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NORTH AND NORTHWEST
ALASKA "MAYORS " CONFERENCE
KOTZEBUE, ALASKA

NOVEMBER 5 AND 6, 1982

RESOLUTION NO. 82-11

A RESOLUTION IN SUPPORT OF COMBINING REVENUE
SHARING AND MUNICIPAL ASSISTANCE PROGRAMS AND
RAISING THE MINIMUM ENTITLEMENT TO 5100,000

PLUS THE COST OF LIVING DIFFERENTIAL

WHEREAS, the paperwork and number of agencies to.deal
with for State Aid to municipalities is unnecessarily
complicated, and

WHEREAS, the current minimum entitlement 1is too low to
assure adequate basic government

NOW THEREFORE BE IT RESOLVED BY THE NORTHWEST MAYORS™
CONFERENCE THAT: they go on record 1in support of combining
the Revenue Sharing and Municipal Assistance programs and
raising the minimum entitlement to $100,000 plus the cost of

living differential.

PASSED AND APPROVED BY THE 1st Session, 3rd Annual NORTHWEST

MAYORS®" CONFERENCE THIS 6th day of November, 1982.



843220.013 Ai.askQAStatutks Shitikmknt §&43.20.016

lax reluni fur household and dependent cure HorvicrH necessary for hi*
gainful employment.

tci The rommiHMiniier of revenue shall pay Llio nmoiinl. ofn tax credit
allowed by Iliis .section lo a resident, individual who makes a return n*
provided in AS 43.20.012. A credit under this section shall be paid in

the manner provided in AS 43.20.030(c) lor the payment of refunds nnd .

payment msv not he made without an appropriation for that purpose.
(8 2ch 1SSSLA 1980;am § 9ch 1SSSLA 1980; § 2ch 2 SSSLA 1980)

F.ffrrl of nmcndim-nls. — .Section O, vides Ihni this section is retroactive, to
cli 1.SSSLA 1980 suhsliltilrd “$100" for Jnminry 1, 1979.
*$90" in the inlriiductny language nrsuh- kditnrs notes. — For legislintive
reel inn tat findings and purpose of the enacting leg-
Kffective ittiles. — Seriion 12 of ch. | islalinn. see 5 1. ch. 1.SSSLA 1980, sod

iinvide:i 11tot this serlion is relrnnclive lo $ 1l.cl*. 2 ,SSSLA 1980.iu the tSROTempo -

iy 1. 19111). mid = Il of ill. 2, pin- nny mid Special Arln nnd Heniilvra

See. '13.20.013. Individual lux credit.
Repealed by § 10¢cli | SSSLA 1980 and § 9 ch 2 SSSLA 1980.

Kililor s Holes. — The reprnlrdaerlina. repealing ads, see 5 I, ch. I.tiSSLA 1980,
ileiiveil fi.>ni 5 1. rli L, sLA 1978 and 5 1. ch. 2.S8SSSLA 1980, in Hie 19HO

For lei“islnlive linilinpn mnl pnrpiise of Tempnrniy and Special Adn nml Itesolve*

See. 43.20.010. Sharing of enrporute income fax revenue with
munie'ipalil ies. la) There in established within Ihe Department of
Revenue the municipal assistance fund. The legislature may appropri-
ate to the fund during each fiscal year an amount equal to or grenlcr
[lian .'lll perronl of the income lax revenue received by the sinle under
AS 43.20.01 He) and AS 43.21 for the previous fiscal year. The Depart-
meal of Revenue shall distribute money from the fund to each orgn-
m/.ed honninh and each city ofliny class on an annual basis as provided
in ih) and to) of this section. A borough or city may not. receive payment
under (lit oi tc) of this section until il. submits to the Department of
Revenue a resolution approved by the governing body of the munic-
ipality that requests the funds. Distribution of money from the fund to
acilvororganized borough with ii fiscal year beginning on January |
shall he made on February | of Ihe slate fiscal year for which llie
appropriation In the fund is made. Distribution of money from the fund
lo all oilier cities and organized hnrnughs shall he made on June 1of
the stale fiscal year far which the appropriation lo [he fund is mjde
A borough or city that incorporates alter December 31 of a stale fif'd
year is not eligible for a distribution under this section until ll»r
following slate fiscal year.

(h) The base amount L he distributed from Ihe fund lo each borough
and city for Ilie fiscal year shall lie Ilie amount received by 1™ uorougn
nr city during fiscal year 1978 under AS 43,70.080; however, if lhe

appropriated lo the fund by Ihe legislature under (a) of lid*

§4320017 Rkvknui-tanii Taxa "imn §43,2(1017

section is insufficient, for distribution of the full base amount, Ihe
Department of Revenue shall prorate tin- amount available for distri-
bution on the basis of amounts received during fiscal year 1978 under
AS 43.70.080. A rily incorpornfi-il within on organized Imriiugh after
June 30, 1977 shall receive as a base amount a share of llu- amount
distributed In the borough in which if is located based on Ihe ratio of
population in the city lo the total population in Ihe borough. A city
incorporated outside :In organized horough afler hune 30, 1977 shall
receive as a base amount the amount received by the city in the stale
most closely approximating if in population at the time or its
incorporation. A borough incorporated afler June 30, 1977 shall receive
asa hase amount the amount received by the borough in Hie slate most
closely approximating it in population at flic time of ils incorporation.

(c) If Hie amount in the fund at the time of distribution exceeds the
hase amount fit lie distributed under (li) of Ibis section, lhe excess
iiinoimf mliiill lie dinirihiifi-d to enrli borough and rily nit lhe basis of
population. For the purpose of this suliseclinn, Ihe pupulnlinn nl n city
within nil organized borough shall he deducted from Ihe population of
the borough. Population, for the purpose of this section, shall he as
certified by the commissioner of community and regional affairs.

(d) The intent of (c) of this section is that local governments which
levy property taxes reduce those levies in reasonable proportion to the
amount of increased stale aid received by a local government The
governing body ofeach local governmen I shall furnish a notice with (he
lax sinlement. describing ils use of this increased slate aid. (§ 2cli 144
SLA i.178;am § | ch 31 SLA 1981; am § cli lit! SLA 1982)

eeeee th rii-iilmires of suliseeliii¥ Ini =la 70 oailldl) in Ilienuuue >l revenue In lie
Tin- 1982 mwmiiriiilniritl side tilulfd ".7N slimed in 1979 in limitc|niiee willi AS
peri rnl™ fnc “11l pern-01011" in lIn*seenml neii 1.1.70 1IN0 Tlie iu. ien.-.c in [Ilie iiupiilllle
tenre nf siilisi-rlion tnl iliriiliie lux uliieli gups inlnellei I in 1979 is

Fililor> ntilrs, — Section (1. ill. 111, Iliesource nf revenue In lienluileil ivilli Ilie
S LA 1978, provides: "TILEtANFIiITTIONAL jiuiniripnlilies uudei AS <.129 UIII in 1980
HULKS Foll HKVKNUK SILIAHINC nml suliMspienl years This Art dees mil
UNUKIEt THIS ACT. Tim levenur mined -milltllc any organized [Ihiiiiul;li nr any rilv
iiinli-r A S *13.70 1 AS 4:1.70.0211 nf nny eliiMn In revenue wunder Imlli AS
T1.7(L 1201which rrinlcn In Ilie 197110 nleii «4:170 080 nml AS L'120.011* 1Inr Ilie inline
dnr year (inrliidini; 1lie $29 liccimnc tee due period nf lime

Mnrcli I, 1978 nnd Ilie fees nn Ilie Inlnl

Sec. 43.20.017. Individual lax exemptions.
Repealed by § 10ch 1SSSLA 1980 and § 9cli 2 SSSLA 198(1

Kd Itor*s noles, — The repealed net-lini Tetnpnrni v nml Sperhil Aelit neil Iti*snlven
derived frniii fi 1, cli 22,SLA 1980 In Willinns v. Znhel, Sup ¢c1 ordei
t*nr lecininlivp findings mid pinpose nf (File Num. 5101191211, = 2d I.sept. 1.
repenlinc dels, see 5 l.rli 1,SSS1.A 1980, 19901, Ihe siipieuin niuil held 1Ihe lax

nnd 5 1. eh. 2.SSSLA 1980, in lhe 1980 exemption I1AS 1.1200171 enncled hy eh
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W\ 1 /) 1 Bill Sheffield, Governor
A Utnl J M

2)KPT. OF COMMUNITY & REGIONAL AFFAIRS
OFFICE OF THE COMMISSIONER /

March 1, 1983

The Honorable Don Gilman
State Senate

Pouch V

Juneau, Alaska 99811

Dear SjkkpfgT/*

Pursuant to your request for information regarding th* Municipal
Assistance and State Revenue Sharing programs.

The staff of this Department has prepared the attached municipal
breakdown based on information received from your staff.

I hope this information 1is satisfactory for your needs.

Mark Lewis
Commiss ioner

1-P1IH
mmmm



9>£PT. OF COMMUNITY & REGIONAL AFFAIRS

21-P1IH
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S E I F Bill Sheffield. Governor

OFFICE OF THE COMMISSIONER

ANALYSIS OF ONE REVENUE SHARING PROPOSAL

Senator Gilman has requested that this division analyze a proposed
change to the State Revenue Sharing formula. This proposed change
would combine Municipal Assistance and Revenue Sharing. This new

program would hold municipalities harmless at their 1982 combined

level or $100,000 plus cost of living allowance (COLA) and entitle
unincorporated communities to $50,000 plus COLA.

The attached cheets contain 3 columns.

Column #1 shows minimum entitlements of either the amount received
from Municipal Assistance and Chapter 88 (Tax Equalization Account)
of State Revenue Sharing or 100,000 plus COLA. It should be pointed
out that the figures contained here do not include Chapter 89
(Miscellanous Services) and Chapter 90 (Hospital Construction Aid) .
100% funding for these two chapters for FY 83 would be $20,953,000.
These chapters have not been included 1in the attachments.

Column #11 shows what a funding level of $145,000,000 would do to
individual entitlements if the excess above the minimums were
distributed based on the Chapter 88 formula.

Column #111 shows the distribution based on $145,000 with the excess
being distributed on a per capita basis.

The $145,000,000 figure is based on the request from legislative
staff and does not include any funding for Chapters 89 and 90.

TE/td-1029S
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DEPT. OF COMMUNITY & REGIONAL AFFAIRS POUC
E

21*P1LH

Bill Sheffield, Governor

OUCH
OFFICE OF THE COMMISSIONER WSHE 6t et

March 3, 1983

POSITION PAPER

IE SB 37

SPONSOR: Senator Sackett

Program Effects

Presently Natfve Village Governments receive $25,000 per commu—
nity and municipalities are entitled to a minimum entitlement

of $25,000 plus a cost-of-living adjustment. This bill would
increase the entitlement to both Native Village Governments and
municipalities up to $100,000 plus a cost-of-living adjust—
ment. The bill also provides that each municipality and Native
Village Government receive basic assistance which would hold
them harmless at the level of State Revenue Sharing and
Municipal Assistance they received for FY 82. The Municipal
Assistance Program found 1in AS 43.20.016 1is repealed.

Comments

The Department 1is very much 1in favor of ensuring the equal
treatment of all Alaska communities 1in the areas of providing
financial aid. We believe the basic purpose of SB37 is to
achieve that end, and we support that intent.

Specifically however, we do wish to point out two areas within
the language of the bill which are of some concern to us.

