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IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION 

BY THE SENATE FINANCE COMMITTEE 

Offered:i Referred:

Sponsors): SENATORS ADAMS, Frank, Zharoff, Pearce
A BILL

FOR AN ACT ENTITLED

1 "An Act relating to an exemption from municipal property taxation for natural resources

2 in place; and providing for an effective date."

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

4 * Section 1. AS 29.45.030(a) is amended to read:

5 (a) The following property is exempt from general taxation:

6 (1) municipal or state property, except that

7 (A) a private leasehold, contract, or other interest in the property is taxable

8 to the extent of the interest;

9 (B) notwithstanding any other prevision of law, property acquired by an

10 agency, corporation, or other entity o f the state through foreclosure or deed in lieu of

11 foreclosure and retained as an investment of a state entity is taxable; this subparagraph

12 does not apply to federal land granted to the University o f Alaska under AS 14.40.380

13 or 14.40.390, or to other land granted to the university by the state to replace land that 

had been granted under AS 14.40.380 or 14.40.390;

CS FOR SENATE BILL NO. 330 (FINANCE)
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1 (C) an ownership interest of a municipality in real property located outside

2 the municipality acquired after December 21, 1990, is taxable by anot.ier municipality;

3 however, a borough may not tax an interest in real property located in the borough and

4 owned by a city in that borough;
I
j 5 (2) household furniture and personal effects of members o f a household;

6 (3) property used exclusively for nonprofit religious, charitable, cemetery,

! 7 hospital, or educational purposes;

8 (4) property of a nonbusiness organization composed entirely of persons with 90

!! 9 days or more of active service in the armed forces o f the United States whose conditions of

10 service and separation were other than dishonorable, or the property o f an auxiliary of that

I I  organization;

,jl2 (5) money on deposit;

13 (6) the real property of certain residents of the state to the extent and subject to

14 the conditions provided in (e) of this section;

15 (7) real property or an interest in real property that is exempt from taxation under

16 43 U.S.C. 1620(d), as amended;

17 (8) property of a political subdivision, agency, corporation, or other entity of the

18 United States to the extent required by federal law; except that a private leasehold, contract, or

19 other interest in the property is taxable to the extent of that interest^

20 (9) natural resources in place including coal, ore bodies, mineral deposits, and

21 other proven and unproven deposits of valuable materials laid down bv natural processes,

22 unharvested aquatic plants and animals, and tim ber.

23 * Sec. 2. This Act takes effect January 1, 1993.
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DEPT. OF COMMUNITY & REGIONAL AFFAIRS

OFFICE OF THE COMMISSIONER

J a n u a r y  17, 1992 

P O S I T I O N  P A P E R

RE: S e n a t e  Bill  330

S P O N S O R :  S e n a t o r  A d a m s

P r o g r a m  E f f e c t s  of Bill

T h e  p a s s a g e  of this  b i l l  w o u l d  c a u s e  all 
place, as d e f i n e d  in the l e g i s l a t i o n ,  to b e c o m e  m a n d a t o r i l y  
e x e m p t  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 .  T h e  p a s s a g e  of this 
m e a s u r e  w o u l d  m a k e  the t e m p o r a r y  e x e m p t i o n  for n a t u r a l  
r e s o u r c e s  in p l a c e  e n a c t e d  by HB 159 in 1990  p e r m a n e n t .  T h a t  
e x e m p t i o n  e x p i r e s  J u l y  1, 1992.

C o m m e n t s

T h e  D e p a r t m e n t  s t r o n g l y  s u p p o r t s  the p a s s a g e  of SB 330. T h i s  
p o s i t i o n  is the r es u l t  of ou r  r e c e n t  s t u d y  c o n d u c t e d  u n de r CH 
127, S L A  1990 . T h e  f u l l  r e p o r t  of that st ud y,  a l o n g  w i t h  our 
c o n c l u s i o n s  and r e c o m m e n d a t i o n s ,  has a l r e a d y  b e e n  d e l i v e r e d  to 
the C o m m i t t e e .  A s u g g e s t i o n  for a m i n o r  t e c h n i c a l  a m e n d m e n t  is 
a t t a c h e d  to this p o s i t i o n  pa per .

E d g a r  B l a t c h f o r d ,  C o m m i s s i o n e r

□  150 THIRD STREET
JUNEAU, ALASKA 9-.30I-I29I 
PHONE: (907)465-4700

949 E. 36TH AVENUE. SUITE 400 
ANCHORAGE. ALASKA 99508 4302 
PHONE: (907) 563-1073

WALTER J. HICKEL, GOVERNOR

latural r e s o u r c e s  in

A t t a c h m e n t



M E M O R A N D U M S ta te  of A laska

To: T h e  H o n o ra b le  W a lte r  J . H ic k e l
G o v e rn o r

D e ce m b e r 1 6 ,1 9 9 1

F ro m : R u ra l D e v e lo p m e n t S u b -cab in e t P h o n e : 4 6 5 -4 7 0 0

Re: Support for legislation exempting natural resources in place
from local property taxation

T h e  ru ra l  d e v e lo p m e n t su b -c ab in e t h a s  b e e n  fo llo w in g  w ith  co n ce rn  th e  is su e  o f  
w h e th e r  o r  n o t  n a tu ra l re so u rce s  in  p la c e  sh o u ld  be  su b je c t to lo ca l p ro p e rty  
tax a tio n . A  s tu d y  o f  th e  issu e  w as c o n d u c te d  by  th e  D e p a rtm en t o f  C o m m u n ity  
a n d  R e g io n a l A ffa irs , a n d  a  rep o rt w ill  b e  su b m itte d  to  d ie  L eg is la tu re  b e fo re  
J a n u a ry  13.

T h e re  is n o w  c o n se n su s  a ro u n d  the  s ta te  th a t  n a tu ra l re so u rce s  in  p la c e  sh o u ld  be  
to ta lly  e x em p t fro m  lo c a l p ro p e rty  ta x a tio n . L e g is la tio n  to  e ffec t a  to ta l e x em p tio n  
(w ith  the  ex ce p tio n  o f  o i l  a n d  gas w h ich  a re  tre a ted  sep a ra te ly  u n d e r  ex is tin g  
s ta tu te s )  w ill  b e  p ro p o s e d  in  the  fo r th c o m in g  leg is la tiv e  sess io n . N a tu ra l  re so u rce  
in d u s tr ie s  an d  a sso c ia tio n s , N a tiv e  c o rp o ra tio n s , lo c a l g o v e rn m e n ts , a n d  the  
A la sk a  M u n ic ip a l L e a g u e  h av e  a ll e n d o rse d  a to ta l ex em p tio n .

T h e  ru ra l d e v e lo p m e n t su b -c ab in e t su p p o rts  a  to ta l e x e m p tio n  o f  n a tu ra l  re so u rces  
in  p la c e  fro m  lo c a l p ro p e r ty  tax a tio n , a n d  u rg e s  the  G o v e rn o r  to  a c tiv e ly  su p p o rt 
le g is la tio n  th a t w ill  so  a m e n d  T itle  29  o f  T h e  A la sk a  S ta tu tes . ___     ...

Commissioner Edgar Blatchford, Chair 
Community & Regional Affairs

Commissioner Glenn A. Olds 
Commerce &  Economic Development

Commissioner Carl L. Rosier 
Fish and Game Natural Resources

Environmental Conservation



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

Resolution of the A l a s k a  Municipal L e a g u e

Resolution No. 92-6

WHEREAS, under Chapter 127, SLA 1990, there is a temporary exemption for 
natural resources in place until July 1, 1992, and

WHEREAS, under the same statute, the Department of Community and Regional 
Affairs (DCRA), in concert with the Alaska Municipal League and the Department of 
Revenue, is required to prepare a study and recommendations by January 15, 1992, on 
municipal property taxation of natural resources in place, and

WHEREAS, the AML President appointed a working group of municipal officials 
and other individuals which has worked with DCRA to represent the views of 
municipalities, and

WHEREAS, previously, Alaska law required municipalities that levy a property tax 
to assess, levy, and collect property taxes ori natural resources in place, except oil and 
gas resources, which are mandatorily exempted, and

WHEREAS, without the exemption, the Office of the State Assessor may be 
required to include values for those natural resources in place in the full value 
determination for municipalities across the state, and

WHEREAS, prior to the temporary exemption, neither municipalities nor the Office 
of the State Assessor included values for those resources on local assessment rolls ci* 
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, under the Alaska Constitution and existing statutes, municipalities have 
broad powers to impose a variety of taxes on such industries, including sales, use, 
severance, excise, property, and income taxes, in order to provide services and mitigate 
the impacts or development, and

WHEREAS, in the "Draft Report on the Study of Taxation of ’In Place’ Natural 
Resources" dated November 1,1991, and prepared by DCRA, natural resources in place 
are defined as 'any material in its native state before it has been severed or extracted';



Alaska Municipal League Resolution No. 92-6

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 of all natural resources in place, as defined in the DCRA Draft 
Report of November 1, 1991, together with language that would insure preservation of 
the power of municipalities to levy other types of taxes, including severance and sales 
taxes against the development and sale of those natural resources.

Adopted at Annual Business Meeting o November 15, 1991 o Fairbanks, Alaska



Report to the Alaska Legislature
on

The Taxation of Natural Resources In Place
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R E P O R T  T O  T H E  A L A S K A  L E G IS L A T U R E  
O N

T H E  T A X A T IO 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

I .  I n t r o d u c t i o n

In 1990, th e  A la s k a  L e g i s l a t u r e  p a s s e d  a n  a c t  c r e a t in g  a t e m p o r a r y  e x e m p t io n  f rom  p ro p e r ty  
t a x a t io n  fo r n a tu r a l  r e s o u r c e s  in p la c e .  ( H B 159, e n a c t e d  a s  CH 127 SLA 1990, h e r e a f t e r  " th e  A c t" . )  
T h e  t e m p o r a r y  e x e m p t io n  in th e  A c t  e x p i r e s  J u ly  1, 1992.

in  th e  A c t ,  t h e  L e g i s l a t u r e  r e q u i r e d  th e  D e p a r tm e n t  o f  C o m m u n i t y  a n d  R e g io n a l  A f fa i r s  (DCRA) to  
c o n d u c t  a  s t u d y  o f  t h e  p o te n t ia l  e f fe c t s  o f  v a r io u s  n a tu r a l  r e s o u r c e  ta x a t io n  o p t io n s .  T h is  repo r t  
r e p r e s e n t s  D C R A 's  e f fo r t  to  fu l f i l l  th i s  d i r e c t i v e .  T h e  p u rp o s e  o f  th i s  repo r t  is to  r a i s e  t h e  r e le v a n t  
p o l i c y  i s s u e s  a n d  h ig h l i g h t  s o m e  o f  th e  m a jo r  r a m i f i c a t i o n s  fo r  lo c a l  g o v e r n m e n t s ,  t h e  s ta te , a n d  
r e s o u r c e  in d u s t r i e s  o f  v a r io u s  ta x a t io n  s t r a te g ie s .  V o lu m e s  c o u l d  b e  w r i t t e n  o n  th e  p ro s  a n d  c o n s  
o f  th e  v a r io u s  t a x a t io n  s t r a te g ie s  to  b e  c o n s i d e r e d  a n d  h o w  th e y  m ig h t  im p a c t  t h e  v a r io u s  r e s o u r c e  
i n d u s t r i e s  a n d  t h e  v a r io u s  m u n i c i p a l i t i e s .  H o w e v e r ,  th i s  s t u d y  d o e s  n o t  p u rp o r t  to b e  an  in-dep th  
d i s c u s s io n  o f  a l l  th e  p o s s i b l e  im p l i c a t i o n s  o f th e  ta x a t io n  s t r a te g ie s  e x a m in e d .  I f  t h e  L e g i s la t u r e  
d e t e rm in e s  th e r e  is s u f f i c ie n t  in te re s t  in , o r  n e e d  to  fu r th e r  e x a m in e  t h e  q u e s t i o n s  r a i s e d ,  it m a y  
c h o o s e  to  a l l o c a t e  a d d i t i o n a l  r e s o u r c e s  to  s t u d y in g  th o s e  q u e s t i o n s .  H o w e v e r ,  a t th i s  t im e  th e re  
a p p e a r s  to  b e  a s t a t e w i d e  c o n s e n s u s  in s u p p o r t  o f  t o t a l l y  e x e m p t in g  n a tu r a l  r e s o u r c e s  in p la c e  f rom  
lo c a l  t a x a t io n .

A la s k a  s t a t u te s  p e r t a in in g  to  p ro p e r ty  t a x a t io n  b y  lo c a l  g o v e r n m e n t s ,  w h i l e  p r e s e n t ly  e x e m p t in g  
c e r t a in  k in d s  o f  p ro p e r t y  f ro m  ta x a t io n ,  d o  n o t  ( e x c ep t  fo r th e  tem p , ra ry  e x e m p t io n  in th e  Act) 
e x e m p t  n a tu r a l  r e s o u r c e s  in p la c e  f rom  ta x a t io n .  C o n s e q u e n t l y ,  n a tu r a l  r e s o u r c e s  in p la c e  a re  
r e q u i r e d  to  b e  t a x a b le  p ro p e r ty .  A s lo n g  a s  th e  r e s o u r c e s  r em a in  in p la c e ,  th e y  c o u l d  o n l y  b e  ta x e d  
th r o u g h  th e  m e th o d  o f  p ro p e r t y  ta x a t io n .  T h u s ,  th e  b a s i c  i s s u e  o f  th i s  s t u d y  w a s :

S h o u ld  n a t u r a l  r e s o u r c e s  in  p la c e  b e  t a x a b le  b y  m u n i c ip a l i t i e s ?  O r ,  in  o t h e r  
w o r d s ,  s h o u l d  n a t u r a l  r e s o u r c e s  b e  s u b j e c t  t o  m u n i c i p a l  p r o p e r t y  ta x a t io n ?

T h e  L e g i s l a t u r e  a l s o  a s k e d  D C R A  to  e x a m in e  n a tu r a l  r e s o u r c e  ta x a t io n  o p t io n s  o th e r  th an  to ta l 
t a x a b i l i t y  o f  n a tu r a l  r e s o u r c e s  in p la c e  o r  to ta l  e x e m p t io n  o f  n a tu r a l  r e s o u r c e s  in p la c e  from  
m u n i c i p a l  p ro p e r t y  t a x a t io n .  C o n s e q u e n t l y ,  t h e  s t u d y  a l s o  e x a m in e d  th e  f o l l o w in g  q u e s t io n s :

1. S h o u ld  n a t u r a l  r e s o u r c e s  in  p la c e  b e  p a r t i a l l y  e x e m p t  f r o m  lo c a l  ta x a t io n ?

2. S h o u ld  n a t u r a l  r e s o u r c e s  in  p la c e  b e  t o t a l l y  o r  p a r t i a l l y  e x e m p t  f r o m  lo c a l  
t a x a t io n  a t  t h e  o p t io n  o f  th e  lo c a l  g o v e r n m e n t?

3. W h a t  o t h e r  f o rm s  o f  t a x a t io n ,  i f  a n y ,  s h o u l d  m u n i c i p a l i t i e s  b e  a b l e  t o  a p p ly  
to  n a t u r a l  r e so u r c e s?

To  a n s w e r  t h e s e  q u e s t i o n s  th e  s t u d y  e x a m in e d  s e v e r a l  m a jo r  p o l i c y  c o n c e rn s :

✓ F a i rn e s s  a m o n g  t a x p a y e r s
✓ F a i rn e s s  a m o n g  m u n i c i p a l i t i e s
v ' S t im u la t i o n  o f  e c o n o m ic  d e v e lo p m e n t
✓ Cost-effectiveness of taxation methods
✓ M u n i c i p a l  r e v e n u e  n e ed s/ so u rc e s
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In p a r t ic u la r ,  th e  s t u d y  lo o k e d  at th e  c o n s e q u e n c e s  o f  v a r io u s  o p t io n s  fo r t a x a t io n  o f  n a tu r a l  
r e s o u r c e s  on  m u n i c ip a l i t i e s ,  th e  r j s o u r c e  in d u s t r ie s ,  a n d  th e  s ta te  g o v e r n m e n t  (in p a r t i c u la r  th e  
S ta te  A s s e s so r ' s  O f f ic e ) .  A  s u r v e y  o f  o th e r  s ta te s  a n d  p r o v in c e s  w a s  a ls o  c o n d u c t e d .  A n  a d d e n d u m  
at th e  e n d  o f  th i s  repo r t d i s c u s s e s  th e  re su l t s  o f  th e  q u e s t i o n n a i r e  o n  th e  s u b je c t  o f  n a tu r a l  r e s o u r c e s  
t a x a t io n  in th e  o th e r  s ta te s  a n d  p r o v in c e s .

