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IN THE SENATE BY ADAMS

SENATE BILL NO. 160 

IN THE LEGISLATURE OF THE STAVE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION

A  BILL

For an Act entitled: "An Acc prohibiting municipal sales tax on rents

payable for occupation of certain publicly-financed 

housing projects; and providing for an effective 

date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.10.200(42) is amended to read:

(42) AS 29.45.650(c), (d), and (e) [, AND (f) ] (sales and

use tax)

* Sec. 2. AS 29.10.200(43) is repealed and reenacted to read:

(43) AS 29.10.655 (sales tax exemptions)

* Sec. 3. AS 29.45.650(a) is amended to read:

(a) Except as provided in AS 29.45.655 [(f) OF THIS SECTION], a 

borough may levy and collect a sales tax not exceeding six percent on 

sales, rents, and on services provided in the borough. The sales tax 

may apply to any or all of these sources. Exemptions may be granted 

by ordinance.

* Sec. 4. AS 29.45 is amended by adding a new section to read:

Sec. 29.45.655. EXEMPTIONS FROM SALES TAX. (a) A  borough may

not levy and collect a sales tax

(1) on a purchase

(A) made with food coupons, food stamps, or other 

types of certificates issued under 7 U.S.C. 2011 - 2025 (Food 

Stamp A c t ) ;

(B) of food instruments, or made w i t h  food vouchers or 
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other type of certificate issued under 42 U.S.C. 1786 (Special 

Supplemental Food Program for Women, Infants, and Children)}

(2) on rents payable for the occupancy of housing that has 

been or la being subsidized by the federal government if exemption 

from payment of sales tax payable for the occupancy of the housing is 

required by federal law or by agreement ay a condition of the subsidy.

(b) This section applies to home rule and general law municipal­

ities .

* Sec. 5. AS 29.45.700(a) is amended to read?

(a) A city in « borough that levies and collects areawide sales 

and use taxes may levy sales and use taxes on all sources taxed by the

borough in the manner provided for boroughs. Except as provided in

AS 29.45.655 1(d) OF THIS S E C T I O N ] , the assembly may by ordinance

authorize a city Co levy and collect sales and use taxes on other 

sources.

* Sec. 6. AS 29.45.650(f) and 29.45.700(d) are repealed.

* Sec. 7. This Act takes effect July 1, 1989.

•„".V I . •'A' i a-i. ■r jl&'-y
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Senate Bill 160 was introduced on February 3, 1989 at the request o f the 
A ssociation  of A laska S tate  H ousing A uthorities. D espite its apparent 
com plexity, it is a rather straight forw ard piece of legislation. In essence, 
as the title  im plies, it creates a m unicipal tax exem ption on rents payable 
for the occupation of housing that has been or is being subsidized by the 
fed e ra l governm en t if  exem ption  is req u ired  by fed e ra l law  or by 
agreem ent as a condition of the subsidy.

T here  are  precedents fo r such an exem ption. In 1987, the leg isla tu re  
provided that a city may not levy and collect a sales tax on purchases of 
certificates under the Food Stamp Act, or food instrum ents, food vouchers 
or other types of certificated under the Food Program  for W omen, Infants 
and Children.

Ju s t la s t y ear we passed  le g is la tio n  p e rm ittin g , but not req u irin g , 
m unicipalities to exem pt taxation in terests in real property if  the property 
has been  developed , im proved  or acqu ired  w ith fed e ra l low -incom e 
housing funds and is owned or m anaged as low incom e housing by the 
A laska State Building Authority or a regional housing authority.

As far as I know , no m unicipality  is currently  levying or co llecting  a 
m un ic ipal sales tax on ren ts payable  for the occupation  o f pub lic ly - 
financed  housing pro jects; how ever, the A ssociation has b rought to my 
a tten tion  the fact that som e m unicipal a ttorneys have counselled  their 
clients to levy and collect such taxes because existing state law does not 
prohibit them  from  doing so.
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T his leg isla tion  w ould not only prov ide m unicipal attorneys w ith  c lear 
statu tory  authority  for such an exem ption, thereby clearing any confusion 
that may exist now, but would prevent future conflicts between the state's 
po litica l subdivisions from  arising. This m easure reflects a cost-benefit 
decision  that m unicipalities have apparently  already made. As you may 
know , som e rents in publicly-financed housing projects are as sm all as $2 
per m onth and the adm in istrative  cost connected w ith the co llection  of 
these sales taxes probably  outw eighs the benefits that m ight flow  from  
collection. So, they simply forego the revenue. I believe the state should 
sanction this decision of its subdivisions.

