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INCORPORATED CITIES WITHIN ORGANIZED BOROUGHS

Aleutians East Borough
Akutan 

Second Class
Second Class 

Lake & Peninsula Borough
Chignik 

Home Rule
Second Class 

Cold Bay Second Class Egegik Second Class 
False Pass Second Class Newhalen Second Class 
King Cove First Class Nondalton Second Class 
Sand Point First Class Pilot Point Second Class 

Port Heiden Second Class 
Denali Borough Home Rule

Anderson Second Class Matanuska-Susitna Borough Second Class
Houston Second Class

Fairbanks North Star Borough Second Class Palmer Home Rule 
Fairbanks Home Rule Wasilla First Class 
North Pole Home Rule 

North Slope Borough Home Rule
Kenai Peninsula Borough Second Class Anaktuvuk Pass Second Class 

Homer First Class Atqasuk Second Class
Kachemak Second Class Barrow First Class
Kenai Home Rule Kaktovik Second Class
Seldovia First Class Nuiqsut Second Class
Seward Home Rule Point Hope Second Class 
Soldotna Home Rule Wainwright Second Class

Ketchikan Gateway Borough Second Class
Ketchikan Home Rule 

Northwest Arctic Borough
Ambler 

Home Rule
Second Class 

Saxman Second Class Buckland
Deering

Second Class
Second Class 

Kodiak Island Borough Second Class Kiana Second Class 
Akhiok
Kodiak
Larsen Bay
Old Harbor
Ouzinkie
Port Lions 

Second Class
Home Rule
Second Class
Second Class
Second Class
Second Class 

Kivalina
Kobuk
Kotzebue
Noorvik
Selawik
Shungnak

Second Class
Second Class
Second Class
Second Class
Second Class
Second Class 

Petersburg Borough
Kupreanof

Non-Unified Home Rule Borough
Second Class 

Remainder of Alaska Boroughs That Do Not Contain Incorporated Cities
Municipality of Anchorage Unified Home Rule 
Bristol Bay Borough Second Class 
Haines Borough Home Rule 
City & Borough of Juneau Unified Home Rule
City & Borough of Sitka Unified Home Rule
Municipality of Skagway First Class 
City & Borough of Wrangell    Unified Home Rule
City & Borough of Yakutat Home Rule 
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Part 1

Overview:
Municipal Taxation

in Alaska
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A. The Legal Framework

Articles IX and X of the Alaska Constitution and Title 29 of the Alaska Statutes establish the legal
framework for municipal taxation in Alaska. A portion of the Alaska tax law (Title 29) is provided in
Part 6 of this publication. 

• The Alaska Constitution permits delegation of the state's taxation power to local governments, but
limits delegation of that power to only organized cities and boroughs (Article X, Section 2).

• The constitutional limitation that "no tax shall be levied... except for a public purpose..." applies
to both state and municipal taxation (Article IX, Section 6).

• Home rule municipalities are granted broad governmental powers by the Alaska Constitution, but
the constitution also provides that "...standards for appraisal of all property assessed by the state
or its political subdivisions shall be prescribed by law..." (Article IX, Section 3).

• General law municipalities are granted the right by state statute to levy a tax or special assessment
and impose a lien for its enforcement (AS 29.35.010).

• Both home rule and general law municipalities are subject to limitations on their taxing powers
found in Chapter 29.45 of the Alaska Statutes. AS 29.45.010 authorizes cities, boroughs and
unified municipalities to levy a property tax. If a tax is levied on real or personal property, it must
be assessed, levied and collected as provided in AS 29.45. This chapter also authorizes the
implementation of sales and use taxes.

• Based on Article X, Section I of the Alaska Constitution which provides that "...a liberal
construction shall be given to the powers of local government...," it is assumed, although not
expressly stated in statute, that all real and personal property is taxable unless it is specifically
exempted from property taxation. It is also assumed that a municipality may impose severance
taxes, as has been done by the Denali Borough, and the City and Borough of Yakutat.

