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EQUALIZATION OF
LOCAL GOVERNMENT REVENUES IN ALASKA

by
Richard W. Garnett, 111

Now fine and just actions, which political science investi-
gates, admit of much variety and fluctuation of opinion, so
that they may be thought to exist only by convention and

not by nature. ... We must be content, then, in speaking of
such subjects and with such premises to indicate the truth
roughly and in outline....In the same spirit therefore

should each type of statement be received; for it is the mark
of an educated man to look for precision in each class of
things just so far as the nature of the subject admits.

Aristotle, Ethics.

Introduction

As the development of natural resources in Alaska accele-
rates, the need to determine how the taxable wealth of the state is
to be distributed becomes increasingly important. This paper
discusses revenue sharing in Alaska as a means toward equalizing,
rather than simply augmenting, revenues of local governments.1
First, the general problem of financing municipal services is

IThe term “revenue sharing” ordinarily is applied to transfer downward
from one level of government to another, as in the federalstate program
recently enacted (H.R. 11950) or the state municipal services revenue sharing
program (AS 43.18).




reviewed briefly. Then a description of the Alaska case provides
background for discussion of recent legislative efforts in Alaska
and suggestions for future policy approaches.

This paper does not discuss fully every aspect of revenue
equalization among localities. Rather, it focuses primarily on tech-
nical and legal problems involved with such a program. Neverthe-
less, a realistic approach to this topic cannot ignore the influence
of strong social and political forces at work in Alaska on any
effort to readjust local tax revenues.

One of these forces is related to the widely accepted, anthro-
pomorphic idea that towns and regions have rights and interests of
their own apart from the sum of the rights and interests of the
individuals involved. Consequently, a program that takes from one
governmental unit and gives to another suggests to many a form of
economic egalitarianism that they find unacceptable at both
individual and corporate levels.

Further, a comprehensive equalization program involves
creation of new taxing units and, perhaps, a state tax to eliminate
tax havens. Naturally, the businesses and individuals who benefit
from the present situation will oppose changes that subject them
to additional taxation and government control.

Race is another factor affecting the situation in Alaska. Rural
Alaska is inhabited primarily by Indian and Eskimo people. The
growth of political consciousness among Alaska Natives, drama-
tically symbolized by passage of the Alaska Native Claims Settle-
ment Act, has paralleled a tremendous increase in the wealth and
the prospect of wealth in rural Alaska and in the North Slope
region in particular. Many regional Native leaders are distinctly
wary of any state government activity that might affect the
economic prospects of their constituents. Moreover, there is a
general fear that local government in rural areas may somehow
compete with or impede full implementation of the Claims Act.

By definition, an adequate local government revenue equali-
zation program will result in less economic power for those regions



most extraordinarily endowed with natural wealth.2 The justifi-
cation, if any, for reduction of economic power of the North
Slope or other regions is the corresponding benefit to other,
equally needy and deserving areas where nature was less generous.

The General Problem

Municipal services in the United States are financed largely
by revenues from an ad valorem tax on property located within
the taxing jurisdiction. The level and quality of services therefore
depends on the value of the tax base, which varies widely among
different communities and regions. As a result, areas with low
valuation per capita must tax themselves at a higher rate than
more wealthy areas in order to raise the same revenue.

The value of the local tax base has not always varied so
widely. One writer describes the typical composition and effects
of the tax base before World War II this way:

The important thing to remember is that in the pre-war days
the total tax base of the community was there to support the
needed services. It allowed a logical concentration of
commercial and industrial property. It allowed a section of
town to be low-value housing without a diminution of
services in that area or a severe tax penalty. The tax base to
educate the children of the area was the rich man’s home, the
poor man’s home, the places where they both worked and
where they shopped. When land was taken off the tax rolls
for parks or for other purposes, everyone was affected.

He goes on to note an important structural change in local govern-
ment organization since the war, and describes the disparity in

2It should be noted that the loss may be more theoretical than real, as
in the case where taxable property provides potential revenue far in excess of
the needs of the local jurisdiction. For example, the North Slope Borough
proposes to levy a very small tax on the vast property at Prudhoe Bay.
Additional revenue raised from a state tax on this property could benefit
other rural areas of the state without undue burden on the owners or loss to
the North Slope.




wealth and its effects among local areas which have resulted from
this change:

The post-war experience has been vastly different. The inter-
dependent neighborhoods of the actual total community
have become legally independent municipalities . . .

Suburban communities that happen to have the shopping
centers and the commercial property—and if they are lucky,
the wealthy homes—can live ‘“high on the hog.” On the other
hand, those communities which are carved out of the north-
ern sand plains in our region, flat and relatively uninteresting,
may be in trouble.3

The tax-service inequity problem has been challenged in the
courts. In Serrano v. Priest,4 the Supreme Court of California held
that the state could not maintain a system of financing public
education which made the quality of education largely dependent
on the taxable wealth of the local school district. In spite of a
certain amount of state aid, it was shown at {rial that certain areas
with low property valuation could not achieve a level of financing
for education, even with a relatively high tax rate, that others
could achieve with low tax rates.

The court reached its conclusion by characterizing education
as a “fundamental interest” and wealth as a ‘‘suspect category”5
when dealing with education. In light of these determinations, the
court found that the state must show a “compelling state interest”

3Charles R. Weaver, “Urban Fiscal Capacity,” State Government, Coun-
cil of State Governments, Lexington, Kentucky (Spring 1972) p. 100-01.

4487 P. 2d 1241 (Cal. 1972).

5Ordinarily, in reviewing classifications created by state law, courts
accord very wide latitude to legislative discretion. However, where the classifi-
cation relates to certain specially protected areas, such as free speech or
voting, and where the basis of the classification appears invidious on its face,
as in the case of distinctions according to race or religion, the presumption of
validity is replaced by a burden on the state to show that the classification is
necessary.



rather than the usual ‘“‘rational basis’ in order to justify its finan-
cing system.

In considering wealth a “‘suspect category” with respect to
education, Serrano and related cases have alluded to the special
nature of education, distinguishing it from other municipal ser-
vices. Thus, the Serrano line of cases has not yet provided direct
support for the view that the level of other local government
services, such as water supply and sanitation or police protection,
also may not be tied to the local tax base.

Nevertheless, when courts enunciate a principle in a parti-
cular context it may subsequently be extended to its logical limit.
Note, for example, the extension of the one man, one vote prin-
ciple from the state level to units of general and specialized local
government and the progressive elimination of durational resi-
dence requirements. If local wealth is a “suspect category’ in
determining education services, past experience suggests that it
will not long remain a legitimate determinant of the level of other
local services.

It has already been held that differences in the level of any
public service available in a municipality cannot be based on race.
In Hawkins v, Town of Shaw,6 the court found that the town
provided better services of all kinds to white areas than to black,
and held that such a pattern denies equal protection of the laws.

As wealth increasingly becomes a category as suspect as race,
it is difficult to see how the courts will be able to avoid extending
the “compelling state interest” test beyond education to a broader
range of public service disparities. It can be argued that hospitals
and police, in their spheres, are as important to local well-being as
is public education, and that their availability, too, should not
depend on how much wealth a particular community happens to
have.

6437 F. 241286 (5th Cir. 1971).

5




In any case, it is clear that local government spending is not
immune from equitable constraints, at least in the educational
field. Regardless of whether judicial activism carries the Serrano
principle all the way, that principle deserves serious consideration
in legislative policy making for state and local government services
and taxation.

The Problem in Alaska

The Alaska constitution calls for “maximum local self-
government with a minimum of local government units”7 and for
avoiding “duplication of tax levying jurisdiction.”® It also directs
that ‘““the entire state shall be divided into boroughs, organized or
unorganized”9 and that the legislature ‘‘shall provide for the
performance of services it deems necessary or advisable in un-
organized boroughs . . . 710

There are 11 organized boroughs in Alaska, located, with two
exceptions,11 in the more developed areas of the state. A single
unorganized borough comprises the rest of the state, an area
several times larger than all of the organized boroughs combined
(see map on following page).

Organized boroughs levy a property tax inside their boun-
daries. Cities within the boroughs may also levy taxes, but assess-
ment and collection are exclusively borough responsibilities.
Outside organized boroughs, no property tax is levied except
within cities that have taxing power.

7Art. X, Sec. 1, Constitution of Alaska.
81bid.

YArt. X, Sec. 3, Constitution of Alaska.

