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FISCAL NOTE
STATE O F ALASKA
2004 LEGISLA TIVE SESSION

Revision Dale/Time (Note if correction): 
Title Municipal Property Tax Exemption

Dept Affected;_____
R̂DU
Component

Fiscal Note Number:
Bill Version:
() Publish Date:

CSHB 241 (FIN)

Revenue
Revenue Programs & Services

Tax Division
Sponsor
Requester

Representative Chenault
House Finance

E x p e n d itu re s /R e v e n u e s

Component No. 

(Thousands o f Dollars)

2476

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
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 ( ) * * • * * * * * + * * * *** ir t r t r

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any current year (FY2004) cost: 0.0
Check th is box (X) if  funding fo r this b ill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

*** See page 2 for discussion o f possible revenue effects on the state.

Prepared by; Randall Hoffbeck, State Petroleum Property Assessor 
Division Tax Division____________________________________

Approved by: Steve Porter, Deputy Commissioner________________
Agency Department of Revenue__________________________

Phone 269-1029
Date/Time 4/23/04 11:52 AM

Date 4/23/2004

(Revised 12/2003 OMB) Page 1 o f 3__



FISCA L NOTE

A N A LY S IS  CONTINUATION

This legislation would allow municipalities to exempt -  by a vote of the public -  up to $25,000 in annual assessed 
valuation of each parcel of residential property. In addition it would allow a $10,000 exemption for the residence of a 
law enforcement officer in an "eligible area". Currently the optional residential exemption is capped at $10,000. This 
legislation also extends the deteriorated property exemption from 5 years to 10 years and extends the exemption to 
include demolition and removal of the improvements.

This could have an indirect effect on state revenues if municipalities increase their residential property assessment 
exemption and then increase their overall mill rate to make up for the lost revenue.

Analysis:
Assuming all municipalities with oil and gas property took advantage of the provision in this legislation and adopted a 
$25,000 exemption for residential property owners plus a $10,000 law enforcement officer exemption, and assuming 
every affected municipality raised its property tax mill rate to fully recover the revenue loss from the lower 
assessment valuation on residential property, then there would be some annual revenue loss to the state.

The extension of the deteriorated property exemption is not expected to have an additional fiscal impact on the state.

However:
It is unknown which, if any, municipalities would adopt the higher exemption rate, if adopted, whether they would 
allow the maximum exemption, and if the municipalities would attempt to recover all lost revenue by increasing the 
mill rate.

Therefore the Department of Revenue cannot accurately project what effect this legislation would have on state 
property tax revenues. See attached spreadsheet for further analysis.

STATE O F ALASKA B ILL NO. CSHB241(FIN)
2004 LEG ISLA TIV E SESSION

Page_2 of_3.
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HB 241- Residential $25,000 Exemption. 
Estimated Effects with No Other Revenue Source

Fairbanks North Star Borough Pre-HB 241 S

Residential
Property
Value

150,000

Mill Rales 

0.0154

Residential 
Estimated 
Taxes 

S 2,310

Residential
Savings

3

Commercial
Property
Value

500,000

Commercial 
Estimated 
Taxes 

$ 7,702

Comm.
Tax

Increase
3

AS 43.56 
Value 
270,805,700

Oil S Gas 
Est.

Taxes
4,171,220.20

Oil & Gas 
Revenues 

Diveriod to 
Local Muni.

Post-HB 241 $ 125,000 0.0162 3 2,019 (291.30) S 500,000 3 8,077 3 375 3 270,805,700 4,374,380.56 3 203,160

Kenai Peninsula Borough Pre-HB 241 S 150,000 0.0065 3 975 3 500,000 3 3,250 3 638,617,190 4,151,011.74
Post-HB 241 $ 125.000 0.0068 S 844 (131.02) 3 500,000 3 3,376 S 126 3 638,617.190 4,311,817.90 3 160,806

North Slope Borough Pre-HB 241 s 150,000 0.0186 3 2,784 3 500,000 S 9,280 3 10,463,871,080 194,209,447.24
Post-HB 241 s 125,000 0 0186 3 2,321 (463.43) 3 500,000 s 9,282 3 2 3 10,463,871,080 194,256,765 94 3 47,319

City of Valdez Pre-HB 241 3 150,000 0.0200 3 3,000 3 500,000 3 10.000 3 657,583.710 13,151,674.20
Posl-HB 241 $ 125,000 0.0203 $ 2,534 (466.05) 3 500,000 $ 10,136 3 136 S 657,583,710 13,330,265,73 $ 178,592

Estimated total revenue loss, bv municipality, if exemption is Increased to 325K
Tolal Oil & Gas Taxes Local Tax

Fairbanks S 3,184,949 3 203,160 3 2.981.78B
Kenai $ 1,036,880 S 160,806 3 B76.074

North Slope 5 48,442 3 47,319 3 1,123
Valdez 3 281,133 3 178,592 $ 102,541

3 4,551,403 S 589,877 3 3,961,527

This worksheet estimates Ihe effect of implementing an increase in the llomcstcnd exemption from Ihe current SI0K limit to S25K It docs not include ar 
estimate for the law enforcement officer section of the legislation as those numbers arc not available. The dclcriralcd property exemption extends an 
existing exemption from S years to 10 years and would not increase the cost to the slate.

The numbers provided Tor residential and commercial values ate hypothetical, however, the resulting revenues arc reflective of actual property lax 
increases/decreases if there are no other revenue sources to draw ftnm or service nrc not cut to correspond with overall tax revenue drop based upon the 
increased local exemption The values for nil and gas arc actual numbers nnd represent actual estimated loss of state revenue, assuming all municipalities 
increase the local exemption to the S25K nnd no other revenue sources are identified nur nrc existing cervices cut

The mill rales used for the 'Trc-HB 241" is actual mill rates from municipalities for 2003 tax year. The mill rale used for the "Post-HB 241" is a calulalci 
rale. The calculation was done in such a manner to raise the same revenues as the "pre-exemption" mill rates. This assumes all lost lax revenue will he 
raised from the property tax with no revenue from other sources

Page_3 of_3.
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FISCAL NOTE
S T A T E  O F  A L A S K A
2004 L E G IS L A T IV E  S E S S IO N

Revision Date/Time (Note if correction):
Title Municipal Property Tax Exemption

Fiscal Note Number.
Bill Version:
(H) Publish Date:

Dept. Affected: 
RDU C

CSHB 241(STA)
2/9/04

DCED

Sponsor
Requester

Representative Chenault

Comm Assist and Econ Dev (405) 
Component Community Advocacy___________

House Community & Regional Affairs

E x p e n d itu re s /R e v e n u e s

Component No. 

