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T H E  LEGISLATURE O F  T H E  STATE O F  A L A S K A

E L E V E N T H  LEGISLATURE

FISCAL N O T E

I. * R E Q U E S T  - „ .
Bill/Resolution No Senate Bill 313 am
Title Exempting Property of Air and Motor t-reignt t a m ers Regulated by Alaska"

Requested by_ Transportation lommission 
From the ui I & Gas property lax

II. FISCAL DETAIL 
Agency Affected
Program Category Affected

Department of Revenue 
Gtnierdl Government-

Petroleum Revenue"BRU, Program, or Subprogram(s) Affected,____
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)

E X P E N D I T U R E S  (Thousands of Dollars)

F Y  80 .FY81 F Y  82 F Y  83 F Y  84 F Y  85

100 P E R S O N A L  SERVICES -0- -0- -0- -0- -0- _ -n-

200 T R A V E L -0- -0- -0- -0- -Cl, _ -0-

300 C O N T R A C T U A L -0- -0- -0- -0- -0- -0-
400 C O M M O D I T I E S -0- -0- -0- -0- .. -Q- . -n- .
500 E Q U I P M E N T -0- -0- -0- -0- -0- -0-
600 A N D  &  S T R U C T U R E S -0- -0- -0- -0-. . .. -Q- -n-
700 GRANTS. CLAIMS. ETC. -0- -0- -0- -0- ... . -0- -0-

T O T A L  -0- -0- -0- -0- -0- -0-

F U N  DIN G (Thousands of Dol 

G E N E R A L  F U N D

lars)

-0- -0- -0- -0- -0- -0-
F E D E R A L  F U N D S -0- -0- -0- -0- -0- -0-
O T H E R  (Suecifv Fund Source) -0- -0- -0- -0- -0- -0-

POSITIONS 

F U L L  TIME -0- -0- -0- -0- -0- -0-
P A R T  TIME -U- -0- -0- -0- -0- -0- [j
T E M P O R A R Y -U- -0- -0- -0- -0- -0-

C L  A N A LYSIS (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.QQQ would be exempted. Three factors produce the wide 
raTRjruiesti mated 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)

IV. D A T E &

Original: Legislative Finance
cc: Budget .and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)

P R E P A R E D  B Y
A G E N C Y  _____
P H O N E  _______

aert M. Johnsoi 
Department of Revenue

7 7 S T 3 & 3 '
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P a g e  2 ( S e n a t e  B i l l  3 1 3  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 $321,520 (2 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.
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Wu« AIR ALASKA,INC.

F e b r u a r y  27, 1980

M r . R i c k  U r i o n  
P. O. B o x  868 
Juneau, A l a s k a  99802

D e a r  Mr. Urion:

T h a n k  y o u  for y o u r  p h o n e  call of F e b r u a r y  19 r e g a r d i n g  S.B. 313 am 
(property tax a m e n d m e n t ) .

A f t e r  c o n s i d e r i n g  the m a t t e r  f u r t h e r  I s u g g e s t  the f o l l o w i n g  two 
points:

1. T h e  l a n g u a g e  w e  d i s c u s s e d  s h o u l d  be " r e g u l a t e d  by the A l a s k a  
T r a n s p o r t a t i o n  C o m m i s s i o n  or s u b j e c t  to P u b l i c  L a w  95-504, the 
A i r l i n e  D e r e g u l a t i o n  A c t  of 1978."

2, I c o n t i n u e  to b e l i e v e  th at "vehicula r" s hould be r e p l a c e d  w i t h  
the w o r d  " t r a n s p o rtation."

I a m  e n c l o s i n g  a c o p y  of m y  J a n u a r y  29 m e m o  for y o u r  e a s y  .reference. 

V e r y  t r u l y  yours,

W I E N  A I R  ALASKA, INC.

A t t o r n e y

E n c l o s u r e

cc: J. F l o o d
D. M a l o n e y  
M. M c K i n n o n

4100 W .  Internationol Airport Rood, Anchorage, Alaska 99502/Phone (P07) 243-2400
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Introduced: 1/14/80
Referred: F i n ance

IN T H E  SENATE BY SACKETT

SENATE BIL L  NO. 313 am 

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

E L E V E N T H  L E G I S L A T U R E  - S ECOND S E S SION 

A  BILL

For a n  A ct entitled: "An A c t  e x e m p t i n g  p r o p e r t y  of a i r  and m o t o r  freight

carriers r e g u l a t e d  b y  the A l a s k a  T r a n s p o r t a t i o n  

C o m m i s s i o n  f r o m  the oil a nd gas exploration, p r o d u c t i o n  

and p i p e l i n e  t r a n s p o r t a t i o n  p r o p e r t y  tax; and p r o v i d i n g  

for an effective date."

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

* S e c t i o n  1. AS 43.56.210(6) is a m e n d e d  to read:

(6) "tax a b l e  property"

(A) me a n s  real a nd t a n g i b l e  pers o n a l  p r o p e r t y  u s e d  o r  

committed b y  contract or other a g r e e m e n t  for use w i t h i n  this state 

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

porta t i o n  of gas or u n r e f i n e d  oil (except for p r o p e r t y  u s e d  s o l e l y  

for the r etail d i s t r i b u t i o n  or l i q u e f a c t i o n  of n a t u r a l  g a s ) , or in 

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

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

oil, including machinery, appliances, supplies, equipment, dril l i n g  

rigs, w e l l s  (whether p r o d u c i n g  or not), g a t h e r i n g  lines a nd t r a n s­

mis s i o n  lines, p u m ping stations, co m p r e s s o r  stations, power plants, 

topping plants, p r o c e s s i n g  units, roads, tank farms, tanker 

terminals, docks and ot h e r  port facilities, air strips and c o m m u n i­

cation equipment and facilities, m a i n t e n a n c e  equi p m e n t  and f a c i l i­

ties, and m a i n t e n a n c e  camps and other related facilities;

(B) ["TAXABLE PROPERTY"] does n o t  include per m a n e n t  

residences, o ffice b u ildings r e q u i r i n g  s u b s t a n t i a l  local go v e r n m e n t

-1- SB 313 a m
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services, [OR] oil and gas p i p e l i n e  systems o w n e d  a nd oper a t e d  b y  a 

c e r t i f i c a t e d  p u b l i c  u t i l i t y  r e g u l a t e d  b y  the A l a s k a  P u b l i c  U t i l i­

ties C o m m i s s i o n , or v e h i c u l a r  p r o p e r t y  o w n e d  or leased b y  air 

carriers and m o t o r  freight carriers r e g u l a t e d  b y  the A l a s k a  T r a n s­

po r t a t i o n  C o m m i s s i o n ;

*  Sec. 2. Thi s  A c t  takes effect J a n u a r y  1, 1981.

-2- SB 313 am
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BgG'uco of the signifieanco-of dil and gas related activities 

-thf
economy,^it is inevitable that general purpose transportation equipment (trucks, 

barges, aircraft, etc.) operated by independent carriers will be 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
ifront the tax.

Taxes levied on oil and gas related properties should be ultimately paid by

the consumers of oil and gas products. The producers of these products are

the only parties that can effectively allocate these taxes to the consumers. It

follows, therefore, that the assessment 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.

A G O  7 8 7 3 2 7  4_
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A M E N D M E N T

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

To: __________________________ S E N A T E  B I L L  No. _ j i r L

H O U S E  B I L L  No. ________

P a g e ;  I   Line;

I nsert "vehicula r" b e t w e e n  "or" and "property"

PAGE: 2 LINE: 3

Insert "or leased" b e t w e e n  "owned"  and "by"
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Introduced: 1/14/80
Referred: Finance

IN THE SENATE BY SACKETT

SENATE BILL NO. 313 

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

ELEVENTH L E G I S L A T U R E  - SECOND SESSION 

A  BILL

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

carriers regulated by the Alaska T r a n s p ortation 

C o m m i s s i o n  fr o m  the oil and gas exploration, production 

and pipeline t ransportation property tax; and providing 

for an effective date."

BE IT ENACTED BY T HE L E G I S L A T U R E  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 or 

committed by contract or other agreement for use w ithin this state 

p r i m a r i l y  in the e xploration for, pr o d u c t i o n  of, or pipeline trans-

p o r tation of gas or unrefined oil (except for property used solely 

for the retail distri b u t i o n  or liquefaction of natural gas), or in 

the operation or m aintenance of facilities used in the exploration 

for, p r o d u c t i o n  of, or pipeline transportation of gas or unrefined 

oil, including machinery, appliances, supplies, equipment, drilling 

rigs, wells (whether producing or not), gat h e r i n g  lines and trans- 

- ’.s8 ion lines, pumping stations, compressor stations, power plants, 

topping plants, p r o c essing units, roads, tank farms, tanker 

terminals, docks and other port facilities, air strips and c o m m u n i­

cation e q uipment and facilities, m a i n t e n a n c e  equipment and f a c i l i­

ties, and m a i n t e n a n c e  camps and other related facilities;

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

residences, office buildings requiring substantial local government

-1- SB 313
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RECORDS 
~  CERTIF ICATION

I, the undersigned, an employee o f the State o f Alaska, do hereby certify 

that the m icrofilm  images on this m icroform  are accurate reproductions 

o f  the original records o f the State o f Alaska as accumulated during the 

regular course o f business, and that it is the established policy and practice 

o f this State to m icrofilm  its records and to dispose o f the original records 

after m icrofilm  reproductions have been made.

(J  Signature o f Camera Operator
S h s h n

Date
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COMMITTEE REPORT 
HOUSE

F U R T H E R :

Date: (f) CjT_ ^  I . t _ j
Mr. Speaker:

The Committee on FIN ANCE ^as ^ acj SB 313 am

" An A c t  exem pting p r o perty of air and m o t o r  freight carriers r e g u l a t e d  
b y  the A l a s k a  T r a n s p o r t a t i o n  C o m m i s s i o n  from the oil and gas e x p l o r a­
tion, p r o d u c t i o n  and p i p eline t r a n s p o r t a t i o n  p r o p e r t y  tax; and 
p r o v i d i n g  for an effective d a t e .”

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

[ ] do pass [ ] do not pass

[ ] do pass with,at tached a m e n d m e n t s (s )
^  y i O  [ ] same title

[ X I  replace with^CS for- O O  D  I ^ ____________________ J>< ) new title-r

and recommends --1'( ■,n-| i-j tilO p C i

[ ] AND attaches a "Letter of Intent" [ X ] New Fiscal Note

[ ] reports it back without recommendation

[ ] referred to the _____________________________________________ Committee

MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:

f

u j ________________
7\ 7) / \S jt _■V  .

•y
y A , - . . . _____________________  y y  • ~  -■  * .

j

—
■ f

''■ zy/jjcz/'i_____________________________________  t;

‘   ______________________________________

- X  U
v'3 _______________________________

H 6 0  ( R e v .  1 2 / 7 8 )
C H A I R M A N

A G O  7 8 7 3 3 0 -V
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W O # 7649 
Ch e n o w e t h

W O R K  DRAFT PAPER

O riginal sponsor: Sackett

IN T H E  S ENA TE BY THE FINANCE COMMITTEE

H O U S E  CS FOR SENATE BILL NO. 313 

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

E L E V E N T H  L E G I S L A T U R E  - S ECOND  SESSION

A BILL

For an Act entitled: "An Act e x e m pt ing c e r ta in a i r cr aft and motor vehicles

f r o m  the oil and gas exploration, p r o d u c t i o n  and p i p e­

line t r a n s p o r t a t i o n  p r o p e r t y  tax, and p r o v i d i n g  for the 

r e t u r n  of taxes colle c t e d  on a i r cra ft and motor vehicles 

exempted by this Act; and p r o v i d i n g  for an effective- 

date."

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

* S e c t i o n  1. AS 43.56.210(6) is amended to read:

(6) "taxable p r o p e r t y "

(A) means real and ta ngible p ersonal p r o p e r t y  used or 

committed by contract or other agre e m e n t  for use w i t h i n  this state 

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

por t a t i o n  of gas or u n r e f i n e d  oil (except for p r o p e r t y  used solely 

for the retail d i s t r i b u t i o n  or lique f a c t i o n  of natural gas), or in 

the o p e r a t i o n  or m a i n t e n a n c e  of facilities  used in the e x p l o r a t i o n  

for, p r o d u c t i o n  of, or pipel i n e  t r a n s p o r t a t i o n  of gas or unrefined  

o i l ; "taxable p r o p e r t y "  includes [, INCLUDING]

(i) machinery, appliances, supplies, and e q u i p m e n t ^

[ J

(ii) d r i lling rigs, wells (whether p r o d u c i n g  or 

not), g a t h ering lines and t r a n s m i s s i o n  lines, p u mping stations, 

c ompre s s o r  stations, power plants, topping plants, and p r o­

cessing  unitsj^ [,]

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

-1- HCSSB 313
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W O R K  D R A F T  P A P E R W O R K  D R A F T  P A P E R W O R K  D R A F T  P A P E R

o ther  po r t  f a c i l i t i e s ,  a i r  s t r i p s  and communicat ion equipment
and f a c i l i t i e s ;  [ ,]

( iv )  a i r c r a f t  and motor v e h i c l e s  owned by a person 
whose p r i n c i p a l  bus iness i n  the s ta te  i s  the e x p lo r a t i o n  f o r ,  
p ro d u c t io n  o f ,  or p i p e l i n e  t r a n s p o r t a t io n  of gas or u n re f in ed  
o i l  and whose ope ra t io n  of the a i r c r a f t  or motor v e h i c l e  
d i r e c t l y  r e l a t e s  to the conduct of tha t  bus iness ;  and

(v) ma intenance equipment and f a c i l i t i e s ,  and 
ma in tenance camps and o ther r e l a t e d  f a c i l i t i e s ;

(B) ["TAXABLE PROPERTY"] does not i n c l u d e
( i) permanent res idencesj_ [ ,]

( i i )  o f f i c e  b u i l d i n g s  r e q u i r i n g  s u b s t a n t i a l  l o c a l  
government serv ices j_ [, OR]

(i i i )  o i l  and gas p i p e l i n e  systems owned and operated 
by a c e r t i f i c a t e d  p u b l i c  u t i l i t y  r eg u la te d  by the Alaska 
P u b l i c  U t i l i t i e s  Commission; and

( iv )  a i r c r a f t  and motor v e h i c l e s ,  except a i r c r a f t  
and motor v e h i c l e s  taxab le  under (A)(iv) of t h i s  paragraph;

* Sec. 2. (a) The commissioner of revenue s h a l l  p rov ide  the commissioner
of a dm in i s t r a t i o n  the. names of taxpayers who pa id  to the s ta te  a f t e r  
December 31, 1973, a tax l e v i e d  on a i r c r a f t  or motor v e h i c l e s  wh ich are 
exempt from ta x a t io n  under AS 43.56.210(.6), as amended by sec . 1 of t h i s  Act, 
and the amount of the taxes pa id  on the a i r c r a f t  or motor v e h i c l e .

(b) The commissioner of a dm in i s t r a t i o n  s h a l l  prompt ly pay each taxpayer 
the amount determ ined by the commissioner o f revenue under (a) of t h i s  sec­

t i o n .
* Sec. 3. S e c t io n  1 of t h i s  Act i s  r e t r o a c t i v e  to January 1, 1974.
* Sec. 4. Th is  Act takes e f f e c t  immed ia te ly  i n  accordance with' AS 01.10.- 

070(c).
' * ' -2- HCSSB 313 AGO 787332
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F I S C A L  N  O T P .

I. REQUEST 
Bill/Kesoluiion No RCbbu
Title Exemp t i n g  C e r t a i n  V e h i c u l a r  P roperty  from AS 43.56 
Requested by______________________________  Date.

