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by ordinance and shall be reasonable and permit a
fair return on Invested capital.

Idl A municipality may provide for the
creation, recording, notice, and foreclosure of a
lien on real property to secure the payment of
charges for water, sewer, electric, and other
utilities provided to thp property by the
municipality, and the interest, penalties, and
administration costs In the event of delinquency.
I/l/hen recorded the utility lien has priority over all
other liens except 111 liens for property taxes and
"sper'al assessments; /2/ liens that were
perfected before the recording of the utility lien
for amounts actually advanced before the recording
of the utility lien; (31 mechanic’s and
materialman's liens for which claims of Hen under
/1S 3U.35.070 or notices of right of lien under AS
34.35.060 have been recorded before the recording
of the utility lien; and /4/ sales and us> tax liens
created under AS 29.45.650 lei.

CldJd] lej This section applies to home rule
and general law municipalities.

Subsection {dj which Is added above Is copied verbatim from
the language enacted Ly the legislature last session to
establish ihe priority of liens far delinquent sales and use
taxes. The statute which was copied is AS 29.45.650/¢e/.

Please call should you have any questions, but basically all we
are trying to do here Is make everyone responsible for their

own bills. There are always some utility customers who don’t
feel obligated to pay, and this effort would help in collecting
past due accounts.

Sincerely,

Steve Balnbridge
City Administrator

cc Representative Richard Shultz
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March 21, 1989

The Honorable Senator Jack Coghill
P. 0. Box V
Juneau, Alaska 99811

Rej SB 207, Munioipal Utility Liens

Dear Jacki i

Juat a abort note to let you know that we are in receipt

of and support Senate Bill 207. Ae you are we” aware,
collection of utility chargee haa poaed a major problei. for small
municipalitiea. Often, the only remedy ia Small Claims Court.
In instances where the delinquent party has left the area, there
1a little recourse.

The provisions of SB 207 would take tremendous strides
toward alleviating this problem. You have the full support of
The City of North Pole. Please let us know to whom wc may make

further contacts to aid In passage.

Carleta Lewis
Mayor, City of North Pole

CL/Kl1
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NOME JOINT UTILITY BYSTEM

RESOLUTION 07-09

A RESOLUTION SUPPORTING SENATE BILL NO. 207,
AN ACT RELATING TO LIENS ON REAL PROPERTY TO SECURE PAYMENT
FOR SERVICES PROVIDED BY A UTILITY OWNED BY A MUNICIPALITY

WHEREAS, there 1is a Senate Bill No. 207 1n the Legislature of the
State of fUska Sixteenth Legislature - First Session, and

WHEREAS * this Bill 1Is "An Act relating to liens of real property to
secure payment Ffor services provided by a utility owned by a
municipality.”, and

WHEREAS, the NomeJdoint Utility Board would like to go on record as
being in support of this Bill,

NOW THEREFORE BE IT RESOLVED that the Nome Joint Utility Board,
sitting 1in Regular Session on March 21, 1989, supports Senat'™ Bill No.
207, An Act Relating to Liens on Real Property to Secure Payment for
Services Provided by a Utility Owned by a Municipality.

SIGNED THIS _2J DAY OF ft)ft RCbf , 1989 AT NOME, ALASKA,

Star. Sobocienski, Chairman
NOME JOINT UTILITY BOARD
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MUNICIPAL REVENUE SHARING PROGRAMS FUNDING COMPARISON, FY86-FY88

Program FY86 FY87Rev FY88Gov FY88Rec
3asic Services 20,000.0 16,332.0 13,065.6 24,000.0
(Proration factor) 91.0% 68.9% 55.1%* 100.0%
1ospital Construction 1,600.0 490.0 392.0 395. 0
(Proration factor) 100.0% 81.6% 99.2% 100.0%
Tax Equalization 38,032.2 31,023.0 24,8457 29,095.1
Municipal Assistance** 81,306.8 65,358.5 52,686 .3 37.500.0
(Formula calculation) 45,000.0 44,100.0 37,500.0 37.500.0
(Funding percentage) 180.7% 149 .3% 140.5% 100.0%

*The basic services proration factor for FY88 is estimated only, and
will likely be less when actual distribution is made. Increased
health and road services assumed by municipalities will iIncrease the
total authorized amount eligible for receipt under this program, and
therefore decrease the proration factor. The actual proration facror
IS estimated to be about 50%.

**The formula calculation for municipal assistance is based on 30% of
the previous fTiscal year®s corporate income tax, as specified In AS
29.60.350(a)-. The funding percentage is determined by comparing the
formula calculated amount with the appropriated amount.

Source; Department of Community and Regional Affairs budgoc
documents and special reports N

o/ 0
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MUNICIPAL REVENUE SHARING EUDGET INFORMATION

The state provides financial aid to municipalities through
programs in the Department of Community and Regional Affairs,
in addition to the local public school funding provided
through the Department of Education. In C&RA, these programs
are found in the Municipal Revenue Sharing budget request unit
(BRU).

The Municipal Revenue Sharing BRU consists of two components:
Municipal Assistance and Revenue Shading. Within the revenue
sharing component, three separate programs are funded: basic

services, tax equalization, and hospital construction.

The hospital construction program has been repealed, and
funding i1s only included to pay off the one municipality
(Kenai Peninsula Borough) that was receiving funds under this
program at the time of its repeal.

Essentially, then, this BRU is made up of three programs: the
Basic Municipal Services program (also known as miscellaneous
services), the Tax Equalization Program, and the Municipal
Assistance Program.

A proposal has been made to shift funds between the three
programs. The attached chart compares funding of the
municipal revenue sharing programs from FY86 through the FY88
Governor®s budget request, and includes the proposal to
transfer funds.

The proposed reallocation of funds "is the representation 1in
dollars of a policy shift which i1s required by the new fiscal
realities of the state.

It 1s difficult to second guess prior legislatures, but the
reductions i1n the three programs over the past two years were
apparently taken as an across-the-board cut of all three
revenue sharing programs, without a careful analysis of what
the base amounts really should be. The purpose of the
proposed changes is to readjust the funding among the three
programs in order to: 1) reflect necessary base amounts; and
2) recognize that local tax effort should be rewarded.

9

Basic Services

The Basic Services program is proposed to be funded at 100%
for FY88. Although this program also funds unincorporated
communities and volunteer fire departments, 1Its main purpose
is to fund the basic municipal services of health care and
road maintenance. The amounts of support for those basic
services are set up In statute (AS 29.60.100-170).
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You will note on the attached chart that the amounts received
by communities f-r these basic services have been prorated for
the past three years because of iInsufficient funding cf this
program. In times of declining revenues, 1t i1s bad policy to
reduce this program below the base amounts set up iIn statute.
To have a two year drop of almost half the funding for basic
services provided by municipalities in not the right message
the legislature should be sending. Basic services are basic,
and should be fully funded.

In retrospect, it would have probably been more fair for the
cuts made over the past two years to have been made iIn the
other two programs of tax relief and tax equalization, and to
have kept the floor level amounts set by statute for the basic
services provided by this program. The changes proposed would
correct the current imbalance and restore the basic services
funding to a true base level.

The remainder of the revenue sharing funds would then be
divided between the tax equalization program, and the tax
relief program (also known as municipal assistance). The
question facing the legislature is to decide what policy to
implement through the funding of these two programs. To make
this decision requires a good understanding of the differences
between these two programs, and how the current state fiscal

situation affects municipalities.

Municipal Assistance

The municipal assistance, or tax relief, program has the main
purpose of reducing property taxes.” This iIs stated quite
clearly in AS 29.60.370(b). About $10 Million dollars is
distributed i1n this program under a '‘base amount'" provision.
This gives money to cities and boroughs based on amounts
received under a 1978 revenue sharing program. The remainder
of the funds in this program are distributed entirely by
population, with no regard to basic- services, local tax
effort, or COLA adjustment. Since there 1is no requirement of
any kind for this program, except to fill out the forms, it
has che effect of being a "warm body,"™ or "free lunch"

program.
Tax Equalization

The tax equalization program, on thr> other hand, 1is designed
to reward local municipalities for their own tax effort. The
authority for this program set out In AS 29.60.010 states that
the amount received by a taxing unit "is based on the
population, relative ability to generate revenue, and local
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tax burden of the taxing unit,” as determined by a formula.
This program takes the approach that the state helps those
municipalities that care enough to tax themselves.

This 1s not a program that favors either urban areas or rural
areas. But i1t does favor areas whore people assume the
responsibility to tax themselves to pay fcr local services.

In Fairbanks, for instance, the city council just voted to
impose a 3% sailes tax. That type of effort would be rewarded
under the tax equalization program by an increase iIn funds
received from the state. Areas of the state with a high tax
effort i1n property taxes, such as Juneau, are also rewarded

under this program.

Current Flseal Situation of Local Governments

The current fiscal situation of the state and of
municipalities 1Is such that many municipalities are being
forced to at least consider raising taxes just to provide
basic services at even a reduced level from the past year.
The recommendation to transfer funds from the tax relief
program into the tax equalization program would be a policy
recognition by the legislature that we understand the problem
of municipalities, and are willing to help them if they are
willing to help themselves through self-taxation It would
take money out of the warm-body-free-lunch revenue sharing
program, and place money in a revenue sharing program that
rewards municipalities for assuming their own tax burden.

This proposal is not meant to pick on any community in
particular, but is intended to encourage all communities to
share In the tax burden of paying for their own services. It
a community finds itself receiving less money under this
proposal, it probably should seriously examine its own efforts
to generate revenue, to see iIf they are what they should be
under the circumstances now facing the state.

It may be worthwhile for the legislature to consider putting
all of the free-lunch revenue sharing money into the tax
equalization revenue sharing program in future years. That 1is
a major policy issue that is not addressed by the

recommendation.
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DOCUMENT TEXT
HOUSE FINANCE COMMITTEE

[ ) May 3, 1988

3:00 p-m.
<Tape MFC 88-75, Side 1, *000-end)
CALL TO ORDER
Chairman Adams called the meeting of the House Finance
Commi tlee to order at 3:00 p.m.
PRESENT
ALL members of the Committee were present. ALSO PRESENT =
Senator Sturgulewski> Senator Coghill> Senator Ueh ling;
Senatar FaDrenkamp, Senator Rodey C har les Logsdon, Petro leum
Econon»ist, l)epar tment of Revenue; Comm iss ioner Marl< Hi cl<ey,
Department of Transportation and Pub lic FacilLities; Randy
Simmons, Deputy Commissioner, Department of Transportation and
Pub Lic Facilities; Commissioner Hoffman, Department of
Cofitmun ity and Reg iona L Affairs; Ron Lehr, Exe<utive D irec tor,
Alaska Housing Finance Corporation; Jay Hogan, Associate
D irector, Budget Review, Office of Managefent and Budget; Dove
kuLl, Legislative CHairman, OLder A laskans Comfiss ion; Char Les
Ohr istensen, Aide to Senator President Faiks; Commiss ioner
Mtinson, Department of Hea Lth aitd Soc ial Services; Ann
I1lui1l<ell, A icle to Sena tor Rodey ; Tofit Beg ich , Aide to
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Represenfative Gruenberg; Steve Hole, Deputy Commi ss ioner,
Departiient of Education; andSteve kettel, Director, Income

) and Excise Tax Audit Division, Department of Revenue.

SUMMARY INFORMATI (N

HCR 53 IRe lating to theimp lefientation of local [Kire
through 1improved cooperation between employers and
schoo Is."

Bill. HELD 1in Committee.

SCR 57am "Re Lating to the implementation of local hire
through 1improved cooperation between employers and
schoo Is."

BilLL reported out of Co@m illee with a "do pass"
recoftiiendation and fiscal natedated 4/28/88 by the
Senate Finance Committee in the amount of $25.0.

SB 79 "An Act relating to runaway and missing minors."
Bii.L HELD in Committee.
SB 102 "An Act relating to reports of #issing persons; and

crea €ing a miss ing persons informa tion
c Lear inghouse."”
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Finance Committee Substitute reported oul of
Cofkitlee with a "do pass" recommendation and a
fiscal, note dated 3/7/88 by the Department of
Commerce and Economic: Development in the amount of
$300. @.

HB 557 "An Act relating to an exemption of deferral from
mun ir ipalL laxation for econnm i (@eve lopment
property; and providing for an effective date.”
Finance Commiitee Substitute reported out of
Committee “witnout”™ recommendation and with a zero
fiscal note dated 4/14/88 by the Department of
Communily and Regional >MTairs.



REVENUES
Chairman Adams asked DR. CHARLES®™ LOGSDON, PETROLEUM ECONOMIST,

DEPARTMENT OF REVENUE, the estimates for the price of oil. for
ethe balance of the fiscal, year anti projections for FY 89. Mr.
Logsdon believed that the revenue estimate of $2174.1 billion
for FY 88 would be guile consistent with what 1is currently

lappening iIn the markel. Mr. Logsdon said Standard announced
a $16.25 per barrel, price effective April, i1 for Gulf Coast
delivery for North Slope crude. He said the spot price for

April averaged $15.75%* It was Mr* Logsdon®s opinion that it
would be tenuous to assume Ilhal all the companies sold Ilheir
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402 (Finance) with 1individual recommendations and the fiscal
note dated 4/20/88 by the Department of Commerce and Economic
Deve lopment. There being NO OBJFOTION, it was so ordered.
CS HB 402 (F inance) was repor Fed out of Oommillee “withoutl
recommenda tion avid with afiscal note dated 4/20/88 by the
Department of Commerce and EoonomicDeve lopment.
hb 557
HOUSE BILL NO. 557
JAn Act relating to an exemption of deferral from mun icipal
taxation for econom ic deve Lopmont proper ty; and prov id ing for
an effective date."”

