
ALASKA LEGISLATURE
HOUSE and SENATE FINANCE COMMITTEE FILES, < 2005-2006 2900



[24-Jun-2003] U.S. Public Pensions Face Uncertain Times Page 2 of 3

the states must make the full paym ent.. uual payments may be possible in any one 
year, but anywhere from 70% to 90% of employers generally make Ihe full actuarially 
required contribution. Illinois has a continuing appioprialion. once the actuary decides 
on the rate, the state has to make that contribution. In several California counties, if 
the board of supervisors does not make the contribution set by the actuary, the 
county's independently elected auditor must take available county funds and place 
them in the pension trust fund.

"It's a pretty strong mechanism," Mr. Young said. "Omitting or reducing contributions 
may be a short-term budgetary fix, but it does not solve the unfunded liability 
problem."

■ The Pension Obligation Bond Solution
Another solution to funding pensions is for states to issue pension obligation bonds 
(POBs), the proceeds of which are used to fund the plan and reduce the liability.

"But you are left with a bond on your balance sheet," Mr. Young said "The primary 
nsk is that you do not achieve a high enough investment return to cover the POB debt 
service cost or the actuarial investment return assumption, in wh'ch c a se  the shortfall 
results in new unfunded liabilities. Under this scenario, which has been the experience 
over the past several years, POB issuers are incurring new unfunded liabilities, and 
higher contribution rates related lo that, on top of the additional expense of POB debt 
service," he added.

Over the long-term, a POB might still be a workable solution, but in the short-term, 
they may add to fiscal stress, according to Mr. Young. A number of California issuers 
that issued POBs in the 1990s experienced poor returns, enhanced benefits, and 
adverse legal decisions, have reached reduced funding levels to the point v.here they 
are issuing POBs again. Hundreds of millions of PCBs have been sold since May 
2002, mainly by California counties, along with more than £15 billion during the 1990s. 
Several large POB issues are planned or have been completed, including one by 
Illinois for £10 billion.

■ The Evolution of Pension Accounting

Pension accounting has been dormant for many years, but the weak economic 
conditions are bringing it to light again, according to Standard & Poor's Chief 
Accountant Nen Bukspan. Worldwide, accounting standard setters, including the 
Government Accounting Standards Board (GASB), the U S. Financial Accountants 
Standards Board, the International Accounting Standards Board (IASB). and the U.K. 
Accounting Standards Board have all announced, or are in the process of declaring 
numerous standard-setting activities related to accounting for pension and OPEBs, 
including changes to the required disclosures

For example, the IASB will decide whether "smoothing,” a feature that makes it appear 
that a company is experiencing gains when they are actually recording losses, is 
acceptable. By 2005, all EU-listed companies are required to adopt International 
Accounting Standards, and expected to reflect pension and OPEB obligations and 
related asse ts

The recently issued GASB OPEB Exposure is important because OPEB liabilities 
previously were not required to be reflected as an obligation by governmental equity 
Howevt - once the exposure draft is finalized, accounting for OPE Bs will substantially 
conform , i  the accounting for per- ions Pension and OPEB obligations a ie  difficult lor 
analysts to monitor due to the inherent uncertainties associated wrth the estimation 
process, the complexity and inconsistency of the applicable accounting models, and 
the tack of sufficiently robust arid timely disclosures

To complicate matters, employers use an assortment of plans defined benefit, 
cefined contributions, insurance contracts, pay-as-you-go, single-employer and 
muttiple-employer arrangements, or any combination of these programs

The funding requirements also change, the government dictates some and local 
funding regulators dictate others. "Many times ttic actual funding to a plan could 
exceed the minimum funding rules, and different jurisdictions have difteient objectives
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when establishing the minimum funding requirements.'' Mr. Bukspan said.

Unlike pensions, OPEBs are generally funded on a pay-as-you-go basis, which has a 
cash stream that is very different from a pre-funding cash stream. However, cash 
outlays, even in a pay-as-you-gc program, can become extensive, particularly 
because of early retirement and downsizing.

Due to the changing economic circumstances, sponsors are revisiting their pension 
assumptions, curtailing benefits in many circumstances, and revisiting funding needs 
and policies. 'There are near-term liquidity implications, as evidenced by pension 
obligation bond issuance, sale of noncore assets, and contributions of noncore assets 
to the pension plans," said Mr. Bukspan.

Although plan surpluses may be beneficial from a credit perspective, they cannot be 
viewed as cash equivalents, since the employer’s  practical ability to tap them directly 
is generally limited.

In its analysis, Standard £ Poor's considers the ability of an entity to actually use the 
surplus, whether or not it is reflected in its financial statements. Depending on the 
local laws, when a surplus exists, the employer can curtail contributions, or may use a 
portion of the surplus to fund other benefits. An employer may also be able to enrich 
pension benefits in lieu of wage increases and fund downsizing through early 
retirement programs.

For public pension funds, any "excess" funding advantages flow to a sponsor through 
the pension contribution mechanism in the form of lower or temporarily omitted future 
contributions ("contribution holidays"). Laws and regulations do not allow sponsors to 
directly remove such excess  funds from a pension trust fund.

■ The Future of Public Pension Plan Scrutiny
For Standard £ Poor's, the challenge is — as it always has been —  to collect the m r ' t  
accurate information possible about the potential implications of a benefit plan or, 
entity's financial position and cash flow lo understand the potential exposure involve 
Standard £ Poor's will be paying close attention to actual and potential liabilities and 
cash  flow requirements of state and local governments arising from pension and other 
post-employment benefits

B y  Will S i s s

C opyright C 19S 4-20M  S tandard & P oo rs , a division of The 
M cG raw -H ill Com panies. All R ights R eserved, Privacy Policy
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R e s e a rc h :  P en s io n  O b lig a tio n  B onds: W e re  T h ey  A G ood B e t?

P u b lica tio n  dale: 08-N ov-2001
C red it A nalyst. P a rry  Y oung , N ew  Y ork (1 ) 212-438-2120 ; S teven  J M urphy , N e w  York (1 )2 1 2 -4 3 8 -2 0 6 6

W hat do the vo la tility  in equ ity  prices and the decline  in m arket ind ices ov er the p ast year or tw o m cr n  for 
th e  secu rity  o f  p u b lic  pen sion  investm ents and, further, w h a t is the ir e ffec t on  the stra teg y , used by a 
n u m b er o f  go vernm en tal pension  sponsors over the last decade , o f  se llin g  p en sio n  o b lig a tio n  bonds to  fund 
the u n fu n d ed  liab ility  o f  th e ir  pension  funds?  Specifica lly , g iven  the  curT cnland expected  m arket 
concl.tions, w as the PO B strategy a good idea and , i f  so , do es it s till have v a lid ity , and  docs th is technique 
rep re se n t a v iab le  op po rtu n ity  for governm en tal sponsors w ho  m ay find  them selves WTeslling w ith 
u n fu nd ed  liab ilitie s  as a resu lt o f  the declines in equ ity  perfo rm an ce?

B r ie f  H is to ry

W hile  a few  P O B s w ere  done in the 1980s, they really  cam e in to  tlie ir ow n in the  1990s w ith  m ore than 510 
b illio n  be in g  so ld. O v er the last tw o  years, only a few , re la tive ly  sm all, P O B s have been  floated. The 
a v e rag e  p rin c ip a l am o un t for P O B s ranged from  5100 m illion  to 5 3 0 0  m illio n  w ith  a few  exceed ing 51 
b illio n  o r m ore. M ost P O B s issu ed  to da te  have b een  genera l o b lig a tio n  o r general fund secured, 
c ap ita liz in g  on  the  c red it quality  o f  the pension  sy stem 's sponsor.

T h e  P O B  E x p e r ie n c e  T h r  igh 2000

W ith  th is  k ind  o f  deb t ins tru m en t, tim ing is very  im portan t and  issu e rs  o f  P O B s in  the  early- to  m id -1990s 
cou ld  n o t have h ad  be tte r tim ing. W hile p u b lic  pen sion  funds du rin g  the 1990s w ere  b o osting  their average 
a llo ca tio n s  in do m estic  eq u ities  from  33%  to  a lm o st 50% , the re tu rn s  on  this asse t c lass  w ere  sustained at 
leve ls  w ell ab o v e  the h is to rica l experience. T he average annual in c rease  in the S& P 5 0 0  index for the 10 
fiscal y ea rs  ended June 3 0 ,2 0 0 0  (m ost pu b lic  p en sio n  funds hove Ju ne  fiscal years), w as a lm ost 16%, 
c o m p u rc d to  a  h is to rica l average o f  about 10%. The five-year to tal p o rtfo lio  retu rn  for pub lic  funds has 
av e rag ed  m ore than  13%. T hese perfo rm an ces should be v iew ed  in  th e  con tex t o f  average investm ent 
re tu rn  a ssu m p tio n s  for p u b lic  pen sion  sy stem s o f  only about 8% .

F o llo w in g  the issu ance  o f  P O B s to increase  the fund ing sta tus o r to  fu lly  fund a sy stem , tliis excess re tu rn  
p h en o m en o n  cou ld  easily  resu lt in funded ratio s greatly  exceed ing  100% . H ow ever, in  that actuarially  
funded p en s io n  sy stem s tend  to  be se lf-b alanc in g , th is  ov e rfu n d in g  im b alan ce  w ou ld  have been  corrected  
by a c tio n s  tak en  to  a ffec t e ither the pen sion  fund 's asse ts  or liab ilitie s , oi both. In these  c ircum stances, 
pen sio n  fund sp o u so ts  w ou ld , upon the reco m m en dation  o f  th e ir  ac tu a rie s, d ecrease  or tem porarily  
e lim in a te  pen sion  co n trib u tio n s (co n tribu tion  ho liday), thus slo w in g  the  g row th  o f  asse ts . O n the liab ility  
s ide, so m e sp o n so rs m ade the decision  to im prove em p loyee  b en efits , instan tly  in c reased  liab ilities but a lso  
b a la n c in g  o v e rfu n d in g  R cgard lcs: o f  how  the "problem " o f  o v e rfu n d in g  w as m an ag ed  by sponsors or 
p en s io n  fund s d iat used  P O B s prior to fiscal 2000, P O B s p ro d u ced , a s  p rom ised , an  econom ic benefit arid 
m  m ost eases it w as substan tia l



2 0 0 1 : H a r b in g e r  o f  T o u g h  T im es fo r  P O B s?

F o r the fiscal year ended  Ju ne  3 0 ,2 0 0 1 , the S& P  500 declined 15 .8%  (an d  fell a fu rther 15%  in the next 
q u a rte r) , w h ic h  w as its  w orst perfo rm an ce since fiscal 1982. T h is fiscal 2001 'c su lt fo llow ed  the  bclow - 
av e rag c  perfo rm an ce  o f  p o sitiv e  6%  for fiscal 2000. Fo llow ing tw o  d e :a d c s  o f  abo v e-av erag e  equ ity  
re tu rn s , it is p ro b ab le  that these retu rn s w ill app ro ach  the h is to rica l p a tte rn  go ing  fo rw ard .

W h ile  a long-term  env iro nm en t o f  w eak inv estm ent retu rn s w ill low er pen sio n  fu n d in g  levels, it m ay be 
p re m a tu re  for issu e rs  o f  P O B s and p e n s io n  fund s in general to ad ju st in v estm en t ex p ec ta tion s based  on the 
m o st recen t results. A s m o re  data  becom e avu ilab le , i f  it is app aren t that a  trend is dev elo p in g , som e 
rea c tiv e  chang es mBde b e  needed . R egard less o f  the causes, any inv estm en t un d erp e rfo rm an ce  over an 
e x ten d ed  p e rio d  o f  tim e w ill lead  to ac tu aria l lo sses and new  unfunded  liab ilitie s , resu lting  in  the need  to 
in c rea se  co n trib u tio n  ra tes to b ring  the sy stem s back  into balance . I t sh o u ld  be  kep t in m in d  that such a 
n eed  w ou ld  b e  in sh arp  co n tras t to  recen t y ea rs , w hen  a decrease  in  the n eed ed  co n trib u tio n  ra te s  actually  
p ro v id e d  b u dg etary  f lex ib ility  fo r fund sponsors. M an y  funds n o w  use  sm o o th in g  m eth o d s fo r  actuaria l 
p u rp o se s  in  v a lu in g  a sse ts  lo sp read  in v estm en t ga in s and lo ssr  over up  to  five  years . T his p rac tice  w ou ld  
te m p e r  the e ffects o f  the  fiscals  2000 and  2001 inv estm ent re tu rn  exp erience . W ith  fiv e -y ea r sm oo th ing , for 
ex am p le , on ly  20%  o f  the fiscal 2001 lo sses  w ou ld  be included in  llte Ju ne  30 , 2001 v a lu a tio n , w iiich 
w o u ld  still b e  tak in g  in to  acco u n t p rio r y ea r g a in s  as far back as 1997.

