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Alaska State Legislature

3111 C Street, Suite 150 D{@ Sesslon:

Anchorage, Alaska 99503 Box V
(90%) 561-2033 Juneau, Alaska 99811
(907) 465-4993
Senator Drue Pearce
District G
MEMORANDUM
T0: Dick Eliason, Chairman

Senate Labor & Commerce Committee

FROM: Drue Pearce ("

RE: SB 308

DATE: April 6, 1990

Please schedule a hearing as soon as possible for SB 308 which
concerns the taxation of state and federal properties by
municipalities. This Bill makes taxable real property acquired by

state or federal government agencies through foreclosure or deed
in lieu of foreclosure and retained for investment purposes.

The legislation was vrequested by the Alaska Municipal League
because millions of dollars of assessed values are being removed
from assessment rolls across the state by certain governmental
agencies which have foreclosed on property 1in which they have a
security 1interest. Some state agencies have been exempted from
taxation while others have been required to pay them. Inequities
are also created because exempt properties bear no tax burden but
receive the same services they did while 1in private ownership.

The Bill corrects this situation and extends to federal properties
similarly held and not otherwise exempt from taxation
by federal law.

This legislation is obviously important to the municipalities and
for this reason | am requesting that you expedite its scheduling
so we can have passage by this legislature.

DP:pc



Alaska State Legislature

3111 C Strel't, Suilt! 150 Dn(r)g
Anchorage, Alaska 99503 Box V
90q7) Juneau, Alaska 99811
(907) 465493

Senator Drue Pearce

District G

MEMORANDUM

TO Dick Eliason, Chairman
Senate Labor & Commerce Committee

FROM Drue Pearce
RE SB 308
DATE: April 11, 1990

SB 308 relates to the taxation of state and federal properties by
municipalities. The Bill makes taxable real property acquired by
state or federal governmental agencies through foreclosure or deed
in lieu of foreclosure and retained for investment purposes.

Under current state law some agencies of the State are treated
differently from others 1in regards to Jlocal property taxes on
properties obtained through default or foreclosure. Alaska Housing
Finance Corporation (AHFC) pays local property taxes realizing that
local services contribute to the value of its property. However,
the Public Employees Retirement System (PERS), the Teachers
Retirement System (TRS), and the Alaska Industrial Development and
Export Authority (AIDEA), which hold the majority of foreclosed
property in the State and also receive municipal services, do not
pay taxes on properties they have obtained through foreclosure
because local property tax exemptions have been provided by
statute. Certain federal agencies have also claimed they are
exempted by state law because of the general nature of present

statutory language.

This legislation was requested by the Alaska Municipal League 1in
order to recover the millions of dollars in assessed values being
removed from assessment rolls across the state by these exemptions.
The Bill also corrects exemption inequities and equalizes the tax
burden for properties receiving the same services they did while
in private ownership. SB 308 extends to federal properties
similarly held and not otherwise exempt from taxation by federal

law.



Passage of this legislation is supported by the Municipality of
Anchorage and the Alaska Association of Assessing Officers.

DP:pc



STATE OF ALASKA BILLVERSION: ~ CSSB 308 (C&RA)
1990 LEGISLATIVE SESSION PUBLISH DATE:
REQUEST: FISCAL NOTE
Revision Date: _ _ A%encyAffected: Commerce & Economic Dev.
Title:  An Act relatino to taxatlo_n_Tf_ . BRU:. Alaska Industrial Development &
certain state property by municinalities Export.Authoritv
SpOﬂSOﬂ Pearce ZfomponenB;

Requestor:  SEMtg,.CIRA.

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING Fy 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND «STRUCTURES

GRANTS. CLAIMS \

MISCELLANEOUS 200 400.0 400.0 400.0 400.0 JOoiuL

TOTAL OPERATING 400.0 400.0 400.0 400. 400.0 400.0

o

CAPITAL vl

REVENUE

FUNDING:  (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS
OTHER 400.0 400. .Q 400 fl ann
TOTAL -,.4Q(L0. ann n ann n ann

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ann n ann n
ann n ___fIfIQ.Q

jum o

ANALYSIS :  (Attach aseparate page ifnecessary)  nO fiscal impact for FY 90.
SEE ATTACHED

Pr_ep_ared by: — BerfcrflQLj., Wflg_non--—ExeriItiVP D.irprtnr Phn™ (9071 gfii.anc,.
Division: Alaska Industrial .Development.™ Export. Anthony 4/filgn

Approved by Commissioner: - WercuT_fetf- A Pty 4 70 7m0
Agency; “Department orCornrterce & Economic”Development

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget .
Impaned Agency(ies)

LW/dgl16692D/040690a



ANALYSIS
CSSB 308 (C&RA)

The tax on $27 million of defaulted loans at an average of 15 mills would equate to
approximately $400,000. Over the years, property acquired through foreclosures should

decrease while the value of property will increase.