(Thousands of Dollars)

2703

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Sen/ices
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-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any current year (FY2004) cost:
Mark th is box (X) if fund ing fo r th is  bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)

Current law provides that a municipality may exclude, exempt or partially exempt residential property from 
taxation by ordinance ratified by the voters at an election. This legislation introduces a restriction on this 
optional exemption such that an exclusion or exemption authorized by this subsection may not be applied 
with respect to taxes levied in a service area to fund the special services. This change would have no 
fiscal impact on the department.

Prepared by: 
Division

Approved by: 
Agency

Gene Kane, Director
Community Advocacy

Phone (907) 269-4580 
Date/Time 12/30/03 1:43 PM

Edgar Blatchford, Commissioner Date 12/30/2003
Department of Community and Economic Development

(Revuod &'2W2 CMB) P a g e  1 of 1



LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION O F LEGAL AND R E SE A R C H  SE R V IC E S  
LEGISLATIVE AFFAIR S AG ENCY  

ST A T E  OF A LA SK A State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M A p r i l  2 3 , 2 0 0 4

SUBJECT: M u n ic ip a l  T a x  E x e m p t io n  fo r  R e s id e n c e s  o f  L a w  E n fo rc e m e n t 

O f f ic e r s  (C S H B  241  ( F IN ) )

TO: R e p re s e n ta t iv e  J o h n  H a tr is  

R e p re s e n ta t iv e  B i l l  W i l l ia m s  

C o -c h a ir s ,  H o u s e  F in a n c e  C o m m it te e  

A t tn :  L o u a n n e  C h r is t ia n

FROM: T a m a ra  B ra n d t  C o o k  

D ir e c to r  ^

H e re  is  the  v e rs io n  o f  H B  2 4 1  in c o rp o ra t in g  c e r ta in  a m e n d m e n ts  a d o p te d  b y  th e  H o u s e  

F in a n c e  C o m m itte e . H o w e v e r ,  A m e n d m e n t N o . 1 d e a lin g  w it h  an  o p t io n a l m u n ic ip a l  ta x  

e x e m p t io n  f o r  re s id e n c e s  o f  la w  e n fo rc e m e n t o f f ic e r s  th a t a re  lo c a te d  w i t h in  c e r ta in  

e l ig ib le  areas has been  c h a n g e d  fo r  p u rp o s e s  o f  th is  d ra f t  a t th e  re q u e s t o f  L o u a n n e  

C h r is t ia n ,  F in a n c e  C o m m it te e  A s s is ta n t.

U n d e r  A m e n d m e n t N o . 1 an e l ig ib le  area is  o n e  th a t is  e l ig ib le  f o r  d e s ig n a t io n  as a 

s p e c ia l z o n e  o r  an a rea  u n d e r  c e r ta in  fe d e ra l p ro g ra m s , o r  is  an a rea  w i t h  a s ta t is t ic a l ly  

h ig h e r  c r im e  ra te . T h e  fe d e ra l p ro g ra m s  are id e n t i f ie d  b y  c o m m o n  n a m e s , ra th e r  than  b y  

c i ta t io n  o f  fe d e ra l la w s  o r  re g u la t io n s . In d e e d , th e  p ro g ra m s  m a y  n o t h a v e  been  

e s ta b lis h e d  s p e c i f ic a l ly  b y  fe d e ra l la w  o r  re g u la t io n , so  use o f  th e  c o m m o n  n a m e  m a y  be  

th e  b e s t id e n t i f ie r  a v a ila b le .  H o w e v e r ,  i t  is  a ls o  p o s s ib le  th a t th e se  n a m e s  m a y  be  

in a c c u ra te  o r  a p p l ic a b le  to  m o re  th a n  o n e  fe d e ra l p ro g ra m . A  m o re  l ik e ly  p o s s ib i l i t y  is  

th a t a l is te d  p ro g ra m  w i l l  e v o lv e  o r  be  re p la c e d  b y  a n e w  p ro g ra m  o v e r  l im e , c a u s in g  th is  

s ta tu te  to  b e c o m e  o b s o le te . T h is  p o te n t ia l p ro b le m  has bee n  a v o id e d  in  th is  d ra f t  b y  

d e s c r ib in g  th e  fe d e ra l p ro g ra m s  th a t t r ig g e r  e l ig ib i l i t y  o f  an a re a  in  m o re  g e n e ra l te rm s .

P le a se  le t  m e  k n o w  w h e th e r  y o u  w o u ld  l ik e  to  re tu rn  to  th e  o r ig in a l  la n g u a g e  o f  

A m e n d m e n t N o . 1 o r  m a k e  o th e r  c h a n g e s  to  th is  d ra f t .

T B C :m e d  

0 4 -4 4 9 .m e d

E n c lo s u re



Frank H. M urkow ski, G overnor

D e p a r t m e n t  o f  C o m m u n i t y  

a n d  E c o n o m i c  D e v e l o p m e n t

Division of Community Advocacy
550 W. 7th Avenue, Suite 1770, Anchorage, AK 99501-3510
Telephone: (907) 269-4501 • Fax: (907) 269-4539 • Texl Telephone: (907) 465-5437
Email: questions@dced.stale.ak.us • Website: www.dced.stale.ak.us/cbd/

A p r i l  2 4 , 2 0 0 4

T h e  H o n o ra b le  R e p re s e n ta t iv e  B i l l  W i l l ia m s  

C o -C h a ir ,  H o u s e  F in a n c e  C o m m it te e  

S ta te  C a p ito l,  R o o m  5 1 5  

J u n e a u , A K  9 9 8 0 1 -1 1 8 2

D e a r  R e p re s e n ta t iv e  W i l l ia m s ,

D u r in g  th e  H o u s e  F in a n c e  C o m m it te e  h e a r in g  o n  ITB  241 th is  m o r n in g ,  th e re  w e re  

s e v e ra l a m e n d m e n ts  m a d e  to  th e  b i l l .  M y  te s t im o n y  o n  o n e  o f  th e  b i l l s  a m e n d m e n ts  

se e m  to  be a p p ro v e d  b y  th e  m a jo r i t y  o f  th e  m e m b e rs , b u t a f te rw a rd s  th e re  w a s  s o m e  

c o n fu s io n  re g a rd in g  th e  e x e m p t io n  fo r  the  d e te r io ra te d  p ro p e r ty .

