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CANADA NEEDS AN OCEANS STRATEGY

T here are three compelling reasons
why Canada needs an oceans strategy at this time
in our history.

1 Grehhssedasmeorsaicten-

Canada is a coastal nation bordering
on three oceans, with a longer coastiine than any
other country in the world and the second largest

continental shelf. Our huge offshore gives tremen-
dous natural advantages. The challenge facing
Canada is to build on those natural assets
Canada's 0ceans Sector encompasses a
spectrum of industries and interests which use the
0ceans’ resources — such as fishing, aquaculture,
oil and gas exploration and development, mining,
recreation, Native and Inuit tracitional users. The
sector also includes industries which supply ocean
users with goods and services — shipping, ship-
building, atid a diversified range of highly
specialized science and acvanced technology-
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based industries, such as coastal and ocean
engineering, advanced technology manufacturing,
maring systems and equipment design and
fabrication, oceanographic, hydrographic and
maring environmental services.

The next five years offer important
development opportunities at home and par-
ticularly in export markets around the world for
much of the high-tech oceanic sector,

As coastal states worldwide move to
explore, identify" and exploit their new Exclusive
Economic Zones, an enormous market is already
affecting the fortunes of those private firms with
the faith to invest in export development. Export
markets, however, are extremely competitive,
Other nations with advanced technologies and
services are selling hard too. If Canada does not
capture those opportunities, other coastal countries
will. Moreover, declines in recent years in
domestic oil and gas exploration and development
have triggered severe downtums in some Seg-
ments of the oceanic sector. This strategy for
sustaining development is reguired urgently so
that Canadian industry can capture current and
future export opportunities. The vita), momentum
of the past decade must be preserved and
enhanced.

2 Traeis aurenty albrcedrange gf
federal ccearspaicdes andpagyans
Aramework is nrescidio esuethat
they are coadneied, effedive, and
efficient

The federal government undlertakes
some 75 oceans-related programs through
14 departments, involving more than 13000
person-years and $L3 billion annually (excluding
Maritime Command). (These programs are de-

scribed in detail in the DFO publication "Canada's
Oceans: An Economic Overview and A Quice- to
Federal Government Activities™)

Federal oceans activities can be cate-
gorized according to seven broad functions:
* Marine transport
* Other marine services
* Resource development and management
* Sovereignty’, defence, and law of the sea
* Northern development
* Industrial development, and
* Marine science and technology development.

Each program meets various depart-
mental mandates, but coordination is reqrmd to
achieve broader objectives. This strategy will
enhance cooperation, promote development, and
avoid fragmentation. It provides a framework for
resolving conflicts and trace—offe among compet-
ing uses of our oceans, and for haimonizing
activities flowing from ifferent objectives.

Many elements of the oceanic sector
have untapped potential to apply information-age
technology to the exploitation of oceanic re-
sources, thereby generating economic wealth. The
benefits will be felt not only in the Pacific and
Atlantic regions, hut also in other provinces
whose many oceanic companies are located far
from & sea-coast. Thus, regional economic devel-
opment and international competitiveness will be
enhanced through this strategy’.



The strategy promotes science and
technology as the driving force for economic
activity on the oceans, and is responsive to the
needs of the private sector. It is fully consistent
with InnovAction, the Canadian Strategy for
Science and Technology which was announced by
the Government of Canada earlier this year.

Canadian sovereignty considerations
are central to this strategy’. Many sovereignty-
related incidents occur on the oceans. This
strategy’ signals to Canaclians and foreign coun-
tries Canada’s resolve to assert its sovereignty on
its oceans frontier,



THE OCEANS STRATEGY FOR CANADA

Goals

T.h,e Govemmeir of Canada is com-
mined to achieving four goals chrough its oceans
strategy:

* prosperous, dynamic oceanic industries which
offer secure, steady employment and economic
development benefits, particularty for Canada’s
coastal regjons:

®world-class expertise and capability in oceans-
related science, technology, and engineering,
which together form the basis for future economic
development of the oceans;

©ocean resources and an ocean environment

soundly managed and protected for future genera-

tions of Canadians; and

®assertion and protection of Canada’s sov-
ereignty and sovereign rights o\er its ocean
[BSOUrCES.

To accomplish thes*oa"afeSfJve

gycedeshave been adogB

tum involve a large number
cdetves. The six gro;
) stimulating national-awareness of Canada’s

oceans frontier and its |mp0rttna\t0rour sov-
ereignty and heritage;- .

i) fostering vigorous, internationally competitive
oceanic industries through our industrial develop-
ment. contracting-out, and procurement policies:

i) establishing a legal framework which facllitates
Canada’s ahility" to achieve the objective and goais
of this strategy:

Iv) enhancing Canada's scientific and tech-
nological knowledge and capabilities relating to
0ceans and ocean resources:;

V) conserving and mstaging ~ie living resources
of Canada’s oceans chrough prudent stewardship:
and

Vi) promoting development and exploitation of the
non-living resources of our oceans in an environ-
mentally acceptable manner.

Taken together, the initiatives under
each of these categories constitute the oceans
strategy’ aciondlan. Several of the initiatives
require joint and concerted efforts of severa
Ministers and departments of the Government of

rpyl?’ ward these initiaties
I’GQUII'G ong ilatios .withjncSfery, uni-
yersitjefr—i moeffireius another
ar.c- js)
LS J*



Action Plan

)  Simulating national anareess fCarecks coeansirontierand its inppatance to our

soveEegty adheitege

National Marine Councll

|.n September 1983 a national con-
ference, Oceans Forum, at the Institute of
Oceanographic Sciences at Patricia Bay, BC. had
8s its theme "Issues and Opportunities on the
Oceans Frontier”.

The interests represented at Oceans
Forum included the petroleum exploration and
development industry', fishing, aquaculture, ship-
ping, advanced technology" manufacturing, a wide
range of science-based oceanic services, ship-
building, oceanography and related sciences,

ocean law and federal government departments
with policies and programs involving oceans. The
purpose was to provide industry, academics and
government an opportunity to exchange views
and to begin charting a long-term plan for the
development of Canaca's oceans economy.

After two days of discussions, con-
sensus was reached on the need for a review and
a statement of Canadian oceans policy. While
recognizing the important roles of other depart-
ments, it was concluded that the Department of
Fisheries and Oceans should spearhead develop-
ment of an oceans strata. There was also a



need expressed ro develop a consultative mecha-
nism to provide a voice for oceans interests to
communicate with government and with each
other on oceans—related policies and issues.

