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FISCAL NOTE
SENATE BILL 70

All costs associated with this legislation will be paid from AIDEA and
Investments foreclosure reserves and do not require legislative
appropriation.

Alaska Industrial Development and Export Authority;
The tax on $29 million of defaulted loans at an average of 15 mills would
equate to approximately, $435,000. Over the years, property acquired

through foreclosures should decrease while the value of property will

increase. The Tfirst payment to local governments would be July 1, 1992
which would occur in FY93.

AS OF DECEMBER 31, 1990

AIDEA PAYMENT

NUMBER OF (Excluding Bank
LOCAL GOVERNMENT PROPERTIES  ASSESSED VALUE  Owned Portion)
Municipality of Anchorage 41 $15,828,742 $257,080
Fairbanks North Star 9 4,375,387 53,695
Borough
Kenai Peninsula Borough 13 4,442,086 42,840
Matanuska-Susitna Borough 10 2,269,530 27,968
City & Borough of Juneau = 5 850,185 10,379
City ®Borough of Sitka 1 501,480 6,174
City of Valdez 1 858,270 12,810

North Slope Borough 1 - 507.045 9.314



STATE OF ALASKA C
1991 LEGISLATIVE SESSION

Revision Date:
Title: An Act Relating tn Taxation

Department Affected:

Tnuo; fAontcr

NoO.1 &

>ill Version: C.SS0) -h*) Tpihy))

(S) Publish Date: ~

Commerce \ Economic Opv.

00
w

FY 97

16.0
16.0

March 2? 1QQ4

bv Municipal itipq Component:

Sponsor: Pearcp

Requestor:  Pearce COMPONENT SERIAL NO. 3
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS 0 16.0 iS-.-CL. 16.0 ... 15, O .

TOTAL OPERATING 0 16.0 16.0 16.0 ifin

CAPITAL 0 0 0 n 0

REVENUE 0 0 0 0 n
FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER 0 15.0 16.0 16.0 16.0

TOTAL 0 16.0 16.0 16.0 16.0
POSITIONS:

FULL-TIME 0 0 0 0 0

PART-TIME

TEMPORARY
Estimate of current year impact:___ 0_

ANALYSIS: (Attach a separate page if necessary.)

SE ATTACHED
\ . . . *

Prepared By: Martin Richard. Hirertor _ Phone: 465-2510

Division: Investments _ Date: . March 22. 1991
Approved by Commissioner: .Glenn A. QLds. N

Agency: Dpnart.ment of Commerce.& Economic Qpyplnnmpnt Date:

Changes in (25sB 10 ) inance- Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

have no fiscal impact:” This
fiscal note is appropriate.
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ANALYSIS - CSSB 70 (C&RA) Mach 22 1991

Division of Investments:

All costs associated with this legislation will be paid Fom Investments’ foreclosure
reserves and do not require legislative appropriation.

The Division of Investments has reviewed the fund-owned repossessed property and
estimated the property tax that would have been paid to municipalities in 1990 if the
state were not exempt Tfrom property taxes.

Boroughs currently require the state to pay taxes the year that the property is
repossessed. After notifying the boroughs that the property is owned by the state, future
years' taxes are exempt.

The following breakdown by taxing jurisdiction has been adjusted for these amounts:

ESTIMATED TAXES DUE UNDER PROPOSED
E.QRQUGU 1991 RE, TAXES CURRENT PROCEDURES INCREASE
Mat-Su $ 81840 $ 81840
Anchorage 12,876.57 $2,908.72 9,967.85
Juneau . 4,744.96 4,744.96
Fairbanks 2,003.63 e 161956 384.07
Ketchikan 238.25 238.25
' $20,681.81 $4,528.28 $16,153.53

It ii atg)'gicipated that the 1992 tax amounts would not be materially different from the
€s.

Page 2 of2



FISCAL NOTE No.
'S™ATE OF ALASKA C n Bill Version: ( FiAj)

"e* 1991 LEGISLATIVE SESSION

(S) Publish Date: (
Revision Date: March 19, 1991 Department Affected: Revenue
Title:  An art relating to taxation of certain State property hv municipalities BRU: Treasurv/PERS & TRS

Component:

Sponsor Pearce
Requestor Senate C & RA Component Serial No.

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
travel
CONTRACTUAL
SUPPLIES
EOUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS 116.5 200.0 175.0 150.0 125.0 100.0
TOTAL OPERATING 116.5 200.0 175.0 150.0 125.0 = 100.0*

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER 116.5 200.0 175.0 150.0 125.0 100.0
TOTAL 116.5 200.0 175.0 150.0 125.0 100.0

POSITIONS:

FULL-TIME
PART-TIME

TEMPORARY .
ssUmate ol current year tmoacf

ANALYSIS: The tax cost on the March 12, 1991 balance of 521.6 million of foreclosed real estate loans owned by the retiremer.
funds using average mill rates by location equates to 5232,962. This tax cost approximates a statewide levy of 10.8 mills. Loan
balances were used because it would not be practical to obtain current assessed values on eac i of the properties. Using assessed
values may result in a higher or lower tax result The effective date of January 1, 1992 would create a tax bill of approximately
5116.5 for FY 92. Over the years, property acquired through foreclosure should decrease because of the improved State economy
and reduction in real properties owned.

'repared by: Brian C. AndrewY/~ 7™ Phone: _T5577351T

Division:  Treasury 'pJjA —cceeee- Date:  March 19. 1991

Approved by Commissioner

Agency:  Revenue

o o o Changes in no
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, | have no fiscal impact' This
Rev 10/90 fiscal note is appropriate.

IL
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STATE OF ALASKA

OFFICE OF THE GOVERNOR

BILL ANALYSIS

DEPARTMENT DIVISION BILL NUMBER SPOHion
Revenue Treasury CS SB 70 Pearce

a-cfir title op bill
An act relating to taxation of certain State property by m unicipalities

DEPARTMENT POSITION
See below.

PREPAREO BY oL} QJE

Brian C. Andrew.T W 3-19-91 d -y fre

SUMMARY

OTHER AGENCIES AFFECTED BY BILL CONSTITUENT QROUPTS) AFFECTED BY BILL

AIDEA

ORGANIZATIONAL SUPPORT FOR BILL organizational opposition to bill
M unicipalities and local government m

FISCAL IMPACT: O NONE (3 FISCAL NOTE ATTACHED *

BACAGROUNOLEGISLATTVE INTENT *
The intent of this b ill is to place all real property of PERS and TRS onto the tax rolls
of the m unicipality within which it is Jlocated. Current law exempts such property fro.n
taxation.

ANALYSIS OF BIIUPROGRAM EFFECTS
Makes' a Ilre a |l property of-the PERS and TRS subject to'real'property"'"taxes'effective
.January 1, 1992. PERS and TRS have no direct single ownership of real estate investments.*..
«..PERS and TRS properties that were once ..collateral to ;loans and .through .default-.have since 5
become other real estate owned, would result in an annual.tax b ill of approximately $232,9f
based on loan balances using average actual m ill, rates by'location «This results in an '
average 10.8 m ill levy for all property. Loan balances Wfre used because it is not V.i.-7
practical to obtain assessed values. Assessed values may'be higher or lower than loan o "
balances. LV LI e e

A*fd * mvmpos«w DEPARTMENT POSITION e —
Opposed because las'fiduciary, endorsing such action would'not be in the best interest of

beneficiaries.

?

PLEASE ATTACH A SEPARATE SHEET FOR ADOTTTOKAL COMMCXTI OR ANALTW.

Oioot (ftrr. Ti&AL



FISCAL NOTE

Revision Date: . . PR _ -
Title: An Act relating to taxation by municipalities of ccrtian property of
governmental “enritics: and for an effective dale.
Senator

Expendimres/RevenucK  (Thousands of Dollars’)

EQUIPMENT
LAND &STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS

CAPITAL

REVENUE

FUNDING: (THOUSANDS OP DOLLARS')
GENERAL FUND

FEDERAL FUNDS

OTHER

POSITIONS:

PART-TIME
TEMPORARY
Estimate ot current vear impact:

ANALYSIS: (Attach a separate page if necessary.)

Prepared By: Judy DcSrmin
Division; __ Alaska Housing Fm.incc Corroralion/Ad.iiiiiistedion

Approved by Commissioner: A
Agency: IT.£tN CP "R-S1'B/L't
Distribution  (by preparer): Legislative Finance, Legislative Sponsor, Requestor,

Rev 10/0

6id910L

/A m

Bill Version: _C
(S) Publish Date:

Department _Affected:  Revenue

RRU: Alaska Homing Finance Corporation

Component:  AlaskaHousing Finance Caroorafien
Requestor;

COMPONENT SERIAL NO,

(90715811000
March
Date:
OMD, & Impse Changes in ?SSP 7D (
have no fiscal impact:. This

fiscal note is appropriate.



No.

C FISCAL NOTE C  Bill Version0 3 ~ > ~~q CFi

(S) Publish Date: ™~ "'‘Afn |
STATE OF ALASKA

1991 LEGISLATIVE SESSION

Revision Date: Department Affected: Administration
Title: "An act relating to taxation by municipalities BRU: Retirement and Benerits

of property of governmental agencies" Component:  Retirement and Benefits
SponsonSenate Community and Regional affairs Committee
Requestor COMPONENT SERIAL MO. 64

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY92 FY
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EOUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

3
3
2

coococoocooo
©Cooocoocooog
Cooocoocooo

ooooooooolﬂ
coococococoocog
coooocococoof

CAPITAL

o
o
o
o
o
o

REVENUE

o
o
o
o
o
o

FUNDING: (Thousands of dollars)
GENERAL FUND

FEDERALFUNDS

OTHER

TOTAL

[eoNeoNoNe)
[eoNeNoNo)
[eoNeNoNe]
[N o No N
O OO Oo

POSITIONS
FULL-TIVE:
PART-TIVE
TEMPORARY:

([oNeNo)
O OO
o oo
o oo
o
o OO

Estimate of current vear impact:. zero

ANALYSIS: (attach a separate paee if necessary.)

The Department of Revenue estimates that this bill will result in a decrease of S232.Q00 per vear in PERS and TRS fund
earnings. The system's actuary does not recommend a chance in the current earnings assumption of 9% because this
proposed reduction represents less than .01% of the combined funds invested. If this tvpe of restriction to the earnings
potential of the systems were to result in a reduction of the earnings assumption, a corresponding increase in the

employers rates would become ngoTSsarv. 0 1}
Prepared Bv:  Gary Bader A Phone: 465-4460
Division: Retirement and Benefits

Approved by Commissioner.
Agency: Department of Administration

Distribution (by preparer): Legislative Finance, Legislative Sponcjr, Requestor, OMB k Impacted Agcncy(ies).

Rev 10/90 Changes in CSsa la__

have no fiscal impact. This
fiscal note is appropriate.
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HOUSE CS FOR CS FOR SENATE BILL NO. 70 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATOR PEARCE
A BILL
FOR AN ACT ENTITLED
i
"An Act relating to taxation by municipalities of certain property of governmental entities; j
|

and providing for an effective date.” |
|
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.45.030(a) is amended to read:
(@) The following property is exempt from general taxation:
(1) municipal or [,] state [[ OR FEDERALLY OWNED] property, except that
(A) aprivate leasehold, contract, or other interest in the property is taxable
to the extent of the interest;
(B) notwithstanding anv other provision of law, property acquired bv
an agency, corporation, or other entity of the state through foreclosure or deed in
lieu of foreclosure and retained as an investment of a state entity is taxable: this
subparagraph does not apply to
Q) federal land granted to the University of Alaska
AS 14.40.380 or 14.40.390, or to other land granted to the university bv the

-1- HCS CSSB 70(FIN)
New 7p.vr Under\irad [DELETED TEXT BRACKETED I
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siate to replace land that had been granted under AS 14.40.380 or 14.40.390:
(i) property exempt from municipal taxation under

AS 14.25.200(a):

(iii)  property exempt from municipal taxation under

AS 39.35.500:

(C) an ownership interest of a municipality in real property located
outside the municipality acquired after December 31. 1990. is taxable by another
municipality; however, a borough may not tax an interest in real property located
in the borough and owned bv a citv in that borough;

(2) household furniture and personal effects of members of a household;

(3) property used exclusively for nonprofit religious, charitable, cemetery,
hospital, or educational purposes;

(4) property of a nonbusiness organization composed entirely of persons with 90
days or more of active service in the armed forces of the United States whose conditions of
service and separation were other than dishonorable, or the property of an auxiliary of that
organization;

(5) money on deposit;

(6) the real property of certain residents of the state to the extent and subject to
the conditions provided in (e) of this section;

(7) real property or an interest in real property that is exempt from taxation under
43 U.S.C. 1620(d), as amended.;

(8) property of a political subdivision, agency, corporation, or other entity
of the United States to the extent required bv federal law; except that a private leasehold,

contract, or other interest in the property is taxable to the extent of that interest.

