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DATE: 3/26/96 DATE TURNED INTO OFFICE: 7 /  7
The Finance Committee considered CS FOR HOUSE BILL NO. 272(FIN)

"An Act relating to municipal taxation of motor vehicles; and providing for an effective date.”
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S T A T E  O F  A L A S K A
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Bill Version: cshb 272( f in ) 
(H) Publish Date: 2 /9 /96

Title: Ac: felatinc to municipal taxation 01 motor

vemcles ana oroviaino for an erlecnve date.

Sponsor: Reo. ,-anlev___________________________

Requestor: W.Fhance______________________________

Dept. Alfectea: 

3RU:

Comoonent:

Public Safer/
Mctor Venicles

rieia services
Acmi ni st rat i on

COMPONENT SERIAL NO. 0501

CHANGE IN REVENUES( ) 10.5 65.5 120.5 120.5 120.5 120.5Revenue Code |
FUNDING: (Thousands o 1 Dollars!

i 1009 CoOorpI Ro/~aint<; • I i l l
1003 GF March 1 1 1 1 1
-n n a r-F  i 5 * i <5 1 1 ♦ne • 1 me i m e i ■ me * I
'005 GF.’Pmnram Fere'Cts ' I I I 1 i
'OOfi GF.MHTIA i l l . i i

! Other i | I 1 1 1
TOTAL 1 44.5 1 1-|C 1 1 m e • 1 t o ' . ’ 105 1 I .. .105.1 I

Estimate ol current year (FY S6) impact: S

POSITIONS:

PI II ! -TIMF I 1 I 9 I 9 I 9 I 9 I 9
04RT.TIMF I 0 I 0 I I 0 I 0 I 0
TEMPORARY I 0 I - n I n I 0 I I. I 0

ANALYSIS: (Attach a separate page if necessary.)

The Municipal Vehicle Registration Tax (MVRT) program began in 1978. Under this program a nunicipality can elect to have 
DMV collect a municipal tax at the same time as the registration lees are collected. This tax would be in lieu ol a personal 
property tax collected by Ihe local government. DMV retains 8% ol the tax for collection costs and the remainder is returned to 
Ihe municipalities. In FY 95 DMV collected approximately S6.9 million in tax lor the 13 local governments in the program. The 
original program was established with one tax schedule that applied to all vehicles in the state. This bill will eliminate the one tax 
schedule and allow each local government to set their own rates.

(See attached sheet for continuation)

Prepared By: Juanita M. Hensley Phone: 465-P650

Division: Motor Vehicles    Date: 2/5/9G______________________

Approved by Commissioner j  ^ 1 - ^  ___________ Date: - 3  /  f. /  7 /

Agency: Ronald L  Otte. Dept.'bf Public Safety_____________________  ^
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F ISCA L NOTE
8 I L L  N O : C S H B  2 7 2 ( C R A )

Dept. Affected: P u b lic  S a fe ty

STATE OF ALASKA 
1996 LEGISLATIVE SESSION

Revision Oaie: 2/5/96

ANALYSIS CONTINUED:

It is anticipated that eacn oi the 13 local governments in ;he orcgram will estaclisn their own tax scneGules. Each local government 
has cited their desire to address thoir individual tax needs and therefore it stands to reason that eacn tax sc.neaule will be different. 
The two mam sources of dissatisfaction with the program have been that the tax rates have net Xect pace with increases m other 

taxes and that the rates are difficult to change. These same reasons are cited as reasons for not oarticioatmg by those 
governments not currently in the program. This biil will address these orcoiems anc with these changes it is likely that ether local 
governments may elect to join the program.

PROGRAM COSTS

The multiple tax schedules will reauire increased costs for extensive data orocessing changes and for administrative oversight to 
ensure correct and timely payments. These are overnead charges that would ce incurred even if only a few local governments 
cnanged each year rather than the umvereal cnanges that are exoecteo. "his program will be a significant change from the 
existing program wnere all partictoants are oaid accoroing to the same lee schedule. The data orocessing changes will create and 
maintain separate tax taoles for each taxacle location and cnange the crccesstng logic tor both the mail renewal notices and the 
on-line orocessing system. Costs will be incurred each time any one of the taxaole locations cnanges fees. DP cnargeoack fees 
wiil increase cue to the increased processing time for accessing multiole seoarate tax taoles. The programming will be 
accomplished by contract programmers as ail existing programmers are fuilv committed to other mandatory proiects.

If the bill passes with an effective date o f-u lv  I, -996. any mumcroality couio .notify OMV before January 1. :997, that the tax 
schedule wiil cnange. The soonest date that the new taxes will be collected will be January t. :S98. An Accounting Technician I 
position will be used to set up the program, test new comouter programs, coordinate year cnange over to the new schedules. 3no 
to develoD new payment and auditing services. This oosition will start on January t. 1997. to estaolish the program so only 50% of 
the personal services costs will be snown :n FY97. This position will continue thrcucn the life of the orogram and will be the single 
oositmn resoonsible for auditing and payment fcr '3  ccai tax collection ana .cyment programs anc for estacilsning new orocrams 
(or any local government that elects to join the orogram. The computer cnanges will also oe accomolisned in FY 97 in craer to oe 
reacy for registrations that can oe processea eariy. The costs tor comouter cnanges will continue eacn year as it is antictoated that 
mere will be vanous cnanges ana new municipalities wiil join.

