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M u n i c i p a l i t y
o f

A n c h o r a g e

P OUCH 6-650

A NC HO R A G E ,  A L A S K A  99502 

(907) 274-2525

G E O R G E  M .  S U L L I V A N .  

M A Y O R

OFFICE OF THE M A Y O R

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 is 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 Mu n i­

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



M u n i c i p a l i t y
o f

A n c h o r a g e G E O R G E  M .  S U L L I V A N .  

M A Y O R

POUCH 6-650

A N C H O R A G E ,  A L A S K A  995C2 

(907) 274-2525

P L A N N I N G  D E P A R T M E N T

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

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 is 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.

Dear Representative Rudd:

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 

PROPEhTY. NO APPOINTIVE BODIES SHOULD Ha VE THE RIGHT 

TO T a KE BINDING ACTION AFFECTING PRIVATE PROPERTY 

WITHOUT STRICT ADHERENCE TO PROFESSIONALLY ACCEPTED 

STANDARDS FOR ESTABLISHING HISTORIC SIGNIFICANCE.

POSSIBLY UNQUALIFIED PERSONS COULD, IN THEIR Z E A L ,  

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)
(c a t z )



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 L egislature re House B i l l  No.72.

NAME

1. HARLAND W. DAVIS
•7 J. D0UGLA S _ W 1 L L I A M  S ^ J L l____

Alma E. H icks.

JOHN M. STERN JR .

ELAINE G. SWISS .

F.M. SWALLING____

DENNIS! O’BRIEN

28• PATRICIA A. HIEBERT
29. A. G. HI EBERT

30. RODERIC S CARP ENT ER

31. ROLPH S. HANSON

8. RAYMOND A. NESBETT 
«. JESS G. ADAMS

110. JANET 0 . GOETZ______

11 • NOLA H. CAMPBELL____
12. RICHARD W. ADAMS_

13. D. H. CUDDY

14 • PATRICIA A. HOUSTON 

15. CLYDE C. HOUSTON.

•3. ELIZA BETH J 0! IN SON___

17 • myrtle STALNAKER 
IS .  ALLEN L. JEWELL 

19. GEORGIA M. BOLINGER

20 • FRANKLIN C. LAN DSTROM...

21 • JEAN _M. DONATELLO 
22. EVELYN E. MARTIN

23 ■ JOH N  » ■ G O E T Z ______

24 • _betty_M, CARPENTER____

95. ESTHER BYRNES

< .

< ••



F e b r u a r y  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

bc c :  Usa £udc\

H o u s e  M a j o r i t y  L e a d e r

MIKE MILLER
A L A S K A  S T A T E  L E G I S L A T U R E
P . O .  B o x  1 4 9 4  
J u n e a u , A l a s k a  9 9 8 0 2
H o m e  P h o n e  ( 9 0 7 )  5 8 6 - 3 0 8 7  

E G IS L A T IV E  P H O N E  ( 9 0 7 )  4 6 5 - 3 7 3 9

C h a i r m a n , L e g i s l a t i v e  c o u n c i l

M k m o e r , r u l e s  c o m m i t t e e

M e m u e r , R e s o u r c e s  c o m m it t c e





02-001B
STATE 
o f  A L A S K A

TO:
House Community & Regional A f f a i r s  

Commi ttee 
The Alaska State Leg is la tu re

f r o m : G ar y |_ ,  J e n k

Director 
Audit D i v i s'

DATE :

SUBJECT:

May 19, 1977

CSHB 75

f/U S

o s

0 ^

o n

I have reviewed the recent version of the referenced b i l l .  While i t  addresses 
some of the concerns which I mentioned p rev ious ly  to the committee, there 
are s t i l l  several very important issues which are not addressed.

F i r s t ,  there is  no l im ita t io n  in the b i l l  as to how large a population center 
or centers would be necessary to place th is  in e f fe c t .  For example, the 
C ity  o f Hoonah could decide to adopt the municipal income tax which would 
necess ita te  our putting into e f fe c t  the f u l l  adm in is tra t ive  procedures necessary 
to carry  out th is  le g is la t io n .  The cost o f the adm in is tra t ive  procedures 
would fa r outweigh any income which the m un ic ipa l ity  might receive from the tax.
I s trong ly urge the committee to consider placing a r e s t r ic t io n  in the law which 
would make the tax e f fe c t iv e  only a f te r  a c i t y  or c i t i e s  in the S ta te , compris­
ing a ce rta in  percentage of the State population, have opted to enact the municipal 
income tax.

In subsection B of page ! of the b i l l ,  there is  a provis ion that a m un ic ipa lity  
may impose, modify, or repeal the income tax only a f te r  g iv ing 120 days notice 
to the Commissioner of the Department of Revenue. That simply is  not enough 
time for us to make the necessary adjustments to the tax forms p r io r  to p r in t ing  
them for that year. I strongly urge that the provis ion be changed to read that 
the tax may be imposed, modified, or repealed "on ly  a fte r  f i r s t  g iv ing notice to 
the Commissioner of Revenue not la te r  than Ju ly  1 of the previous ye a r" .

Subsection C on page 1 sta tes that the income tax  may not exceed 50 percent 
of the 1ia b i1i ty  of the taxpayer under AS ^3.20. I strongly recommend that a 
d e f in i t io n  of l i a b i l i t y  be placed in the b i l l  so that i t  is  c lear which l i a b i l i t y  
f igure is  to be used. Is i t  to be the i n i t i a l l y  computed l i a b i l i t y ,  the l i a b i l i t y  
a f te r  deducting some or a l l  c>edits, or the l i a b i l i t y  a f te r  deducting c red its  
and a_ddinq in addit ional taxes due?

In subsection E on page 2 i t  should s t i l l  be recognized that determining the
source of the income w i l l  be d i f f i c u l t  s ince we w i l l  have to go by mailing
address. As I am sure the committee r e a l iz e s ,  many people l iv e  in one area and 
have th e ir  mail delivered in a d if fe re n t  area.

In section 3 of the b i l l ,  on page 2, the new phrase added reference to a
m un ic ipa lity  which lev ie s  "and c o l le c t s "  a tax on net income. In th is  
vers ion of the b i l l ,  which provides for the State of Alaska to c o l le c t  the 
tax for the m u n ic ip a l ity ,  i t  would appear that you might want to delete the 
words, "arid c o l le c t s " .



House Community 6 Regional A f f a i r s  May 19, 1977 
Commi ttee

Page 2

With regard to the concept of allowing the tax t o  be deducted in a subsequent 
year on the Alaska income tax re tu rn , th is  would e s tab l ish  a precedent which 
is  not normally allowed in an income tax . i ;  should be remembered that the 
municipal ta x ,  being based on the Alaska income ta x , would be reduced by the 
allowance of the deduction of the tax p rev ious ly  paid. As I 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 b i l l ,  i t  is  noted that the adm inistration 
costs w i l l  be allowed up to 5 percent of the amount of tax payable to a munici­
p a l i t y .  F i r s t ,  I feel that the change from 2 percent to 5 percent is  a good one. 
Second, th is  w i l l  only be va l id  i f  the l im ita t io n  is  placed on how large a popula­
tion must be represented before the municipal income tax is  placed into e f fe c t .



M a t a n u s k a - S u s i t n a  B o r o u g h ,  Inc .
B O X  B , P A L M E R ,  A L A S K A  9 9 6 4 5  •  P H O N E  7 4 5 - 3 2 4 6  

D E P A R T M E N T  O F  A D M I N I S T R A T I O N

Apr i l  29, 1977

Ms. L isa Rudd, Chairman 
House Community & Regional 

A f f a i r s  Committee 
Alaska State L eg is la t u r e  
Pouch V
Juneau, Alaska 99811 

Dear Ms. Rudd:

Subject : House B i l l  75

On severa l occas ions the Matanuska-Susitna Borough Assembly has 
sought a l t e r n a t i v e  revenue sources in  order to reduce property taxes .

S ince HB 75 would permit mun ic ipa l  income taxes under c e r t a i n  
c o n d i t i o n s ,  t h i s  Borough favors HB 75 and encourages i t s  passage-hope­
fu l l y  w i th  a p ro v is io n  tha t  the State Department o f  Revenue cou ld a s s i s t  
m u n i c i p a l i t i e s  to c o l l e c t  lo c a l  income taxes .

Very t r u l y  yours ,

Wesley « . Howe 
Borough Manager

WMH:er

cc: Alaska Mun ic ipa l League 
Representat ive A1 Ose



TO: 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.

F e b r u a r y  10 ,  1977
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C I T Y  O F  S E W A R D

P . O . B O X  3 3 7

S E W A R D , A L A S K A  9 9 6 6 4

CITY MANAGER 
C O M P T R O L L E R  

I N F O R M A T I O N  

C I T Y  P O L I C E

2 7 4 - 5 2  14 

224-5216 
2 2 4 . 5 2 1 5  

224-5201

February 15, 1977

MS. L I S A  RUDD, CHAIR 

A L A S K A  STATE LEGISLATURE

HOUSE COMMUNITY & REGIONAL AFFAIRS COMMITTEE 

Pouch V - State Capitol 

Juneau, A K  99811

HB 75 - BOROUGH AND CITY INCOME TAX AUTHORITY

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 bodies.

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

the hearings to be held this week.

J OANNE E. SI1ANLEY 

CITY CLERK TREASURER



C S I Y  o f  B E I M E L
P. O. Box 388 » Bethel, Alaska 99559 

543-2297 -  Area Code 9C7

March 29, 1978

R e p r e s e n t a t i v e  L i s a  Rudd
C h a i r p e r s o n  , Community § R e g i o n a l  A f f a i r s  Commit tee  
Pouch V
June au,  A l a s k a  99811 

Dear R e p r e s e n t a t i v e  Rudd:

At the  r e g u l a r  m e e t i n g  o f  the B e t h e l  C i t y  C o u n c i l  h e l d  on 
Marcli 27 , 1978 , C o u n c i l  p a s s e d  R e s o l u t i o n  No. 229 , e n d o r s i n g  
s p o n s o r  s u b s i t u t c  f o r  House B i l l  No. 75,  "AN ACT AllTllORlXING 
A BORUUGli OR CITY TAX ON NliT INCOME."

A l t h ou gh  t h e r e  seems to  be some problem w e t h e r  you t a x  
i n d i v i d u a l s  t h a t  r e s i d e  in  the  community o r  the  o n es  t ha t  

.work in the community i t  i s  f e l t  by the B e t h e l  C i t y  C o u n c i l  
t h a t  a C i t y  income t a x  on n e t  income would be a more e q u i t a b l e  
form o.f t a x a t i o n  than a p r o p e r t y  t a x .

I f  t h i s  b i l l  was p a s s e d  by t he  l e g i s l a t u r e  it: would a l s o  
g i v e  m u n i c i p a l i t i e s  a n o t h e r  o p t i o n  under  t a x a t i o n  which 
c o u l d  e v e n t u a l l y  improve  s e r v i c e s  a t  the l o c a l  l e v e l  b e c a u s e  
the  Communit ies  would have a w i d e r  c h o i c e  o f  ways t o  fund 
d i f f e r e n t  s e r v i c e s  and p r o g r a m s .

In t he  B e t h e l  a r e a  where a l a r g e  p o r t i o n  o f  t he  c i t i z e n s  
depend on s u b s i s t e n c e  as a way o f  l i f e  and own p r o p e r t y ,  a 
t ax  on p r o p e r t y  would j e o p a r d i z e  t h e i r  c h o i c e  t o  l i v e  o f f  
t he  l a n d .  I t  i s  f o r  t h i s  r e a s o n  as w e l l  as g i v i n g  each 
m u n i c i p a l i t y  an o p t i o n  in t a x a t i o n  t h a t  the C i t y  o f  B e th e l  
e n d o r s e s  t h i s  l e g i s l a t i o n  and e n c o u r a g e s  the S t a t e  l e g i s l a t u r e  
to  p as s  and a p p r o v e  i t .

I f  you s h o u l d  need any a d d i t i o n a l  i n f o r m a t i o n  in r e g a r d  t o  
t he  C i t y ' s  p o s i t i o n  on t h i s  p i e c e  o f  l e g i s l a t i o n ,  do not  
h i s i t a t c  t o  c o n t a c t  Me.

Sincerely,

■/
Lyman Hoffma 
C i t y  Manager

LH: 1 f
" D e e p  S ea Port a n d  Transportation Canter of the K u s k o k w i m "



C I T Y  O F  B E T H E L ,  A L A S K A  
R E S O L U T I O N  N O . 229

A  R E S O L U T I O N  OF  T H E  C I T Y  O F  B E T H E L ,  A L A S K A  E N D O R S I N G  T H E  
S P O N S O R  S U B T S I T U T E  F O R  H O U S E  B I L L  NO. 75, A B I L L  F O R  A N  A C T  
E N T I T L E D :  "AN A C T  A U T H O R I Z I N G  A  B O R O U G H  O R  C I T Y  T A X  O N  N E T  
I N C O M E ."

W H E R E A S ,  a M u n i c i p a l  T a x  o n  n e t  i n c o m e  w o u l d  p r o v i d e  a n  

a d d i t i o n a l  o p t i o n  of t a x a t i o n  o t h e r  than s a l e s  tax, p e r s o n a l  

p r o p e r t y  tax, o r  r e a l  p r o p e r t y  tax to an  a s s e m b l y  o r  c o u n c i l  

of: a m u n i c i p a l i t y ,  a n d

W H E R E A S ,  t h i s  M u n i c i p a l  I n c o m e  T a x  w o u l d  n o t  b e c o m e  

e f f e c t i v e  u n l e s s  the r e s i d e n t s  of the m u n i c i p a l i t y ,  by 

r e f e r e n d u m ,  e n a c t e d  a n  o r d i n a n c e  a d o p t i n g  a l o c a l  i n c o m e  

tax, a n d

W H E R E A S ,  t h e  U n i t e d  S t a t e s  F e d e r a l  G o v e r n m e n t  as w e l l  

as the A l a s k a  S t a t e  G o v e r n m e n t  do  levy a i n d i v i d u a l  i n c o m e  

tax to s u p p o r t  g o v e r n m e n t s  s e r v i c e s ,  and

W H E R E A S ,  t h e  C o u n c i l  b e l i e v e s  t h a t  a m u n i c i p a l  i n c o m e  

tax w o u l d  be  a m o r e  f a i r  a n d  e q u i t a b l e  form of t a x a t i o n  then 

t h e  s a l e s  tax, p e r s o n a l  a n d  r e a l  p r o p e r t y  tax.

N O W  T H E R E F O R E  B E  IT R E S O L V E D  T H A T  T h e  C i t y  of B e t h e l ,  

A l a s k a  e n d o r s e s  the S p o n s o r  S u b s t i t u t e  of H o u s e  B i l l  No. 75, 

a b i l l  for a n  a c t  e n t i t l e d :  "An A c t  A u t h o r i z i n g  a B o r o u g h

o r  C i t y  T a x  on N e t  I n c o m e . "  a n d  w o u l d  e n d o r s e  a s i m i l a r  

b i l l  if i n t r o d u c e d  in the S e n a t e  a n d  e n c o u r a g e s  the S t a t e  

L e g i s l a t u r e  to p a s s  a n d  a p p r o v e  th i s  i m p o r t a n t  p i e c e  of 

l e g i s l a t i o n .

PA S S E D ,  A P P R O V E D  A N D  A D O P T E D  BY T H E  C I T Y  C O U N C I L  O F  T H E  
C I T Y  O F  B E T H E L ,  A L A S K A  T H I S  D A Y  OF   |yA »  A « L ,
1978.

A T T E S T :
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29.

IN THE HOUSE

" ^ D  C .O ^V e’-i, ^

c.c<x c .a

Introduced: 5/25/77
Referred: Com m u n i t y  &  Regional 
Affairs, J u d i c i a r y  and Finance

BY PARR AND COWPER 

SPONSOR SUBSTITUTE F OR HOUSE BILL NO. 75 

IN THE LEGISL A T U R E  OF THE STATE OF A L ASKA 

TENTH L E G I S LATURE - FIRST SESSION 

A  BILL

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

i n c o m e ."

BE IT ENACTED BY T HE LEGISL A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 29.53 is amended by adding a new section to read:

A R T ICLE 6. MUN I C I P A L  TAX ON NET INCOME.

Sec. 29.53.500. T AX ON NET INCOME. (a) 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 :Ln effect for each s u c c e e d­

ing calendar year until the tax rate is modified by a subsequent o r d i­

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

municipality may impose, modify or repeal an 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.
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(d) t.n income tax imposed under this section shall be administered 

by the commissioner of revenue, w ho shall collect and account for the 

revenue in the m a n n e r  provided in AS 43,20.360.

(e) A  b o r ough m a y  preempt an income tax levied by a city under 

this section by adopting an areawide income tax. The commissioner shall 

refund the taxes collected w i thin the borough to the borough and all 

cities w ithin the b o r o u g h  in proportion to the amount of income tax 

revenue raised by each city w ithin the b o r ough unless tne borough and 

all cities within it m u t u a l l y  agree on a different 'method of sharing.

(f) A  m u n i c i p a l i t y  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

c h a p t e r ;

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

(g) In this section, "resident" means an individual resident, n o n­

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 n f .. income)

Sec. 3. AS 29.53.035 is amended by adding a new subsection to read:

(f) A munici p a l i t y  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:

(c) The department shall prescribe and furnish all necessary forms, 

and adopt and publish all n e cessary regulations in plain and concise 

language conformable wi t h  this chapter for the assessment and collection
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of the taxes imposed by secs. 10 - 350 of this chapter and for a munici-

g r 1. tax on net income levied and c o llected under a u thority of AS 29.53. 

500 and sec. 360 of this c h a p t e r . The department shall apply as far as 

practicable the a dministrative 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 o f  the taxpayer and make them available to 

the taxpayer m a k i n g  a return.

(d) All m o n e y  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) is amended to read:

(a) Every employer m a king payment of wages or salaries shall deduct 

and withhold an amount of tax computed in a m a n n e r  to approximate the 

amount of tax due on those wages under this chapter and under an income 

tax levied by a munici p a l i t y  in accordance w i t h  AS 29.53.500 and 

collected by the department for that year. The department shall publish 

the rate of w i t h h o l d i n g  required by this section and the rate required 

by the income tax levy of a m unicipality which shall be expressed as a 

percentage of the amount required to be withh e l d  under sec. 3402 of the 

Internal Revenue Code of 1954. Every employer m a king a deduction and 

a withholding shall furnish to the employee upon request a record of 

the amount of tax with h e l d  from the employee on a form prescribed by the 

d e p a r t m e n t .

* 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 m u n icipality [CITY] or by a home rule m u n icipality 

[CITY] or any other political subdivision of the state except as 

provided by AS 2 9 . 5 3 . 5 0 0 .
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* Sec. 7. AS 43.20 is amended by adding a n e w  section to read:

2 ARTICLE 6. MUN I C I P A L  T AX ON NET INCOME.

3 Sec. 43.20.360. ADMINISTRATION. (a) Municipal income taxes

4 levied and collected under AS 29.53.500 are subject to the provisions of 

this chapter.

r> (b) A m u nicipal 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  a c c o u n t i n g  f o r  t h e  fu n d s  i n  p r o p o r t i o n  t o  t h e  t a x  c o l l e c t e d  f r o m  e a c h

13 m u n icipality of the state w h i c h  levies an income tax. The commissioner

H  m a y  withhold the prora t e d  share of the cost of collecting and accounting

io for funds, but the amount with h e l d  may not exceed five per cent of the

1G amount payable to a municipality. After deducting the amount of any

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

IB accounting for funds, the commissioner shall pay to each municipality,

io as soon as practicable, the amount to wh i c h  it is entitled under AS 29.-

20 53.500

21 
22 
23 

2-1 

25 

20
27

28
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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 i’.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%.v'4 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 m a x imum 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
Sources Tax Foundation; Commerce Clearing House

Philadelphia has the distinction o f levying the 
oldest local income tax still in  efTcd today. 
E a r lie r  efforts at such taxation, including one in 
Charleston , S .C ., in the early 1800s, foundered on 
adm inistrative d ifficulties.

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

In  addition, a related lev;- has been imposed on 
employers: the local payro ll tax, based on an 
em ployer’s wage expenses. T h is  has been enacted 
in Jersey C ity , N ew ark, N .J . ,  San Francisco , and 
four Oregon counties.

Despite first impressions from the table that 
follows, the local income tax is prim arily  u big- 
c ity  phenomenon.

Most o f the taxing jurisd iction', are sm all, but 
th is is because m any— over 3,8fO —sm all towns 
and school d istricts in O hio and Pennsylvania use 
the levy. E lsewhere the tax is typ ically used by 
large jurisd ictions.

N ine o f the 25 biggest cities in the United 
States, including W ashington, D .C .,  now impose 
their own income taxes.

Few  o f these 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 Y o rk  C ity , Baltim ore, and cities in

9 2 4  T A X E S

M ichigan arc closely linked, both in coverage and 
adm inistration, to overlapping state taxes

I i  the D istric t o f Colum bia, 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 w ork in them but live elsewhere—commut­
ers in A labam a, Delaware, Kentucky, Missouri, 
O hio , and Pennsylvania— are subject to the levy.

M aryland's local taxes apply to residents only, 
as does the D istrict o f Columbia's tax.

Commuters in M ichigan nay one-half the rest, 
dent rates, while those in New Y o rk  C ity  pay 
sharply lower rates.