* Sec. 2. AS 29.45 is amended by adding a new section to read:

Sec. 29.45.295. COLLECTION OF DELINQUENT TAXES ON CERTAIN
GOVERNMENTAL PROPERTY. AS 29.45.300 - 29.45.490 do not apply to property taxable
under AS 29.45.030(a)(1)(B) or (C) or to 1-deral property notexempted under
AS 29.45.030(a)(8). A municipalitymay bring an action in the superior court to compel payment
of property taxes due from the state, municipal, or federal entity if the entity does not pay the

amount due within six months after the date that the taxes are due.

HCS CSSB 70(FIN) 2-

New Texr. (Jrcinr! inrd {DELETED TEXT BRACKETEDI



Sec. 3. AS 44.88.140(a) is amended to read:

(@) Except as provided in AS 29.45.030(a)(1). the [THE] real and personal property of
the authority and its assets, income, and receipts are declared to be the property of a political
subdivision of the state and, together with any project or development project financed under
AS 44.88.155 - 44.88.159 or 44.88.172 - 44.88.177, and a leasehold interest created in a project
or development project financed under AS 44.88.155 - 44.88.159 or 44.88.172 - 44.88.177,
devoted to an essential public and governmental function and purpose, and the property, assets,
income receipts, project, development project, and leasehold interests shall be exempt from all
taxes and special assessments of the state or a political subdivision of the state, including, without
limitation, all boroughs, cities, municipalities, school districts, public utility districts and other
taxing units. All bonds of the authority are declared to be issued by a political subdivision of
the state and for an essential public and governmental purpose and to be a public instrumentality,
and the bonds, and the interest on them, the income from them and the transfer of the bonds, and
all assets, income and receipts pledged to pay or secure the payments of the bonds, or interest
on them, shall at all times be exempt from taxation by or under the authority of the state, except
for inheritance and estate taxes and taxes on transfers by or in contemplation of death. Nothing i
in this section affects or limits an exemption from license fees, property taxes, or excise, income j
or any other taxes, provided under any other law, nor does it create a tax exemption with respect j
to the interest of any business enterprise or other person, other than the authority, in any propeity, :
assets, income, receipts, project, development project, or lease whether or not financed under this i
chapter. By January 10 of each year, the authority shall submit to the governor and the
legislature a report describing the nature and extent of the tax exemption of the property, assets,
income, receipts, project, development project and leasehold interests of the authority under this
section.

Sec. 4. This Act takes effect January 1, 1992.

3 HCS CSSB 70(FIN)
>lew Taa. “indnrljned IDELETED TEXT BRACKETED!
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CS FOR SENATE BILL NO. 70 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE FINANCE COMMITTEE

Offered: 3/29/91
Referred: Rules

Sponsors): SENATOR PEARCE

A BILL

FOR AN ACT ENTITLED

* Section 1. AS 14.25.200(a) is amended to read:

(a) Except as provided in AS 29.45.030(a)(1). member [MEMBER] contributions and
other amounts held in the system on behalf of a member or other person who is or may become
eligible for benefits under the system are exempt from Alaska state and municipal taxes and are
not subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, or charge
of any kind, cither voluntary or involuntary, before they are received by the person entitled to
the amount under the terms of the system, and any attempt to anticipate, alienate, sell, transfer,
assign, pledge, encumber, charge, or otherwise dispose of any right to amounts accrued in the
system is void. However, a member’s right to receive benefits may be assigned under a qualified
domestic relations order.

* Sec. 2. AS 29.45.030(a) is amended to read:

SB0O0O70C -1- CSSB 70(FIN)
New Text Underlined [DELETED TEXT BRACKETED]
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(@) The following property is exempt from general taxation:

(1) municipal or [,] state [[ OR FEDERALLY OWNED] property, except that

(A) a private leasehold, contract, or other interest in the property is taxable
to the extent of the interest;

(B) notwithstanding any other provision of law, property acquired by
an agency, corporation, or other entity of the state through foreclosure or deed in
lieu of foreclosure and retained as an investment of a state entity is taxable;

(C) an ownership interest of a municipality in real property located
outside the municipality acquired after December 31. 1990, is taxable bv another
municipality; however, a borough inav not tax an interest in real property located
in the borough and owned bv a city in that borough;

(2) household furniture and personal effects of members of a household;

(3) property used exclusively for nonprofit religious, charitable, cemetery,
hospital, or educational purposes;

(4) property of a nonbusiness organization composed entirely of persons with 90
days or more of active service in the armed forces of the United States whose conditions of
service and separation were other than dishonorable, or the property of an auxiliary of that
organization;

(5) money on deposit;

(6) the real property of certain residents of the state to the extent and subject to
the conditions provided in (e) of this section;

(7) real property or an interest in real property that is exempt from taxation under
43 U.S.C. 1620(d), as amended!

(8) property of a political subdivision, agency, corporation, or other entity
of the United States to the extent required bv federal law; except that a private leasehold.
contract, or other interest in the property is taxable to the extent of that interest.

* Sec. 3. AS 29.45 is amended by adding a new section to read:

Sec. 29.45.295. COLLECTION OF DELINQUENT TAXES ON CERTAIN
GOVERNMENTAL PROPERTY. AS 29.45.300 - 29.45.490 do not apply to property taxable
under AS 29.45.030(a)(1)(B) or (C) or to federal property not exempted under
AS 29.45.030(a)(8). A municipality may bring an action in the superior court to compel payment

CSSB 70(FIN) -2- SB0070c
New Text Underlined [DELETED TEXT BRACKETED]
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of property taxes due from the state, municipal, or federal entity if the entity does not pay the

amount due within six months after the date that the taxes ire due.

* Sec. 4. AS 39.35.500 is amended to read:
Sec. 39.35.500. SAFEGUARD OF EMPLOYEE FUNDS HELD BY THE SYSTEM. Except

as provided in AS 29.45.030(a)(1). employee [EMPLOYEE] contributions and other amounts

held in the system are exempt from Alaska state and local taxes. Amounts held on behalf of, or

payable to, any employee or other person who is or may become eligible for benefits under the

system are not subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance,

or charge of any kind, either voluntary or involuntary, before being received by the person

entitled to the amount under the terms of the system. An attempt to anticipate, alienate, sell,

transfer, assign, pledge, <.cumber, charge, or otherwise dispose of a right to amounts held under

the system is void. However, an employee’s right to receive benefits may be assigned under a

qualified domestic relations order.
* Sec. 5. AS 44.88.140(a) is amended to read:
(@) Except as provided in AS 29.45.030(a)(1). the [THE] real and personal property of

the authority and its assets, income, and receipts are declared to be the property of a political

subdivision of the state and, together with any project or development project financed under

AS 44.88.155 - 44.88.159 or 44.88.172 - 4"r.8S.177, and a leasehold interest created in a project
or development project financed under AS 44.88.155 - 44.88.159 or 44.88.172 - 44.88.177,

devoted to an essential public and governmental function and purpose, and the property, assets,

income, receipts, project, development project, and leasehold interests shall be exempt from all

taxes and special assessments of the state or a political subdivision of the state, including, without

limitation, all boroughs, cities, municipalities, school districts, public utility districts and other

taxing units. All bonds of the authority are declared to be issued by a political subdivision of

the state and for an essential public and governmental purpose and to be a public instrumentality,

and the bonds, and the interest on them, the income from them and the transfer of the bonds, and

all assets, income and receipts pledged to pay or secure the payments of the bonds, or interest

on them, shall at all times be exempt from taxation by or under the authority of the state, except

for inheritance and estate taxes and taxes on transfers by or in contemplation of death. Nothing

in this section affects or limits an exemption from license fees, property taxes, or excise, income

or any other taxes, provided under any other law, nor does it create a tax exemption with respect

SB0070c
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to the interest of any business enterprise or other person, other than the authority, in any property,
assets, income, receipts, project, development project, or lease whether or not financed under this
chapter. By January 10 of each year, the authority shall submit to the governor and the
legislature a report describing the nature and extent of the tax exemption of the property, assets,
income, receipts, project, development project and leasehold interests of the authority under this
section.

* Sec. 6. This Act takes effect January 1, 1992.

CSSB 70(FIN) -4- SB0070c
New Text Underlined [DELETED TEXT BRACKETED]
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05/14/91

AMENDMENT

OFFERED IN THE HOUSE
TO: CSSB 70 (FINANCE)

Page 2, line 7, after "taxable:™

Insert “this subparagraph does not apply to federal land granted to the University of Alaska
under AS 14.40.380 or 14.40.390, or to other land granted to the university bv the state to replace
land that had been granted under AS 14.40.380 or 14.40.390:"



SUBJECT: Municipal taxation (HCS CSSB 70(FIN))

TO: Kris Gray
Chief Clerk
FROM: Representative Mike Navarre, Co”bair

Representative Eileen MacLean, Co-chair

House Finance Committee
On May 19, 1991 the House Finance Committee reported out HCS CSSB 70(Fin)
incorporating an amendment to delete sections 1 and 4 from the bill. The intended
effect of this amendment was to preserve the tax exempt status of property owned
by the Teacher’s Retirement System and the Public Employee’s Retirement System.
Along with deleting the two sections, the Legal Services Division was requested to

accomplish this purpose in preparing the final.

Although Legal Services Division modified the language in AS 29.45.030(a)(1)(B)
contained in section 1of the HCS, the change did not accomplish the purpose as a
technical matter. To accomplish this purpose, AS 29.45.030(a)()(B)(ii) and (iii)

should read:

(i) an interest in property of the Teacher’s Retirement System
under AS 14.25;
(ifi) an interest in property of the Public Employee’s Retirement

System under AS 39.35;



Please prepare a corrected HCS CSSB 70(FIN) making this correction.

TBC:gc

91-268.glc

cc: Representative Johnny Ellis, Chair
House Rules Committee
Tamara Brandt Cook, Director

Division of Legal Services



Brian Rogers
Vies Prsaldenl lor Financs
(607)474-7448

May 16, 1991 University of Alaska

Fairbanks, Alaska 99775-6260
Senator Drue Pearce SENT VIA FAX THIS DAY TO: 463-5352
P.O. BoxV

Juneau, AK 99811
Dear Senator Pearce:

Thank you for your assistance in seeking an amendment to CSSB 70 (Fin)
exempting University of Alaska trust land from the municipal taxation provisions,

The university received a series of land grants from the federal government
under legislation enacted in 1915, 1929, and 1959. That trust land was managed
by the State of Alaska for a period of time and became the subject of litigation
between the state and university in the late 1970s. The state has since
reconstituted the wuniversity trust in a fashion similar to the current mental
health trust settlement. Municipal selection of university trust lands after 197 8
led to subsequent litigation which required replacement land to be made
available to the university.

In the university land settlements, the university received subdivision properties
and mortgage contracts from the state. Based on the history of subdivision sales
and contract management since the 1982 settlement, approximately 12% of
contracts and deeds oftrust default and become subject to foreclosure actions.
Most of the foreclosures which result from these defaults are on unimproved
properties, which do not require municipal services. The university estimates
that annual taxes of $83,500 would be required on the foreclosed properties until
the properties can be resold. This payment would reduce the amount of funding
available for natural resource-related research and educational projects at the

university.

Once again, thank you for your assistance. Please do not hesitate to contact me if
you have any questions.

Vice President for Finance

CC: Jerome Komisar, President
Bill Kauffman, Vice President and General Counsel
Wendy Redman, Vice President .for University Relations



Mume ip & |j P.O. BOX 196650
ANCHORAGE, ALASKA 99519-6650

(907) 343-4433
TOM FINK.

Anchora,

OFFICE OF THE MUNICIPAL MANAGER

April 30, 1991

Representative Jerry Mackie, Chairman
Community and Regional A ffairs committee

P.O. BOX V
Juneau, Alaska 99811
Re: SB 70, Municipal Taxation of certain Property

Dear Representative Mackie:

The Municipality of Anchorage supports the passage of SB 70. This

bill makes certain properties of state agencies taxable if they are
obtained through foreclosure end held by the agencies as
investments. The bill also provides for taxation of property held
by federal agencies if taxation is allowed by federal lav. It is

our understanding that there is at least one federal agency which
has refused to pay property taxes due to language contained in our
state statutes even though federal lav permits taxation.

The bill also provides that property owned by one municipality
located within another municipality is taxable. All of the
properties covered by this bill utilize services provided by the

host municipality and should not be given a competitive edge over
the private sector by being exempt from property taxes.
*

The Municipality of Anchorage does not support the exclusion of the
Teachers Retirement System nor the Public Employees Retirement
System from this bill. If these two retirement systems wish to
make investments within municipalities, they should be prepared to
bear the cost of doing business as does the private sector.
Property taxes are typical expenses in the normal business

environment.