The program will also have an impact on the mail 'enewal unit anc will reauire one Motor Vemcie Reo I/ll oosition oegmning on July 
1, 1997. This oosition will be responsible tor work associatea with returning mail to owners wno nave moved to a new location ana 
have sent incorrect fees. Each year there are address cnanges tor approximately 25% of the venicfe owners. Currently this ;s not 
a ma|or oroolem because the majonty of the vemcies are in a taxaole location ana the fees remain the same regardless ol location. 
Under this oill the tax fees would be different tf tne owner moves to a new ctty ana the renewal ccuia not be processed until correct 

fees are submitted. Not ail of Ihe address changes are to a new city out a significant percentage are. This anaiysis will assume 
that half or ‘ 2.5% of the address changes wiil have to be returnee for correct fees. Based on the mail renewal usage in 1995 this 
equates to 31,000 renewals that will have to oe returned and reomcessed wnen returned with correct fees. Acditional postage will 
be required for this work also.

PERSONAL SERVICES r '9 7  PY98

1 Accounting Tech I (Range 12S) (50% shown in FY97) 321.5 S43.0
1 MVR I/ll (Range 9B) ©  39.2 (FY 98 and forward) S39.2

CONTRACTUAL

Computer programming 140 hrs ©  S75.00 S10.5 310.5
(Includes basic program modification fcr new taoles. mailouf program 

and batch reconciliafion reports.)
Postage (31,000 letters ©  50.32) (FY 98 and forward) S 9.9
OP charge back costs S2.5 52.5

EQUIPMENT

Computer workstation and office equip, lor new employees
©  510,000.00 (see schedule below) 310.0 510.0

TOTAL S115.1

1
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F IS C A L  N O T E
STATE OF ALASKA BILL NO: CSHB 272(CRA)
1995 LEGISLATIVE SESSION

Revision Caie: 2/5/96___________________________________ Qeot. Affected: P u b lic  S a fe r /_______________

ANALYSIS CONTINUED:

Workstation Equipment

Computer 486/65 33.C00.CO
Monitor 300.00
Printer 3.000.00
IRMA Card 450.00
Surge Protector 55.00
Token Ring Card 400.00
Software for APSIN 500.00
Desk 500.00
Chair 400.00
Aacing Machine 130.00
Waste Basket 30.00
OP Terminal Charge i Year 340.00
Station Hook Lfp (Coax) 95.CC
Misc Cesk Sucplies 200.00

Total 51C.OOO.CO

-E V E M U E  -

<n FY 95 CMV ccilectad nearly 5o.900.CC0 n Mumctcai Tax revenue fcr local governments. All or this less 3% for collection costs 
is returnee to :he local governments. In accition to :he 3% collection costs, this onl authonzes CMV to also retain the actual costs 
for any cnanges maoe to the fee scnedule. These are the new revenue amounts that are snown m the firs; two years of the 
program and these are the new costs associated with the start uo of the orogram. in accition to the start ud costs it is assumea 
that all mumcioaiilies that elect to cnange their rates will increase rather than cecrease she tajc rates. This aiiII also generate 
additional revenue as OMV will retain 8% of any increase.

"or ourposes of this fiscal note it will be assumea that tax collections in future years will increase oy 20% and the revenue snown 
in FY  99-FY02 will retlect this increase of 20% over the 5550.000 that ts currently retained for collection costs. Cnly half this 
increase will be Snown in FY  98 as the new tax rates go into effect on January 1. Actual revenue increases will deoend on the tax 
level acooted by each local government unit.

The maior impact of this bill will not be felt until the second year after passage when the new tax rates go into effect. OMV will need 
to nave an increment in the FY98 budget to have the authonty to receive and exoend the increased Program Receipts to fund the 
additional costs.
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Revision Date: 2/2/96____________________
Title: An Act relating to municipal taxation of motor

vehicles___________________________
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Requestor:
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-Community fr-Reaional Af fai rs
none_________________________________________

none _______________________________

Rep. Hanley
House Finance COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousand* of Dollars) (inflation not included)
O P E R A TIN G FY 97 FY PR FY qq FY nn fy m FY no

. p = q ^ n N A i 'tF R V ir F 't

T O A V FI

r^lSJTRAO TI IAI
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FOI IIP M FM T
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C A P IT A I F X P P N n m iR F S a n n n n n

CHANGE IN REVENUES( ) 
R<vtn(M Cod*

FUNDING: (Thousands of Dollars)
1002 Fa^eral Receipts

1003 G F  M atch

1004 G F

1005 G F /P ro g ra m  Receipts

1P0R G F /M H T IA

Other

T O T A L Q 0 . n n 0 n

Estim ate o f current y e a r (F Y  95) im p a c t  S none

P O S IT IO N S :

Fi II I -T IM F 0 0 0 Q n Q

P A R T -T IM F

T E M P O R A R Y

A N A L Y S IS : (Attach a separate page if  necessary.)

