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ARTICLE 2 COMMUNITY AND REGIONAL AFFAIRS.

Sec. 44.47.050. GENERAL POWERS AND DUTIES. The
department may

(1) advise and assist local governments;
(2) serve as staff for the Local Boundary Commission;

(3) conduct studies and carry out experimental and pilot
projects for the purpose of developing solutions to community
and regional problems;

(4) promote cooperative solutions to problems affecting
more than one community or region, including joint service
agreements, regional compacts, and other forms of cooperation;

(5) serve as a clearinghouse for information useful in
solution of community and regional problems, and channel to
(he appropriate authority requests for information and services;

(6) advise and assist community and regional governments
on matters of finance, including but not limited to bond
marketing and procurement of federal funds;

(7) prepare suggested guidelines relating to the content of
notice of hond sale advertisements, prospectuses and other
bonding matters issued by local governments;

(8) administer state funds appropriated for the henefit of
unorganized regions within the state, allowing for maximum
participation by local advisory councils and similar hodies;

(9) carry out those administrative functions in unorganized
boroughs that the legislature may prescribe;

(10) study existing and proposed laws and state activities
that affect community and regional affairs and submit to the
governor recommended changes in those laws and activities;
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(11) coordinate activities of the state which have impact on
community and regional affairs;

(12) assist in the development of new communities and
serve as the agent of the state for purposes of participation in
federal programs relating to new communities;

(13) supervise planning, management, and other activities
required for local eligibility for financial aid under those federal
ar.d state programs which provide assistance to community and
regional governments;

(14) administer state, and, as appropriate, federal programs
for revenue sharing, grants, and other forms of financial assistance
to community and regional governments;

(15) provide staff assistance, as requested, to the Rural
Affairs Commission;

(16) apply for, receive and use funds from federal and other
sources, public or private, for use in carrying out the powers and
duties of the department;

(17) request and utilize the resources of other agencies of
state government in carrying out the purposes of this chapter to
‘he extent such utilization is more efficient than maintaining
departmental staff, reimbursing the other agencies when
appropriate;

(18) carry out other functions and duties, consistent with

law, necessary or appropriate to accomplish the purpose of this
chapter.

ARTICLE 3. PLANNING ASSISTANCE.
Sec. 44.47.080. PLANNING ASSISTANCE TO PLATTING

AUTHORITIES. To facilitate urban planning in cities and other
political subdivisions, the department may provide planning
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assistance, including but not limited to surveys, land-use studies,
urban renewal plans, technical services, and other planning work
to a city, borough, or other platting authority. In an area under
the jurisdiction for planning purposes of acity, borough, or other
platting authority, the department may not perform the planning
work except at the request or with the consent of the local
authority.

Sec. 44.47.090. ASSISTANCE BY CITIES AND
PLATTING AUTHORITIES. A city or platting authority may
make funds under its control available to the department for the
purposes of obtaining planning work or planning assistance, or
both, for its area. The department may contract for, accept, and
expend the funds for urban planning for the local jurisdiction.

Sec. 44.47.100. PLANNING POWERS OF
AUTHORITY. The department may accept and expend grants
from the federal government and other public or private sources,
may contract with reference thereto, and may enter into contracts
and exercise all other powers necessary to carry out secs. 80-100
of this chapter.

ARTICLE 4 RURAL DEVELOPMENT

Sec. 44.47.130. POWERS AND DUTIES. To promote
development of rural areas of the state the department is
authorized to

(1) investigate social aid economic conditions of rural areas
to determine the need to expand economic opportunities and
improve living conditions;

(2) formulate a coordinated program to broaden and
diversify the economic bhase of rural areas;

(3) coordinate administration of emergency relief, surplus
food distribution, or other public assistance programs, except the
reqular relief and assistance programs of the federal government in
rural areas;
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(4) formulate and conduct a program of construction of
basic facilities to improve health, v'elfare and economic security
and provide employment and income in the rural areas;

(5) promote training and educational programs designed to
expand employment opportunities for residents of rura’ areas.

ARTICLE 5 GENERAL PROYISIONS.

Sec. 44.47.160. REGULATIONS. The department may
adopt regulations in accordance with the Administrative Procedure
Act (AS 44.62) to carry out the purposes of this chapter.

Sec. 44.47.170. DEFINITIONS. In this chapter

(1) “commissioner™ means the commissioner of community
and regional affairs;

(2) “community™ means homo rule cities and boroughs,
cities and boroughs of any class, and unorganized boroughs and
villages which are social units;

(3) “department” means the Department of Community
and Regional Affairs;

(4) *“region” means an area larger than a community, or
including all or part of more than one community, but sufficiently
integrated that it may be treated as a unit for administration of
particular services.

*Sec, 3. AS 43.18.010(a)(4)(B)(ii) isamended to read:

(i) an annual contract with a recognized planning firm
to provide land use p.anning and plan implementation on a
consulting basis with a work program outline approved by
the Department of Community and Regional Affairs; or
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*Sec.4. AS 43.18.010(a)(4)(B)(iii) is amended to read:

(iii) the state’s continuing planning advisory service
program through the Department of Community and
Regional Affairs;

&5 5. AS 44.19.250 isamended to read:

Sec. 44.19.250. LOCAL BOUNDARY
COMMISSION. There is in the Department of Community
and Regional Affairs a local boundary commission. The local
boundary commission consists of five members appointed by
the governor for overlapping five-year terms. One member
shall be appointed from each of the four major senatorial
election districts and one from the state at large. The member
appointed from the state at large is the chairman of the
commission.

&Sec. 6. AS 44.19.260(a)(3) is amended to read:

(3) consider a local government boundary change
requested of it by the legislature, the commissioner of
community and regional affairs, or a political subdivision of
the state; and

&5ec. 7. Ao 44.19.270 is amended to read:

Sec. 44.19.270. MEETINGS AND HEARINGS. The
chairman of the commission or the commissioner of
community and regional affairs with the consent of the
chairman may call a meeting or hearing of the local boundary
commission. All meetings and hearings shall be public. .

&S5 8. AS 44.19.880(a)(10) is amended to read:

(10) assist the governor and the Department of
Community and Regional Affairs in coordinating the
activities of state agencies which have an impact on the
solution of local and regional development problems;
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¥Scc. 9. When the titles “Local Affairs Agency” or “Rural
Development Agency” appear in the law of this state, they shall be
read as the “Department of Community and Regional Affairs”.

*Sec. 10. AS 18.55.970 -18.55.990; AS 44.19.180 -44.19.210;
44.19.580 -44.19.620; 44.19.880(5) are repealed.

&Section 11, All litigation, hearings, investigations and other
proceedings pending under alaw amended or repealed or functions
which may be transferred by this Act, continue in effect and may
be continued and completed notwithstanding a transfer or
amendment or repeal provided for in this Act. Certificates, orders,
rules or regulations issued or filed under authority of law amended
or repealed by this Act or functions which may be transferred by
this Act, remain in effect for the term issued, until revoked,
vacated, or otherwise modified under the provisions of this Act.
All contracts or other obligations created by a law amended or
repealed by this Act or by virtue of functions which may be
tranferred by this Act, and in effect on the effective date of this
Act, remain in effect until revoked, or modified under the
provisions of this Act. Appropriations, records, equipment and
other property of agencies of the state integrated with the
Department of Community and Regional Affairs established under
this Act are transferred to the department. Appropriations and
other money available and to hecome available to agencies the
functions, powers and duties of which have been transferred to the
Department of Community and Regional Affairs established under
this Act shall be available for the objects and purposes for which
appropriate or otherwise made available, subject to the terms,
restrictions, limitations or other requirements imposed under this
section or federal law.

&S5 12, This Act takes effect July 1, 1972,

Approved by governor: July 7,1972
Actual effective date: July 1, 1972
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APPENDIX C

IN THE HOUSE BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR

HOUSE BILL NO. 596

IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE-SECOND SESSION

A BILL

For an Act entitled: “An Act providing for boroughs in the
unorganized borough; and providing for an effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
& Section 1. AS 07 isamended by adding a new chapter to read:

CHAPTER 04. BOUNDARIES AND ORGANIZATION OF BOROUGHS
IN THE UNORGANIZED BOROUGH.

ARTICLE 1. BOUNDARIES, ADMINISTRATION AND
INCORPORATION.

Sec. 07.04.010. BOUNDARIES. By the tenth day
following the convening of the first session of the Eighth
Legislature, the Local Boundary Commission shall propose to the
legislature a division of the unorganized area of the state into
unorganized boroughs. 'Die Local Boundary Commission may
propose adjustments to the boundaries of existing boroughs to the
extent necessary to secure conformity with the standards for
borough boundaries set forth in the statutes and in the
Constitution of the Slate of Alaska. A proposed adjustment of
existing boui.claries shall provide for those transitional matters the



commission considers necessary or appropriate. The houndaries
proposed by the Local Boundary Commission hecome effective 45
days after presentation or at the end of the session whichever is
earlier, unless disapproved by resolution concurred in by a
majority of the members of each house. The proposed division is
not subject to modification by the legislature as an alternative to
disapproval, and if disapproved by the legislature the proposed
division made in accordance with the section is of no effect.

Sec. 07.04 020. ADMINISTRATION. Unorganized
boroughs shall be administered by the Department of Community
and Regional Development as prescribed by the legislature.

Sec. 07.04.030. ADVISORY COUNCIL. In each
unorganized borough the lieutenant governor, within 60 days of
the establishment of unorganized borough in the manner provided
in sec. TO of this chapter shall provide for election of an advisory
council of 11 members. The council may participate in an advisory
capacity in the development and implementation of state
programs and projects relating to the borough. Elections of
council members shall be held every four years.

1

Sec. 07.04.035. COUNCIL MEMBERSHIP. At the time of
election and during their tenure advisory council members shall be
qualified voters of the state and residents of the borouglv. A
vacancy on the advisory council shall be filled by a person
qualified for election to the advisory council and selected by
majority vote of the remaining members of the council. If a
majority of seats on the advisory council are vacant concurrently,
the lieutenant governor shall fill the vacancies by appointment of
persons qualified for election to the advisory council.

Sec. 07.04.040. INCORPORATION. A percentage,
determined in accordance with AS 07.10.020(8), of the qualified
voters of an unorganized borough may petition for organization of
the borough as a borough of the first, second or third class in the
manner provided in AS 07.10 and 07.17, except that the petition
need not include matters relating to boundaries.
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ARTICLE 22 HOME RULE CHARTERS.

Sec. 07.04.050. ADOPTION OF CHARTER. An
unorganized horough established under this chapter may adopt a
home rule charter in the manner prescribed by AS 29.40.010 -
29.40.030 and AS 29.85.110(a) - (d), except that the advisory
council elected in accordance with sec. 30 of this chapter shall
perform the duties assigned to city councils, and except that the
charter commission shall consist of 11 members. Vacancies on the
charter commission shall be filled in the same manner as vacancies
on tire advisory council.

Sec. 07.04.060. ORGANIZATION The charter commis-
sion shall initiate organization of the borough in accordance with
the terms of the charter by submission of the charter to the
Department of Community and Regional Development. The char-
ter shall be submitted within one year of the first meeting of the
commission. The department shall review the charter in light of
the circumstances of the particular borough and, within 120 days
from receipt shall transmit the charter, together with its findings
and recommendations, to the Local Boundary Commission.

Sec. 07.04.070. HEARING. The Local Boundary
Commission shall hold at least one hearing in the area proposed to
be organized for the purpose of hearing public comment on the
charter.

Sec. 07.04.080. LOCAL BOUNDARY COMMISSION
DETERMINATION. The Local Boundary Commission, within 90
days from receipt of the charter and the recommendations and
findings of the Department of Community and Regional
Development, shall determine whether the charter meets standards
for organization established by the laws and the Constitution of
die State of Alaska and by regulations adopted by the com-
mission.

Sec. 07.04.090. REJECTION OF CHARTER. If the Local
Boundary Commission determines that the charter fails to meet
the standards for organization it shall reject the charter stating in
writing its reasons for the rejection.
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Sec. 07.04.100. AMENDED CHARTER. A charter
commission, within 60 days of rejection, may prepare and submit
to the Department of Community and Regional Development an
amended charter fairly meeting the stated objections to the
original charter. The amended charter shall be evaluated in the
same manner as the original charter. No more than one original
and one amended charter may be submitted within one 12 month
period.

Sec. 07.04.110. RATIFICATION OF CHARTER. If the
Local Boundary Commission determines that the charter meets
tire standards for organization it shall notify the lieutenant
governor. As soon thereafter as practicable the lieutenant governor
shall provide for an election in the borough on the question of
whether or not the charter is ratified and for election of the
officers provided for in the charter, lire election shall be preceded
by publication and posting of the proposed charter by the
lieutenant governor substantially in the manner provided for other
charter elections in AS 29.85.150.

Sec. 07.04.120. CERTIFICATION OF RESULTS. If a
majority of the votes cast by the qualified voters of the borough
are against ratification the lieutenant governor shall so certify and
shall certify that the charter is defeated. If a majority of the votes
cast by the qualified voters on the question are in favor of ratifica-
tion the lieutenant governor shall so certify and declare that the
borough in which the election was held is an organized borough
and a municipal corporation in accordance with the terms of the
charter. The lieutenant governor shall also certify the names of
those candidates who received the greatest number of votes for the
offices established by the charter.

Sec. 07.04.125. VOTERS, ELECTIONS AND COSTS, (a)
A person is qualified to vote in a borough election authorized in
this chapter if he is qualified to vote in state elections and if he is a
resident of the borough.

(h) The lieutenant governor shall supervise elections under

this chapter as provided for supervision of other borough elections
under AS 07.10.120(d).
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() The state through the office of the lieutenant governor
shall assume the costs of elections and charter preparation under
this chapter.

*Sec. 2. Nothing in the Act may be construed to affect any
organization petition pending on the effective date of this Act. All
such petitions shall be acted upon in the manner provided by law
in effect prior to the effective date of this Act.

*Sec. 3. AS 07.05.010 and AS 07.05.040 are repealed.

*Sec. 4. This Act takes effect July 1,1972.
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APPENDIX D

IN THE HOUSE BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR

HOUSE BILL NO. 597

IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE-SECOND SESSION

A BILL

For an Act entitled: “An Act providing for assessment, levy, col-
lection and distribution of a property tax; and providing for an
effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
&Section 1. AS 43 is amended by adding a new chapter to read:
CHAPTER 77. PROPERTY TAX
ARTICLE 1. LEVY, ASSESSMENT AND COLLECTION,

Sec. 43.77.010. LEVY OF TAX. An annual tax of 15 mills
is levied each tax year, beginning January 1, 1973, on the full and

true value of taxable real and personal property located in the
state.

Sec. 43.77.020. EXEMPTIONS. The following property is
exempt from the tax levied in sec. 10 of this chapter:

(1) an owner-occupied single family dwelling, and th
land it stands on, including but not limited to condomi-



niums to the extent of the interest of an owner, and house-
hold goods and personal effects, including but not limited to
farm equipment, inventory, mechanic’s tools and other
equipment necessary to the business of the taxpayer and
other property of the taxpayer of any description otherwise
taxable under this chapter; however, an exemption under this
paragraph may not exceed $50,000;

(2) property exempt under AS 29.10.336;
(3) unimproved land;

(4) aircraft weighing 6,000 pounds or less;

(5) boats and vessels otherwise taxed by a city or
borough.

Sec. 43.77.030. CREDIT. A creditis allowed to an owner
on the tax payable with respect to particular property under this
chapter equal to the full amount of ad valorem tax levied by a city
or borough on the same property for the same tax year and not
satisfied by means of a tax credit or by means of a tax incentive.

Sec. 4377.040. LOCAL EEFFORT EXCLUSION. No
return need be filed nor tax paid by any person with respect to
prgperty located in a city or borough for any tax year as to which
the Department of Revenue certifies that the amount of Lax which
would be levied under this chaplcr in the city or borough for that
year exceeds the amount of revenue raised or anticipated from all
local taxes in the city or borough during the tax year next
preceding.

Sec. 43.77.050. ASSESSMENT. Assessment of property in
unorganized boroughs subject to the tax levied under this chapter
shall be carried out by the office of the state assessor in the
Department of Community and Regional Development in the
manner provided in AS 29.10.373 -29.10.453 for first class cities,
except that the state assessor in the Department of Community
and Regional Development shall function in place of the local
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assessor and a state assessment review officer shall function in
place of the city council sitting as a board of equalization.

Sec. 43.77.060. STATE ASSESSMENT REVIEW
OFFICERS. The commissioner of community and regional
development shall appoint at least five qualified persons to serve at
his pleasure as state assessment review officers. At least one such
person shall be appointed from each of the four judicial districts.

Sec. 43.77.070. COMPENSATION, PER DIEM AND
EXPENSES. State assessment review officers receive no compen-
sation but are entitled to per diem and expenses authorized by law
for boards.

Sec. 43.77.080. POWERS AND DUTIES. Each state assess-
ment review officer has the powers and duties with respect to
assessment in unorganized boroughs of a city council sitting as a
board of equalization with respect to first class cities.

Sec. 43.77."90. HEARINGS. The commissioner of
community and regional development shall assign annually at least
one state assessment review officer to hear assessment appeals at
appropriate locations in each election district.

Sec. 43.77.100. REAL PROPERTY RECORDING. To
assist in assessment of real property subject to tax under this
chapter, no recorder may accept for filing any document of transf-
er unless the document shows on its face alegal description of the
property, the names and addresses of the buyer and seller, the date
of the sale, and the purchase price, attested to by the transferee,
except that, the recorder may accept, in place of this information
on tire document of transfer, a sworn statement of the transferee
containing the same information. The statement shall bo held in
confidence for use only by the office of the state assessor.

Sec. 43.77.110. COLLECTION AND ENFORCE-
MENT. The tax levied in this chapter is payable in full to the
Department of Revenue on September 30 of the tax year. A
penalty of ten per cent shall be added to delinquent taxes and
interest at the rate of six per cent a year shall accrue on all unpaid
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taxes, excluding penalties, from the due date until paid in full.
Collection of the tax levied in this chapter shall be carried out by
the Department of Revenue in the manner provided in AS
29.104-56 - 29.10.537 and AS 29.10.348 -29.10.351 for first
class cities.

See. 43.77.120. PROCEEDS OF TAX. Money collected
under this chapter shall be deposited in the general fund.

Sec. 43.77.130. LIEN FOR TAX. The tax levied under this
chapter and interest and penalty set out in sec. 110 of this chapter
are liens upon the property assessed and taxed. With respect to
property located outside an organized borough and outside of a
city, the tax liens provided by this chapter are prior and para-
mount to all other liens or encumbrances against the property
assessed. With respect to property located in cities and boroughs
the tax liens provided by this chapter are prior to all liens and
encumbrances against the property assessed except liens for taxes
levied by the city or borough.

Sec. 43.77.140. FALSE STATEMENT. A person who
knowingly makes a false statement in areturn required under this
chapter as to the amount, location, kind or value' of property
subject to taxation with intent to evade the taxation is guilty of a
misdemeanor and upon conviction is punishable by a fine of not
more than $500 or by imprisonment for not more than five days,
or by both, together wiln the costs of prosecution.

ARTICLE 2 REVENUE SHARING AMONG
UNORGANIZED BOROUGHS.

Sec. 43.77.160. DISTRIBUTION OF PROCEEDS. The
legislature is authorized to appropriate each year as shared revenue
for the benefit of unorganized horoughs an amount equal to the
net amount of revenue raised under this chapter in the preceding
year on property located in unorganized boroughs. Revenue so
appropriated shall be administered by the Department of Com-
munity and Regional Development. The department shall hold and
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utilize for the benefit of each unorganized borough an amount
determined in accordance with secs. 170 -190 of this chapter.

Sec. 43.77.170. DIRECT RETURN. From the appropri-
ation authorized under sec. 160 of this chapter an amount equal
to the net revenue raised by a five mill levy on property taxable
under this chapter within each unorganized borough shall be held
and used for the benefit of the unorganized borough where the
particular property is located.

Sec. 43.77.180. DISTRIBUTION. Revenue appropriated
under sec. 130 of this chapter, less revenue allotted in accordance
ewith sec. 170 of this chapter, shall be held and used for the benefit
of each unorganized borough in accordance with the ratio of its
distribution index to the sum of the distribution indices of all
unorganized horoughs.

Sec. 43.77.190. DISTRIBUTION INDEX. The distribution
index of each unorganized borough is based upon its wealth, cost
of services, population and area and is determined by the follow-
ing formula: pnp

D = distribution index
Fa = average fiscal capacity of unorganized boroughs
Fp = fiscal capacity of the particular unorganized borough

C  =cost of service whichis the cost as determined by the
state assessor for each tax year in each particular
unorganized borough of providing education, water,
sewer, police, fire, administrative and other government
services expressed as a percentage of the average cost of
such services in all unorganized boroughs.

P = population of the particular unorganized borough as a
percentage of total population of unorganized boroughs.
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Sec. 43.77.200. DEFINITIONS. In this chapter

(1) “Taxable real and personal property” means pro-
perty not exempt from taxation under the constitution and
laws of the state; particularly the term does not include
property exempt under sec. 20 of this chapter, in AS
29.10.342, in AS 29.10.343 and in 29.10.344: the term
otherwise includes property exempted from taxation by
home rule charter provision and property exempted from
execution under AS 09:;

(2) “real property” means property defined in AS
29.10.552(1);

(3) “personal property” means property as defined in
AS 29.10.552(3) excluding money on deposit;

(4) “unimproved land'1l means land with respect to
which the state assessor in the Department of Community
and Regional Development determines that no current physi-
cal addition or alteration which enhances th. utility, value, or
income producing potential exists; |

(5) “fiscal capacity” means the total assessed value
within an organized bhorough divided by its population.

Sec. 43.77.210. REGULATIONS. The Department of
Community and Regional Development and the Department of
Revenue may adopt regulations as appropriate to carry.out their
respective duties under this chapter.