B. Classification of Municipalities

All political subdivisions within the State of Alaska are termed “municipalities.” The taxation powers
and limitations of each municipality depend upon its classification. There are five categories of
municipalities:

1. Home Rule City
2. Home Rule Borough

3. General Law City
4. General Law Borough
5. Unified Municipality

General law cities are incorporated as either first class cities or second class cities. General law
boroughs can be incorporated as first class or second class boroughs. There is only one class of home
rule city, home rule borough, or unified municipality; the latter is also a home rule political entity.
Areas that are not within the boundaries of an organized borough constitute a single unorganized
borough commonly referred to as "The Unorganized Borough."
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C. Taxation Limitations on the Various Classes of Municipalities

Home Rule Municipalities. Home rule cities and boroughs have all legislative powers not prohibited
by law or charter. AS 29.10.200 lists all of the sections of Title 29 that act as limitations on home rule
legislative powers. Among these limitations are:

• AS 29.35.170(b): (assessment and collection of taxes),

• AS 29.45.010-560: (property taxes),

• AS 29.45.650(c)-(f): (authority to levy sales and use tax); and,

• AS 29.45.700(d): (mandatory exemption from sales and use taxes).

General Law Boroughs. General law boroughs are required to assess and collect property, sales, and use 
taxes that are approved and levied within their boundaries, subject to the provisions of Chapter 45 of the 
Alaska Statutes. 

All Boroughs. Taxes levied by a city within a borough must be collected by a borough and returned in 
full to the city levying the tax. This provision applies to home rule and general law municipalities.

All Municipalities. Specific limitations on the property taxation powers of all general law and home 
municipalities are found in Sections 29.45.080 and 29.45.090 of the Alaska Statutes.

AS 29.45.080 limits the method by which a municipality may levy and collect taxes on oil and gas 
production and pipeline property taxed by the state under AS 43.56.

Under AS 29.45.090, no municipality may levy taxes exceeding 3 percent (30 mills) of the assessed 
value of property within  the municipality  during  a year,  nor  may  a municipality,  or  a combination 
of municipalities occupying the same geographic area, levy taxes exceeding  $1,500 per resident of 
the geographic area in a year. The tax limitation found in AS 29.45.090 has been interpreted by 
the Alaska Supreme Court to apply only to property tax (Keane v Local Boundary Commission, 893 
P.2d 1239, Alaska 1995).

Further within AS 29.45.090 a municipality, or a combination of municipalities occupying the same 
geographic area, may not levy taxes upon value that, when combined with the value of property 
otherwise taxable by the municipality, exceeds the product of a sliding scale percentage of the average 
per-capita assessed value as determined under AS 43.56.010(c), multiplied by the number of residents of 
the taxing municipality. This limitation, commonly referred to as the 225 percent formula, became 
effective July 1, 2014, to include a sliding scale percentage that varies according to the following:

If the Tax Rate Determined Under AS 43.56.010(b) is: The Percentage is:
• Not more than 18.0 mills 375 percent 
• More than 18.0 mills but not more than 19.0 mills 300 percent 
• More than 19.0 mills 225 percent 

he statutory tax limit of 30 mills for operating budgets is
.
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C. Taxation Limitations on the Various Classes of Municipalities (Continued)

Section 29.45.100 of the Alaska Statutes provides that limitations on the amount of property tax that
may be collected apply only to taxes for operating expenses and not to taxes collected to pay for bonded
indebtedness.

Second Class Cities. A second class city may, by referendum, levy property taxes as provided for first
class cities. Specific limitations on the property taxation powers of second class cities are found in AS
29.45.590. A special limitation on taxation by second class cities is that the city cannot levy property
taxes exceeding 2 percent (20 mills) of the assessed value of property within the municipality in any one
year. This limitation was increased from 0.5 percent (5 mills) in 1994. 

