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Date of Committee Action: 01*1 \A 3

The COMMUNITY AND REGIONAL AFFAIRS Committee considered: HB 66

HOUSE BILL NO. 66 MUNICIPAL PROPERTY TAX EXEMPTIONS

"An Act relating to municipal property tax exemptions for certain residences and to property tax equivalency
payments for certain residents; and providing for an effective date.”
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WALTER J. HICKEL, GOVERNOR
AEAERFLYTQ

1031 W. 4TH AVENUE. SUIT
ANCHORAGE. ALASKA 995

PHONE: %907; 269-5100

E 200
01-19

1-1994

FAX: 907) 276-3697

KEY BANKBUILDING
100 CUSHMAN ST.. SUITE 400

FAIRBANKS. ALASKA 99701-4679
PHONE: (907) '152-1568
FAX: 907) 456-1317

BOX 110300 -STATE CAPITOL
VNEAU. ALASKA 99811-0300

PHONE: (907) 465-3600
FAX: 907) 463-5295

RE: HB 66 relating to property tax
exemptions

Dear Representative Olberg:

It is our understanding that HB 66, relating to property
tax exemptions for certain primary residences and to property tax
equivalency payments for certain residents, has been referred to
your committee. The purpose of this letter is to recommend the
adoption of an amendment to the bill, copy of which is enclosed.

After reviewing this bill, the Legislative Affairs Agency
has suggested an amendment that we agree is appropriate. The
amendment would be to delete Section 1 in its entirety (at page 1,
lines 5 - 12), renumber the remaining sections accordingly, and add
AS 29.45.030(h) to the list of sections to be repealed 1in the
current Section 4 (at page 2, line 27). This amendment 1is
recommended because with the repeal of the property tax exemptions
in AS 29.45.030(e) and (f) as proposed in this bill, there would be
nothing left in AS 29.45.030 that would effect a similar property
tax exemption granted by a municipality. Therefore, there 1is no
need for the bill to include such a provision.
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The Honorable Harley Olberg February 5, 1993
HB 66 relating to property tax Page 2
exemptions

Please let ne know if you have any questions about this

matter.
Sincerely yours,
CHARLES E. COLE
Barbara J. Blasco
Assistant Attornew General
BJB:cp
cc: Deborah E. Behr, Assistant Attorney General

Department of Law

Tam ra Cook, Director, Division of Legal Services
Legislative Affairs Agency



WALT _,3 J. HICKEL

CDVEBNOU

State ok -Alaska

CrriCE 3F The governor

J UNEAU

January 15, 1993

The Honorable Ramona L. Barnes
Speaker of the House

Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

Dear Speaker Barnes:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, Il am
transmitting a bill relating to the mandatory and optional property tax exemptions
for residences of senior citizens, disabled veterans and their widow or widowers,
and to property tax equivalency payments for certain residents.

The bill provides for municipalities to offer tax exemptions to these people and
repeals the mandatory property tax exemption. The bill also repeals the
provision for state reimbursement to municipalities for property tax revenue lost
to the municipality by operation of the mandatory tax exemptions. Also, the bill
repeals the provision for a property tax equivalency payment from the state to
persons who rent a residence but would otherwise qualify for a mandatory tax
exemption (the "renter®s rebate™ program). Finally, the bill has a retroactive
effective date to January 1, 1993.

Due to declining state revenue, it has become apparent over the past several
years that the state can no longer afford to fully pay for the municipal
reimbursement program for the mandatory senior citizen or disabled veteran
property tax exemptions. As a result, municipalities have not been reimbursed in
full for the tax revenue lost due to the mandatory property tax exemptions. This
bill will allow municipalities to decide whether they wish to exempt such property
from taxation inwhole or in part. |If they choose to exempt the property, they
will, of course, lose tax revenue, but that decision will be up to the individual
municipality and will not be mandated by the state.

Also, again due to declining state revenue, the state has not fully funded the
"renter"s rebate"” program during the past several years. It is appropriate that
this program be repealed at the same time as the mandatory property tax



The Honorable Ramona L. Barnes
January 151993
Page 2

exemption provision in order to ensure that, for property tax purposes, the state
is treating seniors and disabled veterans who rent a residence in a manner similar
to seniors and disabled veterans who own a residence.

lurge your prompt consideration and passage of this bill.

Governor



STATE OF ALASKA

DEPARTMENT OF COMMUNITY
& REGIONAL AFFAIRS

POSITION PAPER

Bill No.. HB 66 by Governor DCRA FN: Zero (attached)
Position: Support

Title:  An Act relating to municipal property tax exemptions
for certain residences and to property tax equivalency
payments for certain residents; and providing for an
effective date.

This bill effectively repeals the mandatory provisions of the senor citizens,
disabled veterans, and their widow or widowers, property tax exemption;
and the rent rebate program for this class of individuals.

The legislature created this program in 1973, but has neglected to fully
fund the reimbursement to communities since 1985. In FY 93, the current
budget year, the program was only funded at 22% of the total tax liability
to municipalities exercising property tax powers. The estimated cost of the
property tax program in FY 94 is $15.4 million. The legislative
appropriation in FY 93 was $2.8 million.

The renters rebate program was instituted to treat seniors and disable
veterans that do not own their home, but instead rent, giving them the
same advantage granted senior citizens and veterans that own their own
homes. Funding for this program in FY 93 was $0,820 million. Full
funding for this program in FY 94 would require $1.3 million.

The department strongly supports making this program locally available as
a taxation option. Encouraging seniors citizens and disabled veterans to
remain in a community, in their own residences, is an issue best handled
through local government, in light of the legislative funding history. As a
result the department has submitted it's proposed FY 94 budget to the
Governor and to the legislature, with this program zero funded.

Edgar Blatchford Date
Commissioner



STATE OF ALASKA

DEPARTMENT 0 F COMMUNITY
& REGIONAL AFFAIRS

Sectional Analysis

Bill No.: HB 66 by GovernorDCRA FN: Zero
Position: Support

Title: An Act relating tomunicipal property tax exemptions
for certain residences and to property tax equivalency
payments for certain residents; and providing for an
effective date.

Section 1. Amends AS 29.45.030(h) to allow municipalities the authority
to grant a property tax exemption for senior citizens or a disabled veteran.

Section 2. repeals DCRA's regulatory making authority for the authority
granted in AS 29.45.030(g), dealing with reimbursements, which is
repealed by Section 4 of this Act.

Section 3. adds a new section to AS 29.45. This section, AS 29.45.052,
OPTIONAL EXEMPTION FOR CERTAIN PRIMARY RESIDENCES, gives specific
authority for municipalities to grant senior citizens, disabled veterans, or
their widows or widowers, an exemption from property taxation by
municipal ordinance. This ordinance may be based on need. There may
only be one exemption for the same property. Transfer of a property for
the purpose of receiving the exemption is prohibited. The section also
includes an appeals process where a dispute results from a possible
conveyance of a property for the purpose of obtaining the exemption.

Disabled veteran is defined as a veteran with a 50% disability incurred as a
result of military service.

Real Property is defined to include mobile homes.

Section 4 repeals all aspects of the state mandated property tax
exemption and renters rebate for senior citizens and disabled veterans.

Section 5 makes this Act retroactive to January 1, 1993.

Section 6 is an immediate effective date.



Municipal Property Tax
Exemptions/Property Tax

HOUSE BILL NO. 66.by THE RULES COMMITTEE BY REQUK ' OF THE GOVERNOR. Relaua to
municipal property tax exemptions for certain residences and to property tax equivalency
payments for certain residents (see accompanying letter from the Governor).

Introduced January 15,1993 and referred to the Community and Regional Affaire Committee,
the Health, Education and Social Services Committee, and the Finance Committee.

In his message accompanying the bill, Governor Hickel stated:

Under the authority of art. 11l, sec. 18, of the Alaska Constitution, | am
transmitting a bill relating to the mandatory and optional property tax
exemptions for residences o f senior citizens, disabled veterans and their
widow or widowers, and to property tax equivalency payments for
certain residents.

The bill provides for municipalities to offer tax exemptions to these
people and repeals the mandatory property tax exemption. The bill
also repeals the provision for state reimbursement to municipalities for
property tax revenue lost to the municipality by operation of the
mandatory tax exemptions. Also, the bill repeals the provision for a
property tax equivalency payment from the state to persons who rent
aresidence butwould otherwise qualify for a mandatory tax exemption
(the "renter's rebate" program). Finally, the bill has a retroactive

effective date to January 1, 1993.

Due to declining state revenue, it has become apparent over the past
several years that the state can no longer afford to iully pay for the
municipal reimbursement program for the mandator, senior citizen or
disabled veteran property tax exemptions. As a result, municipalities
have not been reimbursed in full for the tax revenue lost due to the

AjHsndatory property tax exemptions. This bill w ill allow municipalities

f|&ttedde whether they wish to exempt such property from taxation in
ifljjBIt or in part. If they choose to exempt the property, they will, of
course, lose tax revenue, but that decision wiill be up to the individual
municipality and will not be mandated by the state.

Also, again due to declining stale revenue, the state has not fully
funded the "renter’s rebate" program during the past several years. It
is appropriate that this program be repealed at the same Ume as the
mandatory property tax exemption provision in order to ensure that, for
property tax purposes, the state is treating seniors and disabled veterans
who rent a residence in a manner similar to seniors and disabled
veterans who own a residence.

SUMMARY FROM ~
LEGISLATIVE REPORTING SERVTGE



STATE OF ALASKA

FISCAL NOTE :__4

Bill Version: HB 66
(H) Publish Date;_ 1/15/93

1993 LEGISLATIVE SESSION

Revision Date:

Department Affected:  Administration

Title: An act refatino to municiDal tax exemptions

Sponsor: Rules Committee

Requestor: Governor

BRU: Div. of Pioneers' Benefits
Component: Central Office

COMPONENT SERIAL NO. A

Expenditures/Revenues:
OPERATING

PERSONAL SERVICES

TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING

CAPITAL

REVENUE
FUND SOURCE:

FUNDING:

1002 Federal Receipts
1008 GF Match
1004 GF

1006 GF/Program Receipts

1006 GF/MHTIA
OTHER
TOTAL

FULL-TIME
PART-TIME
TEMPORARY
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Estimate of current year (F$3) impact: 0

ANALYSIS: (Attacha

page if necessary.)

There is no fiscal impact aerograms in the Division of Pioneers’ Benefits

PreDared bv:  Dennis L.

*
'//l S,

DeWitt. Director j 77/ 1 » Phone: 465-4400

Division: Pioneers' Bengfits Date: 12202

Annroved bv Commissioner:  Nancy Bear Usera*” ATn

Anencv: Administration

Rev 11/92

I Date: ivaiM
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor®s Legislative Office

—n
—<
o OOOOOOOOO&

QO OO OO O0Oo

O O o

Page

_'_|
—-<
o OOOOOOOOO&B

1

OO OO OCOOoO

O O o

of i



140, £
Sill Version:  hb 66

STATE OF ALASKA . _
1993 LEGISLATIVE SESSION FISCAL NOTE (H) Publish Date: 1/15/93

R_evision Date: _ Dept. Affected: Community & Regional Affairs
Title: ‘An Act relating to property tax BRU: Senior Citizens/Disabled Veterans
exemptions....* Component: Renters Equivalence Rebate

Sponsor

Requestor: COMPONENT SERIAL NO. 654

ExpendituresyRevenues: (Thousands of Dollars)

OPERATING FY 94 FY 95 FY 9 FY 97 FY 98 FY 99
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEQUS

TOTAL OPERATING 0 0 0 0 0 0
CAPITAL
REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 0 0 0 0 0 0
1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 0 0 0 0 0 0
POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

Estimate of current (FYS3) Impact s none
ANALYSIS:  (Attest a separate page It necessary)

The Renters ebaSa.fltogr M was instituted in order to treat seniors, who paid rent for their homes, on an
equitable basis wifft'tnose seniors who owned their own homes in terms of property tax relief. Since the
Homeowners’ PI0JrdM m being proposed for deletion with legislation making It a local option of the municipality,
funding for the RENEIS Rebate program is also being deleted.