The suggested increase for Native Village Governments from the
$25,000 they now receive to $100,000 plus an area
cost-of-living differential would make their entitlement equal
to the minimum entitlement nearly all second class cities would
receive under this bill.

Second class cities are required under Title 29 to meet certain
legal resposibilities, 1.e. conducting annual elections,
holding regular council meetings, preparing budgets and
financial statements and passing and codifying ordinances under
public scrutiny. Since state law requires those municipalities
to expend local funds to pay for those activities, it would
seem fair that additional state financial aid should be
provided to offset those local costs.



Position Paper SB 37
Page 2

A second, and minor concern of the Department 1is the use of the
term "Native Village Government". Considering the Attorney
General®s opinion (File No. J-66-829-81) of 1981 and the
controversy which has centered around that term in recent
years, the Department suggests a term such as "Unincorporated
Community"™, or similar language be substituted.



STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill No: SB 37 Date on Bill: January 18, 1983
Title: "relating to State Aid to Municipalities and other recipients”
Sponsor: Senator Sackett and Ferguson s

Requestor: Senate Community & Regional Affairs Commit tee
1. Estimated fiscal impacts on: Department of Community & Regional Affairs

a. Expenditures:
(Thousands of Pol Tars)

FY 83 FY 34 FY 85 FY 86
Capital -0- -0- -0-
Operating -0- -0- -0-
Total -0- -0- -0- t

b. Revenues:
Revenue

2. Source of funds to offset fiscal impact of bill:

Sponsor DID NOT IDENTIFY source of funds for this bill.

3. Assumptions:

Present Revenue Sharing staff would be able to administer this program.

Full funding of this program would cost $154,228,500 for FY"84.

4. Disclaimer:

This statement has not been reviewed by the OMB in the Office of the Governor. It there-
fore does not represent the finalyestimate of fiscal impact. ,
Prepared By: Terry L. Earlenr22n f Phone: 465<4730
Division: Local ~overnmen”Assi”~tance/ Date: 3/3/81
Approved by Commissioner: |/ ﬂ ( Date:
Department: Community & Regional Affairs N "/

5. Distribution:
Original to Legislative Finance
Copy to OMB
Ccoy to Sponsor
Copy to Requestor 2/15/83



STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill Mo: <c¢ssb 4 37 (¢ & ra) Date on Bill: March a. iqaa
Title: _ An Ai-t- rplafino rn ai'rl fnr Tninrtnppl ¢ and other recipients
Sponsor: Senators Sac-kptrf. and Ferguson
Requestor:sPnafP C & RA Committee

1. Estimated fiscal impacts on:

a. Expenditures:
(Thousands of Dollars)

FY 83 FY 84 FY 85 FY 86
Capital
Operating 21.5
Total 27 1.
b. Revenues:
Revenue

2. Source of funds to offset fiscal impact of bill:
Sponsor did not indicate.

3. Assumptions:

4. Disclaimer:

This statement has not been reviewed by the OMB in the Office of the Governor. It ther
fore dees not represent the final estimate of fiscal impact.

Preparedf\By:___no"y r.riffin Phone: _

Division; ----—-- Lnml nnvnrnmp.n*, Date:J wMnrrh R, IORR
Approved by Commissioner Date:

Department: Community and Regional Affairs

5. Distribution:
Original to Legislative Finance
Copy to OMB /o
Copy to Sponsor
- Copy toRequestor 2/15/83



CSSB (C & RA)

Financial Analysis:

Travel $ 2,500
Contracted Services 25,000
TOTAL $ 27,500

$25,00 is requested for FY 8A to allow the Division of Local
Government Assistance to place the combined State Revenue
Sharing/Municipal Assistance on its computer system to allow rapid
access to and manipulation of the information used to compute

entitlements.

A small increase in travel is requested to allow State Revenue
Sharing staff to attend meetings of local officials, conduct public
hearings on regulations and other matters, and to provide better

information and outreach.



By Senator Gilman®s Office
Effects of CS for SB 37:
It repetls the Municipal Assistance Program.

14 establishes a minimum payment to municipalities of either
$100,000 plus COLA or an amount equivalent to that received
under AS 29.88 and AS 29.95.020 (State Revenue Sharing) and AS
43.20.016 (Municipal Assistance) during the fiscal year ending
June 30, 1982, whichever is larger. The qualifications for
minimum payments Tfor municipalities have, been modified.

It repeals 29.89.050 (State Aid to Native Village Governments)
and creates a new section 29.88.032 (State Aid to
Unincorporated Communities). It establishes an entitlement of
$50,000 plus COLA per unir.corporated community. The minimum
payment section has been altered to include the unincorporated
communities. If there is disagreement in the community over
what organization should be the recipient of these funds, new
language in this section would provide for an election.

In the event not enough money 1is appropriated to fully fund the
minimum entitlements plus COLA, all municipalities and
unincorporated communities would be prorated at the same level.

If funds above the level required to pay minimum entitlements
are appropriated, the extra funds would be distributed to
municipalities under AS 29.88 (Municipal Tax Resource
Equalization).

Several small adjustments are made in the revenue sharing
program at the suggestion of the Department of Community and
Regional Affairs:

1) 29.88.010(c)(1)(@ - A list of examples has been
deleted.

2) 29.88.010(c)(1)(M®) - An (and) 1is deleted.

3) 29.88.010(c)(@) - A new paragraph F 1is added to
allow municipalities to take credit in the
formula for electricand telephone co-op taxes.

4) 29.89.030(a)(1l) - The $1,000 per bed allotment
on state aid to municipalities and other
eligible recipients for health facilities and
hospitals 1is eliminated.

5) 29.89.030(a)(3) is amended to specify that money
received under this section may be used only for
health facilities and shall be apportioned among
qualifying fa "ities by the municipality.

6) 29.89.070(a) s COLA on payments to
volunteer fi. .partments.

If the miscellaneous services account or the hospital
construction assistance account are overfunded, the excess
funds are reallocated to the tax equalization account
established in AS 29.88.035.



NORTH AND NORTHWEST
ALASKA MAYORS®" CONFERENCE
KOTZEBUE, ALASKA

NOVEMBER 5 AND 6, 1982

RESOLUTION NO. 82-11

A RESOLUTION IN SUPPORT OF COMBINING REVENUE
SHARING AND MUNICIPAL ASSISTANCE PROGRAMS AND
RAISING THE MINIMUM ENTITLEMENT TO $100,000

PLUS THE COST OF LIVING DIFFERENTIAL

WHEREAS, the paperwork and number of agencies to.deal
with for State Aid to municipalities is unnecessarily
complicated, and

WHEREAS, the current minimum entitlement 1is too low to
assure adequate basic government

NOW THEREFORE BE IT RESOLVED BY THE NORTHWEST MAYORS*®
CONFERENCE THAT: they go on record in support of combining
the Revenue Sharing and Municipal Assistance programs and
raising the minimum entitlement to $100,000 plus the cost of

living differential.

PASSED AND APPROVED BY THE 1st Session, 3rd Annual NORTHWEST

MAYORS®" CONFERENCE THIS 6th day of November, 1982.
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005 WEST SECOND AVENUE
ANCHORAGE, ALASKA 99501
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(007) 7802115
JAMES E. HUTCHINS
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Norman Gorsuch, Esquire
Attorney General

FROM: James E. Hutchins
Smith & Gruening, Inc.
on behalf of
PORT GRAHAM VILLAGE COUNCIL
DATE : March~18, 1983

RE: AS 29 .89 .050

This firm has been retained by the Port Graham Village
Council to present the Department of Community and Regional Affairs
with a memorandum regarding the eligibility of unincorporated com—
munities within organized boroughs to receive revenue sharing funds
pursuant to AS 29.89.050. This memorandum was prepared at the re—
quest of former Commissioner Lee McAnerney (see attachment A) and

funded by Community Legal Assistance Grant No. 82-26-11.



FACTS

In 1980/ the Alaska legislature enacted ch. 155 SLA 1980 to
provide for the distribution of State revenue among the local com—
munities within the State. Among the different schemes contained
within this statute is the directive that $25,000.00 be paid to
Native village governments for villages which are not incorporated
as cities. 83 ch. 155 SLA 1980, codified as AS 29.89.050.

Port Graham 1is a village of approximately 165 Aleuts and
about a half dozen non-Natives living near the southwestern tip of
the Kenai Peninsula. Port Graham 1is not connected by road to any
other community, although a four-mile trail over the mountains 1links
it with its sister village English Bay. This village 1ir not 1incor—

porated as a city, but it has long been governed by its traditional

village council. Both the village and its council are recognized by
the: federal government as a tribal entity. See, 43 U.S.C. 81610(b)
(1). Port Graham 1is located within the boundaries of the Kenai

Peninsula Borough.

During the first year 1in which AS 29.89.050 was effective,
the Department of Community and Regional Affairs recognized Port
Graham as a recipient eligible under this section. The funds were
paid to the village council amd used by it for library services,
fire protection, health services, road maintenance, day care and
water system maintenance.

In the following year, the Department refused to distribute
revenue sharing funds to Port Graham. The Commissioner had been ad-—
vised by the Attorney General®s office that AS 29.89.050 should be
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read to preclude payment of such funds to vil? ages located within
the boundaries of organized boroughs. Port Graham contests the pro—
priety of this advice.

QUESTIONS PRESENTED

1. Does AS 29.89.050 direct that revenue sharing funds be
paid only to unincorporated communities located outside the boundar—
ies of organized boroughs?

2. Must AS 29.89.050 be construed to require that revenue
sharing funds be paid only to unincorporated communites located out—
side the boundaries of organized boroughs?

ANSWER

The language of AS 29.89.050 does not restrict the payment of
revenue sharing monies to unincorporated communities located outside
organized boroughs. The general legislative intent of ch. 155 SLA
1980 and the language of other sections of this Act make it clear
that the legislature intended revenue sharing monies to be paid to
all Native village governments for villages not incorporated as
cities. This intended payment to all such communities presents no
constitutional problems.

DISCUSSION

I . Legislative Intent. The following reproduction of the
language of AS 29.89.050 makes it clear that the legislature made no
explicit prohibition of revenue sharing payments to Native village
governments for unincorporated villages within the organized

boroughs:



The state shall pay $25,000 to a Native village gov—

ernment for a village which 1is not incorporated as a

city under AS 29.03.010-29.95.030. In this section,

"Native village government" means

(D) a local governing body organized by authority

of the Act of Congress of June 18, 1934 (25 U.S.C.

8476); or

(2) a traditional village council or, 1if there 1is

no traditional village council, the paramount chief

or other governing body of a Native village which

meets the requirements of the Alaska Native Claims

Settlement Act (43 U.S.C. 881601-1628).

AS 29.89.050.

None of the memoranda prepared by the Attorney General's of—
fice (April 27, 1981, File No. J-66-335-81; September 2, 1981, File
No. J-66-829-81; November 18, 1981, File No. J-66-261-82) show that
the legislature intended, either explicitly or implicitly, to re—
strict revenue sharing payments to unincorporated communities out—
side the borders of organized boroughs. Rather, the Attorney
General®"s office advised the Department to read this restriction in—
to the statute in order to avoid purported constitutional problems
and to promote certain policy considerations.

That the Attorney General®s revision of the statute is con—
trary to the legislature®s intention can be readily shown. First, a
major policy motivating the enactment of ch. 155 SLA 1980 was the
need to provide Tfor an even distribution of State revenues among all
the communities of the State without regard for their several abili—
ties to generate governmental income. See, 88l and 12(c) ch. 155
SLA 1980. While the primary emphasis was given to the needs of in—

corporated municipalities, the legislature was not unmindful of the
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fact that numerous communities within the State are only organized
under federal law. See, AS 29.89.050.

