
 

 

To | City Council 

From | Nate Duval, City Manager 

RE | HB13 

Date | 06/22/2026 

 

Background and Purpose 

HB 13 amends AS 29.45.050 to authorize municipalities to adopt five new optional property tax exemptions 

by ordinance. This memo does not evaluate foregone revenue. Its purpose is to inform the Council of the 

long-term staff time, verification obligations, recordkeeping requirements, and organizational overhead that 

would accompany adoption of each exemption. 

This analysis is presented in the context of Valdez’s existing tax base, in which 80–90 percent of assessed 

property value is attributable to oil and gas properties. Residential properties constitute a small fraction of 

total taxable value. The Council has expressed interest in adopting exemptions that benefit resident 

property owners to the maximum practicable extent. The question before the Council is therefore not 

primarily fiscal — it is operational: what does the City commit to administering if it enacts these 

exemptions? 

 

 

 

 

 

 

 

 

 

 



Summary: Administrative Complexity by Exemption 

Exemption Description Key Qualification 

Burden 
Annual Admin 

Load 
Complexity 

(aa) STR-to-LTR Conversion Annual use 

verification; rental 

period 

documentation; 

conversion date 

tracking 

High-Medium 

 

Medium 

(bb) Mobile Home Park 

Construction/Renovation 
One-time verification; 

10-year term 

tracking; renovation 

scope documentation 

Low Low 

(cc) Low-Income Rental 

(Rent ≤30% of Income) 
Annual income 

verification per 

tenant; rent-to-

income ratio 

calculation; ongoing 

re-qualification 

High High 

(dd) Owner-Occupied 

Permanent Residence 
Initial 

residency/ownership 

verification; periodic 

re-confirmation; 

address consistency 

checks 

Low-Medium Low 

(ee) First-Time Homebuyer First-time buyer 

verification; 

term/duration 

determination 

(statute silent); 

potential audit 

exposure 

High-Medium Medium 

 

 

 

 



Detailed Analysis by Exemption 

(aa)  Short-Term Rental to Long-Term Rental Conversion 

Statutory summary: Exempts or partially exempts a structure converted from short-term rental use (30 days 

or fewer) to exclusive long-term rental use (31 or more consecutive days). Excludes hotels, motels, bed 

and breakfasts, commercially operated hunting and wilderness camps, and government or nonprofit 

operated temporary housing. 

Administrative obligations if adopted: 

• Create, maintain, and enforce a registry requirement for properties operating as short-term 

rentals. 

• Maintain a registry of properties claiming exemption, including documentation of prior short-

term rental status and the date of conversion. 

• Develop and publish an application process, with required documentation standards (e.g., prior 

rental platform listings, booking records, lease agreements showing 31+ day terms). 

• Conduct annual re-verification to confirm the property remains in exclusive long-term rental 

use. 

• Monitor Airbnb, VRBO, and similar platforms annually to identify properties that may have 

reverted to short-term use.  

• Adjudicate edge cases: a property that rents long-term for 10 months and is listed short-term 

for 2 months. The statute requires “exclusive” long-term use, but enforcement depends on 

information the City does not passively receive. 

• Issue clawback assessments for properties found to have reverted, including back-tax 

calculations and potential interest and penalties if an ordinance establishes those. 

Staff assessment: This exemption creates a recurring annual verification burden with meaningful audit risk. 

Valdez currently does not rigorously enforce a short-term rental licensing or registration program. Without 

enforcement, the City has no reliable mechanism to detect reversion. If the Council wishes to adopt this 

exemption, staff recommends pairing it with a mandatory STR registration and enforcement mandate, 

which would itself require additional administrative infrastructure. Workload is moderate in steady state but 

could spike during audit cycles. On its own this exemption may be able to be absorbed by current staffing 

levels, however, if combined with another exemption would require additional permanent staff. 

 

 

 

 

 

 



(bb)  Mobile Home Park Construction or Renovation 

Statutory summary: Exempts or partially exempts a mobile home park for up to 10 years following 

construction or renovation. 

Administrative obligations if adopted: 

• Verify qualifying event (new construction or renovation) at time of application, including 

documentation of project completion date. 

• Calculate and calendar the 10-year exemption period; set a termination date in the assessment 

system. 

