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Senator Kim Elton

SB 227 - Property Tax Relief Amendments

Sponsor Statement

SB 227 is proposed in response to initiative petition 99PTAR, certified to
the 2000 general election ballot, which caps municipal property taxes statewide.
That initiative, if passed, replaces the current 30 mill or 3 percent limitation of
levy with a 10 mill or 1 percent levy. In addition, it requires payments on
bonded indebtedness to be included within the tax cap, and prohibits local
property assessments from rising more than 2 percent annually.

Under article XI, section 6 of the state constitution, an initiative measure
which is adopted may not be repealed by the legislature within two years of its
effective date but may be amended at any time. SB 227 amends the proposed
initiative 99PTAR by allowing a municipality to establish a different limitation
levy, not to exceed 30 mills or 3 percent of assessed value.

* A general law municipality may establish a different limitation of levy

by ordinance "approved by the voters";

e A home rule municipality may establish a different limitation of levy
by including itin the municipality's home rule charter; such charter
amendments require voter approval.

In addition, SB 227 exempts school bond debt from the tax cap.

SB 227 becomes effective only if the voters approve the tax cap initiative
(99PTAR). A conditional effective date isnot an uncommon legislative practice
and is typically used when the substance of legislation is meaningful only in
relation to another event—the passage of a companion bill, the repeal of a
regulation, the adoption of a proposed state constitutional amendment, or some
other event. For example, in 1978, a capital move proposal, the FRANK
Initiative, (ch. 143, SLA 1978) was tied to passage of a bond issue for costs of
relocation of the capital. When the bond issue failed, the Frank Initiative and
companion statutes were automatically repealed.

SB 227 returns control of local taxation to local citizens and prevents a
group of voters from proscribing the level of government taxation to be imposed
and services to be provided in a community of which they are not residents.

In addition, SB 227 may prevent the likely fiscal devastation of local
government services which will result from passage of the initiative. In the
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municipality of Anchorage, for example, passage of the initiative would result in
a 31.6% decrease in property tax revenue, a loss of $82 million. If the loss in
funding were shared between general government and schools, municipal
services funded by property taxes would decline from $145 million to
approximately $100 million and school funding would drop from $114 million to
about $78 million. An extremely low tax cap could also cause Alaska municipal
bonds to be downgraded, including revenue based municipal debt. SB 227 offers
community residents an opportunity to reaffirm the level of property taxation

levied upon them.



SB 227 - Property Tax Relief Amendment

Sectional Analysis

Section 1. Limitations of levy.

Adding a new subsection to AS 29.45.090
(e) Provides that the 10 mill or 1 percent property tax cap embodied in the
ballot initiative does not apply in a municipality that establishes a

different property tax cap; the new cap established by a municipality may
not exceed 30 mills or 3 percent of assessed value.

All property taxed in a municipality must be levied at the same rate.
(1) In a home rule municipality, a different limitation of levy shall
be set by inclusion of a provision in the municipality's home

rule charter; charter amendments require voter approval.

(2) In a general law municipality, a property tax cap shall be set by
ordinance approved by the voters.

Section 2. Limitations on taxes to pay bonds.
This section provides that payment of the principal and interest on bonds
issued after January 1,2001, must be included under the cap of 10 mills or
1 percent limitation of levy (a provision of ballot initiative 99PTAR),
except for payments of the principal and interest on school bonds.

Section 3. Conditional effect.

This act takes effect only 4f the initiative known as 99PTAR is approved by
the voters.

Section 4. Effective date.

This act takes effect on the effective date of the initiative identified as
99PTAR.
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MEMORANDUM January 26, 2000

SUBJECT: Basis for submission of a measure to amend Initiative 99PTAR, an
initiative proposition relating to the assessment, levy, and collection
of property taxes by home rule and general law municipalities (Work
Order No. 21-LS1265\G)

TO: Senator Kim Elton

FROM: Jack Chenoweth
Assistant Revisor of

The measure proposes to amend AS 29.45.090 and 29.45.100. The provisions amended are
themselves affected by Initiative 99PTAR, an initiative proposition relating to the
assessment, levy, and collection of property taxes by home rule and general law
municipalities. Press reports this morning indicate that the lieutenant governor will direct

placement of the measure on the election ballot.

The measure to amend the initiative is based on language ofarticle XI, section 6 of the state
constitution:

Enactment. If a majority of the votes cast on the [initiative]
proposition favor its adoption, the initiated measure is enacted. 1fa majority
of the votes cast on the proposition favor the rejection of an act referred, it is
injected. The lieutenant governor shall certify the election returns. An
initiated law becomes effective ninety days after certification, is not subject
to veto, and may not be repealed by the legislature within two years ofits
effective date. It may be amended at any time. An act rejected by
referendum is void thirty days after certification. Additional procedures for
the initiative and referendum may be prescribed by law.

(Emphasis added.) The measure, predicated on the statement in article XI, section 6, that
"[an initiated law] may be amended at any time" is drafted to take effect if the initiative is
approved by a majority of the voters and to take effect on the date that the initiative takes
effect as an initiated law, i.e. 90 days after certification of election results by the lieutenant
governor, The measure's provisions do not take effect independently of, or in advance of,
the taking effect of the initiative if the initiative is approved by the voters.

JBC:glc
00-032.glc



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
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MEMORANDUM February 12, 2000
SUBJECT: Senate Bill 227: Making the taking effect o fthe bill conditional upon

voter approval of an initiative and giving the bill's provisions an
effective date that corresponds to the effective date of the approved

initiative.
TO: Senator Kim
FROM: Jack Chenow

Assistant Rev

You have asked me to address the propriety of making the taking effect of Senate Bill 227
conditional upon voter approval ofan initiative, Initiative 99PTAR, the ten-mill property tax
cap initiative, and giving the bill's provisions an effective date that corresponds to the
effective date ofthe approved initiative.

Effective date o fbill corresponding to effective date o finitiative:

The matter of setting a bill's effective date is left to the legislature. Article I, section 18,
Constitution of the State of Alaska. If an effective date other than the 90-day delayed
effective date is sought, it must be adopted by a two-thirds vote of each house.

The state constitution authorizes use of initiatives. If approved by a majority of the votes
cast on the question, an initiative becomes effective 90 days after the results ofthe election
are certified by the lieutenant governor. The state constitution explicitly allows the
legislature to amend the initiative "at any time." Article XI, section 6, Constitution of the
State of Alaska. In a bill that, in part, modifies the text of a proposed initiative (to create an
exception) and that, in part, adds a provision to a codified section that is being amended by
a proposed initiative, having those changes take effect on a date that corresponds to the date
that the initiative, if approved, is to take effect is fully consistent with authority given to the
legislature under article Il, section 18 and article XI, section 6.

Making theprovisions o fthe bill conditionally effective:

The amendments proposed by Senate Bill 227 are to operate only in the context of the
changes that are being made by the initiative if the initiative is approved. The amendments



Senator Kim Elton
February 12, 2000
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are drafted to the initiative's changesZand would serve no purpose if the initiative is not
approved.

The Legislative Drafting Manual recognizes the use cf conditional provisions in instances
in which the coming into effect of one bill is related to another event-the passage of a
companion bill, the adoption, amendment, or repeal of a regulation, the adoption of a
proposed state constitutional amendment, the passage of federal legislation, the final decision
in pending litigation, or some other identifiable event. Manual ofLegislative Drafting, at
p. 31. Making the taking effect ofa bill (or part of a bill) contingent on, for example, the
adoption of another bill has become almost routine in some matters.

In this instance, making the taking effect of Senate Bill 227 contingent on the adoption of
other legislation, albeit a "bill" that becomes law based on compliance with the initiative
process and a public vote, should not be regarded as an exceptional departure from current
practice. The legislature has pegged the taking effect of a legislative Act to a public vote on
another proposal in at least two very well-known instances. In the legislation (ch. 143, SLA
1978) proposing incorporation ofthe "Alaska Capital City Development Corporation™ that
would have acted to establish a new capital city in Southcentral Alaska, the measure's section

6 provided that

This Act takes effect 30 days after certification that a bond issue for
costs ofrelocation of the capital has been adopted by the voters of the state.

Atthe November, 1978, general election, the voters rejected a bond issue for that purpose.
In ch. 54, SLA 1981, by AS 44.06.196(j), enacted in sec. 1 of that Act,

If the ballot proposition provided for in this section is approved by a
majority of the votes cast on the question, an amount equal to the estimate of
total costs may be expended to complete relocation of the capital. If the
ballot proposition is rejected by amajority ofthose voting on the proposition,
the Capital Relocation Initiative (AS 44.06.100 - 44.66.190, the "FRANK
Initiative" as amended (AS 44.06.195,44.06.196), the laws establishing the
New Capital Site Planning Commission (AS 44.06.200 - 44.06.299), and the
Relocation Indemnification Act (AS 44.08) are repealed.

T Recall that Senate Bill 2277 bill section 1 adds a new subsection, subsection (e),
to AS 29.45.090 to displace the 10-mill property cap limitation of AS 29.45.090(a) as re-
enacted by the initiative, while Senate Bill 227's bill section 2, amending AS 29.45.100,
makes a direct amendment to the text ofsec. 2(3) of the language ofthe initiative to take tax
levies for scl )l1bonded indebtedness out of the general rule that municipal bonds issued on
or after January 1, 2001, are subject to the cap. Neither of the changes made in these bill
sections v ikes sense without reference to the changes that would be wrought by the

initiative
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The ballot proposition was rejected and the specific laws and Acts enumerated in
AS 44.06.196(j) were thereupon repealed.

Conditioning the taking effect ofan enactment on approval of a related measure by public
approval given in a public vote is not so exceptional or unusual that it should give rise to a

successful legal challenge.

JBC:jdr
00-076.jdr



AMENDMENT

OFFERED IN THE SENATE

TO: SB 240 BY: Sen. Hoffman

Page 3, line 5, insert new subsection (f) as follows:

“(f) The department shall not assess nor collect administrative charges under this section
from CDQ groups, representing communities not eligible for the CDQ program as of the
effective date established in section 6 of this Act, for a period of two years from the
actual award of fishery quota to that newly formed CDQ group.”

Re-letter subsequent subsections accordingly.



Municipalities with property tax caps

Anchorage: (a) prior year's tax revenue, plus
(b) CPI, plus
(c) taxes on new construction.
Fairbanks: same as Anchorage.
Juneau: 12 mills; bonds not included.
Kenai Borough: 8 mills; bonds notincluded.
Kodic Borough: same as Anchorage plus
* Emergency expenses, plus

* Revenue for legal settlements and costs.
* Bonds notincluded.

Sitka: 6 mills; bonds not included.

Petersburg: 10 mills; bonds not included.
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HISTORICAL SUMMARY OF MUNICIPAL PROPERTY TAX RATES

(1997-1999)
Mill levies are listed for the cities located within the municipality. The mill rates will not be listed for all service areas, however, a

range of mill rates is presented for each municipality. For a specific service area mill fate, contact the local municipal assessment
office. An assessmentjurisdiction mailing list can be found at the end of this publication.

Municipality 1997 1998 1999

MUNICIPALITY OF ANCHORAGE
(Unified Home Rule)

General Government 2.09 2.07 211
Education 7.70 7.77 7.79
Fire 1.65 1.56 1.59
Roads/Drainage 3.44 3.52 3.28
Police 2.97 2.70 2.56
Parks & Recreation 0.78 0.85 0.82
Building Safety 0.01 0.01 0.01
TOTAL 18.67 18.53 18.16
Smallest mill rate reported 9.90

Largest mill rate reported 18.18

Total number of service areas reported 43

BRISTOL BAY BOROUGH
(Second Class)

General Government 0.00* 0.00* 0.00*
Education 475 4,75 5.00
Solid Waste 1.50 1.50 1.00
Public Safety 2.25
Waste Water 1.00 1.00 1.00
TOTAL 7.25 125 10.25

Mill rate is areawide.
* General government is funded through fish tax.

