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Introduced: 1/24/75

Referred: Community & Regional

Affairs
|l IN THE HOUSE BY BOWMAN AKiD BRADNER
2 HOUSE BILL NO. 65 ‘t
3 IN THE LEGISL"\TURE OF THE STATE OF ALASKA
4 NINTH LEGISLATURE - FIRST SESSION
5 A BILL
6 For an Act entitled: "An Act relating to assessment of real property for

- local taxation; and providing for an effective date."

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

9 * Section 1. AS 29.53.060 1is amended by adding a new subsection to read:
0] (d) The assessed value of real property owned and occupied as a
I permanent place of abode, not to exceed 160 acres, and which has nor.
r been sold, traded or exchanged within the preceding 10 years may not be
3 increased by more than 50 per cent 1in one assessment year, except to the
1 extent of improvements to the property.
15 * Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-
16 070(c).
17
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CS for SS for HB 65

Title 29 chapter 53 is amended by adding a new section to read:
29.53.040. UNDEVELOPED LAND. (@ A person owning a

parcel of land of at least 2 1/2 acres and not exceeding 10 acres,

on which the owner had resided for at least 5 years, may qualify

for assessment under this section.

(b) Undeveloped land shall be assessed on the ba
its full and true value as undevel “ped land or for the purpose
it is actually being used, and shall not be assessed as if sub-
divided or used for some other purpose,F- ~ ~-
tain seperate assessment records evaluating undeveloped land for
other purposes, if applicabler When the land is developed or
sold, the seller or developer shall lose the special assessment
and a lien shall exist in favor of the municipal-5ty in the form
of the deferred tax plus 5% interest for the preceeding 10 years
or for the period of time it was assessed as undeveloped land.
The amount of deferred tax shall be based on the full aid true
value of the land and the [current] mill rate at the time of

development r’j NN

(©) To secure the assessment under this section, an
owner of undeveloped land must make application to the appropriate
assessor before February 1 of each year in which the assessment
is required. The application shall be made upon forms prepared
and supplied by the assessor and shall include information which
may reasonably be required to determine the entitlement of the

applicant.



(d) DEFINITION. In this sectionundeveloped land

means land which has remained substantially unchanged in

character from its natural state as evidenced by a lack of

industrial or ecomonic use, construction or other utilization;

however, 1inconsequential personal uses 1incidental to the owner —

ship of the land are not considered land development under this

section. Use of the land for not more than one single family

residence shall not be considered development for purposes of

this section.
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: e
~Section 1. AS 29.53.035 is repealed and re-enacted to read:

Sec. 29.53.035. FARM USE AND UNDEVELOPED LAND, (a) A person
owning farm use land, or a parcel or tract of undeveloped land exceed-

ing two and one-half acres in total area, may apply for assessment
under this section.

(b) Farm use lands shall be assessed on the basis of full and true

value for farm use, and shall not be assessed as if subdivided or used
for some other nonfarm purpose. If the farm use land is sold, leased, or
otherwise disposed of, for other than farm use purpose.”, or is developed
by the owner, the owner, at the time of development is liable to pay to
the municipality the deferred taxes, plus 5 per Cent intent, for the
period of time the land was assessed as farm use or undeveloped land, not
to exceed 10 years. The amount of deferred tax shall be based on#*e full
find true value of the land, and the current mill rate, at the time of

development.

(c) Undeveloped land shall bo assessed on the basis of its full

and true value as undeveloped land or for the purpose for which it is
actually being used, and shall not b e assessed as if subdivided or used
for some other purpose. When the land is developed, the owner at the time
is developed is liable to pay to the municipality the deferred taxes, plus
5 per cent interest, for the paeiod of time it was assessed as undeveloped

it

land, not to exceed 10 years. Khe amount of deferred tax shall be based on the
full and true value of the land and current mill rate at the time of develpment”f

(d) To secure the assessment under this section, an owner of farm.
v

use or undeveloped land must make application to the assessor before A

February 1 of each year In which the assessment is desired. The appli—
cation shall be made upon forms prepared and supplied by the assessor
and shall include information which may reasonably be required to deter—
mine the entitlement of the applicant.
(e) In this section

(1) "farm use" means the use ?f.ﬁéggﬁjgr raising and bar-
vesting crops or for the feeding, breeding and management of livestock
or for dairying or another agricultural use or any combination of these
uses and includes-the-preparatlon of the products raised on the farm use
land and disposal by marketing or otherwise; and includes the construc—
tion and use of dwellings and other buildings customarily provided in

. < g% e

conjunction)@ith the farm use; to be farm use land, the owner must be
actively engaged in farming the land; - . \
(2 "undeveloped land"” means land which has remained

stantially unchanged in character from its natural state as evidenced by
a lack of industrial or economic use, construction, or other utiliza—
tion; however, Inconsequential personal uses incidental to the ownership
of the land are not considered land development under this section; use
of the land for not more than one single-family residence shall not be

considered development for the purposes of this section.

sub —

g



April 1, 1975

Bill and Mariann Koehler
c/o Greatland Realty
Eagle river, Alaska 99577

Dear Bill & Mariann:

Hello up there from down here in sunny Juneau. 1 hope all is well
and getting better. It looks as though I*1l be horms in around a month if
nothing suddenly comes up to delay the end of the sess* I

1"d like you to take a look atthe bill I"ve enclosed and maybe let
ms know what you think. The idea 1isto allowa person holding larger
parcels of land to continue to do so without being forced to sell or sub—
divide. One additional provision to prevent using this as a means of
speculation would be to require the owner, at the time development takes
place, to pay back taxes for the preceeding ten years at a rate using the
present value of the land as a base.In other words if you buy  ten acres
for $10,000 in 197*1, then in 198*1 1ifthe land 1is worth $50,000, the back
taxes you would pay for the preceeding ten years would be based on a $50,000
assessed evaluation for each of those ten years. lhe question is: would this
provision tend to prevent persons from using this tax relief program for
speculation?

Hope to hear from you and probably see you early next month.

Sincerely,

Sam



AS 29.53.035 1is amended by adding a new subsection to read.
ARRIHL r
The asseesvalue of[farm or\undeveloped land, not to exceed 160 acres owned
and occupied by a resident on which i1s located his permanent place of abode
and which has not been sold, traded, or exchanged within the preceding 10 years

may apply for assessment under this section.



FOREWORD

Among the responsibilities of the Department of Community and Regional
Affairs is the annual determination of the full and true value of taxable
real and personal property within each borough and city which operates a
system of public education.

This report, the eleventh such prepared by the State Assessor, sum—
marizes the Department®s statistical determinations of taxable property
values as of January 1, 1973.

The full value figures contained iIn this report are used as a part of
the equalized percentage formula for determining the amount of state aid
for which boroughs and city school districts may qualify under the Public
School Foundation Program. The report is intended to provide municipalities
with comprehensive information concerning their ad valorem tax base and.
insight into their revenue efforts.

In addition to presenting valuation data, the report presents a basic
outline of the Public School Foundation Program, legal basis for property
assessment, administrative policies concerning the property tax, Senior
Citizen Property Tax Exemption, population, general obligation bonded
indebtedness aid relevant statutes. It is hoped that all of these features
will be of value not only to Alaska municipalities but also to investors
interested in participating in the exciting future of our State.

S. Robert Dozier

State Assessor

Division of Local
Government Assistance



KEN AS PENINSULA BOROUGH
Box 850 Phone 262-4441

SOLDOTNA. ALASKA 90669
STAN

March 14, 1975

Sen.Clem Tillion
Rep. Keith Specking
Rep.Hugh Malone
Rep.Leo Rhode
Pouch Y

Juneau, Alaska 99801

Re: Sponsor Substitute for House Bill No. G5 "An Act
Relating to Assessment of Real Property for
Local Taxation"

Gentlemen:

This bill seems to me one of the most valuable bills to appear this
session of the legislature. Our rapidly rising land assessments
due to speculation, and other factors, are driving Alaskans from
their land. The present situation is requiring them to subdivide in
order to pay their taxes, whether itbe farm land or undeveloped
land.

We certainly feel this is an excellent designed bill and extremely
needed in our state today. lam very pleased that this bill includes
undeveloped land as many Alaskans have a piece of property they
wish to live on without development of any kind and should not have
to pay excessive taxes in order to retain their right to use such
undeveloped land.

, Iy only suggestion might bo on the undeveloped land to require
residency of the owner thereof. 1am not sure this is a necessity,
but itmight contain some merit.

Although this bill, ifpassed, will cost this borough some taxes for
the next few years its value to the people of the borough far outweighs
the monetary loss.

Thank you for introducing a bill such os this, and 1 hope you follow it
through to its fruitation.

Stan Thompson
Borough Mayor
ST/1b



Sen. Clem Til lion ct al
March 14, 1975

Page 2-

Willard Bowman, Chairman, Rules Committee

Terry Gardiner, Chairman, Judiciary Committee

Susan Sullivan, Chairman, Health, I£du. & Soc. Services
Nels Anderson, Chairman, Resources Committee
William Parker, Chairman, State Affairs Committee

Bob Bradley, Chairman, Commerce Committee

Joseph McKinnon, Chairman, Labor & Management

Samuel Cotten, Chairman, Community & Reg. Affairs Comm.
Alaska Municipal League, Attn: Don Berry
Department of Community & Regional Affairs
Attn: John B. Chenoweth, Director
Lee McAnuerney, Commissioner
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02085 ANCHORAGE AK 137 04-16 405P ADI
) 10 pr 16 fi 7 46

PMS REP SAMUEL CUHEI%S 68
JUN*®
REGARDING ,-{365 OUR BEST ESTIMATE 1S THAT ANCHORAGE BOROUGH
HAS 2,250 PARCELS OF 2 TO 10 ACRES WITH A VALUE CF

05 MILLION 625 THOUSAND TAXES ON THIS VALUATION WOULD
AMOUNT TO APPROXIMATELY ONE MILLION 725 THOUSAND. UNDE
THE PROPOSED BILL THE ASSESSED VALUE WOULD AMOUNT TO
APPROXIMATELY 3 MILLION 900 THOUSAND DOLLARS, [INDICATING
A LOSS OF 91 MILLION 725 THOUSAND AND A TAX LOSS OF ONE
MILLION 654 THOUSAND I'"* DOLLARS THIS YEAR ALCNE. THIS
FIGURE WILL INCREASE 1" THE FUIURI. AND WILL HAVE TO FT MAD1
UP IN THE FORM OF AN INC EASED MILL RAIL ON PROPERTIES THAT
DO NOT QUALIFY INUL. THE BILL THE ADDITIONAL FUNDS WILL
HAVE 10 COME FROM BUSINESSES AND SMALL LOT P OPE TV OV'UF S
I WOULD SUGGESI STATE REIMBURSEMENT BE MADE AVAILABLE TO
COVE THE SUBSTANTIAL LOSS THAT WOULD BE INCURRED

GLENN M MCKEE GREATER ANCHORAE AREA BOROUGH



M E M O R A N D U M Q-tate of Alaska
DEPARTMENT OF COMMUNITY S REGIONAL AFFAIRS DIVISION OF LOCAL GOVERNMENT ASSISTANCE

TO JACK CHENOWETH DATE: APRIL 3, 1975
DIRECTOR

FILE NO:

TELEPHONE NO:

FROM: 5 ROBERT DOZIER~” SUBJECT- RECOMMENDED AMENDMENT
STATE ASSESSOR SENATE BILL NO. 170 =*
(SS HB NO. 65)

The recommended amendment to Senate Bill No. 170 (SS HB No. 65) as outlined

below deletes all language in SB No. 170 and amends AS 29.53.035 by adding a
new subsection to read:

AS 29.53.035 (f) Undeveloped land exceeding 2 1/2 acres but not

more than 160 acres in total area covered by a single property tax
statement, owned and occupied by a resident on which is located

his permanent®"place of abode and which has not been sold, traded,

or exchanged within the preceding 10 years may apply for assessment

as provided in (@) and (b) of this section. Except that upon failure
to make application, or when all or part of the property is developed,
all deferred taxes as provided in (a) of this section become due and
payable.