Cha irmav Adams advised members that the Joint Econom ic
Recovery Committee sponsored the legislation* There 1is a zero
fiscal note. The bill, would alLow municipalities to exempt or
de lay taxation on economic deve lopment property for a per iod
of five years if the property creates new emp loyment by
generating sales 1in mun icipa Lities or by reducing the need to
import goods and servi ces to munici palLities.

D TOM BEGICH, LEGISLATIVE ASS~™ TANT . advised members that the
leg is lation was originally p oosed by the Anchorage Economic
Deve lopment Corporation. The >int Econom ic Recovery
Conm i Itee rev iewed the proposal and restructured the language
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for introduction. He said the bill, is supported by the
Department ef Community and Reg iona L Affairs, Juneau Econonm ic
Deve lopment Council,, Municipal League, and Fairbanks North
Star Borough. The bill, would allow local, governments to
exempt or defer, by ordinance, taxation of economic
deve lopment pwperty. The exemplion could not exceed five
years. The governing body wou Ild have to estab Lish spec ific
eligibility reguirements for the exemptions @ deferrals.

App Licat ions would have to be submitted for each project
request ing exempt ion* Pub Lic hear ing wou Id be re*fi.u;red pr ior
to approval by a governing body, A request would be denied if
it created an unreasonable competitive advantage within the

L ocail governmentls jurisdietidn, Mr . B&gich dcsr ibed the
definitions far economic deve lopment property.

There was Jiscussion concerning the types of organizations or
bus inesses wh ich migh 1 gua Lify for an exempt ion*

(Tape change, Sido 2)

Represen tat ive Brown said the eluest ion is whether member-s
feel incentives are needed lo attract new bus ness to
municipalities. She said there were mixed feelings by the
Economic Recovery Committee although they agreed to
introducing the |1 "gi rlation to get the concept on the "table".
J*ho ;lioned whether the legislation would provide Ilhe best
appro ica en promc*1liom Jove lopment, Representative Larson
discuss* " i «uvX?% completed several cmy igo which 1indicated



**
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dhal Faxes wOve nal the incenTive for Lluealiokx of a hurivnss
within a mun icipa Lity.

Rebresen lative Boyer be lLievOd %*he lawguag® nebalous aid ou-<l
provide an opportunity for a business to be placed arl of
business clue to an unfair competitive advantage. He
referenced page i, line 20 and suggested the Language be
changed to read, 'The governing body may not grant an
exemption or deferral under this subsection if it finds that
the exemption or deferral, would result in a competitive
d isadvantage to other bus inesses in tike municipality ." 1=
said this would shift the burden tot the governmental, entity
to make a finding that there is no competitive disadvantage*
representative Boyer MOVED to adopt the change in language.
Representative Pourclot suggested an amerdntent to the

@ -amendment to read, "The governing body may not provide an
exemption or deferral under tltis subsection if l1llie exemptiovi
or deferral, would result in a competitive disadvantage to
other bus inesses iIx tie muiticipality .* Represewvttative
Pourchot MOVED to AMEND the MOTION as stated.. There being NO
OBJECTION TO THE AMENDMENT TO THE AMENDMENT, it was so
ordered. There being NO OBJECTION TO THE MAIN MOTION, it was
ordered.
Representative Boyer MOVED to report out of Commillee CS HB
557 (Finance) with a zero fiscal note and individual,
recommendations. There being NO OBJECTION, it was so ordered.
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0S MB 557 (Finance) was reported out of Committee "without”
recommendation with a zero fiscal note dated 4/14/88 by the
Depariment of Communi ty and Regional Affairs.
sb 329
SENATE BILL NO. 329
"An Act relating to the travtsfe. of business licens ity
functions to the Department of Revenue to the Department of
Cotimerce and ticonomic Deve lopment, and prov iding for an
effective date.”

Representative Pourchot MOVED AND ASKED UNANIMOUS CONSENT to
repot'l out of commillee SB 329 willt a zero fTisca l note an
individual r&ommendations. Tkere being NO OBJECTION, it was
so ordered.

@SB 329 was repor ted ou I of Comm illee with a "do pass™
recommendation and a zero Tfiscal, note dated 1/8/88 by the
Department of Commerce awd Ecowvwomic Deve lopment.
hb 463
HOUSE BILL NO. 463
“An Act malting a spec ial appropriation to the Department of
Education for grants to school districts and regional
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State of Alaska
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Representative Max I;. (iruenberj», Jr.

District 11
Spenard, Upper Midtown Anchorage

MEMORANDUM

TO: Eileen MaclLean

FROM: Representative Max Gruenberg
RE: Scheduling of HB 272

HB 272 i1s currently iIn your committee.
mechanism for municipalities to grant limited municipal
property tax exemptions for new job-creating busineses.

IO 1lUX V
IUNCAtl, A“ASKA VVHII
(+AI7) 465-4712

(SESSION!
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The bill provides a

The bill specifically requires that no proeprty can be taken
and limits any exemptions to five years. A
similar bill, H3 557, resided iIn the House Rules Committee at
the close of the Fifteenth Legislature.

off the tax tolls,

Legislation of this nature
municipalities and business development groups across the

is strongly supported by

state. | hope you will be able to schedule HB 272 next week.
Thank you for your consideration.
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Representative Max F. Crucnbcrg, Jr.
District 11
Spcnard, Upper Midtown Anchorage

April 17, 1989
MEMORANDUM

TO: Representative Eileen MacLean, Chair,
Representatives Bette Cato, Richard Foster,
Fritz Pettyjohn and Cheri Davis,
House Committee on Community and Region?.! Affairs

FRO.": Representative Max Gruenberg

RE: HB 272

House Bill 272 1is presently in your committee. 1 sponsored
the bill, which provides authority for municipalities to grant
limited municipal property tax exemptions or deferrals.

The legislation enables municipalities to provide limited tax
incentives to businesses that create new jobs or jobs in
"primary industry,”™ or which reduce importation of goods and
services from outside the municipality.

Ta 1ncentives of this type are a common tool used in many
states to encourage business development. The legislation 1is
necessary for Alaska®s cities to compete on an equal basis
with other states for new business. Within the State, tax
competition among municipalities for existing Alaska
businesses will be prevented by the requirement that the
property to be exempted or deferred may not be currently 1in
use In another municipality.

The bill specifically requires that no property can be taken
off the tax rolls, and limits any exemptions or deferral to
five years. A similar bill, HB 557, died in the House Rules
Committee at the close of the Fifteenth Legislatrre. SB 267,
introduced this year by the Senate Special Committee on
Banking and Economic Development, is also similar.

HB 272 i1s enabling legislation only. It mandates full local
control over the exemptions and deferrals, and requires that a



municipal ordinance, which can only be adopted after a full
public hearing, set out the terms on which exemptions will be
granted.

Legislation of this nature is strongly supported by
municipalities and business development groups across the
state as well as by the Department of Commerce and the
Department of Community and Regional Affairs. Support of this
bill can be a statement of your determination to provide the
types of incentives necessary to encourage sound private
enterprise development in Alaska. |1 hope each of you will
give the bill favorable recommendation. IT you have any
questions, please contact me or Andy Hemenway of my staff at
465-4968. Thank you for your consideration of this measure.
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HB 272:  Amendment to municipal taxing authority.

Asimilar bill introduced late in the last session as HB 557 did not get passed
out of the House Rules Committee. Only minor wording changes were made
prior to introduction of the current version.

HB 272 would extend the authority of municipalities to include tax exemptions
and deferrals for certain types of ""economic development' property for periods of

up to five years.

From an economic development'* standpoint, The Department of Commerce and
Economic Development supports HB 272. From a public policy standpoint, it
may be prudent to allow the municipality an opportunity to set a cap on the
dollar amount of the exemption. This cap would establish an amount as an
acceptable loss to the tax base for the term of the exemption.

In effect, HB 272 would shift the burden of support for municipal services
related to exempted property to the remaining taxpayers of that municipality or,
in times of crisis, to the state; we believe that voter approval of the governing
ordinance is desirable prior to implementation of policy resultant in such a

reallocation of responsibility.

Larry Merculieff, Commissioner

Date: J /tj/Vf

LM/WGP/dgl3851D
041489a



STEVE COMPER, GOVERNOR

HKI*T. OF COMMUNITY A HM.10WI, AFFA1KS PO BOX B

JUNEAU. ALASKA 998U P100

PHONE (907) 465-4700

OFFICE OF THE COMMISSIONLN
949 E 35TH AVENUE. SUITE 400

ANCHORAGE. ALASKA 99500-4302
PHONE 1907) 563-1073

April 13, 1,J9

POSITION PAPER

RE: House Bill 272 "An Act relating to an optional exemption
from, or deferral of payment of, municipal taxes."

SPONSORS: Representatives Gruenberg, Ellis, Larson and Zawacki

Program Summary

This bill adds a subsection toAS 29.45.050 relating to
optional exemptions from local property tax that may be adopted
by municipalities. An ordinance adopted under this section
would allow municipalities to exempt, partially exempt, or
defer from taxation property thatis classified as economic

development property. In order to qualify for any tax
exemption or deferment the property must TfTulfill certain local
eligibility requirements and mustcreate new employment and

provide goods or services that are used iIn, or are exported
from, the municipality. Property tax under this subsection may
not be exempted or deferred longer than five years.

Comments

The Jlanguage iIn HB 272 1is consistent with existing statutes,
serves a. positive public purpose, andprovides direction and
guidance to municipalities. The primary focus of this bill is
to assist municipalities currently seeking ways to encourage
economic development. Those activities are fully promoted by
this Department, and we support passage of this bill.

Davj
Comfii WU VUV .

2TP1LH



four stales alJlow local governments the
option of exempting Inventories
(Alaska, Georgia, Maryland, and Ver-
mont). In Georgia, for example, at
least sixty cities or counties exempt
inventories. lowa and South Carolina
exempt a portion of all inventories. In
South Carolina, the exempt proportion
is 17 percent for 1985, 50 percent for
1986, and 100 percent thereafter, except
for manufacturing inventories, which
are already completely exempt. In
North Carolina, inventories are tax-
able, but a credit is provided when
they exceed a certain proportion ¢ a
manufacturer's production costs.

Certain other types of business per-
sonal property also receive preferential
treatment, although they are generally
taxed at a higher rate than inventories.
The U.S. Census Bureau noted in 1981
that seventeen states had legal provi-
sions for partial exemptions either as
to specified types or specified value
levels of commercial-industrial per-
sonal pmoerty. R>r example, Rhode
Island exempts not only manufac-
turers' inventories but also certain
manufacturing machinery and equip-
ment. The states with partial exemp-
tions for noninventory personal
property are noted with footnotes in
the third column of table 3.

Except for lowa's exemption, none of
these provisions explicitly favors small
businesses. However, as the last two
columns of table 3 indicate, there are a
number of relatively minor exemptions
which specify maximum values; these
provisions tend to help small busi-
nesses relatively more than larger
ones. These exemptions are typically
for worker's or craftman's tools or a
fisherman's equipment.

To summarize, personal property
tends to be heated considerably better
than real property, and inventories are
heated better than other kinds of per-
sonal property. This implies that,
other things being equal, companies
with a high ratio of persona] to real
property have lower effective property
tax rates than other companies, espe-
cially if the personal property is in the
form of inventories.

Other property tax practices

Many states have statutes granting
abatement:, or exemptions to firms
making investments to build new facil-
ities or expand existing ones. In some
cases these provisions are just for
machinery but in other cases they
apply to plant as well as machinery.

20 Assessment Digest

These measures rarely if ever make
reference to the size of a business,
although in a few cases they specify
maximum or minimum levels of
benefits or investment. Only one
abatement program mentioned in a
major compendium of state develop-
ment incentives placed a limit on the
benefits from the program. Illinois'
industrial abatement program can save
a company no more than SI million
over a ten-year period. On the other
hand, at least two states set a mini-
mum on the investment needed to
qualify for th *ir abatement programs.
A South Carolina five-year abatement

of county taxes requires that manufac-
turers invest at least $50,000, and a
South Dakota program stipulates that
the investment must be at least
$30,000. Such minimum levels may
prevent some small businesses from
benefiting from the programs.

Tables 4and 5 summarize these
abatements and exemptions. The pro-
grams listed in table 4 generally
exempt new investment, sometimes
within specific geographic areas, for a
limited number of years. The pro-
gram i in table 5 in eight states apply
primarily to machinery and involve
permanent exemptions. In some cases.

