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PROJECTED AD VALCREM TAX RECEIPTS
WDER FOCS SCS CSiB 1

Vv

FY 75 Revenue FY 79 Revenue

Current Fy 75 FY 75 ($1000 Option, Fy 79 Fy 7 (225% Option,
Mi 11ace Population Assessed Value Current Millage) Population Assessed Value 20 Mills)
VALUEZ 15.0 2,000 $146,239,000 $2,000,000 2,000 $ 851,311,000 $ 2,250,000
NCRTH STAR 6.5 52,000 581,082,000 3,777,000 60,000 986,138,000 19,723,000
NCRTH 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
OTHR PIPELINE BOROUGS 10,500 1,132,000,000 11,812,000
Total Local Collections from Qil 8 Gas Property $ 8,521,000 $25,897,000
Net to State 10,272,000 54,602,000

NOTE The $1000 per capita revenue limitation applies only to Valdez in FY 75. The other municipalities’
revenues for that year are based on the current millage applied to total assessed value. In FY 78
the 225% of average per capita assessed value limitation is effective for Valdez, the North Slope
and other pipeline boroughs. The North Star and Kenai boroughs' revenues are based on 20 mills applied

to total assessed value,

>0 ><I_.

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



LAWS OF ALASKA
J9r3

Sourco Choplor No.
FSS-FCCS SCS CSHB 1 1

AN ACT

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

BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

(’; Section 1. AS <Bis 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 be?inning 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-Q20 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) If 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 full
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 resi-
dents or the taxing municipality, the department shall
designate the portion of the tax base against which the
local lax ney be applied.

AGO 787640



Chapter 1

Sec. 113.56.020. EXEMPTIONS, (a) The Tollowing 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 oil or gas;

. (2) oil or ga3 leases or properties, whether
producing or’ not;

(3) oil or gas In place;

(4)) oil or gas produced or extracted in the
state;

(5) the value of Intangible drilling 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 oil or for the production of gas or unrefined
oil 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 facili-
ties for pipeline transportation of gas or unrefined oil,
or facilities for production of gas or unrefined oil 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 oil
and gas leases.

Sec. *1356.030, IN PLACE OP OTHEH TAXES. Except for
those taxes imposed under ch. 55 and ch. 57 of this title,
the taxes levied or authorized under sec. 10(b) of this
chapter are in place of

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

(2) all 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 retail sale or use of the
property except for the retail sales tax on the first:
$1,000 of eacli sale;

. (D{ taxes (Il the sale or use of gas or
unrefined oil;

AGO 7G7641
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(C) taxes on the sale or use cf services
used Incr associated with the property or ir, Its
erection, construction, maintenance or operation
except for the sales tax on the first $1,000 of each
sale;

(D) taxes cn or measured by press or net
Incomefrom the property, Including income from the
exploration for, production of, or pipeline trans-
portation of gas or unrefined oil or property; and

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

Sec. 3.56.0ho. STATE ASSESSMENT HEVIEW BOARD. The
State Assessment Review Board is created within the Depart-
ment of Revenue. The board consists of fiv" persons
appomted by the governor to serve at his pi asure, each
of whom must Le 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 25.53.0A5 on property used or com
mitted by contract or other agreement for use for the
pipeline transportation of gasor unrefined oil orfor the
production of gas or unrefined oil at its full andtrue
value asof January 1 of the assessment year.

(b) The department shall assess Eroperty 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 com
mitted by contract or other agreement for the pipeline
transportation of gas or unrefined oil or for the produc-
tion of gas oi' unrefined oil to he transported by hat
pipeline, the first assessment date shall be the construc-
tion conmmencerent date. If the construrticn comnenceii.ont
date is used as the assessment date, the tax payable shall
be prorated on the basis ofthe assessment year remaining.

(c) The full andtrue value of taxable property used
or committed by contract or other agreement for use in
the exploration for gas or unrefined oil, or in tho opera-
tion or maintenance of facilities fGr 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 proper-
ty and with prevailing general price levels.

(d) The full andtrue value of taxable property used
or committed by contract or other ap,reorient for the re -
duction of gas or unrefined oil or li. the operation or
maintenance of f,n!)<’irs for the productjoi of pas or

unrefined oil Is:
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(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 life of proven reserves.

(e) ,The full 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 facilities for the pipeline transporta-
tion 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 with
due regard to the economic value of the property based on
the estimated life of the proven reserves of gas or unre-
fined oil then technically, economically and legally
deliverable Into the transportation facility; however, if
the proven reserves of gas or unrefined oil then techni-
cally, economically and legally deliverable indicate an
economic life materially shorter than the estimated physi-
cal life of the transportation facility, the full and true
value is the actual 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 as of the date ofetlic-
assessment;

(3) on the assessment date next following
inability to use or construct all or a substantial part of
the facility for a period of 9 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 drilling 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. *»356.070. RETURNS, (a) The department nmay
require by notice every person having ownership or control
of an interest in property taxable under tills chapter to

_K_
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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 nay require s
person to provide additional information within 30 days of
the notice.

Sec. '1356.080. |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 neke its
own valuation or the taxable property, which is prime facie
evidence of full and true value.

(b) An er.ployc-e or agent of the department may enter
an){ premise necessary for the investigation during reason-
able hours ana nay 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. If refused
entry, the department may scek a court order to compel

entry,

(c) For the purpose of the investigation the owner
of the taxable property or his representative nmy 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 roll for taxation under
this chapter. The roll shall contain:

(1) a description of all taxable property;
(2) the assessed value of all 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 nanmed 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 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. 63.56.110. 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.

(') The department shall provide by recul itlei for
notices of appeals t, Interested persons and municipall elea.
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(c Following an objection the department may adjust
the assortment and the assessment roll. An adjustment baae
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 departmenton 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 shallprovide 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 hearappeals filed under sec.
120(a) of this chapter.

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

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

(d) If an appellant fails 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 its determinations to the
departme-r.t within seven days of the hearing.

(h) The department shall enter the changes and certify
the final assessment roll on or before June lof each year
andby 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, trial denovc of
the board’s action.

Sec. 'l13.5G.ItO. SUPPLEMENTARY ASSESSMENT ROLLS. The
department shall Include property omitted from the assess-
ment. roll on a supplementary roll, using the procedures
set out in this chapter for the original roll.

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.
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(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. 43.56.160. 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 tI"
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 ard penalty
provided In sec. 160 of this chapter are first 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. Awﬁerson who knowingly
fails to file a return when due or who nakes 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 S1,000, or
by imprisonment for not more than six months, or by both
together with the costs of prosecution, notW|thstand|ng the
provisions of AS 12.60.030.

Sec. h356.200. 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 commencerment 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 title and
other rights in lands, and other approvals permits,
licenses and certlflcates by federal, state and
local agencies that a reasonable and prudent person
would consider adequate to commence construction of
the facilities iri the expectation that all other
approvals, permits, licenses and certificates neces-
sary for the completion of facilities will be obtained;

(B) all approvals, permits, licenses and
certificates are In full force ard effect, unrevoked
and without any modification, which might Jeopardise
the completion” or continued construction of the
facilities; 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
ccf)?tinuation of construction of the facilities is in
effect;
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(3) "department" means the Department of Revenue;

(<i) "gas" includes nil natural gas and all hydro-
carbons produced at the wellhead not defined an oil;

(5) "Intangible drilling 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 I-ho retail distribution or iiqueficatlon of natural
pas), or in the operation cr maintenance cf facilities
used in the exploration for, production if, cr pipeline
transportation of ras or unrefined oil, |nclud|ng machinery,
apﬁllances supplies, equipment:, Jrilllr.. rigs, wells

ether producing cr not), gatherlng Ilnes and transmis-
sion Ilnes pumping stations, corprer.ssr stations, power
plants, Eplng plants, processing units, roads, tank
farms, tan er terminals, docks and other port facilities,
air strip.) and communication equipment and facilities,
maintenance equipment an:! facilities, and maintenance camps
and other related facllitl- s; “taxable property" dees not
Include permanent residences, office buildings requiring
substantial local government services, or gas piﬁeline

systems operated as utilities and regulated by the Alaska
Public Utilities Commission;
(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 associa-
tion with oil and commonly known as casinghead gas.

