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Tax Total
Year Number

Applicants
1975 2,426
1976 2,608
1977 2,885
1978 2,909
1979 3,108
1980 3,393
1981 3,842
1982 4,147
1983 4,893
1984 5,156
1985 5,418
1986 6,061
1987 6,569
1988 7,118
1989 7,900
1990 8.557I
1991 9,246
1992 9,986
1993 10,719
19941 11,594
1995 12,199
1996 12,919
1997 13,698
1998 14,643
1999 15,143
2000 16,656
2001 17,640
2002 18,435
2003 19,275]
2004 20057
2005

Percent
Increase

28.56%
7.50%
10.62%
0.83%
6.84%
9.17%
13.23%
7.94%
17 99%
5.38%
5.08%
11.87%
8.38%
6.36%
10.99%
8.32%
8.C5%
8.00%
7.34%
8.16%
5.22%
5.90%
6.03%
6.90%
3.41%
9.99%
5.91%
4.51%
4.56%
4.06V

Sheet2

Assessed Value °ercent Municipal Percent
Exempted Increase Reimbursementincrease
Requested
(Tax Revenue Loss)

$59,807,826 46.43% $930,915 47.32%
576,825,685 28.45% $1,173,247 26.03%
$107,397,810 39.79% $1,520,585 29.60%
$104,306,352 -2.88% $1,512,983 -0.50%
$128,810,117 23.49% $1,761,540 16.43%
$165,159,728 28.22% $1,899,611 7.84%
$211,428,981 28.01% $2,291,811 20.65%
$277,154,113 31.09% $1,757,887 -23.30%
$324,220,034 16.98% $2,092,317 19.02%
$392,215,073 20.97% $3,146,618 50.39%
$478,983,142 22.12% $4,005,075 27.28%
$609,947,921 27.34% $4,977,451 24.28%
$737,706,208 20.95% $6 325,763 27.09%
$760,355,699 3.07% $6,753,663 6.76%
$598,877,461 -21.24% $7,464,557 10.53%
$606,951,397 1.35% $8,627,081 15.57%
$665,058,233 9.57%1 $9,585,192 11.11%
$754,166,097 13.40%  $11,293,150 17.82%
$883,539,005 17.15%  $13,669,469 21.04%
$979,290,045 10.84%  $14,843,296 8.59%
$1,064,556,490 8L71%  $16,894,296 13.82%
$1,183,291,858 11.15%  $18,636,513 | 10.31%
51,294,087.798 9.36%  $20,366,257 | 9.28%
$1,403,624,823 8.46%  $22,317,994 9.58%
$1,544,691,456 10.05%  $24,649,743 10.45%
$1,798,704,610 16.44%  S28.248.856 14.60%
$1,942,143,407 7.97%  $31,076,096 10.01%
$2,115,394,523 8.92%  $32,515,100 4.63%
$2,295,225,136 8.50%  $34,663,161 6.61%
$2,453,661,658 6.90% $37,037,282 6.85%
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State
Funding
leve]

5930,915
S1.173,247
51.557,495
51,512.983
51,761.540
51.899.611
$2,291,811
51,757,887
S2,092,317
$3,146,618
54.005,075
$3,958,567
52.770,300
S2.622.969
$2.519,344
52.543,469
$2,557.900
52.838.800
52.838.800
$1.551.766'
S1.163,800
S1.163.800

8888884
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TABLE 14 (B)
SENIOR CITIZEN AND DISABLED VETERAN PROPERTY TAX EXEMPTION

Program Summary
FY 07/Tax Yaar 2006
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TABLE 14 (A)

SENIOR CITIZEN AND DISABLED VETERAN
PROPERTY TAX EXEMPTION HISTORY
AS 29.45,030(€) - ()

JL " . M \%

State law exempts real property owned and occupied as a permanent home by a resident, 65
years of age or older, or, by a disabled veteran with a 50% or greater service-connected disability.
The exemption applies to the first $150,000 of assessed valuation. Applicants must apply directly
to their municipality, in 2002 legislation was passed which would allow municipalities to set its
filing deadline. It also allows for a “one time filing” for the program. Program costs have
exceeded funding levels from the State since 1986 resulting in prorating payments to eligible
municipalities. The Alaska Legislature has noj funded the reimbursement for the program since

FY 1997, Tax Year 1996.

Ten Year Performance Summary

An Anual  Awrage  Average
Year Aﬁ%proved Value C%ange Taxes &ange Per Appl.  Per Appl.
196 1362 $1208232403 9%  $0I7LB0  931% M4 $1488
197 14683 $1408624823  854%  $23179%  95% B8 LS4
198 151483 SLMOLG6 10090 24609743 10480 $102007  $1628
199 15586 $L67L418280  82%  $66M%5 83 HBH9  $L6%6
00 1666 $L798704610 761% $B24886 58% SIOTPL  $16%
00 1760 $192143400 790  $1L076097  1001% $11000  $L762
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Note: The runoer* refiect the total nuner of applicant™ and associateolvelLe* andltaxes forboth senior atizars and
cisatledl veterans partiaipeting intre eent
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House C&RA Committee Questions for HB 60

What is the statute site for the hardship exemption? (I will provide the committee
a copy of the statute) Stove VanSant
What is the states statutory responsibility in 29.45 “shall reimburse

communities”? Talus Colberg
What is the local impact to this legislation? (Fiscal note)
How are mill rates effected by those who would receive the exemption and those

who do?
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Anchorage Daily News

Tax man beckons for Kenai seniors _
PROPERTY: Cap would replace unlimited exemption on Peninsula.

By BRANDON LOOMIS
Anchorage Daily News

(Published: February 17, 2007)

SOLDOTNA -- The Kenai Peninsula’s land-rich seniors may soon find something unfamiliar iri their
mailbox: a tax bill.

Kenai Peninsula Borough Mayor John Williams has introduced a measure that would end the 20-
year-old unlimited property tax exemption for seniors. In its place would be a $300,000 cap on
exempted property value, still generous by state standards, which mandate a $150,000 exemption

for Alaskans age 65 and older.

The long-discussed change carries particular significance in a borough that bucks Alaska's trend of
out-migration among retirees. A recent study by the Institute of Social and Economic Research at
the University of Alaska Anchorage found that 379 seniors moved to the Peninsula between 1995
and 2000, while 329 left. Since 1999 the number of exempt property owners has grown by 59
percent, to about 2,800, according to the borough administration.

Some of the newcomers build homes valued between $500,000 and $1 million, Williams said, and
locals may start to resent paying for their services.

"If we continue to see million-dollar homes built all over the Peninsula with 100 percent
exemptions, the local citizenry is going to revolt,” Williams said.

A $300,000 cap would impose a tax on 214 current property owners who are exempt from taxes,
including 11 disabled veterans who also are covered by the exemption. They would pay roughly
$250,000 a year among them, Williams said. In all, the exemption last year cost the borough $4.4

million.

The plan goes before the Borough Assembly on Tuesday and will get a public hearing in the spring.
The Assembly rejected a call for a $250,000 cap on the exemption last year, though some
members say that was a matter of timing -- the borough also was grappling with contentious sales-

tax issues last year.

"I think it's reasonable,"” said Assemblywoman Grace Merkes, of Sterling. "A $300,000 home is a
pretty nice home, and seniors generally have some kind of retirement funds (and) they can afford

to pay some tax."

Merkes said she expects the Assembly will impose a cap, though it may also put the question to
voters. If there is a cap, she said, she hopes to find a way to help homesteaders who have modest

homes on large land holdings that have escalated in value.
Others have seen small properties rise in value because of their recreational potential or views.

Retired college professor Byron Bondurant moved to the Funny River area east of Soldotna in
1987. He bought his riverfront home for $120,000, and now figures it's worth $700,000.

http://www.adn.com/news/alaska/kenai/v-printer/story/8647830p-8539578c.html 2/28/2007
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82, he's thinking about leaving Alaska's winters behind anyway. If ne starts receiving a tax hill,
ﬁg said, e may be eager to get it Sooner yway. e g

"I could afford it better than some people, but | know some people who would have a real serious
problem,"” Bondurant said.

The seniors who suffer most are those on fixed incomes but with properties that have soared in

value, he said. The value increase is of little help to them unless they sell out, he said, and once
they do, they take with them year-round spending power that often is replaced by part-time

residents.

"I admit | have a nice advantage, a nice home on the river," he said. "But | would think about
leaving sooner for a more moderate climate to get away from the cost.”

Others whose homes are valued just ever $300,000 have mixed feelings.

"As someone who is not quite 65 and not quite eligible, it's a shame that just as | get there they're
taking it away," said Jim Fassler, a retired telephone company employee. "But I'm certainly willing
to pay my share. | have no problem with them capping it there. We have folks who are sitting on
million-dollar properties who are paying nothing."

Williams said the cap shouldn't price anyone off of the Peninsula because Alaska law allows
residents who demonstrate a hardship to limit their tax payments to 2 percent of income.

Daily News reporter Brandon Loomis can be reached in the newspaper's Soldotna bureau at
bloomis@adn.com or 907-260-5215, ext. 24.
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Steve VanSant [steve_vansant@commerce.state.ak.us]
Tuesday, February 20, 2007 1:58 PM

Renee Limoge

sally_saddler@commerce.state.ak.us

Re: Questions from the Co-Chairs

Attachments: 2006 SC-DAV Totals.xls; steve_vansant.vcf

Renee,

Intheory, it'the SC/DAV exemption was funded, municipalities could lower mill rates to
reflect that revenue. | have attached a spreadsheet that shows you how much revenue the
exemption costs municipalities across the state, by municipality. The spreadsheet also
answers your second question regarding the number of applicants by city/borough.

You will note that this program costs the Municipality of Anchorage about 5.4% of total
property tax revenue. So, intheory the municipality could lower its mill rate to reflect this
increase in state revenue. Whether or not they will actually do that, | can not answer.

I hope this helps you out. if you need more information let me know and | will get it for
you. Sorry | didn't get this to you earlier, but my phone has been ringing non-stop, and my
boss believes | should take those calls and answer them! Can you imagine that? (Ha)

Any way, let me know if you need something else.
Steve

Renee Limoge wrote:

Steve,

During a recent meeting of the co-chairs of C&RA, a number of questions came lip that we were
hoping that you might be able to help us with.

1. [Ifthe Senior Tax Exemption were actually funded (as is, not with the increase proposed by
HB 60), would property taxes across the board actually go down for aH property tax payers?

2. How many families across Alaska are actually receiving the senior citizen/disabled veteran
tax exemption? Is it possible to break out the numbers for the following areas: Anchorage,

Mat-Su, Kenai?

Any information you can provide to us would be appreciated. And thank you for being available so
often during committee and to us for help with these issues. Your expertise is valued.

Best,
Renee Limoge
Ext. 3768

2/20/2007
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Previous police exemption bills stalled in the Senate

The previous bill of 2005, HB 27, passed the House on a 35-0 vote, got one hearing in the
Senate Community and Regional Affairs Committee, and died there, Fairclough said she wants
to look more closely at the requirements the municipality would use to define the geographic
area where peace officer exemptions would be allowed. The bill says eligible areas must have a
statistically higher occurrence of crime than the municipality as a whole, or meet eligibility re
quirements for federal urban development or neighborhood revitalization programs. Fairclough,
a freshman, said she is "generally supportive” of HB-67.

Kohring: $100,000 exemption increase for seniors, disabled vets

The other bill heard Tuesday, HB-60, is also a retread from last term. Introduced in May
2005 by Rep. Vic Kohring as HB-299, HB-67 also mandates a $100,000 increase in the senior
citizen/disabled veterans’ property tax exemption to $250,000. Before HB-299 was reported
out of the HCRA Committee in April 2006 it was amended to include a low-income eligibility
requirement. But it still got no "do pass” recommendations.

Kohring said market value increases and inflation since the $150,000 senior/disabled vet—
eran exemption was approved in 1985 justify what he called a “relatively modest” increase. He
acknowledged that local governments "seem to have a little anest toward this," but rejected their

"pleas and said, "They seem to be doing very well on their own." Kohring added that he "doesn’t
necessarily” consider the exemption, which the Legislature last funded in 1997, an unfunded
mandate. The program developed in the earlv 1970s was intended to be funded by the state, and
was funded, or partially so. until 1997

In 2006 in Rep. Kohring’s home Mat-Su Borough there were 3,387 properties exempt for an
exempted value of $416 million and a revenue loss of $5.3 million. The total revenue lossi to
municipalities across the state was $40 million. Lawmakers abandoned funding for this program,
but left the law in placejsssentially-requiring other local property taxpayers tocarry the burden

ojjhe exempt property.