The above language does not change the administration of the farm use land
provision of existing law. The language does however, include under provisions
of the present Farm and Agricultural Land Use Law, the basic concept of Senate
Bill No. 110, together with features of SB No. 170, which will provide a deferred
tax break to long-time residents who are being forced to sell or breakup their
homestead because of the property tax crunch.



.S 29.53.035 Municipal Govtrnment 829.53.035

Sec. 29.53.035. Farm or agricultural lands, (a) Farm wuse lands
included in a farm wunit and not dedicated or being used for non-
farm purposes shall be assessed on the basis of full and true value
for farm wuse, and shall not be assessed as if subdivided or used
for some other nonfarm purpose. The assessor shall maintain rec-
ords valuing the farm wuse land for Loth full and true value and
fyirm use value. Should the farm use land be sold, leased, or other-
wise disposed of. for other than farm use purposes or be converted
to nonfarm use by the owner, the owner shall be liable to pay an
amount equal to the additional tax together with five per cent in-
terest for the preceding seven years, as though the land had not
been assessed for farm use purposes. Payment by the owner shall
be made to the slate to the extent of its reimbursement for revenue
loss under (e) of this section. The balance of the payment shall be
made to the city or borough.

(b) An owner of farm use land must, to secure the assessment,
make application to the assessor before February 1 of each year
in which the assessment is desired. The application shall be made
upon forms prescribed by the state assessor for the use of the local
assessor and shall include information which may reasonably be
required to determine the entitlement of the applicant. If the farm
use land is leased for farm wuse purposes, the applicant shall fur-
nish to the assessor a copy of the lease bearing the signatures of
both lessee and lessor along with the completed application. The
applicant shall furnish the assessor a copy of the lease covering the
period for which the exemption is requested.

(¢c) In this section "farm use” means the use of land for raising
and harvesting crops or for the feeding, breeding and management
of livestock or for dairying or another agricultural use for profit
or any combination thereof. To be farm use land, the owner or the
lessee must be actively engaged in farming the land, and derive
at least 10 per cent of his yearly gross income from the farm wuse
land. The provisions of this section do not apply to land respecting
which the owner has granted, and has outstanding, a lease or op-
tion to buy the surface rights. A property owner wishing to file for
farm wuse classification having no history of farm-related income
may submit a declaration of intent at the time of filing the appli-
cation with the assessor setting out the intended use of the land
and the anticipated percentage of income. An applicant using this
procedure shall file with the assessor before February 1 of the fol-
lowing year a notarized statement of the percentage of gross in-
come attributable to the farm wuse land. Failure to make the filing
required in this subsection forfeits the exemption.

(d) In the event of a crop failure by an act of God the pre-
vious year, the owner or lessee may submit an affidavit affirming
that 10 per cent of his gross income for the past three years was
from farming.

(e) Subject to legislative appropriations for the purpose, the
state shall reimburse a borough or city, as appropriate, for the real
property tax revenues lost to it by the operation of this section.
(§ 2eh 118 SLA 1972;am § 1ch 90 SLA 1974)

Effect of amendment. — The 1974 make n detailed comparison impracti-
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G REATER A NCHORAGE A R E A B OROUGH

3500 EAST TUOOR ROAD
ANCHORAGE. ALASKA 99507

BOROUGH MAYOR"S OFFICE

February 27, 1975

Sertat;or Kay Poland, Chairman
Senate”Bjales Corrmittee

Pouch V

Juneau,

Re: SB 170 - tax assessments of undeveloped and farm use lands.
Dear Kay,

I understand that SB 170 is now in the Senate Rules Comnittee. If
such a bill is passed | hope that it will include the following re-
strictions :

1. 1t would be up to the local government to undertake the
program and the local government is permitted to consider tax
relief on a case by case basis.

2. The local government should be required to designate

the areas within which lands can be considered for reduction

of taxes based upon open space use, before tax relief to

a particular owner can be considered. Designation of these
conservation areas should be consistent with the municipality’s
comprehensive general plan.

3. In the event the land is converted to non-open space uses,
the tax payer should be required to pay all waived taxes
(difference between taxes based on fair market value and
taxes based on agricultural or open space use) 1in the tax
year in which the conversion occurs, with accumulated

interest on the amount of taxes waived.

4. Titere should be a provision that the land cannot be converted
to non-open space without a minimum of five (5) years pre-

vious notice and that the tax differential will be phased cut

in five different annual steps - one fifth of the difference to
be phased out in the first year, too fifths in the second year,
etc.



These are, of course, the provisions of the California Open Space Act
(Williamson Act) except that the California ten year phase out of
preferential tax treatment is reduced to five years. Things are so
volatile in Alaska i1t would be hard to get anyone to sign for a ten
year program.

In addition, it would be desirable to add a provision which would per—
mit a municipality to negotiate for land options for park, greenbelt,
or open space uses pursuant to a municipal park plan and to trade off
reductions in property tax liability during the option period in con—
sideration of the granting of the option. This would make it possible
to negotiate with an owner so that a given parcel of land can be held
off the market until the municipality can raise monies for the ac—
quisition for park purposes.

Not all properties should be eligible for preferential tax treatment
if they are kept in open space. It is desirable that many undevel —
oped properties be developed at an early date so that the public
convenience is served and so that the costs of governmental and
utility services 1is reduced.

I have reviewed this letter with Borough Parks & Recreation, Planning
and Property Management and Assessment people. They all agree that
the restrictions outlined in this letter are important if open space
is to be preserved without creating unreasonable tax loopholes.

If the bill lias already been reported out of your committee, | would
appreciate your forwarding a copy of this letter to the Senate or
to the committee which currently has the bill.

Sincerely,

Jack Roderick
Mayor



M E M OR A ND U M State of Alaska
DEPARTMENT!" OF COMMUNITY AND REGIONAL AFFAIRS DIVISION OF LOCAL GOVERNMENT ASSISTANCE

TO" Jack Chenoweth date: February 14, 1975

Di rector
PILE NO:

TELEPHONE NO:

rnOW; S. Robert Dozior-” /fi; J subject. h .D. NO. GS provides that, property
State Assessor- - assessment on certain land cannot
be increased more than SO in one

assessment year.

The bill if enacted, will provide grants of municipal funds-in-nicl to \taxpayer
whose property, which has been owned by him for 0 decade or more, is rapidly
increasing or has substantially increased in value.

There are two existing property tax relief programs available to taxpayers: TI10
Farm and Agricultural Land Use Value Assessment Program, AS 29.53.Gob and the
Senior Citizen Property Tax Exemption Program, AS 29.53.020(e). Property tax
roverue lost to the municipallLy in the operation of those programs is reim-
oursed in full by the State. Mouse Hill fio. G3 makes no prevision for flic
reimbursement of lost property tax revenue because of the 5,", limitation Actor.

The policy stalon ht adopted by the Alaska Municipal League states as follows:

Inherent in the power of taxation in Alaska is the
responsibility of assessing property al. it"s fair
market value, Tfocal assessors an. required by the
Constitution, law and regulation to perform this
job in such a manner, and adequate administrative
proceduies for appeal have boon established to
protect the property owner from any abuse of proper
assessing practices. Ihere fore, the league opposes
any Tfurther attempts In restrict local assessment
procedure®; without a thorough review c' 1:Im statewide
impact those restriction:; might have.

In general, property values in Alaska are increasing npproxm™ii.oly 20; p r
year. Moreover, due to social, economic and political influenn , remain
property, because of its strategic location, increase.; .ubsfautially iime
than property in general. Lxamples of influences wh ich Uiy directly and
indi i-ectly offoet the value of property include:

i, Hitll«d -?Ibfl:nal
2. Robin . ililies, :.ovices and <i;0};..
J. Highway relocation and access.
4. Capitol relocal ion initiative.
Commercial and industrial develop! inks.
5. VFPipline iranspoi Lai ion, cousin ml.ion, md niiiinlennnu:.
/. llarbors , rimks sloinge and shipping,
8. raiiSpoi taLi(C'l and commini cations.



Jock Chenoweth February 14, 1975

>

The value of land imy double nr treble overnight and iIn some cases continue
to esealatin value as a result of a zoning change approved by the assembly,
or by the selection of the Capitol relocation sice or a new highway access
right-of-way or an industrial development site.

Municipalities are required by State Law to assess property at full and
true value. The courts have approved, and the public appears to be satis—
fied with, property assessments administered locally on a sectional basis.
The sectional basis of reassessment permits the municipal assessor to
reassess a percentage of the total municipality each year, completing the
cycle in thre® Lo five years depending upon the tinr frame selected and the
funding made available. This procedure »educes substantially the annual
cost of the property assessment function while at the suite time provi lire, an
acceptable level of uniform ty within the taxing jurisdiction.

The uniformity aspect, referred to above, is in the form of a tax break wf i h
is enjoyed by all taxpayers in the jurisdiction during liio period of the
fixed assessments. ,

|
An assessed value limitation placed by State law on property defined under
this act would provide granls- in-aid to certain taxpayers in an amount in
proportion to the year iIn which the* last ivasr.ossiikMif occured. An H igii|>]l*
taxpayer holding property which 1is rapidly increasing in value would, 1in
numerous cases, enjoy a substantial tax Uvil; in porpotuiily or until ihe
property was sold.

Ihe bill (@s wiMMon, would bo almost impossible to admini* or. First, the
bill is il (bar rug rdiir the ten year period of owner_hip. Mow can (Ir
asst :.sor l.usw about ton! i fons ownership oi property which bus mo!, s.b! in
ten years, when ownership inwiesl.s, in wiiob* or in part, may have be -
transferred by an unrecorded contract or other instrument?

Secondly, the bill is not clear regarding the use of Hr* proper bv by the

owner as Iris permanent, place of abode. The language of the bill indicate,
that an owner oi property is eligible without, being a r ,d»nl of Lite Sfala
of Alash.t. "

thirdly, VId. is mean! by " improvement:" to the propr Ly? if j swamp or
wet land is drained by no a tiuu of the owner of tie property, which
increases the va lue of tin? property, 1is t if an improvetait.? Or, 1Is a
zoning clunge, <&, residential to no: ,r 1iIni, <m improve,,Y

S Imm; . i . lie * .| , A b o! ,m i
Will be* involved ill talipll<IllJ I-dC1I0i"M 1 = 1Gl Ij\' L. .i'1jL/ G,
property qua lily ifig lor reduced assessment under proviso.,iol Idn bill.

