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Introduced: 217172
Referred: Local Government
and Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 596
IN THE LEGISLATURE 07 THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for boroughs 1in the unorganized
borough; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 07 is amended by adding a new chapter to read:
CHAPTER O0"L. BOUNDARIES AND ORGANIZATION OF BOROUGHS
IN TRE UNORGANIZED BOROUGH.

ARTICLE 1. BOUNDARIES, ADMINISTRATION AND INCORPORATION.

Sec. 07.0*1.010. "JOUNDAHIES. By the tenth day following the
convening of che first session of the Eighth Legislature, the Local
Boundary Commission shall prof.ose to the legislature a division of the
unorganized area of the state into unorganized bon ghs. The Local
Boundary Commission may propose adjustments to the boundaries of exist—
ing boroughs to tha extent necessary to secure conformity with the
standards for borough boundaries set forth in the statutes and in the
Constitution of the State of Alaska. A proposed adjustment of existing
boundaries shall provide for those transitional matters the commission
considers necessary or appropriate. The boundaries proposed by the
Local Boundary Commission become effective *15 days after presentation
or at the end of the session whichever 1is earlier, unless disapproved
by resolution concurred in by a majority of the members of each house.
The proposed division 1is not subject to modification by the legislature *

as an alternative to disapproval, and if disapproved by the legislature
the proposed division made 1In accordance with this section is of no
effect.
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Sec. 07.0*4,020. ADMINISTRATION. Unorganized boroughs shall be
administered by the Department of Community and Regional Development
as prescribed by the legislature.

Sec. 07-0*%1.330. ADVISORY COUNCIL. In each unorganized borough
the lieutenant governor, within 60 days of the establishment of unorg-—
anized boroughs in the manner provided in sec. 10 of this chapter shall
provide for election of an advisory council of 11 members. The council
may participate in an advisory capacity in the development and imple—
mentation of state programs and projects relating to the borough.
Elections of council members shall be held every four years.

Sec. 07.0*1.035. COUNCIL MEMBERSHIP. At the time of election and
during their tenure advisory council members shall be qualified voters
of the 3tate and residents cl the borough. A vacancy on the advisory
council 3hall be filled by a person qualified for election to the
advisory council and selected by majority vote o " the remaining member:,
of the council. If a majority of seats on the advisory council are
vacant concurrently, the lieutenant governor shall fill the vacancies
by appointment of persons qualified for election to the advisory
council.

Sec. 07 .0*1.0*»0. INCORPORATION. A percentage, determined in
accordance with AS 07.10.020(8), of the qualified voters of an unorgan—
ized borough may petition for organization of the borough as a borough
of the first, second or third class in the manner provided in AS 07.10
and 07.17, except that the petition need not include matter relating to
boundaries.

ARTICLE 2. HOME RULE CHARTERS.
Sec. 07.04.050. ADOPTION OF CHARTER. An unorganized borough

established under this chapter may adopt a home rule charter in the

manner prescribed by AS 29.*%10.010 - 29.%*40.030 and AS 29.85.110(a) - (d),

HB 596 -2"
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except that the advisory council elected in accordance with sec. 30 of
this chapter shall perform the duties assigned to city councils, and

except that the charter commission shall consist of 11 members. Vacan —

10
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cies on the charter commission shall be filled in the same manner as
vacancies on the advisory council.

Sec. 07.04.060. ORGANIZATION. The charter commission shall
Initiate organization of the borough in accordance with the terms of
the charter by submission of the charter to the Department of Community
and Regional Development. The charter shall be submitted within one
year of the first meeting of the commission. The department shall
review the charter in light of the circumstances of the particular
borough and, within 120 days from receipt shall transmit the charter,
together with its findings and recommendations, to the Local Boundary
Commission.

Sec. 07.04.070. HEARING. The Local Boundary Commission shall
hold at least one hearing in the area proposed to be organized for the
purpose of hearing public comment on the charter.

Sec. 07-04.080. LOCAL BOUNDARY COMMISSION DETERMINATION. The
Local Boundary Commission, within 90 days from receipt of the charter
and the recommendations and findings of the Department of Community and
Regional Development, shall determine whether the charter meets stand-—
ards for organization e3tab]ished by the laws and the Constitution of
the State of Alaska and by regulations adopted by the commission.

Sec. 07.04.090. REJECTION OF CHARTER. If the Local Boundary
Commission determines that the charter fails to meet the standards for
organization it shall reject the charter stating in writing its reasons

for the rejection.
Sec. 07-04.100. AMENDED CHARTER. A charter commission, within 60

day3 of rejection, may prepare and submit to the Department of

-3- HB 596



10

13

14

17

19

20

23

24

25

26

27

28

29

Community and Regional Development an amended charter fairly meeting
the stated objections to the original charter. The amended charter
shall be evaluated in the same manner as the original charter. No more
than one original and one amended charter may be submitted within one
12 month period.

Sec. 07-04.110. RATIFICATION OF CHARTER. If the Local Boundary
Commission determines that the charter meets the standards for organ—
ization it shall notify the lieutenant governor. As soon thereafter as
practicable the lieutenant governor shall provide for an election in
the borough on the question of whether or not the charter is ratified
and for election of the officers provided for in the charter. The
election shall be preceded by publication and posting of the proposed
charter by the lieutenant governor substantially in the manner provided
for other charter elections in AS 29.85.150.

Sec. 07.04.120. CERTIFICATION OF RESULTS. If a majority of the
votes cast by the qualified votex3 of the borough are against ratific—
ation the lieutenant governor shall so certify and shall certify that
the charter is defeated. If a majority of the votes cast by the quali—
fied voters on the question are in favor of ratification the lieutenant
governor shall so certify and declare that the borough in which the
election was held is an organized borough and a municipal corporation
in accordance with the terms of the charter. The lieutenant governor
shall also certify tne names of those candidates who received the great
est number of votes for the officer established by the charter.

Sec. 07.04.125. VOTERS, ELECTIONS AND COSTS. (a) A person
is qualified to vote in a borough election authorized in this chapter
if he is qualified to vote in state elections and if he is a resident
of th”borough.

(b) The 1lieutenant governor shall supervise elections under this

-4 -



1 chapter as provided for supervision of other borough eleclLions under

2 AS 07.10.120(d)-

3 (c) The state through the office of the lieutenant governor

4 shall assume the costs of elections and charter preparation under this
5 chapter.

6 * Sec. 2. Nothing in this Act may be construed to affect any organiz—

7 ation petition pending on the effective date of this Act. All such petitions

8 shall be acted upon in the manner provided by law in effect prior to the
91 cffective date of this Act.
101 * Sec. 3- AS 07.05.010 and AS 07.05.0%40 are repealed.

l1; * Sec. *. This Act takes effect July 1, 1972.
12
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Introduced: 2/7/72
Referred: Local Government
and Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO- 597
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for assessment, levy, collection and
distribution of a property tax; and providing for an
of effective date."
BE IT ENACTFD BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 73 is amended by adding a new chapter to read:
CHAPTER 77- PROPERTY TAX.

ARTICLE 1. LEVY, ASSESSMENT AND COLLECTION.

Sec. 143.77.010. LEVY OF TAX. An annual tax o€_15_ﬂillg_is
levied each tax year, beginning January 1, 1973, on the full and true
value of taxable real and personal property located in the state.

Sec. 113.77 .020. EXEMPTIONS. The following property Is exempt
from the tax levied in sec. 10 of this chapter:

(1) an owner-occupied single family dwelling, and the land
it stands on, 1including but not limited to condominiums to the extent
of the interest of an owner, and household goods and personal effects,
including but not limited to farm equipment, 1inventory, mechanic"s
tools and other equipment necessary to the business of the taxpayer
and other property of the taxpayer of any description otherwise
taxable under this chapter; however, an exemption under this paragraph
may not exceed $50,000;

v - (2) oproperty exempt under AS 29.10.336;

(3) unimproved land;
(44) aircraft weighing 6,000 pounds or less;

(5) boats and vessels otherwise taxed by a city or borough.

-1- HB 597
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Sec. 43.77.030. CREDIT. A credit is allowed to an owner on the

tax payable with respect to particular property under this chapter equal

to the full amount of ad valorem tax levied by a city or borough on
the same property for the same tax year and not satisfied by means of
aT"tax credit or by means of a tax 1incentive.

Sec. 43.77.040. LOCAL EFFORT EXCLUSION. No return need be filed
nor tax paid by any person with respect to property located in a city
or borough for any tax year as to which the Department of Revenue
certifies that the amount of tax which would be levied under this
chapter 1in the city or borough for that year exceeds the amount of

revenue raised or anticipated from all local taxes in the city or

n borough during the tax year next preceding.

Sec. 43.77.050. ASSESSMENT. Assessment of proper ;y in unorganized

boroughs subject to the tax levied under this chapter shall be carried
out by the office of the state assessor in the Department of Community
and Regional Development in the manner provided In AS 29.10.373 -
29.10.453 for first class cities, except that the state assessor In
the Department of Community and Regional Development shall function
In place of the local assessor and a .state assessment review officer >e
shall function in place of the city council "_.tting as a board of
equalization. ¥§

Sec. 43.77.060. STATE ASSESSMENT REVIEW OFFICERS. The cormnis-
sloner of community and regional development shall appoint at least
five qualified persons to serve at his pleasure as state assessment
review officers. At least one such person shall be appointed fronm
each of the four Judicial districts.

Sec. 43.77.070. COMPENSATION, PER DIEM AND EXPENSES. State
assessment review officers receive no compensation but are entitled

to per diem and expenses authorized by law for boards.

HB 597 “-
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Sec. 7"3.77.080. POWERS AND DUTIES. Each state assessment review
officer has the powers and duties with respect to assessment in un-—
organized boroughs of g/city council sitting as a board of equalization
with respect to first( class cities.

Sec. 133.77.090. HEARINGS. The commissioner of community and
regional development shall assign annually at least one state assess—
ment review officer to hear assessment appeals at appropriate locations
in each election district.

Sec. 143.77.100. REAL PROPERTY RECORDING. To assist in assessment
of real property subject to tax under this chapter, no recorder may
accept for riling any document of transfer unless the document shows on
its face a legal description of the property, the names and addresses
of the buyer and seller, the date of the sale, and the purchase price,
attested to by the transferee, except that, the recorder may accept,
in place of this information on the document of transfer, a sworn
statement of the transferee containing the same Information. The
statement shall be held in confidence for use only by the office of
the state assessor.

Sec. 1J3.77.110. COLLECTION AND ENFORCEMENT. The tax levied in
this chapter 1Is payable in full to ttie Department of Revenue on
September 30 of the tax year. A penalty of ten per cent shall be
added to delinquent taxes and interest at the rate of six per cent a
year sliall accrue on all unpaid taxes, excluding penalties, from the
dje date until paid in full. Collection of the tax levied 1in this
chapter shall be carried out by th - Department of Revenue in the manner
provided in AS 29.10.U56 - 29-10.537 and AS 29.10.3H8 - 29.10.351
for first class cities.

Sec. H3.77.120. PROCEEDS OF TAX. Money collected under this

chapter shall be deposited in the general fund.

-3- HD 597



Sac. 1J3.77.130. LIEN FOR TAa. The tax levied under this chapter
and interest and penalty set out in sec. 110 of this chapter are
liens upon the property assessed and taxed. With respect to property
located outside an organized boiough and outside of a city, the tax
liens provided by this chapter are prior and paramount to all other
liens or encumbrances against the property assessed. With respect
to property located in cities and boroughs the tax liens provided by
this chapter are prior to all liens and encumbrances against the
property assessed except liens for taxes levied by the city or
bcrough.

Sec. JJ3.77.13J0. FALSE STATEMENT. A person who knowingly makes
a false statement 1in a return required under this chapter as to the
amount, location, kind or value of property subject to taxation with
intent to evade the taxation 1is guilty of a misdemeanor and upon
conviction 1is punishable by a fine of not more than $500 or by im—
prisonment for not more than five days, or by both, together with the
costs of prosecution.

ARTICLE 2. REVENUE SHARING AMONG UNORGANIZED BOROUGHS.

Sec. 1J3.77.160. DISTRIBUTION OF PROCEEDS. The legislature i3
authorized to appropriate each year as shared revenue for the benefit
of unorganized boroughs an amount equal to the net amount of revenue
raised under this chapter 1in the preceding year on property located
in unorganized boroughs. Revenue so appropriated 3hall be administered
by the Department of Community ana Regional Development. The depart—
ment shall hold and utilize for the benefit of each unorganized
borough an amount; determined 1in accordance with secs. 170 _ 190 of
this chapter.

Sec. JI3.77.170. DIRECT RETURN. From the appropriation authorized

under sec. 160 of this chapter an amount equal to the net revenue

HB 597



raised by a five mill levy or property tixable under this chapter
within each unorganized borough shall be held and used for the benefit
of the unorganized borough where the particular property is located.
Sec. 43.77.180. DISTRIBUTION. Revenue appropriated under sec.
130 of this chapter, less revenue allotted in accordance with sec.
170 of this chapter, shall be held and used for the benefit of each
unorganized borough in accordance with tie ratio of its distribution
index to the sum of the distribution indLces of all unorganized
boroughs.
Sec. 43.77.190. DISTRIBUTION INDEX. The distribution index
of each unorganized borough is based upon its wealth, cost of services,

population and area and is determined by the following formula:

D = PaCP
~ rrr
where D - distribution index
“ft = average fiscal capacity of unorganized boroughs

* fiscal capacity of the par®icular unorganized borough

cost of service which is the cost as determined by the
state assessor for each tax year in each particular unorganized
borough of providing education, water, sewer, police, fire, adminis—
trative and other government services expressed as a percentage of the
average cost of such services in all unorganized boroughs.

P = population of the particular unorganized borough as a
percentage of total population of unorganized boroughs.

Sec. 43.77.200. DEFINITIONS. In t.iis chapter

(1) "taxable real and personal property” means property

not exempt from taxation under the constitution and laws of the
state; particularly the term does not include property exempt under

sec. 20 of this chapter, in AS r.9-10.34? in AS 29.10.343" and in

r MB 597
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29.10.3"**; the term otherwise includes property exempted from
taxation by home rule charter provision and propertv exempted from
execution under AS 09;

(2) "real property” means property defined in AS
29.10.552(1);

(3) "personal property" means property as defined in AS

29.10.552(3) excluding money on deposit;

(<f(C"™ +/ (b) Munimproved land" means land with respect to which the

state assessor in the Department of Community and Regional Development

determines that no current physical addition or alteration which

enhances the utility, value, or Income producing potential exists;

(5) "fiscal capacity” means the total assessed value within

an organized borough divided by its population.

Sec. 1)3*77.210. REGULATIONS. The Department of Community and

Regional Development and the Department of Revenue may adopt regula—

tions as appropriate to carry out their respective duties under this

chapter.

* Sec. 2. This Act takes effect on the day after its passage and

approval or on the day it becomes law without approval.
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IN THE HOUSE BY THE LOCAL GOVERNMENT COMMITTEE

2 HOUSE CONCURRENT RESOLUTION NO.

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SEVENTH LEGISLATURE - SECOND SESSION

5 Relating to a study of the rami-

6 fications of a statewide property

7 tax.