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

(a) Municipalities may exclude cr exc-nmpt or partially
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 nay
not exceed J10.000 for any one residence.

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

Sec. 29.53.0'1S. TAX ON OIL AND GAS PRODUCTION AVD
FIPELINE PROPERTY, (a) A municipality may levy and col-
lect taxes on taxable property taxable- under AS <1356 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
full 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 SI,000
a year for each person residing within its boundaries.

-0-
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() A municipality may levy anti collect a tax on the
full end true value of that poet lon of taxable- property
taxable under Al 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
full and true value of property In the state multiplic-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 will use,

(e) For purposes of this section, population shall be
determined by the commissioner of community and regional
affairs based ,n the latest statistics ol' the United States
Bureau of the Census or on other reliable population data,
and shall advise each municipality of Its 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 nane geographical area, in whole or in part,
may levy taxes which will result in tax revenues from all
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 full una true value of property in the state
multiplied by the number of residents of the taxing muni-
cipality. If 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 all 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 statistics 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 vicu cr pledged to pay or
secure the paﬁment of the principal and interest on bonds.
Taxes tc pay O 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
ctual efféctfive date: January 3, 3071
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The enclosed Committee Report, reprinted from the Senate
Journal, 1lists the changes contained in the Free Conference
version from the original legislation introduced by the
Governor. It is accurate with the exception of Paragraph 4.

After the Legislature adjourned, several of us discovered

that the language discussed in Paragraph did not say

what wv."¢ thought it did. In using as a base for the Free
Conference Committee Bill the Senate version of House Bill 1,
some contradictory language regarding exemptions was 1included
(Sec. ~13.036*020). The result 1is that property taxable under
the Act is exempt from local taxation until after the con-—
struction commencement date--just the reverse of what everyone
thought was being done.

I have been informed by the Attorney General = office that
municipalities should prepare their 197~ tax assessment rolls
to include property taxable under this Act even though, by
lav:, they may not levy a tax on this property until after the
construction commencement date. With the establishment of the
construction commencement date, municipalities would then be
in a position to levy a pro-rated tax on the assessed property
for the remaining portion of the year.

Enclosed is a summary of tax receipts estimated for certain
municipalities during the first and fourth years following
the effective date of this Act.

Enclosures
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SENATE JJOURNAI

ALASKA STATE LEGISLATURE
EIGHTH LEGISLATURE - FIRST SPECIAL SESSION

Juneau, Alaska Sunday November 11, 1973

SPECIAL COMMITTEE REPORTS

SCS Conference Committee Report
SHB
i 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 30. 1

am (ad valorem) and SENATE COMMITES SUBSTITUTE FOR COMMIT —
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/0ral Freeman, Chairman
/s/ V2. 1. Palmer /a/ A. M. Saviors Do not concur
/s/ John Butrcvlich /3/ 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 1IB 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: Paragraph 4, which interprets See. 43.056.020 (7 A 8), is incorrect.
The language of ike /let cxci-ris property taxable under this Act from
local taxation for the period preceding the construction comjrcr.ccm.enz
date. According to the Attorney General's office, municipalities
should include appropriate property taxable under this Act on their
assessment rolls prepared as of January 2, JO074. However, no tax
may he levied against this pipeline-related property ur.ttl after the
construstic*', cow.enccve-nt date. A fter the construction con:i;0.)icement
date, the municipality presumably would levy the tax px'o-rated over
the remainder of the tax year.
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see. A3.36 .010 (li) includes*. language stating "No
municipality may exempt from taxation property author- SCS
ixod to bo taxed under this chapter."” ‘i'he effect of CSJ1B
this is to require Valdez and the* North Star Borough to p
levy a personal property tax on pipeline related prop- (pin)
orty. The same paragraph limits exemptions from munici-am S
pel taxation to those currently allowed under the muni —
cipal code.

See. 29.53-0*15 The bill as introduced limited political
subdivisions to levying a tax not to exceed 7 mills on

the value of taxable property taxable under the Act.

The Free Conference Committee Substitute changes this
limitation to allow municipal flexibility in levying up

to an amount equivalent to $1,000 in total revenue per
pornon reaid inf; within its boundaries or a tax on an

amount up to 225* of the average per capita assessed
valuation in the state multiplied by the number of

residents in the taxing municipality. Assessment of

the "taxable property” will be done on a-statc-wlde

basis by the Board established in the Act.

Sec. "13.056.020 (b) A definition of the word "proper—
ties"™ as relating to mineral interests was inserted to
make it clear that things such as office buildings and
other similar property not related to production could
not be "interpreted"” as being exempt from this tax.

Bee. "13.056.020 (7) and (8) allow municipalities to
continue to tax property under existing law subject to
the $1,000 per person or 22j* per capita assessed
valuation limitations through the period preceding

the "construction commencement date." Without this
change it was the committee®s fear that municipalities
might he precluded from taxing property during this
period. The committee .Left taxation of construction
equlament to municipalities,

Sec. "n.056.030 (2) (A) and (C) The committee adopted
both the House and Senate concepts of authorizing
municipalities to levy a retail sales or use tax on
.the first $1,000 of each sale.

Sec. "13.056.0"10 Members of the Assessment Review Board
were required to be knowledgeable of assessment pro—
cedure:; and are subject to confirmation by the legis—
lature.

o\/ %

Throughout t.he Committee .Substitute, certain consistent
language changes have been made to clear]y divide the
taxing, authorities contained In this legislation. Thus
you will find inserted specific roferouee.; to "Bee. 10
(a)" of this chapter which mean:; that the committee
substitute restricts the particular provision to deal —

ing, with state assessment and taxing matter:;. The other
consistent; change 1is to delete the words "political
subdivision” and substitute "minilelpail ly." "Kunic.L-

polity™ 1is a more precise reference to a taxing entity
of local government.

AGO
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SCS 0. See. <13.056.060 (d) The Free Conference Committee

CS11U Substitute would value production equipment on the
banlr. or rep Lmoment coat. It wan the feeling or the

(Kin) committee that the original proposed "actual coat"™

am S 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.

9. 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, 197f® or the
date necessary permits or Zapprovals, 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 1its choosing.

10. Sec. <13.056.210 (6) The definition of "taxable pro—
perty" deletes reference to equipment used in the
construction of the pipeline thus leaving this equip—
ment taxable by municipalities. The definition was
clarified to Include drilling rigs and wel.ls, whether
producing or not. An additional definition of "taxable
property" was added excluding "permanent residences,
office buildings requiring substantial 1local government
services* or gas pipeline systems operated as utilities
and regulated by the Alaska td@bl Lc Utilities Commission.”

11. 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
010 ption authorized by this section may not exceed
$1V, for any one residence."”

12. wsec. <. 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.

13. Nee. 5. Language was addedpmo All 29.53-055 tn make
clear tnat the limitations 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
I'l.  sec. 6. The effective date is January 1, 197h, CSHB
rather than immediately as proposed by the bill as |
introduced. (Pin)
J- am S
kill hay, Chat/man
£ZfT-

[/ties " *s .IyOZiV--
Hepressentat ivo" Ora i""Vreoman *
Chairman"
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PROJECTED AD VALCREM TAX RECEIPTS
UNDER FOCS SCS C3D 1

Vv
FY 75 Revenue FY 79 Revenue
Current FY 75 FY 75 ($1000 Option, FY 79 FY 7 (225% Option,
Mi 11ace Pooulation Assessed Value Current Millage) Pooulation Assessed Value 20 Mills)
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
KENA 7.8 17,000 419,000,000 3,268,000 19,000 420,000,000 8,400,000
OHR PIPELINE BOROUGS 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 SI0CO pt™ capita revenue limitation applies only to Valdez in FY 75. The other municipalities’
N> revenues for chat year are based on the current millage applied to total assessed value. In FY 78
8 the 225" of average per capita assessed value limitation is effective for Valdez, the North Slope
and other pipeline boroughs. The North Star and Kenai boroughs' revenues are based on 20 mills applied
A to total assessed value.

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



LAWS OF ALASKA

1973

Sourco Chapter No.