(ere of the major agrummLs 1in support of Ml No. OS appears to In; Liu! the
bill prOV W&, the |eyerago d"Sired by 1 "yAs to comp | mwilkt”. 01 the
lise, Jjly to appropriate sufficient monk, for the o: ..essur to provide
I"oev,,lilation =i t /.itile prop ,Ly on a mere <i.is eid. bas IS.



Jack Chenoweth -3- February H, 19713

IT leverage is in fact, the intent and purpose of the bill, there are tewmethod ys
which would accomplish the desired result without causing a major breakdown of
the existing equalization process.

1. Amend iiouse Dill No. 65 to require a systematic reevaluation of all taxable
property at least every two years. liouse ".ill No. 65 would then be amended to

read:

Sec. 29.53.095 Ruevnlnation. A systematic re-
evaluation of taxable real and personal property
undertaken by the assessor, whether of specific
areas in which real property is located or of
"Socii ic classes™of rellT nr personal pronerLy
to be assessed, shall be made only iIn accordance
with a resolution or other act of the assembly
directing a systematic roevaluation of .ill tax—
able properly within Ihmsborough overv j.wo years
(OVER Till. SHCRTF.SI PEK/OI) Of TIMI I"pAdi IcTwWd.i.,
AS DKTERMIFO 11y Till ASSLiiiJl.Y) and fixed in tie
resolution or other act of the assembly.

2.  Arnold House Hill No. 6j to provide a ijr.ico period of two full years for all
municipal taxing jurisdictions 10 at range for the sulistanti.il (inanring inquired
for completion of the reevalu.M ion of al I f.augillle prop®"rty before the bill takes
effect. House Hill No. 65 would then be am u.led to re.id~

Sec. 9. lIris act lake”, ofjeel. on January 1, 19/7?:
HAY Al LK IS IA%AtlI A APIVioVAI Q1?2 Ol 11
HAY 1T HLLOKI.S TAW M1 LIOIN AI’FKOVAI ).

lIr: Iitsi suggested method has the effect of promoting a high degree of equal ixai.ion
and is preferred, as the animidii of 1o AS PP.53.055 clearly intikales that the legis-
lature i, concerned about the dramatic, im teases 1in ass" ,sed property “s. lu , mused
by the Mure 1lo live year sectional tvoval uaf ion program and h.r in of feci:, applied
sobs faniial leverage on municipal ollitials Lo properly fund more frequent rec/val na-
tion projects.

Thu second method applies son.” leverage bul will promole numerous im.qui ti s,
especially to individual properties and thus adversely affects the equalization
protess.

i oplpif'll it the 11 | |p- W, Jo gt A o

./ u 11 R 1 I ] . Cliem W i
plM =ik pi.ue G abode, Lies, a prevision in tile lull 1is leCeliuz:Ulded lo 1iicjud
on .uliK.i I application (iled by IN; l.axpayei fin a form prescribed by Lle State
As."sser"3 wkth' 1lfe IK"partm.uch. Bl Commurii @y anpll Requgil] »ilbl ., sl fUDMYe] )il
a provision should be made in the till foi delenniiiing eligibility, appeal, @& fen
roim*nii e.isit by the State lor revenue lost Lo the municipal ily in the opera! Jon
of the program.
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DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS DIVISION OF LOCAL GOVERNMENT ASSISTANCE
T0: Jack Chenoweth date: March 5, 1975
Director
FILE NO:

TELEPHONE NO:

rrom: s. Robert Dozier subject: Sponsor Substitute for House
State Assessor Bill No. 65. An act relating-
to assessment of real property
for local taxation.

SS for HB No. 65 amends AS 29.53.035 the Farm and Agricultural Land

Use Value deferred tax program by extending the scope and intent
the program to include virtually all undeveloped land in Alaska
acres or more 1in size not used for commercial purposes.

The farm use value deferred tax program was first enacted by the
First Session of the Fifth State Legislature with an effective date
January 1, 1968 (ch 82 SLA 1967). The program®"s popularity has
increased each of the seven years of its existance and in 1974 in—
volved 64 farms ranging from 20 to 900 acres 1in size, averaging 176
acres each, consisting of 11,250 acres. The majority of which is
situated within the Matanuska-Susitna Borough. In 1974 the program
involved an assessed value loss of 4,737,290 and $44,000 in deferred
tax revenue.

An exerpt taken from the latest publication available prepared by
the State Division of Agriculture, entitled "Alaska Agricultural
Statistics, 1973", explains current agricultural activity in Alaska.

The total land area of Alaska 1is approximately
375 million acres, of which 1.6 million acres
were listed as land in farms 1in the 1969 U. S.
Census of Agriculture. Most of the land in

farms consists of grazing lands leased from

the U.S. Government, most of which is located

in the Southwest and West. Excluding the acre—
age in the large grazing leases, approximately
72,000 acres are included in land in farms, a
fourth of which is in crops for harvest and the
balance in pasture and uncleared lands. Very

few farms have been entirely cleared of brush

and trees. The number of farms in Alaska accord—
ing to the U.S. Census increased from 12 farms 1in
1900 to a peak of 623 in 1939, and has declined
since then to an estimated 310 farms in 1972.

Q&ricultural production 1in Alaska_ 1is confined
small areas, Me majav nne being

District 2 -- the Matanuska Valley around Pal—
mer, including a few farms around Anchorage and
a few in the adjoining Susitna Valley.

(<<. U«CO B ~
e\ t I e\ « w o



The basic elements of the original program AS 29.53.035 enacted in
1967 were as follows
\o W
i One Fourth of the applicant®s yearly gross income must be
derived from the farm use land.

The farm income provision is the only meaningful definition of farm
land which effectively describes land actually used for farm purposes.

2. An application prescribed by the local assessor must be
filed by the applicant on or before February of each year in which
exemption is Sought.

3. The assessor 1is required to maintain two assessment roll
records on the property (a) full and true value and (b) the economic
value of the land as a farm. Which varies from a low of $50 to a
high of $.180 per acre and construction and use of dwellings and
other buildings customarily provided in conjunction W1th the farm
use.

4. Taxes levied on the eligible applicant®s farm use property
were computed by applying the current rate of tax against the farm
use value assessment. The ba}ance of the tax was deferred.

5. When the property was sold, developed, or used for a non-—
farm purpose the owner was required to pay to the municipality the
deferred portion of the tax accumulated over the past two years.
The balance was forgiven.

The scope of the program was increased substantially by the Second
Session of the Eighth State Legislature, (ch .9 SLA 1974) effective
January 1, 1975.

r
The basic elements of the improved program are as follows:

1. Application must be"made on forms presented by the State
Assessor within.the Department of Community and Regional Affairs
for use of local assessors,

2. The required farm use income was reduced from 25% to 10$
with added provisions for three year income averaging and estimating

the current year®s inconme,

3. Eligibility was extended to include an owner/lessee applicant
and to a lessee applicant to permit continuity of the farm use assess—
ment, should the owner himself not wish to farm the land,

4. The pay back provision was extended to seven years plus
5% interest,

5. A state reimbursement clause was added whereby the owner
is required to pay to the state to the extent of its reimbursement
to the municipality, the balance of the payment including 5% interest
shall be paid to the municipality. This provision automatically
requires the Department to adopt Alaska Administrative Code Regulations.



Under the provisions of Chapter 90, SLA 1974 effective January 1, 1975
it i1s estimated that the 1975 program will involve approximately 195
farms consisting of 30,000 acres of land and a loss of $150,000 1in
deferred municipal revenue whi :h under the provisions of the bill

will be reimbursed by an appropriation of the First Session of the
Ninth State Legislature.

Sponsor Substitute-for liouse Bill No. 65 removes from the provisions
of AS 29.53.035: (mj the farm incpme eligibility requirement the
state reimjmrsemeVt; provisions forms prescribed by the srate
assessor (4)) extends the scope of~the farm use value assessment
provision "to include tracts of unimproved land 24 acres or more,
and (/Snthe pay back provision at time of sale or development 1is
exteiraed to 10 years.

[
Under the proposed legislation the only requirement for eligibility
is that the applicant purchase and own a parcel of farm or undeveloped
land 24 acres or more which is not used for a commercial use and file
an application with the local assessor on or before February 1, of
the year 1in which the farm use value 1is sought. The deferred tax
loss is absorbed by the municipality.

We were unable .to determine the potential number of eligible property
owners which would file application; however, we were able to estimate
the value of farm and undeveloped land parcels within all taxing
jurisdictions 24 acres and more.

Based on actual assessed values as of January 1, 1974 and effective
rates of tax for all taxing jurisdictions in Alaska the property

tax produced approximately $75 million and the sales tax produced
approximately $15 million. The value of taxable property listed

on both local and state assessment rolls as of January 1, 1974 amounted
to 4.5 billion, 85% of which was assessed by the local assessor and

15% by the State Deparment of Revenue.

The assessed value of all local assessed vacant land amounted to
1.18 billion. The assessed value or farm and unimproved land, 24
acres and over, qualifying for deferrejL=4”axation under provision of
the proposed bill, 1is estimated tc be(23I\million.

Farm use value statewide 1is estimated to be 20% of the full and true

value assessment which amounts to 188 million. The statewide average
tax rate forNrural farm and undeveloped land is 11.8 mills which

equals $2.2 pillion annuallyin deferred taxes.

Only vacant land parcels have been considered in the estimates provided.
Land 2.5 acres or over in urban areas on which residential improve—
ments have been constructed could amount to 8% of the total land

value or 100 million 1in assessed value, 80% of this figure @ 11.8 mills
would result in an additional _$944,000 in potential deferred taxation
for a total value of 3.1 iMIlii



If applications had been filed in 1974 under provisions of the proposed bill,
on all property qualifying for deferred taxation within the Matanuska-
Susitna Borough, an additional levy of six mills on the remaining property
would have been required to meet cFieTY 7?'poF6ugh budget.

It is estimated that 96% of the deferred tax revenue loss is attributed to

the four boroughs listed. These boroughs represent 84% of the total statewide

tax revenue attributed to the assessed value of property locally assessed.

% of Total % of Total Deferred Tax
Borough State Revenue
Tax Base Tax Base Loss
Anchorage 04% 67%
Matanuska-Susitna v 4%
Kenai 5%
Fairbanks 4 % 8% 10%
Total 84%

Based on the above data and adding the assumption that property values are
. increasing 20% per year, in 10 years, 1984, farm and unimproved land eligible

for deferred taxation would be valued at 1.15 billion and involve $13.5 million

in deferred tax revenue. Future incorporations of additional boroughs in the
areas of the unorganized borough would substantially increase the above
estimated figures.

