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DATE: M a r c h  7 ,  2 0 0 0

TO: Finance Committee

BILLVRES. NO.: SENATE BILL NO. 227

ATTENTION: Heidi, Vicki
Senate Secretary’s Office

This bill/resolution has not yet received a do pass recommendation.

Please leave this note in the file.

Thank you.



S e n a t o r  K i m  E l t o n

SB 227 - Property Tax Relief Amendments 

Sponsor Statement

SB 227 is proposed in response to initiative petition 99PTAR, certified to 

the 2000 general election ballot, which caps municipal property taxes statewide. 

That initiative, if passed, replaces the current 30 mill or 3 percent limitation of 
levy with a 10 mill or 1 percent levy. In addition, it requires payments on 

bonded indebtedness to be included within the tax cap, and prohibits local 

property assessments from rising more than 2 percent annually.

SB 227 restores the language of current law limiting property taxes to 30 

mills or 3 percent, with the conditions that:

• A general law municipality may establish a limitation of levy of more 

than 1 percent and up to 3 percent, by ordinance "approved by the 

voters";

• A home rule municipality may establish a different limitation of levy 

by including it in the municipality's home rule charter; such char'er 

amendments require voter approval.

In addition, SB 227 also exempts school bond debt from the tax cap.

SB 227 becomes effective only if the voters approve the tax cap initiative 

(99PTAR).

SB 227 returns control of local taxation to local citizens and prevents a 

group of voters from proscribing the level of government taxation to be imposed 

and services to be provided in a community of which they are not residents.

In addition, SB 227 may prevent the likely fiscal devastation of local 

government services which will result from passage of the initiative. In the 

municipality of Anchorage, for example, passage of the initiative would result in 

a 31.6% decrease in property tax revenue, a loss of $82 million. If the loss in 

funding were shared between general government and schools, municipal 

services funded by property taxes would decline from $145 million to 

approximately $100 million and school funding would drop from $114 million to 

about $78 million. An extremely low tax cap could also cause Alaska municipal 

bonds to be downgraded, including revenue based municipal debt. SB 227 offers 
community residents an opportunity to reaffirm the level of properly taxation 

levied upon them.
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S e n a t o r  K i m  E l t o n

SB 227 - Property  Tax Relief A m endm ents 

Sponsor S tatem ent

SB 227 is proposed in response to initiative petition 99PTAR, certified to 

the 2000 general election ballot, which caps municipal property taxes statewide. 

That initiative, if passed, replaces the current 30 mill or 3 percent limitation of 

levy with a 10 mill or 1 percent levy. In addition, it requires payments on 

bonded indebtedness to be included within the tax cap, and prohibits local 

property assessments from rising more than 2 percent annually.

SB 227 restores the language of current law limiting property taxes to 30 

mills or 3 percent, with the conditions that:

• A general law municipality may establish a limitation of levy of more 

than 1 percent and up to 3 percent, by ordinance "approved by the 

voters";

• A home rule municipality may establish a different limitation of levy 

by including it in the municipality's home rule charter; such charter 

amendments require voter approval.

In addition, SB 227 also exempts school bond debt from the tax cap.

SB 227 becomes effective only if the voters approve the tax cap initiative 

(99PTAR).

SB 227 returns control of local taxation to local citizens and prevents a 

group of voters from proscribing the level of government taxation to be imposed 

and services to be provided in a community of which they are not residents.

In addition, SB 227 may prevent the likely fiscal devastation of local 

government services which will result from passage of the initiative. In the 

municipality of Anchorage, for example, passage of the initiative would result in 

a 31.6% decrease in property tax revenue, a loss of $82 million. If the loss in 

funding were shared between general government and schools, municipal 

services funded by property taxes would decline from $145 million to 

approximately $100 million and school funding would drop from $114 million to 

about $78 million. An extremely low tax cap could also cause Alaska municipal 

bonds to be downgraded, including revenue based municipal debt. SB 227 offers 

community residents an opportunity to reaffirm the level of property taxation 

levied upon them.
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SB 227 -  P roperty  Tax Relief A m endm ents

Included in this packet:

• Sponsor statement

• Sectional analysis

• Legal opinion on the legislature's ability to amend an initiative

• Legal opinion on SB 227's conditional effective date

• List of municipalities with property tax caps

• From "Alaska Taxable", historical summary of municipalities' mill 

rates 1997-1999

• Projected impact of property tax cap initiative on Municipality of 

Anchorage, prepared by Anchorage Office of Management and Budget

• A M L  position statement on the proposed initiative

• From "Alaska Legislative Digest", 3 articles on the proposed initiative

• A M L  resolution opposing the initiative

• City of Petersburg letter and resolution opposing the initiative

• Juneau Em pire editorial against the initiative

• Copy of the proposed ballot initiative



S e n a t o r  K i m  E l t o n

S B  227 - Property Tax Relief Am endm ents 

Sponsor Statement

SB 227 is proposed in response to initiative petition 99PTAR, certified to 
the 2000 general election ballot, which caps municipal property taxes statewide. 
That initiative, if passed, replaces the current 30 mill or 3 percent limitation of 
levy with a 10 mill or 1 percent levy. In addition, it requires payments on 
bonded indebtedness to be included within the tax cap, and prohibits local 
property assessments from rising more than 2 percent annually.

Under article XI, section 6 of the state constitution a initiative measure 
which is adopted may not be repealed by the legislature .. dhin two years of its 
effective date but m ay be amended at any time. SB 227 amends the proposed 
initiative 99PTAR by allowing a municipality to establish a different limitation 
levy, not to exceed 30 mills or 3 percent of assessed value.

• A general law municipality may establish a different limitation of levy 
by ordinance "approved by the voters";

• A home rule municipality may establish a different limitation of levy 
by including it in the municipality's home rule charter; such charter 
amendments require voter approval.

In addition, SB 227 exempts school bond debt from the tax cap.

SB 227 becomes effective only if the voters approve the tax cap initiative 
(99PTAR). A conditional effective date is not an uncommon legislative practice 
and is typically used when the substance of legislation is meaningful only in 
relation to another event— the passage of a companion bill, the repeal of a 
regulation, the adoption of a proposed state constitutional amendment, or some 
other event. For example, in 1978, a capital move proposal, the FRANK 
Initiative, (ch. 143, SLA 1978) was tied to passage of a bond issue for costs of 
relocation of the capital. When the bond issue failed, the Frank Initiative and 
companion statutes were automatically repealed.

SB 227 returns control of local taxation to local citizens and prevents a 
group of voters from proscribing the level of government taxation to be imposed 
and services to be provided in a community of which they are not residents.

In addition, SB 227 may prevent the likely fiscal devastation of local 
government services which will result from passage of the initiative. In the
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municipality of Anchorage, for example, passage of the initiative would result in 
a 31.6% decrease in property tax revenue, a loss of $73 million. If the loss in 
funding were shared between general government and schools, municipal 
services funded by property taxes would decline from $145 million to 
approximately $105 million and school funding would drop from $114 million to 
about $81 million. An extremely low tax cap could also cause Alaska municipal 
bonds to be downgraded, including revenue based, municipal debt. SB 227 offers 
community residents an opportunity to reaffirm the level of property taxation 
levied upon them.



SB 227 -  Property Tax Relie f Amendment 

Sectional Analysis

Section 1. Limitations o f levy.

Adding a new subsection to AS 29.45.090

(e) Provides that the 10 mill or 1 percent property tax cap embodied in the 
ballot initiative does not apply in a municipality that establishes a 
different property tax cap; the new cap established by a municipality may 
not exceed 30 mills or 3 percent of assessed value.

All property taxed in a municipality must be levied at the same rate.

(1) In a home rule municipality, a different limitation of levy shall 
be set by inclusion of a provision in the municipality's home 
rule charter; charter amendments require voter approval.

(2) In a general law municipality, a property tax cap shall be set by 
ordinance approved by the voters.

Section 2. Limitations on taxes to pay bonds.

This section provides that payment of the principal and interest on bonds 
issued after January 1,2001, must be included under the cap of 10 mills or 
1 percent limitation of levy (a provision of ballot initiative 99PTAR), 
except fo r payments o f the principal and interest on school bonds.

Section 3. Conditional effect.

This act takes effect only if the initiative known as 99PTAR is approved by 
the voters.

Section 4. Effective date.

This act takes effect on the effective date of the initiative identified as 
99PTAR.



Revision Date/Time March 2, 2000 _______________Dept. Affected______ DCED___
Title Municipal property tax levy limitation________ BRU _______________
______________________________________ Component_______________
Sponsor Sen. Elton_______________________ _______________
Requester SENATE CRA____________________ Component No. _______

Expenditures/Revenues______________________________(Thousands of Dollars)___________

F IS C A L  N O T E
STATE OF ALASKA BILL NO. SB 227
2000 LEGISLATIVE SESSION

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 
T ravel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
ICAPITAL EXPENDITURES I I I I T

CHANGE IN REVENUES ( ) 1 1 I I T

FUND SOURCE_____________   (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental HealC.
Other (Statutory Designated P/R)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2000) cost: 

POSITIONS
Full-time 0 0 0 0 0 0
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This bill would have no fiscal impact on this department.

Prepared by: Jeffrey W. Bush    Phone 465-2500
Division Commisioner's Office

Approved by Commissioner Deborah B. Sedwickp \J \  r  i/A Date 03/01/00_______
Agency Department of Community and Economiofcevelopmlnt

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information, call the Governor's Legislative Office 

(R«v 1(V99) ZOOOTnlorm.xIj/OMB Page__ 1__Of ___ 1___



LEGAL SERVICES

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

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

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

M E M O R A N D U M January 26, 2000

SUBJECT: Basis for submission of a measure to amend Initiative 99PTAR, an 
initiative proposition relating to the assessment, levy, and collection 
of property taxes by home rule and general law municipalities (Work 

Order No. 21-LS1265\G)

FROM:
TO:

Jack Chenoweth 
Assistant Revisor of

Senator Kim Elton

The measure proposes to amend AS 29.45.090 and 29.45.100. The provisions amended are 
themselves affected by Initiative 99PTAR, an initiative proposition relating to the 
assessment, levy, and collection of property taxes by home rule and general law 
municipalities. Press reports this morning indicate that the lieutenant governor will direct 
placement of the measure on the election ballot.

The measure to amend the initiative is based on language of article XI, section 6 of the state 
constitution:

Enactment. If a majority of the votes cast on the [initiative] 
proposition favor its adoption, the initiated measure is enacted. If a majority 
of the votes cast on the proposition favor the rejection of an act referred, it is 
rejected. The lieutenant governor shall certify the election returns. A n  
in it ia te d  law  becomes effective n inety days a fte r ce rtifica tion , is  no t subject 
to veto, and  m ay n o t be repealed by the leg is la tu re  w ith in  tw o  years o f  its 
e ffec tive  date. I t  m ay be amended at any time. An act rejected by 
referendum is void thirty days after certification. Additional procedures for 
the initiative and referendum may be prescribed by law.

(Emphasis added.) The measure, predicated on the statement in article XI, section C, that 
"[an initiated law] may be amended at any lim e," is drafted to take effect if the initiative is 
approved by a majority of the voters and to take effect on the date that the initiative lakes 
effect as an initiated law, i.e. 90 days after certification of election results by the lieutenant 
governor. The measure's provisions do not take effect independently of, or in advance of, 
the taking effect of the initiative if the initiative is approved by the voters.

JBC:glc 
00-032.glc



LEGAL SERVICES

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

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

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

M E M O R A N D U M February 12, 2000

SUBJECT: Senate Bill 227: Making the taking effect of the bill conditional upon 
voter approval of an initiative and giving the bill's provisions an 
effective date that corresponds to the effective date of the approved 

initiative.

FROM:

TO:

Jack Chenow 
Assistant Rev

Senator Kim EltonE l t o n

tatutes

You have asked me to address the propriety of making the taking effect of Senate Bill 227 
conditional upon voter approval of an initiative, Initiative 99PTAR, the ten-mill property tax 
cap initiative, and giving the bill's provisions an effective date that corresponds to the 
effective date of the approved initiative.

E ffe c tive  date o f  b i l l  corresponding to effective date o f  in it ia t iv e :

The matter of setting a bill's effective date is left to the legislature. Article II, section 18, 
Constitution of the State of Alaska. If an effective date other than the 90-day delayed 
effective date is sought, it must be adopted by a two-thirds vote of each house.

The state constitution authorizes use of initiatives. If approved by a majority of the votes 
cast on the question, an initiative becomes effective 90 days after the results of the election 
are certified by the lieutenant governor. The state constitution explicitly allows the 
legislature to amend the initiative "at any time." Article XI, section 6, Constitution of the 
State of Alaska. In a bill that, in part, modifies the text of a proposed initiative (to create an 
exception) and that, in part, adds a provision to a codified section that is being amended by 
a proposed initiative, having those changes take effect on a date that corresponds to the date 
that the initiative, if approved, is to take effect is fully consistent with authority given to the 
legislature under article II, section 18 and article XI, section 6.

M a k in g  the  p rov is ions  o f  the b i l l  co n d itio n a lly  e ffective :

The amendments proposed by Senate Bill 227 are to operate only in the context of the 
changes that are being made by the initiative if the initiative is approved. The amendments



are drafted to the initiative's changes17 and would serve no purpose if the initiative is not 

approved.

The Legislative Drafting Manual recognizes the use of conditional provisions in instances 
in which the coming into effect of one bill is related to another event—the passage of a 
companion bill, the adoption, amendment, or repeal of a regulation, the adoption of a 
proposed state constitutional amendment, the passage of federal legislation, the final decision 
in pending litigation, or some other identifiable event. M a n ua l o f  Leg is la tive  D ra ftin g , at 
p. 31. Making the taking effect of a bill (or part of a bill) contingent on, for example, the 
adoption of another bill has become almost routine in some matters.

In this instance, making the taking effect of Senate Bill 227 contingent on the adoption of 
other legislation, albeit a "bill" that becomes law based on compliance with the initiative 
process and a public vote, should not be regarded as an exceptional departure from current 
practice. The legislature has pegged the taking effect of a legislative Act to a public vote on 
another proposal in at least two very well-known instances. In the legislation (ch. 143, SLA 
1978) proposing incorporation of the "Alaska Capital City Development Corporation" that 
would have acted to establish a new capital city in Southcentral Alaska, the measure's section 

6 provided that

This Act takes effect 30 days after certification that a bond issue for 
costs of relocation of the capital has been adopted by the voters of the state.

At the November, 1978, general election, the voters rejected a bond issue for that purpose. 
In ch. 54, SLA 1981, by AS 44.06.196(j), enacted in sec. 1 of that Act,

If the ballot proposition provided for in this section is approved by a 
majority of the votes cast on the question, an amount equal to the estimate of 
total costs may be expended to complete relocation of the capital. If the 
ballot proposition is rejected by a majority of those voting on the proposition, 
the Capital Relocation Initiative (AS 44.06.100 - 44.66.190, the "FRANK 
Initiative" as amended (AS 44.06.195, 44.06.196), the laws establishing the 
New Capital Site Planning Commission (AS 44.06.200 - 44.06.299), and the 
Relocation Indemnification Act (AS 44.08) are r pealed.

Senator Kim Elton
February 12, 2000
Page 2

11 Recall that Senate Bill 227's bill section 1 adds a new subsection, subsection (e), 
to AS 29.45.090 to displace the 10-mill property cap limitation of AS 29.45.090(a) as re­
enacted by the initiative, while Senate Bill 227's bill section 2, amending AS 29.45.100, 
makes a direct amendment to the text of sec. 2(3) of the language of the initiative to take tax 
levies for school bonded indebtedness out of the general rule that municipal bonds issued on 
or after January 1, 2001, are subject to the cap. Neither of the changes made in these bill 
sections makes sense without reference to the changes that would be wrought by the 
initiative.



The ballot proposition was rejected and the specific laws and Acts enumerated in 
AS 44.06.196(j) were thereupon repealed.

Conditioning the taking effect of an enactment on approval of a related measure by public 
approval given in a public vote is not so exceptional or unusual that it should give rise to a 

successful legal challenge.

Senator Kim Elton
February 12, 2000
Page 3

JBC:jdr
00-076.jdr



Municipalities with property tax caps

Anchorage: (a) prior year's tax revenue, plus
(b) CPI, plus
(c) taxes on new construction.

Fairbanks: same as Anchorage.

Juneau: 12 mills; bonds not included.

Kenai Borough: 8 mills; bonds not included.

Kodiak Borough: same as Anchorage plus
• Emergency expenses, plus
• Revenue for legal settlements and costs.
• Bonds not included.

Sitka: 6 mills; bonds not included.

Petersburg: 10 mills; bonds not included.



; nuLiL j
HISTORICAL SUMMARY OF MUNICIPAL PROPERTY TAX RATES

(1997-1999)

M ill levies are listed for the cities located within the municipality. The mill rates will not be listed for all service areas, however, a 
range o f mill rates is presented for each municipality. For a specific service area mill rate, contact the local municipal assessment 
office. An assessment jurisdiction mailing list can be found at the end o f this publication.