N o m a tte r  h o w  sp o n so rs  w ho u tilize  a P O B  stra teg y  choose  to m anage th e ir  a c tu a ria l ga in s from  the excess 
in v estm en t re tu rn s  fo llo w in g  P O B  sales (lo w er con trib u tion s o r increased  ben efits), m o st arc likely  still 
fu lly  fund ed , a lbe it w ith  a low er cush ion . In a long-term  low er re tu rn  en v iro n m en t w ith  dec lin in g  fund ing  
lev e ls , th o se  sy s tem s th a t h av e  taken  the bu lk  o f  the ir excess fund ing  ou t o f  th e ir  P O B  s tru c tu re  m ay  see 
tro u b le  ahead.

F o r ex am p le , say a s ta le  so ld  P O B s in 1985 w ith  a 30-year am o rtiza tio n  to  fully fund its  re tirem en t system  
and  h a d  av e rag e  annual in v estm en t re tu rn s  o f  12%  against its inv estm en t a ssu m p tio n  o f  8%. H ow ever, 
in s tea d  cr p e rm ittin g  the n a tu ra l increase  in d ie  fund ed  ratio  that th e se  co n d itio n s  w ou ld  h av e  caused , the 
sta te  m an ag ed  its fu n d in g  ra tio , th rou gh  co n trib u tio n  ho lidays and b en efit im p ro v em en ts , to m a in ta in  the 
ra tio  a t a ro un d  100% . I f  w e a rc  in  fact h ead in g  into a low er retu rn  period  (the  avcrap,c annual increase in 
the  S & P  500 for the  16 y ea rs  from  1966 to 1982 w as a m eager 2 .7% , for ex am p le ), tire state m ay  liavc 
a lread y  reap ed  all its g a in s  from  t  ie tran sac tio n  structure nnd be h eaded  fo r losses. I f  ac tu aria l losses s ta rt 
to  h e  in cu rred , co n trib u tio n s  w ill iave to  increase. I f  retu rns full be lo w  tiie in te res t cost on its P O B  tha t w ill 
m ean  th a t tiie P O B  w ill hav e  b e e t m e n net financia l drain. I f  inv estm ent y ie ld s fall b e lo w  PO B  interest 
cost, to ta l debt se rv ice , in c lu d in g  ‘h a t on  d ie  P O B , p lu s  norm al and n ew  un fu n d ed  acru aria l accrued  liab ility  
(d u e  to  lo w  re tu rn s) co n trib u tio n s , w ill n o w  be h ig her than  if  die PO B  had no t been so ld. T o ju d g e  die full 
e ffec t o f  a PO B , h o w ev er, any  fu ture lo sses  have to he w eighed against p r io r  p eriod  gains. W ith a PO B , its 
u ltim a te  su ccess, or fa ilu re , can  only be ju d g e d  at its final m atu rity  is app ro ach ed . T he  financial dynam ics 
m ay  b e  a w inn ing  fo rm ula  fo r 25 years, for exam p le , and then a losing  o n e  in the  lust five  years  (o r v ice 
v ersa)

P O B *  G o in g  F o rw a rd

S tan d ard  &  P o o r 's  fac to rs  th e  e ffec ts  o f  u pen sio n  ob lig a tio n  bond stra tegy  in to  th e  long-term  ra tin g  o f  the 
sp o n so r S tand ard  & P o o r 's  has v iew ed  P O B s as a stra teg y  for sav in gs on  ca rry in g  ch a rg es  as long as die 
tran sa c tio n  w as s tru c tu red  co n se rv a tiv e ly  und the  assu m p tio ns w ere  reaso n ab le  and  a tta inab le . T his icq tu res  
a c lea r f in an c in g  p lan  in c lu d in g  reaso n ab le  a ssu m p tio ns and m an ag eab le  le v e ra g e  P rud en t exp ec ta tion s for 
in v e s tm e n t re tu rn s  end  the  cau tio u s  use o f  resu ltan t sav in gs h e lp  in su re  u P O B 's  su ccess. A nothei po sitive  
fac to r  for a  PO B  is, o f  co u rse , to  l e  fo rtu n a te  eno ug h  to sell die b o n d s in  a low in te res t rate  env iro nm en t, 
th e reb y  in c rea sin g  d ie  sp read  be tw een  in te res t co sts  and investm ent re tu rn  ex p ec ta tio n s  and low ering  the 
r isk  o f  u n d c rp c rfo n n n n cc . T h e  long-term  ex p ec ta tio n s  for inv estm en t re tu rn s  h av e  n o t yet chang ed  b ecause  
o f  the recen t re tu rn  ex p erien ce  nr cu rren t econom ic and  political c o n d itio n s  and  p u b lic  funds w ill rely on  
d iv e rs if ic a tio n  o f  in v e s tm e n ts  to  m ain ta in  necessary  total returns T h tu , a so un d  PO B  p lan  today should  l>c 
as  v iab le  us it w as 10 y ea rs  ago. T he 2 0 0 0  Public  P ension  C o ord in atin g  C o u n c il S u rv ey  o f  S ta te  and L ocal
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City of Soldotna
177 N o rth  B irch  •  So ldo tna , A lask a  99669 •  Phone: (907) 262-9107 | Soldotna

Representative Mike Chenault, Co-Chair, House Finance Committee 
State Capitol, Room 502 
* ...au, AK 99801

Re: HB 278 and Other PERS Unfunded Liability Bills

The City of Soldotna supports legislation allowing an option for pension obligation 
bonds as a tool in dealing with the PERS unfunded liability issue. But, we feel 
that there are some broader considerations that should be part of this or any bill 
dealing with this issue. We ask you to submit the following comments to the 
Finance Committee.

As the Alaska Legislature considers options for reduction of the unfunded liability 
for PERS and TERS, you should ensure that communities who have taken steps 
to reduce that liability are not penalized. The City of Soldotna has taken steps to 
reduce its unfunded liability and should receive credit for this in any plans 
adopted by the Legislature.

The City of Soldotna, like all other participants In PERS, received notice of an 
unfunded liability of approximately $4 million. We were also advised that this 
liability would effectively accrue interest at 8.25%. That interest charge equaled 
$330,000 annually, or $25,000 a month. At that time, the City's total contribution 
rate set by the State was about 2.5% and was raised to about 4.5%. With the 
: .— utory limit on increases of only 5% of payroll annually, it would have taken 
until FY 2005-06, the current year, before the City’s contribution even equaled 
the accruing interest.

Faced with this situation, the City Council determined a payment of $1 million 
should be made to reduce the unfunded liability. This payment was made In 
November of 2004. So that you understand the impact of waiting, I want to tell 
you how the money was applied to the City's liability. Of the $1 million, $620,000 
went to accrued Interest back to the date our unfunded liability calculation was 
made. Our "principal" owed was only reduced by about $380,000. The City also 
elected to apply the legislatively provided offset funding for the current year's 5% 
increase to be applied to the unfunded liability as well. We absorbed the actual 
increase in the contribution rate in the City's operating budget.

Many communities asked about our actions. While they saw some benefit, most 
were concerned that if the Legislature provided assistance, credit would not be 
given for payments made to reduce tho unfunded liability. If the State electod to
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pay off the unfunded liability balance in full and did not give credit for earlier 
efforts to reduce the liability, Soldotna would have paid $1 million more than 
other participants. This fear makes it difficult for a community to consider being a 
good steward of its resources. The Legislature must recognize this and if any 
relief is given, make sure it is not based on just the unfunded liability on the date 
relief is given, but also considers the extra payments made prior to that date.

Sincerely,

Thomas R. Boedeker 
City Manager

cc: Representative Kurt Olson
Senator Tom Wagoner
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HOUSE BILL NO. 279 OU TDOO R ADVERTISING; ENCROACHMENTS

"An Act relating to encroachments in the right-of-way of a highway."
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FISCAL NOTE
STATE OF ALASKA
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Title Outdoor Advetis ing; Enchroachments

Fiscal Note Number. 1 

Bill Version:

(H) Publish Date:
CSHB 279(TRA)
4/26/2005

Dept. A ffected : DOT
'R D U

Sponsor
Requester

House Transporta tion Committee

Adm in istra tion & Support 
Component Comm issioners Office

House Transporta tion Committee

E x p e n d i tu re s /R e v e n u e s

Component No. 

(Thousands of Dollars)

530

Note : Amounts do not include inflation unless otherw ise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractua l
Supplies
Equipmenl
Land & Structures
G rants & Claims
M iscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAP ITAL EXPENDITURES

CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands o f Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Menta l Health
O the r (Specily Type--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim a te o f any c u r re n t yea r (FY2005) cos t: 0.0
M ark th is box (X) if fu n d in g fo r th is b ill is in c lu d ed in the G ove rn o r 's FY 200G b u d g r t p ro p o sa l: 

POSITIONS _______________________
Full-time
Part-time
Temporary

ANALYS IS : (Attach a separate page ilnecessary)

Prepared b y  
Division

Approved bv: 
Agency

Jenney Yousey Phono 465-3743
House Transporta tion Committee A ide D.-jte/Timo 4 /26 /r -. 10:48 AM

Rep Gatto Date 4/26/2005
Co-Chair (H) Transporta tion Comm ittee

i r . i . . i OMD) Page 1 o f 1_



A M  E  N I) M  E  N T  v\

f a n / . -

O FFER ED  IN T H E  H O U SE  BY R E PR E SE N T A T IV E  HAW KER

TO: CS I IB 279 (TRA)

1 Page I, line 12, following “rem ain”

2 Insert subject only to removals required by federal highway funding requirements

3 imposed on the state by federal law,”

4

5 Page 1, line 15 through page 2, line 13

6 Delete all material

7 Insert

S "(c) Upon receipt o f  an application, the department shall issue an encroachm ent permit to a 

9 private person, a governm ent agency acting in a business capacity, or an ow ner or lessee o f  land

10 contiguous to the right-of-way for an encroachment that on the effective date o f  this Act is

11 present within the right-of-way o f  an interstate, primary, or secondary highway and is not

12 authorized by a written encroachment permit if the departm ent finds that:

13 (1) the encroachm ent does nol pose a  risk to the traveling public and the integrity and safety

14 o f the h ighw ay is not compromised;
H 0 i CA

15 (2) the application has dem onstrated the encroachm ent was erected in good faith;

16 (3) the denial o f  the encroachment permit would pose a hardship on ihe person, agency,

17 owner, or lessee who applies for the permit;

IS (4) the issuance o f  an encroachment permit will not cause a break in access control for the

19 highway;

20 (5) the land will not be necessary for a highway construction project during the initial term o f

21 the permit; and

22 (6) issuance o f  a permit is consistent with federal requirem ents regarding encroachments on

23 federal aid highways,

24 (d ) The departm ent may not rem ove an encroachment present within the right-of-way o f  an

25 interstate, primary, or secondary highway that is not authorized by a written encroachment

26 permit on the effective date o f  this Act until the departm ent determ ines that the encroachment



1 does not qualify for an encroachment perm it issued under this section. The departm ent may

2 charge an application fee, not to exceed $100, for a perm it issued under this section. An 

encroachment permit issued under this section may contain reasonable conditions to protect the 

traveling public, the safety and integrity o f  a h ighw ay’s design and the public interest.

(e) The land area described in an encroachm ent permit may not be used lo meet m inimum  

requirements for a contiguous land use under applicable municipal land use standards or under 

applicable regulations adopted by the Department o f  Environmental Conservation. The use of 

land contiguous to the land area described in the permit must satisfy the applicable municipal 

land use standards and applicable regulations adopted by the D epartm ent o f  Environmental 

Conservation without regard to the land area described in the permit.

(f) The issuance o f  an encroachm ent permit under AS 19.25.200 - 19.25.250 does not entitle 

the owner, occupant, or person in possession o f  the encroachment, or any o ther person to a 

payment o f  com pensation  or o f  relocation benefits under AS 34.60, if  the encroachment permit is 

revoked or not renewed or i f  the encroachm ent must be changed, relocated, o r  removed under 

AS 19.25.200- 19.25.250.



ALASKA STATE LEGISLATURE

HOUSE TRANSPORTATION COMMITTEE 

H ouse Bill 279
"A n  Act relating to encroachments in the right-of-way o f a highway

U n d e r  th e  D e p a r tm e n t  o f  T r a n s p o r t a t io n  & P u b l ic  Fac ili t ies  th e re  a re  r e g u la t io n s  
th a t  a l lo w  p e r m i t s  to  b e  i s s u e d  for e n c r o a c h m e n t s  in th e  r ig h t -o f -w a y .  H o w e v e r ,  
w h e n  a c o n s t ru c t io n  p ro je c t  b e g in s  th e re  is a fe d e ra l  la w  r e q u i r in g  all e n c r o a c h m e n t s  
b e  r e m o v e d  f ro m  th e  r ig h t -o f -w a y .  A re a s  d e s i g n a t e d  a s  p a r t  o f  th e  p ro jec t  m a y  n o t  
e v e n  h a v e  a n y  d i r e c t  c o n ta c t  w i th  th e  c o n s t ru c t io n  p ro je c t  b u t  th o se  e n c r o a c h m e n t s  
a r e  still r e q u i r e d  to b e  r e m o v e d .  H o u s e  Bill 279 w ill , b y  s ta tu te ,  a l lo w  exi- t ing  
e n c r o a c h m e n t s  in th e  r ig h t -o f -w a y  lo r e m a in  if th e y  q u a l i fy  fo r  a p e r m i t  g -an ted  to 
th e m  b y  th e  D e p a r tm e n t  o f  T r a n s p o r t a t io n  & P u b l ic  Facilities .

