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JUasJta ~legislature
£jtxiziz
JUNEAU. ALASKA

NOVEMBER 11, 1973

Honorable Terry Miller,
President of the Senate

honorable Tom Fink,
Speaker of the House of Representatives

Gentlemen and Members of the Senate and House:

You have directed the attention of the members of

Conference Corrun.lttee that <considered Free Conference

the Free

Committee

Substitute for Senate Committee Substitute for Committee Sub —
stitute for House Bill* No, i (ad valorem tax on oi ! and gas

exploration, production and pipeline transportation

to Section 5 of the bill.

Section 5 Of the bill amends AS S").'}'3.Qb % to prov
limitations on municipal taxati >n proposed In ;>ri
well as those LX%Int 1iii® 1 1t tat. lon;, 1in Her.. lon a)

do not apply to taxes levied or pledged << pay or

payment of the j"dnolpul. and Interest ot: Loaded 1

The l.nnr.uaffe of Soc. i) o-»I1/finally was a.l -nted i-0
Obligation bonds beirn, denominated as 1.aille | tax

property)

ide that the

ii
of Af.

w) as

e > &

secure the

nd< mism

e.s .

av< "d ip.-neral
bonds which
ntent of the

hie act

of default

would result In higher Interest costs. It. Is the

Comm It.too that: Section b of the bill Is not Intend- d to expand
Local governments * idpht to tax ficll Lt Llo.: coy..-re J by

but only to rive local rovernmcnU; the 1id L,lit m LA

or pendJm*. default on bonds to exceed the limits
§O of AS. S9."H.

Fi-N~fiuTi, Gun lcm.i

In Sec. hj and
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FRI'K CONFERENCE COMMITTK15 IMPORT
ON
FREE CONFERENCE C’S FOR f.KHATE CS FOR

co for notion ntu. no.

The Free Conference Committee lias had Senate CS for CO

for illi I under consideration and recommend:: It bo replaced

with Free Conference Committee Substitute for Senate CS

for CO for House Bill No. 1. The principal chanson In the

Free Conference Committee Oubntltute from the (Jovernor'a

hill as Introduced are as follows:

1. Sec. 113.56.01Q (h) Include:: lanp.uap.e stating "No
municipality may exempt from taxation property author-
ised to be taxed wunder this chapter.” The effect of

this is to require Valdez attd the North Star Horoufth to
levy a pirsonul property tax or. pipeline related prop-
erty. .h" suite parw.raph limits exer: Mcr.j from munici-
pal taxation to those currently allowed under the muni-
cipal code.

See. 29.0 1>0*15 The 1)111 as Introduced United political

nubdlvicious to levy Imi 1 tax not to use" i 7 mills on
the value of t.nxnbl - properly taxable und r the Act.
Tho Free C-uif pence Corn:tttci duhut'lute chunr.elthts
IImlt.nt. I<ri to oiloW ivirlelpnl flexIllltty In levying up
to an amount lutvali-n' :1,U00 In total revenue per
per:-,on r l;'<11r1* wl -l1.In Its || ourularlm or ;i tax on an
amount i« 1> the ivgfimi e per eapl'a aosc isad
Valuation ' . the sta'e multipiled by the number of
rootdents <a the taxiin; miontclpa 11ty. Assessment *1
the "tax il>t* | i'Operty” will he done on a state-wide

basis by the hoard "stub I l.died In the Act,

1. Vr.o 1. ('"ViOo fh) A definition <f tlie vard "proper-
Ltea" as r ml d tnp, to "ilnee.il Iritere: Is wau Inserted to =
mate it. | ji* lhat ' titHi . :uch as office inildlnp,.! and
O aer illlli i' pr"POI‘ty not related to production could
not he "In ‘I'preir I" sa helii|* exempt From this tax.

1|. fe. II1."1I'ifi.O. ") (7) Del (tl) allow liiualcIpal 1Lies to
continue 'e> tax property iiuder ox1st.Inr le/ subject to
the 31,000 | r pe n '"<1 |er (.eip'tu .l.trust’d
vn tuat. ton 11.].|I.at 10113 lhrnuru the |er’"d preceding
the "eon.;leu.el.iu c n ‘iiceiii.'ut ditto." WI Lhmd this
d. mpe Il we. the eoHi'J211(" 1s (Y*.,, ®mi,.,n. municlpalllleu
Mifill be pr *1lllded I1V'H > 1/dii properly durlllf, tills
period, ‘ill - eiiritiuld. t === left taxation of Construction
equipment ti m0||IEIpaII lLleu,