This legislation w ould  have no fiscal im p a c t on the d e p a rtm e n t

465-4808Prepared By: R e m o n d  H enderson. D irector hone:

D ivision: A d m in istra tive  S e rvices / /  Qate;__________ — ___________________________________

Approved by C o m m is s io n e r  J M i l    t"5a*e: 2 /2 /9 6 _____________________________

Agency: M ik e  Irwin, Dept, o f C o m m u n ity  & Reg. Affairs

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

F or further d istribution inform ation call the G overnor's Legislative O ffice
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OFFERED IN THE SENATE 
TO: CSHB 272(FIN)

BY SENATOR RIEGER

/

SENATE FINANCE 
COMMITTEE 

Amendment Number: 
Bill Number,
Sponsor__________
Logged^n By: J l LL

v to p tfS A tiB  2 ? 2r/  Date:
Plrg£ 1, after line 3:

jsert a new bill section to read:

"* Section^* AS 28.10.431(f) is amended to read:
(fK M oney received by an organized borohgh under this section shall be

allocated by the. borough by ordinance for city; area outside city, and service area
purposes within thCxborough. If a muriicipalitv bv ordinance increases the 
scheduled amount of^tfry described/under fb) of this section, the am ount of
additional money receivedTinde/^his section bv a municipality equal to the 

amount paid bv residents of abroad service area and owners of vehicles with a tax

situs in that road service/drea shall boused bv the municipality onlv in that road 

service area. In this^subsection. "tax sihis" means the location at which the 
m otor vehicle is usually, normally, or i egularK  kept or usetL"

Page 1, line 4:

Delete "Section 1." 
Inserf^'Sec. 2."

16 Renumber the following bill section accordingly.

• * 

U ^ < /  a - -T ^y L
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WORK D R A F T WORK DRAFT WORK D R A FT

SENATE CS FOR CS FOR HOUSE BILL NO. 272(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE FINANCE COMMITTEE
Offered:
Referred:

Sponsor(s): REPRESENTATIVES HANLEY, Navarre, G.Davis
A BILL 

FOR AN ACT ENTITLED 

"An Act relating to municipal taxation of motor vehicles; and providing for an 

effective date."

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

* Section 1. AS 28.10.431(f) is amended to read:
(f) Money received by an organized borough under this section shall be 

allocated by the borough by ordinance for city, area outside city, and service area 
purposes within the borough. If a municipality bv ordinance increases the 
scheduled amount of tax described under (b) of this section, the amount of 
additional money received under this section by the municipality shall be used to 
reduce property taxes levied l>v the municipality at a uniform rate within its 
entire area.

* Sec. 2. AS 28.10.431 is amended by adding a new subsection to read:
(i) A municipality that imposes a motor vehicle registration tax as described 

under (a) of this section may also increase or decrease the scheduled amount of tax

-1 - SCS CSHB 272(F IN )
New Text Underlined [DELETED TEXT BRACKETED]



1 described under (b) of this section by passage of an appropriate ordinance. A
2 municipality that chooses to change the tax imposed under (b) of this section shall file
3 a written notice of the change with the department by January 1 of the year preceding
4 the year in which the change in tax is to take effect. A municipality may not change
5 the amount of the tax imposed under this section more than once every two years.
6 The department may charge a municipality a one-time fee to cover the cost to the
7 department of implementing a change under this subsection.
8 * Sec. 3. This Act takes effect July 1, 1996.

WORK D R A FT WORK D R AFT WORK D R AFT

SCS CSHB 272(F IN ) -2-
New Text Underlined [DELETED TEXT BRACKETED]
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WORK D R A FT WORK D R A FT WORK D R AFT

SENATE CS FOR CS FOR HOUSE BELL NO. 272(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE FINANCE COMMITTEE
Offered:
Referred:

Sponsor(s): REPRESENTATIVES HANLEY, Navarre, G.Davis
A BILL 

FOR AN ACT ENTITLED 

"An Act relating to municipal taxation of motor vehicles; and providing for an 

effective date."

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

•' Section 1. AS 28.10.431(0 is amended to read:
(f) Money received by an organized borough under this section shall .be 

allocated by the borough by ordinance for city, area outside city, and service area 
purposes within the borough. If a municipality bv ordinance increases the 
scheduled amount of tax described under lb) of this section, the amount of 
additional money received under this section bv the municipality shall be used to 
reduce

(1) areawide taxes on real and personal property in a borough: and
(2) taxes on real and personal property in a citv.