Property tax revenue loss would go up with exemption increase”™

Kenai Borough Mayor John Williams said HB-67 would cost his Kenai Borough $4,025,900,
up from $3.3 million at present. Statewide the bib would cost the 30 municipalities that levy
a property tax $56.2 million based on current assessments. Williams also emphasized that lo—
cal governments already have the option under an existing state "hardship law” of cutting the
property tax of a people in danger of losing their homes to 2 percent of their gross income. He
said the Mat-Su Borough granted only 2 such exemptions and the City and Borough of Juneau
33, adding that in his 20 years as a mayor he was aware of no case in which a person was “taxed

out” of their home.

“Continued on nextpage
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Anchorage D aily News letters
Published: January 23, 2007

Raise vets' property tax exem ption

Alaska Statute 29.45.030 (e) brought about the senior and disabled veterans property tax
exemption for the first $150,000 of assessed property value. | believe this was first approved in
1973. It is a great break for those people, but doesn't anyone think it is time to increase that
number, as the average price for a single-family home in Anchorage is around $300,000? With
increasing energy costs and the loss of the longevity bonus, 1believe this is an appropriate
measure; and it's time to think about an increase of the exemption to at least $200,000 or perhaps

even $250,000.
Eddie Thomas

Eagle River
There is no justification for values municipality places on real estate

Regarding the article on the city sending out property tax assessment notices, | went to the
municipal Web site to see what my home was valued at ("For first time, appraisal notices to
include tax estimate,”" Jan. 13). | just bought it last summer and the city has it valued at a lot
more than what | paid for it. The article reports that the average value of a single-family home
went up 11 percent from last year. Well, they raised the value of the lot my house sits on 36
percent. There simply is no rhyme or reason to how the municipality comes up with these values.

It used to be that you could sell a home for as much as 10 percent more than the municipal
assessment. Not anymore. Here is an example: A house is for sale at 9170 Parkview Terrace
Loop and is listed for $295,000. The municipality has it assessed on its Web site at $337,100.

Then there is the part about the city's chief fiscal officer stating our taxes will probably go down
3 percent from last year if the state chips in for relief at the same rate as last year. This is pure
trickery on the part of the municipality. Having your estimated tax on the cards is just a smoke

screen.

— Kevin R. Boyce



Jim Pound

From:  iablover [lablover@ptialaska.net]
Sent Monday, February 05, 2007 3:45 PM
To: Jim Pound

Subject: Hbso

Jim, | fully support Hb60. 10 years ago | retired from Federal Civil Service. My payment per month was $4,000
net. Increased in health benefits through the Feds over the years have reduced my monthly check to $3200(+-).
The increase in exemption tc 250.000 would be large help in meeting my monthly expensive. My wife is getting
heart surgery this coming Friday. Those medical expenses with the deductible | pay on my health insurance (20-
25%) is forcing me to remortgage the house when |was due to pay off the old mortgage in 16 months. | am a
50% disabled military combat vet. The savings from the 250,000 adjustment could mean the difference in selling
the home | have lived in for 20 years and may make the difference in staying in Alaska or moving out side to a

small apartment. We are too old to restart.

William E Fisher & Carol T Fisher, 9502 Puffin Circle, Eagle River AK 99577.
20 year Eagle River residents and want to stay that way


mailto:lablover@ptialaska.net

Jim Pound

From: Roy Daw [roydawak@yahoo.corn]
Sent: Monday, February 05, 2007 2:00 PM
To: Jim Pound

Subject: HB 60

Thank you foi supporting HB 60.
| support HB 60 since it will give something back to veterans instead of take more from them. The
government has broken so many loromlses made to the veterans, and even benefits received continue to

e decreased. Many veterans feel unappreciated by our government. HB 60 would be a real shot in the
arm for veterans.

Thanks again and God bless,

Roy Daw _
U. S Army, Retired

Access over 1 million songs - Yahoo! Music Unlimited.

2/5/2007



Jim Pound

From:  Summers, Patrick S (Patrick.Summers@va.gov]
Sent: Monday, February 05, 2007 11:07 AM

To: Jim Pound

Subject: HB
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From: bemard schuyler [radioman@mtaonline.net]
Sent:  Monday, February 05, 2007 7:04 PM

TO: Jim Pound

Subject: Heeo

Mr. Pound, Iwant to voice my support for HB60.1 am retired and need all the help | can get in order to stay in
Alaska. The taxes and the cost of living | have to pay are stretching our budget so much we have considered
leaving our home and moving to somewhere that is less expensive.

Please do all you can to get this bill passed.

Thank You


mailto:radioman@mtaonline.net
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n I I mI Alaska Municipal League *217 Second Street, Suite 200, Juneau, Alaska 99801
Tel (907) 586-1325 « Fa* (907) 463-5480 « www.akml.org

JuAv<onhnn 1 1x V,n<n

February 5, 2007

House Community & Regional Affairs Committee
Co-Chairs LeDoux and Fairclough
Committee Members

RH: HB60 - Municipal Property Tax Exemption

Alaska's municipalities support an exemption to senior citizens and disabled veterans. These
people a e our neighbors, our co-vvorkers and our friends. A.i local government officials, many of

us fit in these categories.

What we do not support is the means by which this program has historically been handled. It

was wisely conceived so that the State (which does not have taxing authority) would reimburse
municipalities for these exemptions. That would serve to keep a cost shift from taking place and
guarantee equity in the program. Since the state has failed to make those reimbursements, the
current S40 million dollar exemption amount must be made up bv other property tax payers.

AML offers two solutions. First, would be for the State to abide by State Statutes (AS 29.45.030 (g),
The State shall reimburse a borough or city, as appropriate, for the real property tax revenues lost
to it by the operation of (e) of this section. If that change does not happen, AML and its member
communities are against raising the mandated amount to the first $250,000 of the assessed value.

Our second solution would be that the State make the Senior Citizen's/Disabled Veteran's Tax
Exemption alocal option. That would enable each local government to set its own criteria
towards applicability for the exemption. Should someone with the income level of former
Governor Frank Murkowski get a property tax exemption at the cost of many young couples
with small children just starting out? Probably not. Are we encouiaging brain-drain in Alaska
by shouldering the brunt of the property tax needs on younger families? Again, AML would
encourage the committee to look at making all property tax exemptions local and optional.

We are adamantly opposed to imposing a $56 million unfunded mandate on municipalities, as

stated in HB6O0.


http://www.akml.org

M unicipal

Fiscal N otes

Title: MUNICIPAL PROPERTY TAX EXEMPTION

Sponsor: Kohring
Bill Version: HB 60

Publish Date: 1/16/2007

Effect on Municipalities:

Operating Expenditures: (0)

Operating Revenues: ($56,209,439)
Capital Expenditures: 0)

Capital Revenues: 0)

Chance in Revenues: ($56,209,439)
Analysis:

This legislation increases the amount municipalities are required to exempt senior citizens’
property taxes and certain other citizens’ property taxes from $150,000 to S250,000. Increasing
the property tax exemption simply shifts more of the property tax responsibility to non-exempt
property tax owners, increasing the rate they are required to pay.

The State of Alaska'’s fiscal note states, “ The state is required to reimburse the revenues lost to
municipalities for this program under AS 29.45.030(g),” yet shows no fiscal impact to the state.
Without appropriate funding, the state is failing to follow Alaska Statute and is simply increasing

unfunded mandates imposed on local governments.

Alaska Municipal League e 217 Second Street, Suite 200, Juneau, Alaska 99801 e (907) 586-1 325 e www.akml.org


http://www.akml.org

M unicipal

Fiscal N otes

Estimated Taxable Values RE: Senior DAV Values

Bxerpt Amount $ 150,000 $ 250 000
Estimated Values  $ 2,847,327,700 $  3.972,604.608

Estimated Taxes RE: Senior DAV Values

ExerrptArmunt $ 150,000 S 250.000
Estimated Taxes s 40,287.597 $ 56,209,439

Note: Value and Taxes for S150,000 = numbers reported for 2006
Figures from Steve Van Sant, State Assessor. DCCED

Alaska Municipal League #217 Second Street, Suite 200, Juneau, Alaska 99801 « (907) 586-1325 « www.akml.org
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ALASKA STATE LEGISLATURE

Session:

State Capitol Building
Juneau, Alaska 99801-1182
Phone: (907) 465-2186
Fax: (907) 465-3818

Interim :

600 East Railroad Avenue
W asilla, Alaska 99654
Phone (907) 373-t842
Fax: (907) 373-4729*

REPRESENTATIVE VIC KOHRING

DISTRICT 14

MEMO

To: Representative Anna Fairclough
Co-Chair House Community and Regional Affairs Committee

Fm: Representative Vic Kohring

Cc: Representative Gabrielle LeDoux
Date: January 16, 2007

Re: Request to hear House Bill 60

Please accept this memo and attached documents as a request for the House Community and
Regional Affairs Committee to hear House Bill 60 "An Act relating to and increasing the
municipal property tax exemption on residences of certain seniors and others; and
providing for an effective date.”" HB 60 takes language introduced and passed in 1985 and

adjusts it to meet the current cost of living in Alaska.

Property tax exemption for seniors and disabled veterans has served our state well by allowing
this valuable knowledge resource to remain in the state. When passed it took into account the

average price of a home in Alaska. Today those prices have skyrocketed and many of our

seniors and veterans are paying a substantial amount of their Fixed income for taxes.

Thank you for your consideration of HB 60.

Attachments: Sponsor Statement, HB 60, Information of local property taxes, AS 29.45.030

The information contained in this memo is CONFIDENTIAL and/or privileged. This memo ia intended to tie reviewed

initially by only the individual named above. If the reader of this page ia not the intended recipientor a representative of

the intended recipient, you are hereby notified that any review, dissemination, or copying of this memo or the information

contained herein is prohibited. If you have received this memo in error, please Immediately notify the sender by telephone

and return this memo to the sender atthe above address.

Thank you

E-Mail: Representative Vic_Kohring@legis.state.ak.us
Call Juneau Tollfree; (800) 468-2186
Website: www.akrepublicans.org/kohving/


mailto:Representative_Vic_Kohring@legis.state.ak.us
http://www.akrepublicans.org/kohving/

REPRESENTATIVE VIC KOHRING

DISTRICT 14

Chair- House SpecialCom mittee on Oiland Gas

Sponsor Statement

HB 060

House Bill 060 has been introduced to correct existing legislative language and intent passed in
1985 that will continue to assist seniors and disabled veterans. When it was first passed, it

offered a property tax exemption on the first $150,000 value of tneir homes. For most, that

meant an annual break from property taxes.

Twenty-two years later, the value of a residence is seldom in the $150,000 range, and our seniors
and disaoled veterans are paying the price. While property values have risen dramatically,

compensation to these two groups has not. Dollars spent on property taxes often mean fewer

dollars for food and medicine.

HB 060 will correct language that simply has not keep up with inflation. It raises the exemption

from $150,000 to $250,000, a much more realistic amount in 2007. Passage of HB 060 will show
both our seniors and disabled veterans that we continue to support them as the

all of Alaska and this country in the past.

t

E-Mail: Representative Vic_Kohring@legis.state.ak.us
Call Juneau Tollfree: _(8003J 468-2186
Website: www.akrepublicans.org/kohring/
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ALASKA STATE LEGISLATURE

Interim :

600 East Railroad Avenue
W asilla, Alaska 99654
Phone (907) 373-1842

Fax: (907) 373-4729

R EPR

Session:

State Capitol Building
Juneau, Alaska 99801-1182
Phone: (907) 465-2186
Fax: (907) 465-3818

ESENTATIVE VIC KOHRING

DISTRICT 14

Chair- House Special Com m ittee on O il and Gas

Section 1.

Sectional for HB 060

Changes existing statutory language to specify that the exemption is only available to a resident
living in the residence and reflects the increase in housing prices. It changes the amount of the
exemption from $150,000 to $250,000. In the case of hardship the municipality may increase the
exemption amount. Existing language remains establishing who is eligible, those 65 or over,
disabled veterans, or surviving spouse at least 60 years old of a qualified person, and that only

one exemption per residence is allowed.

Section 2.

Municipal voters are permitted to approve an exemption that is larger than $250,000 for qualified
individuals, those 65 or over, disabled veterans, or surviving spouse at least 60 years old of a

qualified person

Section 3.

The language will take effect on January 1, 2008.

E-Mail: Representative Vic_ Kohring@legis.state.ak.us

Call Juneau Tollfree: (s0o0) 468-2186
Website: www.akrepublicans.org/kohring/
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Average selling price for houses
highest in Anchorage

Prices tor single-family homes have skyrocketed in
recent years. Another survey conducted tor AHFC
shows that the average sale price rose 9 percent
from the second half of 2004 to the second halt
ot 2005. For the first time. Anchorage had the
highi*st average sjles price at $294,000, bumping

(uneau down to second at $281,000. (See Exhibit
10.) Strong economic growth and a shrinking in-

ventory of undeveloped land help explain the 11
percent increase in Anchorage’s numbers.

It is important to recognize, however, that aver-

age sales price data do not necessarily represent

the average prices for an area's total single-family
housing stock, but merely the portion that was

sold in the given time period. Average sales prices
were lowest among the specific areas surveyed

in the Kenai Peninsula Borough ($195,0001 and

Fairbanks ($200,000).