W here many localities in the same area tax 
income, special arrangements are necessary to 
avoid unfair treatment o f those who work in one 
ju risd iction but live in another.

A s  the table below shows, local income taxes 
are essentially confined to the stales in the North­
east and M iddle A tlantic regions— with the ex­
ception of St. Lou is and Kansas C ity . M o., and 
six places in Alabam a, including Birmingham 
and Gadsden.

Th e  table below, compiled by the Tax  Founda­
tion from Commerce Clearing House data, lists 
the rates in effect as o r Sept. 1, 1976, for all U,S. 
localities w ith income taxes.

CITY AND LOCAL INCOME TAXES AND RATES*
STATE AND
LOCALITY
Alabama

Birmingham .........
Gadsden .............
Montgomery.........
Settles

under 50.000 .....
Delaware

V/ilminglon  .......
Indiana 

38 counties..........
Kentucky

Covington.............
Lexington ...........
Louisville *...........
Owensboro ...... .
40 cities 

under 50,000 . ..
4 counties...........

ravytand
Baltimore*..........
23counties* ........

Michigan
CHroit ...............
Flint   .............
Ciand Rapids........
Lansing ..............

* ,r«:-r-M?cŝ rr-eŵ eia-<j..twê a c -r>* r.-

RATE STATE AND 
LOCALITY * 
Michigan (continued)

RATE STATE AND 
LOCALITY 
Ohio (continues))

RATE

1.0* Ponliac .............. 1.0* Sprlnglield .......... 2 0%
2.0* Saginaw.............. 1.0% Toledo ............... 1.5%
1.0* tO cities Warren .............. 1.0%

under 50.000 ..... 10% Youngstown......... t 5%
1.0-2.0* 

1.25*

Missouri
Kansas City..........
Si Louis .............

10%
10%

Over 340 cities 
and villages 
under 50,000 __ 0 25-20%

New York 
New York City* .....

Pennsylvania*

05-1.0* 0.5-4 3% Abington Township .. 
Allentown ...........

1.0%
t.0%

Ohio Altoona .............. t.0%
2.5* Akron ................ 1.5% Bethlehem „......... 1.0%
20* Canton ... .......... 1.5% Chester .............. 1.0*
1 25% Cincinnati ........... 20% Erl*................... 10%
1.0% Cleveland ........... 1.0% Harrisburg ......... 10%

Cleveland Heights .. 1.0% Lancaster ........... 0.5%
025-2 5* Columbus........... 1 5% IVnn Hills
05-2 2% > Oayton............... 1.75% Township ...... 1.0*

El/ria.................. 10% Philadelphia ......... 30*

500% Euclid................ 10% Reading .............. 1.0*
Hamilton ........... 15% Scranton ...... 20%

200-50.0% Keltenng......... 10% Wilkes-Barre..... 10%
Lakewood I 0% Over 3.5CO

20% Luna t 0* older local
1.0* loram............... 10% luiisdichors 0.25-1.0%
1.0% Mansheld ...... 1.0% York t.0%
1.0* Parma . ...... 1.0* Washington, D.C. * 20-11.0%

' Rules ehown separately tor clllea of 50.000 or more Wlieio retes differ lor rosidenl and nonrendent income, only rosidviit 
rates are piven In Ohio and Pennsylvania cities rales are the same 1 Additional lax ol 0 75* lor school purposes n levied 
by Jellerton County * Additions! tax of 0 2% imposed in Jolterson County outside nl touisvillo on Mininas ot employees 
•Percent ot stato income lax ' Resident Income taxes ere prupressivo * Excop! lor Philadelphia. Scranton, and W'lles 
Oerre, Ole lotal rJle payable by any taxpayer it limilxd Io I *
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191. Tota l Lo ca l R e v e n u e  b y  Source  a n d  Pe rcen tage  D is tr ibu t ion
Selected Kbcal Yrsr.i 1002-1973

Ye.r Total*

From own sources

To Lti I 
own 

sources

General rsvenun

Total
general

Tn**»

'i'olnl l’roprrty

Salxa mid 
r.ro>» 

receipts Income1,

License
nnd

oilier

Chsrres
and

miscel­
laneous Utility

Liquorstores Inutrnnea
tniat*

Intergovernmental

From From
stale* FciJenf*I

Am‘Mint, (Millions)

1902........ 1914 1830 1703 1704 1024 _ 480 19t (00 , 153 II
1013........ 1.755 1,050 1,540 1,308 1,192 13 — 113 2.12 110 —— 42 01 0
1922........ 4,148 3,827 3,515 3,009 2,973 20 —. 70 4/0 VDi) •— 1(1 312 9
1932........ 0,192 5,381 4,870 4,274 4,159 20 —. 80 (105 4(13 —— 39 801 10
1910........ 7,724 5,792 6,007 4,497 4,170 130 418 170 610 701 113 (18 1.054 273
1950........ 10,101 11,073 0,588 7,081 7,042 481 04 301 1,002 1,808 III 18.1 4,217 211
19110........ 37,324 27,2011 22,912 13,081 15,798 1,339 251 t’,02 4,831 3,013 130 649 9,523 592
1995........ 63,498 38,249 32,302 25,110 21,817 2,059 433 HP’ 7,21.1 4,908 177 705 II.0 |0 1 165
1000........ 50,208 41,499 35,404 27 301 23,830 2,011 472 1 ' 8,011 6,909 189 837 10,391 1 378
1007........ 04,598 41,419 38,015 29,074 25,130 1 .050 010 • 8,971 6,240 105 033 18,434 I 163
1909........ 70,171 47,875 40,8811 31,171 25,835 1,932 1,0/7 9.174 6,053 202 1,0«< 20,3(2 1 961
1959........ 70,274 53,192 43.581 31,781 29,092 2,4/0 1,381 1 11.030 5,9.11 215 1,155 23,537 2 ‘ VI.970........ 80.082 59,557 61,392 38,833 32,903 3,008 1,030 l... j 12,568 0,093 2.18 1,299 20,920 ,005
1971........ 100,993 00,521 57,491 411,434 30,720 3.002 1,74/ 1,298 11,068 7,270 209 1.484 31,031 3,39!
19.2........ 113,102 74,144 01.419 48,930 40.h,0 4,238 2.24! 1.575 If., 51(1 7, VS / 281 1.025 31,555 1, 103
1973 ...... 129,082 81,210 70.489 53,032 43,0/0 1,921 2,400 1,731 17,450 8,022 201 1,811 30,903 / ,90.3

Percentage Distribution of Itavenuo from Own Sources*

1602........ mo.o 93.0 82.1 72.7 0.3 11.0 7.0 _ 5.7 .4
1913........ 100.0 02.9 78.0 71.0 .2 — 0.8 14.0 7.0 — .1 5.2 .3
1022........ 100,0 02.0 80.2 77.7 .6 — 2,0 12.4 7.0 —• .4 7.5 .2
19.32........ 100.1) 00.7 70.4 77.3 .5 — 1.7 11,2 8.0 — .7 12.0 ,3
1940........ 100,0 85.4 77.0 73.0 2.2 ,3 .3.1 8.8 12.2 .2 1.2 21.1 3.0
I960........ 11)0.0 83.1 08.4 00,3 4.1 .6 3.4 13.7 15.5 .8 1.0 20.2 1.3
106(1........ mo.o 84. a 110,6 68.1 4.0 .0 2,0 17.8 13.3 ,5 3,0 21.6 1 .<1
1905........ 1 (III ,1) 81.8 05.7 67.0 4.4 1 .1 2.1 18.8 13,8 ,3 2.1 2d. 2 3.2
1908........ 100.0 85.3 (15.0 57.1 4.9 1.1 2.1 19.1 12.2 .6 2.0 27.7 2.3
1907........ ioo.i: 85.0 (15,4 5(1.7 4,4 2.1 2.3 20.2 11.8 .4 2.1 28.5 2.7
1903........ 105.0 83.4 05.1 54.1 4.(1 2.2 2.8 20.3 11.9 .5 2.2 29.0 2.8
1900........ 190.0 84.2 45.4 65.8 (.5 2.4 2.3 20.8 11.2 .5 2.2 30.1 2.8
1970........ 100.0 811.3 55.2 55.4 5,2 2.7 2.0 21.1 11.1 .4 2.2 30.2 2.9
1971........ 1(H).0 80.4 0.1.3 64.2 6.5 2.0 2.0 21.1 10.0 .1 2.2 30.8 •1,4
19/2........ 100.0 84.0 11(1.0 66.1 6,7 3.0 2.1 20.9 10.5 .4 2.2 30.5 3.9
1973........ 100.0 80.8 65.3 64.1 (1.1 3.0 2.1 21.6 10.0 .4 2.2 31.0 fl.l

0nr
•  Duplicatlvfl trnn.-nctlons between levels of government nro excluded In arriving at aggregates.
® Principally individual income.
•Includes collections for unemployment compensation urn! employee retirement.funds*
d Amounts received directly from Federal government, not transfers of Federal fumU received initially !>y states.
* Intergovernmental revenue is shown aa a percent of total rovenuo*
Source: Department of Commerce, llureau of the Census; percentage computations oy lax I oundntion.

Tax Foundation, I n c . , Facts, Figures on G o v’t. Finances, 1975,



t a b l e  1 5 0  -  L O C A L  i n c o m e  t a x e s ,  r a t e s  a n d  c o l l e c t i o n s

( D o l l a r  a m o u n t s  i n  t h o u s a n d s )

S |a'eand local government

Alabama:
Auburn
Birmingham
Garftdcn
Opelika 
Rainbow City 

Dcl.1 w.1 re:
Wilmington

Indiana (counties):'
Bartholomew
Brnlon
Blackford
Brown
Carroll
Cast
Clinton
Decaiur
DcKalb
Elkhart
fountain
Hancock
Hendricks (til. 1/1/74)
Huntington
Jasper
Johnson
Kosciusko
Lawrence
Marshall
Morgan
Newton (ell. 1/1/74)
Noble
O h io
Randolph
Rush
Starke
Struben (elf. 1/1/74)
Tip ten
Union
Wabash
Washington
Wayne
Wells
White

Kentucky:
A s h la n d
A u b u r n
Denton
Berea
Bowling Green
Burkesvllle
Catlettsburg

Rate 
J u l y  1 ,1 9 7 3  

(percent)

Municipal tax collections, 1971-72 
(Cities wilhovw S( .poo popu,atiQnin J97JJ)

Total tax 
collections

Income tax collections

Amount

1.0
1.0
2.0
1.0
2.0

1.25

1.0
0 .5
0 .5
0 .5
0 .5
0 .5
1.0
1.0
0 .5
1.0
0 .5
1.0
0.6
1.0

0 .5
0.6
0 .6
1.0
1.00.6

0 .5
1.0
0 .5
0 .5
0 .75
0 .5
0*s
0 .S
1.0
1.0
0 .5
1.0

0 5
1.0

1.0
0.5
1.5
1.6 
OS 
1.0

As a percent of 
total collections

$ 28 ,043
5 .165

20 ,752

$5,527
2 ,977

7,614

19.7
57 .0

3 0 .7

S ee  fo o tn o te s  ot t n j  o l  |- )(f

A  CIR,
- 2 9 1  -

(Advisory Commission on Intergovernmental Relations)



T A B L E  150  -  L O C A L  IN C O M E T A X E S ,  R A T E S  A N D  C O L L E C T IO N S  (C o n t'd ) 

(D o lla r  am ounts in thousands)

Municipal tax collections. 1971-72 
(Cities with over 50,000 population in 1970)

Income tax collections
Rate 

July 1. 1973 
(percent)

Total tax 
collections

As a percent of 
total collections State and localAmountState and local government

Michigan (Con 
Hudson 
Jackson | 
Lansing 
Lapee' 
Pontiac 
Port Huron 
Saginaw

Missouri: 
Kansas City 
St. Louis

Kentucky (Continued) 
Covington 
Cynthiana 
Danville 
Dawson Springs 
Elizabethtown 
Flemingsburg 
Frankfort 
Fulton 
Gamaliel 
Glasgow 
Hazard 
Hickman 
Hopkinsville 
Lcitchfield 
Lexington 
Louisville

Jefferson County’ 
Ludlow
Marshall County
Mayfield
Maysville
Middlestsuro
Morgantown
Newport
Owensboro
Paducah
Pikevllle
Prntonsburg
Princeton
Richmond
Russellville
Springlield
Versailles
Wilder
Woodlord County

Maryland:
(laltlmore City 
20 Counties 
Ouern Anne's County 
Talbet County 
Worcester County

Michigan:’
Albion 
Rattle Creek 
Rig Rapids 
Detroit 
Flint
Grand Rapids 
Grayling 
Hainlramck 
Highland Park

New York: 
Now York

Akron 
Cantors 
Cincinnati 
Cleveland 
Cleveland ' 
Columbus 
Daylon 
Elyria 
Euclid 
Hamilton 
Kettering 
Lakcwooc 
Lima 
I main 
Mansfield 
Parma 
Springfrel 
Toledo 
Warren 
Youngstu 
315 cities 

(with I 
poput;

% of State tax

Penntylvani-
Abington
Allrntow
Altoona
Rclhleher
Chester
Erie
Harrislru 
I ancaste 
Penn Hit 
Philedelf 
Pillsburr 
Reading 
Scrantnr 

See fuurtun-
S h  f o o t n o t e *  at e n d  o t  labia.

P U S H !



T A B L E  1 5 0  -  L O C A L  IN C O M E  T A X E S ,  R A T E S  A N D  C O L L E C T I O N S  ( C o n t 'd )

( D o l l a r  a m o u n t s  i n  t h o u s a n d s )

Rate 
July 1,1973 

(percent)

Municipal tax collections, 1971-72 
(Cities with over 50,000 population in 1970)

Income tax collections

Slate and local government
Total tax 

collections Amount
As a percent of 
total collections

Michigan (Continued):1
Hudson 1.0 — — -
Jackson 1.0 — — —

Lansing 1.0 $14,059 $6,120 41.2

Lapeer 1.0 - — “*

Pontiac 1.0 11,991 4,322 36.0

Port Huron 1.0 - — —

Saginaw 1.0 10,212 3,501 34.3

Missouri:
Kansas City 1.0 78,610 29,106 37.0

SL Louis 1.0 125,035 36,784 29.4

New York:
New York City 0.7-3,5’ 3.830.557 805,578 21.0

Ohio:
Akron 1.5 26,440 17,478 66.1

Canton 1.5 9,770 7,814 80.0

Cincinnati , 2.0 75,528 43.606 57.7

Cleveland 1.0 81,181 38,807 47.8

Cleveland Heights 1.0 5,025 1,299 25.9

Columbus 1.5 45,024 35,105 78.2

Oayton 1.0 27,344 15,662 57.3

Elyria 1.0 3,413 1,808 63.0

Euclid 1.0 8,240 3,278 39.8

Hamilton 1.5 6,002 3,703 74.0

Kettering 1.0 4,437 2,304 61.9

Lakewood 1.0 5,295 1,518 28.7

Lima 1.0 2,872 2,100 73.3

Lorain 1.0 6,712 3,418 60.9

Mansfield 1.0 4,350 3,053 70.2

Parma 1.0 6,126 3,484 60.9

Springfield 1.5 6,888 4,738 80.5

Toledo 1.6 33,383 25,002 74.9

Warren 1.0 3.607 2,693 76.8

Youngstown 1.5 13,925 9,299 66.R

315 cities and villages 0.25-1.7 — . “

(with less than 50,000 
population)

Pennsylvania:*
Abing'on Township 1.0’ 3,892 n.a. tea.

Allentown 1.0’ 9,082 1,941 21.4

Altoona 1.0* 3,246 745 23.0

Uelhtol.cm 1.0’ 0,342 1,657 26.1

Chester 1.0* 4,523 2,110 46.9

Erie 1.0’ 9,597 1,655 17.2

Harrisburg 1.0’ 5,927 97B 10.5

Lancaster 1.0’ 4,578 694 15.2

Penn Hills Township 1.0’ 2,043 925 31.4

Philadelphia r ii25,# 410.302 256,738 62.6

Pittsburgh 1.0" 77,281 13,028 10.9

Reading 1.0’ 6,312 1,530 24.2

Scranton 1.0’- '1 7.825 2,128 27.2

S e o  f o o t n o t e *  at a n d  o f  tabla.



T A B L E  1 5 0  -  L O C A L  IN C O M E  T A X E S .  R A T E S  A N D  C O L L E C T IO N S  ( C o n t 'd )

( D o l l a r  a m o u n t s  i n  t h o u s a n d s )

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

Rote 
July 1, 1973 

(percent)

Income tux collections

State and local government
Total tax 

collections Amount
As a percent ol 
total collections

Pennsylvania:6 (Continued) 
Wilkes-Barre 
York
Approx. 3,750 other local

0.57
1.0’

0.25-1.0

$4,291
4,157

$630
556

14.7
13.4

jurisdictions (including 
over 1,000 school 
systems)

N o it:  E xc ludes W ash ing ton , D.C. w h ich  has a g to d u s ta d  n » l in com e ta x  th a t i t  m o r t c losely ak in  to  a S u r a  rax  th an  to  r h t  m un ic ip a l incomo tax e s (j*e
la b ia  141). A lso  ex c ludes th e  Denve* Em ployee O ccupa tio na l Pn* ileg e Tu« o f S2 p rr  employee p e r m o i.th , w h ich  »pp lic« o n ly  io  employees Caim-ig 
a t  lew t $250 p e r m on th ; th a  N ew ark 1% p e r ro n  tax  im pused  o n  em ploye**, p ro fit en d  nonp ro fit, having a  p a y ro ll over 52.500 pa r ca lendar quarter, 
tb o  S an  F ran c is c o  1% pay ro ll ex pen se tax  (cff. 10/1/70); th a  1/2 o f 1% q u a r te r ly  p a y ro ll lax  o n  em p loye rs  im posed  in th a  Tri-county M etropo litan  
T ran s it D is tr ic t (encom po tsing  all o f  W «h ing to n , C iackam at an d  M u ltn om ah  cour»t*s, O regon); an d  th e  1/4 o f 1 p e rc e n t p a y ro ll tax  im posed c n  
em p lo y e rs  in  th a  L ane C o u n ty  O regon  M <m T ran s it D istric t.

-  S ign ifies  a c o u n ty , o r • c i ty  u n d e r  50.0CW popu la tion .
f ia .- "n o t availab le .”

*T h a  tax  ra ta  o n  n o n re s id en ts  fo r  all co un tie s  i t  1/4 o f 1%.
A ta x p a y e r su b je c t to  th e  1.25 p e rc e n t la x  im posed by  th a  C ity  o f Louisville m-y c r ed it th is  la x  o > iiru i th e  2.0 p e rcen t lev ied b v  J rH e rso n  County .
U nd e r th e  M ich igan "U n ifo rm  C ity  In c o m eT a x  A c t,"  th e  p re sc rib ed  ra te s  a re  1.0 p e rc e n t fo r te v d en ta  an d  0.5 p e rc e n t fo r non res id en ts . A residen t 

^ is a llow ed  c red it fo r ta x e s  p a id  Io  a n o th e r  c ity  as a  n on res id en t.
T h e  ra le  fo r  re sid en ts  in  D e tro it w as Increased from  f p e rc e n t to  2 p e rc e n t e f fec tiv e  O c to b e r 1, 1908.
N ew  Y ork C ity  residents* r a ta  rai<gas f ro m  0 7 pe rca .it o n  ta x a b le  in com e o f less th an  S1.0CO to  3.5 p o rc en t on  tax ab le  in com e in ex cast o l $20,000 

A n  earn ing* rex o l  0.45 p e rc e n t o f w ar** o r  65r 100 o f 1 p e rc e n t o n  ne t a rm in g s  f rom  self-employn»eni, n o t to  ex ceed  th a t w h ich  w ou ld  h e  due 
^  ff ta x p ay e r w are  a residen t, is levied m j* io it n o n re s id e n ts  A 4% ta x  is im posed  o t ,  u n in co rp o ra ted  businesses c a rr ied  o n  In th e  city .

E x c e p t fo r Ph iladelph ia , P ittsbu rgh , an d  S c ran to n , th e  to ta l ra ta  p ayab le  b y  an y  taxpayer h  lim ited  to  1 p e rc e n t Fo r co te rm in o u s  { u ri» l* c tio n \ such 
as b o ro ugh  an d  b o ro ouh  schoo l d is tric t, th e  m ax im um  is u sua lly  d iv ided  equa lly  b e tw een  th e ju risd ic tion s un ia ts  o th erw ise  agreed, how ever, 
schoo l d te lr tc ts  m ay  tax  o n ly  residen ts. Thus, if a b o ro ugh  o r ,d a  c o te rm in o u s  schoo l d n t r ic l  each  fisva a  s ta te d  ra te  o f  1 p e rcen t, th a  to ta l e f ­
fective ra ta  for re sid en ts  is 1 p e rc e n t (ft o f 1 p e rcen t a a ch  t o  th a  b o ro ugh  an d  sch oo l dis tric t)  en d  th n  tax  o n  n on re s id en ts  is 1 percen t, th e  
s ta te d  ra ta  im posed  by  th a  bo rough.