* Sec. 2. AS 28.10.431 is amended by adding a new subsection to read:
(i) A municipality that imposes a motor vehicle registration tax as described

-1- SCS CSHB 272 (F IN )
New Text Underlined (DELETED TEXT BRACKETED]



under (a) of this section may also increase or decrease the scheduled amount of tax 
described under (b) of this section by passage of an appropriate ordinance. A 
municipality that chooses to change the tax imposed under (b) of this section shall file 
a written notice of the change with the department by January 1 of the year preceding 
the year ;n which the change in tax is to take effect. A municipality may not change 
the amount of the tax imposed under this section more than once every two years. 
The department may charge a municipality a one-time fee to cover the cost to the 
department of implementing a change under this subsection.

* Sec. 3. This Act takes effect July 1, 1996.

WORK D R A F T WORK D R A FT WORK DR AFT

SCS CSHB 272 (F IN ) -2-
New Text Underlined [DELETED TEXT BRACKETED]
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S e r v i c e  a r e a s  a r e  t h r e a t e n e d
There is increasing concern that the service area concept within the Munici­

pality of Anchorage is under seige. Action taken by the Assembly to annex the 
Hillside into the city police service area was a shameful sham. Comments made

At risk are the many limited life road s&rvice districts in South Anchorage, 
the streetlight district in Eagle River, the Chugiak - Eagie River road district, 
the Chugiak - Eagle River parks and recreation district and volunteer fire ser­
vice in the Chugiak fire district.

UNDER LEGAL ADVICE from the municipal attorney, Assembly mem­
bers cry that these service areas can be dissolved and merged by a simple six- 
vote majority.

That absolutely must not be allowed to happen. It violates the very basis of 
government within the Municipality of Anchorage. The charter — which in 
Anchorage has the same standing as the Constitution of the United States — is 
clear. A service area cannot be created, altered or abolished without a vote of 
the people within the area affected. That stipulation is listed in the Bill of Rights 
and is spelled out in more detail in the body of the document itself.

Those who want to simplify the city bookkeeping process are attempting to 
mix apples and oranges in ihe state statute barrel What applies to other cities 
and boroughs does not apply to unified home rule boroughs.

WHY SHOULD ANY'CvfE even care0 We’re told that after all, this is one 
city, there aren’t any more n r -teas in our megalopolis, the charter was adopted 
more than a quarter of a cer.it* y ago and most of the people who were involved 
are either dead or have left the country. Why, then, should there not be one 
police service, one fire service, one road service, one parks service, etc.

Why, indeed. Yes, Anchorage is one city but its sections are not the same. 
Their needs are not the same. Their desires are not the same.

That’s why the service area concept is a good tool of government. It allows 
people to tailor services to fit their needs.

PARKS AND RECREATION is a good example. People in Chug ak - Eagie 
River asked to have a service area which could make the high school swim­
ming pool available for use by the public. They also wanted an entity which 
could obtain and maintain parks and playfields.

They formed a local recreation district which was to operate on a half-mill 
tax. The district would look to volunteer organizations to operate the programs, 
assisted by grants from the locafdistrict to help offset some of their costs. A 
board of supervisors was created to oversee the allocation of funds.

Even though its budget has since septupled, that district still operates at a 
half-mill tax rate. It provides for local residents a swimming pool, an ice rink, 
dozens of sports fields, tennis courts, playgrounds, neighborhood parks and 
other services. The rest of Anchorage pays half again as much in taxes. We 
don’t see where it buys for them any more parks or recreation programs per 
capita than are enjoyed by residents of Chugiak - Eagle River.

GOVERNMENT LOOKS TO user fees and volunteers as a way to help 
balance its budget. That’s what service areas are all about.

by some assembly members made it clear that they do not respect the charter 
and do not support the continuation of service areas.



I f ]  R e p r e s e n t a t i v e  H a nley__

A l a s k a  S t a t e  L e g i s l a t u r e

SPO N SO R  S T A T E M E N T

H ouse  B ill No. 272

" A n  A ct r e la t in g  to  m u n ic ip a l ta x a t io n  o f m o to r
v e h ic le s "

CSHB 272 (FIN) would allow municipalities that impose a motor 
vehicle registration tax to increase or decrease the schedule set 
in statute. Currently, there is no provision to change or update 
the fee schedule. This change would relieve the Legislature of 
the burden of adjusting rates by legislation.

A municipality electing to change its rates would be required to 
pass an ordinance in support of the increase or decrease, and 
provide written notice to the departm ent at least one year 
before the change would take place. The municipality would 
not be able to make such a change more than once every two 
y ea rs .

The municipality would pay the one time programming cost for 
the change incurred by the Department of Public Safety. The 
department collects 8% of the gross as a collection fee; a rate 
increase would insult in a larger base for collection.

