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FISCAL NOTE

STATE OF ALASKA

1993 LEGISLATIVE SESSION

Revision CatB:
Tide: ANCSA Stars Tax Exemptions

Sponsor Representative MacLaan
Requestor Representative MacLaan

Expenditures/Revenues:

OPERATING FY4 FYS5
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND 4 STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0

CAPITAL

REVENUE FUND SOURCE: 0 0

FUNDING:

1002 Federal Receipts
1008 GF Match

1004 GF

1006 GF/Program Receipts
1006 GF/MHTTA

Other

TOTAL
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ANALYSIS:  (Attach a separata page if MI\BS)

This bS has no effectoiilia SUfe sines them is no state property tax

Prepared by: Larry E Meyers. Director T

Division: Income and Excise Autft Division /1 /

Approved by Commissioner. Parrel J. Rexwinkal
Agency: Department of Revenue

Bill Version: HB 73

(H) Pubtish Date; 1/29/93
Dept AffectBd: ~ Revenue
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Component: Income and Exase Audit

~
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FY9% FY97 FY98 FY99
0 0 0
0 d 0
(Thousands of Dollars)
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- Date: 1/2/%8
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SPONSOR STATEMENT
HB 73

Representative Eileen P. MaclLean

HB 73 was introduced in order to bring state law into compliance
with recent changes to federal law. The Alaska Native Claims
Settlement Act ?ANCSA) was amended several years ago to
continue an exemption from federal, state or local propert
taxation on ANCSA lands until development occurs.  This hill
reflects those changes in state law to avoid confusion in the
application of the state's tax laws.

In the drafting process, the attorney noted other sections in
state law which need to be updated relative to the federal law.
These are merely technical or stylistic changes.

This hill does not expand or reduce any benefits already
mandated by federal law. It merely cleans up state law, and
ensures that obsolete state statutes do not lead to
misinterpretation by state assessors and others who work with
Alaska's tax law.

HB 73 was approved unanimously in the House. An identical bill
passed through both chambers in the 17th Legislature and was in
Senate Rules at the time of adjournment.

HB 73 has a zero fiscal note from the Department of Revenue.



FISCAL NOTE o,
STATE OF ALASKA B”-l r Bill Version:

1994 LEGISLATIVE SESSION (S Publish Dater?—//—1
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/[1ISION OF LEGAL SER'i. S

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

(907) 465-3367 or 465-2450
F.'IX (907) 466-2029 130 Seward Sredt, Suite 400
Mail Stop 3101 Jureau, Alaska 99801-2106
MEMORANDUWM January 20, 1993
SUBJECT: House Bill 73, relating to state and local taxation and other

state regulation under the Alaska Native Claims Settlement Act,
as amended; and providing for an effective date — sectional

analysis (Work Order No. 8-LS0402VA)

TO: Representative Eileen MacLean
FROM: Jack Cher
Legislative

This measure, a reintroduction of last session3 CSHB 451 (Res), amends various
provisions of state law that exempt from certain forms of state and local taxation the
property that isexempted from taxation by the Alaska Native Claims Settlement Act.
The amendments set out in this bill generally reflect the inclusion of changes made
by federal law since passage of the original Alaska Native Claims Settlement Act in
December, 1971, and the adoption of the first state law exemptions shortly thereafter.

A principal change in the federal Act was the addition of 43 U.S.C. 1636(d) by the
Alaska National Interest Lands Conservation Act of 1980. Sec. 1636(d) broadened
the various protections for lands conveyed under the 1971 Act, but did not necessarily
replace the federal tax exemption provided in the original Act. Since 43 U.S.C.
1636(d) did not supersede the exemptions and protections provided by the earlier-
enacted 43 U.S.C. 1620,1have recommended that, where reference appears in state
law only to sec. 1620 that 1the followed by a second reference to sec. 1636(d) as well.
Throughout the measure, the words "as amended" are added. The intent is to
conform the state tax exemptions to any further changes to the federal Act in the
event the federal Act undergoes further revision in this subject matter area.