^P lease a l lo w  m e  to  e x p la in  th e  need  fo r  m y  s u g g e s te d  a m e n d m e n t. T h e  a m e n d m e n t on  

' v e rs io n  “ S ”  o f  th e  b i l l  w a s  an a tte m p t to  a l lo w  a m u n ic ip a l i t y  to  e x te n d  an e x e m p t io n  fo r  

c e r ta in  p ro p e r ty ,  c o n s id e re d  d e te r io ra te d , f r o m  f iv e  to  ten  ye a rs . U n fo r tu n a te ly ,  th e  

a m e n d m e n t, as o r ig in a l ly  o f fe re d ,  e x te n d e d  th e  “ d e fe rm e n t”  o f  ta x e s  ra th e r  th a n  th e  

“ e x e m p t io n ”  o f  ta xe s . M y  s u g g e s te d  a m e n d m e n t w as  to  re m o v e  th e  f i r s t  s e n te n ce  o f  th e  

a m e n d m e n t (P a g e  1, l in e s  1 3 -1 4  and  P age  2 , L in e s  1 -3  and  a p o r t io n  o f  l in e  4 ) .  A lo n g  

w it h  th a t d e le t io n , th e  w o rd  “ f i v e ”  o n  P age 2 , l in e  6 s h o u ld  be  c h a n g e d  to  re a d  “ te n ” . T h is  

w i l l  a l lo w  m u n ic ip a l i t ie s  to  “ e x e m p t”  c e r ta in  ty p e s  o f  p ro p e r t ie s  f o r  u p  to  ten  ye a rs . T h e  

“ d e fe rm e n t”  o f  ta xe s  la n g u a g e  w i l l  n o t ch a n g e .

T h e s e  ch a n g e s  w i l l  re m o v e  th e  c o n fu s io n  f o r  th e  assessors a ro u n d  th e  s ta te  and  

a c c o m p lis h  th e  in te n t  o f  e x te n d in g  th e  e x e m p t io n  p e r io d  f r o m  f i v e  to  te n  y e a rs . In  m y  

o p in io n ,  the  la n g u a g e  c o n c e rn in g  p ro p e r ty  lo c a te d  w ith in  a “ c i t y  c e n te r  o r  u rb a n  c e n te r ”  

is  u n n e ce ssa ry  and  th e  e x e m p t io n  m a y  g o  fo r th  as the  in d iv id u a ls  w h o  re q u e s te d  th is  

c h a n g e  in  s ta te  la w  in te n d e d  a n d  th is  ch a n g e  m a k e s  i t  e a s ie r f o r  a m u n ic ip a l i t y  to  

a d m in is te r .

I w i l l  be h a p p y  to  a dd ress  a n y  fu r th e r  q u e s tio n s  th a t y o u  o r  th e  c o m m it te e  m a y  h a v e  on  

th is  issue .

S in c e re ly ,

$ U vc  Sm J .

S te v e  V a n  S an t 

S ta te  A s s e s s o r

"Promoting a healthy economy and strong communities"

mailto:questions@dced.stale.ak.us
http://www.dced.stale.ak.us/cbd/
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CS FOR HOUSE BILL NO. 241(FIN)

I N  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T Y - T H I R D  L E G IS L A T U R E  -  S E C O N D  S E S S IO N

BV THE HOUSE FINANCE COMMITTEE

Offered:
R eferred:

Sponsor(s): REPRESENTATIVE CHEN AULT

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to optional exemptions from municipal property taxes on residential 

property and to an exemption from and deferral of municipal property taxes on certain 

types of deteriorated property."

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

*  S e c tio n  1. A S  2 9 .4 5 .0 5 0 (a )  is  a m e n d e d  to  re a d :

(a ) A  m u n ic ip a l i t y  m a y  e x c lu d e  o r  e x e m p t o r  p a r t ia l ly  e x e m p t re s id e n tia l 

p ro p e r ty  f r o m  ta x a t io n  b y  o rd in a n c e  r a t i f ie d  b y  th e  v o te rs  a t an e le c t io n .  A n  

e x c lu s io n  o r  e x e m p t io n  a u th o r iz e d  b v  th is  s u b s e c t io n  m a v  b e  a p p l ie d  w i t h  re s p e c t 

to  ta x e s  le v ie d  in  a s e rv ic e  a re a  to  f u n d  th e  s p e c ia l s e rv ic e s . A n  e x c lu s io n  o r  

e x e m p t io n  a u th o r iz e d  b y  th is  s u b s e c tio n  [S E C T IO N ]  m a y  n o t e xce e d  th e  assessed 

v a lu e  o f  S 2 5 .0 0 0  [$ 1 0 ,0 0 0 ]  f o r  any  one  re s id e n c e .

*  Sec. 2 . A S  2 9 .4 5 .0 5 0 (o )  is  a m e n d e d  to  read :

(o )  A  m u n ic ip a l i t y  m a y  b y  o rd in a n c e  p a r t ia l ly  o r  to ta l ly  e x e m p t a l l  o r  som e 

ty p e s  o f  d e te r io ra te d  p ro p e r ty  fro m  ta x a t io n  f o r  u p  to  H I [ F I V E ]  ye a rs  b e g in n in g  on  o r

WORK D R A F T  WORK D R A F T  W ORK D R A F T

-1 - C S H B  241 (F IN )
New Text: U n d e r l i n e d  [DELETED TEXT BRACKETED]
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a n y  t im e  a f te r  th e  d a y  s u b s ta n tia l r e h a b i l i ta t io n ,  re n o v a t io n , d e m o l i t io n ,  r e m o v a l,  o r 

re p la c e m e n t o f  a n y  s tru c tu re  o n  th e  p ro p e r ty  b e g in s . A  m u n ic ip a l i t y  m a y  by  

o rd in a n c e  p e r m it  d e fe r ra l o f  p a y m e n t o f  ta x e s  o n  a ll o r  s o m e  ty p e s  o f  d e te r io ra te d  

p ro p e r ty  f o r  u p  to  f iv e  ye a rs  b e g in n in g  o n  o r  a n y  t im e  a f te r  th e  d a y  s u b s ta n tia l 

r e h a b i l i ta t io n ,  re n o v a t io n , d e m o l i t io n ,  r e m o v a l  o r  re p la c e m e n t o f  a n y  s tru c tu re  o n  the 

p ro p e r ty  b e g in s . H o w e v e r ,  i f  th e  o w n e rs h ip  o f  p ro p e r ty  f o r  w h ic h  a d e fe r ra l has been 

g ra n te d  is  t ra n s fe r re d , a ll ta x  p a y m e n ts  d e fe r re d  u n d e r  th is  s u b s e c tio n  a re  im m e d ia te ly  

d u e  a n d  th e  d e fe r ra l ends , o r, i f  o w n e rs h ip  o f  a n y  p a r t  o f  th e  p ro p e r ty  is  tra n s fe rre d , a ll 

ta x  p a y m e n ts  a re  im m e d ia te ly  d u e . T h e  a m o u n t d e fe r re d  e a c h  y e a r  is  a l ie n  o n  th a t 