NOTE:
Prepared by: 6 K & rfforic i Phone: 465-4708
Division: Administrative Services Date:
Approved by Commissioner: /f) Pohd Date: /iL

Agency: Community & Regional Affairs
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
Page | of 1



Bill Version: hb 66

STATE OF ALASKA ; .

1993 LEGISLATIVE SESSION FISCAL NOTE (H) Publish Date: - 1/15/93
Revision Date: Dept. Affected; Community & Regional Affairs
Title: 'An Act relating to property tax BRU: Senior Citizens/Disabled Veterans

exemptions.... Component: Homeowner's Property Tax__

Sponsor Exemption
Requestor: COMPONENT SERIAL NO. 653
Expenditures/Revenues: (Thousands of Dollars)
OPERATWG FY 94 FY 95 FY 96 FY 97 FY 98 FY 99
PERSONS. SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIR/ENT
LANDii STRUCTURES
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEQUS
TOTAL OPERAUNG 0 0 0 0 9 0
CAPITAL
REVENUE FUND SOURCE:
FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 0 0 0 0 0 0
1005 GF/Pr.,gram Receipts

1006 GF/MHTIA

Other

TOTAL, 0 0 0 0 0 0

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME

TEMPORARY

Estimate of current (FY93) Impact $ none

ANALYSIS! LgAttach a separate pa?e If necessara
As the law ¢ rrent/eadsts municipalities are requir to fund the balance of the program not funded by the
ftate Full fund rn&] We th rs o[ f%ram IS a%oroxrmaterr 13 million, however at the currént state enera fnd
eve of 26838.13 (21.CQI or full fundin ount),muriicipalities arerequired, ystatute to fund e balance.
This places an extreme hard shrP on unrcr artreswm re alreedy facedwith decrnrd revenHesTI]erefore
the deﬁlartment pro osest delete tne fun mg or this program “and support legislation which would make the

program a local ‘option of the municipalities.

Noto:  TTMfiscal impyt is/reflected In the proposed FY94 operating budget.
Prepared by. PfEsr)/l/sZQ & 4 U Phone:  465-4708
Division: - Administrative Services Date: 1
Approved by Commissioner Date:

Agency:  Community & Regional Affairs
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
Page 1 of 1







Senior Citizens/Disabled
Veterans Property Tax

Exem ption M andate

The Alaska Municipal League supports legislation to
solve the problem ofthe unfunded mandate Imposed
on municipalities by AS 20.45.030/tidtleheelflU6alies
the Senior CRIzenf/DIsabted Veterans Property Tax
Exemption Program. The League supports replace-
ment of mandated municipal property tax exemptions
with a direct state rebate program for qualified senior
citizens and disabled veterans who pJd real property
taxes on qualified property.

Unfunded mandates are a major element contributing to
the increasing costs of government at both the state and
local levels. Environmental regulations passed down
from the federal to the state to the local level are but one
example of unfunded mandates. Another mandate, one
that has cost Alaskan municipalities over $45 million
during the last eight years, is the Senior Citizens/Dis-
abled Veterans Property Tax Exemption Program, a
program that is steadily growing atthe sametime funding
for it is shrinking.

In 1973, a program to exempt senior citizens from local
property taxes was enacted bythe Alaska Legislature. In
order to make the program workable for municipalities,
the program included a provision that tho state would
reimburse municipalities fortax revenues lostbecause of
the exemption. The intent of the original exemption, for
those over 65, was to make it easier for senior citizens to
remain intheirown homes and, thus, to remain in Alaska
A complementary program, which provides refunds di-
rectlyto seniorcitizen rentersto compensate for property
tax included in their rent charges, was also enacted in
1973. In 1985, the programs were extended to include
disabled veterans with a disability of 50 percent or more.

AS 29.45.030(e) requires municipalities to exempt from
local property tax th e real property owned and occupied
asthe primary residence and permanent place of abode
by (1) resident 65 years or older; (2) disabled voteran; or
(3) resident at least 60 years old who is the widow or

31



widower ofa person qualified” for such an exemption, up
toan assessed value 0#$150,000. Although this exemp-
tion is mandated by state law, full funding for the man-
dated exemption has not been provided by the state
since 1985, which has meant that all other (i.e., non-
senior or disabled veteran) municipal taxpayers have
beenforced to hearan additional tax burden ormunicipal
service levels have been reduced because of the costs
of this underfunded mandate.

Figure 4 -Funding History -Senior Citizens/
Disabled Veterans Property Tax
Exemption Program

5iC000000
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The total cost of the program, which was $197,050 in
. 1973 whenthe program was begun, has grown sutadijfr,

->eaettao «fter$lZ s raffietttoP*id (see Figure. 43N rY’

"_th««"agfropd""k>n orth* program _

*juBtover22 percentofthe total cost_o1‘th|s§|3|A i|"ate,
The estimated cost of the exemption p«s@wnfstffTe4
Is$11

The last year the legislature provided full funding for the
homeownerstpro ram was 1985, when 5,418 taxpayers
were eligible for the exemption and fust over $4 million
was appropriated. Since then the number of apﬁllcants
for the ‘exemption has more than doubled, with nearly
11,000 senior citizen* and disabled veterans claiming
the exemption for FYi*S. The growth in exemptions
claimed was 14 percartfrom FY92 to FY 93 alone. In
1990 the average value ofthe exemption per person was
estimated to be $1,000, and for FY 93 the average
exemption claimed was $1,374.

32

Durln? those same years, Alaskan municipalities have
been forced by inflation, population increases, and cut-
backs in state aid to increase property tax rates, which
has intensified the |mPact of the shortfunding on munici-
Pal budgets and local taxpayers. Inthe last elght_years,
he unwillingness of the Ie(t;lslatur,e and the administra-
tion to appropriate adequate funding for this state-man-
dated program has cost local taXpayers nearty $45
million. InFY 93 alone, for instance, non-exempt taxpay-
ers in Alaska's municipalities were require to pay an
additional $10 million in groperty taxes, or 78 percent of
the cost of the progi_ram, ecause reimbursement torthe
mandatory exemption was underfunded.

Table 7 shows the cost of FY 92 underfunding to indi-
vidual municipalities and their taxpayers; FY 93 data are
not yet final.

Table 7: FY 92 Cost to Individual Municipalities
ofUnderfunding ofthe Senior Citizens/
Disabled Veterans Tax Exemption

Program
o Cost of
Municipality FY 92 Underfundino
Anchorage $4,234,348
Brictol Bay Borough 2,937
Cordova 15,653
Craig 3,549
Dillingham 8,976
Eaglo 224
Fairbanks North Star Borough 1,049,667
Haines Borough 43,617
Juneau 691,369
Kenai Peninsula Borough 640,660
Ketchikan Gateway Borough 329,244
Kodiak Island Borough 100,150
Matanuska-Susitna Borough 968,536
Nenana 6,634
Noma 42,263
North Slope Borough 15,455
Pelican 1,049
Petershurg 94,472
Sitka 90,278
Ska%way 15,134
Unalaaka 2,518
Valdez 28,511
Whittier 514
Wrangell 41,938
Yakut*; 6.652

Tcta! Shortfall INFY 92 $8,454,350

Source: Department of Community and Regional Affaire
33



Local taxpayers should not have to pay the costs of this
state-mandated program without having a chance to
make a conscious decision on whether ot not they want
to provide the tax exemption for senior citizens and
disabled veterans. Ifthe legislature wants to provide tax
relief for these groups, K Should be provided through
state-administered tax rebate programs.

Table 8: Senior Citizens/Disabled Veterans
Property Tax Exemption Program

Shortfall/

Coal to
S State Municipal
Nt Entitlement  Appropriation Taxpayers*  %bh
1985 54,005,075  $4,005,075 5 0 1000
1986 4,977.451 4,006,600 968.851 79.5
1987 6,325,763 2,770,300 3,555,463 43.8
1988 6,753,663 2,622,969 4,130,694 38.8
1989 7,464,557 2,782,300 4,682,257 37.3
1990 8,627,061 2,557,900 6,069,151 29.6
1991 9,585,192 2,557,900 7,027,292 26.7
1992 11,293,150 2,838,800 8,454,350 25.1
1993 12,829,291®@ 2,838,800 9,990,491 2.1
1994 15,395,1497 0% 15,395,149 00.0

*The actual coat to municipalities exceed* this figure by S100,000 ¢

5160,000, depending on the underfunding of the renteis
rogram.

bRatio of state expropriation (reimbursement to municipalities) to
the total coat of the program.

CFY 93 figure* are estimated and subject to final audit

dEstimate as of lanuary 1993

'‘Governor Hickel'e proposed FY 94 budget released In December
1992, include* no funding for thia program nor for the renters
rebate program. Governor Hickel has Indicated that he will
introduce legislation to eliminate the state-mendated program
and mak# ita local oPtion.

Source: Department of Community and Regional Affair*
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8§29.45.020
fled municipality may

functions;
ns limited to the area

nctions limited to the

property tax subject to
[nay levy a property tax

sonal property, the tax
vided in this chapter.

ie the tax violated AS
kvhich specifically prohibits
p x rate higher than that
to "other property taxable
lipality.” City of Valdez v.
Community & Regional Af-
li 532 (Alaska 1990).

M unicipal Corporations,

84 C.J.S., Taxation, § 57 et

Junicipality levies and
provide the following

ias been allocated the
municipal purposes

f.AM ASSIS-

$
loOL CON-

$
btjon as-
3
IUNICIPAL

ID $

* 29.45.030 Municipal Government §29.45.030

The millage equivalent of this state aid, based on the dollar value of
a mill in the municipality during the current assessment year and
for the preceding assessment year, is:
MILLAGE EQUIVALENT
PREVIOUS YEAR THIS YEAR
PUBLIC SCHOOL FOUNDATION
PROGRAM ASSISTANCE <« -MILLS <« -MILLS
STATE AID FOR RETIREMENT
OF SCHOOL CONSTRUCTION
DEBT .. -MILLS < .. -MILLS
MUNICIPAL TAX RESOURCE
EQUALIZATION ASSIS—
TANCE ... .MILLS <« -MILLS
STATE AID FOR MISCELLA—
NEOUS MUNICIPAL SER—

VICES - - -MILLS - .- -MILLS
TOTAL MILLAGE EQUIV —
ALENT ... .MILLS - -MILLS>”

Notice shall be provided

(1) by furnishing a copy orthe notice with tax statements mailed for
the fiscal year for which aid is received; or

(2 by publishing in a newspaper of general circulation in the mu —
nicipality a copy of the notice once each week for a period of three
successive weeks, with publication to occur not later than 45 days
after the final adoption of the municipality 3 budget.

() Compliance with the provisions of this section is a prerequisite
to receipt of municipal tax resource equalization assistance under AS
29.60.010 — 29.60.080 and state aid for miscellaneous municipal ser—
vices under AS 29.60.10G6- 29.60.180. The department shall withhold
annual allocations under those sections until municipal officialsdem —
onstrate that the requirements of this section have been met. (812 ch
74 SLA 1985)

Sec. 29.45.030. Required exemptions, (@ The following property
is exempt from general taxation:

() municipal property, including property held by a public corpora—
tion of a municipality, or stace property, except that

(A) a private leasehold, contract, or other interest in the property is
taxable to the extent of the interest;

(B) notwithstanding any other provision of law, property acquired
by an agency, corporation, or other entity of the state through foreclo—
sure or deed in lieu of foreclosure and retaired as an investment of a
state entity is taxable; this subparagraph d "s not apply to federal
land granted to the University of Alaska m.ler AS 14.40.380 or
14.40.390, or to other land granted to the university by the state to
replace land that had been granted under AS 14.40.380 or 14.40.390;

121
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§ 29.45.030 Alaska Statutes § 29.45.030

© an ownership interest ofa municipality in real property located
outside the municipality acquired after December 31, 1990, is taxable
by another municipality; however, a borough may not tax an interest
in real property located in the borough and owned by a city in that
borough;

(2) household furniture and personal effects of members ofa house—
hold;

(3 property used exclusively for nonprofit religious, charitable,
cemetery, hospital, or educational purposes;

(4) property ofa nonbusiness organization composed entirely of per—
sons with 90 days or more of active service in the armed forces of the
United States whose conditions of service and separation were other
than dishonorable, or the property of an auxiliary of that organiza—
tion;

(5) money on deposit;

\./ (6) the real property of certain residents of the state to the extent
/\nd subject to the conditions provided in (¢) of this section;

(7) real property or an interest in real property that isexempt from
taxation under 43 U.S.C. 1620(d), as amended;

(8) property of a political subdivision, agency, corporation, or other
entity of the United States to the extent required by federal law;
except that a private leasehold, contract, or other interest in the prop—
erty is taxable to the extent of that interest;

(9 natural resources in place including coal, ore bodies, mineral
deposits, and other proven and unproven deposits of valuable mate —
rials laid down by natural processes, unharvested aquatic plants and
animals, and timber.

