


A L A SK A  STATE LEGISLATURE

A nchorage, A l u l u  99501 
P hone (907) 269-0250

S E N A T O R  L E S IL  M C G U IR E

MEMORANDUM

To: Senator Donny Olson
Senate Community and Regional Affairs Committee Chair

From: Senator Lesil McGuire

Date: February 28, 2007

Re: Request for hearing, SB 88 -  Municipal Property Tax Exemption

I respectfully request that SB 88 "An Act relating i > and increasing the municipal 
property tax exemption on residences o f  certain seniors and others; and providing for an 
effective date ” be scheduled for a hearing at your earliest convenience. Attached you will fin 
the sponsor statement, most current version of the bill, sectional analysis and background 
information.

If you have any questions or concerns please feel free to contact me personally, or my 
staff, at x3579. Thank you for your time and consideration.
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SPONSOR STATEMENT 
SB 88 -  Municipal Property Tax ExemptionSB

Senate Bill 88 will correct existing legislative language and intent passed in 198S and 
will continue to assist seniors and disabled veterans. When the legislation was first passed, it 
provided a property tax exemption on the first $150,000 value of their homes. For most, that 
meant an annual break from property taxes.

Twenty-two years later, the value o f a residence is seldom in the $150,000 range, and our 
seniors and disabled veterans are paying the price. Often, senior citizens and disabled veterans 
live on fixed incomes. While property values have risen dramatically, compensation to these two 
groups has not. Dollars spent on rising property taxes mean fewer dollars available for food and 
medicine.

SB 88 will correct language that has not kept up with inflation. SB 88 raises the 
exemption from $150,000 to $250,000, a much more realistic amount with today’s increased cost 
o f living. Passage o f SB 88 will provide much needed tax relief to those Alaskans who have 
sacrificed and worked hard to build the Alaska and nation that we enjoy today.
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SECTIONAL ANALYSIS 
SB 88 -  Municipal Property Tax Exemption

Section 1.

Changes existing statutory language to specify that the exemption is only available to a resident 
living in the residence and reflects the increase in housing prices. It changes the amount of the 
exemption from SI 50,000 to $250,000. In the case o f hardship the municipality may increase the 
exemption amount. Existing language remains establishing who is eligible, those 65 or over, 
disabled veterans, or surviving spouse o f a qualified person who is at least 60 years old, and that 
only one exemption per residence is allowed.

Section 2.

Municipal voters are permitted to approve an exemption that is larger than $250,000 for qualified 
individuals, those 65 or over, disabled veterans, or surviving sp "ise o f a qualified person who is 
at least 60 years old.

Section 3.
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The language will take effect on January 1, 2008.



Average selling price for houses 
highest in Anchorage

Prices tor single-family homes have skynxketed in 
recent years. AnntJier survey conducted for AHFC 
shows that the average sale price rose y percent 
from the second half of 2004 to the second half 
ot 2005. For the first time. Anchorage had the 
highesr average sales price at £294,000, bumping

luneau down to second at £281,000. tSee Exhibit 
10.) Strong economic growth and a shrinking in­
ventory ot undeveloped land help explain the 11 
percent increase in Anchorage's numbers.

It is important to re :ognize, however, that aver­
age sales price data do not necessarily represent 
the average prices for an area's total single-family 
housing stock, but merely the portion that was 
sold in the given time period Average sales prices 
were lowest among the specific areas surveyed 
in the Kenai Peninsula Borough ($195,000) and 
Fairbanks i£200,000).

Housing is among the most 
affordable in Fairbanks

Housing affordability indexes combine the sales 
price data above with average wages In the 
same area to determine how many wage earn­
ers are necessary to afford the average home. In 
Fairbanks, for example, it takes 1.3 wage earners 
to buy an average-priced single-family Fairbanks 
home. iSee Exhibit 11.) Higher index numbers 
represent less affordable housing.

Although housing in the Matanuska-Susitna 
Borough is relatively inexpensive, lower than 
average wages make housing less affordable tor 
those who live and work there than it is in matn 
other areas ot the state. At the other end of the 
spectrum. Anchorage's high housing costs are 
partially offset by higher than average wages, 
making housing slightly more affordable for 
those who live and work there.

