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W e b e lie \e  that, i f  enacted, all three bills w ould enhance consum er w elfare and allow 
New Y ork to m eet its other public policy goals. By allowing interstate direct shipping, the bills 
could allow  N ew  York residents to purchase a greater variety o f  wines at low er prices. Senate 
bill 1192 w ould provide the greatest benefits by allow ing both out-of-state w ineries and retailers 
to obtain out-of-state shipper’s licenses. In addition, by requiring vendors and com m on carriers 
to com ply w ith various regulatory requirem ents, sim ilar to those adopted in o ther states, all three 
bills w ould allow  New Y ork to limit shipm ents to m inors and to collect taxes on out-of-state 
shipm ents. Finally, the bills would rem ove one o f  the largest barriers to greater e-com m erce in 
the w ine industry. W e base our analysis on a recent FTC staff report that extensively analyzed 
tne direct shipping issue, and on the C om m ission’s testim ony at a recent congressional hearing 
(copies o f  both attached). A sum m ary o f  our analysis is below:

V ariety. D irect shipping allow s consum ers to purchase m any w ines that are not 
available in nearby bricks-and-m ortar stores. An FTC staff study found that 15% 
o f  a sam ple o f  popular w ines available online were not available from  retail wine 
stores w ithin ten m iles o f  M cLean, Virginia. D irect shipping also  gives 
consum ers easier access to thousands o f  labels from sm aller w ineries.

P rices. D epending on the w in e’s price, the quantity purchased, and the m ethod o f  
delivery, consum ers can save m oney by having wine shipped d irectly  to them. 
Because shipping costs do not vary with the w ine’s price, consum ers can save 
m ore m oney on m ore expensive w ines, while less expensive w ines m ay be 
cheaper in bricks-and-m ortar stores. The FTC sta ff study suggests that, i f  
consum ers use the least expensive shipping method, they could save an average 
o f  8-13%  on wines costing m ore than $20 per bottle, and an average o f  20-21%  
on w ines costing more than S40 per bottle.

Sales to m inors. The states that perm it interstate direct shipping generally  report 
few  o r no problem s with shipm ents to  m inors. These states have generally  
adopted less restrictive m eans o f  regulating interstate direct shipm ents, such as 
requiring that package delivery  com panies obtain an adult signature a t the time o f  
delivery. The pending bills contain  these same types o f  safeguards.

T axes. Several states co llect taxes on interstate direct shipm ents. S tates such as 
N ew  H am pshire have sought to  achieve voluntary com pliance through less 
restrictive m eans, such as by requiring  out-of-state suppliers to obtain  perm its. 
M ost o f  these states report few  or no problem s with tax collection.

State bans on interstate direct shipping represent the single largest 
regulatory barrier to expanded e-com m erce in vine. A pproxim ately h a lf  the 
states prohibit or severely restric t out-of-state suppliers from  shipping w ine 
d irectly  to  consum ers. M any o f  these sam e states, however, allow  intrastate 
direct shipping, such as from  in-state w ineries and retailers.

L



For these  reasons, we believe that, i f  enacted, the bills w ould enhance consum er welfare 
and allow N ew  Y ork to m eet its other public policy goals.

In te re s t  an d  E xperience  o f th e  F ed era l T ra d e  C om m ission

The FT C  is charged  by statute with preventing unfair m ethods o f  com petition and unfair 
or deceptive acts or practices in or affecting com m erce.3 Under this statutory m andate, the 
Com m ission seeks to  identify business practices and regulations that im pede com petition 
w ithout offering countervailing  benefits to consumers. In particular, Com m ission sta ff have 
often assessed the com petitive impact o f  regulations involving alcohol distribution. For 
example, the s ta f f  has analyzed franchise laws that grant w holesalers preferential contract rights. 
In Illinois, the s ta ff  exam ined a bill that would have prevented suppliers from  term inating 
contracts w ith  w holesalers except for good cause, and suggested that the bill w ould harm 
consum ers by lim iting suppliers’ flexibility in changing distributors.4 In N orth Carolina, the 
s ta ff noted that a b ill that w ould have tightened exclusive territorial arrangem ents between 
wineries and w holesalers w ould likely dim inish consum er w elfare.5 A nother type o f  state 
regulation deters w holesalers from  cutting prices. In M assachusetts, FTC  s ta ff  discussed the 
consum er benefits  o f  a proposal that would have repealed regulations requiring wholesalers to 
post prices on  a  m onth ly  basis and to adhere to  those posted prices for an entire m onth.6

FTC s ta f f  have also  studied the direct shipping issue. In O ctober 2002, the Commission 
held a w orkshop to evaluate possible anticom petitive barriers to e-com m erce in w ine and many 
other industries.7 A t the workshop, FTC staff heard testim ony from  all sides o f  the w ine issue, 
including w ineries, w holesalers, and state regulators. The sta ff also gathered evidence from 
package delivery  com panies, the Alcohol and Tobacco Tax and T rade Bureau (“TTB ”), and 
regulators in sta tes th a t allow  direct shipping. Finally, FTC sta ff conducted the first empirical 
study o f  a w ine m arke t in a state that banned interstate direct shipping. The study examined the 
w ine m arket in  M cL ean, V irginia (“M cLean study”), and com pared the prices and choices that 
consum ers cou ld  find  in  area stores to those available online. The authors chose M cLean as a 
relevant retail a rea  b ecause  the socio-econom ic status o f  m any residents in M cLean (and 
northern V irg in ia, generally) m ade it likely that several local bricks-and-m ortar outlets would

3 F e d e ra l T r a d e  C o m m is s io n  A c t ,  1 5  U .S .C .  §  4 5 .

4 F T C  S t a f f  L e t t e r  t o  I l l i n o i s  S e n . D a n  C r o n in  ( M a r .  ! 1 ,  1 9 9 9 ) ,  a t  h t t p : / / w w w . f t c . g o v / b e / v 9 9 0 0 0 5 . h t m .

5 F T C  S t a f f  L e t t e r  t o  N o r t h  C a r o l in a  S e n . H o r t o n  a n d  R e p .  M i l l e r  ( M a r .  2 2 ,  1 9 9 9 ) ,  a t  

h t t p : / / w w w . f t c . g o v / b e / v 9 9 0 0 0 3 . h t m .

6 F T C  S t a f f  S ta te m e n t  t o  th e  C o m m o n w e a l t h  o f  M a s s a c h u s e t ts  A l c o h o l i c  B e v e ra g e s  C o n t r o l  C o m m is s io n  (J u n e  2 6 , 

1 9 9 6 ) ,  a t  h t t p : / / w w w . f t c . g o v / b e / v 9 6 0 0 1 2 . h t m .

7 P u b l ic  W o r k s h o p :  P o s s ib le  A n t i c o m p e t i t i v e  E f f o r t s  to  R e s t r ic t  C o m p e t i t io n  o n  th e  In t e r n e t ,  6 7  F e d .  R e g .  4 8 ,4 7 2  

( 2 0 0 2 ) .  T h e  w o r k s h o p ’ s  h o m e p a g e  is  a t  h t t p : / / w w w . f t c . g o v /o p p /e c o m m e r c e /a n t ic o m p e t i t i v e / in d e x .h tm ,  i t s  t r a n s c r ip t  

is  a t  h t t p : / / w w w . f t c . g o v / o p p / e c o m m e r c e / a n t ic o m p e t i t i v e / 0 2 1 0 0 8 a n t i t r a n s . p d f , a n d  a l l  o f  t h e  p a n e l is t s ’  w r i t t e n  

s ta te m e n ts  a re  a t h t t p : / / w w w . f t c . g o v / o p p / e c o m m e r c e / a n t ic o m p e t i t i v e / a g e n d a . h t m .

http://www.ftc.gov/be/v990005.htm
http://www.ftc.gov/be/v990003.htm
http://www.ftc.gov/be/v960012.htm
http://www.ftc.gov/opp/ecommerce/anticompetitive/index.htm
http://www.ftc.gov/opp/ecommerce/anticompetitive/021008antitrans.pdf
http://www.ftc.gov/opp/ecommerce/anticompetitive/agenda.htm
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r,a ter to sophisticated  w ine drinkers.8 In July 2003 FTC sta ff issued a comprehensive report on 
the direct shipping issue ( '‘W ine Report”),9 and in O ctober 2003, the Commission testified at a 
related congressional hearing.10

Analysis o f Pending B ills

All three bills would allow  out-of-state vendors to ship wine directly to New York 
residents i f  those vendors satisfy certain regulatory requirem ents. Under Senate bill 1192, both 
out-of-state m anufacturers and retailers could obtain an out-of-state shipper’s license i f  those 
vendors hold a license to sell or m anufacture w ine in another state, and if  that other state affords 
N ew  Y ork’s vendors reciprocal treatment. To obtain an out-of-state shipper’s license, vendors 
m ust pay an annual fee o f  $125 and present N ew  Y ork ’s state liquor authority w ith a copy o f  a 
current license from  the other state. A license allow s vendors to ship wine directly to N ew  York 
residents v/ho are 21 years or older.

Senate b ill 1192 imposes several requirem ents on out-of-state shippers. In sending the 
wine, the sh ipper m ust ensure that the delivery package has a conspicuous label noting that the 
package contains alcohol and requires an adult signature for delivery, and the shipper m ust 
require com m on carriers to obtain an adult signature a t the tim e o f  delivery. In addition, the 
shipper m ust p rov ide  the state liquor authority w ith annual reports that include, am ong other 
inform ation, the to tal volum e o f  shipments into N ew  Y ork and the purchaser’s name and birth 
date. The sh ipper m ust pay all state and local sales and excise taxes, keep records for three 
years, and consent to  N ew  Y ork’s jurisdiction for enforcem ent purposes. Finally, the bill gives 
the state liquor au thority  the pow er to suspend or revoke an out-of-state shipper’s license.

A ssem bly bill 9560-A  and Senate bill 6060-A  have sim ilar provisions, with a few 
im portant exceptions. These bills would allow  on ly  out-of-state w ineries, not retailers, to obtain 
out-of-state sh ipper’s licenses, and in addition to a  license, an out-of-state winery w ould have to 
obtain a “certificate o f  authority” and a “registration as a  d istributor.” The bills also cap wine 
shipm ents a t tw o cases per m onth to any N ew  Y ork resident. Finally, the bills directly require 
com m on carriers to verify  the age o f  recipients.

8 S e e  W in e  R e p o r t  a t  18  n . 8 1 . I t  is  l i k e l y  th a t ,  in  la r g e r  m a r k e t s ,  b r ic k s - a n d - m o r ta r  r e ta i le r s  m a y  o f f e r  s o m e w h a t  

m o r e  c h o ic e s ,  a n d  t h a t  i n  s m a l le r  m a r k e ts ,  b r ic k s - a n d - m o r ta r  r e t a i le r s  m a y  o f f e r  s o m e w h a t  f e w e r  c h o ic e s .

9 F T C  S t a f f  R e p o r t ,  P o s s i b l e  A n t i c o m p e t i t i v e  B a r r i e r s  t o  E - C o m m e r c e :  W i n e  ( J u ly  2 0 0 3 ) ,  a t  

h t t p : / / w w w . f t c . g o v / o s / 2 0 0 3 / 0 7 / w in e r e p o r t 2 . p d f .

10 S e e  P r e p a r e d  S ta te m e n t  o f  th e  F T C  C o n c e r n in g  “ E - C o m m e r c e :  T h e  C a s e  o f  O n l in e  W in e  S a le s  a n d  D i r e c t  S h ip m e n t , "  

B e f o r e  th e  S u b c o m m i t t e e  o n  C o m m e r c e ,  T ra d e ,  a n d  C o n s u m e r  P r o te c t io n  o f  th e  C o m m it t e e  o n  E n e r g y  a n d  

C o m m e r c e ,  U n i t e d  S ta te s  H o u s e  o f  R e p r e s e n ta t iv e s  ( O c t o b e r  3 0 ,  2 0 0 3 ) ,  a t

h t t p  : / / w w w .  f t c . g o v / o s / 2 0 0 3 / 1 0 / 0 3 1 0 3 0 e c o m m e r c e w in e .  h tm .

http://www.ftc.gov/os/2003/07/winereport2.pdf


I. T h e  B ills W ould  A llow  C o n su m ers  to P u rch ase  a G re a te r  V a rie ty  o f W ines

The bills would substantially  increase the variety o f wines available to  consumers. 
Through direct shipping, and particularly  through the Internet, consum ers can conven^n tly  
purchase m any wines that are not available in nearby bricks-and-m ortar stores. The In m et 
effectively expands the geographic m arket by allowing online vendors to com pete nationally.
An individual online store m ay feature m ore products than m any bricks-and-m ortar retail 
locations. M ore im portantly, the total num ber o f  varieties available online m ay surpass the total 
num ber available in bricks-and-m ortar stores that are w ithin a reasonable distance o f  a particular 
consum er. A s a result, d irect shipping can give consumers convenient access to m any more 
wines, including popular labels. Using the Wine and Spirits list o f  the top 50 m ost popular wines 
in A m erica, the M cLean study found that 15% o f  the wines available online w ere not available 
from  retail w ine stores w ithin ten m iles o f  M cLean. For the bottles that w ere unavailable in the 
M cLean vicinity, 8 out o f  15 cam e from among the 20 m rst popular bo ttles.11 In addition to 
popular w ines, direct shipping also gives consumers access to thousands o f  sm aller labels from 
around the country.

Bricks-and-m ortar retailers m ay not have the dem and or sh e lf  space to justify  keeping a 
large variety  o f  w ines in stock. A ccording to a trade association, dom estic w ineries produce 
approxim ately 25,000 w ine labels, and even in a large m arket like Illinois, only slightly more 
than 500 o f  these labels are availab le through the three-tier system .12 M oreover, sm aller 
w ineries m ay be unable to distribute their wines through the three-tier system . O ne court found 
that F lorida’s interstate direct shipping ban “has the practical effect o f  preventing m any small 
w ineries from  selling their w ine in Florida. This result occurs because it is no t cost-effective for 
the sm aller out-of-state w ineries to acquire a Florida w holesaler.”13 A nother court found that the 
three-tier system  “m ay lock m ost [out-of-state producers] out o f  any access to Texas markets, 
even i f  they are w illing to take on the additional costs. Such discrim ination is especially felt by 
sm all, fam ily-run w ineries w ith lim ited production.” 14

Consum ers are  likely to  value having a variety o f  wines from w hich to choose. One wine 
m agazine, for exam ple, review s over 10,000 different wines annually. Sim ilarly. an economist

11 S e e  W in e  R e p o r t ,  A p p .  A .  T h e  F T C 's  B u r e a u  o f  E c o n o m ic s  c o n t r ib u te d  t o  th e  W in e  R e p o r t ,  a n d  th e  M c L e a n  

s tu d y ,  w h i c h  is  a t ta c h e d  t o  th e  r e p o r t ,  h a s  b e e n  p u b l is h e d  as A la n  E . W is e m a n  a n d  J e r r y  E l l i g ,  H o w  M a n y  B o t t l e s  

M a k e  a  C a s e  A g a i n s t  P r o h b i t i o n ?  ( B u r e a u  o f  E c o n o m ic s ,  F e d e ra l T r a d e  C o m m is s io n ,  W o r k i n g  P a p e r  N o .  2 5 8 , 

M a r c h  2 0 0 3 ) .

12 S e e  W in e  R e p o r t  a t  2 4 .

13 B a in b r id g e  v .  B u s h ,  1 4 8  F .S u p p .2 d  1 3 0 6 ,  1 3 1 1  n .7  ( M . D .  F la .  2 0 0 1 ) ,  v a c a t e d  o n  o t h e r  g r o u n d s ,  B a in b r id g e  v .  

T u r n e r ,  3 1 1  F .3 d  1 1 0 4  ( 1 1 th  C i r .  2 0 0 2 ) .

14 D ic k e r s o n  v .  B a i le y ,  2 1 2  F .S u p p .2 d  6 7 3 ,  6 9 4 - 9 5  ( S .D .  T e x .  2 0 0 2 ) ,  a j p d ,  3 3 6  F . 3 d  3 8 8  ( 5 t h  C i r .  2 0 0 3 ) .
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testified that “ the value to consum ers o f  direct w ine shipm ents com [es] prim arily from  access to 
w ines that are not available in their com m unities.” 15

I I . The B ills Could A llow  Consumers to Purchase W ine at Lower Prices

D epending on  the w in e’s price, the quantity purchased, and the m ethod o f  delivery, 
consum ers can save m oney by purchasing wine online. Because shipping costs do not vary with 
the w ine’s price, consum ers can save more m oney on m ore expensive wines, while less 
expensive w ines m ay be cheaper in bricks-and-m ortar stores. The M cLean study suggests that,' 
if  consum ers use the least expensive shipping m ethod, they could save an average o f  8-13% on 
w ines costing more than  $20 per bottle and an average o f  20-21%  on wines costing more than 
S40 per bottle. In addition, direct shipping lets consum ers avoid the “cost” o f  spending time to 
travel to a bricks-and-m ortar sto re .16

M oreover, even if  consum ers choose to buy w ine from  a bricks-and-m ortar retailer, 
d irect shipping still encourages price com petition betw een online and offline sources. In states 
that allow  direct shipping, the Internet allows w ineries and o ther m erchants across the nation to 
com pete with local bricks-and-m ortar retailers. The Internet helps consum ers comparison shop 
and lets suppliers com pete in geographic m arkets that otherw ise m ay be closed to them, perhaps 
due to the three-tier system  or franchise law s.17 This com petition likely forces dow n prices. One 
court found that the ban  on interstate direct shipping constitu ted  “econom ic protectionism , 
negatively im pacting Texas consum ers because o f  m ore lim ited w ine selection and higher 
prices.” 18 Likewise, a N obel laureate in econom ics has explained how direct shipping benefits 
consum ers:

consum ers benefit from  free m arkets operated w ith the m inim um  governm ent
regulation required for consum er p ro te c tio n .. . .  The restrictions on direct

15 S e e  S e e  D a n ie l  L .  M c F a d d c n ,  W r i t t e n  S ta te m e n t 2 ,  a t

h t t p : / / w w w . f t c . g o v / o p p / e c o m m e r c e / a n t ic o m p e t i t i v e / p a n e l / m c f a d d e n . p d f . O n  th e  im p o r ta n c e  o f  v a r ie t y ,  se e  T h o m a s  

B .  L e a r y ,  T h e  S i g n i f i c a n c e  o f  V a r i e t y  i n  A n t i t r u s t  A n a l y s i s ,  6 8  A N T IT R U S T  L .J .  1 0 0 7 ( 2 0 0 1 ) .  S o m e , h o w e v e r ,  h a v e  

d e t e r m in e d  t h a t  c o n s u m e r s  a lr e a d y  h a v e  e n o u g h  c h o ic e s .  S e e  S ta te m e n t  o f  J u a n i ta  D .  D u g g a n  C o n c e r n in g  “ E -  

C o m m e r c e :  T h e  C a s e  o f  O n l in e  W in e  S a l t s  a n d  D i r e c t  S h ip m e n t ”  1 8 , B e fo r e  th e  S u b c o m m it t e e  o n  C o m m e r c e ,  

T r a d e ,  a n d  C o n s u m e r  P r o te c t io n  o f  t h e  C o m m it t e e  o n  E n e r g y  a n d  C o m m e r c e ,  U n i t e d  S ta te s  H o u s e  o f  

R e p r e s e n ta t iv e s  ( O c t o b e r  3 0 ,  2 0 0 3 )  ( ‘ T h e  a v e ra g e  r e t a i l  s to r e  i n  m o s t  S ta te s  c a r r ie s  b e tw e e n  3 0 0  a n d  5 0 0  d i f f e r e n t  

w in e  b r a n d s  a t  a n y  g iv e n  m o m e n t .  C a n  y o u  im a g in e  s e le c t in g  f r o m  t h a t  m a n y  to o th p a s te s  o r  c o n ta c t  le n s e s  o r  

c a rs ? ” ) .