FAIRBANKS NORTH STAR BOROUGH
(Second Class)
City of Fairbanks (Home Rule)

School & Library Bonds 0.582 0.880 - 1.010
General Government (Boro) 4311 4.064 5.170
General Government (City) 5.966 5.999 6.000 -
Education 8.497 8.831 8.3000
TOTAL 19.356 19.774 20.480
Smallest mill rate reported 16.1840
Largest mill rate reported 30.1890 City of North Pole 17.968

Total number of service areas reported 131 Borough Levy 16.184



TABLE 5

continued
Municipality 1997 1998 - 1999
HAINES BOROUGH
(Third class)
City of Haines (First class)
General Government 5.85 5.85 5.85
Education 4.50 4.50 4.50
Medical -0- -0- -0-
TOTAL 10J5 1033 10.35
Smallest mill rate reported 4.74
Largest mill rate reported .6.60 Borough Levy  4.50
Total number of service areas reported 5
CITY AND BOROUGH OF JUNEAU
(Unified Home Rule)
Education 5.20* ' 5.61* 5.61*
Fire 0.98 0.93 . 0.93
Police 5.71** 5.48** 5.48**
TOTAL 11.89 12.02 12.02
Smallest mill rate reported 6.12 -
Largest mill rate reported 12.22 *includes schools, bond debt & general govt
Total number of service areas reported 3 ** includes Police, Transit, Streets & Parks
KENAI PENINSULA BOROUGH
(Second Class)
City of Kenai (Home Rule)
General Government .3.50 3.50 3.50
Borough . 830 - 8.00 - 8.00
Hospital 0.40 0.40 0.40
Kenai Peninsula College 0.08 me 0.08 0.10
TOTAL 12.28 ' 11.98 12.00
Smallest mill rate reported 8.60 City of Seldovia 153S
Largest mill rate reported 12.75 City of Homer 15.60
Total number of service areas reported 13 City of Seward 11.22
* _ City of Soldotna 12.90
City ofKachemak 11.10

. . Borough Levy " mm= 800




TABLE 5

continued
Municipality 1997 1998 199
KETCHIKAN GATEWAY BOROUGH
(Second Class)
City or Ketchikan (Home Rule)
General Government 0.57 0.57 0.62
Education 6.43 6.43 6.88
Police 143 143 143
Fire 1.07 1.07 1.07
Public Works 4.20 3.90 3.90
TOTAL 13.70 13.40 13.90
Smallest mill rate reported 7.50 .
Largest mill rate reported 11.63 Borough Levy  8.43
Total number of service areas reported 14 City ofSaxman 7.50
KODIAK ISLAND BOROUGH
(Second Class)
City of Kodiak (Home Rule)
General Government 2.00 2.00 3.00
Borough/Education 9.25 9.25 8.25
TOTAL 11.25 11.25 11.25
Smallest mill rate reported 9.25
Largest mill rate reported 12.50
Total number ofservice areas reported 8 Borough Levy  9.25
MATANUSKA-SUSITNA BOROUGH
(Second Class)
City of Wasilla (First Class)
Borough/Education 11.50 11.73 12.5C
City 1.50 1.30 1.20
Fire 1.30 1.00 1.00
TOTAL 14.30 14.03 14.70
Smallest mill rate reported 12.50 City of Palmer 15.50
Largest mill rate reported 18.86 City of Houston 15.00
Total number of service areas reported 27 Borough Levy 12.50

23



TABLE 5
. continued

Municipality 1997 1998 1999

NORTH SLOPE BOROUGH (Home Rule)**

General Government 2.77 2.66 2.42
Educu._on 2.35 2.48 2.59
Debt Service 13.39 13.36 13.49
TOTAL 18.51 18.50 . 18.50

Mill levy is areawide

CITY & BOROUGH OF SITKA (Unified Home Rule)

General Government 3.00 3.00 3.00
Education 3.00 3.00 3.00
TOTAL 6.00 6.00 6.00

Mill levy is areawide

CITY & BOROUGH OF YAKUTAT (Home Rule)
General Government/ Education 9.00 ' 9.00 9.00

TOTAL 9.00 9.00 9.00

Mill levy is for road accessed property only
Property without road access is taxed at 6.0 mills

** See "Explanation of Millage Rates" on next page.



Municipality

CITY OF CORDOVA (Home Rule)
General Government/Education

TOTAL

Smallest mill rate reported
Largest mill rate reported
Total number of service areas reported

CITY OF CRAIG (First Class)
General Government

TOTAL

Mill rat: is areawide

CITY OF DILLINGHAM (First Class)
General Government

TOTAL

Mill rate is areawide

CITY OF EAGLE (Second Class)
General Government

TOTAL

TABLE 5
continued

1997

14.48
14.48

11.49
11.49

6.00
6.00

8.00
8.G0

1.00
1.00

1998

14.48
14.48

6.00
6.00

8.00
8.00

0.00
0.00

Mill rate is areawide. Note: There was no property tax levied for 1998.

CITY OF NENANA (First Class)
- General Government

TOTAL

Mill rate is areawide

CITY OF NOME (First Class)
General Government .

Education

TOTAL

Mill rate is areawide -

12.50
12.50

3.0622
9.6878

1275

11.50
11.50

3.9861
7.12398

11

199

14.00
14.00

6.00
6.00

8.00
8.00

0.00
0.00

11.50
11.50

5.18
6.82

12.00



Municipality

CITY OF PELICAN (First Class)
General Government

TOTAL
Mill rate is areawide

CITY OF PETERSBURG (Home Rule)
General Government

TOTAL

TABLE 5
continued

197

6ad °
6ad@

1000
10

6
6

10
100

City has three service areas, however all three have the same mill rates

CITY OF SKAGWAY (First Class)
General Government

TOTAL

Smallest mill rate reported
Largest mill rate reported
Total number of service areas reported

CITY OF UNALASKA (First Class)
General Government

TOTAL
Mill rate is areawide

CITY OF VALDEZ (Home Rule)**
General Government'
Education

TOTAL

CITY OF WHITTIER (Second Class)
General Government

TOTAL
Mill rate is areawide

CITY OF WRANGELL (Home Rule)
General Government
Education

TOTAL

Smallest mill rate reported
Largest mill rate reported
Total number of service areas reported

**See "Explanation o f Millage Rates" on next page

700
700
158

S8
5

n7s
1178

147611
51640

199151

5.00
5.00

880
120

120
12@0

27

700
700

178
1178

151830
4.8170

500
5.00

880
120

880
880

173
178

14940

500
500

n
189

9.00
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PROJECTED IMPACT ON ANCHORAGE OF INITIATIVE PETITION
"AN ACT PROVIDING PROPERTY TAX AND ASSESSMENT RELIEF" (9SJPTAR)

Anchorage 2000 will Rales
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Impact of 99PTAR
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School District $33 million
$73 million
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2000 PROPERTY TAXES FOR CITY SERVICES

{$ Million)
Police
$39.2 M
Fire/EMS
$26.1 M
Cultural &
Recreational Services
$16.4 M
Street Maintenance/ _ _
Snow Removal Public TransBlortatmn
$454 M $3.6
Health - $3.8 M

Other- $13.0 M
TOTAL = $147.7 Million

JPVOpHAfIre/Prap Tiaxsi for Qity Svea~H



CAUSES OF ANCHORAGE PROPERTY TAX INCREASE
(1990-2000)

$ Millions

TOTAL INCREASE DURING PAST DECADE: $125 MILLION

*Yet during this 10-year period...
* Population has increased by 17%,
* Population served by police has increased by 35%,
» \We have added 91 more police officer positions, N
« We have add”d 54 more firefightersiemergency medical positions,
m \\e are now malntalnngSZ additional miles of Municipal roads, and
» Inflation has increased by 34%.

API/kuMfliriTax Increase Causes fIM ff



MUINQAPAL

Ilaska Conference o fMayors

i-m' *




V-

t

1

4 4

Property Tax Cap Will Hurt Alaskans

The proposed initiative does two main things:
1. Limits local mill rates to 10 mills per municipality, including fu-
ture bond debt (20 mills for residents ofcities in boroughs).
2. Limits increases in assessed value of individual properties to no
more than the Consumer Price Index, but no more than 2% per

year.

Local Rights Issues:
» Takes away local voters’ rights: People in other parts of the state
have no right to set mill rates for your municipality. Once set, your com-
munity can’t change the cap, even if all of the residents want to do so.
Communities already have the power to adopt local caps designed to meet
their own needs and many have done so.

« Some people get tax breaks, some don’t: Owners wilh property of
equal market value may pay different property tax amounts for two rea-

sons:
1. Since property will only be assessed at true market value when it is

sold or constructed, new homeowners will pay higher taxes than others.
2. The 2% cap in assessed value increases will give a tax break to
property owners with property that is more quickly growing in value.

« Ifyou live in acity in a borough, you arc treated unfairly: Each
municipal government gets a separate 10 mill tax cap. The cap is20 mills
ifyou live in a city within a borough.

e Critical local public services slashed: The initiative would slash the
major revenue by halfin our largest municipalities. Schools are the key
municipal service frnded by property taxes. Schools average 9.7 mills in
the three largest municipalities.

« No new school construction: The initiative cap freezes bond repay-
ment for new capital construction. Construction ofnew schools or other
local improvements will be virtually impossible under the cap, even ifap-
proved by local voters.

« The initiative means new taxes, not a tax cut: How do petition
advocates think schools, roads, and other services will be provided? The
petition organizer states, “Its not my problem." He isright, it isYOUR
problem. Alaskans won allow inadequate education, public safety, and
road maintenance.

Page 7

"People in otherparts of
the state have no right
to setmillrates for
your municipalty.”
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by the Lt. Governor’s office along with 24,183 signatures. The required 72, f
number of signatures is 22,716, representing 10 percent of the voters that *2
., ~ castballotsin 1 X
A Zreach the Lt. Governor’s Office and therefore will be the first processed by #j y
the Division of Elections, charged with, validating signatures. Indicationsare ¢ ,;

fm.  plicate and invalidated signatures. M ; \E.?YY (y—y
11- ' -m

.y Anchoragebeginning to take serious.rote J:yy'  ?S?.AvV,
SVE, v - -t - 'Tri'5-) "1S*Em? e S A A
yf * Immediately after the Legislature’s opening session the Anchorage yi; V

i T Senate caucus held a brief noon meeting with Anchorage Mayor Rick ~ fy  Jy;
%(  Mystrom and City Attorney Mary Hughes. The subject was intended to be vy

broader, but ended up almost exclusively focusing on general discussion of
ST/

to pin down detail on the mechanics of the proposed law, as well as its im-
pact, both in terms of municipalities and also state interests.

