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Representative Steve Frank
Page 6
February 29, 1988

Corporation appears to have ample legal authority to
structure or restructure loans that are potentially or

actually delinquent.
Retirement Funds investments:

The commissioner of revenue may invest the surpluses of the
Public Employeesl Retirement System and the Teachers®™ Re—
tirement System in, among other permissible investments
specified by law, residential mortgages. AS 39.35.-
110(a)(10) (for the Public Employees™ Retirement System) and
AS 14.35.180(b) (10) (for the Teachers®" Retirement System)
authorize the commissioner to invest in "first lien real
estate mortgages guaranteed by the federal Veterans Adminis—
tration.” AS 39.35.110(a)(11) and (12) and \S 14.35.-
180(b)(11) and (12) authorize investments involving other
kinds of residential mortgages, subject to specific
limitations set out in those paragraphs and in AS 39.-
35.110(e) and AS 14.25.180(e), respectively.

As to each of the two retirement programs, the commissioner
is authorized by law to "do all acts whether or not express—
ly authorized which are considered necessary or proper for
the protection of the investments held m the pension fund."
AS 39.35.110(d); AS 14.25.180(d).

JBC:bb
wkb3/7047



Representative Steve Frank
Page 7
February 29, 1988

FOOTNOTES

1./ The loans of the Alaska Housing Finance Corpora—
tion may be classified among the following specific loan
programs:

-- home ownership assistance program (a program to
provide mortgage subsidies to persons of low and moder —
ate income);

-- mobile home loan purchase program (a program to
provide low-cost financing for mobile homes);

-- pledged account mortgage program (a program to
assist persons with sufficient assets but whose income
does not meet the minimum monthly income requirements
generally applicable to the corporation®s loan pro—
grams );

- second mortgage loan program (a program to pro—
vide low-interest loans for home improvements or reha—
bilitation in order to make the units more habitable,
and to finance second mortgages 1in order to allow home
purchases);

-- taxable mortgage program conventional loan (the
principal AHFC homeowner assistance program, applicable
to owner-occupied units);

-- tri-plex and four-plex mortgage loan program (a
program to allow the purchase of owner-occupied tri-
and four-plex units);

-- veterans"™ mortgage program (a program to pro—
vide additional assistance tc qualifying veterans
through a reduced interest rate);

2./ The Department of Community and Regional Affairs®
loans involve the following specific programs:

-- rural owner-occupied housing (a program to pro—
vide financing to qualified borrowers for the construc—
tion, purchase, or rehabilitation of a housing unit,
limited to single iumily units and duplexes, for use as
the borrower®"s principal residence);

-- rural non-owner-occupied housing (a program to
provide financing to qualified borrowers for the con-—
struction, purchase, or rehabilitation of a multiple
unit housing project, generally two to eight units,
though larger under extraordinary circumstances);



Representative Steve Frank
Page 8
February 29, 1988

-- home ownership assistance housing (a program to
provide assistance to persons of lower and moderate
income to purchase or construct single-family, owner-
occupied dwellings, through the use of subsidized in-—
terest payment support).

3/ A January 23, 1984, Opinion of the Attorney
General provides guidance to the Department of Community and
Regional Affairs as to the proper handling of the repayments
of principal and interest earnings on loans made from the
loan fund before and after the 1983 amendment establishing
it as a revolving fund.

4/ "Revolving loan funds provide for the return to
the funcf of repayments by borrowers of the principal (and
frequently the interest on that principal) which was loaned
to them from the fund so that new loans can bo made on a
continuing basis." 1982 Opinions of the Attorney General
#13, November 30, 1982, at page 12.

JBC:bb
wkb3/047
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Fairbanks North Star B orough

809 Pioneer Road - P.0. Box 1267 - Fairberks, Alaska 99707 - 907 452-4761

April 25 1983 541

Representatjve Heinrich (Henry) Springer
0. %x 5%

Klome, ?aska 2

Dear Representative Springer:

nclosed is _a copy of Resolution No. 8&05? dooted. by__the™ Fairbanks
E‘ort% éjtar B rou&% Assem%l at. Its meeting 0 &Jan? | , sugp?rtm
cfianges to State” Law to Jermn creating” municipal Incentives to" foste
The Fairbanks Nortg Star Borough respectfully supports the proposed
statutory changes and urges your support too.

Sincerely,

Howa'rd "Buzz" Oftis'
Presﬂldng %mer



By: Howard "Bui2" Otis

Introduced: 04/1*1/88
Amended: 04/19/88
Adopted: 04/19/88

RESOLUTION NO. 88-059

A RESOLUTION IN SUPPORT OF CHANCES TO STATE LAW
TO PERMIT CREATING MUNICIPAL INCENTIVES TO
FOSTER ECONOMIC DEVELOPMENT

WHEREAS, economic development and diversification are necessary

to pull the Alaska economy from Its current doldrums; and

WHEREAS, a method of fostering economic develop Is for local

governments to offer Incentives to develop; and

WHEREAS, this body has supported enactment of legislation to

enact granting of tax Incentives; and

WHEREAS, the Alaska Municipal League has urged the Alaska
Legislature to adopt legislation which would allow municipalities to offer for

a five year period property tax Incentives to new and expanding Industry

and businesses; and

WHEREAS, appropriate legislation to accomplish these ends has

been proposed by Anchorage Economic Development Corporation.

NOW, THEREFORE, BE IT RESOLVED by the Assembly of the
Fairbanks North Star Borough that the draft act entitled "An Act relating
to exemption form taxation by a municipality of economic development; and
providing for an effective date"”, attached hereto has attachment 1, and a
draft entitled "An Act relating to reduce utility rates, fees and charges
for qualified economic development projects and providing for an effective

date"” attached hereto as attachment 2, are endorsed.

BE IT FURTHER RESOLVED, that these proposed statutory

changes should be enacted during this session.

BE IT FURTHER RESOLVED, ihai copies of this resolution shail

be forwarded to the Legislature and Governor.

PASSED AND APPROVED THIS 19TH DAY OF APRIL, 1908.

Presiding Officer

ATTEST:



Page Two of Two

subsection where it finds that the exemption would result
in an unreasonable competitive disadvantage to other
businesses in the municipality. For purposes of this
subsection, "economic development property™ means real or
personal property that may be depreciated for federal
income tax purposes, and whose use in a trade or business
will (i) create employment in the municipality, and (ii)
generate sales, a substantial part of whose dollar volume
will represent an increase in the dollar volume of sales to

H jxrb
non-residents of the municipality of good3 or services

produced in the municipality.

* Sec 2. This Act takes effect immediately in accordance

th AS 01.10.070(c).

A80012
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42.05.221 - 42.05.281, 42.05.381(f) and 42.05.385.
However,

(1) the governing body of a political subdivision may
elect to be subject to this chapter; and

(2) a utility or electric operating entity that is
owned and operated by a political subdivision and that
directly competes with another utility or electric
operating entity is subject to this chapter and any other
utility or electric operating entity owned and operated by
the political subdivision is also subject to this chapter.
* Sec. 3. AS 42.05.720 is amended by adding a new paragraph

read;

(9) "qualified economic development project” means a
plant or facility used or intended for use in connection
with making, processing, preparing, assembling, or
producing goods, products, or substances; or in connection
with developing or utilizing a natural resource; or in
connection with transportation of goods, products, or
substances; or commercial activity including storage of
goods, products, or substances and wholesale and retail
trade which will create new economic activity in the state
or significantly expand existing economic activity and
which has been certified for a specified period not
exceeding five years in duration as such a project by the
legislative body of the municipality within which the
project is located or an economic development corporation,

board or commission created by the legislative body of the

A190272
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Original sponsors: Rules/House Members of
tho? Joint Committee on
Economic Recovery

BY THE COMMUNITY AND REGIONAL
IN THE HOUSE AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 557 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an exemption or deferral from
municipal taxation for economic development property;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.45.050 isamended by adding a new subsection to
read:

(1) A municipality may by ordinance exempt or defer from taxa-
tion, in whole or in part, economic development property. An ordi-
nance adopted under this subsection may not provide for an exemption
or deferral that exceeds five years in duration, must establish spe-
cific eligibility requirements for the exemption or deferral, must
require a written application for each exemption or deferral demon-
strating eligibility, and mustsubject each exemption or deferral to
approval by the governing body after a public hearing. The governing
body may deny an exemption or deferral under this subsection If it
finds that the exemption or deferral would result in an unreasonable
competitive disadvantage to other businesses in the municipality. In
this subsection "economic development property” means real or personal
property that may be depreciated for federal income tax purposes and
Is used in a trade or business in a way that

(1) creates new employment in the municipality by generat-
ing sales outside of the municipality of goods or services produced in

the municipality j or
(2) materially reduces the importation of goods or services
-1- CSHB 557(C&RA)



from suppliers outside the municipality.
* Sec. 2. This Act takes effect January 1, 1989,

CSHB 557(C8RA) 2-
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DEPT. OF COMMUNITY & REGIONAL AFFAIRS

OFFICE OF THE COMMISSIONEFRt

April 15, 1988
.POSITION PAPER

1§ .

RE ﬁdu%e Bill 557 "An Act reIatlnIg
deferral from munjcipal taxation for
property; and providing for an effective

STEVE COWPER, GOVERNOR

O P.O. BOXB

JUNEAU. ALASKA 99811-2100
PHONE: (907) 465-4700

O 949 E 36THAVENUE, SUITE 400

ANCHORAGE, ALASKA 99508-4302
PHONE: (907) 563-1073

exemption or

econom|c development
date."