An interim, eight—memoer private-
sector group, the Minister's Oceans Group, was
established by the Minister of Fisheries and
Qceans. It was given the task of consulting further
and making recommendations on the scope,
purpose, structure, composition and operation of a
national oceans council,

In response to the recommendations of
the Minister’s Oceans Group, the Minister of
Fisheries and Oceans has established a National

Marine Council. Its mandate is to inform and
advise the Minister on marine issues and oceans
polity, including economic development, science
and technology’, sovereignty, and the environment
as they relate to Canada’s oceans in the short and
long term. The Council will examine oceans-
related isstes, comment on proposed policies and
programs, and provide feedoack and an outside
perspective to the Government. The Council will
serve as a useful forum for communicating and
harmonizing the views of various interests in the
Use. development, management and protection of
Canada’s oceans.

i) FoseingvignaLs intemalanally constive coesricind sties tough aurindustia



Ocean Mapping, Ocean Information
Infrastructure and Ocean R&D

J\ | major initiative under this ap-
proach will invoh'e the Ministers of Fisheries and
Oceans and Energy, Mines and Resources, indus-
try has pointed to the need for a new comprehen-
sive. contracted-out program of ocean mapping,
ocean information ihfastraaure developmenr. and
ocean research and development, strengthening
and building upon established departmental skills;
Further consulationW he requirecfwith industry
on the design and nature of such a program.
Moving forward with such a program is subject to
the availahility of financial resources.

A concerted effort is needed to develop
Canadian knowledge of our ocean, territory and
resources, to strengthen Canadian capability to
operate in the oceans antHo realize the economic
potential of the oceans. The proposed program
initiatives would directly create high-tech jobs in
the Atlantic and Pacific coasts and would forge a
competitive edge for Canada’s oceanic industries to
sustain employment through export opportunities.
Small, dynamic, technologically—oriented fims
would be the main beneficiaries.

The proposed program would have
three components:

* M aceennmggang and exqalaration pro-
gram to provide additional hydrographic and
geoscientific information on Canaga's continental
shelves and deep ocean areas adjacent to Canada:
* \n ae=ninfomation infrastruciure deve-
qaertprogram to provide a more effective
information Service to offshore engineering and
navigation, and to government for more efficient,
targeted accomplishment of government missions:

o M ceeanressachand cedqarentpro-
gram to improve the capability and competi-
tiveness of Canadian industry" while increasing
Canada’s capabilities in ocean resource exploitation
and management.

Ocean Technology Promotion Office

VVxKking together, the Department
of Fisheries and Qceans and the private sector
have developed antf aredevelopmgleading-edge
technologies focf"|flydalizattoft at home and
abroad. HoweverTio secure for Canada the
industriafartd'ecoriomic benefits firm continued
development of the* technologies, an improved
focus sad closer cooperation will be reguired.

To.address the need for better foous
and information sharing, an Oceans Technology
Promotion bffice will be established in the
Department of Fisheries and Oceans to improve
the effectiveness of existing assistance programs
and to maximize tfc*use by the oceanic sector,
The major functions to be undertaken by the
office include:

* providing the private sector with a new window
of access to government for ocean technology”
assistance;

* promoting the use of existing assistance pro-
grams in order to improve their effectiveness with
respect to ocean technology:

* providing information services for applicants,
particularly where more than one federal as-
sistance program needs to be acoessed: and

» facilitating joint-venture arrangements involving
either the private sector (industry and universities)
exclusively, or including the public sector.
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Canada Oceans Act

Implementation of a forward-looking
0ceans management regime to meet national
needs for the rest of this century requires that the
Government establish an appropriate legal founda-
tion to faciitate oceans development. Oceans .
legislation, like the policies and programs which it
supports, is contained in numerous Actsof*
Parliament. Administrative responsibilities are a»
signed to numerous departments and agencies.

A review of existing federal oceans
legislation suggests that changes are required
to strengthen the basis of a number of oceans-
related activities such as marine research and
hydrography.

The Minister of Fisheries and Oceans,
the Secretary of State for External AfFairs and the
Minister of Justice, will give consideration to the
establishment of a GarecaQrearsAct to
consolidate and clarify the legislative basis of this
new oceans strategy. A clarified legal framework
would consolidate a number of pieces of legislation
relevant to the goals of the oceans strategy, and
would simplify day-to-day operations and fecilitate
planning-by industry.

The proposed CaredenLans O
shaeApplication Actaims to make Canadian
law applicable to ofishore areas under Canadian
jurisdiction. It could eventually be consolidated
into @ Ganech QoearsActas an important
instrument of the oceans strategy. The new Act



could also contain a part replacing the Texitorial
SsandAshing Zores Actand provide a legal
basis for a Contiguous Zone or Exclusive Eco-
nomic Zone, if required.

Action Within Canada’s 200 Nautical
Mile Zone

T)Lhe 1980 Urited nations Con-
vention on the Law of the Sea (UNCLOS) was
signed at Montego Bay on 10 December. 1982
When the Convention closed for signature in 1984
it had 130 signatures, including that of Canada.
The Convention Sets out a comprenensive regime
for the regulation of the world's oceans,

Canada has been identified as a major
beneficiary of the Convention. Functionally,
Canada exercises the full range of sovereign rights
and jurisdictions accorded to a coastal state under

the Exclusive Economic Zone regime. These include:
* Fisheries

» Continenal Shelf Resources

* Marine Scientific Research

* Protection of the Marine Environment.

In fisheries, fisneries protection, cus-
toms and excise, shipping, ocean dumping,
pollution protection in Arctic waters, and ol and
gas. inter alia, various Canadian Acts give
domestic legal effect to these rights and respon-
sibilities.

Canada is an active participant in the
work of the Preparatory Commission for the Law
of the Sea, which is engaged in the complex task
of elaborating international rules and regulations
to govern die seabed mining regime. The process
of considering the merits of Canada formally
proclaiming an Exclusive Economic Zone will be
led by the Secretary of State for External Affairs,
the Minister of Justice, and the Minister of
Fisheries and Oceans.

v) Enhenang Gareckis scentific and tedhnalogical knonlecte and capeabliies relating i
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Strengthening The International Di-
mension of Canada’s Ocean Sciences

ver the past century, Canada has
developed substantial capability in many facets of
ocean research, technology and management.
Canada is in a key position, both geographically
and ir. rems of experience, to contrioute signifi-
cantly 0 international issues dealing with coastal
and onshore development. Scientific research has
occupied a leading place in developing Canada's
strengms and capabilities in this regard. If Canada
IS to obtain maximum benefits from its oceans, it
must he assured that its endeavours at sea do not
lack the scientific understanding, support or data
services needed to be successful. A solid scientific
base is needed in order to maintain a stable,
prosperous fishing industry, safe and efficient
shipping to and from our ports, and an offshore
oil and gas industry able to exploit offshore
[ESOUICES,

Federal marine science and technology
activities have evolved considerably over the past
15 yea™. During that period, scientific research
undertaken by the private sector has also
increased significantly.

