t ,  o t h e r  t h a n  r e c o r d  o w n e r s h i p ,  in r e a l  p r o p e r t y  o f  a n  i n d i­

v i d u a l  r e s i d i n g  i n  t h e  p r o p e r t y  if t h e  p r o p e r t y  h a s  b e e n  d e v e l o p e d ,  

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

is o w n e d  or  m a n a g e d  as l o w - i n c o m e  h o u s i n g  b y  the A l a s k a  S t a t e  B u i l d i n g  

A u t h o r i t y  o r  a r e g i o n a l  h o u s i n g  a u t h o r i t y  f o r m e d  u n d e r  A S  18. 5 5 . 9 9 6 .  

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

in l i e u  o f  t a x e s  a u t h o r i z e d  u n d e r  f e d e r a l  law.

* Sec. 2. T h i s  A c t  t a k e s  e f f e c t  J a n u a r y  1, 1989.

-1- C SS B 500( )
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B Y  T H E  C O M M U N I T Y  A N D  R E G I O N A L
1 IN T H E  S E N A T E  A F F A I R S  C O M M I T T E E

2 S E N A T E  B I L L  NO. 500

3 IN  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

A F I F 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 S S I O N

5 A  B I L L

6 F or an  A c t  en t i t l e d :  " A n  A c t  e x e m p t i n g  c e r t a i n  i n t e r e s t s  i n  l o w - i n c o m e

7 h o u s i n g  f r o m  m u n i c i p a l  t a x ation; a nd p r o v i d i n g  f o r  an

8 e f f e c t i v e  d a t e . "

9 BE IT  E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A :

10 * S e c t i o n  1. AS  2 9 . A 5 . 0 3 0 ( a )  is a m e n d e d  to read:

11 (a) T h e  f o l l o w i n g  p r o p e r t y  is e x e m p t  f r o m  g e n e r a l  t a x a t i o n :

12 (1) m u n i c i p a l ,  state, or f e d e r a l l y  o w n e d  p r o p e r t y ,  e x c e p t

13 that a p r i v a t e  l e a s e h o l d ,  c o n t r a c t ,  or o t h e r  i n t e r e s t  in  t he p r o p e r t y

1A is t a x a b l e  to the e x t e n t  of  the i n t e r e s t ;

15 (2) h o u s e h o l d  f u r n i t u r e  a nd p e r s o n a l  e f f e c t s  of  m e m b e r s  of

16 a h o u s e h o l d ;

17 (3) p r o p e r t y  u s e d  e x c l u s i v e l y  f o r  n o n p r o f i t  r e l i g i o u s ,

18 c h a r i t a b l e ,  c e m e t e r y ,  h o s p i t a l ,  or  e d u c a t i o n a l  p u r p o s e s ;

19 (A) p r o p e r t y  of a n o n b u s i n e s s  o r g a n i z a t i o n  c o m p o s e d  e n t i r e -

20 ly of  p e r s o n s  w i t h  90 d a y s  or  nore of a c t i v e  s e r v i c e  in  the a r m e d

21 f o r c e s  of  the U n i t e d  S t a t e s  w h o s e  c o n d i t i o n s  of s e r v i c e  a n d  s e p a r a t i o n

22 w e r e  o t h e r  t han d i s h o n o r a b l e ,  or  t he p r o p e r t y  of a n  a u x i l i a r y  of  tha t

23 o r g a n i z a t i o n ;

2A (5) m o n e y  o n  d e p o s i t ;

25 (6) th e  r e a l  p r o p e r t y  of  c e r t a i n  r e s i d e n t s  of the s t a t e  to

26 the e x t e n t  a n d  s u b j e c t  to the c o n d i t i o n s  p r o v i d e d  in  (e) of this

27 s e c t i o n ;

28 (7) r e a l  p r o p e r t y  or an  i n t e r e s t  in real p r o p e r t y  t h a t  is

29 e x e m p t  f r o m  t a x a t i o n  u n d e r  A3 U . S . C .  1 6 2 0(d), as a m e n d e d ^

S B 0 5 0 0 a  -1- SB 500



1 (8) an i n t e r e s t ,  o t h e r  t h a n  r e c o r d  o w n e r s h i p ,  in real

2 p r o p e r t y  of an  i n d i v i d u a l  r e s i d i n g  in the p r o p e r t y  if the p r o p e r t y  has

3 b e e n  d e v e l o p e d  or i m p r o v e d  w i t h  f e d e r a l  funds f or l o w - i n c o m e  h o u s i n g

4 and is o w n e d  or  m a n a g e d  as l o w - i n c o m e  h o u s i n g  by the A l a s k a  S t a t e

5 B u i l d i n g  A u t h o r i t y  o r  a r e g i o n a l  h o u s i n g  a u t h o r i t y  f o r m e d  u n d e r

6 AS  1 8 . 5 5.996; this p a r a g r a p h  d o e s  not p r o h i b i t  a m u n i c i p a l i t y  f rom

7 r e c e i v i n g  p a y m e n t s  in lieu of taxes a u t h o r i z e d  u n d e r  f e d e r a l  law.

8 * Sec. 2. T h i s  Ac t  takes e f f e c t  J a n u a r y  1, 1989.
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C o m m i t t e e  c o n s i d e r e d .SB AQfl-

e x e m p t i n g  c e r t a i n  i n t e r e s t s  in l o w - i n c o m e  h o u s i n g  f r o m  m u n i c i p a l  t a x a t i o n ;  
e f d  $ '

a n d  r e c o m m e n d e d :

[ ] r e p l a c e  w i t h CS

[ ] a t t a c h e d  a m e n d m e n t ( s )  a n d  

] do p a s s  

] do n o t  pass 

] n o  r e c o m m e n d a t i o n

i n d i v i d u a l  r e c o m m e n d a t i o n s  

] f u r t h e r  r e f e r r a l  to____________

[] same t i t l e  
[] n e w  t i t l e

/ .  J

] l e t t e r  of  i n t e n t  a d o p t e d  a n d  a t t a c h e d

* C o m m i t t e e  y\] a t t a c h e d  or [ ] a d o p t e d  f i s c a l  n o t e ( s )
[ ] z e r o  [ )s^ f i s c a l  i m p a c t
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