p ro p e r ty  f o r  th a t ye a r. O n ly  o n e  e x e m p t io n  a n d  o n ly  o n e  d e fe r ra l m a y  b e  g ra n te d  to 

th e  sa m e  p ro p e r ty  u n d e r th is  s u b s e c tio n , a n d , i f  a n  e x e m p t io n  a n d  a d e fe r ra l are 

g ra n te d  to  th e  sam e p ro p e r ty ,  b o th  m a y  n o t b e  in  e f fe c t  o n  th e  sa m e  p o r t io n  o f  the  

p ro p e r ty  d u r in g  th e  sam e t im e . A n  o rd in a n c e  a d o p te d  u n d e r  th is  s u b s e c tio n  m u s t 

in c lu d e  s p e c i f ic  e l ig ib i l i t y  re q u ire m e n ts  a n d  re q u ire  a w r i t te n  a p p l ic a t io n  fo r  each 

e x e m p t io n  o r  d e fe r ra l.  In  th is  s u b s e c tio n , "d e te r io ra te d  p ro p e r ty "  m e a n s  re a l p ro p e r ty  

th a t is  c o m m e rc ia l p ro p e r ty  n o t  u se d  f o r  re s id e n t ia l p u rp o s e s  o r  th a t  is  m u l t i - u n i t  

re s id e n t ia l p ro p e r ty ' w i t h  a t le a s t e ig h t re s id e n t ia l u n its ,  a n d  th a t  m e e ts  o n e  o f  th e  

f o l lo w in g  r e q u ir e m e n ts :

(1 )  w i t h in  th e  la s t  f iv e  y e a rs ,  has bee n  th e  s u b je c t o f  a n  o rd e r  b y  a 

g o v e rn m e n t a g e n c y  re q u ir in g  e n v i r o n m e n ta l  r e m e d ia t io n  o f  th e  p r o p e r t y  o r  

r e q u i r i n g  th e  p ro p e r ty  to  be  v a c a te d , c o n d e m n e d , o r  d e m o lis h e d  b y  re a so n  o f  

n o n c o m p lia n c e  w i t h  la w s , o rd in a n c e s , o r  re g u la t io n s ;

(2 )  has a s tru c tu re  on  i t  n o t  less  th a n  15 y e a rs  o f  age  th a t has 

u n d e rg o n e  s u b s ta n tia l r e h a b il i ta t io n ,  re n o v a t io n , d e m o l i t io n ,  r e m o v a l,  o r 

re p la c e m e n t, s u b je c t to  a n y  c o n d it io n s  p re s c r ib e d  in  th e  o rd in a n c e ; o r

(3 )  is  lo c a te d  in  a d e te r io ra t in g  o r  d e te r io ra te d  a re a  w it h  b o u n d a rie s  

th a t h a v e  be e n  d e te rm in e d  b y  th e  m u n ic ip a l i t y .

*  S ec. 3 . A S  2 9 .4 5 .0 5 0  is  a m e n d e d  b y  a d d in g  a n e w  s u b s e c tio n  to  re a d :

(s )  A  m u n ic ip a l i t y  m a y  b y  o rd in a n c e  d e s ig n a te  an  a re a  w i t h in  its  b o u n d a rie s  

as an  e l ig ib le  a rea  fo r  p u rp o s e s  o f  th is  s u b s e c tio n  and  e x e m p t f r o m  ta x a t io n  an a m o u n t 

n o t to  e x c e e d  S I 0 ,0 0 0  o f  th e  assessed v a lu e  o f  re a l p ro p e r ty  w i t h in  th e  a rea th a t is

WORK D R A F T  WORK D R A F T  23-LS0851\U

CSHB 241 (FIN) -2-
lh :w  T e x t  U n d e r l in e - }  [DELETED TEXT BPACKETEDJ



]

2

3

4

5

6

7

8

9

10

11

12

13

14

15

WORK D R A F T WORK D R A F T 23-LS 0851\U

owned and occupied as a permanent place of abode by a law enforcement officer. The 

ordinance must include a definition of "law enforcement officer." A municipality that 

adopts an ordinance under this subsection may not request state funds to cover any 

municipal budget shortfall caused by the ordinance. In this subsection, "eligible area" 

means an area

(1) that meets the eligibility requirements under a federal program of 

special assistance for urban development, neighborhood revitalization, or law 

enforcement, without regard to whether an application for the federal assistance on 

behalf of the area has been made or whether the area has actually received or is 

receiving the federal assistance; or

(2) with a statistically higher occurrence o f crime than the municipality

as a whole.

* See. 4. The uncodified law of the State of Alaska enacted in sec. 2, ch. 8, SLA 1999, as 

amended by sec. 1, ch. 102, SLA 2002, is amended to read:

Sec. 2. AS 29.45.050(o) is repealed July 1 ,2010 [2006].

-3-
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FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revis ion  D a te /T im e  (N o te  if correc tion);
Title Municipal Property Tax Exemption

CSHB 241 (STA)
2/9/04

Fiscal Note Number:

Bill Version:
(H) Publish Date:

Dept. Affected]_____
RDU Comm Assisi and Econ Dev (405)
Component Community Advocacy___________

DCED

Sponsor
Requester

Representative Chenault
House Community & Regional Affairs

E x p e n d i t u r e s / R e v e n u e s

Component No. 

( T h o u s a n d s  of D ollars)

2703

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
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-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any current year (FY2004) cost: ___________
Mark th is box (X) if fund ing  fo r th is  b ill is included in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)

C u rren t  law p ro v id e s  th a t  a  municipality  m a y  e x c lu d e ,  e x e m p t  o r  partially  e x e m p t  re s id en t ia l  p ro p e r ty  from 
taxat ion  by  o rd in a n c e  ratified by  th e  v o te r s  a t  a n  elec tion . T h is  leg is la tion  i n t ro d u c e s  a  res tr ic tion  o n  this  
optional e x e m p t io n  s u c h  th a t  a n  ex c lu s io n  o r  e x e m p t io n  a u th o r iz e d  b y  th is  s u b s e c t io n  m a y  n o t  b e  ap p lied  
with r e s p e c t  to  t a x e s  lev ied  in a  s e r v ic e  a r e a  to  fund  th e  sp e c ia l  s e r v ic e s .  T h is  c h a n g e  w ou ld  h a v e  no  
fiscal im pac t  o n  th e  d e p a r t m e n t .

Prepared by: Gene Kane, Director_______________________________________  Phone (907) 269-4580
Division Community Advocacy______________________________________  Date/Time 12/30/03 1:43 PM

Approved by: Edgar Blatchford, Commissioner_____________________________ Dato 12/30/2003______
Agency Department of Community and Economic Development_________

{Revised 9̂2002 OMB) Page 1 of 1



FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title

Fiscal Note Number: _3_
Bill Version:
(H) Publish Date: 2/9/04

CSHB 241 (STA)

Municipal Property Tax Exemption
Dept. Affected: Revenue
R̂DU
Component

Revenue Programs & Services
Tax Division

Sponsor
Requester

Representative Chenault
House State Affairs

E x p e n d itu re s /R e v e n u e s

Component No. 