Federal involvement in technological
Innovaion oceurs through mission-oriented scien-
tific research in feceral laboratories, funding of
University research, various incentive programs
aimed a: private sector innovation, and through
procurement.

Complementary to the direct federal
role in mission-oriented research and develop-
ment. universities play a key role in supplying
highly qualified scientific and engineering person-
nel and n advancing knowledge. Strengthening

existing linkages hetween fegeral agencies and
universities would ensure coorcinated progress on
many aspects of marine science and promote
specialization in maring sciences by universities in
coastal areas. The feceral government, and the
Department of Fisheries and Oceans in particular,
recognizes the need to quide and assist basic
research activity related to oceans, and to play an
active role in fostering the university component
of such research.

In this context, a policy will be
developed on Canadian involvement in interna-
tional marine science, including a mechanism to
bring together feceral," university, and other
Interests, which would sustain Canadian visibility’
and Canada’s international reputation for scientific
excellence.

North Pacific Science Organization

T.he International Council for the
Exploration of the Sea has proved an effective
forum for stimulation and international coordina-
tion of marine science in the North Atlantic. A
comparable govemment-to-govemment body is
needed to provide a forum to catalyze and
coordinate marine science in the North Pacific.
Preliminary discussions with foreign governments
have revealed considerable international support
for stich a scientific forum, independent of existing
fisheries commissions. Further discussions and
consultations will be undertaken with interested
governments to work towards the establisnment of
such an international forum.



Coordination of the Oceans Strategy
with the Canadian Strategy for
Science and Technology

!lz—zarlier this year, the Government
adopted the Canadian Strategy’ for Science and
Technology’. It recognizes the importance of
science and technology as essential to economic,
social and cultural development within Canada
and to international competitiveness. The action
plan of the oceans strategy will be fully coord-
nated with the Canadian Strategy for Science and
Technology which responds to international com-
petitive challenge and demonstrates federal lead-
ership and commitment to science and
technology.

The Interdepartmental Committee on
Oceans

Coordination of ocean activities of
the Government of Canada is faclitated through a
newly established mechanism, the Intedepartmen-
tal Committee on Oceans (ICO). The ICO is chaired
by the Deputy Minister of the Department of
Fisheries and Oceans, and has representation from
all departments with oceans programs, as well as
from those departments requiring services from
such programs. The importance of ensuring the
coordination of federal policies and programs
involving oceans was recognized by assignment
of a strong mandate to the ICO. The mandate is
intended to raise the profile of the government's

12

oceans-related efforts and to ensure achievement

of the government's objectives in the following

areas:.

* Sovereignty and sovereign rights in the offshore;

» economic viahility of the fishing industry’;

* conservation of living marine resources;

» offshore resource exploration and exploitation;

» the dew’opment of a viable oceanic manufac-
turing and services industry which is competi-
tive in world markets;

» the protection of aquatic environments; and

* climate and weather prediction.

Marine Science Plan

~ A 1 coordlinated marine science
effort will improve the government's ability to
anticipate future oceans-related problems hefore
they become crises. The ICO will develop a multi-
year marine science plan for the federal govern-
ment. The plan will organize information on
existing and proposed marine science programs
and relate those programs to priorities of the
government and the missions of line: departments.
[t will also consider opportunities for cooperation
in the marine science activities of foreign countries
and international organizations.
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Plastic Debris and Driftnets in the ‘there, are basically two problems. One

Oceans IS general itter coming from a variety of sources,
including municipalities and the general public.
The other is plastic debris from specific sources,

Bllastic trash is one of te major suich as fishing nets and gear from commercial

marine pollution problems of the 1980 Aban-  and recreational fishing boats, recreational boaters,

doned fish netting is a major source of the commercial shippers, etc.

problem, but plastic packing bands, synthetic An effective solution requires that

ropes and a wide variety of non-degradable plastic  offenders know the magnitude of the problem

itter also create serious hazards, particularly they create o that corrective measures can be

degradation of habitat. Fish, marine mammals and  implemented.
se birds are being killed in increasingly large

numbers, either by ingestion of plastic particles or

by entanglement in plastic debris stich as

discarded fishing nets.



Concerted efforts led by the Ministers
of Fisheries and Oceans, Transport, and the
Environment, in consultation with other Ministers,
will lead to the implementation of action plans to
address the problem of the discard of fishing nets
and gear at sea. and to deal with the more
general problem of plastic debris in the oceans.
Efforts may include consultations hilaterally as
well as through multilateral organizations such as
the International North Pacific Fisheries Commis-
sion and the London Dumping Convention.

Arctic Marine Conservation Strategy

I"ecognizing the uniqueness of the
Arctic, and in @ manner complementary to the
conservation strategies currently being developed
(namely, the Yukon Conservation Strategy’, the
NWT Conservation Strategy and the Inuit Regional
Conservation Strategy), a public discussion pacer
with respect to an Arctic Marine Conservation
Strategy will be released by the Minister of
Fisheries and Oceans in the coming months.

This discussion paper will continue the
extensive process of consultation with all the
various interests including Native and Inuit
organizations, environmental groups, industry’
representatives, and provincial/territorial govern-
ments which are affected by the strategy.

Vi) Poingcevdqarertandexplataion ofthe norHving resources ofouracsars inan
enviamaniafy-acogdade mame



The Frontier Geoscience Program

1he Minister of Energy, Mines and
Resources will report to Cabinet in 1989 on the
accomplishments of the first five years of the
long-term Frontier Geoscience Program, and re-
view options to modify and strengthen the
oceans-related components of that program.

Ocean Mining

-E]e Minister of Energy, Mines and

Resources will continue to develop, in conjunction
with other Ministers and the Provinces, a reg-
ulatory framework for ocean mining.

15

CONCLUSION

-B? policy has been adopted by the

Government of Canada to provide a broad
framework for developing the aceans economy in
an environmentally sound manner, strengthening
science and technology-based oceanic industries
and asserting Canadian sovereignty over our
oceanic territory. This booklet has been published
to inform Canadians of what the Government is
doing to put such a framework in place.