10 Art. X, Sec. 6, Constitution of Alaska.

U The North Stope and Bristol Bay boroughs.
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The boroughs are typically quite large relative to local
government units in other states. Generally, boroughs encompass
one or more core communities, scattered settlements, and a con-
siderable amount of vacant territory. Responsibility for education
and other basic services is borough-wide. Accordingly, the whole
borough tax base supports certain services for all borough resi-
dents.12 The problem of tax and service equity is therefore on a
different scale in Alaska than in the more developed states.

In Alaska the major disparities are among rather than within
regions. Taxable wealth per capita in 1967 varied from $3,182 in
the Bristol Bay Borough to $16,067 for the Kenai Peninsula
Borough.13 Although assessment figures for the newly organized
North Slope Borough have not yet been established, the concen-
tration of property in the Prudhoe Bay area is conservatively
estimated at $300 million, yielding a North Slope Borough tax
base per capita of approximately $98,000.

No comprehensive assessment of the unorganized borough
has been made. However, the present per capita tax base in the
unorganized borough is well below the average for organized
boroughs, partly because much of the real estate in the unorga-
nized area is tax exempt but more so because the area lacks
appreciable commercial and industrial development.

In the more developed and populated states, where the hulk
of the tax base is residential, commercial, or manufacturing-
industrial, there is at least some correlation between the taxable

121t is said with some justification that cities may carry more than their
share of the revenue burden by taxing themselves to provide nonareawide
services, such as police protection and parks and recreation, which noncity
residents utilize. Nevertheless, the system of allocating powers between
borough and city contains, however imperfectly, the mechanism for equitable
distributions of tax burdens and services.

13Thomas A. Morehouse and Victor Fischer, Borough Government in
Alaska, Institute of Social, Economic and Government Research, University
of Alaska, ISEGR Report No. 29 (1971) p. 162.



value of the property and the service requirements that arise from
the property itself. (However, such correlation, as the Serrano case
testifies, is not sufficiently close to avoid constitutional diffi-
culty.) By contrast, the major taxable properties in Alaska are and
will be related to mineral extraction. Such activity normally
emphasizes capital rather than labor, generating less need for
public services than does other revenue-producing activity.
Accordingly, it may be anticipated that Alaska local government
financing as presently organized, will reflect a significant disparity
between the taxable wealth available and the level of services
required.

North Slope oil development and the trans-Alaska oil pipeline
dramatize this point. Taxable value of the pipeline alone will
exceed the total assessed value of property in all organized areas of
the state.14 Moreover, neither the pipeline nor oil production
facilities will demand heavy public services. Unlike hotels, shop-
ping centers, factories, and homes, the pipeline will need no
sewers, no playgrounds, no schools. It is, in this regard, the ideal
addition to a local tax base.

The prospective mining operation at Lost River on the
Seward Peninsula is another of several developments that will add
to the taxable wealth of the state. At around $50 million, its
probable value is small compared to the pipeline, but immeasur-
ably significant relative to the present situation on the peninsula.
Comparable mineral development, including oil, may occur in
other rural areas of the state as well.

Most of the valuable taxable property that will appear in the
unorganized borough will be located in accordance with the distri-
bution of natural resources. Because this distribution bears little
relation to the pattern of local jurisdictions and fiscal needs, there
will be increasing variation in wealth and services among regions
unless an equitable statewide distribution of revenue from Alaska
resources can be achieved.

14‘R0bert Dozier, Alaska Taxable, Local Affairs Agency, Juneau,
Alaska (1971) p. 36.




Wealth Distribution and New Boroughs

The disparity in wealth among boroughs that follows from
the pattern of development described above has several consequen-
ces. The likelihood of severe disparity in service levels among
regions has been noted. A less obvious consequence stems from
the unfinished nature of the Alaska local government system.

The local government article of the state constitution calls
for the division of the state into boroughs, organized and
unorganized. The language of the article presupposes plural
unorganized units. The specific reference in Section 6 to ‘“maxi-
mum local participation and responsibility” in unorganized
boroughs indicates that manageable units encompassing communi-
ties of interest were contemplated for unorganized as well as
organized boroughs.15

It is difficult to believe that the single unorganized borough
that now exists complies with the intention expressed in the
constitution. All indications are that a division of the state into
natural socioeconomic units was contemplated. These units would
achieve organized status at varying rates. But from the beginning,
the people of rural Alaska were to have a governmental framework
under state law for identifying regional problems and participating
in their solution. Partly as a result of the absense of state-created
units and partly for fiscal and political reasons, to be discussed
further, the unorganized areas, with the exception of the North
Slope, have so far made only negligible movement toward regional
governmental organization.

The Need for Organization

Some form of governmental organization should come to
rural Alaska as soon as possible. There are several reasons for

15See Appendix A for the local government article of the Alaska con-
stitution.
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urgency. The first reason is political and social unity. The govern-
mental vacuum in rural Alaska has been occupied in part by the
Native corporations established under the Alaska Native Claims
Settlement Act. But the claims corporations are private entities
outside the framework of state government. If state-ordained
forms of local government with appropriate governmental powers
remain unavailable to help solve problems in rural Alaska, dis-
enchantment with state government, already evident, may increase
and persist to the point of polarization. The potential problem will
become more threatening as the contrast continues and increases
between regional corporation activity and orthodox local govern-
ment inactivity.

The terms of the Claims Act certainly are not hostile to the
growth of local government. Sec. 2(c) provides that the Act is not
intended to diminish the obligation of the state to promote the
welfare of Native citizens. In a very real sense, the legacy of local
government power is a means by which the state promotes the
welfare of its citizens. If services are not provided by local
government, the tendency will be to use claims money for this
purpose. But this money was intended for payment in settlement
of private rights, not in lieu of public services. Also more directly,
Sec. 14(c)(3) of the Act provides for transfer to the local (village)
municipality of title to the surface estate of land where the muni-
cipality is located. Where a municipality has not been formed, the
state holds the same land in trust until incorporation.

Another reason for deliberate speed lies in the accelerated
pace of economic development anticipated in rural areas, partly as
a result of the claims settlement, and partly on the initiative of the
private sector. The general welfare in Alaska will be advanced if
local government organization precedes rather than follows econo-
mic development. New industrial development will create stresses
manageable only by application of governmental powers. Planning
and zoning will be particularly important in reconciling industrial
development with subsistence living, and taxing power will be
needed to insure local benefit from development activity. Munici-
palities which form after major economic interests have become

11




established may be too late to influence significantly the activities
of those interests.16

On the other hand, it may be futile to extoll the desirability
for self-determination to people who presently lack the economic
resources necessary to the effective exercise of local government
power, In fact, Native leaders wisely may have sensed that organi-
zation under such circumstances would only increase frustration as
expectations went unsatisfied.

To summarize, a power vacuum presently exists in rural
Alaska, where vast resources, actual and anticipated, are unevenly
spread across the state, requirements for government services are
increasing as the pace of development accelerates, and many areas
are financially unable to organize prior to development. In this
context, the absence of a mechanism for more efficient and equit-
able distribution of public revenues is a problem requiring state
initiative.

1972 Legislative Program

The Governor introduced to the second session of the
Seventh Legislature a series of bills dealing with local govern-
ment.17 Five bills were designed to function together as a coher-
ent program to:

@ Provide for subdivision of the unorganized borough (HB
596).

® Create a Department of Community and Regional Affairs
(HB 552).

16The canned salmon, copper, and lumber industries have each fur-
nished examples of economic power wielded in Alaska without effective
governmental restraint, with resultant hardship for resident Alaskans.

rphese bills resulted from extended problem analysis, drafting, and
policy review at several levels of state government.

12



® Levy a 15 mill tax on property located in unorganized
boroughs, with distribution of revenue among unorga-
nized boroughs (HB 597).

® Levy a 20 mill tax on the pipeline, with distribution to local
governments, organized and unorganized (HB 598).

® Provide for a general equalization of new taxable property,
wherever located (not introduced).18

The following sections review the bills, discuss their intended
operation, and point out the areas of greatest difficulty encounter-
ed. The bills are discussed in their final versions, which include
committee amendments.

Subdivision of the Unorganized Borough

An essential starting point to organization, HB 596 provided
for establishing borough boundaries in the unorganized borough
which would conform to statutory and constitutional standards.19
The unorganized boroughs so formed would serve as units for
administering state services and the revenue sharing features of the
proposed property and pipeline taxes. The people within each
unorganized borough might at their option proceed toward organi-
zation either as boroughs of a particular class or as home rule
boroughs. This bill was reported favorably by the House Local
Government Committee, but died in the House Finance
Committee.

1889e Appendix B through Appendix F for copies of these bills.

