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THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

I. *REQUEST - - )
Bill/lResolution No Senate Bill 313 am

Title Exempting Property of Air and Motor treignt t a mers Regulated by Alaska"
Transportation lommission

Requested b
q Y- From the ui 1 & Gas property lax

II. FISCAL DETAIL

Agency Affected Department of Revenue

Program Category Affected Ctnierdl Governmepn’i- : - .
BRU, Program, or Subprogram(s) Affected, etroleum Revenue
(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each

component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)

FY 80 .FY81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES -0- -0- -0- -0- -0- -n-
200 TRAVEL -0- -0- -0- -0- -C1, -0-
300 CONTRACTUAL -0- -0- -0- -0- -0- -0-
400 COMMODITIES -0- -0- -0- -0- . -0- -n-
500 EQUIPMENT -0- -0- -0- -0- -0- -0-
600 AND & STRUCTURES -0- -0- -0- 0. .. -0- _n-
700 GRANTS. CLAIMS. ETC. -0- -0- -0- -0- —. -0- -0-
TOTAL -0- -0- -0- -0- -0- -0-
FUNDING  (Thousands of Dol lars)
GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS -0- -0- -0- -0- -0- -0-
OTHER (Suecifv Fund Source) -0- -0- -0- -0- -0- -0-
POSITIONS
FULL TIME -0- -0- -0- -0- -0- -0-
PART TIME -U- -0- -0- -0- -0- -0-
TEMPORARY -U- -0- -0- -0- -0- -0-

CL ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

SB 313, as amended, will reduce the types of taxable property subject to AS 43.56. The

, Fiscal impact would be a certain reduction in state revenues derived from the property
tax and a probable reduction in revenue derived from property taxes by municipalities.
The reduction in receipts would arise because property with an assessed value of between
$9,076.000 and at least $16.076.Q0Q0 would be exempted. Three factors produce the wide
raTRjruiestimated valueST*- First, it is unclear whether all vehicular property of an
affected .taxpayer is intended to be exempted by the bill or whether only that property
which is in fact ATC-regulated (true . and airplanes) is intended to be exempted.
Second, it is unknown how much "leased" property would fall into the exemption, and
whether or not the owner of that leased property would in turn be taxed. Third, a

(continued on page 2)

aert M. Johnsoi

IV. DATE & PREPARED BY

AGENCY Departme'nt of Revenue
Original: Legislative Finance PHONE 175T3&3
cc: Budget .and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79) AGO 787322



Page 2 (Senate Bill 313 am)

lawsuit is pending on the question of including certain property in the
category to be exempted by this bill. The actual tax from the assessed
property would therefore range from $181,520 to $31,520 @ perceru of
assessed value). The state would lose net taxes of between $100,000 and
$19(1.non. The remainder would ordinarily pass to alnunicipality but it ~
"is very uncertain that the municipalities would in fact be able to assess
and tax movable property of the type primarily addressed by this bill.
Consequently, the municipalities too would lose tax revenue.

There would be no fiscal impact on the operation of the Department of
Revenue.

AGO 787323



Wu« AIR ALASKA,INC.

February 27, 1980

Mr. Rick Urion
P. 0. Box 868
Juneau, Alaska 99802

Dear Mr. Urion:

Thank you for your phone call of February 19 regarding S.B. 313 am
(property tax amendment).

After considering the matter further 1 suggest the following two
points:

1. The language we discussed should be "regulated by the Alaska
Transportation Commission or subject to Public Law 95-504, the
Airline Deregulation Act of 1978."

2, I continue to believe that "vehicular” should be replaced with
the word "transportation."”

I am enclosing a copy of my January 29 memo for your easy .reference.
Very truly yours,

WIEN AIR ALASKA, INC.

Attorney

Enclosure

cc: J. Flood
D. Maloney
M. McKinnon

4100 W. Internationol Airport Rood, Anchorage, Alaska 99502/Phone (P07) 243-2400

AGO 787324
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Introduced: 1/14/80
Referred: Finance

IN THE SENATE BY SACKETT

SENATE BILL NO. 313 am
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act exempting property of air and motor freight

carriers regulated by the Alaska Transportation
Commission from the oil and gas exploration, production
and pipeline transportation property tax; and providing

for an effective date."”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.56.210(6) 1is amended to read:

(6) "taxable property”

(A) 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 trans—
portation of gas or unrefined oil (except for property used solely
for the retail distribution or liquefaction 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 trans—
mission lines, pumping stations, compressor stations, power plants,
topping plants, processing units, roads, tank farms, tanker
terminals, docks and other port facilities, air strips and communi—
cation equipment and facilities, maintenance equipment and facili—

ties, and maintenance camps and other related facilities;
®) ["TAXABLE PROPERTY"] does not include permanent

residences, office buildings requiring substantial local government

-1- SB 313 am

AGO 787325
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Sec.

services, [OR] oil and gas pipeline systems owned and operated by a
certificated public utility regulated by the Alaska Public Utili—
ties Commission, or vehicular property owned or leased by air

carriers and motor freight carriers regulated by the Alaska Trans—

portation Commission;

2. This Act takes effect January 1, 1981.

-2- SB 313 am

AGO 7873 X
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BgG"uco of the signifieanco-of dil and gas related activities
economi}prt is inevitable that general purpose transportation equipment (trucks,
barges, aircraft, etc.) operated by independent carriers will Dbe frequently
engaged in the movement of goods and materials used in the oil and gas
activities specified in AS 43.56.

It is impossible to predict in advance the percentage of actual usage of
any given piece of equipment in the specified activities. Consequently, it is
impossible for the carrier to project the amount of tax that would be due so
that it can be equitably passed on to the appropriate customer by adjustment
of rates and tariffs. Imposition of this tax results in what amounts to a
penalty on the carrier whose equipment is subsequently determined (by the per—
centage of its total usage) to have been engaged primarily in specified oil and
gas related activities.

The carrier can only avoid this penalizing effect by increasing rates to
all classes of customers since a property tax cannot be added to invoices for
specific movements of freight. Aside from being awkward and difficult to
achieve, this would have the effect of penalizing the general user of transpor—
tation services and giving the ultimate consumers of oil and gas unintended relief
fottetx

Taxes levied on oil andgas related properties should be ultimately paid by
the consumers of oil and gasproducts. The producers of these products are
the only parties that can effectively allocate these taxes to the consumers. It
follows, therefore, that theassessment of this particular tax on property used
in general transportation services in such a way that it cannot be passed
directly on to the oil and gas producers penalizes not only the carrier but the
ordinary users of transportation services. This certainly does not appear
consistent with t.he legislative intent behind AS 43.56, and consequently the

section should be clarified by specifically exempting these operations.

AGO 787327 4_



AMENDMENT

Offered in the SENATE By; ...Sarkar-t.

To: SENATE BILL No. _jirlL

HOUSE BILL No.

Page; Line;

Insert "vehicular™ between "or"™ and "property"

PAGE: 2 LINE: 3

Insert "or leased"™ between "owned" and "by"

AGO 787328
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Introduced: 1/14/80

Referred: Finance
IN THE SENATE BY SACKETT
SENATE BILL NO. 313
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act exempting property of air and motor freight

carriers regulated by the Alaska Transportation
Commission from the oil and gas exploration, production
and pipeline transportation property tax; and providing

for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.56.210(6) is amended to read:

(6) "taxable property"”

(A) means real and tangible personal property used
committed by contract or other agreement for use within this state
primarily in the exploration for, production of, or pipeline trans-
portation of gas or unrefined oil (except for property used solely
for the retail distribution or liquefaction 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 trans-

- 7s8ion lines, pumping stations, compressor stations, power plants,
topping plants, processing units, roads, tank farms, tanker
terminals, docks and other port facilities, air strips and communi —
cation equipment and facilities, maintenance equipment and facili—
ties, and maintenance camps and other related facilities;

(B) [*"TAXABLE PROPERTY"™] does not include permanent
residences, office buildings requiring substantial 1local government

-1- SB 313
AGO 787329
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RECORDS
~ CERTIFICATION

|, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
reqular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

] S h s h n
(0 Signature of Camera Operator Date



COMMITTEE REPORT

(1D
HOUSE
3/3/80 FURTHER:
Date: ) CT_ ~ |, t_]
Mr. Speaker:
The Committee on FINANCE Nas "acj SB 313 am

"An Act exempting property of air and motor freight carriers regulated
by the Alaska Transportation Commission from the oil and gas explora—
tion, production and pipeline transportation property tax; and
providing for an effective date.””

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[ 1 do pass [ ] donot pass

[ 1 do pass with,attached amendments(s)
N .

y I [ 1 same title
[X1 replace with?CS for- 00 D" | A J><) new title
and recommends -—1(m i§ tilo pCi
[ 1 AND attaches a "Letter of Intent” [X ] New Fiscal Note

[ 1 reports it back without recommendation

[ 1 referred to the Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:

. °y

.y A. - .- yy . - -m
YN e

""m ozy/jjcz/Ti

-x U
v'3

CHAIRMAN
H 60 (Rev. 12/78) AGO 787330
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0

WO#7649
Chenoweth
Original sponsor: Sackett

1 IN THE SENATE BY THE FINANCE COMMITTEE
2 HOUSE CS FOR SENATE BILL NO. 313
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 ELEVENTH LEGISLATURE - SECOND SESSION
S A BILL
6 For an Act entitled: "An Act exempting certain aircraft and motor vehicles
7 from the oil and gas exploration, production and pipe—
8 line transportation property tax, and providing for the
9 return of taxes collected on aircraft and motor vehicles
10 exempted by this Act; and providing for an effective-
n date."
12 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
13 * Section 1. AS 43.56.210(6) 1is amended to read:
14 (6) "taxable property"”
15 (A) means real and tangible personal property use
16 committed by contract or other agreement for use within this state
17 primarily in the exploration for, production of, or pipeline trans—
18 portation of gas or unrefined oil (except for property used solely
19 for the retail distribution or liquefaction of natural gas), or 1in
20 the operation or maintenance of Tfacilities used in the exploration
21 for, production of, or pipeline transportation of gas or unrefined
22 oil; "taxable property"™ includes [, INCLUDING]
23 (i) machinery, appliances, supplies, and equipment”
24 [J
5 (i) drilling rigs, wells (whether producing
26 not), gathering lines and transmission lines, pumping stations,
27 compressor stations, power plants, topping plants, and pro—
28 cessing unitsj”™ [,]
29 (iii) roads, tank farms, tanker terminals, docks and

-1- HCSSB 313
AGO 787331



WORK DRAFT PAPER WORK DRAFT PAPER WORK DRAFT PAPER

other port facilities, air strips and communication equipment
and facilities; [,]

(iv) aircraft and motor vehicles owned by a person
whose principal business in the state is the exploration for,
production of, or pipeline transportation of gas or unrefined
oil and whose operation of the aircraft or motor vehicle
directly relates to the conduct of that business; and

(v) maintenance equipment and facilities, and
maintenance camps and other related facilities;

(B) ['TAXABLE PROPERTY"] does not include

(i) permanent residences|_ [,]

(i1) office buildings requiring substantial loc
government services| [, OR]
(il1) oil and gas pipeline systems owned and oper

by a certificated public utility regulated by the Alaska
Public Utilities Commission; and
(iv) aircraft and motor vehicles, except aircra
and motor vehicles taxable under (A)(iv) of this paragraph;
* Sec. 2. (a) The commissioner of revenue shall provide the commissioner
of administration the. names of taxpayers who paid to the state after
December 31, 1973, a tax levied on aircraft or motor vehicles which are
exempt from taxation under AS 43.56.210(.6), as amended by sec. 1 of this Act,
and the amount of the taxes paid on the aircraft or motor vehicle.

