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MEMORANDUM State of Alaska

Community and Regional A ffairs

to: Marty Rutherford DATE: A[)H| 28, 1988 qia'
Acting Deputy Commissioner y ' It
Municipal and Regional FILENO:  0252Q/JP p

Assistance Division
TELEPHONENO: 465-4750

THRU: subject: Exemption of
"in-place"”
natural reserves

from: Jim Plasman

Deputy Directc
Municipal and VRegional
Assistance Division

We have now received a copy of the Attorney General®s Opinion
requested by the Governor®"s Office on this matter. I have
discussed this matter with Mike Worley. The thrust of the
opinion 1is consistent with our belief that this property value
must be 1included in the local assessment roll ("we believe that
the present state assessor has correctly pointed out that ~in
place” natural resources may be included in municipal
assessments, and properly should be included.") However, we
are concerned that this point 1is not made strongly enough, in
terms of the local responsibility to do so under existing law,
i.e., "AS 29.45.110(a) allows for "in plac”®" natural resources
to be assessed . . . " (emphasis added) Our fear 1is that this
may be read to imply that municipalities may optionally include
or exclude these values, whereas these "in place” natural
reserves may not be excluded from the <full and true value of
property assessed by municipalities under existing law.

(Article 11X, Section 4 of the <constitution states in part
"exemptions may be granted by general law .. AS
29.45.010(c) requires "the [municipal property] tax must be
assessed, levied, and collected as provided in this chapter.")

It is our desire to seek legislation to address this situation
by making such 1in place natural resource reserves exempt from

local taxation. We believe this to be sound public policy for
.the following reasons:

1. It would be virtually impossible for many local
municipalities to accurately value such resources, opening the

potential for undervaluation and tax avoidance by the property
owner, especially if the resource is a major one.

2. It would be very costly for the state to accurately value
the resource for full and true value purposes¥*, requiring
additional resources of the nature of trained geologists to
assess the nature and value of such resources.



Marty Rutherford
April 78, 1988
Page T

3. Inclusion of such values would work a tremendous hardship
on municipalities such as the Northwest Arctic Borough, which,
because of the enormous potential value of the resources at the
Red Dog mine, would be forced to contribute many times its

current obligation forthe education foundation formula.
Additionally, the size of the local contribution would be such
that it may unbalance the formula beyond the equalization
limits vrequired by federal law to receive federal P.L. 874
funds.

4. It would reduce the temptation to municipalities to

unequally tax such a resource under a property tax as has been
tried in other jurisdictions.

5. It would not leave the jurisdictions without a source of
revenue Tfrom the resource, as municipalities have the power to
levy a severance tax, which would be easier to administer than
a property tax, 1in terms of this type of resource.

6. This proposal is consistent with various provisions of
existing law. For instance, AS 43.56.020(a)(3) exempts oil and
gas reserves from locae taxation. Section 21(d) of ANCSA
exempts property held oy native corporations fronm local

taxation wuntil it 1is either 1) developed or 2) leased to a
third party.

7. It statutorily recognizes the status quo.

The opinion states that "no liability attaches to the state for
failure to insist on the assessment of these resources at this
time." This would seem to give us the breathing room to seek a
legislative response to the situation.

However, we are soon to be faced with the situation that some
municipalities will be putting this property on their tax rolls
while others will net. We are aware of at least one and
possibly two municipalities in Southeast that have sent

assessment notices to property owners which 1include the value
of subsurface property rights.

That leaves us with the issue of what the policy of the state
should be between now and the time legislation 1is either
adopted or not enacted. We recommend the following elements:

1. In response to questions we would answer that we think such
property is taxable.

2. We do not intend to send letters of major error until we
have conclusively determined it is taxable.
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April 28, 1988
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3. We are seeking further clarification from the Attorney
General on specific issues including:

- how do we handle the issue of split
surface/subsurface rights (such as 1in the case of
ANCSA property split between the village and
regional corporations);

- how do we treat full value determinations for
municipalities which include resource reserve
valuation in their assessments;

- what 1is the extent of different resources the
proposed statutory exemption should cover.

4. We will not include natural resource reserves in place in
full and true value determinations because, 1in any case, we are
unable to value them and Jlack "substantial evidence"” to make
that determination.

5. We are seeking legislative clarification of the status of
such property.

This policy 1is consistent with the manner in which we handled
the 1issue of taxability of interests in Regional Native Housing
Authority property.

It is my intention to send a briefing memo withthis
information to Bob Evans sometime after session and offer to
sit down with him to discuss these 1issues and get started on a
legislative proposal for next year. In the meantime, we intend
to act in a manner consistent with the standards set out above.

cc: Mike Worley, State Assessor
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6-0223J
Original sponsor(s). REP. MACLEAN, Cato, Zawacki
IN THE HOUSE BY THE C&RA COMMITTEE

SENATE CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 159(C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "AnAct relating to an exemption from municipal
property taxation for natural resources in place, and
to a study of options for taxation of natural re-
sources by municipalities; and providing for an
effective date. 1
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. Itis the primary purpose of the legislature in
providing for a temporary tax exemption for natural resources in place to
gain the time necessary for an orderly and comprehensive study of the
issues relating to exempting natural resources in place from municipal
property taxation,

* Sec. 2. TEMPORARY TAX EXEMPTION. Natural resources inplace, includ-
ing proven or unproven mineral and other deposits of valuable materials and
timber stumpage, are exempt from property taxation by a municipality.

* Sec. 3. STUDY AND REPORT. (a) The Department of Community and
Regional Affairs shall study and compare the potential effects of various
natural resource taxation options including

(1) total exemption from municipal property taxation for natural
resources in place;

(2) partial exemption from municipal property taxation for
natural resources in place;

(3) no exemption from municipal property taxation for natural

resources in place;
(4) total or partial exemption from municipal property taxation
-1- SCS SSHB 159(C&RA)
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for natural resources in place at the option of each municipality,
(5) taxation of natural resources in place by munici
other than property taxation.

(b)  The Department of Community and Regional Affairs shall select
representatives of municipalities and of unincorporated communities in
boroughs and in the unorganized borough to advise in the design and exe-
cution of 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 with the Alaska Municipal League. The study must include
consideration of

(1) taxtreatment by other states of natural resources in place;

(2) the point in time that natural resourcesin place acquire a
value for tax purposes; and

(3) methods for determining the value of natural resources in
place that may be applied on a uniform basis in all municipalities.

(c) By January 15, 1992, the Department of Community and Regional
Affairs shall report to the legislature its findings and recommendations
regarding municipal property taxation of natural resources in place.

* Sec. 4. ThisAct is repealed July 1, 1992,
* Sec. 5. This Act takes effect immediately under AS01.10.070(c).

SCS SSHB 159 (C&RA) -2-
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Original sponsor(s): REP. MACLEAN, Cato, Zawacki
IN THE HOUSE BY THE C&RA COMMITTEE

SENATE CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 159 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an exemption irom municipal
property taxation for natural resources in place, and
to a study of options for taxation of natural re-
sources by municipalities; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 7. PURPOSE. It is the primary purpose of the legislature in
providing for a temporary tax exemption for natural resources in place to
gain the time necessary for an orderly and comprehensive study of the
issues relating to exempting natural resources in plac-e from municipal
property taxation.

* Sec. 2. TEMPORARY TAX EXEMPTION, Natural resources in place, includ-
ing proven or unproven mineral and other deposits of valuable materials and
timber stumpage, are exempt from property taxation by a municipality.

* Sec. 3. STUDY AND REPORT. (@)  The Department of Community and
Regional Affairs shall study andcompare the potential effects of various
natural resource taxation options including

(1) total exemption from municipal property taxation for natural
resources in place;

(2) partial exemption from municipal property taxation for
natural resources in place;

(3) no exemption from municipal property taxation for natural
resources in place;

(4) total or partial exemption from municipal property taxation

-1- SCS SSHB 159(C&RA)
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for natural resources in place at the option of each municipality;
(5) taxation of natural resources in place by municiy
other than property taxation.