&See. 2. This Act takes effect on the day after its passage and
approval or on the day it becomes law without approval.
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APPENDIX E

IN THE HOUSE BY THE LOCAL GOVERNMENT COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 598

IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE-SECOND SESSION

ABILL

For an Act entitled: “An Act providing for a state tax on pro-
perty used in connection with transportation of unrefined oil and
gas; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
& Section 1. AS 43 is amended by adding a new chapter to read:

CHAPTER 56. OIL AND GAS TRANSPORTATION PROPERTY TAX.

Sec. 43.56.010. LEVY OF TAX. An annual tax of 20 mills
is levied each tax year beginning January 1, 1973, on the full and
true value of taxahle real and tangible personal property employed
in the transportation of unrefined oil and gas. With respect to a
facility employed for part of a tax year in such a manner as to
render it taxable under this chapter or partly so employed for a
full tax year, the value of the facility taxable under this chapter
shall )e proportionate to the employment. Property taxable under
this chapter does not include property employed in the construc-
tion of facilities taxable under this chapter as distinct from the
facilities themselves. The tax levied under this chapter does not
apply to property with respecL to which an ad valorem tax is



payable to acity or borough on January 1, 1972 and on January 1
of any succeeding year during which a tax is levied under this
chapter.

Sec. 43.56.020. EXEMPTIONS. In addition, to property
excluded under sec. 150(6) of this chapter, the following property
isexempt from the tax levied under this chapter:

(1) producing oil or gas leases;

(2) machinery, appliances and equipment used in and
around a well producing oil nrgas and actually used in the
operation of a well;

(3) oil and gas produced in the state upon which gross
production taxes are paid;

(4) pipelines less than 21 inches in diameter.

Sec. 43.56.030. IN LIEU OF OTHER TAXES. Payment of
the tax levied ur.der this chapter is in lieu of all ad valorem taxes
on property subject to tax under this chapter now or hereafter
imposed by the state, or by a city or a borough.

Sec. 43.56.040. ASSESSMENT. Assessment of property
subject to the tax levied under this chapter shall be carried out by
the Local Affairs Agency substantially in the manner provided in
AS  29.10.378 « 29.10.453 for first class cities, except that the
agency shall function in place of the local assessor, and the State
Assessment Review Board shall function in the place of the city
council sitting as a board of equalization.

Sec. 43.56.050. STATE ASSESSMENT REVIEW
BOARD. The director of local affairs shall appoint at least five
qualified persons to serve at his pleasure as the State Assessment
Review Board. At least one person shall be appointed from each of
the four judicial districts.

Sec. 43.56.060. PER DIEM AND EXPENSES. Members of
the State Assessment Review Board shall be compensated and arc
entitled to per diem and expenses authorized by law for boards.
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Sec. 43.56.070. POWERS AND DUTIES. The State Assess-
ment Review Board has the powers and duties with respect to
assessment of property taxable under this chapter of a city council
sitting as a board of equalization with respect to first class cities.

Sec. 43.56.080. COLLECTION AND ENFORCE-
MENT. The tax levied in this ¢ apter is payable in full to the
Department of Revenue on September 30 of the tax year, except,
that, the Department of Revenue may by regulation provide for
prepayment of taxes and payment by installments. A penalty of
ten per cent shall be added to delinquent taxes and interest at the
rate of eight per cent per annum, or four percentage points above
the per annum rate charged member banks for advances by the
12th Federal Reserve District that prevailed on the first day of the
month preceding the commencement of that calendar quarter,
whichever is greater, shall accrue on all unpaid taxes, excluding
penalties, from the due date until paid in full. Collection of the
tax levied under this chapter shall be carried out by the Depart-
ment of Revenue substantially in the manner provided in AS
29.10.456 -29.10.537 and 29.10.348 - 29.10.351 for first class
cities.

Sec. 43.56.090. LIEN FOR TAX. The tax levied under this
chapter and interest and penalty set out in sec. 80 of this chapter
are liens upon the property subject to tax under this chapter. The
liens provided by this section are prior and paramount to all other
liens or encumbrances upon the same property.

Sec. 4356.100. FALSE STATEMENT. A person who
knowingly fails to file a return when due or makes a false state-
ment in a rctu.n required under this chapter as to the amount,
location, kind or value of property subject to taxation with intent
to evade the taxation is guilty of a misdemeanor and upon convic-
tion is punishable by u fine of not more than $1,000, or by
imprisonment for not more than six months, or by both, together
with the costs of prosecution.

Sec. 4356.110. DEPOSIT IN GENERAL FUND. 'Hie
annual revenue from the tax levied under this chapter shall be
deposited in the general fund.
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Sec. 43.56.120. AUTHORIZATION OF APPROPRIA-
TION. There is authorized to be appropriated to the Local
Affairs Agency each year an amount equal to the sum of the
amounts deposited in the general fund under sec. 110 of this
chapter, less costs incurred or anticipated in administration of the
tax for the year of levy.

Sec. 43.56.130. DISTRIBUTION. As soon as practicable
following the annual appropriation provided for in sec. 120 of this
chapter, the Local Affairs Agency shall distribute to the treasurer
of each taxing unit, and shall segregate and hold for the benefit of
each unorganized borough, an amount which bears the same ratio
to the total amount of the annual aporopriation under sec. 120 of
this chapter as the distribution index of the governmental unit
bears to the sum of the distribution indices of all governmental
units.

Sec. 43.56.140. DISTRIBUTION INDEX. ‘Hie distribution
index of each governmental unit is based on its cost of services,
wealth and population and is determined annually in accordance
with the following formula:

where

D  ®distribution index

P -total population of the governmental unit as a percen-

tage of the statewide total population
C  =cost of service index
Fp  =fiscal capacity

Fa = statewide fiscal capacity.
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Sec. 43.56.150. DEFINITIONS. In this chapter

(1) *“cost of service index” means the ratio as deter-
mined by the Local Affairs Agency of the average cost of
materials and personal services, weighed equally, in a particu-
lar governmental unit to the average cost of materials and
personal services in the state as a whole for each tax year; in
determining the cost of service index the state assessor may
utilize such standards of reference as federal cost of living
data, state employee regional pay differentials and other
measures and standards which in his opinion tend to reflect
cost differentials of construction materials, labor, and other
components of the overall cost of local government opera-
tions;

(2) "fiscal capacity” means the ratio of total taxahle
assessed value to total population in a governmental unit;

(3) ‘*‘governmental unit" means an organized horough
or acity levying ad valorem taxes whether located inside or
outside an organized horough, and an unorganized borough;

(4) “statewide fiscal capacity” means the ratio of total
taxable assessed value to total population for the state as a
whole:

(5) *“taxable real and tangible personal property”
means property not exempt from taxation under the consti-
tution and laws of the state or of the United States, but docs
not include any subsurface estate or propeity used in a
consumer distribution system; the term includes otherwise
taxable property exempted from taxation under home rule
ordinance or charter;

(6) “taxing unit” means any organized borough or city
levying ad valorem taxes whether located inside or outside an
organized borough.

Sec. 43.56.160. REGULATIONS. The Local Affairs

Agency and the Department of Revenue may adopt regulations as
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appropriate to carry out their respective duties under this chapter,
including regulations governing determination of the population
valuation and cost factors in sec. 140 of this chapter.

*Scc. 2. This Act takes effect on the day after its. passage and
approval or on the day it becomes law without approval.

APPENDIX F

IN THE HOUSE BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR

HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE-SECOND SESSION

A BILL

For an Act entitled: “An Act providing for equalization of local
tax resources; and providing for an effective date."

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

ASection 1. AS 43 is amended by adding a new chapter to read:
CHAPTER 17. STATEWIDE TAX RESOURCE EQUALIZATION.

Sec. 43.17.010. PURPOSE. The purpose of this chapter is
to provide for equitable allocation of tax resources among local
government units organized and unorganized, and to insure that
no area suffers impoverishment of necessary public services, rela-
tive to other areas, hecause of the chance location of taxable
wealth within the state.

Sec. 43.17.020. DETERMINATION OF VALUE IN-
CREASE. As soon as practicable following completion of assess-
ment rolls for the tax year beginning January 1, 1973 and each tax
year thereafter, the state assessor shall ascertain and certify for
each governmental unit the amount by which the value of taxable
property within the governmental unit as of January 1, 1973, and



each year thereafter, exceeds the value of the taxable property
within the governmental unit as of January 1 of the preceding
year. The amount of such excess is the annual value increase of the
governmental unit.

Sec. 43.17.030. RETAINED REVENUE, (a) Forty per
cent of the net revenue raised by the annual application of the mill
rate levy of each taxing unit to the value increase of the tax base
of the taxing unit may be retained and expended by the taxing
unit in which the increase occurred.

(b) Forty per cent of the net revenue raised by the annual
application of the mill rate levy imposed under AS 43.77 to the
value increase of each unorganized borough may be appropriated,
held and used for the benefit of unorganized boroughs in the
manner provided in AS 43.77.160.

Sec. 43.17.040. EQUALIZATION REVENUE, (a) An
amount equal to 60 per cent of the net revenue raised by the
annual application of the mill rate levy of each taxing unit to the
value increase of the taxing unit shall be remitted to the Depart-
ment of Revenue for deposit in the general fund of the state not
later than December 31,1973 and each year thereafter.

(b) An amount equal to 60 per cent of the net revenue raised
by the application of the mill rate levy imposed under AS 43.77 to
the value increase of each unorganized borough shall be collected
by the Department of Revenue for deposit in the general fund of
the state not later than December 31, 1973 and each year there-
after.

Sec. 43.17.050. STATEWIDE TAX EQUALIZATION
FUND. There is authorized to be appropriated each year an
amount equal to the sum of the amounts deposited in the general
fund under sec. 140 of this chapter. The amount appropriated
under authority of this section is the statewide tax equalization
fund which shall be administered by the Department of Commun-
ity and Regional Development.
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Sec. 43.17.060. DISTRIBUTION. As soon as practicable
following appropriation of the statewide tax equalization fund
provided for in sec. 50 of this chapter, the Department of
Community and Regional Development shall distribute to the
treasurer of each taxmg unit, and shall segregate and hold for the
benefit of each unorganized borough an amount which bears the
same ratio to the total amount of the statewide tax equalization
fund as the distribution index of each governmental unit bears to
the sum of the distribution indices of all governmental units.

Sec. 43.17.070. DISTRIBUTION FORMULA. The distri-
bution index of each governmental unit is based on its cost of
services, wealth, population and local tax effort and is determined
in accordance with the following formula

PCLF.
where
D = distribution index
P = civilian population of the governmental unit as a
percentage of the statewide civilian population
C  =cost of service index
L =local tax effort

Fp  =fiscal capacity

Fa =statewide fiscal capacity.

Sec. 43.17.080. DEFINITIONS. In this chapter

(1) “taxing unit means any organized borough or city
levying ad valorem taxes whether located within or outside
an organized borough;
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(2) “governmental unit” means an organized borough
or a city levying ad valorem taxes whether located within or
outside an organized borough, and an unorganized borough;

(3) “fiscal capacity” means the ratio of total taxahle
assessed value to total population within a governmental unit;

(4) “statewide fiscal capacity” means the ratio of total
taxable assessed value to total population for the state as a
whole;

(5) “local tax effort” means the ratio of total revenue
raised from ad valorem taxes within each governmental unit,
including, as applicable, the tax levied under AS 43.77, to the
total assessed value of taxable property within the govern-
mental unit;

(6) *“cost of services index™ means the cost as deter-
mined by the state assessor in the Department of Community
and Regional Development for each tax year in each particu-
lar governmental unit of education, sewer, water, police and
fire protection, road construction and other governmental
services expressed as a percentage of the average cost of those
services in the state as a whole.

Sec. 43.17.090. REGULATIONS. The Department of
Community and Regional Development may adopt regula-
tions necessary or appropriate to carry out the purpose of
this chapter.

*Soc. 2. This Act takes effect on the day after its passage
and approval or on the day it becomes law without approval.
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EXTRA SESSION
CHAPTER 21—S.F.No.10

[Coded]

An net relating to metropolitan development; providing ‘m
allocation among governmental units of increases in the
valuation of commercial-industrial property’ within the metre;.,
area; providing d formula for the dhirihution of additional r,],
to municipalities within the metropolitan area; creating K
accounts in the state treasury; and appropriating money.

Re it.enacted by the Legislature of the Stale of Minnesota:

Section 1 ’5473F.011METROPOLITAN AREAS; 118LU!
TION OP REVENUES; PURPOSE. The legislature finds it d*ir
to improve the revenue raising and distribution system in tir.
county Twin Cities area toaccomplish the following objectives:

(1) To provide a way for local ﬁovernments to share.
resources generated by the growth of the area, without removirg
resources which local governments already have;

(2) To increase the likelihood of orderly urban develop::*' >
reducing the impact of fiscal considerations on the Imat-
business and residential growth and of highways, transit f;-
and airports;

(3) To establish incentives for all parts of the area to work 'mm
growth of the area as a whole;

(4 To provide a way whereby the area’s resources can k :
available within and through the existing, system of local }«m
merits and local decision making;

(5) To help communities in different stages of developin' *
making resources increasingly available to communities at ttme
stages of development aw! redevelopment when financial pri -
on them are the greatest;

. (02 ~To encourage protection of the environment by redu c.
impact of fiscal considerations so that flood plains can be p—
and land for parks and open space can be preserved; and

(7 To Erovid.e for the distribution to municipalities of ae«!/
revenue:; generated within the area or from outside sources p
to other legislation.

Sec. 2 [173F.02] DEITNTnONS. Subdivision 1 Th. /
defined in t'ds section shall have ihe meanings therein a-'vr
them for pu osos of this act unless <ontoxt otherwise iv.p:i:v>.

Changes or additions indicated by iiijde.ljne, deletions by
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Siilut.2 "Atv;:” means oir- territory included within the bound
Bf Annie, Carver, Dakota, lic*n>ic*j>itir Kamsey, Scott, and
e(.iuglon counties.

Siilkl. 3. “Commercial-industrial properly™ means Ilu: fO:S*»\iir
foM.iw of properly, as defined in° Minnesota Statutes, Section

, excludm[q iliai portion of such properly () which may, hy law,
r-titute the lax base for a tax_increment pledged pursuant to
.1.scsnta Statutes, Section 4fi2.0S5 or Section “I'M.’10, to the extent
ewhile such tax increment is so pledged; (It) which may, by law,

itiite» the lax base for tax revenues set aside and paid over for
o li: to a sinking fundngursuant to direction of the city council in
~rdance with Caws 19G3, Chapter SSI, as amended, to the extent
-tsueh revenue? are so treated in any year; or (c) which is exempt
e:ataxation pursuant to Minnesota Statutes, Section 272.02,

la) That portion of class 3 property consmtmg of stocks of
o handise and furniture and fixtures used therewith; manufactur-
= materials and manufactured articles; and tools, implements and
eerinery, whether fixtures or otherwise. e

di) Class 3h property.
o) Class 3j property.

nl) That portion of class <Lpr,opert2/ which is either used or zoned
o.'sc for any commercial or industrial purpose, except for such
> Tiy which™i* or, in the case of property under construction, will
. completed be used exclusively for residential occupancy and tlr,
eslini of services to residential occupants thereof, ['roperty shall
e¢i.lered as used exc|u5|vel¥,for residential occupancy only if
:"f not less than 30 percent ot its occupied residential urits is, or,
mv.i.50 of property under construction, will wl -ncompleted be
Kl under an oral or v.rillon agreement for ccupnncy over a
‘e minus period of not les”, thar. tit) days,

I: the clas'ificatio.i ol property prescribed by section 27313 is
«fled by legislative amendment, ‘the references'in this subdivision
tic to such successor class or classes of properly, or portion?
".0f, as embrace the kinds of property designated in this subdivi-

"o That gropert,y,valued and assessed under Minnesota Staltiles,
"m 27313, Subdivision U.

$'*ul. L “'Je.ideiilial property” mean? the follow mg categoric-,
pi'erly, as defined In Minnesota Statutes, Section 2313
g that portion of such pr_oper% exempt from taxation
¢ ut'to Minue:.ola Statutes, Section 272.02:

#Class 3b property

®'s or advbtio’e. indicated by wunderline, deletions by idri‘'svn;;.
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(b) Class 3c property
(c) Class 3cc property
(<)) Class 3f property

() And that portion of Class 4 property used exchiMwP. '

residential occupancy.

N
(f) That gropert,y,valued and assessed under Minnesota Stn*-r
Section 273.13, Subdivision 17.

Subd. 5 "Governmental unit” means a county, city, .-
borouglt, town, school district, or other taxing unit”or body ees
leviesad valorem taxes in whole or in part within the area.

Subd. G "Administrative auditor" means the person <mise
pursuant to section 3

Subd. 7. "Population” means the most recent estimate -m:
Plopulat}on of a municipality made by the metropolitan conr.t, o
iled with the slate auditor.” The council shall annually cstiin.it*
population of each mumclpaht%asof a date which it deicrnfu;* .,
m the case of a municipality which is located partly within and; o
without the area, the propartion of the total which resides wit!":

area, and shall promptly thereafter file its estimates with i'a
auditor.

Subd. 8 "Municipality™ means a city, village, borough, t»w
township located in whole or part within the area. If a muni* :.
is located partly within and partly without the area, the mu n- e
this act to property ,or,am{ port: i thereof subject to t<\$m’
taxing jurisdiction “within the n icipalily arc to such propr*.;
portion thereof as is located in ti  portior of iho municipality "% *
the area, except that the fiscal  I.ieitv of such a i.timicipaiit.. 1
be computed upon the basis of e valuation and population mi'
entire municipality.

Subd. 0. "Qualifying municipality” means each city. vill.. o
borough which is locafed in whole or in part within the ir.etrsp
area and which has a population of .not less than 2500.

Subd. 10 "County" means each county in which a ja-*'r
tal unit is located in whole or in part.

Subd. 11 ",Local,I%/ raised revenues™ means the t™-I
receipts of a municipality, including those of iisconsiUu*
hoards, commissions, and other bodies, from all source.- .
purposes, reduced by the expenses, including a reasonable

for depreciation of ‘capital assets, incurred "in the opera. ¢
municipality of facilities for the production or sale '
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it lk4-, ur telephone service, except that locally raised
.aia*s shall not include:

la) Livciuies derived from the operation of municipal liquor
oES:

(% Public giauls, as defined in subdivision 17, except that for
~.USes of this subdivision the amount prescribed by clause (2) of
.§ivision 1Gshall I<e multiplied by 10;

ic) Grants or gifts from private persons, unless made by an entity
oiifit from ad "valorem taxation in an amount whichi does not
m.d the ad valorem tax which would have been payable by the
vy durmg that year for the benefit, of the recipient if the
of.iption did not exist; and

Id) The proceeds of any indebtedness incurred by the municipali-

The public examiner shall cert|f¥] the locally raised revenues of

nunicipalilv for each year to the state auditor not later than
Mnbe; 1 of the subsequent year. If the fiscal year of a
“icipality ends on a date other than December 31, the certification
.. itlate to the fiscal year which ended in the calendar year
e.o¢ling that in which the certificate is required to he made, and
s0 nces in this act to the Iocallgf raised revenues of a municipality

specified year shall be deemed to refer to the fiscal year ended in
o‘nccified calendar year.

Nibd. 12  “Market, value" of real properly within a municipality
ss the "acturd market value™ of real” property within the
.k|[pa||ty, determined in the manner and with respect to the
o |ly described for school district!; in Minnesota Statutes, Section
_.Subdivision 4, except that no adjustment shall be made for
eily on which taxes are paid into the slate treasury under gross
“nigs tax laws applicable to common carrier railroads. For
ep'ics of this ac\, the e.pmli/.ation aid review committee shali
«my make determinations and reports with respect to each
-C|Pal|ty which are comparable to those it makes for school
o«'Isunder Minnesota Statutes, Section 124.211, Subdivision 3, in
e>nmc manner and at the same times as are prescribed by that
"e'yision. Tim auditor oT each county and the commissioner oT
-tion shall annually determine and certify to the state auditor, for
I SiMnioipality, information comparable to that required of each of
by section 47553 subdivision 4, for school districts, as soon as
‘cable after i becomes available. The state auditor shall then
*'lie the market value, of property w:"bin each municipality.

vibd. 13 "Valuation" means the market value of real property
sega municipality.

or a(Mi,'a;:s indicated by underline, deletions by strikeout.
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~Subd. 14, “Fiscal capacity” of a municipality moans its
tion, determined as of Januarty 2 of any yedr, <IK' td
population, determined as of a date in the same year.

Subd. 15 "Average fiscal capacity” of municipalities mefcr..
sum of the valuatjons of all municipalities, determined as of
20f an%/ year, divided by the sum of their populations, detcrmir.v
of a date’in the same year.

~Subd. 1G. "Fiscal effort” of a municipality for any year
its locally raised revenues in that year, divided by its valuation ir.
year,

Subd, 17 "Public grants" means (1) the sum of all tn
received by a municipality pursuant to Minnesota Statutes. S. .y
27313, Subdivisions 3 and 15 (4), 27309, Subdivision S, *«
Subdivision 4, 297.13, 297A.51 to 2D7AGO, and 340.60; and ¢ 1-
tenth of all other moneys received by a municipality from tin - :
and stale governments, and their a?encles and political sub'll;;-
under programs of mt,erg,overnmen_al aids and grants distribute
formula of upon apﬁhca ion. ThEmebHe examiner shall cut;";,
public grants of eac mummpahty or each year to the slate
not later than September 1ot the'subsequent year.

Subd. 18 f'Adg',usted fiscal capacity” of a mu,niciEalit,?/
the product of its fiscal capacity and the sum of its locaily :.
revenues and public grants, divided by its locally raised rovciua e

Subd. 19 "Base adjusted fiscal capacity™ for nuinicipi.lit:.
any year mean*, the highest adjusted fiscal capacity of any que.hf.
municipality in that year.