(b) The commissioner of administration shall promptly pay each taxpayer
the amount determined by the commissioner of revenue under (a) of this sec-
tion.

* Sec. 3. Section 1 of this Act is retroactive to January 1, 1974
* Sec. 4. This Act takes effect immediately in accordance with" AS 01.10.-
070(c).
tro -2- HCSSB 313 aco 181332
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Nurber of Taxpayers
Total Actual Rebate

Estimated Audit Assessment
Pertaining to Tax Period

Total Cost

ESTIMATED ADJUSTMENTS 1978

STATE SHARE OF ADIT
ADJUSTMENTS @)

REVENLE FCREGONE 1990

Nurber of Praoeble Taxpayers
Amount of Probeble Collections
State Sare @)

J

TABLE A REVISED

T 1IUVES BENACIMENT BEFORE PAYWENT OF 1980 TAXES)

140.000
140.000
140.000
420.000

252.000

377,29

6

$226,768

1979 1978 1977 1976

10 9 9 9
293.986 278,100 274,330 160,056

140,000) 140,000 0 0
4B.9% 418,10 274,30 160,06

TOTAL ACTUAL REBATE

STATE SHARE OF
ESTIMATED ADJUSTVENTS

STATE SHARE OF 1980
PROBABLE COLLECTIONS

TOTAL QOST TO THE STATE

195

42 514

42 514

1,064,043

22,000

226,760
$1,53,811

1974

5.018

5.018
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Original sponsor: Sackett

IN THE SENATE BY THE FINANCE COMMITTEE

HOUSE CS FOR SENATE BILL NO. 313
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act exempting certain aircraft and motor vehicles
from the oil and gas exploration, production and pipe-
line transportation property tax, and providing for the
return of taxes collected on aircraft and motor vehicles
exempted by this Act; and providing for an effective'
date."

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

* Section 1. AS 43.56,210(6) is amended to read:
(6) "“taxable property"

(A) means real and tangible personal property use
committed by contract or other agreement for use within this state
primarily in the exploration for, production of, or pipeline trans-
portation of gas or unrefined oil (except for property used solely
for the retail distribution or liquefaction of natural gas), or in
the operation dr maintenance of facilities used in the exploration
for, production of, or pipeline transportation of gas or unrefined
oil; "taxable property" includes [, INCLUDING]

(i) machinery, appliances, supplies, and equipment”
[ 1

(i1) drilling rigs, wells (whether producing o
not), gathering lines and transmission lines, pumping stations,
compressor stations, power plants, topping plants, and pro-
cessing unitsj_ [,]

(iii)  roads, tank'farms, tanker terminals, docks and

-1- HCSSB 313

AGO 787335
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other port facilities, air strips and communication equipment
and facilities)_ [, ]

(iv) aircraft and motor vehicles owned by a pe

whose principal business in the state is the exploration for,
production of, or pipeline transportation of gas or unrefined
oil and whose operation of the aircraft or motor vehicle
directly relates to the conduct of that business; and

(V) maintenance equipment and facilities, ar

maintenance camps and other related facilities;
(B) ['TAXABLE PROPERTY"] does not include
(i) permanent residences|_ [,]

(11) office buildings requiring substantial lo

government services] [, OR]

(1) oil and gas pipeline systems owned and ope

by a certificated public utility regulated by the Alaska
Public Utilities Commission; and

(iv) aircraft and motor vehicles, except aircr

and motor vehicles taxable under (A)(iv) of this paragraph;

* Sec. 2 (a) The commissioner of revenue shall provide the commissioner
of administration the. names of taxpayers who paid to the state after
December 31, 1973, a tax levied on aircraft or motor vehicles which are
exempt from taxation under AS 43.56.210(.6), as amended by sec. 1 of this Act,
and the amount of the taxes paid on the aircraft or motor vehicle.

(b) The commissioner of administration shall promptly pay each taxpayer
the amount determined by the commissioner of revenue under (a) of this sec-
tion .

* Sec. 3. Section 1of this Act is retroactive to January 1, 1974

* Sec. This Act takes effect immediately in accordance with AS 01.10.-
070(c).

-2 - HCSSB 313
AGO 787336



- THE LEGISLATURE OF THE STATE OF ALASKA
! ELKVENTL( LEGISLATURE
[
FISCAL "NOTE

HiA<Clutiol NoHODBB 8iJ.

I'[ICSExdmptlng Certain Vehicular Property from AS 43.56

Requested 0 Date.

H FISCAL Fcte

enc veng%
ae 0 eFte Qermt%overnngrtlrl ,
ecte OICUlll XEVETIUC
Note I oret anori%gm om one t I affected separatej(neatemameuntyand‘fmdmg‘foreacfw
component In the analysis section.

EXPENDITURES  (Thousands of Dollars)

FY 8
E@R NAL SERVICES 0-
@:i%t?&%
UCTURE
GRANTS CLAIMS. E Q 1.054

TOTAL

FY® FY8&8 FY# FY &
0- -n-... O . N

| I#HDI
ey

#I 1 1
I

o

qIDIq

FUNDING  (Thousands of Dollars)

PEERAL FUDS
OTH

ER (Snecifv Fund Source)

[479] [330] [360] [390] [420] [450]
POSITIONS

Ll & ¥ +f %

_|I.. ANALYSIS gSeeHsca Note reparat| t|gi ns, chonIII? The rosge five effect of
% |6|.wo_;ﬂ%b ar%uct n|n ta rece {s 5 the State from

0,000 in hlt $450,00 fren ﬁ ﬁe 1980 ass smer}]t roll
assumin that the taée nets 0% of the tax eV|e { e co ered
roperty. The rﬁmam er %40% 0I ordin r|I S 10 a unicipali g
er Lincertaln t a% tne muni |Pa |t|es Hd | BC Re abe {0 g3sse
movable r.oper%o tety;i)e imaril a essed s bill. Cons quently he
municipalities might also” fose tax revenue.
I ition, th ld hav f 14.4inr X
}oraﬂ]d taom ’u.nEseagstgégawoyog yga? q % of]j1 e1 guh?m% the Qﬁ? |Ise,1 -
ﬂ%t al Tégemente ror to u co ection of tax, an addifi na}

n s(sate r]venl';es |nc In Pro ga asttment will be or&g
ee Table A REVI%E . Jne refund 't o tax a S Wp nclude. approximately $4
credited by the State to taxpayers f a es paid to municipalities.

i\
- , [ |
IV. DATE 3/27/80 7\ Ré%%tr%leﬂtpnb”ﬁevelr\]ﬂuemns QTV-r|
Ongmal Lﬁgmelatg/ne Finance PHONE —276-13.63-------cmmmeeeev

e
Sponsor%gr eglslator Named) 60 187337
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Nurber of Taxpayers
Total Actual Rebate

Estimated Audit Assessent
Pertaining to Tax Periad

Total Gost

ESTIMATED ADJUSTMENTS 1978

STATE SHARE CF ADIT
ADIUSTVENTS  (B0i)

REVENLE FORECONE 1980

Nurber of Praoable Taxpayers
Amount of Probeble Collections
State Sare D

140.000
140.000
140.000
420.000

6
252.000

377,20
6

$226,768

TABLE A REVISED
(ASSUVES BENACTMENT BEFORE PAYWENT OF 1900 TAXES)

1919

= 10

1978

*9

293,936 278,100

1977 1976 1975

9 " 9 2
274,330 160,0%6 42,514

140,000(E) 140,000(E) 0 0 0

433,986

418,100

274,330 160,06 = 42,514
TOTAL ACTUAL REBATE 1,064,043
STATE SHARE OF

ESTIVATED ADJUSTMENTS 22,000

STATE SHARE OF 1980
PROBABLE COLLECTIONS 226,763

TOTAL OOST TO THE STATE  $1,532,611

1974

5,018

0

- 5,018



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

ﬁﬁ%so'ugxcemptmg |-I((;Ss%a?']s\/ehTcu1a’r—PrUpe-rty-1‘ro1'n-ﬁc3—4’:}56

Requested by Date.

FISCAL

ecte eum revenue

E%@n ecte ecRg e (:‘II(:J clI b()[\_ét‘lllllt‘lll
r S) Al tro
ret no %%ﬂ gom oneswt |saffect separate?ne—ﬂenramounts*and'fundmg‘fareacrr

a
com onent in the angy&s Section
EXPENDITURES  (Thousands of Dollars)

FYgd FY&8 F& &8 FH

j00  PERSONAT SERVICES - - o - o
B e S N .
—0- -0- -0- -0- -0-

-0- 0- -0- -0- -0-

% g o b b b B
i oS oo
TOTAL —0- -0- -0- -0- -0-

FUNDING  (Thousands of Dallars)

%pggf@BFund Source) % § :{é _:§:_ - %

POSITIONS

bl t ¥ & %

[IIl. ANALYSIS (See Fiscal Note Preparation Instructions, Section Ill)
There would be no impact on the budget or operation of the Department.

b

V. PATF.  321/80 QE%PA%R D BY
Or|g|na| E u8|s|at|ve Finance 176133
ponsor rbz(r]rsrtniegﬂslator Named)

33-001 (Rev. 12/79) AGO 787339
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Original

IN THE SENATE

WORK DRAFT PAPER

WO#7649
Chenoweth

sponsor: Sackett

BY THE FINANCE COMMITTEE
HOUSE CS FOR SENATE BILL NO. 313
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act exempting certain aircraft and motor vehicles

BE

from the oil and gas exploration, production and pipe—

line transportation property tax, and providing for the

return of taxes collected on aircraft and motor vehicles
exempted by this Act; and providing for an effective

date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

Section 1.

AS 43.56.210(6) is amended to read:

(6) "taxable property"”

(A) means real and tangible personal property used

committed by contract or other agreement for use within this state

primarily in the exploration for, production of, or pipeline trans—

portation of gas or unrefined oil (except for property used solely

for the retail distribution or liquefaction of natural gas), or in

the operation or maintenance of facilities used in the exploration

for,

oil;

production of, or pipeline transportation of gas or unrefined
"taxable property”™ includes [, INCLUDING]
(i) machinery, appliances, supplies, and equipment”

[J

(i) drilling rigs, wells (whether producing
not), gathering lines and transmission lines, pumping stations,
compressor stations, power plants, topping plants, and pro—
cessing unitsj_ [,]

(iib) roads, tank farms, tanker terminals, docks and

-1- HCSSB 313
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other port facilities, air strips and communication equipment

2 and facilities) [, ]

. (iv) aircraft and motor vehicles owned by a pel
. whose principal business in the state is the exploration for,

5 production of, or pipeline transportation of gas or unrefined

6 oil and whose operation of the aircraft or motor vehicle

. directly relates to the conduct of that business; and

8 (v) maintenance equipment and facilities, anc
. maintenance camps and other related facilities;

0 (B) ['TAXABLE PROPERTY"] does not include

1 (i) permanent residences” [,]

D (i) office buildings requiring substantial loc
. government services| [, OR]

. (iii) oil and gas pipeline systems owned and opel

by a certificated public utility regulated by the Alaska

3 Public Utilities Commission; and

. (Iv) aircraft and motor vehicles, except aircre
. and motor vehicles taxable under (A)(iv) of this paragraph;

. = Sec. 2 (a) The commissioner of revenue shall provide the commissioner
o of administration the names of taxpayers who paid to the state after

» December 31, 1973, a tax levied on aircraft or motor vehicles which are

» exempt from taxation under AS 43.56.210(6), as amended by sec. 1of this Act,
_and the amount of the taxes paid on the aircraft or motor vehicle.

