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A c t i n g  D e p u t y  C o m m i s s i o n e r  
M u n i c i p a l  and R e g i o n a l  
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FILE NO: 0 2 5 2 Q / J P  p

TELEPHONE NO: 4 6 5 - 4 7 5 0

THRU: s u b je c t : E x e m p t i o n  o f
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f r o m : J i m  P l a s m a n
D e p u t y  Directc 
M u n i c i p a l  and VRegional 

A s s i s t a n c e  D i v i s i o n

We ha v e  n o w  r e c e i v e d  a c o p y  of the A t t o r n e y  G e n e r a l ' s  O p i n i o n  
r e q u e s t e d  by the G o v e r n o r ' s  O f f i c e  o n  t h i s  m a t t e r .  I h a v e  
d i s c u s s e d  t h i s  m a t t e r  w i t h  Mi k e  W o r l e y .  The t h r u s t  o f  the 
o p i n i o n  is c o n s i s t e n t  w i t h  our b e l i e f  t h a t  th i s  p r o p e r t y  v a l u e  
m u s t  be i n c l u d e d  in t h e  l ocal a s s e s s m e n t  r o l l  ("we b e l i e v e  th a t  
the p r e s e n t  s t a t e  a s s e s s o r  has c o r r e c t l y  p o i n t e d  o u t  t h a t  'in 
place' n a t u r a l  r e s o u r c e s  m a y  be i n c l u d e d  in m u n i c i p a l  
a s s e s s m e n t s ,  and p r o p e r l y  s h o u l d  be i n c l u d e d . " )  H o w e v e r ,  we 
are c o n c e r n e d  that t h i s  p o i n t  is n o t  m a d e  s t r o n g l y  e n o u g h ,  in 
terms of the l o cal r e s p o n s i b i l i t y  to do so u n d e r  e x i s t i n g  law, 
i.e., "AS 2 9 . 4 5 . 1 1 0 ( a )  a l l o w s  for 'in p l a c ^ '  n a t u r a l  r e s o u r c e s  
to be a s s e s s e d  . . . "  ( e m p h a s i s  a d d e d )  O u r  fear is t h a t  th i s  
may be read to imply t h a t  m u n i c i p a l i t i e s  m a y  o p t i o n a l l y  i n c l u d e  
or e x c l u d e  t h e s e  v a l u e s ,  w h e r e a s  t h e s e  "in p l a c e "  n a t u r a l  
r e s e r v e s  m a y  not be e x c l u d e d  fr o m  the f u l l  and t r u e  v a l u e  of 
p r o p e r t y  a s s e s s e d  b y  m u n i c i p a l i t i e s  u n d e r  e x i s t i n g  law. 
(A r t i c l e  IX, S e c t i o n  4 o f  the c o n s t i t u t i o n  s t a t e s  in p a r t  
" e x e m p t i o n s  m a y  be g r a n t e d  by g e n e r a l  l a w  . . . "  AS 
2 9 . 4 5 . 0 1 0 ( c )  r e q u i r e s  "the [ m u n i c i p a l  p r o p e r t y ]  t a x  m u s t  be 
a s s e s s e d ,  levied, and c o l l e c t e d  as p r o v i d e d  in this c h a p t e r . " )

It is o u r  d e s i r e  to s e e k  l e g i s l a t i o n  to a d d r e s s  this s i t u a t i o n  
by m a k i n g  s u c h  in p l a c e  n a t u r a l  r e s o u r c e  r e s e r v e s  e x e m p t  f r o m  
local t a x a t i o n .  We b e l i e v e  this to be s o u n d  p u b l i c  p o l i c y  for 
.the f o l l o w i n g  reasons:

1. It w o u l d  be v i r t u a l l y  i m p o s s i b l e  for m a n y  l o c a l  
m u n i c i p a l i t i e s  to a c c u r a t e l y  v a l u e  su c h  r e s o u r c e s ,  o p e n i n g  the 
p o t e n t i a l  for u n d e r v a l u a t i o n  and tax a v o i d a n c e  by t h e  p r o p e r t y  
owner, e s p e c i a l l y  if t h e  r e s o u r c e  is a m a j o r  one.

2. It w o u l d  be very c o s t l y  for the s t a t e  to a c c u r a t e l y  v a l u e  
the r e s o u r c e  for f u l l  and true v a l u e  purposes*, r e q u i r i n g  
a d d i t i o n a l  r e s o u r c e s  of the n a t u r e  of t r a i n e d  g e o l o g i s t s  to 
as s e s s  the n a t u r e  and v a l u e  of such r e s o u r c e s .
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3. I n c l u s i o n  o f  su c h  v a l u e s  w o u l d  w o r k  a t r e m e n d o u s  h a r d s h i p  
on m u n i c i p a l i t i e s  s u c h  as the N o r t h w e s t  A r c t i c  B o r o u g h ,  whi c h ,  
b e c a u s e  of the e n o r m o u s  p o t e n t i a l  v a l u e  of the r e s o u r c e s  at the 
R e d  Dog m i n e ,  w o u l d  be f o r c e d  to c o n t r i b u t e  m a n y  t i m e s  its 
c u r r e n t  o b l i g a t i o n  for t h e  e d u c a t i o n  f o u n d a t i o n  f o r m u l a .
A d d i t i o n a l l y ,  the size of the local c o n t r i b u t i o n  w o u l d  be su c h  
t h a t  it m a y  u n b a l a n c e  the f o r m u l a  b e y o n d  t h e  e q u a l i z a t i o n
l i m i t s  r e q u i r e d  by f e d e r a l  law to r e c e i v e  f e d e r a l  P.L. 874 
f u n d s .

4. It w o u l d  r e d u c e  t h e  t e m p t a t i o n  to m u n i c i p a l i t i e s  to 
u n e q u a l l y  tax such a r e s o u r c e  u nder a p r o p e r t y  tax as h a s  b e e n  
t r i e d  in o t h e r  j u r i s d i c t i o n s .

5. It w o u l d  n o t  l e a v e  the j u r i s d i c t i o n s  w i t h o u t  a s o u r c e  of 
r e v e n u e  f r o m  the r e s o u r c e ,  as m u n i c i p a l i t i e s  h a v e  the p o w e r  to 
l e v y  a s e v e r a n c e  tax, w h i c h  w o u l d  be e a s i e r  to a d m i n i s t e r  t h a n  
a p r o p e r t y  tax, in t e r m s  of t h i s  type of r e s o u r c e .

6. T h i s  p r o p o s a l  is c o n s i s t e n t  w i t h  v a r i o u s  p r o v i s i o n s  of 
e x i s t i n g  law. For i n s t a n c e ,  AS 4 3 . 5 6 . 0 2 0 ( a ) ( 3 )  e x e m p t s  oil and 
g a s  r e s e r v e s  f r o m  l o c a • t a x a t i o n .  S e c t i o n  21(d) o f  A N C S A  
e x e m p t s  p r o p e r t y  h e l d  o y  n a t i v e  c o r p o r a t i o n s  f r o m  l o c a l
t a x a t i o n  u n t i l  it is e i t h e r  I) d e v e l o p e d  or 2) l e a s e d  to a
t h i r d  party.

7. It s t a t u t o r i l y  r e c o g n i z e s  the s t a t u s  quo.

T h e  o p i n i o n  s t a t e s  that "no l i a b i l i t y  a t t a c h e s  to the s t a t e  for 
f a i l u r e  to i n s i s t  o n  the a s s e s s m e n t  o f  t h e s e  r e s o u r c e s  a t  this 
t i m e . "  Th i s  w o u l d  s e e m  to g i v e  us the b r e a t h i n g  r o o m  to s e e k  a 
l e g i s l a t i v e  r e s p o n s e  to the s i t u a t i o n .

H o w e v e r ,  we are soon to be f a c e d  w i t h  the s i t u a t i o n  t h a t  so m e  
m u n i c i p a l i t i e s  will be p u t t i n g  this p r o p e r t y  o n  t h e i r  t a x  r o l l s  
w h i l e  o t h e r s  w i l l  net. W e  are a w a r e  o f  a t  l e a s t  o n e  and 
p o s s i b l y  two m u n i c i p a l i t i e s  in S o u t h e a s t  t h a t  h a v e  s e n t  
a s s e s s m e n t  n o t i c e s  to p r o p e r t y  o w n e r s  w h i c h  i n c l u d e  t h e  v a l u e  
of s u b s u r f a c e  p r o p e r t y  r i g h t s .

T h a t  l e a v e s  us wi t h  the i s s u e  of w h a t  the p o l i c y  of t h e  s t a t e  
s h o u l d  be b e t w e e n  n o w  and the time l e g i s l a t i o n  is e i t h e r  
a d o p t e d  or not e n a c t e d .  We r e c o m m e n d  the f o l l o w i n g  e l e m e n t s :

1. In r e s p o n s e  to q u e s t i o n s  we w o u l d  a n s w e r  th a t  we  t h i n k  s u c h  
p r o p e r t y  is t a xable.

2. W e  do not i n t e n d  to s e n d  l e t t e r s  of m a j o r  e r r o r  u n t i l  we 
h a v e  c o n c l u s i v e l y  d e t e r m i n e d  it is t a xable.
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3. W e  are s e e k i n g  f u r t h e r  c l a r i f i c a t i o n  f r o m  the A t t o r n e y  
G e n e r a l  on s p e c i f i c  iss u e s  inc l u d i n g :

- h o w  do we h a n d l e  the i s sue of s p l i t
s u r f a c e / s u b s u r f a c e  r i g h t s  (such as in the c a s e  of 
A N C S A  p r o p e r t y  s p l i t  b e t w e e n  the v i l l a g e  a n d  
r e g i o n a l  c o r p o r a t i o n s ) ;

- h o w  do we t r e a t  f u l l  v a l u e  d e t e r m i n a t i o n s  for 
m u n i c i p a l i t i e s  w h i c h  i n c l u d e  r e s o u r c e  r e s e r v e  
v a l u a t i o n  in their a s s e s s m e n t s ;

- w h a t  is the e x t e n t  of d i f f e r e n t  r e s o u r c e s  the
p r o p o s e d  s t a t u t o r y  e x e m p t i o n  s h o u l d  cover.

4. We  w i l l  not i n c l u d e  n a t u r a l  r e s o u r c e  r e s e r v e s  in p l a c e  in
full a n d  true v alue d e t e r m i n a t i o n s  b e c a u s e ,  in a n y  c a s e ,  w e  are 
u n a b l e  to v a l u e  them and l a c k  " s u b s t a n t i a l  e v i d e n c e "  to m a k e  
t h a t  d e t e r m i n a t i o n .

5. W e  are s e e k i n g  l e g i s l a t i v e  c l a r i f i c a t i o n  o f  the s t a t u s  of 
s u c h  p r o p e r t y .

T h i s  p o l i c y  is c o n s i s t e n t  w i t h  the m a n n e r  in w h i c h  w e  h a n d l e d  
the issue of t a x a b i l i t y  of i n t e r e s t s  in R e g i o n a l  N a t i v e  H o u s i n g  
A u t h o r i t y  p r o p e r t y .

It is m y  i n t e n t i o n  to s e n d  a b r i e f i n g  m e m o  w i t h  this
i n f o r m a t i o n  to Bob Evans s o m e t i m e  a f t e r  s e s s i o n  and o f f e r  to 
sit do w n  w i t h  him to d i s c u s s  t h e s e  i s s u e s  and g e t  s t a r t e d  on a 
l e g i s l a t i v e  p r o p o s a l  for n e x t  year. In the m e a n t i m e ,  w e  i n t e n d  
to act in a m a n n e r  c o n s i s t e n t  w i t h  the s t a n d a r d s  set o u t  abo v e .

cc: Mike W o r ley, State A s s e s s o r
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O r i g i n a l  s p o n s o r ( s ) : REP .  MACLEAN, C a t o ,  Z a w a c k i

IN  THE HOUSE BY THE C&RA COMMITTEE
SENATE CS FOR SPONSOR SUBSTITUTE FOR HOUSE B I L L  NO. 159  (C&RA)

IN  THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE -  SECOND SESS ION

A B I L L
F o r  an  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  an  e x e m p t i o n  f r o m  m u n i c i p a l

p r o p e r t y  t a x a t i o n  f o r  n a t u r a l  r e s o u r c e s  i n  p l a c e ,  and  
t o  a s t u d y  o f  o p t i o n s  f o r  t a x a t i o n  o f  n a t u r a l  r e ­
s o u r c e s  by  m u n i c i p a l i t i e s ;  and  p r o v i d i n g  f o r  an  
e f f e c t i v e  d a t e .  1 

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*  S e c t i o n  1 .  PURPOSE. I t  i s  t h e  p r i m a r y  p u r p o s e  o f  t h e  l e g i s l a t u r e  i n

p r o v i d i n g  f o r  a t e m p o r a r y  t a x  e x e m p t i o n  f o r  n a t u r a l  r e s o u r c e s  i n  p l a c e  t o
g a i n  t h e  t im e  n e c e s s a r y  f o r  an  o r d e r l y  a nd  c o m p r e h e n s i v e  s t u d y  o f  t h e
i s s u e s  r e l a t i n g  t o  e x e m p t i n g  n a t u r a l  r e s o u r c e s  i n  p l a c e  f r o m  m u n i c i p a l
p r o p e r t y  t a x a t i o n .

*  S e c .  2 .  TEMPORARY TAX EXEMPTION. N a t u r a l  r e s o u r c e s  i n  p l a c e ,  i n c l u d ­
i n g  p r o v e n  o r  u n p r o v e n  m i n e r a l  and  o t h e r  d e p o s i t s  o f  v a l u a b l e  m a t e r i a l s  and
t i m b e r  s t u m p a g e ,  a r e  ex em p t  f r o m  p r o p e r t y  t a x a t i o n  b y  a m u n i c i p a l i t y .

*  S e c .  3 .  STUDY AND REPORT. ( a )  The  D e p a r tm e n t  o f  C om m un i ty  and
R e g i o n a l  A f f a i r s  s h a l l  s t u d y  and  c om p a r e  t h e  p o t e n t i a l  e f f e c t s  o f  v a r i o u s
n a t u r a l  r e s o u r c e  t a x a t i o n  o p t i o n s  i n c l u d i n g

( 1 )  t o t a l  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n  f o r  n a t u r a l  
r e s o u r c e s  i n  p l a c e ;

( 2 )  p a r t i a l  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n  f o r
n a t u r a l  r e s o u r c e s  i n  p l a c e ;

( 3 )  n o  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n  f o r  n a t u r a l  
r e s o u r c e s  i n  p l a c e ;

( 4 )  t o t a l  o r  p a r t i a l  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n
- 1 -  SCS SSHB 1 5 9 ( C&RA)
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f o r  n a t u r a l  r e s o u r c e s  i n  p l a c e  a t  t h e  o p t i o n  o f  e a c h  m u n i c i p a l i t y ;
( 5 )  t a x a t i o n  o f  n a t u r a l  r e s o u r c e s  i n  p l a c e  b y  m u n i c i p a l i t i e s  

o t h e r  t h a n  p r o p e r t y  t a x a t i o n .
( b )  T he  D e p a r tm e n t  o f  C om m un i t y  a n d  R e g i o n a l  A f f a i r s  s h a l l  s e l e c t  

r e p r e s e n t a t i v e s  o f  m u n i c i p a l i t i e s  a n d  o f  u n i n c o r p o r a t e d  c o m m u n i t i e s  i n  
b o r o u g h s  a n d  i n  t h e  u n o r g a n i z e d  b o r o u g h  t o  a d v i s e  i n  t h e  d e s i g n  a n d  e x e ­
c u t i o n  o f  t h e  s t u d y  u n d e r  ( a )  o f  t h i s  s e c t i o n .  The  D e p a r tm e n t  o f  C ommun i ty  
a nd  R e g i o n a l  A f f a i r s  s h a l l  c o n d u c t  t h e  s t u d y  i n  c o n c e r t  w i t h  t h e  D e p a r tm e n t  
o f  R e v e n u e  and  w i t h  t h e  A l a s k a  M u n i c i p a l  L e a g u e .  The  s t u d y  m u s t  i n c l u d e  
c o n s i d e r a t i o n  o f

( 1 )  t a x  t r e a t m e n t  b y  o t h e r  s t a t e s  o f  n a t u r a l  r e s o u r c e s  i n  p l a c e ;
( 2 )  t h e  p o i n t  i n  t im e  t h a t  n a t u r a l  r e s o u r c e s  i n  p l a c e  a c q u i r e  a

v a l u e  f o r  t a x  p u r p o s e s ;  and
( 3 )  m e th o d s  f o r  d e t e r m i n i n g  t h e  v a l u e  o f  n a t u r a l  r e s o u r c e s  i n  

p l a c e  t h a t  may b e  a p p l i e d  on  a u n i f o r m  b a s i s  i n  a l l  m u n i c i p a l i t i e s .
( c )  By  J a n u a r y  1 5 ,  1 9 9 2 ,  t h e  D e p a r t m e n t  o f  C om m un i t y  and  R e g i o n a l  

A f f a i r s  s h a l l  r e p o r t  t o  t h e  l e g i s l a t u r e  i t s  f i n d i n g s  and  r e c o m m e n d a t i o n s  
r e g a r d i n g  m u n i c i p a l  p r o p e r t y  t a x a t i o n  o f  n a t u r a l  r e s o u r c e s  i n  p l a c e .