19A number of previous bills had attempted a similar division into
borough units, but they have not provided for charter organization. The
Mandatory Borough Act, 52 SLA 1963, sponsored by Senator John Rader,
was the only effective state initiative to actually establish boroughs in the
unorganized area of the state.
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Department of Community and Regional Affairs

A Department of Community and Regional Affairs, as pro-
posed in HB 552, would increase state capacity to meet local
government needs created by the increased number of local
government units under HB 596. In particular, the department
would serve as the arm of the legislature in providing services to
unorganized boroughs and would administer the revenue sharing
program under the proposed property tax bills. As originally
designed, it would have assisted local government units to solve a
wide variety of problems, including those related to economic
development. However, the major economic development features
were eliminated from the final version that was enacted, leaving
that function with the Department of Economic Development.

Property Tax

Designed to redistribute revenue from taxable property
among the unorganized boroughs, a third bill, HB 597, provided
for a general statewide property tax of 15 mills. The intent was to
tax property only in unorganized boroughs, but the Department
of Law foresaw that a special tax levied only within the unorga-
nized boroughs could be challenged on constitutional grounds.
Therefore, the bill applied statewide, but included a $50,000
personal exemption, a credit for the amount of tax paid to any
organized city or borough, and a local effort exclusion designed to
eliminate whole cities and boroughs from the reach of the tax.
These exemption, credit, and exclusion features were expected to
insure that little, if any, additional tax would fall on an individual
resident of any organized city or borough.20

It was suggested during legislative deliberations that the 15
mill rate of the state tax would compel the cities and boroughs to

20Before Statehood, a property tax was levied in the unorganized
borough. Its lack of exemptions caused much difficulty in assessment and
collection. The tax cost more to administer than it provided in revenue, and
was repealed.
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raise their tax rates to 15 mills in order to exclude the state tax.
However, this view neglected the effect of the $50,000 exemption.
To illustrate, in every case where a taxpayer owned as much as
$100,000 in taxable property, and the jurisdiction where the
property was located levied at a rate of 7.5 mills or more, no state
tax would be paid on that property. This would follow from the
fact that 15 mills on the $50,000 taxable by the state would be
equalled and cancelled out by 7.5 mills levied on the full $100,000
value.

It would be possible for a taxpayer who owned a great deal
of property located in an area where the local tax rate was very
low to pay a small amount of state tax. However, the local effort
exclusion provided that if the total tax revenue from all local tax
sources exceeded the state tax, no tax was paid by anyone within
that city or borough. Because of the $50,000 exemption and the
exemption of certain whole classes of property, it was almost
certain that the established cities and boroughs would be excluded
under this provision.21

The bill gave the legislature authority to appropriate all net
revenue from the tax to benefit the unorganized boroughs. The
state constitutional prohibition against earmarking tax revenues
dictated the ‘“authorized to appropriate’” formula.

The new Department of Community and Regional Affairs
would administer the appropriated revenue. The money would be
held in separate accounts for each unorganized borough. The share
of each unorganized borough would be determined according to a

21rhe North Slope Borough could be a notable exception to the opera-
tion of the tax in this regard. The vast amount of taxable property at Prudhoe
Bay would make it possible for the borough to raise an adequate amount of
revenue with a very low mill levy. The difference between the revenue which
would be raised by the 15 mill state property tax alone and the revenue
collected by the borough would go to the state for distribution among
unorganized boroughs. Similar exceptions theoretically could occur whenever
there was an unusually high concentration of valuable property relative to
local revenue requirements and tax rates.
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formula based on population, present wealth, and the cost of
providing services. In other words, if the cost of services were
twice as great in one area as in another, the first area would receive
twice the revenue per capita in order to insure the same level of
service. If the first area also had only half the taxable revenue per
capita as the second area, the share of the first area would again
double per capita with respect to the second area.

The 15 mill tax was withdrawn by the Governor for further
study prior to final action.

Pipeline Tax

Designed to complement the 15 mill general property tax,
HB 598 provided for a 20 mill tax on property used in oil and gas
transportation. Property subject to this tax was limited to oil and
gas pipelines over 21 inches in diameter. The 20 mill rate, which
approximates the existing tax level for such property in organized
boroughs and cities, was to be in lieu of any other state and local
taxes on the same property, including the 15 mill tax under HB
597. However, local governments that already taxed property
affected by HB 598 would continue to do so with respect to
property taxed as of January 1, 1972 (e.g., oil and gas transporta-
tion facilities on the Kenai Peninsula). Property that became
taxable under HB 598 after January 1, 1972 (e.g., trans-Alaska oil
pipeline) would be subject only to the 20 mill state tax.

The rationale for the state tax as the exclusive tax on the oil
pipeline was that such property provides immense taxable value to
certain areas without regard to the level of services required in
those areas. It was believed that the revenue anticipated from
taxation of oil and gas pipelines is properly considered a state
resource rather than the exclusive property of the area where the
property happens to be located. At the same time, it was also felt
that this revenue, like other property tax revenue, should be used
for the benefit of local governments. Accordingly, the revenue
from the state oil and gas pipeline tax would be distributed to all
local government units, including cities, organized boroughs, and

16



unorganized boroughs, in accordance with a formula similar to
that which governed distribution of the general property tax
revenue under HB 597.

The pipeline tax bill passed the House but died in the Senate
Finance Committee.

Tax Equalization

The tax equalization bill (not introduced) was simple in
concept. It provided for a determination of the annual increase in
assessed valuation of property in all ‘‘governmental units,”
defined to include cities and boroughs, organized and unorganized.
Sixty percent of the new revenue from this increased valuation,
raised by application of the mill rate of each jurisdiction, including
the 15 mill rate applicable to unorganized boroughs under HB
597, would be remitted to the state. The Department of Com-
munity and Regional Affairs would administer this revenue pool.
The department would distribute the funds directly to organized
units of local government, and, as frustee for unorganized units,
would expend amounts to be determined by a distribution
formula. The formula was similar to the HB 598 formula, except
that a “local effort” provision insured that areas which taxed them-
selves heavily (thus contributing greater proportionate amounts to
the pool) would receive a proportionately higher return.

Distribution Formula

A key to any revenue sharing system is the distribution
formula. The 1972 legislative proposals based the distribution of
revenues on four factors: (1) need for services, (2) ability to raise
revenue, or fiscal capacity, (3) relative cost of services, and (4)
local tax effort. Each of these elements may be defined and
weighted according to desired goals.

““Need for services’’ may be expressed as a function of total
population, school age population, population density, or other
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factors. The choice will depend on whether general assistance or
special aids for education, housing, or other needs is the aim.

“Fiscal capacity” might be related to assessed value per
capita, to average family income, or to number of families below a
certain income level. Distribution of the 20 mill tax revenue
initially was based on per capita valuation. When the legislature
proved reluctant to finance a statewide property assessment,
average family income was substituted.

The “cost of services” term created some misunderstanding
and was amended to clarify its meaning. Some thought it meant
providing an identical level of service for every area; others
thought it meant financing only an existing level of service. In
fact, it was an abstract measure of how much additional funding
might be required to furnish a unit of any given service to Bethel,
for example, as compared to Anchorage. It was meant to be a
“cost of living” index applied to local government services.

“Local tax effort” had different meanings in different bills.
For purposes of the exclusion in HB 597, the property tax bill, it
referred to the total amount of tax revenue raised from local
sources. It included sales, ad valorem, and any other taxes the
municipality might devise. The concern was to avoid any overall
increase in the fiscal burden on people living in a tax levying
jurisdiction.

The general equalization biN limited “local tax effort” to
revenues derived from the property tax as a fraction of total
assessed value. The funds to be distributed under this bill all
derived from the ad valorem tax. Accordingly, the local effort
term in this context was designed simply to assure that return to
each jurisdiction was partially commensurate with its con-
tribution.

18



Legislative Fate

The Department of Community and Regional Affairs bill
became law. The general equalization bill was not introduced. The
15 mill property tax bill was withdrawn for further study. The 20
mill pipeline tax bill failed to pass the Senate. Largely because
defeat of the 20 mill tax bill left no revenue source for new
boroughs, HB 596 providing for subdivision of the unorganized
borough also died in the Senate.

Some of the problems with the program were political and
some were conceptual. A major objection to the 15 mill property
tax, apart from its complexity, was the need for a statewide assess-
ment. Many legislators felt that the estimated return from the tax
did not justify the expense of an assessment.

More difficult was a possible contradiction between the
operation of the property tax and the goal of early local govern-
ment organization discussed above. Under HB 597, revenue from
the 15 mill property tax went to the unorganized boroughs
created by HB 596. Once an area chose to organize and assume its
own taxing authority, it would no longer receive revenue under
the formula. This result would be a disincentive to organization in
areas with low assessed valuations. On the other hand, a high value
area would be better off organized, since property within its bor-
ders would no longer be a source of revenue for other areas under
the terms of HB 597.22 At the same time, this exclusion could
encourage other areas to oppose the organization of a wealthier
area, such as the North Slope.