SPONSOR:  House Joint Committee on Economic Recovery

Program Summary

This bill relates to property taxes and adds a section to the

gmonal exemptions ~that “municipalities
.050. An ordinance adopted under
aIIow municipalities to exempt of part|a|t|ﬁ/t
a
economjc” development property. In ordér to q
exempt|on or deferment the property must fulfill
eligibility requirements and must create

partially defer from taxation property

provioe ggods or services that are used
the municipality.

Comments

The language in HB 557 is consistent with

serves ‘a positive, public purpose and
%mdance to mun|C|paI|t|es he anary
0 assist municipalities currently,

economic development. Those activities
this Department, and w

Marty *Rutherfb<d?

adopt under
section would

exempt or defer or

classified as

for any tax
certain Tocal
mployment and
exported from

eX|st|ng statutes,

direction and

focus of this hill is
seéking ways to encourage

fully promoted Dy
we support passage of this Dbill.

Acting Deputy Commissioner

21-P1LH
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o HOUSE COMMITTEE REPORT

Date referred: 4/12/88 FURTHER REFERRALS: Finance

AR20 1988

DATE:
Community and ,
The Regional  Affairs Committee has considered  HB 557

"An Act relating to an exemption or deferral from municipal taxation for
economic development property; and providing for an effective date."

RECOMMENDS: |
replace with (:ES HE SS°: (CRS) [\{] the same title

tX ] .
[ ] attached amendment(s) [ ] anew title
{)(1. do Pass
] do not pass
[ ] no recommendation
[ ] individual recommendations
[ ] additional referral to the Committee
ADOPTS: ¢ ] letter of intent
ATTACHES NEW FISCAL NOTE(s)
[ ] fiscal impact [ ] same as previous fiscal note
["] zero fiscal note published
[ ] zero with analysis [ ] same as previous zero fiscal
note published
SIGNING DO PASS! SIGNING OTHER RECOMMENDATIONS:
Cu+0
Co/lins
Zaujo cJo
p

Chairman®s signature
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STEVE COWPER, GOVERNOR
Vi/

I=KI*T. OF COMMUNITY & IIECXONAL AFFAIRS

MUNICIPAL & REGIONAL ASSISTANCE DIVISION

I'|= "h ‘h
AlG Lo
"/A\\ FV‘-"",

April 21, 1988

norable Henr){ Springer
State Legislature
X

Dear Representative Springer:

In the hearing on CSHB557 yesterday, you mentioned the number
of property ‘tax exemption” bills "~ yol had seen before the
egislature’ this session and took a sympathetic position for
those who do not enjoy such exemptions,” and, in fact, wind up
making up the difference |n taxes for each exemption granted.
As | “am sure you can imagine, the Off|ce of the State Assessor
shares  that “sympathy, ‘and our ?eneral position on most
exemption proposals is” one of opposition

Your comment, however, alonF? with some recent discussion hefore
the Senate Community and egional Aff a|rs Comm|ttee prompted
us to do some researc In the area of local (Emon exemptions
to see how man)() of the exempt|ons available er AS 29.45.050
have actuall een adopted Dy mun|0|pal|t|es in recent years.
We believe you will fina the fesults interesting.



The Honorable Henry Springer
April 21, 1988
Page Two

Enclosed is a chart on that subject showing the amount of
activity which has occurred since” September,” 1 72, when the
original Title 29 rewrite took place. You will ~ te there are
question marks beside two of our estimates. In those two cases
we were not certain about the actual number but we believe
those listed to he correct. There are a total of 25
mun|C| alities in the State which current¥ levy Property
tax. The reason certain of the numbers in hef|rst coumn d
not equal 25 |s because some communities had already  adopted
various typs 0 exempUﬁns prior to the 1972 rewrite, and
grandfathered” in under the rewrite language.

We hope you find this chart interesting and beneficial. [If you
have questions regarding this information, please do not
nesitate to contact “me.

Sincerely,
Mike Worley
State Assessor
Enclosure
cc: Arliss Sturgulewski, Chair

S ate Community and Regional
Affairs Committee



The following_ statistics apply to the adoption of municipal property tax exemptions since
Sep mber 1972,  Colump one shows the number of municipalities which had the optipn to exempt

cer rproperhes Column two shows the number of municipalities which actually did adopt th-
exe ptlo S
Opt|o nal ex emptions under Available to this. number Number of municipalities
AS.29.45.050 of municipalities actually adopting the exemption
a $10,000 residential 25 5
b le) boats @ $5 and $15 10 1
b)(2)(A) commumty purposes property 25 2
h)(2 EB; historic sites 25 0(?)
b)(2)(C nonprofit aPncuItural 25 0
b) (3 all personal property 20 2
bE43 business inventories 13 3
b)(5 motor vehicles 13 2
e land and wetlands 25 0
f; new maintenance (residential) 29 1
% addition to home 25 0
) fire protection 25 0
(i) Senior/DisabledVets
, _over $150,000 25 2
L) timber processing 25 1
5 ) EPA facilities 25 1(?)
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Original sponsors: Rules/House Members of
the Joint Committee on
Economic Recovery

IN THE HOUSE EFF/WRESC?ZIE)AI\I\/IAI\LJII\HTT\EEAND REGIONAL
CS FOR HOUSE BILL NO. 557 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an exemption or deferral from

municipal taxation for economic development property,
and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OFTHE STATE OF ALASKA:
* Section 1. AS 29.45.050 1is amended by adding a new subsection to

read:

(1) A municipality may by ordinance exempt or defer from tax

tion, in whole or in part, economic development property. An ordi-
nance adopted under this subsection may not provide for an exemption
or deferral that exceeds five years in duration, must establish spe-
cific eligibility requirements for tiie exemption or deferral, must
require a written application for each exemption or deferral demon-
strating eligibility, and must subject each exemptionor deferral to
approval by the governing body after apublic hearing.The governing
body may deny an exemption or deferral under this subsection if it
finds that the exemption or deferral would result in an unreasonable
competitive disadvantage to other businesses in the municipality. In
this subsection "economic development property” means real or personal
property that may be depreciated for federal income tax purposes and
Is used in a trade or business in a way that

(1) creates new employment in the municipality by generat-
ing sales outside of the municipality of goods or services produced in

? the municipality; or
(2) materially reduces the importation of goods or services

-1- CSHB 557 (C&RA)
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L from suppliers outside the municipality.

* Sec. 2.

CSHB 557 (C&RA)

This Act takes effect January I,

1989.

WORK DRAFT
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Alaska S>tate Hegislature

Pouch V
Stale Capilol

House ofRepresentatives Juneau. Alaska WNII
(907] 465-4833

Committee on
Community & Regional A ffairs

Date: April 13, 1988
T0: Rep. Henry Springer, Chairman HCRA
FROM: David C. Harrison, HCRA Staff

SUBJECT: HB 557 "An Act relating to an exemption or
deferral from municipal taxation for economic
development property, and providing for an

of itk icdchiE B Rick Gk idcick kkick Ktdckkkaddtek ke ikickicickiglade

Section 1. AS 29..45050 is amended by adding a new
section under municipal statutes concerning optional tax
exemptions.

REVIEW:

This bill would allow the governing body of a municipality
to provide a limited exemption or deferral from municipal
taxation for (delete comma and add the word) new economic
development property. (by adding the word new before
economic development property restricts allowable exemptions
or deferrals thereby encouraging new economic developments.)

Conditions for exemptions may be in whole or in part for
gconomlc development property and cannot exceed five years
uration,

Municipality must establish specific eligibility
requirements for the exemptions and deferrals wherebhy
written applications show need or demonstrate eI|g||b|I|ty
subjecting each exemption or deferral to approval by the
governing body after a public hearing.

Emphasis is that strong local ~control in municipal, tax
exemption or deferrals 1s assured. Denial of application
would be based upon determination that such tax exemptions
or deferrals would result in unreasonalbe competitive
disadvantage to other businesses in the municipality.

Definition of "economic development property" is that:

L. Property that may be depreciated for federal income
tax purposes;



Page 2 Definitions continued: HB 557

2. Is used in a trade or business in a way that creates
em(jaloyment in the municipality f(delete coma generates) and
ad generating sales outside of the municipality of goods
or services produced in the municipality, or materially
reduces the importation of goods or services from suppliers
outside the municipality.

Allowing municipalities an option to assist in economic
recovery and investment through tax exemption and deferrals,
if they so choose, provides Dbothprivate  and public
sectors an avenue to work together in stimulating economic
opportunities locally.

The process,specifics and conditions Blaced in the hill
should prevent over shifting of the tax burden to property
owners. No doubt, municipalities, the private sector and
state level efforts are necessaryto speed and enhance
economic recovery in the State of Alaska.



Introduced: 4/12/88 5-2143A
Referred: Community & Regional
Affairs and Finance U o'

/V*

BY THE RULES COMMITTEE
BY REQUEST OF THE HOUSE MEMBERS
OF THE JOINT COMMITTEE ON
IN THE HOUSE ECONOMIC RECOVERY
HOUSE BILL NO. 557
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an exemption or deferral from
municipal taxation for economic development property;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.45.050 1is amended by adding a new subsection to
read:

(1) A municipality may by ordinance exempt or defer from taxa-
tion, 1in whole or in parte;or1omic development property. An ordi-
nance adopted under this subsection may not provide for an exemption
or deferral that exceeds five years in duration, must establish spe—
cific eligibility requirements for the exemption or deferral, must
require a written application for each exemption or deferral demon-—
strating eligibility, and must subject each exemption or deferral to
approval by the governing body after a public hearing. The governing
body may deny an exemption or deferral under this subsection if it
finds that the exemption or deferral would result in an unreasonable
competitive disadvantage to other businesses in the municipality. In
this subsection "economic development property"™ means real or personal
property that may be depreciated for federal income tax purposes and
is used in a trade or business in a way that creates employment in the
municipality”™ w N ales outside of the municipality of goods or
services produced in the municipality, or materially reduces the
importation of goods or services from suppliers outside the municipal —

ity.

