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Bill Version:
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HB 217

Revenue
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Tax Division
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Requester:
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Expenditures/Revenues

Component Number: 

(Thousands of Dollars)

2476

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE____________________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2001) cost: 0.0

Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

** T h is  le g is la t io n  c o u ld  re s u lt in a lo s s  to th e  s ta te  o f s e v e ra l m illio n  d o lla rs  a y e a r in o il a n d  g a s p ro p e r ty  

ta x  re v e n u e .
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Date/Time April 18, 2001, 4 p.m. 
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Department of Revenue
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Department of Revenue Fiscal Note and Bill Analysis 
House Bill 217 -  A p r il 1 8 ,2 0 0 1

HB 217 would remove the equity requirement in property assessment and 
taxation, it would eliminate current language requiring that all property subject to 
an ad valorem tax be taxed at the same raie during the year.

HB 217 would also allow municipalities to adopt varying levels of assessment 
and extend the municipal exemption authority outs.de the mandatory or optional 
exemptions provided for in AS 29.45.030 and AS 29.45.050. If passed, this bill 
would allow municipalities to assess commercial and residential properties at 
different levels of market value, say, 20% for residential and 75% for commercial. 
It would also allow for varying rates of taxation applied to different categories, 
i.e., 5 mills for residential and 20 mills for commercial.

However, the bill could also cost the state millions of dollars of revenue received 
through assessment of oil and gas properties provided for under AS 43.56. This 
statute requires the state to levy a 20-mill property tax on all oil and gas property 
throughout the state and to give a credit to oil and gas property owners for any 
taxes paid to a local government.

In oil-rich communities where the value of AS 43.56 property is a very high 
percentage of the total tax base, it is conceivable that those communities could 
exempt all residential property from property.taxes and pass the burden to the 
commercial and industrial property with a higher mill rate. Under this scenario, 
the tax burden would be paid by the few local commercial property owners and 
the oil and gas industry. AS 43.56 currently does not prevent this type of burden 
shifting if the tax levy on oil and gas property is no higher than the rate applicable 
to other property taxable by the municipality.

It is impossible to estimate what municipalities would do if this legislation passes. 
However, in order to estimate the worst-case scenario, the assumption was 
made that the four municipalities with large amounts of AS 43.56 property within 
their boundaries would completely exempt all residential property and shift the 
burden to commercial, industrial and AS 43.56 property. Using this assumption, 
the state could lose in excess of $20 million of oil and gas property tax revenue a 
year within those municipalities that are currently incorporated as boroughs. The 
revenue loss could be much higher if areas such as the Copper River and 
Delta/Greeley areas incorporated and levied a property tax in a similar fashion.
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Note : Am oun ts do no t inc lude in fla tion un less o the rw ise noted below .
O PERAT ING EXPEND ITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007

Persona l Se rv ices
T rave l
C on tractua l
Supp lies
Equ ipm en t
Land & S truc tu res
G ran ts & C la im s
M isce llaneous

T O TA L OPERAT ING 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L EXF’ END ITURES

CHANGE IN REVENUES (GF) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands o f Do lla rs)

1002 Fede ra l Rece ip ts
1003 GF M atch
1004 GF
1005 G F /P rog ram  Rece ip ts
1037 GF /M en ta ! Health
1156 RSS

TO TA L 0.0 0 .0 0.0 0 .0 0.0 0.0

E s tim a te o f a n y  c u r re n t ye a r (FY 2001 ) c o s t: 0 .0

POS IT IONS
Fu ll-tim e
Part-tim e
Tem po ra ry

A N A LY S IS : (Attach a separate paqe if  necessary)
HB 217 rem oves the equ ity requ irem en t in p rope rty assessm en t and taxa tion . It e lim ina te s cu rren t la nguage w h ich 
requ ires all p ro pe rty sub je c t to an ad va lo rem  ta x be taxed at the sam e ra te during the year.

HB 217 w ou ld a lso a llow m un ic ipa lities to adop t va ry ing leve ls o f assessm en t and ex tend the m un ic ipa l exem p tion 
au tho rity ou ts ide the m anda to ry o r op tiona l exem p tions p rov ided fo r in AS 29 .45 .030 and AS 29 .45 .050 . If passed , 
th is bill w ou ld a llow m un ic ipa lities to assess comm erc ia l and res iden tia l p rope rtie s a t d iffe ren t leve ls o f m arke t va lue , 
say, 20%  fo r res iden tia l and 75% fo r comm erc ia l. It w ou ld a lso a llow fo r va ry ing ra tes o f taxa tion app lied to d iffe ren t 
ca tego ries , i.e ., 5 m ills fo r res iden tia l and 20 m ills fo r comm erc ia l.