T h e  A c t  m a n d a t e d  th a t D C r  A. c o n d u c t  th e  s t u d y  in  c o n c e r t  w i th  th e  D e p a r tm e n t  o f  R e v e n u e  (DOR) 
a n d  th e  A la s k a  M u n i c i p a l  L e a g u e  (AML), a n d  w i th  th e  p a r t i c ip a t io n  o f  r e p r e s e n ta t i v e s  o f  
m u n i c i p a l i t i e s  a n d  u n in c o rp o r a t e d  c o m m u n i t i e s  in b o r o u g h s  a n d  in th e  U n o r g a n i z e d  B o ro u g h , 
A f te r  in i t i a l  m e e t in g s  w i th  t e c h n i c a l  a n d  m o re  b r o a d l y  b a s e d  w o r k in g  g ro u p s  in  1990 a n d  e a r l y  
1991, a n d  t e le c o n f e r e n c e s  s p e c i f i c a l l y  w i th  th e  A M L  w o r k in g  g r o u p  in A u g u s t  a n d  S e p tem b e r  
1991, D C R A  i s s u e d  a P r e l im in a r y  R epo r t on  T h e  S tu d y  o f  T a x a t io n  o f  N a tu r a l  R e s o u r c e s  in P la c e  
on  S e p tem b e r  13, 1991. T h e  repo r t  w a s  s e n t  to  a l l  m e m b e r s  o f  th e  t e c h n i c a l  a n d  o th e r  w o r k in g  
g r o u p s  fo r  c o m m e n t .  P re se n ta t io n s  o n  th e  a p p ro a c h  to  th e  s t u d y  a n d  its t e n t a t i v e  r e s u l t s  w e r e  m a d e  
at th e  S o u th e a s t  C o n f e r e n c e  in J un e a u ,  th e  A la s k a  Fo re s t A s s o c ia t io n  c o n v e n t io n  in S itka , d u r in g  
th e  A la s k a  F e d e r a t io n  o f  N a t i v e s  c o n v e n t io n  in  A n c h o r a g e ,  a t th e  A la s k a  M in e r s  A s s o c ia t io n  
c o n v e n t io n  in A n c h o r a g e ,  a n d  a t th e  A la s k a  M u n i c i p a l  L e a g u e  c o n f e r e n c e  in F a i r b a n k s  d u r i n g  th e  
fa l l  o f  1991. B e fo re  th e  A M L  c o n f e r e n c e ,  a D ra f t R epo r t o n  T h e  T a x a t io n  o f  N a tu r a l  R e s o u r c e s  in 
P la c e ,  d a t e d  N o v e m b e r  1,1991, w a s  c i r c u l a t e d  to  a l l  o f t h e  m e m b e r s  o f  th e  v a r io u s  w o r k in g  g ro u p s  
a n d  th e  p e o p le  w h o  e x p r e s s e d  in te re s t  in b e in g  o n  th e  m a i l i n g  l is t  a s  a re s u l t  o f  th e  l i v e  p r e s e n ta t io n s  
on  th e  s t u d y .  T he  r e s u l t  o f  th e  s t u d y  p r o c e s s  is a c o n s e n s u s  th a t  n a tu r a l  r e s o u r c e s  in p la c e  s h o u ld  
b e  to t a l l y  e x e m p te d  f rom  lo c a l  p ro p e r ty  ta x a t io n .  W i t h o u t  l e g i s l a t i v e  a c t io n  d u r in g  th e  1992 
le g i s l a t i v e  s e s s io n ,  h o w e v e r ,  th e  t em p o ra r y  e x em p t io n  f rom  m u n i c i p a l  ta x a t io n  fo r n a tu ra l  
r e s o u r c e s  in p la c e  w i l l  e x p i r e  Ju ly  1, 1992, a n d  n a tu ra l  r e s o u r c e s  in p la c e  w i l l  o n c e  a g a in  b e  
t a x a b le .

To  e n c o u r a g e  r e a s o n e d  d i s c u s s io n  o f  th e  fo c a l  i s s u e s  o f  th e  s t u d y ,  th e  d ra f t  repo r t  a n d  th e  l i v e  
p r e s e n ta t io n s  d i s c u s s e d  th e  e x i s t in g  f r am ew o r k  o f  m u n i c i p a l  t a x a t io n  in A la s k a ,  th e  p o te n t i a l  e f fe c t 
o f  th e  a s s e s s e d  v a l u e  o f  r e so u r c e s  in p la c e  (if d e e m e d  ta x a b le )  o n  th e  s ta te  e d u c a t i o n  f o u n d a t i o n  
a id  a n d  s ta te  r e v e n u e  sh a r in g  m o n ie s  to  b e  r e c e i v e d  b y  lo c a l  g o v e r n m e n t s ,  a n d  th e  lo c a l  r e v e n u e  
g e n e r a t io n  r e q u i r e d  in o rd e r  to  q u a l i f y  for th o se  m o n ie s  u n d e r  th e  e x i s t in g  fo rm u la s .  Bo th  o f  th e s e  
fo r rn u la- b a se d  p ro g ram s  a re  t ie d  to  th e  fu l l  a n d  t ru e  v a l u e  o f  re a l a n d  p e r s o n a l  p ro p e r t y  w i t h in  
m u n i c i p a l i t i e s .  C e r ta in  a sp e c t s  c f  th e s e  p ro g ram s  a n d  th e i r  t e rm in o lo g y  h a d  to b e  u n d e r s t o o d  to 
la y  th e  g r o u n d w o r k  fo r  d i s c u s s io n  o f  th e  c e n t r a l  i s s u e  o f  ta x a t io n  o f  r e so u r c e s  in p la c e .

T h e  b a l a n c e  o f  th i s  r e p o r t  f o l lo w s  th e  fo rm a t a n d  p r o v id e s  th e  in fo rm a t io n  c i r c u l a t e d  to  th e  p u b l i c  
a s  par t o f  t h e s t u d y .  It e x p la in s  th e  f r am ew o r k  for m u n i c i p a l  ta x a t io n  in  A la s k a ,  t h e  s ta te  f o u n d a t io n  
a id  p ro g ram  fo r s c h o o l s ,  a n d  th e  s ta te  r e v e n u e  s h a r in g  p ro g ram  b e fo r e  r e tu rn in g  to  t h e  s p e c i f i c  
i s s u e  o f  th e  ta x a t io n  o f  n a tu ra l  r e s o u r c e s  in p la c e .  T he  repo r t a l s o  e x a m in e s  a s s e s s in g  i s s u e s  a n d  
th e  p o l i c y  c o n c e r n s  l i s te d  a b o v e  in r e la t io n  to  th e  ta x a t io n  o p t io n s  D C R A  w a s  d i r e c t e d  to  s t u d y .  
T h is  f in a l  repo r t  w i l l  a l s o  b e  c i r c u l a t e d  to  th e  p u b l i c  b e fo r e  th e  1992 le g i s l a t i v e  s e s s io n  b e g in s .

I I .  T h e  Lega l F r a m e w o r k  f o r  M u n i c i p a l  T a x a t i o n  in  A la s k a

A r t i c le s  IX a n d  X o f  th e  A la s k a  C o n s t i t u t io n  a n d  T i t l e  29 o f  th e  A la s k a  S ta tu te s  e s t a b l i s h  th e  
f r a m e w o r k  for m u n i c i p a l  ta x a t io n  in A la s k a .  H o m e  r u le  m u n i c i p a l i t i e s  a r e  g r a n t e d  b r o a d  
g o v e r n m e n ta l  p o w e r s  b y  th e  A la s k a  C o n s t i t u t io n ,  w h i l e  g e n e r a l  l a w  m u n i c i p a l i t i e s  a re ,  a m o n g  
o th e r  s p e c i f i e d  p o w e r s ,  g r an te d  th e  r igh t to le v y  a ta x  o r  s p e c i a l  a s s e s sm en t ,  a n d  im p o s e  a l i e n  for 
its e n fo r c e m e n t  (AS 29.35.010). H o m e  r u le  a n d  g e n e ra l  l a w  m u n i c i p a l i t i e s  a r e  s u b je c t  to  l im i t a ­
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t io n s  o n  th e i r  t a x in g  p o w e r s  fo u n d  in C h a p te r  29.45 o f  th e  A la s k a  S ta tu te s .  W i t h i n  C h a p te r  29.45 
th e r e  a r e  p r o v i s i o n s  on  p ro p e r ty  ta x e s ,  s a le s  ta x e s  a n d  u s e  ta x e s .  S e c t io n  29.45.010 a u t h o r i z e s  
c i t i e s ,  b o r o u g h s ,  a n d  u n i f i e d  m u n i c i p a l i t i e s  to  l e v y  a p ro p e r ty  ta x . i f  a ta x  is l e v i e d  o n  rea l or 
p e r s o n a l  p ro p e r ty ,  it m u s t  b e  a s s e s s e d ,  l e v i e d ,  a n d  c o l l e c t e d  as p r o v id e d  in C h a p te r  29.45. 
N o w h e r e  in C h a p te r  29.45, h o w e v e r ,  is th e re  a s t a tem en t  o f  w h a t  is t a x a b le .  In s te a d ,  th e  
a s s u m p t io n  is th a t  a l l  re a l a n d  p e r s o n a l  p ro p e r ty  is t a x a b le  u n le s s  it is e x e m p te d  f rom  p rop e r ty  
t a x a t i o n . Tha t a s s u m p t io n  is s u p p o r t e d  b y  S e c t io n  1 o f  A r t i c le  X o f  th e  A la s k a  C o n s t i t u t io n ,  w h i c h  
p r o v id e s  th a t "a l i b e r a l  c o n s t r u c t io n  s h a l l  b e  g iv e n  to  th e  p o w e r s  o f  lo c a l  g o v e r n m e n t . "  T h e  
f o l l o w in g  tw o  s e c t io n s  d e s c r i b e  th e  g e o g r a p h ic  d i s t r i b u t io n  o f  m u n i c i p a l  t a x in g  p o w e r s  a n d  
d i s c u s s  th e  c o n c e p t  o f  t a x a b i l i t y .  Part IX o f  th is  repo r t  d i s c u s s e s  v a r io u s  p ro p e r t y  t a x a t io n  o p t io n s  
a n d  o th e r  ta x a t io n  o p t io n s  th a t th e  L e g i s l a t u r e  d i r e c t e d  D C R A  to s t u d y .

A . T h e  g e o g r a p h ic  d i s t r i b u t i o n  o f  m u n i c i p a l  t a x in g  p o w e r s

N a tu r a l  r e s o u r c e s  in p la c e ,  in o r d e r  to  b e  s u b je c t  to  m u n i c i p a l  p ro p e r ty  t a x a t io n ,  h a v e  to  b e  lo c a t e d  
w i t h i n  a c i t y ,  b o r o u g h  o r a  u n i f i e d  m u n i c i p a l i t y .  T h e r n a p b e l o w  i n d i c a t e s  t h e b o r o u g h s ,  t h e  u n i f i e d  
m u n i c i p a l i t i e s ,  a n d  th e  u n o r g a n i z e d  b o r o u g h .  N o t  s h o w n  o n  th e  m a p  a re  m a n y  c i t i e s  lo c a t e d  
w i t h i n  th e  U n o r g a n i z e d  B o ro u g h .  M o s t  c i t i e s  d o  no t  c o n t a in  m a n y  n a tu r a l  r e s o u r c e  p ro p e r t ie s  
b e c a u s e  o f  th e  l im i t e d  a rea  i n c lu d e d  w i t h in  th e i r  b o u n d a r i e s .  N e v e r th e le s s ,  a n y  n a tu ra l  r e s o u r c e  
p ro p e r t ie s  lo c a t e d  w i t h in  th e i r  b o u n d a r i e s  c o u l d  b e  a f f e c te d  b y  le g i s l a t i o n  (or la c k  th e reo f)  
p e r t a in in g  to  th e  ta x a t io n  o f  r e s o u r c e s  in p la c e .  T h e  i s s u e  o f  t a x a t io n  o f  r e s o u r c e s  in p la c e  is a l s o  
o f  s i g n i f i c a n c e  to  r e s id e n t s  a n d  p ro p e r ty  o w n e r s  in  t h e  U n o r g a n i z e d  B o ro u g h  b e c a u s e ,  u p o n  
b o r o u g h  fo rm a t io n ,  w h a t e v e r  is t a x a b le  u n d e r  s ta te  l a w  w i l l  b e  t a x a b le  b y  th e  n e w  b o ro u g h ,  
w h e t h e r  o r  no t th e  n e w  b o r o u g h  e le c t s  to  l e v y  a p rop e r ty  tax .

Borough and Rural Education A ttendance Areas (REAA)

1
REAA*

Sea note below.
2 Bering Strait,
3 Lower Yukon
4 Lower Kuskokwlm
5 Kuspuk
6 Southwesl Region
7 See note below.
6 Aleutian Region
S Pribllol Islands

10 Adak Region
11 Idltarod Area
12 Yukon-Koyukuk
13 Yukon Flat*
14 Sea nota below.
15 Delta/Greely
16 Alaska Gateway
17 Copper River
16 Chatham
10 Soulheast Island
20 Annette Island
21 Chugach
22 Kashunamlut
23 Yuplt (not to icele)

Borough assumed
responsibilities.

North Slop* Borough
Northwest Arctic 
Borough <

'Lake and Panlnsula 
Borough

Fairbanks North Star Borough

_T^Denall Borough

18 '-Matanuska-Susitna 
Borough
Municipality o( Anchoraga

Haines Borough 
 ---   pm City and

Kenal P a n l n s u l a J u n a a u  
Borough

Kalchlcan Gateway 
Borough

Aleutians East 
Borough
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B. W h a t  is  t a x a b i e f

T h e  fo c a l  i s s u e  o f  th is  s t u d y  is: s h o u l d  n a tu r a l  r e s o u r c e s  in p la c e  b e  t a x a b le  b y  m u n i c ip a l i t i e s ?  A s 
e x p la i n e d  a b o v e ,  u n d e r  t h e  s t a t u to r y  f r a m e w o r k  fo r m u n i c i p a l  ta x a t io n  in  A la s k a ,  a l l  r e a l a n d  
p e r s o n a l  p ro p e r ty  is t a x a b le  u n le s s  it is e x e m p te d  f rom  p ro p e r ty  ta x a t io n .  R e q u i r e d  e x e m p t io n s  
f rom  m u n i c i p a l  p ro p e r ty  t a x a t io n  a re  s p e c i f i e d  in AS 29.45.030. E x am p le s  f rom  th e  l a u n d r y  l i s t  
o f  p ro p e r ty  e x e m p te d  f rom  p ro p e r ty  t a x a t io n  b y  AS 29.45.030 a re  h o u s e h o ld  f u r n i t u r e  a n d  
p e r so n a l  e f fe c t s  o f  m e m b e r s  o f  a  h o u s e h o ld ,  a n d  p rop e r ty  u s e d  e x c l u s i v e l y  fo r n o n p ro f i t  r e l i g io u s ,  
c h a r i t a b l e ,  c em e te r y ,  h o s p i t a l ,  o r  e d u c a t i o n a l  p u rp o s e s .  P rop e r ty  o w n e d  b y  A N C S A  N a t i v e  
c o rp o r a t io n s  is a l s o  e x e m p t  f rom  m u n i c i p a l  t a x a t io n  u n t i l  d e v e lo p m e n t  o c c u r s  o r  it is l e a s e d  to  a 
th i r d  p a r ty ,  in a d d i t i o n  to  th e s e  e x e m p t io n s  f rom  p ro p e r ty  ta x a t io n ,  AS 43.56 p r o v i d e s  fo r c e r ta in  
e x e m p t io n s  o f  o i l  a n d  g a s  p r o d u c t io n  a n d  p ip e l i n e  p rop e r ty ,  i n c l u d i n g  o i l  a n d  g a s  in  p la c e .  A l l  o f  
th e  e x e m p t io n s  d i s c u s s e d  in  th i s  p a r a g ra p h  a r e  m a n d a to r y  e x e m p t io n s .  In o th e r  w o r d s ,  th e  
p ro p e r ty  m e n t io n e d  in th e  a b o v e - r e f e r e n c e d  s ta tu te s  is s im p l y  no t  t a x a b le  a t a l l .

S e c t io n  29.45.050 o f  th e  A la s k a  S ta tu te s  p r o v i d e s  fo r o p t io n a l  e x e m p t io n s  a n d  e x c l u s i o n s  f rom  
lo c a l  p ro p e r ty  ta x a t io n .  T h e  e x e m p t io n s  a n d  e x c l u s i o n s  a re  a t  th e  o p t io n  o f  th e  lo c a l  g o v e r n m e n t  
w h i c h  le v i e s  th e  p ro p e r ty  ta x . T w o  e x a m p le s  o f  o p t io n a l  e x e m p t io n s  a r e  th e  e x e m p t i o n  f rom  
p ro p e r ty  ta x a t io n  o f  p e r s o n a l  p ro p e r ty  a n d  th e  e x e m p t io n  o f  u p  to  $10,000 o f  v a l u e  in  a r e s i d e n c e .  
T he  e x e m p t io n s  in AS 29.45.050 r e q u i r e  a c t io n  b y  th e  lo c a l  g o v e r n m e n t  a n d  th e y  s o m e t im e s  a l s o  
r e q u i r e  a p p ro v a l  o f  th e  vo te r s .