Each municipality should be able to choose reasonable tax rates 
suited to its needs and situation. CSHB 272 (FIN ; gives 
communities another tooi to decide on the local level how to 
handle their fiscal situations, and puts the responsibility for 
change w here it belongs. This w ill become increasingly  
im portant as state funding for m unicipalities continues to 
decline. The local ordinance provision and the dem ocratic 
process w ill ensure adequate public input on any tax rate 
changes.

Interim: 716 West 4th Avenue. * 301). Anchorage, AK 99501*(907) 258-8192 Session: State Capitol. Juneau. AK 99801-1182: (907)



M u n i c i p a l

A n c h o r a

S j j \ \  T e le p h o n e : (907) 64 6-4461  < , I Fax: (907) 343-4499

P.O. Box 196 650  
A n ch orag e . A laska  9 9 5 1 9 -6 6 5 0

Rick Mi/strom. Mayor

O I T I M :  O F T H E  M A Y O R

January 23, 1996

Representative Mark Hanley 
Alaska State Legislature 
State Cap itc l 
Juneau, Alaska 99801

Re: House B il l 272

Dear Mark:

The M un ic ip a lity  of Anchorage supports your efforts through House B il l 
272 to enable m un ic ipa lit ies to set the tax rate imposed on motor vehicles 
w ith in  their jurisd iction .

W e be lieve passage of this b ill w ill help Anchorage and other Alaska 
communities solve one of our nagging problems.

Road and street maintenance is becom ing increasingly cosdy in  Alaska. In 
Anchorage these costs are borne by property taxpayers. I f  local government 
was empowered to set veh ic le registration fees, some o f the road 
maintenance costs cou ld be borne by the users instead of the property 
taxpayers.

HB  272 is a positive b il l that addresses a major problem facing A laska’ 
cities. Thank you for leadership on this important issue.

S incerely ,

R ick  Mysteom 
Mayor ■



MUNICIPALITY OF ANCHORAGE
1995 LEGISLATIVE PROGRAM

LEGISLATIVE ISSUES

TITLE: Vehicle Registration Fees Set By Local Government

The Municipality of Anchorage supports amending existing statutes to allow 
Municipalities and other local governments to determine appropriate motor vehicle 
registration fees to meet funding needs for their localities.

Road and street maintenance is becoming increasingly costly in Alaska. In Anchorage, 
these costs are borne by property taxpayers. One significant example of such costs 
involves the over S 100,000 of general tax revenues currently applied to cover the annual 
cost of removing abandoned and junk vehicles. A more equitable distribution of costs 
would involve empowering the local community to increase vehicle registration fees in 
order to increase the vehicle owners’ share of road and street maintenance costs.

We support legislation that would allow a more equitable taxation on motor vehicles for 
each community. The current statute should be amended to allow each community 
participating in the Motor Vehicle Registration Tax program (AS 28.10.431) to establish 
individual rates for vehicle taxation. These individual community rates could be 
established within the state computer system. The rates would continue to be based on 
type and age of vehicle (information which is currently obtained from the stale’s vehicle 
registration files).

A legislative change in 1993 increased the administrative fee charged by the State 
Division of Motor Vehicles for administration of the Motor Vehicle Registration Tax 
program from 5% to 8%. For Anchorage, this fee is currently about $330,000 annually. 
The State Division o f Motor Vehicles should be able to accommodate any additional costs 
generated by the proposed local government determination of appropriate motor vehicle 
registration fees within the 8% fee. Since the amount of rhe 8% fee revenues to the State 
could increase significantly if local governments increase the amount of the Motor 
Vehicle Registration Tax, the Statutes should be amended to limit the State’s fee to the 
actual costs for administration of the program not to exceed eight percent of the amount 
collected.

(more)

7 - 8



Vehicle Registration Fees Set By Local Government 
(Continued)

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

* Section I. INTENT. It is the intent of the legislature that every community 
participating in the Motor Vehicle Registration Tax program shall set their own rates of 
taxation; that this program shall continue to be administered and collected by the State 
of Alaska; that the State of Alaska shall continue to return all amounts so collected, less 
actual collection costs not to exceed eight percent of the amount collected, to the 
municipality for which the money was collected.

* Section 2. AS 28.10.431(b) is amended to read:

Section 28.10.431(b). The tax is levied upon motor vehicles subject to the license fee 
under AS 28.10.411 and 28.10.421 and is based upon the type and age of vehicles as 
determined by model year according to the schedule established bv each community 
participating in this,program. If the community does not choose to .establish their own 
schedules, the tax will be computed based on the following schedule:

* Section 3. AS 28.10.431(e) is amended as follows:

Section 28.10.431(e). The department shall refund money collected under this section, 
less the departments actuals costs of administration not to rawed right Percent of the 
amount collected [less eight percent as collection costs], to a municipality for which the 
money was collected . . . .