*  S e c .  4 .  T h i s  A c t  i s  r e p e a l e d  J u l y  1 ,  1 9 9 2 .
*  S e c .  5 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c ) .
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O r i g i n a l  s p o n s o r ( s ) : REP .  MACLEAN, C a t o ,  Z a w a c k i

1 IN  THE HOUSE BY THE C&RA COMMITTEE
2 SENATE CS FOR SPONSOR SUBST ITUTE FOR HOUSE B I L L  NO. 159  (C&RA)
3 IN  THE LEGISLATURE OF THE STATE OF ALASKA
4 SIXTEENTH LEG ISLATURE -  SECOND SESS ION
5 A B I L L
6 F o r  an  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  a n  e x e m p t i o n  i r o m  m u n i c i p a l

p r o p e r t y  t a x a t i o n  f o r  n a t u r a l  r e s o u r c e s  i n  p l a c e ,  and 
t o  a s t u d y  o f  o p t i o n s  f o r  t a x a t i o n  o f  n a t u r a l  r e ­
s o u r c e s  b y  m u n i c i p a l i t i e s ;  and  p r o v i d i n g  f o r  an 
e f f e c t i v e  d a t e . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
12 *  S e c t i o n  7 .  PURPOSE. I t  i s  the p r i m a r y  p u r p o s e  o f  t h e  l e g i s l a t u r e  i n

p r o v i d i n g  f o r  a t e m p o r a r y  t a x  e x e m p t i o n  f o r  n a t u r a l  r e s o u r c e s  i n  p l a c e  t o
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g a i n  t h e  t im e  n e c e s s a r y  f o r  an  o r d e r l y  a n d  c o m p r e h e n s i v e  s t u d y  o f  t h e
i s s u e s  r e l a t i n g  t o  e x e m p t i n g  n a t u r a l  r e s o u r c e s  i n  p la c - e  f r o m  m u n i c i p a l  
p r o p e r t y  t a x a t i o n .

*  S e c .  2 .  TEMPORARY TAX EXEMPTION, N a t u r a l  r e s o u r c e s  i n  p l a c e ,  i n c l u d ­
i n g  p r o v e n  o r  u n p r o v e n  m i n e r a l  a n d  o t h e r  d e p o s i t s  o f  v a l u a b l e  m a t e r i a l s  and 
t im b e r  s t u m p a g e ,  a r e  ex em p t  f r o m  p r o p e r t y  t a x a t i o n  by  a m u n i c i p a l i t y .

*  S e c .  3 .  STUDY AND REPORT. ( a )  T he  D e p a r tm e n t  o f  C ommun i ty  and
R e g i o n a l  A f f a i r s  s h a l l  s t u d y  and  c om p a r e  t h e  p o t e n t i a l  e f f e c t s  o f  v a r i o u s
n a t u r a l  r e s o u r c e  t a x a t i o n  o p t i o n s  i n c l u d i n g

( 1 )  t o t a l  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n  f o r  n a t u r a l  
r e s o u r c e s  i n  p l a c e ;

( 2 )  p a r t i a l  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n  f o r
n a t u r a l  r e s o u r c e s  i n  p l a c e ;

( 3 )  n o  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n  f o r  n a t u r a l  
r e s o u r c e s  i n  p l a c e ;

( 4 )  t o t a l  o r  p a r t i a l  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n
- 1 -  SCS SSHB 1 5 9 (C&RA) .
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f o r  n a t u r a l  r e s o u r c e s  i n  p l a c e  a t  t h e  o p t i o n  o f  e a c h  m u n i c i p a l i t y ;
( 5 )  t a x a t i o n  o f  n a t u r a l  r e s o u r c e s  i n  p l a c e  b y  m u n i c i p a l i t i e s  

o t h e r  t h a n  p r o p e r t y  t a x a t i o n .
( b )  The D e p a r tm e n t  o f  C ommun i ty  a n d  R e g i o n a l  A f f a i r s  s h a l l  s e l e c t  

r e p r e s e n t a t i v e s  o f  u n i n c o r p o r a t e d  c o m m u n i t i e s  i n  t h e  u n o r g a n i z e d  b o r o u g h  t o  
a d v i s e  i n  t h e  d e s i g n  and  e x e c u t i o n  o f  t h e  s t u d y  u n d e r  ( a )  o f  t h i s  s e c t i o n .  
The D e p a r tm e n t  o f  C om m un i t y  and  R e g i o n a l  A f f a i r s  s h a l l  c o n d u c t  t h e  s t u d y  i n  
c o n c e r t  w i t h  t h e  D e p a r tm e n t  o f  R e v e n u e  an d  w i t h  t h e  A l a s k a  M u n i c i p a l  
L e a g u e .  The  s t u d y  m u s t  i n c l u d e  c o n s i d e r a t i o n  o f

( 1 )  t a x  t r e a t m e n t  b y  o t h e r  s t a t e s  o f  n a t u r a l  r e s o u r c e s  i n  p l a c e ;
( 2 )  t h e  p o i n t  i n  t im e  t h a t  n a t u r a l  r e s o u r c e s  i n  p l a c e  a c q u i r e  a

v a l u e  f o r  t a x  p u r p o s e s ;  and
( 3 )  m e t h o d s  f o r  d e t e r m i n i n g  t h e  v a l u e  o f  n a t u r a l  r e s o u r c e s  i n  

p l a c e  t h a t  may be  a p p l i e d  on  a u n i f o r m  b a s i s  i n  a l l  m u n i c i p a l i t i e s .
( c )  By J a n u a r y  1 5 ,  1 9 9 2 ,  t h e  D e p a r t m e n t  o f  C ommun i t y  a n d  R e g i o n a l

A f f a i r s  s h a l l  r e p o r t  t o  t h e  l e g i s l a t u r e  i ^ s  f i n d i n g s  and  r e c o m m e n d a t i o n s  
r e g a r d i n g  m u n i c i p a l  p r o p e r t y  t a x a t i o n  o f  n a t u r a l  r e s o u r c e s  i n  p l a c e .  *

*  S e c .  4 .  T h i s  A c t  i s  r e p e a l e d  J u l y  1 ,  1 9 9 2 .
*  S e c .  5 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c ) .
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P ag e  2 ,  l i n e  8 :
A f t e r  " R e v e n u e "  i n s e r t  " ,  t h e  D e p a r tm e n t  o f  Commerce and  E c o n om ic  

D e v e l o p m e n t , ”
D e l e t e  " w i t h "

P ag e  2 ,  l i r e  1 2 :
D e l e t e  " a n d "

P a g e  2 ,  l i n e  1 4 ,  a f t e r  " m u n i c i p .  l i t i e s " :
I n s e r t  and

( 4 )  p o t e n t i a l  e f f e c t s  o f  m u n i c i p a l  p r o p e r t y  t a x a t i o n  o f  
n a t u r a l  r e s o u r c e s  i n  p l a c e  on  t h e  s t a t e ' s  e c on om y ,  a f f e c t e d  i n d u s ­
t r i e s ,  and  e m p l o y e e s  o f  a f f e c t e d  i n d u s t r i e s "
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O r i g i n a l  s p o n s o r ( s ) : REP .  MACLEAN, C a t o ,  Z aw a c k i

IN  THE HOUSE BY THE C&RA COMMITTEE
SENATE CS FOR SPONSOR SUBSTITUTE FOR HOUSE B I L L  NO. 159  (C&RA)

IN  THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE -  SECOND SESS ION

A B I L L
F o r  a n  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  an  e x e m p t i o n  f r o m  m u n i c i p a l

p r o p e r t y  t a x a t i o n  f o r  n a t u r a l  r e s o u r c e s  : n  p l a c e ;  and 
p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*  S e c t i o n  1 .  PURPOSE. I t  i s  t h e  p r i m a r y  p u r p o s e  o f  t h e  l e g i s l a t u r e  i n  

p r o v i d i n g  f o r  a t e m p o r a r y  t a x  e x e m p t i o n  f o r  n a t u r a l  r e s o u r c e s  i n  p l a c e  t o  
g a i n  t h e  t im e  n e c e s s a r y  f o r  an  o r d e r l y  a n d  c o m p r e h e n s i v e  s t u d y  o f  t h e  
i s s u e s  r e l a t i n g  t o  e x e m p t i n g  n a t u r a l  r e s o u r c e s  i n  p l a c e  f r o m  m u n i c i p a l  
p r o p e r t y  t a x a t i o n .

*  S e c .  2 .  TEMPORARY TAX EXEMFTION. N a t u r a l  r e s o u r c e s  i n  p l a c e ,  i n c l u d ­
i n g  p r o v e n  o r  u n p r o v e n  m i n e r a l  and  o t h e r  d e p o s i t s  o f  v a l u a b l e  m a t e r i a l s  and 
t i m b e r  s t u m p a g e ,  a r e  e x em p t  f r o m  p r o p e r t y  t a x a t i o n  b y  a m u n i c i p a l i t y .

*  S e c .  3 .  STUDY AND REPORT. ( a )  T he  D e p a r tm e n t  o f  C ommun i t y  and
R e g i o n a l  A f f a i r s  s h a l l  s t u d y  and  c om p a r e  t h e  p o t e n t i a l  e f f e c t s  o f  v a r i o u s  

20 n a t u r a l  r e s o u r c e  t a x a t i o n  o p t i o n s  i n c l u d i n g  
21 ( 1 )  t o t a l  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n  f o r  n a t u r a l
22 . .r e s o u r c e s  i n  p l a c e ;
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( 2 )  p a r t i a l  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n  f o r  
n a t u r a l  r e s o u r c e s  i n  p l a c e ;

( 3 )  n o  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n  f o r  n a t u r a l  
r e s o u r c e s  i n  p l a c e ;

( 4 )  t o t a l  o r  p a r t i a l  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n  
f o r  n a t u r a l  r e s o u r c e s  i n  p l a c e  a t  t h e  o p t i o n  o f  e a c h  m u n i c i p a l i t y ;

( 5 )  t a x a t i o n  o f  n a t u r a l  r e s o u r c e s  i n  p l a c e  b y  m u n i c i p a l i t i e s
- 1 -  SCS SSHB 1 5 9 ( C&RA)
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o t h e r  t h a n  p r o p e r t y  t a x a t i o n  f o r  p u r p o s e s  o f  d e t e r m i n i n g  w h e t h e r  a p e rm a ­
n e n t  e x e m p t i o n  f r o m  p r o p e r t y  t a x a t i o n  i s  t h e  m o s t  d e s i r a b l e  a p p r o a c h .

( b )  The  D e p a r tm e n t  o f  Commun i ty  a n d  R e g i o n a l  A f f a i r s  s h a l l  s e l e c t  
r e p r e s e n t a t i v e s  o f  m u n i c i p a l i t i e s  a nd  o f  u n i n c o r p o r a t e d  c o m m u n i t i e s  i n  
b o r o u g h s  and  i n  t h e  u n o r g a n i z e d  b o r o u g h  t o  a d v i s e  i n  t h e  d e s i g n  a n d  e x e ­
c u t i o n  o f  t h e  s t u d y  u n d e r  ( a )  o f  t h i s  s e c t i o n .  The  D e p a r tm e n t  o f  C ommun i t y  
a nd  R e g i o n a l  A f f a i r s  s h a l l  c o n d u c t  t h e  s t u d y  i n  c o n c e r t  w i t h  t h e  D e p a r t m e n t  
o f  R e v e n u e  and  w i t h  t h e  A l a s k a  M u n i c i p a l  L e a g u e .  The s t u d y  m u s t  i n c l u d e  
c o n s i d e r a t i o n  o f

( 1 )  t a x  t r e a t m e n t  b y  o t h e r  s t a t e s  o f  n a t u r a l  r e s o u r c e s  i n  p l a c e ;
( 2 )  t h e  p o i n t  i n  t im e  t h a t  n a t u r a l  r e s o u r c e s  i n  p l a c e  a c q u i r e  a

v a l u e  f o r  t a x  p u r p o s e s ;  and

( 3 )  m e t h o d s  f o r  d e t e r m i n i n g  t h e  v a l u e  o f  n a t u r a l  r e s o u r c e s  i n  
p l a c e  t h a t  may b e  a p p l i e d  on  a u n i f o r m  b a s i s  i n  a l l  m u n i c i p a l i t i e s .

( c )  By J a n u a r y  1 5 : 1 9 9 2 ,  t h e  D e p a r t m e n t  o f  C ommun i t y  a nd  R e g i o n a l  
A f f a i r s  s h a l l  r e p o r t  t o  t h e  l e g i s l a t u r e  i t s  f i n d i n g s  and  r e c o m m e n d a t i o n s  
r e g a r d i n g  m u n i c i p a l  p r o p e r t y  t a x a t i o n  o f  n a t u r a l  r e s o u r c e s  i n  p l a c e .

*  S e c .  A. T h i s  A c t  i s  r e p e a l e d  J u l y  1 ,  1 9 9 2 .
*  S e c .  5 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c ) .
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O r i g i n a l  s p o n s o r ( s ) : REP .  MACLEAN, C a t o ,  Z aw a c k i

/
IN  THE HOUSE BY THE C&RA COMMITTEE

SENATE CS FOR SPONSOR SUBSTITUTE FOR HOUSE B I L L  NO. 159  (C&RA)
IN  THE LEGISLATURE OF THE STATE OF ALASKA 
SIXTEENTH LEGISLATURE -  SECOND SESSION

A B I L L
F o r  an A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  d e t e r m i n a t i o n  o f  f u l l  a n d  t r u e

v a l u e  o f  t a x a b l e  p r o p e r t y  i n  a m u n i c i p a l i t y ,  a n d  t o  a 
s t u d y  o f  o p t i o n s  f o r  t a x a t i o n  o f  n a t u r a l  r e s o u r c e s  by  
m u n i c i p a l i t i e s ;  and  p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "  

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*  S e c t i o n  1 .  PURPOSE. I t  i s  t h e  p r i m a r y  p u r p o s e  o f  t h e  l e g i s l a t u r e  i n  

p r o v i d i n g  f o r  a t e m p o r a r y  d e l e t i o n  f o r  n a t u r a l  r e s o u r c e s  i n  p l a c e  f r o m  t h e  
d e t e r m i n a t i o n  o f  f u l l  and  t r u e  v a l u e  t o  g a i n  t h e  t im e  n e c e s s a r y  f o r  an 
o r d e r l y  and  c o m p r e h e n s i v e  s t u d y  o f  t h e  i s s u e s  r e l a t i n g  t o  e x e m p t i n g  n a t u r a l  
r e s o u r c e s  i n  p l a c e  f r o m  m u n i c i p a l  p r o p 0- cy t a x a t i o n .