Subd. 20. “Metropolitan area municipal equity accour.:'
"municipal equity account” means the moneys deposited in the ;
treasury and credited to the account, for distfibution to nuitiici;-;.
in accordance with ibis act,_?ursuant to other legislation,. A e
politan area municipal equity account is hereby establish*"!
state treasury.

Subd. 21, "Metrogolitan council” or "council” means Ib*1 «
politan council created by Minnesota Statutes, Chapter 47311

Subd. 22 “LeVK/I"I means the amount certified to the ¢
auditor pursuant to Minnesota Statutes, Chapter 275, less Mic-
tions made by the auditor pursuant to any provision ‘e
determining the amount to be spread against taxable property.

Sec. 3 [473F.03] ADMINISTRATIVE AUDITOR.
1 On or before July” 1of 1972 and each subsequent even ir.rr.’*
year the auditors of the counties within the area shall meet s',
of the auditor of Hennepin county and elect from nas-'Y :

Changes or additions indicated by underline, deletions by
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~o;u"auditor to servo as aIilei< rtivti auditor for a period of
j wars and until ids successor is elected. If a majority Is unable
~upon a person to serve as administrative* ayditor, the stale
iitor slia!! apjioint liim from among the auditors of the counties in
.area. If the administrative* audr.or ceases to serve as a county
j/iur within the area during the term for which he was elected or
.;ntcd, a successor shall be chosen in the same manner as is
svided herein for the original selection, to serve for the unexpircd

Sabd. 2 The administrative auditor shall utilize tiie staff and
lilies of the auditor’s office of the county he serves to perform the
~clions imposed upon, him by this act. Ills county shall lie
dujrsed for the marginal expenses incurred by its county auditor
eibis staff hereunder by contributions from each other county in
*reain an amount which bears the same proportion to the total
~rises as the population of the other county bears to the. total
ejlation of the area. The administrative auditor shall annually,
amefore February 1 certifv the amounts of total expense for the
m.oling calendar year, and the share of each county, to the
o-surer” of each oilier count%/. Payment shall ho made by the
surer of each other county to the treasurer of the county
aring expense on or hefore the succeeding March 1

See. 4. 1473F.01J ASSESSED VALUATION: 1971 On or before
.ember 20, 1972, the assessors within each county in the area shall
erininc and certify to the county auditor the assessed valuation in
‘| of commercial-industrial property subject to taxation within
.municipality in bis county.

Sec. & M73F.05] ASSESSED VALUATION: 1972 AND SO It-
'IITINT YEARS. On or before November 20 of 1972 and each
ement year, the assessors within each county in the area shall
rmine aimi certify to the county auditor the assessed valuation in
year of commercial-industrial property subject to taxation
mineach municipality in his county.

Sec. 0. [4731\0l» INCREASE IN ASSESSED VALUATION.
"-r before November 20 of 1972 art! each subsequent year, the
"or of pach countv in the area shall determine ;ho amount, if any
drieli the assessed valuation in that year of commercial-industrial
“Arty subject to taxation within each municipality in his county
'K ilia " assessed valuation in 1971 of commercial-industridl
|—T,tysubgect, to taxation within that tmmiciurdiiy. If a inunici-
Jis located in two or more counties within tee area, the auditors
*gcounties shali certify the data required by sections 4and 5 to
eanly auditor who is responsible- under other provisions of law
leefocating the levies of that municipality between or among the
m counties. That county auditor .-hull determine the amount of
‘M excess, if any, for the municipality under this section, and

or additions indicated bv und-.-rlinc, deletions bv s'rilicout.
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certify tlu;t amount under section 7. Notwithstanding any Sec.
provision of this act to the contrary, in the case of a imum-ip:.; e tvauty aul
which is designated on the effective date of this act as a rcdew tdunit wi
mcnt area pursuant to Section —101(a2] 4) of the Public Work- ee Sulkl
Economic Development Act of 1965 P.L, 89-120, the increase ir. “d" ,
assessed valuation of commercial-industrial property for pi:rjn*i- a?slesse \E
this section shall be determined in each year suliscquent id orlaw, su
termination of such designation hy usm? as a base the ass, (a)Th
valuation of commercial-industrial proncrfy in that municipal!;1 - raimcipal
the year following that in which sucli désignation is tenni:s;'\ taxing juri
rather than the assessed valuation of such properly in 1971 perceng of
Sec, 7. [473F07] COMPUTATION OF AREA-WIDE T\\ respect to
EASE. Subdivision 1 “Each county auditor shall certify the dti. r- a>nimercia
nations pursuant to sections 4, 5, and 0 to the administrative . diction of t
on or before November 20 of 1972 and each subsequent year. 7- total asses,
administrative auditor shall determine the sum of the am.; e r.unicipalil
certified pursuant to section G, and divide that sum by two and :
half. The resulting amount shall be known as the ‘“Vca-wid. L () TII
base for (year).” {‘A'X”l'ncg;ﬁ’gr'l
Subd. 2 The stale auditor shall certify to the administia* area-wide
auditor, on or before November 20 of 1972and each subsequent ;e total assess
the population of each mummpaljtx for the preceding year. taxing juri
proportion of that population, which resides within the ana. bears to tl
average fiscal capacity of municipalities for the preceding year.. e r.unicipalii
the fiscal capacity of each municipality for the preceding year. Subd -
Subd. 3. The administrative auditor shall determine, h-r e year, the cr
municipality, the product of (a) its population, (h) the prop"-’ tl unit in
which the average fiscal eapr.- ily of municipalities for the pm* do shall;
year bears to the fiscal capgcity of that municipality fyr
Breced,mg,%/ea.r, and (c) two. flic product shall be the areawi (2) Del
ase distribution index for that munijcipality, provided that g-i proporfion
product in the ease of anzl municipality is less than its popubti* e c.ause (b), 1
Index shall be increased to its population, and (b) if a immi‘ipa ' b) Dei
located partly within and partly without the area its index o it (0). edl
that which is otherwise determined hereunder, multiplied les IHermine
proportion which its population residing within the area hear." ' (.<Subd. 4
total population asof the preceding year. a~'ide that
~Subd. 4. The administrative auditor shall determine the ' chuse (b), |
lion which the index of each municipality bears to the sum o L portior
indices of all municipalities. Ia the casé of each numicip.t “- 4 2. clai
shall then multiply this proportion by the area-wide tax base. pﬂﬂ@?ﬁ%
. Subd. 5. The product of the multiplication prescribed '
vision *Lshall be known as the “area-wide lax base for ... Subd. 5
(year) attributable t0 ... gmummpaht ). e o1, the cc
administrative auditor shall certify such product to the auditor- <= portiol
county in which the municipality is located on or before Nowrr.:- es"Jtint t0

Changes or additions indicated by uyjhydijie, deletions by ¥
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Sec. S. |I73R0S] TAXAL11LE VALis1Q Subdivision 1 The
«aly auditor shall determine the taxable value of each governmen-
.ireit within his county in the manner prescribed by thissection.

Subd. 2 The taxable value of a governmental unit is its
..... scd valuation, as determined in accordance with other provisions
subject to the following adjustments:

() There shall ho subtracted from its assessed valuation, in each
.oicipality in_ which the governmental unit exercises ad valorem
.dugjurisdiction, an amount which bears the same Propornon to 40
encnl of the amount certified in that year pursuant to section G in
enmct to that municipality as the total assessed valuation  of
-uuereial-industrial property which is subject to the taxing guns—
«;jonof the governmental unit within the municipality hears fo the
dlasse?%ed valuation of commercial-industrial property within the
licipality;

(h) There shall be added to its assessed valuation, in each
.o;iiipality in which the governmental unit exercises ad valorem
.engjurisdiction, an amount which hears the same proportion to the
iwide hasi: for the year attributable to that municipality as the
“tassessed valuation of residential properly which issubject to the
s-gjurisdiction of the 8overnm,enta| unit within the municipality

i to lt[ge total assessed valuation of residential property of the

icipality.

Subd. ¢t On or before November 800f 1972am! each subsequent

I, the county auditor shall apportion the |evy oT each governmen-
rrr1]|t|| in his tountv in the manner prescribed bv this Subdivision,
shall:

i.i&_Determine that portion of the levy which hears the sr.me
m *Riot; to the total levy as the amount set forth in subdivision 2,
~m(). hears to the taxable value of the governmental unit; and

(It) Determine the excess of the levy over that p dion of the levy
eimined pursuant to clause (a).

Sulul. 4. In 1972 and subsequent years, the county auditor shall

«"that portion of the levy determined pursuant to subdivision o,

ye (P), by the assessed valuation of the governmental unit, less

portion ‘subtracted from assessed valuation pursuant to subdivi-

2 clause (a). The resulting late shall aﬁplﬁl to all taxable
~omyexcept commercial-industrial properly, which shall he taxed

""|laiice with subdivision G.

*<d. 0. On or before November GOof 1978 and each subsequent
Hie county auditor shall certify to the administrative auditor
>ulicm o the levy of each government d unit determined
unit to subdivi>io:i 8, clause (a%. The administrative auditor

#nVS or additions indicated by jipjieijijg;, deletions by f.iil;eout.
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shall then determine the rate of taxation sufficient to yi-A -
amount equal to the sum of such levies from the area-wide fax |

On or before December 5the administrative auditor shall certify
rate to each of the county auditors.

Subd. 5a. If a g,overnmental, unit is located in tv.o or a
counties, the computations and certifications required by subdivbi. e
3to G with respect to it shall be made by the county auditor a.,
responsible under other provisions of law for allocating iis It-.
between or among the affected counties.

Subd. (> The rate of taxation determined in accordance a *
subdivision 5shall apply in the taxation of each item of conmury .
industrial property subject tr taxation within a municipality t<f/«,
portion of the assessed vatu, don of the item which bears ilw >~
proportion to its total assessed valuation as 10Percent of the a-,
determined pursuant to section O in respect to the municipall’.;. o
which the property is taxable bears to the amount detcris’
pursuant to section” 5. The rate of taxation determined in at,.:
ancc with subdivision 4 shall apply in the taxation of the ivninir.dir
the assessed valuation of the item.

Suhd. 7. On or before January 1of 1973 and each sub,-ttP.;.-
)[/ear, the administrative auditor shall certify to the state tivafir,*
he a.umint of that portion of the levy made by each gouTiu:v.'
unit set forth bt “division 3, clausé (a). Kacli county liyae
shall remit all tax payments computed pursuant to subdiuMnn ‘o1
tin; state treasurer not later than 20 days before the times pre.-e: *
by Minnesota Statutes, Chagter 270, for the apportionment
distribution of tax revenues by countv treasurers. The stair 'm
surer shall deposit such payments to the credit of the area-wav '«
account, which is iiorohy csvatol. Marginal expenses incurred I
state treasurer under this section, and all refunds of tax receipt- |
into the account, shall be paid fom the account, and all inn:
earned on moneys in ilie account shall be credited to the aecour.:.
the dislrihutioiis under subdivision Sshall be adjusted proportion '
to reflect expense payments and interest income ami redm* e
reflect the payment of each refund in amounts.J)roportlonate !
distributions received in tlie year th.e lax was paid.

Subd. 8 Th.e state treasurer shall apportion_am! dRr.'-
amounts received by him pursuant to subdivision 7 to the '
treasurer having jurisdiction of each %overnm,ental unit ei;"’
thereto as shown by the certification To him in accordance e
subdivision 7. ''ho apportimur.ent and distribution shall be
the manner and not Inter than ton days before the times ptv-r. *
by Minnesota Statutes, Chapter 27G. for the apportionin’ sm
distribution of tax revenues by county treasurers *h u e
ti‘oasui er shall include the amounts thus received in his di-trd *
pursuant to Chapter 270. Amounts necessary for d.-i!-'-

Changes or additions indicated by uijtlcrilnc, deletions by *ewss-
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funds and ;>;tymemt of adnv.mslrr.live expenses under this act nr.
mliy appropriated.

CSulkL I If tlw payment of any lax attributable to the aroa-
i-tax base is delinquent, the county treasurer to whom said tax is
.aide shall promptly notify the state treasurer of the failure of
jVment.  The slate " treasurer shall deduct the amount of the
impiency from his distrilHilions to the county entitled to receive
Jynunit from the taxpayer. If the tax is subsequently paid or
“lccted, tl:e amount so paid or collected shall he retained by the
°.al[F and distributed hy it to the gpvernm.e.nt.al units whose
-~ [ibations were reduced ‘pursuant to this subdivision by reason of
delinquency in the amount of such reduction.

Subd. 10, For the purpose of computing the amount or rate of
salary, aid, tax, or debt authorized, re(1u|red, or limited by any
vision 'qf any law or charter, where sueli authori/.alion, requirc-
«it, or limitation is related in any manner to any value or valuation
taxable property within any governmental unit, such value or
.ir.tion shall be adjusted to reflect the adjustments to valuation
acted by subdivision 2 provided that: (l) in determining the
.d.cl value of cominorcial=induslrial properly(] or any class thereof
thin a governmental unit for any purpose other than section 7, (a)
*.ereduction required by this subdivision sha)' lie that amount which
the same proportion to the amount subtracted from the
-.riimontal unit’s assessed valuation pursuant to subdivision 2
e (a), as the market value of commercial-industrial ﬁropert , or
o class thereof, located within the p.overnmenlal unit nears id the
~sad valuation of commercial-industrial property, or such class
ryof, located within the {governmental unit, and (lt) llie increase
..red by this subdivision shall be that amount which hears the
proportion to the amount added in the governmental unit’s
osed valuation pursuant to subdivision 2 clause (It), as the market
eyof commercial-industrial property, or such class thereof, located
1t the povernnu.-alal unit' bears to the assessed valuation of
menial-industrial property, or such class thereof, located within
erWenimental unit; and ,(:!) in,determining the market value of
P_roperty within a municipalitv for purposes of section 7, the
wtincat prescribed by clause (Ir)][aP hereof shall be. made am* that
* ibed by clause (I)(b% hereof shall not he made.

o\/ahd. Ll For the Purposes of computing distributions under
«f-soa Statutes, .Section 2/2.Gi), the properly lax levy imposed
all taxable juvpurlr for Ilio ‘purpose of a governméntal unit,
“fed to thereimn, shall be deemed to consist of the levy of that
-wncir.a! unit, as defined in section 2, subdivision 22, irrespective
‘e extent to which levies are spread against the arca-wnle tax
* I'mlent to this section.

or sat'lili"ins indicated Ly umlvrjlive, doLtion:; by ctiihi-.iu.
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Sec. 9. [473K001 ADJ UST.M15NTS IN DATES. If, by reason. e
the enactment of any other law, the date by which the commission,
of taxation is requiréd to certify to the county auditors the record-
Eroceedmgs affecting the assessed valuationof property is advaac.
0 a dale earlier than Novemher 15, the dates specified in sections:
through 7 and 10 may bo modified in the years to which such MI:.r
law applies in the manner and to the éxtent prescribed hy i
administrative auditor.

Sec. 10 [473I'MO] REASSESSMENTS AND OMITTED I'Knp.
KRTY. Subdivision 1  If the commissioner of taxation orders :
reassessment of all or any portion of the property in a municipal':;,
other than in the form of’a mathematically prescribed adjustment
valuation, or if omitted property is placed ‘upon the tax rolls, and
reassessment has not been completed or the properly placed upon
rolls, as the case may be, b;{ November 15, the assessed valuation, :
the affected property shall, for purposes of sections 8 to S. i-
deterrninod from the abstracts filed by the county auditor with
commissioner of taxation.

Subd. 2. If the reassessment, when com,P,Iete,d and incorpma:-
by the commissioner of taxation in bis certification of the hsw 4
valuation of the municipality, or the listing of omitted properly, wk.
placed on the rolls, results in an increase in tira assessed vamatn.r, -
comnnereel-inglustriall property in the municipality wliicli diff.-
from that used, pursuant to subdivision 1 for Purposes of sections;;:
8, the increase in the assessed valuation of commercial-industr..
property in that municipality in the succeeding P(ear, as ollu ru
computéd under section fi, shiall ho adjusted in a fike amount, b}/ "
increase if the reassessment or listing discloses a larger increase
was used for purposes of sections 3 to 8 or by a decrease iff
reassessment or listin'; discloses a smaller increase than was iisui i
those purposes, provided that no adjustment shall reduce the an—’
determined under section Oto an amount less than zero.

~Subd. 3 Subdivisions 1and 2 shall not apply to the delire:.»
émn of the tax_rate under section 8 subdivision 4, or fo
etermination of the assessed valuation of comniercial-indp".r.
%roperty and each item thereof for purposes of section 8, suhdiu-

Sec. 1. f-17.F ML LATE LEVIES. Subdivision 1 If a e e
mental unit_does imt certify its levy to the county uudimr
Noveuiher 25, then for purposes of section 3, subdivisiori 3, claim'
and section 8, subdivision 5, its levy shall be deemed to equal > *
in the preceding year.

Subd. 2. If agovernmental unit certifies its levy to tlicf-
auditor on or before November 25, no change in its Ievg subscgia” ©
that date shall he .recosgmzed.fpr. purposes of section 8 subduim
clause (a), and section 3, subdivision 5.
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Subd. 8 Subdiyision.; 1 apd 2 shall not aRpIy to section S,
edivision 2, ¢l (b), and section S, subdivision -

Subd. ¢ If. in any year, the levy employed in respect to a
.—vmmental i . for purposes of section 8 subdivision 2, clause (a),

section 8, subdivision 5, is determined under subdivision 1 or
Mdivision 2. and its actual levy as determined subsequent to
‘esycniber 27 L a different amount, then its levy as otherwise
.annincd in ti.e succeeding year shall, for purposes of those
M.isions, be increased in the amount of the difference if the actual
,-.i/(was greater than that employed for purposes of those Frovmons,
- [k-creased iu the amount of the difference if the actual levy was
- than that employed for purposes of those provisions.

Set. 12 [-I73FI2) DISTRIBUTIONS FROM MUNICIPALEQ -
AT ACCOI'NT. Subdivision 1 The ‘sums deposited in the stale
-,7r.r¥ to the credit of the municipal equity account and all interest
.rid thereon shall he distributed to qualifying municipalities in the
e:ur provided by this section. Amounts so distributed shall be
msided by each mun|C|FaI|t¥ in the manner determined by its
< muy hody consistently with other statutory and charter provi-

Siiiid, 2 0:i September 1of 1971 and each subsequent year, the
"eauditor shal. estimate the total amount available for distribu-
-.'.<<“mun|C|Ea||t|es from the municipid equity account during the
.= liifnt cat.ndar year. The amount so estimated sludi _he the
e the y.-\imaicd ‘balance in the account on November 15 of the
in which the estimate is made, the estimated deposits to the
. of the account thereafter through November 16 of the
o.. lent year, and interest earned b{ the fund over the 12 month

L The ajnv.-n’ to bo distributed to each qualn_‘g_mg immicipali-
<% ho the amount determined in accordance witli subdivision 3,

"hat (a) if the sum of the amounts_so determined diffe rs from
>11 amount estimated to be available for distribution, the
o.| of the distribution to each municipality shall be adjusted

" “fionatcly. and (b) the amount to lie distributed to each

n'iiti of the municipality residing within the, area as determined
«year preceding that in which “the estimate is made. To the
f."that the distributions to any municipality or group of
ppalilies arc .-.djuAed pursuant lo’clause (b), the distributions to
municipalities simll bo adjusted proportionately in amounts
feta to mu'a: the total of the distributions to all mu,nlc,|,%al|,t|es
e the total an.i"litt estimated to be available for distiibution.
«piualitiir shali notify the governing body of each qualifying

<me Oor laUMti'.vis indicated by wunder’ii.e, deletions by ftiikeoul.
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municipality of the amount so determined with respect to tiy
municipality before September 20.

Subd. '3 The amount of the distribution to each qualifyi:"
municipality is th.e product of its fiscal effort for the year preccd:.-/
that in which the estimate is made and the excess of base adju.:..-
fiscal capamt)( for municipalities for the Precedmg year over
adjusted fisca capamt?( of the municipality for the preceding year i-
a qualifying municipality is located partly within and partly mtl:«-.-
the area, itS distribution”shall be that which is otherwise detcrm:;- ;
hereunder, multiplied by the proportion which its population residi*.
within the area hears t0 its total population as of the year prccedi:..-
that in which the estimate is made.

Suhil. 1 On or before each of the dates June 15and Xovemi- o
150f 19/2and each subsequent year, the stale auditor shall issu-
warrant in favor of the treasurer of each qualifying mun|C|FaI|ty .
an amount equal to one half the amount determined by Inc
auditor to be due the municipality in that year under the terms o
subdivision 2. There is hereby apP,ropnated from the municipal up. .
account, to cadi municipality entitled to payments authorized by :..
section, sufficient moneys to make such payments.

See, 13 [I73R13J CHANGE IN STATUS OK MUNTCTILM.I-
TY. Subdivision 1 If a qualifying municipality is dissolved. .
consolidated with all or part of another municipality, ania-v
territory, lias a portion of its territory detached from it, or is new
incorporated, the secretarY of state shall immediately cerUfY. ti..1
fact to llie state auditor, The secretary of stale shall also cer |gy
the state auditor the current population of the new, enlarged. ee
successor mummpahti/,, if determined by the municipal comma--*
incident to consolidation, annexation, or incorporation proceod:.-
The population so certified shall govern for purposes of this act or-
tho metropolitan council files its first population estimate a <« o
later dale with the state auditor. If an annexation of imincrjH*" .
ed land occurs without proceedings before the municipal c<niti-~ o
the Populanon of the annexing municipality as prewouslz detenu:’
shall continue to .?overn for pur[),oses of this act until the hki
lan council files its first population estimate as of a later date
the stale auditor.

Subd. 2 The amount of each distribution from the numv

made to the successor municipality or municii),alities. Af
two or more successors, the distribution shall lie apportioned a”:
them in accordance with Minnesota Statutes, Section «IM.C!".