8 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 WHEREAS legislation is pending before the legislature which, if enacted,

0 would levy a real and persona] property tax of 15 mills in the state with
' certain exemptions provided for; and
. WHEREAS the proposed legislation further provides for a revenue-sharing

B program for distribution Df the net proceeds of the proposed tax to unorgan-

¥ ized boroughs; and

15 WHEREAS at the present time many questions remain concerning estimates

® of how much revenue such a tax would create; how much taxable property there
Y is, especially in those areas comprising the unorganized borough; how much it
® would cost to administer the tax collections and distribution; and additional-

19

ly, there is a lack of knowledge about the effects of many other aspects of

2 the proposed legislation; and

4 WHEREAS the only manner in which reasonably accura'te information can be

“ garnered concerning these matters ,is through thorough study and evaluation

® of the unorganized borough;

BE IT RESOLVED by the Alaska Legislature that the Legislative Council
Is requested to direct and oversee a study of the practical effects of the
llproposed legislation (HB 597)» to bhe conducted by the Local Affairs Agency,

“the Department of Revenue, the Department of Administration, and all other
* appropriate agencies and persons as determined by the council; and be it

2v FURTHER RESOLVED that in addition to directing and coordinating the
- 1-

74

25

26
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work of the executive departments involved, the council shall do everything
it considers necessary for the successful, impartial analysis of this legis-

lation, including the holding of public hearings in the unorganized borough;
and be it

FURTHER RESOLVED that the Legislative Council submit its report, includ-
ing a summary of what the effects of this legislation would be on the
unorganized borough, to the First Session of the Eighth Legislature.
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Introduced: 2/7/72
Referred: Local Government
and Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 598
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing for a state tax on property used in
connection with exploration for and transportation of
unrefined oil and gas; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS #3 is amended by adding a new chapter to read:
CHAPTER 56. OIL AND GAS EXPLORATION AND
TRANSPORTATION PROPERTY TAX.

Sec. ”"3.56.010. LEVY OF TAX. (a) An annual tax of 20 mills is
levied each tax year, beginning January 1, 1973, on the full and true
value of all the %ak;ble real nd personal property employed in the #
state in the exploration for and transportation of unrefined oil and

1 Kas, except that the tax levied under this section does not apply to
property \1th respect to which an ad valorem tax 1is payable to a city
or borough on January 1, 1972 and on January 1 of any succeeding year
during which a tax la levied under this section.

Sec. A3 .56.020. EXEMPTIONS. In addition to property excluded
under sec. 90(6) of this chapter, the following property i3 exempt
from the tax levied under this chapter

(1) producing oil or gas leases;
(2) machinery, appliances and equipment used in and around

a well producing oil or gas and actually used in the operation of a
well; and

(J) oil and gas produced in the state upon which gross

-1- KB 598
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production taxes are paid.

Sec. 43.56.030. IN LIEU OP OTHER TAXES. Payment of the tax
levied under this chapter is in lieu of all ad valorem taxes on
property\subject to tax under this chapter now or hereafter Imposed by
the state, or by a city or a borough.

Sec. 43.56.040. ASSESSMENT AND COLLECTION. Property subject to
the tax levied under this chapter shall be assessed and collected in
the manner provided in AS 43 -7/ .050 - 43.77-090, AS 43-77.110, and
AS 43.77.130 - 43.77-140.

Sec. 43.56.050. DEPOSIT IN GENERAL FUND. The annual revenue from
the tax levied under this chapter shall be deposited in the general
fund.

Sec. 43.56.060. AUTHORIZATION OF APPROPRIATION. Thrre is
authorized to be appropriated each year an amount equal to the sum of
the amounts deposited in the general fund under sec. 50 of this
chapter. The amount appropriated under authority of this section shall
be administered by the Department of Community and Regional Development

Sec. 43.56.070. DISTRIBUTION. As soon as practicable following
the annual appropriation provided for in sec. 60 of this chapter,
the Department of Community and Regional Development shall distribute
to the treasurer of each taxing unit, and shall segregate and hold
for the benefit of each unorganized borough, an amount which bears the
came ratio to the total amou..t of the annual appropriation us the
distribution index of the governmental unit bears to the sum of the

fLSAs 01 «{<)
distribution indices of all governmental- units.
Sec. 43.56.080. DISTRIBUTION FORMULA. The distribution index of

each governmental unit Is based on its cost of services, wealth and
population and 1is determined annually in accordance with the following

formula



v/here D distribution index

P total population of the governmental unit as a percentage

of the statewide total population

C = cost of service index
Fp = fiscal capacity
F? = statewide fiscal capacity.

Sec. 11J3.56.090. DEFINITIONS. In this chapter

(1) "taxing unit"™ means >.,ay organized boroughsor city
levying ad valorem taxes whether located within or outside an organized"
borough;

(2) "governmental unit" means an organized borough or a
city levying ad valorem taxes whether located within or outside an
organized borough, and an unorganized borough;

(3) "fiscal capacity” means the ratio of total taxable
assessed value to total population within a governmental unit;

(j) "statewide fFiscal capacity" means the ratio of total
taxable assessed value to total population for the state as a whole;

(5) "cost of service index" means the cost as determined
by the state assessor |In the Department of Community and Regional
Development for each tax year in each particular governmental unit
of education, sewer, water, police and fire protection, road
construction and other governmental services expressed as a percentage
of the average cost of those services in the state a3 a whole;

(6) "taxable real and personal property" means property not
exempt from taxation under the constitution and laws of the state or
of the United States, but does not include any subsurface estate or

property used 1in a consumer distribution system. The term includes



otherwise taxable property exempted from taxation under home rule
ordinance or charter.

Sec. ”"3.56.100. REGULATIONS. The Department of Community and
Regional Development and the Department of Revenue may adopt regula—
tions as appropriate to carry out their respective duties under this
chapter.

* Sec. 2. This Act takes effect on the day after its passage and

approval or on the day it becomes law without approval.



STATE
of ALASKA
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DATE:

Rick Garnett subject;

Last minute changes threw this out of final form. However,it contains
the major changes that we had in mind, when the time comes to print
we can run it off together with any committ® changes since we have it
on MTST.

02-001A Rev. 2-71
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IN THE HOUSE it REQU

/)/SCUSS «f>/

HOUSE BILL NO. 598
IN THE LEGISLATURE OP THE STATE OP ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: “An Act providing for a state tax on property used

In connection with transportation of unrefined oil
and gas; and providing for an effective date.’

BE IT ENACTED BY THE LEGISLATURE OP THE STATE OP ALASKA:
» Section 1. AS *3 is amended by adding a new chapter to read:

CHAPTER 56. OIL AND GAS
TRANSPORTATION PROPERTY TAX.

Sec. *13*56.010. LEVY OP TAX. An annual tax of 20 mills is
levied each tax year beginning January 1, 1973* on the full and true
value of taxable real ard tangible personal property employed in the
transportation of unrefined oil and gas, With respect to a facility
employed for part of a tax year in such a manner as to render It tax-
able under this chapter or partly ao employed for a full tax year,
the value of the facility texable under this chapter snail be
proportionate to the employment. Property taxable under this chapter
does not Include property employed In the construction of f&oilitlea
taxable under this chapter as distinct from the facilities themselves;
however, with respect to pipelines and other facilities taxable under
this chapter which may be under construction or awaiting construction,
full and true value for each tax year prior to completion shall be
measured by the costs incurred or accrued with respect to the facility
as of the assessment date. The tax levied under this chapter does not
apply to property with respect to which an ad valorem tax la payable
to a city or borough on January 1, 1972 and on January 1 of any
succeeding year during which a tax la levied under this chapter*.

Sec. *»3.56.02G. EXEMPTIONS. In addition to property exaluded
under sec. 150(6) of this chapter, the following property Is exempt

- 1-



from tle tax levied under this chapter

(1) producing oil or gas leases;

(2) machinery, appliances and equipment used in and around
a well producing oil or gas and actually used in the operation of
e well; and

(3) oil and gas produced in the state upon which gross
production taxes are paid.

Sec. 93.56.030. IN LIEU OF OTHER TAXES. Payment of the tAX
levied under this chapter is in lieu of all ad valorem taxes on
property subject to tax under this chapter now or hereafter Imposed
by the state, or by a city or a borough.

Sec. 93.56.090. ASSESSMENT. Assessment of property subject to
the tax levied under this chapter shall be carried out by the office
of the state assessor in the Department of Community and Regional
Affairs substantially In the manner provided in AS 29.10.378 -
29.10.953 for first class cities, except that the state assessor in
the Department of Community and Regional Affairs shall function in
place of the local assessor, and the State Assessment Review Board
shall function in the place of the city council sitting as a board of
equalization.

Sec. 93.56.050. STATE ASSESSMENT REVIEW BOARD. The commissioner
of community and regional affairs shall appoint at least five qualified
persons to serve at nls pleasure aa a State Assessment Review Board.
At least one such person shall be appointed from each of the four
Judicial districts.

Sec. 93.56.060. PER DIEM AND EXPENSES. Members of the State

Assessment Review Board ahall be compensated and are entitled to per
diem and expenses authorized by law for boardu.

See. 93.56.070. POWERS AND DUTIES. The State Assessment Review
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Board has the powers and duties with respect to assessment of
property taxable unaer this chapter of a city council sitting as a
board of equalization with respect to first class cities.

Sec. *13.56.080. COLLECTION AND ENFORCEMENT. The tax levied in
this chapter Ir» payable in full to the Department of Revenue on
September 30 of the tax year, except that, the Department of Revenue
may by regulation provide for prepayment of taxes and payment by
Installments. A penalty of ten per cent shall bo added to delinquent
taxes and interest at the rate of eight per cent per annum, or four
percentage points above the per annum rate charged member banka for
advances by the 12th Federal Reserve District that prevailed on the
first day of the month preceding the commencement of that calendar
quorter, whichever is greater, shall accrue on all unpaid taxes,
excluding penalties, from the due date until paid In full. Collection
of the tax levied under this chapter shall be carried out by the
Department of Revenue substantially in the manner provided in
AS 29-10.¥156 - 29.10.537 and 29.10.3*18 - 29.10.351 Tor first class
cities.

Sec. ™ .se6.090. LIEN FOR TAX. The tax levied under this chapter
and interest and penalty set out in sec. 080 of this chapter are
liens upon the property subject to tax under this chapter. +tie liens
provided by this section are prior and paramount to all other llena
or encumbrances upon the same property.

See. *13.56.100. FALSE STATEMENT. A person who knowingly fails

to file a return when due or makes a false statement in a return
required under this chapter as to the amount, location, kind or value

of property subject to taxation with intent to evade the taxation is
guilty of a misdemeanor and upon conviction is punishable by a fine

of not more than *1000 or by imprisonment for not more than six months,
-3-
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or by both, together with the coats of prosecution.

Sec. 43.56.110. DEPOSIT IN GENERAL FUND. The annual revenue
from the tax levied under thla chapter shall be deposited In the
general fund.

Sec. 43.56.120. AUTHORIZATION OF APPROPRIATION. There la
authorised to be appropriated to the Department of Community and
Regional Affairs each year an amount equal to the sum of the
amounts deposited In the general fund under sec. 110 of this
chapter, less costs Incurred or anticipated In administration of the
tax for the year of levy.

Sec. 43.56.130. DISTRIBUTION. As soon as practicable following
the annual appropriation provided for In sec. 120 of this chapter,
the Department of Community and Regional Affairs shall distribute
to the treasurer of each taxing unit, and shall segregate and hold
for the benefit of each unorganised borough, an amount which bears
the same ratio to the total amount of the annual appropriation
under sec. 120 of this chapter as the distribution index of the
governmental unit bears to the sum of the distribution Indices of
all governmental units,

3ee. 43.56.140. DISTRIBUTION INDEX. The distribution Index
of each governmental unit is based on its cost of services, wealth
and population and is determined annually In accordance with the
following formula

D « PCPa

where D » distribution Index

P * total population of the governmental unit as a percentage
of the statewide total population

C « cost of service Index

- 4 -



Fp * fiscal capacity
Fa mstatewide fiscal capacity.
Sec. *13.56.150. DEFINITIONS. In this chapter

(1) “"taxing unit” means any organized borough or city
levying ad valorem taxes whether located within or outside an
organised borough;

(2) "governmental unit" means an organized borough or a
city levying ad valorem taxes whether located within or outside an
organized borough* and an unorganized horough;

(3) “"fiscal capacity" means the ratio of total taxable
assessed value 'so total population within a governmental unit;

(4) ‘'statewide fiscal capacity" means the ratio of total
taxable assessed value to tot& . population for the state as a whole;

(5) "cost of service index" means the ratio as determined
by the state assessor of the average cost of materials and personal
services, weighed equally, in a particular governmental unit to the
average cost of materials and personal services in the state as a
whole for each tax year, in determining the cost of service index
the state assessor may utilize such standards of reference as federal
cost of living data, state employee regional pay differentials and
other measures and standards which in his opinion tend to reflect
cost differentials cf constru ;tion materials, labor, and other
components of the overall cost of local government operations]

(6) "taxable real and tangible personal property" means
property not exempt from taxation under the constitution and laws

of the state or of the United States, but does not include any
subsurface estate or property used in a consumer distribution system.

The term Includes otherwise taxable property exempted from taxation
under home rule ordinance or charter.

_5.
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Sec. "3.56.160. REGULATIONS. The Department of Community and
Regional Affairs and the Department of Revenue may adopt regulations
as appropriate to carry out their respective duties under this
chapter, Including regulations governing determination of the
population valuation and coat factors In sec. 140 of this chapter.
* Sec. 2. This Act takes effect on the day after Its passage and
approval or on the day It becomes law without approval.






April 6, 1972

MEMORANDUM

T0: George Hohman, Chairman
Housé Finance Committee

FROM:  Mike M iller, Chairman
House Local Government Committee

George -

Attached is Fl etter which | reque }ed from the dmin-
Istration reflative to estimates of Income available to
each borough and the unorganized horough under HB 598

s Rich Gar tt indicates, these. are ru% guesses,

t ey nonet ess reg esent some r ea of how revenues

ould rstrr ute | would like to renew ﬁ estron,
owever th at BO e of the funrs des&rned or the u Sgan
1zed borou e c rger ed, Instea unding thi
proper and responsve epartment.



»

March 15, 1972
CV » e,

MEMORANDUM

TO: John Rader, Chairman _
Senate Looal Government Committee

PROM:  Mike.Miller, Chairman _
House Local Government Committee

John -

Vic Fischer requested that we growde you with copies of
the minutes of hi? testimony to the House Local Government
Committee relative to the administration’s ackage in
the unorganized bo,rough. The minutes are attached. However,
Inasmych~as our minutés are necessarllsy rief and capsulized,
| would strongly recommend that you listen t? the tapes of
Mr. Fischer's Presentanon. The  tapes are alsp attached and
e would [ike to have them back wnen You are through with
them. Mr. Fischer'3 [r)resentat,lo,n to the House Local Govern-
ment Committee wa3 very beneficial and constructive.
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March 15, 1972
MEMORANDUM

T0: Members of the House Local Government Committee

FROM:  Mike Miller, Chairman _
House Local Government Committee

SUBIECT: Governor's recommended package relative to creation of
unorganized boroughs and taxation in the unorganized

borotgh.
As you are aware, the committee is currently considering HB-s
5210 596, 597 598 HB 521 was passed out today and on Friday
| would like for the committee to consider the other three bills.
The_followLng are my recommendations, all of which are open for
additional thought and amendments.
HB 596 - | believe we should pass this bill essentially as is,
t sets up the framework by which the present unmanagéable

|

uno_r?aniz_ed borough can be” divided Into smaller units., This 13
a bill with which™a beginning can he achieved along the road
toward an eventual local government for these area§.