T h e  p r o v is io n s  o f  H B 279:
• In s e r t s  a n  e x c e p t io n  in to  s t a tu t e  th a t  w ill  g r a n d f a t h e r  c u r r e n t  e n c ro a c h m e n ts  

in th e  r ig h t -o f -w a y  o f  a h i g h w a y  b y  o b ta in in g  a p e r m i t  b y  th e  D e p a r tm e n t  o f  
T r a n s p o r t a t i o n  & P u b l ic  Facilit ies .

• T h e  p e r m i t  m a y  be  i s s u e d  to a  p r iv a te  p e r s o n ,  a g o v e r n m e n t  a g e n c y  a c t in g  in 
a b u s in e s s  c a p a c i ty ,  o r  a n  o w n e r  o r  le s see  o f  l a n d  c o n t ig u o u s  to th e  r ig h t-o f-  
w a y .

• In o r d e r  to q u a l i f y  fo r  the  p e r m i t ,  th e  e n c r o a c h m e n t  m u s t:
1. N o t p o s e  a r isk  to the  t r a v e l in g  p u b l ic .
2. T h e  e re c t io n  o f  th e  e n c r o a c h m e n t  o c c u r r e d  in  g o o d  faith .
3. T h e  d e n ia l  o f  th e  e n c r o a c h m e n t  p e r m i t  w o u ld  p o s e  a h a r d s h i p  o n  

la n d o w n e r .
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CHUGIAK COMMUNITY COUNCIL
P.O. Box 671350 

Chugiak, Alaska 99567

Ctiugiak Community Council
HB 279 & SB 183 Recommendations

April 21, 2005

TO: Distribution

SUBJECT: Chugiak Community Council Recommendations Regarding HB 279 and SB 
183 - An Act Relating to Encroachments in the Right-of-Way of a Highway

At the monthly meeting of the Chugiak Community Council (Council), held on April 21, 
2005, the Council discussed proposed House Bill 279 and proposed Senate Bill 183. 
These bills both propose that an encroachment permit be issued to a property owner 
who has a right-of-way (ROW) encroachment if the encroachment does not pose a risk 
to the traveling public, the encroachment was erected in good faith, and if denial of the 
encroachment permit would pose a hardship on the property owner. Furthermore, 
these bills propose that a ROW encroachment cannot be removed until it is determined 
that the encroachment does not qualify for an encroachment permit. Furthermore, 
these bills propose that a fee may be charged for an encroachment permit.

The Council voted unanimously to support this legislation as it would reduce negative 
impacts to many Chugiak property owners due to the proposed construction of the Old 
Glenn Highway Rehabilitation Project (ADOT&PF State Project No. 52515). The Old 
Glenn Highway is an arterial running between Eagle River and Peters Creek; and, this 
project will add shoulders, an adjacent trail, and additional lighting at the major 
intersections. The project is currently in the ROW acquisition phase with construction 
expected to commence in May 2007.

The Old Glenn Highway Rehabilitation Project is a federally-funded project; therefore, 
the Federal Highway Administration (FHWA) will require that the state certify there are 
no encroachments within the ROW before the state can be reimbursed for its share of 
expenses. Property owners who own residences and businesses adjacent to the Old 
Glenn Highway and who have ROW encroachments, through no fault of their own, will 
be impacted by the removal of their encroachments as a result of this project.

If enacted, this legislation would allow some ROW encroachments to remain provided 
the encroachments would not impact the above-ground road improvements, for 
example, water wells, lift-stations, septic fields, parking spaces, etc. If such ROW 
encroachments were permitted, this would greatly reduce potential personal and 
business impacts to the property owners. Allowing such encroachments to exist seems 
sensible especially if the encroachment is located within a ROW that is much wider than 
required for the planned roadway improvements. Please note that the Old Glenn 
Highway's ROW width varies between 60 and 300 feet.
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Chugiak Community Council
HB 279 & SB 183 Recommendations

This legislation might also reduce potential impacts to the Chugiak Volunteer Fire 
Department’s Latimer Fire Station and parking lot as well as to the Chugiak Benefit 
Association’s community center buildings, parking lot, basketball court, and fenced play 
area.

The Council encourages the public to continue to voice their opinions to their elected 
representatives about HB 279, SB 183, and the Old Glenn Highway Rehabilitation 
Project.

Please call me at 907-688-6575 if yoi ave questions.

Sincerely,

Merten Bangemann-Johnson 
President
Chugiak Community Council 
mertenbj @chugiakcouncil.org
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Chugiak Community Council
HB 279 & SB 183 Recommendations

Distribution

State of Alaska:
The Honorable Con Bunde, Alaska Senator;
The Honorable Fred Dyson, Alaska Senator;
The Honorable Charlie Huggins, Alaska Senator;
The Honorable Nancy Dahlstrom, Alaska Representative; 
The Honorable Mike Hawker, Alaska Representative;
The Honorable Pete Kott, Alaska Representative;
The Honorable Bill Stoltze, Alaska Representative

Cc. Michael Barton/Commissioner ADOT&PF;
Gordon Keith/Central Region Director ADOT&PF; 
Carl Nelson/ADOT&PF;
Kenneth W. Chapman/ADOT&PF;
Al Burton/ADOT&PF;
Dave Yanoshek/CRW Engineering Group, LLC;
The Honorable Mark Begich, Mayor, MOA;
The Honorable Municipality of Anchorage Assembly; 
Lance Wilber, Director, MOA Traffic;
Craig Lyon/AMATS;
CBERRRSA Board;
CFSA Board;
ERCPRSA Board;
CBA Board;
Birchwood Community Council;
Eagle River Communitv Council;
Eagle River Valley Community Council;
Eklutna Valley Community Council;
South Fork Community Council;
Chugiak/Eagle River Chamber of Commerce
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Chugiak-Eagle River Chamber of Commerce

Place o f  M a n y  Places"

April 22. 2005

Representative Bill Stoltze 
Representative Nancy Dahlstrom 
Representative Pete Kott 
Representative Mike Hawker 
Alaska State Legislature 
Juneau. AK 99801

RE: HB 279 / “An Act Relating to Encroachments in the right-of-way o f  a highway

At the April 22. 2005 Board meeting o f  the Chugiak-Eagle River Chamber o f  Commerce, 
the Board Members voted to support HB 279 “An Act Relating to Encroachments in the 
right-of-way o f  a highway." This legislation is essential in order to provide relief for 
road projects caught up in funding mandates under the Federal Highway Administration. 
These mandates require vacating right-of-ways when they arc outside the footprint o f  the 
project in order to receive federal funding. With respect to the Old Glenn, right-of-way 
easements vary dramatically (from 60 to 300 feet) and the State is demanding vacating 
every ROW encroachment equally. Some of these required vacations will have a 
profound effect on property owners and important community organizations and yet do 
not impact the footprint o f  this project.

The Board supports this legislation and views it as a correcting mechanism allowing 
greater flexibility under the mandates of federal law as they relate to federal highway 
funding.

Ri
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President
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ALASKA STATE LEGISLATURE

H O U SE TRANSPORTATION COM M ITTEE 

H ouse Bill 279
"A n  A ct relating to encroachments in the right-of-way of a highway

U n d e r  th e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  &  P u b l ic  F ac il i t ie s  th e re  a re  r e g u la t io n s  
th a t  a l lo w  p e r m i t s  to  b e  i s s u e d  fo r  e n c r o a c h m e n t s  in  th e  r ig h t -o f -w a y .  H o w e v e r ,  
w h e n  a  c o n s t r u c t io n  p ro je c t  b e g in s  th e re  is a  fe d e ra l  l a w  r e q u i r i n g  all e n c r o a c h m e n ts  
b e  r e m o v e d  f r o m  th e  r ig h t -o f -w a y .  A r e a s  d e s ig n a t e d  a s  p a r t  o f  th e  p ro je c t  m a y  n o t  
e v e n  h a v e  a n y  d i r e c t  c o n ta c t  w i th  th e  c o n s t ru c t io n  p ro je c t  b u t  th o se  e n c r o a c h m e n t s  
a r e  still r e q u i r e d  lo b e  r e m o v e d .  H o u s e  Bill 279 w il l ,  Lvy  s ta tu te ,  a l lo w  e x is t in g  
e n c r o a c h m e n t s  in Ihe  r ig h t -o f -w a y  lo r e m a i n  if th e y  q u a l i f y  for a p e r m i t  g r a n te d  lo 
t h e m  b y  th e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  & P u b l ic  Facilities .

T h e  p r o v i s i o n s  o f  H B  279:
• I n s e r t s  a n  e x c e p t io n  in to  s t a tu t e  th a t  w ill  g r a n d f a t h e r  c u r r e n t  e n c ro a c h m e n ts  

in  th e  r ig h t - c f - w a y  o f  a h i g h w a y  b y  o b ta in in g  a  p e r m i t  b y  th e  D e p a r tm e n t  o f  
T r a n s p o r t a t i o n  & P u b lic  Facilities .

• T h e  p e r m i t  m a y  b e  i s s u e d  to  a p r i v a te  p e r s o n ,  a g o v e r n m e n t  a g e n c y  a c t in g  in 
a b u s in e s s  c a p a c i ty ,  o r  a n  o w n e r  o r  le ssee  o f  l a n d  c o n t ig u o u s  to th e  r ig h t-o f-  
w a y .

• In  o r d e r  to  q u a l i fy  fo r  th e  p e r m i t ,  th e  e n c r o a c h m e n t  m u s t :
1. N o t  p o s e  a r i sk  to th e  t r a v e l in g  p u b l ic .
2. T h e  e r e c t io n  o f  th e  e n c r o a c h m e n t  o c c u r r e d  in  g o o d  fa ith .
3. T h e  d e n ia l  o f  th e  e n c r o a c h m e n t  p e r m i t  w o u l d  p o s e  a h a r d s h i p  o n  

l a n d o w n e r .
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Chugiak Community Council
HB 279 S SB 183 RacommeniJatlons

CHUGIAK COMMUNITY COUNCIL
P.O. Box 671350 

Chugiak, Alaska 99567

April 21, 2005

TO: Distribution

SUBJECT: Chugiak Community Council Recommendations Regarding HB 279 and SB 
183 - An Act Relating to Encroachments in the Right-of-Way of a Highway

At the monthly meeting of the Chugiak Community Council (Council), held on April 21, 
2005, the Council discussed proposed House Bill 279 and proposed Senate Bill 183. 
These bills both propose that an encroachment permit be issued to a property owner 
who has a right-of-way (ROW) encroachment if the encroachment does not pose a risk 
to the traveling public, the encroachment was erected in good faith, and if denial of the 
encroachment permit would pose a hardship on the property owner. Furthermore, 
these bills propose that a ROW encroachment cannot be removed until it is determined 
that the encroachment does not qualify for an encroachment permit. Furthermore, 
these bills propose that a fee may be charged for an encroachment permit.

The Council voted unanimously to support this legislation as it would reduce negative 
impacts to many Chugiak property owners due to the proposed construction of the Old 
Glenn Highway Rehabilitation Project (ADOT&PF State Project No. 52515). The Old 
Glenn Highway is an arterial running between Eagle River and Peters Creek; and, this 
project will add shoulders, an adjacent trail, and additional lighting at the major 
intersections. The project is currently in the ROW acquisition phase with construction 
expected to commence in May 2007.

The Old Glenn Highway Rehabilitation Project is a federally-funded project; therefore, 
the Federal Highway Administration (FHWA) will require that the state certify there are 
no encroachments within the ROW before the state can be reimbursed for its share of 
expenses. Property owners who own residences and businesses adjacent to the Old 
Glenn Highway and who have ROW encroachments, through no fault of their own, will 
be impacted by the removal of their encroachments as a result of this project.

if enacted, this legislation would allow some ROW encroachments to remain provided 
the encroachments would not impact the above-ground road improvements, for 
example, water wells, lift-stations, septic fields, parking spaces, etc. If such ROW 
encroachments were permitted, this would greatly reduce potential personal and 
business impacts to the property owners. Allowing such encroachments to exist seems 
sensible especially if the encroachment is located within a ROW that is much wider than 
required for the planned roadway improvements. Please note that tho Old Glenn 
Highway's ROW width varies between 60 and 300 feet.
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Chugiak Community Council
HB 279?. SB 133 Recommendations

This legislation might also reduce potential impacts to the Chugiak Volunteer Fire 
Department’s Latimer Fire Station and parking lot as well as to the Chugiak Benefit 
Association’s community center buildings, parking lot, basketball court, and fenced play 
area.