T h e  schoo l d is tr ic t ra te  is th e  sam e m  th a  m un ic ip a l rata.
T ha schoo l d is tr ic t ra ta  is 0 5 p e r c e n t
T h e ra  is no  sch oo l d is tr ic t in com e tax .
T h e  P h ilad e lph ia  sch oo l d is tr ic t Im poses a  7 %  tax o n  in ves tm en t incuroe.
S ch o o l d is tr ic t ra ta . T ha P ittsb u rg h  c ity  in com e tax  w as rep ea led  e f fec tiv e  J a n u a ry  1, 1973.
Com biner! c ity  a n d  sch oo l d is tr ic t ra te  m ay  n o t ex ceed  2.0 p a t c e n t

S ou rc e : A C IR  s ta f f  com p ila tio n  b ased  o n  C om m erce C laartng H om e, S ra te  T a r R e p o r t e r ,  an d  U .S flurwau of th e  Census, G ove rnm en ts  Orvnion.

294-



T A B L E  12 -  T H E  F IS C A L  R O L E  O F  L O C A L  IN C O M E A N D  G E N E R A L  S A L E S  T A X E S ,  
S E L E C T E D  Y E A R S ,  1957-1071 

(T a x  am ounts in  m illio n s  o f  do llars)

1j  In c lu d in g  th e  D i s t r i c t  o f  C o lu m b ia . 2 /  E x c lu d in g  th e  D i s t r i c t  o f  C o lu m b ia .
Niotc_. F ig u r e s  i n  p a r e n t h e s i s  a r c  th e  a p p ro x im a te  num ber o f  l o c a l  g o ve rn m e n ts  
w i t h  s a l e s  and in co m e  t a x e s  a s  o f  J a n u a r y  1 s t  f o r  t h e  y e a r  i n d ic a t e d  (e x c e p t  
f o r  th e  y e a r  1957  w h ic h  a r e  a s  o f  S e p te m b e r 1 ,  1 9 5 8 ) .

S o u r c e :  ACII1 s t a f f  c a l c u la t io n s  b a se d  on U .S .  B u re a u  o f  th e  C e n s u s ,
G o ve rn m e n ts  D i v i s i o n ,  p u b l is h e d  and  u n p u b lis h e d  d a t a ;  and 
Commorce C le a r in g  H o u se , S t a t e  T a x  R e p o r t e r .

Federal-State-Local Finances
7.0

Significant

L e v e l  o f  G o vern m en t an d  
t y p e  o f  t a x 1971 1967 1962 1957

A l l  L o c a l  G o ve rn m e n ts  —  ;

T o t a l  t a x  c o l l e c t i o n s $ 4 3 ,4 3 4 $ 2 9 ,0 7 4 $ 2 0 ,9 9 3 $ 1 4 .2 8 6  h
Inco m e t a x e s : ( 3 ,6 7 5 ) ( 2 .1 3 0 ) ( 1 .1 8 5 ) (7 8 5 )

Amount 1 ,7 4 7 91 6 309 191 :
%  o f  t o t a l  t a x e s 4 .0 3 .2 1 .5 1 .3  \

G e n e r a l  s a l e s  t a x e s : ( 3 .8 2 0 ) ( 2 ,5 9 6 ) ( 1 .8 7 5 ) (1 .5 5 0 )  )

Am ount 2 ,3 3 9 1 ,2 0 1 9 5 8 656 ;
% o f  t o t a l  t a x e s 5 .4 4 .1 4 .6 4 .6  j

In co m e and  s a l e s  —  4 9 .4 7 .3 6 .1 5 .9

A l l  L o c a l  G o ve rn m e n ts  U  j

T o t a l  t a x  c o l l e c t i o n s 4 3 ,0 0 0 2 8 ,7 9 9 2 0 ,8 1 0 1 4 ,1 4 3  =
In co m e t a x e s :  i

Amount 1 ,6 1 / 852 271 165 ;
% o f  t o t a l  t a x e s 3 .8 3 .0 1 .3 1 .2  ]

G e n e r a l  s a l e s  t a x e s :  
Amount 2 ,2 6 2 1 ,1 5 8 9 3 2

i
636

4 o f  t o t a l  t a x e s 5 .3 4 .0 4 .S 4 .S
In co m e and  s a l e s  —  4 9 .1 7 .0 5 .8 5 .7

M u n i c i p a l i t i e s  U

T o t a l  t a x  c o l l e c t i o n s 1 5 ,0 9 7 1 0 ,5 0 7 7 ,9 3 4 5 ,9 0 8
In co m e t a x e s : ( 1 ,0 8 5 ) (6 2 5 ) (3 5 0 ) (2 5 5 )

Amount 1 ,4 1 6 818 259 131
4  o f  t o t a l  t a x e s 9 .4 7 .8 3 .3 3 .1

G e n e r a l  s a l e s  t a x e s : * ( 3 ,2 7 0 ) ( 2 .2 4 5 ) ( 1 .7 2 5 ) (1 .4 8 5 )

Amount 1 ,6 5 8 9 7 7 866 602
4 o f  t o t a l  t a x e s 1 1 .0 9 .3 1 0 .9 1 0 .2

Incom e und s a l e s  —  4 2 0 .4 1 7 .1 1 4 .2 1 3 .3

M u n i c i p a l i t i e s  1 /

T o t a l  t a x  c o l l e c t i o n s 1 4 ,6 6 3 1 0 ,2 3 2 7 ,7 5 1 5 ,7 6 5
Inco m e t n x o s :

Amount 1 ,2 8 6 754 221 155
4 o f  t o t a l  t a x e s 8 .8 7 .4 2 .9 2 .7

G e n e r a l  s a l e s  t a x e s :
Amount 1 ,5 8 0 93 4 840 532
4 o f  t o t a l  t a x e s 1 0 .8 9 .1 1 0 .8 1 0 .1

Incom o and  s a l e s  —  4 1 9 .6 1 6 .S 1 3 .7 1 2 .8

C o u n t ie s
T o t n l  t a x  c o l l e c t i o n s 8 ,7 0 2 5 ,7 0 2 4 ,1 4 9 2 ,7 9 0

In co m e t a x e s : (2 4 ) « ) ( 1 ) (0 )
Amount 167 16 6 ----  1
4  o f  t o t a l  t a x e s 1 .9 0 .3 0 .1

1
0

G e n e r a l  s a l e s  t a x e s : (5 9 5 ) (3 3 0 ) (1 4 5 ) (6 5 )
Amount 590 202 91 S3
4 o f  t o t a l  t a x e s 6 .8 3 .5 2 .2 1 .9  (

In co m e and s a l e s  —  4 8 .7 3 .8 2 .3 ! . 9

Features



TABLE 2. CITY INCOME TAXES, nATES AND COLLECTIONS 
(Oollir amounts in thousands)

Rate
12/31/69

Municipal tax collections, 1967 GB

Stan and City Income tax collections

(percent) Total
tax

collections

As '/. of 
Amount total 

collections

Alabama:
Cadsdsn 2.0 S 4,420 $ 2.548 67.6

Delaware:
Wilmington

!4 of IX 
or X of IX 1 11,778 2

3 3

Kentucky:
Covington 2.0 3,326 1,225 36.8
Lexington 1.5 8.939 4,292 48.0
Louisville 4 1.25 31,246 16,428 52.6

Maryland: 
Baltimore City

X of State tax 
SOX 176,886 30,211 17.1

Michigan:
Detroit G 6 165,000 47,337 28.0
Flint 6 10,681 8,704 52.5
Grand Rapids s 13,082 4,243 32.4
Lansing 5 0,243 3 3
Pontisc 6 0.063 3 3
Saginaw G C.GD3 3,367 50.3

Missouri:
Kansas City 0.5 45,345 11,531 25.4
St. Louis 1.0 69,326 30,351 34.0

New York:
New York City 0.4-2.07 2,680,466 430,191 16.0

Ohio:
Akron 1.0 21,723 11,130 51.3
Canton 1.4° 5,944 4,469 75.0
Cincinnati 1.0 48.293 20,365 42.2
Cleveland 1.0 68,447 9,076 14.1
Cleveland Heights 1.0 3,546 3 3

Columbus 1.0 25,467 10,202 71.8
Dayton 1.0 25,227 14.751 53.5
Euclid 1.0 5,438 013 1G.0
Hamilton 1.0 3.380 2,034 "G0.2
Kettering 1.0 2,245 3 3
Lakewood 1.0 3,350 3 3
Lima 1.0 2,410 1,613 CG.7
Lorain. 1.0 3,1 GG 3 3
Psrma 1.0 4,120 3 3

A C I R . The Community and che Municipal Income Tax.

TABLE 2. CITY INCOME TAXES, RATES AND COLLECTIONS (cont'd)
(Dollar amounts in thousands)

• ‘ i

State and City
Rato

12/31/69
(percent)

Municipal

Total
tax

collections

tax collections, 

Income tax

Amount

1957-68 

collections 
As % of 

total 
collections

Ohio (cont'd)
Springfield 1.0 4,154 2,966 71.4
Toledo 1.5 25,987 17,043 G5.6
Warren 1.0 3,194 2,162 68.3
Youngstown 1.5 10,235 7,236 70.7

Pennsylvania?
Ablngton Township I.O1’ 2,439 3 3

Allentown 1.0’° 5,685 1,044 18.4
Altoona 1.0" 2,604 1.483 55.3
Bethlehem 1.010 4,326 541 12.5
Chester 1.013 3,269 1,611 49.0
Erie 1.0’° 8,610 1,593 19.9
Harrisburg I.O10 4,411 935 21.2
Johnstown 1.0" 2,259 412 18.2
Lancaster 0.5’3 2,222 59G 26.8
Penn Hill Township 1.0" 1,763 052 est. 37.0
Philadelphia 3.013 265.01G 126,247 47.0
Pittsburgh I.O10 55,374 11,237 20.3

■ Reading I.O13 4,850 3 3
Scranton 1.010 14 5,113 1,048 20.5
Wilkes Barra 0.5’0 3,325 1,195 35.9
York 1.010 2,280 523 22.3

Nolo: Includes on ly  cities w ills BO,000 or more inhabitants in 1900. Excludes Washington, 

I ) .  C ., w hich lias a graduated net income tax that is more closely akh : to a Stale  
tux than to the m unicipal income taxes. Also excludes the Denver Employee 

Occupational Privilege T a x  o f $2 per employee per month, which applies only to 
employees earning at least S2B0 per month.

i '
i
I.

ii
f

 ̂If 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 !4ofl%; on ;

income of $6,000.01 or more Vi of 1%. The tax rates apply Io total income, j

not merely to the proportion of income falling within a given bracket. In this 

sense the tax is not a typical graduated levy.

^Fiscal year 1967 collections.

------      ^ ........ , 1 .ri'T,'*.11' - f «m*. , i , r v . T s ' f .  '.y.,riLi



SECTION VI
Per C a p i t a  G e n e r a l  R e v e n u e  in  t h e  48 Largest C it ie s  

b y  S o u rce  a n d  C ity

Fiscal 1073

From own sources

Selected

Inter­govern­mentalTotalownsources' Total** PropertyTotal

1002 1022 1032 1012 1011, 1010, 
10  IS , 1000, 1052, 1054. 1050. 1057. 105,3. 1050. 1000. 
1001. 
10C2. 1003. 1001. 1005. 1000,
1007.
1008. 
moo.1070. 1071 .
1072,
1073.

Total  ................
A tlanta........................Baltimore....................Birmingham................ .......................Huirato........................Chicago..................... .Cincinnati..................Cleveland..................Columbus..................Dallas........................Denver......................Detroit......................F.l Paso  ...........Fort Worth................Honolulu...................Houston.....................Indianapolis...............Jacksonville...............Kansas C ity ...............Long lli-nch...............Los Angeles...............LoultiVllla..................Memphis...................Miami.......................Milwaukee...............Minneapolis.............Nashville- Davidson..Nuwark....................Now Orleans............Now York................Norfolk....................Oakland...................Oklahoma CJily........Omaha.....................Philadelphia.............

Phoenix...................
Pittsburgh...............Port land..................St. Louis..................St. Paul...................San Antonio.............Kan Diego................San Francisco..........San Jose..................Seattle.....................Toledo....................Tulsa.....................Washington. 1>. (!..

$540.77
3M .22 053.40 201.2(1 828.28 542.17 2K1.24077.73201.74 210.42 200.87 470.311 4311.52 142.15 153.(1!) 270.0!)173.01201.02223.00 320.05 331.85 270.45301.01410.00 201.88 200.78 281.55 450.50800.13270.14 1,200.02010.15313.01201.02 220.08 425.72 220.01) 235.77 282.00 342.03 271.84135.00 217.17814.31 253.70328.00207.32 201). 511 ,414.70

248.07 301). 07 109.44 575.31 238.73200.08 •152.11 180.21)155.25 189.02 309.79 253.51 133.12 141.49 212.30147.01172.71 101.HO 250.59272.02 207.62 200.33101.02 177.15 150.05 109.0/ 311.90423.25183.71 018.22 201.81 218.08 145.51)110.4!) 201.42 145.04 103.13 173.85 251.24 175.09 107.74 130.00 507.88168.50 200.02 147.30157.50 703.75*

General
calcs Income

820.11 S40.74

. ,__
__ 40.87

7.7.70 34.05

.07 —
20.0!) ----

__ 04.00
__ 04.40
__ 77 21

28.20 —
81 77 —-

09.00

55.00 <—
___ 3ft. 17

51.62 — ■
00.83 100.65
23.23 —
20.38 —
33.67 —
31.44 *—

110.03
41 .07 —

2ft. 78
, •— —

24.17 66.37
--. -—

17. ia —
27.07 —
•II.7ft -— ■
26.7a — *
17. mi *—

00.73
61.17

10ft.7112H.M

5228.89
05.25

683.49
34.702811.97303.44
80.20

225.01 
75.45 
65.17 
10.94100.00

180.01 
0.0311.00 

00.70
25.40 01.01 
69.09 
70.35 
60.83 
08.87

101.31 
25S.5S

24.72
110.13
114.68
144.61
375.19

02.43
018.40 
315.3601.112

55.43 71.20
131.31 

75.811 
72.01

108.21 
01.311 
0-5.85 
27.33 
80.67 

330.43 
05.11 

121.08 (10.02 61 .05 
|  051.01

* Includes amount for charges ami miscellaneous general revenue not shown separately, 
“ Includes amount for miscellaneous tux revenuu not shown separately.* Includes su it,  million or 821.05 per capita for imeiuploymeat compensation revenue.
Source. Department of Commerce, llureati of the Census.

Unit
Cross debt   •  ......Short-term. , .............Long-term. . . . . . . . . . .  •Full faith and credit. Nonguarantcod........
County......................Short-term..............Imng-torm................
C i t y ...............................................Short-term..............Long-term...............Township...................Short-term..............Long-term................School district.............Short-term..............

Long-term................Special district............Short-term..............Long-term...............

S/3,220 1,! Id 
22,080 
17,610 
4,671

2,018 8(1 
1,038 

12,059 
610 

12,113 010 15 
on i 

3,800in
3,715
4.125

415
3,710

S ilnri'M '0 0 2 - 1 9 .6 0  are as of June 30; l . e g l l  '* I >f*|i.»rtmiMic, of Common'*, Ifuremi <>

Tax Vmimlacion Inc.-Facts & Figures o nGojil t • Finance, 1975.



T A B L E  5  -  A V E R A G E  A N N U A L  R A T E  O F  I N C R E A S E  O R  D E C R E A S E  { - )  
IN  T H E  R E C E I P T S  F R O M  M A J O R  F E D E R A L ,  S T A T E ,  A N D  L O C A L  T A X E S ,  

S E L E C T E D  P E R I O D S  1 9 4 8  T H R O U G H  1 9 7 2  E S T .

l,om 1948 1972 est. 1968-1972 est. 1963 1968 1958 1963 1953 1958 19431953

By Level of Government:

Federal, State and Local 7.0 9.0 7.2 5.9 3.3 10.3

Federal GO 6.7 6.3 5.0 1.6 10.6
Slate and Local 92 12.8 9.0 7.7 7.8 9.4

State 9.6 13.6 10.5 8.2 7.2 9.4

Local 8.7 11.8 7.3 7.2 8.3 9.4

tty Ty/ia ot Tux, by Government: 

Federal

Individual income 0.9 8.4 7.6 6.5 3.1 9.1
Corporation income 5.1 2.8 5.8 1.0 (-1.1) 17.0
Sales, gross receipts, and customs 3.3 4.0 2.7 4.7 1.7 6.2

Death and gilt 7.8 15.4 7.1 9.2 9.6 0.3

All other 4.6 5.8 (-7.6) 18.1 1.3 7.6

State

Individual Income 14.7 21.1 16.3 13.9 9.8 14.2

Corporation Income 0.6 14.1 10.8 8.1 4.7 6.7

General sales and gross receipts 10.9 14.1 13.5 9.0 7.0 10.6
Selective sales and gross receipts 7.0 10.1 7.0 6.9 6.8 8.1
Motor vehicle and operators licenses 7.2 6.9 6.9 4.7 8.3 9.9

Death and gift 8.0 12.0 7.9 11.1 9.6 4.3

All other 7.8 11.6 6.4 6.7 5.7 10.5

Local

Property 8.4 11.2 7.0 7.2 8.4 9.0

Sales anil gross receipts 10.4 22.1 4 2 7.8 8.0 12.4

Individual income* 17.9 209 28.2 7.7 17.0 17.1

All other 6.9 1-2.0) 8.9 6.8 4.3 11.7

'incluilt** m ln o f # m o u n u o l  c o rp o ra t io n  in to nw  la***. 
G o u i c i :  ACIM f c o m pu ta tio n ! , b « tfd  on  t a b l t  3,

A C I R , L o c a l  R e v e n u e ,  D i v e r s i f i c a t i o n :  i n c o m e ,  S a l c s , T a x e s ,
& U s e r  C h a r g e s , 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 
a r e :

Representative Lisa Rudd, Chair *
Representatives Merle Snider, Bill Miles, Sally Smith, 
Randy Phillips, Nels Anderson, Pete Lovseth, A1 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 in 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 r e s i d e n t s .

S e p t e m b e r ,  1977 Public hearing announcements provided 
to interested persons and newspapers 
in the community and surrounding 
area.



Summary and History of House Bill 202

I n t e r i m  C o m m it tee  R e p o r t  c o n t ' d ............. P age  2
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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, whi c h  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 p r o p e r t y ) .

As the bill is 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 p r o p e r t i e s . At that time, the question was 
whether it was fair to tax the pipeline, but not any of 
the other valuable property in the unorganized areas.
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In fact, I believe the oil ii dustry raised this question 
as a constitutional "equal protection" issue 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 w i t h  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 in 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 h a r d  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, in 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 
r e a s o n s :

imposed taxation forces the formation of local 
g o v e r n m e n t .

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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improved land to be taxed (i.e. local electric 
company) w o u l d  result in higher rates to consumer.

SUGGESTED AMENDMENTS T O  HB 2 0 2 :

remove exemption for unimproved land 

clarify vague language in the bill 

provide a definition of unimproved land

R E COMMENDATIONS BY PUBLIC HEARING PARTICIPANTS:

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

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

3. 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.

4. Heed for more public testimony.



KETCH IKA N  GATEWAY BOROUGH
3 4 4  F R O N T  S T R E E T  

K E T C H I K A N ,  A L A S K A  9 9 9 0 1

!
June 6, 1977

The Honorable L isa  Rudd 
2827 Lore Road 
Anchorage, Alaska 99507

The Honorable Ms. Rudd:

I am w r i t i n g  i n  response to your l e t t e r  request ing test imony 
r e l a t i v e  to House B i l l  75, borough or c i t y  net income tax . The 
o v e r a l l  concept of t h i s  b i l l  has m e r i t ,  e s p e c i a l l y  i n  tha t  income 
tax i s  g e n e r a l l y  accepted as a more f a i r  t axa t io n  than property 
tax or sa les tax . There are a great many d e t a i l  quest ions tha t 
deserve some con s id e ra t io n  before I cou ld support such l e g i s l a t i o n .

(1) Why should rea l  and personal property taxes be sep­
ara ted ,  thus a l l ow in g  on ly  one or the other to be imposed 
i n  con jun c t io n  w i th  an income tax? Property tax should 
be one c l a s s i f i c a t i o n  fo r  the purposes of  t h i s  l e g i s l a ­
t i o n  to avo id confus ing the s i t u a t i o n  more than i t  a lready 
i s .  In  recent years we have seen mob i le  homes chanqed 
from personal to rea l  property fo r  taxa t io n  purposes, 
which leaves an impress ion o f  amb igu ity  to confuse the 
issue .

(2) The proposal to refund the taxes c o l l e c t e d  w i t h i n  
a borough tha t has preempted a c i t y  income tax i n  pro­
po r t io n  to the amount of income tax revenue ra ised  by 
each c i t y  w i t h i n  the borough is  unc le a r .  Does i t  mean 
tha t the Borough w i l l  on ly  r e c e i v e  income tax from those 
persons l i v i n g  ou ts ide  the City? Does i t  mean fo r  those 
taxes generated w i t h i n  the C i t y  tha t  the tha t  the C i t y  
an Borough r e c e i v e  one-ha lf  (*s) each? Does i t  mean 
that the d i s t r i b u t i o n  i s  i n  the r a t i o  o f  each j u r i s ­
d i c t i o n s  tax le vy  for the appropr ia te  area i n s i d e  or 
ou ts ide  o f  each City?

(3) What are the opt ions  fo r  a borough to preempt the 
income tax l e v i e d  by a c i ty? Must they e s t a b l i s h  a 
s i n g l e  tax rate fo r  the e n t i r e  area ,  or can separate ,  
d i f f e r e n t  rates be set  fo r  borough and c i t y  income tax?