HB 597 ~ Although there iz merit in estabhshmg a degree of
taxation in the,unorgamzed borough, there seemS to bé a great
number of questions relative to téchnique and procedure. “Too,
t>ere is question as to the amount of wealth that exists in the.

.organized borough. And, there has been question .in the committee
whether 15 mills fs an appropriate tax_ amount, This leads me to
believe that the legislature, through its legislative council,
should continue to explore these questions in the interim between
sessions, should hold hearings on tlie subject both within and
outside the unorganized boroUgh, and should return next session
with a definitive bill to recommend on this subject. | am having
a resolution drafted to accomplish this.

H? 598 - Basically, T think there is a lot to be said _in favor of

this bill nowevér, | do have qne amendment | would Like to s,ugigest.
Instead of simply _faxm% the oil interests at a rate of 20 mills,
and then d|str|but|ng? these taxes on the formula s_u?gested In the
bill, | would strongly suggest that we assign s mills out of the

REPRESENTATIVE MIKE MILLER

COMMITTECS

CMAIHMAN. LOCAL OOVt»NMrNT COMMITTEE,
MMan, mnn and wtai* appains committee.



MEMORANDUM .
Members of the House Local Government Committee
ugggh215 1972

20 to be given directly to the organized or unorganized borough
where the “taxable oroperty Is '.locCated. The balance of the 1
mills would be distributed state-wide as per the Governor's
formuyla. _ For your information, the following is a breakdown of
distribution amonﬂ the unorganized borouohs and the unorganized
areas as well. These figures assume thal the Stace Assessor's
office is correct in its estimate of $300 million of taxable
Ero ertK presently in the North Slope area, $50 million around
S

airbanks and approxnnatﬂy $50 million in Valdez.
Bristol Bay Borough $ 177,000
Sitka Borolgh 96,000
Juneau Boroligh 258,000
Fairbanks Bortough 928,000
Anchorage Borough 1,680,000
Kenai Borough 198,000
Ketchikan Borough 186,000
Kodiak Borough 126,000
Mat-Su Borough 120,000
Haines Borou% 24 000
North Slope Borough 1,560,000
Unorganrzed Borough 2,650,000

| am hopeful we can resolve this question before Clem leaves over
the weekend.



DEPARTMENT OF LAW

OFFICE OF WE AT1OMY GENERAL POUCH K —SIATE CAPITOL
JUNEAU 9801

March 6, 1972

The Honorahle Mike Miller, Chairman
House Local Government Committee
Alaska State Legislature

Juneau, Alaska 799801

Re: HB 598
Dear Chairman Miller;

Your suggested amendment of HB 598 may be accomplished
Iby sertlng a néw section after sec. oso along the following
ine

From the approprlatlon authorized under
sec. o060 Of t |s c anter an amount equal to the
revenue raised ive mil ev% erty
taxahle under th|s chapter shall be rem|t ed to
the treasurer of the taxmg unit or _held and used
by the Department of Community  and Reglonal Affairs
for the benefit of .the unorganized bofough, as the
case may be, in which the property is locCated.

A corresponding chan%e in the following section would
make it clear that the  amount of revenue distributed b¥ formula
is the total revenue raised less the five percent remitted to
the area where the property is located.

In order. to ?reserve some of the equalization effect

of the distribution formula, we suggest that the fiscal capacity
of each area where taxable property Is. located be ad] ust d to
account for the direct payment. That is, In assessm(%

wealth of an area which réceives 25/ of the proceeds Trom the
tax on property in the area, it is equitable to treat tnat area

as thou gh its tax base Included 25/ of the value of the taxable
property in the area.



The Honorable Mike Miller March 6, 1972
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_ , Granting to the area the revenue from the first five
mills is tantamount to leaving 2s5# of the groperty as part of
the local tax base. In such Tase, that 25# would be included
In the calculation of the area's fiscal capacity. The same
should be true where only the form of the transaction is varied
Pg éf;}e eState collecting the full tax and remitting 25# of the
VEnue.

. Examples 1) and Zg_below ilffustrate the estimated,
comparative effect of calculating with and without reattribution
on revenue allotted to the North™ Slope.

_ Example 3) shows the North Slope share without a
direct return,

_ Example. *0 and 5) show the North Slope share with
2.5 mill anc s-5 mill direct returns respectively.

Example 6) .

] ) shows estimated revenue to organized
boroughs assuming s mill
)

direct return.

Example 7

shows estimated revenue to the unorganized
area as a whole.

, _Once pipeline construction is under way, the figures
involved will increase by multiples of 10 or more.

. All calculations are estimates only. Exact operation
he distribution formula must await accuraté assessment figures
trﬁe unorganized parts of the State and cost of service figures
all areas.

of t

for

for
It will be noted by comparison of examples 3> 4, &

5 that .the North Slope receiveS more revenue without direct return

than with return at 2.5 or 3.5 mills. This is because the formula

as originally conceived was designed to take full account of the
existing poverty level of rural” areas such as the North Slope.

_ Addition of wealth directly makes that area more on
a par with orher parts of the State, and accordingly reduces its
share under the formula.

Present estimate of total 598 property:

North Slope 300,000,000
Fairbanks 50,000,000
Valdez 50,000,000 400,000,000
Total revenue = 400 "r'h,000
02

$ ,0jo ,u00.00



The Honorable Mike Miller March g 1972

1) Share of North Slope (with reattribution)

PCFa
.02 X 300,000,000 + Fp X 6.000.000
4 270,838
Where P = population = 3,312
C = coat of service = 2 _
Fa = state9 a2verage fiscal capacity (value per capita)
Fp = North Slope fiscal capacity = 81,000,000 (75,000,000
d reattnbputed + b ot ers)y 13,312 (
= 24,456
9,923 .
1,500,000 + 3312 x 2 x 24456 X 6.000.000 = 1,56],000
270,838
= 19*5 percent of total revenue
Share of North Slope (without reattribution)
9
1,500,000 + 3,312 X 2 X FB%? X 6.000.000 = 2340,000

270,838
29.2 percent of total revenue
Share of North Slope without direct return

3,312 57%[3”?'982& x 8,000,000 - 11414000

= 14.3 percent of total s9s revenue
4) Share of North Slope with 2.5 mill (12.5%) direct return
9,923
(12.s x 6,000,000) + 4,312 x 2 x 12,832 x 7,000,000 = $876,000
270,838

= 10.9 percent of total s9s revenue



The Honorable Mike Miller March 6, 1972
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5) Share of North Slope with 3.5 mill (17.5%) direct return
(17.5)(6,000,000) + 3,312 X 2 X 186757 X ,600,000 = $1,142,000
270,839
= 14.2 percent of total s98 revenue

6) Estimate of Distribution Among Organized Boroughs (with
iy ¢ direct return)

ES Boroughs Multiplier x Total Revenue Share $ Per Capita
2.2 Bristol Bay 020 x 6 Million 174,000 49.32
75 Sitka o016 x 6 million 96,000 1543
g7 Juneau a3 x 6 million 258,000 19.43
1 Fairbanks 250,000 t «113 X 6 million 928,000 30 .95
.74 Anchorage 280 x 6 Million 1,680,000 16.32
57 Kenai 03z x 6 million 198,000 12.80
86 Ketchikan oa1 x 6 Mmillion 186,000 1853
.90 Kodiak 021 x 6 million 126,000 19.52
g5 Mat-Su 020 x 6 million 120,000 18.56
93 Haines 004 x 6 Million 24,000 17.10
a1 North Slope 1,500,000 T -010 X 6 million 1,560,000 471.438

TOTAL 5,350,000
AVERAGE 26.15
7) Estimated Total to Unorganized Areas

8,000,000 Total .
5.350.000 To Organized

2.650.000 To Unorganized
5 mills to Valdez 250,000

2.400.000 remainder of unorganized
boroughs



ItFPAIITMFXT OF LAW

OFFICE OF THc ATTOPNEY CCHEPAI POUCH K — STATE CAPITOL
W AU 99801

April s, 1972

The Honorable Mike Miller, Chairman
House Local Government Committee
Alaska State Legislature

Juneau, Alaska 799801

Dear Chairman Miller:

You asked for estimates of the amounts of revenue which
\%vioruslg )t/)gagwtnbuted to organized boroughs under HB 598 in the

Our assumption is that the tax will produce approximately
$8,000,000 total revenue.

_ The figures on page 4 of our letter of March s, 1972, show
estimated distripution If 254 o+ the revenue attributable to parti-
cular property is ileturned directly to the municipality where the
property Is located.

_ V/Ithout direct return, the 2,000,000 otherwise allotted
directly to Valdez, Fairbanks and the North Slope would he spread
over all the boroughs in the same proportions as the first 6,000,000,

Reference to the share of a barough means the share of the
borough Itself and tax levying cities within the borough, as avail-
able assessment figures apply to the borough as a wholg.

The share of the North Slopeis based on an assumﬁnon
thatcosts there are twice as great asfor the state as a whole and
that per capita wealth is approximately one fifth the state avera%e.
|f the North Slope cost and wealth figures turn out to be closer To
the statewide norm, that borough's share would be reduced.

If it Is desired to Insure acertain absolute minimum to
the North Slope we recommend following your earlier thought and .
aIIottlng0 1(o the 8Iace where taxable “property is located a certain
mli]iage off the top.

It should be stressed that these estimates are only slightly
better than guesswork because of the present jack of valuation and
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cost data for the whole state.

Borough Multiplier x Total Revenue Share $ Per Capita
Bristol Bay 029 x & million 232,000 66.20
Sitka 016 x s Million 128,000 20.58
Juneau 0*13 x & million 3%%,000 25.51
Fairbanks 113 x 8 million 90*4 000 29.16
Anchorage 280 x 8 million 2,2%0,000 21.77
Kenai 033 x s million 26*1,000 16.11
Ketchikan 031 x & million 218,000 2*1.70
Kodiak 021 x 8 million 168,000 26.27
Mat-3u 020 x 8 million 160,000 24,38
Haines .00r1 x 8 Million 32,000 23.93
North Slope 1*13 x & million 1,1¥1*4. 000 3*45,1%1

TOTAL 5,86%,000
AVERAGE 29-59

Estimated Total to Unorganized Areas

8,000,000 Total
586*1,000 To Organized
2,136,000 OQutside Organized boroughs

per capita outside organized areas = 2,136,000 = 30.16
"W

| trust these estimates will be of some assistance.
Yours very truly,

JOHN E. HAVELOCK
ATTORNEY GENERAL

By: A

Richard W. Garnett [I|
Assistant Attorney General
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A IF M SM WILLIAIA. [, GOVERCR

, 1 IHLIMItTML.VT OF LAW

OFFICE OF THE ATTORNEY GENERAL POUCH K — STATE CAPITOL
JUNEAU 99801

February 28, 1972

<\U

The Honorable Mike Miller, Chairman
House Local Government Committee
Alaska State Legislature

Juneau, Alaska

Dear Chairman Miller:

| would like to take the opportunity to comment
on several conspicuous errors, confusions and misstatements
reportedly made hy Mr. Victor Fischer, Director of the
Institute” of Social, Economic and Governmental Research at

the University of Alaska, in his testimony before your
Committee last Saturday. mvolvrng House BrIIs 596, 597 and

. fear the trend in Mr. Fischer's do-little-or-nothing
approach is that decision makrn(i in rural Alaska will become
more and more subject to control by large commercial enter-
prises, particularly oil related industry, not the pe opIe

of the region.

To begin with, Mr. Fischer has apparent]y muddled
the two. tax proposals made by the Administration 1n his mind
and believes that both are to be applied Statewide. On the
contrary, the proposed 15 mill property tax will be collected
only from the unorganized borough, and it will be distribyted
only to the unorganized borough: OnIy the E)roposed 20 mill
tax’ on oi| and gas exploration and transportation property
which is in lied of all other taxes on the same property,
be levied_and distributed Statewide. It IS Important to note
that the Trans-Alaska pipeline will be the greatest source of
{venue ranvlalrlatg)l(e for distribution to local governments under

I 20

Mr. Fischer has said that he found the general
property tax measure based oi “"extremely disturbing and
obnoxious" principles. The principle underlyrn(t; both tax

measures rs that the money be collected and distributed
fairly ev g It is a principle derrve from the equal
?rotectro claus e Constitution of nrte% States.
Prrn iple IS not |mpI|ed but 1s sp e e out ny a
d distripution fo mula rn each measure based” on
num er of people and cost of services.

The potential conflicts between State and local
areas envisioned by Mr. Fischer evaporate on a more careful
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reading of the bills involved. His view that the organjza-
tion oT a prospectively wealthy borough would be opposed bY
the remainder of the unorganized borodgh is not sufficiently
thought out. Currently in Alaska theré are inherent inter-
regional conflicts between taxing and non-taxing areas. .
Governor E%an's taxing proposals will reduce these conflicts
significantly, providing money where there is now little or
none.

The conflict Mr. Fischer envisions between those
areas of the unorganized borough that have differing poten-
tial for wealth shows no sign of materializing. On the
contrarg, the contlnumgl unity of the various Native regigons
of the State augers well for future cooperation among régions.
The Administration's unified approach has st[en?_thened the
prospect of co_oPelratlon and diminishes the likeTihood that
major commercial interests will attempt to play one region
off against another as would occur if each new region made a
separdte decision to tax or not_to tax and at wha; level,
as envisioned by Mr. Fischer. The unity of purpose, despite
wealth differentials, is illustrated »y the Alaska Federation
of Natives, which, though it represents a majority of the
residents of the unorganized borou%h, has endorsed the
creation of the North "Slope Boroug the richest region
within i1t. In addition, noting tRat the proposed révenues
in the area of that Broposed borough would far exceed the
requirements of the borough, representatives of the Arctic
Slope Native Association Stated in testimony before the ,
Local Boundary Commission that they were not opposed to legis-
lation that would result in a substantial share of the revénue
derived from pro(sjerty tax revenues raised in the North Slope
being djstributed on”a Statewide or other revenue-sharing
basiS where needed. This type of action demonstrates the
irrelevance of Mr. Fischer's gloomy predictions of inter-
regional warfare.

It is ironic that Mr. Fischer endorses the idea
of creating local government units throu?_hout the State, as
embodied (0 HB 596, while attacking the Tinancjial measures
which will make a meaningful level™ of service in those local
government units possible. Surely, the creation of govern-
mental units without the neces_sary_fundm% would do no, more
than create bitterness and disilluSionment as exPectanns
of local government service founder for want of funds.