*  S e c .  2 .  TEMPORARY TAX EXEMPTION. The f u l l  and  t r u e  v a l u e  o f  n a t u r a l
r e s o u r c e s  i n  p l a c e ,  i n c l u d i n g  p r o v e n  and  u n p r o v e n  m i n e r a l  o r  o t h e r  d e p o s i t s
o f  v a l u a b l e  m a t e r i a l s  and t i m b e r  s t u m p a g e ,  may n o t  be  i n c l u d e d  i n  t h e  f u l l  
and  t r u e  v a l u e  d e t e r m i n a t i o n  u n d e r  AS 1 4 . 1 7 . 1 4 0  o r  t h e  d e t e r m i n a t i o n  o f  t h e  
m i l l a g e  r a t e  e q u i v a l e n t  u n d e r  AS 2 9 . 6 0 . 0 3 0  f o r  a m u n i c i p a l i t y  u n l e s s  t h e  
p r o p e r t y  i s  a s s e s s e d  by  t h e  l o c a l  a s s e s s o r  u n d e r  AS 2 9 . 4 5 . 1 1 0 .

*  S e c .  3 .  STUDY AND REPORT. ( a )  The  D e p a r tm e n t  o f  C ommun i t y  and

R e g i o n a l  A f f a i r s  s h a l l  s t u d y  and  c om p a r e  t h e  p o t e n t i a l  e f f e c t s  o f  v a r i o u s  
n a t u r a l  r e s o u r c e  t a x a t i o n  o p t i o n s  i n c l u d i n g

( 1 )  t o t a l  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n  f o r  n a t u r a l  
r e s o u r c e s  i n  p l a c e ;

( 2 )  p a r t i a l  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n  f o r
n a t u r a l  r e s o u r c e s  i n  p l a c e ;

( 3 )  n o  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n  f o r  n a t u r a l
- 1 -  SCS SSHB 1 5 9 (C&RA)
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r e s o u r c e s  i n  p l a c e ;

(A )  t o t a l  o r  p a r t i a l  e x e m p t i o n  f r o m  m u n i c i p a l  p r o p e r t y  t a x a t i o n
f o r  n a t u r a l  r e s o u r c e s  i n  p l a c e  a t  t h e  o p t i o n  o f  e a c h  m u n i c i p a l i t y ;/\l4e.r'la./}V& nte.-Mode ol■ /W&7ofe. 0£ste/'cc/,-d>r7

( 5 )  t a x a t i o n  o f  n a t u r a l  r e s o u r c e s  ^ i n  p l a c e  b y  m u n i c i p a l i t i e s
o t h e r  t h a n  p r o p e r t y  t a x a t i o n .

( b )  The D e p a r tm e n t  o f  C ommun i ty  and  R e g i o n a l  A f f a i r s  s h a l l  s e l e c t  
r e p r e s e n t a t i v e s  o f  u n i n c o r p o r a t e d  c o m m u n i t i e s  i n  t h e  u n o r g a n i z e d  b o r o u g h  t o  
a d v i s e  i n  t h e  d e s i g n  a n d  e x e c u t i o n  o f  t h e  s t u d y  u n d e r  ( a )  o f  t h i s  s e c t i o n .  
The D e p a r tm e n t  o f  C ommun i t y  and  R e g i o n a l  A f f a i r s  s h a l l  c o n d u c t  t h e  s t u d y  i n  
c o n c e r t  w i t h  t h e  D e p a r tm e n t  o f  R e v e n u e ’ and  w i t h  t h e  A l a s k a  M u n i c i p a l
L e a g u e .  The s t u d y  s h a l l  i n c l u d e  c o n s i d e r a t i o n  o f

( 1 )  t a x  t r e a t m e n t  b y  o t h e r  s t a t e s  o f  n a t u r a l  r e s o u r c e s  i n  p l a c e ;
( 2 )  t h e  p o i n t  i n  t im e  t h a t  n a t u r a l  r e s o u r c e s  i n  p l a c e  a c q u i r e  a 

v a l u e  f o r  t a x  p u r p o s e s ;  and
( 3 )  m e t h o d s  f o r  d e t e r m i n i n g  t h e  v a l u e  o f  n a t u r a l  r e s o u r c e s  i n  

p l a c e  t h a t  may be a p p l i e d  on  a u n i f o r m  b a s i s  i n  a l l  m u n i c i p a l i t i e s .
( c )  By J a n u a r y  1 5 ,  1 9 9 2 ,  t h e  D e p a r tm e n t  o f  C om m un i t y  and  R e g i o n a l  

A f f a i r s  s h a l l  r e p o r t  t o  t h e  l e g i s l a t u r e  i t s  f i n d i n g s  and  r e c o m m e n d a t i o n s  
r e g a r d i n g  m u n i c i p a l  p r o p e r t y  t a x a t i o n  o f  n a t u r a l  r e s o u r c e s  i n  p l a c e .

*  S e c .  k .  T h i s  A c t  i s  r e p e a l e d  J u l y  1 ,  1 9 9 2 .
* S e c .  5 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c ) .
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N O R T H W E S T  A R C T I C  B O R O U G H
P.O. BOX 1110 

KOTZEBUE, AK 99752 
(907) 442-2500 / FAX 442-2930

S t a t e m e n t  of  Dennis  J.  T i ep e lma n ,  Ass ' t  to the Mayor ,  
N o r t h w e s t  Arc t i c  Bo rough  before  the  Sena te  C o m m u n i t y  and  

Regiona l  Af fa i r s  Co m mi t t e e ,  M a r c h  02, 1989 

MISTER CHAIRMAN:

T h e  Northwest Arctic B o r o u g h  would like to go on record as supporting 

Senate Bill 181. " A n  act relating to an exemption from municipal property 

taxation for natural resources in place..."

T h e  bill resolves an immediate issue if it is enacted into law: It will

e x e m p t  for a period of time a requirement that resources be assessed and 

taxed of an u n k n o w n  quantity and value on these s a m e  resources (e.g. 

minerals).

T h e  borough supports the concept that in-place resources be permanently 

e x e m p t  in State law, but w e  recognize that it should be studied and a 

report be m a d e  reflecting what these issues might be in the w a y  of future 

legislative recommendations. There are differing opinions.

T h e  b o r ough is part of the Alaska Municipal L e a g u e  w hich passed a 

resolution in N o v e m b e r ,  198S urging the State legislature to seek

legislative r e m e d y  for an assessment of minerals in-place, and it is

currently required by the Department of C o m m u n i t y  &  Regional Affairs, 

State Assessors Office.

K n o w i n g  that the D e p a r t m e n t  of R e v e n u e ,  D e p a r t m e n t  of Natural 

Resources, and the Office of the G o v e r n o r  needs to look at the full

implication of exempting minerals-in-place, this Senate Bill 1S1 establishes 

a process a n d  allows an exemption to be in place until a final report and 

legislation is enacted within two (2) years. This should allow a m ple

opportunities for other agency concerns to be addressed.

A m b le r . B u c k lc n d , C a n d le ,  D e e r in g . K ia n a . K iv a l in a ,  K o b u k , K o tx e b u o . N oortak.
N o o rv ik . S e la v r ik . S h u n g n a k



S T A T E M E N T  O F  D E N N I S  J. T I E P E L M A N  

S E N A T E  C O M M U N I T Y  A N D  R E G I O N A L  A F F A I R S  C O M M I T T E E  

M A R C H  02, 1989 

P A G E  T W O

Northwest Arctic B o r o u g h  does not in its current administrative structure 

maintain an assessor's office which m a y  create a financial liability if no 

exemption is immediately allowed. W e  are also acutely aware that the 

proposed R e d  D o g  mining project in our borough will go into production in 

about a year, and no one k n o w s  its actual resource potential of lead and 

zinc in terms of r alistic dollar amounts.

However, the authority to impose a property tax on improvements at the 

mine site and the ability to i m p o s e  a severance tax are m u c h  better 

alternatives than requiring us to place an u n k n o w n  or arbitrary value on 

minerals-in-place. These other taxing m e c h a n i s m s  should be considered 

viable remedies in existence.

Natural resources as they exist in-place is not very prudent in methods to 

determine such a value. Large-scale mining as well as the small-time 

prospector/miner w o u l d  have difficulty assessing wh a t  is the value of

minerals before it could ever be d e v e l o p e d  and extracted for use

elsewhere.

Other taxing districts throughout the State have similar problems, and 1 

w o u l d  urge that an immediate e x e m p t i o n  and a prepared report will 

resolve any questions in due t;m e  so that s o m e  unforeseen future

revenues will not jeopardize the current need for an exemption to be

enacted.

T h e  Northwest Arctic B o r o u g h  is just completing its second year as a 

"home-rule borough", and there are m a n y  other organizational priorities 

w e  are w o r k i n g  on, including land selections, planning, and financial 

stability without incurring additional duties of assessing what is taxable or 

taxing s c h e m e s  which w o u l d  n o w  include natural resources in-place.

1 w ould urge speedy deliberations and enactment of legislation that seems 

to appease every interest group and at the s a m e  time does not close the 

door on changes that might happen in the ensuing two (2) year period.

T h a n k  you for this opportunity to address the committee r
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?.E: P r o p o s a l  to e x e n n ;  n a t u r a l  r e s o u r c e s - i n  p l a c e

S R O M S C R : R a l e s  ov R e q u e s t  of the Z-overnor 

E f f e c t s  of the Rill:

’ l o v embe r  14 ,  I'.333

T h i s  bill w o u l d  s t a b i l i s e  m u n i c i p a l  t a x i n a  p r a c t i c e s ,  the State 
R e v e n u e  S h a r i n g  P r o g r a m ,  and the E d u c a t i o n  F u n d i n g  F o r m u l a  cy 
by s t a t u t o r i l y  r e c o g n i s i n g  the current p r o p e r t y  tax t r act roes 
at m u n i c i o a l i t i a s  in the

the
p r c c e o u r e s  u t i _ _ s e c  cy 
estimati.oa Full '.'alee

l e t e r m m a t  ions The a s s e s s m e n t  tract ices a.no p r o c e c u r a s  c u r­
rent l y  b e i n g  us e d  by m u n i c i c a  1 ities and tne O f f i c e  of t .oe State 
A s s e s s o r  in r e g a r d  to i n - p l a c e  c a t u r a i  r e s o u r c e  r e s e r v e s  are 
not c o n s i s t e n t  w i t h  existir.a state law.

- o m m e n t s :

t
A i t h c u g n  A l a s x a  law t e c h n i c a l l y  req u i r e s  t h e s e  i n - p l a c e  
r esource r e s e r v e s  to be i n c l u d e d  in local tax rolls and 
full value d e t e r m i n a t i o n  for m u n i c i p a l i t i e s , t h e y  have : 
so included b e c a u s e  of the t e c n m c a l  d i f f i c u l t y  anc ext 
a c c u r a t e l y  d e t e r m i n i n g  the v a l u e  of such r e s e r v e s .  Th~ 
m.ent cf t h e s e  v a l u e s  has b e c o m e  an issue o e c a u s e  of the 
ui.-.g s e v e l o p m e n t ,  l e ase or sale a: the p r o p e r t y  cor.v
regional c o r p o r a t i o n s  u n d e r  the Ala s x a  n a t i v e  C l a i m s  Ze 
Act (ALICEA). As t h e s e  ALICEA p r o p e r t i e s  are d e v e l o p e d  
v e y e d  to o t her p a r t i e s ,  they enter t a x a o i e  status. 
ALICEA, the s u r f a c e  and s u o s u r f a c e  e s t a t e s  to t h e s e  or 
we r e  c o n v e y e d  s e p a r a t e l y  to v i l l a g e  and r e g i o n a l  c c r c o  
r e s c e o t i v e l v . B e c a u s e  m u n i c i p a l i t i e s  m u s t

r e c o r c  o wner ■ t r O 1 9 . 4 5 . 150(c) ,
s n o u _ o 
o r cc e r

v a _ue r e s o u r c e s  s e o a r a t e . v  ano assess tr.err
•. r .  \ 'r t r . --.is irsue was

-  a - - ' r.
tracer tv

.naturae 
in the 

'.or o e e n 
i-r.re of 
i - r e a t — 

c o n  t m -  
’ey e d  to 
t " * — m rt — - 
or ccn- 
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t o e r t i e s  
rations, 
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Pace Two

K E M P T  U A T U R A L  R E S O U R C E S  1U - P L A C E

c

Tot ion 1: To h o t h i n a u

B e c a u s e  of tr.e d e v e l o p m e n t s  -discussed above, d o ing n o t h i n g  will 
not p r e s e r v e  the s t a t u s  quo. It will, in fact, r e q uire s u b­
sta n t i a l  c h a n c e s  in a s s e s s m e n t  p r a c t i c e s  t h r o u g h o u t  the state, 
i n c r e a s i n g  the a d m i n i s t r a t i v e  and f i s c a l  b u r d e n  on m u n i c i p a l i­
ties and the s t ate to d e t e r m i n e  the v a l u e s  of i n - p l a c e  reserves 
in m u n i c i p a l i t i e s .  The a d d i t i o n  of t hese v a l u e s  to m u n i c i p a l  
tax rolls a n d  full v a l u e  d e t e r m i n a t i o n s  w i l l  na v e  a f f ects it 
do t h  the Iscal m e  s t a t e  level. The v a l u e s  of some resources 
w o u l d  se m g r .  -nougn on larcer t r a c t s  ( h o m e s t e a d s ,  farms, etc.! 
tr.at tne ow n e r s  w o u l d  v e r y  1 i e  1 y be f o r c e d  to develop

to oav o r o D a r t v  taxes, or face orocert'-
i_ valuei n c l u s i o n  of t h e s e  v a l u e s  i: 

r e d u c e  r e v e n u e  s h a r i n g  f u n d s  to m u n i o i o a i i -

r e s o u r c e s  
f o r e c l o s u r e  . 
d e t e r m i n a t i o n s
ties wi t h  a d d i t i o n a l  i n - p l a c e  r e s e r v e  v a l u e  and will increa__ 
the m a n d a t o r y  local c o n t r i b u t i o n  u n d e r  the e d u c a t i o n  f o r m u l a  to 
t.nose m u n i c i p a l i t i e s .  D e p e n d i n g  up o n  the a m o u n t  of these 
r e s o u r c e  r e s e r v e s ,  the f i s c a l  i m p a c t  to loca 
oe s u b s t a n t i a l .

The positive
i  »» It 5  — '“N

g o v e r n m e n t s  c o u . i

to this o p t i o n  is that m u n i c i p a l i t i e s  ./oulu 
the c a p a c i t y  to l e v y  a g a i n s t  a o a tegory of 

m o s t  m u n i c i p a l i t i e s ,  w e  s e l i e v e  tr.e
r e source ,ra l u e  :ould not be v e r y  hign.
oould r th a n  the c o m o i n e d  v a l u e  of

’ <■* - t ^  ’ o'* •“ * T} "

n some, 
all or

rowever,

Lee isla
R e s o u r c e s  :r. Place cy L oca. T o t i m .

tion P e r m i t t i n g  Mur.lcioallf.es ~o Ta:

•; 0 a ;
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o this a p p r o a c n  is that the State is r.or d e p riv- 
m e s  of n e w  o r o p e r t y  tax dollars wnis.c are our- 

At the s a m e  time,m e m .
o ta: r e s o u r c e s ,  w net h e r t n e y ; a r. t - ;

t VO . .  . .  .
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Pace T h r e e

C

This p r o p o s a l  raises a s i g n i f i c a n t  p o l i c y  q u e s t i o n  :n the
ra t i o n a l e  and e q u i t y  .for a l l o w i n g  s u c n  t r e a t m e n t  for o n l y
this type of o p t i o n a l l y  e x e m p t  p r o p e r t y  but not for other 
t ypes such as p e r s o n a l  p r o p e r t y ,  m o t o r  v e h i c l e s ,  boats, or 
the first $ 1 0 , 0 0 0  on homes, tne v a l u e  of w h i c h  is r e q u i r e d  
to oe i n c l u d e d  in their full v a l u e  d e t e r m i n a t i o n s  w h e t h e r  
or not it is taxed. It s e e m s  l i k e l y  that a l l o w i n g  one 
e x c e p t i o n  to the rule that o p t i o n a l l y  e x e m p t s  p r o p e r t y  to 
be i n c l u d e d  in the full v a l u e  d e t e r m i n a t i o n  w o u l d  lead to 

from a f f e c t e d  m u n i c i p a l  g o v e r n m e n t s  for the e x c l u -  
of otr.er types of o p t i o n a l l y  e x e m p t  p r o n e r t y ,  oased
tne a m o u n t  of sucn p r o p e r t y  w i t h i n  eacr. nun icip.a _ -

it'.'. If ail ootr o n a l l "  e x e m p t e d  o r c p e r t v  v a l u e s  .'ere 
removed the c o n c e n t  of a.ne full v a l u e  d e t e r m i n a t i o n  w o u l d  
.:e d r a m a t i c a l l y  alte r e d  rn that it w o u l d  r e p r e s e n t  only 
tr.e •:r 1 1 i n g n e s a  of m u n i c i p a l i t i e s  to g e n e r a t e  p r o p e r t y  tax 
revenues, r e g a r d l e s s  of tr.eir p o t e n t i a l  to io so. The 
D e p a r t m e n t  of E d u c a t i o n  has e x p r e s s e d  c o n c e r n  that inder 
the optional e x e m p t i o n  c o n c e p t ,  l o cal e d u c a t i o n  f u n d i n g  
c o uld be d r a m a t i c a l l y  i n c r e a s e d  or r e d u c e d  eacr. year 
t h r o u g h  tr.e e x e r c i s e  of the o p t ion, t h e r e o y  c a u s i n g  fiscal 

witr.rr. s c h o o i  d i s t r i c t s .
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In s u m m a r y , we b e l i e v e  O p t i o n  2 p r o v i d e s  one most 
l o g i c a l  w a y  to r e s olve t h e s e  p r o o i e m s .  It guards 
a a a i n s t  d i s r u p t i o n  of r e v e n u e  s h a r i n g  a n d  e d u c a t i o n  
fur.di.no a c t i v i t i e s ,  and insures the s t a t u s  quo ‘will oe 
m a i n t a i n e d  in b o t h  m u n i c i p a l  p r o p e r t y  t a x a t i o n  and the 
Full V a l u e  D e t e r m i n a t i o n .