The first municipality in front of the 10 mill firing squad is the state’s
largest, Ancfi”ige, which operates on a calendar year budget. Most other
municipalities operate on a fiscal year, and for them there will be roughly
six months to make adjustments. But Anchorage will face a new budget
year beginning January 1,2001, just days after the effective date of the 10 ;
mill law, if adopted. A A TV
Vi e -V Continued nextpage



Caiander year budgets face immediate impact

>f-e (continued) The 10 mill initiative would be approved at the November
general election, and probably certified in early December. This leaves An*
chorage virtually no time to revise its budget, although the domino impact
on Anchorage schools would occur a little later, affecting the Sept-2001-

June/2002 school year. *

At this point there is a minimum of answers and lots of questions about
the 10 mill municipal property tax. If there are any conclusions to be drawn
from the discussion in the Anchorage caucus it’s that there are more ques-
tions than answers at this point. The Alaska Municipal League will be one of
the main conduits for presenting the issue before lawmakers. e

Anchorage municipal shap slot

Anchorage in 1999 had a general mill levy of 17.82 mills. Past debt ser-
vice, grandfathered in at roughly 3.19 mills in 1999, would be allowed out-
side the 10 mill cap. Nevertheless, this would still leave Anchorage at 14.63

mills, or 4.63 mills above the cap,

-propertyJaxreyenue’
z lion! Assuming a shared decrease for general government and schools, mu-

Jfidpal®rvioisl"dedS~*n*eny”

Compounding Anchorage’s problem is: (1) the immediate timeframe
and (2) a charter provision, adopted by initiative in 1998; requiring a 60 per-v*
¢~ nt margm”to adopt a.municipal saleSytaxiln the recent Anchorage caucus
I '3HS discussion, which was pretty brief and certainly very informal, one briefsug- .
ISSR'gestion was to amend Title 29 to prohibit supermajorities for revenue enact-
-®f|R.ments, the logic being that a supermajority empowers a minority, allowing
Anchorage a reasonable shot at adopting a sales tax. The 10 mill cap also has

-engendered some;

tby statute; to local governments;
Continued, nextpage 4
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Legislative treatment of the 10mil! cap

e 7Sy, R
7J to meet the general tenantsofaninitiativeymeaniiig cleanitup a bit, and | 55[8 [3 1-1m

the ef-
i t-f fective date, or the 2 percent assessment value provision, and these are the
m/v three features that do the damage. Conclusion: The Legislature has no real £
[*°c opportunity to remove the initiative from the ballot’

.n.] y m; ; gubsgquenﬁt ammendment: The Legislature is restricted from amending -
law adopted by initiative for a two year period. However, even after two .yg:
years the Legislature would have to exercise great political care in amending -|
, @10 mill cap. Conclusion:

SJ move

guarantee of promise to pay. JHowever, bond buyers also have to be able to
: see sufficient possible tax capacity to maintain capital facilities over the life
of the debt. TAn extremely lowtaxcy/raiid restricting debt millagercbuld 7 vy

uded,includ.-
#ingWenirevenue.based municipal debtWe¢it - ' > 2 ;
f s s L1188 [|fF;2 ::]3SSI "-eill}y :}%-
Collateral impacts on Alaska debt capacity
~=8S==1r\\v~._

cludesidebf," impact the state’s own bond ratings, including possibly having a
domino impact on agencies like the Alaska Housing Finance Corporation
(AHFQ and the Alaska Industrial Development anmd Export Corporation
(ATDEA). If so including debt under the cap would have extensive impact.

This will be a subject ofdiscussion in ourfuture reports.

Lawmakers, after some years, possibly in concert with other revenue 1 ;
actions, might be able to increase the 10 mill limit, and also possibly amend 1
the law relating to the increase in assessments. P, y’y vy

Continued nextpage
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o m : der debtsupport. What this means is the governor has said: “Bond for
schools,” the House legislative majority has said: “Bond for schools,” the

2

nor and House lawmakers are at least working off the same page, the details
mof what’s on the page has a long time to evolve. Two out of three of the play-
"7 fers agreeing to bond, and agreeing to roughly the same ballpark figure, is not

Pﬁﬂ , bad as a start for the school construction issue. —
u-77.1y | -y y,>y --
- Unlversny ofAlaska -new funding support' V.
k;\/j[ 2 VeV [ UBHEPYRE e

| rhe Governor made clear he will support a$16 9 million increase in

budget requested by the University Board of Regents. Knowles said state
18\ support for universities has increased 42 percent nationally over the last de-
y cade, but nly 2 percent in Alaska.. ; 7T7

Non-quality schools -maintaining low performance!
WI‘ Here we must pick on the governor a bit. He said that in 20 of Alaska’s
AR 53 school districts “at least half of the 11th graders scored at the bottom
- guartile in reading, language, or math.” However, proposed is only $7.6 mil-
2.5 | lion for “prep kinds” of initiatives, obviously needed do something for stu-
-t dents at risk by the state’s new high school “execution exam.” Good inten-

. tions and symbolism aside, $7.6 million is like giving 2,000 students in the
!g: middle of the Sahara desert, dying of thirst, a cup with 7.6 drops of water.
By the way, schools outside those 20 districts have plenty of problems, too,
but their students at risk, lots of them, are masked by being averaged in with
. hlgh end kids. -More on this later, lotsmo re!

\Y@ ; Page 4
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Alaska mayors warn thatthe 10 mill

initiative is a bad deal for everyone!

Alaska mayors say that the initiative proposing a 10 mill property tax cap is a bad
deal for everyone, including property owners. Ignoring the issue will have domino
Impacts, they say, complicating prospective state fiscal policy.

What can lawmakers do to help?

One thing the mayors say is that lawmakers should leave alone further state/mu-
nicipal revenue sharing budgets, at least for now. They would like to have no further
cuts, but urgently stress no cuts this year! What Anchorage Mayor Rick Mystrom
hopes to do is put together an Anchorage property tax reduction for the current year,
but he says a further cut in state revenue sharing will force a tax increase (even with
the local reduction). This would put a tax increase right into sync with the 10 mill is-
sue going to the ballot in November. Mystrom wants to avoid this collision of two di-
verse policy initiatives that might encourage voters to opt for the tax cap.

Municipal officials say the best scenario is for the 10 mill cap proposal to fail.
Hopefully, then the debate over the 10 mill initiative would lay the foundation for key
municipalities such as Anchorage, Fairbanks and Mat-Su, to curiously consider broad-

ening their tax revenue base by adopting sales taxes.
Ongoing debate of our responsibilities to pay for what?

What the 10 mill controversy will do is continue the debate over taxes and re-
sponsibilities. Who should pay for what and how? Obviously this is a public debate

that needs more discussion and continuity,

Continued nextpage



Some broadbrush snap shots

What we have now: We now have a 30 mill cap. Debt obligations can be above
30 mills, which is important. This gives our bond buyers a clear and unfettered prom-
ise to pay, helping with bond ratings and to secure lower interest rates.

Current state average: The current state average mill rate is roughly 15 mills.
Despite the average, in most medium size cities the rate is 8to 12 mills.

First 10/12 mills - municipal core operations/school: For most communities
municipal operations, plus areawide school contributions, consume the first 10-12
mills of a levy. Within this core levy is a mandatory 4 mill state requirement for
schools, but many municipalities pay more. For example: Ketchikan 6.43 mills; Ko-
diak 9.25 mills; Fairbanks 8.3 mills; Anchorage 7.79 mills; Bristol Bay 5 mills.

After 10-12 mills - taxing jurisdictions/service areas: The mill outlay beyond
10-12 mills is largely consumed by special jurisdictions within municipalities, ones
created orjoined voluntarily by citizens to provide their own service needs.

In general mill rates above 12 mills tend to finance elective services by citizens. It
is important to consider that the people in these areas have usually: (1) specifically
agreed to the range of services, (2) agreed that they will have to pay the cost of such
services, and (3) generally understand they cannot expect other taxpayers to pay for
their SpECiﬁC package of services. No te: Fairbanks has 13 | service areas, Mat-Su 27,

with most being road orfire service areas.

Whyv service area millage is important: The mill costs above 12 mills are im-
portant to focus on because the 10 mill cap simply unilaterally disallows anything
above 10 mills. This creates a structural limbo for such service areas, and policy mys-
teries in terms of fashioning anything to replace them. There is no functional way to
provide for the service area needs without asking core taxpayers to pay, increasing the
core levy, which then also creates demand from other areas for similar treatment.

Squeezing below 10 mills leaves no capacity elective service area millage, re-
gardless of the taxpayers desire to pay it. Next, even municipalities below 10 mills
need to maintain capacity for future debt. If they don’t, then they can’t borrow, and
this has ramifications for things like new subdivisions, road replacement and upgrade,
and maintenance, let alone borrowing under the state school debt support program.

Continued nextpage
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Wrangell, Petersburg, Craig, Nome, Dillingham

These are cities with city school districts, which vary from a high of 14 mills to 6
mills, but the mill rate doesn’t tell the whole story. Unlike Fairbanks, Anchorage, and
Mat-Su, which have zero sales taxes, these communities levy sales taxes ranging
from 4 percent to 7 percent. Wrangell levies a 7 percent sales tax, Petersburg a 6
percent tax, Cordova has 6 percent, and Craig and Dillingham 5 percent. The pointis
that these cities are already using a broad base of their tax options, and for the most
part they always have. Few of them received the tax holiday the railbelt boroughs
have experienced, in part because they are sophisticated and well-integrated small
cities operating a full agenda of municipal services. These are also old cities, used to
running their own affairs, and with constituencies used to paying their way.

The problem for these cities, which also operate city school districts, is they
might have wiggle room right now, but they alsc have little alternate tax base left to

tap. Most also apply their property tax fairly broadly.

Sitka, Ketchikan, Yakutat, others

Sitka: Sitka is a unified municipality under a single 10 mill cap, and at 6 mills
seems comfortably under the 10 mill cap. However, Sitka already has a5 percent
sales tax, and exercises its property tax fairly broadly, taxing business equipment,
inventory, boats and aircraft. Sitka is in the range of boroughs that participates in the
state debt reimbursement program, and presently carries $1,506 per capita debt.

Ketchikan: Ketchikan is a second class borough with the home rule City of
Ketchikan in its center. The mill rate within the city is 13.9 mills, and the borough has

8.3 mills, but Ketchikan has a borough sales tax of 2 percent and a city sales tax of
3.5 percent, for a combined sales tax rate of 5.5 percent, the rate most people will pay.

There is not a lot of slack here,

Yakutat: Yakutat is one of our newest boroughs, making the transformation from
a first class city operating its own school city district to a borough in the 1990s. Pres-
ently Yakutat has a 9 mill real property tax rate, but also a 4 percent sales tax, plus a
bed tax, car rental tax, and a 1 percent raw fish tax. The community is 1 mill from the
proposed tax cap and pretty well using all other revenue options available. The Yaku-

tat Borough also has a per capita debt of $1,136.

Continued nextpage
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Smaller boroughs and cities: A problem they grow into!

(continued) The broad picture we have is that our smaller boroughs and many
medium size cities are not in an immediate crisis situation under a 10 mill cap. Over
the longer term they have problems because: (1) most already use alternative tax
bases, and (2) this class of city will be the most burdened by continued erosion of all

kinds of state services.

Railbelt: Mostly immediate crisis - sales taxes or cuts!

The railbelt faces the immediate crisis, with the exception of the Kenai Peninsula
Borough, which already has a diversified tax base splitting burdens between property
taxes and sales taxes. However, like the smaller boroughs and cities discussed above,
the Kenai Borough and its cities are already tapping their sales tax base at roughly 5
percent. The borough sales tax is only 2 percent, but within cities, where most pur-
chases are made, it is a combined 5 to 5.5 percent. Cities within second class bor-
oughs get some relief by getting their own 10 mills, without burden of schools.

Anchorage and Fairbanks face difficult situations, but both are large commercial
centers and have considerable alternate capacity in the form of sales taxes. However,
Anchorage adopted a charter amendment (by initiative) several elections ago requir-
ing a supermajority to adopt a sales tax. As we’ve said before, achieving a 60 percent
margin on a controversial fiscal issue is a tough political challenge.

The irony oftheAnchorage situation is they could go to a special
election for a sales tax, get a majority butfail supermajority. The subse-
quent drastic cutsfor municipal services and schools would then invite

interesting citizen reactions, since citizens would be confronted with cuts

despite their majority willingness to tax.

Service districts - solution a mystery.

As atax cap squeeze takes place, the mystery remains as to how service districts
can survive. Certainly, service district residents cannot expect a gift of services, plus
the services are extremely varied. We also need to remember that service areas repre-
sent a huge gift of flexibility, allowing a response to varying needs, varying ability to

pay, and allowing choice to the users.