II. FISCAL DETAIL n
Agency Affected Revenue
Program Category Affected Genera l Government
BRU, Program, or Subprogram(s) Affected Petro leum Revenue____________________
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

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

FY.S0 F Y  81 F Y  82 F Y  83 F Y  84 FY 85
100 PERSON AT. SERVICES -0- -0- -0- -n- -0- -0- .
?00 TRAVEL -n_ -n-___ -0- -- -0- - 0- ■ - -0
300 CONTRACTUAL -0- -0- ..-Or. _ -n- -0- -n- .
400 COMMODITIES -0- -0- -0- -0- -0- • -o-
500 EQUIPMENT -0- -0- -n- - 0.-. -0- .. . _ : - 0 -
600 LAND & STRUCTURES -0- -0- -0- ... _o -0- - -0-
700 GRANTS. CLAIMS. ETC. 1.054 -0- -0- -n- ■ -0- -n-•

TOTAL

FUNDING (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS 

FULL TIME

[479]

-0-

[330]

-0-

[360]

-0-

[390]

-0-

[420]

-0-

[450]

-0-
PART TIME -0- -0- -0- • -O- -0- . .. -n-
TEMPORARY • -0- -0- -0- -0- -0- -n-

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III) The p r o s p e c t i v e  e f f e c t  o f  
t h i s  b i l l  wou ld  be a r e d u c t i o n  i n  AS 43.56 tax  r e c e i p t s  to  the S ta te  from 
$330,000 i n  1981 to $450,000 i n  1985 (trended from the 1980 assessment r o l l )  
assuming th a t  the S ta te  ne ts  about 60% o f  the 20 m i l l  tax l e v i e d  on the covered 
p rope r ty .  The remai. ider- (40%) would o r d i n a r i l y  pass to a m u n i c i p a l i t y  b u t  i t  i s
very  u n c e r t a i n  t h a t  the m u n i c i p a l i t i e s  wou ld  i n  f a c t  be a b l e  to assess and tax
movable p rop e r ty  o f  the  type p r im a r i l y  addressed by t h i s  b i l l .  C o n s equ en t ly  the 
m u n i c i p a l i t i e s  m ig h t  a l s o  lo s e  tax revenue . •

* . .< •

I n  a d d i t i o n ,  t h e _S ta te  wou ld have to re fund  a t  l e a s t  $1,054,043 i n  gross taxes 
fo r  the amounts assessed f o r  years 1974 through 1979. Assuming th e  b i l l  i s  
enacted and imp lemented p r i o r  to June 1980 c o l l e c t i o n  o f t a x ,  an a d d i t i o n a l  
$478,768 i n  1980 s t a t e  revenues ( i n c l u d i n g  p r i o r  year ad jus tment) w i l l  be foregon 
See Tab le  A R ev is ed .  The re fu nd  t o . taxpayers wou ld i n c l u d e  a p p ro x im a te ly  $400,00 
c r e d i t e d  by the  S ta te  to taxpayers f o r  taxes p a id  to m u n i c i p a l i t i e s .

IV. DATE 3/27/80____________ PREPARED BY _Rober_t M. J o h n s o t ^ n & T^ _______
AC.ENCvPetro leum .Revenue • _____________

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  P H O N E  — 2 7 6 - 1 3 6 . 3 ----------------------------------------
c c :  B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

3 3 - 0 0 1  ( R e v .  1 2 / 7 9 )
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TABLE A REVISED 
f iSUMES ENACTMENT BEFORE PAYMENT OF 1980 TAXES)

1 9 7 9 1 9 7 8 1977 1 9 7 6 1975_ 

2

42.514 

0

42.514

Number of Taxpayers

Total Actual Rebate

Estimated Audit Assessment 
Pertaining to Tax Period

Total Cost

10 9 9 9

293.986 278,100 274,330 160,095

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

433.986 418,100 274,330 160,095

ESTIMATED ADJUSTMENTS 1978

1979

1980

STATE SHARE OF AUDIT 
ADJUSTMENTS (60*i)

REVENUE FOREGONE 1980 

Number of Probable Taxpayers 

Amount of Probable Collections 

State Share (601)

140.000

140.000

140.000

420.000 

 . 6

252.000

377,279

.6

TOTAL ACTUAL REBATE 1,054,043

STATE SHARE OF
ESTIMATED ADJUSTMENTS 252,000

STATE SHARE OF 1980
PROBABLE COLLECTIONS 226,760

TOTAL COST TO THE STATE $1,532,811

$ 2 2 6 , 7 6 8

5.018 

0

5.018

1 9 7 4
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, - W O R K  D R A F T  P A P E R W O R K  D R A F T  P A P E R

WO#7649 
Chenoweth

W O R K  D R A F T  P A P E R

O r i g i n a l  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 e n t i t l e d :  "An Act exempt ing c e r t a i n  a i r c r a f t  and motor v e h i c l e s

from the o i l  and gas e x p lo r a t i o n ,  p rodu c t io n  and p i p e ­
l i n e  t r a n s p o r t a t i o n  p rop e r ty  tax ,  and p r o v id i n g  fo r  the 
r e t u r n  of taxes c o l l e c t e d  on a i r c r a f t  and motor v e h i c l e s  
exempted by t h i s  Act; and p r o v id i n g  fo r  an e f f e c t iv e '  
d a te ."

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t io n  1. AS 43.56,210(6) i s  amended to read:

(6) " taxab le  p roper ty"
(A) means r e a l  and t a n g i b l e  pe rsona l  p roper ty  used or 

committed by c o n t ra c t  or o ther  agreement fo r  use w i t h i n  t h i s  s ta te  
p r im a r i l y  i n  the e x p lo r a t i o n  f o r ,  p r o d u c t io n  o f ,  or p i p e l i n e  t r a n s ­
p o r t a t i o n  of gas or u n r e f i n e d  o i l  (except fo r  p roper ty  used s o l e l y  
fo r  the r e t a i l  d i s t r i b u t i o n  or l i q u e f a c t i o n  of n a tu r a l  gas), or i n  
the o p e r a t io n  dr ma in tenance of f a c i l i t i e s  used i n  the e x p lo r a t i o n  
f o r ,  p r o d u c t io n  o f ,  or p i p e l i n e  t r a n s p o r t a t i o n  of gas or un re f in ed  
o i l ; " taxab le  p rope r ty"  i n c lu d e s  [, INCLUDING]

( i)  mach ine ry ,  a p p l i a n c e s ,  s u p p l i e s ,  and equ ipment^

[, ]

( i i )  d r i l l i n g  r i g s ,  w e l l s  (whether p roduc ing  or 
n o t ) ,  g a th e r in g  l i n e s  and t r a n sm is s io n  l i n e s ,  pumping s t a t i o n s ,  
compressor s t a t i o n s ,  power p l a n t s ,  topp ing  p l a n t s ,  and p ro ­
c e s s in g  un its j_ [ ,]

( i i i )  roads , tank ' fa rms , tanker t e rm in a l s ,  docks and 
-1- HCSSB 313
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other po r t  f a c i l i t i e s ,  a i r  s t r i p s  and commun icat ion equipment 
and f a c i l i t i e s j _  [, ]

( iv )  a i r c r a f t  and motor v e h i c l e s  owned by a person 
whose p r i n c i p a l  bus iness  i n  the s ta te  i s  the e x p lo r a t i o n  f o r ,  
p r o d u c t io n  o f ,  or p i p e l i n e  t r a n s p o r t a t i o n  of gas or u n re f in ed  
o i l  and whose op e ra t io n  of the a i r c r a f t  or motor v e h i c l e  
d i r e c t l y  r e l a t e s  to the conduct of tha t  bus ine ss ;  and

(v) ma in tenance equipment and f a c i l i t i e s ,  and 
ma in tenance camps and o ther r e l a t e d  f a c i l i t i e s ;

(B) ["TAXABLE PROPERTY"] does not i n c l u d e
( i)  permanent res idences j_ [ ,]

( i i ) o f f i c e  b u i l d i n g s  r e q u i r i n g  s u b s t a n t i a l  l o c a l  
government serv ices j_ [, OR]

( i i i )  o i l  and gas p i p e l i n e  systems owned and operated 
by a c e r t i f i c a t e d  p u b l i c  u t i l i t y  r e gu la te d  by the Alaska 
P u b l i c  U t i l i t i e s  Commission; and

( iv )  a i r c r a f t  and motor v e h i c l e s ,  except a i r c r a f t  
and motor v e h i c l e s  taxab le  under (A)( iv) of t h i s  paragraph;

* Sec. 2. (a) The commiss ioner of revenue s h a l l  p ro v id e  the commissioner
of a dm in i s t r a t i o n  the. names of taxpayers who p a id  to the s ta te  a f t e r  
December 31, 1973, a tax l e v i e d  on a i r c r a f t  or motor v e h i c l e s  wh ich  are 
exempt from t a x a t io n  under AS 43.56.210(.6), as amended by se c .  1 of t h i s  Act, 
and the amount of the taxes pa id  on the a i r c r a f t  or motor v e h i c l e .

(b) The commiss ioner of a dm in i s t r a t i o n  s h a l l  prompt ly pay each taxpayer 
the amount determ ined by the commissioner of revenue under (a) o f t h i s  sec ­

t i o n  .
* Sec. 3. S e c t io n  1 of t h i s  Act i s  r e t r o a c t i v e  to January 1, 1974.
* Sec. Th is  Act takes e f f e c t  immed ia te ly  i n  accordance w i t h  AS 01.10.- 

070(c).
* - 2 -  H C S S B  3 1 3
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i •
T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

E L K V E N T 1  ( L E G I S L A T U R E
i

F I S C A L  ' N O T E

I. R E Q U E ST
iiiil/I<CSo!utioil No.HObbB •3iJA/ill/ » w . _ _ _ — —  ■.

Titics E x e m p t i n g  C e r t a i n  V e h i c u l a r  P r o p e r t y  f r o m  AS 43 ..56_
Requested by   Date.

H. FISCAL DETAIL n
Agency Affected ^ evenue_____________________________________________________
Program Category Affected Genera l  Government__________________________________
BRU, Program, or Subprogram(s) A ffected Petro leum Revenue_____________________
(Note: If more than one budget component is affected, separate Jine-item amounts and funding for each > 

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

FY 80 .FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES -0- -0- -0- -n- . . . -0- . _n_
?0O TRAVEL -0- _n_ --U- o 0
300 CONTRACTUAL, -0- -0- -0- . -0- -0- -n- .
400 COMMODITIES -0- -0- -0- -n- -0- ■ -n_
500 EOT JTPMENT -0- -0- -0- . -n-. .. ~ 0 - .. • -n_
600 LAND & STRUCTURES -0- -Q-- -0- -- .-.0- __0~ - - 0
700 GRANTS. CLAIMS. ETC. 1.054 -0- -0- -n- _ .-'0.-. - - . . -0-►

TOTAL

FUNDING (Thousands of Dollars)

GENF.RAL FUND
FEDERAL FUNDS
OTHER (Snecifv Fund Source)

POSITIONS 

FULL TIME

[479]

-0-

[330]

-0-

[360]

-0-

[390]

-0-

[420]

-0-

[450]

-0-
PART TIME - 0 - -0- . . -0- -0- -0- -0-
TEMPORARY -0- -0- -0- -n- -0- -n-

III. ANALYSIS (See Fiscal Note Preparation Instnictions, Section III) The p r o s p e c t i v e  e f f e c t  o f  
t h i s  b i l l  wou ld  be a r e d u c t i o n  i n  AS 43.56 tax  r e c e i p t s  to the  S ta te  from 
$330,000 i n  1981 to $450,000 i n  1985 (trended from the 1980 assessment r o l l )  
assuming t h a t  th e  S ta te  ne ts  about 60% o f  the 20 m i l l  ta x  l e v i e d  on th e  covered 
p ro p e r t y .  The rema inde r  (40%) wou ld  o r d i n a r i l y  pass to a m u n i c i p a l i t y  b u t  i t  i s  
v e ry  u n c e r t a i n  t h a t  the  m u n i c i p a l i t i e s  wou ld i n  f a c t  be a b l e  to assess and tax 
movable p r o p e r ty  o f  the type p r im a r i l y  addressed by t h i s  b i l l .  C onsequen t ly  the 
m u n i c i p a l i t i e s  m ig h t  a l s o  lo s e  tax  revenue .

,• •
I n  a d d i t i o n ,  the  S ta te  wou ld have to re fu nd  a t  l e a s t  $1,054,043 i n  gross taxes 
f o r  the  amounts assessed fo r  years 1974 through 1979. Assuming the b i l l  i s  
enac ted and imp lemented p r i o r  to June 1980 c o l l e c t i o n  o f  ta x ,  an a d d i t i o n a l  
$478,768 i n  1980 s t a t e  revenues ( i n c l u d i n g  p r i o r  year ad jus tment)  w i l l  be foregoi 
See T ab le  A R e v is e d .  The re fu nd  to taxpayers wou ld i n c l u d e  a p p ro x im a te ly  $400,0( 
c r e d i t e d  by the  S ta te  to  taxpayers f o r  taxes p a id  to m u n i c i p a l i t i e s .

IV. DATE 3/27/80 ___________ PREPARED BY .. Jto.bjj.r_t . M. J ohn s QTV-rj^ . _______ ■
/\np^r>YPetro leum Revenue • ^ _____________

Original: Legislative Finance PHONE —276-13.63------------------
cc: Budget and Management

Prime Sponsor (First Legislator Named)
—  - A G 0  7 8 7 3 3 7

3 3 - 0 0 1  ( R e v .  1 2 / 7 9 )



TABLE A REVISED 
(ASSUMES ENACTMENT BEFORE PAYMENT OF 1900 TAXES)

1979 1978 1977 1 9 7 6 1 9 7 5 1 9 7 4

Number of Taxpayers

Total Actual Rebate

Estimated Audit Assessment 
Pertaining to Tax Period

Total Cost

• 10 *9 9 ' 9 2

293,936 278,100 274,330 160,095 42,514 5,018

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

433,986 418,100 274,330 160,095 • 42,514 . 5,018

ESTIMATED ADJUSTMENTS 1978

1979

1980

STATE SHARE OF AUDIT 
ADJUSTMENTS (60i)

REVENUE FOREGONE 1980 

Number of Probable Taxpayers 

Amount of Probable Collections 

State Share (601)

140.000

140.000

140.000

420.000 

 . 6

252.000

377,279 

. 6

TOTAL ACTUAL REBATE 1,054,043

STATE SHARE OF
ESTIMATED ADJUSTMENTS 252,000

STATE SHARE OF 1980
PROBABLE COLLECTIONS 226,763

TOTAL COST TO THE STATE $1,532,611

$ 2 2 6 , 7 6 8



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
E L E V E N T H  L E G I S L A T U R E

F I S C A L  N O T E
iI. REQUEST

Bill/Resolution No. HCSSB 313 _________________________
Title Excemptmg Certain Vehicular Property from AS 43.56
Requested by____________________________________________ Date.

