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OFFICE OF THE COMMISSIONER

JAY S. HAMMOND, GOVERNOR

POUCH S - JU N E A U  99811 

January 27, 1976

The Honorable Pat Rodey 
Chairman
Senate Community & Regional A ffa irs  Committee 
Alaska State Leg is la tu re  
State C ap ito l B u ild in g  
Juneau, AK 99811

Re: Senate B i l l  No. 186

Dear Senator Rodey:

At the request of Frederick Boetsch, Deputy Commissioner, Department 
of Revenue, I  am enclosing a copy of research prepared by Cerald D. 
He ie r, State Petroleum Property Assessor re la t iv e  to Senate B i l l  
No. 186, an Act re la t in g  to taxable property under the o i l  and 
gas exp lo ra t io n , production and p ip e lin e  transportation  tax.

In  the event you desire that the m ate ria l be updated or that s im ila r  
research be prepared on CSSB 186, a copy of which is  attached, k in d ly  
advise by telephone at 465-2397 and I  w i l l  contact Hr. Heier in  
Anchorage fo r the requested m a te r ia l.

Very t ru ly  yours,

-
R. D. Stevenson" 
Specia l Assistant

Enclosures

cc: Frederick Boetsch
Deputy Commissioner 
Department of Revenue 
Juneau, Alaska
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Original sponsor: Rodey, Kerttula,
Croft and Orsini Offered: 5/29/75

Referred: Finance

BY THE COMMUNITY AND
IN THE SENATE REGIONAL AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 186 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act e n t it le d : "An Act r e la t in g  to taxab le property under the o i l  and

gas e x p lo ra t io n , production and p ip e lin e  tran spo rta t io n  

t a x ."

3E IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS ^3-56 .210(6) is  repealed and re-enacted to read :

( 6 ) "taxable property" means re a l and ta n g ib le  persona l 

property used or committed by contract or other w r it te n  agreement fo r  

use w ith in  the state p r im a r i ly  in  the e xp lo ra t io n  f o r ,  production o f , 

p ip e lin e  tran spo rta t io n  o f , r e f in in g  o f , processing o f , or e x trac t io n  o f 

gas or crude o i l ,  or liq u e fa c t io n  o f gas , or in  the operation  or m ainte­

nance o f f a c i l i t i e s  used in  the e xp lo ra t io n  f o r ,  production o f , p ip e lin e

tran spo rta t io n  o f , r e f in in g  o f , processing o f , or e x trac t io n  o f gas or

crude o i l ,  o r l iq u e fa c t io n  o f gas , in c lu d in g  but not l im it e d  to machin­

e ry , a pp liances , s u p p lie s , equipment, d r i l l i n g  rx g s , w e lls  (whether 

producing or n o t ) , ga the r in g  l in e s  and transm iss ion  l in e s ,  pumping 

s ta t io n s , compressor s ta t io n s , power p la n ts , topp ing  p la n ts , processing 

u n it s , r e f in e r ie s , l iq u e fa c t io n  p la n ts , processing or m anufacturing 

p lan ts  us ing o i l  or gas as raw m a te r ia ls , lo a d s , tank farm s, tanker 

te rm in a ls , docks and other port f a c i l i t i e s ,  a i r  s t r ip s  and communication 

equipment and f a c i l i t i e s ,  maintenance equipment and f a c i l i t i e s ,  and 

maintenance camps and other re la te d  f a c i l i t i e s ;  "taxab le property" does 

not inc lude  permanent res idences , o f f ic e  b u ild in g s  r e q u ir in g  su b s ta n t ia l 

lo c a l government se rv ices , or gas p ip e lin e  systems operated as u t i l i t i e s  

and regu la ted  by the Alaska Pub lic  U t i l i t ie s  Commission;

-1- CSSB 186
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* Sec. 2 . AS 4 3 .5 6 . 060(c) is  repea led and re-enacted to read :

(c ) The f u l l  and true va lue o f taxab le  property used or committed 

by contract or other w r itte n  agreement fo r  use in  the e xp lo ra t io n  f o r ,  

r e f in in g  o f ,  p rocessing o f , or e x trac t io n  o f gas or crude o i l ,  or 

l iq u e fa c t io n  o f gas , or in  the operation  or maintenance o f f a c i l i t i e s  

fo r  the e xp lo ra t io n  f o r ,  r e f in in g  o f , processing o f , or e x trac t io n  o f 

gas or crude o i l ,  or liq u e fa c t io n  o f gas , is  the estimated p r ic e  which 

the property would b r in g  in  an open market under the then p re v a i l in g  

market cond it ions  in  a sa le  between a w i l l i n g  s e l le r  and a w i l l i n g  buyei 

both conversant w ith  the property and w ith  p r e v a i l in g  genera l p r ice  

le v e ls .