The Honorable Lisa Rudd
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These quest ions are important to answer before t h i s  l e g i s l a t i o n  
becomes law. The borough and c i t i e s  prov ide d i f f e r e n t  s e r v i c e s .
The borough s e r v i c e s ,  i n c l u d i n g  educa t ion ,  app ly to a l l  borough 
r e s id e n t s ,  both i n s i d e  and ou ts ide  of the c i t i e s .  The tax rates 
should be ad justed to r e f l e c t  a h igher  ra te  i n  the c i t i e s  to 
r a i s e  funds fo r  those c i t y  se rv ices  to be funded by income taxes.

I apprec ia te  the oppor tun i ty  to f u r n i s h  my op in io ns  fo r  
the cons id e ra t io n  o f  your committee.

W. J. VerwoJf 
Borough Manager

WVJ/aa



C i t y  o f  K o d i a k
PHONE (907) 486-3224 TELEX 25345 

P.O. BOX 1397 
KODIAK ALASKA 99615

June 8, 1977

Ms. Lisa Rudd, Chairman

House Community 1) Regional Affairs Committee 

Pouch V
Juneau, Alaska 99811 

Dear M s . R u d d :

If reference to your letter dated May 29, 1977, pertaining to I IB 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

‘Herman T. Beukefs 

Acting City Manager

HTB/yt



M u n i c i p a l i t y
o f

A n c h o r a g e

P O U C H  6 650

A N C H O R A G E ,  A L A S K A  99502 

(907) 274-2525

G E O R G E  M .  S U L L I V A N .  

M A Y O R

O F F I C E  O F  T H E  M A Y O R

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. I would appreciate you notifying me as to whether or not 
an Anchorage hearing is possible.

Yours very truly,

J!
Ad Hoc Tax Review Commission

/ 1 w

cc: Mayor Sullivan



O i l y ,  o $  i f o l d o t n a

B o x  4 0 9 Phone 262-4492
SOLDOTNA, ALASKA 

99669

June 3, 1977

The H o n o r a b l e  L i s a  R u d d  
A l a s k a  H o u s e  of R e p r e s e n t a t i v e s  
2 8 2 7  L o r e  R o a d  
A n c h o r a g e ,  A l a s k a  9 9 5 0 7

Re: H o u s e  Bi l l  75

Dear R e p r e s e n t a t i v e  Rudd:

In r e s p o n s e  to yo u r  May 29, 1977 l e t t e r  to A l a s k a n  m u n i c i p a l i t i e s  
on H o u s e  Bill 75, the C i t y  of S o l d o t n a  w o u l d  c e r t a i n l y  a p p r e c i a t e  
n o t i f i c a t i o n  of any h e a r i n g s  on H B 7 5  that w i l l  be h e l d  on the 
K e n a i  P e n i n s u l a .

In ca s e  the C i t y  d o e s  not h a v e  the o p p o r t u n i t y  to p a r t i c i p a t e  
at any h e a r i n g s ,  the f o l l o w i n g  c o m m e n t s  are g i v e n  as testimony:

1. T h e  l i m i t a t i o n  of o n l y  two t a x e s  w o u l d  p l a c e  a 
s u b s t a n t i a l  l imit on the a b i l i t y  of m a n y  c i t i e s  to raise 
r e venue. M a n y  c i t i e s  c u r r e n t l y  levy sales, p r o p e r t y  
re a l t y  a n d  p e r s o n a l t y  taxes. To cut out any of these 
w o u l d  limit the p o t e n t i a l  r e v e n u e  a m u n i c i p a l i t y
m i g h t  raise.

2. A net i n c o m e  tax w o u l d  n e ver p a s s  a v o t e r ' s  
r e f e r e n d u m  in mo s t  A l a s k a n  m u n i c i p a l i t i e s .  T h i s  
w o u l d  e f f e c t i v e l y  r e d u c e  the a b i l i t y  to r a i s e  r e v e n u e s  
u n d e r  I1B75.

T h a n k  you for th i s  o p p o r t u n i t y  to su b m i t  this t e s t i m o n y .  

S i n c e r e l y ,

F r a n k  G. M i e l k e  
C i t y  A d m i n i s t r a t o r

F G M / p b



PHONE (907) 486-3224 TELEX 25345 

P.O. DOX 1397 
KO DIAK A LASKA  99615

June 8, 1977

Ms. Lisa Rudd, Chairman

House Community 5 Regional Affairs Committee 

Pouch V
Juneau, Alaska 99811 

Dear M s . R u d d :

If reference to your letter dated May 29, 1977, pertaining to 1115 75 

which authorizes a Borough or City tax on net income. T h e  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, w e  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

•/' I-' ■
Herman T.

Acting Cl ty Manager

BeukeVs

HTB/yt



ANCHORAGE, ALASKA 99502 
(907) 274-2525

POUCH 6-650

G E O R G E  M .  S U L L I V A N .  

M A Y O R

O F F I C E  O F  T H E  M A Y O R

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. I would appreciate you notifying me as to whether or not 
an Anchorage hearing is possible.

Yours very truly,

Ji
Ad Hoc Tax Review Commission

/ lw

cc:  Mayor Sullivan



City, tfotdotna
Box 409 Phone 262-4492

SOLDOTNA, ALASKA 
99669

Jun e  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 IIB75.

Thank you for this opportunity to submit this testimony.

Sincerely,

Frank G. Mielke 
C i t y Ad m i n i s t' r a tor

FCM/pb
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Introduced: 5/25/77
Referred: Community & Regional 
Affairs, J u diciary and Finance

IN THE HOUSE BY PAR R  A N D  C OWPER 

SPONSOR SUBSTITUTE F OR HOUSE BILL NO. 75 

IN THE L EGISLATURE OF THE STATE OF A LASKA 

TENTH L EGISLATURE - FIRST SESSION 

A  BILL

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

i n c o m e ."

BE IT ENACTED BY THE L E G I S LATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.53 is amended by adding a new section to read:

AR T ICLE 6. M UNICIPAL T AX ON NET INCOME.

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

of a m u nicipality may, by referendum, enact an ordinance adopting by 

reference a local income tax imposed upon individual residents and 

corporations doing business w i t h i n  the municipality. The tax shall be 

ercentage of the liability of the resident or corporation of the tax 

imposed under the A laska Net Income Tax (AS A3.20).

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

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 s u c c e e d­

ing calendar year until the tax rate is modified by a subsequent o r d i­

nance. A m u nicipality imposing an income tax may repeal the tax. A

municipality may impose, modify or repeal an income tax only after first

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

previous year. Enactment, m o dification 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) An income tax imposed under this section shall be administered 

by the commissioner of revenue, w ho shall collect and account for the 

revenue in the m a n n e r  provided in AS 43.20.360.

(e) A b o r o u g h  m ay preempt an income tax levied by a city under 

this section by adopting an areawide income tax. The commissioner shall 

refund the taxes collected w i thin the borough to the borough and all 

cities w i t h i n  the borough in proportion to the amount of income tax 

revenue raised by each city w i t h i n  the borough unless the borough and 

all cities w i t h i n  it m u t u a l l y  agree on a different m ethod of sharing.

(f) A  m u n i c i p a l i t y  may levy the tax authorized under this section 

if it levies and collects not more than one of the following taxes 

authorized by law:

(]) 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, n o n­

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 income)

Sec. 3. AS 29.53.035 i3 amended by adding a new subsection to read:

(f) A  munici p a l i t y  which levies an income tax under sec. 500 of 

this chapter m ay exempt from taxation real or personal property.

Sec. 4. AS 43.20.160(c) and (d) are amended to read:

(c) The department shall prescribe and furnish all n e cessary forms, 

and adopt and publish all necessary regulations in plain and concise 

language conformable w i t h  this chapter for the assessment and collection



of the taxes imposed by secs. 10 - 350 of this chapter and for a m u n i c i­

pal tax on net income levied and collected un d e r  a u thority o f  AS 29.53.- 

500 and sec. 360 of this c h a p t e r . The department shall apply as far as 

practicable the admi n i s t r a t i v e  a nd judicial i n t erpretations of the 

federal income tax law. The department shall also prepare a concise 

statement of *-he contents of the code sections r e f e r r e d  to in this 

chapter for t> information of the taxpayer and mak e  them available to 

the taxpayer m aking a return.

(d) All mo n e y  collected by the department un d e r  secs. 10 - 350 of 

this chapter shall be deposited in the general fund of the state.

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

(a) Every employer m a k i n g  payment of wages or salaries shall deduct 

and withhold an amount of tax computed in a m a n n e r  to approx i m a t e  the 

amount of tax due on those wages under this chapter and under an income 

tax levied by a m u n i c i p a l i t y  in accordance w i t h  AS 29.53.500 and 

collected by the department for that year. The department shall publish  

the rate of wi t h h o l d i n g  required by this section and the rate required 

by the income tax levy of a municipality w h i c h  shall be exp r e s s e d  as a 

percentage of the amount required to be w i t h h e l d  under sec. 3402 of the 

Internal Revenue Code of 1954. Every employer m a k i n g  a deduction and 

a wi t h h o l d i n g  shall furnish to the employee upon request a record of 

the amount of tax withheld from the employee on a form prescribed by the 

d e p a r t m e n t .

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 n o n r e sident individuals 

by a general law munic i p a l i t y  [CITY] or by a home rule m u nicipality 

[CITY] or any other political subdivision of the state except as 

provided by AS 2 9 . 5 3 . 5 0 0 .
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*  Sec. 7. AS 43.20 is a m e n d e d  by adding a n e w  section to read:

A R T ICLE 6. M U N I C I P A L  T AX ON NET INCOME.

Sec. 43.20.360. ADMINISTRATION. (a) Municipal income taxes 

levied and collected un d e r  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.

(c) The commissioner shall determine each m u n i c i pality's share of 

the cost cf administering this section. In determining each m u n i c i­

pality's share, the c o mmissioner shall apportion the cost of collection 

and accounting for the funds in proportion to the tax collected from each 

m u n icipality of the state w h i c h  levies an income tax. The commissioner 

may w i t h h o l d  the prorated share of the cost of collecting and accounting 

for funds, but the amount w i t h h e l d  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.
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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 IIB 83. This bill 
amends AS 29.G8.10 by adding a new section stating that if 10 p e r­
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 c o n­
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 p r o­
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 
a n n e x a t i o n .

cc: All Members of Alaska Legislature
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Introduced: 1/21/77
Referred: Community &  Regional 
Affairs and Finance

IN THE HOUSE BY M ALONE

HOUSE BILL NO. 8 5 

IN T HE LEGISL A T U R E  OF THE STATE OF A L A S K A  U f r k ,  & K  U&'UJ'l 

TENTH L E G I S LATURE - FIRST SESSION 

A  BILL

For an A c e  entitled: "An Act relating to residential property exemption

fro m  real property tax."

BE IT ENACTED BY T H E  L E G I S LATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.53.025(a) is amended to read:

(a) M unicipalities m ay exclude or exempt or partially exempt

r esidential prope r t y  from taxation by ordinance ratified by the voters 

at a regular or special election. [AN EXC L U S I O N  OR EXEMPTION A U T HORIZED 

BY THIS S E C TION M A Y  NOT EXCEED $10,000 F OR ANY ONE RESIDENCE.]

$ n I  • • Lf"

M 4 . U A u fa l' f& X M M M A U . d M  H u .  f a w i’L

A  f a / .
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Introduced: 1/21/77
Referred: Community &  Regional 
A f f airs and Judiciary

IN THE HOUSE BY MALONE

HO U S E  BILL NO. 87 

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

TE N T H  LE G I S L A T U R E  - FIRST SESSION 

A  BILL

For an Act entitled: "An A c t  relating to a p propriations and grants from

boroughs to service areas and cities; and p roviding 

for an effective date."

BE IT ENACTED BY THE LE G I S L A T U R E  OF THE STATE OF ALASKA:

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

(b) The assembly may levy or authorize the levying of taxes, 

charges, or a csessments in service areas to finance the special services 

or may by ordinance a u thorize appropriations from areawide taxes or other

a r eawide revenues to finance all or part of the special service and, 

a f ter enactment of an authorizing ordinance, may make appropriations for 

tie purpose a u t h o r i z e d .

* S e e . 2. AS 29.73 is a m e nded by adding a n e w  section to read:

Sec. 29.73.070. REVENU' SHARING GRANTS BY BOROUGHS. A  home rule 

or general law b o r ough of any class m ay mak e  grants from areawide taxes 

o j :  other areawide revenues to cities w i t h i n  the b o r ough or service areas 

of the borough for a function the city or service area is a u t h orized to 

perform. Grants so m a d e  shall be authorized by borough ordinance.

* Sec. 3. AS 29.13.100 is a m e nded by adding a n e w  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 

b o r o u g h  m ay be expended on general a d m i n i strative c osts^ [AND] on area- 

w id e  f u n c t i o n s , and as authorized in AS 29.63.090(b) and 29.73.070 only.

-1" HB 87
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1 Revenues levied and collected in the area outside cities only may be

2 expended on general a d m i n i strative costs and functions w h i c h  render

3 service to the area outside cities only.

4 * Sec. 5. AS 29.53.010 is amended to read:

5 Sec. 29.53.010. GENERAL PROP E R T Y  TAX. Home rule and general law

6 boroughs m ay levy (1) an areawide prope r t y  tax for areawide functions,

7 for appropriations authorized under AS 29.63.090(b), for grants a u t h o­

8 rized under AS 29.73.070; and (2) a property tax limited to the area

0 outside cities for functions limited to the area outside cities. A

10 property tax if levied must be assessed, levied and collected on real

11 and personal property as p r o v i d e d  in this chapter.

12 *  Sec. 6. This Act takes effect immediately in accordance w i t h  AS 01.10.-

13 0 7 0 ( c ) .
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Introduced: 1/21/77
Referred: Community & Regional 
Affairs and Finance

IN THE HOUSE BY MALONE

HOUSE BILL NO. 8 5 

IN THE LE G I S L A T U R E  OF THE STATE OF A L ASKA 

TENTH L E G I S L A T U R E  - FIRST SESSION 

A  BILL

For an Act entitled: "An Act relating to residential property exemption

from real prop e r t y  tax."

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF A L A S K A :

*  Section 1. AS 29.53.025(a) is amended to read:

(a) M unicipalities m a y  exclude or exempt or partially exempt 

r esidential property from taxation by ordinance ratified by the voters 

at a regular or special election. [AN EXCLUSION OR EXEMPTION AUTHORIZED 

BY THIS SECTION M AY N OT EXCEED $10,000 FOR ANY ONE RESIDENCE.]
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December 8, 1975

P  i 1  f tlt/Q fO v L

S e n a t o r  G e n i e  C h a n c e  
3 1 0  "K" S t r e e t  
S u i t e  7 0 1
A n c h o r a g e ,  A l a s k a  9 9 5 0 1  

D e a r  S e n a t o r  C h a n c e :

I a m  p l e a s e d  t o  e n c l o s e  w i t h  t h i s  l e t t e r  t w o  p i e c e s  o f  p r o p o s e d  
l e g i s l a t i o n  w h i c h  r e p r e s e n t  t h e  r e c o m m e n d a t i o n s  o f  t h i s  i n t e r i m  
c o m m i t t e e  in t h e  a r e a  o f  s h a r e d  r e v e n u e s  w i t h  m u n i c i p a l i t i e s .
T h e  p r o p o s e d  l e g i s l a t i o n  is t h e  p r o d u c t  o f  a n u m b e r  o f  m e e t i n g s  o f  
t h e  c o m m i t t e e  in t h e  m o n t h s  s i n c e  t h e  a d j o u r n m e n t  o f  t h e  l e g i s ­
l a t u r e  p l u s  t w o  p u b l i c  h e a r i n g s .  O n e  o f  t h e s e  p u b l i c  h e a r i n g s  
w a s  n e l d  in c o n j u n c t i o n  w i t h  t h e  O c t o b e r  c o n v e n t i o n  o f  t h e  A l a s k a  
F e d e r a t i o n  o f  N a t i v e s ,  in o r d e r  to r e c e i v e  b u s h  c o m m u n i t y  v i e w ­
p o i n t s .  T h e  o t h e r  h e a r i n g  w a s  h e l d  in c o n j u n c t i o n  w i t h  t h e  
O c t o b e r  c o n f e r e n c e  o f  t h e  A l a s k a  M u n i c i p a l  L e a g u e .  I n  a d d i t i o n ,  
s u g g e s t i o n s  a n d  c o n s t r u c t i v e  c r i t i c i s m  w e r e  r e q u e s t e d  by m a l l  a n d  
r e c e i v e d  f r o m  a w i d e  v a r i e t y  o f  c i t i e s  a n d  c o m m u n i t i e s  t h r o u g h o u t  
t h e  .State of  A l a s k a .

It w a s  c o n s i d e r e d  c r u c i a l ,  s i n c e  r e v e n u e  s h a r i n g  h a s  b e e n  c r e a t e d  
s o l e l y  f o r  t h e  p u r p o s e  o f  a s s i s t i n g  m u n i c i p a l i t i e s  I n  t h e  f u n d i n g  
o f  n e e d e d  l o c a l  s e r v i c e s ,  t h a t  t h e  f i n a l  p r o d u c t  o f  t h e  c o m m i t t e e  
t a k e  m a x i m u m  n o t e  o f  t h e  v i e w s  and s u g g e s t i o n s  o f  t h e  v a r i o u s  
m u n i c i p a l i t i e s  a c r o s s  the* s t a t e .  T h e  e n c l o s e d  b i l l  r e p r e s e n t s  
w h a t  t h e  c o m m i t t e e  c o n s i d e r s  to be the m o s t  b e n e f i c i a l  a n d  m o s t  
f e a s i b l e  o f  t h o s e  s u g g e s t i o n s .

P e r h a p s  s o m e  r e v i e w  m i g h t  b e  in o r d e r  c o n c e r n i n g  t h e  n e e d  f o r  
r e v i s i o n  of  t h e  c u r r e n t  s h a r e d  r e v e n u e  p r o g r a m .  A l t h o u g h  t h e  
p r o g r a m  in c o n c e p t  c u r r e n t l y  e n j o y s  t h e  u n a n i m o u s  a n d  e n t h u s i a s t i c  
s u p p o r t  o f  e v e r y  m u n i c i p a l i t y  in t h e  s t a t e ,  t h e  f o l l o w i n g  w e r e  
c o n s i d e r e d  d e f i c i e n c i e s  w h i c h  n e w  l e g i s l a t i o n  c o u l d  c o r r e c t .

R e p r e s e n t a t i v e

M I K E  M I L L E R
A L A S K A  S T A T E  L E G I S L A T U R E
P.O. LlC'X 1 4 9 4  
J u n e a u . Ai.aska 9 0 0 0 2

H o m e  P h o n e  5 0 6 . 3 0 0 7  
L e g i s l a t i v e  P h o n e  4 0 5 - 3 7 3 9

H o u s e  M a j o r i t y  L e a d e r

Vice C h a i n m a n . I cciv.. a h y c  c o u n c i l

Vicr. C haiwmaii. S tatl a w  aims C o m m i t i e c

M i.miisk, H u l k !. C o v y n t r r

M r  m u  Kit, C o m m i t u 'k o n  coMMirrrca
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S e n a t o r  G e n i e  C h a n c e  
P a g e  if 2

F i r s t ,  it w a s  f e l t  t h a t  a " f o u n d a t i o n 1' a p p r o a c h  m i g h t  be  
u s e f u l  in t h e  f i e l d  o f  r e v e n u e  s h a r i n g — " f o u n d a t i o n "  a p p r o a c  
m e a n i n g  a f o r m u l a  w i t h  a f o u n d a t i o n  a m o u n t  s i m i l a r  in  c o n c e p  
to t h a t  u t i l i z e d  in t h e  s c h o o l  f o u n d a t i o n  s t a t u t e s .  T h e  
b e a u t y  o f  s u c h  a n  a p p r o a c h  is t h a t  w h e n e v e r  a  l e g i s l a t u r e  
w i s h e s  t o  r a i s e  t h e  f o u n d a t i o n  a m o u n t  (to r e c o g n i z e  i n c r e a s e  
in t h e  c o s t  o f  d o i n g  b u s i n e s s )  it is  n e c e s s a r y  m e r e l y  to 
a m e n d  o n e  w o r d  i n  ' h e  s t a t u t e s .  A b s e n t  t h e  f o u n d a t i o n  
a p p r o a c h  it is n e c e s s a r y ,  v;henever y o u  w i s h  t o  r e c o g n i z e  the 
i n c r e a s e  in t h e  c o s t  o f  d o i n g  b u s i n e s s ,  to  g o  i n t o  t h e  
s t a t u t e s  a n d  r e v i s e  t h e  p e r  c a p i t a  d o l l a r  f i g u r e  f o r  e a c h  of 
t h e  v a r i o u s  c a t e g o r i e s  i n  w h i c h  s h a r e d  r e v e n u e  a s s i s t a n c e  is 
g i v e n  t o  m u n i c i p a l i t i e s .  T h i s  it b o t h  c u m b e r s o m e  a n d ,  in 
p r a c t i c e ,  i n e q u i t i b l e .  S o m e  c a t e g o r i e s  t e n d  t o  g e t  r a i s e d ,
o t h e r s  d o  n o t  a n d  t h e  s y s t e m  c a n  e a s i l y  g e t  o u t  o f  b a l a n c e .