Municipality 1997 1998 1999

M UNIC IPALITY OF ANCHORAGE
(Unified Home Rule)

General Government
Education
Fire
Roads/Drainage
Police
Parks &  Recreation 

__________ Building Safety ______________
TOTAL

Smallest mill rate reported
Largest mill rate reported
Total number o f service areas reported

2.09 2.07 2.11
7.70 7.77 7.79
1.65 1.56 1.59
3.44 3.52 3.28
2.97 2.70 2.56
0.78 0.85 0.82
0.01 0.01 0.01
18.67 18.53 18.16

9.90
18.18
43

BRISTOL BAY BOROUGH
(Second Class)

General Government 0.00* 0.00* 0.00*
Education '.75 4.75 5.00
Solid Waste 1.50 1.50 1.00
Public Safety 2.25
Waste vVater 1.00 1.00 1.00
TOTAL 7.25 7.25 10.25

Mill rate is areawide.
* General government is funded through fish tax.

FAIRBANKS NORTH STAR BOROUGH
(Second Class)
City o f Fairbanks (Home Rule)

School &  Library Bonds 0.582 0.880 1.010
General Government (Boro) 4.311 4.064 5.170
General Government (City) 5.966 5.999 6.000
Education 8.497 8.831 8.3000
TOTAL 19.356 19.774 20.480

Smallest mill rate reported 16.1840
Largest mill rate reported 30.1890 City o f North Pole 17.968
Total number o f service areas reported ■ 131 Borough Lev)' 16.184

21



T A B L E  5
continued

Municipality 1997 1998 1999

HAINES BOROUGH
(Third class)
City o f Haines (First class)

General Government 5.85 5.85 5.85
Education 4.50 4.50 4.50
Medical -0- -0- -0-
TO TAL 10.35 10.35 1035

Smallest mill rate reported 4.74
Largest m ill rate reported 6.60 Borough Levy 4.50
Total number o f service areas reported 5

CITY AND BOROUGH OF JUNEAU 
(Unified Home Rule)

Education 5.20* 5.61* 5.61*
Fire 0.98 0.93 0.93
Police 5.71** 5.48** 5.48**
TO TAL 11.89 12.02 12.02

Smallest mill rate reported 6.12
Largest m ill rate reported 12.22 * includes schools, bond debt & general govt.
Total number o f sendee areas reported 3 **  includes Police, Transit, Streets & Parks

KENAI PENINSULA BOROUGH
(Second Class)
City' of Kenai (Home Rule)

General Government 3.50 3.50 3.50
Borough 8.30 8.00 8.00
Hospital 0.40 0.40 0.40
Kenai Peninsula College 0.08 0.08 0.10
TO TAL 12.28 11.98 12.00

Snijllest mill rate reported 8.60 C ity o f Seldovia 1535
Largest mill rate reported 12.75 City' o f Homer 15.60
Total number o f service areas reported 13 City' o f Seward 11.22

C ity of Soldotna 12.90
C ity o f Kachemak 11.10
Borough Levy 8.00

2 2



T A B L E  5
c o n t in u e d

Municipality 1997 1998 1999

KETCHIKAN GATEW AY BOROUGH
(Second Class)
City o f Ketchikan (Home Rule)

General Government 0.57 0.57 0.62
Education 6.43 6.43 6.88
Police 1.43 1.43 1.43
Fire 1.07 1.07 1.07
Public Works 4..20 3.90 3.90
TOTAL 13.70 13.40 13.90

Smallest mill rate reported 7.50
Largest m ill rate reported 11.63 Borough Levy 8.43
Total number o f service areas reported 14 City o f Saxman 7.50

KO DIAK ISLAND BOROUGH
(Second Class)
City1 o f Kodiak (Home Rule)

General Government 
Borough/Education

2.00
9.25

2.00
9.25

3.00
8.25

TOTAL 11.25 11.25 11.25

Smallest mill rate reported 9.25
Largest mill rate reported 12.50
Total number o f service areas reported 8 Borough Levy 9.25

MATANUSKA-SUSITNA BOROUGH
(Second Class)
City o f Wasilla (First Class)

Borough/Education
City
Fire

11.50 11.73 
1.50 1.30 
1.30 1.00

12.50
1.20
1.00

TOTAL 14.30 14.03 14.70

Smallest mill rate reported 12.50 Citv o f Palmer 15.50
Largest mill rate reported 18.86 C ity of Houston 15.00
Total number o f service areas reported 27 Borough Levy 12.50

23



T A B L E  5
continued

Municipality 1997 1998 1999

NORTH SLOPE BOROUGH (Home Rule)** 
General Government 
Education 
Debt Service

2.77
2.35

13.39

2.66
2.48

13.36

2.42
2.59

13.49
T O T /\L 18.51 18.50 18.50

M ill levy is areawide

C ITY & BOROUGH OF SITKA (Unified Home Rule) 
General Government 
Education

3.00
3.00

3.00
3.00

3.00
3.00

TO TAL 6.00 6.00 6.00 '

M ill levy is areawide

CITY & BOROUGH OF YAKUTAT (Home Rule) 
General Government / Education 9.00 9.00 9.00
TO TAL 9.00 9.00 9.00

M ill levy is for road accessed property only 
Property without road access is taxed at 6.0 mills

** See "Explanation o f Miilagc Rates" on next page.

24



T A B L E  5
continued

Municipality 1997 1998 1999

CITY OF CORDOVA (Home Rule)
General Government/Education 
TOTAL

14.48
14.48

14.48
14.48

14.00
14.00

Smallest mill rate reported
Largest mill rate reported
Total number o f service areas reported

11.49
11.49 
1

CITY OF CRAIG (First Class) 
General Government 6.00 6.00 6.00
TO TAL 6.00 6.00 6.00

M ill rate is areawide

CITY OF D ILLING HAM  (First Class) 
General Government 8.00 8.00 8.00
TOTAL 8.00 8.00 8.00

M ill rate is areawide

C ITY  OF EAGLE (Second Class) 
General Government 1.00 0.00 0.00
TOTAL 1.00 0.00 0.00

M ill rate is areawide. Note: There was no property tax levied for 1998.

C ITY OF NENANA (First Class) 
General Government 12.50 11.50 11.50
TOTAL 12.50 11.50 11.50

M ill rate is areawide

CITY OF NOME (First Class)
General Government 
Education

3.0622
9.6878

3.9861
7.12398

5.18
6.82

TOTAL 12.75 11.11 12.00

M ill rate is areawide



TABLE 5 
continued

Municipality 1997 1998 1999

CITY OF PELICAN (First Class) 
General Government 6.00 6.00 6.00
TOTAL
M ill rate is areawide

6.00 6.00 6.00

CITY OF PETERSBURG (Home Rule) 
General Government 10.00 10.00 10.00
TOTAL 10.00 10.00 10.00

City has three service area?, however all three have the same mill rates * *

CITY OF SKAGWAY (First Class) 
General Government 7.00 7.00 8.80
TOTAL 7.00 7.00 8.80

Smallest mill rate reported
Largest mill rate reported
Total number o f service areas reported

1.58
8.80
5

CITY OF UNALASKA (First Class) 
General Government 11.78 11.78 11.78
TOTAL
M ill rate is areawide

11.78 11.78 11.78

CITY OF VALDEZ (Home Rule)** 
General Government' 
Education

14.7511
5.1640

15.1830
4.8170

14.940
5.060

TOTAL 19.9151 20.0000 20.000

CITY OF W HITTIER (Second Class) 
General Government 5.00 5.00 5.00
TOTAL
M ill rate is areawide

5.00 5.00 5.00

CITY OF WRANGELL (Home Rule) 
General Government 
Education

8.80
1.20

8.80
1.20

7.11
1.89

TOTAL 10.00 10.00 9.00

Smallest mill rate reported
Largest mill rate reported
Total number o f service areas reported

1.20
12.00
3

**See "Explanation o f Millage Rates" on next page



PROJECTED IMPACT O N  A N C H O R A G E  OF INITIATIVE PETITION 

"AN A C T  PROVIDING PROPERTY TAX A N D  ASSESSMENT RELIEF" (99PTAR)

Anchoraoa 2000 Mill Rata»

General Government based on November 1999 Assembly approved 2000 budget; School District based 
on District’s proposed FY2000-2001 budget

Total

General Government (Average) 9.82
Anchorage School District B.09

17.91

Impact p f 99PTAR

Based on preliminary 2000 mill rates for Illustrative purposes only. If 98PTAR Is approved by the voters, 
It would not be effective until the 2001 mill rate.

If property tax reduction is allocated to General Government and the School District on the basis of their 
2000 property taxes:

General Government $40 mUUon
School Dletrlct $33 million

$73 million

Estimated Total Excluding 
Debt Service Debt Service

(1-06)
(1.39)

7.96
6.70

14.66

tapart WPTAR F«b 13 PREPARED BY THE OFFICE OP MANAGEMENT AND BUDGET 
MUNIQ PALTTY OP ANCHORAGE



2 0 0 0  P R O P E R T Y  T A X E S  F O R  C I T Y  S E R V I C E S  

($ Million)

Police 

$39.2 M

Street Maintenance/ 

Snow Removal 

$45.4 M

Flre/EMS 

$26.1 M

Cultural &  

Recreational Services 

$16.4 M

Public Transportation 

$3.8 M

Health - $3.6 M

Other-$13.0 M

T O T A L  = $147.7 Million

JPADpeWbe/Prop Tkaea for Cly Svca-H



CAUSES OF ANCHORAGE PROPERTY TAX INCREASE 
(1990-2000)
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T O T A L  I N C R E A S E  D U R I N G  P A S T  D E C A D E :  $ 1 2 5  M I L L I O N

* Yet during this 10-year period. . .
• Population has increased by 17%,
• Population served by police has increased by 35%,
• We have added 91 more police officer positions,
• We h ive added 54 more firefighters/emergency medical positions,
• We are now maintaining 52 additional miles of Municipal roads, and
• Inflation has increased by 34%.

.IPVTnrtMtadTar Incruu  C u m  90-00
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P r o p e r t y  T a x  C a p  W i l l  H u r t  A l a s k a n s

The proposed initiative does two main things:
1. Limits local mill rates to 10 mills per municipality, including fu­

ture bond debt (20 mills for residents of cities in boroughs).
2. Limits increases in assessed value of individual properties to no 

more than the Consumer Price Index, but no more than 2% per 
year.

Local Rights Issues:
• Takes away local voters’ rights: People in other parts of the state 
have no right to set mill rates for your municipality. Once set, your com­
munity can’t change the cap, even if all of the residents want to do so. 
Communities already have the power to adopt local caps designed to meet 
their own needs and many have done so.

• Some people get tax breaks, some don’t: Owners with property of 
equal r""~ket value may pay different property tax amounts for two rea­
sons:

1. Since property will only be assessed at true market value when it is 
sold or constructed, new homeowners will pay higher taxes than others.

2. The 2% cap in assessed value increases will give a tax break to 
property owners with property that is more quickly growing in value.

• I f  you live in a city in a borough, you are treated unfairly: Each 
municipal government gets a separate 10 mill tax cap. The cap is 20 mills 
if  you live in a city within a borough.

• Critical local public services slashed: The initiative would slash the 
major revenue by half in our largest municipalities. Schools are the key 
municipal service funded by property taxes. Schools average 9.7 mills in 
the three largest municipalities.

• No new school construction: The initiative cap freezes bond repay­
ment for new capital construction. Construction of new schools or other 
local improvements will be virtually impossible under the cap, even if ap­
proved by local voters.

• The initiative means new taxes, not a tax cut: How do petition 
advocates think schools, roads, and odier services will be provided? The 
petition organizer states, “It’s not my problem.” He is right, it is YOUR 
problem. Alaskans won’t allow inadequate education, public safety, and 
road maintenance.

“People in other parts of 
the state have no right 

to set mill rates for 
your municipality.1

Page 7
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ThelO mill initiative is filed on time; Now. it’s 

time to plan for possible “self imposed crisis”

by the Lt. Governor’s office along with 24,i83 signatures. The required 
number of signatures is 22,716, representing 10 percent of the voters that 
cast ballots in the last general election, The 10 mill initiative was the first to 
reach the Lt. Governor’s Office and therefore will be the first processed by 
the Division of Elections, charged with validating signatures. Indications are 
that the 1,467 signature surplus should be sufficient to compensate for du- 
plicate and invalidated signatures. :

A n c h o r a g e  b e g in n in g  to  t a k e  s e r io u s  n o te  ; ; \
• • ■- n * . ."•= v ; ■■ ’ • ' 

Immediately after the Legislature’s opening session the Anchorage
Senate caucus held a brief noon meeting with Anchorage Mayor Rick
Mystrom and City Attorney Mary Hughes. The subject was intended to be ■;
broader, but ended up almost exclusively focusing on general discussion of
:thê lO inflrmitfarivel In many respects the discussion gave focus to the need
to pin down detail on the mechanics of the proposed law, as well as its im­
pact, both in terms of municipalities and also state interests.

The first municipality in front of the 10 mill firing squad is the state’s 
largest, Anchorage, which operates on a calendar year budget. Most other 
municipalities operate on a fiscal year, and for them there will be roughly 
six months to make adjustments. But Anchorage will face a new budget 
year beginning January 1,2001, just days after the effective date of the 10 
mill law, if adopted.

Continued next page

fAl&iKa L eg is la tive .D igest; (C o m m u n ity  S u pp lem en t) 3 03 7  S ou th  Circle^ A nchorage; A laska  9 9 5 0 7  - S u p p le m e n t av a ilab le
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Calander year budgets face immediate impact

(Continued) The 10 mill initiative would be approved at the November 
general election, and probably certified in early December. This leaves An­
chorage virtually no time to revise its budget, although the domino impact 
on Anchorage schools would occur a little later, affecting the Sept-2001- 
June/2002 school year.

At this point there is a minimum of answers and lots of questions about 
the 10 mill municipal property tax. If there are any conclusions to be drawn 
from the discussion in the Anchorage caucus it’s that there are more ques­
tions than answers at this point. The Alaska Municipal League will be one of 
the main conduits for presenting the issue before lawmakers. :

A n c h o r a g e  m u n ic ip a l  s n a p  s h o t

, Anchorage in 1999 had a general mill levy of 17.82 mills. Past debt ser­
vice, grandfathered in at roughly 3.19 mills in 1999, would be allowed out­
side the 10 mill cap. Nevertheless, this would still leave Anchorage at 14.63 
mills, or 4.63 mills above the cap.:v^££

ThK4.'63ThillXedurtiô h 31.6^>ercehfdecrease in ̂
- propeffljaorevenuie tb'tfieThuiuelbaHtj^ $82 mil-?

i £Bra! Assuming a shared decrease for general government and schools, mu-
^ c ip a l " s « y T c e s ^ u n d e d b ^ r 6 p e r ^ ŝ f e T ^ u l d  decreaIe"]ff6m "$145_m dliO "n^ 
t̂oTbugffly SlOO^iliion, and p r o p e i t y t a ^ d i s t r i c t ^  

fV ? ;wou Id drbpfrbm $ 114 mill ion ToTabbuf $78rmillmrf7

Compounding Anchorage’s problem is: (1) the immediate timeframe 
and (2) a charter provision, adopted by initiative iri 1998£requiring a 60 per-^ 

■S^S'centmargmloj^pj^a municipalsales' taX?_In the recent Anchorage caucus 
discussion, which was pretty brief and certainly very informal, one brief sug- 
gestion was to umcnd Title 29 to prohibit supermajorities for revenue enact-

allowing 
cap also has

E)iges« Supplement #2/00 '{■ " \ ' f
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Removal from ballot: The Legislature has a constitutional opportunity 
to meet the general tenants of an initiative’ meaning clean it up a bit, and .- ;

L thus remove it from the ballot. In the case of property cap it is pretty obvious 
this does not jnclude sufficient latitude to alter the 10 mill provision, the ef- '

; fective date, or the 2 percent assessment value provision, and these are the 
three features that do the damage. Conclusion: The Legislature has no real 
opportunity to remove the initiative from the b a l l o t i- . -

f -1 ^  ;;v-. V •-
Subsequent amendment: The Legislature is restricted from amending 

law adopted by initiative for a two year period. However, even after two - 
years the Legislature would have to exercise great political care in amending 
a 10 mill cap. Conclusion: TheT^gisIatnre.probably couId hotamend the' 
actual 10~mill featuriTimmbdiate THecxp irariorTbOh eltwctye^

Iriodr^cTir^gO^j^mucfi. However, lawmakers might be able to move 
debt outside the 10 mill cap after two years. This could allow municipalities 
to again have bond capacity, and provide potential bond buyers sufficient 
guarantee of promise to pay. iHowever, bond buyers also have to be able to 
see sufficient possible tax capacity to maintain capital facilities over the life 
of the debt.vAnie^emely lpwIt^^prafid resfricting debt miUagercould 7 

fandDrobji^ bonds to;be dg^graded,includ-
^jng even reveimeTbased̂ mumcipiff d e b t J : 5 r I f  -r-

■ S - ' P V T z ' ^ ' . O'QHv

Collateral impacts on Alaska debt capacity

A fundamental and critical question: Would a 10 imli np^^eTliatln- 
•cIudesUebf~impact the state's own bond ratings, including possibly having a 
domino impact on agencies like the Alaska Housing Finance Corporation 
(AHFC) and the Alaska Industrial Development anmd Export Corporation 
(AIDEA). If so including debt under the cap would have extensive impact.
This will be a subject of discussion in our future reports.