However, exclusion from the 15 mill property tax after incor-
poration was necessary politically to avoid any suggestion of
discrimination between new rural boroughs and established
boroughs. In addition, the equalization bill reduced the disincen-
tive problem. If enacted, this bill would have permitted a new
borough not only to assume taxing powers on equal footing with

22But see footnote 21 above.
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other boroughs, but also to draw on revenues from resources out-
side its own borders. Finally, the distribution of revenues under
HB 598, the 20 mill pipeline tax, also would have provided
revenue regardless of whether an area was organized.

The 20 mill tax suffered because the major legislative struggle
of the 1972 session centered on a package of legislation designed
to protect the state’s future oil production revenues. When these
bills finally were passed, legislative leadership was in no mood to
face what appeared to be still another oil revenue bill. 23

As noted, the borough organization bill failed largely because
establishment of new boroughs, in the absense of adequate
revenues, might have created expectations which could not be
fulfilled. In addition, some Native leaders felt that the state should
not be involved in drawing boundaries for rural boroughs, but that
people in these areas should determine their own governmental
configuration. Especially in rural areas with Native population
majorities, Native leaders are most likely to prefer that borough
boundaries be coterminous with those of the regional corporations
established under the Alaska Native Claims Settlement Act. This is
also likely to be the view of state policymakers, unless there are
compelling reasons for following a different course. In any case,
the Alaska constitution24 and state Supreme Count decisions on
the point25 indicate that the state has ultimate responsibility for
local government boundaries. As noted by the court in the
Fairview case:

23HB 598’s relatively simple ad valorem approach to oil revenue (the
20 mill pipeline tax) is likely to command further attention particularly if
present measures based on maintenance of wellhead price encounter serious
difficulty in court.

24 Art. X, Sec. 3 and 12.
25Fairvz'ew Public Utility District No. 1 v. City of Anchorage, 368 P.
2d. 540, 543 (Alaska 1962).
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An examination of the relevant minutes of [the Constitution-
al Convention’s committee on local government] meetings
shows clearly the concept that was in mind when the local
boundary commission was being considered: that local politi-
cal decisions do not usually create proper boundaries and
that boroughs should be established at the state level .26

Also, the failure of voluntary borough formation in the years since
statehood indicates the practical importance of state initiative in
this area.

Conclusion

The 1972 legislative program brought before the legislature
and the public much useful information and debate. New pro-
grams take time to be perfected in detail and to gain public
acceptance. The possible approaches to fiscal resource equalization
were by no means exhausted by the 1972 legislative proposals.
Given the legal and social pressures involved, it is likely that fur-
ther attempts will be made, based either on refinements of that
legislation or on different concepts. It may be useful to suggest
certain tentative principles which seem to emerge from the re-
search and experience generated by the 1972 program:

® Revenue equalization is desirable to promote early formation
of rural boroughs, and on legal and equitable grounds.

® A prerequisite to equalization is coherent geographic units;
the state should have ultimate control over the configu-
ration of new boroughs.

® Revenue distribution should not be dependent on organiza-
tional status. That is, an area should not be forced to
assume government responsibility prematurely in order
to procure adequate services, and a decision to incorpo-
rate should carry no fiscal penalty.

281pid.
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® The mechanics of the program should be as simple and ortho-
dox as possible, involving minimum interference with
local decision making and minimum disturbance of
existing tax bases.

Local government is a volatile policy area, and proposals
dealing with local finances can verge on the incendiary. As a result,
any legislative decision on new approaches to local government is
difficult. But inaction is also a decision, and by now we should
know enough about the historical results of inaction in Alaska to
prefer innovation, unnerving though it may sometimes be.
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APPENDIX A

ALASKA STATE CONSTITUTION

Article X
Local Government

Section 1. Purpose and Construction. The purpose of this
article is to provide for maximum local self-government with a
minimum of local government units, and to prevent duplication of
tax-levying jurisdictions. A liberal construction shall be given to
the powers of local government units.

Section 2. Local Government Powers. All local government
powers shall be vested in boroughs and cities. The State may
delegate taxing powers to organized boroughs and cities only.

Section 3. Boroughs. The entire State shall be divided into
boroughs, organized or unorganized. They shall be established in a
manner and according to standards provided by law. The standards
shall include population, geography, economy, transportation, and
other factors. Each borough shall embrace an area and population
with common interests to the maximum degree possible. The
legislature shall classify boroughs and prescribe their powers and
functions. Methods by which boroughs may be organized,
incorporated, merged, consolidated, reclassified, or dissolved shall
be prescribed by law.

Section 4. Assembly. The governing body of the organized
borough shall be the assembly, and its composition shall be
established by law or charter.




Section 5. Service Areas. Service areas to provide special
services within an organized borough may be established, altered,
or abolished by the assembly, subject to the provisions of law or
charter. A new service area shall not be established if, consistent
with the purposes of this article, the new service can be provided
by an existing service area, by incorporation as a city, or by
annexation to a city. The assembly may authorize the levying of
taxes, charges, or assessments within a service area to finance the
special services.

Section 6. Unorganized Boroughs. The legislature shall
provide for the performance of services it deems necessary or
advisable in unorganized boroughs, allowing for maximum local
participation and responsibility. It may exercise any power or
function in an unorganized borough which the assembly may
exercise in an organized borough.

Section 7. Cities. Cities shall be incorporated in a manner
prescribed by law, and shall be a part of the borough in which
they are located. Cities shall have the powers and functions
conferred by law or charter. They may be merged, consolidated,
classified, reclassified, or dissolved in the manner provided by law.

Section 8. Council. The governing body of a city shall be
the council.

Section 9. Charters. The qualified voters of any borough of
the first class or city of the first class may adopt, amend, or repeal
a home rule charter in a manner provided by law. In the absence
of such legislation, the governing body of a borough or city of the
first class shall provide the procedure for the preparation and
adoption or rejection of the charter. All charters, or parts or
amendments of charters, shall be submitted to the qualified voters
of the borough or city, and shall become effective if approved by a
majority of those who vote on the specific question.

Section 10. Extended Home Rule. The legislature may
extend home rule to other boroughs and cities.

24



Section 11. Home Rule Powers. A home rule borough or
city may exercise all legislative powers not prohibited by law or by
charter.

Section 12. Boundaries. A local boundary commission or
board shall be established by law in the executive branch of the
state government. The commission or board may consider any
proposed local government boundary change. It may present
proposed changes to the legislature during the first ten days of any
regular session. The change shall become effective forty-five days
after presentation or at the end of the session, whichever is earlier,
unless disapproved by a resolution concurred in by a majority of
the members of each house. The commission or board, subject to
law, may establish procedures whereby boundaries may be
adjusted by local action.

Section 13. Agreements; Transfer of Powers. Agreements,
including those for cooperative or joint administration of any
functions or powers, may be made by any local government with
any other local government, with the State, or with the United
States, unless otherwise provided by law or charter. A city may
transfer to the borough in which it is located any of its powers or
functions unless prohibited by law or charter, and may in like
manner revoke the transfer.

Section 14. Local Government Agency. An agency shall be
established by law in the executive branch of the state government
to advise and assist local governments. It shall review their
activities, collect and publish local government information, and
perform other duties prescribed by law.

Section 15. Special Service Districts. Special service
districts existing at the time a borough is organized shall be
integrated with the government of the borough as provided by
law.
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APPENDIX B

AN ACT
Creating a Department of Community and Regional Affairs;
and providing for an effective date.

BE IT ENACTED BY THE LEGISLATURE
OF THE STATE OF ALASKA:

*Section 1. AS 44.15.010 is amended by adding a new paragraph
to read:

(17) Department of Community and Regional Affairs
*Section 2. AS 44 is amended by adding a new chapter to read:

CHAPTER 47. DEPARTMENT OF COMMUNITY
AND REGIONAL AFFAIRS.

ARTICLE 1. ORGANIZATION AND PURPOSE.

Sec. 44.47.010. COMMISSIONER OF COMMUNITY AND
REGIONAL AFFAIRS. The principal executive officer of the
Department of Community and Regional Affairs is the
commissioner of community and regional affairs.

Sec. 44.47.020. PURPOSE OF DEPARTMENT. The
purpose of the department is to render maximum state assistance
to government at the community and regional level.