FSS-FCCS SCS CSHB 1

AN ACT

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

BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

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

CHAPTER 56. OIL AVD 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 be?mnmg January 1, -57?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 29.53.0A5 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) If the total value of assessed property of a
mun|C|PaIity 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 resi-
dents of the taxing municipality, the department shall
designate the portion of the tax base against which tr.-.
local tax nmy be applied.
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Chapter 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 oil or gas;

(2) oil or gas leases or properties, whether
producing or not;

(3) oil or gas in place;

(A) oil or gas produced or extracted In the
state;

(5) the value of intangible drilling 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
oil to be transported by that pipeline;

(8) before the construction commencenent 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 facili-
ties for pipeline transport ‘ 'on of gas or unrefined oil,
or facilities for production of gas or unrefined oil 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 oil
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 title,
the taxes levied or authorised under sec. 10(b) of this
chapter are in place of

(1) all 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) all 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 retail sale or use of the
property except for the retail sales tax on the first
$1,000 of each 3tle;

) (B) taxes on the sale or use of gas or
unrefined oil;
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(C) taxes on the r-ale or uo rr service:
used In or associated with the property or Jr. Its
erection, construction, maintenance or operation
except for the sales tax on the first $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 oil or property; ard

(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 gasor unrefineu oil orfor the
production of gas or unrefined oil at its full andtrue
value asof January 1 of the assessment year.

(b) The department shall assess ﬂroperty 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 com
mitted by contract or other agreement for the pipeline
transportation of gas or unrefined oil or for the prod.c-
tion of gas or unrefined oil to be transported by that
pipeline, the first assessment date shall be the construc-
tion commencement date. If the construction commencement
date is used as the assessment date, the tax payable si-all
be prorated or the basis ofthe assessment year remaining,

(c) The full andtrue value of taxable property .sed
or committed by contract or other agreement for use in
the exploration for gas or unrefined oil, or in the opera-
tion or maintenance of facilities for the exploration for
gao or unrefined oil, is the estimated price which the
property would bring in an open market and under the t-cn
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 full andtrue value of taxable property .ted
or committed by contract or other agreement for the r: -
duction of gas or unrefined oil or It. the operation
maintenance of facilities for the production of gas or
unrefined 11 it:
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Chapter 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 life of proven reserves.

(e) .The full 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 facilities for the pipeline transporta-
tion 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 with
due regard to the economic value of the property based on
the estimated life of the proven reserves of gas or unre-
fined oil then technically, economically and legally
deliverable Into the transportation facility; however, If
the proven reserves of gas or unrefined oil then techni-
cally, economically and legally deliverable indicate an
economic life materially shorter than the estimated physi-
cal life of the transportation facility, the full and true
value Is the actual 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 'she date of assessment plus the estimated
remaining life of the proven reserves of gas and unrefined
oil then technically, economically end legally deliverable
into the transportation facility as of the date of the
assessment;

3) on the aasessment 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
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 drilling 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.

(g9) _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 nay
require by notice every person having ownership or control
of an interest in property taxable under this chapter to

-4 -

AGO 787657



Cl;peer 1

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 meke 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 nmay nmeke its
own valuation of the taxable property, which is priira facie
evidence of full and true value.

(b)  An employee or agent of the department nmey 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. If 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 nay 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 roll for taxation under
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. 43.56.100. ASSESSMENT NOTICE, (a) Q. or before
March 1 of each year, the department shall ser.d 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 ard
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) A.
owner of taxable property or a municipality receiving ar.
assessment notice nmay 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 m interested jersers and municipal!- os.
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(e) Following an objection the department ney adjust
the assessment 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 of the effective
date of the notice of assessment.

Sec. t3.56.120. APPEAL TO THE STATE ASSESSMENT REVIEW
BOARD, (a) After aruling by the departmenton an appeal
mede under sec. 110 of this chapter, the owner or a munici-
pality may further aﬁpeal 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 shallprovide byregulation 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 aquorum
required to transact business.

(c) The board shallprovide byregulation for notices
of hearings to interested personsand 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 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 its determinations to the
department within seven days of the hearing.

(h) The department shall enter the changes and certify
the final assessment roll 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, trial de novo of
the board's action.

Sec. A3.56.IAO. SUPPLEMENTARY ASSESSMENT ROLLS. The
department shall include property omitted from the assess-
ment rcll on a supplementary roll, using the procedures
set out In this chapter for the original roil.

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-
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(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. 73.56.160. 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 iIn sec, 160 of this chapter are first and paramount
liens on the property subject to tax under this chapter.

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

Sec. 1?3.56.190. PENALTIES. A person who knowingly
falls to file a return when due or mekes 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 conmencermrent 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 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 conrrence construction of
the facilities in the expectation that all other
approvals, permits, licenses and certificates neces-
sary for the completion of facilities will be obtained;

(B) all approvals, permits, licenses and
certificates are in full fcrce ard effect, unrevoked
and without any modification, which might Jeopardise
the completion” or continued construction of the
facilities; 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 facilities is Ir.
effect;
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read:

(3) "department" means the Department of Revenue;

(4) "gas" Includes all natural gas and all hydro-
carbons produced at the wellhead not defined as oil;

(5) “Intangible drilling 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 oil (except for property used solely
for the retail distribution or liqueficatlon of natural
gas), or in the operation 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, wells
(whether producing or not), gathering lines and transmis-
sion lines, pumping stations, compressor stations, power
Plants, topping plants, processing units, roads, tank
arms, tanker terminals, docks and other port facilities
air strips and communication equipment and facilities
maintenance equipment and facilities, and maintenar
and other related facilities; "taxable property" <
Include permanent residences, office buildings reqt
substantial local government services, or gas piﬁe. :
systems operated as utilities and regulated by the Ml
Public Utilities Commission;

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 associa-
tion with oil and commonly known as casinghead gas.

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

(a) Municipalities nmay 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 authorised by this section nay
not exceed $10,000 for any one residence.

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

Sec. 29.53.005. TAX CH OIL_AND_GAS PRODUCTION AND
PIPELINE PROPERTY, (a) A municipality may levy and col—
lect_tfaxes 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
full 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.

A 787661

-8-



Chapter 1

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

full 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 avera%e per capita asaessed

full 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 taxin
municipality must Inform the Department of Revenue whic
method of taxation the municipality will 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 its 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 sane geographical area, in whole or in part,
may levy taxes which will result in tax revenues from all
sources exceeding either (1) Si,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 full and true value of property In the state
multiplied by the number of residents of the taxing muni-
cipality. If 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 all 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 full and true value of property
in tie state multiplied by the number of residents of the
taxing municipalitﬁ, 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 CH TAXES TO PAY BONDS.
The limitations provided for in secs. 5 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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FIIEK CONFKKFKCK COMMITTEE HIU'OHT
ON

COMFEHENOK OM 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 It bo replaced
with Free Conference Committoo Substitute For Seinte CS
for CS For House Bill Mo. 1. The principal changos In the
Free Conference Committee Substitute from the Governorla
bill 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 this chapter." Tho effect of
this is to reilU.lre Valdes and the North Star Borough to
levy a personal property tax on pipeline related prop-
erty. The same paragraph limits exemptions from munici-
pal taxation to tho ;e currently allowed under the muni-
cipal code.

2, Sec. 29.53udt'j The bill as Introduced limited political
subdivisions to levyInn a tax not to exc:ed V mills on
the value of taxable property taxable under the Act.
The Free Conference Committee Substitute chances this
limitation to allow municipal flexibility In levying up
to an amount equivalent to $1,000 in total revenue per
person resldinn within its boundaries or a tax on an
amount up to 2256 of the avera.-o per capita assessed
valuation in the state multiplied by tho number of
resld.uits in the taxinj; municipality. Assessment of
the "taxable property" will be done on a state-wide
basis by tho Board established In the Act.

3, Sec. '13056.020 (b) A definition of tho word "proper-
ties" as relating; to mineral interests was inserted to =
mho it clear that thin -s such as office bui.ldInjj.i and
other similar property not related to production could -
not be "Interpreted" as beln/j exempt from this tax.

‘I, Hoc. '13.056.020 (7) and (8) allow municipalities to
continue to tax-property under existing law subject to
the $1,000 per person or 225’ per ¢ pita assessed
valuation limitations throurh the period proecdinjj
the "construction commencement date." Without this
chance it was the committeels Fear that municipalities
mii‘ht be precluded From taxinj; property durlnp, this
period. The ootisr.ittee l.eFt taxation of construction
equipment to municipalities.