It w a s  f e l t ,  too, th a t  t h e  a m o u n t  o f  s h a r e d  r e v e n u e s  b e i n g  
d e s i g n a t e d  f o r  s m a l l  c o m m u n i t i e s  w a s  m u c h  t o o  s m a l l .  I t  w a s  
r e c o g n i z e d  t h a t  t h e  p r e s e n t  p u r e l y  p e r  c a p i t a  a p p r o a c h  j u s t  
d i d  n o t  o f f e r  the v e r y  s m a l l  c o m m u n i t i e s  e n o u g h  m o n e y  t o
a s s i s t  i n  a n y  m e a n i n g f u l  w a y  in m e e t i n g  t h e  o b l i g a t i o n s  o f
l o c a l  g o v e r n m e n t .  It w a s  r e c o g n i z e d  t h a t  w h e t h e r  a s e c o r d  
c l a s s  c i t y  h a d  25 r e s i d e n t s ,  or  75 r e s i d e n t s ,  o r  1 2 lj r e s i d e n t  
t h e r e  w a s  n o n e t h e l e s s  an i r r e d u c i b l e  m i n i m u m  c o s t  o f  d o i n g  
b u s i n e s s ,  a n d  t h a t  t h a t  m i n i m u m  w a s  j u s t  a s  g r e a t  f o r  v e r y  
s m a l l  v i l l a g e s  as it w a s  f o r  m e d i u m  s i z e d  s e c o n d  c l a s s  
c i t i e s .  It w a s ,  t h e r e f o r e ,  c o n s i d e r e d  d e s i r a b l e  t h a t  a  
m i n i m u m  g r a n t  b a s e  b e  e s t a b l i s h e d  f o r  t h e s e  c o m m u n i t i e s  a n d  
it w a s  f u r t h e r  c o n s i d e r e d  d e s i r a b l e  t h a t  t h e  b a s e  a m o u n t  
a g r e e d  u p o n  b e  as g e n e r o u s  as p o s s i b l e  i n  o r d e r  t h a t  t h e  

b e n e f i t s  o f  g o v e r n m e n t  on t h e  l o c a l  l e v e l  b e  e c o n o m i c a l l y  
f e a s i b l e  f o r  t h e  c o m m u n i t i e s .

A n o t h e r  d e f i c i e n c y  in t h e  c u r r e n t  s t a t u t e s  w a s  t h e  l a c k  o f  
t h e  r e q u i r e m e n t  f o r  s t a n d a r d s  a n d  c r i t e r i a  by w h i c h  t h e  
D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  c o u l d  d e t e r m i n e  
w h e t h e r  c o m m u n i t i e s  w e r e  a c t u a l l y  e n t i t l e d  t o  s h a r e d  r e v e n u e s  
i n  t h e  v a r i o u s  c a t e g o r i e s  u n d e r  w h i c h  t h e y  w e r e  s e e k i n g  aid. 
T h i s  d e f i c i e n c y  h a s  l o n g  b e e n  r e c o g n i z e d  b y  t h e  D e p a r t m e n t  
o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  a n d  h a s  b e e n  r e c o g n i z e d  
a d d i t i o n a l l y  by the L e g i s l a t i v e  B u d g e t  a n d  A u d i t  s t a f f .
T h i s  is n o t  to say t h a t  the s h a r e d  r e v e n u e  m o n i e s  a l i o t e d  to 
t h e  c o m m u n i t i e s  s h o u l d  b e  r e q u i r e d  to b e  s p e n t  in t h e  
c a t e g o r i e s  d e s i g n a t e d — f a r  f r o m  it. It w a s  a n d  s t i l l  :is t h e  
c o n s e n s u s  o f  t h e  c o m m i t t e e  a n d  o f  the m u n i c i p a l i t i e s  t h a t  
l o c a l  d i s c r e t i o n  s h o u l d  c o n t i n u e  in  t h e  s p e n d i n g  o f  s h a r e d  
r e v e n u e  r e c e i p t s .  It w a s  f e l t ,  h o w e v e r ,  t h a t  in  o r d e r  to 
r e c e i v e  s h a r e d  r e v e n u e  m o n i e s  in, f o r  e x a m p l e  t h e  f i r e  
d e p a r t m e n t  c a t e g o r y  it s h o u l d  b e  d e m o n s t r a t e d  t h a t  t h e  
c o m m u n i t y  c a n  m e e t  m i n i m u m  s t a n d a r d s  i n  t h a t  c a t e g o r y .
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F i n a l l y ,  t h e r e  w a s  a q u e s t i o n  p r o j e c t e d  b y  s o m e  c o m m u n i t i e s  
as t o  w h e t h e r  t h e  u s e  o f  c a t e g o r i e s  in s h a r i n g  s t a t e  r e v e n u e s  
w a s  e v e n  a p p r o p r i a t e .  It w a s  t h o u g h t  p e r h a p s  m o r e  a p p r o p r i a t e  
s i m p l y  t o  a l l o c a t e  a v a i l a b l e  d o l l a r s  t o  t h e  m u n i c i p a l i t i e s  
a n d  let e a c h  l o c a l  g o v e r n m e n t  e s t a b l i s h  i t s  o w n  p r i o r i t i e s  
w i t h o u t  r e g a r d  to  e x i s t i n g  m u n i c i p a l  s e r v i c e s .

I n  o r d e r  t o  c o r r e c t  t h e s e  d e f i c i e n c i e s  t h e  c o m m i t t e e  d r a f t e d  
t h r e e  a l t e r n a t e  p i e c e s  o f  l e g i s l a t i o n  f o r  c o n s i d e r a t i o n  b y  
t h e  c o m m i t t e e  a n d  t h e  m u n i c i p a l i t i e s  o f  A l a s k a .  W i t h  c o n s i d e r ­
a b l e — a n d  g r e a t l y  a p p r e c i a t e d — a s s i s t a n c e  f r o m  t h e  U n i v e r s i t y  
o f  A l a s k a / A n c h o r a g e ,  w e  w e r e  a b l e  t o  d e v e l o p  e x t e n s i v e  d a t a  
s h o w i n g  t h e  p r a c t i c a l  r e s u l t s  (i.e., t h e  d o l l a r s  to be 
r e c e i v e d )  f o r  e a c h  c o m m u n i t y  i n  t h e  s t a t e  u n d e r  t h e  v a r i o u s  
a l t e r n a t i v e s .  W e  d e v e l o p e d  s i m i l a r  d a t a  b a s e d  o n  p r o p o s e d  
l e g i s l a t i o n  a l r e a d y  i n  t h e  h o u s e  ( l e g i s l a t i o n  w h i c h ,  i n -  
c.idently, h a d  b e e n  p r e v i o u s l y  e n d o r s e d  by  t h e  A l a s k a  M u n i c i p a l  
L e a g u e )  a n d  a l s o  o n  a s i m p l e  p e r  c a p i t a  a l l o c a t i o n  o f  f u n d s  
t o  m u n i c i p a l i t i e s .  F o u r  o f  t h e s e  f i v e  t o t a l  a l t e r n a t i v e  
w e r e  s p e c i f i c a l l y  n o n c a t e g o r i c a l  i n  a p p r o a c h .  A l l  o f  t h e  
a l t e r n a t i v e s  a n d  a l l  o f  t h e  d a t a  w e r e  p r e s e n t e d  to d e l e g a t e s  
o f  t h e  A l a s k a  F e d e r a t i o n  o f  N a t i v e s  C o n v e n t i o n  a n d  d e l e g a t e s  
to t h e  A l a s k a  M u n i c i p a l  L e a g u e  C o n f e r e n c e .  I n  a d d i t i o n ,  
t h i s  m a t e r i a l  w a s  m a i l e d  to v i r t u a l l y  e v e r y  m u n i c i p a l i t y ,  
l a r g e  a n d  s m a l l ,  in t h e  s t a t e  w i t h  r e q u e s t s  f o r  e v a l u a t i o n s  

a n d  s u g g e s t i o n s .

I t h i n k  It w o u l d  b e  f a i r  tc s a y  t h a t  p r i o r  t o  t h e  h e a r i n g s  
a n d  m i a l i n g s  t h e r e  w a s  a s t r o n g  f e e l i n g  a m o n g  t h e  l a r g e r  
c o m m u n i t i e s ,  in  p a r t i u c l a r ,  t h a t  r e v e n u e  s h a r i n g  s h o u l d  be  
b a s e d  o n  t a x  e f f o r t .  T h e  f e e l i n g  w a s  t h a t  t h o s e  w h o  t a x  
t h e m s e l v e s  t h e  m o s t  s h o u l d  r e c e i v e  t h e  m o s t  a d d i t i o n a l  s t a t e  aid. 
T h i s  w a s  t h e  p r i n c i p l e  t h r u s t  o f  t h e  e x i s t i n g  p r o p o s e d  l e g i s l a t i o n  
w h i c h  t h e  A l a s k a  M u n i c i p a l  I.eague h a d  p r e v i o u s l y  e n d o r s e d .  T h e  
c o m m i t t e e  r e c o g n i z e d  t h i s  c o n c e p t  in t w o  o f  t h e  a l t e r n a t i v e s  t h e y  
p r o p o s e d ,  b u t  b u i l t  in a d d i t i o n a l  f a c t o r s  i n c l u d i n g  the a v a i l a b i l i t y  
o f  t a x  r e s o u r c e s  p l u s  tax e f f o r t  in r e l a t i o n  t o  t h o s e  r e s o u r c e s .  
I n t e r e s t i n g l y ,  w h e n  a l l  t h e  f a c t s — in t h e  f o r m  o f  s t a t e - w i d e  
c o m p u t e r i z e d  r e a d o u t s — w e r e  l a i d  b e f o r e  t h e  c o m m u n i t i e s  a v e r y  
n o t i c a b l e  m o d i f i c a t i o n  o f  o p i n i o n  b e c a m e  a p p a r e n t  d u r i n g  t h e  
h e a r i n g s  a n d  i n  c o u n t l e s s  c o n v e r s a t i o n s  a f t e r w a r d .  C o m m i t t e e  
rnemebers n o t e d  a d i s c e r n i b l e  r e l u c t a n c e  o n  t h e  p a r t  of c o m m u n i t i e s ,  
l a r g e  a n d  s m a l l ,  to t e r m i n a t e  t h e  c a t e g o r i c a l  a p p r o a c h .  W h a t  
w a s  n e e d e d ,  s e v e r a l  e l e c t e d  o f f i c i a l s  i n d i c a t e d ,  w a s  a b i l l  
w h i c h  m o r e  o r  l e s s  c o n t i n u e d  the " t r i e d  a n d  t r u e "  c a t e g o r i c a l  
a p p r o a c h ,  I n  t h e  p r e s e n t  r e v e n u e  s h a r i n g  s y s t e m  b u t  w h i c h  a l s o  
i n c o r p o r a t e d  t h e  " f o u n d a t i o n  a p p r o a c h " .
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B a s i c a l l y ,  t h e n ,  t h i s  i s  t h e  b i l l  w h i c h  t h e  i n t e r i m  s u b c o m m i t t e e  

h a s  p r o p o s e d :

F i r s t ,  t h e  b i l l  d o e s  c r e a t e  a m u n i c i p a l  " f o u n d a t i o n  

a p p r o a c h "  t o  r e v e n u e  s h a r i n g .  I t  d o e s  s o  b y  a l l o c a t i n g  

v a r y i n g  n u m b e r s  o f  u n i t s  t o  v a r i o u s  c a t e g o r i e s  o f  m u n i c i p a l  

s e r v i c e s  a n d  t h e n  m u l t i p l y i n g  t h o s e  u n i t s  t i m e s  p o p u l a t i o n , -  

a n d  t h e n  m u l t i p l y i n g  t h i s  p r o d u c t  t i m e s  a  " f o u n d a t i o n "  b a s e  

f i g u r e .  F o r  t h i s  b i l l  t h e  c o m m i t t e e  e s t a b l i s h e d  a  f o u n d a t i o n  

b a s e  a t  $ 1 . 0 0 .  I n  f u t u r e  y e a r s  i f  t h e  c o s t  o f  d o i n g  b u s i n e s s  

g o e s  u p ,  f o r  i n s t a n c e  1 1 $ ,  t h e  l e g i s l a t u r e  m a y ,  i f  i t  c h o o s e s ,  

r a i s e  t h e  f o u n d a t i o n  a m o u n t  b y  s i m p l y  c h a n g i n g  t h e  f i g u r e  

$ 1 . 0 0  t o  $ 1 . 1 1 .

I n  e s t a b l i s h i n g  c a t e g o r i e s  a n d  e s t a b l i s h i n g  u n i t  v a l u e s  
w i t h i n  e a c h  c a t e g o r y ,  t h e  c o m m i t t e e  d i d  i n d e e d  s t i c k  b y  t h e  

" t r i e d  a n d  t r u e "  c a t e g o r i e s  o f  p a s t  y e a r s .  P o l i c e  p r o t e c t i o n ,  

f o r  i n s t a n c e ,  w h i c h  i n  p r e v i o u s  y e a r s  e a r n e d  c o m m u n i t i e s  

s h a r e d  r e v e n u e  a t  t h e  r a t e  o f  $ 1 2 . 0 0  p e r  c a p i t a  w i l l  e a r n  

u n i t s  w i t h i n  t h e  f o u n d a t i o n  f o r m u l a  a t  t h e  r a t e  o f  1 2  u n i t s .  

F i r e  p r o t e c t i o n  i s  7 - 5  u n i t s  (as o p p o s e d  t o  $ 7 - 5 0  p e r  c a p i t a  
u n d e r  t h e  p r e s e n t  s y s t e m ) .  A d d i t i o n a l  i n g r e d i e n t s  i n c l u d e  

a i r  o r  w a t e r  p o l l u t i o n  c o n t r o l  (2 u n i t s ) ,  l a n d  u s e  p l a n n i n g  

(2 u n i t s ) ,  p a r k s  a n d  r e c r e a t i o n  (5 u n i t s ) .  T w o  i m p o r t a n t  
c h a n g e s  h a v e  b e e n  m a d e  i n  t h e  c a t e g o r i c a l  d e s i g n a t i o n s .

U n d e r  p r e s e n t  l a w  a  c o m m u n i t y  c a n  r e c e i v e  $ 5 - 0 0  p e r  c a p i t a  

f o r  o p e r a t i n g  e i t h e r  a s m a l l  b o a t  h a r b o r /  p o r t  o r  f o r  

o p e r a t i n g  m a s s  t r a n s i t  o r  f o r  o p e r a t i n g  a n  a i r p o r t .  I n  t h e  

p r o p o s e d  b i l l  5 u n i t s  c a n  b e  a c c u m u l a t e d  i n  e a c h  o f  t h e s e  

c a t e g o r i e s .  T h e  s e c o n d  I m p o r t a n t  d i f f e r e n c e  i s  t h e  a d d i t i o n  

o f  s o l i d  w a s t e  d i s p o s a l  a s  a n e w  c a t e g o r y ,  w h i c h  i n  t h e  

p r o p o s e d  b i l l  w i l l  b e  v a l u e d  a t  2 u n i t s .

T h e  p r o p o s e d  l e g i s l a t i o n  e s t a b l i s h e s  a  $ 2 5 , 0 0 0  m i n i m u m  g r a n t  

f o r  m u n i c i p a l i t i e s  w h o s e  l o w  p e r  c a p i t a  s t a n d i n g  w o u l d  

o t h e r w i s e  e a r n  t h e m  o n l y  s m a l l  a m o u n t s  o f  r e v e n u e .  T h e  

c o m m i t t e e  f e l t  t h e  $ 2 5 , 0 0 0  f i g u r e  w a s  a  g e n e r o u s  b u t  n o n e ­

t h e l e s s  f a i r  a m o u n t .  I t  w a s  i n t e r e s t i n g  t o  n o t e  t h a t  a t  

n e i t h e r  p u b l i c  h e a r i n g  w a s  t h e r e  a n y  e r i t i s m  o f  t h i s  a m o u n t .
A t  o n e  m e e t i n g  o f  t h e  c o m m i t t e e ,  a s i n g l e  I n d i v i d u a l  d i d  

o b s e r v e  t h a t  h e  t h o u g h t  t h e  f i g u r e  w a s  p r e t t y  h i g h  f o r  t h e  

v e r y  s m a l l e s t  c o m m u n i t i e s .  H e  d i d  n o t ,  h o w e v e r ,  s e e k  t o  

h a v e  t h e  c o m m i t t e e - c h a n g e  t h e  a m o u n t .

A d d i t i o n a l  f e a t u r e s  o f  t h e  b i l l  i n c l u d e  t h e  f o l l o w i n g :

S p e c i a l  s t a r t - u p  g r a n t s  h a v e  b e e n  e s t a b l i s h e d  i n  v a r i o u s  

c a t e g o r i e s  f o r  m u n i c i p a l i t i e s  w h o  d o  n o t  c u r r e n t l y  o f f e r  
s u c h  s e r v i c e s  a s  p o l i c e  p r o t e c t i o n ,  f i r e  p r o t e c t i o n ,  a i r

December 8, 1975
Senator Genie Chance
Page ilW



December 8, 1975
Senator Genie Chance
Page if 5

a n d  w a t e r  p o l l u t i o n  c o n t r o l ,  l a n d  use p l a n n i n g ,  . 
p a r k s  a n d  r e c r e a t i o n ,  s m a l l  b o a t  h a r b o r s / p o r t s ,  a i r  
p o r t s  o r  m a s s  t r a n s i t  s y s t e m s .  T h e  D e p a r t m e n t  of 
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  is s p e c i f i c a l l y  c h a r g e d  
w i t h  c r e a t i n g  m i n i m u m  s t a n d a r d s  o f  s e r v i c e  i n  t h e  
v a r i o u s  c a t e g o r i e s  f o r  w h i c h  m u n i c i p a l i t i e s  c a n  r e c e i v e  
r e v e n u e  s h a r i n g .  R e v e n u e  s h a r i n g  f o r  h o s p i t a l s  r e m a i n s  
v i r t u a l l y  t h e  s a m e  a s  u n d e r  c u r r e n t  l a w  e x c e p t  t h a t  
r e s p o n s i b i l i t y  f o r  a d m i n i s t e r i n g  t h i s  s e c t i o n  is  t r a n s f e r r e d  
t o  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s .
A d d i t i o n a l l y ,  i n  t h e  a r e a  o f  h e a l t h ,  a p a r a g r a p h  s p e c i f i e s  
t h a t  n o  h o s p i t a l  o r  h e a l t h  f a c i l i t y  s h a l l  b e  e l i g i b l e  
f o r  r e v e n u e  s h a r i n g  u n l e s s  t h e  f a c i l i t y  h a s  r e c e i v e d  a 
C e r t i f i c a t e  o f  N e e d  f r o m  a m u n i c i p a l i t y  o r  t h e  s t a t e .
T h i s  p a r a g r a p h  a n t i c i p a t e s  t h a t  " C e r t i f i c a t e  o f  N e e d "  
l e g i s l a t i o n  w i l l  b e  p a s s e d  i n  t h i s  s e s s i o n  o f  t h e  
l e g i s l a t u r e .  A n o t h e r  i n t e r i m  c o m m i t t e e  i s  s t u d y i n g  t h e  
w h o l e  b r o a d  a r e a  o f  h e a l t h  f a c i l i t i e s  so t h i s  s e c t i o n  m a y  
u n d e r g o  s u b s t a n t i a l  m o d i f i c a t i o n  w h e n  t h a t  i n t e r i m  
c o m m i t t e e  c o m p l e t e s  i t s  d e l i b e r a t i o n s .  S h a r e d  r e v e n u e s  
f o r  r o a d  m a i n t e n a n c e  r e m a i n s  v i r t u a l l y  t h e  s a m e  as 
c u r r e n t  law. A v e r y  i m p o r t a n t  f e a t u r e  o f  t h e  n e w  
l e g i s l a t i o n  is t h a t  i f  a n e w  s e c o n d  c l a s s  c i t y  is 
c r e a t e d  i n  a n  o r g a n i z e d  b o r o u g h  a f t e r  p a s s a g e  o f  t h i s  
law, t h e  c i t y  w o u l d  n o t  be e l i g i b l e  f o r  t h e  $ 2 5 , 0 0 0  
m i n i m u m  g r a n t .  T h i s  f e a t u r e  is d e s i g n e d  t o  p r e c l u d e  
s m a l l  g a t h e r i n g s  o f  25 p e o p l e  o r  m e r e  f r o m  i n c o r p o r a t i n g  
s i m p l y  to t a k e  a d v a n t a g e  o f  t h e  $ 2 5 , 0 0 0  r e v e n u e  s h a r i n g  
o p p o r t u n i t y .  F i n a l l y ,  a v e r y  i m p o r t a n t  f e a t u r e  o f  t h e  
p r o p o s e d  l e g i s l a t i o n  is the c l a u s e  w h i c h  g u a r a n t e e s  
e a c h  m u n i c i p a l i t y  t h a t  it w i l l  not r e c e i v e  l e s s  m o n e y  
t h a n  it is r e c e i v i n g  u n d e r  t h e  c u r r e n t  s t a t u t e s .

T h e r e ,  o f  c o u r s e ,  a r e  m a n y  a d d i t i o n a l  f e a t u r e s  t o  t h e  l e g i s l a t i o n ,  
b u t  t h i s  s u m m a r y  c o v e r s  m o s t  of  the m a j o r  c h a n g e s .