The Council encourages the public to continue to voice their opinions to their elected 
representatives about HB 279, SB 183, and the Old Glenn Highway Rehabilitation 
Project.

Please call me at 907-688-6575 if you have questions.

Sincerely,

Merten Bangemann-Johnson 
President
Chugiak Community Council 
mertenbj@chugiakcouncil.org
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Chugiak Community Council
HB 279 & SB 183 Recommendations

Distribution

State of Alaska;
The Honorable Con Bunde, Alaska Senator;
The Honorable Fred Dyson, Alaska Senator;
The Honorable Charlie Huggins, Alaska Senator;
The Honorable Nancy Dahlstrom, Alaska Representative; 
The Honorable Mike Hawker, Alaska Representative;
The Honorable Pete Kott, Alaska Representative;
The Honorable Bill Stollze, Alaska Representative

Cc. Michael Barton/Commissioner ADOT&PF;
Gordon Keith/Central Region Director ADOT&PF; 
Carl Nelson/ADOT&PF;
Kenneth W. Chapman/ADOT&PF;
Al Burton/ADOT&PF;
Dave Yanoshek/CRW Engineering Group, LLC;
The Honorable Mark Begich, Mayor, MOA;
The Honorable Municipality of Anchorage Assembly; 
Lance Wilber, Director, MOA Traffic;
Craig Lyon/AMATS;
CBERRRSA Board;
CFSA Board;
ERCPRSA Board;
CBA Board;
Birchwood Community Council;
Eagle River Community Council;
Eagle River Valley Community Council;
Eklutna Valley Community Council;
South Fork Community Council;
Chugiak/Eagle River Chamber of Commerce
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" Place o f  M a n y  Places"

Chugiak-Eagle River Chamber of Commerce

April 22. 2005

Representative Bill Stoltze 
Representative Nancy Dahlstrom 
Representative Pete Kott 
Representative Mike Hawker 
Alaska State Legislature 
Juneau, AK 99S01

RE: HB 279 /  “An Act Relating to Encroachments in the right-of-way o f  a highway

At the April 22, 2005 Board meeting o f  the Chugiak-Eagle River Chamber o f  Commerce, 
the Board Members voted to support HB 279 “ An Act Relating to Encroachments in the 
right-of-way o f  a highway," This legislation is essential in order to provide relief for 
road projects caught up in funding mandates under the Federal Highway Administration. 
These mandates require vacating right-of-ways when they arc outside the footprint o f  the 
project in order to receive federal funding. With respect to the Old Glenn, right-of-way 
easements vary dramatically (from 60 to 300 feet) and the State is demanding vacating 
every ROW encroachment equally. Some of these required vacations will have a 
profound effect on property owners and important commui ity organizations and yet do 
not impact the footprint o f  this project.

The Board supports this legislation and views it as a correcting mechanism allowing 
greater flexibility under the mandates o f  federal law as they relate to federal highway 
funding.

Respectfully submr^ed,

George Lochner 
President

__________________________(907) 694-4702 PHONE • (907) 694-1 ?05 FAX
KO SOX 770353 FAGI.ERVER ALASKA 99577 • 11401 OlO GLENN HIGHWAY. SUITE 100. EAG lt RIVER ALASKA W V 7
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A M E N D M E N T

O FFERED  IN  T H E  H O U SE  

TO: HB 279

1 Page 2, line 2, fo llow ing  “right-of-w ay”

2 Delete “who erected”
3 Insert “for”

4

5 Page 2, line 12, following "fee”

6 Insert “not to exceed $ 100”
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FISCAL NOTE
STATE OF ALASKA
2005 LEGISLATIVE SESSION
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SENATE FINANCE 
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R e q u e s t e r

H o u s e  T ra n sp o r ta t io n
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N o te .  A m o u n ts  d o  not  inc lud e  inflation u n l e s s  o th e rw is e  n o t e d  below .

C o m p o n e n t  No. 

( T h o u s a n d s  o f  D o l la r s )

5 2 6

O P E R A T IN G  E X P E N D IT U R E S FY 2 0 0 6 FY 2 0 0 7 FY 2 0 0 8 FY 2 0 0 9 FY 2 0 1 0 FY 2 0 1 1
P e r s o n a l  S e r v i c e s 2 6 5 .5 2 6 5 .5 2 6 5 .5 2 6 5 .5 2 6 5 .5 2 6 5 .5
Trav e l 16.0 16.0 16.0 16.0 16 .0 16 .0
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C A P IT A L  E X P E N D IT U R E S  j

C H A N G E  IN R E V E N U E S  ( ) 5 0 .0  | 5 0 .0 5 0 .0 5 0 .0 5 0 .0 5 0 .0

FU N D  S O U R C E ( T h o u s a n d s  of Dollars)
1 00 2  F e d e ra l  R e c e ip t s
1 00 3  G F  M atch
1 0 0 4  G F 199.0 7 4 .0 7 4 .0 7 4 .0 7 4 .0 7 4 .0
1 0 0 5  G F /P r o g r a m  R e c e ip t s 5 0 .0 5 0 .0 5 0 .0 5 0 .0 5 0 .0 5 0 .0
1 0 3 7  G F /M en la l  H ea l th
1061 C IP  R e c e ip t s 1 69 .5 1 6 9 .5 1 69 .5 169 .5 169 .5 1 69 .5

T O T A L 4 1 8 .5 2 9 3 .5 2 1 3 .5 2 9 3 .5 2 9 3 .5 2 9 3 .5

E s t i m a t e  o f  a n y  c u r r o n t  y e a r  (FY 2 00 5)  c o s t : 0 .0
M a rk  t h i s  b o x  (X) if f u n d i n g  f o r  t h i s  bill i s  I n c l u d e d  In th o  G o v e r n o r ' s  FY 200G b u d g o t  p r o p o s a l :  I

P O S IT IO N S
Full-t ime 4 4 4 4 4
P a r t - t im e
T e m p o r a r y

A N A L Y S IS :  (Altoch a  soparato pago itnocossary)
The department estimates that approximately 500 right of way (ROW) encroachments will be permitted 
annually. The complexity of analysis and processing of the permits will vary depending on whether they a’e 
commercial or residential encroachments. This additional workload will require 4 new Right of Way Agen s 
(2 in Anchorage, 1 in Fairbrnks and 1 in Juneau). The first year of operation will require consultant 
services to implement the ROW encroachment module within the department's electronic permitting 
system. A $100 application fee will annually generate S50.000 in revenues. It Is estimated that 25% of the 
pormit activity will bo unrelated to construction projects and must be funded from general funds. The 
remaining permit activity will be covered by fee collection and capital project funding.

I

P r e p a r e d  by: 
Divis ion

A p p ro v e d  by: 
A g o n c y

Nona Wilson Phono 465-3904
Legislative Liaison. DOT&PF Dato/Timo 4/28/05 3:26 PM

John MacKinnon Dalo 4/28/2005
D e p u ty  C o m m is s io n e r .  D O T & PF
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A M E N D M E N T

OFFERED IN THE HOUSE 

TO: CS HB 279 (FIN)

1 Page I, line 12, following “right-of-way on"

2 Delete “ the effective date o f  this Act"

3 Insert " J a n u a r y ' ,  2005 ,"

4

5 Page 2. line 5, starting with “ the"

6 Delete “ the effective date o f  this Act, is”

7 Insert “January  I, 2005, w as"

8

9 Page 2, line 21, following “highway on”

10 Delete "the effective date o f  this Act that is not authorized by a  written encroachm ent

11 permit until the departm ent determines that the encroachm en t does not qualify  for

12 an enc.oachm ent perm it issue '"

13

14 Insert "January  I, 2005, unless the owner, occupant, or person in possession o f  the

15 encroachm ent o r  any o ther person causing o r  perm itting the encroachm ent to exist

16 receives the notice provided under AS 19.25.230 and is informed o f  the application

17 process for an encroachm ent permit"

18

19 Page 3, following line 8

20 Insert a new section to read:

2 1 "(g) Except for dam age, injury, or death resulting from gross negligent e o r  reckless or

22 intentional m isconduct o f  the state or an agent or em ployee o f  the state, the state is not liable

23 for damage to. or dam age, injury, o r  death resulting from the presence of. an encroachm ent in

24 the right-of-way o f  a state h ighw ay.”

SENATE FINANCE 
COMMITTEE i

Amendment Number:_£W__)------
Bill MumhP.r U h  -----
Sponsor Dat S’
Logged In By: y< o U^/ s—

« 3 < d o j 5 i ' 2 . d



SENATE FINANCE COMMITTEE 
g  73- /2005 COMMITTEE ACTION

Bill Number U;& 2-3-3
Amendment

Motion a c lc p fI
Motion by U i  i f c a o

Objection by r\cv \< L
Removed

Second Objection by
Committee Member Y Vote N

Senator Bunde
Senator Dyson
Senator Hoffman
Senator Olson
Senator Stedman
Co-Chair Wilken
Co-Chair Green

Tally
Yea
Nay

Absent

MOTION



A M K i N D M K N ’l

OFFFRED IN THE SENATE 
TO: CS I IB 279(FIN)

SENATE FINANCE 
COMMITTEE ^  

Amendment Number: 
Bill Number:_
S ponso r:C 2£2M _ Da[e:_£J3lcrl 
Logged In By: P |

< 3 < d o f 5 f c . < J

Pa tic 2, lines 10-11

Delete nil material and insert:

(2) The applicant has demonstrated the encroachment was erected with the good 

faith belief it was lawful to erect and maintain the encroachment in its location,"

Faye 3, lines 9-12

Delete all material and insert a new section to read:

"(g.) The state is not liable lor damage to, or damage or in jury resulting from the 

presence of. an encroachment in the right-of-way o f a state highway,"
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IN T H E  LEG ISLA TU RE OF TH E STA TE OF' ALASKA

TW EN TY -FO U R TH  LEG ISLA TU RE - FIRST SESSION 

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE TRANSPORTATION COMMITTEE

S E N A T E  C S  F O R  CS F O R  H O U S E  H IL L  N O . 279(FIN)

A B IL L  

F O R  AN A C T  E N T IT L E D

"An Act relating to encroachments in the right-of-way of a highway."

B E IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A SK A :

* Section  I. AS 19.25.105(d) is am ended to read:

( d ) O utdoor advertising may not be erected 01 maintained within the right-of- 

way o f  an interstate, primary, or secondary highway except that outdoor advertising

(1)  o n  | IS A LLO W ED  ON  (1)] bus benches and bus shelters, and 

adjacent trash receptacles. located within the right-of-way under the authority o f  a 

permit issued under A S  19.25.200 is a l l o w e d  [.) if the bus benches or bus shelters are 

located within a borough or (milled municipality and the buses that stop at that 

location operate during  the entire vcar: o r

(2)  p r e s e n t  in t he  r i t i h t - o f - w a \  on  . l a m i a n  1. 2005 .  m n v  r e m a i n ,  

s u b j e c t  o n l v  to r e m o v a l s  m i n i m i  hv  f e d e r a l  h i n l m a v  fnntl ini !  m i n i r e m e n t s  

i m p o s e d  on  t h e  s t n l t  In  f e d e r a l  law ,  u n t i l  o r  u n l e s s  :m e n c r o a c h m e n t  p e r m i t  f o r  

t h e  o u t d o o r  a d v e r t i s i n g  is d e n i e d  u n d e r  A S  19 .25 .200(0)  |KI I’FAI  FI) ] .

* Sec. 2. A S  19,25.200 is am ended by adding new subsections to read:

- I -  SC’S C S IIH  279(FIN)
f.Viv r*'Xr U n d o r l in r j  (VSLETEn T£.Y7 BRACKETED}
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(c) Upon receipt o f  an application, the department shall issue an encro chment 

perm it to a private person, a governm ent agency acting in a business capacity, or an 

ow ner or lessee o f  land contiguous to the right-of-way for an encroachm ent that, on 

January I, 2005, was present within the right-of-way o f  an interstate, primary, or 

secondary  h ighway and is not authorized by a written encroachment perm it i f  the 

departm ent iinds that

(1) the encroachment does not pose a risk to the traveling public, and 

the integrity and safety o f  the h ighway is not compromised:

(2) the applicant has dem onstrated the encroachm ent w as erected with 

the good faith belief it was lawful to erect and maintain the encroachment in its 

location;

(3) the denial o f  the encroachm ent permit would pose a hardship on the 

person, agency, owner, o r  lessee who applies for the permit;

(4) the issuance o f  an encroachment permit will not cause a break in 

access control for the highway;

(5) the land will not be necessary for a highway construction project 

during the initial term o f  the permit; and

(6) issuance o f  a perm it is consistent with federal requirements 

regarding encroachments on fcdcral-aid highways.