. (b) The commissioner of administration shall promptly pay each taxpayer
the amount determined by the commissioner of revenue under (a) of this sec-

25

tion.
~ Sec. 3. Section 1of this Act is retroactive to January 1, 1974

e * Sec. 4. This Act takes effect immediately in accordance with AS 01.10.-
. 070(c).

27

-2- HCSSB 313
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3201 C. Strest
Anchorage, Alaska 99503
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onora ‘e élwn terb ck... Co-Chairman
onor 0-Chairman
SoUrces o rh|t ee

tate egislature

Juneau Alaska B
Gentlemen:

rward ou op ter from former
L 1 b

Sincerely,

ng)e( r”els?iaen
overnment ané Labor Relations

enc.
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P.O.BOX 1066, ANCHORAGE. ALASKA 00310
PHONE 007 ,270%2322

February 26, 1980

Alex Miller
Dear Alex:

quested a letter fron mm erstanding of the Pipeline
Kgl\/a? orem taxbﬂ passed when w pea ero O’a Iﬁouseg d

rhtended to place a l| tax the p|p?||ne and the fagilities at tﬁ
P and south en s |ne cer amly did n?t |nten fo tax t rua
Po%g?esd Ionr %%tasi W |c |vered supplies to tha pipeline, or pipe or too

We %rlmarl intended to oover thﬁse facill t|e hich would not be covgred
n e i i

overnment tax and those Item WI woul also b covere
and gso F} g )\/\%ae termine tatt endﬂtg t]e souﬁ
e.oppartu mil

8 Hover it e 0? the faC|I|t|er:]:|tY re?g rltngo the two IocaI govern-

se of, t 8 magmtu

mens involve

The tax was to a to the line and necessary facilities .at each end.
A o1 f

certaml Wwas not designed to cover casu erty occasiona Iocated at
th {e saney geographic s(ftes or property Wﬁmﬂ g ay mlghtqa sed at those

yours,

Tem Fink
TF/ndm

i n s u r a n c e AGO 787345



SENATOR

JUaska jilate |iEgvslatitrE a3l
CHAIRN
COVA7TEE ON TRASRORTATION
POCH V February 29, 1980 COMITTEE N TITLE. IV CXE REVISION
B, ALACKA S FLLE RIEEON, QOISSJON
TREHOE 465402 OV'TFE STATE PERINEL ACT

TO:  Repres tatlves sterback & Miles
pgo 8 alrmen, Elouse ?tesources Committee

FROM  Senator Bill Ray
RE: AS 4356-210 (6) - Taxation - B 313

. \When thls b|I| was in Finance Commlttee it fachtx ran ﬁbell
ng Bte | could not fassomate the facts during thé hearing
and Subsequent votmg on the floor

Since that time. | have had occasion 0 more. clearlr}/ recall the
mstances Involving or| inal intent o x |on EO %ermng 8
r) he Ca| n onference Commit-

ropertes
i ﬁ h
E R G S PR

The intent as | recollec Was that th taxation. meqtlongd
the pro de‘ was not 1o an gas in place™ and
Intangiple dri eXpenses. woul ear; estlmat|on
that art le e, un

as(t]I alr carri r uId certaln
>f<c s%an woul Just|y e favorable adoption yyour commlttee
ave any furth

he as!c,{tr q th]at ol ey ey ﬁgeshons concerning this bill, please

at any ,ime.

cc.  Senator ac ett
enator orth

AGO 787346
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ERéToweth

Original sponsor: Sackett

1IN THE SENATE BY THE FINANCE COMMITTEE
2 HOUSE CS FOR SENATE BILL NO. 313
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
a ELEVENTH LEGISLATURE - SECOND SESSION
A BILL

6 For an Act entitled: "An Act exempting certain aircraft and motor vehicles
from the oil and gas exploration, production and pipe-

8 line transportation property tax, and providing for the

9 return of taxes collected on aircraft and motor vehicles

0 exempted by this Act; and providing for an effective

il date."

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

s * Section 1. AS 4356.210(6) is amended to read:

14 (6) "“taxable property"

15 (A) means real and tangible personal property use

16 committed by contract or other agreement for use within this state

17 primarily in the exploration for, production of, or pipeline trans-

18 portation of gas or unrefined oil (except for property used solely

19 for the retail distribution or liquefaction of natural gas), or in

D the operation or maintenance of facilities used in the exploration

21 for, production of, or pipeline transportation of gas or unrefined

2 oil; "taxable property” includes [, INCLUDING]

%3 (i) machinery, appliances, supplies, and equipment”

2 [-1

2 (1) drilling rigs, wells (whether producing or

2% not), gathering lines and transmission lines, pumping stations,

27 compressor stations, power plants, topping plants, and pro-

28 cessing unitsj_ [,]

20 (iii) roads, tank farms, tanker terminals, docks and
-1- HCSSB 313
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16
17

18

19
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* Sec. 2

other port facilities, air strips and communication equipment
and facilitiesj_ [, ]

(iv) aircraft and motor vehicles owned by a pe
whose principal business in the state is the exploration for,
production of, or pipeline transportation of gas or unrefined
oil and whose operation of the aircraft or motor vehicle
directly relates to the conduct of that business; and

(V) maintenance equipment and facilities, al
maintenance camps and other related facilities;

(B) ['TAXABLE PROPERTY"] does not include

(i) permanent residencesj_ [,]

(i1) office buildings requiring substantial lo
government servicesj [, OR]
(1) oil and gas pipeline systems owned and ope

by a certificated public utility regulated by the Alaska
Public Utilities Commission; and
(iv) aircraft and motor vehicles, except aircr
and motor vehicles taxable under (A)(iv) of this paragraph;
(@) The commissioner of revenue shall provide the commissioner

o Of administration the names of taxpayers who paid to the state after
December 31, 1973 a tax levied on aircraft or motor vehicles which are
exempt from taxation under AS 43.56.210(6), as amended by sec. 1 of this Act,
and the amount of the taxes paid on the aircraft or motor vehicle.

B OB Y BN NNN

(b)

The commissioner of administration shall promptly pay each taxpay

the amount determined by the commissioner of revenue under (a) of this sec-

tion.

* Sec. 3. Section 1of this Act is retroactive to January 1, 1974
* Sec. 4. This Act takes effect immediately in accordance with AS 01.10.-

070(c).

-2 - HCSSB 313
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P.O.BOX 1060. ANCHORAOE. ALASKA 00510
PHONE 007/ 270 *321

February 26, 1980

Alex Miller

Dear Alex;

thve Peer%t?gxab'tttﬁés&?t“ en | pea P of %ers %ﬂgleng of the Pipeline

W intended to place a lI tax the ellne and the fagilities at the
Prth and south en s |ne cer ainly did n?t Intend 1o tax true s/
Po%g(tagd Ionr %%taﬁ W |c |vered supplies to the pipeline, or pipe or too

We gnman mtended to cover those fac |||t| S Wmch gould not he covgred

i e ot e B ol g
Becagover nts no HE?d the opp It IN

fun

Se of t 8 magnitude of the fa |I| es n re?£| n 90 the two Iocal govern-
ments involve

lhe tax was to att)p% to tﬂe line and nece?sar facilities at each end,
ertamly Wwas not d sqne to cover casug H gertg occas;h rl)al Iocated at
Stlteessame geographic sites or property which scrre tlay might be Used at those
Very truly ycurs,

|
Tem Fink
TF/ndm

i n s uUu r a n c e AGO 787345



JVeska jStaie Negislature
Nenate
pouch V February 29, m
JUNEAUmSASKA 9081}
THEPHONE 465-492

TO:  Representatives QOsterback & Mile .
ID(Fo Eﬂa?rmen House %esources %:ommntee

FROM  Senator Bill Ray
RE: AS 43-56-210 (6) - Taxation - B 313

. When this bill was in Finance Committee It fadw
in mg/ emory, but | could not rassomate the facts u
d Subsequént voting on the floor

Xallon

Since that time. | have had occasion io more. cIear

mstances mvolvu"g or| |na| Intent o

ro ert a| n the reg o(p
ur| (9 ﬁg)ema |on 8 &%h considere
eg|s|at| N whic eventua y ended Up as Chapter 1.
The intent Fs | recollecﬁwas that, th 5% aéggsn”r]ne

ed b was not to be put

r| eXpenses. t wou ear;
tha} easé alr arr| r uld certajnly come. un
exclusion and wou
of SB 313

e pro
I‘hlnt HEP

SENATOR

38Ul

CARMN
COWITTEE ON TRANSPCRTATION
COWITTEE ON TITLE IV GDE REVISION

BLLE RIBBON COMISSION
ON THE STATE PERION\EL ACT

ﬁ bell
earing

recall tp

ermng 8
erence_Commit-
the propose

tioned in

ace” and
est|mat|on
he latter.
]UStI y t e favorable adoption yyour committee

have any furthﬁ[ ﬁgestlons concerning this bill, please
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CROFT. THURLOW & DUGGAN

ATTORNEYS AT LAW
CHANCY CROFT 730 H STREET. SUITE 200 Telephone 272-3508

GARY THURLOW Area Code 907
JOHN E.DUGGAN ANCHORAGE, ALASKA 99501 WILLIAM J. BAILEY

LINDA M. CERRO OF COUNSEL

February 27, 1980

Representative Alvin Osterback
Representative Bill Miles
Co-Chairmen, House Resources
Commit, tee

Pouch "v"

Juneau, AK 99811

RE Senate Bill 313
Dear Alvin and Bill:

Several weeks ago, after Senate Bill 313 had passed the
Senate and was referred to the House, a staff member of one
of the House committees called and asked my opinion about
this legislation. I told him then that 1 thought the bill
should be passed because, 1in my opinion, there was never any
intent on the part of the 1973 special session which passed
the oil and gas property tax to include vehicular property
owned or leased by air carriers under the tax.

Since that time, 1"ve been asked to express my opinion
to you and I am glad to do so. I was not a member of the
free commerce committee which considered the property tax
and came up with the final version of the bill. However, |
was actively involved with all of the legislation that
passed the 1973 special session and 1 did offer floor
amendments when the bill was being considered in the Senate.
I have reviewed both Senate Bill 313 and the amended version
of Senate Bill 313 as well as proposed revenue regulations,
15 AAC 05.860, and 870. In my opinion, there is little
guestion that had Senate Bill 313, amended, been offered as
a substitute to the property tax legislation in the 1973
special session, it would have passed; it would probably
have passed both houses without objection. It is further my
opinion that had the above revenue regulations been offered
as an amendment to the ad valorem tax, they would have been
defeated in both the House and the Senate.

I believe Senate Bill 313, amended, incorporates the
will of the Legislature during the 1973 special session and

AGO 787348



should be passed. I believe the proposed regulations of the
Department of Revenue are contrary to the legislative intent
and should be annulled.