Contact: Gene Dusek, Budget Director
Office of Management & Budget 

Phone: 343-4490



M A T A N U S K A - S U S I T N A  B O R O U G H
Borough Manager _

350 E. Dahlia Avenue. Palmer, Alaska 99645-6483 
Phone (907) 745-9689 • FAX (907) 745-0886

April 3, 1995

The Honorable Lyda Green 
.Alaska State Legislature 
Rm. 425, State Capitol 
Juneau, .Alaska 99801 -1182

Dear Senator Green:

Thank you for the meeting with us recently to discuss legislative issues of interest to the 
borough. As we discussed at that meeting, I am providing a list of points in support of the draft 
legislation which would adjust the method of taxation of automobiles.

• This is not a new tax. The State of Alaska currently collects a "fee" on motor vehicles on 
behalf of local municipalities. Unformnately, the fee schedule is far too low and does not 
allow municipalities any flexibility to adjust the schedule to their individual needs.

. The draft legislation would not increase state taxes. This legislation only allows local
municipalities to raise or lower their taxes. If local governments are going to be burdened 
with cuts in revenue, they will need the tools to adjust local taxation programs in a manner 
that best meets their needs.

• State collection costs would be charged to the program. The point of registration is the most 
efficient manner to collect fees on motor vehicles. Under this program the state would 
charge its coll' mon costs to the municipality on whose behalf the tax is collected.

. Manv demands for local government services are related to roads and .automobiles. The
proposed legislation would allow local governments to recover some of the costs and 
generate revenues to provide services that relate to motor vehicles. Examples are: emergency 
medical and rescue services, road maintenance, and capital matching money for construction.

. Promote equity in the personal property taxation program. If the current very low vehicle tax
were raised, the local municipality could generate sufficient hinds to adjust or eliminate the 
onerous features of personal property taxation.

DM/040395-3
APR 0 S 1995



I hope this information is usefiii to you. The very restrictive personal property taxation laws in 
the State of Alaska have been a problem for municipalities, especially the Matanuska-Susitna 
Borough for a long time now. We greatly appreciate your willingness to finally craft some 
legislation in this regard that allows us to deal with this issue in a rational way.

Please give me a call if you require further information.

er

cc: J i m  C o l b e r g ,  A s s e m b l y  M e m b e r

DM/040395-3 APR 0 6 1995
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217 Second Street, Suite 200 ■ Juneau Alaska 99801 ■ Tel (907)586-1325, Fax (907)463-5480

April 4,1996

Senator Rick Halford 
Co-Chair, Senate Finance 
State Capitol 
Juneau, AK 9981.1

Dear Senator Halford:

On behalf of the Alaska Municipal League, thank you for scheduling HB 272 for a 
hearing in Senate Finance. HB 272 will allow municipalities who have a motor vehicle 
registration tax to change their tax rate not more than once every two years.

The League supports putting responsibility for setting tax rates at the local level to be 
decided by the community and the people who pay the tax and benefit from the 
proceeds of the tax.

HB 272 will take the burden off the Legislature to change the amount of motor vehicle 
registration tax, which is money that goes directly to municipalities.

The League sees no conflict between HB 272 and the proposed biennial vehicle 
registration. Although some municipalities are likely to create rates lower than 
currently in statute, either the state or any municipality will have to take a biennial 
registration under consideration when setting rates. It is unlikely, and probably 
politically impossible, for a municipality to adopt rates considered onerous by their 
citizens.

The state provides an efficient collection system for the municipalities. The current 
state system to track and collect the fees could not be duplicated by any municipality. 
For its assistance, the state collects an 8 percent administrative fee plus any special up 
front costs to change rates. This bill represents a good partnership between the state 
and its municipalities.

Again, our thanks for bringing this before the Committee and if you have any questions
lease-dcThot hesitate to call me at 586-1325.

Kevin C. Ritchie 
Executive Director

c:\ jk \ hb272.iloc

Member of the National League of Cities and Ihe National Association of Counties



TABLE 4  

TYPE OF PROPERTY TAX LEVIED

BOROUGHS/UNIFIED
MUNICIPALITIES Residential

Business
Machinery
Equipment

Motor
Vehicles

Boats & 
Vessels

Business
Inventory Aircraft

ANCHORAGE FV FV ST CGL EX FV EX*
BRISTOL BAY OP EX FV FV FV FV FV
FAIRBANKS NORTH STAR OP EX EX EX EX EX EX
HAINES FV FV EX FF EX FV
JUNEAU FV FV FV** EX EX FV**
KENAI PENINSULA OP EX FV ST COL FV EX i* J
KETCHIKAN GATEWAY FV FV ST COL FF EX FV
KODIAK ISLAND FV FV ST COL FF EX FV
MATANUSKA-SUSITNA FV FV ST COL EXT FV EXT
NORTH SLOPE OP EX FV FV FV FV FV
SITKA FV FV EX FF FV FV