Nor surprisingly, many Mat-Su residents com­
mute to Anchorage to get the best of both 
worlds -  inexpensive housing and high wages. 
This group shares honors with Fairbanks for the 
most affordable housing in the state. Housing in 
Bethel is the least affordable among the areas 
studied due to a combination of high, average 
housing costs and relatively low average wages.

Statewide, the affordability index rose to 1.5 
in the second half of 2005, up from 1.4 a year 
earlier. The last time the index was as high a> 
l . j  was in 2100. With the exception of Kodiak, 
all areas surveyed saw increases in their index 
numbers. Kodiak enjoyed an improvement in 
housing affordability due to a higher than aver­
age increase in wages -  7 percent compared to 
the statewide overage of 4 percent.



What would $100 In 1980 equal today?

The Anchorage Consumer Price Index can help determine how much money it would take today to 
equal a dollar amount from some earlier year. To illustrate, this equation shows how S100 in 1980 
would be equal to S201 in 2005

The 2.01 is then multiplied by the number of 1980 dollars in order to find the 2005 equivalent ($100 
x 2.01 = S201). Another way to descnbe this is to say that $ 100 in 1985 had the same purchasing 
power as S201 had in 2005

The formula can also be reversed to deflate current dollars to some earlier year (for example, S100 
in 2005 would equal about S50 in 1980) Inflation calculators that require only the years and a dollar 
amount are available at several Web sites, including ours- almis labor state ak.us. (Click on Cost of 
Living" in the left margin; then click on “Inflation Calculator," which is based on the U.S. Consumer 
Price Index)

4 Consumers Spend Most on Housing
C o n s u m e r Price Index w e ig h tin g1

2005 Anchorage CPI (see Exhibit 2) 
Divided by 1980 Anchorage CPI

171 8 
855

201

Transportation 19.0%

Education and communication 5.5S 
Other goods and services 

Apparel ana upkeep 2.7%

Medical care 6.2% -

Recreation 7.0% ~

1 As of December 2005

Source. U.S. Deparunent of Labor. Bureau o'Labor Statistics



Alaska
State & Local Taxes in 2002
Shares of family income for non-elderly taxpayers

Next 4% TO P 1%

■  Sales & Excite Taxet 
□  Property T a u t 

Income Taxes 
Total vJ Federal Offset

Lowest 20% Second 20*'® Middle 20% Fourth 20% Next 15%

Income Lowest Second Middle Fourth Top 20%

Group 20% 20*. 20% 20% Next 15% Next 4% TOP 1%

Income Lata than S IS .000- S31.000 - SSO.OOQ- $80,000- S< 42.000- 5273,000

Range S1S.000 S31.000 SS0.000 uo.ooo $142,000 $273,000 or more

Average Income in Group S9.900 S22,600 538,500 $62,300 $101,000 $181,000 $590,000

Sales & Excise Taxes 2.4% 1.6% 1.2% 0.8% 0.6% 0.4% 0.2%
General Sales—Individuals 0.7% 0 .6 % 0.5% 0 .4 % 0.3% 0 .2 % 0.1%

Other Saies & Excise—Ind. 1.3% 0.7% 0.4% 0.3% 0 .2 % 0.1 % 0.0%
Sales & Excise on Business 0.3% 0.3% 0 .2% 0 .2 % 0 .1 % 0.1 % 0.1%

Property Taxes 1.3% 2.5% 1 .8 % 2.2% 2.5% 2.3% 1.9%
Property Taxes on Families 1 . 1 % 2.4% 1.6% 2 .0 % 2 .1 % 1.8% 0.7%
Other Property Taxes 0 .2% 0 .1 % 0.1 % 0 .2 % 0.4% 0.5% 1.2%

Income Taxes i 0.1% 0.1% 0.1% 0.1% 0.2% 0.3% 0.7%
Personal Income Tax — — — — — — —

Corpoiaie Income Tax 0 .1 % 0.1% 0 .1% 0 1% 02% 0.3% 0.7%

TOTAL TAXES 3.8% 4.2% 3.0% 3.2% 3.4% 3.0% 2 .8 %

Federal Deduction Offset 1 -0.0% - 0 .1 % -0.3% -0.5% -0.5% -0 .2 %

TOTAL AFTER OFFSET 3.8% 4.1% 2.9% 2.9% 2.8% 2.5% 2.5%
Ho ik  TtU* t X t a  20021a  lam at 2000 inccm * tavWj.

