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STATE OF ALASKA
2002 LEG ISLAT IVE SESSION

Revision D ate/Tim e (N ote if correction):________________________
Title Municipal Tax Exem ption: D eteriorated P roperty

1 i—

S ponso r
R eq u este r

R ep resen ta tiv e  Kohring

Fiscal Note N um ber:

Bill Version:
(H) Publish D ate:

Dept. Affected:___________________________________
_BRU Community Assist & Econ Dev. (405)
_ C om ponent Com m unity & B usiness D evelopm ent

CSHB 389(CRA) 
2/27/02

DCED

H ouse Com m unity & R egional Affairs

Expenditures/Revenues

C om ponent No. 

(T h o u s a n d s  o f  D o llars)

2486

Note: A m ounts do  not include inflation u n less  otherw ise no ted  below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
P ersonal S erv ices
Travel
C ontractual
Supplies
E quipm ent
Land & S tructu res
G rants & Claim s
M iscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) | I |

FUND SO URCE (T housands of Dollars)
1002 F ederal R eceip ts
1003 GF Match
1004 GF
1005 G F/Program  R eceip ts
1037 G F/M enlal Health
O ther (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E s tim a te  o f an y  c u r r e n t y e a r  (FY2002) c o s t : 0.0
C h eck  th is  b o x  (X) if fu n d in g  fo r th is  bill is  in c lu d e d  in  th e  G o v e rn o r 's  FY 2003  b u d g e t p ro p o s a l:

POSITIONS
Full-time
Part-tim e
Tem porary

ANALYSIS: (Attach a separate paqe if necessary)
This bill does not impact the operations of the department.

P repared  by: 
Division

P a t P o land , D irector P h o n e  907-269-4578
C om m unity & B u sin ess  D evelopm ent D ate/Tim e 2/25/02 5:04 PM

A pproved by: D eborah B. Sedw ick, C om m issioner_________________
A gency D epartm ent of Com m unity & Econom ic D evelopm ent

D ate 2/25/2002
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TJLASICA STATE LEGISLATURE

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

Session:
State Capitol Building, Room 24 

Juneau, Alaska 99801-1182 
(907) 465-2186 

Fax -(907) 465-3818

REPRESENTATIVE VIC K O H RING
DISTRICT 26

SPONSOR STATEMENT  

HOUSE BILL 3 8 9

MUNI TAX EXEMPTION: DETERIORATED PR O PER TIES

A lask a  S ta tu te  2 9 .4 5 .0 5 0  a lb w s  m u n ic ip a litie s  to e x e m p t c e r ta in  
p ro p e rtie s  from  p ro p e rty  tax es . H isto rica l s ite s , n o n -p ro fit o rg an iza tio n  
p ro p ertie s , a n d  s tu d e n t  h o u s in g  a re  ex am p les  o f allow ed ex em p tio n s .

AS 29 .45 .050(o) allow s m u n ic ip a litie s  to ex em p t d e te r io ra te d  p ro p e rtie s  
o nce s u b s ta n tia l  re h a b ilita tio n  im p ro v em en ts  have s ta r te d . T h is  co n cep t 
is to en co u rag e  econom ic rev ita liza tion  a n d  in c re a se  a  m u n ic ip a lity 's  tax  
b ase .

AS 29 .45 .050(o) s u n s e ts  J u ly  1, 20 0 2 . T h is  bill d e le te s  the  s u n s e t  
c lau se .

T h e re  a re  m an y  sa fe g u a rd s  w ith in  the  s ta tu te  to p ro te c t th e  p u b lic  from  
p o ten tia l a b u s e  of th e  ta x  exem ption  by  in d iv id u a ls . In o rd e r  to qualify  
for th e  tax  exem ption , sev e ra l s te p s  m u s t  b e  ta k e n  by  th e  local govern ing  
body. T he s ta tu te  will s till req u ire  th a t  th e  “d e te r io ra te d  p ro p erty "