*>, dec., (13.d'j1,U (0 (.") (A) and ((.") The comiiltt'io adopted

both the |Ill.ir e Slid Moil'd, i* CotV."Cpl S Of ililtilOrlIllIIIII
nunlclpa11l'. 1 levy a n tail sales or 11.0 tax 0Ll
till* first I 0111) of e iell | lie,

be i'i'i:, 113.Q")b .u'i'l Mi'mlI'.'i ']. ].f ].be Ass. meat Review Itnard
won* required to be k I | . able of usac.lament pro-
ne lure.: and ire subject to i'onl't rm'il. I"ii by the lej' lu-

Hito.
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Throughout tho Committee Substitute, certain consistent
language ch ingos have been made to clearly divide the
taxing authorities contained in this legislation. Tima
you will find inserted specific references to "dec. 10
(a)" of till:', chapter which means that the committee
substitute restricts the particular provision to deal-
ing with state assessment and taxing matters. Tho olncr
consistent change |Is to delete the words "political
subdivision" find substitute "municipality.’2 "Munici-
pality" is i more precise reference to a taxing entity
of local government.

Sec, 113.056.060 (d) The Free Conference Committee
Substitute would value production equipment on the
basis of replacement cost. Jt wis the feeling of the
committee that the original proposed "actual coat”
reduced by depreciation might preclude as; eminent on
an appreciating value of the equipment. Depreciation
of production equipment was changed from "units of
ir luc 1 n" to "i m®¥ mlc Life cf proven reserves."
This change would tie depredation directly to the
estimated wuseful life of the production o. ilpinent.

Sec, t ..irf.. 10 (.?) The InftnlbIMn of "construction
commencement date"” has been changed to provide two
options. The cons!.»udit>u oorvsnecmont la - for state
taxing pun‘Ones is to be rU.h»r April 1, | or the
- *Oventlvo

Injunctions « em- F.:, are p. iy*d should this date
occur earlier than Ai»i«(1 L. The tiilri‘diig here was Hint
the slate Would nut tax property Lnxul | « ut ler this Act
until such I'mo i r<>n:itru*)ti a actually ie, m. The
fixed date sl'ted to Insui'mg .d faith on the
part ol Ino i ante, (if no im eult were applied for,
<bv! uxly none c"‘ii i be granted). Should It be clear
by April 1| ti d; further |1 N problems prevent tho

lon, 1e intro would be In
cession ai.l could amend the April 1 date to any other
I1td of Its ehoujlug..

So.". 1Id.O’iG .ifLO (G) The definition of "taxable pro-
pel I..v" dele’ I'efv ' Lo cqu .,ieuit used In the
construct lon of the pipeline ttilh leaving, tills oqulp-
by mmnld palltie a. Tia* 1 | wa >
clarified to Include edlllng el and wells, whether
producing or not. An add't'enal dd'tnll Lmi of "taxable
msiM'operty " Was added excluding "permanent tvs.|ldeneoa,
office hall lings ii lairing eul citlaL local government
service:-, or ii pit Inc systems tu orated is utilities
and reguisteii lLy tig- Alicia Public U tilities Commission."
Per. .' amends AP, (a) to read: “"lluriletpalltleo
may exclude Or exempt or partiali v exempt re. IdenLlal
pr<ipel'ty cm.i ta >at.ion by oedInm rni.lfl" | by tho
voter: it a is'utir or cp‘dal , ,esll»u. Art cxe,lusUm
or ex'-nipl |l ai lutln'id ..eed tiy this .eellon may not exceed
f10,ix)0 for aiy i'lie residence.”
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(3) "department” means thel Department of Revenue;

«n "gas" includes all natural gas and all hydrocarbons
produced at the wellhead not defined as oil;

(5) "intangible drilling expenses" means those expenses
defined in sec. 263(c) of tlie United States Internal Revenue Code
as defined on tho effective date of this paragraph;

(6) "taxable property" means real and tangible personal
property used or committed by contract cr other agreement for use
within this state primarily in the exploration for, production of,
oi’ pipeline transportation of gas or unrefined nil (except for
property used solely for the retail distribution or liqueficatlon
of natural gas), or In the operation or ir,a.inter..nee of facilities

used in the exploration for, production of, or pipeline transportation

gay or unrori. ."i oil, ‘including r, tch'-uery, .1 nances, supplies,
MWoif.T'-nt, drill lug rig:, v IIl. (virUfi’ produc':., or not), gathering
Ilr.es and transmission linos, pumping stations, c¢->.pressor stations,
power plants, t'ojpliig plant::, process In* wunit:;, ro-ds, tank farms,
t nker ti*rntn.’ , deck:; and other port facilities, air strips and
0 ; manlcat 1lon equlpr.ont an. fir.11111er, matntou.-u." equipment and
f . 1litits, and i.alit.ei.aiu;." .samps and other rel t> i facilities; "ts h<
I-r-.-.per-ty" doer, not Include permMUMit r-s Iden , office lullMn »
tv.pil.rtng sul =<uitial local gpvornirent services, gas pit e<line systems
operated as wut 111t.Jos and regulat'd by the Alas!." Tlubllc I'fl IK1l.cs
C' ialss ton;