II. FISCAL DETAIL
Agency Affected Revenue ______________________________________________
Program Category Affected General Government
BRU, Program, or Subprogram(s) Affected Petroleum Revenue_______________________
(Note: If more than one budget component is affected, separate line-item amounts and funding for each • 

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

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAT. SERVICES -0- -0- -0- -0- -0- -0-
?.oo TRAVEL -0- -0- -0- -0- -0- -0-
300 CONTRACTUAL -0- -0- -0- -0- -0- -0-
400 COMMODITIES -0- -0- -0- -0- -0- -0-
500 EOUIPMENT -0- -0- -0- -0- -0- -0-
600 LAND & STRUCTURES -0- -0- -0- -0- -0- -0-
700 GRANTS. CLAIMS. ETC. -0- -0- -0- -0- -0- -0-

TOTAL -0- -0- -0- -0- -0- -0-

FUNDING (Thousands of Dollars)
GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS -0- -0- -0- -0- _  .- 0 .7 -0-
OTHER (Specify Fund Source) -0- -0- -0- -0- -0- -0-

POSITIONS 

FULL TIME -0- -0- -0- -0- -0- -n-
PART TIME -0- -0- -0- -0- . . . .  -0- -0-
TEMPORARY -0- -0- -0- -0- .. .  -0- -0-

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

I

IV. r>ATF. 3/21/80____________PREPARED BY
AGENCY ____

Original: Legislative Finance PHONE__________ 7.7.6-1363.
cc: Budget and Management

Prime Sponsor (First Legislator Named)

3 3 - 0 0 1  ( R e v .  1 2 / 7 9 ) AGO 787339
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LEGISLATIVE AFFAIRS AGENCY

POUCH V • STATE CAPITOt 

JU N EAU. ALASKA V ?8 ! I 

907 - . i 6 5 -3 800

M E M O R A N D U M M a r c h  2 2 ,  1 9 8 0

SUBJECT:

TO:

FROM:

House Committee S ub s t i t u te  fo r  Senate B i l l  313, 
r e l a t i n g  to exemption from ta x a t io n  under 
AS 43.56 o f  c e r t a i n  a i r c r a f t  and motor v e h i c l e s
Represen ta t ive  Russ Meekins, J r .
Chairman, House F inance Committee 
ATTN: Mike Doogan
John B. C h en ow e t l> ^ ^ ^  
L e g i s l a t i v e  C o u r f s e y jL ^

r r

Fo l low ing  our con ve rsa t io n ,  Mike, I  have t r i e d  to recas t the 
amendment not w i t h  re fe rence  to the 1978 A i r l i n e  D e regu la t io n  
Act but w i t h r e f e r e n c e  to the locus of ownership and ope ra t io n  
of the a i r c r a f t  and motor v e h i c l e s  i n  q ue s t io n .  Th is  v e r s io n  
would tax on ly  a i r c r a f t  and motor v e h i c l e s  which are owned 
and used by a company whose p r i n c i p a l  bus iness purpose i n  
Alaska t i e s  to e x p lo r a t i o n ,  p roduc t ion  or p i p e l i n e  t r a n s ­
p o r t a t i o n  o f o i l  and gas. A l l  o ther a i r c r a f t  and motor 
v e h i c l e s  are exempt. I n c i d e n t a l l y ,  I  used the term "motor 
v e h i c le s "  ra th e r  than " ve h ic u la r  property" fo r  I  thought 
tha t  t h i s  b e t t e r  descr ibed  what the Senate's amendment i n ­
tended to cover .  I f  there i s  a d i s t i n c t i o n  between the two 
that i s  l o s t  because of the sw itch  i n  terms, p lease ad v is e .
Respec t fu l  o f the f a c t  tha t  the cho ice  o f re fe rence  to the 
1978 fe d e ra l  a i r l i n e  d e reg u la t io n  act was yours , I  would 
on ly  suggest t h a t ,  shou ld the committee i n s i s t  on keep ing 
the re fe rence  to tha t  Act, you would encounter a s i t u a t i o n  
where in  you would be attempt ing to exempt a i r c r a f t  r e t r o ­
a c t i v e l y  to January, 1974, on the s trength o f d i s t i n c t i o n s  
i n  law tha t o n ly  took e f f e c t  i n  l a t e  October, 1978. That 
would be ra th e r  u n ten ab le .  The sense of the request was to 
p rov id e  an exemption for a l l  a i r c r a f t  except those which 
were "company" owned and operated , and I  t h in k  the language 
o f fe red  f a i r l y  meets tha t  reques t .

AGO 787340



R e p r e s e n t a t i v e  R u s s  M e e k i n s ,  J r .
P a g e  2
M a r c h  2 2 ,  1 9 8 0

Sec t ion  2, w i th o u t  an a p p ro p r ia t io n ,  i s  l e g a l l y  i n s u f f i c i e n t  
to a l low  the commissioner o f a dm in is t r a t io n  to pay back funds 
on s ta te  warrants . No doubt the committee w i l l  p ro v id e  for 
a separate a p p ro p r ia t io n  to cover t h i s ,  but I  thought I  would 
go on record i n  any even t .
JBCrjdn
Enc losure

AGO 787341
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W O #7649
Chenoweth

Original sponsor: Sackett

IN THE SENATE BY T HE FINANCE COMMITTEE

H OUSE CS FOR SENATE BILL NO. 313 

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

EL E VE NTH L E G I S L A T U R E  - SECOND SESSION

A BILL

For an Act entitled: "An Act e x e m pting certain aircraft and motor vehicles

from the oil and gas exploration, produ c t i o n  and p i p e­

line t r a n s p o r t a t i o n  p r o perty tax, and p r o v i d i n g  for the 

r e t u r n  of taxes collected on aircraft and m otor vehicles 

exempted by this Act; and providing for an effective 

date."

BE IT ENACTED BY THE L E G I S L A T U R E  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 p r o perty used or 

committed by contract or other agreement for use w ithin this state 

p r i m a r i l y  in the explor a t i o n  for, p r o d u c t i o n  of, or pip eline t r a n s­

por t a t i o n  of gas or unrefi ned oil (except for property used solely 

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

the ope ration or m a i n t e n a n c e  of facilities used in the expl oration 

for, p r o d u c t i o n  of, or p i p eline t r a n sport ation of gas or unrefined 

o i l ; "taxable p r o p e r t y "  includes [, INCLUDING]

(i) machinery, appliances, supplies, and e q u i p m e n t ^

[J
(ii) drilling rigs, wells (whether producing or 

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

compressor stations, power plants, topping plants, and p r o­

cessing unitsj_ [,]

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

-1- HCSSB 313
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other port f a c i l i t i e s ,  a i r  s t r i p s  and communicat ion equipment 
and f a c i l i t i e s j _  [, ]

( iv)  a i r c r a f t  and motor v e h i c l e s  owned by a person 
whose p r i n c i p a l  bus iness i n  the s ta te  i s  the e x p lo r a t io n  f o r ,  
p roduc t io n  o f ,  or p i p e l i n e  t r a n spo r ta t io n  of gas or u n re f in ed  
o i l  and whose ope ra t io n  of the a i r c r a f t  or motor v e h i c l e  
d i r e c t l y  r e la t e s  to the conduct of that bus iness; and

(v) maintenance equipment and f a c i l i t i e s ,  and 
maintenance camps and other r e la t e d  f a c i l i t i e s ;

(B) ["TAXABLE PROPERTY"] does not i n c lu d e
(i) permanent r e s id e n ce s ^  [ ,]

( i i )  o f f i c e  b u i l d i n g s  r e q u i r i n g  s u b s t a n t ia l  l o c a l  
government serv icesj_ [, OR]

( i i i )  o i l  and gas p i p e l i n e  systems owned and operated 
by a c e r t i f i c a t e d  p u b l i c  u t i l i t y  regu la ted  by the Alaska 
P u b l i c  U t i l i t i e s  Commission; and

( iv) a i r c r a f t  and motor v e h i c l e s ,  except a i r c r a f t  
and motor v e h i c l e s  taxab le  under (A)(iv) of t h i s  paragraph;

* Sec. 2. (a) The commissioner of revenue s h a l l  p rov ide  the commissioner
of a dm in is t r a t io n  the names of taxpayers who pa id  to the s ta te  a f t e r  
December 31, 1973, a tax l e v i e d  on a i r c r a f t  or motor v e h i c l e s  which are 
exempt from ta x a t io n  under AS 43.56.210(6), as amended by sec . 1 of t h i s  Act, 
and the amount of the taxes pa id  on the a i r c r a f t  or motor v e h i c l e .

(b) The commissioner of a dm in i s t r a t io n  s h a l l  promptly pay each taxpayer 
the amount determined by the commissioner of revenue under (a) of t h i s  sec­
t i o n .

* Sec. 3. S ec t io n  1 of t h i s  Act i s  r e t r o a c t i v e  to January 1, 1974.
* Sec. 4. Th is  Act takes e f f e c t  immed ia te ly  i n  accordance w i th  AS 01.10.- 

070(c).
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ALASKA
INTERNATIONAL February 27, 1980INDUSTRIES y
Suite 600 
3201 C. Street 
Anchorage, Alaska 99503 
(907) 276-0113

Honorable Alvin Osterback, Co-Chairman 
Honorable B i l l  Miles, Co-Chairman 
House Resources Committee 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 
Gentlemen:

I am forwarding to you a copy of a le tter from former 
Speaker of the House, Tom Fink, which I would like to have 
read and entered into the o f f ic ia l record of Senate B i l l  No. 
313.

Sincerely,

Alex M il le r 
Vice President
Government and Labor Relations

s
enc.

AGO 787344



P . O . B O X  1 0 6 6 ,  A N C H O R A G E .  A L A S K A  0 0 3 1 0  
P H O N E  0 0 7  /  2 7 0 * 2 3 2 2

F e b r u a r y  2 6 ,  1 9 8 0

Alex M i l le r

Dear Alex:

You requested a le t te r  fron me i n  regard to rry understanding of the Pipel ine 
Ad Valorem tax b i l l  passed when I  was Speaker of the House.
We intended to place a 20 m i l l  tax on the p ipe l ine and the f a c i l i t i e s  at the 
north and south ends of the l i n e .  We certa in ly did not intend to tax trucks, 
planes, or boats which del ivered supplies to tha p ipe l ine ,  or pipe or tools 
located i n  Kenai.

We primari ly intended to oover those f a c i l i t i e s  which would not be covered 
by any loca l government tax and those items which would also be covered at 
the north and south ends. We determined that the north end and the south 
end governments d id not need the opportunity of applying a 20 m i l l  tax 
because of the magnitude of the f a c i l i t i e s  in  re la t ion to the two loca l govern­
ments involved.

The tax was to apply to the l i n e  and necessary f a c i l i t i e s  at each end. I t  
certa in ly was not designed to cover casual property occasionally located at 
the sane geographic s ites or property which seme day might be used at those 
s ites.

yours,

Tcm Fink 
TF/ndm

i n s u r a n c e AGO 787345
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C0W17TEE ON TRANSPORTATION

B̂ill

CHAIRMAN

SENATOR

POUCH V 

UUNEAU, ALASKA 99811 

TELEPHONE 465-4922

February 29, 1980 COMITTEE ON TITLE IV CODE REVISION

BLUE RIBBON COWISSJON 
ON THE STATE PERSONNEL ACT

TO: Representatives Osterback & Miles
Co-Chairmen, House Resources Committee

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

When th is b i l l  was in Finance Committee i t  fa in t ly  rang a be ll 
in my memory, but I could not associate the facts during the hearing 
and subsequent voting on the f loor.

Since that time I have had occasion to more c learly recall the 
circumstances involv ing orig ina l intent of taxation concerning o i l  
and gas properties. I was the Chairman of the Free Conference Commit­
tee during the Special Session of 1973 which considered the proposed 
leg is la t ion  which eventually ended up as Chapter 1.

The intent as I reco llect was that the taxation mentioned in 
the proposed b i l l  was not to be put on "oil and gas in place" and 
"intangible d r i l l in g  expenses." I t  would appear, in my estimation, 
that at least a ir  carriers would certa in ly come under the la tter 
exclusion and would ju s t ify  the favorable adoption by your committee 
of SB 313.

I f  you have any further questions concerning this b i l l ,  please 
be assured that you may ca ll me at any „ime.

cc: Senator Sackett
Senator Dankworth

AGO 787346
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W O R K  D R A F T  P A P E R W O R K  D R A F T  P A P E R

W0#7649
Chenoweth

W O R K  D R A F T  P A P E R

O r i g i n a l  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 e n t i t l e d :  "An Act exempting c e r t a i n  a i r c r a f t  and motor v e h i c l e s

from the o i l  and gas e x p lo r a t i o n ,  p rodu c t io n  and p i p e ­
l i n e  t r a n spo r ta t io n  p rope r ty  ta x ,  and p r o v id in g  fo r  the 
r e tu r n  of taxes c o l l e c t e d  on a i r c r a f t  and motor v e h i c l e s  
exempted by t h i s  Act; and p r o v id i n g  for an e f f e c t i v e  
da te ."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t io n  1. AS 43.56.210(6) i s  amended to read:

(6) "taxab le property"
(A) means r e a l  and t a n g ib l e  pe rsona l property  used or 

committed by con t ra c t  or other agreement fo r  use w i t h i n  t h i s  s ta te  
p r im a r i l y  i n  the e x p lo r a t io n  f o r ,  p ro d u c t io n  o f ,  or p i p e l i n e  t r a n s ­
p o r t a t io n  of gas or u n re f in ed  o i l  (except fo r  property  used s o l e l y  
fo r  the r e t a i l  d i s t r i b u t i o n  or l i q u e f a c t i o n  of n a tu ra l  gas), or i n  
the ope ra t io n  or maintenance of f a c i l i t i e s  used i n  the e x p lo r a t io n  
f o r ,  p rodu c t io n  o f ,  or p i p e l i n e  t r a n s p o r t a t i o n  of gas or u n re f in ed  
o i l ; " taxab le  property" in c lu d e s  [, INCLUDING]

( i) mach inery , a p p l i a n c e s ,  s u p p l i e s ,  and equ ipment^

[.]

( i i )  d r i l l i n g  r i g s ,  w e l l s  (whether produc ing or 
n o t ) ,  ga the r ing  l i n e s  and t r a n sm is s io n  l i n e s ,  pumping s t a t i o n s ,  
compressor s t a t io n s ,  power p l a n t s ,  topp ing  p l a n t s ,  and p ro ­
cess ing  un its j_ [,]

( i i i )  roads, tank farms, tanker t e rm in a ls ,  docks and 
-1- HCSSB 313
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* W O R K  D R A F T  P A P E R W O R K  D R A F T  P A P E R W O R K  D R A F T  P A P E R

other por t  f a c i l i t i e s ,  a i r  s t r i p s  and communicat ion equipment 
and f a c i l i t i e s j _  [, ]

( iv )  a i r c r a f t  and motor v e h i c l e s  owned by a person 
whose p r i n c i p a l  bus iness i n  the s ta te  i s  the  e x p lo r a t io n  f o r ,  
p roduc t io n  o f ,  or p i p e l i n e  t r a n s p o r t a t io n  o f  gas or un re f in ed  
o i l  and whose o pe ra t io n  of the a i r c r a f t  or motor v e h i c l e  
d i r e c t l y  r e l a t e s  to the conduct of th a t  bus iness ;  and

(v) maintenance equipment and f a c i l i t i e s ,  and 
maintenance camps and other r e l a t e d  f a c i l i t i e s ;

(B) ["TAXABLE PROPERTY"] does no t i n c l u d e
( i)  permanent res idencesj_ [ , ]

( i i )  o f f i c e  b u i l d i n g s  r e q u i r i n g  s u b s t a n t i a l  l o c a l  
government serv ices j_ [, OR]

( i i i )  o i l  and gas p i p e l i n e  systems owned and operated 
by a c e r t i f i c a t e d  p u b l i c  u t i l i t y  r e g u la t e d  by the Alaska 
P u b l i c  U t i l i t i e s  Commission; and

( iv )  a i r c r a f t  and motor v e h i c l e s ,  except a i r c r a f t  
and motor v e h i c l e s  taxab le  under (A)( iv) of t h i s  paragraph;

* Sec. 2. (a) The commissioner of revenue s h a l l  p ro v id e  the commissioner
of a dm in is t r a t io n  the names of taxpayers who pa id  to the s ta te  a f t e r  
December 31, 1973, a tax l e v i e d  on a i r c r a f t  or motor v e h i c l e s  which are 
exempt from ta x a t io n  under AS 43.56.210(6), as amended by sec . 1 of t h i s  Act, 
and the amount of the taxes pa id  on the a i r c r a f t  or motor v e h i c l e .

(b) The commissioner of a dm in is t r a t io n  s h a l l  prompt ly  pay each taxpayer 
the amount determined by the commissioner of revenue under (a) of t h i s  sec ­

t i o n .
* Sec. 3. Sec t ion  1 of t h i s  Act i s  r e t r o a c t i v e  to January 1, 1974.
* Sec. 4. Th is Act takes e f f e c t  immed ia te ly  i n  accordance w ith  AS 01.10.- 

070(c).
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Honorable Alvin Osterback, Co-Chairman 
Honorable B i l l  Miles, Co-Chairman 
House Resources Committee 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 
Gentlemen:

I am forwarding to you a copy of a le tte r from former 
Speaker of the House, Tom Fink, which I would l ike to have 
read and entered into the o f f ic ia l record of Senate B i l l  No. 
313.