H30557A -1- HB 557
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March 31, 1988 corporation

Honorable Max Gruenberg
House of Representatives
Alaska State Legislature

P.0. Box V

Juneau, Alaska 99811

Dear Representative Gruenberg:

. Recently you received from my office two pieces of draft, |
legislation Tegarding economic development incentives. Specifically,
ope would give local ﬁovernments the authority to offer property tax
abatements “and the other would allow utilities to offer econgmit
development incentive rates. Both bills contain strong provisions for
local control and oversight and strong safeguards that ensure public

Process.

, This letter is to reconve¥ those bills to you with some slight
improvements,  Those passages that are underlinéd have been added or
redrafted. However, none 0f the changes are substantive, just some fine

tuning.

. The support for this Jegislation is broad and growing. Groups as
diverse as the Alaska Municipal League, the Anchorage Chamber of
Commerce and the Anchorage Board of "Realtors have endorsed it
specifically or in concept. These groups understand the real need for
some tools with which to conduct economic development.

Again, we would welcome any comments on these bills and appreciate
your time and support,

Respectfully submitted,

Scott E. Hawkins
President and CEO

Attachments: ,
1) Revised Bills _ o
2 Position Statements from Various Organizations
3) Survey of U.S. Cities"' Use of Economic Development Tools

550 West 7th Avenue
it 850
Anchorage, AK 99501

Telephone (907) 258-3700



Page Two

Neither of these draft bills are designed to increase
the burden on taxpayers or consumers. Both are oriented
toward generating néw revenue, albeit at a lower rate in the
early years. Further, both are tar?eted at "exPort"
busineSses, which means businesses that primarily serve ,
customers outside of the local jurisdiction. This will avoid
simply |ntens|fy|n% the competition in "support”™ industries
such as retail ‘trade, wholesale trade and services.

years in Juneau that
truly improves
The enclosed bills

You probably have found during your
oPportunmes to’ support legislation that
Alaska's competitive position are rare.
are two such opportunities.

We would welcome your support and, as always, encourage
your comments.

Respectfully submitted,

Scott E. Hawkins
President & CEO

Enclosures
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March 23, 1988

orable M xGruenberg
se 0 resentatives

Re
te/te Legislature

Dear Representative Gruenberg:

AIthougfh the 1988 Leg|s|at|ve session is more than half
OVer, orwarding for your consideration two pieces of
draft Ie%|s ation that, if adopted, will significantly
enhance the ability of local areas to condutt economic
development, One allows local governments to offer tax
incentives to businesses that locate . 'expand in their _
jurisdictions. The other allows utiliv s to offer economic
development incentive rates to new or expanding businesses.

The best phrase to describe both of these initiatives s

"local control." At present, the clear statutory authority
to offer these incentives is Iack|ng1 Our intent is to make
mese tools available to those local areas that choose to use

em.

_ The need for this Ie?|s|at|on S Pamfull clear. In
{ust a few short months o Peratlon AE.D.C. has found
hat it has precious few tools with which to conduct
economic development. In conversations or correspondence
with firms that have some interest in Iocath or expanqu

n Anchorage, we find that we bring very littfe to the tab

|
In most caSes we are reduced to belng ¢ eerleaders or
promoters, while similar organizations in other U.S cities
offer attractive inducements that add credence to their
promotions and give businesses a clear signal that they are
welcome there.

550 West 7th Avenue
QUIte 850
Anchorage, AK 99501

Telephone (907J 258-3700
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Nejther of these draft bills are designed to increase
the burden on taxpayers or consumers. Both are oriented
toward generating néw revenue, albeit at a lower rate in the
early years. Further, both are tar?eted at "ex’oort”
busineSses, which means businesses that primarily serve _
customers outside of the local jurisdiction. THis will avoid
simply intensifying the competition in "support" industries
such as retail ‘trade, wholesale trade and services.

You probably have found during your years in Juneau that
oPportunmes to support legislation " that truly improves
Alaska's competitive position are rare. The enclosed bills
are two such opportunities.

We would welcome your support and, as always, encourage
your comments,

Respectfully submitted,

Scott E. Hawkins
President & CEO

Enclosures



State of Alaska
House Majority Ixader PO BOXV

JUNE 99811
COMMITTEES

A
S IQU Representative Max F. Gruenberg, Jr. ANCH %8

District 11
Spenard, Upper Midtown Anchorage

MEMORANDUM
TO: REPRESENTATIVE HENRY SPRINGER, CHAIR
HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE
FROM: MAX F. GRUENBERG, JR.. HOUSE CHAIR
JOINT COMMITTEE ON ECONOMIC RECOVERY

DATE: APRIL 13, 1988

RE: JOINT COMMITTEE LEGISLATION

| would appreciate your consideration of HB 557 at your
earliest conveniencé. HB 557, "An Act relat|n% to an _
exemption or deferral from municipal taxation Tor economic
development progerty; and providing for an effective date" was
developed by the Anchorage Econgmit Development Corporation
and considered by the members of the House side of the Joint
Commijttee on Economic Recovery at our April s and pmeetln%s.
This bill was then introduced”at the House members' request hy
the House Rules Committee.

HB 557 would allow the governing ho
provide a limited exemption or defe 0
economic development property. e 0se his
legislation s to encouraga economic growth and investment as
well as provMe,?reater opportunities “for employment within
those municipalities that choose to provide this exemption or
deferral, Again, this bill 3|mPI¥ enables local governments
to use this économic development tool, if they so"choose

have also attached correspondence from the Alaska Economic
evelopment Corporation regarding this legislation.

v
hope you can speedH¥ schedule this bill before your
ommittée to enhance its chance of passage this session.

If you have anX questions please give Tom Begich of my staff a
call at 465-3718 or 465-4968.

Thanks.

attachments

dy of a municipality to
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POOCH Y . STATE CAPtTC*,
JUNEAU, ALASKA 99811
907-L65-3800

LEAS AMVE AHFAIRS ACHNCY
LEGISLATIVE REFERENCE LIBRARY

May, 1988

Copies of iri'."Jtes listed below were originally included
in this filt. The minutes are available on the STAIRS
database CMPR. In order to save.space copies of minutes

have not been left in the files. ,
Mary Van Nimwegen

[4 + 5 A w-iz-sff 36p,»v



BILL PREPARATION/ACTION*

Bill # mHSS9 Date Referred: Out:
Title: GalU h UiZZiWis. N 1nO- iMCotl  MedOMQ juyyx Wi xxma)  Ta’ojhan
sponsor: @M  CVriL™Xluu? Referrals:/ML/EA * M C_

CONTACTS**************************************************************

Name

kkhkhkkkkhhkkhkhkhhhkkhkhkhhhhhhkhkhhhkhhhhkrdhhhkdhdhkhdhhhkdhdhkhdhhkkddhkkdcdhkkddx*x

REMARKS:

MEETlNGS-*************************************************************

Date Action
-gg 0S /2Wcrn

*See other side for additional information. CONTAC.TXT
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BILL PREPARATION/ACTION*

Bill # 48559 Date Referred: Out:
Title: C jlalZul J/tAlluvoi*. tm)- uuicenm. hou>iM 4 ham |AjJaliivn
Sponsor:  dtfLfi Referrals./-/CIEAhT QamiL u*+*—

CONTACTS-*************************************************************

Name

khkkhkkkhkhkkhhhkkhhkhkhkhhhkhhhkkhhhkdhdhhkrdhkhhkdhhhkhhhhkkdhhhkhkhkhkkddhkkkcdkkkd,x*x

REMARKS:

MEET'NGS-*************************************************************

Date Action
~(19 0S

*See other side for additional information. CONTAC.TXT
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P.0. BOX 1608 PALMER, ALASKA 89%64&-1608 « PHONE 745-9642

ASSESSMENT DEPARTMENT
May 3, 1988
T0: House Community & Regional Affairs Committee
House Finance Committee "
FROMt Gary A Lewis, Borough Assets

SUBJECT: CSHB 559

This substitute bill substantially ohanges the effeot on looal municipalities
from the original bill,

Originally the bill contained mandate exemption from looal property tax of
any unreoorded interest of an individual residing in property developed or
improved with federal funds for low-inoome housing and managed by the Alaska
State Building Authority or a regional housing authority formed under
AS18,55*996,

The Committee Substitute ohanges character of exemption to a looal option
whioh has considerable effeot on formula funding programs;

1. The optional exemption implies addition of these undefined
interests in annual Full Value Determination,

2. The State Assessor oust detoroine value of these interests without
benefit of looal knowledge or notice that there is a bsnefioiftl

interest,

3. No provision has been made for the applioation of offsetting PILT
payments contained in inter-governoental agreements entered into with
the Secretary of Housing and Urban Development or Alaska State
Building Authority. Clearly an equivalent amount of value is taxed
through receipt of payments in lieu of taxes,

1}.  Analysis of frequency of such ﬁrojects Is very disproportionate
among municipalities and will ave great effeot on future
distributions of Revenue Sharing and Sohool Foundation funds.

The original HBS559 presented a more equitable and less oonfusing oolution
whioh would not severely impact some communities differently than oth rs as
regards state shared revenues,

Reoommend passage of HB559 as originally presented.