A s  n o t e d  e a r l i e r ,  t h e  c o m m i t t e e  is s u b m i t t i n g  t w o  b i l l s  f o r  
i n t r o d u c t i o n  a n d  for o n s i d e r a t j o n  by  t h e  l e g i s l a t u r e .  O n e  is 
q u i t e  l a r g e  a n d  c o m p r e h e n s i v e  a n d  is d e s c r i b e d  i n  t h e  r e p o r t  
a b o v e .  T h e  o t h e r  b i l l  c o n s i s t s  o f  o n l y  o n e  p a r a g r a p h  a n d  t h i s  
p a r a g r a p h  c o n s t i t u t e s  o n e  o f  the m a n y  p r o v i s i o n s  o f  t h e  l a r g e r  
b i l l .

T h e  p r o v i s i o n ,  d r a f t e d  at t h e  r e q u e s t  of t h e  D e p a r t m e n t  o f  
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s ,  s i m p l y  m a n d a t e s  t h a t  t h e  d e p a r t m e n t  
c r e a t e  m i n i m u m  s t a n d a r d s  a n d  c r i t e r i a  t o  q u a l i f y  m u n i c i p a l i t i e s  
f o r  g r a n t s  in e a c h  c a t e g o r y  o f  s h a r e d  r e v e n u e .  I f  t h e  m a j o r  b i l l  
s h o u l d  r u n  i n t o  d i f f i c u l t i e s  a n d  if p a s s a g e  d o c s  n o t  s e e m  a s s u r e d ,  
t h e n  .it is r e c o m m e n d e d  th a t  t h e  l e g i s l a t u r e  c o n s i d e r  a n d  e n a c t  
t h e  o n e p a r a g r a p h  s m a l l  p i e c e  o f  " c l e a n - u p "  l e g i s l a t i o n .



T h e  f i s c a l  i m p a c t  of  t h e  l e g i s l a t i o n  w i l l  b e  to  r a i s e  t h e  s t a t e  
s h a r e d  r e v e n u e  a l l o c a t i o n  f r o m  a c u r r e n t  l e v e l  o f  a b o u t  
$ 15 m i l l i o n  to  a l e v e l  of a p p r o x i m a t e l y  $ 2 0  m i l l i o n — i f  t h e  b i l l  
is f u l l y  f u n d e d .  T h e  r a i s e ,  of  c o u r s e ,  c o m e s  f r o m  c r e a t i n g  t h e  
$ 2 5 , 0 0 0  m i n i m u m  g r a n t s  to s m a l l  c i t i e s ,  f r o m  c r e a t i n g  a n e w  
c a t e g o r y  ( s o l i d  w a s t e )  a n d  f r o m  s e p a r a t i n g  t h e  n o w - c o m b i n e d  
p o r t / h a r b o r - a i r p o r t - m a s s  t r a n s i t  c a t e g o r y  i n t o  t h r e e  s e p a r a t e  
c a t e g o r i e s .

T h i s  r e p o r t  w o u l d  n o t  b e  c o m p l e t e  w i t h o u t  m a k i n g  s p e c i a l  a c k n o w ­
l e d g e m e n t  o f  t h e  w o r k  o f  t h e  s e v e r a l  i n d i v i d u a l s  a n d  a g e n c i e s .
T h e  o m m i t t e e  i s  e x t r e m e l y  a p p r e c i a t i v e  o f  t h e  h o u r s  o f  w o r k ,  
b o t h  d u r i n g  c o m m i t t e e  s e s s i o n s  a n d  out o f  s e s s i o n ,  b y  Dr. G a r t h  
J o n e s  a n d  P. J. H i l l ,  b o t h  o f  t h e  U n i v e r s i t y  o f  A l a s k a / A n c h o r a g e .  
T h e  v a s t  v o l u m e  o f  c o m p u t e r i z e d  d a t a  t h a t  b o t h  Dr. J o n e s  a n d  Mr. 
H i l l  p r o v i d e d  w a s  c r u c i a l  in  t h e  f i n a l  d e l i b e r a t i o n s  a n d  d i r e c t i o n s  
o f  t h e  c o m m i t t e e .

S i m i l a r l y ,  w e  w o u l d  l i k e  t o  g i v e  a s p e c i a l  t h a n k s  to Mr. R i c h  
W i l s o n  a n d  Mr. S a m  C o x s o n ,  b o t h  of  t h e  C i t y  o f  A n c h o r a g e  w h o  
h e l p e d  in o b t a i n i n g  a n d  a n a l y z i n g  t h e  d a t a ,  a n d  w h o  a t t e n d e d  m o s t  
o f  t h e  s e s s i o n s  a n d  h e a r i n g s  o f  t h e  c o m m i t t e e  a n d  c o n t r i b u t e d  
g r e a t l y  to  t h e  d e l i b e r a t i o n s .  W e  a r e  i n d e b t e d  a s  w e l l  t o  t h e  
A l a s k a  F e d e r a t i o n  o f  N a t i v e s  w h o  m a d e  t i m e  a v a i l a b l e  f o r  us 
d u r i n g  t h e  a n n u a l  A F N  c o n v e n t i o n  in A n c h o r a g e ,  a n d  t h e  A l a s k a  
M u n i c i p a l  L e a g u e  w h o  s i m i l a r l y  m a d e  t i m e  a v a i l a b l e  d u r i n g  i t s  
a n n u a l  c o n f e r e n c e  in t h a t  s a m e  city. T h e  L e a g u e ,  a s  w e l l ,  w a s  
m o s t  h e l p f u l  t o  t h e  c o m m i t t e e  in c i r c u l a r i z i n g  i t s  m e m b e r s h i p  a n d  
a l e r t i n g  m u n i c i p a l i t i e s  o f  A l a s k a  t o  t h e  w o r k  o f  t h e  c o m m i t t e e .  
F i n a l l y ,  I w o u l d  l i k e  t o  a c k n o w l e d g e  the f i n e  w o r k  o f  t h e  s t a f f  
o f  t h e  L e g i s l a t i v e  A f f a i r s  A g e n c y ,  a n d  B i l l  B e r r i e r  in p a r t i c u l a r ,  
p l u s  t h e  m e m b e r s h i p  of  t h e  i n t e r i m  c o m m i t t e e .  I n t e r e s t  w a s  
l i v e l y ,  s u g g e s t i o n s  w e r e  b r o a d  a n d  i m a g i n a t i v e  a n d  a t t i t u d e s  w e r e  
p o s i t i v e  t h r o u g h o u t  t h e  c o u r s e  o f  the c o m m i t t e e ' s  d e l i b e r a t i o n s .
It h a s  b e e n  a p l e a s u r e  to c h a i r  t h i s  c o m m i t t e e  a n d  o f  c o u r s e  a l l  
o f  u s  o n  t h e  c o m m i t t e e  s t a n d  r e a d y  to  a n s w e r  a n y  q u e s t i o n s  w h i c h  
y o u  o r  o t h e r  m e m b e r s  o f  t h e  l e g i s l a t u r e  m i g h t  h a v e  c o n c e r n i n g  t h e  
r e c o m m e n d e d  l e g i s l a t i o n .  T h a n k  y o u  f o r  y o u r  o w n  f i n e  s u p p o r t  o f  
t h e  c o m m i t t e e .

D e c e m b e r  8, 1 9 7 5
S e n a t o r  G e n i e  C h a n c e
P a g e  #6

S i n c e r e l y ,

M i k e  M i l l e r ,  C h a i r m a n ,I n t e r i m  
C o m m i t t e e  o n  S h a r e d  R e v e n u e s  
w i t h M u  n i c i p a l  1 1 :i es

M M :s m h

E n c l o s u r e s
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E Q U A L I Z A T IO N  O F  

L O C A L  G O V E R N M E N T  R E V E N U E S  IN  A L A S K A

by

R ic h a rd  W . Garne tt , I I I

Now fine and ju s t actions, which political science investi­
gates, adm it o f much variety and fluc tua tion  o f op in ion, so 
th a t they may be though t to ex ist only by convention and 
no t by n a tu r e . . . .  We m ust be con ten t, then, in speaking o f 
such subjects and with such prem ises to  indicate th e  tru th  
roughly and in o u t l in e . . . .  In the same sp irit therefo re  
should each type o f s ta tem en t be received; for it is the mark 
o f an educated  man to  look for precision in each class o f 
things ju st so far as the natu re o f the sub ject adm its.

A ristotle, Ethics,

I n t r o d u c t io n

As the d e v e lo pm en t  o f  natura l resources in  A laska a cce le ­
rates, the  need  to d e te rm in e  h ow  the  ta xab le  w ea lth  o f  the  state is 
to be d is t r ib u ted  be com es  in creas ing ly  im p o r ta n t ,  l i t i s  paper 
discusses revenue  shar ing  in  A laska as a means toward  e q u a l iz in g ,  
ra ther th an  s im p ly  a u gm en t in g ,  revenues o f  lo ca l g o v e rnm en ts .1 
F irst, the  genera l p r o b lem  o f  f in a n c in g  m u n ic ip a l  serv ices is

'T h e  term  “revenue sharing" ordinarily is applied to  tran sfe r downward 
Irdm  one level o f governm ent to  another, as in the federal-stale program  
Wh'/jilly enac ted  (II.R. 11950) o r the sta le  municipal services revenue sharing 
p r o g r a m  ( A S  < 13.18).



re v iew ed  b r ie f ly .  T h e n  a d e s c r ip t io n  o f  the  A laska case p rov id e s  
b a ck g ro u nd  fo r  d iscuss ion  o f  r e c e n t  leg is la t ive efforts in  A laska 
and  suggestions fo r fu tu re  p o l i c y  approaches .

T h is  p a pe r  does n o t  d iscuss f u l l y  every aspect o f  revenue 
eq u a l iz a t io n  am o n g  lo c a l i t ie s .  R a th e r ,  i t  focuses p r im a r i ly  o n  tech- 
n ic a l  a n d l e gal p rob lem s  in v o lv e d  w i t h  such a p ro g ram . N e v e r th e ­
less, a rea lis t ic  app roach  to  th is t o p ic  c a n n o t  igno re  the in f lu e n c e  
o f  s txong .s o c ia l ,  a n d  p o l i t i ca l forces at w o rk  i n  A laska o n  any 
e ffo r t  to  read jus t lo ca l tax revenues .

O n e  o f  these forces is re la ted  to  the w id e ly  accep ted , a n th r o ­
p o m o r p h ic  idea  tha t  towns a n d  reg ions have  r ights a nd  in terests o f  
the ir  o w n  apart f rom  the sum  o f  the r ights and  interests o f  the 
in d iv id u a ls  in v o lv e d .  C o n s e q u e n t ly ,  a p rogram  tha t  takes f rom  one 
go v e rnm en ta l  u n i t  and_gjves to a n o t h e r  suggests to  m a ny  a fo rm  o f  
e c o n om ic  ega l i ta r ia n ism  th a t  th e y  f in d  u na cc ep ta b le  at b o t h  
in d iv id u a l  a nd  co rpora te  leve ls .

F u r th e r ,  a com p re h e n s iv e  eq u a l iz a t io n  program ^  in vo lv e s  
crea t io n o f  n ew  ta x in g  u n i t s and , perhaps , a state tax to el im in a t e _ 
tax h avens. N a tu ra l ly ,  the businesses and  in d iv id u a ls  w h o  b e n e f i t  
f rom  the present s i tu a t io n  w i l l  op jH&e jchanges th a t  s u b je c t  t h em  
to a d d i t io n a l  ta xa t io n  and  g o v e rnm en t  co n t ro l .

Race is a no th e r  factor a f fe c t in g  the s i tu a t io n  in  A laska. R ura l 
A laska is in h a b i t e d  p r im a r i ly  by  In d ia n  and E s k im o  p eo p le .  T h e  
grow th o f  p o l i t i c a l  consc iousness am ong  A laska Nat ives , d ram a ­
t ica l ly  s ym b o l iz e d  by  passage o f  the A laska Na t iv e  C la im s  S e t t le ­
m en t  A c t , has pa ra l le led  a trem endous  increase in  th e  w ea l th  and 
the p rospec t o f  w ea lth  i n  ru ra l A laska a n d  i n _ t h e N o r th  S lo p e 
reg ion i n  pa r t ic u la r  . M a n y  reg iona l N a t iv e  leaders are d is t in c t ly  
wary o f  any state g o v e rnm en t  a c t iv i t y  th a t  m ig h t  a f fe c t  the 
e c o n om ic  prospects o f  th e ir  co ns t i tu en ts .  M o reo ve r ,  the r is a 
general fear tha t lo c a l g o v e rnm e n t  in  rura l areas m a y  s om e h ow  _ 
com pe te  w i t h  or im p e d e  f u l l  im p lem e n t a t io n  o f  the  C la ims_Aclu---

By d e f in i t io n ,  an ad equa te  lo c a l  g o v e rnm en t  revenue  equali- 
za t ion  program  w i l l  resu lt in  less e c o n om ic  p ow e r  fo r those reg ions

m os t  e x t ra o rd in a r i ly  e n d ow e d  w i t h  na tu ra l w e a l t h .2 T h e  j u s t i f i ­
ca t ion ,  i f  an y , f o r r e d u c t io n  o f  e c o n o m ic  p ow e r  o f  the  N o r th  
S lope  o r  o th e r  reg io ns is the  co r re s p ond in g  b e n e f i t  to  o t h er, 
e q ua l ly  needy  a n d  deserv ing areas w he re  nature  was less generous .

T h e  Genera l P rob lem

M u n ic ip a l  serv ices in  the  U n it e d  States are F inanced la rge ly  
by  revenues f r om  an ad v a lo rem  tax on. p rop e r ty  lo ca ted  w i t h in  
the ta k in g  ju r is d ic t io n .  T h e  leve l and  q u a l i t y  o f  serv ices there fo re  
d e p e n d s on  the va lu e  o f  the tax base, w h ic h  var ies w id e ly  am ong  
d i f fe r e n t  c o m m u n i t i e s  a n d  reg ions. As a resu lt, areas w i t h  lo w  
v a lu a t io n  per c a p ita  m us t tax themse lves at a h ig h e r  rate than 
m o re  w ea l th y  areas in  orde r to  raise the same revenue .

T h e  va lue  o f  the lo c a l  tax base has n o t  a lways var ied  so 
w id e ly .  O n e  w r ite r  descr ibes the ty p ic a l  c om p o s i t io n  a nd  effects 
o f  the tax base be fo re  W or ld  War I I  th is wav:

The important thing to remember is that in the pre-war days 
the total tax base of the community was there to support the 
needed services.. It a l lowed a logical concentration o f . 
commercial and industrial property. It allowed a section of 
town to be low-valuc housing without a d im inution of 
services in that area or a severe tax penalty. 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 o n  to n o te  an im p o r ta n t  s truc tura l change in  lo c a l  govern ­
m e n t  o rga n iz a t io n  s ince the war , and  describes the d ispa r ity  in

o
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 Ilorough 
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.



wea lth  and  its effects am ong  lo c a l  areas w h ic h  have resu lted  from  
th is change:

The post-war experience has been vastly d ifferen t. The in t e r ­
dependen t neighborhoods o f the actual to ta l.com m un ity  
have become legally independen t m un icipalities . . .

Suburban com m unities th a t happen  to  have the shopping 
centers and the commercial p ro p e rty—and i£ they are lucky.. 
the w ealthy hom es—can live '‘high 011 the  hog.’' On the o th e r 
hand, those com m un ities which are carved ou t o f the north- 
cm  sand plains in our region. flat and rela alv uninteresting. 
mav be in troub le  A .

T h e  tax-service in e q u i t y  p r o b lem  has been ch a l le n g ed  in  the 
courts. In  S e r r a n o  v .  P r i e s t ,4 the  S u p rem e  C o u r t  o f  C a l i f o r n ia  h e ld 
that the state c o u ld  n o t  m a in t a in  a system o f  f in a n c in g  p u b l ic  
ed u ca t io n  w h ic h  made the  q u a l i t y  o f  e d u c a t io n  la rge ly  d ep end en t  
on the taxab le  w ea lth  o f  the lo c a l s choo l d is t r ic t .  I n  sp ite  o f  a 
certa in  am o u n t  o f  state a id , i t  was show n  at tr ia l th a t  ce r ta in  areas 
w ith l o w  p rop e r ty  v a lu a t io n  c o u ld  n o t  ach ieve  a leve l o f  f in a n c in g  
fo r e d u c a t io n , e v e n  w i t h . a re la t iv e ly  h igh  tax rate, t h a t  others 
c o u ld  a ch ie ve  w i t h  l o w  tax rates.

T h e  c o u r t  rea ched  its c o n c lu s io n  by  cha ra c te r iz in g  e d u ca t io n  
as a “ fu n d am en ta l  in te re s t” and  w ea lth  as a “ suspect ca te g o ry ” ^ 
w hen  dea l in g  w ith  e d u c a t io n .  In  l ig h t  o f  these d e te rm in a t io n s ,  the 
c o u r t  fo und  tha t the state m u s t  s h ow  a “ c o m p e l l in g  state in terest"

'^d iaries R. Weaver, “Urban Fiscal C apacity ," Shite Government, Coun­
cil o f .Slate G overnm ents, Lexington, K entucky (Spring 1972) p. 100-01.

4-187 I'. 2d 1241 (Cat. 1972).

‘’Ordinarily, in reviewing classifications created  by s ta te  law, courts 
accord very wide la titu d e  to  legislative discretion. However, where the classifi­
cation relates to  certain  specially p ro tec ted  areas, such as free speech or 
voting, and where the basis o f the classification appears invidious on its face, 
as in the case o f d is tinc tions accord ing to  race o r religion, the p resum ption of 
validity is replaced by a bu rden  on the  s ta te  to  show  th a t th e  classification is 
necessary.

4

rather t h a n  the u sua l “ ra t io n a l bas is”  in  o rde r t o  ju s t i f y  its f i n a n ­
c in g  system.

I n  co n s id e r in g  w ea l th  a “ suspect ca te g o ry ” w it h  respec t to  
e d u c a t io n ,  S e r r a n o  a nd  re la ted  cases have a l lu d e d  to the  .spec ia l. 
n a ture o f  e d u c a t io n ,  d is t in g u is h in g  i t  f r om  o t h e r  m u n ic ip a l  ser­
vices. T h u s , the  S e r r a n o  l in e  o f  cases has n o t  y e t  p ro v id e d  d ir e c t  
suppo r t  fo r  the  v i ew  t h at the  le ve l o f~ o f f ie r  T o caT*gove rnm enT  
servlces7~such as wa te r s u p p ly  and  s an ita t io n  o r  p o l ic e  p r o t e c t io n , 
also m a y  n o t  be t ie d  to  the lo c a l  tax base.

Neverthe less , w h e n  cour ts  e n u n c ia t e  a p r in c ip le  i n  a p a r t i ­
cu la r  c o n t e x t : "-ay sub s eq uen t ly  be e x te n d e d  to its lo g ic a l l im i t .  
No te , fo r exarr. the e x te n s io n  o f  the o n e  m a n ,  o n e  vo te  p r in ­
c ip le  f r om  the s t  . le ve l t o  u n i t s  o f  genera l a nd  spe c ia l iz ed  lo ca l 
go v e rnm en t a n d  the progress ive e l im in a t i o n  o f  d u r a t io n a l resi­
dence re q u irem en ts . I f  lo c a l  w ea lth  is a “suspect c a te g o ry ” in  
d e te rm in in g  e d u c a t io n  serv ices, past e x p e r ie n ce  suggests th a t  i t  
w i l l  n o t  lo n g  rem a in  a le g i t im a te  d e te rm in a n t  o f  the  le ve l o f  o th e r  
lo ca l services.

I t  has a lready been  h e ld  th a t  d if fe ren ces  in  the le ve l o f  any  
p u b l i c  serv ice ava i lab le  in  a m u n ic ip a l i t y  c a n n o t  be based o n  race. 
I n  H a w k i n s  v .  T o w n  o f  S h a w ,6 the c o u r t  f o u n d  tha t  the  tow n  
p rov id ed  better services o f  a l l k inds  to  w h i t e  areas than  to b la ck , 
and h e ld  th a t  such a pa tte rn  den ies  equa l p r o te c t io n  o f  the laws.

As w ea lth  in c rea s in g ly  be com es  a ca tegory as suspect as race, 
i t  is d i f f i c u l t  to  see h o w  the courts w i l l  be ab le co avo id  e x te n d in g  
the “ c o m p e l l i n g  state in te re s t” test b e y o n d  e d u c a t io n  to a b roader 
range o f  p u b l i c  serv ice d ispar it ies . I t  can be argued th a t  hosp ita ls  
and p o l ic e ,  in  th e ir  spheres, are as im p o r t a n t  to lo c a l  we l l-be ing as 
is p u b l i c  e d u c a t io n ,  a nd  tha t th e ir  a v a i la b i l i t y ,  to o ,  s h o u ld  n o t  
d ep end  on h o w  m u c h  w ea l th  a p a r t ic u la r  c o m m u n i t y  happens  to 
have.

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



'In any case, i t  is c lea r th a t  lo c a l  g o v e rnm en t  sp end ing  is n o t  
im m u n e  f r om  e q u i ta b le  cons tra in ts ,  a t  least in  th e  ed u ca t io na l 
f ie ld . Regard less o f  w h e t h e r  j u d i c i a l  a c t iv ism  carries the S e r r a n o  

p r in c ip le  a l l the w a y ,  th a t  p r in c ip le  deserves ser ious co n s id e ra t io n  
in  leg is la t ive  p o l i c y  m a k in g  fo r  state a nd  lo c a l  g o v e rnm en t  services 
a nd  ta xa t io n .