In st itu te  o n  Ta x a t io n  &  Ec o n o m ic  Po lic y . Ja n u a r y  2003



Alaska Tax Trends
Progressive Features Regressive Features

✓  No statewide sates tax though many localities X  No personal income tax
apply a local sates tax

Changes in Taxes as Shares of Income, 1989 -  2002
+1.5\ •«— ^ — — — — — —

■1.0% « ■ — —  

Bottom Second Middle Fourth Next Next TOP
20%

OC
M 20% 20% 15% 4% 1%

Bollom
20%

Second
20%

Middle
20%

Fourth
20%

Top 20% 

Next 15% Next 4% TOP 1%

Sales &  Excise ♦0.8% ♦0.3% ♦0.1% ♦0.1% ♦0.1% ♦0.0% ♦0.0%
Properly -0.3% ♦0.9% ♦0.2% - o . : % ♦0.3% -OS'*. 1 C

l • •

Income -0.2- . -0.1% -0.1% -0.0% -0.0% -0.1% -0.4%
Federal Offset — -0.0% ♦0.0% -0.1% -0.1% -0.0% -0.0%
Overall Change ♦0.1 % ♦1.1% ♦0.2% ♦0.7% ♦0.2% ♦0.4% -0.8%

Tha major change Ateska made to its tax policy was to hike the cigarette tax by 71 cents Irom 1989 to present. Alaska 
receives most ol its revenue (ram severance taxes and oil royalties and has been able to avoid levying broad-based 
taxes.

Composition of Revenues

Scum  Cgwnmwnl FIm r m . US O ^ wI m m  < X C « u

In st it u t e  o n  Ta x a t io n  & Ec o n o m ic  Po lic y . Ja n u a r y  2003



TA B LE  3
2005 Local Property and Oil & Gas Property Tax Revenues

1 P r o p a r ly  T a x  

R a v a n u a s

O il &  G a i  

P r o p e r t y  T a x  

R e v e n u e s

T o ta l 

P r o p e r t y  T a x  

R e v e n u e s

C h g . F ru m  

P re v io u s  

Y s a r

P o p u la t io n

1 M u n ic ip a l 

P a r C a p ita  

I R e v e n u e

R e v e n u e  

C ity  &  B o ro

M unicpa lily  u l Anchor ago

Bra ta l Bay Boruugh

Cordova

Crarg
Oillngham

5339.815,503 

51.763.700 
51.471.987 

5434.534 

51.551.955 

510.457 j 33

5764 324 

50

536.600

50

50

50

5340.579 827 

S I .763.700 
51.508.567 

5434 534 

51.551955  

S I0  4S7S33

5 65% | 277.498 

0.93% j 1.096 

2.31% ! 2.298 

• 1.21%j 1.127 

IS .83% ! 2.422 
20.41% : 29 954

51 227 
51.609 

5656 

5366 

5641 

5349 51 247

Fairbanks North Star Borough

Hamas Borough

Homar*

571.987.722 | 54.288.797 

51.838.182 i 50 
51.797.165 : 50

576.274 519 

51.636 182 
51 797165

6 85% 

1.52% 
3.14%

84.979

2.245
5.332

5696

5819
5337 51.530

H o u llo n ’
Cily S Bur ouch u l Juneau 

Kachamak Ciry’

Kasai. C ily ’

5178.379

532.808.333
568.258

51.872.776

to

SO

50

5178.379 

532.606.333 
566.258 

51 912.376

-5.58%

8.90%

117.93%

-3.23%

1.368

30.966

475

8.809

5130

51.059

5139

5281

51.332 . 

5V473

K a ra  Pvrw uu lo  Borough 553.290.034

53.432.361

57.510.354

50

560.000 386 

53.432.361

33.05%

-4.42%

50.980

7.891

51.193

5446 5VCS6

Kaich'kan Gal sway Borough

K=r.=* C iy *

57.941.125

5818.751

50

50

57.941.125

5818751

23.00%

-3.03%

13.030

6.199 5100 5758

Kadiak is la id  Borough

Malanusks-Susilrvi Borougn

Nenana

Noma

North P o ls ’

58.860.125 
564.042.524 

5218.527 

52.109.534 

5796 808

so
542.917

50
50

SO

58.660.125
564.085.441

5216.527 

52.109 534 

5796 808

3.28%
15.32V.