. Page 8
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A 10mill poll - aray of hope!
I\/Iaybevvepgmavaraglocal%

An Anchorage based poll by Ivan Moore Research has surprised politi-
cal observers, showing that 50 percent of Anchorage area voters, at this time,
were willing to say they opposed a 10 mill cap on property taxes. Of those
sampled in the municipality-wide poll 42 percent said they supported a 10
mill cap, while 8.1 percent said they “didn’t know.” The question asked
was straight forward and did not include suggestions of side issues, such as

Issues surrounding service areas, ability to bond, or impact on bond ratings.
(Note: See question askedpage 2)

Local Supplement
2/12/00 with Dig #6/00

Some demographic highlights:

*Those of less education tended to support the 10 mill cap; those of the
highest education were most opposed to the cap (60 percent).

*Younger respondents also tended to support the cap, while older respondents
opposed the cap.

*Those of less income and tended to support the cap; those with the
higher income tended to oppose the cap.

* Married respondents were more opposed to the cap than single people.

* Non politically affiliated tended to oppose the cap, as did union members and
Democrats, while Republicans and conservatives favored the cap.

* Men tended to oppose the cap more than women.

Continued nextpage
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The question asked!

There is a statewide initiative that will appear on the November ballot that
proposes capping property taxes at a maximum of 10 mills statewide. In Anchorage
property taxes current range between 13 and 18 mills. Proponents of the initiative say
property taxes are too high and should be reduced. Opponents say that this proposal
will cause significant reductions in basic municipal services, or will necessitate other
types of taxers to replace lost revenues. Do you support of oppose the statewide
initiative proposal to cap property taxes at 10 mills?

Support and opposition by area

The strongest opposition (57 percent) came from West Anchorage, a
more affluent area of Anchorage. The lowest opposition was downtown, at
46% favoring the cap and 45% opposing the cap, which may reflect a higher
percentage of “renter” respondents less directly familiar with property taxes.
Affluent South Anchorage tended to split on the issue. East Anchorage op-
posed the cap at 52.5 percent, Eagle River at 50 percent, while midtown

opposed the cap at 56.6 percent.

Issues to yet to surface

Many issues are yet to surface that will influence voters on the 10 mill
initiative. One issue will be school cuts. In the three largest railbelt bor-
oughs, Fairbanks, Anchorage, and Mat-Su, there will be serious issues of
school budget cuts if the initiative is approved. The only alternative is a
hefty and broadly applied sales tax, a general tax paid areawide and then
used to make up lost local revenues for an areawide service - schools.

Another issue is debt, and the ability of local governments to bond for
Improvements. This is serious for Anchorage in terms of maintaining mu-
nicipal structure, and for all major municipalities in terms of schools. There
is also the issue of bond ratings, and collateral impacts that might reach the
bond ratings of the state, and its subsidiarie. This costs a lot of money for a

lot of people, in a lot of different ways.

Continued nextpage
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Issues to yet to surface (Cont’d)

The complex issues that revolve around service areas represent an inter-
esting wrinkle as the 10 mill debate progresses. This is especially true in
places like Mat-Su and Fairbanks were significant services are delivered and
supervised generally by local boards through scores of service areas. Fair-
banks has 131 road and fire service areas, and it is important to remember
that two-thirds of the Fairbanks population lives outside the city and is
served by these service area units. In Mat-Su there are roughly 60 such ser-
vice areas, again mostly road and fire service areas. We were also reminded
by a Mat-Su official that service areas in that borough are totally privatized,
with services delivered by bid and contract.

PCE - Universal services fund

Rep. Bill Hudson has succeeded in turning his Utility Restructuring
Committee to the always difficult task of rural power cost equalization. In
many respects the universal services concept is a feature of every utility
within its own operating zone, with more efficient areas helping offset costs
of less efficient service zones. Its a short step conceptually to applying this
concept to the Statewide stage, with larger and efficient bodies of rate-pay-
ers, some lucky enough to sit on top of natural gas, helping offset high rural
energy costs, i.e. helping support PCE. However, this is a long political step.

However, it is interesting to see Joe Griffith, Chugach’s chief financial
officer, consistently willing to bring up, and talk supportively, of the univer-
sal services concept. Griffin’s position is interesting because he represents a
bunch of urban rate payers and because he is also the money guy for
Chugach - chief financial officer. As the CFO, he’s an unlikely type to speak
up for anything that might cost his people money and add to his local rates.

Why is this significant? Well, probably because Griffith has a whole lot
of experience and therefore likely knows where PCE ends up anyway. The
problem is that the rest of us will likely have to take a longer and bumpy po-
litical trail to get to this logical end point. After all, universal rate-payers
probably represent a fairer base to spread utility inequities than state taxpay-
ers, which Alaskans one day may be.

Page 3
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School funding -$10.5 million

As indicated in ourpigest lead story, the good news is that someone has
been willing to say new money without tying it to a political side-spin, like
qguality schools. However, the reality, given inflation, and the fact that
schools cannot readily trim back because of aslip in enrollment, is that
$10.5 million probably still leaves schools a net loser over the current year.

Nevertheless, we might consider that this is the last year of the Republi-
can back-of-the-napkin 5 year fiscal plan. They originally promised a multi-
faceted billion package of cuts matched by new revenue. But having lacked
phonics training, and hampered by speech impediments making it difficult to
say words with “t,” they soon abandoned money raising and turned solely to
cuts. So be it. However, after th*~ year restless majority members with a
modicum of free thought, will be out from under this policy precondition of
cuts only. While it might have been nice if Sen. Wilken had said to roll the
whole $19 million school lapse this year into next year, he provides a wel-
come hint that there may those who will shake the shackles and be willing to
pursue funding initiatives, albeit cautious ones.

Elton’s SB-227 - amending the 10 mill law

SB-277 explores possible solutions should the 10 mill tax cap initiative
become law. Elton’s bill would bar municipalities from selective taxation,
requiring all property be taxed at the same rate. In other words, we couldn’t
have a residential class taxed at one rate, and commercial property at an-
other. However, the bill effectively seeks to amend a 10 mill enactment, both
in terms of debt features and also providing that any limitation on levy be

approved by local voters in municipalities.

The bill relies on language in the constitution that on one hand bars an
initiative law from being repealed for two years, but provides: "it may be
amended at any time. ” It IS the meaning of this later statement that is subject
to debate. Does this mean “amend” far outside the concept of an initiative,
virtually repealing it (but not technically), or is it constrained by the same
constitutional parameters that confine lawmakers in removing an initiative
from the ballot by passing a similar law, cleaning it up and make it work-
able, but prohibited from violating the basic tenants of the proposal.

Page 4

( Digest Supplement ttfioo



RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE

RESOLUTION NO. 2000-04

A RESOLUTION OPPOSING A STATEWIDE PROPERTY TAX CAP
BECAUSE IT REMOVES THE POWER OF LOCAL VOTERS

WHEREAS, the proposed Statewide Property Tax Cap Initiative would remove the power of
local voters to determine the appropriate sources of local revenues. In fact, the voters in many
municipalities have approved spending orrevenue caps thatmeetthe needs oftheircommunity.

WHEREAS, the proposed initiative would do two things:
1. Limits local mill rates everywhere in the state to 10 mills, including future bond debt.
2. Limits increases in assessed value ofindividual properties to the CPI, but no more than 2

percent per year.

WHEREAS, the initiative takes away local voter control. This is akey local taxpayer control
issue because people in one part of the state should not be allowed to setmill rates for people in

other municipalities.

WHEREAS, ifthe initiative is adopted, owners with property ofequal market value may

pay different property tax amounts for two reasons:
1. Property will be assessed at true market value when it is constructed or sold. A newly

purchased or constructed home could pay much higher taxes than one ofequal value that

had not recently been sold.
2. The market values of property in any community may grow at different speeds. The
capping ofassessed values may give a tax break to property owners with property thatis

more quickly growing in value.

WHEREAS, several municipalities have property tax rates ofapproximately 19 mills. This ini-
tiative would cut the major local revenue nearly in half. Schools are the key municipal service

funded by property taxes.

WHEREAS, the initiative’s 10 mill tax cap includes bond repayment for new capital construc-
tion. It may be unlikely that new schools or otherlocal improvements could be built, even if

desired by local voters.

NOW, THEREFORE,BE IT RESOLVED that voters are urged to reject a statewide prop-
erty tax cap because itremoves the poweroflocal voters, could effectively halt school and other
bond construction, and could create an inequitable system of taxation in which owners with
equal property values could pay different amounts of property tax.

40



CITY OF PETERSBURG
P.O. BOX 329 « PETERSBURG, ALASKA 99833
TELEPHONE (907) 772-451!
TELECOPIER (907) 772-3759

February 10, 2000

Senator Kim Elton
State Capitol, Room 504
Juneau, Alaska 99801- 1182

Deai- Senator Elton:

Please accept this letter of support for Senate Bill 277. We believe municipalities must have
local control to de”  ine the level of taxation necessary for local services. Although we hope
the Property Tax Initiative fails, if it does not, it is imperative that SB 277 protect the rights of
the local citizens to choose their level of taxation and service.

The Petersburg City Council, recognizing the potential detrimental impact the Property Tax
Initiative could have on municipalities, voiced their opposition by the approval of Resolution No.

1600-R, a copy ofwhich is attached.

Theodore M. Smith, M~yor
City of Petershurg



RESOLUTION NO. 1600-R
A RESOLUTION OPPOSING THE PROPERTY TAX INITIATIVE

Whereas, an initiative petit.on application was filed with the Lieutenant Governor’s
office on March 12,1999, and certified on June 8,1999, said petition being titled 99PTAR; and

Whereas, the proposed bill sets the value of property at its assessment on January 1 ofthe
first year it is in effect, and assessment increases are generally capped at two percent per year;
and

Whereas, the proposeu bill caps property taxes at one percent (10 mills) of assessed
value; and

Whereas, the potential ill effects ofthis initiative are greatly exacerbated by the reduction
ofrevenues from the Safe Communities/State Revenue Sharing and fluctuating revenues
generated from natural resource harvesting; and

Whereas, a 10 mill cap on property tax assessments would make it difficult to sell bonds
to finance future capital projects approved by voters; and

W hereas, determining the tax levy for a municipality should remain the right ofthe voters
living within the municipality and should not be determined statewide.

Now Therefore Be It Resolved by the City of Petersburg to urge the State of Alaska to
assess the potential impact if this initiative is approved; and

Be It Further Resolved to urge the Governor to use all available legal means to educate
citizens on the negative effects passage ofthis bill would have; and

Be It Further Resolved to urge the administration to pursue a concerted effort to generate
alternative sources ofrevenue which will afford a measure oftax reliefto property owners; and

Be It Further Resolved to urge the members ofthe Alaska Municipal League and
communities throughout the state to undertake a serious examination of the potential impact this
initiative could have on the rights and local control citizens have in their communities to
determine the level of taxation necessary for local services.

City Clerk
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Property tax cap

d ecisions belong at
m unicipal level

vV oters love to pass property tax caps. It’s an
emotional thing, a knee-jerk reaction to rising
property valuation and a sense among citizens that
government gets too much money from us.

Voters in California capped their property taxes when they
passed Proposition 13, with disastrous results. Juneau voters
capped Juneau’s property tax rate at 122mills back in 1995.
Juneau property owners currently pay 10.7 mills for city
operations and
another 1.52 mills for voter-approved debt, bringing our total
mill rate to 12.22. Voter-approved debt isn’t included in
Juneau’s property tax cap.

This fall, Alaskans will have a chance to pass a statewide
property tax cap when they vote on a question being placed on
the ballot through the voter initiative process. Lt. Gov. Fran
Ulmer certified the ballot question, which would limit property
taxes statewide to 10 mills - 1percent of the assessed value.