ARTICLE 2. COMMUNITY AND REGIONAL AFFAIRS,

Sec. 44.47.050. GENERAL POWERS AND DUTIES. The
department may

(1) advise and assist local governments;
(2) serve as staff for the Local Boundary Commission;

(3) conduct studies and carry out experimental and pilot
projects for the purpose of developing solutions to community
and regional problems;

(4) promote cooperative solutions to problems affecting
more than one community or region, including joint service
agreements, regional compacts, and other forms of cooperation;

(b) serve as a clearinghouse for information useful in
solution of community and regional problems, and channel to
the appropriate authority requests for information and services;

(6) advise and assist community and regional governments
on matters of finance, including but not limited to bond
marketing and procurement of federal funds;

(7) prepare suggested guidelines relating to the content of
notice of bond sale advertisements, prospectuses and other
bonding matters issued by local governments;

(8) administer state funds appropriated for the benefit of
unorganized regions within the state, allowing for maximum
participation by local advisory councils and similar bodies;

(9) carry out those administrative functions in unorganized
boroughs that the legislature may prescribe;

(10) study existing and proposed laws and state activities
that affect community and regional affairs and submit to the
governor recommended changes in those laws and activities;
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(11) coordinate activities of the state which have impact on
community and regional affairs;

(12) assist in the development of new communities and
serve as the agent of the state for purposes of participation in
federal programs relating to new communities;

- (13) supervise planning, management, and other activities
required for local eligibility for financial aid under those federal
and state programs which provide assistance to community and
regional governments;

(14) administer state, and, as appropriate, federal programs
for revenue sharing, grants, and other forms of financial assistance
to community and regional governments;

(15) provide staff assistance, as requested, to the Rural
Affairs Commission;

(16) apply for, receive and use funds from federal and other
sources, public or private, for use in carrying out the powers and
duties of the department;

(17) request and utilize the resources of other agencies of
state government in carrying out the purposes of this chapter to
the extent such utilization is more efficient than maintaining
departmental staff, reimbursing the other agencies when
appropriate;

(18) carry out other functions and duties, consistent with
law, necessary or appropriate to accomplish the purpose of this
chapter. \

ARTICLE 3. PLANNING ASSISTANCE.
Sec. 44.47.080. PLANNING ASSISTANCE TO PLATTING

AUTHORITIES. To facilitate urban planning in cities and other
political subdivisions, the department may provide planning
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assistance, including but not limited to surveys, land-use studies,
urban renewal plans, technical services, and other planning work
to a city, borough, or other platting authority. In an area under
the jurisdiction for planning purposes of a city, borough, or other
platting authority, the department may not perform the planning
work except at the request or with the consent of the local
authority.

Sec. 44.47.090. ASSISTANCE BY CITIES AND
PLATTING AUTHORITIES. A city or platting authority may
make funds under its control available to the department for the
purposes of obtaining planning work or planning assistance, or
both, for its area. The department may contract for, accept, and
expend the funds for urban planning for the local jurisdiction.

Sec. 44.47.100. PLANNING POWERS OF
AUTHORITY. The department may accept and expend grants
from the federal government and other public or private sources,
may contract with reference thereto, and may enter into contracts
and exercise all other powers necessary to carry out secs. 80-100
of this chapter.

ARTICLE 4. RURAL DEVELOPMENT

Sec. 44.47.130. POWERS AND DUTIES. To promote
development of rural areas of the state the department is
authorized to

(1) investigate social and economic conditions of rural areas
to determine the need to expand economic opportunities and
improve living conditions;

(2) formulate a coordinated program to broaden and
diversify the economic base of rural areas;

(8) coordinate administration of emergency relief, surplus
food distribution, or other public assistance programs, except the
regular relief and assistance programs of the federal government in
rural areas;
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(4) formulate and conduct a program of construction of
basic facilities to improve health, welfare and economic security
and provide employment and income in the rural areas;

(6) promote training and educational programs designed to
expand employment opportunities for residents of rural areas.

ARTICLE 5. GENERAL PROVISIONS.

Sec. 44.47.160. REGULATIONS. The department may
adopt regulations in accordance with the Administrative Procedure
Act (AS 44.62) to carry out the purposes of this chapter.

Sec. 44.47.170. DEFINITIONS. In this chapter

(1) “‘commissioner” means the commissioner of community
and regional affairs;

(2) “community” means home rule cities and boroughs,
cities and boroughs of any class, and unorganized boroughs and
villages which are social units;

(3) “department” means the Department of Community
and Regional Affairs;

(4) “‘region” means an area larger than a community, or
including all or part of more than one community, but sufficiently
integrated that it may be treated as a unit for administration of
particular services.

*Sec. 3. AS 43.18.010(a)(4)(B)(ii) is amended to read:

(ii) an annual contract with a recognized planning firm
to provide land use planning and plan implementation on a
consulting basis with a work program outline approved by
the Department of Community and Regional Affairs; or
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*Sec. 4. AS 43.18.010(a)(4)(B)(iii) is amended to read:

(iii) the state’s continuing planning advisory service
program through the Department of Community and
Regional Affairs;

*Sec. 5. AS 44.19.250 is amended to read:

Sec. 44.19.250. LOCAL BOUNDARY
COMMISSION. There is in the Department of Community
and Regional Affairs a local boundary commission. The local
boundary commission consists of five members appointed by
the governor for overlapping five-year terms. One member
shall be appointed from each of the four major senatorial
election districts and one from the state at large. The member
appointed from the state at large is the chairman of the
commission.

*Qec. 6. AS 44.19.260(a)(3) is amended to read:

(3) consider a local government boundary change
requested of it by the legislature, the commissioner of
community and regional affairs, or a political subdivision of
the state; and

*Sec. 7. AS 44.19.270 is amended to read:

Sec. 44.19.270. MEETINGS AND HEARINGS. The
chairman of the commission or the commissioner of
community and regional affairs with the consent of the
chairman may call a meeting or hearing of the local boundary
commission. All meetings and hearings shall be public.

*Sec. 8. AS 44.19.880(a)(10) is amended to read:

(10) assist the governor and the Department of
Community and Regional Affairs in coordinating the
activities of state agencies which have an impact on the
solution of local and regional development problems;
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*Sec. 9. When the titles “Local Affairs Agency’ or ‘“Rural
Development Agency’” appear in the law of this state, they shall be
read as the “Department of Community and Regional Affairs”.

*Sec. 10. AS 18.55.970 - 18.55.990; AS 44.19.180 - 44.19.210;
44.19.580 - 44.19.620; 44.19.880(5) are repealed.

*Section 11. All litigation, hearings, investigations and other
proceedings pending under a law amended or repealed or functions
which may be transferred by this Act, continue in effect and may
be continued and completed notwithstanding a transfer or
amendment or repeal provided for in this Act. Certificates, orders,
rules or regulations issued or filed under authority of law amended
or repealed by this Act or functions which may be transferred by
this Act, remain in effect for the term issued, until revoked,
vacated, or otherwise modified under the provisions of this Act.
All contracts or other obligations created by a law amended or
repealed by this Act or by virtue of functions which may be
franferred by this Act, and in effect on the effective date of this
Act, remain in effect until revoked, or modified under the
provisions of this Act. Appropriations, records, equipment and
other property of agencies of the state integrated with the
Department of Community and Regional Affairs established under
this Act are transferred to the department. Appropriations and
other money available and to become available to agencies the
functions, powers and duties of which have been transferred to the
Department of Community and Regional Affairs established under
this Act shall be available for the objects and purposes for which
appropriate or otherwise made available, subject to the terms,
restrictions, limitations or other requirements imposed under this
section or federal law.

*Sec. 12. This Act takes effect July 1, 1972.

Approved by governor: July 7,1972
Actual effective date: July 1, 1972
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APPENDIX C

IN THE HOUSE BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR -

HOUSE BILL NO. 596

IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE—SECOND SESSION

A BILL

For an Act entitled: “An Act providing for boroughs in the
unorganized borough; and providing for an effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*Section 1. AS 07 is amended by adding a new chapter to read:

CHAPTER 04. BOUNDARIES AND ORGANIZATION OF BOROUGHS
IN THE UNORGANIZED BOROUGH.

ARTICLE 1. BOUNDARIES, ADMINISTRATION AND
INCORPORATION.