This package of Ie?|slat|on_, together with Governor
Egan's proposed Department o Commuth and Regional Develop-

ment, is designed to avoid the chaos that would be created
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by an inequitable or nonexistent formula of revenue distribu-
tion,  While furtner testimony may develop some points that
may be cured by minor amendments, the Eroposals are sound and
will serve to allow the people in Alaska's rural areas to
advance themselves.

_ | regret the necessity of having to criticize Mr.
Fischer's testimony on these meéasures since he is both a
respected member of Alaska's academic community and a

rincipal architect of the Borough provisions of the State
onstitution, Doubtlessly, a heavy burden of ccher responsi-
bilities to be discharged while he was in Juneau precluded

him from giving the méasures before the House Local Government
Committee "the careful study that usually precedes his comments.

Sincerely,
| <7 i/ n %
E. Eravelock

Attorney General
JEH:jt
cc. Victor Fischer



WILLIAM A. EDAN
GOVERNOR

STATL2 0K A 1ASKA
JOFFICE OF THE GOVERN OR

m JUIVEAB

March 20, 1972

The Honorable Mike Miller
Chairman, Local Government

Committee _
Alaska House of Representatives
Pouch V, Capitol Building
Juneau, Alaska 99801

Dear Chairman Miller:

At my request a bill providing for a property tax in the
unorganized borougrh was placed before the negislature as
Housé Bill 597, The same bill has been introduced for
consideration by the Senate as Senate Bill 363,

The bill was conceived in response to a %rowmg conviction
within my Administration and throughout the State that the
Pres_ent propert% tax structure s wastefuyl and inequitable.
t is wasteful Decause it permits Botenhal sources of
revenue to remain untapped merely because of their location
within presently unorganized areas of the State. It is
Inequjtahle because pérsons residing within presently_
organized areas pay an ad valorem tax by way of confri-
uting to the cost” of the services they recejve, while

b .
ﬁ]ersons and industries. located outside  organized areas
ake no such contribution.

The inequity of the present situation exists also among
organized areas. The accident of location of npatural
reSources leads to great d|sBar|t|_es among regions in the
amount of revenue which may be raised by ad valorem taxes.
Because of tne nature of the property involved, the
digparity in wealth bears little or no relation to the
relative’ need for services among the various areas.

In an effort to meet these issyes, | proposed .a tax which
would reach property now_escaﬁm% all tax, which would,
to a large extent, equalize the tax hburden as between
or?amze and unorga ized areas, and which would m|t|gate,
thiough a revenue-Sharing formula, the unnatural revenue

allocation thich will persist under a hands-off local
taxation policy.
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h tne House and Senate Local Government Committees have
Id hearings on the bill in question. The bill has been
iticized, often in_a helpful and constructive manner
h respect to part|cular asPects of its operation. Some
the views expressed ref ec confusion over the more
mplex features of the bill, others reflect d|fferences
hilosophy with respect to exem|pt|ons some reflect
damant refusal to face the realities of the State's
ncial situation and in particular the desperate need
revenue in support of local goverment activities as
State's capability to providé this support le' sis off.

With the prospect of revenue from il severance taxes and
royalties receding dajly it is my firm belief that the State
cannot afford a cavalijer attitudé toward am{ source of public
revenue. . Such an attitude would be particularly inappro-
nriate with respect to a universally accepted, tried and
nroven method of revenue raising suth as the ad valorem
property tax.

p
a
a

¥ mY firm conviction that the assuanons and ideas
aehmd he proposal embodied in House BIIl 597 and the
hasic: machinery contained ir. that bill for |mplement|ng
those ideas have been untouched by the testimony Eresented
before the Local Government Committees. =~ Many of the
technical problems cited may be dealt with by simple
amendments. Other difficulties which have been raised

are of a sort customarily handled through regulations
adopted by the taxing authority.

W Adminjstration has not sought to mask the difficulties

a m|n|ster|ng a Program such as that proposed in House

.. The problems are quite real. ~Ad valorem property

taxatlon is a highly complex ‘subject. Such taxes have been
the topic of a large volume of legislation and perhaps an
even larger volume of litigation.~ Several times in the past
the S .ate of Alaska has attempted unsuccessfully to discover
means to tap this elusive but essential revenue” raising
source on a Statewide basis..

as d matter of economic

However, | bel|eve that Alaska,
olicy, will have to eliminate

sk
necessity as well as soc ? p
the waste and .inequity cf cu rrent taxes levied on the value
of property within itS borde rs even though initial costs
In teggﬁa%ﬂ dollars ard ad nistrative adjustment may be
consi

The most egregious problem with respect to levy and
collection of an ad valorem tax is the present” lack of
reJxable, factual information on the location, type, and



The Hon. Mike Miller -3- March 20, 1972

value of progerty within the present unorgamzed areas.
Because the State, as a whole, has never been the subject of
a thorough mapping and assessment effort, these crucial
items of information may only be estimated.

Yet these and other difficulties will not be diminished
y indefinite delay{. The sooner we can hegin, the more
nearly ready the State will be to secure for its people
gor%%” share of taxation from development we know will

Those of us who have faith in the future development of
Alaska believe strongly that within a relatively short
period of time substantial development will take ?Iace
In presently unorganized areas. We also believe that
such development should pay its fair share for the
support of government services the demand for which will
be generated by the development itself.

In spite of my conviction that a property tax will, in
the near future, become an important sqource of revenue,
| acknowledge a need in the short run for more exact
information concerning the impact of the tax. Accurate
data on the value and location of property within the
State Is Important to the design of the tax.

In addition, we reco_ginlze that major development in the
unorganized areas will proceed only after the oil trans-
portation problems presently plaguing the State are
resolved, and only when investment attivity stemming
from the Native Claims Settlement begins.

A relatively short delay in |mplementat|on of this tax measure
could yield” significant” benefits .in terms of certainty and
equm{ in its operation. Accordin I_;{ I 9ropose that” the
Legislature delay action on House B.ill 597 and Senate Bill
365 until the next legislative session so that rome of the
unknowns presently sufrounding operation of the proposed tax
can be dealt with’

As a necessar)( adlunct to such delay, | endorse the proposal
of the House Local Government Committee to submit the ques-
tion, of an ad valorem tax in the unorganized borough to the
Legislative Council for study of its %ractlcal_and Ie%al
aspects and for hearings to elicit public sentiment onh the
most desirable! form fof such a tax. The study should be
undertaker. In conjunction with the new Department of
Community and Regional Affairs and should be broad enough
to allow”a report on the use of property taxes and regional
equalization generally.
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wxx.ii Ule cecnmecai gr oblems that e”st than we were at the
commencement of thi ess on.

| am_convinced that careful consideration of the ad valorem
tax idea by the Legislative Council and Department together
with suggestions from the pubhc and Whateverexpert
assistance may be required, will further demonstrate the
necessity and” the feasipility of a tax and equalization
program substantially similar to that contained in House

Sincerely,

William A.
Governor
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Some time a%o you asked each department to comment on the
proposed Ilortb Slope. Borough. The DeP_artment of Law Postponed Its
co, nent until this time beCause we believed that legal questions
wou.d arise only rfter the record before the Local Boundary Com-
mission was complete.

_ A representative from this office attended the Barrow
hearing. Recordings of the hearing and the exhibits offered h*
all parties were utilised for study and review of the present
state of the record.

The basic decision on borough incorporation is committed
law to the commission and to the people of the area proposed
r incorporation. This being so, the_scope for commentary on the
gality of the proposal !s [imited. The following commerts are
fected toward evaluation of the record before the commission .
d are intended to P,omt out the areas of possible vulnerability
should the incorporation he approved by the commission and subse-
quently tested in court.

Legal SettlruT. The Constitution of Alaska defined
boroughs as a new entity, previously unknown to Alaska ?overnment,
and, ash tlhey hoped, a new start in regional government for America
as a whole.

The constitutional limitations on the formation of
boroughs were very broad, allowing for maximum flexibility, but
requifed that the  legislature set” further standards for the new |
11Eorm of government ancl prescribe the manner and condition of their
ormation.

, . The legislature has tile power to establish borou%hs on
its own initiative, When it does so, it_js bound only b}/] he
broad limitations in the constitution. The legislature has also
prescribed the manner in which borou%h_s may be formed by local
optioj., providing, both a procedure which must be followed if a
boroui *Is to be formed by local option and substantive standards
for the approval of a proposed borough by the bocal Boundary Com-
mission to which the power to approve has been delegated by the

legislature. In proscribing these procedures and substantive

by
fo
e
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an



Byron 1. Mallott
February 2*1, 1972
Page 2

rules the legislature can be and in fact has been more restrictive
on the formation of borou?hs throu%h administrative action than it
might be in acting directly through an exercise of legislative power.

The Supreme Court of Alaska has indicated that it will
compel compliance with the procedures prescribed by the Ieglslature
in actions taken by the Boundary Commission. See United States.
Smelting, E'nine and Refining _Company v. Local Boundary Commission,
et al., No. 727, Sept. 29, 1971. 'There is no reason to suppose
that they will depart from the rule defined in the U S. Smelting
case in proceedings of the Local Boundary Commission undertaken
under AS 07.10.110.

~One of the rules of administrative action to which the
courts will hold the Local Boundary Commission is_ that any action
taken by the commission, or any otner administrative body exer-
cising powers of some consequence, must be supported by evidence
with respect to each substantive requirement establishéd by the
legislature in Its delegation of power. See, e.g., Atlantic Ref.
Co. v. Public Service Com., 160 U.S. 376. It neéd not be uncon-
tradicted; it “ed not conform t0 formal legal rules of evidence.
See, e.g., Dickerson v. US., 3% U.S. 369- But there must be
some evidence in a form upon which reasonable men might make
informed Judgments in the course of their affairs.

_ There 1s also substantive law to the effect that thin
evidence must be of record, in a form reviewable by the court.
See, e.g., Crowell v. Benson , 28b U.S. 22, That ‘the members of
the commission or the Director of the Local Affairs Agency have
?ersonal knowledgie of issues and facts not of record which brin
hem to the conclusion that a Pmﬁosed borough in fact meets sub-
stantive standards, does not get the commission past the procedural
hurdle. It is this legal proposition which the commission should
keep in mind as it reviews the record in this proceeding.

Constitutional Culdelines. The proposed borough raises
the most fundamental questions about the nature of boroughs,

The minutes of the convention include some discussion
of the nature and size of boroughs. On page 2621, Vol..  of the
minutes, borough size was discussed:

"COGHILL:  For Instance, would Fort Yukon, Big
Delta, Nenuna, Fairbanks be in one borough?

PRESIDENT EGAN: Hr. Victor Rivers.

V. RIVERS: Well, it would not seem \. me that

that would be a feasible arrangement.  The matter
of size Is one of that ennnges with time, and the
trend in the states is as the population increases



Is to give larger areas and consolldate counties
into larger groups. e% (t;reat deal of
trouble in the old days ecause hey could not
travel so very far and they tried to tie a county
down to the size you could drive a horse to the
boundary and back”in one day. That concept has
fallen by the board. The idea of how Iar e these
would be would have to be determined b}{( e state
advisory group in local (t;overnment Wor |ng with
the peoplé to decide as To_what extent their
boundaries should cover. That doesn't mean one
type of economy; most any area will have a com-
posite type of economy. " You have a common interest
In certain types of economic activities, and insofar
as possible. 1t would be the determination to try to
make an entity or an area that had common jnterests
but would not” be so b|% as to be unwieldy but would
not be so small as to De too expensive. "It Is a
matter of the exorcise of { dgment which has been
1eft to the local level with the advice and
assistance of the state department in connection
with local government.

COGMILL:  .-ir. Rivers, | realize it is being left to
a power, but | was try|n% to get the Committee's
h|nk|n% as to how big- they would be. Would, they
be about the same size as our election d|str|cts as
set up by the apportionment board, or smaller?

V. RIVERS: | did some research on size and counties,
Mr. Coghlll, and Die Texas Charter set up that the
counties should be 900 square miles. Now, there are
other areas that run as high as 2,900 square miles,
and that is in the nature o1’ a_ large county, although
In_some counties they rup as_high as 'i1,000 square
miles but that is In” Isolut ii instances; but around
the neighborhood of angwher from 1,000 to 2,#

square miles seems to be atnut the average of the
larger size counties."

And on page 2627

"DAVIS Mr. Rivers, 1 realize that un d B the article
It s ritte n that the bounda r|e ﬂug s are

tI; ng to e se by a h oard established b eg|s
tu would like to pursue o Jitt

furth r the q estion that Mr. Coghlll had asked about

what the Committee's thinking is concernmg areas

that mlqht pro erl¥ fit Into”a borough, and since |

am familiar with it and so are you with our* own area,
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| thought | night ask somewhat of the thinking of
the Committee in an area such as that. Would your
idea of a borough for the Anchorage area comprise,
say the area from Po,rta?e to the Knik Bridge or
something like that including the 8reater Anchorage
area and possible Chugiak, ol would it include the
Anchorage area glus the Matanuska. Valley, o would
it be, Say the Seward area and Anchorage and the
Matanuska® Valley all together? What is your think-
ing about the size of an area like that?

V. RIVERS: Mr. Davis said | am familiar with that
area. We discussed various areas through the Terri-
tory; in our thinking, of course, we must aliow for
the  changes that occlUr due to the changes required
by time and the area which you first described would
probably, from Portage to Knik Bridge, would embrace
an_area’ of probably so0 square miles or 10 square
miles, and would be about what | would visualize as
tire initial borough, hut | cap readily see as sg
years pass by, where, under the consolidation plan
some of them might consolidate and bring in the
further area you mentioned. The first Step would
probably be_not oi’ a nature so large as to be too
unwieldy. The next step, as transportation, com-
munications, and roads develop, might well result In
having it twice as large by a consolidation of one
or more of these borough areas and their boundaries.
Does that answer your* question?"

Though the area of the proposed Worth, Slope Borough Is
over s7,500 SqUare miles, or approximately 21 times the largest
figure mentioned in_the course of convention discussion on borough
size, we do not believe that size alcne would rule out a North
Slope BorougE. In_our view the constitutional vision could encom-
Bass such a borough provided other prerequisites of local option
orough government were present.

Statutory and Constitutional Standards. Whatever Insight
may he gleaned from the minutes of the ¢ 1 lon, the source of
specific standards is Article X, section 3 of the constitution
which provides:

The entir hall Vi in roughs,
,organ(?zgdtn*e uSntoartgeansiz&]. berhg¥ seadll bteoets)?agh%hsed
In"a manner andg accordm? to stanuards provided by
law. The standards shall include populat, ion, ([qeo-
Era hg, economy, transportation, and other facfors.

ach borough shall embrace an area and population

with common interests to the maximum degree nossible.
The legislature shall classify boroughs "and Bre- _
scribe "their powers and functions. ethods by which
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boroughs may be organised )
consolidated, reclassified, or dissolved sha
prescribed by law.

incorporated merqfdb
e

. The standards which must be met in proceedings hefore
the commission under this provision are set forth in AS 07.1d.130
which provides:

No area may be Incorporated as an organized
borough unless it conforms to the following
standards.