(co n tin ued  o n  s e p a r a te  p a g e )

P repared by: 
D iv is ion

A pp roved by: 
Agency

(Rev 11/2000 OMO)

S te ve VanSant, S ta te A ssesso r Phone 907 -269 -4605

C omm un ity and Bus iness D eve lopm en t

C omm iss ione r D ebo rah B. Sedw ick

D a te /T im e 4 /18 /2001 3 :35p .m . 

Date 4 /18/2001
D epa rtm en t of C omm un ity & Econom ic D eve lopm en t___________

For distribution Information, call the Governor's Legislative Olfice
P a g e  1 of  2__



HB 217 - Analysis continued:

However, the bill cou ld a lso cos t the S ta te o f A laska m illions of do lla rs of revenue rece ived th rough asse ssm en t of 
o il and gas p rope rtie s p rov ided fo r unde r AS 43 .56 . Th is sta tu te requ ires the s ta te to levy a 20 m ill p rope rty ta x on 
all oil and gas p rope rty th ro ughou t the s ta te and g ive a cred it to the oil and gas p rope rty ow ne rs fo r any ta xes pa id to 
a loca l gove rnm en t.

In “oil rich " comm un itie s where the va lue o f AS 43 .56 p rope rty is a very h igh percen tage o f the to ta l tax base , it is 
conce ivab le tha t those comm un itie s cou ld exem p t ali res iden tia l p rope rty from p rope rty ta xes and pass the bu rden 
on to the com m erc ia l and indus tria l p rope rty w ith a h ighe r m ill ra te . U nde r th is scenario , th e tax bu rden w ou ld be 
pa id by th e few  loca l comm erc ia l p rope rty ow ne rs and the oil and gas industry . AS 43 .56 cu rre n tly does no t p re ven t 
th is type o f bu rden sh ifting , if the tax levy on oil and gas p rope rty is no h ighe r than the ra te app licab le to o th e r 
p rope rty ta xab le by the m un ic ipa lity .

It is im poss ib le to es tim a te w ha t m un ic ipa lit ie s w ill do if th is leg is la tion passes , however, in o rde r to es tim a te the 
“w o rs t case scena rio ", the assum p tion w as m ade tha t the fo u r m un ic ipa lities w ith la rge am oun ts o f AS 43 .56 
p rope rty w ith in th e ir boundarie s w ou ld com p le te ly exem p t all res iden tia l p rope rty r  > I sh ift the bu rden to com m erc ia l, 
indus tria l and AS 43 .56 p rope rty . U sing th is assum p tion , the s ta te cou ld lose in excess o f $20 m illion of o il and gas 
revenue w ith in on ly those m un ic ipa lities w h ich a re cu rren tly inco rpo ra ted as boroughs. The revenue loss cou ld be 
m uch h ighe r if a reas such as th e C oppe r R ive r and D a lta /G ree ley areas inco rpo ra ted and lev ied a p rope rty ta x in a 
s im ila r fash ion .

F o r d is t r ib u t io n  in fo rm a t io n , c a ll th e  G o v e rn o r 's  L e g is la t iv e  O ff ic e  

(R e v 1 1 /2 0 0 0  O M B ) P a g e  2 of  2.



ALASKA STATE LEGISLATURE
Interim:
600 East Railroad Avenue 
Wasilla, Alaska 99654 
(907) 373-1842 
Fax -(907) 373-4729

State C apitol Building, Room 24 
Juneau, Alaska 99801-1182 

(907) 465-2186 
F a x-  (907) 465-3818

Session:

REPRESENTATIVE VIC KOHRING
DISTRICT 26

Memorandum

To: Representative Morgan 
Representative Meyer

From: Representative Kohring

Date: April 5, 2001

Re: House Bill 217

I respectfully request a hearing of House Bill 217, 'An act relating to 
municipal property assessm ent and taxation; and providing for an 
effective date," in the Community and Regional Affairs committee.

Attached is a packet of materials, including a copy of the bill, the 
sponsor statem ent, a sectional analysis, and a letter of support.

Thank you for your consideration.

W asilla • F airview  Loop • E klutna • Peters Creek
E-Mail: Rcpresentative_Vic_Kohring@ legis.state.ak.us * Toll Free Year Round: (800)468-Z)8o

mailto:Rcpresentative_Vic_Kohring@legis.state.ak.us


290 E Heming Avenue 
Wasilla, AK 99654-7091 
Phone: (907) 373-9050 
Fax: (907) 373-9092

C ity  o f  W a silla
APR 0 2 REDD

March 28,2001

Dear Rep. Kohring,

I wish to add my "two-cents" regarding HB 217, "An act relating to municipal 
assessment and taxation; and providing for an effective date".

I applaud legislators like you, Rep. Vic Kohring, who will consider measures that 
permit municipalities to exercise self-governance and local control over the 
manner in which taxes are collected in our Alaska communities.

