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FISCAL NOTE
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CS FOR SENATE BILL NO. 119 (CRA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Offered: IR
Referrad: Firneno=

Soonsor®:  SENATOR DUNCAN

A BILL
FOR AN ACT ENTITLED

"An Act relating to regional electrical authorities’ exemption from taxes and assessments."”

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

* Section 1. AS 18.57.030(a) is amended to read:

(@) A regional electrical authority is exempt from payment of taxes or assessments, other
than assessments that may be levied under AS 29.46.010, on property owned by the authority
that is used for generation and transportation of electricity [FOR A PERIOD OF 20 YEARS
FROM JUNE 5, 1975].

* Sec. 2. AS 18.57.030(b) is amended to read:

(b) AIll obligations issued under this chapter are issued by a body corporate and public
that [WHICH] is a political subdivision of the state and for an essential public and governmental
purpose, and the obligations, and the interest and income on and from the obligations, and all
fees, charges, funds, revenues, income,, and other money pledged or available to pay or secure
the payment of the obligations or interest are exempt from taxation [FOR A PERIOD OF 20
YEARS FROM JUNE 5, 1975,] except for transfer, inheritance* and estate taxes.

SB0119b CSSB 119(CRA)

-1-
New Text Underlined [DELETED TEXT BRACKETED]



Budget & Audit

(%7)4%‘47% Ethics Reform

MEMORANDUM

TO: Senator Pat Pourchot, Co-Chairman
Senate finance Committee

FROM: Sena

DATE: March 6, flp92

SUBJECT: Hearing for Senate Bill 119.

| 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 Finance Committee at your earliest convenience.
Senate Bill #119 will allow for the continuation of the tax exemptions
available to regional electrical authorities under AS 18.57.030. This tax
exemption is due to expire in 1995. The change is necessary to maintain
the economic viability of the regional electrical authority created under

this statute. This limitation should be eliminated!

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

D istrictC
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il o WALTER J HICKEL, GOVERNOR
- s i U; , 'i_1
MeOLIE g /2' U D' 5A\ . o 15DTHIRD STREET

JUNEAU. ALASKA 99801-1291

DEPT. OF COMMUNITY & REGIONAL AFFAIRS PHONE: 1507 4654700 .

o 949E. 36THAVENUE. SUITE 400
ANCHORAGE. ALASKA 995084302
OFFICE OF THE COMMISSIONER PHONE: (907) 5631073

February 27, 1992
POSITION PAPER

RE SE 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 1is only one
regional electrical authority iIn 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
Comments:

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

i
Edgar Blatchford, Commissioner



SENATE BILL #119

In 1975 the legislature found that there was an acute shortage of
adequate, safe, reliable electrical facilities in rural areas of the state.
Inadequate revenue projections for proposed electric facilities in rural
areas prohibited the private sector from offering electric service. Local
governments were also considered inappropriate because the boundaries
required for boroughs and boundaries necessary for cities to operate as
cities would, in many cases, not be adequate to provide appropriate and

reliable electrical needs.

The legislature realized that adequate housing, public facilities, economic
development and the health, safety, welfare and prosperity of rural
residents as well as the growth of rural communities rely heavily on

adequate, safe, reliable electrical facilities.

The 1975 law provides for the creation of regional electrical authorities
as public corporations that are considered political subdivisions of the
state. Section 18.57.030., Tax Exemption, provides that, "A regional
electrical authority is exempt from payment of taxes or assessments on
property owned by the authority that is used for generation and

transportation of electricity for a period of 20 years from June 5, 1975."

Senate Bill #119 will allow for the continuation of the tax exemptions

available to regional electrical authorities under AS 18.57.030. This tax
exemption is due to expire in 1995. The change is necessary to maintain
the economic viability of the regional electrical authority created under

this statute. This limitation should be eliminated!
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Tax Exemption For Regional Electrical Authorities

The regional electrical auwthority strocture was avthorized by the Legislatuere in
POTS e @ potential solution for rural electrical energy problenm s, T he struocture
Weas designed to adllow o rural o coemomounities to jointly address the com oplex task of
fimancing, constrocting, operating and maintaining electrival system s in rural
Alaska., Entities form ed vnder the legistation would enjoy improved economn ies of
stale, reduced duplication of effort, Tower fixed costs and the ability to hire and
retadn professional expertise. Aoovardiety of financing vebhioles were enabled,

intluding bonding, state and federal loans, and grants,

Electrical authorities were meant to be specialived organizations whose solt
purpose weas to oprovide adeguate, safe and reliable electrical service in the ruvral
areas. Ao dimoportant distinction woas status as @ political subdivision of the state,
bevause that proviced the opportunity to uwse tax-exen pt bonding as & finagnving
vebdicle and bevause itomoeant freedon from taxation by other political
subdivisions., A L0 -yeacr osunset porovision o tax o exen pticn owas included in the
LTS Tegislation as & ohecvk on any problem s that might arise &5 txperience was

padined woith the electrical avthority structure,

o D977 Thingit Boaida Regional Edectrival Authority (THREA) was formed as the
first, and thus far only, active regional electrical avthority in Alaska. 0 ver the
past LS years, THREA has proven to be a sveeess. Rates have steadily declined
and Powoer Cost Egualization (PCE ) assistante has been redveed by & combination
v dincreased efficiency and decreased fived costs, THREA serves as an odel for
jodint o action by rural ocoemomounities inoproviding their residents with essential

gleotric service.

There are three other types of electric vtilities in Alaska: Private for-profit,
glectric cooperatives and municipal, The private systen s pay the same tares as
any private business. Cooperatives are exen pt from taves except for g gross-

revedpts tax o f S0 0005w b w ik iy opaid to the state. Wouandcipal osystems pay 1o
taxes unless they are assessed by the individuval municipalities., Anchorage, for
instance, has @ "mouandicipal o vtility service assessmoent” based o0 onet book valuve of
the wtility system s there, Woost m undcipal systems pay 10 taxes except for

collection of sales taxes, THREA collects and pays sales taxes to the individual

tomom U ities it serves.

The svcecess of THREA, & not-for-profit entity, is dwve in part to the tax exemn ption
Wehieh iy odue tooewpire in 1YYE. TETHREA iy to ocontinue ity suvcecess, and ifonew
electrical authorities are to be suvecessfuol, it ds dimportant to preserve the tau
gxem o ption as provided in S 1LY M ooreocver, a tax oon electrical oauvthorities woould

becom e part of operating costs thatare now being offset vy P CE.