Table 4

Property Tax Abatements for New or Expanding Facilities

Alabama
Arkansas

enue Bonds,
Connecticut

Up to ten years; does not apply to school taxes.
All leasehold interests in a facility financed by Industrial Rev-

Manufacturing: 80 percent for five years in Ur*an Enterprise

Zone or Urban Jobs Program. Commercialfretail: seven years,
deferral of increased assessment resulting from

improvements.

Florida Up to ten years.

Georgia No increase in assessment for up to seven years due to urban
redevelopment, rehabilitation, or conservation project.

Ilinois Industrial: exemption up to ten years and up to 51,000,000 of
taxes.

Indiana Industrial development area: up to ten years, assessment
phased in over period.

lowa Five-year exemption, with assessment phased in over period,
manufacturing; self-help areas: either 100 percent exemption
for three years or partial exemption for ten years.

Louisiana Up to ten years.

Maryland Enterprise zone: 80 percent exemption.

Massachusetts Property of economic development corporations exempt up to
seven years.

Michigan Fifty percent exemption up to twelve years,

Mississippi Exemption up to ten years, except for school taxes; new struc-
tures or improvements in Central Business District of city
with 45,000 or greater population exempt up to seven years.

Missouri Twenty-five-year exemption in urban redevelopment areas (100
percent for ten years, then 50 percent).

Montana Fifty percent exemption for five years, then phased out over
next five years; manufacturing only.

New York New York City: Twenty-year exemption, phasing down from

95 percent to 5 percent. Rest of state: ten-year exemption,
phasing down from 50 percent to 5 percent.

Pennsylvania
years.
Rhode Island Up to ten years.

South Carolina

Improvements to deteriorated property exempted up to ten

Manufacturing five-year exemption, county taxes only; mini-

mum investment, 530.000.

South Dakota

Five-year exemption, with assessment phased in over period;

minimum investment. 530,000.

Virginia

Ten-year exemption for rehabilitated property.

Source: National Association of State Development Agencies, National Council for
Urban Economic Development, and the Urban Institute. 1983. Directory of incrn-
fires for business imntmtnt and dn'elo®mmt in the United State*. Washington. DC:

The Urban Institute.
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COftro* ATION

April 13, 1989

The Honorable Max Gruenberg
House of Representatives

PO Box V

Juneau, AK 99811

Dear Representative Gruenberg:

On behalf of the Anchorage Economic Development Corporation,
I would like to express our strong support of HB 272 which allows
municipalities to reduce or defer taxes on '"economic development
property'” for up to five years. Economic incentive legislation
like HB 272 has been passed iIn many states already, and will
greatly aid Alaskan communities iIn attracting new businesses to
their areas. This bill will be a first step iIn developing the
tools necessary to compete with communities outside who offer a
variety of incentives.

We appreciate i1t that HB 272 will grant municipalities the
authority to decide on a case-by-case basis whether to offer a
tax advantage to those business ventures meeting the conditions
set forth in the bill.

Max, AEDC is willing to do whatever 1is necessary to ensure
swift passage of this bill. Please call on us at any time.

Sincerely,

Scott E. Hawkins
President

550 West 7th Avenue
Suite 1130

Anchorage, AK 99501
Telephone (907) 258*3700
FAX (907) 258-6646
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550 West 7rh Avenue
Suite 850
Anchorage. AK 9950l

Telephone (907) 258-3700
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PROPERTY TAX ABATEMENT AUTHORITY

Purpose: This bill would give local governments the authority to
offer partial and temporary property tax reductions on new
buildings, leasehold improvements, equipment and inventories on
new, basic i1ndustry investments. A local government may choose
not to offer this incentive, but the proposed bill wculd give
those that do wish to offer it the legal authority to do so.

Need: This is one of the most common iIncentives offered by U.S.
cities and counties today. A 1987 survey of 322 cities showed
that nearly 40 percent of all cities offer tax abatement and that
nearly 45 percent plan to do so in the future. Alaska®s boroughs
and municipalities must begin to enter the competitive global

arena for new jobs.

Structure: The proposed enabling legislation would require case-
by-case local assembly approval, and would require that the new
investment be one that expands the economy rather than simply
intensifies competition for local markets. The maximum allowed
abatement would be 50 per“ent, for a maximum period of five

years.

Cost: This incentive would not apply to existing taxable
property, only to new investments. Consequently, existing local
revenue would not be iImpacted. New property tax revenue
resulting from new basic industry investment would be temporarily
impacted, but this incentive"s role as a marketing tool will
result In more private iInvestment than would otherwise occur.
Over time, this will result In a stronger tax base and more local

revenue.

550 West 7th Avenue
Suite 850
Anchorage. AK 99501

Telephone |907] 258-3700
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Without such a plan, any measures to resolve the current
budgetary dilemma will have only temporary effect. Further,
once new revenue sources are 1identified, State spending will
return unchecked to prior levels, eliminating the possibility
for improved fiscal management.

The corpus of the Permanent Fund must not be used to cure
revenue shortfalls. The Chamber supports the concept of
amending the constitution to provide for a 40/30/30
allocation of the Permanent Fund earnings. Further, the
Chamber supports constitutional amendments imposing
limitations on the level of State spending.

Economic Development

Legislation should be proposed that would provide incentives
that would foster economic development.

A) Taxes. The tax policy of the State should remain stable
and manageable,, and not be subject to the political
pressure of resolving revenue shortfalls. The
Legislature should not yield to the proposals for a
personal income tax, state sales taxes, or increased
motor fuels taxes which negates the benefit of economic
development incentives. The Legislature should not,
under any forse”able circumstances, iImpose increased
taxes on any segment of our depressed economy. This
would 1include the repeal or revision of the ELF (Economic
Limit Factor) relative to the oil industry. Furthermore,
departure from the unitary tax methodology would result
in greater incentive to economic development.

B) Economic Incentives. The adoption of an Economic
Incentives Policy 1is overdue and should be given high
priority in 1989. We recommend that a policy be enacted
immediately to encourage the establishment and
development of basic industry. This policy should follow
the recommendations of the Anchorage Economic Development

Corporation.

These 1incentives would be provided to qualifying
businesses that serve to expand Alaska®s economic base.
These incentives should be flexible and existing
statutory hindrance must be removed.
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1989 Policy Statement 8 Taxation & Finance

Because a sales tax must be approved by the voters before it may be implemented,
there should be no statutory limit on the rate of sales tax a municipality may impose.
If the voters in a municipality desire to tax themselves at a rate higher than the 6
percent currently authorized by statute, they should be permitted to do so.

8. Tax Liability for Certain State Agency Properties: The League
supports legislation to require payment of property taxes by state agencies for real
property owned by the agency for Investment purposes or acquired through
holding of security interests.

Agencies of the State and federal government are treated differently as regards local
property tax on property obtained through default or foreclosure. AHFC and HUD are
two agencies that commit through regulation or legislation to pay local property tax in
realization that local services contribute to the value of their property. Farmers Home
Administration, Public Employees Retirement System, and Teachers Retirement System
are also government agency investors who obtain property through default, but they do
not pay local property tax, claiming exemption under AS 29.45.031 (a) 1. AIDA property
does not contribute to local services.

9. Local Manufacture Taxes: The League endorses legislation that would
amend AS 29.45.050(j) to permit a local option exemption from property taxes for
inventory used in the In-state manufacture of product. The League also supports
a three-to-five-year maximum time period for all such preferential exemptions from
property taxation.

The League recognizes the critical need for permanent jobs and employment stability
in local communities. Where property tax incentives are meaningful in attracting
manufacturing or value-added industry using the human and natural resources of the
State, exemption incentives may be an economic development tool.

This philosophy applies not just to timber but to other natural resource inventories. In
any case, adoption of such an incentive should be by ordinance approved by the voters
and have specific duration of three to five years, at which time the industry can be
proven viable to the extent of sharing the burden with other taxpayers.

10. Optional Exemptions: The League does not oppose the addition of
optional exemptions from property taxation provided the public agrees through a
vote of the people and a sunset on the exemption is set In three to five years.

The League recognizes that expansion of optional exemptions from property taxes
involves more than preferential treatment of classes of owners or property. Issues of
public benefit, effects on formula funding revenues, changes in tax burden on other
property owners, and competitive market influences are a few considerations to be
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weighed. As these factors affect the public generally, adoption of local exemption
should only be through ordinances approved by the voters. Further, in recognition of
changing conditions and public needs, these exemptions should only be considered
with provision of a sunset in three to five years.

11. Real Property Transaction Values: The League urges that If the
Alaska Legislature enacts legislation requiring reporting of real property
transaction values, such legislation also roquire that these reports be shared with
the appropriate municipalities.

Alaska is one of only fourteen states in the country that does not requirr recording of
real property transaction values. The American Bar Association’s proposa. for sale price
reporting, new IRS reporting requirements, and national links of market data to financial
institutional failures all make it likely that the State of Alaska will seriously consider or be
forced to consider full reporting legislation in some form in the near future. Since
municipalities are required to base local property tax on full and true value, it is equally
important that any price reporting data be made available to local municipalities if
uniformity and equity in assessment are to be maintained.

D. PUBLIC EMPLOYEES RETIREMENT

The League urges that any legislation that increases the cost of the Public
Employees Retirement System or the Teachers Retirement System due to
increased benefits require the cost to be borne by contributions from the
employees. The League urges the Legislature to require fiscal notes to address
the impact on each participating municipal employer if any amendments are made
to the Public Employees Retirement System and the Teachers Retirement System.

Because municipal employees, including teachers, are members of the Public
Employees Retirement System or the Teachers Retirement System, municipalities are
affected by changes made by the Legislature to either retirement program. Many times
proposals are made to change a retirement system without focusing on the increased
cost to municipalities that such changes will cause. Because the municipality has no
control over the retirement system and any increase in retirement benefits will decrease
funds available for other municipal services, any increase in retirement system costs
resulting from legislative action should be borne by the employees who will benefit from
the increased retirement benefits. Additionally, in order to assist municipalities and the
Legislature in evaluating changes to the retirement systems, fiscal notes accompanying
such legislation should include an analysis of the fiscal impact on each of the
participating municipalities.



Submitted by: ~SelribTSFTTRATr tarripo?! 1T -

Prepared by: Anchorage Economic
Development Corp.
For reading: November 15, 1988

ANCHORAGE, ALASKA
AR NO. 88-284

A RESOLUTION OF THE ANCHORAGE ASSEMBLY ENCOURAGING THE ALASKA
LEGISLATURE TO ADOPT A BROAD AND RESPONSIBLE ARRAY OF ECONOMIC
DF ~LOPMENT [INCENTIVES TO BE USED BY ALASKA®"S COMMUNITIES

[ TR —_—— - n i -

WHEREAS, the short and long-term outlook for the Alaska
economy remains troublesome due to the 1mpending projected
production decline of the Prudhoe Bay oilfield and continued
uncertainty in world oil markets; and

WHEREAS, there exists an urgent and pressing need for the
communities of Alaska to expand and strengthen their respective
basic i1ndustries; and

WHEREAS, all Alaska communities possess promotable and
developable resources, both natural and hrt. in; and

WHEREAS, Alaska communities often face short-term economic
hurdles that prevent the long-term development of their many and
varied resources; and

WHEREAS these hurdles often include underdeveloped economic
infrastructure, relatively tough commercial and industrial
utility rates, the limited availabilityand highcost of trained
labor 1n many occupations, and underdeveloped capital markets;

and

WHEREAS, 1t is in the public interest for Alaska"s local and
state governments to take positive steps toward lowering those
and other hurdles by offering a responsible and broad array of
incentives for "basic industry™ investment; and

WHEREAS, the use of such tools has been shown by Alaskan and
non-Alaskan communities alike to be both effective and in the

public interest;
NOW, THEREFORE, the Anchorage Municipal Assembly resolves:

Section 1: That the Assembly encourages the Legislature to
enact laws that will create for the use of local governments, a
broad, flexible and responsible array of incentives designed to
induce new private investment 1iIn basic iIndustry ventures that
create net new jobs for the residents of Alaska; and

Section 2: That those incentives should address the issues
of underdeveloped economic iInfrastructure, relatively high
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commercial and industrial utility rates, the limited availability
and high cost of trained labor In many occupations, and underdevel
oped local capital markets.

PASSED AND APPROVED by the Anchorage Assembly this 15th
day of November , 1988.

DOCC/AR24

2A
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FAIRBANKS INDUSTRIAL
DEVELOPMENT CORPORATION

520 5TH AVENUE
SUITE 410
FAIRBANKS, ALASKA 99701
(907) 452-2185

April 14, 1909

Andy Hemenway

Office of Rep. Max Gruenberg
Capitol, Room 118

Juneau, Alaska 99811

RE: H.B. 272
Dear Mr. Hemenway:

This will acknowledge your advice that the above referenced
bill relating to optional exemption from local taxes has now been
filed iIn the House of Representatives.

The Board of Directors of Fairbanks Industrial Development
Corporation (which is inclusive of a broad cross-section of our
community leadership, including both City and Borough mayors) is
supportive of this proposed legislation. We believe that
tem£>orary tax exemption s an important incentive which will
materially enhance our ability to put together competitive
proposals for new industry start-up.