(1) h a s  b een  th e  su b je c t o f a n  o rd e r by  a  g o v e rn m en t ag en cy  req u irin g  
th e  p ro p erty  to b e  v aca ted , co n d em n ed , o r  d em o lish ed  by  re a so n  of 
n o n co m p lian ce  w ith  law s, o rd in a n ce s , o r reg u la tio n s ;

(2) h a s  a  s tru c tu re  on it n o t  less th a n  15 y e a rs  o f age th a t  h a s  u n d e rg o n e  
s u b s ta n t ia l  reh ab ilita tio n , renovation , o r  rep la ce m en t, s u b je c t  to an y  
co n d itio n s  p re sc rib ed  in th e  o rd in an ce ; o r

(3) is located  in  a  d e te r io ra tin g  o r d e te r io ra te d  a re a  w ith  b o u n d a r ie s  th a t  
h ave b een  d e te rm in ed  by th e  m unic ipa lity .

Wasilla • Fairview Loop • Eklutna • Peters Creek
E-Mail: R epresen ta tiv c_ V lc_K oh nn g@ leg is.sta te .ak .u s • Tell Fret Year RjihiJ: (SCO) 46S-1IS6

mailto:Representativc_Vlc_Kohnng@legis.state.ak.us


MARC A. M A R LO W
229 Whitney Road 

Anchorage, Alaska 99501 
Phone: (907) 258-9662 • Fax: (907) 277-0623

February 20, 2002

Representative Kevin Meyer 
Representative Carl Morgan, Jr.
Co-Chairmen Commun ity & Regional A ffa irs

Dear Sirs:

I am w rit in g to request you r support fo r HB 389. This b ill extends the sunset provision 
that was attached to the law when it was firs t passed in 1998. Passing this b ill wou ld 
a llow this law to stay in effect.

This law was orig ina lly passed to provide a tool to munic ipa lities that wanted to 
provide property tax incentives to redevelop deteriorated areas.

Despite the fact the improvemei ts in Alaska are fa ir ly new as compared to some areas 
in the lower forty-e ight, there are some deteriorated areas in Alaska, the redevelopment 
o f which couk be hastened if this tool remains available.

I appreciate you r though tfu l consideration o f my request,

Marc A Marlow



H B  3 8 9

MUNI TAX EXEMPTION: DETERIORATED PR O PERTIES  

Background Information

HB 3 9 9  w as  filed d u r in g  th e  1997  legislative se ss io n . HB 3 9 9  provided 
m u n ic ip a litie s  w ith  th e  o p tio n  to ex em p t a n d  d efe r m u n ic ip a l p ro p erty  
tax es  o n  defined  “d e te r io ra te d  p ro p erties ."  T h is  e x e m p tio n /d e fe rra l w as 
for u p  to five y ea rs  once s u b s ta n t ia l  re h a b ilita tio n  w as  s ta r te d  a n d  could 
only  be g ra n te d  once. T he in te n t w as to p rov ide  ta x  re lie f to in c rease  
F inancing o p tio n s  for th o se  w illing to re h a b ilita te  c o n d e m n e d  p ro p erties , 
ev en tu a lly  re su ltin g  in in c re a se d  p ro p e rty  v a lu es  a n d  m u n ic ip a l p ro p erty  
tax es . No ex p ira tio n  d a te  w as  in c lu d ed .

HB 3 9 9  w as p a sse d  a n d  AS 29 .45 .050(o) took effect J u ly  1, 1998.

HB 7 6  w as filed in the  1998 se ss io n . HB 76 a m en d e d  AS 29 .45 .050(o) a t  
th e  re q u e s t  o f the  M un ic ip a lity  of A nchorage. T h e  c h a n g e s  w ere 
tech n ica l a m e n d m e n ts  to clarify  th e  in te n t to e n c o u ra g e  reh a b ilita tio n  of 
d e te r io ra te d  p ro p ertie s . HB 76 also  in c lu d ed  a n  e x p ir a t io n /s u n s e t  d a te  
o f J u ly  1. 2 0 0 2 .