Housing is among the most
affordable in Fairbanks

Housing affordability indexes combine the sales
price data above with average wages in the
same area to determine how many wage earn-
ers are necessary to afford the average home. In
Fairbanks, for example, it takes 1.3 wage earners
to buy an average-priced single-family Fairbanks
home. iSee Exhibit 11.) Higher index numbers
represent less affordable housing.

Although housing in the Matanuska-Susitna
Borough is relatively inexpensive, lower than
average wages make housing less affordable for
those who live and work there than it is in mam
other areas of the state. At the other end of the
spectrum. Anchorage’s high housing costs are
partially offset by higher than average wages,
making housing slightly more affordable for
those who live and work there.

Nor surprisingly, many Mat-Su residents com-
mute to Anchorage to get the best of both
worlds - inexpensive housing and high wages.
This group shares honors with Fairbanks for the
most affordable housing in the state. Housing in
Bethel is the least affordable among the areas
studied due to a combination of high average
housing costs and relatively low average wages.

Statewide, the affordability index rose to 1.5

in the second half of 2005, up from 1.4 a year
earlier. The last time the index was as high as
15 was in 2000. With the exception of Kodiak,
all areas surveyed saw increases in their index
numbers. Kodiak enjoyed an improvement in
housing affordability clue to a higher than aver-
age increase in wages - 7 percent compared to
the statewide average of 4 percent.



What would $100 in 1980 equal today?

The Anchorage Consumer Price Index can help determine how much money it would take today to
equal a dollar amount from some earlier year. To illustrate, this equation shows how S100 in 1980

would be equal to S201 in 2005

2005 Anchorage CPI (see Exhibit 2)
Divided by 1980 Anchorage CPI

The 2.01 is then multiplied by the humber of 1980 dollars in order to find the 2005 equivalent ($100
x 2.01 = S201). Another way tc describe this is to say that S100 in 1985 had the same purchasing

power as S201 had in 2005

The formula can also be reversed to deflate current dollars to some earlier year (for example, S100
in 2005 would equal about S50 in 1980) Inflation calculators that require only the years and a dollar
amount are available at several Web sites, including ours alrms labor state ak us. (Click on “Cost of
Living" in the left margin; then click on “Inflation Calculator," which is based on the U.S. Consumer

Price Index)

Consumers Spend Most on Housing
Consumer Price Index weightingl

Transportation 19.0%

Education ar

Oth
Apparel and upkeep 2.1%

' As of December 2005
Source: U.S. Department of Laoor Bureau of Laor star sties



Alaska
State & Local Taxes in 2002

Shares of family income for non-elderly taxpayers

9

Lot 2% Second 2P0 Motdeds Fouth2l Nt Ntdo TP

Income m LO/H Sﬂﬂﬂ Middle Fo.fm TQI)ZP/O
Group 1 2% 2% 2% 2% M¢4)/0 TCP]_%)

'%'ﬁ?ﬂ'ﬁ%%%sm%%

AgapimmeinGup 290 260 BI VI somoo D BINR

Sales & Excise Taxes 24% 16% 12% - (K%

0.7% % 0.5% 0.1%

€5, - 1.3% 0.7% 0.4% 0.0%

S 8Eae MBAES 0.3% 0.3% Qo 0.1%

Propert Taxes 130/0 25% 18% 1.9%

% FﬂTIlIES 1% 2.4% Lo 0.7%

@ O Ow 1%

Income Taxes 01% 01% 01% 0.7%
Rl Jroe Tax -

Omral Inoone Tax ot Qoo O 0.7%

TOTAL TAXES ~2J%
Feokrd Dl ionCRet - -0.0% -0.3% -0.5% -0.5% -0.2%

TOTAL AFTER OFFSET 2.8% 2.5% 2.5%

WTdSi» ixvs 2002 ulam at2000 ;rtar.a ‘M s
INSTTTUTE ON TAXATION & ETONOMC RALICY, JANUARY 2003



Aadka Tax Trends

Pro%ess've gures Regressive F atures
OSoAT- ST locekes )?
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(1

Changes in Taxes as Shares of INCONMe, 1959 - 2002
k)

+1.0%

+0.5%
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Compoasition of Revenues
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Sows*: GowmnanlFlmo h, USO*rtnMtorC ««a

Institute on Taxation & Fconomic Policy. January 2003



Municipality

Uuncpality ol Ar«.liutjya
Bnstx Bay Borough

Cordove

Craig

Diilnyharn

Fs.iPan** City'

Fa'ibankS North Slar Borough
Hsvktx Borougli

Houston’
ON & Borough uf Juneau
Kacnemak City*

Ksnai Peninsula Borough

KMdakan Gateway Borough
Kodiak. Cfy'

Kod.ai Island Borough
Matanuska-Susitna Borough
Nenana

Nome

Ncilh Pule’

North Sbpe Borough
Pikmer*

Pdrcan

Petersburg

Sawera'

City & Borougli of Sitka
Skagway

Sddotna*

Uruuaska

Vacer

Wasilla*

VitxBwr

VWtangek

Tofal Properly Tates
Overall Chg kem Pnor Year

Sales Tax Revenues

Special Tax Revenues

1Property Tax
Revenues

$339 615.503
$1,763,700
$1,471,987

$434,534
$1 551.955
$10 457 533
$71 967.722
$1,838,182
$1 797.165
$178,379
$32,836,333
$66 258
11.B72.776
$53,290,034
$3,432,361
$7,941,125
1618.751
$8860 i?5
$64,042,524
$218,527
$2,109,534
$796 80S
$2317.232
$768,988
$58,148
$2,147,532

$745,901
$4,401,399
$1,338,097
$546,326
$4,024,654
$17,890,301
$330 766
$188,183
$1,201,688
$296,942
I $643,749,839!

10.44%

.ocal Property Tax Revenues

Dil & Gas Property Tax Revenues

rota! Local Tax Revenues

TABLE 3

2005 Local Property and Oil 4 Gas Property Tax Revenues

Oil & Gas
Property Tax

Revenues

$764 324

$e

$36 600

so

$0

$0

$4,286,797

88838 8

$7,510,354
$0

$188,969,165

888B8B8BLELEBYK

$13,049,409
s

$2,402

$0

s
$214,701,569
-2.6a 4

$157,246,911
$52,839,551
$643,749339
$214.701.569
$1,068,537371

Total

Property Tax

Revenues
$340,579 827
$1,763,700
$1,508,587
$434 534
S1.551.9S5
$10 457.533
$76.274 519
$1,838 182
$1 797.165
$178,379
$32,006,333
$66,258
$1,912,376
$60,800,388
$3432.381
$7,941,125
$618,751
$8,860,125
$64,085,441
$218,527
$2,109 534
$796,808
$191,238,398
$768 988
$58,148
$2,147,532

$745 901
$4.40099
$1.338 097

$546 326
$4 024.654

$30,939,709

$330 766

$190 586
$1,201,688

$296 942

$858,451.409 1
fl.LBSA

Jﬁg%)

%0
1%

* ndxaln that oty is lacatad within e borough thal also levie* a property m>
"Th* column adds »>e borough and city per tapis revenue* to more accurately reflicl the actual per capita tax ttal a property

owner would pay on property bested wthm a aly and a borough, boei of when levy a property tax.

Chg. From
Previous
Year

5 65%!

0 93%!
2.31%!
-1 21%i
15 83%!
20.41%!
6 85%
1.52%
3.14%
-5.58%
8 90%
117.93%
*3.23%
33.05%
84.42%
23.00%
«3.03%
3.28%
15.32%
-5.81%
-12.49%
2.28%
-4.26%
23 46%
7.28%
13.16%
-3.13%
11.28%:
9.09%!
16 54%!
4 32%j
-4.69%!
47.04%)!
20 89%!
-25.32%i
2.82V.j
«1.56%!
6.65V.1

Percat
Change
from
Previous
Veer

Population Per Capita
Ravanua
277.498 $1 227
1.096 $1,609
2.298 $656
1.127 $386
2.422 $641
29.954 $349
64.979 $698
2.245 $819
5332 $337
1.368 $130
30.966 $1 059
475 $139
6.809 $281
50.980 $1,193
7.691 $446
13.030 $609
6.199 $100
13.466 $658
70.148 $914
394 $555
3.473 $607
1532 $520
7.104 $26 927
5.197 $148
118 $493
3.123 $688
426 $333
2.540 $294
8.805 $500
870 $1,538
3.767 $145
4.366 $922
3.749 $8 253
6.109 $54
172 $1 106
2.023 $594
680 $437
Average

Ravanue
[City & Boro

$1.247 *
$1,530

$1,332
$1,473

$1,056 i

$758 !

$1,418

$1,062

$1,526

i
T(
$1,338 j

E

$968 !

property taxes

"Exclude* North Slup# & Vakiea

The average per capila value* ere based
upon population* only n rrxmiopaliSe*

ffial levy a properly lax



The Cost of Single-Family Homes
Prices in Anchorage surpass JUNEaU

Average sales prices for July to December 2005
Aiknotog*  £294.000
Juneau
btaie*kje  1249.000

Bethel £258. (100
Ketchikan

Mat-Su

Koaan

Rest of State

Fairbanks  £200.000

Kofvn Penmuiﬁ
Boroug
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Housing Affordability
Wage earners needed to blly average house

For July to December 2005
AnclKi'sge rvorVer

buys a Mat-Su house

Keiui Peninsula
Borough
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e
Kethien
Bid

S0i/CM 43ica cuoarm tu otuaoat notW oxa Cavazonam Raaaarcfi

ana Jie AteM eoftinCm at*} Corcaakns 2cc3 M oiaoO ay



The Consumer Price Index in Anchorage and the U.S, Vm
Annual averages for selected componénts, 1983 to 2005

ALL ITEMS EXCEPT SHELTER HOUSING TRANSPORTATION
Percent Percent Percent P*rc*nl Percent P*rceni
Chang*  Anchor. Chang* Chang* Anchor.  Chang* Chang* Anchor-  Chang*
U.S from Prev. ag*from Prev. U.S. from Pr«v. ag* from Pr*v. U.S. from Prav. ag* bom Pr*v.
Year Average Yaar  Average Ytar  Av*rjge Year Average Year  Average Year Average Y*«r
19s3 993 37% 999 37% 995 2% 990 0.8% 99 3 2.4% 985 18%
W4 1039 4.1% 1033 39% 103.6 41% 1027 3.7% 103.7 44% 1046 620
1935 107C 3CH 107 5 36% 107 7 40% 1030 0 3% 1% 4 25% 1082 34%
1936 106 C 0H m2 34% 1103 30% 1026 0 4% 123 39% 1073 V4%
1937 me 3.3% 1151 3 5% 1142 30% 975 -50% 1054 3C% 1113 1%
1933 1159 39% 1178 2 3% 135 36% 954 2.2% 108 7 3 1% 1130 15%
1939 1214 4.9% 123 35S 1230 36% 9 3 09% 141 500 1167 33%
1980 526 2 54% 1280 4.7% 1235 45% 1033 79H 1205 56% 1207 ) 4%
1991 1305 4.1% 1319 30% 1336 40% 1112 7 0% 1238 27% 1217 08%
1992 1373 286 1348 2% 1375 29% 116 6 4 9% 1265 22% 1233 C13%
1993 141 4 30% 1379 2% 1412 27% 1211 3% 1304 31% 1293 4 5%
1994 144 3 2 4% 1403 17% 144 6 25% 129 15% 143 30% 1369 i 3%
1995 1486 2606 1446 31% 1485 2.6% 1249 18% 1391 3.6% 1431 50%
199% 1523 28% 1484 26% 152.8 29% 1279 2.4% 143.0 28% 1472 24%
1997 1559 206 1506 155 1566 25% 129 4 12% 144 3 03% 1470 01%
1993 157 2 0.3% 152 6 13H 160 4 23% 1310 12% 141 6 -19% 1449 -1 4%
1999 1502 19% 1535 068% 1639 22% 1327 1.3% 144.4 20% 1437 0%
2300 165.7 34% 156.1 1% 169 6 35% 1342 11% 1533 8.2% 1505 4 7%
00 169 7 2 4% 160 6 2% 176 i 40% 1390 36% 154 3 07% 1530 17%
2002 1703 086 1622 106 180 3 226 1435 32% 1529 10% 151 £ 10
20C3 174.6 2% 1665 2.7% 1841 2.5% 146 8 23% 157.6 31% 1583 4.5%
oA 1793 2.7% 1717 31% 1895 25% 149 1 16% 163.1 35% 1627 28%
1005 196 1 33% 1775 34H 1957 33% 1531 27% 1739 66% 1717 55%
MEDICAL CARE' APPAREL and UPKEEP
Percent Percent Percent Pcrcenl Percent Percent
Change Anchor- Change Chang* Anchor Chang* Chang* Anchor- Chang*
U.S. Irom Prev. ag* Iroin Prev. uUs. from Prev. age |din Prtv. U.S. Irom Prev. eg* Irom Prev.