Partial and temporary tax exemption is a commonly utilized
tool to support operating margins until the company®s income
stream builds to the point where the tax relief is no longer
necessary. In this time of economic distress, Alaska
municipalities need all the help they can get to attract new
industry, and this authority will be a positive addition to our
list of economic iIncentive options.

The principal objective of FIDO is to obtain 1,000 new jobs
in the Fairbanks area within the next five years. Attainment of
this objective, even in part, will greatly exceed the negative
effect iIn temporarily foregoing a property tax assessment.

We appreciate the efforts of Rep. Gruenberg and others in
leading this effort.

Executive Director

RR:cp



}2-45_010 Alaska Statutes 3] 2,45_010
Chapter 41. Powers of Third Class Boroughs.

[Repealed. S S8 ch 74 SLA 1985.1

Chapter 43. Powers of Cities Outside Boroughs.

IRepealed, § 88 ch 74 SLA 1985.]

Chapter 45. Municipal Taxation.

Article

. Municipal Property Tax <& 29.45.010 — 29.45.250i
Enforcement of Tax Liens (85 29.45.290 — 29.4.r 5001

. City Property Tux (88 29.45.550 — 29.45.600)

Borough Sales and Use Tax <8 29.45.650 — 29.45.670)
. City Sales and Use Taxes <88 29.45.700 — 29.45.710)

OB WN R

Article 1. Municipal Property Tax.

Section Section

7. Property tax 130. Independent investigation
20. Taxpayer notice 140. Violations

30. Required exemptions 150. Reevaluation

40 Property tax equivalency payments  160. Assessment roll
50. Optional exemptions and exclusions  170. Assessment notice

60 Farm or agricultural land 180. Corrections
70 Mobile homes 190. Appeal
80. Tax on oil and gas production and  200. Board of equalization
pipeline property 210. Hearing
90 Tax limitation 220 Supplementary assessment rolls
100 No limitations on taxes to pay bonds 939 Tax adjustments on property affect-
103 Taxation records ed by a natural disaster
105 Errors in taxation procedures 240. Tax levy and rate
110. Full and true value 250. Rates of penalty and interest

120 Returns

Sec. 29.45.010. Property tax. <al A unified municipality may levy
a property tax. A borough may levy

(1) on areawide property tax for areawide functions;

(2) a nonareawide property tax for functions limited to the area
outside cities;

(3) a property tax in a service area for functions limited to the
service area.

(bl A home rule or first class city may levy a property tnx subject to
AS 29.45.550 — 29.45.560. A second class city may levy a property tax
subject to AS 29.45.590.

<¢) Ifa tax is levied on real property or on personal property, the tax
must be assessed, levied, and collected as provided in this chapter.
f§ 12 ch 74 SLA 1985)

e ]



S 2-45-(11) Alaska Statutes § 2.45.030

(> Compliance with the provisions of this section is a prerequisite
to receipt of municipal tax resource equalization assistance under AS
29.60.010 — 29.60.080 and state aid for miscellaneous municipal ser-
vices under AS 29,60.100 — 29.60.180. The department shall withhold
annual allocations under those sections until municipal officials dem-
onstrate that the requirements of this section have been met. (8 12 ch
74 SLA 1985)

Sec. 29.45.030. Required exemptions, (a) The following property
is exempt from general taxation:

(1) municipal, state, or federally owned property, except that a pri-
vate leasehold, contract, or other interest in the property is taxable to
the extent of the interest;

(2) household furniture and personal effects of members of a house-
hold;

(3) property used exclusively for nonprofit religious, charitable,
cemetery, hospital, or educational purposes;

(4) property of a nonbusiness organization composed entirely of per-
sons with 90 days or more of active service in the armed forces of the
United States whose conditions of service and separation were other
than dishonorable, or the property of an auxiliary of that organiza-
tion;

(5) money on deposit;

(6) the real property of certain residents of the state to the extent
and subject to the conditions provided in <) of this section;

(7) real property or an interest in real property thf >mpt from
taxation under 43 U.P.C. 1620(d), as amended.

Ib> In (a! of this section, "property used exclusivel> lor religious
purposes” includes the following property owned by a religious organi-
zation:

(1) the residence of a bishop, pastor, priest, rabbi, minister, or reli-
gious order of a recognized religious organization;

(21 a structure, its furniture, and its fixtures used solely for public
worship, charitable purposes, religious administrative offices, reli-
gious education, or a nonprofit hospital;

(3) lots required by local ordinance for parking near a structure
defined in (2) of this subsection.

(c) Property described in (a)(3) or (4) of this section from which
income is derived is exempt only if that income is solely from use of
the property by nonprofit religious, charitable, hospital, or educa-
tional groups. If used by nonprofit educational groups, the property is
exempt only if used exclusively for classroom space.

id>Laws exempting certain property from execution under the Code
of Civil Procedure (AS 09) do not exempt the property from taxes
levied and collected by municipalities.

10
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Sec. 29.40.180. Violations. <tie owner of land located in u subdivi-
sion may not transfer, sell, offer to sell, or enter into u contract to sell
land in a subdivision before a plat of the subdivision hus been pre-
pared, approved, filed, and recorded in accordance with this chapter. A
person may not file or record a plat or other document depicting subdi-
vided lund in a public recorder's office unless the plat or document huH
been approved by the platting authority. For the violation of a provi-
sion of this chapter, a subdivision regulation udopted under this chap-
ter, or a term, condition, or limitation imposed by a platting authority
in the exercise of its powers under this chapter, a municipality muy by
ordinance prescribe a penalty not to exceed a fine of $1,000 und im-
prisonment for 90 days. (§ 11 ch 74 SLA 1995; am 8§ 6 ch 161 SLA
1988)

Effect of amendments. — The 1988 substituted "may not” for "to" and "filed,
amendment, effective January 1, 1989, und recorded" for "and filed" in the firat
deleted "It is unlawful for" at the begin- sentence, and "msy not file or record" for
ning of the first and second sentences; and  "to file" in the second sentence.

Chapter 45. Municipal Taxation.

Acrticle

1 Municipal Property Tax (8§85 29.45.050, 29.45.065, 29.45.230)
4. Borough Sales and Use Tax (5 29.45.6501

5. C,. Sales and Use Tax (5 29.45,700)

Article 1. Municipal Property Tax.

Section Section
50. Optional exemptions and exclusions  230. Tax adjustments on property af-
65. Assessment of private airports open fected by a natural disaster

for public use

Sec. 29.45.030. Required exemptions.

Cross references. — For exemption of local ad valorem taxes, see AS
electric and telephone cooperatives from 10.25.540tb).

Sec. 29.45.050. Optional exemptions and exclusions, (a) A mu-
nicipality may exclude or exempt or partially exempt residential prop-
erty from taxation by ordinance ratified by the voters at an election.
An exclusion or exemption authorized by this section may not exceed
the assessed value of $10,000 for any one residence.

(b) A municipality may by ordinance

(1) classify boats and vessels for the purposes of taxation and may
establish the assessed valuation of boats and vessels on the basis of
their registered or certificated net tonnage;

(2) classify and exempt from taxation

m



§2-45-® Alaska Statutes Suh'Lkmknt t2_45-®

(A) the property of an organization not, orgunizod for business or
profit-making purposes and used exclusively for community purposes
if the income derived from rental of that property does not exceed the
uctual cost to the owner of the use by the renter;

(B) historic sites, buildings, and monuments;

(Cl land of a nonprofit organization used for agricultural purposes
if rightH to subdivide the lund are conveyer! to the state and the con-
veyance includes a covenant restricting use of the land to agricultural
purposes only; rights conveyed to the state under this subparagraph
may be conveyed by the state only in accordance with AS 38.05.069(c);

(3) exempt personal property from tnxntion;

(4) exempt business inventories from tuxution;

15) classify as to type and exempt or partially exempt any or all
types of motor vehicles from taxation.

(c) The provisions of (a) of this section notwithstanding,

(1)a borough may, by ordinance, adjust its property tax structure
in whole or in part to the property tax structure of a city in the
borough, including but not limited to, excluding personal property
from taxation, establishing exemptions, and extending the redemp-
tion period;

(2) a home rule or first class city has the same power to grant
exemptions or exclude property from borough taxes that it has as to
city taxes if

(A) the exemptions or exclusions have been adopted as to city taxes;
and

(B) the city appropriates to the borough sufficient money to equal
revenues lost by the borough because of the exemptions or exclusions,
the amount to be determined annually by the assembly;

(3) a city in a borough may, by ordinance, adjust its property tax
structure in whole or in part to the property tax structure of the
borough, including but not limited to exempting or partially exempt-
ing property from taxation.

(d) Exemptions or exclusions from property tax that have been
granted by a home rule municipality in addition to exemptions autho-
rized or required by law, and that are in effect on September 10,1972,
and not later withdrawn, are not affected by this chapter.

(e) A municipality may by ordinance classify and exempt or par-
tially exempt from taxation privately owned land, wet land and water
areas for which a scenic, conservation, or public recreation use ease-
ment is granted to a governmental body. To be eligible for a tax ex-
emption, or partial exemption, the easement must be in perpetuity.
However, the easement is automatically terminated before an emi-
nent domain taking of fee simple title or les:- than fee simple title to
the property, so that the property owner is compensated at a rate that
does not reflect the easement grant.

112
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() A municipality may by ordinance exempt from taxation ull or
purt of the increase in assessed value of improvements to real property
if on increase in assessed value is directly attributable to alteration of
the natural features of the land, or new maintenance, repair, or reno-
vation of an existing structure, and if the alteration, maintenance,
repair, or renovation, when completed, enhances the exterior appear-
ance or aesthetic quality of the lund or structure. An exemption may
not be allowed under this subsection for the construction of nn im-
provement to a structure if the principal purpose of the improvement
is to increase the amount of space for occupuncy or nonresidential use
in the structure or for the alteration of land us a consequence of con-
struction activity. An exemption provided in this subsection may con-
tinue for up to four years from the date the improvement is completed,
or from the dute of approval for the exemption by the local assessor,
whichever is later.

(@) A municipality may by ordinance exempt from taxation all or
part of the increase in assessed value of improvements to a single-
family dwelling if the principal purpose of the improvement is to in-
crease the amount of space for occupancy. An exemption provided in
this subsection may continue for up to two years from the date the
improvement is completed, or from the date of approval of an applica-
tion for the exemption by the local assessor, whichever is later.

(h) A municipality may by ordinance partially or wholly exempt
land from a tax for fire protection service and fire protection facilities
and may levy the tax only on improvements, including personal prop-
erty affixed to the improvements.

(i) A municipality may by ordinance approved by the voters exempt
from taxation the assessed value that exceeds §150,000 of real prop-
erty owned and occupied as a permanent place of abode by a resident
who is

(1) 65 years of age or older;

(2) a disabled veteran; or

(3) at least 60 years old and a widow or widower of a person who
qualified for an exemption under (1) or (2) of this subsection.

() A municipality may by ordinance approved by the voters exempt
real or personal property in a taxing unit used in processing timber
afler it has been delivered to the processing site from up to 75 percent
of the rate of taxes levied on other property in that taxing unit. An
ordinance adopted under this subsection may not provide for an ex-
emption that exceeds five years in duration. In this subsection "taxing
unit" means a municipality and includes

(1) a service area in a unified municipality or borough;

(2) the entire area outside cities in a borough; and

(3) a differential tax zone in a city.

(k) A municipality may by ordinance approved by the voters ex-
empt from taxation pollution control facilities that meet requirements
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of the United Stoles Environmental Protection Agency or the Depart-
ment of Environmental Conservation. An ordinance adopted under
this subsection muy not provide for an exemption that exceeds five
years in durution.

() A municipality may by ordinance exempt from taxation an inter-
est, other than record ownership, in real property of an individual
residing in the property if the property has been developed, improved,
or acquired with federul funds for low-income housing and is owned or
managed as low-income housing by the Alaska Stute Building Au-
thority 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. (8 12 ch 74 SLA 1985;
am 8§ 1ch 103 SLA 1985; am 8 5ch 70 SLA 1986; am § 1ch 151 SLA

1988)

Effect of amendments. — The P88
amendment, effective Jnnunry 1, 1989,
added subsection (/).

Sec. 29.45.065. Assessment of private airports open for public
use. (@) A municipality may provide by ordinance that airports lo-
cated on private land and open and available for public use may be
assessed at full and true value for airport use and not as if subdivided
or used for some other nonairport use. The assessor shall maintain
records valuing the land at both full and true value and airport use
value. If the land is sold, leased, or otherwise disposed of for uses
incompatible with airport use by the public or if the owner converts
the land to a use incompatible with airport use by the public, the
owner is liable to pay an amount equal to the additional tax at the
current mill levy together with eight percent interest from the time of
the incompatibility, as if the land had not been assessed for airport
use. Payment of the additional tax and interest shall be made to the
municipality.

(b) To secure the assessment under this section, the owner of the
airport shall show that the airport is on private land, is open and
available for public use, and is of benefit to the public or municipality.
The owner shall apply to the assessor before May 15 of each year that
the assessment is desired on forms to be prescribed by the municipal-
ity for use of the local assessor and shall include information reason-
ably required to determine the entitlement of the applicant. If the
land is leased for airport purposes, the applicant shall furnish the
assessor with a copy of the lease bearing the signature of both the
lessee and lessor for the period that the exemption is requested.