No property owned by the authority

under its development program is included (DeLong Mountain) as CSSB 308 (C&RA)

would not put them on the tax rolls.

NUMBER OF
LQgAL-G.Q-YERJM ENT ERQEEKEES

Municipality of Anchorage 39
Fairbanks North Star 6

Borough
Kenai Peninsula Borough 5
Matanuska-Susitna Borough 7
City & Borough oflJuneau 2
City & Borough ofSitka 1
City ofValdez 1
North Slope Borough JL
Total £2

6692D-2/040690a

ASSESSED VALUE

$17,434,400

2,088,620

2,602,900
2,148,800
565,000
825,730
817,400
482.900

$26,965,750

Page 2 of2

AIDEA PAYMENT
(Excluding Bank
Owned Portion)

$292,001

32,392

27,418
26,592
6,905
3,606
12,220
8.871

1410.225



STATE OF ALASKA BILL VERSION: SB 308
1990 LEGISLATIVE SESSION PUBLISHDATE: H ~1-

FISCAL NOTE
REQUEST:

t. ot Commerce
Agency Affected: & Economic Development

BRU ;AK Industrial Development and
Export Authority

Revision Date:
Tiiie: An Act relating to taxation of
certain state property by municipalities

Sponsor: Pearce

Components f-———————————————
Requestor:Senate C & RA

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS 1,000.0 1,000.0 1,100.0 1,200.0 1,200.0 1,200.0

TOTAL OPERATING l.gP# 0 1,000.0 1,100.0 1,200.0 1,200.0 1,200.0

CAPITAL
REVEFjr=

FUNDIN*® “Thousands of Dollars)

GENERAL P

FEDERAL ,NDS

OTHER 1.000.0 1,000.0 1,100.0 1,200.0 1,200.0 1,200.0
TOTAL —LmySL- !:000.0 , 190.9. w 1-200.0 1.200.0  1.200.0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS :  (Attacha separate page ifnecessary) No fiscal impact for FY 90.

The tax on $27 million of defaulted loans at an average of 15 mills would equate
to»approximately $400,000. The DeLong Mtns. Transportation Project at $150
million at 4 mills would equate to approximately $600,000. Over the years,
property acquired thru foreclosure should decrease while development projects
(Red Dog, Dutch Harbor, et.al.) should,.!

Preparedby: Bertram L, HaRno_a, AIDEA Phone (907) 561-8050
Division: A I D E A e—j £ Date:

Approved by Commissioner: . Date:

Agency: Commerce and Economic Development.

Distribution (bypreparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agcncy(ies) page. of



Senator Drue Pearce
State of Alaska

Senate Office Building
Juneau, AK. 99811

Dear Senator Pearce:

I am sorry that your bill SB3G3 has becc/re so confused ana sincerely wish we
could have 1lad discussion earlier, I introduced the 1issue to the Alaska
Association of Assessing Officers and, on their behalf/ to the Legislative
Ccrrmittaa of AMD in 1237. yjy awareness cane as a result of a very cicao friend
who defaulted or. a mortgage secured by TRS anci lias since lived in his forcer
home on a month to month rental with: no liability for taxes as the property
belong to the Dacarunsnt of Favenus, an exempt agency. JTuj.Th.tr research
requested through CCFA rb"/aaied a number of residential ar.d ccrrmsreial
properties in various municipalities and ranted to occupants, yet exempt from
taxes. Inquiries to obtain copies of lease agreements were “unsuccessful as
these month to month arrangements ere not describee _n cceir.var.t2 nor precisely
known by D0?, as they are negotiated by agencies and renters clangs or. » month to
month basis.

This is the reason PKR5, TP3 and AIDA were mentioned in Aid- Policy as exarrples
compared to HUD and AHFC which do pay for maintenance of public services through
local property tax, presur.ung That failure to prcrudoe services iniulei harr. future
value of surplus properties.

Since that time (1333) it has cans to light that there are a number of State and
Federal investment entities which pledge public faith and funds to secure
various mortgage instruments fligject to foreclosure, cr deed in lieu of
foreclosure reversion to the entity. The list- has grown to includei Fart; Herb
Administration, SEA, various Federal retirement Funds, ?S58, TI<S, AIDA,
Agricultural Revolving Loan Fund, Permanent .Fund, and theunique one 1 have
dealt rvith, the U.S. Coaat Guard widows PvStiresnent Fund. The 1list is very
extensive considering that any federal cr state fiduciaries of funds could hold
"_mortgage or security interest in property in the state chat ccuid bo 2ub“t-cc of
foreclosure, or deed in lieu of foreclosure.