(7) "unrefined oi I" Includes crude pot...leum oil and other

liydrooarbons regardless of grivlty which are nr |lu el at Ur.1 ’ellht'a.l

In 1lgul.l form and Urn ’I-jt;1d hydrocarbons known an .list'll ale or
condensate recovonod or @ rac'<l| from - oth'-r M. ai gas pO'dueed In
a sue latton with oil .,1 cm:"m:ity Kit wn as tir d gas.

-~ RCCS "c.d (flD 1
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Sc-c. 2. AD 29.53..025(a) is amended to read:

(a) municipalities may exclude or exempt or partially exempt
residential property from taxation by ordinance ratified by the votu'’s
at a regular or special election. An exclusion or ex ptlon authorised
by this seeiior. may not exccsl H Q,000 for- any one residence.

:>cc. 3. AS 29.53 is amended by adding a new section to read:

Sec. 29.53.0h5. TAX ON OIL AMD GAS PRODUCTION AND PIPELINE
PROPERTY, (a) A municipality may levy and collect taxes on taxable
property taxable under AS '13.56 only by using one of the methods ret
out in (b) or (c) of this section.

(b) A municipality nay levy and collect a tax on the full and
true value of taxable property taxable under ..c '13-56 a:? valued by
the Department; of Revenue at a rate not to exceed that which produces
-]l amount, ol’ revenue from the total municipal, property tax equivalent
to $1,000 < year for each person residing within |Its boundari art.

(c) A municipality may levy and collect a tax on the full and
true value of that portion of taxable property taxable under AS 'hi.56

ui assess'd by tho Department of Revenue which, wh u combined with

the vatu of property otherwise taxable by the municipal. Ity, does
not exec | LII0 product of 225 per cent, of tho average f t capita
assessed full, and true value of property 'n the stat* multiplied by

the number of residents of the taxing municipality.
(d) My February L of each assessment year a taxing municipality

must Inform the Department of Revenue which method of taxation the

itmnlclpa 11y will wuse .

(e) For purpos.es of this section, population shall, bo determined
by the commissioner of community and regional affair:; based on tho
latest sl it!. 1l,cs of Ilie United Iftatoa bureau of the Census or on other
reliable population data, and shall advise each municipality of Its
NCR C3I1ID i -12-
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population as so determined by January 15 of each year.
See. t. AS 29 53.050 is amended by adding a new aubsection to read:

(b) llo municipality, or combination of municipalities occupying
the same geographical area, in whole or in part, may levy taxes which
will result In tax revenues from all retirees exceeding either (1)
hi,000 a year for each person residing within their boundaries or (2)
when combined with the value of property otherwise taxable by the
municipality, the product of 225 per cent of the average per capita
assessed full and true value of property in the state multiplied by the
re.-.ber of residents of the taxing municipality. If two or more muni-
cipalities occupying the same geographical area, in whole or in part,
.".tempt to levy a tax tho combined levy of which would result in tax
revenues frop 7all. sources exceeding either (1) $1,000 a yo.r for each
person residing within their boundaries or (2) whan combined with the
value of property otherwise taxable by the* municluality, tie product of,~
22 per cent of the average per cap ta assessed full, and true value of
property hi the state multiplied by the number of residents of the
tax Ing munlo Lpillty, the commissioner of community and r< Lot .l affairs
slv'll apportion the lawful levy and cuwltably divide these revenues on
VP basis of need, services performed and other Oeusidoiv.tlens in the
pul lie interest, for tho purpose of this subsection, population oh 11
be determined by the commissioner* of ecmnunlty and .vgicn t affairs
lured on the latest statistics of the United S u. Bureau of the
(hums on 01l other roj hub fmmpopulation data,
flee. 5. AM 29.53.055 Is amended to read:

Sec. 29.51.055. 110 I,IMITATION Qil TnXES TO PAY BONDS. The
J"ill Lions rhDICTATION! provided for In s-*ca. V. or [SEC. | 50 of
this chapter do fDOKS] not apply to taxer, levied or pledged to pay

or secure the payment of the principal and inter*;: ~on bonds. Taxes

-13- FCCS SOS cmIB 1



to pay or secure the payment of principal and interest on bonds may
be levied without limitation as to rate or amount.