The legislature provided for the distribution of funds for
both general and specific governmental purposes. AS 29.88 and AS
29.89. The distributional scheme also provided for the payment of
funds directly and indirectly to nonprofit hospitals and volunteer
fire departments. AS 29.89.030; AS 29.89.040. Thus, it is clear
that State created governmental entities were not the only intended
recipients. See also, AS 29.89.010.

It is just as clear that villages within organized boroughs
were intended to be recipients of revenue sharing funds. First, it
should be noted that villages and towns incorporated as cities were
unquestionably intended to receive revenue sharing funds, whether or
not they are located within the boundaries of organized boroughs.

AS 29.88.035, 29.88.045, 29.89.010. This 1is because cities provide
services which boroughs do not.

The same can be said of villages organized under federal
law. The village council of Port Graham provides road, water and
sewer maintenance, Tfire protection, health services and a library
without the assistance of the Kenai Peninsula Borough. Inasmuch as
villages like Port Graham are integral parts of the State of Alaska,
it is to be presumed that, by failing to place an explicit restric—
tion on the distribution of funds to villages located outside orga-—
nized boroughs, the legislature did nor intend such a restriction to
exist. This conclusion is confirmed by the fact that the legisla—
ture did place such an explicit restriction on the distribution of
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State aid to volunteer fire departments. AS 29.89.040(a). In
short, 1if the legislature had intended to deny revenue sharing funds
to villages within the organized boroughs, it would have said so.

. Constitutional Questions. With the exception of the
discussion of Art. X, & of the Alaska Constitution; the panoply of
potential constitutional problems raised by the three memoranda from
the Attorney General®s office has nothing to do with the eligibility
of unincorporated communities within organized boroughs to receive
funds pursuant to AS 29.89.050. If the Department may properly make
these payments to communities located outside the organized borough,
the Department may disburse these funds to communities within the
boroughs.

A. Equal protection; public purpose. It may be worthwhile,
however, to offer a brief discussion of these supposed constitution—
al infirmities 1in order to demonstrate that none of them are real
problems. First, the Attorney General raises the spectre of dis—
criminatory use of the State funds by Native village governments.
However, he must and does admit that this is not a question of the
unconstitutionality of the statute on its face. Attorney General”®s
Memorandum, File No. J-66-335-81, at 3-4 (April 27, 1981). The
village council of Port Graham provides services to all residents of
the village without discrimination.

Second, it was suggested that the use of revenue sharing
funds by a Native government would not be for a public purpose, as
required by Art. 11X, 86 of the Alaska Constitution. This assertion
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is negated by the numerous cases which recognize a public purpose in
the use of State funds which benefit private, and even religious,
entities. Wright v. City of Palmer, 468 P.2d 326 , 331 (Alaska
1970); Walker v. Alaska State Mortgage Association, 416 P.2d 245,
251 (Alaska 1966); Suber v. Alaska State Bond Commission, 414 P.2d
546, 552 (Alaska 1966); Lien v. City of Ketchikan, 383 P.2d 721, 722
(Alaska 1963); DeArmond v. Alaska State Development Corporation, 376
P.2d 717, 721-722 (Alaska 1962). The uses to which revenue sharing
funds are applied by the Port Graham village council are undeniably
public purposes (see attachment B). The Commissioner was in ap—
parent agreement (see attachment C).

Third, it was suggested that the disbursement of revenue
sharing funds to Native village governments but not to non-Native
unincorporated communities might violate the equal protection clause
of the Alaska Constitution. This contention, too, lacks substance.
It is highly doubtful that unincorporated communities are "persons"”
under Alaska-Cons. Art. 1, 8l. Further, the courts have consistent—
ly accorded great deference to legislatures on the structuring of
remedial statutes. It is well settled that the grant of a public
benefit need not extend as far as it might; 1instead, the extent to
which a problem 1is remedied by an expenditure of public funds is
left to the reasonable discretion of the legislature. E.g., Suber
y. Alaska State Bond Committee, 414 P.2d 546, 552 (Alaska 1966);
Schweiker v. Wilson, 450 U.S. 221, 230, 238 (1981). It is certainly
reasonable for the legislature to distinguish between communities
which have some form of government and those which have none.

7



B. Local government provisions. To support: its advice
AS 29.89.050 revenue sharing ought only to be disbursed among unin-—
corporated communities outside the borders of organized boroughs,
the Attorney General®s office offered three arguments:

1. There 1is no need for the State to provide services
through another organization where a municipality exists.

2. To do so would contravene Art. X, & of the Alaska
Constitution.

3. The proposed amendments to AS 29.89.050 confirm the
Attorney General"s restrictive reading of the present language of AS
29.89.050.

Attorney General®s Memorandum J-66-261-82 (November 18, 1981).

The first argument 1is, in effect, the substitution of the
Attorney General®"s resolution of a policy question in place of the
legislature®s determination. As such, it 1is violation of the doc—
trine of separation of powers. See, Bradner v. Hammond, 553 P.2d 1,
7 (Alaska 1976). It is the legislature®s province to make laws.
Alaska Cons., Art. 11, 8l. It is the executive®"s duty to enforce
them as made by the legislature. Alaska Cons., Art. 111, 8I16.

Thus, not only 1is the Attorney General®s determination of the appro—
priate entities to receive revenue sharing Tfunds outside the scope,

of his authority, but the advice to the Department to rewrite AS
29.89.050 to avoid the purported constitutional problems 1is also a
violation of the doctrine of separation of powers. Validly enacted
laws are presumptively constitutional unless declared otherwise by a

8
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court of competent jurisdiction; the executive has no power to sus—
pend, to abridge or to enlarge the enforcement of such laws. 16
Am._.Jur._.2d "Constitutional Law" &153 at 526-527, 8305 at 821-822
(1979).

This executive determination of need 1is not only legally im—
proper, it also ignores the allocation of local and area-wide func-—
tions within our State"s system of local governments. The Attorney
General®s memorandum states, "There 1is no need for the state to pro-—
vide services through another organization where a municipality
exists." Attorney General®"s Memorandum J-66-261-82 at 1 (November
18, 1981). If this were true, the question arises whether cities
ought to receive revenue sharing funds if they are located within
the boundaries of a borough. The answer, of course, 1is yes. This
is not because cities are municipalities, too. Rather, the legisla—
ture has chosen to extend revenue sharing funds to cities as well as
to boroughs because these two entities have complementary func—
tions. See_AS 29 .33.010 et seq.; AS 29 .38 .010-.020; AS 29.40 .020;
AS 29.48.030. The borough 1is more suited to address area-side con—
cerns, while both 1incorporated cities and Native village governments
better address local concerns. See, City of Douglas v. City and
Borough of muneau, 484 P.2d 1040, 1043 (Alaska 1971).

The Kenai Peninsula Borough covers the entire Peninsula plus
most of the western bank of the Cook Inlet drainage. It has been
beyond the practice and presumably beyond the ability of the Borough

9



to provide for all the public services necessary in the various iso”
lated villages contained within the Borough. These are local con—
cerns and they are most effectively addressed by local governments.
This is especially true in communities, such as Port Graham, which
have no road connection with the main concentration of borough popu—
lation. This allocation of prine responsibility to local community
governments is 1in keeping with the basic constitutional tenet that -
the State local government system provide for the maximum local
self-government. Alaska Cons., Airt. X, 8l; see also, 4 Alaska

Const. Conv. Proceed. 2648-49.

The Attorney General®"s second rationale for withholding pay-—
ments to village gove: nments within boroughs is based upon an overly
restrictive and unwarranted reading of Art. X, & of the Alaska Con-—
stitution. It also ignores the clear pronouncements of the Supreme
Court of Alaska and the dictates of federal Ilaw.

The Attorney General argued that Art. X & of the Alaska Con-—
stitution limits the exercise of local government powers to boroughs
and to cities. Attorney General®s Memoranda J-66-261-82 at 1
(November 18, 1981) and J-66-335-81 at 3 (April 27, 1981). Neither
the language of this section nor the records of the constitutional
convention proceedings support this interpretation.

Article X & reads as follows:
All 1local government powers shall be vested in

boroughs and cities. The State may delegate tax- c,
ing powers to orgar.ized boroughs and cities only.



This section does three things. First, it gives names to State cre—
ated units of local government. Second, 1it, together with Art. X,
51, grants to those units the full panoply of local governmental
powers. Third, it restricts the taxing power to organized boroughs
and cities.

This section does not limit the exercise of all governmental
functions to boroughs and cities. See, Art. X, &§b. The State
legislature 1is empowered to exercise some local government powers.
See, Art. X, 8% and 13; see also, 4 Alaska Const. Conv. Proceed.
2741. Nor does it prohibit municipalities from entering into agree—
ments with other local governmental units, the State or the Federal
Government regarding the exercise of governmental functions. See,
Art. X, 813. A Native village government is a local governmental
unit which may be recognized under these constitutional provisions.

Further, it was the intention of the Framers of the Alaska
Constitution- that unincorporated villages be able to exercise some
governmental functions. 4 Alaska Const. Conv. Proceed. 2649, 2651-
52. Throughout the discussions of the local government article, it
was emphasized that a flexible framework for 1local government was
intended; the details were to be left up to the State and to the
local communities. E.g., 4 Alaska Const. Conv. Proceed. 2647, 2648,
2654, 2665, 2690, 2743. The legislature is authorized to set the
standards ar the recognition of cities and boroughs and it is
authorized to prescribe their powers and functions. Art X, 88 and
7. It is clear from the foregoing that the legislature is autho—
rized to recognize the existence of Native village governments.
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This recognition has already been approved by the Alaska
Supreme Court. Traditional village councils are recognized as pos—
sessing some governmental powers when no incorporated municipality
exists over the same community. State v. Aleut Corporation, 541
P.2d 730, 735 (Alaska 1975). In this case, the Court held that
traditional councils must be consulted prior to the conveyance of
State land adjacent to their communities. Id. at 737. This re—
quirement arose from As 38.05.305, which pertained to conveyances

adjacent to an incorporated municipality or "other organized commun

ity." The Court rejected the argument that "other organized commun

ity" referred only to boroughs. Rather, the Court included Native

villages 1in this definition with the following analysis:

In our view, the state®"s reading of AS 38.05.305 1is
too constricted. Common sense leads to the conclu—
sion that if the legislature had intended to limit

the provision®"s applicability to incorporated munici—
palities and boroughs, it would have used the word
"boroughs."™ We think the legislature employed the
broader term "other organized community"” for the pur-
pose_of importing flexibility into the statute.

Since the forms and powers of local governments 1in
Alaska are not immutable, the broader term serves the
purpose of imposing the duty 1in regard to the intend—
ed class of communities regardless of how the form of
local government changes over the years. And we
further believe that the legislature intended AS
38.05.305 to apply to communities, like the villages
in this case, which have permanent populations and an
organized civil government, even though that govern—
ment 1is a product of cultured tradition rather than
incorporation under state laws. (Emphasis added.)

Id. Here, then, is controlling precedent which holds that Native
village governments may exercise local governmental powers within

the ambit of State law.
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This conclusion is bolstered by the holding of Atkinson v.
Haldane, 569 P.2d 151 (Alaska 1977). In this case, the Supreme
Court held that it was required to recognize the sovereign immunity
of tribal governments by the Supremacy Clause of the United Staes
Constitution. Id. at 163. The governmental status of recognized
Native village councils cannot be ignored by the State government.
There 1is, of course, no requirement that State funds be expended to
support these governmental entities. But it should be clear that
the legislature has the power to do so. Alaska Cons., Art., X 813.

