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WALTER J. HICKEL, GOVERNOR
AEAERFLYTQ

1031 W. 4TH AVENUE. SUIT
ANCHORAGE. ALASKA 995

PHONE: %907; 269-5100

E 200
01-19

1-1994

FAX: 907) 276-3697

KEY BANKBUILDING
100 CUSHMAN ST.. SUITE 400

FAIRBANKS. ALASKA 99701-4679
PHONE: (907) '152-1568
FAX: 907) 456-1317

BOX 110300 -STATE CAPITOL
VNEAU. ALASKA 99811-0300

PHONE: (907) 465-3600
FAX: 907) 463-5295

RE: HB 66 relating to property tax
exemptions

Dear Representative Olberg:

It is our understanding that HB 66, relating to property
tax exemptions for certain primary residences and to property tax
equivalency payments for certain residents, has been referred to
your committee. The purpose of this letter is to recommend the
adoption of an amendment to the bill, copy of which is enclosed.

After reviewing this bill, the Legislative Affairs Agency
has suggested an amendment that we agree is appropriate. The
amendment would be to delete Section 1 in its entirety (at page 1,
lines 5 - 12), renumber the remaining sections accordingly, and add
AS 29.45.030(h) to the list of sections to be repealed 1in the
current Section 4 (at page 2, line 27). This amendment 1is
recommended because with the repeal of the property tax exemptions
in AS 29.45.030(e) and (f) as proposed in this bill, there would be
nothing left in AS 29.45.030 that would effect a similar property
tax exemption granted by a municipality. Therefore, there 1is no
need for the bill to include such a provision.
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The Honorable Harley Olberg February 5, 1993
HB 66 relating to property tax Page 2
exemptions

Please let ne know if you have any questions about this

matter.
Sincerely yours,
CHARLES E. COLE
Barbara J. Blasco
Assistant Attornew General
BJB:cp
cc: Deborah E. Behr, Assistant Attorney General

Department of Law

Tam ra Cook, Director, Division of Legal Services
Legislative Affairs Agency



WALT _,3 J. HICKEL

CDVEBNOU

State ok -Alaska

CrriCE 3F The governor

J UNEAU

January 15, 1993

The Honorable Ramona L. Barnes
Speaker of the House

Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

Dear Speaker Barnes:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, Il am
transmitting a bill relating to the mandatory and optional property tax exemptions
for residences of senior citizens, disabled veterans and their widow or widowers,
and to property tax equivalency payments for certain residents.

The bill provides for municipalities to offer tax exemptions to these people and
repeals the mandatory property tax exemption. The bill also repeals the
provision for state reimbursement to municipalities for property tax revenue lost
to the municipality by operation of the mandatory tax exemptions. Also, the bill
repeals the provision for a property tax equivalency payment from the state to
persons who rent a residence but would otherwise qualify for a mandatory tax
exemption (the "renter®s rebate™ program). Finally, the bill has a retroactive
effective date to January 1, 1993.

Due to declining state revenue, it has become apparent over the past several
years that the state can no longer afford to fully pay for the municipal
reimbursement program for the mandatory senior citizen or disabled veteran
property tax exemptions. As a result, municipalities have not been reimbursed in
full for the tax revenue lost due to the mandatory property tax exemptions. This
bill will allow municipalities to decide whether they wish to exempt such property
from taxation inwhole or in part. |If they choose to exempt the property, they
will, of course, lose tax revenue, but that decision will be up to the individual
municipality and will not be mandated by the state.

Also, again due to declining state revenue, the state has not fully funded the
"renter"s rebate"” program during the past several years. It is appropriate that
this program be repealed at the same time as the mandatory property tax



The Honorable Ramona L. Barnes
January 151993
Page 2

exemption provision in order to ensure that, for property tax purposes, the state
is treating seniors and disabled veterans who rent a residence in a manner similar
to seniors and disabled veterans who own a residence.

lurge your prompt consideration and passage of this bill.

Governor



STATE OF ALASKA

DEPARTMENT OF COMMUNITY
& REGIONAL AFFAIRS

POSITION PAPER

Bill No.. HB 66 by Governor DCRA FN: Zero (attached)
Position: Support

Title:  An Act relating to municipal property tax exemptions
for certain residences and to property tax equivalency
payments for certain residents; and providing for an
effective date.

This bill effectively repeals the mandatory provisions of the senor citizens,
disabled veterans, and their widow or widowers, property tax exemption;
and the rent rebate program for this class of individuals.

The legislature created this program in 1973, but has neglected to fully
fund the reimbursement to communities since 1985. In FY 93, the current
budget year, the program was only funded at 22% of the total tax liability
to municipalities exercising property tax powers. The estimated cost of the
property tax program in FY 94 is $15.4 million. The legislative
appropriation in FY 93 was $2.8 million.

The renters rebate program was instituted to treat seniors and disable
veterans that do not own their home, but instead rent, giving them the
same advantage granted senior citizens and veterans that own their own
homes. Funding for this program in FY 93 was $0,820 million. Full
funding for this program in FY 94 would require $1.3 million.

The department strongly supports making this program locally available as
a taxation option. Encouraging seniors citizens and disabled veterans to
remain in a community, in their own residences, is an issue best handled
through local government, in light of the legislative funding history. As a
result the department has submitted it's proposed FY 94 budget to the
Governor and to the legislature, with this program zero funded.

