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A p p r o p r ia t io n  t o  a d m in i s t e r  t a x e s  o n  p r o p e r t y  u se d  
I n  e x p l o r a t i o n ,  e t c . ,  o f  E a s  o r  u n r e f in e d  o i l  
(F S S -S C S  CSSiB 2 a n  FCC) 2

L a n d , r e l a t i n g  t o  le a s e  o r  s a le  o f  s t a t e  la n d  f o r
p i p e l i n e  p u r p o s e s  (F S S -S C S  CSHB 8 )  . 8

O i l ,  common p u r c h a s e r s  o f  (F S S -S C S  CSHB 7 )  7

P i p e l in e  C o m m is s io n ,  r e l a t i n g  t o
(FS S -C SSB  6 t F in an c e ) am) 6

P i p e l i n e s ,  r e l a t i n g  t o  (F S S -F C C S  HCS CSSB 3 )  3

T a x ,  n i l / g a s  p r o p e r t i e s  p r o d u c t i o n  (F S S -F C C S  HCS CSSB <0

T a x ,  o i l / g a s  r e g u l a t i o n  a n d  c o n s e r v a t io n  (F S S -H B  5 )  5

T a x e s  o n  p r o p e r t y  u s e d  i n  e x p l o r a t i o n ,  e t c ,  o f  g a s
o r  u n r e f in e d  o i l  (F S S -F C C S  SCS CSHB 1 )  1
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A p p r o p r ia t i o n  t o  a d m in i s t e r  t a x e s  o n  p r o p e r t y  u se d  
i n  e x p l o r a t i o n ,  e t c . ,  o f  g a s  o r  u n r e T ln e d  o i l  
(F S S -S C S  CSHB 2 am KCC) 2

L a n d , r e l a t i n g  t o  le a s e  o r  s a le  o f  s t a t e  la n d  f o r
p i p e l i n e  p u r p o s e s  (P S S -S C S  CSHB 8 )  8

O i l ,  common p u r c h a s e r s  o f  (F S S -S C S  CSHB 7 )  7

P i p e l i n e  C o m m is s io n ,  r e l a t i n g  t o
(FS S -C SSB  6 ( F in a n c e )  am) 6

P i p e l i n e s ,  r e l a t i n g  t o  (F S S -F C C S  HCS CSSB 3 )  3

T a x ,  o i l / g a s  p r o p e r t i e s  p r o d u c t i o n  (FSS-PC C S HCS CSSB i i )  I)

T a x ,  o i l . ' g a s  r e g u l a t i o n  a n d  c o n s e r v a t io n  (F S S -H B  5 )  5

T a x e s  o n  p r o p e r t y  u s e d  i n  e x p l o r a t i o n ,  e t c ,  o f  g a s
c r  u n r e f in e d  o i l  (FS S -FC C S  SCS CSHB 1 )  1

I N D E X

T 0

SESSION LAWS OF ALASKA

FIRST SFECIAI. SESSION - '973

Chapter
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I N D E X  

T 0

SESSION J.AWS CF ALASKA 

F IR S T  S P E C IA L  SESSION -  1973

C h a p te r

A p p r o p r ia t i o n  t o  a d m in i s t e r  t a x e s  o n  p r o p e r t y  u se d  
i n  e x p l o r a t i o n ,  e t c . ,  o f  g a s  o r  u n r e f in e d  o i l  
(F S S -S C S  CSHB 2 am FCC) 2

L a n d ,  r e l a t i n g  t o  le a s e  o r  s a le  o f  s t a t e  la n d  f o r
p i p e l i n e  p u rp o s e s  (F S S -S C S  CSHB 8 )  8

O i l ,  common p u r c h a s e r s  o f  (F S S -S C S  CSHB 7 )  7

P i p e l i n e  C o m m is s io n ,  r e l a t i n g  t o
(FS S -C SS B  6 ( F in a n c e )  am ) 6

P i p e l i n e s ,  r e l a t i n g  t o  (F S S -F C C S  HCS CSSB 3 )  3

T a x ,  o i l / g a s  p r o p e r t i e s  p r o d u c t i o n  (FS S-FC C S  HCS CSSB A ) A

T a x ,  o i l / g a s  r e g u l a t i o n  a n d  c o n s e r v a t io n  (F S S -H B  5 )  5

1 a xe s  o n  p r o p e r t y  u s e d  i n  e x p l o r a t i o n ,  e t c ,  o f  g a 3
o r  u n r e f in e d  o i l  (F S S -F C C S  SCS CSHB 1 )  1

I
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F IR S T  S P E C IA L  SESSIO t! -  l v 7 )

C h & o te r

A p p r o p r ia t i o n  t o  a d m in i s t e r  t a x e s  o n  p r o p e r t y  u se d  
i n  e x p l o r a t i o n ,  e t c . ,  c f  g a s  o r  u n r e f in e d  o i l  
iF S S -S C S  CSHB 2 am FCC) 2

L a n d , r e l a t i n g  t o  le a s e  o r  s a le  o f  s t a t e  la n d  f o r
p 'o e l l n < i  p u r p o s e s  (F S S -S C S  CSHB 8 )  8

O i l ,  common p u r c h a s e r s  o f  (FS S -S C S  CSHB 7 )  7

P i p e l i n e  C o n n ie s J o r . ,  r e l a t i n g  t o
(P S S -C S S B  6 ( F in a n c e )  am) 6

P i p e l i n e s ,  r e l a t i n g  t o  (F S S -F C C S  HCS CSSB 3 )  3

T a x ,  o i l / g a s  p r o p e r t i e s  p r o d u c t i o n  (FSS-FC C S HCS CSSB <0 <*

T a x ,  o i l / g a s  r e g u l a t i o n  a nd  c o n s e r v a t io n  (FS S -H B  5 )  5

T a x e s  or. p r o p e r t y  u s e d  i n  e x p l o r a t i o n ,  e t c ,  o f  g as
o r  u n r e f in e d  o i l  (FSS -FC C S  SCS CSliB 1 )  1



I N D E X

T 0

SESSION I.AWS OF ALASKA

FIRST SPECIAL SESSION - 1973

Chapter

A p p r o p r ia t io n  t o  a d n i n l s o r  t a x e s  on  p r o p e r t y  u se d  
I n  e x p l o r a t i o n ,  e t c . ,  > f g a s  o r  u n r e f in e d  o i l  
(F S S -S C S  CSHB 2 an  FCC) 2

L a n d ,  r e l a t i n g  t o  le a s e  o r  s a le  o f  s t a t e  la n d  f o r
p i p e l i n e  p u rp o s e s  (FS S -S C S  CSHB 8 )  8

O i l ,  common p u r c h a s e r s  c f  (FSS -SC S  CSHB 7 )  7

P i p e l in e  C o m m is s io n ,  r e l a t i n g  t o
(FSS -C SS B  6 ( F in a n c e )  am) 6

P i p e l i n e s ,  r e l a t i n g  t o  (F S S -F C C S  HCS CSSB 3 )  3

T a x ,  o l l / g a s  p r o p e r t i e s  p r o d u c t i o n  (FSS-PC C S HCS CSSB 9 )  14

T a x ,  o l l / g a s  r e g u l a t i o n  a n d  c o n s e r v a t io n  (FS S -H R  5 )  5

T a x e s  on  p r o p e r t y  u se d  I n  e x p l o r a t i o n ,  e t c ,  o f  g as
o r  u n r e f in e d  o i l  (FS S -FC C S  SCS CSHB 1 )  1
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C O M M I T T E E  R E P O R T

S E N A T E

1 1 / 2 / 7 ?  / /

y/ '  /  t - i - -i
M r . P r e s i d e n t :  D a t e  _________. ■ i i . . . - 1 ... i i..

/  /

T h e  C o m m i t t e e  o n  ~i '_______________________ h a s  h a d  ________________________________

( v i  v u lo t ' f j . i i  » ;u ;:)
u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  m e m b e r s  o f  t h e  C o m m i t t e e  

( ) r e c o m m e n d s  it D O  P A S S

( ) r e c o m m e n d s  it D O  N O T  P A S S

( ) r e c o m m e n d s  it D O  P A S S  W I T H  A T T A C H E D  A M E N D M E N T ( S )

( ) r e c o m m e n d s  it B E  R E P L A C E D  W I T H  C S  F O R  . . j A N D  T H A T

C S  F O R  _ _ _ _ _  D O  P A S S

( ) " a n d "  r e c o m m e n d s  it B E  R E F E R R E D  T O  T H E  ________________________________

C O M M  I T T E E

( ) r e p o r t s  it b a c k  W I T H O U T  R E C O M M E N D A T I O N  

( ) " o t h e r "

M e m b e r s  s i g n i n g  t h e  M a j o r i t y r e p o r t -

M e m b e r s  N O T  c o n c u r r i n g  in t h e  M a j o r i t y r e p o r t :

____________________________________ r e c o m m e n d s :

____________________________________ r e c o m m e n d s :

___________________________________  r e c o m m e n d s :

___________________________________  r e c o m m e n d s :

_________________________  recommends:

Cha i rman

AGO 787567



A M E N D M E N T  

O f f e r e d  i n  t h e  S E N A T E  B y

To:   SENATE BILL NO. _______

  H O U S E  B I L L  N O .  ____________

A M E N D M E N T :  P a g e    L i n e ________________

AGO 787568



A M E  N D H E  N T

O f f e r e d  i n  t h e  H O U S E : B y : Finance Committee

To : HOUSE B I L L  No,  
SENATE B I L L  No .

J

Pa g e : L i n e :

Page 3, line 3 ~ After "property" insert "except for the sales 
tax on the first $1,000 of each sale" and delete all material 
in parenthesis and the parenthesis .

Page 3, line 10 - Between the word "operation" and the semi­
colon insert "(except for the sales tax on the first $1,000 
of each sale) "

Page 5, line 26 - After the word "property" insert
" , adjusted to take into account any diminution in value"

Page 11, line 8 - After "facilities" before the semi-colon
add " : "taxable property" does not include permanent residenc 
or office buildings requiring substantial local government 
services "

AGO 787569



a n — —  ..........

A M E N D M  E N T

Of f e r e d  i n  t h e  HOUSE: B y : F i n a n c e  com m it-te-g.

T o :  c s  HOUSE B I L L  No, _ j __________________

SENATE B I L L  No. ________________________

Pa g e : ___________________ L i n e :  ________________________________________

Page 3, line 3 - After "property" insert "except for the sales 
tax on the first $1,000 of each sale" and delete all material 
in parenthesis and the parenthesis .

Page 3, line 10 - Between the word "operation" and the semi­
colon insert "(except for the sales tax on the first $1,000 
of each sale) "

Page 5, line 26 - After the word "property" insert 
" , adjusted to take into account any diminution in value"

Page 11, line 8 ~ After "facilities" before the semi-colon 
add " : "taxable property" does not include permanent residences 
or office buildings requiring substantial local government 
services "



/. - J .  A  ' ! ' /  ■
«■> t - r ,“T -  ^ ^ ' 7

^  / I /

A M E N D M E N T

Of f e r e d  i n  t h e  H O U S E :  By : . _____nm:
To: _________   HOUSE B ILL  No.  i____________

SENATE B ILL  No. _________________

Pa g e : _______________________________________L i n e :

R g e  3 ,  l i n e  ?, - A f t e r  " p r o p e r t y "  i n s e r t  ' r x c e p t  f o r  the- sai.es 

a x  o n  t h e  f i r s t  $ 1 , 0 0 0  o f  e a c h  s a l e "  a n d  d e l e t e  a l l  m a t e r i a l  

. n  p a r a  a t  h  e  s i 3 ;± rib t h  e  p  a  r e n t h e s i s .

"'age 3-, l i n e  1 0  - B e t w e e n  t h e  w o r d  " o p e r a t i o n "  a n d  v h c j s e m i  

c o l o n  i n s e r t  " ( e x c e p t  f o r  t h e  s a l e s  t a x  c n  t n e  f i r s t  < 1 , 0 0 0  

o f  e a e n  S a l e ) . "

• 'ago >, l in e -  26  -  A f t e r  th e  word " p r o p e r t y "  i n s e r t  
’ , a d j u s t e d  t o  t a k e  I n t o  a c c o u n t  any d im i n u t i o n  l r  v a l u e ’
P a g e  1 1 ,  l i n e  8  - A f t e r  " f a c i l i t i e s " b e f o r e  t h e  s e m i - c o l o n  

•uld " : " t a x a b l e  p r o p e r t y "  d o e s  n o t  i n c l u d e  p e r m a n e n t  r e s i d e n c e ,  

o r  o f  f i c e  b u i l d i n g s  r e q u i r i n g  s u b s t a n t i a l  l o c a l  ' o v e r n i v .  

s e r v i c e s .'

AGO 787571 \



Tuxes nronerty, transportation of ra? - ntneline

Oct. 17 ► 197 3

C O M M  I T T E E  R E P O R T

H O U S E

M r .  S p e a k e r :  D a t e  ~111 - !‘

T h e  C o m m i t t e e  o n  ’ ' f m a ' i c o  h a s  h a d  ' 'U:-c n i l ]  !

u n ‘e r  c o n s i d e r a t i o n .  A  M a j o r  i t y o f  t h e  m e m b e r s  o f  t h e  C o m m i t t e e  

( ) r e c o m m e n d s  it D O  P A S S

( ) r e c o m m e n d s  it D O  N O T  P A S S

( ) r e c o m m e n d s  it D O  P A S S  W I T H  A T T A C H E D  A M E N D M E N T ( S )

( ) r e c o m m e n d s  it B E  R E P L A C E D  W I T H  C S  F O R    A N D  T H A T

C S  F O R   /  D O  P A S S

( ) " a n d "  r e c o m m e n d s  it B E  R E F E R R E D  T O  T H E  ____________________________________

C O M M I T T E E

( ) r e p o r t s  it b a c k  W I T H O U T  R E C O M M E N D A T I O N  

( ) " o t h e r "

M e m b e r s  s i g n i n g  t h e  M a j o  r i t y  r e p o r t :

y  j  f  £<- £ S'-}':

M e m b e r s  N O T  c o n c u r r i n g  in t h e  M a j o  r i t y r e p o r t

r e c o m m e n d  s :

r e c o m m e n d  s : 

r e c o m m e n d  s : 

r e c o m m e n d  s : 

r e c o m m e n d  s :

C h a  i r m a  n

AGO 787572
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i  AUDIT DIVISION

POUCH W -  ALASKA 0TFIC£ BUILDING

FINANCE DIVISION
T B I E  L E G I S L A T E  H E  f o m  w  ~ SUJE CAPimBUDGET AND AUDIT COMMITTEE JUNEAU 99B0I

M E M O R A N D U M  /

TO: Honorable Tom Fink 
Speaker
House of Representatives

DATE: October 17, 1973

FROM: Milt Barker
Fiscal Analyst 
Legislative Finance

SUBJ: Ad Valorem Tax—
Assessed Value

There is more uncertainty surrounding the value at which the TAPS 
line will be assessed than has been publicly acknowledged. Al­
though a $4.5 billion figure is being quoted as the cost of the 
line, taxable assets will be no more than $4.0 billion at most 
since capitalized interest, facilities transferred to the State, 
and perhaps some other costs will be excluded.

Even the valuation of the taxable assets is open to wide variation. 
Various methods or factors can be considered in arriving at assessed 
value including actual cost and the economic value or income stream 
the line is capable of producing. In instances where the recover­
able reserves prove to be less than required to sustain full pipeline 
operation over its physical life, depreciation is to be accelerated.

Thus, the ad valorem tax as a source of revenue is not entirely 
insulated from political and economic uncertainties. One possible 
way to reduce some of these risks might be to set as a minimum 
assessed value that which the ICC determines as a base for allowed 
rate-of-return. The oil companies would ordinarily seek higher 
valuations for this purpose so as to increase their rate-of-return.

It may be of interest to note the relative advantages and disadvan­
tages to the State of increased costs for the pipeline. The ICC allows 
a maximum return of 7% on investment. Thus, for every additional 
$1 million in pipeline cost, TAPS could charge annually an additional 
$76,600 in tariffs, assuming 35 years to recover principal and earnings 
of 7%• If there is a cents-per-barrel tax, the only detriment to the 
State at the wellhead, which is reduced by the amount of the pipe­
line tariff increase, is in the royalty. Thus, the State would 
suffer a loss of 12.5$ of the $76,600 in royalty receipts, or $9,600. 
This would be a maximum and would be less if the oil companies 
sought a lesser rate-of-return on their pipeline operation.

AGO 78 7573 -(



By comparison, if the State has a 20 mill ad valorem tax on the 
pipeline, every $1 million of additional assessed value would 
bring in an additional $20,000 to the State. This would result 
in $13,000 to State government and $7,000 to local governments 
if a full 7 mills were shared with local government.

AGO 787574
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M E M O R A N D U M

T O : D A T E :

PROM: Milt Barker SUBJ: Ad Valorem T a x -
Fiscal Analyst Assessed Value
Legislative Finance

There is more uncertainty surrounding the value at which the TAPS 
line will be assessed than has been publicly acknowledged. Al­
though a $4.5 billion figure is being quoted as the cost of the 
line, taxable assets will be no more than $4.0 billion at most 
since capitalized interest, facilities transferred to the State, 
and perhaps some other costs will be excluded.

Even the valuation of the taxable assets is open to wide variation. 
Various methods or factors can be considered in arriving at assessed 
value including actual cost and the economic value or income stream 
the line is capable of producing. In instances where the recover­
able reserves prove to be less than required to sustain full pipeline 
operation over its physical life, depreciation is to be accelerated.

Thus, ♦'he ad valorem tax as a source of revenue is not entirely 
insulated from political and economic uncertainties. One possible 
way to reduce some of these risks might be to set as a minimum 
assessed value that which the ICC determines as a base for allowed 
rate-of-return. The oil companies would ordinarily seek higher 
valuations for this purpose so as to increase their rate-of-retur;

It may be of Interest to note the relative advantages and disadvan­
tages to the State of Increased costs for the pipeline. The ICC allows 
a maximum return of 7* on investment. Thus, for every additional 
$1 million in pipeline cost, TAPS could charge annualZy an additional 
$76,600 in tariffs, assuming 35 years to recover principal and earnings 
of 7%. If there is a cer.ts-per-barrel tax, the only detriment to the 
State at the wellhead, which Is reduced by the amount of the pipe­
line tariff increase, Is In the royalty. Thus, the State would 
suffer a loss of 12.5# of the $76,600 In royalty receipts, or $9,600. 
This would be a maximum and would be less if the oil companies 
sought a lesser rate-of-return on their pipeline operation.

AGO 787575



By comparison, if the State has a 20 mill ad valorem tax on the 
pipeline, every $1 million of additional assessed value would 
bring in an additional $20,000 to the State. This would result 
in $13a000 to State government and $7,000 to local governments 
if a full 7 mills were shared with local government.



JUNEAU, ALASKA

N O V E M B E R  11, 1973

Honorable Terry Miller,
President of the Senate 

Honorable Torn Finlc,
Speaker or the House of Representatives

Gentlemen ancl Members of the senate and House:

You have directed the attention of the members of the Free 
Conference Committee that considered Free Conference Committee 
Substitute for Senate Committee Substitute for Committee S u b­
stitute for House H i .11 Ho. 1 (ad valorem tax on oil and gas 
exploration, production and pipeline t r ansportation property) 

to Section 9 of the bill.

Section 5 of the bill amends IS 29.53.dh5 to provide that the 
limitations on municipal taxation proposed in Se ction Jl5 an 
v/-■* 1 I as those existing limitations in Section Vi of an a9.53 
clo not apply to taxes 'levied or pled g e d  to pay or secure the 
payment of the principal and interest on condod A n d e s u e d n u s d ,

The language of Sec. 55 originally was adopted to avoid general 
obligation bonds being denominated as limited tax bonds which 
would result in higher interest costs. It is the intent o f  the 
Committee that Section 5 of the bill is not intended to expand 
local g o v e r n m e n t s ' right to tax facilities covered by this act 
but only to .give local governments the right in case of default 
or pending default on bonds to exceed the limits In Sec. H-j and 
50 of AS 29.53.