00. Soott Burgess, AL
John Rale, Manager
Dorothy Jones, Mayor
Assembly Members
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Original sponsor: Community and Regional
Affairs Committee

BY THE COMMUNITY AND REGTONAT,
IN THE ROUSE AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 559 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an exemption from municipal
taxation for certain interests in federally funded
lov-income uousingj and providing for an effective
date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.45.050 is amended by adding e nev subsection to
read:

(1) A municipality me? by ordinance exempt from taxation sn
interest, other than record ownership, in reel property of an indi-
vidual residing in the property if the property has been developed,
improved, or acquired with federal funds for low-income housing and
Is owned or managed as low-income housing by the Alaska State Building
Authority or a regional housing authority formed under AS 18.55,996.
Thie section does not prohibit a municipality from receiving payments
in lieu of taxes authorized under federal law.

* Sec. 2. This Act takes effect January 1, 1989.

1- CSHB 559 (C&RA)



o HOUSE COMMITTEE REPORT

Date referred: 4/13/88 FURTHER REFERRALS: Finance

APR 20 1988

DATE:
Community and _ _
The Regional” Affairs Committee has considered HB 559
HOUSE BILL “NO. o , , , .
"An Act exempting certain interests in low-income housing from municipal
taxation; and providing for an effective date.

RECOMMENDS: _
[ replace with [ ] the same title
[ ] attached amendment(s) a new title
[*] do pass
[ ] do not pass
[ ] no recommendation
[ ] individual recommendations
[ ] additional referral to the Committee
ADOPTS: [ ] letter of intent
ATTACHES NEW FISCAL NOTE(s):
[ ) fiscal impact [ ] same as previous fiscal note
cX> zero fiscal note published
[ 1 zero with analysis [ ] same as previous zero fiscal
note published
SIGNIN6J3P PASS: SIGNING OTHER RECOMMENDATIONS:
Collns
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Original sponsor: Community and Regional
Affairs Committee

IN THE SENATE
CS FOR -SENATE- BILL NO. 500 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act vrelating to an exemption from municipal
taxation for certain interests in federally funded
low-income housing; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.45.050 is amended by adding a new subsection to
read:

(1) A municipality may by ordinance exempt from taxation an
interest, other than record ownership, in real property of an indi-
vidual residing in the property if the property has been developed,
improved, or acquired with federal funds for low-income housing and
iIs owned or managed as low-income housing by the Alaska State Building
Authority or a regional housing authority formed under AS 18.55.996.
This section does not prohibit a municipality from receiving payments
in lieu of taxes authorized under federal law.

* Sec. 2. This Act takes effect January 1, 1989.

-3--£? - S<r

UJdi- is cT

' -1- CSSB 500( )
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HB 559 - Mun|C| aI Tax Exemcotmn/Low Income Housing
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5-21518B
(uj) H&s s Cook
4/19/88

Original sponsor: Community and Regional
Affairs Committee

IN THE HOUSE RFF/T\TRESC%AMI\%'\HTTEEAND RECIONAL
CS FOR HOUSE BILL NO. 559 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an exemption from municipal

taxation for certain interests in federally funded
low-income housing; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.45.050 is amended by adding a new subsection to
read:

(1) A municipality may by ordinance exempt from taxation an
interest, other than record ownership, in real property of an indi-
vidual residing in the property if the property has been developed,
improved, or acquired with federal funds for low-income housing and
is owned or managed as low-income housing by the Alaska State Building
Authority or a regional housing authority formed under AS 18.55.996.
This section does not prohibit a municipality from receiving payments
in lieu of taxes authorized under federal law.

* Sec. 2. This Act takes effect January 1, 1989,

-1- CSHB 559 (C&RA)



STATE OF ALASKA
1988 LEGISLATIVE SESSION

FISCAL NOTE

REQUEST:

Revision Date:
Title:"An act, .exemption..low
housing from municipal

income
taxation..
Sponsor: Community s Regional

(J7)TffB s s ?

BILLVERSION: CSHB 559

PUBLISHDATE:

AtiairsTIlomm. Components e.

Requestor:

EXPENDITURES/REVENUES:

OPERATING FY 88

(Thousands of Dollars)
FY 89

FY 90

FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS

TOTAL OPERATING

CAPITAL

REVENUE

FUNDING:

GENERALFUND
FEDERAL FUNDS
OTHER
TOTAL

(Thousands of Dollars)

-0- _o_

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS (Attach a separate page ifnecessary)

Prepared by :
Division «

Deputy Director

Municipal & Regional Assistance

Approved by Commissioner N (
Agency : Community fr-~Flegional Affairs

Distribudon (by preparer):
Legislauve Finance
Legislauve Sponsor
Requestor
Officeof Management and Budget
Impacted Agency(ies)

Phone

TW-

Date:

Agency Affected: Community & Regional
BRU:

FY 92 FY 93
-0- -0-
-0- -0-
-0- -0-
-0- -0-

_465-4750
4/18/A8

page. of

Affairs



STEVE COWPER, GOVERNOR

1 P.O. BOXB
DEI»T. OF COMMUNITY & REGIONAL AFFAIRS JUNEAU. ALASKA 99811-2100
| PHONE: (907) 465-4700
OFHCE OF THE COMMISSIONER

O 949 E 36TH AVENUE. SUITE 400
ANCHORAGE. ALASKA 99508-4302
PHONE: (907) 563-1073

April 11, 1988

POSITION PAPER

RE:  Senate Bill 500: "An Act exemptrn? certain interests in
low - mcome housrng from municipal faxation; and providing
for an effective date.”

SPONSOR:  Community & Regional Affairs Committee

Program Effects of Bill

The bill would reaurre the prrvately held property interests . in

Alaska State mN?—IA Authority (ASBA? and Regional Native

Housing Authorit rom municipal propert
taxesg y P property

to De exempt
Departmental Position

Support passage.

Comments

In a draft Iet(%al opinion dated January 21, 1988, the Department

of Law took position that the privately held interests in
RNHA property are currently taxable by municipalitjes under
Alaska law. ~Although munrctp alities do "not levy against those

property interests at this tim

e, it is certain ‘they will begin
doing so under that draft opinion. In the event SB"500 does not
become law, and municipalities, do begin. to Y propertz taxes
garnst those Interests, the draft o%rnron sta ed rturther that
dssr rrtty exists tat de ederal aw HUD would be
requrre to withdraw funding fo the RNHA projects

The department does not believe a tax should be levied against
the Iow income occupants, of RNHA or ASBA housrnr]q Coupled with
th eref the possibility that Alaska could lose federal
undrn% for RHN projects across the State has persuaded us to
support passage of the bill.

21-P1LH



£og8 L ECISLATVE SESsion BLLVERSION. 55 509

FISCAL NOTE

REQUEST:
Revision Date: Agency Affected:Department of Education
Title :"An Act exempting low-income BRU : K-12 support

ousin.g §rom municipal, taxation.™
§p0n50r- enate &m emrmlttee Components : Foundation Progranm

Requestor: Senate C&RA Committee

EXPENDITURES/REVENUES: (Thousands of Dol lars)
OPERATING FY88 FY@ FY% FY91 FY92 FY 03
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
cRANTS.CLAMS  mo-  —e- ~o- 354 3/32 3919
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- 3554 3732 3919
CAPITAL
REVENUE
FUNDING:  (Thousands of Dollars) )
GENERALEUND -0- -0- -0- 3554 3732 3919
FEDERAL FUNDS
OTHER
TOTAL -0- -0- -0- 355.4 373.2 391.9
POSITIONS:
FULL-TIME -0 - -0 - -0 - -0 - -0 - -0 -
PART-TIME
TEMPORARY
ANALlYSIS : (Attach a separate page ifnecessary) . .
It is estimated the property tax exemptions required under SB 500 would
reduce the Full Value Determination statewide by $88,841750. At the four
mill requirement for edu&atmn f%rédm% under AS 14.17.025, Tocal effort
would subsequently be reduced by $355,200.
Preparedby:a * . _a MCirr*Phone: 465-4750

Division: Municipal Date:

Approved by Commissioner: Date:
Agency: Community &

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office ofManagement and Budget
Impacted Agency(ies) page. of
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DRAFT

Hon. David G. Hoffman January 21, 1988
Commissioner .
Department of Community & 663-88-0103
Regional Affairs
AND 465-3600

Mike Worley, State Assessor _ _
Taxation of privately
held Eossessory interests
in RNHA property

Marjorie L. Odland
Assistant Attorney General
Governmental Affairs-Juneau

You have asked us to review and expand on our opinion
of July 24, 1985 (1985 Inf. Op. Att'y Gen. (663-85-0449; July
24)), and address the state constitutional issue as to whether
private ﬂossessqry interests in regional Native housing authori-
ties (RNHA) projects, particularly those private interests creat-
ed when a person enters into a federally-authorized homeownership
incentive program (homebuyer agreement), are subject to municipal
property taxation and, if so, whether the federal requirement
that "low income projects” he exempt from municipal taxation ap-
plies to projects that encompass homeownership incentive pro-
grams. In short, it is the opinion of this office that the horae-
buyer agreements create private possessory interests that are
subject to taxation by a municipality. Furthermore, we believe
there is a p033|b|I|t(¥ that federal law requires;that the private
interests created under homebuyer agreements are to be exempt
from local taxation in order to receive federal aid because they
are assisted by annual contributions until such time the homebuy-
er has fee simple title in the property.

|. ALASKA CONSTITUTIONAL ISSUES

~In %/our opinion request, you made reference to article
IX, section 5, of the Alaska Constitution, as belndg a mandate
that private interests in RNHA property must he taxed to the ex-
tent of the interests. Article IX, section 5 reads as follows;

Interests in Governmental Property. Private
leaseholds, concracts, or interests in land or
property owned or held by the United States, the
State, or its political subdivisions, shall be
taxable to the extent of the interests.