With this background it Is pirobsbiy morn direct to first review what ,;as net
intended originally:

It was not intended that a state or federal agar.cy ba taxvd on face that it
has Minvested" in a .mortgage instrument. Ths agency should be r.o mere
responsible for taites I*«vitid cn thn prcoaoiy than cry ocher mortgager
(bank). The mortgagee 1is the owner of record and is specified in Title 23
as the recipient of tux notices and bills. Failure of th* moregages to
settle lien for taxes jx-sulcs 1in fcrc-dcrur-e by tiro ru-niripality. At ihé&ri
tiro the mortgagor may ?ct to preaarv*.* their security interest but In titLog



so they assure responsibility to satisfy pr»:«bf:t Wu r.ibuio U«n3 assessed
during their possession.

It was net intended fch&U property o" t.vs SCAte c: fosisral go""torrent be
taxed, by virtue of security .tr.reresc hcldiig any nxre than * baix .

Viliat was intended is that where a state- or Sati&nl ugency tir/osts in rbrvgages
or other security interest in property ani only when foreclosure or eie=d ir. lieu
of foreclosure occura, the agency (incxtgtgor; hz- required to assume
responsibility tc pay for public services which ccntithuto to the future resale
value of the property (i.e. fira protection, police, utilities, schools, etc.)
for only that period they are ir, possession .in ttr.térpt to resale. Federal Ilow
rscognices this responsibility (HUD) and State ST.acuta recogiiizea tins m case
of AHFC.

Hopefully, this frames tlsa larger policy issues your bill addresses:

1. Should state ager.ciea benefit frcr. exemption from tax net. available to
ether mortgage investors or prcpesty managers.

2. Should exemption frcra taxes be por.riccsd wha/e it impacts municipal
services which, 1in turn, affect the future value of foreclosed properties.

3. Should different stateagencies be treated differently as regards
property taxation.

4. Should certain federal agencies beperm.lItted to claim fadsral
exemption even where USC is permissive to local taxation but for lack of
specific mention in Alaska statute.

The amendments submitted 2/15/DC were prepared 1in conjunction with AML, one
State Assessor, and Mr. Ga.tti, MSB Attorney, to address issues creator char. gust
PET<E, TRS and AIDA, the foilwing is & brief analysis:

AS29.34.030(3) (1)

A. This is current statute, which prr/id.-stint an jiasigned iivierfest Jr.
public property is taxable to the recipient of interest, 1iIn these cases
the scata retaiiti full title to the property but crsatas ? determinable
possessory interest assigned bo a private party. The pouoesscry interest

( i1s regularly tcared where there -are bst.ecndriioie- c-arms or.d conditions of
assignment. This 1is not liie case with property by the tepartmanx
of Revenue as previously discussed.

B. Titis sQCtion {specifies the only two ccndLeinnn m /.then property owned
by a state or federal agency may become “labia for property tax;
foreclosure and deed in liev. of foreclosure. It does not permit taxation

in casos of relinquishment of rights or default or. ootvr.racts whttrs thtrvs ia
no dead of truac.. Aside from concern .oh,cut ?&\ Dog Mir.e Hoad, this
specific emission is r.c m.uecluda taxation of property nubjact of state land
disposal programs. These lands are- expected to rurum to the public Jtrain
when private interest expires, Generally deeds =>f trur.c 1jr> not recorded
by Department of Revenue for there transactions.



Finally addressed ia the situation wherein a state or federal aga;:cy nay
elect to use and occupy surplus property fcr administrative pufpcsaa, Thie
ia an option normally reserved in federal cede and in statutes cf other

states.
C. This section io specific to federal property and is taken frem
statutes of the State of Oregon. It ia the enabling language which

unequivocally permits taxation of federal property where waiver of
3QvF> sign immunity is contained in federal code,

AS529.45.295

This section adds penalty, interest and collection cost recovery in cases
of delinquent payment of taxes sindiar to sublet of bill 333C7. Because
cf inclusion c¢f federal property it substitutes "appropriate court” ratter
tlian "superior court” as proper proceeding. Mote also that AS29.4S.-iSO
deads  wi* payment cf taxes upon public utilisation, between
inunicipaiiuiea. This is not part ¢f the foreclosure process as prescribed
by Title .23 nor would it be prudent that other municipalities arc net
granted what tliay are due in actions regarding state and federal property.

It is my hope that this local view is helpful to you. | very much lock forward
to a work session suggested by Senator Szymanski. Meanwhile, however, if there
are questions that I might answer, please feel frse co contact me.