16 S e e  g e n e r a l l y  C l i f f o r d  W in s t o n ,  C o n c e p t u a l  D e v e l o p m e n t s  i n  t h e  E c o n o m i c s  o f  T r a n s p o r t a t i o n :  A n  I n t e r p r e t i v e  

S u r v e y ,  2 3  J. E C O N . L IT .  5 7 , 7 7  ( M a r .  1 9 8 5 )  ( d is c u s s in g  c o s ts  o f  t r a v e l  t im e ) .

17 S e e ,  e . g . ,  P u b l i c  C o m m e n ts ,  A m e r ic a n  B a r  A s s o c ia t io n ,  S e c t io n  o f  A n t i t r u s t  L a w  a t  1 0 , a t  

h t t p : / /w w w . f t c . g o v /o p p /e c o m m e r c e /a n t ic o m p e t i t i v e / c O in m e n ts / a b a .p d f .

18 D ic k e r s o n  v .  B a i l e y ,  2 1 2  F . S u p p .2 d  6 7 3  ( S .D .  T e x .  2 0 0 2 ) ,  i n c o r p o r a t i n g  D ic k e r s o n  v .  B a i le y ,  8 7  F .S u p p .2 d  6 9 1 ,  

7 0 9 - 1 0  ( S . D .  T e x .  2 0 0 0 ) ,  a f f ' d ,  3 3 6  F . 3 d  3 8 8  ( 5 th  C i r .  2 0 0 3 ) .
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purchase of premium wines and their interstate shipment that have been adopted 
by a number of States are, I believe, another example of abuse of the regulatory 
process to protect concentrated economic interests, going far beyond the 
minimum regulations needed to maintain the integrity of taxation and to protect
minor consumers19

Because all three bills permit direct shipping, all would increase competition and allow 
consumers to find lower prices. Of the three bills, Senate bill 1192 would increase competition 
the most by allowing out-of-state retailers, as well as wineries, to obtain out-of-state shipper’s 
licenses. This additional competition likely would allow consumers to find even lower prices. 
The McLean study found that “the lowest online prices overwhelmingly come not from wineries, 
but from out-of-state retail outlets that have web-accessible inventories.”20

To provide New York consumers with the greatest benefits, the bills should ensure that 
licensing procedures for out-of-state vendors are not overly burdensome. For example, to ship 
into New York, Assembly bill 9560-A and Senate bill 6060-A require out-of-state wineries to 
obtain a “certificate of authority” and a “registration as a distributor” in addition to an out-of- 
state shipper’s license. All three bills require out-of-state vendors to pay an annual fee of $125. 
Such restrictions may constrain competition. Depending on the volume of purchases in a state, 
even seemingly small fees can deter smaller wineries from shipping wine.21 In addition, some 
states have created complex licensing procedures and regulations that deter suppliers and 
package delivery companies from shipping wine to those states. Furthermore, all three bills 
allow out-of-state vendors to obtain New York licenses only if those vendors are located in states 
that afford New York’s vendors reciprocal treatment. This restriction will prevent some out-of- 
state vendors from shipping to New York residents, thereby somewhat limiting competition and 
consumer choice. To obtain the greatest benefits from competition, a policy should ensure that 
permit procedures, fees, and regulations are reasonably calculated to meet the state’s legitimate 
regulatory goals.
I I I . States tha t P e rm it In te rs ta te D ire c t Shipp ing o f W ine G enera lly Report Few o r No

Problem s w ith D irec t Shipments to M ino rs

Although direct shipping can provide consumers with important benefits, policymakers 
have expressed concern that direct shipping might exacerbate the problem of underage drinking. 
As FTC staff recognized in the Wine Report and in other documents, underage alcohol use

19 S e e  D a n ie l  L .  M c F a d d e n ,  W r i t t e n  S ta te m e n t  1 , a t

h t t p . ' / w w w . f t c . g o v / o p p / e c o m m e r c e /a n t ic o m p e t i t i v e / p a n e l / m c fa d d e n .p d f .

* °  W in e  R e p o r t  a t  A p p .  A  2 5  n .2 2 .

21 See Wine Report at 41.
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imposes significant costs, in both human and economic terms.22 In the context of the direct 
shipping of wine, however, the evidence shows that the states that permit interstate direct 
shipping generally report few or no problems with shipments to minors.
A. E v id en ce  fro m  S ta tes T h a t Allow D irec t S h ipp ing

FTC staff contacted officials from many states that allow interstate direct shipping and 
asked them whether they had experienced problems with shipping to minors. These states 
generally report few, if any, problems with direct shipping to minors. Most of them do not 
believe that interstate direct shipment of wine to minors is currently a serious problem, although 
several of them believe that it is possible for minors to buy wine online. None of them report 
more than isolated instances of minors buying or even attempting to buy wine online.23 State 
regulators uniformly expressed greater concern about underage access to alcohol through 
traditional avenues.

The state officials offered many possible explanations for their experiences. Several state 
officials opined that minors are more interested in beer and spirits than wine.24 New Hampshire 
concluded that minors are less likely to purchase wine online because of the extra expense of 
ordering over the Internet.25 This conclusion corresponds with the McLean study, which found 
that when transportation costs are included, lower-end wines are more expensive when 
purchased over the Internet than through the three-tier system.26 Minors would have to pay a 
hefty premium, from 33-83%, to purchase a bottle of wine costing less than $20 online and have 
it delivered to them via 2nd Day Air. Similarly, several state officials also commented that, based 
on their experience, minors were much more likely to buy alcohol through offline sources than 
over the Internet.27 In a 2002 survey, large percentages of high school students, from 68-95%, 
said that it is “fairly easy” or “very easy” to get alcohol.28

22 S e e  i d .  a t  2 6 - 3 8 ;  F T C ,  S e l f - R e g u l a t i o n  i n  t h e  A l c o h o l  I n d u s t r y :  A  R e v i e w  o f  I n d u s t r y  E f f o r t s  t o  A v o i d  P r o m o t i n g  

A l c o h o l  t o  U n d e r a g e  C o n s u m e r s  A p p .  A ,  p p .  i i i - i v  (S e p t .  1 9 9 9 ) ,  a t  

h t t p : / / w w w . f t c . g o v / r e p o r t s / a l c o h o l / a lc o h o l r e p o r t . h t m .

23 S e e  W in e  R e p o r t  a t  2 6 - 4 0 .

24 S e e  i d .  a t  3 2  ( c h a r t  s u m m a r iz in g  s ta te  re s p o n s e s ) ,  A p p .  B  ( le t t e r s  f r o m  s ta te  o f f i c i a l s ) .  S e e  a l s o  W a i l  S tre e t 

J o u r n a l ,  E d i t o r i a l ,  T h e  C a r a f e  i s  H a l f  F u l l ,  W a l l  S t .  J ., J u ly  3 , 2 0 0 3 ,  a t  A 1 0  ( a r g u in g  t h a t  te e n a g e rs  a re  n o t  

in t e r e s te d  in  e x p e n s iv e  w in e s ,  a n d  th a t  “ [ t j h i r t y  s ta te s  a l l o w  w in e  s h ip m e n ts  w i t h i n  t h e i r  b o r d e r s  w i t h o u t  a  s u rg e  in  

te e n  d r in k i n g ” ) .

25 I d .  a t  A p p .  B  ( N e w  H a m p s h ir e  le t te r ) .

26 S e e  i d .  a t  A p p .  A .

27 S e e  i d .  a t  A p p .  B  ( C a l i f o r n i a  te s t im o n y ;  le t te r s  f r o m  N e w  H a m p s h ir e  a n d  W is c o n s in ) .

28 See id. at notes 47-50 and accompanying text.

http://www.ftc.gov/reports/alcohol/alcoholreport.htm


O f  course, the fact that states have rece 'ved few com plaints about direct shipm ents to 
minors does not establish that m inors are not purchasing wine online. As noted by a M ichigan 
A ssistant A ttorney G eneral, m inors w ho buy wine online are unlikely to report their purchases to 
the authori des, and neither the package delivery com pany nor the supplier m ay know  or care that 
they are delivering w ine to a m inor.29 FTC sta ff cannot rule out the possibility  that m inors are 
buying w ine online undetected by state officials.

N evertheless, the s ta ff is aware o f  no system atic studies assessing w hether direct 
shipping increases alcohol consum ption by minors. FTC staff found only one study that might 
address the im pact o f  direct shipping o f  w ine on underage drinking. This study examines the 
impact o f  “hom e delivery” o f  keg beer and other alcohol on underage drinking from such 
traditional retailers such as local liquor stores.30 Although the study raises im portant issues o f 
concern, it provides little inform ation upon which to assess interstate direct shipping o f  wine.
The study does not specifically address online sales, interstate direct shipm ent via package 
delivery com panies, or wine. For exam ple, one o f  the study’s key findings is that “ [o]utlets 
providing delivery  services were m ore likely to sell keg beer.” M oreover, the study itse lf states 
that “data presented  here do not reveal the frequency o f  delivery use or w hether delivery 
purchases served as a  prim ary source o f  alcohol,” and the study does not assess w hether home 
delivery o r direct shipping increases underage alcohol consum ption above the level that would 
occur w ithout those channels.21

The data from  state com pliance checks, or stings, in theory could provide additional 
evidence on the im pact o f  interstate direct shipping on underage drinking. Several states have 
conducted stings on interstate direct shipm ents o f  wine. Typically in these stings, states provide 
a m inor w ith a cred it card to see w hether the m inor can purchase w ine online, and whether the 
supplier or package delivery  com pany w ill refuse to deliver it to  the m inor. These data, 
how ever, are also inconclusive. Stings and anecdotes have shown that m inors are able to buy 
w ine online, bu t there  are not enough data from  which to conclude that m inors can buy wine 
m ore or less easily  online than offline. For instance, M ichigan found that “ [a]bout one in three 
w ebsites contacted” (roughly 33% ) agreed to sell alcohol to the m inor w ith no m ore age 
verification than a  m ouse click, and that UPS delivery people did not properly verify the 
recip ien ts’ ages.32 O n the o ther hand, N ew  Ham pshire has run com pliance checks in the past but

29 S e e  T e s t im o n y  o f  I r e n e  M e a d  1 9 6 , a t  h t t p : / / w w w . f t c . g o v /o p p /e c o m m e r c e /a n t ic o m p c t i t i v e /0 2 1 0 0 8 a n t i t r a n s .p d f .

30 L in d a  A .  F le t c h e r  e t  a l . ,  A l c o h o l  H o m e  D e l i v e r y  S e r v i c e s :  A  S o u r c e  o f  A l c o h o l  f o r  U n d e r a g e  D r i n k e r s , J . STUD. 
A L C O H O L  6 1 :  8 1 - 8 4  ( 2 0 0 0 ) .

31 T h e  N a t io n a l  A c a d e m y  o f  S c ie n c e s  c i t e s  t h is  s tu d y ,  a n d  o n l y  th is  s tu d y ,  f o r  th e  p r o p o s i t i o n  th a t  “ [ s ] a r v e y s  o f  

u n d e r a g e  p u r c h a s e  o f  a lc o h o l  o v e r  th e  I n t e r n e t  o r  t h r o u g h  h o m e  d e l i v e r y  s h o w  th a t  s m a l l  p e r c e n ta g e s  ( 1 0  p e rc e n t)  o f  

y o u n g  p e o p le  r e p o r t  o b t a in in g  a lc o h o l  i n  t h is  m a n n e r . ”  S e e  R e d u c in g  U n d e r a g e  D r in k i n g :  A  C o l le c t iv e  

R e s p o n s ib i l i t y  1 7 4 - 7 5  ( 2 0 0 4 ) .  A s  n o te d  in  th e  t e x t ,  h o w e v e r ,  th e  c i t e d  s tu d y  d o e s  n o t  d is c u s s  th e  I n te r n e t  o r  s a le s  

f r o m  o u t - o f - s t a t e  v e n d o r s .

32 S e e  W in e  R e p o r t  a t  3 5 .
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did not report any problem s with interstate direct shipping to m inors.”  M oreover, the bricks- 
and-m ortar sting  data show comparable results. These stings typically find that m inors are able 
to buy alcohol betw een 15-30% o f  the time. In M ichigan, m inors were able to buy alcohol 55%  
o f  the tim e after show ing a valid M ichigan license that identified the custom er as a m inor.34 
U ltim ately, there  are little data indicating w hether a retail clerk is a m ore or less reliable 
gatekeeper than a com m on carrier’s delivery person. O f  course, efforts should be m ade to 
m inim ize underage purchases o f  alcohol, both online and offline, and New Y ork’s bills 
incorporate safeguards against direct shipping to minors.

B. Less R estric tive Regulatory Tools

M any states have decided that they can prevent direct shipping to minors through non- 
d iscrim inatory, less restrictive means than a com plete ban. For exam ple, some states have 
applied  the sam e types o f  safeguards to direct shipm ents that already apply to bricks-and-m ortar 
retailers, such as requirem ents that package delivery com panies obtain an adult signature at the 
tim e o f  delivery. In  addition, several states, including Nebraska, N ew  Ham pshire, and 
W yom ing, require out-of-state suppliers to register and obtain perm its (a perm it can be 
conditioned on the out-of-state supplier’s consent to subm it to the sta te’s jurisdiction). None o f  
these states reported  any problem s with interstate direct shipping to m inors.35

N ew  Y o rk ’s b ills contain these types o f  safeguards. In sending the wine, the shipper 
m ust ensure tha t the deliveiy  package has a conspicuous label, and the com m on carrier m ust 
obtain an adult signature at the time o f  delivery. In addition, the shipper m ust register with the 
state and consent to  ju risd iction  w ithin New Y ork for enforcem ent purposes. Finally, the bills 
give the state liquor authority  the power to suspend or revoke an out-of-state sh ipper’s license. 
N otably, N ew  Y ork ’s bills contain all o f  the safeguards recom m ended by both the National 
A cadem y o f  Sciences, w hich recom mended “tightening access” rather than banning interstate 
d irect shipping, and FTC  staff.36

T o the ex ten t that m inors do buy wine online, some argue that they lack adequate 
enforcem ent tools against out-of-state suppliers. They contend that the states cannot readily 
inspect the records o f  out-of-state suppliers, and that because o f  jurisdictional constraints, “there 
is no easy w ay to  shut [out-of-state suppliers] dow n i f  violations occur.” They also argue that 
out-of-state  suppliers have little incentive to prevent sales to m inors, in part because o f  
enforcem ent d ifficu lties, but also because individual states can only punish out-of-state suppliers 
w ith the loss o f  a  sm all part o f  their market, not the loss o f  a license. They note that, in contrast,

33 S e e  i d .  a t  A p p .  B  ( N e w  H a m p s h ir e  le t te r ) .

34 S e e  i d .  ( n o t in g  a  s u c c e s s  ra te  o f  3 0 %  in  b r ic k s - a n d - m o r ta r  s t in g s ) ;  L e t t e r  f r o m  T in a  S c h u l t z ,  N a t io n a l  A lc o h o l  

B e v e r a g e  C o n t r o l  A s s o c ia t io n ,  t o  F T C  2 - 4  (J a n . 3 1 ,  2 0 0 2 )  ( c i t i n g  s ta te  s ta t is t ic s ) .

35 S e e  W in e  R e p o r t  a t  A p p .  B  ( le t te r s  f r o m  N e b ra s k a ,  N e w  H a m p s h ir e ,  a n d  W y o m in g ) .

36 S e e  W in e  R e p o r t ;  N A S ,  R e d u c in g  U n d e r a g e  D r in k in g :  A  C o l le c t i v e  R e s p o n s ib i l i t y  1 7 4 -7 5  ( 2 0 0 4 ) .
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they can read ily  inspect in-state w holesalers and retailers on-site, run com pliance checks, and 
punish violators w ith  the loss o f  a  license, fines, and other penalties.37

States, how ever, have a  variety o f  legal rem edies against out-of-state suppliers that ship 
to minors. T he Tw enty-F irst A m endm ent Enforcem ent A ct gives state attorneys general the 
pow er to bring  civil actions in federal court for injunctive re lief against out-of-state suppliers 
that violate the s ta te ’s liquor law s.38 At the tim e the law took effect, in 2000, state authorities 
agreed that the A ct w ould help them  enforce their laws against out-of-state suppliers. The 
National A lcohol Beverage C ontrol A ssociation (“N A B C A ”), an association o f  state regulators, 
stated that the A ct w ould “provide state governm ents with an.effective tool to use in preventing 
the illegal interstate flow o f  alcohol beverages, some o f  which finds its way into the hands o f  
underage drinkers.”39 N A BC A  also said that the A ct w ould help states “overcom e the 
jurisdictional h u rd les” in enforcing their laws.40 Finally, TTB, which has authority to revoke a 
w inery’s basic perm it, will assist states in com bating significant violations o f  state law .41

States a lso  can  request assistance from  other sta tes’ alcohol agencies. N ew  Hampshire 
will punish supp liers licensed in  N ew  H am pshire if  another state proves that the supplier is 
shipping w ine illegally  into that state .42 Likew ise, w hen officials in Louisiana leam  o f  a 
violation, they have a  duty to notify  both TTB and the state that licensed the violator, and to 
“ request those agencies to take appropriate action.”43

O verall, the evidence show s a few  clear results. States that perm it interstate direct 
shipping have adop ted  various procedural safeguards and enforcem ent m echanism s to prevent 
sales to m inors. These states generally  say that direct shipping to  m inors currently is not a 
serious problem , and  that they  have received few  or no com plaints about direct shipping to 
minors. The M cL ean  study suggests that an interstate shipping ban prim arily deprives 
consum ers o f  access to low er-cost sources o f  high-end, expensive w ines, and to a  larger variety

37 S e e  W in e  R e p o r t  a t  2 9 - 3 0 .

38 2 7  U .S .C .  §  1 2 2 a  ( 2 0 0 2 ) ;  L e t t e r  f r o m  S h e r y l  L .  W a l t e r ,  A c t i n g  A s s is ta n t  A t t o r n e y  G e n e r a l ,  U .S .  D e p a r tm e n t  o f  

J u s t ic e ,  t o  H o n .  D e n n is  H a s t e r t ,  S p e a k e r ,  U .S .  H o u s e  o f  R e p r e s e n ta t iv e s  2  ( M a y  3 , 2 0 0 1 ) ;  B o l i c k  v .  R o b e r ts ,  1 9 9  

F .S u p p .2 d  3 9 7 , 4 4 2  ( E . D .  V a .  2 0 0 2 )  ( a d d e n d u m ) ,  v a c a t e d  o , t  o t h e r  g r o u n d s ,  B o l i c k  v .  D a n ie ls o n ,  3 3 0  F .3 d  2 7 4  ( 4 th  

C i r .  2 0 0 3 ) .