Bill section 1. an amendment to AS 29.45.030(a), a provision setting out mandatory
municipal property tax exemptions, incorporates a reference to 43 U.S.C. 1636(d), as
amended, following the existing reference 43 U.S.C. 1620(d) for the reasons noted

two paragraphs above.



Representative E." M acLean
January 20, 1993
Page 2

Bill section 2. also an amendment to the law applicable to municipalities, makes
technical corrections. In context, the terms that are being defined appear in 43
U.S.C 1636(d), not in 43 U.S.C. 1620. The terms defined in the current statute are
revised to reflect the language actually used in the federal provision expressed in a
manner that s consistent with Alaska § legislative drafting style.

Bill section 3 revises AS 43.80.015, the principal provision of state law extending an
exemption from state taxes to certain property. Specifically:

- the caption change at page 3, lines 19 and 20, substitutes the full
proper name of the federal Act for the Public Law reference;

— deletion of reference to "the original issue™ of shares in lines 20 and
21 is a substantive change; all share transactions-not just the original issues-

are made non-taxable events;

- in lines 21 and 22, "state" substitutes for "Alaska" and the exact cite
for the federal Act is inserted for the older reference; these are technical
changes to conform to the state 3 drafting style;

— the changes made at lines 22 - 24 and 28 - 31 of page 3 replace
existing references with the exact federal Act cites;

— the change made by substitution of the phrase on page 4, lines 2 -
4 of the bill conforms state law to the requirement of the federal Act as to
how the basis of land received for purposes of equalization (in the event of
land trades) is to be computed; itwill be computed as the federal Act directs;

- the changes made on page 4, lines 5 - 10 are in the nature of
substitutions of accurate cites and references;

- the long addition on lines 12 and 13 and the deletion of the
December, 1991, date reflect substantive changes made by 43 U.S.C. 1636(d),
a provision that expands and extends the protection from taxation given
Native land under the amended federal Act; and

- the changes made to the balance of bill section 3 on page 4 of the
bill either substitute accurate federal law cites or make minor stylistic changes.

Bill section 4. adding a new subsection (e) to AS 43.80.015, enumerates the specific
federal legislation that have modified the original Alaska Native Claims Settlement
Act, and further allows for changes affecting the tax treatment of property that may

be made future federal amendments.



Representative E;,”™?n MacLean
January 20, 1993
Page 3

The bill isgiven an immediate effective date by hill section 6. As with last session$
measure, out of an abundance of caution, hill section 5 makes these changes
retroactive to December 18, 1991, the 20-year anniversary date of the Alaska Native
Claims Settlement Act 3 taking effect. In the original Act, on that date a number of
safeguards initially enacted would have expired. All the safeguards that are of
concern for purposes of this legislation have been expanded and extended in the two
later federal Acts, especially the addition made by 43 U.S.C. 1636(d).

JC:pl
93-031.plIm



COOK INLET REGION, INC.

February 7, 1994

Senator Robin Taylor

Chairman, Senate Judiciary Committee
Alaska State Legislature

State Capitol (MS 3100)

Juneau, Alaska 99801-1132

Dear Senator Taylor:

It smy understanding that House Bill 73 (HB 73) will soon be scheduled for a hearing in
the Senate Judiciary Committee. By way of this letter, 1 am conveying Cook Inlet
Region, Inc.”s support for HB 73 and requesting that you bring itbefore your committee
at the earliest opportunity.

HB 73 was drafted ?.H introduced by Representative Eileen MacLean in order to bring
state law into compliance with federal law where certain property tax exemptions apply.
While, in fact, federal law prevails in this issue, the bill proposes to avoid confusion and
misinterpretation by removing inconsistencies between federal and state law.

It is my understanding that HB 73 does not expand the provisions oi;federal law, thus
ANCSA corporations are not granted additional exemptions on undeveloped property
by passage of this hill.