Sincerely,

Alex M il le r  
Vice President
Government and Labor Relations

s
enc.

AGO 787344



P . O . B O X  1 0 6 0 .  A N C H O R A O E .  A L A S K A  0 0 5 1 0  
P H O N E  0 0 7  /  2 7 0  * 3 2 1

F e b r u a r y  2 6 ,  1 9 8 0

Alex M i l le r

Dear Alex:
You requested a le t t e r  from ms i n  regard to ny understanding of the Pipel ine 
Ad Valorem tax b i l l  passed when I  was Speaker of the House.
We intended to place a 20 m i l l  tax on the p ip e l in e  and the f a c i l i t i e s  at the 
north and south ends of the l i n e .  We certa in ly d id not intend to tax trucks/ 
planes, or boats which del ivered supplies to the p ip e l in e ,  or pipe or tools 
located i n  Kenai.

We pr imar i ly intended to cover those f a c i l i t i e s  which would not be covered 
by any lo ca l government tax and those items which would also be covered at 
the north and south ends. We determined that the north end and the south 
end governments d id  not need the opportunity o f applying a 20 m i l l  tax 
because of the magnitude of the f a c i l i t i e s  i n  re la t ion  to the two lo ca l govern­
ments involved.

Ihe tax was to apply to the l i n e  and necessary f a c i l i t i e s  a t each end. I t  
certa in ly was not designed to cover casual property occasionally located at 
the same geographic s ites or property which scrre day might be used at those 
sites.
Very t ru ly  ycurs,

I

Tcm Fink 
TF/ndm

i n s u r a n c e  AGO 7 87345
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CHAIRMAN
COMMITTEE ON TRANSPORTATION

COWITTEE ON TITLE IV CODE REVISION

BLUE RIBBON COMISSION 
ON THE STATE PERSONNEL ACT

SENATOR

When th is b i l l  was in Finance Committee i t  fa in t ly  rang a be ll 
in  my memory, but I could not associate the facts during the hearing 
and subsequent voting on the f loor.

Since that time I have had occasion to more c learly reca ll the 
circumstances involv ing orig ina l intent of taxation concerning o i l  
and gas properties. I was the Chairman of the Free Conference Commit­
tee during the Special Session of 1973 which considered the proposed 
leg is la t io n  which eventually ended up as Chapter 1 .

The intent as I reco llect was that the taxation mentioned in 
the proposed b i l l  was not to be put on "oil and gas in place" and 
"intangible d r i l l in g  expenses." I t  would appear, in my estimation, 
that at least a ir  carriers would certa in ly come under the la tte r 
exclusion and would ju s t ify  the favorable adoption by your committee 
of SB 313.

I f  you have any further questions concerning this b i l l ,  please 
be assured that you may ca ll me at any time.

cc: Senator Sackett
Senator Dankworth

pouch v 

JUNEAU■ ALASKA 9981} 

TELEPHONE 465-4922

JMaska j§taie l̂egislature 
^ e n a t e

February 29, 1980

TO: Representatives Osterback & Miles
Co-Chairmen, House Resources Committee

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

AGO 787346





C R O F T .  T H U R L O W  &  D U G G A N

CH A N C Y  CRO FT  
G A RY  T H U R L O W  
JO H N  E .D U G G A N  
L IN D A  M. C E R R O

A T T O R N E Y S  A T  L A W  
7 3 0  H S T R E E T .  SU IT E  2 0 0  

A N C H O RA G E ,  A LA SK A  9 9 5 0 1
Telephone 272-3508 

Area Code 907 

WILLIAM J. BAILEY 

OF COUNSEL

F e b r u a r y  27, 1980

R e p r e s e n t a t i v e  A l v i n  O s t e r b a c k  
R e p r e s e n t a t i v e  Bill Miles 
Co-Chairmen, H o u s e  R e s o u r c e s  
Commit, tee 
Pouch "V"
Juneau, A K  99811

Dear A l v i n  a n d  Bill:

Se veral w e e k s  ago, after S en ate Bill 313 had p a s s e d  the 
Senate and w a s  r e f e r r e d  to the House, a staff m e m b e r  of one 
of the H o u s e  c o m m i t t e e s  c a l l e d  and a sked m y  o p i n i o n  about 
this legislation. I told h i m  then that I t h o u g h t  the bill 
should be p a s s e d  because, in my opinion, th ere was never any 
intent on the p a r t  of the 1973 special s e s s i o n  w h i c h  p a s s e d  
the oil and gas p r o p e r t y  tax to include v e h i c u l a r  p r o p e r t y  
owned or l e a s e d  by air c a r r i e r s  u n d e r  the tax.

Since t h a t  time, I've been a s k e d  to e x p r e s s  m y  o p i n i o n  
to y o u  and I am glad to do so. I w a s  n ot a m e m b e r  of the 
free c o m m e r c e  c o m m i t t e e  w h i c h  c o n s i d e r e d  the p r o p e r t y  tax 
and came up w i t h  the final v e r s i o n  o f  the bill. However, I 
was a c t i v e l y  i n v o l v e d  w i t h  all of the l e g i s l a t i o n  that 
passed the 1973 s p ecial s e ss ion and I d id o f f e r  floor 
amendm e n t s  w h e n  the bill w a s  b eing c o n s i d e r e d  in the Senate. 
I have r e v i e w e d  bo th S e n a t e  Bill 313 and the a m e n d e d  v e r s i o n  
of S enate Bill 313 as well as p r o p o s e d  r e v e n u e  regulations, 
15 A A C  05.860, and 870. In my opinion, there is little 
q u e s t i o n  that had S en ate Bill 313, amended, been o f f e r e d  as 
a subs ti t u t e  to the p r o p e r t y  tax l e g i s l a t i o n  in the 1973 
special session, it w o u l d  have passed; it w o u l d  p r o b a b l y  
have p a s s e d  b o t h  h o u s e s  w i t h o u t  ob jection. It is fur ther my 
op inion that had the above r e v e n u e  r e g u l a t i o n s  b e e n  o f f e r e d  
as an a m e n d m e n t  to the ad v a l o r e m  tax, t h e y  w o u l d  have been 
de f e a t e d  in bot h the House and the Senate.

I b e l i e v e  Senate  Bill 313, amended, i n c o r p o r a t e s  the 
will of the L e g i s l a t u r e  d u r i n g  the 1973 s p ecial s e s s i o n  and

RE Senate Bill 313

AGO 7 87348



should be passed. I b e l i e v e  the p r o p o s e d  r e g u l a t i o n s  of the 
D e p a r t m e n t  of R e v e n u e  are c o n t r a r y  to the l e g i s l a t i v e  i nte nt 
and should be annulled.

Very truly y o u

■Chancy Cro

CC:dat

AGO 787349



LAW OFFICES OF
C L IF F O R D  J .  G RO H  
K E N N E T H  P. E G G E R S  
J A M E S  T. R O B IN S O N

Grok, Eggers, Rokmson, Price & Jokn son
S E C U R I T Y  T IT L E  A N D  T R U S T  B U I L D IN G  

711 " H "  S T R E E T ,  S U I T E  6 0 0
S E C U R I T Y  T IT L E  A N D  T R U S T  B U I L D IN G

mson T E L E P H O N E S  
( 9 0 7 )  2 7 2 - 6 * 7 4  
( 9 0 7 )  2 7 7 - 6 4 3 3M ICH A EL  W. P R IC E  

T E R R Y  L. J O H N S O N
LANCE  E .G ID C U M B  
PAUL O. KELLY 
DAV ID  A. D E V IN E  
T E R E S A  A. HOGAN

Anchorage, A la s k a  99501

F e b r u a r y  26, 1980

R e p r e s e n t a t i v e  B i l l  M i l e s  
C h a i r m a n
H o u s e  R e s o u r c e s  C o m m i t t e e  
A l a s k a  S tate L e g i s l a t u r e  
P o u c h  "V"
Juneau, A l a s k a  99811

Re: A.S. 43.56.210(6) - T a x a t i o n

Dear R e p r e s e n t a t i v e  Miles:

A s  y o u  w e l l  know, s i nce y o u  w e r e  w i t h  me, I w a s  v e r y  active 
in t h e  F i r s t  S p e c i a l  S e s s i o n  o f  the 1973 A l a s k a  Legislature. 
A t  t h a t  time, I w a s  C h a i r m a n  of the S enate F i n a n c e  C o m m i t t e e  
and y o u  w e r e  m y  assist a n t .  I h a v e  b e e n  as ked to i n t e r p r e t  
the p r o v i s i o n s  of A.S. 43.56.210(6) to d e t e r m i n e  w h e t h e r  the 
State of A l a s k a  c a n  tax a i r p l a n e s  and trucks u t i l i z e d  in 
t ransp o r t a t i o n .  It c e r t a i n l y  w a s  not the i n t e n t  o f  the 
L e g i s l a t u r e  to h a v e  the tax e x t e n d  to a i r p lanes a nd trucks. 
This m a t t e r  w a s  d i s c u s s e d  at g r e a t  l e n g t h  and i t  was  o u r  
i n t e n t  that the o n l y  t a x a b l e  p r o p e r t y  should be that used 
d i r e c t l y  in the e x p l o r a t i o n  for oil and gas.

I u n d e r s t a n d  y o u r  c o m m i t t e e  is c o n s i d e r i n g  a c l a r i f i c a t i o n  
of the above section. I firmly b e l i e v e  that it does not 
n e e d  c l a r i f i c a t i o n ,  but if so, I urge the p a s s a g e  of Senate 
Bill 313.

Sincerely,

C J G : d l a

cc: R e p r e s e n t a t i v e  A l v i n  O s t e r b a c k

AGO 787350
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O r i g i n a l  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 e n t i t l e d :  "An Act exempting property  of a i r  and motor f r e i g h t

c a r r i e r s  r eg u la te d  by the Alaska T ra n s p o r t a t io n  Com­
m is s io n  from the o i l  and .gas e x p lo r a t i o n ,  p ro d u c t io n  
and p i p e l i n e  t r a n s p o r t a t io n  p rope r ty  tax  and d i r e c t i n g  
the  commiss ioner of a dm in i s t r a t i o n  to re fund  amounts 
c o l l e c t e d  by the s ta te  from the tax on th a t  p roperty ; 
and p r o v id i n g  fo r  an e f f e c t i v e  da te ."

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

* S e c t io n  1. AS 43.56.210(6) i s  amended to read:
(6) " taxab le  property"

(A) means r e a l  and t a n g ib l e  pe rsona l p rope r ty  used or 
committed by c o n t r a c t  or o ther agreement fo r  use w i t h i n  t h i s  s ta te  
p r im a r i l y  i n  the e x p l o r a t i o n  f o r ,  p rodu c t io n  o f ,  or p i p e l i n e  t r a n s ­
p o r t a t i o n  o f gas or u n r e f in e d  o i l  (except fo r  p rope r ty  used s o l e l y  
fo r  the r e t a i l  d i s t r i b u t i o n  or l i q u e f a c t i o n  of n a t u r a l  gas), or i n  
the o p e ra t io n  or ma intenance of f a c i l i t i e s  used i n  the e x p lo r a t i o n  
f o r ,  p r o d u c t io n  o f ,  or p i p e l i n e  t r a n s p o r ta t io n  of gas or u n r e f in e d  
o i l ,  i n c l u d i n g  mach inery , a p p l i a n c e s ,  s u p p l i e s ,  equ ipment , d r i l l i n g  
r i g s ,  w e l l s  (whether p roduc ing  or no t) ,  g a th e r in g  l i n e s  and t r a n s ­
m is s io n  l i n e s ,  pumping s t a t i o n s ,  compressor s t a t i o n s ,  power p l a n t s ,  
to pp ing  p l a n t s ,  p ro cess ing  u n i t s ,  roads, tank farms, tanker t e rm i ­
n a l s ,  docks and o th e r  port f a c i l i t i e s ,  a i r  s t r i p s  and communicat ion 
equ ipment and f a c i l i t i e s ,  ma in tenance equipment and f a c i l i t i e s ,  and 
ma intenance camps and o ther r e l a t e d  f a c i l i t i e s ;

a g o  7 8 7 3 5 1  -y
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(B) ["TAXABLE PROPERTY"] does not i n c l u d e  permanent 
r e s id e n c e s ,  o f f i c e  b u i l d i n g s  r e q u i r i n g  s u b s t a n t i a l  l o c a l  government 
s e r v i c e s ,  [OR] o i l  and gas p i p e l i n e  systems owned and operated by a 
c e r t i f i c a t e d  p u b l i c  u t i l i t y  r e g u la t e d  by the Alaska P u b l i c  U t i l i ­
t i e s  Commission, or v e h i c u l a r  p roper ty  owned or leased by a i r  
c a r r i e r s  and motor f r e i g h t  c a r r i e r s  r e g u la te d  by the  Alaska Trans­
p o r t a t i o n  Comm iss ion;

* Sec. 2. The commiss ioner of revenue s h a l l  p ro v id e  the commissioner of 
a d m in i s t r a t i o n  w i t h  the names o f  taxpayers who pa id  to the s ta te  a f t e r  

December 31, 1973, a tax l e v i e d  on v e h i c u l a r  p roperty  owned or leased by 

c a r r i e r s  r e g u la t e d  by the  A laska T ra n spo r ta t io n  Commission and exempted by
AS 43.56.210(6) as amended by sec . 1 of t h i s  Act, and the amount pa id  by each 

taxpayer on tha t  p ro p e r ty .  The commissioner of a dm in i s t r a t i o n  s h a l l  prompt ly 
pay to each taxpayer the amount pa id  by the taxpayer as determ ined by the 
commiss ioner of revenue .v '

)

* Sec. 3. S e c t io n  1 of t h i s  Act i s  r e t r o a c t i v e  to January 1, 1974.
* Sec. 4. T h is  Act takes e f f e c t  immed ia te ly  i n  accordance w i t h  AS 01.10.- 

070(c).

- 2 - HCSSB 313
AGO 787352
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£ f O f “Ci»Ef COAVMiJN I CATIONS ■

*AAY BE HAtTbWRIITEN

MEMORANDUM

10: r
Legisl a t i v e  A f fairs

DEPT_____________________________
DIV______________________________
SEC______________________________

S t a t e  o f  A l a s k a

from: Vicki Wilson
House Finance C o m m i t t o e  
Capitol  Bldq Rm 519 
F h o n e : 3795/3796

date : M a r c h  21, 1980

i

subject: House CS to SB 313am

P lease p r e pare a House F i n ance C o m m i t t e e  Substi t u t e  to 
SB 313 am as per attached and return to m e  as soon as 
pofebible. Thanks.

AGO 787353
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I n t r o d u c e d :  1 / 1 4 / 8 0
R e f e r r e d :  F i n a n c e

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
o<- soWcV- U.w 5-0%+ht. Ocrt̂ ola-4- (cr\ bcJ-

0 CommissionAfrom the oil and gas exploration, production

and pipeline transportation property tax; 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 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;

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

residences, office buildings requiring substantial local government

-1- SB 313 am

AGO 787354
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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 CommlsslonT'o r  * o  PubUp .Lq^ q«--<=Tb4,+k< A.
Oti.rc.Su la A-ton frcJr 

* Sec— 2-:— T-h^o-Aet takac aff-at-Jauuary 1, 1981

NEW S E C T I O N S :

* Sec. 2. T h e  c o m m i s s i o n e r  of rev enue shall p r o v i d e  the c o m­

mis s i o n e r  of a d m i n i s t r a t i o n  -with the nanies of taxpa yers w h o  p a i d  

the s tate a f t e r  D e c e m b e r  31, 1973, a tax levied on a i r c r a f t  or 

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

A l a s k a  T r a n s p o r t a t i o n  C o m m i s s i o n  or s u b j e c t  to P u blic L a w  95-504,
*. .• it •

the A i r l i n e  D e r e g u l a t i o n  A c t  of 1978, and e x e m p t e d  by A S  43.56.210( 

as a m e n d e d  by Sec. 1 of this Act, a n d  the a m o u n t  p a i d  b y  the t a x­

payer as d e t e r m i n e d  by the c o m m i s s i o n e r  of revenue. The c o m m i s­

sioner of a d m i n i s t r a t i o n  shall p r o m p t l y  pay to e a c h  t a x payer the 

amount p a i d  by the t a x p a y e r  as d e t e r m i n e d  b y  the c o m m i s s i o n e r  of 

revenue.