_  i y /u y  \ ________________
lisp V ' C r a A  „■ reo-nan, C r airman

y  /}

iiop . B u a  S • :.y 1 oTs-j)

M  ' I  / ]• A ’ • I  * ■* *" "  . • *f  7 \
-l-i;;ep. Gier.n nuckney
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Reuues txl by: AdminIshration. 
Prepared by: City Attorney
For Reading: Oct.. 17, 1973

CITY OF ANCHORAGE, ALASKA 
KESOT.TUION NO. 69-R-73

A. RESOLUTION OF THE CITY COUNCIL OF THE CITY OF ANCHORAGE, ALASKA, 
STATING THE POSITION OF THE CITY COUNCIL ON, AND RECOMMENDATIONS 
CONCERNING, THE OIL INDUSTRY AND PIPELINE LEGISLATION WHICH WILL 
BE THE SUBJECT OF THE OCTOBER, 1373, SPECIAL SESSION OF THE ALASK.A 
LEGISLATURE.

WHEREAS, certain legislation will be considered by the 

Alaska Legislature in the October, 1973, Special Session; and

WHEREAS, said legislation involves, among other consider­

ations, the methods by which ad valorem taxes on certain oil-industry- 

related property will be assessed, collected and disbursed; and

WHEREAS, the City Council, after review of said legislative 

proposals, has determined that the legislation has a direct and 

significant impact upon the role of local government and upon the 

highest and best use of the State's assets; and

WHEREAS, the City Council, after a review and discussion 

of said legislation, desires to formally state its position upon the 

basic issues and policies involved in said legislation,

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF ANCHORAGE

RESOLVES:

1. The City Council opposes the State's levying of ad 

valorem taxes within organized cities and boroughs except in those 

cases covered by paragraph 2, below.

2. In those cases where oil and gas transmission lines 

cross the boundary lines of organized boroughs or cities in 

unorganized boroughs within the State we agree with the State's 

levying ad valorem taxes on such oil and gas transmission lines 

and on the related collection, storage and distribution facilities 

necessary to such lines, even though portions of such lines may be 

within organized cities and boroughs. However, all other real or 

personal property owned or used by the petroleum industry shall be 

subject to local ad valorem taxes the same as other properties 

subject to such taxes.

-1(7-
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P a g e  T w o

taxes.

3 .  P r e f e r e n t i a l  t r e a t m e n t  s h o u l d  n o t  b e  g i v e n  t o

the oil industry by establishing a maximum rate of taxation 

different than that contained in State statutes for local 

government ad valorem taxation.

4. Each local government should be required to 

uniformly assess and levy ad valorem taxes.

5. Sufficient funds from any State ad valorem tax =. 

or taxes should be identified, set aside and appropriated to 

the benefit of the local governments, both for the purpose

of fully funding and expanding general shared revenue and for 

reimbursement of additional costs of pipeline impacts borne 

by local governments.

systems which have been or are built primarily to 

supply local areas with gas, oil and other petroleum products 

should not be subject to State ad valorem taxation in 

organized local governmental units.

posting a copy thereof on the City Hall Bulletin Board for 

a period of ten (10) days following its passage and approval.

Passed and approved by the City Council of the City 

of Anchorage, Alaska, this day of October, 1973.

6. Oil or gas pipelines and their related processing

Publication of this resolution shall be made by

City Clerk
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V

Ad Valorem Tax

The statewide ad valorem tax on oil and gas properties 
proposed by Governor Egan is basically the proposal contained 
in CSHB 245 from last session. Appendix A contains copies of 
CSHB 245 and a fiscal note outlining both the administrative 
costs for such a tax and the revenues expected from it.

CSHB 245 and the Governor's proposal both call for a 20 
mill tax on the full value of all real and tangible personal 
property used in the production and transportation of oil and 
gas. Additionally, the Governor includes taxation of property 
used in exploration, which would be a reason for his estimate 
of revenue from this tax having increased to $125 million when 
production begins from the fiscal note's estimate of roughly 
$90 million. However, Inflation accounts for most of this in­
crease because the estimated co3t of TAPS has risen from 
$3.5 billion to $4.5 billion.

When the administration's revised revenue projections become 
available, they will be based on an assessed value of $4 billion 
for TAPS because roughly $500 million of capitalized interest, 
facilities turned over to the State, etc., will be excluded 
from taxable assets.

The actual value at which TAPS will be assessed may vary 
substantially depending on the method of assessment used, es­
pecially if the assessed value is tied to the economic value or 
income stream the line is capable of producing as is frequently 
d o n e .

Both proposals also call for a 7 mill rebate to the local 
government in which the taxable property is located. The pro­
jections in Appendix A show these rebates. An alternative 
would be to share 7 mills with all local governments based on 
population. This could be done in a simple manner by appropriating 
funds equivalent to the 7 mills to the Municipal Revenue Sharing 
Program, to be allocated pro rata as a bonus to current entitle­
ments. If some mix of these approaches is desired, uhe 7 mills, 
or for that matter, any other millage, could be split— say 3 
mills and 4 mills— to be allocated in each of these ways.

Severance Tax

The accompanying charts depict the impact of the proposed 
change in severance taxation. In the existing North Slope situation, 
the cents per barrel tax with royalty credit would produce a constant 
50$ per barrel of revenue up to wellhead values of $2.65; thereafter, 
the percentage (of wellhead value) severance tax portion of existing 
law would be in effect because it yields greater revenue (12.5$ 
royalty and 6.4$ severance tax after the royalty exemption for a 
total State take of 19$).
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Under Governor Egan's proposed lav/, there would be a constant 
25$ per barrel severance tax (adding the 12.5% royalty produces the 
sloping line on the chart) up to a v/ellhead value of $3.37; there­
after, the existing percentage severance tax schedule would be in 
effect.

Thus, for wellhead values above $3.37, the fiscal impact of 
either approach will be the same, while for v/ellhead values betv/een 
2.65, the proposed lav; would yield greater revenue. Below 
$2.25, existing lav; is more advantageous. There is some expectation 
that wellhead values will be above $3.37; and thus there would be no 
Increment in revenue over the existing lav/ although the Governor's 
press release claimed $30 million of additional revenue for the 
proposed lav/.

The second chart shov/s the Cook Inlet situation. For most wells, 
the cents per barrelt tax portion of existing law is not in effect 
because the low barrels-per-day production rates cause the percentage 
tax to yield greater revenue. In Cook Inlet, wellhead values now 
average $3.53. At this price, Egan's proposed severance tax would add 
1$ per barrel over existing lav/, bringing in an additional $690,590
in revenue In FY 7*1.

Right~of-V.ray Leasing

The existing law provides for a right-of-way lease based on the 
higher of tv/o formulas— one relating to pipeline assets, and the other 
to net earnings of the pipeline. According to the joint stipulations 
in the oil companies' suit against the State, the asset formula,

"AS 38.35.1*10(a), would require a minimum aggregate 
payment by the TAPS owners to the State of approximately 
$72,739,800 (or $2,078,280 per year), if TAPS v/ere con­
structed for a throughput capacity of 2,000,000 barrels 
per day. The minimum aggregate rental payment would be 
approximately $67,900,000 (or $1,9*10,000 per year) If 
TAPS v/ere constructed for a throughput capacity of
1,200,000 barrels per day."

Expected revenues under the net earnings formula depend on the
manner in which net earnings are calculated. The joint stipulations
anticipated three possible variations:

"(1) 'Proposed regulations' multiplies both 'net 
earnings' and 'total assets' (as those terms are used 
in AS 3 8 .35.1*10(a) (2) by a term referred to as the 
Alaska Land Factor (ALF). The Alaska Land Factor is 
defined as the length of right-of-way over land in 
which the state has an ownership Interest divided by 
the total length of the pipeline in the state. Such 
factor is 0.3181. This formula also provides that In 
determining 'net earnings', both the minimum rental 
under AS 38.35.1*10(a) (1) and the percentage rental
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State right-of-way (2*19 of the 7 8 9 miles) is between $38*1,2*18 and 
$*167,612 assuming a vaiue of $ 8 7 - $106 per acre. Thus, the revenue 
to be received under this approach can be expected to be rather 3inall.
A common practice in leasing by the Department of Natural Resources 
has been to charge an annual rental equivalent to 6% of the fair market 
value.
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M S N W

I h a v e  b e e n  a s k e d  by t he  B o r o u g h  g o v e r n m e n t  of the N o r t h  S l o p e  

B o r o u g h  to a p p e a r  b e f o r e  y o u  and t e s t i f y  to the e c o n o m i c  e f f e c t s  of 

v a r i o u s  b i l l s  p r e s e n t l y  b e f o r e  this L e g i s l a t u r e .

I w i l l  c o n f i n e  my  t e s t i m o n y  to two bills. O n e  b i l l  a m e n d s  A S  43 

b y  a d d i n g  a n e w  C h a p t e r  N u m b e r  56, O I L  A N D  GAS E X P L O R A T I O N ,  P R O D U C T I O N  

A N D  P I P E L I N E  T R A N S P O R T A T I O N  P R O P E R T Y  TAXES, an d  is ent i t l e d :

" A n  A c t  P r o v i d i n g  For T a x e s  O n  P r o p e r t y  U s e d  In T h e  E x p l o r a­

ti o n  For, P r o d u c t i o n  Of, Or P i p e l i n e  T r a n s p o r t a t i o n  Of Gas 

O r  R e f i n e d  Oil; A n d  P r o v i d i n g  F o r  A n  E f f e c t i v e  D a t e . "

T h e  o t h e r  b i l l  a m e n d s  AS  4 3 . 5 5 . 0 1 0 ,  G R O S S  P R O D U C T I O N  TAX, a n d  is 

e n t i t l e d :

" A n  A c t  R e l a t i n g  T o  th e  Oi l  an d  G a s  P r o p e r t y ' s  P r o d u c t i o n  

Tax; A n d  P r o v i d i n g  For A n  E f f e c t i v e  D a t e . "

B e f o r e  d i s c u s s i n g  the s p e c i f i c  i m p a c t s  of th e  p r o p o s e d  l e g i s l a t i o n  

o n  t h e  N o r t h  S l o p e  B o r o u g h  a n d  o t h e r  b o r o u g h s  w i t h i n  w h o s e  b o u n d a r i e s  

h y d r o c a r b o n  e x p l o r a t i o n ,  p r o d u c t i o n ,  a n d  t r a n s p o r t a t i o n  o c c u r s ,  I w o u l d  

l i k e  to b r i e f l y  c o m m e n t  o n  th e  r a t i o n a l e  for and the p r i n c i p l e s  of tax­

a t i o n  in  g e n e r a l.

I n  d e m o c r a t i c  g o v e r n m e n t s ,  b e  t h e y  local, state, o r  n a t i o n a l ,  the 

p e o p l e  v o l u n t a r i l y  tax t h e m s e l v e s  in o r d e r  to o b t a i n  b e n e f i t s  w h i c h  

c a n n o t  b e  a c q u i r e d  by e a c h  i n d i v i d u a l  m e m b e r  of s o c i e t y  a c t i n g  alone, 

o r  to o b t a i n  t h o s e  b e n e f i t s  a t  l o w e r  costs. T h e  b e s t  e x a m p l e  of s u c h  a 

tax is that w h i c h  is c o n t r i b u t e d  by e v e r y b o d y  for the p u r p o s e  of the 

c o m m o n  n a t i o n a l  d e f e n s e .
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P O L I C Y  O B J E C T I V E S  O F  T A X A T I O N

T a x e s  a r e  levi e d ,  and the real r e s o u i c e s  a c q u i r e d  by t a x a t i o n  a r e  

d i s b u r s e d ,  w i t h  t h r e e  o b j e c t i v e s  in mind:

1. B a s e d  u p o n  the w i l l  of the p e o p l e  a s  e x p r e s s e d  t h r o u g h  

t h e i r  r e p r e s e n t a t i v e s ,  the t o t a l  r e s o u r c e s  a v a i l a b l e  to 

a s o c i e t y  a r e  d i v i d e d  int o  that s e g m e n t  w h i c h  is us e d  

b y  p r i v a t e  p e r s o n s  for p r i v a t e  u s e  an d  a n o t h e r  s e g m e n t  

w h i c h  is u s e d  for the c o m m o n  w e l f a r e  of a l l  c i t i z e n s .

T h e  t a x i n g  and e x p e n d i t u r e  p o l i c i e s  a l l o c a t e  the s o c i e t y ' s  

t o t a l  r e s o u r c e s  b e t w e e n  the p r i v a t e  and the p u b l i c  s e c­

tors.

2. B e c a u s e  the f r e e - e n t e r p r i s e  s y s t e m  is n o t  w i t h o u t  i m p e r­

fe c t i o n s ,  and b e c a u s e  s u c h  i m p e r f e c t i o n s  m a y  t h r e a t e n  

t h e  Xvrelfare of the s o c i e t y ,  r e s o u r c e s  a r e  c o l l e c t e d  

t h r o u g h  t a x a t i o n  an d  r e d i s t r i b u t e d  t h r o u g h  the b u d g e t a r y  

p r o c e s s  in o r d e r  to a s s u r e  a m o r e  e q u i t a b l e  d i s t r i b u t i o n  

o f  b o t h  i n c o m e  a n d  w e a l t h .

3. B e c a u s e  the f r e e - e n t e r p r i s e  s y s t e m  d o e s  n o t  g u a r a n t e e  

e c o n o m i c  s t a b i l i t y  of t h e  syst e m ,  d o e s  n o t  g u a r a n t e e  e m­

p l o y m e n t  to e v e r y o n e  w h o  is w i l l i n g  and a b l e  to w o r k ,  a n d  

d o e s  r.-'t g u a r a n t e e  the s t a b i l i t y  o f  pric e s ,  th e  c o l l e c­

t i o n  of r e s o u r c e s  b y  t a x a t i o n  and their d i s t r i b u t i o n  

t h r o u g h  the b u d g e t a r y  p r o c e s s  is d e s i g n e d  to s t a b i l i z e  the 

l e v e l  o f  e c o n o m i c  a c t i v i t y  a n d  a s s u r e  o r d e r l y  e c o n o m i c  

grow t h .

P R I N C I P L E S  O F  T A X A T I O N

T h r o u g h  time, s e v e r a l  p r i n c i p l e s  of t a x a t i o n  h a v e  e v o l v e d .  T h e  

f i r s t  p r i n c i p l e  is that a tax s h o u l d  b e  e q ui t a b l e .  E q u i t a b i l i t y  of 

t a x a t i o n  r e q u i r e s  that a tax b e  u n i v e r s a l  a n d  b e  u n i f o r m .

U n i v e r s a l i t y  r e q u i r e s  that a l l  i n c o m e  or w e a l t h  in the s a m e  class, 

o r  of the s a m e  type, s h ou l d  b e  t r e a t e d  in l i k e  m a n n e r .  Thus, the u n i­

v e r s a l i t y  p r i n c i p l e  r e q u i r e s ,  f o r  i n s t an c e ,  that a l l  p r o p e r t y ,  w h e t h e r  

it p r o d u c e s  i n c o m e  n o w  or in the futu r e ,  b e  taxed - o r  n o t  b e  taxed.
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T h e  o t h e r  e q u i t y  c o n s i d e r a t i o n  is o n e  of u n i f o r m i t y .  A i l  t a x a b l e  

i n c o m e  o r  w e a l t h  in th e  s a m e  class, or of g e n e r a l l y  the s a m e  c h a r a c t e r­

istics, m u s t  b e  taxed a t  t h e s a m e  tax rate, m u s t  b e a r  t h e s a m e  e f f e c t i v e
i

ta x  b u r d e n .

T h e  n e x t  p r i n c i p l e  of t a x a t i o n  is tha t  of e f f i c i e n c y .  A m o n g  

a l t e r n a t i v e  taxes w h i c h  m a y  b e  levi e d ,  that tax w h i c h  r e q u i r e s  t h e  l e a s t  

r e s o u r c e s  i n  a d m i n i s t r a t i o n  and c o l l e c t i o n  is p r e f e r r e d .

F i n a l l y ,  a " g o o d "  tax m u s t  b e  n e u t r a l  in its e f f e c t  u p o n  the a l l o c a­

tion of e c o n o m i c  r e s o u r c e s .  A  p r e f e r r e d  tax is o n e  w h i c h  d o e s  n o t  d i s­

turb the m'arket f o r c e s  w h i c h  a l l o c a t e  g o o d s  a n d  s e r v i c e s  i n  a  f ree- 

e n t e r p r i s e  system.

G E N E R A L  I M P L I C A T I O N S  O F  P R O P O S E D  L E G I S L A T I O N  A M E N D I N G  AS 43 A N D  A S  4 3 . 5 5 . 0 1 0

T h e  p r o p o s e d  a m e n d m e n t  to A S  43, Sec. 4 3 . 5 6 . 0 1 0  (a) i m p o s e s  a n  a n n u a l  

t a x  of 20 m i l l s  o n  the f u l l  an d  t r u e  v a l u e  o f  t a x a b l e  p r o p e rt y .

Sec. 4 3 . 5 6 . 0 1 0  (b) p e r m i t s  p o l i t i c a l  s u b d i v i s i o n s  to l e v y  a tax no t  

to e x c e e d  7 m i l l s  of the f u l l  and  t r u e  v a l u e  of t h e  t a x a b l e  p r o p e r t y  a n d  

c r e d i t s  u p  to 7 m i l l s  of the l o c a l  p o l i t i c a l  s u b d i v i s i o n s '  tax l e v y  a g a i n s t  

th e  20 m i l l  l e v y  i m p o s e d  by the S t a t e  of A l a s k a .

If this l e g i s l a t i o n  is a d o p t e d ,  the L e g i s l a t u r e  has, in effect, 

c r e a t e d  a v e r y  s p e c i a l  c l a s s  of p r o p e r t y .  T h e  l e g i s l a t i o n  has the 

e f f e c t  that a l l p r o p e r t i e s  e m p l o y e d  in the e x p l o r a t i o n ,  p r o d u c t i o n ,  

a n d  p i p e l i n e  t r a n s p o r t a t i o n  of o i l  and g as  m u s t  a n n u a l l y  p a y  to the 

S t a t e  a n d  t h e  l o c a l  g o v e r n m e n t s  20 m i l l s  of the f u l l  a n d  t r u e  v a l u e  

of s u c h  p r o p e r t i e s .  I d o  n o t  k n o w  w h y  a tax r a t e  of 20 m i l l s  w a s  chosen.
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O t h e r  c l a s s e s  of p r o p e r t y  taxed w i t h i n  the S t a t e  by p o l i t i c a l  s u b d i v i s i o n s  

b e a r  d i f f e r e n t  e f f e c t i v e  tax b u r d en s .  T h e  r e s u l t  of s u c h  a f i x e d  tax 

r a t e  is d i s c r i m i n a t o r y .  It i m p o s e s  o n  t he  e x p l o r a t i o n ,  p r o d u c t i o n  

a n d  p i p e l i n e  t r a n s p o r t a t i o n  p r o p e r t i e s  a n  e f f e c t i v e  tax b u r d e n  w h i c h  is 

e i t h e r  h i g h e r  or l o w e r  t h a n  that b o r n e  b y  oth e r ,  l i k e  p r o p e r t i e s  l o c a t e d  

w i t h i n  the b o u n d a r i e s  of the v a r i o u s  p o l i t i c a l  s u b d i v i s i o n s .  T h e  p r o p o s e d  

t a x  r a t e  of 20 m i l l s  m a y  n o t  o n l y  b e  d i s c r i m i n a t o r y  w i t h  r e s p e c t  to the 

e f f e c t i v e  tax b u r d e n s  b o r n e  b y  o t h e r  c l a s s e s  o f  p r o p e r t y  but, it m a y  be 

d i s c r i m i n a t o r y  in the c o n t e x t  o f  the i n c o m e  tax.