Your assistance on this matter iIs appreciated.

Sincerely,

COOK INLET REGION, INC.

AN

19 MM ' @mm

CIRI BUILDING 2S25 "C" STREET P.O. BOX 93330 ANCHORAGE, ALASKA 99309-3330
1907)274.8630 FAX 19071279-8836



BERIiNg Straps Native C orporation

Hon. Eileen P. MacLean

Representative

State Capitol, Room 507
Juneau, AK 99801-1182

RE: HB 73
Dear Representative MaclLean:
Please inform the Senate Judiciary Committee and all members

of committees at subsequent hearings that Bering Straits
Native Corporation fully supports HB 73.

This bill 1is very important to the extent that it affords our
shareholders the same protection as guaranteed by the Alaska
Native Claims Settlement Act, as amended. We agree that

passage of this bill will avoid misinterpretation and
confusion of Alaska statutes.

Thank you for your continued assistance on these matters.

Sincerely,

Jack Carpenter, President & CEO

PO B 118 » Noe, Alka 82 o Phiore (307 4BER « FAX (4 4B
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February 1, 1994

Eileen P. MaclLean

Alaska Stat™ Representative
State Capitgl

Room 507

Juneau, AK 99801-1182

Dear Representative MaclLean: VIA FAX

I am in receipt of your letter of 28 January, 1994 regarding
H.B. 73. .

KoniagJ Inc. Aas fully supportive of this legislation in
1993 and we>ontinue to offer that support. We believe that it
is crucial to bring the state tax code in line with that called
for in the 1991 amendments as it affects Native land.

Post Mol sl ineno el \. ... ...
- finoleon - fgan LIdiP

Co.

-jUsr



r f

A laska Federation of N atives, Inc

January 27,1993

Representative Eileen MacLean
Alaska State Legislature

Capitol Office Building

Juneau, Alaska 99811

Dear Representative MacLean:

_ The Alaska Federation of Natives has reviewed House BIill 73 as
introduced on January 18,1993. This letter is intended to convey the

Federation's support tor the hill as introduced.

With the exception of'two language changes, HB 73 is identical to CSHB
(Resources) introduced in the Second Session of the 17th Alaska Legislature.

_ Amendments to AS 43.90.015, as HB 73 proposes, will prevent
inconsistencies with AS 29.45.030 (m) and bring AS 43.90.015 into conformity
with the Alaska Native Claims Settlement Act (ANCSA), as amended.

ANCSA provisions are controlling in this matter and thus amending Alaska
statutes via HB 73 will serve to limit the potential for future conflict and litigation

expenses.
| view HB 73 simply as an effort to conform state law wrth federal law.

Thank you for your interest in this matter.

Sincerely,

Julie E Kitka
'President

SHAIXVK 'did "*HV
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ALASKA STATE LEGISLATURE

presentative Eileen Panigeo MacLean

88 Chair House Finance Committee State Capitol, Room 507
P.0. Box 830 Ju%gauaﬁ\gska %%%101-1
Bl o i
s T 163T Fax
HOUSE OF REPRESENTATIVES
Oidnat 37

TO: f Senator Steve Frank, Co-Chairman
Senator Drue Pearce, Co-Chairman
Senate Finance Committee

g

FROM: Representative Eileen P. Made

=

WAt DATE:  February 9, 1994

%A@; SUBJ: Scheduling HB 73 in the Senate Finance Committee

il This is to request a hearing for HB 73 inthe Senate Finance Committee.
fae"rg HB 73 will brin% state law into_compliance with federal amendments made
4%‘ to the Alaska Native, Claims Settlement Act (ANCSA) several years ago
N regarding the exemption of ANCSA property from taxation. References are
Nk made throughout the hill to sections of 43°U.S.C. 1601-1642, the ANCSA
ﬂw law. The féderal amendments continue an exemption of ANCSA property

from taxation until development occurs. Although this chan?e has been
. made at the federal level, state law has not been brought info conformity
Swadrenrsda it the federal act. *

M
In the hill drafting process, the drafter noted other sections of state law
L which need to be updated relative to the ANCSA amendments of 1991.