HB 76  w as p a s se d  a n d  took  tffc c t J u ly  1, 1999.
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SPONSOR STATEMENT for 
House Bill 399

T h e  i n t e n t  o f  t h i s  b i l l  i s  t o  a u t h o r i z e  l o c a l  m u n i c i p a l i t i e s  t h e  o p t i o n  t o  

p r o v i d e  a  t a x  e x e m p t i o n  f o r  i m p r o v e m e n t s  o f  d e t e r i o r a t e d  r e a l  p r o p e r t y .  

T h e  c o n c e p t  i s  b a s e d  o n  o t h e r  s t a t e ' s  l o c a l  e c o n o m i c  r e v i t a l i z a t i o n  t a x  

p r o g r a m s .  L o c a l  m u n i c i p a l i t i e s  w i l l  h a v e  t h e  f l e x i b i l i t y  o f  a l l o w i n g  

r e n o v a t i o n s  o f  r e a l  p r o p e r l y  in  o r d e r  to  i n c r e a s e  t h e  v a l u e  o f  t h a t  r e a l  

p r o p e r t y ,  f o r  t a x  p u r p o s e s .
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Bill Text H

BILL ID: SCS HB 399(RLS)

00 SENATE CS TOR BOUSE BILL NO. 3 9 9 (RLS)
01 *An Ace r a l a e ln u  co an o p t io n a l  exom pcion  Crom, an d  d o i a r r a l  o I paymonc o f ,
02 m u n ic ip a l eaxe3 on d o e a r io r a c e d  p c o p o rc y , and  d o f i n in ?  'd a c a r io c a c o d  p r o p a r c y ' f o r
03 p u rp o s e s  o f  che ex em p tio n  o r  d e f e r r a l ;  an d  p r o v id in g  f o r  an a f f e c t i v e  d a c e .*
04 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA;
05 * Section 1. A S  29.45.050 is amended by adding a new subsection to read:
06 (o) A municipality may by ordinance partially exempt all or some types of
07 deteriorated property from taxation for up to five years after the day substantial
08 rehabilitation, renovation, or replacement of any structure on the property begins.
09 municipality may by ordinance permit deferral of payment ol: taxes on all or some
10 types of deteriorated property for up to five years after :he day substantial
11 rehabilitation, renovation, or replacement of any structure on the property begins.
12 However, if the ownership of property for which a deferral has been granted is
13 transferred, ali tax payments deferred under this subsection are immediately due ar
14 the deferral enc:, or, if ownership of only part of the property is transferred, al
01 payments attributable to that part are immediately due and the deferral attribucabl
02 that part ends. Only one exemption and only one deferral may be granted to the san
03 property under this subsection. In this subsection, “deteriorated property’ means
04 property that is commercial property not used for residential purposes or that is a
05 unit residential property with at least eight residential units, and that
06 (1) has been Che subject of an order by a government agency requiring
07 che property to be vacated, condemned, or demolished by reason of noncompliance
08 with laws, ordinances, or regulations;
09 (2) has a structure on it not less than 15 years of age that has
10 undergone substantial rehabilitation, renovation, or replacement, subject to any
11 conditions prescribed in the ordinance; or
12 (3) is located in a deteriorating or deteriorated area with boundaries that
13 have been determined by the municipality.
14 * Sec. 2.  This Act takes effect July 1, 1998.

Bill Root:l 1 Display History/Action Clear Bill Root

Return to BASIS Main Menu(20th Legislature) 
Return to the Legislature Home Page 

BASIS Last Updated 12/31/98
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Sponsor Statement 
HB 76

During the last session, the Legislature approved HB 399, which authorized 
municipal governments to exempt and defer the payment o f municipal taxes on 
deteriorated property. This legislation is reflected in the addition of subsection (o) to AS

In response to this legislation, the Anchorage Assembly adopted a Municipal 
Ordinance (OA-98-135) providing for the tax deferral for deteriorated property to 
encourage redevelopment.