(b)  The Department of Community and Regional Affairs shall select
representatives of unincorporated communities in the unorganized borough to
advise in the design and execution of 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 with the Alaska Municipal
League. The study must include consideration of

(1) tax treatment by other states of natural resourcesin place;

(2)  thepoint in time that natural resources in place acquire a
value for tax purposes; and

(3) methods for determining the value of natural resources in
place that may be applied on a uniform basis in all municipalities.

(c) By January 15, 1992, the Department of Community and Regional
Affairs shall report to the legislature i*s findings and recommendations
regarding municipal property taxation of natural resources in place. *

* Sec. 4. This Act is repealed July 1, 1992,
* Sec. 5. This Act takes effect immediately under AS01.10.070(c).

SCS SSHB 159 (C&RA) -2-
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Cook

AMENDMENT
OFFERED IN THE SENATE BY SEN. SZYMANSKI
TO: SCS SSHB 153(C&RA)

Page 2, line 8:

After "Revenue" insert ", the Department of Commerce and Economic
Development,’

Delete "with"

Page 2, lire 12

n

Delete "and"
Page 2, line 14, after "municip. lities":
Insert and
(4) potential effects of municipal property taxat
natural resources in place on the state's economy, affected indus-
tries, and employees of affected industries"

-1- 4127790
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Original sponsor(s): REP. MACLEAN, Cato, Zawacki
IN THE HOUSE BY THE C&RA COMMITTEE

SENATE CSFOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 159 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an exemption from municipal
property taxation for natural resources :n place; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. It is the primary purpose of the legislature in
providing for a temporary tax exemption for natural resources in place to
gain the time necessary for an orderly and comprehensive study of the
issues relating to exempting natural resources in place from municipal
property taxation.,

* Sec. 2. TEMPORARY TAX EXEMFTION. Natural resources in place, includ-
ing proven or unproven mineral and other deposits of valuable materials and
timber stumpage, are exempt from property taxation by a municipality.

* Sec. 3. STUDY AND REPORT. (a) The Department of Community and
Regional Affairs shall study and compare the potential effects of various
natural resource taxation options including

(1) total exemption from municipal property taxation for natural
resources in pface;

(2) partial exemption from municipal property taxation for
natural resources in place;

(3)  no exemption from municipal property taxation for natural
resources in place;

(4) total or partial exemption from municipal property taxation
for natural resources in place at the option of each municipality;

(5) taxation of natural resources in place by municipalities

-1- SCS SSHB 159 (C&RA)
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other than property taxation for purposes of determining whether a perma-
nent exemption from property taxation is the most desirable approach.

(b) The Department of Community and Regional Affairs shall select
representatives of municipalities and of wunincorporated communities in
boroughs and in the unorganized borough to advise in the design and exe-
cution of 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 with the Alaska Municipal League. The study must include
consideration of

(1) tax treatmentby other states of natural resourcesin place;

(2)  thepoint in time that natural resources in place acquire a
value for tax purposes; and

(3) methods for determining the value of natural resources in
place that may be applied on a uniform basis in all municipalities.

(c) By January 15: 1992, the Department of Community and Regional
Affairs shall report to the legislature its findings and recommendations
regarding municipal property taxation of natural resources in place.

* Sec. A This Act is repealed July 1, 1992,
* Sec. 5. This Act takeseffect immediately under ASO0L1.10.070(c).

SCS SSHB 159(C&RA) 9 _
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Original sponsor(s): REP. MACLEAN, Cato, Zawacki
/
IN THE HOUSE BY THE C&RA COMMITTEE

SENATE CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 159 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to determination of full and true
value of taxable property in a municipality, and to a
study of options for taxation of natural resources by
municipalities; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. It is the primary purpose of the legislature in
providing for a temporary deletion for natural resources in place from the
determination of full and true value to gain the time necessary for an
orderly and comprehensive study of the issues relating to exempting natural
resources in place from municipal prop0- cy taxation.

¥ Sec.2. TEMPORARY TAX EXEMPTION. The full and true value of natural
resources in place, including proven and unproven mineral or other deposits
of valuable materials and timber stumpage, may not be included in the full
and true value determination under AS 14.17.140 or the determination of the
millage rate equivalent under AS 29.60.030 for a municipality unless the
property is assessed by the local assessor under AS 29.45.110.

* Sec. 3. STUDY AND REPORT. (a) The Department of  Community and
Regional Affairs shall study and compare the potential effects of various
natural resource taxation options including

(1) total exemption from municipal property taxation for natural
resources in place;
(2) partial exemption from municipal property taxation for
natural resources in place;
(3) no exemption from municipal property taxation for natural
-1- SCS SSHB 159(C&RA)
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resources in place;
(A) total or partial exemption from municipal property taxation
for natural resoumerla}} lace I\%OdtehelloRN&?ofe (ﬁe?q/_ndxu?wicipality.;. N
taxation natural resources Min place by municipalities
other than property taxation,

(b) The Department of Community and Regional Affairs shall select
representatives of unincorporated communities in the unorganized borough to
advise in the design and execution of the study under (a) of this section.
The Department of Community and Regional Affairs shall conduct the study in
concert with  theDepartment of Revenue' and with the Alaska Municipal
League. The study shall include consideration of

(1) tax treatment by other states of natural resources in place;

(2) the point in time that natural resources in place acquire a
value for tax purposes; and

(3) methods for determining the value of natural resources in
place that may be applied on a uniform basis in all municipalities.

(c) By January 15, 1992, the Department of Community and Regional
Affairs shall report to the legislature its findings and recommendations
regarding municipal property taxation of natural resources in place.

* Sec. . This Act is repealed July 1, 1992,
* Sec. 5. This Act takes effect immediately underAS 01.10.070(c).

SCS SSHB 159(C&RA) -2-
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NORTHWEST ARCTIC BOROUGH
P.0. BOX 1110
KOTZEBUE, AK 99752
(907) 442-2500 | FAX 4422930

Statement of Dennis J. Tiepelman, Ass't to the Mayor,
Northwest Arctic Borough before the Senate Community and
Regional Affairs Committee, March 02, 1989

MISTER CHAIRMAN:

The Northwest Arctic Borough would 1like to go on record as supporting

Senate Bill 181. "An act relating to an exemption from municipal property
taxation for natural resources in place..."

The bill resolves an 1immediate 1issue if it iIs enacted into law: it will
exempt for a period of time a requirement that resources be assessed and

taxed of an unknown quantity and value on these same resources (e.g.
minerals).

The borough supports the concept that in-place resources be permanently
exempt in State law, but we recognize that it should be studied and a
report be made reflecting what these issues might be in the way of future
legislative recommendations. There are differing opinions.

The borough is part of the Alaska Municipal League which passed a
resolution in November, 198S urging the State legislature to seek
legislative remedy for anassessment of minerals in-place, and it is

currently required by the Department of Community & Regional Affairs,
State Assessors Office.

Knowing that the Department of Revenue, Department of Natural
Resources, and the Office of the Governor needsto look at the full
implication of exempting minerals-in-place, this Senate Bill 1S1 establishes
a process and allows an exemption to be 1in place until a final report and
legislation is enacted within two (2) years. This should allow ample
opportunities for other agency concerns to be addressed.

Ambler. Bucklend, Candle, Deering. Kiana. Kivalina, Kobuk, Kotxebuo. Noortak.
Noorvik. Selavrik. Shungnak



STATEMENT OF DENNIS J.TIEPELMAN

SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE
MARCH 02, 1989

PAGETWO

Northwest Arctic Borough does not 1in its current administrative structure
maintain an assessor"s office which may create a financial liability if no
exemption is immediately allowed. We are also acutely aware that the
proposed Red Dog mining project in our borough will go into production in

about a year, and no one knows 1its actual resource potential of lead and
zinc in terms of r alistic dollar amounts.

