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CS FOR HOUSE BI LL NO. 356(CRA)

"An Act relating to an exenption from municipal property taxes
for <certain real property that is exenpt from levy and
collection of real property taxes when conveyed by the federal
government to inplenent the Alaska Native Clains Settlenent Act
or when conveyed under a |and exchange authorized by that Act
involving land or an interest in land that is made exenpt from
| ocal property taxes by that Act; and providing for an effective
date."

MOVED CSHB 356( CRA) OUT OF COW TTEE

PREVI QUS COW TTEE ACTI ON
BILL: HB 356

SHORT TITLE: MUNI Cl PAL PROPERTY TAX EXEMPTI ONS
SPONSOR(S): REPRESENTATI VE(S) STOLTZE

02/ 06/ 08 (H READ THE FI RST Tl ME - REFERRALS

02/ 06/ 08 (H CRA, FIN

02/ 28/ 08 (H CRA AT 8: 00 AM BARNES 124

02/ 28/ 08 (H Moved CSHB 356( CRA) Qut of Conmittee

02/ 28/ 08 (H M NUTE( CRA)

02/ 29/ 08 (H CRA RPT CS(CRA) 4DP

02/ 29/ 08 (H DP: ClI SSNA, SALMON, FAI RCLOUGH, LEDOUX

03/ 12/ 08 (H FIN RPT CS(CRA) 9DP

03/ 12/ 08 (H DP: HAWKER, CRAWFORD, GARA, NELSON,
STOLTZE, THOVAS, KELLY, MEYER, CHENAULT

03/ 12/ 08 (H FIN AT 1: 30 PM HOUSE FI NANCE 519

03/ 12/ 08 (H Moved Qut of Conmittee
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03/ 12/ 08 (H) M NUTE( FI N)

03/ 27/ 08 (H) TRANSM TTED TO (S)

03/ 27/ 08 (H VERSI ON:  CSHB 356( CRA)

03/ 28/ 08 (S) READ THE FIRST TIME - REFERRALS
03/ 28/ 08 (S) CRA

04/ 03/ 08 (S) CRA AT 3:30 PM BELTZ 211

W TNESS REG STER

REPRESENTATI VE BI LL STOLTZE

Al aska State Legislature

Juneau, AK

PCSI TI ON STATEMENT: Sponsor of HB 356.

JI M ARNESEN, Land Manager

Ekl ut na I nc.

Eagle River, AK

PCSI TI ON STATEMENT:  Spoke in support of HB 356.

JACK OMELAK, Staff
to Senator O son and a nenber of an ANCSA corporation
Al aska Capi tol
Juneau, AK
POSI TI ON STATEMENT:  Spoke in support of HB 356.

ACTI ON NARRATI VE

CHAIR DONALD OLSON called the Senate Community and Regional
Affairs Standing Comrittee neeting to order at 3:31:32 PM
Senat ors Kookesh, Thomas, and O son were present at the call to
order. Senator Wagoner arrived |later.

HB 356- MUNI Cl PAL PROPERTY TAX EXEMPTI ONS

CHAI R OLSON announced the consideration of HB 356. [Before the
comm ttee was CSHB 356( CRA). ]

3:32: 01 PM

REPRESENTATI VE BI LL STOLTZE, Al aska State Legislature, said that
Ekl utna and Eklutna Inc. are in his district and brought an
issue to his attention regarding the tax exenption of |and that
was undevel oped and was traded to a nmunicipality and then becane
taxable. It was not the intent of the federal government. It
danpened their enthusiasm to do sone inportant public-interest
land trades. He spoke wth nenbers of the Bush Caucus and
attorneys from CIRRI (Cook Inlet Region, Incorporated) who nmade
changes to the bill. There is a quirk in the law and it deviates
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from the intent of Congress. That is that undeveloped land is
being taxed by some rmunicipalities. It is predomnantly
initiated by the local governnental entity. People in Southeast
said there are land trades that didn’t occur because of the
taxes. He said he talked to people in Senator O son’s region.
“I't’s been a good process for ne to learn nore about a body of
law that | amcertainly glad to know nore about.”