(®) In (@) of this section, "property used exclusively for religious
purposes”’includes the following property owned by a religious organi —
zation:

(1) the residence of a bishop, pastor, priest, rabbi, minister, or reli—
gious order of a recognized religious organization;

(2) a structure, its furniture, and its fixtures used solely for public
worship, charitable purposes, religious administrative offices, reli—
gious education, or a nonprofit hospital;

(3 lots required by local ordinance for parking near a structure
defined in (2) of this subsection.

(© Property described in (@)(3) or (4 of this section from which
income is derived isexempt only if that income is solely from use of
the property by nonprofit religious, charitable, hospital, or educa—
tional groups. Ifused by nonprofit educational groups, the property is
exempt only if used exclusively for classroom space.

(d) Laws exempting certain property from execution under AS 09
(Code of Civil Procedure) do not exempt the property from taxes levied
and collected by municipalities.
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)YNe) The real property owned and occupied as the primary residence
and permanent place of abode by a (1) resident 65 years of age or
older; (2) disabled veteran; or (3) resident at least 60 years Jd who is
the widow or widower of a person who qualified for an exemption
under (2) or (2) of this subsection, isexempt from taxation on the first
$150,000 of the assessed value of the real property. A municipality
may, in case of hardship, provide for exemption beyond the first
$150,000 of assessed value in accordance with regulations of the de—
partment. Only one exemption may be granted for the same property
and, iftwo or more persons are eligible for an exemption for the same
property, the parties shall decide between or among themselves who is
to receive the benefit of the exemption. Real property may not be
exempted under this subsection if the assessor determines, after no—
tice and hearing to the parties, that the property was conveyed to the
applicant primarily for the purpose of obtaining the exemption. The
determination of the assessor <3y be appealed under AS 44.62.560 —
44.62.570.

>((H) An exemption may not be granted under (e) of this section except
upon written application for the exemption on a form approved by the
state assessor for use by local assessors. The claimant must file the
application no later than January 15, or a date provided by ordinance
that is not later than March 31, of the assessment year for which the
exemption issought. The governing body of the municipality for good
cause shown may waive during a year the claimant 3 failure to make
timely application for exemption for that year and authorize the asses—
sor to accept the application as iftimely filed. The claimant must file a
separate applicat;on for each assessment year inwhich the exemption
is sought. Ifan application is filed within the required time and 1is
approved by the assessor, the assessor shall allow an exemption in
accordance with the provisions of this section. Ifa failure to file by
January 15, or a date provided by ordinance that is not later than
March 31, of the assessment year has been waived as provided in this
subsection and the application for exemption isapproved, the amount
of tax that the claimant has already paid for the assessment year for
the property exempted shall be refunded to the claimant. The assessor
shall require proof in the form the assessor considers necessary of the
right to and amount ofan exemption claimed under (e) of this section,
and shall require a disabled veteran claiming an exemption under (g)
of this section to provide evidence of the disability rating. The assessor
may require proof under this section at any time.

Xtg) The state shall reimburse a borough or city, as appropriate, for
the real property tax revenues lost to it by the operation of (e) of this
section. However, reimbursement may be made to a municipality for
revenue lost to itonly to the extent that the loss exceeds an exemption
that was granted by the municipality, or that on proper application by
an individual would have been granted under AS 29.45.050(a). Ifap-
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propriations are not sufficient to fully fund reimbursements under
this subsection, the amount available shall be distributed pro rata
among eligible municipalities.. u

(h) Except-as-providecfm (g™-o"-this-section™nothing in-Ce)- (J)-of
this section affects similar exemptions from property taxes”granted by
a municipality on September 10, 1972, or prevents a municipality
from granting similar exemptions by ordinance as provided in AS
29.45.050. 4 A6 vi'-1G-0S*

[i(i) In (€) — (@) of this section,

(D) "disabled veteran®’means a disabled person

(A) separated from the military service of the United States under a
condition that is not dishonorable who isa resident of the state, whose
disability was incurred or aggravated in the line of duty in the mili—
tary service of the United States, and whose disability has been rated
as 50 percent or more by the branch of service in which that person
served or by the Veterans "Administration; or

(B) who served in the Alaska Territorial Guard, who isa re .ident of
the state, whose disability was incurred or aggravated in the line of
duty while serving in the Alaska Territorial Guard, and whose dis—
ability has been rated as 50 percent or more;

(@ "real property””includes but is not limited to mobile homes,
whether classified as real or personal property for municipal tax pur—
poses.

@) One motor vehicle per household owned by a resident 65 years of
age or older on January 1 of the assessment year is exempt either
from taxation on its assessed value or from the registration tax under
AS 28.10.431. An exemption may be granted under this subsection
only upon written application on a form prescribed by the Department
of Public Safety.

(k) The department shall adopt regulations to implement the provi—
sions of .(g)=and (§) of this section.

() Two percent of the assessed value of a structure is exempt from
taxation if the structure contains a fire protection system approved
under AS 18.70.081, in operating condition, and incorporated as a
fixture or part of the structure. The exemption granted by this subsec—
tion is limited to

(1) an amount equal to two percent of the value of the structure
based on the assessment for 1981, if the fire protection system is a
fixture of the structure on January 1, 1981; or

(2 an amount equal to two percent of the value of the structure
based on the assessment as of January 1 of the year immediately
following the installation of the fire protection system ifthe fire pro—
tection system becomes a fixture of the structure after January 1,
1981.
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(m) For the purpose ofdetermining property exempt under (@)(7) of
this section, the following definitions apply to terms used in 43 U.S.C.
1620(d) unless superseded by applicable federal law:

(1) "developed®”means a purposeful modification of the property
from its original state that effectuates a condition of gainful and pro—
ductive present use without further substantial modification; survey—
ing, construction of roads, providing utilities or other similar action?
normally considered to be component parts of the development pro—
cess, but that do not create the condition described in this paragraph,
do not constitute a developed state within the meaning of this para—
graph; developed property, in order to remove the exemption, must be
developed for purposes other than exploration, and be limited to the
smallest practicable tract of the property actually used in the devel —

oped state;

(@ "exploration®heans the examination and investigation of unde —
veloped land to determine the existence of subsurface nonrenewable

resources;

(@) "lease’’means a grant of primary possession entered into for
gainful purposes with a determinable fee remaining in the hands of
the grantor; with respect to a lease that conveys rights of exploration
and development, this exemption shall continue with respect to that
portion of the leased tract that is used solely for the purpose ofexplo—

ration.

(n) Ifproperty or an interest in property that is determined not to
be exempt under (a)(7) of this section reverts to an undeveloped state,
or ifthe lease is terminated, the exemption shall be granted, subject to
the provisions of ()(7) and (m) of this section. (812 ch 74 SLA 1985;
am &1,2ch91 SLA 1985; am 844 ch 37 SLA 1986; am &2 - 4 ch
70 SLA 1986; am 83 ch 66 SLA 1991; am &1 ch 85 SLA 1991; am
814 ch 93 SLA 1991; am 81ch54 SLA 1992; am 84 ch 97 SLA 1992)

Rewsor?s notes — The amendments
L,& of thls sechon by §1
and 2, ch 91 S

amendments to AS 2953020(e) and %
Chapter 74, SLA

2945030 and repeaJedA82953020 The
effective date of both 1985 Acts is January
1,1986. The legislature & intent to amend
the property tax exemption provisions has
been recognized by treating the amend—
ments to AS 2953020(e) and (g) as
amendments to () and (g) of this section.

I e(éoss re&‘e{gnces Cog‘rgé%vgsﬂon of
electric and telephone from
local ad valorem ftaxes, se AS
10.25540(b).

Delayed amendment _of subsection
339 Under &3 and 58 ch 66, SLA

1, upon the entry of a final order dis-
missing Weiss V. State of Amska,

4FA-2-2208 Civ. and the expiration of
any time for appeal, su jon (@) is
amended by inserting the following text
ﬁ )(2): “'or land that is in the trust es-
tablish the Alaska Mental Health
Enablln of 1956, PL. 84830, 70
Stat. 7
Effect of amendments. — The first
191 amendment, effective January 1,
1992 in paragraph (a)(1), deleted "or fed-
IIy oaned' following “'state’ in the in-
troductory language, added the subpara-
graph designations, and the language in
aphs (B) and (C); and added

asgoa@(]_z)g amendment, effective

Septewber301991|n agraph (i)(l
added the subparagrapIoar eggpnaéc))%
added subparagraph (B), and made a re-
lated stylistic change.



Senior Citizens/Disabled
Veterans Property Tax
Exemption Mandate

The Alaska Municipal League supports legislation to solve the problem of the
unfunded mandate Imposed on municipalities by AS 29.45.030, which establishes
the Senior Cltlzens/Dlsabted Veterans Property Tax Exemption Program. The
League supports replacement of mandated municipal property tax exemptions with
a direct state rebate program for qualified senior citizens and disabled veterans who

paid real property taxes on qualified property.

Unfunded mandates are a major element contributing to the increasing costs of
government at both the state and local levels. Environmental regulations passed down
from the federal to the state to the local level are but on© example of unfunded mandates.
Another mandate, one that has cost Alaskan municipalities over $45 million during the last
eight years, is the Senior Citizens/Disabled Veterans Property Tax Exemption Program,
a program that is steadily growing at the same time funding for it is shrinking.

In 1973, a program to exempt senior citizens from local property taxes was enacted by
the Alaska Legislature. In order to make the program workable for municipalities, the
program included a provision that the state would reimburse municipalities for tax
revenues lost because of the exemption. The intent of the original exemption, for those
over 65, was to make it easier for senior citizens to remain in their own homes and, thus,
to remain in Alaska. A complementary program, which provides refunds directly to senior
citizen renters to compensate for property tax included in their rent charges, was also
enacted in 1973. In 1985, the programs were extended to include disabled veterans with
a disability of 50 percent or more.

AS 29.45.030(e) requires municipalities to exempt from local property tax "the real
property owned and occupied as the primary residence and permanent place of abode
by (1) resident 65 years or older; (2) disabled veteran; or (3) resident at least 60 years
old who is the widow or widower of a person qualified1for such an exemption, up to an
assessed value of $150,000. Although this exemption is mandated by state lav/, full
funding for the mandated exemption has not been provided by the state since 1985,
which has meant that all other (i.e., non-senior or disabled veteran) municipal taxpayers
have been forced to bear an additional tax burden or municipal service levels have been
reduced because of the costs of this underfunded mandate.

The total cost of the program, which was $197,050 in 1973 when the program was
begun, has grown steadily, reaching over $12.8 million in FY 93 (see Figure 1). In FY 93
the state appropriation for the program was $2,838,800, just over 22 percent of the total
cost of this state mandate. The estimated cost of the exemption program *or FY 94 is
$15.4 million.



Senior Citizens/Disabled Veterans
Property Tax Rebate Progranm

page 3

The last year the legislature provided full funding for the homeowners program was 1985,
when 5,418 taxpayers were eligible for the exemption and just over $4 million was
appropriated. Since then the number of applicants for the exemption has more than
doubled, with nearly 11,000 senior citizens and disabled veterans claiming the exemption
for FY 93. The growth in exemptions claimed was 14 percent from FY 92 to FY 93 alone.
In 1990 tho average value of the exemption per person was estimated to be $1,000, and
for FY 93 the average exemption claimed was $1,374.