That the legislature should do so is simply a recognition of
the fact that Native village communities are an integral part of
this State. That they may have organized under federally recognized
forms of government does not deprive them of this status any more
than federally chartered banks are disenfranchised by their federal
affiliation. Further, federal law has granted the State an exten—
sion of jurisdiction over certain matters within Indian country. 18
U.S.C. 81162J a) and 28 U.S.C. 8&13b0(a). This grant carries with it
the obligation that the State enforce tribal laws which are not 1in-—
consistent with State laws. 28 U.S.C. 81360(c). This 1intermingling
of law and of enforcement envisions a cooperative arrangement be—
tween the State and tribal village governments. The State legisla—
ture, in AS 29.89.050, has chosen to interact in just such a cooper—
ative manner. There 1is nothing in the Alaska Constitution which
prohibits this form of cooperation.
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Finally, the Attorney General argued that a subsequent bill
to restrict payments to communities outside the organized boroughs

was evidence of a similar legislative intent behind the existing AS

29.89.050. This contention may be shown to be erroneous by two ob-—
servations. First, the subsequent bill was never enacted into law;
thus, it can serve as no authority for any purpose. Second, an

amendment to an unambiguous statute is generally presumed to indi—
cate a change in the law, not an explanation of it. City of
Anchorage v. Thomas, 624 P.2d 271, 273 (Alaska 1981). The legisla—
ture in AS 29.89.050 has unambiguously commanded that revenue shar—
ing funds be paid to Native village governments 1in villages which
are not incorporated as cities. The traditional council of the

village of Port Graham unambiguously fits this description.



JAY 5. HAMMOND, Cot*mw

OFFICE OF THE COMMISSIONER |

September 28, 1982 m

Hr. Walter Maganack, Sr.

President, Port Graham Village Council
General Delivery

Port Graham, Alaska 99603

Dear |Ilr. Maganack:
H*E: Port Graham CLAG Appeal

After carefully reviewing your letter of August 26
appealing the denial of Community Legal Assistance Grant
funding for Port Graham, | have decided that Port Grahanm
should pursue the 1issue of revenue sharing for
unincorporated communities within organized boroughs.

While the Division of Local Government Assistance (LGAD)
has raised some excellent arguments supporting their
decisicclL, there continue to be some outstanding questions
concerning legislative intent and the most recent Attorney
General™s opinion that need to be reexamined for tbhc-
potential benefit of all communities in the same situation
as Port Graham.

However, after a review of available funding and
consideration of the time involved in legal proceedings of
this nature, it is my decision that this 1issue should he
pursued administratively rather than through litigation.
Therefore, the Department 1is prepared to award $2,500 to
Port Graham to contract for legal research that will
result in a legal memo to be submitted to the Attorney
General seeking reevaluation of the decisions readied 1in
earlier opinions. This memo should be provided to the
Department of Community and Regional Affairs for
transmittal to the Attorney General.

ATTACHMENT ™A™



Mr. Maganack
September 28, 1982
Page 2

While 1 realize that this grant award does not meet all of
your expectations, it is my feeling that the issue can be

addressed in a timely manner by pursuing this course.-.If
you wish to accept the grant award, please let me know as
soon as possible. . . -
- Sincerely,
9 AY . Lee McAnerney
;£ I- Commissioner
cc: Senator.Don Gilman

Representative Hugh Malone

Ellen Schmidt, North Pacific Rim -
Vincent Kvasnikoff, English Bay
Local Government Assistance Division
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Waller R. MiMianac~f™ - * "1 ] EE (JCTo ft
Port Graham Village Council A
Port Graham, Alas/.a 99603

" IXvl" ..

October 8; 1981 =«

Mr. Lee McCarnerny

Commissioner

Dept. OFf Community & Regional Affairs
Local Government Assistance Division
Pouch BH

Juneau, Alaska 99813

Dear Mr. McCernerny:

T was very happy to receive directly $25,000.00 in State Revenue Sharing
monies from the Department of Community & Regional Affairs. With these
monies our community is able to provide maintenance and services such as
follows:

Librarian part time one person

Fire Chief " "o

Fire Chief Assistant ..part time cne person

Road Maintenance ” one per?on

Road Maintenance Assistant one person

Health Aide Assistant one per ion

War.er f* Sewer Maintenance Occa isiorially two people
Fire Truck & Fire House Repair & Maintenance

Day Care

0. Fire Drill for six people once a month.

B © O N A WN -

Also in early January the Legislature increased the chove Revenue to $38,000.00
A certain number of villages were named to receive tie aide and Port Graham was
one of those villages, that was good news.

Then again the legislature passed Senate Bill/68, the Municipal Aide Bill which
provides $750.00 per head. Tins was another joy for Che villages and communities.

Now comes the bad sad story. When the decision was made on law to channel or
distribute these municipal aide monies to the villages or communities, Port Graham
was left out in the cold. Port Graham happens to fal * under the Kenai Peninsula
Borough, so it was decided that our per capita entitlement monies would go to the
Kenai Peninsula Borough. Since the Kenai Peninsula Berough has very limited powers
to administer and spend funds, our share of the municipal aidmonies will be lost
in the Kenai Peninsula Borough red tape.

If that wasn"t bad enough, a decision isnow being ccnsidered which would give our
State Revenue Sharing Funds to the Borough also. This would really leave our villa?
in the red. This decision would not only jeopardize Fort Graham, but English Bay a:
wel 1.

ATTACHMENT ™B"



Page 2

In other words, all the programs that the village of Port Graham is now
providing to our village from the FYCIJ grant would be wiped out. We were
hoping that these monies would continue to be channelled directly to the
village through the department of Community & Regional Affairs. If not
then the following list of services which are budgeted under the program
will have to be discontinued:(see attached list)

Now comes our special request that their decison be amended so that the
Village of Port Graham wi-11 be able to continue to provide these programs
through the State Revenue Sharing Funds. I would like to see our State
Revenue Sharing monies continue to be distributed directly to the village
through the Department of Community & Regional Affairs.

This is a very serious situation because if the decision is not reversed, , ..
10 people will be laid off from their part-time jobs, and harm will come to
the maintenance of the Fire House,roads .and water & sewer systems. And it
wot;"id leave us with no funds to continue our on going programs.

I would also like to see our State Municipal Aide Revenue, which is $750.00
per head, granted directly to the village. As it isnow, Port Graham gets
almost nothing from this program. |1 have included acopy of Port Grahams
proposals which were submitted to the Kenai Peninsula Borough Assembly
targeted for FY82.

As | mentioned earlier 1 have also enclosed copies of the budget of programs
administered locally from State Revenue Sharing. Please look into the matter
immediately.

Thank You.

Sincerely,

thnn--. AL t>K-f m

WaHer R. Meganack Sr.
Village Council President

enclosures



Librarian part time one person

Fire Chief part time one person

Fire Chief Ass"t part time one person

Road Maintenance Foreman part time one person
Road Maintenance Ass"t part time one person
Health Aide Assistant .full time one person
Water, Sewer Maintenance occassionally two people
Fire House & Fire Truck repair & maintenance

Day Care

0. Fire Drill once a month for six volunteer firemen
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JAY S, HAMMOND, Cor.rpar

[:Eijia: (:F:<:I:DVMVG:IT\I;rﬁ/<& EXE«SOIRFAIL AFFAHBILS

OFFICE OF THE COMMISSIONER / B
December 2, 1981

HECEIVECDEC 71981

Ms. Sharon Zandman-Zeman

Community Planner

The North Pacific Rim

903 W. Northern Lights Blvd., Suite 203
Anchorage, Alaska. 99503

Dear Ms. Zandman-Zeman:
RE: " STATE REVENUE SHARING TO UNINCORPORATED COMMUNITIES

This letter responds to your letter which urged this Department to work with
your organization to help IRA Councils, traditional or tribal councils which
are located within a borough. Your concern is understandable and it appears
as if the communities of English Bay and Port Graham have used their State
funding to provide worthwhile services for village residents.

Enclosed please find a copy of the Attorney General®s opinion, dated November
18, 1981, which clarifies the rationale behind the State of Alaska®s decision
to not pay Soaie Revenue Sharing to unincorporated communities. The opinion
references xv.o earlier opinions from the Department of Law, so these have als
oeen included.

Sincerely,

LEE McANERNEY
COMMISSIONER

Enclosures

ATTACHMENT ™C"






THE LEGISLATURE orF THE staTe OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

SB 36

. REQUEST
Bill/Resolution No. SENATE BTTL NO. 33
Title “An Act providing for the assumpfion of numirfn.il bonded indebtedness bv the state
|&WCXKFIKKX establishing a municipal debt: redemption fund." Date 1/13/8l

Requested by Senate Community and Regional Affairs Committee

[l FISCAL DETAIL
Agency Affected  Department of Revenue
Program Category Affected Revenue Collection and Mr.nmicment
Program, or Subprogram(s) Affected  Treasury Management
(Note: If more than one budqet component is affected, separate line-ifem amounts and funding for caclt
component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)

FY 31 FY 82 FY 03 FY 84 FY 85 FY8S

100 PFRSONAL SERVICES

900 TRAVEI

300 CONTRACTU -0- 526,0. 76.0 82.0 88.0 9h.0
488 COMMODIT S

)

ME
600 LRND & UCTURES
700  GRANTS. CLAIMS. ETC.

TOTAL -0- 526.0 76.0 82.0 88.0 96.0

FUNDING  (Thousands of Dollars)

GENERAL FUND -0- 526,0 76.0 82.0 88.0 96.0
FEDERAL FUNDS

OTHER (Specify Fund Source)

POSITIONS

FULLTIME. o -0 0- _0- 0 0-
PART TIME
TEMPORARY

Thin Fiscal Note Includes Dept, of Revenue/Treasury administrative costs only
and does not include amounts to assume the debt.

HI. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

The bill attcmptu to approximate a defeasance (pay off) of municipal debt. The ap—
proach of this cost estimate 1g that the Treasury would have to invest the Municipal
Debt Redemption Fund as a separately invested fund in order to approximate a de—
feasance, i.e., structure a set of securities which are timed to liquidate in the
proper amounts and rates to pay the debt during the remaining life of the debt.

Contractual services coot include financial advisory fees in the year of enactment
to structure the portfolio to mirror the debt payoff cycle. Safekeeping fees for
the portfolio due to ncceiiBary segregation also included.

Based on 6/30/80 gross outstanding municipal debt of $911.5 million. Amount shown in
FY 82 assumes actual implementation takes place soon after FY starts. Any future ro-
structing due to new debt would be handled in separate bill In new year (i.e. the fund
would not handle now iaouon.)

V. DATE January 26, 1981 PREPARED BY anselm c. smack. Treasury Comnrrollor
o AGENCY Department of Revenue, Treasury Division

Original:  Legislative Finance PHONE  465-2351

cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/30



BILL ANALYSIS
Senate Bill No. 38(1/13/81)

Program Effects:

1.

10.

Establishes a municipal debt redemption fund (MBRF) 1in
Department of Administration.

When appropriated, general obligation bonded indebted—
ness of municipalities is assumed.

If appropriation deemed inadequate, Department of
Administration to request additional amounts. If
additional appropriation not granted in 60 days, orig-—
inal appropriation lapses.

Department of Administration is to make all debt ser—
vice payments on assumed municipal debt; provides for
storage and destruction of bonds/coupons paid; prepares
an annual report of activities for legislature.