39 L e t t e r  f r o m  J a m e s  M .  G o ld b e r g ,  c o u n s e l  f o r  N A B C A ,  t o  J o n a th a n  R u s c h ,  S p e c ia l  C o u n s e l  f o r  F r a u d  P r e v e n t io n ,  

U .S .  D e p a r tm e n t  o f  J u s t ic e  2  ( M a r .  1 9 , 2 0 0 1 ) ,  a t ta c h e d  as a n  e n c lo s u r e  t o  th e  W a l t e r  le t te r .

40 I d .  S e e  a l s o  W i n e  R e p o r t  a t  A p p .  B  ( n o t in g  th a t  I l l i n o i s  c o u ld  u s e  th e  A c t ) .

' 1 A T F ,  I n d u s t r y  C i r c u l a r  N o .  9 6 - 3 ,  D i r e c t  S h ip m e n t  S a le s  o f  A l c o h o l  B e v e ra g e s  ( F e b .  1 1 , 1 9 9 7 ) ,  a t  

h t t p : / / w w w . a t f . t r e a s . g o v / p u b / in d _ c i r c u la r s / ic _ 9 6 - 3 . h t m .

42 N . H .  R E V . S T A T . A n n . §  1 7 8 : 1 4 - a ( V I I I )  ( 2 0 0 0 ) .

43 L a . R E V . S t a t . A n n . §  2 6 : 3 5 9 ( G )  ( W e s t  2 0 0 1 ) .

( 1 1
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o f  all wines. FTC  sta ff has seen no evidence indicating whether h igher prices for these types o f  
fine wines w ould  curtail consum ption significantly either am ong the general populace, minors, 
o r problem  drinkers. There is, therefore, apparently no em pirical evidence that bans on interstate 
d irect shipping prom ote tem perance. Because N ew  Y ork’s bills contain the sam e types o f 
recom m ended safeguards as those adopted by states that allow  interstate d irect shipping and 
report few problem s, it is likely that N ew  York will experience few, if  any, problem s with direct 
shipm ents o f  w ine to minors.

IV . States th a t P e rm it In te rs ta te D irect Shipping o f W ine Genera lly Report Few o r No 
Problem s v.'ith Tax Collection

Some states a lso  have adopted less restrictive m eans o f  protecting tax revenues while 
perm itting direct shipping, such as by requiring out-of-state suppliers to obtain perm its and to 
collect and renr't taxes.44 N ew  Y ork’s bills incorporate these types o f  requirem ents. O f  these 
states, m ost report few, if  any, problem s with tax collection N ebraska, for example, reports that 
they “have also not, as yet, had  any problem s with the collection o f  excise tax[es].’’45 North 
D akota reports that “ Taxes are collected. No problem s to date that we are aw are of.”44

To the extent that states have problem s with out-of-state suppliers, they have addressed 
the problem  in  less restrictive w ays than banning all interstate direct shipping. N ew  Hampshire, 
for exam ple, w orks w ith  out-of-state suppliers:

[T]he State o f  N ew  H am pshire Liquor Com m ission collects an 8%  fee on all 
shipm ents into the S tate o f  N ew  Hampshire. W hen the N H  Liquor Com m ission 
discovers an im proper shipm ent we contact the com pany and inform  them  o f  the 
laws in  NH. O nce the company learns o f  N H  laws they norm ally get a  perm it or 
stop shipping into N H . The NH Liquor Com m ission is w orking w ith out-of-state 
su p p lie rs ]  and encouraging them  to obtain a  perm it.47

Furtherm ore, to  the ex ten t that out-of-state suppliers fail to com ply voluntarily , states can report 
problem s to TTB or o ther states, o r use the Tw enty-First A m endm ent Enforcem ent Act. On the 
o ther hand, there is no  ev idence show ing that states m ust ban interstate direct shipping, rather 
than adopting a  less restrictive alternative, to raise revenue.

Finally, regardless o f  w hether states perm it o r prohibit interstate direct shipping, there is 
no reason to  believe that legalized direct shipping w ould increase tax evasion. It is unlikely that

44 S e e ,  e . g . ,  La. Rev. Stat. Ann. §  2 6 : 3 5 9 ( B ) ( 1 ) ;  N .H .  Rev. Stat. Ann. § 1 7 8 : 1 4 - a ( V ) ;  Nev. Rev. Stat. § 3 6 9 .4 6 2 .

15 S e e  W in e  R e p o r t  a t  A p p .  B  ( N e b r a s k a  le t te r ) .

46 S e e  i d .  ( N o r t h  D a k o ta  le t te r ) .

47 S e e  i d .  ( N e w  H a m p s h i r e  le t t e r ) .



states w ould  increase illegal interstate direct shipping by creating procedures that w ould allow 
out-of-state  suppliers to ship legally and pay taxes. M ichigan, for example, reports that many 
out-of-state  suppliers ship wine illegally into M ichigan, and that those suppliers do not pay taxes 
to  M ichigan. M ichigan, however, already prohibits out-of-state suppliers from  shipping wine 
into M ichigan, and out-of-state suppliers that ship into M ichigan are already breaking the law. 
B y legalizing d irect shipping and requiring shippers to pay taxes as a condition for receiving a 
license, states could allow interstate direct shipping from out-of-state suppliers that comply with 
the law . I f  suppliers who currently ship illegally continue to ship illegally, then the level o f  tax 
evasion  w ould  rem ain unchanged, but if  som e suppliers who currently ship illegally decide to 
ship legally, then  tax evasion w ould fall. M oreover, i f  interstate direct shipping increases overall 
com m erce in  w ine, overall tax revenue could  rise.48

V . The B ills W ould Promote E-Commerce and In tersta te Commerce

T he Internet lets consum ers purchase an unprecedented array o f  goods and services from 
the convenience o f  their hom es. Consum ers can find thousands o f  goods, from  thousands o f  
suppliers around the country, and have those goods delivered to their doors. State bans on 
in terstate  d irect shipping represent the single largest regulatory barrier to expanded e-com merce 
in  w ine. In states that ban interstate direct shipping, the bans prevent consum ers from  
conveniently  purchasing wine from  suppliers around the country.49

T he d irec t shipping issue has broader im plications for interstate e-com m erce. In many 
industries, including m any professional and financial services, states require that potential 
suppliers m ain tain  a  physical office w ithin the state, or that they hire state residents.50 Under 
current N ew  Y ork law , for example, out-of-state w ineries can obtain a license to distribute and 
sell alcohol in N ew  Y ork only i f  they “com ply w ith the licensing requirem ents o f  [N ew  York] 
Law , including establishing and m aintaining a physical presence in  N ew  Y ork.”51 These 
requirem ents ostensib ly  allow states to m aintain  tighter regulatory control over the supplier, but 
they also significantly  raise the cost to  online suppliers to doing business w ithin a particular 
state. T hey  deprive online suppliers o f  one o f  the m ain  efficiency benefits o f  e-com m erce, the 
ability  to  p rov ide  goods and services over L rge  distances without the need for a  substantial, far- 
flung physical presence. They also  dem onstrate how  seem ingly neutral restrictions can deprive 
online firm s o f  a legitim ate com petitive advantage. State physical presence law s apply equally

48 S e e  i d .  a t  3 9 - 4 0 .

49 S e e ,  e . g . ,  V i r g i n i a  P o s t r e l ,  A  L o o k  a t  W i n e  S a l e s  o v e r  t h e  I n t e r n e t  S h o w s  t h e  P r i c e  o f  S o m e  R e g u l a t i o n s  i n  t h e  

N a m e  o f  C o n s u m e r  P r o t e c t i o n ,  N . Y .  T IM E S , J u ly  1 7 , 2 0 0 3 ,  a t  C 2  ( c r i t i c i z i n g  b a n s  o n  in t e r s t a te  d i r e c t  s h ip p in g  a s  a  

b a r r ie r  t o  e - c o m m e r c e ) .

50 A t  th e  w o r k s h o p ,  F T C  s t a f f  e x a m in e d  p o t e n t ia l l y  a n t ic o m p e t i t i v e  b a n ie r s  t o  e - c o m m e r c e  i n  m a n y  o th e r  in d u s t r ie s :  

a u c t io n s ;  a u t o m o b i le s ;  c a s k e ts ;  c o n t a c t  le n s e s ;  c y b e r  s c h o o ls ;  o n l i n e  le g a l  s e r v ic e s ;  r e a l  e s ta te , m o r tg a g e s ,  a n d  

f i n a n c ia l  s e r v ic e s ;  r e t a i l i n g ;  a n d  t e le m e d ic in e  a n d  o n l i n e  p h a r m a c e u t ic a l  s a le s . S e e  W o r k s h o p  H o m e p a g e ,  a t 

h t t p : / / w w w . f t c . g o v / o p p / e c o m m e r c e / a n t i c o m p e t i t i v e / in d e x . h t m .

51 S w e d e n b u r g  v .  K e l l y ,  3 5 8  F .3 d  2 2 3 ,  2 2 8 - 2 9  ( 2 d  C i r .  2 0 0 4 ) .
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to in-state and out-of-state firms. In reality, though, these requirem ents im pose disproportionate 
costs on online firm s by dim inishing or elim inating one o f  their advantages. M oreover, online 
firms, unlike bricks-and-m ortar firms, may not enjoy the lull financial benefits o f  m aintaining an 
in-state office, because only part o f  their client base w ill reside in any particular state.

On the o ther hand, there is little evidence that in-state office requirem ents are necessary 
to advance consum er protection goals. For instance, there is little evidence that in-state office 
requirem ents reduce the incidence o f  consum er fraud by “fly-by-night”operators w ho deceive 
consum ers and then disappear. FTC sta ff have ample experience dem onstrating that deceptive 
lending can harm  consum ers, particularly for low -incom e and unsophisticated borrow ers.52 
There is, how ever, no necessary correlation betw een a lender’s propensity to deceive consumers 
and the presence o r absence o f  in-state offices or personnel. In a num ber o f  the m ost significant 
deceptive lending cases brought by  the Com m ission, the lenders operated in-state offices.53

Physical presence is not necessary to ensure accountability .54 N or is the issue o f  
enforcem ent unique to  w ine. As w ith catalogue sales o r online sales o f  other products, a variety 
o f  general law s and regulations protect consum ers and provide legal rem edies. Consum ers can 
use general contract and tort law, as well as other specific state consum er protection law s and 
federal laws, to seek legal redress against out-of-state suppliers. State enforcem ent agencies can 
use a variety o f  legal tools, such as the Tw enty-First A m endm ent Enforcem ent A ct and 
cooperation w ith o ther s ta tes’ enforcem ent agencies. M oreover, federal agencies, including the 
FTC, TTB, and D epartm ent o f  Justice, have authority to bring enforcem ent actions against 
sellers who v iolate the law. A t best, physical presence requirem ents are an expensive, inefficient 
m eans o f  getting an  increm ental increase in regulatory authority. A t worst, i f  extended to other 
industries, physical p resence requirem ents could seriously im peril the growth o f  e-com merce.

Finally, your letter asked us to com m ent on argum ents regarding “harm  to the three-tier 
system .” The F T C ’s statutory m andate, o f  course, is to prom ote com petition and consum er 
w elfare, no t p roducer w elfare. H aving said that, the evidence suggests that expanded e- 
com m erce w ould  im prove m arket conditions by giving w ineries (including N ew  Y ork wineries), 
the first tier o f  the system , extra distribution outlets. M oreover, expanded e-com m erce likely 
w ould not spell the end o f  brickr.-and-m ortar w holesalers or retailers. Because o f  shipping costs, 
consum ers generally  can find low er prices for less expensive w ines in  bricks-and-m ortar stores.

52
S e e  P r e p a r e d  S ta te m e n t  o f  th e  F e d e r a l  T r a d e  C o m m is s io n  o n  E f f o r t s  t o  C o m b a t  U n f a i r  a n d  D e c e p t iv e  S u b p r im e  

L e n d in g ,  b e f o r e  th e  S e n a te  S p e c ia l  C o m m i t t e e  o n  A g in g  4 - 8 ,  F e b r u a r y  2 4 ,  2 0 0 4 ,  a t  

h t t p : / / w w w . <tc . g o v /o s / 2 0 0 4 /0 2 / 0 2 2 4 2 0 0 4 s u b p r im e le n d in g te s t . p d f .

53 S e e ,  e . g . .  T h e  A s s o c ia t e s ,  N o .  1 : 0 1 - C V - 0 0 6 0 6  ( N . D .  G a .  2 0 0 1 ) ;  F i r s t  A l l i a n c e  M o r tg a g e  C o . ,  e t  a l . ,  N o .  S A C V  

0 0 - 9 6 4  D O C  ( E e x )  ( C .D .  C a l .  2 0 0 0 ) ;  M e r c a n t i le  M o r tg a g e  C o . ,  N o .  0 2 - 5 0 7 9  ( N . D .  I I I .  2 0 0 2 ) .

54 C f .  S w e d e n b u r g ,  3 5 8  F . 3 d  a t  2 3 7 - 3 8 .
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In states that perm it interstate direct shipping, such as C alifornia and Illinois, wholesalers and 
retailers continue to  en joy  the bulk o f  sales.55

C onclusion

B ased on  an  extensive review  o f  the evidence, FTC sta ff believes that, i f  enacted, any o f  
the bills w ould  enhance consum er w elfare and w ould allow  N ew  Y ork  to m eet its other public 
policy goals. FTC  s ta ff  also believes that Senate bill 1192 w ould provide greater benefits to 
consum ers than  A ssem bly bill 9560-A  or Senate bill 6060-A , because that b ill w ould allow both 
out-of-state w ineries and retailers to obtain out-of-state shipper’s licenses.

R espectfully  submitted,

Todd J. Zyw icki, D irector 
O ffice o f  Policy Planning

Susan A. Creighton, D irector 
B ureau o f  Com petition

(
H ow ard Beales, D irector 
Bureau o f  Consum er Protection

L uke M. Froeb, D irector 
Bureau o f  Econom ics

B arbara A nthony, D irector 
N ortheast Regional O ffice

55 S e e  D a n ie l  L .  M c F a d d e n ,  W r i t t e n  S ta te m e n t  2 ,  a t

h t t p : / / w w w . f t c . g o v / o p p / e c o m m e r c e / a n t ic o m p e t i t i v e / p a n e l / m c f a d d e n . p d f  ( " I f  d i r e c t  in t e r s t a te  w in e  s h ip m e n ts  w e r e  

r e o p e n e d ,  I  w o u l d  f o r e s e e  s o m e  c o m p e t i t iv e  p r e s s u r e  o n  d is t r ib u to r s  a n d  r e ta i le r s ,  p r im a r i l y  f r o m  d i r e c t  w in e  s a le s  to  

la r g e  r e t a i le r s ,  b u t  n o  s u b s t a n t ia l  r e s t r u c tu r in g  o f  t h e  in d u s t r y .  I  f i n d  i t  p a r t i c u l a r ly  s a d  t h a t  t h e  a n t i- in te r s ta te  

s h ip p in g  l e g is la t io n  t h a t  h a s  b e e n  p a s s e d  is  s o  d is p r o p o r t io n a t e  i n  i t s  n e g a t iv e  im p a c t  o n  c o n s u m e r s  r e la t i v e  t o  th e  

v e r y  m o d e s t  p r o t e c t io n  i t  p r o v id e s  t o  t r a d i t io n a l  d is t r ib u t o r s  a n d  r e t a i le r s ” ) .
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U n d e r  c u r r e n t  s t a t u t e s  a  p r i v a t e  c i t i z e n  i n  A l a s k a ,  s u c h  a s  

y o u r s e l f ,  c a n  b u y  w i n e  d i r e c t l y  f r o m  w i n e r i e s  i n  o t h e r  s c a t e s  v i a  t h e  

i n t e r n e t  b u t  y o u  c a n n o t  b u y  w i n e  d i r e c t l y  f r o m  a n  A l a s k a n  w i n e r y .  H o u s e  

B i l l  3 4  w i l l  a l l o w  y o u  t h e  f r e e d o m  t o  " B u y  A l a s k a "  i f  y o u  s o  c h o o s e .

T h i s  d e v e l o p i n g  A l a s k a  i n d u s t r y  n e e d s  y o u r  s u p p o r t  t o  p r o s p e r .  P l e a s e  

s u p p o r t  A l a s k a n  b u s i n e s s e s  a n d  p a s s  H o u s e  B i l l  3 4 .