Figure 1: Senior Citizens/Disabled Veterans Property Tax Exemption Program
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During those same years, Alaskan municipalities have been forced by inflation, population
increases, and cutbacks in state aid to increase property tax rates, which has intensified
the impact of the shortfunding on municipal budgets and local taxpayers. Inthe last eight
years, the unwillingness of the legislature and the administration to appropriate adequate
funding for this state-mandated program has cost local taxpayers nearly $45 million. In
FY 93 alone, for instance, non-exempt taxpayers in Alaska’s municipalities wore required
to pay an additional s10 million in property taxes, or 78 percent of the cost of the
program, because reimbursement for the mandatory exemption was underfunded.

Table 1 shows the cost of FY 92 underfunding to individual municipalities and their
taxpayers; FY 93 data are not yet final.

Local taxpayers should not have to pay the costs of this state-mandated program without
having a chance to make a conscious decision on whether or not they want to provide
the tax exemption for senior citizens and disabled veterans. If the legislature wants to
provide tax relief for these groups, it should be provided through state-administered tax
rebate programs.
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Senitor Citizens/Disabled
Veterans Property Tax
Exemption Mandate

The Alaska Municipal League supports legislation to solve the problem of the
unfunded mandate Imposed on municipalities by AS 29.45.030, which establishes
the Senior Citizens/Disabled Veterans Property Tax Exemption Program. The
League supports replacement of mandated municipal property tax exemptions with
a direct state rebate program for qualified senior citizens and disabled veterans who
paid real property taxes on qualified property.

Unfunded mandates are a major element contributing to the increasing costs of
government at both the state and local levels. Environmental regulations passed down
from the federal to the state to the local level are but one example of unfunded mandates.
Another mandate, one that has cost Alaskan municipalities over $45 million during the last
eight years, is the Senior Citizens/Disabled Veterans Property Tax Exemption Program,
a program that is steadily growing at the same time funding for it is shrinking.

In 1973, a program to exempt senior citizens from local property taxes was enacted by
the Alaska Legislature. In order to make the program workable for municipalities, the
program included a provision that the state would reimburse municipalities for tax
revenues lost because of the exemption. The intent of the original exemption, for those
over 65, was to make it easier for senior citizens to remain in their own homes and, thus,
to remain in Alaska. A complementary program, which provides refunds directly to senior
citizen renters to compensate for property tax included in their rent charges, was also
enacted in 1973. In 1985, the programs were extended to include disabled veterans with
a disability of 50 percent or more.

AS 29.45.030(e) requires municipalities to exempt from local property tax "the real
property owned and occupied as the primary residence and permanent place of abode
by (1) resident 65 years or older; (2) disabled veteran; or (3) resident at least 60 years
old who is the widow or widower of a person qualified" for such an exemption, up to an
assessed value of $150,000. Although this exemption is mandated by state law, full
funding for the mandated exemption has not been provided by the state since 1985,
which has meant that all other (i.e., non-senior or disabled veteran) municipal taxpayers
have been forced to bear an additional tax burden or municipal service levels have been
reduced because of the costs of this underfunded mandate.

The total cost of the program, which was $197,050 in 1973 when the program was
begun, has grown steadily, reaching over $12.8 million in FY 93 (see Figure 1). In FY 93
the state appropriation for the program was $2,838,800, just over 22 percent of the total
cost of this state mandate. The estimated cost of the exemption program for FY 94 is
$15.4 million.



Senior Citizens/Disabled Veterans
Property Tax Rebate Progranm

page 2
Table 1: FY 92 Cost to Individual Municipalities of Underfunding of the Senior
Citizens/Disabled Veterans Tax
Exemption Program

Cost of
Municipality FY 92 Unc'erfunding
Anchorage $4,234,348
Bristol Bay Borough 2,937
Cordova 15,653
Craig 3,549
Dillingham 8,978
Eagle 224
Fairbanks North Star Borough 1,049,667
Haines Borough 43,617
Juneau 691,369
Kenai Peninsula Borough 640,660
Ketchikan Gateway Borough 329,244
Kodiak Island Borough 100,150
Matanuska-Susitna Borough 988,536
Nenana 6,634
Nome 42,263
North Slope Borough 15,455
Pelican 1,049
Petersburg 94,472
Sitka 90,278
Skagway 15,134
Unalaska 2,518
Valdez 28,511
Whittier 514
Wrangell 41,938
Yakutat 6,652
Total Shortfall in FY 92 $8,454,350

Source: Department of Community and Regional Affairs
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The last year the legislature provided full funding for the nomeowners program was 1985,
when 5,418 taxpayers were eligible for the exemption and just over $4 million was
appropriated. Since then the number of applicants for the exemption has more than
doubled, with nearly 11,000 senior citizens and disabled veterans claiming the exemption
for F{ 93. The growth in exemptions claimed was 14 percent from FY 92 to FY 93 alone.
In 1990 the average value of the exemption per person was estimated to be $1,000, and
for FY 93 the average exemption claimed was $1,374.

Figure 1: Senior Citizens/Disabled Veterans Property Tax Exemption Program
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During those same years, Alaskan municipalities have been forced by inflation, population
increases, and cutbacks in state aid to increase property tax rates, which has intensified
the impact of the shortfunding on municipal budgets and local taxpayers. Inthe last eight
years, the unwillingness of the legislature and the administration to appropriate adequate
funding for this state-mandated program has cost local taxpayers nearly $45 million. In
FY 93 alone, for instance, non-exempt taxpayers in Alaska's municipalities were required
to pay an additional $10 million in property taxes, or 78 percent of the cost of the
program, because reimbursement for the mandatory exemption was underfunded.

Table 1 shows the cost of FY 92 underfunding to individual municipalities and their
taxpayers; FY 93 data are not yet final.

Local taxpayers should not have to pay the costs of this state-mandated program without
having a chance to make a conscious decision on whether or not they want to provide
the tax exemption for senior citizens and disabled veterans. If the legislature wants to
provide tax relief for these groups, it should be provided through state-administered tax
rebate programs.
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The 1993A|a5ka MunICIpa| League P0||Cy8tatemnt includes the following statement with
reference to state-mandated tax exemption programs: "The League opposes the
imposition of state-mandated exemptions of certain classes of property, individuals,
organizations, or commodities from the application of taxes unless full compensation is
made for revenues lost due to these exemptions. If the reimbursements for state-
mandated exemptions are not fully funded, currently or in the future, the exemptions

should be repealed or prorated.”

The League’s PO"Cy Statermnt and AML Resolution No. 933 also oppose the imposition
of unfunded mandates on local government by the state. The tax exemption progrsim for
senior citizens and disabled veterans is an excellent example of the way state-mandated
programs that are not accompanied by adequate funding impose an unfair burden on
citizens and their local governments. Governor Hickel's proposed FY 94 budget, which
was released in December 1992, calls for no state funding at all for this mandated
exemption, which would place the entire burden of the estimated $15.4 million cost on
municipalities. The governor has indicated he will Introduce legislation that would
eliminate the state mandate and make the program entirely a local option.

Table 2: Senior Citizens/Disabled Veterans
Property Tax Exemption Program

Shortfall/

Cost to
Fiscal State Municipal
Year Entitlement Appropriation Taxpayers* %b
1985 $ 4,005,075 $ 4,005,075 $ 0 100.0
1986 4,977,451 4,008,600 968,851 79.5
1987 6,325,763 2,770,300 3,555,463 43.8
1988 6,753,663 2,622,969 4,130,694 38.8
1989 7,464,557 2,782,300 4,682,257 37.3
1990 8,627,081 2,557,900 6,069,151 29.6
1991 9,585,192 2,557,900 7,027,292 26.7
1992 11,293,150 2,838,800 8,454,350 25.1
1993 12,829,291° 2,838,800 9,990,491 22.1
1994 15,395,149d 15,395,149 0.0

* The actual cost to municipalities exceeds this figure by $100,000 - $160,000, depending on the

underfunding of the renters program. o
b Ratio of state appropriation {reimbursement to municipalities) to the total cost of the program.

¢ FY 93 figures are estimated and subject to final audit.

d Estimate as of January 1993 _ . _
* Governor Hickel's proposed FY 94 budget, released In December 1992, includes no funding for this

Program nor for the renters rebate program. Governor Hickei has In

egislation to eliminate the state-mandated program and make it a local option.

Source: Department of Community and Regional Affairs

dicated that he will introduce
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The Alaska Municipal League urges the Alaska State Legislature to accept full
responsibility for the state’s senior citizen/disabled veteran property tax exemptions by
amending the statutes 90;"™ ning the program to base direct state rebates for local
property taxes paid by eligible senior citizens and disabled veterans on the level of state
funding appropriated. This would give senior citizens and disabled veterans a tax
exemption based on the state’s commitment to the program and remove the ever-
growing burden the current program has placed on local taxpayers, who have had no
opportunity to approve it



Senior Citizen and Disabled Veteran
Property Tax Exemption Programs
Department of Community and Regional Affairs

Property Tax Exemption Program

Created in 1974, the Senior and Disabled Veteran Property Tax Exemption
Program exempts senior citizens (65 years of age or older) and disabled
veterans (with a 50% or greater service-related disability) from payment of
property tax on the first $150,000 of assessed valuation of the applicant®"s

permanent place of abode. Program participants apply each year directly
to the municipality in which they seek a tax exemption. The effected
municipalities compile annual reports of exempted applicants, exempted
assessed values and exempted tax amounts. Based on these figures, the
municipalities apply to the Department for reimbursement for property tax
revenues lost due to this state-mandated program. After the submitted
applications are audited and certified, the Department 1issues warrants to
the municipalities. If taxes exempted under this program exceed funding
appropriation levels, the State issues payments on a prorated basis. This
has been the case since FY 86. In FY 93, state funding covered about

20% of the reimbursement requests submitted by municipalities.
Senior Citizen/Disabled Veteran Property Tax Equivalency Program

This program was created in 1976 as a companion program to the
property tax exemption program. The program rebates eligible applicants
for th? "portion of their yearly rent on their permanent place of abode that

ac” :oward the payment of real property taxes. Applicants must be at
65 years of age or disabled veterans and rent property that is subject
to a local property tax. Rent rebate payments are calculated as one

percent of the local mill rate times the total annual rent. Applicants apply
directly to the Department and payments are 1issued to each eligible
applicant. Rebate payments are prorated if program costs exceed the
annual program appropriation. The renter rebate program has exceeded
funding levels since 1986. In FY 93 applicants will each receive about 85%
of the amount calculated by formula.



Senior Citizen/Disabled Veteran Property Tax Exemption
Program History
1983-1992

Millions $

Tax Year

Slate

Funding
Tax Yr. Level
1983 3,146,618
1984 4,005,075
1985 3,985,567
1986 2,770,300
1987 2,622,969
1988 2,519,344
1989 2,542,803
1990 2,557,900
1991 2,838,800
1992 2,838,800

HH  Municipal

Municipal
Reimbursement
Request

3,146,618
4,005,075
4,977,451
6,325,763
6,753,663
7,464,557
8,627,081
9,585,192
11,293,150
13,669,469

Reimbursement Request

| | State Funding Level



Sonlor CHlien/Dlsablod Veteran Property Tax Exemption Program FY 93/TY 92
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Tax Jurisdiction Summary

Anchorage Municipality
Cordova

Craig

Fairbanks NS Borough
FNSB/Fairbanks City
FNSB/North Pole
Haines Borough
Juneau, City & Boro
Kenai Peninsula Boro
Ketchikan Gateway Boro
Kodiak Island Borough
KPB/Homer
KPB/Kenai
KPB/Seward
KPB/Soldotna

Mat-Su Borough
Mat-Su/Palmer
Mat-Su/Wasilla
Nenana

Pelican

Petersbhurg

Sitka, City & Boro
Skagway

Valdez

Wrangell

Total Rebates Requested

Tax Year 1991/FY 92

Senlore

480

72

35

11 ;

32

34

26

47

20

16

93 0

Veterans Requested Rebates
61 $516,576.00
$269.57
$9.42
11 $75,744 .77
$30,212.51
2 $1,909.92
$1,835.30
5 $93,077.04
$663.60
1 $22,734.97
1 $9,378.73
2 $6,793.11
$10,914.73
$1,835.70
1 $17,844.21
$1,486.35
4 $1 3,670.20
3 $1d,311.78
$516.60
$250.36
1 $2,863.00
$5,836.96
$303.43
$357.45

$2,991.23

$836,387.02
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HOUSE COMMITTEE REPORT

(7

Date Referred: January 18, 1993 FURTHER REFERRALS: Judiciary
Date of Committee Action: 3 'SIS" 7

The COMMUNITY AND REGIONAL AFFAIRS Committee considered: HB 71

HOUSE BILL NO. 71

DISSOLUTION OF NATIVE CORPORATIONS

"An Act relating to the involuntary dissolution of Native corporations; and providing for an effective date."