* Sec. 3. S e c t i o n  1 of this A c t  is r e t r o a c t i v e  to J a n u a r y  1,

1974.

* Sec. 4. This  A c t  takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  

with AS 01.10.070(c).

- 2 - S B  3 1 3  am AGO 787:



S B  3 1 3  am

P r e p a r e  a  c o m m i t t e e  s u b s t i t u t e  a s  f o l l o w s :

On Page 1, line 8 and Page 2, line 5 - After "Alaska Transportation 
Commission" insert "or subject to Public Law 95-504, the Airline 
Deregulation Act of 1978".

On Page 2, line 3 - Before "vehicular" insert "aircraft or".

Add a Sec. 2. to read - "The commissioner of revenue shall provide the 
commissioner of (̂revenue) with the names of taxpayers who paid the state 
after December 31, 1973, a tax levied on aircraft or vehicular property 
owned or leased by carriers regulated by the Alaska Transportation 
Commission or suject to Public Law 95-504, the Airline Deregulation 
Act of 1973, and exempted by AS 43.56.210(6) as amended by Sec. 1 
of this Act, and the amount paid by the taxpayer as determined by 
the commissioner of revenue."

Add a Sec. 3 to read - "Section 1 of this Act is retroactive to 
January 1, 1974."

Add a Sec. 4 to read - "This Act takes effect immediatly in accordance 
with AS 01.10.070(c)."

AGO 787356



FISCAL NOTE
I. REQUEST

Bill/Resolution No. HCSSB 313_________________ ______________
Title Excempting Certain Vehicular Property from AS 43.56_____
Requested by____________________________________________Date.

T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
’  '  '  E L E V E N T H  L E G I S L A T U R E

II. FISCAL DETAIL
Agency Affected R e v e n u e __________________________________ ___________
Program Category Affected General Government
BRU, Program, or Subprogram(s) Affected Petrol eum Revenue  __________________
(Note: If more than one budget component is affected, separate line-item amounts and funding for each • 

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

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES -0- -0- -0- -0- -0- -0-
?Too TRAVEL -0- -0- -0- -0- -0- -0-
300 CONTRACTUAL -0- -0- -0- -0- -0- -0-
4 0 0 COMMODITIES -0- -0- -0- -0- -0- -0-
500 EQUIPMENT -0- -0- -0- -0- -0- -0-
600 LAND & S TRUCTURES -0- -0- -0- -0- -0- -0-
700 GRANTS. CLAIMS. ETC. -0- -0- -0- -0- -0- -0-

TOTAL -0- -0- -0- -0- -0- -0-

FUNDING (Thousands of Dollars)
GF.NERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS -0- -0- -rc -Q_-_ . . -.0- -0-
OTHER (Specify Fund Source) -0- -0- -0- -0- -0- -0-

POSITIONS 

FULL TIME -0- -0- -0- -0- -0- -0-
PART TIME -0- -0- -0- _ -ih . -0-
TEMPORARY -0- -0- -0- . -o- -0- -0-

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

IV. DATE 3/P1/80___________ PREPARED BY
AGENCY ____

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  P H O N E --------------------------------2 .7.6 - 1 3 6 3
c c :  B u d g e t  a n d  M a n a g e m e n t

P r im e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

Department of— Rdvemm-

3 3 - 0 0 1  ( R e v .  1 2 / 7 9 )
AGO 78^357



7
FISCAL NOTE

T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
E L E V E N T H  L E G I S L A T U R E

REQUEST cBill/Resolution No- Senate B i l l  313 am_______________________________ _____
Title Exempting Property of Air and Motor Freight Carriers Regulated by Alaska 
Requested bv Transportation lommission Date

From the Oil & Gas Property lax

II. FISCAL DETAIL 
Agency Affected _ Department of Revenue 

General Government-Program Category Affected.
BRU, Program, or Subprogram(s) Affected. ■PHtmluum Revenue
(Note: If more than one budget component ir affected, separate line-item amounts and funding for each 

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

FY 80 . FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES -0- -0- -0- -0- . -Q- -n-
?00 TRAVEL -0- -0- -0- -0- -0- -n-
300 CONTRACTUAL -0- -0- -0- -0- -0- -0-
4 0 0 COMMODITIES -0- -0- -0- -0- -0- -o-
500 EOUIPMENT -0- -0- -0- -Q-: . -0- -0-
600 LAND & STRUCTURES -0- -0- -0- -0- -0- _ -n-
700 GRANTS. CLAIMŜ ETC, -0- -0- -0- -0- -0-

TOTAL -0- -0- -0- -0- -0- -0-

FUNDING (Thousands of Dollars)
GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS -0- -0- -0- -0- -0- _ _ M  1
OTHER (Specify 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-

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
SB 313, as amended, w i l l  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 munic ipalit ies. 
The reduction in receipts would arise because property with an assessed value of between 
$9,076,000 and at least $16,076,000 would be exempted. Three factors produce the wide 
range in estimated values. F irst, i t  is unclear whether a l1 vehicular property of an 
affected .taxpayer is intended to be exempted by the b i l l  or "whether only that property 
which is in fact ATC-regulated (trucks and airplanes) is intended to be exempted.
Second, i t  is unknown how much "leased" property would fa l l into the exemption, and 
whether or not the owner of that leased property would in turn be taxed. Third, a 

(continued on page 2)

IV. DATE L

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

P r im e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

3 3 - 0 0 1  ( R e v .  1 2 / 7 9 )

PREPARED BY
AGENCY ____
PHONE _____

fert M. Jd̂ hnsdm 
Department of Re
276-1363

AGO 787361 -V-



P a g e  2  ( S e n a t e  B i l l  3 1 3  a m )

lawsuit is pending on the question of including certain property in the 
category to be exempted by th is b i l l .  The actual tax from the assessed 
property would therefore range from $181,520 to $321,520 (2 percent of 
assessed value). The state would lose net taxes of between $100,000 and 
$190,000. The remainder would ordinarily pass to a municipality but i t  
is very uncertain that the municipalities would in fact be able to assess 
and tax movable property of the type primarily addressed by this b i l l .  
Consequently, the municipalit ies too would lose tax revenue.
There would be no fiscal impact on the operation of the Department of 
Revenue.

AGO 787362



FISCAL NOTE

T H E  L E G I S L A T U R E  O P  T H E  S T A T E  O F  A L A S K A
E L E V E N T H  L E G I S L A T U R E

I. REQUEST
Bill/Resolutior. No. SB 313_______________________________________________
Title Exempting prop , o f a i r  & motor f r e ig h t  c a r r ie r s  from o i l  and gas 
Requested bv t r a n s p o r ta t io n  tax_______________________ Date 1 /I U /fin __________

II. FISCAL DETAIL 
Agency Affected _
Program Category Affected_
BRU, Program, or Subprogram(s) Affected__________________________________________
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

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

FY 79 FY 80 FY 81 FY 82 FY 83 FY 84
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EOUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL

FUNDING (Thousands of Dollars)
GENERAL FUND 0 0 0 0
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

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

This b i l l  c l a r i f i e s  w h i c h  p r o p e r t y  is s u b j e c t  to the oil 
an d  gas explor a t i o n ,  p r o d u c t i o n  a n d  p i p e l i n e  t r a n s p o r t a t i o n  
p r o p e r t y  tax. No f i s c a l  i m pact is expected.

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

P r im e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

3 3 - 0 0 1  ( R e v .  1 2 / 7 8 )

AGO 7 6 7 3 6 3
M m



FISCAL NOTE
I. REQUEST

Bill/Resolution No. HCSSB 313 _______________________________
Title Excempting Certain Vehicular Property from AS 43.56 
Requested by___________________________________________ Date

T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
E L E V E N T H  L E G I S L A T U R E

II. FISCAL DETAIL
Agency Affected R e v e n u e     ______
Program Category Affected General Government
BRU, Program, or Subprogram(s) Affected Petroleum Revenue______________________
(Note: If more than one budget component is affected, separate line-item amounts and funding for each • 

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

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAI. SERVICES -0- -0- -0- -0- -0- -0-
200 TRAVEL -0- -0- -0- -0- -0- -0-
300 CONTRACTUAL -0- -0- -0- -0- -0- -0-
400 COMMODITIES -0- -0- -0- -0- -0- -0-
500 EOIJIPMENT -0- -0- -0- -0- -0- -0-
600 LAND & STRUCTURES -0- -0- -0- -0- -0- -0-
700 GRANTS, CLAIMS, ETC. -0- -0- -0- -0- -0- -0-

TOTAL -0- -0- -0- -0- -0- -0-

FUNDING (Thousands of Dollars)
GENERAL FUND - 0 - - 0 - - 0 - - 0 - - o - - 0 -
FEDERAL FUNDS - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
OTHER (Specify Fund Source) - 0 - - 0 - - 0 - . . . - 0 -  . . . - 0 - - 0 -

POSITIONS 
FULL TIME - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
PART TIME - 0 - - 0 - - 0 - .-oTT1 - , 0 T . - 0 -
TEMPORARY - 0 - - 0 - - 0 - - 0 -  ... . . . .  - 0 . T . - 0 -

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

IV. DATE 3/21/80___________ PREPARED BY
AGENCY ____

Original: Legislative Finance  PHONE__________ 276-1363
cc: Budget and Management

Prime Sponsor (First Legislator Named)

Department-of—Revenue

3 3 - 0 0 1  ( R e v .  1 2 / 7 9 )
a g o  7 8 7 3 6 a



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

E L E V E N T H  L E G I S L A T U R E

FISCAL NOTE

REQUEST wpqqR 31 3Bill/Resolution AoELS S B __________________________________
Ti11e Exemp t i ng C e r t a in  V e h ic u l a r  Proper t y  f rom AS 43.56_
Requested by   Date.

II. FISCAL DETAIL
Agency Affected Rsvsnue 
Program Category Affected Genera l Government
BRU, Program, or Subprogram(s) Affected. Petro leum Revenue
(Note: If more than one budget component is affected, separate line-item amounts and funding for each , 

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

FY 80 . FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES -0- -0- -0- -n- . -n- ......-0- ..
?00 TRAVEL -0- -0-____________ -0- -- - - *0- - — 0- ■ o
300 CONTRACTUAL -0- -0- - 0 - -0- . . . . -n- •
400 COMMODITIES -0- -0- -0- -0- -0- -n-
500 EQUIPMENT -0- -0- -.0- ________-0 - -0- • -o- .

600 LAND & STRUCTURES -0- -_Q- ..-0" _ . -0- . - 0
700 GRANTS. CLAIMS, ETC. 1.054 -0- -0- . -0- -0- -0-

TOTAL

FUNDING (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS 

FULL TIME

[479]

-0-

[330]

-0-

[360]

-0-

[390]

-0-

[420]

-0-

[450]

-0-
.PART TIME -0- ._r 0 - . -0- . __-G- .. -Q- -0-
TEMPORARY -0- -0- . -0- -0- -0- -0- .......

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III) The p r o s p e c t i v e  e f f e c t  o f  
t h i s  b i l l  wou ld be a r e d u c t io n  i n  AS 43.56 tax r e c e i p t s  to the S ta te  from 
$330,000 i n  1981 to $450,000 i n  1985 (trended from the 1980 assessment r o l l )  
assuming th a t  the S ta te  ne ts  about 60% o f  the 20 m i l l  tax l e v i e d  on t h e  covered 
p roper ty .  The rema inder (4L'%) wou ld o r d i n a r i l y  pass to a m u n i c i p a l i t y  bu t i t  i s  
very  u n c e r t a i n  t h a t  the m u n i c i p a l i t i e s  wou ld i n  f a c t  be a b l e  to assess and tax 
movable p rope r ty  o f  the type p r im a r i l y  addressed by t h i s  b i l l .  C onsequen t ly  the 
m u n i c i p a l i t i e s  m igh t a ls o  lo s e  tax revenue .
I n  a d d i t i o n ,  the S ta te  wou ld have to re fund  at l e a s t  $1,054,043 i n  gross taxes 
fo r  the amounts assessed fo r  years 1974 through 1979. Assuming the  b i l l  i s  
enacted and implemented p r i o r  to June 1980 c o l l e c t i o n  o f  ta x ,  an a d d i t i o n a l  
$478,768 i n  1980 s ta te  revenues ( i n c l u d i n g  p r i o r  year ad justment) w i l l  be foregonel 
See Tab le  A R ev is ed .  The re fund  to taxpayers would i n c l u d e  app ro x im a te ly  $400,000| 
c r e d i t e d  by the S ta te  to taxpayers fo r  taxes p a id  to m u n i c i p a l i t i e s .

IV. DATE 3/27/80
O r i g i n a l :  L cp . i s 1 a t iv e  F i n a n c e
c c :  B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

3 3 - 0 0 1  ( R e v .  1 2 / 7 9 )
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I n t r o d u c e d :  1 / 1 4 / 8 0
R e f e r r e d :  F i n a n c e

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."

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 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 scrips 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 local government

-1- SB 1,1
AGO 7 8 7 3 6 9
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services, [OR] oil and gas pipeline systems owned and operated by a 

certificated public utility regulated by the Alaska Public Utili­

ties Commission, or property owned by air carriers and motor 

freight carriers regulated by the Alaska Transportation Commission?

* Sec. 2. This Act takes effect January 1, 1981.
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O r i g i n a l  s p o n s o r :  S a c k e t t O f f e r e d :  3 / 3 1 / 8 0
R e f e r r e d :  R u l e s

IN THE SENATE BY THE FINANCE COtiMITTEE

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 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; "taxable property" includes [, INCLUDING]

(i) machinery, appliances, supplies, and equipment

[,]

(ii) drilling rigs, wells (whether producing or 

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

compressor stations, power plants, topping plants, and pro­

cessing unit8j_ [,]

(ill) roads, tank farms, tanker terminals, docks and
-1- H C S S B  3 1 3
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other port facilities, air strips and communication equipment 

and facilitieŝ  [,]

(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 facilitiesj

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

(i) permanent residenceŝ  f >1

(ii) office buildings requiring substantial local 

government servicesj_ [, OR]

(iii) oil and gas pipeline systems owned and operated 

by a certificated public utility regulated by the Alaska 

Public Utilities Commission) and

(iv) aircraft and motor vehicles, except aircraft 

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).

#  - 2 -  H C S S B  3 1 3
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TABLE A REVISED 
(ASSUMES ENACTMENT BEFORE PAYMENT OF 1980 TAXES)

___________________ 1979 197S 1977 1976 1975 1974

Number of Taxpayers

Total Actual Rebate

Estimated Audit Assessment 
Pertaining to Tax Period

Total Cost

10 9 9 9 2

293,936 278,100 274,330 160,095 42,514 5,018

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

433,986 418,100 274,330

0

160,095

0

42,514

0

5,018

ESTIMATED ADJUSTMENTS 1978

1979

1980

STATE SHARE OF AUDIT 
ADJUSTMENTS (601)

REVENUE FOREGONE 1980 

Number of Probable Taxpayers 

Amount of Probable Collections 

State Share (601)

140.000

140.000

140.000

420.000 

 . 6

252.000

9

377,279

.6

TOTAL ACTUAL REBATE 1,054,043

STATE SHARE OF
ESTIMATED ADJUSTMENTS 252,000

STATE SHARE OF 1980
PROBABLE COLLECTIONS 226,768

TOTAL COST TO THE STATE $1,532,811

$ 2 2 6 , 7 6 8

AG
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I n t r o d u c e d :  1 / 1 4 / 8 0
R e f e r r e d :  F i n a n c e

I N  TH E  SEN A TE 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

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 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;

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

residences, office buildings requiring substantial local government

Commission from the oil and gas exploration, production 

and pipeline transportation property tax; and providing 

for an effective date."