Changes or additions indicated by underline, deletions by
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Subd. 3. In determining tlu: locally raised revenues or market
‘ucof property attributable to a succéssor municipality for a year
orto a changé in status, such amount shall he deemed the sum of
v Amounts of its predecessor municipalities and towns. If any of
< predecessors were divided incident to the change, then” for
Mjog-~ <4 this act its locally raised revenue* shall he apportioned

its successors in propornon to the division of population
<\'\: them, and the market value of property located therein shall
viocated to the successor ii: which the property is; located.

Approved July 23,1971,

EXTRA SESSION
CHAPTER 25—II.P.N0.212

[Coded]

An net Minting to ctnjihytr.cnl; nuthorixin™ the state, its
.hiiuentnl subdivisions mid other public, instrumentalities to
I=1ly certain persons in accordance with n federal vmeri'cney

shymen; net.
itenacted hy the Legislature of the State of Minnesota:

Section 1 1'5'0111 FEDERAL EMEUfIKNCV EMPLOYMENT
'T. MMMPI,OVAENT OE PERSONS 1>V STATE. Suliriividon 1
.stale of Minnesota, its de{)artments, a%enmes and instrumentali-
e.and any county, city, wlaq,e',, borough, town, school district or
m body “corporate and Tpomc,, may emplog unemployed and
|e|nP|oyod persons as defined in thefederal mer%ency Employ*

'a/&\tc o' 191T pursuant to and in accordance; with the terms of

Sabi. 2 The provisions of Minnesota Statutes 1909, Sections
li to 19Y.4S and 4330 and tiny other law or ordinance relatln% to
vivnee in employment and promotion of persons having served in
armed service:;,” the provisions of any civil service law, ule or
ration, the provisions of any city charter or anY ordinance or
sl or the provisions of any other law or statute in conflict
. the provisions of the federal Emergency Employment Act of
o'y not he applicable to the employment of the persons
din subdivision !,

sittod. 3. The provision of any law limiting the complement of
'sgie department or agen.rv is not applicable to persons employed

'ws or additions indicated by u.iiderj.iiie, deletions by Mri":?ow.
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Noie: Minnssoia's X/leiropolitan Fiscal Dlsparliiss Aci-
An Experiment in Tax Bass Sharirflj

Tlic problem of fiscal disparities within a metropolitan areal
is essentially one of inequalities in the taxable resources available
to each of the various political subdivisions that compose the
metropolis. It isaproblem of relatively recent development. At

one time, the taxable resources of most central cities were more_

or.less balanced, consisting of ccnmercg. and indi*rv as well
as liie residences of people of vai, inglincome levels. Although
these various land uses were generally concentrated in different
neighborhoods, the city itself was large enough to contain them
all and thus to allow the rich areas to subsidize the poorer ones.
Afte." development reached the borders of the central city, how-
ever, growth began to occur within political subdivisions in the
surrounding countryside—suburban municipalities which were
generally smaller and more homogeneous than the central city,
and which tended to be either rich or pour in terms of taxable
resources. At the same time, the central city came to shelter
an increasing.proportion of the less-advantaged while it lost both
industry and residences of the more affluent to the suburbs. Tn
short, the sharing of taxable resources that once was possible
within the confines of the central city has today become impos-
sible because of the increasing political fragmentation of the
metropolis.-" This in turn has given rise to one aspect of today’s
much decried urban fiscal crisis.

The Metropolitan Fiscal Disparities ActLrepresents Minne-

1 Many terms used in this Note to denote a community or politi-
cal .subdivisign wilt he used in a narrow, technical fashion. "Metropolis”
or "metropolitan area" will be used to mean the overall seven-county
area to which the Metropolitan Fiscal Disparities Act applies, See note
dinfra. Within this area are "governmental units" and “municipalities,”
both of which are defined by the Act. " 'Governmental unit* means a
txumty, city, town,.school district, or_ other taxing unit, or body which
levies ad valorem taxor,_in whole or in part within tin? [seven-county |
area.” i inn. Stat. § 47:F.0Z(5> ,?1074{_ A (%wernmental unit jj thus
ataxm% body. " ‘Municipality’ mjffIBSULfiHy, Town, or.township located
iu whole or part within the [seven-county] area." Jrt. § <rosF.015(i 3.
Snc alst) notes 45-43infra and accompanying ‘text.

- Sea U.S. aovrsony Comm’s on INtCITOVEISMKnt 4, Itrr A'NOMS
Uiihan Amukica ang tiie Fj pyHA. Svsitm 9-13 (19G9) [hereinafter cited
as Unaan Ambwca].

3. M inn. Svat. Ch. 473F (1974).
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MINNESOTA LAW REVIEW

sota’s attempt to partially alleviate the financial imbalance
among certain of its metropolitan municipalities. The Act ap-
plies to a seven-county area that includes the central cities of
St. Paul and Minneapolis and their suburbs.4 Under the Fiscal
Disparities Act, all local governmental units in this seven-county
area share a portion of the growth in the area’s commercial-
industriaP tax base. It is the purpose of this Note to investi-
gate the workings and constitutionality of the Act, as well as
to critically analyze the effect of the Act on the provision of pub-
lic services'land the development of the seven-county area.7

. THE PROBLEM OF FISCAL DISPARITIES

A "fiscal disparity” exists between two or more t
tnl units when they have unequal abilities to generate revenue.
Since local governments in Minnesota generate their revenues
primarily through an ad valorem lax upon real property,H the

4. Tlie Act applies to the seven counties of Anoka, Carver, Dakota
Hennepin, Itamscy, Scott, and Washington, which cover almost 3000.
square miles and contain approximately two niill:» people® within tins
area lies a diverse sampling of municipalities, _mcl_udlnq central cities,
balanced cities, dormitory suburbs, and commercial-industrial areas. See
. Mauooms, W n.trn . Gi.ickman, MirniorotiTAN Fiscal Distaii-
itiks: Prqiilkms and Policies 5-1 to 5-5 (1971) [hereinafter cited. as
maikioi.is]. The various and oftentimes overlapping political subdivi-
sion:; include 137 cities, 52 townships, 49 school districts. 7 counties, and
numerous special purpose governmental units, _

5 "Commercial-industrial property" i3 defined in winn. stat. s
473F.02(3) (1974). Basically, it is property which is either used or zoned
for any commercial or industrial Bur 0s€. Apartment buildings, how-
ever, arc not included. Id. § 473F.02(3) (d). _

G The term "public services" will be used to denote those services
that local governmental units normally provide, such as fire and police
protection, water and sewer service, ang education.

77 This Hole will not, however, discuss the portions of the Act that
Prowde fur a municipal equity account. Those provisions establish a
ormula whereby funds appropriated pursuant to other slate legislation
may bhe distributed to municipalities in the seven-countsy area. See
Minn. stat. 8§ 473F.01(7), .02?9), (12), (lOR—(ZO), 12, .1 $1971). But
me r?vmons for Ihis account are essentially unrelated to the rest of

e Act.
fl. Seewminnesota Legislature Subcomat. on Fiscal Disparities op
Hour.K comm, on Mktho omtan and Uliuan Affairs, Final Report, 19G9-
70 interin 1-2 (1971) fherelnafter cited as House. rkcorty. In recent
years, the Minnesota legislature has attempted to partially relieve both
citizens and local governments from the burdens of local property taxes
by using state income tax revenues as a source for increased state aid
to school districts and local governments. Sea winn. stat. § 125212
(1974); id. § 477A.0L ct scq. The (%ove_rnor_’s proposals for the 1975-77
budget indicate that this form of state aid will continue to increase. Sec
Minneapolis Tribune, Jan. 17, 1975, § R, at 10, cols. 3-1. As to the
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nbalance taxable resources available to these governmental units arc
Act ap- heavily dependent on the assessed valuation of the real property
citics of located within their borders, /is indicated earlier,"" however,-
he Fiscal political fragmentation of a metropolitan area results in the
n-county area's property fax base being divided rather arbitrarily among
unercial- the various eHi*rnmentarunitg"" 1"scal disparities may THus
i investi- arise when the per capita assessed valuation oi real property dif-
cwell «s fers between two of these governmental units: a unit with a high
>0" pub- fiscal capacityll can tax itself at a low rate and still generate
ea.7 the same revenue per capita that a poorer_municipalitv will gen-

erate with a high tax rate.l- This situation has had two major
effects: inequities in the provision of public services, and im-

.*€rnmen- cffieacy of thin form of stale aid in providing relief to local governmental
rcvenue. units, see note 125infra. _
revenues f). See textaccompanying note 2supra. _
. 10. See San Antonio IndeP. School Dist. v. Kodriguoz, 411 U.S. 1,
rty,” the 53-54 (1073?. In addition, local political subdivisions do not necessarily
correspond fo the areas ben,eﬂtmgsfrom the public services that a particu-
Dak lar governmental unit provides. See note I infra.
ta 39680 11 "Fiscal c_aﬁath is a quantitative measure intended to reflect
m?ﬁ i the resources which a taxing jurisdiction can tax to raise revenue for
-'lm.. IS public &urposes." U.S. Advisoky Comm’h ox Intercovriikmkntal Rela-
.ra*._cmses, tions, Measures 0r State and Local Fiscal Cai'ACity a:;o Tax Kwoivr
LqﬁiSPAﬁe 3 (100_2) I[hereln_after cited as Measures], The Act defines a munlc!Pa_I-
o cited as ity’s fiscal capacity to be the market value of all real property within
Coned as it jurisdiction divided by its population. MmN. Stat. § 473".02(13),
! sobdivi- 1) (1074)
nties, and The fact that two municipalities have equal fiscal caﬁacmes, how -
5 § ever, does not necessarily mean that they will provide the same level
G otat. of public services. There are many factors besides the total available
lor zhoned resources that affect the ability and inclination of taxpayers to seek a
ng.l, NOw- particular level of services from their local government; these factors in-

. elude other demands which may he made upon the available resources,
€ SETVICES the taxpayers’ perception of thé fairness and reasonableness of the tax,
nut police the taxE_ayers' preference for public services, the nature of the local deci-
oAct that sionmaking process, and the composition of tho local tax base and popu-

. lation. Sée Maugolis, supra note 4, at 3-1 to_3-3; Measures, supra;
danlijh a Note, A Statistical Analysis of the School Finance Decisions: On
legislation Winning Baltics unit Losing Wars, Bl Yalk L.J. 1303, 1315 (1072) [here-
108, Sec inafter tiled as A Statistical Anal¥5|s]. Differences in the per capita
974). But costs of public services will also affect the level of the services that a
he rest of governmental unit can provide. See nolo 112 infra.

\nrriE The fiscal capacity of a municipality within the seven-county area
”_”'HSI%[ and the assessed valuation of its commercial-industrial property appear
?--ﬂ to he directly related. Brief for Apgellants at 25-28 Add-31, Village
Ilt regerght of Burnsville v. Onischulc, 222 N.\V.2d 523 (Minn. 1974), cp/ieal dis-
évo Do missed, 420 UK. 910 (1975). Sen also Maecolis, supra note 4, at 5G
.s%tga)é(fg to|5t_—7 (r?_ot)mg that the central cities may be the one exception to this

relationship).

'115%2% 12 BHef for Appellants at 23-28, Add-31, Village of Burnsville

%, v. Onischulc, 222 N.V/.2d 523 (Minn. 1974%, a%)eal dismissed, 420 U.S.
0 e 910 (1975); Uimian America, supra note 2, at 7-13



balance in the development of the seven-counly metropolitan
area.

It is apparent that in the seven-county area there is a direct
relationship between a municipality’s fiscal capacity and its per
capita expenditures for public services.Z* Significant differences
in fiscal capacity,1Lhowever, cannot be readily compensated for
by increases in the lax rah of the poorer municipalities.% Thus,
a preference for a certain i /el of public services within amunic-
ipality will not always control; relative wealth must also he con-
sidered. [f the position is accepted that equal tax efforts should
result in commensurate yields to the taxing units, inequities in
either the public services provided or the tax burdens borne are
manifestly unfairJ."

The resulting unfairness to the taxpayer becomes even more
apparent when it is recognized that the more or less arbitrals/

.13 See Brief for Appellants at 20-28. Add-31, Village of Burns-

ville v. Onischuk, 222 N.W.2d 523 (IVTinn. 1071), appeal dismissed. 420
u.s. 918 (1975), Metropolitan Council, The Impact op Fiscai. DisrAnrr
on" Metropolitan Municipalities and School Districts 15 (1971
Lherelnafter cited as wetropotitan councitr. See timnrallii Notzrr,
ederal, State, and Local Finance in a Metropolitan Context, in issues
in Uiihan Economics -13 142 (1908 [hereinnflcr cited os Notzerl.
Cf. A Statistical Analysis, supra note 11, al 1329.

14 In_the seven-county area, fiscal capacity may vary between
municipalities by a ratio of an much os three tc one. Sec Brief for Ag-
ellants at 22. Add-31, Village of Burnsville v. Onischuk, 222 N.V/.2d
23 ngn. 1974), appeal dismissed, 420 U.S. 91G (1975); House Report,
surmt note 8, m . . Citizens Leacue Fiscai. Disparities Comm.,
Brkakinc; tub Tyranny-oe tub Local Property-Tax 8 (19(19) [herein-
after cited as citizens Leaouel. .

15. A governmental unit may encounter legal restraint? on the lax
levy it can set, because the Minnesota legislature, in an effort to provide
properly tax relief, ban nlaeed significant limitations on such levies.
Minn. stat. § 275125 (1974) (school districts); id. ss 275.5f-59 (coun-
ties, cities, and towns). If"a statutory limit”is exceeded, the govern-
mental unit will lose "state funds. See id. 55 275.125_%4), .51(43. The
limit, however, may be increased by a referendum within the govern-
mental unit. 1d. 85°2,75.125(2a) (3), .53. o _

Regardless of statutory limitations, a substantial increase in th.e tax
rate_is almost always an unpopular political course. Even if politically
feasible, this course”of action may Frove ineffective—if the increased tax
burdens are greater than anticipated relocation costs, the more mobile
portion of the local tax bare may move to a municipality with a lower
tax rate. See Uiihan Amkiiica, supra nolo 2, at 13 Similarly, individuals
and husinesses ?lvmg consideration to locating in the municipality may
be deterred by the increased tax rate, thereby exacerbating the problem
of a small loci tax base. o

JG. See. Comment, Ad Valorem Financing of Law Enforcement
Services: An E%mtable. Solution to an Ine_(iunable Condition, 19
U.C.L.A.L. rev. 59, 83-66 (1971) [hereinafter cited as Ad Valorem Fi-

nancing).
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political fragmentation of the seven-county metropolitan area
fails to reflect tiie social ancl economic interdependence of the
area.I7 That interdependence is evidenced by"the rOTTsldernble
intercommunity travel within the area,0and by the presence of
local governmental “spillovers.”?” Commercial and industrial
enterprises, generally staffed and patronized at least in part bv
nonresidents of the municipality in which the enterprise is lo-
cated, are especially likely to be of a metropolitan character/'0

17. For a discussion of the interdependence of the seven-county
area, See waiigolis, supra note 4, at 1-1. It should be noted that as a
metropolitan area develops and subcenters emerge L1 surrounding areas,
the economic interdependence of the area as a whole will decline. Sue
Netzer, supra note 13, at <172-73, The problem. of fiscal disparities will
remain, however, since commercial and ‘industrial development will con-
tinue to concentrate in certain municipalities. See Minneapolis Tribune
July 1G, 1971 § A, at 5, cols. 1-2 (I percent of new commercial-industrial
tax_ base to locate in 15 ger,cent of the metropolitan area over the next
25years). See also note 32 infra. _ .

18 “See Brief for_ Appellants at 19-21, Village of Burnsville v.
Onischuk, 222 N.\V.2d 523 EM!nn. 1974), appeal dismissed, 420 U.S. 910
(1.975). For example, approximately one-half of the persons employed
in the metropolitan area reside in acounty other than the one in which
they work, and one-third of all trips in thé area begin and end in differ-
ent’counties. Id. _ _ _

19. "Spillovers” can be defined as the benefits or detriments one
community receives as a result of another's action or inaction. See Note,
Metropolitan Government: Minnesota's Experiment ivith a Metropolitan
Counc.il, 53 Minn. L. R.v. 122, 123 (1908) [hereinafter cited as Metro-
politan Government |. Thus, when political boundaries do not coincide
with the area benefited by a particular public service, either benefit or
cost spillovers may result.” Benefit spillovers can bv of two types: non-
residents may enter the community and make use of local Services; or
the nature of the service itself ma%/ affect other areas or follow a resident
if lie_leaves the community. Nofe, Eguahz_anon of Municipal Services:
The Economies of Serrano ‘and Shaw, 82 Vai.b L.J. 89, 99 (1072) therein-
after cited as Municipal _Servmesg. Examples of the latter type of bene-
fit spillover are preventive health care and education. Cost spillovers
are similar in form, as when local taxes are shifted to nonresidents or
when the pollution created in one community contaminates the environ-
ment of an adjoining commupity. =~ ,

Spillovers tend” to be therule in metropolitan areas, see U.S. Ad-
visory COMM'K on INTI UGO\_/KRNMENTAI__ RELATIONS, ST_ATE All) TO L_OCAL
Government 0-7 (19G9) [hcioinafter cited as State Ain], and are likely
to increase with technolog/;mal change and growing consumer demands.
Netzer, supra note 13, at 4/2-73.

The presence of spillovers alone does not mandate lax reform, how-
ever, since they may balance out between municipalities or their_ ef-
fects _maa/ be reduced via user charges, intergovernmental transfer.0 or
redefined politica.l boundaries. See Municipal Services, supra. .~

20. An example is the Southdale shoppln? center, located in Edina,
a Minneapolis suburh. It is patronized not only by Edina residents, but
also by residents of Minneapolis and other area suburbs. The property
taxes that Southdale contributes to local gave .mental unit? are thus
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To tin; o>:tcnU-halr-such_piLQpcrly increases the fiscal capacity
of a particular municipality, it does so in part through the con-
tributions of nonresidents. Thus the taxable property that is
scattered among the municipalities of the sovcn-county area is
fiTth4sense n mctropolfttnrfax base. 11 tliis social and economic
interdependence of the scven-county area is accepted, then
clearly the different costs to taxpayers of the public services pro-
vided by various municipalities stems not from any inherent dift*
feronccs in nuTTaxpaycrs’ situations, but only'from ttie circum-
stance of their location in mume!palilies of different fiscal
capaciTies.-*

The other major problem raised by the presence of fiscal dis-
parities within the metropolitan area is that of imbalance in the
development of the area. The decision of an industrial firm to
locale in a particular municipality within the metropolitan area
can"be influenced by a number of factorF. Tjota  tax rale dif-
ferentials,-4the ability of a local government to negotiate pref-

horne in part by nonresident shuppers. A,dmittedlr, the municipality
may have to provide additional public services to the area because of
the” presence of the shopping center; but the surplus in excess of such
805tts that accrues to the municipality will be funded in part by nonresi-
ents.

~Similarly, n fa_ctory_mar locate in n municipality, thereby increas-
ing, that munlcu%allty's fiscal capacity, while its employees will establish
residence elsewhere. The ?overnmental units in which the emﬁloyees
live thus face increased cosis, particularly for (he education of the em-
ployees' children, without benefit of any corresponding i' crease in their
Industrial tax base. _ _

21. See U.S. Advisory Comm'n on Intkhgovkiwmentai, Ibx.vnoNS,
Statk-Locai. Taxation and_Jndustiuai, Location (18-70 (1907) |herein-
after cited as Sv.viv.-Locau Taxation]. Nontax factors, such as location
of raw materials, markets, and labor, tend to lie more influential in the
”}rm’s s,elect||%n of a particular region—as distinguished from a site within

e region. Id,

22. See UmiAjj America, supra note 2, at 12. The traditional taxing

system has encouraged preferential tax treatment, see House iuxoiit,
supra note 8 at G inthat there is considerable pressure on local assessors
to offer such treatment, see Statk-Locai. Taxation, supra note 21, at 85,
The ability of Minnesota municipalities to offer preferential assessment
was_ reduced, however, by 107 legislation providing that assessors ho
certified by the State Hoard "of ASsessors, ~Minn. Stat. 8§ 270.41,
50 (1971). Furthermore, a Stale Hoard of Equalization was established
to review’ assessments, Ni. § 270.12. See. also i1d. §§ 2/-101, .18 (review
by rity council and County Hoard of Equalization). Because of the dif-
ficulty in determining the market value of business property, however,
U.S. Adwsorg__(_:omm'n on Intkrrovrunmkntai, Hrcations, Financin
Sciiooi.3 AND Piioi'Khty Tax Hki.ikk— A Statu Kksionsiiiiiaty 71, 73 (197_35J
ritoreiuaflcr cited as ‘Financing Sciiooi.s], the possibility of picferenlial
assessments still exists.
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erential assessments,2- and the provision of public services.22

The possibility of augmenting their respective fiscal capacities
by attracting new/industry through a manipulation of these fac-
tors causes “keen competition™among the municipalities of the
metropolitan area.-'1

This competition manifests itself on both a local and a re-
gional plane. At the local level, the initial decision on the ap-
propriateness of a given development within the municipality
tends to be based on an analysis of whether the tax revenue
to he gained from that development will exceed tho cost of pro-
viding the necessary public services to it.2* At the regional level,
municipalities strive to influence the location or nature of arca-
wide development so as to derive the greatest, possible improve-
menTTrT their Jiscf»T~capacities; this improvement in Fiscal ca-
pacity may he sought regardless of safety, TnTvironmonlal, or dOTer
considei.ilions.-1 On the other hand, individual 'nnihieipalitios
resist the location within their borders of developments which
will redound to the benefit of the entire metropolitan area, but,
which will not contribute to the local tax hase.'-7 In attempting
trmttnnttFloca! land use so as to maximize the (ax advantage
of their municipality, local officials' may thus forgo or resist de-

23, .See Stats-Loom, Taxation, supra note 21, at 71-75,

21. 1d. at 70. See nho Uithan Amuiica, suj.ro note 2, at 12 ("cut-
throat intergovernmental competition™).