-5.81%
-12.49%

2.28%

13.466

70.148
394

3,473

1.532

5658

5914

5555
5607

5520 51.413

North Skipa Boruugh 

P pm sr*

52.317.232

5768.968

5168.989.186

50

5191.286.396 

5768 988

-4 26%
23.46%

7,104

5.197

528.927

5148 51.062

P A  can

PrtertD urg

S M o v ta ’

558.148

52.147.532

so

50

so

556.148

52.147 532 
5141168

7.28%

13.16%

•3.13%

118

3.123

426

5493

5688

5333 51.526

Ssw ard '

City & Boruugh of S ilks 

Skagway

5745.901

54.401.399
51.338.097

5546.326

50

50

50

50

5745 901 

54.401.399 

51.338 097 

5546 326

11 28% 

9.09% 

16 54% 
4 32%

2.540

6.805
870

3.767

5294

5500
51.538

5145

1
1

51.330 .

U r u l i ik ^

V40S4

W anda ’

54.024.854 

5 1 " 890.301 
5330.768

50 ; 54.024.654 : -4.69% 

513.049.409 : 530.939.709 j 47 04% 

50 ' 5330 766 i 20 09%

4.366

3.749

6.109

5922

58.253
554 5966

W N Sar 

Wrung ad

5188.183

51.201.688

5296.942

52.402 | 5190 5 8 6 ; -25.32% ; 172 

50 ; 51.201.688 ; 2.82% : 2.023 
5 0 !  5 296 942 1 -1.S6%| 680

51.108

5594

5437

fo ie i P fg y y iy  T a ta i 1 (43 ,749.839 t S214.701 869 ! 1B5B.481.409 ! S.85%1

Overall Chg Irani P rior Veer 10.44% -Z64H 6 85%

Total Local Tax Revenues G e n e r a t e d _ _ _  

Sales Tax Revenues 51 57,248.911 J8J7%
Specia l Tax Revenues S52.839.55i i'8 80%
.ocal Property Tax Revenues 5663.749.839 U78%
311 & G as Property Tax Revenues S214.701.569 -2 79%

total Local Tax Revenues

AviriQ I P$1 iCB k ro po rly  la » v i

Percent
Charge
from
Prewoul
Year

’bictades North Stov* 6 Veldta 
’ ’ Exclude* Nunh Sieve 6 Valdai

The averiga pvr capita value* am ba»*d
upon population* only n munopalitai 
lhal levy a prop arty tax

$1.088.537371 11.50%

calai lhal oty i i  lacaiad »4hin a borough that alio levies a proparty la>
i  column adoi »>a borough and cily par capia revenue* lo mora accuralaiy re fl« l lha actual par capita U« Hal a proparty 
i iMiuid oav on orooartv bcalad wlhw a oly and a borough, bati of when lavy a proisrly tax.



W The Cost of S ingle-Fam ily Hom es
Prices in Anchorage surpass Juneau

Average sales prices For July to December 2005

A n c* > j< .x ;e

JlitVMU

S ia ie w .d e  | * 2 4 9 . 0 0 0  

8MM<
K e t c h m jn

Mat-Su 

Kodak 

Pew ol Siaie

FiWOonkj
K e n ji P e ra n u A i Bcrowjn

S o u r is  -U k > j C-em  sw f  c? i.a zrr 4 ttorftferc* J e v e r jp r v r  ^toaarc?: a rxJA na> »  S4C>on 
a n d  - s x ^ n g  Corporate*! j  S u rv e y  c fL a n d a r z  ^ O fW y

1238.000

$272,000

$215,000

1214. COO

$202,000

$200,000

$196,000

1294.000

$297,000

11 H ousing A ffordab ility
Wage earners needed to buy average house

For July to December 2005

FoinvinkS
Ancliof vj-* «crM>r 

buys a Mat*So n x . e  
Keiui Peninsula 

Borotioh

S o / id  4-1X4 Ivsirr+ rt ct l» cv  $ ucreto-e ,>v*aDr*nt iRtoMncftma -int/yta S4GXn
tod T* K**snj V * r *  Co/ponton s XC3  rasu  4*»a^ery nuki