(1) The populatio
incorporation shall
as to its social %

of the area proposed for
interrelated and integrated

( ultural, and economic activities.
The population shall be qualified and willing to
assume the dutjes arising out of incorporation,
shall have a clear understanding, of the nature of
the undertaking for v/n.loh theK ask, and shall be
large enough anti stal I*;, enough to warrant anti sup-
port tnc operation of organized borough government.

n
e
t
b
S

(2) The boundaries or the pronosed organized
borough shall c.rnform generally to the natural
geoqraphy of the area proposed for incorporation
shall include all areas necessary and proper for the
full development of Integrated local government ser-
vices, but shall exclude all areas such as military
reservations., glaciers, icecaps., and uninhabited and
unused lands unless such areas, arc necessary or
desirable for Integrated local government.

(3) The economy of the proposed organized
borough shall encompass, a trading area with the,
human™ anti financial resources ca?able of providing
an adequate level, of "overniiicutal services. In
determining the sufficiency and stability of an
area's, economy, land use, property valudtions,
total economi¢ base, total personal income, pre-
sent and potential resource or commercial develop-
ment, anticipated funct igns, cxpens.es, angd income
of the prcoos.ed organized borough, shall be con-
sidered .

A) The transportatjon facjlities In the area
prqéoged for |nco?porat|0n_sﬁa|{ 0 of sucn_a _
unjfied nature as to fa?|l|tate the communication
and exchange necessary for the development of
integrated local government and a community of
interests, Means of transportation may Include
surface (both water and land) and air.” Areas
which are accessible to other parts of a proposed
organized borough by water or air only may not be
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included within the organized horough unless access
to them is reasonably inexpensive, Teadily available,
and reasonably safe.” In considering the sufficiency
of means of transportation within a proposed orga-
nised borough, existing and planned roads and high-
ways, air transport and Iandlng facilities, boats

and ferry systems, and railroads, shall b* included.

As the statute is worded, compliance with each of the
statute standards is a prerequite to incorporation.

Before discussing in detail the extent to which the
record supports formation of the proposed first class borough,
we v;ish to comment briefly upon the relation between the proposal
and 1B 596, which provides for division of the entire state into
boroughs, In our view, standards for borough Incorporation must
be redd In light oi' the powers to be exerciSed b% the borou?h.
Because a horgurn with extensive power affects the people ol the
area more profoundly than a limited borough or unor?amzed_ borough,
It follows that the  applicable standards may be ap|o led with,
greater strictness in the former case than in the latter. liL} 596
growdes Initially l'or unorganised boroughs. Accordingly, a North
lope borou_(t;h created In aecoruanee with “ilii 596 could in”theory
meet constitutional  <nd statutory standards even if it were deter-
mined that an unlimited first class borough does not.

~In addition, 1B 596 provides for Ieglslatwe approval of
boundaries drawn under its. autnority. Where the borough Is in
effect formed by legislative action, the boundaries must be deemed
in conformity with Statutory standards, as the legislature has
plenary ;Eower over~ Creation” of local government units within the
state.” The same presumption of validity does not of course apply
to boundaries created by the commission” under statutory standards
and subject only to local option approval.

The Uncord. In our view, the present record may need
supplementation to withstand judicial scrutiny or the incorpora-
tion in several respects, Including, the requirements

1) That thepopulation be qualified and willing to assume

||
the duties arising, outof incorporation, and have a clear under-
standingof the ndture of the undertaking for which they ask.
_ _ That the houndaries exclude glaciers, icecaps, and .
upinhabited, unuseq tlan”gs unfless_such ureagJ arc necessarypor 3e5|r-

able for integrated lo-"  “overninent.

i) That areas which are accessible to other parts of a
proposed borough oy water or air only may not be included within
the organized Dorough unless access ‘to them is reasonably inexpen-
sive, Teadily available and reasonably safe.



Byron |. Mallott February 22, 1972
-7 -

The requirements are discussed in order below:

1. Nature of undertaking: Between July 25, and Au_g{ust

1971, representatives from the Local Affairs Agency visited
each of the five villages in the proposed borough. The agency
scheduled in each village a hearing for discussion of the bor-
ough proposal, and prepared a report of each meeting.

With respect to Kaktovik, the agency report noted:

Both the Kaktovik city council members present and
most knowledgeahle persons in the audience evidenced
tle knowledge "about governmental structure and oper-
on...

|
at

the
it
|

. It was obvious at our meeting that the Kaktovik
city council had not conducted any work sessions on
the” North Slope Borough petition and had not as yet
formulated any position statements on the petition...

_ Local self-government of the Kaktovik community .
is still in embrdyomc stage, the city of Kaktovik having
boon incorporated only in” March of tills ¥ear. Accord-
ingly, it was not surprising to f'nd that the concept
oI municipal government for the local community, much
less the area wide borough concept, Is not yet very well
understood in Kaktovik.

. With respect lo Anaktuvuk Pass, like Kaktovik quite remqte
physically from Barrow, the agency representatives report similar
Impressions expressed as follows:

As in other communities visited on tills trip,
the officials, and residents of the village exhibited
little knowledge about the Arctic Slope Native Asso-
ciation petition for the North Slope Borough...

Parenthetically, it might be noted that clear state-
ments of opposition cannot really be expected because
of the general lack of knowledge of the borough concept
[of] government.

. In Barrow, Wainwright and Point Hope the agency found
var¥|ng degrees of Interest in Die proposal and In each case noted
that a considerable educational effort would be needed to provide
%HX Sse%uprlaence of a basic understanding of borough government among
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The pro?osed at-large election of the borough assembly
and preemptive effect of the borough's areawide first class city
powers on fourth class cities are only illustrative of the tre-"
mendous impact the borou%h would have” on citizen participation in
local government on the North Slope. The commission may lack
sufficiently positive evidence of an understanding of these and
other operdtional features of the borough on the part of the
average citizen. Granted that an educational program might
improve the situation, a court nevertheless might find that the
statute_contemfolates_a h|%her level of unde_rstandm% by the popu-
lace prior to formation than has been exhibited to the  commission.

2. Territory: A borough is not to include uninhabited
and unused lands unlesS such areaS are necessary or desirable for
integrated local government. .In our view a court would find that
the area does include uninhabited and unused lands, as those terms
are normally used, The issue is whether such lands are necessary.
or desirable for integrated local government. With respect parfi-
cuarly to the western part of the DBorough, a court could conclude,
on the basis of the record, that the degree of integration which
could be achieved hetween barrow and thé combined total of 222
Inhabitants of KukUwik and Anaktuvak Pass does not warrant inclu-
sion of those villages.

3, Transportatlon: The statute requires that where air
or water afforwTthe only link between different areas of .a proposed
borough such travel must be reasonably inexpensive, readily avail-
able and reasonably safe. \

The cost, schedule and routing, of commercial air travel
from Barrow to each of the remaining villages in the area, as
reported by the Local Affairs Agency, are as follows:

Point Hf)pe-Kctzebur--1"ai’ banks-Barr ow: The one-way
fare Is 'about'$I*Jiy fou and would require an overn|%ht In
tKot%ebtuebunless a’ charter was available from Point Hope
0 Kotzebue.

. Anaktuvuk Pass-Fairbanks-Barrow: The one-way fare

is $130.00. Schedule flights 'from only Anaktuvik Pass

to Fairbanks are available on Tuesdays and Saturday.

IheBTuesday flight only can make same day connections
0 Barrow,

Kaktovik-Pairbanks-Barrow: The one-wa){ fare is
122.00 and- 10 the winter months, regularly scheduled
lights to and from Kaktovik to Fairbanks are scheduled
for Wednesda% only. A charter flight (skis or pontoons
only) might be available between these two cities
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because wheel planes owned and operated by charter
%rokutpos _?(re not allowed to land on the gravel strip at
aktovik.

These is an |.T.T. charter (Wien Consolidated F27)
running uetween Barrow and Kakfoviic as well as Kaktovik
and Barrow. This charter services the DEWIline stacions,
and, if s]pace is available and permission is granted
from 1.T.T. in Fairbanks, persons may ride thé charter.
The one-way fare is $49.00.

Wainwright-Barrow: Scheduled mail flights are
available Iwo days a week, The on-way fare is $22.00.
'‘Charter flights are usually available’

. It may be argued that weekly or hiweekly flights with
round trip costs up so” $s00.00 do not” amorit to readily available,
reasonably InexBenswe travel. The possibility, presented by peti-
tioners at the Barrow hearing, that the state may subsjdize airline
traffic among the five villages probably would bé considered too
remote and contingent lo meét a standard which speaks in terms of
conditions existing i, of the time of incorporation.

~ Prudhoe Fa;/. The discussion above is directed toward the
constitutionalTconcert of a borouqh and the extent to which the
five existing wllaq_es meet the statutory standards for incorpora-
tion. The installation at Prudnoe Bay must also be considered.
With respect to the statutory standards, is the population at
Prudnoe Bay “interrelated and inteqrated as to ifs ‘social, cultural
and economic activities*' with tne test of the North Slope area?
The record is bare of evidence on this Fomt, except testimony of
eBm oil company representative of the self-containment of Prudhoe

ay .

Another point likely to be raised in a court challenge
to the borough 1s the constitutionality of including Prudhoe Bay
in light of 1ts remoteness from other population centers in the
area ‘and the fact that it contains the only substantial concentra-
tion of taxable property on the North Slope.

A number of authorities indicate that a municipality may
not Include remote, sparcely populated areas for the sole purpose
?]‘ t%xatmn, where the area taxed will receive little or no bene:
It from the munjcipality. See, e.g., .cases in G2 C.J.S., "Munici-
pal Corporations,” §9, p. Gs, 2 McQuillan, Municipal C,orporatmns,
(3rd Ed,) 152.23a, p. e9s. |f, however, such areas are _in e%ral
parts of the territory proposed for incorporation the fact that
services would not |mmed|atel% be commensurate with taxation does
not appear to be an absolute bar to inclusion.
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, Summary and Recommendations. In order to avoid the dis-
ruptive effect of a court decision overturning incorporation of a
North Slope Borough, the commission should consider whether the
record before it is adequate to satisfy each element of the
statutory standards.

If the commission f-.els that the record is adequate in
all respects, it should, of course, approve the petition.

As 1ts second alternative, if the commission is satisfied
that a sufficient hearln% has been had on all points prerequisite
to formation of a borou% ., and the wel%ht of evidence is against
formation of the borough, it may aeny the petition.

Finally, if the commission does not helieve that an ade-
quate hearing has been had on all points, it may wish to seek
possible additional evidence. |f, even with additional evidence,
the commission is unable to satisfy itself that the record supports
compliance with the statutory standards, it should 8ostpone
approval until sucn time as ‘a mort readily sustainable proposal
can be formulated.

HVIG: rw
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State Properly Tit* of 110 ml ~i
on Real Per..nnal property

Ac i./Heated by uiif Lusl.lr my nn TFf.F. ¥)H, vr mv flOt Oppoacd to
broad based property tSO0Cer. genii“eallv”™ but we orr-  tppu: =1 hi) r.Nip, rt.Y tnx-~,"
vhluh (fl/nsr.rpy <ir exempt rn-taln property ao that the ?.*x beoc.et <it«ririimt.-iry
0d.CC )XCulptlOhH are gl®inted, there is J eont iminii:: = 1 of thr fnx bnrr
hj ih> nf exemption::.

"Hi" e W:npf. lom. pro/ltirrl by to\l - hill pro larg* that Lliuy
effectively classify property 30 that Only hip Iritini. prop- thy In t»K unorganized
area la subject to tax*

Again, a: wUh IF.P. £)B ro r.c c|n.iniry nroperty In this at&iuiei
1?7 nn Inequitable ciotucd or ratal”;; revenue. The jixmid cxctnptinn 1* &
rfpcnt. m crxnpurnhtc KCALO3tead exemption in other ulaf.n peinfl 1lrig nnleh up
(XCnptlOli would he between 0,000 h a on 100 valuation.

A130, the exemption lor unlmprove®l 1&n-i In uiitieuetmary t<! inruiuil able
There f. no ri:nr,on for inrvl owner? or speculatorsto beiicl*tt by exemption
tr-n thlr. tax.

TiiFt; i>m, if enacted, should nlr-o specify that oil and gas reserves
nr-"1 t.hr >'quipOent uoccssary to produce dUCh reservet. are not nuhjei;! to hh [i.

tax. liuuh property Ft already .jub.lont to State production tax.
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fliiitn Property Tax of 2C nulls oil
Property Used in Jixpioration for
and Transportation of Unrefined
0il and Gas
Our comments today are cade generally in opposition to « narrow-based
property tax on -ertain tjpea of property- We nrr not opposed Ln property
taxer, generally, at they are one Of tne prllERTy rerenU0O SOUrCCS tor loe.nl
govern&ents. out ve arc opposed to this type of "special™ property tax. A
selective tm.; of thir. type in unfair and ditscx"iudnatory In tii&t it singles
out n particular nrst*vity for taxation without irepneing a oltuilar burden on
other activitico. That;, a taxpayer owning property used in exploration for
or la transports! 1071 of oil or fi«5, in addition to paying the mw.:& taxes
Other taxpayers pay, mmti. pay thin additional Lax.
One tiling LhaL helps to attract new Ous"ncss to a state 1ir, a at.able and
lair tax policy. A tax r.uuh an proponed b.; this bill Indicates neither n
stable nnr a fair tux pulley. By singling oul particular activities for n
special t&.X, AinsKn ™ ability r.o nr.t.rnct. new bui.inci.nei. in the Id*.ui'e could
hi @inpairrd. Tirx buiiincntien Could anticipate that ft SPeciai toy m,ay br: in
tin ir future in Alaska. A special. tex on exploration equipment * 11 alau
Lend, tu dlacoursgt explor*f-tion rfforts in Alaska with tbe resultlug alill't In
.T"fort * “otbf) part/ f.r the Wttrld. Willie rtCOgQlzing that nil taxpayers
diore to lover tnelr tax Lurdc-n, odequote employrent opportunities are eisa
In.port.ent. These opport.unilien depend upon a tax system that ir. fair to
r.ctmrrcial and Industrial taxpayers e
further, such 0 sprnial tax it: unfair iu that, the particular indur.try

would be paying n../re than its foil* shore of"tor oor.t. of givertuéent. The

U. fo. Constitution rcqnltvn equal protection ol the laws to c<li tnxpny* rt. and



finyy irclcct.ive la<. imposed on one or Tew taxpayers always raisea the question
of constitutionality. All Industries and taxpayers should pay for the amtl
of government nut just tie specially taxed iudustry. A special tax would
also have the tendency to cause the cost of aovcrnment to gx up unnocnnraril.y
since so few t.ixpayera are footing the hi LI.

heavy dependence hy & State on n narrow-li&Sed tax can create ."TrimiK
problcnn. For exsaple, Toxur., at tine lic.e, relied heavily on a severance
tux. When it became necessary to lLult production, the state had a severe
budgetary crisis. ilifc crisis could have been averted If the state had nut
0COn do dependent on this one tax.