Very truly you

mChancy Cro

CC:dat

AGO 787349
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LAW OFFICES OF

HeTy 8 £8ekes Grok, Eggers, Rokmsam, Price & Joknson TELEPHONES
e i RN SECURITY TITLE AND TRUST BUILDING (907) 272-6%74
RY L[.JOHNSON T11"H" STREET, SUITE 600 (907) 277-6433
E%}%%H%UMB Anchorage, Alaska 99501

ID A DEVINE

ESA A HOGAN

February 26, 1980

Representative Bill Miles
Chairman

House Resources Committee
Alaska State Legislature
Pouch "v"

Juneau, Alaska 99811

Re: A.S. 43.56.210(6) - Taxation
Dear Representative Miles:

As you well know, since you were with me, I was very active
in the First Special Session of the 1973 Alaska Legislature.
At that time, |1 was Chairman of the Senate Finance Committee
and you were my assistant. I have been asked to interpret
the provisions of A.S. 43.56.210(6) to determine whether the
State of Alaska can tax airplanes and trucks utilized in
transportation. It certainly was not the intent of the
Legislature to have the tax extend to airplanes and trucks.
This matter was discussed at great length and it was our
intent that the only taxable property should be that used
directly in the exploration for oil and gas.

I understand your committee 1is considering a clarification

of the above section. I firmly believe that it does not
need clarification, but if so, | urge the passage of Senate
Bill 313.

Sincerely,

CJG:dla

cc: Representative Alvin Osterback

AGO 787350



C 7649
< \éﬁenoweth
Original sponsor:

IN THE SENATE
HOUSE CS FOR SENATE BILL NO. 313
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act exempting property of air and motor freight
carriers regulated by the Alaska Transportation Com-
mission from the oil and.gas exploration, production
and pipeline transportation property tax and directing
the commissioner of administration to refund amounts
collected by the state from the tax on that property;
and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 4356.210(6) is amended to read:
(6) "taxable property"

(A) means real and tangible personal property us
committed by contract or other agreement for use within this state
primarily in the exploration for, production of, or pipeline trans-
portation of gas or unrefined oil (except for property used solely
for the retail distribution or liquefaction 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 trans-
mission lines, pumping stations, compressor stations, power plants,
topping plants, processing units, roads, tank farms, tanker termi-
nals, docks and other port facilities, air strips and communication
equipment and facilities, maintenance equipment and facilities, and
maintenance camps and other related facilities;

-1- HCSSB 313
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r.

1 (B) ["TAXABLE PROPERTY"] does not include perman
2 residences, office buildings requiring substantial local government

3 services, [OR] oil and gas pipeline systems owned and operated by a

4 certificated public utility regulated by the Alaska Public U tili-

5 ties Commission, or vehicular property owned or leased by air

6 carriers and motor freight carriers regulated by the Alaska Trans-

; portation Commission;

g  *Sec. 2 The commissioner of revenue shall provide the commissioner of
o administration with the names of taxpayers who paid to the state after
1 December 31, 1973, a tax levied on vehicular property owned or leased by
q carriers regulated by the Alaska Transportation Commission and exempted by
p AS 43.56.210(6) as amended by sec. 1 of this Act, and the amount paid by each
- taxpayer on that property. The commissioner of administration shall promptly
« Pay to each taxpayer the amount paid by the taxpayer as determined by the
cq;)nmissioner of revenue.
* Sec. 3. Section 1 of this Act is retroactive to January 1, 1974
1:!- * Sec. 4. This Act takes effect immediately in accordance with AS 01.10.-
070(c).

15

18

19

Ry

2. HCSSB 313
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*FORM02001BC
£10 f"Ci»Ef COAVMIINICATIONS mm
*AAY BE HATTOWRIITEN

MEMORANDUM State of Alaska
CEPT
10:r ?E\C/

Legislative Affairs

date March 21, 1980
i
from: Vicki Wilson subject: House CS to SB 313am
House Finance Committoe

Capitol Bldg Rm 519
Fhone: 3795/3796

Please prepare a House Finance Committee Substitute to

SB 313 am as per attached and return to me as soon as
pofebible. Thanks.

AGO 787353



Introduced: 1/14/80
Referred: Finance

1 IN THE SENATE BY SAKETT

H®N

o 9

26

27

2L

SHNATE BILL NO. 313 am
IN THE LEGISLATURE OF THE STATE COF ALASKA
HEVENTH LEGISLATURE - SEOOND SESSION
A BILL

For an Act entitled: "An Act exenptiing property of air ad motor freight

carriers requllated by the Alaska T rtation

o< so\/g:\/- Célvaalsmor?&qE{%{nm the oil a‘g]&ld %%I(orat?&% procuction

ad pipeline trangportation property tax; ad providing
for an effective date."

BE IT BENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.56.210(6) s arended to reed:

©® "t=able property”

@ means real and tagible persomal property used or
camitted by contract or other agreement for use within this state
primarily in the eploration for, production of, or pipeline trans-
portation of gas or unrefined oil (exagpt for property used solely
for the retail distribution or liguefection of natural gas), or iIn
the gperation or maintenance of facilities used In the exploration
for, production of, or pipeline trangportation of ges or unrefined
aoil, including mechirery, gopliances, sumplies, equipment, drilling
rgs, wells (Whether producing or not), gathering lines ad trans-
mission lines, pumping statias, compressor stations, pover plaits,
topping plaits, processing nits, roads, tak fams, taker
terminals, docks ad other port fecilities, air strips ad comuni-
cation equiprent ad fecilities, maintenance equipment ad facili-
ties, ad maintenance caps ad other related facilities;

® [ TAXABLE PROPERTY'] does not include permanent
residences, office buildings requiring substantial local govermment

-1- B 313 am
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1 services, [OR] oil and gas pipeline systems owned and operated by a

2 certificated public utility regulated by the Alaska Public Utili-
3 ties Commission, Or”~vehicular property owned or leased by air
4 carriers and motor freight Carriers regulated by the Alaska Trans-

portation CommisslonT"or =0 PubUp.Lg" gu-—<=Th4+k< A

oti,rc.Su laA-ton Trick
6 * Sec— 2= Th~o-Aet takac aff-at-Jauuary 1, 1981

7 NEW SECTIONS:
8

9
missioner of administration -with the nanies of taxpayers who paid

* Sec. 2. The commissioner of revenue shall provide the com—

the state after December 31, 1973, a tax levied on aircraft or
:Qvehicular property owned or leased by carriers regulated by the
Alaska Transportation Commission or subject to Public Law 95-504,

Xeit e

14 the Airline Deregulation Act of 1978, and exempted by AS 43.56.210(

13

1 as amended by Sec. 1 of this Act, and the amount paid by the tax—

16 - - - -
payer as determined by the commissioner of revenue. The commis—

17
sioner of administration shall promptly pay to each taxpayer the

18

amount paid by the taxpayer as determined by the commissioner of
19

) revenue.
A * Sec. 3. Section 1 of this Act 1is retroactive to January 1,

2 1974.

28 * Sec. 4. This Act takes effect immediately in accordance

24

with AS 01.10.070(c).

25
-

-1

27

28

22.



SB 313 am

Prepare a committee substitute as follows:

On Page 1, lire 8 ad Page 2, lire 5 - After "'Alaska Transportation
Caomissian’” insert "'or supject to Pblic Law %6504, tre Airline
Deregulation Act of 19/8°.

nh Page 2, lire 3 - Before "\ehiaular'’ insert “airaraft or''.

Add a Ssc. 2 to reed - "'The comissiaer of reee sall provice the
aamissioner of(reawe)with the names of taxpayers wo paid the state
after Decarer 31, 1973, a tax levied an airaraft or vehicular
O/\nedorleesedQ/carrlersrngIated the Alaska Trangportat
Gamission or suject to Rblic Law B 1heA|rI|ne mre%atlm
Act of 1973, e><mptedb)/A§43562JD(6) as amended

of this Act, adﬂemuntfnldwmmm,eras@temmedw
the comissioner of reerLe.

Add a Sec. 3 o reed - "Section 1 of this Act IS rettroactive 1o
January 1, 1974."

Add a Sec. 4 t© read - "'This Act takes effect imediatly In acoordance
1ith AS 01.10.070(c)-"

=

AGO 787356



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

%T\%Sdugxcempt|ng|-€%sr%a|n | M AS 4356 —
Requested by —Dae.

FISCAL

nc ecte V enue
ecte ene a—Go ernn et

com onent | S Section
EXPENDITURES {Thous 0s o? Dollars)

FY8 F8 Y& FY FY &4
% AL SERVICES
L
% ARTS e
TOTAL 0 0 0 0
FUNDING  (Thousands of Dollars)

ggﬁ%pggf@[? Fund Source) § %

WE 3

Il ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)
There would be no impact on the budget or operation of the Department.

L6
ot
b

s
b
s

IV. DATE 3PL/30 P WD BY

A Department of-Rdvemm-
Original: Legislative Finance PHONE 2.76-1363
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79) AGO 78A357

FY

ret r%gm oﬁn eocngswt S aﬁecteJ Oseep%rrnatFee? L*em amounts-and-fomdmyfor gacte
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THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE
%QNgS%LE?(%rNﬁt_ng% t;?'f
Requested bv Erans&ortatlork m SSI enrt Bx Afaska
. FISCAL
ecte D o e

n

mPHmuum Revenue

&a Pﬁnre t?]an 0 %&ﬁ] 2@%%8(1’[ Ir affected, separate line-item amounts and funding for each
component In the analysis Section

EXPENDITURES  (Thousands of Dolldrs)

FY 8 Fra Fy & FY 83 FY & FY &

100 PERSONAL SERVICES -0- -0- -0 O Q- 1
7200 TRAVEL -0 -0 -0 0 O 1
30 CONTRACTUAL -0 -0- -0 -0- 0 -0
100 COMMODITIES -0 -0 -0 0O 0O -O-
50 EOUIPMENT -0 -0 -0- = -0 -0
680 LAND & STRUCTURES O -0 -0 O 0 e
70 GRANTS. CLAIMSETC, -0- -0- -0 0O O
TOTAL -0 -0 0 O 0 0

FUNDING  (Thousands of Dallars)
A
ggﬁ%ﬁ%@pﬁ%&um Source) z&

POSITIONS

ki LI

[II. ANALYSIS (See Fiscal Note Preparation Instructions, Section Il

?B 313 as amendeg il redece the tt}/éaes of taxaple roperty subject to 4356 Ihe
1Sca |mpact WgP aacer ain red ,ocp ét?e reve ue dene from pp er
X an Proba e reduction In revenue er|ve rom pr v@ axes bgdmu iCi z% E

on I TECEIIS. 1) Se b £sS een
?g} H es?nmafied vafue?l\%é‘}% |W°|% n(e? %a? h{] r aI ﬁ%rlgrp{)? Derty o ofi\ng
al ﬁe axpa n enFIedt xems rpv he | or (‘7 { B that éroperty
S, alr anes& |sa|nte exe (1)0

In|s un ALFC ar (rggg Il In exemprion, and
not e owner 3)?” at eased BroBer% WOUH In"turn taxeé pfthlrd

f [.
?co%tmued on page 2

V. DATE . &E@ED BY L}E"\i’lmﬂmﬂ

Original: Legislative Finance
cc: Budget and Management
Prime Sponsor (First Legislator Named)

TP
PP
PP
PP

33-001 (Rev. 12/79) A 787361 -\



Page 2 (Senate Bill 313 am)

Ic%wesmu pendén 0N h% quﬁsn n|| f includ % ertai ropﬁrtgsgrésghg
ﬁﬁ) s Ay @E‘% i
ar| ty u |t

rem |n er woul o a_muyn Clp

|s v unce am tha the m n| |t|e fact B ?Fsess
8”d a mo gr fge pr| &Pdressed g |
onsequent h un| paI| les 100 WOU ax revenu

Hg%%uvevould be no fiscal impact on the operat|on of the Department of
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THE LEGISLATURE OP THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

: E]ﬁ%s%lutlor HO SB 3
equested'%e ortatlon tax 9 Date 19Iu/f.n :

. FISCAL DETAI

cte

gﬁ ffe?t Aﬁected

ore t%ano %ﬁﬁ] ompone rrsaﬁected—separatﬂmmtemanmm-fundmgforeach
com onent in the andlysis se t|on

EXPENDITURES  (Thousands of Dollars)

FY®R F& FY8 F& &8 &
E AL SERVICES

§ RUtTUFEﬁ%

RANTS. CLAIMS.
TOTAL

FUNDING  (Thousands of Dollars)

0 0 0 0
AZ'g FUADs

pecify Fund Source)

POSITIONS

ikl

[IIl.  ANALYSIS (See Fiscal Note Preparation Instructions, Section Ill)

This bill clarifies which property 1is subject to the oil
and gas exploration, production and pipeline transportation
property tax. No fiscal 1impact 1is expected.