Lawmakers, after some years, possibly in concert with other revenue 
actions, might be able to increase the 10 mill limit, and also possibly amend 
the law relating to the increase in assessments. \ «./

C o n tin u e d  n e x t p a g e  ’’

• *. -

• : -r * '
: - s -
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(Continued) There is

^lions. Over time there will be an ii 
7 f t \ where properties frequently turn over, and those where property is rarely 

’• j sold. This is likely to have an impact on school foundation funding, which .ft 
rests on a basis of full and true value across the state.

ft Governor* speech -  some good news for schools
v  - *ft .rm) ft .ft'. v ;-7 v. v %.&•*.<?*£'. ' ••

: . In his budget speech Gov. Knowles proposed a $550 million bond issue
for schools, with additional funding for urban communities to be funded un­
der debt support. What this means is the governor has said: “Bond for 
schools,” the House legislative majority has said: “Bond for schools,” the 
Senate legislative majority has said nothing, yet. This means that the gover­
nor and House lawmakers are at least working off the same page, the details 
of what’s on the page has a long time to evolve. Two out of three of the play­
ers agreeing to bond, and agreeing to roughly the same ballpark figure, is not 
bad as a start for the school construction issue. ’- f t  f t f t

U n iv e r s i ty  o f  A la s k a  - n e w  f u n d in g  s u p p o r t !  ;  ft~ , f  7 .;
*.*’•••*• •**.*•• <• • ••• * •* "• V -■ .*• *•»’.* • / *' •* . •f •• I _ -7* • 1 t .*••. •• '*** i’ *} " "  .■

The Governor made clear he will support a $16.9 million increase in 
budget requested by the University Board of Regents. Knowles said state 
support for universities has increased 42 percent nationally over the last de­
cade, but only 2 percent in Alaska.. v ^. :::

N o n -q u a l i ty  s c h o o ls  - m a in ta in in g  lo w  p e r f o r m a n c e !

Here we must pick on the governor a bit. He said that in 20 of Alaska’s 
53 school districts “at least half of the 11th graders scored at the bottom 
quartile in reading, language, or math.” However, proposed is only $7.6 mil­
lion for “prep kinds” of initiatives, obviously needed do something for stu­
dents at risk by the state’s new high school “execution exam.” Good inten­
tions and symbolism aside, $7.6 million is like giving 2,000 students in the 
middle of the Sahara desert, dying of thirst, a cup with 7.6 drops of water.
By the way, schools outside those 20 districts have plenty of problems, too, 
but their students at risk, lots of them, are masked by being averaged in with 
high end kids. -More on this later, lots morel

Digest Supplement #2/00
Page 4
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A l a s k a  m a y o r s  w a r n  t h a t  t h e  1 0  m i l l  

i n i t i a t i v e  i s  a  b a d  d e a l  f o r  e v e r y o n e !

Alaska mayors say that the initiative proposing a 10 mill property tax cap is a bad 
deal for everyone, including property owners. Ignoring the issue will have domino 
impacts, they say, complicating prospective state fiscal policy.

What can lawmakers do to help?
One thing the mayors say is that lawmakers should leave alone further state/mu­

nicipal revenue sharing budgets, at least for now. They would like to have no further 
cuts, but urgently stress no cuts this year! What Anchorage Mayor Rick Mystrom 
hopes to do is put together an Anchorage property tax reduction for the current year, 
but he says a further cut in state revenue sharing will force a tax increase (even with 
the local reduction). This would put a tax increase right into sync with the 10 mill is­
sue going to the ballot in November. Mystrom wants to avoid this collision of two di­
verse policy initiatives that might encourage voters to opt for the tax cap.

Municipal officials say the best scenario is for the 10 mill cap proposal to fail. 
Hopefully, then the debate over the 10 mill initiative would lay the foundation for key 
municipalities such as Anchorage, Fairbanks and Mat-Su, to seriously consider broad­
ening their tax revenue base by adopting sales taxes.

Ongoing debate of our responsibilities to pay for what?

What the 10 mill controversy will do is continue the debate over taxes and re­
sponsibilities. Who should pay for what and how? Obviously this is a public debate 
that needs more discussion and continuity,

Continued next page
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Some broadbrush snap shots

What we have now: We now have a 30 mill cap. Debt obligations can be above 
30 mil's, which is important. This gives our bond buyers a clear and unfettered prom­
ise to p ay, helping with bond ratings and to secure lower interest rates.

Cu rrent state average: The current state average mill rate is roughly 15 mills. 
Despite the average, in most medium size cities the rate is 8 to 12 mills.

First 10/12 mills - municipal core operations/school: For most communities 
municipal operations, plus areawide school contributions, consume the first 10-12 
mills of a levy. Within this core levy is a mandatory 4 mill state requirement for 
schools, but many municipalities pay more. For example: Ketchikan 6.43 mills; Ko­
diak 9.25 mills; Faiibanks 8.3 mills; Anchorage 7.79 mills; Bristol Bay 5 mills.

After 10-12 mills - taking jurisdictions/service areas: The mill outlay beyond 
10-12 mills is largely consumed by special jurisdictions within municipalities, ones 
created or joined voluntarily by citizens to provide their own service needs.

In general mill rates above 12 mills tend to finance elective services by citizens. It 
is important to consider that the people in these areas have usually: (1) specifically 
agreed to the range of services, (2) agreed that they will have to pay the cost of such 
services, and (3) generally understand they cannot expect other taxpayers to pay for 
their specific package of services. Note: Fairbanks has 131 service areas, Mat-Su 27, 
with most being road or fire service areas.

Wh£ service area millage is important: The mill costs above 12 mills are im­
portant to focus on because the 10 mill cap simply unilaterally disallows anything 
above 10 mills. This creates a structural limbo for such service areas, and policy mys­
teries in terms of fashioning anything to replace them. There is no functional way to 
provide for the service area needs without asking core taxpayers to pay, increasing the 
core levy, which then also creates demand from other areas for similar treatment.

Squeezing below 10 mills leaves no capacity elective service area millage, re­
gardless of the taxpayers desire to pay it. Next, even municipalities below 10 mills 
need to maintain capacity for future debt. If they don’t, then they can’t borrow, and 
this has ramifications for things like new subdivisions, road replacement and upgrade, 
and maintenance, let alone borrowing under the state school debt support program.

C o n tin u e d  n e x t p a g e

Page 2
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Wrangell, Petersburg, Craig, Nome, Dillingham

These are cities with city school districts, which vary from a high of 14 mills to 6 
mills, but the mill rate doesn’t tell the whole story. Unlike Fairbanks, Anchorage, and 
Mat-Su, which have zero sales taxes, these communities levy sales taxes ranging 
from 4 percent to 7 percent. Wrangell levies a 7 percent sales tax, Petersburg a 6 
percent tax, Cordova has 6 percent, and Craig and Dillingham 5 percent. The point is 
that these cities are already using a broad base of their tax options, and for the most 
part they always have. Few of them received the tax holiday the railbelt boroughs 
have experienced, in part because they are sophisticated and well-integrated small 
cities operating a full agenda of municipal services. These are also old cities, used to 
running their own affairs, and with constituencies used to paying their way.

The problem for these cities, which also operate city school districts, is they 
might have wiggle room right now, but they also have little alternate tax base left to 
tap. Most also apply their property tax fairly broadly.

Sitka, Ketchikan, Yakutat others

Sitka: Sitka is a unified municipality under a single 10 mill cap, and at 6 mills 
seems comfortably under the 10 mill cap. However, Sitka already has a 5 percent 
sales tax, and exercises its property tax fairly broadly, taxing business equipment, 
inventory, boats and aircraft. Sitka is in the range of boroughs that participates in the 
state debt reimbursement program, and presently carries $1,506 per capita debt.

Ketchikan: Ketchikan is a second class borough with the home rule City of 
Ketchikan in its center. The mill rate within the city is 13.9 mills, and the borough has 
8.3 mills, but Ketchikan has a borough sales tax of 2 percent and a city sales tax of 
3.5 percent, for a combined sales tax rate of 5.5 percent, the rate most people will pay. 
There is not a lot of slack here,

Yakutat: Yakutat is one of our newest boroughs, making the transformation from 
a first class city operating its own school city district to a borough in the 1990s. Pres­
ently Yakutat has a 9 mill real property tax rate, but also a 4 percent sales tax, plus a 
bed tax, car rental tax, and a 1 percent raw fish tax. The community is 1 mill from the 
proposed tax cap and pretty well using all other revenue options available. The Yaku­
tat Borough also has a per capita debt of $1,136.

C o n tin u e d  n e x t p a g e
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S m a l l e r  b o r o u g h s  a n d  c itie s :  A  p r o b le m  th e y  g ro w  in to !

(Continued) The broad picture we have is that our smaller boroughs and many 
medium size cities are not in an immediate crisis situation under a 10 mill cap. Over 
the longer term they have problems because: (1) most already use alternative tax 
bases, and (2) this class of city will be the most burdened by continued erosion of all 
kinds of state services.

R a i lb e l t :  M o s t ly  im m e d ia te  c r is is  - s a le s  ta x e s  o r  c u ts !

The railbelt faces the immediate crisis, with the exception of the Kenai Peninsula 
Borough, which already has a diversified tax base splitting burdens between property 
taxes and sales taxes. However, like the smaller boroughs and cities discussed above, 
the Kenai Borough and its cities are already tapping their sales tax base at roughly 5 
percent. The borough sales tax is only 2 percent, but within cities, where most pur­
chases are made, it is a combined 5 to 5.5 percent. Cities within second class bor­
oughs get some relief by getting their own 10 mills, without burden of schools.

Anchorage and Fairbanks face difficult situations, but both are large commercial 
centers and have considerable alternate capacity in the form of sales taxes. However, 
Anchorage adopted a charter amendment (by initiative) several elections ago requir­
ing a supermajority to adopt a sales tax. As we’ve said before, achieving a 60 percent 
margin on a controversial fiscal issue is a tough political challenge.

The irony of the Anchorage situation is they could go to a special 
election for a sales tax, get a majority but fail supermajority. The subse­
quent drastic cuts for municipal services and schools would then invite 
interesting citizen reactions, since citizens would be confronted with cuts 
despite their majority willingness to tax.

S e rv ic e  d i s t r i c t s  - s o lu t io n  a  m y s te ry .

As a tax cap squeeze takes place, the mystery remains as to how service districts 
can survive. Certainly, service district residents cannot expect a gift of services, plus 
the services are extremely varied. We also need to remember that service areas repre­
sent a huge gift of flexibility, allowing a response to varying needs, varying ability to 
pay, and allowing choice to the users.

Digest Supplement #4/00
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A 1 0  m i l l  p o l l - a  r a y  o f  h o p e !  ‘£ / 4 -  

M a y b e  w e  c a n  a v o i d  l o c a l  c h a o s ?

An Anchorage based poll by Ivan Moore Research has surprised politi­
cal observers, showing that 50 percent of Anchorage area voters, at this time, 
were willing to say they opposed a 10 mill cap on property taxes. Of those 
sampled in the municipality-wide poll 42 percent said they supported a 10 
mill cap, while 8.1 percent said they “didn't know.” The question asked 
was straight forward and did not include suggestions of side issues, such as 
issues surrounding service areas, ability to bond, or impact on bond ratings.

(Note: See question asked page 2)

Some demographic highlights: ' j

* Those of less education tended to support the 10 mill cap; those of the 
highest education were most opposed to the cap (60 percent).

* Younger respondents also tended to support the cap, while older respondents 
opposed the cap.

* Those of less income and tended to support the cap; those with the 
higher income tended to oppose the cap.

* Married respondents were more opposed to the cap than single people.

* Non politically affiliated tended to oppose the cap, as did union members and 
Democrats, while Republicans and conservatives favored the cap.

* Men tended to oppose the cap more than women.
C ontinued next page
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The question asked!

There is a statewide initiative that will appear on the November balJot that 
proposes capping property taxes at a maximum of 10 mills statewide. In Anchorage 
property taxes current range between 13 and 18 mills. Proponents of the initiative say 
property taxes are too high and should be reduced. Opponents say that this proposal 
will cause significant reductions in basic municipal services, or will necessitate other 
types of taxers to replace lost revenues. Do you support of oppose the statewide 
initiative proposal to cap property taxes at 10 mills?

I__________________________  /

S u p p o r t  a n d  o p p o sitio n  b y  a re a

The strongest opposition (57 percent) came from West Anchorage, a 
more affluent area of Anchorage. The lowest opposition was downtown, at 
46% favoring the cap and 45% opposing the cap, which may reflect a higher 
percentage of “renter” respondents less directly familiar with property taxes. 
Affluent South Anchorage tended to split on the issue. East Anchorage op­
posed the cap at 52.5 percent, Eagle River at 50 percent, while midtown 
opposed the cap at 56.6 percent.

Issu e s  to  y e t to  su rfa ce

Many issues are yet to surface that will influence voters on the 10 mill 
initiative. One issue will be school cuts. In the three largest railbelt bor­
oughs, Fairbanks, Anchorage, and Mat-Su, there will be serious issues of 
school budget cuts if the initiative is approved. The only alternative is a 
hefty and broadly applied sales tax, a general tax paid areawide and then 
used to make up lost local revenues for an areawide service - schools.

Another issue is debt, and the ability of local governments to bond for 
improvements. This is serious for Anchorage in terms of maintaining mu­
nicipal structure, and for all major municipalities in terms of schools. There 
is also the issue of bond ratings, and collateral impacts that might reach the 
bond ratings of the state, and its subsidiarie. This costs a lot of money for a 
lot of people, in a lot of different ways.

Continued next page
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Issu e s  to  y e t to  s u r fa c e  (C o n t’d )

The complex issues that revolve around service areas represent an inter- 
esting wrinkle as the 10 mill debate progresses. This is especially true in . 
places like Mat-Su and Fairbanks were significant services are delivered and 
supervised generally by local boards through scores of service areas. Fair­
banks has 131 road and fire service areas, and it is important to remember 
that two-thirds of the Fairbanks population lives outside the city and is 
served by these service area units. In Mat-Su there are roughly 60 such ser­
vice areas, again mostly road and fire service areas. We were also reminded 
by a Mat-Su official that service areas in that borough are totally privatized, 
with services delivered by bid and contract. - ?. *7

P C E  - U n iv e rsa l se rv ices  fu n d  V

Rep. Bill Hudson has succeeded in turning his Utility Restructuring 
Committee to the always difficult task of rural power cost equalization. In 
many respects the universal services concept is a feature of every utility 
within its own operating zone, with more efficient areas helping offset costs 
of less efficient service zones. Its a short step conceptually to applying this 
concept to the statewide stage, with laiger and efficient bodies of rate-pay- 
ers, some lucky enough to sit on top of natural gas, helping offset high rural 
energy costs, i.e. helping support PCE. However, this is a long political step.

However, it is interesting to see Joe Griffith, Chugach’s chief financial 
officer, consistently willing to bring up, and talk supportively, of the univer­
sal services concept. Griffin’s position is interesting because he represents a 
bunch of urban rate payers and because he is also the money guy for 
Chugach - chief financial officer. As the CFO, he’s an unlikely type to speak 
up for anything that might cost his people money and add to his local rates.

Why is this significant? Well, probably because Griffith has a whole lot 
of experience and therefore likely knows where PCE ends up anyway. The 
problem is that the rest of us will likely have to take a longer and bumpy po­
litical trail to get to this logical end point. After all, universal rate-payers 
probably represent a fairer base to spread utility inequities than state taxpay­
ers, which Alaskans one day may be.
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quality schools. However, the reality, given inflation, and the fact that 
schools cannot readily trim back because of a slip in enrollment, is that 
$10.5 million probably still leaves schools a net loser over the current year.

Nevertheless, we might consider that this is the last year of the 'Republi­
can back-of-the-napkin 5 year fiscal plan. They originally promised a multi­
faceted billion package of cuts matched by new revenue. But having lacked 
phonics training, and hampered by speech impediments making it difficult to 
say words with “t,” they soon abandoned money raising and turned solely to 
cuts. So be it. However, after this year restless majority members with a 
modicum of free thought, will be out from under this policy precondition of 
cuts only. While it might have been nice if Sen. Wilken had said to roll the 
whole $19 million school lapse this year into next year, he provides a wel­
come hint that there may those who will shake the shackles and be willing to 
pursue funding initiatives, albeit cautious ones.

E lto n ’s SB -227 - a m e n d i n g  th e  1 0  m il l  la w

SB-277 explores possible solutions should the 10 mill tax cap initiative 
become law. Elton’s bill would bar municipalities from selective taxation, 
requiring all property be taxed at the same rate. In other words, we couldn’t 
have a residential class taxed at one rate, and commercial property at an­
other. However, the bill effectively seeks to amend a 10 mill enactment, both 
in terms of debt features and also providing that any limitation on levy be 
approved by local voters in municipalities.