However, the authority to impose a property tax on 1improvements at the
mine site and the ability to impose a severance tax are much better
alternatives than requiring us to place an unknown or arbitrary value on

minerals-in-place. These other taxing mechanisms should be considered
viable remedies 1in 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 would have difficulty assessing what 1is the value of
minerals before 1t could ever be developedand extracted for use

elsewhere.

Other taxing districts throughout the State have similar problems, and 1
would wurge that an immediate exemption and a prepared vreport will

resolve any questions in due t;ne so that some unforeseen future
revenues will not jJeopardize the current needfor an exemption to be
enacted.

The Northwest Arctic Borough is just completing 1its second year as a
"home-rule borough™, and there are many other organizational priorities
we are working on, including land selections, planning, and Tfinancial
stability without 1incurring additional duties of assessing what 1is taxable or
taxing schemes which would now 1include natural resources in-place.

1 would wurge speedy deliberations and enactment of legislation that seems
to appease every interest group and at the same time does not close the

door on changes that might happen 1in the ensuing two (2) year period.

Thank you for this opportunity to address the committee r
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MEMORANDUM State of Alaska

Community and Regional \ffairs
Boo Evans
Legislative Liaison )
Office of the Govemo: pileo.

oate November 14, 1933
Tdiv/mMNsj27i4iQ.2

"elephone NO 465-47 50

i
Wj David G. Hofftnari?|]|

*UBJECT ProoosalL To Exemot
Commissioner .

natural Resources
In-?lace

rC =

fpom- wl*ich®ael Worley
State Assessor

Municipal and Regional
Assistance Division

rrre Tirector oc tne funicicai

mo Reaionai Assistance Division,
=3rr"

“Utnerfora requesieo mac | prepare a briefing for vou
recarcir.c issues and questions v/nich nignt arisE m/on tne aoove
is discussed at the AML Conference. I oelieve the

mum cipalities will be supportive of the proposal. I nave not
nearc from one municipal official vno is in favor or assessing
these resources. fie initial reaction to our proposal at the
munici pal level ha: oeen that oeoole who do not understand the
facts perceive our proposal to oe a denial to local governments
of a 7@aiuaole revenue resource. However, once they co under-
futno rre jissue, they regard this mandatory taxing arrancement
a3 sr. mtenaole requirement under state "aw wnicn they wish to
have :amoved. If our proposed oill 1is not introduced cy :he
Governor, | am concerned that their perception will oe that the
Administration wants to 1impose this mandate against tne

if m%aifipalities. In anv event, this proposal is

of mumcicaii ties. If thev 1o not vant it,
e wit.oarawn.

ly oe i:scusseo at

Section
inance on Thursday, cm ?:GO
ethers, Tommies:oner L-5-- salr ™

iSsessor , and I will

?0roni Z-
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?.E: Proposal to exenn; natural resources-in place

SROMSCR: Rales ov Request of the Z-overnor

Effects of the Rill:

This bill would stabilise municipal taxina practices, the State
Revenue Sharing Program, and the Education Funding Formula cy

by statutorily recognising the current property tax tractroes
at municioalitias in the prcceoures uti__sec cy

the estimati.oa Full "_"alee
letermmat ions The assessment tractices a.no procecuras cur—
rently being used by municicalities and tne Office of t.oe State

Assessor in regard to in-place caturai resource reserves are
not consistent with existir.a state law.

-omments:

Aithcugn Alasxa law technically requires these 1in-place _.naturae
resource reserves to be 1included 1in local tax vrolls and 1in the
full value determination Tfor municipalities, they have f.or oeen
so included because of the tecnmcal difficulty anc exti-r.re of
accurately determining the value of such reserves. Th~i -reat-
m.ent cf these values has become an issue oecause of the contm-
ui.-.g sevelopment, lease or sale a: the property cor.v@yed to
regional corporations under the Alasxa native Claims Zet"*-mm-—-
Act (ALICEA). As these ALICEA properties are developed or ccn-
veyed to other parties, they enter taxaoie status. Cncer

ALICEA, the surface and suosurface estates to these or toerties
were conveyed separately to village and

regional <ccrcorations,
resceotivelv. Because municipalities must ortoermw
recorc owner = " 0 19.45.150(c) , assessors

Snou_0 va_ue resources seoarate.v ano assess tr.err e tci\ tde
orccer ] ?.\'rt:.r --.is irsue was - el

tracer tv -z



Position Paper

HE: PROPOSAL TO "KEMPT UATURAL RESOURCES 1U-PLACE
Uovemoer 14, 1953

Pace Two

Tot ion 1: To hothinau

Because of tr.e developments -discussed above,
not preserve the status quo. It will,

stantial chances in assessment practices
increasing the administrative and fiscal
ties and the state to determine

doing nothing will
in Tfact, require sub-—
throughout the state,
burden on municipali—
the values of in-place reserves

in municipalities. The addition of these values to municipal
tax rolls and full value determinations will nave affects it
doth the 1Iscal me state level. The values of some resources
would se mgr. -nougn on Jlarcer tracts (homesteads, farms, etc.!
tr.at tne owners would very 1liely be forced to develop
resources to oav oroDartv taxes, or face orocert"-
foreclosure . inclusion of these values i 1 value
determinations reduce

revenue sharing funds to munioioaii-
ties with additional in-place reserve value and will increa_

the mandatory local contribution under the education formula to
t.nose municipalities. Depending upon the amount of these

resource reserves, the fiscal impact to loca governments cou.i
oe substantial.

The positive to this

i option 1is that municipalities ./oulu
imlts  —"N

the capacity to levy against a oategory of
most municipalities, we selieve tr.e
resource ,alue :ould not be very hign. n some, fFrowever,

oould r than the comoined value of all or
Taa g h 7 gre X T

Leeislation Permitting Mur_lcioallf.es

~0 Ta:
Resources :r. Place cy Loca. Totim.

= 0 a; o this approacn 1is that the State 1is r.or depriv-
A mes of new oroperty tax dollars wnis.c are our-
*{L—fv mem. At the same time,
~ 1 —id o ta: resources, wnether tney ;art -;
to
J - - -
me eea._U
I ® -3 *_ye
elected to
rave tne m.ucatien indir.M or*oiem -nice

-mst: :me - -sour ir--r :cr.., revenue-poor -unicinai.ti "
*— —e - - cao n 3°°0ClIS 5 "
r ?2GCuroe

ridded io - otr-it
>me-+» - -
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Pace Three

This proposalraisesa significant policy question :n the
rationale and equity .for allowing sucn treatment for only
this type of optionally exempt property but not for other
types such as personal property, motor vehicles, boats, or
the first $10,000 on homes, tne value of which 1is required
to oe 1included in their full value determinations whether
or not it 1is taxed. It seems likely that allowing one
exception to the rule that optionally exempts property to
be included in the Tfull value determination would Ilead to
cai_. from affected municipal governments for the exclu-
sior. of otr.er typesof optionally exempt pronerty, oased
iccr. tne amount of sucn property within eacr. nunicip.a_-
(] i If ail ootronall™ exempted orcpertv values ."ere
removed the concent of ane full value determination would
..e dramatically altered rn that it would represent only
tr.e <xrllingnesa of municipalities to generate property tax
revenues, regardless of tr.eir potential to io so. The
Department of Education has expressed concern that inder
the optional exemption concept, local education funding
could be dramatically increased or reduced eacr. year
through tr.e exercise of the option, thereoy causing fiscal

witr.rr. schooi districts.

