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CAPITAL
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PERSONAL SERVICES
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FEDERAL FUNDS
OTHER
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TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
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PART-TIME
TEMPORARY
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IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION 

BY THE SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Offered: 3/6/92
Referred: Finance

Sponsor®: 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) 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) All 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.

CS FOR SENATE BILL NO. 119 (CRA)

SB0119b -1-
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]

CSSB 119(CRA)



(907)465-4766
B u d g e t  & A udit 

E thics R e f o r m

M E M O R A N D U M

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

FROM: Sena

DATE: March 6, f!p92

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 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 econom ic viability of the regional electrical authority created under 
this statute. This lim itation should be elim inated!

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

D istrict C
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DEPT. OF COMMUNITY & REGIONAL AFFAIRS

OFFICE OF THE COMMISSIONER

□  150 THIRD STREET 
JUNEAU. ALASKA 99801-1291 
PHONE: 1907) 465-4700 .

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

W A LTER  J  H ICKEL , G O V E R N O R

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 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.

Comments:

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

j

Edgar Blatchford, Commissioner
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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 electrica l 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 lim itation should be elim inated!



T l i n g i t - H a i d a  R e g i o n a l  E l e c t r i c a l  A u t h o r i t y  s e r v e s  t h e - f o l l o w i n g  
c o m m u n i t i e s : t

1 .  H o o n a h

2 .  A n g o o n

3 .  K a k e

4 .  K l a w o c k

5 .  K a s a a n

H e a d q u a r t e r s  f a c i l i t i e s  a r e  l o c a t e d  i n  A u k e  B a y .

S a l e s  t a x e s  o n  p o w e r  s a l e s  i n  e a c h  c o m m u n i t y  a r e  c o l l e c t e d  a n d  p a i d  
t o  e a c h  c o m m u n i t y  o n  a  q u a r t e r l y  b a s i s .



Tax Exem ption For Regional Electrical A uthorities

T h e  r e g i o n a l  e l e c t r i c a l  a u t h o r i t y  s t r u c t u r e  w a s  a u t h o r i z e d  b y  t h e  L e g i s l a t u r e  i n  
1 9 7 5  a s  a  p o t e n t i a l  s o l u t i o n  f o r  r u r a l  e l e c t r i c a l  e n e r g y  p r o b l e m s .  T h e  s t r u c t u r e  

w a s  d e s i g n e d  t o  a l l o w  r u r a l  c o m m u n i t i e s  t o  j o i n t l y  a d d r e s s  t h e  c o m p l e x  t a s k  o f  
f i n a n c i n g ,  c o n s t r u c t i n g ,  o p e r a t i n g  a n d  m a i n t a i n i n g  e l e c t r i c a l  s y s t e m s  i n  r u r a l  
A l a s k a .  E n t i t i e s  f o r m e d  u n d e r  t h e  l e g i s l a t i o n  w o u l d  e n j o y  i m p r o v e d  e c o n o m i e s  o f  
s c a l e ,  r e d u c e d  d u p l i c a t i o n  o f  e f f o r t ,  l o w e r  f i x e d  c o s t s  a n d  t h e  a b i l i t y  t o  h i r e  a n d  
r e t a i n  p r o f e s s i o n a l  e x p e r t i s e .  A  v a r i e t y  o f  f i n a n c i n g  v e h i c l e s  w e r e  e n a b l e d ,  
i n c l u d i n g  b o n d i n g ,  s t a t e  a n d  f e d e r a l  l o a n s ,  a n d  g r a n t s .

E l e c t r i c a l  a u t h o r i t i e s  w e r e  m e a n t  t o  b e  s p e c i a l i z e d  o r g a n i z a t i o n s  w h o s e  s o l e  
p u r p o s e  w a s  t o  p r o v i d e  a d e q u a t e ,  s a f e  a n d  r e l i a b l e  e l e c t r i c a l  s e r v i c e  i n  t h e  r u r a l  
a r e a s .  A n  i m p o r t a n t  d i s t i n c t i o n  w a s  s t a t u s  a s  a  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e ,  
b e c a u s e  t h a t  p r o v i c e d  t h e  o p p o r t u n i t y  t o  u s e  t a x - e x e m p t  b o n d i n g  a s  a  f i n a n c i n g  
v e h i c l e  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  t a x a t i o n  b y  o t h e r  p o l i t i c a l  
s u b d i v i s i o n s .  A  2 0 - y e a r  s u n s e t  p r o v i s i o n  o n  t a x  e x e m p t i o n  w a s  i n c l u d e d  i n  t h e  
1 9 7 5  l e g i s l a t i o n  a s  a  c h e c k  o n  a n y  p r o b l e m s  t h a t  m i g h t  a r i s e  a s  e x p e r i e n c e  w a s  

g a i n e d  w i t h  t h e  e l e c t r i c a l  a u t h o r i t y  s t r u c t u r e .