This section of the constitution refers solely to "gov-
ernmental™ property. It requires that if the United States, the
state, or a political subdivision, in its proprietary capacity,
conveys an interest in its land for private use (e.g., lease of
state owned airport property) that the holder of the interest in
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the property must be taxed to the extent of the interest the same
as other private proPerty that is taxed by the government. How-
ever, this section of the constitution is inapplicable to proper-
ty of an RNHA. This office has &reV|oust opined that RNHA's are
not state agencies. 1982 Inf. Op. Att'y Gen. (J66-220-82A; June
8) (RNHA's do not have any characteristics common to a state
agency even though RNHA's are established pursuant to statutory
authority; (1) they are not placed in a department in the execu-
tive branch; (2) their members of the board are not appointed nor
serve at the pleasure of the governor; and (3) no annual report
of the RHNA is required to be given to the state government.).
Therefore, the property at issue is not "%overnmental_property"
and the mandate that private interests in the property is taxable
;3 not governed by article IX, section 5 of the Alaska Constitu-
ion.

. Under article X, section 2 of the Alaska Constitution,
axing powers may be delegated to cities and boroughs. Addition-
Ily, article X, section |l states that "a home rule borough or
ity may exercise all legislative powers not Prohlblted by law or

charter." In spite of the broad grant of legislative powers
given by the constitution, it is a general rule that a municipal-
Ity has no inherent power to exempt from taxation property which
it is authorized by statute or charter to tax. However, the leg-
islature may delegate to municipalities the pow%y frp exempt“cer” -
tain prnn?rtv—-ﬂrnm—;taxat|on, or it mav ifrsfilf exempt certain
property from taxation. 16 E. McQuillin, The Law"""ot Munici'tfST
Corporations § 44.65 T33 ed. rev. 1984). In Alaska, the statu-
tory provisions QoncermnP exemptions are found in AS 29.45, et
seq. The established rules of statutory construction are, for
the most  part, applicable tolaws prescribing exemptions from
municipal taxationSuch laws are to" be strictly construed.’
ld., § 44.66. A grant of exemption is never presumed. On the
contrary, no presumption in favor or exemptions will bhe made un-
less plainly or unmistakenly warranted by the letter and spirit
of the law granting the exemption. Ld., § 44.67

t
a
C
b

At present, there is no express law exempting private
property interests held in property ofa housing authority, and
more particularly, property of ‘an RNHA. Therefore, for a borough
or city to exempt bg.ordinance such private interests in ﬁroFer-
tyr ﬁn express, enabling law would have to be enacted by the leg-
iSlature.

A discussion of the private possessory interests in
RHNA Property created by the homebuyer agreements occurs in sec-
tion Il of this memorandum.
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|l.  FEDERAL LAW

. Federal statute regulates the taxability of low income
housing projects as it concerns the taxability of the property of
a housing authority and whether the federal government will pro-
vide aid to the housing authority. 42 U.S.C. § 1437d(d) reads,
In pertinent part:

(d) EXEMPTION FROM PERSONAL AND REAL PROPER-
TY; PAYMENTS IN LIEU OF TAXES; CASH CONTRIBUTION
OR TAX REMISSION. Every contract for annual con-
tributions with respect to a lower income housing
BI‘OJeCt shall provide that no annual contributions
y the Secretary shall be made available for such
project unless such project (exclusive of any por-
tion thereof which is not assisted by annual con-
tributions under this chapter) is exempt from all
real and personal property taxes levied or imposed
by the State, city, county, or other political
subdivision; and such contract shall require the
public housing authority to make payments in lieu
of taxes equal to 10 per centum of the sum of the
annual shelter rents, .... If any such project is
nat exempt from all real and personal property
taxes levied or imposed by the State, city, coun-
ty, or other political subdivision, such contract
shall provide, in lieu of the requirement for tax
exemption and payments in lieu of taxes, that no
annual contributions by the Secretary shall be
made available for such project unless and until

(Emphasis added.)

. 42 U.S.C. § 1437d(c)(4)(D) is the enabling statute to
Iestabl|sh homeownership opportunity programs, and reads as fol-
OWS !

_ (D) the development of local housing author-
ity managements of viable homeownership opportun-
ity programs for low-income families capable of
assuming the responsibilities of homeownership.

. An important %uestion arises as to the definition of
“project” in 42 U.S.C. 1437df(d), and whether a project is of
the type required to be exempt from local taxation in order for
the RNHAsto receive funding from the federal government. 42
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U.S.C. § 1437d(d), states that "such project ... (exclusive of
any portion thereof which is not assisted by annual contributions
under this chapter), must be exempt from taxation to qualify for
federal aid." It is evidently not at issue, for the purposes of
this opinion, whether "low income rental RNHA housing projects
are exempt from local taxation under this federal statute, since
title to the property is considered to held by the RNHA. At is-
sue is whether "project™ includes the homeownership incentive
programs authorized under 42 U.S.C. § 1437d(c)(4)(D) since they
are programs "assisted by annual contributions.”

According to counsel from HUD, virtually all of the
homeownership incentive programs in the state are under the Mu-
tual Help Ownership Opportunity Program. 24 C.F.R. 905 et seg.
The other type of program ir. Alaska is Turnkey IIl. 24 C.F.R.
904, et seq. Both programs are assisted by annual contributions
on the property which is the subject of a homebuyer agreement.
The benefit of the annual contributions assists the potential
"homebuyer" in achieving homeownership; the contributions do not
just benefit the RNHA.

Therefore, under a literal interpretation of 42 U.S.C.
§_1437d_(d), it appears likely that the federal government would
discontinue aid to RNHA homeownship incentive programs if a mu-
nicipality taxed the privately held interest in the property.

[Il.  PRIVATE INTERESTS IN RNHA PROPERTY

You have reguested our opinion as to whether the "home-
buyer agreements" used under the Mutual Help Homeownership Oppor-
tunity Program (MHHOP) and the Turnkey Il program create a pri-
vate possessory interest in the property that is taxable by a
municipality. ~As stated earlier, it is our opinion that the
agreements create such a private interest in the property.

Counsel for Housing and Urban Development (HUD) has
stated that the federal government considers hoth the MHHOP and
Turnkey 11l homebuyersl agreements to be "lease-purchase" agree-
ments that do not create any taxable interest in the property
until such time the homebuyer is deeded the property in fee.
However, HUD has not cited any federal law or regulation that
supports this conclusion.

_ A taxing authority may penetrate the form of a trans-
action to determine its substance. Sisters of Providence in
Washington v. Municipality of Anchorage”™ 672 P.2d 446 E)Alaska
1983). A review of the homebuyer agreements approved HUD
(whether MHHOP or Turnkey IIl programs), provide that the home-
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buyer will achieve "homeowner" status and fee simple title to the
WOO Serty if the homebuyer satisfies certain contractual condi-

+
In our 0P|n|on it is insignificant that HUD refers to
the a?reeme nts as lease-purchase %reements is also irrele-
vant that the homebuyer ma never puild u actual "monetary"
equity in the property smce that is not an a solute requirement
to achieving title to. the home. If contractual conditions are
met, the ,homebuyr will be deeded the property in the future,
and, similar mortgagor, he has possessofy rights to the
act|on of the~conditions of a contract to
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Statement in Support of Senate B ill 500
n Act exempting certam Interests in
low - mcome housmq from municipal taxation;
and providing Tor an effective date."

_This proposed amendment to AS 29.45.030(a), governin
municipal tax exemptions, states that interests [n fed
funded low-income housing  projects are exempt from g
taxation, so long as the projécts are owned manag
Regional Native Housing Authorities.

The need for the legislation ari
the legislature authorize
sing AUthOI’ItIeS (R,NHA'
lic " housing. . Unquesti
,|pa| taxat|on by, s
has arisen “in conne
|ve éar%grams designed a
ou and Urban Development (HUD) and administered by RNHAs.
This amendment is designed to prevent the occupants of such low-
income ownership oppoftunity projects from bem? taxed prior to
the time that they receive dctual conveyance of the homes.

9
e

all
ra

era
enera
ed by
s as follows, In 1971,
n of 15 Regional Native
d, administer, and own
roperty is exempted from
wever,” the question of

tion with certain home-ownership
d funded by the Department of

m"DQ-’
_:'_"C—)
'—\

Under these programs, an occupant of a "Mutual Help" or
"Turnke 1" RNHA roject executes a lease agreement with a
purch ase P ver a period of years, IT the occupant
com lies wi e agreement, making monthly mcome—based payments
and. mamt nr|1g he home, the cost of exercisin purchase

option steadily decreases.. Generally, the prOJectqs are designed

to enable eligible participants to purchase the homes no later
than 25 years from construction or acquisition of the prO{ect
Until thé occupant successfully exercises the purchase option
th RNHA retains leqal title to or legal control of the home.

These homeownership’ opportunity programs are limited to low-

1 As 18.55.996(b), AS 18.55.250.

1
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income, participants, pursuant to HUD regulations and RNHA
guidelines.