(d) The department may not rem ove an encroachment present within the right- 

o f - w a y  o f  an interstate, primary, or secondary  highway on January  1, 2005. unless the 

ow ner, occupant, or person in possession o f  the encroachment or any o ther person *  ( 

causing  or permitting the encroachment to exist receives the notice provided under 

AS 19.25.230 and is informed o f  the application process for an encroachm ent permit 

under (c) o f  this section. The department m ay charge a fee. not to exceed SI 00, for an 

encroachm ent permit issued under (c) o f  this section. An encroachm ent permit issued 

under (c t o f  this section may contain reasonable conditions to protect the traveling 

public, the safety and integrity o f  a h ighway’s design, and the public interest.

(e) The land area described in an encroachment permit m ay not be used to 

meet m in im um  requirements for a contiguous land use under applicable municipal 

land use standards or under applicable regulations adopted by the Department o f

SCSCSIIH 279| FIN)
Z/ow Tc,vr U n d e r lin e d  tPSLETED TEXT UfiACKETED)
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Environmental Conservation. The use o f  land contiguous to the land area described in 

the permit must satisfy the applicable municipal land use standards and applicable 

regulations adopted by the Department o f  Environmental Conservation without regard 

to the land area described in the permit.

(1) The issuance o f  an encroachment permit under AS 19.25.200 - 19.25.250 

does not entitle the owner, occupant, or person in possession o f  the encroachment or 

any other person to a payment o f  compensation or o f  relocation benefits under 

AS 34.60 if  the encroachment permit is revoked or not renew ed o r i f  the encroachment 

m ust be changed, relocated, or removed under AS 19.25.200 - 19.25.250.

(g) The state is not liable for dam age to, or dam age or injury resulting from 

the presence of. an encroachment in the right-of-way o f  a state highway.

S C SC SIin  279(FIN)
■Vow T e x t  U.idnrl inad {0EIE7EV TBXT BMCXETOPJ



ALASKA STATE LEGISLATURE

HOUSE TRANSPORTATION COMMITTEE 

House Bill 279(FIN)
"An Act relating to encroachments in the right-of-way of a highway."

U n d e r  [lie D e p a r tm e n t  o f  T r a n s p o r t a t i o n  & P u b l ic  Fac ili t ie s  th e r e  a r e  r e g u la t io n s  
th a t  a l lo w  p e r m i t s  to  be  i s s u e d  fo r  e n c r o a c h m e n t s  in th e  r ig h t -o f -w a y .  I lo w e v e r ,  
w h e n  a  c o n s t r u c t io n  p ro je c t  b e g in s  th e re  is a fe d e ra l  l a w  r e q u i r in g  all e n c r o a c h m e n t  
b e  r e m o v e d  f ro m  th e  r ig h t -o f -w a y .  A re a s  d e s i g n a t e d  a s  p a r t  o f  th e  p ro je c t  m a y  n o t  
e v e n  h a v e  a n y  d i re c t  c o n ta c t  w i th  th e  c o n s t ru c t io n  p ro je c t  b u t  th o s e  e n c r o a c h m e n t s  
a r e  still r e q u i r e d  to b e  r e m o v e d .  1 lo u s e  Bill 279 w ill , b y  s t a tu t e ,  a l lo w  e x is t in g  
e n c r o a c h m e n t s  in th e  r ig h t -o f -w a y  to r e m a in  if th e y  q u a l i fy  for a p e r m i t  g r a n t e d  to 
th e m  b y  th e  D e p a r tm e n t  o f  T r a n s p o r t a t i o n  iy P u b l ic  Facilit ies .

T h e  p r o v i s i o n s  o f  1113 279:
• In s e r t s  a n  e x c e p t io n  in to  s t a tu t e  th a t  w ill  g r a n d f a t h e r  c u r r e n t  e n c r o a c h m e n ts  

in  th e  r ig h t -o f -w a y  o f  a h ig h w a y  b y  o b ta in in g  a p e r m i t  b y  th e  D e p a r tm e n t  o f  
T r a n s p o r t a t i o n  & P u b l ic  Facilities .

• T h e  p e r m i t  m a y  b e  i s s u e d  to a p r iv a te  p e r s o n ,  a g o v e r n m e n t  a g e n c y  a c t in g  in 
a b u s in e s s  c a p a c i ty ,  o r  a n  o w n e r  o r  le ssee  o f  la n d  c o n t ig u o u s  to th e  r ig h t-o f -  
w a y .

• In o r d e r  to q u a l i fv  for th e  p e r m i t ,  th e  e n c r o a c h m e n t  m u s t :
1. N o t  p o s e  a r isk  to th e  t r a v e l in g  p u b l ic .
2. T h e  e n c r o a c h m e n t  o c c u r r e d  m  g o o d  fa ith .
3. T h e  d e n ia l  o f  th e  e n c r o a c h m e n t  p e rm i t  w o u l d  p o s e  a h a r d s h i p  on  

l a n d o w n e r .
4. N o t  c a u s e  a  b r e a k  in a c c e ss  c o n t ro l  fo r  th e  h ig h w a y .
3. N o t  b e  n e c e s s a ry  fo r  a h ig h w a y  c o n s t r u c t io n  p ro jec t  d u r i n g  th e  initial 

t e rm  o f  th e  p ro jec t,
o. T h e  i s s u a n c e  ol a p e r m i t  is c o n s is te n t  w i th  fe d e ra l  r e q u i r e m e n ts  

r e g a r d in g  e n c r o a c h m e n t s  o n  f e d e ra l -a id  h ig h w a y s .
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Apr 22 05 08:58a Cer Chamber 907G941205

| Chugiak-Eagle River Chamber of Commerce

Place of Many Places"

April 22, 2005

Representative Bill Stoltze 
Representative Nancy Dahlstrom 
Representative Pete Kott 
Representative Mike Hawker 
Alaska State Legislature 
Juneau, AK 99801

RE: HB 279 /  “An Act Relating to Encroachments in the right-of-way o f  a highway

At the April 22, 2005 Board meeting o f  the Chugiak-Eagle River Chamber o f  Commerce, 
the Board Members voted to support HB 279 “An Act Relating to Encroachments in the 
right-of-way o f  a h ighway" This legislation is essential in order to provide relief for 
road projects caught up in funding mandates under the Federal Highway Administration. 
These mandates require vacating right-of-ways when they arc outside the footprint o f  the 
project in order to receive federal funding. With respect to the Old Glenn, right-of-way 
easements vary dramatically (from 60 to 300 feet) and the State is demanding vacating 
every ROW  encroachment equally. Some o f  these required vacations will have a 
profound effect on property owners and important community organizations and yet do 
not impact the footprint o f  this project

The Board supports this legislation and views it as a correcting mechanism allowing 
greater flexibility under the mandates o f  federal law as they relate to federal highway 
funding.

Ri ...........................

PO BOX 770353 EAGcE R:VCR ALASKA 99577 • 11401 O lO  GIFNN HIGHWAY. SUITE 105, LAGLfc HIVCT ALASKA W S /-"

President

(907) 694-4702 PHONE • (907) 604 1205 TAX

w w w .c w o fg  • omail in lo@ ccfcxg

http://www.cwofg


Chugiak Community Council
HB 279 & SB 183 Recommondations

CHUGIAK COMMUNITY COUNCIL
P.O. Box 671350 

Chugiak, Alaska 99567

April 21, 2005

TO: Distribution

SUBJECT: Chugiak Community Council Recommendations Regarding HB 279 and SB 
183 - An Act Relating to Encroachments in the Right-of-Way of a Highway

At the monthly meeting of the Chugiak Community Council (Council), held on April 21, 
2005, the Council discussed proposed House Bill 279 and proposed Senate Bill 183. 
These bills both propose that an encroachment permit be issued to a property owner 
who has a right-of-way (ROW) encroachment if the encroachment does not pose a risk 
to the traveling public, the encroachment was erected in good faith, and if denial of the 
encroachment permit would pose a hardship on the property owner. Furthermore, 
these bills propose that a ROW  encroachment cannot be removed until it is dete mined 
that the encroachment does not qualify for an encroachment permit. Furthirmore, 
these bills propose that a fee may be charged for an encroachment permit.

The Council voted unanimously to support this legislation as it would reduce negative 
impacts to many Chugiak property owners due to the proposed construction of the Old 
Glenn Highway Rehabilitation Project (ADOT&PF State Project No. 52515). The Old 
Glenn Highway is an arterial running between Eagle River and Peters Creek; and, this 
project will add shoulders, an adjacent trail, and additional lighting at the major 
intersections. The project is currently in the ROW acquisition phase with construction 
expected to commence in May 2007.

The Old Glenn Highway Rehabilitation Project is a federally-funded project; therefore, 
the Federal Highway Administration (FHWA) will require that the state certify there are 
no encroachments within the ROW  before the state can be reimbursed for its share of 
expenses. Property owners who own residences and businesses adjacent to the Old 
Glenn Highway and who have ROW encroachments, through no fault of their own. will 
be impacted by the removal of their encroachments as a result of this project.

If enacted, this legislation would allow some ROW encroachments to remain provided 
the encroachments would not impact the above-ground road improvements, for 
example, water wells, lift-stations, septic fields, parking spaces, etc. If such R O W  
encroachments were permitted, this would greatly reduce potential personal and 
business impacts to the property owners. Allowing such encroachments to exist seems 
sensible especially if the encroachment is located within a ROW that is much wider than 
required for the planned roadway improvements. P lease note that the Old Glenn 
Highway’s ROW  width varies between 60 and 300 feet.

Piiijo I of 3



Chugiak Community Council
HB 279 & SB 183 Recommendations

This legislation might also reduce potential impacts to the Chugiak Volunteer Fire 
Department’s Latimer Fire Station and parking lot as well as to the Chugiak Benefit 
Association’s community center buildings, parking lot, basketball court, and fenced play 
area.

The Council encourages the public to continue to voice their opinions to their elected 
representatives about HB 279, SB 183, and the Old Glenn Highway Rehabilitation 
Project.

P lease call me at 907-688-6575 if you have questions.

Sincerely,

Merten Bangemann-Johnson 
President
Chugiak Community Council 
mertenbj@chugiakcouncil.org

iMgu 2  of 3
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Chugiak Community Council
HB 279 & SB 183 Recommendations

Distribution

State of Alaska:
The Honorable Con Bunde, Alaska Senator;
The Honorable Fred Dyson, Alaska Senator;
The Honorable Charlie Huggins, Alaska Senator;
The Honorable Nancy Dahlstrom, Alaska Representative; 
The Honorable Mike Hawker, Alaska Representative;
The Honorable Pete Kott, Alaska Representative;
The Honorable Bill Stoltze, Alaska Representative

Cc. Michael Barton/Commissioner ADOT&PF;
Gordon Keith/Central Region Director ADOT&PF; 
Carl Nelson/ADOT&PF;
Kenneth W. Chapman/ADOT&PF;
Al Burton/ADOT&PF;
Dave Yanoshek/CRW  Engineering Group, LLC;
The Honorable Mark Begich, Mayor, MOA;
The Honorable Municipality of Anchorage Assembly; 
Lance Wilber, Director, MOA Traffic;
Craig Lyon/AMATS;
C B E R R R SA  Board;
CFSA  Board;
E R C PR S A  Board;
CBA Board;
Birchwood Community Council;
Eagle River Community Council;
Eagle River Valley Community Council;
Eklutna Valley Community Council;
South Fork Community Council;
Chugiak/Eagle River Chamber of Commerce
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F R A N K  H. M U R K O W S K I, G O V E R N O R

DEPARTMENT OF TRANSPORTATION 
AND PUBLIC FACILITIES

OFFICE OF THE COMMISSIONER

3 13 2  CHANNEL DRIVE 
JUNEAU. ALASKA 99801-7893

TEXT: (907)465-3652
FAX: (907) 586-8365
PHONE: (907)465-3900

M ay  5 .2 0 0 5

T h e  H o n o ra b le  L y d a  G re e n  
C o -C h a ir .  S e n a te  F in an ce  
S ta te  C apito l,  R o o m  516 
J u n e a u ,  A la s k a  9 9 8 0 1

T h e  H o n o ra b le  G a ry  W ilk e n  
C o -C h a ir ,  S e n a te  F in a n c e  
S ta te  C ap ito l.  R o o m  518 
J u n e a u ,  A la s k a  99801

D e a r  S e n a to rs  G re e n  an d  W ilk e n :

T h e  D e p a r tm e n t  o f  T ra n sp o r ta t io n  an d  P u b l ic  F a c i l i t ie s  ( D O T & P F )  is r e q u e s t in g  th ree  
a m e n d m e n ts  to  C S S B  18 3 (T R A )  “ A n A ct re la t in g  to e n c ro a c h m e n ts  in th e  r igh t-o f-w ay  
o f  a highway.”

T h e  D e p a r tm e n t  su p p o r ts  the  in te n t  o f  th e  bill an d  h a s  w o rk e d  c lo se ly  an d  
c o o p e ra t iv e ly  w i th  the  s p o n s o r s  o f  b o th  th e  S e n a te  a n d  H o u s e  v e r s io n s  to  e n s u re  the  
final v e rs io n  a d d re s s e d  th e  is s u e  a t h a n d ,  d id  n o t  e x p o s e  the  S ta te  to  an y  u n d u e  liab ility  
a n d  w a s  w ith in  th e  p a ra m e te r  u n d e r  w h ic h  th e  D e p a r tm e n t  o p e ra te s .