The bill relies on language in the constitution that on one hand bars an 
initiative law from being repealed for two years, but provides: “It may be 
amended at any time. ” It is the meaning of this later statement that is subject 
to debate. Does this mean “amend” far outside the concept of an initiative, 
virtually repealing it (but not technically), or is it constrained by the same 
constitutional parameters that confine lawmakers in removing an initiative 
from the ballot by passing a similar law, cleaning it up and make it work­
able, but prohibited from violating the basic tenants of the proposal.
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RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE

RESOLUTION NO. 2000-04

A RESOLUTION OPPOSING A STATEWIDE PROPERTY TAX CAP 
BECAUSE IT REMOVES THE POWER OF LOCAL VOTERS

WHEREAS, the proposed Statewide Property Tax Cap Initiative would remove the power o f  
local voters to determine the appropriate sources of local revenues. In fact, the voters in many 
municipalities have approved spending or revenue caps that meet the needs of their community.

WHEREAS, the proposed initiative would do two things:
1. Limits local mill rates everywhere in the state to 10 mills, including future bond debt.
2. Limits increases in assessed value o f individual properties to the CPI, but no more than 2 

percent per year.

WHEREAS, the initiative takes away local voter control This is a key local taxpayer control 
issue because people in one part o f the state should not be allowed to set mill rates for people in 
other municipalities.

WHEREAS, if  the initiative is adopted, owners with property of equal market value may 
pay different property tax amounts for two reasons:

1. Property will be assessed at true market value when it is constructed or sold. A newly 
purchased or constructed home could pay much higher taxes than one o f equal value that 
had not recently been sold.

2. The market values of property in any community may grow at different speeds. The 
capping o f assessed values may give a tax break to property owners with property that is 
more quickly growing in value.

WHEREAS, several municipalities have property tax rates o f approximately 19 mills. This ini­
tiative would cut the major local revenue nearly in half. Schools are the key municipal service 
funded by property taxes.

WHEREAS, the initiative’s 10 mill tax cap includes bond repayment for new capital construc­
tion. It may be unlikely that new schools or other local improvements could be built, even if  
desired by local voters.

NOW, THEREFORE, BE IT RESOLVED that voters are urged to reject a statewide prop­
erty tax cap because it removes the power of local voters, could effectively halt school and other 
bond construction, and could create an inequitable system of taxation in which owners with 
equal property values could pay different amounts of property tax.

40



C IT Y  O F  P E T E R S B U R G
P .O . BOX 329 • PE TER SB U R G . A L A SK A  99833 

T E L E P H O N E  (907) 772-4511 
T E L E C O PIE R  (907) 772-3759

February 10, 2000

Senator Kim Elton 
State Capitol, Room 504 
Juneau, Alaska 99801- 1182

Dear Senator Elton:

Please accept this letter o f support for Senate Bill 277. We believe municipalities must have 
local control to determine the level of taxation necessary for local services. Although we hope 
the Property Tax Initiative fails, if  it does not, it is imperative that SB 277 protect the rights of 
the local citizens to choose their level of taxation and service.

The Petersburg City Council, recognizing the potential detrimental impact the Property Tax 
Initiative could have on municipalities, voiced their opposition by the approval o f Resolution No. 
1600-R, a copy of which is attached.

City of Petersburg
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RESOLUTION NO. 1600-R

A RESOLUTION OPPOSING THE PROPERTY TAX INITIATIVE

Whereas, an initiative petition application was filed with the Lieutenant Governor’s 
office on March 12, 1999, and certified on June 8,1999, said petition being titled 99PTAR; and

Whereas, the proposed bill sets the value of property at its assessment on January 1 o f the 
first year it is in effect, and assessment increases are generally capped at two percent per year; 
and

Whereas, the proposeu bill caps property taxes at one percent (10 mills) o f assessed 
value; and

Whereas, the potential ill effects o f this initiative are greatly exacerbated by the reduction 
of revenues from the Safe Communities/State Revenue Sharing and fluctuating revenues 
generated from naturai resource harvesting; and

Whereas, a 10 mill cap on property tax assessments would make it difficult to sell bonds 
to finance future capital projects approved by voters; and

Whereas, determining the tax levy for a municipality should remain the right o f the voters
living within the municipality and should not be determined statewide.

Now Therefore Be It Resolved by the City o f Petersburg to urge the State o f Alaska to
assess the potential impact if  this initiative is approved; and

Be It Further Resolved to urge the Governor to use all available legal means to educate 
citizens on the negative effects passage of this bill would have; and

Be It Further Resolved to urge the administration to pursue a concerted effort to generate 
alternative sources o f revenue which will afford a measure of tax relief to property owners; and

Be It Further Resolved to urge the members o f the Alaska Municipal League and 
communities throughout the state to undertake a serious examination of the potential impact this 
initiative could have on the rights and local control citizens have in their communities to 
determine the level o f taxation necessary for local services.

City Clerk
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A la s k a  D iv i s io n  o f  E le c t io n s

INITIATIVE PETITION BILL LANGUAGE 
by Petition Sponsors

Petition ID: 99PTAR
An Act Providing Property Tax and Assessment Relief

Posted 7/28/99

Proposed Bill:

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

SECTION 1. FINDINGS AND PURPOSE.

The people of the State of Alaska find and determine that political and taxation power is vested in the 
People; that each person has the right to the enjoyment of the rewards of his or her own industry as 
guaranteed by Article 1, Section 1 of the Alaska Constitution; that substantial pressures will be placed on 
local governing bodies to raised taxes; that a substantial threat of additional and unwarranted taxation of 
the People presently exists; that the Alaska Legislature and the local governing bodies do not appear 
willing to protect the People against this taxation; that property owners should not be subjected to 
continuing large increases in taxes or assessments; that property owners should be entitled to rely for the 
future on assessed values on their properties that existed at the time of purchase; that lower taxes 
encourage economic growth; and that it is necessary for the People to place certain controls on the manner 
in which the People may be taxed.

SECTION 2. MUNICIPAL PROPERTY TAXATION AND ASSESSMENT.

1. AS 29.45.110 is repealed and reenacted to read as follows:

a. The assessor shall assess property at its full and true value as of January 1 of the first 
assessment year after this statute takes effect, except as provided in this section and any other 
provisions of federal, state or local laws and regulations which require or authorize the 
assessment to be at a lower value. The full and true value is defined as the price that the 
property would bring in an open market at that time in a sale between a willing seller and a 
willing buyer both conversant with the property.

b. In subsequent assessment years, the assc;s value may not be raised more that the rate of 
inflation as shown by the consumer price index, or comparable data, for the area under the

mnnnn \ . in  i i '
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taxing jurisdiction, but in no event to exceed two percent in any given year.

c. Notwithstanding the provisions of subsection (b), property shall be reassessed at its full and 
true value as of January 1 of the subsequent year if the property is newly constructed, or if a 
sale, purchase or change of ownership has taken place during an assessment year.

d. The Legislature may create definitions and exceptions to subsection (c) to prohibit 
reassessment for types of sales, purchases cr changes of ownership, including, but not limited 
to, transfers such as those within the family, creations of trust to benefit the family members, 
or transfers as a result of death, divorce, or marital dissolution. The Legislature may also allow 
the transfer of an assessment from one piece of property to another under appropriate 
circumstances, such as, but not limited to, eminent domain, taking of property by 
governmental action, changes of residence of any persons over age 65 who are qualified for 
the tax exemption authorized by AS 29.45.050(i) and who move to a residence of equal or 
lesser value.

e. The subsections of AS 29.45.010 presently designated (b) and (c) are redesignated (e) and (f).

2. AS 29.45.090(a) is repealed and reenacted to read as follows:

A municipality may not, during any year, levy an ad valorem tax for any purpose in an amount in 
excess of one percent of the assessed value of property in the municipality, nor may it levy a tax on 
any particular piece of property in an amount in excess of one percent of the assessed value of that 
particular piece of property.

3. AS 29.45.100 is amended to read as follows:

The limitations provided for in AS 29.45.080 - 29.45.090 do not apply to taxes levied or pledged to 
pay or secure the payment of the principal and interest on bonds issued prior to January 1, 2001, but 
do apply to taxes levied or pledged to pay or secure the payment or principal and interest on bonds 
issued on or after that date. Taxes to pay or secure the payment of principal and interest on bonds 
issued prior to January 1, 2001 may continue to be levied without limitation as to rate or amount, 
regardless of whether the bonds are in default or danger of default.

SECTION 3. SEVERABILITY.

The provisions of this Act are independent and severable, and if any provision of this Act, or the 
applicability of any provision to any person or circumstance, shall be held to be invalid by a court of 
competent jurisdiction, the remainder of this Act shall not be affected and shall be given effect to the 
fullest extent practicable.

SECTION 4. EFFECTIVE DATE.

This initiative shall be effecuve when enacted according to law.

Initiative Petition Status Report
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F a i r b a n k s  N o r t h  S t a r  B o r o u g h  A s s e m b l y

809 Pioneer Road P.O. Box 71267 Fairbanks, Alaska 99707-1267 907/459-1000
fax  907/459-1224

6*)M arch 5, 2 0 0 0

S e n a to r  G ary  W ilken 
C apitol B uild ing  
J u n e a u ,  A laska  
9 9 8 1 1 -1 0 8 2

D ear G aryK 1' ^

I th o iig h t I sh o u ld  follow u p  o u r  ta lk  la s t  Friday w ith som e m ore 
in fo rm ation  in  d ep th , a s  well a s  an a ly sis , on  the 10-mill initiative and  
w h a t it m e a n s  for th e  F a irb a n k s  N orth S ta r  B orough.

As th is  w as being  p rep a red , th e  A ssem bly held a  w ork session  and  
reach ed  c o n se n s u s  on o u r  c u rre n t legislative goals, so I w ould like to 
sh a re  th a t  w ith  you , a s  well.

The d o c u m e n ts  a re  a  b it long. Hopefully, w orth  the  ex tra  read ing  time. 

Please call if y ou  have q u estio n s .

Sincerely,

f i t
Bonnie W illiam s
C hair, F in an ce  C om m ittee
F a irb an k s  N orth  S ta r  B orough  A ssem bly

bw illiam s@ m osquitonet.com  
4 5 5 -6652  p h /fa x

cc: Rick Solie, P resid ing  Officer FNSB A ssem bly
G arry  H u tch iso n , D eputy  C hair of F inance  Com m ittee 
A ssem bly  M em bers 
M ayor Hove 
L inda A nderson
C y n th ia  H enry, C h a ir  School B oard 
S u p e r in te n d e n t of Schools J im  Holt

Attch: 10-m ill In itiative, an d  10-Mill fact sh e e t 
Legislative P ositions 8s Issu es

mailto:bwilliams@mosquitonet.com
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TEN-MILL INITIATIVE 

D im e n s io n s  fo r F a irb a n k s  N o rth  S ta r  B o rough

T here  a re  th ree  m a in  e lem en ts  to the  initiative:

• Lim it p roperty  tax es to a  m axim um  of 10 m ills
• Lim it the  in c rease  in a sse ssed  value to a  m ax im um  of 2% a  year
• Limit new  bo n d s to falling w ith in  the  10-m ill cap

T he first can  be sim ply m easu red  by looking a t  th e  a tta c h e d  page, w hich 
gives c u rre n t y e a r  rev en u es an d  ex p en d itu res . IVe divided the 
e x p en d itu re s  in to  th o se  th a t  a re  m an d a ted  by S ta te  C onstitu tion  or S ta te  
S ta tu te , a n d  th e  rem ainder.

You can  see a t  a  g lance th a t  the  size of the  p rob lem  for u s , on a n  $89 
m illion do llar a n n u a l budget, is roughly $25  m illion.

You can  a lso  see th a t  th e re  is a  m ajor problem  for u s  involving bo th  Road 
Service a re a s  an d  F ire /E M S  Service a reas . The form er d ep en d s a  great 
dea l on p roperty  taxes voted u p o n  by re s id en ts  in  th e  service area . The 
la t te r  a re  a lm o st en tirely  d ep en d en t u p o n  p ro p erty  taxes, again, taxes 
voted  by re s id en ts  of the  service area.

W ith the  im position  of a  10-mill, sim ply p u t th e re  will be no property  
tax es  for e ith e r road  services or fire/EM S.

• R oads will g radually  deterio ra te
• R oads will be difficult to im possible for p a ssag e  in heavy snow
• Fire in su ra n c e  will rise , possib ly  doub ling  o r trip ling
• Lack of fire p ro tec tion  will p roduce  h u m a n  traged ies
• The core of vo lun teer firefighters/E M T s will d issip a te  

R esu lting  in  ex tended  m o n th s /y e a rs  for recovery shou ld  the 
vote su b seq u e n tly  be reversed or negated

The req u irem en t th a t  all new  bonds fall w ith in  th e  10-m ill cap  will m ean 
th a t  th e re  c a n n o t be any  new  bonds. Not j u s t  th is  y e a r  o r nex t year, b u t 
for the  d u ra tio n  of th e  ex istence  of th a t  s ta tu te .

U nder th e  in itiative, b o n d s previously sold a re  exem pt from  the cap. 
However, w hen  those  bo n d s are  paid  off, th a t  e lim ina tes a  d eb t of the 
bo rough  w ith o u t providing new funds. As the  a tta c h e d  show s, a 
red u c tio n  to 10 m ills, reg a rd less  of deb t service, will m ean  we go down to 
ten , an d  never lower. As we can n o t get lower, th e re  will never be room  
for a  new  bond , an d  th u s  in  tu rn , in ten , tw enty  or th irty  y ears , w ith an
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ex pand ing  popu lation , th e  borough  w ould be u n ab le  to build any  new 
school.

The m iddle e lem en t is p e rh a p s  the m o st dan g ero u s of the three. It 
re su lts  over a  few sh o rt y ea rs  in com plete inequity  in how property  is 
a sse sse d , an d  therefore, w ho m u s t pay  a n d  who gets a  free ride.

U sing  a  c a lcu la to r p rogram  David found on  the  In te rne t, I find th a t  the 
co st of living h a s  risen  31%  from 1990 to 2000 , an d  108% from 1980 to 
2000 . I ra n  on  m y ca lcu la to r a  cum ulative  2% for 1990 to 2000, an d  
achieved 21.89% , a b o u t 10% less th a n  ac tu a l. Real esta te , of course , 
does n o t exactly  an d  precisely track  the  co st of living, b u t there  is a  
reaso n ab le  re la tionsh ip .

H ad th is  in itiative been  in  place s ta rtin g  in  1980, by now the borough 
w ould be rough ly  60%  o u t of w hack  w ith m ark e t prices, for those hom es 
held  c o n s ta n t by th e  sam e ow ner since 1980; an d  all over the  m ap  for all 
o th e r  p roperties.

C a lifo rn ia ’s  E x p e rie n c e

The consequence  in  C alifornia h a s  been  a  g ross d isto rtion  of m ark e t 
value to taxed  value, w herein  the  only ind iv iduals th a t  pay tax  on m ark e t 
value are  the  c u rre n t-y e a r  p u rch a se rs . T his in  tu rn  h a s  d isto rted  the  
n a tu ra l  fu nc tion  an d  fluidity of the  real e s ta te  m arket, causing  self- 
in te re s t behav io r driven by frozen a sse ssm e n t ra th e r  th an  self-in terest 
d riven  by n e a rn e s s  to jobs, good schools, o r considera tions su ch  a s  the  
size a n d  room s of a  given house .

In th e  m ean tim e, the  revenues available from  an  apprecia ting  m arke t are  
den ied  to C alifornia 's m un ic ipal governm ents. While allowable a sse ssed  
value h a s  rise n  42% , a c tu a l m ark e t value h a s  risen  from  betw een 200  to 
800% , depend ing  u p o n  the  com m unity  an d  neighborhood.

O nce c a u g h t in th is  trap , it  is extrem ely difficult to becom e extricated . 
C alifornia en te red  the  trap  hoping  to h a lt  ru n aw ay  local property  taxes 
th a t  were evicting sen io rs from  hom es b o u g h t a fte r WWII. Many of those 
sen io rs  a re  now  dead , b u t o th e rs  have rep laced  them , such  a s  m y 
m other.

[She pay s $ 1670 , while ne ighbors in roughly  com parab le  hom es pay on 
th e  o rd er of$20,000.]

W ere they  to nullify Prop 13 w ith a  vote, im agine sudden ly  im posing a  
p roperty  tax  th a t ’s $2 0 ,0 0 0  in stead  of $1670 . An entirely  new crop of 
C alifo rn ians w ould be evicted from th e ir hom es.
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The only “o u t” I can  see for them  is to g rad u a lly  reduce  reliance on the  
p roperty  tax, th en  e lim inate  it entirely , a n d  u se  j u s t  s ta te  incom e tax  an d  
sa les  taxes a s  the  princip le  revenue so u rces . After th e  passage  of a  few 
y ears , one could  th e n  re in s ta te  a  p ro p erty  tax  b ased  on a c tu a l fair 
m a rk e t value.

As th e  10-Mill is based  en tirely  on Prop 13, w h a t h a s  h ap p en ed  in
C aliforn ia  since 1978 is re levan t to u s , if we w ish  to lea rn  from th e ir
m is tak es .

C a lifo rn ia ’s  L esso n s

T he experience for C alifornia is d irectly  tied  to th e  th ree  p a rts  of o u r  10- 
Mill initiative.