We would appreciate your consideration of our position on this
bill. Please feel free to contact me if you have any questions.
#

Sincerely,

Larry”"D. Crawford
Municipal Manager
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WALTER J. HICKEL, GOVERNOR
o . i g BLE? R,
§ [tn\wii i'U juLTy
OF COMMUNITY & IIEGIONAL AFFAIItS L] p.o. soxa
JUNEAU. ALASKA 89811-2100
/ PHONE: (907) 465-4700

OFF/CE OF THE COMMISSIONER
I 949 E. 36TH AVENUE. SUITE 400
ANCHORAGE, ALASKA 99508-4302
PHONE: (907) 563-1073

Aprix 26, 1991
POSITION PAPER
RE: CS for Senate Bill 70 (Fin)

SPONSOR: Senator Pearce

Program Effects

Section one of the bill provides for property which 1is retained
by the State for investment purposes to become taxable by
municipal governments. Section one also makes i1t clear in
state law that federal property which |Is taxable under federal
law is taxable as well under Alaska Statutes.

The proposed amendment to the bill (7-LS0420A.1 Cook) provides
for property which 1is owned by one municipality, but 1is located

in another, to become taxable. The amendment precludes
taxation by a borough of property which 1is located within its
jurisdiction and is owned by a city within the borough. Within

boroughs, however, property belonging to one city and located

in another, would become taxable by the city within which it is
located.

Taking Fairbanks North Star Borough as an example of this;-

IT the City of North Pole owned property which were Jlocated in
the City of Fairbanks, the Fairbanks North Star Borough would
not be allowed to levy a tax against the property because the
property would be "located within a borough and owned by a city
within that borough.” That feature of the amendment would not
alter existing law. At the present time, no borough levies
property taxes against property owned by a city which is
located within that borough.

On the other hand, using the same example, any property tax
rate levied by the City of Fairbanks would be levied against
the property owned by theCity of North Pole because "municipal
real property located outside the municipality 1is taxable by
another municipality."” In this example, the real property of
the City of North Pole is located outside of North Pole and is
taxable by the City of Fairbanks.



Position Paper - CS SB 70

April 26, 1991
Page Two

Comments

The primary reason publicly owned property is typically
exempted from property taxation is because the property
normally belongs to the people who pay for the provision of
municipal services to the property, anci who would receive the
payment of tax revenues from a levy against the property. In
other words, 1iIn a case were property 1is owned by and located in
the same municipality, all residents of the municipality would
be the taxpayers, the service providers, and the recipients of
the resulting revenues. Clearly, it would simply be a waste of
time and money to levy against and collect property taxes from
such property.

In the case addressed by the amendment, however, there are two
distinctly separate groups of people involved. In the example
cited above, the people of the City of North Pole receive
services such as police protection, etc. for their property
which 1is located 1in the City of Fairbanks. The people of the
City of Fairbanks pay for and provide those services to the
property owned by North Pole. The prcposed, amendment would
provide Tfor the people of North Pole to reimburse the City of
Fairbanks through property taxation for the services provided
to.the North Pole property.

The Department supports the passage of Committee Substitute for

Senate Bill 70. Whenever practical, the Department believes
municipal services provided to property and to people should be
paid for by the recipients of the services. Committee

Substitute Senate Bill 70 directly addresses that concept.

Zj2 ., IL

Edgar Blatchford, Commissioner



217 Second Street, Suite 200 "'Juneau, Alaska 99801 miiel (907)586-1325, Fax (907)463-548(

April 8, 1991

POSITION PAPER

CS FOR SENATE BILL NO. 70 (FIN)

The Alaska Municipal League supports CS for Senate Bill No. 70 (FIN). The legislation
would require certain public entities to fairly compensate municipalities through the payment
of property taxes on certain properties which benefit from municipal services. The AML
urges the passage of the legislation to protect fiscal stability at the local level. The bill would
do three important things:

1 It would make state agency property which is acquired through foreclosure or deed in lieu
of foreclosure and retained as an investment subject to local taxation. Currently, AHFC
pays local taxes on investment property but PERS, TRS and AIDEA do not.

2. It would make property acquired after December 31, 1990 by a municipality subject to
taxation by the municipality in which the property is located except a borough could not tax
property owned by a city within that borough. Without the legislation, the residents of the
municipality in which the property of another municipality is located receives no benefit in
exchange for the tax revenue it must forego.

3. It would clarify that property owned by the federal government is subject to local taxation
to the extent required by federal law. Currently, the FDIC, FSLIC, HUD and VA pay taxes
or payments in lieu of taxes, but the FHA has chosen not to because state law is not clear.

While, traditionally, property owned by a public entity is tax exempt, the line between
private and public has become less distinct today. Certain public property is held not for
administrative or public service purposes but for investment purposes, intentionally or
unintentionally. These properties generate income and compete with property owned by the
private sector and which is subject to local taxation. The property or investment is
enhanced, or at least protected, by the municipal services provided to it, such as fire and
police protection. Therefore, such property should be subject to local taxes to protect a
municipality’s tax base and its ability to provide services, especially as state oil revenues
decline.

The AML supports CSSB 70 (FIN) and urges its passage. Thank you.

Scott AT Burgess
Executive Director

M pm hfirofthe Nintinnn! lonm ionf nnH tk.Q.Wr.Cr.ruii
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Matanuska-Susitna Borough

350 EAST DAHLIA AVE, PALMER, ALASKA 99645-6488 « PHONE 745-9680
BOROUGH ATTORNEY’S OFFICE = PHONE 745-9679

January 28, 1991

The Honorable Drue Pearce
Alaska State Senate

P.0O. Box V

Juneau, Alaska 99811

ATTENTION: Talley Johnson

Dear Senator Pearce:

SUBJECT: Taxation of Farmers Home Administration Properties

I have enclosed information related to the Matanuska-Susitna
Borough®s disagreement with Farmers Home Administration (FmHA)
regarding the taxability of properties held by that agency. As
you can see from the packet of information enclosed,
Representative Larson has requested the attorney general®s office
to provide an opinion on the taxability of the property.

Please call if | can be of further assistance or if you require
additional information on this matter.

Sincerely,
MATANUSKA-SUSITNA/BOROUGH

I ICHAEL GATTI
Borough Attorney

MG :sah
16X012891-2

enclosures w/index

31



STATE OF ALASKA V

FISCAL NOTE

1991 LEGISLATIVE SESSION

Revision Date:
Title:
Municipalities

Frshni-iry 1S, 1991
An At- RplnHng rn Tayarim hv

Component:

Sponsor: Pearce

Requestor: Senate Finance

Department Allected:
8RU: AK Industrial Dovrcrment and Export Authority

No. D

Bill Version: dSATA ~fr) (?
(S) Publish Date: S

COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE

FUVUING: (Thousands of Dollars)

Cr'NERAL FUND
FEDERAL FUNDS
OTHER

TOTAL

POSITIONS

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact

ANALYSIS: (Attach a separate page if necessary.)
in FY 93, assuming the taxable properties
the projected payments by political
rate,

rates
subdivision.

Gomnerce & Economic Development

Payment of taxes would be approximately $420.0
remain at $29 million and m ill

remain

assessed valuation and disposals

This analysis aseumes the status quo remains through FY 97 which should

constant. The attached illustrates

Amounts payable w ill vary with changes in miill

of property.

hc_glj1r>pwnr¥:r men “rur.irin. _

Prepared Bv: nor-t-mm unonnrr, Fvpniftup nimrtnr

Division: AK Industrial

Approved by Commissioner:

Agency: J enar_mppnt-__nF Hnmmprr® K F.rnnnmr C .Bevelnprnent

Glenn A.

Phnne:

Development & Export Authority Date:

fQn7l

Sfil-Rnso

March 18. 1991 /

Changes in
have no fiscal

Gsgfl 1d

impact. This

fiscal note is appropriate.

date

Comte Aide (initial!

Date:

f

(fyvi ) nee. Legislative Sponsor, Requestor, OM8, & Impacted Agency(ies)



FISCAL ROTE
SENATE BILL 70

All costs associated with this legislation will be paid from AIDEA and

Investments foreclosure reserves and do not require legislative
appropriation.

Alaska Industrial Development and Export Authority;
The tax on $29 million of defaulted loans at an average of 15 mills would
equate to approximately. $435,000. Over the years, property acquired

through foreclosures should decrease while the value of property will

increase. The first payment to local governments would be July 1, 1992
which would occur in FY93.

AS OF DECEMBER 31, 1990

AIDEA PAYMENT

NUMBER OF (Excluding Bank
LOCAL GOVERNMENT PROPERTIES  ASSESSED VALUE Owned Portion”
Municipality of Anchorage 41 $15,828,742 $257,080
Fairbanks North Star 9 4,375,387 53,695
Borough
Kenai Peninsula Borough 13 4,442,086 42,840
Matanuska-Susitna Borough 10 2,269,530 27,968
City & Borough of Juneau = 5 850,185 10,379
City & Borough of Sitka 1 501,480 6,174
City of Valdez 1 858,270 12,810
North Slope Borough _1 507.045 9.314

Total 21 $29.632.725 $420.260
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SENATE FINANCE COMMITTEE REPORT

DATE: 3/76/91 FURTHER:

DATE TURNED INTO OFFICE:

The Finance Committee considered SENATE BILL NO. 70

"An Act relating to taxation by municipalities of certain property of
governmental entities; efd."

and recommended:

/ A [A same title

[A replace with CcS 3B It) (fi-n ) [ 1  new title

[ 1 or adopt CS [1 technical

title change

& attached amendment(s) (HB only)
letter of intent adopted

[ ] do pass

[ ] do not pass

[/] no recommendation

[ ] individual recommendations

[ ] further referral to

ATTACHES NEW FISCAL NOTE(S): APPROVES PREVIOUS:
/ Dept/Date: Dept/Date:
[/] fis n ) _iXjfeD-hvastnevrh. [ ] fiscal note(s)
7

£>n/l- 7Trt«s/PEEsi>"rt3 -i/i'thl)

[A zero fTiscal note (S)J oE~AHZ/i. 4N /// [A zero fiscal note(s)
i>m - JM /n

[ ] appropriation-no fiscal note

SIGNING DO PASS:

v AD <2cch

Co-Chairs: Signatures and Recommendations



STATE OF ALASKA BILL NO. CSSB 70 (CftRA)
1991 LEGISLATIVE SESSION

Revision Date: . Department Affected: Commerce & Economic Dev

Title: An Act Relating f.n Taxation . BRU: Lnvpstmpntc _
bv Municipalities Component:

Sponsor: Pearce

Requestor: Pearce COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY B2 FY 93 FY 94 FY 95 FY 96 FY 97

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS

MISCELLANEOUS 0 16.0 . 1SJL. O JEJL L. ifi.n . .16.0
TOTAL OPERATING 0 16.0 16.0 16.0 16.0 16 n
CAPITAL 0 0 I o = n T 0-
REVENUE 0 0 0 0 0 n

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER n 16.0 16.0 16.0 16.0 16.0

TOTAL 0 16.0 16.0 16.0 16.0 15,0
POSITIONS:

FULL-TIME 0 0 0] 0 0 0

PART-TIME

TEMPORARY

Estimate of current year impact:__ 0_

ANALYSIS: (Attach a separate page if necessary.)
SEE ATTACHED

N

d
Prepared By: Martin Richard. 'Dir~tor n Phone:__465-2510
Division: Investments / Date: March 22. 1991

Approved by Commissioner: Glenn A. Olds

Agency: Department of Commerce ft Fcfinomic Development. Date: March ??2T 1QD1
Changes in CSsB 10 ) inance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
have no fiscal inpact. This
fiscal note is appropriate. Page Of_2_

date Comte Aide (iditial:!



WV
ANALYSIS - CSSB 70 (C&RA) March 22, 1991

Division of Investments:

All costs associated with this legislation will be paid from Investments' foreclosure
reserves and do not require legislative appropriation.

The Division of Investments has reviewed the fund-owned repossessed property and
estimated the propert¥ tax that would have been paid to municipalities in 1990 if the
state were not exempt from property taxes.

Boroughs currently require the state to pay taxes the year that the property is
repossessed. After notifying the boroughs that the property is owned by the state, future
years: taxes are exempt.

The following breakdown by taxingjurisdiction has been adjusted for these amounts:

BOROUGH TOO1RE TAXES  CURRENTPROCEDURES  INCREASE
Mat-Su $ 81840 $ 81840
Anchorage 12,876.57 $2,908.72 9,967.85
Juneau . 4,744.96 4,744.96
Fairbanks 2,003.63 1,619.56 384.07
Ketchikan 238.25 238.25
' S20.681.81 $4.528.28 $1®153,33

It is anticipated that the 1992 tax amounts would not be materially different from the
1991 taxes.