Original: Legislative Finance
cc: Budget and Management
Prime Sponsor (First Legislator Named)
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THE LEGISLATURE OF THE STATE OF ALASKA
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TOTAL 0 0 0 0 0
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i, 0
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lIl. ANALYSIS (See Fiscal Note Preparation Instructions, Section 1)
There would be no impact on the budget or operation of the Department.

o

o
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THE LEGISLATURE OF THE STATE OF ALASKA
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Introduced: 1/14/80
Referred: Finance

IN THE SBNATE BY SAKETT

SH\ATE BILL NO. 313
IN THE LEGISLATURE OF THE STATE OF ALASKA
HEVENTH LEGISLATURE - SHOOND SESSICN
A BILL

6 For an Act entitled: "An Act exanpting property of air ad notor freigit

.
8

D

carriers regullated by the Alaska Transportation
Comission fram the oil ad ges eloration, production
and pipeline transportation property tax; and providing
for an effective date."’

1 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALAKA:

P
13

14

23
24

25

27

28

* Section L. AS 43.56.210(6) Is areded to reed:

© "tacble property”

A meas real ad tagible persoal progerty used or
camitted by contract or other agreement for use within this state
primarily in the exploration for, production of, or pipeline trans-
portation of ges or unrefined o1l (exogpt for property used solely
for the retail distribution or liguefaction of natural ges), or In
the goeration or maintenance of facilities usad In the exploration
for, production of, or pipeline trangportation of ges or unrefined
oil, including mechirery, gopliances, syplies, eguiprent, drilling
rigs, wells (Whether producing or not), gathering lines ad trans-
mission lines, puping statios, copressor statias, porer platts,
topping platts, processing wnits, roeds, tak fams, taker
teminals, dodks ad other port fecilities, air sorips ad comuni-
cation equiprent ad facilities, maintenance equipment ad fecili-
ties, ad maintenance caps ad other related facilities;

® [TAXABLE PROPERTY'] does not incluce permanent
residences, office buildings requiring susstattial local goverment

-1- B 1l
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servicess, [(R] oil ad ges pipeline systers oved ad goerated by a

certificated public utility requlated by the Alaska Public Utili-

ties Camission, or property oved by alr carriers ad notor

freigit camiers regulated by the Alaska Transportation Comission?
* Sec. 2. This Act takes effect January 1, 1981

AGO 787
[




Sackett 0ffered: 3/31/80

Original sponsor:
gl po Referred: Rules

1 IN THE SBNATE BY THE FINANCE CoaMITTEE
2 HOUSE CS KR SB\ATE BILL NO. 313

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 HEVNTH LEGISLATUIRE - SHOOND SESSION

5 A BILL

6 For an Act entatled: "An Act exanpting certain aircraft ad notor ehicles
fran the a1l ad gas eloration, production ad pipe-

8 line transportation property tax, ad providing for tre
° retum of taxes oollected on aircraft ad notor ehicles
D e@anpted by this Act; ad providing for an effective

1 date."

P BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALAKA:
13 *Section L AS 43.56.210(6) is arended to reed:

14 © tacble property”
15 A meas real ad tagible personal property used or
16 comitted by contract or other agreement for use within this state
17 primarily in tre eploration for, production of, ar pipeline tras-
18 portation of ges or uwefined oil (exgot for property usaed solely
19 for the retail distribution or liguefaction of rnatural ges), or In
D the operation or maintenance of fecilities used in the exploration
a for, production of, or pipeline transportation of ggs or unrefined
2 oil; "taxable property” includes [, INCLLDING]
23 () machinery, gpliaxes, syplies, ad equiprait
# L]
25 (D) drilling rigs, wells (whether producing or
26 not), gathering lines ad transmission lires, puping statas,
27 ocopressor statias, poser platts, topping plaits, ad pro-
20 ocessing unitg). |[L]
29 al) roas, tak fanms, taker termirals, dodks ad
-1- HCSSB 313
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1 other port fecilities, air strips ad comunication equipmaTt
0 ad facilities® [,]

3 () aircraft ad motor vehicles ovned by a person
4 whose principal business In tre state 1s the exploration for,
5 production of, or pipeline trangportation of ges or urefined
6 oil ad whose gperation of tre aircraft or motor \ehicle

7 directly relates 0 tre coduct of that business; ad

8 () maintenance equiprent ad fecilities, ad

maintenance caps ad other related fecilities)

D ® [TAMBLE PROPERTY'] does not include

n @ pemanent residences™ £41

P D) office buildings requiring susstantial local

13 govermett sevicess) [, (R

iz D) oil ad ges pipeline systans owed ad operated
15 by a certificated public utility requlated by the Aladka

16 Rublic Utalrties GCamission) ad

17 (v) airoraft ad motor vehicles, exoept aircraft

18 ad notor vehicles taxable uder (A)@Vv) of this paragrahh;

19 *&c. 2 @ The camissioer of revene dall provice the comissioner
D of administration the remes of tapayers who paid © te state after

A Decanber 31, 1973, a tax levied on aircraft or notor wehicles which are

2 e@pt fran taxation uder AS 43.56.210(6), as arended by sec. 1 of this Act,
22 ad the amout of tre taxes paid on the alrcraft or motor \vehicle.

24 ® The camissioer of adninistration sall praptly pay each taxpayer
s the amout determined by the comissioer of revene uder @ of this sec-
20 M.

27 * SC. 3 Section 1 of this Act is retroective to January 1, 1974.

28 *Sc. 4. This Act takes effect immediately 1In accordance with AS 01.10.-

2o OM(C)-
§ -2 HCSSB 313
AGO 781



Nurber of Taxuayers
Total Actual Rebete

Estimated Audit Assesgment
Pertaining to Tax Periad

Total Cost

ESTIVATED ADJAUSIMENTS 1978

STATE SHARE CF ALDIT
ADJUSTMENTS (80D

REVBNLE FOREGONE 1990

Nurer of Praoeble Taxpayers
Armount of Proeble Collections
State Sare @)

TABLE A REVISED

(ASSUVES BENACTMENT BEFORE PAYWENT OF 1980 TAES)

140.000
140.000
140.000
420.000

252.000

9
377,29
6

$226,768

199 1975 977  19/6

10 9 9 9
28,96 278,100 274,30 160,06

140,00F)  140,0006) 0 0
433,96 418,100 274,30 160,05

TOTAL ACTUAL REBATE

STATE HARE OF
ESTIMATED ADJUSTMENTS

STATE SHRE OF 1980
PROBABLE COLLECTIONS

TOTAL GOST TO THE STATE

1,044,043

252,000

26, /63
$1,532,811

1974
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Introduced: 1/14/80
Referred: Finance

1 IN THE SENATE BY SAKETT

2

3
4

5

SNATE BILL NO. 313 am
IN THE LEGISLATLRE OF THE STATE OF ALASKA
HEVENTH LEGISLATURE — SHOOND SESSION
A BILL

6 For an Act entitled: "'An Act exarpting property of air ad nmotor freight

7

8

D

carriers requlated by the Alaska Transportation
Comission fran tre oil ad ges eploration, production
ad pipeline trangportation progerty tax; ad providing
for an effective cate."”

1 BE IT BNACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

%

13
14
15
16
17

18

23
24
25

26
27

28

* Section L. AS 43.56.210(6) 1s amrended 1O reed:

© "taable property”

@ meas real ad tagible persoal property used or
camitted by contract or other agreement for use within this state
primarily in the eploration for, production of, or pipeline trans-
portation of gas or unrefined o1l (exogpt for property used solely
for the retail distribution or liguefaction of natural ggs), or in
the gperation or maintenance of facilities used In tre exploration
for, production of, or pipeline transportation of ges or unrefined
oil, including mechinery, goplianoss, syplies, equiprant, drilling
rgs, wells (Whether producing or not), gathering lines ad trans-
mission lines, puping stations, copressor statias, poner plats,
topping plaits, processing units, roads, tak fams, tanker
terminals, docks ad other port fecilities, air strips ad caomuni-
cation equipret ad facilities, maintenance equipmrent ad facili-
ties, ad maintenance caps ad other related fecilities;

® [ TAXABLE PROPERTY'"] does not include permanent
resicences, office buildings requiring substantial local govenment

-1- 3B 33 an
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o

servicss, [(R] oil ad ges pipeline systans oved and goerated by a
certificated public utility requlated by the Alaska Public Utili-
ties Comission, or vehicullar property oved or leased by air
carriers ad motor freight carriers regulated by the Alaska Trans-
portation Comission;

* Sc. 2. This Act takes effect January 1, 1981.

-2- SB 313 am
AGO 787359



SB 313 an

Prepare a comittee susstitute as follons:

On Page 1, lire 8 ail Page 2, lire 5 - After "Alaska Transportation
Camission” insert ‘or Sb_]eCt to Pblic Law %504, tre Arrline
Deregulation Act of 197/8".

On Page 2, lire 3 - Before "\ehiaular'' insert "aircraft or''.

Add a Sc. 2. 0 read - "'The comissiaer of revene sall provide the
camissioer of revenie with the nares of taxpayers wo paid the state
after Decanber 31, 1973, a tax levied on aircraft or vehicular progerty
owned or Ieasedtycarrlers requlated by tre Alaska Trangportation
AOgtﬂn:IsfsigBa’ a:tijl%I/IgSLZ\SNEﬁ 6)1haA|rI|ne o Iatilon
exanpted 210(6) as amendd
of this Act, ardmeamntpaldwmmmerasdetermmedw
the comissioner of reene.”

Add a Sec. 3 o reed - "Section 1 of this Act iIs retroective
January 1, 19/4.""