S in c e  th e r e  a r e  e x i s t in g  m a n d a t o r y  e x e m p t io n s  a n d  o p t io n a l  e x e m p t io n s ,  a n d  s i n c e  th e r e  is a 
m a n d a to r y  e x e m p t io n  f rom  p ro p e r ty  t a x a t io n  fo r o i l  a n d  g a s  in p la c e  in  p a r t i c u la r ,  i t i s  r e a s o n a b l e  
to c o n s i d e r  s o m e  fo rm  o f  e x e m p t io n  fo r s o m e  o th e r ,  ora l/ n a tu ra l  r e s o u r c e s  in p la c e .  I f  a m a n d a t o r y  
o r o p t io n a l  e x e m p t io n  is to  b e  c o n s i d e r e d ,  h o w e v e r ,  w e  m u s t  h a v e  a w o r k in g  d e f in i t io n  o f  t h e  te rm  
" n a tu r a l  r e s o u r c e  in  p la c e . "

I I I .  W h a t  is  a  " N a t u r a l  R e s o u r c e  in  P la c e "?

T h e  te rm  " n a tu r a l  r e s o u r c e s  in  p la c e "  d o e s  n o t  c o r r e s p o n d  to a n y  c o m m o n l y  u s e d  a s s e s sm e n t  
t e rm in o lo g y  a n d  a p p e a r s  to  b e  v e r y  b r o a d .  T h e  te rm  " n a tu r a l  r e s o u r c e s  in p la c e "  is u s e d  s e v e r a l  
t im e s  in th e  A c t ,  b u t  o n l y  S e c t io n  2 g iv e s  an  i n d i c a t i o n  o f  w h a t  th e  te rm  m e a n s .  S e c t io n  2 o f  th e  
A c t  r e a d s  a s  fo l lo w s :

Sec .2 . T em p o r a r y  T a x  E x em p t io n .  N a tu r a l  r e s o u r c e s  in p la 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 in e r a l  a n d  o th e r  d e p o s i t s  o f  v a l u a b l e  m a te r i a l s  a n d  t im b e r  s t u m p a g e ,  a r e  
e x e m p t  f rom  p ro p e r t y  ta x a t io n  b y  a m u n i c i p a l i t y ,  ( em ph a s is  a d d e d )

B y  th e  l a n g u a g e  o f  S e c t io n  2, th e  te rm  " n a tu r a l  r e s o u r c e s  in p la c e "  c o v e r s  1) u n p r o v e n  m in e r a l  a n d  
o th e r  d e p o s i t s  o f  v a l u a b l e  m a te r i a l s ,  2) p r o v e n  m in e r a l  a n d  o th e r  d e p o s i t s  o f  v a l u a b l e  m a te r i a l s ,  
3) t im b e r  s t u m p a g e ,  4) a n d  a c a t e g o r y  b e s t  d e s c r i b e d  a s  "o th e r . "  T h e  "o th e r "  c a t e g o r y  a r i s e s  f rom  
th e  w o r d i n g  o f  th e  A c t  th a t s a y s  n a tu r a l  r e s o u r c e s  in  p la c e  " i n c lu d in g "  th e  n a m e d  c a t e g o r ie s  th a t 
a re  l i s te d .  A p p a r e n t ly ,  s o m e th in g  in a d d i t i o n  to  th e  n a m e d  c a t e g o r ie s  in th e  A c t  w a s  c o n t e m p la t e d  
b y  th e  L eg is la tu r e .  A n o th e r  a m b i g u o u s  te rm  in t h e  A c t  is th e  p h r a s e  " o th e r  d e p o s i t s  o f  v a l u a b l e  
m a te r i a l s . "  T h is  t e rm  p r o b a b l y  i n c l u d e s  s a n d  a n d  g r a v e l ,  b u t  d o e s  it i n c l u d e  g l a c i a l  i c e ,  fo r 
in s tan ce?
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For th e  p u rp o s e s  o f  t h e  s t u d y ,  th e  te rm  "n a tu ra l  r e so u r c e s  in p la c e "  w a s  d e f i n e d  as :

A n y  m a te r i a l  in  i t s  n a t i v e  s t a t e  b e f o r e  it h a s  b e e n  s e v e r e d  o r  e x t r a c t e d .

W i t h  th a t  w o r k in g  d e f in i t io n  o f  " n a tu r a l  r e so u r c e s  in  p la c e , "  w e  lo o k e d  at t h e  e f fe c t  o f  h a v in g  
n a tu ra l  r e so u r c e s  in p la c e  t a x a b le ,  a s  th e y  w e r e  b e fo re  th e  te m p o r a r y  e x e m p t io n  w e n t  in to  p la c e  
in  1990. A n  im p o r ta n t  e f fe c t  o f  t a x a b i l i t y  o f  a n a tu ra l  r e so u r c e  in  p la c e  is th a t  its m a r k e t  v a l u e  m u s t  
b e  i n c l u d e d  in th e  " fu l l  v a l u e  d e t e rm in a t io n "  fo r th e  m u n i c i p a l i t y  in w h i c h  th e  r e s o u r c e  is lo c a t e d .  
T h e  v a l u e  o f  a l l  t a x a b le  rea l a n d  p e r s o n a l  p ro p e r ty  in a m u n i c i p a l i t y  is i n c l u d e d  in its fu l l  v a l u e  
d e t e rm in a t io n .  T h e  o b v io u s  q u e s t i o n ,  th en , is: W h a t  is a fu l l  v a l u e  d e t e rm in a t io n ?

IV .  W h a t  i s  a  " F u l l  V a lu e  D e t e rm in a t i o n "  ?

In b r ie f ,  a fu l l  v a l u e  d e t e rm in a t io n  is th e  s u m  to ta l for a m u n i c i p a l i t y  o f  th e  f u l l  a n d  t r u e  v a l u e  
e s t a b l i s h e d  for e a c h  p ie c e  o f  t a x a b le  rea l a n d  p e r so n a l  p ro p e r t y  w i t h i n  a m u n i c i p a l i t y .  AS 
29.45.110 (a) s p e c i f i e s  th a t th e  fu l l  a n d  t r u e  v a l u e  (FTV) is " th e  e s t im a t e d  p r i c e  th a t  t h e  p rop e r ty  
w o u l d  b r in g  in  an  o p e n  m a rk e t  a n d  u n d e r  th e  th en  p r e v a i l i n g  m a rk e t  c o n d i t i o n s  in  a s a le  b e tw 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 th  c o n v e r s a n t  w i t h  th e  p ro p e r ty  a n d  w i t h  p r e v a i l i n g  genera! 
p r i c e  le v e l s . "  AS 29.45.110 (a) a l s o  r e q u i r e s  th e  a s s e s so r  to  a s s e s s  p ro p e r ty  a t it f u l l  a n d  t r u e  v a l u e  
a s  o f  j a n u a r y  1 o f  th e  a s s e s sm e n t  y e a r .

T h e  e d u c a t io n  t i t l e  o f  th e  A la s k a  S ta tu te s , s p e c i f i c a l l y  AS 14.17.140, r e q u i r e s  t h e  D e p a r tm e n t  o f  
C o m m u n i t y  a n d  R e g io n a l  A f fa i r s ,  in  c o n s u l t a t io n  w i t h  th e  a s s e s so r  fo r e a c h  s c h o o l  d is t r i c t ,  to  
e s ta b l i s h  th e  fu l l  v a l u e  o f  th e  t a x a b le  re a l a n d  p e r so n a l  p rop e r ty  in  e a c h  c i t y  a n d  b o r o u g h  s c h o o l  
d is t r ic t .  N o t  a l l  c i t i e s  a n d  b o ro u g h s  h a v e  p rop e r ty  ta x e s , h o w e v e r ,  a n d ,  c o n s e q u e n t l y ,  n o t  a l l  n t i e s  
a n d  b o ro u g h s  h a v e  a s s e s so r s .  Fo r th o s e  th a t  d o  not , t h e  S ta te  A s se s so r ,  l o c a t e d  in th e  D e p a r tm e n t  
o f  C o m m u n i t y  a n d  R eg io n a l  A f fa i r s ,  m u s t  e s t im a te  th e  fu l l  v a l u e  o f  th e  t a x a b le  r e a l  a n d  p e r so n a l  
p ro p e r ty  w i t h o u t  th e  c o n s u l t a t i o n  o f  a lo c a l  a sse s so r .

T h e  S ta te A s s e s so r  th en  c o m p i l e s  th e  fu l l  v a l u e  d e t e rm in a t io n  for e a c h  m u n i c i p a l i t y  a n n u a l l y  a n d  
n o t i f ie s  e a c h  m u n i c ip a l i t y .  A s d i s c u s s e d  b e l o w ,  th e  fu l l  v a l u e  d e t e rm in a t io n  p la y s  a  s ig n i f i c a n t  ro le  
in th e  c a l c u l a t i o n  o f  b o th  th e  s ta te  fo u n d a t io n  a id  fo r e d u c a t i o n  a n d  th e  s ta te  r e v e n u e  sh a r in g  
p ro g ram s . It is c r i t i c a l  to  m u n i c i p a l i t i e s ,  a s  w e l l  a s  p rop e r ty  o w n e r s ,  w h e t h e r  n a tu r a l  r e s o u r c e s  in 
p la c e  a re  t a x a b le  ( i.e . , w h e th e r  th e  v a l u e  o f  n a tu ra l  r e so u r c e s  in p la c e  w i l l  b e  a d d e d  to th e  fu l l  a n d  
t r u e  v a lu e  o f  th e  p ro p e r ty  in or o n  w b :c h  th e s e  r e so u r c e s  a r e  lo c a te d ) .  T h e  fu l l  a n d  t r u e  v a lu e  o f  
a l l  t a x a b le  p rop e r ty ,  w h e th e r  th e  p ro p e r ty  is a c t u a l l y  t a x e d  o r  no t ,  m u s t  b e  i n c l u d e d  in th e  fu l l  v a l u e  
d e t e rm in a t io n  for th e  m u n i c ip a l i t y .

V . H o w  d o e s  t h e  F u l l  V a l u e  D e t e rm in a t i o n
A f f e c t  S ta te  F o u n d a t io n  A id?

C h ap te r  14.17 o f  th e  A la s k a  S ta tu te s  e s t a b l i s h e s  th e  P u b l i c  S c h o o l F o u n d a t io n  P ro g ram . U n d e r  th a t 
p ro g ram , a s c h o o l  is d e t e rm in e d  to  h a v e  a " b a s i c  n e e d "  d e t e rm in e d  a c c o r d in g  to  a f o rm u la  s p e l l e d  
o u t  in  AS 14.17.021 (b). T h e  lo c a l  g o v e r n m e n t  is r e q u i r e d  to  m a k e  a " lo c a l  c o n t r i b u t i o n "  to w a rd  
th is  b a s i c  n e e d .  T h e  lo c a l  c o n t r i b u t i o n  is d e f in e d  in AS 14.17.025 a s  at le a s t  th e  e q u i v a l e n t  o f  a 
4 m i II tax  l e v y  cm th e  fu l l  a n d  t r u e  v a l u e  (FTV) o f  th e  t a x a b le  re a l a n d  p e r so n a l  p r o p e r t y  in  th e  d is t r i c t ,  
u n le s s  a 4 m i l l  t a x  l e v y  o n  th e  FTV  e x c e e d s  35% o f  th e  d is t r i c t ' s  b a s i c  n e e d .  A  m u n i c i p a l i t y  w i l l  
n o t  r e c e i v e  its s c h o o l  f o u n d a t io n  a id  p a y m e n t  u n le s s  it m a k e s  its lo c a l  c o n t r i b u t i o n .  AS 14.17.025 
(e).
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In o th e r  w o r d s ,  th e  h ig h e r  th e  m u n i c ip a l i t y ' s  FTV, th e  g rea te r  th e  a m o u n t  o f  m o n e y  t h e m u n i c i p a l i t y  
m u s t  r a i s e  to  s a t i s f y  t h e  lo c a l  c o n t r i b u t io n  r e q u i r em e n t ,  u p  to  th e  p o in t  w h e r e  a 4 m i l l  l e v y  on  th e  
FTV e x c e e d s  35% o f  th e  d i s t r i c t ' s  b a s i c  n e e d .  H i s t o r i c a l l y ,  o n l y  in  th e  N o r th  S lo p e  B o ro u gh  a n d  
th e  C i ty  o f  V a l d e z  h a s  th e  4 m i l l  e q u i v a l e n t  e x c e e d e d  35% o f  b a s i c  n e e d .  T h is  y e a r ,  fo r th e  f irs t 
t im e ,  a  4 m i l l  l e v y  o n  t h e  FTV in th e  C i ty  o f  U n a la s k a  w i l l  a l s o  e x c e e d  35% o f  b a s i c  n e e d .  T h e  
f o l l o w in g  i l l u s t r a t i o n s  d e p i c t  th e  r e la t io n s h ip  b e tw e e n  s ta te  a id ,  lo c a l  c o n t r i b u t i o n  a n d  b a s i c  n e e d ,  
a n d  d e m o n s t r a t e  th e  e f fe c t  on  th is  r e la t io n s h ip  o f  in c r e a s in g  th e  lo c a l  fu l l  a n d  t r u e  v a lu e .

Effect of Increasing Local

To  fu r th e r  i l l u s t r a t e  th e  p o in t ,  a s s u m e  th a t th e  FTV o f  th e  m u n i c i p a l i t y  is p r e s e n t l y  $1 m i l l i o n .  A  
4 m i l l  l e v y  o n  $1 m i l l i o n  is $4,000. I f  t h e  FTV fo r th e  m u n i c i p a l i t y  i n c r e a s e s  to  $2 m i l l i o n ,  th en  
th e  e q u i v a l e n t  o f  a  4 m i l l  l e v y  w i l l  r e q u i r e  th e  m u n i c i p a l i t y  to  r a i s e  $8,000. T h is  m a y  o r m a y  not 
b e  a p r o b le m  fo r t h e  m u n i c i p a l i t y  d e p e n d in g  on  th e  b a s i s  for th e  in c r e a s e  in FTV.

In s u m m a r y ,  u n d e r  th e  p u b l i c  s c h o o l  f o u n d a t io n  p ro g ram , a s s u m in g  th a t b a s i c  n e e d  r em a in s  
c o n s ta n t ,  a s  t h e  FTV  in c r e a s e s ,  th e  a m o u n t  o f  th e  lo c a l  c o n t r i b u t i o n  in c r e a s e s ,  a n d  th e  a m o u n t  o f  
s ta te  f o u n d a t i o n  a id  d e c r e a s e s .  T h e  q u e s t io n  fo r th e  m u n i c i p a l i t y  is  th en : h o w  w i l l  it r a is e  th e  
a d d i t i o n a l  m o n e y  to  m e e t  its lo c a l  c o n t r i b u t io n  r e q u i r em e n t  i f  t h e  m u n i c i p a l i t y ' s  FTV  increases?
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V I .  H o w  d o e s  th e  F u l l  V a l u e  D e t e rm in a t i o n  
A f f e c t  S ta te  R e v e n u e  Sha r ing?

S e c t io n s  29.60.010-29.60.080 e s t a b l i s h  a p ro g ram  fo r m u n i c i p a l  ta x  r e s o u r c e  e q u a l i z a t i o n .  Th is  
ta x  e q u a l i z a t i o n  p r o g ram  is par t o f  w h a t  is c o m m o n l y  r e fe r re d  to  a s  th e  s ta te  r e v e n u e  sh a r in g  
p ro g ram .  Its p u rp o s e  is to  e v e n  o u t  d i f f e r e n c e s  in t a x a b le  w e a l t h  a m o n g  th e  m u n i c i p a l i t i e s  in th e  
s ta te  b y  p a y in g  r e l a t i v e l y  m o re  s h a r e d  r e v e n u e s  to  t h o s e  m u n i c i p a l i t i e s  th a t  h a v e  l i t t l e  t a x a b le  
p rop e r ty .

T h e  f o rm u la  for d e t e rm in in g  a m u n i c i p a l i t y ' s  t a x  e q u a l i z a t i o n  e n t i t l em e n t  is f a i r l y  c o m p le x .  It is 
b a s e d  on  t h e  m u n i c i p a l i t y ' s  p o p u la t io n ,  a c t u a l  g e n e r a t io n  o f  r e v e n u e ,  a n d  t h e  lo c a l  tax  b a s e .  T he  
f o rm u la  r e q u i r e s  t h e  e q u i v a l e n t  o f  a lo c a l  c o n t r i b u t i o n .  In th i s  c a s e ,  it is c a l l e d  " l o c a l l y  g e n e r a te d  
r e v e n u e . "

T h e  f o rm u la  m u l t i p l i e s  th e  p o p u la t io n  b y  th e  p r o d u c t  o f  t h e  l o c a l l y  g e n e r a t e d  r e v e n u e  (LGR,) 
d i v i d e d  b y  one- ten th  o f  o n e  p e r c e n t  o f  th e  f u l l  a n d  t r u e  v a l u e  o f  th e  a s s e s s e d  p ro p e r ty  in th e  
m u n i c i p a l i t y .  T h e  f o rm u la  fo r th e  p r o d u c t  to  b e  m u l t i p l i e d  b y  th e  p o p u l a t io n  is a s  fo l lo w s :

(
LGR \  
0.1% of FTV )

I f  w e  p lu g  in  s o m e  n u m b e r s ,  th e  f o rm u la  lo o k s  l i k e  th is :

100
0.1% of 1,000 =  100

O b v i o u s l y ,  th e  p r o d u c t  w i l l  d e c r e a s e  i f  th e  FTV is in c r e a s e d  u n le s s  t h e  LGR is a l s o  in c r e a s e d .  For 
e x a m p le :

I f lo c a l  r e v e n u e s  a re  u n c h a n g e d :

100
0.1% of 2,000 = 50

If lo c a l  r e v e n u e s  a r e  i n c r e a s e d  to  th e  s a m e  d e g r e e  a s  th e  FTV:

200 =  1000.1% of 2,000

If lo c a l  r e v e n u e s  a r e  i n c r e a s e d  to  a g r e a te r  d e g r e e  th a n  th e  FTV:

400 
0.1% of 2,000 =  200
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V I I I .  W h o  S h o u ld  A s s e s s  N a t u r a l  R e s o u r c e s  in  P lace?

