
. F i n a n c e  - H o u s e  6c S e n a t e  F i n a n c e  C o m t e  F i l e s  ( 1 9 7 3 ^ 7 4 )  8 8 7 9

S B / H B  l a m  c o n t . .



PROJECTED AD VALOREM TAX RECEIPTS 

WIDER FCCS SCS CSliB 1

V

Current 
Mi 11 ace

FY 75 
Population

FY 75 
Assessed Value

FY 75 Revenue 
($1000 Option, 

Current M illage)
FY 79 

Population
FY 79 

Assessed Value

FY 79 Revenue 
(225% Option, 

20 M ills )

VALUEZ 15.0 2,000 $146,239,000 $2,000,000 2,000 $ 851 ,311 ,000 $ ?: ,250,000

NORTH STAR 6.5 52,000 581 ,082,000 3,777,000 60,000 986,138,000 19,723,000

NORTH SLOPE 12.45 5,000 355,750,000 4,429,000 •4,400 1,725,026,000 4,950,000

KENAI 7.8 17,000 419,000,000 3,268,000 19,000 420,000,000 8,400,000

OTHER PIPELINE BOROUGHS 10,500 1,132,000,000 11,812,000

Total Local Collections from Oil 8 Gas Property $ 8,521,000 $25,897,000

Net to State 10,272,000 54,602,000

>  NOTE: The $1000 per capita revenue lim itation applies only to Valdez in FY 75. The other municipalities'
g  revenues for that year are based on the current m illage applied to total assessed value. In FY 78

the 225% of average per capita assessed value lim itation is  effective for Valdez, the North Slope
-J and other pipeline boroughs. The North Star and Kenai boroughs' revenues are based on 20 m ills  applied
^  to total assessed value,
o
^  These projections assume average per capita assessed value of $12,500 in FY 75 and $25,000 in FY 79.
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AN ACT

Providing for taxes on property used in the exploration fcr, 
production of, or pipeline transportation of cat or unrefined 
o i l ;  and providing for an effective date.

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

* Section 1. AS <13 is amended by adding a new chapter to 
read:

CHAPTER 56. OIL AND GAS EXPLORATION, PRODUCTION 
AND PIPELINE TRANSPORTATION PROPERTY TAXES.

Sec. A3.56.010. LEVY OF TAX. (a) An annual tax of 
20 mills is  levied each tax year beginning January 1, 1971', 
on the full and true value of taxable property t sxable 
under this chapter-

(b) A municipality may levy and collect a tax under 
AS 29.53-OA9 at the rate of taxation that applies to other 
property taxed by the municipality. A tax collected by a 
municipality as authorised by AS Sp.Sa.OL'S shall be credited 
against the tax levied under (a) of this section and shall 
be levied at a rate r.o higher than the rate applicable to 
other property taxable by the municipality. No municipality 
nay exempt from taxation property authorised to be taxed 
under this chapter. Exemptions shall be limited to those
in AS 29.53.020 and 29.53.025 and sec. 20 of this chapter.

(c) I f  the total value of assessed property of a 
municipality taxing under AS 29.53.0t5(c) exceeds the pro­
duct of 225 per cent of the average pci- capita assessed fu ll 
and true value of property in the state (to be determined
by the department and reported tc each municipality by 
January 35 of each year) multiplied by the number of res i ­
dents or the taxing municipality, the department shall 
designate the portion of the tax base against which the 
local lax may be applied.
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C h ap ter 1
Sec. 113.56.020. EXEMPTIONS, (a) The To 11 owing are 

exempt from local taxes levied or authorized under sec. 
10(b) of this chapter:

( 1) property rights attached to or Inherent In 
the right to explore for or produce o il or gas;

(2) o i l  or ga3 leases or properties, whether 
producing or not;

(3) o i l  or gas In place;

(4|) o i l  or gas produced or extracted in the
state;

(5) the value of Intangible dr il l ing  expenses 
and exploration expenses;

( 6) an interest in property described in 
AS 143-55. 010(b);

(7) before the construction commencement date, 
property taxed under sec. 10(a) of this chapter which is 
committed by contract or other agreement for use in tills 
stale primarily for pipeline transportation of gas or 
unrefined o i l  or for the production of gas or unrefined 
o i l  to be transported by that pipeline;

( 0) before the construction commencement date, 
property taxed under sec. 10(a) of this chapter which is 
committed by contract or other agreement for use in tiiis 
state primarily in the operation or maintenance of f a c i l i ­
ties for pipeline transportation of gas or unrefined o i l ,  
or fa c i l i t ie s  for production of gas or unrefined o i l  to
be transported by that pipeline.

(b) In ( a ) (2) of this section, "properties" means 
mineral interests In oil and gas and working interests, 
royalty interests, and overriding royalty interests in o i l  
and gas leases.

Sec. *13. 56.030, IN PLACE OP OTHEH TAXES. Except for 
those taxes imposed under ch. 55 and ch. 57 of this t i t l e ,  
the taxes levied or authorized under sec. 10(b) of this 
chapter are in place of

( 1) a l l  other ad valorem taxes or other taxes 
Imposed by a municipality on property subject to tax under 
tills chapter or cxempte 1 from taxation by sec. 20 of this 
chapter, and

(2) a l l  other taxes Imposed by n municipality 
on or with respect to the property subject to tax under 
this chapter or exempted from taxation by sec. 20 of this 
chapter, Including, but not; limited to,

(A) taxes on the reta il sale or use of the 
property except for the reta il sales tax on the first: 
$1,000 of eacli sale;

(D) taxes 011 the sale or use of gas or 
unrefined o i l ;
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Chapter 1

(C) taxes on the sale or use cf services
used In cr associated with the property or ir, Its
erection, construction, maintenance or operation 
except for the sales tax on the f irst $1,000 of each 
sa le ;

(D) taxes cn or measured by press or net
Income from the property, Including income from the
exploration for, production of, or pipeline trans­
portation of gas or unrefined o i l  or property; and

(E) any license, excise, fee, charge or 
other tax on or pertaining to the property or ser­
vices.

Sec. 3.56. oho. STATE ASSESSMENT HE VIEW BOARD. The 
State Assessment Review Board is  created within the Depart­
ment of Revenue. The board consists of f iv "  persons 
appointed by the governor to serve at his pi asure, each 
of whom must L-e knowledgeable of assessment procedures.
Each board member is subject to confirmation by a majority 
of the members of the legislature in joint session.

Sec. A3.56.050. TER DIEM AND EXPENSES. Members of 
the board shall receive per diem and expenses authorised 
by law for joards and commissions.

Sec. A3.56.060. ASSESSMENT, (a) The department 
shall assess property for the tax levied under sec. 10(b) 
or this chapter and AS 2S.53.0A5 on property used or com­
mitted by contract or other agreement for use for the 
pipeline transportation of gas or unrefined oil or for the
production of gas or unrefined oil at its  fu ll and true
value as of January 1 of the assessment year.

(b) The department shall assess property for the
taxes levied under sec. 10(a) of this chapter at It s  fu ll 
and true value as of January 1 of the assessment year 
except that in the case of taxable property used or com­
mitted by contract or other agreement for the pipeline 
transportation of gas or unrefined o i l  or for the produc­
tion of gas oi' unrefined oil to he transported by hat 
pipeline, the f irs t  assessment date shall be the construc­
tion commencement date. I f  the construrticn commenceii.ont 
date is  used as the assessment date, the tax payable shall 
be prorated on the basis of the assessment year remaining.

(c) The fu ll and true value of taxable property used
or committed by contract or other agreement for use in 
the exploration for gas or unrefined o i l ,  or in tho opera­
tion or maintenance of fa c i l i t ie s  fGr the exploration for 
gas or unrefined o i l ,  is the estimated price which the 
property would bring in an open market and under the then 
prevailing market conditions in a sale between a willing 
se ller  and a willing buyer both conversant with the proper­
ty and with prevailing general price levels.

(d) The full and true value of taxable property used
or committed by contract or other ap,reorient for the re ­
duction of gas or unrefined o i l  or li. the operation or 
maintenance of f;n ! )< ’ irs for the productjoi of pas or 
unrefined oil Is: -3 -
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C h ap ter 1
(1) on the construction commencement date the 

actual cost incurred or accrued with respect to the property 
as of the date of assessment;

(2) determined on each January 1 thereafter on 
the basis of replacement cost less depreciation based on 
the ccononlc l i fe  of proven reserves.

(e) , The fu ll  and true value of taxable property used 
or committed by contract or other agreement for pipeline 
transportation of gas or unrefined oil or in the operation 
or maintenance of f a c i l i t ie s  for the pipeline transporta­
tion of gas or unrefined o i l  is :

(1) on the construction commencement date and 
until January 1 following the date the pipeline begins to 
transport gas or unrefined o i l ,  the actual cost, incurred 
or accrued with respect to the property as of the date of 
assessment;

(2) determined on each January 1 thereafter with 
due regard to the economic value of the property based on 
the estimated l i f e  of the proven reserves of gas or unre­
fined o il then technically, economically and legally 
deliverable Into the transportation fa c i l i ty ;  however, i f  
the proven reserves of gas or unrefined oil then techni­
ca lly ,  economically and legally deliverable indicate an 
economic l i f e  materially shorter than the estimated physi­
cal l i f e  of the transportation fa c i l i t y ,  the fu ll and true 
value is the actual cost reduced by an annual allowance for 
depreciation on a straight line basis over an economic l i fe  
based on the actual elapsed l i f e  from the commencement of 
fu l l  operation to the date of assessment plus the estimated 
remaining l i f e  of the proven reserves of gas and unrefined 
o i l  then technically, economically and legally deliverable 
into the transportation fa c i l i t y  as of the date of • tlic- 
assessment;

(3) on the assessment date next following 
inability  to use or construct a l l  or a substantial part of 
the fac i l i ty  for a period of 90 or more consecutive days 
because of natural disaster or leral prohibition, or other 
events beyond the control of a person having ownership or 
control of the property, adjusted to take into account any 
diminution in value.

( f )  Tor purposes of this section, "actual cost" and 
"replacement coot" do not include interest capitalised 
before or during the period of construction nor the value 
of intangible dr ill ing  expenses. In the case of taxable 
property under construction, "actual cost" for purposes of 
this section means the costs incurred or accrued with 
respect to the property as of the date of assessment.

(g) The department may enter into agreements with a 
municipality for the cooperative cr Joint administration of 
the assessing authority conferred on the department by this 
section.

Sec. *»3.56.070. RETURNS, (a) The department may 
require by notice every person having ownership or control 
of an interest in property taxable under tills chapter to

-K_
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C h sp ter i
submit a return in the fern prescribed by the department, 
based on property values existing on January 1 of each 
year, except as otherwise provided in this chapter.

(b) The department Ly written ncticc may require s 
person to provide additional information within 30 days of 
the notice.

Sec. '13. 56. 08O. INVESTIGATION, (a) The department, 
may make an investigation of property on which a return has 
been filed or of taxable property upon which no return has 
been filed . In either case, the department may make its  
own valuation or the taxable property, which is prime facie 
evidence of fu ll and true value.

(b) An er.ployc-e or agent of the department may enter 
any premise necessary for the investigation during reason­
able hours ana may examine prcperty and appropriate records. 
The owner of the taxable property upon request shall fur­
nish to the employee or agent of the department reasonable 
assistance required for the investigation. I f  refused 
entry, the department may sc-ek a court order to compel 
entry,

(c) For the purpose of the investigation the owner 
of the taxable property or his representative may be re­
quired to present himself for examination under oath by the 
department.

Sec. 63. 56. 050. ASSESSMENT ROLL. The department shall 
prepare annually the assessment ro ll for taxation under 
this chapter. The roll shall contain:

(1) a description of a l l  taxable property;

(2) the assessed value of a l l  taxable property;

(3) the namec and addresses of persons owning 
property subject to assessment and taxation.

Sec. 63.56.100. ASSESSMENT NOTICE, (a) On or before 
March 1 of each year, the department shall ser.d to every 
owner of taxable property named In the assessment ro l l  a 
notice of assessment, showing the assessed value of the 
property. Notice of assessment is effective on the date of 
mailing.

(b) The department shall ser.d to a municipality a 
copy of the notice of assessment on any taxable property 
which is  assessed under the provisions of this chapter and 
which is  located in the municipality and cn which n tax is 
authorised under sec. 10(b) of this chapter.

Sec. 63. 56. l lO . APPEAL TO THE DEPARTMENT, (a) An 
owner of taxable property or a municipality receiving ar. 
assessment notice may object to the assessment by advising 
the department in writing cf the objections ti> the assess­
ment within JO days of the effective date of the notice.

(I ) The department shall provide by recul it lei for 
notices of appeals t, Interested persons and municipall • lea.

AGO 787644



C h ap ter 1
(c) Following an objection the department may adjust 

the assortment and the assessment ro l l .  An adjustment baaed 
on an objection from an owner of taxable property or a 
municipality shall be made within 30 days of the effective 
date of the notice of assessment.

Sec. '13.56.120. APPEAL TO THE STATE ASSESSMENT REVIEW 
BOARD, (a) After u ruling by the department on an appeal
made under sec. 110 of this chapter, the owner or a munici­
pality may further appeal to the board. The appeal must be 
filed in writing within 50 days of the effective date of 
the notice of assessment.

( t )  The board shall provide by regulation for notices
of appeals to interested persons and municipalities.

Sec. '13.56.130. HEARINGS OP STATE ASSESSMENT REVIEW 
BOARD, (a) The board shall hear appeals filed under sec.
120(a) of this chapter.

(b) A majority of the board constitutes a quorum
required to transact business.

(c) The board shall provide by regulation for notices
of hearings to interested persons and municipalities.

(d) I f  an appellant fa i ls  tc appear at the hearing, 
the board may proceed with the hearing in his absence.

(e) The appellant bears the burden of proof at the 
hearing.

( f )  The only grounds for adjustment of assessed value 
is  proof of unequal, excessive or improper valuation or 
valuation not determined in accordance with the standards 
set out in this chapter, based on facts stated in a written 
appeal timely filed or proved at the hearing.

(g) The board shall certify i ts  determinations to the 
departme-r.t within seven days of the hearing.

(h) The department shall enter the changes and certify 
the final assessment ro l l  on or before June 1 of each year
and by July 1 shall mail to the owner of taxable property
or his authorised agent a statement of the amount of tax 
due.

(1) An owner or municipality may appeal to the
superior court for, and is  entitled to, t r i a l  de novc of
the board’ s action.

Sec. 'l3.5G.ltO. SUPPLEMENTARY ASSESSMENT ROLLS. The 
department shall Include property omitted from the assess­
ment. roll on a supplementary ro l l ,  using the procedures 
set out in this chapter for the original ro l l .

Sec. t3.56.150. COLLECTION AND DEPOSIT, (a) The 
tax levied by sec, 10(a) of this chapter Is payable to the 
department or. or before September 30 Of the taxable year.

(b) The department may provide for voluntary pre­
payment and for payment by installments.



Chep ter 1
(c) The tax levied under see. 10(a) of this chapter, 

Interest and penalties collected with respect tc this levy 
shall be deposited in the general fund.

Sec. •’13.56.160. INTEREST AND PENALTY. When the tax 
levied by sec. 10(a) cr this chapter becomes delinquent, a 
penalty of 10 per cent shall be added. Interest on tl" 
delinquent taxes, exclusive of penalty, shall be assessed 
at a rate ol' eight per cent a year.

Sec. '13.56.170. LIEN FOR TAX. The tax levied under 
sec. 10(a) of this chapter and the interest ar.d penalty 
provided in sec. 160 of this chapter are f irs t  and paramount 
liens on the property subject to tax under this chapter.

Sec. '<3.56.180. REMEDY. The remedy of distraint of 
property set cut in AS <<3.20.270 applies to the tax levied 
by sec. 10(a) of this chapter. However, only property sub­
ject to the tax way be distrained.

Sec. '<3.56.190. PENALTIES. A person who knowingly 
fa i ls  to f i le  a return when due or who makes a false state­
ment in a return required under this chapter with intent to 
evade taxation is  guilty cf a misdemeanor and upon convic­
tion is  punishable by a fine of not more than S I , 000, or
by imprisonment for not more than six months, or by both,
together with the costs of prosecution, notwithstanding the 
provisions of AS 12.60.030.

Sec. h3•56.200. REGULATIONS. The board and the 
department may adopt regulations in accordance with the 
Administrative Procedure Act (AS '<'<.62) as appropriate to 
carry out their respective duties under this chapter.

Sec. '13.56.210. DEFINITIONS. In this chapter

(1) "board" means State Assessment Review Board;

(2) "construction commencement date" means the 
earlier .f April 1, 197'* or the date the following occur:

(A) there has been Issued to the owner or 
his agent right-of-way permits, leases, and t i t l e  and 
other rights in lands, and other approvals, permits, 
licenses and certif icates , by federal, state and 
local agencies that a reasonable and prudent person 
would consider adequate to commence construction of 
the fa c i l i t ie s  iri the expectation that a ll  other 
approvals, permits, licenses and certificates neces­
sary for the completion of fa c i l i t ie s  will be obtained;

(B) a l l  approvals, permits, licenses and 
certif icates are In full force ar.d effect, unrevoked 
and without any modification, which might Jeopardise 
the completion or continued construction of the 
f a c i l i t ie s ;  and

(C) no order, Judgment, decree, determina­
tion or award of a federal, state or local court or 
administrative or regulatory agency enjoining, either 
temporarily or permanently, the construction or the 
continuation of construction of the fa c i l i t ie s  is in 
effect ;



C h a p te r 1

«
read:

(<i) "gas" includes nil natural gas and a l l  hydro­
carbons produced at the wellhead not defined an o i l ;

(5) "Intangible drill ing expenses" means those 
expenses defined in sec. 203(e) of the United States 
Internal Revenue Code as defined on the effective date of 
this paragraph;

(6) "taxable property" means real and tangible 
personal property used or committed by contract or other 
agreement- for use within tills state primarily In the 
exploration for, production of, or pipeline transportation 
of gas or unrefined oil (except for property used solely 
for l-ho re ta il  distribution or iiqueficatlon of natural 
pas), or in the operation cr maintenance cf fa c i l i t ie s  
used in the exploration for, production i f ,  cr pipeline 
transportation of r.as or unrefined o i l ,  including machinery, 
appliances, supplies, equipment:, Jr illlr . . -  r igs , wells 
(whether producing cr not), gathering lines and transmis­
sion lines, pumping stations, corprer.ssr stations, power 
plants, topping plants, processing units, roads, tank 
farms, tanker terminals, docks and other port f a c i l i t ie s ,  
air  strip.) and communication equipment and f a c i l i t ie s ,  
maintenance equipment an:! f a c i l i t ie s ,  and maintenance camps 
and other related fa c l l i t l -  s; "taxable property" dees not 
Include permanent residences, office buildings requiring 
substantial local government services, or gas pipeline 
systems operated as u t i l i t ie s  and regulated by the Alaska 
Public U t i l i t ie s  Commission;

(7) "unrefined o il"  includes crude petroleum 
oil and other hydrocarbons regardless of gravity which are- 
produced at the wellhead in liquid form and the liquid 
hydrocarbons known as d is t i l la te  or condensate recovered 
or extracted from gas other than gas produced in associa­
tion with o i l  and commonly known as casinghead gas.

Sec. 2. AS 29.53.025(a) is amended to road:

(a) Municipalities may exclude cr exc-mpt or partia lly  
exempt residential property from taxation by ordinance 
ratified by the voters at 3 regular or special election.
An exclusion or exemption authorized by this section may 
not exceed J10.000 for any one residence.