RECOMMENDATIONS:
be replaced with

| ]the same titde
1 Janew titde

[ ] have attached amendments(s)

[M do pass

[ ]do not pass
[ ] no recommendations

[ ] individual recommendations

[ ] additional referral to the Committee

ADOPTS:

letter of Intent

ATTACHES NEW FISCAL NOTE(s): @D APPROVES PREVIOUS: DepilDate)

[ ] fiscal impact

[ ] fiscal note(s)

[X] zero fiscal note Cem ~

S<.cs>?.-/c  J W aao* 1 Jzero fiscal note(s)



SPONSOR STATEMENT
HB 71

"An Act relating to the involuntary dissolution of Native
corporations; and providing for an effective date.”

Representative Foster

This bill would provide a period of time within which ANCSA
corporations that have been involuntarily dissolved because of
their failure to file a biennial report could be reinstated.

Corporations affected by this bill would be required to pay
appropriate fees as they would normally had they not been
delinquent, and, in addition, would also pay any penalties
allowable under statute before reinstatement.

! SPONSOR STATEMENT



FISCAL NOTE

STATE OF ALASKA BILL NO. HB 71
1993 LEGISLATIVE SESSION

Revision Date: Department Affected:  Commerce and Economic Development

Title:  An Act relating to involuntary dissolution of BRU:  Banking, Securities and Corporations

Native Corporations Component: B
Sponsor:  Representative Foster

Requestor: COMPONENT SERIAL NO. 1233 _
EXPENDITURES/REVENUES:

OPERATING FY o FY % FY % FY 97 FY 8B FY @
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 0 0 0 0
REVENUE
FUND SOURCE: 0 0 0 0 0 0
FUNDING:

1002 Federal Receipts 0 0 0 0 0 0
1008 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1006 GF/Program Receipts 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY 98) impact:

Prepared by:  Willis F. Kirkpatrick, D ire ¢ to r- Phone:  46-2521
Division:  Banking, Securities and Corporations Date:

Approved by Commissioner:  Paul Fuhs

Agency: Commerce and Economic Development Date:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR"S LEGISLATIVE OFFICE

Rev 11/92 Page 1 of !
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The Department of Commerce and Economic Development, Division of
Banking, Securities and Corporations, has no objection to the proposed
legislation.

The department supports this legislation in recognition that corporate status
for Native villages and regions is specifically called for in the terms and
conditions of the Alaska Native Claims Settlement Act. The department
acknowledges the unique inalienability ofthe ownership of Native Alaskans as
shareholders in Native corporations.

The department concurs that corporations affected by HB 71 should pay the
appropriate fees that would have been effective had they not allowed
themselves to become delinquent, plus any penalties allowable under AS
10.06.633(e).

The department encourages the involvement of the regional corporations and

other Native associations, such as the Alaskan Federation of Natives, in
assisting the smaller village corporations in meeting their filing requirements.

Paul Fuhs, Acting Commissioner

Date:

dgl009PP.BSC
012593b
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Law Offices Of

Jerald M. Reichlin

Attorneys At Law
Jerald M. Reichlin 880 "N" Street, Suite 203 Telephone (907)277-5955
Kenneth G. Robertson Anchorage, Alaska 99501 Telecopier (907)276-7321

December 30, 1992

Rep. Richard Foster

State Capitol

Room 611

Juneau, Alaska 99801-1182

Re:  Nunapigllurao. Inc./Reinstatement of Dissolved ANCSA
Corporations

Dear Rep. Foster:

I am writing on behalf of Nunapigllurag Corporation of Hamilton
regarding the reintroduction of legislation that would provide a "window" for
the reinstatement of ANCSA corporations that have been involuntarily
dissolved on account of their failure to File a biennial report. You introduced
similar legislation in the form of HB435 last year but it failed to gain passage
during the press of the legislature’s closing hours of business. Nunapiglluraq
Is requesting that you propose similar legislation in the House this term.
Thank you once again for your past and future efforts on behalf of

Nunapigllurag.
Very truly yours,

LAW OFFICES OF JERALD/REICHLIN

jjsri
JeraMM. Rei< in

JMR/kem
cc:  Anna Kamkoff, President

Nunapiglluraq Corp.

L.ETTER OF SUPPORT
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Representative Eileen P. MacLean

HB 73 was introduced primarily to bring state law into
compliance with federal law. In 1987, federal law was changed
to continue the property tax exemption from federal, state or
local taxation on ANCSA land indefinitely, or until development
occurs. The bill reflects those changes in state law to avoid
confusion in the application of the state's tax laws.

In the drafting process, the attorney noted other sections of state
law which need to be updated and has included those changes in
HB 73. For the most part, they represent technical or stylistic
wording changes to update state law to federal law.

This bill does not expand or reduce any benefits already
mandated by federal law. It merely cleans up state law, and
ensures that obsolete state statutes do not lead to
misinterpretation by state assessors and others who work with

Alaska's tax law.

HB 73 has a zero fiscal note from the Department of Revenue.

SPONSOR STATEMENT



State and Local Taxation,
& Regulation of ANCSA Holdines

HOUSE BILL NO. 73. by Rep. MACLEAN. Amends state law by changing reference in certain
state statutes to the original Alaska Native Claims Settlement Act (P.L. 92-203) by replacing
it with reference to the Alaska Native Claims Settlement Act, as amended (43 US.C. 1601 -

1641). The following sections of law are changed:

— AS 29.45.030(a), [Municipal Government. Municipal Taxation. Municipal Property Tax.
Required Exemptions] to exempt from general municipal taxation real property or an interest in

real property that is exempt from taxation under certain amendments to the Alaska Native
Claims Settlement Act (43 U.S.C. 1636(d), as amended).

Amends AS 29.45.030(m) by changing the definition of "developed"” to mean "...thata
purposeful modification of land, or an interest in land, [the property] from its original state
that effectuates a condition of gainful and productive present use without further substantial
modification has been made:..." (underlined language added, bracketed language deleted from
current law by this bill).

—Amends AS 43.80.015 [Revenue and Taxation. Miscellaneous Provisions. Taxation Under P.L.
92-203] by changing the title of the section to "Taxation Under Alaska Nati. e Claims
Settlement Act, As Amended." Changes reference throughout the section from "P.L. 92-203" to
"43 US.C. 1601 -1641,asamended.” The new language also cleans up other references to
provisions that have been addressed in the amendments to ANCSA.

Adds a new subsection to .AS43-80.015 that says "...reference to 43 US.C. 1601 -1641, as
amended, or to any of those sections includes the amendments and additions to any of those
sections that are made by 0) P.L. 96-487 (Alaska National Interest Lands Conservation Act);
(2) P.L 100-241 (Alaska Native Claims Settlement Act Amendments of 1987); (3) amendments
to 43 US.C. 1601 - 1641 (Alaska Native Claims Settlement Act, as amended) after December 17,
1991."

—The amendments made by this Act will be retroactive to December 18,1991.
If enacted, the bill becomes law the day after it is signed by the Governor.

Introduced January 18,1993 and referred to the House Community and Regional Affairs
Committee, the House Judiciary Committee, and the House Finance Committee.



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA
(907) -165-3867 or 465-2450

FAX (907) 465-2029 130 Sevard Sredt, Qi
Mail Stop 3101 Junea, Alaska 99801-2106

MEMORANDUM January 20, 1993

SUBJECT: House Bill 73, relating to state and local taxation and other
state regulation under the Alaska Native Claims Settlement Act,
as amended; and providing for an effective date — sectional
analysis (Work Order No. 8-LS0402\A)

TO: Representative Eileen MacLean

FROM: Jack Chenoweth
Legislative Com ity

This measure, a reintroduction of last session’s CSHB 451 (Res), amends various
provisions of state law that exempt from certain forms of state and local taxation the
property that is exempted from taxation by the Alaska Native Claims Settlement Act.
The amendments set out in this bill generally reflect the inclusion of changes made
by federal law since passage of the original Alaska Native Claims Settlement Act in
December, 1971, and the adoption of the first state law exemptions shortly thereafter.

A principal change in the federal Act was the addition of 43 U.S.C. 1636(d) by the
Alaska National Interest Lands Conservation Act of 1980. Sec. 1636(d) broadened
the various protections for lands conveyed under the 1971 Act, but did not necessarily
replace the federal tax exemption provided in the original Act. Since 43 U.S.C.
1636(d) did not supersede the exemptions and protections provided by the earlier-
enacted 43 U.S.C. 1620,1have recommended that, where reference appears in state
law only to sec. 1620 that it be followed by a second reference to sec. 1636(d) as well.

Throughout the measure, the words "as amended" are added. The intent is to
conform the rtate tax exemptions to any further changes to the federal Act in the
event the federal Act undergoes further revision in this subject matter area.

Bill section 1 an amendment to AS 29.45.030(a), a provision setl-'ng out mandatory
municipal property tax exemptions, incorporates a reference to 43 U.S.C. 1636(d), as
amended, following the existing reference 43 U.S.C. 1620(d) for the reasons noted
two paragraphs above.



Representative Eileen MacLean
January 20, 1993
Page 2

Bill section 2, also an amendment to the law applicable to municipalities, makes
technical corrections. In context, the terms that are being defined appear in 43
U.S.C. 1636(d), not in 43 U.S.C. 1620. The terms defined in the current statute are
revised to reflect the language actually used in the federal provision expressed in a
manner that is consistent with Alaska’s legislative drafting style.

Bill section 3 revises AS 43.80.015, the principal provision of state law extending an
exemption from state taxes to certain property. Specifically:

- the caption change at page 3, lines 19 and 20, substitutes the full
proper name of the federal Act fur the Public Law reference;

- deletion of reference to "the original issue" of shares in lines 20 and
21 is a substantive change; all share transactions--not just the original issues-
are made non-taxable events;

- in lines 21 and 22, "state" substitutes for "Alaska" and the exact cite
for the federal Act is inserted for the older reference; these are technical
changes to conform to the state’s drafting style;

- the changes made at lines 22 - 24 and 28 - 31 of page 3 replace
existing references with the exact federal Act cites;

- the change made by substitution of the phrase on page 4, lines 2 -
4 of the bill conforms state law to the requirement of the federal Act as to
how the basis of land received for purposes of equalization (in the event of
land trades) is to be computed; it will be computed as the federal Act directs;

- the changes made on page 4, lines 5 - 10 are in the nature of
substitutions of accurate cites and references;

- the long addition on lines 12 and 13 and the deletion of the
December, 1991, date reflect substantive changes made by 43 U.S.C. 1636(d),
a provision that expands and extends the protection from taxation given
Native- land under the amended federal Act; and

- the changes made to the balance of bill section 3 on page 4 of the
bill either substitute accurate federal law cites or make minor stylistic changes.

Bill section 4. adding a new subsection (e) to AS 43.80.015, enumerates the specific
federal legislation that have modified the original Alaska Native Claims Settlement
Act, and further allows for changes affecting the tax treatment of property that may
be made future federal amendments.