I n  1 9 7 7  T l i n g i t  H a i d a  R e g i o n a l  E l e c t r i c a l  A u t h o r i t y  ( T H R E A )  w a s  f o r m e d  a s  t h e  
f i r s t ,  a n d  t h u s  f a r  o n l y ,  a c t i v e  r e g i o n a l  e l e c t r i c a l  a u t h o r i t y  i n  A l a s k a .  O v e r  t h e  
p a s t  1 5  y e a r s ,  T H R E A  h a s  p r o v e n  t o  b e  a  s u c c e s s .  R a t e s  h a v e  s t e a d i l y  d e c l i n e d  
a n d  P o w e r  C o s t  E q u a l i z a t i o n  ( P C E )  a s s i s t a n c e  h a s  b e e n  r e d u c e d  b y  a  c o m b i n a t i o n  
o f  i n c r e a s e d  e f f i c i e n c y  a n d  d e c r e a s e d  f i x e d  c o s t s .  T H R E A  s e r v e s  a s  a  m o d e l  f o r  

j o i n t  a c t i o n  b y  r u r a l  c o m m u n i t i e s  i n  p r o v i d i n g  t h e i r  r e s i d e n t s  w i t h  e s s e n t i a l  
e l e c t r i c  s e r v i c e .

T h e r e  a r e  t h r e e  o t h e r  t y p e s  o f  e l e c t r i c  u t i l i t i e s  i n  A l a s k a :  P r i v a t e  f o r - p r o f i t ,  
e l e c t r i c  c o o p e r a t i v e s  a n d  m u n i c i p a l .  T h e  p r i v a t e  s y s t e m s  p a y  t h e  s a m e  t a x e s  a s  
a n y  p r i v a t e  b u s i n e s s .  C o o p e r a t i v e s  a r e  e x e m p t  f r o m  t a x e s  e x c e p t  f o r  a  g r o s s -  
r e c e i p t s  t a x  o f  $ 0 . 0 0 0 5 / k w h  w h i c h  i s  p a i d  t o  t h e  s t a t e .  M u n i c i p a l  s y s t e m s  p a y  n o  
t a x e s  u n l e s s  t h e y  a r e  a s s e s s e d  b y  t h e  i n d i v i d u a l  m u n i c i p a l i t i e s .  A n c h o r a g e ,  f o r  
i n s t a n c e ,  h a s  a  " m u n i c i p a l  u t i l i t y  s e r v i c e  a s s e s s m e n t "  b a s e d  o n  n e t  b o o k  v a l u e  o f  
t h e  u t i l i t y  s y s t e m s  t h e r e .  M o s t  m u n i c i p a l  s y s t e m s  p a y  n o  t a x e s  e x c e p t  f o r  
c o l l e c t i o n  o f  s a l e s  t a x e s .  T H R E A  c o l l e c t s  a n d  p a y s  s a l e s  t a x e s  t o  t h e  i n d i v i d u a l  
c o m m u n i t i e s  i t  s e r v e s .

T h e  s u c c e s s  o f  T H R E A ,  a  n o t - f o r - p r o f i t  e n t i t y ,  i s  d u e  i n  p a r t  t o  t h e  t a x  e x e m p t i o n  
w h i c h  i s  d u e  t o  e x p i r e  i n  1 9 9 5 .  I f  T H R E A  i s  t o  c o n t i n u e  i t s  s u c c e s s ,  a n d  i f  n e w  
e l e c t r i c a l  a u t h o r i t i e s  a r e  t o  b e  s u c c e s s f u l ,  i t  i s  i m p o r t a n t  t o  p r e s e r v e  t h e  t a x  
e x e m p t i o n  a s  p r o v i d e d  i n  S B  1 1 9 .  M o r e o v e r ,  a  t a x  o n  e l e c t r i c a l  a u t h o r i t i e s  w o u l d  
b e c o m e  p a r t  o f  o p e r a t i n g  c o s t s  t h a t  a r e  n o w  b e i n g  o f f s e t  b y  P C E .