F inally , I am not aw are of any opposition to this leg islation  from  any 
m unicipalities or the A laska M unicipal League. The state D epartm ent of 
Com m unity and Regional Affairs has not as yet developed a position on the 
proposed  leg islation .

Thank you for your consideration.



COOPERATION AGREEMENT

THIS AGREEMENT made this ___  DAY of  , 19___

BY AND BETWEEN Tlingit-Haida Regional Housing Authority herein called the 
"Authority".

AND City of __________, herein called the "City".

WITNESSETH:

In consideration of the mutual covenants hereinafter set forth, the
parties hereto do agree as follows:

1. Whenever used in this agreement:

(a) The term "Project" shall mean any low-rent housing herein­
after developed or acquired by the Authority with finan­
cial assistance of the United States of America acting 
through the Secretary of Housing and Urban Development
(herein call«d the "Government"); excluding, however, and 
low-rent housing project covered by any contract for loans 
and annual contributions entered into between the Authori­
ty and the Government, or its predecessor agencies, prior 
to the date of this Agreement;

(b) The term "Taxing Body" shall mean the State or any politi­
cal subdivision or taxing unit thereof in which a Project 
Is situated and which would have authority to assess or 
levy real or personal property taxes or to certify such 
taxes to a taxing body or public officer to be levied for
its use and benefit with respect to a Project if It were
not exempt from taxation;

(c) The term "Shelter Rent" shall mean the total of all 
charges to all tenants of a Project for dwelling rents and 
nondwelling rents (excluding all other Income of such 
Project), less the cost to the Authority of all dwelling 
and nondwelling utilities;

2. The Authority shall endeavor to secure a contract with the
Government for loans and annual contributions covering one or
more Projects consisting of approximately ___ units. The
Authority shall plan, develop or acquire and administer the 
Project which shall be located within the corporate limits of 
the City. The obligations of the parties hereto shall apply to 
each such Project and the City shall have no contractual 
responsibility with respect to the Project other than as
expressly provided in this Agreement.

3. (a) Under tht Constitution and laws of the State of Alaska,
the Project is exempt r -om all real and personal property 
taxes and special assessments levied or imposed by any 
Taxing Body. So long as either (i) the Project is owned
by a public body or governmental agency and is used for
low rent housing purposes, or (ii) any contract between 
the Authority and the Government for loans or annual 
contributions, or both, in connection with such Project 
remains in force and effect, or (iii) any bonds issued in 
connection with such Project or any monies due to the 
Government in connection with such Project remain unpaid, 
whichever period is the longest, the City agrees that it



will not levy or Impose any real or personal property 
taxes or special assessment upon such Project or upon the 
Authority with respect the thereto. During such period, 
the Authority shall make annual payments (herein called 
"Payments in Lieu of Taxes") in lieu of such taxes and 
special assessments and in payment for the public services 
and facilities furnished from time to time without other 
cost or charge for or with respect to such Project.

(b) Each such annual Payment in Lieu of Taxes shall be made 
after the end of the fiscal year established for such 
F.-oject, and shall be in an amount equal either (i) ten 
pe-cent (10Z) of the Shelter Rent charged by the Authority 
in respect to such Project during such fiscal year or (li) 
the .mount permitted to be paid by applicable State law in 
effect.' on the date such payment is made, whichever amount 
is the lower.

(c) No payment for any year shall be made to the City in 
excess of the amount of the real property taxes which 
would have been paid to the City for such year if the 
Project were not exempt from taxation.

d) Upon failure of the Authority to make any Payment in lieu 
of Taxes, nc lien against any Project or assets of the 
Authority shall attach, nor shall any interest penalties 
accrue or attach on account thereof.

A. During the period commencing with the date of the acquisition 
of any part of the site or sites of any Project and continuing 
so long as either (i) such Project is owned by a public body or 
governmental agency and is used for low-rent housing purposes, 
or (ii) any contract between the Authority and the Government 
for loans or annual contributions, or both, in connection with 
such Project remains in force and effect, (iii) any bonds 
Issued in connection with such Project or any monies due to the 
Government in connection with such Project remain uppald,
whichever period is the longest, the City, without cost or 
charge to the Authority or the tenants of such project (other 
than the Payments in Lieu of Taxes), shall:

(a) Furnish or cause to be furnished to the Authority and the 
tenants of such Project public services and facilities of 
the same extent as are furnished from time to time without 
cost or charge to other dwelling and inhabitants in the 
City;