Compliance by municipalities within the taxation limitations in the state statutes is enforced through the
State Assessor's Office under the powers granted by AS 29.45.103 and AS 29.45.105. Under these
statutes, the Office of the State Assessor may investigate claims of errors in assessment and taxation
procedures, inspect municipal records and order correction of any procedural errors discovered.

D. The Role of the Department of Commerce, Community, and Economic Development
and the Office of the State Assessor

Section 14 of Article X of the Alaska Constitution provides that:

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 as prescribed by law.

This constitutionally mandated agency was initially created as the Local Affairs Agency in the Office of 
the Governor. In 1972, a separate department of state government, known as the Department of 
Community and Regional Affairs, was created to carry out this constitutional mandate. In 1999, the 
legislature merged the Department of Community and Regional Affairs with the Department of 
Commerce and Economic Development. The local government agency became the Division of 
Community and Regional Affairs (DCRA) within the Department of Commerce, Community, and 
Economic Development (DCCED). The duties of DCRA with regard to assessment, valuation, and 
taxation are performed by the Office of the State Assessor (OSA). The Alaska Taxable is an annual 
publication of DCRA compiled by the Office of the State Assessor.

One of the general powers and duties of DCRA under AS 44.47.050 is to "advise and assist 
municipalities on procedures of assessment, valuation and taxation, and notify municipalities of major 
errors in those procedures." The Office of the State Assessor is also responsible f o r the establishment 
of the full value of real and personal property in each city and borough school district in consultation 
with the assessor in each school district (AS 14.17.510). 

E.  Municipal Taxation of Property

With certain limitations, all cities, boroughs, and unified municipalities in the State of Alaska may choose 
to levy a property tax. Property taxation is not mandatory or even generally practiced in the state. Of the 19 
organized boroughs and unified municipalities, only 15 levy a property tax; and of the the 145 home rule, 
first class, and second class cities, only 9 of those located outside of boroughs, and 12 of those located 
within organized boroughs, levy a property tax. 
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E.  Municipal Taxation of Property (Continued)

The cities of Wasilla and Eagle both have enacted a property tax but neither of them has levied the 
property tax in several years. Wasilla enacted a sales tax that produces enough revenue to allow for a 
zero property tax mill rate. The City of Eagle has a property tax code, but has chosen to levy a mill rate 
of zero. These two cities are not included in the counts. If either municipality chooses to levy a 
property tax, it may only do so on property that is "taxable." 

What Property is Taxable?

All real and personal property is taxable unless it is exempted from property taxation. 
Municipal property tax required exemptions are specified in AS 29.45.030 xamples are  household 
furniture and personal effects of members of a household, natural resources in place, and property used 
exclusively for nonprofit religious, charitable, cemetery, hospital, or educational purposes. 
Property owned by Alaska Native Claims Settlement Act (ANCSA) Native corporations is also 
exempt from municipal property tax unless the property is leased or developed. In addition to these 
exemptions from property taxation, AS 43.56 provides for certain exemptions of oil and gas 
production and pipeline property, including oil and gas reserves in place. While oil and gas 
property is exempt from local municipal assessment, the state levies a 20 mill tax against this 
property and reimburses each municipality which has oil and gas property located within its 
boundaries, an amount equal to taxes which it would have levied. All of the exemptions discussed in 
this paragraph are mandatory exemptions.

Section 29.45.050 of the Alaska Statutes provides for optional exemptions and exclusions from local 
property taxation which the taxing authority may choose to exempt or exclude typically by ordinance. 
Some optional exemptions and exclusions, however, do require approval of the voters. Two examples of 
optional exemptions are the exemption of any or all categories of personal property, and the exemption 
of up to $50,000 of value of a residence, which is sometimes referred to as a “homestead exemption.” 

All taxable real and personal property within a municipality is included in its Full Value Determination, 
which is a key element in the calculation of state aid to schools.

What is the Full Value Determination (FVD)?

