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How does the borough sales tax cap work?
Two examples of how a purchase would be impacted if voters approve the proposition

Example 1. $300 shopping trip

Current borough code: $300 x 3 percent borough tax = $9

If proposition is approved: $300 x 3 percent borough tax = $9

This proposition would not change sales tax on purchases under 5500

Example 2. $25,000 vehicle

Current borough code: $500 x 3 percent borough tax = $15

If proposition approved: $1,000 x 3 percent borough tax = $30
This proposition would increase taxable transaction cap to 51,000
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Estimated change in sales tax revenues for borough and cities

Gain from raising sales tax cap, loss from exempting residential rent, and net impact to revenue
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Examples of sales tax caps in some Alaska cities and boroughs

Maximum amount subject to sales tax for select Alaska municipalities
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* Kotzebue: No limit; $1,000 limit on boats, cars, trucks, ATVs, snowmachines.

* Nome: No limit; $1,500 limit on cars trucks, ATVs, snowmachines
* Bethel: $3,500 limit on ATVS, boats, boat motors, snowmachines * Haines: $5,000 limit on several types of sales.
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Oct. 4 ballot proposition
to raise maximum amount
subject to borough sales tax

Mayor’s Office, Kenai Peninsula Borough — August XX, 2016




Proposition would raise taxable limit

Under existing code, the borough sales tax
is charged on the first $500 of each transaction

The proposition approved by the borough assembly
for Oct. 4 ballot, if approved by voters, would raise
taxable transaction limit to $1,000 on Jan. 1, 2017

If proposition passes, borough code would be amended
to exempt residential rents from sales tax Jan. 1, 2017

By Fiscal 2018, net borough gain from higher taxable
limit and rent exemption estimated at $2.9 million/year



Taxable limit unchanged since 1965

The $500 limit has not been changed since borough
voters adopted the first sales tax ordinance in 1965

If adjusted for inflation, $500 in 1965 would have
the same buying power as more than $3,000 today

Many Alaska municipalities have a sales tax limit
Many caps are at $1,000 or higher; some are lower

As home-rule cities, Seward and Kenai determine their
own sales tax cap; other cities ruled by borough cap



Examples of sales tax caps in Alaska

North Pole $200
Wasilla $500
City of Kodiak $750
Palmer $1,000

Ketchikan Borough $1,000
Petersburg $1,200
Dillingham $2,000

Cordova $3,000

Sitka $3,000
Bethel $10,000
Haines Borough $10,000
Juneau $12,000

Kotzebue No limit;
$1,000 limit on boats, cars,
trucks, ATVs, snowmachines

Nome No limit;
$1,500 limit on cars, trucks,
ATVs and snowmachines



Estimated change in tax revenues

Kenai Borough: Plus $3.6 million from $1,000 cap,
minus $700,000 from residential rent exemption

Soldotna: Plus $235,000, minus $120,000
Kenai: Plus $423,000, minus $157,000
Homer: Plus $358,000, minus $231,000
Seward: Plus $203,000, minus $77,000
Seldovia: Plus $5,600 and minus $1,000



Voting information

Polls will be open 7 a.m. - 8 p.m. Tuesday, Oct. 4.
A list of polling places is available at:

Absentee ballots are available online at:

For information on the propositions, contact Larry Persily
in the mayor’s office, 714-2158 (Ipersily @kpb.us)
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More information

More information at kpb.us, at Sales and Property Tax Revisions under Hot Topics

Quick facts

Of the 4,162 senior-owned properties in the borough that received a borough property tax

exemption in 2015, more than 3,600 were valued at under $350,000 and paid no borough or

service area property taxes. The exemption is $150,000 for city property taxes.

The number of senior properties that receive a tax exemption has increased 43% since 2009.

The total value of tax-exempt senior property has increased almost 75% since 2009.

In 2015, $815 million in senior-owned property was tax exempt in the borough. That
represents just under 12% of all residential and commercial property in the borough
(excluding oil and gas property).

The state projects the borough’s senior population will grow from 8,600 in 2015 to almost

15,000 by 2030, numbering almost one-quarter of the borough’s entire population in 2030.

The state stopped fully reimbursing the borough for all $150,000 of the senior tax
exemption in 1986, and stopped any reimbursement in 1997. The second $150,000 of the

tax exemption is optional for municipalities — and has never been reimbursed by the state.

The ordinance would not change the $50,000 exemption provided seniors and all other
residential property owners in the borough.

To vote

The polls will be open 7 a.m. to 8 p.m. Tuesday, Oct. 4. A list of polling places is
available at: http://www.kpb.us/images/KPB/CLK/Elections/Polling Places.pdf

An absentee ballot is available online at:
http://www.kpb.us/images/KPB/CLK/Elections/2016 Absentee Application.pdf

For more information

KPB Mayor’s Office = Contact Larry Persily (Ipersily@kpb.us) in the Mayor’s Office, 714-2158.

144 N. Binkley St.

Soldotna AK

www.kpb.us

OCT. 4 BALLOT PROPOSITION

Senior Property Tax Exemption Changes
INFORMATIONAL BROCHURE

The changes in this ballot proposition would not eliminate the borough’s
senior property tax exemption.

Whatever exemptions seniors currently receive for their primary residence
would remain as long as they are eligible.

The Kenai Borough property tax exemption for senior citizens currently matches
the largest in the state, and under this proposition would move to fourth-largest
in the state for newly eligible applicants starting in 2024.

Under this proposition, residents who turn 65 years old after Dec. 31, 2023,
4 owning a home assessed at less than $200,000 would pay no borough or service
area property taxes.

5 This proposition would not change the borough hardship provision that limits
a qualifying senior’s property tax bill to 2% of gross annual household income.
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Proposed phase-in of changes

No change for currently exempt seniors or people who turn 65 before 2018

Comparison of Kenai Borough with other municipalitie

The Kenai Borough currently leads the state — along with the North Slope Borough — in
senior property tax exemptions. If the ballot proposition is approved, the Kenai Borough

] . . ] would move to fourth place in senior exemptions among Alaska municipalities.
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