(Thousands of Dollars)

2476

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 200G FY 2007 FY 2008 FY 2009 FY 2010
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-Do not abbreviale)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any current year (FY2004) cost: 0.0
Check this box (X) if  funding fo r th is  b ill is included in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

*** See page 2 for discussion of possible revenue effects on the state.

Prepared by: Dan Dickinson. Director___________________________________  Phone 269-1033
Division Tax Division Date/Time 1/27/04 6:25 AM

Approved by: Steve Porter. Deputy Commissioner________________________________Date 1/27^2004___________
Agency Department of Revenue___________________________________

(Revuod 12/2003 OMB) Page 1 o f__ 3__



A N A L Y S IS  C O N T IN U A T IO N

This legislation would allow municipalities to exempt -  by a vote of the public -  up to S50.00C in annual assessed 
valuation of each parcel of residential property. In addition it would allow a $20,000 exemption for the principle 
residence of volunteer EMT/firefighters. Currently these optional exemptions are capped at $10,000 each.

This could have an indirect effect on state revenues if municipalities increase their residential property assessment 
exemption and then increase their overall mill rate to make uo for the lost revenue.

Analysis:
Assuming all municipalities with oil and gas property took advantage of the provision in this legislation and adopted a
$50,000 exemption for residential property owners plus a $20,000 EMT/Firefighter exemption,
and assuming every affected municipality raised its property tax mill rate to fully recover the revenue loss from the
lower assessment valuation on residential property,
then there would be some annual revenue loss to the state.

However:
It is unknown which, if any, municipalities would adopt the higher exemption rate, 
if adopted, whether they would allow the maximum exemption,
and if the municipalities would attempt to recover all lost revenue by increasing the mill rate.

Therefore the Department of Revenue cannot accurately project what effect this legislation would have on state 
property tax revenues. See attached spreadsheet for further analysis.

FISCAL NOTE #3

STATE O F ALASKA B IL L  NO. CSHB241(STA)
2004 LEGISLATIVE SESSION

Page_2 of_3.



HB 241- Residential $50,000 Exemption. 
Estimated Effects with No Other Revenue Source

Residential Residential Commercial Commercial Comm. Oil & Gas
Property Mill Rates Estimated Residential Property Estimated lax AS 43.56 Est.
Value Taxes Savings Value Taxes Increase Value Taxes

Fairbanks North Star Borough Pre-HB 241 150,000 0.015403 S 2,310 S 500,000 $ 7,702 $ 270,805,700 4,171,220.20
Post-HB 241 s 100,000 0.01758 S 1,758 (552.45) S 500,000 5 8,790 $ 1,089 S 270,805,700 4,760,764.21

Konal Peninsula Borough Pre-HB 241 $ 150,000 0.0065 S 975 $ 500,000 $ 3,250 s 638,617,190 4,151,011.74
Post-HB 241 s 100,000 0.007218 $ 722 (253.20) 5 500,000 $ 3,609 $ 359 s 638,617,190 4,609,538.88

North Slope Borough Pre-HB 241 s 150,000 0.01856 $ 2,784 $ 500,000 S 9,280 s 10,463,871,080 194.209,447.24
Post-HB 241 s 100,000 0.018572 S 1,857 (326.80) 5 500,000 S 9,286 S 6 5 10,463,871,080 194,335,013.70

City of Valdez Pre-HB 241 $ 150,000 0.02 $ 3,000 $ 500,000 s 10 000 $ 657,583,710 13,151,674.20
Post-HB 241 $ 100,000 0.020741 $ 2,074 (925.90) $ 500,000 s 10,371 $ 371 s 657,583,710 13,638,943.73

Estimated tftai revenue loss, bv munlcinalltv,, if exemption is increased to $S0K
T dal Oil & Gas Taxes Local Tax

Fairbanks S 8,493,199 S 589,544 S 7,903,655
Kenai S 2,765,014 $ 458,527 S 2,306,487

North Slope S 129,177 S 125,566 $ 3,611
Valdez $ 749,687 S 487,270 $ 262,417

S 12,137,077 S 1,660,907 S 10,476,170

Oil & Gas 
Revenues 

Diverted lo

S 1,660,907

This worksheet estimates the effect of implementing an increase in the Homestead exemption from the current SI OK limit to S50K. It dues not 
include un estimate for the volunteer firefighter/emergency medical volunteer section of Ihe legislation as those numbers arc not available.

flic numbers provided for residential and commercial values are hypothetical, however, the resulting revenues arc reflective of actual property tax 
increases/decreases if there arc no other revenue sources to draw from or service arc not cut to correspond with overall lax revenue drop based upon 
the increased local exemption. The values for oil and gas arc uctual numbers and represent actual estimated loss of slate revenue, assuming all 
municipalities increase the local exemption to the S50K and no other revenue sources arc identifier, or are existing cervices cut.

The mill rales used for the "I'rc-HU 241” is actual mill rates from municipalities for 2003 lax year. The mill rate used for the Tost-lIB 241” is a 
calulatcd rate. The calculation was done in such a manner to raise the same revenues as the "pre-exemption" mill rates This assumes all lost tax 
revenue will be raised from the property tax with no revenue from other sources.

Fiscal Note #3 

Page_3 o f_3__
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AMENDMENT NO. I

O F F E R E D  T O  C S H B  2 4 1  ( S T A )

C / * / "  •

P a g e ^ l, l i n e t o w a g e  2 , \m ,

3
A m e n d  b i l l  s c c t io n /2 / io  read :

*  S e c .^ z f A S  2 9 .4 5 .0 5 0  is  a m e n d e d  b y  a d d in g  a n e w  s u b s e c tio n  to  re a d :

(s )  A  m u n ic ip a l i t y  m a y  b y  o rd in a n c e  d e s ig n a te  an a re a  w it h in  its  b o u n d a r ie s  

as [A  H IG H  C R I M E ]  an eligible area  a n d  e x e m p t fr o m  ta x a t io n  an a m o u n t n o t to  e xce e d  