AlASl&V'ECONOMtp',TRENDS j u i y  : i v d



The Consumer Price Index in Anchorage and the U.S. M  
Annual averages for selected components, 1983 to 2005

ALL .TEUS EXCEPT SHELTER HOUSING TRANSPORTATION

Yaar

1633
1634
1635 
1633 
1637 
1633 
1639 
1*99
1691
1692
1693
1694 
1645 
1693 
1697 
1693 
1699 
2CC0 
2001 
2CC2 
2003 
Z0C4 
2CC5

Y iar

1633
1634
1935
1936
1937 
163d 
1639 
166C 
1641
1692
1693 
1644 
1695 
1996 
1697 
1993 
1999 
2C00 
2001 
2C02
2003
2004
2005

Parcant Parcant Parcani Parcant

Changa ‘.richer Cnanga Changa A nchor. Changa

u .s from  Prav. aga Irom Prav. U.S. (ram Prav. aga Irom  Prav.

Avaraga Yaar Avaraga Yaai Avaraga Yaar Avaraga Yaar

3 9 8 3.7% 9 9 9 3.7% 99.5 2.7% 990 0 8%

103 6 4.1% 103.8 3.9% 103 6 4.1% 102.7 3.7%

137 C .>0% 107 5 3 6% 107 7 4 0% 103 0 0 3%

136 C 0 9% 111 2 3 4% 110 v 3 0% 102 6 •0 4%

111 6 3.3% 115.1 3.5% 114.2 30% 97 5 ■5 0%

1154 3 9% 117 8 2 3% 118 5 38% 954 -2.2%

121 i 4 9% 122 3 3 5S 123 3 3 ?% M  3 0 9%

126 2 5 4% 129 0 4 7% 126 5 4 5% 103 9 7 9%

133-5 4.1% 131.9 3.0% 1336 *.0% 1112 7 0%

137 3 .2 .3% 1346 20% 137 5 2 9% 1166 4 9%

141 4 3 0% 137 9 2.5% 141 2 2 7% 121 1 3 9%

144 3 2 4% 140 3 1.7% 144 6 2 5% 122 5 1 5%

I4 8 6 2.6% 144.6 3.1% 148 5 2 6% 124 9 1 6%

152 8 2.8% 148 4 2 8% ■ 152.8 2 9% 127 9 24%

155 9 2.0% 1506 1.5% 1566 2 5% 12-3 4 1 2%

157 2 0  3% 152 6 1 3% 160 4 23% 131 3 1 2S

160 2 .1.9% 1535 0 6% 163 9 2.2% 132 7 1.3%

165.7 3.4% 156.1 1.7% 1696 3 5% . 1342 1 1%

159 7 2.4% 160 6 2.9% 176 4 4 0% 139 0 3 6%

170 3 0 6% 162 2 1 0% 180 3 22% 143 5 3 2%

174.8 2-2% 196.5 - - ■ 2 7 % .184 f  “  - 2.5% 146 8 \  2.3%

179.3 2.7% 171.7 3 1% 1895 2 5% 149 1 1 6%

196 1 3 3% 177 5 3 4% 195 7 3 3% 153 1 2.7%

FOOD an il BEVERAGES MEOiCAL CARE'

Parcant Parcani Parcant Parcani

C lianga Anchor- Changa Changa A ncnor. Changa

U.S. from  Prav. aga from  Prav. U.S. horn Prav. aga from Prav.