• Property  taxes w ere rolled b ack  a n d  frozen, forcing reliance  on 
a lterna tive  revenues

• A ssessm en t in c reases  were lim ited  to 2% an n u ally , re su ltin g  in
a  m assive d is to rtio n  in  equ itab le  tre a tm e n t a n d  therefore, in
grossly  un fa irly  levied taxes

• Failu re  to bu ild  an y  new  schools in  the  firs t 10-15 years. In  the 
p a s t  5 y ears  a  few co u n ties  have su cceed ed  in  p a ss in g  bonds. 
(Note th a t popu la tion  rose  from  22  m illion to 33 m illion in  th is  
tim e span.)

The “a lterna tive  rev en u es” proved to be th e  u s u a l  m ix of increased  fees, 
specia l tax  d istric ts , a n d  p roperty  tax  a m o u n ts  n o t based  on  a sse sse d  
value (a k ind  of h e ad -co u n t tax). None of th e se  w ere ad eq u a te , so 
c o u n tie s  tu rn e d  to S ta te  governm ent, b ring ing  w ith them  schools. 
C oun ty  con tro l of schools p a ssed  to S a c ram en to , effectively, w hen  all 
local fu n d s  were rem oved from  school d is tr ic t budge ts . The S ta te  
leg isla tu re  responded  by tak in g  over 100%  of fund ing , u s in g  a  s tra ig h t 
fo rm u la  w hich p roduces the sam e a m o u n t p e r  s tu d e n t/s c h o o l reg ard less  
of locale w ith in  the  S ta te . This still did n o t provide sufficient revenues, 
a n d  so local governm ents have g rad u a lly  bled them selves of 
a u th o rity /p o w e r to S acram en to , in exchange for suffic ien t funding. The 
L egislatu re  gives th e  m oney, a n d  provides th e  s trin g s .

C aliforn ia  today h a s  an  8.25%  sales tax , one of th e  h ig h es t s ta te  incom e
taxes, very h igh  tobacco, alcohol a n d  gaso line  taxes.

Local governm ent h as  n o t ab an d o n ed  the  se a rc h  for new  revenue
so u rces . They now rou tine ly  have a n  “in fra s tru c tu re ” fee for new  
co n stru c tio n . This m ean s th a t  a  new, m o d es t 3 -bedroom  hom e m u s t 
have a  p e rm it costing  $19 ,182  in th e  city  of C arp en te ria , before it c an  be
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co n stru c ted . T h a t pays for ex isting  ro ad s , schools an d  p a rk s , w hich  the  
fu tu re  ow ner w a sn ’t paying  for 5, 10 or 30  y e a rs  ago.

T he  A laska  V e rs io n

I w ould an tic ip a te  th a t  A laskan  m un ic ipal officials a re  equally  creative in 
devising new  taxes to su b s ti tu te  for p ro p e rty  tax  revenue. However, 
certa in  s te p s  a re  clearly  delineated  for a n y  resp  onsible local official:

• R equest th e  im m ediate  rem oval from  S ta te  law  of the  sen io r 
citizen hom e ow ner exem ption

• E lim inate  the  hom e ow ner’s $ 1 0 ,0 0 0  exem ption
• C onvert the  F ire /E M S p roperty  tax  in to  a  h ead co u n t tax , so 

th a t  in s tea d  of each  p roperty  pay ing  according  to its  a sse sse d  
value, the  cost will be divided by th e  to ta l n u m b er of p roperties.

I w ould an tic ip a te  in early  y ea rs  an  a b a n d o n m e n t of road  services, and  
shortly  thereafte r, a  rising  tide of re q u e s ts  for the  S ta te  to a ssu m e  th is  
responsib ility . T his will prove far m ore expensive th a n  the  c u rre n t 
system , a n d  will certa in ly  elim inate  all n e ighborhood  an d  local control.

I w ould a n tic ip a te  th a t  all u n fu n d ed  m a n d a te s , be they  S ta te  or Federal, 
w ould be e lim inated  from  budgets . F u n d ed  m a n d a te s  shou ld  an tic ip a te  
a  very steep  in crease  in  the  ad m in istra tiv e  fees charged  by m un ic ipal 
governm ent o r by school d istric ts .

In th is  resp ec t, since I d o u b t th a t  fu n d in g  w ould be forthcom ing, we 
could  an tic ip a te  shortly  having  EPA tiy ing  to take  over I/M  an d  Air 
Q uality is su e s , an d  w ith in  sh o rt o rder, issu in g  all so rts  of foolish, 
d raco n ian  federal ed ic ts. T his in tu rn  will th rea te n  federal highw ay 
funds. In s tead  of a  dialogue betw een local governm ents an d  EPA, we will 
move to EPA v e rsu s  A laskans.

S p e c ia l Im p a c t  fo r F a irb a n k s

The Revenue C ap

As you  know  th e  F a irb an k s  N orth S ta r  B orough , an d  separa te ly  the  city 
of F a irb an k s , a re  su b jec t to local revenue  caps. These opera te  very 
sim ply: revenue  for the  n ex t y ear m ay n o t exceed the  c u rre n t year, w ith 
the  excep tions of voter approved b o n d s, th e  increase  due  to new  
co n stru c tio n , a n d  the  increase  allow able by inflation. (There is a  fou rth  
exception, for m ajo r ca tas troph ies .)
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T his revenue  cap  h a s  o p e ra ted  exceedingly well for the  bo rough  since, I 
believe, 1987. R evenue is a d e q u a te  to the  task , som etim es a  little tight, 
so m etim es a  little loose, b u t  ad eq u a te . N ecessary  fu n c tio n s can  
generally  be properly  funded . V o ter-m andated  au th o ritie s  a re  well m et. 
T axes have been extrem ely s tab le , a n d  for b u s in e sse s  a s  well a s  for those  
on  fixed incom es, very p red ic tab le .

If th e  ten-m ill initiative p a sse s , it will n o t supercede  o u r revenue cap , b u t  
r a th e r  becom e in add ition  to it. As a  consequence , the  borough will have 
a  very lim ited w indow  of o p p o rtu n ity  to p e rsu ad e  voters to accep t som e 
new  form  of taxation . Failing  th a t, we will be u n ab le  to c rea te  an d  
im pose new  taxes. We will live u n d e r  bo th  a  tax  cap  a n d  a  revenue cap.

2% L im itation  on A ssessed  V alue

As each  y ear p roceeds, lim iting  m u ch  of real e s ta te  to a  flat 2% 
reg a rd le ss  of a c tu a l m ark e t, th e  consequence  will be a  red u c tio n  in 
revenue, from  w hich the  borough  w ould be proh ib ited  from  recovering in 
som e o th e r  m anner.

In  th e  long term , b a rrin g  an y  a lte ra tio n s  to the  trap , th is  becom es a  
d e a th  sp ira l for local m un ic ipa l governm ent in  the Interior.

Sales Tax

S h o u ld  we be able to escape  th ro u g h  u se  of a  sa les  tax, the  b u rd en  of 
pay ing  for local governm ent will d ras tica lly  shift. I a tta c h  a  sh ee t listing  
th e  tw en ty  la rgest p roperty  tax  payers of the  borough  -  all large 
co rp o ra tio n s . While they  w ould certa in ly  pay sa les  taxes, the  co st to 
each  en tity  w ould be considerab ly  sm aller th a n  w h a t they  c u rre n t 
provide in  p roperty  taxes. I t’s in te re s tin g  th a t  th ese  20 pay  close to 30%  
of th e  to ta l p roperty  taxes.

In s ta te s  w hich have a heavy  sa les  tax  b u rd en , academ ic  s tu d y  h a s  
show n th a t  the bottom  20%  by incom e will u se  betw een 14 an d  17% of 
th e ir  incom e in sa les taxes, while th e  top 20%  will u se  roughly  4%.

In te rm s of relative incom es, the  bo ttom  20%  can  contro l p roperty  taxes 
by th e  expense  of res iden tia l h o u s in g  they  select. M ost m oney they 
sp en d  su b je c t to sa les taxes a re  n o t d iscretionary : they  m u s t sp en d  the  
m oney, th ey  need the  p ro d u c ts  being  p u rch a se d , an d  they a re  a lready  
buy ing  a s  cheap ly  a s  possib le .
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T here a re  c u rre n tly  a  coup le  of bills pend ing  to m y know ledge th a t  
d irectly  a d d re ss  e ith e r  th e  10-m ill o r its  co n seq u en ces. The first is SB
227, S en a to r E lton , a n d  th e  second  is SB 242, S e n a to r Donley.

SB 227

The form er a d d re sse s  two a sp e c ts  -  liberating  school b o n d s from  th e  10- 
mill, a n d  libera ting  m u n ic ip a litie s  th a t  a lready  have som e form  of tax  cap  
from  the  10-mill. A ccording to th e  borough  a tto rn ey , w hile th is  w ould 
free FNSB to hold  bond  elections for school c o n s tru c tio n , an d  elim inate 
u s  from  the  10-m ill re s tric tio n , it w ould re ta in  a n d  im pose  u p o n  o u r
a sse sse d  value the  2% m ax im u m  p e r year.

SB 242

The la tte r  a d d re sse s  th e  20-m ill tax  im posed on  oil in d u s try  property , in 
p a rtic u la r  the  p ipeline (for FNSB’s in terests). T his really  only im p acts  
th ree  m un ic ipa lities  -  Valdez, FNSB, an d  th e  N orth  Slope Borough. The 
bill w ould tak e  the  10-m ill n o  longer allowed to u s , a n d  assig n  those 
fu n d s  to fu nd ing  m u n ic ip a l a ss is tan ce . T his w ould  d irectly  benefit 
A nchorage in p a rticu la r. The benefit to FNSB w ould be fa r less th a n  the 
a m o u n t we cu rre n tly  receive in  p roperty  taxes.

My secondary  co n ce rn  w ith  D onley’s bill is th a t  w ith in  sh o r t  order, a  year 
o r two, th e  p rom ised  fu n d in g  w ould begin to leak  aw ay, a s  h a s  the  Senior 
Citizen exem ptions, a n d  th e  orig inal p rom ises of m u n ic ip a l a ss is ta n c e  
an d  revenue sh a rin g . T he in ten tio n s  a re  good an d  ho n o rab le  th is  year; 
the  L egislature isn ’t b o u n d  n ex t year.

E d u ca tio n a l A ctions

The L egislature cou ld  have a  very effective role in  e d u ca tin g  the voters on 
all of the  ram ifica tions of th e  10-mill initiative. I w as p leased  to h ear 
a b o u t the  req u ested  s tu d y  you  will be receiving, a n d  hope  th a t  it in tu rn  
is given b road  re d is tr ib u tio n  to the  en tire  S ta te .

You m ay w ish to c o n sid e r co n d u c tin g  a se ries of S ena te  h ea rin g s  a ro u n d  
the  S ta te , a fte r the  legislative sess io n  is over, in  A ugust, S ep tem ber and  
O ctober. If you  held  a  tw o-day  hearing  in F a irb an k s , for exam ple, you 
could  invite all of th e  In te rio r m un ic ipalities to com e testify  a b o u t the  
indiv idual im p acts  on  Tok, D elta  Ju n c tio n , F a irb an k s , a n d  so forth, an d  
th en  on th e  second  day  receive pub lic  testim ony.

L eg is la tiv e  R o les  in  2 0 0 0
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S u ch  a  series o f h ea rin g s  would receive a  lot of m ed ia  coverage, an d  th a t 
in tu rn  w ould c rea te  th e  opportun ity  for a  very b road  d isp ersa l of 
in fo rm ation  a b o u t w h a t the initiative m igh t m ea n  for specific 
com m unities , ind iv idual people, and  the qua lity  of life for A laska.

L ocal R e a c tio n s

The borough  A ssem bly h a s  held  a  tw o-part se ss io n  on the  initiative, 
w hich inc luded  p re se n ta tio n s  by both  the b o ro u g h s’ ch ie f financia l officer 
a n d  the  bo rough  a tto rney . At th is  po in t in  tim e, th e  A ssem bly is no t 
ready  to tak e  a  position .

I have spoken  w ith  M ayor Hayes. He personally  favors the  in itiative, and  
is n o t co n cern ed  for F a irb an k s for the  reaso n  th a t  it  falls below th e  10- 
mill am o u n t. I sh a ll be providing him  in form ation  on  the 2% m axim um  
a s  it app lies to th e  city. T his m ight change h is  view point. C harlie  Rex of 
the  City C ouncil a tten d e d  th e  2 -p a rt sess ion  a n d  is concerned .

The F a irb a n k s  C h am b er of Com m erce p a sse d  a  m otion  to se n d  a  le tte r to 
the B orough ex p ress in g  its  concern , a n d  a sk in g  th a t  $20 ,0 0 0  be 
ap p ro p ria ted  for a  s tu d y  of possible im pacts . I a tte n d e d  th e  Com m ittee 
on Legislative Affairs m eetings th a t p receded  th is  m otion . Specifically, 
the  C h am b er feels th a t  it w as b u rn ed  on the  specia l e lection  la s t fall on 
the  P e rm an en t F u n d , an d  while extrem ely concerned  a b o u t the  10-mill 
initiative, they  a re  re lu c ta n t to step  o u t fron t again  in to  a  leadersh ip  
position  to take  th e  flak.

The PrA  C ouncil of PTAs passed  a  reso lu tio n  opposing  the  10-mill 
initiative a t  th e ir  Feb. 14 m eeting. At th e ir J a n u a ry  m eeting  they  h ad  a  
p re sen ta tio n  from  the  borough CFO. I a tten d e d  the  F eb ru a ry  m eeting 
an d  m ade  a  few com m ents.

The PTA a t  W ood River listened  to an  h o u r p re se n ta tio n  by the borough 
CFO an d  m yself early  in F ebruaiy , is se riously  concerned , an d  is 
opposed.

Next week I sh a ll be m eeting w ith the  board  of d irec to rs  (or council, 
w hatever th e ir  title) of FEA, an d  m ake a  sh o rt p re sen ta tio n . I would 
an tic ip a te  th a t  th is  g roup  w ould be ad am an tly  opposed.

The School B oard  is extrem ely concerned , and  a s  a  consequence , is 
u sin g  th e ir  fear to he lp  p u sh  the $57 ,0 0 0 ,0 0 0  bond  issu e  th a t will be 
p resen ted  a t  a  special election May 2. This could  be th e  final bond issue  
for local schools for m any  years. They’ve w orked h a rd  to p u t  together as 
good a  package a s  possib le , w ith the ir eye on 5, 10 a n d  15 y ea rs  of
fu tu re  no-bond.
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A part from  being  unw illing  a t  th is  p o in t to tak e  a  position , the m ajority 
on  the  A ssem bly  is com m itted  to low ering the  m ill ra te  in  o u r FY01 
b u d g e t p rocess . We feel we m u s t achieve a  clear, easily  u n d e rs to o d  and  
ap p re c ia te d  red u c tio n . If we do accom plish  th is , we believe voters in 
F a irb a n k s  will be m ore am enab le  to  lis ten ing  to in fo rm ation  on the tru e  
im p a c ts  of th e  10-m ill. In effect, we w ould be “ea rn in g ” a  No vote.

I believe o u r  p o sitio n s on legislative m a tte rs  w ere largely driven by 
co n ce rn s  a b o u t the  10-m ill, an d  so too have been  o u r  ac tio n s an d  
d isc u ss io n s  of th e  p end ing  school bond, to da te .

O nce we a re  p a s t  the  school bond election a n d  the  bu d g e t p rocess , I will 
be m ak in g  a n o th e r  p u s h  to try  to b ring  the  r e s t  of th e  A ssem bly to grips 
w ith th e  issue .

R egard less of the  su c c e ss  of th a t, a s  you  can  see I have a lready  reached  
m y own position  a n d  am  m oving forw ard to give o u t re levan t inform ation 
to a s  b ro ad  a  n u m b e r  of local g roups a s  possib le .

C o n c lu s io n

I am  deeply  w orried  a b o u t the  possib le  su c c e ss  of th e  initiative, and  
therefore , of th e  u n in te n d e d  co n seq u en ces for all of A laska.

I w ould  u rge  you  a n d  o th e rs  in th e  S ena te  a n d  H ouse  to consider how 
you  m igh t provide som e leadersh ip  on th is  c ruc ia l issu e .

A sse m b ly  I n te n t io n s
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O u r la rg est concerns a re  a sso c ia ted  w ith  ed u ca tio n  a n d  the  school 
d is tric t.

We u rge  th e  u se  of th e  identified $20  M savings from  reduced  deb t 
a n d  th e  $19 M savings from  declin ing  en ro llm en t be ded icated  to K-12.

We u rg e  th e  L egislature to fully fund  school tra n sp o rta tio n  costs. 
The im p ac t of the  80% fund ing  to FNSB SD is $ 8 3 5 ,0 0 0 , a  su b s ta n tia l 
a m o u n t well beyond the  c u ts  they a re  a lready  struggling  to m eet.

We u rge  su p p o rt of HB 336 , the  governor's bill on increasing  
fu n d in g  for qua lity  educa tion . For FNSB SD th is  would provide the 
fu n d in g  to co n tin u e  the  Special R eading p rogram . T his is  c ru c ia l! The 
im p ac t to FNSB SD w ould be $ 7 0 0 ,0 0 0 .

We u rge  su p p o rt of SB 198 by Sen. W ilken, in c reas in g  the  form ula 
fu nd ing  for ed u ca tio n  by $50. The im p act to FNSB SD w ould be $ 1 .1 2  
m illion.