The Minister of Fisheries and Oceans is
charged with the responsibility of coordinating the
action plan to implement the oceans strategy. The
Minister will lead the process of consuitation with
all parties with an interest in the full development
of the oceans economy.

The three oceans of Canada play a
critical role in the country’s economy, sovereignty,
and national character. The Government is deter-
mined to work diligently with all interests to meet
the boundless challenges and opportunities in
Canada’s oceans for the benefit of all Canadians.
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Acordance With-uniform rule 23
FURTHER:FINANCE

**FISCAL NOTE(S) ATTACHED
IN ACCORDANCE WITH AS 24.08.035

(see below)

1/12/88 DATE TURNED INTO OFFICE
Mr. President:

C&RA Committee considered SB 337

amending notice requirements relating to the municipal
assistance program; efd

and recommended:

111 B 01 same title

[X] replace with CS -U.
[1 new title

[ 1 attached amendment(s) and
[ 1 do pass
[ ] do not pass
[ 1 no recommendation
[ 1 individual recommendations

[ 1 further referral to

[ 1 letter of intent adopted and attached

** Committee [ ] attached or [ ] adopted fiscal note(s)
[ 1 zero [ 1 fiscal impact

PASS OTHER RECOMMENDATIONS

Chairman signature®) and recommendation
[ 1 Committee Backup Attached
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Original sponsor: Jones

BY THE COMMUNITY AND REGIONAL

IN THE SENATE AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 337 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act amending notice requirements relating to the

municipal assistance program; and providing for an

effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.60.370(b) is amended to read:
() The intent of (a) of this section 1is that a municipality

that levies property taxes reduce those levies in reasonable propor—

tion to the amount of increased state aid received by the municipal—

ity. [THE GOVERNING BODY OF EACH MUNICIPALITY SHALL FURNISH A NOTICE
WITH EACH TAX STATEMENT DESCRIBING ITS USE OF THIS STATE AID.]

* Sec. 2. AS 29.60.370 1is amended by adding new subsections to read:

©) The governing body of a municipality with a population of
20,000 or more that leviesa property tax shall furnish a notice
describing use of thestate aidprovided under (a) of this section.

Notice under this subsection shall be provided by furnishing a copy of

the notice with each tax statement mailed for the fiscal year for

which aid 1is received.

()] The governing body of a municipality with a population of
less than 20,000 that levies a property tax shall furnisha notice
describing use of thestate aidprovided under (a) of this section.
Notice under this subsection shall be provided

(1) by Tfurnishing a copy of the notice with each tax state—

ment mailed for the fiscal year for which aid is received; or

(2) by publishing in a newspaper of general circulation in

-1- CSSB 337 (C&RA)



1 the municipality a copy of the notice once each week for three succes—
sive weeks, with the first publication to occur not later than 45 days
after the final adoption of the municipality®s budget.

4 * Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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5-13708B
Chenoweth
3/10/88
Original sponsor: Jones
BY THE COMMUNITY AND REGIONAL
IN THE SENATE AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 337 (C&RA)
IN TKS, LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act tntitled: "An Act amending notice requirements relating to the
municipal assistance program; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.60.370(b) 1is amended to read:

(b) The intent of (a) of this section is that a municipality
that levies property taxes reduce those levies in reasonable propor—
tion to the amount of increased state aid received by the municipal —
ity. [THE GOVERNING BODY OF EACH MUNICIPALITY SHALL FURNISH A NOTICE
WITH EACH TAX STATEMENT DESCRIBING ITS USE OF THIS STATE AID.]

* Sec. 2. AS 29.60.370 1is amended by adding a new subsection to read:

(c) The governing body of a municipality that levies a property
tax shall furnish a notice describing use of the state aid provided
under (a) of this section. Notice shall be provided

(1) by furnishing a copy of the notice with each tax state—
ment mailed for the fiscal year for which aid is received; or

(2) Dby publishing in a newspaper of general circulation in
the municipality a copy of the notice once each week for three succes—
sive weeks, with the first publication to occur not later than 45 days
after the final adoption of the municipality®™s budget.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

Kaiai-C.

-1- CSSB 337 (C&RA)



Magfea !?7t«te legislature

ARLISS STURGULEWSKI, Chairman P.0. BOX V
TIM KELLY, Vir- Chairman JUNEAU, ALASKA 99811
RICK HALFC.-fU (907) 465-4989

MIKE SZYMANSKI
FREDZHAROFF

Senate

Community antr “eg;ionat Affairs Committee

March 14, 1988
TO: Senate Community and Regional Affairs Committee Members

FROM: Senate C&RA Staff/yra”

RE: CS for SB 337 (C&RA) - "An Act amending notice requirements
relating to the municipal assistance program."”

At the lasr meeting, the committee considered this bill.

Progress stalled over discussion of a population threshold below
which the new language would apply. The new CS would allow the
alternate use of notification to taxpayers by advertisements in
newspapers in municipalities with populations under 20,000.

Municipalities with populations greater than 20,000 would
continue to be require! to furnish notification of the use of
state aid to each taxpayer.
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Original sponsor: Jones

BY THE COMMUNITY AND REGIONAL

IN THE SENATE AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 337 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act amending notice requirements relating to the
municipal assistance program; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.60.370(b) 1is amended to read:

(b) The intent of (a) of this section is that a municipality
that levies property taxes reduce those levies in reasonable propor—
tion to the amount of increased state aid received by the municipal —
ity. [THE GOVERNING BODY OF EACH MUNICIPALITY SHALL FURNISH A NOTICE
WITH EACH TAX STATEMENT DESCRIBING ITS USE OF THIS STATE AID.]

* Sec. 2. AS 29.60.370 1is amended by adding new subsections to read:

(©) The governing body of a municipality with a population of
20,000 or more that levies a property tax shall furnish a notice
describing use of the state aid provided under (a) of this section.
Notice under this subsection shall be provided by furnishing a copy of
the notice with each tax statement mailed for the fiscal year for
which aid 1is received.

(@ The governing body of a municipality with a population of
less than 20,000 that 1levies a property tax shall furnish a notice
describing use of the state aid provided under (a) of this section.
Notice under this subsection shall be provided

(1) by furnishing a copy of the notice with each tax state—
ment mailed for the fiscal year for which aid is received; or

(2) by publishing in a newspaper of general circulation in

-1- CSSB 337 (C&RA)
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ARLISS STURGULEWSKI. Chairman P.O0. BOX V
TIM KELLY. Vice Chairman JUNEAU. ALASKA 99811
RICK HALFORD (907) 465-4989

MIKESZYMANSKI
FREDZHAROFF

Senate

Community anti Regional $ffmrf Committee

March 10, 1988
TO: Senate Community and Regional Affairs Committee Members
FROM: Senate C&RA Staff

RE: CS for SB 337 (C&RA) - "An Act amending notice requirements
relating to the municipal assistance program."”