Page 2 of2



STATE OF ALASKA BILL NO-CS for S.B. 70 (QRM
1991 LEGISLATIVE SESSION

Revision Date: Fphnnry 1ST 11 , Department Altected: Conmerce & Economic Development
Title: An Arr Rplaf-ing fn Tpynfinn hv . BRU: AK Industrial Deveooment and Export Authority
Municipalities Component:

Sponsor: Ppnrr.p

Requestor: Senate Finance COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS

MISCELLANEOUS 0 4001 400,0 400.0 400.0 400.0
TOTAL OPERATING 0 400.0 400.0 400.0 400.0 400.0
CAPITAL M Q.N

REVENUE 0 i Q 0 0 - 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER 0 400.0 400.0 400.0 400.0 400.0
TOTAL 0 400.0 400.0 400.0 400.0 400.0
POSITIONS:
FULL-TIME
PART-TIME NO aFE
TEMPORARY
Estimate of current year impact: - 0 -
ANALYSIS: (Attach a separate page if necessary.) Payment of taxes would be approximately $420.0
in FY 93, assuming the taxable properties remain at $29 m illion and mill rates remain
constant. The attached illustrates the projected payments by political subdivision.
Amounts payable w ill vary with changes in mill rate, assessed valuation and disposals
of Properp/ This analysis assumes the status quo remains through FY 97 which should
-he—the "'wnrct r-qgp qrpnnrin
Prepared By: Rprt-rnm ffr Mngnnr/\F.YPr-iiriup -JUi-prt-nr Phone: ron?} Sfil-ROSO
Division: AK Industrial Development & Export Authority Date: March 18. 1991
Approved by Commissioner: Glenn A.O I d S _
Agency: -flpnaj*mp.nt*nf Comrnprcr, hF.rnnnmic Develnflmenr Date:. -

Changes in GSS/3 7D (jPw ) nee. Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

have no fiscal inpact. This
fiscal note is appropriate. Page —o

y
hate Comte Aide (initial)



FISCAL NOTE
SENATE BILL 70

AH costs associated with this legislation will be paid from AIDEA and
Investments foreclosure reserves and do not require legislative
appropriation.

Alaska Industrial Development and Export Authority;

The tax on $29 million of defaulted loans at an average of 15 mills would
equate to approximately. $435,000. Over the years, property acquired
through foreclosures should decrease while the value of property will

increase. The Tfirst payment to local governments would be July 1, 1992
which would occur in FY93.

AS OF DECEMBER 31, 1990

AIDEA PAYMENT

HUMBER OF (Excluding Bank
LOCAL GOVERNMENT PROPERTIES ~ ASSESSED VALUE  Owned Portion)
Municipality of Anchorage 41 $15,828,742 $257,080
Fairbanks North Star 9 4,375,387 53,695

Borough

Kenai Peninsula Borough 13 4,442,086 42,840
Matanuska-Susitna Borough 10 2,269,530 27,968
City fe Borough, of Juneau 5 850,185 10,379
City fe Borough of Sitka 1 501,480 6,174
City of Valdez 1 858,270 12,810
North Slope Borough !l - 507.045 9.314

Total | to, $420.260



STATE OF ALASKA BILL NO. CSSB 70

V1991 LEGISLATIVE SESSION
i
Revision Date: March 19. 1991 Department Affected: Revenue

Title:  An act relating to taxation of certain State property bv municipalities BRU: Treasury/PERS & TRS
Component:

Sponsor: Pearce
Requestor: Senate C & RA Component Serial No.

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS

MISCELLANEOUS 116.5 200.0 175.0 150.0 125.0 100.0
100.0

TOTAL OPERATING 116.5 200.0 175.0 150.0 125.0

CAPITAL

REVENUE
FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER 116.5 200.0 175.0 150.0 125.0 10C.0
TOTAL 116.5 200.0 175.0 150.0 125.0 100.0

POSMONS:

FULL-TIME
PART-TIME

TEMPORARY .
sslimate ol current year ImpacfT

ANALYSIS: The tax cost on the March 12, 1991 balance of $21.6 million of foreclosed real estate loans owned by the retirement
funds using average mill rates by location equates to $232,962. This tax cost approximates a statewide levy of 10.8 mills. Loan
balances were used because it would not be practical to obtain current assessed values on each of the properties. Using assessed
values may result in a higher or lower tax result. The effective date of January 1, 1992 would create a tax bill of approximately
$116.5 for FY 92. Over the years, property acquired through foreclosure should decrease because of tire improved State economy
and reduction in real properties owned.

Teparcd by: Brian 0. Andrewsf Phone:  465-2350

Division:  Treasury Date: March 19. 1991

Approved by Commissioner:

Agency: Revenue

o . . . . Changes in 7.0 ([?>1)
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, i j~ve no fiscal ntpaefc.—This
Rev 10/90 fiscal note is appropriate.

Oomrp Atrip. (initial



STATE OF ALASKA

OFFICE OF THE GOVERNOR

BILL ANALYSIS

DEPARTMENT DIVISION BILL NUMBER SPONSOR
Revenue Treasury CS SB 70 Pearce

SHORT TTTLE CF BILL
An act relating to taxation of certain State property by municipalities

DEPARTMENT POSITION

See below.

PREPARED BY /> \ | /N DATE COMM|SS|ONEﬂSpBI’T DATE
Brian C. A n d re w ~ 'Pf/L 3-19-91
SUMMARY
OTHER AGENCIES AFFECTED BY BILL CONSTITUENT GROUPfS) AFFECTEO BY BILL
AIDEA
ORGANIZATIONAL SUPPORT FOR E'LL ORGANIZATIONAL OPPOSITION TO BILL
M unicipalities and local government
FISCAL IMPACT: O NONE &1 FISCAL NOTE ATTACHED
BACKGROUNDILEGISLATIVE INTENT
The intent of this b ill is to place all real property of PERS and TRS onto the tax rolls
of the municipality within which it is located. Current law exempts such property from !

taxation.

<0 L.,

] - fier-. V're

ANALYSIS OF EILUPROGRAM EFFECTS - e e e . Y r.V.tf-iv v

| Makes'a Il real propertyof-the PERS and TRS subject to real property '"taxes" e ffective
January 1, 1992. PERS and TRS have no direct single ownership of real estate investments.

= MRS and TRS properties that were once .collateral to ;loans and .through .default-.have since
become other real estate owned, would result in an annual.tax b ill of approximately $232,962
based on loan balances wusing average actual m ill.rates by location.'" This results'in an
average 10.8 m ill levy for all property. Loan balances were used because it is not
practical to obtain assessed values. Assessed values may'be higher or lower than Jloan .
balances. RGN D oo e . « .. >V . . . " [ ] *

DEPARTMENT POSITION —

Opposed because las'fiduciary, endorsing such action would'not be in the-.best interest of

*

beneficiaries.-

PLEASE ATTACH A SEPARATE SHEET FOR AOOfTXINAL COMMENTS OR ANALYSIS.

QL-008 (W 1y



P.2
NOTE

OF ALASKA BILL NO0._Sfl7Q fCRA)
15> LEGISLATIVE  SESSION

Revision Date; _ _ S _ Department _Affected:  Revenue
Titk: An Act relating to taxation bv municipalities of ccrtlan property of BRU: Alaska Housing Finance Corporation

governmental entities: and for an effective date. Component:  Alaska Housing Finance Corporation
Sponsor: Senator Pearec Requestor:

COMPONENT SERIAL NO. 1 1 ¢

OPERATING FY 92
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING

CAPITAL

[FREVENUE

FUNDING: (THOUSANDS OF DOLLARS)
GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

Estimate of current year impact:

ANALYSIS: (Attach a separate page if necessary.)

Prepared By: Judy DeSimin Phone: 19071561-1900
Division: Alaska Housing Finance Corporation/Adgiinisti*fon Date: March 77. 1991

Approved by Commissioner

Agency; 0 rffo o _ Date:

Distribution (by preparer): legislative Finance, Legislative Sponsor, Requestor, OMB, & Impae Changes in. C-3SG> 10 ( fayf
have no fiscal impact.This

Rev io/D fiscal note is appropriate.

<5910 R T
' date Comte Aide (irdtial



FISCAL NOTE
BILL NO. CSSB 70
STATE OF ALASKA
1991 LEGISLATIVE SESSION

Revision Date: Department Affected: Administration
Title: "An actrelating to taxation by municipalities BRU: Retirement and Benefits

of property of governmental agencies” Component: Retirementand Benefits
Sponsor.-Senate Community and Regional affairs Committee
Requestor COMPONENT SERIAL NO. 64

Expenditures/Revenues: (Thousands of Dollars)

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SIPPIJFS

EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL 0 0 0 0 0 0
|[REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of dollars)

GENERALFUND 0 0 0 0 0 0
FEDERALFUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 *0 0
POSITIONS

FULL-IIMF.: 0 0 0 0 0 0
PART-TIME: 0 0 0 0 0

TEMPORARY: 0 0 « 0 0 0 0
Estimate of current year impact: zero

ANALYSIS: (attach a separate page if necessary.)

The Department of Revenue estimates that this bill will resultin a decrease of $232.000 per vear in PERS and TRS fund
earnines. The system's actuary does notrecommend a chanee in the current earnines assumption of 9% because this
proposed reduction represents less than .01% of the combined funds invested. If this type of restriction to the earnings
potential of the svstems were to result in a reduction of the earnines assumption, a corresponding increase in the

employers rates would become nqcissarv. t> f)

Prepared Bv: Gaﬁ/ Bader / Phone: 465-4460
bnisioh/:. fl?le 'remen!an(‘f E(/en'emg" / ~ Date:

Approved by Commissioner: Millett Keller <g—~Dnte: 2 $f
Agency: Department of Administration ( )

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB & Impacted Agency(ios).

Rev 10/90 Changes in 7n (Fr*)
have no fiscal impact. This
fiscal note is appropriate.

AN hotoa i baTd



No. /
FISCAL NOTE (~ Bill Version: -S fS 7 Q
(S) Publish Date: /

C

STATE OF ALASKA
1991 LEGISLATIVE SESSION

Revision Date: Deﬁartment Affected: Community & Regional Affairs
Title: "An Act relating to taxation..of S
certain property of governmental.. Component:

Sponsor:  Senator Pearce

Requestor: Senate C&RA Committee COMPONENT SER|A|_ NO

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY @ FY B FY A FY % FY % FY 97

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0- 0- - 0- o -0
CAPITAL 1
REVENUE

FUNDING:’ (Thousands of Dollars)

GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS
OTHER

TOTAL -0- 0- -0- -0- -o- -0-
POSITIONS:

FULL-TIME -0- 0- 0- 0- 0- 0-
PART-TIME

TEMPORARY

Estimate of current year impact:.

ANALYSIS: (Attach a separate page if necessary.) ﬁ:\f/ig grl]?g fiscal impact. This

fiscal note is appropriate.

*dare Comte'Aide ('initial)
Prepared By: Remond Henderson, Director 465- 4708
Division: Administrative Services Date: £//3A I-
Approved by Commissjoner: - - Changes in /[?£££> 7 ft ()
Agency Community s Regional Affairs have no fiscal impact. This

_ ~ fiscal note is appropriate.
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Reqi

s/xtlv
Rev 10/90 date Comt



7-LS042CNJ

CS FOR SENATE BILL NO. 70 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATOR PEARCE

A BILL
FOR AN ACT ENTITLED I
"An Act relating to taxation by municipalities of certain property of governmental entities;

and providing for an effective date.”

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

* Section 1. AS 14.25.200(a) is amended to read:

(@) Except as provided in AS 29.45.030(a)(1), member [MEMBER] contributions and !
other amounts held in the system on behalf of a member or other person who is or may become ;
eligible for benefits under the system are exempt from Alaska state and municipal taxes and are i
not subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, or charge i
of any kind, either voluntary or involuntary, before they are received by the person entitled to |
the amount under the terms of the system, and any attempt to anticipate, alienate, sell, transfer, J
assign, pledge, encumber, charge, or otherwise dispose of any right to amounts accrued in the |
system is void. However, a member’s right to receive benefits may be assigned under a qualified
domestic relations order.