T h e  P ro b lem  in  A laska

T h e  A laska c o n s t i t u t io n  ca l ls  fo r “ m a x im u m  lo c a l self- 
go v e rnm en t  w i t h  a m i n im u m  o f  lo ca l g o v e rnm en t  u n i t s ’’^  and  fo r 
a v o id in g  “ d u p l i c a t io n  o f  tax l e v y in g  j u r i s d i c t i o n . ”® I t  also d irects 
tha t  “ the en t ire  state shall be d iv id e d  in t o  bo roughs , o rgan ized  or 
unorganized”  ̂ and  th a t  the  leg is la ture  "sha l l p rov id e  fo r the 
p e r fo rm an ce  o f  services i t  deems necessary o r adv isab le in  u n ­
organ ized  boroughs  . . .  ” 10

The re  are 11 o rgan ized  bo roughs  i n  A laska , lo ca ted , w i t h  tw o  
e x c e p t io n s ,H  in  the  m o re  d e v e lo p e d  areas o f  the state. A  s ing le 
u no rg an iz e d  b o ro u gh  comp r ises  the  rest o f  the state, an area 
several t im es  larger than  a ll o f  the o rgan iz ed  boroughs  c om b in e d  
(see m a p  o n  f o l lo w in g  page).

O rg a n iz e d  boroughs  le v y  a p ro p e r ty  tax  in s id e  the ir  b o u n ­
daries. C i t ie s  w i t h i n  the bo roughs  m ay  a lso le vy  taxes, b u t  assess­
m e n t  a nd  c o l l e c t io n  are e x c lu s iv e ly  b o ro u g h  re spons ib i l i t ie s . 
O u ts id e  organ ized  bo roughs , n o  p rop e r ty  tax is le v ied  e x cep t  
w i t h i n  c it ies  th a t  have  ta x in g  p ow e r .

7
Art. X, See. 1, C on stitu tion  o f Alaska.

8l b i d .

^A rt. X, Sec. 3, C oas titu tion  o f Alaska.

^ A r t .  X, Sec. 6, C onstitu tion  o f Alaska.

* *The North SIojmj and Bristol Bay boroughs.
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T h e  boroughs  are t y p ic a l l y  q u i t e  large re la t ive  to  lo c a l  
g o v e rnm en t  u n i t s  in  o th e r  states. G e n e ra l ly ,  b o rough s  encompass  
one  or m o re  co re  c o m m u n i t i e s ,  scattered s e tt lem en ts , a nd  a c o n ­
s iderab le a m o u n t  o f  v a ca n t  te r r i to ry . R e s p o n s ib i l i t y  fo r e d u c a t io n  
and  o th e r  bas ic serv ices is borough-w ide . A c c o r d in g ly ,  the  w h o le  
b o ro ugh  tax  base suppo rts  ce r ta in  serv ices fo r  a l l b o ro u g h  res i­
d e n ts .!  2 T h e  p r o b lem  o f  tax  and  serv ice e q u i t y  is there fore  o n  a 
d i f fe r e n t  scale in  A laska  th a n  in  the m o re  d e v e lo p e d  states.

I n  A laska the  m a jo r  d ispar it ies  are am on g  ra the r  th an  w i t h in  
reg ions . T a x ab le  w e a l th  p e r  cap ita  i n  1967 va r ied  f r om  $3,182 in  
the B r is to l Bay B o ro ug h  to  $16,067 fo r  th e  K en a i P en in su la  
B o ro u g h .13 A l t h o u g h  assessment f igures fo r  the  n ew ly  organ ized  
N o r th  S lo p e  B o ro ug h  have n o t  y e t  been  es tab l ished , the  c o n c e n ­
t ra t io n  o f  p ro p e r ty  in  the  P rudhoe  Bay area is conse rva t ive ly  
es t im a ted  at $300 m i l l i o n ,  y ie ld in g  a N o r t h  S lo p e  Bo ro ugh  tax 
base p e r  c a p ita  o f  a p p r o x im a te ly  $98,000.

N o  c om p re h e n s iv e  assessment o f  the  u no rg a n iz e d  bo rough  
has been  m ade . H ow e v e r ,  the  present p e r  cap .ta  tax base i n  the 
u no rg a n iz e d  b o ro u gh  is w e l l  b e lo w  the average fo r  o rgan ized  
bo roughs , p a r t ly  because m u c h  o f  the real estate in  the u no rg a ­
n iz e d  area is tax e x em p t  b u t  m o re  so because the area lacks 
apprec iab le  c om m e r c ia l  a nd  in du s t r ia l d e v e lo pm e n t .

I n  tire m o re  d e ve lo p e d  and p o p u la t e d  states, w he re  the  l ju lk  
o f  the tax base is re s id en t ia l ,  c om m e r c ia l ,  o r  manufactur ing- 
indus tr ia l ,  there is a t least some co r re la t io n  b e tw een  the taxab le

*~It is said w ith some justifica tion  th a t cities may carry more than  their 
share o f the revenue bu rden  by taxing them selves to  provide nonarcaw ide 
services, such as police p ro tec tion  and parks and recreation, which noncity  
residents utilize. Nevertheless, the system  o f allocating powers between 
borough and city conta ins, however im perfectly , th e  mechanism  for equitab le 
d istribu tions o f tax  burdens and services.

^ T h o m a s  A. M orehouse and V ictor Fischer, /Joroug/i Government  in 
Alaska, In stitu te  o f Social, Econom ic and Governm ent Research, University 
o f Alaska, ISEGR R eport No. 29 (1971) p. 162.
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va lue  o f  the  p rope r ty  and  the  serv ice req u irem en ts  th a t  arise f r om  
the p ro p e r ty  itse lf . (H ow eve r ,  such  c o r re la t io n ,  as the  S e r r a n o  case 
testif ies, is n o t  s u f f ic ie n t ly  c lose to  a vo id  c o n s t i t u t io n a l  d i f f i ­
c u l ty .)  E y  contrast , the m a jo r  ta xab le  p ropert ies  in  A laska are and  
w i l l  be re la ted to  m in e ra l e x t ra c t io n .  S u ch  a c t iv i t y  n o rm a l ly  
emphas izes  cap ita l ra ther than  la b o r ,  genera t ing  less need  fo r 
p u b l i c  serv ices than  does o th e r  revenue-produc ing  a c t iv i t y .  
A c c o rd in g ly ,  i t  m ay  be a n t ic ip a te d  th a t  A laska lo c a l  g o v e rnm en t  
f in a n c in g  as p resen t ly  o rgan ized , w i l l  re f le c t a s ig n i f ic a n t  d ispar ity  
b e tw een  the taxab le  w ea lth  a va i la b le  and  the le ve l o f  services 
requ ired .

N o r th  S lo p e  o i l  d e v e lo pm e n t  and  the trans-Alaska o i l  p ip e l in e  
d ram at ize  th is p o in t .  T a x ab le  va lue  o f  the p ip e l in e  a lo ne  w i l l  
exceed  the  to ta l assessed va lue  o f  p ro p e r ty  in  all o rgan ized  areas o f  
the state.14 M o reove r ,  n e i th e r  the  p ip e l in e  n o r  o i l  p r o d u c t io n  
fa c i l i t ie s  w i l l  d em and  heavy  p u b l i c  serv ices. U n l ik e  ho te ls , s h o p ­
p in g  centers , facto r ies , a nd  h om es ,  the p ip e l in e  wall n eed  n o  
sewers, n o  p la yg round s , n o  schoo ls . I t  is, in  th is regard, the idea l 
a d d i t io n  to  a lo c a l tax base.

T h e  prospec t ive  m in in g  o p e ra t io n  a t L os t  R iv e r  o n  the 
Seward  Pen insu la  is a n o th e r  o f  several d e v e lo pm en ts  tha t  w i l l  add 
to the taxab le  w ea lth  o f  the state. A t  a ro u nd  $50 m i l l i o n ,  its 
p robab le  va lue  is sma l l c om pa red  to  the p ip e l in e ,  b u t  im m ea s u r ­
ab ly  s ig n i f ic a n t  re la t ive to  the present s i tu a t io n  o n  tire p en in su la .  
C om pa ra b le  m in e ra l d e v e lo pm en t ,  in c lu d in g  o i l ,  m a y  o c cu r  in  
o th e r  rura l areas o f  the state as w e l l .

M o s t o f  the va luab le  ta xab le  p rop e r ty  tha t w i l l  appear in  the 
u no rgan ized  bo rough  w i l l  be lo c a te d  in  acco rdance  w it h  the d is t r i ­
b u t io n  o f  na tu ra l resources. Because th is d is t r ib u t io n  bears l i t t le  
re la t io n  to the pa tte rn  o f  lo c a l  ju r is d ic t io n s  and fisca l needs, there 
w i l l  be increas ing v a r ia t io n  in  w ea lth  and  sendees am on g  reg ions 
unless an e q u ita b le  s ta tew ide  d is t r ib u t io n  o f  revenue  f rom  A laska 
resources can be ach ieved .

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



Wea lth  D is t r ib u t io n  and  N ew  Bo roughs  '

T h e  d ispa r ity  in  w ea lth  am o n g  bo roughs  tha t f o l low s  from  
the pa t te rn  o f  d e v e lo pm e n t  descr ibed  above  has several c o n s equ en ­
ces. T h e  l i k e l i h o o d  o f  severe d isp a r i t y  in  serv ice leve ls am ong  
reg ions has been  n o ted .  A  less o b v io u s  co n sequen ce  stems from  
the u n f in i s h e d  na tu re  o f  the  A laska lo c a l  g o v e rnm en t  system .

T h e  lo c a l  g o v e rnm en t  a r t ic le  o f  the  state c o n s t i t u t io n  ca l ls 
for the  d iv is io n  o f  the  state in t o  b o roughs , o rgan ized  and 
u no rg a n iz e d . T h e  language o f  the a r t ic le  presupposes p lu ra l 
u n o rg a n iz e d  u n it s .  T h e  sp e c if ic  re ference in  S e c t io n  6 to  “ m a x i ­
m u m  lo c a l p a r t ic ip a t io n  a nd  r e s p o n s ib i l i t y "  in  uno rg an ized  
boroughs  in d ic a te s  th a t  m anageab le  u n i t s  en com pass ing  c o m m u n i ­
ties o f  in terest were c o n t em p la t e d  fo r  u n o rg a n iz e d  as w e l l  as 
o rgan ized  bo roughs .- ^

I t  is d i f f i c u l t  to  be l ieve  th a t  the s ing le u no rg an iz e d  bo rough  
tha t  n o w  ex ists c om p l ie s  w i t h  the in t e n t io n  expressed in  the 
c o n s t i t u t io n .  A l l  in d ic a t io n s  are th a t  a d iv is io n  o f  the state in to  
na tu ra l s o c io e c o n om ic  u n it s  was c o n tem p la t e d .  T hese  un its  w o u ld  
ach ieve  organ ized  status at v a ry ing  rates. B u t  f rom  the b eg in n in g ,  
the p e o p le  o f  rura l A laska were to  have a g o ve rnm en ta l f ram ework  
u n d e r  state law  for id e n t i f y in g  reg iona l p ro b lem s  and p a r t ic ip a t in g  
in  th e ir  s o lu t io n .  Part ly as a resu lt o f  the absense o f  state-created 
un its  and  pa rt ly  fo r fiscal and  p o l i t i c a l  reasons, to  be d iscussed 
fu r the r , the u no rg an iz e d  areas, w i t h  the e x c e p t io n  o f  the N o r th  
S lo p e , have so far m ade o n ly  n eg l ig ib le  m o v em e n t  tow a rd  reg iona l 
g o ve rnm en ta l o rg a n iz a t io n .

T h e  Need  for O rg an iz a t io n

Some fo rm  o f  g o v e rnm en ta l  o rg a n iz a t io n  s h o u ld  c om e  to 
rura l A laska as soon  as poss ib le . T h e re  are several reasons for

^ S e e  Appendix A for the local government article o f the Alaska co n ­
stitu tion .
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u rgency . T h e  f irs t reason is p o l i t i c a l  and  soc ia l u n i t y .  T h e  gove rn ­
m en ta l  v a c u um  i n  rura l A laska has been  o c c u p ie d  in  part b y  the 
N a t iv e  co rp o ra t io n s  estab l ished u n d e r  the A laska N a t iv e  C la im s  
S e t t lem en t  A c t . B u t  the c la im s  co rpo ra t io n s  are pr iva te  en t it ie s  
ou ts ide  the f r am ew o rk  o f  state g o ve rnm en t .  I f  state-ordained 
forms o f  lo ca l g o v e rnm en t  w i t h  approp r ia te  g o ve rnm en ta l powers 
rem a in  u n a va i la b le  to h e lp  solve p ro b lem s  in  rural A laska, d is ­
e n c h a n tm e n t  w it h  state g o ve rnm en t ,  a lready e v id e n t ,  m ay  increase 
and persist to  the p o in t  o f  p o la r iz a t io n .  T h e  p o te n t ia l  p r o b lem  w i l l  
b e com e  m o re  th rea ten in g  as the con trast co n t in u e s  and  increases 
be tw een  reg iona l co rp o ra t io n  a c t iv i t y  and o r th o d o x  lo c a l g ove rn ­
m e n t  in a c t iv i ty .

T h e  terms o f  the C la im s  A c t  c e r ta in ly  arc n o t hos t i le  to  the 
g row th  o f  lo ca l g o v e rnm en t .  Sec. 2(c) prov ides th a t  the A c t  is n o t  
in te nded  to  d im in is h  the o b l ig a t io n  o f  the state to  p r om o te  the 
we lfare o f  N a t iv e  c it iz ens . I n  a very real sense, the legacy o f  lo ca l 
g o v e rnm en t  p ow e r  is a means by w h ic h  the  state p rom o te s  the 
we lfare o f  its c it iz en s . I f  services are n o t  p ro v id e d  b y  loca l 
go v e rnm en t ,  the te nd en cy  w i l l  be to use c la im s  m o n e y  fo r th is 
purpose . B u t  th is m o n e y  was in te n d e d  fo r p a ym e n t  in  s e t t lem en t 
o f  pr iva te r ights , n o t  in  l ie u  o f  p u b l i c  services. A lso m o re  d ir e c t ly ,  
Sec. 14(c)(3) o f  the A c t  p rov ides  for transfer to the lo ca l (vil lage) 
m u n ic ip a l i t y  o f  t i t le  to  the surface estate o f  la nd  where  the m u n i ­
c ip a l i t y  is lo ca ted . Where a m u n ic ip a l i t y  has n o t  been  fo rm ed ,  the 
state ho ld s  the same la nd  in  trust u n t i l  in co rp o ra t io n .

A n o th e r  reason for de l ib e ra te  speed l ies in  the acce lera ted 
pace o f  e c o n o m ic  d e v e lo pm en t  an t ic ip a ted  in  rura l areas, p a r t ly  as 
a resu lt o f  the c la im s s e t t lem en t ,  and pa rt ly  on  the i; i t ia t iv e  o f  the 
pr iva te sector. T h e  general we lfare in  A laska w i l l  he advanced  i f  
lo ca l g o v e rnm en t  o rga n iz a t io n  precedes ra ther than fo l low s  e c o n o ­
m ic  d e v e lo pm e n t .  N ew  indus tr ia l d e v e lo pm e n t  w i l l  create stresses 
manageab le  o n ly  by a p p l ic a t io n  o f  g o ve rnm en ta l powers . P la n n in g  
and  z o n in g  w i l l  be p a r t ic u la r ly  im p o r ta n t  in  re c o n c i l in g  in dus tr ia l 
d e v e lo pm e n t  w i t h  subs is tence l iv in g ,  and  tax ing  p ow e r  w i l l  be 
needed  to insure  lo c a l b e n e f i t  from  d e v e lo pm e n t  a c t iv i t y .  M u n i c i ­
pa l it ies  w h ic h  fo rm  after m a jo r  e c o n om ic  interests have be com e
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es tab l ished  m ay  be too  la te to  in f lu e n c e  s ig n if ic a n t ly  the ac t iv it ie s  
o f  those in te res ts . I®

O n  the o the r  h a n d ,  i t  m ay  be fu t i l e  to  e x t o l l  the d e s ir a b i l i t y  
for se lf-determ ina t ion  to  p e o p le  w h o  p resen t ly  la ck  the e c o n om ic  
resources necessary to the  e ffec t ive  exerc ise o f  lo c a l  g o v e rnm en t  
power . I n  fact , N a t iv e  leaders w ise ly  m ay  have  sensed tha t o rgan i­
z a t io n  u n d e r  such c ir cum stances  w o u ld  o n ly  increase frus tra t ion  as 
expe c ta t io ns  w en t  unsa t is f ied .

T o  s um m a r iz e ,  a p ow e r  v a c u um  presen t ly  exists in  rural 
A laska , whe re  vast resources, ac tua l and  a n t ic ip a te d ,  are u n e v e n ly  
spread across the state, req u irem en ts  fo r g o v e rnm en t  services are 
increas ing  as the pace o f  d e v e lo pm e n t  accelerates, a nd  m a n y  areas 
are f in a n c ia l ly  u na b le  to organ ize  p r io r  to d e ve lo pm en t .  I n  th is 
c o n te x t ,  the  absence o f  a  m e cha n ism  fo r  m o re  e f f ic ie n t  and  e q u i t ­
ab le d is t r ib u t io n  o f  p u b l i c  revenues is a p r o b lem  req u ir in g  state 
in i t ia t iv e .

1972 Leg is la t ive Program

T h e  G o ve rn o r  in t r o d u c e d  to the second session o f  the 
Seventh  Leg is la ture  a series o f  b i l ls  d e a l in g  w i t h  lo ca l g ove rn ­
m e n t . ^  F iv e  b i l ls  were des igned to f u n c t io n  together as a c o h e r ­
e n t  p rog ram  to:

W P rov ide  fo r  s u b d iv is io n  o f  the u no rg an iz ed  bo rough  (MB 
596).

•  C rea te  a D ep a r tm en t  o f  C o m m u n i t y  a nd  R eg io na l Affa irs 
(MB 552).

bTho canned salmon, copper, and lum ber Industries have each fu r­
nished exam ples o f econom ic pow er wielded In Alaska w ithou t effective 
governmental restra in t, with resu ltan t hardsh ip for resident Alaskans.

17
These bills resulted from  ex tended  problem  analysis, drafting, and 

policy review a t several levels o f  s ta le  government.

1 2

OB

• L e vy  a 15 m i l l  tax  on  p ro p e r ty  lo c a te d  i n  u no rg an iz e d
bo roughs , w i t h  d is t r ib u t io n  o f  revenue  am on g  u no rg a ­
n iz e d  boroughs  (HB  597).

•  L e vy  a 20 m i l l  tax o n  the  p ip e l in e ,  w i t h  d is t r ib u t io n  tn  lo ca l
gove rnm en ts ,  o rgan ized  and  u no rg an iz e d  (HB  598).

•  P rov ide  fo r a genera l e q u a l iz a t io n  o f  nesv ta xab le  p rop e r ty ,
w he reve r  lo c a te d  (no t in t ro d u ce d ) .  18

4
Th e  f o l lo w in g  sect ions rev iew  the b i l ls ,  d iscuss th e ir  in t e n d e d  

op e ra t io n ,  a n d  p o in t  o u t  the  areas o f  greatest d i f f i c u l t y  encounter- 
4 ed. T h e  b i l ls  are d iscussed in  th e ir  f in a l vers ions , w h ic h  in c lu d e

c o m m it t e e  am endm en ts .

S u b d iv is io n  o f th e  U no rg an iz ed  Bo rough

A n  essent ia l s tar t ing  p o in t  to  o rg a n iz a t io n ,  H B  596 p ro v id ed  
for es tab l ish ing  bo rough  bounda r ie s  in  the uno rg an iz ed  bo ro ugh  
w h ic h  w o u ld  c o n fo rm  to  s ta tu to ry  a nd  c o n s t i t u t io n a l  standards. 19 
T h e  u no rg a n iz e d  bo roughs  so fo rm ed  w o u ld  serve as u n it s  fo r 
adm in is te r in g  state services and  the revenue  shar ing  features o f  the 
p roposed  p rop e r ty  and  p ip e l in e  taxes. T h e  p e o p le  w i t h i n  each 
u no rg an iz e d  bo ro ugh  m ig h t  a t th e ir  o p t io n  p ro ceed  tow a rd  o rga n i­
z a t io n  e ith e r  as bo roughs  o f  a p a r t ic u la r  class o r as h o m e  ru le 
boroughs . T h is  b i l l  was reported  fa vo rab ly  by the H ou se  Loca l 
G o v e r n m e n t  C o m m it t e e ,  b u t  d ie d  in  the  H ouse  F in a n ce  
C om m it t e e .

See Appendix B through Appendix F for copies o f these bills.

1!)A num ber o f previous bills had a ttem p ted  a sim ilar division into 
borough units, bu t they have n o t provided fo r charte r o rganization. The 
M andatory Borough Act, f>2 SLA 1963, sponsored by S enato r John  Rader, 
was th e  only effective s ta te  initiative to  actually  establish boroughs in the 
unorganized area o f  th e  slate.
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f o rm u la  based o n  p o p u la t io n ,  present w ea l th ,  a nd  the cos t o f  
p r o v id in g  services. I n  o th e r  w o rds , i f  the  cos t o f  services were 
tw ice  as great in  o n e  area as in  a n o th e r ,  the f irs t area w o u ld  rece ive 
tw ice  the re venue  per cap ita  in  o rde r  to insure  the same leve l o f  
serv ice . I f  the f irst area also h a d  o n ly  h a l f  the  taxab le  r e v e n u j  pe r 
c a p ita  as the  second area, the share o f  the  f irst area w o u ld  again 
d o u b le  per c a p ita  w it h  respect to  the second  area.