( •

CSSB 186 -2-



M E M O R A N D U M  S t a t e  o f  A l a s k a
«

I O:

t fiOM:

P.. D. Stevenson 
Special /'.ssistcint 
Depart rent o f Revenue 
Juneau, Alaska

Gerald D. Heier 
D irector
Property Tax D iv is ion

DAtr-

March 4 , 1975 
rm: rjo:

T E L l ' P i  IGN'E NO :

s uu-Gfiouso Dill Ho. 127 x

I have reviewed the tw osub ject h i l l  s .together s inco.J:i]gy_3j^i_i-ll £Uilil

----------
%

At the- present time there are two e x is t in g  re f in e r ie s  in  Alaska and one LUG 
p la n t .  The re f in e r ie s  would he taxable as o f the e ffect ive  date o f  the b i l l ,  
assumed to be January 1. 1976, fo r  FY 77. The L.N.G, p lant is  cu rren t ly  
covered by the Indus tr ia l Incentive Act through 1978, which exempts i t  from 
an ec! valorem tax « I t  would be taxable fo r  FY 80.

I t  is  ant ic ipated that an add it iona l re f ine ry  w i l l  be b u i l t  in  the Fairbanks 
North Star Borough s ta r t in g  in  1976.. I t  is  fu rther ant ic ipated that Pac if ic  
Alaska L.N.G. w i l l  s ta r t  construction on a new L.N.G. complex in  1976. Both 
of these ant ic ipated construction projects have been b u i l t  in to  the review and 
ana lys is  o f  the subject b i l l s .  The spread sheet lias been set up so that 
the ant ic ipated  construction f igu res  can be re a d i ly  deleted.

Costs o f adm in istrat ion fo r  FY 77 are estimated to he $9*500 based on 60 days 
consultant fees fo r  a q u a l i f ie d  in d u s t r ia l  property appraiser at $250 per day, 
plus $2,000 fo r  trave l and per diem.

GDflrrb



ESTIMATED VALUATION AND NET STATE REVENUES ( In  thousands)

FY77 FY78 FY79 FY80 FY81

Socal Refinery 10,000 9,500 9,000 8,500 8,000

Tesoro Refinery 20,000 19,000 18,000 17,000 15,000

Kenai LN6 30,000 30,000

Fairbanks Refinery 20,000 40,000 40,000 40,000

Pacific  Alaska LNG 50,000 200,000 400,000 600,000

Total Valuation 30,000 98,500 257,000 495,500 694,000

*10 m i l ls  net to state xlO xlO xlO xlO xlO

Net State Revenue 300 985 2,670 4,955 6,940

* Since a l l  properties are located w ith in  a m un ic ipa lity  a ten m i l l  local levy has been estimated against

each property.
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In troduced : 2/19/75
Referred : Community and

Regional A ffa irs  and 
Finance

BY RODEY, KERTTULA,
EN THE SENATE CROFT AND ORSINI

SENATE BILL NO. 186 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

?or an Act e n t it le d : "An Act r e la t in g  to taxab le  property under the o i l  and

gas e x p lo ra t io n , production and p ip e lin e  tran sp o rta t io n  

t a x ."

3E IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: :

* Section 1. AS ^3-56.210(6) is  amended to read :

( 6 ) "taxab le property" means re a l and ta n g ib le  persona l 

p roperty  used or committed by contract or other agreement fo r  use w ith in  

t h is  state  p r im a r i ly  in  the e xp lo ra t io n  f o r ,  production o f , [OR] p ip e ­

l in e  tran sp o rta t io n  o f , or r e f in in g  o f gas or un re fined  o i l , in c lu d in g  

[(EXCEPT FOR] property used [SOLELY] fo r  the [RETAIL DISTRIBUTION OR] 

l iq u e f ic a t io n  o f n a tu ra l g a s [ ) ] , r  in  the operation  or maintenance o f 

f a c i l i t i e s  used in  the e xp lo ra t io n  f o r ,  production o f , [OR] p ip e lin e  • 

t ra n sp o rta t io n  o f , or r e f in in g  o f gas or un re fined  o i l ,  in c lu d in g  

m achinery , a pp lian ce s , s u p p lie s , equipment, d r i l l i n g  r ig s ,  w e lls  (whether 

produc ing or n o t ) , ga the r in g  l in e s  and transm iss ion  l in e s ,  pumping 

s ta t io n s , compressor s ta t io n s , power p la n ts , topp ing  p la n ts , p rocessing 

u n it s , r e f in e r ie s  and r e f in in g  equipment, roads , tank farm s, tanker 

te rm in a ls , docks and other port f a c i l i t i e s ,  a i r  s t r ip s  and communication 

equipment and f a c i l i t i e s ,  maintenance equipment and f a c i l i t i e s ,  and 

maintenance camps and other re la te d  f a c i l i t i e s ;  "taxab le property" does 

not in c lu de  permanent res idences , o f f ic e  b u ild in g s  re q u ir in g  s u b s ta n t ia l 

lo c a l government se rv ic e s , or gas p ip e lin e  systems operated as u t i l i t i e s  

and re gu la ted  by the Alaska Pub lic  U t i l i t ie s  Commission;