See. 3. AS 29,53 is  amended by adding, a new section to

(3) "departm ent" means th e  Departm ent o f Revenue;

Sec. 29.53.0'IS. TAX ON OIL AND GAS PRODUCTION AMD 
FIPELINE PROPERTY, (a) A municipality may levy and col­
lect taxes on taxable property taxable- under AS <13.56 only 
by using one of the methods set out in (b) or (c) of this 
section.

(b) A municipality may levy and collect a tax on the 
fu ll and true value of taxable property taxable under 
AS H3.56 na valued by the Department of revenue at a rate 
not to exceed that which produces an amount of revenue 
from the lotal municipal property tax equivalent to S I , 000 
a year for each person residing within its  boundaries.-0 -
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(c) A municipality may levy anti collect a tax on the 

full end true value of that poet Ion of taxable- property 
taxable under Ail h3• 5G as assessed by the Department of 
Revenue which, when combined with the value of property 
otherwise taxable by the municipality, does not exceed the 
product of 225 per cent of the average per capita assessed 
fu ll and true value of property In the state multlpllc-d by 
the number ol’ residents of the taxing municipality,

(d) By February 1 of each assessment year a taxing 
municipality must Inform the Department of Revenue which 
method of taxation the municipality w il l  use,

(e) For purposes of this section, population shall be 
determined by t.he commissioner of community and regional
affairs  based „n the latest s ta tis t ics  ol' the United States •
Bureau of the Census or on other reliable population data, 
and shall advise each municipality of It s  population as so 
determined by January 15 of each year.

* Sec. AS 29.53.050 is  amended by adding a new subsection 
to read:

(b) No municipality, or combination of municipalities 
occupying the name geographical area, in whole or in part, 
may levy taxes which w il l  result in tax revenues from a l l  
sources exceeding elthc-r (1) $1,000 a year for each person 
residing within their boundaries or (? )  when combined with 
the value of property otherwise taxable by ttie municipali­
ty , the product of 225 per cent of the average per capita 
assessed fu ll  una true value of property in the state 
multiplied by the number of residents of the taxing muni­
c ipality . I f  two or more municipalities occupying the sane 
geographical area, in whole or in part, attempt to levy a 
tax the combined levy of which would result in tax revenues 
from a l l  sources exceeding cither (1) $3,000 a year for 
each person residing within their boundaries or (2) when 
combined with the value of property otherwise taxable by 
the municipality, the product of 225 per cent of the aver­
age per capita assessed full and true value of property 
in the state multiplied by the number of residents of the 
taxing municipality, the commissioner of community and 
regional affairs shall apportion the lawful levy and 
equitably divide these revenues on the basis of need, ser­
vices performed and other considerations in the public 
interest. For the purpose of this subsection, population 
shall be determined by the commissioner of community and 
regional affairs based on the latest s ta tis t ics  cf the 
United States Bureau of the Census or on other reliable 
population data.

* Sec. 5. AS 29.53.055 io amended to read:

Sec. 29.5’ .055. HO LIMITATION ON TAXES TO FAY BONDS.
The limitations provided for 1n secs, h? or 50 of this 
chapter do not apply to taxes J vlcu cr pledged to pay or 
secure the payment of the principal and interest on bonds.
Taxes tc pay or secure the payment of principal and inter­
est on bonds may be levied without limitation as tc rate 
or amount.

* Sec. 6. This Act takes effect on January 1, 1971.
-9-

Approvr-d by governor: November 19, 1973
Actual effective date: January 3 , 3 0711
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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

0  / / a
\a D i r e c t o rF ROM: J. II. H o g a n  D i r e c t o r  S U BJ: 20 M i l l  O i l  a n d  Gas

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  P r o p e r t y  T a x  - S 3  1

L S

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  S e n a t e  
J o u r n a l ,  l i s t s  t h e  c h a n g e s  c o n t a i n e d  i n  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  b y  t h e  
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  o f  P a r a g r a p h  4.

A f t e r  t h e  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  o f  us d i s c o v e r e d  
t h a t  the 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  d i d  n o t  say 
w h a t  v.'e t h o u g h t  it did. In u s i n g  a s  a b a s e  f o r  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  B i l l  the S e n a t e  v e r s i o n  o f  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. ^I3.036*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  t h e  r e v e r s e  of  w h a t  e v e r y o n e  
t h o u g h t  w a s  b e i n g  done.

I 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  t h 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  1 9 7 ^  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  A c t  e v e n  t h o u g h ,  b y  
lav:, t h e y  m a y  n o t  l e v y  a tax on  t h i s  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  d a t e .  W i t h  t h e  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 a t e ,  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 l e v y  a p r o - r a t e d  t a x  on  t h e  a s s e s s e d  p r o p e r t y  
f o r  t h e  r e m a i n i n g  p o r t i o n  o f  t h e  y e ar.

E n c l o s e d  is a s u m m a r y  o f  t a x  r e c e i p t s  e s t i m a t e d  f o r  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  t h e  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 J O U R N A I
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
CSHB1 November 10, 1973
(Pin)
am S Mr. President 

Mr. Speaker

The Conference Committee (with powers of free conference) 
which has had COMMITTEE SUBSTITUTE FOR ROUSE DILL ’JO. 1 
am (ad valorem) and SENATE COMMITES SUBSTITUTE FOR C O M M I T­
TEE SUBSTITUTE KOH HOUSE BILL NO. 1 (Finance) am S under 
consideration, recommend.-, that FREE CONFERENCE COMMITTEE 
SUBSTITUTE FOR SENATE COMMITTEE SUBSTITUTE FOR COMMITTEE 
SUBSTITUTE FOR HOUSE BILL NO. 1 be adopted.

Senate Members Hou> Members

/s/ Bill Ray. Chairman /s/Oral Freeman, Chairman

/s/ V?. I. Palmer_______  /a/ A. M. Saviors Do not concur

/s/ John Butrcvlch / s/ Glenn Hackney___________

The committee's analysis of the bill follows:

•V

"FREE CONFERENCE COMMITTEE REPORT 

ON

FREE CONFERENCE CS FOR SENATE CS FOR 
CS FOR HOUSE BILL NO. 1

The Free Conference Committee has had Senate CS for CS 
for IIB 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:

HOVE: P a ra g ra p h  4 , w h ich  i n t e r p r e t s  S e e .  43 .056.020 (7  A 8), i s  i n c o r r e c t .
The la n gu a g e  o f  i k e  /let c x c i - r i 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 o r  t h e  p e r i o d  p r e c e d i n g  th e  c o n s t r u c t i o n  com jrcr.ccm .enz  
d a t e .  A c c o r d in g  t o  th 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 ld  i n c lu d e  a p p r o p r ia 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  on  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, J 074. H ow eve r, no t a x  
may h e  l e v i e d  a g a in 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  u r . t t l  a f t e r  th e  
c o n s t  ru st ic* ', c o w .e n c c v c -n t  d a t e .  A f t e r  t h e  c o n s t r u c t i o n  con:i;o.) i c em en t  
d a t e , th e  m u n i c i p a l i t y  p r e su m a b ly  w o u ld  l e v y  th e  t a x  p x 'o - r a t e d  o v e r  
th e  r e m a in d e r  o f  t h e  t a x  y e a r .

AGO 787650
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1. See. A 3 . ‘36 .010 (li) includes*. l a n g u a g e  s t a t i n g  "No 

m u n i c i p a l i t y  m a y  e x e m p t  f r o m  t a x a t i o n  p r o p e r t y  a u t h o r -  s c s  
i x o d  t o  b o  t a x e d  u n d e r  th i s  c h a p t e r . " 'i'he e f f e c t  o f  CSJ1B 
t h i s  is to r e q u i r e  V a l d e z  a n d  the* N o r t h  S t a r  B o r o u g h  to p 
l e v y  a p e r s o n a l  p r o p e r t y  t a x  on p i p e l i n e  r e l a t e d  p r o p -  (pin) 
orty. T h e  s a m e  p a r a g r a p h  l i m i t s  e x e m p t i o n s  f r o m  m u n i c i - a m  S 
p e l  t a x a t i o n  to t h o s e  c u r r e n t l y  a l l o w e d  u n d e r  th e  m u n i­
c i p a l  code.

2. See. 29.53-0*15 Th e  b i l l  as i n t r o d u c e d  l i m i t e d  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 i n g  a t a x  not to e x c e e d  7 m i l l s  on 
th 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  th e  Act.
Th e  F r e e  C o n f e r e n c e  C o m m i t t e e  S u b s t i t u t e  c h a n g e s  t h i s  
l i m i t a t i o n  t o  a l l o w  m u n i c i p a l  f l e x i b i l i t y  in l e v y i n g  up 
to an a m o u n t  e q u i v a l e n t  to $ 1 , 0 0 0  in t o t a l r e v e n u e  p e r  
p o r n  on r e a i d  inf; w i t h i n  it s  b o u n d a r i e s  or  a t a x  o n  an 
a m o u n t  up to 2 2 5 *  o f  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  
v a l u a t i o n  i n  the s t a t e  m u l t i p l i e d  b y  th e  n u m b e r  o f  
r e s i d e n t s  in the t a x i n g  m u n i c i p a l i t y .  A s s e s s m e n t  o f  
the " t a x a b l e  p r o p e r t y "  w i l l  be d o n e  on a - s t a t c - w l d e  
b a s i s  by t h e  B o a r d  e s t a b l i s h e d  in t h e  Act.

3. Sec. 'I3.056.020 (b) A d e f i n i t i o n  o f  the w o r d  " p r o p e r­
t i e s "  as r e l a t i n g  to m i n e r a l  i n t e r e s t s  wa s  i n s e r t e d  to 
m a k e  it c l e a r  t h a t  t h i n g s  s u c h  as o f f i c e  b u i l d i n g s  a n d  
o t h e r  s i m i l a r  p r o p e r t y  not r e l a t e d  to p r o d u c t i o n  c o u l d  
no t  be " i n t e r p r e t e d "  as b e i n g  e x e m p t  f r o m  this tax.

'I. Bee. '13.056.020 (7 ) a n d  (8) a l l o w  m u n i c i p a l i t i e s  to 
c o n t i n u e  t o  t a x  p r o p e r t y  u n d e r  e x i s t i n g  l a w  s u b j e c t  to 
th e  $ 1 , 0 0 0  p e r  p e r s o n  o r  22 j* p e r  c a p i t a  a s s e s s e d  
v a l u a t i o n  l i m i t a t i o n s  t h r o u g h  th 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 . "  W i t h o u t  this  

c h a n g e  it w a s  the c o m m i t t e e ' s  f e a r  th a t  m u n i c i p a l i t i e s  
m i g h t  he p r e c l u d e d  f r o m  t a x i n g  p r o p e r t y  d u r i n g  this 
p e r i o d .  T h e  c o m m i t t e e  .Left t a x a t i o n  o f  c o n s t r u c t i o n  
e q u l a m e n t  to m u n i c i p a l i t i e s ,

5. Sec. ' n . 0 5 6 . 0 3 0  (2) (A) a n d  (C) T h e  c o m m i t t e e  a d o p t e d  
b o t h  the  H o u s e  a n d  S e n a t e  c o n c e p t s  o f  a u t h o r i z i n g  
m u n i c i p a l i t i e s  to lev y  a r e t a i l  s a l e s  o r  use ta x  on 
.the f i r s t  $ 1 , 0 0 0  o f  e a c h  s ale.

6. Sec. 'I3.056.0'I0 M e m b e r s  o f  the  A s s e s s m e n t  R e v i e w  B o a r d  
w e r e  r e q u i r e d  to b e  k n o w l e d g e a b l e  o f  a s s e s s m e n t  p r o­
cedure:; a n d  a r e  s u b j e c t  to c o n f i r m a t i o n  by the l e g i s­
lat u r e .

•V
%

7. T h r o u g h o u t  t.he C o m m i t t e e  .Substitute, 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  c h a n g e s  h a v e  b e e n  m a d e  to c l e a r ] y  d i v i d e  the 
taxing, a u t h o r i t i e s  c o n t a i n e d  In thi s  l e g i s l a t i o n .  T h u s  
y o u  will f i n d  i n s e r t e d  s p e c i f i c  roferouee.; to "Bee. 10
(a)" o f  thi s  c h a p t e r  w h i c h  mean:; that the c o m m i t t e e  

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 t e  a s s e s s m e n t  a n d  t a x i n g  matter:;. Th e o t h e r  
consistent; c h a n g e  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  "mini le 1 pail l y . " "Kunic.L- . 
p o l i t y "  is a m o r e  p r e c i s e  r e f e r e n c e  to a t a x i n g  e n t i t y  
of  l o c a l  g o v e r n m e n t .
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SCS 0.
CS1IU
1
(Kin) 
am  S

9.

10.

11.

12.

13.

l'l.

See. <13.056.060 (d) The Free Conference Committee 
Substitute would value production equipment on the 
banlr. or rep 1,m o m e n t  coat. It wan the feeling or the 
committee that the original proposed "actual coat" 
reduced by depreciation might preclude assessment on 
an appreciating value ol' the equipment. liopreciation 
of production equipment war. changed from "units of 
production" to "economic life of proven reserves,"
This change would tie depreciation directly to the 
estimated useful life of the production equipment.

Sec. <13.056.210 (2) The dor*nitJon of "construction 
commencement date" has been changed to provide two 
options. The construction commencement date for state 
taxing purposes is to be either April 1, 1 97f<> or the 
date necessary permits or’ approvals, with no preventive 
injunctions or decrees, are received should tills date 
occur earlier tnan April 1. The thinking here wan that 
the state would not tax property taxable under this Act 
until such time as construction actually began. The 
fixed date was inserted to Insure good faith cn the 
part of the companies (if no perp.it were-applied for, 
obviously none could be granted). Should it be clear 
by April 1 that further legal problems prevent the 
start of construction, the legislature would be in 
session and could amend the April 1 date to any other 
date of its choosing.

Sec. <13.056.210 (6) The definition of "taxable p ro­
perty" deletes reference to equipment used in the 
construction of the pipeline thus leaving this e q uip­
ment taxable by municipalities. The definition was 
clarified to Include drilling rigs and wel.ls, whether 
producing or not. An additional definition of "taxable 
property" was added excluding "permanent residences, 
office buildings requiring substantial local government 
services* or gas pipeline systems operated as utilities 
and regulated by the Alaska t’ubl Lc Utilities Commission.'

Sec. 2 amends AS 29-53.025 (a) to road: "Municipalities
may exclude or exempt or partially exempt residential 
property from taxation by ordinance ratified by the 
voters at a regular or special election. An exclusion 
or .exemption authorized by this section may not exceed 
$10,000 for any one residence."

'v Sec. <1. Adds a new subsection (b) to AS 29.53.050 1
to prevent the doubling up of tax receinta in taxing 
.municipalities where municipal boundaries overlap or 
municipalities occupy the same territory.

N e e . 5. Language was added to All 29.53-055 tn make 
clear tnat the limitations 011 municipal taxing 
authority with respect to 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.

SCS
Sec. 6. The effective date is January 1, 1 97h , CSHB
rather than immediately as proposed by the bill as l
introduced. (Pin)

J- am S

kill hay, Chat/man

£ Z f -
[/ties ' 's .lyOZiV-- 

Hepressentat i vo' Ora i" V r e o m a n  * 
Chairman"

4G0 787652



V

PROJECTED AD VALOREM TAX RECEIPTS 

UNDER FCCS SCS CSHD 1

Current 
Mi 11 ace

FY 75 
Pooulation

FY 75 
Assessed Value

FY 75 Revenue 
($1000 Option, 

Current M illage)
FY 79 

Pooulation
FY 79 

Assessed Value

FY 79 Revenue 
(225% Option, 

20 M ills )

VALDEZ 15.0 2,000 $146,239,000 $2,000,000 2,000 $ 851,311,000 $ 2,250,000

NORTH STAR 6.5 52,000 531,082,000 3,777,000 60,000 986,138,000 19,723,000

NORTH SLOPE 12.45 5,000 355,750,000 4,429,000 •4,400 1 ,725,026,000 4,950,000

KENAI 7.8 17,000 419,000,000 3,268,000 19,000 420,000,000 8,400,000

OTHER PIPELINE BOROUGHS 10,500 1,132,000,000 11,812,000

Total Local Collections from Oil & Gas Property $ 8,521,000 $26,897,000

Net to State 10,272,000 54,602,000

NOTE: The SIOCO pt" capita revenue lim itation  applies only to Valdez in  FY 75. The other municipalities'
J» revenues for chat year are based on the current m illage applied to total assessed value. In FY 78
§ the 225" of average per capita assessed value lim itation is  effective for Valdez, the North Slope

and other pipeline boroughs. The North Star and Kenai boroughs' revenues are based on 20 m ills  applied
^  to total assessed value.

These projections assume average p< capita assessed value of $12,500 in FY 75 and $25,000 in FY 79.
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Sourco

FSS-FCCS SCS CSHB 1

1973

Chapter No.

AN ACT

Providing for taxes on property used In the exploration for, 
production of, or pipeline trariGportatlon cf gas or unrefined 
o i l ;  and providing for an effective date.

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

* Section 1. AS A3 i s amended by adding a new chapter to 
read:

CHAPTER 56. OIL AMD GAS EXPLORATION, PRODUCTION 
AND PIPELINE TRANSPORTATION PROPERTY TAXES.

Sec. A3.56.OlO. LEVY OF TAX. (a) An annual tax of 
20 mills Is levied each tax year beginning. January 1, -5?A, 
on the full and true value of taxable property taxable 
under this chapter.

(b) A municipality may levy and collect a tax under 
AS 29.53.oA5 at the rate of taxation that applies tc ether 
property taxed by the municipality. A tax collected by a 
municipality as authorised by AS 29.53.0A5 shall be credited 
against the tax levied under (a) of this section and shall 
be levied at a rate no higher than the rate applicable to 
other property taxable by the municipality. No municipality 
may exempt from taxation property authorised to be taxes 
under this chapter. Exemptions shall be limited to these
in AS 29.53.020 and 29.53.025 and sec. 20 cf this chapter.

(c) I f  the total value of assessed property of a 
municipality taxing under AS 29.53. 0A5(c) exceeds the o- 
duct of 225 per cent of the average per capita assess*:: full 
and true value of property in the state (to be determ', - ed
by the department and reported to each municipality by 
January 15 of each year) multiplied by the number of r e s i ­
dents of the taxing municipality, the department shall 
designate the portion of the tax base against which tr.-. 
local tax may be applied.
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C hapter 1
Sec. <13.56.020. EXEMPTIONS, (a) The following are 

exenpt from local oaxos levied or authorised under sec:. 
10(a) of this chapter:

(1) property rights attached to or Inherent In 
the right to explore for or produce o i l  or gas;

(2) o i l  or gas leases or properties, whether 
producing or not;

(3) o i l  or gas in place;

(A) o i l  or gas produced or extracted In the
state;

(5) the value of intangible drill ing expenses 
and exploration expenses;

(b) an interest in property described in 
AS A3.55.010(b);

(7) before the construction commencement date, 
property taxed under sec. 10(a) of this chapter which is 
committed by contract or other agreement for use in this 
state primarily for pipeline transportation of gas or 
unrefined oil or for the production of gas or unrefined 
o i l  to be transported by that pipeline;

(8) before the construction commencement date, 
property taxed under sec. 10(a) of this chapter which is 
committed by contract or other agreement for use in this 
state primarily in the operation or maintenance of f a c i l i ­
ties for pipeline transport ‘ ' on of gas or unrefined o i l ,  
or fa c i l i t ie s  for production of gas or unrefined o i l  to
be transported by that pipeline.

(b) In (a )(2 ) of this section, "properties" means 
mineral interests in o i l  and gas and working interests, 
royalty interests, and overriding royalty interests in o i l  
and gas leases.