To my knowledge, there are no substantive concerns with this legislation. It
is primarily housekeeping in nature and only brings state statutes into
compliancé with federal law.

HB 73 passed the House unanimously, and an identical bill passed both
houses in the 17th Legislature and was in Senate Rules at the time of
adjournment,

g 8)901u have any questions, please contact David Harding of my staff at 465-
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District 37
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TO:

FROM:
DATE:
RE:

ALASKA STATE LEGISLATURE

tative Eileen Panigeo MacL ean
House Finance Committee

Alaska 99723

HOUSE OF REPRESENTATIVES
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m Senator Drue Pearce, Co-Chair
Senate Finance Committee

Rep. Eileen P. MacLean””A

February 25, 1994
HB 73
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When HB 73 (ANCSA Property Tax Exemptions) was heard in Senate

Finance on Wednesday,
drafter's sectional analysis reference to
accomodate any future changes in the federal |

The attached memo from Jack Chenoweth addresses this

you nee any further information on this, please contact David Harding of

my staff

Thanks for your consideration of this legislation.

uestion.

several members had a question about the
rovisions in the bill that

I

0
9801-1182



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

(907) 465-3867 or 465-2450

FsIX (907) 465-2029 130 Seward Street, Suite 409
Mail Slop 3101 Juneau, Alaska 99801-2105
MEMORANDUM February 24, 1994
SUBJECT: House Bill 73 (Work Order No. 8-LS0402\A)
TO: Representative Eileen MacLean

ATTN: David Hardine

FROM: Jack Che
Legislate

In my January 20, 1993, sectionajymalysis, | noted that, throughout this measure, the
words "as amended" are added following reference to particular provisions of the
Alaska Native Claims Settlement Act, 43 U.S.C. 1601 et seq. The intent, | noted, was

. to conform the state tax exemptions to any further changes in the
federal Act in the event the federal Act undergoes further revision in
this subject matter area.

Under the "supremacy clause,” article VI of the United States Constitution, state
action will be required to give way to federal legislation when a law of a state is in
actual conflict with a valid Act of the United States Congress. .Under another
provision by which the United States Constitution reserves to the Congress the power
to regulate commerce with Indian tribes, federal law will apply to determine whether
and to what extent a state law levying and collecting a tax may have force. So, if, for
instance, Congress should broaden or narrow the tax exemptions set out in one or
more of the various provisions identified in this measure-should expand or contract
an existing tax exemption or add one not now provided-state law would necessarily
be required to conform, irrespective of whether the body of state law recognized the
change or was silent. By inserting "as amended"” behind the various United Sta'es
Code references, the intent isonly one of keeping the body of state law in conformity
to the changes made in federal law, if any, on the sti ‘e and local government taxation
of land subject to the ever-changing provisions of the Alaska Native Claims
Settlement Act.

In the body of the Alaska Statutes, incorporation of the words "as amended” following
reference to a federal Act is not uncommon. It happens with some regularity, as you
might expect, with references to the Internal Revenue Code and the Alaska



Egg{ﬁzg?yt%v?g&leen MacLean
Page

Statehood Act, but also involves a fair number of other enactments that appear in
the body of the Alaska Statutes under their popular name or by their United States
Code (U.S.C.) reference. | assume it is done, depending upon the context in which
it appears, to assure that the body of state law that depends on federal law
antecedents.is kept current, or out of recognition that, in the many areas in which
federal activity intrudes, administrators of state laws will execute or implement the
laws and programs for which they are responsible cognizant of the changes that the
Congress would impose on the state and its political subdivisions by application of the
federal supremacy clause.