Edgar Blatchford Date
Commissioner



STATE OF ALASKA

DEPARTMENT 0 F COMMUNITY
& REGIONAL AFFAIRS

Sectional Analysis

Bill No.: HB 66 by GovernorDCRA FN: Zero
Position: Support

Title: An Act relating tomunicipal property tax exemptions
for certain residences and to property tax equivalency
payments for certain residents; and providing for an
effective date.

Section 1. Amends AS 29.45.030(h) to allow municipalities the authority
to grant a property tax exemption for senior citizens or a disabled veteran.

Section 2. repeals DCRA's regulatory making authority for the authority
granted in AS 29.45.030(g), dealing with reimbursements, which is
repealed by Section 4 of this Act.

Section 3. adds a new section to AS 29.45. This section, AS 29.45.052,
OPTIONAL EXEMPTION FOR CERTAIN PRIMARY RESIDENCES, gives specific
authority for municipalities to grant senior citizens, disabled veterans, or
their widows or widowers, an exemption from property taxation by
municipal ordinance. This ordinance may be based on need. There may
only be one exemption for the same property. Transfer of a property for
the purpose of receiving the exemption is prohibited. The section also
includes an appeals process where a dispute results from a possible
conveyance of a property for the purpose of obtaining the exemption.

Disabled veteran is defined as a veteran with a 50% disability incurred as a
result of military service.

Real Property is defined to include mobile homes.

Section 4 repeals all aspects of the state mandated property tax
exemption and renters rebate for senior citizens and disabled veterans.

Section 5 makes this Act retroactive to January 1, 1993.

Section 6 is an immediate effective date.



Municipal Property Tax
Exemptions/Property Tax

HOUSE BILL NO. 66.by THE RULES COMMITTEE BY REQUK ' OF THE GOVERNOR. Relaua to
municipal property tax exemptions for certain residences and to property tax equivalency
payments for certain residents (see accompanying letter from the Governor).

Introduced January 15,1993 and referred to the Community and Regional Affaire Committee,
the Health, Education and Social Services Committee, and the Finance Committee.

In his message accompanying the bill, Governor Hickel stated:

Under the authority of art. 11l, sec. 18, of the Alaska Constitution, | am
transmitting a bill relating to the mandatory and optional property tax
exemptions for residences o f senior citizens, disabled veterans and their
widow or widowers, and to property tax equivalency payments for
certain residents.

The bill provides for municipalities to offer tax exemptions to these
people and repeals the mandatory property tax exemption. The bill
also repeals the provision for state reimbursement to municipalities for
property tax revenue lost to the municipality by operation of the
mandatory tax exemptions. Also, the bill repeals the provision for a
property tax equivalency payment from the state to persons who rent
aresidence butwould otherwise qualify for a mandatory tax exemption
(the "renter's rebate" program). Finally, the bill has a retroactive

effective date to January 1, 1993.

Due to declining state revenue, it has become apparent over the past
several years that the state can no longer afford to iully pay for the
municipal reimbursement program for the mandator, senior citizen or
disabled veteran property tax exemptions. As a result, municipalities
have not been reimbursed in full for the tax revenue lost due to the

AjHsndatory property tax exemptions. This bill w ill allow municipalities

f|&ttedde whether they wish to exempt such property from taxation in
ifljjBIt or in part. If they choose to exempt the property, they will, of
course, lose tax revenue, but that decision wiill be up to the individual
municipality and will not be mandated by the state.

Also, again due to declining stale revenue, the state has not fully
funded the "renter’s rebate" program during the past several years. It
is appropriate that this program be repealed at the same Ume as the
mandatory property tax exemption provision in order to ensure that, for
property tax purposes, the state is treating seniors and disabled veterans
who rent a residence in a manner similar to seniors and disabled
veterans who own a residence.

SUMMARY FROM ~
LEGISLATIVE REPORTING SERVTGE



STATE OF ALASKA

FISCAL NOTE :__4

Bill Version: HB 66
(H) Publish Date;_ 1/15/93

1993 LEGISLATIVE SESSION

Revision Date:

Department Affected:  Administration

Title: An act refatino to municiDal tax exemptions

Sponsor: Rules Committee

Requestor: Governor

BRU: Div. of Pioneers' Benefits
Component: Central Office

COMPONENT SERIAL NO. A

Expenditures/Revenues:
OPERATING

PERSONAL SERVICES

TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING

CAPITAL

REVENUE
FUND SOURCE:

FUNDING:

1002 Federal Receipts
1008 GF Match
1004 GF

1006 GF/Program Receipts

1006 GF/MHTIA
OTHER
TOTAL

FULL-TIME
PART-TIME
TEMPORARY
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Estimate of current year (F$3) impact: 0

ANALYSIS: (Attacha

page if necessary.)

There is no fiscal impact aerograms in the Division of Pioneers’ Benefits

PreDared bv:  Dennis L.

*
'//l S,

DeWitt. Director j 77/ 1 » Phone: 465-4400

Division: Pioneers' Bengfits Date: 12202

Annroved bv Commissioner:  Nancy Bear Usera*” ATn

Anencv: Administration

Rev 11/92

I Date: ivaiM
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor®s Legislative Office
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140, £
Sill Version:  hb 66

STATE OF ALASKA . _
1993 LEGISLATIVE SESSION FISCAL NOTE (H) Publish Date: 1/15/93

R_evision Date: _ Dept. Affected: Community & Regional Affairs
Title: ‘An Act relating to property tax BRU: Senior Citizens/Disabled Veterans
exemptions....* Component: Renters Equivalence Rebate

Sponsor

Requestor: COMPONENT SERIAL NO. 654

ExpendituresyRevenues: (Thousands of Dollars)

OPERATING FY 94 FY 95 FY 9 FY 97 FY 98 FY 99
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEQUS

TOTAL OPERATING 0 0 0 0 0 0
CAPITAL
REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 0 0 0 0 0 0
1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 0 0 0 0 0 0
POSITIONS:

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

Estimate of current (FYS3) Impact s none
ANALYSIS:  (Attest a separate page It necessary)

The Renters ebaSa.fltogr M was instituted in order to treat seniors, who paid rent for their homes, on an
equitable basis wifft'tnose seniors who owned their own homes in terms of property tax relief. Since the
Homeowners’ PI0JrdM m being proposed for deletion with legislation making It a local option of the municipality,
funding for the RENEIS Rebate program is also being deleted.