(c) In this section, "airport” means an area of land or water that is
used for the landing, takeoff, movement, or parking of aircraft, and
the appurtenant areas that are used for airport buildings or other
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Cook
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Original sponsors: Gruenberg, Ellis,
Larson, et al.
IN THE HOUSE
CS FOR HOUSE BILL NO. 272 (
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to optional exemptions from, or

deferral of payment of, municipal taxes."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.45.050 is amended by adding new subsections to read:
(m) A municipality may by ordinance partially or totally exempt
all or some types of economic development property from taxation for
up to Ffive years. A municipality may by ordinance permit deferral of
payment of taxes on all or some types of economic development property
for up to five years. An ordinance adopted under this subsection must
include specific eligibility requirements and require a written appli
cation for each exemption or deferral. In this subsection 'economic
development property'” means real or personal property that
(1) has not previously been taxed by the municipality;
(@ is used iIn a trade or business in a way that
(A) creates employment in the municipality;
(B) generates sales outside of the municipality of
goods or services produced in the municipality; or
(© materially reduces the importation of goods or
services from outside the municipality; and
(@ has not been used iIn the same trade or business in
another municipality for at least six months before the application
for deferral or exemption is Ffiled; this paragraph does not apply to
inventories.

) A municipality may Ly ordinance classify as to type
CSHB 272(
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inventories intended for export outside the state and partially or

totally exempt all or some types of those iInventories from taxation.

The ordinance may provide for different levels of exemption for dif-

ferent classifications of inventories. An ordinance adopted under

this subsection must 1include specific eligibility requirements and

require a written application for each exemption.

CSHB 272( ) -
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Cook
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Original sponsors: Gruenberg, Ellis,
Larson, et ol.
IN THE HOUSE
CS FOR HOUSE BILL NO. 272 ( )
INTHE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to optional exemptions from, or

deferral of payment of, municipal taxes."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.A5.050 is amended by adding new subsections to read:
(m A municipality may by ordinance partially or totally exempt
all or some types of economic development property from taxation for
up to Ffive years. A municipality may by ordinance permit deferral of
payment of taxes on all or some types of economic development property
for up to five years. An ordinance adopted under this subsection must
include specific eligibility requirements and require a written appli-
cation for each exemption or deferral. In this subsection ™economic
development property'” means real or personal property that
(1) has not previously been taxed by the municipality;
(2) 1is used iIn a trade or business iIn a way that
(A) creates employment in the municipality;
(B) generates sales outside of the municipality of
goods or services produced in the municipality; or
(© materially reduces the importation of goods or
services from outside the municipality; and
(@ has not been used in the same trade or business in
another municipality for at least six months before the application
for deferral or exemption.is Tfiled; this paragraph does not apply to
inventories.

) A municipality may by ordinance classify asto type
-1- CSHB 272( )
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inventories intended for export outside the state and partially or

totally exempt all or some types of those inventories from taxation.

The ordinance may provide for different levels of exemption for dif-

ferent classifications of 1Inventories. An ordinance adopted under

this subsection must iInclude specific eligibility requirements and

require a written application for each exemption.
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ALASKA RAILROAD CORPORATION

PUBLIC ENTITY LEASE POLICY

I. PURPOSE: APPLICATION t

The purpose of this policy statement 1is to set forth
guidelines and principles wupon which the Alaska Railroad
Corporation ("ARRC™) will Ilease property to the State of Alaska
and 1i1ts political subdivisions. This Policy 1is intended to
give the State and its political subdivisions information about
the ARRC"s policy with respect to its land program. The Policy
does not create or assume a right to use of ARRC land by any
public entity, but rather states the terms which shall be
included iIn any agreement between the parties. Until their
renewal, extension, assignment or termination, existing leases
will not be governed by this policy.

As a public corporation established pursuant to AS 42.40,
the ARRC 1is self-sustaining and operates without subsidy. It
was the legislative intent to enhance and preserve railroad
assets so as not to compromise the corporation®s value in the
event of a sale to the private sector. However, iIn recognition
of the Corporation®s position as a participating member within
each host community, the ARRC may lease its lands to the State
and its political subdivisions at less than fair market value™)
as authorized by AS 42.40.350(d). Specific requests will be
negotiated on a case by case basis, consistent with this policy

statement. ARRC reserves the right to maintain compatibility
with 1i1ts master land use plans and guidelines in responding to
specific requests. Agreements which promote the public

welfare, operational safety, human health and the environment
are to be encouraged.

This Policy shall control leases to eligible entities of
ARRC®"s right-of-way and non-right-of-way Qlands, including any
agreements for surface uses within the right-of-way which are
substantially parallel to the tracks and exclude other surface

uses. It does not apply to crossings of the right-of-way by
roads or utilities, which will continue to be governed by
permits. No annual administrative fee will be charged under
public road crossing permits. In order to qualify for

treatment under this Policy, an eligible entity must consult
with ARRC 1in its initial planning process to avoid unnecessary
conflicts with ARRC property usage and operations.

2. RESPONSIBILITY
Board of Directors - Approval of individual agreements

issued under this Policy and any exceptions to the guidelines
set herein, consistent with ARRC"s Approval Authority Guide.
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President and CEO - Interpretation of this Policy.
Vice President, Finance - Administration of this Policy.
Director, Real Estate - Implementation pf this Policy.

General Counsel - Review to 1insure compliance with this
policy statement and applicable laws and regulations.

3. REFERENCES

ARRC Board Rule No. LI (ARRC Long Term Lease Policy)

ARRC Standard Long Term Lease Form

Alaska Statutes 42.40

ARRC Guidelines Cor High Public Interest Lands

ARRC Board Rule No. 13 (Alaska Policy on Railroad/Highway
Crossings)

4. DEFINITIONS

A. Public Entity.

"Public Entity"” as used in this Policy shall mean the
following: "

(1) The State of Alaska or any of 1ts agencies,
departments or divisions established by the Alaska Constitution
or Alaska Statutes.

(i1) Political subdivisions of the State of Alaska,
which shall be defined as home rule municipalities or general
law municipalities (first, second and third class boroughs and
first and second class cities) organized under Title 29 of the
Alaska Statutes.

The following are specifically not included within the
definition of Public Entity for purposes of this Policy: the
United States government or 1its agencies or departments;

non-profit corporations; school districts; tax-exempt
organizations; state or federal public corporations,
commissions, or boards; and the University of Alaska. Such

entities are not foreclosed from negotiating agreements with
ARRC outside of this Policy, consistent, however, with ARRC"s
statutory requirements (including specifically AS 42.40.350(d)),
and the Approval Authority Guide.

B. Intended Property Use.

The 1intent of this section isto define the categories
ofuse of the subject property intended by the Public Entity.

©O) Public Amenity Use. A use of the property for
public purpose that produces no revenues other than nominal use
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fees. Use should be non-exclusive and available to the public
at large. Examples of such uses include parks, greenbelts,
sites of historic significance, pedestrian paths and trails.

(i) Public Service Use. A non-revenue-generating
use of the property that 1is required for the public safety,
welfare and benefit that can stimulate economic development, or
enhance tax revenues. Typical examples of Public Service Use
include but are not Ilimited to: highways, roads, airstrips,
community centers, police and fire stations, certain
recreational facilities, well sites, pump stations, scientific
research or early warning sites, flood control sites, and
qualifying communication sites.

(iin) Commercial Use. An activity that could b™
performed in either thepublic or private sector, and as to
which a reasonably prudent businessperson would expect the
revenues derived from theactivity to cover the operating costs
of the activity. To determine whether an activity meets this
standard, ARRC may refer to factors considered under fTederal
income tax regulations or other reasonably appropriate
sources. Such uses can include ports, harbors, airport
commercial development, parking lots, utility sub-stations, and
concessions.

C. Property Type.

The intent of this section iIs to establish the
different categories of real property owned by ARRC, based on
ARRC"s use and the property®"s location.

(i) Operating Property. Property which 1is used 1in
railroad freight, dock, and passenger operations or which is
reasonably anticipated for such use.

(i1) Right-Of-Way. The Right-of-Way corridor is the
long narrow strip of property rights whose existence can be
justified best by use for transportation, communication and/or
transmission purposes iIn contrast to other possible uses. This
property may include surface, subsurface or air rights or any
combination of these rights. At the outset, Right-of-Way
includes the 200-foot (less iIn certain locations) railroad
utility corridor acquired from the federal government in Tfull
fee or as an exclusive use easement; it may be expanded to
include other property acquired by ARRC for similar uses,
either iIn fee or as a lesser estate such as a right of way

easement.

(ii1) Leased Land. Those parcels of land encumbered
by a revenue-generating Jlease agreement or permit tetween a
third party arl ARRC at the time of request by the Public
Entity.

(iv) I'on-Oporating Property. All other real property.
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5. PERCENTAGE RENT FOR QUALIFYING PUBLIC ENTITY

The following chart will be consulted to calculate the
percentage of fair market value rent for which a parcel of land
will be made available to a Public Entity. Factors under the
chart include both the use intended by the Public Entity and
the type of property to arrive at a reasonable rate of return

for ARRC.

Type of Public Amenity &

Property Public Service Commercial

ROW 50% 100%

Operating

Non-Operating NF 100%

Leased — 100% 100%
Land

Notes:

NF = Nominal fee to cover administrative costs.
All rents based upon above percentages, to bf applied to

fair market value rent as determined under paragraph G.
In the event a parcel Talls within more than one of the

above property types, the category providing the greater return
to ARRC shall be applied, but only if more than 25% of the

parcel falls within that category.
6. DETERMINATION OF FAIR MARKET VALUE RENT

The fair market value rent to which the Tformula set forth
in Paragraph 5 shall apply will be determined as follows:

A. Appraisal of Fair Market Value of Fee Simple
Interest. ARRC will select an appraiser from a Llist of
qualified appraisers compiled by ARRC and kept available for
public inspection at 1its Real Estate office. The appraiser

will determine, as of the date of the beginning of the
applicable period, the fair market value of the fee simple
interest iIn the property being leased, unencumbered by the
Public Entity"s lease, 1including improvements owned by ARRC and
excluding improvements owned by the Public Entity.
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In appropriate cases the appraiser will be instructed to
value the total original parcel, the sub-parcel being
appropriated Cor the Public Entity"s use, and the effect of
such appropriation on the remaining ARRC property. Use of the
income approach 1is specifically recognized as valid 1iIn valuing

the total parcel.

B. Rent Credits. It is understood that certain uses
intended by a Public Entity may enhance adjoining ARR1
property. In appropriate cases the appraiser will be

instructed to determine the value of such enhancement and ARRC
shall grant rental credits to the Public Entity in an amount
not to exceed the value of the enhancement. However, the
credit shall not reduce rent to an amount less than zero.

ARRC may also grant rent credits in recognition of
permanent non-depreciable improvements (such as gravel Till)
made to the property, to be negotiated on a case-by-case basis
prior to installation. Such improvements become the property
of ARRC immediately upon installation. In no event will the
credit reduce rent to less than zero.

C. Rental Rate. The "rental rate”™ used for rent revision
will remain fixed during the term of the agreement and the same
rate will be employed 1in connection with all revisions. The
rental rate will be the one iIn use by ARRC for commercial
leases at the time the agreement is executed.

D. Fair Market Value Rent. The fair market value rent
shall be the product derived from multiplying the fair market
value of the property by ARRC®"s current rental rate.

E. Rent Revision. The rent will be revised at a minimum
every five (6) years o0s as otherwise negotiated. The new rent
established by the rent revision procedure for a particular

period will not be less than the prior period®s rent. A
percentage rate establishing a maximum 1increase in rent (rent
cap) to apply at the time of each revision will be

predetermined and incorporated in the agreement.
7. AGREEMENT BETWEEN ARRC AND PUBLIC ENTITY

Al Contract Terms. The Public Entity will execute
appropriate agreement (lease or permit) with ARRC for its land
use, which shall include at a minimum the following:

(i) as to Right-of-Way, appropriate restrictions and
conditions on the Public Entity"s use vreducing the risk of
safety hazard or interference with other uses of the
right-of-way;

(i) a hold harmless and indemnity for liability
arising from the Public Entity"s use of ARRC land;
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(iin) as to land made available at less than Cull
fair market value, an agreement by the Public Entity to stop
its use of the land 11f such wuse iInterferes with ARRC's
expansion or replacement of railroad facilities or railroad
operations, or 1If 1t creates a safety hazard iIn the opinion of

ARRC; /

(iv) as to land made available at less than full fair
market value, a provision allowing termination by either party
on 90 days notice, except where such a provision will prevent
the Public Entity from obtaining federal funds;

(v) a provision regarding compensation for the use by
the Public Entity, calculated iIn accordance with Paragraph 5 of
this Policy;

(vi) a provision placing the vresponsibility for
compliance with land use planning and platting regulations on
the Public Entity, 1if required by either good practice or local
ordinance; and

(vii) as to land made available at less than Tull
fair market value, a provision that compensation may iIncrease
to full fair market value 1iIn the event the character of the
land"s use changes®™ to a commercial nature, whether due to the
Public Entity"s actions or to changes external to the premises.