(b) Notwithstanding the dote of acquisition the City shall
vacate such streets, roads, and alleys within the area of 
such Projects as may be necesFary in the development 
thereof, and convey without charge to the Authority, such 
interest as the City may have in such vacated areas; and 
Insofar as the City is lawfully able to do so without cost 
or expense to the Authority or to the City, cause to be 
removed from such vacated areas, Insofar as it may be 
necessary, all public or private utility lines and equip­
ment ;

(c) Insofar the City may lawfully do so, (i) grant such
deviation from the building code as are reasonable and
necessary to promote economy and efficiency in the devel­
opment and administration of such Project, and at the same
time, safeguard hejlth and safety; and (ii) make such
changes in any zoning of the site and surrounding territo­
ry of such Project as are reasonable and necessary sur­
rounding territory;

Cooperation Agreement
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(d) Accept grants of easements necessary for the development 
of such Project; and

(e) Cooperation with the Authority by such other lawful action 
or ways the City and the Authority may find necessary 
In connection with the development and administration of 
such Project.

5. In respect to any Project, the City further agrees that within 
a reasonable time after receipt of a written request therefor 
from the Authority:

(a) It will accept the dedication of all Interior streets,
roads alleys, and adjacent sidewalks within the area of 
such Project, together with all storm and sanitary sewer 
mains in such dedicated areas, after the Authority or its 
Developer has completed the grading, improvements, paving 
and Installation thereof, In accordance with specification 
acceptable to the City;

(b) It will accept necessary dedications of land for, and will 
grade, Improve, pave and provide sidewalks for, all 
streets bounding such Project or necessary to provide
adequate access thereto (in consideration whereof the 
Authority or its Developer shall pay to the City such 
amounts as would be assessed against the Project sites for 
such work it such site were privately owned); and

(c) It will provide, or cause to be provided, water mains and 
storm and sanitary sewer mains, leading to such Project 
and serving the bounding streets thereof (in consideration 
whereof the Authority or its Developer shall pay to the 
City such amounts as would be assessed against the Project 
site for such work if such site were privately owned).

6. If by reason of the City's failure or refusal to furnish or
cause to be furnished any public services or facilities which 
it has agreed hereunder to furnish or cause to be furnished to 
the Authority or to the tenants of any Project, the Authority 
incurs any expense to obtain such services or facilities, then 
the Authority may deduct the amount of such expenses from any 
Payment in Lieu of Taxes due or to become due to the City in 
respect to any Project or any other low-rent housing projects 
owned or operated by the Authority.

7. The City agrees to exempt the tenants of the Project and the 
Authority from the payment of sales taxes in conjunction withJ 
rents. '

8. No Cooperation Agreement heretofore entered into between the 
City and the Authority shall be construed to apply to any 
Project covered by this Agreement.

9. No member of the governing body of the City or any other public 
official of the City who exercises any responsibilities or 
functions with respect to any Project during his tenure or for 
one year thereafter shall have any Interest, direct or indi­
rect, in any project or any property included or planned to be 
included in any Project, or any contracts in connection with 
such Projects or property. If any such governing body member 
or such other public official of the City involuntarily ac­
quires or had acquired prior to the beginning of his tenure any 
such interest, he shall immediately disclose such interest to 
the Authority.
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10. So long as any contract between the Authority and the Govern­
ment for loans (Including preliminary loans) or ennual contri­
butions. or both, In connection with any Project remains In 
force and effect, or so long as any bonds Issued In connection 
with any project, or any monies due the Government In con­
nection with any Project remain unpaid, this Agreement shall 
not be abrogated, changed, or modified without the consent of 
the Government. The privileges and obligations of the City 
hereunder shall remain In full force and effect with respect to 
each Project so long as the beneficial title to such Project Is 
held by the Authority or by any other public body or govern­
mental agency, Including the Government, authorized by law to 
engage In the development or administration of low-rent housing 
projects. If at any time, the beneficial title to, or pos­
session of, any Project is held by such other public body or 
governmental agency, Including the Government, the provisions 
hereto shall Inure to the benefit of and may be enforced by, 
such other public bocy or governmental agency, Including the 
Government.

IN WITNESS WHEREOF, the City and the Authority have respectively 
3igned this Agreement and caused their seals or be affixed and attested 
as of the day and year first above written.

CITY OF ___ ___

BY:
Mayor

City of
SEAL

ATTEST:

, City Clerk

TLINGIT-HAIDA REGIONAL 
HOUSING AUTHORITY

BY:____________________________
Matthew Fred, Chairman

SEAL

ATTEST:

Joseph G. Wilson, Assistant Secretary