Representative Eileen MacLean
January 20, 1993
Page 3

The bill is given an immediate effective date by bill section 6. As with last session’s
measure, out of an abundance of caution, bill section 5 makes these changes
retroactive to December 18, 1991, the 20-year anniversary date of the Alaska Native
Claims Settlement Act’s taking effect. In the original Act, on that date a number of
safeguards initially enacted would have expired. All the safeguards that are of
concern for purposes of this legislation have been expanded and extended in the two
later federal Acts, especially the addition made by 43 U.S.C. 1636(d).

JC:pl
93-031.pIm



FISCAL

STATE OF ALASKA
1993 LEGISLATIVE SESSION

Revision Date:
Tide: ANCSA State Tax Exemptions

Sponsor Representative MacLean

Requestor Representative MacLean

Expenditures/Revenuos:

OPERATING P/94 FY95
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND 4 STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0

CAPITAL

REVENUE FUND SOURCE:

FUNDING:

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Proqram Receipts
1006 GF/MHTIA

Other

TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of currentyew (FY93) Impact: $

ANALYSIS: (Attach a separate page if necessary)

This bill has no effect crt flw Stats since there is no state property tax.

Larry E. Mayas. Director -t
Income and Excise Audit JLE

Prepared by:

D iv is io n

Approved by Commissioner Darrel J. Rexwinkel

Agency: Department of Revenue

N OTE

BELL NO. “BT73
Dept. Affected: Revenue
"BRU: Revenue Operations
"Component: Income and Excise Audit
COMPONENT SERIAL NO. 113

(Thousands of Dollars)

FY96 FY97 FY98

(Thousands of Dollars)

Phone: 465-2320
Date: 1/21/93
Date: 1/21/93

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information call ths Governor's Legislative Office

(Rv 11/8) Bfinojc0eR

Page 1 of 1

FY99



A lask a F ederation o f N atives, Inc

January 27,1993

Representative Eileen MacLean
Alaska State Legislature

Caprtol Office Building

Juneau, Alaska 99811

Dear Representative MaclLean:

The Alaska Federation of Natives has reviewed House Bill 73 as
introduced on January 18,1993. This letter is intended to convey the
Federation’s support for the bill as introduced.

With the exception of two language changes, HB 73 is identical to CSHB
(Resources) introduced in the Second Session of the 17th Alaska Legislature.

Amendments to AS 43.90.015, as HB 73 proposes, will prevent
Inconsistencies with AS 29.45.030 (m) and bring AS 43.90.015 into conformity
with the Alaska Native Claims Settlement Act (ANCSA), as amended.

ANCSA provisions are controlling in this matter and thus amending Alaska
statutes via HB 73 will serve to limit the potential for future conflict and litigation
expenses.

| view HB 73 simply as an effort to conform state law with federal law.

Thank'you for your interest in this matter.

Sincerely,

Julie E Kitka
President



«L and Protections

The land protections described in this section are probably the most
significant gains for Alaska Natives contained in the "1991" lav.

The "1991" lav provides that all "undeveloped" land owned by village,
urban and regional corporations automatically have the following protections:

1 The land cannot be tazed.
2. The land cannot be taken by trespassers vho otherwise
might acquire rights to the land through adverse
possession (also known as trespassers or squatters' rights).
3. The land cannot be taken by creditors to pay a debt owedby
the corporation.
4. The land cannot be lost if the corporation files
bankruptcy.
5- The land cannot be lost even if the corporation is
involuntarily dissolved.

Because these land protections are so important, they are now auto-
matic. The corporation's board of directors does not need to take action, un-
less an activity creating "development"” has already occurred. Shareholders do
not need tovote in order to protect the corporation’s undeveloped land.

LAND AUTOMATICALLY PROTECTED FROM

Taxes on Bad debts Adverse possession

undeveloped land
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Loss of Land Protections

Members of a Native corporation board of directors must understand
that actions they take could result in the loss of these land protections. Land
protections can be lost in three ways:

1. Leased: If the board of directors leases the land, the protections are
lost. Even though the leased land is not 'developed,” it can be taxed, taken by
adverse possession or sold by creditors or a bankruptcy judge to pay the

corporation’s debis. wm TO LOSELAND PROTECTIONS

Exception: If the
purpose of the lease is to
allow ail, gas or mineral
exploration, then the land
protections continue to
apply.

2. Pledged: Protec-
tions can be lost if the
board of directors mort-
gages or pledges the land
as security in acommer-
cial transaction, such as a PledQEd
bank loan. If the land is

pledged, it can be taied and it can be sold by
creditors or a bankruptcy judge to pay the
corporation’s debts.

3. Hffirclooed: If the board of directors
developsd&e land, it loses the automatic protec-
tions. The land can be taxed, taken by adverse
possession, or, if the corporation gets into
trouble, the land can be seized and sold by credi-
tors or a bankruptcy judge to pay the
corporation’s debts.

Developed

"Him— — niiw iiinn niiitiniiiainnH M nhiiiihhiii—



Niaiive corporations should be verv cautious about pledging their unde —

veloped 3arid lo a hank or anvone else.

Definition of "Developed” Land

The “1991" lav defines "developed” as "z purposeful modification of
Iznd from its original state that effectuates a condition of gainful and produc-
tive present use without further substantial modification."

Because this definition is complicated, it is important that a board of
directors be very cautious when it makes decisions about using the
corporation's land. If there is any question that a board action or decision
might result in losing land protections, the board should seek advice from an
attorney before a final decision is made.

Some things can be done on the land without losing the protections. In
some circumstances, land can be surveyed, and roads, electricity lines and
sewers can be built. Whether such actions are “safe” can only be determined
on a case by case basis.

Finally, land is automatically considered to be “developed™ if it is subdi-
vided, even if no changes are made to the land. For that reason, the corpora-
tion should never subdivide any of its land without careful study of the im-
pacts on the status of its land.

To protect important subsistence uses, the law says that hunting and
fishing on village and regional corporation land do not make the land “devel-
oped." For that reason, fish camps, trapping cabins and other structures may-
be built and used on the land if they are needed for subsistence hunting,
fishing or gathering. The corporation may also charge a fee to hunters, fisher-
men and guides without losing the protections of “undeveloped™ land.

Regaining Land Protections

Even if land is mortgaged, leased or “developed,”the protections auto-
matically resume when the mortgage or lease expires or the development
ends. For example, if a village corporation leases some of its land for five
years, during the years it is leased, the land can be taxed or sold to pay the
corporation's debts. However, when the five years are over and the lease
expires, the land is again automatically protected from taxation and creditors.

900 9CIL (] S2AVL 132 My cnnH q



El2d pie: A corporation runs a gold-mining operation on oiherwise-
undeveloped land. During the years that the mining Lakes places, the land can
be taxed or taken to pay a debt. But if the corporation closes down the mining
operation, and restores the land toits original condition, the land then quali-
fies as “undeveloped"and gains back the protection lost when the venture
began.

If a corporation has already subdivided land, it can be returned to “un-
developed™ status if the land is resubdivided back to its original state. The
resubdivision must be approved by whichever platting authority has jurisdic-
tion. In these cases, the protections do apply to land that was previously

subdivided.

Timber Development

The “1991" law makes an important change on how protections apply to
timber development. For example, if a village cor-
poration cuts timber on its land, only the approxi-
mate area where timber is actually cut can be
taxed. Under the old law, a larger area of land
would lose the protections and thus become vul-
nerable V, taxes and loss by other means. Now.
protections are lost only on the parcel of land
where timber cutting and development are actually
occurring and only during the period of harvest.

Timber lands can also regain land protection.
During the years a village corporation cuts timber

for commercial sale, the land is considered “devel- Only area where
oped,” and thus can be taxed, if the corporation is timberiscut
in a taxing jurisdiction, or taken to pay creditors. loses protection

W hen the commercial harvest ends, though, the
land is no longer considered to be “developed” and the land is automatically

protected.

Taz Recapture on Subdivided Land
i
If a Native corporation is in a taxing jurisdiction and its land is subdi-
vided, the corporation must pay the amount of taxes that would have been



levied curing tiie 30 months before the subdivision plat is recorded. The
back laies must be paid in semi-annual installments. The entire amount
must be paid off within 30 months of the date the plat is recorded.

Before the final plat is approved, the government with las jurisdiction
must notify the corporation of the taxes it will owe.

Example: Corporation 1 decides to subdivide 50  TAX RECAPTURE
acres on a scenic river site. Until now, the land has
been ‘Undeveloped™ and exempt from property
taxes. On September 1, 1990. the subdivision plat is
recorded. The corporation must pay an amount equal
to property taxes it would have paid on that 50 acres
from March 1, 19SS to September 1 1990. The total
tax bill on the 50 acres is $10,000. Corporation Z
must make its first $2,000 payment March 1, 1991,
The total bill must be paid off by March 1, 1993.

Tax recapture applies onlv if the land being
subdivided iswithin the boundaries of a taxing juris— SUdeVIded Iand
diction, such as a borough or municipality with the

power to tax.

Summary

One of the most important changes made by the “1991" law is that Land
Bank protections are now automatic. No board action isrequired because the
land protections automatically apply to all undeveloped ANCSA lands. Native
land, so long as it remains undeveloped, is protected from property taxes,
from squatters, from being taken to pay a bad debt and from bankruptcy.

Before, corporations had to apply to the federal government to get these
protections. Now*, they"re automatic; nothing else is required. A corporation
loses these protections if its land is pledged, leased, developed or subdivided.
Native corporation board members must recognize the types of actions that
may result in losing lane* protections.

Board members may want to review the status of their lands in light of
the definition of “developed,”™ to determine whether any of the corporation$
land does not qualify for automatic protections.

Even if the land protections are lost, they can be regained if the lease

ends or development activity stops.
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Date Referred: January 18, 1993 FURTHER REFERRALS: Judiciary
Finance

Date of Committee Action: t- 3*ft -a3>

The COMMUNITY AND REGIONAL AFFAIRS Committee considered: HB 73
HOUSE BILL NO. 73 ANCSA STATE TAX EXEMPTIONS

"An Act relating to state and local taxation and other state regulation as affected by the Alaska Native Claims
Settlement Act, as amended, and related federal statutes; and providing for an effective date."”

RECOMMENDATIONS: e same title
be replaced with ] a new title

[ ] have attached amendments(s)

0(j do pass

[ ] do not pass
[ ] no recommendations
individual recommendations

[ ] additional referral to the Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): (O) APPROVES PREVIOUS: (Dcpi/Dalc)
[ ] fiscal impact [ ] fiscal note(s)

[X] zero fiscal note R W e. tv AS: [ ] zero fiscal note(s)
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A la s k a S ta te L e g islature

House of Representatives

Stale Capitol
Juneau, Alaska 99801-1182
(907) 105-3718

House Majority Leader

HOUSE BILL 76 (Purchase of inholdings and timber rights in
Kachemak Bay State Park)

HISTORY OF KACHEMAK BAY BUYBACK

In 1970 the Alaska State Legislature set aside 250,000 acres
across from Homer, creating Kachemak Bay State Park 1in order
to protect these pristine lands and waters for their unique

and exceptional scenic beauty and recreational use......

During the years 1971 thru 1974, the Alaska Native Claims
Settlement Act allowed the Seldovia Native Association (SNA)
to make a selection of 69,000 acres of land in the Seldovia
area; however, the state protested two of SNA"s selections
leaving them no alternative but to select the remaining
30,000 acres within Kachemak Bay State Park.

In 1975, then Governor Jay Hammond agreed that the State
would work with the Seldovia Native Association to attain
a land trade for SNA"s park inholdings.

Four years later, SNA signs a Memorandum of Understanding
to exchange its inholdings for state lands of equivalent
value.

Four more years go by, and during the period of 1982 thru
1986, only two small land trades take place totaling 5,000
acres and further negotiations failed to trade the remaining
inholdings due to a shrinking pool of state lands and
disagreements over land values.

sgn
3-22-93



Page Two
House Bill 76 - Continued

In 1987 land trade negotiations failed again with the state
and the Seldovia Native Association sells its timber rights
to Timber Trading Company (TTC).