B. Permit or Lease. In appropriate instances (primarily
involving Right-of-Way which must remain available for uses
other than the Public Entity"s). ARRC will offer the Public
Entity a permit rather than a Ilease, which will nevertheless
provide for compensation to ARRC under Paragraph 5 of this
Policy. In situations involving projects with federal funding,
neither ARRC®"s standard Hlease nor permit may be appropriate.
In such cases, the parties will negotiate an agreement in good
faith and subject to ARRC Board approval.

C. Payment Terms. When requested by the Public Entity or
deemed desirable by ARRC. the parties may negotiate payment of
compensation (including nominal fees) for the entire term iIn a
lump sum rather than annually, or may mutually agree to such
payments at 5-year intervals. Payment for the entire term may
be discounted to present value using the published Federal
Reserve discount rate then in effect. Payments for a 5-year
interval will not be discounted to present value.

ARRC and a Public Entity may negotiate the exchange of
an interest in lands as a method of paying compensation under
this Policy, subject to AS 42.40.285(1), In such event, a
qualified appraiser shall determine the fair market value of

both parcels (or the iInterests therein) proposed for exchange
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under the criteria set forth above. The parties may also
negotiate payment of in-kind consideration (for example,
services or materials) by the Public Entity, subject to board

approval.
0. TAXATION AND ASSESSMENTS

The Public Entity will be required to pay all real property
taxes and assessments of every description for which the leased
property or ARHC are or become Iliable. In the event a tax 1is
levied by the Public Entity against ARRC, whether on the
rentals under a lease, or on the property"s fee value, or on
ARRC"s interest 1in the subject property, or otherwise, the
Public Entity shall pay ARRC full fair market value rent
commencing as of the date the property or ARRC is made subject
to such tax.

9. OWNERSHIP OF IMPROVEMENTS: TERMINATION

Subsurface improvements (except utility service connections
and underground storage tanks) become the property of ARRC upon
installation. Any personal property or iImprovements owned by
the Public Entity remaining on the property upon termination
must be removed at the Public Entity’s expense. ARRC may, at
its discretion and“upon request, allow a Public Entity to leave
some or all of 1its 1improvements on the property upon
termination.

293 1WPRE
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUWM January 25, 1990

SUBJECT: Sectional Summary of HB 294, An Act relating
to taxation of property of the Alaska
Railroad Corporation by municipalities

TO: Representative Eileen MacLean

FROM: George Utermohle,™
Legislative Counsel

This memorandum is a sectional summary of HB 294.

A summary or analysis ©f a bill is not an authoritative de-
scription of the contents of the bill. The bill itself 1is
the best statement of its contents.

Section 1 of the bill states the purpose of the bill. The
purpose of the bill is to allow property of the state-owned
Alaska Railroad Corporation to be taxed by municipalities.

Section 2 of the bill amends AS 29.45.030(a) by eliminating
the tax exempt status of Alaska Railroad Corporation proper-

ty.

Section 3 of the bill adds a new section to AS 29.45 estab-
lishing procedures for collection of delinquent taxes owed
to municipals.ties by the Alaska Railroad Corporation.

Section 4 of the bill amends AS 42.40.910(a) by providing
that the property of the Alaska Railroad Corporation is sub-
ject to municipal property taxes as authorized under AS 42.-
40.910(d), as added by sec. 5 of the bill.

Section 5 of the bill amends AS 42.40.910 by adding a new
subsection (d) that authorizes municipalities to tax the
property of the Alaska Railroad Corporation under AS 29.-
45.010 - 29.45.600.



Representative Eileen MaclLean
Page 2
January 25, 1990

Section 6 of the bill provides that the bill takes effect
January 1, 1990. The effective date of the bill should be
changed before the bill passes the Legislature.
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March 13. 1990

MEMORANDUM

TO: Representative Eileen MacLean, Chair
Members, House Community and Regional Affairs Committee

FROM:  Scott A. Burgess, Executive DireralL~~"< J)

SUBJECT: HB 294 - Municipal Taxation of the Alaska Railroad

The Alaska Municipal League supports HB 294 allowing municipalities to assess
and levy property taxes against the Alaska Railroad Corporation property within

their municipal boundaries.

The Alaska Railroad Corporation is currently exempt by state law from municipal
property taxes. For three reasons, the AML feels that the Alaska Railroad should
no longer enjoy this protected status: (1) the Railroad’s operations impact
services provided by municipalities: (2) the Railroad is in direct competition with
certain private carriers; and (3) the Railroad has demonstrated solvency since its
transfer to the State of Alaska and is no longer in need of special treatment to
ensure its success.

| have attached several resolutions of individual municipalities supporting taxation.
The League supports HB 294, introduced during the First Session of the Sixteenth
Legislature, which would amend AS 29.45.030(a) to make the real and personal

property of the Alaska Railroad Corporation subject to taxation.

Attachments

snb2:hb294,arrc
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By: Paul Chizmar

Introduced: 02/22/90
Adopted: 02/22/90
Immediate

Reconsideration

Failed: 02/22/90
Adopted: 02/22/90

RESOLUTION NO. 90-020

A RESOLUTION OFf THE FAIRBANKS NORTH STAR BOROUGH ASSEMBLY
SUPPORTING THE ELIMINATION OF THE ALASKA RAILROAD CORPORATION*S
PROPERTY TAX LIABILITY EXEMPTION.

WHEREAS, Alaska State Statute 42.40.910 grants the real
and personal property of the Alaska Railroad an exemption from
all taxes special assessments by the State and municipalities;

and

WHEREAS, the Railroad directly and indirectly competes
with private carriers iIn the transportation of goods along the
railbelt; and

WHEREAS, the private carriers are liable for the
payment of taxes to the State and municipalities; and

WHEREAS, these tax payments place the other carriers at
a relative disadvantage vis a vis the Alaska Railroad;

WHEREAS, this tax disadvantage distorts the allocation
of society”s resources from the most efficient mix possible; and

WHEREAS, the Alaska Railroad"s property interest
benefits from services provided from the local government; and



Section 3: That copies of the resolution shall sent to
the Governor of the State of Alaska and the President and CEO of
the Alaska Railroad Corporation and all members of the Alaska

State Legislature.

PASSED AND APPROVED THIS 22ND DAY OF FEBRUARY, 1990.

PresiAingofficerU

ATTEST:

Clerk of the Assembly

RESOLUTION NO. 90-020
Page 3 of 3
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By: Paul Chizmar

Introduced: 02/22/90
Adopted: 02/22/90
Immediate

Reconsideration

Failed; 02/22/90
Adopted: 02/22/90

RESOLUTION NO. 90-020

A RESOLUTION OF THE FAIRBANKS NORTH STAR BOROUGH ASSEMBLY
SUPPORTING THE ELIMINATION OF THE ALASKA RAILROAD CORPORATION®S
PROPERTY TAX LIABILITY EXEMPTION.

WHEREAS, Alaska State Statute 42.40.910 grants the real
and personal property of the Alaska Railroad an exemption from
all taxes special assessments by the State and municipalities;

and

WHEREAS, the Railroad directly and indirectly competes
with private carriers in the transportation of goods along the

railbelt; and

WHEREAS, the private carriers are liable for the
payment of taxes to the State and municipalities; and

WHEREAS, these tax payments place the other carriers at

a relative disadvantage vis a vis the Alaska Railroad;

WHEREAS, this tax disadvantage distorts the allocation
of society"s resources from the most efficient mix possible; and

WHEREAS, the Alaska Railroad®"s property interest
benefits from services provided from the local government; anl



WHEREAS, the Alaska Railroad docs not reimburse the
local government for any of these benefits which , In fact, the
Railroad is increasing fees charged to local governments for use
of i1ts right-of-ways and leasehold interests; and

WHEREAS, this disparity places an unfair burden on the

local taxpayers; and

WHEREAS, a private railroad would not enjoy tax exempt
status.

NOW, THEREFORE, Fairbanks North Star Borough Assembly
resolves:

Section 1; That Alaska State Statute 42.40.910 be
amended to read as follows:

A.S. 42.40.910. “Exemptions from taxation, (@ The
exercise of the powers granted by this chapter shall be
in all respects for the benefit of the people of the
state, fTor their well-being and prosperity, and for the
improvement of their social and economic conditions.
(Subject to (b) of this section the] The real and
personal property of the corporation shall be liable
for property taxes levied bv a Municipality. (And it;,
assets] Its iIncome and receipts are exempt from all
taxes (and special assessments] of the State or a
political subdivision of the State.”

Section 2: That this resolution is effective upon
passage and approval.

RESOLUTION NO. 90-020
R:*ge 2 of 3



Section 3: That copies of the resolution shall sent to
the Governor of the State of Alaska and the President and CEO of
the Alaska Railroad Corporation and all members of the Alaska
State Legislature.

PASSED AND APPROVED THIS 22ND DAY OF FEBRUARY, 19S0.

-4~ 4 aek

Presidihg Officer

ATTEST:

Cleric "of the Assembly

PESOLUTION NO. 90-020
Page 3 of 3



MATANUSKA-SUSITNA BOROUGH
Resolution Serial No, 90-026/?/H

A RESOLUTION OF THE ASSEMBLY OF THE MATANUSKA-SUSITNA BOROUGH
SUPPORTING THE PASSAGE OF LEGISLATION AUTHORIZING THE TAXATION OF

ALAS&IJtAI LSTIMLEFIOPEM,
WHEREAS, the Alaska Municipal League (AML) has i1ncluded, 1n

its fTiscal stability measures, a proposal for local taxation of
Alaska Rairlroad Corporation property; ard

WHEREAS, the real and personal property of the Alaska
Railroad Corporation should be excepted from the exemption Tfrom

taxation granted to public property; and

WHEREAS, House Bill 294 and Senate Bill 300 authorize the
taxation of Alaska Railroad Corporation property; and

WHEREAS, the Assembly of the Matanuska-Susitna Borough
supports tha passage of legislation removing the exemption from
taxation of Alaska railroad property; and

WHEREAS, the addition of such property to the tax base of
local municipalities will promote the fiscal stability of local
regions,

WHEREAS, the property of the Alaska Railroad places a burden
upon railbelt communities for the costa ofproviding basic

services to the railroad,
NOW, THEREFORE, BE IT RESOLVED that Che Assembly of the

Matanuska-Susitna Borough supports the elimination of the exemp-
tion from taxation of the real and personal property of the
Alaska Railroad Corporation,

BE IT FURTHER RESOLVED that copies of this Resolution be
forwarded to all members of the Alaska state Legislature, the
Governor of the state of Alaska and the Alaska Municipal League.

usitna
Linda Dahl, Borough Clark
(SEAL)
7\021<90-3 1/1 RES NO.90-026

AM No. 90-059
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RESOLUTION NO. 9018

A RESOLUTION OF CITY COUNCIL OF THE CITY OF VALDEZ,
ALASKA, SUPPORTING THE ELIMINATION OF THE ALASKA RAILROAD
CORPORATION®"S PROPERTY TAX LIABILITY EXEMPTION

WHEREAS, Alaska Stata Statute 42.40.910 grants ths real and
personal property of the Alaska Railroad an exemption from all
taxes and special assessments by the State and municipalities; and

WHEREAS, the Railroad directly and indirectly competes with
private carriers in the transportation of goods along the raiibelt;
and

WHEREAS, the private carriers are liable for the payment of
taxes to the State and municipalities; and

WHEREAS, these tax payments place the other carriers at a
relative disadvantage vis a vis the Alaska Railroad; and

WHEREAS, this tax disadvantage distorts the allocation of
society"s resources from the most efficient mix possible; and

WHEREAS, the Alaska Railroad®"s property iInterest benefits
from services provided from the local government; and

WHEREAS, the Alaska Railroad does not reimburse the local
government for any of these benefits which, i1n fact, the Railroad
IS increasing fees charged to local governments for use of 1its
right-of-ways and leasehold interests; and

WHEREAS, this disparity places an unfair burden on the local
taxpayers; and

WHEREAS, a private railroad would not enjoy tax axemrjpt
status.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL O7 THE CITY
OF VALDEZ, ALASKA, that

Section 1. The City of Valdez supports the amendment of
Alaska State Statute 42.40.910 to read as fTellows:

A.s. 42.40.910. "Exemptions from taxation. (@ The exercise
of the powers granted by this chapter shall be in all respects
for the benefit of the people of tho state, for their well-
being and prosperity, and for the improvement of their social
and economic conditions. [Subject to (b) of this section the]
The real and porsonal property of tho corporation sh-1 be
liable for property taxes lovlori by a Municipal:ty.



CITY OF VALDEZ
RESOLUTION NO. 9018
Page 2

[And i1ts assets] Its income and receipts are exempt from all
taxes [and special assessments] of the State or a political
subdivision of the State.™

Section 2. That this resolution is effective upon passage and
approval.