NOTE:
Prepared by: 6 K & rfforic i Phone: 465-4708
Division: Administrative Services Date:
Approved by Commissioner: /f) Pohd Date: /iL

Agency: Community & Regional Affairs
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
Page | of 1



Bill Version: hb 66

STATE OF ALASKA ; .

1993 LEGISLATIVE SESSION FISCAL NOTE (H) Publish Date: - 1/15/93
Revision Date: Dept. Affected; Community & Regional Affairs
Title: 'An Act relating to property tax BRU: Senior Citizens/Disabled Veterans

exemptions.... Component: Homeowner's Property Tax__

Sponsor Exemption
Requestor: COMPONENT SERIAL NO. 653
Expenditures/Revenues: (Thousands of Dollars)
OPERATWG FY 94 FY 95 FY 96 FY 97 FY 98 FY 99
PERSONS. SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIR/ENT
LANDii STRUCTURES
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEQUS
TOTAL OPERAUNG 0 0 0 0 9 0
CAPITAL
REVENUE FUND SOURCE:
FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 0 0 0 0 0 0
1005 GF/Pr.,gram Receipts

1006 GF/MHTIA

Other

TOTAL, 0 0 0 0 0 0

POSITIONS:

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

TEMPORARY

Estimate of current (FY93) Impact $ none

ANALYSIS! LgAttach a separate pa?e If necessara
As the law ¢ rrent/eadsts municipalities are requir to fund the balance of the program not funded by the
ftate Full fund rn&] We th rs o[ f%ram IS a%oroxrmaterr 13 million, however at the currént state enera fnd
eve of 26838.13 (21.CQI or full fundin ount),muriicipalities arerequired, ystatute to fund e balance.
This places an extreme hard shrP on unrcr artreswm re alreedy facedwith decrnrd revenHesTI]erefore
the deﬁlartment pro osest delete tne fun mg or this program “and support legislation which would make the

program a local ‘option of the municipalities.

Noto:  TTMfiscal impyt is/reflected In the proposed FY94 operating budget.
Prepared by. PfEsr)/l/sZQ & 4 U Phone:  465-4708
Division: - Administrative Services Date: 1
Approved by Commissioner Date:

Agency:  Community & Regional Affairs
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
Page 1 of 1







Senior Citizens/Disabled
Veterans Property Tax

Exem ption M andate

The Alaska Municipal League supports legislation to
solve the problem ofthe unfunded mandate Imposed
on municipalities by AS 20.45.030/tidtleheelflU6alies
the Senior CRIzenf/DIsabted Veterans Property Tax
Exemption Program. The League supports replace-
ment of mandated municipal property tax exemptions
with a direct state rebate program for qualified senior
citizens and disabled veterans who pJd real property
taxes on qualified property.

Unfunded mandates are a major element contributing to
the increasing costs of government at both the state and
local levels. Environmental regulations passed down
from the federal to the state to the local level are but one
example of unfunded mandates. Another mandate, one
that has cost Alaskan municipalities over $45 million
during the last eight years, is the Senior Citizens/Dis-
abled Veterans Property Tax Exemption Program, a
program that is steadily growing atthe sametime funding
for it is shrinking.

In 1973, a program to exempt senior citizens from local
property taxes was enacted bythe Alaska Legislature. In
order to make the program workable for municipalities,
the program included a provision that tho state would
reimburse municipalities fortax revenues lostbecause of
the exemption. The intent of the original exemption, for
those over 65, was to make it easier for senior citizens to
remain intheirown homes and, thus, to remain in Alaska
A complementary program, which provides refunds di-
rectlyto seniorcitizen rentersto compensate for property
tax included in their rent charges, was also enacted in
1973. In 1985, the programs were extended to include
disabled veterans with a disability of 50 percent or more.

AS 29.45.030(e) requires municipalities to exempt from
local property tax th e real property owned and occupied
asthe primary residence and permanent place of abode
by (1) resident 65 years or older; (2) disabled voteran; or
(3) resident at least 60 years old who is the widow or

31



widower ofa person qualified” for such an exemption, up
toan assessed value 0#$150,000. Although this exemp-
tion is mandated by state law, full funding for the man-
dated exemption has not been provided by the state
since 1985, which has meant that all other (i.e., non-
senior or disabled veteran) municipal taxpayers have
beenforced to hearan additional tax burden ormunicipal
service levels have been reduced because of the costs
of this underfunded mandate.