If n a tu r a l  r e s o u r c e s  in p la c e  a re  t a x a b le  b y  lo c a l  g o v e r n m e n t s ,  th e i r  v a l u e  m u s t  b e  i n c l u d e d  in th e  
fu l l  v a l u e  d e t e rm in a t io n  for th e  m u n i c i p a l i t y  in w h i c h  th e y  a re  lo c a t e d .  To  d o  th a t , n a tu r a l  
r e s o u r c e s  in p la c e  m u s t  b e  a s s e s s e d  b y  s o m e o n e .  B e fo re  lo o k in g  in to  th e  q u e s t i o n  o f  w h o  s h o u ld  
a s s e s s  n a tu r a l  r e so u r c e s  in p la c e ,  it is u s e fu l  to  lo o k  at th e p r e s e n t  p ro c e s s  o f  p rop e r ty  ta x  a s s e s sm e n t  
b y  th e  m u n i c ip a l i t i e s .

M u n i c i p a l i t i e s  th a t  le v y  a p rop e r ty  ta x  e i t h e r  h a v e  a s ta f f  a s s e s so r  o r  h i r e  a c o n t r a c t  a ^ e s s o r  to  
p e r fo rm  th e  a s s e s sm en t s  fo r th e  m u n i c ip a l i t y .  T h e  S ta te  A s s e s so r  th en  r e v ie w s  th e  m u n i c i p a l  
a s s e s sm e n t s  a n d  m a k e s  a n y  n e c e s s a r y  a d ju s tm e n t s ,  i n c l u d i n g  a d d i t io n  o f  th e  v a l u e  o f  p ro p e r ty  
o p t i o n a l l y  e x e m p te d  b y  th e  m u n i c i p a l i t y  f rom  p ro p e r ty  ta x a t io n .  T h e  v a l u e  o f  a l l  t a x a b le  re a l a n d  
p e r s o n a l  p ro p e r ty ,  a s  a d ju s t e d  b y  th e  S ta te  A s se s so r ,  is i n c l u d e d  in th e  fu l l  v a l u e  d e t e rm in a t io n  for 
th a t m u n i c ip a l i t y .

N o t  a l l  m u n i c i p a l i t i e s  e m p o w e r e d  to  l e v y  a p ro p e r ty  ta x  a c t u a l l y  d o  so . T h o s e  th a t d o  n o t  l e v y  a 
p ro p e r ty  tax  d o  no t a s s e s s  th e  p rop e r ty  w i t h in  th e i r  j u r i s d i c t i o n .  N e v e r th e le s s ,  b y  s ta tu te ,  t h e  S ta te  
A s s e s s o r  m u s t  e s t a b l i s h  th e  fu l l  a n d  t r u e  v a l u e  o f  th a t  m u n i c i p a l i t y  fo r p u rp o s e s  o f  t h e  s ta te  
f o u n d a t i o n  a id  p ro g ram  a n d  th e  ta x  e q u a l i z a t i o n  ( r e v e n u e  sh a r in g )  p ro g ram . T h e re fo re ,  t h e  s t a te  
h a s  to  b e  p r e p a r e d  to a s se s s  a l l  t a x a b le  rea l a n d  p e r s o n a l  p ro p e r ty  w i t h in  th e  m u n i c i p a l i t i e s  in th e  
s ta te . I f  n a tu r a l  r e so u r c e s  in  p la c e  a re  t a x a b le ,  th e  S ta te  A s s e s s o r  w i l l  h a v e  to  b e  p re p a re d  to  a s s e s s  
th em  w h e th e r  o r  no t th e  m u n i c i p a l i t y  d o e s  so .

B e fo re  th e  te m p o r a r y  e x em p t io n  w e n t  in to  e f fe c t  in 1990, th e  m u n i c i p a l i t i e s  d i d  no t r o u t in e ly  
i n c l u d e  in th e i r  a s s e s sm en t s  th e  v a l u e  o f  n a tu r a l  r e s o u r c e s  in p la c e  a n d  th e  S ta te  A s s e s s o r  d i d  not 
r o u t i n e l y  a d d  th e i r  v a l u e  to  th e  fu l l  v a l u e  d e t e rm in a t io n s  o f  t h e  m u n i c ip a l i t i e s .  N o w ,  h o w e v e r ,  i f  
t h e  te m p o r a r y  e x e m p t io n  is a l l o w e d  to  e x p i r e  a n d  th e  p re-ex is t in g  l a w  is a g a in  in  e f fe c t ,  t h e  fu l l  
a n d  t r u e  v a l u e  o f  e a c h  m u n i c i p a l i t y  w i l l  h a v e  to i n c l u d e  th e  v a l u e  o f  n a tu r a l  r e s o u r c e s  in  p la c e  
w i t h i n  its b o u n d a r i e s  b e c a u s e  a w a r e n e s s  o f  th i s  i s s u e  h a s  n o w  b e e n  h e ig h t e n e d  s t a t e w id e .  
S o m e o n e  w i l l  h a v e  to  e s ta b l i s h  th a t in p la c e  n a tu ra l  r e s o u r c e  v a lu e .  U n d e r  o u r  p re s en t  s t a t u to r y  
s t r u c tu r e ,  e i th e r  th e  v a l u e  w i l l  b e  e s t a b l i s h e d  i n i t i a l l y  b y  th e  m u n i c i p a l  a s s e s so r  a n d  r e v i e w e d  b y  
th e  S ta te  A s se s so r  o r , i f  th e  m u n i c i p a l i t y  d o e s  n o t  l e v y  a p ro p e r ty  ta x ,  a n d  th e r e fo r e  d o e s  no t 
e s t a b l i s h  an  a s s e s sm e n t  ro l l ,  th e  S ta te  A s s e s so r  w i l l  h a v e  to  e s t a b l i s h  a n  e s t im a t e d  a s s e s sm e n t  in 
o r d e r  to  a r r iv e  at t h e  fu l l  v a l u e  d e t e rm in a t io n  for th e  m u n i c ip a l i t y .

M u n i c i p a l  a s s e s so r s  a r e  no t g e n e r a l l y  t r a in e d  to a s s e s s  th e  v a l u e  o f  m in e r a l  o re ,  c o a l ,  g r a v e l ,  r o c k  
o r  t im b e r  in p la c e .  T h e  tw o  a p p ra i s e r s  p r e s e n t ly  w o r k in g  in th e  S ta te  A s s e s so r ' s  o f f i c e  d o  no t 
p o s s e s s  th e  n e c e s s a r y  q u a l i f i c a t i o n s  o r  e x p e r i e n c e  e i th e r .

T y p i c a l l y ,  a n  e c o n o m ic  g e o lo g i s t  is h i r e d  b y  a m in in g  c o m p a n y  to  d e t e rm in e  t h e  v a l u e  o f  a n  e r e  
b o d y .  S p e c i a l l y  q u a l i f i e d  fo res t a p p ra i s e r s  a re  h i r e d  b y  t im b e r  c o m p a n i e s  to  v a l u e  t im b e r  
r e s o u r c e s .  P e o p le  w i t h  c o m p a r a b le  s k i l l s  w i l l  b e  n e c e s s a r y  a t  th e  lo c a l  and/or s t a te  le v e l  to  a s s e s s  
n a tu r a l  r e s o u r c e s  in  p la c e ,  w h e th e r  th o se  p e o p le  b e  h i r e d  a s  s ta f f  o r  h i r e d  u n d e r  c o n t r a c t  to  p r o v i d e  
a s s e s s in g  s e r v i c e s .

T h e  d i f f i c u l t y  o f  a s s e s s in g  an o re  b o d y  is i l l u s t r a te d  b y  th e  R ed  D o g  m in e  e x a m p le  w h e r e  ’h e  S ta te  
a n d  t h e  N o r t h w e s t  A r c t i c  B o ro u g h  h i r e d  a g e o lo g i s t  a n d  a p p ra i s a l  c o n s u l t a n t  at th e  ra te  o f  $150 
p e r  h o u r  to  u s e  th e  in c o m e  a p p ro a c h  a n d  e s t im a t e  th e  v a l u e  o f  th e  e n t i r e  m in in g  o p e r a t io n ,  
i n c l u d i n g  th e  o r e  b o d y  u n d e r  d e v e lo p m e n t .  U n d e r  a s e p a r a te  a g r e em e n t ,  t h e  B o ro u g h  c o n t r a c t e d  
w i t h  th e  s a m e  g eo lo g is t/ app ra ise r  fo r 3n ap p ra i s a l  o f  th e  m in e  u t i l i z i n g  th e  co s t  a p p ro a c h .  T h e  co s t
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a p p r o a c h  a p p ra i s a l  w a s  c o n d u c t e d  in o r d e r  to  e s t im a t e  th e  v a l u e  o f  th e  m in e  im p r o v e m e n t s  
w i t h o u t  th e  v a l u e  o f  th e  o r e  b o d y .  B y  c o m p a r i n g  th e  tw o  a p p ra i s a l s ,  th e  c o n s u l t a n t  c o n c l u d e d  th a t 
t h e  v a l u e  o f  th e  o r e  b o d y  w a s  a p p r o x im a t e l y  $30,000,000. T h e  s a m e  c o n s u l t a n t  s t a t e d ,  h o w e v e r ,  
th a t  b e fo r e  c e r ta in  m e t a l l u r g i c a l  p r o b le m s  w i t h  sm e l t i n g  th e  o re  w e r e  e n c o u n t e r e d ,  t h e  v a l u e  o f  
t h e  o r e  b o d y  h d d  b e e n  $100,000,000. H e  e x p e c te d  th a t w i t h i n  tw o  to  th r e e  y e a r s ,  w h e n  th e  
m e t a l l u r g i c a l  p r o b le m  w a s  s o l v e d ,  th e  v a l u e  o f  th e  o r e  b o d y  w o u l d  th en  a g a in  b e  $100,000,000, 
a b s e n t  s o m e  d r a m a t i c  c h a n g e  in th e  w o r l d  p r i c e  fo r th e  m in e r a l .  T h is  e x a m p le  i l l u s t r a t e s  th e  
d r a m a t i c  in c r e a s e s  a n d  d e c r e a s e s  in th e  v a l u e  o f  an o r e  b o d y  w h i c h  o f te n  o c c u r  b e c a u s e  o f  v a r i a b l e  
f a c to r s  b e y o n d  th e  c o n t r o l  o f  t h e  in d u s t r y .

M u n i c i p a l  a s s e s so r s  a r e  no t  t y p i c a l l y  k n o w l e d g e a b l e  a b o u t  th e  g e o lo g y  o f  m in e r a l  o re s ,  sm e l t in g  
a n d  m e ta l l u r g y ,  w o r l d  m in e r a l  p r i c e s  a n d  t h e  o th e r  f a c to r s  th a t  g o  in to  a p p r a i s in g  a m in in g  
p ro p e r t y .  In fac t , th e  e c o n o m ic  g e o lo g i s t  w h o  p e r fo rm e d  th e  R ed  D o g  m in e  a p p r a i s a l  h a s  s t a te d  
it is e a s ie r  to  t ra in  a g e o lo g i s t  to  b e c o m e  a m in in g  a p p r a i s e r  th an  to  t ra in  an  a p p r a i s e r  to  b e c o m e  
a m in in g  ap p ra is e r .  L ik e w is e ,  a p p r a i s e r s  o f  t im b e r  r e s o u r c e s  m u s t  h a v e  th e  t r a in in g  to  e s t im a t e  
t y p e s  a n d  g ra d e s  o f  t im b e r ,  c a l c u l a t e  th e  c o s t s  o f  r o a d  c o n s t r u c t i o n ,  h a r v e s t in g ,  t r a n sp o r t a t io n ,  
s t o r a g e  a n d  lo a d in g ,  a m o n g  o th e r  t l v n g s ,  a s  w e l l  a s  w o r l d  t im b e r  p r ic e s .  A g a in ,  it is n o t  e x p e c te d  
th a t  a m u n i c i p a l  a s s e s so r  w i l l  h a v e  h a d  th is  t r a in in g  a n d  e x p e r i e n c e .

A t ie a s t  tw o  o th e r  s ta te s  in w h i c h  n a tu r a l  r e s o u r c e s  in p la c e  a r e  t a x a b l e  h a v e  g o n e  to  a c e n t r a l i z e d  
a s s e s sm e n t  o f  n a tu r a l  r e s o u r c e  p ro p e r t ie s  b y  th e  s ta te . (M o re  d e t a i l s  o n  th e  p r a c t i c e s  o f  o th e r  s ta te s  
a re  f o u n d  in th e  a d d e n d u m . )  I f n a tu r a l  r e s o u r c e s  in p la c e  a re  to  b e  t a x a b le ,  t h e  i s s u e  o f  w h o  is g o in g  
to  p e r fo rm  th e  a s s e s sm e n t s  o f  th o s e  p ro p e r t ie s  w i l l  n e e d  to  b e  r e s o l v e d .  I f  th e  a s s e s sm e n t s  a r e  to  
b e  p e r f o rm e d  b y  th e  S ta te  A s s e s s o r ' s  o f f i c e ,  a d d i t i o n a l  s ta f f  w i t h  t h e  r e q u i r e d  e x p e r t i s e  w i l l  h a v e  
to  b e  h i r e d  or , in  th e  a l t e r n a t i v e ,  f u n d in g  fo r c o n t r a c t  a s s e s so r s  w i t h  th e  n e c e s s a r y  t r a in in g  w i l l  h a v e  
to  b e  a l lo c a t e d .

IX . T a x a t io n  O p t i o n s  a n d  P o l i c y  C o n s i d e r a t i o n s

T h e  a c t  m a n d a t in g  th e  s t u d y  a s k e d  D C R A  to  e x a m in e  f i v e  ta x a t io n  op t io n s :

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 io n .
2. P a r t ia 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 io n .
3. N o  e x e m p t io 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 io n .
4. T o ta l  o r  p a r t ia l  e x e m p t io 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 io n  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 io n  o t h e r  th a n  p r o p e r t y  t a x a t io n .

A  d i s c u s s i o n  o f  th e s e  o p t io n s  p e r t a in in g  to  n a tu r a l  r e s o u r c e  t a x a t io n  m u s t  i n c l u d e  a  d i s c u s s io n  o f  
a t le a s t  t h e  f o l l o w in g  p o l i c y  c o n s id e r a t io n s :

✓ F a i rn e s s  a m o n g  t a x p a y e r s
✓ F a i rn e s s  a m o n g  m u n i c i p a l i t i e s
✓ S t im u la t i o n  o f  e c o n o m i c  d e v e lo p m e n t
✓ C o s t- e f f e c t i v e n e s s  o f  t a x a t io n  m e th o d s
✓ M u n i c i p a l  r e v e n u e  n e e d s / so u r c e s

T h e s e  p o l i c y  c o n s i d e r a t i o n s  a re  e x a m in e d ,  f o l l o w e d  b y  a d i s c u s s io n  o f  th e  f i v e  t a x a t io n  o p t io n s  
in th e  c o n t e x t  o f  t h e  p re s e n t  le g a l  f r a m e w o r k  fo r m u n i c i p a l  ta x a t io n  a n d  th e  p o l i c y  c o n s i d e r a t i o n s .
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A . P o l i c y  C o n s i d e r a t i o n s

Fa i rn e s s  A m o n g  P ro p e r t y  O w n e r s

T h i s  p o l i c y  c o n s i d e r a t i o n  r a i s e s  th e  i s s u e  o f  fa i rn e s s  a m o n g  o w n e r s  o f  v a r io u s  t y p e s  o f  p rop e r ty .  
U p o n  w h o m  s h o u ld  th e  ta x  b u r d e n  to  s u p p o r t  g o v e r n m e n t  s e r v i c e s  w i t h i n  a m u n i c i p a l i t y  fa ll? 
U p o n  o n l y  th e  o w n e r s  o f  p e r s o n a l  p roper ty?  U p o n  o n l y  th e  o w n e r s  o f  re a l p rope r ty?  U p o n  o n l y  
th e  o w n e r s  o f  z o n e d  re a l p rope r ty?  S h o u ld  th e  o w n e r s  o f  re a l p ro p e r ty  th a t  is z o n e d  h a v e  th e i r  
a s s e s sm e n t  r e f l e a  th e  v a l u e  o f  th e  p a r t i c u la r  z o n in g  c la s s i f i c a t io n ?  S h o u ld  o w n e r s  o f  n a tu r a l  
r e s o u r c e  p ro p e r t y  h a v e  th e i r  a s s e s sm e n t  r e f l e a  th e  v a l u e  o f  th e  r e s o u r c e  in  p la ce?  H o w  c a n  y o u  
b e  fa i r  to  a l l  p o te n t i a l  ta xpa ye r s?  If o n e  g r o u p  o f  p o te n t ia l  t a x p a y e r s  is e l im in a t e d ,  d o e s  t h e  b u r d e n  
fa l l  u n f a i r l y  c.n th e  r e m a in in g  g r o u p s  o f  taxpaye rs?