C
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E x e m p t i o n  o f  " i n  place" 
n a t u r a l  r e s o u r c e s

Y o u  have r e q u e s t e d  our o p i n i o n  r e g a r d i n g  a d r a f t  bill 
e x e m p t i n g  "in p l a c e "  n a t u r a l  r e s o u r c e s  f r o m  m u n i c i p a l  t a x a t i o n  
(Our file: 7 7 3 - 8 8 - 0 0 6 1 ) .  Y o u  h a v e  s e v e r a l  c o n c e r n s  r e g a r d i n g
the e f f e c t  a n d  n e c e s s i t” this b i l l  w h i c h  w i l l  be a d d r e s s e d  
i n d i v i d u a l l y  below.

1. '.‘That is the s t a t e ' s  c u r r e n t  o b l i g a t i o n  r e g a r d i n g  
the a s s e s s m e n t  of "in p l a c e "  n a t u r a l  r e s o u r c e s  in the full- 
v a l u e  d e t e r m i n a t i o n  of a b o r o u g h  or m u n i c i p a l i t y ?

T h e  s t a n d a r d  by  w h i c h  a l o c a l  a s s e s s o r  m u s t  a s s e s s  
p r o p e r t v  is set out in AS 2 9 . 4 5 . 1 1 0 ( a ) ,  w h i c h  reads:

The a s s e s s o r  shall a s s e s s  p r o p e r t v  at its 
full and true v a l u e  as of J a n u a r y  1 of  the a s s e s s­
m e n t  year, e x c e p t  as p r o v i d e d  in this section, AS 
2 9 . 4 5 . 0 6 0  and 2 9 . 4 5 . 2 3 0 .  T h e  full a n d  true v a l u e  
is the e s t i m a t e d  p r i c e  that the p r o p e r t y  w o u l d  
b r i n 2 in an o p e n  m a r k e t  a n d  u n d e r  the then p r e­
va i l i n g  m a r k e t  c o n d i t i o n s  in a sale b e t w e e n  a 
w i l l i n g  s e l l e r  a n d  a w i l l i n g  b u y e r  b o t h  c o n v e r s a n t  
w i t h  the p r o p e r t y  and w i t h  p r e v a i l i n g  g e n e r a l  
p r i c e  levels.

U n d e r  the a b o v e  s t atute, a l ocal a s s e s s o r  m u s t  a s s e s s  
all t a x a b l e  p r o p e r t v  in a c c o r d a n c e  w i t h  the s t a n d a r d .  The d e t e r ­
m i n a t i o n  as to w h e t h e r  " i n  d a c e "  n a t u r a l  r e s o u r c e s  m u s t  be i n­
clu d e d  in the a s s e s s m e n t  of p r o p e r t y  a n d  the s t a t e ' s  L i a b i l i t y  
for i n s u r i n g  the i n c l u s i o n  of  a s s e s s m e n t  of "in p l a c e "  n a t u r a l  
r e s o u r c e s  by m u n i c i p a l i t i e s  is c e n t r a l  to y o u r  cuest i o n .

To cate, mnr.ic its litie= h a v e  not a s s e s s e d  "in p l a c e "  
n a t u r a l  resources. A d d i t i o n a l l y , the state has not r e q u i r e d  m u ­
n i c i p a l i t i e s  _ro i n d u c e  t h e s e  r e s o u r c e s  w h e n  d e t e r m i n i n c  full and 
true v alue ot p r o p e r t y  u n d e r  AS 7 n .-5.ilO. T h e r e  is no c a s e  law 
in A l a s k a  i n t e r p r e t i n g  A.S 29.4 5.110 v i r h  r e s p e c t  to a s s e s s m e n t  
r e q u i r e m e n t s  of "in p l a c e "  n a t u r a l  r e s o u r c e s  n o r  is there a ca s e
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in A l a s k a  h o l d i n g  that it is m a n d a t o r y  for t hese r e s o u r c e s  to be 
i n c l u d e d  in p r o p e r t y  a s s e s s m e n t .  H o w e v e r ,  it is the o p i n i o n  of 
this o f f i c e  t" at "in p l a c e "  n a t u r a l  r e s o u r c e s  n a y  c o r r e c t l y  be 
i n c l u d e d  in the full- v a l u e  d e t e r m i n a t i o n  of a m u n i c i p a l i t y  u n d e r  
AS 2 9 . 4 5 . 1 1 0 ( a )  a n d  that the A l a s k a  S u p r e m e  C o u r t  w o u l d  s u p p o r t  
this o pinion.

L o o k i n g  to o t h e r  s t a t e s ' c o u r t  o p i n i o n s  and t r e a t i s e  
law, it is g e n e r a l l y  h e l d  that the r i g h t  to tax is p u r e l y  of 
s t a t u t o r y  c r e a t i o n ,  a n d  p r a c t i c a l l y  all of  the a u t h o r i t i e s  are to 
the e f f e c t  that a s s e s s o r s ,  in \ a l u i n g  p r o p e r t y ,  m a v  take into 
c o n s i d e r a t i o n  the fact that p r o p e r t y  c o n t a i n s  u n d e v e l o p e d  m i n e r ­
als in s u c h  q u a n t i t y  as to e n h a n c e  the v a l u e  of  the land o v e r  its 
m e r e  s u r f a c e  value. See 2 A . L . R .  1 5 5 0 - 1 5 5 3  and cases c i t e d  
therein. It has a l s o  o e e n  h e l d  that m i n e r a l s  in p l a c e  are not 
r e n d e r e d  n o n t a x a b l a  m e r e l y  b e c a u s e  of  l a c k  of l e g i s l a t i v e  m e t h o d  
and regulatic for d e t e r m i n i n g  t h e i r  value. G r e e n e  C o u n t v  v. 
L a t t a s  C r e e k  ,.081 C o ., 100 N.E. 561 (Ind. 1913); 72 Am.Jur". id 
S t a t e  and L o c a l  T a x a t i o n  S 764.

T h e r e  is c a s e  law s u p p o r t i n g  the v i e w  that a s s e s s o r s  
are r e q u i r e d  to v a l u e  for t a x a t i o n  all r e a l  p r o p e r t y  a c c o r d i n g  to 
its m a r k e t  value. U n d e r  t h o s e  d e c i s i o n s ,  v a l u e  is m e a s u r e d  bv 
al l  the c i r c u m s t a n c e s  a n d  a d v a n t a g e s  that tend to e n h a n c e  it, of 
w h i _ n  u n d e r l y i n g  m i n e r a l s ,  if a c c e s s i b l e ,  are m o s t  i m p o r t a n t  
items, so that th e v  m u s t  n e c e s s a r i l y  be i n c l u d e d  in the v a l u a ­
tion. S e e , e . g . , L o g a n  v. W a s h i n g t o n  C o u n t y , 29 Pa. 373, 14 Mar. 
Min. Rep"! 1(j8 T?enrT! 185 7) . A n y  e l e m e n t  of" v a l u e  t e n d i n g  to a f­
fect s e l l i n g  p r i c e  " m a v "  be t a k e n  into c o n s i d e r a t i o n  bv the a s­
se s s o r  In a r r i v i n g  at a p r o p e r  v a l u a t i o n  for a s s e s s m e n t  p u r p o s e s .  
W a s h i n g t o n  C o u n t y  v. M a r a u i s , 82 Atl. 756 (Penn. 1912). T h e  
d e c i s i o n s  of the co u r t s  in t h e s e  two c a ses a p p e a r  to h a v e  b e e n  
b a s e d  u p o n  s t a t u t e s  s i m i l a r  in w o r d i n g  to AS 2 9 . 4 5 . 1 1 0 ( a ) .

Of  m a i n  import, is that n o n e  o f  the a u t h o r i t i e s  w e  
f o u n d  h e l d  for the p r e m i s e  that l i a b i l i t y  a t t a c h e s  to the s t a t e  
or local t a x i n g  e n t i t y  for f a i l u r e  to i n c l u d e  "in p l a c e "  n a t u r a l  
r e s o u r c e s  in  t h e i r  a s s e s s m e n t s .  T h e  a u t h o r i t i e s  we found w e r e  
b a s e d  u p o n  c a ses w h e r e  a t a x p a y e r  w a s  c h a l l e n g i n g  the a u t h o r i t y  
of the t a x i n g  i u - i s d i c r i o n  to i n c l u d e  the ”.aiue of ":n p l a c e "  
n a t u r a l  r e s o u r c e s  in the a s s e s s m e n t  of t h e i r  prope r t y .

F u r t h e r m o r e . we found no c ases h o l d i n g  that local or 
st ate a s s e s s o r s  are r e c u i r e d  to s e a r c h  out "in p l a c e "  n a t u r a l  
r e s o u r c e s  in o r d e r  to i n c l u d e  th e m  in the a s s e s s m e n t  of p r o p e r t y .  
The cases m a i n l v  h o l d  that it is c o r r e c t  for a s s e s s o r s  to take 
into c o n s i d e r a t i o n  all " " a c t s” d i r e c t l y  a f f e c t i n g  the value. It 
is our o p i n i o n  that this g e n e r a l  rule c o n c e r n s  facts w h i c h  a f f e c t
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the v a l u e  o f  the p r o p e r t y  th a t  a r e  k n o w n  or p r o s p e c t i v e ;  not 
s o u g h t  or s p e c u l a t i v e .

T h e r e  is a u t h o r i t y  s u p p o r t i n g  the v i e w  that a s s e s s o r s  
m a y  take into c o n s i d e r a t i o n  p r o s p e c t i v e  v a l u e  o f  p r o p e r t y  as w e l l  
as p r e s e n t  v a l u e  in m a k i n g  a s s e s s m e n t s  a n d  t h a t  an a d d e d  v a l u e  
m a y  be g i v e n  p r o p e r t y  for p u r p o s e s  o f  t a x a t i o n  w h e r e  t h e r e  is 
" s u f f i c i e n t  r e a s o n "  to b e l i e v e  t h a t  the p r o p e r t v  c o n t a i n s  m i n e r a l  
d e p o s i t s  in s u f f i c i e n t  q u a n t i t y  to g i v e  it a v a l u e  as a p r o s p e c­
tive mine. H o w e v e r ,  t h ere is a l s o  a u t h o r i t y  to the e f f e c t  that 
n o t  onlv m u s t  p r o p e r t v  be v a l u e d  at its p r e s e n t  v a l u e  at the time 
of the a s s e s s m e n t ,  but that s u c h  v a l u e  c a n n o t  be b a s e d  on a s p e c­
u l a t i v e  p r o s p e c t i v e  value. See g e n e r a l l y  72 A m . J u r . 2 d  S t a t e  and 
L o c a l  T a x a t i o n , S $ t 6 3 - 7 64.

In sum m a r y ,  it is o u r  o p i n i o n  that AS 2 9 . 4 5 . 1 1 0 ( a )  a l­
lows for "in p l a c e "  n a t u r a l  r e s o u r c e s  to be a s s e s s e d  a n d  i n c l u d e d  
in the full v a l u e  d e t e r m i n a t i o n  o f  a m u n i c i p a l i t y .  T h e  i s s u e  of 
w h e t h e r  the s t a t e  is m a n d a t e d  to a s s e s s  t hese r e s o u r c e s  w i l l  be 
i n c l u d e d  u n d e r  the next s e c t i o n  d e a l i n g  w i t h  a n y  p o t e n t i a l  state 
l i a b i l i t y  for f a i l u r e  to i n c l u d e  a s s e s s m e n t  o f  "in p l a c e "  n a t u r a l  
r e s o u r c e s  in the full v a l u e  d e t e r m i n a t i o n  of a m u n i c i p a l i t y .

2. If "in p l a c e "  n a t u r a l  r e s o u r c e s  are n o t  c u r r e n t l y  
e x e m p t e d  rr o m  the full v a l u e  d e t e r m i n a t i o n ,  w h a t  l i a b i l i t y  
m a y  the state face if the s t a t e  a s s e s s o r  does r.oc i n c l u d e  
these in his a s s e s s m e n t s ?

As p o i n t e d  ouc above, the s t a t e  has n e v e r  r e q u i r e d  m u ­
n i c i p a l i t i e s  to ass e s s  "in p l a c e "  n a t u r a l  r e s o u r c e s  in o r d e r  to 
a r r i v e  at the full a n d  true v a l u e  o f  p r o p e r t v  in the m u n i c i p a l­
ity. The i s s u e  is not w h e t h e r  AS 2 9 . 4 5 . 1 1 0 ( a )  can be i n t e r p r e t e d  
to a l l o w  for a s s e s s m e n t  o f  "in p l a c e "  n a t u r a l  r e s o u r c e s ,  s i nce we 
b e l i e v e  that the A l a s k a  S u p r e m e  C o u r t  w o u l d  rule that it does.
The issue h e r e  c e n t e r s  a r o u n d  the s t a t e ' s  l o n g s t a n d i n g  a p p l i c a­
tion of this s t a t u t e  in n o t  r e a u i r i n g  t hese r e s o u r c e s  to be a s­
se s s e d  and w h e t h e r  the s tate faces l i a b i l i t y  for not i n c l u d i n g  
"ir. p l a c e "  r e s o u r c e s  in the a s s e s s m e n t s .  In short, w e  do not 
b e l i e v e  chat the state faces a n y  p r e s e n t  l i a b i l i t y  for f a i l u r e  to 
r e q u i r e  m u n i c i p a l i t i e s  to a s s e s s  "in p l a c e "  n a t u r a l  r e s o u r c e s  
w i t h o u t  a s p e c i f i c  e x e m p t i o n  in the law.

We are issumir.g that the l i a b i l i t y  a n t i c i p a t e d  b v •"our 
q u e s t i o n  c o n c e r n s  : s i t u a t i o n  w h e r e  o n e  m u n i c i p a l i t y  c o m p l a i n s  
that the s t a t e  s h c u l c  be r e q u i r i n g  a n o t h e r  m u n i c i p a l i t y  to a s s e s s  
its k n o w n  "in p l a c e "  n a t u r a l  r e s o u r c e s  in the * u l 1 v a l u e  d e t e r­
m i n a t i o n  as it a f f e c t s  the d i s t r i b u t i o n  of m u n i c i p a l  r e v e n u e  
s h a r i n g  and e d u c a t i o n  funding. H o w e v e r ,  a m u n i c i p a l i t y ' s  c l a i m
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of d e p r i v a t i o n  of due p r o c e s s  or e q u a l  p r o t e c t i o n  a g a i n s t  the 
state m u s t  fail. The A l a s k a  S u p r e m e  C o u r t  r e c e n t l y  r u l e d  that a 
m u n i c i p a l i t y  is n o t  a " p e r s o n "  a n d  t h e r e f o r e  m a v  not a s s e r t  due 
proc e s s  o r  e q u a l  p r o t e c t i o n  c l a i m s  a g a i n s t  its creator, the
state. K e n a i  P e n i n s u l a  Roroug'n v. S t a t e , ____ P. 2d ____ , Op. Mo.
3277 (A l a s k a , M a r . 1988) .