= See. 6. This Act taker; ei 8ot on January 1, 197t.

v s Csnn i



(3) "department”™ means the Department of Revenue;

ncludes all natural gas and all hydrocarbons

("o "gas
produced at the wellhead not defined as oil;

(5) "intangible drilling expenses”™ means those expenses
defined 1in sec. 263(c) of the United States Internal Revenue Code
as defined on the effective date of this paragraph;

(6) "taxable property”™ means real and tangible personal
property used or committed by contract or other agreement for use
within this state primarily 1in the exploration for, production of,
or pipeline transportation of rjas or unrefined oil (except for
property used solely for the retail distribution or Jliqucfication
of natural gas), or 1in the operation or maintenance of facilities
“msed in the exploration for, production of, or pipeline transportation
of gas or unrefined oil, including machinery, appliances, supplies,

equipment, drilling rigs, wells (whether producing oi not), gathering

lines and transmission Jliner., pumping stations, compressor stations,

power plants, topping plants, processing units, roads, tank farms,
tanker terminals, docks and other port facilities, air strips and
communication equipment and facilities, maintenance equipment and
facilities, and maintenance camps and other related facilities; "taxable
property”™ does not include permanent residences, office buildings
requiring substantial local government services, or gas pipeline systems

operated as wutilities arid regulated by the Alaska Public Utilities
Commission;

(7) "unrefined oil" includes crude petroleum oil and other
hydrocarbons regardless of gravity which are produced at the wellhead
in liquid form and tho 1liquid hydrocarbons known as distillate or
condensate recovered or extracted from gas other than gas produced 1in
association with oil and commonly known as casinghead gas.

-11- PCCo SCS CSHB 1 AGO 53*073
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.53.025(Ca) 1is amended to read:

cipalities may exclude or exempt or partially exempt

operty from taxation by ordinance ratified by the voters

r special electio An exclusion or exemption authorised

n may not exceed $10,000 for any one residence.

.53 is amended by adding a new section to read:

3.045. TAX ON OIL AMD GAS PRODUCTION AMD PIPELINE

municipality may 1levy and collect taxes on taxable

le under AS 43*55 only by using one of. the methods set

this section.

ity may levy and collect a tax on the full and

taxable property taxable under AS 43.56 as by

valued

of Revenue at a rate not to exceed that which produces

evenue from the total municipal property tax equivalent

ar for each person residing within Iltu boundaries.

ipality may levy and collect a tax on the full arid

that portion of taxable property ta/Cable under AS 43.56

the Department of Revenue which, when combined

roperty otherwise taxable by the municipality,

product of 225 per cent of the average per capita

and true value of property in the state multiplied by

residents of the taxing, municipality.

ebruary 1 of each assessment year a taxing municipality

e Department of Revenue which method of taxatio the

ill use.

purposes of thJ0 section, population sh termined

ioner of community and regional affaire the

ics of the United States Bureau of the other

ation data, and shall advise each munici
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population as so determined by January 15 ot each year.
Sec. 4. AS 29.53.050 1is amended by adding a new subsection to read:
(b) Mo municipality, or combination of municipalities occupying
the same geographical area, in whole or 1in part, may levy taxes which
will result in tax revenues from all sources exceeding either (1)
S1,000 a year for each person residing within their boundaries or (2)
when combined with the value of property otherwise taxable by the
municipality, the product of 225 per cent of the average per capita
assessed full and true value of property in the state multiplied by the
number of residents of the taxing municipality. If two or more muni —
cipalities occupying the same geographical area, In whole or 1in part,
attempt to levy a tax the combined 1levy of which would result 1in tax
revenues from all sources exceeding either (1) 51,000 a year for each
person residing within lheir boundaries or (2) when combined with the
value of property otherwise taxable by the municipality, the product of
225 per cent of the average per capita ass* sed full and true value of
property in th< state multiplied by the number of residents of the
taxing municipality, the commission r of community aid regions! affairs
shall apportion the Jlawful levy and equitably divide these revenues on
the basis of need, sorvl *c* performed and eshot* cons Ub rations In the
public Interest. For the purpose of this subsection, population ahull
bo determined by tho comm Iss loner -d* or.minun ity and regional affairs
based on the Jlatest statist Lea of the United States Bureau of the

Census or on otlur reliable population data.

Mcc. 5. AM 29.53.055 1Isamended to retd:
SCO0. 29.53.055. Nf LIMITATION ill TAJ TO PAY BONDS. The
3 - rTATIOM] provided for in soon. *15 or [SEC.J so of

this chapter do IDOKS] not apply totaxes levied or pledged to pay

or secure the payment of the principal and Interest on bonds. Taxes

-13- FCCS MCS CSIIB 1 ACO 534075



ay or secure the payment of principal and 1interest 011 bonds may
levied without Ilimitation as to rate or amount.

6. This Act takes effect on January 1, 197~"-
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