The State in 1988 approaches Timber Trading and the Seldovia
Native Association with an offer of a trees-for-trees and
a land-for-land trade.

A year later, the state, (SNA) and (TTC) sign a preliminary
exchange agreement outlining the process for conducting
appraisals and creating replacement pools for land and timber.
That same year, SNA"s land value is appraised by separate
appraisers at different amounts and a three party review panel
makes a determination as to a land cash value. Timber Trading
receives appraisal figure for the Seldovia area timber while a
combined state and TTC arbitrater sets the value at a different
level for exchange purposes.

Former Governor Steve Cowper, 1in 1990, 1introduces an appropriations
bill to provide for the cash purchase of SNA"s park inholdings and
TTC"s timber in lieu of the state presenting any timber or land

exchange package. Four days before the close of the legislative
session, Cook Inlet Region, 1Inc. (CIRlI) enters the proposed purchase
for subsurface rights within the park. The appropriations bill fails

the House on a 20-20 vote.

Following the bill"s failure, TTC begins the application process
to secure the necessary permits to begin timber harvesting.

In 1991, 1legislation 1is introduced in both the House and Senate
to purchase land, timber and subsurface rights within Kachemak
Bay State Park. Neither bill is enacted and TTC formally

submits prfeliminary permit applications to the State of Alaska.
The state holds public hearings in Anchorage, Homer and Seldovia.

Major focus is on the Kachemak Bay Buyback during 1992. SNA, TTC
and CIRI agree to a $22 million cash buyout package. Legislation
is introduced in both the House and Senate for the purchase from
Exxon Oil Spill monies and/or through a contingent appropriation
from the Restoration Endowment. Legislation fails to pass the
17th Legislature.

sgn
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Before the 18th Legislature convenes on January 11, 1993. the
following events occured: $20,500,000 1is deposited in the Alyeska
Settlement Fund from an Agreement & Consent decree (civil settlement)
entered November 25, 1992 which includes an allocation of $7,500,000
for the purchase of the inholdings in Kachemak Bay State Park;
additionally the Exxon Oil Spill Trust Council okays a $7,500,000
appropriation from Exxon Settlement Funds for Kachemak purchase and
House Bill 76, which Representative Gail Phillips introduces on
January 22, provides for the remaining appropriation of $7,000,000
from the criminal fines levied against Exxon to complete the Tfunding
package for the purchase.

On March 4, Governor Hickel formally announces an agreement between
all concerned parties to buyback the private inholdings in Kachemak
Bay State Park. The agreement is formally signed by the Seldovia
Native Association, Cook Inlet Region, Inc., Timber Trading Company,
Inc., and the State of Alaska.

sgn
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FOR RELEASE: March 4, 1993
No. 93-053

GOVERNOR HICKEL ANNOUNCES KACHEMAK BUYBACK

JUNEAU—Kachemak Bay State Park will be made whole again under
an agreement to buyback private inholdings announced today by Governor

W alter J. Hickel.

The purchase agreement between the State of Alaska and the
Seldovia Native Association, Timber Trading Company and Cook Inlet
Region Inc., would transfer all rights to 23,802 acres of timberland within
the park back to the state. The purchase price is $22 million.

"This has taken a long time to put together, but I think we have a
workable agreement where everybody wins,” Governor Hickel said. "I
want to thank all the interested parties for their patience and
perseverance. And | hope the Legislature will look the agreement over

and act quickly to approve it."

Of the $22 million purchase price, $15.5 million will go to SNA, $4.5
to TTC, and $2 million to CIRI. The agreement is subject to the Legislature
appropriating $7 million from the $50 million criminal restitution fund
resulting from the Exxon Valdez spill and endorsing the Alyeska
settlement, which provides another $7.5 million. The Exxon Valdez
settlement trustees have agreed to fund the final $7.5 million.

House Majority Leader Gail Phillips, R-Homer, commented, "Many,
many Alaskans have worked for years to get to this day. My appreciation
goes to the Governor and the A.G. and all Alaskans for achieving this
finality. I'm very, very pleased for the Seldovia Native Association for
their lands issue finally to be resolved.”

Rep. Mike Navarre, D-Kenai, who's been working on the issue for
many years, said, "l was always confident this would eventually be

GOVERNOR'S NEWS RELEASE
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accomplished, and I'm glad to see it's finally been resolved. I'm hopeful
the Legislature and the SNA board will approve the components of the
agreement. My congratulations to Governor Hickel and Charlie Cole and to
the Citizens' Coalition for all their help.”

Senator Suzanne Little, D-Soldotna, added, "While the progress we've
made is terrific, there's much remaining to be done. There are three bills
currently in, but a lot needs to be done to put together the legislation. I'm
looking forward to working on it."

All three legislators expressed their thanks to SNA President Fred
Elvsaas for his tenacity on the issue.



State Capitol
Juneau, Alaska 99801-1182

Official Business
(907)405-3718

House Majority Leader

HOUSE BILL 76 (Purchase of inholdings and timber rights in
Kachemak Bay State Park)

HISTORY OF KACHEMAK BAY BUYBACK

In 1970 the Alaska State Legislature set aside 250,000 acres
across from Homer, creating Kachemak Bay State Park in order
to protect these pristine lands and waters for their unique

and exceptional scenic beauty and recreational use......

During the years 1971 thru 1974, the Alaska Native Claims
Settlement Act allowed the Seldovia Native Association (SNA)
to make a selection of 69,000 acres of land in the Seldovia
area; however, the state protested two of SNA"s selections
leaving them no alternative but to select the remaining
30,000 acres within Kachemak Bay State Park.

In 1975, then Governor Jay Hammond agreed that the State
would work with the Seldovia Native Association to attain
a land trade for SNA®"s park inholdings.

Four years later, SNA signs a Memorandum of Understanding
to exchange 1its inholdings for state lands of equivalent
value.

Four more years go by, and during the period of 1982 thru
1986, only two small land trades take place totaling 5,000
acres and further negotiations failed to trade the remaining
inholdings due to a shrinking pool of state lands and
disagreements over land values.

sgn
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In 1987 land trade negotiations failed again with the state
and the Seldovia Native Association sells its timber rights
to Timber Trading Company (TTC).

The State in 1988 approaches Timber Trading and the Seldovia
Native Association with an offer of a trees-for-trees and
a land-for-land trade.

A year later, the state, (SNA) and (TTC) sign a preliminary
exchange agreement outlining the process for conducting
appraisals and creating replacement pools for land and timber.
That same year, SNA"s land value 1is appraised by separate
appraisers at different amounts and a three party review panel
makes a determination as to a land cash value. Timber Trading
receives appraisal figure for the Seldovia area timber while a
combined state and TTC arbitrater sets the value at a different
level for exchange purposes.

Former Governor Steve Cowper, in 1990, introduces an appropriations
bill to provide for the cash purchase of SNA®"s park inholdings and
TTC ™ timber in lieu of the state presenting any timber or land

exchange package. Four days before the close of the legislative
session, Cook Inlet Region, 1Inc. (CIRI) enters the proposed purchase
for subsurface rights within the park. The appropriations bill fails

the House on a 20-20 vote.

Following the bill®"s failure, TCC begins the application process
to secure the necessary permits to begin timber harvesting.

In 1991, Ilegislation is introduced in both the House and Senate
to purchase land, timber and subsurface rights within Kachemak
Bay State Park. Neither bill is enacted and TCC formally
submits prfeliminary permit applications to the State of Alaska.
The state holds public hearings in Anchorage, Homer and Seldovia.

Major focus is on the Kachemak Bay Buyback during 1992. SNA, TCC
and CIRI agree to a $22 million cash buyout package. Legislation
is introduced in both the House and Senate for the purchase from
Exxon Oil Spill monies and/or through a contingent appropriation
from the Restoration Endowment. Legislation fails to pass the
17th Legislature.
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Before the 18th Legislature convenes on January 11, 1993, the
following events occured: $20,500,000 1is deposited in the Alyeska
Settlement Fund from, an Agreement & Consent decree (civil settlement)
entered November 25, 1992 which includes an allocation of $7,500,000
for the purchase of the inholdings in Kachemak Bay State Park;
additionally the Exxon Oil Spill Trust Council okays a $7,500,000
appropriation from Exxon Settlement Funds for Kachemak purchase and
House Bill 76, which Representative Gail Phillips introduces on
January 22, provides for the remainding appropriation of $7,000,000
from the criminal fines levied against Exxon to complete the funding
package for the purchase.

On March 4, Governor Hickel formally announces an agreement between
all concerned parties to buyback the private inholdings in Kachemak
Bay State Park. The agreement is formally signed by the Seldovia
Native Association, Cook Inlet Region, 1Inc., Timber Trading Company,
Inc., and the State of Alaska.
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AGREEMENT FOR SALE AND PURCHASE OF LANDS AND INTERESTS WITHIN

KACHEMAK BAY STATE PARK

THIS AGREEMENT is made by and between the Seldovia Native Association (SNA), Timber
Trading Company (TTC), Cook Inlet Region, Inc. (CIRI), as "Sellers", and the State of Alaska as
"Purchaser" (collectively, the "Parties").

1. GRANT OF OPTION. Sellers hereby each grant to Purchaser the exclusive option to
purchase all Sellers' property rights within the Kachemak Bay State Park, as more particularly
described in Attachment A ("the Property"), such purchase to be made in accordance with the terms
and conditions of this Agreement.

2. EXERCISE OF OPTION. Purchaser hereby agrees, subject to all appropriations required
to be made by the Alaska Legislature to provide for payment of the purchase price and subsequent
approval of such appropriations by the Governor of Alaska, to exercise its exclusive option to purchase
the Property in accordance with the terms and conditions of this Agreement.

3. OPTION TERMS. The option payment is Ten Dollars ($10.00), the receipt and
sufficiency of which is hereby acknowledged by Sellers. The option ma> be exercised during the
period beginning with Purchaser's execution of this Agreement and ending December 31, 1993
unless extended in writing by the parties. This option shall be exercised by written notice from
Purchaser to Sellers at the below provided addresses.

4. PURCHASE PRICE. The purchase price for the Property is $22 million, with agreed
upon payments of $15.5 million to SNA, $4.5 million to TTC, and $2 million to CIRI.

5. INTEREST CONVEYED. At closing, Sellers each shall execute and deliver to Purchaser
such deeds or assignment documents as may be necessary to convey their respective interests to the
property. SNA and CIRI do hereby warrant and represent to Purchaser as follows: (1) that SNA and
CIRI are vested with title to the property to the extent conveyed to SNA and CIRI pursuant to BLM
Interim Conveyance Numbers 139, 304 and 372 with respect to SNA and Interim Conveyance
Numbers 102, 140, 305 and 373 with respect to CIRI, and (2) that no liens, encumbrances, defects or
third party interests have been created in the Property, except that SNA has conveyed certain timber
rights on the Property to TTC pursuant to the Timber Sale Agreement dated May 30, 1987 (‘'Timber
Agreement”). TTC does hereby warrant and represent to Purchaser as follows: (1) that TTC holds all
interests in the Property conveyed by the Timber Agreement; and (2) that no liens, encumbrances,
defects or third party interests have been created in the interest conveyed to TTC by the Timber
Agreement. At closing, Sellers each shall execute and deliver to Purchaser such deeds or
assignment documents warranted as above described as may be necessary to convey their respective
interests to the Property. If any Seller fails to convey title or other interest as required by this
Agreement, Purchaser is no longer bound by this Agreement with respect to any Seller. No Seller
shall be liable for the acts or inability of another Seller to convey title.

6. RIGHT TO ENTER PROPERTY. Sellers agree that from the date this Agreement is fully
execu:ed by the Parties, Purchaser arid its agents, upon reasonable notice, shall have the right to
enter the Property for all lawful purposes in connection with this Agreement, including
environmental audit purposes, provided Purchaser provides sufficient indemnification to the Sellers.

