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_ . POUCH 6-650
M unic Ip d |Ity ANCHORAGE, ALASKA 99502

0 f (907) 274-2525

A nChorage ;iovRo(;EM.SULUVAN.

OFFICE OF THE MAYOR

January 28, 1977

The Honorable Lisa Rudd,

Chairwoman of House Community
and Regional Affairs Committee

The House of Representatives

Pouch V

Juneau, Alaska 99811

Regarding House Bill No. 72: Historical Districts
Dear Representative Rudd:

It was recently brought, to our attention that along with others you are
sponsoring the subject bill on establishment of Historical Districts.

I have also been informed that the Anchorage Historical Landmarks Preser—
vation Commission has reviewed the bill and endorses it.

Our community 1is under tremendous pressure for development in areas where
some of our older buildings are located. We are very much interested in
trying to preserve these landmarks of our past. Just last week, the Muni—
cipality entered into a contract with an historic preservation specialist,
Mr. Michael Carberry, to conduct a survey of our older structures. Your bill
should help us considerably in attempting to establish an historic district
encompassing these treasures of our past.

The Municipal Administration endorses the proposed bill and would like
to support any efforts you are making to get it approved by the legislature.

Sincerely,

cc: Samuel Coxson
Katharine Crittenden

Enclosures:10



. : POUCH 6-650
Municipality ANCHORAGE, ALASKA 9952

0 f (907) 274-2525

A nChorage I(;ZOVFE)GREM.SULL\VAN.

PLANNING DEPARTMENT
HISTORICAL LANDMARKS PRESERVATION COMMISSION

January 28, 1977

The Honorable Lisa Rudd,

Chairwoman of House Community
and Regional Affairs Committee

The House of Representatives

Pouch V

Juneau, Alaska 99811

Regarding House Bill No. 72: Historical Districts
Dear Representative Rudd:

The Municipality of Anchorage Historical Landmarks Preservation Commission
is pleased to announce that in their regular meeting of January 25, 1977
House Bill Number 72 pertaining to creation of Historical Districts was
formally and unanimously endorsed.

As you may be aware, our community 1is currently struggling to preserve
some of our older landmarks and attempting to establish a district. These
efforts are being conducted under dynamic circumstances where development
pressures are forcing the replacement of older homes and buildings by high
rise structures on a daily basis.

It is gratifying to the Commission that our State legislators are cognizant
of our situation We deeply appreciate your support. Your proposed Bill
will aid us immeasurably in eur activities in Anchorage.

As a result of your efforts, the lives of countless future residents and
visitors of Alaska should be enriched through experiencing the fascinating
historical and cultural foundations of our community.

Sincerely

Katharine C. Crittenden, Chairwoman

Historical Landmarks Preservation Commission

KC:pl

cc:Mayor Sullivan/Samuel Coxson



COMMUNITY AND REGIONAL AFFAIRS COMMITTEE
LISA RUDD, CHAIRMAN
HOUSE OF REPRESENTATIVES

JUNEAU, ALASKA.

WE, THE UNDERSIGNED, OPPOSE HB72. IT WOULD ALLOW ANY
PROPERTY TO BE INCLUDED WITHIN AN HISTORIC DISTRICT
ONLY BECAUSE OF ITS PROXIMITY TO STRUCTURES SELECTED
AS HISTORIC. THIS DESIGNATION COULD EVENTUALLY HAVE
AN ADVERSE "EFFECT UPON DEVELOPMENT OF THE NON*HISTORIC
PROPERTY. NO APPOINTIVE BODIES SHOULD HaVE THE RIGHT
TO TaKE BINDING ACTION AFFECTING PRIVATE PROPERTY
WITHOUT STRICT ADHERENCE TO PROFESSIONALLY ACCEPTED

STANDARDS FOR ESTABLISHING HISTORIC SIGNIFICANCE.

POSSIBLY UNQUALIFIED PERSONS COULD, IN THEIR zEeAL,
ADVERSELY AFFECT THE RIGHTS OF OTHERS. WE URGE NO

ACTION BE TAKEN ON HB72.

# SEE ATTACHED LIST OF SIGNATURES.

(Ref. Nola Campbell - 277-4008

Janet Goetz - 277-2072)
(catz)



VJE THE UNDERSIGNED give our permission to have our names appear on the
attached telegraphic message to the Alaska State Legislature re House Bill No.72.
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»JE TIE UXDERSIGNED give our permission to have our names appear on the

at-iached tolegraplric message to the Alaska State Legislature re House Bill No.72.

NAVE

1. HARLAND W. DAVIS

7

21
22.

J. DOUGLAS_WILLIAMS~AJLI

Alma E. Hicks. 28e
JOHN M. STERN JR. 29.
ELAINE G. SWISS . 30.
F.M. SWALLING 31.

DENNIS! O’BRIEN
RAYMOND A. NESBETT
JESS G. ADAMS

JANET 0. GOETZ
NOLA H. CAMPBELL
RICHARD W. ADAMS
D. H. CUDDY
PATRICIA A. HOUSTON
CLYDE C. HOUSTON.
ELIZABETH JO'INSON
myrtle STALNAKER
ALLEN L. JEWELL
GEORGIA M BOLINGER
FRANKLIN C. LANDSTROM..

JEAN M DONATELLO
EVELYN E. MARTIN

23m JOHN »mGOETZ
24+ betty M, CARPENTER

95.

ESTHER BYRNES

PATRICIA A. HIEBERT
A. G. HIEBERT

RODERIC S CARPENTER
ROLPH S. HANSON



February 11, 1977

Mr. P. J. Nagle
1010 Christensen Drive
Anchorage, Alaska 99501

Dear Mr. Nagle:

Enc3 >sed is a copy of H.B. 72, An Act relating to
the creation of historical districts within municipal —
ities. Perhaps you misunderstood the intent of the
legislation. The bill in no way takes away property
with or without compensation. H.B. 72 establishes
historical districts and allows individuals owning
property within the districts to become eligible for
low-interest long-term loans.

I hope this clarifies any questions you may have
had concerning my bill.

Mike Miller

D... Usa £udc)

House Majority Leader

MIKE MILLER _ _ .
Chairman, Legislative council

ALASKA STATE LEGISLATURE

PO BOX 1494 Mkmoer, rules committee

Juneau, Alaska 99802

Home Phone (907) 586-3087
EGISLATIVE PHONE (907) 465-3739

Memuer, Resources committce
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STATE
of ALASKA

© House Community & Regional Affairs

Commi ttee
The Alaska State Legislature

PATE * May 19, 1977
from: Gary |, Jenk SUBJECT: CSHB 75
Director
Audit Divis
| have reviewed the recent version of the referenced bill. While it addresses

some of the concerns which | mentioned previously to the committee, there
are still several very important issues which are not addressed.

First, there is no limitation in the bill as to how large a population center

or centers would be necessary to place this in effect. For example, the

City of Hoonah could decide to adopt the municipal income tax which would

necessitate our putting into effect the full administrative procedures necessary

to carry out this legislation. The cost of the administrative procedures

would far outweigh any income which the municipality might receive from the tax.

f/US | strongly urge the committee to consider placing a restriction in the law which
would make the tax effective only after a city or cities in the State, compris-

ing a certain percentage of the State population, have opted to enact the municipal

income tax.

In subsection B of page ! of the bill, there is a provision that a municipality
may impose, modify, or repeal the income tax only after giving 120 days notice
to the Commissioner of the Department of Revenue. That simply is not enough
0S time for us to make the necessary adjustments to the tax forms prior to printing

them for that year. | strongly urge that the provision be changed to read that
the tax may be imposed, modified, or repealed "only after first giving notice to
the Commissioner of Revenue not later than July 1 of the previous year".

Subsection C on page 1 states that the income tax may not exceed 50 percent

of the liability of the taxpayer under AS ~3.20. | strongly recommend that a
definition of liability be placed in the bill so that it is clear which liability
figure is to be used. Is it to be the initially computed liability, the liability
after deducting some or all c>edits, or the liability after deducting credits

oA and a dding in additional taxes due?

In subsection E on page 2 it should still be recognized that determiningthe
source of the income will bedifficult since we will have to go by mailing
address. As | am sure the committee realizes, many people live in one area and

have their mail delivered ina different area.

In section 3 of the bill, onpage 2, the new phrase addedreference to a
municipality which levies "and collects" a tax on net income. In this
version of the bill, which provides for the State of Alaska to collect the

0N tax for the municipality, it would appear that you might want to delete the
words, "arid collects".



House Community 6 Regional Affairs May 19, 1977 Page 2
Commi ttee

With regard to the concept of allowing the tax to be deducted in a subsequent
year on the Alaska income tax return, this would establish a precedent which

is not normally allowed in an income tax. i; should be remembered that the
municipal tax, being based on the Alaska income tax, would be reduced by the
allowance of the deduction of the tax previously paid. As | am sure the committee
is aware, the Alaska income tax paid in one year is not deductible in the next
year on the Alaska income tax return.

In subsection C of section 7 of the bill, it is noted that the administration
costs will be allowed up to 5 percent of the amount of tax payable to a munici-
pality. First, | feel that the change from 2 percent to 5 percent is a good one.

Second, this will only be valid if the limitation is placed on how large a popula-
tion must be represented before the municipal income tax is placed into effect.



Matanuska-Susitna Borough, Inc.

BOX B, PALMER, ALASKA 99645 + PHONE 745-3246

DEPARTMENT OF ADMINISTRATION

April 29, 1977

Ms. Lisa Rudd, Chairman

House Community. & Regional
Affairs Committee

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

Dear Ms. Rudd:
Subject: House Bill 75

On several occasions the Matanuska-Susitna Borough Assembly has
sought alternative revenue sources in order to reduce property taxes.

.. Since HB 75 would permit municipal income taxes under certain
conditions, this Borough favors HB 75 and encourages its passage-hope-

ful ly with a provision~that the State Department 0f Revenue could assist
municipalities to collect local income taxes.

Very truly yours,

Wesley « . Howe
Borough Manager

WMH:er

cc: Alaska Municipal League
Representative AL Osé



February 10, 1977

T0: LISA
FROM: JUDITH
PER: Sam Coxson

Municipality of Anchorage supports HB75 on basis
of increased flexibility of local taxing authority.
Ted Burns will not be at our meeting tomorrow [2/11/77]

Call taken at 2:15 p.m.



cCItTy OF SEWARD

P. O. BOX 337

SEWARD, ALASKA 99664

MS. LISA RUDD, CHAIR

ALASKA STATE LEGISLATURE

HOUSE COMMUNITY & REGIONAL AFFAIRS COMMITTEE
Pouch V - State Capitol

Juneau, AK 99811

HB 75 - BOROUGH AND CITY INCOME TAX AUTHORITY

CITY MANAGER
COMPTROLLER
INFORMATION
CITY POLICE

February 15,

At its meeting of February 14, 1977, the Seward City Council voiced
opposition to House Bill 75, authorizing boroughs and cities to levy

income taxes. The Council unanimously felt this was an authority which
should not be granted to the local governmental

The Council requests that this opinion of HB 75 be considered during

the hearings to be held this week.

JOANNE E. SI1ANLEY
CITY CLERK TREASURER

1977

20516

224.5215

224-5201



CSIY of BEIMEL

P. 0. Box 388 » Bethel, Alaska 99559
543-2297 - Area Code 9C7

March 29, 1978

Representative Lisa Rudd

Chairperson , Community 8 Regional Affairs Committee
Pouch V

Juneau, Alaska 99811

Dear Representative Rudd:

At the regular meeting of the Bethel City Council held on
Marcli 27, 1978, Council passed Resolution No. 229, endorsing
sponsor subsitutc for House Bill No. 75, "AN ACT AITIORIXING
A BORUUGII OR CITY TAX ON NIiT INCOME."

Although there seems to be some problem wether you tax
individuals that reside in the community or the ones that
.work in the community it is felt by the Bethel City Council
that a City income tax on net income would be a more equitable
form o.f taxation than a property tax.

If this bill was passed by the legislature it: would also
give municipalities another option under taxation which
could eventually improve services at the local level because

the Communities would have a wider choice of ways to fund
different services and programs.

In the Bethel area where a large portion of the citizens
depend on subsistence as a way of life and own property, a
tax on property would jeopardize their choice to live off

the land. It is for this reason as well as giving each
municipality an option in taxation that the City of Bethel
endorses this legislation and encourages the State legislature
to pass and approve it.

If you should need any additional information in regard to
the City's position on this piece of legislation, do not
hisitatc to contact Me.

Sincerely,

Lyman Hoffma
City Manager

LH: 1f
"Deep Sea Port and Transportation Canter of the Kuskokwim™



CITY OF BETHEL, ALASKA
RESOLUTION NO.229

A RESOLUTION OF THE CITY OF BETHEL, ALASKA ENDORSING THE
SPONSOR SUBTSITUTE FOR HOUSE BILL NO. 75, A BILL FOR AN ACT
ENTITLED: "AN ACT AUTHORIZING A BOROUGH OR CITY TAX ON NET
INCOME ."

WHEREAS, a Municipal Tax on net income would provide an
additional option of taxation other than sales tax, personal

property tax, or real property tax to an assembly or council

of: a municipality, and

WHEREAS, this Municipal Income Tax would not become
effective unless the residents of the municipality, by
referendum, enacted an ordinance adopting a local income

tax, and

WHEREAS, the United States Federal Government as well
as the Alaska State Government do levy a individual income

tax to support governments services, and

WHEREAS, the Council believes that a municipal 1income
tax would be a more fair and equitable form of taxation then

the sales tax, personal and real property tax.

NOW THEREFORE BE IT RESOLVED THAT The City of Bethel,
Alaska endorses the Sponsor Substitute of House Bill No. 75,
a bill for an act entitled: "An Act Authorizing a Borough
or City Tax on Net Income."™ and would endorse a similar
bill if introduced in the Senate and encourages the State
Legislature to pass and approve this important piece of
legislation.