Sec. 07.04.010. BOUNDARIES. By the tenth day
following the convening of the first session of the Eighth
Legislature, the Local Boundary Commission shall propose to the
legislature a division of the unorganized area of the state into
unorganized boroughs. The Local Boundary Commission may
propose adjustments to the boundaries of existing boroughs to the
extent necessary to secure conformity with the standards for
borough boundaries set forth in the statutes and in the
Constitution of the State of Alaska. A proposed adjustment of
existing boundaries shall provide for those transitional matters the




commission considers necessary or appropriate. The boundaries
proposed by the Local Boundary Commission become effective 45
days after presentation or at the end of the session whichever is
earlier, unless disapproved by resolution concurred in by a
majority of the members of each house. The proposed division is
not subject to modification by the legislature as an alternative to
disapproval, and if disapproved by the legislature the proposed
division made in accordance with the section is of no effect.

Sec. 07.04.020. ADMINISTRATION. Unorganized
boroughs shall be administered by the Department of Community
and Regional Development as prescribed by the legislature.

Sec. 07.04.030. ADVISORY COUNCIL. In each
unorganized borough the lieutenant governor, within 60 days of
the establishment of unorganized borough in the manner provided
in sec. 10 of this chapter shall provide for election of an advisory
council of 11 members. The council may participate in an advisory
capacity in the development and implementation of state
programs and projects relating to the borough. Elections of
council members shall be held every four years.

Sec. 07.04.035. COUNCIL MEMBERSHIP. At the time of
election and during their tenure advisory council members shall be
qualified voters of the state and residents of the borough. A
vacancy on the advisory council shall be filled by a person
qualified for election to the advisory council and selected by
majority vote of the remaining members of the council. If a
majority of seats on the advisory council are vacant concurrently,
the lieutenant governor shall fill the vacancies by appointment of
persons qualified for election to the advisory council.

Sec. 07.04.040. INCORPORATION. A percentage,
determined in accordance with AS 07.10.020(8), of the qualified
voters of an unorganized borough may petition for organization of
the borough as a borough of the first, second or third class in the
manner provided in AS 07.10 and 07.17, except that the petition
need not include matters relating to boundaries.

36



ARTICLE 2. HOME RULE CHARTERS.

Sec. 07.04.050. ADOPTION OF CHARTER. An
unorganized borough established under this chapter may adopt a
home rule charter in the manner prescribed by AS 29.40.010 -
29.40.030 and AS 29.85.110(a) - (d), except that the advisory
council elected in accordance with sec. 30 of this chapter shall
perform the duties assigned to city councils, and except that the
charter commission shall consist of 11 members. Vacancies on the
charter commission shall be filled in the same manner as vacancies
on the advisory council,

Sec. 07.04.060. ORGANIZATION The charter commis-
sion shall initiate organization of the borough in accordance with
the terms of the charter by submission of the charter to the
Department of Community and Regional Development. The char-
ter shall be submitted within one year of the first meeting of the
commission. The department shall review the charter in light of
the circumstances of the particular borough and, within 120 days
from receipt shall transmit the charter, together with its findings
and recommendations, to the Local Boundary Commission.

Sec. 07.04.070. HEARING. The Local Boundary
Commission shall hold at least one hearing in the area proposed to
be organized for the purpose of hearing public comment on the
charter.

Sec. 07.04.080. LOCAL BOUNDARY COMMISSION
DETERMINATION. The Local Boundary Commission, within 90
days from receipt of the charter and the recommendations and
findings of the Department of Community and Regional
Development, shall determine whether the charter meets standards
for organization established by the laws and the Constitution of
the State of Alaska and by regulations adopted by the com-
mission.

Sec. 07.04.090. REJECTION OF CHARTER. If the Local
Boundary Commission determines that the charter fails to meet
the standards for organization it shall reject the charter stating in
writing its reasons for the rejection.
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Sec. 07.04.100. AMENDED CHARTER. A charter
commission, within 60 days of rejection, may prepare and submit
to the Department of Community and Regional Development an
amended charter fairly meeting the stated objections to the
original charter. The amended charter shall be evaluated in the
same manner as the original charter. No more than one original
and one amended charter may be submitted within one 12 month
period.

Sec., 07.04.110. RATIFICATION OF CHARTER. If the
Local Boundary Commission determines that the charter meets
the standards for organization it shall notify the lieutenant
governor. As soon thereafter as practicable the lieutenant governor
shall provide for an election in the borough on the question of
whether or not the charter is ratified and for election of the
officers provided for in the charter. The election shall be preceded
by publication and posting of the proposed charter by the
lieutenant governor substantially in the manner provided for other
charter elections in AS 29.85.150.

Sec. 07.04.120. CERTIFICATION OF RESULTS. If a
majority of the votes cast by the qualified voters of the borough
are against ratification the lieutenant governor shall so certify and
shall certify that the charter is defeated. If a majority of the votes
cast by the qualified voters on the question are in favor of ratifica-
tion the lieutenant governor shall so certify and declare that the
borough in which the election was held is an organized borough
and a municipal corporation in accordance with the terms of the
charter. The lieutenant governor shall also certify the names of
those candidates who received the greatest number of votes for the
offices established by the charter.

Sec. 07.04.125. VOTERS, ELECTIONS AND COSTS. (a)
A person is qualified to vote in a borough election authorized in
this chapter if he is qualified to vote in state elections and if he is a
resident of the borough.

(b) The lieutenant governor shall supervise elections under
this chapter as provided for supervision of other borough elections
under AS 07.10.120(d).
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(c) The state through the office of the lieutenant governor
shall assume the costs of elections and charter preparation under
this chapter.

*Sec. 2. Nothing in the Act may be construed to affect any
organization petition pending on the effective date of this Act. All
such petitions shall be acted upon in the manner provided by law
in effect prior to the effective date of this Act.

*Sec. 3. AS 07.05.010 and AS 07.05.040 are repealed.

*Sec. 4. This Act takes effect July 1, 1972.
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APPENDIX D

IN THE HOUSE BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR

HOUSE BILL NO. 597

IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE—SECOND SESSION

A BILL

For an Act entitled: ‘“An Act providing for assessment, levy, col-
lection and distribution of a property tax; and providing for an
effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*Section 1. AS 43 is amended by adding a new chapter to read:
CHAPTER 77. PROPERTY TAX
ARTICLE 1. LEVY, ASSESSMENT AND COLLECTION.,

Sec. 43.77.010. LEVY OF TAX. An annual tax of 15 mills
is levied each tax year, beginning January 1, 1973, on the full and

true value of taxable real and personal property located in the
state.

Sec. 43.77.020. EXEMPTIONS. The following property is
exempt from the tax levied in sec. 10 of this chapter:

(1) an owner-occupied single family dwelling, and the
land it stands on, including but not limited to condomi-




niums to the extent of the interest of an owner, and house-
hold goods and personal effects, including but not limited to
farm equipment, inventory, mechanic’s tools and other
equipment necessary to the business of the taxpayer and
other property of the taxpayer of any description otherwise
taxable under this chapter; however, an exemption under this
paragraph may not exceed $50,000;

(2) property exempt under AS 29.10.336;
(3) unimproved land;
(4) aircraft weighing 6,000 pounds or less;

(5) boats and vessels otherwise taxed by a city or
borough.

Sec. 43.77.030. CREDIT. A credit is allowed to an owner
on the tax payable with respect to particular property under this
chapter equal to the full amount of ad valorem tax levied by a city
or borough on the same property for the same tax year and not
satisfied by means of a tax credit or by means of a tax incentive.

Sec. 48.77.040. LOCAL EEFFORT EXCLUSION. No
return need be filed nor tax paid by any person with respect to
property located in a city or borough for any tax year as to which
the Department of Revenue certifies that the amount of tax which
would be levied under this chapter in the city or borough for that
year exceeds the amount of revenue raised or anticipated from all
local taxes in the city or borough during the tax year next
preceding.

Sec. 43.77.050. ASSESSMENT. Assessment of property in
unorganized boroughs subject to the tax levied under this chapter
shall be carried out by the office of the state assessor in the
Department of Community and Regional Development in the
manner provided in AS 29.10.378 - 29.10.453 for first class cities,
except that the state assessor in the Department of Community
and Regional Development shall function in place of the local
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assessor and a state assessment review officer shall function in
place of the city council sitting as a board of equalization.

Sec. 43.77.060. STATE ASSESSMENT REVIEW
OFFICERS. The commissioner of community and regional
development shall appoint at least five qualified persons to serve at
his pleasure as state assessment review officers. At least one such
person shall be appointed from each of the four judicial districts.

Sec. 43.77.070. COMPENSATION, PER DIEM AND
EXPENSES. State assessment review officers receive no compen-
sation but are entitled to per diem and expenses authorized by law
for boards.

Sec. 43.77.080. POWERS AND DUTIES. Each state assess-
ment review officer has the powers and duties with respect to
assessment in unorganized boroughs of a city council sitting as a
board of equalization with respect to first class cities.