In theory, the municipality will retrieve deferred property tax revenue at
some future period. However, the present worth of the deferred revenue must
be discounted substantially, especially whm considering that the shortfall
in the current municipal budget must be funded eitjier-thcoiigli.issuance of
"general oETigatTon trorTdl "OT~by increasing substantially, JJtecurrent nrtTl
rate on the rema.ining taxable property. Compounding the problem of retriev-
ing deferred tax revenue localTy, consideration must be given to the ad
valorem tax limitations per AS 29.53.045 and AS 29.53.050, enacted in special
session of the Eighth State Legislature.

The larger boroughs, with a substantial amount of land classified as farm use
will be in gross financial trouble unless State assistance is provided by an
appropriate method. The impact of any exemption or preferential assessment

prescribed by State law, whether deferred or not which adversely affects

the uniformity of value concept, property tax equalization or revenue derived
from the property tax must be considered in light of a direct impact approp-
riation from the State's general fund.

The demand for and valuation of property in Alaska is at an all time high
and is expected to accelerate even more in the next few years due to the
construction of the trans-Alaska pipeline and other proposed oil and gas

lines and related facilities.

Wm tMfcWSt there 1* a question whether a

reduction in property taxes would be any real incentive to the owner to hold
undeveloped land under the farm use classification status, more likely, it
would simply be a means of financing the holding of land for a longer time
for a higher price.

8952



A plan adopted by the State of Vermont and which is under serious consideration
by legislative bodies of several other states. Chapter 155, Section 6301, Laws
of Vermont, appears to be a realistic and logical land use control method for
promoting orderly growth and development of wffosr awa remote areas of the
State, to encourage and assist the maintenance of the present and potential
uses of agricultural, forest, and other undeveloped land, prevent accelerated
residential and commercial development thereof, and preserve and enhance

scenic natural resources, which are a. important aspect of the recreational

industry.

To accomplish these worthwhile purposes as outlined above, the Vermont plan
provides the tools necessary for the state or.municipality, upon approval of
the land use planning authority to purchase, accept by gift and sell full or
partial ownership interests in property. The ownership interests are called
conservation easements or development rights.

Property assessments are then adjusted downward to reflect the market value or
full and true value of the property in conformity with the rights of private
ownership remaining with the property.

At such time in the future as development of the property is considered to be
in the best interests of the community and the State, the Land Use Planning
Authority may authorize the sale of development rights either to the original
owner, or at public auction.

The right to own property is one of our basic freedoms. Land iIs a free and
basic commodity, the value of which is determined by demand, purchasing

power and scarcity which can be measured only by the actions of buyers and
sellers In the market. Effective demand is the desire for position or owner—
ship coupled with the financial means to implement and sustain that desire.

Many states have yielded to the strong arguments offered by speculators,
disguised as do-gooders, and have implemented deferred taxation programs
without adequate land use planning controls, in an effort to curtail urban
sprawl with its demand for isolated municipal services.

The deferred taxation alone has been helpful in a very few circumstances; in
general, it has been proven to be a tax haven for individuals, corporations
and syndicates.

Enclosure: Farm and Agricultural Land
AS 29.53.035
Program Summary



FARM AND AGRICULTURAL LAND
AS 29.53.035

Table 1 1974 Actual Data
(25" of yearly gross income requirement)

Number  of- Total Av. Acres Assessed Av. Loss Mill Loss of

Aoplican-.s Acres Per Claim Value Loss Per Acre Ratg Revenue
Matanusk®a-Susi tna 59 8,073 137] 3,977,240 493 9.0 35,979
Faribanks 9 3,130 340 353,350 116 6.5 2,362
Kenai 1 1.5 1.5 2,500 1,667 5.0 13

AS 29.53.035 am ch 90 SLA 1974
(10;! of yearly gross income requirement)

Matanuska-Susitna 125 17,125 137 8,442,625 493 10.J) 84,425
Fairbanks 30 10,200 340 5,028,600 493 7.D 35,200
Kenai 30 4,110 137 2,026,230 493 6.T 12,155
Anchorage 10 175 17.5 2,012,500 11,500 15.1) 30,185
TOTAL 195 31.610 162 17.509.955 554 S JJgLisilwM

Prepared: September 6, 1974

By: S. Robert Dozier
State Assessor
Division of Local Government Assistance

Department of Community & Regional Affairs
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DEPARTMENT OF COMMUNITY & REGIONAL AFFAIRS DIVISION OF LOCAL GOVERNMENT ASSISTANCE
DATE:
JACK CHENOWETH APRIL 2, 1975
DIRECTOR HLE NO:

FROM:

S.

TELEPHONE NO:

ROBERT DOZ IERSA? sussect:  COMMENTS ON CSHB 65(SB 170)

STATE ASSESSOR /

As of November 1, 1973, 31 states have enacted some form of differential or
use value assessment law relating to farmland, forest land, open space land,

recreational land or lands of unusual historic, scenic or ecological importance.

These

laws fall within three classifications: preferential assessment, deferred

taxation and restrictive agreements which may be defined as follows:

Preferential Assessment means property is valued or taxed according to its

current use or a defined use rather than full and true value.

Deferred Tax means property is valued according to preferential assess—
ment with a penalty tax levied against the owner or the property when
the land use changes.

Restrictive Agreement means the property owner and the local government
agree on terms for restrictive land use in return for preferential
assessment. A change in land use by either party requires several years
prior notice. Serious penalties are imposed for noncoinpliance, and the
classification of land as farm use, scenic, recreational, parks and open
space is granted subject to the municipal comprehensive plan and subject
to municipal option for selection of these lands for future development.

Recommended Amendments:

1. The Department of Community and Regional Affairs shall prescribe

and supply uniform statewide application forms. f

2. The Department shall develop Alaska Administrative Code Regulations
for local administration of a uniform program in conformity with the
planning and assessment departmentiof each municipality.

3. The State shall reimburse tax revenue lost to municipalities in
the operation of the program.

4. That the amount of the reimbursement is a lien on the property in
favor of the State to the extent of the reimbursement.

5. Set up a separate budget request unit with an appropriation of
$1,000,000 for revenue lost in the operation of the program.

“Mr-
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WEPT. OF COMMUNITY & REGIONAL AFFAIIIS

DIVISION OF LOCAL GOVERNMENTASSISTANCE POUCHB-JUNEAU Bﬁ& 9 9 8 1 1

MY S HAMMOND, Governor

March 6, 1975

The Honorable Samuel R. Cotten
Chairman

House Community 8 Regional Affairs
Committee

Pouch V

Juneau, AK 99811

Dear Representative Cotten:

For your 1information, enclosed are copies of two letters dated
February 25, 1975 commenting on Sponser Substitute for House Bill
No. 65 (SB 170) relating to farm and unimproved land deferred tax—
ation, and Senate Bill No. 127 relating to deferred taxation for
sewer and water special assessments on property owned by a senior
citizen.

The Director of Property Assessment and Management Department,

Pat McKee, Greater Anchorage Area Borough, has outlined the GAAB
and Eagle River Chugiak Borough situation in relation to SS HB No.
(SB 170) and some ramifications of the proposed legislation.

The GAAB Attorney, Gary Thurlow has made comment to Senator Roddy,

Chairman, Senate Community f Regional Affairs Committee, in regard

to SB 127 which may be pertinent; although, CS for SB 127 has sub—
stantially expanded the scope of the original bill.

Very truly yours,

S. Robert Dozier
State Assessor

SRD:nc

Enclosures
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GREATER ANCHORAGE AREA BOROUGH K'W'0S 15/

3500 EAST TUDOR ROAD

ANCHORAGE. ALASKA 99507 0i: e/

March 4, 1975 PROPERTY ASSESSMENT AND MAMAtiEtofrN®fc-DEPAHTMENT

Mr. S. Robert Dozier

State Assessor

Department of Community & Regional Affairs
Pouch B

Juneau, Alaska 99801

Dear Bob:

The main problem | see with Senate Bill 170 is net so much

the farm use portion, but the undeveloped land portion under
Section C. If you look at the Bill, Page 2, Third line, it

refers back to farm use land; either they should talk about
undeveloped land or farm use land,there is a difference. They
also, on the next line down, did not indicate the rate of interest
I am assuming it is the 5% rate referred to in the farm use land
section.

Whereas land used for farming is actually producing, 1 feel

that undeveloped land, under this Bill, would benefit speculators
It would also, in my opinion, add to inflation in that, at the
time of sale, someone is going to have to pick up the back taxes
and possibly the interest on these taxes. Either the seller is
going to be forced to take a reduced value, or he will add the
cost of taxes and interest to the property value at the time of
sale. Land®"in this area 1is increasing in value at the rate of
between 1% to 3£ per month. This Bill would, in my opinion,
increase this rate by actually adding to the value of those lands
net placed under the protection of SenateBill 170. There 1is only
so much land left in the Anchorage area and, if a goodly portion
of i1t is sheltered, the remainder will increase much more rapidly
thereby placing a much heavier burden on the taxpayers who can

not qualify for Senate Bill 170.

For instance, one of the appraisers in my office still has 130
acres of land left in his homestead. He 1is living on this tract
of land, and at the present time it is worth approximatelv

$3 ,000,000 or about $0,000 per acre. For farm use land, as

the law now reads, we have been allowing a maximum of $750 per
acre. This would give him an assessed value of $97,500 for his
undeveloped land whereas extremely marginal land with a 10 to

15 foot peat overburden at market value 1is bringing $130,000 an
acre. If a number of people were to take advantage of this Bill
and, I1"m sure they would, it would place the burden on the
legislative body to increase the mill rates to make up the diff—
erence in support of a budget. An increased mill rate would affec



Mr. S. Robert Dozier
Page 2

March 4, 1975

the "little man™ while the person holding large blocks of land-
would, .even if temporarily, Dbe paying on less than 10% of the.
value of his property. The homeowner and busiheefeiiiaft would jwW-fek
up the difference.

\
As an example, 1 took a tract of land containing approximately
2.4 acres and another containing slightly over 2.55 acres. We have
many such tracts. If we assume that both of them were valued
on the open market at 21C per square foot, this would give us a
value on the 2.4 acre tract of $21,955 and $23,310 on the 2.55
acre tract. Again assume that both properties are being used for
residential sites. By discounting the value of the buildings
and just speaking to the land, at 18 mills the person owning
the 2.4 acre tract would pay $395 tax on the land while his
neighbor taking advantage of Senate Bill 170 v/ould pay $41.95.
This, in my opinion, is discrimination and should not be allowed.
The"Chugiak/Eagle River Borough has hundreds of such parcels,
and it would be severely affected, especially in the first few
years.

If inflation continues as it has in the past, a person who decides
to convert his land to another use rather than leaving it in"its
native state would be paying the back taxes on a highly inflated
dollar. Again, he would have the benefit over the next door
neighbor who had to pay taxes as he went along on a current basis.

Another problem | see 1is that we have a new residential zoning
that makes 1t mandatory to have five acre tracts for a single
family residence. These properties would never be assessed at
more than 10% of their full and true value and, by law, could
not be used in any other way. This would give us a value of
approximately $3,750 to the land while the person living on a
normal single family residential lot is paying on a value of
between $12,000 to $20,000. I fail to see the equity in this
situation.