5. See. '13.056,030 (2) (A) ard (C) 'Die committee adopted
both the House and Senate concepts of author!sinR
municipalities to levy a retail sales or use tax on
tho First $1,000 of each sale.

6. See. k3.056.0kO Members oF tho Assessment Review Board
wore required to be_knowledgeable of asses:.meat pro-
cedures and are subject to confirmation by the lop;is-
lature.



Throughout (.tic Commitleo flubs:tILute, certain consistent
language chansms have been made to ci.ear.ly divide the
taxing authorities: contained !n this; lor*isintlon. Thus
you will. iMml Inserted sipuclfie references to "Coe. 10
(a)" ol till;; chapter which mean;; that the committee
ssubstltute restricts the particular provision to deal-
ing with state assessment and taxing mattore. The other
consistent ehanre is to delete the words "political
subdivision" and substitute "municipality,” "Munici-
pality"” is a more precise reference to a taxing entity
of local government.

8. Sec. J3.05Ci.0()0 (d) The Free Conference Committee

9.

10.

11.

Substitute would value production equipment on the
basis of replacement cost, ft was the feeling of the
committee that the original 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 life of proven reserves.”
Tli.Is change would tie depreciation directly to the
estimated useful life of the production equipment.

Sec. JI3.0O5£>.210 (2) The definition of "construction
commencement date" has been changed to provide two
options. Tho construction commencement date for state
taxing purposes is to bo either .April I, 197%1» or the
dale necessary permits or approvals, with no preventive
injunctions or decree.;, are received should this date
occur earlier than April 1. Tho thinking here was that
.the' state would not tax property taxable under this Act
until such time as construction actually begap. The
fixed date was Inserted to insure, good faith ﬂn the
part of the companies (if no permit wore applied for,
obviously none could be granted). Should j.t be clear
by April 1 that further legal problems prevent the
start cf construction, the legislature would be In
session and could amend the April 1 date to any other
date of its choosing.

Kefi. Ji3.056.210 (6) Tho definition of "taxable pro-
perty" deletes reference to equipment used in the
construct lon of the pipeline thus leaving this equip-
ment taxable by municipalities. The definition was
clarified to include drilling rigs and wells, whether
producing or not. An additional definition of "taxable
eproperty" was added excluding "permanent residences,
office buildings requiring substantial local government
services, or gas pipeline systems operated as utilities

and regulated by the Alaska Public Utilities Commission."

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, <. Add.; a now uubyoetion (I») to A" 29.53.950

to prevent the dowb1li)o up of tax receipt:; in i-axliii¥
utnul ©.1pa Lld o 5 whore municipal, boundar.lo:; ovorlap or
iiuinlctpulitd.oa occupy the name territory.

*See. 5. Lanrunno wan added to AS 29.53-055 to ninlco
clear that kin* limitation:; mi municipal t.txIni;
authority with re.upect to oil and ita; 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, 1977,
rather than immediately an proposed by the bill an
Introduced.



-TESTATE

of ALASKA
DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS
To: I«
V. Kent Dawson
Fiscal Analyst
Budget and Audit Committee date October 16. 1973
SBIECT:

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, | 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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V. Kent Dawson -2- October 16, 1973

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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FINANCE COMMITTEE REPORT
ON

HOUSE BILL 1

The Finance Committee has had House Bill 1 under consideration
and recommends it be replaced with Committee Substitute for
House Bill 1 and that the Finance Committee Substitute do pass.

The principal changes in the Committee Substitute from the
Governor®"s bill as introduced are as follows:

1. Sec. 43.056.010 (b) The bill as introduced limited
political subdivisions to levying a tax not to exceed
7 mills on the value of taxable property taxable under
the Act. The Committee Substitute changes this limitation
to allow municipal flexibility in levying up to an amount
equivalent to $1,000 in total revenue per person residing
within its boundaries; assessment of the property will be
d*ne on a state-wide basis by the Board established in the Act.
2. Sec. 43.056.020 (2) A definition of the word "property”’
was inserted to make it clear that things such as office
buildings and other similar property not related to
production could not be "interpreted"” as being exempt
from this tax.

3. Throughout the Governor®s bill, certain consistent
language changes have been made to clearly divide the
taxing authorities contained in this legislation.

Thus you will find specific references to "Sec. .010 (a)"
of this chapter which means that the committee substitute
restricts the particular provision to dealing with state

assessment and taxing matters. The other consistent
change is to delete the words "political subdivision" and
substitute "municipality." "Municipality” 1is a more

precise reference to a taxing entity of local government.

4. Sec. 43.056.060 (d) and (e) The Committee Substitute
would value the pipeline on the basis of replacement
cost. It was the feeling of the committee that the
original proposed "actual cost" reduced by depreciation
might preclude assessment on an appreciating value of
the pipeline. Providing for consideration of "replace—
ment cost" grants the state assessor the authority to
consider appreciation of value as well as depreciation.

5. Sec. 43.056.150 (c) has been struck from the bill as
introduced in line with the division of taxing responsi—

bilities .

6. Sec. 43.056.210 (2) The definition 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, 1974, or the date
necessary permits or approvals, with no preventive injunc—
tions or decrees, are received should this date occur
earlier than April 1. The thinking here was 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 on the part of the
companies (if no permit were applied for, obviously none
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could be granted. Should It be clear by April 1 that further
legal problems prevent the start of construction, che
legislature would be in session and could amend the April 1
date to any other date of its chosing.

Sec. ”"3-056.210 (6) The Committee Substitute deletes the
exclusion of natural gas liquifaction plants from the
definition "taxable property."™ Over the years, 1investment
in plant and equipment related to the liquifaction plant

of natural gas, which is essentially a function related to
making it transportable by ship, is apt to be substantial.
To exempt this plant and equipment appeared to the committee
to be inequitable.

Sec. 2 Sec. 2 would repeal AS 29.53.025 (a) whichreads
as follows: "Municipalities may exclude or exempt or
partially exempt residential property from taxation by
ordinance ratified by the voters at a regular or special
election."”
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FINANCE COMMITTEE REPORT
ON

HOUSE SILL 1

The Finance Committee has had House Bill 1 under consideration
and recommends it be replaced with Committee Substitute for
House Bill 1 and that the Finance Committee Substitute do pass.

The principal changes in the Committee Substitute from the
Governor®s bill as introduced are as follows:

1.

Sec. *13.056.010 (b) The bill, as introduced limited political
subdivisions to levying a tax not to exceed 7 mills on the
value of taxable property taxable under the Act. The
Committee Substitute changes this limitation to allow
municipal flexibility in levying up to an amount equivalent
to $1,000 in total revenue per person residing within 1its
boundaries] assessment of the "taxable property” will be

done on a state-wide basis by the Board established in the

Act.

Sec. J3.056.020 (2) A definition of the word "property"
was inserted to make it clear that things sucn as office
buildings and other similar property not related to
production could not be "interpreted" as being exempt from

this tax.

Sec. *13.056.020 (7) and (8) allow municipalities to continue
to tax property under existing law subject to the $1,000 per
person limitation tiiruugli the periuu preceding the "uen-
struction commencement date.”™ Without this change it was
the committee"s fear that municipalities might be precluded
from taxing property during this period.

Sec. *13.056.0*10 Members of the Assessment Review Board were
ret.,aired to be knowledgeable of assessment procedures but

they were not required to be residents of the state. It was
the feeling of the committee that the need for assessment
expertise was such that the Governor should have the authority
to obtain necessary expertise wherever located.

Throughout the Committee Substitute, certain consistent
language changes have been made to clearly divide the
taxing authorities contained in this legislation. Thus you
will find Inserted specific references to "Sec. .010 (a)"
of this chapter which means that the committee suostitute
restricts the particular provision to dealing with state

assessment and taxing matters. The other consistent change
is to delete the words "political subdivision™ and substitute
"municipality."” "Municipality"” 1is a more precise reference

to a taxing entity of local government.