A n y  p r o p e r t y  tax l e v i e d  o n  a n  a s s e t  w h i c h  y i e l d s  a n  i n c o m e  s t r e a m  

c a n  b e  t r a n s l a t e d  int o  a n  i n c o m e  tax. F o r  e x am p l e ,  a n  a s s e t  t h a t  y i e l d s  

a p e r p e t u a l  a n n u a l  i n c o m e  of $ 5 0 . 0 0  w i t h  a m a r k ^  r a t e  of i n t e r e s t  (dis­

c o u n t  rate) of t e n pe r cent, h a s  a m a r k e t  v a l u e  o f  $ 5 0 0 . 0 0 .  A  t w o - p e r c e n t  

(20 mil l s )  ta x  o n  the v a l u e  of the a s s e t  r e s u l t s  i n  a n  a n n u a l  tax l i a b i l­

ity  b y  th e  o w n e r  of th e  a s s e t  of $10.00. W e  can, a l t e r n a t i v e l y ,  then  

e x p r e s s  this t w o - p e r c e n t  p r o p e r t y  ta x  o n  the v a l u e  of th e  a s s e t  as a p e r­

c e n t a g e  of the a s s e t ' s  a n n u a l  income. T hus, th e  p r o p e r t y  tax of two p e r­

c e n t  c a n  b e  t r a n s l a t e d  into a n  income t a x  of 20 p e r c e n t  ( $ 1 0 . 0 0 / $ 5 0 . 00). 

A p p l y i n g  a t a x  r a t e  d i f f e r e n t  f r o m  the 20 m i l l s  p r o p o s e d  f o r  o i l  a n d  gas 

p r o p e r t i e s  to o t h e r  inco.. ■». p r o d u c i n g  p r o p e r t y  r e s u l t s  in a  d i f f e r e n t  rat e  

o f  " i n c o m e  taxation."- S u p p o s e  that a p r o p e r t y  w h i c h  has a m a r k e c  v a l u e  

o f  $ 5 0 0 . 0 0  and y i e l d s  $ 5 0 . 0 0  in a n n u a l  i n c o m e  is s u b j e c t  to a 3 0 - m i l l  

p r o p e r t y  tax levy. T he  p a y m e n t  of the p r o p e r t y  t a x  of $ 1 5 . 0 0  i m p l i e s  an 

" i n c o m e  tax" of 30 p e r c e n t  ( $ 1 5 . 0 0 / $ 5 0 . 00), f u l l y  5 0 - p e r c e n t  g r e a t e r  than 

t hat i m p o s e d  o n  t h e p r o p e r t y  w h i c h  pay s  o n l y  20 m i l l s .  I n  o r d e r  fo r  the

MS N W  - 4 -

AGO 787587



MSNW - 5 -

u n i f o r m i t y  p r i n c i p l e  to hold, a l l  c l a s s e s  of w e a l t h  w h i c h  y i e l d  a n  

a n n u a l  i n c o m e  s t r e a m  a n d  a l l  i n c o m e  from w e a l t h  m u s t  b e  s u b j e c t  to the 

s a m e  " i n c o m e  tax."

Sec. 4 3 . 5 6 . 0 1 0  (b) l i m i t s  the tax r a t e  w h i c h  c a n  b e  l e v i e d  by the 

p o l i t i c a l  s u b d i v i s i o n s  to a m a x i m u m  of 7 mills. I s e e  t w o  p r o b l e m s  r e­

s u l t i n g  f r o m  s u c h  li m i t a t io n .  First, in t h o s e  j u r i s d i c t i o n s  w h e r e  the 

p r e s e n t  e f f e c t i v e  tax r a t e  o n  e x p l o r a t i o n ,  p r o d u c t i o n ,  a n d  p i p e l i n e  

t r a n s p o r t a t i o n  p r o p e r t i e s  is l ess t han 7 m i l l s  of t r u e  a n d  f u l l  m a r k e t  

v a l u e ,  the f u l l  7 m i l l s  w i l l  a u t o m a t i c a l l y  b e  l e v i e d  o n  t h o s e  o i l  a n d  

ga s  p r o p e r t i e s  w h i c h  r e m a i n  taxable. N o t  l e v y i n g  t h e  f u l l  7 m i l l s  m e a n s  

n o t  a c c e p t i n g  a " f r e e  good" a n d  t r a n s f e r r i n g  l o c a l l y  g e n e r a t e d  tax f u n d s  

to the  s t a t e  treiasury. Thus, i n  t h o s e  j u r i s d i c t i o n s  w h e r e  the g e n e r a l  

t a x  r a t e  is l e s s  t h a n  7 m i l l s ,  the t a x a b l e  o i l  a n d  g a s  p r o p e r t i e s  w o u l d  

b e a r  a d i s p r o p o r t i o n a t e l y  l a r g e r  tax burden. I n  o t h e r  j u r i s d i c t i o n s  w i t h  

l a r g e r  g e n e r a l  tax rates, the p r o h i b i t i o n  a g a i n s t  l e v y i n g  a l o c a l  tax in 

e x c e s s  o f  7 m i l l s  a g a i n s t  a g r e a t l y  r e d u c e d  o i l  a n d  g a s  p r o p e r t y  tax 

b a s e  e i t h e r  r e q u i r e s  a r e d u c t i o n  of l o c a l  s e r v i c e s  o r  i n c r e a s e s  the tax 

b u r d e n  w h i c h  m u s t  b e  b o r n e  by other, n o n - o i l  a n d  g a s - r e l a t e d  p r o p e r t i e s  

w i t h i n  t h o s e  j u r i s d i c t i o n s .  A g a i n ,  the u n i f o r m i t y  p r i n c i p l e  of t a x a t i o n  

is v i o l a t e d .

Sec. 4 3 . 5 6 . 0 2 0  v i o l a t e s  the u n i f o r m i t y  p r i n c i p l e  of ta x a t i o n .  It 

e x e m p t s  c e r t a i n  oil and g a s - r e l a t e d  p r o p e r t i e s  f r o m  t a x a t i o n  a n d  lias 

the e f f e c t  of c r e a t i n g  a " m o s t  f a v o r e d "  c l a s s  o f  p r o p e r t y .
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B a s i c  e q u i t y  c o n s i d e r a t i o n s  r e q u i r e  that w h e n  o i l  a n d  ga s  leases, 

w h e t h e r  p r o d t c i n g  n r  not, a r e  e x e m p t  f r o m  the p r o p e r t y  taxa t i o n ,  o t h e r  

l e a s e s  a n d  l e a s e h o l d  rights, w h e t h e r  p r o d u c i n g  c u r r e n t  i n c o m e  or not, be 

s i m i l a r l y  exempt: f r o m  taxation. Yet, p o l i t i c a l  s u b d i v i s i o n s  d o  p r e s e n t l y  

and w i l l  c o n t i n u e  to tax l e a s e h o l d  r i g h t s  of i n d i v i d u a l s  w h o  h a v e  r e c r e a­

ti o n a l  p r o p e r t i e s  o n  S t a t e  a n d  F e d e r a l  land, for inst a n c e ,  a n d  w i l l  c o n­

ti n u e  to tax o t h e r  r e s o u r c e  l e a s e h o l d  rights.

If p r o p e r t y  i n t e n d e d  to b e  used p r i m a r i l y  for p i p e l i n e  t r a n s p o r t a­

tio n  of gas o r  u n r e f i n e d  oil, o r  for the p r o d u c t i o n  o f  gas  o r  u n r e f i n e d  

o i l  to b e  t r a n s p o r t e d  b y  that p i p e l i n e  is e x e m p t  f r o m  t a x a t i o n , t h e n  o t h e r  

p r o p e r t i e s  u s e d  f o r  the p r o d u c t i o n  a n d  t r a n s p o r t a t i o n  of o t h e r  c o m m o d i t i e s  

m u s t  l i k e w i s e  b e  e x e m p t  f r o m  th e p r o p e r t y  tax.

If p r o p e r t y  u s e d  in c o n n e c t i o n  w i t h  the e r e c t i o n ,  c o n s t r u c t i o n ,  i n­

st a l l a t i o n ,  o p e r a t i o n  o r  m a i n t e n a n c e  of f a c i l i t i e s  for  p i p e l i n e  t r a n s­

p o r t a t i o n  of ga s  or u n r e f i n e d  oil, o r  f a c i l i t i e s  for p r o d u c t i o n  of gas, or 

u n r e f i n e d  oi l  to b e  t r a n s p o r t e d  by tha t  p i p e l i n e ,  w i l l  b e  e x e m p t e d  f r o m  

t a x a t i o n ,  o t h e r  p r o p e r t i e s  i n t e n d e d  for the p u r p o s e  of c o n s t r u c t i n g ,  o p e r­

at i n g ,  o r  m a i n t a i n i n g  o t h e r  c l a s s e s  of p r o p e r t y  s h o u l d  h a v e  th e  b e n e f i t

of e q u a l  tax treat m en t .

T h e  e f f e c t  of the e x e m p t i o n  of o n e  c l a s s  o f  p r o p e r t y  to th e  e x c l u s i o n  

of a l l  o t h e r  p r o p e r t i e s  is twofold. First, a r e d u c t i o n  i n  the tax 

l i a b i l i t y  b o r n e  by a n  a s s e t  w i l l  b e  c a p i t a l i z e d  by the o w n e r  a n d  r e s u l t s

in a o n c c - a n d - f o r - a l l  w i n d f a l l  g a i n  to him. If w e  a s s u m e  a tax b a s e  c o n­

s i s t i n g  of two p i e c e s  of p r o p e r t y ,  e a c h  of w h i c h  p r o d u c e s  a n  a n n u a l  

r e v e n u e  b e f o r e  p r o p e r t y  taxes of $60.00, a n d  a s s u m e  a p r o p e r t y  tax of
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$ 1 0 . 0 0  p e r  year, n e t  r e v e n u e  of $ 5 0 . 0 0  is e a r n e d  b y  e a c h  p r o p e r t y .  If 

w e  f u r t h e r  a s s u m e  a m a r k e t  r a t e  of i n t e r e s t  (discount) of ten p e r c e n t ,  

e a c h  p r o p e r t y  w o u l d  h a v e  a m a r k e t  v a l u e  of $ 5 0 0 . 0 0  ( $ 5 0 . 0 0 / $ 0 . 1 0 ) . 

E x e m p t i n g  o n e  of the two p i e c e s  o f  p r o p e r t y  from the tax i n c r e a s e s  its 

a n n u a l  n e t  r e v e n u e  to $ 6 0 . 0 0  and, t h e r e f o r e , i n c r e a s e s  the ( t a x - e x e m p t )  

c a p i t a l  v a l u e  of the a s s e t  to $ 6 0 0 . 0 0  ( $ 6 0 . 0 0 / $ 0 . 1 0 ) , a 2 0 - p e r c e n t  gain.

S e c o n d l y ,  if the c o m m u n i t y  s t i l l  r e q u i r e s  tax r e v e n u e s  o f  $ 2 0 . 0 0  

p e r  y e a r  a n d  n o w  c o l l e c t s  it f r o m  the n o n - e x e m p t  a s s e t ,  its a n n u a l  ne t  

r e v e n u e  w i l l  d e c r e a s e  to $ 4 0 . 0 0  a n d  the c a p i t a l  v a l u e  w i l l  f a l l  b y  20 

p e r c e n t  to $ 4 0 0 . 0 0  ( $ 4 0 . 0 0 / $ 0 . 10). T h e  r e s u l t  o f  s u c h  tax d i s c r i m i n a­

tion is t h a t  the t a x - e x e m p c  p r o p e r t y  n o w  ha s  a 5 0 - p e r c e n t  g r e a t e r  c a p i­

tal v a l u e  ($600.00) than the t a x e d  p r o p e r t y  ($400.00).

I w o u l d  h o p e  that this L e g i s l a t u r e  is a w a r e  tha t  the u l t i m a t e  e f f e c t  

of b o t h  Sec. 4 3 . 5 6 . 0 1 0  (a) a n d  (b) a n d  Sec. 4 3 . 5 6 . 0 2 0  (1) to (8) is a 

w i n d f a l l  g a i n  a c c r u i n g  to o n e  i n d u s t r y  at  t h e e x p e n s e  o f  a l l  o t h e r  p r o p e r­

ties anu p r o p e r t y  o w n e r s  in the S t a t e  o f  A l a s k a  a n d  a l l  o t h e r  i n d u s t r i e s  

n o t  e q u a l l y  favored. It r e s u l t s  in a h i g h l y  d i s c r i m i n a t o r y  tax s t r u c t u r e  

a n d  l e a d s  to a b a d  a l l o c a t i o n  o f  e c o n o m i c  r e s o u r c e s .

T h e  h i s t o r y  of the p r o p e r t y  tax is r e p l e t e  w i t h  e v i d e n c e  that o n e  

e x e m p t i o n  b e g e t s  a n o t h e r .  O t h e r  p r o p e r t y  o w n e r s  w i l l  r i g h t f u l l y  d e m a n d  

e q u a l  t r e a t m e n t  and t h e  p r o c e s s  of the e r o s i o n  o f  the tax  b a s e  be g i n s .

T h e  p r o p o s e d  l e g i s l a t i o n  is v e r y  v a g u e  a b o u t  the o w n e r s h i p  r e q u i r e­

m e n t s  of e x e m p t  p r o p e r t i e s  e m p l o y e d  in the e x p l o r a t i o n ,  p r o d u c t i o n ,  a n d  

t r a n s p o r t a t i o n  p r o p e r t i e s .  It is not  c l e a r  w h e t h e r  t h e  t a x - e x e m p t e d
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p r o p e r t i e s  a r e  o n l y  t h o s e  o w n e d  b y  the v a r i o u s  o i l  an d  g a s  c o m p a n i e s  a n d  the 

A l y e s k a  P i p e l i n e  S e r v i c e  C o m p a n y,  or w h e t h e r  t h e  e x e m p t i o n  a l s o  a p p l i e s  

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

e n g a g e d  in the e x p l o r a t i o n ,  p r o d u c t i o n ,  and p i p e l i n e  t r a n s p o r t a t i o n  of 

gas. If t h e  l a t t e r  is the case, the r a m i f i c a t i o n s ,  the e c o n o m i c  i m p a c t  

of th e  l e g i s l a t i o n  a r e  far gr e a t e r .  T h e  q u e s t i o n  w h i c h  r e m a i n s  to be 

a n s w e r e d  is "where, an d b a s ed  u p o n  w h a t  p r i n c i p l e s ,  do the e x e m p t i o n s  

b e g i n ,  an d  w h e r e  do they e nd?"

I h a v e  s t a t e d  e a r l i e r  that e x e m p t i n g  c e r t a i n  oil a n d  ga s p r o p e r t i e s  

f r o m  tax a ti o n ,  g i v e n  c e r t a i n  e x p e n d i t u r e  r e q u i r e m e n t s  o n  the p a r t  of the 

p o l i t i c a l  s u b d i v i s i o n s ,  w i l l  r e s u l t  i n  i n c r e a s e d  tax b u r d e n  b o r n e  by the  

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

g a i n s  to t h o s e  w h o  a r e  e xe m p t  f r o m  t a x a t i o n  and w i n d f a l l  c a p i t a l  l o s s e s  

to t h o s e  w h o  a r e  taxed, b u t  the r e s u l t  is a l s o  o n e  of e c o n o m i c  i n e f f i c­

iencies.

T h e  p r o p e r t y  tax, as a n y  o t h e r  tax, is a c o s t  of d o i n g  b u s i n e s s .  A  

r e l a t i v e l y  o r  a b s o l u t e l y  h i g h e r  tax b u r d e n  i m p o s e d  u p o n  the p r o d u c e r s  of 

s o m e  g o o d s  o r  s e r v i c e s  t r a n s l a t e s  into r e l a t i v e l y  h i g h e r  p r i c e s  of the 

taxed go o d s .  T h e  r e s u l t  is that the c o n s u m e r  w i l l  r e d u c e  h i s  c o n s u m p t i o n  

of t h o s e  g o o d s  an d  s e r v i c e s  w h o s e  p r i c e  has r i s e n  ( r e l a t i v e l y  or a b s o l u t e l y )  

d u e  to the p r o p e r t y  tax i m p o s e d a n d  h i s  r e a l  s t a n d a r d  of l i v i n g  is a u t o­

m a t i c a l l y  r e d u c e d .  C o n v e r s e l y ,  th e  p r o d u c t  p r o d u c e d  b y  tax e x e m p t  p r o p e r­

ties w i l l  b e  p r i c e d  r e l a t i v e l y  l o w e r  ( b e c a u s e  of th e  a b s e n c e  of the p r o p e r­

ty tax) an d  c o n s u m p t i o n  incre a s e s.  W h i l e  i n c r e a s e d  c o n s u m p t i o n  o f  a 

goo d o r  s e r v i c e  is n o r m a l l y  e q u a t e d  w i t h  an i n c r e a s e d  s t a n d a r d  of l i v i n g
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( i n c r e a s e d  w e l l - b e i n g ) ,  it is not c l e a r  t hat the d e c r e a s e  in the w e l l­

b e i n g  c a u s e d  by the r e d u c t i o n  i n  the c o n s u m p t i o n  of the taxed good is 

c o m p e n s a t e d  b y  the i n c r e a s e  in  the w e l l - b e i n g  c a u s e d  b y  an i n c r e a s e d  c o n­

s u m p t i o n  o f  the  n o n - t a x e d  good, e.g., p e t r o l e u m  p r o d u c t s  or n a t u r a l  gas.

A n o t h e r  a s p e c t  of e x e m p t i n g  o i l  a n d  ga s  p r o p e r t i e s  f r o m  t a x a t i o n  

is th e  e f f e c t  t h e  p r o p e r t y  tax, o r  its a b s ence, has o n  the r a t e  of p r o­

d u c t i o n  of oi l  a n d  gas. If the p r o p e r t y  tax on o i l  a n d  gas leases, an d  

o i l  a n d  gas r e c o v e r a b l e  f r o m  a r e s e r v o i r  is v i e w e d  as a tax o n  i n ventory, 

r e m o v i n g  s u c h  a tax, in fact, p r o v i d e s  a n  i n c e n t i v e  n o t  to p r o d u c e .  I m­

p o s i n g  a c o s t  o n  h o l d i n g  a n  i n v e n t o r y  o f  r e c o v e r a b l e  o i l  a n d  gas r e s e r v e s  

i n  p l a c e ,  o n  t h e  o t h e r  han d  ( a s s u m i n g  a m a r k e t  c a n  b e  f o u n d a n d  mai'ket 

p r i c e s  a r e  n o t  a d v e r s e l y  a f f e c t e d  b y  a n d  i n c r e a s e  i n  th e  suppl y ) ,  s t i m u­

l a t e s  p r o d u c t i o n .

T h e  e n e r g y  c r i s i s  w h i c h  is u p o n  u s  and d e v e l o p m e n t s  in the M i d d l e  

E a s t  ( b o t h  the p r i c e  i n c r e a s e s  d e m a n d e d  by the o i l  e x p o r t i n g  c o u n t r i e s  and 

the t h r e a t  o f  a t otal r e f u s a l  to sell) r e q u i r e  that A l a s k a  o i l  b e  b r o u g h t  

to m a r k e t  a s  s o o n  as pos s i b l e .  A n y  i n c e n t i v e  to n o t  p r o d u c e  as s o o n  as 

t e c h n i c a l l y  p o s s i b l e  a n d  e c o n o m i c a l l y  p r a c t i c a b l e ,  o r  i n  the q u a n t i t i e s  

p o s s i b l e ,  c o u n t e r s  ou r  n a t i o n a l  e c o n o m i c  an d  p o l i t i c a l  o b j e c t i v e s .

I h a v e  i n d i c a t e d ,  above, that e x e m p t i n g  o n e  c l a s s  of p r o p e r t y  f r o m  

t a x a t i o n  r e q u i r e s  that the r e v e n u e  n e e d s  of the p o l i t i c a l  s u b d i v i s i o n s  

m u s t  b e  m e t  by other, s ti l l  t a x a b l e  c l a s s e s  of p r o p e r t y . L e t  me assume, 

h o w e v e r ,  th a t  o i l  and gas p r o p e r t i e s  b e a r  t h e i r  equal, fai r  s h a r e  of the 

t o t a l  p r o p e r t y  tax b u r d e n  b o r n e  by a l l c l a s s e s  of p r o p e r t y  in the S t a t e  

of A l a s k a .  T h e  q u e s t i o n  that n e e d s  to b e  a n s w e r e d  is, "Wh o  pays the tax?" 