,_t_.
Another example comes to mind, which is somewhat different. Just
outside the central area of the City of Anchorage lies a large
20 acre tract of land, zoned R-4. Next to this property 1is
approximately 20 acres of B-3 zoned property. These properties
for all practical purposes are still in their natural state and
they have been zoned for many years and not used. If 1 read
Senate Bill 170 correctly, they would also be included under
Section C as undeveloped land. They are at this time prime for
development, but the owner has chosen for reasons known only to
him not to proceed to develop them.

I"m sure we have many millions of dollars worth of property



Mr. S. Robert Dozier
Page 3
March 4, 1975

in this Borough that would fall under Senate Bill 170, and

I know that the Chugiak/Eagle River Borough would be hurt even
worse. The Bill may be fine for some areas ih "Ma8ka* feUt 1
think the more urbanized you get the more those people who
can*t qualify are going to be hurt.. |If we assume a one or two
mill increase because of this type of Bill, it would be easier

to pay that on 10% of your value rather than all of your value.

I would suggest it be permissive rather than mandatory.

Director
GMM:ma

cc: Mayor®"s Office

I
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February 25, 19*75

Senator Pat Roday, Chairman
Community and Regional Affairs Committee PR 1975
Alaska State Senate

J

Pouch V BOROUGH ASSESSVS

Juneau, Alaska 99801

Re: Senate Bill No. 127 - An Act Related To Special Assessments

Dear Senator Rodey:

eGreater Anchorage Area Borough assessment revenues would not
be affected by Senate Bill No. 127 because of the reimbursement pro—
visions of A.S. 29.53.020(E) (I) whichiJdenate Bill No. 127 incorporates.

However, you may want toplace some income and property valua—
tion limitations on persons who can qualify under the act. There are
currently several residents 65 years of age or over in the Greater
Anchorage Area Borough who have properties on which they live,
which properties are of a value in excess of $2,000,000. These persons
ore already exempted from real property taxation under A.S. 29.53.020
and the annual state subsidy for these persons in the Anchorage area

runs as high as $5,000 per year per property owner.

Ifsuch properties are presently unsewered, and-jDecome sewered,
a property could easily be worth majiy times its value.in an unsewered
state.

For example, ifa 40 acre tract of ground, worth $400,000 in an
unsewered state, upon which the owner has his permanent place of
abode, is sewered and is zoned R-1, as many as 120 lots could be
carved out of the property. This is three lots per acre. |Ifeach lot
were sold a. $20,000 each, which isa common price for a lot in the
Anchorage area, and if the development cost for each lot were $10,000
each, the total net profit for the lots would be $800,000 ($2,400,000 in

gross sales loss $400,000 in land costs less $1,200,000 in development
costs).

Very often the difference between lurge lot zoning and small lot
zoning is the availability of municipal sewage systems. |Itis very contr

mon in the Anchorage area for property to triple and quadruple in/ \/



Senator Pat Rodey
Page 2
February 25, 1975

J

value because of the availability of municipal sewerage and because
of a change in zoning from large lot to small lot zoning which munici—
pal sewor-ogre permits. For some years now one of the greatest
opportunities for profit in the Anchorage area has been conversion

of land from less intense use to more intense use.

To avoid use of Senate Bill No. 127 by those who are interested in
holding or acquiring land for speculative purposes, | suggest a maximum
gross income limitation of $15,000 per property owner plus an acreage
limitation sufficient to just cover the area reasonably required for use by
the resident”s place of abode, say one-half acre.

As you know, assessments are totally different than taxes. An
assessment for federal and state income tax purposes is regarded as a
capital improvement to property, and the taxpayer cannot list it as a tax
deduction. The theory is that the value of the owner®s property is
increased by an amouni equal to or greater than the amount of the
assessment.

To my knowledge, all recent sewer assessment districts in the
Greater Anchorage Area Borough have been initiated by property owners.
They have petitioned the local governing body for laterals on the basis
that either their properties are being damaged because of lack of muni —
cipal sewers or that they could make better use of their properties with
municipal sewerage. Typically, there will be twenty to forty property
owners in a lateral improvement district, and typically it takes approxi—
mately one half of the property owners in a proposed district to satisfy
the statutory requirements for initiating a petition (property owners
owning one-half in value of the property in the proposed district must
sign the petition) . Sewer assessments for laterals are virtually always
initiated at the neighborhood level. They are not imposed by the
Assembly.

In the Anchorage area, once an area is in a special assessment
district, it will be subject, not only to the lateral improvement district
assessments, which generally run from 10 to 25 cents per square foot

(for the first 150 feet behind the property line), but will also be subject
to a trunk line assessment which currently run3 at three cents per

square foot (for the first 150 feet behind the property line).

Il know that you and members of your committee are aware of the
distinctions between taxes and assessments, but I thought that it
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February 25, 1975

might be well iflwrote this letter to emphasize the opportunities to
speculate with land at the state™ expense ifsewer assessments are

subsidized by the state for a particular property owner.

An older property own«f ouuld aMsUy make ttprofit tn excess of
several hundred thousand dollars purely on the basis oi the state
assuming the assessment costs for improvements benefiting his
property. This opportunity for a profit would be denied toa person

under 65.
Very trulyyours,
Gary Thurlovy
Borough Attorney
GT/Kj

]

| QO G (- \
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DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS DIVISION OF LOCAL GOVERNMENT ASSISTANCE

J TO:

FROM .

U

JACK CHENOWETH DATE: March 24, 1975

DIRECTOR >

FILE NO:

TELEPHONE NO:

S. ROBERT DOZIER < /fA SUBJECT: PROPOSED PROPERTY TAX BASE AND

STATE ASSESSOR Yy > STATE POLICY STUDY CONCERNING
AD VALOREM TAXATION

A nunter of bills have been introduced 1n the First Session of the Ninth State
Legislature which if enacted will change substantially the concept and philosophy V
of administration of the property tax in Alaska. , -

It is apparent that members of the legislature are concerned about property tax " e:
relief and reform and that a statewide ad valorem tax study should be conducted

before the majority of these measures be adopted, with recommendations completed,

for consideration at the Second Session of the legislature in 1976. The scope of <
the study, as outlined below, will require-a legislative appropriation of $300,000

and include the following:

1. The present and future interdependence of municipal government on revenue *'
generated by ad valorem taxation.

2. The type or classes of property,~real and personal, which because of theirv-
sociopolitical and economic benefit to society as a whole should be classified
and granted partial or full exemption, use value assessment, “dnd/or deferred le
taxation status with partial or full state reimbursement provisions.

3. The revenue iImpact of existing and recommended preferential taxation
measures on organized boroughs and cities and on the unorganized borough as a
whole. £

4. Land use planning objectives and controls both state and municipal necessary
to promote and maintain orderly growth and development of urban, rural and remote
areas of the state. (See H.B. No. 169)1 .

5. An ad valorem tax base study to determine the value of taxable real and
personal property situated within the unorganized borough. The study would provide
for the first time a realistic potential tax base figure on which to base planning
and research efforts relating to future development of potential orgainzed boroughs
and cities and of areas of the unorganized borough which should seriously be
considered for incorporation.

Proposed bills pending legislative action to date as itemized below: x
A. Senior citizen property tax state reimbursement programs
1, HB No. 227 owner occupied housing

HU No, 168 tenant occupied housing (HB No. 272-SB No. 218)
3. SB No. 127 sewer and water special assessments

«V

i/pu/7s - kv*Uu~s



PROPOSED AD VALOiJM TAXATION -2- March 24, 1975

B. Farm
4.
5.
6.
C.- 7
D.- s
E.- 9.
F.— 10
G.- 11

agriculture and undeveloped land

$SHB No. 65 special use value deferred taxation programs (SB No. 170)
SB No. 14 agricultural land classification

SB No. 227 disposition of borough agricultural land

SB No. 229 residential property (optional exemption) (// Z,/JOS]U)

SB No. 109 exemption of pollution abatement equipment

HB No. 85 am. exemption of conservation easements SCS rXI_b /|V*3a,,Kt

HB No. 277 in lieu tax payment on state buildings

HB No. 173 indemnification of investment capital as a result of the

capitol relocation
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CS for SS for HB 65

Title 29 chapter 53 1is amended by adding a new section to read:
29.53.040. UNDEVELOPED LAND. (a) A person owning a

parcel of land of at least 2 1/2 acres and not exceeding 10 acres,

on which the owner had resided for at least 5 years, may qualify

for assessment under this section.

(b) Undeveloped land shall be assessed on the basis of
its full and true value as undeveloped land or for the purpose
it is actually being used, and shall not be assessed as if sub—
divided or used for some other purpose. The assessor shall main—
tain seperate assessment records evaluating undeveloped Uland for
other purposes, if applicable. When the land is developed or
sold, the seller or developer shall 1lose the special assessment

and a lien shall exist in favor of the municipality in the fornm

of the deferred tax plus 5% interest for the preceeding 10 years

or for the period of time 1t was assessed as undeveloped 1land.
The amount of deferred tax shall be based on the full end true

value of the land and the [current] mill rate at the time of

development.

(c) To secure the assessment under this section, an
owner of undeveloped land must make application to the appropriate
assessor before February 1 of each year in which the assessment
is required. The application shall be made upon forms prepared
and supplied by the assessor and shall include information which

may reasonably be required to determine the entitlement of the

applicant.



(d) DEFINITION. In this section (1) undeveloped
means land which has remained substantially wunchanged in
character from its natural state as evidenced by a lack of
industrial or ecomonic use, construction or other utilization;
however, 1inconsequential personal uses incidental to the owner—
ship of the land are not considered land development under this
section. Use of the land for not more than one single family

residence shall not be considered development for purposes of

this section.

land
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"An Act creating the Alaska Municipal Bond Bank Authority and
prescribing its organization, powers anc! duties; and providing
for an effective date."

1/2V75 COMMITTEE REPORT FINANCE
HOUSE
Mr . Speaker: Date S -/s
The Commlttee on CKA has had HB 72
under consideration. A Majority of the members of the Committee

( ) recommends it DOPASS

( )recommends it DONOT PASS

( ) recommends it DOPASS WITH ATTACHED AMENDMENT(S)
( ) recommends it BE REPLACED WITH CSFOR AND THAT
CS FOR DO PASS

() "and" recommends It BE REFERRED TO THE

COMMITTEE
() reports It back WITHOUT RECOMMENDATION
() "other"
Members signing the Majority report:
- - thh-c3A
/G ¢ ( (4 u<A

ST m''u
n J
U»  HP-

Members NOT concurring In the Majorlty report:
recommend 9 :
recommend s :
recommend s :
recommend s :

recommends :

Chairman
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Offered in the HOUSE Byl At
To: MPflg Amend HOUSE BILL No. n_

SENATE BILL No.

Page:

On Page 21, line 23, after the word "legislature" delete the word "shall"
and insert "may".

Or. Page 21, Hrie 25, after the word “governor” insert the words "and to

the chairmen of the House and Senate Finance Committees".
On Page 21, line 27, after the word "January" delete "2" and insert "30".