Department of Revenue 1is to manage and invest money in
the fund in accordance with general fund investment
authority.

Municipality must furnish various data to Department of
Administration.

If municipality does not send data within 60 days, mun—
icipality pays debt service and can later be reimbursed.

Municipality may elect to receive an entitlement fronm
the fund for debt service payments which would normally
be made by the fund. The bonded indebtedness in that
case is not considered assumed.

When the municipal debt is assumed it is not to be
considered an obligation of the municipality and the
municipality 1is not authorized to levy taxes to pay the
debt assumed. However, if a municipality does not
receive notice of debt assumed by May 1 of the year,
the municipality may levy taxes for the debt service.

Effective July .1, 1981.

1/26/81



BILL ANALYSIS, SB 38, Cont-"d

Comments:
1. In the form presented, the bill appears to have constitu—
tional problems which should be researched. Article

IX, Section 8 requires voter approval of State contracted
debt. In this bill the State would be assuming ("con—
tracting”) the debt without a vote of the public. Some
restructuring as to who receives the appropriation to

pay off the debt may be necessary. (See also 1959
Opinion of the Attorney General).

2. The bill should perhaps include language, especially in
the entitlements section, which limits the amount of
draw to only what is necessary to accomplish the effect
of the debt having bee.n removed and limits the use of the
entitlement draw.

3. Total 1issued andoutstanding general obligation munici—
pal debt at June 30, 1980 is as follows: (Anchorage
includes 7/1/80 issue)

School related $355,794,100
Other projects 555,675,500
Total $911,469,600

If the attempt is to remove or make "the indebtedness
is not an obligation of the municipality"” the actual
appropriated future amounts could be less than the
above to accomplish an actual defeasance.

4. Normally such transactions are accomplished by setting
aside the funds with a third party trustee who invests
the funds and makes the payments.

5. It appears that the question of future municipal debt
issuance will have to be addressed. The municipalities
may be locked out of future markets for a period of
time due to IRS rulings. This must be researched by
bond counsel.

6. This fiscal note includ"s only those costs applicable
to Department of Revenv investment of funds necessary
for payoff.

Anselm C. St.aack, Treasury Comptroller
Department of Revenue/Treasury
465-2351

1/26/81

1/26/81
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THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH  LEGISLATURE

FISCAL NOTE
. REQUEST . m//
| BEI?Resqutm No. 71
Title in l-e* i-plating to costs of attorney services_
Requested bv ~ Governaor Date 12/08/80

. FISCAL DETAIL L
Agency Afiected  Administration
Program Category Affected_ JUstice _
BT U, Program, or Subprogram{s) Affected = Public pefender ,
(Note: If more than one budqe .component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 80 '.FY&8l FY 82 FY 83 FY 84 FY 85

100 PERSONAL SERVICES
100 TRAVEL
300  CONTRACTUAL
400  COMMODITIES
500 EQUIPMENT
000  LAND € STRUCTURES
700 GRANTS. CLAIMS. ETC
TOTAL 0 0 0 0 0

FUNDING  (Thousands of Do)lars)
PEDERAL FONDS R
OTHER fSpecifv Fund Source)

POSITIONS

IM
M
RA

—AoTm

ULL
ART
EMP

o
—glmrm

Y

lIl. ANALYSIS (See Fiscal Note Preparation Instructions, Section Il)

This will not result in any increased costs. Costs of defending
clients under municipal ordinance will be charged to the municipality
and will result in an increase in revenues to the State.

IV. DATE 12/08/80 PREPARED BY  Judv Crendahl 0-(
o o AGENCY Administration I

Original  Legislative Finance PHONE —465-2277

cC: Buczet ar.d Management

Prime Sprnsor (First Legislator Named)
Keith Srecking

33-001 (Rev. 12/7%)



January 12, 1981

President of the Senate
Alaska State Legislature
Pouch V

Juneau, AK S9811

Dear Mr. President:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, |1 am transmitting a bill which changes the
present system oi payment for costs of attorney services
provided to indigents who are charged with violation of a
municipal ordinance. The bill provides that
municipalities will pay for these costs, and that the
state will be relieved of the responsibility for payment.

Sincerely,

/031

Jay S. Hammond
Governor



m

MEMORANDUM State of Alaska

to William R. Hudson date Septeiaber 18, 1980
Commissioner
Department of Administration FILE NO

TELEPHONE NO

fron.Brian Shortell aoml subject: New Legislation
Public Defender S

Attached is a 1981 Legislative Proposal Request Form which is sub-—
mitted in response to Judy Crondahl®"s September 15, 1980 regarding
new legislation. It addresses a need for further action on House
Bill No. 375 which was introduced 1in March of 1979 and 1is now lan-
guishina in the House Judiciary Committee. Alaska municipalities
have not been paying for indigent defense services since 1976. Be —
fore that time, the municipalities were required by court decision
to pay for these defense services, since the constitution requires
indigents in criminal cases to be provided with counsel.” The state
has been picking up the cost of the defense of cases prosecuted by
municipalities for four years now.

Some years ago | suggested that House Bill No. 375 be introduced,
because it seemed to me that the municipalities should be required

to pay for their own defense services rather than passing these costs
on to the state. Last year, as you can see from the copy of the bill
which 1 have attached to this memo, the Governor®s Office agreed to
pursue passage of this legislation lvigorouslyll. Unfortunately, the
Judiciary Committee did not take action on the bill last year.

I am hoping this year some positive action can be taken by the legis—
lature. If you require further information, please let me know.

Attachment

cc: Judy Crondahl



HOUSE JOURNAL March 12. 1979

,HCQUSE BILL NO. 375 by the Rules Committee b, request
S| the Governor, entitled:

"An Act relating to costs of attorney
services provided to Indlgents charged
with violations of municipal ordinanceo."

was read the-first time and referred to the Community
end Regional Affairs and Judiciary Committees.

A fiscal note on HB 375 nppcarn in House Journal Supplement
Ho. 25.

The Governor®s transmittal letter follows:

March 12, 1979

The Honorable Terry Gardiner
Speaker of the House

Alaska State Legislature
Juneau, Alaska 99011

Dear Mr. Speaker:

Under the authority of art. 111, sec. 10, of the Alaska
Constitution, 1 am transmitting a bill transferring to
municipalities the cont of providing defense counsel to
indigents charged with violation of municipal ordinances.

In the past, the cost of judicial services, including the
cost of defending indigent defendants, wa3 borne by the
municipality which filed the charges against the person
under municipal ordinance. Because it was difficult, if
not impossible, for the court system to precisely
apportion the cost of judicial services, legislation was
passed in 3976 amending AS 22.15.270 to have the state
bear those coots. However, the transfer of responsibility
for providing defense counsel for indigents charged with
violations of municipal ordinances has imposed a
substantial burden on the Public Defender Agency. These
defense costs, unlike normal court operating costs, are
easily -identifiable. This bill would transfer back to
the municipality bringing the charge against the indigent
the reopenibility for paying those coGts, and thus more
fairly al.ocate the costs to the user of the services.






. COMMITTEE REPOrf®

SENATE
FURTHER: FItTAtK"L
1/137/33
Date:
Mr. President:
The Committee on "Community Regional Aff. has had : - ETLL S 13

"An Act authorising Municipalities to exempt business
inventories from taxation; eff. date."

under consideration and (a majority of the committee) (the committee)

reports it back with the following recommendations:

[ ] dopass [ 1 do not pass

[ 1 do pass with attached amendments(s)

[ 1 same titl
[ 1 replace with CS for [ 1 new title
and recommends
L 1 AND attaches a "Letter of Intent” [ ] New fiscal Note

[ 1 reports it back without recommendation

[ 1 referred to the

MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:
CHATRMAN

S 60 (Rev. 12/78)

Committee



DEPT. OF COMMUNITY & REGIONAL AFFAIRS

21-PILH

W m Bill Sheffield, Governor

EBHE UBALASKA 99811
OFFICE OF THE COMMISSIONER PHONE: " (07) 265-4700

February 8, 1983
POSITION PAPER

RE SB 53
SPONSORS: Senators Mulcahy and Kelly
Program Effects of Bill

Provides for a local Sption for tax exemptions on business
inventories.

Comments

The Department has supported maximizing local options as
opposed to mandating such tax exemptions. This measure would
allow a municipality to consider such exemptions, assuring that
any decision is a local one. The Department believes that the
position of the Alaska Municipal League (AML) on this bill
should be an important guide post. The AML has supported such
a local option for sometime now and continues to do so in their
1983 Policy Statement. One reason is that business inventory
taxes often cost more to collect than they bring 1in; another
impetus is the general encouragement of private enterprise by
repealing taxes such as that on business inventories.



STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill No: SB_53 Q9 On Rill; 1/18/83
Title: Authorize Municipalities to exempt business inventories from taxation.
Sponsor: Mulcahv and Kelly
Requestor: scra

1. Estimated fiscal impacts on: Department of Community and Regional Affairs

a. Expenditures:
(Thousands of Hollars!

FY 83 FY 84 FY 85 FY 86
CaDital -0- -0- -0-
Operating Q- -0- -0-
Total -0- -0- -0-
b. Revenues:
Revenue |

2. Source of funds to offset fiscal impact of bill:

3. Assumptions: This bill allows municipal governments the option of
excluding business inventories from taxation. This option will have
no impact on the Department®s operations. No fiscal impact.

4. Disclaimer:

This statement has not been reviewed by the OMB in the Offka of the Governor. It does
not represent the policy of the Sheffield Administration or the final estimate of fisca

impact. n
Prepared By: Richard Rainery(c-I PHone - 465-4703
Division: Commissioner:™s Offfji.ce / Date:
Approved by Commissioner Date:

Department: Department of Ccnmunitv and Regional Affairs

5. Distribution:
Original to Legislative Finance
Copy to OMB
Copy to Sponsor
Copy to Requestor 2/8/83
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2. Payments-in-LINS The League endorses the po~~lon whereby the state
would pay to the local governments a payment-in-lieu of ad valorem taxes for
the state-owned property as well as payments for its share of the cost of
improvements and Services which benefit such property.

3. Right To Ta.i* The League opposes any further effort on the part of
the state to levy a property tax which would infringe upon the rights of
local governments to levy the same rate of tax as levied on other property
within the taxing jurisdiction.

4. Business Inventories: The League supports legislation which would
provide for the optional exemption of business inventories from property tax.

5. Interest Rate Limit: The League supports legislation to remove the
limits established by AS 29.53.180 and AS 29.53.415(d) on the penalty and
interest rate for delinquent property and sales tax payments.

D. FORMATION OF NEW MUNICIPALITIES

1. The League supports legislation to provide adequate funds to assist
in the study of the feasibility of forming new municipalities and in the
formation of newly organized municipalities.

E. PUBLIC EMPLOYEES RETIREMENT

1. The League urges that in any legislation passed which increases
benefits under the Public Employees Retirement System and Teachers Retirement
System, the increased cost be borne by contributions from the employees. The
League urges the Legislature to reqognize the effect on participating munici—
pal employers if any amendments are made to PERS and TRi>.

F. LOCAL HOSPITAL USE

1. Utilization of Local Health Facilities: The League urges the state
and federal agencies responsible for health care to utilize the local health
facilities and to transport patients to regional centers only when necessary
services are not available.

2. Increased State Funding: The League strongly supports increased
state funding of hospital construction costs and of special hospital and
health facility construction and operating costs.

3. Separate Funding For Hospitals: The League strongly supports funding

of hospital and health facility grants outside the municipal revenue sharing
program.