Section 3. That copies of this resolution shall be sent to
the governor of the State of Alaska and the President and CEO of
the Alaska Railroad Corporation, Senator Lloyd Jones Chairman of
the Senate Transportation Committee, Representative Eileen Maclean
Chairman of the Hougo Community and Regional Affairs Committee,
Representative Eugene Kubina, Senator Mike Szymanski, Senator Jay
Kerttula and the Alaska Municipal League.

PASSED AND APPROVED BY THE CITY COUNCIL OF THE CITY OF VALDEZ,
ALASKA, this 5th day of March, 1990.

CITY OF VALDEZ, ALASKA

ATTEST

(JjktLO tSjuU -L i
Jeanne Donald, City Clerk
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CITY (it WHITT 11K, ALASKA
KI'KULUT ION NO, 191 -0(1

i RPSOLUT ION Of THE CITY COUNCIL Of Tilll CITY OF WHITTIER. ALASKA
iuUrrORT INO, THE ELIMINATION Ol TUl- NLASKA KAII.ROAD CORPORATION'S
*ROPERTY TAX LIABILITY fX-MPTION,

Clll HHAS; Alaska state Statute 42.40,910 yrunlb 1lIn- real and per sonalj
>ropci Ly of the Alaska Railroad an exempt ion from all t.ixeb and s»p«t
IMs**j-,sm*.-nts Ly the State ami murm ipal itiut; .mil

VMIL'KLAS; the Rail road directly and indirectly competes with private >
eamors in this tjanspod al ion of 4,,c<31: alony the railbclt; and

CHt'KHAS; the private carriers are liable for the payment of taxes t<
he State and munic ipal it iet>; and

V'HFRFAS; those tax paymentft place the other canierH at a relative
liv.adx ant dije vis a vis the Alaska Railroad;

r
V'HERLAS; this tax advantage distorts the oJlonalion of society’'s
esources from the innid efficient nij possible; and

VIIt'RFAS; the Alaska Railroad’s property inLeresf benefits from
service*. provided from the local government.; and

tfHFRF.AS; the Alaska Railroad does not reimburse the local government
:or any of those benefits which, in fact, tin- Railroad is inereas,irut

’ees charyiid to local governments for use of its riyht-of-iv.ays and
leasehold nU"'r?r«HIl b; and

VHERCAS; this disparity places .-m unfair burden on the Ilocal tax-
payers; and

VIIERFAS; a private railroad would not enjoy tax exempt, status.
*;0W, THEREFORE, THE WHITTIER CITY COUNCIL RESO01.VKS:

Section That Alaska State Statute 42.40.910 he amended to
cad as fo lluws:

\.S. 4J3.40.910. "hxemptions from taxation, (a) The exorcise of the
Xwers yranted by t.hi.s chapter shall be in all respect s for the
.enefit of Il.he people of the state, fox their well-being and |
srasperity, and for the emprovement of theix social and economic ]
eonditions. (Subject to (b) of this section the) The real

nnd perr.cmal proper!\ of the corporal ion sh.»lI1 bo liable for

iroperty laxes 1lcvi.-d by a Munieipa 1lty . fAnd its assets]

it;; income and receipts .ne exempt- frvwn all taxes [and special i
jSSessnents 1 of |Il.lie Stale or h political subdivision of the

4dr R



ojcj Miio S 7or 47; ;404 citv of unittie

»»at-mn 3: Tlut copies of the res.jlul jeu shall be sent. In the
Governor of tin; St.ite of Alaska and the Pit?sjdt*nl and CEO of the
vl.ishi Railroad Corporal ion and all r.iembeis of the Alaska St,Me

.O'lisl.it urc,

‘ASSLD AND APPROVED by the Whittier ciiy Council this " (lay
ot ri-u w C (wo. y — 1

Gedrgi.i )\y:K, Mayor

\TTH.ST:

tonda Gaul, City Clerk



RESOLUTION 90-3

A RESOLUTION OF THE CITY OF NORTH ROLE SUPPORTING
THE ELIMINATION OF THE ALASKA RAILROAD CORPORATION®S
PROPERTY TAX LIABILITY EXEMPTION

S
#

WHEREAS, Alaska State Statute 42.40,910 grants the real
and personal property of the Alaska Railroad an exemption from
all taxes and epecial assessments by the State and
municipjlit)ea; and

WHEREAS, the Alaska Railroad directly and indirectly
competes with private carriers in the transportation of gocdfi
along the railbelt; and

WHEREAS, the private carriers are liable for the payment
of taxes to the State and municipalities; and

WHEREAS, these tax payments place the other carriers at a
relative disadvantage in comparison to the Alaska Railroad; and

WHEREAS, this tax disadvantage distorts the allocation of
society”"s resources from the most efficient mix possible; and

WHEREAS, the Alaska Railroad"s property interests benefit
from services provided by local governments; and

WHEREAS, the Alaska Railroad does not reimburse local
governments for any of these benefits and, iIn fact, the Alaska
Railroad 1is increasing fees charged to local governments for use
of its right-of-ways and leasehold interests; and

WHEREAS, this disparity places an unfair burden on the
local taxpayers; and

WHEREAS, a private railroad would not enjoy tax exempt
status;

NOW, THEREFORE BE IT RESOLVED by the City Council of the
City of Nor%h Pole ‘that.;

Sectionl. Alaska Statute 42.40.910 be amended to road
as follows:

A.S. 42.40.910. T"Exemptions from taxation. (@ The ex-
ercise of the powers granted by this chapter shall be iIn
all respects for the benefit of the people of the state,
for their well-being and prosperity, and for the improve-
ment of their social and economic conditions. (Subject
to (b> of this section the) The real and personal prop-
erty of the corporation ahal! be Iliable for crooertv
taxes levied hv a Municipality. ((And its assets) Its
income and recojptn are exempt from all taxra (and
special assessments) of the State or a political sub-
division of the State."



RESOLUTION 90-3
PAGE TWO

INTRODUCED: March 5, 1990
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CITY OF WASILLA

290 E. HERNINC AVE.
U'ASELLA, ALASKA 00G87 1
RHONE: (907) 373.9030
FAX: (007) 373-0789

RESOLUTION NO. WR90-13

A RESOLUTION OF THE CITY COUNCIL OF WASILLA, ALASKA SUPPORTING
MUNICIPAL TAXATION OF THE ALASKA RAILROAD.

WHEREAS, the Alaska Railroad Corporation owns and operates
real estate, fTacilities and equipment within the corporate
limits of Wasilla; and

WHEREAS, those properties and operations provide benefits
to the City and 1its transportation system, but they also create
costs for vroad crossings, utility service, fTire protection,
public safety, hazardous materials exposure, noise, smoke and
other negative impacts; and

WHEREAS, the rail system was originally capitalized at no
cost to the corporation; and

WHEREAS the rail right-of-way and facilities and the
revenues they produce are dedicated to the exclusive use and

control of the railroad corporation,

NOW, THEREFORE BE IT RESOLVED bv the City Council of
Wasilla, Alaska that they support placing the Alaska Railroad
Corporation in the same municipal tax status as any other
individual or business, to pay their fTair share of municipal
services.

I certify that a resolution iIn substantially the above form was
passed by a majority of those voting at a duly called and
conducted meeting of the governing body of the City of Wasilla

this 26th day of February , 1990.
APPROVED:

ATTEST;

Filing P

City Cle



Introduced by: Council Member Hayes
Date: February 26, 199C
RESOLUTION NO. 3157

A RESOLUTION OF THE CITY OF FAIRBANXS SUPPORTING
ALASKA LEGISLATURE SENATE BILL NO. 300

WHEREAS, Alaska State Statute 42.40.910 grants the real and
personal property of the Alaska Railroad an exemption from all
taxes and special assessments by the State and municipalities; and

WHEREAS, The Railroad directly and indirectly competes with
private carriers in the transportation of goods along the railbelt;
and

WHEREAS, the private carriers are liable for the payment of
taxes to the State r.id municipalities; and

WHEREAS, these tax payments place the other carriers at a
relative disadvantage vis a vis the Alaska Railroad; and

WHEREAS, this tax disadvantage distorts the allocation of
society's resources from the most efficient mix possible; and

WHEREAS, the Alaska Railroad's property interest benefits
from services provided from the local government; and

WHEREAS, the Alaska Railroad does not reimburse the local
government for any of these benefits which, in fact, che Railroad
is increasing fees charged to local governments for use of its
right-of-ways ana leasehold interests; and

WHEREAS, this disparity places an unfair burden on the lo*:al
taxpayers; and

WHEREAS, a private railroad would not enjoy tax exempt

status.
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Introduced by: Council Member Hayes
Date: February 26, 1990

RESOLUTION MO. 3157

A RESOLUTION OF THE CITY OF FAIRBANKS SUPPORTING
ALASKA LEGISLATURE SENATE BILL NO. 300

WHEREAS, Alaska State Statute 42.40.910 grants the real and
personal property of the Alaska Railroad an exemption from all
taxes and special assessments by the State and municipalities; and

WHEREAS, The Railroad directly and indirectly competes with
private carriers in the transportation of goods along the railbelt;
and

WHEREAS, the private carriers are liable for the *ayment of
taxes to the State and municipalities; and

m WHEREAS, these tax payments place the other carriers at a
relative disadvantage vis a vis the Alaska Railroad; and

WHEREAS, this tax disadvantage distorts the allocation of
society's resources from the most efficient mix possible; and

WHEREAS, the Alaska Railroad's property interest benefits
fron services provided from the local government; and

WHEREASL, the Alaska Railroad does not reimburse the local
government for any of these benefits which, in fact, the Railroad
iIs increasing fees charged to local governments for use of its
right-of-ways and leasehold interests; and

WHEREAS, this disparity places an unfair burden on the local
taxpayers; and

WHEREAS, a private railroad would not enjoy tax exempt

status.



NOW, THEREFORE, THE CITY OF FAIRBANKS CITY COUNCIL resolves;

Section 1 That Alaska State Statute 42,40.910 be a*ended to
read as follows:

A.S. 42.40.910 "Exemptions from taxation, (a) The
exercise of the powers granted by this chapter shall
be in all respects for the benefit of the people of
the state, for their well-being and prosperity and
for the improvement of their social and economic
conditions. (Subject to (b) of this section the)
The real and personal property of the corporation
shal!L_be. _liable for orcoertv taxes levied bv a
Municipality. [And its assets] Its income and
receipts are exempt from all taxes [and special
assessments].,of the State or a political subdivision
of the State."

Section 2 That this resolution is effective upon passage and
approval.

Section 3 That copies of the resolution shall be sent to the
Governor of the State of Alaska and the President and CEO of the
Alaska Railroad Corporation and all members of the Alaska State
Legislature.

PASSED AND APPROVED by the city of Fairbanks City Council this
26th day of February, 1990.

J.W. nununuj, nayor
ATTEST:

fkm *-—
NORMA JEAN KS, Acting City Clerk



Municipality of Anchorage

MEMORANDUM
DATE: December 21, 1988
TO: Ron Garzini, Municipal Manager
THRU: Bob Nelson, Chief Fiscal Officer
FROM: Steve Van Sant, Municipal Assessor
SUBJECT: Alaska Railroad-Potential Property Tax to the Municipality of
Anchorage

You have asked the question, "What would the railroad pay in taxes if i1t were to
pay property taxes? We must try an estimate for Senator Pearce."

Short Answer: We estimate the total value of Alaska Railroad Property (real and
personal) within the Municipality to be approximately $66,679,900. At an
average mill rate of 15 mills, this would yield annual revenues of approximately
$1,000,000.

More detail, as regards to our assunptions, and a copy of the ARRC Annual Report
for year end December 31, 1987 are attached.

cu: Don Sinmons



MUNICIPALITY OF ANCHORAGE 1989 LEGISLATIVE PROGRAM

TITLE: Property Tax Liability for The Alaska Railroad Corporation
A.S. 42.40.910 (@&

SPECIAL LEGISLATIVE REQUEST: |
Amend the Statutes to add the following:

A.S. 42.40.910. ""Exemptions from taxation, (@ The exercise of the
powers granted by this chapter shall be iIn all respects for the
benefit of the people of the state, for their well-being and
prosperity, and for the improvement of their social and economic
conditions. [Subject to () of this section the] The real and
personal property of the corporation shall be [liable for property
taxes levied by a Municipality. [And its assets] Its incomeand
receipts are exempt from all taxes [and special assessments] of the
State or a political subdivision of the State.™

BACKGROUND/JUSTIFICATION:

The Alaska Railroad Corporation is one of the very few government
agencies in the State which 1s in direct competition with private
enterprise, however, 1t claims exemption from property taxes giving
it a financial advantage over private competition. Should the State
sell the railroad, the private owners will be expected to pay
property taxes with no other change occurring other than, ownership.

The Alaska Railroads property interest benefits from all services
provided on a local level and the exemption of this property places
undue burden on the remaining taxpayers. The Alaska Railroad is
currently iInstituting a drastic increase of fees for use of its right
of way and leasehold interests to Municipalities along the railbelt.-

8TAPF CONTACT: Bob Nelson, Chief Fiscal Officer, 343-6610



COMMUNITY AND REGIONAL AFFAIRS
TESTIMONY ON ARRC PERSONAL & REAL PROPERTY TAXES
HB-294

MAY 2, 1989

Madam Chairman and members of the Committee. | am Marv Yetter, Vice President
of Finance for the Alaska Railroad Corporation (ARRC), and am here today to testify

on HB-294, ARRC personal and real property taxes by municipalities.