As m en tioned  above, we believe you  can  do th is  by u s in g  the 
a lready  identified  educa tional cost red u c tio n s  from  d eb t a n d  enrollm ent.

B ills

HB 133 - B unde, Halcro Service A reas

T he FNSB would very m uch  like th is  leg islation  to p ass , w ithou t 
involvem ent of fire service a reas . T his w ould be a very  large s tep  for u s  
in red u c in g  co sts  th ro u g h  conso lidation , n o t possib le  u n d e r  c u rre n t s ta te  
s ta tu te s . T his in tu rn  w ould s tre tch  each  road  do llar fu r th e r  and  provide 
im proved road  m ain ten an ce .

HB 92 - D avis Sales taxes on alcohol

The FNSB u rges su p p o rt of th is bill. T his w ould give u s  an  
ad d itio n a l tool to u se , in the  event th a t  the  10-mill p a sse s . P le a s e  b e a r  
in  m i n d  t h a t  w e  w o u l d  h a v e  to  h a v e  w e a p o n s  a n d  to o ls  a t  h a n d  b y  
N o v e m b e r ,  in  o r d e r  to  c o m p ly  w i t h  o u r  lo c a l  r e v e n u e  c a m p .

HB 20 0  - H .F inance - Sen ior Property Tax E xem ption

L eg is la tiv e  Is s u e s  & P o s itio n s

B u d g e t & F u n d in g
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The FNSB u rges su p p o rt of th is  bill. As w ith  HB 92, th is  w ould 
give u s  an  add itiona l tool. In  th is  in stan ce , the  tool is crucial. Senior 
exem p tio n s co st the borough the  equ iva len t of one full mill ra te  in lost 
rev en u es  for FY 00. T his is a lso  a n  issu e  of local contro l an d  S ta te  
m a n d a te s , one  in  w hich the  S ta te  is  m an d a tin g , a n d  tak ing  aw ay control.

C a p ita l  P ro je c ts

The A ssem bly  w ould like to see a fa ir sh a re  of tra n sp o rta tio n  fu n d s com e 
to th e  In terio r, an d  w ould like to see  ce rta in  life-safety pro jects receive 
se rio u s  a tten tio n . F irst a n d  forem ost on th is  lis t is the  in te rsec tion  of 
B adger Road w ith the  R ichardson  Highway.

D ue to the  diligence of the  school d is tric t a n d  th e  borough in p a s t 
p rac tices , we do no t have m ajo r needs in the  c u rre n t year, beyond w h a t 
will be c o n ta in ed  on the special election bond  issue .

The FNSB w ould therefore like to su p p o rt the  deferred  m ain ten an ce  
n eed s  of the  U niversity of A laska F a irb an k s , w hich is still over $100  
m illion in p ro jected  needs.

In a n tic ip a tio n  of need for 2002  a n d  2003 , I w ould note th a t  the  Port 
A u tho rity  m ay begin co n stru c tio n  a s  early  a s  2002 . This in tu rn  will 
have a n  im p ac t upon  all a sp ec ts  o f the tra n sp o rta tio n  in fra s tru c tu re , 
p a rticu la rly  highw ays, roads, a n d  a irp o rt. W hat shou ld  be considered  
h ere  is  n o t new  construc tion , b u t h igher m a in ten a n ce  due  to m u ch  
h ig h er traffic.



FNSB BUDGET SCENARIOS
BASELINE PLUS ASSUMPTIONS: Mill rate unchanged

Assessed value rises $100m,
10 Mill initiative passes $150m, $200m

i Fees/charges raised 5%,
WORST CASE PROJECTION 3%, 2%

State Muni drops 50% FYQ1,
exludes service areas results remainder 50% FY 02

State Rev drops 50% FY01,
Bed Tax 1x increase 10% ,volume remainder 50% FY 02

FY 97 FY00 FY 01 FY 02 FY 03
REVENUE ACTUALS APPRVD PROJECT PROJECT PROJECT

LOCAL TAX
AREAW IDE $41,152,463 $53,738,710 $54,990,723 $39,612,368 $41,612,368
NON-AREW IDE $1,032,086 $1,232,610 $1,258,409 $0 $0
O TH ER $2,332,834 $3,109,560 $3,168,959 $0 $0
BED  TAX $608,430 $607,250 $637,612 $637,612 $637,612
C H A R G ES
FE ES $10,341,297 $11,778,670 $12,367,804 $12,738,631 $12,993,404

SU BTO TALS $55,467,110 $70,466,800 $72,423,307 $52,988,611 $55,243,384



S TA TE  T A X E S
MUNI ASST. $2,129 ,557 $1 ,270 ,3 60 $635 ,180 $0 50
R EV .SH A R E $1 ,507 ,723 $83 9 ,6 20 $469 ,810 $0 SO
BOND M ATCH 7 ,502 ,182 $10 ,37 4 ,620 $10 ,374 ,620 $1 0 ,3 7 4 ,6 2 0 $10 ,37 4 ,620
CHILD C A R E $2,445 ,657 $ 2 ,510 ,7 70 $2 ,510 ,7 70 $ 2 ,510 ,7 70 $2 ,510 ,770
A LL O TH ER $596,913 $23 3 ,3 70 $233 ,370 $233 ,3 70 $233 ,370

SUBTO TALS $14 ,182 ,032 $ 15 ,22 8 ,740 $14 ,223 ,750 $1 3 ,1 1 8 ,7 6 0 $13 ,11 8 ,760

F E D E R A L $264,564 $245 ,000 $245 ,000 $ 24 5 ,0 00 $245 ,000

R E V E N U E  TO TA L S : $72 ,265 ,610 $ 8 9 ,5 6 8 ,1 6 0 $86 ,89 2 ,057 $66 ,352 ,371 $68 ,60 7 ,144

E X P E N S E
P E R S N L  SVC $18 ,231 ,338 $20 ,94 9 ,500
COM M ODITIES $1,580 ,694 $1 ,697 ,560
C O N TR C  SVC $11 ,034 ,372 $14 ,06 1 ,750
CAPITAL-ALL $5 ,439 ,186 $5 ,718 ,010
INTERFUND $1,577 ,036 $ 2 ,079 ,1 30

SU BTO TALS $37 ,862 ,626 $ 44 ,50 5 ,950 $ $ $

DEBT $10 ,384 ,118 $14 ,37 1 ,430 $14 ,371 ,430 $ 1 4 ,3 7 1 ,4 3 0 $14 ,37 1 ,430
CONTRIB .EDU $27 ,680 ,000 $ 3 0 ,69 0 ,780 $30 ,690 ,780 $ 3 0 ,6 9 0 ,7 8 0 $30 ,69 0 ,780

E X P E N D IT U R E  TO T A L S : $75 ,926 ,744 $89 ,56 8 ,160 $45 ,062 ,210 $ 4 5 ,0 6 2 ,2 1 0 $ 4 5 ,06 2 ,210

possible available $41 ,829 ,847 $21 ,290 ,161 $ 2 3 ,54 4 ,934

difference $2 0 ,5 3 9 ,6 8 6 $18 ,28 4 ,913



Property Tax Cap Initiative 

Citizen Information Packet

Action YOU can take to save schools and other local services

♦ Develop a fact sheet highlighting local impacts.
♦ Talk to local groups and individuals who would be impacted by the initiative (see 

suggestions inside). Ask them to join you in opposing the initiative. Create a local network 
or committee to oppose the initiative.

♦ Write letters to the editor to your local paper to express your feelings.
♦ Sta a speakers bureau to make presentations at local m ictings.
♦ Pass resolutions and discuss the local impacts during locai council or assembly meetings.
♦ Call AML at 1-877-636-1325 to get on a mailing, e-mail, and fax list for up-to-date news 

on the initiative and teleconferences on statewide grassroots action.

Contents
1. What the proposed initiative does and impacts on all Alaskans.
2. Statewide Impacts - who gets hurt by the tax cap?
3. Text of the initiative.
4. News articles, letters, and an example of a local resolution



I n t r o d u c t i o n

Everyone would like to avoid paying taxes, but very few Alaskans are willing to accept the 
consequences o f inadequate key public services including schools, road maintenance, police, fire, 
and EMS services.

We believe as more people know the facts about the impacts o f the tax cap, grassroots opposition 
will continue to grow. A recent poll taken in Anchorage indicates that a majority of voters who 
understand the consequences, do not support the tax cap initiative, because of the long-term 
negative impacts to the community, schools, other key public services, and jobs.

It is the job of local elected officials and concerned citizens in every community to inform 
everyone in their community about the basic facts about the tax cap initiative, and how it effects 
your community. If the tax cap initiative passes, every community in Alaska, with or without a 
property tax, will feel the impact.



T a x  G a p  I n i t i a t i v e  H u n s  A l a s k a n s
Discussion Paper by the Alaska Municipal League

The proposed initiative does two main things:
1. Limits local mill rates to 10 mills per municipality, including future bond debt. (20 mills for 

residents o f cities in boroughs)
2. Eliminates fair market value as the basis for determining how much taxpayers pay. The 

initiative would restrict assessed valuation to the lower o f 2% or the CPI, despite actual 
market value increases, except when a property is constructed or sold.

This initiative:
♦ Takes away your local choice and local power: Why let people in other parts o f the state 

set mill rates and new rules for you? Once set, your community can't change the statewide 
cap or the new rules. All communities already have the power to vote for local caps designed 
to meet the needs o f their own community. Most have done so. Why give away your existing 
local power to choose?

♦ Some people get tax breaks, some don't: Owners with property o f equal market value will 
pay different properly tax amounts because fair market value will no longer determine your 
basis for taxation. The major property owners benefit the most.

♦ If you live in a city in a borough, you are treated unfairly: Each municipality gets a 10 
mill tax cap, so the cap is 20 mills if you live in a city within a borough.

♦ Critical local public services slashed: The initiative would reduce the major revenue by 
nearly half in Alaska's largest municipalities. Schools are the key municipal service funded 
by property taxes (they average 9.7 mills in the 3 largest municipalities). Cuts to other local 
services, such as libraries, parks, etc. would be devastating.

♦ No new school or other public improvements: The initiative cap includes bond repayment 
for new capital construction. No existing local tax caps restrict bond debt approved by voters. 
Construction of new schools or other local improvements will be virtually impossible under 
the cap, even if overwhelmingly approved by voters.

♦  The initiative affects communities with no property taxes: If the initiative is adopted, 
current state funds for education and other services will almost certainly be shifted to 
communities hardest hit by the initiative. Rural residents who currently shop in Anchorage 
may have to start paying a sales tax if Anchorage chooses to replace lost property tax money 
that way.

♦ State reductions in municipal revenue sharing have forced higher property taxes: 
According to state records, revenue sharing cuts by the legislature since 1986 are higher than 
the total o f every property tax increase in every municipality. Even though municipal 
governments have worked hard to lessen the impact of those reductions, legislative cuts are 
overwhelming local tax structures.



S ta te w id e  Im p a c ts

Who gets hurt?

F am ilies w ith  s tu d e n ts  in u rb a n  sch oo ls: Schoo ls arc 
the m ain se rv ice  funded  by p roperty  taxes (from  7-11 
m ills o f  p ro perty  tax  in boroughs). Som e com m unities 
(i.e . the M at-Su  B orough) couldn 't fully fund schools 
even  i f  they  term inated  every  o ther serv ice the Borough 
provides.

F am ilie s  w ith  s tu d e n ts  in  r u r a l  sch o o ls : I f  urban 
schoo ls are  in crises , S tate school funding  w ill alm ost 
certa in ly  b e  sh ifted  from  rural schools.

Y oung  o r  g ro w in g  fam ilies w a n tin g  to  b u y  a  hom e:
U nder the new  valuation  ru les im posed by the initiative, 
ow ners o f  new ly  purchased  o r constructed  hom es will 
p ay  h igher taxes.

T h e  E c o n o m y  a n d  J o b s :  T here w ill be v irtually  no 
locally  funded  co nstruction  o f  public facilities, and public 
serv ices w ill dec line . A laska will be a less attractive place 
to do  business b ecau se  new  businesses look fo r good  and 
stab le  pub lic  se rv ices . Second, as governm ent declines, 
the local eco no m y  loses p rivate sec to r retail, 
construction , and se rv ice  jo b s .

P r iv a te  C o n tra c to r s /C o n s tru c t io n  w o rk e rs : The
in itiative w o u ld  h a lt new  construction  o f  p ub lic  facilities 
because any  new  construction  has to be w ith in  the tax 
cap. N o othm- local tax cap includes bonds approved  by 
voters.

S e n io r  C itiz e n s  a n d  D isab led  V e te ra n s : S eniors arc 
curren tly  ex em p t from  property  tax on  the first $150,000 
o f  the value o f  th e ir  p roperty . I f  p roperty  tax revenues are 
severely  cu t back , it is h ighly  likely the S tate w ill end  or 
severely  red u ce  all tax  exem ptions.

H u m a n  S e rv ic e s , N o n p ro fits , L ib ra r ie s , P u b lic  
T r a n s p o r ta t io n , P a r k s  &  R e c re a tio n , a n d  A rts : Such 
serv ices w ill be cu t before schools and critical public 
safely  serv ices.

T h e  re a l e s ta te  in d u s try  an d  m o rtg a g e  len d e rs : The
initiative pun ish es hom eow ners i f  they sell their hom es, 
and new  h om e buyers w ill pay h igher taxes than those 
w ho have ow ned  th e ir  hom es longer. A d isincentive to 
build o r buy  a new  hom e.

R e n te rs : T h ere  is no  requirem ent that landlords pass tax 
savings on to ren ters, but o ther taxes and fees will 
eventually  be ra ised  tha t renters will pay.

Impacted groups/ associations

Elected school boards, PTA, student organization- 
Association o f Alaska School Boards, Association o f  
School Administrators, Alaska Education Association, 
local education associations.

Rm a! Education Attendance Areas (REAA), rural 
municipal governments, tribal councils, native 
corporations and non-profits.

Real estate and home builders' associations, banks.

State and Local Chambers o f  Commerce, League o f  
Women Voters, Alaska Fiscal Policy Council, Resource 
Development Council, Alaska Oil and Gas Association, 
corporations, businesses

Alaska Associated General Contractors, construction 
worker unions, architect and engineering firms and 
associations.

Alaska A ARP, Commission on Aging, Senior Centers

"Friends o f the Librar)>" organizations, sports leagues 
and sports associations, arts associations, non-profit 
care organizations, churches, hospital

Real estate and home builders ‘ associations, banks.



E x a m p le s  o f B o ro u g h  Im p a c ts

Municipality of Anchorage: The initiative would reduce Anchorage's revenue by $73 million.

Matanuska-Susitna Borough: Currently, the Mat-Su Borough allocates 11.5 mills to schools, 1 
mill to general government operations, and between 2 and 2.5 mills approved by fire and road 
service areas. If you eliminated fire protection, road maintenance, and the rest o f general 
government in Mat-Su, schools could still not be adequately funded.

City and Borough of Sitka: Sitka and the rest of Southeast Alaska are struggling to overcome 
the impacts of downturns in the timber and fishing industries. While Sitka's charter restricts the 
mill rate to 6 mills, the new restrictive rules on assessing property will increasingly hurt Sitka 
and reduce its ability to meet the communities' needs.

City and Borough of Juneau: Juneau has a voter-approved 12 mill tax cap in place, but voters 
may vote to approve capital construction in addition to the cap. Juneau is already struggling with 
a projected $4 million per year deficit primarily caused by state cuts to municipal revenue 
sharing. While Juneau's current mill rate is only about 10.5 mills, the initiative's cut or. top of 
state cuts will hurt local services. More important, Juneau will not be able to build another school 
with local bonds, even if voters approve them.

Rural Alaska: The estimated loss o f revenue statewide to municipalities the first year, if the 
initiative passes, will be over $100 million. This crisis will necessitate the redistribution o f state 
revenues for schools, public safety, and other state services provided to rural areas. In addition, 
if  Anchorage chooses to create a sales tax to replace lost property tax, rural residents will pay 
even more for supplies ordered from this hub city.
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E x am p les  o f B o ro u g h  Im p a c ts

Municipality of Anchorage: The initiative would reduce Anchorage's revenue by $73 million.

Matanuska-Susitna Borough: Currently, the Mat-Su Borough allocates 11.5 mills to schools, 1 
mill to general government operations, and between 2 and 2.5 mills approved by fire and road 
service areas. If you eliminated fire protection, road maintenance, and the rest o f general 
govevnment in Mat-Su, schools could still not be adequately funded.

City and Borough of Sitka: Sitka and the rest of Southeast Alaska are struggling to overcome 
the impacts of downturns in the timber and fishing industries. While Sitka's charter restricts the 
mill rate to 6 mills, the new restrictive rules on assessing property will increasingly hurt Sitka 
and reduce its ability to meet the communities' needs.

City and Borough of Juneau: Juneau has a voter-approved 12 mill tax cap in place, but voters 
may vote to approve capital construction in addition to the cap. Juneau is already struggling with 
a projected $4 million per year deficit primarily caused by state cuts to municipal revenue 
sharing. While Juneau's current mill rate is only about 10.5 mills, the initiative's cut on top of 
state cuts will hurt local services. More important, Juneau will not be able to build another school 
with local bonds, even if  voters approve them.