That may be a good tiling for some communities, but it
would not be a good thing for all of them. It would also
hamstring the ability of communities to set their own tax
rates, and that’s just not fair. Communities should have the
right to cap their property taxes, but they should also have the
right to set them where they wish - whether that be higher or
lower than the state average - through the majority vote
process.

This voter initiative implies that every city and town is
identical in its resources and needs, and we kpo,wthat is not
the case. Towns have varying needs and vafyin®*>a~Dasfes: ‘1l
Some have property taxes and no sales taxes, whileothers-use



"That may be a good thing for some communities, but it
would not be a good thing for all of them. It would also
hamstring the ability of communities to set their own tax
rates, and that’s just not fair. Communities should have the
right to cap their property taxes, but they should also have the
right to set them where they wish - whether that be higher or
lower than the state average - through the majority vote
process. -

This voter initiative implies that every city and town is
identical in its resources and needs, and we know that isnot
the case, fb*sha”e yrj/ttphern . iftrarp|Ptr6alfer. T
Some have property taxes-and no satestaxes;>hile dfterXuse
a mix of both property arid sales taxesto come up vfith'
money to keep city operations running.

Sen. Kim Elton of Juneau has proposed a measure that
would amend the initiative so that cities could opt out of the
tax cap if voters so choose. Senate Bill 227 would allow
municipalities with residents who want to pay higher taxes to
do so by overriding the state tax cap, if the initiative passes.
That’s the correct way to set property taxes - notat the state
level, but at the municipal level.

Ifthe initiative passes in November, Juneau’s property tax
rate would drop and that drop would cancel out the will of
Juneau voters. Because people in Wasilla or Palmer want to
have their property taxes capped, should their will be imposed
on the rest of the state? We think not. Juneau would lose about
$15 million in revenues at a time when the city is already
reeling from state municipal revenue sharing cuts.

There’s yet another problem with the voter initiative that
will appear on the ballot. It sets the overall mill rate at 10, and
that applies not only to operations, but to voter-approved debt.
This unusual and foolhardy wording would pretty much disable
municipalities from being able to issue bonds for projects like
schools and police stations. Voters would essentially not be
able to build public projects through the issuance of municipal
bonds.

An example is the bond issue voters in Juneau approved to
build a new high school, if and when the state agrees to pay for
half of the cost. Under the initiative, it’s doubtful that bonds
could be sold, because bond buyers would perceive greater
risk in doing business with a community that could not meet its
obligation by raising its mill rate, if necessary. In other words,
the concept that a community pledges its “full faith and

‘credit” behind bonds it issues would be seriously eroded, and
bonds would likelycost a great deal more for the municipality.

Sen. Elton’s bill would also address that problem -
partially at least - by removing school bonds from the overall
mill-rate calculation used in the proposed cap. But his bill
would not address the other problems associated with the
initiative.

The tax cap initiative hamstrings local governments and
would be harmful to communities across the state. Let’s keep
the control with local communities, where it belongs. Senate
Bill 227 allows voters to do just that.
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Alaska Division of Elections
INITIATIVE PETITION BILL LANGUAGE
by Petition Sponsors
Petition ID: 99PTAR
An Act Providing Property Tax and Assessment Relief
Posted 7/28/99
Proposed Bill:

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

SECTION 1. FINDINGS AND PURPOSE.

The people of the State of Alaska find and determine that political and taxation power is vested in the
People; that each person has the right to the enjoyment of the rewards of his or her own industry as
guaranteed by Article 1, Section 1 of the Alaska Constitution; that substantial pressures will be placed on
local governing bodies to raised taxes; that a substantial threat of additional and unwarranted taxation of
the People presently exists; that the Alaska Legislature and the local governing bodies do not appear
willing to protect the People against this taxation; that property owners should not be subjected to
continuing large increases in taxes or assessments; that property owners should be entitled to rely for the
future on assessed values on their properties that existed at the time of purchase; that lower taxes
encourage economic growth; and that it is necessary for the People to place certain controls on the manner

in which the People may be taxed.

SECTION 2. MUNICIPAL PROPERTY TAXATION AND ASSESSMENT.

1. AS 29.45.110 is repealed and reenacted to read as follows:

a. The assessor shall assess property at its full and true value as of January 1 of the first
assessment year after this statute takes effect, except as provided in this section and any other
provisions of federal, state or local laws and regulations which require or authorize the
assessment to be at a lower value. The full and true value is defined as the price that the
property would bring in an open market at that time in a sale between a willing seller and a
willing buyer both conversant with the property.

b. In subsequent assessment years, the assess value may not be raised more that the rate of
inflation as shown by the consumer price index, or comparable data, for the area under the


http://www.gov.state.ak.us/ltgov/clections/petitions/99ptar.htm

Alaska Initiative Petition Bill Language http://www.gov.state.ak.us/Itgov/clcctions/petitions/99ptar.lilm
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A taxing jurisdiction, but in no event to exceed two percent in any given year.

c. Notwithstanding the provisions of subsection (b), property shall be reassessed at its full and
true value as of January 1of the subsequent year if the property is newly constructed, or if a
sale, purchase or change of ownership has taken place during an assessment year.

d. The Legislature may create definitions and exceptions to subsection (c) to prohibit
reassessment for types of sales, purchases or changes of ownership, including, but not limited
to, transfers such as those within the family, creations of trust to benefit the family members,
or transfers as a result of death, divorce, or marital dissolution. The Legislature may also allow
the transfer of an assessment from one piece of property to another under appropriate
circumstances, such as, but not limited to, eminent domain, taking of property by
governmental action, changes of residence of any persons over age 65 who are qualified for
the tax exemption authorized by AS 29.45.050(i) and who move to a residence of equal or

lesser value.

e. The subsections of AS 29.45.010 presently designated (b) and (c) are redesignated (e) and (f).
2. AS 29.45.090(a) is repealed and reenacted to read as follows:

A municipality may not, during any year, levy an ad valorem tax for any purpose in an amount in
excess of one percent of the assessed value of property in the municipality, nor may it levy a tax on
any particular piece of property in an amount in excess of one percent of the assessed value of that

particular piece of property.
3. AS 29.45.100 is amended to read as follows:

The limitations provided for in AS 29.45.080 - 29.45.090 do not apply to taxes levied or pledged to
pay or secure the payment of the principal and interest on bonds issued prior to January 1, 2001, but
do apply to taxes levied or pledged to pay or secure the payment or principal and interest on bonds
issued on or after that date. Taxes to pay or secure the payment of principal and interest on bonds
issued prior to January 1,2001 may continue to be levied without limitation as to rate or amount,
regardless of whether the bonds are in default or danger of default.

SECTION 3. SEVERABILITY.
The provisions of this Act are independent and severable, and if any provision of this Act, or the

applicability of any provision to any person or circumstance, shall be held to be invalid by a court of
competentjurisdiction, the remainder of this Act shall not be affected and shall be given effect to the

fullest extent practicable.
SECTION 4. EFFECTIVE DATE.

This initiative shall be effective when enacted according to law.

Initiative Petition Status Report
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Property Tax Cap Initiative

Citizen Inform ation Packet

Action YOU can take to save schools and other local services

Develop a fact sheet highlighting local impacts.
Talk to local groups and individuals who would be impacted by the initiative (see

suggestions inside). Ask them to join you in opposing the initiative. Create a local network
or committee to oppose the initiative.

Wrrite letters to the editor to your local paper to express your feelings.

Start a speakers bureau to make presentations at local meetings.

Pass resolutions and discuss the local impacts during local council or assembly meetings.
Call AML at 1-877-636-1325 to get on a mailing, e-mail, and fax list for up-to-date news
on the initiative and teleconferences on statewide grassroots action.

Contents
What the proposed initiative docs and impacts on all Alaskans.
Statewide Impacts - who gets hurt by the tax cap?

Text of the initiative.
News articles, letters, and an example ofa local resolution



Introduction

Everyone would like to avoid paying taxes, but very few Alaskans are willing to accept the
consequences of inadequate key public services including schools, road maintenance, police, fire,

and EMS services.

We believe as more people know the facts about the impacts of the tax cap, grassroots opposition
will continue to grow. A recent poll taken in Anchorage indicates that a majority ofvoters who
understand the consequences, do not support the tax cap initiative, because of the long-term
negative impacts to the community, schools, other key public services, and jobs.

It is the job of local elected officials and concerned citizens in eve-y community to inform
everyone in their community about the basic facts about the tax cap initative, and how it effects
your community. If the tax cap initiative passes, every community in A laska, with or without a

property tax, will feel the impact.



Discussion Paper by the Alaska Municipal League

The proposed initiative does two main things:

1

Limits local mill rates to 10 mills per municipality, including future bond debt. (20 mills for

residents of cities in boroughs)
Eliminates fair market value as the basis for determining how much taxpayers pay. The
initiative would restrict assessed valuation to the lower of 2% or the CPI, despite actual

market value increases, except when a property is constructed or sold.

This initiative:

¢

Takes away your local choice and local power: Why let people in other parts of the state
set mill rates and new rules for you? Once set, your community can't change the statewide
cap or the new rules. All communities already have the power to vote for local caps designed
to meet the needs of their own community. Most have done so. Why give away your existing

local power to choose?

Some people get tax breaks, some don't: Owners with property of equal market value will
pay different property tax amounts because fair market value will no longer determine your
basis for taxation. The major property owners benefit the most.

If you live in a city in a borough, you are treated unfairly: Each municipality gets a 10
mill tax cap, so the cap is 20 mills ifyou live in a city within a borough.

Critical local public services slashed: The initiative would reduce the major revenue by
nearly half in Alaska’s largest municipalities. Schools are the key municipal service funded
by property taxes (they average 9.7 mills in the 3 largest municipalities). Cuts to other local
services, such as libraries, parks, etc. would be devastating.

No new school or other public improvements: The initiative cap includes bond repayment
for new capital construction. No existing local tax caps restrict bond debt approved by voters.
Construction of new schools or other local improvements will be virtually impossible under
the cap, even if overwhelmingly approved by voters.

The initiative affects communities with no property taxes: If the initiative is adopted,
current state funds for education and other services will almost certainly be shifted to
communities hardest hit by the initiative. Rural residents who currently shop in Anchorage
may have to start paying a sales tax if Anchorage chooses to replace lost property tax money

that way.

State reductions in municipal revenue sharing have forced higher property taxes:
According to state records, revenue sharing cuts by the legislature since 1986 are higher than
the total of every property tax increase in every municipality. Even though municipal
governments have worked hard to lessen the impact of those reductions, legislative cuts arc

overwhelming local tax structures.



Statewicke Impacts

Who gets hurt?

Families with students in urban schools: Schools are
the main service funded by property taxes (from 7-11
mills of property tax in boroughs). Some communities
(i.e. the Mat-Su Borough) couldn't fully fund schools
even if they terminated every other service the Borough
provides.

Families with students in rural schools: If urban
schools are in crises, State school funding will almost
certainly be shifted from rural schools.

Young or growing families wanting to buy a home:
Under the new valuation rules imposed by the initiative,
owners of newly purchased or constructed homes will
pay higher taxes.

The Economy and Jobs: There will be virtually no
locally funded construction of public facilities, and public
services will decline. Alaska will be a less attractive place
to do business because r.ew businesses look for good and
stable public services. Second, as government declines,
the local economy loses private sector retail,
construction, and service jobs.

Private Contractors/Construction  workers:  The
initiative would halt new construction of public facilities
because any new construction has to be within the tax
cap. No other local tax cap includes bonds approved by
voters.

Senior Citizens and Disabled Veterans: Seniors are
currently exempt from property tax on the first $150,000
of the value of their property. If property tax revenues are
severely cut back, it is highly likely the State will end or
severely reduce all tax exemptions.