25, SeC Maiwoms, sttprn note *|, at 2-22; UvlropaUtan Government
supra nolo_ 10, at 125" Regulating development r.n this basis is termed
"fiscal zoning." Netzer, supra note 13, at -I73 Its effect is most pro-
nounced when the municipality is confined to a small geo,graphic area.

Tiie usual tactic for discouraging unwanted development within the
mummpah% is exclusionary zoning.” Orn/rxa Lkac.uk, supra note 11, at
5. If, on the_ other hand, ‘ttic development under consideration would
la; an economic asset to the municipality, its growth rnay lie encouraged
by offering preferential assessments, see llousv: IlreoRT, 'snpru note tl} at
i or by extending water and sewer facilities to tho Intended site, sec"

nigolis, The Demand lor Urban Public Services, in ISSUES in U iuian
Economics 527, 535 (105331. L _ _

20. For example, although municipalities have little hope of influ-
encing the location of a freevv_ar, they may have some effect on the num-
ber and location of freeway interchanges.” The more Interchanges a mu-
nicipality has within its boundaries, the more access it can offér to local
commercial or industrial development. A concern for traffic safety,
however, might call for widely spaced Interchanges, thus runn_ln(l;(counter
to the economic interests of local communities. “See I (oust; Rei'OKT, supra
note fl, at &5 .

20, For example, parks, oi)en .spaces, and wetlands, ml_%ht well be
sacrificed if balanced in the calculus of only one municipality, whereas
they would perhaps be preserved if the interest of the seven-cCounty area
as a whole were to be considered, Secid. at 3—L

rm
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vclopment that might be highly desirable from the viewpoint of
noneconomic considerations.

As a result of this competition for a more productive lax
base, the scvomeounty area has sullcrcdhaphnzarcl and ineffi-
cient development. Municipal ordinances designed to improve
i municipality’s fiscal capacity force developers who do not meet
prescribed standards' to move farther away from the center of
tiie area. This contributes to urban sprawl and high public ser-
vice costs in remote areas,-H while undeveloped land nearer to
the central cities and already fully furnished with nublic services
l:ravailable?5 Furthermore, tax considerations hinder the con-
solidation and annexation of some of the myriad governmental
units in the seven-county area,”X thereby precluding economies
of scale in the provision of public'services! Consequently, the
interest of municipalities in improving their fiscal capacities con-
flicts with what might be regarded as optimal regional develop-
ment.

Under a traditional taxing system, therefore, municipalities
have little incentive to cooperate with a regional development
plan that conflicts with their interest in maximizing fiscal capaci-
ties. Yet the need for a regional development plan is evidenced
by the legislative mandate to the Metropolitan Council'Z to co-

ast. Citizens League, supra note 14, at ti-C. o
20. fn 1073, 41 percent of the 502 square miles in the seven-county
area served by existing sewer systems was vacant land, suitable for de-
veI_opment. Metroi®Omtan Council, Mkthopoutan Development Fiia.mk-
WOI0C 1mtohm poticies o (1074) (similar figures for storm sewers and
m itsil-: RAUbHC water reported to bo 34 percent and 35 percent, re_spectlveIY). A
o etropolitan Council staff report estimated that two billion dollars in
« t-m development costs could be saved through 1000 by planning _the area’s
L b1 growth so as to utilize undeveloped land Within the area. .SYC 71lktiiopo;.-
: itan Council, Methopomtan Development GOIng_. eh, _Development
Framework, at 3-1 (1974) [hereinafter cited as Mr.Tiiwrot.iiAN pevelop—
ment Guide]; Metropolitan Council Ol tiik Twin Cities Aiika, Nbws-
ikeekii, AUg. 1074, at 1 o o
30. For example, one obstacle to consolidation or annexation is
usually the reluctance of a richer governmental unit to share its lax base
with & poorer unit. Sec citizens League, SUpra note 14, at 3-4.
31 Tito Metropolitan_ Council was created by winn. stat. ch. 47313
(1074). Sca pipmuiUu S. Baliungkh, Planning and Governing the
Metropolis— Tub Twin Cities Kxpeeienck (1971); Metro_polltan Govern-
ment, supra note 10. Tito Council is responsible for&ro_wd[ng a Develop-
ment Guide for the seven-eounty area, sec note 33 infr.i, "and for co-
ordinating the functions of various commissions that provide certain
services in the seven-county area. Sac winn. stat, '&4731105(53), .002
1974?) (Council’s powers); id, 88 473A,051(2), .0d(Ja) (transit); id, S3
73C.01, .05 (sewage); id.'§ 473D.03 (solid waSte disposal); id. § 473(1.0!
(1) (metropolitan’ parks and open space). The Council also has the
power to review the long-term, comprehensive plans of independent
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orilinate and plan development for the seven-county area.®
Without some tax reform, however, the Council might expect
to encounter serious opposition to its Development Guide3 frorn
municipalities that would be economically injured by its imple-
mentation.3l Thus, some way of reducing [he impact of fiscal
disparities on area~clevelopment and the provision of public ser-
vices was necessary in order to allow development, in accordance
with *regional plan. It is this need which the Fiscal Disparities
Act attempts loTYrorrt.

II. THE FISCAL DISPARITIES ACT

A. History anu Obration ok tub Act

In 1971, the Minnesota legislature after stormy debate

commissions if those E)_Ians may have an area-wide or multi-community
51f7f§§t06(()é n substantial effeCt on metropolitan development. Id. 3
32 For example, the Council has adopted the policy that commer-
cial and industrial growth should he clustered in several major, diversi-
fied centers, rather than being scattered throughout the metropolitan
alea. Mf.tuoi*oLITan Development Guide, SUpra note 20, at 8-9, 10-17,
3L In this respect, ttic Fiscal Disparities Act promotes tho Council’s
plans by reducing the competitive need for such development to occur
In a pafticular community, while avoiding the otherwise inequitable re-
sult of concentrating the commercial-industrial_tax base in only a few
localities. See notes 10-20 supra and accompanying text. _

33. minn. stat. s4731106(5) (1971) requires the Council to pro-
duce a Development Guide for the seven-county area. The Guide will
establish Penenal_pohcws for the area’s growth. See generullp Freilich
ft Itagsdale, Timing und Sequential Controls—The Essential Uasis for
RegmnaLPlanmng: An. Avulgsis o the New Directions jor Land Use
Control in the Minncapolis-St. Paul Metropolitan Region, 53 Minn. I.
ltnv. 1009 (1974). Different levels of government share the planning and
implementation” responsibilities for the Guide's Development Frame-
work; local governmental units originate plans which must accord with
the qeneral policies established by the Council. See mnnoroLtvan
.Dfeve opment Guide, supra note 29, at 10-12, 39-43. Sea also note 104
infra,

34. See citizend League, SUpra note 11, at G House Rei*oiit, SUPra
note 8 at 2. See also notes 31-32 supra.

35. The hill passed the senate by one vole. Or the 31 senators who
voted against the bill, 12 were from the seven-county area and 19 were
from outstate Minnesota. Minneapolis Tribune, Juné 2, 19/), § A, at 1
cols. 2-G, at 4, cols. 4-5. Final passage in the house was by a vote of
83 to 39, with 13 of the opponents representing districts within the seven-
gourt\t artlea.5 g/llnneapolls Tribune, July 1G, 71971, § A, at 1, cols. 4-8, §

, at 5, eols. 5-8. _

Suburban opponents feared that the bill would lead to loss of the
local tax base, reduction of incentives to attract commercial development,
and adoption_of a metropolitan _government. See id., S A, at 1 col. 8
Minneapolis Tribune, Juno 2, 1971, § A, at 1, col. 4 The Act was also

1iX
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passed the Metropolitan Fiscal Disparities Act,3 which provides
a method of reducing fiscal disparities within the seven-county
area while retaining existing governmental and tax structures.
The Act, which nominally3 went into operation in 1972, was
greeted with national acclaim as both an innovative and a realis-
tic approach to metropolitan problems.38 Some skepticism lias
been expressed, however, as to whether the Act will ultimately
be effective.d)

The basic concept of the Fiscal Disparities Act is tax base
sharing. In particular, the Act implements a plan whereby 40
percent of the commercial-industrial growth in the seven-county
area since 1971 is to bo shared by all governmental units
levying property taxes within the area. The Act places no
resu iclions on where or how the shared funds can be spent by
the recipient governmental units, although it does state six objec-
tives which it is hoped the tax base sharing will accom-
plish."” The Act, moreover, does not fundamentally change the

said to have virtually insurmountable administrative problems. See Min-
neapolis Tribune, July 10, 1971, § A, at 1, col. 3.

Rural legislators who opposed passage of the Act lcnrcd that it
would be expanded to the entire slate. Id. At the time, such expansion
of the plan was politically unfeasible, although tho State Planning
Agency did consider the option, finding that tho outstatc tax base was
insufficient to render (he plan economically feasible. Sec J. 1oyt & D.
Nelson, A Report on Regional Tax Base Shaking 4 (1973).

3G. Minn. Laws Extra Scss. 1971, ch. 24 (codified at Minn. stat.
ch. 4731)' (1974)). The concept of tax base sharing for the seven-county
area, now embodied in the Act, originated with tho Citizens League. See
generally citizens League, SUPra note 14.

37. The first assessments under the Act were required to be com-
pleted and certified to the appropriate county auditor by November 20,
1972. minn. stat. 88 473F.01, .05 (1974). Operation of the Act was en-
joined by a Minnesota district court, however, on the ground that it vio-
lated the uniformity clause of the Minnesota Constitution. This decision
was reversed by tho Minnesota Supreme Court on September 13, 1974,
Village of Burnsville v. Onischuk, 222 N.W.ild 523 (Minn. 1974), appeal
dismissed, 420 U.S. 910 (1975). See notes 55-G4 infra and accompanying
text.

33. See, eg., Cordlz, A Word for the Properly Ta:c, 85 Fortune, May
1972, at 105, 112; Fnlterinaycr, 'Metro' government, Twin Cities-style, 72
Live, Jan. 21, 1972, at 28; Editorial, Tax. Base Sharing, coNnat1 civic Rev.
424 (1971). o .

39. See A Statistical Analysis, supra note 11, at 1325 nlOG ("But
by restricting its scope to ‘commercial-industrial properly,” the plan does
little to end enclaves of low or high residential properly taxes.1).

40. Minn.stat. §473F.01 (1974) provider-

The legislature finds it desirable to inv ~ .u the revenue raining
and distribution system in tho seven county Twin Cities urea
to accomplish tho following objectives.

(1) To provide a way for loca.,/ /ernments to share in the
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FISCAL DISPARITIES ACT

existing tax structure or its administration;1l .it merely pro-
vides a method by which property in one governmental unit can
he taxed by others.

Before exploring the workings of the Fiscal Disparities Act,
It is necessary to review several technical definitions. The focus
oi the Act is upon “municipalities,” which are defined by the
Act as cities, towns, or townships located in whole or in part
within the seven-county area.’- Municipalities are used as a
basic unit for calculating both the contributions to and the distri-
butions from the area-wide tax base. “Governmental units” arc
the jurisdictional units that actually collect taxes under the Act.
They may or may not be municipalities. The Act defines them
as taxing units or bodies which levy ad valorem taxes in whole
or in part within the seven-county area; this would include ruch
units as counties, cities, and school districts.3

resources generated by the growth of the area, without removing

any resources v/nioh "acal governments already have;

(2) Toincrease the likelihood of orderly urban development
b_¥ reducing the impact of fiscal considerations on the location
oil business and residential growth and of highways, transit facil-
ities and airports;

(3) To establish incentives for all parts of the area to work
for the growth of the area as a whole;

(1) To grovid_e a way whereby the area's resources can he
made available within and through Hie existing system of local
governments and local decision making;

(5) To help communities in different stages of development
by making resources increasingly available to communities at
those early stages of development and redevelopment when fi-
nancial pressures on thorn are the greatest;

() To encoura?e protection of the environment by reducing
the impact of fiscal considerations so that flood plains can he
protegted and land for parks and open space can bhe pre-
served . ...

A seventh objective, concerning the distribution to municipalities of other
revenues, iibeyond the scope of this Note. See note 7 supra.

41. One of tho seven county auditors serves as the “administrative
auditor" and administers the statute from his county office. minn.
stat. TS 47RF.03, .07(3), (4) (1974). Each county treasurer remits the
tax revenues from the shared tax base to the state treasurer, who de-
posits tho revenues in an area-wide tax account from which they are
subsequently distributed to governmental unit? in the same manner as
arc all other tax revenues. Id. 88 473F.08(7), (it). Assessment of tho
market value of commercial-industrial property within each jurisdiction
takes place as it did before passage of the Act.

42. 1d. 5473F.02(8). Secalso note 1supra.

43. minn. stat. § 473F.02(5) (1974). See also note 1 supra.
Seventeen school districts and three municipalities are located partly
within and partly without the seven -county area. The Act deals to some
extent with th.ese divided governmental units. Section 473F.02(8) limits
tile Act’s application to property located within tho seven-county area,
although each municipality's fiscal capacity is to bo computed on tho
basis of it3 entire property valuation and population.

.y
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The first step in the operation of the Act is to determine.
the arca-tcide tax base. Every year, tho assessors of each county
in the metropolitan area assess the value of all non-exempt cortw
mercial-industrial property located within the municipalities of
that county. This amount is then compared with the assessed
valuationll of such property in 1971, the base year. Forty per-
cent of the increase over the 1971 valuation is then contributed
byTFTc municipality to the area-wide tax base for the given
year.15 If the market value of the commercial-industrial prop-
c-rly within a municipality shows no increase over 1971, that mu-
nicipality makes no contribution to the area-wide lax hase. The
sTnn ot the contributions from allthe municipalities in the entire
seven-county area constitute.*: the area-wide tax base.

In order to determine the share of the area-wide tax base
which each municipality is to receive, a distribution indux, based
on,tlic_pnpulaiion. and fiscal ~capaclty of each, must be calcu-
laled. L A particular municipality then receives a share of the
area-wide tax base proportional to the ratio of its index to the
slim of the indices of all municipalities within the scven-county
afca.'/ ~Whether tho municipality gains or loses assessed valua-
tion under the plan depends on whether the share it receives
hflargor or smaller than the one which it has contributed.1*

provide;, that tho municipality's area-wide tax base distribution index,
sea note 4G infra, must bo multiplied by the fraction of the municipality’s
population residing in the .scven-county area.

44. Valuation is defined as the market value of the real properly
within a municipality. minn. stat. § 473F.02(13) (1U74). Assessed val-
uation in thus the percentage of the valuation which Minnesota subjects
to the tax. Sue id. § 273.13.

45. hi 8% 473F.05-.07.

4> The area-wide lax base distribution index for a municipality in
equal to its population multiplied by tho ratio of the average fiscal
capacity for the scven-county area to tho municipality's fiscal capacity
<both measured in tho prior year) multiplied by 1lvu; it tho product of
Ihoso factors is less than the municipality’s population, however, the in-
dex is equal In tho population. Id. $4731)07(2).

47. 1d. 88 473F.07 (3)-(5).

43. Whether a municipality gains or loses lax dollars under the plan
depends on tho relationship between itn local tax rate and tl. >area-wide
lax rale. See text accompanying notes 5i-r3 infra. The amount of tax
dollars a municipality contributes to the area-wide tax account is equal
to the assessed valuation contributed by tho municipality to tho area-
wide tax base multiplied by tho area-wide tax rate. The amount of lax
revenue a municipality receives is equal to its share of the area-wide
tax base inultiplied by the local tax rate. Mo note 51 infra and ac-
companying text. Thus, even if on balance a municipality loses assessed
valuation to the area-wide lax base, it could receive more tax dollars
than it contributes to the area-wide tax account it its local tax rate is
sufficiently greater than the area-wide tax rate. A similar situation may
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19751 FISCAL DISPARITIES ACT 939

Once the contributions to and the distributions from the
area-wide tax base have been calculated for municipalities, the
focus shifts to the governmental unit so that the mechanics of ac-
tually collecting tax revenues under the Act may he worked
out. Initially, each governmental unit must ascertain its local
tax base; this is done by determining the assessed valuation nf
all nonexempt real property within the governmental iu.it and
subtracting the contributions made to the area-wide tax base by
municipalities located in~whofiP or in part within its jurisdic-
tion/1 The governmental unTfmust also ascerLain~Ifs share of
the area-wide tax base; tiiis share is determined by adding to-
gether the distributions to which all municipalities located in
whole or in part within the unit’s jurisdiction are entitled/™*
Aware of the sixe of the tax bases upon which it can levy a tax,
the governmental unit then determines the amount that it desires
to raise in tax revenue and certifies this amount to tho appropri-
ate county auditor as its lew. The county auditor will subse-
quently apportion that levy between the local tax base—that is,
that part of the particular governmental unit's assessed valuation
which was not contributed to tlie area-wide tax base—and the
unit’s share of the area-wide tax base.*1

The first portion is termed the local lew. The local levy
divided by tho local tax base equals the local tax rate, a rate
which will be applied to all taxable property within the jurisdic-

exist for other governmental units. See notes 49-53 infra and accom-
panying text.

49." The contribution of a governmental unit to llxo area-wide tax
base is proportionate to tin* assessed valuation of tho comnicrciul-in-
dustrial property located within each municipality subject to that unit's
taxing power. Minn. Stat. 8 473F.03(2) (a) (1974). Thus, if one-hull’
of the commercial-industrial properly in a particular municipality were
subject to taxation by the unit, one-half of the annum contributed by
the municipality to the area-wide tax base would be subtracted from
the unit’s tax base. This procedure would be repeated for all municipal-
ities in which the unit levies taxes.

50. The proportion of each municipality’s distribution to which a
governmental unit is entitled is calculated by dividing the assessed val-
uation of all residential property within a municipality subject to the
unit's taxing power by the total assessed valuation of all residential
property within that municipality. Id. § «173**08(2) (b).

51. The area-wide levy is equal to that portion of the total levy
represented by the unit’s share of the area-wide tax base divided by the
sum of the unit's local tax base and its share of the area-wide tax base.
Id. 88 473F.08(2), (3) (a). The local levy i3 equal to the difference be-
tween tho total levy and the area-wide levy. Id. 8 473F.08(3) (b). The
ratio of the area-wide levy to the local levy is thus equivalent to the
ratio that the unit’s share of the area-wide tax base bears to the local
tax base.
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1975] FISCAL DISPARITIES ACT 941

Minnesota Supreme Court had previously held that tax legisla-
tion must satisfy two requirements in order to be valid under
this clause: similarly situated taxpayers must be treated alike,57
and special benefits must accrue to the community that bears
the tax.8 Kclying principally on the latter of these two require-
ments, the district court helfl"IKaFthere was no reasonable rcla-
tionship~between the contribution'mada by a municipality to the
area-wide ttllx base and the”Benefits that its citizens would derive
from the disTribuTion of funds tmder the Act.-* TfrbtHei- words,
ttaTmain issue ofTTTe 7Jaye was whether those units of govern-
ment within the metropolitan area which in a given year con-
tribute more of their tax base to the pool than is redistributed
to them are sufficiently benefited to meet the constitutional re-
quirement of uniformity.'D

In a four-three decision in Village of Bumsville v. Oni-
schuk,Q the Minnesota Supreme Court reversed, holding that the
Act satisfies the requirements of the uniformity clause; an appeal
to the United States Supreme Court was dismissed for want of
a substantial federal question. The Minnesota court admitted
that a “literal reading" of its prior decisions would have dictated
invalidation of the Act because special benefits would not accrue
to each governmental unit on which the tax was imposed.®2
Nonetheless, the court staled that requiring a special benefit to
accrue to the governmental unit

no longer adequately serves the constitutional requirement of
uniformity. In a seven-county area which is heavily populated,

. it is no longer necessary for units of government providing
tax revenue to receive the kind of tangible and specific benefits
to which our court has previously referred ... to satisfy the
uniformity clau3e.nu

Instead, the court found that governmental units which con-
tribute more than they receive under the Act derive benefits

07. See, e.g, Montgomery Ward h Co. v. Comm'r of Taxation, 21G
Minn. 307, 310, 12 N.W.2d 025, 027 (1043).

53. Sec City of Jackson v. County of Jackson, 214 Minn. 2-1t, 7
N.W.2d 753 (1943); Village of Itobbinsdale v. County of Hennepin, 199
Minn. 203, 207, 271 N.W. 491, 493 (1937); Sanborn v. Comm’s of Rice
County, 9 Minn. (5 Ciilf.) 253, 202 (11504).

59. The statute “imposes a lax on some [units] for the benefit of
others." 222 N.W.2d at 528, quoting the trial court memorandum.

00. Id. at 529.

61. 222 N.AV.2d 523 (Minn. 1974), appeal dismissed, 420 U.S. 910
(1975) (no substantial federal question). Burnsville, the municipality
that challenged the Act, can bo characterized as a developing suburb.

02. 1d. at 530.

03. Id.
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from tho area-wide lax base by reason of the social and economic
interdependence of the seven-county area. Hence, residents “of
highly developed commercial-industrial areas . . . enjoy direct
benefits from the existence of adjacent municipalities which pro-
vide open spaces, lakes, parks, golf courses, zoos, fairgrounds, low
density housing areas, churches, schools, and hospitals.”

Two aspects of the court’s decision deserve comment. First,
the Fiscal Disparities Act is tax legislation and thus is entitled to
a presumption of validity.08 This deference is essential to allow
the legislature to reform local property taxes in the most effi-
cient and realistic manner.00 In Onischuk, the Minnesota Su-
preme Court expressly accorded such deference to the legisla-
ture’s scheme for reducing fiscal disparities.

Second, even though the court found that the "special bene-
fit” requirement did not invalidate the Fiscal Disparities Act,
that requirement was not completely abandoned: residents must
still derive some threshold benefit from the allocation of taxes
under a challenged statute.07 The court in Onischuk merely re-
vised its view of the uniformity clause to take into account what
it called “a developing concept of the meaning of the word ‘bene-
fit.””os That concept apparently centers around an implicit
recognition that benefits can be derived from the social and eco-
nomic interdependence of the scven-county area.00 This perccp-

64. 1d. at 532.