Sec. 43.77.090. HEARINGS. The commissioner of
community and regional development shall assign annually at least
one state assessment review officer to hear assessment appeals at
appropriate locations in each election district.

Sec. 43.77.100. REAL PROPERTY RECORDING. To
assist in assessment of real property subject to tax under this
chapter, no recorder may accept for filing any document of transf-
er unless the document shows on its face a legal description of the
property, the names and addresses of the buyer and seller, the date
of the sale, and the purchase price, attested to by the transferee,
except that, the recorder may accept, in place of this information
on the document of transfer, a sworn statement of the transferee
containing the same information. The statement shall be held in
confidence for use only by the office of the state assessor.

Sec. 43.77.110. COLLECTION AND ENFORCE-
MENT. The tax levied in this chapter is payable in full to the
Department of Revenue on September 30 of the tax year. A
penalty of ten per cent shall be added to delinquent taxes and
interest at the rate of six per cent a year shall accrue on all unpaid
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taxes, excluding penalties, from the due date until paid in full.
Collection of the tax levied in this chapter shall be carried out by
the Department of Revenue in the manner provided in AS
29.10.456 - 29.10.537 and AS 29.10.348 - 29.10.351 for first
class cities.

Sec. 43.77.120. PROCEEDS OF TAX. Money collected
under this chapter shall be deposited in the general fund.

Sec. 43.77.130. LIEN FOR TAX. The tax levied under this
chapter and interest and penalty set out in sec. 110 of this chapter
are liens upon the property assessed and taxed. With respect to
property located outside an organized borough and outside of a
city, the tax liens provided by this chapter are prior and para-
mount to all other liens or encumbrances against the property
assessed. With respect to property located in cities and boroughs
the tax liens provided by this chapter are prior to all liens and
encumbrances against the property assessed except liens for taxes
levied by the city or borough.

Sec. 43.77.140. FALSE STATEMENT. A person who
knowingly makes a false statement in a return required under this
chapter as to the amount, location, kind or value of property
subject to taxation with intent to evade the taxation is guilty of a
misdemeanor and upon conviction is punishable by a fine of not
more than $500 or by imprisonment for not more than five days,
or by both, together with the costs of prosecution.

ARTICLE 2. REVENUE SHARING AMONG
UNORGANIZED BOROUGHS.

Sec. 438.77.160. DISTRIBUTION OF PROCEEDS. The
legislature is authorized to appropriate each year as shared revenue
for the benefit of unorganized boroughs an amount equal to the
net amount of revenue raised under this chapter in the preceding
year on property located in unorganized boroughs. Revenue so
appropriated shall be administered by the Department of Com-
munity and Regional Development. The department shall hold and
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utilize for the benefit of each unorganized borough an amount
determined in accordance with secs. 170 - 190 of this chapter.

Sec. 43.77.170. DIRECT RETURN. From the appropri-
ation authorized under sec. 160 of this chapter an amount equal
to the net revenue raised by a five mill levy on property taxable
under this chapter within each unorganized borough shall be held
and used for the benefit of the unorganized borough where the
particular property is located.

Sec. 43.77.180. DISTRIBUTION. Revenue appropriated
under sec. 130 of this chapter, less revenue allotted in accordance
with sec. 170 of this chapter, shall be held and used for the benefit
of each unorganized borough in accordance with the ratio of its
distribution index to the sum of the distribution indices of all
unorganized boroughs.

Sec. 43.77.190. DISTRIBUTION INDEX. The distribution
index of each unorganized borough is based upon its wealth, cost
of services, population and area and is determined by the follow-
ing formula:

D - F.Ccp
where ZFP
D = distribution index
F, = average fiscal capacity of unorganized boroughs
Fp = fiscal capacity of the particular unorganized borough
C = cost of service which is the cost as determined by the
state assessor for each tax year in each particular
unorganized borough of providing education, water,
sewer, police, fire, administrative and other government
services expressed as a percentage of the average cost of
such services in all unorganized boroughs.
P = population of the particular unorganized borough as a

percentage of total population of unorganized boroughs.
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Sec. 43.77.200. DEFINITIONS. In this chapter

(1) ‘“Taxable real and personal property’ means pro-
perty not exempt from taxation under the constitution and
laws of the state; particularly the term does not include
property exempt under sec. 20 of this chapter, in AS
29.10.342, in AS 29.10.343 and in 29.10.344; the term
otherwise includes property exempted from taxation by
home rule charter provision and property exempted from
execution under AS 09;

(2) “real property” means property defined in AS
29.10.552(1);

(3) “‘personal property” means property as defined in
AS 29.10.552(3) excluding money on deposit;

(4) ‘““unimproved land” means land with respect to
which the state assessor in the Department of Community
and Regional Development determines that no current physi-
cal addition or alteration which enhances the utility, value, or
income producing potential exists;

(b) ‘‘fiscal capacity” means the total assessed value
within an organized borough divided by its population.

Sec. 43.77.210. REGULATIONS. The Department of
Community and Regional Development and the Department of
Revenue may adopt regulations as appropriate to carry out their
respective duties under this chapter.

*Sec. 2. This Act takes effect on the day after its passage and
approval or on the day it becomes law without approval.
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APPENDIX E

IN THE HOUSE BY THE LOCAL GOVERNMENT COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 598

IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE—SECOND SESSION

A BILL

For an Act entitled: “An Act providing for a state tax on pro-
perty used in connection with transportation of unrefined oil and
gas; and providing for an effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*Section 1. AS 43 is amended by adding a new chapter to read:

CHAPTER 56. OIL AND GAS TRANSPORTATION PROPERTY TAX.

Sec. 43.56.010. LEVY OF TAX. An annual tax of 20 mills
is levied each tax year beginning January 1, 1973, on the full and
true value of taxable real and tangible personal property employed
in the transportation of unrefined oil and gas. With respect to a
facility employed for part of a tax year in such a manner as to
render it taxable under this chapter or partly so employed for a
full tax year, the value of the facility taxable under this chapter
shall be proportionate to the employment. Property taxable under
this chapter does not include property employed in the construc-
tion of facilities taxable under this chapter as distinct from the
facilities themselves. The tax levied under this chapter does not
apply to property with respect to which an ad valorem tax is




payable to a city or borough on January 1, 1972 and on January 1
of any succeeding year during which a tax is levied under this
chapter.

Sec. 43.56.020. EXEMPTIONS. In addition to property
excluded under sec. 150(6) of this chapter, the following property
is exempt from the tax levied under this chapter:

(1) producing oil or gas leases;

(2) machinery, appliances and equipment used in and
around a well producing oil or gas and actually used in the
operation of a well;

(3) oil and gas produced in the state upon which gross
production taxes are paid;

(4) pipelines less than 21 inches in diameter.

Sec. 43.56.030. IN LIEU OF OTHER TAXES. Payment of
the tax levied under this chapter is in lieu of all ad valorem taxes
on property subject to tax under this chapter now or hereafter
imposed by the state, or by a city or a borough.

Sec. 43.56.040. ASSESSMENT. Assessment of property
subject to the tax levied under this chapter shall be carried out by
the Local Affairs Agency substantially in the manner provided in
AS 29.10.378 - 29.10.453 for first class cities, except that the
agency shall function in place of the local assessor, and the State
Assessment Review Board shall function in the place of the city
council sitting as a board of equalization.

Sec. 43.56.0560. STATE ASSESSMENT REVIEW
BOARD. The director of local affairs shall appoint at least five
qualified persons to serve at his pleasure as the State Assessment
Review Board. At least one person shall be appointed from each of
the four judicial districts.

Sec. 43.56.060. PER DIEM AND EXPENSES. Members of
the State Assessment Review Board shall be compensated and are
entitled to per diem and expenses authorized by law for boards.

48



Sec. 43.56.070. POWERS AND DUTIES. The State Assess-
ment Review Board has the powers and duties with respect to
assessment of property taxable under this chapter of a city council
sitting as a board of equalization with respect to first class cities.

Sec. 43.56.080. COLLECTION AND ENFORCE-
MENT. The tax levied in this chapter is payable in full to the
Department of Revenue on September 30 of the tax year, except
that, the Department of Revenue may by regulation provide for
prepayment of taxes and payment by installments. A penalty of
ten per cent shall be added to delinquent taxes and interest at the
rate of eight per cent per annum, or four percentage points above
the per annum rate charged member banks for advances by the
12th Federal Reserve District that prevailed on the first day of the
month preceding the commencement of that calendar quarter,
whichever is greater, shall accrue on all unpaid taxes, excluding
penalties, from the due date until paid in full. Collection of the
tax levied under this chapter shall be carried out by the Depart-
ment of Revenue substantially in the manner provided in AS
29.10.456 - 29.10.537 and 29.10.348 - 29.10.351 for first class
cities.