~
.xeno; Resources 0.D1 [d on
;ce or tr.is acrroacr. s mat tunic::
ole to tax resources 1in-dace if tr.ey
;e!inr-c to o0 Municipalities ir. Aiasxa 10, however,
= r.e power evy a severance tax against the extrac-
m: or. Oor remove tr.e resources at their ootion. Th or a—
L= = tax the resources woul : apply only
- \Mwocoo ¢
zoU-.
:cr.le./
a-." mcreasme rooo:
ucr. .S m" _omosteads ar.-: >y ool
of adoptin®: avviz, Wra

tax tr.o.-~ ourt:
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November 14, 1933
Pace Four

In summary, we believe Option 2 provides one most
logical way to resolve these prooiems. It guards
aaainst disruption of vrevenue sharing and -education
fur.di.no activities, and insures the status quo Will oe
maintained in both municipal property taxation and the
Full Value Determination.
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MEMORANDUM State of Alaska
Department of Law

f Bob Evans, Legislative Liaison "ATE April 26, 1988
Office of the Governor

-'IE MD 663-88-0410
tel. mo 465-3C00
SUBJECT

Exemption of "in place"”
natural resources

tKUILUj- :

Marjorie L. Odlana
Assistant Attorney General
Governmental Affairs-Juneau

="M

You have requested our opinion regarding a draft bill
exempting "in place”™ natural resources Tfrom municipal taxation
(Our file: 773-88-0061). You have several concerns regarding

the effect and necessit?’ this bill which will be addressed
individually below.

1. “Fhat is the state®"s current obligation regarding
the assessment of "in place"” natural resources in the full-
value determination of a borough or municipality?

The standard by which a local assessor must assess
propertv 1is set out in AS 29.45.110(a), which reads:

The assessor shall assess propertv at its
full and true value as of January 1 of the assess—
ment year, except as provided in this section, AS
29.45.060 and 29.45.230. The full and true value
is the estimated price that the property would
brin in an open market and under the then pre—
vailing market conditions 1in a sale between a
willing seller and a willing buyer both conversant

with the property and with prevailing general
price levels.

Under the above statute, a local assessor must assess
all taxable propertv in accordance with the standard. The deter —
mination as to whether "in dace" natural resources must be in—
cluded in the assessment of property and the state"s Liability
for insuring the inclusion of assessment of "in place™ natural
resources by municipalities 1is central to your cuestion.

To cate, mnr.icits litie= have not assessed "in place"”

natural resources. Additionally, the state has not required mu—
nicipalities ro induce these resources when determininc Tfull and
true value ot property under AS 7n.-5.il0. There 1is no case law

in Alaska interpreting AS 29.45.110 virh respect to assessment
requirements of "in place”™ natural resources nor is there a case
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in Alaska holding that it is mandatory for these resources to be
included in property assessment. However, it 1is the opinion of
this office t'at "in place"” natural resources nay correctly be

included in the full- value determination of a municipality under

AS 29.45.110(a) and that the Alaska Supreme Court would support
this opinion.

Looking to other states”™ court opinions and treatise
law, it is generally held that the right to tax is purely of
statutory creation, and practically all of the authorities are to
the effect that assessors, 1in \aluing property, mav take into
consideration the fact that property contains undeveloped miner —
als in such quantity as to enhance the value of the land over
mere surface value. See 2 A.L.R. 1550-1553 and cases cited
therein. It has also oeen held that minerals in place are not
rendered nontaxabla merely because of lack of legislative method
and regulatic for determining their value. Greene Countv v.

Lattas Creek ,.081 Co., 100 N.E. 561 (Ind. 1913); 72 Am.Jur". id
State and Local Taxation S 764.

its

There 1is case law supporting the view that assessors
are required to value for taxation all real property according to
its market value. Under those decisions, value 1is measured bv
all the circumstances and advantages that tend to enhance 1it, of
whi_n underlying minerals, if accessible, are most important
items, so that thev must necessarily be included in the valua—
tion. See, e.g., Logan v. Washington County, 29 Pa. 373, 14 Mar.
Min. Rep"”! 148 T?enrT! 1857) . Any element of"value tending to af—
fect selling price "mav" be taken into consideration bv the as—
sessor In arriving at a proper valuation for assessment purposes.
Washington County v. Marauis, 82 Atl. 756 (Penn. 1912). The
decisions of the courts in these two cases appear to have been
based upon statutes similar in wording to AS 29.45.110(a).

Of main import, 1is that none of the authorities we
found held for the premise that liability attaches to the state
or local taxing entity for failure to include "in place" natural
resources 1in their assessments. The authorities we found were
based upon cases where a taxpayer was challenging the authority
of the taxing 1iu-isdicrion to include the ””.aiue of ":n place"
natural resources in the assessment of their property.

Furthermore. we found no cases holding that 1local or
state assessors are recuired to search out "in place” natural
resources in order to include them 1in the assessment of property.
The cases mainlv hold that it is correct for assessors to take
into consideration all ""acts”” directly affecting the value. It
is our opinion that this general rule concerns facts which affect
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the value of the property that are known

or prospective; not
sought or speculative.

There 1is authority supporting the view that assessors
may take into consideration prospective value of property as well
as present value 1in making assessments and that an added value

may be given property for purposes of taxation where there 1is
"sufficient reason" to believe that the propertv contains mineral
deposits in sufficient quantity to give it a value as a prospec—
tive mine. However, there 1is also authority to the effect that
not onlv must propertv be valued at its present value at the time
of the assessment, but that such value cannot be based on a spec—

ulative prospective value. See generally 72 Am.Jur.2d State and
Local Taxation, S$ t63-764.

In summary, it is our opinion that AS 29.45.110(a) al-—
lows for "in place”™ natural resources to be assessed and included
in the full value determination of a municipality. The issue of
whether the state is mandated to assess these resources will be
included under the next section dealing with any potential state
liability for failure to include assessment of "in place"™ natural
resources in the full value determination of a municipality.

2. If "in place”™ natural resources are not currently
exempted rrom the full value determination, what liability

may the state face if the state assessor does r.oc include
these in his assessments?

As pointed ouc above, the state has never required mu—
nicipalities to assess "in place"” natural resources 1in order to
arrive at the full and true value of propertv in the municipal —
ity. The 1issue is not whether AS 29.45.110(a) can be interpreted
to allow for assessment of "in place"™ natural resources, since we
believe that the Alaska Supreme Court would rule that it does.
The 1issue here centers around the state"s longstanding applica—
tion of this statute in not reauiring these resources to be as—
sessed and whether the state faces liability for not 1including
"ir. place”" resources 1in the assessments. In short, we do not
believe chat the state faces any present liability for failure to
require municipalities to assess "in place™ natural resources
without a specific exemption in the law.

We are issumir.g that the liability anticipated bv <"our
guestion concerns : situation where one municipality complains
that the state shculc be requiring another municipality to assess
its known "in place”™ natural resources in the *ull value deter —
mination as it affects the distribution of municipal revenue
sharing and education funding. However, a municipality"s claim
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of deprivation of due process or equal protection against the
state must Tfail. The Alaska Supreme Court recently ruled that a
municipality 1is not a "person"” and therefore mav not assert due
process or equal protection claims against its creator, the

state. Kenai Peninsula Roroug"n v. State, P. 2d , Op. Mo.
3277 (Alaska, Mar . 1988) .

If the state changes 1its application of AS 29.45.110-
(a), rules of contemporaneous construction generally hold that a
reversal 1in interpretation of a statute by the administering
agency will be applied only prospectively. 2A N. Singer, Suther—
land Statutory Construction S 49.05, (4th ed. 1984 rev.) (here-
after "Sutherland"). In other words, 1if the state reverses its
interpretation and administration of AS 29 .45 .100 (fa) requiring
municipalities to assess "in place" natural resources in their
determinations of full value, the state"s new interpretation most
likely will apply oniv to future years; not retroactively.

We note that there is caselaw in other states support—
ing the following viewpoint:

the mere TfTailure of public officers charged with
the dutv to enforce statutory and constitutional
provisions in respect to the levy and collection
of taxes, or the acquiescence of public officers
in conditions that exempted certain property from
taxation, should not be permitted to stand in the
way of the "correct" administration of the law, or
be construed to estop more diligent and efficient
public officers when they attempt to perform their
duty by bringing in to the revenue proper subjects
of taxation that had theretofore been allowed to
escape the payment of taxes.