* Sec. 2. AS 29.45.030(a) is amended to read:

-1- CSSB 70(FIN)
New Text Underlined [DELETED TEXT BRACKETED]



1 (@) The following property is exempt from general taxation:
2 (1) municipal or [] state [[ OR FEDERALLY OWNED] property, except that
3 (A} a private leasehold, contract, or other interest in the property is taxable
4 to the extent of the interest;
5 (B) notwithstanding any other provision of law, property acquired bv
6 an agency, corporation, or other entity of the state through foreclosure or deed in
7 lieu of foreclosure and retained as an investment of a state entity is taxable:
8 (C) an ownership interest of a municipality in real property located
9 outside the municipality acquired after December 31. 1990, is taxable bv another
10 municipality; however, a borough may not tax an interest in real property located
11 in the borough and owned by a citv in that borough;
12 (2) household furniture and personal effects of members of a household;
13 (3) property used exclusively for nonprofit religious, charitable, cemetery,
14 hospital, or educational purposes;
15 (4) property of a nonbusiness organization composed entirely of persons with 90
16 days or more of active service in the armed forces of the United States whose conditions of
17 service and separation were other than dishonorable, or the property of an auxiliary of that
18 organization;
19 (5) money on deposit;
20 (6) the real property of certain residents of the state to the extent and subject to
21 the conditions provided in (e) of this section;
22 (7) real property or an interest in real property that is exempt from taxation under
23 43 U.S.C. 1620(d), as amended”
24 (8) property of a political subdivision, agency, corporation, or other entity
25 of the United States to the extent required bv federal law; except that a private leasehold.
26 contract, or other interest in the property is taxable to the extent of that interest.
27  * Sec. 3. AS 29.45 is amended by adding a new section to read:
28 Sec. 29.45.295. COLLECTION OF DELINQUENT TAXES ON CERTAIN
29 GOVERNMENTAL PROPERTY. AS 29.45.300 - 29.45.490 do not apply to property taxable
I30 under AS 29.45.030(a)(1)(B) or (C) or to federal property not exempted under
31 AS 29.45.030(a)(8). A municipality may bring an action in the superior court to compel payment
CSSB 70(FIN) -2-
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of property taxes due from the state, municipal, or federal entity if the entity does not pay the
amount due within six months after the date that the taxes are due.
Sec. 4. AS 39.35.500 is amended to read:
Sec. 39.35.500. SAFEGUARD OF EMPLOYEE FUNDS HELD BY THE SYSTEM. Except
as provided in AS 29.45.030(a)(1), employee [EMPLOYEE] contributions and other amounts
held in the system are exempt from Alaska state and local taxes. Amounts held on behalf of, or
payable to, any employee or other person who is or may become eligible for benefits under the
system are not subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance,
or charge of any kind, either voluntary or involuntary, before being received by the person
entitled to the amount under the terms of the system. An attempt to anticipate, alienate, sell,
transfer, assign, pledge, encumber, charge, or otherwise dispose of a right to amounts held under
the system is void. However, an employee’s right to receive benefits may be assigned under a
qualified domestic relations order.
* Sec. 5. AS 44.88.140(a) is amended to read:

(a) Except as provided in AS 29.45.030(a)(1), the [THE] real and personal property of
the authority and its assets, income, and receipts are declared to be the property of a political j
subdivision of the state and, together with any project or development project financed under
AS 44.88.155 - 44.88.159 or 44.88.172 - 44.88.177, and a leasehold interest created in a project
or development project financed under AS 44.88.155 - 44.88.159 or 44.88.172- 44.88.177, -
devoted to an essential public and governmental function and purpose, and the property, assets,
income, receipts, project, development project, and leasehold interests shall be exempt from all
taxes and special assessments of the state or a political subdivision of the state, including, without
limitation, all boroughs, cities, municipalities, school districts, public utility districts and other j
taxing units. All bonds of the authority are declared to be issued by a political subdivision of
the state and for an essential public and governmental purpose and to be a public instrumentality,
and the bonds, and.the interest on them, the income ffom them and the transfer of the bonds, and
all assets, income and receipts pledged to pay or secure the payments of the bonds, or interest
on them, shall at all times be exempt from taxation by or under the authority of the state, except
for inheritance and estate taxes and taxes on transfers by or in contemplation of death. Nothing
in this section affects or limits an exemption from license fees, property taxes, or excise, income

or any other taxes, provided under any other law, nor does it create a tax exemption with respect
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to the interest of any business enteiprise or other person, other than the authority, in any property,
assets, income, receipts, project, development project, or lease whether or not financed under this

chapter. By January 10 of each year, the authority shall submit to the governor and the

income, receipts, project, development project and leasehold interests of the authority under this

1
2
3
4 legislature a report describing the nature and extent of the tax exemption of the property, assets,
5
6 section.

7

* Sec. 6. This Act takes effect January 1, 1992.
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PV
CS FOR SENATE BILL NO. 70 (€RA)

IN THE LEGISLATURE OF THE STATE OF ALASKA
oo - \ "[

SEVENTEENTH LEGISLATURE -TIRST SESSION

BY THE SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Offered: 2/15/91
Referred: Labor & Commerce and Finance

Sponsors):  SENATOR PEARCE

A BILL

FOR AN ACT ENTITLED

"An Act relating to taxation by municipalities of certain property of governmental entities;
and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.25.200(a) is amended to read:

(@) Except as provided in AS 29.45.030(a)(1). member [MEMBER] contributions and
other amounts held in the system on behalf of a member or other person who is or may become
eligible for benefits under the system are exempt from Alaska state and municipal taxes and are
not subject to anticipation, alienation, sale, transfer, assignment, pledge,.encunjbp”e, or charge
of any kind, either voluntary or involuntary, before they are received by the person entitled to
the amount under the terms of the system, and any attempt to anticipate, alienate, sell, transfer,
assign, pledge, encumber, charge, or otherwise dispose of any right to amounts accrued in the
system is void. However, a member’s right to receive benefits may be assigned under a qualified
domestic relations order.

* Sec. 2. AS 29.45.030(a) is amended to read:
SB0070B -1- CSSB 70(CRA)
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(a) The following property is exempt from general taxation:

(1) municipal or [,] state [[ OR FEDERALLY OWNED] property, except that

(A) a private leasehold, contract, or other interest in the property is taxable
to the extent of the interest;

(B) notwithstanding any other provision of law, property acquired bv
an agency, corporation, or other entity of the state through foreclosure or deed in
lieu of foreclosure and retained us an investment of a state entity is taxable:

(C) an ownership interest of a municipality in real property located
outside the ilr%ql%vivcei‘g:)lél»i?%ﬁ?aegé%iiei\t/X/Oénother municipality; however, a borough may
not tax an interest in real property located in the borough and owned bv a city in
that borough:

(2) household furniture and personal effects of members of a household;

(3) property used exclusively for nonprofit religious, charitable, cemetery,
hospital, or educational purposes

(4) property of a nonbusiness organization composed entirely of persons with 90
days or more of active service in the armed forces of the United States whose conditions of
service and separation were other than dishonorable, or the property of an auxiliary of that
organization;

(5) money on deposit;

(6) the real property of certain residents of the state to the extent and subject to
the conditions provided in (e) of this section;

(7) real property or an interest in real property that is exempt from taxation under
43 U.S.C. 1620(d), as amended,;

(8) property of a political subdivision, agency, corporation, or other entity
of United States to the extent required bv federal law; except that a private leasehold,
contract, or other interest in the property is taxable to the extent of that interest.

* Sec. 3. AS 29.45 is amended by adding a new section to read:

Sec. 29.45.295. COLLECTION OF DELINQUENT TAXES ON CERTAIN
GOVERNMENTAL PROPERTY. AS 29.45.300 - 29.45.490 do not apply to property taxable
under AS 29.45.030(a)(1)(B) or (C) or to federal property not exempted under
AS 29.45.030(a)(8). A municipality may bring an action in the superior court to compel payment
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1 of property taxes due from the state, municipal, or federal entity if the entity does not pay the
2 amount due within six months after the date that the taxes are due.

3  *Sec. 4. AS 39.35.500 is amended to read:

4 Sec. 39.35.500. SAFEGUARD OF EMPLOYEE FUNDS HELD BY THE SYSTEM.
5 Except as provided in AS 29.45.030(a)(1). employee [EMPLOYEE] contributions and other
6 amounts held in the system are exempt from Alaska state and local taxes. Amounts held on
7 behalf of, or payable to, any employee or other person who is or may become eligible for
8 benefits under the system are not subject to anticipation, alienation, sale, transfer, assignment,
9 pledge, encumbrance, or charge of any kind, either voluntary or involuntary, before being
10 recewed by the person entitled to the amount under the terms of the system. An attempt to
11 anticipate, alienate, sell, transfer, assign, pledge, encumber, charge, or otherwise dispose of a
12 right to amounts held under the system is void. However, an employee’s rightto receive benefits
13 may be assigned under a qualified domestic relations order.

14 * Sec. 5. AS 44.88.140(a) is amended to read:

15 (a) Except as provided in AS 29.45.030(a)(1). the [THE] real and personal property of
16 the authority and its assets, income, and receipts are declared to be the property of a political
17 subdivision of the state and, together with any project or development project financed under
18 AS 44.88.155 - 44.88.159 or 44.88.172 - 44.88.177, and a leasehold interest created in a project
19 or development project financed under AS 44.88.155 - 44.88.159 or 44.88.172 - 44.88.177,
20 devoted to an essential public and governmental function and purpose, and the property, assets,
21 income, receipts, project, development project, and leasehold interests shall be exempt from all
22 taxes and special assessments of the state or a political subdivision of the state, including, without
23 limitation, all boroughs, cities, municipalities, school districts, public utility districts and other
24 taxing units. All bonds of the authority are declared to be issued by a political subdivision of
25 the state and for an essential public and governmental purpose and to be a public instrumentality,
26 and the bonds, and the interest on them, the income from them and the transfer g f the bonds, and
27 all assets, income and receipts pledged to pay or secure the payments of the bonds, or interest
28 on them, shall at all times be exempt from taxation by or under the authority of the state, except
29 for inheritance and estate taxes and taxes on transfers by or in contemplation of death. Nothing
30 in this section affects or limits an exemption from license fees, property taxes, or excise, income
31 or any other taxes, provided under any other law, nor does it create a tax exemption with respect
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to the interest of any business enterprise or other person, other than the authority, in any property,
assets, income, receipts, project, development project, or lease whether or not financed under this
chapter. By January 10 of each year, the authority shall submit to the governor and the
legislature a report describing the nature and extent of the tax exemption of the property, assets,
income, receipts, project, development project and leasehold interests of the authority under this
section.

* Sec. 6. This Act takes effect January 1, 1992.
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Alaska State Legislature

3111 C Street, Suite 150

Anchorage, Alaska 99503 P.O. Box V
(907) 561-2038 Juneau, Alaska 99811
(907) 465-4993
District G
MEMORANDUM
TO: Senator Pat Pourchot, Co-Chair
Senator Jay Kerttula, Co-Chair
Senator Jim Duncan, Vice-Chair
Senator Al Adams
Senator Lyman Hoffman
Senator Dick Shultz
Senator Rick Uehling
Senate Finance Committee
FROM: Senator Drue Pearc
DATE: March 19, 1991
RE: CSSB 70 (C&RA), Taxation by municipalities of certain

property of governmental entities
CSSB 70 (C&RA) 1is on the Senate Finance Committee calendar
tomorrow, Wednesday. The following is an amendment I would like
to offer to the committee:
TO: CSSB 70 (C&RA)

Page 2, line 9, following the first ™municipality”:
Insert "acquired after December 31, 1990,"

This amendment would provide that property located in another
municipality prior to January 1, 1991 would not be subject to
taxation. This would address possible revenue bond financing
problems that could arise because of taxes unforeseen at the time
financing was secured.

If you have any objections to this amendment, please call Tally
Johnson of my staff.

Thank you.
DP:tej

Attachment
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amendment

OFFERED IN THE SENATE
TO: CSSB 70(CRA)

BY SENATOR PEARCE

Page 2, line 9, after "the municipality 1P

Insert "acquired after December 31. 1990,"



Fairbanks North Star Borough

809 Pioneer Road P.O. Box 71267 Fairbanks, Alaska 99707-1267 907/459-1000

May 19, 1993

Kath%,Holmqwst
Committee Secretary
Senate Finance Committee
Mail Stop. 3100

State Capito
Juneau, AK 99801-1182

Re: Senate Bill 70
Dear Ms. Holmauist:
Thank t3)/ou for the cor?ies of the files you sent to me on the above-referenced
sengte Dill. | have enclosed two gocuments from the copies you Sent and a
certification for your signature. Please sulgn the certification and have your
signature notarized, then return it to me af the above address.

| appreciate all your help in this matter. |f you have any questions, please call
mepgt 459-1318.y d y e P

Thank you.
Very truly yours,

BILLIE JyKLINE
Paralegal



CERTIFICATION

I, Kathy Holmquist, Committee Secretary, hereby certify that the attached
memo to Representatives Mike Navarre and Eileen MacLean from Senator Drue Pearce,
dated May 16, 1991, which is labeled Attachment 2, is a true and correct copy of the
original kept on file at the Senate Finance Committee Office in Juneau, Alaska and that
the attached portion of the Senate Finance Committee minutes dated March 22, 1991,
which is labeled Attachment 3, is a true and correct copy of the original kept on file at
the Senate Finance Committee Office in Juneau, Alaska.