PASSED, APPROVED AND ADOPTED BY THE CITY COUNCIL OF THE

CITY OF BETHEL, ALASKA THIS DAY OF |yA» A « L s
1978.

ATTEST:



"AD C.0MVe4 ?
CCXc.a

Introduced: 5/25/77
Referred: Community & Regional
Affairs, Judiciary and Finance

1 IN THE HOUSE BY PARR AND COWPER

2

5

SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 75
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION

A BILL

6 For an Act entitled: "An Act authorizing a borough or city tax on nee

7

income."

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

S B B -

R B

18

N3 oz

23

24

25

27

78

* Section 1. AS 29.53 is amended by addinga new sectionto read:
ARTICLE 6. MUNICIPAL TAX ON NET INCOME.

Sec. 29.53.500. TAX ON NET INCOME. (@) The assembly or council
of a municipality may, by referendum, enact an ordinance adopting by
reference a local income tax impo ed upon individual residents and
corporations doing business within the municipality. The tax shall be
a percentage of the liability of the resident or corporation of the tax
imposed under the Alaska Net Income Tax (AS 43.20).

(b) An ordinance enacted in accordance with the provisions of
this section shall impose a rate of tax for the next calendar year and
may provide that the tax rate shall continue :n effect for each succeed—
ing calendar year until the tax rate is modified by a subsequent ordi—
nance. A municipality imposing an income tax may repeal the tax. A
municipality may impose, modify or repealan income tax only after first
giving notice to the commissioner of revenue not later than July 1 of the
previous year. Enactment, modification or repeal of an income tax
authorized by this section shall become effective only on the first day
of a calendar year.

(c) An income tax imposed by a municipality under this section may
not exceed 50 per cent of the liability of the taxpayer under AS 43.20

after deduction of credits and inclusion of additional taxes due.

-1- SSHB 75



(d) t.n income tax imposed under this section shall be administered
by the commissioner of revenue, who shall collect and account for the
revenue in the manner provided in AS 43,20.360.

(e) A borough may preempt an income tax levied by a city under
this section by adopting an areawide income tax. The commissioner shall
refund the taxes collected within the borough to the borough and all
cities within the borough in proportion to the amount of income tax
revenue raised by each city within the borough unless tne borough and
all cities within it mutually agree on a different "method of sharing.

(f) A municipality may levy the tax authorised under this section
if it levies and collects not more than one of the following taxes
authorized by law:

(1) sales taxes, authorized by sec. 415 of this chapter,

(2) personal property taxes, authorized by sec. 10 of this
chapter;

(3) real property taxes, authorized by sec. 10 of this chapter

(@) In this section, "resident"™ means an individual resident, non-—
resident or part-year resident of Alaska, as defined in AS 43.20.011, who
is domiciled in or maintains his principal residence or place of abode
in the municipality.

Sec. 2. AS 29.13.100 is amended by adding a new paragraph to read:
(37) AS 29.53.500 (borough or city tax on nf. income)
Sec. 3. AS 29.53.035 is amended by adding a new subsection to read:

() A municipality which levies an income tax under sec. 500 of
this chapter may exempt from taxation real or personal property.
Sec. 4. AS 43.20.160(c) and (d) are amended to read:

(©) The department shall prescribe and furnish all necessary forms,
and adopt and publish all necessary regulations in plain and concise

language conformable with this chapter for the assessment and collection



ItifaJc othwtANVd ~ Jjiel npp) J jjfr)’ 'AMU. Aki&p

of the taxes imposed by secs. 10 - 350 of this chapter and for a munici-
grl. tax on net income levied and collected under authority of AS 29.53.
500 and sec. 360 of this chapter. The department shall apply as far as
practicable the administrative and judicial interpretations of the
federal income tax law. The department shall also prepare a concise
statement of the contents of the code sections referred to in this
chapter for the information of the taxpayer and make them available to
the taxpayer making a return.

() All money collected by the department unuer secs. 10 - 350 of
this chapter shall be deposited in the general fund of the state.

* Sec. 5. AS 43.20.170(a) 1is amended to read:

@) Every employer making payment of wages or salaries shall deduct
and withhold an amount of tax computed in a manner to approximate the
amount of tax due on those wages under this chapter and under an income
tax levied by a municipality in accordance with AS 29.53.500 and
collected by the department for that year. The department shall publish
the rate of withholding required by this section and the rate required
by the income tax levy of a municipality which shall be expressed as a
percentage of the amount required to be withheld under sec. 3402 of the
Internal Revenue Code of 1954. Every employer making a deduction and
a withholding shall furnish to the employee upon request a record of
the amount of tax withheld from the employee on a form prescribed by the
department.

* Sec. 6. Aw 43.20.290 is amended to read:

Sec. 43.20.290. [EXCLUSIVE] STATE AUTHORITY. No tax may be levied
and collected upon the net income of resident or nonresident individuals
by a general law municipality [CITY] or by a home rule municipality
[CITY] or any other political subdivision of the state except as

provided by AS 29.53.500.

-3- SSHB 75



* Sec. 7. AS 43.20 is amended by adding a new section to read:

2 ARTICLE 6. MUNICIPAL TAX ON NET INCOME.
3 Sec. 43.20.360. ADMINISTRATION. (@) Municipal income taxes
4 levied and collected under AS 29.53.500 are subject to the provisions of

this chapter.

> () A municipal income tax levied and collected under AS 29.53.500
> shall be administered by the commissioner of revenue, who shall collect
a and account for the revenue

9 (c) The commissioner shall determine each municipality"s share of
10 the cost of administering this section. In determining each munici

n pality"s share, the commissioner shall apportion the cost of collection
12 and accounting for the funds in proportion to the tax collected from each
13 municipality of the state which levies an income tax. The commissioner
H may withhold the prorated share of the cost of collecting and accounting
io for funds, but the amount withheld may not exceed five per cent of the

16 amount payable to a municipality. After deducting the amount of any

17 refunds due and the prorated share of the cost of collecting and

1B accounting for funds, the commissioner shall pay to each municipality,

io as soon as practicable, the amount to which it is entitled under AS 29.-
20 53.500

A

25

D

27
28

XL
SSHB 75 4. "



LOCAL INCOME TAX

Philadelphia enacted a local income tax in 1939. Since
then about 4,000 localities in 10 states have followed its
example. Approximately 40 m*"llion residents live within
localities levying a local 1 ~come tax.

Revenue derived from these taxes rose from 18 million
in 1940 to 2.403 billion in 1973. The percentage of revenue
from local income taxes has grown from .37, (1940) to 3% in
1973.

A majority of these municipalities levy a flat rate which
varies between .25% and 3.5%. Cities in Maryland charge a
percentage of the state income tax.

The total revenue ftom all municipalities derived from
city income tax is 8.8%.v4 A number of communities receive a
majority of their revenue from income tax.”

Collections per capita from 48 communities range from
$35.17 to a maximum of $195.71.

From 1948-1972, the increase in receipts from local
income tax was 17.9%. ?

*does not include the Washington D.C. which is 25.7%.
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CITY INCOME TAXES
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Philadelphia has the distinction of levying the
oldest local income tax still in efTcd today.
Earlier efforts at such taxation, including one in
Charleston, S.C., in the early 1800s, foundered on
administrative difficulties.

Since the path-breaking Philadelphia enact-
ment in 1939. however, about 4,000 localities in
10 states have followed suit. And authorizations
have been granted ~although no locality has
acted) in Arkansas and Kansas.

In addition, a related lev;- has been imposed on
employers: the local payroll tax, based on an
employer's wage expenses. This has been enacted
in Jersey City, Newark, N.J., San Francisco, and
four Oregon counties.

Despite first impressions from the table that
follows, the local income tax is primarily u big-
city phenomenon.

Most of the taxing jurisdiction’, are small, but
this is because many—over 3,8fO—small towns
and school districts in Ohio and Pennsylvania use
the levy. Elsewhere the tax is typically used by
large jurisdictions.

Nine of the 25 biggest cities in the United
States, including Washington, D.C., now impose
their own income taxes.

Few ofthese local taxes are really comparable to
slate or U.S. taxes, since most apply only to wages
and salaries— “earned” income. However, those
levied by New York City, Baltimore, and cities in

CITY AND LOCAL INCOME TAXES AND RA

Michigan arc closely linked, both in coverage and
administration, to overlapping state taxes

li the District of Columbia, where the tax has
broad coverage and applies at graduated rates,
there is little to distinguish it from a state income
tax

Besides the roughly 40 million residents m
localities levying income taxes, countless others
who work in them but live elsewhere—commut-
ers in Alabama, Delaware, Kentucky, Missouri,
Ohio, and Pennsylvania— are subject to the levy.

Maryland's local taxes apply to residents only,
as does the District of Columbia's tax.

Commuters in Michigan nay one-half the rest,
dent rates, while those in New York City pay
sharply lower rates.

Where many localities in the same area tax
income, special arrangements are necessary to
avoid unfair treatment of those who work in one
jurisdiction but live in another.

As the table below shows, local income taxes
are essentially confined to the stales in the North-
east and Middle Atlantic regions— with the ex-
ception of St. Louis and Kansas City. Mo., and
six places in Alabama, including Birmingham
and Gadsden.

The table below, compiled by the Tax Founda-
tion from Commerce Clearing House data, lists
the rates in effect as or Sept. 1, 1976, for all U,S.
localities with income taxes.

* re-rvees™rreweiasj. twehac -r*r-

RATE ST ATE AND RATE STATE AND RATE
OCALITY = LOCALITY
Mmgan (contined) Chio (aotin es))
1.0* 1.0* ield . 20%
2.0 1.0% 1%
1.0* 1%
10% 5%
1.02.0*
0,
1.5+ 1o 025-20%
1.0%
05-1.0* 0.543% %
%
2.5% 1.5% 1.0%
20* 15% 1.0*
125% 20% 10%
1.0% 1.0% 10%
10% 0.5%
025-2 5* i 57"54‘1]/
- 04 > 0 1.0*
05-2 2% o 30+
0,
500% 1% 20%
200-50.0% 10% 10%
10%
20% t0*
1.0* 10% 0.251.0%
1% 1% 0%
1.0* 1.0* 20-11.0%
' Rules eonn qumlytrdllead’SO 000 anore Wieio retes dffar larrosicenl and monredent incae, (rlyrmdnt
rassaepiven InChio ad Farsyheniadties rdlesaettesare 1Additiaal laxd 0 75* larsdool purposss
Jl *Acbitios taxaf0 2% |npoeed inJolters County autsice rl mmllomlvinlmstxe”rplv?‘es
o atstapbinoore lx ' Rsidntinoore ees arepriyoressvo *Baoop! la-FhilecEidhia Sorantn,

Gne Ole ot 1. payeble by any taqaeritlinibdlo 1*
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Total*

113,102
129,082

191. Total Local Revenue by Source and Percentage Distribution
Selected Kbcal Yrsr.i 1002-1973

From own sources
Gereral rsvenun
T
Chsrres
Tolil Saba mid License and
onwn nd

Total i rio» m miscel . Ismgf
SOUrces oreral 'Tolnl Froomty  receipts Income], allier lareos Utlity

AmMnt, (Milliors)

1 1703 1704 1024 - 480 19t 55)8
1,050 1, 1, 1,192 13 - 13 212 —
3,827 3,515 3,009 2,973 20 - 70 4/0 \Di —
5, 4,870 4,274 4,159 20 - 80 gﬂs —
5,792 6,007 4,497 4,170 130 418 170 10 701 113
11,073 0,588 7,081 7,042 481 o4 301 1,002 1,808 1]
22,912 13,081 15,798 1,339 251 t02 4,831 3,013 130
38,249 32,302 25,110 21,817 2,059 4133 H 7,211 4,908 177
41,499 35, 27 , 2,011 472 1 8,011 6,909 189
41,419 38,015 29,074 25,130 1.050 010 . 8,971 6,240 105
47,875 40,8311 31,171 \ 1,932 1,0/7 9.174 6,053 202
53,192 1 31,781 29,092 2,4/0 1, 1 . 11.030 5911 215
59,557 61,392 38,833 32,903 3,008 1,030 I.. gé 12,568 0,093 218
00,521 57,491 411,434 30,720 3.002 1,74/ 1,2 11,068 7,270 209
74,144 01.419 48,930 4 4,238 2.24! 575 If, % 7,VS/ 281
81,210 0.489 53,032 43,0/0 921 2,400 731 17, 8,022 201
Percentage Distribution of Itavenuo fromOwn Souroes™
mo.o 93.0 82.1 72.7 0.3 11.0 7.0
100.0 02.9 78.0 71.0 2 - 0.8 14.0 7.0 -
100,0 02.0 80.2 77.7 .6 - 2,0 124 7.0 —
100. 3 00.7 70.4 77.3 5 - 17 11,2 8.0 -
100, 85.4 77.0 73.0 2.2 3 31 8.8 12.2 2
11)0.0 83.1 08.4 00,3 41 .6 3.4 13.7 155 .8
mo.0 84.a 1106 68.1 4.0 .0 2,0 17.8 13.3 5
18%3 81.8 05.7 67.0 4.4 11 21 18.8 13,8 3
100. 85.3 150 57.1 4.9 11 21 19.1 12.2 .6
ioo.i: 85.0 154 517 4,4 21 2.3 20.2 11.8 4
105.0 83.4 5.1 54.1 4.%1 2.2 2.8 20.3 119 5
190.0 84.2 454 65.8 é 2.4 2.3 20.8 11.2 5
100.0 8113 55.2 55.4 2 2.7 2.0 211 11 4
183.0 80.4 0.13 64.2 6.5 2.0 2.0 211 10.0 1
100.0 84.0 ]%10 66.1 6,7 3.0 21 20.9 10.5 4
100.0 80.8 65.3 64.1 11 3.0 21 21.6 10.0 4

+ Duplicativil timn-nctdars between levels of govermment nroexcluded In arriving at
ng at aggregates.
ly individual income.