* Sec. 2 . AS ^ 3 .5 6 .060(c) is  amended to read :

-1- S3 186



(c ) The f u l l  and true va lue o f taxab le  property used o r committed 

by contract or other agreement fo r  use in  the e xp lo ra t io n  fo r  or r e f in in g  

o f gas o r un re fin ed  o i l ,  or in  the operation  or maintenance o f f a c i l i t i e s  

fo r  the e x p lo ra t io n  fo r  or r e f in in g  o f gas or un re fined  o i l ,  is  the 

estim ated p r ic e  which the property would b r in g  in  an open market and 

under the then p r e v a i l in g  market cond it ions  in  a sa le  between a w i l l i n g  

s e l le r  and a w i l l i n g  buyer both conversant w ith  the property and w ith  

p r e v a i l in g  gene ra l p r ic e  le v e ls .

SB 186
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OFFICE O r THE COMMISSIONER

JAY S. HAMMOND,. GOVERNOR

POUCH S  -  JUNEAU 9 S 8 I I

January 27,  1976

The Honorable Pat Rodey 
Chairman
Senate Community & Regional A ffa irs  Committee 
A laska State L eg is la tu re  
State C ap ito l B u ild in g  
Juneau, AK 99811

Re: Senate B i l l  No. 186

Dear Senator Rodey:

At the request o f Frederick Boetsch, Deputy Commissioner, Department 
o f Revenue, I. am enc los ing a copy of research prepared by Gerald D. 
H e ie r , State Petroleum Property Assessor re la t iv e  to Senate B i l l  
No. 186, an Act re la t in g  to taxable property under the o i l  and 
ga3 e xp lo ra t io n , production and p ip e lin e  transporta tion  tax .

In  the event you des ire  that the m a te r ia l be updated or that s im ila r  
research be prepared on C5SB 186, a copy of which is  attached, k in d ly  
advise by telephone at A6S~2397 r.nd I  w i l l  contact Mr. Heier in  
Anchorage fo r  the requested m a te r ia l.

Very t r u ly  yours ,

Enclosures

cc: F rederick Boetsch
Pcpu ty Commissioner 
Department o f Revenue 
Juneau, A laska

R. I). Stevenson 
Specia l A ssistant
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TO: r

FROM:

G e ra ld  H e ie r  

D ir e c t o r

P ro p e r t y  T ax D iv is io n  

D epartm en t o f  Revenue 

A ncho ra ge , A la s k a

R . D . S te venson  

S p e c ia l  A s s is t a n t  

D epa rtm en t o f  Revenue

DATE :
June 1975

SUBJECT:

C om m ittee S u b s t it u t e  f o r  S ena te  B i l l  

N o . 186

A tta c h e d  i s  a copy  o f  Com m ittee S u b s t it u t e  f o r  S ena te  B i l l  No* 1 8 6 , an  A c t 

r e l a t i n g  t o  t a x a b le  p r o p e r t y  u n d e r  t h e  o i l  and g a s  e x p lo r a t io n ,  

p r o d u c t io n  and  p i p e l i n e  t r a n s p o r t a t io n  ta x *

P le a s e  r e v ie w  th e  Com m ittee S u b s t it u t e  and p re p a re  a memo to  th e  w r i t e r  
a d v is in g  o f  e f f e c t  on T re a s u ry  f o r ' t h e  f i s c a l  y e a rs  1976 th r o u g h  1980  

and co s ts  o f  a d m in is t r a t io n *



S t a t e  o f  A l a s k a

Gerald D. Heier" 
l: D irector

). Hei

TELEPHONE NO:

FILE NO:

D A T E :

Souse B i l l  No. 127

March 4 , 1975

FROM: SUBJECT.

Property Tax D iv is ion

At the present time there are two e x is t in g  re f in e r ie s  in  Alaska and one LUG 
p la n t .  The re f in e r ie s  would be taxable as o f the e ffec t ive  date o f  the b i l l ,  
assumed to be January 1, 1976, fo r FY 77. The L.N .G. p lant is  cu rren t ly  
covered by the In dus tr ia l Incentive Act through 1978, which exempts , t  from 
an ad valorem tax . I t  would be taxable fo r  FY 80.

I t  is  ant ic ipated  that an add it iona l re f ine ry  w i l l  be b u i l t  in  the Fairbanks 
North Star Borough s ta r t in g  in  1976. I t  is  fu rther ant ic ipated that Pac if ic  
Alaska L.N.G. w i l l  s ta rt  construction on a new L.N .G . complex in  1976. Both 
of these ant ic ipated construction projects have been b u i l t  in to  the review and 
ana lys is  o f the subject b i l l s .  The spread sheet, has been set up so that 
the ant ic ipated  construction f igu res  can be re a d i ly  deleted.

Costs o f adm in is trat ion  fo r  FY 77 are estimated to be $9^500 based on 30 days 
consultant fees fo r  a q u a l i f ie d  in du s t r ia l property appra iser at $250 per day, 
plus $2,000 fo r  trave l and per diem.