Human Services, Nonprofits, Libraries, Public
Transportation, Parks & Recreation, and Arts: Such
services will be cut before schools and critical public
safety services.

The real estate industry and mortgage lenders: The
initiative punishes homeowners if they sell their homes,
and new home buyers will pay higher taxes than those
who have owned their homes longer. A disincentive to
build or buy a new home.

Renters: There is no requirement that landlords pass tax
savings on to renters, but other taxes and fees will
eventually be raised that renters will pay.

Impactedgroups/associations

Elected school hoards, PTA, student organizations,
Association of Alaska School Boards, Association of
School Administrators, Alaska Education Association,
local education associations.

(REAA), rural
native

Rural Education Attendance Areas
municipal  governments, tribal  councils,
corporations and non-profits.

Real estate and home builders' associations, banks.

State and Local Chambers of Commerce, League of
Women Voters, Alaska Fiscal Policy Council, Resource
Development Council, Alaska Oil and Gas Association,

corporations, businesses

Alaska Associated General Contractors, construction
worker unions, architect and engineering firms and
associations.

Alaska AARP, Commission on Aging, Senior Centers

"Friends of the Ubrary" organizations, sports leagues
and sports associations, arts associations, non-profit
care organizations, churches, hospital

Real estate and home builders' associations, banks.



Eanplesof Borough Inpacts

Municipality of Anchorage: The initiative would reduce Anchorage's revenue by $73 million.

M atanuska-Susitna Borough: Currently, the Mat-Su Borough allocates 11.5 mills to schools, 1
mill to general government operations, and between 2 and 2.5 mills approved by fire and road
service areas. If you eliminated fire protection, road maintenance, and the rest of general

government in Mat-Su, schools could still not be adequately funded.

City and Borough of Sitka: Sitka and the rest of Southeast Alaska are struggling to overcome
the impacts of downturns in the timber and fishing industries. While Sitka's charter restricts the
mill rate to 6 mills, the new restrictive rules on assessing property will increasingly hurt Sitka

and reduce us ability to meet the communities' needs.

City and Borougli of Juneau: Juneau has a voter-approved 12 mill tax cap in place, but voters
may vote to approve capital construction in addition to the cap. Juneau is already struggling with
a projected $4 million per year deficit primarily caused by state cuts to municipal revenue
sharing. While Juneau's current mill rate is only about 10.5 mills, the initiative'- cut on top of
state cuts will hurt local services. More important, Juneau will not be able to build another school

with local bonds, even if voters approve them.

Rural Alaska: The estimated loss of revenue statewide to municipalities the first year, if the
initiative passes, will be over $100 million. This crisis will necessitate the redistribution of state
revenues for schools, public safety, and other state services provided to rural areas. In addition,
if Anchorage chooses to create a sales tax xo replace lost property tax, rural residents will pay
even more for supplies ordered from this hub city.
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ft Alaska Division of Elections

INITIATIVE PETITION BILL LANGUAGE
by Petition Sponsors

~ Petition ID: 99PTAR _
An Act Providing Property Tax and Assessment Relief

Posted 7/28/99

Proposed Bill:

BEIT ENACTED BY THE PEOPLE OF THE STATE OF ALASKA:

SECTION 1. FINDINGS AND PURPOSE.

The people ofthe State of Alaska find and determine that political and taxation power is vested in the
People; that each person has the right to the enjoyment ofthe rewards of his or her own industry as
guaranteed by Article 1, Section 1 ofthe Alaska Constitution; that substantial pressures will be
placed on local governing bodies to raised taxes; that a substantial threat of additional and
unwarranted taxation ofthe People presently exists; that the Alaska Legislature and the local
governing bodies do not appear willing to protect the People against this taxation; that property
owners should not be subjected to continuing large increases in taxes or assessments; that property
owners should be entitled to rely for the future on assessed values on their properties that existed at
the time of purchase; that lower taxes encourage economic growth; and that it is necessary for the
People to place certain controls on the manner in which the People may be taxed.

SECTION 2. MUNICIPAL PROPERTY TAXATION AND ASSESSMENT.

1 AS 29.45.110 is repealed and reenacted to read as follows:

a. The assessor shall assess property at its full and true value as of January 1ofthe first
assessment year after this statute takes effect, except as provided in this section and any
other provisions of federal, state or local laws and regulations which require or authorize
the assessment to be at a lower value. The full and true value is defined as the price that
the property would bring in an open market at that time in a sale between a willing seller
and a willing buyer both conversant with the property.

b. Insubsequent assessment years, the assess value may not be raised more that the rate of
inflation as shown by the consumer price index, or comparable data, for the area under
the taxing jurisdiction, but in no event to exceed two percent in any given year.

c. Notwithstanding the provisions of subsection (b), property shall be reassessed at its full
and true value as of January 1of the subsequent year if the property is newly
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constructed, or if a sale, purchase or change of ownership has taken place during an
assessment year.

d. The Legislature may create definitions and exceptions to subsection (c) to prohibit
reassessment for types ofsales, purchases or changes of ownership, including, but not
limited to, transfers such as those within the family, creations of trust to benefit the
family members, or transfers as a result of death, divorce, or marital dissolution. The
Legislature may also allow the transfer of an assessment ffom one piece ofproperty to
another under appropriate circumstances, such as, but not limited to, eminent domain,
taking of property by governmental action, changes ofresidence ofany persons over age
65 who are qualified for the tax exemption authorized by AS 29.45.050(i) and who move

to a residence ofequal or lesser value.

e. The subsections of AS 29.45.010 presently designated (b) and (c) are redesignated (e)
and (f).

2. AS 29.45.090(a) is repealed and reenacted to read as follows:

A municipality may not, during any year, levy an ad valorem tax for any purpose in an amount
in excess ofone percent ofthe assessed value ofproperty in the municipality, nor may it levy a
tax on any particular piece of property in an amount in excess ofone percent of the assessed

value of that particular piece of property.
3. AS 29.45.100 is amended to read as follows:

The limitations provided for in AS 29.45.080 - 29.45.090 do not apply to taxes levied or
pledged to pay or secure the payment of the principal and interest on bonds issued prior to
January 1,2001, but do apply to taxes levied or pledged to pay or secure the payment or
principal and interest on bonds issued on or after that date. Taxes to pay or secure the payment
of principal and interest on bonds issued prior to January 1,2001 may continue to be levied
without limitation as to rate or amount, regardless of whether the bonds are in default or danger

of default.

SECTION 3. SEVERABILITY.
The provisions of this Act are independent and severable, and if any provision of this Act, or the

applicability of any provision to any person or circumstance, shall be held to be invalid by a court of
competentjurisdiction, the remainder of this Act shall not be affected and shall be given effect to the

fullest extent practicable.
SECTION 4. EFFECTIVE DATE.

This initiative shall be effective when enacted according to law.

Initiative Petition Status Report
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P etition doesn’t merityour support

Nobody likes to pay property taxes.

But don’t be seduced by the initiative that would cap
property taxes in every Alaska community by state law.

Petition advocates say Alaskans are paying too much.
They would like to cap local taxes at 10 mills. The mill rate
for the Anchorage Bowl is 12 to 18 mills. An 18-mill rate
means the owner of a $100,000 houses pays $1,800 a year.

It’s hard to resist a proposal that puts cash in your pock-
et. But ask yourself this: Are you prepared to live with the
consequences?

City budget director Gene Dusek says that if the initia-
tive passes, Anchorage would lose at least $80 million a
year. That’s almost a third of next year’s municipal budget.

While you are putting that cash in your pocket, the As-
sembly will be slashing road and school budgets, closing li-
braries and eliminating programs. And, oh, yes, the As-
sembly will begin searching for new sources of revenue —
that is, new taxes.

Here’s what else the statewide tax cap does:

» Creates a windfall for tax payers whose property is
rapidly appreciating. These taxpayers will be spared pay-
ment on the true value of what they own.

» Destroys the ability of local people in any community to
settheir property tax rates. The taxing regime for Anchor-
age will have been mandated by people who don’t live here.

» Handicaps local governments’ ability to build schools
and other improvements because the initiative would almost
guarantee the city’s inability to sell bonds. As Thomas Wil-
son of the Anchorage Chamber of Commerce board noted:
“Capital projects approved by voters .. require a vow that
residents will raise the money via any means possible to pay
back the debt. With a cap of 10 mills, we cannot (say) this.”

« Damages Anchorage’s ability to present itself to Out-
side businesses and investors as a modern, progressive
city. Sure, businesses appreciate lower taxes, but they also
appreciate a city where the snow is quickly removed,
parks are clean; and police, fire and emergency services
are responsive. The tax cap will make Anchorage less at-
tractive and less competitive.

Tax cap advocates have horror stories about Alaskans
nearly ruined by oppressive property taxes. These stories
are difficult to evaluate without the details. But generally
it is not true that taxes are more burdensome here than
elsewhere.

In fact, according to a 1997 study compiled by the Dis-
trict of Columbia, Anchorage’s property tax burden for a
family of four making $50,000 is 24th out of the 51 cities
compared (the largest city in each state plus D.C.). And the
overall tax burden for this representative family is one-
sixth that of one in Bridgeport, Conn.; one-fourth that of one
in Portland, Maine; one-half that of one in Sioux Falls, S.D;
and something less than one-half that of one in Seattle. The
Anchorage family pays about the same property tax as a
similar family in Des Moines, lowa, but only about 36 per-
cent of the Des Moines family’s total local and state taxes.

The initiative process is an important right guaranteed
by the state constitution. But the initiative comes with a
serious responsibility: the responsibility to become in-
formed before signing a petition.

We believe that if you are informed, you won'’t sign the
property tax petition, which looks so attractive at a dis-
tance yet is so unappealing up close.

If you would like more information on hov Anchorage
taxes compare with those elsewhere, you can reach edito-
rial page editor Michael Carey at 257-4439 or via

mcarey@adn.com.
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Property taxes

Initiative a giant step backward
The initiative process puts government in the bands o]
the people, That's a good idea. But some initiatives, while
momentarily ?opular, are so damaging to the welfare oil
the state that the people should reject them. ]
_Such is the Initjative to freeze local property taxes at 10i
mills, a measure that would cost Anchorage about $80 mil-
lion a year, a third of the current budget.” )
This proposal is unnecessary, unfalr and irresponsible.
[t is unnecessary because roro?erty tax rates are alocal
matter. If people hiave complaints about their taxes, they
should take them up with their local government That's
how we have done business in Alaska since statehood, and

it's worked. ) .
It is unfair because somel
taxpayers will enjoy a wind-
fall, vhile others wili pock-
etafew bucks. Big business
in particular will See its tax
burden diminished and en-
joy major savings. Maore-
Qver, hecause the initiative
limits the growth of a prop-
erty's assessed valug, in a
few years the tax burden
would fall heaviest on those
who own newly purchased
property.

] o or example, there arc
places in Califotnia, the model for this initiative, where
identical properl ~ next door to each other have wildly
different values for tax pur@oses. One property maY be
worth $300,000 pnd the other $200,000 simply because they
were purchased at different times. ]

It is irresponsible because cities that rely on ojl and gas
Froperty taxes would have their finances tuined. Valdez,
or example, would have its revenue cut in half. Further-
maore, as the Anchorage Chamber of Commerce has noted,.
0 d inttiStire would handicap Anchorage's ability th build
schools. and otiier capital projects because of the'impact it
would liave on honding. With a 10 mill property tax limit,’
Anchorago would no longer be able to promise lénders that
it has thé resources to pa)FI back loans.

The prime sponsor of the Initiative, Ewe Kalenka, says
he doesn't care about the consequences. That's somebody
else’'s problem. He also says, "Only a handful of services
are totally essential — water and sewer and the roads. All
the rest, if you look at it, are special interest [qroups."