G5. Courts traditionally defer to the legislative judgment on tax leg-
islation because the subject matter is complex, because courts tend to
lack familiarity with local problems, and because a stricter standard of
review would entail inquiry into the purpose of the statute, an especially
ci_iﬁ‘ficult matter with respect to tax legislation. Tussman & tcnlirook,

€ Equal Protection of the Law:;, 37 Cai.ik L. Rev. 311, 370 n.60, 372-
73 (1911)). See, e.g., General Mills, Inc. v. Division of Employment &
Security, 224 Minn. 3UG, 310-11, 23 NAV.IM 1147,11-19-50 (19-17).

GG O€E€ San Antonio Inclep. School Dial. v. Rodriguez, -ill U.S. 1,
513 (1973)

07. 222 N.W.2d nt 530-32.

G0. Id. at 530. The court cited Visinu v. Freeman, 252 Minn. 177,
119 NAV.2U (535 (19511), as tho precursor of this "evolving” notion of bene-
fit. Visiwt involved a challenge under the uniformity clause to the stat-
ute establishing the Port Authority of Duluth, an agency which was to
finance the reclamation of land and the construction of a terminal port
facility. In that case, the Minnesota Supreme Court found that all in-
volved taxpayers received benefits sufficient lo uphold the statute’s con-
stitutionality. Yet Visum concerned benefits that would be derived from
a specific improvement, whereas Onischuk involved benefits to he de-
rived from undetermined uses of redistributed revenues—benefits arising
from the social-economic interdependence of the area.

G9. See text accompanying note Gl supra. The court also acknowl-
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tion of benefit is based on the realization that the political frag-
mentation of tlie seven-county area is artificial and that the
area is actually a socially and economically integrated entity. In
essence, the seven-county area can be viewed as a large city
rather than as numerous, completely autonomous political subdi-
visions.

In ruling on the constitutionality of the Fiscal Disparities
Act, the Minnesota Supreme Court did not explicitly address the
equal protection issue raised by the plaintiffs.70 Thus, it might
be argued that the statute remains open to a constitutional chal-
lenge on that ground.7L 1t seems likely, however, that the court

edged that commercial-industrial property can provide a windfall to tho
municipality in which it locates, and that competition for such property
could load to disorderly development of the seven-county area. 222 N.W.
2d at P32

70. In their complaint, plaintiffs had alleged that the statute vio-
lated the equal protection provisions of the fourteenth amendment to the
United States Constitution. 22?. N.W,Itd al 526. Doth the district and
supreme courts, however, ruled explicitly only on the uniformity ground.
In passing over the ctjoal protection issue, the supreme court seemed
to indicate that its inattention was attributable to the fact that, the
uniformity clause has been construed "to be no more restrictive than
the [federal] equal protection clause.” Id. at 527. Sec In re Taxes
on Property of Cold Spring Granite Co., 271 Minn, 4G0O, <160, 13G N.W.2d
782, 707 (.100:1); Apartment Operators Assn v. Minneapolis, 101 Minn.
3C5, 3(50, 254 N.W. 443, 444 (1034); Heed v. Bjornson, 191 Minn. 254, 20,1
253 N.W. 102, 105 (1934). See also Lake Superior Consol. Iron Mines
v. Lord, 271 U.S. 577, 581 (102(i).

71. There is a line of cases which suggests that the Act could not
be successfully challenged under the federal equal protection clause.
Thus, while the Minnesota Supreme Court has held that th.e uniformity
required by the Minnesota Constitution in the distribution of tax benefits
is achieved if therein a reasonable relationship between tax benefits and
burdens, see Visina v. Freeman, 252 Minn. 177, 103, 80 N.W.2d 035, C30
(1958) (uniformity of distribution among several taxing districts); Vil-
lage of Itobbinsdale v. County of Hennepin, 199 Minn. 203, 271 N.W. 491
(1937) (uniformity of distribution within one taxing district); State e.r
ri'l. City of New Prague v. County of Scott, 105 Minn. 11, 2GL N.W. G&
(J935) (uniformity of distribution within one taxing district), some
courts have slated that the fourteenth amendment does not require lhat
a tax bear a reasonable relationship to the benefits received. See Car-
michael v. Southern Coal & Coke Co. 301 U.S. 405, 521-23 (1037);
Thomas v. Gay, ICO U.S. 201 278-80 (1897); Hess v. Mullnncy, 213 F.2d
035, (139-40 (9th Cir.), ccrt. denied, 348 U.S. 835 (1954); Morton Salt Co.
v. City of South Hutchinson, 177 F.2d 889, 891-92 (10th Cir. 1019);
Lafayette Steel Co. v. City of Dearborn, 3G0 F. Supp. 1127, 1131 (E.D.
Mich. 1973). The latter view, however, may not apply to the situation
in Onischuk. Those cases involved general taxes, see Illinois Cent.
H.R. v. Decatur, 147 U.S. 190, 19G-97 (1892); Kelly v. Pittsburgh, 104 U.S.
78, 80-83 (1881), and the statute in each instance was challenged by a
member of a community whose government was supported by the
disputed taxes. The Fiscal Disparities Act, on the other hand, shifts local

= -y
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implicitly ruled on this issue.72 Tin's fact, as well as the practical

property tax revenues from one governmental unit to another. Under
the Act, a taxpayer in one community may be taxed for the benefit of
a community of which he is not a member and from which he receives
no general benefits. On this basis, the Act is distinguishable from the
cases cited above and may be: subject to scrutiny under the equal protec-
tion clause of the fourteenth amendment. See Ad Valorem Financing,
supra note 1G, at 81-83.

Two possible claims could be made under the equal protection
clause. First, by limiting tho area-wide tax base to commercial-indus-
trial growth, the Act 13 arguably underinclusive since residential prop-
erty above a certain value may provide as much of a windfall to the
fiscal capacity of a governmental unit as does commercial-industrial
property. liven though the capacity of high income housing for generat-
ing tax revenue may be less than that of commercial-industrial property,
the former requires less expense for public services, and thus could pro-
vide a windfall to the governmental unit; residential suburbs with high
fiscal capacities are examples of governmental units receiving such wind-
falls. It should be noted, however, that residential property lacks the
“metropolitan” aspect of commercial-industrial property. See note 20
supra and accompanying text.

S>.Jond, the apportionment of the area-wide tax base among area
municipalities is not necessarily linked to deficiencies in their fiscal ca-
pacities. Bather, the Act’s distribution formula is based primarily on a
municipality’s population, see text accompanying notes 78-87 infra, a
measure which fails to take into account the actual needs and costs faced
by municipalities in the seven-county area. By allowing residential
suburbs with relatively high fiscal capacities to share the area-wide tax
base on the same basis as municipalities with lower fiscal capacities and
greater public service costs, tho Act might be ovcrinclusive as to its class
of beneficiaries,

72. The equal protection issue was raised in the pleadings,
222 WAV.2d at 52G, and was briefly referred to by the district and su-
preme courts, sec id, at 527. The comment of the Minnesota Supreme
Court (hat the uniformity clause has been construed to be "no more re-
strictive" than the equal protection clause, see nolo 70 supra, appears to
indicate that the court felt it was resolving both issues. If, as seems
likely, the issue was considered by the Minnesota court, it must have
been resolved in favor of the statute’s constitutionality; otherwise, tho
case could not have been decided as it was. Thus, a strong argument
can be made that the equal protection issue was litigated and decided
by implication in the Onischuk case. _

If this argument in accepted, the Onischuk decision places two doc-
trinal obstacles in the path of a future taxpayer plaintiff. The first is
that of traditional stare decisis. The other is that of res judicata, under
which the parties to an action may bo estopped from rolitigating in a
subsequent action issues that were raised and determined in the prior
action. Sec generally Brooks Realty, Inc. v. Aetna Ins. Co., 2G8 Minn. 122,
128 N.W.2d 151 (19G4). Specific findings are unnecessary; the doctrine
applies to every issue which was actually litigated or raised by the
pleadings in tho original case. See Youngstown Mines Corp. v. Front,
2GG Minn. 450, 470, 124 N.W.2d 328, 312 (1003); Gollnor v. Cram, Islt
Minn. 8, 10-11, 102 N.W.2d 521, 523 (1000); Premlcrgnst v. Searle, 111
Minn. 291, 202, 84 N.W. 107, 103 (1000); O’Brien v. Mnmvnring, 70 Minn.
88, 87-83, 81 N.W. 74G (1000). In the present situation, the doctrine of
res judicata would have an effect beyond the original plaintiffs, since

Sec
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unavailability of a federal forum,7L makes it improbable that the
Act will again be sTibjectcd to judicial review on equal protection
(bounds.

The holding in Onischuk rnay prove to be a narrow one. The
court's emphasis on the social and economic interdependence of
the scven-county area74 suggests that its new interpretation of
the term "special benefit”’ may be limited by the requirement
of such interdependence. Even so, the decision may have a far
reaching impact on regionalism; similar statutory schemes could
be established in other parts of the state where an area is found
to be socially and economically interdependent. The intorde-

tho determination in an action brought by one taxpayer binds other tax-
payers to the same extent that it binds the original plaintiff. Oakinan
v. City of Evelcth, 103 Minn. 100, 102, 203 N.W. 014, 515 (H2F), Driscoll
v. Board of County Comm’rs, 1G1 Minn. 494. 000-02, 201 N.W. 94a, 947-
41 (192a).

73. A federal court would probably refuse to assume jurisdiction
of a challenge to the Act under the federal equal protection clause for
at least two reasons. First, when the Onischuk ease was appealed to
tho United States Supreme Court on eq. al protection grounds, among
others, the Court dismissed for want of a substantial federal question.
420 U.S. 91G (1970) (issues of taxation witnout representation and due
process were also raised). It is unclear what effect the dismissal
will have on future equal protection challenges to the Act. Compare
Ohio ex ret. Eaton v. Price, 3G0 U.S. 240, 247 (1959) (Brennan, J.,
separate opinion); P. Baton, P. Mishkin, D. shapiro & It. Wmtsr.irt.
U aiit ano VfixirsLEn's TIM Fkwrai. Courts and thk Fkiierai. System 049
(2d cd. 1970); R. stern & E. Grkssman, SUMIMIi: court Practice 233
(4th cd. 19G9): Note, The. Insubstantial Federal Question, 02 IMm'. T.. Rr.v.
400, 404 (1949) (taking tho view that dismissal for want or a substan-
tial federal question Is a decision on tho merits), with Comment. The
Significance nj Dismissals "For Waul of a Substantial Federal Question":
Original Sin in the Federal Courts, on coi.um. 1,. Rev. 705 (1000) (taking
tho view that such a dismissal is in many canes akin to a denial of certi-
orari, which lacks precedential weight).

Second, the Tax Injunction Act of 1937, 28 U.S.C. 5 1341 (1970), may
preclude a federal court from assuming jurisdiction. That statute pro-
vides that "the district courts shall not enjoin, suspend or restrain the
assessment, levy or collection of any tax under Stale law when a plain,
speedy and efficient remedy may be had in the courts of such State.”
Id. See, e.g., Mandcl v. Hutchinson, 494 F.2d 3G4 (0th Cir. 1974). The
very occurrence of the Onischuk suit is strong evidence that such a rem-
edy exists in Minnesota. Moreover, federal declaratory relief, though
still technically available, 1A 3. Moork, Federat. Practice V.297, at 2285
(2d ed. 19591, is a discretionary remedy governed by general equitable
principles. It linn usually been denied in eases attacking state tax legis-
lation where an adequate remedy exists under state law. E.g., Great
Lukes Dredge & Dock Co. v. Huffman, 319 U.S. 293 (1943). See Lynch v.
Household Fin. Corp., 405U.S, 538. 542-43 n.G (1972).

74. See. text accompanying note G4 supra.

75. See text accompanying notes G3-G9 supra.

(
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pcndence itself would appear »> meet the threshold requirement
of benefit necessary to validate the tax scheme.

The fact that additional use of this statutory scheme would
be found constitutional, however, (iocs not mean that it will come
info common use. There is a basic political conflict between the

local autonomy, "he Act itself was a compromise, partially in-
tfoducing regional .ancing of governmcntal units while at the
same time retaining local ’icisionmnkmg. Whether this compro-
mise is likely to be repeated anoI depends heavily on the effect
ofIn'e present Act;

[1l. EFFECT OF THE FISCAL DISPARITIES ACT:
A CIITICAL ANALYSIS

As previously noted,7" the presence of fiscal disparities
within the seven-county metropolitan area has had two major
effects: inequities in tho provision of public services and imbal-
ance in area development. The success of the Fiscal Disparities
Act will thus be largely contingent on the extent to which it
eliminates those problems.

A. Phovision ok PUNUC Skhvices

Fiscal disparities produce inequities in the lax rales which
residents of different governmental units must pay in order to
obtain a given level of public services.77 The effectiveness of
the Act in equalizing those lax burdens will depend upon llic
degree to which the factors chosen to measure “fiscal capacity”
relate to tho problems tint the Act is intended to solve, and also
upon the extent to which a perceived fiscal capacity will influ-
ence the Act’s distribution formula.

Fiscal capacity can be measured hi two ways: through the
use of economic Indicators such as income levels, or by a compari-
son of the revenues that would bo raised in different municipali-
ties by a representative lux system.™ The Fiscal Disparities Act
relies on tho second conceptual measure of fiscal capacity, de-
fining the fiscal capacity of a municipality as the market value
of the real property within its borders divided by its popula-
tion,70 and using the real property lax—the prime generator of

70. Sett text accompanying notes 8-34 supra.

77. See notes 11-20 supra nml accompanying text.
72.  SeC mMkasuhks, SUPIA note 11, i<t «1-n1, 13-f>2.

70.  ATinm. Stat. §H 731"\02(I13), (M) (1L074).
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local government revenues—as its representative tax. The use
of the market value of real property rather than its assessed
valuation is desirable, since it will eliminate inter-municipality
differences which might arise from varying assessment practices
as well as from Minnesota’s property classifications.8) Market
values also serve as some indicator of the income received and
produced within the municipality.8 Nevertheless, the use of
population as a divisor in the Act’s definition of fiscal capacity
renders that definition a per capita index, reflecting the assump-
tion that a municipality’s expenditure requirements vary directly
with its population. This assumption, however, ignores the fact
that the composition of a municipality’s population may have an
extraordinary effect upon that municipality’s need for public ser-
vices.8 To some extent, the limitation on the Act’s definition
of fiscal capacity rnay be attributed to statistical deficiencies—
a lack of data that impedes both the determination of an accurate
measure of fiscal capacity and the usefulness of such a formula
once it has been devised.8 Even so, the Act’s definition fails
to account for granls-in-aid that a municipality may receive from
outside sources, funds which are certain to affect fiscal capacity
and which should be readily ascertainable.

Once determined, fiscal capacity may be at best a fractional
part of the distribution formula of the Act. Under the Act, a
municipality’s area-wide tax base distribution index is propor-
tional lo its population and inversely proportional to its fiscal

BO. MetjioiroiTfax council, supra note lit, at SO. Minnesota classi-
fies properly arid, based upon that olassificatio., applies n particular per-
centage figure to the property’s market value to arrive at the property’s
assessed valuation. See minn*. Stat.5273.13 (1971).

61. Metrouomtan Council, supra note 13, at SO. Tho market value
of residential property serves as a fairly accurate measure of personal
income, but commercial and industrial property values are less closely
related to business income. Maucoi.ts, supra note 4, at 4-5, 4-0, 4-11, 5-4.

82. For example, the age distribution of the population may affect
public service requirements. If a municipality’s population is relatively
young (requiring sellouts) or relatively old (requiring assistance), the
municipality’s public service expenditures will be greater than if this
were not. the case. Mbasuiiks, Supra note 11, at 9, 97-105. Generally,
central cities such as Minneapolis and SI. Paul contain a greater per-
centage of these special populations than do the suburbs. Sea E. vuanpt,
It. Jackson fc J. White, Tim P-.ioiit or tub Cities (1972); E. Fuandt,
Tub Plight o?2tub Cities (Supp. 1973).

83. Sac Mktkovolitan Council, supra note 13, at 51. Compare, for
example, the recommendation of a fiscal capacity formula based on in-
come received and produced within a community, makcoms, supra note
#, at 3-9, with tho Metropolitan Council’s recommendation of a formula
based on the market value of real property, MirnicroLivAN councir,
supra note 13, at 51.
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capacity,54 unless a municipality’s fiscal capacity exceeds twice
the average fiscal capacity of the area, in which case its distribu-
tion index equals its population.55 Population is therefore ac-
tually utilized twice in the distribution formula: first, as an ele-
ment in the determination of fiscal capacity; and, second, as a
factor in the formula itself. Population alone, however, is not
an accurate measure of a municipality’s public needs.50 Because
of this reliance on population, the distribution formula of the
Act will be of limited effectiveness in reducing fiscal disparities
and the resulting inequities in tax burdens. Municipalities will
still be unable to provide a given level of public services at a
uniform cost.5/

But this objection remains somewhat abstract. A more con-
crete understanding of the Act’s relationship to the provision of
public services can best be achieved by examining the possible
effects of the statute in three types of communities.

84. A municipality's area-wide tax base distribution index is equal
to the product o[ ita population, the average fiscal capacity for the area
divided by the municipality’s fiscal capacity, and two:

) Pop. X ES§avg. f.c)/(fc>) X 2 o
Minn. Stat. §473F.07F3) (1974)." Since the average fiscal capacity, id.
§ 4731<\02(15), i3 a constant for each municipality, if K is designated as
2 X (avg. f.e.), a municipality’s share of the area-wide tax base equals:

Pop. X ((avg. f.c.)/(f.e.)) X 2= K X ((pop)/(f.c.))

85. The formula used in the calculation of a municipality’s aroa-
v/idc tax distribution index docs not lake account of the amount by
which a municipality’s fiscal capacity exceeds twice the average fiscal
capacity; the possibility exists, therefore, that a particular municipality
could receive an unnoodcd additional amount of the area-wide tax base.
This situation arises because of the presence of the numeral two as a
factor in the formula and because (lie index is not allowed to bo less
than a municipality's population. Id. 8 473F.07(3). For example,
if r equals average fiscal capacity and s equals tho fiscal capacity
of a municipality, then where p equals the population of that mu-
nicipality, p > p X (r/s) X 2, for any s > 2r. In 1970 only two small
municipalities in the seven-county area, however, had fiscal capacities
greater than twice the average fiscal capacity; thus the problem may
be negligible. Sac Brief for Appellants at Add-31, Village of Burns-
ville v. Onischuk, 222 N.W.2d 522 (Minn. 1974), appeal dismissed, 420
U.S. 91G (1975).

80. See note 82 supra. A true measure of need may be impossible
to express in any formula. See Municipal Service:, supra note 19, at
112. Sec also Mclnnis v. Shapiro, 293 F. Supp. 327 (N.D. 111 1903), ajj'd.
mem. sub mm. Mclnnis v. Ogilvio, 394 U.S. 322 (1903).

37. The discussion regarding municipalities also applies to other
governmental units that calculate their distribution from the area-wide
tax base according to the amounts municipalities within their taxing ju-
risdiction receive. Insofar as these units are larger in area than munici-
palities, however, costs and population composition tend to bo more
equally distributed.
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1 Residential Suburbs with aHigh Fiscal Capacity

Residential suburbs generally have a low proportion of com-
mercial-industrial to total assessed valuation. If a residential
suburb has a high fiscal capacity—because, for example, of high
property values—it may well benefit unduly from the operation
of the Act. Such a municipality would contribute relatively
little to the area-wide tax base; yet, because distribution is based
primarily on population, it would almost certainly be assured
of showing a net gain under the statute. Thus, an already su-
perior ability to provide public services to residents would bo
further enhanced by the Act.8

2. Municipalitieswith Commercial-Industrial Development

Although a municipality with a high proportion of commer-
cial-industrial to total assessed valuation may have a corres-
pondingly' high fiscal capacity, that municipality must provide
services such as fire arid police protection to the commercial-
industrial property’. Where the municipality also has a small
population, however, it will receive less than it contributes to
the area-wide tax base. If the cost of providing services to the
commercial-industrial property is greater than the tax revenues
that such property will generate after the redistribution man-
dated by the Act, the burden of providing the services will par-
tially fall upon the residents of the municipality.8 In this re-
spect, the Act may actually hinder the provision of public ser-
vices in those municipalities with a small population and a fiscal

08. See Village of Burnsville v. Onischuk, 222 N.W.2d 52B. 038-21).
541 (Minn. 1974) (dissenting opinions), appeal dismissed, <120 U.S. 010
(1075). Of. Stephens, The Metropolitan Impact of Fiscal and Covcrn-
mentul Rcjorms: A Simple Mode! of the Metropolis, 2 Ui»:an Law.
405, 510 (1070). But sec Citizens Lkaoui:, supra note 14, at 10 (decni-
phnsizing this problem because of the benefit to school districts encom-
passing residential suburbs with high fiscal capacities).

80. Before enactment of the Fiscal Disparities Act, those residents
would not have been so burdened, if it is assumed that revenues from
the commercial-industrial property would have covered the cost of pro-
viding services to the property. Bui it is difficult to estimate the true
cost of serving commercial and industrial property. Usually commer-
cial-industrial development is considered to be a fiscal advantage for a
municipality, but a conservative view would be that the cost of services
to such property consumes the lax revenues that it generates. Although
some municipalities may benefit greatly from commercial-industrial
property within their borders, there is no agreement that this will lie
true in the average case. See maiicolis, SNPru note 4, at 1-17 to 1-18,
5-8, 7-52.
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capacity composed primarily of commercial-industrial assessed
valuation.(

3. Certain Governmental Units Noncoterminus with
Municipalities

Governmental units other than municipalities determine
both their contribution to and their share of the area-wide tax
base on the basis of the municipalities wholly or partly within
their boundaries.” When the boundaries of a governmental unit
do not coincide with municipal lines, the unit may be either the
beneficiary or tho victim of the uneven distribution of residential
and commercial-industrial property in the divided municipality.
For example, if a municipality is located within two governmen-
tal units so that one of the units possesses a large percentage
of the residential valuation of the municipality while the other
unit has a large percentage of the municipality’s commercial-
industrial valuation, the former unit will contribute little to the
area-wide lax base but will receive a large share in the popula-
tion-based distribution. For similar reasons, the latter unit will
“lose” in tho distribution. If the governmental unit in which
the residential area is located also has a high fiscal capacity rela-
tive to the other unit, such a result would be contrary to the
statute’s intent. This effect will be significant, however, only
when the governmental units cover a relatively small area;
over large areas such uneven distributions should lend to balance
out.