TvﬁherITﬁF| S 49.05 (citing Louisville v. Board of Education, 154
' J 380-3S1 (Kv. 1913°¢

3ased upon the above viewpoint, we believe “hat the
present state assessor has correctlv pointed out that "in place"”
natural resources mav be included in municipal act :.Smeuts, and
properly shcuid be 1included. However, as noted at v?. it is the
opinion tr ais office that no liability attaches to ch.* state
tor .rai.ure to insist on the assessment of these rescur .c it

.E Jj* e 1 vour opinion tha"" thin exemption from munici
~ resources is necessar* ™
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Probably yes, for the main purpose of addressing the
issue and clarifying the state"s application and interoretation
of AS 29.45.110(a). We do net believe anv retroactive liability
will attach if the state dees not immediately provide for this
exemption in the law. eAdditionally, the state mav wish to con-—
sider whether it wants to make the exemDtion of "in place" natur—
al resources from municioai taxation mandatory upon the munici —
palities or whether to allow municipalities the option of
providing for the exemption of these resources from taxation.

We hope this addresses your concerns. Please do not

hesitate to contact us if you need further assistance on this
matter.

MLO/pig
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Introduced by: Alaska Association of
-session Officers

Data: Novemcer 17.1233

RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE

RESOLUTION No. 88-2

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 iIn place, excess oil and cas resources wnich are manaator,!/
exempted ana

WHEREAS, the Office cf the State Assessor 1S reouirea under current
law to incluae values for those natural resources in place in tre 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 iIn 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 saligs taxes Tainst 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 fooay of the

Alaska Association of Assessing Officers on Novemcer 15.1933



TELEPHONE
0071 586-1325 217 SECOND STREET, SUITE 200
FAX465-5480 TUNEAU, ALASKA 99801
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 iIn
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 1issue of
taxing iIn 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 iIn SB 159 with a temporary exemption and a study will take care of

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES
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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 iIn 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 iIn 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\sbl181



Resolution of the Alaska -nicipal League
Resolution No. 89-21

A RESOLUTION RECOMMENDING TAX-EXEMPT STATUS OF
“IN PLACE™ RESOURCE RESERVES

WHEREAS, 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 mandatory exempted, and

WHEREAS, 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

WHEREAS, 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

WHEREAS, 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

WHEREAS, municipalities already have the power to levy severance
taxes and sales taxes against those resources at the time they are
developed and sold;

NOW, THEREFORE, BE IT RESOLVED that the Alaska Municipal
League supports the passage of legislation that would require, under AS
29.45.030, the exemption from municipal property taxes cf aii natural
resources in place, together with language that would insure “reservation
of the power 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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February o, 1989 TREASURE* .

ANCHORAGE OFFICE
The Honorable Eileen MaclLean 313 E STREET. SUITE 5
State of Alaska ANCHORAGE. ALASKA 99501

- TELEPHONE- (9071 276-1552
House of REpresentatlves TELECOPIER: (9071 276-4213
Pouch V

TELEX. 090 25168
Juneau, Alaska 99811

Re: Taxation of In-Place Minerals

Dear Eileen:

We have reviewed the proposal bill to exempt in-place
minerals and natural resources from property taxation.

Generally, we would support this provision. Any attempt to tax
resources before they are severed would have a negative and
deleterious affect on the state and industry. It v/ould not

stimulate development to impose such a tax, and it would be
extremely difficult to value the resources prior to really
knowing what might be produced.

One item that should be added to the list of natural
resources 1is gravel. This is an in place natural resource that
does not have significant value unless it can be mined and used.
It is also often difficult to realistically determine the value
of gravel until the market develops. Amounts in place, quality

and costs associated with development are difficult to
pre-assess.

Other major natural resources, such as oil and gas, are
structured to be taxed on a severance basis, not in place. This
approach 1is appropriate for the natural resources listed in the
bill as well. I assume this section would be consistent with AS
43.56, even though it does not reference the oil and gas
exemption that already exists; you may wish to have someone check
that. Also, che breadth of coverage for all timber as "stumpage"
and fish and shell fish "farms"™ might be considered.

Again, ASRC supports the proposed amendment to AS
29.45.030(a) by adding the exemption for in place natural
resources. Further, we would urge the addition of gravel as an
example to be clear that 1is included. IT we can provide
additional comments, please do not hesitate to contact us.

Sincerely

Jdgob Adams, President
ARCTIC SLOPE REGIONAL CORPORATION

ANAKTUVUK PASS ATKASOOK BARROW KAKTOVIK NUIQSUT PT HOPE PT LAY WAINWRIGHT



M atanyskcs-Syslfns borough

=0. SOX "SC3. PALMER. ALASKA 53645*1508 « PHONE 745.0842
ASSESSMENT DEPARTMENT

March 0, 1989

House Community 4 Regional
Affairs Committee

P.0. 3ox BH

Juneau, AK. 99811

Dear Committee Members:

The Matanuska Susitua Borough :trcngiy .supports HBl55. 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 “Tocs around ycur hose; that -quates to I1C 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 mrealistic 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.

I1.  Unexplored resources present a diffarent probiaa:

For instanoa, everyone trown coal soaca exist in the Suaitna River
basin but vhare, how much, c+ 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 Btateo
reasonable oapaoity to identify.

Tome exploration has cucurrad and statements msdo that the 5TU value of
those reserves equal 3TU value of Prudho Bay Oil. If true, untaxed
reaource valua "X00eds total value of the Borough by many times.  As
the isoeeeor | would be vary presumptuous to tax private property based
on speculation that comeday _  higfcost -md bedt one nay be for coal
axr.raction, Aoourr.to explorat|on 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.



. firally, 1"l give yau o esla of Soe:

Alaska Bold aramining -luime uvador subdivisions. Wet 1a tte
valle of e goldvs te valle of displacing whole suddivisias 1©
dotain it. This illustrates t™ vary aomplex isse cfsufae ad
subsurface estates < decisios required as regards hente hlg’ESt
an test 1= of ae State syoarsetes the otrer. AlsD, It raisss

ouestion of divisicr proerty valle of tte two estates V\hen
oanership is dividsd.

Theoe exaples are all  preliminary complexities assuning aecan determire a
salia par unit of rasourca “ofLooting markets,  Infrastructure, feesibility ad
ceprtalization required. A yau cen s, ftwould ke te
«nnicipality required t© ‘albb resourcess irpiee © clen a. employing
forestars, geologists ad a bundh -F attomeys.

-swk fronm the  alsost_comical pretlimsof inplementing  a program of - irknoan
- —de resource tavation, e real isse is thatof equity cf State DCRA  full

~alue latermination of untaxad or -g0ed place resource valke. ThiB 1s tte
~3x this bill 1s Aferayou. T2 “oe cases resouree values are kon;  MB
trber inventory 3tudics,  1d "fidioe -ill cal  recovaissace, TP3 BeILga
aal edploration, Jueau oold uir.ea, Mere gold fislda, etc., bt what  resource
=la0sits Aarot o estimated - _courate detemw_ec_ltobs—scaaed property
17 the State Assessor. Ad et floot willl Ha addition of sore, aut ot all,
rescurce Vallles have _on equiteble School  foundation Fundiing distribution ad
feawa Saring distribution.  "tee >a tha 133UB thi3 billl a3 o resohe.

Thin sumarises “he reesos the pessage of thi3 bill is by uenimus

resolution of te Aleda_ Municipal teean, Alsska Association cf  Assessing
Officers ad Alaska Association of Municipal finance Officers.

Pleee: S PASS

Sinoet’

Gary An Lewis

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

V3
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Anchorage M&K

OFFICE OF THE MAYOR

March 21, 1989

"*The Honorable Representative Eileen MaclLean
State of Alaska

Pouch V

Juneau, Alaska 99811

Re: House Bill No. 159 - Exemption of Natural Resources in Place

Tear Representative MaclLean:

You have asked for the position of the Municipality of Anchorage

regarding House 3ili No. 159 which exempts from taxation
undeveloped natural resources 1in place.