Another comment. vc v~uid lise to make tninregard Lo property tcxor
generally. Rie rate of a property tax levy aiiould not cc u fixed rate, but
should he a variable rate up tn a certain xxxiauii® vi+h «ri* relationship to
budgetary nerds to arrive at a proper rate. For a state to ralno core money
that it actually needs to pm |Its programs is inconsistent vitih the way govem-
iseut Should function. In btatea wltll lui~c pipeline investment, the average
effective property tax rate on this type oi ”investment la lean tmn JO m"ILs -
even though auch states have a greater population density.

Another point that we would Itkc to make isthat once a state begins n
system of taxation wulch clasr.i fies different kinds of property, there =no
logicalL stopping point* The different types of property to he uuhject to
La* and the rate of tax can hecome po*.*tleal footballs with little rrilation-

anip to economic considerations.



In conclusion, vc arc not opposing this bill just because it ir a tax
bill, nor arc we opposing it juet because It is a property tax bill. We
are opposing it because it ifi 6n uliT&ir SUd d>ter Ininalury tax Tailing on
few taxpayers. We believe that a broad-baaed tax progrsi. with our ccoo:-nay

paying it*; fair share, which raises tsurrieienl icivenuea Lo pay Tor the COtsL

oi* JOvei'uc.ent is preferable.

Kerch *i, 19Y?
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° 0
SUMMARY OF LOCAL GOVERNMENT PROGRAM

_ House Bills 552, s96, 597, and 598 are designed to func-
tion together as a Prograrﬂ for k?epmg th? %rt]atest tcolnst|tut|onal
PO 0% e Stalting Doint of the program. .That bill
fo*statutary and consiicu tional staRgargs, oo Whien comtorm

The unorganized boroughs so formed will serve as admin-
istrative units for provision of state services and for the rev-
enue sharing features of the proposed property taxes.

The people within each unorganized borough may at their
option proceed toward organization either as boroughs of a par-
tlcular class or as home rule boroughs. This option provides the
flexibility necessary to accommodate different conditions within
the state, as well p., state level review of local government organ-
izetion.

The second feature of the program is the Department of
Community and Regional Development created in HB 552. As the num-
ber of local government units increases the need for increased
state capacity to meet local government needs is apparent. The new
department is designed to have the capability to assist local govern-
ment units to solve a wide variety of problems, including problems
related to economic development. The department is Irnpowered par-
ticularly Lo serve as the arm of the legislature in providing ser-
vices to unorganized boroughs. In addition, the department admin-
isters the revenue sharing under the proposed property tax bills,

HB 597 provides for a general property tax of 15 mills. The
tax Includes a $s0,000. personal exemption and a credit fc” the
amount of tax paid to any organized city or borough. A local effort
exclusion is designed to eliminate whole cities and boroughs from

the reach of the tax where the local tax effort is such that the



total of all local taxes is greater than the revenue that would be
raised under the state tax. Because of the exemption, credit and
exclusion features; it is anticipated that very little, if any,
additional tax would be paid by an individual resident of any or-
ganized city or borough.

The tax is structured as a statewide tax because of the view
of the Department of Law that a special kind of tax levied only with-
in the unorganized borough could be challenged on equal protection
grounds. Some commentators have suggested that the tax could be
levied on the unorganized borough by the legislature acting in its
capacity an assembly of the unorganized borough. The difficulty
with such an approach is that under present lav; the assembly of a
first class borough would not have the power to enact a tax with the
special features of the proposed tax. Accordingly, it may be doubted
that the legislature acting as an assembly would have sucli power.

It has been suggested that the Ib mill ra.e of the state tax
will compel the cities and boroughs to raise their tax rates to 15
mills in order to exclude the state tax. However, this view neglects
the effect of the $50,000 exemption. To illustrate, in every case
where a taxpayer owned as much as 110,000 dollars worth of taxable
property was locatéd levied ata rate of 7.5 mills ormore, no
state tax would be paid on that property since 15 mills on the
$50,000 taxable by the state would be equaled and cancelled out by

7.5 mills levied onthe full 100,000 value.
If only the individuallevel were considered, itwould be

possible for a person owning a great deal of property located in an
area where the tax rate was very low to pay a small amount of state



tax. However, the local effort exclusion provides that if the total
tax revenue from all tax sources exceeds the state tax, no tax is
paid by anyjne. within that city or borough. Because of the $50,100
exemption and the exemption of certain whole cJasses of property, it
is virtually certain that established municipalities would be exclud--
ed under this provision, since the great majority of people would pay
no state tax but would pay some municipal tax, if only a sales tax.

The revenue sharing feature of the 4ax implements a major
purpose of the program. That purpose is to make available the re-
sources to enable new boroughs to provide an adequate level of ser-
vices for their inhabitants. Under HB 597 the legislature is author-
ised to appropriate the full amount of net revenue from the tax for
the benefit of unorganized boroughs. The "authorized to appropriate”
formula is dictated by the state constitutional prohibition against
earmarking of tax revenues.

The revenue appropriated is administered by the new Depart-
ment of Community and Regional Development. The money will be ’eld
in separate accounts for each particular unorganized borough. The
share of each unorganized borough will be determined in accordance
with a formula which takes account of population, present wealth,
and the cost of providing services. Tn other words, if it cost
twice as much to provide services in one area as in another the first
area would receive tv/ice the revenue per capita in order to insure
the same level of service. [f the first area were also only half as
wealthy in terms of taxable revenue per capita as the second area,



the sht  of the first area would again double per capita with
respect to the second area.

HB s9s. 15 'designed to complement HB 597. HB 598 provides
for a tax of 20 mills on property used in the exploration for and
transportation of unrefined oil and gas. The class of property
subject to the tax is oil and gas field equipmentof all kinds ex-
cept those types of property productionexemptionunder the provi-
sions of the severance tax  The 20 mill rate was selected as the
approximate level of tax to which such property ir subject by or-
ganised boroughs at the present time.

The oil and gas property tax isexclusiveof all other state
and local, taxes on the same property, including the 15 mill tax under
HB s97. Local governments which now tax property of the same cate-
gory as that taxable under HB 597 would continue to tax that pro-
perty which is part of its tax base as of January 1, 197?. New pro-
perty of that class, that is, property which becomes taxable after
January 1, 1977 wherever located would be subject to the 20 mill
state tax exclusively.

The rationale-foi the state tax as the exclusive tax on oil
property is that such property provides immense taxable value to cer-
tain areas without regard to the level of services required in those
areas. It is believed that the vast revenue anticipated from taxa-
tion of oil and gas related property is properly considered a state
resource rather than the exclusive property of the area where the
property is located. Any other approach would lead to such great
disparities in the ability of local government to provide necessary
services that equal protection problems arise. Recent court cases

i) -



in California, Texas and elsewhere have held that the level of school
financing cannot depend cn the relative taxable wealth of school
districts. The Department of Law has indicated its belief that the
same principle is applicable to other essential local government ser-
vices .

However, it is also felt that this revenue like other proper-
ty tax revenue is properly utilized for the benefit of local govern-
ments. Accordingly, the revenue from the state oil and gas property
tax is distributed to all local government units, including cities,
organized boroughs, and unorganized boroughs, in accordance with the
same formula that governs distribution of the general property tax
revenue under HD 597,

Though far from complete or perfect, it is believed that the
program outlined above, If enacted, would provide a dramatic proof
of the state's willingness to move in an innovative mariner toward
creation of a fair and workable statewide system of local, government.



EXAMPLE OF OPERATION OF HB 597
WITHIN ORGANIZED BOROUGH

CASE - Juneau Service Area ul
Auke Bay

TOTAL assessed value
real and personal

TOTAL held by persons owning
over $s0,000

per capita exemption under HB 597
no. of persons owning more than

50,000

TOTAL exemption

TOTAL taxable under HB 597
mill rate under HB 597
TOTAL tax due under HB 597

Amount levied by borough
tax base
mill rate

tax base
2.5 mill rate

50,000
X <«

2,350,000

13,255,000

0119

157,734

13,255,000

0025
33,137-50

13,255,000

4,295,900

2,350,000

1,9%15,900

015

29,188.50

157,734

33,137.50

* In borough wide analysis sales tax and cigarette tax
would be”added to bofough property levy.



Si'-r'en T. bawole
Tluc,:land, A", °-9727
Feb. )i, 1972

Senator '-illiam L. Hensley

"0x 33

Kotzebue, AK. ~ "9792

Dear Senator:

After reading your speech made on January 22, 1972
about levying taxes on unorganized boroughs on the Senate Floor
T amalittle perturbed on how the tax payers in our region are
going to understand. Ve are in the proooss of understanding
what profit, and non-profit corporations are. This | feel is
ctil1 a screnble witn nan" of our pooplee

How vo arc freeing organized, and unorganized boroughs.

one tdng to the ether whether complete, Of incomplete. *.Jnt wvrj.1lL

1,,np~n ~n <T “"Tro when L(AXES Te to b ~made, and We nave to ex-
plain things lilce erofit and non-profit, and or*onisei and unorgan-
ized. This 55 no time to have o.r weenie mixed-up.

Senator Her.sT.ev | agree w'th your speech and am willing to

out n”” future into an understanding for;', 0" state Jovornrrnl.

Si,gwicn T. Savbk



Colle%e Alaska 99701
y 992

Governor William A. Egan
State Ca£|tol
Juneau, Alaska 99301

Dear Governor Egan*

RE* Propert% tax gor the unorganized
oroug

We have read with dismay your proposal for placing. a tax
on proRerty valued above $s50,000 in areas outside organized
boroughs. " The object as stated is to raise needed révenues
for the State of Alaska, and to distribute the tax burden more
equitably between those living in the boroughs and those who
pay no property taxes because” they live outSide of local gov-
ernment boundaries.

While there is certajnly some justification for requiring
some property owners and businesses outside of organized bor-
oughs to contribute their share of the cost of stdte govern-
ment and services, there should be a more comprehensive defi-
nition of {ust who should pay than the criteria of property
assessed at over $s50,000.00.

For example, property owners in'areas such as Big Delta
get the benefits of year-round road maintenance, state Pollce,
Schools, visiting health nurse, etc. - as much or more than we
receive living in a ryral area of the North Star Borough. On
the other hand, our ﬁlace of business, which is a wildérness
tourist camp in the Kantishna area just north of the boundary
of Mt, McKinley National Park, has only a month season of
operation, because the road through the Eark is closed by snow
most of the year (and maintained Dv the Federal Government
when it is open). We have one mile of access road from the
boundary of the 'park co our camp entrance, and this we have had
to maintain largely through our own efforts during the twenty
¥ears we have been in business. There are no schools closer

han 120 miles away] and we get no federal, state, or local
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services. We must provide for our own needs - road mainten-
ance, snow removal, electricity, etc. We have no telephone
or bus service, must %o 90 miles for our mail, get no health
servicesv fire protection, nor police services.

We have built Camp Denali entlrel)é with our own efforts
and money; our operation has cost the State of Alaska not one
cent in Services or subsidies. We do contribute considerably
to the tourist income of the State of Alaska., In our twenty'
¥ear_s_0_f continuous operation, we have provided services and
acilities which have attracted, several thousand visitors and
recreationists to enjoy a vacation at Camp Denali, and these
?uests have distributed a goodly amount of money_throu_%hout _
he state as they visited 0ther areas in connection with their
sta% with us. In the building and operation_ of Camp Denali

we have spent and will continue to spend a sizaple amount of
mone()!, .most of which goes to support oxher Alaskan businesses.
In addition, because Camp Denali is too inaccessible to provide
a year-round living situation, we reside in the North Star
Borough for nine months of the year, and pay property and sales
taxes to the local government unit,

We find it ironic that the state should give tax incentives
and subsidies to attract new businesses and industry to Alaska,
yet propose to tax those businesses v'hich are already here and
contributing. to the economy and good public relations of Alaska
without costing the state a dime” A recent news story in the
Fairbanks Daily News Miner related how spokesmen for ‘the Alaska
Visitor's Association have proposed a #5 million loan fund to
finance facilities outside of the Anchorage and Fairbanks areas,
pointing out that state banks hesitate to loan money to the tra-
vel _mdus,trx because they feel it is seasonal and a high risk.
Placing high property takes on such propert){) could tip" the .
ccales for many a business between getting by and total failure.

Since Camp. Denali provides accommodations for over 40 per-
sons, our buildings and capital improvements, even_ though built
largely by our own hands using local materials (iei logs, etc.)
over a period of 20 years, would no doubt be appraised far above
the $s0,000 minimum at present building values.

We have presented our own case as an example. We are sure
there are many other Alaskans who would be hurt by tht proposed
property tax on land outside of organized boroughs, For instance,
what about the roadhouses and resorts along the " Denali and Steese
highways, which are also remote, get little state services, yet
becauseé of no winter road maintenances, have only a summer in-
come* and must live in town during .he winter? any, like our-
selves, would be forced out of business with a pr_opert*_ tax ass-
ﬁﬁsmegt ﬁn top of all the other obstacles to making a living in

e "bush®.

. We hope that you w.ill take into consideration these small
businesses in the bush m_settmq up tax regulations, so that
you don't sink us while aiming at the big boys (Prudhce Bay
oil wells, etc.)

Sincerely,
Celia M, Hunter « Ginny Hill Wood



DUPERE g(ASSOCIATES. INC.
; DIO Cth STREET
[ JUNEAU. AIAGICA 00001

TELCPHONE DBG-3SS3

February 22, 1972

ROBERT J. DUPERE, CONSULTANT TO
THE ARCTIC_SLOPE _NATIVE ASSOCIATION
IN RESPONSE TO THE LETTER DATED HEBRUARY 15, 1972
FROM DI RECTORi L(I)NI_ l\éFFAI RS AGENCY,

"Specificallx, tne Corpmission B inte,r?sted in obtaining written
response concernihg the following House Bills:

HB. 596: An Act providing for borou?_hs in the unorganized horough
and providing for an effective date.

HB. 597 An Act providing for assessment, levy, collection and
d|%tr|but|on of a property tax; and providing for an
effective date.

HB. 598: An Act Provid_ing for a State tax on Pro erty used in
conngction with™ exploration for,gnd ransportation, of
unrefined oil an gas; and providing for an effective date

GENERAL QOMVENT

The petition for the North Slope Borough and the subsequent incorpora

tion of such hborough if the people saw fit to vote for same docs not (I

repeat — does not) conflict with the intent of the Administration's packa

reflected in H.B. 5%, 597 and 598. This is especially so if the ultimate
goals of said package are homo rule horoughs throughout the State in place

of what is now known as the unorganized borough.
'

THE UNCRGANIZED BOROUGH 3ILL, H.B. 59%:
To the extent that the purpose of H.B. 5% is greater control by the
people of a region over their own affairs, H.B. 5% is . step in the right

direction.  Although the bill does not direct the Boundary Commission to



divide the State into unorganized boroughs on a regional basis, the effect
of the proposed AS 07.04.010 would be to create regional governments that
would have much in common in terms of area and population with the proposed
North Slope Borough.

The proponents of the North Slope Borough also look favorably on the
proposed AS 07.04.040, by which an unorganized horough can organize itself.
Clearly this provision, as does the whole bill, reflects the premise that
regional boroughs are feasible, although in terms of population served and
extent of area, they may differ from some of the presently existing boroughs.