D e a r  R e p r e s e n t a t i v e s ,

S t e v e n  T h o m s e n  

A l a s k a n  W i l d e r n e s s  W i n e s



w i n e  I n s t i t u t e

K A T I I  (a c o v

w i s t i r n  c o u n s e l

February 6,2007

Representative Gabrielle LeDoux Alaska State Capitol 
Juneau, AK 99801
Re: Wine Institute Supports House Bill 34 
Dear Representative LeDoux:
Wine institute, representing 886 California wineries, supports the local wine 
industry’s effort to obtain a direct-to-consumer shipping privilege. HB 34 permits Alaska wineries to ship up to 5 gallons (about 25 - 750ml bottles) Of wine to an 
individual in Alaska where importation is not prohibited. Most wineries around the country rely on direct-to-consumer shipping to service their customers’ 
requests when a wine is not readily available to all consumers locally. Wl 
recognizes that the direct-to-consumer shipping privilege is critical to satisfy 
consumer demand and to the growth and success of local wine industries, like Alaska’s.
Sincerely,

Western Counsel

(
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Community and Regional Affaire Committee considered CS FOR HOUSE BILL NO. 67(FIN) am
HB 67 MUNICIPAL PROPERTY TAX EXEMPTIONS

"An Act relating to a mandatory exemption from municipal property taxes for certain college property, to a 
mandatory exemption from municipal property taxes for residences of certain widows or widowers, and to optional exemptions from municipal property taxes for property of certain fraternal organizations and for 
certain residences of law enforcement officers; and providing for an effective date.*
and recommends:
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DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA S ta te  C a p i to l  

J u n e a u ,  A la s k a  9 9 8 0 1 - 1 1 8 2

D e l iv e r ie s  to :  1 2 9  6 th  S t . ,  R m .  3 2 9

M E M O R A N D U M M ay 11 ,2007

FROM :

TO

SUBJECT:

i

i A ffairs C om m ittee

SC S CSH B 67(C R A ) m odifies the H ouse-passed  bill by converting  the proposed 
m andatory  property  tax exem ption  for certain  college property  (bill section 1 o f the 
H ouse-passed version, C SH B  67(FIN ) am ) into an optional property  tax exem ption for 
college-ow ned property  that is used for the college's non-educationa) purposes, subject to 
an exception for leasehold  in terests, as m ay be au thorized  by the m unicipality 's governing 
body w ithout necessity  o f ratification by public vote (bill section 3 o f  the m easure 
accom panying th is m em o). The m odification adds new  m aterial that necessitates a 
change in the bill title. T he inclusion o f  am endm ent X A .2 also  necessita tes a title 
change. This is a bill title change in the m easure's second ("other") house. The lim itation 
o f  U niform  R ule 41(b) applies:

(b) An am endm ent to a bill in troduced in the o ther house is not in 
order if  the am endm ent requires a change o f the bill title  o ther than a 
clerical o r technical change.

In subm itting  the com m ittee report, the Senate C om m uni.y  and Regional A ffairs 
C om m ittee should  introduce the accom panying com panion concurren t reso lu tion  waiving 
the application o f the appropriate  uniform  rules in o rder to accom m odate  the am endm ent 
and the related  bill title addition.

JB C :m ed
07-314.m ed

Enclosures



OFFERED IN  THE SENATE 

TO : CSHB 67(F IN ) am

1 Page 1, lines 4 - 5 :

2 Delete "residences o f law enforcem ent o ffice rs "

3 Insert "re s id en tia l p ro pe rty "

4

5 Page 3, fo llow in g line 30:

6 Insert a new b ill section to read:

7 " * Sec. 3. AS 29.45.050(a) is amended to read:

8 (a) A m unicipa lity may exclude or exempt or partia lly exempt residential

9 property from taxation by ordinance ra tifie d by the voters at an election. A n exclusion

10 or exemption authorized by this subsection may be applied w ith respect to taxes levied

11 in a service area to fund the special services. An exclusion or exemption authorized by

12 this subsection may not exceed the assessed value o f $40.000 [$20,000] fo r any one

13 residence."

14

15 Renumber the fo llow ing b ill sections accordingly.

16

17 Page 5, line 23:

18 Delete "and 5"

19 Insert "and 6"

L -1-
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H o u s e  B i l l  6 7 :  " M u n i c i p a l  P r o p e r t y  T a x  E x e m p t i o n "

The purpose  o f the b ill is to encourage  law en fo rcem ent o ffice rs  to purchase  hom es and live m h igh cnm e a reas It 
a llow s a  m un ic ipa lity  to  pass an ord inance  g iv ing  an exem ption  up to  $150 ,000  o f assessed  va lua tion  fo r a 
pe rm anen t res idence  ow ned  and occup ied  by a law  e n fo rcem en t o ffice r in a h igh  cnm e area

HB 67 Sectional Analysis
A  m u n ic ipa lity  is a po litica l subd iv is ion  inco rpora ted  unde r the  law s o f the sta te  tha t is a hom e rule o r g e rs ra l law  
c ity, a hom e rue o r gene ra l law  borough, o r as a un ified  m un ic ipa lity . A  m u n ic ipa lity  m ay. by o rd inance , des ignate  
ce rta in  a reas in w hich  perm anent res idences ow ned  and o ccup ied  by law  o ffice rs  are  exem p t from  taxa tion  up  to 
$150 ,000  o f assessed  value

The a rea s  so des ignated  m ust be a reas p rescribed  unde r a federa l p rog ram  in need o f specia l ass is tance  fo r urban 
deve lopm en t, ne ighborhood  rev ita liza tion , o r  law  enfo rcem ent. There  is no requ irem en t that such a program  
a ctua lly  be u tilized  in o rde r to  m eet th is requ irem ent. In the a lte rna tive , the a reas m ay be de linea ted  by ordinance 
on the basis o f c rim e  s ta tis tics  m a in ta ined  by the m unicipa lity.

The m un ic ipa lity  m ay not request s ta te  funds to cover any shortfa ll c rea ted  by th is  o rd inance 

The m un ic ipa lity  is g iven  the ia t it jd e  to  define  the term  'la w  e n fo rcem en t o ffic e r ' by ord inance
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B IL L  V E R S IO N : C S H B  67(F IN ) A M  EXEM PT IO NS
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C raw ford . Thom as. W ilson, R oses

T IT L E : *An A c t re la ting  to a m anda to ry  exem ption  from  m unic ipa l p rope rty  taxes fo r certa in  co llege  property , to  a 
m anda to ry  exem ption  from  m unic ipa l p rope rty  taxes fo r res idences o f ce rta in  w idow s o r w idow ers, and  to optiona l 
exem p tions from  m unic ipa l p rope rty  taxes fo r p rop e rly  o f ce rta in  fra te rna l o rgan iza tions and fo r ce rta in  res idences 
of law  e n fo rcem en t o ffice rs: and prov id ing  for an e ffective  date .*
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Alaska State Legislature
House of Representatives

S ta te  C a p i t o l  

J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

R ep re se n ta tive M ik e  C h e n a u lt R ep re se n ta tive M a x G ruenbe rg

C S H B  67 (F IN ) am  (2 5 -L S 0 3 1 4 V X .A ) -  M u n ic ip a l P ro p e rty T a x E xem p tio n s

Sponsor Statement

This b ill makes several changes to the mandatory and optional municipal property tax 
exemptions allowed under Alaska law.

•  The b ill encourages law enforcement officers to purchase homes and live in high 
crim e areas by a llow ing a m un ic ipa lity to pass an ordinance g iv ing an exemption 
up to $150,000 o f assessed valuation fo r a permanent residence owned and 
occupied by a law enforcement o ffice r in a high crim e area.

• The b ill cla rifies that property owned by a private university is exempt from 
m unicipa l property tax sim ila r to a pub lic university. If, the property is being 
used fo r a non-exempt p"»pose, the leasehold interest(s) w ill be subject to 
taxation.

•  The b ill provides fo r an optional m unicipal tax exemption fo r fraternal 
organizations i f  the property is used predom inantly fo r charitable or fraternal 
purposes. In order to be e lig ib le fo r the tax exemption, the m un ic ipa lity by 
ordinance and the voters in the m un ic ipa lity must approve a tax exemption fo r 
fraternal property.

•  F ina lly , the b ill allows w idows and widowers o f disabled veterans to retain the ir 
m unicipal property tax exemption. Under current law , these w idows and 
w idowers are ine lig ib le fo r the tax exemption un til they reach the age o f 60.

Sectional Analysis

Section 1 o f the b ill provides a mandatory exemption fo r municipal property taxes fo r 
accredited fou r year colleges. This type o f property has been tax exempt trad itiona lly. 
However, an issue has arisen regarding property that is leased to a th ird party fo r non- 
educational purposes. This section w ill c la rify the situation by keeping college and 
unive rs ity property tax exempt, w h ile a llow ing the leasehold interest to be taxed. This is 
a sign ifican t benefit to the colleges and universities as the lease proceeds are used to 
support the schools’ educational programs. Current state law exempts U n ive rs ity o f 
A laska property. This section extends the exemption to private accredited four-year



colleges and  un iversities  in  A laska. T here  is p receden t for parity  be tw een  public  and 
p rivate  un iversities in ex is ting  law , such as the educational tax cred it p rogram .

Section  2 co rrec ts a  p rob lem  for the w idow s and w idow ers o f  d isab led  veterans. U nder 
curren t law , w idow s and w idow ers o f  disabled veterans lose iheir m unicipal property  tax 
exem ptions until they  reach  the  age o f  60. In m any cases, the w idow s and w idow ers are 
m uch younger than  60, and can  lose the exem ption  w hen they  need  it the m ost, upon the 
death  o f  their spouse. T his section  allow s the w idow s and w idow ers o f  d isab led  veterans 
to retain  the  exem ption .

Section  3 g ives the m unic ipalities the option  o f  passing  an ord inance prov id ing  a tax 
exem ption  for p roperty  ow ned  by  fraternal o rgan izations and used to r specific  listed 
purposes. T he o rd inance  m ust be ratified  b y  the voters at an election. TTiis section 
recognizes the  charitab le  and o ther public  purposes carried  out by  fraternal organizations 
in  A laska. In m any  rural areas, fraternal halls are m ajo r m eeting  cen ters fo r com m unity  
events and are o ften  m ajo r prov iders o f  social serv ices as w ell.

Section  4 o f  the  b ill w ill encourage  law  enforcem ent o fficers to purchase hom es and live 
in  h igh crim e areas. T h is  w ill d iscourage crim e in those areas w ith  “cops in the 
neighborhood ."  It a llow s a  m unic ipality  to  pass an  o rd inance g iv ing  an  exem ption  up to 
$150,000 o f  assessed  valuation  for a perm anent residence ow ned  and occup ied  by  a  law 
enforcem ent o ffice r in a h igh  crim e area. In A nchorage, the m axim um  exem ption  w ould 
equal app rox im ate ly  $2 ,200  for one  property . M unicipalities are g iven d iscretion  to  
determ ine the c riteria  fo r designating  an area.

Section  5 m akes the  A ct effective January  1, 2008 to  co incide  w ith  the statu tory  
m unicipal assessm en t date.
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(2) publishing in a new spap^o f general circulation in the municipality a copy of the 
notice once each week for a period o f three successive weeks, w ith m i&ication to occur not 
later than 45 days after tne final adoption/of the municipality’s^udget.
(b) Compliance w itjr the provisions/W this section is a^jfrerequisite to receipt of 

municipal tax resource equalizatiopr'under AS 29.60.0ip / —  29.60.080 anjfprioritv 
revenue sharing ton municipal seryites under AS 29.60.100 —  29.60.180. The^epartment 
shall w ithho ld^nnua l allocations under those sectiopfl u n til municipal officials demon­
strate tha t tHe requirem ents^!th is section have bepn met. (§ 12 ch 74jBLA 1985- am § 3 
ch 75 Sh#1997; am § 33>ch 83 SLA 1998)

E f f e c t  o f  a m e n d m e n t * .  —  T h e  1 9 9 7  a m e n d m e n t ,  
e f fe c t iv e  J u ly  1, 1 9 9 7 , re w r o te  th is  s e c tio n .

T h e  1 9 9 8  a m e n d m e n t ,  e f fe c t iv e  J u ly  1, 1 99 8 , in

s u b s e c t io n  (a )  s u b s t i t u te d  “ fu n d in g *  fo r  “ founda tion " 
in  tw o  p la c e s  a n d  m a d e  m in o r  s ty l is t ic  changes.

Sec. 29.45.030. R equ ired exem ptions, (a) [See delayed amendment note.] The
fo1 lowing property is exempt from general taxation:
(1) municipal property, including property held by a public corporation of a munici­

pality, state property, property of the University o f Alaska, or land that is in the trust 
established by the Alaska Mental Health Enabling Act o f 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; however, an interest created by a nonexclusive use agreement 
between the Alaska Industria l Development and Export Authority and a user of an 
integrated transportation and port fac ility owned by the authority and in itia lly placed in 
service before January 1, 1999, is taxable only to the extent of, and for the value 
associated w ith , those specific improvements used for lodging purposes;
(B) notw ithstanding any other provision of law, property acquired by an agency, 

corporation, or other entity o f the state through foreclosure or deed in lieu of foreclosure 
and retained as an investment o f a state entity is taxable; th is subparagraph does not 
apply to federal land granted to the University o f 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 o f 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 b o r o u g h  and 
owned by a city in tha t borough;
(2) household furn itu re and personal effects o f members o f a household;
(3) property used exclusively for nonprofit religious, charitable, cemetery, hospital, or 

educational purposes;
(4) property of a nonbusiness organization composed entire ly o f persons with 90 days 

or more of active service in the armed forces of the United States whose conditions ̂  
service and separation were other than dishonorable, or the property of an auxiliary 
tha t organization;
(5) money on deposit;
(6) the real property of certain residents o f the state to the extent and subject to 

conditions provided in (e) o f this section; , 43
(7) real property or an interest in real property tha t is exempt from taxation un 

U.S.C. 1620(d), as amended;
(8) property of a politica l subdivision, agency, corporation, or other entity ° ^ e ^  or 

States to the extent required by federal law; except tha t a private leasehold, con 
other interest in the property is taxable to the extent o f tha t interest unless the P' j j 
is located on a m ilita ry base or installation and the property interest is created ^  
U.S.C. 2871 —  2885 (M ilita ry Housing Privatization In itia tive ), provide®
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noteholder enters into an agreement to make a payment in lieu o f taxes to the political
ubdivision tha t has taxing authority;
' ,9) natura l resources in place including coal, ore bodies, m ineral deposits, and other 
„lUven and unproven deposits o f valuable materials laid down by natura l processes, 
oliiu'vested aquatic plants and animals, and timber.
* ,|)( In l a) o f this section, “property used exclusively for religious purposes” includes the 

l iu v v in g  property owned by a religious organization:
]) the residence o f an educator in a private religious or parochial school or a bishop, 

•astor. priest, rabbi, m inister, or religious order of a recognized religious organization; for 
Eposes o f this paragraph, “m in iste r” means an ind ividua l who is 

\) ordained, commissioned, or licensed as a m inister according to standards o f the 
•vhgious organization for its m inisters; and 
B) employed by the religious organization to carry out a m in istry o f tha t religious 

rganization;
,2 ) a structure, its fu rn itu re , and its fixtures used solely for public worship, charitable 

rurposes, religious adm inistrative offices, religious education, or a nonprofit hospital;
3) lots required by local ordinance for parking near a structure defined in (2 ) o f this

<ubsection.
c) Property described in (aX3) or (4) of this section from which income is derived is 

exempt only i f  tha t income is solely from use of the property by nonprofit religious, 
.-iaritable, hospital, or educational groups. I f used by nonprofit educational groups, the 
property is exempt only i f  used exclusively for classroom space.
vd) Laws exempting certain property from execution under AS 09 (Code o f C iv il 

Procedure! do not exempt the property from taxes levied and collected by municipalities.
e) The real property owned and occupied as the prim ary residence and permanent 

place o f abode by a (1) resident 65 years o f age or older; (2) disabled veteran; or (3) 
resident at least 60 years old who is the widow or widower o f a person who qualified for 
an exemption under ( 1 ) or (2 ) of this subsection, is exempt from taxation on the firs t 
$150,000 o f the assessed value of the real property. A municipality may, in case of 
ardship, provide for exemption beyond the firs t $150,000 o f assessed value in accordance 
with regulations of the department. Only one exemption may be granted for the same 
property and, i f  two or more persons are eligible for an exemption for the same property, 
the parties shall decide between or among themselves who is to receive the benefit o f the 
exemption. Real property may not be exempted under this subsection i f  the assessor 
determines, after notice and hearing to the parties, that the property was conveyed to the 
applicant prim arily for the purpose of obtaining the exemption. The determ ination of the 
assessor may be appealed under AS 44.62.560 —  44.62.570.
if) To be eligible for an exemption under (e) o f this section for a year, a municipality 

may by ordinance require tha t an individual also meet requirements under one of the 
following paragraphs: ( 1 ) the ind ividual shall be eligible for a permanent fund dividend 
under AS 43.23.005 for tha t same year or for the immediately preceding year; or (2) i f  the 
individual has not applied or does not apply for one or both o f the permanent fund 
dividends, the individual would have been eligible for one o f the permanent fund 
dividends identified in (1) o f th is subsection had the ind ividual applied. An exemption 
may not be granted under (ej o f th is section except upon w ritten application for the 
exemption. Each m unicipality shall, by ordinance, establish procedures and deadlines for 
Sling the application. The governing body of the municipality for good cause shown may 
waive the claimant’s fa ilu re to make tim ely application for exemption and authorize the 
assessor to accept the application as i f  tim ely filed. I f an application is filed w ith in the 
-'equired time and is approved by the assessor, the assessor shall allow an exemption in 
accordance w ith the provisions o f (e) o f this section. I f  the application for exemption is 
approved after taxes have been paid, the amount of tax tha t the claimant has already 
paid for the property exempted shall be refunded to the claimant. The assessor shall
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require proof in the form the assessor considers necessary o f the righ t to and amount d 
an exemption claimed under (e) o f this section, and shall require a disabled veterai 
claim ing an exemption under (e) of this section to provide evidence of the disability 
rating. The assessor may require proof under th is subsection at any time. . ..
(g) The state shall reimburse a borough or city, as appropriate, for the real property tai 

revenues lost to it by the operation of (e) o f th is section. However, reimbursement may bl 
made to a m unicipality for revenue lost to it only to the extent tha t the loss exceeds !aa 
exemption tha t was granted by the municipality, or tha t on proper application b /a i{ 
individual would have been granted under AS 29.45.050(a). I f appropriations are not 
sufficient to fu lly fund reimbursements under th is subsection, the amount available
be distributed pro rata among eligible municipalities. .
(h) Except us provided in (g) of this section, nothing in (e) —  (j) o f this section 

sim ilar exemptions from property taxes granted by a municipality on SeptembetGl(j? 
1972, or prevents a municipality from granting sim ila r exemptions by ordin, 
provided in AS 29.45.050. • a (j
(i) In (e) —  (i) o f th is section,
(1) “disabled veteran” means a disabled person l i t

(A) separated from the m ilita ry service o f the United States under a condition 
not dishonorable who is a resident of the state, whose disab ility was incurred/ 
aggravated in the line of duty in the m ilita ry service o f the United States, and'if 
d isab ility has been rated as 50 percent or more by the branch of service in wl 
person served or by the United States Department o f Veterans Affairs; or < -fi
(B) who served in the Alaska Territoria l Guard, who is a resident of the stated 

d isab ility was incurred or aggravated in the line o f duty while serving in the 
Territoria l Guard, and whose disability has been rated as 50 percent or more;:n't
(2) “real property” includes but is not lim ited to mobile homes, whether classif 

real or personal property for municipal tax purposes.
(j) One motor vehicle per household owned by a resident 65 years of age or 