The Municipality introduced a resolution at the Alaska Municipal
League at Fairbanks in November supporting this type of
exemption. Although Anchorage is not considered one of the
resource rich municipalities in the State, it is our position
that failurs to provide this exemption could be costly to those
which are resource rich. To my knowledge, there is no
municipality in the state which assesses and taxes undeveloped
resources in placa due to the complexity of a system and the
expense required to make value determinations.

It is our understanding that if such an exemption is not
mandated, the State Assessor®"s office within Community & Regional
Affairs will be forced to make an estimate of the value (at an
undetermined cost to the taxpayers of the state) and include that
value in the Tfull value determination which his office prepares
each year. If that value were included, many municipalities

would rsalize a reduction in revenue sharing and educational
assistance.

It is for these reasons that theMunicipality of Anchorage
supports the passage of House Bill 159.

Sincerely.

Tom Fink

Mayor
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- DEC 15 '92 12tDO ct ALASKA DCPA JiJIiGfiu SOT IP? ~?]0 CI0 Coo
M atanuska-Susitna Borough
(1 YW\ P.0. BOX 1608. PALMER, ALASKA 99645-1608 « PHONE 745-9682

BOROUGH MAYOR

December 10, 1988

_ 0] > '
The Honorable StevE Cowier " -
Governor, State of Alaska
P. 0. Boxyk, Mail Stop 0101
Juneau, 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 AWL. 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 munioipalitico,
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
tinprrnjon roncnr-non hnth hy the. state nnd muni oi palltien.

and;

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

valuing

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 nHHt.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
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
*f -.imiolwltMpn arInnt n NFfivprnnrn tax in lieu of Drocertv tax.

reserves

Sincerely,

Dorothy Jones”™Mjjyor

cc: Scott Burgess - AML Exggcutive Director
Cary i.nuiki - TnvalLlon riiMtnuo Co-Cheii roan
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MUNICIPAL 2 REGIONAL ASSISTANCE DIVISION
z 949E 36(ftA\IENUE‘ SUITE 400

ANCHORAGE. ALASKA 08-4302

snone: (307) 567-6565

z PO BOX BH
JUNEAU. ALASKA 99887'37(0

PHONE: 1907)

Z PO BOXJIB

BETHEL. ALASKA 99559'03*16
PHONE 1907) 543'3475

PO SOX 795
Dittingham alaska599575'0395

PHONE: 1907) 843'5

Z 710 MILL BAY RO.
KODIAK. ALASKA 99675'6340
PHONE 1907)486'5735

P 0. BOX 350
KOTZEBUE. ALASKA 99753'0350
ruone. (907) 443-3695

STEVE COWPER, GOVERNOR

7007 4
T noeie st oot pesg

PHONE. 1907) 453'7(35

PO BOX 47
NOME. ALASKA 99753'004T
=<ONe (907) 4435457

March 15, 1989
Ken Johnson
Legislative Aide
Representative San Gottenls Office
Pouch V
Juneau, AK 99811
Dear Mr. Johnson:
You have asked -or the technical position of our office
regarding the effects of sponsor substitute for House 3ill 159
(: on the power of the State of Alaska to lavy taxes against
natural resources in place. The bill clearly states that the
temporary tax exemption provided for is from taxation by
municipal governments only. The State®"s authority to levy taxes
against these resources 1is not affected in any wav by this
legislation.
If you have other questions, or 1if we can assist you on other
matters, please feel free to contact me.
. N

Sincerely, n

Michael W. Worley

State Assessor
cc: Representative Rileen MaclLean

- N
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OUTLINE FOR RESOURCES IN PLACE STUDY

Division of Labor:

Juneau DCRA

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 t report.
4. Develop recommendations @f any) to Legislature in conjunction with AML
and DOR.

Anchorage DCRA

1. Work with DNR and local groups to estimate type and quantity of natural
resources in Unorganized Borough.

Alaska Municipal League

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.

Department of Revenue

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

2. Investigate bonding impact to State @fany).



Estimated Time Lines for Resources in Place Study

- 12/91
5/90 6/90 7/90 W90 9/90 10/90 1i/90 12/90 /91 2/91 3/91 4/91 5/91 6/91 7/91 8/91 9/91 10/91 11/9

Develop and Mail
Questionnaires

Estimate Natural Resources In Unorganized Borouc

Investigate Bonding
Impact | *

Compile Questionnaire
Results

Draft Final Report
and Recommendations



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 iIn some counties and cities iIn 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- iIf 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 arenot
likely to be greatly affected by an outright exemption.

The real difficulty comes in for local governments that arenot 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 iIf 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.



Alaska State Legislature

P.0. Box V
SENATE %,%@%
e Sy, Crir Sperial Committee on International Trade AR o a2
e, o8 P o s
Senator Riek Halford
Serator Adiss Surglersiti
Serator Ridk Uehlling April 6, 1990
Senator Ared Znarof f
MEMORANDUM
TO: Tam Cook, LAA Legal

FROM: Senator Mike Szymanski

RE: Amendments to HB 159

Please add the following amendments to SB 159:
1 line 16: after "including,” add "but not limited to,"

2) direct the Depai “.ment of Community and Regional Affairs to
include the following points in the study:

a) at what point are resources in place assigned value?
If it is while the resources are still in place, then a standard

assumption must be established to determine value. For timber, the
value would be based on designated areas which have been cruised
for value. For mineral resources, the value would be based on

whether the deposit is under development or has been proven and
announced.

b) how do other states treat similar in-place resources?



M

tate legislature

Senator Mike Szymanski

April 4, 1990
MEMORANDUM
T0: Tam Cook, LAA Legal
FROM: Senator Mike Szymanski
RE: Amendments to HB 159
Here is the amendment language which | would

incorporated

M.i1-Su Bun iukli

su Anthoniue

into a CS for HB 159. 1
a purpose section that outlines the

Bird/InJun

would also

Senate District E

Gird\w»*J . Nikitki - 1.**opcr LinJinu . Hope

*

like

2c\Mni

to
like you to add
intent of the CS.

While in Session:
PO. Box V
Juneau, Alaska 99811
(907) 465-4978

Interim:

ill 1C Sneer, Suite 510
Anchorage, Alaska 94503
(907) 561-7617
or
Ie5 E. Parks Hiehssav
Vasilla. Alaska 99687
(907) 376-645)

have

Prince \X illi.im S»*urJ
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AMENDMENT TO SCS SS HB 159 (Resources)

Page 1, lines 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"



AMENDMENT TO SCS SS HB 159 (Resources)

Page 1, line 24,

Delete "municipality” and insert "municipality;"”
Page I, after line 24;

Insert:

"(5) alternative taxes for local governments."



AVENDM TS TO SCS SS HB 159 (RESOURCES)

NEW LANGUAGE FOR SECTION ONE

Secti(ll 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 iIn place from property taxation by municipalities.
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Offered: 3/5/50 6-G723H

Referred; Rules

Original j?on:cr(3); PE?. VACL3AK Cate, Zavdc.';

IK 1iCS HOUSE BY THE RESOURCES CCWMXT77S2

SENATE C3 70S SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 159 (EbSC.irct-s)
IN THE LEGISLATURE Of THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For in Act entitled: "An Act relating  to cnexemption from municipal
property tertian far natural rusourofs i;i platte; and
providing for an effective date."
BE IT SKaCTSU B" THELEGISLATURE OF THE SIATE OF ALASKAr

* Section | TEMPORARY 7AA EXEMPTION.  Natural resources in place,
including provenor unproven oinaral and other deposits of valuable mace-
rials ard timber stump-age, are caercpt from property taxation by a munic-
ipality.

-Sec. 2, STUDY AND F5FOFT.  (a)  The Department of Cntrnnuuiby and
f.csinnal Aft'tirashall study and crxparo ths potential effects ofvarious
natural resource taxation opticm including, k-uT r-i- \| NoC

(1) total csesipticn, from municipal property taxation for natural
resources in place;

(2) partial exemption from municipal property taxation for
natural resources in place;

(3) no exception iron municipal property taxation for natural
resources in place;

>4) total or partial exemption from municipal proparty taxation
for nature; resources in place at the optipn of e~ch municipality/ cmj.

