A resolution requesting legislation to clarify the nonprofit property tax exemption.

WHEREAS, the Alaska Municipal League (AML) works to strengthen local governments and improve the
condition of communities; and

WHEREAS, local governments and charitable nonprofits work together to meet public needs, with nonprofits
often providing services that reduce the burden on government and maximize the impact of public funds; and
WHEREAS, nonprofits are economic drivers of employment, leveraging resources both time and money into
local government budgets and communities and

WHEREAS, Alaska Statute 29.45.030(a)(3) currently exempts from general taxation property used exclusively
for nonprofit religious, charitable, cemetery, hospital, or educational purposes; and

WHEREAS, stable and predictable property tax rules for nonprofits enable both local governments and
charitable organizations to plan effectively, foster collaboration, and ensure that resources are directed toward
mission-driven community benefit rather than administrative or legal disputes; and

WHEREAS, municipalities have faced ambiguity in interpreting the extent to which nonprofit property qualifies
for exemption, particularly in cases of partial use, incidental use, revenue generation, or leasing arrangements;
and

WHEREAS, in Fairbanks the Fairbanks North Star Borough partially revoked the charitable property tax
exemption of Victory Ministries’” Camp Li-Wa after discovering portions of the property were being rented to
the general public, leading to litigation and remand for more detailed factual findings; and

WHEREAS, in that same case the Supreme Court criticized the lack of clarity in the assessor’s factual findings
and jurisdictional process for appeal, highlighting the need for clearer statutory direction in tax exemption
decisions; and

WHEREAS, in Kodiak, a Superior Court ruled in favor of the Kodiak Area Native Association (KANA), exempting
most of its holdings (clinic, wellness center, child advocacy center, and other buildings) from property tax, a
decision currently under appeal, illustrating the unsettled nature of exemption law in Alaska and its potential
statewide implications; and

WHEREAS, in Nome, a related dispute involves the Norton Sound Health Corporation (a tribal nonprofit health
organization) over property tax exemption status, as the City of Nome maintained that certain properties were
ineligible, and the issue is now before higher courts; and

WHEREAS, these Kodiak and Nome cases have drawn widespread municipal and tribal amicus support
because their outcome may set precedent affecting municipalities’ ability to enforce or challenge exemptions
statewide; and

WHEREAS, the lack of statutory clarity has resulted in inconsistent application across jurisdictions, legal
disputes, and challenges for both local governments and nonprofit organizations seeking to comply with the
law; and

WHEREAS, the Alaska Municipal League supports legislative changes that provide municipalities with clear

guidance, protect the integrity of the property tax base, and respect the essential public service roles that
nonprofits play in Alaska communities; and
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WHEREAS, AML proposes clarifying amendments to AS 29.45.030, including:
e Defining charitable nonprofits as 501(c)(3) organizations as a first step in the determination;

e Enabling local governments to further define charitable activity in order to determine exempt status
consistent with purposes that align with advancing the public good and serving those otherwise unable
to afford services;

e Requiring spatial apportionment for properties partially used for non-exempt purposes;

e Allowing mission-related income generation (e.g., grants, donations, earned revenue) to remain
consistent with exempt status;

e Establishing rules for leased property based on the status of the lessee nonprofit;

* Maintaining exemption for properties under construction or reconstruction for exempt purposes, with
accountability measures; and

e Clarifying that incidental or vitally necessary uses remain exempt; and

WHEREAS, such clarifications will help ensure consistency, fairness, and transparency for both municipalities
and nonprofit organizations while preserving local taxing authority.

NOW, THEREFORE BE IT RESOLVED that the Alaska Municipal League recognizes the importance of a clear,
statewide definition of “exclusive charitable use” to ensure fair and consistent application of exemptions, and
encourages the State and local governments to work collaboratively with the nonprofit sector, through the
Foraker Group, to achieve this goal; and

BE IT FURTHER RESOLVED that the Alaska Municipal League urges the Alaska State Legislature to adopt
amendments to AS 29.45.030 that clarify nonprofit property tax exemption standards consistent with AML’s
position; and

BE IT FURTHER RESOLVED that AML supports statutory language ensuring that exemptions are applied fairly,
consistently, and in a manner that balances municipal fiscal needs with recognition of the vital role of nonprofit
organizations in Alaska communities, and that hereby AML affirms the value of strong partnerships between
local governments and nonprofits, and acknowledges that stable, predictable tax rules benefit both sectors
and the communities they serve.
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