January 1 of the assessment year is exempt either from taxation on its asses 
from the registration tax under AS 28.10.431. An exemption may be granted pni 
subsection only upon w ritten application on a form prescribed by the De; 
Adm inistration. i.-us
U ) The department shall adopt regulations to implement the provisions of 

of this section. - l.u
(/) Two percent o f the assessed value of a structure is exempt from taxatii 

structure contains a fire protection system approved under AS 16.70.081, in; 
condition, and incorporated as a fixture or part o f the structure. The exemption 
by this subsection is lim ited to • V? %
(1) an amount equal to two percent of the value o f the structure based 

assessment for 1981, i f  the fire protection system is a fix ture o f the structure 
1,1981; or •'<’
(2) an amount equal to two percent o f the value o f the structure 

assessment as o f January 1 o f the year immediately follow ing the installation 
protection system i f  the fire protection system becomes a fixture of the 
January 1,1981. >8̂
(m) For the purpose o f determ ining property exempt under (aX7) o f this 

follow ing definitions apply to terms used in 43 U.S.C. 1620(d) unless si 
applicable federal law:
(1) “developed” means a purposeful modification o f the property from its 

tha t effectuates a condition o f gainful and productive present use wit 
substantial modification; surveying, construction o f roads, providing 
sim ila r actions normally considered to be component parts o f the deva 
but tha t do not create the condition described in th is paragraph, do netf
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lo o p e d  state w ith in the meaning o f this paragraph; developed property, in order to 
remove the exemption, must be developed for purposes other than exploration, and be 
linited to the smallest practicable tract o f the property actually used in the developed

s ta te ;

,2) “exploration” means the examination and investigation o f undeveloped land to 
determine the existence o f subsurface nonrenewable resources;
t3) “lease” means a gi ant of prim ary possession entered into for gainful purposes w ith 
j determinable fee remaining in the hands of the grantor; w ith respect to a lease tha t 
envoys rights o f exploration and development, this exemption shall continre w ith 
respecl to tha t portion o f the leased tract that is used solely for the purpose of exploration.
in) I f property or an interest in property that is determined not to be exempt under 

aK7) of this section reverts to an undeveloped state, or if the lease is term inated, the 
exemption shall be granted, subject to the provisions o f (aX7) and (m) of this section. 
} 12 ch 74 SLA 1985; am §§ 1, 2 rh 91 SLA 1985; am § 44 ch 37 SLA 1986; am $8 2 —  4 ch 70 SLA 1986; am § 3 ch 66 SLA 1991; am § 1 ch 85 SLA 1991; am § 14 ch 93 SLA 
1991; am § 1 ch 54 SLA 1992; am § 4 ch 97 SLA 1992; am E.O. No. 99 5 71 (1997); am 
j 81 ch 21 SLA 2000; am § 2 ch 117 SLA 2000; am § 8 ch 136 SLA 2000; am § 1 ch 23 
SLA 2001; am § 1 ch 42 SLA 2002; am § 1 ch 140 SLA 2004; am § 1 ch 44 SLA 2006)

D e la y e d  a m e n d m e n t .  —  U n d e r  secs. 3  a n d  19, ch . 
117, S L A  2 0 0 0 , a s  a m e n d e d  b y  se c . 2 , c h . 7 4 , S L A  
2003, e f fe c t iv e  J u ly  1, 2 0 0 7 , s u b s e c t io n  (a )  w i l l  be 
jm ended . S u b s e c t io n  (a )  w i l l  re a d , o n  J u ly  1 , 2 0 0 7 , as 
follow*: “ (a )  T h e  fo l lo w in g  p r o p e r t y  is  e x e m p t f r o m  
general ta x a t io n :

*(1) m u n ic ip a l  p ro p e r ty ,  in c lu d in g  p r o p e r t y  h e ld  b y  
i  p u b lic  c o rp o r a t io n  o f  a  m u n ic ip a l i t y ,  s ta te  p ro p e r ty ,  
p roperty  o f  th e  U n iv e r s i t y  o f  A la s k a ,  o r  la n d  t h a t  is  in  
A t  t r u s t  e s ta b lis h e d  b y  th e  A la s k a  M e n ta l  H e a l th  
E n a b ling  A c t  o f  1 9 5 6 , P L .  8 4 -8 3 0 , 7 0  S ta t .  7 0 9 , e x c e p t 

that
• 'A ) a p r iv a te  le a s e h o ld , c o n t r a c t ,  o r  o th e r  in te r e s t  

x  the  p r o p e r ty  is  ta x a b le  to  th e  e x te n t  o f  th e  in te r e s t ;
*<B) n o tw i th s ta n d in g  a n y  o th e r  p r o v is io n  o f  la w , 

p roperty  a c q u ire d  b y  a n  a g e n c y , c o r p o r a t io n ,  o r  o th e r  
ro t i ty  o f  th e  s ta te  th r o u g h  fo re c lo s u re  o r  d e e d  in  l ie u  
i f  fo re c lo s u re  a n d  r e ta in e d  a s  a n  in v e s tm e n t  o f  a  s ta te  
en tity  is  ta x a b le ;  t h is  s u b p a r a g r a p h  d o e s  n o t  a p p ly  to  
federal la n d  g r a n te d  to  th e  U n iv e r s i t y  o f  A la s k a  u n d e r  
AS 1 4 .4 0 .3 8 0  o r  1 4 .4 0 .3 9 0 , o r  to  o th e r  la n d  g r a n te d  to  
A t  u n iv e r s it y  b y  th e  s ta te  to  re p la c e  la n d  t h a t  h a d  
Seen g ra n te d  u n d e r  A S  1 4 .4 0 .3 8 0  o r  1 4 .4 0 .3 9 0 , o r  to  
ia d  c o n v e y e d  b y  th e  s ta te  to  th e  u n iv e r s i t y  u n d e r  A S  
it.4 0 .3 6 5 ;

VC ) a n  o w n e r s h ip  in t e r e s t  o f  a  m u n ic ip a l i t y  in  re a l 
p rope rty  lo c a te d  o u ts id e  th e  m u n ic ip a l i t y  a c q u ire d  
if ie r  D e c e m b e r 3 1 , 1 99 0 , is  ta x a b le  b y  a n o th e r  m u ­
n ic ip a lity ; h o w e v e r , a  b o ro u g h  m a y  n o t  t a x  a n  in t e r e s t  
x  re a l p r o p e r ty  lo c a te d  i n  th e  b o ro u g h  a n d  o w n e d  b y  
» c t y  in  t h a t  b o ro u g h ;

*12) h o u s e h o ld  f u r n i t u r e  a n d  p e rs o n a l e f fe c ts  o f  
a tm b e rs  o f  a  h o u s e h o ld ;

‘ 3 j  p r o p e r ty  u s e d  e x c lu s iv e ly  fo r  n o n p r o f i t  r e l i -  
pou*, c h a r i ta b le ,  c e m e te ry ,  h o s p i ta l ,  o r  e d u c a t io n a l 
Purposes;

* 4 ;  p r o p e r ty  o f  a  n o n b u s in e s s  o r g a n iz a t io n  co m - 
Z *e d  e n t i r e ly  o f  p e rs o n s  w i t h  9 0  d a y s  o r  m o re  o f  
*ctive s e rv ic e  in  th e  a rm e d  fo rc e s  o f  th e  U n i te d  S ta te s  
“ hose c o n d it io n s  o f  s e rv ic e  a n d  s e p a r a t io n  w e re  o th e r  
'Jiao d is h o n o ra b le ,  o r  th e  p r o p e r t y  o f  a n  a u x i l ia r y  o f  
J u t  o rg a n iz a t io n ;

VS; m o n e y  o n  d e p o s it ;
a'6 j  th e  r e a l  p r o p e r ty  o f  c e r ta in  r e s id e n ts  o f  th e  

lU te  to  th e  e x te n t  a n d  s u b je c t  to  th e  c o n d it io n s  
Jrov ided in  (e ) o f  t h is  s e c tio n ;

“ (7 ) r e a l p r o p e r ty  o r  a n  in t e r e s t  in  r e a l p r o p e r ty  t h a t  
is  e x e m p t f r o m  t a x a t io n  u n d e r  4 3  U .S .C . 1 6 2 0 (d ), a s  
a m e n d e d ;

* (8 )  p r o p e r ty  o f  a  p o l i t i c a l  s u b d iv is io n ,  a g e n cy , c o r  
p o ra t io n ,  o r  o th e r  e n t i t y  o f  th e  U n i te d  S ta te s  to  th e  
e x te n t  r e q u ir e d  b y  fe d e ra l la w ,  e x c e p t t h a t  a  p r iv a te  
le a s e h o ld , c o n t r a c t ,  o r  o th e r  in t e r e s t  i n  th e  p r o p e r ty  is  
ta x a b le  to  th e  e x te n t  o f  t h a t  in t e r e s t  u n le s s  th e  
p r o p e r ty  is  lo c a te d  o n  a  m i l i t a r y  b ase  o r  in s t a l la t io n  
a n d  th e  p r o p e r t y  in t e r e s t  is  c ic a te d  u n d e r  1 0  U .S .C . 
2 8 7 1  - 2 8 8 5  ( M i l i t a r y  H o u s in g  P r iv a t iz a t io n  I n i t i a ­
t iv e ) ,  p ro v id e d  t h a t  th e  le a s e h o ld e r  e n te rs  in t o  a n  
a g re e m e n t to  m a k e  a  p a y m e n t  in  l ie u  o f  ta x e s  to  th e  
p o l i t ic a l  s u b d iv is io n  t h a t  h a s  ta x in g  a u t h o r i t y ;

“ (9 )  n a t u r a l  re s o u rc e s  in  p la c e  in c lu d in g  c o a l, o re  
b o d ie s , m in e r a l  d e p o s its ,  a n d  o th e r  p ro v e n  a n d  u n ­
p ro v e n  d e p o s its  o f  v a lu a b le  m a te r ia ls  la id  d o w n  b y  
n a t u r a l  p ro ce sse s , u n h a rv e s te d  a q u a t ic  p la n ts  a n d  
a n im a ls ,  a n d  t im b e r . *

I f  ch . 136 , S L A  2 0 0 0  w a s  n o t  v a l id ly  e n a c te d , 
s u b s e c t io n  (a )  w i l l  re a d , o n  J u ly  1, 2 0 0 7 , a s  fo l lo w s :  
“ (a )  T h e  fo l lo w in g  p r o p e r ty  is  e x e m p t f r o m  g e n e ra l 
ta x a t io n :

* (1 )  m u n ic ip a l  p ro p e r ty ,  in c lu d in g  p r o p e r ty  h e ld  b y  
a  p u b l ic  c o r p o r a t io n  o f  a  m u n ic ip a l i t y ,  o r  s ta te  p r o p ­
e r ty ,  o r  la n d  t h a t  is  in  th e  t r u s t  e s ta b lis h e d  b y  th e  
A la s k a  M e n ta l  H e a l th  E n a b l in g  A c t  o f  1 95 6 , P .L . 
8 4 -8 3 0 , 7 0  S ta t .  7 0 9 , e x c e p t t h a t  

* (A )  a  p r iv a te  le a s e h o ld , c o n t ra c t ,  o r  o th e r  in t e r e s t  
in  th e  p r o p e r ty  is  ta x a b le  to  th e  e x te n t  o f  th e  in te r e s t ;

" (B )  n o tw i th s ta n d in g  a n y  o th e r  p ro v is io n  o f  la w , 
p r o p e r ty  a c q u ire d  b y  a n  a g e n c y , c o rp o ra t io n ,  o r  o th e r  
e n t i t y  o f  th e  s ta te  th r o u g h  fo re c lo s u re  o r  d e e d  in  l ie u  
o f  fo re c lo s u re  a n d  r e ta in e d  as a n  in v e s tm e n t  o f  a  s ta te  
e n t i t y  is  ta x a b le ;  t h i s  s u b p a r a g r a p h  does n o t  a p p ly  to  
fe d e ra l la n d  g r a n te d  to  th e  U n iv e r s i t y  o f  A la s k a  u n d e r  
A S  1 4 .4 0 .3 8 0  o r  1 4 .4 0 .3 9 0 , o r  to  o th e r  la n d  g r a n te d  to  
th e  u n iv e r s i t y  b y  th e  s ta te  to  re p la c e  la n d  t h a t  h a d  
b ee n  g r a n te d  u n d e r  A S  1 4 .4 0 .3 8 0  o r  1 4 .4 0 .3 9 0 ;

‘ (C ) a n  o w n e r s h ip  in t e r e s t  c f  a  m u n ic ip a l i t y  i n  re a l 
p r o p e r ty  lo c a te d  o u ts id e  th e  m u n ic ip a l i t y  a c q u ire d  
a f te r  D e c e m b e r  3 1 , 1 9 9 0 , is  ta x a b le  b y  a n o th e r  m u ­
n ic ip a l i t y ;  h o w e v e r ,  a  b o ro u g h  m a y  n o t  t a x  a n  in te r e s t  
in  r e a l p r o p e r ty  lo c a te d  in  th e  b o ro u g h  a n d  o w n e d  b y  
a  c i t y  in  t h a t  b o ro u g h ;
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■.

a i

^  taxes levied upon the land or upon the taxable interest in th e  land during a single tax 
year, but the credit may be granted for more than one ygar. I f  the credit is gnmted for 
^ re  than one year and the lam ror taxable interest in n\e  land is conveyed, jme portion 
of the credit remaining is extinguished. The ordinance may lim it the ava ilab ility o f a 
credit to some, but not a ll types of improvements fdhwhich a credit may tVgranted under 
this section and to someynut not a ll areas of tjte municipality. A cnrait may only be 
panted for an improvement tha t has been constructed in compliiprfce w ith state and 
federal laws. A credit /nay not be granted fop/an improvement
(1) required under 3tate or federal law;
(2) located morythan 150 feet from theihean high tide line oy'ordinary high water line; 

in this paragraph; “ordinary high watep/nne” means tha t linyon the shore o f the nontidal 
portion o f a river or stream tha t reflects the highest leveKof water during an ord ii 
year and is established by fluctuations of water and indurated by physical character 
such as a cjVar, natural line impressed on the bank, shelving, changes in the character o f 
soil, destruction of terrestria l/vegetation, the prepence o f litte r and deb ris /n r other 
appropriate means tha t consider the characterises of the surrounding are§

iepealed, § 3 ch 41&LA 1995.]
Before an ordinance is adopted under (a /o f this section, it must be approved by the 
lissioner of fish and game. The comimssioner of fish and gamer ?hall approve a 

proposed ordinance tfxhe improvements far which a credit is authorised aid in protecting 
or restoring habita^as required under tjrla section w ithout regard t/th e  percentage o f the 
total protection or restoration tha t am id be achieved by ideal improvement measures. 
Within 60 days/after receipt of a proposed ordinance, the commissioner of fish and game 
shall notify ttft municipality in w ritin g as to whether the proflosed ordinance is approve 
or disapproved and, i f  the proposed ordinance is disapproved, shall state the basis for tha t 
determi^mion. (§ 1 ch 40 SJA  1994; am §§ 1 —  3 ch SLA 1995; am § 1 ch 3^S L A  
2 0 0 0 )

E f f e c t  o f  a m e n d m e n t * .  V T h e  1 9 9 5  a m e n d m e n t ,  
* f fe c t iv e  A u g u s t  2 3 ,1 9 9 5 ,  d e le te d  “ a n d  c e r t i r ie d  b y  th e  
D e p a r tm e n t  o f  F is h  a n /  G a m e  u n d e r  (c ) o f  t h is  
a c t io n ”  f r o m  th e  e n d  o r t h e  n e x t - to - la s t  s e n te n c e  in  
lu b s e c t io n  (b ) ; re p e a le d  fo r m e r  s u b s e c t io n  (.c), r e la t in g  
\ o  c r i t e r ia  b y  th e  d e p a r tm e n t  in  d e t e r m in in g  w h e th e r  
sc  im p r o v e m e n t  is  e f fe c t iv e  in  a c c o m p lis h in g  th e

p u rp o s e s  l is t e d  in  l a X l )  o r  (a X 2 ) ; a n d / f t d e d  s u b s e c ­
t i o n / ! ) .

tie  2 0 0 0  a m e n d m e n t ,  e fT e c t iW A u g u s t  9 , 2 0 0 0 , 
ib s t i t u t c d  “ a  r i v e r ’  f o r  “ th e  K e n a i R iv e r  o r  a  t r i b u ­

t a r y  o f  t h e  K e n a i  R iv e r ”  in  p M ’B g ra p h *  ( a X l )  a n d
fa X 2 ) .