Avaraga Yaar Avaraga Yaar Avaraga Yaar Avaraga Yaar

99.5 2.3% 98.7 2 6% 100.6 8.8% 99.7 5.2%

-  103 2 3.7% 103.2' ; 3.5% 106.9 6 2% 105 5 ' 5.8%

135 6 2 3% 108 2 29% 1135 6 3% 110 9 5 1%

139 1 3 3% 1108 4 3% 122 0 7 5% 127 8 15 2%

113 5 4.0% 113.1 '2 .1% 130.1 6 5% 137 0 7.2%

1162 4.1% 113 8 0 6% 138.8 6 5% 145 8 6.4%

124 6 5 7S 1172 3 0% 149 3 7 7% 1544 I  9%

132 1 5 a s 123 7 5 S% M 2 9 9 0% 141 2 4 4%

136 3 3.5% 127.7 3.2% 177.0 8.7% 173 5 7.6%

136 7 1.4% 130 3 • 2.0% 190.1 7 4% 163 0 5.5%

141 6 2 1% 131 2 0 7% 201 4 5 9% 189 6 3 6%

144 9 2 3% 131 9 0 5% 21’  0 4 6% 127 8 4 3%

148 9 2.8% 138.5 5.0% 2 2 0 5 4 5% 211 5 7.0%

153.7 3.2% 143.4 3.5% 226 2 3 5% 231 1 9  2%

157 7 2 6% t45 a 1 7% 224 6 25% 248 3 7 7%

151 1 2 2% 147 3 10% 2*2  1 3 2% 255.7 2 7%

164 6 2.2% 148 4 0.7% 250 6 3 5% 260.8 2.0%

168.1 2.3% 151.7 2.2% 260.8 4.1% 272.1 4 3%

173 6 3 1% 1564 3.1% 272 6 4 6% 282 9 4 0%

176 3 1 3% 157 9 1.0% 295 6 4 7% --- — —

1605 2.1% •161.8 2.5% 297.1 4 0% — -

166 6 3 4% 168.9 4 4% 310.1 4 4% ------■

191 2 2.5% 173.1 2 5% 323 2 4 2% 344 2 " 1

Parcani Parcani
Changa Ancnor- Changa

U.S. Irom  Prav. aga Irom Prav.
Avaraga Yaai Avaraga Yaar

99 3 2 4% 98.5 1.8%
103 7 4 4% 104 6 62%
1C6 4 2 5% 108 2 3 4%
102 3 ■3 9% 107 8 -0 4%
105 4 3 C% 111.3 32%
108.7 3 1% 113.0 ^  . 15%
114 1 5 C% 118 7 3.3%
120 5 5 8% 120.7 3 4%
123.8 2.7% 1217 08%
126 5 2.2% 1233, 139
■ 30 4 3 l% 128 8 4 5%
134 3 3 0% 136 9 6 3%
139.1 3.6% 143.8 5.0%
1432) 28% 1472 2.4%
144 3 0 4% 1470 -0 1%
141 6 •1 9% 144 9 -1 4%
144.4 20% 143 7 -0.6%
15j  3 8 2% 1505 4 7%
154 3 07% 153 0 1 7%
152 9 -1 C% 151 5 •1 0%

1 157.6 - 3 . 1 * v lS 8 .K  S fc '4 .5 %
163 1 3.5% 152.7 ZB%
173 5 6 6% 171 7 5 5%

AFPAREL and UPKEEP

Parcani Parcani
Changa A nchor. Changa

U.S. from  Prav. aga Irom Prav.
Avaraga Yaar Avaraga Yaar

1002 2.5% 101.0” 5.2%
"  1021 f.B % ' 101.71 70.1%

1CS0 2 8% 105.8 4 0%
1C5 9 0 9% 109 0 33%
110.6 4 4% 1186 7.0%
115 4 4.3% 1191 2.1%
1185 2 3% 125 C 5 0%
124 1 4 6% 127 7 22%
128.7 3.7% 126 6 -0 9%
1319 2.5% 1302 2 8%
H 3  7 1 4% 131 2 OSS
133 4 -0 2% 128 9 • 1 8%
1320 10% 130.0 I  0 9 *
1317 •0 2% 128.7 -1 0%

1J29 0 9% 127 C • 1 3%
133 0 0 1% 125 6 • 1 1%
1313 -13% * 125 3 0 2%
129 6 ■1.3% 124.5 -1.0%
127 3 -1 8% 131 1 5 3%
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Income Growth Versus Property Tax Gtvwth  
1 W O - 2 0 0 4

Fiscal
Year

Percent Change 
In Personal 

Income

Percent Change 
In Property 

Tax Collections
1990 5.78% 9.28%
1991 4.94 7.96
1992 4.61 7.34
1993 5.32 5.22
1994 4.16 3.90
1995 5.06% 3.20%
1990 4.99 2.94
1997 6.10 4.48
1998 6.81 5.17
1999 6.27 4.14
20C0 6.61%
2001 6.22 5.82
2002 2.02 5.88
2003 2.19 6.27
2004 4.66 7.27

Note: Tax payments are actual collections as reported to 
the Census Bureau by state and local governments. 
Business and other property taxes included along with 
residential real estate taxes.
Sources: Survey o f Government Frances, U.S. Census 
Bureau: Bureau of Economic Analysis; and Tax Founda­
tion calculations.
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In Alaska, tax woes are for other folks
NO. 1: Anchorage families shoulder nation's smallest tax burden among cities.
By GEORGE BRYSON 
Anchorage Daily News

(P u b lis h e d : A p ril 1 7 , 2 0 0 7 )

If all you want out of a big city in America is to pay as little in 
taxes as humanly possible, then Anchorage is the place for you.