DATED this 0?/— day of , 1993.

KATHYHOLMQUI

SUBSCRIBED AND SWORN TO BEFORE ME on this 0?/
» 1993.

INotary Public in and Tor Alaska
Commission Expires:

day of



Alaska State Legislature

3111 C Street, Suite 150 DurinS Session;
Anchorage, Alaska 99503 | B°x V
(907)561-2038 \ I Juneau, Alaska 99811
907) 465-4993

Senator Drue Pearce

District G

MEMORANDUM
TO: Representative Mike Navarre, Co-Chair
House Finance Committee

Representative Eileen MacLean, Co-Chair
House Finance Committee

FROM: Senator DruePearce/
DATE: May 16, 1991
RE: CSSB 70 (FIN), Taxation by municipalities of certain

property of governmentalentities

CSSB 70 (FIN) would allow taxation of real property acquired by
state and federal agencies through foreclosure or deed in lieu of
foreclosure and retained for investment purposes.

This legislation was requested by the Alaska Municipal League.
Millions of dollars of assessed value are being removed from
assessment rolls across the state by certain governmental
agencies which have foreclosed on property in which they have a
security interest.

Some state agencies, like Alaska Industrial Development and
Export Authority (AIDEA), the Public Employees Retirement System
(PERS) and the Teachers Retirement System (TRS), have been
exempted from taxation by the statutes which created the agency,
while others, like the Alaska Housing Finance Corporation (AHFC)
pay local property taxes.

Inequities have been created since these exempt properties bear
no tax burden but receive the same services they did while 1in
private ownership. CSSB 70 (FIN) will correct these inequities
and will give municipalities the revenue to which they are
entitled for the services they supply (i.e. roads, utilities,
police and fire protection).



CSSB 70 (FIN) extends to federal properties similarly held and
not otherwise exempt from taxation by the provisions of federal
law. Currently, several large federal agencies, such as the
Federal Deposit Insurance Corporation (FDIC), Federal Savings and
Loan Insurance Corporation (FSLIC), Housing and Urban Development
(HUD), and Veterans Administration (VA), pay municipalities taxes
for property which they have taken title to under a foreclosure
proceeding. Farm Home Administration (FmHA) feel they are
exempted by our statutes. CSSB 70 (FIN) would clarify this and
Farm Home Administration would be required to pay taxes on their
foreclosed property if this legislation is passed.

In the Senate Community & Regional Affairs Committee an amendment
was adopted to provide that municipal real property located
outside the municipality is taxable by another municipality.

This amendment (page 2, line 8 through line 11) was adopted as
part of the Alaska Municipal League 1991 Municipal Platform.

A concern was raised that the real property tax bas.”j in a number
of municipalities could be eroded by the ownership and
acquisition of real property by municipalities located outside
the city or borough required to provide services. The host
municipality providing services such as roads, utilities, and
police and fire protection for these properties will need a
stable tax base in order to provide these services particularly
as state revenues decline.

Without this limited exception to municipal tax immunity, real
property which would otherwise be taxed would continue to be
exempt from taxes even though the outside municipality owning the
real property has no governmental responsibilities or obligations
to the citizens of the municipality required to provide services.

It makes evident that real property owned by a city is not
taxable by a borough when it is owned by a city in that borough.

CSSB 70 (FIN) 1is supported by the Municipality of Anchorage and
the Alaska Association of Assessing Officers. Letters of support
are included in your packet.

I urge your support for CSSB 70 (FIN).

Thank you.

DP :tej



Testimony was presented by Commissioner Keller, Mr.
Rexwinkel, and Mr. Welker. The bill was subsequently
HELD in committee for further discussion.

SB 204 Ari Act authorizing the Department of Revenue to
purchase either the guaranteed investment contracts
held by the supplemental benefits system or the
underlying securities; and providing for an effective
date.

Testimony was presented by Commissioner Keller and
Darrel Rexwinkel. CSSB 204 (Fin), new title, was

REPORTED OUT of committee without recommendation,

accompanied by indeterminate fiscal notes from the
Dept, of Administration and Dept, of Revenue.

SENATE BILL NO. 70

An Act relating to taxation by municipalities of certain
property of governmental entities; and providing for an
effective date.

SENATOR DRUE PEARCE, sponsor, directed her comments to CSSB 70
(CRA). The bill, which was originally requested by the Alaska
Municipal League, would allow taxation of real property acquired
by State and federal agencies through foreclosure or deed in lieu
of foreclosure and retained for investment purposes. Some State
agencies (Alaska Industrial Development and Export Authority,
Public Employees®™ Retirement System, Teachers®™ Retirement System)
are exempt from taxation by statute, while others (Alaska Housing
Finance Corporation) pay local property taxes. Inequities have
been created because exempt properties bear no tax burden but
receive the same services as when they were 1in private ownership.
CSSB 70 (CRA) would correct inequities and give municipalities
the revenue to which they are entitled. The bill also extends to
similarly held federal properties not otherwise exempt.

Currently, several large federal agencies (Federal Deposit
Insurance Corporation, Federal Savings and Loan Insurance
Corporation, Housing and Urban Development, and Veterans®
Administration) pay municipal taxes on property to which they

have taken title. However, Farmers Home Administration feels
that it is exempt by Alaska statutes because the statutes are
silent.

SENATOR PEARCE advised that an amendment was adopted by the
Community and Regional Affairs Committee at the request of the

Alaska Municipal League and the City and Borough of Juneau. It
provides that municipal real property located outside the
municipality is taxable by another municipality. The amendment

is reflected or. page 2, lines 8-11, and was adopted as part of
the League®s 1991 municipal platform.

03/22/91 am

ATTACHMENT 3



SENATOR PEARCE then directed attention to a proposed amendment to
CSSB 70 (CRA):

page 2. line 9
between "municipality” and "is"™ INSERT
acquired after December 31, 1990,

The amendment provides that property located in another
municipality prior to January 1, 1991, would not be subject to
taxation. This would address possible revenue bond financing
problems that could arise because of taxes unforeseen at the time
financing was secured. That is the situation in Juneau.

SENATOR PEARCE advised that SB 70 is supported by the
municipality of Anchorage and the Alaska Association of Assessing
Officers. Letters of support are in members® files. Also
included are fiscal notes from the Dept, of Revenue, PERS and
TRS; the Dept, of Commerce, AIDEA and Division of Investments;
and the Dept, of Community and Regional Affairs. She noted that
pertinent representatives were in attendance to answer questions.

(Senator Uehling left the meeting.)

Referring to FHA, Co-chairman Pourchot asked if Section 2(a)(8)
contains the provision expected to bring the federal government
into compliance. SENATOR PEARCE indicated that the bill drafter
explained that it makes clear that FHA will have to pay along
with other federal agencies. Co-chairman Pourchot noted the
deletion of "federally owned™ in subsection (1). He then voiced
his hope that new language does as intended, because there are
federal agencies paying under current Alaska statutes.
Co-chairman Kerttula asked that written clarification from
Legislative Legal Services be provided. He also inquired about a
possible Finance Letter of Intent with specifications.

Co-chairman Pourchot then asked for an explanation of language in
Section 2(a)(1)(C), relating to one municipality owning property
in another municipality.

(Senator Uehling rejoined the meeting.)

SENATOR PEARCE said she did not fully understand the situation in
Juneau It has to do with financing schemes where one
municipality could come in, and through tax-exempt bonds, provide
a facility. The new Dept, of Environmental Conservation building
in Juneau 1is being done in this manner. "And it"s the building
that (a) caused the amendment, and (b) is causing the amendment
to the amendment."”
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Senator Duncan indicated that the above explanation by Senator
Pearce was basically correct. The bill impacts construction of
new property as well as property that has been in private hands
for some time in the municipality of Juneau. The city of Kaasan
has become the owner of that property. As a municipality, it has
tax exempt status. "To require that they"d now start paying
property taxes would do serious damage to the financing of the
project,”™ which 1is already under construction. He further
explained, "It is possible for a municipality to come into
another municipality and buy property and take it off the tax
rolls.” The grandfather clause says that the bill would apply
only to property acquired after December 31, 1990.

There was further discussion on the amendment proposed by Senator

Pearce. Co-chairman Pourchot said he was sympathetic to the
amendment. SENATOR PEARCE indicated that the DEC building 1in
Juneau 1is the only situation of which she is aware. "So we're

stopping something before it becomes a problem.™

Senator Adams mentioned that the bill carries an effective date
of January 1, 1992. Co-chairman Pourchot noted that the revised
fiscal note for the Dept, of Commerce and Economic Development,

Division of Investments, reflects a cost in FY 92.

Senator Adams noted that most PERS and TRS properties are in

urban areas. He suggested that rural communities making employee

contributions to PERS and TRS would be affected without receiving

the services provided through taxation. SENATOR 3ARCE replied

that she would not characterize SB 70 that way. She said there

is no direct control over investments of PERS and TRS. Further,
The municipalities feel, andl agree with them, that it is
not equitable that they end up providing services to
properties that are owned by PERS and TRS without taxes
being paid.

Co-chairman Pourchot commented that the converse 1is that the
benefits of those good investments accrue to all PERS and TRS
contributors, including those in rural Alaska, regardless of the
location of the investments. Senator Hoffman maintained that the
bill represents reduced benefits to rural Alaskans, because they
do not see the services resultingfrom the taxes.

There was discussion of page 2 of the March 18, 1991, letter to
Senator Pourchot from Brian Andrews, comptroller, Division of
Treasury, Dept, of Revenue, concerning the following analysis:

Combined FY 90 investment income of the PERS and TRS was
$404.4 million. The projected taxes of $232,962 would
represent an approximate loss of combined investment income
of .06%. This cost would not have an immediate impact on
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the actuarial contribution assumptions. However, this 1is an
actual cost to the funds which would affect future actuarial

analysis. How much of an effect this cost has on future
contribution levels would be impossible to determine at this
time.

DARREL REXWINKEL, deputy commissioner, Treasury, Dept, of
Revenue, pointed out that the above analysis does not appear on
the current, revised fiscal note.

Referring to the Dept, of Revenue letter, Senator Duncan voiced
his hope that who determines the actuarial impact on the PERS and
TRS funds would remain consistent. A statement from the Dept, of
Administration, Division of Retirement and Benefits, with its
actuaries reflecting the impact of the bill is needed. He voiced
concern that it could have an increasing impact on the fund over
the years.

Co-chairman Pourchot asked how the .06% figure was derived and if
it was calculated in conjunction with the Division of Retirement
and Benefits. MR. REXWINKEL responded, "The .06% 1is merely a
percentage of what the additional taxation would be as a per cent
of the overall investment earnings of the fund.”™ He mentioned
that Senator Duncan 1is correct in that perhaps an actuary could
make a more definitive statement. However, .06% 1is a very small
percentage, together with all the other assumptions. Mr.
Rexwinkel also acknowledged, "There is additional cost, and at
some point in time, that would have to be made up.”™ Co-chairman
Pourchot said that he thought the point made by Senator Duncan

was well taken.

Senator Adams inquired regarding the Dept, of Revenue position on
the bill. MR. REXWINKEL responded,

As we indicated in the bottom part of our fiscal note, we-re
opposed. As fiduciaries of the system, we"re supposed to do
everything we can to enhance and protect the gains and
control the expenses of the system. So technically, we"re
opposed to the bill from that standpoint.

In response to observations by Co-chairman Kerttula, MR.
REXWINKEL indicated that, if the department saw a significant
block of property deteriorating, it would come to a different
conclusion to protect i1ts interest in the property. He

acknowledged that if "l were sitting here speaking as a chief
fiscal officer of a municipality or something ... or the Alaska
Municipal League, I1°d be fully in favor of this.™ Speaking as a

member of the AIDEA board, he noted that the board had the same
discussion. The board determined that,
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Yes, we are receiving services for the properties that AIDEA
has, and we thought from that position that it was proper
for taxes to be levied on those properties, because there
are services being rendered to the property.

At this time, MIKE WORLEY, state assessor, Dept, of Community and
Regional Affairs, came before committee stating department
support for passage of SB 70. He further noted th. b the
department submitted a position paper to committee, and he said
that he hoped it served to clarify the effects of the bill.

MR. WORLEY next addressed questions from Co-chairman Kerttula
regarding Federal Mortgage Home Association property. He said he
had been involved with the issue for two years, working closely
with Gary Lewis and Mike Gaddy from the Matanuska-Susitna
Borough. There 1is a problem because of constitutional language
that has been interpreted in two different ways: one way by a
Mat-Su Borough attorney and another by the federal government.
There 1is also the problem of statutory language, alluded to
earlier by Co-chairman Pourchot. Mr. Worley described the
relationship between the Mat-Su Borough and the federal
government as not "overly antagonistic.” He said that he had
seen an explanation, 1in writing, from the federal government to
the borough indicating that the federal government 1is perfectly
willing to pay the tax, "but unfortunately, by the federal
interpretation, we have precluded that from happening .. . we
simply don"t have the authority levied against it." He noted
that he and the Mat-Su attorney were personally involved 1in
drafting language for SB 70. They are convinced that the
language will take care of the problem.