Rural Alaska: The estimated loss o f revenue statewide to municipalities the first year, if the 
initiative passes, will be over $100 million. This crisis will necessitate the redistribution of state 
revenues for schools, public safety, and other state services provided to rural areas. In addition, 
if Anchorage chooses to create a sales tax to replace lost property tax, rural residents will pay 
even more for supplies ordered from this hub city.
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INITIATIVE PETITION BILL LANGUAGE 
by Petition Sponsors 

Petition ID: 99PTAR 
An Act Providing Property Tax and Assessment Relief 

Posted 7/28/99

Proposed Bill:

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

SECTION 1. FINDINGS AND PURPOSE.

The people o f the State of Alaska find and determine that political and taxation power is vested in the 
People; that each person has the right to the enjoyment of the rewards o f his or her ov/n industry as 
guaranteed by Article 1, Section I o f the Alaska Constitution; that substantial pressures will be 
placed on local governing bodies to raised taxes; that a substantial threat o f additional and 
unwarranted taxation of the People presently exists; that the Alaska Legislature and the local 
governing bodies do not appear willing to protect the People against this taxation; that property 
owners should not be subjected to continuing large increases in taxes or assessments; that property 
owners should be entitled to rely for the future on assessed values on their properties that existed at 
the time of purchase; that lower taxes encourage economic growth; and that it is necessary for the 
People to place certain controls cn the manner in which the People may be taxed.

SECTION 2. MUNICIPAL PROPERTY TAXATION AND ASSESSMENT.

1. AS 29.45.110 is repealed and reenacted to read as follows:

a. The assessor shall assess property at its full and true value as o f January I of the fust 
assessment year after this statute takes effect, except as provided in this section and any 
other provisions o f federal, state or local laws and regulations which require or authorize 
the assessment to be at a lower value. The full and true value is defined as the price that 
the property would bring in an open market at that time in a sale between a willing seller 
and a willing buyer both conversant with the property.

b. In subsequent assessment years, the assess value may not be raised more that the rate of 
inflation as shown by the consumer price index, or comparable data, for the area under 
the taxing jurisdiction, but in no event to exceed two percent in any given year.

c. Notwithstanding the provisions of subsection (b), property shall be reassessed at its full 
and true value as of January 1 of the subsequent year if the property is newly

http://www.gov.slalc.ak.us/ltgov/eleclions/petitions/99ptar.htm 11/11/1999
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constructed, or if  a sale, purchase or change of ownership has taken place during 
assessment year.

d. The Legislature may create definitions and exceptions to subsection (c) to prohibit 
reassessment for types of sales, purchases or changes of ownership, including, but not 
limited to, transfers such as those within the family, creations of trust to benefit the 
family members, or transfers as a result of death, divorce, or marital dissolution. The 
Legislature may also allow the transfer o f an assessment from one piece o f property to 
another under appropriate circumstances, such as, but not limited to, eminent domain, 
taking of property by governmental action, changes of residence of any persons over age 
65 who are qualified for the tax exemption authorized by AS 29.45.050(i) and who move 
to a residence of equal or lesser value.

e. The subsections o f AS 29.45.010 presently designated (b) and (c) are redesignated (e) 
and (f).

2. AS 29.45.090(a) is repealed and reenacted to read as follows:

A municipality may not, during any year, levy an ad valorem tax for any purpose in an amount 
in excess o f one percent of the assessed value of property in the municipality, nor may it levy a 
tax on any particular piece o f property in an amount in excess o f one percent of the assessed 
value of that particular piece of property.

3. AS 29.45.100 is amended to read as follows:

The limitations provided for in AS 29.45.080 - 29.45.090 do not apply to taxes levied or 
pledged to pay or secure the payment of the principal and interest on bonds issued prior to 
January 1, 2001, but do apply to taxes levied or pledged to pay or secure the payment or 
principal and interest on bonds issued on or after that date. Taxes to pay or secure the payment 
o f principal and interest on bonds issued prior to January 1, 2001 may continue to be levied 
without limitation as to rate or amount, regardless o f whether the bonds are in default or danger 
of default.

SECTION 3. SEVERABILITY.

The provisions o f this Act are independent and severable, and if  any provision of this Act, or the 
applicability o f any provision to any person or circumstance, shall be held to be invalid by a court o f 
competent jurisdiction, th e .. mainder of this Act shall not be affected and shall be given effect to the 
fullest extent practicable.

SECTION 4. EFFECTIVE DATE.

This initiative shall be effective when enacted according to law.

Initiative Petition Status Report

Alaska Division of Elections Home Page
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P r o p e r t y  t a x e s
P e t i t i o n  d o e s n ' t  m e r i t  y o u r  s u p p o r t

Nobody likes to pay p roperty  taxes.
But don’t be seduced by the  initiative tha t would cap 

property taxes in every  Alaska com m unity by state  law.
Petition advocates say  A laskans a re  paying too much. 

They would like to cap local taxes a t 10 mills. The mill ra te  
for the Anchorage Bowl is 12 to 18 mills. An 18-mill ra te  
means the ow ner of a $100,000 houses pays $1,800 a year.

I t’s hard to re s is t a proposal th a t pu ts cash in your pock­
et. But ask yourself this: A re you p repared  to live with the 
consequences?

City budget d irecto r Gene D usek says that if the initia­
tive passes, A nchorage would lose a t least $80 million a 
year. T hat’s alm ost a th ird  of next y e a r’s municipal budget.

While you a re  pu tting  tha t cash in your pocket, the As­
sem bly will be  slashing road  and school budgets, closing li­
b raries and elim inating program s. And, oh, yes, the  As­
sem bly will begin search ing  fo r new sources of revenue — 
that is, new taxes.

H ere’s w hat else the statew ide tax  cap does: ,
• C reates a w indfall fo r  tax  payers  whose property  is . 

rapidly  appreciating. These taxpayers  w ill be spared pay- ; 
m ent on the tru e  value o f w hat they own.

• Destroys the ability of local people in any com munity to 
set their property  tax rates. The taxiqg regim e for Anchor­
age will have been mandated by people who don’t live here.

• Handicaps local governm ents’ ability to build schools 
and other improvements because the initiative would almost 
guarantee the city’s inability to sell bonds. As Thomas Wil­
son of the Anchorage Chamber of Commerce board noted: 
‘‘Capital projects approved by voters ... requ ire  a vow that 
residents will raise the money via any m eans possible to pay 
back the debt. With a cap of 10 mills, we cannot (say) this.”

• D am ages Anchorage’s ability to p resen t itse lf to Out­
side businesses and investors as a m odern, progressive 
city. Sure, businesses appreciate lower taxes, bu t they also 
apprec iate  a city w here the snow is quickly rem oved, 
parks a re  clean; and police, fire  and em ergency serv ices 
are  responsive. The tax cap will m ake A nchorage less a t­
trac tive  and less com petitive.

Tax cap advocates have horro r stories about Alaskans 
nearly  ruined by oppressive p roperty  taxes. These stories 
are  difficult to evaluate w ithout the details. B ut generally 
it is not true  that taxes a re  m ore burdensom e here than 
elsew here.

In fact, according to a 1997 study compiled by the Dis­
tr ic t of Columbia, Anchorage’s property  tax  burden for a 
family of four making $50,000 is 24th out of the 51 cities 
com pared (the largest city in each state plus D.C.). And the 
overall tax burden for this representative fam ily is one- 
sixth that of one in Bridgeport, Conn.; one-fourth that of one 
in Portland, Maine; one-half that of one in Sioux Falls, S.D.; 
and som ething less than one-half that of one in Seattle. The 
Anchorage family pays about the sam e property  tax as a 
sim ilar family in Des Moines, Iowa, but only about 36 per­
cent of the Des Moines fam ily’s total local and state  taxes.

The initiative process is an im portan t rig h t guaranteed 
by the sta te  constitution. But the in itia tive com es with a 
serious responsibility: the responsibility  to becom e in­
form ed before signing a petition.

We believe that if you a re  inform ed, you won’t sign the 
p roperty  tax petition, which looks so a ttrac tiv e  at a dis­
tance yet is so unappealing up close.

If  you would like more inform ation on how Anchorage 
taxes com pare with those elsew here, you can reach  edito­
ria l page ed ito r M ichae l C arey a t 257-4439 o r via 
m carey@ adn.com.

mailto:mcarey@adn.com
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P r o p e r t y  t a x e s
In it ia tiv e  a g ian t step backw ard

The Initiative process puts government in the hands of) 
the people. That's a good idea. But some initiatives, while! 
momentarily popular, arc so damaging to the welfare of] 
the state that the people should reject them.

Such is the Initiative to freeze local property taxes at 10) 
mills, a measure that would cost Anchorage about $80 mil­
lion a year, a third of the current budget.

This proposal is unnecessary, unfair and irresponsible.'
Jt is unnecessary because property tax rates are a local 

matter. If people have complaints about tbelr taxes, they1 
should take them up with their local government. That's 
how we have done business in Alaska since statehood, and' 
it's worked.

It is unfair because some; 
taxpayers will enjoy a wind-j 
fall, while others wili pock­
et a few bucks. Big business 
in particular wili see its tax 
burden diminished and en­
joy major savings. More­
over, because the initiative 
limits the growth of a prop­
erty’s assessed value, in a 
few , ~ars the tax burden 
would fall heaviest on those 
who own newly purchased 
property.

For example, there are 
places in California, the model for this initiative, where 
identical properties next door to each other have wildly 
different values for tax purposes. One property may be 
worth $800,000 and the other $200,000 simply because they 
were purchased at different times.

It is irresponsible because cities that rely on oil and gas 
property taxes would have their finances ruined. Valdez, 
for example, would have Its revenue cut in half. Further­
more, as the Anchorage Chamber of Commerce has noted,, 
thd iiiltlmtve would handicap Anchorage's ability t6 build 

- schools and other capital projects because of the impact it 
would have on bonding. With a 10 mill property tax limit,' 
Anchorugc would no longer be able to promise lenders that 
it lias the resources to pay back loans 

The prime sponsor of the initiative, Lwe Kalcnka, says 
he doesn't care nbout the consequences. That's somebody 
else i problem. He also says, "Only a handful of services 
are h tally essential — water and sewer and the roads. All 
the rest, if you look at it, are special Interest groups."

This is the voice of the Dark Ages. The police as a spe­
cial interest organization? The fire department? Snow re­
moval? Schools?

If voters nre going to accept Mr. Kalenka’s logic, why 
bother with paved roads, water and sewer? Alaskans did­
n't have them in territorial days. They drove dirt streets, 
drank front their own wells, and dug their own cesspools.

Nobody likes to pay property taxes, But it's one thing to 
signal your displeasure about taxes, as the -14,000 people 
who signed Mr. Kalcnka's petition did, and another thing 
to vote for such a destructive proposition. Whatever short­
term benefit the tax cap will have for Individuals, It will 
have nasty effects on communities.

This will become clear to voters who look at the facts In 
the months before Election Day.
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P r o p e r t y  t a x  c a p  

d e c i s i o n s  b e l o n g  at 

m u n i c i p a l  level

Voters love to pass property tax caps. It’s an 
emotional thing, a knee-jerk reaction to rising 
property valuation anti a sense among citizens that 
government gets too much money from us.

Voters in California capped their property taxes when they 
passed Proposition 13, with disastrous results. Juneau voters 
capped Juneau's property tax rate at 12 mills back in 1995. 
Juneau property owners currently pay 10.7 mills for city 
operations and
another 1.52 mills for voter-approved debt, bringing our total 
mill rate to 12.22. Voter-approved debt isn’t included in 
Juneau’s property tax cap.

This fall, Alaskans will have a chance to pass a statewide 
property tax cap when they vote on a question being placed on 
the ballot through the voter initiative process. Lt. Gov. Fran 
Ulmer certified the ballot question, which would limit property 
taxes statewide to 10 mills -  1 percent of the assessed value.

That may be a good thing for some communities, but it 
would not be a good thing for all of them. It would also 
hamstring the ability of communities to set their own tax 
rates, and that's just not fair. Communities should have the 
right to cap their property taxes, but they should also have the 
right to set them where they wish -  whether that be higher or 
lower than the state average -  through the majority vote 
process.

This voter initiative implies that every city and town is 
identical in its resources and needs, and we know that is not 
the case. Towns have Varying needs &nd'vapyirtg taxcbasesiil r  
Some have property 'taxes and no salesta'xes'while-Qthers use 1 
a mix of both property and sales taxes to come up\vilh‘the">1 
money to keep city operations running.

Sen. Kim Elton of Juneau has proposed a measure that 
would amend the initiative so that cities could opt out of the 
tax cap if voters so choose. Senate Bill 227 would allow 
municipalities with residents who want to pay higher taxes to 
do so by overriding the state tax cap, if the initiative passes. 
That’s the correct way to set property taxes -  not at the state 
level, but at the municipal level.

If the initiative passes in November, Juneau’s property tax 
rate would drop and that drop would cancel out the will of 
Juneau voters. Because people in Wasilla or Palmer want to 
have their property taxes capped, should their will be imposed 
on the rest of the state? We think not. Juneau would lose about 
$1.5 million in revenues at a time when the city is already 
reeling from state municipal revenue sharing cuts.

There’s yet another problem with the voter initiative that 
will appear on the ballot. It sets the overall mill rate at 10, and 
that applies not only to operations, but to voter-approved debt. 
This unusual and foolhardy wording would pretty much disable 
municipalities from being able to issue bonds for projects like 
schools and police stations. Voters would essentially not be 
able to build public projects through the issuance of municipal 
bonds.

An example is the bond issue voters in Juneau approved to 
build a new high school, if and when the state agrees to pay for 
half of the cost. Under the initiative, it’s doubtful that bonds 
could be sold, because bond buyers would perceive greater 
risk in doing business with a community that could not meet its 
obligation by raising its mill rate, if necessary. In other words, 
the concept that a community pledges its "full faith and 
credit” behind bonds it issues would be seriously eroded, and 
bonds would likely cost a great deal more for the municipality.

Sen. Elton’s bill would also address that problem -  
partially at least -  by removing school bonds from the overall 
mill-rate calculation used in the proposed cap. But his bill 
would not address the other problems associated with the 
initiative.

The tax cap initiative hamstrings local governments and 
would be harmful to communities across the state. Let’s keep 
the control with local communities, where it belongs. Senate 
Bill 227 allows voters to do just that.



Tax proposal holds danger
The proposed statewide ballot initiative to 

limit property taxes is a popular topic. I’m 
told that more than 22,000 people signed the 
petition that was turned into the lieutenant 
governor's office.

While I certainly would enjoy the prospect 
of lower property taxes, there is a fundamen­
tal danger in the proposal that outweighs my 
desire for lower taxes. I call the danger “rep­
resentation without taxation.” it would allow 
people from all over Alaska, most of whom do 
not have property taxes, to determine prop­
erty tax limits for those of us who do pay 
them. I don't quite understand why peopie in 
Anchorage should give tax decision powers to 
people outside of Anchorage.

Conversely, I don’t think it’s right for me to 
vote on property taxes for other communities 
that I don’t live in. As an elected representa­
tive I support policies that push power to the 
local level. This idea of ceding our local tax 
authority to statewide authority seems to go 
against the grain. I’d like to hear what other 
folks think about this.

— Rep. John Cowdery 
R-Anchorage

Prop. 13 doesn’t apply here
Will Mr. Uwe Kalenka and other propo­

nents of the property tax cap initiative, which 
was modeled after California Prop. 13, ex­
plain why they neglected to bring out the fact 
that California had and continues to have tax­
es other than property taxes? Would Prop. 13 
pass if California counties, cities, and/or mu­
nicipalities operated on taxes collected from 
property taxes? I really doubt it.

Further, why would the people and loca­
tions most affected by this initiative let peo­
ple in the rural areas, with no property taxes, 
vote on this? Would it be because this initia­
tive would never pass without the help of the 
nontaxed rural residents?

With a tax cap in place, will the municipal­
ities be able to put together the 10 percent 
need to match and obtain federal funding? 
Losing federal funding will be such a waste 
since the people of Alaska would watch our 
federal taxes be handed out to outsiders vs. 
part of it coming back to support our commu­
nities.

— Douglas Panilo 
Anchorage

Tax cap will hurt deeply
There have been sevei al letters to the edi­

tor about the lousy condition the streets are in 
after a big snow dump. If you look up from 
this paper and out your window, you’ll see 
what I mean. Look closely, because if the mill 
rate cap passes, it’ll be much, much worse.

Where dc fnse people think the $80 million 
Anchorage iose is going to be made up? 
Think about it. As you try and drive your kids 
to the only library still open in town, the one 
that will only be open three days a week, you’ll 
get stuck in the deep snow or slide off the road. 
Possibly some cheechako who has no clue 
about driving here will nail you. You’ll use 
your cell phone to call the cops. Only, since 
there’s been massive layoffs, it’ll take several 
hours for one to come. Let’s also pray that you 
don't need a fireman, as the city will have al­
ready closed a couple more fire stations.

When the promoters of this bone-headed 
idea say the city only needs to provide the ba­
sics, those, unfortunately, will be the first to 
go. Those of us who have lived here a number 
of years will remember what happened with 
Mr. Tight Fist himself, Tom Fink, got elected. 
What happened to basic services? He closed 
fire stations, froze police hiring and closed li­
braries all over town and stopped book buy­
ing at Loussac — something they still haven’t 
recovered from. In the end we’ll all pay dear­
ly for this cap.