GDH:rb



O r ig in a l sponsor: Rodey, K e r t tu la ,
C roft and O rs in i O ffe red : S/PN/YB

R eferred : Finance

BY THE COMMUNITY AND 
IN THE SENATE • REGIONAL AFFAIRS COMMITTEE

CS FOR SENATE BILL HO. 186

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - FIRST SESSION

A BILL

For an Act e n t it le d : "An Act r e la t in g  to taxab le  property under the o i l  and

gas e x p lo ra t io n , production and p ip e lin e  tran sp o rta t io n  

t a x ."

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS ^3 .^6 .2 1 0 (6 ) is  repealed and re-enacted to read :

( 6 ) "taxab le property" means re a l and ta n g ib le  personal 

property used or committed by contract or other w r itte n  agreement fo r 

use w ith in  the state p r im a r i ly  in  the e x p lo ra t io n  f o r ,  production o f , 

p ip e lin e  tran sp o rta t io n  o f , r e f in in g  o f , p rocess ing o f , or e x trac t io n  o f 

gas or crude o i l ,  o r l iq u e fa c t io n  o f gas , or in  the operation  or m ainte­

nance o f f a c i l i t i e s  used in  the e xp lo ra t io n  f o r ,  p roduction o f , p ip e lin e

tran spo rta t io n  o f , r e f in in g  o f ,  p rocess ing o f ,  o r e x trac t io n  o f gas or

crude o i l ,  or liq u e fa c t io n  o f gas, In c lu d in g  but not l im it e d  to machin­

e ry , a p p lia n c e s , s u p p lie s , e q ..; pment, d r i l l i n g  r ig s ,  w e lls  (whether 

producing or n o t ) , ga the rin g  l in e s  and transm iss ion  l in e s ,  pumping 

s ta t io n s , compressor s ta t io n s , power p la n t s , topp ing  p la n ts , p rocessing 

u n it s , r e f in e r ie s , l iq u e fa c t io n  p la n ts , p rocess ing or m anufacturing 

p lan ts  us ing  o i l  or gas as raw m a te r ia ls , roads , tank farm s, tanker 

te rm in a ls , docks and other po rt f a c i l i t i e s ,  a i r  s t r ip s  and communication 

equipment and f a c i l i t i e s ,  maintenance equipment and f a c i l i t i e s ,  and 

maintenance camps and other re la te d  f a c i l i t i e s ;  "taxab le  property" does 

not inc lude  permanent res idences , o f f ic e  b u ild in g s  r e q u ir in g  s u b s ta n t ia l 

lo c a l government se rv ices , or gas p ip e lin e  systems operated as u t i l i t i e s  

and regu la ted  by the Alaska Pub lic  U t i l i t ie s  Commission;

-1- CSSD 186



* See. 2. AS it3 .56 .060 (c )' is  repea led and re-enacted to read :

(c) The f u l l  and true va lue o f taxab le  property used or committed 

by contract or other w r itte n  agreement fo r  use in  the e xp lo ra t io n  fo r , 

r e f in in g  o f ,  p rocess ing o f , o r e x trac t io n  o f gas or crude o i l ,  or 

l iq u e fa c t io n  o f gas , or in  the operation  or maintenance o f f a c i l i t i e s  

fo r  the e x p lo ra t io n  fo r , r e f in in g  o f , p rocess ing o f , or e x trac t io n  o f 

gas or crude o i l ,  o r liq u e fa c t io n  o f gas , is  the estimated p r ic e  which 

the property would b r in g  in  an open market under the then p re v a i l in g  

market cond it io ns  in  a sa le  between a w i l l i n g  s e l le r  and a w i l l i n g  buyer 

both conversant w ith  the property and w ith  p r e v a i l in g  genera l p r ic e  

le v e ls .

C S S D 1 8 6 - 2 -



ESTIMATED VALUATION AMD NET STATE REVENUES ( in  thousands)

Socal Refinery 

Tesoro Refinery . - 

Ker.ai LNG

Fairbanks Refinery 

Pac if ic  Alaska LNG 

Total Valuation 

*10 m i l ls  net to state 

Net State Revenue

FY77

10,000

20,000

30,000

xlO

300

FY7S

9,500

19.000

20.000

50,000

98,500

xlO

00 = »< J  J

FY7S FYSO FY81

9 r0C0 8,500 8,000

18,000 17,000 16,000

. 30,000 30,000

40,000 40,000 40..000

200,000 400,000 600,000

267 ,GOO 495,500 694,000

xlO x’O xlO

2,670 4,955 6,940

* Since a l l  properties are located w ith in  a m un ic ip a l ity  a ten m i l l  loca l levy has been estimated against 

each property .
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Original sponsor: Rodey, Kerttula,
Croft and Orsini Offered: 5/29/76