Existing law requires municipalities which levy a property tax to
include a statement of how state aid is used with each tax
statement. SB 337 will allow the alternative use of newspaper
advertisements to give the same message. The proposed CS
clarifies that this applies only to communities that levy
property taxes.

The bill is supported by Community and Regional Affairs, who
suggested the proposed change. The bill is also supported by the
Alaska Municipal League, the City of Wrangell, and the City of
Petersburg. The bill has a zero fiscal note.
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/
OFF/CE OF THE COMMISSIONER J

January 21, 1988
POSITION PAPER

RE: Senate Bill 337

SPONSOR: Senator Jones

Program Effects of Bill

Under existing law, municipalities which 1levy a property tax
must furnish a notice of the use of increased state aid received
under the Municipal Assistance Program by including a statement

of how the aid was wused with each tax statement. This bill
would allow such notice to be given alternatively by publication
in a newspaper of general circulation in the municipality. This

amendment would not have a fiscal effect on the program.

Comments *

The Department supports the bill, with one minor proposed change

to make it consistent with the coverage of the existing

requirement, as described below. The required notice was not a
significant 1issue 1in the past because the requirement 1is not

made a condition of receipt of municipal assistance

entitlements. However, with the adoption of the state single,
audit regulations, failure to comply with the municipal

assistance notice requirement gave rise to an audit finding of

non-compliance for a municipality if it failed to meet the

requirement.

The requirement in its present form has caused problems because
it does not give the option of publication in a local newspaper,
which is allowed for the revenue sharing taxpayer notice.
Strict compliance with the municipal assistance requirement of
furnishing the notice with the tax statements has created
hardship for municipalities in the following ways:

- inability to determine the amounts to be reported in
time to include it with the tax statement;

21-P1LH
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- confusion over what the tax notice should 1include;

- confusion between the municipal assistance and revenue
sharing requirements;

- hardship from interruption of automated tax statement
procedures to include municipal assistance notice by hand; and

- difficulty 1in vreporting by a city within a borough,
where the city levies a separate tax, but the tax administration
(including distribution of tax statements) and collection is by
the borough.

The proposed bill, which would allow giving notice through
publication in a local newspaper, 1in the manner of the revenue
sharing taxpayer notice requirements at AS 29.45.020(b), would
alleviate these problems and still serve the objective of the
law of giving notice to residents of the direct benefits of the
state assistance that they have received.

It should be noted that the department has 1interpreted this
requirement to apply only to those municipalities which levy a
property tax, as those are the only ones which distribute a tax
statement. The department suggests that the language 1in the
bill clarify this point by adding language which would make this
requirement applicable to municipalities that levy a property
tax. To extend the requirement to all municipalities would
greatly expand the coverage of the requirement with potential
hardship to smaller municipalities which do not have ready
access to a newspaper of general circulation.
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TELEPHONE
. 105 MUNICIPAL WAY, SUITE 301
(607) 566-1325 JUNEAU, ALASKA 99801

TO: Senator Arliss Sturgulewski, Chair
Members of the Senate Community and Regional Affairs Commitee

FROM: Scott A. Burgess, Executive Director ™ —-————-
DATE: February 17, 1988

SUBJECT: SB 337 - Taxpayer Notice

On behalf of its 135 member municipalities, the Alaska Municipal League
supports SB 337 allowing the options of individual notice or newspaper
notice to taxpayers regarding municipal assistance program payments.
This legislation will provide consistency within the Statute (Title 29)
and substantial savings of time and money for the municipalities and
the taxpayers while meeting the intent of adequate notice.

Amending AS 29.60.370 as proposed by SB 337 will bring it into confor—
mance with AS 29.45.020. Taxpayer Notice (a). Publication in a 'news—
paper of general circulation may be much more efficient than indivi—
dual notices for some municipalities who choose that option and,

therefore, less expensive. An added benefit of the newspaper notice

is informing non-taxpayers the cost of government and the amount of
state assistance.

I do not know if the inconsistency between the two sections is inten—
tional or a result of the fact that municipal assistance wuse tc be
addressed in Title 43 under the Department of Revenue before it was
brought under the Department of Community and Regional Affairs and
Title 29 under the "Title 29 Rewrite" legislation in 1985. The subject
section does deal with "Increased Assistance" but that does not seem to
tical to not allowing the option, and, unfortunately, municipal
ecance has not increased in several years! Adequate notice> cCoii-
-.ncv and some cost savings would be achieved with the passage of SB

337.

Again, the Alaska Municipal League supports SB 337 and the taxpayer
notice options it would allow or clarify.

SAB:phi

cc: Senator Lloyd Jones

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



CITY of WRANGELL, ALASKA

INCORPORATED JUNE 15. 1903

BOX 531, 99929 (907)874-2381

ADOPTED AUGUST 1972

January 20, 1988

Senator Lloyd Jones
Alaska State Legislature
P. 0. Box V M/S 3100
Juneau, Alaska 99811

RE: Senate Bill No. 337, Municipal Assistance
Amending Notice Requirements

Dear Senator Jones:

The City of Wrangell supports Senate Bill No. 337 which would
amend the municipal assistance notice requirements.

We do not object to providing notice to the public of the use

of municipal assistance funds, however, we do object to the
manner in which the notice is given. The present notice re—
quirements 1in AS 29.60.370(b) provides that notice be furnished
with each (property) tax statement. This requirement not only
increases the costs of preparing and mailing statements, it can
be next to impossible when statements are prepared on a computer
in sealed mailing envelopes. In addition, this manner of re—
porting reaches a select group of the public (taxpayers) when it
appears the notice should be given to the general public. This
amendment would not only provide notice to a greater number of
people, it would also reduce costs.

Your continued support of this amendment will be appreciated.

Joyce Rasler
City Manager



January 26> 1988

Senator Lloyd Jones
Room 9 Capital Building
P. 0. Box V

Juneaui Ak. 99811

RE: Comments on Senate Bill 337

Dear Senator Jonesi

| have recently spoken with members of your staffconcerning the proposed

legislationi Senate Bill 337. My staff andl strongly  support the action of
this bill which would allow municipalities to notify taxpayers via local
newspapers of the wuse of Municipal Assistance revenues rather than having to
enclose this notice with the tax statements.