Sec. 43.56.090. LIEN FOR TAX. The tax levied under this
chapter and interest and penalty set out in sec. 80 of this chapter
are liens upon the property subject to tax under this chapter. The
liens provided by this section are prior and paramount to all other
liens or encumbrances upon the same property.

Sec. 43.56.100. FALSE STATEMENT. A person who
knowingly fails to file a return when due or makes a false state-
ment in a return required under this chapter as to the amount,
location, kind or value of property subject to taxation with intent
to evade the taxation is guilty of a misdemeanor and upon convic-
tion is punishable by a fine of not more than $1,000, or by
imprisonment for not more than six months, or by both, together
with the costs of prosecution.

Sec. 43.56.110. DEPOSIT IN GENERAL FUND. The
annual revenue from the tax levied under this chapter shall be
deposited in the general fund.
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Sec. 43.56.120. AUTHORIZATION OF APPROPRIA-
TION. There is authorized to be appropriated to the Local
Affairs Agency each year an amount equal to the sum of the
amounts deposited in the general fund under sec. 110 of this
chapter, less costs incurred or anticipated in administration of the
tax for the year of levy.

Sec. 43.56.130. DISTRIBUTION. As soon as practicable
following the annual appropriation provided for in sec. 120 of this
chapter, the Local Affairs Agency shall distribute to the treasurer
of each taxing unit, and shall segregate and hold for the benefit of
each unorganized borough, an amount which bears the same ratio
to the total amount of the annual appropriation under sec. 120 of
this chapter as the distribution index of the governmental unit
bears to the sum of the distribution indices of all governmental
units.

Sec. 43.56.140. DISTRIBUTION INDEX. The distribution
index of each governmental unit is based on its cost of services,
wealth and population and is determined annually in accordance
with the following formula:

PCF,
D= T
p
where
D = distribution index
P = total population of the governmental unit as a percen
tage of the statewide total population
C = cost of service index
Fp = fiscal capacity

F, = statewide fiscal capacity.
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Sec. 43.56.150. DEFINITIONS. In this chapter

(1) “‘cost of service index” means the ratio as deter-
mined by the Local Affairs Agency of the average cost of
materials and personal services, weighed equally, in a particu-
lar governmental unit to the average cost of materials and
personal services in the state as a whole for each tax year;in
determining the cost of service index the state assessor may
utilize such standards of reference as federal cost of living
data, state employee regional pay differentials and other
measures and standards which in his opinion tend to reflect
cost differentials of construction materials, labor, and other
components of the overall cost of local government opera-
tions;

(2) ““fiscal capacity’ means the ratio of total taxable
assessed value to total population in a governmental unit;

{3) “‘governmental unit’’> means an organized borough
or a city levying ad valorem taxes whether located inside or
outside an organized borough, and an unorganized borough;

(4) ‘‘statewide fiscal capacity’ means the ratio of total
taxable assessed value to total population for the state as a
whole;

(b) ‘“‘taxable real and tangible personal property”
means property not exempt from taxation under the consti-
tution and laws of the state or of the United States, but does
not include any subsurface estate or property used in a
consumer distribution system; the term includes otherwise
taxable property exempted from taxation under home rule
ordinance or charter;

(6) ‘“‘taxing unit’’ means any organized borough or city
levying ad valorem taxes whether located inside or outside an
organized borough.

Sec. 43.56.160. REGULATIONS. The Local Affairs
Agency and the Department of Revenue may adopt regulations as
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appropriate to carry out their respective duties under this chapter,
including regulations governing determination of the population
valuation and cost factors in sec. 140 of this chapter.

*Sec. 2. This Act takes effect on the day after its passage and
approval or on the day it becomes law without approval.
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APPENDIX F

IN THE HOUSE BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR

HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE—SECOND SESSION

A BILL

For an Act entitled: ‘“An Act providing for equalization of local
tax resources; and providing for an effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA.:
*Section 1. AS 43 is amended by adding a new chapter to read:
CHAPTER 17. STATEWIDE TAX RESOURCE EQUALIZATION.,

Sec. 43.17.010. PURPOSE. The purpose of this chapter is
to provide for equitable allocation of tax resources among local
government units organized and unorganized, and to insure that
no area suffers impoverishment of necessary public services, rela-
tive to other areas, because of the chance location of taxable
wealth within the state.

Sec. 43.17.020. DETERMINATION OF VALUE IN-
CREASE. As soon as practicable following completion of assess-
ment rolls for the tax year beginning January 1, 1973 and each tax
year thereafter, the state assessor shall ascertain and certify for
each governmental unit the amount by which the value of taxable
property within the governmental unit as of January 1, 1973, and




each year thereafter, exceeds the value of the taxable property
within the governmental unit as of January 1 of the preceding
year. The amount of such excess is the annual value increase of the
governmental unit.

Sec. 43.17.030. RETAINED REVENUE. (a) Forty pe:
cent of the net revenue raised by the annual application of the mill
rate levy of each taxing unit to the value increase of the tax base
of the taxing unit may be retained and expended by the taxing
unit in which the increase occurred.

(b) Forty per cent of the net revenue raised by the annua
application of the mill rate levy imposed under AS 43.77 to the
value increase of each unorganized borough may be appropriated
held and used for the benefit of unorganized boroughs in the
manner provided in AS 43.77.160.

Sec. 43.17.040. EQUALIZATION REVENUE. (a) Ar
amount equal to 60 per cent of the net revenue raised by the
annual application of the mill rate levy of each taxing unit to the
value increase of the taxing unit shall be remitted to the Depart
ment of Revenue for deposit in the general fund of the state no
later than December 31, 1973 and each year thereafter.

(b) An amount equal to 60 per cent of the net revenue raise
by the application of the mill rate levy imposed under AS 43.77 t
the value increase of each unorganized borough shall be collecte:
by the Department of Revenue for deposit in the general fund o
the state not later than December 31, 1973 and each year there
after.

Sec. 43.17.0560. STATEWIDE TAX EQUALIZATIO!I
FUND. There is authorized to be appropriated each year a
amount equal to the sum of the amounts deposited in the gener:
fund under sec. 140 of this chapter. The amount appropriate:
under authority of this section is the statewide tax equalizatio
fund which shall be administered by the Department of Commur
ity and Regional Development.
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Sec. 43.17.060. DISTRIBUTION. As soon as practicable
following appropriation of the statewide tax equalization fund
provided for in sec. 50 of this chapter, the Department of
Community and Regional Development shall distribute to the
treasurer of each taxing unit, and shall segregate and hold for the
benefit of each unorganized borough an amount which bears the
same ratio to the total amount of the statewide tax equalization
fund as the distribution index of each governmental unit bears to
the sum of the distribution indices of all governmental units.

Sec. 43.17.070. DISTRIBUTION FORMULA. The distri-
bution index of each governmental unit is based on its cost of
services, wealth, population and local tax effort and is determined
in accordance with the following formula

PCLF,
D =
Fp

where
D = distribution index

P = civilian population of the governmental unit as a
percentage of the statewide civilian population

C = cost of service index

L = local tax effort

Fp = fiscal capacity

F, = statewide fiscal capacity.

Sec. 43.17.080. DEFINITIONS. In this chapter
(1) ““taxing unit’’ means any organized borough or city
levying ad valorem taxes whether located within or outside

an organized borough;
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(2) ‘“‘governmental unit’” means an organized borough
or a city levying ad valorem taxes whether located within or
outside an organized borough, and an unorganized borough;

(3) ‘‘fiscal capacity” means the ratio of total taxable
assessed value to total population within a governmental unit;

(4) “‘statewide fiscal capacity’ means the ratio of total
taxable assessed value to total population for the state as a
whole;

(5) “‘local tax effort’” means the ratio of total revenue
raised from ad valorem taxes within each governmental unit,
including, as applicable, the tax levied under AS 43.77, to the
total assessed value of taxable property within the govern-
mental unit;

(6) “cost of services index” means the cost as deter-
mined by the state assessor in the Department of Community
and Regional Development for each tax year in each particu-
lar governmental unit of education, sewer, water, police and
fire protection, road construction and other governmental
services expressed as a percentage of the average cost of those
services in the state as a whole.

Sec. 43.17.090. REGULATIONS. The Department of
Community and Regional Development may adopt regula-
tions necessary or appropriate to carry out the purpose of
this chapter.

*Sec. 2. This Act takes effect on the day after its passage
and approval or on the day it becomes law without approval.
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