A more direct and decisive approach could be considered -- legislation
directing an election on 1st class boroughs for each of the federally
recognized regional Native areas, excluding presently organized boroughs;
thereafter, as is the plan for the North Slope Borough, a charter commission
can draft a home rule charter in accordance with current law which con
tailor local government to fit the circumstances.

If the area did not vote favorably for a borough, then the provision
of Sec. 07.04.030, Advisory Council, per I.B. 596, should come into ploy.

H.B. 5% is consistent with the North Slope Borough proposal because
the North Slope people are already providing leadership and direction
toward local self-government which is apparently the ultimate goal of the
Administration's Dockage.

So, why hold up progress in this regard?

STATEWMDF HIfIHiUli "KOPERTY TAX, H. B. 597:
H.B. 597 provides for a minimum 15-mill tax rate statewide. Utilizing
the Local Affairs consultant's projections, the following distribution



|
ofiNorth Slope? taxes is projected for the State if said bill is passed:
Assessed North Slgﬁe Borough Balance to State
Value M 1lage Revenue M Illage Revenue
June 30, 1972 $260,000,000 2.2 $575,000  12.8 $3,328,000
June 30, 1973 $260,000,000 3.1 $810,000 119 $3,094,000
June 30, 1974 $325,000,000 2.6 $860,000 124 $4,030,000

These taxes are left over for other State purposes; this would also be
the case of the present boroughs. 'Example: The Fairbanks North Star Borough
has a 5-mill levy; thus 10 mills would go to the State.

TRANSPORTATION PROPERTY TAX, Il B. 598

This bill allows the Kenai Borough and to an extent the Anchorage Borough
to continue to tax the present oil and gas transportation facilities and
future exploration facilities since these Boroughs had such taxes in effect
on January 1, 1972 while all other boroughs will.be denied the power to
tax such facilities. The borough on the immediate short end of this bill
will be the Fairbanks North Star Borough which will receive the impact
burden during the pipeline construction and during the intense exploration
and drilling of the fields; however, the North Star Borough would be
prohibited by AS 43.56.010 from levying taxes on oil facilities within its
territorial limits that have ycl to be constructed.

While the future tax base of the proposed Ncrth Slope Borough is lessened
by this bill with revenues going to the General Fund of the State, this

» DU still would not cripple the North Slope Borough. It would, of course,

cripple the tax base of Valdez, where a $100,000,000 transport facility
s planned.



~But it would appear that a more equitable bill would be to structure
th'e tax provisions along the lines of H.B. 597 which. gives credit for the
local tax per AS 43.77.030 and allows all future boroughs to include said
improvements within their tax base if they need to sell bonds and raise
funds to meet the local service needs.
This bill with the modifications outlined can be a very valuable
State/Borough/City government fund-raising tool.

Ulll FORMI STATEWIDE SALES AVD USE TAX

It would appear for consistency the Administration should have
introduced a statewide consumer sales and use tax. Such a tax could
eliminate most of the regressive features of the present local sales taxes
by exempting the basic necessities of life; -such as fuel, food, clothing,
rentals; and charge for luxury and high value items; thus eliminating
the present situation where a 3% sales tax provides the only local revenue
in areas in which the poorest people in the nation reside. Thus, following
H.B. 597, credit should be given to those who pay such taxes locally.

M 1'OM LOCAL IHOOI'E TAX
The Administration's package should have also contained a ‘local

option for a hitch-hike local income tax for local governments — preferably
on the horough level.

Thus, those areas that receive impact employment far ahead of the
investment in plant and improvements may gain the capacity to meet the
operating budget pressures and the capital improvement needs for the hasic

utilities, streets, and educational facilities.
e local option could be anywhere from 20" to 307 of the State's income

tax or 3.2%t0 4.8" of the amount paid in Federal taxes.

4



HAROLV E. POMEW
4048 IVKIGHT STREET

ANCHORAGE, ALASKA 99504

March 14, 1972

Senator John Rader

Chairman

Senate Local Government Committee
Pouch V - State Capitol

Juneau, Alaska 99801

Dear Senator Rader:

'I'nank you lor the courtesies extended to me yesterday by you and the
members of t:ie Committor. The following summary of my views concerning tne
bi 11 beino considered is submitted mi the hope thie may br useful '.'hen the
Committee is making its determinations, >

SI NATI SILL IOR "01fAOT NT 01 COMUNITV AFFAIRSL

I'tie oconiale development function should be removed from the
bill: the bill has >separate primaly purpose -- to assist
and to impiovo i* 11 governments, in their development, and
paitirulat ly in then nver-mori intricate inter-ciovernmont-al
relations. The If use Local Government Committee has already
removed economic d. velopim lit Irom the bill {lilt V.i2) .

SINML KILL 363 0i:(',\fJI7TM10N IN IH UNORGANIZED HORCIGH

The basic purpose to initiat> a tion in the unorganized borough

is timely. The provision' i t "unorganized borough:"." are con-
st iiicTivi . an tions 07,'» l.o.tc and f)r® indicate intent that

pie ul lav/ | a organized i >ughs r.hall be ‘invulctihl "luitablc
lo uio jue condition, d tin i r L no. Isolating distances,
population distribution and leal jo" 'rnment financing cori-
sideraiiona aie o dii latent ii mel win i< that workable
"regional” ba.su.h govei m.ent, i nlirulai ly with respect; to
ItOioiujh-bie.il  ily to iani.i'Mt r.latinns, w=oi* to reguire an
.adilinnal la . ol lLuiuwfh, m elher b gis'at ive provision to
lit Ilie Iltnation. J o i* Il]iltaal ion-" Most. clLii:S'Vil-
I ms have lau I1U.Ir it" to iiist r, vanu*1 from normal local
our oi .) ui |eiil imiimunil'/ puipo:. ; tin legislatur< is re-
pm ilde for eii:si illi tliU in ai'pr >pi iat.e portion of my avai lable
i Knu> mall In allo' aled Immmsi1l1lem'Il all eoult Ib1" basis lew

it. ii local eoii.iminity pin|> es.



Senator John Rader -2- March 14, 1972

SUGGESTIONS: a) Drop from 363 all reference to organized and
charter boroughs; b) provide for investigation to determine
what additional provisions of the borough act appear appropri-
ate, with specific recommendations to be made to the legislature
by (date) next session. Provide a suitable
appropriation to implement the provisions of sections 07.04.U10,
020, 030, 035 and foregoing suggestions (a) and (b) from date of
enactment of SB 363 to 6/30/73. Perhaps include a statement of
purpose in 363 to the effect the intent is to initiate action
for improvement of governmental service in the unorganized
borough and provide the basis for enactment of such pi'ovisions
of law as are appropriate for "regional"™ boroughs at the first
session of the eighth legislature.

IHAL HIUI 5685 - T 'L AL -- MVENUr m Tin N.WWa.VIZeP borough

This is a legitimate source of revenue urgently needed in the com-
munities in the unorganized borough. it is consistent with appli-
cation of the property tax now to $2.7 billion in property in orga-
nized boroughs and cities. Due to the spotty distribution of pro-
ductive enterprises of substantial value in the unorganized borouah,
there is no other feasible and rational source for significant
amount: of needed revenue — unless the legislature were to tap a
ivw source, such as a statewide sale- Lax, or drastically increase
the Income tax.

The effect of the revenue to Ire made available will be the means to
secure matching grants for numerous programs for community develop-
ments and services so badly needede The infusion of money will pro-
duce economic benefits that will exceed by far any local individual
property tax payment . There are two reasons for this: major pro-
ductive entorpr ises will pay .m overwhelmingly large percentage of
tin- total |jop.'rt;y tax; th< gi mt and shared cost programs can
i.iiiblo oj tiipP tlv actual total mimll coming into thi community for
wpelil >merv il

A moderate "homestead" exempt ion -- of owner occuj ied homes — will
accomplish tin principal legi lim.it. purpose for which an exemption
. in I.. del ended. There should not be blanket exemption ol un-

impiovi'd land. TIK-re is no logic in treeing the owner of a "wilder-
in estate” purchas, 1 111.m the Late as "a good investnient" from
paying e property tax on the investment, for example. There is no
1<'(ie in freeing the own > of a ‘10,000 seiner arul gear from paying
my property tax, wld tne owner ol a $100,000 rah boat and gear
wllh diidi he makes hi living pays a tax on $50,000. floats and

ve- 1i1s should not he .'Xempi ,r. provided in pec. 41.77.010 (5), as
tlici" are industry work | ..it . uid floating drilling vessels, that
it.” car tn Irani hundi mds of ihouand ; oi ilrdLais to PveinL million
u ilus Bic; ,



Senator John Rader -3- March 14, 1972

The cost and time required for property mapping and assessing
has been grossly exaggerated. | have "expertise" in this field
from directing and directly participating in this task for
13,000 parcels in the Kenai Peninsula Borough when it was orga-
nised. | am confident the job in the unorganised borough can be
completed in about 14 months at less than half the million dollar
fiqure that has been tossed out.

The cost of the mapping and assessing — which will be a valuable
isset for many uses other than its primary purpose — can be
advanced by the State and recovered from the proceeds of the first
tax levy. The work will have to be done in any event for un-

organized regional boroughs which choose to organize, following
the initial actions under SB 365.

Motes on the mapping and assessing are in attachments.

The provisions for distribution of the revenue from the 15-mil.l

levy should provide that a sum per capita, weighted by the differences
in costs of public services among regions, should be returned to

each incorporated community. The total so distributed snould
probably bo at a rate that would return not less than 75 percent

f all the revenue available, to the communities for their local
internal use, if all communities in a region were incorporated.

SAWA\ATF 6/1/ 364 - 20 MILL TAX

With ruspoct to :h 301 -- 20 mill tax, 1 can do no more than
repeat that it is reasonable to apply the ad valorem tax to such
property equallv with the application ot the same tax to all
'>th«a property normally subject to the property tax. To apply
the tax to one segment ol one industry seems to nme t.o be in-
equitable and to (ueat.e .11 uncertainty as to what to expect in
tin future. -- 1 a policy being established and what is it?

Harold P. Pomeroy
HKP/kd

ALt aelim* 1l



MOTES ON MAPPING AND ASSESSING JN THE UNORGANIZED BOROUGH

It is not necessary to draw assessor maps for all the geography of the unorganized
borough. Large areas that are unoccupied can be accounted for by township listings
or by use of 1JSGS sheets.

Large areas with one or two -- or a very few ownerships -- can have these spotted
on USDS sheets by paste-ons of parcel numbers, and even other information.

The Division of Lands has data, by auction, for all parcels it has sold. An auction
list shows each parcel by description, appraised value, bid price, its sale later
"over the counter" if not sold at the auction. Where there 1is a subdivision instead

of scattered parcels, there is a map.

The Division of Lands has a card index of al! parcels sold since Statehood. This
is invaiuable and a great time saver, together with status plats and other data
the Division 1is always generous with supplying.

If there has been a Division of Lands sale of "wilderness estates” land around a
lake, and this is all the private ownership land in the township 1in which it is
located, the basic record can be the auction map . From this, a suitable map can

be redrawn for parcel numbering, if necessary. The general location can be spotted
on a USGS sheet.

for properties 1in the foregoing illustration, each owner can be sent a suitable
form for reporting cabins and other 1improvements. From this, plus the Division
of Lands data, a suitable first assessment can be made without assessor on the
ground 1inspection.

In many native villages there lias beenprimarily land occupation for dwelling
purposes rather than formal ownership. Valuesof thedr/el ling sites, even if owned,
are usually 1low, as is the value of dwellings. Assuming at least a "homestead"
exemption, there are many village, in which the assessing ;ob will he negligible --
at least, for tlie initial record and for several years. To strain out the lower
value exempt properties there can be a suitable form for reporting individual Tfamily
dwellings and other property ot consequence. A review of these can eliminate
thousands of properties without on the ground individual 1inspections and appraisal
of value. This will bo entirely satisfactory for the initial assessing -- and
indefinitely -- with subsequent development and now buildino of value to be ac-—
counted for in a normal way as it occurs.

After accounting foi an overwhelming percentage of excluded properties as indi—
cated above, there will be manl villages 1in which there, may lo as few as a half
dozen properties requiring precise records and evaluations.

For some of the larger communities, such as Kotzebue and Bethel, for which ASHA
h* recently made comprehensive development, planning studies and reports, there
is land use and other data ot great value accumulated by ASHA.



The following home rule, first and second class cities 1in the unorganized
borough area levy the property tax and, therefore, are already mapped and
assessed: Cordova, Petersburg, Valdez, Wrangell, Eagle, Nenana, Nome,
Skagway, Unalaska, Craig, Dillingham, King Cove, Pelican, VYakutat. Hoonah,
Kake, Klawock, Hydaburg and Saint Mary®s have the property tax power but
are not presently exercising it.

Mining claims are recorded in the Division of Mines and Geology, Department
of Natural Resources. They don®"t have to be visited for assessing or mapping,
except for the handful 1 that are developed to the point of improvements of
significant value.

"Fringe" properties such as 1inactive mines that have, in effect, been "abandoned
on site" as to improvements due to cost of removal greater than recovery value,
don"t have to be visited for record purposes initially, if at all. Example:
While assess inn in the Kenai Peninsula Porough, the assessor planned to fly to
Nuka Ray -- a S175 charter -- to inspect a mine property. Instead, the ?r
who took supplies to a squatter at Nuka Bay poridocially, was interviewed and
supplied adequate information for the record. 1 don"t know if the property

has been visited to this day unless the assessor wanted a scenic, outing.

In Prince William Sound on 21-nile-long Knight Island, there is one I”-acre
private property containing old cannery buildings. The property has been
purchased for progressive development as a lodge. One of the old buildings

is being used now. The price paid for the property can be secured. The owners
have many snapshots of the property. It. is not necessary to visit the island,
neither for the initial asses® iug nor for mapping. Adequa > information can be
secured by mail. The property can be spotted on the USGS sheet. In subsequent
years a special assessor®s map cm be drawn showinu the one parcel on the island
to a des red scale, if this 1is advantageous.

As to land patented to Natives, there will be accurate U.S. patents describing

the parce"s and file parcels can he located on RI.M plats or other records.

Squatter ise ot dwelling sites by villagers and along streams does not. impose

on the assessor the obligation, or necessity for assessing purooses, of surveying
villages. Rough description, ot the properties from the reports of owners/squatters,
already ro-erred to, will be adequate for record purposes initially.

It.E.P.

HEP/M



HAROLD Ir. POMEROY
Swift Water
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answers the question: what add iticmcit provisions of boroup!', legislation art*
require, to fit t:. ce itions \ic % prevail in tin" uioroar.ized horouoh.
Until there is a decisi ion this f 3 Loundbry Qx, lission voulrl hcve to rucss
as to boundaries suitable for future boroughs, as there arc now no clear
directions to go Ly.

