


Sectional Analysis
Senate Bill 4

Title 29. Municipal Government
Chapter 45. Municipal Taxation 
Article 1. Municipal Property Tax

Section 1 AS 29.45.030(e)
030. Required exemptions. T he provision amends section (e) by adding a 
m echanism  for municipalities to prorate taxes part way through the year w hen a 
hom e ow ner who is eligible for an exem ption sells his o r her hom e to som eone who 
is n o t eligible for an exempdor..

Section 2 AS 29.45.050(a)
050. O p tio n a l ex e m p tio n s  a n d  ex c lu sio n s. The provision increases the am ount a 
municipality may exem pt residential property taxes from 510,000 to $50,000.
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Senate Bill 4 "An Act relating to a mandatory exemption from
municipal property taxes for certain residences and to an 
optional exemption from municipal taxes for residential 
property; and providing for an effective date."

Sponsor: Senator Gene Therriault

Sponsor Statem ent

Senate Bill 4 sterns from discussions last year over the ballot measure proposing a 10 mill 
cap on prope.d, ; "es, During debate leading up to the election, many residents expressed 
their belief that property owners bear an unfair portion o f  governm ent expenses. Senate Bill
4 raises the ceiling, fro n  §10,000 to $50,000, on the am ount a municipality may offer in 
residential property tax exemptions. As is currently the case, the exem ption is optional and 
up to the discretion o f  local taxing authorities. Considering that the current S10,000 cap has 
been on the books since 1974,1 believe it is time to look at adjusting the property exem pdon 
allowance to give local governm ents m ore flexibility in their taxing decisions.

In addition, it was brought to my attention that the m andatory exem pdon for senior cidzens 
provides no m echanism  for local governm ents to assess property taxes part way through a 
tax year when som eone who qualifies for a tax exem ption sells property to som eone who 
does not qualify. SB 4 gives municipalities authority to prorate and collect those additional 
taxes. The current w ording o f  SB 4 does not allow the provision to be exercised in the other 
direction— to grant an exem ption mid-year when som eone who is eligible for the exem ption 
buys a house from  som eone who is no t eligible. Although exercising the provision in 
reverse would result in a loss o f  borough revenues, I believe it is worthy o f  discussion and 
would welcome debate on that issue during the com m ittee process. Regardless o f  the 
outcom e on that aspect, I believe that the issue o f  prorating taxes is legitimate for 
consideration by the legislature.

Em a il: Senalor_Gene_Thomaull< f? )leg is.state .ak .us
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CS FOR SENATE BELL NO. 4( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SECOND LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsors): SENATOR THERRIAULT

A BILL 

FOR AN ACT ENTITLED  

"An Act relating to a mandatory exemption from municipal property (taxes for certain 

residences and to an optional exemption from municipal ..axes for residential property; 

and providing for an effective date.”

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

* Section 1. AS 29.45.030(c) is amended to read:
(e) The real property owned and occupied the priniaty residence and 

permanent place of abode by a (1) resident 65 years of age or older; (2) disabled 
veteran; or (3) resident at least 60 years old who is the widow or widower of a person 
who qualified for an exemption under (1) or (2) of this subsection [>] is exempt from 
taxation on the first $150,000 of the assessed value of the real property. A 
municipality may, in case of hardship, provide for exemption beyond the first 
$150,000 of assessed value in accordance with regulations of the department. Only 
one exemption may be granted for the same property and, if two or more persons are 
eligible for an exemption for the same property, the parties shall decide between or
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among themselves who is to receive the benefit of the exemption. Real property may 
not be exempted under this subsection if  the assessor determines, after notice and 
hearing to the parties, that the property was conveyed to the applicant primarily for the 
purpose . f obtaining the exemption. The determination of the assessor may be 
appealed urn. er AS 44.62.560 - 44.62.570. If property is transferred during the 

year for which an exemption has been granted under this subsection to_a person 

who does not qualify for the exemption, the exemption ceases on the date o f the 

transfer. The municipality shall calculate a pro rata share o f the amount o f taxes 

t hat would have been levied for the year on the property had It not been granted 

;in exemption under this subsection ana shall notify the ne.W owner.o f ,the 
additional amount of taxes. Payment of the additional amount o f taxes is due 60 

days after the notice is provided to the new owner.

* Sec. 2. AS 29.45.050(a) is amended to read:
(a) A municipality may exclude or exempt or partially exempt residential 

property from taxation by ordinance ratified by the voters at an election. An exclusion 
or exemption authorized by this snbstction [SECTION] may not

exceed the assessed value of $50,000 [$10,000] for any one
residence; or

(21 be applied with respect to taxes levied in a service area > fund 

the special services.

* Sec. 3. This Act takes effect January 1, 2002.
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February 7,2001

Senator Gene Terriault 
Alaska State Senate 
State Capitol 
Juneau, AK 99811

Dear Senator Terriault

We are writing in support of SB 4, relating to Municipal Property Tax Exemption. The 2001 
AML Policy Statement adopted by the entire membership of the League, states;

C. Local Taxes

3. Residential Tax Relief Local Option. The League supports 
an amendment of A.S. 29.45.050(a), the optional local homeowner property 
tax exemption, to change “may not exceed the assessed value of SI0,000” to 
“may not exceed the assessed value of $50,000” to allow municipalities an 
option to grant meaningfiil property tax relief to residential homeowners.