Year Average Year Average Year  Average rear Average Year  Average Year Average Year
1333 995 2.3% 99.7 2.6% 100.6 8.9% 997 5.7% 100.2 1C16 W
1334 1032 3.7% 103.2 35% 106.8 62% 1055 58% 102.1 ﬁ% 101.7 0
1335 1356 2 3% 1062 29% 1135 63% 1109 5 1% 1CS0 23% 1053 4 3%
1336 109 1 33% 1108 43% 1223 75% 1276 152S 159 03%  1C9C 33%
1337 1135 4.0% 1131 21% 1301 66% 1370 7.2% 1106 4.4% 1166 W
1333 1182 4.1% 113B 06% 1386 65% 1458 6.4% 115.4 4.3% 1191 0
1333 1243 5 7% 1172 33% 1493 7% 154 4 59% 1186 23% 125C 50%
1990 1321 53% 1237 55% 152e 90% 161 2 4.4% 124 1 46% 1277 'Q(ﬁ/h
1391 136 3 3.6% 1277 32% 177.0 87% 1735 7.6% 128.7 37% 1266
1392 1387 14% 1303 2.0% 190.1 7 4% 1830 5.5% 131.9 25% 1302 211%
1993 141 6 21% 1312 07% 2314 £% 189 6 36H 1337 14% 1312 CHS
1934 1449 23% 1319 05% 2113 48% 1379 43% 1334 0206 1239 1 Wb
1935 1469 28% 1385 5,0% 2205 45% 2116 70% 132.0 -10% 1300 011%
139% 1537 3.2% 1434 35% 2292 35% 2311 9 2% 1317 02% 1287 -111%
1937 1577 2 6% 146 8 17% 2246 26% 2439 77H 1329 09H 127C -i
1333 151 1 22% 147 3 13% 242 1 32 2557 2 7H 1330 01S 1256 o @)
1399 1646 22% 1484 0.7% 250 6 35% 2608 20% 131 -13% 1253 b; 0
2000 158.4 23% 1517 2.2% 260 8 41% 2721 43% 129 *13% 1245 -1.0%
2001 1736 31% 1564 31% 2726 46% 2329 40% 127 3 13% 1311 53%
2002 176 3 1.8% 1579 10% 2356 4 % 124.0 «2.6% 1267 1-56?
2008 1305 21% 1618 2.5% 297.1 40% 1209 25% 12327 2 /0
2004 1366 3.4% 168 9 4.4% 310.1 44% - 1204 04% 1239 oer/
2005 191 2 2.5% 173 1 2 5% 3232 429% 3442 1195 0 1%, 121 3 §

ho ird*» ais created torm e Id car* lor anchorage lor th* /*arj 23C2 to 200c

Scx/ce 1> S Owa.dTtem of Laov. B~yeaj ot Laber Subatca



Income Growth Versus Property Tux Grow rfj

1WP-200-*

_ Percent Change  Percent Change
Fiscal In Personal In Pr er_tgﬂ
Year Income Tax Collections
1990 6.78%

1991 494 7.06
1992 4.61 7.34

1993 5.32 5.22

1994 4.16 3.90
1995 5.86% 3.20%

1996 4.99 2.94
1997 6.18 4.48

1998 6.81 517

1999 6.27 4.14
2000 6.61% 3.97%
2001 6.22 5.62
2002 2.02 5.88
2003 2.19 6.27
2004 4.66 7.27

Note: Tax payments are actual collections as reported to
the Census Bureau by state and local governments..
Business and other property taxes included along with

residential real estate taxes.
Sources: survey of Government Finances, U.S. Census

Bureau: Bureau of Economic Analysis: and Tax Founda-
tion calculations.
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Sec. 29.45.030. Required exemptions.

Statute text
(@) [See delayed amendment note.] The following property is exempt from general taxation:

(1) municipal property, including property held by a public corporation of a municipality, state
property, property of the University of Alaska, or land that is in the trust established by the
Alaska Mental Health Enabling Act of 1956, P.L 84-830. 70 Stat. 709, except that

(A) a private leasehold, contract, or other interest in the pr *perty is taxable to the extent of the
interest; however, an interest created by a nonexclusive use agreement between the Alaska
Industrial Development and Export Authority and a user of an integrated transportation and port
facility owned by the authority and initially placed in service before January 1, 1999, is taxable
only to the extent of, and for the value associated with, those specific improvements used for
lodging purposes,

(B) notwithstanding any other provision of law, property acquired by an agency, corporation, or
other entity of the state through foreclosure or deed in lieu of foreclosure and retained as an
investment of a state entity is taxable; this subparagraph does not apply to federal land granted to
the University of Alaska under AS 14.40.380 or 14.40.390, to other land granted to the university
by the state to replace land that had been granted under AS 14.40.380 or 14.40.390, or to land
conveyed by the state to the university under AS 14.40.365;

(C) an ownership interest of a municipality in real property located outside the municipality
acquired after December 31, 1990, is taxable by another municipality; however, a borough may
not tax an interest in real property located in the borough and owned by a city in that borough;
(2) household furniture and personal effects of members of a household;

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

(4; property of a nonbusiness organization composed entirely of persons 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 organization;

(5) money on deposit;
(6) the real property of certain residents of the state to the extent and subject to the conditions

provided in (e) of this section;
(7) real property or an interest in real property that is exempt from taxation under 43 U.S.C.

1620(d), as amended;

(8) property of a political subdivision, agency, corporation, or other entity of the United States to
the extent required by federal law; except that a private leasehold, contract, or other interest in
the property is taxable to the extent of that interest unless the pioperty is located on a military
base or installation and the property interest is created under 10 U.S.C. 2871 - 2885 (Military
Housing Privatization Initiative), provided that the leaseholder enters into an agreement to make
a payment in lieu of taxes to the political subdivision that has taxing authority;

(9) natural resources in place including coal, ore bodies, mineral deposits, and other proven and
unproven deposits of valuable materials laid down by natural processes, unharvested aquatic

plants and animals, and timber.
(b) In (a) of this section, "property used exclusively for religious purposes” includes the

following property owned by a religious organization:



(1) the residence of an educator in a private religious or parochial school or a bishop, pastor,
priest, rabbi, minister, or religious order of a recognized religious organization; for purposes of
this paragraph, "minister” means an individual who is

(A) ordained, commissioned, or licensed as a minister according to standards of the religious
organization for its ministers; and

(B) employed by the religious organization to carry out a ministry of that religious organization;
(2) a structure, its furniture, and its fixtures used solely for public worship, charitable purposes,
religious administrative offices, religious 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 educational groups. If used by nonprofit educational groups, the property is exempt only if

used exclusive!*' for classroom space.
(d) Laws exempting certum property from execution under AS 09 (Code of Civil Procedure) do
not exempt the property from taxes levied and collected by municipalities.

(e) The real property owned and occupied as the primary residence and permanent place of
abode by a (1) resident 65 years of age or older; (2) disabled veteran; or (3) resident at least 60
years old who is the widow or widower of a person who qualified for an exemption under (1) or
(2) of this subsection, is exempt fiom taxation on the first SI 50,000 of the assessed value of the
real property. A municipality may, in case of hardship, provide for exemption beyond the first
$150,000 of assessed value in accordance with regulations of the department. Only one
exemption may be granted for the same property and, if tv. u or more persons are eligible for an
exemption for 'he same property, the parties shall decide between or among themselves who is to
receive ihe benefit of the exemption. Rea! property may not be exempted undei this subsection
if the assessor determines, after notice and hearing to the parties, that the property was conveyed
to the applicant primarily for the purpose of obtaining the exemption. The determination of the
assessor may be appealed under AS 44.62.560 - 44.62.570.

(f) To be eligible for an exemption under (e) of this section for a year, a municipality may by
ordinance require that an individual also meet requirements under one of the following
paragraphs: (1) the individual shall be eligible for a permanent fund dividend under AS
43.23.005 for that same year or for the immediately preceding year; or (2) if the individual has
not applied or does not apply for one or both of the permanent fund dividends, the individual
would have been eligible for one of the permanent fund dividends identified in (1) o* this
subsection had the individual applied. An exemption may not be granted under (e) of this section
except upon written application for the exemption. Each municipality shall, by ordinance,
establish procedures and deadlines for filing the application. The governing body of the
municipality for good cause shown may waive the claimant s failure to make timely application
for exemption and authorize the assessor to accept the application as if timely filed. If an
application is filed within the required time and is approved by the assessor, the assessor shall
allow an exemption in accordance with the provisions of (e) of this section. If the application for
exemption is approved after taxes have been paid, the amount of tax that the claimant has already
paid for the property exempted shall be refunded to the claimant. The assessor shall req lire proof
in the form the assessor considers necessary of the right to and amount of an exemption claimed
under (e) of this section, and shall require a disabled veteran claiming an exemption under (e) of
this section to provide evidence of the disability rating. The assessor may require proof under

this subsection at any time.



(g) The state shall reimburse a borough or city, as appropriate, for the real property tax revenues
lost to it by the operation of (e) of this section. However, reimbursement may be made to a
municipality foi revenue lost to it only to the extent that the loss exceeds an exemption that was
granted by the municipality, or that on proper application by an individual would have been
granted under AS 29.45.050(a). If appropriations are not sufficient to fully fund reimbursements
under this subsection, the amount available shall be distributed pro rata among eligible
municipalities.

(h) Except as provided in (g) of this section, nothing in (e) - (j) of this section affects similar
exemptions from property taxes granted by a municipality on September 10, 1972, or prevents a
municipality from granting similar exemptions by ordinance as provided in AS 29.45.050.

(il In (e) - (i) of this section,

(1) "disabled veteran" means a disabled person

(A) separated from the military service of the United States under a condition that is not
dishonorable who is a resident of the state, whose disability was incurred or aggravated in the
line of duty in the military service of the United States, and whose disability has been rated as 50
percent or more by the branch of service in which that person serv dor by the United States
Dep; rtment of Veterans Affairs; or

(B) who served in the Alaska Territorial Guard, who is a resident of the state, whose disability
was incurred or aggravated in the line of duty while serving in the Alaska Territorial Guard, and

whose disability has been rated as 50 percent or more;
(2) "real property" includes but is not limited to mobile homes, whether classified as real or

personal property for municipal tax purposes.

() One motor vehicle per household owned by a resident 65 years of age or older on January 1
of the assessment year is exempt either from taxation on its assessed value or from the
registration tax under AS 28.10.431. An exemption may be granted under this subsection only
upon written application on a form prescribed by the Department of Administration.

(k) The department shall adopt regulations to implement the provisions of (g) and (j) of this
section.

(@ Two percent of the assessed value of a structure is exempt from taxation if the structure
contains a fire protection system approved under AS 18.70.081, in operating condition, and
incorporated as a fixture or pan of the structure. The exemption granted by this subsection is
limited to

(1) an amount equal to two percent of the value of the structure based on the assessment for
1981, if the fire protection system is a fixture of the structure on January 1, 1981; or

(2) an amount equal to two percent of the value of the structure based on the assessment as of
January 1 of the year immediately following the installation of the fire protection system if the
fire protection system becomes a fixture of the structure after January 1, 1981.

(m) For the purpose of determining property exempt under (a)(7) of this section, the following
definitions apply to terms used in 43 U.S.C. 1620(d) unless superseded by applicable federal
law:

(1) "developed" means a purposeful modification of the property from its original state that
effectuates a condition of gainful and productive present use without further substantial
modification; surveying, construction of roads, providing utilities or other similar actions
normally considered to be component parts of the development process, but that do not create the
condition described in this paragraph, do not constitute a developed state within the meaning of
this paragraph; developed property, in order to remove the exemption, must be developed for



purposes other than exploration, and be limited to the smallest practicable tract of the property

actually used in the developed state;
(2) "exploration" means the examination and investigation of undeveloped land to determine the

existence of subsurface nonrenewable resources;

(3) "lease" means a grant of primary possession entered into for gainful purposes with a
determinable fee remaining in the hands of the grantor; with respect to a lease that conveys rights
of exploration and development, this exemption shall continue with respect to that portion of the
leased tract that is used solely for the purpose of exploration.

(n) If property or an interest in property that is determined not to be exempt under (a)(7) of this
section reverts to an undeveloped state, or if the lease is terminated, the exemption shall be
granted, subject to the provisions of (a)(7) and tm) of this section.