$ 1 0 ,0 0 0  o f  the  assessed v a lu e  o f  re a l p ro p e r ty  w it h in  the  a rea th a t is  o w n e d  and  o c c u p ie d  

as a p e rm a n e n t p la c e  o f  a b o d e  b y  a la w  e n fo rc e m e n t o f f ic e r .  T h e  o rd in a n c e  m u s t in c lu d e  

a d e f in i t io n  o f  " la w  e n fo rc e m e n t o f f ic e r . "  A  m u n ic ip a l i t y  th a t a d o p ts  an o rd in a n c e  u n d e r  

th is  s u b s e c tio n  m a y  n o t re q u e s t s ta te  fu n d s  to  c o v e r  a n y  m u n ic ip a l b u d g e t s h o r t fa l l  

caused  b> th e  o rd in a n c e . In this subsection, “eligible area” means an area within the 
municipality that would he eligible for designation as an urban empowerment /.one 
under the urban empowerment zones program of the federal department of housing 
and urban development, as a HUB /.one under the HUBzone empowerment 
program of the federal small business administration, a neighborhood revitalization 
area as designated by the federal department of housing and urban development or 
as an eligible neighborhood under the weed and seed program of the federal 
department of justice, whether or not the area is actually so designated, or an area 
within the municipality with a statistically higher occurrence of crime than other 
areas of the municipality.
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IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-THIRD LEGISLATURE - SECOND SESSION

BY

Offered:
R eferred:

Sponsor(s): REPRESENTATIVE CIIENAULT

WORK D R A F T  WORK D R A F T  W ORK D R A F T

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to oi ional exemptions from municipal property taxes on residential 

property and to an exemption from and deferral of municipal property taxes on certain 

types of deteriorated property."

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

* Section 1. 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 subsection may be applied with respect 

to taxes levied in a sendee area to fund the special services. An exclusion or 

exemption authorized by this subsection [SECTION] may not exceed the assessed 

value o f S25.000 [SI0,000] for any one residence.

* Sec. 2. AS 29.45.050(o) is amended to read:

(a)—A-fflunkHfmjRv-nHtt^v-oi^ffltm ê-Tv.trtiaBv-or-t^tallv evepipt all or 

some types ()ftletcriojaito<l-r)roTrcrtv~fnriTrtirxiftlTm for~iip-ttH-0-v«»H-r-f;-lH4HHflin»

-1-
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or any time after the day substantial rehabilitation, renovation, demolition, 

refinoyal, or replacement of any structure on the property begins if the property

is located in a elf r-£r urban center identified in a comprehensive plan or

other plam uagaocument adopted bv the municipality. A municipality may by 

ordinance partially or to ta ^  exempt all or some types o f deteriorated property from 

taxation for up to years beginning on or any time after the day substantial 

rehabilitation, renovation, demolition, removal, or replacement o f any structure on 

the property begins. A municipality may by ordinance permit deferral of payment of 

taxes on all or some types o f deteriorated property for up to jg ^ j^ fr s  beginning on or 

any time after the day substantial rehabilitation, renovation, demolition, removal or 

replacement of any structure on the property begins. However, if  the ownership of 

property for which a deferral has been granted is transferred, all lax payments deferred 

under this subsection are immediately due and the deferral ends, or, if ownership of 

any part o f the property is transferred, all tax payments are immediately due. The 

amount deferred each year is a lien on that property for that year. Only one exemption 

and only one deferral may be granted to the same property under this subsection, and, 

if  an exemption and a deferral are granted to the same property, both may not be in 

effect on the same portion o f the property during the same time. An ordinance 

adopted under this subsection must include specific eligibility requirements and 

require a written application for each exemption or A ferial. In this subsection, 

"deteriorated property" means real property that is commercial property not used for 

residential purposes or that is multi-unit residential property with at least eight 

residential units, and that meets one of tlm ^lhm  ing requirements:

withm^tlie* l:m?t?^<vcun^has been the subject o f an order by a(1)

government agency requiring environmental remediation of the property or 

requiring the property to be vacated, condemned, or demolished by reason of 

noncompliance with laws, ordinances, or regulations;

(2) has a structure on it not less than 15 years o f age that has 

undergone substantial rehabilitation, renovation, demolition, removal, or 

replacement, subject to any conditions prescribed in the ordinance; or

(3) is located in a deteriorating or deteriorated area with boundaries

C S H B  241( ) -2 -
New TexC U n d e r l i n e d  (DELETED TEXT BRACKETED]



that have been determined by the municipality.

* See. 3. AS 29.45.050 is amended by adding a new subsection to read:

(s) A municipality may by ordinance designate an area within its boundaries 

as a high crime area and exempt from taxation an amount not to exceed $ 10,000 of the 

assessed value of real property within the area that is owned and occupied as a 

permanent place of abode by a law enforcement officer. The ordinance must include a 

definition o f "law enforcement officer." A municipality that adopts an ordinance 

under this subsection may not request state funds to cover any municipal budget 

shortfall caused by the ordinance.

* Sec. 4. The uncodified law o f the State of Alaska enacted in sec. 2, ch. S, SLA 1999, as 

amended by sec. 1, ch. 102, SLA 2002, is amended to read:

Sec. 2. AS 29.45.050(o) is repealed July 1, 2010 [2006],

W ORK D R A F T  WORK D R A F T  23-L S 0851 \S
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Homer Electric Association 
Testimony on HB453 

4/23/04

Homer Electric Association is opposed to HB 453.

The primary concern is the ability to govern the cost of wholesale power for our 20,000 
members on the Kenai Peninsula.

HEA currently purchases its wholesale power from Chugach through our generation and 
transmission subsidiary, Alaska Electric and Energy Cooperative.

The contract with Chugach will expire at the end of 2013. The time remaining is just enough to 
appropriately plan for and create new sources of power.

Of course HEA’s interest is to get the best reasonable cost. The cost of wholesale power for 
HEA is currently at Chugach’s cost plus the margin or profit allowed by the RCA.

Chugach, in a recent case argued before the RCA, asked for a rate-making method that had not 
been used by the electric cooperatives involved.

Beside the unfamiliarity with the method, Chugach requested a substantial increase in the 
amount of margin HEA paid.

This request applied to MEA and Seward as well. HEA, MEA and Seward opposed this request 
and after substantial expert testimony and several weeks of hearings, the commission ruled in 
our favor generally following the precedent that has been established since the 1980’s.

Chugach has publicly criticized the RCA about its ruling, disregarding the solid case presented 
by HEA and the others. This criticism appears to be no small driver for the movement of HB 
453.

Given the fact that Chugach has informed its members that HEA, MEA and Seward are now 
subsidized by the rest of its members, we become concerned about how the undefined 
possibilities of HB 453 may be used by CEA over time to achieve what it lost in the rate case.

HEA participated in the Railbelt Energy Study. Chugach, ML&P, GVEA and Seward were a 
part as well.



We realized that Alaska’s Railbelt energy needs for the future are best provided by a joint 
effort, maximizing efficiencies of scale wherever possible.