Sec. 29.45.050. O p tio na l exem ptions and exclusions, (a) A municipality may 
exclude or exempt or pa rtia lly exempt residential property from taxation by ordinance 
ratified by the voters at an election. An exclusion or exemption authorized by th is 
subsection may be applied w ith respect to taxes levied in a service area to fund the special 
services. An exclusion or exemption authorized by th is subsection may not exceed the 
assessed value o f $20,000 for any one residence.
<b) A municipality may by ordinance
( !) classify and exempt from taxation
CA) the property o f an organization not organized for business or pro fit-making 

purposes and used exclusively for community purposes i f  the income derived from rental 
of tha t property does not exceed the actual cost to the owner o f the use by the renter;
B) historic sites, buildings, and monuments;
(C) land of a nonprofit organization used for agricu ltu ra l purposes i f rights to 

subdivide the land are conveyed to the state and the conveyance includes a covenant 
restricting use o f the land to agricu ltura l purposes only; rights conveyed to the state 
under th is subparagraph may be convey1'd by the state only in accordance w ith AS 
38.05.069(c);
I'D) a ll or any portion o f private ownership interests in property that, based upon a 

w ritten agreement w ith the University of Alaska, is used exclusively for student housing
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for the University of Alaska; property may be exempted from taxation under this 
subparagraph for no longer than 30 years unless the exemption is specifically extended 
by ordinance adopted w ith in the six months before the expiration o f that period;

(2 ) classify as to type and exempt or partia lly exempt some or a ll types of personal 
property from ad valorem taxes.
(c) The provisions o f (a; o f this section notwithstanding,
( 1 ) a borough may, by ordinance, adjust its property tax structure in whole or in part 

to the property tax structure o f a city 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 firs t class city has the same power to grant exemptions or exclude 

property from borough taxes tha t it has as to city taxe3 i f
(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 o f the exemptions or exclusions, the amount to be determined annually 
by the assembly;

(3) a city in a borough may, by ordinance, adjust its property tax structure in whole or 
in part to the property tax structure o f the borough, including but not limited to 
exempting or pa rtia lly exempting property from taxation.
(d) Exemptions or exclusions from property tax tha t have been granted by a home rule 

m unicipality in addition to exemptions authorized or required by law, and that are in 
effect on September 10, 1972, and not la te r w ithdrawn, are not affected by this chapter.
(e) A municipality may by ordinance classify and exempt or partia lly 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, lb  be eligible for a 
tax exemption, or partia l exemption, the easement must be in perpetuity. The easement 
is automatically term inated before an eminent domain taking o f fee simple title or leu 
than fee simple title  to the property, so tha t the property owner is compensated at a rate 
tha t does not reflect the easement grant. The municipality may provide by ordinance 
that, i f  the area subject to the easement is sold, leased, or otherwise disposed of for uses 
incompatible w ith the easement or i f  the easement is conveyed to the owner of the 
property, the owner must pay to the municipality a ll or a portion o f the amount of the tax 
exempted, w ith interest.
(f) A municipality may by ordinance exempt from taxation a ll or part of the increase in 

assessed value of improvements to real property i f  an increase in assessed value u 
directly attributable to alteration o f the natural features of the land, or new maintenance, 
repair, or renovation o f an existing structure, and i f  the alteration, maintenance, repair, 
or renovation, when completed, enhances the exterior appearance or aesthetic quality of 
the lfn d  or structure. An exemption may not be allowed under th is subsection for the 
construction o f an improvement to a structure i f  the principal purpose of the improve­
ment is to increase the amount of space for occupancy or nonresidential use in the 
structure or for the alteration o f land as a consequence o f construction activity. A° 
exemption provided in this subsection may continue for up to four years from the date tn 
improvement is completed, or from the date o f approval for the exemption by the Iocw 
assessor, whichever is later.
(g) A municipality may by ordinance exempt from taxation a ll or part of the incre*^ 

in assessed value o f improvements to a single-fam ily dwelling i f  the principal purpo** 
the improvement is to increase the amount o f space for occupancy. An exemption P1̂  ^ 
in th is subsection may continue for up to two years from the date the improveineP ,  
completed, or from the date o f approval of an application for the exemption by the 
assessor, whichever is later.
(h) A municipality may by ordinance pa rtia lly or wholly exempt, land from a tax»° 

protection service and fire protection facilities and may levy the tax only on imp 
ments, including personal property affixed to the improvements.
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unicipo lity may hy ordinance approved by the voters exempt from taxation the 
'"•value that exceeds $150,000 o f real property owned and occupied as a 
t place o f abode by a resident who is 
years of age or older; 
disabled veteran, including a person who was disabled in the line o f duty while 
the Alaska Territo ria l Guard; or 

i t  least 60 years old and a widow or widower of a person who qualified for an 
*pn under (1) or (2) o f th is subsection.
m unicipality may by ordinance approved by the voters exempt real or personal 
• in a taxing un it used in processing tim ber after it has been delivered to the 
ing site from up to 75 percent of the rate o f taxes levied on other property in tha t 
unit. An ordinance adopted under this subsection may not provide for an 
fcion tha t exceeds five years in duration. In this subsection “taxing un it” means a 
apa lity and includes
ca service area in a unified municipality or borough;
; the entire area outside cities in a borough; and 
' a differentia l tax zone in a city.
*A municipality may by ordinance approved by the voters exempt from taxation 
tion control facilities tha t meet requirements of the United States Environmental 
Action Agency or the Department of Environmental Conservation. An ordinance 
ted under th is subsection may not provide for an exemption tha t exceeds five y< rs 
dration.
A m unicipality may by ordinance exempt from taxation an interest, other than 
‘ ownership, in real property o f an individual residing in the property i f  the property 

been developed, improved, or acquired w ith federal funds for low-income housing and 
vned or managed as low-income housing by the Alaska Housing Finance Corporation 

‘̂ ile r AS 18.55.100 —  18.55.960 or by a regional housing authority formed under AS 
16,55.996. However, the corporation may make payments to the municipality or political 
{pbdivision for improvements, services, and facilities furnished by it for the benefit o f a 
fu s in g project, and this subsection does not prohib it a municipality from receiving those 
- payments or any payments in lieu of taxes authorized under federal law.

(m) A municipality may by ordinance partia lly or to ta lly exempt a ll or some types of 
economic development property from taxation for up to five years. The municipality may 
provide for renewal of the exemption under conditions established in the ordinance. 
However, under a renewal, a municipality tha t is a school d is tric t may only exempt a ll or 
a portion o f the amount o f taxes tha t exceeds the amount levied on other property for the 

a school d is tric t. A municipality may by ordinance perm it deferral o f payment o f taxes on 
all or some types o f 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 o f the proposed ordinance made available at a public hearing on it contain w ritten 
notice tha t the ordinance, i f adopted, may be repealed by the voters through referendum. 
An ordinance adopted under th is subsection must include specific e lig ib ility require­
ments and require a w ritten application for each exemption or deferral. In th is 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
(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 
i A) creates employment in the municipality;
< B) generates sales outside o f the municipality of goods or services produced in the

municipality; or
(C) m ateria lly reduces the importation o f goods or services from outside the munici­

pality; and
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(3) has not been us d 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 i f  the property was used in the same trade or business in an area that has been 
annexed to the municipality w ith in six months before the application for deferral or 
exemption is filed; this paragraph does not apply to inventories.
(n) A municipality may by ordinance classify as to type inventories intended for export 

outside the state and partia lly or to ta lly exempt a ll or some types o f those inventories 
from taxation. The ordinarce may provide for different levels o f exemption for different 
classifications of inventories. An ordinance adopted under this subsection must include 
specific e lig ib ility requirements and require a w ritten application, which shall be a public 
document, for each exemption.
(o) A municipality may by ordinance pa rtia lly or to ta lly exempt a ll or some types of 

deteriorated property from taxation for up to 10 years 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 perm it deferral of 
payment of taxes on a ll or some types o f deteriorated property for up to five years 
beginning on or any time after the day substantial rehabilita tion, renovation, demolition, 
removal, or replacement of any structure on the property begins. However, i f 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 
tha t year. Only one exemption and only one deferral may be granted to the same property 
under th is subsection, and, i f an exemption and a deferral are granted to the same 
property, both may not be in effect on the same portion of the pi operty during the same 
time. An ordinance adopted under th is subsection must include specific eligibility 
requirements and require a w ritten application for each exemption or deferral. Aii 
application for a deferral must specify when payment of taxes for each year of defethl 
w ill become due, together w ith an explanation o f the reasons for each proposed date ft* 
consideration by the municipality. In this subsection, “deteriorated property” means real 
property that is commercial property not used for residential purposes or that U 
m u lti-un it residential property w ith at least eight residential units, and that meets one 
of the following requirements: , ’
(1) w ith in the last five years, has been the subject of an order by a government agetuj 

requiring environmental remediation of the property or requiring the property to be 
vacated, condemned, or demolished by reason of noncompliance w ith laws, ordinances, 
regulations;
(2) has a structure on it not less than 15 years o f age tha t has undergone substantial 

rehabilita tion, renovation, demolition, removal, or replacement, subject to any condition* 
prescribed in the ordinance; or i %
(3) is located in a deteriorating or deteriorated area w ith boundaries that have beeQ 

determined by the municipality. .
(p) A municipality may by ordinance partia lly or to ta lly exempt from taxatiQPJ 

private leasehold, contract, or other interest held by or through an applicant or prof 
applicant in any property, assets, project, or development project owned by the
Industria l Development and Export Authority under AS 44.88. Nothing in this . 
prohibits a municipality from entering into an agreement and receiving payments ifly S  
o f taxes authorized under AS 44.88.140(b). A ft
(q) A municipality may by ordinance partia lly or to ta lly exempt from taxation 

from which timber is harvested that is infested by insects or at risk o f being infe** 
insects due to an infestation in the area in which the land is located. A municipal1*^ 
provide tha t an exemption for land under th is subsection applies only to in
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eased value tha t result from the tim ber harvest. A municipality may by ordinanos 
Fprtia lly or to ta lly exempt from taxation improvements to real property, including 
| personal property affixed to the improvements, i f  the improvements are 
[ ,(1) located on land from which tim ber is harvested that is infested by insects or a t risk 
f J  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 
ganger o f insect infestation.
(r) A municipality may by ordinance exempt from taxation an amount not to 

$10 ,000  o f the assessed value of real property owned and occupied as a permanent place 
(/abode by a resident who provides in the municipality volunteer ( 1 ) fire figh ting services 
and is certified as a fire fighter by the Department of Public Safety, or (2) emergency 
aiedical services and is certified under AS 18.08.082. I f two or more individuals are 
eligible for an exemption for the same property, not more than two exemptions may be 
granted. (§ 12 ch 74 SLA 1985; am § 1 ch 103 SLA 1985; am 5 5 ch 70 SLA 1986; am ft 1 
eh 151 SLA 1988; am § 2 ch 73 SLA 1989; am § 1 ch 98 SLA 1989; am 5 15 ch 93 SLA 
19 9 1; am § 1 )7 ch 4 FSSLA1992; am § 1 ch 66 SLA 1933; am 5 1 ch 7 SLA 1994; am 5 1  
eh 65 SLA 1994; am § 1 ch 40 SLA 1995; am § 1 ch 70 SLA 1998; a m }} 1, 2 ch 8 SLA 
1999; am § 4 ch 117 SLA 2000; am § 1 ch 54 SLA 2002; am § 1 ch 64 SLA 2002; am M 2 , 
j  ch 140 SLA 2004; am 5 40 ch 56 SLA 2005; am § 2 ch 44 SLA 2006)

R e v ia o r ’a  n o t e s .  —  S u b s e c t io n  ( h )  o f  t h i s  s e c t io n  
r u  e n a c te d  aa  A S  2 9 .5 3 .0 2 5 (h ) .  R e n u m b e re d  in  1 9 8 5 . 

C hap te r 1 0 3 , S L A  1 9 8 5  a ls o  e n a c te d , i n  4  2 , A S  
9 .6 3 .0 6 6 , w h ic h  p ro v id e s  a n  e x e m p t io n  id e n t ic a l  to  
tha t s e t o u t  i n  ( h )  o f  t h i s  s e c t io n  f r o m  ta x e s  le v ie d  
aader fo r m e r  A S  2 9 .6 3 , re p e a le d  b y  4  8 8 , c h . 7 4 , S L A  
1965. T h e  p r o v is io n s  o f  fo r m e r  A S  2 9 .6 3  w e re  s u b s ta n -  
ia lly  in c o rp o ra te d  i n  A S  2 9 .4 5 , a n d  th e  a d d i t io n  o f  

ro bse c tio n  (h )  t o  A S  2 9 .4 5 .0 5 0  m a k e s  i t  u n n e c e s s a ry  
| t  c o d ify  9 2 , c h . 1 03 , S L A  1 98 5  to  a c h ie v e  th e  
le g is la tu re ’s p u rp o s e .

S u b s e c tio n  i r )  w a s  e n a c te d  as (q ) ;  r e le t t e r e d  in  
*002.

C ro s s  r e f e r e n c e s .  —  F o r  a u t h o r i t y  to  m a k e  a n  
o rd inance  a d o p te d  u n d e r  s u b s e c t io n  (q )  r e t r o a c t iv e  to  
J a nu a ry  1, 2 0 0 1 , see 9  2 , ch . 6 4 , S L A  2 0 0 2 .

E f f e c t  o f  a m e n d m e n t * .  —  T h e  1 9 9 2  a m e n d m e n t ,  
e ffective J u ly  1, 199 2 , r e w r o te  s u b s e c t io n  ( /) .

The 1 993  a m e n d m e n t ,  e f fe c t iv e  S e p te m b e r  2 2 ,
1993, in  s u b s e c t io n  (n ) ,  d e le te d  th e  fo r m e r  s e c o n d  a n d  
th ird  se n te n c e s .

The f i r s t  1 99 4  a m e n d m e n t ,  e f fe c t iv e  J u ly  5 , 1 99 4 , 
added p a r a g r a p h s  (b X 6 M b X 9 )  a n d  m a d e  a  r e la te d  
s ty lis tic  c h a n g e .

The se co n d  1 9 9 4  a m e n d m e n t ,  e f fe c t iv e  A u g u s t  2 3 ,
1994, a d d e d  fo r m e r  s u b p a r a g r a p h  (b X 2 X D ) .

The  1 9 9 5  a m e n d m e n t ,  e f fe c t iv e  A u g u s t  2 3 , 1 9 9 5 , 
rew ro te  s u b s e c t io n  (b ).

The 1 9 9 8  a m e n d m e n t ,  e f fe c t iv e  J u ly  1, 1 9 9 8 , a d d e d  
subsection  (o ).

The 1 9 9 9  a m e n d m e n t ,  e f fe c t iv e  J u ly  1, 1 9 9 9 , in  
subsection  (o ), in s e r te d  “ o r  t o t a l ly *  in  th e  f i r s t  s e n - 
knee, in s e r te d  “b e g in n in g  o n  o r  a n y  t im e *  in  th e  f i r s t  
* °d  second  s e n te n c e s , s u b s t i t u te d  “ a n y *  f o r  " o n ly " ,  
fe le te d  “ a t t r ib u ta b le  to  t h a t  p a r t *  f o l lo w in g  “ t a x  p a y ­
m ents" n e a r  th e  e n d  o f  th e  t h i r d  s e n te n c e , s u b s t i t u te d  
T h e  a m o u n t  d e fe r re d  e a c h  y e a r  is  a  l ie n  o n  t h a t  
P roperty  f o r  t h a t  y e a r "  fo r  “ a n d  th e  d e fe r r a l  a t t r i b u t -  
*ble to  t h a t  p a r t  e n d s * , a d d e d  ‘ a n d ,  i f  a n  e x e m p t io n  

» d e fe r ra l  a re  g r a n te d  to  th e  s a m e  p r o p e r ty ,  b o th

m a y  n o t  b e  in  e f fe c t o n  th e  s a m e  p o r t io n  o f  th e  
p r o p e r t y  d u r in g  th e  s a m e  t im e ’  a t  t h e  e n d  o f  t h e  f i f t h
s e n te n c e , . id  a d d e d  th e  n e x t - to - la s t  S e n te nce .

T h e  2 0 o 0  a m e n d m e n t ,  e f fe c t iv e  J u ly  1 , 2 0 0 0 , a d d e d  
s u b s e c t io n  (p ).

T h e  f i r s t  2 0 0 2  a m e n d m e n t ,  e f fe c t iv e  J a n u a r y  1,
2 0 0 3 , a d d e d  s u b s e c t io n  ( r ) .

T h e  se con d  2 0 0 2  a m e n d m e n t ,  e f fe c t iv e  J u n e  2 0 , 
2 0 0 2 , a d d e d  s u b s e c t io n  (q ).

T h e  2 0 0 4  a m e n d m e n t ,  e f fe c t iv e  S e p te m b e r  2 8 ,
2 0 0 4 , in  s u b s e c t io n  (a ) , in s e r te d  th e  s e c o n d  s e n te n c e , 
a n d  s u b s t i t u te d  ‘ s u b s e c t io n ’  f o r  ‘ s e c t io n *  a n d  
“ $ 2 0 ,0 0 0 “  fo r  ’ $ 1 0 ,0 0 0 ' in  th e  la s t  s e n te n c e ; a n d ,  in  
s u b s e c t io n  (o ), s u b s t it u te d  “ 1 0  y e a r s "  f o r  “ f iv e  y e a n *  in  
th e  f i r s t  s e n te n c e , in s e r te d  “ d e m o l i t io n ,  re m o v a l*  
th r e e  t im e s ,  a d d e d  ‘ m e e ts  o n e  o f  th e  fo l lo w in g  re ­
q u ir e m e n ts :*  a t  th e  e n d  o f  th e  in t r o d u c to r y  la n g u a g e , 
a n d  in s e r te d  “ w i t h in  th e  la s t  f iv e  y e a n *  a n d  " e n v ir o n ­
m e n ta l  r e m e d ia t io n  o f  th e  p r o p e r ty  o r  r e q u i r in g "  in  
p a r a g r a p h  (1 ).

T h e  2 0 0 5  a m e n d m e n t,  e f fe c t iv e  J u n e  2 5 , 2 0 0 6 , 
u p d a te d  a  fe d e ra l re fe re n c e  n e a r  th e  e n d  o f  th e  
in t r o d u c to r y  la n g u a g e  i n  s u b s e c t io n  (m ) .

T h e  2 0 0 6  a m e n d m e n t ,  e f fe c t iv e  A u g u s t  2 3 , 2 0 0 6 , 
in s e r te d  “ e n t i r e "  in  th e  t h i r d  s e n te n c e  o f  s u b s e c t io n  
(o ), d e le te d  "o r, i f  o w n e n h ip  o f  a n y  p a r t  o f  th e  p ro p ­
e r t y  is  t r a n s fe r r e d ,  a l l  ta x  p a y m e n ts  a re  im m e d ia te ly  
d u e *  a t  th e  e n d  o f  th B t  s e n te n c e , a n d  a d d e d  th e  fo u r th  
a n d  e ig h th  s e n te n ce s .

E d i t o r ’s  n o te s .  —  S e c tio n  3 , c h . 6 4 ,  S L A  2 0 0 2 , 
p ro v id e s  t h a t  s u b s e c t io n  (q ) is  r e t r o a c t iv e  to  J a n u a r y  
1, 2 0 0 1 .

S e c t io n  4 , ch . 4 4 , S L A  2 0 0 6 , re p e a le d  9 2 , c h . 8 , S L A  
1 9 9 9 , a s  a m e n d e d  b y  9 1. ch . 1 0 2 , S L A  2 0 0 2 , a n d  9 4 , 
c h . 1 4 0 , S L A  2 0 0 4 , w h ic h  h a d  d ir e c te d  th e  J u ly  1, 
2 0 1 0 , re p e a l o f  (o )  o f  t h is  s e c tio n .

L e g i s l a t i v e  h i s t o r y  r e p o r t * .  —  F o r  le g is la t iv e  
le t t e r  o f  in t e n t  in  c o n n e c tio n  w i t h  th e  e n a c tm e n t  o f  
( m )  a n d  (n )  o f  t h i s  s e c t io n  b y  c h . 9 8 , S L A  1 9 8 9  (S C S  
C S H B  2 7 2 (F in )  a m  S ), see 1 9 8 9  S e n a te  J o u r n a l  186 6 .
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Mayor Mark Begich O ffic e  o f the M a y o r

A p ril 16, 2007

The Honorable M ax Gruenberg 
Alaska State Legislature 
State Capito l, Room 110 
Juneau, A K  99801-1182

Dear Representative Gruenberg:

I understand your House B ill 67, which seeks to im prove pub lic safety in Alaska communities 
where high rates o f crim e may occur, has been referred to the House Rules Committee. As you 
know, the M un ic ip a lity o f Anchorage (MO A ) supported the o rig ina l version o f HB67, which 
sought to im prove pub lic safety in Alaska communities. We were pleased the b ill expands the 

, potentia l tax cred it to $150,000 fo r police officers to locate in high crime neighborhoods, and
makes it subject to local approval.

CSHB 67(F IN ) also w ill affect municipal taxation o f property owned by Alaska Pacific 
University. In add ition, the new version o f the b ill grants tax exempt status to certain fraternal 
organizations, subject to local approval. The MOA has no objection to these provisions.