If)y



KODIAK ISLAND BOROUGH

Telephones 486-5736 - 486-5737 — Box 1246
KODIAK, ALASKA 99615

January 12, 1982

The Honorable Bob Mulcahy
The State Senate

Pouch V

Juneau, Alaska 99811

Re: Resolution No. 82-1-R - Commercial and Business Inventories
Dear Bob:

Please be advised that the Kodiak Island Borough Assembly at their
regular meeting on January 6, 1982 unanimously adopted Resolution

No. 82-1-R entitled "A Resolution of the Kodiak Island Borough Assembly
Seeking A Change in the Alaska Statute 29, Chapter 53, Municipal
Assessment and Taxation, Section 29.53.025 Optional exemptions and
Exclusions"” with the intent to allow the option to exempt commercial
and business inventories from personal property taxation. It is my
understanding that the t5ty Council of Kodiak has recently adopted a
similar resolution. Both elected bodies in joint work sessions have
indicated that this is of aa extreme high priority to them.

I would further like to note that the Alaska Municipal League Policy
Statement dated 1982 states on page 3 under local taxes item 4
"Business Inventory: The League supports legislation which would
provide for the optional exemption of business inventories from
property tax".

Therefore, at this time | wish to respectfully request your assistance
in the successful adoption of the above change to Alaskan law. If any

further information or materials are required in this regard, please
contact me immediately.

Borough Manager
CC Bill Bivin, City Manager

Enclosure
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KODIAK ISLAND BOROUGH
RESOLUTION NO. 82-1-R

A RESOLUTION OF THE KODIAK ISLAND BOROUGH ASSEMBLY SEEK NG A CHANGE
IN THE ALASKA STATUTE TITLE 29, CHAPTER 53, MUNICIPAL ASSESSMENT AND TAXATION,
SECTION 29.55.025 OPTIONAL EXEMPTIONS AND EXCLUSIONS.

WHEREAS, it is the intent of the Kodiak Island Borough Assembly to
seek to allow the exemption of commercial and business inventories from personal
property taxation through the initiation of legislation by local representatives,
to Alaska Statute 29, Chapter 53, Municipal Assessment and Taxation; and

WHEREAS, more specifically, the intended change would be an addition
to the following words of Section 29.53.025 Optional Exemptions and Exclusions.
i*'(b)(2) "(E) All commercial and business inventories".
< NOW, THEREFORE, BE IT RESOLVED by the Kodiak Island Borough Assembly
1
_Fhat legislation initiated which, if approved, would allow exemption of
IIcommercial and business inventories from personal property taxation.

. BE IT FURTHER RESOLVED by the Kodiak Island Borough Assembly that
-the Borough administration be directed to send this resolution to Senator
I{I:\llulcahy and Representatives Zharoff and Sutcliffe and imPIore their assistance
,in the successful adoption of this legislation.

PASSED AND APPROVED this 6th day of January , 1982 by

the Borough Assembly:
I

KODIAK [1SLAND BOROUGH



December 30, 1981

Honorable Bob Mulcahy

Senator

P.0. Box 246

Kodiak, AK 9961S

Dear Senator Mulcahy:

On December 28, 1981 the Kodiak City Council passed Resolution 57-81.
The resolution requests that you introduce legislation into the Senate
which would allow for the optional exemption and exclusion of commercial
and business inventories from property taxation.

Your help in introducing and sponsoring such legislation would be greatly
appreciated.

Sincerely,

uc

WILWAM C. BIVIN
City Manager

WCB/csh

POST OFF\C£ BOX 1397. KODMK .FUm 99615 PHONG (907) 486-3QQ4



CITY OF KODIAK “ :
N RESOLUTION 57-81 [

A RESOLUTION OF THE COUNCIL OF THECITY OF KODIAK SEEKING Al
CHANGE IN THE ALASKA STATUTES TITLE 29, CHAPTER 53. MUNICIPAL
ASSESSMENT AND TAXATION, SECTION 29.53.0250PTIONALEXEMPTIONS AND:

» EXCLUSIONS. P

i
WHEREAS, it isthe intentof the Kodiak CityCouncil to seek i
| to allow the exemption of commercial and business inventories from
[tpersonal property taxation, through theinitiation of legislation
Jby local representatives, to Alaska Statutes Title 29, Chapter53,!
Municipal Assessment and Taxation; and
WHEREAS, more specifically, the intended change would be an
i addition of the following words to Section 29.53.025 Optional
:

exemptions and exclusions, (b)(2) "(E) all commercial and business

%inventories."

NOW, THEREFORE, BE IT RESOLVED by the Kodiak City Council

lmas follows:

i

| Section 1. Senator Mulcahy and Representative Zharoff
u

Joinitiate the appropriate legislative action, which, i1f approved,

il
Jwould exempt® commercial and business inventories from personal

I'property taxation.

PASSED AND APPROVED this £ 7 day of j Q . 1981.

- = tmpya,

CITY OF KODIAK

ATTEST: |



CITY OF KODIAK
RESOLUTION NUMBER 06-83

" e A RESOLUTION OF THE COUNCIL OF THE CITY OF KODIAK SEEKING A CHANGE IN THE
ALASKA STATUTES TITLE 29, CHAPTER 53, MUNICIPAL ASSESSMENT AND TAXATION,
SECTION 29.53.025 OPTIONAL EXEMPTIONS AND EXCLUSIONS

WHEREAS, it is the intent of the Kodiak City Council to seek to allow an
exemption of commercial and business inventories from personal property
taxation, through the initiation of legislation by local representatives, to

amend Alaska Statutes Title 29, Chapter 53, Municipal Assessment and Taxation;

and

WHEREAS, more specifically, the intended change would be an addition of
the following words to Section 29.53.025 Optional exemptions and exclusions.

M@ "(E) All commercial and business inventories."

NOW, THEREFORE, BE IT RESOLVED by the Council of the City of Kodiak,
Alaska, that Senator Mulcahy and Representative Zharoff are requested to
initiate the appropriate legislative action, which, if approved, would exempt

commercial and business inventories from personal property taxation.

BE IT FURTHER RESOLVED that this resolution be communicated to the
following people:

The Honorable Bill Sheffield, Governor of Alaska

The Honorable Stephen McAlpine, Lieutenanct Governor of Alaslca

The Honorable Bob Mulcahy, Alaska State Senator

The Honorable Fred zZharoff, Alaska Represntative

PASSED AND APPROVED this 7 ~ day of January, 1983.

CITY OF KODIAK

ATTEST:

CITY CLERK



Alaska Retail Association

174 S. Franklin St. #205
Juneau. Alaska 99801

ALASKA™S INVENTORY TAX (907) 586-6706

nonald R. Magnusson
The 1inventory tax is the most unfair and inequitable business tax
in Alaska today. This tax has been condemned repeatedly by the
Federal Advisory Commission on Intergovernmental Relations and
by “nnumerable state level legislative and administrative studies.
Many of their conclusions are well known and we think 1t 1is unnec—
essary to dwell on them at length, but we do think they should be
stated briefly for the record. The inventory tax 1is unfair 1in that
it bears no relation to profit or loss, placing a heavy burden on
one segment of the business community which 1is not shared, either
by private citizens or by other segments of the business and pro—
fessional- community. The business or profession that does not hold
merchandise for resale, but who may deal with services, professional
or otherwise, pays no similar tax. In fact, the merchant who
attempts to compete efficiently by stocking more sizes to serve the
hard-to-fit, who has more inventory and less turnover, ends up paying

more 1inventory tax -- even if there is no profit with which to pay it.

Taxes on the same amount, of inventory vary widely because of different
local tax rates and different methods used by taxpayers in determining
"fair market value™, with some taxpayers paying a tax on maximum

value while others pay on a much lower amount. Inventory taxes are,
by universal acmission, almost impossible to administer fairly, even

by the most conscientious tax assessor.



Inventory taxes discourage the warehousing of goods within the
State and can cause serious disruptions in the flow of goods,
higher prices (such as freight) and more inconvenience to the

consumer. In Alaska, this is a matter of critical concern.

When seeking to attract new industry, nontax states openly advertise

that they have no inventory tax.

Attached is a list of the forty (40) states, plus the District

of Columbia, that have acted to repeal or substantially reduce the
inventory tax. Note that twenty-seven (27) states, plus the District,
have completely repealed it or are in process of completely phasing

it out. (Note also, inthis connection,® that on March 14, 1979 the
Illinois Supreme Court declared the personal prop "rty tax abolished

as of January 1, 1979 irrespective of whether or not the legislature

acts to implement 1its prior constitutional mandate.)

Most of these actions have occurred during the past dozen years

and there is every indication that the trend will continue. No
state that has repealed itsinventory tax has ever reimposed Iit.
The evidence shows just the opposite. States that have abolished

the tax are reporting increased business activity and more jobs
created from improvement 1in the state®"s business climate. State
and local tax revenues have increased due to improved sales tax
and 1income tax collections. Increases in the number of jobs lowers

welfare and unemployment 1insurance costs. The repealed inventory



tax increases the efficiency of city and town administration by
permitting greater attention to appraisal of real property and

other items of personal property that remain subject to tax.

And, most 1importantly, a repealed inventory tax removes the pyramiding
of inventory tax costs through the various trade levelswhich are

reflected in the price of consumer goods.

In summary, the inventory tax 1is unfair, unwieldy and unworkable,
and has been recognized as such by most states whichseek to attract
and retain a wide variety of business and industry. Ifa tax falls
unfairly upon a limited few, arid if its enforcement is irregular

and compliance strained, then the tax should be abolished and a
better system substituted in its place. The tax on inventories

should be repealed.



Alabama

Arizona

California
Colorado
Connecticut

Delaware

District of

Columbia

Florida

Hawaii

Idaho

Illinois

Indiana

lowa

Maine

Maryland

Massachusetts

Michigan
Minnesota

Mississippi

Montana

TAXATION OF BUSINESS INVENTORIES

Inventory tax repealed by constitutional amendment
effective 10/1/7*8.

State constitution exempts all 1inventories effective
1964.

Inventories taxed at .55 of value effective 7/1/78.
955 exemption on inventories effective 1973.
Inventory tax phases out by 1982.

Exempts all personal property, 1including inventories,
effective 1953.

Inventories exempt effective 1974.
905 exemption for inventories of finished goods,
995 exemption for goods 1in process and raw materials,

effective 1978.

Exempts all personal property, 1including inventories,
effective 1947.

Inventories exempt effective 1971.

An approved constitutional amendment to exempt
all personal property, including inventories,
effective 1/1/79, has yet to be implemented by
the legislature.

355 exemption on inventories plus 205 property tax
credit.

Annually increases personal property credits until
total exemption is reached, probably 1in 1986.

Inventories exempt effective 1977.

Local option phase-out of inventory tax 1is 1in
progress, each county having different effective
date.

All personal property, 1including inventories, 1Is
exempt unless taxpayer 1is subject to the corporate
excise tax.

Inventories exempt effective 1976.

Inventories exempt effective 1967.

Exempts manufactured products 1in hands of manufacturer
effective 1942,

935 exemption on inventories effective 1975.



Nebraska

Nevada

New Hampshire

New Jersey
New Mexico

New York
North Carolina
North Dakota

Ohio
Oregon - e

Pennsylvania

Rhode Island
South Carolina
South Dakota
Tennessee

Utah

Vermont

Virginia

Washington
Wisconsin

Wyoming

Inventories exempt effective 1979.

1978 constitutional amendment phases out the
inventory tax over four years and authorizes the
legislature to exempt all other personal property.