This approach was eventually adopted as a recommendation for consideration by this 
Legislature in developing public policy pertaining to the Railbelt electric utilities.

We identified the next most likely electric projects, returning the best cost for all electric 
consumers on the Railbelt.

Please understand that the Railbelt is a relatively small market compared to electric markets 
outside of Alaska. New electric projects are therefore limited and become obvious 
economically.

HEA is concerned that if HB 453 passes, the largest utilities will have the ability to control the 
best projects we have identified without RCA oversight.

Control can occur simply by not allowing meaningful governance participation of the smaller 
utilities in the JAA structure.

HEA does not have to join a JAA if the participation is not satisfactory. In that case we would 
most likely look for power from that JAA at a negotiated price.

If the JAA is not regulated, the JAA member that HEA purchases power from will charge based 
on what the JAA charges it. In actuality, the JAA member will set the rate that is charged to 
itself.

The RCA will have the ability to review the wholesale agreement between the JAA member and 
HEA but will have no ability to review or regulate the agreement between the JAA and its 
member.

As an alternative, HEA can create ils own new sources of power, but remember that the lowest 
cost sources have been identified and HEA would have a challenge in matching that cost on its 
own.

In a perfect world, the removal of regulation would save money and cooperatives are driven by 
the incentive of providing low rates for members instead of high profits for stockholders.

HEA believes that an exemption from regulation should be something requested for a specific 
project and its economic participants.



There should not be a law that allows the possibility of unbalanced allocation of benefits from 
generation and transmission projects.

Granting exemption from regulation should only be possible when a true demonstration of 
unified system operation by the utilities is created.
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CS FOR HOUSE BILL NO. 241( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-THIRD LEGISLATURE - SECOND SESSION

BY

O ffe red :
Referred:

Sponsors): REPRESENTATIVE CHENAULT

A BILL 

FOR AN ACT ENTITLED

] "An Act relating to optional exemptions from municipal property taxes on residential

2 property and to an exemption from and deferral of municipal property taxes on certain

3 types of deteriorated property."

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

5 * Section 1. AS 29.45.050(a) is amended to read:

6 (a) A municipality may exclude or exempt or partially exempt residential

7 property from taxation by ordinance ratified by the voters at an election. An

8 exclusion or exemption authorized bv this subsection mav be applied with respect

9 to taxes lev’ed in a service area to fund the special services. An exclusion or

10 exemption authorized b- this subsection TSECTION1 mav not exceed the assessed

11 value o f S25.000 fSl 0,000) for any one residence.

( 12 * Sec. 2. AS 29.45.050(o) is amended to read:

13 fo) A municipality mav bv ordinance partiallv o** totally exempt all or

14 some tvpes of deteriorated property from taxation for up to 10 vears beginning

L
-1- CSIIB24I( )
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! i on or anv time after the day substantial rehabilitation, renovation, demolition.

2 removal, or replacement of anv structure on the property begins if the property

3 is located in a city center or urban center identified in a comprehensive plan or

4 other planning document adopted bv the municipality. A municipality may by

5 ordinance partially or totally exempt all or some types o f deteriorated property from

6 taxation for up to five years beginning on or any time after the day substantial

7 rehabilitation, renovation, demolition, removal, or replacement of any structure on

8 the property begins. A municipality may by ordinance permit deferral of payment of

9 taxes on all or some types o f deteriorated property for up to five years beginning on or

10 anv time after the dav substantial rehabilitation, renovation, demolition, removal or

11 replacement of any structure on the property begins. However, if the ownership of

12 property for which a deferral has been granted is transferred, all tax payments deferred

13 under this subsection are immediately due and the deferral ends, or, if  ownership of

14 any part of the property is transferred, ail tax payments are immediately due. The

15 amount deferred each year is a lien on that property for that year. Only one exemption

16 and only one deferral may be granted to tire same property under this subsection, and,

17 if an exemption and a deferral are granted to the same property, both may not be in

13 effect on the same portion o f the property during the same time. An ordinance

19 adopted under this subsection must include spe ;itic eligibility requirements and

20 require a written application for each exemption or deferral. In this subsection,

21 "deteriorated property" means real property that is commercial property not used for

J  22 residential purposes or that is multi-unit residential property with at least eight

23 residential units, and that meets one of the following requirements:

24 0 )  within the last five years, has been the subject of an order by a

25 government agency requiring environmental remediation of the property or

26 requiring the property to be vacated, condemned, or demolished by reason of

27 noncompliance with laws, ordinances, or regulations;

28 (2) has a structure on it not less than 15 years of age that has

29 undergone substantial rehabilitation, renovation, demolition, removal, or

30 replacement, subject to any conditions prescribed in the ordinance; or

31 (3) is located in a deteriorating or deteriorated area with boundaries

L
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that have been determined by the municipality.

* Sec. 3. AS 29.45.050 is amended by adding a new subsection to read:

(s) A municipality may by ordinance designate an area within its boundaries 

as a high crime area and exempt from taxation an amount not to exceed $10,000 of the 

assessed value o f real property within the area that is owned and occupied as a 

permanent place o f abode by a law enforcement officer. The ordinance must include a 

definition o f "law enforcement officer." A municipality that adopts an ordinance 

under this subsection may not request state funds to cover any municipal budget 

shortfall caused by the ordinance.

* Sec. 4. The uncodified law o f the State of Alaska enacted in sec. 2, ch. 8, SLA 1999, as 

amended by sec. 1, ch. 102, SLA 2002, is amended to read:

Sec. 2. AS 29.45.050(o) is repealed July 1 ,2010 [2006].

W ORK D R A F T  WORK D R A F T  23 -L S 0851 \S
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L E G A L  S E R V I C E S

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION O F  L E G A L  AND R E S E A R C H  S E R V I C E S  
L E G ISL A T IV E  A F F A I R S  A G E N C Y  

S T A T E  O F  A L A S K A State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M April 23, 2004

SUBJECT: Municipal Tax Exemption for Residences of Law Enforcement 
Officers (CSHB 241 (FIN))

TO: Representative John Harris 
Representative Bill Williams 
Co-chairs, House Finance Committee 
Attn: Louanne Christian

FROM: Tamara Brandt Cook 
Director

Here is the version of HB 241 incorporating certain amendments adopted by the House 
Finance Committee. However, Amendment No. 1 dealing with an optional municipal lax 
exemption for residences of law enforcement officers that are locate*' within certain 
eligible areas has been changed for purposes of this draft at the request of Louanne 
Christian, Finance Committee Assistant.