®anJ£l

sInclu

d Amounts received di

* Intergovermental
Source!” Department

Nt compensation uml I retirenent fuds*
ﬁ'om%ral govermment, mtggs%%eofmbral fumU received initially by states

oollectias forunempl it
rectly

revenie is shonn aaa percent of total roenus* A A
of Commerce, llureauof the Census; percentage computations oy lax | oundntion

Tax Foundation, 1Inc., Facts, Figures on Gov ®. Finances,
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LOCAL income taxes, rates and collections

table 150 -

(Dollar amounts in thousands)
__Municipal taxcollectios, 1971-72
(Grieswilhowwv §( .poo popu,atiQnin J971J)

Rate Income tax collectias

S|a'eand lacal government (peroer) collections Arount As apercentof
total collectios

Alabama:
Aubum 10
Birmingham
Garftn $28,043 $5.527
Qpelika 5.165 2’977 19.7
Rainbow City : 57.0

Deliwi re
Wilmi
i ngtm_ 1.25 20,752

Indiana (counties)” 7,614 30.7
Bartholomew ]Q
Bmlon
Blackford
Broan
Carroll
Cast
Clinton
Decaiur
DcKalb
Hkrart
fountain

et (tl. 14/2)

Hntington
Jagper

Johnson

Kosciusko
Lawrence

Marshell

Morgan

Newton (ell. 1/1/74)
Noble

Ohio

Randolph

Rush

Starke

Struben (M. /1/74)
Tipten

Union

Wabash

Washington 0
Vo )
Wells
White

B F SRS R RS s oss

Ashland
Auburn
Denton

Berea
BoMing Green
Burkesdlle
Catettshury

See footnotes otenj o1 |-)(f
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TABLE 150 - LOCAL INCOME TAXES, RATES AND COLLECTIONS (Cont'd)

(Dollar amounts in thousands)

Municipal tax collectias. 1971-72
(Ciieswith over 50,000 population in 1970)

Income tax collectias
Rate
1. 1973 Total tax As aperoentof
Stateand local govermrent oollectias Amount total collectios Stateand loel
. Mchi Con
Kentu_:ky (Continued) H gmm(
Covington
i Jackson |
Cyrithiana N
Denville Lansing
Dawson Springs Lapee_a:
Elizabethtoan R)rtUUI-Urm
Flemingsburg i
Frarkfort Sag
Fulton Missouri:
Gamaliel KansasCity
Glasgow St. Louis
Hickman New York
Hopkirsille Now York
Lcitchfield
Lexington Akron
Louisville Cators
Jefferson County’ Cincinnati
Ludlow Cleelard
Marshell County Cleelad'
Mayfield Columbus
Maysville Daylon
Mddlestsuro Elyria
Morgantoan Euclid
Newport Hamilton
Onensboro Kettering
Paducah Lakowooc
Pikevllle Lima
Prmitonsburg | main
Princeton Mersfield
Richmond Parma
RexlhMlle Srirgfiel
Soringlield Toledo
\ersailles Warren
Wilcer Youngstu
Woodlord County 315 dities
Maryland: Yoof State tax g;hm I
(laldnoreCity
20 Counties A
ter Court Allmtow
Michigan:’ mﬁé"%
Albion G’ester
Rattle Creek Ene_
Rig Rapids Harisiru
Detroit | aceste
Alint mﬁﬁ
Grand Rapids
Grayling PillﬂJ_JT
Hainlramck Reading
Highlard Park Sorantnr
See furtin

Sh footnote* at end ot labia.
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TABLE 150 - LOCAL INCOME TAXES, RATES AND COLLECTIONS (Cont'd)

(Dollar amounts in thousands)

Municipal tax collectiorns, 197172
(Gities with over 50,000 population in 1970)

Rate Income tax collections
July 1,1973 Total tax As a peroentof
Slate and lacal goverrment (percent) oollectios Amount total oollectios
Michigan (Continued):1
Hudson 10 — — )
Jackson 1.0 — — —
Lansing 10 $14,059 $6,120 41.2
Lapeer 1.0 - — i
Pontiac 1.0 11,991 4,322 36.0
PortHuron 1.0 - — —
Saginaw 1.0 10,212 3,501 34.3
Missouri:
Karsas City 10 78,610 29,106 37.0
SL Louis 10 125,035 36,784 2.4
New York
New York City 0.7-3,5 3.830.557 805,578 21.0
Ohio:
Akron 15 26,440 17,478 66.1
Canton 15 9,770 7,814 80.0
Cincinneti 20 75,528 43.606 57.7
Cleeland 1.0 81,181 38,807 47.8
Cleveland Heights 1.0 5,025 1,299 25.9
Columbus 15 45,024 35,105 78.2
Cayton 10 27,344 15,662 57.3
Elyria 10 3,413 1,808 63.0
Euclid 1.0 8,240 3,278 39.8
Hamilton 15 6,002 3,703 74.0
Ketterirg 1.0 4,437 2,304 61.9
Lakewood 10 5,295 1,518 287
Lima 10 2,872 2,100 733
Lorain 10 6,712 3,418 60.9
Marsfield 1.0 4,350 3,053 70.2
Parma 10 6,126 3,484 60.9
Sprirgfield 15 6,888 4,738 80.5
Toledo 16 33,383 25,002 74.9
arren 10 3.607 2,693 76.8
Youngstoan 15 13,925 9,299 66.R
315 cities and villages 0.251.7 - . “
(with less then 50,000
population)
Penrsylvenia™
Abing'on Township 10 3,892 na <2}
Allentoan 1.0 9,082 1,941 214
Altooma 10* 3,246 745 23.0
Uelhtol.an 1.0 0,342 1,657 26.1
Chester 10* 4,523 2,110 46.9
Erie 1.0 9,597 1,655 17.2
Harrisourg 10 5,927 97B 105
Lancaster 1.0 4,578 694 152
Penn Hills Township 10 2,043 925 314
Philacelphia rii2s# 410.302 256,738 62.6
Arttshurch 1.0" 77,281 13,028 109
Reading 10 6,312 1,530 24.2

Sorenton 101 7.825 2,128 27.2

Seo footnote* at and of tabla.



TABLE 150 - LOCAL INCOME TAXES. RATES AND COLLECTIONS (Cont'd)

(Dollar amounts in thousands)

Municipal tax collectios, 1971-72
(Cities with over 59,000 population in 1970)

Rote Income tux collectias
July 1, 1973 Total tax As aperantd
State and local government (percent) oollectias Amount total collectias
Pennsylvaniac6 (Continued)
WilkesBarre (16 $4,291 $630 147
York 4,157 556 134
Approx. 3,750 otter laal 0.251.0
Jurigdictios (including
ower 1,000 sdool
Systans)

Noit: Excludes Washington, D.C. which has agtodustad n»l income tax that it mort closely akin to a Sura rax than to rht municipal incomo taxes (j*e
labia 141%. Also excludes the Denve* Employee Occupational Pn*ilege Tu« of S2 prr employeeper moi.th, which »pplic« onlg io eployess Caim-ig
at lewt $250 per month; tha Newark 1% perron tax impused on employe**, profit end nonprofit, having a payroll over 52.500 par calendar quarter,
tho San Francisco 1% payroll exrense tax (cff. 10/1/7051; tha 1/2 of 1% quarterly payroll lax on employers imposed in tha Tri-county Metropolitan
Transit District (encompotsing all of W «hington, Ciackamat and Multnhomah cour»t*s, Oregon); and the 1/4of 1 percent payroll tax imposed cn
employers in tha Lane County Oregon M<mTransit District.

= Signifies a county, or city under 50.0CW population.
fia.-"not available.”

*Tha tax rata on nonresidents for all counties it 1/4 of 1%.
A taxpayer subject to the 1.25 percent lax imposed by tha City of Louisville m-y credit this lax o>iirui the 2.0 percent levied bv JrHerson County.
Under the Michigan "Uniform City IncomeTax Act," the prescribed rates are 1.0 percent for tevdenta and 0.5 percent for nonresidents. A resident
A isallowed credit for taxes paid lo another city as a nonresident.

The rale for residents in Detroit was Increased from f percent to 2 percent effective October 1, 1908.

New York City residents* rata rai<gas from 0 7 perca.it on taxable income of less than S1.0CO to 3.5 porcent on taxable income in excast ol $20,000
An earning* rex ol 0.45 percent of war** or 65r 100 of 1percent on net armings from self-employn»eni, not to exceed that which would he due

A ff taxpayer ware aresident, is levied mj*ioit nonresidents A 4% tax is imposed ot, unincorporated businesses carried on In the city.

Except for Philadelphia, Pittsburgh, and Scranton, the total rata payable by any taxpayer h limited to 1percent For coterminous {uri»|*ction\ such
as borough and boroouh school district, the maximum is usually divided equally between the jurisdictions uniats otherwise agreed, however,
school dtelrtcts may tax only residents. Thus, if aborough or,d a coterminous school dntricl each fisva a stated rate of 1percent, tha total ef-
fective rata for residents is 1percent (ft of 1percentaach to tha borough and school district) end thn tax on nonresidents is 1 percent, the
stated rata imposed by tha borough.

The school district rate is the same m tha municipal rata.

Tha school district rata is 0 5 percent

Thera is no school district income tax.

The Philadelphia school district Imposesa 7% tax on investment incuroe.

School district rata. Tha Pittshurgh city income tax was repealed effective January 1, 1973.

Combiner! city and school district rate may not exceed 2.0 patcent

Source: ACIR staff compilation based on Commerce Claartng Home, Srate Tar reporter, and U.S flurwau of the Census, Governments Orvnion.

294-



TABLE 12 - THE FISCAL ROLE OF LOCAL INCOME AND GENERAL SALES TAXES,

SELECTED YEARS, 1957-1071
(Tax amounts in millions of dollars)

Level of Government and

type of tax 1971 1967 1962 1957
All Local Governments —
Total tax collections $ 43,434 $ 29,074 $ 20,993 14.286
Income taxes: (3,675) (2.130) (1.185) (785)
Amount 1,747 916 309 191
% of total taxes 4.0 3.2 1.5 1.3
General sales taxes: (3.820) (2,596) (1.875) (1.550)
Amount 2,339 1,201 958 656
% of total taxes 5.4 4.1 4.6 4.6
Income and sales — 4 9.4 7.3 6.1 5.9
All Local Governments U
Total tax collections 43,000 28,799 20,810 14,143
Income taxes:
Amount 1,61/ 852 271 165
% of total taxes 3.8 3.0 1.3 1.2
General sales taxes:
Amount 2,262 1,158 932 636
4 of total taxes 5.3 4.0 4.8 4.s
Income and sales — 4 9.1 7.0 5.8 5.7
M unicipalities U
Total tax collections 15,097 10,507 7,934 5,908
Income taxes: (1,085) (625) (350) (255)
Amount 1,416 818 259 131
4 of total taxes 9.4 7.8 3.3 3.1
General sales taxes:* (3,270) (2.245) (1.725) (1.485)
Amount 1,658 977 866 602
4 of total taxes 11.0 9.3 10.9 10.2
Income und sales — 4 20.4 17.1 14.2 13.3
M unicipalities 1/
Total tax collections 14,663 10,232 7,751 5,765
Income tnxos:
Amount 1,286 754 221 155
4 of total taxes 8.8 7.4 2.9 2.7
General sales taxes:
Amount 1,580 934 840 532
4 of total taxes 10.8 9.1 10.8 10.1
Incomo and sales — 4 19.6 16.S 13.7 12.8
Counties
Totnl tax collections 8,702 5,702 4,149 2,790
Income taxes: (24) «) (1) (0)
Amount 167 16 6 J—
4 of total taxes 1.9 0.3 0.1 0
General sales taxes: (595) (330) (145) (65)
Amount 590 202 91 S3
4 of total taxes 6.8 3.5 2.2 1.9
Income and sales — 4 8.7 3.8 2.3 1.9
] Including the District of Columbia. 2/ Excluding the District of Columbia.

Niotc_. Figures in parenthesis arc the approximate number of local governments

with sales and income taxes as of January 1st for the year indicated

for the year 1957 which are as of September 1, 1958).

Source: ACI1 staff calculations based on U.S. Bureau of the Census,

Governments Division, published and unpublished data; and
Commorce Clearing House, State Tax Reporter.

0
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TABLE 2. CITY INCOME TAXES, nATES AND COLLECTIONS
@llir amouts in thosack)
Municipal tax collectias, 1967 GB
Stan ad Gty 12/?‘1):9 Income tax ollectias
(percat) Total As /. of
=4 Amount o
oollectias allectias
Alabena:
Cadsckn 20 S 440 $ 2518 67.6
Delanare 14 of IX
Wilmington a X of IX1 11,7782 3 3
KentLoy:
Covirgton 20 3,32%6 125 %38
Lexington 15 8.939 4,202 480
Louisvlle 4 125 31,246 16,428 526
Marylact X of Stte tax
Baltinore City SOX 176,886 30,211 171
Mchigan
Detroit G#6 165,000 47,337 280
Hint 6 10,681 8,704 525
Grard Repics s 13,082 4,243 R4
Larsirg 5 0,243 3 3
Portisc 6 0.063 3 3
Sagiraw G cam 3,367 50.3
Mssouri:
Kasss City 05 45,345 11,531 5.4
St Louis 10 69,326 30,351 340
New York
New York City 0.42.07 2,680,466 430,191 16.0
Chio:
Adaron 10 21,723 11,130 513
Canton 14° 5944 4,469 75.0
Gndinati 10 48.293 20,365 22
Cleelad 10 68,447 9,076 141
Oeelard Hights 10 3546 3 3
Colurbus 10 25,467 10,202 718
Dayton 10 25,227 14.751 535
ELclid 10 5433 013 160
Harilon 10 3380 2,034 "G0.2
Ketterirg 10 2,245 3 3
Lakenood 10 3350 3 3
Lima 10 2,410 1,613 w7
Lorain 10 316G 3 3
Fsma 10 4,120 3 3

A CIR. The Community and che Municipal

N, HT*1 -

Income Tax.

f «t.