However, because of ambiguities in the new statute, the Municipality of 
Anchorage has requested technical amendments to AS 29.45.050. These amendments 
include:

1. Clarifying that a Municipality may either partially or totally exempt a 
deteriorated property from property taxes;

2. Providing that the exemption may begin any time on or after substantial 
rehabilitation begins; and

3. Prohibits an exemption and deferral of property taxes to be in effect 
simultaneously.

These are minor changes to the statute, but are required to fu lly realize the intent 
of the legislation passed last year to encourage rehabilitation o f deteriorated properties.

29.45.050.

E -M j II: R cprosenia(i\e_A ndfc 'A _H j!v .'ro< i'l< ';ii.jtJ tc  Jk  u>
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Bill Text H

B IL L ID : HB 76

00 CS FOR HOUSE BILL NO. 76(RLS) am S
01 "An Act: relacing Co an exemption from and deferral of paymenC on municipal
02 taxes on deteriorated propercy; and providing for an effeccive dace."
03 BE IT ENACTED 3Y THE LEGISLATURE OF THE STATE OF ALASKA:

04 * Section 1. AS 29.45.050(o) is amended to read:
05 (o) A municipality may by ordinance partially or totally exempt all or some
06 types of deteriorated property from taxation for up to five years beginning on or any
07 time after the day substantial rehabilitation, renovation, or replacement of any structure
08 on the property begins. A municipality may by ordinance permit deferral o f payment
09 of taxes on all or some types o f deteriorated property for up to five years beginning
10 on or any time after the day substantial rehabilitation, renovation, or replacement o f
11 any structure on the property begins. However, i f the ownership of property for which
12 a deferral has been granted is transferred, all tax payments deferred under this
13 subsection are immediately due and the deferral ends, or, i f ownership of any [ONLY]
14 part o f the property is transferred, all tax payments [ATTRIBUTABLE TO THAT
01 PART] are immediately due . The amount deferred each year is a lien on that
02 property for that year [.AND THE DEFERRAL ATTRIBUTABLE TO THAT PART
03 ENDS]. Only one exemption and only one deferral may be granted to the same
04 property under this subsection , and, if an exemption and a deferral are granted to
05 the same property, both may not be in effect on the same portion of the property
06 during the same time. An ordinance adopted under this subsection must include
07 specific elig ib ility requirements and require a written application for each
08 exemption or de fe rra l. In this subsection, "deteriorated property" means real property
09 that is commercial property not used for residential purposes or that is multi-unit
10 residential property with at least eight residential units, and that
11 (1) has been the subject of an order by a government agency requiring
12 the property to be vacated, condemned, or demolished by reason of noncompliance
13 with laws, ordinances, or regulations;
14 (2) has a structure on it not less than 15 years o f age that has
15 undergone substantial rehabilitation, renovation, or replacement, subject to any
16 conditions prescribed in the ordinance; or
17 (3) is located in a deteriorating or deteriorated area with boundaries that
18 have been determined by the municipality.
19 * Scc. 2. AS 29.45.050(o) is repealed July 1,2002.
20 * See. 3. This Act takes effect July 1, 1999.
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CLERK-s OFFICE Prepared by: Assembly Office
A PrRCVED  For reading: F e b r u a r y  2 ,  1999

Datc:..^?.- A  -
     ANCHORAGE, ALASKA

AR NO. 99- 29

A RESOLUTION OF THE ANCHORAGE MUNICIPAL ASSEMBLY SUPPORTING CERTAIN 
AMENDMENTS  TO ALASKA STATUTE 29.45.050(o) REGARDING TAX EXEMPTION AND 
DEFERRAL FOR DETERIORATED PROPERTY

Submitted by: Assemblymcmber Wohlfcrth

WHEREAS, in May, 1993, Ihe Alaska Legislature approved H8 3S9, an ad  authorizing 
municipalities lo permit, by ordinance, the exemption from, and deferral of payment of, municipal taxes 
on deteriorated property, and defining 'deteriorated property’ for purposes of the exemption or deferral; 
and HB 399 becam e law on July 1,1998 and resulted in the addition of subsection (0) to AS 29.45.C50; 
and

WHERLAS, in September, 1998, pursuant to AS 29.45.050(o), the Assembly adopted AO 98- 
135, providing for tax exemption and tax deferral for deteriorated property; and