T h e  fo l lo w in g  tw o  p a g e s  in c lu d e  s p e c i f ic  a m e n d m e n t s  th a t  w e  feel n e e d  to  b e  in c lu d e d  
fo r  p u rp o se s  o f  c la r i f ic a t io n  an d  to  a d d re s s  a p o te n t ia l ly  s ig n i f i c a n t  l iab il i ty  is su e .

I f  y o u  h a v e  an y  q u e s t io n s  o r  n e e d  fu r th e r  in fo rm a t io n ,  p le a s e  c o n ta c t  D e p u ty  
C o m m is s io n e r  J o h n  M a c K in n o n ,  o r  N o n a  W ilso n ,  L e g is la t iv e  L ia i so n  at 4 6 5 -3 9 0 0 .

E n c lo s u r e

cc: S e n a to r  C h a r l ie  I lu g g in s
R e p re se n ta t iv e  M ik e  H a w k e r  
R e p re se n ta t iv e  Bill S to l tz e
K ev in  Ja rd e l l .  L eg is la t iv e  L ia iso n . O ff ic e  o f  th e  G o v e rn o r  
K ris  K n a u ss ,  P o l icy  D irec to r ,  O f f ic e  o f  the  G o v e r n o r

S in ce re ly ,

M ik e  B a r to n  
C o m m is s io n e r
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Proposed Chances to SB 183/HB 279 -  Encroachment Permits

1. Clianac “ Fee” To “Application Fee” in See 2(d)

The departm ent currently charges “economic rent” for the use o f the riglu-of-wav 
in which it is the fee owner. The existing language in AS 19.25.200(d) could  be read to 
restrict the departm ent to collection o f  $100 total. We want to ensure that “ fee” is not 
confused with “econom ic rent.” W here we own the underlying fee, we have an obligation 
to collect “economic rent” . Presently our regulations have a $200 application fee, a 
requirem ent for “economic rent" or $100 per year, whichever is greater, a five-year 
permit term, and a $100 permit renewal fee.

The departm ent estimates that its annual lost revenue would be in excess o f  
$100,000 if the department is restricted to a m axim um  $100 per encroachment.

2. Correct the liability issue in Sec 2 (g)

SB 183 effectively opens up state ROW  because o f  hardship to landowners. At 
the same time, the liability c lause invites litigation against the State o f  Alaska. It makes 
no sense to increase state liability where the legislation directly benefits private 
landowners, and not the state. Since the department will permitting the encroachments, 
plaintiffs could always argue that the state was som ehow negligent in granting the permit 
to begin with.

The bill, as presently drafted, would effectively subject tlv' .,tatc to liability for 
private citizen use o f  the state right-of-way, and could be read t » place an obligation o f  
on-going m onitoring, maintenance, etc., in order to avoid charges o f  “ reckless” or 
“grossly negligent” behavior. Obviously, the department docs not have the resources to 
constantly monitor all o f  the right-of-way in the state. Nevertheless, that would not 
prevent plaintiffs from arguing that the departm ent was “grossly negligent” not to 
perform at least yearly monitoring, o r  that it was grossly negligent not to notice that an 
encroachment had deteriorated in condition from the date o f  initial permitting. The 
existing language invites plaintiffs to make precisely these kind ol arguments, and to 
embroil the department in ongoing litigation.

The original language in SB I S3 should be adopted as follows:

(g) T he state is not liable for dam age to, o r  
damage o r  in jury resulting from the presence of, an 
encroachment in the right-of-way of a state highway.

II the foregoing language is not used, then language more closely approximating 
existing statutory language should be used, such as follows:

(g) The state is not liable for damage to the encroachm ent, 
o r  damage, in jury , or death resulting from the presence of an 
encroachm ent in the right-of-way of a state highway. 'Ib is  section



does not apply to a civil action for damages as a result of a permitted 
encroachment resulting from intentional misconduct within the 
course and scope of employment or agency and with complete 
disregard for the safety and property of others.

3. Modify Good Faith Lannuaue Sec. 2 (c)(2)

T he existing “good faith” requirement is loo vague. There  is no real way to 
determ ine “good faith.” T o  clarify this ambiguity, the departm ent suggests replacing 
(c)(2) with the following language: “The applicant has demonstrated the
encroachment was erected with the good faith belief it was lawful to erect and 
maintain the encroachment in its location.”







SB 179/HB280 Talking Points

It appears that SB 179/ HB 280 would to two primary things:
1 Requires m ines in the Unorganized Borough to pay a 4 mills p roperty  tax to the State. 

A ccep tab le :  As the de facto assem bly for the unorganized borough, the legislature 
has basically  the sam e rights as any assembly.

2. However, i f  a borough forms, the slate would still assess the m ine and collect the 
property tax for the new  borough up to 6 mills, but all other possib le  m unicipal taxes 
and fees, such as local sales taxes, would be prohibited for the expected life o f  the 
mine. U n accep tab le :  The bill would take aw ay almost all taxing authority  regarding 
mines from future local assemblies and make it unlikely that a borough could form i f  
local taxpayers had to subsidize sendees to the mine due to the exemptions.

Key issues:
□ Local taxes already have “ fail-safes” to avoid inequitable treatment o f  one taxpayer: 

i. By law, all local taxpayers must pay the sam e property  tax rate. I f  mines pay
more, so docs everyone else.

2 I f  taxes are too high for a mine to exist, everybody loses. Unfair taxation o f  mines 
has not been identified as a problem in Alaska.

). I f  a borough formation petition appeared to treat one taxpayer unfairly the Local 
Boundary  Com m ission has the authority  to reject it, or refer it to the legislature.

□ Local taxpayers subsidize m ines. It would most likely m ake it financially impossible 
for a new borough to form because State law requires a borough to:
i. Pay 4 m ills o f  property tax as the m inimum  contribution to schools, plus 

Pay the local cost o f  building new schools necessitated by  the m ine, plus 
}. Pay any  additional option local contribution to schools to maintain  an acceptable 

level o f  education, and provide adequate local services such as road m aintenance 
and public safety.

The allowable rem aining 2 mills would almost certainly  be insufficient to pay for 
schools, school bonds, and provide o ther services. Therefore, o ther local taxpayers 
would likely have to subsidize local public services used by the mine.

j  N o other industry nets virtually permanent tax breaks: No city, borough, o r  the state
prom ises a permanent low tax rate for a single industry.

j  If special industry tax breaks are uiven by the Slate, they should be financed by the
State : If the State adopts policy to subsidize the mining industry it should be done at 
the State level, not by asking future local taxpayers to subsidize it.

j  New m ines get tax breaks, existing m ines d o n ’t: M ines in boroughs formed after
January 2005 would be taxed at inequitable com pared to existing o r new mines in 
existing boroughs. Besides being inequitable, this could jeopard ize  taxation for 
com m unities with existing mines.



Synopsis of A l a s k a  Mining Industry- Local Revenues 

Greens Creek Mine

Located in the City & Borough o f  Juneau:
Valuation:
Real Property $63,054,400
Personal Property $47,101,020
Total Value $110,155,420

Local Revenue G eneration:
Based on mill rate o f  6.61 m ills equals $728,128 per year____________________

Fort Knox Mine

Located in the Fairbanks N orth  Star Borough 
Valuation:
Real Property $230,400,000
Personal Property $ -0- (not assessed in FNSB)
Total Value $230,400,000

Local Revenue G eneration:
Based on mill rate o f  15.224 mills equals $3,507,610 per year

Red Dog Mine

Located in the Northwest Arctic Borough 
Valuation:
Real Property $263,801,940
Personal Property $ included above
Total Value $263,801,940 ^

£ D . P >->, l i t  ( P  £~ .i>

Local Revenue G eneration:
PILT - $5,000,000 to $6,000,000 per year_______________________________________________

Hcalv Coal Mine

Located in the Denali Borough

Severance fax  on extraction o f  coal and gravel

Local Revenue Generation
$56,000 per year ___

I ’uk? /



Pogo Mine

Currently located in the U norganized Borough 
Valuation:
Real Property $250 ,000,000
Perso- al Property $ included above
Total V alue $250,000,000

Local Revenue G eneration:
None

Donlin C reek

Currently located in the Unorganized  B orough T
Valuation: ^  ? , c f

Unknown #  \ s?v ( '
'

Local Revenue G eneration:
None

Nixon Fort

Currently located in the Unorganized  Borough 
Valuation:

Unknow n

Local Revenue G eneration:
None

Illinois C reek

Currently located in the Unorganized Borough 
Valuation:

Unknown

Local Revenue G eneration:
N one



Sec. 14.17.410. Public school funding.

(b) Public school funding consists o f  state aid. a required local contribution, and eligible 
federal impact aid determ ined as follows:

(2) the required local contribution o f  a city or borough school district is the eq u iv a le n t  o f  
a  fo u r  mill tax  levy on the full and true value of the taxable real and personal property in the 
district as of January  I o f  the second preceding fiscal year, as determ ined by the Department o f  
Com m erce, Com m unity , and Econom ic Developm ent under AS 14.17.510 and AS 29.45.110, 
not to exceed 45 percent o f  a district's basic need for the preceding fiscal year as determined 
under ( I ) o f  this subsection, (emphasis added)

Sec. 43.82.400. Preliminary findings and determination regarding the contract.

Statute text
(a) If the com m issioner develops :■ proposed contract under AS 43 .82 .200  - 43.82.270, the 
com m iss ioner shall
(1) make preliminary findings and a determination that the proposed contract terms are in the 
long-term fiscal interests o f  the slate and further (he purposes o f  this chapter; and
(2) prepare a proposed contract that includes those terms and shall subm it the contract to the 
governor.
(b) T o  make the preliminary findings and determination required by ( a ) ( I ) o f  this section, the 
com m issioner shall com pare the projected public revenue anticipated from the approved 
qualified project with the estimated operating and capital costs o f  the additional state and 
municipal services anticipated to arise fron, the construction and operation of the approved 
qualified project. T h e  com m issioner shall address the reasonably foreseeable effects o f  the 
proposed contract on the public revenue.

Sec. 43.82.410. Notice and  com m ent regarding the contract.

Statute text
The com m issioner shall
< 1) g ive reasonable public notice o f  the preliminary findings and determ inatio  i made under AS 
43.82.400;
(2) m ake copies o f  the proposed contract, the com missioner's  prelim inary  findings and 
determination, and. to the extent the information is not required to be kept confidential under AS 
43.82.310. the supporting financial, technical, and market data, including the work papers, 
analyses, and recom m endations o f  any independent contractors used under AS 43.82.240 
available to the public and to
(A) the presiding officer o f  each house of the legislature;
(B) the chairs o f  the finance and resources com m ittees of the legislature; and 
<C) the chairs o f  the special com m ittees on oil and gas, if any. of the legislature;
(3) o t te r  to appear before the Legislative Budget and Audit Com m ittee to provide the committee 
a iev tew of the com m issioner's preliminary findings and determination, the proposed contract, 
and the supporting financial, technical, and market data; if the Legislative Budget and Audi'



C om m ittee  accepts the com m issioner 's  offer, the com m ittee shall give notice o f  the committee's 
m eeting  to the public and all m em bers o f  the legislature; if  the financial, technical, and market 
data  that is to be provided m ust be kept confidential under AS 43.82.310, the com m issioner may 
not release the confidential information during a public portion o f  a com m ittee meeting; and
(4) establish a period o f  at least 30 days for the public and members o f  the legislature to 
com m en t on the proposed contract and the preliminary findings and determ ination m ade under 
AS 43.82.400.
History
(§ 3 ch 104 SLA  1998)

Sec. 43.82.420. Coordination  o f  public and legislative review.

Statute text
T o  the extent practicable, the com m issioner shall coordinate the public com m ent opportunity 
provided under AS 43.82.410(4) with a review by the Legislative Budget and Audit Comm ittee 
under A S 43.82.410(3).
History
(§ 3 ch 104 SLA  1998)

Sec. 43.82.430. Final findings, determination, and proposed am endm ents; execution of the 
contract.

Statute text
(a) W ithin 30 days a lter the close o f  the public com m ent period under AS 43.82.410(4), the 
com m iss ioner o f  revenue shall
(1) prepare a sum m ary  o f  the public com m ents  received in response to tl... proposed contract and 
the prelim inary findings and determ ination;
(2) after consultation with the com m issioner o f  natural resources, if  appropriate, and itli the 
pertinent municipal advisory group  established under AS 43.82.510, prepare a list o f  proposed 
am endm ents, if any, to the proposed contract that the com m iss ioner o f  revenue determines are 
necessary to respond to public com m ents;
(3) m ake final findings and a determ ination as to whether the proposed contract and any 
proposed am endm ents  prepared under (2) o f  this subsection meet the requirem ents and purposes 
o f  this chapter.
(b) After considering  the material described in (a) of this section and securing the agreement o f  
the o ther parties to the proposed contract regarding any proposed am endm ents  prepared under (a) 
o f  this section, if the com m iss ioner determ ines that the contract is in the long-term fiscal interests 
o f  the stale, the com m iss ioner shall submit the contract to the governor.
(e) T h e  com m issioner 's  final findings and determination under (a) o f  this section arc final 
agency  decisions under this chapter.
History
(S 3 ch 104 S L A  1998)



See. 43.82.435. Legislative authorization.