During discussion of new language on page 2, lines 24-26,
Co-chairman Pourchot noted that it should be read to say that
"property of the United States™ is taxable unless specifically
exempted under federal law, MR. WORLEY concurred.

Again, addressing earlier comments by Co-chairman Kerttula
regarding need for a level playing field as far as taxation 1is
concerned, MR. WORLEY advised that the property will be
mandatorily taxed by every property tax in jurisdiction. "The
only bumps in [the] playing field will be that there are
obviously different levels of millage rates, which will be levied
by each municipality.”

At this time, GARY BADER, Division of Retirement and Benefits,
Dept, of Administration, told members that the division does not
have any specifics other than what were provided in the Dept, of
Revenue letter. He indicated that he would raise above-noted
concern with the actuary to see if it would affect actuarial
calculations. Senator Duncan made a formal request for a
statement from the actuary.
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In response to questioning by Co-chairman Pourchot as to why a
fiscal note from the division was not forthcoming, MR. BADER
explained that the division viewed the bill as relating to an
investment issue, and the Dept, of Revenue had already provided a
note. Co-chairman Pourchot requested that the Division of
Retirement and Benefits also provide a fiscal note, describing
any and all 1impacts on the PERS and TRS funds.

Co-chairman Kerttula voiced concern that

Each time we do some little thing to impact that [PERS/TRS]
fund, it"lIl be the State of Alaska general fund, one day,
that*1l have to get the whole program back into actuarial
sync. And so, each little erosion that we participate 1in
makes the State more liable.

At this time, SCOTT BURGESS, Alaska Municipal League, thanked the
sponsor for her diligence in introducing the legislation again
this year. He voice full Alaska Municipal League support for SB
70, and said he felt that most of the questions had been
answered.

END SFC 91-34, SIDE 1
BEGIN SFC 91-34, SIDE 2

MR. BURGESS acknowledged that increased costs will be incurred.
But, because in this situation these properties are in
competition with the private sector, where rents are being
charged, there 1is a revenue stream, and they enjoy the same
services as the private sector that pays taxes. He reiterated
Alaska Municipal League support for the bill.

For purposes of clarification, Senator Duncan inquired regarding
the reason for not including PERS and TRS when the bill was
originally introduced. SENATOR PEARCE noted that PERS and TRS

were deleted fromthe bill in Senate Finance lastyear. It was,
however, her intent that both be included.Because of
miscommunication when the bill was drafted, the omission was not
caught until after the bill was introduced. Thereafter, she

asked that it be put back in the Community and Regional Affairs
Committee Substitute. She said she considered it "a fairness
question.”™ She further staued:

We definitely should be concerned over the financial
stability of our PERS and TRS, but I think we should also be
concerned about the financial stability of our
municipalities throughout the State. They are losing tax

revenues. . . . The PERS and TRS very clearly can own
properties that become tax exempt even [when] they“re
receiving the income from them . . . . For people within

those areas who are paying property taxes, they have to pay
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for the services provided just for a particular class of
people

Senator Duncan likened the proposal to "taking money out of one
pocket and putting it in the other.™ Discussion followed.

Senator Duncan requested that the Dept, of Revenue provide a list
of properties involved and when they were invested in by the
funds. MR. REXWINKEL explained that a summary by category was
sent to Co-chairman Pourchot. It was his understanding that some
of the information is confidential. Senator Duncan was
interested in location, when the investment was made, and "a
little history on how the appraisals of those properties have
changed.”™ MR. REXWINKEL indicated that taxes were computed based
on the loan value, not the assessed value.

Co-chairman Pourchot announced that a packet of new and revised
fiscal notes would be provided to committee members before the
next hearing on SB 70, together with a list of investment
properties and assessed values.

During further discussion, MR. REXWINKEL added that the PERS and
TRS funds do not have any direct, single-ownership real estate
investments.

Although he said that he understood that all AHFC properties are
presently taxed, Senator Hoffman requested that the Dept, of
Revenue provide that information in the form of a fiscal note;
i.e., zero, if that is the case.

(Co-chairman Kerttula left the meeting.)

MR. REXWINKEL volunteered that the FDIC, which has a substantial
amount of foreclosed property around the State, also pays
property taxes on the properties.

Without objection, Senator Duncan MOVED for ADOPTION of the
AMENDMENT presented by Senator Pearce (See page 3.)

Without objection, Senator Duncan MOVED for ADOPTION of CSSB 70
(Finance), incorporating the amendment.

(Senator Hoffman left the meeting.)

Concerning the request for information relating to PERS, TRS, and
AHFC properties, SENATOR PEARCE asked that information also be
provided on the number of properties that generate income. She
remarked that they are receiving income; they are just not paying
taxes.
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CSSB 70 (Finance) was HELD in committee pending receipt of
requested information.

(Co-chairman Kerttula rejoined the meeting.)
SENATE BILL NO. 204

An Act authorizing the Department of Revenue to purchase
either the guaranteed investment contracts held by the
supplemental benefits system or the underlying securities;
and providing for an effective date.

Co-chairman Pourchot noted that the bill was introduced through
the Legislative Budget and Audit Committee at the request of the
administration.

DEPT. OF ADMINISTRATION COMMISSIONER MILLET KELLER explained that
the legislation is a joint effort of the Dept, of Administration,
Dept, of Revenue, and the Legislative Budget and Audit Committee.
It is specifically designed to address a serious problem in the
annuity program resulting from a series of bad investments that
were made from 1987 to 1989. In order tc accomplish what amounts
to a rescue for the Alaska Supplemental Benefits System (SBS),
this legislation is required in order to purchase the guaranteed
investment contracts (GIC). The GICs would then be held by the
Dept, of Revenue, and the department would try to work out the
contracts, either by exchanging them for underlying securities or

by selling them.
COMMISSIONER KELLER further stated;

We"re up against a situation where the legislation 1is
required before we can accomplish the workout. The
alternative of doing nothing is that the contracts could
become valueless, in our judgment, because of the serious
financial condition of Executive Life. There 1is a budget
effect that will take place as a result of this, and we
don*"t know the total amount of it and won"t until after we
see how the workout will be effected. But we know, at
least, there will be a loss of interest income to the
general fund, because, in effect, they"re transferring cash
from the general fund to the SBS annuity program.

There 1s one other possible effect, although at the present
time, it doesn"t affect our fiscal year %92 budget. . . .

In the past, the accounting reports, that are the State’s
financial reports that are prepared normally in October and
November, will show what amounts to what in the final
carry-forward balance in the general fund, which in the past
has been used as a source of revenue for subsequent years or
as a source of revenue for supplemental appropriations of
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DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

P.O. Box Y, Juneau, Alaska 99811 Deliveries to: 240 Main Street
(907) 465-3867 or 465-2450 Court Plaza, Room 500
FAX (907) 465-2029 Mail Stop 3101
MEMORANDUM February 19, 1991
SUBJECT: Municipal Taxation of Property of Governmental Entities

(CSSB 70(CRA))

TO: Sen.'.tor Drue Pearce
FROM: Tamara Brandt Cook
Director 1

Here is the sectional summary yov requested for CSSB 70 (CRA).

Section 1. Modifies the current tax exemption applicable to the Teachers’
Retirement Fund to recognize the power of a municipality to impose taxes under
section 2 of the bill.

Sec. 2. Removes the exemption from municipal taxation for property of a state entity
acquired through foreclosure or deed in lieu of foreclosure and retained as an
investment. Removes the exemption for property of another municipality if the
property is located in the taxing municipality, except, that a borough is prohibited
from taxing property of a city located in the borough. Provides that property of an
entity of the United States is exempt from municipal taxation only to the extent
required by federal law.

Sec. 3. Foreclosure procedures do not apply to property of governmental entities
that ir, taxable under the first section of the bill. A municipality may bring an action
in superior court to compel payment of the taxes.

Sec. 4. Modifies the current tax exemption applicable to the Public Employee’s
Retirement System to recognize the power of a municipality to impose taxes under
section 2 of the bill.

Sec. 5. Modifies the current tax exemption provision of the statutes dealing with the
Alaska Industrial Development and Export Authority to recognize the power of a
municipality to impose taxes on some property under section 2 of the bill. Although
other exemption statutes are not specifically modified in the bill, the taxing authority
granted to municipalities under section 2 of the bill will have priority over those



Senator Drue Pearce
February 19, 1991
Page 2

statutes. For example, property of the Alaska Permanent Fund Corporation that is
taxable under section 2 will be taxable despite the general exemption for the
corporation contained in AS 37.13.180.

Sec. 6. The bill takes effect January 1,1992 to coincide with the beginning of the tax
year.

TBC:gc/Imb
91-049.1mb



Alaska State Legislature

3111 C Street, Suite 150 During Session:
Anchorage, Alaska 99503 P.O. Box V
(907) 561-2038 Juneau, Alaska 99811

(907) 465-4993

Senator Drue Pearce

District G
MEMORANDUM
TO: Senator Pat Pou
Senate Finance
FROM: Senator Drue Pe
DATE: March 20, 1991
RE CSSB 70 (C&RA), Taxation by municipalities of certain

property of governmental entities

CSSB 70 (C&RA) would allow taxation of real property acquired by
state and federal agencies through foreclosure or deed in lieu of
foreclosure and retained for investment purposes.

The legislation was requested by the Alaska Municipal League
because millions of dollars of assessed value are being removed
from assessment rolls across the state by certain governmental
agencies which have foreclosed on property in which they have a
security interest. Some state agencies, like Alaska Industrial
Development and Export Authority (AIDEA), the Public Employees
Retirement System (PERS) and the Teachers Retirements System (TRS),
have been exempted from taxation while others like Alaska Housing
Finance Corporation (AHFC) pay local property taxes. Inequities
are also created because exempt properties bear no tax burden but
receive the same services they did while in private ownership.
CSSB 70 (C&RA) will <correct these 1inequities and will give
municipalities the revenue to which they are entitled for the
services they supply.

CSSB 70 (C&RA) extends to federal properties similarly held and not
other./ise exempt from taxation by the provisions of federal law.
Farmers Home Mortgage Association (FHMA) would pay taxes on their
deed in lieu of foreclosed property if this legislation is passed.

In the Senate Community & Regional Affairs Committee an amendment
was adopted to provide that municipal real property located outside
the municipality 1is taxable by another municipality. This
amendment (page 2, line 8 through line 11) was adopted as part of
the Alaska Municipal League 1991 Municipal Platform.



A concern was raised that the real property tax base in a number
of municipalities could be eroded by the ownership and acquisition
of real property by municipalities located outside the city or

borough required to provide services (i.e. roads, utilities, police
and fire protection).

It makes evident that real property owned by a city is not taxable
by a borough when it is owned by a city in that borough.

This legislation is supported by the Municipality of Anchorage and
the Alaska Association of Assessing Officers.



STATE OF ALASKA

OFFICE OF THE GOVENOR

BILL ANALYSIS

DEPARTMENTQOMMGi-CY &  givision ak. Industrial  BILL NUMBER SPONSOR

Economic Development Dev & Export Authority SB 70 Pearce
SHORT TITLE OF BILL

An Act Relating to Taxation bv Municipalities.
DEPARTMENT POSITION

Ambivalent (see below)

PREPARED BY DATE COMMISSIONER'S SIGNATURE
Bertram L. Waenon O' "msr 2/7/91
SUMMARY

OTHER AGENCIES AFFECTED BY BILL CONSTITUENT GROUP<S) AFFECTED BY BILL
Unknown None

ORGANIZATIONAL SUPPORT FOR BILL ORGANIZATIONAL OPPOSITION TO BILL
Municipalities. None

FISCAL IMPACT. CINONE FISCAL NOTE ATTACHED

BACKGROUND LEGISLATIVE INTENT

An identical bill was introduced in the last session but did not pass. The
this bill is to place all real property of "both the Alaska Industrial Development and
Export Authority and Division of Investments that are acquired through foreclosure onto

the tax rolls of respective municipalities.

Current law exempts property of the Authority from taxation.
ANALYSIS OF BILL PROGRAM EFFECTS

Under current law property acquired by both the Authority and Division of
through foreclosure Is taken®™ off the tax rolls. If enacted this bill would keep such
property on the rolls and. have the Authority and Division of Investments pay the
property taxes to the respective municipalities. While it is never pleasant to submit
ones self to taxation, the sponsor agreed to several amendments last session which
eliminated onerous language and administrative problems. This bill reflects those

changes.