Although I have not had the opportunity to digest all aspects and consequences 
of the proposed HB 217, I do appreciate your efforts to introduce proposals that 
help keep local governments accountable. I believe this bill will assist in this 
mission of trying to keep government accountable to our residents, and it can 
help local governments stay fiscally conservative.

Thank you for your work on this and other issues that lead to more self- 
governance for municipalities, and that allow local control over other issues, as 
well.

Since

Mayor Sarah Palin

A d m in i s t r a t io n  C l e r k ’ s- O f f i c e

Phone: (907) 373-9055 Phone: (907) 373-9090
Fax: (907) 373-9096 Fax: (907) 373-9092

C l e r k ’ s- O f f i c e F in a n c e

Phone: (907) 373-9070 
Fax: (907) 373-9085

L i b r a r y

Phone: (907) 376-5913 
Fax: (907) 376-2347

M useum
Phone: (907) 373-90/1 
Fax: (907) 373-9072

Phone: (907) 373-9053 
Fax: (907) 373-9092

P a r k s  a n d  R e c r e a t io n  1‘ l .'P l a n n i n g

Phone: (907) 373-9094 
Fax: (907)373-9089

P o l ic e

Phone: (907) 373-9077 
Fax:(907) 373-9051

P u b l i c  W o r k s  

Phone: (907) 373-9095 
Fax: (907) 373-9054



APR 10 RECT3

April 5, 2001

Representative Kohring 
State Capital Room #24 
Juneau, Alaska 99801

Dear Representative Kohririg:

i am writing to express my support for House Bill No. 217, which allows 
municipalities to effect home rule regarding real property assessment and 
taxation.

I strongly support the proposed amendments to AS 29.45.110 (a), which will 
allow municipalities to exercise self-governance and local control over the 
manner in which real property within their jurisdiction is assessed and taxed.

Your action to sponsor legislation that recognizes the diversity of Alaskan 
communities, and the unique challenges our local governing bodies must 
address is very much appreciated.

Sincerely,

 ̂ Bert L. Cottle, Mayor
City of Valdez

RO. BOX 3 0 7  *  VALDEZ, ALASKA 9 9 6 8 6  
9 0 7 -8 3 5 -4 3 1 3  PH * 9 0 7 -8 3 5 -2 9 9 2  FAX
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S ta te  C ap ito l B uilding, R oom  24 
Juneau , A laska 99801-1182 

(907) 465-2186 
Fax - (9 0 7 ) 465-3818

Session:

REPRESENTATIVE VIC KOHRING
DISTRICT 26

Sectional Analysis

HB 217, "An Act relating to municipal property assessm ent 
and taxation; and providing for an effective date."

Section 1. Eliminates the requirement that ad valorem property taxes 
be levied a t the same rate.

Section 2. Modifies the definition of "full and true value" to be the price 
th a t the property would bring in an open m arket on the date of 
assessm ent in a sale between a willing seller and willing buyer both 
conversant with the property and with prevailing general price levels.

Section 3. Permits a municipality to classify property on the basis of 
use for the purposes of assessm ent and taxation. Permits a municipality 
to provide varying rates of taxation, assessm ent standards, or 
exemptions or partial exemptions for different classes of property.
Permits the initiative and referendum process to be used to classify 
property and set tax rates.

Section 4. Adds a severability clause.

Section 5. States tha t this law will take effect on Jan u aiy  1, 2002.

W asilla • Fairview  Loop • E ldutna • Peters Creek
E-Mail: Rcprescntative_Vic_Kohring(«'Iegis.statc.ak.us • Tell Free Year Round: (800) 488-2186
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S ta te  C ap ito l B uilding, R oom  24 
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(907) 465-2186 
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Session:

REPRESENTATIVE VIC KOHRING
DISTRICT 26

Sponsor Statem ent

HB 217, "An act relating to municipal property assessm ent 
and taxation; and providing for an effective date"

AS 29.45.090 and AS 29.45.110 deal with the m anner in which property, 
both real and personal, is assessed and taxed. Currently, under AS 
29.45.090(a) all municipalities m ust assess and tax all property within 
their boundaries in the same manner.

House Bill 217 eliminates the requirement that municipalities assess and 
tax all property in the same manner. HB 217 adds a subsection to AS 
29.45.110 tha t permits municipalities to classify property based on use 
and to apply different rates of taxation, assessm ent standards, or 
exemptions for different classes of property.

This bill recognizes that because of their diversity, Alaska's communities 
operate most efficiently when each can control its municipal functions as 
much as possible. Taxation is a municipal function. HB 217 simply 
allows municipalities to exercise self-governance and local control over 
the m anner in which property within their jurisdictions is assessed and 
taxed.

W asilla ■ Fairview  Loop • Eklutna • Peters Creek
E Mail: Rcprcsentativc_Vic_Koliring(8'legis.statc.ak.us • Toll Free Year Round. (800) 468-1186