_This is the voice of the Dark Ages. The police as a spe-
cial Interest or%amzanon? The fire department? Snow re-
moval? Schools? )

If voters are going to accept Mr, Kalcnka's logic, wh
bother with paved roads, water and sewer? Alaskans did-
n't have them in territorial days. The% drove dirt streets,
drank from_their own wells, and dug their pwn cesspools.

_Nobody likes to pay property taxés. But it's one thing to ;
S|Hnal_ your displeasure about taxes, as the -14,000 people
who signed Mr. Kalcnka's petition did, and another thing
to votefor such a destructive proposition. Whatever short-
term benefit the tax cap will have for individuals, it will '
have nasty effects on communities. o

This will become clear to voters who look at the facts in i
the months before Election Day.



A 4 JUNEAU EMPIRE, SUNDAY, FEBRUARY 6,2000

Property tax cap

decisions belong at
m unicipal level

V oters love to pass property tax caps. It’s an
emotional thing, a knee-jerk reaction to rising
property valuation and a sense among citizens that
government gets too much money from us.

Voters in California capped their property taxes when they
passed Proposition 13, with disastrous results. Juneau voters
capped Juneau’s property tax rate at 12 mills back in 1995.
Juneau property owners currently pay 10.7 mills for city
operations and
another 1.52 mills for voter-approved debt, bringing our total
mill rate to 12.22. VVoter-approved debt isn’t included in
Juneau’s property tax cap.

This fall, Alaskans will have a chance to pass a statewide
property tax cap when they vote on a question being placed on
the ballot through the voter initiative process. Lt. Gov. Fran
Ulmer certified the ballot question, which would limit property
taxes statewide to 10mills - 1percent of the assessed value.

That may be a good thing for some communities, but it
would not be a good thing for all of them. It would also
hamstring the ability of communities to set their own tax
rates, and that’s just not fair. Communities should have the
right to cap their property taxes, but they should also have the
right to set them where they wish - whether that be higher or
lower than the state average - through the majority vote
process.

This voter initiative implies that every city and town is
identical in its resources and needs, and we know that is not
the case. Towns'have varying needs fmtkvarj*irtg tax<baseai;ir
Some have property taxes and no salesfa'XeS, while othei's use
a mix of both property and sales taxes to come up’with'the'l’
money to keep city operations running.

Sen. Kim Elton of Juneau has proposed a measure that
would amend the initiative so that cities could opt out of the
tax cap if voters so choose. Senate Bill 227 would allow
municipalities with residents who want to pay higher taxes to
do so by overriding the state tax cap, if the initiative passes.
That’s the correct way to set property taxes - not at the state

level, but at the municipal level.

If the initiative passes in November, Juneau’s property tax
rate would drop and that drop would cancel out the will of
Juneau voters. Because people in Wasilla or Palmer want to
have their property taxes capped, should their will be imposed
on the rest of the state? We think not. Juneau would lose about
$1.5 million in revenues at a time when the city is already
reeling from state municipal revenue sharing cuts.

There’s yet another problem with the voter initiative that
will appear on the ballot. It sets the overall mill rate at 10, and
that applies not only to operations, but to voter-approved debt.
This unusual and foolhardy wording would pretty much disable
municipalities from being able to issue bonds for projects like
schools and police stations. Voters would essentially not be
able to build public projects through the issuance of municipal
bonds.

An example is the bond issue voters in Juneau approved to
build a new high school, if and when the state agrees to pay for
half of the cost. Under the initiative, it’s doubtful that bonds
could be sold, because bond buyers would perceive greater
risk in doing business with a community that could not meet its
obligation by raising its mill rate, if necessary. In other words,
the concept that a community pledges its "*full faith and
credit” behind bonds it issues would be seriously eroded, and
bonds would likely cost a great deal more for the municipality.

Sen. Elton’s bill would also address that problem -
partially at least - by removing school bonds from the overall
mill-rate calculation used in the proposed cap. But his bill
would not address the other problems associated with the
initiative.

The tax cap initiative hamstrings local governments and
would be harmful to communities across the state. Let’s keep
the control with local communities, where it belongs. Senate

Bill 227 allows voters to ’ojust that.



Tax proposal holds danger

The proposed statewide ballot initiative to
limit property taxes is a popular topic. I'm
told that more than 22,000 people signed the
petition that was turned into the lieutenant
governor’s office.

W hile I certainly would enjoy the prospect
of lower property taxes, there isa fundamen-
tal danger in the proposal that outweighs my
desire for lower taxes. | call the danger “rep-
resentation without taxation." It would allow
people from all over Alaska, mostof whom do
not have property taxes, to determine prop-
erty tax limits for those of us who do pay
them. | don’t quite understand why people in
Anchorage should give tax decision powers to
people outside of Anchorage.

Conversely, I don’t think it’sright for me to
vote on property taxes for other communities
that | don’t live in. As an elected representa-
tive | support policies that push power to the
local level. This idea of ceding our local tax
authority to statewide authority seems to go
against the grain. 1’d like to hear what other
folks think about this.

— Rep. John Cowdery
R-Anchorage

Prop. 13 doesn't apply here

Will Mr. Uwe Kalenka and other propo-
nents ofthe property tax cap initiative, which
was modeled after California Prop. 13, ex-
plain why they neglected to bring out the fact
that California had and continues to have tax-
es other than property taxes? Would Prop. 13
pass if California counties, cities, and/or mu-
nicipalities operated on taxes collected from
property taxes? | really doubt it.

Further, why would the people and loca-
tions most affected by this initiative let peo-
ple in the rural areas, with no property taxes,
vote on this? Would it be because this initia-
tive would never pass without the help of the
nontaxed rural residents?

W ith a tax cap in place, will the municipal-
ities be able to put together the 10 percent
need to match and obtain federal funding?
Losing federal funding will be such a waste
since the people of Alaska would watch our
federal taxes be handed out to outsiders vs.
part ofitcoming back to supportourcommu-
nities.

— Douglas Panilo
Anchorage

m MORE LETTERS: The readers write. B-6

Tax cap will hurt deeply

There have been several letters to the edi-
tor about the lousy condition the streets are in
after a big snow dump. If you look up from
this paper and out your window, you’ll see
what | mean. Look closely, because if the mill
rate cap passes, it’ll be much, much worse.

W here do these people think the $80 million
Anchorage will lose is going to-be made up?
Think about it. As you try and drive your kids
to the only library still open in town, the one
that will only be open three days a week, you'll
getstuck in the deep snow orslide off the road.
Possibly some cheechako who has no clue
about driving here will nail you. You’ll use
your cell phone to call the cops. Only, since
there’s been massive layoffs, it’ll take several
hours for one to come. Let’s also pray that you
don't need a fireman, as the city will have al-
ready closed a couple more fire stations.

When the promoters of this bone-headed
idea say the city only needs to provide the ba-
sics, those, unfortunately, will be the first to
go. Those of us who have lived here a number
of years will remember what happened with
Mr. Tight Fist himself, Tom Fink, got elected.
W hat happened to basic services? He closed
fire stations, froze police hiring and closed li-
braries all over town and stopped book buy-
ing at Loussac — something they still haven’t
recovered from. In the end we’ll all pay dear-
ly for this cap.

— Ross G. Homer
Anchorage

Police prove Kalenko wrong

Uwe Kalenko’s vision of Anchorage is a
city that only needs water, sewers and roads
to thrive. One can only wonder what his civics
grade was, since he thinks education is un-
necessary.

It is ironic that the “unnecessary” police
quickly solved the case and made arrests in
the tragic shooting of the Wendy's restau-
rant manager. Asarestaurant manager him -
self, did this not give him pause in pro-
nouncing all municipal services as special
interests?

— Darrell L. Johnson
Anchorage
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By TONV LEW IS
Daily News correspondent

SOLDOTNA — A statewide

proposal to limitproperty tax-
resi-

es could cost Nikiski
dents dearly in lost services
while the oil industry and
state of Alaska, pocket the
bulk of the tax savings.

Nikiski homeowners
would see a small break on
their tax bills if the initiative
passes, but the community
would lose millions in tax
revenues as a result.

That’s because in North
Kenai — where oil platforms,
achemical fertilizer plant, an

Continued from Page B-1

of homeowners, said Uwe
Kalenka of Anchorage, one of
the initiative’s sponsors.

Regardless of how the tax
cap nlavs out in individual
communities, Kalenka said
he believes Alaskans on the
whole need property tax re-
lief. It was easier to write a
statewide initiative than
fight for lower taxes in
scores of communities,
where property taxes are
traditionally determined, he
said. The Kenai Peninsula
Borough alone has 19 dis-
tinct taxing districts.

"The problem is wide-
spread,” Kalenka said. “Our
basic contention is housing is
a basic need. We have people
who have tremendous diffi-

culty in paying (property)
taxes."
Nikiski’s Brown looks at

the figures from his commu-
nity and concludes Kalenka is
misguided.

Of the $2.5 million Nikiski

would lose in taxes, roughly
one-fourth, or $600,000,
would be returned to home-

owners and small businesses.
Oil companies would receive
an estimated $900,000 break
for reduced taxes on the
property not used for explo-
ration, production and trans-
portation.

Nikiski

Thursday, February 10. 2000 w

stands to lose big under
oil refinery and a liquid nat- $100,000.

ural gas plant dominate a tax "It's really a few people
base assessed at more than that have initiated this, in-

$1 billion — big business pays

roughly 75 percent of the
area’s property taxes.
Over the years, Nikiski

residents have counted on
that tax base to pay for fire-
fighters, an indoor swimming
pool, recreational programs
and free meals to seniors,
among other things. The ini-
tiative’s 10-mill tax cap would
slice $2.5 million from Nikis-
ki’s revenue.

A 10-mill tax equals $1,000
in taxes on property worth

Plus, a quirk in the way the
state taxes the oil industry
would divert another $1 mil-
lion from Nikiski to the state

treasury.
Here’s why: The state
charees a 20-mill tax on

property involved in the ex-

ploration, production and
transportation of oil and
natural gas. However, the
state only keeps revenue
from taxes above the rate
levied by local govern-
ments.

Forexample, in the Nikiski
area, where the local proper-
ty tax is 12.43 mills, the state
collects 7.57 mills of tax on oil
properties.

If Nikiski’s property tax is
capped at 10 mills, the own-
ers of the oil platforms and
other infrastructure wused
for finding, pumping and
moving crude would still pay
20 mills. Butabigger portion
of that check would go to the
state.

In Nikiski, that's about $1
million.

"I'm
people who have
this," Brown said.
may make sense in
places of the state,
doesn't make any sense
me."

The oil industry could real-
ize even bigger benefits in
the future under the initia-

Up

really ticked at the
initiated
"This
other
but it
to

The

crude and other factors.
an example, oil prices were

ly. As a resi"»

flicting their will on the rest
of us,” said Jack Brown, who
represents Nikiski on the Ke-
nai Peninsula Borough As-
sembly. “For some idiots out-
side this borough to limit the
fire department and put peo-
ple’s lives in jeopardy
those are fighting words.”

The initiative, scheduled
for the November ballot, is
intended primarily to put
money back into the wallets

See Page BP, TAX

In addition to setting a
limits

tive.
tax cap, the measure

annual increases in assessed

property values at 2 percent.
initiative does not limit
how much property values

can decline.

Oil industry property val-
ues can fluctuate wildly de-
pending on the price of
As.

in sharp decline until recent-
.1 irdustr)
property on the Peninsula
declined in value by 25 per-
cent over two years, said
Jeff Sinz, the borough's fi-
nance director. Now that oil
prices have rocketed, indus-
try property values are ris-
ing.

Under the proposed initia-
tive, however, some industry
property values would be
held artificially low for
years. That would mean low-
er tax bills for the industry at
the expense of the average
taxpayer, Sinz said.