On Page 21, line 28, after the word "governor", Insert the words "and to

the chairmen of the House and Senate Finance Comnitteesl.
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By: 'ffairs.tojinutiei

O ffered in the HOUSE:

To: MBOtt Arenrt HOUSE BILL No, n

senate sitt  NO.

Page: 22 Line: n, 7. 9
On page 22, lines 6, 7, 8 and 9, delete the words "however, at the end
of each fiscal year any amount representing earnings or income received
on account of money appropriated to the reserve fund shall be transferred
to the general fund.” and insert the words "subject to the ter~s of any
act appropriating money to the reserve fund.”



House Committee on

COMMUNITY & REGIONAL AFFAIRS

Meeting Minutes

February 25, 1975
9:00 am

Meeting was called to order by Chairman Cotten to continue the discussion
of the Municipal bond bank authority, HB 72 and 73. Present were:

Rep. Sam Cotten

Rep. Al Ose

Rep. Glenn Hackney

Rep. Oral Freeman

Barbara Englert Thomas, Staff

Don Berry, Municipal League

GInny Kline, President, Municipal League

Tne purpose of this meeting was for the Committee to have a work session on
the Municipal Bond Bank. Chairman Cotten questioned the provision for surety
bonding of the Authority members. Rep. Freeman responded that this 1is pretty
standard- it is like an insurance against dishonesty.

Rep. Hackney asked i1f we had a fiscal note. Cotten said no, but we could get
one if the Committee felt this to be necessary. REp. Freeman stated that the
real problem with the fiscal aspect of this will come up in the Finance Com.
Cur Committee should be looking at the philosopy behind the bill. He stated
that he has been in favor of it for 6 j>.ar3 or ever since the Municipal League
began supporting it.

Chairman Cotten questioned sec. 44.58.090 (13). Freeman answered that this

allows the Authority to invest extra money they have on hand - all in short—
term investments by the ,iature of the provision. TMs jJjust gives them a tool
for prudent money management. Section 44.58.090 (18) allows them to purchase

standard insurance. Section 44.58.170 is included because one government
cannot tax another.

Mr. Freeman moved and Hackney seconded to pass the bill out of Committee today.
Ose objected and Wanted to hold it for the rest of the Committee; he withdrew
his objection. Mr. Cotten suggested the Committee consider the amendments pro—
posed by Mr. Wchlforth and Commissioner Gallagher. Tne Committee voted to vote
t-- bill out of committee as amended (five do pass with attached amendments,

one no recommendation).



House Committee on

TAPE #3
side 2

335-1228

COMMUNITY & REGIONAL AFFAIRS

Meeting Minutes

February 21, 1975
2:30 am
Meeting was called to order by Chairman Cotten fo

Representative Sam Cotten, chairman
Al Ose

Mike Hershberger
Kathryn Ostrosky
Larry Davis
Representative Mike Miller

Fran Ulmer

Stirling Gallagher, Commissioner of Revenue
Eric Wolforth,
Robert Yeastings,
Jack Chenoweth, Director of LOcal
Barbara Englert Thomas, Staff

Staff

Ex commissioner of Revenue,
bond consultant from Seattle

Andrea Guernsey,

335- Chairman Cotten makes a short introduction.

375- Yeastings makes some opening comments.
of the other states.
provides substantial
municipalities. This
geographically and economically
or on a reasonable basis.

upgraded in eyes of

improvement

small
to borrow at all
better recognized-
the smaller communities
Bond

its going to cost

at is widening and going to stay wide.

going out on the market with a relatively high quality bond that will

a good interest
institutions.
reserve fund
into the bank.

Substantial

is important-
With all

savings

income
instrument.

designer

Much greater need for this kind of vehicle.

is particularly true here because you"Ve got a
isolated communities where
The credit of the State
lenders.
to borrow and what the State can borrow

rate and be widely accepted nationally by all
Permits you to borrow at a quality bond rate.

provides backup for
things put together,
to communities and means of financing to smaller

r discussion of HB 72. Present were:

of bill

Government Assistance

R laska has different situation than most

The Bond BAnk

in borrowing credit that would be available to

lot of

it>s difficult
is becoming
He thinks the gap between what

of the State
command

Bank provides means
types of investment
The funding of the
losses or temporary slow downs
this

in

is a Mgh quality band

communities that may not be able to borrow at all.

*192-Eric same bill

Committee

stated that the
referral in the Senate but got

this kind of legislation Its

legislation and ones on bookd in other states

lost.

years on and .mer

an appropriation
secure a certain amount of bnnds. This
communities which aren ™ credit worthy have a

is ca
have basis
the
package

such a small population

kind of credit they should get. This

local government bond 1issues.

on a package basis, when

enabling those municipalities to achieve
vehicle for State action.

1io technical points have come up since the f

Thne committee.

passed the House

that the major rating services don"t give
is one

BAnk which
enough bonds have been purchased sells
the benefits 0P a

in 1971 and went through the first
There has been testimony over the

Tne dIffemce this

is the contemplation that there would be

its. between

into a debt service fund of enough dollars to proiride a fund to

Iled for
lot of existing potential

in Alaska because many of the
resources,
them
financing vehicle that would

loans money to. municlpalitj.es
its own bonds
rate.

lower Appropriate

irst drafting. He has a redraft for



side 2
HB 72 cont"d 335-1228

1) page 21, subsec g and h- language currently says that the Legislature: shall
appropriate annually any amount the reserve fund may be in deficit. Should take

out shall and add may. A Legislature shouldn®"t attempt to direct what a future
Legislature does.

2) HB 73-The suggestion is to provide for an appropriation of enough to the reserve

fund for 50 million in bonds. $4,445,000 appropriation to debt; reserve fund- 1 years
debt service on 50 million bonds of the Authority. Earnings on that amount go to the
general fund. Tne Legislature has the opportunity to see if the Bond Bank is function—
ing in the proper way. Can increase or not appropriate further monies.

6 ,9-Chairman Cotten asked if the 2.6 wasn"t enough to support 50 million in bonds?
Eric said it would support 30 million. Commissioner Gallafjaer said that then-*
are already 56 million authorized but unissued and 34 million anticipated for a
total of 90 million.

656-Representative Miller said the amendment has his full conciorrence.

711-Hershberger asked if the Authority will pick and choose among the applicants.

Gallagher replied yes, they have set up criteria. Schools are HI, waterways
treatment H2.

722-Mr. Cotten remarked that priorities would naturally be set up with 90 million
requested. He asked what was the 10$ figure that Gallagher mentioned earlier.

The reserve fund is approximately 10% of total bonds outstanding, (its actually
closer to 8%). With reserve fund of around 8% the leverage we get off of that,
half returned to treasury. The earnings come back to treasury.

752-Gallagher remarked that the appropriation method was a gooi way for the Legislature
to control the quality.

762-Sam wanted to know what would happen if the Legislature diin"t appropriate enough.
Would that affect the bond rating? The Bond consultant, Mr. Yeastings, said it
would if it dropped below an amount equal to average annual debt service on the
obligation of the bank. It depends on a lot of things but would probably adversly
affect it. Under ideal circumstances the reserve fund would never change anything,
Sam thought.

786-Representative Miller said that people usually think of spending money when the
word appropriation is mentioned but actually this money will probably never be
spent. We"re really setting up a separate savings account of which we won"t draw
on the principal, only on the interest.

808-(Cotten) 4 1/2 million would actually be an investment by the State and we would
be making money on it.

8l4-(Gallagher) All we"re doing is freezing the principal. The earnings still come back
to the treasury every year.

817-Mr. Yeastings said that normally when a community gets into trouble and can"t make
their payments 1its only temporary. They will eventually pay it back.

836—CCotten) Would you be able to count that as accounts receivable for a certain amount
of Cim.e? Not really, but you couid consider it that way. lCotten) There would have
to be an appropriation to fill the gap if there was a default. Bob said that when
the money eventually came back the reserve would rise above the requiremnt.

850—(Eric) If you had a half million in deficit it would be unlikely that you would
issue any more bonds.

862-(Cotten) Would you expect 50 million to be taken care of right away? Gallagher
said that they would go through éb million the first year but don®"t anticipate
more than 50 million.

882—Hershberger said that there would be issues popping out of the v/oodwork since the
money is there. Mr. Gallagher said thats why they set up criteria (pg 14). Ve
don"t want to finance everything.

912-Representative miller said that the criterig weren"t iron clad. Up to the discretion
of the Commissioner of Revneue. Gallagher §aid that the other criteria was they

be in an economically depressed area.
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HB 72 cont"d 335-1228

1) page 21, subsec g and h- language currently says that the Legislature shall
appropriate annually any amount the reserve fund rrciy be in deficit. Should take
out shall and add may. A Legislature snouldn®"t attempt to direct what a future
Legislature does.

2) HB 73-He suggestion is to provide for an appropriation of enough to the reserve

fund for 50 million in bonds. $4,445,000 appropriation to debt reserve fund- 1 years
debt service on 50 million bonds of the Authority. Earnings on that amount go to the
general fund. The Legislat"ire has the opportunity to see if the Bond Bank is function-—
ing in the proper way. Can increase or not appropriate further monies.

649-Chairman Cotten asked if the 2.6 wasn®t enough to support 50 million in bonds?
Eric said it would support 30 million. Commissioner Gallagher said that there
are already 56 million authorized but unissued and 34 million anticipated for a
total of 90 million.

656-Representative Miller said tne amendment has his full concurrence.

711-Hershberger asked if the Authority will pick and choose among the applicants.
Gallagher replied yes, the} have set up criteria. Schools are #1, waterways
treatment #2.

722-Mr. Cotten remarked that priorities would naturally be set up with 90 million
requested. He asked what was the 10% figure that Gallagher mentioned earlier.
".[he reserve fund is approximately 10$ of total bond3 outstanding, (its actually
closer to 8%). With reserve fund of around 8% the leverage we get off of that,
half returned to treasury. The earnings come back to treasury.

752-Gallagher remarked that the appropriation method was a good way for the Legislature
to control the qualit}

762-Sam wanted to know what would happen if the Legislature didn"t appropriate enough.
Would that affect the bond rating? The Bond consultant, Mr. Yeastings, said it
would if it dropped below an amount equal to average annual debt service on the
obligation of the bank. It depends on a lot of things but would probably adversly
affect it. Under ideal circumstances the reserve fund would never change anything,
Sam thought.

706-Representative Miller said that people usually think of spending money when the
word appropriation is mentioned but actually this money will probably never be
spent. We"re really setting up a separate savings account of which we won"t draw
on the principal, only on the interest.

808-(Cotten) 4 1/2 million would actually be an Investment by the State and we would
be making money on it.

814-(Gallagher) All we"re doing is freezing the principal. The earnings still come back
to the treasury every year.

817-Mr. Yeastings said that normally when a coimunity gets into trouble and can"t make
their payments its only temnorary. They will eventually pay it back.

836—(Cotten) Would you be able to count fchnt as accounts receivable for a certain amount
of time? Not really, but you could consider it that way. (Cotten) There wnuld have
to be an appropriation to fill the gap 1f there was a default. Bob said that when
the ironey eventually came back the reserve would rise above the requiremnt.