Sec. *13.056.060 (c) (d) and (e) The Committee Substitute

would value the pipeline and production equipment on the

basis of replacement cost. It was the feeling of the committee
that the original proposed "actual cost™ reduced by deprecia—
tion might preclude assessment on an appreciating value of

the pipeline. Providing for consideration of "replacement
cost" grants the state assessor the authority to consider
appreciation of value as well as depreciation. Depreciation
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of production equipment (c) (2) was 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. *13.056.150 (c) has been struck from the bill as
introduced in line with the division of taxing responsibilities

Sec. *13.056.210 (2) The definition of construction commence —
ment date has been changed to provide two options. The
construction commencement date for state taxing purposes 1is

to be elthei April 1, 197*1, or the date necessary permits or
approvals, with no preventive injunctions or decrees, are
received should this date occur earlier than April 1. The
thinking here was 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 on
the part of the companies (if no permit v/ere 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 choslng.

9. Sec. *13.056.210 (6) The Committee Substitute deletes the
UXUxLISxOxl OX leti*Uiat £clo iltjun ao bxuii piaui/u iauiu uac
definition of "taxable property."” Over the years, investment
in plant and equipment related to the liquifaction of natural
gas, which 1is essentially a function related to making it
transportable by ship, 1is apt to be substantial. To exempt
this plant and equipment appeared to the committee to be
inequitable.

10.. Sec. 2 Sec. 2 would repeal AS 29.53.025 (a) which reads as
follows: "Municipalities may exclude or exempt or partially
exempt residential property from taxation by ordinance
ratified by the voters at a regular or special election.”

Attached 1is an estimate of projected municipal Ad Valorem tax
receipts under the Committee Substitute for House Bill 1.

Hillstrand, Chairman
House Finance Committee
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Current Current
Population Mi 11 age

VALDEZ 1,106 15
NORTH STAR 32,714 6.5
NORTH SLOPE 3,322 12.45
KENAI 16,309 6.4

* |If Valdez and the North Star Borough enact a personal
increases to $50,000,000 and $475,000,000
increasing to $750,000 and $3,087,500

current assessed value
respectively with the revenues

PROJECTED MUNICIPAL AD VALOREM TAX RECEIPTS

UNDER CS FOR HOUSE BILL NO. 1

Lesser of $1000

Current Per Capita

Assessed or Current Millage on
Value ($000) Assessed Value ($000)
$ 14,000 210*

345,000 2,242%

202,000 2,515

501,000 3,206

1978
Population

3,000
50,000
4,000

18,000

property tax,

1978
Assessed
Value ($000)

$ 879,479
654,942
1,733,297

337,768

1978
Lesser of $1000
Per Capita or 20 Mills
on Assessed Valuc($000l
$ 3,000
13,100
4,000

6,755



100

200

300

400

500

Attachment A

To

Department of Community and Regional Affairs

Fiscal Note
October 23, 1973

HB 1 and SB 1

-- Personal Services

Assistant State Assessor, Range 19 plus benefits
Clerk Typist 111, Range 8 plus benefits

-- Travel

Assistant State Assessor, Full and True Value
determination in local government taxing
jurisdictions impacted bypipeline - per annum
-- Contractual Services

per annum

— Miscellaneous Office Supplies

per annum

-- Equipment, [InitialRequirements

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

$T79

$19.0
8.7
$277/
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The Legislature of the State of Alaska
FISCAL NOTE
First Special Session - Eighth Legislature

REQUEST

Bill Identification: Senate Bill 1 House Bill 1

Title:20-Mi1ll Tax on Qil and Oas Exploration, Production, & Transportation Property
Requested by: Legislative Finance Date: October 11. 1973

Return Date Requested: October 17 or as soon after that date as possible
Agency: Departments of Revenue & CommunitjProgram: Development
and RegionalA f f a 1 r s

Ix. FISCAL DETAIL
Budget Request Unit(s) Affected: Local Government Assistance
A. EXPENDITURES: (Thousands of dollars")
0BJECT FY V* FY 75 ¥Y. /2~ FY 77 FY 18 FY 79
100 PERSONAL SERVICES 5.9 77,7 28.5 29,4 ,30.3 31.2
200 TRAVEL 7 2.5 2.6 2.8 2.9 3.1
300 CONTRACTUAL 1 .2 3 23 4 A4
~00 COMMODITIES A A 2 .2 .2
500 EQUIPMENT 1.9
©°  LAND & STRUCTURES !
700 GRANTS, CLAIMS, ETC.
TOTAL
9.6 30.5 31.5 32.7 33.8 34.9
B. FUNDING: (Thousands of dollars)
GENERAL FUND 9.6 30.5 31.5 32.7 33.8 34.9
FEDERAL FUNDS
OTHER
* Fourth Quarter Fiscal Year 1974 only
C. POSITIONS:
PERMANENT/TEMPORARY 2/ 2 / % ..... 2/ . -2 ./ . 2/
MAN MONTHS (P ./T.) 6/ 24/ 24/ 24 ./ 24. jL 24
. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
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 effecI 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. ATTACHMENTS
Attachment A -- Analysis of objects of expenditure
C
V. DATE: October 23, 1973 PREPARED BY: n -
Uob'ad Td" flrgetsinger
Deputy Commissioner
Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator* Named)
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BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OP THE GOVERNOR

HOUSE BILL NO. i
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SPECIAL SESSION
A BILL
For an Act entitled: "An Act providing for taxets on property used in the
exploration for, production of, or pipeline trans—
portation of gas or unrefined oil; and providing
for an effective date.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
Section 1. \S *3 is amended by adding a new chapter to read:
CHAPTER 56.  OIL- AND GAS EXPLORATION, PRODUCTION AND
PIPELINE TRANSPORTATION PROPERTY TAXES.

Sec. "13.56.010. 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 chapterl.

(b)Political subdivisions may levy a tax not to exceed seven
mills on the full and true value of taxable property taxable under
this chapter.A tax levied by a political subdivision under this sub-—
section shall be credited against the tax levied under (a) of this
section.

Sec. 43.56.020, EXEMPTIONS. The following are exempt from the
taxes levied or authorized under this chapter:

(1) property rights attached to or inherent in the right
to explore for or produce oil or gas;

(2) oil or gas leases 01 properties, whether producing or
not;

(3) oil or gasin place;

4) oil or gas produced or extracted in the state;

-1- HB 1
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(5) the value of intanga.ule drilling and development
expenses and exploration expenses;

(6) an interest in property described in AS *13.55.010(b);

(7) before the construction commencement date, property
which 1is intended to be used in this state primarily for pipeline
transportation of gas or unrefined oil or for theproduction of gas or
unrefined oil to be transported by that pipeline; and

(8) before the construction commencement date, property
which is intended to be used within this 3tate primarily in the
erection, construction, installation, operation or maintenance of
facilities for pipeline transportation of gas or unrefined oil, or
facilities for production of gas or unrefined oilto be transported by
that pipeline.

Sec. *13.56.030. IN PLACE OF ALL OTHER TAXES. Except for those
taxes imposed under AS *13-55 and AS %3-573 the taxes levied or
authorized under this chapter are in place of

(1) all ad valorem taxes or other taxes imposed by
the state or a political subdivision 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 political subdivision
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 sale or use of the property (except

for retail sales taxes on purchases within a political subdivision
of property not to be included in the value of taxable property

subject to taxes under this chapter);

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

1 “o_
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(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 measured by gross or net income from
the property, including income from the exploration for, produc—
tion of, or pipeline transportation of gas or unrefined oil or
property; and

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

Sec. "13.56.0110. STATE ASSESSMENT REVIEW BOARD.The State
Assessment Review Board is created within the Department of Revenue.
The board consists of five persons appointed by the governor to serve
at his pleasure.

Sec. "13.56.050. PER DIEM AMD 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 taxes levied under secs. 10(a) and 10(h) 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 of gas or unrefined oil to be transported by that
pipeline or in the erection, construction, installation, operation or
maintenance of facilities for pipeline transportation of gas or
unrefined oil, or in the erection, construction, installation, opera—
tion or maintenance of facilities for production of gas or unrefined
oil to be transported by that, nipeline. the first assessment date

except as provided in Sec. 2 or this Act.
shall be the construction commencement date/"1 If-the- ee-orws-t-i"tkHrj-on

T
corairre-rrcre-tent -aato~- ) rrst th*nr*tleveT rrsnrs” . Tmc-"r:t"date” -he tax payable

3- HB 1
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shall bepredated 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 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 prevaiT ng market conditions in a sale between a willing
seller and a willing buyer both conversant with the property and with
prevailing general price levels-

(©) The full and true value of taxable property used or intended
tobe used for the production of gas or unrefined oil or in the
erection, construction, installation, operation or maintenance of
facilities for the production of gas or unrefined oil

1S:

(1) on the construction commencement date the actual
cost incurred or accrued with respect to the property as of the
date of assessment;

n, (- (2) determined on each January 1 thereafter on the basis
of (a«fual_jp Oiit less depreciation based on units of production.