If the s t a t e  c h a n g e s  its a p p l i c a t i o n  o f  AS 2 9 . 4 5 . 1 1 0 -
( a ) , r u l e s  o f  c o n t e m p o r a n e o u s  c o n s t r u c t i o n  g e n e r a l l y  h o l d  that a 
r e v e r s a l  in i n t e r p r e t a t i o n  of a s t a t u t e  by the a d m i n i s t e r i n g  
a g e n c y  w i l l  be a p p l i e d  o n l y  p r o s p e c t i v e l y . 2A N. Singer, S u t h e r­
land S t a t u t o r y  C o n s t r u c t i o n  S 49.05, (4th ed. 1984 rev.) (here- 
a f t e r  " S u t h e r l a n d "). In o t h e r  w o r d s ,  if the s t a t e  r e v e r s e s  its 
i n t e r p r e t a t i o n  a n d  a d m i n i s t r a t i o n  o f  AS 29 . 45 . 100 ('a) r e q u i r i n g  
m u n i c i p a l i t i e s  to assess "in p l a c e "  n a t u r a l  r e s o u r c e s  in their 
d e t e r m i n a t i o n s  of full value, the s t a t e ' s  n e w  i n t e r p r e t a t i o n  m o s t  
l ikely w i l l  a p p l y  o n i v  to fu t u r e  years; not r e t r o a c t i v e l y .

We  no t e  that there is c a s e l a w  in o t h e r  states s u p p o r t­
ing the f o l l o w i n g  v i e w p o i n t :

the m e r e  f a i l u r e  of p u b l i c  o f f i c e r s  c h a r g e d  w i t h  
the d u t v  to e n f o r c e  s t a t u t o r y  a n d  c o n s t i t u t i o n a l  
p r o v i s i o n s  in r e s p e c t  to the le v y  a n d  c o l l e c t i o n  
of taxes, or the a c q u i e s c e n c e  o f  p u b l i c  o f f i c e r s  
in c o n d i t i o n s  that e x e m p t e d  c e r t a i n  p r o p e r t y  fr o m  
t a x a tion, s h o u l d  not be p e r m i t t e d  to s t a n d  in the 
w a y  of the " c o r r e c t "  a d m i n i s t r a t i o n  of  the law, or 
be c o n s t r u e d  to e s t o p  m o r e  d i l i g e n t  a n d  e f f i c i e n t  
p u b l i c  o f f i c e r s  w h e n  they a t t e m p t  to p e r f o r m  t h eir 
d u t y  by b r i n g i n g  in to the r e v e n u e  p r o p e r  s u b j e c t s  
of t a x a t i o n  that h a d  t h e r e t o f o r e  b e e n  a l l o w e d  to 
e s c a p e  the p a y m e n t  of taxes.

S u t h e r l a n d  S 4 9 .05 (citing L o u i s v i l l e  v. B o a r d  of E d u c a t i o n ,  154 T7T. JITT'3 8 0 - 3 S 1  (Kv. 1913“

3 a s e d  u p o n  the a b o v e  v i e w p o i n t , we b e l i e v e  “hat the
p r e s e n t  s t a t e  a s s e s s o r  has c o r r e c t l v  p o i n t e d  out that "in p l a c e "
n a t u r a l  r e s o u r c e s  mav be i n c l u d e d  in m u n i c i p a l  act :.‘s m e u t s , a n d
p r o p e r l y  s h c u i d  be included. H o w e v e r ,  as n o t e d  at v ? . it is the
o p i n i o n  tr ais office that no l i a b i l i t y  a t t a c h e s  to ch.* state
tor r a i . u r e  to i n s i s t  on the a s s e s s m e n t  of  t h e s e  rescur . c  it 
— - *

j* *•-> 1 vour o p i n i o n  tha'" thin e x e m p t i o n  from m u n i c i‘■z- r e s o u r c e s  is necessar*’’'
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P r o b a b l y  yes, for the m a i n  p u r p o s e  of  a d d r e s s i n g  the 
issue a n d  c l a r i f y i n g  the s t a te's a p p l i c a t i o n  a n d  i n t e r o r e t a t i o n  
of AS 2 9 . 4 5 . 1 1 0 ( a ) .  We do n e t  b e l i e v e  anv r e t r o a c t i v e  l i a b i l i t y  
w i l l  a t t a c h  if the state dees not i m m e d i a t e l y  p r o v i d e  for this 
e x e m p t i o n  in the law. • A d d i t i o n a l l y , the s t a t e  m a v  w i s h  to c o n­
sider w h e t h e r  it w a n t s  to m a k e  the e x e m D t i o n  o f  "in p l a c e "  n a t u r­
al r e s o u r c e s  fr o m  m u n i c i o a i  t a x a t i o n  m a n d a t o r y  u p o n  the m u n i c i­
pa l i t i e s  or w h e t h e r  to a l l o w  m u n i c i p a l i t i e s  the o p t i o n  of 
p r o v i d i n g  for the e x e m p t i o n  o f  these r e s o u r c e s  f r o m  taxation.

We  h o p e  this a d d r e s s e s  y o u r  c o n c e r n s .  P l e a s e  do not 
h e s i t a t e  to c o n t a c t  us if y o u  n e e d  f u r t h e r  a s s i s t a n c e  on this 
m a t t e r .

M L O / p i g

Bob E v a n s ,  L e g i s l a t i v e  L i a i s o n
O f f i c e  o f  t h e  G o v e r n o r
6 6 3 - 8 8 - 0 4 1 0

C



/ tsr U

Introduced by: Alaska Association of 
-session Officers

Data: Novemcer 17.1233

RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE 

RESOLUTION NO. 8 8 - 2

A RESOLUTION RECOMMENDING TAX EXEMPT ITATIJO
IF 'IN PLACE" RESOURCE RESERVES.

WHEREAS, "current Alaska law reauires municipalities which levy a
property tax to assess, levy, ana collect prooerty taxes on natural 
resources in place, excess oil and cas resources wnich are manaator,!/ 
exempted ana

r
V  WHEREAS, the Office cf the State Assessor is reouirea under current

law to incluae values for those natural resources in place in tr.e Full 
Value Determination for municipalities across tne State ana

WHEREAS, currently neither municipalities nor the Office of the State 
Assessor includes values for those resources on local assessment rolls 
or in the Full Value Determination, and neither has the staff or fiscal 
resources to value natural resources in piace ana

WHEREAS, the inclusion of values fcr those resources on local property 
tax rolls or in tne Full Value Determination would be likely to have 
supstantial negative tax imcacts on farms, rancr.es, romesteaas ana other 
resicentiai prooerty, ana suostantiai negative impacts on municipalities 
unaer tne State Revenue Sharing and eaucation funaing formulas ana

WHEREAS, municipalities already have the power to levy severance taxes 
ana saies taxes ‘gainst those resources at the time they are develocea 
ana sold:

NOW, THEREFORE, EE IT RESOLVED THAT THE Alaska Municipal League supports 
the passage of legislation wnic.n would require, unaer A.i. S3.-5.123, the 
exemotion from municipal property taxes of all natural resources in place, 
together with language wmc:v would insure preservation of the cower of 
municipalities to levy severence taxes ana sales taxes against the 
oevelccment ana sale of those natural resources.

( This resolution was passed oy the governing fcoay of the

Alaska A s s o c i a t i o n  o f  Assess ing  O f f i c e r s  on Novemcer 15.1933
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TO: Representative Eileen Mclean, Chair
Members of the House Community and Regional Affairs Committee

FROM: Scott A. Burgess, Executive Director

DATE: March 13, 1939

SUBJECT: Sponsor Substitute for HB 159 - Municipal Property Tax Exemption
for In Place Resources

The Alaska Municipal League supports Sponsor Substitute for HB 159. 
Recognizing the significance of the issue of municipalities imposing or not 
imposing a property tax on natural resources in place, the AML membership 
passed Resolution No. 89 - 21 (attached) at the annual business meeting in 
November 1988. After further analysis, the AML Board of Directors added the 
legislative resolution of the concern raised by the Department of Community 
and Regional Affairs earlier this year to its 1989 legislative priorities 
outlined in the AML Municipal Platform. SSHB 159 reflects the approach 
supported by the AML and the AML urges passage by the Legislature.

As outlined in AML Resolution No. 89 - 21, municipalities and the State of 
Alaska are required by law to include the values of natural resources in 
place (e.g. minerals, timber etc.) on local assessment rolls and in the full 
value determination, respectively, for purposes of taxation. Neither does 
because neither has the staff or fiscal resources to value the resources, 
and the inclusion of values for those resources would likely have a negative 
impact on residential property and on municipalities under the state revenue 
sharing and education funding formulas. Exempting the resources from 
property tax would recognize the difficulty of taxing natural resources in 
place and the status quo.

However, given the decline in state aid to municipalities and the increasing 
demand to provide additional local services with local tax dollars, limiting 
a potei.tial tax base should be approached with caution. When the issue of 
taxing in place resources was raised earlier this year, the Department of 
Community and Regional Affairs stimulated significant discussion and debate 
around the State, especially among the municipalities and with the 
Department of Revenue. SSHB 159 calls for a temporary, two-year property 
tax exemption on natural resources in place to recognize the status quo, and 
it also calls for a study by the Department of Community and Regional 
Affairs to compare the potential effects of total exemption, partial 
exemption, no exemption and optional exemption. In conducting the study, 
DC&RA will consult with the Department of Revenue and the AML. The approach 
outlined in SB 159 with a temporary exemption and a study will take care of

MEMBER O F  THE NATIONAL LEAGUE OF C IT IES AND THE NATIONAL ASSOCIATION OF COUNT IES
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the immediate situation and provide for more understanding of the issue, a 
discussion of alternatives, and the development of a consensus on a long­
term or permanent solution.

The July 1, 1991 repeal date in Section 3 would provide adequate time for 
the study to develop recommended long-term legislative solutions (two years) 
and for the legislature to act. Assessment roles are determined as of 
January 1st of each year; therefore, in order for the municipality to add 
property to the assessment rolls if required by legislation passed in 1991 
session and to assess in 1992, the assessors would have to do their work 
during the summer and fall of 1991 and have the property on the rolls by 
January 1, 1992. If the 17th Legislature does not act in the First Session 
to implement the recommendations of the study, it will have to extend the 
temporary exemption.

Finally, the AML wants to clarify in its testimony that municipalities have 
the authority under law to place a severance tax on natural resources 
whether or not natural resources in place are exempt from property tax. 
This is confirmed in an Alaska Attorney General opinion dated April 29, 1986 
to the Commisssioner of Community and Regional Affairs.

Again, the AML supports SSHB 159 as a legislative priority of municipalities 
across the State.

Attachment

Testimony\sbl81



Resolution of the A laska -nicipal League

Resolution No. 89-21

A  R E S O L U T I O N  R E C O M M E N D I N G  T A X - E X E M P T  S T A T U S  O F  

“IN P L A C E "  R E S O U R C E  R E S E R V E S

W H E R E A S ,  current Alaska law requires municipalities that levy a 

property tax to assess,-levy, and collect property taxes on natural resources 

in place, except oil and gas resources, which are m a n d a t o r y  exempted, and

W H E R E A S ,  the Office of the State Assessor is required under current 

law to include values for those natural resources in place in the full value 

determination for municipalities across the State, and

W H E R E A S ,  neither municipalities nor the Office of the State Assessor 

includes values for those resources on local assessment rolls or in the full 

value determination, and neither has the staff or fiscal resources to value 

natural resources in place, and

W H E R E A S ,  the inclusion of values for those resources on local 

property tax rolls or in the full value determination would be likely to have 

substantial negative tax impacts on farms, ranches, homesteads, and other 

residential property, and substantial negative impacts on municipalities under 

the state revenue sharing and education funding formulas, and

W H E R E A S ,  municipalities already have the power to levy severance 

taxes and sales taxes against those resources at the time they are 

developed and sold;

N O W ,  T H E R E F O R E ,  B E  IT R E S O L V E D  that the Alaska Municipal 

League supports the passage of legislation that would require, under A S  

29.45.030, the exemption from municipal property taxes cf aii natural 

resources in place, together with language that would insure 'reservation 

of the p o wer of municipalities to levy severance ta/es and sales taxes 

against the development and sale of those natural resource?,.

Adopted this 18th day of November 1938 in Fairbanks, Alaska.

Heather Flynn, President

ATTEST:

Scott A. Burgess, Executive Director
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Re: T a x a t i o n  of I n - P l a c e  M i n e r a l s

D e a r  E i l een:

W e  h a v e  r e v i e w e d  the p r o p o s a l  b i l l  t o  e x e m p t  i n - p l a c e  
m i n e r a l s  and n a t u r a l  r e s o u r c e s  f r o m  p r o p e r t y  t a x a t i o n .
G e n e r a l l y ,  w e  w o u l d  s u p p o r t  t h i s  p r o v i s i o n .  A n y  a t t e m p t  to tax 
r e s o u r c e s  b e f o r e  t h e y  a r e  s e v e r e d  w o u l d  h a v e  a n e g a t i v e  a n d  
d e l e t e r i o u s  a f f e c t  o n  t h e  s t a t e  a n d  i n d u s t r y .  It v/ould n o t  
s t i m u l a t e  d e v e l o p m e n t  to i m p o s e  s u c h  a tax, a n d  it w o u l d  be 
e x t r e m e l y  d i f f i c u l t  t o  v a l u e  the r e s o u r c e s  p r i o r  to r e a l l y  
k n o w i n g  w h a t  m i g h t  b e  p r o d u c e d .

O n e  i t e m  t h a t  s h o u l d  b e  a d d e d  to t h e  l i s t  of n a t u r a l  
r e s o u r c e s  is g r a v e l .  T h i s  is a n  in  p l a c e  n a t u r a l  r e s o u r c e  t h a t  
d o e s  n o t  h a v e  s i g n i f i c a n t  v a l u e  u n l e s s  it c a n  b e  m i n e d  a n d  used. 
It is a l s o  o f t e n  d i f f i c u l t  to r e a l i s t i c a l l y  d e t e r m i n e  the v a l u e  
of g r a v e l  u n t i l  the m a r k e t  d e v e l o p s .  A m o u n t s  in  p l a c e ,  q u a l i t y  
and c o s t s  a s s o c i a t e d  w i t h  d e v e l o p m e n t  a r e  d i f f i c u l t  to 
p r e - a s s e s s .

O t h e r  m a j o r  n a t u r a l  r e s o u r c e s ,  s u c h  as o i l  a n d  gas, are 
s t r u c t u r e d  to be t a x e d  o n  a s e v e r a n c e  b a s i s ,  n o t  in place. T h i s  
a p p r o a c h  is a p p r o p r i a t e  f o r  the n a t u r a l  r e s o u r c e s  l i s t e d  in t h e  
b i l l  as well. I a s s u m e  t h i s  s e c t i o n  w o u l d  b e  c o n s i s t e n t  w i t h  AS 
43.56, e v e n  t h o u g h  it d o e s  n o t  r e f e r e n c e  t h e  o i l  a n d  gas 
e x e m p t i o n  t h a t  a l r e a d y  e x i s t s ;  y o u  m a y  w i s h  to h a v e  s o m e o n e  c h e c k  
that. Also, che b r e a d t h  of c o v e r a g e  f o r  a l l  t i m b e r  as " s t u m p a g e "  
a n d  f i s h  a n d  s h e l l  f i s h  " f a r m s "  m i g h t  b e  c o n s i d e r e d .

Again, A S R C  s u p p o r t s  the p r o p o s e d  a m e n d m e n t  to AS 
2 9 . 4 5 . 0 3 0 ( a )  b y  a d d i n g  the e x e m p t i o n  for in p l a c e  n a t u r a l  
r e s o u r c e s .  F u r t h e r ,  w e  w o u l d  u r g e  the a d d i t i o n  of g r a v e l  as an 
e x a m p l e  to be c l e a r  t h a t  is i n c l u d e d .  If w e  c a n  p r o v i d e  
a d d i t i o n a l  c o m m e n t s ,  p l e a s e  d o  not h e s i t a t e  to c o n t a c t  us.