Exempts all personal property,
effective 1970.

including 1inventories

Inventories exempt effective 1966.
Inventories exempt effective 1974.

Exempts all personal
effective 1917.

property, 1including inventories

Partially exempts manufacturers”’inventories
effective 1/1/80.

Exempts all personal property,
effective 1970.

including 1inventories

Phasing 1in an 1inventory tax exemption of 65%.

Inventories exempt effective 1980.

Exempts all personal
effective 1959.

property, including 1inventories

Exempts manufacturers®™ inventories effective 1966 .

Exempts manufacturers® inventories effective 1962 .

Inventories exempt effective 1979.

Inventories exempt effective 1972.
Inventories exempt effective 1973.

Inventories exempt on local option basis.

Inventories exempt 1in all

counties that 1impose
license tax. ®

Inventory tax phase-out, with Tfull

exemption 1in 1983

Inventory tax phase-out, with full exemption 1in 1981

Inventories « xenpt effective 1972 .



Alaska Retail Association

>74 S. Franklin St. #205
Juneau, Alaska 99801
(907) 586-6706

Donald =. Magnusson

The 1inventory tax is the most unfair and 1inequitable business tax

in Alaska today. This tax has been condemned repeatedly by the
Federal Advisory Commission on Intergovernmental Relations and

by innumerable state level legislative and administrative studies.
Many of their conclusions are well known and we think it is unnec—
essary to dwell on them at length, but we do think they should be
stated briefly for the record. The 1inventory tax is unfair 1in that
it bears no relation to profit or loss, placing a heavy burden on
one segment of the business community which 1is not shared, either

by private citizens or by other segments of the business and pro-—
fessional community. The business or profession that does not hold
merchandise for resale, but who may deal with services, professional
or otherwise, pays no similar tax. In fact, the merchant who
attempts to compete efficiently by stocking more sizes to serve the
hard-to-fit, who has more inventory and less turnover, ends up paying

more 1inventory tax -- even if there 1is no profit with which to pay it.

Taxes on the same amount of inventory vary widely because of different
local tax rates and different methods used by taxpayers in determining
"fair market value™, with some taxpayers paying a tax on maximum

value while others pay on a much lower amount. Inventory taxes are,
by universal admission, almost impossible to administer fairly, even

by the most conscientious tax assessor.



Inventory taxes discourage the warehousing of goods within the
State and can cause serious disruptions in the flow of goods,
higher prices (such as freight) and more 1inconvenience to the

consumer. In Alaska, this is a matter of critical concern.

When seeking to attract new industry, nontax states openly advertise

that they have no inventory tax.

Attached 1is a list of the forty (40) states, plus the District

of Columbia, that have acted to repeal or substantially reduce the
inventory tax. Note that twenty-seven (27) states, plus the District,
have completely repealed it or are in process of completely phasing

it out. "(Note also, in this connection,® that on March 14, 1979 the
Illinois Supreme Court declared the personal property tax abolished

as of January 1, 1979 irrespective of whether or not the legislature

acts to implement 1its prior constitutional mandate.)

Most of these actions have occurred during the past dozen years

and there is every indication that the trend will continue. No
state that has repealed 1its inventory tax has ever reimposed 1it.
The evidence shows just the opposite. States that have abolished
the tax are reporting increased business activity and more jobs
created from improvement in the state ™ business climate. State
and local tax revenues have increased due to improved sales tax

and income tax collections. Increases in the number of jobs lowers

welfare and unemployment 1insurance costs. The repealed 1inventory



tax increases the efficiency of city and town administration by
permitting greater attention to appraisal of real property and

other 1items of personal property that remain subject to tax.

And, most 1importantly, a repealed 1inventory tax removes the pyramiding
of inventory tax costs through the various trade levelswhich are

reflected in the price of consumer goods.

In summary, the inventory tax is unfair, unwieldy and unworkable,
and has been recognized as such by most states whichseek to attract
and retain a wide variety of business and industry. |If atax falls
unfairly upon a limited few, and if i1ts enforcement 1is 1irregular

and compliance strained, then the tax should be abolished and a
better system substituted in its pla.e.. The tax on inventories

should be repealed.



Alabama

Arizona

California-
Colorado
Connecticut

Delaware

District of

Columbia

Florida

Hawaii

Idaho

Illinois

Indiana

lowa

Maine

Maryland

Massachusetts

Michigan
Minnesota

Mississippi

TAXATION OF BUSINESS INVENTORIES

Inventory tax repealed by constitutional amendment
effective 10/1/7*8.

State constitution exempts all inventories effective
1*964.

Inventories taxed at .51 of value effective 7/1/78.
95% exemption on inventories effective 1973.
Inventory tax phases out by 1982.

Exempts all personal property, including inventories,
effective 1953.

Inventories exempt effective 1974,
90% exemption Tfor inventories of finished goods,
99% exemption for goods 1in process and raw materials,

effective 1978.

Exempts all personal property, 1including 1inventories,
effective 1947.

Inventories exempt effective 1971.

An approved constitutional amendment to exempt
all personal property, including inventories,
effective 1/1/79, has yet to be i1mplemented by
the legislature.

35% exemption on inventories plus 20% property tax
credit.

Annually 1increases personal property credits until
etotal exemption 1is reached, probably in 1986.

Inventories exempt effective 1977.

Local option phase-out of inventory tax is 1in
progress, each county having different effective
date.

All personal property, including inventories, 1is
exempt unless taxpayer 1is subject to the corporate
excise tax.

Inventories exempt effective 1976.

Inventories exempt effective 1967.

Exempts manufactured products in hands of manufacturer,

effective 1942.

93% exemption on inventories effective 1975.



Nebraska

Nevada

New Hampshire

New Jersey
New Mexico

New York

North Carolina

North Dakota

Ohio
Oregon - - m

Pennsylvania

Rhode Island
South Carolina
South Dakota”
Tennessee

Utah

Vermont

Virginia

Washington
Wisconsin

Wyoming

Inventories exempt effective 1979..

1978 constitutional amendment phases out the
inventory tax over four years and authorizes the
legislature to exempt all other personal property.

Exempts all personal inventories

effective 1970.

property, 1including

*

Inventories exempt effective 1966.
Inventories exempt effective 1974.

Exempts all personal inventories

effective 1917.

property, 1including

Partially exempts manufacturers®™ 1inventories

effective 1/1/S0.
Exempts all personal property, inventories
effective 1970.

including

Phasing in an inventory tax exemption of 65%.

Inventories exempt effective 1980.

Exempts all personal inventories

effective 1939.

property, 1including

Exempts manufacturers®™ inventories effective 1966.

Exempts manufacturers®™ 1inventories effective 1962.
Inventories exempt effective 1979.
Inventories exempt effective 1972..
Inventories exempt effective 1973.

Inventories exempt on local option basis.

Inventories exempt 1in all

license tax.

counties that 1impose

Inventory tax phase-out, with full exemption in 1983

Inventory tax phase-out, with full exemption in 1981

Inventories exempt effective 1972.






COMMITTEE REPORT

SENATE
/21/3 i
FURTHER: FI"."A
Date
Mr. President:
The Committee on CO.".fUJtmx & REG. AFFAIRS has had

mn Act allowin®™® tor an optional exemption j.or certain real “ropert”-
croiu municipal taxation; erf. date

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[ 1 do pass [ 1 donot pass

[ 1 do pass with attached amendments(s)

[ ] same title
[ 1 replace with CS for [ 1 new title

and recommends

[ 1 AND attaches a "Letter of Intent” [ ] New Fiscal Note

[ ] reports it back without recommendation

f J referred to the Committee

MEMBERS SIGNING MEMBERS HAVING

DO PASS OTHER RECOMMENDATIONS:
CHAIRMAN

S 60 iRev. 12/78)
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Bill Sheffield, Governor

ey
DEPARTMENT OF LAW

OFFICE OF THEATTORNEY GENERAL

February 10, 1983

Honorable Don Gilman
Senator

Alaska State Legislature
Pouch V

Juneau, AK 99811

Re: Residential tax exemption
Our file: 366-430-83

Dear Senator Gilman:

You have 1inquired whether a residential tax exemption
may be passed by municipal voters directly by 1initiative. A.S
29.53.025(a) provides for such an exemption "by ordinance rati—
fied by the voters at a regular or special election!"ll (Emphasis
added.) Put another way, must there first be council or assembly
action which the voters might ratify, or may the voters simply
create the exemption directly, by initiative?

In its current form, AS 29.53.025(a) casts a long sha—
dow across the notion of municipal tax exemption by initiative.
The problem is the word "ratified,” and its reference to "ordin-—

ance .

As one court has put it, "[r]atification refers to
the adoption of a past act or transaction as his own act....
First National Bank v. Allen, 14 So. 335, 337 (Ala. 1893). Vir-
tually all ratification cases reference an antecedent contract,
transaction, or other act which 1is confirmed, adopted, or sanc-—
tioned by the ratifier.

The Massachusetts Supreme Judicial Court faced a
similar situation in Revere Water Co. v. Inhabitants of the Town
of Winthrop, 78 N.E. 497 (Mass. 1906). Though the case 1is
distinguishable in one or two important respects, what the court
said 1is instructive:

The word "ratified"” as used in the statute
[requiring voter approval] plainly means that when
the selectmen issue the warrant they are supposed
to have taken appropriate precedent action, other—
wise there is no proposal of purchase in existence
which can be made the subject of ratification, and
which by the ratifying act thereupon becomes and
existing contract.



Honorable Don Gilman February 10, 1983
Alaska State Legislature Page #2
366-430-83

Id. at 501.

It may well be argued that the legislature intended
that municipal tax exemption be a two-step process, 1i.e., that
the assembly first bring its expertise and judgment to bear to
draft, debate, and enact a bill, after which the voters would act
affirmatively to adopt the bill passed by the assembly. On the
other hand, it could, with conviction and force, be argued that
the heart and sense of AS 29.53.025(a) 1is the voter approval pro—
vision, and that assembly action was not intended to be a condi—
tion precedent to direct voter action.

As rough as the fit may be, we believe that the court
cases cited above vrequire assembly action first, followed by
voter approval. IT a different process 1is preferred, w? would be
happy to assist you in drafting an amendment to AS 29.53.025(a).

Sincerely yours,

NORMAN C. GORSUCH
ATTORNEY GENERAL

By
Thomas M. Jahn”e
Assistant Attorneys/General

TMI/pjg
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POUCH Y STATE CAPITOL

TC3 ILITOGJTI

LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 10, 1983
SUBJECT: Optional tax exemption questions
(Work Order No. 13-0721)
TO: Senator Donald E. Gilman
FROM: Richard C. Folta O *

Legislative Counsel

The following is in response to your inquiry of
February 7th, on optional property tax exemptions.

(1) No, the exemption tax option would be subject to
initiative. Article XI, section 7 of the Alaska
Constitution provides for the restrictions against the use
of the initiative, one of which is "appropriations"

initiatives. A tax exemption which operates to limit tax
revenues, cannol be considered an appropriation, 1in my
opinion. (The Thomas V. Bailey case, 595 P.2d 1 is the

Alaska case which discusses the appropriation restriction on
initiatives by the people.) The tax exemption limits the
tax revenues collectable by the municipality, but cannot be
defined any closer than that to appropriations. In the
Thomas case, the giving away of land in the homestead
initiative was construed by the Court to be really an
appropriation measure restricted by the constitution.