Referred: Finance

BY THE COMMUNITY AND 
IN THE SENATE REGIONAL AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 186

IN THL LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - FIRST SESSION

A BILL

For an Act e n t it le d : "An Act r e la t in g  to taxab le  property under the o i l  and

gas e x p lo ra t io n , production and p ip e lin e  transpo rta t ion

ta x ."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43 .56 .210(6 ) is  repealed and re-enacted to read :

(6 ) "taxable property" means re a l and ta n g ib le  personal 

property used or committed by contract or other w ritte n  agreement fo r 

use w ith in  the state p r im a r ily  in  the e xp lo ra t io n  fo r , production o f , 

p ip e lin e  transporta tion  o f , r e f in in g  o f , processing o f , or extrac tion  of 

gas or crude o i l ,  or liq u e fa c t io n  o f gas , or In  the operation or mainte­

nance o f f a c i l i t ie s  used in  the exp lo ra t io n  fo r , production o f , p ip e lin e

transpo rta t ion  o f , r e f in in g  o f , processing o f , or extrac tion  o f gas or

crude o i l ,  or liq u e fa c t io n  of gas , in c lu d in g  but not lim ite d  to machin­

e ry , app liances , s u p p lie s , equipment, d r i l l i n g  r ig s ,  w e lls  (whether 

producing or n o t ) , ga the ring  l in e s  and transm ission l in e s , pumping 

s ta t io n s , compressor s ta t io n s , power p la n ts , topp ing p la n ts , processing 

u n it s , r e f in e r ie s , liq u e fa c t io n  p la n ts , processing or manufacturing 

p lan ts  us ing o i l  or gas as raw m a te r ia ls , roads, tank farms, tanker 

te rm in a ls , docks and other port f a c i l i t i e s ,  a i r  s t r ip s  and communication 

equipment and f a c i l i t i e s ,  maintenance equipment and f a c i l i t i e s ,  arid 

maintenance camps and other re la ted  f a c i l i t i e s ;  "taxable property" does 

not Inc lude permanent res idences , o f f ic e  b u ild in g s  re q u ir in g  subs tan tia l 

lo c a l government se rv ices , or gas p ip e lin e  systems operated as u t i l i t i e s  

and regu lated  by the Alaska Pub lic  U t i l i t ie s  Commission;
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* Sec. 2. AS 4 3 .5 6 .060(c) is  repealed and re-enacted to read:

(c) The f u l l  and true value o f taxab le property used or committed 

by contract or other w ritte n  agreement fo r use in  the e xp lo ra t io n  f o r ,  

r e f in in g  o f , processing o f , or ex trac tion  of gas or crude o i l ,  or 

l iq u e fa c t io n  o f gas, or in  the operation or maintenance o f f a c i l i t ie s  

fo r the e xp lo ra t io n  fo r , r e f in in g  o f , processing o f , or extrac tion  o f 

gas or crude o i l ,  or liq u e fa c t io n  of gas, is  the estimated p r ice  which 

the property would b r in g  in  an open market under the then p re v a ilin g  

market cond itions in  a sa le  between a w i l l in g  s e l le r  and a w i l l in g  buyer 

both conversant w ith the property and w ith p re v a i l in g  genera l p rice 

le v e ls .
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In troduced: 2/19/75
Referred: Community and

Regional A ffa irs  and 
Finance

BY RODEY j KERTTUu/i,
[H THE SENATE CROFT AND ORSINI

SENATE BILL NO. 186 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A EILL

?or an Act e n t it le d : "An Act r e la t in g  to taxab le  property under the o i l  and

gas e x p lo ra t io n , production and p ip e lin e  transporta t ion  

tax ."

3E IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43 .56 .210 (6 ) is  amended to read :

( 6 ) "taxable property" means re a l and ta n g ib le  personal 

property used or committed by contract or other agreement fo r use w ith in  

th is  state p r im a r ily  :ln the exp lo ra t io n  f o r ,  production o f , [OR] p ip e­

l in e  transpo rta t ion  o f , or r e f in in g  o f gas or unre fined o i l , in c lu d in g  

[(EXCEPT FOR] property used [SOLELY] fo r the [RETAIL DISTRIBUTION OR] 

l iq u e f ic a t io n  o f n a tu ra l g a s [ ) ] , or in  the operation or maintenance of 

f a c i l i t ie s  used in  the exp lo ra t io n  fo r , production o f , [OR] p ip e lin e  

transpo rta t ion  o f . or r e f in in g  o f gas or unrefined o i l ,  In c lu d in g  

machinery, app liances , s u p p lie s , equipment, d r i l l i n g  r ig s ,  w e lls  (whether 

producing or n o t ) , ga the rin g  l in e s  and transm iss ion l in e s , pumping 

s ta t io n s , compressor s ta t io n s , power p la n ts , topp ing p la n ts , processing

u n it s , r e f in e r ie s  and re f in in g , equipment, roads, tank farms, tanker

te rm in a ls , docks and other port f a c i l i t i e s ,  a i r  s t r ip s  and communication 

equipment and F a c i l i t ie s ,  maintenance equipment and f a c i l i t i e s ,  and 

maintenance camps and other re la ted  f a c i l i t i e s ;  "taxable property" does 

not inc lude  permanent res idences , o f f ic e  b u ild in g s  re q u ir in g  su bs tan tia l 

lo c a l government se rv ices , or gas p ip e lin e  systems operated as u t i l i t i e s  

and regu la ted  by the Alaska Public U t i l i t ie s  Commission;