Add a Sec. 4 t© read - "'This Act takes effect immediatly In acocordance
with AS 01.10.070(c)-"

AGO 787360 X\
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sponsor: Rules/Governor

THE SENATE BY THE FINANCE COMMITTEE

HOUSE CS FOR SENATE BILL NO. 315
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the investment of state funds; and
providing for an effective date."
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.25.180(b) is amended to read:
(b) When, in the opinion of the commissioner of administration,
there is on hand in the retirement fund a surplus over and above a
reasonably safe amount to take care of current demands upon the fund,
the surplus or so much of it as in the judgment of the commissioner of
administration is considered proper may be invested at competitive na-
tional market rates by the commissioner of revenue in
[(1) BONDS OR OTHER INTEREST-BEARING OBLIGATIONS AID SECURITIES
OF THE UNITED STATES OR AN AGENCY OF THE UNITED STATES, A STATE OF THE
UNITED STATES, OR A POLITICAL SUBDIVISION OF ANY STATE OF THE UNITED
STATES, IF THE POLITICAL SUBDIVISION HAS A POPULATION AS SHOWN BY THE
LAST FEDERAL CENSUS PRECEDING THE INVESTMENT OF NO LESS THAN 30,000
INHABITANTS, EXCEPT NO POPULATION LIMITATION APPLIES TO A POLITICAL
SUBDIVISION OF THIS STATE;
(2) FIRST LIEN REAL ESTATE MORTGAGE SECURITIES INSURED BY THE

FEDERAL HOUSING ADMINISTRATION UNDER THE NATIONAL HOUSING ACT OF THE
UNITED STATES, OR HELD BY THE DEPARTMENT OF COMMERCE, OR THE DEPARTMENT
OF NATURAL RESOURCES;

(3) CORPORATION BONDS, AND PREFERRED AND COMMON STOCKS AS THE
COMMISSIONER OF REVENUE CONSIDERS PROPER INVESTMENTS FOR THE FUNDS;]

(4) shares of federally chartered savings and loan associa-

-1- HCSSB 315



tions in Alaska, to the extent that the investment is insured by the
federal government or by an agency of the federal government;

(5) deposits with mutual savings banks in Alaska, to the
extent that the investment is insured by the federal governmentor an
agency of the federal government;

(6) deposits with state and national banks in Alaskato the
extent that the investment is insured by the federal governmentor an
agency of the federal government;

[(7) LOANS GUARANTEED BY THE DIVISION OF VETERANS' AFFAIRS
UNDER AS 26.15.040(h);]

(8) (deleted);

(9) the guaranteed portion of Small Business Administration
loans;

(10) first lien real estate mortgages guaranteed by the
federal Veterans Administration;

(11) notes secured by mortgages of commercial or residential
buildings [REAL ESTATE OR OTHER SECURITY] if the mortgages are insured
by a private mortgage insurance corporation which is authorized to do
business in Alaska and has combined capital, surplus and reserves aggre-
gating at least $20,000,000; however,

(A) no mortgage insurance is necessary for commercial
loans having loan-to-value ratios of less than 50 percent and the
minimum coverage of other commercial loans shall be 10 percent for
those having a loan-to-value ratio of 50-60 percent and 15 percent
for.those having a loan-to-value ratio greater than 60 percent but
no more than 75 percent, and

(B) no mortgage insurance is necessary for residential
loans having & loan-to-value ratio of less’than 70 percent and the
minimum coverage of other residential loans shall be 10 percent for

-2 - HCSSB 315



those having a loan-to-value ratio greater than 70 percent but less
than 90 percent and 20 percent for those having a loan-to-value
ratio of 90 percent;

(12) conventional residential mortgages if the originating
financial institution retains at least 25 percent of the mortgage for a
minimum of two years;

(13) notes secured by mortgages of commercial buildings [REAL
ESTATE] if the originating financial institution retains at least 25
percent of the mortgage until maturity;

(14) FHA guaranteed portion of business and industrial loans
made under the Rural Development Act of 1972,

[(15) GUARANTEED PORTION OF LOANS MADE UNDER THE FEDERAL SHIP
FINANCING ACT OF 1972 NO MORE THAN 25 PERCENT OF THE SURPLUS MAY BE
INVESTED IN MORTGAGE SECURITIES OF THE DEPARTMENT OF COMMERCE, AND THE
STATE SHALL APPROPRIATE SUFFICIENT MONEY FROM THE GENERAL FUND TO REIM-
BURSE THE TEACHERS’ RETIREMENT SYSTEM FOR ANY LOSSES'INCURRED AS A
RESULT OF FAILURE OF THE OBLIGORS TO PAY ON THE NOTES. NO MORE THAN
$400,000 OF THE SURPLUS MAY BE INVESTED ANNUALLY IN THE MORTGAGE SECURI-
TIES OF THE DEPARTMENT OF NATURAL RESOURCES, AND THE STATE SHALL APPRO-
PRIATE SUFFICIENT MONEY FROM THE GENERAL FUND TO REIMBURSE THE TEACHERS'
RETIREMENT SYSTEM FOR ANY LOSSES INCURRED AS A RESULT OF FAILURE OF THE
OBLIGORS TO PAY ON THE NOTES;

(16) BONDS, DEBENTURES, NOTES, OR OTHER OBLIGATIONS ISSUED
GUARANTEED, OR ASSUMED AS TO BOTH PRINCIPAL AND INTEREST BY THE GOVERN-
MENT OF THE DOMINION OF CANADA, OR BY ANY PROVINCE OF CANADA, OR BY ANY
MUNICIPALITY OF CANADA WHICH HAS A POPULATION OF NOT LESS THAN 150,000,

IF (A) THE FULL FAITH AND CREDIT OF THE ISSUER, GUARANTOR, OR ASSUMER OF
THE BONDS, DEBENTURES, NOTES, OR OTHER OBLIGATIONS IS PLEDGED FOR THE

PAYMENT OF PRINCIPAL AND INTEREST ON THEM, (B) THE PRINCIPAL AND INTEREST
-3 HCSSB 315



ON THEM IS PAYABLE IN UNITED STATES CURRENCY, EITHER UNCONDITIONALLY OR
AT THE OPTION OF THE HOLDER, AND (C) THESE OBLIGATIONS ARE RATED A OR AN
EQUIVALENT QUALITY BY A NATIONALLY RECOGNIZED RATING ORGANIZATION;]

(17) bankers' acceptances which are eligible for discount at
the Federal Reserve Bank and [NEGOTIABLE TIME] certificates of deposit
issued by United States domestic [COMMERCIAL] banks which are members of
the Federal Deposit Insurance Corporation if a generally recognized
secondary market exists for the certificates of deposit;

(18) obligations of, or obligations insured by or guaranteed
by, the United States or agencies or instrumentalities of the United
States;

(19) obligations secured by reserves paid in by the United
States or agencies or instrumentalities of the United States or obliga-
tions of corporations in which the United States is a shareholder or
member;

(20) corporate debt securities with a minimum rating of "A" or
an equivalent rating by a nationally recognized rating organization;

(21) preferred and common stock of companies which have paid
dividends in each of the three years immediately preceding the invest-
men-t;

(22) commercial paper bearing the highest rating of a nation-
ally recognized rating organization;

(23) securities of foreign governments, foreign governmental
agencies, and foreign corporations the principal, interest or dividends
on which are payable in either United States dollars or foreign curren-
cies; however, investments under this paragraph may not exceed 15 per-

cent'of the total investments of the retirement fund:
(24) foreign time deposits of both United States-owned al

foreign-owned banks and trust companies denominated in either United

-4 - HCSSB 315
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States dollars or foreign currencies; however, investments under this
paragraph may not exceed 25 percent of the total investments of the re-
tirement fund;

(25) gold bullion if it is registered with a nationally re
nized dealer and is certified as to fineness of at least 99.5 percent;
however, investments under this paragraph may not exceed 15 percent of
the total investments of the retirement fund.

* Sec. 2 AS 14.25.180(c) is amended to read:

(c) In making investments the commissioner of revenue shall exer-
cise the judgment and care under the circumstances then prevailing which
an institutional investor [MEN] of ordinary prudence, discretion, and
intelligence exercises [EXERCISE] in the management of large investments
entrusted to it [THEIR OWN AFFAIRS] not in regard to speculation but in
regard to the permanent disposition of [THEIR] funds, considering [THE]
probable safety of capital as well as probable income [THEREFROM AS WELL
AS THE PROBABLE SAFETY OF THEIR CAPITAL]. However, no more than 50
percent of the retirement fund may be invested at any given time in
corporate stocks and debt securities [BONDS], nor may more than five
percent of the voting stock of a [ANY] corporation be owned. Stocks
eligible for purchase are restricted to stocks which, except for bank
stocks and insurance stocks, are listed upon an exchange registered with
the Federal Securities and Exchange Commission,
* Sec. 3. AS 14.25.180(d)(5) is amended to read:
(5) register investments held in the retirement fund in
name of the system;
* Sec. 4. AS 14.25.180(e) is repealed andre-enacted to read:

(e) To qualify as a mortgage which may be purchased under(h)(ll),
(12) or (13) of this section,

(1) the originating financial institution mustcertify that
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the mortgage has heen made in compliance with law and that liens sup-
porting the mortgage have heen perfected,;

(2) the mortgage may not have been held by the original
financial institution for a period greater than 90 days.
Sec. 5. AS 14.25180 is amended by adding new subsections to read:

(1)  The commissioner of revenue may enter into futures contracts
for the sale of investments purchased under (b)of this section only for
the purpose of hedging an existing equivalent ownership position in the
investments.

(h) The commissioner of revenue may transfer at any time a portion
of the assets of the retirement fund to a trust which is qualified under
sec. 401(a) and exempt from taxation under sec. 501(a) of the Internal
Revenue Code of 1954, as amended, and which is maintained as a medium
for pooling a portion of the funds of pension and profit-sharing trusts
for diversifying investments in real estate and interests in real
estate.

(i) ~ The commissioner of revenue may enter into a contractor trust
agreement  necessary to effectuate thetransfer of assets of theretire-
ment fund or to maintain the assets of the retirement fund to be trans-
ferred to a trust under (h) of this section.

Sec. 6. AS 37.10.070 is repealed and re-enacted to read:

Sec. 37.10.070. INVESTMENT OF SURPLUS FUNDS. (a) When the
commissioner of revenue determines that there is in the state treasury a
surplus above an amount sufficient to meet current and projected cash
expenditure needs, the surplus shall be invested at competitive national
market rates unless otherwise provided by law in any of the following:

(1) obligations of, or obligations insured or guaranteed by,
the United States or agencies or instrumentalities of the United States;
(2) obligations secured by reserves paid in by the United
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States or agencies or instrumentalities of the United States or obliga-
tions of corporations in which the United States is a shareholder or
member;

(3) certificates of deposit issued by United States domestic
banks which are members of the Federal Deposit Insurance Corporation for
which a generally recognized secondary market exists or which are
secured fully at all times as to the payment of principal and interest
in accordance with Alaska law;

(4) corporate debt securities with a minimum rating of "Baa"
or the equivalent by a nationally recognized rating organization and the
preferred and common stocks of companies which have paid dividends
continuously for the last three years;

(5) commercial paper bearing the highest rating ofa na-
tionally recognized rating organization;

(6) securities of foreign governments, foreign governmental
agencies, and foreign corporations the principal, interest or dividends
of which are payable in either United States dollars or foreign curren-
cies ;

(7) bankers acceptances drawn onand accepted by banks with a
combined capital and surplus aggregating atleast $200>000,000;

(8) shares of federally chartered savings and loan associa-
tions in Alaska which are fully securedat all times as tothe payment
of principal and interest in accordancewith Alaska law;

(9) savings certificates issued by state-chartered savings
and loan-associations in Alaska which are fully secured at all times as
to thepayment of principal and interest inaccordance with Alaska law;

(10)deposits with mutual savings  banks in Alaska which are
fully secured at all times as to the payment of'principal and interest
in accordance with Alaska law;

-1- HCSSB 315



(11) fixed-term certificates of indebtedness of federally
insured credit unions in Alaska which are fully secured at all times as
to the payment of principal and interest in accordance with Alaska law;

(12) foreign time deposits of both United States-owned and
foreign-owned banks and trust companies denominated in either United
States dollars or foreign currencies;

(b) The maturity date of an investment made under (a) of this
section may not be later than one year after the date of the investment.
(c) In making investments, the commissioner of revenue shall
exercise the judgment and care under the circumstances then prevailing

which an institutional investor of ordinary prudence, discretion, and
intelligence exercises in the management of large investments entrusted
to it not in regard to speculation but in regard to the permanent dispo-
sition of funds, considering probable safety of capital as well as
probable income.