Although they are exempt from municipal taxation, RNHA's pay
property tax gqurva lents, which, jn accordance with federal law;
are cafculated "at 10 per cent of the monthly payments made by
project residents.2

Apparently, for several years the Department of Communrtx
and Reglonal °Affairs has taken the position that while the RNH
—the legal owner of these homes — 1Is exempt from taxation,

Iow income occupants may nevertheless be taxed by virtue of
th err dpossessory interest.” Up til now, the Department has not
ordered municipalities to levy taxes upon RNHA project occupants,
|
0

due in part to a 1985 Attornéy General's opinion concluding that
taxatron would be contrary to the intent of the RNHA enacting
statute.s However, the Department recently asked for a second
Attorney General's opinion regarding the taxapility of occupants’
interests.  The draft version of “that opinion ‘states that an
occupant's interest is taxahble, comparing the occupant's
interest to that of .a mortgagor, Further, the drat ogrnron
concludes that municipalitiess have no authority xempt
occupants' interests in RNHA property, ahsent specrfrc statutorrf
authority. Once the opinion findlized, the Department wil
require ‘municipalities to assess taxes against participants in

these low-income ownership opportunity programs.

The results of such a requirement would be disastrous, In
addition to the fact that an unexpected tax burden would suddenly
be cast upon project residents, taxatjon would cause . the
bankruptcy of every RNHA currently administering these projects.
This [s because HUD, the funding agency for these projects, will
immediately withdraw its funds “from  any prorect that is taxed.
Federal law prohibits HUD from funding™ any prorect that is not
exempt from Tall real or personal property taxes.: To HUD, it
makes no drfference that the municipality would be taxrng the
interest of the individual occupant, rather than the RNHA. D's
regional counsel states that HUD is powerless to authorrze the
funding of taxed projects, regardless of the impact that
withdrawal of funds ‘would have oh Alaska's low income housing.
Tluzs moment a tax is assessed, HUD will withdraw its funds.
Without HUD funds, the RNHAs cannot operate.

2 42 U.S.C. 1437d(d)

Op. Attorney General, July 24, 1985 "Municipal propert
taxatrsonpof prrvateyl hold t]nt rests.’ pal property

Se
4 42 U.S.C. 1437d(d).
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To illustrate, Tlipgit Haida Housm uh y
manaﬁes over. 375 low-inCome owpnersh |8 po tun
Southeast.  Each of these households would ddenly be
to pay and to. be personally liable, from an extremely
income, for this unforeseen ‘tax burden. Without HUD fun
could not maintain or operate its. Turnkey IIT_and Mu
projects. Across the state, the impact dpon RNHAs and

residents would be the same.
Moreover, since the taxation issue has bheco

¢
|

U
b
e

m
municipalities have been hesitant to authorize the buildin
acquisition of new projects by RNHA's As a prer eq
applying to HUD for new housing units, the RNHA must o
mun|C|paI|ty s agreement to exempt the proposed proj
taxatio So long as the state advises that exemptions are not
authonzed for the occupants of such homes, municipalities are
understandably reluctant to sign such agreements no matter h
desirable and necessary the new housing may b For example,
applcat|on and municipal  approval process for initiating
Juneau acquisition ’orOject is heing delayed pending the deciSion
on this bill. ntil this question is resolved, new projects will
be stalled, potentially lost through delay, or rejected
municipalities.
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COOPERATION AGREEMENT
THIS AGREEMENT nade this DAY of . 19

BY AND BETWEEN Tlingit-Haida Regional Housing Authority herein called the
“"Authority".

AND City of Juneau, herein called the "City".
WITNESSETH:

Inconsideration of the mutual covenants hereinafter set forth, the
parties hereto do agree as follows:

1. Whenever used in this agreement:

(a) The term "Project” shall mean anylow-rent housingherein-
after developed or acquired by the Authority with finan-
cial assistance of the United States of America acting
through the Secretary of Housing and Urban Development
(herein called the "Government"); excluding, however, and
low-rent housing project covered by any contract for loans
and annual contributions entered into between the Authori-
ty and the Government, or its predecessor agencies, prior
to the date of this Agreement;

(b) The term "Taxing Body" shall meanthe State or anypoliti-
cal subdivision or taxing unit thereof in which aProject
is situated and which would have authority to assess or
lev}- real or personal property taxes or to certify such
taxes to a taxing body or public officer to belevied for
its use andbenefit with respect to a Project if it were
not exempt from taxation;

(c) The term "Shelter Rent" shall mean the total of all
charges to all tenants of a Project for dwelling rents and
nondwelling rents (excluding all ocher income of such
Project), less the cost to the Authority of all dwelling

and nondwelling utilities:

2. The Authority shall endeavor to secure a contract with the
Government for loans and annual contributions covering one or
more Projects consisting of approximately 50 units. The
Authority shall plan, develop or acquire and administer the
Project which shall be located within the corporate limits of
the City. The obligations of the parties hereto shall apply to
each such Project and the City shall have no contractual

responsibility wich respect to the Project other than as
expressly provided in this Agreement.

3. fa) Under the Constitution 3nd laws of the State of Alaska,
the Project is exempt from all real and personal property
taxes and special assessments levied or imposed by any
Taxing Body. So long as either (i) the Project is owned

by a public body or governmental agency and is used for
low rent housing purposes, or (ii) any contract between
the Awuthority and the Covcrrurent for loans or annual
contributions, or both, in connection wich such Project
remains in force and effect, or (iii) any bonds issued in
connection with such Project or any monies due to die
Government in connection with such Project remain unpaid,
whichever period is the longest, the City agrees that it
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will not levy or inpose any real or personal property
taxes or special assessment upon such Project or upon ehe
Authority wich respect the thereto. During such period,
the Authority shall nake annual payments (herein called
"Payments in Lieu of Taxes"™) in lieu of such taxes and
special assessments and in payment for the public services
and facilities furnished from cine to tine without other
cost or charge for or with respect to such Project.

(b) Each such annual Payment in Lieu of Taxes shall be made
after the end of thefiscal year established for such
Project, and shall be in an amount equal either (1) ten
percent (102) of the Shelter Rent charged by the Authority
in respect to such Project during such fiscal year or (ii)
the amount permitted to be paid by applicable State law in
effect on the date such payment is made, whichever amounc
is Che lower.

(c) No payment for any year shall be made to the City in
excess of the amount of the real property taxes which
would have been paid to the City for such year if the
Project were not exempt from taxation.

d) Upon failure of the Authority to make any Payment in lieu
of Taxes, no lien against any Project or assets of the
Authority shall attach, nor shall any interest penalties

accrue or attach on account thereof.

A. During the period commencing with the date of the acquisition
of any part of the site or sites of any Project and continuing
so long as either (i) such Project is owned by a public body or
governmental agency and is used for low-rent housing purposes,
or (ii) any contract between the Authority and the Government
for loans or annual contributions, cr both, in connection with
such Project remains in force and effect, (iii) any bonds
issued in connection with such Project or any monies due to the
Government in connection with such Project remain uppaid,
whichever period is the longest, the City, without cost or
charge to the Authority or the tenants of such project (other
than the Payments in Lieu of Taxes), shall:

(a) Furnish or cause to be furnished to the Authority and the
tenants of such Project public services and facilities of
the same extent as are furnished from time to time without
cost or charge to other dwelling and inhabitants in the
City;

(b) Notwithstanding the date of acquisition the City shall
vacate such streets, roads, and alleys within the area of
such Projects as may be necessary in the development
thereof, and convey without charge to the Authority, such
interest as the City may have in such vacated areas; and
insofar as the City is lawfully able to do so without cost
or expense to the Authority or to the City, cause co be

removed from such vacated areas, insofar as it may be
necessary, all public or private utility lines and equip-
ment ;

(c) Insofar the City may lawfully do so, (i) grant such

deviation from the building code as are reasonable and
necessary to promote economy and efficiency in the devel-
opment and administration of such Project, and at the same
tine, safeguard health and safety; and (ii) make such
changes in any zoning of the site and surrounding territo-
ry of such Project as are reasonable and necessary sur-

rounding territory;
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(d) Accept grants of easements necessary for the development
of such Project; and

(e) Cooperation with the Authority by such other lawful action
or ways as the City and the Authority may find necessary
in connection with the development and administration of
such Project.

5. In respect to any Project, the City further agrees that within
a reasonable time after receipt of a written request therefor
from the Authority:

(a) It will accept the dedication of all interior streets,
roads alleys, and adjacent sidewalks within the area of
such Project, together with all storm and sanitary sewer
mains in such dedicated areas, after the Authority or its
Developer has completed the grading, improvements, paving
and installation thereof, in accordance with specification

acceptable to the City;

(b) It will accept necessary dedications of land for, and will
grade, improve, pave and provide sidewalks for, all
streets bounding such Project or necessary to provide
adequate access thereto (in consideration whereof the
Authority or its Developer shall pay to the City such
amounts as would be assessed against the Project sites for
such work it such site were privately owned); and

(c) It will provide, or cause to be provided, water mains and
storm and sanitary sewer mains, leading to such Project
ar.d serving the bounding streets thereof (in consideration
whereof the Authority or its Developer shall pay to the

City such amounts as would be assessed against the Project
site for such work if such site were privately owned).

6. If by reason of the City's failure or refusal to furnish or
cause to be furnished any public services or facilities which
it has agreed hereunder to furnish or cause to be furnished to
the Authority or to the tenants of any Project, the Authority
incurs any expense to obtain such services or facilities, then
the Authority may deduct the amount of such expenses from any
Payment in Lieu of Taxes due or to become due to the City in
respect to any Project or any other low-rent housing projects
owned or operated by the Authority.

7. The City agrees to exempt the tenants of the Project and the
Authority from the payment of sales taxes in conjunction with
rents.

8. No Cooperation Agreement heretofore entered into between the
City and the Authority shall be construed to apply toany

Project covered by this Agreement.