JBC:pl
94-159.pIm
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Bill/Resolution History 05:42 PM 02/20/94 Page 1
BILL: HB 73 SHORT TITLE: ANCSA STATE TAX EXEMPTIONS

BILL VERSION:

SPONSOR(S): REPRESENTATIVE(S) MACLEAN

CURRENT STATUS: (S) FIN STATUS DATE: 02/11/94
HEARING:(S) FIN FEB.23 09:00 AM SENATE FINANCE 518
TITLE: "An Act relating to state and local taxation and other state regulation

as affected by-the Alaska Native Claims Settlement Act, as amended, and related
federal statutes; and providing for an effective date."

HB 73 Bill/Resolution Floor Action Page 2 of 3
Current Status: (S) FIN
Jrn-D ate Jrn-Page Action
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15 02/24/93- 436 (H) READ THE THIRD TIME HB 73
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Land Protection * >V
(
The Land protections described in this section are probably the most
significant gains for Alaska Natives contained in the “199 1" law.
The ,,1991* law provides that all “undeveloped™ land owned by village,
urban and regional corporations automatically have the following protections:

>
1. The landcannot be taxed.
2. The land cannot be taken by trespassers who otherwise

might acquire rights to the land through adverse
possession (also known as trespassers or squatters’rights).
3. The land cannot be taken by creditorsto pay a debt owedby
the corporation.
4. The land cannot be lost if the corporation files
bankruptcy.
5. The land cannot be lost even if the corporation is
involuntarily dissolved.

Because these land protections are so important, they are now auto-
matic. The corporation's board of directors does not need to take action, un-
less an activity creating “development” has already occurred. Shareholders do
not need to vote in order to protect the corporation’s undeveloped land.

Taxes on Bad debts Adverse possession

undeveloped land



Loss of Land Protections

Members of a Native corporation hoard of directors must understand
that actions they take could result in the loss of these land protections. Land

protections can, be lost in three sways

1 Leased: If the board of directors leases the land, the protections are
lost. Even though the leased land is not "developed,” it can be taied, taken by
adverse possession or sold hy creditors or a hankruptcy judge to pay the

corporation's debts. W ftyS TO W SE LAND PROTECTIONS

Exception: If the
purpose of the lease Is to
allow oll, gas or mineral
exploration, then the [and
protections continue to

apply.

_ppyz Pledged: Protec-

tions can be lost if the

board of directors mort-

gages or pledges the land

as Security in-a commer-

clal transaction, such asa  Leased Pledged
bank loan. If the land is

pledged, it can be tazed and it can be sold by
creditors or a bankruptcy judge to pay the

corporation’s debts. _
3 Develoloed: |f the board of directors

develops the land, it loses the automatic protec-
tions. The land can be tazed, taken by adverse
Possessmn, or, if the corporation gets into |
rouble, the land can e seized and sold by credi-
tors or a bankruptcy judge to pay the
corporation's debts.

Developed



Native ccroor®'.cr;s should be verv cautious ?' out oled'aing their unde-
veloped land to a hag. .)ranvone else.

Definition of "Developed” Land

The “1991" law defines "deveIoFed" as "a purposeful modification of
land from its original state that effectuates a condition of gainful and produc-
tive present use without further substantial modification.

~ Because this definition is complicated, it is important that a board of
directors be very cautious when it makes decisions about using the
corporation's land. If there is any question that a board action or decision
might result in losing land protections, the board should seek advice from an
attorney before afinal decision is made. | |

Some things can be done on the land without losing the protections. In

some circumstances, land can be surveyed, and roads, electricity lines and
sewers can be built. Whether such actions are “safe" can only be determined
on a case by case basis. _ _ o |
~ Finally, land is automatically considered to be “developed” if it is subdi-
vided, even if no changes are made to the land. For that reason, the corpora-
tion should never subdivide any of its land without careful study of the im-
pacts on the status of its land. |

~To protect important subsistence uses, the law says that hunting and
fishing on village and regional corporation land do not make the land “devel-
oped.” For that reason, fish camps, trapping cabins and other structures may
be built and used on the land if they are needed for subsistence huntlnP,
fishing or gathering. The corporation may also charge afee to hunters, fisher-
men and guides without losing the protections of “undeveloped" land.