— Ross G. H om er  
Anchorage

Police prove Kalenko wrong
Uwe Kalenko’s vision of Anchorage is a 

city that only needs water, sewers and roads 
to thrive. One can only wonder what his civics 
grade was, since he thinks education is un­
necessary.

It is ironic that the “ unnecessary” police 
quickly solved the case and made arrests in 
the tragic shooting of the Wenuy’s restau­
rant manager. As a restaurant manager him­
self, did this not give him pause in pro­
nouncing all municipal services as special 
interests?

— Darrell L. Johnson  
Anchorage

■ MORE LETTERS: The reader,  ̂write. B-6
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By TON V LEWIS
Daily N ew s correspondent

SOLDOTNA — A statewide 
proposal to limit property tax­
es could cost Nikiski resi­
dents dearly in lost services 
while the oil industry and 
state of Alaska, pocket the 
bulk of the tax savings.

Nikiski homeowner- 
would see a smalt break on 
their tax bills if the initk "ive 
passes, but the community 
would lose millions in tax 
revenues as ?. result.

That's because in North 
Kenai — where oil platforms, 
a chemical fertilizer plant, an

[ C o n tin u e d  from P a g e  B-1

of homeowners, said Uwe 
Kalenka of Anchorage, one of 
the initiative’s sponsors.

Regardless of how the tax 
caD Dlavs out in individual 
communities, Kalenka said 
he believes Alaskans on the 
whole need property tax re­
lief. It was easier to write a 
statewide initiative than 
fight for lower taxes in 
scores of communities, 
where property taxes are 
traditionally determined, he 
said. The Kenai Peninsula 
Borough alone has 19 dis­
tinct taxing districts.

“The problem is wide­
spread," Kalenka said. “Our 
basic contention is housing is 
a basic need. We have people 
who have tremendous diffi­
culty in paying (property) 
taxes."

Nikiski’s Brown looks at 
the figures from his commu­
nity and concludes Kalenka is 
misguided.

Of the $2.5 million Nikiski 
would lose in taxes, roughly 
one-fourth, or $600,000, 
would be returned to home­
owners and small businesses. 
Oil companies would receive 
an estimated $900,000 break 
for reduced taxes on the 
property not used for explo­
ration, production and trans­
portation.

oil refinery and a liquid nat­
ural gas plant dominate a tax 
base assessed at more than 
$1 billion — big business pays 
roughly 75 percent of the 
area's property taxes.

Over the years, Nikiski 
residents have counted on 
that tax base to pay for fire­
fighters, an indoor swimming 
pool, recreational programs 
and free meals to seniors, 
among other things. The ini­
tiative's 10-mill tax cap would 
slice $2.5 million from Nikis­
ki’s revenue.

A 10-mill tax equals $1,000 
in taxes on property worth

Plus, a quirk in the way the 
state taxes the oil industry 
would divert another $1 mil­
lion from Nikiski to the state 
treasury.

Here's why: The state 
charecs a 20-mill tax on 
property involved in the ex­
ploration, production and 
transportation of oil and 
natural gas. However, the 
state only keepk revenue 
from taxes above the rate 
levied by local govern­
ments.

For example, in the Nikiski 
area, where the local proper­
ty tax is 12.43 mills, the state 
collects 7.57 mills of tax on oil 
properties.

If Nikiski’s property tax is 
capped at 10 mills, the own­
ers of the oil platforms and 
other infrastructure used 
for finding, pumping and 
moving crude would still pay 
20 mills. But a bigger portion 
of that check would go to the 
state.

In Nikiski, that’s about $1 
million.

"I’m really ticked at the 
people who have initiated 
this," Brown, said. "This 
may make sense in other 
places of the state, but it 
doesn't make any sense to 
me."

The oil industry could real­
ize even bigger benefits in 
the future under the initia-

$100,000.
“It’s really a few people 

that have initiated this, in­
flicting their will on the rest 
of us," said Jack Brown, who 
represents Nikiski on the Ke­
nai Peninsula Borough As­
sembly. "For some idiots out­
side this borough to limit the 
fire department and put peo­
ple's lives in jeopardy — 
those are fighting words.”

The initiative, scheduled 
for the November ballot, is 
intended primarily to put 
money back into the wallets
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tive. In addition to setting a 
tax cap, the measure limits 
annual increases in assessed 
property values at 2 percent. 
The initiative does not limit 
how much property values 
can decline.

Oil industry property val­
ues can fluctuate wildly de­
pending on the price of 
crude and other factors. As. 
an example, oil prices were 
in sharp decline until recent* 
ly. As a res!'1*- mdustrj 
property on the Peninsula 
declined in value by 25 per­
cent over two years, said 
Je ff  Sinz, the borough’s fi­
nance director. Now that oil 
prices have rocketed, indus­
try property values are ris­
ing.

Under the proposed initia­
tive, however, some industry 
property values would be 
held artificially low for 
years. That would mean low­
er tax bills for the industry at 
the expense of the average 
taxpayer, Sinz said.

Looking beyond the 
Peninsula, the initiative 
would likely limit capital
n r n i p n t s  l i k e  c r h n n l s  li-
braries, police stations and 
harbor improvements 
across the state, said Devon 
Mitchell, the state’s debt 
manager.

Traditionally, local gov­
ernments borrow money

through bond issues to fund 
those projects, Mitchell said. 
To pay o ff the debt, property 
taxes are temporarily 
raised. If a community is up 
against the 10-inill cap, how­
ever, a different source of 
revenue would havi 
found.

"It’s really going 
string cities and bori 
the state of Alaska," 
said.

One way comi 
could make up the revenue 
loss is with a sales tax. Thai 
could contradict the initiative 
backer’s stated purpose, to 
help Alaskans make ends 
meet.

The Peninsula’s poorest 
people feel the sales tax 
hardest, The tax is levied on 
the first $500 of any pur­
chase. So while rent, food 
and clothing are usually 
taxed for the entire amount, 
big-ticket items like automo- 
oiles, snowmachines and va­
cation packages are taxed on 
a small portion of their total 
price.

"The necessities of life are 
all. raxed." said Larrv Sem-
inens, finance director for 
the city of Kenai.

tip
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By LIZ RUSKIN
Daily N ew s reporte r

A statewide initiative to cap local property 
taxes seems headed for the ballot next year, 
and Anchorage political leaders say if it pass­
es it would blow a big hole in the city budget.

“ It would be semidevastating, I think,” said 
Anchoiuge Assemblyman Dan Sullivan. 
"You’d be locking at about half the budget of 
the city from property taxes going away.”

The proposa , sponsored by an Anchorage 
restaurant manager and two other Anchorage 
men, would cap the tax rate for all local gov­
ernments at 10 mills. The mill rate for the An­
chorage Bowl now ranges from 12 to 18 mills, 
depending on what service area the property 
is in. A rate of 18 mills means the owner of a 
$100,000 house pays $1,800 a year.

If the initiative passes, Anchorage would

lose at least $80 million a year, said Gene 
Dusek, city budget director. In fact, most of 
the larger local governments in Alaska now 
have tax rates of more than 10 mills, accord­
ing to state figures, and would therefore lose 
revenue under the initiative. Some property 
owners in Fairbanks pay nearly 23 mills to the 
borough and city. Those in Soldotna pay al­
most 13. Palmer residents pay nearly 15.

Uwe Kalenka, the primary sponsor of the 
initiative, said Alaskans are desperate fol­
lower property taxes. The politicians will 
have to deal with whatever shortfall results, 
he said.

"It’s their job to figure it out,” he said. "It's 
not m’y problem.”

The petition has more than the 22,700 sig-

P lea se  s e e  Back P age, PETITION
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natures needed to get on the ballot, said spon­
sor Robert Monson. Petition circulators are 
gathering more in case some are found in­
valid, he said.

Under the initiative, Anchorage would 
have to cut back drastically on the services it 
provides, said Assemblyman Dan Kendall.

‘‘It would be very difficult,” he said. "We'd 
have just a bare-bones government at 10 
mills.”

One option for covering the shortfall, 
Kendall said, would be for the city to stop 
paying for education and leave school fund­
ing to the state. When city officials raised the 
specter of a 10-mill tax cap at a meeting last 
week with Anchorage-area legislators, the 
state lawmakers didn’t offer any solutions.

This spring, the Legislature cut state aid to 
cities by one-third, which cost Anchorage $5.8 
million. In September, after voters rejected a 
plan to spend Pen. anent Fund earnings, sev­
eral key legislator, said they’ll have to make 
deeper cuts in the sute budget next year.

Anchorage’s options for raising money also 
are limited by a 1997 city ballot measure that 
said a sales tax may only be imposed if 60 per­
cent of voters approve. The Anchorage city 
charter limits property tax increases from 
one year to the next under a formula that 
takes into account changes in population and 
the cost of living. Voter-approved bond issues 
arc exempt fro.n the city’s tax cap, however.

Kendall predicted that after a few lean 
years under a 10-mill cap, Anchorage voters 
would adopt a hefty sales tax.

According to Assembly staff figures, it 
would take a sales tax of about 10 percent to 
make up the shortfall.

The petition’s 10-mill cap would apply to 
future bond propositions, which is another 
reason Sullivan opposes it. Anchorage voters 
usually approve road and school maintenance 
bond", proving they want their roads and 
schools in good shape and are willing to pay 
for them, he said.

‘‘I have a real problem with laws that say 
people can’t tax hhemselves," he said.

Kalenka said the minority of people who 
vote is imposing taxes on a large number of 
property owners.

"The population is sick and tired of being 
taxed," he said.

He said he began promoting the tax cap af­
ter helping an elderly friend fight increases 
in his assessment. Senior citizens don’t have 
to pay property taxes on the first $150,000 of 
assessed value of their homes, but this friend 
had to leave the state for health reasons and 
didn’t qualify for the exemption, Kalenka 
said, Kalenka said the experience, which took 
him to the city’s board of equalization, was de- 

j grading. j
“The arrogance of the board is rather glar­

ing,” he 6aid. “They made me feel — how 
should I say? — subhuman.”

Shelter, he said, is an essential need. He be­
lieves property taxes are making it hard for 
people to keep their homes.

So he and like-minded people got together 
to see what could be done. With help from the 
Los Angeles-based Howard Jarvis Taxpayers 
Association, they wrote an initiative based on 
California's Proposition 13 from 1978.

"We looked at what California did 20 years 
ago, id we copied it,” he said.

A' ;kans, he said, have responded enthusi­
ast’ ,ly. . .

*ou should hear some of the horror sto­
ries," he said.

One impoverished single mother sent him 
$20 for the cause, he said, which shows him 
how badly Alaskans want property tax relief.

Like Proposition 13, his tax-cap initiative 
would also change the way the value of a 
property is figured for tax purposes. Instead 
of being based on an assessor’s estimate, tax­
es would be based on the actual selling price. 
And the assessment could grow by no more 
than 2 percent a year.

The selling price, Kalenka said, is a more 
accurate measure of a property's value.

Californians disagree about the legacy of 
Proposition 13. Fans say it has meant lower, 
predictable property taxes. Others say it has 
hamstrung local governments and resulted in 
inequities: people who stay in their houses for 
a long time pay low taxes, while new home­
owners in similar houses pay more.

"What's wrong with that?” Kalenka asked. 
People who stay in a house and improve it 
should be rewarded, he said.

U Reporter Liz Ruskin can be reached at 
lruskln@adn.com.

mailto:lruskln@adn.com
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Ballot petition would cap property tax rate

Thursday November 11, 1999

By ROD BOYCE 
Staff Writer

A uallot petition that seeks to limit Alaska municipalities
to a 10 mill property tax rate would cut the Fairbanks
North Star Borough's tax revenue nearly 30 percent and
cause havoc with the borough's budget, Mayor Hank Hove said Wednesday.

"It would wipe out a good deal of services," Hove sa' . .e may have to 
close the library and bus system. We can't fine-tun; v thing down 
anymore.

"What we're looking at is to shed entire functions."

The petition's sponsors -  an Anchorage restaurateur and two other 
Anchorage residents -- say they have more than the required *.2,700 
signatures needed to put the measure on the November 2000 ballot but 
are collecting more in case some are ruled invalid.

The proposed tax cap would limit all local governments to a rate of 10 
mills, or 1 percent, of a property's assessed value. That cap would not 
apply to taxes levied or pledged to pay for bonds -  such as those for 
school improvements -- issued prior to Jan. 1, 2001. Bonds issued on or 
after that date would fall under that cap.

The cap wouldn't now affect the cities of Fairbanks and North Pole, which 
each have property tax rates well below 10 mills -  6 mills for Fairbanks 
and 2.3 mills for North Pole.

Uwe Kalenka, the p’ imary sponsor of the initiative, said Alaskans are 
desperate for lower property taxes. The politicians will have to deal with 
whatever shortfa.I results, he said.

"It's their job to figure it out," he told the Anchorage Daily News. "It's not 
my problem."

Most of the larger local governments in Alaska have tax ra*as of more than 
10 mills, according to state figures, and would therefore lose revenue 
under the initiative,

The mill rate for the Anchorage Bowl now ranges from 12 to 18 mills, 
depending on what service area the property is in. The city's budget 
director estimates the city would lose at least S^O million a year.

The Fairbanks North Star Borough's base property tax rate is 14.48 mills, 
or $1,448 in annual property taxes on a $100,000 house, Residents in 
service areas pay additional taxes.

Residents in the city ot Fairbanks pay more than 20 mills -- their city's rate 
and the borough's rate combined -  although it's not clear how the

initiative would affect property taxed by two independent governments.

"It's a little troubling to see how easy it is to pick up signatures," Hove 
said of the petition. "People tend to see it as putting money back in their 
pockets. Too many don't think government does anytning.

"This would materially change the landscape in Alaska," he said. "I don't 
think I'd want to live here."

The bo rcyn 's  revenue from property taxes would tumble $17 million, to 
about $41 million, the first year after the measure takes effect.

The amount the borough would have to trim, assuming it doesn't make up 
the amount through users fees or a sales tax, equates to just over half 
the borough contribution to the school district budget. It is slightly more 
than the combined budgets of the public works and parks and recreation 
departments.

The overall borough budget, including all revenue sources, was $89 million 
this year.

In North Pole, property taxes account for a small portion of the city’s 
yearly revenues. The bulk of the city's revenue comes from its 3 percent 
sales tax, which is expected to raise about $1.14 million in 2000.

Fairbanks Mayor Jim Hayes, his city not threatened by the cap, wouldn't 
say whether he thought the statewide cap a good idea or a bad one. "I 
don't know if w^'d oppose it or not," he said. "Everything I've heard from 
other mayors is it would be bad. But some people might like it."

The Associated Press contributed to this report.

© 1999 MediaNews Group, Inc. and Fairbanks Publishing Company, Inc.
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NORTHSLOPEBOROUGH 
RESOLUTION NO, 77-99

A RESOLUTION OPPOSING STATWIDE 
PROPERTY TAX CAPS BECAUSE IT REMOVES 

THE POWER OF LOCAL VOTERS

WHEREAS, the proposed initiative imposing a Statewide Cap on local property taxes 
and assessments would:

1. Limit local mill rates everywhere in the State of Alaska to 10 mills, including 
taxes to pay for future bonded indebtedness. •

2. Limit increases in the assessed value of individual properties to the CPI, but no 
• more than 2 percent per yeai.

Would remove the power of local voters to approve local taxes at levels that meet the 
needs of their community including the power to impose local tax or revenue caps particularly 
suited to their communities; and .

WHEREAS, statewide limitations would take away local voter control allowing people 
.in one part of the State of Alaska to set mill rates for people in other municipalities; and

WHEREAS, if  the proposed initiative is .adopted, owners of property o f equal market 
value may pay different property tax amounts because:

1. Property will be assessed at true market value when property is constructed or 
sold, which means that a newly purchased or constructed home could pay much 
higher taxes than another property of equal value that had not recently been sold 
might thereby be assessed at a lower value.

2. The market values of property in any community may grow at different speeds, 
meaning that capping assessed values may give a tax break to property owners 
who live in communities with property that is growing at a greater than 2 percent 
rate while requiring taxpayers in communities with less than 2 percent growth to 
pay at full and true value; and

WHEREAS, several municipalities have property tax rates substantially above 10 mills, 
some up to 19 mills. .This initiative therefore would cut those major sources of local revenues 
nearly in half for those communities. Schools are the key municipal service funded by property 
taxes, and reduction in property taxes will, threaten the quality of education in many 
communities; and
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WHEREAS, the proposed initiative’s 10 mills tax cap includes taxes imposed to pay 
bonds for new capita] construction. It is unlikely that new schools or other local improvements 
could be built, even if  desired by local voters, if  a Statewide Cap makes it impossible to provide 
for repayment o f the bonds; and

NOW, TH EREFO RE BE IT  RESOLVED,

That the Alaskan voters are urged not to support the proposed Statewide Property Tax 
Cap Initiative because it would remove the power of local voters, and could effectively halt 
school and other necessary capital construction, and could create an inequitable system, of 
taxation in which owners with equal property values could pay different amounts o f property tax.

INTRODUCED: December 7, 1999

ADOPTED: ■ December 7, 1999

Date: /

ATTEST:

Date: / Z ' - f ' f ?
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