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DATE: 4/19/05 FURTHER:

DATE TURNED 
IN TO OFFICE:

Finance Committee considered SENATE DiLL NO. 156

SB 156 LAYOFF/NONRETENTION OF TEACHERS 

"An Act relating to notification to teachers of layoff or nonretention."

and recommends:

] be replaced with_______  CS ____________________________  (________  )

] adopt previous_________ CS ____________________________  (__________ )

] attached amendment(s)

] adopt Letter of Intent by ____________________________  Committee

] further referral t o ______________________________ Committee

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

S E N A T E  FIN A N C E  COM M ITTEE R E P U r f f

Department Date Fiscal Ind. Zero FN#

6 k t v >

Department Date Fiscal Ind. Zero FN#

[ ] APPROPRIATION * no fisca l note

CS Senate Bill:
[ ] Same Title 
[ ] New Title

SCS House Bill:
[ ] Same Title 
[ ] Technical Title 

Change 
[ ] New Title w/ 

SCR # _____

R E P O R T E D  O U T

MAY 1 2005

SENATE FINANCE 
 COMMITEE

t y w



R E P O R T E D  O U T

F I S C A L  N O T E

STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title An Act relating to notification to

_Fiscal Note Number; 1
Bill Version: SB 156
(S) Publish Date. 4/19/05

MAY 1 2005

SENATE FINANCE 
COMMITEE

Dept. Affected: EED
'RDU Teaching & Learning Support

teachers of layoff or nonretention Component Student & School Achievement
Sponsor
Requester

Sen. Ben S tevens

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2796

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) 7

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1P37 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 n.o 0.0

Estim ate of any cu rren t y ea r (FY2005) cost: 0 0
Mark this box (X) if funding for this bill is included in the G overnor's FY 2006 budget p roposal: 

POSIYiDNS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

The department has identified no costs related to this bill.

Prepared by: Barbara Thompson, Director Phone 465-8727
Division Teaching & Learning Support Date/Time ~M 14/05 8 29 AM

Approved b y . ___________________________  Date 04/18/2005
Agency
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S e n a t o r  B e n  S t e v e n s
Senate President

S p o n s o r  S t a t e m e n t

S e n a t e  B i l l  1 5 6  -  A n  A c t  r e l a t i n g  t o  n o t i f i c a t i o n  t o  t e a c h e r s  o f  

l a y o f f  o r  n o n - r e t e n t i o nC urrent A laska law requires school districts to notify tenured teachers of non-retention for the following school year by M arch 16 and non-Lenured teachers on or before the last day of the school term.S B  156 would am end A S 14.20.140 to align non-retention notification for tenured teachers with non-tenured teachers.The majority of school districts do not know the total funds available to retain teachers on March 16. By providing a deadline of the end of the school term, districts will know the funds available and avoid the instability created by current statute.This change will provide more stability for school districts and teachers alike.Your support is greatly appreciated.

Senator I ten Stevens 
Stale Capitol 

Juneau , Alaska 09801 
907-465-4903 

(•'ax: 907-465-3872



S e n a t o r  B e n  S t e v e n s
Senate President

Sec. 14.20.140 Notification of lay off or nonretention.

(a) If a teacher who has acquired tenure rights is to be laid off under AS

14.20.177 or is not to be retained for the following school year, the employer 

shall notify the teacher of the layoff or nonretention by writing, delivered before 

March 16, or by registered mail postmarked before March 16.

(b) If a teacher who has not acquired tenure rights is to be laid off under AS

14.20.177 or is not to be retained for the following school year the employer shall 

notify the teacher of the layoff or nonretention by writing delivered on or before 

the last day of the school term or by registered mail postmarked on or before the 

last day of the school term.

(c) Notwithstanding a teacher's right to continued employment under AS 

39.20.500 - 39.20.550, a school district may notify a teacher of layoff or 

nonretention under this section for the following school year for a permissible 

reason.

Senator Her. Stevens 
State Capitol 

Juneau , Alaska 99801 
907-465-4993 

Fax: 907-165-3872



SE N A T E  COM M ITTEE R E P O R  i
F irst C o m m it te e  o f  R eferra l

DATE: 3/29/05 

Date of 5-Day Notice:

FURTHER: (  F inance

03 DATE TURNED .
IN TO OFFICE: j A t o f f(in accordance with Uniform Rule 23)

Health, Education and Social Services Committee considered SENATE BILL NO. 156

SB 156 LAYOFF/NONRETENTION OF TEACHERS 

"An Act relating to notification to teachers of layoff or nonretention."

and recommends:

[ ] be replaced with 

[ ] adopt previous _

CS

CS

[ ] attached amendment(s)

[ ] adopt Letter of Intent by 

[ ] further referral to _____

NEW FISCAL NOTE(S):

Department Date Fiscal Indet. Zero FN#

z e b * I

[ ] APPROPRIATION - no fiscal nolo

Committee

Committee

CS Senate Bill:
[ ] Same Title 
[ j New Title

SCS House Bill:
[ ] Same Title 
[ ] Technical Title 

Change 
[ ] New Title w/ 

SCR# ___

PREVIOUS FISCAL NOTE(S):







IO USE  C O M M IT T E E  REPO.7
(ii)
Date Referred to Committee: January 11, 2006 FURTHER REFERRALS:

Date of Committee Action: */1 If'10 (s..

The FINANCE Committee considered: CSS It 157(F1N)

CS FOR SENATE BILL NO. 157(FIN) REG. COST CHARGES: UTILITIES/PIPELINES

"An Act relating lo the maximum annual regulatory cost charge collected from certain regulated public utilities 
and pipeline carriers and to public utility liability associated with operating certain trails :ssion lines under a 
Regulatory Commission of Alaska order for joint use and interconnection; and providing »r an effective dale."

Recommends it be replaced with [ / ]  IICS or [ 1 CS for C S S g  , P/A )
For Senate Bills with new title: [ J Technical Title [ ]  New Title: H C R [* \ Same Title [ ] New Title

[ ] attach amendments
[ ] add new referral t o ______________Committee
[ ] Letter of Intent____________ Committee

Ust o f  
Abl> rev 
for
Dept s.:
ADM
CED
COK
CRT
EED
DEC
dec;
GOV
1ISS
I.WF
LAW
LEG
MVA
DNR
DPS
REV
DOT
UA

N E W  F IS C A L  N O T E S
‘ Assigned bv C h ie f C lerk's O ffice

L is t by Depths): | *F N #  | Fiscal | Indet. Zero

f t *  \r\C fT ) /

PREVIO U S  F ISC A L  N O T ES
List by Deptts): | FN# Fiscal | Indet. t Zero

NR AMSigning with recom m endations Printed Last Name

/ / g s c s ________ t L
F o sleJZ . X



F I S C A L  N O T E

Revision Date/Time (Note if correction):_________________Dept. Affected;________ Commerce________
Title Re't. Cosl Charges: Utilities/Pipelines__________ RDU Regulatory Commission of Alaska
______________________________________________________ Component Regulatory Commission ol Alaska
Sponsor Rules by Request of the Governor ____________________________
Requester House Finance Commitlee___________________ Component No. 2417

Expenditures/Revenues____________________________ (Thousands of Dollars)_________________

STATE OF ALASKA Fiscal Note Number: ______________
2006 LEGISLATIVE SESSION Bill Version; HCSCSSB157 ( )

() Publish Dale: _________________

Nole: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services
Travel
Contractual 1,500.0
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 1,500.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES |

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Malch
1004 GF
1005 GF/Prograrn Receipts
1037 GF/Mental Health
1141 RCA Receipts 1,500.0

TOTAL 1,500.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2006) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS
Full-lime
Part-time
Temporary

ANALYSIS: (Attach a separata pugo i l  necessary)
The committee subsi'tute provides for a one year increase in the Regulator} Cost Charge (RCC) revenues 
to fund the purchase and implementation of data systems that will allow each of the 198 utilities, 21 
pipeline companies, 100 power cosl equalization (PCE) participants, and provisionally certificated water 
utilities in Alaska to access a password-secured, web-based portal through which all of Iheir RCA business 
(tarrifs, cost of power, rate cases, PCE filings, annual filings, and docket filings) could be transacted 
electronically. The projected increase in the RCC will increase utility costs for consumers by approximately 
S1.00 (one dollar) per year, per regulated service, (or the one year. The estimate of additional RCC 
revenues is based on actual 2005 RCA RCC revenues.

Prepared by: Hou^o Finance Committee  Phono 465-4945_______
Division   Dale/Time 03/16/05 2:06 p.m.
Approved by: Representative Moyer___________________________________ Date________________

Representative Chenault_________________

Page 1 of



F I S C A L  N O T E

STA TE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Dale/Time (Note if correction):________
Title Reg. Cost Charges: Utilities/Pipelines

Expenditures/Revenues

Sponsor Rules by Request ol Ihe Governor
Requester House Finance Committee________

Fiscal Note Number:

Bill Version:
() Publish Date:

Dept. A ffected^______________________________
’ RDU Regulatory Commission ol Alaska
Component Regulatory Commission of Alaska

Commerce

Component No. 

(T housands  o f D o lla rs)

2417

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

1,500.0

TOTAL OPERATING 1,500.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE______________ /   '_______________ (Thousands of Dollars)
1002 Federal Receipts
1003  GF Match ‘
1004 GF y / v
1005 GF/Program Receipja' ” »; ; 
1037 GF/Monlal H e a lt jr ' «
1102 Aidea Receipts

f '

1,500.0
TOTAL 1.500.0 0.0 0.0 0.0 0.0 0.0

E stim ate  o f any cu rren t year (FY2006) cos t: 0.0
M ark th is  box (X) if fund ing  fo r th is  b ill is in c luded  in the G overnor's  FY 2006 budge t p roposa l: 

POSITIONS

Prepared by: House Finance Committee___________________________________ Phone 465-4945
Division __________________________________________ Dale/Time 03/15/06 7:13 p.m.

Approved by: Representative Moyer_______________________________________ D ate__________________
Representative Chenault
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COMMERCE
C O M M U N I T Y  AND 
ECONOMIC DEVELOPMENT

D E P A R T M E N T  OF

March 13, 2006

The Honorable Kevin Meyer 
House of Representatives 
Alaska State Capitol, Room 515 
Juneau, Alaska 99801-1182

Dear Representative Meyer:

On March 31, 2005, Senate Bill 157 was introduced by the Senate Rules committee on 
behalf of the Governor. The bill was heard in and passed from both the Senate Labor & 
Commerce committee and the Senate Finance committee, and passed from the Senate  
to the House. On January 11, 2006, SB 157 was referred to House Finance.

SB 157 provides for an increase in RCC revenues to fund the purchase and 
implementation of data systems that will allow each of the 129 regulated utilities and 21 
regulated pipeline companies access  to a secure web-based RCA portal through which 
all of their day-to-day regulated business transactions (tariffs, cost of power, rate cases,  
PCE filings, annual filings and docket filings) could be performed electronically.