(2) There could be a substantial impact on the bonding
ability of a municipality, since the full faith and credit
of a municipality is pledged for the payment of principal
and interest on general obligation bonds (AS 29.58.180).
The passage of an initiative for the exemption could
decrease the municipality®"s ability to bond since the tax
base is reduced. There may be an instance where an
initiative for the exemption could impair existing
indebtedness and thus be subject to legal attack.

RCF:1jb
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February 7, 1983

Memorandum

To: Billy G. Berrier
Director
Division of Legal Services

From: Senator

Thank you for the response by Richard C. Folta to our recent
inquiry (Work Order No. 13-0721). This concerned whether the
optional $100,000 property tax exemption proposed by SB 65 is
libel to placem -nt on municipal ballots by elections.

Based on that response, | would like to inquire on two other
points.

1) Because any limitation on a municipality”"s ability to
uax affects its ability to appropriate, could this
exemption be ruled not subject to initiative on the
municipal 1level because it affects a municipality”"s

ability to appropriate?

2) If, as indicated in the first response, the exemption
may be placed on the ballot by initiative, what effect
would this have on the bonding ability of municipalities?
In particular, what effect would this have on their
ability to pledge full faith and credit?



" POUCH Y STATE CAPITOL
t I JUNEAU. ALASKA 99811
907 465.3000

LEGISLATIVE AFFAIRS AGENCY

M EMORANDUWM February 3, 1983

SUBJECT: Optional exemption bill subject to referendum
(Work Order No. 13-0721)

TO: Senator Donald E. Gilman

FROM: Richard C. Folta

Legislative Couns

If SB 65, allowing for an optional exemption for certain
real property from municipal taxation, becomes law, would it
be subject to a referendum by the people of Alaska? The
answer to your question as | understand it, is yes.

Article XI, section 1, of the Alaska Constitution provides
that the people may propose and enact laws by the

initiative, and approve or reject acts of the legislature by
the referendum. In Municipality of Anchorage v. Frohne,

568 P.2d 3 (1977), the Court held that the subject of the
petition must constitute such legislation as the legislative
body to which it is directed has the power to enact. The
power 1is liberally construed.

Local or special legislation is exempted from both
petitions. Wolf v. Alaska State Mousing Authority, 514 P._2d
233.

The subject matter of SB 65 is clearly general legislation
in that it affects all of the people in a municipality, not

just some. It is not required legislation, like AS 29.53.-
020 which mandates certain exemptions. It is an optional
exemption. The legislature has the power to legislate tax

exemptions.

In summary, SB 65 is subject to a ballot by the people if it
passes.

RCF:1jb



Alaska  talt legislature

Senate

February 1, 1983

Billy G. Berrier

Director

Division of Legal Services
Legislative Affairs Agency
Pouch Y

Juneau, AK 99811

Dear Mr. Berrier:

Attached 1is a copy of Senate Bill 65. This bill establishes an
optional property tax exemption for a portion of the value of
residential property.

We request an opinion on whether, 1if this bill becomes law, the
optional exemption it creates would bo subject to being placed

on the ballot by petition.

Sincerely,

Don Gilman
State Senator



Alaska tale legislature

Senate

February 1, 1983

Norman Gorsuch
Attorney General
Department of Law
Pouch K

Juneau, AK 99811

Dear Mr. Gorsuch:

Attached is a copy of Senate Bill 65. This bil

I establishes an

optional property tax exemption for a portion of the value of

residential property.

We request an opinion on whether, if this bill
optional exemption it creates would be subject
on the ballot by petition.

Sincerely,

Don Gilman
State Senator

becomes law, the
to being placed



DEPT. OF COMMUNITY & REGIONAL AFFAIRS E&HEEB
PHONE:

PI-PI1 H

Bill Sheffield, Governor

OFFICE OF THE COMMISSIONER

Position Paper

Re: SB 65

Sponsor: Paul Fischer

Program Effects

This bill would raise the optional municipal real property tax
exemption, permitted by statute, from the current $10,000 to

$100,000.

Comments

The Department 1is in favor of 1increased control at the local
government level. This Bill would expand that local control.

To the extent that municipalities might exempt residential
property under the proposed language, taxes would increase on
commercial properties. In municipalities which have a substan—
tial amount of oil and gas property, that increase would result
in a proportionate decrease 1in State collected revenues.

Passage of this Bill could result in a small minority of tax-—
payers paying the majority of local property taxes if the
increased optional exemption was employed by the community.
This shift of tax burden could result in a weakening of local

government. If the populace has no monetary stake 1in their
local government, their interest and participation may well
wane . From a standpoint of maintaining local 1interest and

control other methods of tax relief may be preferable.



COMMITTEE REPORT

SENATE
1/21/83
FURTHER: FINANCE
Date:
Mr. President:
The Committee on COMMUNITY & REG. AFFAIRS has had SB 6B

An Act allowing for an optional exemption for certain real property
from municipal taxation; eff. date

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[ 1 do pass [ ] do not pass

[ 1] do pass with attached amendments (s)

[ 1 same title
L 1 replace with CS for L 1 new title

and recommends

L 1 AND attaches a "Letter of Intent" [ ] New Fiscal Note

L 1 reports it back without recommendation

L 1 referred to the Commi ttee

MEMBERS SIGNING MEMBERS HAVING

DO PASS OTHER RECOMMENDATIONS:
-iAIRMAN

S 60 (Rev. 12/78)
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DEPT. OF COMMUNITY & REGIONAL AFFAIRS

2tP1LH

Ay I ] Bill Sheffield, Governor

OFFICE OF THE COMMISSIONER
March 25, 1983
BILL ANALYSIS

RE: CSSB 67
SPONSOR: SENATE LABOR & COMMERCE COMMITTEE

PROGRAM EFFECTS OF BILL

The current statute requires that if, as a result of a state
highway construction project, utility facilities must be
relocated the State may order the wutility to relocate that
facility and the State must also pay the ~cost of that
relocation. This bill would also expand the statute to include
Municipal highway construction. It also restricts the costs
payable to utility facilitites located as a result of wvalid
easement or permits.

COMMENTS

It is reasonable to allow municipalities, which are responsible
for <construction of local vroads and highways, this type of

authority. We do, however, have some concern about relocation
costs in instances where strict easement and right-of-way
procedures have not been adhered to. Many of the smaller,

older utilities do not have formal easements or right-of ways.
It would seem that strict interpretation of new language could
cause undue hardship for some of the smaller utility companies.

It would be our recommendation that some individual <case by
case discretion should be considered.

Mark Lewis, Commissioner



STATE OF ALASKA

FISCAL NOTE Revision Date 1983
L, REQUEST 1.  FISCAL DETAIL
Bill/Resolution No.: CS SB 67 Agency Affected:Community & Regional Affair
Title:relocation of utility facilities Program Category Affected: development
Sponsor: Labor & Commerce BRU, Program of Subprogram”) Affected:
Requestor: Community & Regional Affairs Local Government Assistance

Committee
EXPENDITURES/REVENUES:  (Thousands of Dollars)

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

TOTAL OPERATING -0-  -0- _0- _0- _0- _0-
! CAPITAL -0-  -0- -0- -0- -0- -0-
REVENUE -0-  -0- -0- -0- -0- _0-

FUNDING:  (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

-0-  -0- -0- -0- cQ- _0-
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
-0-  -0- "D- -0- -0- -0-

I11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Sponsor did not indicate.

IV. ANALYSIS: Attach a separate naoe for any Analysis

Prepared By: Terrv Ear.lev Phone: 465-4730
Division: Local Government /UreTstancp” N Date: 3/25/83
Approved by Commissioner” Date: 3/25/83
Department: Commnnt-i"v & Rrv~ionnl Affaire:

Distribution:

Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills)

Copy to Department (for Governor introduced bills)

Copy to Sponsor

Copy to Requestor (if different from Sponsor) 3/8/83



March 29, 1983

To: Senate Community and Regional Affairs Committee
From: Ginny Chitwood, Executive Director
Re: SB 67 - Utility Relocation Costs

Municipalities oppose SB 67 because the issue is a local one and should
be resolved at the local level. This bill would amend Title 29, Chapter
25 - Protection and Use of State Highways and Roads (emphasis added).
The changes in SB 67, however, don"t relate to state roads; they deal
with local roads.

It is easy to understand why there 1is a provision in law for the state
to pay the utility relocation costs since 95% of the funding is paid by
the federal government. In municipal road projects, however, there 1is
no way to shift 95% of the costs to a non-resident third party. The
costs are paid by the local taxpayer unless the municipality receives a
specific state grant for a specific project.

Since cost figures vary widely depending on the circumstances of each
road project, 1 was not able to generate any average municipal cost per
mile figures, but 1 do have genera] comments from several
municipalities.

City of Palmer - Manager David Soulak estimates the provisions of SB 67,
without section 5, would cause a 5% to 15% 1increase on three road
projects currently being planned. In many cases, utilities are not
where they®"re supposed to be. He doesn®"t think that municipalities
should have to pay for wutility mistakes, but does not oppose the
municipality paying to relocate the utility if it is put in according to
a permit.

Matanuska-Susitna Borough - Manager Gary Thurlow basically agrees with
Soulak.

City and Borough of Sitka - Administrator Rocky Gutierrez believes that
municipalities shouldn®t be in state statutes except in Title 29. Sitka

has worked out an agreement with the non-municipal utilities.

City of Kodiak - Manager Sam Gesko opposes section 3 of the bill, making
the relocation costs a municipal responsibility.

City of Fairbanks - Manager Wally Droz says there would be no effect on

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



the City of Fairbanks because their policy is to pay relocation costs,
although the utility pays for any upgrades.

Fairbanks North Star Borough - Public Works Director Don Moore reports
that current borough practice is for the utility to pay relocation costs
so shifting the cost to municipalities would cut down on the amount of
road work that could be done with the available money.

City and Borough of Juneau - Public Works Director George Porter says
that cost allocations are decided on a case by case basis, depending on
whether the utility is where it was supposed to be, the age of the line,
etc.

City of Ketchikan - City Manager Jim Van Altvorst estimates that the
bill would cost the city an estimated $50,000 this"year.

Municipality of Anchorage - Public Works Director Paul Diener believes
that this is a local issue. Anchorage has a new ordinance in the works
that would require the municipality to pay the relocation costs if the
utility has a permit and is at the location specified in the permit; 1in
other cases, the utility would be required to pay.

City of Kenai - Paying relocation costs would cut down the amount of
road work the city could do. Attorney Tim Rogers points out that common
law indicates that "Rights 1in streets or highways....are at all times

held in subordination to the superior rights of the public”.
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COUNCIL-MANAGER GOVERNMENT
P.0. BOX 13G8+PHONE (907) 745-3271
PALMER, ALASKA 99645

March 21, 1£83

The Honorable Richard 1. Eliason
State Capitol

Pouch V

Juneau, Alaska 99811

RE: CS for Senate Bill No. 67
Dear Senator Eliason,

During our discussion this past Saturday, March 19, 1983 in Anchorage, 1 pointed
out a question of service life of a facility.

Since the majority of the state is under the Rural Electrification Administration
rules, the service li“e of a facility is thirty-five (35) years. In a relocation
that may be borne eitner by the State or Municipality, there is no credit allowed for
the expanded service life of a facility.

I would recommend that your committee consider this service life in your bill so
that this credit is included in the applicable relocation costs. Beyond
the service life, there should be no relocation costs.

Should you have any questions, please contact me.

Yours truly,

David L. Soulak
City Manager
City of Palmer

DLS/cac -
cc: Senator Kerttula

Representatives Larson and Lacher
Alaska Municipal League