Statute text
T h e  governor m ay transmit a contract developed under this chapter to the legislature together 
with a request Cor authorization to execute the contract. A  contract developed under this chapter 
is not binding upon o r enforceable against the stale or o ther parties to the contract unless the 
governor is authorized to execute the contract by law. T h e  state and the o ther parties to the 
contract m ay execute the contract within 60 days after the effective dale o f  the law authorizing 
the contract.
History
(§ 3 ch 104 SLA 1998)

See. 43.82.440. Judicial review.

Statute text
A person m ay not bring an action challenging the constitutionality o f  a law authorizing a contract 
enacted under AS 43.82.435 or the enforceability o f  a contract executed under a law authorizing 
a contract enacted under AS 43.82.435 unless the action is com m enced  within 120 days after the 
date  that the contra ct was executed  by the state and the o ther parties to the contract.
History
(§ 3 ch 104 SLA 1998)

Sec. 43.56.0 '0. State Assessm ent Review Board.

Statute text
T h e  State Assessm ent Review  Board is created within the department. T h e  board consists o f  live 
persons appointed  by the governor to serve at the pleasure o f the governor, each o f  whom  must 
be knowledgeable o f  assessment procedures. Each board m em ber is subject to confirmation by a 
majority o f  the m embers o f  the legislature in jo in t session.
History
(§ 1 ch I FSSLA  1973)
Annotations

Administrative Code. - For oil and gas exploration, production nnd p ipeline transportation 
property tax, see 15 A A C  56.

Sec. 14.17.300. Public school account.

Statute text
(a) T he  public school account is established. The account consists o f  appropriations for 
distribution to school districts, the state boarding school, and for centralized correspondence 
study under this chapter.
(b) The m oney in the account m ay be used only in aid o f public schools, including com m unity  
school programs, and  for centralized correspondence study program s under this chapter.
History
(§ 2 ch 83 SLA 1998)
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Jim Pound

F ro m : Matt D avidson [m a tt@ akv o ice .o rg ]

S e n t :  Monday, May 02, 200 5  9 :44  AM

T o: Jim P ound ; Henry W eb b
S u b j e c t :  HB 2 8 0  FDNM: Mining legislation irks D eltana group

For Committee packet on HB 280- 

Mining legislation irks Deltana qroup

T h u rs d a y , A p r i l 2 1 , 2 0 0 5 - Less than a week a fte r a bill advocating a tax on m ines outs ide o f 
A laska 's organized boroughs was in troduced, the Deltana Borough Charte r Comm ission voiced strong 
oppos ition to the leg is la tion .

In a s tro ng ly worded le tte r to bill sponsor Sen. Gene The rriau lt, R -North Pole, the vo lun tee r group 
d ra ftin g a cha rte r to subm it to the Local Boundary Comm ission said Senate Bill 179 would "have a 
high ly des tru c tive e ffec t on the fo rm a tion o f new boroughs."

The bill calls fo r the sta te to co llec t a tax from m ining companies in unorgan ized areas at a rate equal 
to w ha t organized boroughs m ust con tribu te in local education fund ing . Tha t am oun t cu rren tly stands 
at 4 m ills .

The Deltana group opposes the leg is la tion because it would place a lim it on the am oun t o f money the 
proposed borough could raise by tax ing Pogo Mine, which would fall w ith in its boundaries.

"(The b ill) d ras tica lly lim it(s ) the tax ing au tho rity o f a local gove rnm en t to 4 o r 6 m ills on m ining 
p ro pe rty ," said Mike Schultz, cha ir o f the Deltana Borough Charte r Comm ission , in a le tte r to the 
senato r.

"L inder th is leg is la tion , m ining taxes would be h igher in the ex is ting Fairbanks North S ta r Borough than 
m the new Deltana Borough. This is cons titu tiona lly im perm iss ib le and w ill lead to litiga tion cha lleng ing 
th is leg is la tion ."

A fte r w o rk ing more than a year on the d ra ft cha rte r, the Deltana group vo ted on April 6 to fund its 
proposed borough by imposing a 2 percent severance tax on the am oun t o f aold removed from Pogo 
Mine.

Passage of the severance tax appears n  have been a stra teg ic m aneuver on the part o f the group as it 
has been nego tia ting w ith Pogo represen ta tives since early th is year fo r a paym en t in lieu o f taxes 
a rrangem en t in the even t a borough is created.

However, the parties have ye t to come to an agreement on a PILT do lla r figu re .

Karl H am em an , Alaska regional d ire c to r fo r Teck-Pogo Inc. refused to comm en t on the severance tax 
at tha t m ee ting . Less than tw o weeks la te r, Senate Bill 179 was in troduced.

Delta L ib ra ry Board holds fund -ra ise r

5/2/2005

mailto:matt@akvoice.org
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The Delta Lib ra ry Board is hosting its annua l Open House and Baskets o f Books S ilen t Auction on 
Sa tu rday from  10 a.m . until 4 p.m . The even t is the board 's la rgest fund -ra ise r o f the yea r and the 
group 's goal is to surpass the $5 ,000 mark w ith its e ffo rts , said lib ra rian Joyce McCombs.

The auction fea tu res mere than 100 "Baskets o f Books" filled w ith item s from nearly eve ry business in 
Delta Junction , McCombs said. The Forget Me Knot Quilters Guild, fo r example has donated two 
baskets o f qu ilt squares in the Jacob's Ladder pa tte rn , she exp la ined . The baskets also hold books on 
qu ilting and sew ing supplies needed to comple te the qu ilts .

In add ition , severa l Fairbanks vendors have comp lem en ted the local donations. This yea r the Alaska 
Railroad has donated two ro und -tr ip ticke ts from Fairbanks to Anchorage, valued a t $400, McCombs 
said, and Chena Hot Springs is o ffe ring passes to soak in th e ir m inera l w a te r .

"We hope people w ill come early and bid o fte n ," she added.

The proceeds from the even t are used to purchase item s not covered by the money the lib ra ry gets 
from the c ity . Past purchases have included encyclopedias, an ou tdoo r book drop and books to give to 
each child pa rtic ipa ting in the lib ra ry 's summ er reading prog ram . W ith the move to a new facility 
ea rlie r th is yea r, the board is hoping to spend the money raised at th is even t on landscaping at the 
new s tru c tu re .

Theme selected fo r Deltana Fair

"Farm ing in the Friend ly F ron tie r" is the them e fo r the 2005 Deltana Fair. The w inn ing theme and logo 
design were subm itte d by long tim e Delta res iden t Ann Geise, who lias created a num ber of w inning 
Deltana Fair logos ove r the last 25 years.

This yea r's logo is loosely based on the pa in ting "American Goth ic" by G rant Wood show ing a cow and 
bull moose w ith a p itch fo rk ra th e r than the fa rm ers as in the pain ting .

The com pe titio n fo r the w inn ing design was fie rce as 14 en trie s were received. The o the r designs were 
re ta ined by the Deltana Fair Associa tion fo r possible fu tu re use.

Geise received $100 and a T -sh irt w ith her w inn ing design emblazoned upon it.

The 2005 Deltana Fair is scheduled fo r Aug. 19-21.

Jane t Boyer's co lum n about Delta Junction happenings appears weekly in the News-M iner.
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The Kuskokwim Corporation

Senator Gene Therriault April 25, 2005
State Capitol 
Juneau, Alaska 
99801-1182

RE: SB179

Dear Senator Therriault:

The Kuskokwim Corporation was formed in 1977 when ten Alaska Native Claims 
Settlement Act village corporations located along the middle region of the Kuskokwim 
River merged. These 10 villages are: Upper Kalskag, Lower Kalskag, Aniak, 
Chauthbaluk, Napaimiute, Crooked Creek, Georgetown, Red Devil, Sleetmute and Stony 
River.

Economic development in our region to date has been minimal. Our area suffers from a 
lack of jobs and high unemployment, with too many people having incomes in the 
poverty range. The Kuskokwim Corporation (TKC) supports economic development for 
our area and we want to encourage environmentally responsible mining in our area and 
throughout Alaska to benefit rural residents. Mining can provide needed jobs to our 
area and is a welcomed activity so long as our current and future subsistence needs are 
not adversely impacted. Your bill seeks to encourage this needed economic 
development by providing predictability regarding taxation on large mines. We 
understand this predictability would assure mine planners about a mine's feasibility and 
assist major mining companies when they seek financing for their projects.

TKC supports your efforts and this bill, SB179, so long as it does not discourage future 
local governments and potential borough formation, allowing local control to address 
the social and infrastructure requirements necessitated by the impacts of regional 
development.

TKC appreciates your efforts on behalf o f Alaska's rural residents. Please don't hesitate 
to call us concerning our perspective and views on this and future legislation that may 
impact the middle Kuskokwim River region.

Sincerely,

Maver Carey, CEO
The Kuskokwim Corporation

CC: Stan Foo, Placer Dome Mining
James Fueg, Placer Dome Mining 
Paul Fuhs, TKC Lobbyist

4300 B Street, Suite 207 Anchorage, AK 99503 
P.O. Box 104460, Anchorage, AK 99510^460 

(907) 243-2944 Fax (907) 243-2984 Toll Free Within Alaska 1-800-478-2171 
P.O. Box 227, Aniak, AK 99557-0227 
(907) 675-4275 Fax (907) 675-4276

Leo Morgan, Chairman 
The Kuskokwim Corporation

m d u



Tel (907) 586-1325 • Fax (907) 463-5480 • www.akml.org
217 Second Street. Suite 200 - Juneau, Alaska 99801

May 2. 2005

Honorable Representative Jay Ramras 
House Resources,
State Capitol, Room 104 
Juneau, Alaska 99801

Dear Representative Ramras,

This letter is to inform you as to the Alaska Municipal League’s position on 
SB179 and HB280. After listening to testimony last week, it became apparent 
that AM L must weigh in quickly. AM L is opposed to SB179 and HB280.

Senator Therriault made reference to the fact that this bill had been introduced to 
bring ‘‘stability’’ to the mining industry. Yet, he also assured Senator Stedman 
that the six mill cap could be changed by a future legislature, should they deem it 
necessary. That, in itself, seems to undo the stability goal and thus makes the 
bill moot.

The legislature does have the right and/or responsibility to tax the unorganized 
borough. Therefore, a 4 mill property tax paid by a mine in the unorganized 
borough to the state is not something with which we have a problem. But if a 
borough is formed, having that same mine pay only 6 mills for a period of 15 
years, while yet being exempt from all other municipal taxes is a decision that 
should be made by that potential borough. While we understand the mining 
industry’s need to make an agreement with the Legislature with regards to the 
unorganized borough, we do not feel that agreement should carry on if and when 
a borough is organized.

We feel this bill is a disincentive to form boroughs; sets up an unequal taxing 
basis and takes away municipal taxing authority. W e would encourage you to 
stop this bill in committee.

Mike Catsi, Chairman
AML Land Use Legislative Committee

Member ol the National Leagno ol Cities and the National Association of Counties

Sincerely,

http://www.akml.org
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FISCAL NOTE
STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
Title M inera ls  T a x / P a v m e n t s  to Muni.

F isca l  N o te  N u m b e r :  
Bill V e rs ion :
() P ub l ish  D a te :

D ep t .  Affected :  
'R D U

C S H B 2 8 0 ( R E S )

C o m m e r c e
C o m m  A ss is t  & E c  D e v  (405)

C o m p o n e n t  C o m m u n ity  A d v o c a c y
S p o n s o r
R e q u e s t e r

R e s o u r c e s
H o u s e  F in a n c e

E x p e n d i tu re s /R e v e n u e s

C o m p o n e n t  No. 