Tiie project was evaluated by a utility user committee, presented at a public hearing and 
public meetings by the RCA. All testimony by utilities and pipeline companies indicated 
strong support for the effort as a cost reduction measure for the regulated entity. SB 
157 will increase utility costs for consumers by approximately $1.00 (one dollar) per 
year, per regulated service.

The Senate version of the bill is supported by the Administration.

I respectively request that you schedule CSSB 157 (FIN) for hearing in House Finance 
and urge favorable action on this bill.

I will be happy to meet with you and other members of the committee to provide anv 
further information you may require. Thank you for considering our request.

Sincerely.

REGULATORY COMMISSION OH ALASKA

Kate Giard 
Chairman

701 W. Hth Street, Suite 300. Anchorage, Alacka 90501*3460 
Telephone: (007) 27G-6222 Fax: (907) 276.0160 Text Telephone (907) <165-5437 

W chute: http.y/wwiv.connncrce.itraic.Rlt V!-/reu/

http://http.y/wwiv.connncrce.itraic.Rlt
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A T & T  A L A S C O M  C O M M E N T S  B E F O R E  T H E  
H O U S E  F IN A N C E  C O M M IT T E E  IN  S U P P O R T  O F  SB 157

Good afternoon, m y name is William Saupe and I am with the Anchorage law 

firm o f  A shbum  & Mason. I have practiced law before the R C A  and .‘.s predecessor, 

the APUC, since 1985. I am here today on behalf of A T& T Alascom, which strongly 

supports SB 157.

A T& T Alascom believes that the proposed S3 million increase in the Regulatory 

Cost Charge is the most reasonable means o f  raising the funds necessary lo upgrade the 

R C A ’s com puter systems. Our understanding is that the additional funds would be 

administered by a  users’ committee, made up o f  a broad spectrum o f  utility industry and 

public interest representatives, whose job will be to acquire and implement new and 

substantially improved computer systems that will allow for (1) electronic submission 

o f  all filings m ade at the Commission, (2) improved internal tracking o f  open dockets, 

and (3) creation o f  a searchable data base o f  all documents on file at the Commission.

From  A T& T A lascom ’s perspective, these would all be major improvements that 

would greatly improve the agency’s efficiency and enhance the consistency and quality 

o f  its orders. Just as important, it would save utilities substantial amounts of time, effort 

and money, by making Filing and research easier and less time consuming.

A T& T Alascom would like to see this project undertaken as soon as possible and 

all at the sam e time, if  possible. 11 is concerned that if it is broken down into pieces or 

implemented in stages, there is a risk that m om entum  will be lost and perhaps even a 

risk that the various upgrades will not he properly coordinated.

For these reasons, A T& T Alascom urges you to pass SB 157 and to insure that 

the RCC increase is sufficient to fund the entire project that the user committee has 

developed.

Thank you.

March 10,2006 P . i£ e  I o f  1
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WORK DRAFT WORK DRAFT WORK DRAFT

H O U S E  C S  F O R  C S  F O R  S E N A T E  B I L L  N O .  157( ) 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TW ENTY-FOURTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsors): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A B I L L  

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

'A n  A c t  r e la t in g  to  th e  m a x i m u m  a n n u a l  r e g u la t o r y  co s t  c h a r g e  co llec ted  f r o m  c e r t a i n  

e g u la te d  p u b l i c  u t i l i t ie s  a n d  p ip e l in e  c a r r i e r s  a n d  to  p u b l i c  u t i l i ty  l iab i l i ty  a s s o c ia te d  

v i th  o p e r a t i n g  c e r t a i n  t r a n s m is s io n  lines  u n d e r  a  R e g u l a t o r y  C o m m is s io n  o f  A l a s k a  

i r d e r  f o r  j o i n t  u se  a n d  i n t e r c o n n e c t io n ;  a n d  p r o v i d i n g  f o r  a n  e f fe c t iv e  d a t e . "

IE  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section 1. AS 42.05.254(a) is amended to read:

(a) A regulated public utility operating in the state shall pay to the commission 

an annual regulatory cost charge in an amount not to exceed the maximum percentage 

of adjusted gross revenue that applies to the utility sector of which the utility is a pari. 

The regulatory cosl charges that the commission expects lo collect from all regulated 

utilities may not exceed the sum of the following percentages of the total adjusted 

gross revenue of all regulated public utilities derived from operations in the state: (1) 

not more than .9 (.7j percent to fund the operations of the commission, and (2) not 

more than .17 percent to fund operations of the public advocacy function under

•I*
Nrw T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]

IICSCSSBI57( )
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AS 42.04.070(c) and AS 44.23.020(e) within the Department of Law. An exempt 

utility shall pay the actual cost of services provided to it by the commission.

* Sec. 2. AS 42.05.254(a) is amended to read:

(a) A regulated public utility operating in the state shall pay to the commission 

an annual regulatory cost charge in an amount not to exceed the maximum percentage 

of adjusted gross revenue that applies lo the utility section of which the utility is a part. 

The regulatory cost charges that the commission expects to collect from all regulated 

utilities may not exceed the sum of the following percentages of the total adjusted 

gross revenue of all regulated public utilities derived from operations in the state: (1) 

not more than J  [.9] percent to fund the operations of the commission, and (2) not 

more than .17 percent to fund operations of the public advocacy function under 

AS 42.04.070(c) and AS 44.23.020(e) within the Department o f  Law. A it exempt 

utility shall pay the actual cost o f  services provided to it by the com m ission.

* Sec. 3. AS 42.05.311 is amended by adding a new subsection to read:

(d) A public utility that is ordered by the commission to provide jo in t use and 

interconnection of a transmission line associated with the continued operation of a 

transmission line owned by the Alaska Energy Authority is not liable for any damages 

to the extent that those damages arc caused by the operation of a transmission line by 

the public utility under a commission order requiring the operation o f  a transmission 

line at a voltage that

(1) exceeds the original design standards of the transmission line; or

(2) violates the applicable standards of the National Electrical Safety

C o d e .

* Sec. 4. AS 42.06.286(a) is amended to read:

(a) A pipeline carrier operating in the state shall pay to the commission an 

annual regulatory cost charge in an amount not to exceed the sum o f  the following 

percentages of gross revenue derived from operations in the state: ( I ) not more than /) 

f.7] percent to fund the operations of the commission, and (2) not more than .17 

percent to fund operations of the public advocacy function under AS 42.04.070(c) and 

AS 44.23.020(e) within the Department of Law. A regulatory cost charge may not be 

assessed on pipeline carrier operations unless the operations are within the jurisdiction

I1CS CSSK 157( ) •2*
How T r x t  U nder 1 i n o d  /DELETED TEXT BRACKETED!
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of the commission.

* Sec. 5. AS 42.06.286(a) is amended to read:

(a) A pipeline carrier operating in the state shall pay to the commission an 

annual regulatory cost charge in an amount not to exceed the sum of the following 

percentages of gross revenue derived from operations in the state: (1) not more than J  

[.9] percent to fund the operations of the commission, and (2) not more than .17 

percent to fund operations of the public advocacy function under AS 42.04.070(c) and 

AS 44.23.020(e) within the Department of Law. A regulatory cost charge may not be 

assessed on pipeline carrier operations unless the operations are within the jurisdiction 

o f  the commission.

* Sec. 6. The uncodificd law o f  the State of Alaska is amended by adding a  new section Lo 

read:

RETROACTIVITY. The provisions o f A S42.05311(d)  enac ted  by  sec. J  o f  tfris A ce  

apply retroactively to any claim based on damages caused by the operation o f  a transmission 

line operated under an order of the commission as described in that subsection that is dated on 

or after December 1, 2004.

* Sec. 7. Sections 1 and 4 of this Act take effect July I, 2006.

* Sec. 4. Sections 2 and 5 of this Act take effect July 1, 2007.

* S ec .  9. Sections 3 and 6 of this Act take effect immediately under AS 01.10.070(c).

•J-
.VohT 7 o \g  u n d e r  1 ir .ed  ( DELETED TEXT liKACKETED]

l i e s  CSSB 157( )







DATE: 4/15/05 FURTHER:

DATE TURNED 
IN

S E N A T E  FIN A N C E  COM M ITTEE R E P O R T

R E P O R T E D  O U T

HAY 6 2005

SENATE FINANCE 
COMMITEE

Finance Committee considered SENATE BILL NO. 157

SB 157 REG. COST CHARGES: UTILITIES/PIPELINES

"An Act relating to the maximum annual regulatory cost charge collected from certain regulated public utilities 
and pipeline carriers; and providing for an effective date."

and recommends: 

Vf^be replaced with 

] adopt previous _

CS \F r [ -

CS __________________

] attached amendment(s)

] adopt Letter of Intent by 

] further referral to ______

Committee

CS Senate Bill:
[ ] Same Title 
[u-f'lCew Title

SCS House Bill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title vv/ 

SCR #_____

NEW FISCAL NOTE(S):

Committee 

PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Ind. Zero FNtf

D C £ £ D l*C D

SIGNATURES AND RECOMMENDATIONS: DO
Pass

Do Not 
Pass

No Rec Amend

< _____________ _
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R E P O R T E D  O U T

F I S C A L  N O T E

STATE OF ALASKA
20(15 LEGISLATIVE SESSION

Revision Date: Corrected 4/7/05 
Title Regulatory Cost Charges:

Fiscal Note Number: 

Bill Version:
(S) Publish Date

Dept Affected: 
'RDU

MAY (j 2005

SENATE FINANCE 
COMMITEE

SB 157
4/15/05

Commerce

Utilities and Pipelines
Sponsor Rules by Request of the Governor
Requester Senate Labor S Commerce_______

R eg u la to r y  C o m m is s io n  of A la s k a  (399) 

Component Regulatory Commission of Alaska

Expenditures/Revenues

Component No. 

(Thousands o f Dollars)

2417

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipment
Land £. Structures
Grants &  Claims
Miscellaneous

1,300 0 1,300 0 1 300 0

TOTAL OPERATING 1,300.0 1,300.0 1,300.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (1141) 1,300.0 1,300.0 1,300.0

FUND SOURCE (Thousands of Doilars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Prograni Receipts 
1037 GF/Mental Health 
1141 RCA Receipts 1.3000 1.300 0 1,300 0

TOTAL 1,300.0 1,300.0 1,300.0 0.0 0.0 0.0

Estimate o f any cu rren t year (FY2005) cost: 0.0
Mark th is box (X) if fund ing  fo r th is  b ill is included in the G overnor's FY 2006 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: iA tta c h  a s e p a r a te  p a n e  it n e c e s s a r y )

This sta tu tory revis ion a llow s fo r a three year increase in the R egula tory Cost C harge (RCC) rate from  007 
to 009 to fund severa l in itia tives that w ill im prove the agency's ab ility  to m itigate regulatory lag. reduce 
utilities' filing costs and increase transparency in agency activ ities. It is an tic ipated that this legislation w ill 
increase u tility  costs by approxim ate ly  6 cents per month or 72 cents per year, per regulated utility service 
If a consum er uses th ree  regulated services, (generally te lephone, gas and electuc) the approximate 
cum ulative im pact w ou ld  be 52.16 per year or 56 48 for the th ree  year period

Prepared by: Kate Giard. Chair Phone 907 276 6222
Division Regulatory Commission of Alaska Date/Time 4/7/05 10 53 AM

Approved by Edgar Blalchford, Commissioner___________________________________ Date 4/7/2005
Agency Commerce, Community, and Economic Development__________
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CS FOR SENATE BILL NO. 157(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FOURTH LEGISLATURE - FIRST SESSION 

BY THE SENATE FINANCE COMMITTEE

Oil'ered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL

FOR AN ACT ENTITLED

"An Act relating to the maximum annual regulatory cost charge collected from certain 

regulated public utilities and pipeline carriers and to public utility liability associated 

with operating certain transmission lines under a Regulatory' Commission of Alaska 

order for joint use and interconnection; and providing for an effective date."