AMENDMENTS PROPOSED

PLEASE ATTACH A SEPARATE SHEET FOR ADDITIONAL COMMENTS OR ANALYSIS
01-000 (Rov, 11/09)

DATE

intent of

Investments



WALTER J. HICKEL, GOVERNOR

DEPARTMENT OF REVENUE - ii;‘;\gEeBUO_XS 010

OFFICE OF THE COMMISSIONER THEAX @) 46230

March 26, 1991
Tally Johnson
Legislative Aide to
Senator Drue Pearce
P.O. Box V
Juneau, Alaska 99811

Dear Ms. Johnson: RE: SB 70

This memorandum addresses item numbers 4 & 5 of your communication to us on March 22,
1991.

Item no. 4 Clarification of assessed value versus loan value.

Assessed values are estimated property values determined by a municipality for taxation
purposes. Municipalities regularly change assessed property values to reflect market
conditions. Treasury does not track assessed property values of its mortgage holdings due
to cost benefit factors. Loan values are the book balances of the various mortgage loans
which the retirement funds have made.

Item no. 5 List of property investments to include:

Investments

Location

When purchased

When appraised

Income received on property

® 20 o p

Enclosed you will find an other real estate owned (OREQ) computer run which lists
retirement funds holdings of foreclosed property by city and by servicing financial
organization. Properties indicating a book balance of $1 have been sold and are being
maintained in the records for historical data purposes. Information for Item 5d is not
provided for reasons stated above. Information for Item 5e is provided on a limited basis in
the comments section of the report. Rental income from OREO properties is accounted for
by the servicing financial institution as a reduction of loan balances. Treasury's operating
procedure is to confirm actual revenue receipts with the servicing institution when the
property is resold.

Comptroller
BCA/mem
91-44
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(il) JTIOUSE COMMITTEE REPdAA™T

Date Referred: March 23, 1992

Dale of Committee Action
The FINANCE Committee considered:

CS FOR SENATE BILL NO. 101 (JUD)

FURTHER REFERRALS:

CSSB 1QI(JUD)

JURISDICTION OF DISTRICT COURT

"An Act relating to the jurisdiction of the district court and to the district court's ability to hear actions as small

claims."

RECOMMENDATIONS:
be replaced with necs
] have attached amendments(s)
"Tdo pass

] do not pass

] no recommendations

] individual recommendations

] additional referral to the

ADOPTS:

ATTACHES NEW FISCAL NOTEC(s):

[/the same title
jpicrucC) ( 1a new title

Committee

letter of Intent

(Dept) APPROVES PREVIOUS: Gt

M fiscal note(s) Att 3\zik”

[ ] fiscal impact

[/] zero fiscal note (A PP>

SIGNING DO PASS
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[ ] zero fiscal note(s)
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STATE OF ALASKA BILL NQ.HrsnssB im fFTN)
1992 LEGISLATIVE SESSION *
Revision Dote: Deportment Affected: DEPARTMENT OF1LAW
TItIQ: AN ACT RELATING TO THE JURISDICTIONrrh. LEGAL SERVICES
OF THE DISTRICT COURT Component: OPERATIONS
Sponsor:  SENATE JUDICIARY BY REQUEST
... HOUSE FINANCE COMMITTEE
Requestor: COMPONENT SERIAL NO.
EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0
CAPfTAL 0 0 0 o - 0
REVENUE 0 0 0 0 0
FUND SOURCE:
FUNDING: (Thousands of Dollars)
GENERAL FUND 0 0 0 0 0
FEDERAL FUNDS
OTHER
FUND SOURCE:
TOTAL 0 0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 0
PART-TIME 0 0 0 0 0
TEMPORARY 0 0 0 0 0
Estimate of current year impact:
Co-Chair Eileen MaclLean 0 L6T-W 33
Bivision: House Finance Committee 1 Date: _S/08/92
Approved by Commissioner:
Agency: Date:
DMiribiroon (by preparer): Leg. Fin., Legislative Sponsor, Requeator. OM8/D8R, Gov. Log». Oic., a Impacted Agency(iea).
Rov 10/7/91 Page of ~



FISCAL NOTE

STATE OF ALASKA Bill No. HCS CSSB 101 (Judiciary)

1992 LEGISLATIVE SESSION

Revision Date: 01/21/92 Department Affected: Alaska Court System
Title: An Act relating to the jurisdiction of the  BRU: Trial Courts
district court... .ability to hear actions as small claims Components:
Sponsor : Judiciary Committee
COMPONENT SERIAL NO. 000 1000 000 | 768

Requestor:  Judiciary

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 93 Fy 94 FY 95 Fy 96 Fy 97 FY 98
PERSONAL SERVICES 35.8 35.8 35.8 35.8 35.8 35.8
TRAVEL 11.5
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
TOTAL OPERATING 47.3 35.8 35.8 35.8 35.8 35.8

CAPITAL

REVENUE
FUNDING: (Thousands of Dollars)

GENERAL FUNDS 47.3 35.8 35.8 35.8 35.8 35.8
FEDERAL FUNDS
OTHER

TOTAL 47.3 35.8 35.8 3.8 35.8 35.8
POSITIONS:

FULL-TIME 1.0 1.0 1.0 1.0 1.0 1.0

PART-TIME

TEMPORARY

Estimate of current year impact: None

ANALYSIS: (Attach a separate page ifnecessary)
See attached analysis.

Prepared by: C. S. Christensen 11, Staff Counsel CL JI a A Phone: 264-8228

Division: Alaska Court System Date: 01/21/92

Approved by: Arthur H. Snowden, I, Adninistrative Director hi 1 v2L//C

Agency: Alaska Court System Date: 01/21/92

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
Page 1 of 2

Rev 10/90



Alaska Court System
HCS CSSB 101 (Judiciary)
Fiscal Analysis

Personal Services

Position Salary

Court Clerk W, PFT, range 10B, Anchorage $24,768

Travel (one-time cost)

Three meetings of the Forms Committee to revise forms and informational
pamphlets (3@ $1,500)

Two meetings of the Civil Rules Committee to revise the rules of court (2
@ $1,500)

Training for Clerk of Court (additional day of training

added to annual clerks conference)
Total Travel

Benefits

$11,069
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HOUSE CS FOR CS FOR SENATE BILL NO. 101 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

E HOUSE FINANCE COMMITTEE

Referred:

Sponsor(s): SENATE JUDICIARY COMMITTEE BY REQUEST

A BILL

FOR AN ACT ENTITLED

"An Act relating to the jurisdiction of the district court and to the district court’s ability

to hear actions as small claims."

BE IT

* Se

ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

ction 1, AS 09.50.250 is amended to read:

Sec. 09.50.250. ACTIONABLE CLAIMS AGAINST THE STATE. A person or
corporation having a contract, quasi-contract, or tort claim against the state may bring an action
against the state [IN THE SUPERIOR COURT]. A person who may present the claim under
AS 44.77 may not bring an action under this section except as set out in AS 44.77.040(c). A
person who may bring an action under AS 36.30.560 - 36.30.695 may not bring an action under
this section except as set out in AS 36.30.685. However, an action may not be brought under
this section if the claim

(1) is an action for tort, and is based upon an act or omission of an employee of
the state, exercising due care, in the execution of a statute or regulation, whether or not the

statute or regulation is valid; or is an action for tort, and based upon the exercise or performance

-1- HCS CSSB 101(FIN)
New Text Underlined [DELETED TEXT BRACKETED]
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or the failure to exercise or perform a discretionary function or duty on the part of a state agency
or an employee of the state, whether or not the discretion involved is abused;

(2) is for damages caused by the imposition or establishment of a quarantine by
the state; |

3) arises out of assault, battery, false imprisonment, false arrest, malicious
prosecution, abuse of process, libel, slander, misrepresentation, deceit, or interference with

contract rights; or

(4) arises out of the use of an ignition interlock device certified under

AS 33.05.020(c).

* Sec. 2. AS 22.15.040(a) is amended to read:

(@) When a claim for relief does not exceed $5,000 exclusive of costs, interest, and
attorney fees, and request is so made, the district judge or magistrate shall hear the action as a
small claim unless important or unusual points of law are involved orthe state is @ defendant.
The supreme court shall prescribe the procedural rules and standard forms to assure simplicity

and the expeditious handling of small claims.

* Sec. 3. AS 22.15.050 is amended to read:

Sec. 22.15.050. ACTIONS NOT WITHIN CIVIL JURISDICTION. The jurisdiction of
the district courts does not extend to
(1) an action in which the title to real property is in question;
(2) an action for false imprisonment, libel, slander, malicious prosecution, or
actions of an equitable nature* [(] except as otherwise provided by law [), OR ACTIONS IN

WHICH THE STATE IS A DEFENDANT].

HCS CSSB 101(FIN) -2-
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Senate Judiciary Comm ittee

March 27, 1991

Senator Kerttula, Co-Chairman
Senator Pourchot, Co-Chairman
Senate Finance Committee
P.O. Box V

Juneau, Alaska 99811

Re: CSSB 101 (Judiciary) Relating to the jurisdiction of the
district Court

Dear Co-Chairs,

At the direction of the Senate Judiciary Committee | am
sending you this communication concerning CSSB 101 (Judiciary).
This bill was heard by Senate Judiciary February 12, February 22 and
March 26, 1991. The Department of Law was present at the February

12 hearing.

While it was first thought that the bill would have little or no
fiscal impact on the Department of Law, we received on March 20,
1991, a fiscal note for about $700,000 annually. It is the sense of
the committee that this is not in any way a fair appraisal of the
fiscal impact of the bill.

Having considered the bill three times, it was passed out of
committee with the Department of Law fiscal note but subject to
the concerns expressed herein.

Sincerely,

Senator Rick Halford
Chair, Senate Judiciary

RH
fdb Post Office Box V ¢ Juneau, Alaska 99811



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA
(907) 465-3867 or 465-2450

FAX (907) 465-2029 240 Main Street, Suite 500
Mail Stop 3101 Juneau, Alaska 99801-2101
MEMORANDUWM March 19, 1992
SUBJECT: Jurisdiction of District Court (CSSB 101 (Jud))
TO: Representative Wax Gruenberg
FROM: Robert Glennon Casey

Legislative Counsel

I. INTRODUCTION

You have asked whether, if sec. 2 of CSSB 101 (Jud) were deleted, the contents of
the bill would be adequately described by its title.

Il. SUMMARY

Yes. Despite the deletion, the bill would generally widen district court jurisdiction,
thereby widening district court small claims jurisdiction.

I1l. DISCUSSION

In order for the contents of CSSB 101 (Judiciary) to remain adequately described by
its title, the bill must affect a district court’s ability to hear cases as small claims
because the title specifically mentions small claims.

Under present law, only AS 22.15.050(2) prevents district courts from exercising
jurisdiction (small claims or otherwise) over cases in which the state is a defendant.
No other statute does so. No other court rule does so.

The consequence ofthe foregoing is that only AS 22.15.020(2) prevents district courts
from having small claims jurisdiction over cases against the state. Therefore, a bill
that removed this limitation would affect (among other things) "the district court’s
ability to hear actions as small claims.” Meanwhile, the statutory change made in sec.
3 would remove a similar limitation and therefore change district court small claims
jurisdiction.

RGCrpl
92-190.plm



Nlaska (Hourt js&gstem

.State of .Alaska

OFFICE OF ADMINISTRATIVE DIRECTOR

303 K Street
CHARLES S. CHRISTENSEN il Anchorage. AK99501
Staff Counsel (907) 264-8228

April 30, 1992

The Honorable Mike Navarre, Co-Chair
The Honorable Eileen MacLean, Co-Chair
House Finance Committee

P.0. Box V

Juneau, Alaska 99811

Dear Representative Navarre and Representative MaclLean:

I am writing to request that the Finance Committee schedule a
hearing on Senate Bill 101, relating to the jurisdiction of the
district court, at 1its earliest convenience. This bill was
introduced at the request of the Alaska Supreme Court..

Current law provides that the superior court has jurisdiction 1in
civil cases exceeding $50,000 1in value; the district court has
jurisdiction over claims not exceeding that amount. However,
current law also requires that all actions against the state be
brought 1in superior court, regardless of the size of the claim.
This has resulted in situations like one which took place recently
in Fairbanks, when the superior court was used to try a $2000 claim
against the state. Not only is $2000 significantly less than the
maximum amount of the district court"s jurisdiction, it 1is
significantly less than the maximum amount of a small claims case
($5000).

This restriction on district court jurisdiction was enacted at the
time of statehood, when district court judges were not required to
be attorneys. The prevailing view was that cases in which the
state was a defendant should not be decided by a court presided
over by a person who was not learned in the law. Today, however,
this distinction 1is an anachronism, since a district court judge
must be licensed to practice law in Alaska, and is subject to the
same appointive and retention election processes as are judges of
the superior court.