• Confirm that the property continues to function as a mobile home park during the exemption 

period (change of use would logically terminate eligibility, though the statute does not address 

this; ordinance drafting should clarify). 

• Track any partial exemption percentage if the Council opts for partial rather than full 

exemption. 

Staff assessment: This is the lowest-burden exemption in the group, as practically speaking, it’s very similar 

to the Economic Development exemption outlined in VMC 3.12.040(C). It involves a one-time qualification 

event, a fixed sunset date, and a property type that is stable and easily identifiable. Given the housing 

supply context in Valdez, this exemption could provide a meaningful incentive for mobile home park 

development or rehabilitation with minimal ongoing overhead. Staff has no significant concern about 

administrative capacity. 

 

 

 

 

 

 

 

 

 

 

 

 

 



(cc)  Low-Income Family Rental (Rent-to-Income Cap) 

Statutory summary: Exempts or partially exempts real property rented to a low-income family where 

monthly rent does not exceed 30 percent of the family’s monthly income. “Low-income family” is defined by 

reference to federal housing statute (42 U.S.C. 1437a(b)(2)(A)). Family income is calculated as the sum of 

each earning member’s prior-year adjusted gross income divided by 12. 

Administrative obligations if adopted: 

• Develop an application and certification process requiring income documentation (federal tax 

returns or IRS transcripts) for each earning member of each qualifying household. 

• Calculate family income using the statutory formula annually. Income levels change year to 

year; re-qualification is required each assessment cycle. 

• Verify rent charged does not exceed 30 percent of the calculated monthly income. This 

requires the landlord to submit both rent documentation and tenant income documentation — 

creating a tri-party information flow (tenant to landlord to City). 

• Confirm the applicable federal definition of “low-income families” under 42 U.S.C. 

1437a(b)(2)(A), which uses area median income thresholds set by HUD annually. The City 

must track HUD AMI updates each year and recalibrate qualifying thresholds accordingly. 

• Manage confidential income information for private individuals. This creates records 

management obligations, potential public records exemptions, and data security 

considerations. 

• Handle tenant turnover: a unit’s exemption status can change mid-year if a qualifying tenant 

vacates and a non-qualifying tenant occupies. Proration rules must be established by 

ordinance. 

• Implement clawback procedures when rent-to-income ratio is discovered to have exceeded the 

30 percent cap during a prior exemption year. 

Staff assessment: This is the highest-burden exemption in the group by a significant margin. It requires 

annual income verification of private individuals, tracking of a federal regulatory threshold that changes 

each year, and management of a multi-party documentation chain. The City’s staff does not currently 

administer programs of this nature by intentional design. Staff recommends the Council carefully weigh 

whether the organizational investment required is proportionate to the number of qualifying units likely to 

exist in Valdez, as this exemption would require additional permanent staffing on its own. 

One viable path forward may be a narrower implementation: the City could accept existing AHFC income 

certification as the qualifying condition for the exemption, limiting eligibility to units already participating in 

an AHFC program where income verification is performed by AHFC as a matter of their own compliance 

obligations. Valdez has AHFC-developed units for which this approach would be immediately applicable. 

This would reduce the City's administrative burden to confirming AHFC certification status rather than 

conducting independent income verification (i.e. Sound View, VSLA, Bremner Apartments, Blueberry). 

 



(dd)  Owner-Occupied Permanent Residence (Homestead Exemption) 

Statutory summary: Exempts or partially exempts real property owned and occupied as a permanent place 

of abode by a resident of the municipality. 

Administrative obligations if adopted: 

• Adopt ordinance language designating receipt of the existing Primary Home Exemption under 

AS 29.45.050(a) as the qualifying condition for the (dd) exemption. 

• No separate application process is required; eligibility is determined as a byproduct of the 

annual PHE workflow already administered by the City. 

• Apply the (dd) exemption consistent with the City's existing exemption stacking order: 

mandatory exemptions under AS 29.45.030(e) — senior, disabled veteran, and qualified 

widow/widower — are applied first against assessed value, followed by the PHE, with the (dd) 

homestead exemption applied last against any remaining taxable value. 

• Ensure ordinance drafting includes a contingency provision specifying how (dd) qualification 

will be determined in the event the PHE is modified or discontinued in the future. 