[

v

Ts'f

TABLE 2. CITY INCOME TAXES, RATES AND COLLECTIONS (cotd)
dllar amounts in thousak)

Municipal tax collectios 1957-68

Rato
State and City 12/31/69 Income tax acllectias
(ercent) Total As % of
L1228 Amount ol
ollectias oollectias
Ohio (cotd)
Jorirgfield 10 4,14 2,966 714
Toledo 15 25,987 17,043 G5.6
\Warren 1.0 3,14 2,162 63.3
Youngstoan 15 10,235 7,236 70.7
Perrsylvania?
Aolngton Towrship 1.or 2,439 3 3
Allentoan 1.0°° 5,685 1,044 184
Altooma 1.0" 2,604 1.483 5.3
Bethlehem 1.010 4,326 51 125
Crester 1.013 3,269 1611 49.0
Erie 1.0°° 8,610 1,593 199
Haridug 1.010 4411 935 212
Johrstoan 1.0" 2,259 412 182
Larcsster 05’3 222 596 2.8
Pern HIl Toanship 1.0" 1,763 052 est 370
FhilacEighia 3.013 265.01G 126,247 47.0
Atsath 1.010 55,374 11,237 20.3
1 Redirg 1.013 4,850 3 3
Scranton 1.010 14 5113 1,048 2.5
Wilkes Bara 0.5'0 3325 1,195 369
York 1.010 2,280 523 23
Nolo: Includes only cities wills BO,000 or more inhabitants in 1900. Excludes Washington,

). C., that is more closely akh: to aStale

tux than to the

which lias a graduated net income tax

municipal income taxes. Also excludes the Denver Employee

Occupational Privilege Tax of $2 per employee per month, which applies only to

employees earning at least S2BO per month.

AIf total annual wages or net profits arc $4,000 or lcss_ there is no tax
liability. On income between $4,000.01 and $6,000.00 the rate is '40f1%; on
income of $6,000.01 or more Viof 1%. The tax rates apply lo total income,
not merely to the proportion of income fallingwithin a given bracket. In this
sense the tax isnot a typical graduated levy.

“Fiscal year 1967 collections.

"y, il
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SECTION M

Per Capita General Revenue in the 48 Largest Cities
by Source and City Selected

Fiscal 1073

From own sources

i it
Total Hf%&' Total*  Property el Income

82011 S40.74 5228.89
Total _

- 05.25
_ 4087  683.49
é%‘&%w 7.7.70  34.05
dmm

.07 - !
20.0Y) 80.20
S _ 04.00 zgg.%
4.4 :
- %R 65.17
28.20 -
877 500 lsﬁ o
B0
69.09
70.35
e
. 1007
101.31
25555 1008
24.72
: ol
114. 1072
4 < 144.61
55.00 st 17 14461 1073
21 28 giaid
00.83 100 65 .
20.38 -
3367 T Vi
31.44 —
110.03 131.31
a.07 Bal
L 18f.21
24_.;7 66.37 %7%%
Hda C 80767
STt _m 330.43
267a - 0211
17. mi 00.73
61.17 2
12H.M  1ofe71 | 051.01

ington: L (*: 414.
* es amoun orchar ami m scellaneous eral revenue n t shown separately,
* Ilﬁﬁ éﬁﬂ?”ﬂ% % C%gsf Ftﬁe ﬂ%ﬂ E %%WBH? Ensation revenue.

Source. Depar ment ﬂommerce |UI’ IIO

SN oz e smbliee e

Tax Vmimlacion Inc.-Facts & Figures onGojil te Finance, 1975.



TABLE 5 - AVERAGE ANNUAL RATE OF INCREASE OR DECREASE {-)
IN THE RECEIPTS FROM MAJOR FEDERAL, STATE, AND LOCAL TAXES,
SELECTED PERIODS 1948 THROUGH 1972 EST.

L,om 1948 1972 est 19681972 est 1963 1968 1958 1963 1953 1958 19431953
ByladdfGamat
Feckeral, State and Local 7.0 9.0 7.2 59 33 10.3
Feckral GO 6.7 6.3 5.0 16 10.6
Slate and Local 92 128 9.0 7.7 7.8 9.4
State 9.6 136 10.5 8.2 7.2 9.4
Local 8.7 11.8 7.3 7.2 8.3 9.4
ty Viact Tk by Gamat
Feceral
IndivicdLel income 0.9 84 7.6 6.5 31 9.1
Corporation income 51 2.8 5.8 1.0 (-1.1) 17.0
Sales, gross receipts, and custons 33 4.0 27 4.7 17 6.2
Death and gttt 7.8 15.4 71 9.2 9.6 0.3
Al other 4.6 58 (-7.6) 181 13 7.6
State
Individual Income 147 211 16.3 139 9.8 14.2
Corporation Income 0.6 141 10.8 81 47 6.7
Gereral salesand gross receipts 10.9 141 135 9.0 7.0 10.6
Selective sales and gross receipts 7.0 101 7.0 6.9 6.8 81
Motor vehicle and gperators licerses 7.2 6.9 6.9 47 8.3 9.9
Death and gift 8.0 12.0 79 11 9.6 4.3
Al otter 7.8 11.6 6.4 6.7 57 10.5
Local
Property 8.4 1.2 7.0 7.2 8.4 9.0
Sales anil gross receipts 104 2.1 42 7.8 8.0 124
IndividLial income™ 17.9 209 282 7.7 17.0 171
Al otrer 6.9 1-2.0) 8.9 6.8 4.3 11.7

"incluilt** mInof #mounuol corporation intonw la***,
couici: ACIM  fcomputation!, b«tfd on tablt 3,

ACIR, Local Revenue, Diversification: income, Salcs, Taxes,
& User Charges, 1S74.






REPORT OF THE INTERIM COMMITTEE
ON TAXATION IN THE UNORGANIZED BOROUGH

The purpose and scope of the interim committee was to organize
public hearings to receive comments from citizens in Delta,
Tok, and Fort Yukon as representative of unorganized areas

of the state that would be effected by taxation in the
unorganized borough.

The interim committee was composed of standing members of
the House Community and Regional Affairs Committee for the
Tenth Session of tlae Alaska State Legislature. The members
are:

Representative Lisa Rudd, Chair *

Representatives Merle Snider, Bill Miles, Sally Smith,
Randy Phillips, Nels Anderson, Pete Lovseth, Al Ose and
Tim Kelly.

Staff accompanying the committee were:
Bob Dozier, State Assessor, Jim McKenzie, Legislative
Affairs Legal Division and Judity Pinero, Administrative
Assistant to the committee.

There was no action taken on the bill nor was there any work

sessions or mark-up during the scheduled public hearings.

Public Hearings

Delta October 17
Tok October 18
Fort Yukon October 20

(with stops 1in Beaver and Stevens village)

Notification-Publication
August, 1977 Letters to Delta, Tok and Fort Yukon

School Board to arrange meeting
space in the local schools.

August, 1977 Letters to Dot Lake, Beaver, and
Stevens Village advising community
of the committee"s informal visit
to talk to residents.

September, 1977 Public hearing announcements provided
to interested persons and newspapers
in the community and surrounding
area.



Interim Committee Report cont'd....... Page 2

Summary and History of House Bill 202

House bill 202 - An Act providing for assessment, levy
and collection of a tax on developed land in the unorgan—
ized borough; and providing for an effective date."

HB 202, if enacted, would levy a tax on improved property
in the state®"s unorganized borough - that is, any land

in the state which is not within an incorporated borough
or a first class borough or a home rule city. HB 202

was introduced by Rep. Charles Parr of Fairbanks.

There is a similar bill in the Senate, which was introduced
by Senator Joe Orsini of Anchorage.

Only improved property would be taxed and the bill

calls for the tax rate to equal the average of the property
tax rates levied by the boroughs in the state for the
support of borough school districts . The Department

of Community and Regional Affairs has estimated that

the rate is about 7 mills (7/10ths of 1% of the assessed
value of the property).

As the bill 1is drafted, the following property would
be execpt from taxation:

1. Property which has not been improved, such as
acreage in woodland.

2. Real property which is exempt from taxation under
the state®"s municipal code, such as the property
of churches, veterans®™ groups and senior citizens;

3. Real property which is being taxed under the state"s
20 mill levy on property used for the exploration,
production or transportation of oil, and

A.  up to $10,000. of the value of residential real
property, if it is within a municipality and if
the municipality approves the exemption.

The bulk of the legislation, after describing the
extent of the tax, addresses the mechanics of assessment,
appeals of assessments, collection of the tax, and

enforcement processes and penalties.

HB 20" is not the first time the question of a property
tax in the unorganized borough has been raised. It
came up in 1972 when the 20 mill tax was placed on oil
and eras properties. At that time, the question was
whether 1t was fair to tax the pipeline, but not any of
the other valuable property in the unorganized areas.
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In fact, 1| believe the oil 1iidustry raised this question

as a constitutional "equal protection” 1issue in litigation,
but the suit was settled before the issue was decided.

Later efforts to focus on the question of taxation in

the unorganized borough came in 1975 with the rural

education attendance areas in the unorganized borough.

Some legislators felt at that time that local control

and policy making power should not be given to the

REAA®"s without requiring them to make local tax contributions
to help support the REAA"s.

The fact that the REAA"s are entirely supported by the

state whereas school districts 1in incorporated areas

must support much of their education services through

local tax levies, seems to be the reason for the introduction
of HB 202. Urban legislators find it hard to justify

this apparent inequity to their constituents, who are

paying both local and state taxes to support education

in the state..

*
That the legislature has the power to levy a property
tax, or any tax, 1in the unorganized borough is without
doubt. Under the state constitution (Art. X, Sec. 6)
the legislature is the assembly, or governing body, of
the unorganized borough.

PUBLIC HEARING COMMENTS - SYNOPSIS

The majority of those testifying in Delta, Tok and Fort
Yukon were opposed to the levy and collection of a tax on
developed land in the unorganized borough for the following
reasons:

imposed taxation forces the formation of local
government.

cost of lo/y and collection versus revenue

no assurance that revenues generated would benefit
their area.

taxation without representation
assessed valuation is too high in the present bill
opposition to property tax in principle.

amount of taxation would not equal the services
to the area.

punitive legislation
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SUGGESTED

improved land to be taxed (i.e. local electric
company) would result in higher rates to consumer.
AMENDMENTS TO HB 202:

remove exemption for unimproved land

clarify vague language in the bill

provide a definition of unimproved land

RECOMMENDATIONS BY PUBLIC HEARING PARTICIPANTS:

raise the amount of school tax paid by residents of
the unorganized borough.

if the tax were to be levied, upon ref.aipt of 1007,
state-funded education, the tax would oe lifted.

one request for a further referral to House Health,
Education and Social Services Committee to determine
the possibility of redistricting that would effect
the satellite REAA"s.

Heed for more public testimony.



KETCHIKAN GATEWAY BOROUGH

344 FRONT STREET
KETCHIKAN, ALASKA 99901

June 6, 1977

The Honorable Lisa Rudd
2827 Lore Road
Anchorage, Alaska 99507

The Honorable Ms. Rudd:

| amwriting in res,7oonse to %/our letter requestm% testimony
relative to House Bill 75, borough or city net income tax.  The
overall concept of this bill has merit, especially in that income
tax is generally accepted as a more fair taxation” than property
tax or Sales tax.  There are a great many detail questions that
deserve some consideration before | could support ‘such legislation.

(1) Why should real and personal E)roperty taxes be sep-
arated, thus allowing only one or_the other to be imposed
inconjunction with an inCome tax? Properter,tax should
be one“classification for the purposes of this legis|a-
tion to avoid confusing the situation more than |t already
IS, In recent years we have seen mobile homes changed
from personal to real property for taxation purposes,
which leaves an impression of ambiguity to confuse the
ISSue.

(2% The proposal to refund the taxes collected within
a borough that has preempted a city income tax in pro-
portionto the amount of income tax revenue raised by
each city within the borough is unclear. Does it mean
that the’ Borough will only receive income tax from those
E)ersons living “outside the City? Does it mean for those
axes generated within the City that the that the City
an Borough receive one-half (%) each? Does it mean
that the distribution is in thé ratio of each juris-
dictions tax levy for the appropriate area inside or
outside of each City?

(3) What are the options for a borough to preempt the
InCome tax levied hy a city? Must they establish a
slnfgle tax rate for the entjre area, or can separate,
different rates be set for borough and city income tax?



The Honorable Lisa Rudd
June 6, 1977
Page 2

These questions are important to answer before this legislation
becomes law. The horough and cities provide different services.
The borough services, ifcluding education, apply to_all borou%h
residents, both inside and outside of the cities. The tax rates

should be ad%usted to reflect a higher rate in the cities to
raise funds for those city serviceS to be funded by income taxes.

| appreciate the opportunity to furnish my opinions for
the consideration of your committee.

W J. VerwoJf
Borough Manager

WJ/aa



City of Kodiak

PHONE (907) 486-3224 TELEX 25345

P.O. BOX 1397
KODIAK ALASKA 99615

June 8, 1977

Ms. Lisa Rudd, Chairman

House Community D) Regional Affairs Committee
Pouch V

Juneau, Alaska 99811

Dear Ms. Rudd:

If reference to your letter dated May 29, 1977, pertaining to IIB 75
which authorizes a Borough or City tax on net income. The City of
Kodiak has no objection to the idea of a municipality adopting a

local income tax, nor to the method that 1is prescribed for collection.