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

* Section 1. AS 42.05.254(a) is amended to read:

(a) A regulated public utility operating in the state shall pay to the commission 

an annual regulatory cost charge in an amount not to exceed the maximum percentage 

o f  adjusted gross revenue that applies to the utility sector o f  which the utility is a part. 

The regulatory cost charges that the commission expects to collect from all regulated 

utilities may not exceed the sum o f  the following percentages o f  the total adjusted 

gross revenue o f  all regulated public utilities derived from operations in the state: (I) 

not more than .9 [.7] percent to fund the operations o f  the commission, and (2) not 

more than .17 percent to fund operations o f  the public advocacy function under

-I- CSSB I57(FIN)
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WORK DRAFT WORK DRAFT 24-GS1138\Y

AS 42.04.070(c) and AS 44.23.020(e) within the Department o f  Law. An exempt 

utility shall pay the actual cost o f  services provided to it by the commission.

* Sec. 2. AS 42.05.254(a) is amended to read:

(a) A regulated public utility operating in the state shall pay to the commission 

an annual regulatory cost charge in an amount not to exceed the maximum percentage 

o f  adjusted gross revenue that applies lo the utility section o f  which the utility' is a part. 

The regulatory cost charges that the commission expects to collect from all regulated 

utilities may not exceed the sum o f  the following percentages o f  the total adjusted 

gross revenue o f  all regulated public utilities derived from operations in the state: (1) 

not more than [.9] percent to fund the operations o f  the commission, and (2) not 

more than .17 percent to fund operations o f  the public advocacy function under 

AS 42.04.070(c) and AS 44.23.020(e) within the Department o f  Law. An exempt 

utility shall pay the actual cost o f  services provided to it by the commission.

* Sec. 3. AS 42.05.311 is amended by adding a new subsection to read:

(d) A public utility that is ordered by the commission to provide joint use and 

interconnection o f  a transmission line associated with the continued operation o f  a 

transmission line owned by the Alaska Energy Authority is not liable for any damages 

to the ex u n t that those damages are caused by the operc.‘ion o f  a transmission line by 

the public utility under a commission order requiring the operation o f  a transmission 

line at a voltage that

(1) exceeds the original design standards o f  the transmission line; or

(2) violates the applicable standards o f  the National Electrical Safety

Code.

* See. 4. AS 42.06.286(a) is amended to read:

(a) A pipeline carrier operating in the state shall pay to the commission an 

annual regulatory cost charge in an amount not lo exceed the sum of  the following 

percentages o f  gross revenue derived from operations in the state: (1) not more than .9 

f.7J percent to fund the operations o f  the commission, and (2) not more than .17 

percent to fund operations o f  the public advocacy function under AS 42.04.070(c) and 

AS 44.23.020(c) within the Department o f  Law'. A regulatory cost charge may not be 

assessed on pipeline c a r r e r  operations unless the operations are within the jurisdiction

CSSII !57(FJN) -2-
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1 o f  the commission.

2 * See. 5. AS 42.06.286(a) is amended to read:

3 (a) A pipeline carrier operating in the state shall pay to the commission an

4 annual regulatory cost charge in an amount not to exceed the sum o f  the following

5 percentages o f  gross revenue derived from operations in the state: (1) not more than J_

6 [.9] percent to fund the operations o f  the commission, and (2) not more than .17

7 percent to fund operations o f  the public advocacy function under AS 42.04.070(c) and

8 AS 44.73.020(e) within the Department o f  Law. A regulatory cost charge may not be

9 assessed on pipeline carrier operations unless the operations are within the jurisdiction

10 o f  the commission.

11 * Sec. 6. The uncodified law o f  the State o f  Alaska is amended by adding a new section to

12 read:

13 RETROACTIVITY. The provisions o f  AS 42.05.311(d) enacted by sec. 3 o f  this Act, j

14 apply retroactively to any claim based on damages caused by the operation o f  a transmission

15 line operated under an order o f  the commission as described in that subsection that is dated on

16 or after December 1, 2004.

17 * Sec. 7. Sections 1 and 4 o f  this Act take effect July 1, 2005. j

18 * Sec. 8. Sections 2 and 5 o f  this Act lake effect July 1, 2008. !

19 * Sec. 9. Section 3 and 6 o f  this Act take effect immediately under AS 01.10.070(c).

WORK DRAFT WORK DRAFT 24-GS1138\Y
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CS FOR SENATE BILL NO. I57(FIN)

IN  THE  LEG ISLATURE OF THE  STATE  OF ALASKA

TWENTY-FOURTH LEG ISLATURE - F IRST  SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL 

FOR AN ACT ENTITLED  

"An Act relating to the maximum annual regulator}' cost charge collected from certain 

regulated public utilities and pipeline carriers and to public utility liability associated 

with operating certain transmission lines under a Regulator}' Commission o f Alaska 

order for joint use and interconnection; and providing for an effective date."

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

* Section I. AS 42.05.254(a) is amended to read:

(a) A regulated public utility operating in the state shall pay to the commission 

an annual regulatory cost charge in an amount not to exceed the maximum percentage 

of adjusted gross revenue that applies to the utility sector o f  which the utility is a part. 

The regulatory cost charges that the commission expects to collect from all regulated 

utilities may not exceed the sum of the following percentages of the total adjusted 

gross revenue o f all regulated public utilities derived from operations in the state: ( I ) 

not more than | .71 percent lo fund the operations o f the commission, and 12) not 

more than .17 percent to fund operations o f the public advocacy function under

- I -
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AS 42.04.070(c) and AS 44.23.020(e) within the Department o f Law. An exempt 

utility shall pay the actual cost of services provided lo it by the commission.

* Sec. 2. AS 42.05.254(a) is amended to read:

(a) A regulated public utility operating in the state shall pay to the commission 

an annual regulatory cost charge in an amount not to exceed the maximum percentage 

of adjusted gross revenue that r.pplies to the utility section of which the utility is a part. 

The regulatory cost charges that the commission expects to collect from all regulated 

utilities may not exceed the sum o f the following percentages o f the total adjusted 

gross revenue o f all regulated public utilities derived from operations in the state: (1) 

not more than [.9J percent to fund the operations of the commission, and (2) not 

more than .17 percent to fund operations o f the public advocacy function under 

AS 42.04.070(c) and AS 44.23.020(c) within the Department o f Law. An exempt 

utility shall pay the actual cost o f services provided to it by the commission.

* See. 3. AS 42.05.311 is amended by adding a new subsection to read:

(d) A public utility is not liable for any damages caused by the operation of a 

transmission line if that transmission line is being operated under an order of the 

commission and Ihe order requires the public utility to

(1) grant joint use and interconnection to provide for the continued 

operation of a transmission line o .vned by the Alaska Energy Authority; and

(2) operate the transmission line at a voltage that is inconsistent with 

either the original design standards o f the transmission line or the applicable standards 

of the National Electrical Safety Code.

* Sec. 4. AS 42.06.286(a) is amended to read:

(a) A pipeline carrier operating in the state shall pay to the commission an 

annual regulatory cost charge in an amount not to exceed the sum of the following 

percentages o f  gross revenue derived from operations in the state: ( I ) not more than 3)

| .71 percent to fund the operations o f the commission, and (2) not more than .17 

percent to fund operations o f the public advocacy function under AS 42.04.070(c) and 

AS 44.23.020(e) within the Department o f Law. A regulatory cost charge may not he 

assessed on pipeline carrier operations unless the operations arc within the jurisdiction 

of the commission.

CSSIt I57CFIN)
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* See. 5. AS 42.06.2S6(a) is amended to read:

(a) A pipeline carrier operating in the state shall pay to the commission an 

annual regulatory cost charge in an amount not to exceed the sum of the following 

percentages o f gross revenue derived from operations in the state: (1) not more than J  

|.9J percent to fund the operations o f the commission, and (2) not more than .17 

percent to fund operations o f the public advocacy function under AS 42.04.070(c) and 

AS 44.23.020(e) within the Department of Law. A regulatory cost charge may not be 

assessed on pipeline carrier operations unless the operations are within the jurisdiction 

o f the commission.

* Sec. 6. The uncodified law of the State o f Alaska is amended by adding a new section to 

read:

RETROACTIVITY. The provisions o f AS 42.05.311(d) enacted by sec. 3 of this Act. 

apply retroactively to any claim based on damages caused by the operation of a transmission

line operated under an order of the commission as described in that subsection that is dated on

or after December 1, 2004.

* Sec. 7. Sections 1 and 4 of this Act take effect July I. 2005.

* Sec. 8. Sections 2 and 5 of this Act take effect July 1. 2008.

* See. 9. Section 3 and 6 o f this Act lake effect immediately under AS 0 1 .10.070(c).

-3-
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Bill Number: —
S p o n s o r i f lS ^ L z  1Elate 
Logged In

A INI E N D M E N T

G > ( i  t t  i \ iOFFERED IN THE SENATE FINANCE BY

COMMITTEE 

TO: SB 157

Page 1, line 2, following "carriers;":

Insert "relating to public utility liability associated with operating certain 

transmission lines under a Regulatory Commission of Alaska order for joint use and 

interconnection;"

Page 2. following line 11:

Insert a new bill section to read:

"* Sec. 3. AS 42.05.311 is amended by adding a new subsection to read:

(d) A public utility ordered to grant joint use and interconnection of a 

transmission line to provide for the continued operation o f a transmission line owned by 

the Alaska Energy Authority is not liable at law or equity for any injury or damage to a 

person or property to the extent that the injury or damage to person or property is caused 

by the operation o f the transmission line, under commission order, if the operation either 

is at a voltage that is inconsistent with the original design standards o f the transmission 

line or constitutes a violation o f the applicable standards o f the National Electrical Safety 

Code for such a transmission line."

Renumber the following bill sections accordingly.

Page 2. following line 29:

Insert new bill sections to read:

I
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2

3

4
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6

7

8
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11
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"* Sec. 6. The uncodified law o f Ihe Stale o f Alaska is amended by adding a new section to 

read:

RETROACTIVITY. The provisions of AS 42.05.311(d), enacted by sec. 3 o f this Act, 

apply retroactively lo any order o f the Regulatory Commission o f Alaska granting joint use and 

interconnection o f a transmission line entered on or after December 1,2004.

* Sec. 7. Sections 3 and 6 o f this Act take effect immediately under AS 01.10.070(c)."