3:34:27 PM

REPRESENTATI VE STOLTZE said there was a Chugiak State Park
access point, which the Legislature appropriated for and the
Muni cipality of Anchorage bonded for to provide for the I|and
trade. There was strong support. The property that EKIutna
traded for in another undevel oped area is now taxable. The state

assessor noved the effective date back so the bill wll
“positively affect that trade.” The fiscal note shows a positive
econom ¢ inpact, “because some things are going to happen that

woul dn’t ot herw se happen.”

3:35:39 PM
SENATOR THOVAS asked if the bill sinply allows what the federa
government allows as far as not taxing undevel oped |and. So when

land is traded with a nmunicipality it wll have the sane
regulation as federal land. If it is developed, that wll be
different.

REPRESENTATI VE STOLTZE said that’s correct.

CHAI R OLSON asked if it nakes a difference if the land is within
a borough or not.

REPRESENTATI VE STOLTZE said this is municipal tax, so if it is
not in a borough it won't apply.

CHAI R OLSON asked about devel oped versus undevel oped | and.

REPRESENTATI VE STOLTZE said there are state and federa
definitions of developed |and, and they are simlar.

CHAIR OLSON asked how often this issue inpeded potential past
trades.

3:37:28 PM

REPRESENTATI VE STOLTZE said he doesn’'t know. He has spoken with
people in Eklutna, who are managing their property for the
future so they don't have an interest in acquiring nore taxable
land. He said CIRI has subsurface rights in his area, and a | ot
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of the legwrk was done by their attorneys. There are [land
trades] that the shareholders will have less interest in. They
are very active nenbers of his comunity, and they see the
public benefit, but after acquiring the tax status so many
times, “they have to ask thenselves if it’'s worth [it].”

CHAI R OLSON not ed that Senator Wagoner had joined the commttee.

3:38: 54 PM

JI M ARNESEN, Land Manager, Eklutna Inc., said this bill cleans
up something that is mssing in ANCSA (Alaska Native d ains
Settlement Act). When Eklutna Inc. trades land with a
muni ci pality for undevel oped land, it has to pay taxes on it. As
a result the corporation has turned down a land trade with the
school district and one with the fire departnment. "W just want
to be able to exchange lands if they're simlar — if both |ands
are undevel oped — then we want to continue that exenption unti
we do develop it." If Eklutna Inc. receives devel oped property
t hat produces incone, “we don't have a problem paying taxes on
that.” They don’'t want to pay taxes on land until they devel op
it.

3:41: 13 PM
SENATOR THOVAS asked if page 2, line 27, refers to ANCSA

MR. ARNESEN said that is part of ANCSA, and the 1636(d) is part
of ANILCA. This is an anendnent to bring things up to date.

3:42:10 PM

SENATOR WAGONER said he understands why the Native corporations
don't pay taxes. He questioned who pays for firefighting costs
on Native | and.

MR. ARNESEN said he doesn’'t know but his corporation probably
doesn't.

SENATOR WAGONER said someone is going to have to start property
tax to get those services. The federal government hel ps pay for
services. The Native corporations have a lot of land, and if
services are going to be provided, “sonebody’s got to be able to
tax somebody sonmeway, even on undevel oped property.” A private
person pays property tax on undevel oped | and, so be prepared for
it, he said.

SENATOR KOOKESH said that Eklutna Inc. is probably paying taxes

on devel oped | and. The Al aska Native corporations pay over $220
mllion in taxes already on developed lands. “It’'s not as if
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we’'re not paying our way on land that we are devel oping.” Every
pi ece of property in Southeast Al aska with a tinber sale becones
devel oped and taxes are owed.

SENATOR WAGONER said, “If it’s in a taxable jurisdiction.” For
the private sector even undevel oped |l and is charged taxes.

3:44: 30 PM

REPRESENTATI VE STOLTZE said the state is just nelding Al aska |aw
with federal intent. If it were litigated, it wouldn’t even be a
close call. He said to keep the state out of court because
Ekl ut na woul d have a pretty good case on what the federal intent
was. He said he went to schools on |and owned by Eklutna Inc.;
and it was leased to the district for $10 per year. That val ue
probably exceeds taxes for fire service.

SENATOR KOOKESH said the public interest that the commttee is
considering is whether or not we’'re going to allow the Native
corporations to step forward and do exchanges. They are not any
nore, even though the school district and fire departnent wants
to. There are 440 mllion acres of Native land in Al aska, “and
|’m sure there are going to be people who want exchanges.” It
woul d nake sense to do this for the public interest, he said.