In brief, the Full Value Determination (FVD) is the sum total of the full and true value established for 
every piece of taxable real and personal property within a municipality's boundary regardless of any 
optional exemption which may have been enacted by local ordinance. AS 29.45.110 specifies that the 
full and true value is the "estimated price that the property would bring in an open market and under the 
then prevailing market conditions in a sale between a willing seller and a willing buyer both conversant 
with the property and with the prevailing general price levels." This section also requires the assessor 
to assess property at its full and true value as of January 1 of the assessment year.

All assessors provide an annual report to the State Assessor which contains, among other things, a summary 
of all assessed values of all real and personal property within their jurisdictional boundaries, the results of all 
ratio studies, and estimates of all exempt property. 
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What is the Full Value Determination (FVD)? (Continued)
If a municipality does not provide an estimated value of exempt property, the State Assessor will
estimate the value by using valuation models built for the various categories of property. Not all
municipalities levy a property tax; therefore, not all municipalities have assessors. For those
municipalities that do not levy a property tax, the State Assessor must estimate the full and true value
without the assistance of a local assessor.

The State Assessor then compiles the full value determination for each municipality annually and
notifies each of the FVD. The full and true value of all taxable property, whether taxed or not, 
is included in the full value determination for the municipality.

F. The Full Value Determination Affects the Educational Contribution

The Full Value Determination plays a significant role in state aid for education. AS 14.17 of the
Alaska Statutes establishes the Public School Foundation Program. Under this program, a school district
is determined to have a "basic need" dollar amount determined according to a formula contained in AS
14.17.410. The local government is required to make a "local contribution" toward this basic need. This
local contribution is defined as at least the equivalent of a 2.65 mill tax levy on the full and true value
of all taxable property  within  the  district,  and  not to  exceed  45 percent  of  the  district’s basic 
need for the preceding fiscal year. A municipality will not receive its school foundation aid payment
unless it makes its local contribution. Therefore, as the FVD increases, the local contribution for
education increases; however, the local contribution should not exceed 45 percent of the basic need.

The local contribution formula was changed in 2012 with the Legislature amending the formula from
a 4 mill tax levy on the full and true value to a mill rate equivalency of 2.65 mills. Historically, only
in the North Slope Borough and the City of Valdez has the mill rate equivalency exceeded 45
percent of the basic need. 

G. Municipal Sales, Use and Excise, and Severance Taxation

Sales and Use Taxes

Alaska Statutes 29.45.650 - 29.45.710 authorizes the levy of sales and use taxes at the municipal level.
The statutes give broad authority to municipalities to levy taxes on sales, rents and services provided
within the municipality. In 2005, the sales tax laws changed to allow a borough to exempt any source
from the borough sales tax if it is taxed by a city within the borough. This allows a borough to ensure
that an item in the city costs the consumer no more than it would cost in the borough. This tends to
level the playing field when purchasing certain items in both the city and the borough.

There are only a couple of limitations placed upon municipalities in regards to levying a sales tax.
Orbital space facilities are exempt from the levy of sales tax and alcohol may not be taxed unless other
items are similarly taxed. Also, a municipality may not levy a sales tax on a construction contract
awarded to a contractor or subcontractor that has been awarded by a state agency or on a subcontract
awarded in connection with a project funded under the construction contract. Other exemptions may
be granted by a local ordinance. 
A general law municipality which levies a sales tax may also levy a use tax on the storage, use or
consumption of tangible personal property; however, the use tax rate must be equal to the rate of the
sales tax and may only be levied on buyers.
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Sales and Use Taxes (Continued)

These limitations do not apply to home rule municipalities. By statute, there are no limits on the rate
of levy for sales or use taxes for either type of municipality; however, if interest is charged on unpaid
sales taxes, the interest may not exceed 15% percent. 