-1- SB 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-

5 portation Commission;

6 * Sec. 2. This Act takes effect January 1, 1981.
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Prepare a comnittee substitute as follows:

On Page 1, line 8 anil Page 2, line 5 - After "Alaska Transportation 
Commission" insert "or subject to Public Law 95-504, the Airline 
Deregulation Act of 1978".

On Page 2, line 3 - Before "vehicular" insert "aircraft or".

Add a Sec. 2. to read - "The commissioner of revenue shall provide the 
commissioner of revenue with the names of taxpayers who paid the state 
after December 31, 1973, a tax levied on aircraft or vehicular property 
owned or leased by carriers regulated by the Alaska Transportation 
Commission or suject to Public Law 95-504, the Airline Deregulation 
Act of 1973, and exempted by AS 43.56.210(6) as amended by Sec. 1 
of this Act, and the amount paid by the taxpayer as determined by 
the commissioner of revenue."

Add a Sec. 3 to read - "Section 1 of this Act is retroactive to 
January 1, 1974."

Add a Sec. 4 to read - "This Act takes effect immediatly in accordance 
with AS 01.10.070(c)."

AGO 7 8 7 3 6 0  X .\
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I, the undersigned, an employee o f the State o f Alaska, do hereby certify 

that the m icrofilm  images on this m icroform  are accurate reproductions 

o f the original records o f the State o f Alaska as accumulated during the 

regular course o f business, and that it is the established policy and practice 

o f this State to m icrofilm  its records and to dispose o f the original records

after m icrofilm  reproductions have been made.

(J  Signature o f Camera Operator Date



s p o n s o r :  R u l e s / G o v e r n o r

HOUSE CS FOR SENATE BILL NO. 315 
IN  THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act e n t i t l e d :  "An Act r e l a t i n g  to the inves tment of s ta te  funds; and
p r o v id in g  fo r  an e f f e c t i v e  da te ."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t io n  1. AS 14.25.180(b) i s  amended to read:

(b) When, i n  the o p in io n  o f the commissioner o f a dm in i s t r a t i o n ,  
the re  i s  on hand i n  the r e t i r em en t  fund a surp lus  over and above a 
reasonab ly  safe amount to take care o f cu r ren t  demands upon the fund, 
the su rp lu s  or so much o f i t  as i n  the judgment of the commissioner of 
a dm in i s t r a t i o n  i s  cons ide red  proper may be in v e s te d  at c om pe t i t i v e  na ­
t i o n a l  market ra tes  by the commissioner of revenue i n

[(1) BONDS OR OTHER INTEREST-BEARING OBLIGATIONS A!,D 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, I F  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 f e d e r a l l y  char te red  sav ings and loan associa-

T H E  S E N A T E  B Y  T H E  F I N A N C E  C O M M I T T E E
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t i o n s  i n  A laska, to the ex ten t th a t  the inves tment i s  insured by the 
f e d e ra l  government or by an agency of the f e d e ra l  government;

(5) depos i t s  w i t h  mutua l sav ings banks i n  A laska, to the
ex ten t  th a t  the inves tmen t i s  in su red  by the f e d e ra l  government or an
agency of the f e d e r a l  government;

(6) d epos i t s  w i t h  s ta te  and n a t i o n a l  banks i n  Alaska to the
ex ten t t h a t  the inves tment i s  in s u red  by the f e d e ra l  government or an
agency of the f e d e r a l  government;

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

(8) (de le ted) ;
(9) the guaranteed p o r t i o n  of Smal l Business A dm in is t r a t io n

lo a n s ;
(10) f i r s t  l i e n  r e a l  e s ta te  mortgages guaranteed by the 

f e d e r a l  Veterans A dm in is t r a t io n ;
(11) notes secured by mortgages of commercia l or r e s i d e n t i a l  

b u i l d i n g s  [REAL ESTATE OR OTHER SECURITY] i f  the mortgages are insured 
by a p r i v a t e  mortgage insurance  co rp o ra t io n  which i s  au tho r iz ed  to do 
bus iness  i n  Alaska and has combined c a p i t a l ,  surp lus  and reserves aggre­
g a t in g  a t  l e a s t  $20,000,000; however,

(A) no mortgage in s u ran ce  i s  necessary for commercia l 
loans ha v in g  loan-to-va lue r a t i o s  of le ss  than 50 percent and the 
minimum coverage of other commercia l loans s h a l l  be 10 percen t for  
those h a v in g  a loan-to-va lue r a t i o  o f 50-60 percen t and 15 percen t 
f o r . t h o s e  ha v in g  a loan-to-va lue r a t i o  g rea te r  than 60 percen t but 
no more than 75 pe rcen t ,  and

(B) no mortgage in su rance  i s  necessary for r e s i d e n t i a l  
loans h a v in g  a- loan-to-va lue r a t i o  of l e s s ’ than 70 percen t and the 
minimum coverage of other r e s i d e n t i a l  loans s h a l l  be 10 percen t for

- 2 -  H C S S B  3 1 5



those ha v in g  a loan-to-va lue r a t i o  g rea te r  than 70 percent but le ss  
than 90 percen t and 20 percen t fo r  those h a v in g  a loan-to-va lue 
r a t i o  of 90 percen t ;

(12) con v en t io n a l  r e s i d e n t i a l  mortgages i f  the o r i g i n a t i n g  
f i n a n c i a l  i n s t i t u t i o n  r e t a in s  a t l e a s t  25 percen t o f the mortgage fo r  a 
minimum of two y e a r s ;

(13) notes secured by mortgages of commercia l b u i l d i n g s  [REAL 
ESTATE] i f  the o r i g i n a t i n g  f i n a n c i a l  i n s t i t u t i o n  r e t a in s  at l e a s t  25 
percen t  of the mortgage u n t i l  m a t u r i t y ;

(14) FHA guaranteed p o r t i o n  of bus iness and i n d u s t r i a l  loans 
made under the Rura l Development Act o f  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, 
I F  (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 wh ich  are e l i g i b l e  fo r  d is coun t  at 
the  Federa l Reserve Bank and [NEGOTIABLE TIME] c e r t i f i c a t e s  of depos i t  
is sued  by Un i ted  States domest ic [COMMERCIAL] banks wh ich are members of 
the Federa l Depos it  In surance  Co rpo ra t io n  i f  a g e n e r a l l y  recogn ized 
secondary market e x is t s  fo r  the c e r t i f i c a t e s  of depos i t ;

(18) o b l i g a t i o n s  o f ,  or o b l i g a t i o n s  insu red  by or guaranteed 
by, the Un i ted  States or agenc ies or i n s t r u m e n t a l i t i e s  of the Un ited  
S t a t e s ;

(19) o b l i g a t i o n s  secured by rese rves  pa id  i n  by the Un ited  
States or agenc ies or i n s t r u m e n t a l i t i e s  of the  Un i ted  States or o b l i g a ­
t i o n s  of co rpo ra t io ns  i n  wh ich the U n i ted  States i s  a shareho lder  o r  

member;
(20) corpora te  debt s e c u r i t i e s  w i t h  a minimum r a t i n g  of "A" or

an e q u iv a l e n t  r a t i n g  by a n a t i o n a l l y  re cogn ized  r a t i n g  o r g a n iz a t io n ;
(21) p re fe r re d  and common stock of companies wh ich have pa id

d iv id e nd s  i n each of the th ree years immed ia te ly  p reced ing  the inves t-
men-t;

(22) commercia l paper bea r ing  the h ig h e s t  r a t i n g  of a nat ion-
a l l y  recogn ized  r a t i n g  o rg a n iz a t io n ;

(23) s e c u r i t i e s  of f o r e ig n  governments, f o r e ig n  governmental
a genc ie s ,  and f o r e ig n  co rpo ra t io ns  the p r i n c i p a l ,  i n t e r e s t  or d iv id end s  
on wh ich are payable i n  e i t h e r  Un ited  States d o l l a r s  or f o r e ig n  c u r ren ­
c i e s ;  however, investments under t h i s  paragraph may not exceed 15 p e r ­
c e n t ' o f  the t o t a l  investments o f the r e t i r em en t  fund;

(24) f o r e ig n  t ime depos i ts  of both Un ited  States-owned and 
fore ign-owned banks and t r u s t  companies denominated i n  e i t h e r  Un ited

- 4 - H C S S B  3 1 5
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States d o l l a r s  or f o r e ig n  c u r r e n c ie s ;  however, investments under t h i s  
paragraph may not exceed 25 percen t o f the t o t a l  inves tments of the r e ­
t i r em en t  fund;

(25) go ld  b u l l i o n  i f  i t  i s  r e g is t e r e d  w i t h  a n a t i o n a l l y  recog­
n iz ed  dea le r  and i s  c e r t i f i e d  as to f in enes s  of at l e a s t  99.5 pe rcen t ;  

however, inves tments under t h i s  paragraph may not exceed 15 percen t  of 
the t o t a l  investments of the r e t i r em en t  f u n d .

* Sec. 2. AS 14.25.180(c) i s  amended to read:
(c) I n  making investments the commissioner of revenue s h a l l  e x e r ­

c i s e  the judgment and care under the c ircumstances then p r e v a i l i n g  which 
an i n s t i t u t i o n a l  i n v e s to r  [MEN] of o rd in a ry  prudence, d i s c r e t i o n ,  and 
i n t e l l i g e n c e  exe rc is e s  [EXERCISE] i n  the management of la rg e  investments 

en t rus ted  to i t  [THEIR OWN AFFAIRS] no t i n  regard to s p e c u la t i o n  but i n  
regard to the permanent d i s p o s i t i o n  o f [THEIR] funds , c o n s id e r in g  [THE] 
p robab le  sa fe ty  of c a p i t a l  as w e l l  as probab le  income [THEREFROM AS WELL 
AS THE PROBABLE SAFETY OF THEIR CAPITAL]. However, no more than 50 
percen t of the r e t i r em en t  fund may be in v e s te d  at any g iv e n  t ime i n  
corpora te  stocks and debt s e c u r i t i e s  [BONDS], nor may more than f i v e  
percen t of the v o t i n g  stock of a_ [ANY] co rpo ra t io n  be owned. Stocks 
e l i g i b l e  fo r  purchase are r e s t r i c t e d  to stocks wh ich , except fo r  bank 
stocks and insu rance  stocks , are l i s t e d  upon an exchange r e g is t e r e d  w i t h  
the Federa l S e c u r i t i e s  and Exchange Commission,

* Sec. 3. AS 14.25.180(d)(5) i s  amended to read:
(5) r e g i s t e r  investments h e ld  i n  the r e t i r em en t  fund i n  the 

name of the system;
* Sec. 4. AS 14.25.180(e) i s  repea led  and re-enacted to read:

(e) To q u a l i f y  as a mortgage which may be purchased under ( b ) ( l l ) ,
(12) or (13) of t h i s  s e c t io n ,

(1) the o r i g i n a t i n g  f i n a n c i a l  i n s t i t u t i o n  must c e r t i f y  tha t
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the mortgage has been made i n  comp l iance w i t h  law and tha t  l i e n s  sup­
p o r t i n g  the mortgage have been pe r fe c ted ;

(2) the  mortgage may not have been h e ld  by the o r i g i n a t i n g  
f i n a n c i a l  i n s t i t u t i o n  fo r  a p e r io d  g rea te r  than 90 days.

* Sec. 5. AS 14.25.180 i s  amended by add ing new subsec t ions  to read:
(g) The commissioner of revenue may en te r  i n t o  fu tu res  con trac ts

fo r  the s a le  of inves tments purchased under (b) of t h i s  s e c t io n  o n ly  fo r
the purpose of hedg ing an e x i s t i n g  e q u iv a l e n t  ownership p o s i t i o n  i n  the 
in v e s tm en ts .

(h) The commissioner of revenue may t r a n s f e r  a t any t ime a p o r t io n  
of the assets of the r e t i r em en t  fund to a t r u s t  wh ich i s  q u a l i f i e d  under 
sec . 401(a) and exempt from t a x a t io n  under sec . 501(a) of the I n t e r n a l  
Revenue Code of 1954, as amended, and wh ich i s  m a in ta in ed  as a medium 
f o r  p o o l i n g  a p o r t i o n  of the funds of pens ion  and p r o f i t- s h a r in g  t ru s ts  
fo r  d i v e r s i f y i n g  investments i n  r e a l  es ta te  and i n t e r e s t s  i n  r e a l  
e s t a t e .

( i)  The commissioner of revenue may en te r  i n t o  a con t ra c t  or t r u s t
agreement necessary to e f f e c t u a t e  the t r a n s fe r  of assets of the r e t i r e ­
ment fund or to m a in t a in  the assets of the re t i r em en t  fund to be t ra n s ­
f e r red  to a t r u s t  under (h) of t h i s  s e c t io n .

* Sec. 6. AS 37.10.070 i s  repea led  and re-enacted to read:
Sec. 37.10.070. INVESTMENT OF SURPLUS FUNDS. (a) When the 

commiss ioner of revenue determ ines th a t  there  i s  i n  the s ta te  treasury  a 
su rp lus  above an amount s u f f i c i e n t  to meet cu r ren t  and p ro je c t e d  cash 
expend i tu re  needs, the su rp lus  s h a l l  be in v e s ted  at c om pe t i t i v e  n a t io n a l  
market ra tes un less o therw ise  p rov ided  by law i n  any of the f o l l o w in g :

(1) o b l i g a t i o n s  o f ,  or o b l i g a t i o n s  insured  or guaranteed by, 
the Un i ted  States or agenc ies or i n s t r u m e n t a l i t i e s  of the Un ited  States;

(2) o b l i g a t i o n s  secured by reserves pa id  i n  by the Un ited
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States or agenc ies or i n s t r u m e n t a l i t i e s  of the  Un ited  States or o b l i g a ­
t io n s  of co rpo ra t io ns  i n  wh ich the  U n i t e d  States i s  a shareho lder or 

member;
(3) c e r t i f i c a t e s  of depos i t  issued  by Un i ted  States domestic 

banks which are members of the Federa l Depos i t  Insurance  Co rpora t ion  for 
wh ich a g e n e r a l l y  recogn ized  secondary market e x is t s  or wh ich are 
secured f u l l y  at a l l  t imes as to the payment of p r i n c i p a l  and i n t e r e s t  
i n  accordance w i t h  Alaska law;

(4) corpora te  debt s e c u r i t i e s  w i t h  a minimum r a t i n g  of "Baa" 
or the e q u iv a le n t  by a n a t i o n a l l y  recogn ized  r a t i n g  o r g a n iz a t io n  and the 
p re fe r red  and common stocks of companies which have pa id  d iv id ends  
co n t in uo u s ly  fo r  the l a s t  th ree  years;

(5) commercia l paper b ea r ing  the h ig h e s t  r a t i n g  of a na­
t i o n a l l y  recogn ized  r a t i n g  o r g a n iz a t io n ;

(6) s e c u r i t i e s  o f f o r e ig n  governments, f o r e ig n  governmental 
agenc ies ,  and f o r e ig n  co rpo ra t io ns  the p r i n c i p a l ,  i n t e r e s t  or d iv id ends  
of which are payab le  i n  e i t h e r  Un ited  States d o l l a r s  or f o r e ig n  cu r ren ­
c ie s  ;

(7) bankers acceptances drawn on and accepted by banks w i t h  a
combined c a p i t a l  and su rp lus  aggregat ing  at l e a s t  $200>000,000;

(8) shares of f e d e r a l l y  charte red sav ings and loan a s so c ia ­
t io n s  i n  Alaska wh ich are f u l l y  secured at a l l  t imes as to the payment
of p r i n c i p a l  and i n t e r e s t  i n  accordance w i t h  Alaska law;

(9) sav ings c e r t i f i c a t e s  issued by s ta te-chartered sav ings 
and loan-assoc ia t ions  i n  Alaska which are f u l l y  secured at a l l  t imes as 
to the payment of p r i n c i p a l  and i n t e r e s t  i n  accordance w i th  Alaska law;

(10) depos i ts  w i t h  mutual sav ings banks i n  Alaska which are
f u l l y  secured at a l l  t imes as to the payment o f ' p r i n c i p a l  and i n t e r e s t

t

i n  accordance w i th  Alaska law;
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(11) f ixed- term c e r t i f i c a t e s  of indebtedness of f e d e r a l l y  

insu red  c r e d i t  un ions i n  Alaska wh ich are f u l l y  secured at a l l  t imes as 
to the payment of p r i n c i p a l  and i n t e r e s t  i n  accordance w i t h  Alaska law;

(12) f o r e ig n  t ime depos its  of both Un ited  States-owned and 
foreign-owned banks and t r u s t  companies denominated i n  e i t h e r  Un ited 
States d o l l a r s  or f o r e ig n  c u r ren c ie s ;

(b) The m a tu r i t y  date of an investment made under (a) o f t h i s  
s e c t io n  may not be l a t e r  than one year a f t e r  the date of the inves tmen t .