F a i rn e s s  A m o n g  M u n i c i p a l i t i e s

F a i rn e s s  a m o n g  m u n i c i p a l i t i e s  is a n  i s s u e  b e c a u s e  no t a l l  m u n i c  , /alities in  A la s k a  ? re e q u a l l y  
e n d o w e d  w i t h  a ta x  b a s e  f rom  w h i c h  to  ra is e  r e v e n u e s .  S h o u  -j t h o s e  m u n i c i p a l i t i e s  w i th  a  
p o te n t ia l  t a x  b a s e  o f  n a tu r a l  r e s o u r c e s  in  p la c e  b e  p e rm i t t e d  to  n o t  i r  - lu d e  th e  v a l u e  o f  th o s e  n a tu ra l  
r e s o u r c e s  in th e i r  f u l l  v a l u e  d e t e rm in a t io n s?  If th e y  a re  no t r e q u i r e a  kc  i n c l u d e  t h e  v a l u e  o f  th o s e  
n a tu r a l  r e s o u r c e s  in  th e i r  fu l l  v a l u e  d e t e rm in a t io n s ,  t h o s e  m u n i c i p a l i t i e s  w i l l  n o t  h a v e  to  in c r e a s e  
th e i r  lo c a l  c o n t r i b u t i o n  to  s c h o o l s ,  e v e n  t h o u g h  th e y  a a u a l l y  h a v e  a ta x  b a s e  f r o m  w h i c h  th e y  c o u ld  
g e n e r a te  lo c a l  r e v e n u e .  A s  a  c o n s e q u e n c e ,  m u n i c ip a l i t i e s  th a t  c o u l d  r a i s e  m o r e  lo c a l  r e v e n u e  w i l l  
s t i l l  g e t th e i r  s a m e  s h a r e  o f  th e  s c h o o l  f o u n d a t i o n  a id  f rom  th e  s ta te . M u n i c i p a l i t i e s  th a t  h a v e  no  
p o s s i b i l i t y  o f  r a i s in g  m o r e  r e v e n u e  fo r th e i r  s c h o o l s  w o u l d  b e  d i s a d v a n t a g e d  u n d e r  th is  s c e n a r io  
in w h i c h  m u n i c i p a l i t i e s  w i th  r e s o u r c e s  in  p la c e  a re  n o t  r e q u i r e d  to  m a k e  a lo c a l  c o n t r i b u t io n  
c o m m e n s u r a t e  w i t h  th e i r  a a u a l  w e a l th .

S t im u la t io n  o f  E c o n o m ic  D e v e lo p m e n t

W i t h  th i s  p o l i c y  c o n s i d e r a t i o n ,  t h e  i s s u e  is w h e th e r  o r  n o t  m a k in g  n a tu r a l  r e s o u r c e s  in p la c e  t a x a b le  
w o u l d  b e  a d i s i n c e n t i v e  fo r  e c o n o m ic  d e v e lo p m e n t .  It is n e c e s s a r y  to  k e e p  in  m in d  th a t  t a x a b i l i t y  
o f  n a tu r a l  r e s o u r c e s  in p la c e  d o e s  no t n e c e s s a r i l y  m e a n  th a t  th e  ta x in g  j u r i s d i a i o n  w i l l  c h o o s e  to  
le v y  a p ro p e r ty  ta x .  I f a p ro p e r ty  t a x  is l e v i e d ,  h o w e v e r ,  it m u s t  b e  le v i e d  e q u a l l y  a g a in s t  a l l  t a x a b le  
p rop e r ty .  C o n s e q u e n t l y ,  o n e  m u s t  c o n t e m p la t e  w h e th e r  l e v y in g  a p ro p e r t y  ta x  o n  th e  a s s e s s e d  
v a l u e  o f  r e s o u r c e s  in  p la c e  w i l l  a a  a s  a d e t e r r e n t  to  e c o n o m ic  d e v e lo p m e n t .  W h a t  s p e c i f i c  im p a a s  
m ig h t  s u c h  a  ta x  h a v e  on  e c o n o m i c  d e v e lo p m en t?  W i l l  i t d i s c o u r a g e e x p lo r a t i o n f o rm in e r a l s ?  W i l l  
it e n c o u r a g e  th e  e x p lo i t a t i o n  o f  o n l y  th e  h ig h e s t  g r a d e s  o f  ore? W i l l  it e n c o u r a g e  t h e  r a p id  c u t t in g  
o f  fo re s t s  in  o r d e r  to  e l im in a t e  t h e  s o u r c e  o f  a h ig h e r  p ro p e r ty  tax? D C R A  w a s  to ld  b y  th e  r e s o u r c e  
in d u s t r i e s  a n d  t h e  D e p a r tm e n t  o f  C o m m e r c e  a n d  E c o n o m ic  D e v e lo p m e n t  th a t th e  im p a a  o f  
m a k in g  n a tu r a l  r e s o u r c e s  in  p la c e  t a x a b le  w i l l  b e u n i f o rm ly  d e t r im e n ta l  to  e c o n o m ic  d e v e lo p m e n t .  
N o  c o n t r a r y  e v i d e n c e  w a s  p r o v i d e d  a n d  D C R A  d o e s  no t h a v e  th e  m e a n s  to  h i re  e c o n o m is t s  to  m a k e  
an  i n d e p e n d e n t  a s s e s sm e n t  o f  t h e s e  a s s e r t io n s .

C o s t- E f fe q iv e n e s s

C o s t- e f f e a iv e n e s s  is  a n  im p o r ta n t  p o l i c y  c o n s id e r a t io n  b e c a u s e  a s s e s sm e n t  o f  n a tu r a l  r e so u r c e s  
in  p l a c e  is e x p e a e d  to  b e  m u c h  m o re  c o m p l i c a t e d  a n d  c o s t l y  th a n  th e  m u n i c i p a l  p ro p e r ty  
a s s e s sm e n t s  t y p i c a l l y  p e r f o rm e d  n o w .  A l l  s o u r c e s  in d i c a t e  th a t  o r e  b o d ie s  a r e  e x t r e m e ly  d i f f i c u l t  
to  e v a l u a t e ,  e v e n  fo r  th e  p r o f e s s io n a l s  h i r e d  b y  m in in g  c o m p a n i e s  to  p e r fo rm  e v a l u a t i o n s  o n  th e
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b a s i s  o f  w h i c h  m i l l i o n s  o f  d o l l a r s  m a y  or m a y  no t b e  in v e s te d .  A s s e s sm e n t  o f  t im b e r  s t u m p a g e  is 
a l s o  a n i g h ly  s p e c i a l i z e d  s k i l l  no t n o rm a l l y  p o s s e s s e d  b y  m u n i c i p a l  a s s e s so r s  o r  s ta te  a s s e s so r s  
w h o s e  j o b  it is to  r e v i e w  s t a n d a r d  m u n i c ip a l  a s s e s sm en t s .  A s s e s sm e n t s  o f  b o th  o f  th e s e  c a te g o r ie s  
o f  n a tu r a l  r e s o u r c e s  in p la c e  w o u l d  h a v e  to  b e  a c c o m p l i s h e d  e i th e r  b y  e x t e n s i v e  p a r t i c u la r i z e d  
in v e s t i g a t io n s  o f  s p e c i f i c  r e s o u r c e  p rope r t ie s ,  o r  th ro u g h  e la b o r a t e  c o m p u te r  m o d e l i n g  fo r w h i c h  
b o th  th e  d a t a  a n d  th e  p ro g ram s  a re  no t n o w  a v a i l a b l e  e i th e r  to  m u n i c ip a l  a s s e s so r s  o r to  th e  s ta te  
a s s e s so r .

If s u c h  a s s e s sm e n t s  o f  n a tu r a l  r e so u r c e s  in p la c e  a re  p e r fo rm e d  b y  th e  m u n i c ip a l i t i e s ,  t h e y  m ig h t  
s o m e t im e s  h a v e  to  b e  c o n f i rm e d  b y  th e  S ta te  A s se s so r ' s  O f f i c e .  In th a t  c a s e ,  p r e s u m a b l y  b o th  th e  
m u n i c i p a l i t i e s  a n d  th e  S ta te  A s se s so r ' s  O f f i c e  w i l l  f a c e  a d d i t i o n a l  c o s t s  fo r c o n t r a c t e d  e xp e r t  h e lp  
o r a d d i t i o n a l  s ta f f  p o s s e s s in g  th e  n e c e s s a r y  e xp e r t i s e .  I f  th e  m u n i c i p a l i t y  d o e s  n o t  in te n d  to  le v y  
a p ro p e r t y  ta x  a n d ,  th e re fo re ,  d o e s  no t a s s e s s  p rop e r ty ,  th e  S ta te  A s se s so r ' s  O f f i c e  w o u l d  s t i l l  h a v e  
to  a s s e s s  th e  n a tu r a l  r e s o u r c e s  in p la c e  in  o r d e r  to  a d d  th e ir  v a l u e  to  th e  fu l l  v a l u e  d e t e rm in a t io n  
for th e  m u n i c i p a l i t y .

S e v e ra l  a g e n c ie s  a n d  th e  A la s k a  M in e r s  A s s o c ia t io n  h a v e  c o m m e n t e d  th a t b e c a u s e  o f  th e  d i f f i c u l t y  
o f  a s s e s s  ng  o re  b o d ie s ,  s e r io u s  d i s p u t e s  o v e r  a s s e s s e d  v a lu e s  o f  m in e r a l s  in p la c e  c a n  b e  e x p e c te d ,  
w i t h  th e  a s s o c i a t e d  p r o b a b i l i t y  o f  l i t ig a t io n . A t le a s t  tw o  s ta te s  h a v e  a t t em p te d  to  d e a l  w i th  th e  
p r o b le m  o f a s s e s s in g  r e s o u r c e s  in p la c e  b y  c e n t r a l i z in g  th e  fu n c t io n  in  a s ta te  a g e n c y .  (See th e  
a d d e n d u m  on  th e  r e s u l t s  o f  th e  s u r v e y  o f  s ta te s  a n d  p ro v in c e s . )  It is a p o l i c y  q u e s t i o n  for b o th  lo c a l 
g o v e r n m e n t s  a n d  th e  s ta te  a s  to  w h e th e r  it w o u l d  b e  co s t- e f fe c t iv e  to  h a v e  to  a s s e s s  n a tu ra l 
r e s o u r c e s  in p la c e  in o r d e r  to h a v e  th e  p o s s i b i l i t y  o f  ta x in g  th em .

M u n i c i p a l  R e v e n u e  N e e d s  a n d  S o u rce s

M u n i c i p a l i t i e s  a re  b e in g  r e q u i r e d  b y  th e  fe d e ra l  a n d  s ta te  g o v e r n m e n t s  to a s s u m e  m o re  r e sp o n s i ­
b i l i t i e s .  M o s t  o f te n  t h e s e  a d d i t i o n a l  r e sp o n s ib i l i t i e s  a r e  no t a c c o m p a n i e d  b y  s u f f i c ie n t  f u n d s  to 
c o v e r  th e  c o s t  o f  th e  n e w  a c t i v i t y .  A t th e  s a m e  t im e , m u n i c ip a l i t i e s  a r e  s e e in g  th e  s ta te  c u t  th e  
a m o u n t  o f  m o n e y  a l l o c a t e d  to  s ta te  r e v e n u e  sh a r in g  a n d  m u n i c i p a l  a s s i s t a n c e .  W h i l e  m u n i c i p a l i ­
t ie s  a r e  f a c in g  th e s e  p r o b lem s ,  th e y  m a y  a l s o  f a c e  th e  im p a c t s  o f  n a tu r a l  r e s o u r c e  d e v e lo p m e n t  in 
th e i r  a re a .  N a tu r a l  r e s o u r c e  d e v e lo p m e n t  m a y  p r o v id e  long- te rm  e c o n o m ic  b e n e f i t s ,  b u t  it m a y  
a l s o  r e q u i r e  e x t e n s io n  o f  ro a d s ,  w a t e r  l in e s ,  s e w e r  l in e s ,  a n d  p o w e r  l i n e s  a s  w e l l  as th e  d e v e lo p m e n t  
o f  a d d i t i o n a l  h o u s in g ,  s c h o o l s  a n d  c o m m e r c i a l  in f r a s t r u c tu r e .  In th i s  s i t u a t io n ,  m u n i c ip a l i t i e s  
m ig h t  b e  h e s i t a n t  to  g i v e  u p  a ta x in g  p o w e r  th a t w o u l d  p o te n t i a l l y  p r o v id e  a p re sen t  r e v e n u e  s t ream  
fo r th e  p a y m e n t  o f  p re s en t  in f r a s t r u c tu r e  c o s ts .

S e v e ra l  s ta te  a g e n c i e s  a n d  n a tu ra l  r e s o u r c e  o w n e r s  h a v e  s ta te d  th a t  i f  th e re  m u s t  b e  ta x a t io n  o f  
n a tu r a l  r e s o u r c e  d e v e lo p m e n t ,  th e  ta x a t io n  s h o u ld  no t  b e g in  b e fo r e  s e v e r a n c e  o r  e x t r a c t io n  o f  th e  
r e s o u r c e  ta k e s  p la c e .  W h i l e  th i s  m a y  b e  p r e f e r a b le  for th e  n a tu r a l  r e s o u r c e  in d u s t r ie s ,  it c o u l d  le a v e  
th e  m u n i c i p a l i t i e s  w i t h o u t  t h e  r e v e n u e  n e e d e d  to  d e v e lo p  th e  in f r a s t r u c t u r e  n e c e s s a r y  to  d e a l  w i th  
im p a c t s  a n d  p r o v id e  s u p o o r t  fo r e c o n o m ic  d e v e lo p m e n t  th a t is n e e d e d  b e fo r e  th e  n a tu r a l  r e s o u r c e  
in d u s t r y  is in p r o d u c t io n .  In th e  w o r s t  c a s e ,  a c o m m u n i t y  m ig h t  e x p e r i e n c e  im p a c t s  fo r  m a n y  y e a r s  
d u r in g  p re- p ro d u c t io n  a c t i v i t i e s  a n d  th e  e n te rp r i s e  m ig h t  n e v e r  g o  in to  p r o d u c t io n  w i t h  th e  
c o n s e q u e n c e  th a t t h e re  is n e v e r  a n y  r e v e n u e  d e r i v e d  f rom  a s e v e r a n c e  tax .

W i t h  t h e s e  f i v e  p o l i c y  c o n s i d e r a t i o n s  in m in d ,  th e  f i v e  t a x a t io n  o p t io n s  th e  L e g i s la t u r e  a s k e d  to 
h a v e  s t u d i e d  w e r e  e x a m in e d .  A  s y n o p s is  o f  th e  th in k in g  d e v e lo p e d  on  e a c h  o p t io n  d u r i n g  th e  s t u d y  
is p r o v i d e d  b e lo w .
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B. T a x a t io n  O p t i o n s

O p t io n  O n e :  T o ta l  E x em p t io n  f rom  M u n i c i p a l  P rop e r ty  T a x a t io n

To ta l e x e m p t io n  from  m u n i c i p a l  p ro p e r ty  t a x a t io n  m e a n s  th a t  n a tu r a l  r e s o u r c e s  in p la c e  w o u l d  no t 
b e  t a x a b le  b y  lo c a l  g o v e rn m e n t s .  T h i s  is th e  o p t io n  fo r w h i c h  th e re  a p p e a r s  to  b e  a  s t a t e w id e  
c o n s e n s u s .

T h o se  w h o  c o m m e n t e d  in f a v o r  o f  th i s  o p t io n  i n c l u d e  th e  D e p a r tm e n t  o f  N a tu r a l  R e s o u r c e s ,  th e  
D e p a r tm e n t  o f  C o m m e r c e  a n d  E c o n o m ic  D e v e lo p m e n t ,  th e  D e p a r tm e n t  o f  R e v e n u e ,  a n d  th e  S ta te  
A s s e s so r ,  a m o n g  s ta te  a g e n c i e s .  S uppo r t  fo r th is  o p t io n  w a s  a l s o  v o i c e d  b y  t h e  A la s k a  M in e r s  
A s s o c ia t io n ,  S e a la s k a  C o rp o r a t io n ,  C h u g a c h  Fo re s t P ro d u c t s ,  A fo g n a k  N a t i v e  C o rp o ra t io n ,  
K o n ko r  Fo re s t P ro d u c t s  C o rp o r a t io n  a n d  N A N A  C o rp o ra t io n ,  a m o n g  o th e r  i n d i v i d u a l s  a n d  
o r g a n iz a t io n s .

