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Kenai Peninsula Borough

Board of Equalization Hearing Minutes
September 14, 2006 Borough Assembly Chambers

CALL TO ORDER

The Kenai Peninsula Borough Board of Equalization convened on September 14, 2006, in the
Assembly Chambers of the Borough Administration Building in Soldotna, Alaska.  Board Chair
Betty Glick called the hearing to order at 9:00 a.m.

ROLL CALL

There were present:

Betty Glick, Chair
Jerry Hobart, Vice Chair
Saylor Rehm
Michael Wiley

Kathleen Haywood, Alternate

comprising a quorum of the Board.

Also in attendance were:

Blaine Gilman, Attorney for the Board of Equalization
Sherry Biggs, Borough Clerk
Johni Blankenship, Deputy Clerk

APPROVAL OF MINUTES

May 22, 2006 Board of Equalization Hearing Minutes

MOTION: Hobart moved to approve the May 22, 2006
Board of Equalization Hearing Minutes.

SECOND: Wiley.

[Clerk’s Note: Board Chair Glick made a technical amendment to the May 22, 2006
Board of Equalization Hearing Minutes.]

MINUTES APPROVED AS AMENDED: Unanimous.

May 23, 2006 Board of Equalization Hearing Minutes

MOTION: Rehm moved to approve the May 23, 2006
Board of Equalization Hearing Minutes.

SECOND: Wiley.
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[Clerk’s Note: Board Chair Glick made two  technical amendment to the May 23,
2006 Board of Equalization Hearing Minutes.]

MINUTES APPROVED AS AMENDED: Unanimous.

May 24, 2006 Board of Equalization Hearing Minutes

MOTION: Wiley moved to approve the May 24, 2006
Board of Equalization Hearing Minutes.

SECOND: Rehm.

MINUTES APPROVED: Unanimous.

NEW BUSINESS

Approval of the Proposed Settlement Agreement between Tesoro Alaska
Petroleum Company and the Kenai Peninsula Borough

Board Attorney Blaine Gilman clarified the purpose of the hearing was for the review of the
proposed settlement agreement which, if approved, gave Borough Assessor Shane Horan authority
to sign the agreement.

Borough Clerk Sherry Biggs swore in Borough Assessor Shane Horan and Tesoro Vice President
Steve Hanson.

OVERVIEW OF PROPOSED SETTLEMENT AGREEMENT (By KPB Assessing Department)

Kenai Peninsula Borough Assessor Shane Horan, gave an extensive overview of the events leading
to the settlement agreement.  He stated an agreement had been reached in September of 2006
between Tesoro Alaska Petroleum Company and the Kenai Peninsula Borough Assessing
Department that was believed to present a fair reflection of the full and true value of the refinery
for the 2006 assessment year and to provide a formula for determining the full and true value of the
refinery through assessment year 2010.  He stated the agreement was a culmination of three years
of contentious and expensive appeals and proceedings regarding the assessment of the refinery but
would also save in the large expenditure of time, resources and monies related to the value of each
year.  He reviewed improvements which were  made to the Tesoro Refinery.  He gave a brief history
of the Tesoro Refinery and outlined assessed values over the last seven years.  Mr. Horan
summarized the appraisal process as it applied to the Tesoro Refinery.  Finally, he reviewed the
2006 refinery valuation model calculation as follows: 

(2004 Base Value  x  Crack Spread  x  Crude Rate  =  Refinery Value)

QUESTIONS BY THE BOARD OF EQUALIZATION

Board Member Wiley asked Mr. Horan if any consultants had reviewed the agreement and if so, did
they comment on it.  Mr. Horan said both Capital Appraisal Group and Industrial Appraiser Brent
Eyre, reviewed the settlement agreement and indicated it to be a fair and equitable agreement.  He
further indicated the $90,000,000 2004 base value was arrived at by using the income approach.
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Board Member Wiley asked Mr. Horan if Tesoro was to make any major capital improvements at
the refinery, that were not mandated by the government, would there be a contingency plan
available to capture those additional improvements.  Mr. Horan said there was a contingency plan
in the settlement agreement on page 6 which stated, “If Tesoro’s cumulative total actual capital
expenditures as reflected in such summaries either (1) exceed $125.1 million budgeted for such
projects (as reflected in the Proposed Capital Budget) by more than $20 million, or (2) includes
more than $10 million in capital expenditures (cumulatively over the term of this Agreement) for
any project not described in the Proposed Capital Budget, the Parties shall enter into good faith
negotiations regarding whether, or to what extent, such additional capital expenditures have
increased the value of the Refinery Property.  In the event that the Parties are unable to mutually
agree upon such issues, either Party may terminate this Agreement, upon thirty (30) days’ advanced
written notice to the non-terminating Party.”