S i n c e r e l y

J d g o b  A d a m s ,  P r e s i d e n t
A R C T I C  S L O P E  R E G I O N A L  C O R P O R A T I O N

ANAKTUVUK PASS ATKASOOK BARROW KAKTOVIK NUIQSUT PT HOPE PT LAY WAINWRIGHT
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A S S E S S M E N T  D E P A R T M E N T

March 0, 1989

House Community 4 Regional 

Affairs Committee 
P.O. 3ox BH 
Juneau, AK. 99811

Dear Committee Members:

The Matanuska Susitua Borough :trcngiy .supports HB155. We are a resource rich 
borough with very present iwttrar.eaa of the dilemmas regarding reaource 
inventory regarding timber. Let ca illustrate what current law requires and 
wny taxation of resources ir.cl.%ce anculd be changed through passage of this 
bill.

I. Consider ycur roaotion if your f.asast'or came to /ou and said:

Tou have 30 ‘rocs around ycur hose; that -quates to 1C cords of 
firewood, at $40.00 a com. The inplace resource value of trees is 
*400.00, therefore ve iro adding $400.00 to your annual assessment.

Conversely if you cue down troes; the assessor cays 70U have S number 

of stumps — - therefore your assessment i3 reduced.

Burprisingly this is ■>. realistic ixtansion of what current Title 29 requires. 
This is also true cf ether rescurcas; imagine the case of gravel, gold, ooal, 
coat, otc. Any resource that r.as potential prsser.t or future value, even wild 
crass v'nicm oould ha harvested for nay.

II. Unexplored resources present a diffarent probiaa:

For instanoa, everyone 'crowm coal soaca exist in the Suaitna River 
basin but vhare, how much, c-r what quality would require extensive 
drilling and sampling. Whnther those uasas transverse taxable property 
in the area is completely unknown or within the Borough'a or Btate'o 
reasonable oapaoity to identify.

Tome exploration has cucurrad and statements msdo that the 5TU value of 
those reserves equal 3TU value o f  Prudho Bay Oil. If true, untaxed 
reaource valua ^xooeds t o t a l  value of the Borough by many times. As 
the isoeeeor I would be vary presumptuous to tax private property based 
on speculation that comeday higfcost -md be3t one nay be for coal
axr.raction, Aoourr.to e x p lo r a t i o n  information ranxs vary r.igh on the 
list of industry saoratn so the Btata found in relation to oil and gas 
reserves. The State's solution va3 a severance tax, vftioh 13 also a 
better solution for municipalities.
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III. finally, I'll give you :ho :*xas?Ia of Some:

Alaska Bold Company cwr.a mining :luime uador subdivisions. What ia the 
value of the gold vs the value of displacing whole subdivisions to 
obtain it. This illustrates th* very complex issue cf surface and
subsurface estates -<nd decisions required as regards .‘hen the highest
ana test use of one ?state supersedes the other. Also, it raises the 
question of divisicr property value of the two estates when
ownership is divided.

Thsoe examples are all preliminary complexities assuming one can determine a
•ralua par unit of rasouroa 'ofLooting markets, infrastructure, feasibility and
capitalization required. As you can see, it would be prudent for the
•municipality required to "aluo resources ir.piace to clan or. employing 
foresters, geologists and a bunch :f attorneys.

-.side from the alsost comical prctlims of implementing a program of ’unknown
•..-.place resource taxation, '-he real issue is that of equity cf State DCRA full
~alue latermination of untaxad or -scaped inplace resource value. Thi3 is the 
.-•rSicr this bill is .-if era you. 1.*. ôme oases resource values are known; MSB 
timber inventory 3tudios, :r.d '.fishbone -ill coal reconnaissance, TP3 Beluga 
coal exploration, Junaau gold uir.ea, Mere gold fislda, etc., but what resource 
•iecosits canr.ot bo estimated r:cr .ccurately determined to be -scaped property 
1 7 the State Assessor. And -hat :-ffoot will bha addition of some, cut not all, 
resource values have on equitable School foundation Funding distribution and 
fever.ua Sharing distribution. '"base >.ra tha i3suQ3 thi3 bill caek3 to resolve.

Thin summarises ‘he reasons the passage of thi3 bill is supported by unanimous 
resolution of the Alaska Municipal ueacuo, Alaska Association cf Assessing 
Officers end Alaska Association of Municipal finance Officers.

Please: : S.. PASS

S i n o e t ’

Gary An Lewis
Matanuoka-Suoitr.a Borough Assessor 
AH. Taxation A finance Tone. Co-Chair

V3
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row FINK, MAYOR
OFFICE OF THE MAYOR

M a r c h  21, 19 8 9

'The H o n o r a b l e  R e p r e s e n t a t i v e  E i l e e n  M a c L e a n  
S t a t e  o f  A l a s k a  
P o u c h  V
Juneau, A l a s k a  9 9 8 1 1

Re: H o u s e  B i l l  No. 159 - E x e m p t i o n  of N a t u r a l  R e s o u r c e s  in P l a c e

T e a r  R e p r e s e n t a t i v e  M a c L e a n :

Yo u  h a v e  a s k e d  for t h e  p o s i t i o n  of t h e  M u n i c i p a l i t y  of A n c h o r a g e  
r e g a r d i n g  H o u s e  3 i l i  No. 159 w h i c h  e x e m p t s  f r o m  t a x a t i o n  
u n d e v e l o p e d  n a t u r a l  r e s o u r c e s  in place.

T h e  M u n i c i p a l i t y  i n t r o d u c e d  a r e s o l u t i o n  at  t h e  A l a s k a  M u n i c i p a l  
L e a g u e  at F a i r b a n k s  in N o v e m b e r  s u p p o r t i n g  t h i s  t y p e  of
e x e m p t i o n .  A l t h o u g h  A n c h o r a g e  is n o t  c o n s i d e r e d  one of t h e
r e s o u r c e  r i c h  m u n i c i p a l i t i e s  in t h e  S t a t e ,  it is o u r  p o s i t i o n  
t h a t  f a i l u r s  to  p r o v i d e  t h i s  e x e m p t i o n  c o u l d  b e  c o s t l y  t o  t h o s e  
w h i c h  are r e s o u r c e  rich. T o  m y  k n o w l e d g e ,  t h e r e  is no 
m u n i c i p a l i t y  in t h e  s t a t e  w h i c h  a s s e s s e s  a n d  t a x e s  u n d e v e l o p e d  
r e s o u r c e s  in p l a c a  d u e  to t h e  c o m p l e x i t y  o f  a s y s t e m  a n d  t h e  
e x p e n s e  r e q u i r e d  to m a k e  v a l u e  d e t e r m i n a t i o n s .

It is o u r  u n d e r s t a n d i n g  t h a t  if s u c h  an e x e m p t i o n  is n o t
m a n d a t e d ,  t h e  S t a t e  A s s e s s o r ' s  o f f i c e  w i t h i n  C o m m u n i t y  & R e g i o n a l  
A f f a i r s  w i l l  b e  f o r c e d  to m a k e  an e s t i m a t e  of  t h e  v a l u e  (at an 
u n d e t e r m i n e d  c o s t  to t h e  t a x p a y e r s  of t h e  state) a n d  i n c l u d e  t h a t  
v a l u e  in t h e  full v a l u e  d e t e r m i n a t i o n  w h i c h  h i s  o f f i c e  p r e p a r e s  
e a c h  year. If t h a t  v a l u e  w e r e  i n c l u d e d ,  m a n y  m u n i c i p a l i t i e s  
w o u l d  r s a l i z e  a r e d u c t i o n  in r e v e n u e  s h a r i n g  a n d  e d u c a t i o n a l  
a s s i s t a n c e .

It is for t h e s e  r e a s o n s  t h a t  t h e  M u n i c i p a l i t y  of A n c h o r a g e
s u p p o r t s  the p a s s a g e  of  H o u s e  Bi l l  159.

S i n c e r e l y .

T o m  F i n k  
M a y o r



ATTACHMENT B
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M a t a n u s k a - S u s i t n a  B o r o u g h
VV\ P.O. B O X  1608. PALMER, ALASKA 99645-1608 « P H O N E  745-9682( !

B O R O U G H  M A Y O R  

December 10, 1988

C

*-‘r 0 ! > '
The Honorable Stev£ Cowier ' ' I  ■ -
Governor, State of Alaska
P. 0. Box A, Mail Stop 0101
Juneau, AK. 998)1-0101 ’* ,

Dtar Governor Cowper*

SUBJECT: Tax ExeaDtion of Resources In Place

A Resolution for the state to pass legislation exempting natural_resource3 in place frcn 
property taxation was aaoptoo Dy AML. in November (attached).

This emanates from realization that DCRA ha3 not appraised or included value of untaxcd
or Inventoried natural resources ill Tull Value Determination for munioi pal i tico,
Likewise, because of cost of inventory and lack of verification of amount and value of 
particularly subsurface resources, municipalities have not taxed this form of property 
interest.

The issue arises as, due to AHSCA, subsurface and surface rights are divided between 
local and regional native owners. There are cases where mineral extraction causes 
identifiable taxable resouroes.

Currant thought in that the oxemption of in place natural resources will:

Avoid tremendous administrative costs involved in identifying and valuing
tinprrnjon roncnr-non hnth h y  the. state nnd muni oi pa 11 tien.

and;
Avoid onerous disruption of formula funding program distributions between 
resource rich and resource poor municipalities,

A more reasonable, equitable and less regressive method of taxation appears to be 
severance tax applied to natural resources at time of production;

Tt rorvijnWpi n H H t . y  hn pny nh time of marketability.

It will not punish 'funding formulas) those municipalities which Inventory 
and identify natural resources in efforts to diversify economic base.

It is much simpler to administer at the local level.

These nay be the racie reasons why the State opted to tax Oil and Gas reserves 
through n severance tax. The Matanuska-Susitna Boi ovign urges your reconsideration 
of the introduction of legislation exempting resources in place, even with an option 
*v.-if -.imiolwltMpn arlnnt n Nfivprnnrn tax in lieu of Drocertv tax.

Sincerely,

Dorothy Jones^Mjjyor 

cc: Scott Burgess - AML Executive Director
Cary i.nui«i - TnvaLlon It riiMtnuo Co-Cheii roan



S T E V E  C O W P E R ,  G O V E R N O R

(  I*T. O F  < ( | M : t l U . M T Y  «St I t M . i O W l  A F F A I I t S

M U N I C I P A L  2. R E G I O N A L  A S S I S T A N C E  D I V I S I O N

Z  949 E . 36(ft A V E N U E .  S U I T E  4 0 0  
A N C H O R A G E .  A L A S K A  9950 8 - 4 3 0 2  
P H O N E :  (907) 567-6565

Z  PO. B O X  B H
J U N E A U .  A L A S K A  998)7-37 (0 
P H O N E :  1 9 0 7 )  *765-4 750

Z  P O  B O X  J I B
B E T H E L .  A L A S K A  99559-03*16 
P H O N E  1 9 0 7 )  543-3475

Z  7 1 0  M I L L  B A Y  R O .
K O D I A K .  A L A S K A  9967 5-6340  
P H O N E  1 9 0 7 )  486-5735

P  0  S O X  7 9 5
D i l l i n g h a m  a l a s k a  99575-0395 
P H O N E :  1 9 0 7 )  843-5735

P  0 .  B O X  350
K O T Z E B U E .  A L A S K A  99753-0350 
P H O N E -  (907) 443-3695

7007 N O B L E  S T  S U I T E . 430 
P A I R B A N K S .  A L A S k A  S970> 4548 
P H O N E .  1 9 0 7 )  453-7(35

P O  B O X  47
N O M E .  A L A S K A  99753-004T 
=*ONe (907) 44 3-5457

M a r c h  15, 1989

C

Ken J o h n s o n  
L e g i s l a t i v e  A i d e

R e p r e s e n t a t i v e  San G o t t e n 1s O f f i c e  
P o u c h  V
June a u ,  AK 9 9 811 

Dear Mr. J o h n s o n :

You have a s k e d  -or the t e c h n i c a l  p o s i t i o n  of our o f f i c e  
r e g a r d i n g  the e f f e c t s  of s p o n s o r  s u b s t i t u t e  for H o u s e  3ill 159 
on the p o w e r  of the S t a t e  of A l a s k a  to lavy t a x e s  a g a i n s t  
n a t u r a l  r e s o u r c e s  in place. The b i l l  c l e a r l y  s t a t e s  th a t  the 
t e m p o r a r y  tax e x e m p t i o n  p r o v i d e d  for is f r o m  t a x a t i o n  by 
m u n i c i p a l  g o v e r n m e n t s  only. The S t a t e ' s  a u t h o r i t y  to levy t a x e s  
a g a i n s t  t h e s e  r e s o u r c e s  is not a f f e c t e d  in any w a v  by th i s  
l e g i s l a t i o n .

If you ha v e  o t h e r  q u e s t i o n s ,  or if we can a s s i s t  you on o t h e r  
m a t t e r s ,  p l e a s e  feel free to c o n t a c t  me.

S i n c e r e l y ,  ^ ^
/

M i c h a e l  W. W o r l e y  
S t a t e  A s s e s s o r

cc: R e p r e s e n t a t i v e  R i i e e n  M a c L e a n

• pJ( n



P r e l i m i n a r y  D r a S t  ,» P r e l i m i n a r y  D r a £ l t  ... P r e l i m i n a r y  D r a S t

O U T L I N E  F O R  R E S O U R C E S  IN P L A C E  S T U D Y  

Division of Labor:

J u n e a u  D C R A

1. Develop current practices questionnaires and mail to lower 48.

2. Develop current practices questionnaires and mail to all Alaska municipal 

assessors.

3. Coordinate and compile all incoming information and draft fir tl report.

4. Develop recommendations (if any) to Legislature in conjunction with A M L  

and D O R .

A n c h o r a g e  D C R A

1. W o r k  with D N R  and local groups to estimate type and quantity of natural 

resources in Unorganized Borough.

A laska Municipal L e a g u e

1. Attempt to quantify resources in place in respective jurisdictions (working 

with local assessors).

2. Describe methodology they would use in trying to estimate values of 

resources.

3. Estimate values of quantified resources.

D e p a r t m e n t  of R e v e n u e

1. Survey different types of taxation (excise, severance, income, etc.) in other 

states.

2. Investigate bonding impact to State (if any).



E s t im a te d  T im e  L in e s  for R e s o u r c e s  in P la c e  S tu d y

5/90 6/90 7/90 W90 9/90 10/90 11/9 0

D evelop  and  Mail 
Q uestionn a ires

12/90 1/9 1 2/91 3/91

Estim ate Natural R e so u rc e s  In Unorgan ized Borouc

Quantily and V alue Natural ■  ----------------- R e sou rce s In T ax ing  Ju r isd ic t io n s  ^
■ “

4/91 5/91 6/91

In vestig ate  Bond ing 
Impact I ^

Com pile Questionnaire
R e su lts

7/91 8/91 9/91 10/91 11/9 -

Draft F inal Report 
and R ecom m endation s

12/91



OUTLINE ISSUES

Natural resouces "in place" have not been a traditional part of local 
government taxation in Alaska, although they form a substantial part of 
local government tax bases in some counties and cities in other states.

However, total exemption of this potertial source of revenue from 
possibility of taxation may have very serious consequences.

Existing local governments, particularly borough governments, are 
existing organizations with staff, funding, and political access to deal 
with changes in their revenue base— if a major revenue source declines or 
is lost, they can shift to another. Since these existing boroughs do not 
depend on taxation of natural resouces in place today, they are not
likely to be greatly affected by an outright exemption.

The real difficulty comes in for local governments that are not yet
formed. Natural resources, and their taxation, are likely to be the only 
real possibility of a tax base that would allow or encourage formation of 
boroughs in the unorganized area of the state.

Prohibition of allowing taxation might simply mean prohibition of any 
meaningful local governments in the unorganized borough. No dough, no go.

In order to encourage local government formation, we must be careful 
to make sure we provide the maximum opportunity for people in rural 
Alaska to control their own local affairs.