(b; n5}condpuct|ng the stul(liy under c%)rvspjt |Qtas%/étT|8}1* tﬁeCDspsrsr nt

of Gocrunity and Regional Affairs shall consult v-ith the Department of
Revenue*ana "~ 'the ‘Alaska MURicipal Leesue. "By Jahuary 15, 1992,

Department of Community and Regional Affairs shall report to the Icgtsl

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

HS2155C -1* SC3 SSHB 137(*c3"



1 or natural resourcc3 la place.
1 Sec. 3. This A:t ia repealed July 1, 1992,
= Stc. *. 7nis ACt takes effect irwediately under AS 01.10.070(e),

29

‘hi sw4j *Ul -kki- I<d» +/,£, eMls.l (
e..«*s <*r ®Wopmuvi- wA UK. Kirk «»«e*
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ALASKA MINERS ASSOCIATION, INC.

sshb 159 _bor

TESTIMONY on CS for SSHB 159 (Resources)
and on CS for SSHB 159 (C&RA)
NATURAL RESOURCES EXEMPT FROM PROPERTY TAX

4/10/90

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 concermed regarding the inplace taxing of minerals.
The entire exploration process is one of trying to leam what
ain-Tals are present, where they are concentrated, what mining
me" ods  andwhich metalurgical processes will be required to
pr .ace themat a profit. The mere existence of minerals does
not mean that i1t will be economically feasible to develop them.

Taxing the minerals iIn the ground would place a tremendous_burden
on owmer and cn the municipality t show what is or iIs not
there. This effort would also detract from the goal of bringin

the project into production. The effect would be that marginally
economic projects or projects with ?eologlc uncertainties, ore

rade uncertainties, metalurgical uncertainties, or other
isadvantages 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 fio¥, their resouces.
Personal initiative and entrepreneurial effort are prized

attributes iIn Alaska, but taxing iInplace -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 iIn the service centers of Fairbanks,
Anchorage and Juneau will be lost.

It i1s therefore Important that the taxing of inplace resources

not be allowed and that the topic be thoroughly evaluated to
understand 1ts true consequences.



bv: -EROx TELECOPIER 7010 J
FAX NO. 9072787997 P. 03

ALASKA MINERS ASSOCIATION, INC.

Speciftic 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 the phrase "full and true value. "Full ad
true value” iIs a real estate term but has no meaning In the
minerals industry or iIn_the courts regarding resources and is
dependent on the assumptions and viewpoint being taken. "Market
value' 1Is 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 (@
"...study and compare the potential effects of various natura
resource taxation options.'” The real i1ssue and concermis that
determining the "value'" of inplace i1s not feasible or workable
and that inplace taxation 1s a serious disincentive 1O
developing minerals. This was described above In my general
comments. Alternatives other than iInplace taxation must also be
addressed. Item () shouldbe replaced with the words
"alternatives other than taxation ofmatural resources inplace "

If the study addresses only variations of inplace taxation it
will not answer the real questions.

Another word change 1is needed 1inSection 3(a) where in the first

paragraph it now reads"... taxation options including". This
should be changed to read "...tax? 1ion options including but n_ot
limited to".

Another change iIs 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 iInsure that the study provides a true and
accurate report.



Law Office of
RICHARD H. ERLICH

333 SHORE AVE., SUITE 400 PHONE (907) 442-3070
P.0. BOX 565 800) 478-3090
KOTZEBUE, ALASKA 99752 FAX (907) 442-3072

April 12, 1990

Senator Szymanski, Chrm.,
Comm. & Reg. Aff. Comm.,
P.0O. Box V,

Juneau, AK 99811

kc: Comments on CS for H.B. 15 date

Dear Senator Szymanski:

Per your request, attached is Mayor Greene®"s statement for
the record. Alternative language for Section 3(a)(5) follows:

(5) revenue alternatives for municipalities regarding
natural resources in place other than property taxation and the
impacts of such alternatives on both the 1industry and

municipalities.

Please understand the perspective of the Northwest Arctic

Borough. The Assessor has informed us that, if legislation 1is
not adopted this session, he intends to assess resources in
place. As you suggested at the hearing, the NAB does not want to

waste Tfunds suing the State over this 1issue. It is absolutely
essential that some type of resource exemption legislation pass
this session! It is our hope that Revenue, the Assessor, and the
Committee will be able to resolve their differences.

There is a difference between the House version and the
Committee Substitute. The Borough®"s objective is to have
legislation adopted which prohibits the value of resources 1in
place from being included in the full and true value
determination, pending the study. We understand that both the
Assessor and mining industry have difficulty with the present
legislation. However, from a pragmatic perspective, the present
legislation meets the Borough®"s objective, if it is passed.

Again, thank you for your courtesy and do not hesitate to
contact the Borough if we can be of any assistance.

Enel:

cc: Mavrr Greene
Senator Adams
Rep. MaclLean



STATEMENT OF THE HONORABLE CHARLES GREENE,
MAYOR OF THE NORTHWEST ARCTIC BOROUGH
BEFORE THE SENATE COMMUNITY & REGIONAL AFFAIRS COMM.
ON CS FOR HOUSE BILL NO. 159, APRIL 10, 1990

MR CHAIRMAN AND MEMBERS OF THE COMMITTEE:

MY APOLOGIES FOR NOT BEING PRESENT, HOWEVER, A SUBSISTENCE
MEETING IS BEING HELD IN ANCHORAGE WHICH IS ALSO OF IMPORT TO OUR
CITIZENS. I HAVE AUTHORIZED MR. ERLICH, BOROUGH ATTORNEY, TO
PRESENT THESE COMMENTS AND ANSWER ANY QUESTIONS.

THE LEGISLATION YOU HAVE BEFORE YOU WILL AFFECT THE
DEVELOPMENT OF NATURAL RESOURCES WITHIN THE ENTIRE STATE.
ALTHOUGH IT MAY IMPACT THE FORMATION OF NEW BOROUGHS, THE MAJOR
EFFECT OF THIS LEGISLATION WILL BE ON THE ORGANIZED BOROUGHS. IT
IS ABSOLUTELY ESSENTIAL THIS LEGISLATION, PROVIDING FOR A
MANDATORY TAX EXEMPTION OF RESOURCES IN PLACE, BE ADOPTED AT THIS
LEGISLATIVE SESSION.

THE STATE ASSESSOR DETERMINES THE FULL AND TRUE VALUE (FTV)
OF EACH BOROUGH. IN ADDITION TO OTHER LEGISLATIVE MANDATES, THIS
VALUATION 1S PART OF THE REQUIRED 4 MIL LOCAL CONTRIBUTION TO
EDUCATION. THE UNORGANIZED BOROUGH IS NOT REQUIRED TO MAKE THIS
MANDATORY 4 MIL CONTRIBUTION TO EDUCATION. IT IS ONLY THE
ORGANIZED BOROUGHS WHICH ARE REQUIRED TO MAKE THIS MANDATORY
CONTRIBUTION BASED UPON THE ASSESSED VALUATION.

WITHIN THIS STATE, MANY BOROUGHS HAVE BOTH DEVELOPED AND
UNDEVELOPED NATURAL RESOURCE PROPERTIES. THE NORTHWEST ARCTIC
BOROUGH IS ONLY ONE OF THE MUNICIPALITIES AFFECTED BY THIS
LEGISLATION. YOU ARE ALL AWARE OF POTENTIAL COAL AND OTHER
MINING DEVELOPMENTS WITHIN THE STATE. PRESENTLY, ALTHOUGH THESE
INDUSTRIES ARE VALUED AND TAXED BASED UPON THEIR DEVELOPMENT,
RESOURCES IN PLACE ARE NOT VALUED OR TAXED. IT 1S OUR
UNDERSTANDING THAT NO MUNICIPALITY PRESENTLY IMPOSES TAXES ON
NATURAL RESOURCES IN PLACE. HENCE, ANY ACTION IN THIS AREA MAY
AFFECT THE FUTURE DEVELOPMENT OF THE STATE BY THE NATURAL
RESOURCE INDUSTRY.