S e/ I 050 concernmri Incorporation of orormizpd
and charier horOuvhs V-ad to th Mist !en inference - v."ratewoi’ iny mmintended
that present provisions of 1; / for oiv u/. land dkKrivr Lorouohs are in
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installations at Pruwoe Day roy d/,ce.J ti.o toUl ass@et' value of oil horocnhs

aiu! cities in tt Stste. Ly t2» ii, llie pas transmission facilities aro! lines
are also installed tfot assessed valus on the Month Slope .w be a thin! or t?
pres ot total a: 'yalu in the St te. The assessed value per capita iconic!
be about V” ti' ..s as i:ucii on the ‘'eeflh Slope as the eveiape in ell other taxing
jurisdictions.

ferLiiv. L to Ih, suh.inel of clisparily a sup localities in cepscity
to pay the cost of pit.lie services is a Daily "ovs "/last:a Foruo-" column, 11-17-71,
copy till cink* 1t-liv this ¢ " in. information useful to the: d [isSion
in ils \ N
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The question is not simply whether ( do anythin? at all about the

subject to which H- 59J is addressc-d; it is rather to sock the souiv.'ost end
osL eqwila! 1 action tlut is feasible. The proMers should hot be permitted
Lo ovsis.h the Pact that the bill a;;-roaches a subject with which thc
Lc-.islafjie eict dr; L orit will havemade a very f-ad decision in-K'C-.

On the tio hess bills should affect anyaction the
d issic .:*ytake on tha ‘iorth Slop: ISoroonh petition™ it scows that in the

face 0" the far i ~'mr—iiiiplict tiojjs of the three bills and the itport of the

s*we.is wil'-w i, * heydealj <clion  po-yin* ; petition waddbe ii.v/ip'rr
Tic c'e i "1
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Equffiizing: coskFof

Anchorage Daily News, Wednesday, November 17, 1971-7

pubkic services

By HAROLD E. POMEROY

Revenue sharing is com-

monly thought of primarily as
shifting costs of government

activities from one level of
government to another. The
principal reasons are that local ,
governments are confronted
with disproportionate costs for
essential services in relation to
their tax resources and that
higher levels of government —
state and federal — have
greater ‘ax resources from
which to draw. For the same
reasons states arc more and
more looking to the federal
government for revenue shar-
ing. Revenue sharing not only
has the effect of lifting a per-
centage of the cost an activity
from one level of government
to another; it tends to equalize
the total tax burden among
docal governments with widely
varying tax resources. This
problem deserves and must
receive more attention than it
has gotten up to now.

The California  Supreme
Court has highlighted the in-
equality among local school
districts ir. capacity to pay for
education. An example show-
ed that one district raised twice
as much money per school
child with half the tax rate of
another district. This means
that in the poorer district the
people would have to, pay n
four-mill tax rate to raise as
much money per child as a
one-mill rate would raise in
the more affluent district. The
court said this is unconstitu-
tional.

THE SITUATION at which
the court has stntck is an in-
tolerable inequity. In 1931 1
spent one vcar correcting such
an inequity in lass Angeles
county. The Los Angolas met-
ropolitan school system had
four times the assessed value
per school child of the Hunt-
ington Park school system.
This was largely an area of
bedroom communities. The
workers peopled the factories
in the metropolitan area and
their purchases in downtown
Los Angeles contributed sig-
nificantly to the prosperity of
the downtown merchants. The
industrial city of Vernon, in
the metropolitan area adjacent
to the bedroom area, had $50
million assessed value and a
population of 23. It was ob-
vious that the people and re-
sources of the entire area af-
fected hv the proposed school
consolidation  were interde-
pendent m the production of
an economically healthy soc-
iety.

Harold E,

Pomeroy

Today's Alaska Forum guest
columnist is Harold E. Pome-

roy, former chairman of tire

Kenai Peninsula Borough. Ho
also served as Alaska director

of Civil Defense.

Mr. Pomeroy spent his en-
tire career in public adminis-

trations.

Before moving

to

Alaska, he was U.S. secretary
of the Allied Mission for Aus-
tria; mayor of South Gate,

Calif;

field advisor for tho

League of California Cities.

The consolidation effort was
successful. It is regrettable that
it has taken 40 years for school
financing inequity to come to
the nationwide attention it is
now receiving.

In sate support of education,
Alaska has a long head start
on other states, except for
Hawaii, which finances schools

entirely from slate level. Our
program minimizes the local
inequalities in capacity to raise
money for schools by state
support of 90 per cent of the
cost of standard operations,
equalized to take into account
variations in assessed value per
school child. In state support
of capital improvements the
program is less adequate.

EVEN THOUGH there is
less inequity among locaj
school districts here than else-
where in financing education,
it is a maitor of relative sever-
ity. The discrimination to
which the California court ad-
dressed itself docs exist to
some degree. The subject will
likely be considered in the next
legislative session.

Tho state is not in.a com-
fortable position to take over
any larger part of the local
school costs unless additional
state revenues are secured.
There is a choice of two ob-
vious ways to do this: increase
present stale taxes or levy a
new stale tax such as a state-
wide sales tax; tap the property
tax by a statewide levy for
school purposes.

It seems unlikely the legis-
lature will, in the next two or
three years, increase state tax-
es sigaifie ;ntly if at all. Many
local government  officials
would undoubtedly oppose use
of a statewide property tax
levy on the ground that this
would be the first step in en-
croachment on the area of ad
valorem properly  taxation
which has in practice been re-
served to the local govern-
ments,

STATE EXPENDITURES
for education in the unorgan-
ized borough, the area of the
state outside the 10 organized
boroughs, could be cased by
the legislature levying a prop-
erty tax area wide in the un-
organized borough for educa- '
tion throughout the area. The
revenue thus secured locally
for the local share of school
costs would reduce the costs
now paid directly out of state
revenues by h like amount.
The money saved would help
a little in minimizing further"
the inequities in local school
costs among the organized bor-
ough and city school districts.
The tax in the unorganized
borough could also give an im-
mense boost in improving the
educational program in the
rural and remote areas of the
state.

There is much merit in the
legislature taking action to levy
a lax in the unorganized bor-
ough. At the same imc tile
property tax should be thor-
oughly studied in the light of
a unique development in po-
tentially taxable property re-
sources. This isthe concentra-
tion of huge investments in
petroleum Industry installa-
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tions in a few locations dicta-
ted by where oil and gas are
found.

A significant related consid-
eration is that except for the
temporary exploration and de-
velopment activity boom pe-
riods, the operations arc high-
ly capital intensive with the
ratio of investments to worker
as high as $1 million to one—
far;more for the pipeline.

THE SITUATION desciib-

ed oan cause a wide disparity
among localities and local gov- :
crnments in capacity to pay
for necessary and desirable
services, and’ in grossly in-,
equitable taxation. The in-
equity is not confined to finan-
cmg education; it is significant
as |o other f.motions and serv-
ices of government. A current

local guveinment proposal is a
good illustration.

The proposal is that the
Renal — North Kenai area
secede from the Kenai Penin-
sula Boiough and establish a
separate one. There will proh-
abljl be another gas liquefac-
tion plant in the area. The in-
vestment may be between $50
million and $80 million and
thcrp may be no more than 35
or 40 wofkers, The assessed
value of the proposed borough '
might be from $30,000 to $40-
000 per capita compared with
ahoqt 58,000 for the remain-
der of the Kenai Peninsula
Borough. Pul In terms of ser-
vice), one mill of tax rate in
the proposed borough would
buv four or five times as many
library books as the same tax
in the remaining Kenai Penin-
sula Borough. Thus the home-
owners nnd other taxpayers In
the fsenni Peninsula Borough
would have to pay four or five
times as much in taxes as the
proposed borough to secure
the same level of public serv-
ice.

It is the unique situation
which is developing in indus-
trial investments subject to the
property tax that would be re-
sponsible for the glrring in-
equity in tax burden for a
given Ic-cl of public services
among the people of the Kenai
Peninsula if a separate bor-
ough were tolerated. The pros-
pective additional liquefaction
plant for the North Kenai area
is ilhi'itrative. The plant might
require a taxable investment
of $6Q million or more and yet
account for only 200 of the



population of the area by rea-
son of requiring so few work-
ers. The assessed value would
he $300,000 per capita for this
added population on the basis
of the figures used for this
illustration. The plant itself
would he self contained— an-
other predominant characteris-

tic of such installations—and
require neither water,
power nor any other local gov-
ernment signifi-

is 25 times the

sewer,

service of
This
assessed value per capita in

cance.

the Anchorage Area Borough.

PUBLIC SERVICES arc be-
coming progressively more ex-
tensive, intensive and expen-

sive. The trend Is unlikely to
he reversed as the demand con-
tinues for more and belter
services and needs mount con-
tinuously, part'cttlarly for peo-
ple services, as the complic i-
tions and pressures of society
increase.

We cannot afford to treat
the organization of local gov-
ernment as a sporting proposi-
tion, as a game of chance, to
see who is going to get the
greatest advantage over his
neighbor.

The needs of the state and
local governments will contin-
ually put pressure on all sourc-
es of revenue. Tho state must
he alert to guard against in-
efficient and ineffective ap-
plication of any of the avail-
able forms of taxation anil any
narrowing of the tax base.

THE UNIQUE characteris-
tic of oil and gas development,
production, processing and
transportation investments con-
fronts the state with lie neces-
sity of treating the application
ot the ad valoicm tax to such
investments 15 a matter of
state concern. The taxable
value of tho pipeline project
may equal about half of all
the property in the state now
subject to the property tax.
Even if the state should secure
ownership of the project the
taxable property in the Privd-
hoe Bay area will reach several
hundred million dollars ir val-
ue by the time the natural gas
starts to market.

The state’s concern for the
well-being of the people is
paramount. The state’s stake
in financing lccal government
is large and will grow more
in the future, in addition to

school suppor: and revenue
sharing for police, fire, road
and recrcalior. services, mil-

lions of dollars are being com-

mitted to paying a portion of
local water and sewer systems.

In large part the petroleum
industry properties oannot be
considered the exclusive prov-
ince of local governments
which might he able to cap-
ture them. If this problem
were to be ignored there would
he the growth of situation of
insupportable

inefficiencies

inequities md
in taxation and

loss of revenue urgently need-
ed to moderate the problem of
many small communities with
such meager tax resources that
-the people sutler various de-
grees of privation in needed
public services.

IT IS NOT likely that all in-
equities in capacity to raise
revenue for public services will
he equalized soon. To do so
would require that the sta‘c
raise all revenue nnd parcel it
out equally. This would in-
evitably sharply restrict local
freedom to act, We oan in-
sure that inequities are not per-
mitted to become more severe
and thus avoid bigger problems
to untangle in the future. Tho
Kenai case has been used as
an example as it precisely il-
lustrates tlie hixtirv of inequal-
ity and unfairness that we can-
not afford that In the public
interest must he avoided or
minimized.

It should he noted that the
problem of disparity in tax re-
sources which this statement
singles out as a matter for im-
mediate major concern oriri-
rates out of the dcvclopmei ts
of major natural resources tao
revenues from which should
inure largely to the benefit of
all the people equally. Tho
disparity is not arising out of
the local industry and initia-
tive of the people of one c< m-
niunity as compared with -m*
other of generally equal p-
portunitici and potentials.

We can do no better tha to
Sake our basic guidance ( >m
section one of articlo on of
the Constitution of Al ska
which states in part: , .all
persons are equal Rnd er. tied
to equal rights, opportunities
and protection under the law



Supplement to testimony presented before House Local Government
Committee, February 28, 1972. (These notes dictated following

the meeting, as time did not permit completion of oral discussion.)
With reference to HB 596:

This 1is extension of remarks on preparel statement concerning
the assumption in this bill that present legislation for organized
boroughs does fit the conditions in the remote areas that, in fact,
are vastly different from those in the areas of most of the presently
organized boroughs. In this connection, it is noted that once an
organized borough 1is put 1in operation it may proceed to home rule
charter status. In fact, because of deficiencies in present legis—
lation to fit unique conditions 1in the unorganized borough, it would
be virtually essential that a borough Incorporated under present law
to prepare a charter to make up for the absence of suitable state
legislation to meet the conditions.

Unfortunately, the result of this would be tantamount to saying
that the state doesn"t really care what the financial, organizational
and Jurisdictional arrangements are going to be In the huge regions
of the unorganized borough that may become organized boroughs. The
state must have a paramount concern in framework of government sub—
ordinate to it, both from the standpoint of interest of the citizens
concerned, and as to the states " responsibilities for various
governmental services and activities and effective relationships
between the State and the subordinate governments in discharging
these responsibilities.

To summarize:

It I; unsound to leave the matter of organized borough Ilike

government 1in tho unorganized borough to a "business 1is usual”

approach. It la the state that must provide the basic policies and



Testimony by Harold Pomeroy (con"t)
Page 2
standards for regional borough type governments suitable to the

unique conditions of the remote areas.

With reference to HB 597:
Sec. 43*77.170 places a5 mill limit on "direct return". A
mill rate has littlemeaning for this purpose as the assessed value

of property subject to taxation may vary greatly from place to place

and time to time. If the feature of this section is to be in the
bill, 1 would have the direct return based upon dollars in tax
revenue per capita. This would be fair and equitable.

With reference to the $50,000 exemption:

I have tne uncomfortable feeling that this goes too far. The
revenue raised by a tax in the unorganized borough will be a stimulus
to activity that will raise economic levels and improve tax paying
capacity. I can*t get away from the reaction that any tax program
that seems to be based heavily on the proposition "tax everybody else
but us™ 13 rather unhealthy.

With reference to Sec. 43.77.030 and 040 - "Credit"” and "Local
Effort Exclusion”, 1 wonder if the effect would not be, 1in any local
Jurisdiction 1in which the total Ilocal tax take would be less than
the state Ilevy, thatthe local Jurisdiction would simoly increase
the local ad valorumrate 30 that to "keep the money at home rather
than let it go to the state". T have not given much thought to this,
but If my concern seems valid, perhaps the committee should give the

matter some consideration.
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Testimony by Harold Pomeroy (con @)
Page 3
With reference to HB 598:

I refer to my extemporaneous addition to the last paragraph on
Page 4 of my written statement 1in which 1 said following ™owever,
the very fact that it is piecemeal creates some very serious questions
that must be resolved”: For example, by applying to oil industry
property only, it has significant aspects of a special additional
tax on oil and ga3, as distinguished from a tax state-wide on all
non-renewable source industrial property, for example, or on all
property normally subject to the property tax (barring some exemptions
that might be determined desirable).

Undoubtedly, the members of the committee have taken note of a
certain inequity in exempting from the tax any property to which the
ad valorum tax 1is paid to a city or borough on January 1, 1972. There
is such property to a very substantial value in the Kenai Pennsula
Borough and which now pays a 5 mill tax. Some of this property is
also under Industrial 1incentive tax exemption. Tnls adds to the
inequality in taxation as between this property and that which would
be taxed under HB 598.

As long as the property tax is a significant source of revenue
for public purposes - and is likely to continue to be for an
indefinate time - | believe the legislature must address itself to
the problem of disparity among localities in capacity to pay for
public service: rather than just accept come what may 1in great wealth
in one locality and poverty in another. It is a poor approach, however,
to pick out one class of property of one industry rather than looking

at the whole situation.
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(George Hohman, Chairman)
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