Sec. A3.56,030. IN PLACE OF OTHER TAXES. Except for 
those taxes imposed under ch. 55 and ch. 57 of this t i t l e ,  
the taxes levied or authorised under sec. 10(b) of this 
chapter are in place of

(1) a l l  other ad valorem taxes or other taxes 
imposed by a municipality on property subject to tax under 
this chapter or exempted from taxation by see. 20 of this 
chapter, and

(2) a l l  other taxes imposed by a municipality 
on or with respect to the property subject to tax under 
this chapter or exempted from taxation by 3ec. 20 of this 
chapter, including, but not limited to,

(A' taxes on the re ta il  sale or use of the 
property except for the reta il sales tax on the f irst  
$1,000 of each 3tle;

(B) taxes on the sale or use of gas or 
unrefined o i l ;

AG° 78 7655



■.'hapr i t  J
(C) taxes on the r-ale or u.'o r.r service: 

used In or associated with the property or Jr. Its 
erection, construction, maintenance or operation 
except for the sales tax on the f irst  $1,000 of each 
sale;

(D) taxes on or measured by grcss or net 
Income from the property, including Income from the 
exploration for, production of, or pipeline trans­
portation of gas or unrefined o i l  or property; ar.d

(E) any license, excise, foe, charge or 
other tax on or pertaining to the property or ser­
vices .

Sec. '13.56.01(0. STATE ASSESSMENT REVIEW BOARD. The 
State Assessment Review Board is created within the Depart 
raent of Revenue, The board consists of five persons 
appointed by the governor to serve at his pleasure, each 
ol whom must be knowledgeable of assessment procedures. 
Each board member Is subject to confirmation by a majority 
of the members of the legislature in joint session.

Sec. 1(3.56.050. PER DIEM AND EXPENSES. Members of 
the board shall receive per diem and expenses authorised 
by law for boards and commissions.

Sec. '13.56.060. ASSESSMENT, (a) The department 
shall assess property for the tax levied under sec. 10(b) 
of this chapter and AS 29.53.045 on property used or com­
mitted by contract or other agreement for uFe for the 
pipeline transportation of gas or unrefineu o il or for the
production of gas or unrefined o i l  at its  full and true
value as of January 1 of the assessment year.

(b) The department shall assess property for the
taxes levied under sec. 10(a) of this chapter at its  fu ll  
and true value as of January 1 of the assessment year 
except that in the case of taxable property used or com­
mitted by contract or other agreement for the pipeline 
transportation of gas or unrefined o i l  or for the prod.c- 
tion of gas or unrefined o i l  to be transported by that 
pipeline, the f ir s t  assessment date shall be the construc­
tion commencement date. I f  the construction commencement 
date is used as the assessment date, the tax payable si-all 
be prorated or the basis of the assessment year remaining,

(c) The fu ll and true value of taxable property .sed
or committed by contract or other agreement for use in 
the exploration for gas or unrefined o i l ,  or in the opera­
tion or maintenance of fa c i l i t ie s  for the exploration for 
gao or unrefined o i l ,  is  the estimated price which the 
property would bring in an open market and under the t.-.c-n 
prevailing market conditions in a sale between a willi-'.g 
seller and a willing buyer both conversant with the pr.per 
ty and with prevailing general price levels.

(d) The fu ll and true value of taxable property .ted
or committed by contract or other agreement for the r : - 
duction of gas or unrefined o i l  or It. the operation c. 
maintenance of fac i l i t ie s  for the production of gas or 
unrefined 11 i t :
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C h ap ter 1
(1) on the construction commencement date the 

actual cost incurred or accrued with respect to the property 
as of the date of assessment;

(2) determined on each January 1 thereafter on 
the basis of replacement cost less depreciation based on 
the economic l i fe  of proven reserves.

(e) .The fu ll and true value of taxable property used 
or committed by contract or other agreement for pipeline 
transportation of gas or unrefined o i l  or In the operation 
or maintenance of fac i l i t ie s  for the pipeline transporta­
tion of gas or unrefined o il Is :

(1) on the construction commencement date and 
until January 1 following the date the pipeline begins to 
transport gas or unrefined o i l ,  the actual cost Incurred 
or accrued with respect to the property as of the date of 
assessment;

(2) determined on each January 1 thereafter with 
due regard to the economic value of the property based on 
the estimated l i f e  of the proven reserves of gas or unre­
fined o i l  then technically, economically and legally 
deliverable Into the transportation fa c i l i ty ;  however, I f  
the proven reserves of gas or unrefined o i l  then techni­
ca lly , economically and legally deliverable indicate an 
economic l i fe  materially shorter than the estimated physi­
cal l i f e  of the transportation fa c i l i t y ,  the fu ll and true 
value Is the actual cost reduced by an annual allowance for 
depreciation on a straight line basis over an economic l i fe  
based on the actual elapsed l i fe  from the commencement of 
fu ll  operation to '•he date of assessment plus the estimated 
remaining l i f e  of the proven reserves of gas and unrefined 
o i l  then technically, economically end legally deliverable 
into the transportation fac i l ity  as of the date of the 
assessment;

(3) on the aasessment date next following 
inability  to use or construct a l l  or a substantial part of 
the fac i l ity  for a period of 90 or more consecutive days 
because of natural disaster or legal prohibition, or other 
events beyond the control of a person having ownership or 
control of the property, adjusted to take Into account any 
diminution In value.

(f )  For purposes of this section, "actual cost" and 
"replacement cost" do not Include Interest capitalized 
before or during the period of construction nor the value 
of intangible drill ing expenses. In the case of taxable 
property under construction, "actual cost" for purposes of 
this section means the costs Incurred or accrued with 
respect to the property as of the date of assessment.

(g) The department may enter into agreements with a 
municipality for the cooperative or Joint administration of 
the assessing authority conferred on the department by this 
section.

Sec. 43.56.070. RETURNS, (a) The department may 
require by notice every person having ownership or control 
of an interest in property taxable under this chapter to- 4 -
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submit a return in the fcrc: prescribed by the- department, 
based on property values existing on January 1 of each 
year, except as otherwise provided in this chapter.

(b) The department by written notice nay require a 
person to provide additional Information within 30 days of 
the notice.

Sec. 43.56.060. INVESTIGATION. (a) The department
may make an investigation of property on which a return has 
been filed or of taxable property upon which no return has 
been filed. In either case, the department may make its 
own valuation of the taxable property, which is priir.a facie 
evidence of fu ll and true value.

(b) An employee or agent of the department may enter 
any premise necessary for the investigation during reason­
able hours and may examine property and appropriate records. 
The owner of the taxable property upon request shall fur­
nish to the employee or agent of the department reasonable 
assistance required for the investigation. I f  refused 
entry, the department may seek a court order to compel 
entry.

(c) For the purpose of tiie investigation the owner 
of the taxable property or his representative may be re­
quired to present himself for examination under oath by the 
department.

Sec. 43.56.090. ASSESSMENT ROLL. The department shall 
prepare annually the assessment ro l l  for taxation under 
this chapter. The ro ll shall contain:

(1) a description of a l l  taxable property;

(2) the assessed value of a l l  taxable property;

(3) the names and addresses of persons owning 
property subject to assessment and taxation.

Sec. 43.56.100. ASSESSMENT NOTICE, (a) Or. or before 
March 1 of each year, the department shall ser.d to every 
owner of taxable property named In the assessment ro l l  a 
notice of assessment, showing the assessed value of the 
property. Notice of assessment is effective on the date of 
mailing.

(b) The department shall send to a municipality a 
copy of the notice of assessment on any taxable property 
which is  assessed under the provisions of this chapter ar.d 
which is  located in the municipality and cn which a tax 
authorised under sec. 10(b) of this chapter.

Sec. 43.56.110. APPEAL TO THE DEPARTMENT, (a) Ar. 
owner of taxable property or a municipality receiving ar. 
assessment notice may object to the assessment by advising 
the department in writing of the objections- tu the assess­
ment within 20 days of the effective date of the notice.

(b) The department shai! provide by recrulatici f : 
notices of appeals ■ interested j ersers and municipal!- os.
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(e) Following an objection the department may adjust 

the assessment and the assessment ro l l .  An adjustment based 
on an objection from an owner of taxable property or a 
municipality shall be made within 30 days of the effective 
date of the notice of assessment.

Sec. t3.56.120. APPEAL TO THE STATE ASSESSMENT REVIEW 
BOARD, (a) After a ruling by the department on an appeal
made under sec. 110 of this chapter, the owner or a munici­
pality may further appeal to the board. The appeal must be 
filed in writing within 50 days of the effective date of 
the notice of assessment.

(L ) The board shall provide by regulation for notices
of appealc to interested persons and municipalities.

Sec. '(3.56.130. HEARINGS OF STATE ASSESSMENT REVIEW 
BOARD, (a) The board shall hear appeals filed under sec,
120(a) of this chapter.

(b) A majority of the board constitutes a quorum
required to transact business.

(c) The board shall provide by regulation for notices
of hearings to interested persons and municipalities.

(d) I f  an appellant fa ils  to appear at the hearing, 
the board may proceed with the hearing in his absence.

(e)
hearing.

The appellant bears the burden of proof at the

(f)  The only grounds for adjustment of assessed value 
is proof of unequal, excessive or improper valuation or 
valuation not determined in accordance with the standards 
set out in this chapter, based on facts stated in a written 
appeal timely filed or proved at the hearing.

(g) The board shall certify i t s  determinations to the 
department within seven days of the hearing.

(h) The department shall enter the changes and certify 
the final assessment ro l l  on or before June 1 of each year 
and by July 1 shall mail to the owner of taxable property
or his authorised agent a statement of the amount of tax 
due.

( i )  An owner or municipality may appeal tc the 
superior court for, and Is  entitled to, t r ia l  de novo of 
the board's action.

Sec. A3.56.lAO. SUPPLEMENTARY ASSESSMENT ROLLS. The 
department shall include property omitted from the assess­
ment r c l l  on a supplementary r o l l ,  using the procedures 
set out In this chapter for the original ro i l .

Sec. A3.56.150. COLLECTION AND DEPOSIT, (a) The 
tax levied by sec. 10(a) of this chapter is  payable to the 
department on or before September 30 of the taxable year.

(b) The department may provide for voluntary pre­
payment and for payment by Installments.

-6-

AGO 787659



Chapter 1
(c) The tax levied under sec. 10(a) of this chapter, 

Interest arid penalties collected with respect tc this levy 
shall be deposited in the general fund.

Sec. ^3.56.160. INTEREST AND PENALTY, When the tax 
levied by sec. 10(a) of this chapter becomes delinquent, a 
penalty of 10 per cent shall be added. Interest on the 
delinquent taxes, exclusive of penalty, shall be assessed 
at a rate or eight per cent a year.

Sec. <13.56.170. LIEN FOR TAX. The tax levied under 
sec. 10(a) of this chapter and the Interest and penalty 
provided in sec, 160 of this chapter are f irst  and paramount 
liens on the property subject to tax under this chapter.

Sec. ))3.56.180. REMEDY. The remedy of distraint of 
property set out in AS 1)3.20.270 applies to the tax levied 
by sec. 10(a) of this chapter. However, only property sub­
ject to the tax may be distrained.

Sec. 1)3.56.190. PENALTIES. A person who knowingly 
fa l ls  to f i le  a return when due or who makes a false state­
ment In a return required under this chapter with intent to 
evade taxation is guilty of a misdemeanor and upon convic­
tion is punishable by a fine of not more than $],000, or 
by Imprisonment for not more than six months, or by both, 
together with the costs of prosecution, notwithstanding the 
provisions of AS 12.80.030.

Sec. 1)3.56.200. REGULATIONS. The board and the 
department may adopt regulations in accordance with the 
Administrative Procedure Act (AS 1)1).62) as appropriate tc 
carry out their respective duties under this chapter.

Sec. 1)3.56.210. DEFINITIONS. In this chapter

(1) "board" means State Assessment Review Board;

(2) "construction commencement date" means the 
earlier of April 1, 197'1 or the date the following occur:

(A) there has been issued to the owner or 
his agent right-of-way permits, leases, and t i t le  and 
other rights in lands, and other approvals, permits, 
licenses and certificates, by federal, state and 
local agencies that a reasonable and prudent person 
would consider adequate to commence construction of 
the fa c i l i t ie s  in the expectation that a l l  other 
approvals, permits, licenses and certificates neces­
sary for the completion of fac i l i t ie s  will be obtained;

(B) a l l  approvals, permits, licenses and 
certificates are in fu ll fcrce ar.d effect, unrevoked 
and without any modification, which might Jeopardise 
the completion or continued construction of the 
f a c i l i t ie s ;  and

(C) no order, Judgment, decree, determina­
tion or award of a federal, state or local court or 
administrative or regulatory agency enjoining, either 
temporarily or permanently, the construction or the 
continuation of construction of the fac i l i t ie s  is lr. 
effect;
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(3) "department" means the Department of Revenue;

(4) "gas" Includes a l l  natural gas and a l l  hydro­
carbons produced at the wellhead not defined as o i l ;

(5) "Intangible drill ing expenses" means those 
expenses defined in eec. 263(c) of the United States 
Internal Revenue Code as defined on the effective date of 
this paragraph;

(6) "taxable property" means real and tangible 
personal property used or committed by contract or other 
agreement for use within this state primarily In the 
exploration for, production of, or pipeline transportation 
of gas or unrefined o i l  (except for property used solely 
for the re ta i l  distribution or liqueficatlon of natural 
gas), or in the operation or maintenance of fa c i l i t ie s  
used in the exploration for, production of, or pipeline 
transportation of gas or unrefined o i l ,  including machinery, 
appliances, supplies, equipment, drill ing rigs , wells 
(whether producing or not), gathering lines and transmis­
sion lines, pumping stations, compressor stations, power 
plants, topping plants, processing units, roads, tank 
farms, tanker terminals, docks and other port fac i l i t ie s  
a ir  strips and communication equipment and fa c i l i t ie s  
maintenance equipment and fa c i l i t ie s ,  and maintenar
and other related fa c i l i t ie s ;  "taxable property" <
Include permanent residences, office buildings reqt 
substantial local government services, or gas pipe. . 
systems operated as u t i l i t ie s  and regulated by the Mi 
Public U t i l i t ie s  Commission;

(7) "unrefined o il"  includes crude petroleum 
oil and other hydrocarbons regardless of gravity which are 
produced at the wellhead in liquid form and the liquid 
hydrocarbons known as d is t i l la te  or condensate recovered 
or extracted from gas other than gas produced in associa­
tion with o i l  and commonly known as casinghead gas.

* Sec. 2. AS 29.53.025(a) Is amended to read:

(a) Municipalities may exclude or exempt or partially  
exempt residential property from taxation by ordinance 
ratif ied  by the voters at a regular or special election.
An exclusion or exemption authorised by this section may 
not exceed $10,000 for any one residence.

* Sec. 3. AS 29.53 1b amended by adding a new section to 
read:

Sec. 29.53.Ob5. TAX OH OIL AND GAS PRODUCTION AND 
PIPELINE PROPERTY, (a) A municipality may levy and col­
lect taxes on taxable property taxable under AS 43-56 only 
by U3ing one of the methods set out in (b) or (c) of this 
section.

(b) A municipality may levy and collect a tax on the 
fu l l  and true value of taxable property taxable under
AS 43.56 as valued by the Department of Revenue at a rate 
not to exceed that which produces an amount of revenue 
from the total municipal property tax equivalent to $1,000 
a year for each person residing within its  boundaries.

-8-
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(e) A municipality may levy and collect a tax on the 

fu ll  and true value of that portion of taxable property 
taxable under AS A3. 5G at assessed by the Department of 
Revenue which, when combined with the value of property 
otherwise taxable by the municipality, does rot exceed the 
product of 225 per cent of the average per capita asaessed 
fu ll  and true value of property in the state multiplied by 
the number of residents of the taxing municipality.

(d) By February 1 of each assessment year a taxing 
municipality must Inform the Department of Revenue which 
method of taxation the municipality w ill use.

(e) For purposes of this section, population shall be 
determined by the commissioner of community and regional 
affairs based on the latest statistics of the United States 
Bureau of the Census or on other reliable population data, 
and shall advise each municipality of i ts  population as so 
determined by January 15 of each year.

* Sec. *J. AS 29.53.050 is amended by adding a new subsection 
to read:

(b) No municipality, or combination of municipalities 
occupying the same geographical area, in whole or in part, 
may levy taxes which will result in tax revenues from a l l  
sources exceeding either (1) S i , 000 a year for each person 
residing within their boundaries or (2) when combined with 
the value of property otherwise taxable by the municipali­
ty, the product of 225 per cent of the average per capita 
assessed fu ll and true value of property In the state 
multiplied by the number of residents of the taxing muni­
c ipality . I f  two or more municipalities occupying the ssr.e 
geographical area, in whole or in part, attempt to levy a 
tax the combined levy of which would result in tax revenues 
from a l l  sources exceeding either (1) $1,000 a year for 
each person residing within their boundaries or (2) when 
combined with the value of property otherwise taxable by 
the municipality, the product of 225 per cent of the aver­
age rer capita assessed fu ll and true value of property 
in t ie  state multiplied by the number of residents of the 
taxing municipality, the commissioner of community and 
regional affairs shall apportion the lawful levy and 
equitably divide these revenues on the basis of r.eed, ser­
vices performed and other considerations in the public 
interest. For the purpose of this subsection, population 
shall be determined by the commissioner of community and 
regional affairs based on the latest statistics of the 
United States Bureau of the Census or on other reliable 
population data.

* Sec. 5. AS 29.53.055 is amended to read:

Sec. 29.53.055. NO LIMITATION OH TAXES TO PAY BONDS. 
The limitations provided for in secs. 5̂ or 50 of this 
chapter do not apply to taxes levied or pledged to pay c :  
secure the payment of the principal and Interest on bonds. 
Taxes to pay or secure the payment of principal and inter­
est on bonds may be levied without limitation as tc rate 
or amount.

* Sec. 6. This Act takes effect on January 1, 197 .̂

-9-
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FliEK CONFKKFKCK COMMITTEE HIU’OHT *
ON

COMFEHENOK CM FOH .'SENATE CS FOU 
Co FOE HOUSE IHLE NO. 1

Tho Free Conference Committee has had Senate CS For CS 
for MB 1 under consideration anil roeonmiondn I t bo replaced 
with Free Conference Commit to o Substitute For Seinte CS 
for CS For House B i l l  Mo. 1. The principal chanqos In the 
Free Conference Committee Substitute from the Governor1 a 
b i l l  as Introduced are an follows:

1, Sec. k3.5G.010 (b) Includes lanf*uar,e stntinj; "Mo 
municipality may exempt from taxation property author­
ised to be taxed under th is  chapter ."  Tho e ffec t  of 
th is  is  to rei|U.lre Valdes and the North Star Borough to 
levy a personal property tax on pipeline related prop­
erty . The same paragraph l im its  exemptions from munici­
pal taxation to tho ;e currently  allowed under the muni­
c ipa l code.

2, Sec. 29 .53 ■ dt'j The b i l l  as Introduced lim ited p o l i t i c a l  
subdivisions to levy Inn a tax not to exc:ed V m ills  on 
the value of taxable property taxable under the Act.
The Free Conference Commit tee Substitute chances th is  
l im itat ion  to allow municipal f l e x ib i l i t y  In levying up 
to an amount equivalent to $1,000 in  to ta l  revenue per 
person resldlnn within its  boundaries or a tax on an 
amount up to 2256 of the avera.-o per capita assessed 
valuation in the sta te  m ultiplied by tho number of 
resld.uits in the taxinj; m unicipality . Assessment of 
the "taxable property" w i l l  be done on a state-wide 
basis by tho Board estab lished In the Act.