Excepting the natural resource value from the full and true value
count will leave the present scheme intact, and set no unfortunate 
precedent of prohibition. During this interim exemption, a study can be 
made that looks at more than limiting local government taxes on natural 
resouces, which would be too narrow a focus. The study should include a 
look at what the alternatives would be or should be if local governments 
are prohibited in whole or in part from a property tax. On Natural 
Resources in place. Specific statutory authorization for a severance tax 
or a net profits tax might well be the proper alternatives, but they must 
be looked at.

Finally, we should make sure that the people who have the most to 
lose by any prohibition, or the most to gain if viable local government 
can be created, are given a solid right to participate in the study.
These are the people from the unorganized borough. We must make sure they 
are not disenfranchised.



P.O. Box V 
State Capitol 

Juneau, Alaska 99811 
(907) 465-4978/4979 
FAX (907) 465-2652

Senator Riek Halford 
Senator Arliss Sturgulewslti
Senator Rick Uehling A p r i l  6, 199 0
Senator Fred Zharoff

M E M O R A N D U M

TO: T a m  C o o k ,  L A A  L e g a l

F R OM: S e n a t o r  M i k e  S z y m a n s k i  

RE: A m e n d m e n t s  t o  H B  159

Senator Mike Szymanski, Chair

Alaska State Legislature
SENATE

Sperial Committee on International Trade and Tourism

P l e a s e  a d d  t h e  f o l l o w i n g  a m e n d m e n t s  t o  S B  159:

1) l i n e  16: a f t e r  " i n c l u d i n g , "  a d d  " b u t  n o t  l i m i t e d  t o , "

2) d i r e c t  t h e  D e p a i‘'.ment of C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  to
i n c l u d e  t h e  f o l l o w i n g  p o i n t s  i n  t h e  st u d y :

a) a t  w h a t  p o i n t  a r e  r e s o u r c e s  in p l a c e  a s s i g n e d  v a l u e ?
If it is w h i l e  t h e  r e s o u r c e s  a r e  s t i l l  in place, t h e n  a s t a n d a r d  
a s s u m p t i o n  m u s t  b e  e s t a b l i s h e d  t o  d e t e r m i n e  va l u e .  F o r  t i m b e r ,  t h e  
v a l u e  w o u l d  b e  b a s e d  o n  d e s i g n a t e d  a r e a s  w h i c h  h a v e  b e e n  c r u i s e d  
for v a l u e .  F o r  m i n e r a l  r e s o u r c e s ,  t h e  v a l u e  w o u l d  b e  b a s e d  on 
w h e t h e r  the d e p o s i t  is u n d e r  d e v e l o p m e n t  o r  h a s  b e e n  p r o v e n  a n d  
a n n o u n c e d .

b) h o w  d o  o t h e r  s t a t e s  t r e a t  s i m i l a r  i n - p l a c e  r e s o u r c e s ?



f M

ta te  le g is la t u r e
Senator Mike Szymanski

A p r i l  4, 1 9 9 0

While in Session: 

PO. Box V  

Juneau, Alaska 99811 

(907) 465-4978

Interim: 

ill I C  Sneer, Suite 510 

Anchorage, Alaska 94503 

(907) 561-7617

or

lt>5 E. Parks Hiehssav 

Vasilla. Alaska 99687 

(907) 376-645)

M E M O R A N D U M

TO: T a m  C o o k ,  L A A  L e g a l

F R O M :  S e n a t o r  M i k e  S z y m a n s k i  

RE: A m e n d m e n t s  t o  H B  159

H e r e  is t h e  a m e n d m e n t  l a n g u a g e  w h i c h  I w o u l d  l i k e  t o  h a v e  
i n c o r p o r a t e d  i n t o  a CS f o r  H B  159. I w o u l d  a l s o  l i k e  y o u  t o  a d d  
a p u r p o s e  s e c t i o n  t h a t  o u t l i n e s  t h e  i n t e n t  o f  t h e  CS.

Senate District E

M.il-Su Bun iukIi • Su Anthoniue • Bird/lnJun • GirJ\w»*J • Nikitki • l.**opcr LinJinu • Hope * ?c\Mni • Prince \X illi.im S»*urJ
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A M E N D M E N T  T O  S C S  S S  H B  1 5 9  ( R e s o u r c e s )

Page l, l ines 25-28:

Delete all material and Insert:

"(b) In conducting the study under (a) of this section, the 
Department of Community and Regional Affairs shall conduct the study in 
concert with the Department of Revenue and the Alaska Municipal League. 
The Department of Community and Regional Affairs will form an advisory 
group consisting of representatives of communities outside of the 
organized boroughs to advise in the design and e..cution of this study. 
By January 15, 1992, the"



A M E N D M E N T  T O  S C S  S S  H B  1 5 9  ( R e s o u r c e s )

Page l, line 24,

Delete "municipality" and insert "municipality;" 

Page l, after line 24;

Insert:

"(5) alternative taxes for local governments."



AMENDM: TS TO SCS SS HB 159 (RESOURCES)

NEW LANGUAGE FOR SECTION ONE

Secti0,1 1. TEMPORARY EXEMPTION OF NATURAL RESOURCES IN PLACE FROM FULL AND 
TRUE VALUE DETERMINATION. The full and true value of natural resouces in 
place, including proven or unproven mineral or other deposits of valuable 
materials and timber stumpage, are exempt from inclusion in the full and true 
value determination under AS 14.17.140 (Determination of full and true value 
by the Department of Community and Regional Affairs) and AS 29.60.030 
(Determination of millage rate equivalent) unless the property is assessed by 
the local government under AS 29.45 (Municipal Taxation). The primary purpose 
of this exemption is to provide the necessary time for an orderly and 
comprehensive study of the issues relating to an exemption of natural 
resources in place from property taxation by municipalities.



O f f e r e d :  3 / 5 / 5 0  6 - G 7 2 3 H

R e f e r r e d ;  R u l e s

Original j?on :c r (3 ) ;  PE?. VACL3AK, Cate, Zav4c.';i

1 IK  IiCS HOUSE BY THE RESOURCES CCWMX77S2
2 SENATE C3 70S SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 159 (EbSC.irct-s)
3 IN THE LEGISLATURE Of THE STATE OF ALASKA
4 SIXTEENTH LEGISLATURE - SECOND SESSION
i A BILL
6 For in  Act e n t i t l e d :  "An Act r e l a t i n g  to  cn exemption from m un ic ipa l
7 p ro p e r ty  t e r t i a n  f a r  n a t u r a l  r u s o u ro f s  i ; i  p la tte ; and
8 p ro v id in g  f o r  an e f f e c t i v e  d a t e . "
9 BE IT SKaCTSU B" THE LEGISLATURE OF THE SIATE OF ALASKAr

10 * S e c t io n  I .  TEMPORARY 7AA EXEMPTION. N a tu ra l r e sou rc e s  in  p la c e ,
11 in c lu d in g  p roven  o r  unproven o i n a r a l  and o th e r  d e p o s i t s  o f  v a lu a b le  mace-
12 r i a l s  ar.d t imber stump-age, a re  caercpt from  p ro p e r ty  t a x a t io n  by a munic-
12 i p a l i t y .
14 - Sec. 2 , STUDY AND F.5F0F.T. ( a )  The Department o f  Cntrnnuuiby and
15 f .c s in n a l  A ft' .t ira  s h a l l  study and c rxpa ro  tb s  p o t e n t i a l  e f f e c t s  o f  v a r io u s
IS n a tu r a l  re sou rc e  t a x a t io n  o p t i c m  in c lu d in g ,  k-uT r^-i- \ I 4\oC
17 ( I )  t o t a l  csesipticn, from m un ic ipa l p ro p e r ty  t a x a t i o n  f o r  n a tu ra l
18 re sou rc e s  in  p la c e ;
IS ( 2 )  p a r t i a l  exemption from m un ic ipa l p ro p e r ty  t a x a t i o n  f o r
20 n a t u r a l  re sou rc e s  i n  p la c e ;
21 ( 3 )  no e xcep t io n  i r o n  mun ic ipa l p ro p e r t y  t a x a t io n  f o r  n a tu r a l
22 re s ou rc e s  in  p la c e ;

i - 3  >4) t o t a l  o r  p a r t i a l  exemption from m un ic ipa l p ro p a r ty  t a x a t io n
/F"

Z'r f o r  n a t u r e ;  .resou rces in  p lace  a t  the op t ipn  o f  e^ch m u n ic ip a l i t y /  c^nj.
£5} oticr  *tu csr /vshjrti: n ta oA T o i \n pUc<e.

(b ;  ;n  conducting the study under (a )  o f  t h i s  s e c t io n *  the Dspsrsr. nt

26

27

o f  G oc run ity  and R eg ion a l A f f a i r s  s h a l l  c on su lt  v.-ith the Department o f  
J o r  0-V\*,a.rV - I  S c o t  Ju'<.Aci.'vnviv\V. t£SL ^ £ )2Revenue*ana the A la ska  Munic ipa l Leesue. ^ By January 15 , 1992 ,

25 Department of Community and Regional Affairs shall report to the Icgtsl 

29 cure its finding: and reccirxisndations regarding municipal property tax-ct:

HS21S5C - 1 *  SC3 SSHB 1 3 ? ( * c 3 '



L)

1 o r  n a t u r a l  re sou rcc3  l a  p la c e .
1 Sec. 3. This A : t  ia  r e p e a le d  J u ly  1 ,  1992.

S tc . *. 7nis Act takes e f f e c t  irwediately under AS 01.10.070(e),
I

2SI
' h i  sW4j *Ul -kki- !<d» +/,£, eMLfls.1 (

e . . « * s  <*r ® W o p m v i -  w  A U k .  K i r k  « » « e *
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FAX HO. 9072787997APR-10-90 TUE 10:56 ALASKA MINERS ASSOC

ALASKA MINERS ASSOCIATION, INC.

sshbl59.bor
4 / 1 0 / 9 0

TESTIMONY on CS for SSHB 159 (Resources) 
and on CS for SSHB 159 (C&RA) 

NATURAL RESOURCES EXEMPT FROM PROPERTY TAX

The Alaska Miners Association supports the Resources Committee 
substitute for HB 159 with some minor changes and we appreciate 
the opportunity to testify in favor of it,

General Comments

We are very concerned regarding the inplace taxing of minerals. 
The entire exploration process is one of trying to learn what 
ain-Tals are present, where they are concentrated, what mining
me" ods and which metalurgical processes will be required to
pr .ace them at a profit. The mere existence of minerals does
not mean that it will be economically feasible to develop them.

Taxing the minerals in the ground would place a tremendous burden 
on the owner and cn the municipality to show what is or is not
there. This effort would also detract from the goal of bringing
the project into production. The effect would be that marginally 
economic projects or projects with geologic uncertainties, ore 
grade uncertainties, metalurgical uncertainties, or other 
disadvantages would not be explored. Companies would not be 
willing to pay taxes on projects that fit these situations. It 
has been estimated that only one out of every 1000 prospects 
explored actually becomes a producing mine.

The burden from taxing inplace resources falls on the companies 
and individuals that do not yet have revenue fro*', their resouces. 
Personal initiative and entrepreneurial effort are prized 
attributes in Alaska, but taxing inplace -esources would block 
such efforts.

Investors will simply take their funds to Indonesia, the 
Phillipines, etc. and the mineral wealth of Alaska will not be 
developed. Along with that, the potential jobs both in the rural 
areas at the minesite and in the service centers of Fairbanks, 
Anchorage and Juneau will be lost.

It is therefore important that the taxing of inplace resources 
not be allowed and that the topic be thoroughly evaluated to 
understand its true consequences.
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Specific Comments Regarding the C&RA Committee Substi tnte and the 
Resources Committee Substitute

We recommend that the C&RA Committee substitute be removed and 
replaced with the Resources Committee substitute*

We feel that the Community and Regional Affairs substitute 
reduces the clarity of the bill. In the new Section 1 PURPOSE, 
that substitute adds the phrase "full and true value". "Full and 
true value" is a real estate term but has no meaning in the
minerals industry or in the courts regarding resources and is
dependent on the assumptions and viewpoint being taken. "Market
value" is a workable and definable terra regards natural 
resources. The phrase "full and true value" should therefore be 
dropped.

In the C&RA substitute, Section STUDY AND REPORT states in (a) 
"...study and compare the potential effects of various natural
resource taxation options." The real issue and concern is that
determining the "value" of inplace is not feasible or workable 
and that inplace taxation is a serious disincentive to 
developing minerals. This was described above in my general 
comments. Alternatives other than inplace taxation must also be 
addressed. Item (5) should be replaced with the words
"alternatives other than taxation of natural resources inplace ".
If the study addresses only variations of inplace taxation it 
will not answer the real questions.

A n o t h e r  w o r d  c h a n g e  is n e e d e d  in S e c t i o n  3(a) w h e r e  in the f i r s t
p a r a g r a p h  it now r e a d s  "... t a x a t i o n  o p t i o n s  i n c l u d i n g " .  T h i s
s h o u l d  be c h a n g e d  to read " . . . t a x ?  i o n  o p t i o n s  i n c l u d i n g  but n_ot 
l i m i t e d  t o " .

Another change is needed in Section 3 to where the Department 
of Natural Resources and the Department of Commerce and Economic 
Development along with the Department of Revenue should be a part 
of the study and report preparation. Inclusion of these two 
departments will help insure that the study provides a true and 
accurate report.
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D e a r  S e n a t o r  Szy m a n s k i :

P e r  y o u r  r e q u e s t ,  a t t a c h e d  is M a y o r  G r e e n e ' s  s t a t e m e n t  f o r  
the record. A l t e r n a t i v e  l a n g u a g e  for S e c t i o n  3(a)(5) f o l l o w s :

(5) r e v e n u e  a l t e r n a t i v e s  f o r  m u n i c i p a l i t i e s  r e g a r d i n g  
n a t u r a l  r e s o u r c e s  in p l a c e  o t h e r  t h a n  p r o p e r t y  t a x a t i o n  a n d  the 
i m p a c t s  o f  s u c h  a l t e r n a t i v e s  o n  b o t h  t h e  i n d u s t r y  a n d  
m u n i c i p a l i t i e s .

P l e a s e  u n d e r s t a n d  t h e  p e r s p e c t i v e  o f  t h e  N o r t h w e s t  A r c t i c  
B o r o u g h .  T h e  A s s e s s o r  h a s  i n f o r m e d  u s  t h a t ,  if l e g i s l a t i o n  is 
n o t  a d o p t e d  t h i s  s e s s i o n ,  h e  i n t e n d s  t o  a s s e s s  r e s o u r c e s  in 
place. As you s u g g e s t e d  at the h e a r i n g ,  t h e  N A B  d o e s  n o t  w a n t  to 
w a s t e  f u n d s  s u i n g  t h e  S t a t e  o v e r  t h i s  i s s u e .  It is a b s o l u t e l y  
e s s e n t i a l  th a t  s o m e  type of r e s o u r c e  e x e m p t i o n  l e g i s l a t i o n  p a s s  
t h i s  session! It is our h o p e  that R e v e n u e ,  the A s s e s s o r ,  a n d  the 
C o m m i t t e e  w i l l  b e  a b l e  t o  r e s o l v e  t h e i r  d i f f e r e n c e s .

T h e r e  is a d i f f e r e n c e  b e t w e e n  t h e  H o u s e  v e r s i o n  a n d  t h e  
C o m m i t t e e  S u b s t i t u t e .  T h e  B o r o u g h ' s  o b j e c t i v e  is t o  h a v e  
l e g i s l a t i o n  a d o p t e d  w h i c h  p r o h i b i t s  t h e  v a l u e  of  r e s o u r c e s  in 
p l a c e  f r o m  b e i n g  i n c l u d e d  i n  t h e  f u l l  a n d  t r u e  v a l u e  
d e t e r m i n a t i o n ,  p e n d i n g  t h e  s t u d y .  W e  u n d e r s t a n d  t h a t  b o t h  t h e  
A s s e s s o r  a n d  m i n i n g  i n d u s t r y  h a v e  d i f f i c u l t y  w i t h  t h e  p r e s e n t  
l e g i s l a t i o n .  H o w e v e r ,  f r o m  a p r a g m a t i c  p e r s p e c t i v e ,  the p r e s e n t  
l e g i s l a t i o n  m e e t s  the B o r o ugh's o b j e c t i v e ,  if it is passed.