T h e  f i n a l  i n c i d e n c e  of the p r o p e r t y  tax c a n  be s e p a r a t e d  i n t o  a tax and
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a p r i c e  c o m p o n e n t .  A n y  t axes p aid b y  o w n e r s  of p r o p e r t y  u s e d  i n  the 

e x p l o r a t i o n ,  p r o d u c t i o n ,  a n d  t r a n s p o r t a t i o n  of oi l  a n d  gas, i n c l u d i n g  

t axes o n  l e a s e h o l d s ,  a r e  c o n s i d e r e d  a b u s i n e s s  e x p e n s e  f o r  t h e  p u r p o s e  

of r e p o r t i n g  f e d e r a l  i n c o m e  tax l i a b i l i t i e s  a n d  a r e  d e d u c t i b l e .  A n  

i n c r e a s e  in b u s i n e s s  e x p e n s e s  of $ 1 . 0 0  (due to the p r o p e r t y  tax) i m p l i e s  

a r e a l  i n c r e a s e  in c o s t  to th e  c o r p o r a t i o n  of o n l y  $0.52, g i v e n  a 4 8 - p e r­

ce n t  c o r p o r a t e  i n c o m e  tax. T h u s , a p p r o x i m a t e l y  o n e - h a l f  of a n y  o i l  an d  

gas p r o p e r t y  tax r e v e n u e s  r a i s e d  in the S t a t e  of A l a s k a  a r e  e f f e c t i v e l y  

b o r n e  by a l l  taxp a y e r s , in fact, a l l  c i t i z e n s  o f  the f i f t y  s t a t e s  o f  the 

Union.

S i n c e  p r o p e r t y  taxes p a i d  i n c r e a s e  the c o s t  of o i l  p r o d u c t s  a n d  

n a t u r a l  gas p r o d u c e d  for s a l e  in th e  m a r k e t  pl a ce ,  th e  m a r k e t  p r i c e  of 

p e t r o l e u m  p r o d u c t s  a n d  n a c u r a l  gas m ust, in th e  l o n g - r u n ,  r i s e  to c o v e r  

a l l  c o s t s  of p r o d u c t i o n ,  i n c l u d i n g  the p r o p e r t y  taxes. W h i l e  it rs 

i m p o s s i b l e  to d e t e r m i n e  p r e c i s e l y  w h o  b e a r s  the b u r d e n  o f  the i n c r e a s e  of 

the p r i c e s  of p e t r o l e u m  p r o d u c t s  a n d  n a t u r a l  gas w i t h o u t  k n o w i n g  w h a t  the 

c o n s u m e r s '  r e s p o n s e  to p r i c e  i n c r e a s e s  is, it is c l e a r  t h a t  A l a s k a  c o n­

su m e r s  w i l l  b e a r  b u t  a v e r y  s m a l l  f r a c t i o n  o f  t h e  i n c r e a s e d  cost. A n  

o v e r w h e l m i n g  p e r c e n t a g e  of the p e t r o l e u m  a n d  the n a t u r a l  ga s  e x t r a c t e d  

f r o m  A l a s k a  p r o p e r t i e s  w i l l  b e  e x p o r t e d  to t h e  l o w e r  48 s t a t e s .  T h e  c o n­

sum e r s  th e r e  w i l l  u l t i m a t e l y  end u p  p r o v i d i n g  the r e v e n u e s  w h i c h  a r e  

v i t a l  to th e  p o l i t i c a l  s u b d i v i s i o n s  as w e l l  as the S t a t e  of A l a s k a  as a 

whole.
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T H E  I M P A C T  ON T H E  N O R T H  S L O P E  B O R O U G H

I s h o u l d  n o w  l i k e  to t urn to the s p e c i f i c  i m p a c t  o f  the p r o p o s e d  

l e g i s l a t i o n  o n  the N o r t h  S l o p e  B o r ough. I h a v e  r e v i e w e d  the B o r o u g h ' s  

b u d g e t  d o c u m e n t s  for the fi sc a l  y e a r s  1 9 7 2 - 1 9 7 3  a n d  1 9 7 3 - 1 9 7 4 .

T h e  N o r t h  S l o p e  B o ro u g h  r e l i e s  v e r y  h e a v i l y  o n  the p r o p e r t y  tax as 

its p r i m a r y  s o u r c e  of  rev e n ue s .  A s  T a b l e  1 shows, t h e p r o p e r t y  tax 

r e p r e s e n t e d  7 2 . 5  p e r c e n t  of a l l  r e v e n u e s  c o l l e c t e d  d u r i n g  the f i s c a l  

y e a r  1 9 7 2 - 1 9 7 3  a n d  r e p r e s e n t e d  78.4 p e r c e n t  o f  al l  r e v e n u e s  p r o j e c t e d  

to b e  c o l l e c t e d  d u r i n g  the f i s c a l  y e a r  19 7 3 - 1 9 7 4 .  A s  T a b l e  2 i n d i c a t e s ,  

th e  p r o p e r t y  tax in the U n i t e d  States, as a w h o l e ,  c o n t r i b u t e d  o n l y  39. 8  

p e r c e n t  of t o t a l  l o c a l  g o v e r n m e n t  revenue. In 1 9 6 6 - 1 9 6 7 ,  the l a s t  y e a r  

f07 w h i c h  a c e n s u s  of g o v e r n m e n t  is a v a i l a b l e ,  p r o p e r t y  tax r e v e n u e s  c o n­

s t i t u t e d  3 3 . 2  p e r c e n t  of total l o c a l  A l a s k a  g o v e r n m e n t  (Table 3).

E q u a l l y  s t a r t l i n g  is the obseTrvation that i n t e r g o v e r n m e n t a l  t r a n s f e r s  

r e p r e s e n t e d  o n l y  1 0 . 8  p e r c e n t  a n d  8.3 p e r c e n t  o f  t o t a l  r e v e n u e s  r e c e i v e d  

by t h e  N o r t h  S l o p e  B o r o u g h  in F Y  197 3 a n d  p r o j e c t e d  fo r  FY  1974, r e s p e c­

tively. T h i s  c o m p a r e s  w i t h  a U.S. a v e r a g e  r e c e i p t  o f  i n t e r g o v e r n m e n t a l  

r e v e n u e s  b y  l o c a l  g o v e r n m e n t s  of 3 7.5 p e r c e n t  i n  1 9 7 0 - 1 9 7 1 .  I n  1 9 6 6 -  

1967, i n t e r g o v e r n m e n t a l  t r a n s f e r s  p r o v i d e d  3 3 . 2  p e r c e n t  o f  t o t a l  r e v e n u e s  

r e c e i v e d  by a l l  A l a s k a  l o c a l  g o v e r n m e n t s  (Table 3).

T h e  a b o v e  f i g u r e s  p o i n t  ou t  two facts. First, the N o r t h  S l o p e  

B o r o u g h  r e l i e s  h e a v i l y  u p o n  the p r o p e r t y  tax as  a s o u r c e  of f u n d s  to 

m e e t  b o t h  o p e r a t i n g  e x p e n d i t u r e s  and c a p i t a l  p r o g r a m s .  S e c o n d l y ,  the 

a d m i t t e d l y  b r i e f  h i s t o r y  d o e s  n o t w a r r a n t  an y r e l i a n c e  o n  i n t e r g o v e r n m e n­

tal t r a n s f e r s  as a s i g n i f i c a n t  s o u r c e  o f  b o r o u g h  r e v e n u e s .
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TABLE 1

S o u r c e  of R e v e n u e  

P r o p e r t y  T a x e s  

S a l e s  T a x e s  

L i c e n s e s  & P e r m i t s  

F i n e s  & F o r f e i t u r e s  

I n t e r g o v e r n m e n t a l  R e v e n u e  

C h a r g e  for S e r v i c e s  

M i s c e l l a n e o u s

N O R T H  S L O P E  B O R O U G H  R E V E N U E S  

B Y  S O U R C E ,  BY  1 9 7 3  a n d  FY 1974

(dollars)

FY  197 3

% cf

T o t a l  R e v e n u e  T o t a l  R e v e n u e

$ 1 , 5 6 4 , 2 0 0  72.5

3 0 3 , 0 0 0  14. 1

1 , 0 0 0  0.1

2 3 3 , 4 0 0  1 0 . 8

5 , 0 0 0  0.2

5 0 , 0 0 0  2.3

$ 2 , 1 5 6 , 6 0 0  1 0 0 . 0

FY 1 9 7 4

% of j

T o t a l  R e v e n u e  T o t a l  R e v e n u e  

$ 4 , 1 9 9 , 3 0 0  78.4

7 0 7 , 0 0 0  1 3 . 2

1 , 0 0 0  0 . 0 2

4 4 6 , 3 0 0  8.3

5 , 0 0 0  0.1

$ 5 , 3 5 8 , 6 0 0  1 0 0 . 2

S o u r c e :  N o r t h  S l o p e  B o r o u g h , B u d g e t  D o c u m e n t  f o r  FY 1 9 7 3  a n d  F Y  1974.

^ D o e s  n o t  ad d  to 1 0 0  d u e  to r o u n d i n g .
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T A B L E  2

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

1 9 7 0  - 1 9 7 1 (1)

R E V E N U E

I N T E R G O V E R N M E N T A L

F r o m  S t a t e  G o v e r n m e n t  

F r o m  F e d e r a l  G o v e r n m e n t

F R O M  L O C A L  S O U R C E S  

T a x e s

P r o p e r t y  3 9 . 8

O t h e r  7.3

C h a r g e s  an d  M i s c e l l a n e o u s

3 3 . S 

3.7

4 7 . 1

15.4

P E R C E N T

3 7 . 5

62.5

T O T A L 1 0 0 . 0

E X P E N D I T U R E

EDUCATION

L o c a l  S c h o o l s  

H i g h e r  E d u c a t i o n

F U N C T I O N S  O T H E R  T H A N  E D U C A T I O N

P u b l i c  W e l f a r e  

H i g h w a y s

H e a l t h  a n d  H o s p i t a l s  

P o l i c e

I n t e r e s t  o n  De b t  

S e w e r a g e  

F i r e  P r o t e c t i o n  

P a r k s  an d  R e c r e a t i o n  

G e n e r a l  C o n t r o l  

O t h e r  S a n i t a t i o n  

F i n a n c i a l  A d m i n i s t r a t i o n  

O t h e r (2 '

4 3 . 8

2.5

8 . 2

6.1

6.2

4.7

3 . 5

2.8

2.5 

2 .2 

2.3

1 . 5  

1 . 2

1 2.4

T O T A L

P E R C E N T

46. j

53.7

1 0 0 . 0

U. S. B u r e a u  of the Census, L o c a l  Government: F i n a n c e s  in 

S e l e c t e d  M e t r o p o l i t a n  A r e a s  a n d  L a r g e  C o u n t i e s : 1 9 7 0 - 1 9 7 1 ,  S e r i e s  

G F 7 J , No. 6, U. S. G o v e r n m e n t  P r i n t i n g  O f f i c e ,  W a s h i n g t o n ,  D.C.., 1972.

2
Airports, C o r r e c t i o n ,  P u b l i c  B u i l d i n g s ,  H o u s i n g  a n d  U r b a n  R e ne w a l ,  

L i b r a r i e s ,  N a t u r a l  R e s o u r c e s ,  P a r king, W a t e r  T r a n s p o r t  a n d  T e r m i n a l s .
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T A B L E  3

G O V E R N M E N T A L  FINANCES

Table  1 8 .  f inances of Local Governments and the State in Detail, by Level of Government: 
1966-67

(Thousands o f do lla rs )

I - r n T V * I S t i i c Lscal

R E V S '.. E ............................................................................... *317
I

*•9 0; 259 * 3 1 0 3 u u :

GENERAL REVENUE CNLM............................................. 1293 2 7 3 ; 2 * 3 250 7 2 * 5 5

INTERGOVERNMENTAL R E V E N U E ........................................ IS O 3321 1 *7 326 2 8 *3 7

FROM FEDERAL GOVERNMENT .................................................. 150 3 3 2 1 1 *7 103 3 229

FROM STATE GO/ERNMENT ....................................................... I 1 ) ' - 2 5 209

FROM LOCAL GOVERNMENTS. . . . . . . . . . . .
M

223 < M

REVENUE FROM 0 *N  SOURCES....................................................... 167 133 112 155 55 00 3
GENERAL REVENUE FRC.M OkN SOURCES.............................. 139 9 - 2 95 9 2 * * u O IS

G5 8 * 3 53 169 2 / 6 7 *

......................................................................‘ .......................... 21 135 - 21 135

SALES AND GROSS R E C E IP T S . . . .  .................... 21 3 - 6 16 193 6 1*?

g e n e r a l .......................................................................... 5 078 “ 5 073

S E L E C T IV E .................................................. 16 26 2 16 198 70

KOTOR FU EL................................................................. 7 C 77 7 077 -
ALCOHOLIC BEVERAGES .  •  •  .......................... 3 **06 3 * 0 6 -

TCSACOO PRODUCTS.................................................. 3 66 5 3 6 6 5 -
Pu b l i c  u t i l i t i e s .................................................. 31 7 2 *7 70

O T H E R .............................. ............................................ 1 B03 1 £ 0 3 -
MOTOR VEH IC LE L IC E N S E S ............................................. * 306 * 30 6 -

IN D IV ID U A L  INCOME .............................................  .  • 2 2 6 v 2 2?. 6 9 2 -

OTHER AND UNALLOCABLE ............................................. 16 36 3 1 * 97 3 1 39 0

CHARGES AND MISCELLANEOUS ........................................ 5 * 099 37 7 5 5 16 3 *3

CURRENT CHARGES ........................................................... 2 6 l i b 15 575 10 6 *3

EOJCATICN ..................................................................... 679 3 0 1 * 1 bS5
SCHOOL LUNCH SALES (G R O S S )......................... * 3 3 - 1 * 3 3

OTHER .......................................................................... •. 267 3 a i * * 5 3

HO SPITALS ...................................................................... - • -

.............................................................................................. IS «
S A N ITA TIO N  OTHER THAN SEAERAGE.................... 7 3 5 73 5

LOCAL PARRS AND RECREATION.............................. 32 - 32

NATURAL RESOURCES .................................................. * 9 7 * 9 7 -
MOUSING ANO URBAN RENEk AL ............................... 5 6 3 66 3 -
A IR P O R TS . . • • • ■ • • • • • • • • • • 3 7 6 2 3 6B3 7*
RATER TRANSPORT AND TERMINALS .................... 007 - £07
PARKING F A C I L IT IE S .................................................. 2 * 7 - 2 *7

OTnER AND UNALLOCABLE * • • • • .  i  •  < 13 7 / 6 7 0 1 7 6 7 5 9

S PE C IA L ASSESSMENTS ..................... . . . . . . 5 0 6 - 506
SALE OF PROPERTY. . . . . . . .  .................... 1 553 1 * 1 0 135
INTEREST EARNINGS ....................  •  .......................... 7 * 5 6 6 171 1 2U5

OTHER AND UNALLOCABLE ............................................. IS * 6 5 1 * 591 3 074

U T I L IT Y  REVENUE .................................................  . . . . 10 6 7 0 . 10 870
WATER SU PPLY.......................................................................... 2 5 = 6 - j B6
e l e c t r i c  PO«ER.................... .... B 29 4 - ti 2 3 *
T R A N S IT ................................................................ ....  .  •  • - - -
GAS S U PP LY. • • • • • • - - -

“ - -
INSURANCE TRUST REVENUE . . . . . . . . . . . 16 J * 6 16 231 115

UNEMPLOYMENT c o u ? e n s a t io m  ..............................  .  • 11 079 11 07 9 -
EMPLOYEE RETIREMENT . . . . .  .............................. 5 224 * 109 115

O T n E R ................................................................ ..... .  .  .  • * 3 1 * 3 -

S o u r c e :  U.S. B u r e a u  of the C e n su s ,  C e n s u s  o r G o v e r n m e n t ,  1967, 

Vol. 7: S t a t e  R e p o r t s  No. 2 , Alaska, U. S. G o v e r n m e n t  P r i n t i n g  Office, 

W a s h i n g t o n ,  D.C., 1967, p. 23.
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T h e  p r o v i s i o n  o f  v i t a l  s o c i a l  s e r v i c e s  s u c h  as l o c a l  e d u c a t i o n ,  

s e w a g e  t r e a t m e n t  f a c i l i t i e s ,  a d e q u a t e  a n d  s a f e  w a t e r  s u p p l i e s ,  a n d  the 

c r e a t i o n  o f  s o c i a l  c a p i t a l  is d i r e c t l y  r e l a t e d  to the B o r o u g h ' s  a b i l i t y  

to r a i s e  r e v e n u e s  t h r o u g h  the t a x a t i o n  of  p r o p e r t i e s  w i t h i n  its b o u n d­

arie s .  A n y  c a p a c i t y  to r a i s e  f u n d s  by the s a l e  of g e n e r a l  o b l i g a t i o n  

b o n d s  s e c u r e d  by the c r e d i t  of the B o r o u g h  is c o n s t r a i n e d  b y  the l ocal 

tax b ase. If this L e g i s l a t u r e  r e m o v e s  t a x a b l e  p r o p e r t i e s  f r o n  the j u r i s­

d i c t i o n  of t h e  b o r o u g h s ,  or e l i m i n a t e s  the t a x  b a s e  vi a  e x e m p t i o n s ,  it in 

e f f e c t  s t o p s  a n y  l o c a l  d e v e l o p m e n t  w h i c h  is u n d e r w a y  or h a s  b e e n  p l a n n e d  

f o r  f u t u r e  years.

Sec. 4 3 . 5 6 . 0 1 0  (b) " p e r m i t s "  the N o r t h  S l o p e  B o r o u g h  to l e v y  a 

p r o p e r t y  tax n o t  to e x c e e d  7 m i l l s  o n  the f u l l  a n d  tru e  v a l u e  of t a x a b l e  

p r o p e r t y .  But, t h e  e f f e c t  of Sec. 4 3 . 5 6 . 0 2 0  is to r e m o v e  f r o m  the l o c a l  

j u r i s d i c t i o n  the tax b a s e  to w h i c h  a 7 - m i l l  l e v y  m a y  b e  a p p l i e d ;  0.07 

p e r c e n t  (7 mi l l s )  t i m e s  0 e q u a l s  0. P e r m i t t i n g  l o c a l  j u r i s d i c t i o n s  to 

l e v y  s e v e n  p e r c e n t  o n  a n o n e x i s t i n g  tax b a s e  is a c r u e l  h o a x  indeed.

T h e  A d v i s o r y  C o m m i s s i o n  o n  I n t e r g o v e r n m e n t a l  R e l a t i o n s ,  in 1963, 

s t a t e d :

O n e  f a c t o r  t h a t  s h o u l d  b e  k e p t  i n  v i e w  in d e t e r m i n i n g  the 

f u t u r e  p o s i t i o n  of the p r o p e r t y  tax is its c l o s e  a l i g n m e n t  

w i t h  the o u t l o o k  for l o c a l  s e l f - g o v e r n m e n t .  It is the 

o n l y  m a j o r  tax a d a p t a b l e  to l o c a l  u s e  g e n e r a l l y ,  r e g a r d l e s s  

of the siz e an d  n a t u r e  of th e  l o c a l  j u r i s d i c t i o n .  A s i d e  

f r o m  b e i n g  a g o o d  r e v e n u e  p r o d u c e r ,  it ha s  th e  d e p e n d a b i l i t y  

a n d  a d j u s t a b i l i t y  that l o c a l  g o v e r n m e n t  ne e d s .  T h e  r e q u i r e d  

r e v e n u e  y i e l d  c a n  be o b t a i n e d  f r o m  y e a r  to y e a r  w i t h  a c o n­

v e n i e n t  r a n g e  of f l e x i b i l i t y  and a s a t i s f a c t o r y  d e g r e e  of 

p r e c i s i o n ,  and  the c o l l e c t i b i l i t y  of b o t h  c l a s s e s  of p r o p e r t y  

t a x e s  is a s s u r e d  by a n  e n f o r c e a b l e  l i e n  o n  the p r o p e r t y .