CITIES

CORDOVA FV EX EX EX EX EX
CRAIG FV EX EX EX EX EX
DILLINGHAM FV PV EX FV FV FV
EAGLE FV EX EX EX EX EX
NENANA FV FV ST COL FV FV FV
NOME FV FV ST COL FV FV EX
PELICAN FV FV EX FF FV FV
PETERSBURG FV EX EX EX EX EX
SKAGWAY FV EX EX EX EX EX
UNALASKA FV FV EX EX FV FV
VALDEZ OP EX EX EX EX EX EX
WHITTIER FV FV ST COL FV EX EX
WRANGELL FV FV EX EX EX FV
YAKUTAT FV EX EX EX EX EX

EX Exempt Property
FV Full and True Value Assessment
FF Optional, flat fee collected in lieu of property tax (AS 29.45.050(b)(1)

OP EX Optional, residential exemption up to $10,000 allowed (AS 29.45.050(a)
ST COL State collected, annual motor vehicle tax (AS 28.10.431)

* Aircraft are exempt from taxes except for scheduled carriers. Exempted aircraft pay a 
registration fee of $75-$125 

** Commercial at full value, private exempt
t Boats and aircraft are taxed for value only up to $5,000 in assessed value.
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Comparison o f Decreases in Municipal Assistance/Revenue Sharing vs 
Increases in Municipal Sales & Property Taxes

100.00%

80.00%

-60.00%

1995 1996
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C i t y  a n d  B o r o u g h  o f  S i t k a

100 LINCOLN STREET • SITKA, ALASKA 99835

Alaska State House of Representatives 
FAX 465-2418 
Juneau, Alaaka

Dear Representative Haniey:

At an Alaska Municipal League teleconference today, I learned HB 272 relating to Municipal 
Taxation of Motor Vehicles will be discussed in a House Finance Hearing tomorrow. The Gty and 
Borough of Sitka supports this bill to provide flexibility to municipalities to impose or change a motor 
vehicle registration tax to provide local revenues.

This bill will also provide Stale revenues through the 8 percent collection fee. Municipalities need 
assistance from the Department of Public Safety to collect the tax efficiently and enforce the payment 
of fees through the registration process. Although Sitka does not intend at this time to raise 
municipal motor vehicle tax rates, at some time in the future, this may need to happen. HB 272 will 
facilitate this process and provide a measure of local control for municipalities to be able to set a rate 
at a level acceptable in each community.

Thank you for the opportunity to comment.

A & iiLa 'stra to r

cc: Alaska Municipal League
Representative Gruuendorf 
Senator Taylor

February 6, 1996

The Honorable Mark Haniey



R j e p r e s e n t a t i v e  M a r k  H a n l e y

A l a s k a  S t a t e  L e g i s l a t u r e

S P O N S O R  S T A T E M E N T

H ouse B ill N o. 272

A n A ct r e la t in g  to  m u n ic ip a l  ta x a t io n  o f  m o to r
v e h i c l e s ”

CSHB 272 (FIN) would allow municipalities that impose a motor 
vehicle registration tax to increase or decrease the scheduie set 
in statute. Currently, there is no provision to change or update 
the fee schedule. This change would relieve the Legislature of 
the burden of adjusting rates by legislation.

A municipality electing to change its rates would be required to 
pass an ordinance in support of the increase or decrease, and 
provide written notice to the departm ent at least one year 
before the change would take place. The municipality would 
not be able to make such a change more than once every two 
years.

The municipality would pay the one time programming cost for 
the change incurred by the Department of Public Safety. The 
department collects 8% of the gross as a collection fee; a rate 
increase would result in a larger base for collection.

Each municipality should be able to choose reasonable tax rates 
suited to its needs and situation. CSHB 272 (FIN) gives 
communities another tool to decide on the local level how to 
handle their fiscal situations, and puts the responsibility  for 
change where it belongs. This will becom e increasingly 
im portant as state funding for m unicipalities continues to 
decline. The local ordinance provision and the democratic 
process will ensure adequate public input on any tax rate 
changes.

Interim: 716 H'esr -Ith Avenue, # 300, Anchorage, AK 99501*1007) 258-8192 Session: State Capitol, Juneau. AK 99801-HS2; (907) -I65-4U39



M u n i c i p a l !

A n c h o r a i

P.O. Box 196650  
A n c h o ra g e . A lask a  9 9 5 1 9 -3 6 5 0  
T e le p h o n e : (9 07 ) :343-44;3l 
F:l\ :  (9 0 7 ) :  343-4499

Rick Mi/atrom. Mayor

oitice or the mavor

January 23, 1996

Representative Mark Hanley 
Alaska State Legislature 
State Cap ito l 
Juneau, Alaska 99801

Re: House B il l 272

Dear Mark:

The M un ic ip a lity  o f Anchorage supports your efforts through House B il l 
272 to enable m un ic ipa lit ies to set the tax rate imposed on motor veh; -1 "s 
w ith in  their jurisd iction .

W e be lieve passage of this b ill w il l help Anchorage and other Alaska 
communities solve one of our nagging problems.