(Thousands  of Dollars)

2 7 0 3

N o te :  A m o u n ts  d o  n o t  inc lude  inflation u n l e s s  o th e rw is e  n o te d  below.
O P E R A T IN G  E X P E N D IT U R E S FY 2 00 6 FY 2 0 0 7 FY 2 0 0 8 FY 2 0 0 9 FY 2 0 1 0 FY 2011
P e r s o n a l  S e r v i c e s 75.0 75 .0 7 5 .0 7 5 .0 7 5 .0 7 5 .0
Travel 10.0 10.0 10.0 10.0 10.0 10 .0
C o n t ra c tu a l
S u p p l i e s 1.0 1.0 1.0 1.0 1.0 1.0
E q u ip m e n t 5 .0 5 .0 5 .0 5 .0 5 .0 5 .0
L an d  & S t ru c tu re s
G r a n t s  & C la im s
M is c e l l a n e o u s

TO TA L O P E R A T IN G 91 .0 9 1 .0 9 1 .0 9 1 .0 9 1 .0 9 1 .0  |

C A P IT A L  E X P E N D IT U R E S

C H A N G E  IN R E V E N U E S  (

FU N D  S O U R C E ( T h o u s a n d s  of  Dollars)
100 2  F e d e r a l  R e c e ip t s
1 0 0 3  G F  M atch
1 00 4  G F 9 1 ,0 9 1 .0 9 1 .0 9 1 .0 9 1 .0 9 1 .0
100 5  G F /P r o y r a m  R e c e ip t s
1037  G F /M en ta l  H e a l th
O th e r  (Specify Type--Do not abbreviate)

T O T A L 91.0 9 1 .0 9 1 .0 9 1 .0 9 1 .0 9 1 .0

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 5 )  c o s t : 0 .0
M a rk  t h i s  b o x  (X) If f u n d i n g  f o r  t h i s  bill Is i n c l u d e d  in t h e  G o v e r n o r ’s  FY 200G  b u d g e t  p r o p o s a l ;

P O S IT IO N S
Full-t ime 1 1 1 1 1 1
P a r t - t im e
T e m p o r a r y

A N A L Y S IS :  (Attach a  separata papa itnucassary)

This legislation p ropo ses  to establish a statewide property lax for 15 years , nol to e x c e e d  4 nulls, on mining 
property with a  value in e x c e s s  of $10 million and located will • the unorganized borough. If the area  
w here  the mining operation is located incorporates, the mill levy will be  the s a m e  a s  on all o ther similarly 
s itua ted  property.

The bill rem oves the  ability for municipalities to levy a sev e ran ce  tax on minerals, but requires mining 
operations to pay the s a m e  tax es  levied on all other properly ow ners  within the  municipality.

The departm en t will n eed  to hire an appra iser to appra ise  mining property in the unorganized borough
P r e p a r e d  by: Mike B lack, D irec tor
Divis ion C o m m u n i ty  A d v o c a c y

Phone 907 269 4605
Dnto/Timo 5/4/05 12 11 PM

A p p ro v e d  by: E d g a r  BLilchford. C o m m is s io n e r
A g e n c y

Dale 5/4/2005
C o m m o r c o .  C o m m u n ity ,  a n d  E c o n o m ic  D o v o lo p m o n t

ih*. ovdj P a g e  1 of 1



FISCAL NOTE
STATE OF ALASKA
20(15 LEGISLATIVE SESSION

R ev is ion  D a te /T im e  (N ote  if correc t ion) :  
Title

R e s o u r c e sS p o n s o r  
R e q u e s t e r  (H) PIN

E x p e n d i t u r e s / R e v e n u e s

F isca l  N o te  N u m b er:
Bill V e rs ion :  C S H B  2 8 0  (R E S )  Y
() P u b l ish  D a te :  ______________________

M inera ls  T a x / P a y m e n t s  to Munis in Lieu
D ept .  Affected :

; r d u
C o m p o n e n t

R e v e n u e  04
Tax  a n d  T re a s u ry

Tax

C o m p o n e n t  No. 2 4 7 6

(Thousands of Dollars)
N ote:  A m o u n ts  do  not  inc lude  inflation u n l e s s  o th e rw ise  n o ted  below.
O P E R A T IN G  E X P E N D IT U R E S FY 2006 FY 2 00 7 FY 2 0 0 8 FY 2 00 9 FY 2 01 0 FY 2011
P e r s o n a l  S e r v ic e s 15.0 15.0 15.0 15 0 15.0 15.0
Travel 0.0 0 .0 0 .0 0 .0 0 .0 0 0
C o n tra c tu a l 26.1 26.1 26.1 26.1 26.1 26.1
S u p p l i e s 0 .3 0 .3 0 .3 0 .3 0.3 0 .3
E q u ip m e n t 1.1 1.1 1.1 1.1 1.1 1.1
L a n d  & S t ru c tu re s 0.0 0 .0 0 .0 0.0 0 .0 0 0
G r a n t s  & C la im s 0 .0 0 .0 0  0 0 .0 0 .0 0.0
Mis c e l t a n e o u s 0 .0 0 .0 0 .0 0 .0 0.0 0.0

TO T A L  O P E R A T IN G 4 2.5 4 2 .5 4 2 .5 4 2 .5 4 2 .5 42.5

CA PITA L E X P E N D IT U R E S 0.0 0 .0 0.0 0 .0 0.0 0.0

C H A N G E  IN R E V E N U E S  ( _____ )

F U N D  S O U R C E  ( T h o u s a n d s  of Dollars)
1U02 F e d e ra l  R e c e ip t s
1 00 3  G F  M a tc h
1 004 G F
1 00 5  G F /P ro g ro m  R e c e ip t s  
1 037  GF, 'M ental  Health
O th e r  (Specify Tyjie-Do nut abbreviate)

4 2 .5 4 2 .5 4 2 .5 4 2 .5 4 2 .5 4 2  5

TOTA L 4 2 .5 4 2 .5 4 2 .5 4 2 .5 4 2 .5 42.5

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  (F Y 2 00 5)  c o s t :  0 0
C t i e c k  t h i s  b o x  (X) if f u n d i n g  foi t h i s  bill is i n c l u d e d  in t h e  G o v e r n o r ' s  FY 200C b u d g e t  p r o p o s a l :   J

P O S IT IO N S
Full-time ■* •* H 1 4 14 1 4 1.4
P ar t - t im e
T e m p o ra ry

A N A LY SIS: (Attach ;< s i , .  r.v< ,-/run-Aiary)
This bill levies a tax rate equivalent to the mill rate 'required  to m eet the local contribution [to schools] 
required of that municipality" on the full and  true value of mining real and tangible personal property on 
land in the unorganized borough a s  of January 1. 2005. In general this is 4 mills or .4 percent. One 
exception is that the 4 mill levy on the taxable value cannot exceed  45% of the district's basic need. The 
tax rate d o es  not go into effect until after production com m ences  at the mine. We did not include an 
estim ate  for revenue b e c a u s e  we cannot foresee if municipalities will tie formed within the unorganized 
borough or if p lanned mines will actually m a’erialitte. This bill also precludes municipal' ' .-s from imposing 
sev eran ce  taxes on minerals produced or extracted in the* municipality other than a tax imposed before- 
January  1, 2005. We are  requesting a T'4 of a  ta.- technician to a d d re s s  our responsibilities under the hill 
and  $25,000 for inc reases  in cos ts  associa ted  with t ro  S la te  A sses sm en t  Review Board

P r e p a r e d  by: R a n d y  H offbeck  & Fried____________________________________________ P h o n e  4 6 5 - 3 0 5 2
Divis ion T ax  Divis ion Datw/TimO 5W ;00 ?  2 0  AM

A p p ro v e d  by T o m  Boutin,  D e p u ty  C c rn m iss iu n u r_______________________________  D.ite 6/4 2 0 0 5
A g e n c y  R e v e n u e ___________________________________________________________

V •) . v.* GVl?



ALASKA STATE LEGISLATURE 
HOUSE RESOURCES COMMITTEE

Representative Jay Ramras Representative Ralph Samuels
Co-Chairman Co-Chairman

(907) -165-3004 (907) 465-2095
F ax :(907)465-2833 f  l Fax: (907)465-3810

Representative Jay_Ram ras@ lcgis.sUle.alc. us
1 ! § § p M m U

Rcprcsenlalive_Ralph_Samuels@ legis.slutcakus

119 N. Cushman St., Suite 213 716 \V. 4th Avenue
Fairbanks, AK 99701 Anchorage. AK 99501

State Capitol, Juneau, Alaska 99801-1182

Sponsor Statement 
HB 280

“An Act relating to the taxation of mining property; relating to contracts approved 
by municipalities for payments in lieu of taxes; and providing for an  effective da te .”

H B  280 is interestingly enough a bill requested o f  this body by the industry. U nder its 
language, mines operating in the state would be taxed by die state on the true and real 
value o f  real and tangible property.

Precious metal exploration has continued in the state and several o f  the locations being 
developed are not located in organized boroughs. W ithout the language of MB 280 
developm ent com panies are operating with an uncertain and potentially unstable set o f  
rules for taxation. Using AS 14.17.410 (b) (2) as a tax base, m ines in unorganized 
boroughs would be assessed a four-mill levy. Boroughs o rganizing  after this year would 
be able to add two-mills to that tax rate with all o f  the funds being paid to the new 
borough.

Language in the bill also creates a special mining property tax account and allows the 
legislature to appropriate that m oney into the public education fund. Essentially  this is an 
offer by the mining industry to assure funding for A lask a’s Education System.

MB 280 is limited to large producers only. Mines producing less than $10,000.000  are 
exem pt from the tax formula. This keeps what is left o f  our o nce  profitable m om  and pop 
m ines in operation.

In a world market, stability both politically and financially are critical to success fo r  these 
com panies  that invest millions o f  dollars just searching for p recious metals. Creating  a 
stable tax base for an industry that creates hundreds o f  jo bs  in Alaskan com m unities  
m akes sound fiscal sense. It also gives unorganized areas o f  the slate a c lear 
understanding o f  the income they w ill receive from a mine, once they becom e a borough 
and can receive the tax benefit.

mailto:Jay_Ramras@lcgis.sUle.alc


ALASKA STATE LEGISLATURE 
HOUSE RESOURCES COMMITTEE

Representative Jay Ramras 
Co-Chairman 

(907)465-3004 
F ax :(9 0 7 )465-28j 3 

Rcprescnialivc_Jay_Ramras@lcgis.statc.ak.us

119 N. Cushman St.. Suite 213 
Fairbanks, AK 99701

State Capitol, Juneau, A laska 9 9 S 0 1 -IIS 2

CSIIB 280(RES) 
Sectional

Representative Ralph Samuels 
Co-Chairman 

(907) 465-2095 
Fax: (907)465-3810 

Repicscntativc_Ralph_Samucls@legis.slalc.ak.us

716 W. 4th Avenue 
Anchorage. AK 99501

S ection  2
Creates a property tax program for local m unicipalities e ither current o r  future should  they 
incorporate a m ine into their borough for the purposes o f  local taxiation.

Sec tio n  3
Restricts a local m unicipality  from im posing a severance tax on produced  m inerals unless it is 
impos cl p rior to January  6, 2005

S ec tio n  4
Establishes a state property  tax on m ines not located in an  organized borough with a levy o f  four 
mills. M aintains the mill levy in existing boroughs at the same rale as is levied against o ther real 
and  tangible personal property. There is also language rcgaid ing  paym ents in lieu o f  taxes and 
how a  contract may be negotiated.

.020 Clarifies a term 15 years for which only property taxes may be im posed  on mines within a 
newly established borough o r an existing borough that annexes the mine.

.030- .150 Directs the state assessor to assess the m in e ’s property  with details  on what must be 
subm itted  when. Language also includes the investigation process and authority, notice 
requirements, objection process to the assessm ent including appeal. It allows for an assessment 
to he resubm itted following an appeal. The language in section 120 also includes collection and 
deposit and w here  the funds will go and a recom m endation  as to how the funds should be 
allocated. Further language in the reference paragraphs establishes penalties, remedies and 
regulation authority.

. 160 Establishes facilities that arc available for public use are exem pt as is property  used in 
production or transportation o f  m inerals The language also protects small m iners from taxes.

.170 Definitions

S ec tion  5

A llows the Department to begin prom ulgating  regulations pending the effective date o f  the bill.

mailto:Rcprescnialivc_Jay_Ramras@lcgis.statc.ak.us
mailto:Repicscntativc_Ralph_Samucls@legis.slalc.ak.us


AMENDMENT j
OFFERED IN THE HOUSE BY REPRESENTATIVE
TO: CS HB 280 (RES)

1 Page 4, line 2

2 Insert new subsection (c)

3 (c) Property tax imposed by a municipality under AS 29.45 is in place o f the

4 tax levied under AS 4 3 .67 .0 JO. In the case of a municipality incorporated after

5 January 1, 2005, the transition provisions o f  AS 29.05.140 govern the transition from

6 assessment by the department to assessment by the municipality.

7 Re letter the rem aining subsection accordingly

8
9 Page 5, line 20

10 Following “after”

11 Delete “an assessm ent”

12 Insert “a determ ination”

13

14 Page 6, line 26

15 Insert new (2)

16 (2) "departm ent" m eans the Department o f  Revenue or the Department of

17 C om m erce, Comm unity, and Econom ic Development;

18 Re nu m b er  the rem aining pa rag raph s  accordingly
19

20 Page 7, line 6

21 Following ‘T h e  Department o f  Revenue”

22 Insert "and  the Department o f  Com m erce, Comm unity , and Economic D evelopm ent"

23



AMENDMENT ^
& 5

OFFERED IN THE BY REPRESENTATIVE HOLM
HOUSE FINANCE COMMITTEE

TO: CSHB280(RES)

Page 2, Lines 18-19

DELETE [other than a tax imposed before January 1, 2006J
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Favor

X
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STOLTZE i /
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CROFT
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