A d v i s o r y  C o m m i s s i o n  o n  I n t e r g o v e r n m e n t a l  R e l a t i o n s ,  T h e  Ro l e  of 

the S t a t e s  in S t r e n g t h e n i n g  the P r o p e r t y  T a x , Vol. 1, U.S. G o v e r n m e n t

P r i n t i n g  Office, W a s h i n g t o n ,  U.C., J u n e  1963, pp. 68, 69 (unHr,r l i n i n g  
s u p p l i e d ) .  .
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R e m o v i n g  this (oil and gas  p r o p e r t y )  s e g m e n t  of th e  tax b a s e  f r o m  

t a x a t i o n  and, p e r h a p s  n e x t  year, a n o t h e r  s e g m e n t ,  w i l l  u l t i m a t e l y  lead  

to the t o t a l  e r o s i o n  o f  the tax b a s e  of the A l a s k a  B o r o u g h s  a n d  w i l l  

r e s u l t  i n  the c o m p l e t e  d e p e n d e n c e  of l o c a l  g o v e r n m e n t  o n  the t r a n s f e r  of 

f u n d s  f r o m  the S t a t e  or the F e d e r a l  g o v e r n m e n t s .

R e f o r m  o f  the p r o p e r t y  tax so that it m a y  b e c o m e  a m o r e  p o w e r­

ful  s o u r c e  of l o c a l  revenue, w i l l  r e q u i r e  the e r o s i o n  of the 

b a s e  of t h e  p r o p e r t y  tax be h a l t e d  an d e v e n  r e v e r s e d .  T h i s  

a l s o  is m a i n l y  a t a s k  for s t a t e  g o v e r n m e n t s .  S o m e  o f  the e r o s i o n  

is so l o n g - e s t a b l i s h e d  and so w i d e l y  s p r e a d  so as to b e  " i m p e r­

v i o u s  to q u e s t i o n "  ... Bu t  l o c a l  g o v e r n m e n t s  c a n  f a i r l y  a s k

t h a t  the e x e m p t i o n s  no t  b e  b r o a d e n e d  ... E r o s i o n  b y  s t a t e  l e g i s­

l a t i o n  to p r o v i d e  h i d d e n  s u b s i d i e s  to p r i v a t e  p e r s o n s  or f i r m s  

is h i g h l y  q u e s t i o n a b l e . ^

R e d u c i n g  the tax b a s e  of the N o r t h  S l o p e  B o r o u g h  to a  f r a c t i o n  of 

i t s  f u l l - m a r k e t  va l u e,  has the e f f e c t  o f  m a k i n g  its c i t i z e n s  w a r d s  of 

t h e  State. S h o u l d  that c o m e  to pass, o n e  c a n  o n l y  h o p e  t hat th e  s o v e r e i g n  

is g e n e r o u s  a n d  t h a t  i n t e r g o v e r n m e n t a l  t r a n s f e r s  f r o m  t h e  s t a t e  g o v e r n­

m e n t  to t h e  N o r t h  S l o p e  B o r o u g h  g o v e r n m e n t  w i l l  e q u a l  the l o s s  of ■

p r e s e n t  a n d  e x p e c t e d  f u t u r e  p r o p e r t y  tax r e v e n u e .

R a t i o n a l  a n d  s u c c e s s f u l  p l a n n i n g  r e q u i r e s  that th e  p l a n n e r s  a r e  

a s s u r e d  of the r e s o u r c e s  n e c e s s a r y  to i m p l e m e n t  t h e i r  plans. T h e  a n n u a l  

d e p e n d e n c e  u p o n  t h e  S t a t e  a p p r o p r i a t i o n s  p r o c e s s  i n t r o d u c e s  e l e m e n t s  of 

r i s k  an d u n c e r t a i n t y  into the p l a n n i n g  p r o c e s s e s  a n d  w i l l  m a k e  e f f e c t i v e  

l o c a l  p l a n n i n g  im p o s s ib l e .

A n o t h e r  a s p e c t  of the p r o p o s e d  l e g i s l a t i o n  is its i m p a c t  o n  l o c a l  

e m p l o y m e n t .  If, a s  Sec. 4 3 . 5 6 . 0 6 0  p r o p o se d ,  the r e s p o n s i b i l i t y  of 

2
J. A. M a x w e l l ,  F i n a n c i n g  S t a t e  and Local G o v e r n m e n t s , T h e  B r o o k i n g s  

I n s t i t u t i o n ,  W a s h i n g t o n ,  D.C., J a n u a r y  1965, pp. 149, 150.
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a s s e s s i n g  o i l  a n d  gas p r o p e r t i e s  is t r a n s f e r r e d  to the S t a t e  D e p a r t m e n t  of 

R e v e n u e ,  the n e e d  for l o c a l  a s s e s s m e n t  ceases. S i n c e  o i l  and  g a s  p r o p e r­

ties r e p r e s e n t  a n  o v e r w h e l m i n g  f r a c t i o n  of the N o r t h  S l o p e  B o r o u g h ' s  tax 

b ase, it f o l l o w s  that n a t i v e  e m p l o y m e n t  in the B o r o u g h ' s  A s s e s s m e n t  O f f i c e  

w i l l  d e c r e a s e  s i g n i f i c a n t l y .  T h e  B o r o u g h  has, o v e r  the p a s t  t w o y e a r s ,  

i n v e s t e d  h e a v i l y  in n a t i v e  s k i l l s  r e q u i r e d  f o r p r o f e s s i o n a l  t a x  a p p r a i s a l  

a n d  a s s e s s m e n t .  T h e s e  sk i l l s w i l l  be l o s t  to the B o r o u g h .  T h e  s t a f f  of 

the A s s e s s o r ' s  O f f i c e  w i l l  ei t h e r  l e a v e  the a r e a  a n d  s e e k  e m p l o y m e n t  o u t­

s i d e  of th e  B o r ou g h ,  or s e e k  a l t e r n a t i v e ,  n o n - r e l a t e d  e m p l o y m e n t  in the 

B o r o u g h ,  o r  j o i n  the ranks of the u n e m p l o y e d .  E i t h e r  of the t h r e e  a l t e r n a­

tives r o b s  the B o r o u g h  of v i t a l  h u m a n  skills.

S h o u l d  t h e r e s u l t  of Sec. 4 3 . 5 6 . 0 6 0  b e  the c r e a t i o n  o f  a p a r a l l e l  

s t a t e  a s s e s s m e n t  b u r e a u c r a c y  w i t h o u t  r e d u c i n g  the e m p l o y m e n t  in  the l o c a l  

A s s e s s o r ' s  O f f i c e s ,  the cost o f  c o l l e c t i n g  the p r o p e r t y  tax i n c r e a s e s  an d  

e f f i c i e n c y  c r i t e r i o n  of t a x a t i o n  is v i o l a t e d .

O N  C E N T R A L  A S S E S S M E N T

T h e  m o s t  f r e q u e n t l y  v o i c e d  c r i t i c i s m  of the p r o p e r t y  t a x  is that  it 

l a c k s  u n i v e r s a l i t y  an d  un i f o r m i t y,  b o t h  w i t h i n  a n d  b e t w e e n  t a x i n g  j u r i s­

d i c t i o n s  as w e l l  as w i t h i n  a n d  b e t w e e n  c l a s s e s  o f  p r o p e r t y .

T h e  m o s t  f r e q u e n t  r e m e d y  ca l l e d f o r  (other t h a n  o u t r i g h t  a b o l i t i o n  

of the p r o p e r t y  tax) is the e l i m i n a t i o n  of i n e q u i t a b l e  a s s e s s m e n t ,  c o m -  

pet rve u n d e r a s s e s s m e n t ,  a n d  tax e x e m p ti o n s .
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T h e  assessment; of A l a s k a n  o i l  a n d  g a s - r e l e a s e d  p r o p e r t i e s  b a s e d 

o n  s t a t e w i d e  s t a n d a r d s  w i l l  b e  a s t e p  i n  the r i g h t  d i r e c t i o n .  J o i n t  

s t a t e  a n d  l o c a l  a s s e s s m e n t s  by m u t u a l l y  a g r e e d  to s t a n d a r d s  is a n o t h e r  

a l t e r n a t i v e  p a r t i a l  s o l u t i o n .  But, if the s t a t e  (or s t a t e  and local) 

a s s e s s m e n t  s t a n d a r d s  a p p l i e d  to the o i l  a n d  gas i n d u s t r y  d i f f e r  f r o m  

t hose a p p l i e d  to o t h e r  i n d u s t r i e s  o r  o t h e r  p r o p e r t y ,  the r e s u l t  w i l l  

b e ' d i s c r i m i n a t o r y .

If a f i x e d  tax r a t e  is e m p l o y e d  in d e t e r m i n i n g  the o i l  an d  gas 

i n d u s t r i e s '  tax l i a b i l i t y ,  an d  t h a t  r a t e  d i f f e r s  f r o m  t h o s e  i m p o s e d  in 

the v a r i o u s  j u r i s d i c t i o n s  w h e r e  the p r o p e r t i e s  a r e  l o c a t e d ,  d i f f e r e n t i a l  

e f f e c t i v e  tax b u r d e n s  a r e  i m p os e d .

I n  o r d e r  to m i t i g a t e  a ny  i n e q u a l i t y  of the t r e a t m e n t  of p r o p e r t i e s  

i n  th e  s a m e  class, I p r o p o s e  tha t  o i l  a n d  g a s  p r o p e r t i e s  b e  a s s e s s e d  

b y  th e s t a t e  o r  j o i n t  s t a t e  a n d  l o c a l  a s s e s s o r s  i n  the s a m e  m a n n e r  as 

o t h e r  p r o p e r t i e s .  O n c e  the tax b a s e  h a s  b e e n  d e t e r m i n e d ,  e a c h  j u r i s­

d i c t i o n  m a y  l e v y  tha t  t a x  r a t e  p r e v a i l i n g  w i t h i n  its j u r i s d i c t i o n .

T hus, a t  l e a s t  o n e  o f  th e  v a r i a b l e s  w h i c h  c a u s e s  d i f f e r e n t i a l  tax l i a­

bi l i t i e s ,  th e  d e t e r m i n a t i o n  of t h e  ta x ba s e ,  b e c o m e s  a k n o w n  c o n s t a n t .

S U M M A R Y

T h e  p r o p o s e d  l e g i s l a t i o n  a m e n d i n g  A S  43 by a d d i n g  C h a p t e r  56 an d  

a m e n d i n g  A S  4 3 . 4 4 . 0 1 0  ha s  a n u m b e r  of s e r i o u s  s h o r t  a nd  l o n g - r u n  i m p l i­

ca t i o n s  .

T h e  i m m e d i a t e  e f f e c t  is that the p r o p e r t y  tax b a s e s  of a n u m b e r  of 

p o l i t i c a l  s u b d i v i s i o n s  of the S t a t e  o f  A l a s k a  w i l l  v i r t u a l l y  d i s a p p e a r  

at the s t r o k e  of m i d n i g h t  on D e c e m b e r  31, 1973. T h e  m a g n i t u d e  o f  the
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p r o b l e m s  c r e a t e d  for the l o c a l  j u r i s d i c t i o n s  by the d i s a p p e a r a n c e  of 

the tax b a s e  c a n  n o t  y e t  b e  f u l l y  a s s e s s e d .  But, it is c l e a r  that 

e x i s t i n g  p l a n s  for the o p e r a t i o n  o f  l o c a l  g o v e r n m e n t s  and l o n g - r u n  c a p i­

tal i m p r o v e m e n t s  w i l l  h a v e  to b e  d r a s t i c a l l y  a l tered.

F o r  the l o n g - r u n ,  this l e g i s l a t i o n  r e p r e s e n t s  the f i r s t  s t e p  i nto 

the e x e m p t i o n  i n f e r n o  w h i c h  has, for m a n y  d e c a d e s , p l a g u e d  m o s t  o t h e r  

s t a t e s  of t h e  Union.

D iscrirainatorily e x e m p t i n g  c e r t a i n  oi l  an d gas p r o p e r t i e s  f rom 

p r o p e r t y  t a x a t i o n  w i l l  r a i s e  the ta x  b u r d e n  w h i c h  m u s t  b e  b o r n e  by the 

r e s t  of th e  p r o p e r t y  owne r s ,  w i l l  p r o d u c e  the j u s t i f i a b l e  d e m a n d  for 

e q u a l  t r e a t m e n t  by o t h e r  t a x p a y e r s j a n d  w i l l  r e s u l t  in  the e r o s i o n  of the 

t r a d i t i o n a l  tax b a s e  of l o c a l  g o v e r n m e n t s  an d  c a u s e  t h e i r  c o m p l e t e  

f i n a n c i a l  d e p e n d e n c e  u p o n  the st a t e .

S t a t u t o r i l y  f i x i n g  p r o p e r t y  tax r a t e s  a t  the s t a t e  l e v e l  r e m o v e s  

o n e  o f  th e  v i r t u e s  of the p r o p e r t y  tax, its r e s p o n s i v e n e s s  to l o c a l  

n e e d s  an d  l o c a l  c o n d i t i o n s .  T h e  a d m i n i s t r a t i o n  o f  the tax by th e  S t a t e  

D e p a r t m e n t  of R e v e n u e  w i l l  c r e a t e  a n o t h e r  l e v e l  of b u r e a u c r a c y ,  m a y  

d u p l i c a t e  ioc. l e f f orts, a n d  m a y  i n c r e a s e  the c o s t  of tax c o l l e c t i o n .  

A l t e r n a t i v e l y ,  if the s t a t e  w e r e  to a s s u m e  a l l  the f u n c t i o n s  p r e s e n t l y  

p e r f o r m e d  by the l o c a l  a s s e s s o r s ,  s k i l l e d  p e r s o n n e l  m a y  b e  f o r c e d  to 

r e l o c a t e , o r  f ind t h e m s e l v e s  i n  the r a n k s  o f  the u n e m p l o y e d .

E x e m p t i n g  c e r t a i n  A l a s k a n  oi l an d g a s  p r o p e r t i e s  f r o m  p r o p e r t y  

t a x a t i o n  m a y  r e d u c e  the i n c e n t i v e  to p r o d u c e  o i l  f r o m  k n o w n  f i e l d s  a n d  

r e d u c e  the s t a t e’s total r e v e n u e  f r o m  al l  taxes. A l a s k a  w i l l  n o t  b e n e f i t
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f r o m  s u c h  tax e x e m p t i o n s .  T h e  r e s u l t  is that e i t h e r  m a r k e t  p r i c e s  

for p e t r o l e u m  p r o d u c t s  and n a t u r a l  ga s  p aid by c o n s u m e r s  i n  the l o w e r  

48  s t a t e s  a r e  s l i g h t l y  r e d u c e d  (the p r o p e r t y  tax c o n s t i t u t e s  b u t  a 

v e r y  s m a l l  f r a c t i o n  o f  the t o t a l  c o s t  o f  p r o d u c i n g  p r o d u c t s  f o r  s a l e  

in the m a r k e t ) ,  o r  that c o r p o r a t e  p r o f i t s  i n c r e a s e .

MSNW - 20 -
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R o t a t e

o f  ALASKA
DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS

TO: p
V. Kent Dawson 
Fiscal Analyst 
Budget and Audit Committee DATE October 16, 1973

from: Byron I. Mallott,v»-\ SUBJECT:

Commissioner

I have given consideration to the matter of establishment of the State 
Assessment Review Board and assignment of assessment responsibilities, 
relative to property used in the exploration, production, and transporta­
tion of oil and gas, to the Department of Revenue in light of the municipal 
assessment functions monitored and supported by this Department, and 
suggest tnat tne apparent differences in scope and purpose of the 
assessment of the referenced property, as set forth in the package 
submitted for legislative action, warrant separate placement.

Levy and collection of ad valorem taxes iri the manner propcsed by 
the referenced legislation is principally intended to return revenue 
to the State and, as such, is within the purview of that executive 
uepaitiuciiL principally concerned with collection, custody, and manage­
ment of State funds. As a major source of revenues for continuing State 
programs, I am certain that the Department of Revenue will give close 
attention to activity that attends petroleum production on transportation 
activity, developing a system of accounting and assessment that values 
the subject property in a uniform manner.

This Department's assessment program has been limited to monitoring 
the practices of Alaska's municipalities, preparation and revision of a 
handbook on cost appraisal and cither guidelines for municipal assessing, 
computation and determination of the full and true value of real and 
personal property as an adjunct of the school district Foundation Program, 
and direct responsibility in approving rebates to municipal governments 
for the senior citizens' property tax exemption.

Assessment procedures supportive of uniform treatment of oil and gas 
production properties preliminary to levy of ad valorem taxes for State 
functions is not a matter such that responsibility for assuring return 
of revenues should be placed in an executive department with mandate 
to provide maximum assistance to political subdivisions.

If, however, the Legislature suggests amendment or deletion of that 
provision vesting assessment, levy and collection in the State, reserving 
the ad valorem tax power to municipal governments in which the subject 
property has a situs or resolving to shift the emphasis -uch that munici­
palities may be provided a greater share of revenues received, consideration
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may properly be given to the participation of the Department of Community 
and Regional Affairs in review and supervision of the individual efforts 
of political subdivisions in determining property values. Should the 
Legislature alternatively provide that revenues received from an ad valorem 
tax levied on oil property by the State be shared in some manner with all 
local governments, consideration may also properly be given to the partici­
pation of this Department in the administration of that sharing to the extent 
that State local governmental policy and programs may be maximized by that 
participation.
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O r i g i n a l  sponsor': R u l e s  C o m m i t t e e  by O f f e r e d :  1 1 / 1 0 / 7 3
r e q u e s t  of  t he  G o v e r n o r

IN T H E  H O U S E  B Y  T H E  F R E E  C O N F E R E N C E  C O M M I T T E E

F R E E  C O N F E R E N C E  CS F O R  S E N A T E  CS F O R  CS F O R  H O U S E  B I L L  NO. 1 

IN  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  AL A S K A

E I G H T H  L E G I S L A T U R E  - F I R S T  S P E C I A L  S E S S I O N

A B I L L

F o r  an Act e n t i t l e d :  "An Act p r o v i d i n g  for t ax e s  on p r o p e r t y  u s e d  in the

e x p l o r a t i o n  for, p r o d u c t i o n  of, or p i p e l i n e  t r a n s­

p o r t a t i o n  o f  ga s  or u n r e f i n e d  oil; a n d  p r o v i d i n g  for 

an e f f e c t i v e  d a t e . "

BE IT E N A C T E D  Li T H E  L E G I S L A T U R E  C F  T H E  S T A T E  OF ALASKA:

# S e c t i o n  1. AS 43 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  56. O I L  AN D  G A S  E X P L O R A T I O N ,  P R O D U C T I O N  AN D

P I P E L I N E  T R A N S P O R T A T I O N  P R O P E R T Y  TAXES.

Sec. 4 3 - 5 6 . 0 1 0 .  L E V Y  O F  TAX. (a) A n  a n n u a l  tax o f  20 m i l l s  

is l e v i e d  e a c h  tax y e a r  b e g i n n i n g  J a n u a r y  1, 1974, on the full a n d  t r u e  

v a l u e  of t a x a b l e  p r o p e r t y  t a x a b l e  u n d e r  t h i s  chapter.

(b) A m u n i c i p a l i t y  m a y  l evy a n d  c o l l e c t  a tax u n d e r  A S  2 9 . 5 3 . 0 4 5  

at the rat e  o f  t a x a t i o n  that a p p l i e s  to o t h e r  p r o p e r t y  ta x e d  by t h e  

m u n i c i p a l i t y .  A tax c o l l e c t e d  by a m u n i c i p a l i t y  as a u t h o r i s e d  by 

AS 2 9 . 5 3 . 0 4 5  s h a l l  be c r e d i t e d  a g a i n s t  the tax l e v i e d  u n d e r  (a) o f  chis 

s e c t i o n  a n d  s h a l l  be l e v i e d  at a. r a t e  no h i g h e r  t h a n  th e  r a t e  a p p l i c a b l e  

to o t h e r  p r o p e r t y  t a x a b l e  by t he  m u n i c i p a l i t y .  No m u n i c i p a l i t y  m a y  

e x e m p t  fr o m  t a x a t i o n  p r o p e r t y  a u t h o r i z e d  to be t a x e d  u n d e r  t h i s  c h a p t e r .  

