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Subject:
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MUNICIPALITY OF ANCHORAGE
ASSEMBLY MEMORANDUM

No. AM 760-2025

Meeting Date: October 7, 2025
Assembly Member Brawley

AN ORDINANCE SUBMITTING TO THE QUALIFIED VOTERS OF
THE MUNICIPALITY OF ANCHORAGE A BALLOT PROPOSITION
AMENDING THE ANCHORAGE MUNICIPAL CHARTER TO ADOPT
A TWO PERCENT (2%) TAX TO FUND PUBLIC
INFRASTRUCTURE AND CAPITAL IMPROVEMENTS TO
SUPPORT HOUSING CONSTRUCTION AND CULTURAL AND
RECREATION FACILITIES, AND TO PROVIDE FOR APPROVAL
BY A MAJORITY (FIFTY PERCENT PLUS ONE) OF QUALIFIED
VOTERS VOTING ON THE QUESTION

This tax proposal offers a modest-sized solution to address a few specific fiscal
issues the Municipality is facing, and will continue until different fiscal choices are
made—oprimarily these choices are in the hands of voters. While the revenue
anticipated through this tax cannot solve of the city’s major structural budget issues,
it does attempt to respond to some known needs which have been raised in a
number of parallel conversations:

e Housing affordability and feasibility of residential construction projects:

(@)

O

A significant portion of private development costs for infill projects are
requirements to upgrade inadequate or missing public infrastructure,
such as water and sewer lines, roads and drainage systems.

These costs, plus other conditions that make development very
expensive in Anchorage, mean that even small-scale projects often
are not viable to build or renovate, because they will not generate
enough return to justify a bank providing a loan. This problem is
especially true for affordable housing projects, which by definition
mean rent is priced below market.

Other communities have solved this math problem by making direct
investments into projects through capital funds to close this feasibility
gap, offering lower-interest loans, and/or paying for public
infrastructure.
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e Deferred maintenance and operating costs for aging facilities:

o The Muni owns several facilities which were constructed years ago,
and most of which do not have a dedicated revenue stream for capital
improvements, such as the Center for the Performing Arts, Sullivan
Arena, recreation centers, senior centers, and others. These facilities
rely on bonds, which voters do not always pass, or do not currently
have maintenance needs met.

o Additionally, facilities may also have ongoing operating needs which
are increasingly challenging to pay for, as energy and other utility
costs increase, and the facilities and their assets continue to age.

e Need for additional investment in public (and other) amenities that attract and
entertain visitors, as well as improving quality of life for residents, such as
Anchorage’s Downtown, parks and trail system, and recreational facilities.
The economic benefits of enhancing offering for visitors is clear, but requires
the capital to invest in the first place.

The language is written broadly enough to accommodate multiple future uses of this
revenue, but with clear guardrails and public expectations set for use of the funds
within these categories.

The proposal does not sunset, change rate seasonally, or attempt to constrain future
policy choices beyond what is dedicated in the Charter. If voters approve this, they
are approving a long-term investment and commitment to these priorities, which can
also be changed in the future by the voting public.

Summary of the Tax and Estimated Revenue.

The proposal adds to the existing 12% bed tax on all qualified room rentals by
including another 2%, with 1% each dedicated to the 2 purposes listed in the Charter
amendment. Any rental under 30 days, unless it’s also tax-exempt, would be taxed
a total of 14%; it does not distinguish between what type of room is being rented,
the same as the existing bed tax. This proposal also does not change any other
current dedications or structure of the existing bed tax, other than clarifying the
language currently in the Charter that refers to “one third”: in practice, this has meant
there are 3 4% taxes collected, each dedicated to a different purpose, so this
proposal clearly defines these each as 4%.

Based on available reports and recent performance of the existing 12% bed tax
(between $40-45 million annually in total), it can be inferred that each 1% of the tax
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is approximately $3.3 to $3.75 million. Therefore, this additional 2% would likely
generate between $6.6 to $7.5 million per year, and its increase would follow project
trends for bed tax performance overall. The sponsor has requested a Summary of
Economic Effects (SEE) from the Administration for this proposal.

Considering the fact that in many cities, the same room rental transaction could also
be subject to state, county, and city sales tax, use tax, amusement tax, and a
number of other government fees, this increase should be accurately compared to
the total cost after taxes and fees when evaluating whether would be high, low, or
in line with other comparable cities. The sponsor did not complete this analysis.

Anticipated Implementation Needs.

The proposal has relatively little implementation cost for administration compared
with standing up a new tax, because it is increasing the rate of an existing tax that
is already being collected. Because the tax applies to all transactions that are
currently taxed at 12%, it does not require additional work to define which
transactions are subject to this 2% tax.

It will require the most work to implement the decision-making process and
mechanisms for managing how the revenue is then allocated to ongoing service
appropriations, operating grants, and/or capital projects. Based on lessons learned
from the Municipality recently enacting the alcohol sales tax, dedicated funding from
the marijuana tax to the ACCEE Fund creating a new advisory board,
operationalizing the Chugach Access Service Area (CASA) funding mechanism into
the CIP process, and other recent changes to our fiscal structure: implementation is
more complex than it may appear when crafting tax policy. Where intent is silent, or
where it was not contemplated how this new piece fits into an existing system, it
usually generates debate and requires considerable time and effort to figure out how
something should be put into practice. It is also common to find adjustments are
needed in order to make the intended policy function well.

Limitations of This Solution to Anchorage’s Fiscal Problems
There are many things this proposal does not do, or attempt to do:

e Bed tax revenue is too small in scale, and cannot raise enough revenue to
address the scale and cost per project of major infrastructure needs, such as
redesigning road corridors or installing needed drainage systems. The
magnitude of deferred maintenance is many times larger than what can be
raised through this type of tax, and there is a ceiling on what the market would
accept in a total hotel price.
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This fully dedicates the revenue to two categories of dedicated uses, and
does not provide any additional revenue (or offset of revenue) for core
operations that the public greatly values: law enforcement, fire and
emergency response, public education (via ASD), street and drainage
system maintenance and minor repairs, protection of sanitation and human
health, animal control, maintenance of public facilities and lands.

This proposal does not consider any changes to the tax cap formula, which
is the controlling mechanism on what core services can be provided by the
local government over the long term.

This proposal does not change or decrease property tax obligations of land
owners and businesses, which is what funds schools, general government,
and almost all bonds and special tax levies approved by voters on a typical
ballot. Concerns about impacts of property taxes on affordability are not
addressed.

This proposal does not offer opportunity, at least in the short- to medium-
term, for construction or considerable expansion of more cultural and
recreational facilities, because it is not enough funding to build, let alone
operate, a new facility. Where there is interest in constructing new facilities,
this could be a future consideration for revenue potentially freed up after the
Dena’ina Center’'s bonds have been fully paid and no longer require debt
service payments.

| request your support for the ordinance.

Reviewed by: Assembly Counsel’s Office

Respectfully submitted: ~ Anna Brawley, Assembly Member

District 4 — Midtown Anchorage