WHEREAS, it has come ‘0 the attention of the Municipality that certain ambiguities exist in the 
state law, AS 29.45.050(0). relating to (1) Ihe intent of the legislature to permit a total exemption, (2) 
the date when the ex-motion shall begin, and (3) whether the exemption and deferral are permitted 
to run consecutively; and

W HEREAS.'a bill amending AS 29.45.050(o) has been drafted (see attached) and will be 
introduced in the state legislature which will dariry the language of AS 29.45.050(o) and will allow 
partial or total tax exemption for deteriorated property, will permit Ihe exemption to begin on or after 
the day of substantial rehabilitation, renovation, or replacement of a structure on deteriorated property, 
and will permit tho exemption and deferral to run consecutively fcr a total of up to ten years; and

WHEREAS, the Assembly finds that the cnanges to AS 29.45.050(0). as proposed in the draft 
bill, would benefit the Municipality by stimulating the redevelopment by private enterprise of blighted 
property within the Municipality.

MOW, THEREFORE, the Anchorage Assembly resolves;

Section 1 That the Assembly supports tne proposed amendments to AS 29.45.05C(c).

Section ;  That, upon passage and approval, the Municipal Clerk shall forward this 
resolution to the Alaska Legislature.

1S99.
PASSED AND APPROVED by the Anchorage Assemcly this cay cf

X l - t L A
ATTEST;

52fiCl^ycibal Clerk



A n c h o r a g e

^ D o w n t o w n

P a r t n e r s h i p

Kgjs^X • • .dean, safe & vilol

February 10, 1999

To; House Community on Regional Affairs Committee

Att: Chairman Halcro

RE: • HB76

From: Rod Pfleiger
Executive Director

Dear Representative Halcro:

The statute embodied In SB54, AS29.45.050(o), become law last year’. 
Subsequent to that the Anchorage Assembly passes A098-L35 to amend 
municipal code so that the law could be utilized. The municipal attorney asked 
for the minor changes to AS29.l5.050(o) contained in SB54 in order to make 
things more clear.

This fits into cur mission by allowing financing for residential projects which 
creates an increase in cleanliness, occupancy rates, Investments values and 
lease income, to decrease crime, and to generally stimulate economic 
development and improve the quality of life in downtown Anchorage.

Please pass SB54 out of your committee so it may become lav/.

Sincerely,

245 Weil 5»fi A'C, Syilo 124 • AncKorogc, Alaska 99501 • Tct (907) 279-5650 • Fax; (907) 279-565) • e-mail: andp@aloska.r,oi



WRITTEN TESTIMONY OF MARGARET J. RAWITZ 
IN' SUPPORT OF SB 54 AND H 3 76

1 am an a t to r n e y  a n d  I have practiced law in Alaska since 1975. I have been closely involved with 
the legislation providing for municipal authority to grant tax exemptions and tax deferrals for 
deteriorated property. ( researched laws in other states which granted tax exemptions for 
deteriorated p r o p e r t y  ar.d d ra f te d  the orig inal version o f  HE 399. which wis introduced in the 
legislature in 1953, and which eventually became codified as AS 29.45.050(o).

After H3 399 was passed, 1 drafted an ordinance creating a tax exemption and deferral program 
in the Municipality ot Anchorage. This ordinance was passed by the Anchorage Assembly and 
became coditted in AMC 12.35. I have had several discussions with municipal officials regarding 
certain concerns they have expressed about the interpretation of AS 29.45.050(o) and practical 
issues relating to timing.

i

I have drafted SB 54/H3 76. which is now before you. Tne purpose of S3 54/H3 76 is to clarity 
language in AS 29.45.050(a) the: is potentially confusing. 1 believe the amendments contained in 
SB 54/HE 76 will resolve the legal concerns expressed to me by the municipality. Three changes 
to subsection (o) are proposed in SB 54,7TB 76:

1) The words “cr totally" have been added at line 5, page I. The original version of H3 399 
p ro v id e d  for a partia l o r to ta l e x e m p tio n .  The bill that finally emerged from comm'.tee 
and became law  did  not contain the w'ord “totally".

