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Kenai Peninsula Borough

Board of Equalization Hearing Minutes
October 23, 2006 Borough Assembly Chambers

CALL TO ORDER

The Kenai Peninsula Borough Board of Equalization convened on October 23, 2006, in the
Assembly Chambers of the Borough Administration Building in Soldotna, Alaska.  Board Chair
Betty Glick called the meeting to order at 9:00 a.m.

ROLL CALL

There were present:

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

comprising a quorum of the Board.

Also in attendance were:

James Butler, Attorney for the Board of Equalization
Sherry Biggs, Borough Clerk
Johni Blankenship, Deputy Clerk

STATEMENT BY THE PRESIDING OFFICER

Board Chair Glick read aloud the procedures for the Board of Equalization.

Borough Clerk Sherry Biggs swore in Borough Assessor Share Horan, Borough Appraiser Randy
Hughes, Assistant Borough Attorney Scott Bloom and Ultimate Tours, LLC’s Attorney Kristine
Schmidt.

NEW BUSINESS

APPEAL NO. 2006-501
Ultimate Tours, LLC
Parcel Number 145-025-15
2311 Airport Road, Seward, AK
SW T01N R01W S34 That Portion Known as the Alaska Railroad Terminal Contact #8579

Appellant Represented by:
Kristine A. Schmidt, Attorney at Law
110 S. Willow St., Ste 101
Kenai, AK 99611
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APPELLANT PRESENTATION

Ms. Schmidt stated it was the Appellant’s position that they had no taxable interest in the real
property and, therefore, the assessments for both 2004 and 2005 were improper.  More specifically,
the Appellant argued the Special Land Use Permit (Permit) issued by the Alaska Railroad
Corporation (ARC) to the Appellant did not convey a possesory interest to the Appellant and,
therefore, the assessment for the property was in error.  The Appellant distinguished the interest it
had in the property by explaining the terms of the ARC Permit was like a personal privilege allowing
the Appellant to use the land, not to possess it like a taxable real estate lease. The Appellant also
reviewed many of the terms of the Permit which the Appellant argued further distinguished the
Permit from a taxable real property lease. According to the Appellant, since the Permit was more like
a personal privilege instead of a typical real estate lease with a possesory interest, the Appellant’s
interest in the property was not subject to assessment or taxation.

With respect to the improvements, Ms. Schmidt argued that since the Appellant was not the record
owner of the two mobile units located on the property for use as the Appellant’s office, it was not
appropriate to assess and tax the value of those units to the Appellant. The Appellant further argued
the Borough’s use of the replacement cost approach for valuation was improper because it did not
comply with applicable state statute which required property be valued using a market value
approach.

(9:32:45)

QUESTIONS BY THE BOARD

Board Member Hobart asked if the Alaska Railroad had actually terminated any permits when the
permit holder had transferred the lease.  Ms. Schmidt stated she was not aware of any such
terminations.  

Board Member Medley stated a letter was included in the packet from the Alaska Railroad which
stated, “the permit could be transferred with permission from the Alaska Railroad.”  Ms. Schmidt
stated she was unaware of the letter.

Board Chair Glick referenced page 108 of the Assessor’s Evidence and asked if, “other interest”
could be construed as a personal permit.  Ms. Schmidt stated it could not.

Board Member Wiley stated the permit could be considered part of the value of the property and
there should be a value attached to the permit.  Ms. Schmidt stated a land use permit was the same
as having a permit to camp on land and you are not expected to pay taxes on the land you camp on.

(9:40:43)

ASSESSORS PRESENTATION

Commercial Appraiser Randy Hughes provided an overview of the valuation as determined by the
Assessing Department.  He stated that the interest the Appellant held in the property was subject to
assessment and taxation. Explaining how other real property leases are assessed within the Borough,
he stated that the terms of the Permit were taxable notwithstanding the terms limiting the Appellant’s
use of, or right to, the property.  Mr. Hughes further explained he considered the short term of the
Permit when determining the value of the Property for assessment purposes. He also confirmed that
Borough records reflected the Appellant’s ARC Permit was effective on January 1 of 2004 and 2005.

With respect to the improvements on the property, Mr. Hughes testified that the property was
inspected prior to reaching a taxable value. The two mobile units had been placed together to create
what he understood was an office for the Appellant’s operations. He testified that the trailers had
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been connected to electricity via underground service and referenced, AS 29.45.070 which stated,
“Mobile homes, trailers, house trailers, trailer coaches, and similar property used or intended to be
used for residential, office, or commercial purposes and attached to the land or connected to water,
gas, electric, or sewage facilities are classified as real property for tax purposes unless expressly
classified as personal property by ordinance.” 

Mr. Hughes offered information not included in the original Assessor’s evidence packet and Ms.
Schmidt objected to any new evidence being introduced.  Board Attorney Jim Butler clarified Mr.
Hughes was attempting to introduce new evidence and Ms. Schmidt’s objection would be sufficient
to rule the new evidence as inadmissable.  Board Chair Glick ruled in favor of the objections and no
new evidence was submitted to the Board.