History
((8 12ch 74 SLA 1985; am 88 1, 2ch 91 SLA 1985;am844ch 37 SLA 1986; am§882-4ch 70

SLA 1986; am §3 ch 66 SLA 1991; am § 1ch 85 SLA 1991; am § 14ch 93 SLA 1991; am 8 1
ch 54 SLA 1992; am 84 ch 97 SLA 1992; am E.O. No. 99 § 71 (1997); am 8 81 ch 21 SLA
2000; am 8§ 2ch 117 SLA 2000; am § 8 ch 136 SLA 2000; am 8 1ch 23 SLA 2001; am § 1ch 42
SLA 2002; am § 1ch 140 SLA 2004; am § 1ch 44 SLA 2006))

Annotations
Delayed amendment. Under secs. 3 and 19, ch. 117, SLA 2000, as amended by sec. 2, ch. 74,

SLA 2003, effective July 1, 2007, subsection (a) will be amended. Subsection (a) will read, on
July 1, 2007, as follows: "(a) The following property is exempt from general taxation:

"(1) municipal property, including property held by a public corporation of a municipality, state
property, property of the University of Alaska, or land that is in the trust established by the
Alaska Mental Health Enabling Act of 1956, P.L. 84-830, 70 Stat. 709, except that

"(A) aprivate leasehold, contract, or other interest in the property is taxable to the extent of the
interest;

"(B) notwithstanding any other provision of law, property acquired by an agency, corporation, or
other entity of the state through foreclosure or deed in lieu of foreclosure and retained as an
investment of a state entity is taxable; this subparagraph does not apply to federal land granted to
the University of Alaska under AS 14.40.380 or 14.40.390, or to other land granted to the
university by the state to replace land that had been granted under AS 14 40.380 or 14.40.390, or
to land conveyed by the state to the university under AS 14.40.365;

"(C) an ownership interest of a municipality in real property located outside the municipality
acquired after December 31, 1990, is taxable by another municipality; however, a borough may
not tax an interest in real property located in the borough and owned by a city in that borough;
"(2) household furniture and personal effects of members of a household;

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

"(4) property of a nonbusiness organization composed entirely of persons 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 organization;

"(5) money on deposit;
"(6) the real property of certain residents of the state to the extent and subject to the conditions

provided in (e) of this section;
"(7) real property or an interest in real property that is exempt from taxation under 43 U.S.C.

1620(d), as amended;



"(8) property of a political subdivision, agency, corporation, or other entity of the United States
to the extent required by federal law; except that a private leasehold, contract, or other interest in
the property is taxable to the extent of that interest unless the property is located on a military
base or installation and the property inte.est is created under 10 U.S.C. 2871 - 2885 (Military
Housing Privatization Initiative), provided that the leaseholder enters into an agreement to make
a payment in lieu of taxes to the political subdivision that has taxing authority;

"(9) natural resources in place including coal, ore bodies, mineral deposits, and other proven and
unproven deposits of valuable materials laid down by natural processes, unharvested aquatic
plants and animals, and timber."

If ch. 136, SLA 2000 was not validly enacted, subsection (a) will read, on July 1, 2007, as
follows: "(a) The following property is exempt from general taxation:

"(1) municipal property, including property held by a public corporation of a municipality, or
state property, or land that is in the trust established by the Alaska Mental Health Enabling Act

of 1956, P.L. 84-830, 70 Stat. 709, except that
"(A) a private leasehold, contract, or other interest in the property is taxable to the extent of the

interest;

"(B) notwithstanding any other provision of law, property acquired by an agency, corporation, or
other entity of the state through foreclosure or deed in lieu of foreclosure and retained as an
investment of a state entity is taxable; this subparagraph does not apply to federal land granted to
the University of Alaska under AS 14.40.380 or 14.40.390, or to other land granted to the
university by the state to replace land that had been granted under AS 14.40.380 or 14.40.390;
"(C) an ownership interest of a municipality in real property located outside the municipality
acquired after December 31, 1990, is taxable by another municipality; however, a borough may
not tax an interest in real property located in the borough and owned by a city in that borough;
"(2) household furniture and personal effects of members of a household,

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

"(4) property of a nonbusiness organization composed entirely of persons 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 organization;

"(5) money on deposit;
"(6) the real property of certain residents of the state to the extent and subject to the conditions

provided in (e) of this section;
"(7) real property or an interest in real property that is exempt from taxation under 43 U.S.C.

1620(d), as amended;

"(8) property of a political subdivision, agency, corporation, or other entity of the United States
to the extent required by federal law; except that a private leasehold, contract, or other interest in
the property is taxable to the extent of that inteiest;

"(9) natural resources in place including coal, ore bodies, mineral deposits, and other proven and
unproven deposits of valuable materials laid down by natural processes, unharvested aquatic
plants and animals, and timber."

Revisor's notes. The amendments made to (e) and (g) of this section by 88 land 2, ch. 91, SLA
1985 were enacted as amendments io AS 29.53.020(e) and (g). Chapter 74, SLA 1985 enacted
AS 29.45.030 and repealed AS 29.53.020. The effective date of both 1985 Acts is Jaruary 1,
1986. The legislature's intent to amend the property tax exemption provisions has been



recognized by treating the amendments to AS 29.53.020(e) and (g) as amendments to (e) and (Q)

of this section.

CROSS REFERENCES
Cross references. For exemption of electric and telephone cooperatives from local ad valorem

taxes, see AS 10.25.540(b); for statement of legislative intent concerning the amendment of (a)
of this section by sec. 2, ch. 117, SLA 2000, see sec. 1(b), ch. 117, SLA 2000 in the 2000
Temporary & Special Acts; for statement of legislative intent concerning the delayed amendment
of (a) of this section by sec. 3, ch. 117, SLA 2000 (as later amended by sec. 2, ch. 74, SLA 2003,
to take effect in 2007), see sec. 1(a), ch. 117, SLA 2000 in the 2000 Temporary & Special Acts.
Administrative Code. - For senior citizen and disabled veteran property tax exemption, see 3

AAC 135
Effect of amendments. The first 1992 amendment, effective January 1, 1993, added paragraph

(a)(9) and made a related stylistic change.

The second 1992 amendment, effective June 20, 1992, inserted "property, including property
held by a public corporation of a municipality,” in paragraph (a)(1).

The 1997 amendment effective March 16, 1997, substituted "Department of Administration” for
"Department of Public Safety” in the second sentence in subsection (j).

The first 2000 amendment, effective April 28, 200f substituted "United States Department of
Veterans Affairs™ for "Veterans' Administration™ in subparagraph (i)(1)(A).

The second 2000 amendment, effective June 7, 2000, added the language beginning with
"however," at the end of subparagraph (a)(1)(A).

The third 2000 amendment, effective July 20, 2000, in paragraph (a)(1) inserted "property of the
University of Alaska" in the introductory language and added ", or to land conveyed by the state
to the university under AS 14.40.365" at the end of subparagraph (B).

The 2001 amendment, effective January 1, 2002, rewrote subsection (O-

The 2002 amendment, effective September 5, 2002, in subsection (O added the first sentence; in
the third sentence from the end of the subsection deleted "a failure to timely File has been waived
as provided in this subsection and" following "If" at the beginning and inserted "after taxes have
been paid.”

The 2004 amendment, effective July 1, 2004, in paragraph (a)(8), added the language beginning
with "unless the property is located" at the end of the paragraph.

The 2006 amendment, effective August 23, 2006, inserted "an educator in a private religious cr
parochial school or" and "for purposes of this paragraph, 'minister’ means an individual who is"
in paragraph (b)(1), and added subparagraphs (b)(1)(A) and (b)(1)(B).

Editor's notes. Section 14, ch. 117, SLA 2000 makes the amendment of (a) of this section by
sec. 2, ch. 117. SLA 2000 retroactive to January 1, 1999.

Opinions of attorney general. The constitutional convention intended that only so much of the
property used for religious purposes as was being used to produce income should be taxable, that
such other parts should be exempt, and that a proration between taxable and nontaxable parts
should be made. 1962 Op. Att'y Gen. No. 15, decided under former, similar law.

All religious property in the state not used for business, rent or profit, is exempt from taxation.
1962 Op. Att'y Gen. No. 15, decided under former, similar law.

The Division of Land has no liability for local property taxes by virtue of subparagraph (a)(1)(B)
of this section on land that it reacquires through a contract termination under AS 38.05.065(d),
(e), () and (g) because such lands are not acquired "through foreclosure or deed in lieu of



foreclosure" nor are they lands "retained as an investment of a state entity." However, if taxes are

owed, they are owed for every year in which the property was legally taxable; and the issue of
taxability will largely turn on who the ow ner of record was as of January 1 of the relevant year.

June 14, 1993 Op. Att'y Gen.

NOTES TO DECISIONS
Annotator's notes. - The cases cited in the notes below were decided under former, similar

law.
Strict construction. * The courts must narrowly construe statute granting tax exemptions.

Greater Anchorage Area Borough v. Sisters of Charity, 553 P.2d 467 (Alaska 1976).
Provisions exempting property from ad valorem taxation must be strictly construed against the
property holder and in favor of the taxing authority. McKee v. Evans, 490 P.2d 1226 (Alaska
1971).

Amendment by ch. 136, SLA 2000 upheld. - Non-monetary asset transfers are not
appropriations subject to the governor's enhanced veto under Alaska Const., art. Il. Therefore, a
2000 amendment (ch. 136, SLA 2000) allowing the University of Alaska to select between
250,000 and 260,000 acres of state lands which would then be conveyed to the university to
manage, was not an appropriation, and an override of the governor's veto required only a two-
thirds majority in the legislature, not the three-fourths majority required for the overriding of a
veto of an appropriations bill. Having received the required two-thirds majority, the veto was
successfully overridden, and the bill, affecting this section, became law. State Legislative
Council v. Knowles, 86 P.3d 891 (Alaska 2004).

Paragraph (a)(1) tracks the Alaska Const., art. I1X, 8 5. See Ben Lomond, Inc. v. Fairbanks N.
Star Borough Bd. of Equalization, 760 P.2d 508 (Alaska 1988).

A former, similar provision was enacted pursuant to Alaska Const., art. 1X, 8 4. Harmon v.
North Pac. Union Conference Ass'n, 462 P.2d 432 (Alaska 1969), ovenruled on other grounds,
Nome v. Catholic Bishop, 707 P.2d 870 (Alaska 1985).

Purpose. - The purpose of a former, similar provision was to encourage the establishment of
privately supported nonprofit educational institutions; the motivation for their establishment was
largely irrelevant. McKee v. Evans, 490 P.2d 1226 (Alaska 1971).

Scope of exemption. The exemption provisions of Alaska Const, an. IX, 84 and paragraph
(@)(3) of this section do not catalogue all factors that might define eligibility for charitable-
puipose exemptions. It is appropriate to consider any circumstance relevant to whether a
particular property owner has satisfied the constitutional and statutory standard. Fairbanks N.
Star Borough v. Dena' Nena' Henash, 88 P.3d 124 (Alaska 2004).

The phrase "retained as an investment" in subparagraph (a)(1)(B) means that real property
acquired by a state agency through foreclosure and retained for resale is subject to local taxation.
United States v. Matanuska-Susitna Borough, 906 P.2d 1386 (Alaska 1995).

"Non-profit" not identical to "charitable purposes" requirement - "Non-profit" under Alaska
Const, art. 1X, 8 4 and paragraph (a)(3) of this section imposes a substantive qualification that is
not identical to the "charitable purposes" requirement. The focus is on the purpose of the use, not
on the organization. Fairbanks N. Star Borough v. Dena' Nena' Henash, 88 P.3d 124 (Alaska

2004).



Burden of showing eligibility for exemption. - A taxpayer claiming a tax exemption has the
burden of showing that the progerty ise |g|ble for the exemption. Greater Anchorage Area

Borough v, Sisters of Charity, 953 P.2d 467 (Alaska 1976).

Use providing a public benefit indicates that the J)roperty Is being used for a charitable purpose

under Alaska Const, art. IX, §4 and paragraph 8&? 3) of this section. Fairbanks N. Star Borough

v. Dena’ Nena' Henash, 88 P.3d 124 (Alaska 2004)

Property leased or rented is exempt if: (1) The property is leased or rented for an exempt
activity; (2) the lease or rental payments are not the product of an owner's dominant profit
motive; and (3) the lease or rental payments are incidental to and reasonably necessary for the
exempt use of the property and do not exceed the operational requirements of the exempt
activity. If (3) is not met, the J]oropertg must be used for classroom space to be exempt. City of
Nome v. Catholic Bishop, 707 P.2d 870 (Alaska 1985) (decided under former AS 29.53.020).
The termination of ,, lease of developed property taken alone, would not suffice to render the
property tax exempt; what is required, additionally, is a tangible change such as destruction or
decay of the improvements to constitute reversion to an undeveloped state. Kenai Peninsula
Borough v. Tyonek Native _CorF_. 807 P.2d 502 (Alaska 1991). _

Exclusive use for nonprofit religious, etc., purposes must be shown. - In order to qualify for an
exemption, the taxpayer must show not benefits, but exclusive use for nonprofit religious,
charitable, cemetery, hospital or educational gurposes. Greater Anchorage Area Borough V.
Sisters of Charily, 953 P.2d 467 (Alaska 1976).

