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W A L T E R  J. HICKEL, G O V E R N O R

□  150 THIRD STREET
JUNEAU, ALASKA 99801-1291 
PHONE: (907) -165-4700

D E P T . O F  C O M M U N ITY  & R E G IO N A L  A FFA IR S

OFFICE OF THE COMMISSIONER

O  949 E. 36TH A VENUE. SUITE 400 
ANCHORAGE. ALASKA 99508-4302 
PHONE: (907) 563-1073

February 27, 1992

POSITION PAPER

RE: SB 119

SPONSOR: Senator Duncan

Program Effects of Bill:

SB 119 proposes to make permanent a 20 year property tax exemption 
adopted in 1975. This exemption applies to the property of regional 
electrical authorities located within property taxing jurisdictions 
across the state. As nearly as we can determine, there is only one 
regional electrical authority in the state whose property is located 
within a property taxing jurisdiction. For this reason, this 
proposal would have a very minimal effect on municipal governments.

C o m m e n t s :

The Department of Community and Regional Affairs takes no position 
on the proposed bill.

Edgar Blatchford, Commissioner

21-P1LH
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M E M O R A N D U M
TO: Senator Steve Frank, Chairman

SenaterGonomunity and Regional Affairs Committee

FROM: S e n a t< ^ v S ^ D tt f ic a n

DATE: February 7, 1992

SUBJECT: Hearing for Senate Bill 119.

I request that you schedule Senate Bill 119, "relating to the exemption 
from taxes and assessments of regional electrical authorities," for a 
hearing before the Senate Community and Regional Affairs Committee at 
your earliest convenience.

SB 119 will allow for the continuation of the tax exemptions available to 
regional electrical authorities under AS 18.57.030. These electrical 
authorities, the Alaska Village Electrical Cooperative and Tlingit-Haida 
Regional Electrical Authority were created as political subdivisions and 
as such are tax exempt entities. This change in the statute is necessary
to clean up the enabling statute which was enacted in 1975. The effects
of regionalization for such activities was unknown at the time, as a result 
the exemption is to expire in 1995. The successes of the existing 
authorities indicates that this limitation should be eliminated.

I thank you in advance for your favorable consideration of this request.

District C



T a x  E x e m p tio n  F o r  R e g io n a l E le c t r ic a l  A u th o r i t ie s

T h e  re g io n a l e le c tr ic a l  a u th o rity  s tru c tu re  w as a u th o riz e d  b y  th e  L e g is la tu re  in  
1975 as a  p o te n tia l so lu tio n  fo r  ru ra l e le c tr ic a l e n e rg y  p ro b le m s . T h e  s tru c tu re  
w as d e s ig n e d  to  a llo w  ru ra l c o m m u n itie s  to  jo in t ly  add* 2 ss  the  c o m p le x  ta sk  o f  
f in a n c in g , c o n s tru c tin g , o p e ra tin g  an d  m a in ta in in g  e le c tr ic a l  sy s te m s  in  ru ra l 
A lask a . E n titie s  fo rm ed  u n d er the  leg is la tio n  w o u ld  e n jo y  im p ro v e d  eco n o m ies  o f  
sca le , re d u c e d  d u p lic a tio n  o f  e ffo rt, lo v /e r f ix e d  c o s ts  a n d  th e  a b il i ty  to  h ire  an d  
re ta in  p ro fe s s io n a l  e x p e r tis e . A v a rie ty  o f  f in a n c in g  v e h ic le s  w e re  e n a b le d , 
in c lu d in g  b o n d in g , s ta te  an d  fed era l loans, a n d  g ran ts .

E le c tr ic a l  a u th o r it ie s  w e re  m e a n t to  b e  s p e c ia l iz e d  o rg a n iz a tio n s  w h o se  so le  
p u rp o se  w as to  p ro v id e  a d eq u a te , sa fe  a n d  re lia b le  e le c tr ic a l s e rv ic e  in  the  ru ra l 
a reas . A n  im p o r ta n t d is tin c tio n  w as s ta tu s  as a  p o litic a l su b d iv is io n  o f  the  sta te , 
b e c a u se  th a t p ro v id e d  th e  o p p o rtu n ity  to  u se  ta x -e x e m p t b o n d in g  as a  fin an c in g  
v e h ic le  a n d  b e c a u s e  i t  m e a n t f r e e d o m  f r o m  ta x a t io n  b y  o th e r  p o li t ic a l  
su b d iv is io n s . A  2 0 -y e a r  su n se t p ro v is io n  o n  tax  e x e m p tio n  w as  in c lu d e d  in  the  
1975 le g is la tio n  as a  ch ec k  on  an y  p ro b le m s  th a t m ig h t a r is e  as e x p e r ie n c e  w as 
g a in ed  w ith  the  e le c tr ic a l a u th o rity  s tru c tu re .