3, Sec. '13.056.020 (b ) A de f in it io n  of tho word "proper­
t i e s "  as relating; to mineral in terests  was inserted to ■ 
mho i t  c lea r  that thin -s such as o ff ice  bui.ldlnjj.i and 
other s im ilar  property not re lated  to production could • 
not be " Interpreted" as beln/j exempt from, this tax.

' l , Hoc. '13. 056.020 ( 7) and ( 8) allow m unicipalities to 
continue to tax-property under ex isting  law subject to 
the $1,000 per person or 225,’ per c p ita  assessed 
valuation lim itat ions  throurh the period proecdinjj 
the "construction commencement d a te ."  Without this 
chance i t  was the committee1s Fear that municipalities 
mii'ht be precluded From taxinj; property durlnp, this 
period. The ootisr.ittee I.eFt taxation of construction 
equipment to m un ic ipa lit ies .

5. See. '13.056,0 30 (2 ) (A) ar.d (C) 'Die committee adopted 
both the House and Senate concepts of a u t h o r ! slnR 
m unicipalities to levy a r e t a i l  sales or use tax on 
tho F irs t  $1,000 of each s a le .

6. See. k3. 056.OkO Members oF tho Assessment Review Board 
wore required to b e_knowledgeable of asses:.meat pro­
cedures and are subject to confirmation by the lop;is- 
l a tu r e .



7. Throughout (.tic Commit I: eo flubs: t I Lute, certa in  consistent 
language chans ms have been made to ci.ear.ly d iv ide the 
tax ing authorities: contained !n this; lo r* Is in t lon . Thus 
you will. iM ml Inserted sipuclfie references to "Coe. 10 
( a ) "  ol’ till;; chapter which mean;; that the committee 
ssubstltute r e s tr ic ts  the part icu la r  provision to deal­
ing with sta te  assessment and taxing mat tore . The other 
consistent ehanre is  to delete the words "p o l i t i c a l  
subdivision" and substitute "m unicipa lity , "  "Munici­
p a l i t y "  is  a more precise reference to a taxing en t ity  
of lo ca l  government.

8. Sec . Jl3.05Ci.0()0 (d) The Free Conference Committee
Substitute would value production equipment on the 
basis of replacement cost, ft was the fee l in g  of the 
committee that the o r ig ina l proposed "actual cost" 
reduced by depreciation might preclude assessment on 
an appreciating value of the equipment. Pepreciation 
of production equipment was changed from "units of 
production" to "economic l i f e  of proven rese rv es ."
Tli.ls change would t i e  depreciation d ire c t ly  to the 
estimated useful l i f e  of the production equipment.

9. Sec . Jl3.O5£>.210 (2) The defin it ion  of "construction
commencement date" has been changed to provide two 
options. Tho construction commencement date for sta te  
taxing purposes is to bo e ither  .April I ,  197*1» or the 
dale necessary permits or approvals, with no preventive 
injunctions or decree.:, are received should this date 
occur e a r l i e r  than April 1. Tho thinking here was that

.the' s ta te  would not tax property taxable under this Act 
u n t i l  such time as construction actually  began. The
fixed date was Inserted to insure, good fa ith  t}n the 
part of the companies ( i f  no permit wore applied for , 
obviously none could be granted). Should j.t be c le a r  
by April 1 that further leg a l  problems prevent the 
s ta r t  c f  construction, the leg is la tu re  would be In 
session and could amend the April 1 date to any other 
date of i t s  choosing.

10. Kefi. Ji3.056.210 (6) Tho def in it ion  of "taxable pro­
perty" deletes reference to equipment used in the 
construct Ion of the pipeline thus leaving this equip­
ment taxable by m unic ipa lit ies . The d e f in it ion  was 
c la r i f ie d  to include d r i l l in g  rigs and w e l ls ,  whether 
producing or not. An additional d ef in it ion  of "taxable

•property" was added excluding "permanent residences, 
o f f ic e  buildings requiring substantial loca l government 
se rv ices ,  or gas pipeline systems operated as u t i l i t i e s  
and regulated by the Alaska Public U t i l i t i e s  Commission."

11. Sec. 2 amends Ah 29.53.025 (<0 to read: "Municipalities 
way exclude or exempt or partially exempt residential 
property from taxation by ordinance ratified by the 
voters at a regular or special, election. An exclusion 
or exeiuation authorised by this section may not exceed 
:M0,000 for any one residence."
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Sec, <1. Add.; a now uubyoetion (l>) to A" 29.53.950 
to prevent the d o wb 11 i)o up of tax receipt:; in i-axliii1* 
utnul i'. I pa LI d o -.; whore municipal, boundar.lo:; ovorlap or 
iiuinlctpulitJ.oa occupy the name t e r ritory.

•See. 5. Lanrunno wan added to AS 29.53-055 to ninlco 
clear that kin* limitation:; mi municipal t.txlni; 
authority with re.upect to oil and it a:; proportion 
taxable under this chapter do not apply to taxon 
levied or pledpod to pay or secure tho payment of 
principal and interest cm bonds.

See. 6. The effective date in January 1, 197'!, 
rather than immediately an proposed by the bill an 
Introduced.



- T E S T A T E
of ALASKA

DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS

TO: r-  
I *V. Kent Dawson 

Fiscal Analyst 
Budget and Audit Committee

date October 16, 1973

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 that the 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 in the manner proposed by 
the referenced legislation is principally intended to return revenue 
to the State and, as such, is within the purview of that executive 
department 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 other 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 or 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 such 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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F I N A N C E  C O M M I T T E E  R E P O R T  

ON

H O U S E  B I L L  1

The F i n a n c e  C o m m i t t e e  h a s  h a d  H o u s e  B i l l  1 u n d e r  c o n s i d e r a t i o n
an d  r e c o m m e n d s  it be r e p l a c e d  w i t h  C o m m i t t e e  S u b s t i t u t e  for
H o u s e  B i l l  1 a n d  that the F i n a n c e  C o m m i t t e e  S u b s t i t u t e  do p a s s .

The p r i n c i p a l  c h a n g e s  in t h e  C o m m i t t e e  S u b s t i t u t e  f r o m  the
G o v e r n o r ' s  b i l l  as i n t r o d u c e d  a r e  as f o llows:

1. Sec. 4 3 . 0 5 6 . 0 1 0  (b) The b i l l  as i n t r o d u c e d  l i m i t e d  
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 i n g  a tax not to e x c e e d
7 m i l l s  on t h 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  
the Act. The C o m m i t t e e  S u b s t i t u t e  c h a n g e s  th i s  l i m i t a t i o n  
to a l l o w  m u n i c i p a l  f l e x i b i l i t y  i n  l e v y i n g  up to a n  a m o u n t  
e q u i v a l e n t  to $1 , 0 0 0  in  t o t a l  r e v e n u e  p e r  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 ;  a s s e s s m e n t  of the p r o p e r t y  w i l l  be 
d^ n e  on a s t a t e - w i d e  b a s i s  by the B o a r d  e s t a b l i s h e d  in  the Act.

2. Sec. 4 3 . 0 5 6 . 0 2 0  (2) A d e f i n i t i o n  o f  the w o r d  " p r o p e r t y” 
was i n s e r t e d  to m a k e  it c l e a r  that t h i n g s  su c h  as o f f i c e  
b u i l d i n g s  a n d  o t h e r  s i m i l a r  p r o p e r t y  not r e l a t e d  to 
p r o d u c t i o n  c o u l d  n o t  be " i n t e r p r e t e d "  as b e i n g  e x e m p t  
f r o m  this tax.

3. T h r o u g h o u t  the G o v e r n o r ' s  b ill, 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  c h a n g e s  h a v e  b e e 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 th i s  l e g i s l a t i o n .
Thus y o u  w i l l  f i n d  s p e c i f i c  r e f e r e n c e s  to "Sec. .010 (a)" 
of this c h a p t e r  w h i c h  m e a n s  that the c o m m i t t e e  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 i n g  w i t h  s t a t e  
a s s e s s m e n t  a n d  t a x i n g  m a t t e r s .  The o t h e r  c o n s i s t e n t  
ch a n g e  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 . "  " M u n i c i p a l i t y "  is a m o r e  
p r e c i s e  r e f e r e n c e  to a t a x i n g  e n t i t y  of l o cal g o v e r n m e n t .

4. Sec. 4 3 . 0 5 6 . 0 6 0  (d) and (e) The C o m m i t t e e  S u b s t i t u t e  
w o u l d  v alue the p i p e l i n e  o n  the b a s i s  of r e p l a c e m e n t  
cost. It was the f e e l i n g  o f  the c o m m i t t e e  that the 
o r i g i n a l  p r o p o s e d  " a c t u a l  c o s t "  r e d u c e d  by d e p r e c i a t i o n  
m i g h t  p r e c l u d e  a s s e s s m e n t  o n  an a p p r e c i a t i n g  v a l u e  of  
the p i p e l i n e .  P r o v i d i n g  f o r  c o n s i d e r a t i o n  of " r e p l a c e­
men t  c o s t "  g r a n t s  the s t a t e  a s s e s s o r  the a u t h o r i t y  to 
c o n s i d e r  a p p r e c i a t i o n  o f  v a l u e  as w e l l  as d e p r e c i a t i o n .

5. Sec. 4 3 . 0 5 6 . 1 5 0  (c) h a s  b e e n  s t r u c k  from the b i l l  as 
i n t r o d u c e d  in line w i t h  the d i v i s i o n  of t a x i n g  r e s p o n s i­
bi l i t i e s  .

6. Sec. 4 3 . 0 5 6 . 2 1 0  (2) The d e f i n i t i o n  of 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  has b e e n  c h a n g e d  to p r o v i d e  two o p t i o n s .
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  f o r  s t a t e  t a x i n g  
p u r p o s e s  is to be e i t h e r  A p r i l  1, 1 9 74, o r  the da t e  
n e c e s s a r y  p e r m i t s  o r  a p p r o v a l s ,  w i t h  no p r e v e n t i v e  i n j u n c­
tions or d e c r e e s ,  a r e  r e c e i v e d  s h o u l d  this d a t e  o c c u r  
e a r l i e r  t h a n  A p r i l  1. The t h i n k i n g  he r e  w a s  t h a t  the 
s t a t e  w o u l d  n o t  t a x  p r o p e r t y  t a x a b l e  u n d e r  this act u n t i l  
su c h  time as c o n s t r u c t i o n  a c t u a l l y  be g a n .  The f i x e d  d a t e  
was i n s e r t e d  to i n s u r e  g o o d  f a i t h  on the pa r t  of the 
c o m p a n i e s  (if no p e r m i t  w e r e  a p p l i e d  for, o b v i o u s l y  n o n e
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c o u l d  be g r a n t e d .  S h o u l d  It be c l e a r  by A p r i l  1 that f u r t h e r  
l e g a l  p r o b l e m s  p r e v e n t  the s t a r t  of c o n s t r u c t i o n ,  che 
l e g i s l a t u r e  w o u l d  be i n  s e s s i o n  and c o u l d  a m e n d  the A p r i l  1 
d a t e  to any o t h e r  da t e  of its c h o s i n g .

7. Sec. ^ 3 - 0 5 6 . 2 1 0  (6) The C o m m i t t e e  S u b s t i t u t e  d e l e t e s  the
e x c l u s i o n  of n a t u r a l  gas l i q u i f a c t i o n  p l a n t s  f r o m  the
d e f i n i t i o n  "ta x a b l e  p r o p e r t y . "  O v e r  the ye a r s ,  i n v e s t m e n t  
in p l a n t  a n d  e q u i p m e n t  r e l a t e d  to the l i q u i f a c t i o n  p l a n t  
of n a t u r a l  gas, w h i c h  is e s s e n t i a l l y  a f u n c t i o n  r e l a t e d  to 
m a k i n g  it t r a n s p o r t a b l e  by s h ip, is apt to be s u b s t a n t i a l .
To e x e m p t  t h i s  p l a n t  a n d  e q u i p m e n t  a p p e a r e d  to the c o m m i t t e e  
to b e  i n e q u i t a b l e .

8. Sec. 2 Sec. 2 w o u l d  r e p e a l  AS 2 9 . 5 3 . 0 2 5  (a) w h i c h r e a d s
as f o l l o w s : " 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  e x 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 . "
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F I N A N C E  C O M M I T T E E  R E P O R T

O N

H O U S E  S I L L  1

The F i n a n c e  C o m m i t t e e  has h a d  H o u s e  Bi l l  1 u n d e r  c o n s i d e r a t i o n
a n d  r e c o m m e n d s  it be r e p l a c e d  w i t h  C o m m i t t e e  S u b s t i t u t e  for
H o u s e  B i l l  1 and that the F i n a n c e  C o m m i t t e e  S u b s t i t u t e  do p a s s .

The p r i n c i p a l  c h a n g e s  i n  the C o m m i t t e e  S u b s t i t u t e  f r o m  the
G o v e r n o r ' s  b i l l  as i n t r o d u c e d  a r e  as fol l o w s :

1. Sec. *13.056.010 (b) The bill, as i n t r o d u c e d  l i m i t e d  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 i n g  a tax not t o  e x c e e d  7 m i l l s  on  the
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  the Act. The 
C o m m i t t e e  S u b s t i t u t e  c h a n g e s  th i s  l i m i t a t i o n  to a l l o w  
m u n i c i p a l  f l e x i b i l i t y  in l e v y i n g  up to an a m o u n t  e q u i v a l e n t  
to $ 1 , 0 0 0  i n  t o t a l  r e v e n u e  p e r  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 ]  a s s e s s m e n t  of the " t a x a b l e  p r o p e r t y "  w i l l  be 
d o n e  on a s t a t e - w i d e  b a s i s  by the B o a r d  e s t a b l i s h e d  i n  the 
A c t .

2. Sec. J!3 . 0 5 6 . 0 2 0  (2) A d e f i n i t i o n  o f  the w o r d  " p r o p e r t y "
was i n s e r t e d  to m a k e  it c l e a r  t h a t  t h i n g s  s u c n  as o f f i c e
b u i l d i n g s  a n d  o t h e r  s i m i l a r  p r o p e r t y  not r e l a t e d  to 
p r o d u c t i o n  c o u l d  not be " i n t e r p r e t e d "  as b e i n g  e x e m p t  f r o m  
t h i s  tax.

3. Sec. *13.056.020 (7) a n d  (8) a l l o w  m u n i c i p a l i t i e s  to c o n t i n u e  
to t a x  p r o p e r t y  u n d e r  e x i s t i n g  law s u b j e c t  to t h e  $ 1 , 0 0 0  p e r  
p e r s o n  l i m i t a t i o n  tiiruugli t h e  p e r i u u  p r e c e d i n g  t h e  " u e 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 . "  W i t h o u t  this c h a n g e  it was 
the c o m m i t t e e ' s  f e a r  th a t  m u n i c i p a l i t i e s  m i g h t  b e  p r e c l u d e d  
f r o m  t a x i n g  p r o p e r t y  d u r i n g  th i s  p e r i o d .

*1. Sec. *13.056.0*10 M e m b e r s  o f  t h e  A s s e s s m e n t  R e v i e w  B o a r d  w e r e  
ret., a i r e d  to be 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  but 
t h e y  w e r e  not r e q u i r e d  to be r e s i d e n t s  o f  the st a t e .  It was  
the f e e l i n g  o f  the c o m m i t t e e  that the n e e d  f o r  a s s e s s m e n t  
e x p e r t i s e  w a s  s u c h  t h a t  the G o v e r n o r  s h o u l d  h a v e  the a u t h o r i t y  
to o b t a i n  n e c e s s a r y  e x p e r t i s e  w h e r e v e r  lo c a t e d .

5. T h r o u g h o u t  the C o m m i t t e e  S u b s t i t u t e ,  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  c h a n g e s  h a v e  b e e 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 .  T h u s  y o u  
w i l l  fi n d  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 s  to "Sec. .010 (a)" 
of t h i s  c h a p t e r  w h i c h  m e a n s  that the c o m m i t t e e  s u o 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 i n g  w i t h  s t a t e  
a s s e s s m e n t  a n d  t a x i n g  m a t t e r s .  The o t h e r  c o n s i s t e n t  c h a n g e  
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 . "  " M u n i c i p a l i t y "  is a m o r e  p r e c i s e  r e f e r e n c 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 .

6. Sec. *13.056.060 (c) (d) and (e) The C o m m i t t e e  S u b s t i t u t e  
w o u l d  v a l u e  the p i p e l i n e  a n d  p r o d u c t i o n  e q u i p m e n t  on the 
b a s i s  of  r e p l a c e m e n t  cost. It was the f e e l i n g  o f  the c o m m i t t e e  
t h a t  t h e  o r i g i n a l  p r o p o s e d  " a c t u a l  c o s t "  r e d u c e d  by d e p r e c i a­
t i o n  m i g h t  p r e c l u d e  a s s e s s m e n t  on a n  a p p r e c i a t i n g  v a l u e  of
t h e  p i p e l i n e .  P r o v i d i n g  for c o n s i d e r a t i o n  of  " r e p l a c e m e n t  
c o s t "  g r a n t s  the s t a t e  a s s e s s o r  the a u t h o r i t y  to c o n s i d e r  
a p p r e c i a t i o n  o f  v a l u e  as well as d e p r e c i a t i o n .  D e p r e c i a t i o n
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o f  p r o d u c t i o n  e q u i p m e n t  (c) (2) was c h a n g e d  fr o m  "units 
of p r o d u c t i o n "  to " e c o n o m i c  life o f  p r o v e n  r e s e r v e s . "
T h i s  c h a n g e  w o u l d  tie d e p r e c i a t i o n  d i r e c t l y  to t h e  e s t i m a t e d  
u s e f u l  l i f e  o f  the p r o d u c t i o n  e q u i p m e n t .

Sec. *13.056.150 (c) h a s  b e e n  s t r u c k  from the b i l l  as 
i n t r o d u c e d  in line w i t h  t h e  d i v i s i o n  of t a x i n g  r e s p o n s i b i l i t i e s

Sec. *13.056.210 (2) The d e f i n i t i o n  of 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  has b e e n  c h a n g e d  to p r o v i d e  t w o  o p t i o n s . 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  f o r  s t a t e  t a x i n g  p u r p o s e s  is 
to be elthei A p r i l  1, 197*1, or the da t e  n e c e s s a r y  p e r m i t s  or 
a p p r o v a l s ,  w i t h  n o  p r e v e n t i v e  i n j u n c t i o n s  or d e c r e e s ,  are 
r e c e i v e d  s h o u l d  t h i s  d a t e  o c c u r  e a r l i e r  t h a n  A p r i l  1. The 
t h i n k i n g  h e r e  w a s  th a t  the s t a t e  w o u l d  not t a x  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 u n t i l  s u c h  time as c o n s t r u c t i o n  a c t u a l l y  
b e g a n .  The f i x e d  d a t e  w a s  I n s e r t e d  to i n s u r e  g o o d  f a i t h  on  
the p a r t  of the c o m p a n i e s  (if no  p e r m i t  v/ere a p p l i e d  for, 
o b v i o u s l y  n o n e  c o u l d  be g r a n t e d ) .  S h o u l d  it be c l e a r  by 
A p r i l  1 th a t  f u r t h e r  l e g a l  p r o b l e m s  p r e v e n t  the s t a r t  of 
c o n s t r u c t i o n ,  the l e g i s l a t u r e  w o u l d  be In s e s s i o n  a n d  c o u l d  
a m e n d  the A p r i l  1 d a t e  to any o t h e r  d a t e  of its c h o s l n g .