Renumber the following bill sections accordingly.

Page 2, line 30:

Delete "3"

Insert "4"

Page 2, line 31:

Delete "4"

Insert "5"

•>
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April 19. 2005

701 WEST EIGHTH AVENUE SUITE 300 
ANCHORAGE. ALASKA 99501-3469 
PHONE: 1907) 276-6322 
FAX: (907) 276-0160 
TTY: (907)276-4533 
WEBSITE: www.slalo.ak.u&Tca

FRANK H. MURKOWSKI, GOVERNOR

The Honorable Lyda Green, Co-Chair
The Honorable Gary Wilken, Co-Chair AP/? g j fljQcj
S en ate  Finance Committee
Alaska State Legislature
State Capitol. MS 3100
Juneau, Alaska 99801-1182

RE: SB 157 - An Act relating to the maximum annual regulatory cost charge 
collected from certain regulated public utilities and pipeline carriers; and 
providing for an effective date

Dear Co-Chair Green and Co-Chair Wilken:

On March 21, 2005. SB 157 (Companion Bill HB 243) w as introduced by the 
S en ate  House Rules committee on behalf of the Governor and referred to the 
S enate Labor & Com m erce committee The bill has been heard and m oved by 
the Senate Labor & Com m erce committee and is now referred to your 
committee. The purpose of this legislation is to increase the regulatory cost 
charge (RCC) rate from 0.7 percent to 0.9 percent for three years to fund efforts 
to improve the RCA's tim eliness, accountability and regulatory transparency.

In July 2004, the Commission initiated a com prehensive effort to understand and 
respond to concerns about asp ects  of its regulatory operations. Over the past 
several years, the Commission has received com m ent that its decisions took too 
long, that the cost of regulation w as burdensom e and that utilities could not track 
the progress of their c a se s  through the RCA's adjudicatory process. While som e  
of th ese  issu es  naturally exist within the regulatory paradigm, I strongly believe 
the p rocess itself is within our control and w e can improve it.

In the last few months, the Commission significantly reorganized its structure. 
W e visited with CEOs of utilities and pipelines. W e opened our 2005  regulations 
sch ed ule for public and industry comment, a first, I believe. W e also proposed to 
purchase and implement data system s designed to achieve the results sought by 
regulated entities including (1) a system  to track c a se s , staff resources and 
timelines; (2) a system  to receive, store and retrieve data filed with the RCA 
electronically, and (3) a web site allowing citizens and regulated entities to 
electronically track regulatory matters

©



Letter to Co-Chair Green and Co-Chair Wilken 
April 19, 2005 
Page 2 of 2

Last winter, the Commission held public m eetings, taking testimony from 
interested parties as to whether an increase in the RCC should be used to fund 
th ese data system s. An advisory group volunteered to work with us, reviewing 
the overall scop e of the project and budget. Written and oral testimony from 
regulated utilities and pipelines supported both implementing the data system s  
and the RCC funding mechanism.

Regulated entities generally p ass the RCC cost to consum ers. Having concern  
for consum er impact, we calculated that this legislation would increase utility 
costs for consum ers by an average of six (6) cents per month, per regulated 
service. If a consum er u se s  three regulated services, (generally telephone, gas  
and electric) the cumulative impact would be $2.16 per year or $6 .48  for the 
three years this legislation is in effect.

W e respectfully request that you schedule SB 1b7 for hearing in your com m ittee, 
and w e urge favorable action on this bill. Attached is the related fiscal note 
describing impact of the increased RCC. I would be p leased to m eet with you 
and committee members, if you wish, to provide any other information you may 
require.

Thank you for considering this request, which w e believe is both in the best 
interest of and supported by industry.

Sincerely,

REGULATORY COMMISSION OF ALASKA

i ** r

Kate Giard 
Chairman

Attachment: SB 157 Fiscal Note
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►In t h e  F a l l ,  2004 , t h e  RCA h e l d  U t i l i t y  &  P i p e l i n e  M e e t i n g s  w i t h  

REGULATED INDUSTRIES AND THEN CREATED THE 2005 IMPROVEMENT 
i n i t i a t i v e .  S h o w n  b e l o w  i s  t h e  IT p o r t i o n  o f  t h e  i n i t i a t i v e .

C h a l l e n g e s  Id e n t if ie d
P r o p o s e d  R e s p o n s e

P u r c h a s e  & Im p l e m e n t  a  T h ir d -P a r t y  
W e b -B a s e d  C a s e  M a n a g e m e n t  S o l u t io n

P u r c h a s e  & Im p l e m e n t  
S t e l l a n t  C o n t e n t  M a n a g e m e n t  S o f t w a r e  

C o n v e r t  H is t o r ic a l  T IF  f il e s  t o  R e a d a b le  F iles

S c o p e , D e s ig n  a n d  D e v e l o p  an  in t e g r a t e d  w e b  p o r t a l

WHICH ALLOWS UTILITIES TO PERFORM ALL REGULATORY MATTERS 
ELECTRONICALLY AND RATEPAYERS TO ACCESS REGULATIONS 

MATERIALS AND FILE MATTERS ELECTRONICALLY.

J



* R C A  2 0 0 5  I m p r o v e m e n t  I n i t i a t i v e  

S u m m a r y  S t e p s  t o  I m p r o v e m e n t

Id e n t if y  A r e a s  o f  R e g u l a t io n s  w h ic h  n e e d  t o  b e  im p r o v e d ,
REVISED OR INITIATED PROJECTS TO BE ADDRESSED IN 2005

W o r k  w it h  P ip e l in e  C o m p a n d s  a n d  A f f e c t e d  
Pa r t ie s  t o  Im p r o v e  P ip e l in e  R e g u l a t io n

In v o l v e  R e g i j i  a t  ~ d  P ip f i  in e s  a n d  U t ii in  

Im p r o v e m e n t  E f f o r t



" R C A  2 0 0 5  I m p r o v e m e n t  I n i t i a t i v e  

W h a t  w i l l  t h e  R C C  I n c r e a s e  D o ?

A ll o w  t h e  RCA t o  p u t  S y s t e m s  in  P la c e  t o  t r a c k  d o c k e t s ,
ALLOW REGULATED UTILITIES GREATER TRANSPARENCY AND 

LOWER THE COST OF REGULATION THROUGH THE USE OF 
ELECTRONIC DATA.

T h e  RCC in c r e a s e  is  TEMPORARY. T h is  m o n e y

DOES NOT GO INTO A CAPITAL FUND, IT IS GOES INTO 
OPERATIONS AND IF IT IS NOT SPENT, THEN IT WILL 

REDUCE THE RCC FOR CONSUMERS IN THE FOLLOWING
YEAR.

f
T h is  p r o j e c t  h a s  b e e n  h e a v il y  s u p p o r t e d  by  t h e

REGULATED UTILITIES AND PIPELINES IN ALASKA,
in c l u d in g  ATA, AT&T, APA, ACS a n d  BP P ip e l in e s .

T h e  O v e r a l l  c o s t  p e r  c o n s u m e r  is  72 c e n t s  p e r

YEAR, PER REGULATED UTILITY SERVICE.
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From: Daniel Dieckgraeff [dmdieckg@alaska.net]
Sent: Tuesday, April 26, 2005 2:11 PM
To: Sen. Lyda Green; Sen. Gary Wilken; Sen. Con Bunde; Sen. Fred Dyson; Sen. Bert Stedman; Sen.

Lyman Hoffman; Sen. Donny Olson
Cc: Curtis Thayer
Subject: SB 157

Members of the Senate Finance Committee:

ENSTAR Natural Gas Company supports the RCA's initiative to update its information systems and to 
fund it with the proposed time-limited increase in the Regulatory Cost Charge, as set out in SB 157.

We can sec the efficiencies that the proposed systems will bring to the RCA, and to the utilities that il 
regulates. Some of the advantages include the tracking of cases and costs, the ability to research 
precedents, and the making of information available faster and easier. As a result, ratepayers will save 
and get better regulation.

We ask the Committee to pass SB 157.

Thank you.

Daniel M. DicckgraelT 
Treasurer
Manager, Finance and Rates 
ENSTAR Natural Gas Company 
3000 Spenard Road 
Anchorage, Alaska 99503 
907 264-3661

ENSTAR Natural Gas Company provides natural gas service to over 119.000 customers in South 
Central Alaska, including 11,000 on the Kenai Peninsula and 20,000 in the Mat-Sti.

<!—[if !stipportLists]->

Ivy Frye

4/28/2005

mailto:dmdieckg@alaska.net
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F r a n k  H, M u r k o w s k i

Governor

I P.O. BOX 1 10001 
Juneau, Alaska 9981 l-oooi 

19071 465 3500 
Fax (907) 4G5-3532 

WWW GOV-STATE. AK. USGOVERNORS GOV. STATE. AK.US
S t a t e  o f  A l a s k a

O f f i c e  o f  t h e  G o v e r n o r  
J u n e a u

M arch  30, 2005

The H ono rab le  Ben Stevens 
Pres ident of the Senate 
A laska  State Leg is la ture 
State Cap ito l ,  Room 111 
J u n e a u ,  AK 99801-1182

Dear P res ident Stevens:

U nd e r  the au tho r ity  of art. Ill, sec. 18, of the A laska C o n s t i t u t io n ,  I am  t ra n sm it t in g  
a  b i l l  re la t ing  to the ca lc u la t io n  of the a n n u a l  regu la tory cost charge for p u b l i c  u t i l i t ie s  
and  p ip e l in e  carr ie rs  w ith in  the ju r is d ic t io n  of the Regu la to ry  C om m is s io n  of A laska

C u r re n t ly ,  the opera t ions of the RCA arc f inanced  ih r o u g h  a regulator}' cost charge 
co llected from regu la ted p u b l ic  u t i l i t ie s  and  p ip e l in e  carr iers in  acco rdance  w ith  
AS 42.05.254 and  AS 42.06.2S6, w h ic h ,  u n d e r  ex is t ing  statute , m a y  no t exceed .7 percen t 
of the tota l ad jus ted  gross re venue  a p p l ic a b le  to the regu la ted p u b l ic  u t i l i t y  a n d  p ip e l in e  
carr ie r sectors. The b i l l w ou ld  in c rease  tha t percentage to .9 percen t for the fiscal years 
b e g in n in g  J u ly  1, 2005, J u ly  1, 2006, and  J u ly  1, 2007, to f in a n ce  certa in  in fo rm a t io n  
system im p ro vem en ts  w ith in  the RCA. T he  im p rovem en ts  in c lu d e  the im p lem e n ta t io n  of a 
case m a nag em en t  system , a t im e  m a nag em en t  system, and  a n  in te rac t ive  RCA webs ite 
that w ou ld  a l low  regu la ted en t it ies  to e le c tron ica l ly  file fo rms an d  p lead ing s  on-line.