Staff assessment: This is a well-understood exemption type with established practice in Alaska 

municipalities and is directly aligned with the Council's stated goal of benefiting resident property owners. 

Importantly, the City already administers a Primary Home Exemption under AS 29.45.050(a), which 

requires the same foundational eligibility criteria — ownership and primary residency within the 

municipality. Staff recommends that any (dd) exemption adopted by ordinance be structured so that receipt 

of the existing Primary Home Exemption serves as automatic qualification, eliminating the need for a 

separate application process. Under this approach, the administrative burden of (dd) is effectively zero 

beyond what the City already performs annually for the PHE. No new verification infrastructure is required, 

staff has no significant concern about administrative capacity. 

 

 

 

 

 

 

 

 

 

 



 

(ee)  First-Time Homebuyer 

Statutory summary: Exempts or partially exempts residential real property owned and occupied by a first-

time home buyer. 

Administrative obligations if adopted: 

• Develop a definition and verification process for “first-time homebuyer.” The statute does not 

define the term or specify a lookback period (e.g., whether a first-time homebuyer who closed 

on a home 15 years ago qualifies). These determinations must be made by ordinance and will 

require legal review. 

• Obtain documentation establishing that the applicant has not previously held title to residential 

real property (within a defined lookback window, if applicable). Self-certification is the most 

practical mechanism but creates audit risk; title history searches are possible but impose both 

hard costs and staff time. 

• Determine the exemption duration: does it apply for the life of the buyer’s ownership, for a fixed 

term, or only in the year of purchase? The statute is silent, an ordinance would determine the 

ongoing workload by specifying duration. 

• Track expiration of eligibility if a term-limited approach is adopted, and generate reassessment 

notices upon expiration. 

• Adjudicate edge cases, examples include co-ownership with a non-first-time buyer; divorce 

and re-purchase; inherited property; prior ownership in another state or country. 

• Monitor for subsequent purchase of additional properties, which may terminate the exemption 

if the ordinance ties eligibility to the buyer’s primary residence status. 

Staff assessment: This exemption has moderate administrative burden but high legal drafting complexity 

due to the statute’s silence on key terms, further, the number of qualifying applications per year in Valdez is 

likely modest. Exemption is likely moot with the application of PHE above. On its own this exemption may 

be able to be absorbed by current staffing levels, however, if combined with another exemption would 

require additional permanent staff.  

 

 

 

 

 

 

 



 

 

Staff Observations and Considerations for Council 

The following observations are offered to assist the Council in prioritizing among the available exemptions: 

Exemptions (dd) and (bb) are operationally straightforward. Exemption (dd), the owner-occupied permanent 

residence exemption, directly addresses the Council’s stated goal, benefits the broadest class of resident 

property owners, and is well-supported by established administrative practice in Alaska. Exemption (bb), 

the mobile home park exemption, involves a single qualifying event and a fixed sunset, making it the least 

burdensome of all five optional exemptions included in HB13 over time. 

Exemption (ee) is achievable with adequate ordinance drafting. The primary risk is definitional ambiguity in 

the enabling statute. If the Council wishes to pursue this exemption, early engagement with the City 

Attorney on ordinance language will reduce downstream administrative uncertainty. 

Exemption (aa) is implementable but would benefit from a companion STR registration compliance 

mandate. Without a mechanism to detect reversion to short-term rental use, the exemption is difficult to 

audit reliably. If the Council proceeds, staff recommends addressing the STR compliance issue 

beforehand. 

Exemption (cc) carries the highest ongoing administrative cost of the five in its full statutory scope and will 

require additional permanent staffing to administer given the requirements outlined in HB13. However, staff 

has identified a narrower implementation path that may make it workable: limiting eligibility to units already 

certified under an AHFC program, where income verification is performed by AHFC as a matter of their own 

compliance obligations. Valdez has AHFC-developed units to which this approach would apply 

immediately. Before committing to (cc) by ordinance, staff recommends the Council direct the City Manager 

to consult with AHFC regarding an intergovernmental agreement supporting this framework. If that path 

proves viable, the City's administrative role is reduced to confirming AHFC certification status rather than 

conducting independent income verification, a materially different and manageable obligation. 

Staff is prepared to develop implementation timelines, draft ordinance frameworks, present estimated 

workload impacts, and estimate foregone revenue for any exemptions the Council wishes to pursue. 