Figure 4 -Funding History -Senior Citizens/
Disabled Veterans Property Tax
Exemption Program

5iC000000
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The total cost of the program, which was $197,050 in
. 1973 whenthe program was begun, has grown sutadijfr,

->eaettao «fter$lZ s raffietttoP*id (see Figure. 43N rY’

"_th««"agfropd""k>n orth* program _

*juBtover22 percentofthe total cost_o1‘th|s§|3|A i|"ate,
The estimated cost of the exemption p«s@wnfstffTe4
Is$11

The last year the legislature provided full funding for the
homeownerstpro ram was 1985, when 5,418 taxpayers
were eligible for the exemption and fust over $4 million
was appropriated. Since then the number of apﬁllcants
for the ‘exemption has more than doubled, with nearly
11,000 senior citizen* and disabled veterans claiming
the exemption for FYi*S. The growth in exemptions
claimed was 14 percartfrom FY92 to FY 93 alone. In
1990 the average value ofthe exemption per person was
estimated to be $1,000, and for FY 93 the average
exemption claimed was $1,374.

32

Durln? those same years, Alaskan municipalities have
been forced by inflation, population increases, and cut-
backs in state aid to increase property tax rates, which
has intensified the |mPact of the shortfunding on munici-
Pal budgets and local taxpayers. Inthe last elght_years,
he unwillingness of the Ie(t;lslatur,e and the administra-
tion to appropriate adequate funding for this state-man-
dated program has cost local taXpayers nearty $45
million. InFY 93 alone, for instance, non-exempt taxpay-
ers in Alaska's municipalities were require to pay an
additional $10 million in groperty taxes, or 78 percent of
the cost of the progi_ram, ecause reimbursement torthe
mandatory exemption was underfunded.

Table 7 shows the cost of FY 92 underfunding to indi-
vidual municipalities and their taxpayers; FY 93 data are
not yet final.

Table 7: FY 92 Cost to Individual Municipalities
ofUnderfunding ofthe Senior Citizens/
Disabled Veterans Tax Exemption

Program
o Cost of
Municipality FY 92 Underfundino
Anchorage $4,234,348
Brictol Bay Borough 2,937
Cordova 15,653
Craig 3,549
Dillingham 8,976
Eaglo 224
Fairbanks North Star Borough 1,049,667
Haines Borough 43,617
Juneau 691,369
Kenai Peninsula Borough 640,660
Ketchikan Gateway Borough 329,244
Kodiak Island Borough 100,150
Matanuska-Susitna Borough 968,536
Nenana 6,634
Noma 42,263
North Slope Borough 15,455
Pelican 1,049
Petershurg 94,472
Sitka 90,278
Ska%way 15,134
Unalaaka 2,518
Valdez 28,511
Whittier 514
Wrangell 41,938
Yakut*; 6.652

Tcta! Shortfall INFY 92 $8,454,350

Source: Department of Community and Regional Affaire
33



Local taxpayers should not have to pay the costs of this
state-mandated program without having a chance to
make a conscious decision on whether ot not they want
to provide the tax exemption for senior citizens and
disabled veterans. Ifthe legislature wants to provide tax
relief for these groups, K Should be provided through
state-administered tax rebate programs.

Table 8: Senior Citizens/Disabled Veterans
Property Tax Exemption Program

Shortfall/

Coal to
S State Municipal
Nt Entitlement  Appropriation Taxpayers*  %bh
1985 54,005,075  $4,005,075 5 0 1000
1986 4,977.451 4,006,600 968.851 79.5
1987 6,325,763 2,770,300 3,555,463 43.8
1988 6,753,663 2,622,969 4,130,694 38.8
1989 7,464,557 2,782,300 4,682,257 37.3
1990 8,627,061 2,557,900 6,069,151 29.6
1991 9,585,192 2,557,900 7,027,292 26.7
1992 11,293,150 2,838,800 8,454,350 25.1
1993 12,829,291®@ 2,838,800 9,990,491 2.1
1994 15,395,1497 0% 15,395,149 00.0

*The actual coat to municipalities exceed* this figure by S100,000 ¢

5160,000, depending on the underfunding of the renteis
rogram.

bRatio of state expropriation (reimbursement to municipalities) to
the total coat of the program.

CFY 93 figure* are estimated and subject to final audit

dEstimate as of lanuary 1993

'‘Governor Hickel'e proposed FY 94 budget released In December
1992, include* no funding for thia program nor for the renters
rebate program. Governor Hickel has Indicated that he will
introduce legislation to eliminate the state-mendated program
and mak# ita local oPtion.

Source: Department of Community and Regional Affair*
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8§29.45.020
fled municipality may

functions;
ns limited to the area

nctions limited to the

property tax subject to
[nay levy a property tax

sonal property, the tax
vided in this chapter.

ie the tax violated AS
kvhich specifically prohibits
p x rate higher than that
to "other property taxable
lipality.” City of Valdez v.
Community & Regional Af-
li 532 (Alaska 1990).

M unicipal Corporations,

84 C.J.S., Taxation, § 57 et

Junicipality levies and
provide the following

ias been allocated the
municipal purposes

f.AM ASSIS-

$
loOL CON-

$
btjon as-
3
IUNICIPAL

ID $

* 29.45.030 Municipal Government §29.45.030

The millage equivalent of this state aid, based on the dollar value of
a mill in the municipality during the current assessment year and
for the preceding assessment year, is:
MILLAGE EQUIVALENT
PREVIOUS YEAR THIS YEAR
PUBLIC SCHOOL FOUNDATION
PROGRAM ASSISTANCE <« -MILLS <« -MILLS
STATE AID FOR RETIREMENT
OF SCHOOL CONSTRUCTION
DEBT .. -MILLS < .. -MILLS
MUNICIPAL TAX RESOURCE
EQUALIZATION ASSIS—
TANCE ... .MILLS <« -MILLS
STATE AID FOR MISCELLA—
NEOUS MUNICIPAL SER—

VICES - - -MILLS - .- -MILLS
TOTAL MILLAGE EQUIV —
ALENT ... .MILLS - -MILLS>”

Notice shall be provided

(1) by furnishing a copy orthe notice with tax statements mailed for
the fiscal year for which aid is received; or

(2 by publishing in a newspaper of general circulation in the mu —
nicipality a copy of the notice once each week for a period of three
successive weeks, with publication to occur not later than 45 days
after the final adoption of the municipality 3 budget.