850-(Eric) If you had a half million in deficit it would be unlikely that you would
issue any more bond3.

862-(Cotten) Would you expect 50 milLjon to be taken care of right away? Gallagher
said that they would go through gb million the first year but don®"t anticipate
more than 50 million.

882-Hershberger said that there would be Issues popping out of the woodwork since the

money 1is there. Mr. Gallagher said thats why they set up criteria (pg 14). V/e
don"t want to finance everything.

912-Representative miller said that the criteria weren®"t iron clad. Up to the discretion
of the Commissioner of Revneue. Gallagher said that the other criteria was they

be in an economically depressed area.
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958-(Miller) What bond rating do you expect this to give to these conmunities?
Hopefully an A rating, Yeastings said.

972-(Cotten) If the full faith and credit of the State were behind it it would
be an A-1 rating.

98“—(Yeastings) An A rating is probably as gcod as you could hope for. Many issues
would be non-rated mostly because of small population or isolated economy.

1000- Chairman Cotten asked Mr. Chenoweth if he had any comments. Jack said he
didn"t.
1007-REpresentative Ostrosky asked about the staffing. Mr. Gallagher said there

was an investment officer in the Dept, of REvenue called a debt manager.
The Bond Bank would be one of his duties.

1031-Cotten asked what difficulties the bill had in the past so they could avoid
the pitfalls.

1037-Eric said the House Finance Corimitte in 1971 thought the earnings on funds should
go back to the general fund. We"ve changed that this year to provide for that.
The bill never was a high legislative priority.

1065-REpresentative Miller pointed out that it was never enough of a project.
This bill lias everything to gain and nothing to lose.

1033-(Eric) You"re not likely to receive any support from the Anchorage Borough
or the Fairbanks borough because they probably wouldn"t use it.

1095-Cotten wondered about the similar bill in the Senate. Eric said they tried to
coordinate and hopes the Senate will use the same bill that comes out of this
committee.

1117-Mr. Hershberger likes the 1idea.

1129-Mrs. Ostrosky had a question about sec 9 on page 6. (grants).This was just an
excess of caution. Have to plan for everything just in case, Eric said.

1170-Chairman Cotten askeed for recorrmended reading. Eric said he would supply the
Committee with materials.

1190-Kathryn asked if this would eliminate the need for conmunities to hire a
financial consultant. Bob said it would as far as assistance in issuing actual
Issuance of bonds. These might be a consultant bringing the community up to the
point of issuance of bonds.

Meeting adjourned.(end 1228)



House Committee on
COMMUNITY & REGIONAL AFFAIRS

Meeting Minutes
February 19, 1975
4:00 pm

Meeting was called to order at 4:15 by Chairman Cotten for discussion of H372.

Present were:
Representative Cotten, Chairman
" Ose
Hershberger Ostrosky- absent
Hackney
Freeman
" Davis
Commissioner Gallagher, Revenue
Mark Erteschek, Dept, of Law
Jack Chenoweth, Direcotr, Local Government Assistance
Representative Bradley
Senator Rodey
Senator Willis
Barbara Englert Thomas, Staff
Andrea Guernsey, Staff
Pat Corbett, Senate Staff

Commissione Gallagher started by giving a run down of the bill. "Municipal bond
bank is a state agency type financing that can help the conmunities to finance
their debt in the open market. A lot of the communities are shut out, even though
they"re credit worthy, by being that the issue size is too small; situation like
the new Eagle River Borough who don"t have bonded indebtedness history, people
don"t know hew they"re going to perform in market, so initially when they go into
the market they have a problem selling their debt. Quite often a New York house
will not rate a bond until it"s 2 years in the existence. Eagle River-Chugiak
will probably have bonded indebtedness needs within the first 2 years of it"s
existence. Also because of the size of the credit it costs just as much to under —
write a large credit as it does to a small credit so we have whole series of
smaller conmunities who find high borrowing costs Just because their borrowing
costs are not that large. They have a hard tine selling. The answer to that
problem of course is the Municipal Bond Bank and its an agency financing and we
purposely put it funded reserve behind this agency to make it sell bettor on the
market. Hopefully designed the bill to sell at one credit rating below the State

credit. State credit is a Al rating and we think this credit will sell like an A
bond. Anchorage and Fairbanks are A rated communities, so are Ketchikan and the"
North Slope. All the rest ai® BAA rated bonds,. These communities have a stable
economic base. Other communities, for example the Matanuska-Susitna Borough, who
although they have a stable economic base, as a bedroom community for Anchorage,
they"re very leverage credit. The bill wouldn"t help Fairbanks because its average
debt is $250 per person. Anchorage is $1100 oer person and Mat-Su is $1,000.

With the funded rer uve behind this authority, it will raise the bond from a BAA,
the weakest link in the series of bonds, to a level of one stop underneath the
State. You"ve put some commitment behind those credits. It will save the State
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money by doing this. Ve set out, criteria under which what projects should be
considered in this bill. The HI project are schoo?.s- it helps the community
ard .also helps the State because we have 502 funding requirement under the
foundation program for school construction. 30 any money you save the school
district the State also saves. Other criteria are water waste treatment.

lhe bond bank has 5 members on the board: Commissioner of Revenue; Conmlssioner
of Cormunity and Regional Affairs and 3 others, Under the dept, of Revenue

we have a man called a debt manager for the State. We sell $300 million bonds
every year. Hiere should be a man charged with the responsibility of debt
management. Hie man will also get the applications for the Municipal Bond Bank,
as the executive secretary. The dept, of Community and Regional Affairs will
have a lot of input about which credits we accept.

Poweres of the bond bank are to make loans or to purchase bonds of a community

to sell into the market at a reasonable i.*ate of interest with the proper safe

guards built into it, making sure the mo:iies are paid prcperly into the reserve
fund.

We limited the Bond Bank from getting into other sorts of investments. We only
want them in investments of corrmuniti.is. Not in the bill to buy revenue bonds
of cities- maybe at some later date if the program is successful. We need a
successful program with general obligation bonds first."

1~(5- Freeman: Will these be tax exempt bonds? Gallagher replied yes.
1~ 3- Cotten: When you talk about savings between an Al and A rating what are
you talking about? Gallagher said that most conmunities are a BAA rating;

A rating-50-70 basis points (basis points 72-7.01). 70 basis pointson
$10,000,000 is. worth $1,000,00"< on 20 year issue. 70 points=7 tenths of 1 percent.
20 difference between A and A].

1786-Willis: V/ill Fairbanks and Anchorage still be allowed to go independently to
market? yes, they don"t have to use the state agency. Will the Bond Bank
cover individual service areas in municipality? yes, it could.

1527-Freeman: What backing? Mark Frteschek answered: Bill will create independent
corporation which will be under control and be in an administrative sense under
the dept, of Revenue but will have separate legal existence. This organizaton
will pledge its own credit to the bonds. |Its credit will be based on: 1) reserve
fund which will contain sufficient money to give bonds the rating that we want
to market them at and will be funded out of appropriation from the Legislature;
2) actual funds of authority itself. Authority will generate revenue from its own
nurchase of muuicioal bonds. Authority will sell its bonds and take money and
buy municipal bonds. Municipal bonds will be paid off by municipality and the
funds coming into the bond bank authority from the municipalities will be used
to pay off its own bonds which it sold in the larger money markets and behind
it all slt3 the reserve fund to make payments in the event of a possible default.
This device will not give municipality a source of money that hey won"t have to
pay back. It will save them administrative expenses of making sale on th&ir own.
We will give them better bond rating when they actually do make a sale.

1560-Freeman: 1f you don"t put full faith and credit of State behind it what gives
the bond authority better credit rating than Ketchkan has right now? Mark
replied: Reserve fund gives betrer bond rating. What if reserve fund used up?

Hie State will have obligation to replenish reserve fund. When we refuse credit
of State it means bond holder will not be able to sue state of Alaska on that
.bond If its defaulted but State is pledging moral obligaton but not in a legal
sense.



1614-Freeman: The less guarantee there is the highter the interest rates.
Gallagher: That"s why there"s a reserve. Aimed at conmuniites who have
some economic problems and that®s why there®.s a funded reserve behind it.

1622-Hackney: What is the amount of funded reserve or would reserve be general
fund of State? Gallagher: no. Funded reserve in HB 73 is one years annual
debt service. We don"t want to finance everybody, only those who are truly
in need. In order to finance those: 1) annual appropriation of money we
think can finance us next year; 2) lid on financeing that can be done by
Authority. There are 2 lids- mount appropriated and total lid-* of $150,000,000.

1639-Freeman: What is the ratiorof percentage of reserve? Gallagher: Minimum of
annual debt service.

1662-Bradley: Why not pledge the full faith and credit of State. GAllagher: Can"t
without having everyone in State vote on each particular issue provided by
constitutional provision.

Bradley: Are there any instances of municipal bonds going into default?
Gallagher: 30 issues since 1932. Alaska has had 1 (Dillingham).

1713- Cotten: Are many other states in same need? Gallagher: 20 or 30 have
municipal bond banks. Vermont and Maine have been successful, probably
."because of small towns.

1727-Cotten: question about base rates figures charged by bonding house to
assess whether or not bonds are saleable. Gallagher: Expensive because
they have to bring in consultants etc.

175”~-Hackney: Asked about expansion of hospital in Fairbanks. Gallagher: The
focus of the bill is on urgent needs. Public health would be one of them.

Tapel#3 side 2

51-Hackney: But you would still have to have voters approval?

127-Freeman: larger communities wouldn®"t probably ever use it? Gallagher: no,
except for small projects.

178-0se: Would any municipality be refused? Mark: Bill geared towards credit
worthy municipalities. They have not excluded 2nd class cities with limited
debt bub they still have to be credit worthy.

end 335. Meeting adjourned at 5:00.
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M EMORANDUWM

State of Alaska

DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS

TO; Larry

Deputy Commissioner of

Eppenback

of Revenue s

y

Department

from: jack Chenowd'th*-»

r A

Director

Local

Questionnaires
anticipated general
summarized below.

Anchorage Area Borough

AUTHORIZED BUT

Juneau $
Sitka
Kenai Peninsula
Borough
Kodiak Island
Borough

M atanuska-Susitna

Borough

North Slope Borough

Bethel

Cordova

Government Assistance

directed to
obligation

The Cities

and the

Treasury

DATE: December 13, 1974

FILE NO:

TELEPHONE NO

Division

bond

UNISSUED

2,500,000
-0-
-0-

35,000

15,500,000

20,000,000
2%¥900,000
650,000
50.000
50.000
7.,650,000

None

1,000,000

some 40 Alaska
issues.
of Anchorage

Fairbanks

subject: Municipal bond bank: reported

authorized but unissued and

anticipated obligation

bond

general

issues.

municipalities
The

inquired as to

information returned is

and Fairbanks, the Greater

North Star Borough are excluded.