9. Sec. *13.056.210 (6) T h e  C o m m i t t e e  S u b s t i t u t e  d e l e t e s  the
UXU±LlSxOxl OX 1 let L* U i ‘a  ± £,clo i l t j u n  a o  b x u i i  p i a u i / u  i  a uiu u a c

d e f i n i t i o n  of " t a x a b l e  p r o p e r t y . "  O v e r  the y e a r s ,  i n v e s t m e n t  
in  p l a n t  and e q u i p m e n t  r e l a t e d  to the l i q u i f a c t i o n  of n a t u r a l  
gas, w h i c h  is e s s e n t i a l l y  a f u n c t i o n  r e l a t e d  to m a k i n g  it 
t r a n s p o r t a b l e  by s h i p ,  is apt to be s u b s t a n t i a l .  To e x e m p t  
t h i s  p l a n t  a n d  e q u i p m e n t  a p p e a r e d  t o  the c o m m i t t e e  to be 
i n e q u i t a b l e .

10.. Sec. 2 Sec. 2 w o u l d  r e p e a l  AS  2 9 . 5 3 . 0 2 5  (a) w h i c h  r e a d s  as
f o l l o w s : " 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  o r  p a r t i a l l y
e x 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 t t a c h e d  is a n  e s t i m a t e  of p r o j e c t e d  m u n i c i p a l  Ad V a l o r e m  t a x  
r e c e i p t s  u n d e r  the C o m m i t t e e  S u b s t i t u t e  for H o u s e  B i l l  1.

H i l l s t r a n d ,  C h a i r m a n  
H o u s e  F i n a n c e  C o m m i t t e e
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PROJECTED MUNICIPAL AD VALOREM TAX RECEIPTS 

UNDER CS FOR HOUSE BILL NO. 1

Lesser of $1000

Current
Population

Current 
Mi 11 age

Current 
Assessed 

Value ($000)

Per Capita 
or Current Millage on 
Assessed Value ($000)

1978
Population

1978 
Assessed 

Value ($000)

VALDEZ 1,106 15 $ 14,000 210* 3,000 $ 879,479

NORTH STAR 32,714 6.5 345,000 2,242* 50,000 654,942

NORTH SLOPE 3,322 12.45 202,000 2,515 4,000 1,733,297

KENAI 16,309 6.4 501,000 3,206 18,000 337,768

1978 
Lesser of $1000 

Per Capita or 20 Mills 
on Assessed Valuc($000l

$ 3,000

13,100

4,000

6,755

* If Valdez and the North Star Borough enact a personal property tax, 
current assessed value increases to $50,000,000 and $475,000,000 
respectively with the revenues increasing to $750,000 and $3,087,500



A t t a c h m e n t  A
To

Department of Community and Regional Affairs 
Fiscal Note

October 23, 1973

HB 1 and SB 1

100 -- Personal Services

Assistant State Assessor, Range 19 plus benefits $19.0
Clerk Typist III, Range 8 plus benefits 8.7

200 -- Travel

$277/

Assistant State Assessor, Full and True Value 
determination in local government taxing
jurisdictions impacted by pipeline - per annum $ 2.5

300 -- Contractual Services

per annum $ .2

400 —  Miscellaneous Office Supplies

per annum $ .1

500 -- Equipment, Initial Requirements $ 1.9

Two desks $ .4
Two Chairs .2
One Calculator .7
One Typewriter .6

$T79
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I. R E Q U E S T
B i l l  I d e n t i f i c a t i o n :  Senate Bill 1 House Bill 1_________________________________
T i t l e : 20-Mi 11 Tax on Oil and Oas Exploration, Production, & Transportation Property

R e q u e s t e d  by: Legislative Finance_____________________ D a t e :  October 11. 1973
R e t u r n  D a t e  R e q u e s t e d :  October 17 or as soon after that date as possible________
A g e n c y : Departments of Revenue & CommunitjP r o g r a m : Development______________________

____________________and Regional A f f a i r s ___________________________________________________

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  A l a s k a
F I S C A L  N O T E

F i r s t  S p e c i a l  S e s s i o n  -  E i g h t h  L e g i s l a t u r e

Ix. F I S C A L  D E T A I L
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d :  Local Government Assistance

A. E X P E N D I T U R E S : ( T h o u s a n d s  o f  dollars')

O B J E C T F Y  V * F Y  75 u vr j. / ̂ F Y  77 F Y  78 F Y  79

100 P E R S O N A L  S E R V I C E S 5.9 77,7 28.5 29,4 _ ,30.3 31.2
200 T R A V E L .7 2.5 2.6 2.8 2.9 3.1
300 C O N T R A C T U A L .1 .2 .3 .3 .4 .4
 ̂00 C O M M O D I T I E S .1 .1 .2 .2 .2
500 E Q U I P M E N T 1.9oo

L A N D  & S T R U C T U R E S !

700 G R A N T S ,  C L A I M S ,  ETC.

T O T A L
9.6 30.5 31.5 32.7 33.8 34.9

B. F U N D I N G : ( T h o u s a n d s  o f  d o l l a r s )

G E N E R A L  F U N D 9.6 30.5 31.5 32.7 33.8 34.9
F E D E R A L  F U N D S
O T H E R

* Fourth Quarter Fiscal Year 1974 only

C. P O S I T I O N S :

P E R M A N E N T / T E M P O R A R Y 2/ 2 / % ..... 2 /  . ...2, . /  . 2 /
M A N  M O N T H S  (P ./ T .) 6 / 24 / 24/ 24./ 2.4. jL 24 J  .

III. A N A L Y S I S  (See F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  III) 

This Fiscal Note measures the Secondary Impact of the enactment of HB 1 and SB 1 
and the subsequent construction of the Trans-Alaska Pipeline. An Assistant State 

Assessor and accompanying clerical support position will be necessary to deal with 
the secondary effec1' pipeline construction will have on the State Assessor's res­
ponsibility for evaluation of real and personal property. Pipeline construction 
and related activity should generate an increased flow into Alaska of equipment, 

vehicles and goods amenable to ad valorem taxation, necessarily resulting in an 
expanded' personal property and ad valorem tax base and adding to the administra­

tive concerns of the Public School Foundation Program.

IV. A T T A C H M E N T S

Attachment A -- Analysis of objects of expenditure

V. DATE: October 23, 1973 P R E P A R E D  BY: n  -
D'na'T<

C
Uoha'Td"flrgetsin g e r 
Deputy Commissioner

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e
cc: B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  (First Legislator* N a m e d )
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BY THE RULES COMMITTEE BY

IN THE HO U S E  R E Q U E S T  OP THE GOVERNOR

H O U S E  B I L L  NO. i 

IN THE L E G I S L A T U R E  OF THE STATE OF ALASKA 

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 CIAL SESSION

A BI L L

For an Act entitled: "An Act p r o v i d i n g  for taxets on prop e r t y  used in the

ex p l o r a t i o n  for, p r o duction of, or pipeline trans­

por ta t i o n  of gas or u n refined oil; and providing 

for an e f fective date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF T H E  STATE OF ALASKA:

S e c t i o n  1. \S **3 is a m e nded by a d d i n g  a n ew chapter to read:

C H A PTER 56. OIL- AND GAS EXPLORATION, PR 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  PROPERTY TAXES.

Sec. '13.56.010. LEVY OF TAX. (a) An annual tax of 20 mills Is 

levied each 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 and true 

value of taxable p r o p e r t y  taxable under this chapter1.

(b) P o l i t i c a l  s u b divisions may levy a tax not to exceed seven 

mills on the full and true value of taxable prop e r t y  taxable under 

this chapter. A tax levied by a pol i t i c a l  s u b d i vision under this sub­

section shall be cred i t e d  against the tax levied under (a) of this

s e c t i o n .

Sec. '13.5 6 .0 2 0 , EXEMPTIONS. The f o llowing are exempt from the 

taxes levied or a u t h o r i z e d  under this chapter:

(1) p r o p e r t y  rights a t t a c h e d  to or inherent in the right 

to explore for or p r o duce oil or gas;

(2) oil or gas leases 0 1  properties, w h e t h e r  p roducing or

not;

(3) oil or gas in place;

(4) oil or gas p r o d u c e d  or extracted in the state;

-1- H B  1

AGO 7 8 7 6 7 5  A



I

2

3

A

I

6

7

8

9

10

II

I?

13

14

15

16

17

18

19

?0

21

22

23

24

25

26

27

28

29

(5) the value of intanga.ule d r i l l i n g  and d e v e l opment 

expenses and e x p l o r a t i o n  expenses;

(6) an interest in p r o p e r t y  d e s c r i b e d  in AS *13.55.0 1 0 ( b ) ;

(7) before 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, prop e r t y 

which is intended to be used in this state p r i m a r i l y  for pipe l i n e  

tran s p o r t a t i o n  of gas or u n r e f i n e d  oil or for the p r o d u c t i o n  of gas or

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 pip e l i n e ;  and

(8) before 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, prop e r t y 

which is intended to be used w i t h i n  this 3tate p r i m a r i l y  in the 

erection, construction, installation, o p e r a t i o n  or m a i n t e n a n c e  of 

facilities for pipel i n e  t r a n s p o r t a t i o n  of gas or unr e f i n e d  oil, or

facilities for p r o d u c t i o n  of gas or u n r e f i n e d  oil to be t ransported by

that pipeline.

Sec. *13.56.030. IN PLACE OF A L L  O T H E R  TAXES. E x cept for those 

taxes imposed under AS *13-55 and AS *4 3 - 57 3 the taxes levied or 

a u t h o r i z e d  under this c h a p t e r  are in p l a c e  of

(1) all ad v a l o r e m  taxes or ot h e r  taxes imposed by 

the state or a p o litical s u b d i v i s i o n  on p r o p e r t y  subject to tax 

un d e r  this c h a pter or e x e m p t e d  from t a x a t i o n  by sec. 20 of this 

chapter, and

(2) all ot h e r  taxes I m p o s e d  by a p o l i t i c a l  s u b d i v i s i o n  

on or with respect to the p r o p e r t y  s u b ject to tax un d e r  this 

c h a p t e r  or e x e m p t e d  from taxation by sec. 20 of this chapter, 

including, but not limited to

(A) taxes on the sale or use of the prop e r t y  (except 

for retail sales taxes on p u r c h a s e s  w i t h i n  a p o litical subdiv i s i o n  

of prope r t y  not to be incl u d e d  in the value of t a x a b l e  property  

subject to taxes un d e r  this c h a p t e r ) ;

(13) taxes on the sale or use of gas or u n r e f i n e d  oil;

HB 1 “2-
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(C) taxes on the sale or use of services us e d  in or 

ass o c i a t e d  with the property or in its e r ection, const r u c t i o n ,  

mainte n a n c e  or operation;

(D) taxes on or m e a s u r e d  by gross or net income from  

the property, i n cluding income from the e x p l o r a t i o n  for, p r o d u c­

tion of, or pipeline 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 or 

p r operty; and

(E) any license, excise, fee, charge or ot h e r  tax on 

or p e r t a i n i n g  to the prop e r t y  or services.

Sec. '13.56.0110. ST A T E  A S S E S S M E N T  R E V I E W  BOARD. The State

Assessment Review Board is c r e ated w i t h i n  the D e p a rtment of Revenue. 

The board consists of five persons a p pointed by the g o v e r n o r  to serve 

at his pleasure.

Sec. '13.56.050. P E R  DIEM AMD EXPENSES. M e m b e r s  of the board

shall receive per diem and expenses aut h o r i s e d  by law for b o a r d s  and 

c o m m i s s i o n s .

Sec. 'I3.56.060. ASSESSMENT. (a) The d e p a rtment shall assess

property for the taxes levied under secs. 10(a) and 10(h) of this 

c h a pter at its full and true value as of January 1 of the assessment 

yea r  except that in the case of taxable prop e r t y  used or i n t e n d e d  to 

be used for the pipeline tran s p o r t a t i o n  of gas or u n r e f i n e d  oil or for 

the p r o d uction of gas or unrefined oil to be t r a n s p o r t e d  by that 

pipe l i n e  or in the erection, c o n s t ruction, insta l l a t i o n ,  o p e r a t i o n  or 

mainte n a n c e  of facilities for 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 

unrefined oil, or in the erection, construction, i n s t a l l a t i o n , o p e r a­

tion or ma i n t e n a n c e  of facilities for p r o d u c t i o n  of gas or u n r e f i n e d

oil to be transported by that, n i p e l i n e . the first a s s e ssment date 
except as provided in Sec. 2 o r  this Act.
shall be the construction commencement date/'1 I f - the- •e-orws-t-i'tKHrj-on

T
corairre-rrcre-men t-aato~- ) rrst'tl**?nr*tltvtTrrsnrs'.Tmc-'r:t"date" - h e  tax p a y a b l e

3- H B  1
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shall be p r e d a t e d  on the basis of the assessment y e a r  remaining.

(b) The full and true value of taxable p r o p e r t y  used or intended

to be used for the exploration for gas or u n r e f i n e d  oil, or in the 

erection, construction, installation, ope r a t i o n  or m a i n t e n a n c e  of 

facilities for the e x p l o ration for gas or u n r e f i n e d  oil, is the 

e s t i m a t e d  price which the prop e r t y  wo u l d  br i n g  in an open m a r k e t  and 

un d e r  the then prevaiT ng m a r k e t  conditions in a sale 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  buyer both conversant wit h  the p r o p e r t y  and with 

p r e v a i l i n g  general price levels-

(c) The full and true value of taxable p r o p e r t y  used or inte n d e d

to be used for the p r o duction of gas or u n r e f i n e d  oil or in the

erection, construction, installation, o p eration or m a i n t e n a n c e  of 

facilities for the p r o d uction of gas or u n r e f i n e d  oil

is:

(1) on the constr u c t i o n  commencement date the actual 

cost i n c u r r e d  or accrued wi t h  respect to the prop e r t y  as of the 

date of assessment;

n , (/'• (2) d e t e rmined on each January 1 t h e r e a f t e r  on the basis

of (a«£ual_jp_Oiit less d e p r e c i a t i o n  based on units of production.

(d) The full and true value of taxable p r o p e r t y  used or 

inte n d e d  to be used for pipe 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, or in the erection, construction, installation, o p e r a t i o n  or 

m a i n t e n a n c e  of facilities for the pipeline 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 is:

(1) on the constr u c t i o n  c o mmencement date and

until January 1 f o llowing the date the p i p e l i n e  begins to transport 

gas or unrefined oil, the actual cost incur r e d  or a c c r u e d  wit h  respect 

to the prop e r t y  as of the date of assessment;

(2) determined on each January 1 t h e r e a f t e r  w i t h  due regard

JIB 1
_!|_
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the replacement cost of the pipeline and 

I
/ .including the pipeline;

to/the economic life of the p r o p e r t y / b a s e d  on the e stimated life of the

p r o v e n  reserves of gas or u n r e f i n e d  oil then technically, e c o n o m i c a l l y  

and legally d eliverable Into the t ransportation facility; however, if 

the p r o v e n  reserves of gas or u n refined oil then t e c hnically, e c o n o m i­

cally and legally d e l i v e r a b l e  indicate an economic life m a t e r i a l l y

s h o r t e r  than the esti m a t e d  p h y s i c a l  life of the t r a n s p o r t a t i o n  facility,
replacement

the full and true value is the aetual cost r e d uced by an annual 

a l lowance for d e p r e c i a t i o n  on a straight line basis over an economic 

life ba s e d  on the actual e l a p s e d  life from the commencement of full 

o p e r a t i o n  to the date of assessment plus the estimated r e m a i n i n g  life of 

the p r o v e n  reserves of gas and u n r e f i n e d  oil then technically, e c o n o m i­

cally and legally de l i v e r a b l e  into the t ransportation facility as of 

the date of the assessment; and
I

(3) on the assessment date next following Inability to use 

or construct all or a substa n t i a l  part of the facility for a p e r i o d  of 

90 or more consecutive days because of n a t ural disas t e r  or legal p r o­

hibition, or other events b e yond the control of a p e r s o n  h a v i n g  

o wne r s h i p  or control of the property- •at^aral'^d— l'cr-ttrirer-Jrntyo-aeeetint

—  and "replacement cost

(e) For purposes of this section "actual cost"/does not include 

interest c apitalized pr i o r  to or d u r i n g  the p eriod of c o n s t r u c t i o n  

n o r  the va .ue of intangible d r i l l i n g  and development expenses.

In the case of taxable prope r t y  under construction, "actual cost" fcr 

p u r p o s e s  of this section means the costs incurred or a c c rued w i t h  

respect to the p r o p e r t y  as of the date of assessment.

Sec. >13.56.070. RETURNS, (a) The department may require by 

notice every p e rson h a v i n g  ownership or control of an interest In 

p r o p e r t y  taxable under this c h a pter to submit a return in the form 

p r e s c r i b e d  by the department, based on property values e x i s t i n g  on

-5- HB 1
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2

January 1, except as otherwise p r o v i d e d  in this chapter.

(b) The department by w r i t t e n  notice may require a p erson to 

provide additional information w i t h i n  30 days of the notice.

Sec. <13*56.080. INVESTIGATION. (a) The department may make an 

inves t i g a t i o n  of prope r t y  on which a return has been filed or of taxable 

prope r t y  upon which no return has been filed. In either case, the 

d e p artment may make its own v a l u a t i o n  of the taxable property, which  

is pr i m a  facie evidence of full a nd true value.

(b) An employee or agent cf the department may enter any premise 

necessary for the investigation d u r i n g  r e a s onable hours and may examine 

prop e r t y  and appropriate records. The ow n e r  of the taxable property 

upon request shall furnish to the employee or agent of the department
T

r e a s onable assistance required for the -investigation. If refused entry, 

the department may seek a court or d e r  to compel entry.

(c) F or the purpose of the i n v e s t i g a t i o n  the owner of the 

taxable property or his repr e s e n t a t i v e  may be required to present 

h i m s e l f  for ex a m i n a t i o n  under oath by the department.

Sec. <13.5 6 .0 9 0 . AS S E S S M E N T  ROLL. The department shall prepare 

annually the only assessment roll for taxat i o n  u n d e r  this chapter. The 

roll shall contain:

(1) a d e s c r iption of all taxable property;

(2) the assessed value of all taxable property;

(3) the names and a ddresses of persons o w n i n g  property 

subject to assessment and taxation

Sec. <13.56.100. A S S E S S M E N T  . fICE. (a) On or before Ma r c h  1 

of each year, the department shall send to every owner of taxable 

prop e r t y  na m e d  in the assessment roll a notice of assessment, s h o wing 

the assessed value of the property. N otice of assessment is effective 

on the date of mailing.

HB 1  - 6 -
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(b) The d e p a rtment shall also send to a p o litical subdivision  

a copy of the notice of assessment, on any taxable property w h i c h  is 

assessed under the p r o v i s i o n s  of this chapter and w h i c h  is located in 

the p o litical s ubdivision and on wh i c h  a tax is authorized under 

sec. 10(b) of this chapter.

Sec. il3.56.110. A P P E A L  TO THE DEPARTMENT. (a) An o w n e r  of 

taxable property or a p o l i t i c a l  s u b d i v i s i o n  rec e i v i n g  an assessment 

notice may object to the assessment by advis i n g  tho department in 

w r i t i n g  of the objections to the assessment within 20 days of the 

effective date of the notice.

(b) The department shall p r o vide by regulation for notices cf 

appeals to interested persons and p o l i t i c a l  subdivisions.

(c) F o l l o w i n g  an o b j e c t i o n  the department may adjust the a s s e s s­

ment and the assessment roll. An adjustment based on an obj e c t i o n  from 

an owner of taxable p r o p e r t y  or a p o litical s u b d i vision shall be made 

within 30 days of the e ffective date of the notice of assessment.

Sec. '13.56.120. A P P E A L  TO THE ST A T E  ASSESSMENT R E V I E W  BOARD.