However, the City docs object to the portion of the bill that limits
the municipality®s right to levy only two (2) of the four (4) possible
taxes. Between the City and the Kodiak Island Borough, we already
levy three (3): property and real property by the Borough, and sales
tax by the City. The sales tax is the largest source of income for
the City and we feel this bill would force us to eliminate it.

If you need any further information on our feelings or suggestions
towards this bill, please let us know.

Very truly yours,

CITY OP KODIAK

Herman T. Beukefs
Acting City Manager

HTB/yt



T " POUCH 6 650
M un ICIpallty ANCHORAGE, ALASKA 99502
Of (907) 274-2525
A nChOTage ;iOYF;iEM.SULHVAN,

OFFICE OF THE MAYOR

June 10, 1977

Mrs. Lisa Rudd

State Representative
Alaska State Legislature
2827 Lore Road
Anchorage, AK 99507

Dear Mrs. Rudd;

You recently sent to Mayor Sullivan a letter notifying the Municipality
of Anchorage of hearings you plan to hold on House Bill No. 75 entitled,
"An Act authorizing a borough or city tax on net income". Your letter
states that hearings will be held in Yakutat, Cordova, Kenai, Homer,
and Kodiak; but you do not mention Anchorage.

As Chairman of the Ad Hoc Tax Review Commission, recently appointed

by Mayor Sullivan, I respectfully request that you hold hearings on HB-75
in Anchorage. The work of the Commission is directly concerned with
this subject. |would appreciate you notifying me as to whether or not

an Anchorage hearing is possible.

Yours very truly,

JI
Ad Hoc Tax Review Commission

[ W

cc. Mayor Sullivan



Oily, 0% ifoldotna
Box 409 Phone 262-4492

SOLDOTNA, ALASKA
99669

June 3, 1977

The Honorable Lisa Rudd

Alaska House of Representatives
2827 Lore Road

Anchorage, Alaska 99507

Re: House Bill 75
Dear Representative Rudd:

In response to your May 29, 1977 letter to Alaskan municipalities
on House Bill 75, the City of Soldotna would certainly appreciate
notification of any hearings on HB75 that will be held on the
Kenai Peninsula.

In case the City does not have the opportunity to participate
at any hearings, the following comments are given as testimony:

1. The limitation of only two taxes would place a
substantial limit on the ability of many cities to raise
revenue. Many cities currently levy sales, property
realty and personalty taxes. To cut out any of these
would limit the potential revenue a municipality

might raise.

2. A net income tax would never pass a voter-"s
referendum in most Alaskan municipalities. This
would effectively reduce the ability to raise revenues
under 11B75.

Thank you for this opportunity to submit this testimony.

Sincerely,

Frank G. Mielke
City Administrator

FGM/pb



PHONE (907) 486-3224 TELEX 25345

P.O. DOX 1397
KODIAK ALASKA 99615

June 8, 1977

Ms. Lisa Rudd, Chairman

House Community 5 Regional Affairs Committee
Pouch V

Juneau, Alaska 99811

Dear Ms. Rudd:

If reference to your letter dated May 29, 1977, pertaining to 15 75
which authorizes a Borough or City tax on net income. The City of
Kodiak has no objection to the idea of a municipality adopting a

local income tax, nor to the method that is prescribed for collection.

However, the City docs object to the portion of the bill that limits
the municipality®s right to levy only two (2) of the four (4) possible
taxes. Between the City and the Kodiak Island Borough, we already
levy three (3): property and real property by the Borough, and sales
tax by the City. The sales tax is the largest source of income for
the City and we feel this bill would force us to eliminate it.

If you need any further information on our feelings or suggestions
towards this bill, please let us know.

Very truly yours,

CITY OP KODIAK

1
o |- -
Herman T. BeukeVs
Acting CI ty Manager

HTBI/yt



POUCH 6-650
ANCHORAGE, ALASKA 99502
(907) 274-2525

GEORGE M. SULLIVAN.
MAYOR

OFFICE OF THE MAYOR

June 10, 1977

Mrs. Lisa Rudd

State Representative
Alaska State Legislature
2827 Lore Road
Anchorage, AK 99507

Dear Mrs. Rudd:;

You recently sent to Mayor Sullivan a letter notifying the Municipality
of Anchorage of hearings you plan to hold on House Bill No. 75 entitled,
"An Act authorizing a borough or city tax on net income”. Your letter
states that hearings will be held in Yakutat, Cordova, Kenai, Homer,
and Kodiak; but you do not mention Anchorage.

As Chairman of the Ad Hoc Tax Review Commission, recently appointed

by Mayor Sullivan, | respectfully request that you hold hearings on HB-75
in Anchorage. The work of the Commission is directly concerned with
this subject. Iwould appreciate you notifying me as to whether or not

an Anchorage hearing is possible.

Yours very truly,

J
Ad Hoc Tax Review Commission

/1w

cc: Mayor Sullivan



City, tfotdotna

Box 409 Phone 262-4492

SOLDOTNA, ALASKA
99669

June 3, 1977

The Honorable L.isa Rudcl

Alaska House of Representatives
2827 Lore Road

Anchorage, Alaska 99507

Re: House Bill 75
Dear Representative Rudd:

In response to your May 29, 1977 letter to Alaskan municipalities
on House Bill 75, the C.ity of Soldotna would certainly appreciate
notification of any hearings on HB75 that will be held on the
Kenai Peninsula.

In case the City does not have the opportunity to participate
at any hearings, the following comments arc given as testimony:

1. The limitation of only two taxes would place a
substantial limit on the ability of many cities to raise
revenue. Many cities currently levy sales, property
realty and personalty taxes. To cut out any of these
would limit the potential revenue a municipality

might raise.

2. A net income tax would never pass a voter"s

referendum in most Alaskan municipalities. This
would effectively reduce the ability to raise revenues
under 1IB75.

Thank you for this opportunity to submit this testimony.

Sincerely,

Frank G. Mielke
City Administrator

FCM/pb
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1 IN THE HOUSE BY PARR AND COWPER
2 SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 75
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 TENTH LEGISLATURE - FIRST SESSION
5 A BILL
O For an Act entitled: "An Act authorizing a borough or city tax on net
{ income."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. AS 29.53 is amended by adding a new sectionto read:
ARTICLE 6. MUNICIPAL TAX ON NET INCOME.

Sec. 29.53.500. TAX ON NET INCOME. (@) The assembly or council

K R B

of a municipality may, by referendum, enact an ordinance adopting by
reference a local income tax imposed upon individual residents and
corporations doing business within the municipality. The tax shall be

ercentage of the liability of the resident or corporation of the tax
imposed under the Alaska Net Income Tax (AS A3.20).

(b) An ordinance enacted in accordance with the provisions of

:B this section shall impose a rute of tax for the next calendar year and
may provide that the tax rate shall continue in effect for each succeed—

1 ing calendar year until the tax rate is modified by a subsequent ordi—

Z_ nance. A municipality imposing an income tax may repeal the tax.A

2 municipality may impose, modify or repeal an income taxonly afterfirst

23 giving notice to the commissioner of revenue not later than July 1 of the

24 previous year. Enactment, modification or repeal of an income tax

Z) authorized by this section shall become effective only on the first day

B of a calendar year.

27 (c) An income tax imposed by a municipality under this section may

28 not exceed 50 per cent of the liability of the taxpayer under AS 43.20

22 after deduction of credits and inclusion of additional taxes due.

-1- SSHB 75



(d) An income tax imposed under this section shall be administered
by the commissioner of revenue, who shall collect and account for the
revenue in the manner provided in AS 43.20.360.

(e¢) A borough may preempt an income tax levied by a city under
this section by adopting an areawide income tax. The commissioner shall
refund the taxes collected within the borough to the borough and all
cities within the borough 1in proportion to the amount of income tax
revenue raised by each city within the borough unless the borough and
all cities within it mutually agree on a different method of sharing.

(f) A municipality may levy the tax authorized under this section
if it levies and collects not more than one of the following taxes
authorized by law:

(D sales taxes, authorized by sec. 415 of this chapter;

(2) personal property taxes, authorized by sec. 10 of this
chapter;

(3) real property taxes, authorized by sec. 10 of this chapter

(g In this section, "resident"” means an individual resident, non-—
resident or part-year resident of Alaska, as defined in AS 43.20.011, who
is domiciled in or maintains his principal residence or place of abode
in the municipality.

Sec. 2. AS 29.13.100 is amended by adding a new paragraph to read:
(37) AS 29.53.500 (borough or city tax on net 1income)
Sec. 3. AS 29.53.035 i3 amended by adding a new subsection to read:

@) A municipality which levies an income tax under sec. 500 of
this chapter may exempt from taxation real or personal property.
Sec. 4. AS 43.20.160(c) and (d) are amended to read:

©) The department shall prescribe and furnish all necessary forms,
and adopt and publish all necessary regulations in plain and concise

language conformable with this chapter for the assessment and collection



of the taxes imposed by secs. 10 - 350 of this chapter and for a munici—
pal tax on net income levied and collected under authority of AS 29.53.-
500 and sec. 360 of this chapter. The department shall apply as far as
practicable the administrative and judicial interpretations of the
federal income tax law. The department shall also prepare a concise
statement of *-he contents of the code sections referred to in this
chapter for t information of the taxpayer and make them available to
the taxpayer making a return.

(@) A1l money collected by the department under secs. 10 - 350 of
this chapter shall be deposited in the general fund of the state.

Sec. 5. AS 43.20.170(a) 1is amended to read:

€)) Every employer making payment of wages or salaries shall deduct
and withhold an amount of tax computed in a manner to approximate the
amount of tax due on those wages under this chapter and under an income
tax levied by a municipality in accordance with AS 29.53.500 and
collected by the department for that year. The department shall publish
the rate of withholding required by this section and the rate required
by the income tax levy of a municipality which shall be expressed as a
percentage of the amount required to be withheld under sec. 3402 of the
Internal Revenue Code of 1954. Every employer making a deduction and
a withholding shall furnish to the employee upon request a record of
the amount of tax withheld from the employee on a form prescribed by the
department.

Sec. 6. AS 43.20.290 is amended to read:

Sec. 43.20.290. [EXCLUSIVE] STATE AUTHORITY. No tax may be levied
and collected upon the net income of resident or nonresident individuals
by a general law municipality [CITY] or by a home rule municipality
[CITY] or any other political subdivision of the state except as

provided by AS 29.53.500.
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* Sec. 7. AS 43.20 is amended by adding a new section to read:

ARTICLE 6. MUNICIPAL TAX ON NET INCOME.

Sec. 43.20.360. ADMINISTRATION. (@) Municipal income taxes
levied and collected under AS 29.53.500 are subject to the provisions of
this chapter.

(b) A municipal income tax levied and collected under AS 29.53.500
shall be administered by the commissioner of revenue, who shall collect
and account for the revenue.

(¢) The commissioner shall determine each municipality®"s share of
the cost cf administering this section. In determining each munici—
pality"s share, the commissioner shall apportion the cost of collection
and accounting for the funds in proportion to the tax collected from each
municipality of the state which levies an income tax. The commissioner
may withhold the prorated share of the cost of collecting and accounting
for funds, but the amount withheld may not exceed five per cent of the
amount payable to a municipality. After deducting the amount of any
refunds due and the pro ated share cf the cost of collecting and
accounting ror funds, the commissioner shall pay to each municipality,
as soon as practicable, the amount to which it is entitled under AS 29.-

53.500.

SSHB 75 -4- #
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SEWARD, ALASKA 99664 Cmy rotllce o4 201

April 7, 1977

Honorable Keith Specking
Alaska House of Representative
Pouch V

Juneau, Ak 99811

Dear Keith:

The City of Seward urges your strong objection to I1IB 83. This bill
amends AS 29.G8.10 by adding a new section stating that if 10 per—
cent of the qualified voters of an area which is to be annexed or
excluded from any proposed local government boundary change, petition
for a vote on the question, the local Boundary Commission must con—
duct at its own expense an advisory vote.

We believe by placing an advisory vote before the Legislature this
bill will only further serve to increase the difficulty of Seward
in acquiring territory desperately needed to adequately guide OCS
support facilities development. Title 29.68.10 (b) (1) already
provides that annexation of land by local action must first be
approved by a majority of the qualified voters in the area pro—
posed to be annexed. HB 83 would expand this requirement to an
advisory vote on all annexation actions, including direct action
by the Local Boundary Commission. We feel that this would go way
beyond the original purposes of AS 29.68.10 and would for a practi—
cal matter, lead to a policy of voter approval of all proposal
annexation.

cc: All Members of Alaska Legislature






Introduced: 1721777
Referred: Community & Regional
Affairs and Finance

IN THE HOUSE BY MALONE
HOUSE BILL NO. 85
IN THE LEGISLATURE OF THE STATE OF ALASKA Ufrk, &K U&UJ"I
TENTH LEGISLATURE - FIRST SESSION
A BILL
For an Ace entitled: "An Act relating to residential property exemption
from real property tax."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.53.025(a) 1is amended to read:
(@) Municipalities may exclude or exempt or partially exempt
residential property from taxation by ordinance ratified by the voters
at a regular or special election. [AN EXCLUSION OR EXEMPTION AUTHORIZED

BY THIS SECTION MAY NOT EXCEED $10,000 FOR ANY ONE RESIDENCE.]