«

* Should the ARRC pay personal and real property taxes to municipalities?

« Will the municipalities continue to expect free land use and other free services

from the ARRC?

« Will the State of Alaska concinue to expect dividends from ARRC?

Before we answer these questions, we must determine what is the objective of ARRC
paying taxes. If the objective is to raise additional funds for state and municipal
governments, then HB-294 will actually reduce the funds available to these

governments and increase the profits of ARRC. How is this possible?

Let's look at the actual cash value of the annual dividends paid to state and municipal

governments by the ARRC:



Current in Place

Annuel
Number Type Current Fees FMV Foes
33 Leases $195,726 $767,100
35 Permits - Land 4,120 1,009.800
344 Permits - Other 11,053 100,000
100 Contributions - Cash 41,000 91.000
180 Contributions - In Kind 0 45.000
N/A Passenger svs - Whittier shuttle 0 900,000
692 TOTALS $251,89.9. $2 512,202
In Process

Properties
Description FMV
Government Hill Bluff $1,500,000
Port of Anchorage Parcels 25,000
Phillips Field Road Access 150.000
Nenana Dock 400.000

Seward Dock 1,000,000 (plus)
"Girdwood Section House 0
TOTAL $3.07S.nnn

"Above list of leases and permits may not be all inclusive and detailed analysis will

probably indicate substantially increased values and additional properties.

As you can see, the State and its municipalities receive dividends worth approximately

$3 million on an annual basis and could receive additional



properties valued at $3-4 million. If the ARRC was not a quasi-private corporation
and treated each one of these as a pure business decision, the outcome would be that

tho private sector railroad would have substantially Increased profits as a result.

Now, if the state and its municipalities expect the railroad to pay taxes and in addition
provide these dividends at fees substantially below market value, then within one to
two years it will be necessary for the state to subsidize the capital and debt service of

the ARRC.

The Alaska Railroad has survived two of the worst derailments in its history, a
hundred-year flood which wiped out two major bridges as well as washing out
innumerable miles of track, a chemical release, and the worst economic slump in
decades. In addition, ARRC reinvested all its profits plus borrowed funds into $50
million in plant, equipment and administrative programs during the past four years. All
of this for a corporation which averages less than $4 million per year in profits since

ownership by the state.

Through all of this, the ARRC has never requested funds from the State of Alaska or
its subdivisions. And, in fact, has turned down on-going subsidies for passenger service
which were paid to the federal government by the State until the State owned railroad
was established in 1985. We will be taking delivery shortly of a new 480-seat, $5
million passenger train, not for the Alaska Railroad, but for the State of Alaska,
Seward, Whittier, Wasilla, Talkeetna, Nenana, Fairbanks, etc. to increase their tourist
business. During state ownership, Whittier has seen their service increase 40% and the
City of Seward will have five-day per week passenger service this summer where none
existed five years ago. These are only a few examples of what the railroad is doing for

Alaska, the list goes on and on.

How much more can the railroad give before it derails? Mot much as it s being pushed

to the limits, and with each passing legislative session, che



railroad loses more of what it was designed to be. If the railroad is to continue as the
eighth largest employer in the state and unsubsidized by the state, then it cannot pay
taxes without charging FMV for its services to government entities.

Please remember corporations don't pay taxes, people do, people like you and me.

Thank you for giving me this opportunity to comment, and | would be pleased to answer

any questions you may have.

5/2/89



ALASKA ASSOCIATION OF ASSESSING OFFICERS

March 15, 1990

Honorable Representative Eileen MacLaan, Chair
House Community and Regional Affairs Committee
P. o. Box V

Juneau, Alaska 99811

Dear Representative MaclLean,

This letter 1s In response to your iInquiry regarding the types of
information needed by our Association from ARRC to effectively
measure the impact of HB294.

Numerous concerns have been voiced regarding the impact of taxing the
ARRC and the presumed shifting of these tax liabilities by ARRC to
private users iIn the form of Increased fares, and public entities iIn
the form of increased lease and permit fees. Anorher concern is
whether the taxation of ARRC will negatively effect the continued
operation of ARRC as a viable, self-supporting entity.

It 1s impossible to estimate the impact of a tax [liability without
knowing the amount of that liability. An estimated value of railroad
property would require the disclosure by ARRC of information
previously made unavailable to our Association.

Necessary information includes a detailed breakdown by jurisdiction
of all operating and non-operating assets of ARRC. This breakdown
should include use and location of lands owned and used by the
raillroad, leased or permitted to public entities or private parties
including rents and terms of agreements. Additionally, a complete
inventory of improvements including roadbeds, switchyards, buildings,
bridges and tunnels would be required. A breakdown of equipment such
as rolling stock, whether owned, leased or rented, computers,
maintenance equipment and inventories would also be necessary.

In the valuation process typically three approaches are used. The
market approach would have little application due to lack of
comparable sales iInformation. The cost approach would be limited by
the difficulty iIn quantifying obsolescence. The valuation of ARRC
would best be accomplished using the income approach to value. It i1s
our opinion that a complete audit of ARRC iIncome and expenses would
be required to arrive at a realistic value. This iIncome derived
value would need to be allocated between the various jurisdictions
using the detailed information supplied by ARRC of all operating and
non-operating assets by location.

When this iInformation is supplied to our Association, we will be in a
better position to address concerns regarding the estimated tax
liability of ARRC.



During the teleconference on HB 294 on Tuesday, March 13, we offered
an amendment which we believed would alleviate some concerns raised
by ARRC. Previous testimony by ARRC i1ndicated that they would be
unable to give land to municipalities for public uses while being
forced to pay taxes with little or no income derived from the
property. It is our opinion that the railroad should not pay taxes on
property it leases to municipalities for a nominal fee for public
purposes. Therefore, we would offer the following amendment:

Page 1
Line 24
should be amended to read:

29.45.600. except property leased to, or permitted to a
municipality for public purpose uses.

There was a question raised by Scott Burgess regarding protection of
municipalities from the increase of fees by ARRC for use of this
property. This amendment does not offer protection, i1t only addresses
concerns raised by ARRC of being forced to pay taxes on property
which does not produce income.

We appreciate your committee"s concern on this issue and remain
available to address any assessment questions which may arise.
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Railroad plans worker bonuses

Thriving state-owned corporation to pay $700,000 in holiday cheer
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aad melor expenditures.

But TVuph* —not the board
— made the derision to award
the btautei

“h was wtthin tha powers
Dart they have drhgelod to
me,” Turpin said. "Tfben

Walesa airs
IDIS opinions
INn TV debate

Offictelatoows rare torum

youYon
he ahl* to
The** hoard minIm h*
csaUrtod apwrt with «tol
Idea, he stM . and an Monday
— ruohinf to make aura the
checks pat to NMuptrjmm ba-
ker* Ckthtaot — TWptn told
of tha bonus

The hillim aw n ki hoard
msat ThatJhy and woo brisked
cn tba tahtoa. But no mo-
tion woe presented foe board
araewal, nocnrrtlag to TW
pa Tha

by _cmptoyues a* a
welcome auTprw

Jdlko OWO00. fh alrw of
tha Ualtod Transportation
Union. sold ha Horned atthe
bonasra at tha Monday waaC-

la* with Tkrpha.

”1 was actually tpnth-
Has,” O ka aatd. *1 couldn't
belUr* H. Il cam* oat at the
Viaa."

Otnon said ha thought Tar-
pin made a food rtorialtia. but
that the extra maney wont
ranotra aevesal nmptoyer dk-
patoa nauHlag frost auaapr
n ot Interpretsttonsiata 1M7
labor contract. "We still hov*
many battles ahead .- h* sold.

‘jerald Toliaaki, a odea
la*Jar whs also scree* cat tbs
ra baad'a hoard, aald ha *up-
pcrtod tha basis*ea. but voa-
deasd if da monty ah k| not
ha bettor spent uitosM Utot]



RESOLUTION 90-10

HOUSTON. ALASKA
A BICENTENNIAL COMMUNITY

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF HOUSTON, ALASKA
SUPPORTING THE ELIMINATION OF THE ALASKA RAILROAD CORPORATIONS
PROPERTY TAX LIABILITY EXEMPTION.

WHEREAS, Alaska State Statute 42.40.910 grants the real and
personal property of the Alaska Railroad an exemption from all
taxes and special assessments by the State and municipalities;
and

WHEREAS, the Railroad directly and 1indirectly competes with
private carriers iIn the transportation of goods along the
railbrit; and

WHEREAS, the private carriers are liable for the payment of
taxes to the State and municipalities; and

WHEREAS, these tax payments place the other carriers at a
relative disadvantage vis a vis the Alaska Railroad; and

WHEREAS, this tax disadvantage distorts the allocation of
society"s resources from the most efficient mix possible; and

WHEREAS, the Alaska Railroad"s property interest benefits from
services provided from the local government; and

WHEREAS, the Alaska Railroad does not reimburse the local
government for any of these benefits which, iIn fact, the Railroad
is iIncreasing fees charged to local governments for use of its
right-of-ways and leasehold interests; and

WHEREAS, this disparity places an unfair burden on the local
taxpayers; and

WHEREAS, a private railroad would not enjoy tax exempt status.

NOW, THEREFORE, BE IT RESOLVED that the Alaska State Statute
42 _.40.910 be amended to read as followsr

A.S. 42.40.910. "Exemptions from taxation, (@) The exercise
of the powers granted by this chapter shall be i1n all
respects for the benefit of the people of the state, for

P.0. BOX 940027 « HOUSTON. ALASKA 99694 - 892-6869



Resolution 90-10
Page 2

their well being and prosperity, and for the improvement of
their social and economic conditions. [Subject to (b) of
the section the) The real and personal property of the
“orporation shall be liable for property taxes levied by a
Municipality. [And its assets] Its income and receipts are
exempt from all taxes [and special assessments] of the State
or a political subdivisions of the State.”

ADOPTED by a duly constituted quorum of the City Council of
Houston, Alaska this 13th day of March, 1990.

Deputy Mayor Pro-Tem

ATTESTI



6-0775E

Utermohle
3/14/90
Original sponsor(s): Finance Committee
IN THE HOUSE BY THE C&RA COMMITTEE

CS FOR HOUSE BILL NO. 294 <“C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled; "An Act relating to taxation of property of the
Alaska Railroad Corporation by municipalities; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. This Act provides that the real and personal
property of the Alaska Railroad Corporation 1is subject to property taxes
imposed by municipalities. The real and personal property of the Alaska
Railroad Corporation is excepted from the exemption from taxation granted
to property of the state by art. 1IX, sec. 4, Constitution of the State of
Alaska.

* Sec. 2. AS 29.45.030(a) 1is amended to read:

(@ The fTollowing property is exempt from general taxation:
(1) municipal, state, or federally owned property, except
that
(A) a private leasehold, contract, or other interest
in the property is taxable to the extent of the interest;
() the real and personal property of the Alaska
Railroad Corporation 1is taxable as provided in AS 29.45.010 -
29.45.600, except real property leased, or subject to a permit
issued, to a municipality for public use for which the cost to
. the municipality does not exceed the corporation®s expenses of
271 administering the lease or permit;
281 (2) household furniture and personal effects of members of

29 a household;
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(©)) property used exclusively for nonprofit religious,
charitable, cemetery, hospital, or educational purposes;

(4) property of a nonbusiness organization composed entire-
ly of persons with 90 days or more of active service iIn the armed
forces of the United States whose conditions of service and separation
were other than dishonorable, or the property of an auxiliary of that
organization;

(5) money on deposit;

(6) the real property of certain residents of the state to
the extent and subject to the conditions provided iIn (e) of this
section;

(7) real property or an interest in real property that 1is
exempt from taxation under A3 U.S.C. 1620(d), as amended.

* Sec. 3. AS 29.45 is amended by adding a new section to read;

Sec. 29.45.295. COLLECTION OF DELINQUENT TAXES ON PROPERTY OF
THE ALASKA RAILROAD CORPORATION. (@ The property of the Alaska
Railroad Corporation is exempt from AS 29.45.300 - 29.45.490.

((9)) A municipality may bring an action iIn the superior court
compel payment of property taxes due from the Alaska Railroad Corpora-
tion, if the corporation does not pay the amount due within six months
from the date that the taxes are due.

* Sec. 4. AS 42.40.910(a) 1is amended to read:

(@) The exercise of the powers granted by this chapter shall be
in all respects for the benefit of the people of the state, for their
well-being and prosperity, and for the improvement of their social and
economic conditions. Except as provided in [SUBJECT TO) (b) and (d)
of this section, the real and personal property of the corporation and
its assets, iIncome, and receipts are exempt from all taxes and special

assessments of the state or a political subdivision of the state.
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Sec. 5. AS 42.40.910 is amended by adding a new subsection to read:

(d The property of the corporation is subject to property taxes
imposed by municipalities under AS 29.45.010 - 29.45.600.

Sec. 6. This Act takes effect January 1, 1991.
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