(a) After a r uling by the d e p a rtment on an appeal made u n d e r  sec. 110 

of this chapter, the ow n e r  or poli t i c a l  subdivision m ay further appeal 

to the board. The appeal must be filed in w r i t i n g  within 50 days 

of the effective date of the notice of assessment.

(b) The board shall provide by r e g u lation for notices of appeals

to i n t e rested persons and pol i t i c a l  subdivisions.

Sec. 43.56.130. H E A R I N G S  OF ST A T E  A S S E S S M E N T  R EVIEW BOARD. (a) 

The board shall hear appeals filed u n d e r  sec. 120(a) of this chapter.

(b) A m a j o r i t y  of the board constitutes a q u o r u m  required to 

transact business.

(c) The board shall p r o v i d e  by r e g u lation for notices of hearings

to interested persons and p o litical subdivisions.

“7- HB 1
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(d) If an appellant falls to appear* at the hearing, the board 

may p r o c e e d  with the hearing- in his absence.

(e) The appellant bears the burden of pr o o f  at the hearing.

(f) The only grounds for adjustment of assessed value is p r o o f  of 

unequal, e x c e s s i v e  or improper v a luation or valuation not d e t e r m i n e d  in 

a c c ordance w i t h  the standards set out in this chapter, based on

facts s tated in a written appeal timely filed or p r oved at the hearing.

(g) The board shall certify its d eterminations to the department 

w i t h i n  seven days of the hearing.

(h) The department shall enter the changes and certify the final 

a s s essment roll on or before June 1 of each y e a r  and by July 1 shall 

mail to the owner of taxable property or his authorized agent a 

statement of the amount of tax due.

(i) An owner or p o litical s u b d i v i s i o n  m ay appeal to the superior 

court for, and is entitled to, trial de novo of the b o a r d’s action.

Sec. <13.56.1*10. SUPPL E M E N T A R Y  A S S E S S M E N T  ROLLS. The department 

shall include property o m i tted from the a s s essment roll on a s u p p l e­

mentary roll, us i n g  the procedures set out in this chapter for the 

o r i g i n a l  roll.

Sec. *13.56.150. CO L L E C T I O N  AND DEPOSIT. (a) The tax levied by 

this c h a p t e r  is p a y able to the department n or before S e p t e m b e r  30 of 

the tax year.

(b) The department may provide for voluntary prepayment and for 

p a y m e n t  by installments.

(c) If a poli t i c a l  s ubdivision levies the tax authorised by 

sec. 10(b) of this chapter, the department shall collect the tax 

un d e r  this c h a pter and prom p t l y  remit it to the political subdivision.

(d) All other taxes, interest and pen a l t i e s  collected under 

this c h a p t e r  shall be d e posited in the general fund.

HB 1 -8-
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Sec. 43.56.160. INTEREST AND PENALTY. W h e n  the tax levied by this 

chapter becomes delinquent, a penalty of 10 per cent shall be added. 

Interest on the delinquent taxes, exc l u s i v e  of penalty, shall be 

assessed at a rate of eight per cent a year.

Sec. 43.56.170. LIEN FOR TAX. The tax levied un d e r  this chapter  

and the interest and p e n alty p r o v i d e d  in sec. 160 of this c h a pter are 

first and paramount liens on the p r o p e r t y  subject to tax un d e r  this 

chapter.

Sec. 43.56.l80. REMEDY. The remedy of distraint on p r o p e r t y  

set out in AS 43-20.270 applies to the tax levied by this chapter. 

However, only property subject to the tax may be distrained.

Sec. 4 3.56.190. PENALTIES. A p e r s o n  who k nowingly falls to 

file a return when due or who makes a false statement in a return 

requi r e d  u n d e r  this chapter with intent to evade taxation is guilty of 

a m i s d e m e a n o r  and upon conviction is pun i s h a b l e  Dy a fine of not more 

than $1,000 or by imprisonment for not more than six months, or by both, 

t o g e t h e r  with costs of prosecution.

Sec. 43.56.200. REGULATIONS. The board and the d e p a rtment may 

adopt regulations in accordance with AS 44.62 as approp r i a t e  to carry 

out their respective duties under this chapter.

Sec. 43.56.210. DEFINITIONS. In this chapter

(1) ''board" means State As s e s s m e n t  Review Board;

(2) "construction commencement date" m e a n s :
(A) April 1, 1974; or (B) if earlier, the date the follcv.'ii
(i) there has been I s s u e d  to the owner or his agent

r i g ht-of-way permits, leases, and title and o t h e r  rights in lands,

and other approvals, permits, licenses and c e r t ificates, by

federal, state and local agencies that, a rea s o n a b l e  and prudent

person would consider adequate to commence c o n s t r u c t i o n  of the

facilities in the ex p e c t a t i o n  that all other approvals, permits,

-9- HB 1
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licenses and certificates necessary for the com p l e t i o n  of 

facilities will be obtained;

(ii) all approvals, permits, licenses and certificates 

are in full force and effect, unrevoked and without any m o d ifi- 

c a t l o n X  which might jeo p a r d i z e  the completion or continued c o n­

struc t i o n  of the facilities; and

o f  a federal, state or local court or a d m i n i strative or regulatory 

agency enjoining, e i t h e r  t emporarily or permanently, the c o n s t r u c­

tion or the continuation of construction of the facilities is in

those expenses defined in sec. 263(c) of the U n i t e d  States Internal 

R e v e n u e  Code as defined on the effective date of this paragraph;

p r o p e r t y  used or Inte n d e d  to be used w ithin this state primarily in 

the e x p l o r a t i o n  for, p r o d uction of, or pipeline tran s p o r t a t i o n  of gas 

or u n r e f i n e d  oil (except for property used solely for the retail 

d i s t r i b u t i o n  or solely for the liquification of natural gas), or in 

the erection, construction, installation, operation or ma i n t e n a n c e  of 

facilities used 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 pipe l i n e  

t r a n s p o r t a t i o n  of gas or u n refined oil, I n cluding machinery, appliances, 

supplies, equipment, d r i l l i n g  rigs, g a thering lines and t r a n s m i s s i o n  

lines, p u m p i n g  stations, c o m pressor stations, p o w e r  plants, t o p ping  

plants, p r o c e s s i n g  units, roads, tank farms, t anker terminals, docks 

and other port facilities, air strips, communication equipment and

(iii/no order, judgment, decree, d e t e rmination or award

effect.

(3) "department" means Department of Revenue;

(*1) "gas" includes all natural gas and all h y drocarbons

p rod u c e d  at the v/ellhead not d e f ined as oil;

(5) "intangible drill i n g  and d e v e l opment expenses" means

(6) "taxable property" means real and tangible perso n a l
j'
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Original sponsor: Rules Committee by
request of the Governor

Offered: 10/24/73

IN THE HOUSE BY THE FINANCE COMMITTEE 

CS FOR HOUSE BIL L  NO. 1 

IN THE LE G I S L A T U R E  OF THE STATE OF ALASKA 

EIGHTH L E G I S LATURE - FIRST S P E CIAL SESSION

A BILL

For an Act entitled: "An Act p r oviding for taxes on property used in the

exploration for, p r o duction of, or pipeline t r a n s­

portation of gas or unrefined oil; and providing for 

an effective date."

BE IT ENACTED BY THE L EGISLATURE OF THE STATE OF ALASKA:

# S e c tion 1. AS 43 is amended by adding a new chapter to read:

CHAPTER 56. OIL AND GAS EXPLORATION, PRODUCTION AND 

PIPELINE T RANSPORTATION PROPERTY TAXES.

Sec. 43.56.010. LEVY OF TAX. (a) An annual tax of 20 mills is 

levied each tax year b e ginning January 1, 1974, on the full and true 

value of taxable property taxable under this chapter.

(b) Notw i t h s t a n d i n g  AS 29.53.030, m unicipalities m ay levy and

collect a tax on the full and true value of taxable property taxable 

under this chapter as valued by the assessment board established by 

this chapter at a rate not to exceed that which produces an amount of 

revenue equivalent to $1,000 per person per year residing within its 

boundaries. A tax levied by a munici p a l i t y  under this subsection shall 

be credited against that amount of the tax levied under (a) of this 

section and shall be levied at a rate no higher than the millage rate, 

using the same assessment methods, applicable to other property taxable 

by the municipality. Exemptions shall be limited to those set out in

AS 29.53.020 and 29.53.025 and sec. 20 of this chapter.

Sec. 43.56.020. EXEMPTIONS. The following are exempt from the 

taxes levied or authorized under this chapter:

- 1 - CSHB 1
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respect to the property subject to tax under this chapter or exempted 

from taxation by sec. 20 of this chapter, including, but not limited to,

(A) taxes on the sale or use of the property (except 

for retail sales taxes on purchases w i t h i n  a municipaxity of 

property not to be included in the value of taxable property 

subject to taxes under this chapter);

(B) taxes on the sale or use of gas or unrefined oil;

(C) taxes on the sale or use of services used in or

associated with the property or in its erection, construction, 

maintenance or operation;

(D) taxes on or m e a s u r e d  by gross or net income from

the property, including income from the exploration for, p r o d u c­

tion of, or pipeline t r a n s p ortation of gas or unrefined oil or 

Droperty; and

(E) any license, excise, fee, charge or other tax on 

or pertaining to the property or services.

Sec. *13.56.0*10. STATE ASS E S S M E N T  REVIEW BOARD. The State A s s e s s­

ment Review Board is created w ithin the Department of Revenue. The 

board consists of five persons appointed by the governor to serve at 

his pleasure, each of whom must be knowledgeable of assessment p r o c e­

dures and is not required tc. be a resident of the state.

Sec. *13.56.050. PER DIE M  AND EXPENSES. Members of the board 

shall receive per diem and expenses authorised by law for boards and 

c o m m i s s i o n s .

Sec. *13.56.060. ASSESSMENT. (a) The department shall assess 

property for the taxes levied under sec. 10(a) of this chapter at its 

full and true value as of January 1 of the assessment year except that 

in the case of taxable property used or intended to be used for the 

pipeline transportation of gas or unrefined oil or for the production

-3- CSHB 1
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O r i g i n a l  s p o n s o r :  R u l e s  C o m m i t t e e  b y  O f f e r e d :  1 0 / 2 4 / 7 3

r e q u e s t  o f  t h e  G o v e r n o r

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HO U S E  B I L L  NO. 1 

IN T HE L E G I S L A T U R E  OF THE STATE OF ALASKA 

EIGHTH LE G I S L A T U R E  - FIRST S P E CIAL SESSION

A BIL L

For an Act entitled: "An Act prov i d i n g  for taxes on property used in the

explor a t i o n  for, pro d u c t i o n  of, or pipeline t r a n s­

por t a t i o n  of gas or unrefined oil; and providing for 

an effective date."

BE IT ENACTED BY T HE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43 is amended by adding a new chapter to read:

CHAPTER 56. OIL AND GAS EXPLORATION, PRODUCTION AND 

P IPELINE T R A N S P ORTATION PROPERTY TAXES.

Sec. 43.56.010. LEVY OF TAX. (a) An annual tax of 20 mills is 

levied each tax year begi n n i n g  January 1, 1974, on the full and true 

value of taxable property taxable un d e r  this chapter.

(b) N o t w i t h s t a n d i n g  AS 29.53.030, m u n i c i palities may levy and

collect a tax on the full and true value of taxable property taxable 

under this chapter as valued by the assessment board established by 

this chapter at a rate not to exceed that which produces an amount of 

revenue equivalent to $1,000 per p e r s o n  per year residing within its 

boundaries. A tax levied by a m u n i c i p a l i t y  under this subsection shall 

be credited against that amount of the tax levied under (a) of this 

section and shall be levied at a rate no higher than the millage rate, 

using the same assessment methods, applicable to other property taxable 

by the municipality. Exemptions shall be limited to those set out in

AS 29.53.020 and 29.53.025 and sec. 20 of this chapter.

Sec. 43.56.020. EXEMPTIONS. The following are exempt from the 

taxes levied or a u t horised under this chapter:

-1- CSHB 1
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(1) property rights attached to or inherent in the right 

to explore for or produce oil or gas;

(2) oil or gas leases or properties, whether producing or 

not; "properties" means m i n eral Interests in oil and gas and working 

interests, royalty interest, and overriding royalty interests in oil 

and gas leases;

(3) oil or gas in place;

('l) oil or gas prod u c e d  or extracted in the state;

(5) the value of intangible drilling and development expenses 

and exploration expenses;

(6) an interest in property described in AS ^ 3 . 5 5 • 0 1 0 ( b );

(7) before the constr u c t i o n  commencement date, property taxed 

under sec. 10(a) of this chapter which is intended to be used in this

state p r imarily for pipeline transportation of gas or unrefined oil

or for the p r o d u c t i o n  of gas or unrefined oil to be transported by that 

pipeline; and

f %) before the constr u c t i o n  commencement date, property taxed 

under sec. 10(a) of this chapter wh i c h  is Intended to be used w i t h i n  

this state p r i m a r i l y  in the erection, construction, installation, o p e r a­

tion or ma i n t e n a n c e  of facilities for pipeline t ransportation of gas or 

unrefined oil, or facilities for production of gas or unrefined oil to

be transported by that pipeline.

Sec. '13.56.030. IN PLACE OF ALL OTHER TAXES. Except for those 

taxes imposed under ch. 55 of this title and ch. 57 of this title, 

the taxes 3e Led or authorized under this chapter are in place of

(1) all ad valorem taxes or other taxes imposed by the 

state or a munici p a l i t y  on property subject to tax under this chapter 

or exempted from taxation by sec. 20 of this chapter, and

(2) all other taxes imposed by a munici p a l i t y  on or with 

CSHB 1 -2-
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respect to the property subject to tax under this chapter or exempted 

from taxat i o n  by sec. 20 of this chapter, including, but not limited to,

(A) taxes on the sale or use of the property (except 

for r etail sales taxes on p urchases w i t h i n  a municipality of 

p r o p e r t y  not to be included in the value of taxable prop e r t y  

subject to taxes under this chapter);

(B) taxes on the sale or use of gas or unrefined oil;

(C) taxes on ..he sale or u se of services used in or

a s s o ciated with the p r o p e r t y  or in its erection, construction, 

m a i n t e n a n c e  or operation;

(D) taxes o n  or measu r e d  by gross or net income from

the property, including income from the exploration for, p r o d u c­

tion of, or pipeline trans p o r t a t i o n  of gas or unrefined oil or 

property; and

(E) any license, excise, fee, charge or other tax on 

or p e r t a i n i n g  tc the property or services.

Sec. *13.56.040. STATE A S S ESSMENT REVIEW BOARD. The State A s s e s s­

ment Review Board is created w i t h i n  the Department of Revenue. The 

board consists of five p e r sons a p pointed by the governor to serve at 

his pleasure, ea c h  of whom must be knowledgeable of assessment p r o c e­

dures and is not required tc be a resident of the state.

Sec. 43.56.050. PER DIEM AND EXPENSES. Members of the board 

shall receive per diem ana expenses authorised by law for boards and 

c o m m i s s i o n s .

Sec. 43.56.060. ASSESSMENT. (a) The department shall assess 

p r o p e r t y  f o r  the taxes levied under sec. 10(a) of ''his chapter at its 

full ai.d true value as of January 1 of the assessment year except that 

in the case of taxable prope r t y  used or intended to b n  used for the 

oipeiine t r a n s p o r t a t i o n  of gas or unrefined oil or for the production

-3- CSHB 1.
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of gas or u n refined oil to be transported by that pipeline or in the 

erection, construction, installation, operation or m a i n t e n a n c e  of 

facilities for pipeline t r a n s p o r t a t i o n  of gas or unrefined oil, or in 

the erection, construction, Installation, operation or m a i n t enance of 

facilities for p r o d u c t i o n  of gas or unrefined oil to be transported 

by that pipeline, the first ass e s s m e n t  date shall be the constr u c t i o n  

commencement date. If the c o n s t r u c t i o n  commencement date is used as 

the assessment date, the tax p a y a b l e  shall be prorated on the basis of 

the assessment year remaining.

(b) The full and true value of taxable property used or intended 

to be used for the e x p l o r a t i o n  f or gas or u n refined oil, or in the 

erection, construction, installation, operation or m a i n t e n a n c e  of 

facilities for the e x p l o ration for gas or unrefined oil, is the e s t i­

mated  price wh i c h  the p r o p e r t y  would bring in an open m a r k e t  and under 

the then p r e v a i l i n g  m a r k e t  conditions in a sale b e t w e e n  a w i l l i n g  seller 

ana a w i l ling bu y e r  bo t h  c o n v ersant w i t h  the property and witi: prevailing 

general price levels.

(c) The full and true value of taxable prop e r t y  used or intended 

to be used for the p r o d u c t i o n  of gas or u n refined oil or in the 

erection, construction, installation, operation or m a i n t e n a n c e  of 

facilities for the p r o d u c t i o n  of gas or u n refined oil is:

(1) on the c o n s t r u c t i o n  commencement date the actual cost 

incurred or accrued wi t h  r e s pect to the property as of the date of 

assessment;

(2) det e r m i n e d  on each J a n uary 1 thereafter on the basis 

of replacement cost less d e p r e c i a t i o n  based on the economic life of 

pr o v e n  reserves.

(d) T he full and true value of taxable property used or intended 

to be used for 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 unrefined oil, or in

SHB 1 -4-
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the erection, construction, installation, operation or ma i n t e n a n c e  of 

facilities for the pipeline transportation of gas or unrefined oil is:

(1) on the construction commencement date and until 

January 1 following the date the pipeline begins to transport gas or 

unrefined oil, the actual cost incurred or accrued with respect to the

property as of the date of assessment;

(2) determined on each January 1 thereafter w i t h  due regard 

to the replacement cost of the pipeline the economic life of the

property, including the pipeline, based on the estimated life of the

proven reserves of gas or unrefined oil then technically, econom i c a l l y  

and legally deliverable into the transportation facility; however, if 

the p roven reserves of gas or unrefined oil then technically, e c o n o m i­

cally and legally deliverable indicate an economic life mat e r i a l l y  

shorter than the estimated physical life of the transportation facility, 

the full and true value is the reolacement cost reduced by an annual 

allowance for d e p reciation on a straight line basis over an economic 

life based on the actual elapsed life from the commencement of full 

operation to the date of assessment plus the estimated rema i n i n g  life

of the proven reserves of gas and. unrefined oil then technically, 

economically and legally deliverable into the transportation facility 

as of the date of the assessment; and

(3) on the assessment date next following inability to use

or construct all or a substantial part of the facility for a p e r i o d  of

90 or more consecutive days because of natural disaster or legal p r o­

hibition, or other events beyond the control of a person having o w n e r­

ship or control of the property.

(e) For purposes of this section "actual cost" and "replacement 

cost" do not include interest capitalised before or during the period 

of construction nor the value of intangible drilling and de v e l o p m e n t
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expenses. In the case of taxable property under construction, "actual 

cost" for purposes of this section means the costs incurred or accrued 

with respect to the property as of the date of assessment.

Sec. 43.56.070. RETURNS. (a) The department m ay require by 

notice every person having ownership or control of an interest in 

property taxable unaei’ sec. 10(a) of this chapter to submit a return 

in the form prescribed by the department, based on property values 

existing on January 1, except as otherwise provided in this chapter.

(b) The department by written notice may require a p e r s o n  tc 

provide additional information w ithin 30 days of the notice.

Sec, 43.56.080. INVESTIGATION. (a) The department m a y  make an 

investigation of property on wnieh a return has bee n  filed or of taxable 

property upon which no return has been filed. In either case, the 

department may make its own valuation of the taxable property, which 

is prima facie evidence of full and true value.