When the property in question is used even in part by nonexempt parties for their private
business purposes, there can be no exemption. Greater Anchorage Area Borough v. Sisters of
Charity. 553 P.2d 467 (Alaska 1976). _

Generation of revenue not fatal to charitable-putpose exemption. - Whether a nonprofit
organization receives outside funding allowing it to provide services at reduced cost or no charge
to the community does not determine whether prope_r?/ is being used for a charitable purpose.
otherwise exempt property that generates revenue will not lose its exemption if: (1) Payment is
not sought as a result of a dominan' profit motive; (2) payment is hoth incidental to and
reasonably necessary for the accomplishment of the exempt activity; and (3) é)ayment does not
%Bit)ed operating costs. Fairbanks N. Star Borough v. Dena’ Nena’ Henash, 88 P.3d 124 (Alaska

Actual use rather than owner's use should be analyzed in determining eligibility for an
exemption. Greater Anchorage Area Borough v. Sisters of Chanty, 553 P.2d 467 (Alaska 1976).
The power of deciding w-hat types of education are to be publicly supported, either under the
School Foundation Act or by tax exemption, is vested with the legislature. McKee v. Evans, 490
P.2d 1226 (Alaska 1971).

Alaska Const., art. X, §4, directs the legislature to define the educational exemption and
encourage the exercise of that responsibility. McKee v. Evans, 490 P.2d 1226 (Alaska 1971).

The phrase "educational purposes” as used in Alaska Const., art. IX, §4, and a former, similar
provision included systematic instruction in any and all branches of learning from which a
substantial public benefit was derived. McKee V. Evans, 490 P.2d 1226 (Alaska 1971).

A former, similar provision in no way delimited the term “educational purposes,” and there was
no justification for the supreme court to give to that term anything other than its ordinary

meaning That restrictive definition was a legislative concern seemed especially apparent at a
time when them was increasing desire for specialized practical education, a proliferation of new



kinds of educational institutions, and rapidly changing concepts of mass education. McKee v.
Evans, 490 P.2d 1226 (Alaska 1971).

The minutes of the constitutional convention revealed no indication of what was intended tu
constitute an “educational” purpose, the drafters stating merely that theY intended to adopt a
“standard” state exemption In a former, similar provision. Nor has the legislature defined the
tfé;nl )as it has done with regard to "religious purposes.” McKee v. Evans, 490 P.2d 1226 (Alaska
~When exemption attaches. - Under a former, similar provision, once it was determined that the
institution involved was nonprofit in character and that the propergy was exclusively used for
educational purposes, the exemption attached. McKee v. Evans, 490 P.2d 1226 (Alaska 1971).

The Apprenticeship and Manpower Training Trust Fund was entitled to an exemption from
real property taxation b?/ the Greater Anchorage Area Borough (GAAB) on the ground that its
Property was "“used exclusively for nonprofit... educational purposes” within the meaning of a

ormer, similar provision. McKee v. Evans, 490 P.2d 1226 (Alaska 1971).

The general public was clearly benefited both by the increased opportunity for Alaskans to
obtain vocational training not otherwise available, and by the increased quality of service from a
skilled trade. McKee v. Evans, 490 1.2d 1226 (Alaska 1971).

"Charity" and "charitable puiposes”. - Neither in Alaska's Constitution nor in its general laws
are the terms "charity" or "charitable purposes” defined. In such circumstances, resort to the
common-law definition of these terms is appropriate. Matanuska-Susitna Borough v. King's Lake
Camp, 439 P.2d 441 (Alaska 1968). _ _ _

It is (1U|te clear that what is done out of ﬂood will and a desire to add to the improvement of the
moral, mental, and physical welfare of the public generally comes within this meaning of the
word “charity." Matanuska-Susitna Borough v. King's Lake Camp, 439 P.2d441 (Alaska 1968;.
"Charitable purposes" has the identical meaning and application in paragraphs ta)(3) and (b)(2
City of Nome v. Catholic Bishop, 707 P.2d 870 (Alaska 1985). _

Property may be exempt under paragraph (a)(3) if the taxpayer establishes that the use of that
property is directly incidental to and vitally necessary for the exempt use of other specifically
dentified property; similarly, property used part-time for exempt purposes and otherwise for
uses directly incicental to and vitall necessar}a_/ for the exempt purposes is exempt. City of Nome
v. Catholic Bishop, 707 P.2d 870 (Alaska 1985). _ o

Property will not lose an exemption under paragraph (a?(32 even if payment is received for the
use of the pioperty if. (1) The property is used exclusively for exempt purposes; (2) the payment
is not sought as a result of a dominant profit motive; and (3) the payment Is both incidental to
and reasonably necessary for the accomplishment of the exempt_actwﬂy and does not exceed the
operating costs of the exempt activity for which payment is received. If (3) is not met, the
property is only exempt if used for classroom space. City of Nome v. Catholic Bishop, 707 P.2d
870 (Alaska 1985). _ _ o

Effect of operating surplus. - Operating sug)lus will not preclude an otherwise valid tax
exemption so long as revenue is not generated out of a dominant profit motive and revenue is
allocated only to support exempt purposes. Fairbanks N. Star Borough v. Dena’ Nena' Henash,
88 P.3d 124 {Alaska 2004). _ o

Taxation of possessory interest in tax-exempt public property. - Alaska's constitution, statutes,
and case law authorize local governments to tax a possessory interest in tax-exempt public
property, and the reversionary method is a valid method for valuation of a possessory interest in



tax-exempt ﬁ)roperty. Fairbanks N. Star Borough Assessor's Office v. Golden Heart Utils., Inc. 13
P.3d 263 (Alaska 2000). _
Rentals or income not derived as result of dominant profit motive. - If it appeared that rentals
or income were not derived as a result of a dominant profit motive on the charity's part, but were

incidental to and reasonably necessary for the accomplishment of its charitable purposes, then
such rentals or income were not within the ambit of a former, similar provision's limitation upon
roperties which 8ua|ified for a charitable exemption. Matanuska-Susitna Borough v. King's
ake Camp, 439 P.2d 441 (Alaska 1968).
The term "claimant,” as used in subsection (0. includes any person having an interest in the
}7)ro erty to he exempted, or such person's agent or assigns. City of Nome v. Catholic Bishap,

07 P.2d 870 (Alaska 1985). S _ _

"Developed." - The meaning of the term "developed” in this section, is consistent with the
meanlng of that term as used in the Alaska Native Claims Settlement Act. Kenai Peninsula
Borough v. Tyonek Native Corp. 807 P.2d 502 (Alaska 1991). o
The definition of "developed"” is broad enough to include subdivided land which is ready for sale.
Kenai Peninsula Borough v. Cook Inlet Region, Inc. 807 P.2d 487 (Alaska 1991).

"Residence™ exemption. - The post-Harmon amendment of paragraph (b)(1) broadened the
"residence” exemption; the statute now exemgts the residence of a pastor who is primarily a
spiritual leader but who may also be responsible for other church-related activities. City of Nome
v. Catholic Bishop, 707 P.2d 870 ﬁAIaska 1985). _

The wording of paragraph (b)(1) allows a smgle parish to contain more than one exempt
residence. City of Nome v. Catholic Bishop, 707 P.2d 870 (Alaska 1985). _

Exemption of assistant pastor's residence. - Sometimes an assistant pastor's residence may be
exempt; the label "assistant” does not preclude the exemption. City of Nome v. Catholic Bishop,
707 P.2d 870 (Alaska 1985).

The parsonage of an assistant or lay pastor was exempt from an ad valorem tax under the
broadened tax exemption provisions of Alaska Const., art. IX, § 4, and a former, similar
provision. Evangelical Covenant Church of Am. v. City of Nome, 394 P.2d 832 (Alaska 196J)

Areligious order has onle/_asm le residence; this is the motherhouse, convent or monastery
where the order is based. City of Nome v. Catholic Bishop, 707 P.2d 870 (Alaska 1985) (decided
under former AS 29.53.020). R

A pastor's choice to allow volunteers or other guests to live in his home does not destroy a
"residence” exemption. City of Nome v. Catholic Bishop, 707 P.2d 870 (Alaska 1985) (decided
under former AS 29.53.020{. o _ .

But the use of church property for housing visitors and volunteers is not an exempt “religious
'|%‘usr|ozogs%3 OC2|t of Nome v. Catholic Bishop, 707 P.2d 870 (Alaska 1985) (decided under former

Housing for seminary students, church volunteers, and visitin_? pastors nonexempt. - The

olicy of strict construction and the Harmon decision necessarily makes nonexempt the housing
or seminary students, church volunteers and visiting pastors; nothing in the post-Harmon
amendment of para[graph_(b)(l) suggests a legislative intent to change the inclusiveness of the
exempt residences list. Cltg of Nome v. Catholic Bishop, 707 P.2d 870 (Alaska 1985) (decided
under former AS 29.53.020). _ N _

Youth hostel. - A ch_urch-Oﬁerated youth hostel was a charitable activity. The income from the
youth hostel did not taint the hostel's exempt status, for the fees received as payment for the
exempt hostel services were related to and necessary for the hostel’s operating costs, and were



not motivated by profit making; thus, the income limitations of subsection (c) did not apply. City
of Nome v. Catholic Bishop, 707 P.2d 870 (Alaska 1985) (decided under former AS 29.53.020).
Church-operated radio station. - Ad valorem taxes could be assessed and collected upon the
facilities and property of a radio station operated by a church if a portion of the radio time was
sold and used for commercial purposes, even if a portion of the Proﬂt was used to support the
missionary work of the church. Evangelical Covenant Church of Am. v. City of Nome, 394 P.2d
882 (Alaska 1964). o o
To hold that a church-operated, profit-making radio station was exempt from ad valorem taxes
would have resulted in a taxed commercial business being forced to compete with the
commercial activities of institutions claiming a tax exempt status under a former, similar
Brovmon. Evangelical Covenant Church of Am. v. City of Nome, 394 P.2d 832 (Alaska 1964).
roperty on which a radio station operated by the Catholic blsholq was situated was exempt from
taxation for the years at issue, for it was used exclusively for “religious purposes it was used
solely for a combination of "public woi lip," “religious education,” and “charitable purposes.”
Contributions that were received were on!)y for good will, not in exchange for commercial air
lime. C%of Nome v. Catholic Bishop, 707 P.2d 870 (Alaska 1985) (decided under former AS

29.53.02
Office space rented to doctors enga?ed in private practice. - Office space ina buildin

partially used exclusively for nonprofit hospital _purFoses, rented to doctors engaged in the
?rlvate practice of medicine by a nonprofit charitable and religious corgoratlon, was not exempt
1r&rrgj)taxaﬂon. Greater Anchorage Area Borough v. Sisters of Charity, 553 P.2d 467 (Alaska

Garages. - A garage that housed vehicles used by the Lutheran pastors was exempt proggerty;]c
es. City 0

the garage was "adjacent" to and supé)ortingi property for the pastors' exempt residences.
Nome v. Catholic Bishop. 707 P.2d 870 (Alaska 1985) #deu ed under former AS 29.53.02(%/

Storage space may be exempt as supporting property for other exempt property, or as a
charita%le use of the property in itself. City of Rlome v. Catholic Bishop, 70;) P.% 870 (Alaska

1985) (decided under former AS 29.53.020). S _
Property leased by hospital. - Property used by a lessee for nonprofit hospital purposes which
is also used by the lessor to generate profit is not within the express language of paragraph (a)(3)
of this section since the property is not _bemg used exclusively for nonprofit purposes. Sisters of
Providence in Wash., Inc. v. Municipality of Anchorage, 672 P.2d 446 (Alaska 1983). _

Different tax treatment of equipment owned or leased by hospital <srational and bears a fair
and substantial relation to the object of &a)(S) of this section, which exempts from municipal
property tax, property used exclusively for nonprofit religious, charitable, c_emeterﬁ, hospital or
educational purposes; and, therefore, taxation of leased property does not violate the equal
Frotecﬂon clauses of the Alaska and United States constitutions. Sisters of Providence in Wash.,
nc. v. Municipality of Anchorage, 672 P.2d 446 (Alaska 1983). _ _
While the use of office space by doctor-tenants in conducting their private practices does provide
incidental benefits to the adjacent hospital, the office space is not used exclusively for hospital
purposes. Greater Anchorage Area Borough v. Sisters of Charity, 553 P.2d 467 (Alaska 1 _76?).
The #)rowdmg of recreational facilities, such as accommodations for campers, was a charitable
use of the property under a former, similar provision. Matanuska-Susitna Borough v. King's
Lake Camp, 439 P.2d 441 (Alaska 1968). _ _

Electric cooperative operating under arrangement with federal agency is not exempt. - A
nonprofit cooperative was not an agency of the United States government simply by virtue of an



"arrangement" with the Rural Electrification Administration pursuant to 7 USC &8 901-915, and
therefore immune from local taxation under a former, similar provision. City of Anchorage v.
Chugach Elec. Assn, 252 F.2d 412 é9th Cir. 1958). N _

There was no statutory aut_honp under a former, similar provision exempting the property of
Chugach Electric Association from taxation by the city of Anchorage and the Anchorage _
ilnéjS%gendent school district. City of Anchorage v. Chugach Elec. Ass'n, 252 F.2d 412 (9th Cir.