9. No member of the governing body of the City or any other public
official of the City who exercises any responsibilities or
functions with respect to any Project during his tenure or for
one year thereafter shill have any interest, direct or indi-

rect, in any project or any property included or planned to be
included in any Project, or any contracts in connection with

such Projects or property. I f any such governing body member

or such other public official of the City involuntarilyac-
quires or had acquired prior to the beginning of his tenureany
such interest, he shall immediately disclose such intcresc to

the Authority.
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10. So long as any contract between the Authority and
annual contri-

ment for loans (including preliminary loans) or

butions, or both, in connection with any Project
in connection

force and effect, or so long as any bonds issued

the Govern-

remains in

with any project, or any monies due the Government in con-
nection with any Project remain unpaid, this Agreement shall
not be abrogated, changed, or modified without the consent of

the Government. The privileges and obligations

of the City

hereunder shall remain in full force and effect with respect to
each Project so long as the beneficial title to such Project is
held by the Authority or by any other public body or govern-

mental agency, including the Government, authorized by law to
engage in the development or administration of low-rent housing

projects. If at any time, the beneficial title to, or pos-
session of, any Project is held by such other public body or
governmental agency, including the Government, the provisions
hereto shall inure to Che benefit of and may be enforced by,

such other public body or governmental agency,
Government.

IN WITNESS WHEREOF, the City and the Authority have

signed this Agreement a>d caused their seals or be affixed
as of the day and year first above written.

CITY OF JUNEAU

BY:
, Mayor
Citv of Juneau
SEAL
ATTEST:
_, City Clerk
TLINGIT-KAIDA REGIONAL
HOUSING AUTHORITY
iatchew FrefcK"Chairman
SEAL c
ATTEST:

Joseph G. Wilson, Assistant Secretary

including the

respectively
and attested
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POSITION PAPER

RE:  CSHB 559:  "An Act allowing exemptions for certain
interests in low-income housing from municipal taxation;
and providing for an effective date."

SPONSOR:  Community & Regional Affairs Committee
Program Effects of Bill

The Dbill ~would allow the exe
property  interests in Alaska Sta
and Regional Native Housing Aut
property taxes.

The committee substitute (CS) for HB 559 resolves the concern
with the orjginal Dbill regarding fiscal impact to the State.
By making the exemption dptional rather than mandatory, the
Full Valie Determinations for affected municipalities will not
be altered. As a result, the CS has eliminated any obligat

of the Department of Education to provide additional education
foundation funding to make up for decreased local contributions.

Departmental Position
Support passage.

_the privately held
ﬂ Authority ° (ASBA)
A) from municipal

mption  of
te Buildin
hority (RN

ion

Comments

In a draft Ie%al opinion dated January 21, 1988, the Department

of Law took the position that the Prwately held interests in

RNHA property are currently taxable municipalities under

Alaska law. “Although mun|t,| %I|t|,es,do not levy against those
|

property interests at this time, it is certain ‘they will begin
doing so under that draft opinion. In the event CSHB 559 ddes
not "become law, and municipalities do begin to levy property
tﬁxes against those interests, the draft opiniopn stated further
that the p033|b|l|t3/ exists .t r

ra

: . _ deral law, HUD would
be required to withdraw fundin

fe _
RNHA projects.

«w =
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Senate

Communttp antr Regional &ffatrE Committee

April 11, 1988

TO: Members , . . .
Senate Community and Regional Affairs Committee

FROM: StaffA
SenatfeVdfWunity and Regional Affairs Committee

RE: SB 500 - "An Act exempting certain interests in low
income housing from munitipal taxation, Efd."

Both the Alaska State Building
Housing Authorities receive f%

/é\uthority and Native Regional
low-income housing. Both of
|

deral funds for the provision of

% hese programs transfer ownership to
the residents if hesv live in the house for a designated number
of years (usually 25), pay a monthly sum determined by their
income, and abide by 'the other terms of the program.

While living in such housing, residents qradually acquire a ,
possessory ‘interest in the Unit. Federal law states that if this
possesso,r){ interest is taxed by the municipality the federal
funds will be withdrawn. Municipalities have t,rad|t|onall¥,
signed agreements with Re?,mnal Housing Authorities exempting
these inferests from taxa

A draft AG7s opinion has heen prepared which says that without a
specific statutoi.' exemption, municipalities must tax this
Interest. The aftached bill provides a specific tax exemption
for such possessory interests. This bill will allow the
continuation of federal funding for low-income housing in Alaskan
municipalities.

on.

In this packet is a position paper and fiscal note from the
Department of Community and Regional Affairs, a fiscal note from
the Department of Education, a cop%,of the draft AG's opinion, a
paper in support of the bill from Birch, Horton, et al, and a
sample agreement from a regional housing authority
The fiscal note shows an impact of $355,000, st

r

[ arting in 1990/ in
School Foundation funding. "This results from the decrease in the
full value determination causing a decrease in local effort and a
corresponding increase in state contribution. Representatives of
the Departments of Community and Regional Affairs and Education
will be at the meeting to explain the note.

Sw
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April 12, 1988
he Honorable Arliss Sturgulewski
laska State Senate
0. Box V
uneau, Alaska 99811

Re: Qutstanding Debt Financed
in Homeownership Programs

-
A
P
J

= OV

Dear Senator Sturgulewski:

The Alaska State Building Authority has ﬁartmpated, in the ,
development and_construction of several homeownership pro%rams in
rural Alaska. There remains considerable outstanding debt con-
cernln% two of these programs, Bethel and Nome. The debt is paid
throng annual contributions under contractual arrangement with

the U.S. Department of Housing and Urban Development.

The remaining amount ex8ected to be paid with federal funding for
the Nome program is $2,041,986. The remaining amount expectéd to
Btreogtld with™ federal funding at the current level for the Bet.iel

ram Is $5,642,661.

We have heen Informed by the U.S. Department of Housing and urban
Development that, if the property is not exempt from local taxa-
tion of possessory interests, HUD will be precluded from making

the annual contributions necessary to retire these debts of the

Authority, We, therefore, urge passage of SB500.

Sincerely,
ALASKA STATE BUILDING AUTHORITY

Barbara Morse-Quinn
Executive Director

BMO/1a)

ALASKA STATE BUILDING AUTHRITY 6M W INTERNA’ IONAI AHHOHI TO. TE.Cr O'IC ™J<| uriiu’j

“0 HOX IIKXMt) "£lecopler (jc7i
anchorage, alaeka nnnm
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April e, 1988

inrich Springer ,
House of Representatives

x V
Alaska 99811

Re: Proposed Legislation on Taxation of
Low Income Housing

Dear Representative Springer:

David Harrison has asked that | write you regard-
proposed legislation that would exempt from municipal
y taxation the nterest of residents in federally
zed low income housing. | am interested in this
ation because my client, the Tlingit-Haida Regional
g Authority, hopes to establish a ‘lov; income housing
m . in Juneau in the near future Unless hIS | gls
IS enacted the ro ect won 't be a roved ¥ .
partment o Hou3|n% Ur an Deve o ment N act
t this Dbill, HUD Tfund |n Iow income housing
ts throughout the state WI|| probably cease.

The back-up materials that you have already been
provided explain the problem in detail. In a nutshéll, in
order to obtain  federal funding for thedevelopment or
operation of low income housing projects, the governing
rnun|C| aht must assure the federal government that the

projec be exempt from property taxation, While there
|s no uesu n that regional housing authorities themselves
are exempt the Attornéy General is™about to reverse a 1985



1

Birch. HortoAmmpmm”d Anderson A P ril 6, 1Q88

Page 2

inion, and conclude. that
dividual resident's intere
occupies. HUD has made |
a , r

municipalities must tax each
st (n the low income home which
, t clear, in no uncertain terms,
If  this taxation occurs, funding for all Alaska pro-

| f
s will end.

, Mr. Harrison asked me to explain the relationship
of this bill to the protections of the Alaska Natjve Claims
Settlement Act, The apswer is that there is no relationship
at all. Section 21(d) E\l) of ANCSA protects property con-
veyed under the Claims Act from local property taxation for
a ‘period of 20 years — as long as the property remains
undeveloped. However, the propefty involved In [ow income
projects was normally not conveyed under the Claims Act;
and, moreover, it obvjously has” been "developed,” _Indian
housing programs administered by HUD wunder the Federal
Housing Act ‘are not influenced by "the provisions of ANCSA.

.On behalf of THRHA, | want to thank you for your
interest in the legislation. It is critically ‘Important to
the continued provision of low income housing” in the state.

As the legislation progresses, I'd bhe delighted to provide
whatever dssistance your office, or others” on your commit-
tee, may require.
Sincerely,
BIRCH, HORTON, BITTNER
¢ EROT & ANDERSON
-Jla. t A
Jonathan K. Tillinghast

JKT/jrm /

springer/thcc
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STATEMENT RE SB 500 /ftfi b 5~f

My name is Joseph G. Wilson, and | am testifying today
on behalf of the Association of Alaska Housing Authorities.
That Association represents 14 regional Native housing
authorities which together own and operate approximately
4,700 fow income housing units throughout the State of
Alaska. | wanted, at the outset, to thank hoth houses for
holding a hearing on SB 500 so promptly. This action shows
that your committees recognize the gravity of the situation
that has developed over the past few weeks, and is very
encouraging.

The purpose of SB 500 is toavert a crisis in low
income housing in Alaska that has been caused by the
apparent change in the Attorney General's position on
whether municipalities are required to tax individual
interests in low income housing projects. The purpose of
this bill is to preserve the status quo by continuing the
existing exemption for those interests. Without the bill,



the U.S. Department of Housing and Urban Development will
not make any additional Tfunds available for 1low 1income
housing projects in the state, and will cease funding of

existing projects.