TAXATION IS THE MEANS BY WHICH GOVERNMENTS FINANCE THEIR
OPERATIONS. ONLY THE ORGANIZED BOROUGHS WHICH ARE REQUIRED TO
MAKE THE MANDATORY FOUR MIL CONTRIBUTION TO EDUCATION. THIS 1S
OBVIOUSLY AN ADDITIONAL OBLIGATION FOR LOCAL GOVERNMENT, FOR
WHICH ADDITIONAL REVENUES ARE REQUIRED.



Mayor Greene,
April 10, 1990,
Page 2

ALTHOUGH MUNICIPALITIES MAY CONTROL EXPENDETURES, BASED UPON
INCOME, THE MANDATORY FOUR MIL EDUCATIONAL CONTRIBUTION 1S BASED
UPON VALUATION NOT INCOME. THIS 1S A SIGNIFICANT PROBLEM. IF
THE VALUE OF RESOURCES IN PLACE ARE COMPUTED AS PART OF THE FTV,
THEN OBVIOUSLY THERE 1S A CORRESPONDING INCREASE IN THE MANDATORY
EXPENSES OF THE ORGANIZED BOROUGHS IN MAKING THE LOCAL EDUCATION
PAYMENT.

AS THESE COMMENTS INDICATE, THE REAL PURPOSE OF THIS
LEGISLATION IS THE STuDY, SECTION 3! IT IS INTENDED THAT THE
STUDY WILL GIVE YOU BOTH POLICY AND PRAGMATIC OPTIONS TO CONSIDER
REGARDING THE [ISSUES OF VALUATION, TAXATION AND THEIR [IMPACT ON
BOTH THE ORGANIZED AND UNORGANIZED BOROUGHS. IT IS OUR
EXPECTATION THAT THE STUDY WILL ADDRESS THE FOLLOWING ISSUES:

1. THE STUDY SHOULD MAKE RECOMMENDATIONS AS TO WHAT
VALUATION METHODOLOGY WILL BE USED STATEWIDE. A UNIFORM
METHODOLOGY MUST BE USED. IF NOT, THE OPPORTUNITY FOR ABUSE AND
DISPARATE TREATMENT 1S TOO GREAT.

2. THE STUDY SHOULD MAKE RECOMMENDATIONS AS TO WHETHER
THESE RESOURCES SHOULD BE VALUED AND SHOULD BE PRAGMATICALLY
BASED. THERE ARE MANY UNDEVELOPED RESOURCES WITHIN THIS VAST
STATE. IF MUNICIPALITIES MUST ASSESS THESE UNDEVELOPED AND
SOMETIMES UNKNOWN RESOURCES THEN THERE MUST BE A PRAGMATIC
METHODOLOGY DEVELOPED.

3. THE IMPACT OF SUCH VALUATION AND METHODOLOGY IN BOTH THE
ORGANIZED AND UNORGANIZED BOROUGH MUST BE EXAMINED. WHATEVER 1S
FINALLY DONE, MUST BE ACCOMPLISHED IN A NEUTRAL MANNER, SUCH THAT
THERE IS NO GREATER BENEFIT TO DEVELOP RESOURCES IN THE
UNORGANIZED BOROUGH OVER THE ORGANIZED BOROUGH BECAUSE OF STATE
VALUATION OR TAXATION POLICY.

4. SECTION 3(a)(5), ON PAGE 2, SHOULD BE BROADER IN SCOPE.
THERE IS PRESENTLY AN A.G."S OPINION REGARDING TAXATION OF
RESOURCES BY LOCAL MUNICIPALITIES. BROADER LANGUAGE: SUCH AS
"REVENUE ALTERNATIVES™ NOT ONLY EXPANDS THE SCOPE OF THE INQUIRY,
BUT ALSO DOES NOT SUBVERT THE PRESENT A.G."S OPINION.

BY EXPANDING THE SCOPE OF THIS SECTION TO INCLUDE OTHER
ALTERNATIVES, IN ADDITION TO TAXATION, AGREEMENTS INLIEU OF
TAXES CAN ALSO BE EXPLORED. PRESENTLY AGREEMENTS INLIEU OF



MAYOR GREENE,
APRIL 10, 1990,
PAGE 3

TAXATION ARE ONLY RECOGNIZED FROM STATE OR FEDERAL ENTITIES. THE
AIDEA STATUTE ALSO PROVIDES FOR SUCH AGREEMENTS. SUCH AN OPTION
MAY BE OF VALUE TO BOTH THE ORGANIZED AND UNORGANIZED BOROUGHS
AND SHOULD BE EXPLORED.

SO YOU CAN BETTER UNDERSTAND THE PRACTICAL SITUATION
CONFRONTED BY THE NORTHWEST ARCTIC BOROUGH, LET ME BRIEFLY
DESCRIBE OUR SITUATION. THE ASSESSED VALUATION OF THE BOROUGH
EXCLUDING THE MINE IS APPROXIMATELY $143 MILLION. THIS IS
ESTIMATED TO BE APPROX. ONE-THIRD OF THE TOTAL BOROUGH VALUATION,
INCLUDING THE MINE. THIS ESTIMATE DOES NOT INCLUDE THE VALUATION
OF THE RESOURCES IN PLACE AT THE MINE.

WITH THE INCLUSION OF RESOURCES IN PLACE AS PART OF THE
VALUATION FIGURE, IT IS ANTICIPATED THAT OUR LOCAL CONTRIBUTION
TO EDUCATION WILL CORRESPONDINGLY BE INCREASED. HOWEVER, THE
UNCERTAINTY FROM NOT KNOWING WHETHER RESOURCES IN PLACE WILL BE
INCLUDED IN THE VALUATION AND THE VALUE OF SUCH VALUATION CAUSES
ANXTETY IN PLANNING OUR LOCAL OBLIGATIONS.

I CANNOT UNDERSTATE OUR CONCERNS REGARDING POTENTIAL FEARS
REGARDING THE IMPACT OF THIS STUDY. IF RESOURCES IN PLACE ARE TO
BE VALUED, THEN THERE MUST BE A UNIFORM METHODOLOGY AND THERE
MUST BE A UNIFORM IMPACT IN BOTH THE ORGANIZED AND UNORGANIZED
BOROUGHS. ADDITIONALLY, THE ISSUE OF DEVELOPED AND UNDEVELOPED
RESOURCES MUST BE RESOLVED. OUR NIGHTMARE IS THAT AFTER THE
STUDY IS COMPLETE, THE EFFECT OF YOUR POLICY DECISIONS WILL BE TO
PROMOTE RESOURCE DEVELOPMENT IN THE UNORGANIZED BOROUGH WHILE
STIFLING SUCH DEVELOPMENT IN THE ORGANIZED BOROUGH; YOU WILL
INCREASE THE OBLIGATIONS OF THE ORGANIZED BOROUGHS WHILE
THERE 1S NO CORRESPONDING INCREASE IN TPP OBLIGATIONS OF THE
UNORGANIZED BOROUGH AND FINALLY ynn V73" FORCE THE ORGANIZED
BOROUGHS TO FINANCE SUCH INCREASED >NS WHILE IMPOSING NO
SUCH PRESSURE ON THE UNORGANIZED BOPL Y.

IT IS OUR HOPE THAT THE RESULTS OF THIS STUDY WILL PROVIDE
SUFFICIENT INFORMATION TO DEVELOP EQUITABLE POLICIES FOR THE
ORGANIZED BOROUGHS. ACCORDINGLY, IT IS ESSENTIAL THIS
LEGISLATION BE ADOPTED. IT ALLOWS US ALL TO FURTHER EXPLORE THE
ISSUES IN AN OBJECTIVE AND EQUITABLE MANNER.

MR. RICHARD ERLICH 1S AVAILABLE TO ANSWER ANY QUESTIONS YOU
MAY HAVE.