Exemption of property on federal land inapplicable to Railroad Reserve. - Under a former,
similar provision the doctrine that property located upon federally owned land was immune from
local taxation was inapposite where it was not shown that the Railroad Reserve was "“federal
property" or under the exclusive jurisdiction of the federal government. City of Anchorage v.
Chugach Elec. Assn, 252 F.2d 412 (9th Cir. 1958). o

Housing project on air force base. - - Any property interest of the federal government in an air
force base housing project or any other property within a federal reservation is exempt from
taxation by state or local authorities, but any private interest in such land is taxable to the extent
of the interest. Ben Lomond, Inc. v. Fairbanks N. Star Borough Bd. of Equalization, 760 P.2d
508 tAlaska 1988). _

Where taxpayer has leased land on an air force base from the federal government and has leased
back to the government the housing project taxpayer constructed on the land, taxpayer's
leasehold interest as well as its interest In the buildings are subject to taxation. Ben Lomond, Inc.
v. Fairbanks N. Star Borough Bd. of Equalization, 760 P.2d 508 (Alaska 1988).

Exceptions to exclusive use rule. - The Supreme Court of Alaska acknowledged two very
narrow exceptions to the "exclusive use" rule: (1) De minimus uses and (2) an exception under
paragraph (a%S) for property used for purposes directly incidental to and vitally necessary for the
exempt use of other pr%ergy. City of Nome v. Catholic Bishop, 707 P.2d 870 (Alaska 1985)
(decided under former AS 29.53.020). _

Spatial apportionment. - The “all, or any portion of, property” language of Alaska Const., Art.
X, §4 mandates the spatial apportionment of all property into exempt and nonexempt portions;
this section mandates spatial apﬁor_tlonment jf applicable "property,” "residences,” “structures,"
and "lots." City of Nome v. Catholic Bishop, 707 P.2d 870 (Alaska 1985) (decided under former

AS 29.53.020).
Cited in City of Valdez v. State, Dep't of Community & Regional Affairs, 793 P.2d 532
(Alaska 1990); State v. Prince, 53 P.3d 157 (Alaska Ct. App. 2002). _
Collateral references. Exemption from taxation of municipally owned or operated stadium,
auditorium, and similar proper 16 ALR2d 1376.
Inclusion of tax-exempt property in determining value of taxable property for purposes of debt

limit. 30 ALR2d 903.



Sec. 29.45.050. Optional exem ptions and exclusions.

Statute text _ o _
(@) A municipality may exclude or exempt or partially exempt residential properly from taxation

by ordinance ratified by the voters at an election. An exclusion or exemption authorized by this
subsection may be applied with respect to taxe:. levied in a service area to fund the special
services. An exclusion or exemption authorized by this subsection may not exceed the assessed
value of $20,u00 for any one residence.

b) A municipality may by ordinance

1; classify and exempt from taxation _ _ o
A) the property of an organization not organized for business or profit-making purposes and
used exclusively for community puiposes If the income derived from rental of that property does
not exceed the actual cost to the owner of the use by the renter;

B) historic sites, buildings, and monuments; o N

C) land of a nonﬁroﬁt organization used for agricultural purposes if rights to subdivide the land
arc conveyed to the state and the conveyance includes a covenant restricting use of the land to
agricultural purposes onl?/; rights conveyed to the state under this subparagraph may be
conve?/ed by the state only in accordance with AS 38.05.069(c); _

(D) all or any ﬁortlon of private ownership interests in p_roper%y that, based upon a written
agreement with the University of Alaska, is used exclusively for student housing for the

niversity of Alaska; property may be exempted from taxation under this subparaé;raph for no
longer than 30 ﬁears unless the exemption is specifically extended by ordinance adopted within
the six months before the expiration of that period;
(? classify as to type and exempt or partially exempt some or all types uf persona’ property from
ad valorem taxes. o _ _

¢) The provisions of (a) Jf 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 cH?/ in the borough, including but not limited to, excluding personal
property from taxation, establishing exemptions, and extending the redemption period;
§2) a home rule or first class city has the same_?ower to grant exemptions or exclude property

rom borough taxes that it has as to city taxes | _

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) acity 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
exempting property from taxation.

(d) Exemptions or exclusions from property tax that have been granted by a home rule
municipality in addition to exemptions authorized or re%uired by law, and that are in effect on
September 10, 1972, and not later withdrawn, are not affected by this chapter. _
(€) A municipality may by ordinance classify and exe_mﬁt or partially exempt from taxation
privately owned land, wet land and water areas for which a scenic, conservation, or public
recreation use easement is granted to a governmental body. To be eligible for a tax exemption, or
Bartlal exemption, the easement must be in perpetuity. The easement Is automatically terminated
efore an eminent domain taking of fee simple title or less than fee simple title to the property,
s0 that the property owner is compensated at a rate that does not reflect the easement grant. The




municipality may pn.. /ide by ordinance that, if the area subject to the easement is sold, leased, or
otherwise disposed of for uses incompatible with the easement or if the easement is conveyed to
the owner of the proper_tﬁ, the owner must pay to the municipality all or a portion of the amount
of the tax e_x_emi)_ted, with interest. _ _ _

(0 A municipality may by ordinance exempt from taxation all or part of the increase in assessed
value of improvements to real property if an increase in assessed value is directly attributable to
alteration of the natural features of the land, or new maintenance, repair, or renovation of an
existing structure, and if the alteration, maintenance, repair, or renovation, wnen completed,
enhances the exterior appearance or aesthetic quality of the land or structure An exemption may
not be allowed under this subsection for the construction of an improvement to a structure if the
principal purpose of the improvement is to increase the amount of space for occupancy or
nonresidenlial use in the structure or for the alteration of land as a consequence of construction
activity. An exemption provided in this subsection may continue for up to four years from the
date the |mﬁrovement is completed, or from the date of approval for the exemption by the local
assessor, whichever is later. _ _ _

(9) 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 increase the amount of space for occupancy. An exemption provided in this subsection ma
continue for up to two years from the date the |mﬁrovement is completed, or from the date o
approval of an application for the exemption by th" local assessor, whichever is later.

() A municipality may by ordinance partially or whoIIY exempt land from a tax for fire
protection service and fire protection facilities and may levy the tax only on improvements,
Including personal property affixed to the improvements. _

() A municipality may by ordinance approved by the voters exempt from taxation the assessed
value that exceeds 5150,000 of real property owned and occupied as a permanent place of abode

by a resident who is

1}65 years of age or older; _ _ _ _ o
2) adisabled veteran, including a person who was disabled in the line of duty while serving in
t

e Alaska Territorial Guard; or _ y _
(3) at least 6023/ears old and a widow or widower of a person who qualified for an exemption

under (1) or (2) of this subsection. _
() A municipal |(§>/_ may by ordinance approved by the voters exempt real or personal property in
a taxing unit used in processing timber after 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 undei this subsection may not provide for an exemption 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 ordiriance approved by the voters exempt from taxation pollution

control facilities that meet requirements of the United States Environmental Protection Agency
or the Department of Environmental Conservation. An ordinance adopted under this subsection
may not provide for an exemption that exceeds five years in duration.

0 A municipalltly may by ordinance exempt from taxation an interest, other than record
ownership, in real pro, iriy of an individual residing in the property if the property has been
developed, improved, or acquired with federal funds for low-income housing and is owned or



managed as low-income housing by the Alaska Housing Finance Coiporation under AS
18.55.100 - 18.55.960 or by a regional housing authority formed under AS 18.55.996. However,
the corporation may make pa}/m_ent_s to the municipality or political subdivision for _
improvements, services, and facilities furnished by it for the benefit of a housing project, and this
subsection does not prohibit a municipality from receiving those payments or any payments in
lieu of taxes authorized under federal law. _
((1m) A municipality may by ordinance partially or totally exempt all or some types of economic

evelopment property from taxation for up to five years. The municipality may provide fot

renewal of the exemption under conditions established in the ordinance. However, under a
renewal, a municipality that is a school district may onI¥ exempt all or a portion of the amount of
taxes that exceeds the amount levied on other property for the school district. A municipality
may by ordinance permit deferral of payment of taxes on all or some tyCFes of economic
development property for up to five years. The municipality may provide for renewal of the
deferral under conditions established in the ordinance. A municipality may adopt an ordinance
under this subsection only if, before it is adopted, copies of the proposed ordinance made
available at a public hearing on it contain written notice that the ordinance, if adopted, may be
repealed by the voters through referendum. An ordinance adopted under this subsection must
include specific eligibility requirements and require a written application for each exemption or
deferral. In this subsection "economic development property" means real or personal property,
including developed property conveyed under 43 U.S.C. 1601 et seq. (Alaska Native Claims
Settlement Act), that o

1) has not previously been taxed as real or personal property by the municipality;

2) Is used In 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
C) materially reduces the importation of goods or services from outside the municipality; and

3) 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 filed; this paragraph does not apply if the
property was used in the same trade or business in an area that has been annexed to the
municipality within six months before the application for deferral or exemption is filed; this
paragraph does not apply to inventories. _ o _

n) A municipality may by ordinance classify as to type inventories intended for export outside
the state and partially or totallf¥ exempt all or some types of those inventories from taxation. The
ordinance may provide for different levels of exemption for different classifications of
inventories. An ordinance adopted under this subsection must include specific eligioility
requwetments and require a written application, which shall be a public document, for each
exemption.

(0) A municipality may by ordinance partially or totally exempt all or some types of deteriorated
property from taxation for up to 10 >ears beginning on or any time after the day substantial
rehabilitation, renovation, demolition, removal, or replacement of any structure on the property
begins. A municipality may by ordinance permit deferral of payment of taxes on all or some
tyges of deteriorated property for up to five years beginning on or any time after the day
substantial rehabilitation, renovation, demolition, removal, or replacement of any structure on the
property begins. However, if the entire ownership of property for which a deferral has been
granted is transferred, all tax payments deferred under this subsection are immediately due, and




the deferral ends. Otherwise, deferred tax payments become due as specified by the municipality
at the time the deferral is granted. The amount deferred each year is a lien on that property for
that year. Only one exemption and only one deferral may be granted to the same property under
this subsection, and, if an exemption and a deferral are granted to the same property, both may
not be in effect on the same portion of the property during the same time. An ordinance adopted
under this subsection must include specific eligibility requirements and require a written
application for each exemption or deferral. An application for a deferral must specify when
payment of taxes for each year of deferral will become due, together with an explanation of the
reasons for each proposed date for consideration by the municipality. In this subsection,
"deteriorated property" means real property that is commercial property not used for residential
purposes or that Is multi-unit residential property with at least eight residential units, and that
meets one of the following requirements: N
(1) within the last five years, has been the subject of an order by a government agency requiring
environmental remediation of the property or requiring the property to be vacated, condemned,
or demolished by reason of noncompliance with laws, ordinances, or regulations; o
(2) has a structure on it not less than 15 years of age that has undergone substantial rehabilitation,
regpvatlon, demolition, removal, or replacement, subject to any conditions prescribed in the
ordinance; or

(3) is located in a deteriorating or deteriorated ana with boundaries that have been determined
by the municipality. _ _ _ _

(p) A municipality may by ordinance partially or totally exempt from taxation a private
leasehold, contract, or other interest held by or throi  han aﬁp icant or proposed applicant in any
property, assets, project, or development project owned by the Alaska Industrial Development
and Export Authority under AS 44.88. Nothing in this subsection prohibits a municipality from
ﬂtggnl% (lJr(ltt)c)) an agreement and receiving payments in lieu of taxes authorised under AS

(a) A municipality may by ordinance partially or totally exempt from taxation land from which
timber is harvested that is infested by insects or at risk of be_m%_lnfested by insects due to an
infestation in the area in which the land is located. A municipality may provide tha: an
exemption for land under this subsection applies only to increases in assessed value that result
irom the timber harvest. A municipality _mn?/ by ordinance partially or totally exempt from
taxation improvements to real property, including personal property affixed to the improvements,
if the improvementsare o _ _ _

(1? located on land from which timber is harvested that is infested by insects or at risk of being
Infested by insects due to an infestation in the area in which the land is located; and

(2) used for or necessary to the harvest of the timber that is infested by insects or in danger of
Insect infestation. _ _

(}r]) 11 municipality may by ordinance exempt from taxation an amount not to exceed $10,000 of
the assessed value of real ﬁroperty owned and occupied as a fpermanent place of abode by a
resident who provides in the municiBa_Iity volunteer Sl) fire fighting services and is certified as a
fire fighter by the Department of Public Safety, or (2) emergency medical services and is
certified under AS 18.08.082. If two or more individuals are eligible for an exemption for the
same property, not more than two exemptions may be granted.