(d ) An employee or agent of the department m a y  enter any premise 

necessary for the investigation during reasonable hours and may examine 

property and appropriate records. The owner of the taxable property 

upon request shall furnish to "he employee or agent of the department 

reasonable assistance required for the Investigation. If refused entry, 

the department m ay seek a court order to compel entry.

(c) For the purpose cr  the investigation the owner of the taxable 

property or his representative m ay be required to present himself for 

examination under oath by the department.

Sec. 43.56.090. ASSESSMENT ROLL. The department shall prepare 

annually the only assessment roll for taAation under sec. 10(a) of this 

chapter. The roll shall contain:

(1) a description of all taxable property;

(2) the assessed value of all taxable property;

SHB 1 -6-
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(3) the names and addresses of persons owning prope r t y  

subject to assessment and taxation.

Sec. 43.56.100. ASSESSMENT NOTICE. (a) On or before March 1 

of each year, the department 3hall send to every owner of taxable 

oroperty named in the assessment roll a notice of assessment, showing 

the asse s s e d  value of the property. Notice of assessment is effective 

on the date of mailing.

(b) The department shall send to a municipality a copy of the 

notice of assessment on any taxable property which is assessed under 

the provisic 's of this chapter and which is located in the municipality 

and on which a tax Is authorized under sec. 10(b) of this chapter.

Sec. 4 3 .5 6 .llO. A PPEAL TO THE DEPARTMENT. (a) An owner of 

taxable property or a municipality receiving an assessment notice may 

object to the assessment by advising the department in writing of the 

objections to the assessment within 20 days of the effective date of 

the notice.

(b) The department shall provide by regulation for notices of 

appeals to interested persons and municipalities.

(c) F o l l o w i n g  an objection the department may adjust the a s s e s s­

ment and the assessment roll. An adjustment based on an objection from 

an owner of taxable property or a municipality shall be made within

30 days ol' the effective date of the notice of assessment.

Sec. 43-56.120. APPEAL TO THE STATE A S S ESSMENT REVIEW BOARD.

(a) Af t e r  a ruling by the department on an appeal made under sec. ilO 

o f  this chapter, the owner or a mun'cipality may further appeal to the 

board. The appeal must be filed in writing within 50 days of the 

effective date of the notice of assessment.

(b) The board shall provide by regulation For notices of appeals 

to Interested persons and municipalities.
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Sec. 43.56.130. HEARINGS OF STATE A S S E S S M E N T  R E V I E W  EOARD. (a)

The board shall hear appeals file^ under sec. 120(a) of this chapter.

(b) A majority of the board constitutes a q uorum required tc 

transact business.

(c) The board shall provide by r e g ulation for notices of hearings 

to interested persons and municipalities.

(d) If an appellant fails to appear at the hearing, the board 

may proceed with the hearing in his absence.

(e) The appellant bears the burden of pr o o f  at the hearing.

(f) The only grounds for adjustment of assessed value is proof of 

unequal, excessive or improper valuation or val u a t i o n  not de t e r m i n e d  in 

ac c o rdance with the standards set out in this chapter, based on 

facts stated in a written appeal timely filed or proved at the hearing.

(g) The board shall certify its d e t e r m inations to the d e p a rtment 

w i t h i n  seven days of the hearing.

(h) The department shall enter the changes and certify the final 

assessment roll cn or before June 1 of each year and by July 1 shall 

mall to the owner of taxable property or his a u t h orized agent a 

statement of the amount of tax due.

(i) An owner or m u nicipality may appeal to the superior court 

for, and Is entitled to, trial de novo of the board's action.

Sec. 43.56.140. S U P P LEMENTARY A S S E S S M E N T  ROLLS. The department 

shall Include property omitted from the a s s e ssment roll on a s u p p l e­

mentary roll, using the procedures set out in this chapter for the 

original roll.

Sec. 43.56.150. C O L L ECTION AND DEPOSIT. (a) The tax levied by 

sec. 10(a) of this chapter is payable to the d e p artment on or before 

September 30 of the tax year.

(b) The department may provide for v o luntary prepayment and for 

CSHB 1 -8-
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payment by installments.

(c) All other taxes, interest and penalties collected under 

this chapter shall be deposited in the general fund.

Sec. 43.p6.l60. INTEREST AND PENALTY. When the tax levied by 

sec. 10(a) of this chapter becomes delinquent, a penalty of 10 per cent 

shall be added. Interest on the delinquent taxes, e x clusive of penalty, 

shall be assessed at a rate of eight per cent a year.

Sec. 43-56.170. LIEN FOR TAX. The tax levied under sec. 10(a) 

of this chapter and the Interest and penalty provided in sec. 160 of this 

chapter are first and paramount liens on the property subject to tax 

under this chapter.

Sec. 4 3-56.180. REMEDY. The remedy of distraint on property 

set out in AS 43.20.270 applies to the tax levied by sec. 10(a) of 

this chapter. However, only property subject to the tax may be d i s­

trained .

Sec. 4 3 .5 6 .190. PENALTIES. A person who knowingly fails to 

file a r eturn when due or who makes a false statement In a return 

required under this chapter with intent to evade taxation is guilty of 

a m i s d e meanor and upon conviction Is punishable by a fine o f  not more 

than $1,000 or by Imprisonment for not more than six months, or bv both, 

together with costs of prosecution.

Sec. *13.56.200. REGULATIONS. The board and the department may 

adopt regulations in accordance with AS 44.62 as a ppropriate to carry 

out their respective duties under this chapter.

Sec. A 3.56.210. DEFINITIONS. In this chapter

(1) "board" means State Assessment Review Board;

(2) "construction commencement date" means:

(A) April 1, 1974; or

(B) if earlier, the date the following occur:
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(i) there has been Issued to the owner or his agent

right-of-way permits, leases, and title and other rights in

lands, and other approvals, permits, licenses and certificates 

by federal, state and local agencies that a reasonable and 

prudent person would consider adequate to commence construction 

of the facilities in the expectation that all other approvals, 

permits, licenses and certificates necessary for the completion 

of facilities will be obtained;

(ii) all approvals, permits, licenses and certificate

are in full force and effect, unrevoked and without any m o d i f i­

cation, which might jeopardize the completion or continued 

c o nstruction of the facilities; and

(iii) no order, judgment, decree, determination or 

award of a federal, state or local court or administrative or 

regulatory agency enjoining, either temporarily or permanently, 

the construction or the continuation of construction of the 

facilities is in effect;

(3) "department" means Department of Revenue;

(4) "gas" includes all natural gas and all hydrocarbons 

produced at the wellhead not defined as oil;

(5) "intangible dril l i n g  and development expenses" means

those expenses defined in sec. 263(c) of the United States Internal

Revenue Code as defined on the effective date of this paragraph;

(6) "taxable property" means real and tangible personal 

property used or Intended to be used within this state primarily in 

the exploration for, production of, or pipeline transportation of gas 

or unrefined oil (except for property used solely for the retail 

d i s t r i b u t i o n  of natural gas), or in the erection, construction, 

installation, ope r a t i o n  or m a i n t enance of facilities used in the
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exploration for, production of or pipeline transportation of gas or 

unrefined oil, including machinery, appliances, supplies, equipment, 

drilling rigs, gathering lines and transmission lines, pumping 

stations, compressor stations, power plants, topping plants, processing  

units, roads, tank farms, tanker terminals, docks and other port 

facilities, air strips, c o m m u nication equipment and facilities, and 

maintenance equipment and facilities, construction and maintenance 

camps and other related facilities;

(7) "unrefined oil" includes crude petroleum oil and other 

hydrocarbons regardless of gravity which are produced at the wellhead 

in liquid form and the liquid hydrocarbons known as distillate or 

condensate recovered or extracted from gas other than gas produced 

in association with oil and commonly known as casinghead gas.

* Sec. 2. AS 29.53.025(a) is repealed.

* Sec. 3. This Act takes effect on the day after its passage and approval 

on the day it becomes law without approval.

-11- CSHB 1
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Honorable Terry Miller,
President of Ihe Senate

Honorable Tom Fink,
Speaker of the House of Representatives

Gentlemen and 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 Committoo S u b ­
stitute for House Dill Ho. 1 (ad valorem tax on oil and [pas 
exploration, production and pipeline uransporoat. ion property) 
to"Section 5 of the bill.

Section 5 of the bill amends AS 29.53.095 to provide that the 
limitations on municipal taxation proposed in Section 15 us 
well as those existing limitation: in Section 5:> of Ao s.5o3 
do not a n o ly  to taxes levied or pledged to pay or secure toe 
payment of the principal and interest on bonded indebtedness.

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 of the 
Committee that Section 5 of the bill is not intended to expand 
local governments 1 right to tax facilities covered by this act 
but only to give local governments tho right in case of default 
or pending default on bonds to exceed the limits in Sec. l<5 and 
5 0  o f  AS 2 9 . 5 3 .

V ■ n . Bill 'hay ,* Chairman A

f \ / a u
.. i %  / • > ,  £

Sci?'. V/. tf j.iprmar

( J L d s - ' - ' L

R a p . Cru .i r^e^Ltan, Chairman

f
,-v-L_______

^ 7/

* -----   * J

. /  r ;> /
 - A
hop. Bud Saylor::-^

M  //■ J ■A  '  A '  - > : ± A l
'hop. Plonn Hacdcney A
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N THE SENATE BY SILIDES

SENATE BILL MO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTH LEGISLATURE - FIRST SPECIAL SESSION

A BILL

or an Act entitled: "An Act providing for a state tax on property used

in the exploration for, production of, or pipeline 

transportation of gas or unrefined oil; and providing 

for an effective date."

E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43 is amended by adding a new chapter to read:

CHAPTER 56. OIL AND GAS EXPLORATION, PRODUCTION AND 

PIPELINE TRANSPORTATION PROPERTY TAX.

Sec. 43.56.005. LEGISLATIVE DECLARATION OF PURPOSE. The legis­

lature finds and declares that Alaska’s renewable and nonrenewable 

resources belong to all the people of the state. Therefore it is 

appropriate that the residents of acommunity be permitted to benefit 

directly from the resource peculiar to that area to ensure orderly 

development and to improve their standard of living. However, it is 

unwise to permit these direct benefits to accrue solely to one locale 

to the exclusion of the remainder of the state's populace merely 

because of geological accident. By virtue of the fact that some 

communities v/ill experience extraordinary population growth during 

the period of development of these resources, great burdens will be 

imposed by the rapidly expanding population on public services thus 

straining the financial resources of these communities beyond their 

fiscal ability to cope with municipal service demands unless specially 

assisted by the state. It is the intention of the legislature that 

'he -'i.,-ite share its wealth among a l l  the people of-this state according

- 1 -
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to community need to ensure that every citizen and every unit of local 

government benefit regardless of residence or geographical location. 

Furthermore, it is the intention of the legislature that these shared 

revenues will be used by the state and the receiving units of local 

government to develop other nonrenewable resources and to perpetuate 

the conservation and increase of those renewable resources long a part 

of the state's heritage and economy which will outlive the supply of 

the nonrenewable resources.

Sec. 43.56.010. LEVY OF TAX. (a) An annual tax of 20 mills is 

levied each tax year beginning January 1, 1974, on the full and true 

value of taxable property taxable under this chapter.

(b) Instead of receiving shared revenue payments ur.der sec. 210-

(a)(1) of this chapter, a municipality may levy a tax noi to exceed 

3.33 mills on the full and true value of taxable property taxable 

under this chapter. However, the total tax rate levied under this 

subsection and (a) of this section may not exceed 20 mills.

Sec. 43.56.020. IN PLACE OF ALL OTHER TAXES. Except for the 

imposition of the oil and gas properties production tax (ch. 55 of 

this title), the tax Imposed by this chapter is in place of all 

taxes imposed by:

(1) the state or any of its political subdivisions upon

(A) producing oil or gas leases; or

(B) oil or gas produced or extracted in the state; or

(2) a political subdivision upon

(A) oil or gas in place;

(B) possessory interests in oil or gas leaseholds 

whether producing or not; or

(C) the value of intangible drilling, development, and 

exploration expenses.

AGO 7 8 7 6 9 9



Sec. 43.56.030. STATE ASSESSMENT REVIEW BOARD. The State 

Assessment Review Board is created within the Department of Revenue.

The board consists of three persons appointed by the governor to 

serve at his pleasure. Each board member

(1) must be a resident of the state and knowledgeable 

of assessment procedures; and

(2) is subject to confirmation by a majority of the 

members of the legislature in joint session.

Sec. 43.56.040. COMPENSATION; PER DIEM AND EXPENSES. Except 

for a state official or employee who is a member of the board, each 

member of the board shal] receive a stipend of $100 a day for each 

day in which he attends a board meeting or carries out his responsi­

bilities under this chapter. All board members shall receive per 

diem and expenses authorized by law for boards and commissions.

Sec. 43.56.050. ASSESSMENT. (a) The department shall assess 

property for the taxes levied under secs. 10(a) and 10(b) of this 

chapter at its full and true value as of January 1 of the assessment 

y e a r .

(b) The full and true value of taxable property used or committed 

by contract or other agreement for use in the exploration for gas or 

unrefined oil, or in the erection, construction, installation, operation 

or maintenance of facilities for the exploration for gas or unrefined oil, 

is the estimated price which the property would bring in an open market 

and under the then prevailing market conditions in a sale between a 

willing seller and a willing buyer both conversant with the property

and with prevailing general price levels.

(c) The full and true value of taxable property used or committed 

contract or other agreement for use in the production of gas or

unrefined oil or in the erection, construction, 'Installation, operation

-3-
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or maintenance of facilities for the production of gas or unrefined oil : 

(1) until January 1 following the date production begins the 

actual cost incurred or accrued with respect to the property as of the 

date of assessment;

(j) determined on each January 1 thereafter on the basis 

of replacement cost less depreciation based on the economic life of 

proven reserves.

(d) Ihe full and true value of taxable property used or committed 

by contract or other agreement for use in the pipeline transportation 

of gas or unrefined oil, or in the erection, construction, installation, 

operation or maintenance of facilities for the pipeline transportation 

of gas o: unrefined oil is:

(1) until January 1 following the date the pipeline begins 

to transport gas or unrefined oil, the actual cost incurred or accrued 

with respect to the property as of the date of assessment;

(2) determined on each January 1 thereafter with due regard 

to the replacement cost of the pipeline the economic life of the 

property, including the pipeline, based on the estimated life of the 

proven reserves of gas or unrefined oil then technically, economically 

and legally deliverable into the transportation facility; however, if 

the proven reserves of gas or unrefined oil then technically, economi­

cally and legally deliverable indicate an economic life materially 

shorter than the estimated physical life of the transportation facility, 

the full and true value is the replacement cost reduced by an annual 

allowance for depreciation on a straight line basis over an economic 

life based on the actual elapsed life from the commencement of full 

operation to the date of assessment plus the estimated remaining life

of the proven reserves of gas and unrefined oil then technically, 

economically and legally deliverable into the transportation facility

A G O  7 8 7 7 0 1
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as of the date of the assessment; and

(3) on the assessment date next following inability to use

or construct all or a substantial part of the facility for a period of 

90 or more consecutive days becuase of natural disaster or legal pro­

hibition, or other events beyond the control of a person having owner­

ship or control of the property, adjusted to take into account any 

diminution in value.

(e) For purposes of this section "actual cost" and "replacement 

cost" do not include interest capitalised before or during the period 

of construction nor the value of intangible drilling, development and 

exploration expenses. In the case of taxable property partially com­

pleted or under construction, "actual cost" for purposes of this section

means the costs incurred or accrued with respect to the property as of

the date of assessment.

Sec. 43.56.060. RETURNS. (a) The department may require by

notice every person having ownership or control of an interest in 

property taxable under sec. JO of this chapter to submit a return 

in the form prescribed by the department, based on property values 

existing on January 1, except as otherwise provided in this chapter.

(b) The department by written notice may require a person to 

provide additional information within 30 days cf the notice.

Sec. 43.56.070. INVESTIGATION. (a) The department may make an 

investigation of property on which a return has been filed or of tax­

able property upon which no return has been filed. In either case, 

the department may .r.ake its own valuation of the taxable property, 

which is prima facie evidence of full and true value.

(0 ) An employee or agent of the department may enter any premise

necessary for the investigation during reasonable hours and may examine 

property and appropriate records. The owner of the taxable property



upon request shall furnish to the employee or agent of the department 

reasonable assistance required for the investigation. If refused 

entry, the department may seek a court order to compel entry.

(c) For the purpose of the investigation the owner of the taxable 

property or his representative may be required to present himself for 

examination under oath by the department.

Sec. 43.56.080. ASSESSMENT ROLL. The department shall prepare 

annually the only assessment roll for taxation under sec. 10 of this 

chapter. The roll shall contain:

(1) a description of all taxable property;

(2) the assessed value of all taxable property;

(3) the names and addresses of persons owning property 

subject to assessment and taxation.

Sec. 43.56.090. ASSESSMENT NOTICE. (a) Before March 2 

of each year, the department shall send to every owner of taxable 

property named in the assessment roll a notice of assessment, showing 

the assessed value of the property. Notice of assessment is effective 

on the date of mailing.

(b) The department shall send to a municipality a copy of the 

notice of assessment on any taxable property which is assessed under 

the provisions of this chapter and which is located in the municipal: ';y 

and on which a tax is authorized under sec. 10(b) of this chapter.

Sec. 43.56.100. APPEAL TO THE DEPARTMENT. (a) An owner of 

taxable property or a municipality receiving an assessment notice may 

object to the assessment by advising the department in writing of the 

objections to the assessment within 20 days of the effective date of the notice

(b) The department shall provide by regulation for notices of 

appeals to interested persons ar.d municipalities.

(c) Following an object ion the department may-adjust the assess-

- 0 -
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m e n t  a n d  t h e  a s s e s s m e n t  r o l l .  A n  a d j u s t m e n t  b a s e d  o n  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  o r  a  m u n i c i p a l i t y  s h a l l  b e  m a d e  w i t h i n  

3 0  d a y s  o f  t h e  e f f e c t i v e  d a t e  o f  t h e  n o t i c e  o f  a s s e s s m e n t .

S e c .  4 3 . 5 6 . 1 1 0 .  A P P E A L  T O  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 .

( a )  A f t e r  a  r u l i n g  b y  t h e  d e p a r t m e n t  o n  a n  a p p e a l  m a d e  u n d e r  s e c .  1 0 0  

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

b o a r d .  T h e  a p p e a l  m u s t  b e  f i l e d  i n  w r i t i n g  w i t h i n  5 0  d a y s  o f  t h e  

e f f e c t i v e  d a t e  o f  t h e  n o t i c e  o f  a s s e s s m e n t .

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

t o  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 .

S e c .  4 3 . 5 6 . 1 2 0 .  H E A R I N G S  O F  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 .  ( a )  

T h e  b o a r d  s h a l l  h e a r  a p p e a l s  f i l e d  u n d e r  s e c .  1 1 0 ( a )  o f  t h i s  c h a p t e r .

( b )  A  m a j o r i t y  o f  t h e  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  t o  

t r a n s a c t  b u s i 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  b y  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  

t o  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 )  I f  a n  a p p e l l a n t  f a i l s  t o  a p p e a r  a t  t h e  h e a r i n g ,  t h e  b o a r d  

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

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

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

f a c t s  s t a t e d  i n  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  a t  t h e  h e a r i n g .

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

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

a s s e s s m e n t  r o l l  on or before J u n e  1 of e a c h  y e a r  a n d  b y  J u l y  1 s h a l l

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

s t a t e m e n t  c f  t h e  amount cf t a x  d u e .
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(i) An owner or municipality may appeal to the superior court 

for, and is entitle! to, trial de novo of the board's action.