(c) I n  making inves tmen ts , the commissioner of revenue s h a l l  
e x e r c is e  the judgment and care under the c ircumstances then p r e v a i l i n g  
which an i n s t i t u t i o n a l  i n v e s t o r  of o rd ina ry  prudence, d i s c r e t i o n ,  and 
i n t e l l i g e n c e  exe rc is e s  i n  the management of la rg e  investments en trusted 
to i t  not i n  regard to s p e c u la t io n  but i n  regard to the permanent d is po ­
s i t i o n  of funds , c o n s id e r in g  probab le sa fe ty  of c a p i t a l  as w e l l  as 
p robab le  income.

(d) Except as p rov ided  i n  t h i s  s e c t io n ,  the commissioner of 
revenue may

(1) i n v e s t  and r e i n v e s t  the p r i n c i p a l  and income w ithou t  
d i s t i n c t i o n  between p r i n c i p a l  and. income;

(2) s e l l ,  exchange, convey, t r a n s f e r ,  or o therw ise  d ispose of 
an investment of the genera l fund by p r i v a t e  c on t ra c t  or at p u b l i c  
a u c t io n ;

(3) vote upon a stock, bond, or other s e c u r i t y ;  g iv e  a 
genera l or s p e c ia l  proxy or power of a t to rney  w i th  or w i thou t  power of 
s u b s t i t u t i o n ;  e x e r c is e  a convers ion  p r i v i l e g e ,  s u b s c r ip t i o n  r i g h t ,  or 
other o p t io n  and make payments i n c i d e n t a l  to i t ;  consent to or p a r t i c i ­
pate i n  a corporate r e o r g a n iz a t io n  or other change a f f e c t i n g  corporate 
s e c u r i t i e s ,  de lega te  d is c r e t i o n a r y  power, pay an assessment or charge i n  
connec t ion  w i th  the d e le g a t io n ;  and g e n e r a l l y  e x e r c is e  any of the powers
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of an owner w i t h  respec t  to stocks , bonds, s e c u r i t i e s ,  or o ther i n v e s t ­
ments h e ld  i n  the genera l fund;

(A) make, execu te , acknowledge, and d e l i v e r  documents of 
t r a n s fe r  and conveyance and ins truments necessary or app rop r ia te  to 
ca rry  out the powers granted;

(5) r e g i s t e r  investments h e ld  i n  the name of the s ta te ;
(6) do a l l  acts whether or not exp ress ly  au tho r iz ed  which are 

cons idered necessary or proper fo r  the p r o t e c t i o n  o f the inves tmen ts .
(e) The commissioner of revenue may en te r  i n t o  fu tu res  con trac ts  

fo r  the sa le  of investments purchased under (a) of t h i s  s e c t io n  on ly  for  
the purpose of hedg ing an e x i s t i n g  e q u iv a l e n t  ownership p o s i t i o n  i n  
these inves tmen ts .

(f) The commissioner of revenue may en te r  i n t o  con t rac ts  fo r  
s e r v ic e s  p r o v id in g  inves tment a d v ic e ,  custody of s e c u r i t i e s ,  and execu­
t i o n  of t r a n s a c t io n s ,  i n  or out of A laska.

* Sec. 7. AS 39.35.110(a) i s  amended to read:
(a) When, i n  the o p in io n  of the commissioner of a dm in i s t r a t i o n ,  

the re  i s  on hand i n  the pens ion fund a su rp lus  over and above a reason­
ab ly  safe amount to take care of curren t demands upon the fund , the 
s u rp lu s ,  or so much of i t  as i n  the judgment of the commissioner of 
a dm in i s t r a t io n  i s  cons idered proper , may be in v e s ted  at com pe t i t i v e  
n a t i o n a l  market ra tes by the commissioner of revenue i n

[(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
-SHOWN 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 f e d e r a l l y  charte red sav ings and lo an  a s so c ia ­
t i o n s  i n  Alaska, to the ex ten t tha t  the [SUCH] inves tmen t i s  in su red  by 
the f e d e ra l  government or an agency of the f e d e r a l  government [THEREOF];

(6) depos i ts  w i t h  mutua l sav ings banks i n  A laska, to  the 
ex ten t  tha t  the [SUCH] inves tment i s  in su red  by the f e d e r a l  government 
or an agency of the f e d e r a l  government [THEREOF];

(7) depos i ts  w i t h  s ta te  and n a t i o n a l  banks i n  Alaska to  the 
ex ten t  tha t  the inves tment i s  in su red  by the fe d e ra l  government or an 
agency of the f e d e r a l  government;

(8) [MUTUAL FUNDS;]
(9) the guaranteed p o r t io n  of Smal l Bus iness A dm in is t r a t io n

l o a n s ;

(10) f i r s t  l i e n  r e a l  es ta te  mortgages guaranteed by the 
f e d e r a l  Veterans A dm in is t r a t io n ;

(11) notes secured by mortgages of commercia l or r e s i d e n t i a l  
b u i l d i n g s  [REAL ESTATE OR OTHER SECURITY] i f  the mortgages are insu red  
by a p r i v a t e  mortgage insu rance  co rpo ra t io n  which i s  a u tho r iz ed  to do

'bus iness i n  Alaska and has combined c a p i t a l ,  surp lus and reserves aggre­
g a t in g  at l e a s t  $20,000,000; however,

(A) no mortgage insu rance  i s  necessary fo r  commercia l
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loans ha v in g  loan-to-va lue r a t i o s  of le ss  than 50 percen t  and the 
minimum coverage of other commercia l loans s h a l l  be 10 percen t  fo r  
those ha v in g  a loan-to-va lue r a t i o  of 50-60 per cent and 15 percen t  
fo r  those ha v in g  a loan-to-value r a t i o  g rea te r  than 60 percen t but 
no more than 75 pe rcen t ,  and

(B) no mortgage insu rance  i s  necessary fo r  r e s i d e n t i a l  
loans ha v in g  a loan-to-va lue r a t i o  of le s s  than 70 percen t and the 
minimum coverage of o ther r e s i d e n t i a l  loans s h a l l  be 10 percent- fo r  
those ha v in g  a loan-to-va lue r a t i o  grea te r  than 70 percen t but le ss  
than 90 percen t and 20 percen t  fo r  those hav ing  a loan-to-va lue 
r a t i o  of 90 percen t ;

(12) co n v e n t io n a l  r e s i d e n t i a l  mortgages i f  the  o r i g i n a t i n g  
f i n a n c i a l  i n s t i t u t i o n  r e t a in s  at l e a s t  25 percen t of the mortgage fo r  a 
minimum of two y e a r s ;

(13) notes secured by mortgages of commercia l b u i l d i n g s  [REAL 
ESTATE] i f  the o r i g i n a t i n g  f i n a n c i a l  i n s t i t u t i o n  r e t a in s  at l e a s t  25 
percen t  of the mortgage u n t i l  m a t u r i t y ;

(14) FHA guaranteed p o r t i o n  of bus iness and i n d u s t r i a l  loans 
made under the Rura l 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 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,
I F  (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 wh ich are e l i g i b l e  fo r  d is coun t  a t 
the Federa l Reserve Bank and [NEGOTIABLE TIME] c e r t i f i c a t e s  of d epos i t  
is sued  by Un ited  States domest ic [COMMERCIAL] banks wh ich are members of 
the Federa l Depos i t  In su rance  Co rpo ra t io n  i f  a g e n e r a l l y  recogn ized  

secondary market e x i s t s  f o r  the c e r t i f i c a t e s  of depos i t ;
(18) o b l i g a t i o n s  o f ,  or o b l i g a t i o n s  in su red  by or guaranteed 

by, the Un ited  States or agenc ies or i n s t r u m e n t a l i t i e s  of the Un ited  

S t a t e s ;
(19) o b l i g a t i o n s  secured by reserves pa id  i n  by the Un ited  

States or agenc ies or i n s t r u m e n t a l i t i e s  of the Un ited  States or o b l i g a ­
t i o n s  of co rpo ra t io ns  i n  wh ich  the Un i ted  States i s  a shareho lder  or 

member;
(20) corpora te  debt s e c u r i t i e s  w i th  a minimum r a t i n g  of "A" or 

an e q u iv a l e n t  r a t i n g  by a n a t i o n a l l y  recogn ized  r a t i n g  o rg a n iz a t io n ;
(21) p re fe r re d  and common stock of companies wh ich have pa id  

d iv id e n d s  i n  each of the th ree  years immed ia te ly  p reced ing  the i n v e s t ­
ment ;

(22) commercia l paper b e a r in g  the h ig h e s t  r a t i n g  of a n a t i o n ­
a l l y  recogn ized  r a t i n g  o r g a n iz a t io n ;

(23) s e c u r i t i e s  of f o r e ig n  governments, f o r e ig n  governmental 
agenc ie s ,  and f o r e ig n  co rpo ra t io ns  the p r i n c i p a l ,  i n t e r e s t  or d iv id ends  
on wh ich are payab le  i n  e i t h e r  Un i ted  States d o l l a r s  or fo r e ig n  c u r re n ­
c ie s ;  however, investments under t h i s  paragraph may not exceed 15 p e r ­
cent o f the t o t a l  inves tments of the pens ion  fund;

(24) f o r e ig n  t ime depos i ts  o f both Un ited  States-owned and 
fore ign-owned banks . and t r u s t  companies denominated i n  e i t h e r  Un ited
States d o l l a r s  or f o r e ig n  c u r r e n c ie s ;  however, investments under t h i s
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I

paragraph may not exceed 25 percen t  of the t o t a l  investments of the pen­

s io n  fund;
(25) go ld  b u l l i o n  i f  i t  i s  r e g is t e r e d  w i t h  a n a t i o n a l l y  recog ­

n iz ed  dea le r  and i s  c e r t i f i e d  as to  f in eness  of at l e a s t  99.5 percen t ;  
however, investments under t h i s  paragraph may not exceed 15 percen t  of 
the t o t a l  investments of the pens ion  f u n d .
Sec. 8. AS 39.35.110(c) i s  amended to read:

(c) I n  making investments the commissioner of revenue s h a l l  exer ­

c i s e  the judgment and care under the c ircumstances then p r e v a i l i n g  wh ich 
an i n s t i t u t i o n a l  in v e s to r  [A MAN] of o rd i i i a ry  prudence, d i s c r e t i o n ,  and 
i n t e l l i g e n c e  exe rc is es  i n  the management of la rg e  investments en trus ted  
to i t  [HIS OWN AFFAIRS] not i n  regard to  s p e c u la t io n  but i n  regard to 
the permanent d i s p o s i t i o n  of [HIS] funds , c o n s id e r in g  [THE] probab le  
sa fe ty  of c a p i t a l  as w e l l  as p robab le  income [FROM THEM AS WELL AS THE 
PROBABLE SAFETY OF HIS CAPITAL]. However, no more than 50 percen t of 

• the pens ion  fund may be in v e s ted  at a g iv e n  t ime i n  [MUTUAL FUNDS AND] 
corpora te  stocks and debt s e c u r i t i e s  [BONDS], nor may [ANY] more than 
f i v e  percen t of the v o t i n g  stock of one co rpo ra t io n  be owned. Stocks 
e l i g i b l e  fo r  purchase are r e s t r i c t e d  to stocks wh ich ,  except fo r  bank 
stocks and [ ,]  insurance  stocks [, AND SHARES IN MUTUAL FUNDS], are 
l i s t e d  upon an exchange r e g is t e r e d  w i t h  the Federa l S e c u r i t i e s  and 
Exchange Commission.

* Sec. 9. AS 39.35.110(e) i s  repea led  and re-enacted to read:
(e) To q u a l i f y  as a mortgage wh ich may be purchased under (a)(11),

(12), o r ‘ (13) of t h i s  s e c t i o n ,
(1) the o r i g i n a t i n g  f i n a n c i a l  i n s t i t u t i o n  must c e r t i f y  th a t

the mortgage be ing  so ld  has been made i n  comp l iance w i t h  law and tha t  
l i e n s  suppor t ing  the mortgage have been pe r fec ted ;

(2) the mortgage may not have been h e ld  by the o r i g i n a t i n g
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f i n a n c i a l  i n s t i t u t i o n  fo r  a p e r io d  g rea te r  than 90 days.
* Sec. 10. AS 39.35.110 i s  amended by add ing new subsect ions to read:

(h) The commissioner of revenue may en ter i n t o  fu tu res  con trac ts  
fo r  the s a le  of investments purchased under (a) of t h i s  s e c t io n  on ly  fo r  
the purpose of hedg ing an e x i s t i n g  e q u iv a l e n t  ownership p o s i t i o n  i n  the 
in v e s tm en ts .

( i)  The commissioner of revenue may t r a n s fe r  at any t ime a p o r t io n  
of the assets of the re t i r em en t  fund to a t r u s t  which i s  q u a l i f i e d  under 

sec .  401(a) and exempt from t a x a t io n  under sec. 501(a) of the I n t e r n a l  
Revenue Code of 1954, as amended, and which i s  ma in ta ined  as a medium 
f o r  p o o l i n g  a p o r t i o n  of the funds of pens ion and p r o f i t  shar ing  t ru s ts  
fo r  d i v e r s i f y i n g  investments i n  r e a l  e s ta te  and i n t e r e s t s  i n  r e a l  es ­
t a t e .

(j ) The commissioner of revenue may enter i n t o  a con t ra c t  or t r u s t  
agreement necessary to e f f e c tu a t e  the t r a n s fe r  of assets of the pens ion  
fund or to m a in ta in  the assets of the pens ion fund to be t rans fe r red  to 
a t r u s t  under ( i) of t h i s  s e c t io n .

* Sec. 11. AS 03.10.054; AS 16.10.330, 16.10.550; AS 26.15.070(b);
LS 44.33.270(b), 44.33.370(b); AS 44.47.350(b); AS 45.88.040(b); AS 45.90.- 
140(b); and AS 45.95.020(b) are repea led .