A g a i n ,  t h a n k  y o u  f o r  y o u r  c o u r t e s y  a n d  d o  n o t  h e s i t a t e  t o  
c o n t a c t  the B o r o u g h  if w e  can be of  a n y  a s s i s t a n c e .

E n e l :
cc: M a v r r  G r e e n e  

S e n a t o r  A d a m s  
Rep. M a c L e a n



S T A T E M E N T  OF T H E  H O N O R A B L E  C H A R L E S  G R E E N E ,
M A Y O R  O F  T H E  N O R T H W E S T  A R C T I C  B O R O U G H  

B E F O R E  T H E  S E N A T E  C O M M U N I T Y  & R E G I O N A L  A F F A I R S  COMM.
O N  C S  F O R  H O U S E  B I L L  NO. 159, A P R I L  10, 1990

M R  C H A I R M A N  A N D  M E M B E R S  O F  T H E  C O M M I T T E E :

M Y  A P O L O G I E S  F O R  N O T  B E I N G  P R E S E N T ,  H O W E V E R ,  A  S U B S I S T E N C E  
M E E T I N G  I S  B E I N G  H E L D  I N  A N C H O R A G E  W H I C H  I S  A L S O  OF  I M P O R T  T O  O U R  
C I T I Z E N S .  I H A V E  A U T H O R I Z E D  MR. E R L I C H ,  B O R O U G H  A T T O R N E Y ,  T O  
P R E S E N T  T H E S E  C O M M E N T S  A N D  A N S W E R  A N Y  QUE S T I O N S .

T H E  L E G I S L A T I O N  Y O U  H A V E  B E F O R E  Y O U  W I L L  A F F E C T  T H E  
D E V E L O P M E N T  O F  N A T U R A L  R E S O U R C E S  W I T H I N  T H E  E N T I R E  S T A T E .  
A L T H O U G H  IT M A Y  I M P A C T  T H E  F O R M A T I O N  O F  N E W  B O R O U G H S ,  T H E  M A J O R  
E F F E C T  OF T H I S  L E G I S L A T I O N  W I L L  B E  ON  T H E  O R G A N I Z E D  BOROUGHS. IT 
I S  A B S O L U T E L Y  E S S E N T I A L  T H I S  L E G I S L A T I O N ,  P R O V I D I N G  F O R  A 
M A N D A T O R Y  T A X  E X E M P T I O N  O F  R E S O U R C E S  I N  PLACE, BE A D O P T E D  A T  T H I S  
L E G I S L A T I V E  SESSION.

T H E  S T A T E  A S S E S S O R  D E T E R M I N E S  T H E  F U L L  A N D  T R U E  V A L U E  (FTV) 
OF  E A C H  BOROUGH. IN A D D I T I O N  T O  O T H E R  L E G I S L A T I V E  M A N D A T E S ,  T H I S  
V A L U A T I O N  I S  P A R T  O F  T H E  R E Q U I R E D  4 M I L  L O C A L  C O N T R I B U T I O N  T O  
E D U C A T I O N .  T H E  U N O R G A N I Z E D  B O R O U G H  IS N O T  R E Q U I R E D  T O  M A K E  T H I S  
M A N D A T O R Y  4 M I L  C O N T R I B U T I O N  T O  E D U C A T I O N .  IT IS O N L Y  T H E  
O R G A N I Z E D  B O R O U G H S  W H I C H  A R E  R E Q U I R E D  T O  M A K E  T H I S  M A N D A T O R Y  
C O N T R I B U T I O N  B A S E D  U P O N  T H E  A S S E S S E D  VAL U A T I O N .

W I T H I N  T H I S  S T A T E ,  M A N Y  B O R O U G H S  H A V E  B O T H  D E V E L O P E D  A N D  
U N D E V E L O P E D  N A T U R A L  R E S O U R C E  P R O P E R T I E S .  T H E  N O R T H W E S T  A R C T I C  
B O R O U G H  IS  O N L Y  O N E  O F  T H E  M U N I C I P A L I T I E S  A F F E C T E D  BY T H I S  
L E G I S L A T I O N .  Y O U  A R E  A L L  A W A R E  O F  P O T E N T I A L  C O A L  A N D  O T H E R  
M I N I N G  D E V E L O P M E N T S  W I T H I N  T H E  STATE. P R E S E N T L Y ,  A L T H O U G H  T H E S E  
I N D U S T R I E S  A R E  V A L U E D  A N D  T A X E D  B A S E D  U P O N  T H E I R  D E V E L O P M E N T ,  
R E S O U R C E S  I N  P L A C E  A R E  N O T  V A L U E D  O R  T A X E D .  I T  I S  O U R  
U N D E R S T A N D I N G  T H A T  N O  M U N I C I P A L I T Y  P R E S E N T L Y  I M P O S E S  T A X E S  O N  
N A T U R A L  R E S O U R C E S  I N  P L A C E .  H E N C E ,  A N Y  A C T I O N  IN T H I S  A R E A  M A Y  
A F F E C T  T H E  F U T U R E  D E V E L O P M E N T  O F  T H E  S T A T E  BY  T H E  N A T U R A L  
R E S O U R C E  INDUSTRY.

T A X A T I O N  I S  T H E  M E A N S  B Y  W H I C H  G O V E R N M E N T S  F I N A N C E  T H E I R  
O P E R A T I O N S .  O N L Y  T H E  O R G A N I Z E D  B O R O U G H S  W H I C H  A R E  R E Q U I R E D  T O  
M A K E  T H E  M A N D A T O R Y  F O U R  M I L  C O N T R I B U T I O N  T O  EDUCATION. T H I S  IS 
O B V I O U S L Y  A N  A D D I T I O N A L  O B L I G A T I O N  F O R  L O C A L  G O V E R N M E N T ,  F O R  
W H I C H  A D D I T I O N A L  R E V E N U E S  A R E  REQUIRED.
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A L T H O U G H  M U N I C I P A L I T I E S  M A Y  C O N T R O L  E X P E N D E T U R E S ,  B A S E D  U P O N  
I N C O M E ,  T H E  M A N D A T O R Y  F O U R  M I L  E D U C A T I O N A L  C O N T R I B U T I O N  IS B A S E D  
U P O N  V A L U A T I O N  N O T  I N C O M E .  T H I S  IS A  S I G N I F I C A N T  P R O B L E M .  IF 
T H E  V A L U E  OF R E S O U R C E S  IN P L A C E  A R E  C O M P U T E D  A S  P A R T  O F  T H E  FTV, 
T H E N  O B V I O U S L Y  T H E R E  IS A  C O R R E S P O N D I N G  I N C R E A S E  I N  T H E  M A N D A T O R Y  
E X P E N S E S  O F  T H E  O R G A N I Z E D  B O R O U G H S  I N  M A K I N G  T H E  L O C A L  E D U C A T I O N  
P A Y M E N T .

A S  T H E S E  C O M M E N T S  I N D I C A T E ,  T H E  R E A L  P U R P O S E  OF  T H I S  
L E G I S L A T I O N  IS  T H E  S T U D Y ,  S E C T I O N  3! I T  IS I N T E N D E D  T H A T  T H E  
S T U D Y  W I L L  G I V E  Y O U  B O T H  P O L I C Y  A N D  P R A G M A T I C  O P T I O N S  T O  C O N S I D E R  
R E G A R D I N G  T H E  I S S U E S  OF V A L U A T I O N ,  T A X A T I O N  A N D  T H E I R  I M P A C T  O N  
B O T H  T H E  O R G A N I Z E D  A N D  U N O R G A N I Z E D  B O R O U G H S .  I T  I S  O U R  
E X P E C T A T I O N  T H A T  T H E  S T U D Y  W I L L  A D D R E S S  T H E  F O L L O W I N G  ISSUES:

1. T H E  S T U D Y  S H O U L D  M A K E  R E C O M M E N D A T I O N S  A S  T O  W H A T  
V A L U A T I O N  M E T H O D O L O G Y  W I L L  B E  U S E D  S T A T E W I D E .  A  U N I F O R M  
M E T H O D O L O G Y  M U S T  B E  USED. IF NOT, T H E  O P P O R T U N I T Y  F O R  A B U S E  A N D  
D I S P A R A T E  T R E A T M E N T  IS T O O  GREAT.

2. T H E  S T U D Y  S H O U L D  M A K E  R E C O M M E N D A T I O N S  A S  T O  W H E T H E R  
T H E S E  R E S O U R C E S  S H O U L D  B E  V A L U E D  A N D  S H O U L D  B E  P R A G M A T I C A L L Y  
B A S E D .  T H E R E  A R E  M A N Y  U N D E V E L O P E D  R E S O U R C E S  W I T H I N  T H I S  V A S T  
S T A T E .  IF M U N I C I P A L I T I E S  M U S T  A S S E S S  T H E S E  U N D E V E L O P E D  A N D  
S O M E T I M E S  U N K N O W N  R E S O U R C E S  T H E N  T H E R E  M U S T  B E  A  P R A G M A T I C  
M E T H O D O L O G Y  D E V E L O P E D .

3. T H E  I M P A C T  OF SU C H  V A L U A T I O N  A N D  M E T H O D O L O G Y  IN B O T H  T H E  
O R G A N I Z E D  A N D  U N O R G A N I Z E D  B O R O U G H  M U S T  BE E X A M I N E D .  W H A T E V E R  IS 
F I N A L L Y  DONE, M U S T  BE A C C O M P L I S H E D  I N  A  N E U T R A L  M A N N E R ,  S U C H  T H A T  
T H E R E  IS  N O  G R E A T E R  B E N E F I T  T O  D E V E L O P  R E S O U R C E S  I N  T H E  
U N O R G A N I Z E D  B O R O U G H  O V E R  T H E  O R G A N I Z E D  B O R O U G H  B E C A U S E  OF S T A T E  
V A L U A T I O N  O R  T A X A T I O N  POLICY.

4. S E C T I O N  3(a)(5), O N  P A G E  2, S H O U L D  B E  B R O A D E R  I N  S C O P E .  
T H E R E  IS P R E S E N T L Y  A N  A.G.'S O P I N I O N  R E G A R D I N G  T A X A T I O N  O F  
R E S O U R C E S  BY L O C A L  M U N I C I P A L I T I E S .  B R O A D E R  L A N G U A G E :  S U C H  A S  
" R E V E N U E  A L T E R N A T I V E S "  N O T  O N L Y  E X P A N D S  T H E  S C O P E  OF T H E  INQUIRY, 
B U T  A L S O  D O E S  N O T  S U B V E R T  T H E  P R E S E N T  A.G.'S O PINION.

B Y  E X P A N D I N G  T H E  S C O P E  O F  T H I S  S E C T I O N  T O  I N C L U D E  O T H E R  
A L T E R N A T I V E S ,  IN A D D I T I O N  T O  T A X A T I O N ,  A G R E E M E N T S  I N  L I E U  O F
T A X E S  C A N  A L S O  BE E X P L O R E D .  P R E S E N T L Y  A G R E E M E N T S  I N  L I E U  O F
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T A X A T I O N  A R E  O N L Y  R E C O G N I Z E D  F R O M  S T A T E  O R  F E D E R A L  ENTITIES. T H E  
A I D E A  S T A T U T E  A L S O  P R O V I D E S  F O R  S U C H  A G R E E M E N T S .  S U C H  A N  O P T I O N  
M A Y  B E  O F  V A L U E  T O  B O T H  T H E  O R G A N I Z E D  A N D  U N O R G A N I Z E D  B O R O U G H S  
A N D  S H O U L D  B E  EXPLORED.

S O  Y O U  C A N  B E T T E R  U N D E R S T A N D  T H E  P R A C T I C A L  S I T U A T I O N  
C O N F R O N T E D  B Y  T H E  N O R T H W E S T  A R C T I C  B O R O U G H ,  L E T  M E  B R I E F L Y  
D E S C R I B E  O U R  S I T U A T I O N .  T H E  A S S E S S E D  V A L U A T I O N  OF  T H E  B O R O U G H  
E X C L U D I N G  T H E  M I N E  I S  A P P R O X I M A T E L Y  $ 1 4 3  M I L L I O N .  T H I S  IS  
E S T I M A T E D  T O  BE APPR O X .  O N E - T H I R D  OF T H E  T O T A L  B O R O U G H  V A L U A T I O N ,  
I N C L U D I N G  T H E  MINE. T H I S  E S T I M A T E  D O E S  N O T  I N C L U D E  T H E  V A L U A T I O N  
O F  T H E  R E S O U R C E S  I N  P L A C E  A T  T H E  M I N E .

W I T H  T H E  I N C L U S I O N  O F  R E S O U R C E S  I N  P L A C E  A S  P A R T  O F  T H E  
V A L U A T I O N  F I G U R E ,  IT IS A N T I C I P A T E D  T H A T  O U R  L O C A L  C O N T R I B U T I O N  
T O  E D U C A T I O N  W I L L  C O R R E S P O N D I N G L Y  B E  I N C R E A S E D .  H O W E V E R ,  T H E  
U N C E R T A I N T Y  F R O M  N O T  K N O W I N G  W H E T H E R  R E S O U R C E S  IN P L A C E  W I L L  BE 
I N C L U D E D  IN T H E  V A L U A T I O N  A N D  T H E  V A L U E  OF S U C H  V A L U A T I O N  C A U S E S  
A N X I E T Y  I N  P L A N N I N G  O U R  L O C A L  O B L I G A T I O N S .

I C A N N O T  U N D E R S T A T E  O U R  C O N C E R N S  R E G A R D I N G  P O T E N T I A L  F E A R S  
R E G A R D I N G  T H E  I M P A C T  OF T H I S  STUDY. IF R E S O U R C E S  IN P L A C E  A R E  T O  
B E  V A L U E D ,  T H E N  T H E R E  M U S T  B E  A  U N I F O R M  M E T H O D O L O G Y  A N D  T H E R E  
M U S T  B E  A  U N I F O R M  I M P A C T  I N  B O T H  T H E  O R G A N I Z E D  A N D  U N O R G A N I Z E D  
B O R O UGHS. A D D I T I O N A L L Y ,  T H E  I S S U E  OF  D E V E L O P E D  A N D  U N D E V E L O P E D  
R E S O U R C E S  M U S T  B E  R E S O L V E D .  O U R  N I G H T M A R E  IS T H A T  A F T E R  T H E  
S T U D Y  IS C O M P L E T E ,  T H E  E F F E C T  O F  Y O U R  P O L I C Y  D E C I S I O N S  W I L L  B E  T O  
P R O M O T E  R E S O U R C E  D E V E L O P M E N T  I N  T H E  U N O R G A N I Z E D  B O R O U G H  W H I L E  
S T I F L I N G  S U C H  D E V E L O P M E N T  IN T H E  O R G A N I Z E D  B O R O U G H ;  Y O U  W I L L  
I N C R E A S E  T H E  O B L I G A T I O N S  O F  T H E  O R G A N I Z E D  B O R O U G H S  W H I L E  
T H E R E  IS N O  C O R R E S P O N D I N G  I N C R E A S E  I N  T P P O B L I G A T I O N S  O F  T H E  
U N O R G A N I Z E D  B O R O U G H  A N D  F I N A L L Y  y n n  V7J' F O R C E  T H E  O R G A N I Z E D  
B O R O U G H S  T O  F I N A N C E  S U C H  I N C R E A S E D  >NS W H I L E  I M P O S I N G  NO
S U C H  P R E S S U R E  O N  T H E  U N O R G A N I Z E D  BOPL Y*s.

I T  I S  O U R  H O P E  T H A T  T H E  R E S U L T S  OF  T H I S  S T U D Y  W I L L  P R O V I D E  
S U F F I C I E N T  I N F O R M A T I O N  T O  D E V E L O P  E Q U I T A B L E  P O L I C I E S  F O R  T H E  
O R G A N I Z E D  B O R O U G H S .  A C C O R D I N G L Y ,  I T  I S  E S S E N T I A L  T H I S  
L E G I S L A T I O N  BE ADOPTED. IT A L L O W S  US A L L  T O  F U R T H E R  E X P L O R E  THE 
I S S U E S  I N  A N  O B J E C T I V E  A N D  E Q U I T A B L E  M A N N E R .

MR. R I C H A R D  E R L I C H  IS A V A I L A B L E  T O  A N S W E R  ANY Q U E S T I O N S  Y O U  
MA Y  HAVE.