$n |« . L

M 4.UAufal'f&XMMMAU. dM H u. fawil
A fal.
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Introduced: 1/21/77
Referred: Community & Regional
Affairs and Judiciary

IN THE HOUSE BY MALONE

HOUSE BILL NO. 87
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to appropriations and grants from

boroughs to service areas and cities; and providing

for an effective date.”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.63.090(b) 1is amended to read:

(b) The assembly may levy or authorize the levying of taxes,
charges, or acsessments in service areas to finance the special services
or may by ordinance authorize appropriations from areawide taxes or other
areawide revenues to finance all or part of the special service and,
after enactment of an authorizing ordinance, may make appropriations for
tie purpose authorized.

See. 2. AS 29.73 is amended by adding a new section to read:

Sec. 29.73.070. REVENU® SHARING GRANTS BY BOROUGHS. A home rule
or general law borough of any class may make grants from areawide taxes
oj: other areawide revenues to cities within the borough or service areas
of the borough for a function the city or service area is authorized to
perform. Grants so made shall be authorized by borough ordinance.

Sec. 3. AS 29.13.100 is amended by adding a new subsection to read:
(37) AS 29.73.070 (revenue sharing by boroughs)
Sec. 4. AS 29.48.210 is amended to read: ,

Sec. 29.48.210. EXPENDITURE OF BOROUGH REVENUES. Borough revenues

Levied and collected on an areawide basis by a home rule or general law
borough may be expended on general administrative costs”™ [AND] on area-

wide functions, and as authorized in AS 29.63.090(b) and 29.73.070 only.

-1" HB 87
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Revenues levied and collected in the area outside cities only may be
expended on general administrative costs and functions which render
service to the area outside cities only.
Sec. 5. AS 29.53.010 is amended to read:

Sec. 29.53.010. GENERAL PROPERTY TAX. Home rule and general law
boroughs may levy (1) an areawide property tax for areawide functions,
for appropriations authorized under AS 29.63.090(b), for grants autho—
rized under AS 29.73.070; and (2) a property tax limited to the area
outside cities for functions limited to the area outside cities. A
property tax if levied must be assessed, levied and collected on real

and personal property as provided in this chapter.

* Sec. 6. This Act takes effect immediately in accordance with AS 01.10.-

070(c).

du -ft A,

MB 87
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Introduced: 1721777
Referred: Community & Regional
Affairs and Finance

IN THE HOUSE BY MALONE
HOUSE BILL NO. 85
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to residential property exemption
from real property tax."

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

* Section 1. AS 29.53.025(a) 1is amended to read:
() Municipalities may exclude or exempt or partially exempt
residential property from taxation by ordinance ratified by the voters
at a regular or special election. [AN EXCLUSION OR EXEMPTION AUTHORIZED

BY THIS SECTION MAY NOT EXCEED $10,000 FOR ANY ONE RESIDENCE.]

-1- HB 85



December 8, 1975

pil ftlt/Q fO vL

Senator Genie Chance

310 "K" Street

Suite 701

Anchorage, Alaska 99501

Dear Senator Chance:

I am pleased to enclose with this letter two pieces of proposed
legislation which represent the recommendations of this interinm
committee in the area of shared revenues with municipalities.

The proposed legislation is the product of a number of meetings of
the committee in the months since the adjournment of the legis—
lature plus two public hearings. One of these public hearings
was neld in conjunction with the October convention of the Alaska
Federation of Natives, 1in order to receive bush community view—
points. The other hearing was held in conjunction with the
October conference of the Alaska Municipal League. 1In addition,
suggestions and constructive criticism were requested by mall and
received from a wide variety of cities and communities throughout
the .State of Alaska.

It was considered crucial, since revenue sharing has been created
solely for the purpose of assisting municipalities In the funding
of needed local services, that the final product of the committee
take maximum note of the views and suggestions of the various
municipalities across the* state. The enclosed bill represents
what the committee considers to be the most beneficial and most
feasible of those suggestions.

Perhaps some review might be 1in order concerning the need for
revision of the current shared revenue progranm. Although the
program in concept currently enjoys the unanimous and enthusiastic
support of every municipality in the state, the Tfollowing were
considered deficiencies which new legislation could correct.

Representative

MIKE MILLER House Majority Leader
ALASKA STATE LEGlSLATURE Vice Chainman. lcciv.ahyc council
P.0. LICX 1494 Vicr. Chaiwmaii. Statl aw aims Commitiec

Juneau. Ai.aska 90002

Home Phone 506.3007
Legislative Phone 405-3739 MrmuKit, Commituk on coMMirrrca

Mimiisk, Hulk! Covyntrr
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First, it was felt that a "foundationl approach might be

useful in the field of revenue sharing- "foundation™ approac
meaning a formula with a foundation amount similar in concep
to that utilized in the school foundation statutes. The

beauty of such an approach 1is that whenever a legislature
wishes to raise the foundation amount (to recognize increase
in the cost of doing business) it is necessary merely to
amend one word in "he statutes. Absent the foundation
approach it 1is necessary, Vv;henever you wish to recognize the
increase in the cost of doing business, to go into the
statutes and revise the per capita dollar figure for each of
the various categories in which shared revenue assistance is
given to municipalities. This it both cumbersome and, in
practice, 1inequitible. Some categories tend to get raised,
others do not and the system can easily get out of balance.

It was felt, too, that the amount of shared revenues being
designated for small communities was much too small. It was
recognized that the present purely per capita approach just
did not offer the very small communities enough money to
assist iIn any meaningful way in meetingthe obligations of
local government. It was recognized that whether a secord
class city had 25 residents, or 75 residents, or 12] resident
there was nonetheless an irreducible minimum cost of doing
business, and that that minimum was just as great for very
small villages as it was for medium sized second class
cities. It was, therefore, considered desirable that a
minimum grant base be established for these communities and
it was further considered desirable that the base amount
agreed upon be as generous as possible in order that the
benefits of government on the local level be economically
feasible for the communities.

Another deficiency in the current statutes was the lack of
the requirement for standards and criteria by which the
Department of Community and Regional Affairs could determine
whether communities were actually entitled to shared revenues
in the various categories under which they were seeking aid.
This deficiency has long been recognized by the Department
of Community and Regional Affairs and has been recognized
additionally by the Legislative Budget and Audit staff.

This is not to say that the shared revenue monies alioted to
the communities should be required to be spent in the
categories designated- far from 1it. It was and still :is the
consensus of the committee and of the municipalities that
local discretion should continue in the spending of shared
revenue receipts. It was felt, however, that 1in order to
receive shared revenue monies 1in, for example the fire
department category it should be demonstrated that the
community can meet minimum standards in that category.



December 8, 1975
Senator Genie Chance
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Finally, there was a question projected by some communities

as to whether the use of categories 1in sharing state revenues
was even appropriate. It was thought perhaps more appropriate
simply to allocate available dollars to the municipalities

and let each 1local government establish its own priorities
without regard to existing municipal services.

In order to correct these deficiencies the committee drafted
three alternate pieces of legislation for consideration by

the committee and the municipalities of Alaska. With consider —
able- and greatly appreciated- assistance from the University
of Alaska/Anchorage, we were able to develop extensive data
showing the practical results (i.e., the dollars to be
received) for each community in the state under the various
alternatives. We developed similar data based on proposed
legislation already in the house (legislation which, in-
c.idently, had been previously endorsed by the Alaska Municipal
League) and also on a simple per capita allocation of funds

to municipalities. Four of these five total alternative

were specifically noncategorical in approach. AlIl of the
alternatives and all of the data were presented to delegates
of the Alaska Federation of Natives Convention and delegates
to the Alaska Municipal League Conference. In addition,

this material was mailed to virtually every municipality,

large and small, in the state with requests for evaluations
and suggestions.

I think It would be fair tc say that prior to the hearings

and mialings there was a strong feeling among the larger
communities, 1in partiuclar, that revenue sharing should be

based on tax effort. The feeling was that those who tax
themselves the most should receive the most additional state aid.
This was the principle thrust of the existing proposed legislation
which the Alaska Municipal l.eague had previously endorsed. The
committee recognized this concept in two of the alternatives they
proposed, but built 1in additional factors including the availability
of tax resources plus tax effort in relation to those resources.
Interestingly, when all the facts- in the form of state-wide
computerized readouts—- were laid before the communities a very
noticable modification of opinion became apparent during the

hearings and in countless conversations afterward. Committee
rnemebers noted a discernible reluctance on the part of communities,
large and small, to terminate the categorical approach. What

was needed, several elected officials indicated, was a bill
which more or less continued the "tried and true"™ categorical
approach, 1In the present revenue sharing system but which also
incorporated the "foundation approach".
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Basically, then, this is the bill which the interim subcommittee
has proposed:

First, the bill does create a municipal "foundation

approach™ to revenue sharing. It does so by allocating
varying numbers of units to various categories of municipal
services and then multiplying those units times population,-
and then multiplying this product times a "foundation" base
figure. For this bill the committee established a foundation
base at $1.00. In future years if the cost of doing business
goes up, for instance 11%, the legislature may, if it chooses,
raise the foundation amount by simply changing the figure
$1.00 to $1.11.

In establishing categories and establishing unit values
within each category, the committee did indeed stick by the
"tried and true" categories of past years. Police protection,
for instance, which 1in previous years earned communities
shared revenue at the rate of $12.00 per capita will earn
units within the foundation formula at the rate of 12 units.
Fire protection 1is 7-5 units (as opposed to $7-50 per capita
under the present system). Additional ingredients include
air or water pollution control (2 units), land use planning
(2 units), parks and recreation (5 units). Two important
changes have been made in the categorical designations.

Under present law a community can receive $5-00 per capita
for operating either a small boat harbor/ port or for

operating mass transit or for operating an airport. In the
proposed bill 5 units can be accumulated in each of these
categories. The second Important difference 1is the addition

of solid waste disposal as a new category, which 1in the
proposed bill will be valued at 2 units.

The proposed legislation establishes a $25,000 minimum grant
for municipalities whose low per capita standing would
otherwise earn them only small amounts of revenue. The
committee felt the $25,000 figure was a generous but none—
theless fair amount. It was interesting to note that at
neither public hearing was there any eritism of this amount.
At one meeting of the committee, a single Individual did
observe that he thought the figure was pretty high for the
very smallest communities. He did not, however, seek to
have the committee-change the amount.

Additional features of the bill include the following:
Special start-up grants have been established 1in various

categories for municipalities who do not currently offer
such services as police protection, fire protection, air
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and water pollution control, land use planning,

parks and recreation, small boat harbors/ports, air
ports or mass transit systems. The Department of
Community and Regional Affairs is specifically charged
with creating minimum standards of service in the
various categories for which municipalities can receive
revenue sharing. Revenue sharing for hospitals remains
virtually the same as under current law except that
responsibility for administering this section is transferred
to the Department of Health and Social Services.
Additionally, in the area of health, a paragraph specifies
that no hospital or health facility shall be eligible
for revenue sharing unless the facility has received a
Certificate of Need from a municipality or the state.
This paragraph anticipates that "Certificate of Need"
legislation will be passed in this session of the
legislature. Another interim committee is studying the
whole broad area of health Tfacilities so this section may
undergo substantial modification when that interim
committee completes its deliberations. Shared revenues
for road maintenance remains virtually the same as
current law. A very important feature of the new
legislation is that if a new second class city is
created in an organized borough after passage of this
law, the city would not be eligible for the $25,000
minimum grant. This feature 1is designed to preclude
small gatherings of 25 people or mere from incorporating
simply to take advantage of the $25,000 revenue sharing
opportunity. Finally, a very important feature of the
proposed legislation is the clause which guarantees

each municipality that it will not receive less money
than it is receiving under the current statutes.

There, of course, are many additional features to the legislation,
but this summary covers most of the major changes.

As noted earlier, the committee is submitting two bills for

introduction and for onsideratjon by the legislature. One 1is
quite large and comprehensive and is described in the report
above. The other bill consists of only one paragraph and this

paragraph constitutes one of the many provisions of the larger
bill.

The provision, drafted at the request of the Department of
Community and Regional Affairs, simply mandates that the department
create minimum standards and criteria to qualify municipalities

for grants in each category of shared revenue. IT the major bill
should run into difficulties and if passage docs not seem assured,
then .it is recommended that the legislature consider and enact

the oneparagraph small piece of "clean-up" legislation.
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The fiscal 1impact of the legislation will be to raise the state
shared revenue allocation from a current level of about

$15 million to a level of approximately $20 million- if the bill
is fully funded. The raise, of course, comes from creating the
$25,000 minimum grants to small cities, from creating a new
category (solid waste) and from separating the now-combined
port/harbor-airport-mass transit category into three separate
categories.

This report would not be complete without making special acknow—
ledgement of the work of the several individuals and agencies.

The ommittee is extremely appreciative of the hours of work,

both during committee sessions and out of session, by Dr. Garth
Jones and P. J. Hill, both of the University of Alaska/Anchorage.
The vast volume of computerized data that both Dr. Jones and Mr.
Hill provided was crucial in the final deliberations and directions
of the committee.

Similarly, we would like to give a special thanks to Mr. Rich
Wilson and Mr. Sam Coxson, both of the City of Anchorage who
helped in obtaining and analyzing the data, and who attended most
of the sessions and hearings of the committee and contributed
greatly to the deliberations. We are indebted as well to the
Alaska Federation of Natives who made time available for us
during the annual AFN convention in Anchorage, and the Alaska
Municipal League who similarly made time available during its
annual conference in that same city. The League, as well, was
most helpful to the committee 1in circularizing its membership and
alerting municipalities of Alaska to the work of the committee.
Finally, I would like to acknowledge the fine work of the staff
of the Legislative Affairs Agency, and Bill Berrier in particular,
plus the membership of the interim committee. Interest was

lively, suggestions were broad and imaginative and attitudes were
positive throughout the course of the committee"s deliberations.
It has been a pleasure to chair this committee and of course all
of us on the committee stand ready to answer any questions which
you or other members of the legislature might have concerning the
recommended legislation. Thank you for your own fine support of
the committee.