Mr. Hughes described what he estimated to be an approximately 1300 square foot deck that was
installed along three sides of the trailer office. Mr. Hughes described how he utilized a recognized
process (Marshall & Swift) to value the mobile trailers and deck. That process factored in
characteristics such as age, construction materials and prospective life-span to arrive at a unit value.
Mr. Hughes further explained how the formula considered depreciation of the older trailer and
addition of the new deck to arrive at a value for assessment. Finally, Mr. Hughes confirmed that the
improvements were on the property on January 1 of 2004 and 2005 and recommended an assessment
value for the years 2004 and 2005 of raw land, $14,000 and special features of $76,600 for a total
value of $90,600 per year.

KPB Assistant Attorney Bloom stated the Alaska Supreme Court had addressed the arguments made
by the Appellant in referenced cases and quoted the findings of those cases.  

(10:13:20)

QUESTIONS BY THE BOARD

Board Member Wiley referenced page 119 of the Assessor’s evidence and asked why the pictures
of the structure did not show the 1300 square foot deck.  Mr. Hughes stated the top picture was taken
in October of 2003 prior to the deck being built and the bottom picture was taken in December of
2003 and the deck was hidden by the snow.

Board Member Rehm reference Page 9 of the Appellant’s evidence and asked for clarification on
the alleged violation of AS 29.45.160(b) by the Borough Assessor.  Mr. Horan stated the Assessing
Department was unaware that Ultimate Tours, LLC. did not own the property.  Further the Appellant
attached the building to the land when they hooked up the electricity.  He argued there was no
violation of Alaska Statues because the Appellant attached the structure to the land.

Ms. Medley asked if the Appellant had removed the structure prior to 2005, would there be a taxable
interest in 2005.  Chair Glick stated the Assessor would be speculating and indicated the purpose of
the hearing was to determine value of the land and the structure present on the land on January 1,
2004 and 2005.

(10:24:39)

APPELLANTS REBUTTAL

Ms. Schmidt stated the Assessor had adjusted the value based on letters from the Appellant and
herself establishing possesory interest.  She indicated had the appeal not been filed, the Assessing
Department would not have adjusted the original value.  She argued the Permit was revokable at will
and not transferrable.  She stated the Permit did terminate as originally agreed upon.  She argued the
deck was stolen and there was evidence otherwise.  She stated the owner of record of the structure
was Arctic Structures not Ultimate Tours, LLC. and the Assessing Department was aware of who
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owned the property.  She indicated the State Assessor’s opinion was strictly that, an opinion, and not
law.  She stated the Arctic Structures lease did not include a replacement value.

(10:30:45)

ASSESSORS REBUTTAL

Borough Assessor Shane Horan reference page 78 of the Appellant’s evidence and indicated he had
spoken with Mr. King.

Ms. Schmidt objected to the comment; she stated Mr. Horan made reference to a telephone
conversation with Mr. King not what was actually included in the letter.  Chair Glick upheld the
objection and ruled the evidence as inadmissable.

QUESTIONS BY THE BOARD

Mr. Rehm asked for clarification regarding consideration of the terms of the lease.  Mr. Horan stated
the Arctic Structure improvements were located on the land permitted to Ultimate Tours, LLC., and
stated it was assumed the owner of the land or the permit holder was responsible for the taxes on the
assessed value of the structure. 

MOTION: Hobart moved to adjourn the hearing and
deliberate in adjudicative executive session.
Attorney Butler and Borough Clerk Biggs
were to be included in the executive session.

SECOND: Rehm.

VOTE ON MOTION:
Yes: Hobart, Medley, Rehm, Wiley, Glick
No: None 
Absent: None
MOTION TO ADJOURN INTO 
EXECUTIVE SESSION PASSED: 5 Yes, 0 No, 0 Absent

[Clerk’s Note: The Board went into executive session at 10:39 a.m. and reconvened
at 11:36 a.m.]

Vice Chair Hobart stated the Board had reviewed the record submitted by the parties, heard the
arguments of both parties, and sought clarification of the parties by direct questioning by the Board
of Equalization members.  The Board made the following findings:

1. The Appellant has a taxable interest in the land pursuant to AS 29.45.030(a)(1)(A) because
the land permit between Alaska Railroad and Appellant is an “other interest in property
taxable to the extent of the interest.”

2. The Assessor used a reasonable method for assessing the Appellant’s taxable interest because
it considered unique aspects of the term and condition of the permit.
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3. The mobile structure the appellant located on the property classified as part of the real
property because it was attached to the land by underground electrical service and the
Appellant added an approximately 1300 square foot deck to the structure.

4. The record reflects that the Appellant occupied the property on January 1  of each tax yearst

2004 and 2005 and therefore the assessment was appropriate.

MOTION: Hobart moved to uphold the Assessor’s
valuation on the property described as Parcel
Number 145-025-15 for tax year 2004 and tax
year 2005 as:

2004
Raw Land $14,000
Features $76,600
Total Value $90,600

2005
Raw Land $14,000
Features $76,600
Total Value $90,600

SECOND: Rehm.

VOTE ON MOTION TO UPHOLD 
ASSESSOR’S VALUATION:
Yes: Hobart, Medley, Rehm, Wiley, Glick
No: None
Absent: None
MOTION TO UPHOLD ASSESSOR’S 
VALUATION PASSED: 5 Yes, 0 No, 0 Absent

BOARD COMMENTS

ADJOURNMENT 

With no further business to come before the board, Chair Glick adjourned the meeting at 11:39 a.m.

I certify the above represents accurate minutes of the Kenai Peninsula Borough Board of
Equalization hearing of October 23, 2006.

Sherry Biggs, Borough Clerk

Approved by Board of Equalization: 
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