T h e  15 m i l l  tax  was w i t h d r aw n  b y  the  G o ve rn o r  fo r  fu r th e r  
s tudy  p r io r  to f in a l  a c t io n .

P ip e l in e  T a x

D es ig ned  to c o m p le m e n t  th e  15 m i l l  genera l p ro p e r ty  tax , 
H B  598 p r o v id e d  fo r a 20 m i l l  tax o n  p ro p e r ty  used in  o i l  and  gas 
t ranspo r ta t io n .  P roperty  s u b je c t  to  th is  tax  was l im i t e d  to  o i l  and  
gas p ip e l in e s  over 21 in ch es  in  d iam e te r .  T h e  20 m i l l  rate, w h ic h  
a p p ro x im a te s  Urn ex is t ing  tax le ve l fo r such  p rop e r ty  in  o rgan iz ed  
boroughs  and  c it ies , was to  be i n  l i e u  o f  any  o th er  state a nd  lo c a l 
taxes o n  the  same p rop e r ty ,  i n c lu d in g  the 15 m i l l  tax u nd e r  H B  
597. H ow e ve r ,  lo ca l gove rnm en ts  th a t  a lready taxed  p ro p e r ty  
a ffec ted  by  H B  598 w o u ld  c o n t in u e  to d o  so w ith '  respect to  
p rope r ty  taxed  as o f  January  1, 1972 (e.g., o i l  and  gas transpor ta ­
t io n  fa c i l i t ie s  o n  the K c n a i Pen insu la) . P roperty  th a t  b ecam e 
taxab le  u n d e r  H B  598 after January  1, 1972 (e.g., trans-Alaska o i l  
p ip e l in e )  w o u ld  be s ub je c t  o n ly  to the 20 m i l l  state tax .

T h e  ra t io na le  fo r the state tax as the exc lu s ive  tax  o n  the o i l  
p ip e l in e  was tha t such p rop e r ty  prov ides  im m en se  taxab le  va lue  to 
ce r ta in  areas w i t h o u t  regard to  the  leve l o f  services requ ired  in  
those areas. I t  was be l ieved  th a t  the revenue a n t ic ip a te d  f rom  
ta xa t io n  o f  o i l  and  gas p ip e l in e s  is p ro p e r ly  co ns id e red  a state 
resource ra ther th an  the ex c lu s iv e  p ro p e r ty  o f  the area whe re  the 
p rop e r ty  happens  to  be lo c a te d . A t  the same t im e , i t  was also f e l t  
tha t th is re venue , l ik e  o th e r  p ro p e r ty  tax revenue , s h o u ld  be used 
for the  b e n e f i t  o f  lo c a l  gove rnm en ts . A c c o rd in g ly ,  the revenue  
f r om  the state o i l  and  gas p ip e l in e  tax w o u ld  be d is t r ib u t e d  to  a l l  
lo c . i l  g o v e rnm en t  u n it s ,  i n c lu d in g  c it ies , o rgan ized  bo roughs , a nd
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u no rg a n iz e d  bo roughs , in  a cco rdance  w i t h  a f o rm u la  s im i la r  to  
th a t  w h ic h  governed  d is t r ib u t io n  o f  the genera l p ro p e r ty  tax 
revenue u n d e r  H B  597.

T h e  p ip e l in e  tax  b i l l  passed the House  b u t  d ie d  in  the Senate 
F in a n c e  C o m m it t e e .

T a x  E q u a l iz a t io n

T h e  tax e q u a l iz a t io n  b i l l  (no t in t ro du ced )  was s im p le  in  
co n cep t .  I t  p r o v id e d  fo r a d e te rm in a t io n  o f  the a n n u a !  i n c r e a s e  in  
assessed v a lu a t io n  o f  p rop e r ty  in  a l l  “ go ve rnm en ta l u n i t s ,” 
d e f in e d  to  in c lu d e  c it ies  and  boroughs , o rgan ized  and uno rgan ized . 
S ix t y  p e r ce n t  o f  the n ew  revenue f r om  th is increased v a lu a t io n ,  
raised by a p p l i c a t io n  o f  the m i l l  rate o f  each ju r is d ic t io n ,  i n c lu d in g  
the 15 m i l l  rate ap p l ic a b le  to  u no rgan iz ed  boroughs  u n d e ” H B  
597, w o u ld  be rem it t e d  to the  state. T h e  D ep a r tm en t  o f  C o m ­
m u n i t y  a nd  R eg io n a l  Affa irs w o u ld  adm in is te r  th is revenue p o o l .  
T h e  d e pa r tm en t  w o u ld  d is t r ib u te  the fu nds  d ir e c t ly  to o rgan iz ed  
un its  o f  lo ca l g o v e rnm en t ,  and , as trustee fo r uno rg an iz ed  un it s ,  
w o u ld  e x p e n d  am o u n t s  to be d e te rm in e d  b y  a d is t r ib u t io n  
fo rm u la .  T h e  fo rm u la  was s im i la r  to the H B  598 fo rm u la ,  e x ce p t  
tha t a “ lo c a l e f f o r t ” p ro v is io n  insured th a t  areas w h ic h  taxed  t h e m ­
selves h e a v i ly  (thus c o n t r ib u t in g  greater p r o p o r t io n a te  am oun ts  to 
the poo l)  w o u ld  rece ive  a p r o p o r t io n a te ly  h ig h e r  re turn .

D is t r ib u t io n  F o rm u la

A  key  to any revenue shar ing  system  is the d is t r ib u t io n  
fo rm u la .  T h e  1972 leg is la t ive proposa ls  based the d is t r ib u t io n  o f  
revenues o n  fo u r  factors: (1) need  fo r  services, (2) a b i l i t y  to raise 
revenue , o r fiscal ca pa c ity ,  (3) re la t ive cos t o f  services, and  (4) 
lo ca l tax e ffo r t .  E a ch  o f  these e lem en ts  may be d e f in e d  and  
w e ig h ted  a c co rd in g  to  des ired goals.

"N eed  fo r serv ices” may bo expressed as a f u n c t io n  o f  to ta l 
p o p u la t io n ,  s choo l age p o p u la t io n ,  p o p u la t io n  dens ity ,  o r  o th e r
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o the r  bo roughs , b u t  also to  d raw  on revenues f rom  resources o u t ­
s ide its o w n  borders . F in a l ly ,  the  d is t r ib u t io n  o f  revenues u n d e r  
H B  598, the 20 m i l l  p ip e l in e  tax , also w o u ld  have p ro v id ed  
revenue regardless o f  w h e th e r  an area was organ ized .

T h e  20 m i l l  tax suffered because the m a jo r  leg is la t ive struggle 
o f the  1972 session cen tered  o n  a package o f  leg is la t io n  des igned 
to p ro te c t  the  state’s fu tu re  o i l  p r o d u c t io n  revenues . W hen  these 
b i l ls  f in a l ly  were passed, leg is la t ive leade rsh ip  was in  n o  m o o d  to 
face w ha t  appea red  to be s t i l l  a no th e r  o i l  revenue b i l l .  ̂ 3

As n o te d ,  the bo rough  o rga n iz a t io n  b i l l  fa i le d  la rge ly  because 
e s tab l is hm en t  o f  n ew  boroughs , in  the absense o f  adequa te  
revenues, m igh i, have created expec ta t io ns  w h ic h  c o u ld  n o t  be 
fu l f i l le d .  I n  a d d i t io n ,  some Na t iv e  leaders fe l t  th a t  the state s h ou ld  
n o t  be in vo lv e d  in  d raw ing  bounda r ies  fo r rura l bo roughs , b u t  tha t 
p e o p le  in  these areas s hou ld  d e te rm in e  th e ir  ow n  gove rnm en ta l 
c o n f ig u ra t io n .  E sp e c ia l ly  in  rura l areas w it h  N a t iv e  p o p u la t io n  
m a jo r i t ie s ,  N a t iv e  leaders are m os t l ik e ly  to  prefer th a t  bo rough  
bounda r ie s  be c o te rm in o u s  w i t h  those o f  the reg iona l co rp o ra t io n s  
estab l ished u n d e r  the A laska Na t iv e  C la im s  S e t t lem en t  A c t . T h is  is 
also l ik e ly  to be the v iew  o f  state p o l ic ym ake rs , un less there  are 
c o m p e l l i n g  reasons fo r  f o l lo w in g  a d i f fe r e n t  course. I n  a ny  case, 
the A laska c o n s t i t u t i o n ^  and state S up rem e  C o u n t  d ec is ions  o n  
the p o in t ^ S  in d ic a te  th a t the state has u lt im a te  re sp on s ib i l i t y  fo r 
lo ca l g o v e rnm en t  bounda r ies . As n o t e d  b y  the c o u r t  in  the 
F a i r v i c w  case:

“‘̂ HB 598’s relatively simple ad valorem approach to  oil revenue (the 
20 mill pipeline tax) is likely to  comm and fu rth er a tten tion  particu larly if 
present measures based on m aintenance o f wellhead price en coun te r serious 
d ifficu lty  in court.

~‘*Art. X, Sec. 3 and 12.

^Fairvicw Public Utility District No. I v. City of Anchorage, 368 P. 
2d. 540. 543 (Alaska 1962).
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An exam ination  of the relevant m inu tes o f [ th e  C on stitu tion ­
al C onven tion ’s com m ittee  on local governm ent] meetings 
shows clearly the concep t th a t was in mind when the  local 
boundary  commission was being considered: th a t local po liti­
cal decisions do not. usually create p roper boundaries and 
tha t boroughs should be established a t the  sta te  l e v e l . 2 6

A lso , the fa i lu re  o f  v o lu n ta r y  b o ro u gh  fo rm a t io n  in  the  years s ince 
s ta tehood  in d ic a te s  the p rac t ica l im p o r ta n c e  o f  state in i t ia t iv e  in  
th is area.

*

C o n c lu s io n
-

T h e  1972 leg is la t ive  p rog ram  b ro u g h t  be fo re  the  leg is la ture  
and the p u b l i c  m u c h  usefu l i n f o rm a t io n  and  deba te . N e w  p r o ­
grams take t im e  to  be pe r fec ted  in  d e ta i l and  to  ga in p u b l i c  
accep tance . T h e  poss ib le  approaches to fisca l resource e q u a l iz a t io n  
were by n o  means exhaus ted  by  the 1972 leg is la t ive  proposa ls . 
G iv e n  the legal a nd  soc ia l pressures in v o lv e d ,  i t  is l ik e ly  th a t  fu r ­
the r a ttemp ts  w i l l  be m ade , based e ith e r  o n  re f in em en ts  o f  that 
legis lator :r on d i f fe re n t  co n cep ts .  I t  m ay  be use fu l to  suggest 
ce r ta in  ten ta t ive  p r in c ip le s  w h ic h  seem to  emerge f rom  the  re­
search and  e x pe r ie n ce  generated by the 1972 program :

•  R e ven u e  eq u a l iz a t io n  is des irab le  to  p r om o te  ear ly  fo rm a t io n
o f  rura l bo roughs , a n d  on  lega l and  eq u i ta b le  g rounds .

•  A  p re requ is ite  to e q u a l iz a t io n  is c o h e re n t  geograph ic  un its ;
the state s h o u ld  have u lt im a te  co n t ro l  over the c o n f ig u ­
ra t io n  o f  n ew  boroughs .

•  R e ve n u e  d is t r ib u t io n  s h ou ld  n o t  be d e p e n d e n t  on  o rgan iz a ­
tion,al status. T h a t  is, an area s h o u ld  n o t  be fo rced  to 
assume g o v e rnm en t  re sp on s ib i l i t y  p r em a tu re ly  in order 
to p rocu re  adequate  services, and  a de c is io n  to  in c o r p o ­
rate s h o u ld  carry n o  fiscal p e na lty .

26ibid.
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•  T h e  m echa n ic s  o f  the p rog ram  sh o u ld  be as s im p le  a nd  o r t h o ­
dox  as poss ib le , i n v o lv i n g  m i n im u m  in te r fe rence  w i t h  
lo c a l  d e c is io n  m a k in g  and  m in im u m  d is tu rba n ce  o f  
ex is t ing  tax  bases.

L o ca l g o v e rnm en t  is a v o la t i l e  p o l i c y  area, and  proposa ls  
d ea l in g  w i t h  lo ca l f in ances  ca n  verge o n  the  in c e n d ia ry .  As a resu lt , 
any leg is la t ive  d e c is io n  on n e w  approaches  to  lo c a l g o v e rnm e n t  is 
d i f f i c u l t .  B u t  in a c t io n  is a lso a d e c is io n ,  and  b y  n o w  w e  s h o u ld  
k n o w  enough  a b o u t  th e  h is to r ic a l  resu lts o f  in a c t io n  i n  A laska to  
prefer in n o v a t io n ,  u n n e r v in g  th o u g h  i t  m ay  som e t im es  be .

A P P E N D IX  A

A L A S K A  S T A T E  C O N S T I T U T I O N  

A r t ic le  X  

Loca l G o v e rnm e n t

S ec t io n  1. Purpose and  C o n s t r u c t io n .  T h e  pu rpose  o f  this 
ar t ic le  is to p r o v id e  fo r m a x im u m  lo c a l  se lf-government w i t h  a 
m in im u m  o f  lo c a l g o v e rnm en t  u n it s ,  and  to  p re ven t  d u p l ic a t io n  of 
tax- levy ing ju r is d ic t io n s .  A  l ib e ra l c o n s t ru c t io n  shall be g iven to 
tire powers o f  lo c a l g o ve rnm en t  u n its .

S ec t io n  2. L o ca l G o v e rnm en t  Powers. A l l  lo c a l g o v e rnm en t 
powers  shall be vested in  bo roughs  a n d  c it ies . T h e  State may 
de legate ta x in g  powers to o rgan ized  boroughs  a nd  c it ies  o n ly .

S e c t io n  3. Boroughs . T h e  en t ire  State sha l l be d iv id e d  in to  
boroughs , o rgan ized  or u no rg an iz e d . T h e y  sha l l be estab l ished in  a 
m a nn e r  and  a c co rd in g  to standards p ro v id e d  by  law . T h e  standards 
shall in c lu d e  p o p u la t io n ,  geog raphy , e c o n om y ,  transpo r ta t io n ,  and 
o ther factors. E a ch  bo rough  sha l l em b ra ce  an area and p o p u la t io n  
w ith  c o m m o n  interests to the m a x im u m  degree poss ib le . T h e  
leg is la ture sha l l c lassify boroughs  and  prescr ibe  the ir  powers and 
fu n c t io n s .  M e tho d s  by w h ic h  bo roughs  m a y  be o rgan ized , 
in co rpo ra ted , merged , c o n so l id a te d ,  rec lass if ied , or d isso lved shall 
be prescr ibed by  law .

Se c t io n  4. A ssem b ly . T h e  go ve rn ing  b o d y  o f  the  organ ized 
bo rough  shall be the assemb ly , and its c o m p o s i t io n  shall be 
estab l ished by  law  or charter .



S e c t io n  5. Serv ice Areas. Service-areas to  p r o v id e  spec ia l 
services w i t h i n  an o rgan iz ed  b o ro u g h  m a y  be  es tab l ished , a lte red , 
o r abo l is h ed  by  the assemb ly , s u b je c t  to  the  p rov is io ns  o f  la w  or 
charter . A  n e w  serv ice area shall n o t  be es tab l ished  i f ,  cons is ten t 
w i t h  the  purposes o f  th is a r t ic le , th e  n e w  serv ice can be p ro v id ed  
by  an  e x is t in g  serv ice area, by  in c o r p o r a t io n  as a c i t y ,  o r  by  
a n n e x a t io n  to  a c i t y .  T h e  assemb ly  m a y  a u th o r iz e  the le v y in g  o f 
taxes, charges, or assessments w i t h i n  a serv ice area to f in a n c e  the 
spec ia l services.

S e c t io n  6. U n o rg a n iz ed  B o r  -hs. T h e  leg is la ture  sha l l 
p ro v id e  fo r the  p e r fo rm an ce  o f  se; -e i t  deems necessary or 
adv isab le  in  u n o rg a n iz e d  bo roughs , a l l o w in g  fo r m a x im u m  lo ca l 
p a r t ic ip a t io n  a n d  re s p on s ib i l i t y .  I t  m ay  exerc ise  any  p ow e r  or 
f u n c t io n  in  an u no rg a n iz e d  bo ro ugh  w h i c h  the  assemb ly  m ay  
exerc ise in  an organ ized  b o rough .

S e c t io n  7. C it ie s .  C i t ie s  sha l l be in c o rp o ra te d  in  a m a nn e r  
p rescr ib ed  by law , a n d  sha l l be a part o f  the b o ro u gh  in  w h ic h  
they  are lo ca ted . C it ie s  sha l l have  the  powers  and fu n c t io n s  
con fe rred  by law  o r charter . T h e y  m ay  be  merged , co n so l id a te d ,  
c lass if ied , rec lass if ied , or d isso lved  in  the m a n n e r  p ro v id ed  by  law .
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S e c t io n  8. C o u n c i l .  T h e  g o ve rn ing  b o d y  o f  a c i t y  shall be 
the c o u n c i l .

S e c t io n  9. Charters . T h e  q u a l i f i e d  voters o f  any b o ro u gh  o f 
the f irs t class or c i t y  o f  the f irst class m a y  a d op t ,  am e nd ,  or repeal 
a h om e  ru le  cha rte r in  a m a n n e r  p r o v id e d  by law . I n  the absence 
o f  such leg is la t ion , the  g o ve rn ing  b o d y  o f  a bo rough  or c i t y  o f  the 
first class sha l l p r o v id e  th e  p ro c e d u re  for the  p repa ra t io n  and  
a d o p t io n  or re je c t io n  o f  the cha rte r . A l l  charters , or. parts or 
am endm en ts  o f charters , sha l l be s u b m it t e d  to the q u a l i f ie d  voters 
o f  the bo ro ugh  or c i t y ,  a nd  shall b e com e  e ffec t iv e  i f  ap p ro ved  by  a 
m a jo r i t y  o f  those w h o  vo te  on  the sp e c if ic  ques t io n .

S e c t io n  10. E x te n d e d  H om e  R u le .  T h e  leg is la ture  m ay  
e x tend  h om e  ru le  to  o ther bo rough s  ar.d c it ies .
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S e c t io n  11. H om e  R u le  Powers . A  h om e  ru le  b o ro u g h  or 
c i t y  m a y  exerc ise a l l  leg is la t ive powers  n o t  p r o h ib i t e d  by  la w  o r  by  
charter .

S e c t io n  12. Boundar ies . A  lo c a l  b o u n d a r y  c om m is s io n  or 
boa rd  sha l l be estab l ished by law  in  the e x e cu t iv e  b ra n ch  o f  the 
state g o v e rnm en t .  T h e  c om m is s io n  or boa rd  m a y  co n s id e r  any  
p roposed  lo c a l g o v e rnm en t b o u n d a ry  change . I t  m a y  present 
p roposed  changes to the leg is la ture d u r in g  the f irs t ten days o f  any  
regu lar session. T h e  change sha l l b e com e  e f fec t iv e  forty-five days 
after p re sen ta t io n  or at the e n d  o f  the  session, w h ic h e v e r  is ear l ie r , 
un less d isapp roved  by a re so lu t io n  co n cu r re d  in  by  a m a jo r i t y  o f  
the m em be rs  o f  each house . T h e  c om m is s io n  or boa rd , s ub je c t  to 
law , m a y  estab l ish p rocedures w h e reby  b ounda r ie s  m a y  be 
ad jus ted  by lo c a l  a c t io n .

S e c t io n  13. Agreements; Transfer o f  Powers. A g reem en ts , 
i n c lu d in g  those fo r  co op e ra t iv e  or j o i n t  a dm in is t r a t io n  o f  any  
fu n c t io n s  or powers , m ay  be m ade  by any  lo ca l g o v e rnm en t  w i t h  
any o th e r  lo c a l  g o v e rnm en t ,  w i t h  the  State , o r w i t h  the  U n it e d  
States, unless o therw ise  p ro v id e d  by law  or cha rte r . A  c i t y  m a y  
transfer to the bo rough  in w h ic h  i t  is lo ca ted  an y  o f  its powers  or 
f u n c t io n s  un less p r o h ib i t e d  by law  o r cha rte r , and  m a y  in  l ik e  
m a n n e r  revoke the transfer.

S e c t io n  14. Loca l G o v e r nm e n t  A gency . A n  agency  sha l l be 
es tab l ished  by law  in  the e x e cu t iv e  b ran ch  o f  the state g o v e rnm en t  
to adv ise  and  assist loca l gove rnm en ts . I t  sha l l re v iew  th e ir  
a c t iv i t ie s , c o l le c t  a nd  p u b l is h  lo ca l g o v e rnm en t  in f o rm a t io n ,  and  
p e r fo r in  o th e r  du t ie s  prescr ibed by law .

S e c t i o n  15. Spec ia l Serv ice  D is tr ic ts . Spec ia l serv ice 
d is tr ic ts  ex is t in g  at the t im e  a bo ro ugh  is o rgan ized  shall be 
in teg ra ted  w i t h  the go ve rnm en t o f  the b o ro u gh  as p r o v id e d  by 
law .