In  1977 T lin g it H a id a  R eg io n a l E lec tric a l A u th o rity  (T H R E A ) w as fo rm ed  as the  
firs t, a n d  th u s  fa r  o n ly , a c tiv e  re g io n a l e le c tr ic a l  a u th o rity  in  A la sk a . O v e r the  
p a s t  15 y e a rs , T H R E A  h as  p ro v en  to  b e  a  su cc e ss . R a te s  h a v e  s te a d ily  d e c lin ed  
a n d  P o w e r C o st E q u a liza tio n  (P C E ) a ss is tan c e  h a s  b een  re d u c e d  by  a  co m b in a tio n  
o f  in c re a se d  e ff ic ie n c y  an d  d e c rea se d  f ix e d  co s ts . T H R E A  se rv es  as a  m o d e l fo r  
jo in t  a c tio n  b y  ru ra l c o m m u n itie s  in  p ro v id in g  th e ir  re s id e n ts  w ith  e s s e n tia l  
e le c tr ic  se rv ice .

T h e re  a re  th re e  o th e r  ty p es  o f  e le c tr ic  u t i l i t ie s  in  A la sk a : P r iv a te  fo r-p ro fit , 
e le c tr ic  c o o p e ra tiv e s  an d  m u n ic ip a l. T h e  p r iv a te  sy s te m s  p a y  th e  sa m e  taxes as 
an y  p r iv a te  b u s in e ss . C o o p e ra tiv e s  a re  e x e m p t f ro m  ta x e s  e x c e p t fo r  a  g ro ss- 
re c e ip ts  tax  o f  $ 0 .0 0 0 5 /k w h  w h ich  is  p a id  to  th e  s ta te . M u n ic ip a l sy s te m s  p ay  no  
tax es  u n le ss  th ey  a re  a sse ssed  by  th e  in d iv id u a l m u n ic ip a litie s . A n c h o ra g e , fo r 
in s ta n ce , h a s  a  "m u n ic ip a l u tility  se rv ice  a sse ssm e n t"  b a se d  o n  n e t b o o k  v a lu e  o f  
th e  u t i l i ty  sy s te m s  th e re . M o s t m u n ic ip a l s y s te m s  p a y  n o  ta x e s  e x c e p t fo r  
c o lle c tio n  o f  sa les  taxes.*® fH R E A  co llec ts  a n d  p a y s  sa le s  tax es  to  th e  in d iv id u a l 
co m m u n itie s  it  serves.

T h e  su c c e ss  o f  T H R E A , a  n o t-fo r-p ro fit e n tity , is  d u e  in  p a r t to  the  tax  ex em p tio n  
w h ich  is d u e  to  e x p ire  in  1995. I f  T H R E A  is to  c o n tin u e  its  su cc e ss , a n d  i f  new  
e le c tr ic a l  a u th o r it ie s  a re  to  be s u c c e ss fu l, i t  is  im p o r ta n t to  p re s e rv e  the  tax  
e x e m p tio n  as p ro v id e d  in  SB  119. M o reo v er, a  tax  on  e lec tr ic a l a u th o ritie s  w o u ld  
b e co m e  p a r t o f  o p e ra tin g  costs  th a t a re  now  b e in g  o ffse t by  P C E .
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POSITIONS:
FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0PART-TIMETEMPORARY
Estimate of current vear imoact: . . . -   ̂ ~________________ 1 v  ■ Changes in C<b ‘S3U91____ (CJcft )
ANALYSIS: (A ttach a separate page if necessary.) reflect NO FISCAL CHANGE from the Original

fiscal note. This fiscal note is appropriate.fis(jalj|ot|Th i s f i ^ p i s ai 
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PLEASE PR INT! 
NAME

C O M M I T T E E : S u b j e c t  o f  m e e t i n g :
SENATE COMMUNITY 6. REG IONAL 

AFFAIRS
SB 119 REGIONAL ELECTRICAL AUTHOR]* 

TAX EXEMPTION

D A T E :  3 /5 / 92

SIGN-IN
ADDRESS (M A ILIN G ) & (ZIP) PHONE REPRESENTING DO YOU WANT TO TESTIFY?
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M E M O R A N D U M
m \

TO:

FROM:

DATE:

Senator Steve Frank, Chairman 
Sena|KCommunity and Regional Affairs Committee

Sen ato^im^OtBTca n

April 22, 1991

SUBJECT: Hearing schedule for Senate Bill 119.

I would like to request that you schedule Senate Bill 119, "relating to the 
exemption from taxes and assessments of regional electrical authorities," 
for a hearing at your earliest convenience.

SB 119 allows for the continuation of the tax exemptions allowed for 
regional electrical authorities under AS 18.57.030. These electrical 
authorities, /Jaska Village Electrical Cooperative and Tlingit-Haida 
Regional Electrical Authority were created as political subdivisions and 
as such are tax exempt entities. This change in the statute is necessary 
to clean up the enabling statute which was enacted in 1975. The effects 
of regionalization for such activities v/as unknown at that time as a 
result the exemption is to expire in 1995. The successes of the existing 
authorities indicates that this limitation should be eliminated.

I thank you in advance for your favorable consideration of this request.

District C
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