Looking beyond the
Peninsula, the initiative
would likely limit capital
proderis like crhnnls, li-

braries, police stations and
harbor improvements
across the state, said Deven

M itchell, the state’s debt
manager.

Traditionally, local gov-
ernments borrow money

proposed

cap

through bond issues to fund
those projects, Mitchell said.
To pay off the debt, property
taxes are temporarily
raised. If a community is up
against the 10-mill cap, how-

ever, a different source of
revenue would hnvi
found.

"It's really going
string cities and bon
the state of Alaska,"
said.

One way corm
could make up the revenue
loss is with a sales tax. Thu.
could contradict the initiative
backer’s stated purpose, to
help Alaskans make ends
meet.

The Peninsula’s poorest
people feel the sales tax
hardest. The tax is levied on
the first $500 of any pur-
chase. So while rent, food
and clothing are wusually
taxed for the entire amount,
b.g-ticket items like automo-
biles, snowmachines and va-
cation packages are taxed on
a small portion of their total
price.

"The necessities of life are
taxed." said l.arrv Sem-

inens, finance director for
the city of Kenai.

all.



10 -mili levy
By LIZ RUSKIN
Daily News reporter

A statewide initiative to cap local property
taxes seems headed for the ballot next year,
and Anchorage political leaders say if it pass-
es it would blow a big hole in the city budget.

“It would be semidevastating, | think," said
Anchorage Assemblyman Dan Sullivan.
“You’d be looking at about half the budget of
the city from property taxes going away.”

The proposal, sponsored by an Anchorage
restaurant manager and two other Anchorage
men, would cap the tax rate for all local gov-
ernments at 10 mills. The mill rate for the An-
chorage Bowl now ranges from 12 to 18 mills,
depending on what service area the property
is in. A rate of 18 mills means the owner of a
$100,000 house pays $1,800 a year.

If the initiative passes, Anchorage would

property

It may go to voters

lose at least $80 million a year, said Gene
Dusek, city budget director. In fact, most of
the larger local governments in Alaska now
have tax rates of more than 10 mills, accord-
ing to state figures, and would therefore lose
revenue under the initiative. Some property
owners in Fairbanks pay nearly 23 mills to the
borough and city. Those in Soldotna pay al-
most 13. Palmer residents pay nearly 15.

Uwe Kalenka, the primary sponsor of the
initiative, said Alaskans are desperate for
lower property taxes. The politicians will
have to deal with whatever shortfall results,
he said.

"It’s their job to figure itout,” he said. “It’s
notmy problem.”

The petition has more than the 22,700 sig-

Please see Back Page, PETITION
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natures needed to get on the ballot, said spon-
sor Robert Monson. Petition circulators are
gathering more in case some are found in-
valid, he said.

Under the initiative, Anchorage would
have to cut back drastically on the services it
provides, said Assemblyman Dan Kendall.

“It would be very difficult,” he said. "We'd
have just a bare-bones government at 10
mills.”

One option for covering the shortfall,
Kendall said, would be for the city to stop
paying for education and leave school fund-
ing to the state. When city officials raised the
specter of a 10-mill tax cap at a meeting last
week with Anchorage-area legislators, the
state lawmakers didn’t offer any solutions.

This spring, the Legislature cut state aid to
cities by one-third, which cost Anchorage $5.8
million. In September, after voters rejected a
plan to spend Permanent Fund earnings, sev-
eral key legislators said they’ll have to make
deeper cuts in the state budget next year.

Anchorage’s options for raising money also
are limited by a 1997 city ballot measure that
said a sales tax may only be imposed if 60 per-
cent of voters approve. The Anchorage city
charter limits property tax increases from
one year to the next under a formula that
takes into account changes in population and
the costof living. Voter-approved bond issues
are exempt from the city’s tax cap, however.

Kendall predicted that after a few lean
years under a 10-mill cap, Anchorage voters
would adopt a hefty sales tax.

According to Assembly staff figures, it
would take a sales tax of about 10 percent to
make up the shortfall.

The petition’s 10-mill cap would apply to
future bond propositions, which is another
reason Sullivan opposes it. Anchorage voters
usually approve road and school maintenance
bonds, proving they want their roads and
schools in good shape and are willing to pay

for them, he said. b

"I have a real problem with laws that say
people can't tax themselves,” he said.

Kalenka said the minority of people who
vote is imposing taxes on a large number of
property owners.

"The population is sick and tired of being
taxed," he said.

He said lie began promoting the tax cap af-
ter helping an elderly friend fight increases
in his assessment. Senior citizens don’t have
to pay property taxes on the first $150,000 of
assessed value of their homes, but this friend
had to leave the state for health reasons and
didn’t qualify for the exemption, Kalenka
said, Kalenka said the experience, which took
him to the city’s board of equalization, was de-

grading. o ¥
“The arrogance of the board is rather glar-
ing," he said. “They made me feel — how

should | say? — subhuman.”

Shelter, he said, is an essential need. He be-
lieves property taxes are making it hard for
people to keep their homes.

So he and like-minded people got together
to see what could be done. With help from the
Los Angeles-based Howard Jarvis Taxpayers
Association, they wrote an initiative based on
California’s Proposition 13 from 1978.

“We looked at what California did 20 years
ago, and we copied it,” he said.

Alaskans, he said, have responded enthusi-
astically.

“You should hear some of the horror sto-
ries,” he said.

One impoverished single mother sent him
$20 for the cause, he said, which shows him
how badly Alaskans want property tax relief.

Like Proposition 13, his tax-cap initiative
would also change the way the value of a
property is figured for tax purposes. Instead
of being based on an assessor’s estimate, tax-
es would be based on the actual selling price.
And the assessment could grow by no more
than 2 percent a year.

The selling price, Kalenka said, is a more
accurate measure of aproperty’s value.

Californians disagree about the legacy of
Proposition 13. Fans say it has meant lower,
predictable property taxes. Others .say it has
hamstrung local governments and resulted in
inequities: people who stay in their houses for
a long time pay low taxes, while new home-
owners in similar houses pay more.

“W hat's wrong with that?” Kalenka asked.
People who stay in a house and improve it
should be rewarded, he said.

[0 Reporter Liz Ruskin can be
[ruskin@adn.com.

reached at
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Ballot petition would cap property tax rate
Thursday November 11, 1999

By ROD BOYCE
Staff Writer

A ballot petition that seeks to limit Alaska municipalities
to a 10 mill property tax rate would cut the Fairbanks
North Star Borough's tax revenue nearly 30 percent and

cause havoc with the borough's budget, Mayor Hank Hove said Wednesday.

"It would wipe but a good deal of services,” Hove said. "We may have to
close the library and bus system. We can't fine-tune anything down
anymore.

"What we're looking at is to shed entire functions.”

The petition's sponsors - an Anchorage restaurateur and two other
Anchorage residents -- say they have more than the required 22,700
signatures needed to put the measure on the November 2000 ballot but
are collecting more in case some are ruled invalid.

The proposed tax cap would limit all local governments to a rate of 10
mills, or 1 percent, of a property's assessed value. That cap would not
apply to taxes levied or pledged to pay for bonds - such as those for
school improvements -- issued prior to Jan. 1, 2001. Bonds issued on or
after that date would fall under that cap.

The cap wouldn't now affect the cities of Fairbanks and North Pole, which
each have property tax rates well below 10 mills -- 6 mills for Fairbanks
and 2.3 mills for North Pole.

Uwe Kalenka, the primary sponsor of the initiative, said Alaskans are
desperate for lower property taxes. The politicians will have to deal with
whatever shortfall results, he said.

"It's their job to figure it out,” he told the Anchorage Daily News, "It's not
my problem."

Most of the larger local governments in Alaska have tax rates of more than
10 mills, according to state figures, and would therefore lose revenue
under the initiative.

The mill rate for the Anchorage Bowl now ranges from 12 to 18 mills,
depending on what service area the property is in. The city's budget
director estimates the city would lose at least $80 million a year.

The Fairbanks North Star Borough’ base property tax rate is 14.48 mills,
or $1,448 in annual property taxes on a $100,000 house. Residents in
service areas pay additional taxes.

Residents in the city of Fairbanks pay more than 20 mills -- their city's rate
and the borough's rate combined -- although it's not clear how the

initiative would affect property taxed by two independent governments.

"It's a little troubling to see how easy itis to pick up signatures,” Hove
said of the petition. "People tend to see itas putting money back in their
pockets. Too many don't think government does anything.

"This would materially change the landscape in Alaska," he said. "l don't
think I'd want to live here."

The borough's revenue from property taxes would tumble $17 million, to
about $41 million, the first year after the measure takes effect.

The amount the borough would have to trim, assuming itdoesn't make up
the amount through users fees or a sales tax, equates to just over half
the borough contribution to the school district budget. Itis slightly more
than the combined budgets of the public works and parks and recreation

departments.

The overall borough budget, including all revenue sources, was $89 million
this year.

In North Pole, property taxes account for a small portion of the city's
yearly revenues. The bulk of the city's revenue comes from its 3 percent
sales tax, which is expected to raise about $1.14 million in 2000.

Fairbanks Mayor Jim Hayes, his city not threatened by the cap, wouldn't
say whether he thought the statewide cap a good idea or a bad one. "l
don't know ifwe'd oppose itor not,” he said. "Everything I've heard from
other mayors is itwould be bad. But some people might like it."

The Associated Press contributed to this report.

© 1999 MediaNews Group, Inc. and Fairbanks Publishing Company, Inc.
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NORTH SLOPE BOROUGH
RESOLUTION NO. 77-99

A RESOLUTION OPPOSING STATWIDE
PROPERTY TAX CAPS BECAUSE IT REMOVES
THE POWER OF LOCAL VOTERS

WHEREAS, the proposed initiative imposing a Statewide Cap on local property taxes
and assessments would:

1. Limit iocal mill rates everywhere in the State of Alaska to 10 mills, including
taxes to pay for future bonded indebtedness.

2. Limitincreases in the assessed value of individual properties to the CPI, but no
more than 2 percent per year. .

Would remove the power of local voters to approve local taxes at levels that meet the
needs of their community including the power to impose local tax or revenue caps particularly

suited to their communities; and

WHEREAS, statewide limitations would take away local voter control allowing people
in one part of the State of Alaska to set mill rates for people in other municipalities; and

WHEREAS, if the proposed initiative is adopted, owners of property of equal market
value may pay different property tax amounts because:

1. Property will be assessed at true market value when property is constructed or
sold, which means that a newly purchased or constructed home could pay much
higher taxes than another property of equal value that had not recently been sold

might thereby be assessed at a lower value.

2. The market values of property in any community may grow at different speeds,
meaning that capping assessed values may give a tax break to property o'vners
who live in communities with property that is growing at a greater than 2 percent
rate while requiring taxpayers in communities with less than 2 percent gro’vth to

pay at full and true value; and

WHEREAS, several municipalities have property tax rates substantially above 10 mills,
some up to 19 mills. .This initiative therefore would cut those major sources of local revenues
nearly in half for those communities. Schools are the key municipal service funded by property
taxes,, and reduction in property taxes will, threaten the quality of education in many

communities; and

CO
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i
WHEREAS, the proposed initiative’s. 10 mills tax cap includes taxes imposed to pay
bonds for new capital construction. It is unlikely that new schools or other local improvements

could be built, even if desired by local voters, if a Statewide Cap makes it impossible to provide
for repayment ofthe bonds; and

NOW, THEREFORE BE IT RESOLVED,
That the Alaskan voters are urged not to support the proposed Statewide Property Tax
Cap Initiative because it would remove the power of local voters, and could effectively halt

school and other necessary capital construction, and could create an inequitable system of
taxation in which owners with equal property values could pay different amounts of property tax.

INTRODUCED: December 7, 1999

ADOPTED: December 7, 1999

Date:

ATTEST"

Date:  *7
Borough Clerk

Date: /| 2
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