E x e m p t i o n s  s h a l l  be l i m i t e d  to t h o s e in AS 2 9 - 5 3 . 0 2 0  a n d  2 9 . 5 3 . 0 2 5  and 

sec. 20 of thi s  c h apter.

(c) If the t otal v a l u e  o f  a s s e s s e d  p r o p e r t y  of f. m u n i c i p a l i t y  

t a x i n g  u n d e r  AS 2 9 . 5 3 . 0 4 5 ( c )  e x c e e d s  the p r o d u c t  o f  2 2 5  p e r  cent of 

the a v e r a g e  p e r  c a p i t a  a s s e s s e d  f ull a n d  t r u e  v a l u e  of p r o p e r t y  in 

the s t a t e  (to be d e t e r m i n e d  by the d e p a r t m e n t  an d r e p o r t e d  to e a c h

-1 -  . F C C S  S C S  C S H B  1
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m u n i c i p a l i t y  by J a n u a r y  15 of e a c h  y e ar )  m u l t i p l i e d  by the n u m b e r  of 

r e s i d e n t s  of t h e  t a x i n g  m u n i c i p a l i t y ,  th e  d e p a r t m e n t  s h a l l  d e s i g n a t e  the 

p o r t i o n  o f  the tax b a s e  a g a i n s t  w h i c h  th e  l o c a l  tax m a y  b e  a p p l i e d .

Sec. '13.56.020. E X E M P T I O N S .  (a) T h e  f o l l o w i n g  a r e  e x e m p t  fr o m  

l o c a l  t a x e s l e v i e d  or a u t h o r i z e d  u n d e r  sec. 10(b) of t h i s  c h a p t e r .

(1) p r o p e r t y  r i g h t s  a t t a c h e d  to or i n h e r e n t  in th e  r i g h t  

to e x p l o r e  for o r  p r o d u c e  oi l  or gas;

(2) o i l  or g a s  l e a s e s  or p r o p e r t i e s ,  w h e t h e r  p r o d u c i n g  or

n o t ;

(3) oil or g a s  in p l a c e ;

(4) o i l  or g a s  p r o d u c e d  or  e x t r a c t e d  in t he  st a t e ;

(5) the v a l u e  o f  i n t a n g i b l e  d r i l l i n g  e x p e n s e s  a n d  e x p l o r a t i o n

e x p e n s e s ;

(6) a n  i n t e r e s t  in p r o p e r t y  d e s c r i b e d  in A S  A 3 . 5 5 . 0 1 0 ( b ) ;

(7) b e f o r e  t h e  c o n s t r u c t i o n  c o m m e n c e m e n t  d a t e ,  p r o p e r t y

t a x e d  u n d e r  sec. 10(a) of t h i s  c h a p t e r  vrhich is c o m m i t t e d  b y  c o n t r a c t  

o r  o t h e r  a g r e e m e n t  fo r  u s e  in t h i s  s t a t e  p r i m a r i l y  f o r  p i p e l i n e  t r a n s­

p o r t a t i o n  o f  g a s  or u n r e f i n e d  o i l  or f o r  t h e  p r o d u c t i o n  o f  g a s  o r  u n­

r e f i n e d  oil to be t r a n s p o r t e d  by t h a t  p i p e l i n e ;

(8) b e f o r e  the c o n s t r u c t i o n  c o m m e n c e m e n t  d a t e , p r o p e r t y  t a x e d

u n d e r  sec. 10(a) o f  t his c h a p t e r  w h i c h  is c o m m i t t e d  b y  c o n t r a c t  o r  o t h e r

a g r e e m e n t  for u s e  in t h i s  s t a t e  p r i m a r i l y  in th e  o p e r a t i o n  o r  m a i n t e n­

an c e  of  f a c i l i t i e s  for p i p e l i n e  t r a n s p o r t a t i o n  o f  g a s  or u n r e f i n e d  oil, 

or f a c i l i t i e s  f o r  p r o d u c t i o n  of g a s  or u n r e f i n e d  oil to be t r a n s p o r t e d  

b y  tha t p i p e l i n e .

(b) In (a)(2) o f  t h i s  s e c t i o n ,  " p r o p e r t i e s "  m e a n s  m i n e r a l  i n t e r­

es t s  in oil a n d  g a s  a n d  w o r k i n g  i n t e r e s t s ,  r o y a l t y  i n t e r e s t ,  a n d  o v e r­

r i d i n g  r o y a l t y  i n t e r e s t s  in oil a n d  g a s  leas e s .

Sec. A 3 . 5 6. 0 3 0 .  I N  P L A C E  O P  O T H E R  T A X E S .  E x c e p t  f o r  t h o s e  taxes 
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i m p o s e d  u n d e r  ch. 55 a n d  ch. 57 o f  t h i s  t i t l e ,  t h e  t a x e s  l e v i e d  or 

a u t h o r i z e d  u n d e r  sec. 10(b) o f  t h i s  c h a p t e r  a r e  in p l a c e  of

^  (1) a l l  o t h e r  ad v a l o r e m  t a x e s  o r  o t h e r  t a x e s  i m p o s e d  by

a m u n i c i p a l i t y  ori p r o p e r t y  s u b j e c t  to t a x  u n d e r  t h i s  c h a p t e r  or 

e x e m p t e d  f r o m  t a x a t i o n  by sec. 20 of t h i s  c h a p t e r ,  and

(2) a l l  o t h e r  t a x e s  i m p o s e d  by  a m u n i c i p a l i t y  o n  or w i t h  

r e s p e c t  to the p r o p e r t y  s u b j e c t  to  tax u n d e r  t h i s  c h a p t e r  or e x e m p t e d  

f r o m  t a x a t i o n  by sec. 20 o f  ti s c h a p t e r ,  i n c l u d i n g ,  b u t  n o t  l i m i t e d  to,

(A) t a x e s  on t h e  r e t a i l  s a l e  o r  u s e  o f  t n e  p r o p e r t y  

e x c e p t  for the r e t a i l  s a l e s  t a x  o n  the f i rs t  $ 1 , 0 0 0  o f  e a c h  sale;

(B) t a x e s  on  the sa l e  o r  u s e  o f  g a s  or u n r e f i n e d  oil;

(C) t a x e s  on th e  s a l e  o r  u s e  of s e r v i c e s  u s e d  in or

a ^ o c l a t e c !  w i t h  t h e  p r o p e r t y  or in its e r e c t i o n ,  c o n s t r u c t i o n ,  

m a i n t e n a n c e  or o p e r a t i o n  e x c e p t  f o r  t h e s a l e s  tax on t h e  first 

$ 1 , 0 0 0  cf e a c h  sale;

(D) t a xe s  on or m e a s u r e d  by g r o s s  or net i n c o m e  f r o m

t he p r o p e r t y ,  i n c l u d i n g  i n c o m e  fr o m  th e  e x p l o r a t i o n  for, p r o d u c t i o n

of, nr p i D e l i n e  t r a n s p o r t a t i o n  of g a s  o r  u n r e f i n e d  oil o r  p r o p e r t y ;  

and

(E) a n y  l i c e n s e ,  e x c i s e ,  fee. c h a r g e  or o t h e r  tax on 

or p e r t a i n i n g  to th e  p r o p e r t y  or s e r v i c e s .

Sec. A 3 . 5 6 . O A O .  S T A T E  A S S E S S M E N T  R E V I E W  BOARD. T h e  S t a t e  

A s s e s s m e n t  R e v i e w  B o a r d  is c r e a t e d  w i t h i n  t h e  D e p a r t m e n t  o f  R e v e n u e .

T h e  b o a r d  c o n s i s t s  of five p e r s o n s  a p p o i n t e d  by t h e  g o v e r n o r  to s e r v e  

at his p l e a s u r e ,  e a c h  o f  w h o m  m u s t  b e  k n o w l e d g e a b l e  of a s s e s s m e n t  

p r o c e d u r e s .  E a c h  b o a r d  m e m b e r  is s u b j e c t  to c o n f i r m a t i o n  by a m a j o r i t y

o f  the m e m b e r s  of the l e g i s l a t u r e  in joirt s es s i o n .

Sec. A 3 .56 .050. P E R D I E M  A M D  E X P E N S E S .  M e m b e r s  o f  t h e  b o a r d  

sh a l l  r e c e i v e  p e r  d i e m  a n d  e x p e n s e s  a u t h o r i s e d  by lav/ f or  b o a r d s  and
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c o m m i s s i o n s .

Sec. *13.5 6 .0 6 0 . A S S E S S M E N T .  (a) T h e  d e p a r t m e n t  s h a l l  a s s e s s  

p r o p e r t y  for the tax l e v i e d  u n d e r  sec. 10(b) o f  thi s  c h a p t e r  a n d  

AS 2 9 . 5 3 . 0 ^ 5  o n  p r o p e r t y  u s e d  or c o m m i t t e d  by c o n t r a c t  o r  o t h e r  a g r e e­

m e n t  for use  fo r  t h e  p i p e l i n e  t r a n s p o r t a t i o n  o f  gas or u n r e f i n e d  oil 

or for t h e  p r o d u c t i o n  of ga s  or u n r e f i n e d  oil at its full and t r u e  

v a l u e  as of J a n u a r y  1 of the a s s e s s m e n t  year.

(b) T h e  d e p a r t m e n t  s h al l  a s s e s s  p r o p e r t y  for th e  t a x e s  l e vi e d  

u n d e r  sec. 10(a) o f  thi s c h a p t e r  at its full a n d  t r u e  v a l u e  as of 

J a n u a r y  1 of the a s s e s s m e n t  y e a r  e x c e p t  t hat i n  the c ase of  t a x a b l e  

p r o p e r t y  u s e d  o r  c o m r u t t e d  by c o n t r a c t  or o t h e r  a g r e e m e n t  for the 

p i p e l i n e  t r a n s p o r t a t i o n  o f  ga s  or u n r e f i n e d  oi l  or for t h e  p r o d u c t i o n  

of g as  o r  u n r e f i n e d  oil to be t r a n s p o r t e d  by that p i p e l i n e ,  th e  first 

a s s e s s m e n t  d a t e  s h a l l  be U i e c o n s t r u c t i o n  c o m m e n c e m e n t  date. If the  

c o n s t r u c t i o n  c o m m e n c e m e n t  d a t e  is u s e d  as the a s s e s s m e n t  d ate, t he  tax

p a y a b l e  s h a l l  b e  p r o r a t e d  on t h e  b a s i s  o f  the a s s e s s m e n t  y e a r  r e m a i n i n g .

(c) T h e  full a n d  t r u e  v a l u e  o f  t a x a b l e  p r o p e r t y  u s e d  or c o m m i t t e d  

by c o n t r a c t  or o t h e r  a g r e e m e n t  f o r  u s e  in the e x p l o r a t i o n  for g a s  or 

u n r e f i n e d  oil, o r  in the o p e r a t i o n  o r  m a i n t e n a n c e  of f a c i l i t i e s  for the 

e x p l o r a t i o n  f o r  ga s  or u n r e f i n e d  oil, is the e s t i m a t e d  p r i c e  w h i c h  the 

p r o p e r t y  w o u l d  b r i n g  in an o p e n  m a r k e t  an d  u n d e r  the t h e n  p r e v a i l i n g  

m a r k e t  c o n d i t i o n s  in a s a l e  b e t w e e n  a w i l l i n g  s e l l e r  and a w i l l i n g  

b uyer1 b o t h  c o n v e r s a n t  w i t h  th e  p r o p e r t y  a n d  w i t h  p r e v a i l i n g  g e n e r a l  

p r i c e  levels.

(d) T h e  full a* t r u e  v a l u e  o f  t a x a b l e  p r o p e r t y  u s e d  or c o m m i t t e d  

by c o n t r a c t  or o t h e r  a g r e e m e n t  for th e  p r o d u c t i o n  of ga s  or  u n r e f i n e d  

o i l  or in the o p e r a t i o n  o r  m a i n t e n a n c e  o f  f a c i l i t i e s  for t h e  p r o d u c t i o n

o f  g a s  o r  u n r e f i n e d  oil is:

(1) on t h e  c o n s t r u c t i o n  c o m m e n c e m e n t  d ate the a c t u a l  cost 
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i n c u r r e d  or a c c r u e d  w i t h  r e s p e c t  to the p r o p e r t y  as of th e  d a t e  of 

a s s e s s m e n t ;

(2) d e t e r m i n e d  on e a c h  J a n u a r y  1 t h e r e a f t e r  on  the b a s i s  

of r e p l a c e m e n t  cost les s  d e p r e c i a t i o n  b a s e d  o n  the e c o n o m i c  l i f e  of 

p r o v e n  r e s e rv e s .

(o ) 'J'he full a n d  true v a l u e  o f  t a x a b l e  propert,' u s e d  or c o m m i t t e d  

by contract: or o t h e r  a g r e e m e n t  for p i p e l i n e  t r a n s p o r t a t i o n  of g a s  or 

u n r e f i n e d  oil or In the o p e r a t i o n  or m a i n t e n a n c e  of f a c i l i t i e s  for 

the p i p e l i n e  t r a n s p o r t a t i o n  o f  g a s  or u n r e f i n e d  oil is:

(1) on the c o n s t r u c t i o n  c o m m e n c e m e n t  d ate and until 

J a n u a r y  1 f o l l o w i n g  the d a t e  t h e  p i p e l i n e  b e g i n s  to t r a n s p o r t  g a s  or 

u n r e f i n e d  oil, the a c t u a l  cost i n c u r r e d  o r  a c c r u e d  w i t h  r e s p e c t  to the 

p r o p e r t y  a s  of the d a t e  o f  a s s e s s m e n t ;

(2) d e t e r m i n e d  on e a c h  J a n u a r y  1 t h e r e a f t e r  w i t h  du e  r e g a r d  

to the f?conomic v a l u e  o f  the p r o p e r t y  b a s e d  on the e s t i m a t e d  l i f e  of  

the p r o v e n  r e s e r v e s  o f  ga s  or u n r e f i n e d  o i l  t h e n  t e c h n i c a l l y ,  e c o n o m i­

ca l l y  and l e g a l l y  d e l i v e r a b l e  i n t o  the t r a n s p o r t a t i o n  fa c i l i t y ;  

h o w e v e r ,  if the p r o v e n  r e s e r v e s  of g a s  o r  u n r e f i n e d  oi l  t h e n  t e c h n i­

cally, e c o n o m i c a l l y  a n d  l e g a l l y  d e l i v e r a b l e  i n d i c a t e  a n  e c o n o m i c  l i f e  

m a t e r i a l l y  s h o r t e r  tha n  the e s t i m a t e d  p h y s i c a l  life o f  the t r a n s p o r t a­

tio n  f a c i l i t y ,  the full an d  t rue v a l u e  is the a c t u a l  cost r e d u c e d  by 

an a n n u a l  a l l o w a n c e  f o r  d e p r e c i a t i o n  on a s t r a i g h t  line  b a s i s  o v e r

an e c o n o m i c  .life b a s e d  on the a c t u a l  e l a p s e d  l i f e  f r o m  the c o m m e n c e m e n t  

of full o p e r a t i o n  to the d a t e  of a s s e s s m e n t  p lu s  the e s t i m a t e d  r e m a i n­

in g  lif e  o f  the p r o v e n  r e s e r v e s  of g a s  and u n r e f i n e d  o i l  th e n  t e c h n i­

cally, e c o n o m i c a l l y  a n d  l e g a l l y  d e l i v e r a b l e  i n t o  the t r a n s p o r t a t i o n  

f a c i l i t y  as of the d a t e  o f  th e  a s s e s s m e n t ;

(3) o n  the a s s e s s m e n t  d a t e  n e x t  f o l l o w i n g  i n a b i l i t y  to u s e  

or c o n s t r u c t  a l l  or a s u b s t a n t i a l  p a r t  o f  the f a c i l i t y  for a p e r i o d  o f
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90 or m o r e  c o n s e c u t i v e  d a y s  b e c a u s e  o f  n a t u r a l  d i s a s t e r  or l e g a l  p r o­

hi b i t i o n ,  or o t h e r  e v e n t s  b e y o n d  the c o n t r o l  of a p e r s o n  h a v i n g  o w n e r­

ship or  c o n t r o l  o f  t h e  p r o p e r t y ,  a d j u s t e d  to tak e  int o a c c o u n t  a n y  

d i m i n u t i o n  in value.

(f) F o r  p u r p o s e s  of th i s  s e c t i o n ,  " a c t u a l  cost" and " r e p l a c e m e n t  

c ost" do n o t  i n c l u d e  i n t e r e s t  c a p i t a l i z e d  b e f o r e  or d u r i n g  the p e r i o d  

of c o n s t r u c t i o n  n o r  t h e  v a l u e  o f  i n t a n g i b l e  d r i l l i n g  e x p e n s e s .  In 

the c a s e  o f  t a x a b l e  p r o p e r t y  u n d e r  c o n s t r u c t i o n ,  " a c t u a l  c o s t "  f o r  

p u r p o s e s  of this s e c t i o n  m e a n s  t h e  c o s t s  i n c u r r e d  or a c c r u e d  w i t h  

r e s p e c t  to the p r o p e r t y  as of the  d a t e  of a s s e s s m e n t .

(g) T h e  d e p a r t m e n t  m a y  e n t e r  i n t o  a g r e e m e n t s  w i t h  a m u n i c i p a l i t y  

f o r  the c o o p e r a t i v e  o r  j o i n t  a d m i n i s t r a t i o n  of the a s s e s s i n g  a u t h o r i t y  

c o n f e r r e d  on the d e p a r t m e n t  b y  t h i s  s e c t i o n .

Sec. jJ3 . 5 6 . 0 7 0 .  R E T U R N S .  (a) T h e  d e p a r t m e n t  m a y  r e q u i r e  by

n o t i c e  e v e r y  p e r s o n  h a v i n g  o w n e r s h i p  o r  c o n t r o l  o f  an i n t e r e s t  in 

p r o p e r t y  t a x a b l e  u n d e r  thir c h a p t e r  to s u b m i t  a r e t u r n  in the f o r m

p r e s c r i b e d  by the d e p a r t m e n t ,  b a s e d  o n  p r o p e r t y  v a l u e s  e x i s t i n g  o n

J a n u a r y  1 o f  e a c h  y e a r ,  e x c e p t  as otherv/ise p r o v i d e d  in this c h a p t e r .

(b) T n e  d e p a r t m e n t  by w r i t t e n  n o t i c e  m a y  r e q u i r e  a p e r s o n  to 

p r o v i d e  a d d i t i o n a l  i n f o r m a t i o n  w i t h i n  30 d a y s  o f  the notice.

Sec. 3 . 5 6 . 0 8 0 .  I N V E S T I G A T I O N .  (a) The d e p a r t m e n t  m a y  m a k e  a n  

i n v e s t i g a t i o n  o f  p r o p e r t y  o n  w h i c h  a r e t u r n  has  b een f iled o r  of 

t a x a b l e  p r o p e r t y  u p o n  w h i c h  no r e t u r n  ha s  b e e n  filed. In e i t h e r  case, 

t h e  d e p a r t m e n t  m a y  m a k e  its o w n  v a l u a t i o n  o f  the t a xa b l e  p r o p e r t y ,  

w h i c h  is p r i m a  f a c i e  e v i d e n c e  oi f u l l  a n d  tru e  value.

(b) A n  e m p l o y e e  o r  a g e n t  o f  the d e p a r t m e n t  m a y  e n t e r any p r e m i s e  

n e c e s s a r y  f o r  the i n v e s t i g a t i o n  d u r i n g  r e a s o n a b l e  h ours and ma y  e x a m i n e  

p r o p e r t y  a n d  a p p r o p r i a t e  r e c o r d s .  T h e  o w n e r  of the t a xa b l e  p r o p e r t y  

u p o n  r e q u e s t  s h a l l  f u r n i s h  to the e m p l o y e e  o r  a g e n t  o f  the d e p a r t m e n t  
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r e a s o n a b l e  a s s i s t a n c e  r e q u i r e d  f o r  the i n v e s t i g a t i o n .  If r e f u s e d  entry, 

the d e p a r t m e n t  m a y  s e e k  a c o u r t  o r d e r  to c o m p e l  entry.