I believe the change may have been the result of a typographical error. I researched the 
committee reports and could not find any discussion of, or explanation for, the change. I: 
docs not make sense to limit the exemption to a partial exemption because no parameters 
have been specified. By contrast, AS 29.45.05Q(j) provides for an exemption of “up to 
75%". But without such parameters in subsection (o). a 99.9% exemption is permitted as 
a “partial" exemption. P„ep Joe Ryan, who sponsored HB 399 last year, haa advijed me 
that it was his intention to aliow a partial or total exemption.

2) a  change has been made at lines 6-7 and 9-10. page I. It is not clear whether the statute 
requires that an exemption cr deferral begin ociy ar the time that renovation begins or 
whether it p e rm its  i n  exemption or  defe rra l  to  begin a t  ir .v h i r e  a f .e r  the beginning of 
renovation. Since mcs: municipalities would prefer to (or are required to) begin a period 
of exemption or deferral on the first day ofthe tax year, it is appropriate to permit an 
exemption to begin at any time on or after the beginning of renovation, since renovation is 
not likely to begin on the first day of the tax year.

Furthermore, municipalities have an interest in assuring char the renovation is completed. 
The new Language would allow a municipality to delay the exemption and/or deferral until 
the renovation work has been substantial!1/ c o m p le te d .

3) It is not clear whether AS 29 45 0;C(o) permits a five-year exemption to be followed by a

five-year deferral. The addition at lines 2-4 o n  p a g e  2 makes it clear th a t  a five-year _ 
e x e m p t io n  may be fo l lo w ed  by a f ive-year  deferral. A gain ,  this w i s  w h a t  R e p re se n ta t iv e

Ry3n intended.
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February 17, 1999

TO: House Community on Regional Affairs Committee

ATTN:Chairman Halcro 

RE: H876

Dear Representative Halcro:

The statute embodied in HB76, AS29.45.050(o), became law last year. 
Subsequent to that the Anchorage Assembly passed A098-135 to amend 
munlc.oal code so that the law could be utilized. The municipal attorney asked for 
the minor changes to AS29.45.050(o) contained in HB76 in order to make things 
more dear.

Please pass HB76 out of ycur committee so it may become law.

Royce R. Rock 
Business Manager

TOT A . P.O
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Date; February 10, 1999

To; House Community & Regional Affairs Committee
Attn1. Rep. Halcro, Chairman

From; Charles Wohlforth, Assembly Member

Subject1 HB76

Rep. Halcro-

As you know, the statute embodied in H876 - AS2S.45.050(o) - became lav/ last year. 
Then, the Anchorage Assembly passed AO 98-135 which amended Municipal code so 
that Ihe law could be utilized. The Muni:ipal Attorney has requested minor changes to 
AS29 45.050(o) - which are contained in H876 - in order lo make things more clear

I respectfully request that, upon your Committee's review, that this bn be passed out of 
Committee I hope you agree with me that this bill should become law.

Sincerely

A C ’ / / , /  

/ >Charles Wohlforth 
Assembly Member

Tel: 274-2271

•o

'.’•5̂  W 'n!t \wiu;»-, SuiL HiO * .\i'«.tnii'.i'Jv., Al.idvt iJURUI * J" \.\
"  " «   ......  till ill

*
19IL

4

C -

0
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2o00 Railroad Avenue 

Anchorage, Alaska 99501 
Phono; (907) 256-9662 « Fn.\; (907) 277-0623

February 10,1999

To: House Community on Regional Affairs Committee

Att; Chairman Halcro 

RE: (HB76)

Dear Representative Halcro:

The statute embodied in HB/6, AS29.45.050(o), became law last year. Subsequent lo 
that the Anchorage Assembly passed AQ98-135 to amend municipal code so that the 
law could be utilized The municipal attorney asked for the minor changes to 
AS29 45.050(c) contained in HD76 in order to make things more clear.

Please pass HB76 out of your committee so it may become law.

Very truly yours,

Marc A. Marlow