* Sec. 2 . AS 43.56.060(c) is amended to read:

-±- SB 186



4

5

6

7

8

9

10

II

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

(c) The f u l l  and true value of taxab le  property used or committed 

by contract or other agreement fo r  use in  the e xp lo ra t io n  fo r  or r e f in in g

o f gas or un re fined  o i l ,  or in  the operation or maintenance o f f a c i l i t ie s  

fo r  the e xp lo ra t io n  fo r  or r e f in in g  o f gas or unre fined  o i l ,  is  the 

estimated p r ic e  which the property would b r in g  in  an open market and 

under the then p re v a i l in g  market cond itions in  a sa le  between a w i l l in g  

s e l le r  and a w i l l i n g  buyer both conversant w ith the property and w ith 

p r e v a i l in g  genera l p r ic e  le v e ls .

- 2 -

SB 186



In troduced : 2/19/75
Referred : Community and

Regional A ffa irs  and 
Finance

BY RODEY, iiEflTTUim,
IN THE SENATE CROFT AND ORSINI

SENATE BILL MO. 186

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - FIRST SESSION

A BILL

For an Act e n t it le d : "An Act r e la t in g  to taxab le  property under the o i l  and

gas e x p lo ra t io n , production and p ip e lin e  transpo rta t io n  

ta x ."

BE IT ENACTED BY THE LEG.3LATURE OF THE STATE OF ALASKA:

“ Section 1. AS *»3•56 .210 (6 ) is  amended to read :

( 6 ) "taxable property" means re a l and ta n g ib le  personal 

property used or committed by contract or other agreement fo r  use w ith in  

t h is  state p r im a r ily  in  the e xp lo ra t io n  fo r , production o f , [OR] p ip e ­

l in e  transpo rta t io n  o f , or r e f in in g  o f gas or unre fined o i l , in c lu d in g  

[(EXCEPT FOR] property used [SOLELY] fo r  the [RETAIL DISTRIBUTION OR] 

l iq u e f ic a t io n  o f n a tu ra l g a s [ ) ] , or in  the operation  or maintenance o f 

f a c i l i t i e s  used in  the exp lo ra t io n  fo r , production o f , [OR] p ip e lin e  

transpo rta t io n  o f , or r e f in in g  o f gas or unre fined o i l ,  In c lu d in g  

machinery, app liances , s u p p lie s , equipment, d r i l l i n g  r ig s ,  w e lls  (whether 

producing or n o t ) , ga the rin g  l in e s  and transm iss ion  l in e s , pumping 

s ta t io n s , compressor s ta t io n s , power p la n ts , topp ing p la n ts , processing 

u n it s , r e f in e r ie s  and r e f in in g  equipment, roads , tank farms, tanker 

te rm in a ls , docks and other port f a c i l i t i e s ,  a i r  s t r ip s  and communication 

equipment and f a c i l i t i e s ,  maintenance equipment and f a c i l i t i e s ,  and 

maintenance camps and other re la ted  f a c i l i t i e s ;  "taxable property" does 

not inc lude  permanent res idences , o f f ic e  b u ild in g s  re q u ir in g  su bs tan t ia l 

lo c a l government se rv ices , or gas p ip e lin e  systems operated as u t i l i t i e s  

and regu la ted  by the A laska Public  U t i l i t ie s  Commission;

* Sec. 2. AS ^ 3 . 5 6 . 0 60 (0 ) is  amended to read:
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(c) The f u l l  and true value o f taxab le  property used or committed 

by contract or other agreement fo r  use in  the e xp lo ra t io n  fo r or r e f in in g  

o f gas or unre fined o i l ,  or in  the operation or maintenance o f f a c i l i t ie s  

fo r  the e xp lo ra t io n  fo r or r e f in in g  o f gas or un re fined  o i l ,  is  the 

estimated p rice  which the property would b r in g  in  an open market and 

under the then p re v a il in g  market cond itions in  a sa le  between a w i l l in g  

s e l le r  and a w i l l in g  buyer both conversant w ith the property and w ith 

p r e v a i l in g  genera l p r ic e  le v e ls .

S B  1 8 6
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cc: Frederick Boetsch
Deputy Commissioner 
Department of Revenue 
Juneau, Alaska

to , Y)
. i n i t ! )

JAY S. HAMMOND, GOVERNOR

m ' K K V K . ^ r K

OFFICE OF THE COMMISSIONER POUCH S -  JUNEAU 99SII 

January 27, 1976

The Honorable Pat Rodey 
Chairman
Senate Community & Regional A ffa irs  Committee 
Alaska State L eg is la tu re  
State C ap ito l B u ild in g  
Juneau, AK 99811

Re: Senate B i l l  No. 186

Dear Senator Rodey:

At the request of Frederick Boetsch, Deputy Commissioner, Department 
of Revenue, I am enclosing a copy of research prepared by Gerald D. 