To the extent that these and other adverse consequences oc-
cur, the Act’s success in reducing fiscal disparities will be under-
mined. Fvon if (he Act ultimately equalizes tho benefits that
residents of the sovcn-counly area receive for their tax dollars,
however, inequities may nonetheless arise while tho Act is being
implemented. Before tin; passage of the Act, residents living in
a municipality with a high fiscal capacity may have enjoyed a

00. Il poor people tend to live in municipalities with n high com-
mercial-industrial valuation, a distribution of this nature may resemble a
“befuddled Robin Hood,” taking from the poor and giving to tho indi-
vidually wealthy who reside in the suburban municipalities with high
fiscal capacity ~ See A Statistical Analysis, supra note 11, al 1337-38,

Recognizing the general problem illustrated by this example, tho
Metropolitan Council recommended a percentage equalization plan for
municipalities and a .sharing of commercial-industrial growth for school
districts, which provide no direct services to commercial-industrial prop-
erty. See Mf.tkoi'outan CouNtrr., supra note 13

01. See notes 19-50 supra and accompanying text.
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high level of public expenditures at a relatively low tax rate.
They may have found this advantage capitalized in their prop-
erty values, whereas residents of a municipality with a low fiscal
capacity may have suffered depressed property values.0- Fol-
lowing implementation of the Act and the resulting equaliza-
tion of these advantages and disadvantages, property values in
a wealthy municipality should drop while tliose in a poor mu-
nicipality should rise. During the interim, owners and lessees
in the former locality will suffer from this adjustment, while
occupants of the latter will benefit.03 Inasmuch as the Act will
have only a moderating impact on fiscal disparities in the seven-
county area, however, these effects rnay be so gradual as not
to be serious.

In discussing the impact of the Act on the provision of public
services, consideration must go beyond the question whether
the Act will indeed have its anticipated effect on the ability of

92. Sea generally Mauooms, supra note* & at app. 1-A; Oates, The
Effects of Property Taxes ami_Local Public Spande on Property
Values: An Empirical Study of Tux Capitalisation and the 't'iebout Hy-
pothesis, 77 J. Por, Kcon, 957 (1959). See also Smith, Properly Tax
Capitalization in San Francisco, USNat’i. Tax J. 177 (1370).

Tax capitalization occurs where property values rise because a sub-
stantial number ot prospective residents, in making their locational deci-
sion, consider the mix of tax rate and public services that various com-
munities offer. A model eased on this notion is the Tjebmit hypothesis.
Sec generally Tichout, A Pure Theory of Load Expenditures, 54 J, Per..
Econ. 41G (1955). Theoretically, if lax advantages arc capitalized fully
into property values, taxpayers who are residents of different municipali-
ties having different fiscal capacities will pay equivalent sums for public
services. The resident of the municipality with the higher fiscal capacity
will find that his lower taxes force him to pay more for bis housing,
while the resident ot the poorer municipality will find his taxes higher
hut his housing cheaper. Thus, the lotal payments of each for public
services may be the same, merely being apportioned differently between
tax and rent payments.

93. Oates, supra note 92, at 959-59, 959 n,3. For example, an indi-
vidual who buys property in a municipality with a hit'll fiscal capacity
pays an inflated price because the municipality's tax advantages are cap-
italized in the market value of that property. After implementation of
the Act, such a municipality's tax advanta?es will diminish. The indi-
vidual will find not only that his tax dollar buys less public services,
but also that his property is worth less than it formerly was. Con-
versely, a property owner in a municipality with a low fiscal capacity
will find that his tax dollar will he worth more as reflected in the
amount of public services it will purchase, and also that this advantage
will be capitalized in the value of his property.—a windfall increase to
him. Exactly who will be benefited and who will tie hurt, of course,
depends upon one's view of the incidence of the properly tax, a matter
over which there is some controversy. See Financing Schools, supra
nottj 22, at 131-33, app. C.
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local governments to provide these services. The Fiscal Disp.ir.-
ties Act expressly relies on existing local governmental structure
and local decisionmaking; in effect, local governments retain dis-
cretion in both the raising and the spending of revenues received
from the area-wide lax base. Because of this discretion, ar.y in-
creased ability to raise reveni es for public services which r .esuits
from the operation of the \c; will not necessarily be converted
into such services. Whether a governmental unit which loses
under the Act will raise its I; rate to restore the previous level
of expenditures for public ser /ices or simply reduce the quantum
of those services is not control led by tho Act.0L And a unit which
gains under the Act could clioosc to lower its tax rate or spend
the funds on other projects, r.ither than increase its level of pub-
lic services.

Thus, if the Act is successful in reducing fiscal disparities,
its effect will be to remove ‘he size of the local tax base as a
determining factor in local governmental spending decisions, al-
lowing other considerations lo he given more weight. The Act
thereby enables a governmental unit lo fund public services in
an amount based to a greater degree on the unit’s preference
for Ihosc services. In this way, the Act tends to equalize the
resources of communities, while allowing them the freedom to
use their equalized resources as they see fit.

T. might be argued, however, that in on urban area composed
of a myriad of local governrn mini units Jacking the size, popula-
tion, and fiscal resources to provide public services rationally’,
the ideal of local .self-determination is superseded—or at least
outweighed—by notions of equality, in tin; sense of equal tax
burdens for a uniform level of services.00 On the basis of effi-
ciency—and perhaps fairness, if benefit and cost spillovers are
not otherwise recompensed—the present system of local self-de-
termination should give way lo an alternative local governmental
structure that can provide a standard level of services through-
out the metropolitan area al a uniform cost to all residents.01

91, Cf. R. RUISCIMI/Kd K R, IfAHTMAN, RL.VOCMING SdiOOI. 1TnA.SCB
u3-90 (1973); /. Statistical. Analysis, supra note 11, at 1335 n.115.

95. (. Sati Antonio fmlep. .School Dial. v. Rodrigue/, 111 US. 1
£1973); Arecti It Rosa, Tin: Rodriguez Casa: Judicial Oversight of School

inance, 1973 Bur. Cv. Rkv. 33, 45; Bateman & Brown, Some Reflections
on Serrano v. Priest, 49 J. Uisiam Law 701, 703-0!) (1972).

90. For a list of criteria relevant to evaluating local giovernmental
structure and also an cniirnoialien of eleven approaches to local govern-
ment reorgnniznlion, see Metropolitan. Government, supra note 19, at 134 -
42. For a comprehensive analysis of public .services and their efficien-
cies, see U.S. Aavisor.Y Coatm’n on Ilrnxroov:hnmkntai. Kixations, Ft;:~
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Such an alternative structure could take the form of a special
taxing district providing a single service;07 a metropolitan gov-
ernment furnishing all public services;00 or a federated metro-
politan government, with the metropolitan government and its
subdivisions each supplying certain public services.(d

Opposing this argument is the contention that if local self-
determination were to be substantially curtailed, not only would
the traditional values of local political autonomy be sacrificed10
but a source of public funds might also be lost.10L Moreover,
local autonomy may not be as inefficient as it has been argued
to be. By retaining the existing local governmental structure,
tho Act preserves, and may in fact increase,1® the freedom which
both the residents of and newcomers to the seven-county area

I'DRMAKCi: ox T/wian' Functions: Locai. Ann Ahkawtds (1903) [herein-
fttlcr cited ua Uiihan Functions].

97. The formation of special districts is, however, subject to objec-
tion, because such districts diffuse local government accountability and
also lack a balanced perspective. Sen Netzer, supra note 13, at 492-64;
Metropolitan Government, supra note 19, at 135.

93. An nrca-wkle government may not provide all public services
in the most efficient manner, however, as different services haves differ-
ent economies of scale. In particular, a metropolitan government may
not be as efficient as a local governmental unit in providing services that
are local in nature, such as fire protection. Sec Uiiiian Functions, supra
note 9fi, at 9.

The consolidation of the city of Nashville and Davidson County in
Tennessee illustrates this type of alternative. The city-county, however,
was divided into two ucrvicc districts: a general service district, which
served the entire county, and an urban service district, which served
the area that formerly was Nashville. See Lincberry, Reforming Metro-
politan Governance:”  Requiem or Reality, 58 Geo L.J. 075 098-700
(1570).

99. Toronto has adopted this alternative, whereby tho metropolitan
government provides social services, water supply, sewage disposal, mass
transit, regional parks, and complete financing of the educational system
for the entire area. Toronto’s six political subdivisions, however, con-
tinue to provide fire protection, garbage and local water and sewage
service, and administration of the local schools. See If.S. Ativisohy
Comm’n on Inrattiovshnmkt;tat. Relations, In Skahcii oi- 15ar.ano:—
Canada’s Intehogverntientai. Exi'eiiibnce 84-88, npp. F (1971) [herein-
after cited as In Skahcii ok B alance].

Other examples of a two-tiered system for providing services include
Winnipeg, Canada, and Miatni-Dade County, Florida. Sec generally In
Skaiick ok Balance, supra at 80-99; Lineberry, supra note 93, at. 703-03.

100. These values have been said to be increased opportunity for po-
litical participation and greater knowledge of the local area. See State
Ain, supra note 19, at 8. . .

101. Carrington, Financing the American Dream: Equality and
School Taxes, 73 Colum. L. llr.v. 1227, 1250 (1973).

102. The Art could improve mobility v.ilhin the scven-county area
by encouraging each municipality to accommodate increased population.
See notes 109-12 infra and accompanying text.

>-r VEVR»E » V. *

V-'s.0o.Vi5-".

V. ?”
Ry

" |
., m&f
VAV

i Zc&jkI

. was&SlI

o

g

Tipish

.-m
*fpx o %

Py

*:
' Xr~
Em i

|

e o3Fps



934 MINNESOTA LAW REVIEW [Vol. 53:927

have had in selecting the municipality that they prefer in rela-
tion to its costs and services. In this way—ignoring economies
of scale—the Act could prove more efficient than a political
structure composed of only one or a few local governmental
units.103

Ultimately, of course, the desired balance will probably lie
between the extremes of complete local self-determination and
the realization of the most equitable and efficient tax base for
the provision of an equal level of services over the entire metro-
politan area. The Fiscal Disparities Act resolves this conflict to
a degree by forgoing absolute equality in favor of equal oppor-
tunity: since only resources are equalized, governmental units
retain the discretion to determine the level of public services that
they will provide. The Act’s impact on the final balance will
likely be slight and equivocal, however, since it preserves the
present local governmental structure10l while perhaps improving
the efficiency of local tax bases.

Finally, it should be observed that the discretion left to gov-
ernmental units by the Act cannot lead to a depredation of the
area-wide tax base. The levy that officials of a local governmen-
tal unit choose is apportioned between the local and the area-
wide tax base, witli the funds derived from the latter available
only in proportion to the unit’s taxation of its own local assessed
valuation. The procedure thus prevents communities from
ravaging the area-wide tax base without enduring a correspond-
ing burden.

U. Ahea Development

The Fiscal Disparities Act is almost certain to have profound
effects upon the development of the seven-county metropolitan
area, at both the local and regional levels. Just what those ef-
fects will be has not yet become clear; certain speculations, how-
ever, are possible.

103. Sea Netzer, supra note 13, nt 460-61. This efficiency is exempli-
fied by the operation of the Tichout model. Uy presenting a potential
resident with a number of communities, each offering a varying mix of
services and tax rates, his true preferences will govern his choice of loca-
tion within tho metropolitan area, resulting in a nviro efficient allocation
of services. Sac Tichout, supra note 92, at. -117, 122.

100°L. Tho Twin Cities area is developing the outline of a two-tier sys-
tem of government, with broad policy decisions being made on a regional
level by the Metropolitan Council, and implementation of these policies
being accomplished by lo d governmental units. Sea Kolderie, Recon-
cllhiu Metropolis and” Neighborhood: The Twin Cities, 02 Nnati. civjc
lIxv. Ut (1973).
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At the local level, the Act. is likely to affect the location of
future commercial-industrial development. Inasmuch as any
growth in tho assessed valuation of commercial-industrial prop-
erty is to be shared in part by the entire area, municipalities
will have less incentive to attract commercial-industrial develop-
ment, and therefore less desire lo offer preferential assessments
or to extend public services to areas not otherwise requiring
them. Residential suburbs, in particular, should have little in-
centive to encourage commercial-industrial development, because
under the Act they can share in the assessed valuation of such
property while enduring none of the accompanying congestion
or pollution.10 Developing communities should also have less
desire for additional commercial-industrial development, since 40
percent of its assessed valuation would be subject to the levies
of other communities. Insofar as the tax revenues to be gen-
erated by the remaining Gpercent of the new property’s assessed
valuation—together with the amount received from the area-
wide tax base—exceed the costs of services for the development
and also offset the nuisance of the development to ear, eye, and
lung, commercial and industrial concerns should not be unwel-
come. A fine line exists, therefore, between desirable a: 1un-
desirable developments, especially in view of the uncertainties
inherent in the relationship between tax liabilities and service
costs.10 A municipality’s decision may be influenced, however,
by tho employment opportunities that a new development might
offer.

In the event that no municipality desires commercial-indus-
trial growth, or if developers become loo dissatisfied with the
Act’s effect, commercial-industrial development may well locate
outside the borders of the seven-county area.1’7 The Act could
thus become a cause of urban sprawl.1® For this to occur, how-
ever, the tax advantages of doing business outside the metropoli-
tan area would have to significantly outweigh the added costs—
especially transportation costs. Consequently, the possibility of

1105.  Sea Goldstein, Inti/district Inequalities in School Financing: A
Critical Analysis of Serrano v. Priest and its Progeny, 120 U. Pa. L. Ur.V.
504, 523 (1972).

[Oii. See note 59 supra.

107. Nevertheless, since the area-wide tax rate is in some measure
merely the average of all the tax rates levied in tho seven-county area,
its effect is unlikely to be decisive for developers.

103. See Village of Burnsville v. Onischuk, 222 N.W.2d 523, 539
(Minn. 1974) (Kelly, J., dissenting), appeal dismissed, 420 U.S. 910
(1970).
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the Act’s becoming a cause of cxtraregional development seems
remote.

Residential development, too, may be affected by the Fiscal
Disparities Act. Since the distribution of the funds collected
from the area-wide tax base is proportional to a municipality’s
population, the Act provides some incentive for a municipality
to encourage population growth. Because the distribution
formula does not take into account the composition of a munic-
ipality’s population, however, municipalities will probably still be
unwilling to encourage liigh-service-cost persons, such as rhe poor
and tho elderly, to locate within their borders.1B

In can be argued that by equalizing fiscal capacities, the Act
has diminished suburban motives for maintaining exclusionary
zoning practices.10 Under this theory, low- and middle-incorne
housing would no longer be a burden on the municipality if the
additional service costs associated with such development could
be satisfied out of funds received from a levy on the area-wide
tax base. Realistically, however, the Act does little to aid de-
velopment of low- and middlc-income housing.111 Many mu-
nicipalities will still prefer wealthier people as residents, because
they not only significantly raise the residential valuation that a
municipality can retain for itself, but also do not require the
"enabling” public services that the poor and elderly need. Fur-
thermore, cost differentials in the provision of public services
may favor the wealthier communities112 so that even if expendi-
tures were equalized on a per capita basis, a wealthy community
could still enjoy a greater quantum of public services.

109. Sac Ragman, Property Tax Reform: Speculations on the Impact
059t7hZe Serrano Equalization Principle, 1 llkao Kstatk L.J. 115, 1113-24

110. Sec id. at 122; Municipal Servicer., supra note 19, at 120.

111. Other mean:!, however, are available to encourage low- and
midclle-ineome housing development. For example, the Metropolitan
Council discourages applications for federal aid for any purpose if the
community applicant has not made reasonable efforts to find sites for
federal housing programs. See Kolderio, supra note 101, nt ICC; Minnea-
polis Tribune, Dee. 9, 1974, § 15, al 9, cols. 1-7.

112. The central cities are burdened with greater municipal service
costs than are the suburbs. This condition is usually termed “municipal
overburden.” For example, Minneapolis and St. Raul spend two and onc-
balf times a3 much per capita for police protection as do suburban
municipalities. This expenditure per capita corresponds closely to the
crime rate. Similar situations exist with respect to fire protection, public
health, housing, park programs, and street maintenance. See E. nhanut,
Tub Plight or am: Cmus 1-15 (Supp. 1973). Thus, merely equalizing
expenditures per capita will not account for the different level of public
services each community requires.



he Act
lonary
ncome
if the
could
i-v/ide
iid dc-
y mir
-Ccause
that a
re the

Fur-
mVices
pendi-
nuuity

| Impact
123-24

and
epolitan
if thjj
itcs for
:i;mea

.eivice
mieipal

Jone-
Inrban

fo b(h_e
B
r-hl.ing
public

1975] FISCAL DISPARITIES ACT 957

Local planners may also ,be affected by the Act, to the extent
that it removes tax base considerations as a factor in urban
planning. Rather than concentrating on whether a particular
land use will generate maximum lax revenues while keeping ser-
vice costs to a minimum, a municipality can base its planning
decisions on nontax factors.113 On the other hand, the tax
revenuc-service cost calculus may simply become more compli-
cated under the Act. Local planners may attempt to weigh the
loss of two-fifths of the incremental growth in a municipality’s
commercial-industrial assessed valuation against the implications
of such development under the statutory distribution formula.
In other words, the existence of the Act might simply result in
the incorporation, of its effects into the tax revenuc-service cost
balance. Nevertheless, to the extent that the Act shifts a munic-
ipality’s focus irom commercial-industrial development lo a
broader range of development by making the latter more eco-
nomically feasible, it should remove tax base considerations as
the primary determinant of that municipality’s planning deci-
sions.

On the regional level, the Fiscal Disparities Act should aid
implementation of the Metropolitan Council’s Development
Guidelll and promote local government cooperation115 by re-
ducing intergovernmental competition for commercial and in-
dustrial development. Viewed as part of an overall legislative
scheme, therefore, the Act furthers the orderly growth of the
scven-county area and may make possible the realization of other
regional objectives. If successful, however, the Act may result
in the elimination of one reason for local government reorganiza-
tion,1"1since the problem of fiscal disparities will have been re-

113. Freillch & Ragsdale, Timinngid.SequentiaI Controls—The Es-
sential liusis jor Effective Regional Planning: An Analysis of the New
Directions for Land Use Control in the Minncapolis-St. Paul Metropolitan
Region, 50 MrNN. L. Rev. 100!), 1032 (1974).

114. See note 33 supra.

115. Sec llagmnn, supra note 109, at 129-30. The initial response to
the Act, however, hits been resistance by most municipalities that must
share their tax base with others. Rurnsville’a lawsuit challenging the
validity of the Act exemplifies this hostility toward the implementation
of the Act. In addition, the Minnesota Supreme Court's decision uphold-
ing the Act’s validity resulted in the introduction in the legislature of
a bill that would repeal the Act. Minneapolis Tribune, Jan. 25, 1975,
§ I, at 10, col. 1. This reaction was foreseen by tho house subcommittee
which considered the fiscal disparities bill. See House RKCOirr, supra
note 8, at 23-29 That subcommittee suggested that the Act bo combined
with the Metropolitan Council’s proposed percentage equalization pro-
gram, under which all communities would he net beneficiaries.

11G. See U.S. Advisohy Comm’k oh IcrrmoovraxMkntar. Relations,
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moved or reduced. By so preserving the existing local gov-
ernmental structure, the Act may thus incongruously prove lo
be an obstacle to regional government.

The Act may also further, on a more subjective level, the
notion of regionalism in the seven-county area. An enunciated
objective of the Act is "to establish incentives for all parts of
the area to work for the growth of the area as a whole.”117 One
such incentive is provided by the fact that when commercial-
industrial development occurs anywhere in tho seven-courdy
area, many municipalities will share in its contribution to the
area-wide tax base. The Act may thus broaden the focus of local
officials from their own municipalities lo the entire seven-county
area.

IV. CONCLUSION

In terms of concrete accomplishment, the Fiscal Disparities
Act is perhaps only a modest step toward improved local govern-
mental finance. It continues the use of the much maligned prop-
erty lax, which has been decried for ils rcgressivity, inequitable
administration, adverse land use consequences, and even un-
popularity.lH In recent years, however, the property tax lias
been looked upon with more favor,110 and there now seems little
doubt that it will continue as the mainstay of local finance.10
For this reason, the Act’s most significant achievement may be
its redistribution over the scven-county area of possible tax wind-
falls, gained by a particular municipality from the location of
commercial-industrial property within its borders.

Oilier deficiencies, however, detract from this achievement.
Since (lie distribution formula is founded primarily on popula-
tion, the shares that governmental units receive from the area-
wide tax base are not necessarily related lo the unit’s needs.

M ktiioi'oljtan Soctal akd Economic Drst'AitrviKs: Implications von In-
TKIU;,OVKRNMKNTAI.  RELATIONS IN CCNTUAL C'tnKS AND SIHIUIIDS 121-25
(1905).

117. Minn.Stat. § 473F.01(3) (1971).

113. Sen generally Citizens Lkac.uk, sttpru note 11 at 18-19; Fi-
nancin?. Schools, inpnt note 22, nt 11-42, i>9-74, m; vilickslcin ft Want,
Inequality in School Financing: The Pole of Law, 25 Stan. L. Rev. 335,
397-98 (1973).

119. See Financing Schools, supra note 22. at 12; Arcen ft Ross,
supra note 95, at -19-50; Carrington, supra nolo 101, at i:Mt-i!>.