Sec. il3.56.130. SUPPLEMENTARY ASSESSMENT ROLLS. The department 

shall include property omitted from the assessment roll on a supple­

mentary roll, using the procedures set out in this chapter for the 

original roll.

Sec. 43.56.140. COLLECTION AND DEPOSIT. (a) The tax levied by 

sec. 10 of this chapter is payable to the department on or before 

September 30 of the tax year.

(b) The department may provide for voluntary prepayment and for 

payment by installments.

(c) If amunicipality levies the tax authorized by sec. 10(b) 

of this chapter, the department shall collect the tax under this 

chapter and promptly remit it to the municipality.

(d) All other taxes, interest and penalties collected under this 

chapter shall be deposited in the general fund. Hov;ever, interest 

and penalties applicable to taxes collected by the department for a 

municipality under sec. 10(b) of this chapter shall be remitted 

promptly tc the municipality levying the tax.

Sec. 43.56.150. INTEREST AND PENALTY. When the tax levied by 

sec. 10 of this chapter becomes delinquent, a penalty of 10 per cent 

shall be added. Interest on the delinquent taxes, exclusive of penalty 

shall be assessed at a rate of eight per cent a year.

Sec. 43.56.l60. LIEN FOR TAX. The tax levied under sec. 10 

of this chapter and the interest and penalty provided in sec. 1 5 0 of 

this chapter are first and paramount liens on the property : ' ject to 

tax under this chapter.

Sec. 43.56.170. REMEDY. The remedy of distraint on property 

set out in AS '13.20.270 applies to the tax l e v i e d  by sec. 10 of

- 8 -
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this chapter. However, only property subject to the tax may be dis­

trained.

Sec. 43.56.l80. PENALTIES. A person who knowingly fails to 

file a return when due or who makes a false statement in a return 

required under this chapter with intent to evade taxation is guilty 

of a misdemeanor and upon conviction is punishable by a fine of not 

more than $1,000 or by imprisonment for not more than six months, or 

by both, together with costs of prosecution.

Sec. 43.56.190. REGULATIONS. The board, the department, and the 

Department of Community and Regional Affairs may adopt regulations 

in accordance with the Administrative Procedure Act (AS 44.62) as 

appropriate to carry out their respective duties under this chapter.

Sec. 43.56.200. AUTHORIZATION OP APPROPRIATION. There is 

authorized to be appropriated to the Department of Community and 

Regional Affairs each year an amount equal to one-half of the sum 

of the amount deposited in the general fund under sec. 150 of this 

chapter.

Sec. 43.56.210. DISTRIBUTION TO LOCAL GOVERNMENT OF SHARED 

REVENUES. (a) As soon as practicable following the annual appropria­

tion provided for in sec. 200 of this chapter, the Department of 

Community and Regional Affairs shall distribute the sum appropriated 

among the eligible receiving units of local government as follows:

(1) An amount equal to one-third of the sum appropriated to 

the Department of Community and Regional Affairs shall be divided among 

the organized boroughs and cities outside an organized borough that 

contain within their boundaries taxable property taxable under this 

chapter according to the following formula:

D = AVRU______________x ___________ S____________
TAV 3

Win )•>(.!
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D = the payment distributed to each eligible receiving unit of 

local government;

AVRU = the assessed valuation of the taxable property taxable 

under this chapter in each eligible receiving unit of local government;

TAV = the total assessed valuation of the taxable property 

taxable under this chapter in all organized boroughs and cities outside 

an organized borough that contain within their boundaries taxable 

property taxable under this chapter;

S = the sum appropriated to the Department of Community and 

Regional Affairs under sec. 200 of this chapter.

(2) an amount equal to 26-2/3 per cent of the sum appropri­

ated to the Department of Community and Regional Affairs shall be 

divided among the organized boroughs and cities outside an organized 

borough that contain within their boundaries taxable property taxable 

under this chapter according to the following formula:

D = PRUT x S
TPRU 3 - 7 5

where

D = the payment distributed to each eligible receiving unit of 

local government;

PRUT = the population of each organised borough or city outside 

an organized borough that contains within boundaries taxable property 

taxable under this chapter;

TPRU = the total population of the organized boroughs and cities 

outside an organised borough that contain within their boundaries 

taxable property taxable under this chapter;

S = the sum appropriated to the Department of Community and 

Regional Affairs under sec. 200 of this chapter.

However, an amount paid to an eligible receiving unit of local govern­

ment under this paragraph v. y not n xm c.d 3.5 per cent of 11k assessed

- 1 0 -
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valuation of the taxable property taxable under this chapter that 

lies within the boundaries of the eligible receiving unit of local 

government.

(3) An amount equal to 40 per cent of the sum appropriated 

to the Department of Community and Regional Affairs shall be divided 

among each organised borough and each city outside an organized borough 

in the state according to the following formula:

D = PRU x S
TPS "275"

w here

D = the payment distributed to each eligible receiving unit of 

local government;

PRU = the population of each organised borough and each city out­

side an organized borough;

TPS = the total population of the state;

S = the sum appropriated to the Department of Community and 

Regional Affairs under sec. 200 of this chapter.

(b) After June 30, 1979, the proportions of the sum appropriated 

under sec. 200 of this chapter to be distributed to eligible receiving 

units of local government under (a)(1), (2) and (3) of this section 

shall be 20 per cent, 20 per cent and 60 per cent, respectively.

(c) When an organised borough is the unit receiving the payment 

distributed by the Department of Community and Regional Affairs under 

this section, the borough shall first apply the payment to the cost 

of areawide operation and maintenance of public schools under AS 14.- 

40.060 and AS 29.33*050. If a balance remains in the payment, it 

shall be divided by the borough among the cities and service areas 

lying within the borough in the proportion that the population of a 

city or service area boars to the total population of the borough.

(d) As used In rhls section, "population" means that number of

- 1 1 -
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inhabitants residing within each organized borough, city within or 

outside an organized borough, service area within an organized borough, 

or in the state, as determined by the Department of Community and 

Regional Affairs based on the latest statistics of the United States 

Bureau of the Census or on other reliable population data.

Sec. 43.56.220. ANTICIPATORY BORROWING. After the effective 

date of this chapter, an organized borough or a city eligible to receive 

a payment from the state under s e c : alO of this chapter may borrow 

from the state in accordance with AS 29.58.010 - 29.58.060 in anticipa­

tion of receipt of the payment authorized under sec. 210 of this 

chapter. A revenue anticipation note shall bear interest at the rate 

of six per cent a year on the unpaid balance effective from the date 

of the note. The commissioner of community and regional affairs shall 

deduct from any payment made under sec. 210 of this chapter all pay­

ments of principal and interest due the state under a revenue anticipa­

tion note issued by a borough or city under this section. The authority 

to issue revenue anticipation notes under this section expires June 30, 

1979 3 unless extended by the legislature.

Sec. 43.56.230. DEFINITIONS. In this chapter

(1) "board" means State Assessment Review Board;

(2) "department" means Department of Revenue;

(3) "gas" includes all natural gas and all hydrocarbons 

produced at the wellhead not defined as oil;

(4) "taxable property" means real and tangible personal 

property used or committed by contract; or other agreement for use in 

this state primarily in- the exploration for, production of, or pipeline 

transportation of gas or unrefined oil (except gas pipeline systems 

op'"rating as utilities and regulated by the Alaska Public Utilities

or in the erection, construction, installation, operation

- 1 2 -
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or maintenance of facilities used in the exploration for, production 

of or pipeline transportation of gas or unrefined oil, including 

machinery, appliances, supplies, equipment, drilling rigs, gathering 

lines and transmission lines, pumping stations, compressor stations, 

power plants, topping plants, processing units, roads, tank farms, 

tanker terminals, docks and other port facilities, air strips, communi­

cation equipment and facilities, and maintenance equipment and facili­

ties, construction and maintenance camps and other related facilities; 

"taxable property" does not include permanent residences or office 

buildings requiring substantial local government services;

(5) "unrefined oil" includes crude petroleum oil and other 

hydrocarbons regardless of gravity which are produced at the wellhead 

in liquid form and the liquid hydrocarbons known as distillate or 

condensate recovered or extracted from gas other than gas produced in 

association with oil and commonly known as casinghead gas. 

s Sec. 2. AS 29.53 is amended by adding a new section to read:

Sec. 29.53.045. OIL AND GAS PROPERTIES. No municipality may 

assess, levy or collect an ad valorem tax on the value of intangible 

drilling, development and exploration expenses, oil or gas in place, 

or possessory interests in oil or gas leaseholds whether producing or 

not. This prohibition does not limit the collectability of any tax 

levied before the effective date of this section.

* Sec. 3. AS 43.55.010(b) is repealed and re-enacted to read:

(b) Except for the imposition of the oil and gas exploration, 

production and transportation property tax (ch. 56 of this title, the 

tax imposed by this chapter is in place of all taxes imposed by

(1) the state or any of its political subdivisions upon 

(A) producing oil or gas leases; or

(D) oil or gas produced or extracted in the state; or 

-13-
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(2) a political subdivision upon 

(A) oil or gas in place;

(D) possessory interests in oil or gas leaseholds 

whether producing or not; or

(C) the value of intangible drilling, development and 

exploration expenses.

* Sec. 4. This Act takes effect on the day after its passage and approval 

or on the day it becomes law without approval.
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R E V E N U E  A V A I L A B L E  T O  E X I S T I N G  & P O T E N T I A L  L O C A L  G O V E R N M E N T S

AREA

NORTH SLOPE

NORTH STAR

* FT. YUKON

* S.E. FAIRBANKS 
(TOK)

1975
PROJECTED
POPULATION

M o o

40,000

1 , 5 0 0

4,500

■t» LIMIT Q 
$ 2 , 0 0 0  

PER CAPITA

OIL-RELATED
TAXABLE

PROPERTY

$ 8 , 0 0 0 , 0 0 0  $ 3 5 3 , 3 0 0 , 0 0 0

80,000,000 94,000,000

3 , 0 0 0 , 0 0 0

9 ,0 0 0 , 0 0 0

REVENUES 
■ GENERATED 
BY VARIOUS 

MILLS MILL LEVIES

1 0
2 0
30

1 0
2 0
30

1 0
2 0
30

1 0
2 0
30

,/ s* ■* /•‘I
f j  /  C?
$ 3,530,000 

6,060,000 
1 0 , 5 9 0 , 0 0 0  
, :;/ o , O

940,000
1 , 8 8 0 , 0 0 0
2 , 8 2 0 , 0 0 0

AETNA REGIONAL 
CORP. (Chitna, 
C-lennallen,efcc. )

VALDEZ

SI

2 , 0 0 0

2 , 0 0 0

-

4,000,000 1 0
2 0
-.0

4 , 0 0 0 , 0 0 0  1 3 1 , 0 0 0 , 0 0 0  1 0  
- 2 0

S L n  »  S ~ 7 f, 3  0 0

-Boroughs that might possibly be created 
and together would contain most of the 
pipeline not in existing bor o ug h’s or 
municipalities. These areas are a 
combination of regional corporations 
and census districts.

$12.870 .000

A  j > 0
1 , 3 1 0 , 0 0 0  
2 , 6 2 0 , 0 0 0  
3 , 9 3 0 , 0 0 0

Maximum
total tureen on petroleum 
industry (assuming a 10 
mill levy in the North Star 
Borough).

„  ^  • i
O  / / V *
v .i ^5 y 7  A I v *—  (\j
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p y
1976

R E V E N U E  A V A I L A B L E  T O  E X I S T I N G  ?< P O T E N T I A L  L O C A L  G O V E R N M E N T S

AREA

NORTH SLOPE

NORTH STAR

* FT. YUKON

* S.E. FAIRBANKS 
(TOK)

* AHTNA REGIONAL 
CORP. (Chitna, 
Glennallen,etc.)

VALDEZ

1975 $ LIMIT @
PROJECTED $2,000 
POPULATION PER CAPITA

OIL-RELATED
TAXABLE

PROPERTY

4,000

An , o o o

1 , 5 0 0

A , 500

if*
4>

8 0 ,0 0 0 , 0 0 0

9 , 0 0 0 , 0 0 0  * * 1 5 0 , 0 0 0 , 0 0 0  1 0

2 , 0 0 0

4,000,000 279 ,000,000

AL GOVERNMENTS

• REVENUES
GENERATED

BY VARIOUS
TILLS MILL LEVIES

<  V •• ! / ( *f - j «-• ,v r
10 $ 6,758,000
20 12,516,000
30

Is LS

10 920,000
20
30

10 $ '1,500,000
20 3,000,000
30

10 1,500,000
20 3,000,000
30 4,500,000

Jr ;>V> ̂  O
10 1,000,000
20 2,000,000
30 3,000,000

10 2,790,000
20 5,580,000
30/  s

‘ ~ ~ C P ) o  c >  o
^Boroughs that might possibly be created and together would contain 
most of the pipeline not in existing borough’s or municipalities.
These areas are a combination of regional corporations and census districts.

$ 23,420,000 maximum total burden on petroleum industry (assuming
a 10 mill levy in the North Star Borough).

“"These estimates represent a compromise between a dollar per-mile average 
and the Department of Revenue’s estimate of total value not contained 
within existing boroughs. ;

7 , j j . y  J .
. • i

(s  s
/

/
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1 9 7 7

REVENUE AVAILABLE TO EXISTING ft POTENTIAL LOCAL GOVERNMENTS

AREA

1975
PROJECTED
POPULATION

$ Limit Q. OIL-RELATED
$2,000 TAXABLE

PER CAPITA . PROPERTY

MILL LEVY NECESSARY TO 
GENERATE MAX. REVENUE

NORTH SLOPE M o o

S V - ' O O ,  s  o o

$ 8,000,000 $1,091,000,000 7.3 mills ($8,000,000)

NORTH STAR 40,000

S ' / O s i o o

80,000,000 179,000,000 10 mills ($1,790,000)

FT. YUKON 1 , 5 0 0
t '• / i- *

3,000,000 300,000 ,000 10 mills ($3', 000,000)

S.E. FAIRBANKS 
(Tok)

M o o 9 , 0 0 0 , 0 0 0  3 0 0 , 0 0 0 , 0 0 0 30 mills ($9,000,000)

AHTNA REGIONAL 
CORP. (Chitna, 
Glennallen,etc.)

2 , 0 0 0 4, 000, COO 250 ,000 ,000 16 mills ($4, 000,000)

VALDEZ 2 , 0 0 0 M o o , 000 544,000,000 7.4 mills ($4,000,000)

5 * * °  o o o ,  o o O

^Boroughs that might possibly bo created 
and togethei1 would contain most cf the 
pipeline not in existing borough's or 
municipalities. These areas are a 
combination of regional corporations 
and census districts.

$29 .790.000 Maximum
toeal burden on petroleum in­
dustry (assuming a 10 mill levy in 
the North Star Borough).

These estimates represent a compromise between a dollar per-mile average 
and the Department of Revenue's estimate of total value not contained 
within existing boroughs.

/
.r) i /
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1978
-  9  ^

. . i  .  . v
I .•• L- f ‘K- .\

REVENUE AVAIT#ADLE TO EXISTING ft POTENTIAL LOCAL GOVERNMENTS

1975
PROJECTED

A EE A

$ Lllii.lt 0. 

$ 2 , 0 0 0
POPULATION PER CAPITA

OIL-RELATED
TAXABLE MILL LEVY NECESSARY TO

PROPERTY GENERATE MAX. REVENUE *

NORTH SLOPE >1 , 0 0 0 $ 8,000,000 .1:1,579,900,000 5 mills ($8,000,000)

NORTH STAR >1 0 , 0 0 0 80,000,000. 271,000,000 10 mills ($2,710,000)

/  6 S ~ & j  w o9
FT. YUKON 1 , 5 0 0  • 3,000,000 500,000,000 6 mills ($3,000,000)

S.E. FAIRBANKS 
(Tok)

>1 , 5 0 0 9 , 0 0 0 , 0 0 0

/ r f C f l v e O

>150,000,000 L0 mills ($9,000,000)

AHTNA REGIONAL 
cop.?. (Chitna, 
Glennallen,etc.)

2 , 0 0 0 >1 , 0 0 0  , 0 0 0 >100,000,000 10 mills ($>1,000,000)

f O Q

VALDEZ 2 , 0 0 0 >1 , 0 0 0 , 0 0 0

3 ,4 0 0 ,0 0  0
823,000,000 >1.8 mills ($>(,000,000)

"Boroughs that might possibly be created 
and together would contain most of the 
pipeline not in existing borough's or 
municipalities. These areas are a 
combination of regional corporations 
and census districts.

$ 3 0 , 7 1 0 , 0 0 0 Maximum
total burden on petroleum in­
dustry (as s uni nr a 10 mill levy In 
the North Star Borough).

;:-These estimates represent a compromise between a dollar ner-mile average 
and the Department of Revenue's estimate of total value not contained 
within existing boroughs.

r ' s  ' }  j
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N e t  T a x a b l e  Val u a t i o n s  by Regions 

Includes Changes Incorporated in CSHB 1 a m  

(Expressed in millions of dollars)

Page 1 j

• F Y FY f : FY FY F Y FY FY FY

1975 1976 i 9J1 1978 1979 1980 1981 19S2 1983

N o r t h  Slope Borough $353.3 $ 675.8 ,091.9 $1,57 9 . 7 $1,745.8 $1,778.7 $1,783.7 $1,765.0 $1,743.9

Upper Y u k o n  Borough* 198.0 386.6 584.7 613.5 625.4 637.1 648.4 659.2

N o r t h  Star Borough 94.0 92.0 179.0 2 71.0 284.4 289.9 295.3 300.5 305.5

S.E. Fairbanks Borough* - 64.8 126.5 191.4 200.8 204.7 208.5 212.2 2 1.5.7

A h t n a  Borough* 82.8 161.7 244.5 • 256.4 261.5 266.4 271.1 275.6

V a l d e z 131.0 279.0 544.0 82 3 . 0 863.6 880.5 896.8 912.7 931.3

Kenai 283.7 276.6 268.1 258.0 246.3 232.7 217.3 199.5 179.c

Other (Unorganized Boroughs) 

Totals

14.4 28.2 42.6 44.6 ' 45.5 46.3 47.1 47.9

$862.0 &  d M A
$2 JLH 6,0 $3,994.9 $ 4 , 2 5 5 . 4 $4,328.9 $4,3 5 1 . 4 $ 4 ^ 3 5 8 ^ 7

* These Boroughs are anticipated. 

If they do not form these v a l u­

ations w i l l  r emain in the 

U norganised Boroughs,



F Y  FY

1975 1976

N o r t h  Slope Borough A . 8 4.8

Upper Y u k o n  Borough. 1.5 1.6

North S t a r  Borough 50 . 0  51.0

S.E. F airbanks B o r ough • 4.8 4,9

A h t n a  B o r o u g h  • 3 .0 3.2

V a l d e z  1.8 2.0

Kenai 17.0 1/.5

P o p u l a t i o n  Estimate - By R e g i o n  

(Expressed in thousands)

Page 2

FY

1977

4.6

1 . 8

52.0

5.1 

3.5

2 . 2

18.0

FY

1978

.4.5

1.7

53.0

5.2

3.6

2 . 0

18.5

FY

1979

4.4

1 . 6

5 4 . 0  

5.1

•3.5

2 . 0

19.0

FY

1980

4.3 

1.5

55.0

5 .0

3.4

2 . 0  

19.5

FY

1981

4.2 

1.4

56.0 

4.8

3.3 

2 . 0

2 0 . 0

F Y
1982

4 .1

1.4

57 .0 

> . 6

3.0

2 . 1  

20.5

F Y

1933

4. 0

' 1.4

58 . 0  

4.5 

2 . 8  

2 . 2

2 1 . 0