Yours truly,

Gar~S. Lewis
Borough Assessor
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i#
Senator Pearce, february 18, 1990
= Page 2

| am sure that other municipalities are in this same position
We need your helpl

Sincerely,

Steve Bainbridge
City Adm inistrator
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ALASKA ASSOCIATION QF ASSESSING OFFICERS

February 23, 1990

Senate Camunity and Regional Affairs Comrdttee
Senators Symaneki, Frank, Pearce, Porchot and Adams
Mail Step 2100

Juneau, Alaska 99811

RE: Alaska Association of Assessing Officers Position on
SB 308 - Taxation of Certain State Agencies

Dear Senators:

The purpose of this letter is to clarify to the Ccrmittee why the
Alaska Association of Assessing Officers and several municipalities
have taken a supportive position on SB 308, We do believe, however,
that the bill as introduced, does not accurately reflect the intent of
our Association or the AML Policy Statement and should be amended. We
will offer an amendment in this letter.

This legislation was requested due to the fact that there are millions
of dollars of assessed values being removed fran assessment rolls
across the State by certain government agencies which have foreclosed
an property in which they have a security interest. Some of the State
agencies are exempted by the statutes which created the agency, while
others, like Alaska Housing Finance. Corporation, are required to pay
taxes.

There are three agencies which constitute the majority of the property
described above: Alaska Industrial Development and Export Authority/
(AIDEA), Public Employees Retirement System (PERS), and the Teachers
Retirement System (TRS). These agencies participate in the financing
of catmercial properties and when a foreclosure occurs, the agencies
are listed on the documents as owner and consequently, are automat—
ical.lv exempted.

In many cases, the properties are leased and the agencies collect the
rents. The rents obtained by tlie agency should approximate market
rents, which will have a built in factor for taxes. |If the agency
rents at belcw market rents, they have an unfair advantage over the
private sector in that they are not responsible for payment of proper—
ty taxes. This creates an inequity not only for the private sector
which competes with the agencies, but also shifts the tax burden away
from these properties while they receive the same services they did
while in private ownership.

We realize that not all properties owned by these agencies may be
rented or if so, may net command a positive cash flew, however, they are

a vow?¥* WVSO0o:I€eo oe €
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Paga 2

carpeting v".th the private sector, receiving comparable services and
yet still maintain a distinct advantage over comparable property
within the same jurisdiction.

We have recently encountered a situation whereby certain federal
agencies, which are taxable pursuant to federal law, insist that they
are exempted by our own state statutes. AS 29.45.030(a)(l) states:

"29.45.030, Required exemptions, (a)The fo" owing property is exempt
from general taxation:
(» municipal, state, or federally owned property, except that a
private leasehold, contract, or other interest in the
property is taxable to the extent of the interest.”

This language seems to exempt all federal property regardless of any
permissive taxing language which may be contained in federal law. We
believe that by changing the current statute to allow for taxation of
these properties, if permissive federal law exists, this problem will
be solved. Currently, several large federal agencies, such as FDIC,
FSLI0, HUD and VA, pay municipalities taxes for property which they
have taken title to under a foreclosure proceeding. Farmers Heme
Administration has chosen not to make tax payments, citing as part of
their argument, AS 29.45.030(a) (1).

Therefore, we request that the committee recannend passage of SB 308
with the following amendments. ~

Page 1

Line 6 - For an Act entitled: "An Act relating to taxation of certain
state and federal properties by municipalities; and providing for an
effective date.”

Page 1
Line 11 - Except as provided in AS 29.45.030(a)(1), ---- -
Page 1

Line 23 & » ... AS 29.45.030(a) 1is amended to read:
(@ The following property is exempt from general taxation:
(D municipal, state, or federally owned property,
except that
(A a private leasehold, contract, or ether interest
in the property is taxable to the extent of the
interest;

(B) property held by state entitles as a result of
foreclosure or accepted through a deed in lieu"of
foreclosure and not used for administrative purposes by
an exempt entity shall be taxable to the extent
provided in other provisions of law7
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Page 3

©) property of the United States, Its acfenciea, or
insmimentailtleB la exempt frctn taxation only to the
extent that taxation thereof is forbidden bv federaT"
law.

Page 2

Lina 22 - Sec. 29,45,295 Collection of Delinquent Taxes on Certain

State and Federal Property,
fa) Property taxable under AS 29.45.030 (a)(1)(B)

() A municipality may bring action in the superior
court to compel payment of property taxes, including
penalties, <x>ilectlon coats, and interest due from a
state or federal agency if the agency la delinquent in
payment after the date that the taxes are due.

Page 3

Line 5 - Except as provided in AS 29.45.030(a) (@

Page 3

Line 18 - Except as provided in AS 29.45.030(a) (@

We would like to express coir appreciation to each member of this
Committee for the dedication shown in attesting to cure the
inequities found in our tax laws. We remain available to you for

questions and hope that you will take advantage of the vast amount of
information and expertise which exist within our Association.

Sincerely,

ALASKA ASSOCIATION OP ASSESSING OFFICERS

Mickey Keller
President

Steve Van Sant
Vice President