Heier, State Petroleum Property Assessor r e la t iv e  to Senate B i l l  
No. 186, an Act re la t in g  to taxable property under the o i l  and 
gas e xp lo ra t io n , production and p ip e lin e  transporta tion  tax .

In  the event you desire that the m ate ria l be updated or that s im ila r  
research be prepared on CSSB 186, a copy of which is  attached, k in d ly  
advise by telephone at 465-2397 and I  w i l l  contact Mr. Heier in  
Anchorage fo r the requested m a te r ia l.

Very t ru ly  yours,

Enclosures

R. D. Stevenson' 
Specia l Assistant



M E M O R A N D U M S t a t e  o r  A l a s k a

T0: R. 1). Stevenson 
Special Assistant 
Department of Revenue 
Juneau, Alaska

* M 4 .
Gerald D. Heier 
D irector
Property Tax D iv is ion

F R O M :

D A T E :

March 4 ,  1975 
t i l l  r . 'o :

T E L E P H O N E  N O :

S U E 3 J E C
..-Senate. B ilL - ilc u _1 2 iL .
 ........* 1 T r.-j \
flouse D i l l  Do. 12:7

J Jiav 
and

iave reviewecj the two siib.inct h i l l s  toqether sinc o_tfcgXALQ-JLdfJ.i £lcrJ_
  ----------

«

t the present time there ore two e x is t in g  re f in e r ie s  in  Alaska and one LNG 
I ant - The re f in e r ie s  would be taxable us o f the e ffec t ive  date o f  the b i l l ,

At 

P1,
assumed to be Jonuary 1. 1976, fo r  FY 77. The L.N.G. p lan t is  cu rren t ly  
covered by the In du s t r ia l  Incentive Act through 19/8, which exempts i t  from 
an ad valorem tax . I t  would be taxable fo r  FY 80.

I t  is  ant ic ipated  that an add it iona l re f in e ry  w i l l  be b u i l t  in  the Fairbanks 
North Star Borough s ta r t in g  in  1975. I t  is  fu rthe r ant ic ipated tha t P ac if ic  
Alaska L.N.G. w i l l  s ta r t  construction on a new L.N.G. complex in  1976. Both 
o f these an t ic ipated  construction projects have been b u i l t  in to  the review and 
ana lys is  o f the subject b i l l s .  The spread sheet has been set up so that 
the ant ic ipated  construction figures can be re a d i ly  deleted.

Costs o f  adm in is tra t ion  fo r  FY 77 are estimated to be $9*500 based on TO days 
consultant fees fo r  a q u a l i f ie d  in du s t r ia l  property appra iser at $250 per day, 
plus $2,000 fo r  trave l and per diem.

GDH:rb



ESTIMATED VALUATION AND NET STATE REVENUES (1n thousands)

Socal Refinery 

Tesoro Refinery 

Kenai LNG

Fairbanks Refinery 

Pacific Alaska LNG 

Total Valuation 

*10 m i l ls  net to state 

Net State Revenue

FY77 FY78 FY79 FY80 F-Y81

10,000 9,500 9,000 8,500 8,000

20,000 19,000 18,000 17,000 16,000

30,000 30,000

20,000 40,000 40,000 40,000

50,000 200,000 400,000 600,000

30,000 98,500 257,000 495,500 694,000

xlO xlO xlO xlO xlO

300 985 2,670 4,955 6,940

* Since a l l  properties are located w ith in  a m un ic ipa l ity  a ten m i l l  local levy has been estimated against 

each property.



In troduced : 2/19/75
Referred : Community and

Regiona l A f fa ir s  and 
Finance

BY RODEY, KERTTULA,
IN THE SENATE CROFT AMD ORSINI

SENATE BILL NO. 186

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - FIRST SESSION

A BILL

For an Act e n t it le d : "An Act r e la t in g  to taxab le  property under the o i l  and

gas e x p lo ra t io n , p roduction  and p ip e lin e  t ra n sp o rta t io n  

t a x ."