A t t h e  A la s k a  M u n i c i p a l  L e a g u e  c o n f e r e n c e ,  t h e  A M L  u n a n im o u s l y  a d o p t e d  a  r e s o lu t io n  in s u p p o r t  
o f  a to ta l e x e m p t io n .  In th e  v i e w  o f  th e  lo c a l  g o v e r n m e n t s ,  t h e  v a l u e  to  b e  d e r i v e d  f rom  h a v in g  
n a tu r a l  r e s o u r c e s  in p la c e  t a x a b le  is n o t  w o r th  th e  c o s t  a n d  d i f f i c u l t i e s  a r i s in g  f rom  th e  n e e d  to  
a s s e s s  n a tu r a l  r e s o u r c e s  in p la c e ,  m u n i c i p a l i t i e s  w o u l d  h a v e  to  in c r e a s e  th e i r  lo c a l  c o n t r i b u t i o n  
a n d  l o c a l l y  g e n e r a te d  r e v e n u e  to  o b t a in  s ta te  m o n ie s ,  a n d ,  f in a l l y ,  th e  m u n i c i p a l i t i e s  d o  no t w a n t  
to  r i s k  im p e d in g  e c o n o m ic  d e v e lo p m e n t  th a t m ig h t  b e n e f i t  th e i r  c o m m u n i t i e s .

O n e  p o te n t ia l  b e n e f i t  to  lo c a l  g o v e r n m e n t s  f r o m  a to ta l e x e m p t io n  is th a t m u n i c i p a l i t i e s  w i l l  no t 
b e  r e q u i r e d  to  a s s e s s  n a tu r a l  r e s o u r c e s  in  p la c e ,  a n d  th e y  w i l l  n o t  f a c e  p o s s i b l y  d r a m a t i c  c h a n g e s  
in  th e i r  fu l l  v a l u e  d e t e rm in a t io n s  th a t m ig h t  r e s u l t  i f  n a tu r a l  r e s o u r c e s  in  p la c e  a r e  a s s e s s e d .  (For 
e x a m p le ,  b a s e d  o n  R ob e r t  P a s c h a l l ' s  s t u d ie s ,  t h e  N o r th w e s t  A r c t i c  B o ro u g h  c o u l d  f a c e  an  in c r e a s e  
in its fu l l  v a l u e  d e t e rm in a t io n  f rom  $30,000,000 to  $100,000,000 a s s o o n  a s  m e t a l l u r g i c a l  
p r o b le m s  a t th e  R ed  D o g  M in e  a re  r e s o lv e d . )  D r a m a t i c  c h a n g e s  in fu l l  v a l u e  d e t e rm in a t io n s  for 
s o m e  m u n i c i p a l i t i e s  a r i s in g  f rom  th e  t a x a b i l i t y  o f  n a tu r a l  r e s o u r c e s  in  p la c e  w o u l d  r e q u i r e  th a t 
t h o s e  m u n i c i p a l i t i e s  in c r e a s e  th e  a b s o lu t e  a m o u n t  o f  th e i r  lo c a l  c o n t r i b u t i o n  to  th e  b a s i c  n e e d  for 
th e i r  s c h o o l s .  (R em em b e r  th e  r e q u i r e d  lo c a l  c o n t r i b u t i o n  u n d e r  th e  s c h o o l  f o u n d a t io n  a id  fo rm u la  
is th e  e q u i v a l e n t  o f  a fo u r  m i l l  l e v y  o r  35% o f  b a s i c  n e ed .)

O n  th e  o n e  h a n d ,  a p ro p e r ty  ta x  p r o v i d e s  a r e v e n u e  s t r e am  a s  so o n  a s  a v a l u e  c a n  b e  p la c e d  on  
p ro p e r ty .  It a v o i d s  th e  s i t u a t io n  d e s c r i b e d  a b o v e  w h e r e  a c o m m u n i t y  m a y  h a v e  h a d  to  d e a l  w i th  
r e s o u r c e  d e v e lo p m e n t  im p a c t s  fo r y e a r s  a n d  th e n  h a v e  p r o d u c t io n  n e v e r  s ta r t s o  th a t  r e l i a n c e  on  
a s e v e r a n c e  ta x  w o u l d  p r o v i d e  n o  r e v e n u e .  (See, h o w e v e r ,  t h e  d i s c u s s io n  b e l o w  u n d e r  O p t io n  
F ive .)

O n  th e  o th e r  h a n d ,  o w n e r s  o f  n a tu r a l  r e s o u r c e  p ro p e r t ie s  p o in t  o u t  th a t  a p rope r ty  »ax is th e  w o r s t  
p o s s i b l e  ta x  fo r s t im u la t i n g  e c o n o m ic  d e v e lo p m e n t .  T h e y  s a y  a  p ro p e r ty  ta x  o n  r e s o u r c e s  in p la c e  
w i l l  d i s c o u r a g e  e x p lo r a t io n  a n d  e n c o u r a g e  c u t t in g  t r e e s  p r em a tu r e ly .  It w i l l  a l s o  e n c o u r a g e  
c lo s i n g  m in e s  w h e n  o n ly  th e  h ig h e s t  g r a d e  o re  h a s  b e e n  e x t r a c t e d .

O p t io n  T w o : Par t ia l E x em p t io n  f rom  M u n i c i p a l  P ro p e r t y  T a x a t io n

T h e  L e g i s l a t u r e  a s k e d  th a t a p a r t ia l  e x e m p t io n  f rom  m u n i c i p a l  p rop e r ty  ta x a t io n  b e  o n e  o f  th e  
o p t io n s  c o n s i d e r e d  in  th is  s t u d y .  T h e  L e g i s l a t u r e  d id  n o t  i n d i c a t e ,  h o w e v e r ,  w h a t  it m e a n t  b y  
p a r t ia l .
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A pa r t ia l  e x e m p t io n  c o u l d  m e a n  that s o m e  n a tu r a l  r e s o u r c e s  a r e  e x e m p te d  f rom  p ro p e r t y  ta x a t io n  
w h i l e  o th e r s  a r e  no t . A l t e r n a t i v e ly ,  a p a r t ia l  e x e m p t io n  c o u l d  m e a n  tha t a p o r t io n  o f  th e  a s s e s s e d  
v a l u e  o f  th e  n a tu ra l  r e s o u r c e  in p la c e  w o u l d  b e  e x e m p te d  f rom  p ro p e r ty  t a x a t io n .  T h e  fo rm e r  
in te rp re ta t io n  ra is e s  s e r io u s  q u e s t i o n s  o f  ta x p a y e r  e q u i t y .  T h e  la t te r  in te rp re ta t io n  t r ig ge r s  s e r io u s  
c o n c e r n s  a b o u t  th e  co s t- e f fe c t iv e n e s s  o f  a p a r t ia l  e x em p t io n .

A n  e x e m p t io n  o f  s o m e  n a tu r a l  r e s o u r c e s  in p la c e  b u t  no t  o th e r s  w o u l d  o b v i o u s l y  h a v e  a d i f f e r e n t ia l  
im p a c t  on  p o te n t ia l  ta x p a y e r s .  O w n e r s  o f  t im b e r  la n d  m ig h t  q u e s t i o n  w h e th e r  it w a s  fa ir  to e x em p t  
m in e r a l  la n d  f rom  t a x a b i l i t y  b u t  no t th e i r  t im b e r  l a n d ,  fo r e x a m p le .  T h e re  w o u l d  a l s o  b e  a 
d i f f e r e n t ia l  im p a c t  on  m u n i c i p a l i t i e s  s i n c e  n a tu r a l  r e s o u r c e s  a re  n o t  a l l  d i s t r i b u t e d  e v e n l y  a c ro s s  
th e  s ta te . M u n i c i p a l i t i e s  w h o s e  r e s o u r c e s  w e r e  e x e m p te d  f rom  t a x a b i l i t y  w o u l d  n o  lo n g e r  b e  a b l e  
to  ra is e  r e v e n u e  b y  l e v y in g  a p ro p e r ty  t a x  o n  th e  v a l u e  o f  th o s e  r e s o u r c e s  in p la c e .  O n  th e  o th e r  
h a n d ,  m u n i c ip a l i t i e s  w h o s e  n a tu r a l  r e s o u r c e s  w e r e  n o t  e x e m p te d  w o u l d  h a v e  to  a d d  th e  a s s e s s e d  
v a l u e  o f  th o s e  n a tu r a l  r e s o u r c e s  in p la c e  to  th e i r  fu l l  a n d  t r u e  v a lu e .  T h e  c o n s e q u e n t  in c r e a s e  in 
th e  fu l l  v a l u e  d e t e rm in a t io n  m e a n s  th o s e  m u n i c i p a l i t i e s  w o u l d  h a v e  to  ra is e  m o re  r e v e n u e  in o rd e r  
to  m e e t  th e i r  lo c a l  c o n t r i b u t i o n  r e q u i r em e n t  fo r s ta te  f o u n d a t io n  a id .  T h o s e  m u n i c i p a l i t i e s  m ig h t  
no t  h a v e  a la r g e  ta x  b a s e  from  w h i c h  to  ra is e  r e v e n u e  o th e r  th a n  b y  a p ro p e r t y  ta x , a n d  y e t  th e y  
m ig h t  fe e l th a t l e v y in g  a p ro p e r ty  tax  w o u l d  b e  d e t r im e n ta l  to  e c o n o m ic  d e v e lo p m e n t  a n d  a l s o  to  
th e i r  r e s id e n t s  w h o  m ig h t  l i v e  a la r g e ly  s u b s i s t e n c e  l i f e  s ty le .

T h e  co s t- e f fe c t iv e n e s s  i s s u e  d i s c u s s e d  a b o v e  is e v e n  m o re  p e r s u a s i v e  a g a in s t  th e  o th e r  in te rp re ­
t a t io n  o f  " p a r t ia l  e x e m p t io n , "  b y  w h i c h  a p o r t io n  o f  th e  a s s e s s e d  v a l u e  o f  a l l  n a tu r a l  r e s o u r c e s  in 
p la c e  w o u l d  b e  n o t  t a x a b le .  T h e  s a m e  d i f f i c u l t  a n d  c o s t l y  a s s e s s in g  w o r k  w o u l d  b e  r e q u i r e d  to  
c o r r e c t l y  a s s e s s  th e  p rop e r ty ,  b u t  in re tu rn  o n l y  a c e r ta in  p o r t io n  o f  th e  a s s e s s e d  v a l u e  w o u l d  b e  
pu t on  th e  tax  ro l l s .  U n d e r  th is  s c e n a r io ,  th e  r e v e n u e  to  b e  d e r i v e d  f ro m  a p ro p e r t y  ta x  w o u l d  b e  
lo w e r ,  w h i l e  th e  a m o u n t  a n d  c o s t  o f  th e  a s s e s sm e n t  w o r k  w o u l d  r em a in  t h e  s am e .

O p t io n  T h r e e : N o  E x em p t io n  f rom  M u n i c i p a l  P rop e r ty  T a x a t io n

T he  o p t io n  o f  no  e x e m p t io n  f rom  m u n i c i p a l  p ro p e r ty  ta x a t io n  w i l l  b e  th e  c o n s c i o u s  o r  u n c o n s c i o u s  
r e s u l t  i f  th e  L e g i s l a t u r e  ta k e s  n o  a c t io n  o n  t h e  i s s u e  o f  th e  ta x a t io n  o f  n a tu r a l  r e s o u r c e s  in p la c e  
d u r i n g  th e  c o m in g  le g i s l a t i v e  s e s s io n .  A s  m e n t io n e d  a b o v e ,  th e  t e m p o r a r y  e x e m p t io n  in  th e  A c t  
e xp i r e s  j u l y  1, 1992. O n  th a t d a te ,  if n o  le g i s la t io n  h a s  c h a n g e d  th e  l a w  o n  t a x a b i l i t y ,  n a tu r a l  
r e s o u r c e s  in p la c e  w i l l  o n c e  a g a in  b e  t a x a b le .  T h e  d i f f e r e n c e  is th a t n o w  p e o p le  a r e  v e r y  c o n s c i o u s  
o f  th i s  i s s u e  a n d  th e re  is a s t a t e w i d e  c o n s e n s u s  th a t  n a tu r a l  r e so u r c e s  in  p la c e  s h o u ld  no t  b e  t a x a b le .

I f  th e re  is n o  e x e m p t io n  f rom  ta x a t io n  fo r n a tu r a l  r e s o u r c e s  in p la c e  a f te r  j u l y  1,1992, it is u n l i k e l y  
th a t r e s o u r c e s  in p la c e  th a t h a v e  an  a s s e s s a b le  v a l u e  w i l l  b e  k ep t o f f  t h e  a s s e s sm e n t  r o l l s .  T a xp a y e r s  
w h o  fee l th e y  a re  u n f a i r l y  c a r r y in g  th e  ta x  b u r d e n  in th e i r  m u n i c i p a l i t y  m ig h t  s u e  to  p u t  a s s e s s a b le  
r e s o u r c e  p ro p e r t ie s  on  th e  ta x  ro l l s .  I f  th e  m u n i c i p a l i t y  d o e s  no t p u t  a s s e s s a b l e  r e s o u r c e  p rop e r t ie s  
on  th e  a s s e s sm e n t  ro l l s ,  t h e  S ta te  A s s e s s o r  w i l l  s t i l l  b e  o b l i g a t e d  to i n c l u d e  t h e  fu l l  a n d  t r u e  v a lu e  
o f  th o s e  p ro p e r t ie s  in th e  f u l l  v a l u e  d e t e rm in a t io n  for th e  p a r t i c u la r  m u n i c i p a l i t y .  T h a t  w i l l  h a v e  
d i f f e r e n t ia l  im p a c t s  o n  th e  m u n i c ip a l i t i e s '  sh a r e s  o f  e d u c a t i o n  a n d  s ta te  r e v e n u e  s h a r in g  fu n d s  
d e p e n d in g  o n  w h e th e r  th e  m u n i c i p a l i t i e s  h a v e  o r  d o n o t  h a v e  a s s e s s a b le  n a tu r a l  r e s o u r c e s  in  p la c e .  
T a x a b i l i t y  o f  n a tu r a l  r e s o u r c e s  in p la c e  w i l l  a l s o  im p a c t  th e  s ta f f in g  a n d  f u n d in g  n e c e s s a r y  for 
m u n i c ip a l  a s s e s s in g  o f f i c e s  a n d  th e  S ta te  A s s e s so r ' s  O f f i c e .

T no  r e s o u r c e  in d u s t r i e s  h a v e  c o m m e n t e d  th a t i f  n a tu r a l  r e s o u r c e s  in p la c e  a r e  t a x a b le ,  th a t  w i l l  
h a v e  a d e t r im e n ta l  im p a c t  on  e c o n o m ic  d e v e lo p m e n t  w i t h in  th e  s ta te . T h e  c o s t  o f  th e  p ro p e r ty
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ta x , i f  o n e  is le v i e d ,  w i l l  h a v e  to  b e  fa c to r e d  in to  th e  co s t o f  d e v e lo p m e n t  in  a s i t u a t io n  w h e r e  
f l u c t u a t in g  m a rk e t  p r ic e s  a n d  h ig h  d e v e lo p m e n t  co s t s  m a k e  lo n g  te rm  in v e s tm e n t  r i s k y .  It w i l l  no t 
b e  e n o u g h  to  s a y  th a t a l t h o u g h  th e  n a tu ra l  r e so u r c e  in p la c e  is ta x a b le ,  th e  lo c a l  g o v e r n m e n t  w i l l  
n o t  l e v y  a ta x ,  b e c a u s e  th e  nex t c o u n c i l  o r  a s s e m b ly  c o u ld  c h a n g e  th a t p o l i c y ,  p a r t i c u la r l y  s i n c e  
th e  v a l u e  o f  th e  r e s o u r c e  in p la c e  w i l l  b e  i n c lu d e d  in th e  m u n i c ip a l i t y ' s  fu l l  v a l u e  d e t e rm in a t io n  
w i t h  th e  r e su l t a n t  im p a c t  o n  s ta te  p ro g ram  fo rm u la  r e q u i r em e n t s  to  r a i s e t h e  lo c a l  c o n t r i b u t i o n  a n d  
lo c a l  ly  g e n e r a te d  r e v e n u e .  In a d d  i t io n , t h e  r e so u r c e  in d u s t r ie s  h a v e  c o m m e n t e d  th a t  th e  n e x t  w o r s t  
th in g  to  ta x a t io n  is i n s t a b i l i t y  in t a x a t io n  p o l i c i e s .  S in c e  th e y  h a v e  to  p la n  for lo n g  te rm  in v e s tm e n t ,  
th e y  n e e d  to  k n o w  w h a t  to  fa c to r  in to  th e i r  p la n s .

At th e  s a m e  t im e ,  it s h o u l d  b e  p o in t e d  o u t  th a t as lo n g  as th e  n a tu ra l  r e s o u r c e  in p la c e  is n o t  
a s s e s s a b le  a c c o r d in g  to  s t a n d a r d  a s s e s s in g  t e c h n iq u e s ,  it w i l l  no t g o  o n to  th e  a s s e s sm e n t  ro l l s .  
F u r th e rm o re ,  m u c h  o f  th e  n a tu ra l  r e s o u r c e  la n d  th a f m ig h t  b e  s u s c e p t i b le  to  p ro p e r ty  ta x a t io n  is 
h e ld  b y  N a t i v e  c o rp o r a t io n s  th a t  a re  i n s u la t e d  f rom  ta x a t io n  b y  fe d e ra l l a w  u n t i l  d e v e lo p m e n t  
o c c u r s .  Lea se s  o f  N a t i v e  c o rp o r a t io n  la n d  a re  no t s o  p ro te c te d ,  h o w e v e r .  N o r  a r e  ie a s e s  o f  s ta te  
o r f e d e r a l  la n d .