() Compliance with the provisions of this section is a prerequisite
to receipt of municipal tax resource equalization assistance under AS
29.60.010 — 29.60.080 and state aid for miscellaneous municipal ser—
vices under AS 29.60.10G6- 29.60.180. The department shall withhold
annual allocations under those sections until municipal officialsdem —
onstrate that the requirements of this section have been met. (812 ch
74 SLA 1985)

Sec. 29.45.030. Required exemptions, (@ The following property
is exempt from general taxation:

() municipal property, including property held by a public corpora—
tion of a municipality, or stace property, except that

(A) a private leasehold, contract, or other interest in the property is
taxable to the extent of the interest;

(B) notwithstanding any other provision of law, property acquired
by an agency, corporation, or other entity of the state through foreclo—
sure or deed in lieu of foreclosure and retaired as an investment of a
state entity is taxable; this subparagraph d "s not apply to federal
land granted to the University of Alaska m.ler AS 14.40.380 or
14.40.390, or to other land granted to the university by the state to
replace land that had been granted under AS 14.40.380 or 14.40.390;

121
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§ 29.45.030 Alaska Statutes § 29.45.030

© an ownership interest ofa municipality in real property located
outside the municipality acquired after December 31, 1990, is taxable
by another municipality; however, a borough may not tax an interest
in real property located in the borough and owned by a city in that
borough;

(2) household furniture and personal effects of members ofa house—
hold;

(3 property used exclusively for nonprofit religious, charitable,
cemetery, hospital, or educational purposes;

(4) property ofa nonbusiness organization composed entirely of per—
sons with 90 days or more of active service in the armed forces of the
United States whose conditions of service and separation were other
than dishonorable, or the property of an auxiliary of that organiza—
tion;

(5) money on deposit;

\./ (6) the real property of certain residents of the state to the extent
/\nd subject to the conditions provided in (¢) of this section;

(7) real property or an interest in real property that isexempt from
taxation under 43 U.S.C. 1620(d), as amended;

(8) property of a political subdivision, agency, corporation, or other
entity of the United States to the extent required by federal law;
except that a private leasehold, contract, or other interest in the prop—
erty is taxable to the extent of that interest;

(9 natural resources in place including coal, ore bodies, mineral
deposits, and other proven and unproven deposits of valuable mate —
rials laid down by natural processes, unharvested aquatic plants and
animals, and timber.

(®) In (@) of this section, "property used exclusively for religious
purposes”’includes the following property owned by a religious organi —
zation:

(1) the residence of a bishop, pastor, priest, rabbi, minister, or reli—
gious order of a recognized religious organization;

(2) a structure, its furniture, and its fixtures used solely for public
worship, charitable purposes, religious administrative offices, reli—
gious education, or a nonprofit hospital;

(3 lots required by local ordinance for parking near a structure
defined in (2) of this subsection.

(© Property described in (@)(3) or (4 of this section from which
income is derived isexempt only if that income is solely from use of
the property by nonprofit religious, charitable, hospital, or educa—
tional groups. Ifused by nonprofit educational groups, the property is
exempt only if used exclusively for classroom space.

(d) Laws exempting certain property from execution under AS 09
(Code of Civil Procedure) do not exempt the property from taxes levied
and collected by municipalities.
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)YNe) The real property owned and occupied as the primary residence
and permanent place of abode by a (1) resident 65 years of age or
older; (2) disabled veteran; or (3) resident at least 60 years Jd who is
the widow or widower of a person who qualified for an exemption
under (2) or (2) of this subsection, isexempt from taxation on the first
$150,000 of the assessed value of the real property. A municipality
may, in case of hardship, provide for exemption beyond the first
$150,000 of assessed value in accordance with regulations of the de—
partment. Only one exemption may be granted for the same property
and, iftwo or more persons are eligible for an exemption for the same
property, the parties shall decide between or among themselves who is
to receive the benefit of the exemption. Real property may not be
exempted under this subsection if the assessor determines, after no—
tice and hearing to the parties, that the property was conveyed to the
applicant primarily for the purpose of obtaining the exemption. The
determination of the assessor <3y be appealed under AS 44.62.560 —
44.62.570.

>((H) An exemption may not be granted under (e) of this section except
upon written application for the exemption on a form approved by the
state assessor for use by local assessors. The claimant must file the
application no later than January 15, or a date provided by ordinance
that is not later than March 31, of the assessment year for which the
exemption issought. The governing body of the municipality for good
cause shown may waive during a year the claimant 3 failure to make
timely application for exemption for that year and authorize the asses—
sor to accept the application as iftimely filed. The claimant must file a
separate applicat;on for each assessment year inwhich the exemption
is sought. Ifan application is filed within the required time and 1is
approved by the assessor, the assessor shall allow an exemption in
accordance with the provisions of this section. Ifa failure to file by
January 15, or a date provided by ordinance that is not later than
March 31, of the assessment year has been waived as provided in this
subsection and the application for exemption isapproved, the amount
of tax that the claimant has already paid for the assessment year for
the property exempted shall be refunded to the claimant. The assessor
shall require proof in the form the assessor considers necessary of the
right to and amount ofan exemption claimed under (e) of this section,
and shall require a disabled veteran claiming an exemption under (g)
of this section to provide evidence of the disability rating. The assessor
may require proof under this section at any time.