Excise Taxes

Under the liberal construction of local government powers required by Section 1 of Article X of the
Alaska Constitution, municipal governments have broad taxing powers which are not specifically
enumerated in state law. An Alaska Attorney General's opinion issued on April 29, 1986, concluded that
a first class borough would have the legal authority to levy severance taxes within its municipal
boundaries. At the present time, the Denali Borough and the City and Borough of Yakutat levy
severance taxes against the activity of harvesting or extracting natural resources within their
jurisdictions.  The Lake and Peninsula Borough has in its code a section that authorizes a severance
tax on resources. Severance taxes are a type of excise tax. An excise tax is a tax on the performance
of an act, in this case, the severing of natural resources from the place in which they are located.

In an Alaska Supreme Court case, Bragg & Fannon v. Matanuska-Susitna Borough – (192 P.3d 982,
Alaska 2008) , the court stated that AS 29.35.010(6) grants municipalities “general powers, subject to
other provision of law….to levy a tax or special assessment, and impose a lien for its enforcement.”
The Alaska Constitution requires that “a liberal construction shall be given to the powers of local
government units.” The court goes on to say this section grants powers to “all municipalities,” and
there is no distinction between home rule & general law. The court further states that due to its nature
as an excise tax, it is not subject to voter ratification.

12



Part 2
Municipal Tax Types,
Rates and Revenues
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Part 3
Property Taxation
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EXPLANATION OF CAPPED MILLAGE RATES 
State law limits both how much property can be taxed by a given municipality, and at what rate it can be 
taxed.1 The limitation in AS 43.56.010(c) and AS 29.45.080 is either $1,500 in tax revenue per resident, or 
a sliding scale multiple of the average per-capita full and true value (APCFTV) in the state, which is then 
multiplied by the population of the municipality. The sliding scale allows a municipality to tax, for each 
resident, 375% of (3.75 times) the APCFTV if its rate is 18 mills or below, 300% of the APCFTV if its tax 
rate is above 18 mills and not more than 19 mills, and 225% of the APCFTV if the tax rate is higher than 
19 mills. In practice, the sliding scale choice is always greater than $1,500 per capita, so this is always 
chosen by municipalities that are limited by the property tax cap. 

The tax rate limit is found in AS 29.45.090: 3%, or 30 mills. Finally, in AS 29.45.100, the exception is 
noted that the limits do not apply for property taxes levied to pay off principal and interest on bonded debt.   

The calculation of the tax cap is specified in regulation.2 The calculation results in a maximum amount of 
property tax operating revenue for a municipality. This is the revenue that does not fall under the exception 
for payment of principal and interest on bonded debt in AS 29.45.100. Conceptually, the APCFTV is 
multiplied by the sliding scale multiple, and then by the population, to arrive at the limitation on the amount 
of property that *could* be taxed by that municipality under AS 29.45.080. That number is multiplied by 
the 30 mill limit from AS 29.45.090, to arrive at a maximum amount of property tax operating revenue. 
This amount is a hypothetical maximum that a municipality could raise if they taxed the property limit 
arrived at in 29.45.080 at the 30 mill limit in 29.45.090. This hypothetical maximum revenue is then divided 
by the full assessed value in the municipality to arrive at a maximum operating budget tax rate. This is the 
maximum rate a municipality can levy on its tax base besides taxes associated with debt.  

To arrive at a final allowable tax rate, the required payments of both principal and interest on bonded debt 
are divided by the full assessed value for the municipality to determine a mill rate associated with debt. 
This tax rate is added to the operating budget tax rate to generate a single tax rate for purposes of sending 
out tax bills levying tax revenue.  

An example of the calculation for North Slope Borough is found on the next page. Although these are the 
actual numbers from 2019, the calculation is an example and is not meant as an official calculation of the 
tax cap.  

                                                            
1 See also Bullock v. State, DCRA 19 P.3d 1209 (2001).  
2 15 AAC 56.070 



EXPLANATION OF CAPPED MILLAGE RATES

Example from TY19 - North Slope Borough
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Part 4
Special Tax Programs
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