(d) The full and true value of taxable property used or
intended to be used for pipeline transportation of gas or unrefined
oil, or in the erection, construction, installation, operation or
maintenance 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 with due regard
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the replacement cost of the pipeline and
|
/ .including the pipeline;
to/the economic life of the property/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,
replacement
the full and true value is the aetual 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, economi—
cally and legally deliverable into the transportation 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 substantial part of the facility for a period of
90 or more consecutive days because of natural disaster or legal pro—
hibition, or other events beyond the control of a person having
ownership or control of the property- eatfaral"~d- I"cr-ttrirer-Jrntyo-aeeetint
- and "replacement cost

(e) For purposes of this section "actual cost"/does not include
interest capitalized prior to or during the period of construction
nor the va .ue of intangible drilling and development expenses.
In the case of taxable property under construction, "actual cost"™ fcr
purposes of this section means the costs incurred or accrued with
respect to the property as of the date of assessment.

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

notice every person having ownership or control of an interest In

property taxable under this chapter to submit a return in the form

prescribed by the department, based on property values existing on
-5- HB 1
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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 of the notice.

Sec. <13*56.080. INVESTIGATION. (@) 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 1its own valuation of the taxable property, which
is prima facie evidence of full and true value.

(b) An employee or agent cf 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 re}used 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. 43.56.090. ASSESSMENT ROLL. The department shall prepare
annually the only assessment roll for taxation under 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. <13.56.100. ASSESSMENT .fICE. (@ On or before March 1
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.

HB 1 .6 -
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(b) The department shall also send to a political subdivision
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 political subdivision and on which a tax is authorized under
sec. 10(b) of this chapter.

Sec. 1113.56.110. APPEAL TO THE DEPARTMENT. (a) An owner of
taxable property or a political subdivision receiving an assessment
notice may object to the assessment by advising tho 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 cf
appeals to interested persons and political subdivisions.

(c) Following an objection the department may adjust the assess—
ment and the assessment roll. An adjustment based on an objection from
an owner of taxable property or a political subdivision 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 a ruling by the department on an appeal made under sec. 110
of this chapter, the owner or political subdivision 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 shallprovide by regulation for notices of appeals
to interested persons andpolitical subdivisions.

Sec. 43.56.130. 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 shallprovide by regulation for notices of hearings
to interested persons andpolitical subdivisions.

“T7- HB 1
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(d) If an appellant falls to 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 its determinations to the department
within seven days of the hearing.

(h) The department shall enter the changes and certify the final
assessment roll on or before June 1 of each year 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 political subdivision may appeal to the superior
court for, and is entitled to, trial de novo of the board 3 action.

Sec. <13.56.1*10. 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. *13.56.150. COLLECTION AND DEPOSIT. (a) The tax levied by
this chapter is payable to the department n or before September 30 of
the tax year.

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

(c) If a political subdivision levies the tax authorised by
sec. 10(b) of this chapter, the department shall collect the tax
under this chapter and promptly remit it to the political subdivision.

(d) All other taxes, interest and penalties collected under
this chapter shall be deposited in the general fund.

1 -8-
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Sec. 43.56.160. INTEREST AND PENALTY. When the tax levied by 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. 43.56.170. LIEN FOR TAX. The tax levied under 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. 43.56.180. REMEDY. The remedy of distraint on property
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. 43.56.190. PENALTIES. A person who knowingly falls 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 Dy 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. 43.56.200. REGULATIONS. The board and the department may

adopt regulations in accordance with AS 44.62 as appropriate to carry

out their respective duties under this chapter.
Sec. 43.56.210. 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 follcv. ii

(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 constructionof the

facilities in the expectation that all other approvals, pernmits,
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licenses and certificates necessary for the completion of
facilities will be obtained;

(i) all approvals, permits, licenses and certificates
are in full force and effect, unrevoked and without any modifi-
catlonX which might jeopardize the completion or continued con—
struction 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 construc—
tion or the continuation of construction of the facilities is 1in
effect.

(3) "department™ means Department of Revenue;

(*1) "gas™ includes all natural gas and all hydrocarbons
produced at the v/ellhead not defined as oil;

(5) "intangible drilling 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;

i (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
distribution or solely for the liquification of natural gas), or in
the erection, construction, installation, operation 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, communication equipment and

1B 1 -10-
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Original sponsor: Rules Committee by Offered: 10/24/73
request of the Governor

i IN THE HOUSE BY THE FINANCE COMMITTEE

2 CS FOR HOUSE BILL NO. 1

i IN THE LEGISLATURE OF THE STATE OF ALASKA

4 EIGHTH LEGISLATURE - FIRST SPECIAL SESSION

4 A BILL

4 For an Act entitled: "An Act providing for taxes on property used in the
/ exploration for, production of, or pipeline trans—
8 portation of gas or unrefined oil; and providing for
9 an effective date."

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

u # Section 1. AS 43 is amended by adding a new chapter to read:
v CHAPTER 56. OIL AND GAS EXPLORATION, PRODUCTION AND
13 PIPELINE TRANSPORTATION PROPERTY TAXES.
1 Sec. 43.56.010. LEVY OF TAX. (ad) An annual tax of 20 mills is
15 levied each tax year beginning January 1, 1974, on the full and true
16 value of taxable property taxable under this chapter.
iy (b) Notwithstanding AS 29.53.030, municipalities may levyand
18 collect a tax on the full and true value of taxable property taxable
19 under this chapter as valued by the assessment board established by
20 this chapter at a rate not to exceed that which produces an amount of
21 revenue equivalent to $1,000 per person per year residing within its
22 boundaries. A tax levied by a municipality under this subsection shall
23 be credited against that amount of the tax levied under (a) of this
24 section and shall be levied at a rate no higher than the millage rate,
25 using the same assessment methods, applicable to other property taxable
26 by the municipality. Exemptions shall be limited to those setout in
21 AS 29.53.020 and 29.53.025 and sec. 20 of this chapter.
A Sec. 43.56.020. EXEMPTIONS. The following are exempt from the
29 taxes levied or authorized under this chapter:
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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 within 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;

© 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 measured by gross or net 1income from
the property,including income from the exploration for, produc—
tion of, or pipeline transportation 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 ASSESSMENT REVIEW BOARD. The State Assess—
ment Review Board is created within 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 proce—
dures and is not required t. be a resident of the state.

Sec. *13.56.050. 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 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
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Original sponsor: Rules Committee by Offered: 10/24/73

request of the Governor

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 1
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SPECIAL SESSION

A BILL

For an Act entitled: "An Act providing for taxes on property used in the

exploration for, production of, or pipeline trans—
portation of gas or unrefined oil; and providing for

an effective date."

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 TAXES.

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) Notwithstanding AS 29.53.030, municipalities 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 person per year residing within its
boundaries. A tax levied by a municipality 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 setout 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 authorised under this chapter:
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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 mineral 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;

("D oil or gas produced 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 ~3.55010(b);

(7) before the construction commencement date, property taxed
under sec. 10(a) of this chapter which is intended to be used 1in this
state primarily for pipeline transportation of gas or unrefined oil
or for the production of gas or unrefined oil to be transported by that
pipeline; and

f% before the construction commencement date, property taxed
under sec. 10(a) of this chapter which is Intended to be used within
this state primarily in the erection, construction, installation, opera-—
tion or maintenance of facilities for pipeline transportation 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 municipality 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 municipality on or with
CSHB 1 -2-
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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 within a municipality 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;

© taxes on ..he sale or use of services used in or
associated with the property or in its erection, construction,
maintenance or operation;

(D) taxes on or measured by gross or net income from
the property,including income from the exploration for, produc—
tion of, or pipeline transportation of gas or unrefined oil or
property; and

(E) any license, excise, fee, charge or other tax on
or pertaining tc the property or services.