Xtg) The state shall reimburse a borough or city, as appropriate, for
the real property tax revenues lost to it by the operation of (e) of this
section. However, reimbursement may be made to a municipality for
revenue lost to itonly to the extent that the loss exceeds an exemption
that was granted by the municipality, or that on proper application by
an individual would have been granted under AS 29.45.050(a). Ifap-
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propriations are not sufficient to fully fund reimbursements under
this subsection, the amount available shall be distributed pro rata
among eligible municipalities.. u

(h) Except-as-providecfm (g™-o"-this-section™nothing in-Ce)- (J)-of
this section affects similar exemptions from property taxes”granted by
a municipality on September 10, 1972, or prevents a municipality
from granting similar exemptions by ordinance as provided in AS
29.45.050. 4 A6 vi'-1G-0S*

[i(i) In (€) — (@) of this section,

(D) "disabled veteran®’means a disabled person

(A) separated from the military service of the United States under a
condition that is not dishonorable who isa resident of the state, whose
disability was incurred or aggravated in the line of duty in the mili—
tary service of the United States, and whose disability has been rated
as 50 percent or more by the branch of service in which that person
served or by the Veterans "Administration; or

(B) who served in the Alaska Territorial Guard, who isa re .ident of
the state, whose disability was incurred or aggravated in the line of
duty while serving in the Alaska Territorial Guard, and whose dis—
ability has been rated as 50 percent or more;

(@ "real property””includes but is not limited to mobile homes,
whether classified as real or personal property for municipal tax pur—
poses.

@) One motor vehicle per household owned by a resident 65 years of
age or older on January 1 of the assessment year is exempt either
from taxation on its assessed value or from the registration tax under
AS 28.10.431. An exemption may be granted under this subsection
only upon written application on a form prescribed by the Department
of Public Safety.

(k) The department shall adopt regulations to implement the provi—
sions of .(g)=and (§) of this section.

() Two percent of the assessed value of a structure is exempt from
taxation if the structure contains a fire protection system approved
under AS 18.70.081, in operating condition, and incorporated as a
fixture or part of the structure. The exemption granted by this subsec—
tion is limited to

(1) an amount equal to two percent of the value of the structure
based on the assessment for 1981, if the fire protection system is a
fixture of the structure on January 1, 1981; or

(2 an amount equal to two percent of the value of the structure
based on the assessment as of January 1 of the year immediately
following the installation of the fire protection system ifthe fire pro—
tection system becomes a fixture of the structure after January 1,
1981.
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(m) For the purpose ofdetermining property exempt under (@)(7) of
this section, the following definitions apply to terms used in 43 U.S.C.
1620(d) unless superseded by applicable federal law:

(1) "developed®”means a purposeful modification of the property
from its original state that effectuates a condition of gainful and pro—
ductive present use without further substantial modification; survey—
ing, construction of roads, providing utilities or other similar action?
normally considered to be component parts of the development pro—
cess, but that do not create the condition described in this paragraph,
do not constitute a developed state within the meaning of this para—
graph; developed property, in order to remove the exemption, must be
developed for purposes other than exploration, and be limited to the
smallest practicable tract of the property actually used in the devel —

oped state;

(@ "exploration®heans the examination and investigation of unde —
veloped land to determine the existence of subsurface nonrenewable

resources;

(@) "lease’’means a grant of primary possession entered into for
gainful purposes with a determinable fee remaining in the hands of
the grantor; with respect to a lease that conveys rights of exploration
and development, this exemption shall continue with respect to that
portion of the leased tract that is used solely for the purpose ofexplo—

ration.

(n) Ifproperty or an interest in property that is determined not to
be exempt under (a)(7) of this section reverts to an undeveloped state,
or ifthe lease is terminated, the exemption shall be granted, subject to
the provisions of ()(7) and (m) of this section. (812 ch 74 SLA 1985;
am &1,2ch91 SLA 1985; am 844 ch 37 SLA 1986; am &2 - 4 ch
70 SLA 1986; am 83 ch 66 SLA 1991; am &1 ch 85 SLA 1991; am
814 ch 93 SLA 1991; am 81ch54 SLA 1992; am 84 ch 97 SLA 1992)

Rewsor?s notes — The amendments
L,& of thls sechon by §1
and 2, ch 91 S

amendments to AS 2953020(e) and %
Chapter 74, SLA

2945030 and repeaJedA82953020 The
effective date of both 1985 Acts is January
1,1986. The legislature & intent to amend
the property tax exemption provisions has
been recognized by treating the amend—
ments to AS 2953020(e) and (g) as
amendments to () and (g) of this section.

I e(éoss re&‘e{gnces Cog‘rgé%vgsﬂon of
electric and telephone from
local ad valorem ftaxes, se AS
10.25540(b).
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Senitor Citizens/Disabled
Veterans Property Tax
Exemption Mandate

The Alaska Municipal League supports legislation to solve the problem of the
unfunded mandate Imposed on municipalities by AS 29.45.030, which establishes
the Senior Citizens/Disabled Veterans Property Tax Exemption Program. The
League supports replacement of mandated municipal property tax exemptions with
a direct state rebate program for qualified senior citizens and disabled veterans who
paid real property taxes on qualified property.