(c) F o r  the p u r p o s e  o f  the i n v e s t i g a t i o n  the o w n e r  of the t a x a b l e  

p r o p e r t y  or his r e p r e s e n t a t i v e  m a y  be r e q u i r e d  to p r e s e n t  h i m s e l f  for 

e x a m i n a t i o n  u n d e r  o a t h  by the d e p a r t m e n t .

Sec. *13.5 6 .0 9 0 . A S S E S S M E N T  ROLL. The d e p a r t m e n t  s h a l l  p r e p a r e  

a n n u a l l y  the a s s e s s m e n t  r o l l  fo r  t a x a t i o n  u n d e r  this c h a p t e r .  The 

r o l l  s h a l l  c o nt a i n :

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

(2) the a s s e s s e d  v a l u e  o f  al l  t a x a b l e  p r o p e r t y ;

(3) t h e  n a m e s  a n d  a d d r e s s e s  o f  p e r s o n s  o w n i n g  p r o p e r t y  

s u b j e c t  to a s s e s s m e n t  a n d  t a x a t i o n .

Sec. 4 3 . 5 6 . 1 0 0 .  A S S E S S M E N T  N O T I C E ,  (a) On or b e f o r e  M a r c h  1 

o f  e a c h  y ear, the d e p a r t m e n t  s h a l l  send to e v er y  o w n e r  o f  t a x ab l e  

p r o p e r t y  n a m e d  in the a s s e s s m e n t  r o l l  a n o t i c e  of a s s e s s m e n t ,  s h o w i n g  

the a s s e s s e d  v a l u e  of the p r o p e r t y .  N o t i c e  o f  a s s e s s m e n t  is e f f e c t i v e  

o n  the d a t e  o f  m a i l i n g .

(b) T h e  d e p a r t m e n t  s h a l l  s e n d  to a m u n i c i p a l i t y  a c opy o f  the 

n o t i c e  o f  a s s e s s m e n t  on any t a x a b l e  p r o p e r t y  w h i c h  is a s s e s s e d  u n d e r  

th e  p r o v i s i o n s  o f  this c h a p t e r  a n d  w h i c h  is l o c a t e d  in the m u n i c i p a l i t y  

a n d  o n  w h i c h  a t a x is a u t h o r i s e d  u n d e r  sec. 10(b) of this c h a p t e r.

Sec. 4 3 . 5 6 . 1 1 0 .  A F . E A L  TO T H E  D E P A R T M E N T .  (a) A n  o w n e r  of 

t a x a b l e  p r o p e r t y  o r  a m u n i c i p a l i t y  r e c e i v i n g  an a s s e s s m e n t  n o t i c e  m a y  

o b j e c t  to the a s s e s s m e n t  by a d v i s i n g  th e  d e p a r t m e n t  in w r i t i n g  of the 

o b j e c t i o n s  to the a s s e s s m e n t  w i t h i n  20 d a y s  o f  the e f f e c t i v e  d a t e  of 

the noti c e .

(b) Th e d e p a r t m e n t  s h a l l  p r o v i d e  by r e g u l a t i o n  for n o t i c e s  of 

a p p e a l s  to i n t e r e s t e d  p e r s o n s  a n d  m u n i c i p a l i t i e s .

(c) F o l l o w i n g  an o b j e c t i o n  t h e  d e p a r t m e n t  ma y  a d j u s t  the a s s e s s -
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m e n t  a n d  the a s s e s s m e n t  roll. A n  a d j u s t m e n t  b a s e d  on  a n  o b j e c t i o n

f r o m  a n  o w n e r  o f  t a x a b l e  p r o p e r t y  or a m u n i c i p a l i t y  s h a l l  be m a d e

w i t h i n  30 d a y s  of the e f f e c t i v e  d a t e  o f  the n o t i c e  of - s s e s s m e n t .

Sec. 113.56.120. A P P E A L  TO T H E  S T A T E  A S S E S S M E N T  R E V I E W  BOARD.

(a) A f t e r  a r u l i n g  by the d e p a r t m e n t  o n  an a p p e a l  m a d e  u n d e r  sec. 110 

o f  this c h ap t e r ,  the o w n e r  or  a m u n i c i p a l i t y  m a y  f u r t h e r  appeal to the 

board. The a p p e a l  m u s t  be f i l e d  in w r i t i n g  w i t h i n  50 d a y s  o f  the 

e f f e c t i v e  d a t e  of  the n o t i c e  o f  a s s e s s m e n t .

(b) Th e  b o a r d  s h a l l  p r o v i d e  by r e g u l a t i o n  fo r  n o t i c e s  o f  a p p e a l s

to i n t e r e s t e d  p e r s o n s  a n d  m u n i c i p a l i t i e s .

Sec. '13.56.130. H E A R I N G S  O P  S T A T E  A S S E S S M E N T  R E V I E W  BO A R D .  (a) 

T h e  boat'd s h a l l  hea r  a p p e a l s  f i l e d  u n d e r  sec. 120 ( a )  o f  this c h a p t e r .

(b) A m a j o r i t y  of  the b o a r d  c o n s t i t u t e s  a q u o r u m  r e q u i r e d  to 

t r a n s a c t  bu si n e s s .

(c) T h e  b o a r d  s h a l l  p r o v i d e  by r e g u l a t i o n  f o r n o t i c e s  o f  h e a r i n g s  

to i n t e r e s t e d  p e r s o n s  a n d  m u n i c i p a l i t i e s .

(d) If an a p p e l l a n t  f a i l s  to a p p e a r  at tne h e a r i n g ,  the b o a r d  

m a y  p r o c e e d  w it h  the h e a r i n g  in his a b s e n c e .

(e) T h e  a p p e l l a n t  b e a r s  the b u r d e n  o f  p r o o f  a t  the h e a r i n g .

(f) T h e  o n l y  g r o u n d s  f o r  a d j u s t m e n t  o f  a s s e s s e d  v a l u e  is p r o o f  of 

u n e q u a l ,  e x c e s s i v e  or i m p r o p e r  v a l u a t i o n  or v a l u a t i o n  n o t  d e t e r m i n e d  in 

a c c o r d a n c e  w i t h  the s t a n d a r d s  set ou t  in this c h a p t e r ,  b a s e d  o n  

f a c t s  s ta t e d  in a w r i t t e n  a p p e a l  t i m e l y  f i l e d  o r  p r o v e d  at the h e a r i n g .

(g) Th e  b o a rd  s h a l l  c e r t i f y  its d e t e r m i n a t i o n s  to the d e p a r t m e n t  

w i t h i n  s e v e n  d ay s  o f  the h e a r i n g .

(h) T h e  d e p a r t m e n t  s h a l l  e n t e r  the c h a n g e s  an d  c e r t i f y  the f inal 

a s s e s s m e n t  r o l l  on or b e f o r e  J u n e  1 o f  e a c h  y e a r  a n d  by J u l y  1 s h a l l 

m a i l  to the o w n e r  o f  t a x a b l e  p r o p e r t y  o r  his a u t h o r i z e d  a g e n t  a 

s t a t e m e n t  o f  the a m o u n t  o f  tax due.

P C C S  S C S  C S H B  1 -8-
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(i) A n  owner* or m u n i c i p a l i t y  may a p p e a l  to the s u p e r i o r  c o u r t  

for, an d  is e n t i t l e d  to, t r i a l  ae novo o f  the b o a r d ' s  a c ti o n .

Sec. *13.56.1*40. S U P P L E M E N T A R Y  A S S E S S M E N T  ROLLS. T h e  d e p a r t m e n t  

s h a l l  i n c l u d e  p r o p e r t y  o m i t t e d  f r o m  the a s s e s s m e n t  ro l l  on a s u p p l e­

m e n t a r y  roll, u s i n g  the p r o c e d u r e s  set o u t  in this c h a p t e r  for the 

o r i g i n a l  roll.

Sec. *13.56.150. C O L L E C T I O N  A M D  D E P O S I T .  (a) The tax l e v i e d  by 

sec. 1 0(a) of  this c h a p t e r  is p a y a b l e  to the d e p a r t m e n t  o n  or b e f o r e  

S e p t e m b e r  30 o f  the t a x a b l e  year.

(b) Th e d e p a r t m e n t  m a y  p r o v i d e  for v o l u n t a r y  p r e p a y m e n t  and fo r  

p a y m e n t  by I n s t a l l m e n t s .

( c ) T h e  tax l e v i e d  u n d e r  sec. 10(a) o f  this c h a p t e r ,  i n t e r e s t 

an d  p e n a l t i e s  c o l l e c t e d  w i t h  r e s p e c t  to this levy s h a l l  be d e p o s i t e d  

in the g e n e r a l  f u n d .

Sec. *13.56.160. I N T E R E S T  AN D  P E N A L T Y .  W h e n  the tax l e v i e d  by 

sec. 1 0(a) o f  this c h a p t e r  b e c c m e s  d e l i n q u e n t ,  a p e n a l t y  o f  10 per cen t  

s h a l l  be adde d .  I n t e r e s t  on the d e l i n q u e n t  taxes, e x c l u s i v e  o f  p e n a l t y ,  

s h a l l  be a s s e s s e d  at a r a t e  c f  eight p e r  cent a year.

Sec. '43.56.170. L I E N  F O R  TAX. T h e  tax l e v i e d  u n d e r  sec. 10(a) 

o f  this c h a p t e r  and the i n t e r e s t  a n d  p e n a l t y  p r o v i d e d  in s e c . 160 of 

thi s c h a p t e r  a r e  f i r s t  a n d  p a r a m o u n t  l i e n s  on the p r o p e r t y  s u b j e c t  to 

tax u n d e r  this c h ap t e r .

Sec. *13.56.180. R E M E DY .  The r e m e d y  of d i s t r a i n t  o f  p r o p e r t y  

set out in AS *13.20.270 a p p l i e s  to the ta x  l ev i e d  by sec. 10(a) of 

t hi s  c h a p t e r .  H c / ever, o n l y  p r o p e r t y  s u b j e c t  to the tax may be d i s­

tra i n e d  .
V

Sec. *13.56.190. ’ PE N A L T I E S .  A p e r s o n  w h o  k n o w i n g l y  f a i l s  to
t ,

f i l e  a r e t u r n  w h e n  d u e , o r  w h o  m a k e s  a f a l s e  s t a t e m e n t  in a r e t u r n
I

r e q u i r e d  u n d e r  this c l u s t e r  w i t h  i n t e n t  to e v a d e  t a x a t i o n  is g u i l t y  of
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a m i s d e m e a n o r  and u p o n  c o n v i c t i o n  is p u n i s h a b l e  ' *f a f i n e  of  no t  m o r e  

t h a n  $ 1 , 0 0 0  o r  by i m p r i s o n m e n t  for not m o r e  t h a n  s i x  m o n t h s ,  o r  by both, 

t o g e t h e r  w i t h  the c o s t s  o f  p r o s e c u t i o n ,  n o t w i t h s t a n d i n g  the p r o v i s i o n s  

o f  AS  1 2 . 8 0 . 0 3 0 .

Sec. 4 3 . 5 6 . 2 0 0 .  R E G U L A T I O N S .  The b o a r d  and t h e  d e p a r t m e n t  m a y  

a d o p t  r e g u l a t i o n s  I n  a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  A c t  

(AS 4 4 . 6 2 )  as a p p r o p r i a t e  to c a r r y  out t he i r  r e s p e c t i v e  d u t i e s  u n d e r  

t h i s  c h a p t e r .

Sec. 4 3 . 5 6 . 2 1 0 .  D E F I N I T I O N S .  In this c h a p t e r

(1) " b o a r d " m e a n s  S t a t e  A s s e s s m e n t  R e v i e w  Board;

(2) " c o n s t r u c t i o n  c o m m e n c e m e n t  d a t e "  m e a n s  the e a r l i e r  

o f  A p r i l  1, 197^ o r  the d a t e  the f o l l o w i n g  occur:

(A) t h e r e  has bee n  i s s u e d  to the o w n e r  o r  his a g e n t  

r i g h t - o f - w a y  p e r m i t s ,  l e a s e s ,  and t i t l e  and o t h e r  r i g h t s  in lan d s ,  

a n d  o t h e r  a p p r o v a l s ,  p e r m i t s ,  l i c e n s e s  a n d  c e r t i f i c a t e s ,  by 

f e d e r a l ,  s t a t e  an d  l o c a l  a g e n c i e s  that a r e a s o n a b l e  and p r u d e n t  

p e r s o n  w o u l d  c o n s i d e r  a d e q u a t e  to c o m m e n c e  c o n s t r u c t i o n  o f  th e  

f a c i l i t i e s  in the e x p e c t a t i o n  that all o t h e r  a p p r o v a l s ,  p e r m i t s ,  

l i c e n s e s  a n d  c e r t i f i c a t e s  n e c e s s a r y  f o r  the c o m p l e t i o n  of  

f a c i l i t i e s  w i l l  be o b t a i n e d ;

(B) a l l  a p p r o v a l s ,  p e r m i t s ,  l i c e n s e s  an d  c e r t i f i c a t e s  

a r e  in full f o r c e  an d  e f f e c t ,  u n r e v o k e d  an d  w i t h o u t  any  m o d i f i­

ca t i o n ,  w h i c h  m i g h t  j e o p a r d i z e  the c o m p l e t i o n  or c o n t i n u e d  

c o n s t r u c t i o n  o f  the f a c i l i t i e s ;  an d

(C) no o r d e r ,  J u d g m e n t ,  d e c r e e ,  d e t e r m i n a t i o n  or 

a w a r d  o f  a f e d e r a l ,  s t a t e  or  l o c a l  c o u r t  or a d m i n i s t r a t i v e  or 

r e g u l a t o r y  a g e n c y  e n j o i n i n g ,  e i t h e r  t e m p o r a r i l y  o r  p e r m a n e n t l y ,  

t h e  c o n s t r u c t i o n  o r  the c o n t i n u a t i o n  o f  c o n s t r u c t i o n  of  the 

f a c i l i t i e s  is In e f f e c t ;
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(3) " d e p a r t m e n t "  m e a n s  the D e p a r t m e n t  of R e v e n u e ;

(J|) "gas" i n c l u d e s  a l l  n a t u r a l  gas an d  all h y d r o c a r b o n s  

p r o d u c e d  at the w e l l h e a d  n o t  d e f i n e d  as oil;

(5) " i n t a n g i b l e  d r i l l i n g  e x p e n s e s "  m e a n s  t h o s e  e x p e n s e s  

d e f i n e d  in sec. 26 3 (c )  o f  the U n i t e d  S t a t e s  I n t e r n a l  R e v e n u e  C o d e  

as d e f i n e d  on the e f f e c t i v e  d a t e  of thi s  p a r a g r a p h ;

(6) " t a x a b l e  p r o p e r t y "  m e a n s  r e a l  a n d  t a n g i b l e  p e r s o n a l  

p r o p e r t y  u s e d  or c o m m i t t e d  by c o n t r a c t  or  o t h e r  a g r e e m e n t  for use  

w i t h i n  t h i s  s t a t e  p r i m a r i l y  in the e x p l o r a t i o n  for, p r o d u c t i o n  of, 

or p i p e l i n e  t r a n s p o r t a t i o n  of g a s  or u n d e f i n e d  oi l  ( e x c e p t  for 

p r o p e r t y  u s e d  s o l e l y  for the r e t a i l  d i s t r i b u t i o n  or l i q u e f i c a t i o n  

of n a t u r a l  gas), or i n  the o p e r a t i o n  o r  m a i n t e n a n c e  of f a c i l i t i e s  

u s e d  in the e x p l o r a t i o n  for, p r o d u c t i o n  of, or p i p e l i n e  t r a n s p o r t a t i o n  

of gas or u n r e f i n e d  oil, i n c l u d i n g  m a c h i n e r y ,  a p p l i a n c e s ,  s u p p l i e s ,  

e q u i p m e n t ,  d r i l l i n g  rigs, w e l l s  ( w h e t h e r  p r o d u c i n g  or not), g a t h e r i n g  

l i n e s a n d  t r a n s m i s s i o n  lines, p u m p i n g  s t a t i o n s ,  c o m p r e s s o r  s t a t i o n s ,  

p o w e r  p l a n t s ,  t o p p i n g  p l a n t s ,  p r o c e s s i n g  uni t s , r oa d s ,  t a n k  far m s,  

t a n k e r  t e r m i n a l s ,  d o c k s  a n d  o t h e r  p o r t  f a c i l i t i e s ,  a i r  s t r i p s  a n d  

c o m m u n i c a t i o n  e q u i p m e n t  a n d  f a c i l i t i e s ,  m a i n t e n a n c e  e q u i p m e n t  an d  

f a c i l i t i e s ,  an d  m a i n t e n a n c e  c a m p s  and o t h e r  r e l a t e d  f a c i l i t i e s ;  " t a x a b l e  

p r o p e r t y "  doe s  not i n c l u d e  p e r m a n e n t  r e s i d e n c e s ,  o f f i c e  b u i l d i n g s  

r e q u i r i n g  s u b s t a n t i a l  l o c a l  g o v e r n m e n t  s e r v i c e s ,  or g a s  p i p e l i n e  s y s t e m s  

o p e r a t e d  as u t i l i t i e s  a n d  r e g u l a t e d  b y  '.he A l a s k a  P u b l i c  U t i l i t i e s  

C o m m i s s i o n ;

(7) " u n r e f i n e d  oil" I n c l u d e s  c r u d e  p e t r o l e u m  oi l  an d  o t h e r  

h y d r o c a r b o n s  r e g a r d l e s s  o f  g r a v i t y  w h i c h  ar e  p r o d u c e d  at the w e l l h e a d  

in l i q u i d  f orm and  th e  li q u i d  h y d r o c a r b o n s  k n o w n  as d i s t i l l a t e  or 

c o n d e n s a t e  r e c o v e r e d  or e x t r a c t e d  f r o m  gas o t h e r  t h a n  gas p r o d u c e d  in 

a s s o c i a t i o n  w i t h  oil an d  c o m m o n l y  k n o w n  as c a s i n g h e a d  gas.- 1 1 -  P C C S  S C S  CSHB 1
AGO 78 76 16



* Sec. 2. AS 2 9 . 5 3 . 0 2 5 ( a )  is a m e n d e d  to read:

(a) M u n i c i p a l i t i e s  m a y  e x c l u d e  or  e x e m p t  or p a r t i a l l y  ex e m p t 

r e s i d e n t i a l  p r o p e r t y  f r o m  t a x a t i o n  by o r d i n a n c e  r a t i f i e d  by the v o t e r s  

at a r e g u l a r  or s p e c i a l  e l e c t i o n .  A n  e x c l u s i o n  o r  e x e m p t i o n  a u t h o r i z e d  

by this s e c t i o n  m a y  not e x c e e d  $ 1 0 , 0 0 0  for an y  o n e  r e s i d e n c e .

* Sec. 3- AS 2 9.53 is amendec. by a d d i n g  a n e w  s e c t i o n  to read:

Sec. 2 9 . 5 3 . 0 4 5 .  T A X  O N  O I L  A N D  G A S  P R O D U C T I O N  A N D  P I P E L I N E

P R O P E R T Y .  (a) A m u n i c i p a l i t y  m a y  l e v y  an d c o l l e c t  t a x e s o n  t a x a b l e 

p r o p e r t y  t a x a b l e  u n d e r  A S  4 3 . 5 6  o n l y  by u s i n g  on e  of the m e t h o d s  set 

o u t  in (b) o r  (c) o f  thi s s e c t i o n .

(b) A m u n i c i p a l i t y  may l e v y  a n d c o l l e c t  a ta x o n  tne f u l l  and 

t r u e  v a l u e  o f  t a x a b l e  p r o p e r t y  t a x a b l e  u n d e r  AS 4 3 . 5 6  as v a l u e d  by 

t h e  D e p a r t m e n t  o f  R e v e n u e  at a r a t e  no t  to e x c e e d  that w h i c h  p r o d u c e s  

a n  am o u n t  o f  r e v e n u e  f r o m  t h e  total m u n i c i p a l  p r o p e r t y  tax e q u i v a l e n t  

to $ 1 , 0 0 0  a y e a r  f o r  e a c h  p e r s o n  r e s i d i n g  w i t h i n  its b o u n d a r i e s .