(d) Except as provided in this section, the commissioner of
revenue may

(1) invest and reinvest the principal and income without
distinction between principal and.income;

(2) sell, exchange, convey, transfer, or otherwise dispose of
an investment of the general fund by private contract or at public
auction;

(3) vote upon a stock, bond, or other security; give a
general or special proxy or power of attorney with or without power of
substitution; exercise a conversion privilege, subscription right, or
other option and make payments incidental to it; consent to or partici-

pate in a corporate reorganization or other change affecting corporate
securities, delegate discretionary power, pay an assessment or charge in
connection with the delegation; and generally exercise any of the powers
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of an owner with respect to stocks, bonds, securities, or other invest-
ments held in the general fund;

(A) make, execute, acknowledge, and deliver documents of
transfer and conveyance and instruments necessary or appropriate to
carry out the powers granted;

(5) register investments held in the name of the state;

(6) do all acts whether or not expressly authorized which are
considered necessary or proper for the protection of the investments.

(e) The commissioner of revenue may enter into futures contracts
for the sale of investments purchased under (a) of this section only for
the purpose of hedging an existing equivalent ownership position in
these investments.

(f) The commissioner of revenue may enter into contracts for
services providing investment advice, custody of securities, and execu-
tion of transactions, in or out of Alaska.

Sec. 7. AS 39.35.110(a) is amended to read:

(a) When, in the opinion of the commissioner of administration,
there is on hand in the pension fund a surplus over and above a reason-
ably safe amount to take care of current demands upon the fund, the
surplus, or so much of it as in the judgment of the commissioner of
administration is considered proper, may be invested at competitive
national market rates by the commissioner of revenue in

[(1) BONDS OR OTHER INTEREST-BEARING OBLIGATIONS AND SECURI-
TIES OF THE (A) UNITED STATES OR AN AGENCY OF THE UNITED STATES, (B) A
STATE OF.THE UNITED STATES, OR (C) A POLITICAL SUBDIVISION OF A STATE OF
THE UNITED STATES, IF THE POLITICAL SUBDIVISION HAS A POPULATION AS

-XOM BY THE LAST FEDERAL CENSUS PRECEDING THE INVESTMENT OF NOT LESS
THAN 30,000 INHABITANTS; WITH RESPECT TO POLITICAL SUBDIVISIONS OF THIS

STATE; NO POPULATION LIMITATION APPLIES;
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(2) FIRST LIEN REAL ESTATE MORTGAGE SECURITIES INSURED BY THE
FEDERAL HOUSING ADMINISTRATION UNDER THE NATIONAL HOUSING ACT OF THE
UNITED STATES OR HELD BY THE DIVISION OF VETERANS' AFFAIRS UNDER
AS 26.15, OR LOANS GUARANTEED BY THE DIVISION OF VETERANS' AFFAIRS UNDER
AS 26.15.040(b);

(3) CORPORATION BONDS AND PREFERRED AND COMMON STOCKS AS THE
COMMISSIONER OF REVENUE CONSIDERS PROPER INVESTMENTS FOR THE FUNDS;

(4) FIRST LIEN REAL ESTATE MORTGAGE SECURITIES HELD BY THE
DEPARTMENT OF NATURAL RESOURCES UNDER AS 03.10;]

(5) shares of federally chartered savings and loan associa-
tions in Alaska, to the extent that the [SUCH] investment is insured by
the federal government or an agency of the federal government [THEREOF];

(6) deposits with mutual savings banks in Alaska, to the
extent that the [SUCH] investment is insured by the federal government
or an agency of the federal government [THEREOF];

(7) deposits with state and national banks in Alaska to the
extent that the investment is insured by the federal government or an
agency of the federal government;

(8) [MUTUAL FUNDS;]

(9) the guaranteed portion of Small Business Administration
loans;

(10) first lien real estate mortgages guaranteed by the
federal Veterans Administration;

(11) notes secured by mortgages of commercial or residential
buildings [REAL ESTATE OR OTHER SECURITY] if the mortgages are insured
by a private mortgage insurance corporation which is authorized to do

‘business in Alaska and has combined capital, surplus and reserves aggre-
gating at least $20,000,000; however,

(A) no mortgage insurance is necessary for commercial
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loans having loan-to-value ratios of less than 50 percent and the
minimum coverage of other commercial loans shall be 10 percent for
those having a loan-to-value ratio of 50-60 per cent and 15 percent
for those having a loan-to-value ratio greater than 60 percent but
no more than 75 percent, and

(B) no mortgage insurance is necessary for residel
loans having a loan-to-value ratio of less than 70 percent and the
minimum coverage of other residential loans shall be 10 percent- for
those having a loan-to-value ratio greater than 70 percent but less
than 90 percent and 20 percent for those having a loan-to-value
ratio of 90 percent;

(12) conventional residential mortgages if the originating
financial institution retains at least 25 percent of the mortgage for a
minimum of two years;

(13) notes secured by mortgages of commercial buildings [REAL
ESTATE] if the originating financial institution retains at least 25
percent of the mortgage until maturity;

(14) FHA guaranteed portion of business and industrial loans
made under the Rural Development Act of 1972

[(15) GUARANTEED PORTION OF LOANS MADE UNDER THE FEDERAL SHIP
FINANCING ACT OF 1972

(16) BONDS, DEBENTURES, NOTES, OR OTHER OBLIGATIONS ISSUE
GUARANTEED, OR ASSUMED AS TO BOTH PRINCIPAL AND INTEREST BY THE GOVERN-
MENT OF THE DOMINION OF CANADA, CR BY ANY PROVINCE OF CANADA, OR BY ANY
MUNICIPALITY OF CANADA WHICH HAS A POPULATION OF .NOT LESS THAN 150,000,
IF (A) THE FULL FAITH AND CREDIT OF THE ISSUER, GUARANTOR, OR ASSUMER OF

THU BONDS, DEBENTURES, NOTES, OR OTHER OBLIGATIONS IS PLEDGED FOR THE
PAYMENT OF PRINCIPAL AND INTEREST ON THEM, (B) THE PRINCIPAL AND INTEREST

ON THEM IS PAYABLE IN UNITED STATES CURRENCY, EITHER UNCONDITIONALLY OR
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AT THE OPTION OF THE HOLDER, AND (C) THESE OBLIGATIONS ARE RATED A OR AN
EQUIVALENT QUALITY BY A NATIONALLY RECOGNIZED RATING ORGANIZATION;.]

(17) bankers" acceptances which are eligible for discount at
the Federal Reserve Bank and [NEGOTIABLE TIME] certificates of deposit
issued by United States domestic [COMMERCIAL] banks which are members of
the Federal Deposit Insurance Corporation if a generally recognized
secondary market exists for the certificates of deposit;

(18) obligations of, or obligations insured by or guaranteed
by, the United States or agencies or instrumentalities of the United
States;

(19) obligations secured by reserves paid in by the United
States or agencies or instrumentalities of the United States or obliga-
tions of corporations in which the United States is a shareholder or
member;

(20) corporate debt securities with a minimum rating of "A" or
an equivalent rating by a nationally recognized rating organization;

(21) preferred and common stock of companies which have paid
dividends in each of the three years immediately preceding the invest-
ment ;

(22) commercial paper bearing the highest rating of a nation-
ally recognized rating organization;

(23) securities of foreign governments, foreign governmental
agencies, and foreign corporations the principal, interest or dividends
on which are payable in either United States dollars or foreign curren-
cies; however, investments under this paragraph may not exceed 15 per-
cent of the total investments of the pension fund;

(24) foreign time deposits of both United States-owned and
foreign-owned banks.and trust companies denominated in either United

States dollars or foreign currencies; however, investments under this
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paragraph may not exceed 25 percent of the total investments of the pen-
sion fund;

(25) gold bullion if it Is registered with a nationally
nized dealer and is certified as to fineness of at least 99.5 percent;
however, investments under this paragraph may not exceed 15 percent of
the total investments of the pension fund.

Sec. 8 AS 39.35.110(c) is amended to read:

() In making investments the commissioner of revenue shall ex
cise the judgment and care under the circumstances then prevailing which
an institutional investor [A MAN] of ordiiiary prudence, discretion, and
intelligence exercises in the management of large investments entrusted
to it [HIS OAN AFFAIRS] not in regard to speculation but in regard to
the permanent disposition of [HIS] funds, considering [THE] probable
safety of capital as well as probable income [FROM THEM AS WELL AS THE
PROBABLE SAFETY OF HIS CAPITAL]. However, no more than 50 percent of

o the pension fund may be invested at a given time in [MUTUAL FUNDS AND]
corporate stocks and debt securities [BONDS], nor may [ANY] more than
five percent of the voting stock of one corporation be owned. Stocks
eligible for purchase are restricted to stocks which, except for bank
stocks and [,] insurance stocks [, AND SHARES IN MUTUAL FUNDS], are
listed upon an exchange registered with the Federal Securities and
Exchange Commission.

* Sec. 9. AS 39.35.110(e) is repealed and re-enacted to read:

(e) To qualify as a mortgage which may be purchased under (a)(11),
(12), or*(13) of this section,

(1) the originating financial institution must certify that

the mortgage being sold has been made in compliance with law and that
liens supporting the mortgage have been perfected;

(2) the mortgage may not have been held by the originating
-13- HCSSB 315



"L financial institution for a period greater than 90 days.

2 . Sec. 10 AS 39.35.110 is amended by adding new subsections to read:

3 (h) The commissioner of revenue may enter into futures contracts
4 for the sale of investments purchased under (a) of this section only for
5 the purpose of hedging an existing equivalent ownership position in the
6 investments.

7 (i) The commissioner of revenue may transfer at any time a portion
8 of the assets of the retirement fund to a trust which is qualified under
9 sec. 401(a) and exempt from taxation under sec. 501(a) of the Internal
D Revenue Code of 1954, as amended, and which is maintained as a medium
n for pooling a portion of the funds of pension and profit sharing trusts
7 for diversifying investments in real estate and interests in real es-

13 fate.

14 () The commissioner of revenue may enter into a contract or trust
15 agreement necessary to effectuate the transfer of assets of the pension
16 fund or to maintain the assets of the pension fund to be transferred to
17 a trust under (i) of this section.

8 * Sec. 11 AS 03.10.054; AS 16.10.330, 16.10.550; AS 26.15.070(h);

S 44.33.270(b), 44.33.370(b); AS 44.47.350(b); AS 45.88.040(b); AS 45.90.-
D 140(h); and AS 45.95.020(b) are repealed.

2 * Sec.12 AS 39.35.110(b) and (g) are repealed.

2 * Sec.13 Section 11 of this Act takes effect July 1, 1980.

22+ Sec.14. Sections 1 - 10, 13 and 14 of this Act take effect immedi-

24 ttely in accordance with AS 01.10.070(c).

25

1

©

26
27

23

L)
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Original sponsor: Rules/Governor

1 IN THE SENATE BY THE FINANCE COMMITTEE

2 HOUSE CS FOR SENATE BILL NO. 315

, y IN THE LEGISLATURE OF THE STATE OF ALASKA

. ELEVENTH LEGISLATURE - SECOND SESSION

; A BILL

6 For an Act entitled: "An Act relating to the investment of state funds; and

, providing for an effective date."