B ecause it is an t ic ip a ted  that the in fo rm a t io n  system im p ro vem en ts  w i l l  resu lt in 
lower opera t ing  costs for the RCA , the b i l l w ou ld  then  reduce  tha t .9 percent m a x im um  
regu la tory cost charge to the p re v ious  .7 percent leve l for the f isca l year b e g in n in g  J u ly  1, 
2008, and  for subsequen t f isca l years. T h is  b i l l w ou ld  not ch a n g e  the ex is t in g  m a x im u m  
for the po rt ion  of the regu latory cost charge that f inances  ope ra t io ns  of the p u b l ic  
advocacy fu n c t io n  u n d e r  AS 42.04.070(c) and  AS 44,23.020(e) w ith in  the D epa r tm en t  of 
Law.

I urge y o u r  p rompt a nd  favorab le ac t io n  on th is  m easure .

(RCA).

S incere ly  yours ,

F rank  11. M urkow sk i 
Governor

E n c lo s u r e

COMMITTEE COPY
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217 Second Street, Suite 200 • Juneau. Alaska 99801 

Tel (907) 586-1325 • Fax (907) 463-5480 • www.akml.org

April 26, 2005

Honorable Representative Mike Chenault 
H ouse Finance Committee 
State Capitol, Room 505 
Juneau, Alaska 99801

RE: SB158

Dear Representative Chenault,

Over the last couple ot years, municipalities have lost Revenue Sharing, Safe  
Communities money, Capital Matching Grants, and reimbursement for 
SeniorA/eteran's Property Tax Exemptions. The only current revenue stream  
available is taxes. Taxes are a locai provision; therefore the Alaska Municipal 
League and the 142 communities we represent, believe that taxing decisions 
should be left to local communities.

If a community (such as Nome) w ishes to tax subcontractors who are not 
contracted by the state and that decision negatively affects that community, then 
it should be up to local voters to change those ordinances and/or elect new  
officials. W e believe it should not be up to the State to preempt local taxing 
authority.

The sponsor of this bill cites the need for taxing consistency. However, local 
taxing is not consistent throughout the state in property tax, sa les  tax, bed tax, 
raw fish tax, or any other tax. Communities im pose taxes that meet with the 
approval of their residents and m eet community needs. We are concerned that a 
desire for consistency will next be targeted towards other forms of local taxation.

The State of Alaska does not pay tax on their property held in any Alaskan 
community (including Nome). However, Nome and all other communities, 
provide services equal to those services provided to all other property tax payers 
such as road maintenance, am bulance and fire. PILT payments are received by 
the federal government for federal property, but the state has not taken part in 
PILT paym ents to communities for state property.

In Senate Finance,, a comment w as made, with regards to this bill, that it 
appeared that communities were attempting to "bite the hand that feeds you."

• Incoming "wealth" to the state is no longer shared or "fed" to 
communities by the state.

n▼i ALASKA 
J  MUNICIPAL 

LEAGUE

Alaska Con/ii cncc o f Mayors

Member ol Ihe National League ol Cities and the National Association ol Counties

http://www.akml.org


• Most DOT airport m oney is federally funded by FAA (as much as 93%). 
This m oney com es to the State to fund projects such as the Nome 
airport and costs associated .

• The $20 ,000  paid by the subcontractor w as based on a bill that 
exceed ed  $400,000.

• This bill d o es  NOT prevent escalating costs (as stated in the Fact 
Sheet). Escalating costs are prevented by a careful bid selection  
process practiced by the State. T axes go up or down relative to the 
cost of the project; they are not arbitrary.

The bill summary states that the bill’s  intention is to "prohibit the imposition of 
municipal sa les  and use tax on a construction contract awarded by the state or a 
state agen cy , or on a subcontract awarded in connection with the project funded 
under the construction contract." This is misleading, as no communities im pose 
a sa le s  or u se  tax on a construction contract awarded by the state. This issue is 
ONLY about subcontract workers that have been hired by the contractor.

We thank you for tne opportunity to comment on this bill.

Sincerely,

Kathie W asserm an  
Alaska Municipal League 
Policy and Program Coordinator

cc: Representative Kevin Meyer
Representative Bill Stoltze 
Representative Richard Foster 
Representative Mike Hawker 
Representative Jim Holm 
Representative Mike Kelly 
Representative Eric Croft 
Representative R eggie Joule 
Representative Carl M oses
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Mayor
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Nome Common Council

( "Manager
Randy Romeneiko

Stan Andcncn 
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Randy Pomsranz
Jon Luton

Clerk/Trearurer 
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John Bookman 
Muy Bourdon

1 0 2  Division St.-P .O . Box 281 
Nome, Alaska 99762 

(907) 443-6663 
Fax (907) 443-5349

Public testimony regarding Senate Bill No. 158 “An act prohibiting th# Imposition of 
municipal sal## and ua# taxee on elate construct/on contract# and certain 
subcontract*; and providing for an effective date."

The City of Nome Is opposed to SB 158. The bill Is punitive and unfairly restricts local 
control, The bill diminishes the existing statutory authority of local governments to raise 
naeded revenues through the levy of taxes.

Municipal sales tax codes and exemptions have been refhed and tailored to meet 
Individual community needs. A municipality need9 control over sales and property tax as 
they are the principle source of local government revenue. This tax la established by the 
residents of a community for local needs.

The State has already burdened local communities with unfunded mandates. Tho 
mandatory state property tax exemptions, such as the senior citlzen/dlsabled veteran 
property tax exemption, are not fundod by the state according to Alaaka Statutos. The 
Stato Property Tax Exemption shifts the co3t of protecting and serving state facilities to 
local taxpayers, 40% of all pr perfy In Nome la exempted by State Statutes. Yet theso 
propertiss receive service from our police, ambulance, fire departments. These 
properties hava anow removed and roads repaired by City public works. The tenants of 
theso facilities use the locally taxpayer funded libraries and recreation centers. This lost 
rovenue must be made up by the local community, here In Noma h le through a sales 
tax.

When a contra tor works ir a community Ilk# Nom# on a state or federal Job, they utilize 
municipal services every day. Our ambulance treats and transports their injured 
worke.a, our police arrest tholr law breakers, they drive on city streets and use city 
facilities -  all at no coat as proposed by SB 158. The municipality Bupporte th# 
contractor as it providos their services to the state of Alaska yet it expects to not pay In 
kind for the services It receives.

Sales tax is only app|l#d In som# communities throughout the state, Thl# i« a 
community choice. The “rules of engagement" differ In every community for e myriad of 
reasons. Contractors and resident* doing business and living In a community need to 
ba responsible and perform due diligence when working In th# different communities 
wtthln the state, There i9 no legal reason for consistent application of sales tax within 
the etate. This Is a power Invested with a municipality by Stat# Statutes.
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SB 1S6 Testimony______________________ City of Nom>_________________________ April 'ifl,2005

The State of Alaska takes portions of Department of Education grants for overhead, 
Department of Transportation pass-through grants for administration, Imposes feo9 for 
landfill, air and water permits, The State continues to take funds from municipalities 
while cutting stato Bhared revenue/municipal assistance.

Over the past 10 years Nomo has seen a reduction of about $500,000, the equivalent of
2.7 mills to property owners or 1% In sale* tax. This revenue source shortfall has to be 
made up to cover evor rising Insurance costs, retirement costs, fuel (gasoline and diesel 
fuel are at almoet $3.00/gallon) and electricity costs.

MUNICIPAL ASSISTANCE/STATE SHARED 
REVENUES TO CITY OF NOME (1990 - 2005)

$ 7 0 0 ,0 0 0  -j-------------------------------------------------------------------------------------------- —

$ 6 0 0 ,0 0 0  

$ 5 0 0 ,0 0 0  

$ 4 0 0 ,0 0 0  

$ 3 0 0 ,0 0 0  

$ 2 0 0 ,0 0 0  

$ 1 0 0 ,0 0 0

$ 0  'I 1------------- 1------1------ 1------1------ 1------ 1------ 1------ 1------1------ 1------T

S cn <o gp O CM rr
O  CT) u )  C7) o  o  o

Sales tax la •  local issue conMled by the locally elected officials to meot the needs of 
the community. SB 158 takeu away local control and further cripples a community's 
ability to survive In today's economy,

I would like to thank the House Labor & Commorce Committee for taking the time to 
hoar the City of Nome's concerns on a bill that will negatively Impact the finances of the 
City.

Respectfully, 
City of Nome

Donise Michel* 
Mayor
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8B 186 TMtimony City of Nome April 20, 2008

Talking Polnt>

Municipal sales tax codea and exemptions hava been refined and tailored to meet 
Individual community needs. A municipality needa control over sales and property 
tax as they are the principle source of local govomment revenue. This tax Is 
established by the residents of a community for local needs.

When a contractor works In a community like Nome on a state or foderal Job, they 
utilize municlpel services every day. Our ambulance treats and transports their 
injured workers, our police arrest their law breakers, they drive on city streets and 
use city facilities. The municipality supports the contractor as It provides their 
services to the state of Alaska yet It expects to not pay In kind for the services It 
receives. Contractors do not pay property taxes that support the local community.

Sales tax la only applied In some communities throughout the etate. This ie a 
community choice. The “rnlec of engagement" differ In every community for a myriad 
of reasons. Seles taxes renga, In the state, frcm 0 -  6%; communities have special 
taxes (bed, alcohol, fish, etc.). There Is no legal reason for consistent application of 
s-'es tax within the state. This Is a power Invested with a municipality by State 
Statutes.

The Impact to the State coffors Is greatly exaggerated. Airport and highway contracts 
through AkDOT are primarily funded with Federal money (between 90 -  100% 
Federal). The majority of work by the State Is performed In communities with no tax.

Sales tax is a local issue controlled by the locally electod offlcialo to moot thB need6 
of the community. SB 158 t*!:es away local control and further cripples a 
community's ability to survive In t o w /s  economy.
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April 26, 2005

Honorable Representative Tom Anderson 
H ouse Labor & Com m erce Committee 
State Capitol, Room 408  
Juneau, Alaska 99801

RE: SB 158

Dear Representative Anderson,

Over the last couple of years, municipalities have lost R evenue Sharing, Safe  
Communities m oney, Capital Matching Grants, and reimbursement for 
SeniorA/eteran’s Property Tax E x e m p t io n :T h e  only current revenue stream  
available is taxes. T axes are a local provision; therefore the Alaska Municipal 
League and the 142 communities w e represent, believe that taxing decisions  
should De left to local communities.

If a community (such a s  Nom e) w ishes to tax subcontractors who are not 
contracted by the state and that decision negatively affects that community, then 
it should be up to local voters to change those ordinances and/or elect new  
officials. W e believe it should not be up to the State to preempt local taxing 
authority.

The sponsor of this bill cites the need for taxing consistency. However, local 
taxing is not consistent throughout the state in property tax, sa le s  tax, bed tax, 
raw fish tax, or any other tax. Communities im pose taxes that m eef Hth the 
approval of their residents and m eet community need s. W e are concern-jd that a 
desire for consistency will next be targeted towards other forms of local taxation.

The State of Alaska d o es  not pay tax on their property held in any Alaskan 
community (including Nom e). However, Nom e and all other communities, 
provide services equal to th ose services provided to all other property tax payers 
such as road m aintenance, am bulance and fire. PILT paym ents a>e received by 
the federal government for federal property, but the state has not taken part in 
PILT paym ents to communities for state proper^.

