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This legislation affects the full value determination with respect to two different scenarios.  First, it clarifies 
that if an area is detached from a municipality, the full and true value of the municipality, from which the 
area detached, will exclude the value that existed for the two years preceding the detachment.  This is 
necessary due to existing statutes which, require local contribution for schools based upon the value 
determined “as of January 1 of the second preceding fiscal year.”  In other words, the full value determined 
this year (2005) would not be used for a municipality’s local education requirement for two more years 
(2007).  Therefore, when an area is detached, it should not be this year’s value that is used, but the value 
as of two years ago.  This portion of the legislation has no fiscal impact to the division.
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Second, this legislation requires that the full value determination within an area that is a school district, 
exclude the value of property assessed under AS 43.56, if the municipality does not levy a property tax.  
Property taxed under AS 43.56 refers to oil and gas property (such as the TAPS pipeline and pump 
stations along the pipeline).  This property is assessed by the Department of Revenue, which levies a 20 
mill tax against the property.  A municipality that levies a tax under AS 29.45 may also levy the same rate 
of tax against the pipeline that it levies against local property (such as residences, offices and all other 
property.)  The total of all property (AS 29.45 property and AS 43.56 property) is included in the full value 
determination and consequently, the entire amount is used in the calculation for the local contribution to 
education. If an area does not levy a local property tax, this area would receive no direct tax revenue from 
the oil and gas property, while the the division would be required to include that value in the full value 
determination.  The inclusion of AS 43.56 property values could compel a municipality to levy a property 
tax in order to obtain enough revenue that the extra value will require for the local education contribution. 
By excluding this value in the first place, if a local tax is not levied, a municipality is not required to raise 
substantially more revenues to cover this additional valuation.  It also allows the state to retain the tax 
revenue generated from the state 20 mill property tax.

There is no fiscal impact to this division by the passage of this legislation.  However, without this 
legislation, it is possible state revenue will decline in the future if boroughs do form along the TAP’s 
pipeline corridor and are forced into levying a property tax rather than another form of revenue generation 
such as a local sales tax.