Sincerely,

Mike Miller, Chairman,Interim
Committee on Shared Revenues
with Municipalllies

MM :smh
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EQUALIZATION OF
LOCAL GOVERNMENT REVENUES IN ALASKA

by
Richard W. Garnett, Ill

Now fine and just actions, which political science investi-
gates, admit of much variety and fluctuation of opinion, so
that they may be thought to exist only by convention and
not by nature.... We must be content, then, in speaking of
such subjects and with such premises to indicate the truth
roughly and in outline.... In the same spirit therefore
should each type of statement be received; for it is the mark
of an educated man to look for precision in each class of
things just so far as the nature of the subject admits.

Aristotle, Ethics,

Introduction

As the development of natural resources in Alaska accele-
rates, the need to determine how the taxable wealth of the state is
to be distributed becomes increasingly important, litis paper
discusses revenue sharing in Alaska as a means toward equalizing,
rather than simply augmenting, revenues of local governments.1
First, the general problem of financing municipal services is

'The term “revenue sharing" ordinarily isapplied to transfer downward
Irdm one level of government to another, as in the federal-stale program
Wh'/jilly enacted (II.R. 11950) or the stale municipal services revenue sharing
program (AS <13.18).



reviewed briefly. Then a description of the Alaska case provides
background for discussion of recent legislative efforts in Alaska
and suggestions for future policy approaches.

This paper does not discuss fully every aspect of revenue
equalization among localities. Rather, it focuses primarily on tech-
nical andlegal problems involved with such a program. Neverthe-
less, a realistic approach to this topic cannot ignore the influence
of stxong.social, and political forces at work in Alaska on any
effort to readjust local tax revenues.

One of these forces is related to the widely accepted, anthro-
pomorphic idea that towns and regions have rights and interests of
their own apart from the sum of the rights and interests of the
individuals involved. Consequently, a program that takes from one
governmental unit and_gjves to another suggests to many a form of
economic egalitarianism that they find unacceptable at bhoth
individual and corporate levels.

Further, a comprehensive equalization program” involves

creation of new taxing units and, perhaps, a state tax to eliminate

tax havens. Naturally, the businesses and individuals who benefit
from the present situation will opjH&ejchanges that subject them
to additional taxation and government control.

Race is another factor affecting the situation in Alaska. Rural
Alaska is inhabited primarily by Indian and Eskimo people. The
growth of political consciousness among Alaska Natives, drama-
tically symbolized by passage of the Alaska Native Claims Settle-
ment Act, has paralleled a tremendous increase in the wealth and
the prospect of wealth in rural Alaska andin_the North Slope
region in particular. Many regional Native leaders are distinctly
wary of any state government activity that might affect the
economic prospects of their constituents. Moreover, ther is a
general fear that local government in rural areas may somehow

compete with or impede full implementation of the Claims_Aclu—

By definition, an adequate local government revenue equali-
zation program will result in less economic power for those regions

most extraordinarily endowed with natural wealth.2 The justifi-
cation, if any, for reduction of economic power of the North
Slope or other regions is the corresponding benefit to other,
equally needy and deserving areas where nature was less generous.

The General Problem

Municipal services in the United States are Financed largely
by revenues from an ad valorem tax on. property located within
the taking jurisdiction. The level and quality of services therefore
dependson the value of the tax base, which varies widely among
different communities and regions. As a result, areas with low
valuation per capita must tax themselves at a higher rate than
more wealthy areas in order to raise the same revenue.

The value of the local tax hbase has not always varied so
widely. One writer describes the typical composition and effects
of the tax base before World War Il this wav:

The important thin? to remember is that in the pre-war da?]/s
the total tax base of the community was there to support the

needed services. It allowed a logical concentration of.
commercial and industrial property. It allowed a section of

town to be low-valuc housing without a diminution of

services in that area or a severe tax pena.ItK. The tax base to

educate the children of the area was the rich man's homo, the

poor man's home, the places where they both worked and

where they shopped. When land was taken off the tax rolls

for parks or for other purposes, everyone was affected.

He goes on to note an important structural change in local govern-
ment organization since the war, and describes the disparity in

%It should be noted that the loss may be more theoretical than real, as
In the case where taxable property provides potential revenue far in excess of
the needs of the local jurisdiction. For example, the North Slope llorough
proposes to levy a very small tax on the vast propcrty~nt FrudhoiT Bay-
Additional revenue raised from a state tax on this property could benefit

other rural areas of the state without undue burden on the owners or loss toU—

the North Slope.



wealth and its effects among local areas which have resulted from
this change:

The post-war experience has been vastly different. The inter-
dependent neighborhoods of the actual total.community
have become legally independent municipalities ...

Suburban communities that happen to have the shopping
centers and the commercial property—and if they are lucky..
the wealthy homes—can live "*high oit the hog.” On the other
hand, those communities which are carved out of the north-
c¢m sand plains in our region. flat and rela alv uninteresting.
mav be in troubleA.

The tax-service inequity problem has been challenged in the
courts. In Serrano v. Priest,4 the Supreme Court of California held
that the state could not maintain a system of financing public
education which made the quality of education largely dependent
on the taxable wealth of the local school district. In spite of a
certain amount of state aid, it was shown at trial that certain areas
with low property valuation could not achieve a level of financing
for education, even with.a relatively high tax rate, that others
could achieve with low tax rates.

The court reached its conclusion by characterizing education
as a “fundamental interest” and wealth as a “suspect category”?
when dealing with education. In light of these determinations, the
court found that the state must show a “compelling state interest”

‘Miaries R. Weaver, “Urban Fiscal Capacity," Shite Government, Coun-

cil of .Slate Governments, Lexington, Kentucky (Spring 1972) p. 100-01.
4-1871'. 2d 1241 (Cat. 1972).
“Ordinarily, in reviewing classifications created by state law, courts

accord very wide latitude to legislative discretion. However, where the classifi-

cation relates to certain specially protected areas, such as free speech or
voting, and where the basis of the classification appears invidious on its face,
as in the case of distinctions according to race or religion, the presumption of
validity is replaced by a burden on the state to show that the classification is
necessary.

rather than the usual “rational basis” in order to justify its finan-
cing system.

In considering wealth a “suspect category” with respect to
education, serrano and related cases have alluded to the.special.
nature of education, distinguishing it from other municipal ser-
vices. Thus, the Serrano line of cases has not yet provided direct
support for the view that the level of~offier TocaT*governmenT
services7~such as water supply and sanitation or police protection,
also may not be tied to the local tax base.

Nevertheless, when courts enunciate a principle in a parti-
cular context: "-ay subsequently be extended to its logical limit.
Note, for exarr. the extension of the one man, one vote prin-
ciple from the st . level to units of general and specialized local
government and the progressive elimination of durational resi-
dence requirements. If local wealth is a “suspect category” in
determining education services, past experience suggests that it
will not long remain a legitimate determinant of the level of other
local services.

It has already been held that differences in the level of any
public service available in a municipality cannot be based on race.
In Hawkins v. Town of Shaw,6 the court found that the town
provided better services of all kinds to white areas than to black,
and held that such a pattern denies equal protection of the laws.

As wealth increasingly bhecomes a category as suspect as race,
it is difficult to see how the courts will be able co avoid extending
the “compelling state interest” test beyond education to a broader
range of public service disparities. It can he argued that hospitals
and police, in their spheres, are asimportant to local well-being as
IS public education, and that their availability, too, should not
depend on how much wealth a particular community happens to
have.

G437 F. 2d 1286 (5th Cir. 1971).



‘In any case, it is clear that local government spending is not
immune from equitable constraints, at least in the educational
field. Regardless of whether judicial activism carries the Serrano
principle all the way, that principle deserves serious consideration
in legislative policy making for state and local government services
and taxation,

The Problem in Alaska

The Alaska constitution calls for “maximum local self-
government with a minimum of local government units™ and for
avoiding “duplication of tax levying jurisdiction.”® It also directs
that “the entire state shall be divided into boroughs, organized or
unorganized”” and that the legislature "shall provide for the
performance of services it deems necessary or advisable in un-
organized boroughs ... ”10

There are 11 organized boroughs in Alaska, located, with two
exceptions,H in the more developed areas of the state. A single
unorganized borough comprises the rest of the state, an area
several times larger than all of the organized boroughs combined
(see map on following page).

Organized boroughs levy a property tax inside their boun-
daries. Cities within the boroughs may also levy taxes, but assess-
ment and collection are exclusively borough responsibilities.
Outside organized boroughs, no property tax is levied except
within cities that have taxing power.

Art. X, See. 1, Constitution of Alaska.
8lbid.
MArt. X, Sec. 3, Coastitution of Alaska.
AATt. X, Sec. 6, Constitution of Alaska.
**The North Slojmj and Bristol Bay boroughs.



K o [

The boroughs are typically quite large relative to local
government units in other states. Generally, boroughs encompass
one or more core communities, scattered settlements, and a con-
siderable amount of vacant territory. Responsibility for education
and other basic services is borough-wide. Accordingly, the whole
borough tax base supports certain services for all borough resi-
dents.!2 The problem of tax and service equity is therefore on a
different scale in Alaska than in the more developed states.

In Alaska the major disparities are among rather than within
regions. Taxable wealth per capita in 1967 varied from $3,182 in
the Bristol Bay Borough to $16,067 for the Kenai Peninsula
Borough.13 Although assessment figures for the newly organized
North Slope Borough have not yet been established, the concen-
tration of property in the Prudhoe Bay area is conservatively
estimated at $300 million, yielding a North Slope Borough tax
base per capita of approximately $98,000.

No comprehensive assessment of the unorganized borough
has been made. However, the present per cap.ta tax base in the
unorganized borough is well below the average for organized
boroughs, partly because much of the real estate in the unorga-
nized area is tax exempt but more so because the area lacks
appreciable commercial and industrial development.

In tire more developed and populated states, where the ljulk
of the tax base is residential, commercial, or manufacturing-
industrial, there is at least some correlation between the taxable

*~|t is said with some justification that cities may carry more than their
share of the revenue burden by taxing themselves to provide nonarcawide
services, such as police protection and parks and recreation, which noncity
residents utilize. Nevertheless, the system of allocating powers between
borough and city contains, however imperfectly, the mechanism for equitable
distributions of tax burdens and services.

AThomas A. Morehouse and Victor Fischer, /Joroug/i Government in
Alaska, Institute of Social, Economic and Government Research, University
of Alaska, ISEGR Report No. 29 (1971) p. 162.
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value of the property and the service requirements that arise from
the property itself. (However, such correlation, as the Serrano case
testifies, is not sufficiently close to avoid constitutional diffi-
culty.) Ey contrast, the major taxable properties in Alaska are and
will be related to mineral extraction. Such activity normally
emphasizes capital rather than labor, generating less need for
public services than does other revenue-producing activity.
Accordingly, it may be anticipated that Alaska local government
financing as presently organized, will reflect a significant disparity
between the taxable wealth available and the level of services
required.

North Slope oil development and the trans-Alaska oil pipeline
dramatize this point. Taxable value of the pipeline alone will
exceed the total assessed value of property in all organized areas of
the state.14 Moreover, neither the pipeline nor oil production
facilities will demand heavy public services. Unlike hotels, shop-
ping centers, factories, and homes, the pipeline wall need no
sewers, no playgrounds, no schools. It is, in this regard, the ideal
addition to a local tax base.

The prospective mining operation at Lost River on the
Seward Peninsula is another of several developments that will add
to the taxable wealth of the state. At around $50 million, its
probable value is small compared to the pipeline, but immeasur-
ably significant relative to the present situation on tire peninsula.
Comparable mineral development, including oil, may occur in
other rural areas of the state as well.

Most of the valuable taxable property that will appear in the
unorganized borough will be located in accordance with the distri-
bution of natural resources. Because this distribution bears little
relation to the pattern of local jurisdictions and fiscal needs, there
will be increasing variation in wealth and sendees among regions
unless an equitable statewide distribution of revenue from Alaska
resources can be achieved.

‘“'Robert Dozier, Alaska Taxable, Local Affairs Ag ncy, Juneau,
Alaska (1971) p. 36.



Wealth Distribution and New Boroughs

The disparity in wealth among boroughs that follows from
the pattern of development described above has several consequen-
ces. The likelihood of severe disparity in service levels among
regions has been noted. A less obvious consequence stems from
the unfinished nature of the Alaska local government system.

The local government article of the state constitution calls
for the division of the state into boroughs, organized and
unorganized. The language of the article presupposes plural

unorganized units. The specific reference in Section 6 to “maxi-

mum local participation and responsibility™ in unorganized

boroughs indicates that manageable units encompassing communi-

ties of interest were contemplated for unorganized as well as
organized boroughs.-*

It is difficult to believe that the single unorganized borough
that now exists complies with the intention expressed in the
constitution. All indications are that a division of the state into
natural socioeconomic units was contemplated. These units would
achieve organized status at varying rates. But from the beginning,
the people of rural Alaska were to have a governmental framework
under state law for identifying regional problems and participating
in their solution. Partly as a result of the absense of state-created
units and partly for fiscal and political reasons, to be discussed
further, the unorganized areas, with the exception of the North
Slope, have so far made only negligible movement toward regional
governmental organization.

The Need for Organization

Some form of governmental organization should come to
rural Alaska as soon as possible. There are several reasons for

NSee Appendix A for the local government article of the Alaska con-

stitution.
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urgency. The first reason is political and social unity. The govern-
mental vacuum in rural Alaska has been occupied in part by the
Native corporations established under the Alaska Native Claims
Settlement Act. But the claims corporations are private entities
outside the framework of state government. If state-ordained
forms of local government with appropriate governmental powers
remain unavailable to help solve problems in rural Alaska, dis-
enchantment with state government, already evident, may increase
and persist to the point of polarization. The potential problem will
become more threatening as the contrast continues and increases
between regional corporation activity and orthodox local govern-
ment inactivity.