We appreciate the opportun ity to comment on the latest version o f HB 67 and are pleased to 
answer any questions the comm ittee may have. Thank you fo r working on this legislation.

Sincerely,

M ark Begich 
M ayor

('

C o m m u n i t y ,  S e c u r i t y ,  P r o s p e r i t y

http://www.Tnuni.org


Alaska Pacific University
President:
Douglas M. North

C k u r:
John Niles Wanamaker

\lct Chair:
Harry McDonald

Secretary:
Trigg Davis

Treasurer:
Han Sieberts

David Beal 
M ary Bettis 
Cari 3rady, Jr.
Larry Cash 
SLoger Chan 
Trigg Davis 
SCenaeth Donajkowski 
1 :k Gamble 
&od Gillam 
Hatberine Gottlieb 
R.obert Gottstein 
Lydia Hays 
Pxtncia Brown Heller 
Christopher Hodel 
Karen L. Hunt 
Francis T. Hurley 
Dcoald Keil, Jr.
Shane I angland 
Bocme Mehner 
Teresa Nelson 
Lianc Pelletier 
Extend Rasmuson 
Barbara Dadd Shaffer

A p ril 12, 2C J7

The Honorable Max Gruenberg 
A laska State House o f Representatives 
State Capito l, Room 110 
Juneau, A K  99801-1182

Dear Representative Gruenberg:

I am w ritin g to express the support o f Alaska Pacific U n ive rs ity fo r CSHB67 (F IN ). 
Enactment o f this b ill w ill place a ll o f A laska’s accredited post-secondary 
educational institutions on a level playing fie ld w ith the Un ive rs ity o f Alaska in the 
realm o f property taxation and enable these institutions to improve the important 
educational services they provide to Alaskans. In addition, section one o f the b ill 
affords A laska Pacific Un ivers ity the important benefit o f fisca l pred ictab ility . Since 
APU ’s inception, fo rty seven years ago, APU campus property has never been taxed. 
Then, in 2006, the M un ic ipa lity changed its interpretation o f state law and sent tax 
assessments to APU respecting certain build ings on campus. CSHB67 (F IN ) w ill 
resolve the interpretation issue, re-establish the status quo, and provide fiscal 
s ta b ility fo r APU.

It should be noted that ihe M un ic ipa lity o f Anchorage is in support o f the b ill as 
w ritten because it provides the M un ic ipa lity w ith the a b ility to tax the lessee on 
leasehold improvements. This provision ensures that the tax benefits are 
experienced on ly by the accredited educational institu tion and on ly fo r the purpose 
o f enhancing the ir educational services.

We appreciate the opportun ity to comment and strongly recommend passage o f the 
b ill.

W ith good wishes,

Charles Totemoff 
George Walton

W illiam Sheffield 
RachU Lieder Simeon 
Mark Tabbutt

Ral West
Donald G. Wilson 
Eric E. Wohlforth

4101 U n ive rs ity  D riv e *A n c h o fa g e *A U a k a *9 9 5 0 8  
Phone: (9 0 7 ) 564-8201 •  F ix :  (9 07 ) 562-2337  

w w w .a la ilu p a c ific .e d u  /  p reao fl@ aU akapacific .edu

http://www.alailupacific.edu
mailto:preaofl@aUakapacific.edu


P lease e n te r in to  the re c o rd  m y te s tim o n y to  the H ouse F in an ce
com m ittee  nam e

C om m itte e  on H B  67 , da ted 4 -1 1 -0 7
bill # /  subject public  hearing date

On behalf of the KPB Administration, we are more comfortable with the 
current version of the bill that came out of the House Finance Committee 
on Apri l 11th. We are pleased to see the mandatory exemption removed for 
the leasehold interest of University properties. In addition, we are also 
pleased to see that the fraternal organization exemptions would have to be 
approved by an ordinance ratified by the voters of a municipality. Finally, 
we feel more comfortable having an optional exemption available to peace 
officers.

/Vhile we are more comfortable with House Bill 67 and do not oppose its 
passage, we will monitor HB 67 as it continues through the legislative 
process and may provide further comment depending on the changes. We 
do oppose any amendments to House Bill 67 that would mandate 
exemptions contained in section two of the bill.

S ig n e d :  Shane H o ra n _______________________________
T estifier

A ssesso r fo r th e K e n a i P e n in su la B o ro u g h 
llepresenting (op tiona l)

 144 N  B ink ley  So ldo tna , A K  99669
Address

 C?Q7) 7 14-222J________________________________

Phone num ber

(



Municipal
F iscal N otes

T itle : M UN I PROP TAX EXEMPTION FOR POLICE HOMES 

Sponsor: Gruenberg 

B ill Version: HB 67 

Publish Date: 01/16/2007

E ffe c t on M u n ic ip a litie s :
Operating Expenditures: (0)

Operating Revenues: (0)

Capital Expenditures: (0)

Capital Revenues: (0)

Change in Revenues: (0)

A n a ly s is :
This legislation would allow municipalities to exempt, through ordinance, an area w ith in its 
boundaries that meets e lig ib ility requirements (is elig ib le under a federal program o f special 
assistance fo r urban development, neighborhood revitalization, or law enforcement, or has a 
statistically higher occurrence o f crime than the municipality as a whole) from taxation o f up to 
$ 1 SO,000 per residence on a residence owned and occupied as the primary place o f residence by 
a law enforcement officer. Up to two exemptions ($300,000) may be granted i f  two law 
enforcement officers occupy the same residence.

The Alaska Municipal League does not oppose optional property tax exemptions. HB 67 w ill 
only affect those municipalities that choose to participate in this optional program.

Alaska Municipal League *217 Second Street, Suite 200, Juneau, Alaska 99801 • (907) 586-1325 e www.akml.org

http://www.akml.org


Public Safety Employees Association, Inc.
“ R e p r e s e n t i n g  A l a s k a ’ s  F i n e s t ”

HB 67 -  Optional exemption from municipal property taxes

H B  67 g iv e s m u n ic ip a litie s , b y o rd in a n ce , an o p tio n  to  o ffe r a p ro p e rty ta x 
e xem p tio n  as one m eans to  a ttra c t la w  e n fo rcem en t o ffic e rs  to  res id e in  areas 
o f a c o m m u n ity  w h e re th e re is a h ig h e r o ccu rre n ce o f c rim e  tha n is  fo u n d  in  
the m u n ic ip a lity  as a w h o le .

T he m u n ic ip a lity  m us t b y  o rd in a n ce ado p t the ta x  e xem p tio n  and d e fin e  la w  
e n fo rcem en t o ff ic e r .

I f  th e m u n ic ip a lity  adop ts an o rd in a n ce , i t  e xem p ts fro m  ta x a tio n  an am oun t 
n o t to  exceed $15 0 ,0 0 0 o f assessed va lu e o f re a l p ro p e rty  fo r an o ff ic e r w h o 
ow ns in  w h o le  o r in  p a rt and occup ie s in  w h o le  o r p a rt a p rim a ry pe rm anen t 
res idence in  a des ig n a te d area.

H B  67 g iv e s com m u n itie s a to o l fo r use in  a ttra c tin g  la w  en fo rcem en t 
o ffic e rs  and th e ir fa m ilie s  to  areas o f a c o m m u n ity  w he re c rim e  is m o re 
p re va le n t.

T he b il l o ffe rs  an in c e n tiv e  fo r an o ff ic e r and h is o r h e r fa m ily  to  co n s id e r 
liv in g  in  a des ig n a ted area w he re the re is a h ig h e r in c id e n t o f c rim e .

P ro v id in g  an in c e n tiv e  in  th e fo rm  o f ta x  r e lie f m a y h e lp  a ttra c t fa m ilie s  o f 
peace o ffic e rs  to  n e ig h b o rh o o d s w he re c rim e  is  an issue . I f  the q u id  p ro  quo 
is  a n e ig h b o rh o o d  th a t is  sa fe r, th e in c e n tiv e  w i l l have been w o rth  th a t, and 
m uch m ore .

2/6/07

4 3 0 0  B o n ifa c e  P a rk w a y , S u ite  1 16 , A n c h o ra g e ,  A la s k a  9 9 5 0 4  
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Norman Cohen
From: Everett Robbins [president@apdea.org]
Sent: Monday, February 05, 2007 1:54 PM
To* Norman Cohen
Subject: RE: HB 67 - Municipal Property Tax Exemption for Law Enforcement Officers

Rep. Max Gruenberg State Capitol, Room 110 Juneau, AK 99801
Dear Representative Gruenberg:
I am writing in support of the municipal tax exemption for law enforcement officers (House Bill 67). This legislation would allow a municipality to enact an ordinance designating eligible parcels of property exempt from taxation up to $150,000 of the assessed value of the oroperty. Eligible parcels of property are those (I) that are owned by and constitute the primary residence of a law enforcement officer; (2) that meet the eligibility requirements under a federal program of special assistance; and (3) that have a statistically higher occurrence of crime that the municipality as a whole.
We believe this bill would be instrumental in helping to reduce crime throughout Anchorage while also recognizing the contributions that law enforcement officers make in our communities. This bill would help to foster the concept of community policing by providing an incentive for law enforcement officers to work and live in neighborhoods most in need of police interaction and intervention. This bill may well help to relieve the economic costs to the municipalities, as well as private employers and individuals, that are generally associated with high-crime neighborhoods by encouraging law enforcement officers to insert themselves into their communities and assume a personal stake in the future of the neighborhood. The bill is also an important recognition of the services provided by individual law enforcement officers. In short, we believe this bill would be beneficial from both the public's perspective and any individual law enforcement officer who participates in the program.
Thank you for introducing this bill into the Alaska legislature. If it passes, Alaska will lead the way in recognizing the contributions that law enforcement officers make in ou communities and the benefit that can be derived from permitting a property exemption for those officers who demonstrate their commitment to community policing Please convey my wholehearted support for its passage to the relevant legislative committees and leaders of each chamber.
Sincerely,
Everett Robbins PresidentAnchorage Police Department Employee’s Association

2/5/2007

mailto:president@apdea.org


The amendment added to HB 67 on the House flo o r is intended to correct a problem that 
has been an issue fo r disabled veterans since they were added to the exemption program 
many years ago.

The current statu tory language in th is exemption program recognizes that upon the death 
o f a senior citizen , the w idow or w idower o f the program partic ipant, i f  aged 60 or older, 
can retain the exemption w ithou t having to attain the age o f 65.

When disabled veterans were added to the exemption statute, no changes were made to 
allow fo r the exemption to pass to the w idow o r w idower upon the deam o f the disabled 
veteran. The same “ 60 years o f age”  language was kept. However, most disabled 
veterans partic ipa ting in the program are much younger than the seniors in th( program 
and the w idow /w idowers clause does not fit.

The amendment made on the House floo r corrects th is oversight and allows a w idow or 
w idower o f a disabled veteran to retain the exemption upon the death o f the veteran.

Steve Van Sant 
State Assessor
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Norman Cohen

Sent:

To:
Cc:

From: Steve VanSai u [steve_vansant@commerce.state.ak.us] 
Tuesday, April 10, 2007 3:48 PM 
Michael L Black
Sally A Saddler; Kathie Wasserman

Subject: HB 67
Attachments: steve_vansant.vcf

A s yo u kn ow , H B  67 was w ith d ra w n  fro m  hea rin g in  House F inance today because the 
am ended ve rs io n was n o t ready, (? ) I am n o t sure w ha t they m ig h t be d o in g to it, bu t I 
th o u g h t th a t s ince I w il l be gone the res t o f th is w eek, I shou ld w rite  dow n m y concerns in 
case it is b ro u g h t up be fo re I re tu rn  nex t Tuesday.

W e have w o rke d w ith  Rep. G ruenbu rg 's s ta ff on the exem p tio n o f hom es fo r p o lic e  o ffic e rs 
w ho m ove in to  an area w ith  s ta tis tic a l h ig h e r degree o f c rim e and fee l com fo rta b le w ith  tha t 
p o rtio n  o f the b ill.

T he am endm en t fo r any 4 yea r U n iv e rs ity  in c lu d in g  I  o f A . and A la ska P a c ific U n iv e rs ity , 
w as am ended w h ic h  rem oved the to ta l e xem p tio n o f a ll tha t p ro p e rty and a llow ed a 
"possesso ry in te re s t" assessm ent on any p ro p e rty w h ich  m ig h t be leased. The o n ly p rob lem , 
1 have w ith  th is is th a t the language does tw o  th in g s . F irs t, i t exem pts a ll u n iv e rs ity lands 
w ith  the excep tio n o f leaseho ld in te re s ts . A .P .U . cu rre n tly ho lds tit le  to seve ra l pieces o f 
p ro p e rty w ith in  the M a t-S u B o ro u gh loca te d in  Chase, K ro to  C reek, C h ic ka lo o n and 
C a sw e ll Lakes areas. C u rre n tly  th a t p ro p e rty is on the tax ro ll as it is n o t used fo r 
"e d u ca tio n a l pu rpo se s ." U nde r the p roposed am endm ent tha t p ro p e rty w o u ld  become 
exem p t, s im p ly  because it be longs to the A .P .U . regard less o f its use. A n y p ro p e rty tha t 
som eone chose to dona te to  the A P U  w o u ld  a lso becom e exem p t, i f  it w asn 't leased to a

Second, unde r cu rre n t la w , the assessor does no t exem p t leased p ro p e rty (such as the A la ska 
Sp ine In s titu te ) loca ted on A P U  p io p e rty ). T he p ro p e rty is assessed and the assessment and 
tax b ill go to the ow ne r o f the p ro p e rty , A P U . I f  the taxes are n o t p a id , the m u n ic ip a lity  m ay 
fo re c lo se on the p ro p e rty . U nde r the am endm ent, any p ro p e rty leased b y the A P U  cou ld 
o n ly  have a possesso ry in te re s t assessm ent m ade and the en fo rcem en t o f the tax co lle c tio n  
can o n ly be m ade b y ta k in g  pe rsona l a c tio n aga ins t the de lin q uen t ta xpa ye r as o u tlin e d in 
A S 29 .45 .320 . W h ile  th is m ay seem tr iv ia l, the fa c t is tha t the en fo rcem en t proceed ings 
unde r th is scena rio co u ld  cos t the m ore revenue .

The second am endm en t m ade to the b il l w o u ld  o ffe r an o p tio n a l e xem p tio n to m un ic ip a litie s 
fo r "fra te rn a l o rg a n iz a tio n s ." The b il l lis ts seve ra l uses tha t the p ro p e rty m ay be ou t to in  
o rd e r to  rece ive the e xem p tio n an, the la s t use is tha t o f "fra te rn a l." T h is exem p tion w ou ld 
a p p ly to lodge o rg a n iza tio n s such as the M oose and E lks . These o rg an iza tio n s are p riva te

th ird  pa rty .

4/11/2007
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m em bersh ip o n ly o rg a n iza tio n s and the lodges are n o t open fo r use b y the genera l p u b lic . In  
m os t, cases, these lodges com pe te w ith  p riv a te  en te rp rise b y h a v in g a ba r and restau ran t, 
w h ic h  are n o t open to  the p u b lic -m em bers o n ly - and ye t w an t to  e n jo y a ta x exem p tio n at 
the expense o f the gene ra l p u b lic . I am n o t ta lk in g  abou t a ll the p u b lic  se rv ice these 
o rg a n iza tio n s dona te to  the com m un ity . These lodges are fo r a p riv a te  use and shou ld no t 
g a in  an e xem p tio n a t o u r cost. Som e peop le m is ta k in g  b e lie ve th a t taxes are some so rt o f 
p e n a lty fo r ow n in g  p ro p e rty w hen , in  fa c t, taxes are s im p ly paym en t b y a ll p ro p e rty ow ners 
to  share the cos t o f se rv ice s p ro v id e d , even to those w ho have been exem pted .

T he re are m any taxpaye rs w ho vo ice th e ir o p p o s itio n to  p a y in g m ore taxes and each 
e xem p tio n s im p ly  increases e ve ry o th e r p ro p e rty ow ne rs share o f the ta x burden .

S teve

(

4/11/2007



From: Brenda @ Or. Beal's Office [mailto:brenda@ddbeal.com]
Sont: Wednesday, May 09, 2007 4:00 PM
To: Sen. Donny Olson
Cc: Dr. David Beal
Subject: HB67

Dear Senator Olson:

I urge you to support HB67, which is before the Senate Community and Regional A ffa irs Committee, when 
you meet again on the b ill tomorrow afternoon. Section One o f the b ill would give the regionally accredited, 
non-profit private universities in Alaska the same property tax exemption that is enjoyed by the University o f 
Alaska. I believe that these universities, Alaska Pacific University •md Sheldon Jackson College, are essential 
to Alaska and provide forms o f education that are uniquely valuable to all Alaskans.

It should be noted that A !aska Pacific University, for instance, has not been assessed this tax in its first forty- 
seven years. The Municipality Assessor’s office changed that situation ,«vo years ago. The Municipality now 
does not want to stand in the way o f the State o f Alaska granting an exemption to the qualifying institutions o f 
higher education and recognizes the significant educational contribution that APU makes in the community at 
no cost to the state or the municipality. The Spine Institute itse lf can s tiil be taxed by the Municipality, and 
HB67 would not change that. APU is a small university, but it does have a budget o f S14 m illion per year. Its 
economic contribution, without any direct support from the state, to Alaska is considerable.

This is not a tax break for the Spine Institute or its doctors. Only the University would get the exemption, and 
the monies go exclusively to educational purposes at a non-profit university. Moreover, the Spine Institute has 
an important educational function in relation to APU’s degree programs in Health Services Administration.

For all these reasons, I urge you to support HB67 for the good o f Alaska and its people.

Respectfully,

David D. Beal, M.D.

5/10/2007

mailto:brenda@ddbeal.com


N o r t h  S l o p e  B o r o u g h
O ffice of the M ayor

P.O. Box 69 Barrow, Alaska 99723 •  ‘>07 852-2611 cxl. 200 I-ax: 907 852-0337

E dw a rd S . Itta , M a yo r

May 10, 2007

Representative Anna Fairclough, Co-Chair Via.Fax 465-2819
Representative Gabrielle LeDoux. Co-Chair Via.Fax 465-4956
Community & Regional Affairs Committee 
Alaska State Legislature
Representative Kevin Meyer. Co-Chair Via.Fax 465-3476
Representative Mike ( henault, Co-Chair Via.Fax 465-2833
House Finance Committee 
Alaska State Legislature 
Juneau. Alaska

Dear Chairman Fairclough and Chairman LeDoux:
Dear Chairman Meyer and Chairman C'hcnault:
As the legislative session comes to a close I want to thank you for your personal 
dedication and hard work on a number of issues that affect all Alaskans. One of the 
issues, however, that still needs your attention is the revenue sharing program. As you 
know, for much of the state's history revenues generated from our vast resources have 
been shared with all the people in Alaska through two main programs, revenue sharing to 
all communities and permanent fund dividends to oil individuals. These programs have 
encouraged priorities and allowed concerns in our vastly different communities and 
families to be addressed.
The revenue sharing program is a great way for the state to support prioritized local 
concerns. For so many of the small raral communities, it is crucial for keeping the lights 
on and doors open, paying the sky-high fuel bills, maintaining operational water and 
sewer systems, ever-increasing costs of insurance, etc. Other communities may use the 
money to fix up potholes, improve parks and recreation opportunities, strengthen public 
Njfety forces or to address other basic local government concerns. I understand our 
largest city is very interested in using these funds for property fax relief. In the North 
Slope Borough, it is most likely that some of these funds will be used to continue to 
support and promote our "Healthy Community Initiative”.