3:46: 08 PM

REPRESENTATI VE STOLTZE said Eklutna Inc. is the largest private
| and owner in his district. It will be a major player for access
points where people are trespassing now. There will be interest
in gaining public access points to fishing streams and hunting
and recreation areas. “Right now |I'm seeing this becomng an
i npedi nent .”

CHAIR OLSON asked M. Arnesen to comment on whet her subsurface
rights go with land that’s traded.

MR. ARNESEN said CIRI has been reluctant to exchange its
subsurface rights unless it gets subsurface rights elsewhere
that are valuable. CIR supports this bill, and there are cases
where it would trade those subsurface rights for something el se.
The transaction that brought about this legislation is that
Eklutna is trading 80 acres for 20 acres of municipal land. CR
did not want to trade 80 acres of subsurface for 20 acres of
subsurface, but if it was a like amount of land, it probably
woul d.

3:48:11 PM
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SENATOR KOOKESH said in ANCSA the village corporations got the
surface and the regional corporations got the subsurface, so
there are two estates and two deals nust be nmade. It’'s an
interesting scenario. “One can go but the other one doesn’t have
to.”

SENATOR THOVAS asked what happens to Native land that 1is
devel oped and has a nunicipal building on it.

SENATOR KOCOKESH said the tax exenption doesn’'t stay with the
land that is traded — it goes with the new one. “If they trade
undevel oped | and for undevel oped |and, they want to keep their
tax exenption, and it goes with the land that the Natives own.”
The trigger is Native owned Al aska ANCSA | ands. Trades were nmade
on Prince of Wiles Island. “W [Sealaska Corporation] took
undevel oped land and it becane tax exenpt until we develop it.”
Native |and that becane non-Native land imedi ately |oses the
tax exenpti on.

SENATOR THOVAS asked about |and that renmined Native owned and
was | eased to the school, for exanple.

SENATOR KOOKESH said it’s once the land is devel oped regardl ess
of what the developnent is. “W could put a trail across
Sealaska land and if an individual wused it for comercial

purposes, it is imediately ..
SENATOR THOMAS interjected to ask, “Even a tax exenpt?”

SENATOR KOOKESH said yes; the land all sits on a cliff and as
soon as it tips one way or the other, it becones taxable. No
matter what the developnent is, if soneone puts a stake in the
ground “you’'re pretty close to saying that’s devel opnent.”

3:50: 38 PM
JACK OVMELAK, Staff to Senator O son and a nenber of an ANCSA
corporation, said this bill puts Alaska in line with federal

intent. ANCSA |ands are considered private, but they have an
ability to be tax exenpt. He spoke with a |and nmanager at the
Bering Straits region, the president of the Alaska Village
Council, and the director of Alaska Native Studies at the
university, and they all agree that this would put state |aws
closer to federal intent. They all agree that HB 356 would be
benefi ci al .

CHAIR OLSON asked if he is in favor of the bill and if the
Native corporations that he contacted are too.
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MR. OVELAK said yes, it is a fairly benign bill. There are
stipulations with ANCSA |ands, but any |ands being traded are
specialized and nmust go through their own process so that would
take the state out of the equation anyway. The lands that this
bill wll affect are privately owned and wouldn't necessarily
carry any federal restrictions.

3:53:19 PM

SENATOR WAGONER asked if a Native corporation could develop a
portion of a large piece of land and only pay tax on the
devel oped porti on.

SENATOR KOOKESH said that is allowed. It goes by sonething
small er than an acre and it depends on the proposed application.
“I'f it is going to be a baseball or football field, you
certainly can’t develop just the area that’'s going to house the
| ocker room You have to develop and claimthe whole thing.” And
once the land |oses the tax exenption, it can never go back so
it’s really based on the plans for the devel opnent. |In Southeast
Al aska if [Sealaska]l] plans to cut 50 acres and only cuts one
acre, the entire 50 acres becones tax exenpt.

3:54: 47 PM
REPRESENTATI VE STOLTZE said he is not an expert in this area and
he appreciates the experts who have hel ped himal ong t he way.

SENATOR KOOKESH noved to report CSHB 356(CRA) from conmttee
with individual recomendations and attached fiscal note(s).
There being no objection, the notion carri ed.

There being no further business to conme before the commttee
Chair O son adjourned the neeting at 3:56:16 PM
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