FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1
2005 LEGISLATIVE SESSION Bill Version: HB 217
(H) Publish Date: 4/26/05
Revision Date/Time (Note if correction): Dept. Affected:
Title Full & True Value of Taxable RDU Comm Assist & Ec Dev (405)
Municipal Property Component Community Advocacy
Sponsor Harris
Requester House Community & Regional Affairs Component No. 2703
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

[CAPITAL EXPENDITURES [ [ [ [ [ [ |
[CHANGE IN REVENUES ( ) ] [ [ [ I I I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2005) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal: |:|
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

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.

Prepared by:  Michael Black, Director Phone 907.269.4578
Division Community Advocacy Date/Time 4/13/05 3:08 PM
Approved by:  Edgar Blatchford, Commissioner Date 4/13/2005
Agency Commerce, Community, and Economic Development
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ANALYSIS CONTINUATION

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.
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