The federal governm ent and every other state h a \e  som e form o f  revenue sharing 
program. A laska is a  very rich state and I am  hopeful that you  will see fit to  reinstate a 
revenue sharing program  that is sustainable, predictable, flexible and inclusive o f  all 
com m unities and the populations they serve.

I appreciate the hard w ork you are doing. As an elected official I understand how- 
difficult it is to balance com peting  interests. G ood luck the rest o f  session. I f  you have 
questions for my adm inistra tion  please feel free to  contact m y office.

Edw ard S. Itta 
M ayor

cc: M ayor E lizabeth  H ollingsw orth. City o f  A tqasuk
M ayor G eorge O. Paneak, C ity  o f  A naktuvuk Pass
M ayor N ate O lem aun, C ity o f  Barrow 
M ayor Lon Sonsalla. C ity o f  Kaktovik 
M ayor Carl B row er, C ity  o f  Nuiqsut 
M ayor G eorge K ingik. City o f  Point Hope 
M ayor Leo Ferreira, N ative Village o f  Point Lay 
M ayor John H opson, Jr.. C ity o f  W ainw right



217 Second Street, Suite 200 ♦ Juneau, Aiastca 99801 
Tel (907) 586-1325 • Fax (907) 463-5480 • www.akml.org

May 8, 2007
Senator Donny Olson 
Senate C&RA 
State Capitol 
Juneau, Alaska 99811
Dear Senator Olson,
When HB67 first appeared, the intent was to exempt law enforcement officers 
from property taxes if their residence was in a high crime area. We supported 
that bill. However, during the past few months, many new mandatory 
exemptions have been added. Those additions have made it no longer possible 
for us to support this bill.
At a time when municipalities find it impossible to gain approval for revenue 
sharing, municipalities continue to see a number of bills requiring those same 
municipalities to exempt more and more people from paying property taxes; one 
of the only means municipalities have to pay for the provision of local services.
This bill does not see a decrease in the total tax base going to municipalities. It 
simply requires a tax shift. There are residents of this state who cannot afford to 
pay the taxes on their home. They are not necessarily all from the groups 
mentioned in this bill.
Our first and foremost priorities have always revolved around local control. 
Unfunded mandates, such as this, erode that local control. We would support 
any tax exemptions being on an “as-needed basis." Meanwhile, we feel that if 
the State of Alaska would like to give tax exemptions, they should be willing to 
fund those tax exemptions.
We would be happy to work towards a “needs-based" solution with respect 
towards some o f the later additions to this bill.
Sincerely,

Kathie Wasserman 
Alaska Municipal League

Member of the National League of Cities and the National Association of Counties

http://www.akml.org


Ginny Austerman
From:
Sent:

To:

Sen. Donny Olson 

Thursday, May 10,2007 1:25 PM 
Ginny Austerman

Subject: FW: HB67 - per Ed Rasmuson RE: Senate Comm, on Community & Regional Affairs
Importance: High

Jane Ann Boer 
Legislative Assistant 
Senator Donald Olson 
Capitol Building Rm 514

(907) 465-3707
iane boer@teois.state.ak.us

From : Debbie Roll [maitto:droll@alaskapadfic.edu]
Sent: Thursday, May 10, 2007 11:17 AM
To: Sen. Donny Olson; Sen. Albert Kookesh; Sen. Joe Thomas; Sen. Gary Stevens; Sen. Tom Wagoner 
Subject: HB67 - per Ed Rasmuson RE: Senate Comm, on Community & Regional Affairs 
Im po rtance : High

D ear Senators:

M r. Ed Rasm uson is on the A laska P ac ific U n ive rs ity Board o f Trustees and the Executive 
C om m ittee o f the boa rd . He has asked th a t I fo rw a rd to  you th e em a il correspondence below , 
th a t APU P res iden t, D r. Doug N o rth , sen t to  the APU Board o f T rustees and APU Founda tion 
D ire c to rs . M r. Rasm uson a lso asked th a t I in fo rm  you th a t the APU Board o f Trustees are a ll in  
fa v o r o f H B 6 7 ; the fo llo w in g  tru s tees have been an in te g ra l p a rt o f he lp in g APU w ith  th is 
m a tte r: C a rl B rady, J r., L a rry C a rr (T rus tee Em e ritu s ), H a rry M cD ona ld , John W anam aker, 
L iane P e lle tie r, L a rry Cash, and D av id Beal. ( 3 2 trustees to ta l).

M any thanks ,

D ebb ie R o ll

A sst, to  D r. N o rth

Dear APU Board o f Trustees and APU Foundation Directors:

HB67, the b ill that would exempt APU from the property taxes new ly imposed by the M un ic ipa lity is 
now in the Senate Committee on Community and Regional A ffa irs . The five Senators on the committee 
are listed below. I f  you have a relationship w ith any o f these, it is very im portant fo r them to hear from 
you in order to move the b ill out o f committee. Olsen, Kookesh, and Thomas are Democrats; Stevens 
and Wagoner are Republicans. Please do what you can. It has come down to the w ire: The Comm ittee

5/10/2007

mailto:boer@teois.state.ak.us
mailto:droll@alaskapadfic.edu


2 o f 2

meets this Thursday (tomorrow) at 3:30 pm. 
The main ta lk ing points have been:

1. Levels the playing fie ld w ith the Un ive rs ity o f Alaska
2. Returns APU (and Sheldon Jackson) to the tax exemption we had fo r the firs t 47 years
3. A ll the revenue goes into education.
4. The tenants have a direct educational function at APU , as contained in the Memorandum o f 
Agreement w ith the Spine Institute

5. The tenants can s till be taxed by the M un ic ipa lity
6. The M un ic ip a lity does not object to th is b ill (as evidenced by letters from the M ayor and others

Thank you a ll fo r your efforts.

Doug North

SENATE COMMUNITY & REGIONAL AFFAIRS 

BELTZ 211 3:30 PM TTH 

Standing Committee
C H A IR : Sena tor O lson

V IC E -C H A IR : Senator Kookesh
M EM BER : Senator Thom as 
M EM BER : Senator Stevens 
M EM BER : Senator W agoner
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R e p r e s e n ta t iv e  K u r t  O ls o n  

R e p r e s e n ta t iv e  P a u l  S e a to n  

S e n a to r  G a r y  S te v e n s

RE: HB (7: Municipal Property T u  Exceptions

D e a r  R e p r e s e n ta t iv e s  O ls o n  a n d  S e a to n  &  S e n a to r  S te v e n s ,

A s  P re s id e n t  o f  th e  A la s k a  S ta te  E lk s  A s s o c ia t io n  1 a m  t r a n s m it t in g  th is  le t t e r  o n  b e h a l f  o f  th e  7 ,0 0 0 4 -  

m e m b e r s  o f  th e  A la s k a  S ta te  E lk s  A s s o c ia t io n  a n d  th e  1 7  E lk s  L o d g e s  lo c a te d  a c ro s s  o u r  g r e a t  s ta te . 

P le a s e  a c c e p t  t h is  l e t t e r  in  s u p p o r t  o f  th e  p a s s a g e  o f  H B  6 7 .

A s  a  n o n - p r o f i t  o r g a n iz a t io n ,  5 0 1 ( c ) 8  &  5 0 1  ( c ) 3  o u r  b e n e v o le n t  o r g a n iz a t io n  is  d e d ic a te d  t o  p r o v id in g  

m a n y  w o r t h w h i le  c a u s e s  in  c o m m u n i t ie s  t h r o u g h o u t  A la s k a  e x p e n d in g  te n s  o f  th o u s a n d s  o f  d o l la r s  a n d  

th o u s a n d s  o f  h o u r s  o f  v o lu n te e r  t im e  in  s u p p o r t  o f  o u r  E lk  p r o g r a m s  a s  w e l l  a s  s u p p o r t in g  o th e r  

e s ta b lis h e d  p r o g r a m s  in  o u r  c o m m u n it ie s .

T h e  lo c a l  E lk s  L o d g e s  a s  w e l l  a s  th e  A la s k a  S ta te  E lc s  A s s o c ia t io n  p r o v id e  a n d  fu n d  n u m e r o u s  c h a r i ta b le  

p r o g r a m s  a im e d  a t  o u r  y o u t h  s u c h  a s  D r u g  A w a r e n e s s  E d u c a t io n  P r o g r a m s ,  b a s k e tb a l l  &  s o c c e r  

p r o g r a m s ,  a f t e r  s c h o o l p r o g r a m s ,  D r u g  &  A l c o h o l  F re e  T e e n  D a n c e s  a n d  Y o u th  P a t r io t ic  P ro g ra m s . O u r  

Y o u c i  S c h o la r s h ip  P r o g r a m s  t h r o u g h  th e  lo c a l  lo d g e s  a n d  s ta te  a s s o c ia t io n  t o t a l  in  e x c e s s  o f  $ 5 0 ,0 0 0  

a n n u a l ly .  O v e r  th e  c o u rs e  o f  th e  y e a r  e n d in g  M a r c h  3 1 ,  2 0 0 6 ,  th e  E lk s  L o d g e s  a n d  m e m b e rs  in  A la s k a  

c o l l e c t i v e ly  c o n t r ib u te d  $ 5 5 6 ,5 6 1 .0 0  i n  c a s h  c o n t r ib u t io n s  a n d  a n  a d d i t io n a l  $ 8 4 ,4 2 4 .0 0  i n  n o n - c a s h  

ite m s .  W e  t r a v e le d  a  t o t a l  o f  2 0 ,8 3 9  m i le s  a n d  v o lu n te e r e d  a  t o t a l  o f  6 9 5 ,0 9 9  m a n -h o u rs .

W h e n  c a lc u la te d ,  u s in g  th e  F e d e ra l G o v e r n m e n t 's  f o r m u la s  o f  c h a r i t a b le  w o r k  a t  $ 1 8 .0 4  p e r  v o lu n te e r  

h o u r  a n d  $ 0 .4 5  p e r  m i le  d r iv e n  p e r f o r m in g  c h a r i ta b le  w o r k s ,  th e  t o t a l  c o n t r ib u t io n s  b y  th e  A la s k a  E lc s  is  

$ 1 ,3 6 6 ,9 2 4 .1 9 .  A  c o n s id e r a b le  d o n a t io n  t o  o u r  c o m m u n i t ie s  b y  7 ,0 0 0  m e m b e r s  b e lo n g in g  t o  17 E lk s  

L o d g e s  i n  A la s k a .

W e  a re  a ls o  d e d ic a te d  to  p r o v id in g  a s s is ta n c e  t o  o u r  n a t io n 's  a c t iv e  m i l i t a r y  m e m b e rs ,  t h e i r  f a m i l ie s  a n d  

o u r  n a t io n 's  v e te ra n s .  C u r r e n t ly ,  a s  a d o p te d  a t o u r  A n n u a l  S ta te  C o n v e n t io n  in  S i t k a ,  t h is  p a s t  w e e k ,  w c  

h a v e  la u n c h e d  a  p a r t n e r s h ip  w i t h  th e  W o u n d e d  W a m o r  P r o je c t  b y  w h ic h  w e  w i l l  d o n a te  in  e x c e s s  o f  

$ 2 0 ,0 0 0  t o  s u p p o r t  th e  r e h a b i l i t a t io n  o f  o u r  w o u n d e d  m i l i t a r y  m e m b e rs .  O n e  o f  o u r  n a t io n a l  m o t to s  is ,  

" S o  lo n g  a s  th e r e  a re  V e te r a n s ,  th e  E lc s  w i l l  n e v e r  f o r g e t  t h e m " .  W e  h a v e  b e e n  s u p p o r t in g  o u r  m i l i t a r y  

a n d  v e te ra n s  s in c e  W W I  w h e n  th e  E lk s  b u ih  a n d  d o n a te d  th e  f i r s t  t w o  m i l i t a r y  f i e ld  h o s p i ta ls  o n  th e  f r o n t  

l in e s  o f  F ra n c e  a n d  f r u u ic e d ,  c o n s t r u c te d  a n d  e q u ip p e d  th e  f i r s t  7 0 0  b e d  V e te ra n s  R e h a b i l i t a t io n  H o s p i ta l  

lo c a te d  i n  B o s to n  w i,  ! i  w a s  d o n a te d  to  th e  W a r  D e p a r tm e n t  in  1 9 1 8 . T h e  E lk s  a ls o  p r o v id e d  4 0 ,0 0 0



rehabthtaban, vocational and crk national loans to disabled veterans, the precunor to vhat was to beoome 
the federal O I B ill

The Elks have been involved wife our communities, our youth and our veterans since our foundiiy in 
1868 and remain an active and viable component o f  our communities today. The passage o f  this bill will 
help insure that the Elks Lodges in Alaska continue to financially survive and remain able to support our 
communities. Undoubtedly, any property tax relief that may be provided by means o f  HB 67 will find its 
way back into our communities.

O i  behalf o f  the Elks across Alaska and our communities we urge you to adopt HB 67.

Regards,

Jan C. Jonker, President 
Alaska State Elks Association

A FRATERNAL ORGANIZATION 
Empi a cts Identification *92-6̂ 0200]

a
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550 W. 7** Avenue, Suite 1540 
Anchorage, AK 99501 

(907) 278-2277/fax 272-3695

May 10, 2007

Senator Donald Olson 
Stale Capitnl, Room 514 
Juneau, AK 99801-1182

Re: HB 67

Dear Senator Olson,

APU has historically leased space in buildings on campus in order to augment it’s 
educational programs. Enclosed find a copy of the APU/Alaska Spine Institute (ASI) 
“use in connection with educational mission' agreement. This agreement is a 
requirement of the lease between APU and ASI. The lease does not give ASI 
unconditional use of the premises. Rather, the lease requires that ASI’s use of the 
space leased must complement APU’s educational mission.

This concept of educational “leveraging” campus property dates back to a 1979 
agreement between APU and the Federal Bureau of Land Management which says, 
essentially, that a revenue producing facility combining commercial use with educational 
programs constitutes use for school purposes under the Federal land grant so long as 
the facility has a substantial relationship to an APU program and net income is used to 
support educational programs. A copy of the APU/BLM agreement is also enclosed. 
While the “school purpose" requirement in APU’s land grants have expired, the concepl 
embodied in the APU/BLM agreement reflects the educational mission intention of the 
APU Board of Trustees in entering into selective leases of on-campus property.

Note that Alaska law does not exempt, from Municipal property tax, private leaseholds, 
contracts or other interests in property even if the property is held by the State, the 
Municipality, UAA, or the Mental Health Trubt. AS.29.45.030 (a)(1)(A) Likewise, private 
leaseholds, contracts, or other interests in property is generally taxable even if the 
propedy is owned by the United States. AS. 45.030 (a)(3/.

Finally, note that UAA does in fact lease UAA owned space to others namely Subway Ci 
Alaska, the Anchorage School District and the State Departments of Corrections, Labor 
and Education.

Senator Joe Thomas 
Senator Gary S te v e n s  
Senator Thomas Wagoner



MEMORANDUM OF AGREEMENT 
BETWEEN 

ALASKA PACIFIC UNIVERSITY 
AND

304 ASSOCIATES, LLC

WHEREAS, pursuant to the space lease ("Space Lease” ) between Alaska Pacific University, 
(hereinafter “ APU ”  or “ Lessor") and 304 Associates, LLC (hereinafter “ Lessee” ) the use o f the 
lease premises ftirthers APU's educational mission, and

WHEREAS, the educational mission o f APU is centered in the concept o f "active leamingM and 
inclusion o f students in "real world " projects, both in courses and in the requirements for 
graduation, and

WHEREAS, the space lease requires that Lessor and Lessee enter into an agreement regarding 
use o f the premises in connection w ith the Lessor’s educational mission, and

WHEREAS, APU is establishing and expanding undergraduate and graduate programs in health 
services administration (HSA)and hiring faculty members for such programs, and

WHEREAS, such programs require instructional practitioners and sites at which students can 
carryout the active learning components o f their curriculum, and

WHEREAS, APU is planning to offe r additional health profession related couises and events in 
the general curriculum o f the university,

APU and Lessee agree:

1. Lessee w ill use the lease premises to compliment die educational mission o f APU.

2. The parties shall from time to time mutually establish a curriculum which may 
include, among other things, Lessee and its sublessees providing the follow ing 
educational resources to APU, as long as to do so does not violate any regulation, 
statute, or agreement Lessee or any o f its sublessees must adhere to:

a. Adjunct faculty to teach courses at APU, including courses that can be 
taught through APU ’s Rural Alaska Native Adult program (RANA).

b. "Experts" in health related subjects to lecture APU students. The experts 
w ill acquaint students with how issues and policies in HAS are handled in 
the real world and what arc model practices.

c. Acquainting students with the administrative processes, architecture, and 
equipment relevant to a career in HSA.

MEMORANDUM OF AGREEMENT -  Page 1 of 3



f. Use o f appropriate areas o f the leased premises fo r A P U  courses in health 
related subjects.

g . Use o f appropriate areas o f the leased premises fo r recruiting sessions for 
health related programs at the Alaska Spine Institute.

h. Use o f appropriate areas o f the leased premises for receptions and exhibits 
o f student work at the Alaska Spine Institute.

3. APU w ill provide Lessee proof o f general liab ility insurance, naming Lessee and 
its sublessees as additionally insured.

4. Lessee w ill provide APU proof o f general liab ility insurance, naming APU as 
additionally insured.

5. APU w il l hold Lessee and its sublessees harmless for damages or injuries that 
may occur through negligent actions.

6. Lessee w ill hold APU harmless for damages o r injuries that may occur through 
negligent actions on the part o f Lessee.

7. The parties shall enter into a further agreement further describing and defining the 
parties’ obligations and rcsponsi ji li t ic s based on each curriculum.

8. Nothing contained herein shall be construed as amending or modifying the Space 
Lease and to the extent o f any conflict between the terms o f the Space Lease and 
this Agreement, the terms o f the Space Lease shall govern.

supervisors tor the practicums.

AGREED this j J  day o f

Douglas M ^North 
Its: President

MEMORANDUM OF AGREEMENT -  Page 2 of 3
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