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

* Section 1. AS 14.25.180(h) is amended to read:

(b) When, in the opinion of the commissioner of administration,

there is on hand in the retirement fund a surplus over and above a
reasonably safe amount to take care of current demands upon the fund,
the surplus or so much of it as in the judgment of the commissioner of
administration is considered proper may be invested at competitive na-
tional market rates by the commissioner of revenue in

y [(1) BONDS OR OTHER INTEREST-BEARING OBLIGATIONS AND SECURITIES

OF THE UNITED STATES OR AN AGENCY OF THE UNITED STATES, A STATE OF THL

UNITED STATES, OR A POLITICAL SUBDIVISION OF ANY STATE OF THE UNITED

STATES, IF THE POLITICAL SUBDIVISION HAS A POPULATION AS SHOWN BY THE

o AST FEDERAL CENSUS PRECEDING THE INVESTMENT OF NO LESS THAN 30,000

R R B ©

D
2 INHABITANTS, EXCEPT NO POPULATION LIMITATION APPLIES TO A POLITICAL
» SUBDIVISION OF THIS STATE;

(2) FIRST LIEN REAL ESTATE MORTGAGE SECURITIES INSURED BY THE
FEDERAL HOUSING ADMINISTRATION UNDER THE NATIONAL HOUSING ACT OF THE
UNITED STATES, OR HELD BY THE DEPARTMENT OF COMMERCE, OR THE DEPARTMENT
OF NATURAL RESOURCES;

(3) CORPORATION BONDS, AND PREFERRED AND COMMON STOCKS AS THE

o COMMISSIONER OF REVENUE CONSIDERS PROPER INVESTMENTS FOR THE FUNDS:]-
~4) shares of federally chartered savings and loan associa-
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tions in Alaska, to the extent that the investment is insured by the
federal government or by an agency of the federal government;

A (5) deposits with mutual savings banks in Alaska, to the
extent that the investment is insured by the federal government or an
agency of the federal government;

(6) deposits with state and national banks in Alaska t
extent that the investment is insured by the federal government or an
agency of the federal government;

[(7) LOANS GUARANTEED BY THE DIVISION OF VETERANS' AFFAIRS
UNDER AS 26.15.040(h);]

(8) (deleted);

(9) the guaranteed portion of Small Business Administration
loans;

(10) first lien real estate mortgages guaranteed by the
federal Veterans Administration;

(11) notes secured by mortgages of commercial or residential
buildings [REAL ESTATE OR OTHER SECURITY] if the mortgages are insured
by a private mortgage insurance corporation which is authorized to do
business in Alaska and has combined capital, surplus and reserves aggre-
gating at least $20,000,000; however,

(A) no mortgage insurance is necessary for commercial
loans having loan-to-value ratios of less than 50 percent and the
minimum coverage of other commercial loans shall be 10 percent for
those having.a loan-to-value ratio of 50-60 percent and 15 percent
for those having a loan-to-value ratio greater than 60 percent but
no more than 75 percent, and

(B) no mortgage insurance is necessary for residential
loans having a loan-to-value ratio of less than 70 percent and the

minimum coverage of other residential loans shall be 10 percent for
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those having a loan-to-value ratio greater than 70 percent but less
than 90 percent and 20 percent for those having a loan-to-value
n ratio of 90 percent;
(12) conventional residential mortgages if the originating
financial institution retains at least 25 percent of the mortgage for a
minimum of two years;
(13) notes secured by mortgages of commercial buildings [REAL
ESTATE] if the originating financial 1institution retains at least 25
percent of the mortgage until maturity;
(14) FHA guaranteed portion of business and industrial loans
made under the Rural Development Act of 1972;

[(15) GUARANTEED PORTION OF LOANS MADE UNDER THE FEDERAL SHIP
FINANCING ACT OF 1972. NO MORE THAN 25 PERCENT OF THE SURPLUS MAY* BE
INVESTED IN MORTGAGE SECURITIES OF THE DEPARTMENT OF COMMERCE, AND THE
STATE SHALL APPROPRIATE SUFFICIENT MONEY FROM THE GENERAL FUND TO REIM-—
BURSE THE TEACHERS®™ RETIREMENT SYSTEM FuR ANY LOSSES"INCURRED AS A
RESULT OF FAILURE OF THE OBLIGORS TO PAY ON THE NOTES. NO MORE THAN
$400,000 OF THE SURPLUS MAY BE INVESTED ANNUALLY IN THE MORTGAGE SECURI —
TIES OF THE DEPARTMENT OF NATURAL RESOURCES, AND THE STATE SHALL APPRO—
PRIATE SUFFICIENT MONEY FROM THE GENERAL FUND TO REIMBURSE THE TEACHERS".
RETIREMENT SYSTEM FOR ANY LOSSES INCURRED AS A RESULT OF FAILURE OF THE

OBLIGORS TO PAY ON THE NOTES;

(16) BONDS, DEBENTURES, NOTES, OR OTHER OBLIGATIONS ISSUE

GUARANTEED, OR ASSUMED AS TO EOTH PRINCIPAL AND INTEREST BY THE GOVERN-—
MENT OF THE DOMINION OF CANADA, OR BY ANY PROVINCE OF CANADA, OR BY ANY
MUNICIPALITY OF CANADA WHICH HAS A POPULATION OF NOT LESS THAN 150,000,

IF (A) THE FULL FAITH AND CREDIT OF THE ISSUER, GUARANTOR, OR ASSUMER OF
THE BONDS, DEBENTURES, NOTES, OR OTHER OBLIGATIONS IS PLEDGED FOR THE®

PAYMENT OF*PRINCIPAL AND INTEREST ON THEM, (B) THE PRINCIPAL AND INTEREST
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ON THEM IS PAYABLE IN UNITED STATES CURRENCY, EITHER UNCONDITIONALLY OR
AT THE OPTION OF THE HOLDER, AND (C) THESE OBLIGATIONS ARE RATED A OR AN
EQUIVALENT QUALITY BY A NATIONALLY RECOGNIZED RATING ORGANIZATION;]

(17) bankers®™ acceptances which are eligible for discount at
the Federal Reserve Bank and [NEGOTIABLE TIME) certificates of deposit
issued by United States domestic [COMMERCIAL] banks which are members of
the Federal Deposit Insurance Corporation if a generally recognized
secondary market exists for the certificates of deposit;

(18) obligations of, or obligations insured by or guaranteed
by, the United States or agencies or instrumentalities of the United
States;

(19) obligations secured by reserves paid in by the United
States or agencies or instrumentalities of the United States or obliga—
tions of corporations in which the United States 1is a shareholder or
member ;

(20) corporate debt securities with a minimum rating of "A" or
an equivalent rating by a nationally recognized rating organization;

(21) preferred and common stock of companies which have paid
dividends 1in each of the three years immediately preceding the invest—
ment ;

(22) commercial paper bearing the highest rating of a nation—
ally recognized rating organization;

(23) securities of foreign governments, foreign governmental
agencies, and foreign corporations the principal, interest or dividends
on which are payable in either United States dollars or foreign curren—
cies; however, 1investments under this paragraph may not exceed 15 per—

cent of the total investments of the retirement fund;
(24) foreign time deposits of both United States-owned and e

foreign-owned banks and trust companies denominated 1in either United
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States dollars or foreign currencies; however, investments under this
paragraph may not exceed 25 percent of the total investments of the re—
tirement fund;
! (25) gold bullion if it is registered with a nationally r
nized dealer and is certified as to fineness of at least 99.5 percent;
however, investments under this paragraph may not exceed 15 percent of
the total investments of the retirement fund.
Sec. 2. AS 14.25.180(c) 1is amended to read:

(©) In making investments the commissioner of revenue shall exer-
cise the judgment and care under the circumstances then prevailing which
an institutional investor [MEN] of ordinary prudence, discretion, and
intelligence exercises [EXERCISE] in the management of large investments
entrusted to it [THEIR OWN AFFAIRS] not in regard to speculation but in
regard to the permanent disposition of [THEIR] funds, considering [THE]
probable safety of capital as well as probable income [THEREFROM AS WELL
AS THE PROBABLE SAFETY OF THEIR CAPITAL]. However, no more than 50
percent of the retirement fund may be invested at any given time in
corporate stocks and debt securities [BONDS], nor may more than five
percent of the. voting stock of a [ANY] corporation be owned. Stocks
eligible for purchase are restricted to stocks which, except for bank
stocks and insurance stocks, are listed upon an exchange registered with
the Federal Securities and Exchange Commission.
Sec. 3. AS 14.25.180(d)(5) is amended to read:

(5) register investments held in the retirement fund in

name of the system;
Sec. 4. AS 14.25.180(e) 1is repealed and re-enacted to read:

(e) To qualify as a mortgage which may be purchased under(b) (11),
(12) or (13) of this section,

(1) the originating financial institution must certify that
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the mortgage has been made in compliance with law and that liens sup—

2 porting the mortgage have been perfected;
3 n (2) the mortgage may not have been held by the originating
4 financial institution for a period greater than 90 days.
5 * Sec. 5. AS 14.25.180 is amended by adding new subsections to read:
6 (@ The commissioner of revenue may enter into futures contracts
7 for the sale of investments purchased under (b) of this section only for
8 the purpose of hedging an existing equivalent ownership position in the
9 investments.
1= (h) The commissioner of revenue may transfer at any time a portion
n of the assets of the retirement fund to a trust which is qualified under
12 sec. 401(a) and exempt from taxation under sec. 501(a) of the Internal
13 Revenue Code of 1954, as amended, and which is maintained as a medium
14 for pooling a portion of the funds of pension and profit-sharing trusts
15 for diversifying investments in real estate and interests in real
16 estate.
17 (i) The commissioner of revenue may enter into a contract or trust
18 agreement necessary to effectuate the transfer of assets of the retire—

ment fund or to maintain the assets of the retirement fund to be trans—
20 ferred to a trust under (h) of this section.
pal * Sec. 6. AS 37.10.070 1is repealed and re-enacted to read:

Sec. 37.10.070. INVESTMENT OF SURPLUS FUNDS. (a) (Then the

23 commissioner of revenue determines that there is in the state treasury a
2 surplus above an amount sufficient to meet current and projected cash
o5 exp v re needs, the surplus shall be invested at competitive national
% mar r rates unless otherwise provided by law in any of the following:
97 ¢D) obligations of, or obligations insured or guarante
2% the United States or agencies or instrumentalities of the United States;
. ,2.) obligations secured by reserves "paid in by the United
ij
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States or agencies or instrumentalities of the United States or obliga—
tions of corporations in which the United States 1is a shareholder or
"member;

(3) certificates of deposit issued by United States domestic
banks which are members of the Federal Deposit Insurance Corporation for
which a generally recognized secondary market exists or which are
secured fully at all times as to the payment of principal and interest
in accordance with Alaska law;

(4) corporate debt securities with a minimum rating of "Baa"
or the equivalent by a nationally recognized rating organization and the
preferred and common stocks of companies which have paid dividends
continuously for the last three years;

(5) commercial paper bearing the highest ratingof a na-—
tionally recognized rating organization;

(6) securities of foreign governments, Tforeign governmental
agencies, and foreign corporations the principal, interest or dividends
of which are payable in either United States dollars or foreign curren—
cies ;

(7) Dbankers acceptances drawn on and accepted by banks with a
combined capital and surplus aggregating atleast $200,000,000;

(8) shares of federally chartered savings and loan associa—
tions in Alaska which are Tfully secured at all times as tothe payment
of principal and interest in accordancewith Alaska law;

(9) savings certificates 1issued by state-chartered savings
and loan associations in Alaska which are fully secured at all times as
to thepayment of principal and interest inaccordance with Alaska law;

(10)deposits with mutual savings banks in Alaska which are

fully secured at all times as to the payment of principal and interest

in accordance with Alaska law;
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