In S en ate  Finance, a com m ent w as m ade, with regards to this bill, that it 
appeared that communities were attempting to “bite the hand that feed s you."

• Incoming "wealth" to the state is no longer shared or ";\3d" to 
communities by the state.

n iALASKA  
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• Most DOT airport m oney is federally funded by FAA (as much as 93%).
This m oney com es to the State to fund projects such as the Nom e
airport and costs associated .

• The $20 ,000  p by the subcontractor w as based on a bill that 
exceed ed  $40C,

• This bill d oes NOi prevent escalating co sts  (as stated in the Fact
Sheet). Escalating costs are prevented by a careful bid selection
process practiced by the State. Taxes go up or down relative to the 
cost of the project; they are not arbitrary.

The bill summary states that the bill’s  intention is to "prohibit the imposition of 
municipal sa les  and use tax on a construction contract awarded by the state or a 
state agen cy , or on a subcontract awarded in connection with the project funded 
under the construction contract." This is misleading, a s  no  communities im pose  
a sa les  or use tax on a construction contract awarded by the state. This issu e is 
ONLY about subcontract workers that have been hired by the contractor.

We thank you for the opportunity to comment on this bill.

Sincerely,

Kathie W asserm an  
Alaska Municipal League 
Policy and Program Coordinator

cc; Representative Pete Kott
Representative Gabrielle L Doux 
Representative Bob Lynn 
Representative Norm Rokeberg 
Represenative Harry Crawford 
Representative David Guttenberg



A L A S K A  S T A T E  L E G I S L A T U R E

Wasilla AK 99654 
907-376-4866

Senate District II 
600 E. Railroad Avenue

907-373-1724-Fax
Senator_CharlieJIuggins@legis.state.ak.us

State Capitol, Room 417 
Juneau AK 99801-1182 

907-465-3878 
Fax: 907-465-3265 

800-862-3878 
wxwv.akrepublicans.org/huggins/

C h a r l i e  H u g g i n s  

S e n a t o r

4/3/05

S p o n s o r  S ta t e m e n t

SB 158 - “An Act p roh ib it ing  the imposition of m un ic ip a l sales and use taxes on state 
construction contracts and certain subcontracts; and p rov id ing  for an effective date.”

During the course of business in the last couple of years, subconlractors in the construction 
industry, who work in some areas of the state, have experienced negative financial impact due to 
the imposition of lc:al sales taxes on state DOT'/PF funded projects.

In the case of a construction contract being awarded and a primary coniractor doing business 
with the state, the state is the purchaser of those services and, as such, the legal incidence for the 
tax falls on the state. Based on the state’s sovereign immunity and the fact that the state is 
immune from taxation no tax is owed.

However, when a subcontract is awarded and a primary contractor hires another contractor to do 
work for him, the subcontractor is not working directly for the state, but for the original 
coniractor, and in some cases a sales tax has been levied on the value of the subcontract.

In one instance, on a Nome Airport Project, a construction contract w-as awarded to Quality 
Asphalt Paving (QAP). QAP and Dimond Electric entered into a subcontract directly in 
connection with the project funded under the construction contract. Dimond Electric was 
assessed a sales tax of over $20,000 on the value of their subcontract. This tax was unexpected 
and not considered in their bid.

T he state cannot afford to have an increase in the cost of construction projects due to the levying 
of sales taxes on state construction contracts or subcontracts directly awarded in connection with 
the pmject funded under the construction contract. While all municipalities do not assess this 
sales tax the policy needs lo be consistent statewide.

SB 158 will prohibit the imposition of municipal sales and use tax on state construction contracts 
and certain subcontracts and remedy the inequity that exists.

Contact Information -  Deborah Grtindmarm 465-4711

mailto:Senator_CharlieJIuggins@legis.state.ak.us


F IS C A L  N O T E

STATE o r  ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
MUNI TAX ON STATE CONSTRUCTION 

Title CONTRACTS

Dept. Affected]______

Fiscal Note Number:
Bill Version:
(S) Publish Date:

1
SB 158
4/7/05

Commerce

Comm Assist & Ec Dev (405)_RDU
Component Community Advocacy

Sponsor
Requester

Huggins
Community & Regional Affairs

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2703

OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 CF
1005 GF/Program Receipts 
1037 GF/Mentol Health
Other (Specify Typo-Do net abbreviate)

TOTAL 0.0 C.O 0.0 0.0 0.0 0.0

Estimate of any current y ea r  (FY2005) cost: 0 0
Mark this box (X) if fundin ']  for this bill is included in the G overnor’s FY 200C budge t p roposa l:  

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page it nucossanv)

This legislation stipulates that boroughs and cities, both homo rule and general law, can not impose a sales 
or use tax on a construction contract awarded by Ihe state or a state agency, or on a subcontract awarded 
in connection with tho projr ct funded under the construction contract.

It would not create a fiscal impact on the operations of the department.

Prepared by: Michael Black, Diroctor___________________________
Division Community Advocacy_____________________________

Approved by: Edgar Blatchford. Commissioner___________________
Agency Commerco, Community, and Economic Dovolop non!

Phono *>69-4533______
Dato/Tirno 4/6/05 16 28 AM

Dato 4/6/2005
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Date of Committee Action:
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FURTHER REFERRALS:
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SENATE BILL NO. 158 MUNI 'I'AX ON STATE CONSTRUCTION CONTRACTS

"An Act prohibiting the imposition of municipal sales and use taxes on state construction contracts and certain 
subcontracts; and providing for an effective date."

Recommends it be replaced with I ] HCS or [ ] CS [or____________
For Senate Fills with new title: / ] Technical Title /  ] New Title: 1ICR_

J
\X \ Same Title [ 1 New Title

[ J attach amendments
( ] add new referral l o .
| ] Letter of Intent____

Committee
Committee

Usi o f  
Abb re f  
for
Dept s.:
ADM
CED
COR
CRT
EED
DEC
nrc;
GOV
IISS
I.EG
LAW
l.WF
MVA
DNK
Dl’S
KEY
DOT
DA

NEW  FISCAL NOTES
•Assipncd by Chief Clerk’s Office

List by Deptts): | *FN# Fiscal Indet. | Zero

PREVIOUS FISCAL NOTES
List by I)ept(s): FN# Fiscal Indet. [ Zero

C & & /

Sinning with recom m endations I‘i inlnl Lust Name
dp DM* NR AM

ir
A / d > £ / t f X

V

' ^ / C / , K-* 11̂ y

.  /
y

X

Chair: / ' 'V J  ^ ^ A  ^ i * '
Chair: k



LEGAL SERVICES
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY 
(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mall Stop 3101 Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M April 5, 2005

SUBJECT: Taxation of construction contracts; sectional summary (SB 158)

TO: Senator Charlie Huggins, Chair
Senate Transportation Committee 
Attn: Deborah Grundmann

FROM: Tamara Brandt Cook
Director

Sec. 1. Adds to the list of statutes that apply as limitations on home rule municipalities 
(boroughs and unified municipalities) a reference to the new subsection added :n bill sec. 
3.

Sec. 2. Adds to the list of statutes that apply as limitation on home rule municipalities 
(cities) a reference to the new subsection added in bill sec. 4.

Sec. 3. Prevents a borough from levying a sales or use tax on state construction contracts 
or or subcontracts awarded in connection with the state construction project. (For an 
example of a definition of public construction see AS 36.95.010(3) in the State 
Procurement Code.)

See. 4. Prevents a city from levying a sales or use tax on state construction contracts or 
on subcontracts awarded in connection with the state construction project.

Sec. 5. Immediate effective dale.

TBC:jad 
05-193.jad



S e n a te  M a jo r ity  Web: www.akrepublicans.org

Sponsor: Senator Charlie Huggins
Current Version: SB 158
Contact: Deborah Grundmann, 465-4711

Fact Sheet for: Senate Bill 158

Short Title: MUNI TAX ON STATE CONSTRUCTION CONTRACTS
Summary:

* Prohibits the imposition of municipal sales and use tax on a construction contract 
awarded by the state or a state agency, or on a subcontract awarded in connection 
with the project funded under the construction contract.

Benefits:
" Prevents escalating costs for construction contracts and subcontracts that are 

awarded directly in connection with a project.
■ Makes the local tax policy regarding contractors and subcontractors on state 

construction projects consistent throughout the state.

Background:
■ Municipalities in some areas of the state impose a local sales or us ax on projects 

funded through the State. Because of sovereign immunity, the State owes no taxes, 
but in some cases a sales tax has been levied on subcontractors who are working 
for the contractor and not directly for the state. On one Nome airport project, a 
construction contract was awarded to Quality Asphalt Paving (QAP). QAP 
subcontracted with Dimond Electric, and Dimond was assessed a sales tax of more 
than $20,090, which had not been factored into the bid.

A l a s k a  S t a t e  L e g i s l a t u r e

F fid Sheet Revision Date Wednesday. Apnt 05,2GQS 03 SI PM

http://www.akrepublicans.org


Alaska State Legislature
S e n a te  M a jo r ity  N e w s

Jeff Turner, Senate Majority Press Secretary Web Site: http://www.akrcpublicar.s.org
Room 413, State Capitol Building 
Juneau, AK 99801 
Phone: 907.465.3803

FOR IMMEDIATE RELEASE: April 8,2005 CONTACT: Jeff Turner, Press Secretary: 907.465.3803

S e n .  H u g g i n s  I n t r o d u c e s  L e g i s l a t i o n  t o  P r o t e c t  

S t a t e  F u n d e d  C o n s t r u c t i o n  P r o j e c t s
S B  1 5 8  B lo c k s  I m p o s i t i o n  o f  L o c a l  S a le s  T a x  o n  C o n s t r u c t io n  J o b s

(Juneau) -  Sen. Charlie Huggins (R -  Rural Mat-Su7Chugiak) is pushing legislation lo 
conserve the state’s capital construction budget by shielding subcontractors working on 
state funded projects from paying local sales taxes.

The legislation was crafted after Sen. Huggins learned that a subcontractor was slapped 
with a 520,000 dollar sales tax by a local government for work it performed on the Nome 
Airport Project.

The subcontractor was hired directly for project’s main contractor, not the state, which 
was used as justification by the local government to impose the sales tax. That tax was 
not anticipated in the original bid and was eventually paid by the subcontractor.

Most local governments don’t charge a sales tax on subcontractors working on state 
funded construction jobs. "This legislation closes the loophole in state law' so that never 
happens again and it means our scarce capital construction dollars are used for what they 
were intended for,” said Sen. Huggins.