Some of the problems encountered in complyin%with the current law is that these
revenues are r>t received until mid-June. he law does not state specifically
but we have assumed that current revenues are the ones that should be addressed
in the notice. ~ When these revenues aren’t received until so late in the fiscal
year they are usually a part of our balance forward monies and are utilized in
the next fiscal year. At this point) the budget for the new year may or may not
be finalized) therefore it becomes a real time crunch to assemble and have

Brmted accurate information for the taxpayer.  Then these notices have to also
e enclosed with tax statements which must be mailed by July 1. Theprovision
of bein% able to print this notice in a local paper and within a given amount of
time following the mailing of the tax statements would (?|vemun|0|pal|t|es the
time needed to correctly assess the information needed and to sendthe paper

this notice.

It would be helpful if there could be some clarification as to what the content
of this notice should be.  There is no mention in AS29.60.350—.375 that these
revenues have any special use requirements other than in Sec. 29'60'370(% which
states "the intent is to reduce tax levies”. It then goes on to state that the
notice should "describe the use of this increased aid™. In our municipality)
property tax is a part of our general fund revenues and as such are used for
general government operation. ~ If the intent of mummﬂal ~assistance is to
reduce ta* levies then that money also hecomes a part of the CIt¥_'S operation of
general government and as such would have no specific identifiable use. The



Senator Jones
Page 2

term "increased aid" is also hard to positively interpret. Does this mean the
total municipal assistance revenues received or the difference between the base

amount of assistance(1978) and the current receipts?

One last comment in favor of being able to publish the notice in the newifa er.
Ue received a lot of questions from the public on the notice that we included in
the tax statements. They were confused as to what to do about or with it. Even
though it was titled "Notice To Taxpayer™ and mentioned that it was "to inform
the ~taxpayer of the use of monies received from the State for municipa

assistance” people still felt that there was something that they needed to do
about it but didn't know what. Being able to publish the notice would certainly

help this situation.

| appreciate this opportunity to comment on this legislation.

Sincerely .

Jodell Jones> City Treasurer



TELEPHONE
105 MUNICIPAL WAY, SUITE 301
(307) 586-1325 JUNEAU, ALASKA 99801

TO: Senator Arliss Sturgulewski, Chair
Members of the Senate Community and Regional Affairs Commitee

FROM: Scott A. Burgess, Executive Director”® ————-— z?
DATE: February 17, 1988

SUBJECT: SB 337 - Taxpayer Notice

On behalf of its 135 member municipalities, the Alaska Municipal League
supports SB 337 allowing the options of individual notice or newspaper
notice to taxpayers regarding municipal assistance program payments.
This legislation will provide consistency within the Statute (Title 29)
and substantial savings of time and money for the municipalities and
the taxpayers while meeting the intent of adequate notice.

Amending AS 29.60.370 as proposed by SB 337 will bring it into confor—
mance with AS 29.45.020. Taxpayer Notice (a). Publication in a "nhews—
paper of general circulation may be much more efficient than indivi—
dual notices for some municipalities who choose that option and,

therefore, less expensive. An added benefit of the newspaper notice

is informing non-taxpayers the cost of government and the amount of
state assistance.

I do not know if the inconsistency between the two sections is inten—
tional or a result of the fact that municipal assistance use to be
addressed in Title 43 under the Department of Revenue before it was

brought under the Department of Community and Regional Affairs and

Title 29 under the "Title 29 Rewrite" legislation in 1985. The subject
section does deal with "Increased Assistance" but that does not seem to
be critical to not allowing the option, and, unfortunately, municipal

assistance has not increased in several years! Adequate notice, con—
sistency and some cost savings would be achieved with the passage of SB
337.

Again, the Alaska Municipal League supports SB 337 and the taxpayer
notice options it would allow or clarify.

SAB :phi

cc: Senator Lloyd Jones

MEMBER OF THE NATIONAL LEAGUE Q0'7CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES
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March 10, 1988
TO: Senate Community and Regional Affairs Committee Members
FROM: Senate C&RA Staff

RE: SSSB 357 - "An Act exempting certain utilities with no
more than 100 subscribers from regulation by the Alaska Public
Utilities Commission or a municipality and providing that the
most extensive exemption from regulation applies when more than
one exemption is applicable to a utility.”

This bill has a long title and short body. There are only two
items to explain that the title does not address. First, the
bill applies only to gas utilities and second, the bill allows
the utility subscribers to petition the APUC for regulation if
they desire.

The bill has a zero fiscal note. In thT racket is a memo from
Senator Faiks, a position paper from t " TC, the relevant
statutes, a letter from the North Sloj _cjgh, anda letter

from Norgasco, the company that would affected.
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FISCAL NOTE

REQUEST:
Revision Date: Agency Affected: Conmerce & Economic Development
Title: Exempting utilities with no more BRU: ABUC
than f100 Sl._JbSCFibeI"S from regulation
Sponsor: Faiks - Components : Operations
Requestor:
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 Fy 91 FY 92 FY 93
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL n .0 o8] 0 0
CONTRACTUAL n n n . 0 a 0
SUPPLIES 0 n n n n n
EQUIPMENT n n
LAND & STRUCTURES B 8 0 6
GRANTS, CLAINMS n n n Q 0 0
MISCELLANEOUS 0 n n 0 0 0
TOTAL OPERATING ) 0 0 0 0 0

CAPITAL 0 0 0 0 ““5 0

REVENUE 0 0 0 0 0 0
FUNDING: (Thousands ofDollars)

GENERAL FIND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 n 0 0o . 0 0
TOTAL o N— 0 Q 'D n n
POSITIONS:

FULL-TIME 0 0 0 0

PART-TIME n n 0 n n n
TEMPORARY . n 0 0 . o 0

/ANALYSIS :  (Attach aseparate page ifnecessary)

Y fJ if enacted, this hill appears only to impact one specific gas distribution service
area application currently pending and it is not anticipated to generate any long

term workload reduction.

Preparedby: T.S. Moninski. 11 Executive Director phone. 276-6222

Division. Alaska Public Utilities Commission Da[e. 2/23/88
Approved by Co....nissioner? r Date: ,
Agency: Commerce & Ecohomic Developnfent 1

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget " i
Impacted AGENCY(1S)——— === === === oo m oo Pa8c —-—-- of -



Alaska State Legislature
SENATE P.0. Box v

State Capitol

Office of the President Juneau, Alaska 99811
MEMORANDUM
March 3, 1988
TO: Senator Arliss Sturgulewski, Chairman

Community and Regional Affairs Committee

FROM: Senator Jan Faiks
President of the Senate

SUBJECT: SSSB 357 "An Act exempting certain utilities with no more
than 100 subscribers from regulation by the Alaska
Public Utilities Commission or a municipality and
providing that the most extensive exemption from
regulation applies when more than one exemption 1is
applicable to a utility."