Board Member Hobart asked Mr. Horan if the concept was used throughout the country or if this
was a new concept.  Mr. Horan stated it was a concept that was used elsewhere.

Board Chair Glick asked about the proposed $45 million dollar project which she had read about
in the Peninsula Clarion.  Mr. Horan stated the agreement did address this project on page 7 which
states, “For the purpose of categorizing capital expenditures hereunder (1) government-mandated
capital expenditures include those expenditures that become necessary as a result of regulatory
changes in product specifications...”  He stated the project was an EPA government-mandated
project. 

Board Chair Glick referenced page 8 of the settlement agreement and asked for clarification on what
happened to the $6,000,000 worth of business personal property which had been missed in 2002,
2003 and 2004.  Mr. Horan stated the lack of reporting applied to the supplies and catalyst and
further stated this agreement would allow those earlier year values on business personal property
to stand as reported in 2002, 2003, and 2004.

Board Member Hobart asked if the prior year values on the Refinery would stand.  Mr. Horan stated
the value would stand as determined by the Board of Equalization in those respective appeal
hearings.

Board Member Wiley asked if any contaminated property had been included in the assessed value.
Mr. Horan stated those parcels were assessed separately and referenced KPB 5.12.090 regarding
valuation of contaminated property.  Mr. Horan gave an extensive review on the process used to
determine the value of contaminated property.

Board Chair Glick asked if the land and the pipeline were assessed separately.  Mr. Horan
referenced page 1 of the agreement which states, “Tesoro is the owner of certain real property and
improvements thereon, including its Kenai Refinery, located in the Kenai Peninsula Borough,
Alaska, and identified as Assessor’s Parcel Nos. 014-150-02 (Refinery), 014-150-05 (Plant), 014-
150-40 (6 Tanks), 014-020-14 (Entrance), 014-150-43 (Lab) and 015-050-027 (Jobber).”  He stated
the land and the improvements referenced were included in the settlement agreement and any other
parcels owned by Tesoro would be valued separately.

Board Attorney Blaine Gilman asked Mr. Horan if the Assessing Department had the benefit of an
attorney as well as experts upon arriving at the formula.  Mr. Horan stated they did.  Mr. Gilman
asked Mr. Horan if he felt the formula represented the full and true value.  Mr. Horan stated he did.
Mr. Gilman asked if it was Mr. Horan’s recommendation for the Board to approve the settlement.
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Mr. Horan stated it was his recommendation for the Board of Equalization to approve the settlement
agreement.

Board Member Wiley asked Mr. Gilman if the appeals from 2004 and 2005 would be dismissed
from court upon approval of this settlement agreement.  Mr. Gilman stated they would as well as
the 2006 appeal would be resolved in the settlement agreement.  He also stated the formula had
been determined to reflect the full and true value of the Refinery.  He further indicated there were
other parcels and personal property which would be assessed as usual and were not included in the
settlement agreement.

COMMENTS BY TESORO ALASKA COMPANY

Tesoro Alaska Vice President and Kenai Refinery Manager Steve Hanson gave a brief review of
the settlement agreement and respectfully requested approval of the settlement agreement.

VOTE ON AGREEMENT

MOTION: Hobart moved to approve the settlement
agreement as brought forward by the Kenai
Peninsula Borough Assessing Department
and Tesoro Alaska Company.

SECOND: Rehm.

Chair Glick spoke in opposition to the settlement agreement, stating she was uncomfortable with
the under valuation of the business personal property from the years 2003, 2004, and 2005.  She
further indicated the forgiveness of the business personal property taxes was a bad precedent to be
setting.

VOTE ON MOTION TO APPROVE 
SETTLEMENT AGREEMENT:
Yes: Haywood, Hobart, Rehm, Wiley
No: Glick
Absent: None
MOTION TO APPROVE SETTLEMENT 
AGREEMENT PASSED: 4 Yes, 1 No, None

BOARD COMMENTS

Board Chair Glick announced the next meeting of the Board of Equalization was scheduled for
October 18, 2006.
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ADJOURNMENT 

With no further business to come before the board, Chair Glick adjourned the meeting at 9:55 a.m.

I certify the above represents accurate minutes of the Kenai Peninsula Borough Board of
Equalization hearing of September 14, 2006.

Sherry Biggs, Borough Clerk

Approved by Board of Equalization: 
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