So says a study that compares tax rates in the largest cities in 
each state (plus Washington, D.C.) as reported this month in 
Kipiinger's Personal Finance magazine.

As Americans prepared to pay their federal taxes, the periodical 
ranked Anchorage No. 1 on its list of "The 10 Most Tax Friendly 
Cities" in America in terms of state and local taxes.

Credit Alaska's standing as the only state in the nation in which 
residents pay neither an income tax nor a state sales tax, said 
Kiplinger assistant managing editor Magali Rheault.

"It's hard to beat Alaska when it comes to paying taxes,"
Rheault said.

Her magazine based its ranking on a congressionally mandated study of 2005 tax burdens that was 
conducted last fall by the District of Columbia.

It compared how much residents pay for four types of state and city levies — income tax, sales tax, 
auto tax and property tax -  for a middle class family of three that makes $75,000 a year.

/  altar groking any lams at aM in tha first two catagortas, an Anchorage temky at that mcoma-lavaJ 
i patd an average of $176 In auto tax ($342 below tha national am rage) and $2,872-in pmpartytax' 
’ |$zn M b n  too national average).

Adding it all up, the Anchorage family paid $3,048 -  or 4.1 percent of annual income -  in state 
and local taxes, the study reported.

That was less than half the national-average tax rate of 8.8 percent for the same income, and only 
one-fifth the rate paid by residents in Bridgeport, Conn. — which topped the nation with a tax rate 
of 20.5 percent, mostly due to a combination of high home values and hefty property taxes.

The study assumed that a family in the $75,000-a-year income bracket in Anchorage owned a 
home worth $195,876 in 2005, while a similar family in Bridgeport owned a home valued at 
$352,930.

"That's something that the people in Bridgeport have to understand," Rheault said. "If you're going 
to live there, you're going to have to pay a lot in property taxes."

i i  i

Doug Clinger waves to motorists 
outside Liberty Tax Service in 

Midtown, April, 16,2007. Taxpayers 
had extra time to file and pay 

because April 15 fell on a Sunday, 
and Monday was Emancipation Day, 

a legal holiday in the District of 
Columbia. (BILL R O T H / Anchorage 

Daily New)
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In Anchorage, by comparison, the city's more modest property taxes are further offset by the 
state's oil wealth.

The study listed Alaska as one of only seven states in the nation with no income tax (the others 
were Florida, Nevada, South Dakota, Texas, Washington and Wyoming) and one of only four with 
no state sales tax (along with Montana, Oregon and Delaware).

The listing of tax-friendly cities in the May issue of Kiplinger's Personal Finance appeared as a 
sidebar to a package of stories on people who relocate at mid-career, and Anchorage's No. 1 
ranking didn't surprise her, Rheault said.

"Every time we do tax stories, Alaska always comes up as the best place to live because you don't 
have an income tax and you have the Permanent Fund," she said. "So residents can end up ahead, 
thanks to the oil revenues."

The article noted that Alaskans receive an additional bonus of a yearly Permanent Fund dividend. 
However, the District of Columbia study didn't use it to calculate the Anchorage tax burden.

Had it done so, factoring in three 2005 dividends worth $845 apiece, the same hypothetical family 
of three making $75,000 a year only would have owed a balance of $510 on its 2005 state and city 
tax bill — and may have even made money in 2006, when dividends rose to $1,106.96 apiece.

The study also found that Anchorage imposed the lowest tax rate in the nation (2.8 percent of 
gross income) on families making $150,000 a year but much more (8.9 percent) on families that 
make only $25,000 a year — because a portion of rent that low-income people pay adds to their 
landlord's property taxes.

Daily News reporter George Bryson can be reached at qbrvson@adn.com.
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