Unfunded mandates are a major element contributing to the increasing costs of
government at both the state and local levels. Environmental regulations passed down
from the federal to the state to the local level are but one example of unfunded mandates.
Another mandate, one that has cost Alaskan municipalities over $45 million during the last
eight years, is the Senior Citizens/Disabled Veterans Property Tax Exemption Program,
a program that is steadily growing at the same time funding for it is shrinking.

In 1973, a program to exempt senior citizens from local property taxes was enacted by
the Alaska Legislature. In order to make the program workable for municipalities, the
program included a provision that the state would reimburse municipalities for tax
revenues lost because of the exemption. The intent of the original exemption, for those
over 65, was to make it easier for senior citizens to remain in their own homes and, thus,
to remain in Alaska. A complementary program, which provides refunds directly to senior
citizen renters to compensate for property tax included in their rent charges, was also
enacted in 1973. In 1985, the programs were extended to include disabled veterans with
a disability of 50 percent or more.

AS 29.45.030(e) requires municipalities to exempt from local property tax "the real
property owned and occupied as the primary residence and permanent place of abode
by (1) resident 65 years or older; (2) disabled veteran; or (3) resident at least 60 years
old who is the widow or widower of a person qualified" for such an exemption, up to an
assessed value of $150,000. Although this exemption is mandated by state law, full
funding for the mandated exemption has not been provided by the state since 1985,
which has meant that all other (i.e., non-senior or disabled veteran) municipal taxpayers
have been forced to bear an additional tax burden or municipal service levels have been
reduced because of the costs of this underfunded mandate.

The total cost of the program, which was $197,050 in 1973 when the program was
begun, has grown steadily, reaching over $12.8 million in FY 93 (see Figure 1). In FY 93
the state appropriation for the program was $2,838,800, just over 22 percent of the total
cost of this state mandate. The estimated cost of the exemption program for FY 94 is
$15.4 million.
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page 2
Table 1: FY 92 Cost to Individual Municipalities of Underfunding of the Senior
Citizens/Disabled Veterans Tax
Exemption Program

Cost of
Municipality FY 92 Unc'erfunding
Anchorage $4,234,348
Bristol Bay Borough 2,937
Cordova 15,653
Craig 3,549
Dillingham 8,978
Eagle 224
Fairbanks North Star Borough 1,049,667
Haines Borough 43,617
Juneau 691,369
Kenai Peninsula Borough 640,660
Ketchikan Gateway Borough 329,244
Kodiak Island Borough 100,150
Matanuska-Susitna Borough 988,536
Nenana 6,634
Nome 42,263
North Slope Borough 15,455
Pelican 1,049
Petersburg 94,472
Sitka 90,278
Skagway 15,134
Unalaska 2,518
Valdez 28,511
Whittier 514
Wrangell 41,938
Yakutat 6,652
Total Shortfall in FY 92 $8,454,350

Source: Department of Community and Regional Affairs
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The last year the legislature provided full funding for the nomeowners program was 1985,
when 5,418 taxpayers were eligible for the exemption and just over $4 million was
appropriated. Since then the number of applicants for the exemption has more than
doubled, with nearly 11,000 senior citizens and disabled veterans claiming the exemption
for F{ 93. The growth in exemptions claimed was 14 percent from FY 92 to FY 93 alone.
In 1990 the average value of the exemption per person was estimated to be $1,000, and
for FY 93 the average exemption claimed was $1,374.

Figure 1: Senior Citizens/Disabled Veterans Property Tax Exemption Program
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During those same years, Alaskan municipalities have been forced by inflation, population
increases, and cutbacks in state aid to increase property tax rates, which has intensified
the impact of the shortfunding on municipal budgets and local taxpayers. Inthe last eight
years, the unwillingness of the legislature and the administration to appropriate adequate
funding for this state-mandated program has cost local taxpayers nearly $45 million. In
FY 93 alone, for instance, non-exempt taxpayers in Alaska's municipalities were required
to pay an additional $10 million in property taxes, or 78 percent of the cost of the
program, because reimbursement for the mandatory exemption was underfunded.

Table 1 shows the cost of FY 92 underfunding to individual municipalities and their
taxpayers; FY 93 data are not yet final.

Local taxpayers should not have to pay the costs of this state-mandated program without
having a chance to make a conscious decision on whether or not they want to provide
the tax exemption for senior citizens and disabled veterans. If the legislature wants to
provide tax relief for these groups, it should be provided through state-administered tax
rebate programs.
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The 1993A|a5ka MunICIpa| League P0||Cy8tatemnt includes the following statement with
reference to state-mandated tax exemption programs: "The League opposes the
imposition of state-mandated exemptions of certain classes of property, individuals,
organizations, or commodities from the application of taxes unless full compensation is
made for revenues lost due to these exemptions. If the reimbursements for state-
mandated exemptions are not fully funded, currently or in the future, the exemptions

should be repealed or prorated.”

The League’s PO"Cy Statermnt and AML Resolution No. 933 also oppose the imposition
of unfunded mandates on local government by the state. The tax exemption progrsim for
senior citizens and disabled veterans is an excellent example of the way state-mandated
programs that are not accompanied by adequate funding impose an unfair burden on
citizens and their local governments. Governor Hickel's proposed FY 94 budget, which
was released in December 1992, calls for no state funding at all for this mandated
exemption, which would place the entire burden of the estimated $15.4 million cost on
municipalities. The governor has indicated he will Introduce legislation that would
eliminate the state mandate and make the program entirely a local option.