In light of last year’s statewide property tax initiative, we recognize that some citizens believe 
there should be some changes in the way they pay for local government services. Senate Bill 4 
offers Alaska’s municipalities the option to increase the existing property tax exemption in 
order to provide for that change.

Thank you for sponsoring this legislation and if we can assist you in any way, please call me.

Part I, Revenue & Finance

Executive Director

cc: Senate Community & Regional Affairs Committee
AML Revenue & Finance Subcoinmittee

M em ber«.' the National League of Cities and (he National Association of Counties
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F isca l Note Number: 
Bill Version:
() Publish Date:

SB 4

Revis ion Date/Time (Note if correction):__________
Title: M unic ipa l Property Tax Exemption

Dept. Affected:
]BRU: ___
Component:

R evenue
Revenue Operations
Tax D iv is ion

Sponsor:
Requester:

Senator Therriault
Senate Community and Reg ional Affairs Com ponent Number: 2476

Expend itures/Revenues (T ho u sa nd s  o f Do llars)
Note: Amounts do not inc lude inflation unless otherw ise noted below.
OPERAT ING  EXPEND ITURES FY  2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Serv ices 
Travel 
Contractual 
Supp lies 
Equ ipm ent 
Land & Structures 
Grants & C la im s  
M isce llaneous

TOTA L  OPERAT ING 0.0 0.0 0.0 0.0 0.0 0.0

ICAP ITAL EXPEND ITURES

CH A N GE  IN R EVEN U ES  ( ) | (1,600.0)1 (1,600.0)1 (1,600.0)1 (1,600.0)1 (1,600.0)1 (1,600.0)1

1002 Federa l Receipts
1003 G F  Match
1004 G F
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E stim ate  o f a ny  cu rren t year (FY2001) cost: 0.0
POS IT IONS
Full-time
Part-time
Temporary

ANALYSIS : (Attach a  separate page if necessary)
T h is  le g is la t io n  w o u ld  a llo w  m u n ic ip a li l ie s  to  in c re a s e  -  b y  a  vo te  o f  th e  p u b lic  -  the  re s id e n t ia l p ro p e r ly  tax e x em p t io n  from  the 
cu rren t S10.000 to  $50,000 in  a s s e s s e d  v a lu e  p e r  r e s id e n c e . T h is  c o u ld  h a v e  a n  in d ir e c t  e ffec t o n  s ta te  r e v e n u e s  if m u n ic ip a lit ie s  
in c re a s e  th e ir  re s id e n t ia l p ro pe rty  a s s e s sm e n t  e x em p t io n  a n d  th e n  in c r e a s e  th e ir  o v e ra ll m ill ra te  to m a k e  u p  for the  lo s t re v e n u e . 
U n d e r  A S  43.56, th e  s ta te  im p o s e s  a  20-mill tax o n  o il a n d  g a s  p rope rty  in  th e  s ta te . If tn e  m u n ic ip a lit y  in  w h ic h  th e  o il a n d  g a s  
p roperty  is  lo c a te d  a ls o  h a s  a  p rope rty  tax , the  ta x p a y e r is  a llo w e d  a  c re d it  for a n y  lo c a l ta x es  be fo re  p a y in g  the  s ta te  tax . F o r 
e x a m p le , a s s u m o  a  S1 m ill io n  item  lo c a te d  in  a  b o ro u g h  w ith  a  15-mill tax ra te . T h e  ta x p a y e r p a y s  $15,000 to th e  lo ca lity . W h e n  it 
f ile s  its s ta te  ta x e s  it h a s  a n  o b lig a t io n  o f $20,000, offset b y  a  tax c re d it  o f $15,000, s o  it o n ly  s e n d s  a  c h e c k  for $5,000 to the  s ta le . 
T h e re fo re , if th e  m ill ra te s  in c re a s e  in  lo c a lit ie s  that h a v e  e x te n s iv e  o il a n d  g a s  p ro d u c t io n  p roperty , o il a n d  g a s  ta xpay ers  w il l p a y  
m o re  to th e  lo c a lit ie s  a n d  le s s  to  the  sta te .

T h e  p ro je c te d  $1.6 m ill io n  a n n u a l c o s t to the  s ta te  o f th is le g is la t io n  a s s u m e s  tha t a ll o f  th e  lo c a lit ie s  tha t a lr e a d y  g ran t the  $10,000 
re s id e n t ia l e x em p t io n  w il l in c re a s e  it to $50,000, a n d  w ill w a n t to r e p la c e  a ll o f  the  r e v e n u e s  th e y  w o u ld  lo s e  from  tho  in c re a s e d  
e x em p t io n  a n d  w il l u s e  a n  in c re a s e d  m ill ra te to  a c c om p lis h  tha t -- th e re b y  re d u c in g  s la t e  o il a n d  g a s  p roperty  la x  c o l lo c lh n s .

Prepared by: Dan D ick inson, Director___________________________________ Phone 269-1033
Divis ion Tax D ivision Date/Time 11a.m., Feb. 6, 2001
Approved by: Larry Persily, Deputy Comm issioner_______________________________ Date Feb. 6, 2001___________
Agency Department of R evenue___________________________________

F o r d is tr ib u t io n  in fo rm a t io n , c a ll th e  G o ve rn o r 's  L e g is la t iv e  O ff ic e  
(Hev ir2o/2ooo omb) P ag e  1 o f  1___