Under Amendment No. 1 an eligible area is one that is eligible for designation as a 
special zone or an "rea under certain federal programs, or is an area with a statistically 
higher crime rate. The federal programs are identified by common names, rather than by 
citation of federal laws or regulations. Indeed, the programs may not have been 
established specifically by federal law or regulation, so use of the common name may be 
the best identifier available. However, it is also possible that these names may be 
inaccurate or applicable to more than one federal program. A more likely possibility is 
that a listed program will evolve or be replaced by a new program over time, causing this 
statute to become obsolete. This potential problem has been avoided in this draft by 
describing the federal programs that trigger eligibility of an area in more general terms.

Please let me know whether you would like to return to the original language of 
Amendment No. 1 or make other changes to this draft.

TBC:med 
04-449.mcd

Enclosure
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SPONSOR STATEMENT 
HB 241 - MUNICIPAL PROPERTY TAX EXEMPTION

This bill has two provisions. One is to give municipalities an option to provide 
an exemption up to $50,000 on residential property taxes. This can only be done by 
ordinance with a vote of the people. It does not affect taxes levied in a service area.

Undercurrent law, municipalities may exempt up to $10,000 of the assessed value 
of any single residential property. Five municipalities offer this exemption, Bristol Bay 
Borough, Kenai Peninsula Borough, Fairbanks North Star Borough, Nortii Slope 
Borough, and the City of Valdez.

The second provision is to increase the tax exemption on real property from 
$10,000 to $20,000 for a volunteer fire fighter or Emergency medical services worker.

S t a t e  o f  A l a s k a

H o u se  o f  R e p r e s e n t a t iv e s

R eprescntative_M ike_Chenault@ legis.statc.ak.us
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M M 1 LEAGUE

Alaska Conference o f Mayors

217 Second Street, Suite 200 • Juneau, Alaska 99801 
Tel (907) 586-1325 • Fax (907) 463-5480 • www.akml.org

January 26, 2004

Representative Bruce Weyhrauch
Alaska State House o f Representatives
Chair, House Community and Regional Affairs Committee
State Capitol, Room 102
Juneau, AK 99811

RE: HB 241

Dear Representative Weyhrauch:

HB 241 would allow municipalities the power to voluntarily increase the optional residential 
property exemption from up to $10,000, to up to S50,000. The original optional residential 
property tax exemption was set in 1970 at $10,000. HB 241 essentially allows for an 
inflationary adjustment since 1970 (over 30 years). While this concept is not currently 
specifically addressed in the Municipal Policy Statement, the Alaska Municipal League has 
historically supported the concept as a purely optional tax tool for municipalities.

2004 AML Policy states:
Part I. Revenue & Finance

C. Local Taxes

2. Sales and Property Taxes:
The League supports municipal control over sales and property tax. 
These taxes are the principle sources o f local government revenue and, 
therefore, require local control.

Thank you for hearing this issue, if  we can assist you in any way, please call me.

Sincerely,
! /

Kevin Ritchie 
Executive Director

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

Member ol the National League of Cities and the National Acsociation ol Counties

http://www.akml.org
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Vote: g Yes, 0 No. 1 Absent

KENAI PENINSULA BOROUGH 
RESOLUTION 2003-035

A RESOLUTION SUPPORTING THE PASSAGE OF SENATE BILL 136 AND SIMILAR 
LEGISLATION WHICH RAISES THE CURRENT OPTIONAL RESIDENTIAL TAX

EXEMPTION FROM S10,000 TO 550,000

WHEREAS, AS 29.45.050 authorizes municipalities to implement various property tax 
exemptions; and

WHEREAS, the $10,000 maximum residential property exemption authorized by AS 
29.45.050(a) has remained unchanged since 1974; and

WHEREAS, of the five Alaska municipalities offering this tax exemption, the Kenai Peninsula 
Borough is the only one to also levy a sales tax; and

WHERF VS, the two percent sales tax levied by the Kenai Peninsula Borough has kept the mill 
rate to a minimum, thus allowing the State to retain a greater share of the AS 
43.56 (Oil and Gas Property) revenues; and

WHEREAS, in October 2002, the voters of the Kenai Peninsula Borough defeated a ballot 
proposition that would have exempted food from sales tax; and

WHEREAS, over the last decade, property owners have seen a substantial rise in assessed 
valuations, thereby increasing their tax bills by fifty to one hundred percent in 
some areas; and

WHEREAS, an increase in the Residential Property Tax Exemption will minimally affect state 
revenues and should be left to the discretion of the local governing body; and

WHEREAS, a minimal and stable tax rate is a primary factor in residential and economic 
development; and

WHEREAS, the Kenai Peninsula Borough Assembly has identified an increase in residential 
property tax exemptions as one of its 2003 legislative priorities; and

WHEREAS, SB 136 and similar legislation will provide a discretionary tax relief mechanism 
that will benefit bonafide full time residential homeowners;

Kami Pennvruli Boronjh. A lufci RwoUuion 2003-033
t'igc 1 of 2



NOW, THEREFORE, BE IT RESOLVED BY THE ASSEMBLY OF THE KENAI 
PENINSULA BOROUGH:

SECTION 1. Thai the Kenai Peninsula Borough Assembly urges the 23rd Alaska State 
Legislature to enact SB 136, increasing the optional residential property 
exemption from S I 0,000 to $50,000.

SECTION 2. I'hat copies of this resolution shall be provided to Senators Con Bundc, 
Georgian* Lincoln, Gary Stevens and Tom Wagoner, and to Representatives 
Mike Chcnault, Mike Hawker, Carl Morgan, Paul Seaton and Kelly Wolf.

SECTION 3. Thar this resolution shall take effect upon its adoption.

ADOPTED BY THE ASSEMBLY OF THE KENAI PENINSULA BOROUGH THIS 1ST 
DAY OF APRIL, 2003.

ATTEST:

  ^
Linda S. Murphy, Borough C(ejkLinda S. Murphy, Borough Cl

Resolution 2003-033 
P^2or2

Kuui Peninsula Borough. Aluka
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OFFICE OF THE MAYOR

January 20, 2004

Representative Bruce Weyhrauch 
Chair, House State Affairs Committee 
State Capitol 
Room 102
Juneau, Alaska 99801-1182 

Dear Representative Weyhrauch:

The City of Valdez supports HB 241. The City currently exempts $10,000 from assessed 
value of residential property.

The City’s current mill rate is 20 mills. Passage of ITB 241 and the implementation of the 
maximum exemption of $50,000 by the City of Valdez will not impact the State’s share 
of property tax revenue from oil and gas property located within the City limits.

On behalf of the City of Valdez, I encourage passage of the HB 241.

Sincerely,

Mayor

P .O . B O X  3 0 7  • VALDEZ , A LA SKA  9 9 6 8 6  
T E L E P H O N E  (9 0 7 )  8 3 5 - 4 3 1 3  • FAX (9 0 7 )  8 3 5 - 2 9 9 2