As you know, most utilities operating in the State of Alaska are subject
to regulation by the Alaska Public Utilities Commission (APUC).

However, AS 42.05.711 provides for various types and sizes of utilities
to be exempted from regulation.

SSSB 357 extends this exemption to certain gas distribution utilities.
It provides that a gas distribution utility that has no more than 100
subscribers, all of whom are commercial subscribers, 1is exempted from
regulation by the APUC. However, a majority of the subscribers may
petition the APUC for regulation if they so desire.

The purpose of this legislation is to facilitate the construction of a
gas distribution system in Deadhorse. The construction of a gas
distribution utility in that town has substantial public benefit. Over
40 construction workers will be required to build the system, and six to

eight to operate it once it is completed. The state will receive in
excess of $20,000,000 from royalties alone over the life of the
project. Pollution from the many diesel generators which currently

supply power in Deadhorse will be reduced.

A problem with requiring APUC regulation of this project 1is financing.
The project would only serve 40 to 50 customers, all of whom are in an
economically distressed industry. Banks view this as a high risk
project, which requires the system builders to seek venture capital.
These investors do not consider the potential return on a utility
regulated by the APUC to outweigh the downside risk of project failure.



in the other situations where APUC regulation does not
the public benefits

if

In this case, as
occur except by petition of the utility customers,

of regulation are outweighed by the benefits which would result only
regulation 1is waived.

Please contact my office if you have any questions or comments.



V
.1 Alaska Public Utilities Commission
et Comments on SS for SB357
e (s February 22, 1988
[} t"v

Under SS for SB357, gas distribution utilities serving
. fewer than 100 commercial customers would be exempt from cer-
" f tification and economic regulation by the Commission unless the
e v’f subscribers elected to be regulated. The Commission is not aware
“ L of any compelling reasons for exempting a special class of gas
distribution utilities from regulation while fully regulating all

ifi ° other gas distribution utilities. The Commission also believes

o that commercial customers 1in groups of less than 100 are entitled
to the same level of public protection as residential customers
and as commercial customers 1in groups of more than 100. In addi —

tion, there are some unique safety considerations associated with
natural gas service, which would not be monitored under the pro—
posed exemption scheme. (See 3 AAC 52.010 - .080.)

The Legislature should also be aware that SS for SB357
directly affects a proceeding currently pending before the Com—
mission. One company (Norgasco, 1Inc..) has filed an application
to provide gas distribution service o commercial customers in
the Prudhoe Bay/Deadhorse area and has requested that it be ex—
empt from economic regulation. Three other companies (Arctic
Utilities, Inc.; D.J. Moore Corp.; and North Slope Gas Coopera—
tive, Inc.) have indicated that they intend to file applications
to provide the same service in the same area. The initial appli—
cant and potential competing applicants are currently in the pro—
cess of completing or filing their certification documents, so
the Commission can proceed to decide the case.

In addition, the Commission has received a letter (copy
v % attached) from the North Slope Borough, one of the prospective
T #e customers of the proposed gas distribution utility, stating that:

&8 v Jov\T

There is a legitimate public interest concerning the rates,

Vv " guality of service, management practices, and customer com-—
plaints associated with the operation of a natural gas
utility in Deadhorse. For this reason t ie Borough feels

W that Norgasco, Incorporated should be subject to all
M- ey appropriate regulations governing the certification and

operation of a natural gas utility.



Thus, 1if this legislation is passed, the established
Commission procedure of evaluating competitive applications to
determine which company is the most fit and able to serve an area
would be interrupted. Instead, any or all of the potential gas
distribution utilities would be free to enter the market under
terms, conditions; and rates that would not be subject to regula-—
tory oversight unless the subscribers petitioned for a regulation
election. The Commission does not bel,i«ve that this approach 1is
in the public interest? specifically, it cannot assure that the
best company is necessarily the one which serves the area; it
allows for potentially uneconomic duplication of facilities by
two or more providers; and it gives commercial customers a
second-class level of protection from monopoly or oligopoly pric—

ing practices.

If, however, this bill is endorsed by the Legislature as
good public policy, the Commission suggests that the reference to
"esubscriber petitions” be modified for clarification and for con-—
formance with other exemptions in AS 42.05.711. Thus, the exemp—
tion would state "unless 25 percent of the subscribers petition
the commission for regulation under the procedure described in

AS 42.05.712."



Register 100, January 1987 COMMERCE AND

CHAPTER 52.
OPERATION OF PUBLIC UTILITIES

Article

1. Gas Utilities
(3 AAC52.010-3 AAC 52.080)

2. Allocation of Facilities and Services
Between Competing Electric Utilities
(3 AAC 52.110-3 AAC 52.150)

3. Telephone Utilities
(3 AAC 52.200-3 AAC 52.340)

4.  Electric Utilities
(3 AAC52.400-3 AAC 52.500)

ARTICLE 1
GAS UTILITIES

Section

10.  Application

20.  Compliance with Minimum Federal
Safety Stnndards for Gas Lines

30.  Records, reports and inspection for
compliance

40.  Pipeline locating service

50. (Repealed)

60. Record of nonschcduled interruptions

70.  Accidents or incidents

80. Definitions

3 AAC 52.010. APPLICATION, (a) 3 AAC
52.010 - 3 AAC 52.080 of this chapter apply to
all utilities either now or hereafter subject to the
regulatory jurisdiction of the Alaska Public
Utilities Commission.

(b) Upon acceptable showing by a utility, the
commission may waive, as to that utility, the
provisions of any regulation in 3 AAC 52.010 -
3 AAC 52.080 or any provision of the Minimum
Federal Safety Standards for Gas Lines with
approval of the Secretary of Transportation.

(c) No utility may deviate from the regulations
in 3 AAC 52.010 - 3 AAC 52.080 or the
standards cited in (b) of this section without the
commission’s prior written approval.

(d) If nonjurisdictional entities at their discre-
tion elect to conform to 3 AAC 52.010 - 3
AAC 52.080, the commission will cooperate
with them in maintaining records and developing

ECONOMIC DEVELOPMENT

3 AAC 52.010
3 AAC 52.020

procedures to enhance the public safety. (Eff.
2/21/69, Reg. 30; am 1/13/73, Reg. 44)

Authority: AS 42.05.141 AS 42.05.691
AS 42.05.151 AS 42.05.711
AS 42.05.541
3 AAC 52.020. COMPLIANCE WITH

MINIMUM FEDERAL SAFETY STANDARDS
FOR GAS LINES. Each utility shall construct

3-112.14
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Register 90, July 1984

and maintain gas transmission and distribution
facilities in accordance with the Minimum
Federal Safety Standards for Gas Lines, as
defined in 3 AAC 52.080(c). (Eff. 2/23/69, Reg.