The terms of the Claims Act certainly arc not hostile to the
growth of local government. Sec. 2(c) provides that the Act is not
intended to diminish the obligation of the state to promote the
welfare of Native citizens. In a very real sense, the legacy of local
government power is a means by which the state promotes the
welfare of its citizens. If services are not provided by local
government, the tendency will be to use claims money for this
purpose. But this money was intended for payment in settlement
of private rights, not in lieu of public services. Also more directly,
Sec. 14(c)(3) of the Act provides for transfer to the local (village)
municipality of title to the surface estate of land where the muni-
cipality is located. Where a municipality has not been formed, the
state holds the same land in trust until incorporation.

Another reason for deliberate speed lies in the accelerated
pace of economic development anticipated in rural areas, partly as
a result of the claims settlement, and partly on the i; itiative of the
private sector. The general welfare in Alaska will he advanced if
local government organization precedes rather than follows econo-
mic development. New industrial development will create stresses
manageable only by application of governmental powers. Planning
and zoning will be particularly important in reconciling industrial
development with subsistence living, and taxing power will be
needed to insure local benefit from development activity. Munici-
palities which form after major economic interests have hecome
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established may be too late to influence significantly the activities
of those interests.|®

On the other hand, it may be futile to extoll the desirability
for self-determination to people who presently lack the economic
resources necessary to the effective exercise of local government

power. In fact, Native leaders wisely may have sensed that organi-

zation under such circumstances would only increase frustration as
expectations went unsatisfied.

To summarize, a power vacuum presently exists in rural
Alaska, where vast resources, actual and anticipated, are unevenly
spread across the state, requirements for government services are
increasing as the pace of development accelerates, and many areas
are financially unable to organize prior to development. In this
context, the absence of a mechanism for more efficient and equit-
able distribution of public revenues is a problem requiring state
initiative.

1972 Legislative Program

The Governor introduced to the second session of the
Seventh Legislature a series of bills dealing with local govern-
ment.» Five bills were designed to function together as a coher-
ent program to:

W Provide for subdivision of the unorganized borough (MB
596).

o Create a Department of Community and Regional Affairs
(MB 552).

~bTho canned salmon, copper, and lumber Industries have each fur-
nished examples of economic power wielded In Alaska without effective
governmental restraint, with resultant hardship for resident Alaskans.

~These bills resulted from extended problem analysis, drafting, and
policy review at several levels of stale government.
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e Levy a 15 mill tax on property located in unorganized
boroughs, with distribution of revenue among unorga-
nized boroughs (HB 597).

e Levy a 20 mill tax on the pipeline, with distribution tn local
governments, organized and unorganized (HB 598).

» Provide for a general equalization of nesv taxable property,
wherever located (not introduced). 18

The following sections review the hills, discuss their intended
operation, and point out the areas of greatest difficulty encounter-
ed. The hills are discussed in their final versions, which include
committee amendments.

Subdivision of the Unorganized Borough

An essential starting point to organization, HB 596 provided
for establishing borough boundaries in the unorganized borough
which would conform to statutory and constitutional standards. 19
The unorganized boroughs so formed would serve as units for
administering state services and the revenue sharing features of the
proposed property and pipeline taxes. The people within each
unorganized borough might at their option proceed toward organi-
zation either as boroughs of a particular class or as home rule
boroughs. This hill was reported favorably by the House Local
Government Committee, but died in the House Finance
Committee.

See Appendix Bthrough Appendix F for copies of these bills.

IDA number of previous bills had attempted a similar division into
borough units, but they have not provided for charter organization. The
Mandatory Borough Act, 2 SLA 1963, sponsored by Senator John Rader,
was the only effective state initiative to actually establish boroughs in the
unorganized area of the slate.

13



formula based on population, present wealth, and the cost of
providing services. In other words, if the cost of services were
twice as great in one area as in another, the first area would receive
twice the revenue per capita in order to insure the same level of
service. If the first area also had only half the taxable revenuj per
capita as the second area, the share of the first area would again
double per capita with respect to the second area.

The 15 mill tax was withdrawn by the Governor for further
study prior to final action.

Pipeline Tax

Designed to complement the 15 mill general property tax,
HB 598 provided for a 20 mill tax on property used in oil and gas
transportation. Property subject to this tax was limited to oil and
gas pipelines over 21 inches in diameter. The 20 mill rate, which
approximates Urn existing tax level for such property in organized
boroughs and cities, was to be in lieu of any other state and local
taxes on the same property, including the 15 mill tax under HB
597. However, local governments that already taxed property
affected by HB 598 would continue to do so with' respect to

property taxed as of January 1, 1972 (e.g., oil and gas transporta-

tion facilities on the Kcnai Peninsula). Property that hecame
taxable under HB 598 after January 1, 1972 (e.g., trans-Alaska oil
pipeline) would be subject only to the 20 mill state tax.

The rationale for the state tax as the exclusive tax on the oil
pipeline was that such property provides immense taxable value to
certain areas without regard to the level of services required in
those areas. It was believed that the revenue anticipated from
taxation of oil and gas pipelines is properly considered a state
resource rather than the exclusive property of the area where the
property happens to be located. At the same time, it was also felt
that this revenue, like other property tax revenue, should be used
for the benefit of local governments. Accordingly, the revenue
from the state oil and gas pipeline tax would be distributed to all
loc.il government units, including cities, organized horoughs, and

16

unorganized boroughs, in accordance with a formula similar to
that which governed distribution of the general property tax
revenue under HB 597.

The pipeline tax bill passed the House but died in the Senate
Finance Committee.

Tax Equalization

The tax equalization bill (not introduced) was simple in
concept. It provided for a determination of the annua! increase in
assessed valuation of property in all “governmental units,”
defined to include cities and boroughs, organized and unorganized.
Sixty percent of the new revenue from this increased valuation,
raised by application of the mill rate of each jurisdiction, including
the 15 mill rate applicable to unorganized boroughs unde” HB
597, would be remitted to the state. The Department of Com-
munity and Regional Affairs would administer this revenue pool.
The department would distribute the funds directly to organized
units of local government, and, as trustee for unorganized units,
would expend amounts to be determined by a distribution
formula. The formula was similar to the HB 598 formula, except
that a “local effort” provision insured that areas which taxed them-
selves heavily (thus contributing greater proportionate amounts to
the pool) would receive a proportionately higher return.

Distribution Formula

A key to any revenue sharing system is the distribution
formula. The 1972 legislative proposals based the distribution of
revenues on four factors: (1) need for services, (2) ability to raise
revenue, or fiscal capacity, (3) relative cost of services, and (4)
local tax effort. Each of these elements may be defined and
weighted according to desired goals.

“Need for services” may bo expressed as a function of total
population, school age population, population density, or other
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other boroughs, but also to draw on revenues from resources out-
side its own horders. Finally, the distribution of revenues under
HB 598, the 20 mill pipeline tax, also would have provided
revenue regardless of whether an area was organized.

The 20 mill tax suffered because the major legislative struggle
of the 1972 session centered on a package of legislation designed
to protect the state’s future oil production revenues. When these
bills finally were passed, legislative leadership was in no mood to
face what appeared to be still another oil revenue bill. *3

As noted, the borough organization hill failed largely because
establishment of new boroughs, in the absense of adequate
revenues, mighi, have created expectations which could not be
fulfilled. In addition, some Native leaders felt that the state should
not be involved in drawing boundaries for rural boroughs, but that
people in these areas should determine their own governmental
configuration. Especially in rural areas with Native population
majorities, Native leaders are most likely to prefer that borough
boundaries be coterminous with those of the regional corporations
established under the Alaska Native Claims Settlement Act. This is
also likely to he the view of state policymakers, unless there are
compelling reasons for following a different course. In any case,
the Alaska constitution” and state Supreme Count decisions on
the point"S indicate that the state has ultimate responsibility for
local government boundaries. As noted by the court in the
Fairvicw Case.

“AHB 598’ relatively simple ad valorem approach to oil revenue (the
20 mill pipeline tax) is likely to command further attention particularly if
present measures based on maintenance of wellhead price encounter serious
difficulty in court.

~*Art. X, Sec. 3and 12.

AFairvicw Public Utility District No. | v. City of Anchorage, 368 P.
2d. 540. 543 (Alaska 1962).
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An examination of the relevant minutes of [the Constitution-
al Convention’s committee on local government] meetings
shows clearly the concept that was in mind when the local
boundary commission was being considered: that local politi-
cal decisions do not. usually create proper boundaries and
that boroughs should be established at the state ievei 26

Also, the failure of voluntary borough formation in the years since
statehood indicates the practical importance of state initiative in
this area.

Conclusion

The 1972 legislative program brought before the legislature
and the public much useful information and debate. New pro-
grams take time to be perfected in detail and to gain public
acceptance. The possible approaches to fiscal resource equalization
were by no means exhausted by the 1972 legislative proposals.
Given the legal and social pressures involved, it is likely that fur-
ther attempts will be made, based either on refinements of that
legislator  :r on different concepts. It may be useful to suggest
certain tentative principles which seem to emerge from the re-
search and experience generated by the 1972 program:

e Revenue equalization is desirable to promote early formation
of rural boroughs, and on legal and equitable grounds.

e A prerequisite to equalization is coherent geographic units;
the state should have ultimate control over the configu-
ration of new boroughs.

e Revenue distribution should not be dependent on organiza-
tion,al status. That is, an area should not he forced to
assume government responsibility prematurely in order
to procure adequate services, and a decision to incorpo-
rate should carry no fiscal penalty.

26|bid.
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e The mechanics of the program should be as simple and ortho-
dox as possible, involving minimum interference with
local decision making and minimum disturbance of

existing tax bases.

Local government is a volatile policy area, and proposals
dealing with local finances can verge on the incendiary. As a result,
any legislative decision on new approaches to local government is
difficult. But inaction is also a decision, and by now we should
know enough about the historical results of inaction in Alaska to
prefer innovation, unnerving though it may sometimes be.

APPENDIX A

ALASKA STATE CONSTITUTION
Article X

Local Government

Section 1. Purpose and Construction. The purpose of this
article is to provide for maximum local self-government with a
minimum of local government units, and to prevent duplication of
tax-levying jurisdictions. A liberal construction shall be given to
tire powers of local government units.

Section 2. Local Government Powers. All local government
powers shall be vested in boroughs and cities. The State may
delegate taxing powers to organized boroughs and cities only.

Section 3. Boroughs. The entire State shall be divided into
boroughs, organized or unorganized. They shall be established in a
manner and according to standards provided by law. The standards
shall include population, geography, economy, transportation, and
other factors. Each borough shall embrace an area and population
with common interests to the maximum degree possible. The
legislature shall classify boroughs and prescribe their powers and
functions. Methods by which boroughs may be organized,
incorporated, merged, consolidated, reclassified, or dissolved shall
be prescribed by law.

Section 4. Assembly. The governing body of the organized
borough shall be the assembly, and its composition shall be
established by law or charter.



Section 5. Service Areas. Service-areas to provide special
services within an organized horough may be established, altered,
or abolished by the assembly, subject to the provisions of law or
charter. A new service area shall not be established if, consistent
with the purposes of this article, the new service can be provided
by an existing service area, by incorporation as a city, or by
annexation to a city. The assembly may authorize the levying of
taxes, charges, or assessments within a service area to finance the
special services.

Section 6. Unorganized Bor -hs. The legislature shall
provide for the performance of se; - it deems necessary or
advisable in unorganized boroughs, allowing for maximum local
participation and responsibility. It may exercise any power or
function in an unorganized borough which the assembly may
exercise in an organized borough.

Section 7. Cities. Cities shall be incorporated in a manner
prescribed by law, and shall be a part of the borough in which
they are located. Cities shall have the powers and functions
conferred by law or charter. They may be merged, consolidated,
classified, reclassified, or dissolved in the manner provided by law.

« A

Section 8. Council. The governing body of a city shall be

the council.

Section 9. Charters. The qualified voters of any borough of
the first class or city of the first class may adopt, amend, or repeal
a home rule charter in a manner provided by law. In the absence
of such legislation, the governing body of a borough or city of the
first class shall provide the procedure for the preparation and
adoption or rejection of the charter. All charters, or. parts or
amendments of charters, shall be submitted to the qualified voters
of the borough or city, and shall become effective if approved by a
majority of those who vote on the specific question.

Section 10. Extended Home Rule. The legislature may
extend home rule to other boroughs ar.d cities.

24

Section 11. Home Rule Powers. A home rule borough or
city may exercise all legislative powers not prohibited by law or by
charter.

Section 12. Boundaries. A local boundary commission or
board shall be established by law in the executive branch of the
state government. The commission or hoard may consider any
proposed local government boundary change. It may present
proposed changes to the legislature during the first ten days of any
regular session. The change shall become effective forty-five days
after presentation or at the end of the session, whichever is earlier,
unless disapproved by a resolution concurred in by a majority of
the members of each house. The commission or hoard, subject to
law, may establish procedures whereby boundaries may be
adjusted by local action,

Section 13. Agreements; Transfer of Powers. Agreements,
including those for cooperative or joint administration of any
functions or powers, may he made by any local government with
any other local government, with the State, or with the United
States, unless otherwise provided by law or charter. A city may
transfer to the borough in which it islocated any of its powers or
functions unless prohibited by law or charter, and may in like
manner revoke the transfer,

Section 14. Local Government Agency. An agency shall be
established by law in the executive branch of the state government
to advise and assist local governments. It shall review their
activities, collect and publish local government information, and
perforin other duties prescribed by law.

Section 15. Special Service Districts. Special service
districts existing at the time a hborough is organized shall be
integrated with the government of the horough as provided by
law.