7. CLOSING PLACE AND DATE. The Parties agree to endeavor in good faith to close on
or bernre 60 days after all appropriations made by the Alaska Legislature have been made and
appro/ed by the Governor, including those related to funds provided by the Alyeska settlement and
the Exxon Valdez Trustee Council; provided, however, if documents that are required to be provided
or completed and executed by the Parties have not been tendered by that date, the closing shall

SALE AGREEMENT



take place within 60 days after receipt of such documentation. The date, time and location of closing
shall be set by Purchaser.

8. OTHER AGREEMENTS AND ACTIONS. The Parties agree to take other action or
enter into other agreements reasonably necessary to the exercise and closing of this Agreement,
including Attachment C.

9. TERMINATION. Unless otherwise agreed to in writing by each of the parties, this
Agreement shall terminate upon closing or on December 31, 1993, whichever is earlier; provided,
however, this Agreement shall automatically terminate if, during its 1993 session, the Legislature does
not appropriate all funds required to be appropriated to provide for payment of the purchase price,
or ifthe Governor vetoes such appropriation by the Legislature.

10. SEVERABILITY. In the event any of the provisions of this Agreement are deemed to be
unenforceable, the enforceability of the remaining provisions of this Agreement shall not be affected.

11. SIGNATURE AUTHORITY. Each signatory to this Agreement represents that he has the
authority to bind his principal to this Agreement. This Agreement may be executed in several
counterparts, each of which shall be an original, but all of which shall constitute the same instrument.

12. NOTICE. Written notices shall be provided to the parties at the following addresses:

Seldovia Native Association State of Alaska
P.O. Drawer L Department of Natural Resources
Seldovia, AK 99663-0250 Director, Division of Land

P.O. Box 107005
Cook Inlet Region, Inc. Anchorage, AK 99510-7005
P.O. Box 93330
Anchorage, AK 99509-3330 Craig Tillery

State of Alaska
Timber Trading Company, Inc. Attorney General's Office
3501 Denali St., Suite 202 1031 West 4th Ave. Suite 200
Anchorage, AK 99503 Anchorage, AK 99501
Seldovia Native Association Timber Trading Company, Inc.
By: By:
Its: Its:
Date: Date:
Cook Inlet Region, Inc. State of Alaska
Bv: By:
Its: Its:
Date: Date:

sale & Purchase Agreement - KBSP -2-



Attachment A

CIRlI Lauds Remaining w/in Kachemak Bay State Park

Seward Meridian. Alaska

Township 7 South, Range 12 West

Sec. 12, W2, SE4, S2NE4;
Sec. 31, all;
Sec. 33-34, all.

Containing 2,469.00 acres, more or less.

Township 8 South, Range 12 West

Sec. 2, W2;

Sec. 3-4 all;

Sec. 5, (fractional), excluding ADL 49431,

Sec. 6, (fractional), excluding ADL ~8787, ADL 49431, ADL 46149, ADL
46150, ADL 46151, ADL 46152, ADL 46153, ADL 46650 and
ADL 41043;

Sec. 7-8, (fractional), all;

Sec. 9-11, all;

Sec. 13-15, ail;

Sec. 16, (fractional), excluding ADL 46773,

Sec. 21, (fractional), excluding ADL 47665, ADL 41036 and ADL 41300;

Sec. 22-27, all;

Sec. 28-29, (fractional), all;

Sec. 30, (fractional), excluding U. S. Survey 3605;

Sec. 31-33, (fractional), all;

Sec. 34, all.

Containing 15,408.83 acres, more or less.

Township 8 South, Range 13 West

Sec. 24, Lot 8 of U. S. Survey 4742,

Containing 5.00 acres.

Township 9 South, Range 13 West

Sec. 1, (fractional), all;
Sec. 2, E2, NW4,;
Sec 11, NE4.

Containing 1,275.00 acres, more or less.

Aggregating 19,157.83 acres, more or less.

Sale and Purchase Agreement - KBSP



Attachment C

AGREEMENT REGARDING TIMBER HARVEST RIGHTS

ON LANDS ADIACENT TO PETERSON BAY

State of Alaska agrees that nothing in that certain Agreement for Sale and Purchase of
Lands and Interests Within Kachemak Bay State Park shall restrict the ability of Timber
Trading Company, Inc. (hereinafter TTC) to pursue permits necessary for timber harvest
operations; provided, however, TTC shall nhot commence timber harvest operations until
such time that the Agreement has terminated. Additionally, TTC agrees to not exercise
its timber harvest rights on lands adjacent to Peterson Bay, including Island Peninsula, as
more particularly described in Attachment B, attached hereto and made part hereof, or
to convey such harvest rights to any other entity before April 30, 1999.

Timber Trading Company, Inc. State of Alaska
By: By..

Its: Its:

Date: Date:

Reviewed and Acknowledged

Seldovia Native Association

By..

Its:

Date:



HOUSE COMMITTEE REPOtET

Date Referred: January 22, 1993 FURTHER REFERRALS Resources
Finance
Date of Committee Action: 3- 2. S*

The COMMUNITY AND REGIONAL AFFAIRS Committee considered: HB 76
HOUSE BILL NO. 76 APPROP: KACHEMAK BAY ST. PK.TIMBER RIGHTS
"An Act making a special appropriation to the Department of Natural Resources
for the purchase of the inholdings of the Seldovia Native Association and the

Cook Inlet Region, Inc., and the timber rights of the Timber Trading Company,
within the Kachemak Bay State Park; and providing for an effective date.”

RECOMMENDATIONS: | ] the same title
be replaced with 1 ] a new title

[ ] have attached amendments(s)

[ ] do pass

[ ] do not pass
[ 1 no recommendations
[/] individual recommendations

[ ] additional referral to the Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): A APPROVES PREVIOUS: (Depi/Diic)
[ ] fiscal impact [ ] fiscal, note(s)

ft ] zero fiscal note T'<sA S & * s*- [ ] zero fiscal notefs)

OTHER RECOMMENDATIONS DNP



STATE OF ALASXA

1993 LEGISLATIVE SESSION

Revision D ata:

Titla: Purchase of Inholdings and Timber

Rights in Kachemak Bay State Park
*

Sponsor: Gail Phillips

Roqusstor: Community and Regional Affairs
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FISCAL NOTE
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COMPONENT SERIAL NO. 0486Q 477
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KACHEMAK BAY CITIZENS COALITION PROFILE

In October 1988, a broad-based group of Homer and Anchorage residents met in
Homer to discuss a response to a timber sale on Seldovia Native Association land
within Kachemak Bay State Park. From the initial group of about 15, the Kachemak
Bay Citizens Coalition increased in numbers as news of the problem spread. Efforts
were made to contact potentially concerned people through mailings and meetings.

Currently, over 7000 people have signed petitions in support of a buyback of
inholdings of Seldovia Native Association, Timber Trading Company, and Cook Inlet
Region, Inc. within Kachemak Bay State Park. These people want the State of Alaska
to purchase these private inholdings for inclusion in Kachemak Bay State Park.
Additionally, citizens do not want to see logging take place just outside the park on the
Island Peninsula separating Peterson and China Poot bays, or in the Rocky River-Red
Mountain area.

The largest number of petition signers from Alaska, about 39%, are from the
Anchorage-Girdwood-Chugiak area. About 31% are from the Homer-Anchor Point
area, and 29% are from 66 other cities, towns, and villages in Alaska, from Barrow to
Ketchikan. Additionally, over 1000 persons from all 50 states, the District of
Columbia, and 15 countries have also sighed KBCC petitions, tourists who are drawn
to the Kachemak Bay area's scenic beauty, recreation and fishing opportunities.
Interest in the issue has continued to grow, especially in the last three years.

The Homer-Anchor Point petition signers represent a cross section of area residents,
with many working within tourism or commercial and charter fishing industries. Many
people there feel very strongly about this issue and adamantly oppose commercial

logging in the Kachemak Bay State Park area. Some own or work for businesses that
may be jeopardized if commercial-scale logging were to take place within Kachemak
Bay State Park. Still others were involved in the Exxon Valdez oil spill cleanup effort.

There are many visitors to Homer from Anchorage, the Kenai Peninsula, the
Matanuska-Susitna Valley, and Fairbanks as well as elsewhere who want to see the
area preserved for its unique scenic beauty and as a popular tourist and fishing
destination. There are petition signers who own recreational or investment property in
Homer or have summer homes or cabins in Bear Cove, Halibut Cove, Saoie Cove,
Peterson, China Poot, Jakolof, and Tutka bays.

Buyback supporters include teachers, students and volunteer naturalists who visit the
aiea to take part in marine science education programs such as the ones offered by
the Center for Alaska Coastal Studies or are involved in adult education in the natural
resources field. The students are from publ'c and private schools and come in the

ADDITIONAL BACKUP



KACHEMAK BAY STATE PARK BUYBACK ISSUE
Fact sheet

1971 - Kachemak Bay State Park (KBSP) receives temporary aoproval.

1974 - Linder the Alaska Native Claims Settlement Act (ANCSA), Seldovia Native Association
(SNA) receives nearly 30,000 acres within KBSP.

1979 - Memorandum of Understanding signed which, among other things, commits the State and
SNA to exchange SNA's KBSP holdings for state land of equal value.

1983, 1985 - Two small land exchanges complete, SNA still owns 23, 642 acres within the Park.

1987 - SNA signs 12 year timber harvest contract with Timber Trading Co.(TTC) on its lands
inside KBSP and on the Island Peninsula directly across Kachemak Bay from Homer, and Jakolof

Rocky River/Red Mountain area.

1988 - Kachemak Bay Citizens Coalition forms to facilitate the reunification of KBSP and to
prevent logging within KBSP. To date, over 7,0C0 people have signed petitions to support these

objectives.

1990 - Land and dmber trade ideas are abandoned in favor of a $20 million cash buyout that does
not address Cook Inlet Region, Inc. (CERI's) subsurface inholdings. A bill introduced by Rep.
Mike Navarre fails in the House on a 20-20 voce.

1990-1991 - TTC unveils a logging plan on SNA land across from Homer using helicopters and
barges. Many people testify in objection to this plan in Homer and Anchorage. Another buyback
bill, HB 83 introduced by Rep. Mike Navarre passes the House but is not voted on in the Senate.

February, 1992 - SNA, TTC, and CIRI sign a statement of intent to sell their collective property
rights within KBSP to the State for $22 million. This would be divided roughly with $15.4
million for SNA, $4.3 million for TTC, and $2.3 million for CIRIl. The agreement expires after
July 15, 1992.

Spring 1992 - HB 411, using $50 Exxon Valdez Oil Spill (EVOS) criminal penalty money and
including about $ 11 million for the buyback of inholdings in KBSP passes the House and Senate,
but is vetoed by Governor Hickel on July 15.

August, 1992 - After the Governor's veto, TTC and SNA announce suspensions of their discount
prices to the State and return to earlier appraisers' higher valuations. CIRI does not comment.

September, 1992- EVOS Trustee Council hears testimony from the public favoring the use of civil
penalty money for habitat acquisition.

November, 1992 - Gov. Hickel announces a $32 million settlement with Alyeska Pipeline
Corporation for their role in the Exxon Valdez QOil Spill. The settlement language includes $7.5
million for the purchase of SNA, TTC, and CERI's inholdings within Kachemak Bay State Park.

January 19, 1993 - EVOS Trustee Council approves expenditure of $7.5 million civil penalty
money for acquisition of imminendy threatened habitat within Kachemak Bay State Park from
SNA, TTC, and CIRI, bringing to $15 million the funds already identified for the purchase of their

inholdings.

March 4, 1993 - The Governor's office announces the signing of a purchase agreement between
SNA, TTC, CIRI, and the State. The three native groups agree to sell their inholdings to the State
for inclusion in Kachemak Bay St2te Park for $22 million, the same amount as in 1992.
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Quarterly Average Value of U.S. Softwood Log

Exports to the Pacific Rim

Per/IMbf

75 L 76 177 178 179 180 181 182 183 104 185 106 187 188 109 190 191 192 |93

Source: U.S. Dept, of Agriculture, PNW-RP-432, 1/91 and PNW-RB-193, 9/92.
Note: Average value of 4th quarter 92 & 1st quarter 93 (---) is estimated by Koncor, 3/93.