History
§ 12ch 74 SLA 1985; am § 1ch 103 SLA 1985; am § 5¢ch 70 SLA 1986: am & 1ch 151 SLA

8(988; am 82 ch 73 SLA 1989: am § 1ch 98 SLA 1989; am § 15¢h 93 SLA 1991; am § 107 ch 4



FSSLA 1992: am § 1¢ch 66 SLA 1993: am 8 1ch 7 SLA 1994: am § 1ch 65 SLA 1994: am § 1
ch 40 SLA 1995; am § 1ch 70 SLA 199s: am 88§ 1, 2 ch 8 SLA 1999: am 84 ch 117 SLA 2000;
am § 1ch 51SLA 2002; am § 1ch 64 SLA 2002; am 88 2, 3ch 14u SLA 2004: am § 40 ch 56

SLA 2005; am § 2 ch 44 SLA 2006))

Annotations _ o _
Revisor's notes. Subsection éh) of this section was enacted as AS 29.53.025(h). Renumbered in

1985, Chapter 103, SLA 1985 also enacted, in 8 2, AS 29.63.066, which provides an exemption
identical to that set out in (h) of tiiis section from taxes levied under former AS 29.63, repealed
by § 88, ch. 74, SLA J985. The provisions of former AS 29.63 were substantially incorporated
in AS 29.45, and the addition of subsection (h) to AS 29.45.050 makes it unnecessary to codify §

2, ch. 103, SLA 1985 to achieve the legislature's purpose.
Subsection (r) was enacted as (q); reletterrd in 2002.

CROSS REFERENCES _ _ _ _
Cross references. For authority to make an ordinance adopted under subsection (q) retroactive

to January 1, 2001, see § 2, ch. 64, SLA 2002. _ _
Effect of amendments. The 1992 amendment, effective July 1 1992, rewrote subsection (1).
The 1993 amendment effective September 22, 1993, in subsection (n), deleted the former

second and third sentences.
The first 1994 amendment, effective July 5, 1994, added paragraphs (b)(6)-(b)(9) and made a

related stylistic change. _

The second 1994 amendment, effective August 23, 1994, added former subparagraph (b)(2)(D).

The 1995 amendment, effective August 23, 1995, rewrote subsection (b).

The 1998 amendment, effective July 1, 1998, added subsection (0). _ _

The 1999 amendment, effective July 1, 1999. in subsection éo), inserted “or totally" in the first

sentence, inserted "beginning nor any time" in the first and second sentences, substituted “any"

for "only", deleted "attributable to that pan™ following "tax payments” near the end of the thir

sentence, substituted "The amount deferred each year is a lien on that property for that year" for

"and the deferral attributable to that part ends", added "and, if an exemption and a deferral are

granted to the same property, both may not be in effect on the same portion of the property
uring 1same lime" at the end of the fifth sentence, and added the next-to-last sentence.

The 2000 amendment, effective July 1, 2000, added subsection (p). |

The first 2002 amendment, effective January 1, 2003, added subsection (r).

The second 2002 amendment, effective June 20, 2002, added subsection (g).

The 2004 amendment, effective September 28. 2004, in subsection (a), inserted the second

sentence, and substituted "subsectio™ for “section” and "$20,000" for "$10,000" in the last

sentence; and, in subsection ﬁo), substituted 10 years” for “five years" in the first sentence,

inserted  demolition, removal” three times, added “meets one of the following requirements:" at

the end of the introductory language, and inserted "within the last five years" and “environmental

remediation of the property or requmn%" In garagraph (2).

The 2005 amendment, effective June 25, 2005, updated a federal reference near the end of the

introductory language in subsection (m). _ o )

The 2006 amendment, effective August 23, 2000, inserted “entire” in the thiid sentence of

subsection (0), deleted “or, if ownership of any part of the property is transferred, all tax
payments are immediately due" at the end of that sentence, and added the fourth and eighth

sentences.



Section 4, ch. 44, SLA 2006, regealedé 2, ch. 8, SLA 1999, as amended by § 1, ch. 102, SLA
2002, anJ 84, ch. 140, SLA 2004, which had directed the July 1, 2010, repeal of (0) of this
section,

Legislative history imports. For legislative letter of intent in connection with the enactment of
(m) and (n) of this section by ch. 98, SLA 1989 (SCS CSHB 272(Fin) am S), see 1989 Senate

Journal 1866.
NOTES TO DECISIONS

City may not exempt property without_exPress authority. - The authority of a municipal
cori)oratlon to allow exemptions of particular property from taxation, unless expressly conferred
by law, has ve?/ generally been denied. Valentine v. City of Juneau, 36 F.2d 904 (9th Cir. 1929),
decided under tormer, similar law. o o

Ordinance definition of "residential property” reasonable. - Definition of “residential
property,” imposed by an ordinance, that residential property meant the owner’s primary
residence, was a narrow but reasonable interpretation of subsection (a) of this section. Stanek v.
Kenai Peninsula Borough, 81 P.3d 268 (Alaska 2003). _ _

Cited in City of Valdez v. State, Dep't of Community & Regional Affairs, 793 P.2d 532

(Alaska 1990).
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SENATOR LESIL M CGUIRE

MEMORANDUM

To:  Senator Donny Olson _ _ _ _
Senate Community and Regional Affairs Committee Chair

From: Senator Lesil McGuire
Date:  February 28, 2007
Request for hearing, SB 88 - Municipal Property Tax Exemption

| respectfully request that SB 88 "An Act relating i >and increasing the municipal
property tax exemption on residences ofcertain seniors and others; andprovidingforan
effective date " be scheduled for a hearing at your earliest convenience. Attached you will find
th}g spor%sor statement, most current version of the hill, sectional analysis and background
information.

I you have any questions or concerns please feel free to contact me personally, or my
staff, at x3579. Thank you for your time and consideration,

u 1 n
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SENATOR LESIL M CGUIRE

SPONSOR STATEMENT
SB 88 - Municipal Property Tax Exemption

~ Senate Bill 8 will correct existing legislative language and intent passed in 1985 and
will continue to assist seniors and disabled veterans. \When the legislation was first passed, it
provided a property tax exemption on the first $150,000 value of their homes. For most, that
meant an annual break from property taxes.

~ Twenty-two years later, the value of a residence is seldom in the $150,000 range, and our
seniors and disabled veterans are paying the price. Often, senior citizens and disabled veterans
live on fixed incomes. While property values have risen dramatically, compensation to these two
groups has not. Dollars spent on rising property taxes mean fewer dollars available for food and

medicine.

SB 83 will correct language that has not kept up with inflation. SB 88 raises the
exemption from $150,000 to $250,000, a much more realistic amount with today’s increased cost
of living. Passage of SB 83 will provide much needed tax reliefto those Alaskans who have
sacrificed and worked hard to build the Alaska and nation that we enjoy today.
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SENATOR LESIL M CGUIRE

SECTIONAL ANALYSIS
SB 88 - Municipal Property Tax Exemption

Section 1.

Changes existing statutory language to specify that the exemption is only available to a resident
living in the residence and reflects the increase in housing prices. It changes the amount of the
exemption from S150,000 to $250,000. In the- case of har Shlﬁ the municipality may increase the
exemption amount. Existing language remains establishing who is eligible, those 65 or over,
disabled veterans, or surviving spouse of a guallfled person who is at least 60 years old, and that
only one exemption per residence is allowed.

Section 2.

Municipal voters are permitted to approve an exemption that is larger than $250,000 for qualified
individuals, those 65 or over, disabled veterans, or surviving sp "use of a qualified person who is

at least 60 years old.

Section 3.

The language w ill take effect on January 1, 2008.



Prices for single-family homes have skyrocketed in
recent years. Another survey conducted for AHFC

shows that the average sale price rase 9 percent
from the second half of 2004 to the second half

ot 2005. For the first iime. Anchorage had the
highest average sales price at 5294,000, bumping

luneau down &>second at 5281,000. (See Exhibit
I0.) Strong economic growth and a shrinking in-
ventory ot undeveloped land help explain the 11
percent increase in Anchorage's numbers.

It is important to re sognize, however, that aver-

age sdles price data do not necessarily represent

the average prices for an ared's total single-family
housing stock, but merely the portion that wes

sold in the given time period Average sales prices
were lowest among the specific areas surveyed

in the Kenai Peninsula Borough ($195,000) and

Fairbanks ($200,000).

Housing is among the most
affordable in Fairbanks

Housing affordability indexes combine the sales
price data above with average wages in the
same area to determine how many wage earn-
ers are necessary to afford the average home. In
Fairbanks, for example, it takes 1.3 wage earners
to buy an average-priced single-family Fairbanks
home. iSee Exhibit 11.) Higher index numbers
represent less affordable housing.

Although housing in the Matanuska-Susitna
Borough is relatively inexpensive, lower than
average wages make housing less affordable tor
those who live and work there than it is in mam
other areas ot the state. At the other end of the
spectrum. Anchorage's high housing costs are
partially offset by higher than average wages,
making housing slightly more affordable for
those who live and work there.

Nor surprisingly, many Mat-Su residents com-
mute to Anchorage to get the best of both
worlds - inexpensive housing and high wages.
This group shares honors with Fairbanks for the
most affordable housing in the state. Housing in
Bethel is the least affordable among the areas
studied due to a combination of high average
housing costs and relatively low average wages.

Statewide, the affordability index rose to 1.5

in the second half of 2005, up from 1.4 ayear
earlier. The last time the index was as high &
[.j was in 2000. With the exception of Kodiak,
all areas surveyed saw increases in their index
numbers. Kodiak enjoyed an improvement in
housing affordability due to a higher than aver-
age Increase in wages - 7 percent compared to
the statewide average of 4 percent.



What would $100 In 1980 equal today?

The Anchorage Consumer Price Index can help determine how much money it would take today to
equal a dollar amount from some earlier year. To illustrate, this equation shows how $100 in 1980

would be equal to S201 in 2005

2005 Anchorage CPI (see Exhibit 2)
Divided by 1980 Anchorage CPI

The 2.01 is then multiplied by the number of 1980 dollars in order to find the 2005 equivalent ($100
x 2,01 = S201). Another way to descnbe this is to say that $100in 1985 had the same purchasing

power as S201 had in 2005

The formula can also be reversed to deflate current dollars to some earlier year (for example, $100
in 2005 would equal about S50 in 1980) Inflation calculators that require only the years and a dollar
amount are available at several Web sites, including ours' almis labor state ak.us. (Click on Cost of
Living’ in the left margin; then click on “Inflation Calculator; which is based on the U.S. Consumer

Price Index)

Consumers Spend Most on Housing
Consumer Price Index weighting’

Transportation 19.0%

Fcod and beverage 12.3%

Recreation 7.0%

Medical care 6.2%

Education and communication 5.5%

Other goods and services 3.7%

Apparel ana upkeep 2.7%

' As of December 2005

Source. U.S. D eparjn entOﬂ_a.borBureau ofLabhor Statistics



Alaska

State & Local Taxes in 2002
Saes o family inoore far nronddarly taqayers

m Sales AEXxcite Taxes
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& Income Taxec
Lowest 20% Second 20%  Middle 20% Fourth 20°. Next 15% Next 4% TOP 1%
Income Lowest Second Middle Fourth Top 20%
Group 20% 20% 20% 20% Next 15% Next 4% TOP 1%
Income  Ltssthan  SIS.000-  531.000- 550,000- 580,000- S+42.000- 5273,000
Range  S15.000 531.000 550.000 580.000 S142.000 $273,000 or more
Average Income in Group 59,900 S22,500 538,500 562,300 $101,000 $181,000 $590,000
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Institute on Taxation & Economic Poucy.Januar y 2003



Alaska Tax Trends

Progressive Features

ek kst

] Regressive Features
X Npsrdrenet

Changes in Taxes as Shares of Income, 1989 - 2002

+1.5%
+1.0%
+0.5%
-0.5%
01—
Bottom Second Middle Fourth Next Next TOP
20% 20% 20% 20% 15% 4% 1%
Bottom Second Middle Fourth Top 20%
20% 20% 20% 20%  NextIS% Next4% TOP 1%
Sales & Excise 40.6% +0.3% 40.1% 40.1% +0.1% +0.0% +0.0%
Property -C.3% +0.9% *0.2% -0.:% 403% «di'% -0.4%
Income -0.2-. -0.1% -0.1% -0.0% -0.0% -0.1% -0.4%
Federal Offset — -3.0% +0.0% -0.1% -0.1% -0.0% -0.0%
Overall Change +0.1% +1.1% +0.2% +0.7% +0.2% +0.4% -0.a%

nesrt Adla
ke

Composition of Revenues

1959 2000
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Institute on Taxation & Economic Policy.January 2003