O p t io n  F o u r : T o ta l o r  P a r t ia l E x em p t io n  f rom  M u n i c i p a l  P rop e r ty  T a x a t io n  a t t h e  O p h o n  o f  Each  
M u n i c i p a l i t y

T h e  d i s c u s s io n  o f  th e  f r a m e w o r k  fo r m u n i c i p a l  ta x a t io n  fo u n d  a t th e  b e g in n in g  o f  th is  repo r t 
e x p la i n e d  th a t  th e  p r e s e n t  s t a t u to r y  s c h e m e  c o n ta  n s p ro v i s io n  for lo c a l  o p t io n  w i t h  r e g a rd  to 
p ro p e r t y  tax  e x e m p t io n s .  T he  lo c a l  o p t io n  e x em p t io n s  a r e  fo u n d  in AS 29.45.050. It is 
c o n c e i v a b l e ,  th e r e fo re ,  to  e n a c t  a n  o p t io n a l  e x em p t io n ,  e i th e r  to ta l o r p a r t ia l ,  fo r n a tu r a l  r e so u r c e s  
in p la c e .  T h a t  d e c i s i o n  s h o u ld  no t  b e  m a d e ,  h o w e v e r ,  w i t h o u t  c o n s i d e r a t i o n  o f  a l l  o f  th e  
c o n s e q u e n c e s .

O n  th e  o n e  h a n d ,  l o c a l  o p t io n  is o f ten  f a v o r e d  b e c a u s e  it a l l o w s  lo c a l  g o v e r n m e n t s  m a x im u m  
co n t r o l .  L o ca l o p t io n  e x e m p t io n s ,  h o w e v e r  d o  no! e x c l u d e  th e  p rop e r ty  e x e m p te d  f rom  a 
m u n i c i p a l i t y ' s  fu l l  v a l u e  d e t e rm in a t io n .  A  lo c a l  d e c i s io n  to  e x e m p t  n a tu ra l r e s o u r c e s  in p la c e  from  
ta x a t io n  w o u l d  s t i l l  l e a v e  th em  t a x a b le  a s  far a s  th e  S ta te  A s s e s so r  is c o n c e r n e d .  A n  in c r e a s e  in 
th e  fu l l  v a l u e  d e t e rm in a t io n  w o u l d  m e a n  an  in c r e a s e  in th e  a b s o lu t e  a m o u n t  o f  th e  lo c a l  
c o n t r i b u t i o n  a n d  th e  l o c a l l y  g e n e r a t e d  r e v e n u e  r e q u i r e d .  I f  n a tu r a l  r e so u r c e s  in p la c e  w e r e  lo c a l l y  
e x e m p te d  from  p ro p e r ty  ta x a t io n ,  th e  lo c a l  c o n t r i b u t io n  a n d  th e  l o c a l l y  g e n e r a te d  r e v e n u e  w o u ld  
h a v e  to  b e  r a i s e d  f rom  o th e r  p ro p e r ty  ta x  p a y e r s  o r th ro u g h  s a le s  and/or e x c i s e  t a x e s .  T h is ,  o f  
c o u r s e ,  r a is e s  th e  i s s u e  o f  fa i r n e s s  a m o n g  ta x  p ay e r s .  It a l s o  ra is e s  th e  i s s u e  o f  co s t- e f fe c t iv e n e s s .  
Is it c o s t- e f fe c t iv e  to  c r e a t e  a s i t u a t io n  w h e r e  th e  S ta te A s s e s so r  m u s t  a s se s s  n a tu r a l  r e s o u r c e s  in 
p la c e ,  w h i l e  th e  m u n i c i p a l i t y  m a y  o p t i o n a l l y  e x em p t  r e so u r c e s  in  p la c e  f rom  ta xa t io n?

O p t io n  F i v e : T a x a t io n  o th e r  th an  P ro p e r t y  T a x a t io n

In th e  A c t ,  th e  L e g i s l a t u r e  a s k e d  th a t th e  s t u d y  e x a m in e  o p t io n s  fo r ta x a t io n  o f  n a tu r a l  r e so u r c e s  
o th e r  th a n  th e  p ro p e r ty  tax . A s d i s c u s s e d  a b o v e ,  o f  th e  t y p e s  o f  t a x  th a t c a n  b e  l e v i e d  b y  a lo c a l  
g o v e r n m e n t ,  o n l y  a p ro p e r t y  ta x  c a n  b e  l e v i e d  a g a in s t  t h e  v a lu e  o f  a n a tu ra l  r e s o u r c e  in p la c e .  A s 
lo n g  a s  it r e m a in s  in p la c e ,  th e  n a tu r a l  r e s o u r c e  is  part o f  th e  p rop e r ty .  Th is  s e c t io n  lo o k s  a t o th e r  
fo rm s  o f  t a x a t io n  th a t  lo c a l  g o v e r n m e n t s  m ig h t  l e v y  a g a in s t  s o m e  a sp e c t  o f  n a tu r a l  r e s o u r c e  
p r o d u c t io n .
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At th e  t im e  a n a tu ra l  r e s o u r c e  is s e v e r e d  or e x t r a c t e d ,  a lo c a l  g o v e r n m e n t  c a n  l e v y  a s e v e r a n c e  tax . 
In fa c t ,  tw o  b o r o u g h s  (the D e n a l i  B o ro u g h  a n d  th e  K o d ia k  I s l a n d  B o ro u gh )  h a v e  a l r e a d y  d o n e  so  
s i n c e  th e  t em p o ra r y  e x e m p t io n  f rom  p ro p e r ty  t a x a t io n  w e n t  in to  e f fe c t .  T h e s e  b o r o u g h s  l e v y  a ta x  
a g a in s t  t h e  v a l u e  o r  to n n a g e  o f  th e  r e s o u r c e  th a t h a s  b e e n  s e v e r e d  o r  e x t r a c t e d .

T he  K o d ia k  I s l a n d  B o ro u g h  a d o p t e d  w h a t  it f e e l s  is a lo n g  te rm  p r o g r e s s i v e  ta x  p o l i c y  th a t l e v i e s  
a g a in s t  t h e  g ro ss  p r o d u c t io n  v a l u e  o f  n a tu r a l  r e s o u r c e s  tha t h a v e  b e e n  s e v e r e d  o r e x t r a c t e d .  W h i l e  
th is  ta x  c u r r e n t l y  ta rg e t s  t im b e r  a n d  f ish  h a r v e s t in g  o p e r a t io n s ,  it c a n  a c c o m m o d a t e  an )  r e s o u r c e  
d e v e lo p m e n t  a c t i v i t y  w h e r e  a v a lu e- b y- un i t  c a n  b e  e s t a b l i s h e d .  T h e  v a l u e  o f  th e  s e v e r e d  or 
e x t r a c t e d  r e s o u r c e  is m u l t i p l i e d  b y  th e  lo c a l  p ro p e r ty  ta x  m i l l  l e v y  as d e t e rm in e d  a n n u a l l y  b y  th e  
b o ro u g h  a s s e m b ly .  T h e  b o ro u g h  m a in t a in s  th a t  th is  a s s u r e s  c o n s i s t e n c y  a n d  e q u i t y  o f  t a x a t io n  
b e tw e e n  n a tu r a l  r e s o u r c e  p ro p e r ty  o w n e r s  a n d  th e  o w n e r s  o f  o th e r  p ro p e r t y  w i t h i n  th e  b o ro u g h  
tha t is t a x a b le  b y  th e  p ro p e r ty  ta x  m e th o d .

T he  D e n a l i  B o ro u gh  h a s  a l s o  a d o p t e d  a n a tu r a l  r e s o u r c e  s e v e r a n c e  tax . T h i s  t a x  ta rg e t s  c o a l ,  
l im e s to n e  o r  g r a v e l  th a t  h a s  b e e n  e x t r a c t e d .  T h e  ta x  is b a s e d  on  a f la t  ra te  p e r  u n i t  o f  p r o d u c t io n .  
T h e  ta x  l e v y  fo r c o a l  a n d  l im e s to n e  is $0.05 p e r  to n  o f  g ro s s  p r o d u c t io n .  Fo r g r a v e l  t h e  ta x  is $0.05 
per c u b i c  y a r d  o f  p r o d u c t io n .

A  s e v e r a n c e  ta x  is b u t  o n e  fo rm  o f  e x c i s e  tax . O th e r  fo rm s  o f  e x c i s e  ta x  th a t m ig h t  b e  l e v i e d  i n c l u d e  
a ta x  on  e x p lo r a t io n  a c t i v i t i e s ,  t r a n sp o r t a t io n  a c t i v i t i e s ,  p r o c e s s in g  a c t i v i t i e s ,  s to r a g e  a c t i v i t i e s ,  a n d  
th e  l i k e .  W h i l e  a s e v e r a n c e  tax  is  r e c o m m e n d e d  b y  th e  n a tu r a l  r e s o u r c e  in d u s t r i e s  in l i e u  o f  a 
p ro p e r ty  ta x  on  n a tu r a l  r e s o u r c e s  in p la c e ,  it s h o i^ d  b e  p o in t e d  o u t  th a t  e x c i s e  t a x e s  a n d  p rop e r ty  
ta x e s  a re  no t m u t u a l l y  e x c l u s i v e  a n d  c o u l d  b e  le v i e d  a t th e  s a m e  t im e .

U n d e r  th e  A la s k a  C o n s t i t u t io n ,  T i t le  29, a n d  th e  A la s k a  S u p r em e  C o u r t  c a s e s ,  lo c a l  g o v e r n m e n t  
a u th o r i t y  to  ta x  is v e r y  b r o a d .  A c c o r d in g  to  a 1986 A t to r n e y  G e n e r a l ' s  o p in io n ,  in te rp r e t in g  th e  
a b o v e  a u th o r i t i e s  in th e  c o n t e x t  o f  a q u e s t io n  a b o u t  s e v e r a n c e  ta x a t io n ,  th e  p r o v i s i o n s  o f  T i t le  29, 
o th e r  th a n  AS 29.45.010, a re  l im i t a t io n s  on  lo c a l  g o v e r n m e n t  a u t h o r i t y  to  tax . F o l l o w in g  th a t 
in te rp re ta t io n ,  o n e  c o n c l u d e s  th a t  th e r e  a r e  n o  s t a t u to r y  o r  c a s e  l a w  l im i t a t io n s  on  th e  p o w e r  o f  
lo c a l  g o v e r n m e n t s  to  e n a c t  e x c i s e  ta x e s .  O n l y  p ro p e r t y  ta x e s  a n d  s a le s  a n d  u s e  ta x e s  a r e  c o v e r e d  
b y  T i t l e  29 a n d  A la s k a  S u p r e m e  C o u r t  c a s e s .

X. C O N C L U S IO N S

T h e  s t u d y  o n  th e  i s s u e  o f  ta x a t io n  o f  n a tu r a l  r e s o u r c e s  in  p la c e  h a s  b e e n  c o n c l u d e d  a n d  it is n o w  
c le a r  th a t  th e  L eg is la tu r e  m u s t  p r o v id e  an  e x p l i c i t  r e s o lu t io n  to th is  t a x a t io n  i s s u e  d u r in g  th e  c o m in g  
le g i s l a t i v e  s e s s io n .  T h e  te m p o r a r y  e x e m p t io n  fo r r e s o u r c e s  in  p la c e  e x p i r e s  J u ly  1,1992. U n le s s  
th e  L e g i s l a t u r e  to t a l l y  e x e m p t s  n a tu r a l  r e s o u r c e s  in  p la c e  f rom  lo c a l  t a x a t io n  d u r in g  th is  s e s s io n ,  
a s ta te  o f  c o n f u s io n  w i l l  e n s u e  for th e  m u n i c i p a l i t i e s ,  t h e  S ta te  A s s e s s o r ' s  O f f i c e  a n d  th e  r e s o u r c e  
in d u s t r ie s .  T h e  s t u d y  r a i s e d  th e  c o n s c i o u s n e s s  o f  t h e s e  in te r e s te d  p a r t ie s  a b o u t  th e  m e a n in g  o f  
t a x a b i l i t y  o f  n a tu r a l  r e s o u r c e s  in p la c e  a n d  th e  im p l i c a t i o n s  w h i c h  th i s  t a x a b i l i t y  h o l d s  fo r a l l  
c o n c e r n e d .  T h e re  is a s t a t e w id e  c o n s e n s u s  th a t th e  L e g i s l a t u r e  s h o u ld  a d o p t  a n  a m e n d m e n t  to  AS 
29.45.030 to t a l l y  e x e m p t in g  n a tu r a l  r e s o u r c e s  in p la c e  f ro m  lo c a l  p ro p e r t y  ta x a t io n .
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A p p e n d ix  A:
P ro p e r t y  T a x a t io n  o f  N a tu r a l  R e s o u r c e s  

in  th e  S ta te s  a n d  P ro v in c e s

The D ep o r tm en t  o f  C o m m u n i t y  a n d  R eg io n a l  A f fa i r s  s u r v e y e d  A la s k a ,  th e  o th e r  fo r ty-n ine  s ta te s , 
a n d  th e  C a n a d ia n  p r o v in c e s  r e g a rd in g  p rop e r ty  ta x a t io n  o f  n a tu r a l  r e s o u r c e s .  T he  s u r v e y  
q u e s t i o n n a i r e  w a s  fo rm u la t e d  in to  t e c h n i c a l  a n d  p o l i c y  s e c t io n s  a n d  w a s  in t e n d e d  to  id e n t i f y  
r e s o u r c e  ta x a t io n  p o l i c i e s  a n d  p ro c e d u r e s  c u r r e n t ly  in u s e  th r o u g h o u t  N o r th  A m e r i c a .  T he  
q u e s t i o n n a i r e  w a s  m a i l e d  to s ta te  a n d  p r o v in c ia l  p ro p e r ty  ta x  o f f i c ia l s  in  th e  sp r in g  o f  1991 a n d  
r e sp o n s e s  w e r e  r e c e i v e d  o v e r  a s e v e r a l  m o n th  p e r io d .  N o  q u e s t i o n n a i r e s  w e r e  m a i l e d  to  lo c a l  
a s s e s so r s  o r  to  ta x  o f f i c ia l s  at th e  c i t y  o r  c o u n t y  le v e l ,  a s  w e  th o u g h t  s t a te  a n d  p r o v in c i a l  a g e n c ie s  
w o u l d  h a v e  a b e t te r  o v e r a l l  p ic t u r e  o f  w h a t  is ta k in g  p la c e ,  in t e rm s  o f  r e s o u r c e  ta x a t io n ,  w i t h in  
th e i r  ju r i s d i c t i o n s .

M a n y  r e sp o n s e s  to  th e  q u e s t i o n n a i r e s  w e r e  i n a d e q u a t e  o r s im p ly  r a i s e d  m o r e  q u e s t io n s .  A lso ,  
s o m e  s ta te s  d i d  no t r e sp o n d  at a l l  to  th e  q u e s t io n n a i r e .  T h e re fo re ,  w e  o f te n  m a d e  fo l lo w - up  c o n ta c t  
b y  p h o n e .  It w a s  in te r e s t in g ,  a l t h o u g h  no t a l to g e th e r  su rp r is in g ,  th a t th e  p h o n e  in t e r v i e w s  r e v e a le d  
tha t r e s o u r c e  p ro p e r ty  ta x a t io n  p r a c t i c e  d o e s  no t a lw a y s  c o n fo rm  to  l a w  or s t a te d  p o l i c y .  O f f i c ia l s  
w e r e  o c c a s i o n a l l y  m o re  c a n d id  o n  th e  p h o n e  th an  th e y  w e r e  in c o m p le t in g  th e  q u e s t i o n n a i r e  a n d  
a d m i t t e d  th a t  p rop e r ty  ta x a t io n  o n  n a tu r a l  r e so u r c e s  m a y  no t a lw a y s  b e  a d m in i s t e r e d  to  th e  le t te r  
o f  th e  'aw . T h e  p r im a r y  r e a so n  for th is  w a s  th a t n a tu r a l  r e s o u r c e  ta x a t io n  w a s  no t  a s i g n i f i c a n t  i s s u e  
in the ir j u r i s d i c t i o n  b e c a u s e  o f  l im i t e d  r e so u r c e s  a n d ,  th e re fo re ,  th e  t im e  a n d  e x p e n s e  t o a d m in i s t e r  
s u c h  a ta x  a g g r e s s i v e ly  c o u l d  no t  b e  ju s t i f i e d .