120. See House Rkpoiit, supra nolo 8, at 11; Moon ft Moon, The Prop-
erty Tax, Governmental Services, and Equal Protection: A Rational
Analysis, 13 Vim.. L, Rev. 527, 591-92 (1973) (property taxes should con-
tinue to support public services not producing significant spillovers).
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FISCAL DISPARITIES ACT

Moreover, because the shared area-wide tax base is limited in
nature and extent,12 the Act can only partially reduce fiscal dis-
parities. The Act could he revised either to broaden the charac-
ter of property whose assessed valuation is shared,t2 or lo
supplement its operation with additional funds derived from
a nonproperty tax source at the state or regional level.12
Increased stale aid lo municipalities and school districts, for ex-
ample. would lessen the reliance of governmental units on the
property tax12l and thus mitigate the deficiencies of the Act.'S
Without modification, however, the Act remains open to attack
as being relatively ineffective in relieving inequities in the tax
burden with respect to tho provision of public services.

On other levels, the Fiscal Disparities Act may have a greater
effect. One very important impact may well he that, in conjunc-
tion with the activities of the Metropolitan Council, the Act
will serve to further the orderly development of the seven-county
area. In this regard the Act’s narrow focus on comtnereial-

121. The Act provides that the assessed valuation ot only commer-
cial-industrial property will ho shared. Moreover, only 40 perront of the
increase in this valuation .since 1071 forma the area-wide tax base.

122. liven if the assessed valuation of other property—such as resi-
dential—were included in the redistribution scheme of the Act, merely
requiring the area’s tax base to he shared on a larger scale might not
provide sufficient funds for all communities. If a high minimum level
of public services were desired, additional funding would be necessary.

123. Sec citizens l.uaouk, supra note U, at 18-23. Of the five fiscal
disparities proposals that were before the house subcommittee, all but
the bill eventually enacted provided for additional revenues. Sec House
[tri'OUT, supra note il, at 15-29. Tho home subcommittee felt that, with
or without provision for additional revenues, a statute was needed which
would aiiovv local governmental units to share the properly tax base. Id.
at 1S

121. Municipalities in Minnesota are relying loss on property taxes
and more on state and federal aid. See Minneapolis Tribune, .Tan. 31,
1975, § IT, al 2, cols. 3-4 (37 percent of municipalities' revenue generated
by property taxes in 1971; 29 percent in 1973). Nonetheless, property
taxes continue to increase in most municipalities. Id.

125. The present state aid program, however, does little to equalize
taxpayers’ burdens. The Ie7is|ature has concentrated on aiding educa-
tion while doing little to alleviate municipal overburden. E. liRANivr,
supra nolo 112, at 29-37. For example, in 1972 slate-provided funds rep-
resented 70 percent of revenue for elementary and secondary schooling,
but only 25 percent of municipal government revenue. Id. nt 29. This
pattern of state aid only increases the discrepancies between the fiscal
position of the suburbs, whose primary financial burden is education,
and that of the central cities, which are plagued by greater munic-
ipal costs. Sec ik .e 112 supra. Minneapolis has been hurt by such a
state aid program. Sec Minneapolis Tribune, Feb. 12, 1975, § A, at 4,
cols. 1-2. But see Minneapolis Tribune, Feb. 21, 1975, { A, at 12, cols.
1-2 (suburbs' rebuttal).
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industrial property may be appropriate, since such property is
the prime object of municipal competition to improve the local*
tax base. Also, the Act may have major significance because
its notion of funding governmental units in part on an area-wide
basis recognizes the scven-county area as a single community.
To this extent the statute may help foster a growing regionalism
in the seven-county area. Conversely, it may serve to rescue
those governmental units faced with a fiscal crisis from the fate
of annexation, merger, or consolidation, and thus encourage the
forces of decentralization.

The impact of the Fiscal Disparities Act will increase in the
future.1-0 For the present, however, its significance seems to rest
In its function as an interim measure, a milestone in the regional
development of the seven-county area.

126. In 1073, the shared commercial-industrial assessed valuation
was to have been only about two percent ot the area's total tax base.
By 1935, this figure 13 expected to be 25 percent. Minneapolis Tribune,
July 18, 1971, § A, at 14, cols. 1-2.
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ILLUSTRATION OF THE WORKINGS OF THE
FISCAL DISPARITIES ACT

Consider a metropolitan area in which three municipalities,
A, B, and C, comprise a county, V/. For purposes of this illus-
tra'ion, these four entities will be assumed to constitute the only
existing governmental units. A is a central city beset with urban
problems, B is a highly developed inner ring suburb, and C is a
ijevglloping outer ring suburb.* The following data is postu-
ated:**

A B c W

Population 1971 59,009 20,000 5,000 75,000

) 1972 49,000 20,000 6,009 75,000
Valuation* **1971 $400 $140 $00 $G00
Assessed valuation 1D72 $105 $50 $20 $175
C-l assessed vain. 1971 $23.0 $1.9 $3.0
C-l assessed vain. 1972 $23.5 $5.0 $3.5
C-I growth $ 5 $ 1 $ .5
4075 C-I growth $ 2 $ 01 $ 2

The effect of the Fiscal Disparities Act on the metropolitan area
can be studied through the use of this data.

1. Calculation of fiscal capacity and area-wide tax base: '**

Fiscal capacity for 1971 (f.c...;valn./pop.) (8473F.G2(14))
for A - $400/50,000 r= 0,000
for B s= $140/20,000 7,000
for C = $00/5.000 12,000

Average fiscal ca acitg for 1071 (84Y3F.02(15))
($100 |- $1-10 h $00)/(50,000 20,000 -1- 5,000) = 8,000

Avca-widc tax base (8173F.07 (1))

$2 1 $04 + $2 $ A

bDetermination of a municipality’s distribution from the area-wide lax
ase:

~ * A, Il, and C have tho approximate fiscal capacities of Minneapolis,
Richfield, and Burnsville, respectively.

** All dollar amounts arc in millions. Valn.=valuation; pop.~
population; C-lcominercial-industrial; f.c,—fiscal capacity.

** Valuation is the market value of real property within a govern-
mental unit.

¢ Throughout this statutory process, the burden of calculating the
various figures is allocated between the administrative auditor and each
county auditor.
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Tho area-wide tax base distribution
index (pop.x (<«vg. f.c. 1971)/(f.e.1071)) X 2) (8473F.07(3))
for A =: 49,000 X (0,000/3,000) X2 =:93,000
for 3 = 20,000 X (8,000/7,000) X2 ~ 45714
for C = 6,000 X (8,000/12,000) X2 = 8,000
The sum of those indices := 93,000 I- 45,714 + 8,000 = 151,714
The area-wide tax base for 1072 (((index)/(indicesa)% X (area-
wide tax base)) attributable (S473K07(4), (5))
n to A = (98,000/151,714) X $.44 $.2842
: to B = (45,714/151,714) X $.44  $.1320
to C = (8,000/151,714) x $.44  $.0232
Therefore:
~Assessed Valuation
Contribution  Distribution Net
A $.2000 $.2842 $.0842
. . B $.0400 $.1320 $.092G
]I fCI \ ¢ $.2000 $.0232 -$.1708
el C is a not loser to the area-wide tax base while A and B gain on
M balance.
- 3. Calculation of taxable value for each governmental unit:
((assessed vain.) — (contribution to area-wide tax base) -
1 (distribution therefrom))
M\ o000 Rhdo 86w (§473F.08(2))
B 00 SN 0/ [0 =200 S473F.08(2)(n
- .2842 o 1326 -I- .0232 8473F.03(2)(b
"$105.0342' $50/1920* $ 19*3232*
for W
- $175.0000 S473i-'.08(2))
VARV — (a0 2 - 44 §§473K0832 a
o "-meifiie | -(-&(.2812 In .1326)-h .023%) A1) §473R03 2))&3}{
® e —iv,N | $175.0000
" emm e e 4. Determination of levy:

j After the taxable value for their governmental unit has been cal-
culated, officials can decide upon_the amount they wish to Ievi/.
"U%mé& | .Suppose A decides on a levy of $12.6, B $2.25, C $.7, and \V $17.5.
4 Those are total levies, which must be apportioned among th.e local

and area-wide tax bases.
The taxable resources available lo each unit (local tax base T area-
wide share)

A - $101.8000 -1 $.2842  $105.0842

B $49.9600 -|- $.1326 $50.0926

C $19.8000 -(- $.0232 -  $19.0232

W $174.5600 -- $.4100 = $175.0000

Unit’s area-wide levy (((area-wide .share)/(tnlxabl)c)v( (
evy
Unit’s local levy ((total levy) — (area-wide levy)) (8473F.03(3)(b
for A area-wide levy -. (.2842/105.0842) X 12.6 $.03403
local levy -12.G - .03408 = $12.56552

for B area-wide levy = (.1326/50.0926% x 2.25 - $.00596
local levy =2.25 -- .00596 ~ $2.24404

alue)) x gtotal
5473F.0K(3)(a))
§ )
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iov C area-wide lev —6.0232/19.8232{ y .7~ $.00982
local levy := .7 - .00032 = $.69918

for V/ area-wide levy = (.4400/175.0000) > 175  $.04400
local levy = 175 - .04-100 $17.45600

5. Calculation of tax rates:

The local tax rate ((unit’s local levy)/(unit:i local tax base

_ o (S47)3)I,’.00(4))
with respect to municipalities

for A= (12.6G592)/(101.8000) - .11090= 119.90 mills

for E= (2.24404)/(40.9G00) 04192 = 44.92 mills

for Cs= (.G9918)/(19.8000) 03531 = 3531 mills
with respect to the county

W = (17.45G00)/(174.5G00) »= .10000 r- 100.00 mills

Tlic local tax rate ja the tax levied on all taxable property except
commercial-industrial property. Thus, for noncommercial-industrial
property, the tax rate is

in A 119.00-b 100.00 = 219.00 mills
in 13 . 44.92-1 100.00 = 144.92mills
in C  3531-b 100.00,= 135.31mills

The area-wide tax rate (8473F.03(5))
}:B§4§5ea-wide levy = $.03403 - $.00593 -- $.00032 $.04400 =

The area-wide tax rate (ifrea-wide levy)/(area-wide tax base))

08-185)/&44) )

023G = 192.80 mills

The tax rate on commercial-induslry property (((40% C-l growth)/

(C-I assessed vain. 1972)) x area-wide tax rate) -l- (((C-l assessed

vain. 1972—40% C-1 growtli)/(C-1 assessed vain. 1072)) x_local tax

rate) (8473F.0:i(G))
in A..((.2/83.5) X 102.83) -| ((23.3/23.5) X 210.90)-219.G7 mills
in B=((.04/5) X 192.83) -b ((4 05/5)  x 144.92)--1 1530 mills
in C—((.2/3.5) X 192.80) - ((S.3/3.5) X 135.31)= 133.00 mills

Prior to the passage of the Fiscal Disparities Act, tax rates would
have been (unit:: tax rate  unit’s levy/unit's assessed vain.)
) municipal countv ]
in A -.(12.0/105)b (17.5/175) = .12000 -- .10000= 22' 10mills
in 13 = (2.25/50) -| (17.5/175)= .04500 <« .10000= 1 Omills
in C «=(.7/20)  -I- (17.5/175)= .03500 -- -10000 Ki. .,0 mill;
on botli commercial-industrial ami other property.
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Introduced: 1/21/77
Referred: Community & Regional
Affairs and Judiciary

IN THE HOUSE BY MALONE
HOUSE BILL NO. 87
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL "t " r'oJy,
For an Act entitled: "An Act relating to appropriations and grants from
boroughs to service areas and cities; and providing
for an effective date."”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

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

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

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

Sec. 29.73.070. REVENUE SHARING GRANTS BY BOROUGHS. A home rule
or general law borough of any class may make grants from areawide taxes
or other areawide revenues to cities within the borough or service areas
of the borough for a function the city or service area 1is authorized to
perform. Grants so made Bhall be authorized by borough ordinance.

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

Sec. 29.48.210. EXPENDITURE OF BOROUGH REVENUES. Borough revenues

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

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

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

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

and personal property as provided in this chapter.

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

HB 87



In short, this i1s a nice, neat way to impose a large borough
tax on the remaining commercial and oil industry property with all
functions of govermment (i.e., city, special district and borough)
being paid for by the borough taxes. Such a plan also effectively
gets around an annexation problem tolreach the large industry pro-
perties in the borough.

One of the problems with this whole scheme, from a political
standpoint, iIs that 1If the borough tax Is raised significantly (for
example, suppose i1t went from 5-mills to 12-mills), the amount of tax
paid to Kenai borough becomes a credit against the 20-mill "‘hardware™
tax imposed at the state level on oil and gas producing equipment and
pipelines. Thus, as the Kenai borough takes more iIn taxes with
respect to property taxable under the 20-mill hardware tax, the less
revenue the state receives.

Politically, i1t is difficult to see hov anyone outside the
Kenai Borough would agree to such a scheme, because the people
outside Kenai have everything to lose and nothing to gain by per-
mitting the state, iIn effect, to subsidize homeowners at -he expense
of state revenue. This iIs probably one of the strongest arguments
why such a scheme as this would not be acceptable.

The foregoing discussion perhaps cynically assumes that
voters iIn Kenai would agree to take property taxes off their hares.
This may or may not be what the author has In mind but 1t certainly
would be a rather ponerful force to reckon with If these changes ever
became a law.






February 17, 1977

The Honorable Hugh Malone, Speaker
House of Representatives

Pouch V

Juneau, Alaska 99811

Dear Hugh:

Attached to this letter is a proposed sponsor or committee substitute toHB 110

of draft legislation which would correct or othei*wisc clarify certain portions of
Title 29 from a basically technical viewpoint. In preparing this draft legislation
itwas our intent not to, in any way, deal with issues involving policy or subjects
that might be controversial in nature. |Ibelieve that as you read ihe draft legis—
lation, most proposed changes will be self-explanatory; therefore, Iwill not attempt
t go into detailed explanation as to the background for each of the changes.

By way of general background, Commissioner McAnerney had earlier requested
that the Division assume responsibility for reviewing all of Title 29 and to make
an attempt to correct those obvious errors or omissions which were apparent in
the 1972 legislation or which have been caused by subsequent amendments to the
original 1972 version of Title 29. In July, the Department sent a letter to all
municipalities requesting their input or suggested amendments to Title 29. Addi—
tionally, four attorneys were invited to a meeting which included Billy Barrier
and Greg Machyowski (of Legislative Affuirs Agency), Jim Nordalc (attorney
for the Fairbanks North Star Borough), and Karl Walter (formerly city attorney
for the City of Anchorage and now a private practitioner). The language of the
attached draft legislation (with the exception of sections 1, 7, & 15) is the result
of that all-day meeting between the Division of Local Government Assistance and
the four attorneys who primarily drafted the 1972 version of Title 29.

Section |1 of the proposed draft may not be technically considered Hclean-up"”
legislation but provides what we in this Division feel would permit a "streamlined”
mechanism to allow earlier home-rule charter adoption of a municipality upon
incorporation.

Cn November 15, 1970, the Division received a letter from Wes Hcrwe, borough
manager of the Matanuska-Susitna Borough, calling to our attention some technical



The Honorable Hugh Malone, Speaker -2- February 17, 1977
House of Representatives

Pouch V

Juneau, Alaska 09811

deficiencies inAS 29.23.310. miherefore, section 7 of the attached draft is the
language proposed by the borough attorney from the Matanuska-Susitna Borough
to correct that one problem area. Section 9 of the proposed draft achieves the
same purpose as your UB 110.

Section 15 of the proposed draft re-enacts identical language passed by the legis—
lature lastyear. However, the AG"s office has ruled that this enactment would

be held invalid since itwas contained in a bill which amended Title 43 (thus
violating the two subject rule). Ketchikan Gateway Borough administration reminded
us of the need to have this provision re-enacted into Title 29. The AG"s office

has advised that re-enactment of the language is appropriate.

Representative Lisa Rudd has indicated a willingness to consider our proposal

as a sponsor or committee substitute but requested that I meet with you for your
concurrence.

I hope that you will be able to propose this additional language as a sponsor
substitute or that, in the alternative, you will have no objection to allowing this
proposal to be considered as a committee substitute for 11B 110.

I look forward to discussing this with you at 3:30 tomorrow afternoon.

Sincerely,

Lee McAnerney
Commissioner

By: Palmer McCarter
Director

LMcA: PMcC: sg
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DEPT. OF COMMUNITY & REGIONAL AFFAIRS
DIVISION OF LOCAL GOVERNMENTASSISTANCE

March 29, 1977

The Honorable Lisa Rudd
House of Representatives
Pouch V

Juneau, Alaska 99811

Re: Analysis of Legislation to "Clean-UpL Title 29
Dear Representative Rudd:

An analysis of the attached draft legislation amending Title 29 is made to
explain the effects of the proposed amendments as well as identify the
"sponsors" of same. When reference is made to "municipal attorneys"

as sponsors, this refers to the group invited to attend a one day seminar

in Juneau to review Title 29. The four involved were all active in the originul
Alaska Municipal League draft of the 1972 version of Title 29 and include Billy
Barrier, Greg Machyowski, Jim Nordale and Karl Walter.

Section 1

Newly incorporated first class boroughs would be able to form home rule
municipalities in a more timely manner than existing statutes allow. Currently,
a region desiring to incorporate as a home rule borough must first incorporate
as a first class borough and then proceed to pose the question of establish—
ing a charter commission. This two-step process would be accelerated
since a charter commission could be created at the incorporation election;
individual commission members would be elected at a special election to
be held "not less than 30 nor more than 90 days after the date of the election
order™ . The Local Government Assistance Division (LGAD) has proposed this
section to encouruge the development of home rule, borough government.

Section 2

The new sentence clarifes the date that newly elected assemblymen
assume office. This new language is the same as that for city councilmembers
(AS 29.23.200(c))- This section was proposed by the municipal attorneys.



Sections 3, 4 and 5

Amend existing provisions of law by removing redundant language in
Sections 29.23.130(c), 29.23.200(c) and 29.23.250 (d) providing that the
regular date of election is "the first Tuesday of October...". This language
is considered redundant because AS 29.28.020 already specifies that "the
first Tuesday of October.. is the regular date for municipal elections.
These amendments were suggested by the municipal attorneys.

Section 6

The amendment allows cities to conduct emergency meetings. Boroughs
under AS 29.23.060, may conduct emergency meetings, and similar language
has been introduced to permit cities the same privilege. LGAD was the
sponsor of this amendment and the municipal attorneys have concurred.

Section 7

The election of school board members from zones within a school
district is currently permitted under AS 29.23.310. However, AS 29.23.100
which implements the creation of the zones wus repealed by section 16,
chapter 118, SLA 1972. Section 7 describes a process which creates these
zones. The sponsor of this section is the attorney for the Matanuska-
Susitna Borough.

Section 8

The amendment removes what is considered to be unnecessary reference
language, thereby clarifying the meaning of this particular section. The amend—
ment is proposed by the municipal attorneys.

Section 9

Cities within 25 miles of the boundary of the borough seat may not be
permitted to have their councils act as a board of adjustment or assume other
planning responsibilities for the area within the city limits. This prohibition
is eliminated. The municipal attorneys group sponsored this section as has
Representative Malone through his introduction of HB 110 which has passed the
House and is now in Senate C & RA .

Section 10

The amendment makes AS 29.33.110(a) consistent with the immediately
preceding amendment by deleting the reference to 29.33.070(b)(1). The
municipal attorneys sponsored this amendment.



Section 11

By removing the reference to "planning commission acting as the
platting board™ and substituting the term borough any ambiguities as to
who is the final decision making authority is removed. (Ithas been argued
that the planning commission is not subject to assembly review and approval
when acting as the platting board). The municipal attorneys sponsored this
amendment.

Section 12

Accomplishes the same purpose as the amendment in Section 11. Again,
the municipal at: “neys are the sponsor.

Section 13

This section essentially restates language contained in AS 29.48.200,
which provides for required codification of ordinances. The municipal
attorneys sponsored this amendment.

Section 14
Through the deletion of the six words "by the council™ and "by the city"
this section makes clear that which might otherwise appear tobe unclear. Both

cities and boroughs would now be covered by AS 29.48.180(C)(2) . The sponsor
is the municipal attorneys group.

Section 15

The proposed language reenacts the identical language passed by the
legislature last year (SLA 1976, Chapter 56). However, the AG"s office ruled
that this enactment would be held invalid since it was contained in a bill which
amended, Title 43 (thus violating the two subject rule). The AG"3 office has
advised that reenactment of the language is appropriate. The Ketchikan Gateway
Borough has requested this reenactment.

Sincerely,

LeeJVIcAnerney
ComjRias”ioner
Director

LMC: PMC/pc

Attachment






JAY S. HAMMOND, GOVERNOR

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF LANCS £ 4TH AVBNUE-ANCHORAGE 3501

February 14, 1977

Representative Lisa Rudd
Pouch V
Juneau, AK 99811

Dear Lisa:

I"ve just reviewed a copy of House Bill 116, which you sponsored entitled

"An Act Relating to the Classification of State Land and Providing for

an Effective Date”. | understand from Gary Thurlow that this was an

attempt to bring pressure on municipalities to accomplish recreational

trail designation within tneir boundaries. | believe that the authority

to classify State land already exists and that the purpose of the legislation
would not be met by this bill, since it pertains to classification of

State Lands only. I suggest that if this purpose really to accelerate
municipal action it might be better to look to AS41.20.355ewhich authorizes 0 / (Q 0/0
grants for the establishment of trails and footpaths. There is a requirement
there for a comprehensive plan for the establishment of the trails. It
might be appropriate to include some language that requires dedication

by the municipality prior to the grant being made.

As a matter of information, the statutory authority for classifying
lands is found in AS38.05.300 and regulations adopted thereunder.

Give me a call if you have any questions about this or any other matter
I may be able to assist you with.

Yours truly,

TED SMITH
Director

cc: Guy Martin
Russ Cahill