Table 2: Senior Citizens/Disabled Veterans
Property Tax Exemption Program

Shortfall/

Cost to
Fiscal State Municipal
Year Entitlement Appropriation Taxpayers* %b
1985 $ 4,005,075 $ 4,005,075 $ 0 100.0
1986 4,977,451 4,008,600 968,851 79.5
1987 6,325,763 2,770,300 3,555,463 43.8
1988 6,753,663 2,622,969 4,130,694 38.8
1989 7,464,557 2,782,300 4,682,257 37.3
1990 8,627,081 2,557,900 6,069,151 29.6
1991 9,585,192 2,557,900 7,027,292 26.7
1992 11,293,150 2,838,800 8,454,350 25.1
1993 12,829,291° 2,838,800 9,990,491 22.1
1994 15,395,149d 15,395,149 0.0

* The actual cost to municipalities exceeds this figure by $100,000 - $160,000, depending on the

underfunding of the renters program. o
b Ratio of state appropriation {reimbursement to municipalities) to the total cost of the program.

¢ FY 93 figures are estimated and subject to final audit.

d Estimate as of January 1993 _ . _
* Governor Hickel's proposed FY 94 budget, released In December 1992, includes no funding for this

Program nor for the renters rebate program. Governor Hickei has In

egislation to eliminate the state-mandated program and make it a local option.

Source: Department of Community and Regional Affairs

dicated that he will introduce
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The Alaska Municipal League urges the Alaska State Legislature to accept full
responsibility for the state’s senior citizen/disabled veteran property tax exemptions by
amending the statutes 90;"™ ning the program to base direct state rebates for local
property taxes paid by eligible senior citizens and disabled veterans on the level of state
funding appropriated. This would give senior citizens and disabled veterans a tax
exemption based on the state’s commitment to the program and remove the ever-
growing burden the current program has placed on local taxpayers, who have had no
opportunity to approve it



Senior Citizen and Disabled Veteran
Property Tax Exemption Programs
Department of Community and Regional Affairs

Property Tax Exemption Program

Created in 1974, the Senior and Disabled Veteran Property Tax Exemption
Program exempts senior citizens (65 years of age or older) and disabled
veterans (with a 50% or greater service-related disability) from payment of
property tax on the first $150,000 of assessed valuation of the applicant®"s

permanent place of abode. Program participants apply each year directly
to the municipality in which they seek a tax exemption. The effected
municipalities compile annual reports of exempted applicants, exempted
assessed values and exempted tax amounts. Based on these figures, the
municipalities apply to the Department for reimbursement for property tax
revenues lost due to this state-mandated program. After the submitted
applications are audited and certified, the Department 1issues warrants to
the municipalities. If taxes exempted under this program exceed funding
appropriation levels, the State issues payments on a prorated basis. This
has been the case since FY 86. In FY 93, state funding covered about

20% of the reimbursement requests submitted by municipalities.
Senior Citizen/Disabled Veteran Property Tax Equivalency Program

This program was created in 1976 as a companion program to the
property tax exemption program. The program rebates eligible applicants
for th? "portion of their yearly rent on their permanent place of abode that

ac” :oward the payment of real property taxes. Applicants must be at
65 years of age or disabled veterans and rent property that is subject
to a local property tax. Rent rebate payments are calculated as one

percent of the local mill rate times the total annual rent. Applicants apply
directly to the Department and payments are 1issued to each eligible
applicant. Rebate payments are prorated if program costs exceed the
annual program appropriation. The renter rebate program has exceeded
funding levels since 1986. In FY 93 applicants will each receive about 85%
of the amount calculated by formula.



Senior Citizen/Disabled Veteran Property Tax Exemption
Program History
1983-1992

Millions $

Tax Year

Slate

Funding
Tax Yr. Level
1983 3,146,618
1984 4,005,075
1985 3,985,567
1986 2,770,300
1987 2,622,969
1988 2,519,344
1989 2,542,803
1990 2,557,900
1991 2,838,800
1992 2,838,800

HH  Municipal

Municipal
Reimbursement
Request

3,146,618
4,005,075
4,977,451
6,325,763
6,753,663
7,464,557
8,627,081
9,585,192
11,293,150
13,669,469

Reimbursement Request

| | State Funding Level
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Tax Jurisdiction Summary

Anchorage Municipality
Cordova

Craig

Fairbanks NS Borough
FNSB/Fairbanks City
FNSB/North Pole
Haines Borough
Juneau, City & Boro
Kenai Peninsula Boro
Ketchikan Gateway Boro
Kodiak Island Borough
KPB/Homer
KPB/Kenai
KPB/Seward
KPB/Soldotna

Mat-Su Borough
Mat-Su/Palmer
Mat-Su/Wasilla
Nenana

Pelican

Petersbhurg

Sitka, City & Boro
Skagway

Valdez

Wrangell

Total Rebates Requested

Tax Year 1991/FY 92

Senlore

480

72

35

11 ;

32

34

26

47

20

16

93 0

Veterans Requested Rebates
61 $516,576.00
$269.57
$9.42
11 $75,744 .77
$30,212.51
2 $1,909.92
$1,835.30
5 $93,077.04
$663.60
1 $22,734.97
1 $9,378.73
2 $6,793.11
$10,914.73
$1,835.70
1 $17,844.21
$1,486.35
4 $1 3,670.20
3 $1d,311.78
$516.60
$250.36
1 $2,863.00
$5,836.96
$303.43
$357.45

$2,991.23

$836,387.02
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