* Sec. 12. AS 39.35.110(b) and (g) are repea led .
.* Sec. 13. S ec t io n  11 of t h i s  Act takes e f f e c t  J u ly  1, 1980.
* Sec. 14. Sec t ions  1 - 10, 13, and 14 of t h i s  Act take e f f e c t  immedi-

t te ly  i n  accordance w i t h  AS 01.10.070(c).
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( 1 1 )

COMMITTEE REPORT 
HOUSE

5/9/80

Mr. Speaker:
The Committee on

FURTHER:

FINANCE has had SB 315

"An A c t  r e l a t i n g  to search and r escue and creating a search and 
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O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

V

IN 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 e n t i t l e d :  "An Act r e l a t i n g  to the inves tment of s ta te  funds; and

p r o v id in g  fo r  an e f f e c t i v e  da te ."
BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t io n  1. AS 14.25.180(b) i s  amended to read:
(b) When, i n  the o p in io n  of the commissioner o f a dm in i s t r a t i o n ,  

th e re  i s  on hand i n  the r e t i r em en t  fund a su rp lu s  over and above a 
reasonab ly  safe amount to take care of cu r re n t  demands upon the fund , 
the  su rp lu s  or so much of i t  as i n  the judgment of the commissioner o f 
a d m in i s t r a t i o n  i s  cons ide red  proper may be in v e s te d  at c om pe t i t i v e  na­
t i o n a l  market ra tes  by the commissioner of revenue i n

[(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, I F  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 f e d e r a l l y  cha r te red  sav ings and loan associa-
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t i o n s  i n  A laska, to the ex ten t th a t  the inves tment i s  in su red  by the 
f e d e r a l  government or by an agency o f the f e d e r a l  government;
^ (5) depos i ts  w i t h  mutual sav ings banks i n  A laska, to the
ex ten t  th a t  the inves tmen t i s  in s u red  by the f e d e ra l  government or an 
agency of the f e d e r a l  government;

(6) depos i ts  w i th  s ta te  and n a t i o n a l  banks i n  Alaska to the 
ex te n t  t h a t  the inves tmen t i s  in s u red  by the f e d e r a l  government or an 
agency of the f e d e ra l  government;

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

(8) (de le ted) ;
(9) the guaranteed p o r t i o n  of Smal l Bus iness A dm in is t r a t io n

loans ;
(10) f i r s t  l i e n  r e a l  e s ta te  mortgages guaranteed by the 

f e d e r a l  Veterans A dm in is t r a t io n ;
(11) notes secured by mortgages of commercia l or r e s i d e n t i a l  

b u i l d i n g s  [REAL ESTATE OR OTHER SECURITY] i f  the mortgages are in su red  
by a p r i v a t e  mortgage insurance  co rp o ra t io n  wh ich i s  au tho r iz ed  to do 
bus iness i n  Alaska and has combined c a p i t a l ,  su rp lus  and reserves aggre­
g a t in g  at l e a s t  $20,000,000; however,

(A) no mortgage insurance  i s  necessary fo r  commercia l 
loans ha v in g  loan-to-va lue r a t i o s  of le ss  than 50 percen t and the 
minimum coverage o f other commercia l loans s h a l l  be 10 percen t  fo r  
those h a v in g .a  loan-to-va lue r a t i o  o f 50-60 percen t and 15 percen t 
fo r  those ha v in g  a loan-to-va lue r a t i o  g rea te r  than 60 percen t but 
no more than 75 pe rcen t ,  and

(B) no mortgage insu rance  i s  necessary fo r  r e s i d e n t i a l  
loans hav ing  a loan-to-va lue r a t i o  of le s s  than 70 percent and the 
minimum coverage of other r e s i d e n t i a l  loans s h a l l  be 10 percen t for
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those h a v i n g  a l o a n - t o - v a l u e  r a t i o  g r e a t e r  than 70 p e r c e n t  but less 

than 90 p e r c e n t  and 20 p e r c e n t  for those h a v i n g  a loan-t o - v a l u e  

^ r a t i o  of 90 percent;

(12) c o n v e n t i o n a l  r e s i d e n t i a l  m o r t g a g e s  if the o riginating  

f i n a ncial i n s t i t u t i o n  retains at least 25 p e r c e n t  of the m o r t g a g e  for a 

m i n i m u m  of two y e a r s ;

(13) notes secur ed b y  m o r t g a g e s  of comm er c i a l  b u i l dings  [REAL 

ESTATE] if the o r i g i n a t i n g  fin ancial i n s t i t u t i o n  retains at least 25 

p e r c e n t  of the m o r t g a g e  unt il m a t u r i t y ;

(14) F H A  g u a r a n t e e d  p o r t i o n  of b u s iness and industrial loans 

m a d e  u n d e r  t he Rural D e v e l o p m e n t  Act of 1972;

[(15) G U A R A N T E E D  P O R T I O N  OF L O A N S  MA DE U N D E R  T H E  F E D E R A L  SHIP 

F I N A N C I N G  A C T  OF 1972. NO M O R E  T H A N  25 P E R C E N T  OF THE SURPLUS MAY* BE 

I N V E S T E D  IN M O R T G A G E  S E C U R I T I E S  OF T H E  D E P A R T M E N T  OF COMMERCE, AND THE 

STATE SHALL A P P R O P R I A T E  S U F F I C I E N T  M O N E Y  F R O M  THE G E N E R A L  FUND TO R E I M­

BUR S E  T H E  T EACHERS' R E T I R E M E N T  S Y S T E M  FuR A N Y  L O S S E S ' I N C U R R E D  AS A 

R ESUL T OF F A I L U R E  OF THE O B L I G O R S  TO P A Y  O N  T H E  NOTES. NO MORE T H A N  

$ 4 0 0,000 OF TH E SURP LUS M A Y  BE I N V E S T E D  A N N U A L L Y  IN T H E  M O R T G A G E  S E C U R I­

TIES OF THE D E P A R T M E N T  OF N A T U R A L  RESOU RCES, AND THE STATE S HALL  A P P R O­

PRI A T E  S U F F I C I E N T  M O N E Y  F R O M  T H E  G E N E R A L  FUND TO R E I M B U R S E  T HE TEACHERS'. 

R E T I R E M E N T  S Y S T E M  FOR ANY L OS SES I N C U R R E D  AS A R E S U L T  OF F A I LURE OF THE 

O B L I G O R S  TO P A Y  O N  T H E  NOTES;

(16) BONDS, DEBENTURES, NOTES, OR O T H E R  O B L I G A T I O N S  ISSUED, 

GUARANTEED, OR A S S U M E D  AS TO EOTH P R I N C I P A L  AND INTERE ST BY THE G O V E R N­

ME N T  OF THE D O M I N I O N  OF CANADA, OR BY A N Y  P R O V I N C E  OF CANADA, OR BY ANY 

M U N I C I P A L I T Y  OF C A N A D A  W H I C H  HAS A P O P U L A T I O N  OF NOT LESS T H A N  150,000,

IF (A) THE FULL  FAITH AND C R E D I T  OF T H E  ISSUER, GUARANTOR, OR A S S U M E R  OF 

THE BONDS, DEBENTURES,  NOTES, OR O T H E R  O B L I G A T I O N S  IS PLED GED FOR THE' 

P A Y M E N T  O F * P R I N C I P A L  AND I N T E R E S T  O N  THEM, (B) T H E  P R I N C I P A L  AND I N T EREST
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29.

O N  T H E M  IS P A Y A B L E  IN U N I T E D  STATES CURRENCY, E I T H E R  U N C O N D I T I O N A L L Y  OR 

AT THE O P T I O N  OF T H E  HOLDER, A N D  (C) T H E S E  O B L I G A T I O N S  ARE RATED A OR AN 

E Q U I V A L E N T  Q U A L I T Y  BY A N A T I O N A L L Y  R E C O G N I Z E D  R A T I N G  ORGANIZATION;]

(17) bankers' a cceptance s w h i c h  are e l i g i b l e  for discount at 

the Federal R e s e r v e  Bank and [NEGOTIABLE TIME) c e r t i f i c a t e s  of deposit 

i ssued b y  U n i t e d  States domestic  [COMMERCIAL] banks w h i c h  are m e mbers of 

the Federal D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  if a g e n e r a l l y  recog n i z e d  

s e c o n d a r y  m a r k e t  exists for the c e rtif icates of deposit;

(18) o bligation s of, or o b l i g a t i o n s  insure d b y  or guaranteed 

by, the U n i t e d  States or agencies or i n s t r u m e n t a l i t i e s  of the United 

S t a t e s ;

(19) o bligati ons sec ured b y  r e s e r v e s  paid in by the U n i t e d  

States or age ncies or i n s t r u m e n t a l i t i e s  of the U n i t e d  States or o b l i g a­

tions of c o r p o r a t i o n s  in w h i c h  the U n i t e d  States is a s h a r e h o l d e r  or 

m e m b e r ;

(20) c o r p o r a t e  debt securiti es w i t h  a m i n i m u m  rating of "A" or 

an e q u i v a l e n t  r a t i n g  b y  a n a t i o n a l l y  r e c o g n i z e d  r a t i n g  organization;

(21) p r e f e r r e d  and c o m m o n  stock of com panies w h i c h  have paid 

divide nds in each of the three years i m m e d i a t e l y  p r e c e d i n g  the i n v e s t­

men t  ;

(22) commer cial pa per b e a r i n g  the h i g h e s t  r atin g of a n a t i o n­

ally r e c o g n i z e d  r a t i n g  organization;

(23) sec uri t i e s  of f o r e i g n  governments, f o reign g o vernment al 

agencies, and f o r eign c o r poration s the principal, inter est or dividends 

on  which  are p a y a b l e  in either U n i t e d  States dollars or foreign  c u r r e n­

cies; however, investments under this p a r a g r a p h  m a y  not exceed 15 p e r­

cent of the total investments  of the r e t i r e m e n t  fund;

(24) f o reign  time deposits of b o t h  U n i t e d  States - o w n e d  and • 

f o r e i g n - o w n e d  banks and trust companies d e n o m i n a t e d  in either U nited
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States dollars or f o r e i g n  currencies; however, i n v e s t m e n t s  under this 

p a r a g r a p h  m a y  not e x c e e d  25 percent of the total i n vestments of the r e­

tirement fund;
V

(25) gold b u l l i o n  if it is r e g i s t e r e d  w i t h  a n a t i o n a l l y  r e c o g­

nize d  dealer and is c e r t i f i e d  as to fineness of at least 99.5 percent; 

however, inve st m e n t s  under this p a r a g r a p h  m a y  not e x c e e d  15 p e r c e n t  of 

the total i n v estments of the r e t i r e m e n t  f u n d .

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

(c) In m a k i n g  investments the c o m m i s s i o n e r  of r e v e n u e  shall e x e r­

cise the j u d g m e n t  and care u nder the circu m s t a n c e s  t h e n  p r e v a i l i n g  w h i c h  

an instituti onal inve stor [MEN] of o r d ina ry prudence, discretion, and 

i n t e l l i g e n c e  e xercises [EXERCISE] in the m a n a g e m e n t  of large in vestments 

e n t r u s t e d  to it [THEIR O W N  AFFAIRS] not in rega rd to s p e c u l a t i o n  but in 

r e g a r d  to the p e r m a n e n t  d i s p o s i t i o n  of [THEIR] funds, c o n s i d e r i n g  [THE] 

p r o b a b l e  safety of capital as w e l l  as p r o b a b l e  income [THEREFROM AS WELL 

AS THE P R O B A B L E  S AFETY OF T H E I R  CAPITAL]. However, no m o r e  than 50 

p e rcent of the r e t i r e m e n t  fund m a y  be i n v e s t e d  at any g i v e n  time in 

c o r p orate  stocks and debt securities [BONDS], nor m a y  m o r e  than five 

p e r c e n t  of the. v o t i n g  stock of a [ANY] c o r p o r a t i o n  be owned. Stocks 

e l i g i b l e  for p u r c h a s e  are r e s t r i c t e d  to stocks which, except for bank 

stocks and i n s u ra nce stocks, are listed upo n an e x c hange r e g i s t e r e d  w i t h  

the Federal S e c u r i t i e s  and Exchange Commission.

* Sec. 3. AS 14.25.18 0(d)(5) is amended to read:

(5) r e g i s t e r  investments h e l d  in the r e t i r e m e n t  fund in the 

name of the system;

* Sec. 4. AS 14.25.180(e) is repea led and r e - e n a c t e d  to read:

(e) To q u a l i f y  as a m o r t g a g e  which may be p u r c h a s e d  u n d e r  ( b ) (11),

(12) or (13) of this section,

(1) the o r i g i n a t i n g  financial i n s t i t u t i o n  m u s t  c e r tify that
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the m o r t g a g e  has b e e n  made in complian ce w i t h  law and that liens s u p­

por t i n g  the m o r t g a g e  h a v e  b e e n  perfected;

^ (2) the m o r t g a g e  may not have b e e n  held b y  the o r i g i n a t i n g

financial i n s t i t u t i o n  for a p eriod greater than 90 days.

* Sec. 5. AS 14.25.180 is amended by adding n e w  subsections  to read:

(g) The c o m missioner of revenue may enter into futures contracts 

for the sale of in vest m e n t s  pur ch a s e d  under (b) of this s e c t i o n  only for 

the p u r p ose of h e d g i n g  an e x i sting equiva lent ownership p o s i t i o n  in the 

i n v e s t m e n t s .

(h) The c ommis s i o n e r  of revenue may transfer at any time a p o rtion 

of the assets of the retire m e n t  fund to a trust w h i c h  is q u a l i f i e d  under 

sec. 401(a) and exempt f r o m  t a x a t i o n  under sec. 501(a) of the I nternal 

R e v e n u e  Code of 1954, as amended, and which is m a i n t a i n e d  as a m e d i u m  

for p o oli ng a p o r t i o n  of the funds of p e n s i o n  and p r o f i t - s h a r i n g  trusts 

for d i v e r s i f y i n g  inv est m e n t s  in real estate and int erests in real 

estate.

(i) The c o mmissione r of revenue may enter into a contract or trust 

a g r e ement n e c e s s a r y  to effectu ate the tran sfer of assets of the r e t i r e­

men t  fund or to m a i n t a i n  the assets of the r e t i r e m e n t  fund to be t r a n s­

ferred  to a trust u nder (h) of this section.

* Sec. 6. AS 37.10.070 is r e p e a l e d  and re-e nacted to read:

Sec. 37.10.070. I N V E S T M E N T  OF SURPLUS FUNDS. (a) (Then the 

c o m m i s s i o n e r  of r e v e n u e  determines  that there is in the state treas u r y  a 

surplus above an amount sufficient to meet current and p r o j e c t e d  cash 

exp -v re needs, the surplus shall be invest ed at compet i t i v e  national 

mar r rates unless ot herwise provi d e d  by law in any of the following:

(1) obligat ions of, or obligations insured or guara n t e e d  by, 

the U n i t e d  States or agencies or instrument alities of the U n i t e d  States;

,(2.) obligations secured by reserves 'paid in by the U nited
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States or agencies or i n s t r u m e n t a l i t i e s  of the U n i t e d  States or o b l i g a­

tions of c o r pora tions in w h i c h  the U n i t e d  States is a s hareholde r or 

'member;

(3) cert if i c a t e s  of deposit issued b y  U n i t e d  States domestic 

banks w h i c h  are members of the Federal D e p o s i t  I n s u rance C o r p o r a t i o n  for 

w h i c h  a g e n e r a l l y  r e c o g n i z e d  s e c o n d a r y  m a r k e t  exists or w h i c h  are 

s e cur ed fully at all times as to the paymen t of p r i n c i p a l  and interest 

in accor d a n c e  w i t h  A laska law;

(4) c o r p orat e debt securit ies w i t h  a m i n i m u m  r a t i n g  of "Baa" 

or the equivalen t by a n a t i o n a l l y  r e c o g n i z e d  r a t i n g  o r g a n i z a t i o n  and the 

p r e f e r r e d  and common stocks of companies w h i c h  have paid dividends 

c o n t i n u o u s l y  for the last three years;

(5) c ommercial p a p e r  b e a r i n g  the h i g h e s t  r a t i n g  of a n a­

tion a l l y  r e c o g n i z e d  r a t i n g  organization;

(6) securitie s of f o r e i g n  governments, f o r eign governmental 

agencies, and f o r e i g n  c o r p orations the principal, interest or dividends 

of which are p a y a b l e  in either U n i t e d  States dollars or f o r e i g n  c u r r e n­

cies ;

(7) b a nkers a c ceptances drawn on and accepted by banks w i t h  a

co m bi ned capital and surplus a g g r e g a t i n g  at least $200,000,000;

(8) shares of f e d e r a l l y  chartered savings and loan a s s o c i a­

tions in A l aska w h i c h  are fully s e cured at all times as to the payment

of principa l and i nterest in a c c o r d a n c e  w i t h  A l a s k a  law;

(9) savings certific ates issued by s t a t e - c h a r t e r e d  savings 

and loan assoc iations in A l a s k a  w h i c h  are fully  secured at all times as 

to the payment  of p r i n c i p a l  and interest in a c c o r d a n c e  w i t h  A laska  law;

(10) deposits w i t h  m u t u a l  savings banks in A l a s k a  w h i c h  are

fully secured at all times as to the payment of p r i n cipal and interest 

in acc or d a n c e  with A laska law;
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