Sec. *13.56.040. STATE ASSESSMENT REVIEW BOARD. The State Assess—
ment Review Board is created within 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 proce—
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
commissions.

Sec. 43.56.060. ASSESSMENT. (a) The department shall assess
property for 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 property used or intended to bn used for the

oipeiine transportation of gas or unrefined oil or for the production

-3- CSHB 1

AGO 787688



of gas or unrefined oil to be transported by that pipeline or in the
erection, construction, installation, operation or maintenance of
facilities for pipeline transportation of gas or unrefined oil, or in
the erection, construction, Installation, operation or maintenance of
facilities for production of gas or unrefined oil to be transported

by that pipeline, the first assessment date shall be the construction
commencement date. If the construction commencement date is used as
the assessment date, the tax payable 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 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 esti—
mated price which the property would bring in an open market and under
the then prevailing market conditions in a sale between a willing seller
ana a willing buyer both conversant with the property and witi: prevailing
general price levels.

(c) The full and true value of taxable property used or intended
to be used for the production of gas or unrefined oil or in the
erection, construction, installation, operation or maintenance of
facilities for the production of gas or unrefined oil is:

(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 life of
proven reserves.

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

to be used for pipeline transportation of gas or unrefined oil, or in
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the erection, construction, installation, operation or maintenance of
facilities for the pipeline transportation of gas or unrefined oil 1is:

(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 oraccrued 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 theeconomic life of the
property, including the pipeline, based onthe estimated life ofthe
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 reolacement 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
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 fora period of
90 ormore consecutive days because of natural disaster or legal pro—
hibition, or other events beyond the control of a person having owner —
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 development
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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. (@) The department may 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 person tc
provide additional information within 30 days of the notice.

Sec, 43.56.080. INVESTIGATION. (a) The department may make an
investigation of property on wnieh 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 prima facie evidence of full and true value.

(d) 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 "he 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 Cr 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. 43.56.090. 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 property
subject to assessment and taxation.
Sec. 43.56.100. ASSESSMENT NOTICE. (@) 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 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 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. 43.56.110. 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 and municipalities.

(c) Following an objection the department may adjust the assess—
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 ASSESSMENT REVIEW BOARD.

(a) After a ruling by the department on an appeal made under sec. il0
of 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 ASSESSMENT REVIEW EOARD. a)

The board shall hear appeals file” under sec.

(b)

120(a) of this chapter.

A majority of the board constitutes a quorum required tc

transact business.

©)

The board shall provide by regulation for notices of hearings

to interested persons and municipalities.

(d)

If an appellant fails to appear at the hearing,

may proceed with the hearing in his absence.

Q)
@)

unequal,

accordance with the standards set out

the board

The appellant bears the burden of proof at the hearing.

The only grounds for adjustment of assessed value

is proof of

excessive or improper valuation or valuation not determined in

in this chapter,

based on

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

@

The board shall certify its determinations to the department

within seven days of the hearing.

assessment roll

mall

Q)

The department shall enter the changes and certify the final

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

to the owner of taxable property or his authorized agent a

statement of the amount of tax due.

for,

shall

Q)

and

Sec.

Include property omitted from the assessment roll

An owner or municipality may appeal

to the superior court

Is entitled to, trial de novo of the board®"s action.

43.56.140. SUPPLEMENTARY ASSESSMENT ROLLS.

The department

on a supple—

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

original

SecC.

Sec.

10(a) of this chapter

roll.

43.56.150. COLLECTION AND DEPOSIT.

September 30 of the tax year.

CSHB 1

(b)

The department may provide for voluntary prepayment and for
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is payable to the department on or before
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payment by installments.

(©) All other taxes, interest and penalties collected under
this chapter shall be deposited in the general fund.

Sec. 43.p6.160. 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 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. 43-56.180. 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 dis—
trained .

sec. 43.56.190. 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 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 appropriate to carry

out their respective duties under this chapter.

Sec. A3.56.210. 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

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,

of facilities will be obtained;

are

licenses and certificates necessary for the completion

(ii) all approvals, permits, licenses and certificate

in full force and effect, unrevoked and without any modifi—

cation, which might jeopardize the completion or continued

construction of the facilities; and

(i) no order, judgment, decree,

determination

award of a federal, state or local court or administrative or

regulatory agency enjoining,

the construction or the continuation of construction of the

facilities is in effect;

®)
“)

"department”™ means Department of Revenue;

produced at the wellhead not defined as oil;

®)

"intangible drilling and development expenses™

those expenses defined in sec. 263(c) of the United States

gas" 1includes all natural gas and all hydrocarbons

means

Internal

Revenue Code as defined on the effective date of this paragraph;

(6)

property used

"taxable property"” means real and tangible personal

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

distribution of natural gas), or in the erection, construction,

installation,

CSHB 1

operation or maintenance of facilities used
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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, communication equipment and facilities, and
maintenance equipment and facilities, construction and maintenance

camps and other related facilities;

@) "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) 1is repealed.

* Sec. 3. This Act takes effect on the day after its passage and approval

on the day it becomes law without approval.
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MOVF.MEIER 11, 1973

Honorable Terry Miller,
President of lhe 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 Sub-
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.503
do not anoly 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. k5 and
50 of AS 29.53.

(Jlds-'-'L

_F . Bill "hay * Chairman A Rap. Cru.i k2ellLtan; %irman
N7 au .
i /o>, £ ,-v-L,

hop. Bud Séylor::—“

Al\/| - A/64_II;]+ A"

Si?". V. tf j.iprmar *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."

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 % renewable and nonrenewable
resources belong to all the people of the state. Therefore it 1is
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 1s the intention of the legislature that

"he -"i.,-ite share i1ts wealth among all the people of-this state according
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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, 1t 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. (d) An annual tax of 20 mills 1is
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 1mposed 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) o1l 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 787699



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) i1s subject to confirmation by a majority of the
members of the legislature iIn 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. (@) 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
year.

(b) The full and true value of taxable property used or committed
by contract or other agreement for use iIn the exploration for gas or
unrefined oil, or in the erection, construction, 1installation, 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-

AGO 787700



10

n

12

14

16

17

20

21

22

23

24

25

26

27

28

29

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) lhe full and true value of taxable property used or committe

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
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as of the date of the assessment; and
(3) on the assessment datenext 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. (@) 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 1ts own valuation of the taxable property,
which 1s prima facie evidence of full and true value.

(o) 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.

(©) 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 i1s located in the municipal: "y
and on which a tax 1s 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 1on the department may-adjust the assess-
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ment and the assessment roll. An adjustment based on an objection fronm
an owner of taxable property or a municipality shall be made within

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

Sec. 43.56.110. APPEAL TO THE STATE ASSESSMENT REVIEW BOARD.
(a) After a ruling by the department on an appeal made under sec. 100
of this chapter, the owner or a municipality 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.

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

Sec. 43.56.120. HEARINGS OF STATE ASSESSMENT REVIEW BOARD. (a)
The board shall hear appeals filed under sec. 110(Ca) of this chapter.

(h) 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) IfT an appellant fails to appear at the hearing, the board
may proceed with the hearing 1in 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 1in this chapter, based on

facts stated in a written appeal timely filed or proved at the hearing.
(9) The board shall certify its determinations to the department
within seven days of the hearing.
(h) The department shall enter the changes and certify the final
assessment roll on or before June 1 OFf each year and by July 1 shall

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

statement cf the amount cf tax due.
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(1) An owner or municipality may appeal to the superior court
for, and is entitle! to, trial de novo of the board"s action.

Sec. 113.56.130. 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 1is 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. 43.56.160. LIEN FOR TAX. The tax levied under sec. 10
of this chapter and the interest and penalty provided in sec. 150 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 levied by sec. 10 of

_8-
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this chapter. However, only property subject to the tax may be dis—
trained.

Sec. 43.56.180. 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 1is 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 1is
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:

@) An amount equal to one-third of the sum appropriate
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
TAV

S
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 appro

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 3-75
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 nxm cd 3.5 per cent of 1llk assessed

-10-
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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.

(€©)) An amount equal to 40 per cent of the sum appropria

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"

where

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)(l), (2) and (3) of this section
shall be 20 per cent, 20 per cent and e0 per cent, respectively.