(c) A m u n i c i p a l i t y  m a y  lev y  and c o l l e c t  a tax o n  the f u l l  and 

t r u e  v a l u e  o f  t hat p o r t i o n  o f  t a x a b l e  p r o p e r t y  t a x a b l e  u n d e r  AS 4 3 . 5 6  

a s  a s s e s s e d  by the D e p a r t m e n t  of R e v e n u e  w h i c h ,  w h e n  c o m b i n e d  w i t h  

th e  v a l u e  o f  p r o p e r t y  o t h e r w i s e  t a x a b l e  by the m u n i c i p a l i t y ,  doe s  

n o t  e x c e e d  the p r o d u c t  o f  225 per c e n t  of  the a v e r a g e  p e r  c a p i t a  

a s s e s s e d  f ull and true v a l u e  o f  p r o p e r t y  in the s t a t e  m u l t i p l i e d  by 

the n u m b e r  o f  r e s i d e n t s  o f  th e  t a x i n g  m u n i c i p a l i t y .

(d) By F e b r u a r y  1 o f  e a c h  a s s e s s m e n t  y e a r  a t a x i n g  m u n i c i p a l i t y

m u s t  i n f o r m  the D e p a r t m e n t  o f  R e v e n u e  w h i c h  m e t h o d  of t a x a t i o n  the 

m u n i c i p a l i t y  w i l l  use.

(e) F o r  p u r p o s e s  o f  thi s s e c t i o n ,  p o p u l a t i o n  s h a l l  be d e t e r m i n e d  

by the c o m m i s s i o n e r  of c o m m u n i t y  a n d  r e g i o n a l  a f f a i r s  b a s e d  o n  the 

l a t e s t  s t a t i s t i c s  o f  the U n i t e d  S t a t e s  B u r e a u  o f  the C e n s u s  or on o t h e r  

r e l i a b l e  p o p u l a t i o n  d a t a ,  a n d  s h a l l  a d v i s e  e a c h  m u n i c i p a l i t y  o f  its

F C C S  S C S  C S H B  1 - 1 2 -
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* Sec. AS 2 9 . 5 3 . 0 5 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  t o  read:

(b) No m u n i c i p a l i t y ,  o r  c o m b i n a t i o n  of m u n i c i p a l i t i e s  o c c u p y i n g  

the s a m e  g e o g r a p h i c a l  a rea, in w h o l e  or in part, m a y  levy t a x e s  w h i c h  

w i l l  r e s u l t  in tax r e v e n u e s  f r o m  a l l  s o u r c e s  e x c e e d i n g  c i t h e r  (1)

$ 1 , 0 0 0  a y e a r  for e a c h  p e r s o n  r e s i d i n g  w i t h i n  t h e i r  b o u n d a r i e s  or (2) 

w h e n  c o m b i n e d  w i t h  th e  v a l u e  of p r o p e r t y  o t h e r w i s e  t a x a b l e  by the 

m u n i c i p a l i t y ,  the p r o d u c t  o f  22 5  p e r  cen t  of the  a v e r a g e  p e r  c a p i t a  

a s s e s s e d  f u l l  an d  t r u e  v a l u e  o f  p r o p e r t y  i n  th e  s t a t e  m u l t i p l i e d  by the 

n u m b e r  of r e s i d e n t s  of th e  t a x i n g  m u n i c i p a l i t y .  If tw o  o r  m o r e  m u n i­

c i p a l i t i e s  o c c u p y i n g  the s a m e  g e o g r a p h i c a l  a rea, in w h o l e  or in part, 

a t t e m p t  to levy a t a x  the c o m b i n e d  levy of w h i c h  w o u l d  r e s u l t  in tax 

r e v e n u e s  f r o m  a l l  s o u r c e s  e x c e e d i n g  e i t h e r  (1) $ 1 , 0 0 0  a y e a r  f o r  e a c h  

p e r s o n  r e s i d i n g  w i t h i n  t h e i r  b o u n d a r i e s  or (2) w h e n  c o m b i n e d  w i t h  the 

v a l u e  of p r o p e r t y  o t h e r w i s e  t a x a b l e  b y  the m u n i c i p a l i t y  the p r o d u c t  of 

225 per c e n t  of the a v e r a g e  pe r  c a p i t a  a s s e s s e d  full and t r u e  v a l u e  of 

p r o p e r t y  in the s t a t e  m u l t i p l i e d  by t h e  n u m b e r  of r e s i d e n t s  of the 

t a x i n g  m u n i c i p a l i t y ,  the c o m m i s s i o n e r  of c o m m u n i t y  a n d  r e g i o n a l  a f f a i r s  

s h a l l a p p o r t i o n  the l a w f u l  l e v y  a n d  e q u i t a b l y  d i v i d e  t h e s e  r e v e n u e s  on 

the b a s i s  o f  need, s e r v i c e s  p e r f o r m e d  and o t h e r  c o n s i d e r a t i o n s  in the 

p u b l i c  i n t e r e s t .  F o r  the p u r p o s e  o f  this s u b s e c t i o n ,  p o p u l a t i o n  shall 

be d e t e r m i n e d  by the c o m m i s s i o n e r  o f  c o m m u n i t y  a n d  r e g i o n a l  a f f a i r s  

b a s e d  on t h e  l a t e s t  s t a t i s t i c s  of the U n i t e d  S t a t e s  B u r e a u  of the 

C e n s u s  or on o t h e r  r e l i a b l e  p o p u l a t i o n  data.

* Sec. 5. A S  2 9 . 5 3 . 0 5 5  is s.mended to read:

Sec. 2 9. 5 3 . 0 5 5 .  NO L I M I T A T I O N  ON T A X E S  T O  PAY BONDS. T h e  

l i m i t a t i o n s  [ L I M I T A T I O N ]  p r o v i d e d  for in s ecs. ;I5 or [SEC.] 50 of 

t his c h a p t e r  do [DOES] not a p p l y  to t a x e s  l e v i e d  or p l e d g e d  to pa y  

or s e c u r e  the p a y m e n t  of the p r i n c i p a l  and I n t e r e s t  o n  b o n d s .  T a x e s

- 1 3 -  F C C S  S C S  C SHB 1

p o p u l a t i o n  a s  s o  d e t e r m i n e d  by  J a n u a r y  15 o f  e a c h  y e a r .
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to p a y  o r  s e c u r e  the p a y m e n t  o f  p r i n c i p a l  a n d  i n t e r e s t  o n  b o n d s  m a y  

be l e v i e d  w i t h o u t  .limitation as to r a t e  o r  a m o u n t .

* Sec. 6. T his Act t a k e s  e f f e c t  on J a n u a r y  1, 1974.

P CCS S C S C S H B  1 _ 1 4 _
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M  E M O R A N D U M

TO: C h a i r m e n  arc! M e m b e r s
S e n a t e  & H o u s e  F i n a n c e  C o m m i t t e e s

DATE: N o v e m b e r  18, 1973

F R O M : J . H . H o g a n ,( D i r e d t  or
L e g i s l a t i v e  F i n a n c e  D i v i s i o n

5UBJ: 20 M i l l  O i l  a n d  Gas
P r o p e r t y  T a x  - SB 1

T h e  e n c l o s e d  C o m m i t t e e  R e p o r t ,  r e p r i n t e d  f r o m  t h e  Senate 
J o u r n a l ,  l i s t s  the c h a n g e s  c o n t a i n e d  in t h e  F r e e  C o n f e r e n c e  
v e r s i o n  f r o m  t h e  o r i g i n a l  l e g i s l a t i o n  i n t r o d u c e d  by the 
G o v e r n o r .  It is a c c u r a t e  w i t h  the e x c e p t i o n  of P a r a g r a p h  4.

A f t e r  the L e g i s l a t u r e  a d j o u r n e d ,  s e v e r a l  of  us d i s c o v e r e d  
t h a t  t h e  l a n g u a g e  d i s c u s s e d  i n  P a r a g r a p h  *1 did n o t  say 
v/hat w e  t h o u g h t  it did. In u s i n g  as a b a s e  for the F r e e  
C o n f e r e n c e  C o m m i t t e e  B i l l  the S e n a t e  v e r s i o n  of  H o u s e  B i l l  1, 
s o m e  c o n t r a d i c t o r y  l a n g u a g e  r e g a r d i n g  e x e m p t i o n s  w a s  i n c l u d e d  
(Sec. ^ 3 .056 .020). T h e  r e s u l t  is t h a t  p r o p e r t y  t a x a b l e  u n d e r  
t h e  A c t  is e x e m p t  f r o m  l o c a l  t a x a t i o n  u n t i l  a f t e r  t h e  c o n­
s t r u c t i o n  c o m m e n c e m e n t  d a t e — j u s t  the r e v e r s e  o f  w h a t  e v e r y o n e  
t h o u g h t  v/as b e i n g  done.

1 h a v e  b e e n  i n f o r m e d  by the A t t o r n e y  G e n e r a l ’s o f f i c e  th a t 
m u n i c i p a l i t i e s  s h o u l d  p r e p a r e  t h e i r  1974 t a x  a s s e s s m e n t  r o l l s  
to i n c l u d e  p r o p e r t y  t a x a b l e  u n d e r  t h i s  Act e v e n  t h o u g h ,  b y 
law, t h e y  m a y  not l e v y  a tax o n  this p r o p e r t y  u n t i l  a f t e r  the 
c o n s t r u c t i o n  c o m m e n c e m e n t  date. W i t h  the e s t a b l i s h m e n t  o f  the 
c o n s t r u c t i o n  c o m m e n c e m e n t  d ate, m u n i c i p a l i t i e s  w o u l d  t h e n  be- 
in a p o s i t i o n  to levy a p r o - r a t e d  t a x  o n  t h e  a s s e s s e d  p r o p e r t y  
f o r  the r e m a i n i n g  p o r t i o n  of the year-.

E n c l o s e d  is a s u m m a r y  of tax r e c e i p t s  e s t i m a t e d  for c e r t a i n  
m u n i c i p a l i t i e s  d u r i n g  the f i r s t  a n d  f o u r t h  y e a r s  f o l l o w i n g  
the e f f e c t i v e  d a t e  of t h i s  Act.

J H H / a f
E n c l o s u r e s
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S E N A T E  J O U R N A L
A L A S K A  S T A T E  L E G I S L A T U R E

EIGHTH LEGISLATURE - FIRST SPECIAL SESSION

Juneau, Alaska Sunday November 11, 1973

SPECIAL COMMITTEE REPORTS

SCS Conference Committee Report
CSHB
1 November 10, 1973
(Pin)
am S Mr. President 

Mr. Speaker

The Conference Committee (with cowers of free conference) 
which has had COMMITTEE SUBSTITUTE FOR HOUSE BILL MO. 1 
am (ad valorem) and SENATE COMMITEE SUBSTITUTE FOR COMMIT­
TEE SUBSTITUTE FOR HOUSE BILL MO. 1 (Finance) am S under 
consideration, recommends that FREE CONFERENCE COMMITTEE 
SUBSTITUTE FOR SENATE COMMITTEE SUBSTITUTE FOR COMMITTEE 
SUBSTITUTE FOR HOUSE BILL HO. 1 be adopted.

Senate Members House Members

/s/ Bill Ray, Chairman /3/Oral Freeman, Chairman

/s/ W. I. Palmer_______  /s/ A. M. Saylors Do not concur

/s/ John Butrcvlch /s/ Glenn Hackney

The committee's analysis of the bill follows:

"FREE CONFERENCE COMMITTEE REPORT 

ON

F REE CONFERENCE CS FOR SENATE CS FOR 
CS FOR HOUSE BILL NO. 1

The Free Conference Committee has had Senate CS for CS 
for HB 1 under consideration and recommends it be replaced 
with Free Conference Committee Substitute for Senate CS 
for CS for House Bill No. 1. The principal chances in the 
Free Conference Committee Substitute from the Governor's 
bill as introduced are as follows:

N 0 1 1 P a r a g r a p h  4 ,  w h i c h  i n t e r p r e t s  S e c .  4 3 .0 5 6 .0 2 0  ( 7  A 8 ) ,  i s  i n c o r r e c t .

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

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

d a t e .  A c c o r d i n g  t o  t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e ,  m u n i c i p a l i t i e s  

s h o u l u  i n c l u d e  a p p r o p r i a t e  p r o p e r t y  t a x a b l e  u n d e r  t h i s  A c t  o n  t h e i r  

a s s e s s m e n t  r o l l s  p r e p a r e d  a s  o f  J a n u a r y  2, 1 8 7 4 , H o w e v e r ,  n o  t a x  

m a y  h e  l e v i e d  a g a i n s t  t h i s  p i p e l i n e - r e l a t e d  p r o p e r t y  \ a \ t i l  a f t e r  t h e  

c o n s t r u c t i o n  c o n i t x t n a c m n t  d a t e .  A f t e r  t h e  c c n s U n t c i i o n  c o m m e n c e m e n t  

d a l e ,  t h e  m u n i c i p a l i t y  p r a a u m a b l y  w o u l d  l e v y  t h e  t a x  p r o - r a t e d  o v e r  

t h e  r e m a i n d e r  o f  t h e  t a x  y e a i ' .

AGO 797636
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1. Sec. *13.56.010 (b) includes language s t a ting "No 

m u n i c i p a l i t y  may exempt from taxation property authoi-- scs 
ized to be taxed under this chapter." The effect of CSHB 
this is to require Valdez and the North Stax1 Borough to 1 
levy a p e r s o n a l  property tax on pipeline related prop- (Fin) 
orty. T he same p a ragraph limits exemptions l'rom munici-am S 
pal t a x a t i o n  to those currently allov/ed under the m u n i­
cipal code.

2. Sec. 29.53.°*I5 The bill as I n t r oduced limited p o litical 
s u b d i v i s i o n s  to levying a tax not to exceed 7 mills on 
the value of taxable property taxable under the Act.
The Free Co n f e r e n c e  Committee Substitute changes this 
l i m i t a t i o n  to allow m unicipal flexibility in levying up 
to an amount e q u i valent to $1,000 In total revenue per 
p e r s o n  r e s i d i n g  w i t h i n  its boundaries or a tax on an 
amount up to 2253 of the average per capita assessed 
v a l u a t i o n  In tin? state mu l t i p l i e d  by the number of 
r e sidents in the t axing municipality. Assessment of 
the "taxable p r o p e r t y "  will be done on a--slatc-wl.de 
basis by the Board e s t a b l i s h e d  in the Act.

3. Sec. *13.056.020 (b) A de f i n i t i o n  of the word "proper­
ties" as r e l a t i n g  to mineral interests was inserted to 
m a k e  it cl e a r  that things such as office buildings and 
o t h e r  s i m i l a r  property not related to production could 
not be ''interpi’oted" as being exempt from this tax.

*1. Sec. *13.056.020 (7) and (8) allow m unicipalities to 
c ontinue to tax prope r t y  under e x i s t i n g  law subject to 
the $1,000 per p erson or 225$ per c apita assessed 
v a l u a t i o n  l i m i t ations through the period preceding 
the " c o n struction commencement date." Without this 
change it was the committee's fear that municipalities 
.night be p r e c l u d e d  from taxing property during this 
period. The c o mmittee .Left taxation of construction 
e q u i p m e n t  to municipa l i t i e s .

5- Sec. *13.0 5 6 . 0 30  (2) (A) and (C) The committee adopted 
b oth the House and Senate concepts of a u t h o rizing 
m u n i c i p a l i t i e s  to levy a retail sales or use tax on 
.the first $1,000 of each sale.

6. Sec. *13.0 5 6 .0*10 M e m bers of the Assessment Review Board 
v/ere r e q u i r e d  to be knowl e d g e a b l e  of assessment p r o­
cedures and are subject to confirmation oy the legis- 
.1 u t u r e .

7. T h r o u g h o u t  the C o m m i t t e e  N ubslit.uto, c e r t a i n  c o n s i s t e n t  
l a n g u a g e  change:; h a v e  b o o n  m a d e  to c l e a r l y  d i v i d e  the 
t a x i n g  a u t h o r i t i e s  c o n t a i n e d  in this l e g i s l a t i o n .  Thu s  
y o u  will f i m l  I n s e r t e d  s p e c i f i c  r e f e r e n c e . -  t;o "dec. 10 
(a)" o f  t h i s  c h a p t e r  w h i c h  m e a n s  that the com m  1 tie'.’ 
s u b s t i t u t e  r e s t r i c t s  the p a r t i c u l a r  p r o v i s i o n  to d e a l­
ing, w i t h  s t a l e  a s s e s s m e n t  a n d  t a x i n g  m u t t e r s .  T h e  o t h e r  
c o n s i s t e n t  eh.nr’o Is to d e l e t e  the w o r d s  " p o l i t i c a l  
s u b d i v i s i o n "  a n d  s u b s t i t u t e  " m u n i c i p a l i t y , "  "H im !c i - .
p a l l t y "  Is a m o r e  p r e c i s e  r e r e v e n u e  to a t a x i n g  e n t i t y  
o f  l o c a l  g o v e r n m e n t .

AGO 787637
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SCS 8. 
CSHB 
1
(Fin) 
am S

9.

10.

11.

12.

13.

14.

Sec. 43.056.060 (rt) The Free Conference Committee 
Substitute would value production equipment on the 
basis of replacement cost. It was the fee L I. nr; of the 
committee that the original proposed "actual cost" 
reduced by depreciation might preclude assessment on 
an appreciating value of the equipment, Copreciation 
of production equipment was changed from "units of 
production" to "economic .life of proven reserves."
This chance would tie depreciation directly to the 
estimated useful life o f’the production equipment.

Sec. '13.056.21" (2) The definition of "construction 
commencement date" has been changed to provide two 
options, The construction commencement date for state 
taxing purposes i3 to be either April 1, 1974 > o v  the 
date necessary permits or approvals, with no preventive 
Injunctions or decrees, arc received should this date 
occur earlier than April 1. The thinking hero wan that 
the state would not tax properly taxable under this Act 
until such time as construction actually began. The 
fixed date was Inserted to insure Rood faith on the 
part of the companies (if no permit v/ere*applied for, 
obviously none could be ,-ranted). Should it be clear 
by April 1 that further legal problems prevent the 
start of construction, the legislature would be in 
session ar.d could amend the April 1 date tc any other 
date cf its choosing.

Sec. A3.056.210 (6) The uefinltion of "taxable pro­
perty" deletes reference to equipment used in the 
construction of the pipeline thus leaving this equip­
ment taxable by municipalities. The definition was 
clarified to include drilling rigs and wells, whether 
producing cr not. An additional definition of "taxable 
property" was added excluding "permanent residences, 
office build J "'jo requiring substantial local government 
services, or gas pipeline systems operated as utilities 
and regulated by the Alaska Public Utilities Commission.

See. 2 amends AS 29.53*025 (a) to read: "Municipalities
may exclude or exempt or partially exempt residential 
property from taxation by ordinance ratified by tiie 
voters at a regular or special election. An exclusion 
or exemption authorized by this section may not exceed 
$10,000 for any one residence."

SCS
CSHB

1
(Fin) 
am S

'Sec. 4. Adds a new subsection (b) to AS 29.53.050 
to prevent the doubling up of tax rocointn in taxing 
municipalities where municipal boundaries overlap or 
municipalities occupy the same territory.

Sec. 5. Language was added to AS 2?.53.055 to make 
clear that the limitations on municipal taxing 
authority with "ospoct tc oil and gas properties 
taxable under this chapter do not apply to taxes 
levied or pledged to pay or secure the payment of 
principal and interest on bonds.

Sec. 6. The effective date is January 1, 1974, 
rather than Immediately as proposed by the bill as 
Introduced.

Jt^CJ
Senator m i l  hay, Chairman

 ['/AtS  ~y C'OeV.'.'',
Hepreacntat i ve Ora 1*'Vrivman 

Chairman"

AGO 7 87638