SD 158 will block the imposition of municipal sales and use tax on state construction 
contracts and certain subcontracts. It has been referred to the Senate Community and 
Regional Affairs and Finance Committees.

http://www.akrcpublicar.s.org
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May 15,2003

ALASKA CHAPTER 
1953*2003
Commissioner Mile: Barton 
Alaska Dept, of Transportation 

and Public Facilities 
3132 Channel Dr,
Juneau, AK 99801-7898

Re: City of Nome Sales Tax 

Dear Commissioner Barton:

1 cm writing to you regarding an issue one of our member contractors is facing in Nome, 
Alaska as a result of their status es a subcontractor to Quality Asphalt Paving on the 
Nome Airport RAV 27 Rehabilitation & Obstruction Removal, #AIP 3-02-0199- 
1201/60905. The City of Nome has taken action to assess and collect a sales tax. on the 
value of the subcontract of Dimoad Electric and in fact other subcontractors as well. 
Dimond Electric has unsuccessfully tried to reason with the City of Nome that not only is 
this not a retail sale, but the project is owned by the State of Alaska which docs not pay 
sales tax on its purchases. Unfortunately, the City has indicated that they will be filing a 
lawsuit to collect the tax they have estimated us due and Dimond is faced with an 
expensive legal defense.

The reason we bring t h i v  to your attention is in the hope that v o u t  department may be 
able to investigate this and possibly intervene. If the City of Nome prevails u. this action, 
the State will eventually be facing higher construction costs in every commm.ity with tv 
local sales tax as word of this practice spreads. In the instant case, several subcontractors 
who bid the work, as they normally do will suffer unexpected and substantial costs that 
they will not be able to recover.

If you need farther information please fed ftcc to contact me at 907 561-1958 or Dave 
Lnntz with Dimond Electric at 907 3444 121.

■SinTeiTlyi ~~
Alaska Chapter, NEC A
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W f i a p B I  November 13,2004

Senator John Cawdciy 
Alaska State Senate 
71fiW .4u\  Sfe. 500 
Anchorage, AK 99501

Dew ScMPtor Cowdcry:

Ccrogralulfltions on your recent rcclcction to the Stnie Senile. Our contactor tmubers 
look, forward to another four years of your experience and leadership in the State Senate.

During the course of business ir. the last two years, subcontractors In the construction 
industry who work in scene rural areas have experienced negative financial impact duo to 
■be imposition cf local bcIw taKw oo. Suite D.O.T. funded projaeta. In our efforts to 
mitigate this impact, our research, hss shown that while the General Contracting euhty is 
not subject to local sales tee due to their direct rdntionalup with the State D.O.T. (which 
in exempt, from local Bales tux), the subcontractors who have a rclationslup to the General 
Contractorbcve been ruled w be subject to the heal sales tax. Efforts cuthe local level, 
the legal s)'steoincdplea3 to the State D.O.T. have beeix fruitless. We arc therefore 
requeuing a meeting with you to provide you with the information we have and areqodst 
to pursue legislative remedy to this inequity.

I would like to suggest tx meeting on tho rooming o f November 23’1 if possible since cue 
of our out of town members who has done considerable, work on this issue will be in 
town, end available. Obviously we realize ycu probably have a busy schedule end we will 
vcrk with you and your staff to set something up.

Thank y oufcr ycur consideration.

Sincerely,
A laska  Chanter, N liC A .

Ck^CiX)
SlcvniF.Buyd &
Chapter Manager

CC: Scott Eririfuii.mil, Alena Electrical & Engineering
David Lcmtz. Dimond Electric Co.
Ralph Kibby, Cfcalham Electric

p . 0 2

712 Wnnt tiSth Avcnuo • Anchorage. Alaska G95C3 
(007) 501-1366. f a x (937) 561-3&3S







DATE: 4/7/05 FURTHER:

SEN ATE FINAN C E CO M M ITTEE REPO RT

l

r e p o r t e d  o u t

A P R  1  5 ? n 05

SENATE FINANCE 
_ vCOMMJTEEDATE T U R N E D |  ,--------

IN TO OFFICE: H ) 1*5 |
Finance Committee considered SENATE BILL NO. 158

SB 158 MUNI TAX ON STATE CONSTRUCTION CONTRACTS

"An Act prohibiting the imposition of municipal sales and use taxes on state construction contracts and 
certain subcontracts; and providing for an effective date."

and recommends:

] be replaced with 

] adopt previous _

] attached amendment(s)

] adopt Letter of Intent by 

] further referral to _____

CS

CS

Committee

Committee

CS Senate Bill:
[ ] Same Title 
[ ] New Title

SCS House Bill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

SCR #____

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Ind. Zero FNff Department Date Fiscal Ind. Zero FN/I

LC det v / 1 I

[ J APPROPRIATION • no fiscal note

j S IG n / t W s  AND RECOMMENDATIONS: Do
Pass

Do Not 
Pass

No REC Amend
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CocK Ain:
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R E P O R T E D  O U T

FISCAL N O TE

STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
MUNI TAX ON STATE CONSTRUCTION 

Title CONTRACTS

Fiscal Note Number. 
Bill Version:
(S) Publish Date:

Dept. Affected______

1

PM 1 5 ms
SENATE FINANCE 

COMMITEE

SB 158
4/7/05

Commerce

Comm Assist & Ec Dev (405)

Sponsor
Requester

Huggins

RDU
Component Community Advocacy

Community & Regional Affairs

Expenditures/Revenues

Component No 

(Thousands of Dollars)

2703

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE_________________________  T housands  of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

i

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any cu rren t  y ea r  (FY2005) cost: 0 0
Mark this box (X) if funding for this bill is included in the G overnor’s  FY 200G b u d g e t  proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: /Atlacfi a zcpjratc page i/necussury)

This legislation stipulates that boroughs and cities, both home rule and general law, can not impose a sales 
or use tax on a construction contract awarded by Hie state or a state agency, or on a subcontract awarded 
in connection with the project funded under the construction contract.

It would not create a fiscal impact on the operations of the department

Preparod by. Michael Black, Director  Phone 259-4535
Division Community Advocacy________________________________________  PalO/Time 4/U/05 10 28 AM

Approved by. Edgar Blalchford, Commissioner____________ Dale 4/G/2005
Agency Commerce. Community, and Economic Development

iiwrivjow.tMowni EdfJC 1 of 1
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A L A S K A  S T A T E  L E G I S L A T U R E

Wasilla AK 99654 
907-376-4866
907-373-4724 -  Fax
Scnator_Charlie_Huggins@lcgis.stalc.ak.us

Senate District H 
600 E. Railroad Avenue

State Capitol, Room 417 
Juneau AK 99801-1182 

907-465-3873 
Fax: 907-465-3265 

800-862-3878 
www.akrepublicans.org/huggins/

C h a r l i e  H u g g i n s  

S e n a t o r

4/3/05

S p o n s o r  S ta te m e n t

SB 158 -  “An Act prohibiting the imposition of municipal sales and use taxes on state 
construction contracts and certain subcontracts; and providing for an effective date.”

During the course of business in the last couple of years, subcontractors in the construction 
industry, who work in some areas of the state, have experienced negative financial impact due to 
the imposition of local sales taxes on state DOT/PF funded projects.

In the case of a construction contract being awarded and a primary contractor doing business 
with the state, the state is the purchaser of those services and, as such, the legal incidence for the 
tax falls on the state. Based on the state’s sovereign immunity and the fact that the state is 
immune from taxation no tax is owed.

However, when a subcontract is awarded and a primary contractor hires another contractor to do 
work for him, the subcontractor is not working directly for the state, but for the original 
contractor, and in some cases a sales tax has been levied on the value of the subcontract.

In one instance, on a Nome Airport Project, a construction contract was awarded to Quality 
Asphalt Paving (QAP). QAP and Dimond Electric entered into a subcontract directly in 
connection with the project funded under the construction contract. Dimond Electric was 
assessed a sales tax of ov'T $20,000 on the value of their subcontract. This tax was unexpected 
and not considered in their bid.

The state cannot afford to have an increase in the cost of construction projects due to the levying 
of sales ta> es on state construction contracts or subcontracts directly awarded in connection with 
the project funded under the construction contract. While all municipalities do not assess this 
sales tax the policy needs to be consistent statewide.

SB 1*>8 will prohibit the imposition of municipal sales and use tax on State construction contracts 
and certain subcontracts and remedy the inequity that exists.

C on ta c t In fo rm a tio n  -  Debo rah  G ru n dm a n n  465-4711

mailto:Scnator_Charlie_Huggins@lcgis.stalc.ak.us
http://www.akrepublicans.org/huggins/


LEGAL SERVICES

(907)465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA Stato Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M April 5, 2005

SUBJECT:

TO:

Taxation of construction contracts; sectional summary (SB 158)

Senator Charlie Huggins. Chair 
Senate Transportation Committee 
Attn: Deborah Grundmann

FROM: Tamara Brandt Cook 
Director / { ' ^ L S

Sec. 1. Adds to the list of statutes that apply as limitations on home rule municipalities
(boroughs and unified municipalities) a reference to the new subsection added in bill see.
3.

Sec. 2. Adds to the list of statutes that apply as limitation on home rule municipalities
(cities) a reference to the new subsection added in bill sec. 4.

Sec. 3. Prevents a borough from levying a sales or use tax on state construction contracts 
or on subcontracts awarded in connection with the state construction project. (For an 
example of a definition of public construction see AS 36.95.010(3) in the State 
Procurement Code.)

Sec. 4. Prevents a city from levying a sales or use lax on state construction contracts or 
on subcontracts awarded in connection with the stale construction project.

Sec. 5. Immediate effective date.

TBCrjad
05-193.jad



S e n a te  M a jo r ity  Web: www.akrepublicans.org

Sponsor: Senator Charlie Huggins
Current Version: SB 158
Contact: Deborah Grundmann, 465-4711

Fact Sheet for: Senate Bill 158

Short Title: MUNI TAX ON STATE CONSTRUCTION CONTRACTS
Summary:

• Prohibits the imposition o f municipal sales and use tax on a construction contract 
awarded by the state or a state agency, or on a subcontract awarded in connection 
with the project funded under the construction contract.

Benefits:
■ Prevents escalating costs for construction contracts and subcontracts that are 

awarded directly in connection with a project.
■ Makes the local tax policy regarding contractors and subcontractors on state 

construction projects consistent throughout the state.

Background:
■ Municipalities in some areas of the state impose a local sales or use tax on projects 

funded through the State. Because of sovereign immunity, the State owes no taxes, 
but in some cases a sales tax has been levied on subcontractors who are working 
for the contractor and not directly for the state. On one Nome airport project, a 
construction contract was awarded to Quality Asphalt Paving (QAP). QAP 
subcontracted with Dimond Electric, and Dimond was assessed a sales tax o f more 
than $20,000, which had not been factored into the bid.

A l a s k a  S t a t e  L e g i s l a t u r e

ract Sheet Revision Date Wednesday, April 06.2005 03:51 PM

http://www.akrepublicans.org
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May 15,2003

ALASKA CHAPTER 
1953-2003

Commissioner Mike Barton 
Alaska Dept, of Transportation 

and Public Facilities 
3132 Channel Dr,
Juneau, AK 99801-7898

Re: City of Nome Sales Tax 

Dear Commissioner Barton:

1 am writing to you regarding an issue one of our member contractors is facing in Nome, 
Alaska as a result of their status as a subcontractor to Quality Asphalt Paving on the 
Nome Airport R/W 27 Rehabilitation & Obstruction Removal, flAIP 3-02-0199- 
1201/60905. The City of Nome has taken action to assess and collect a sales tax on the 
value of the subcontract of Dimond Electric and in fact other subcontractors as well. 
Dimond Electric has unsuccessfully tried to reason with the City of Nome that not only is 
this not a retail sale, but tho project is owned by the State of Alaska which does not pay 
salce tax on hs purchase®, Unfortunately, the City has indicated that they will be filing a 
lawsuit to collect the tax they have estimated us due and Diracmd is faced with an 
expensive legal ucfense.