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: :

* Section 1 . AS ^3 .5 6 .2 1 0 (6 ) is  amended to read :

( 6 ) "taxab le property" means r e a l and ta n g ib le  persona l

property  used or committed by contract or other agreement fo r  use w ith in  

t h is  state  p r im a r i ly  in  the e x p lo ra t io n  f o r ,  p roduction  o f ,  [OR] p ip e ­

l in e  tran sp o rta t io n  o f , or r e f in in g  o f gas or un re fined  o i l , in c lu d in g  

[(EXCEPT FOR] property used [SOLELY] fo r  the [RETAIL DISTRIBUTION OR] 

l iq u e f ic a t io n  o f n a tu ra l g a s [ ) ] ,  or in  the operation  o r maintenance o f 

f a c i l i t i e s  used in  the e xp lo ra t io n  f o r ,  p roduction  o f , [OR] p ip e lin e  - 

t ran sp o rta t io n  o f . or r e f in in g  o f gas or un re fined  o i l ,  in c lu d in g  

mach inery , a p p lia n ce s , s u p p lie s , equipment, d r i l l i n g  r ig s ,  w e lls  (whether 

produc ing or n o t ) , ga th e r in g  l in e s  and transm iss ion  l in e s ,  pumping 

s ta t io n s , compressor s ta t io n s , power p la n t s , topp ing  p la n t s , p rocess ing 

u n it s , r e f in e r ie s  and r e f in in g  equipment, roads , tank farm s, tanker 

te rm in a ls , docks and other port f a c i l i t i e s ,  a i r  s t r ip s  and communication 

equipment and f a c i l i t i e s ,  maintenance equipment and f a c i l i t i e s ,  and 

maintenance camps and other re la te d  f a c i l i t i e s ;  " taxab le  property" does 

not in c lu de  permanent res idences , o f f ic e  b u ild in g s  r e q u ir in g  s u b s ta n t ia l 

lo c a l government se rv ic e s , or gas p ip e lin e  systems operated as u t i l i t i e s  

and re gu la ted  by the A laska Pub lic  U t i l i t ie s  Commission;

* Sec. 2 . AS ^ 3 .5 6 .060(c ) is  amended to read :

-1- SB 186



c

(c ) The f u l l  and true  va lue  o f taxab le  p roperty  used o r committed 

by contract or other agreement fo r  use in  the e x p lo ra t io n  fo r  o r r e f in in g

o f gas or un re fin ed  o i l ,  or in  the ope rat ion  or maintenance o f f a c i l i t i e s  

fo r  the e x p lo ra t io n  fo r  or r e f in in g  o f gas or u n re fin ed  o i l ,  is  the 

estimated p r ic e  which the property would b r in g  in  an open market and 

under the then p r e v a i l in g  market cond it io ns  in  a sa le  between a w i l l i n g  

s e l le r  and a w i l l i n g  buyer both conversant w ith  the p rope rty  and w ith  

p r e v a i l in g  gene ra l p r ic e  le v e ls .

-2-
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Original sponsor: Rodey, K e r t tu la , 
C roft and O rs in i Offered: 5/29/75

Referred: Finance

BY THE COMMUNITY AND
IN THE SENATE REGIONAL AFFAIRS COMMITTEE

; ‘ CS FOR SENATE BILL NO. 186

IN  THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - FIRST SESSION 

A  BILL

For an Act e n t it le d : "An Act r e la t in g  to taxab le  property under the o i l  and

gas e x p lo ra t io n , p roduction and p ip e lin e  tran sp o rta t io n
1

ta x ."

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1 . AS ^3 .5 6 .2 10 (6 ) is  repea led and re-enacted to read :

(6 ) "taxab le property" means r e a l and ta n g ib le  persona l 

property used or committed by contract or other w r it te n  agreement fo r  

use w ith in  the state p r im a r i ly  in  the e xp lo ra t io n  f o r ,  production o f , 

p ip e lin e  tran sp o rta t io n  o f , r e f in in g  o f , p rocessing o f ,  or e x trac t io n  o f 

gas or crude o i l ,  or liq u e fa c t io n  o f gas , or in  the operation  or m ainte­

nance o f f a c i l i t i e s  used in  the e xp lo ra t io n  f o r ,  p roduction o f , p ip e lin e

tran spo rta t io n  o f ,  r e f in in g  o f ,  p rocessing o f , o r e x trac t io n  o f gas or

crude o i l ,  or l iq u e fa c t io n  o f gas , in c lu d in g  but not l im it e d  to machin­

e ry , a p p lia n c e s , s u p p lie s , equipment, d r i l l i n g  r ig s ,  w e lls  (whether 

produc ing or n o t ) ,  ga the r in g  l in e s  and transm iss ion  l in e s ,  pumping 

s ta t io n s , compressor s ta t io n s , power p la n ts , topp ing  p la n t s , p rocessing 

u n it s , r e f in e r ie s , l iq u e fa c t io n  p la n ts , p rocess ing or m anufacturing 

p lan ts  us ing  o i l  o r gas as raw m a te r ia ls , roads , tank farm s, tanker 

te rm in a ls , docks and other port f a c i l i t i e s ,  a i r  s t r ip s  and communication 

equipment and f a c i l i t i e s ,  maintenance equipment and f a c i l i t i e s ,  and 

maintenance camps and other re la te d  f a c i l i t i e s ;  "taxab le  property" does 

not in c lu de  permanent res idences , o f f ic e  b u ild in g s  r e q u ir in g  s u b s ta n t ia l 

lo c a l government se rv ic e s , or gas p ip e lin e  systems operated as u t i l i t i e s  

and re gu la ted  by the Alaska Pub lic  U t i l i t ie s  Commission;
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