Regaining Land Protections

~Even if land Is mortgaged, leased or “developed," the protections auto-
matically resume when the mortgage or lease expires or the development
ends. For example, if a village corporation leases some of its land for five
years, during the years it Is leased, the land can be taxed or sold to pay the
corporation’s dehts. However, when the five years are over and the lease
expires, the land is again automatically protected from taxation and creditors.

-5-



5@%% iiungs -eration on otherwise-
undev elooed fand. Luring the ears at the minims,  tkes places, the land can
be taxed or taken to pay a debt But if the corporation closes down the mining
operation, and restores the land toits original condition, the land then quali-
Ees as “Undeveloped" and gains back the protection lost when the venture
eqan.

g If a corporation .has already subdivided land, it can be returned to "un-
developed’ status if the land is resubdivided back to its original state. The
resubdivision must be approved by whichever platting authority has jurisdic-
tion. In these cases, the protections do apply to land that was previously

subdivided.

Timber Development

The “1991" law makes an important change on how protections apply to
timber development. For example, if a village cor-
poration cuts timber on its land, only the approxi-
mate area where timber is actually cut can be
taxed. Under the old law, a larger area of land
would lose the protections and thus become vul-
nerable to tables and loss by other means. Now,
protections are lost only on the parcel of land
where timber cutting and development are actually
occurring and only during the period of harvest.
Timber lands can also regain land protection.
During the years avillage corporation cuts timber
for commercial sale, the land is considered “devel- Only area where
oped,"” and thus can be taxed, if the corporation is timber is cut
in a taxing jurisdiction, or taken to pay creditors. loses protection

When the commercial harvest ends, though, the
land is no longer considered to be “developed” and the land is automatically

protected.

Tai Recapture on Subdivided Land

If a Native corporation is in a taxing jurisdiction and its land is subdi-
vided, the corporation must pay the amount of taxes that would have been



back lazes must b '-'aid in semi-annual instailm/' "*®m The entire amount
m Ist be paid off wn...n 30 months of the date the p.at is recorded.

Before the final plat is approved, the government with tax jurisdiction
must notify the corporation of the taxes it will owe.

Siampie: Corporation 1decides to subdivide 50 ;.4 rccaprure
acres on a scenic river site. Until now, the land has
been ‘Undeveloped” and exemRt from property

taxes. On September 1, 1990 the subdivision plat is
recorded. The corporation must pay an amount equal

0 propertK taxes It would have paid on that 50 acres
from March 1 1955 to September 1 1990 The total
tax bill on the B acres is S10000 Corporation Z
must malce its first $2000 payment arch 1 1991
The total bill must be paid off by March 1

Tax recapture applies onlv if the land being
Sl-,lbijVIded Is within the boundarl_esj of .a tax!ng juris- o Cdivided land
diction, such as a borough or municipality with the
power to tax.

Summary

One of the most important changes made by the “1991" law is that Land
Bank protections are now automatic. No board action is required because the
land protections automatically apply to all undeveloped ANCSA lands. Native
land, so long as it remains undeveloped, is protected from property taxes,
from squatters, from being taken to pay a bad debt and from bankruptcy.

3efcre, corporations had to apply to the federal government to get these
protections. Now, they're automatic; nothing else is required. A corporation
loses these protections if its land is pledged, leased,- developed or subdivided.
Native corporation board members must recognize the types of actions that
may result in losing land protections.

Board members may want to review the status of their lands in light of
the definition of “developed,” to determine whetht r any of the corporation’s
land does not cualify for automatic grotections. S

Even if the land protections are lest, they can be regained if the lease

ends or development activity stops.