T h ro u g h  th e  u s e  o f  th e  q u e s t io n n a i r e ,  w e  a l s o  h o p e d  to  d i s c o v e r  s p e c i f i c  r e s o u r c e  ta x a t io n  
p r o b le m s  o r  s u c c e s s e s  th a t m a y  b e  s h a r e d  b y  v a r io u s  t a x in g  ju r i s d i c t i o n s .  A f te r  o u r  r e v i e w  o f  th e  
q u e s t i o n n a i r e s  a n d  a s  a re su l t  o f  o u r  p h o n e  in t e r v ie w s  w e  fo u n d  th a t  p r o b le m s  w h i c h  ta x in g  
ju r i s d i c t i o n s  sh a re  a r e  u s u a l l y  o f  a t e c h n i c a l  n a tu re .  It is g e n e r a l l y  th e  o ld  s to r y  o f  l a c k  o f  m a rk e t  
d a ta  a n d  la c k  o f  c o m p a r a b i l i t y  b e tw e e n  s u b je c t  p rop e r t ie s  th a t m a k e s  th e  j o b  d i f f i c u l t  fo r th e  
a p p ra i s e r .  L a ck  o f  a d e q u a t e  t r a in in g  in th e  a p p ra i s a l  o f  s p e c ia l  p u rp o s e  p rop e r t ie s  s u c h  a s  m in e s  
a n d  q u a r r i e s  is a l s o  a c o m m o n  p r o b le m  a m o n g  ta x in g  a g e n c ie s .

T h e  p o l i c y  s im i l a r i t i e s  b e tw e e n  s ta te s  a n d  p r o v in c e s  a re  s im p ly  th a t s e v e r a n c e  ta x e s  a n d  p rop e r ty  
ta x e s  a r e  th e  tw o  m o s t  c o m m o n  fo rm s  o f  n a tu r a l  r e s o u r c e  ta x a t io n .  T h e y  a r e  u s e d ,  in s o m e  fo rm , 
in n e a r l y  e v e r y  s ta te  a n d  p r o v in c e .  T h is  is r e a l l y  w h e r e  th e  p o l i c y  s im i l a r i t i e s  e n d  b e tw e e n  s ta te s  
a n d  p r o v in c e s ,  h o w e v e r ,  b e c a u s e  th e  e x ten t  a n d  m a n n e r  in  w h i c h  th e s e  tw o  fo rm s  o f  ta x a t io n  a re  
im p le m e n t e d  in e a c h  ta x in g  ju r i s d i c t i o n  v a r ie s  s o  m u c h  a s  to  m a k e  e a c h  u n iq u e .

O n e  s u r v e y  q u e s t i o n  a s k e d  i f  s ta te s  a n d  p r o v in c e s  l e v i e d  ta x e s  a g a in s t  n a tu r a l  r e s o u r c e s  th a t  a re  
" c o m p le t e l y  u n d e v e lo p e d . "  T h e  te rm  " c o m p le t e l y  u n d e v e lo p e d "  w a s  n o t  d e f in e d  in th e  
q u e s t i o n n a i r e ,  h o w e v e r ,  g e n e r a l l y  th e  a n sw e r  th a t w e  r e c e i v e d  on  th is  q u e s t i o n  w a s  n o . O n l y  e ig h t  
o f  th e  s ta te s  th a t r e s p o n d e d  to  th e  q u e s t i o n n a i r e  a n sw e r e d  y e s  to  th is  q u e s t i o n  a n d  tw o  o f  th o se  
a s s e s s  u n d e v e lo p e d  r e s o u r c e s  a t a f la t ra te  p e r  a c re ;  $75 p e r a c r e  in  I l l i n o i s  3nd $60 p e r  a c r e  in 
In d ia n a .  F ou r  o f  th e  s ta te s  th a t  a n sw e r e d  y e s  to  th is  q u e s t i o n  o n l y  a s s e s s  a g a in s t  m in e r a l  r igh ts  tha t 
h a v e  b e e n  s e v e r e d  f ro m  th e  fee  o w n e r s h ip .  A l t h o u g h  s e v e r a l  o th e r  s t a te s  a n sw e r e d  n o  to  th is  
q u e s t i o n ,  th e y  d o  in fa c t  a s s e s s  s t a n d in g  fo res t la n d s  to  s o m e  d e g r e e  ( g e n e r a l l y  s o m e  se t am o u n t  
on  a p e r  a c r e  bas is .)



Report to the Alaska Legislature

For t h o s e  s ta te s  a n d  p r o v in c e s  th a t  s t a te d  th e y  d i d  no t a s s e s s  a g a in s t  u n d e v e lo p e d  r e so u r c e s ,  a 
f o l l o w  u p  q u e s t i o n  a s k e d  o f f i c ia l s  to  d e s c r i b e  a t w h a t  p o in t  in th e  p r o d u c t io n  p ro c e s s  w a s  t a x a b i l i t y  
t r ig g e re d .  M o s t  s t a te d  th a t t a x a b i  I i ty  w a s  t r ig g e re d  a t th e  p o in t  o f  p r o d u c t io n  o r h a rv e s t .  T h e  te rm s  
to  d e s c r i b e  th is  p o in t  o f  t a x a b i l i t y  v a r y .  Fo r e x a m p le ,  ta x a t io n  is t r ig g e re d  in th e  Y u ko n  Te r r i to ry  
" w h e n  p r o d u c t io n  s ta r t s"  in W y o m in o  r e s o u r c e s  a r e  t a x a b le  "w h e n  th e  m in e r a l  r e a c h e s  th e  m o u th  
o f  th e  m in e , "  a n d  in M ic h ig a n ,  - r im e s , th e  t r ig g e r  is  s e v e r a n c e . "
A  g e n e r a l  s u m m a r y  a n d  s o m e  u c  h ig h l i g h t s  o f  t h e  s u r v e y  f o l lo w .

G e n e r a l  S u m m a r y :

•  T h ir ty- one  s ta te s  c a n  le g a l l y  ta x  n a tu ra l  r e s o u r c e s  in  p la c e ,  b u t  o n l y  tw e l v e  s ta te s 
a c t u a l l y  d o  to  v a r y in g  d e g r e e s .  T h o se  s ta te s  a re : A r i z o n a ,  C o lo r a d o ,  I n d ia n a ,  
K e n tu c k y ,  M ic h ig a n ,  M is s i s s ip p i ,  M is s o u r i ,  S ou th  D a k o ta ,  T e x a s ,  V i r g in ia ,  W e s t  
V i r g in ia  a n d  W is c o n s in .  O f  th e  s ta te s  th a t  c u r r e n t l y  i n c l u d e  in p la c e  n a tu ra l  r e so u r c e  
v a l u e  in  re a l p ro p e r ty  a s s e s sm en t s ,  o n l y  a f e w  d o  s o  a g g r e s s i v e ly .  T h is  m a y  b e  d u e  to 
th e  la c k  o f  e x p e r t i s e  a t th e  lo c a l  a n d  s ta te  l e v e l  to  r e l i a b l y  v a l u e  a n d  d e f e n d  a s s e s s e d  
v a lu e s  fo r r e s o u r c e s .  It m a y  a l s o  b e  th a t  w h e r e  t h e r e  is  l i t t l e  n a tu r a l  r e s o u r c e  v a lu e ,  it 
is no t c o s t  e f f e c t i v e  to  u n d e r t a k e  th e  v a lu a t io n  o f  n a tu r a l  r e s o u r c e s  th a t d o  ex is t .

•  N in e t e e n  s ta te s  s t a t u to r i l y  e x e m p t  th e  in  p l a c e  n a tu r a l  r e s o u r c e  v a l u e  f rom  th e  
a s s e s sm e n t  o f  re a l p rop e r ty .

•  T h e  s ta te s  w i t h  th e  m o s t  a d v a n c e d  p ro g ram s  o f  n a tu r a l  r e s o u r c e  a s s e s sm e n t  a re  th o s e  
r e s o u r c e  r i c h  s ta te s  th a t  c a n  g e n e r a te  e n o u g h  ta x  r e v e n u e  to ju s t i f y  th e  s ta f f  to  a s s e s s  
r e s o u r c e  p ro p e r t ie s .  A r i z o n a  2n d  K e n tu c k y  a r e  b o th  v e r y  a c t i v e  in r e s o u r c e  a s s e s s ­
m en t ,  a n d  b o th  c e n t r a l i z e  th e  a s s e s sm e n t  a c t i v i t y .  A s s e s sm e n t s  a re  m a d e  b y  s ta te  
a g e n c i e s ,  a n d  tax  c o l  l e c t io n  c a n  e i th e r  t a k e  p la c e  a t t h e  s t a te  le v e l  w i t h  r e v e n u e s  b e in g  
p a s s e d  t h r o u g h  to lo c a l  g o v e r n m e n t s ,  a s  is th e  c a s e  in  K e n tu c k y ,  or, a s s e s s e d  v a lu e s  c a n  
bo  p r o v i d e d  b y  th e  s t a t e  to lo c a l  g o v e r n m e n t s  fo r lo c a l  ta x  c o l l e c t i o n ,  w h i c h  is th e  
c u r r e n t  p o l i c y  in  A r i z o n a .

•  T a x in g  a g e n c i e s  in o th e r  s ta te s  th a t i n d i c a t e d  th e y  d o  a s s e s s  a n d  tax  n a tu r a l  r e so u r c e s  
a p p ly  s e v e r a l  d i f f e r e n t  a p p ro a c h e s .  M a n y  r e ly  o n  t h e  m a rk e t  d a ta  o r  s a le s  c o m p a r i s o n  
a p p ro a c h  to  v a lu e .  O f f i c i a l s  s t a te d ,  h o w e v e r ,  th a t  a c t u a l  s a le s  o f  r e s o u r c e  p rop e r t ie s  
a re  ra re , h a r d  to v e r i f y ,  a n d  a r e  o f ten  no t  v e r y  c o m p a r a b l e  to  o th e r  p ro p e r t ie s  b e in g  
a s s e s s e d .  T h i s  r e s u l t s  in a g e n e r a l  d i s r e g a r d  fo r a s s e s s in g  th is  ty p e  o f  p ro p e r ty  o r  at le a s t  
m in im i z e s  th e i r  v a l u e  e s t im a te s .  M a n y  s ta te s  a re  a i d e d  b y  m a n d a to r y  s a le s  d i s c lo s u r e  
l a w s  w h i c h  r e q u i r e  s a le s  in fo rm a t io n  on  a l l  t r a n s a c t io n s  to  b e  p r o v i d e d  to  a s s e s sm en t  
o f f i c ia l s .  U n fo r t u n a t e ly  s a le s  in fo rm a t io n  is s t i l l  g e n e r a l l y  i n a d e q u a t e  to  re s u l t  in 
re l i a b l e  a s s e s sm e n t s  fo r r e s o u r c e  p rop e r t ie s .  A la s k a  d o e s  no t h a v e  a n y  m a n d a to r y  s a le s  
d i s c l o s u r e  l a w  a t th i s  t im e .

•  T h e  g e n e r a l  n a t u r e o f  n a tu r a l  r e s o u r c e  t a x a t io n  in C a n a d a  is s im i l a r  to  o u r s  in th e  U n i t e d  
S ta le s .  A c t i v e  n a tu r a l  r e s o u r c e  d e v e lo p m e n t s  a r e  s u b j e c t  to  f e d e r a l ,  p r o v in c i a l  a n d  
lo c a l  g o v e r n m e n t  t a x e s  m o s t l y  in  th e  fo rm  o f  i n c o m e  a n d  s e v e r a n c e  ta x e s .  In B r it ish  
C o l u m b i a  m in e r a l s  a re  n o t  s u b j e c t  to  p ro p e r ty  ta x ,  a n d  o th e r  n a tu r a l  r e so u r c e s ,  s u c h  
as w a t e r  a n d  t im b e r ,  a r e  t a x e d  a t th e  t im e  o f  u s e  o r  h a r v e s t .
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S p e c i f i c  H ig h l ig h t s :

•  W i t h i n  th e  a rea  o f  p ro p e r ty  ta x a t io n  th e re  a r e  n e a r l y  a s  m a n y  d i f f e r e n t  l e v e l s  o f  
a s s e s sm en t s  a n d  a p p l i c a t io n s  o f  m i l l a g e  ra te s  as th e r e  a r e  s t a te s  a n d  p r o v in c e s .

•  P o l i c i e s  fo r t a x a t io n  o f  n a tu ra l  r e s o u r c e s  a l s o  v a r y  f rom  s ta te  to s t a t e  s i n c e  d i f f e r e n t  
s ta te s  h a v e  d i f fe r e n t  t y p e s  o f  r e so u r c e s .  T a x in g  j u r i s d i c t i o n s  a d o p t  t a x in g  p o l i c i e s  th a t 
b e s t  s u i t  th e i r  i n d i v i d u a l  n e e d s ,  k in d s  o f  r e s o u r c e s ,  a n d  r e s o u r c e  a v a i l a b i l i t y .  A r i z o n a  
a s s e s s e s  a l l  r e c o v e r a b le  m in e r a l s  in th e  g r o u n d ,  In d ia n a  v a l u e s  m in e r a l  o w n e r s h ip  at 
$60 p e r  a c r e ,  M ic h ig a n  e x e m p t s  o re  b o d ie s  u p  to  10 y e a r s  o r  u n t i l  t h e y  b e c o m e  part 
o f  a n  o p e ra t in g  m in e ,  a n d  M o n ta n a  v a l u e s  u n p r o d u c t i v e  m in in g  c l a im s  a s  a g r i c u l t u r a l  
g r a z in g  la n d .

•  A c ro s s  th e  c o u n t r y ,  in s ta te s  w h i c h  h a v e  e l e c t e d  to  l e v y  p ro p e r t y  t a x e s  a g a in s t  n a tu r a l  
r e s o u r c e  p ro p e r t ie s ,  v a r y i  ng  d e g r e e s  o f  s o p h i s t i c a t i o n  e x i s t  w i t h i n  a g e n c i e s  r e s p o n s ib le  
for r e s o u r c e  a s s e s sm en t ,  K e n tu c k y  ha s  d e v e lo p e d  an  e la b o r a t e  g e o g r a p h ic a l  in f o rm a ­
t ion  s y s tem  (CIS) fo r  its r e s o u r c e  m a n a g e m e n t .  T h e y  h a v e  i d e n t i f i e d  a n d  q u a n t i f i e d  
th e ir  n a tu r a l  r e so u r c e s  a n d  h a v e  d e v e lo p e d  an  a s s e s sm e n t  s c h e m e  th a t  c o n s i d e r s  
c u r r e n t  e c o n o m ic  a n d  m a rk e t  c o n d i t i o n s .  T h e  G IS  is d e s i g n e d  to  m a n ip u l a t e  r e s o u r c e  
d a ta  to  c r e a t e  a th r e e  d im e n s i o n a l  g e o g r a p h ic  m a p  o f  t h e  s ta te  w h i c h  a l l o w s  fo r th e  
a s s e s sm en t  o f  e a c h  c o a l  s e am  o r  m in e r a l  d e p o s i t  o f  t a x a b l e  v a l u e  p a r c e l  b y  p a r c e l .  
K e n tu c k y  w a s  a c t u a l l y  f o r c e d  in to  d e v e lo p in g  th is  a s s e s sm e n t  s y s t em  a s  a r e s u l t  o f  a 
s ta te  s u p r e m e  c o u r t  c a se .  T h e  c a s e  d e t e rm in e d  th a t  s t a t e  c o n s t i t u t io n a l  r e s t r i c t io n s  d id  
no t  a l l o w  th e  S ta te  D e p a r tm e n t  o f  R e v e n u e  to  a s s e s s  n a tu r a l  r e s o u r c e s  a t l e v e l s  lo w e r  
th an  o th e r  ty p e s  o f  p rop e r ty .  S ta te  o f f i c ia l s  f o u n d  t h e m s e l v e s  in th e  p o s i t i o n  o f  b e in g  
r e q u i r e d  to a s s e s s  th e  r e s o u r c e s  o f  th e  s ta te  a t fu l l  v a l u e  w i t h  v e r y  l im i t e d  r e s o u r c e  
in fo rm a t io n .  T h e y  n o w  h a v e  th e  G IS  a n d  a s ta f f  o f  35 to  v a l u e  n a tu r a l  r e s o u r c e s .

•  O th e r  s ta te s  s u c h  as H a w a i i  a n d  R h o d e  I s l a n d  h a v e  l im i t e d  m in e r a l  d e p o s i t s  a n d  a s  a 
re su l t  h a v e  n o  s p e c i f i c  s t a tu te s  p e r t a in in g  to  th e  t a x a t io n  o f  th e s e  r e s o u r c e s  a n d  n o  
r e so u r c e  a s s e s sm en t  sta f f . S om e  s ta te s  th a t  e x e m p t  n a tu r a l  r e s o u r c e s  f rom  p ro p e r ty  
t a x a t io n  le v y  o th e r  k in d s  o f  t a x e s  o n  t h e s e  r e s o u r c e s .  F o r  e x a m p le ,  m o s t  s ta te s  l e v y  
s o m e  ty p e  o f  e x c i s e  ta x  b a s e d  on  th e  p r o d u c t io n  v a l u e  o f  a s e v e r e d  r e s o u r c e  o r  on  its 
p r o d u c t io n  u n i t  ( i.e. tax  p e r  ton .) In a d d i t i o n ,  it is c o m m o n  fo r s ta te s  to  l e v y  in c o m e  
ta x e s  o n  th e  r e s o u r c e  in d u s t r y .
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