ANTICIPATED PURPOSE
School
$ 4,000,000 Fire facilities
and equipment

1,000,000 Roads
3,500,000 Schools
Schools
None
Schools
None
Schools
Boadsv
Pliblic housing
W ater/sewer
Utilities
Other capital
improvements
None
250,000 Dock improvements
Civic center complex
5,500,000 School



Larry Eppenback -2- December 13, 1974

AUTHORIZED BUT

UNISSUED ANTICIPATED PURPOSE
Ketchikan $ 1,250,000 $ Sewer treatment
facility
None
Kodiak 1.380.000 W ater and sewer/streets
Aone
Nome 1,000,000 Schools
2,000,000 Port facilities
Pelican None
58,500 Sewage treatment facility
Petersburg None
5,500,000 School
Seward 600,000 W ater/sewer/sewage
treatment
50,000 Dock improvement
Skagway 200,000 Sewer
None
Soldotna 1.400.000 W ater/sewer
None
Wrangell 750,000 Sewer
350,000 Pool
Alaldez None
12,500,000 School

Other municipalities contacted but indicating no unissued bonds or anticipated

projects are:

Bristol Bay Borough - Kake

Haines Borough Kenai

Ketchikan Gateway Borough King Cove

Barrow Klawock

Craig Kotzebue

Dillingham Nenana

Saint Mary’'s

Haines

Homer Seldovia

Hoonah Unalaska

Hydaburg Yakutat
Totals of the bonds listed are:

Authorized but unissued $ 56,715,000

Anticipated $ 34,708,500

JBC:bg



@ In order to assure the maintenance of the
required debt service reserve in the reserve fund, the
legislature Arggiy*-ppropriate annually to the bond bank
authority for deposit in the fund, the sura certified by the
chairman of the bond bank authority to the aovr-rnor and to
the chairmen of the liouse and Senate Finance Committees,
that is necessary to restore the fund to an amount equal to
the required debt r.ervico reserve. The chairman annually,
before January V)Jf shall nakc and deliver to tne governor
and to the chairman ; t.ie House and Senate Finance Committees
his certificate stating the sum require”™ to restore the fund
to that amount, and the sjuir so certified nay be appropriated
and paid to tne bond banl authority during the then current
state fiscal year, h®"othing in this subsection creates” a debt
or liability of the state.

(h) All amounts received on account of money
appropriated to the reserve fund referred to in (a)(@) of
this section shall be hold and applied in accordance v/ith
(b) of this section; subject to the terns of any act appro—

priating money to the reserve fund.



fiifsxwt of "Ropresentatdies

February 5, 1975

Tayloe Murphy Institute

Graduate School of Business Administration
Univrsity of Virginia

Charlottesville, Virginia 22903

Dear Ladies and Gentlemen:

The Alaska Legislature is presently considering legislation
concerning a municipal bond bank. A copy of your October 1973
publication "Bond Banks: iheir Role in Assisting Municipalities
in Obtaining Funds for Public Improvement Purposes, with Particular
Application to the Commonwealth of Virginia" by Eleanor G. May
would be helpful in our study of this matter.

As our Legislature generally adjourns in May, your prompt
attention to this matter will be greatly appreciated.

Sincerely

Staff Assistant

BET:asg



STATEMENT ON HB 72
Submitted by Don M. Berry
Executor Director
Alaska Municipal League
February 20, 1975

Mr. Chairman, Members of the Committee:

For the record, 1 am Don M. Berry, Executive Director of the Alaska Municipal
League, an organization representing cities and boroughs throughout Alaska.
On behalf of the League members, | wish to express our appreciation for this

opportunity to present testimony in support of HB 72, an act establishing the
Municipal Bond Bank Authority.

The League has spent several years reviewing and drafting the concept of
assistance to local governments by the creation of a financing agency within the
State which could provide a viable means of aiding these local governments to
overcome many of the high cost problems incurred in the capital markets and which
could aid communities in the financing of needed capital improvements. He feel
that hb 72as ** appears before this committee adequately meets these needs.

As you are well aware, many communities in Alaska have experienced extreme
difficulty in obtaining necessary funds to construct civic improvements due
to existing bonded indebtedness or high interest rates. Because of the extreme
costs of normal local government responsibilities, vitally needed capital im-
provements such as streets, sewers, water systems, hospitals, parks and recreation
facilities, pollution control, libraries, etc. have become inferior claimants in
the competition for the local tax base. Therefore, the only recourse has been
to go to the bond market with its nearly prohibitive costs. While many plans
hare been advanced by the U. S. Treasury, Congress and others to aid such
communities, one thing that all proposals have in common is the powerful involve-
uiv-.it of the federal government one way or another. The League believes that
jtate involvement is not only more appropriate but much more beneficial.

This involvement could take two courses - outright grants to political sub-
iivisions for capital improvements or the creation of a municipal authority such
r's you now have before you. Since !IB 72 does not deal with outright grants,

we will c2 .fine our remarks to the bond authority.

Unlike most states with their numerous political subdivisions issuing bonds
in large volume, Alaska has relatively few issuers, with most of the volume in
the City and Borough cf Anchorage, the City of Fairbanks, the Fairbanks North
Star Borough, and, to a lesser extent, the Kenai Peninsula Borough, the City
and Borough of Juneau, and the City of Ketchikan and Ketchikan Gateway Borough.

However, with the rapid increase of economic activity over the next few
years, “"aska may anticipate that its smaller cities such as VAldez and Cordova
and lean populous boroughs Riich ap the Matanuska-Jusitna and North Slope Borough
will begin to borrow on a volume comparable to the larger population centers. In
addition, villages or communities may be expected to incorporate or attain
corporate status permitting bond issuance, and other pockets of growth will
develop. These new growth pockets will have capital demands, initially for
schools and later for other municipal purposes.



Alaska may expect then over the next few years a number of potential bond
issuers who have never approached the municipal bond market. Many of these
will obviously be unrated on their initial financings. Thus, some of the local
issues will not gain nearly the investor attention they might deserve because
cf the difficulty of analysing the credit of a new municipality or a municipality
which has not heretofore borrowed. Particular economic, political or social
problems might be present in a given situation which would preclude any reason-
able expectation of obtaining funds by borrowing. Local officials in many of
these budding communities may find that readying an issue for market is beyond
their capabilities because of inexperience.

A Municipal Bond Bank Authority, such as envisioned in HB 72, could be
of immeasurable help to first time borrowers if only because of the advice it
could render on the techniques of preparing bonds for market.

In addition, the concept rf packaging a number of issues from new or smaller
municipalities in effect reoffercd through the new uniform sucurity of the
Municipal Bond Bank Authority could be of greac help in local debt management.
The primary analysis of the local bond security could be undertaken by the Bond
Authority and the burden relieved from outside municipal bond purchasers. It
may be expected that the Municipal Bond Authority operation could result in
interest cost savings to the smaller municipalities since the uniform security
it offers to bond holders would obviate the difficult issuc-by-issue bond
analysis now necessary and because the State, although not legally obligated to
support the bonds would be considered to be involved, nevertheless, in assuring
its successful operation. These obvious advantages would also accrue to the
larger and more experienced municipalities if they chose, under the terms of
113 72 to issue their bonds through the Authority rather than on the public
market.

An additional feature of the Municipal Bond Authority, available to all
Alaskan Communities, 1is the fact that it would help provide a continuing staff
to assist in local finance operations. It is realistic to assume that, with a
specific bond purchase and marketing function assigned to the Authority, progres
could bo made for the first time in securing and keeping current a uniform
accounting and information system from municipalities - the lack of which has
heretofore proved a problem to our local government operation in Alaska.

Thus, it is obvious that the Municipal Bond Bank Authority as established
by 1IB 72 offers much more far-reaching assistance to lor.il governments than just
the capability of securing lower interest rates on local bend issues. It pro-
vides the essential tools which might eventually enable each community to
attract investor interest cn ita own. It. could assist in developing financial
stability in local governments which in turn would enhance the credit c.f the
Pta".o at all levels.

The Lii".gue realizes the tremendous responsibility with which the Committee
has beencharged. Your decisions here will have a lasting effect on Alaska and
its citizens for years Lu come. So too will the decisions of local government
as they plan vitally needed capital improvements net only for the present but
for the generation of Alaskans who will require and utilize these facilities
in the ruture. We sincerely feel that an investment now in the schools, hospi-
tals, roads, environmental pollution control facilities of the future would be

29



a wise and judicious investment of the State®s resources to assure its continued
growth and the development of its bright prospects in the decades to come.

In conclusion, 1 wish to express the thanks and appreciation of the entire
Alaska Municipal League for the opportunity to present this statement of
strong support of HB 72. We are anxious to assist you in your important

task and stand ready to help you in every way possible.

Thank you very much

Respectfully submitted,

Don M. Berry
Executive Director

DMB/j f
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"An Act making a special appropriation to the reserve fund of
the Alaska Municipal Bond Bank Authority; and providing for an
effective date.”

1/2V75 COMMITTEETE REPORT financt
HOUSE

Mr. Speake Date m - <,

The Committee on C&RA has had

under consideration. A Major ity of the members of the Committee

() recommendsit DO PASS

() recommendsit DO NOT PASS

( ”ﬁ recommends it DOPASS WITHATTACHED AMENDMENT?)
() recommendsit BE REPLACEDWITH CSFOR AND THAT
CS FOR DO PASS

() "and" recommends It BE REFERRED TO THE

COMMITTEE
() reports it back WITHOUT RECOMMENDATION
() "other"

Members signing the Majority report:

—r K ~ m 777" f /I

s/ C dxtyvd.

<t«1l "(I/RsKj ttft,j

Members NOT concurring in the Major Ity report:
.V e c--~recommend y:

recommends:

recommends:

recommends:

recommend s :



To: . 'C’ H | HOUSE B ILL N o. ]

SENATE BILL No.

Page: Line: nl].l— i?
On page 1, line 10, after "sum of" delete "$2,665,000" and insert "$4,445,000".
On page 1, line 11, after "Authority." insert the words 'The appropriation

is for the period of the existance of the fund.”

On page 1, delete the entire Section 2, lines 12 - 17, and Insert "~Section 2.
At the end of each fiscal year all earnings or income received on account

of the appropriation made by this act shall be transferred to the general
fund. Whenever at the end of each fiscal year after the fiscal year ending

June 31, 1977, the balance in the reserve fund derived from the appropriation
made by this act exceeds the maximum amount of principal or sinking fund
installments and interest required to be paid on outstanding bonds of the
Bond Bank Authority in any succeeding fiscal year, the excess amount shall

lapse to the general fund.”
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COMMITTEE REPORT

HOUSE
Mr. Speaker: Date
The Committee on has had
under consideration. A Majority of the members of the Committee

() recommendsit DO PASS

() recommendsit DO NOT PASS

() recommendsit DOPASS WITHATTACHED AMENDMENT (S)
() recommendsit BE REPLACEDWITH  CSFOR AND THAT
CS FOR DO PASS

() "and" recommends it BE REFERRED TO THE

COMMITTEE
() reports it back WITHOUT RECOMMENDATION
() "other"

Members signing the Majority report:

Members NOT concurring in the Majority report:

recommends:

recommends:

recommends:

recommends:

recommend s :

Cha i rman
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