AlIl of the Association®s 1low 1income housing projects
are funded by HUD. Congress has required, as a condition of
HUD funding of the construction or operation of these
projects, that the project be exempt from municipal real and
personal taxation. As a further condition of that funding,
housing authorities are required to execute a so-called
Cooperation Agreement with the city involved, 1in which the
city agrees, and 1 quote, that it "will not levy or 1impose
any real or personal property taxes or special assessment
upon such project or upon the authority with respect

thereto."”

Until now, these requirements have not presented a
problem. Unquestionably, housing authorities themselves are
exempt from municipal property taxation. And, up until now,
the interest of individual occupants of these homes has also
been exempt. This 1is because, 1in 1985, Assistant Attorney

General John Rubini concluded that individual interests were
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exempt from taxation. Rubini said that because the whole
purpose of the legislature®s creation of regional housing
authorities was to receive HUD financing, that it wouldn"t
make any sense to interpret those statutes 1in a way that
would prevent those authorities from receiving federal

grants.

As a result, until now, no municipality has ever levied
a tax on whatever property interests individuaﬁ:residents
might have in a Jlow income housing project. That doesn"t
mean that municipalities aren"t receiving direct revenues
from these projects. Under federal law, municipalities
receive payment in lieu of taxes equal to 10% of the total

monthly payments that the housing authority receives for

each low income project.

Now, however, the attorney general has 1issued a draft
opinion saying that individual interests are taxable. HUD
has made it clear to us that if this reversal becomes the
law, and municipalities are forced to begin taxing
individual interests, that low income housing funding in the

state will cease. That means not only will there be no
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funds for any new low income housing; it also means that no

funds will be available to maintain existing units.

By "individual 1interests,” I mean that, under federal
law, people who reside in low income units have a portion of
their monthly payment set aside in what 1is essentially a
savings account. Eventually, that savings account may be
used to purchase the home from the authority, and over time
that account may grow to several thousand dollaﬁs. It 1is
this savings account which the attorney general now says
must be taxed. Of course, everyone recognizes that if the
savings account were ever withdrawn, or if the home were
ever purchased, that it would be fully taxable. What 1is at
issue here is whether a tax should now be levied on that

savings account while it remains in the custody and control

of the housing authority.

The fiscal effect on the State of Alaska from this
legislation 1is zero. In fact, the fiscal effect on the
municipalities 1is zero, since no city currently taxes these
individual 1interests. The economic and social consequences
of not enacting this legislation, however, are severe. A

number of regional housing authorities in the state are
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considering new low income projects this year. My own
housing authority has a proposal to convert 25 foreclosed,
urban area homes into HUD financed low income units. This
proposal will not only provide critically needed low 1income
housing in a time of economic distress; it will also take
about 25 housing units out of aglutted housing market.
Unfortunately, the tendency of the attorney general®s
opinion has clouded the future of this project, as | am sure

it has other projects in the state.

Let me say, in closing, that we are sorry to have to
come to you S0 late in the session; however, this
development is a very recent one, and we should be thankful,
at least, that it arose while the legislature was still here
to deal with it. We appreciate the speed with which you
have taken on this issue, and hope this legislation can be

enacted as soon as possible.
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House ofRepresentatives Joid AR 21

Committee on

Community & Regional Affairs

April 14, 1988
TO: Henry Springer, Chairman HCRA

/L
FROM: David C. Harrison, HCRA Staff

SUBJECT: HB 559 "An Act exempting certain interests in low-
income housing from municipal taxation; and pro—
viding for an effective date."

SPONSOR: Community and Regional Affairs Committee

R Sk b S S R R kS e S Rk AR Rk AR I b S R S Sk AR S S b ok

Section 1. AS 29.45.030 (a) 1is amended to read:
Page 2 lines 1 through 7:

(8) an interest, other than record ownership,
in real property of an individual residing 1in the property
if the property has been developed or improved with federal
funds for low-income housing and is owned or managed as low-
income housing by the Alaska State Building Authority or a
regional housing authority formed under AS 18.55.996; this
paragraph does not prohibit a municipality from receiving
payments 1in lieu of taxes authorized under federal law.

REVIEW: On page 1, lines 11 through 29, relate to current
tax exemptions allowed by state law.

PROGRAM EFFECTS OF THIS SECTION OF THE BILL

On page 2, lines 1 through 7, would require the privately
held property interests in Alaska State Building Authority
(ASBA) and Regional Native Housing Authority (RNHA) to be
exempt from municipal property taxes.

COMMENTS:

Article 11X, section 4, of the State Constitution provides:
"Other exemptions of like or different kind may be granted



Page 2 RE: HB 550

by general law."(Refers to tax exemptions under conditions
as defined by law).

ARTICLE X, section 2 of the State Constitution, states ,-hat
"The State may delegate taxing powers to organized boroughs
and cities only."”

According to AG"s draft opinion, a grant of exemption is
never presumed and that without a specific statutory
exemption, municipalities must tax possessory interests. HB
559 and SB 500 provides a specific tax exemption for
possessory interests. As such, would allow the continuation
of federal participation in low-income housing in Alaskan
municipalities.

It is noted that the State of Alaska under AS 18.55.300 and
AS 18.55.995 declaration of purpose that there was an acute
shortage of low-income rental housing for families of the
state and at that time required positive action by the
legislature.

Federal Law 42 U.S.C. 81437d(c)(4)(D) establishes homeowner —
ship opportunity programs with intended results that low-
income families will be capable of assuming responsibilities
of homeownership.

There is a compelling need to protect and hold onto what
has been done in the area of low-income housing for families

in Alaska from the federal interest as well as
Alaska®™s 1interest. The need still exists to continue to
in providing low-income housing through Alaska State

Building Authority and regional housing authority formed
under AS 18.55.996.

Dept, of Education fiscal analysis on estimated property
tax exemptions required under SB 500 and (HB 559 1identical
bill) would reduce the Full Value Determination statewide by
$88,841,750. At the four mill requirement for education
funding wunder AS 14.17.025, 1local effort would subsequently
be reduced by $335,400, starting in 1990, in School
Foundation funding. The decrease in the full value
determination causes a decrease in local effort and a
corresponding increase 1in state contribution.

Attached is a copy of Position Paper by DCRA 4/11/1988.
DOE Fiscal Note 4/11/88. (See attachment to fiscal note.)
AG Draft to Commissioner of DCRA & Mike Worley, TA, 1/21/88.
Birch, Horton, Bittner, et.al, Statement of Support 4/11/88.
Tlingit-Haida Regional Housing Authority copy of contract.
Memo to SCRAC Members from SCRAC Staff 4/11/88.

Memo from Brenda to Rep. Springer, Chairman HCRA - no date.
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Senate

Community anfcf Regional Affairs? Committee

April 11, 1988

TO: Members,
Senate Comjnunityand Regional Affairs Committee

FROM: Staff
Senati A/"fymunity and Regional Affairs Committee

RE: SB 500 - "An Act exempting certain interests in low
income housing from municipal taxation, Efd."

Both the Alaska State Building Authority and Native Regional
Housing Authorities receive federal funds for the provision of
low-income housing. Both of these programs transfer ownership to
the residents if they live in the house for a designated number
of years (usually 25), pay a monthly sum determined by their
income, and abide by the other terms of the program.

/

While living in such housing, residents gradually acquire a

possessory interest in the unit. Federal law states that if this
possessory interest is taxed by the municipality the federal
funds will be withdrawn. Municipalities have traditionally

signed agreements with Regional Housing Authorities exempting
these interests from taxation.

A draft AG"s opinion has been prepared which says that without a
specific statutory exemption, municipalities must tax this
interest. The attached bill provides a specific tax exemption
for such possessory interests. This bill will allow the
continuation of federal funding for low-income housing in Alaskan
municipalities.

In this packet is a position paper and fiscal note from the
Department of Community and Regional Affairs, a fiscal note fronm
the Department of Education, a copy of the draft AG"s opinion, a
paper in support of the bill from Birch, Horton, et al, and a
sample agreement from a regional housing authority.

The fiscal note shows an impact of $355,000, starting in 1990, in

School Foundation funding. This results from the decrease in the
full value determination causing a decrease in local effort and a
corresponding increase in state contribution. Representatives of

the Departments of Community and Regional Affairs and Education
will be at the meeting to explain the note.



MEMORANDYM

T0: Henry
FROM: Brend]|"

SUBJECT: Taxation on Privately held Possessory
Interest in Regional Native Housing Authority
(RNHA) Property

Sam Kito dropped this draft memo of the A.G."s opinion off for
your review and wanted to discuss with you the possibility of
the House Community and Regional Affairs Committee, Senate CRA
Committee and the Department of Community and Regional Affairs
drafting legislation that would exempt private property
interests held in property of a housing authority.

Sam met with Senator Sturgulewski, Rod Mourant, (with her
staff) and Commissioner Hoffman on this issue. According to
Rod Mourant, Mike Shuler with the Bristol Bay Housing
Authority will contact this office, Senator Zharoff and
Commissioner Hoffman about this issue.

After Mr. Shuler has discussed the problem with you, Sen.
Zharoff and Dept, of Community and Regional Affairs he will
get back "o Sen. Sturgulewski®"s office to see if everyone 1is
in agreement before a bill is drafted. Senator Sturgulewski
is not going to begin drafting any legislation until she has
had an opportunity to meet will all who would be interested in
this 1issue.

Sam is lobbying for the Housing Authority.