Road and street maintenance is becom ing increasingly costly in  .Alaska. In  
Anchorage these costs are borne by property taxpayers. I f  local government 
was empowered to set veh ic le registration fees, some of the road 
maintenance costs cou ld be borne by the users instead of the property 
taxpayers.

HB  272 is a positive b il l that addresses a major problem facing A laska’s 
cities. Thank you for leadership on this important issue.

S incerely ,

R ick  Mystpom 
M a yo r '



M U N I C I P A L I T Y  O F  A N C H O R A G E

1995 L E G I S L A T I V E  P R O G R A M

LEGISLATIVE ISSUES

TITLE: Vehicle Registration Fees Set By Local Government

The Municipality of Anchorage supports amending existing statutes to allow 
Municipalities and other local governments to determine appropriate motor vehicle 
registration fees to meet funding needs for their localities.

Road and street maintenance is becoming increasingly costly in Alaska. In Anchorage, 
these costs are borne by property taxpayers. One significant example of such costs 
involves the over S 100,000 of general tax revenues currently applied to cover the annual 
cost of removing abandoned and junk vehicles. A more equitable distribution of costs 
would involve empowering the local community to increase vehicle registration fees in 
order to increase the vehicle owners’ share of road and street maintenance costs.

We support legislation that would allow a more equitable taxation on motor vehicles for 
each community. The current statute should be amended to allow each community 
participating in the Motor Vehicle Registration Tax program (AS 28.10.431) to establish 
individual rates for vehicle taxation. These individual community rates could be 
established within the state computer system. The rates would continue to be based on 
type and age of vehicle (information which is currently obtained from the state’s vehicle 
registration files).

A legislative change in 1993 increased the administrative fee charged by the State 
Division of Motor Vehicles for c H» <nistration of the Motor Vehicle Registration Tax 
program from 5% to 8%. For Anchoicge, this fee is currently about 5330,000 annually. 
The State Division of Motor Vehicles should be able to accommodate any additional costs 
generated by the proposed local government determination of appropriate motor vehicle 
registration fees within the 8% fee. Since the amount of the 8% fee revenues to the State 
could increase significantly if local governments increase the amount of the Motor 
Vehicle Registration Tax, the Statutes should be amended to limit the State’s fee to the 
actual costs for administration of the program not to exceed eight percent of the amount 
collected.

(more)
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Vehicle Registration Fees Set By Local Government 
(Continued)

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

* Section I. INTENT. It is the intent of the legislature that every community 
participating in the Motor Vehicle Registration Tax program shall set their own rates of 
taxation; that this program shall continue to be administered and collected by the State 
of Alaska; that the Stale of Alaska shall continue to return all amounts so collected, less 
actual collection costs not to exceed eight percent of the amount collected, to the 
municipality for which the money was collected.

* Section 2. AS 28.10.431(b) is amended to read:

Section 28.10.431(b). The tax is levied upon motor vehicles subject to the license fee 
under AS 28.10.411 and 28.10.421 and is based upon the type and age of vehicles as 
determined by model year according to the schedule established bv each community
p a r t ic ip a t in g ,  in  th is p ro gram- I f .th e, i m m u n it y  do cs , n o t g t e o » . . t p . « f l b l i s t u h B g . g H a
schedules, the tax will be computed based on the following schedule:

* Section 3. AS 28.10.431(e) is amended as follows:

Section 28.10.431(e). The department shall refund money collected under this section, 
less the departments actuals costs of administration not to exceed eight percent of the 
amount collected [less eight percent as collection costs], to a municipality for which the 
money was collected . . . .

Contact: Gene Dusek, Budget Director
Office of Management & Budget 

Phone: 343-4490
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p  S E N A T E  C O M M I T T E E  R E P O R T  

^ / F i r s t  C o m m i t t e e  o f  R e f e r r a l

DATE: 2 /2 3 /9 6 FURTHER ./T inancj

D A T E  T U R N E D  I N T O  O F F I C E :

T h e  C R A  Committee considered C S  F O R  H O U S E  BILL NO. 272(FIN)

"An Act relating to municipal taxation of motor vehicles; and providing for an effective date."

and recommends:

[ ] be replaced with CS

[ ] adopt previous  CS__

[ ] attached amendment(s)

[ ] adopt Letter of Intent by _ 

[ ] further referral to the___

. Committee 

Committee

Senate Bill:
[ ] same title 

J  [ ] new title 
House Bill:

J  [ ] same title 
[ ] technical title 
[ ] new: SCR*___

SIGNING 2(2 PASS DP OTHER RECOMMENDATIONS NR DNP AM
(

______1

' 9 £ r

• j /

J /

CHAIR: CHAIR:

NEVraSCAL NOTE(S):
Department Date Zero Fiscal

PREVIOUS FISCAL NOTE(S):*
Date Zero Fiscal

l i n k / .

' J

[ ] APPROPRIATION -  no fiscal note '"include fiscal notes accompanying Governor’s bill