The Teason we bring this to your attention is in the hope that your department mav be 
able to investigate this and possibly intervene. If the City of Nome prevails in this action, 
the State will eventually be facing higher construction costs in every community with a 
local sales tax as word of this practice spreads. In the instant case, several subcontractors 
who bid the work as they normally do will suffei unexpected and substantia! costs that 
they will not be able to recover.

If you need further information please fed free to contact me at 907 5u 1-1958 or Dave 
Lantz with Dimond Electric at 907 344-1121.

^inccfSlyi _
Alaska Chapter, NTcCA

Steven F. Boyd
> 4
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ALASKA CHAPTER 
1953-2003

November 13,:’.004

Senator John Cawdery 
Alaska Stole Senate 
716 W. 4*. Ste. 500 
Anchorage, AK 99501

Dear Senator Cowdcry:

Congratulations on your recent rectection to the State Senate-. Our contractor members 
look forward to another four years of your experience and leadership in the State Senate.

During the course of business in the last two years, subcontractors In the construction 
industry who work i  •. some rural areas have experienced negative financial impact duo to 
tho irnposition of local enleo taaca on Stats D.O.T. funded projaats. Jn our efforto to 
mitigate this impact, our research has shown that while flic General Contructing entity is 
not subject to local aalea tax due to their direct relationship with the State D.O.T. (which, 
is exempt from local calcs tax), the subcontractors who have a relationship to tl.c General 
Contractor have b«n ruled to be subject to the local sales tax. Efforts on the local level, 
the legal system and pleas to the State D.O.T. have been fruitless. We arc therefore 
requesting a meeting with you to provide you with the Information we have zod a request 
to pursue legislative remedy to this Inequity.

I would like to suggest a meeting on the morning of November 23rf if possible aincc one 
of our out of town members who has dona considerable work cm this Issue will be In 
town end available. Qbviourty we realize you probably have a busy schedule end we will 
work with you and yuvr staff to set something up.

Thank you for you: consideration.

Sincerely,
Alaska Ch. ptrr, NEC/.

Chapter Manager

CC: Scott Bringmaun, Alcan Electrical & I jgiccOring
David LatUz, Dimond Electric Co.
Ralph Kibby, Chatham Electric

712 Wool 35th Avenuo ‘ Anchorage, Alaska 99503 
(007) 501-1358 • Fax (907) 561-8833



A L A S K A  S T A T E  L E G I S L A T U R E

Senate District 11 
600 E. Railroad Avenue 
Wasilla AK 99654 
907-376-4866 
907-373-4724 -  Fax
Senator_Charlie_MtigginsQlegis.slate.ak.us

C h a r l i e  H u g g i n s  

S e n a t o r

State Capitol, Room 417 
Juneau AK 99801-1182 

907*463-3878 
Fax: 907-465-3265 

800-862-3878 
www.akrcpublicans.org/liuggins/

m m

T E S T I M O N Y

T h a n k  y o u  M a d a m  C h a i r  a n d  m e m b e r s  o f  th e  c o m m it te e .

F o r  th e  r e c o r d  m y  n a m e  is D e b o r a h  G r u n d m a n n  s t a f f  to  S e n a t o r  C h a r l i e  

H u g g in s .

S I !  1 5 8  -  “ A n  A c t  p r o h ib i t in g  th e  im p o s it io n  o f  m u n ic ip a l  s a le s  a n d  u se  ta x e s  

o n  s ta te  c o n s t r u c t io n  c o n tr a c ts  a n d  c e r ta in  s u b c o n tr a c ts ;  a n d  p r o v id in g  f o r  a n  

e f fe c t iv e  d a te .”

D u r in g  th e  c o u rs e  o f  b u s in e s s  in  th e  la s t c o u p le  o f  y e a r s ,  s u b c o n t r a c to r s  in  th e  

c o n s t r u c t io n  in d u s t r y ,  w h o  w o r k  in  s o m e  a r e a s  o f  th e  s ta te ,  h a v e  e x p e r ie n c e d  

n e g a t iv e  f in a n c ia l  im p a c t  d u e  to  th e  im p o s it io n  o f  lo c a l sa les  ta x e s  o n  sl-»te  

D O T / P F  fu n d e d  p r o je c ts .

T h e s e  ta x e s  h a v e  b e e n  assessed o n  th e  v a lu e  o f  th e  s u b c o n tr a c t  -- w e  a r e  n o t  

t a lk in g  a b o u t  th e

1 .) p u r c h a s e  o f  in c id e n ta l  m a te r ia ls ,

2 . )  r e n t in g  o f  e q u ip m e n t ,

3 . )  p u r c h a s in g  fo o d  o r  lo d g in g  -

T h o s e  ite m s  w o u ld  b e  t a x e d .  A g a in ,  w e  a r e  t a lk in g  a b o u t  th e  c o n s tr u c t io n  

c o n t r a c t  o r  s u b c o n t r a c t .

http://www.akrcpublicans.org/liuggins/


1.) T h e  S ta te  c a n n o t a f fo rd  lo  h ave  an  in c rease  in  th e  cost o f  c o n s tru c tio n  

p ro je c ts  d u e  to  th e  le v y in g  o f  sales taxes  on state c o n s tru c tio n  co n trac ts  

an d  s u b c o n tra c ts  a w a rd e d  d ire c t ly  in  c o n n e c tio n  w ith  the  p ro je c t fu n d e d  

u n d e r  the c o n s tru c tio n  c o n tra c t.

2 .)  W h i le  a ll m u n ic ip a lit ie s  d o  no assess th is  sales ta x , and  m a n y  

m u n ic ip a lit ie s  D O  h a v e  tax  caps - the p o lic y  n eed s  to  b e  c o n s is te n t  

s ta te w id e .

E x a m p le

In  one in s ta n c e , on  a  N o m e  A ir p o r t  P ro je c t, a c o n s tru c tio n  c o n tra c t w as  a w a rd e d  to  

Q u a li ty  A s p h a lt  P a v in g  ( Q A P ) .  Q A P  and  D im o n d  E le c tr ic  e n te re d  in to  a 

s u b c o n tra c t d ire c t ly  in  c o n n e c tio n  w ith  the p ro je c t  fu n d e d  u n d e r th e  c o n s tru c tio n  

c o n tra c t. D im o n d  E le c tr ic  w as  assessed a sales ta> o f  o v e r  $ 2 0 ,0 0 0  on the  v a lu e  o f  

th e ir  s u b c o n tra c t. T h is  ta x  w as  u n e x p e c te d  and  n o t c o n s id e re d  in  th e ir  b id .

S I !  1 5 8  w i l l  p r o h ib i t  th e  im p o s it io n  o f  m u n ic ip a l  s a le s  a n d  u se  ta x  o n  s ta te  

c o n s t r u c t io n  c o n t r a c ts  a n d  c e r t a in  s u b c o n tr a c ts  a n d  r e m e d y  th e  in e q u i ty  11.at 

e x is ts .
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M a y o r
Denise Michels

Nome Common Council

Manager
Kandy Komcncsko

Sum Andersen 
Mary Knodel
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Public testimony regarding Senate Bill No. 158 “An act prohibiting the im p osition  of 
m unicipal s a le s  and u se  ta x e s  on s ta te  co n stru ction  con tra cts  and certain  
su b co n tra c ts; and providing for an e ffectiv e  d a te .”

The City of Nome is opposed to SB 158. The bill is punitive and unfairly restricts local 
control. The bill dim inishes the existing statutory authority of local governm ents to raise 
needed revenues through the levy of taxes.

Municipal sa le s  tax cod es and exem ptions have been refined and tailored to meet 
individual community needs. A municipality n eed s control over sa le s  and property tax 
a s  they are the principle source of local government revenue. This tax is established by 
the residents of a community for local needs.

The State has already burdened local communities with unfunded m andates. The 
mandatory state property tax exem ptions, such as the senior citizen/disabled veteran 
property tax exemption, are not funded by the state according to Alaska Statutes. The 
State Property Tax Exemption shifts ihe cost of protecting and serving state facilities to 
local taxpayers. 40% of all property in f lome is exem pted by State Statutes. Yet these  
properties receive service from c r police, ambulance, fire departments. T hese  
properties have snow  removed and roads repaired by City p ib lic  works. The tenants of 
th ese facilities uxe the locally taxpayer funded libraries and recreation centers. This lost 
revenue must be m ade up by the local community, here in Nome it is through a sa les  
tax.

W hen a contractor works in a community like Nome on a state or federal job, they utilize 
municipal services every day. Our ambulance treats and transports ' leir injured 
workers, our police arrest their law breakers, they drive on city streets and u se  city 
facilities -  all at no cost a s  proposed by SB 158. The municipality supports the 
contractor a s it provides their services to the state of Alaska yet it expects to not pay in 
kind for the serv ices it receives.

S a les  tax is only applied in som e communities throughout the state. This is a 
community choice. The "rules of engagement" differ in every community for a myriad of 
reasons. Contractors and residents doing bu sin ess and living in a community need to 
be responsible and perform due diligence when working in the different communities 
within the state. There is no legal reason for consistent application uf sa le s  tax within 
the state. This is a power invested with a municipality by Stato Statutes.
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The State of Alaska takes portions of Department of Education grants for overhead, 
Department of Transportation pass-through grants for administration, im poses fe e s  for 
landfill, air and water permits. The State continues to take funds from municipalities 
while cutting state shared revenue/muricipal assistan ce.

Over the past 10 years Nome has seen  a reduction of about $500,000, the equivalent of
2.7 mills to property owners or 1% in sa le s  tax. This revenue source shortfall has to be 
made up to cover ever rising insurance costs, retirement costs, fuel (gasoline and diesel 
fuel are at aimost $ 3 .00/gallon) and electricity costs.

MUNICIPAL ASSISTANCE/STATE SHARED 
REVENUES TO CITY OF NOME (1990 - 2005)

$ 7 0 C , 0 0 0  

$ 6 0 0 , 0 0 0  

$ 5 0 0 , 0 0 0  

$ 4 0 0 , 0 0 0  

$ 3 0 0 , 0 0 0  

$ 2 0 0 , 0 0 0  

$ 1 0 0 , 0 0 0  

$ 0
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0 ) 0 ) 0 0 ) 0 ) 0 0 0
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S a les  tax is a local issu e controlled by the locally elected  officials to meet the n eed s of 
the community. SB 158 takes away local control and further cripples a community's 
ability to survive in today’s econom y.

I would like to thank the Senate Finance Committee for taking the time to hear the City 
of Nom e’s concerns on a bill that will negatively impact the finances of the City.

Respectfully,
City of Nome

D enise Michels 
Mayor
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