(c) When an organised borough 1is 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

-11-
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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 sec: al0O 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,
19793 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"™ 1includes 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, 1installation, operation

-12-
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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;

) "unrefined oil"™ includes crude petroleum oil and
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 1in
association with oil and commonly known as casinghead gas.
Sec. 2. AS 29.53 1is 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) 1is 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 1imposed by

(1) the state or any of its political subdivisions upon

(A) producing oil or gas leases; or

(0) oil or gas produced or extracted in the state; or

-13-
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I (2) a political subdivision upon

2 (A) o1l or gas in place;

3 (D) possessory interests in oil or gas leaseholds

4 whether producing or not; or

5 © the value of intangible drilling, development e
6 exploration expenses.

7 * Sec. 4. This Act takes effect on the day after i1ts passage and approval

8 or on the day i1t becomes law without approval.
9
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REVENUE AVAILABLE TO EXISTING & POTENTIAL LOCAL GOVERNMENTS

1975 wmLIMIT Q OIL-RELATED
PROJECTED $2,000 TAXABLE
AREA POPULATION PER CAPITA PROPERTY MILLS
NORTH SLOPE Mo o $ 8,000,000 $353,300,000 10
20
30
NORTH STAR 40,000 80,000,000 94,000,000 10
20
30
FT. YUKON 1,500 3,000,000 10
20
30
S.E. FAIRBANKS 4,500 9,000,000 10
(TOK) 20
30
AETNA REGIONAL
CORP. (Chitna, 2,000 4,000,000 10
C-lennallen,efcc.) 20
-0
VALDEZ 2,000 4,000,000 131,000,000 10
- 20
SI - S Ln » S~ 7f,3 00
-Boroughs that might possibly be created $12.870 .000

and together would contain most of the total
industry (assuming a 10

pipeline not iIn existing borough 3 or
municipalities. These areas are a mill

and census districts.

le

REVENUES

m GENERATED

BY VARIOUS
MILL LEVIES

VAR

f]

/

$ 3,530,000
6,060,000
10,590,000

i 0,
940,000

1,880,000

2,820,000

A jo>

1,310,000
2,620,000
3,930,000

Maximum
tureen on petroleum

7

0

vy 1n the North Star
combination of regional corporations Borough).

N>

5

yl Al

/V*

VL
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1976

REVENUE AVAILABLE TO EXISTING % POTENTIAL LOCAL GOVERNMENTS

*REVENUES
1975 $ LIMIT @ OIL-RELATED GENERATED
PROJECTED $2,000 TAXABLE BY VARIOUS
AREA POPULATION PER CAPITA PROPERTY TILLS MILL LEVIES
f—<j «e ,\(I -l / ‘,*
NORTH SLOPE 4,000 S 10 $ 6,758,000
20 12,516,000
30
Is LS
NORTH STAR An ;000 80,000,000 10 920,000
20
30
* FT. YUKON 1,500 10 $"1,500,000
20 3,000,000
30
* S_E. FAIRBANKS A,500 9,000,000 **150,000,000 10 1,500,000
(TOK) 20 3,000,000
30 4,500,000
Jr ;>V> A7 0
* AHTNA REGIONAL 2,000 10 1,000,000
CORP. (Chitna, 20 2,000,000
Glennallen,etc.) 30 3,000,000
VALDEZ 4,000,000 279 ,000,000 10 2,790,000
20 5,580,000
/s 30

<= ~ ~ CP)o c¢>o0
ABoroughs that might possibly be created and together would contain

most of the pipeline not in existing borough 3 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 3 estimate of total value not contained

within existing boroughs. ;

*ij-yJdo- .
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. 1977

REVENUE AVAILABLE TO EXISTING ft POTENTIAL LOCAL GOVERNMENTS

1975 $ Limit ¢ OIL-RELATED MILL LEVY NECESSARY TO

PROJECTED $2,000 TAXABLE GENERATE MAX. REVENUE

AREA POPULATION PER CAPITA . PROPERTY
SV-"00, s 00
NORTH SLOPE Mo o $ 8,000,000 $1,091,000,000 7.3 mills ($8,000,000)
S '/ 0 s ioo
NORTH STAR 40,000 80,000,000 179,000,000 10 mills ($1,790,000)
t o/ i-*

FT. YUKON 1,500 3,000,000 300,000 ,000 10 mills ($3,000,000)
S.E. FAIRBANKS Moo 9,000,000 300,000,000 30 mills ($9,000,000)
(Tok)
AHTNA REGIONAL 2,000 4,000, COO 250 ,000 ,000 16 mills ($4, 000,000)

CORP. (Chitna,
Glennallen,etc.)

VALDEZ 2,000 Moo, 000 544,000,000 7.4 mills ($4,000,000)
5 **x° ooo, 000

~Boroughs that might possibly bo created $29 .790.000 Maximum

and togetheilwould contain most cf the toeal burden on petroleum in—

pipeline not in existing borough®"s or dustry (assuming a 10 mill levy in

municipalities. These areas are a the North Star Borough).

combination of regional corporations
and census districts.

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.

/ /

i) i
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1978

s?

- 9 N
Co Y
I =-fK- \

REVENUE AVAIT#ADLE TO EXISTING ft POTENTIAL LOCAL GOVERNMENTS

1975

PROJECTED
AEEA POPULATION
NORTH SLOPE 51,000
NORTH STAR 0,000
FT. YUKON 1,500 -
S.E. FAIRBANKS >,500
(Tok)
AHTNA REGIONAL 2,000
cop.?. (Chitna,
Glennallen,etc.)
VALDEZ 2,000

"Boroughs that might possibly be created

$ Llii.lt o
$2,000
PER CAPITA

$ 8,000,000

80,000,000.

3,000,000

9,000,000

1,000 ,000

1,000,000

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.

.1:1,579,900,000

OIL-RELATED
TAXABLE MILL LEVY NECESSARY TO
PROPERTY GENERATE MAX. REVENUE *

5 mills ($8,000,000)

271,000,000 10 mills ($2,710,000)

J 6S~&j w o

500,000,000 6 mills ($3,000,000)
/[ r fC flveo

>150,000,000 LO mills ($9,000,000)

>100,000,000 10 mills ($>1,000,000)

f 0Q

823,000,000 >1.8 mills ($>(,000,000)

3,400,000

total burden on petroleum iIn—
dustry (assuninr a 10 mill levy In
the North Star Borough).

Ahese 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.

/ s tpz /
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Net Taxable Valuations by Regions
Includes Changes Incorporated in CSHB 1 am
(Expressed in millions of dollars)

° FY FY f - FY FY FY FY FY FY
1975 1976 i 9J1 1978 1979 1980 1981 19S2 1983

North Slope Borough $353.3 $ 675.8 ,091.9 $1,579.7 $1,745.8 $1,778.7 $1,783.7 $1,765.0 $1,743.9
Upper Yukon Borough* 198.0 386.6 584.7 613.5 625.4 637.1 648.4 659.2
North Star Borough 94.0 92.0 179.0 271.0 284 .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 2157
Ahtna Borough* 82.8 161.7 2445 e 256.4 261.5 266 .4 271.1 275.6
Valdez 131.0 279.0 544.0 823.0 863.6 880.5 896.8 912.7 931.3
Kenai 283.7 276.6 268.1 258.0 246.3 232.7 217.3 199.5 179.c
Other (Unorganized Boroughs) 14.4 28.2 42.6 446 "45.5 46.3 47.1 47.9
Totals $862.0 & d M A $2 JLH6,0 $3,994.9 $4,255.4 $4,328.9 $4,351.4 $4735817

* These Boroughs are anticipated.
If they do not form these valu—
ations will remain in the
Unorganised Boroughs,



North Slope Borough
Upper Yukon Borough.
North Star Borough
S.E. Fairbanks Borough
Ahtna Borough

Valdez

Kenai

FY
1975

FY
1976

Population Estimate

By Region

(Expressed in thousands)

FY FY
1977 1978
4.6 .4.5
1.8 1.7
52.0 53.0
5.1 5.2
3.5 3.6
2.2 2.0
18.0 18.5

FY
1979

54.0

3.5

19.0

FY
1980

19.5

FY
1981

20.0

FY
1982

2.1

20.5

Page 2

FY
1933

"1.4

58.0

21.0