30; am 1/13/73, Reg. 44)
Authority: AS 42.05.291

3 AAC 52.030. RECORDS, REPORTS, AND
INSPECTION FOR COMPLIANCE, (a) Each
utility shall establish and maintain records, make
reports and provide information required by the
commission to enable it to determine whether
the utility has acted or is acting in compliance
with the Natural Gas Pipeline Safety Act of
1968 and the standards adopted in 3 AAC
52.020. The records, reports and information
shall be kept in accordance with AS 42.05.491.

(b)  Each utility shall file with the commission

a plan for inspection and maintenance of each
pipeline facility owned or operated by the
utility, and any changes in the plan. If the
commission finds that the plan is inadequate to
achieve safe operation, the commission shall,
after notice and opportunity for o nearing,
require the plan to be revised. (Eff. 2/21/69,
Reg. 30:am 1/13/73, Reg. 44)
Authority: AS 42.05.141
AS 42.05.461
AS 42.05.501

3 AAC 52.040. PIPELINE LOCATING SER-
VICE. Each utility shall offer “line locating”
service to any individual or utility requiring such
service. The utility shall make a reasonable
effort to assure that the availability of this
service is made known throughout its area of
operation. If a charge is made for this service, it
shall be based on the cost to the utility of the
personnel required to operate the equipment
and shall not afford the utility any allowance
for the utilization of equipment. (Eff. 2/21/69,
Reg. 30; am 1/13/73, Reg. 44)

Authority: AS 42.05.291

3 AAC 52.050. DISTRIBUTION PIPELINE
MAINTENANCE. Repealed 1/13/73.

3 AAC 52.060. RECORD OF NON-
SCIIEDULED INTERRUPTIONS. Each gas
utility shall keep a record of each nonschcduled
interruption to service, showing the location,
date, time, duration and cause of each interrup-
tion. This record shall be retained by the utility

1 H | ir-

COMMERCE AND ECONOMIC DEVELOPMENT

fiTFp~AN.VAIrny

7o i 1

3 AAC 52.020
3 AAC 52.080

for three years and may be inspected by any
person after meeting the requirement of AS
42.05.440. (Eff. 2/21/69, Reg. 30; am 1/13/73,

Reg. 44)
Authority: AS 42.05.141

3 AAC 52.070. ACCIDENTS OR INCIDENTS,
(a) Each utility shall cooperate with the com-
mission to promote a reduction in hazard within
the industry and to the public.

(b) Each utility shall report each accident
immediately by the most expeditious means
available, preferably by telephone or in person,
to the commission at the commission’s office in
Anchorage, Alaska, or to a person designated by
the commission. The notification shall include
the location and time of the accident, a brief
description of what occurred, and names of the
individual(s) in charge of the repair operation
and the individual(s) to be contacted by the
commission for additional information.

(c) A written re/ort of each accident shall be
filed with the commission within 20 days after
each accident. The report shall be made on the
commission’s  “Gas  Distribution  Pipeline
Accident or Incident Report” form or the
United States Department of Transportation’s
Form DOT-F-7100.2 for transmission and
gathering systems. If the accident investigation is
not completed within the 20-day period, the
utility shall file an additional written report with
the commission upon the completion of the
investigation and a written report of the progress
of the investigation every 90 days until the in-
vestigation is complete. (Eff. 2/21/69, Reg. 30;

am 1/13/73, Reg. 44)
Authority: AS 42.05.141

AS 42.05.291

3 AAC 52.080. DEFINITIONS. Unless the
context indicates otherwise, in 3 AAC 52.010 -
3 AAC 52.070

(1) *“accident” means an accident or incident
occurring in the state involving escape of gas
from gas gathering, transmission or distribution
facilities resulting in personal injury requiring
hospitalization, fatality, or property damage
exceeding $1,000;

(2) "commission” means the Alaska Public
Utilities Commission;
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Register 90, July 1984

(3) “Minimum Federal Safety Standards for
Gas Lines” or “standards” means the Minimum
Federal Safety Standards for Transportation of
Natural Gas and other gas by pipeline, 49 C.F.R.
Part 192, revised as'of January 1,1972. A copy
of these standards may be obtained from or re-
viewed at the commission office located in
Anchorage, Alaska; and

(4) “utility™ means a public utility that
owns, operates, manages or controls a plant or
system of facilities used for the transmission or
distribution of natural or manufactured gas or
other inflammable gas, to the extent such
system plant or facilities are included in the
term  “public utility” as defined by AS
42.05.701. (Eff. 2/21/69, Reg. 30; am 1/13/73,
Reg. 44)

Authority: AS 42.05.141
AS 42.05.291
AS 42.05.701

ARTICLE 2.
ALLOCATION OF FACILITIES AND
SERVICES BETWEEN COMPETING

ELECTRIC UTILITIES

Section

110.  Purpose

120.  Authority to construct facilities or
serve customers

130.  Hearing

140.  Appeals

150.  Definitions

3 AAC 52.110. PURPOSE. The purpose of
3 AAC 52.110-3 AAC 52.150 is to prevent
duplication of electric facilities and services in
those geographical areas of the state in which
two or more electric utilities compete. (Eff.
8/11/76, Reg. 59; am 6/29/84, Reg. 90)

Authority: AS 42.05.141
AS 42.05.151
AS 42.05.221

3 AAC 52.120. AUTHORITY TO CON-
STRUCT FACILITIES OR SERVE CUS-
TOMERS. (a) No electric utility operating
in direct competition with one or more electric
utilities within the same geographical area may
construct or install electric facilities or provide a
service connection for a customer located within
d disputed service area without the approval of
the commission.
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3 AAC 52.080
3 AAC 52.130

(b) The commission will grant approval to
provide a service connection for a customer
located within a disputed area if

(1) the utility requesting approval receives
the concurrence of the competing utility and
submits to the commission a signed "Waiver of
Objection” on a form provided by the com-

mission; or

(2) a determination is made by the com-
mission, after hearing, that one or the other
of the utilities is the appropriate one to provide
the service. (Eff. 8/11/76, Reg. 59)

Authority: AS 42.05.151(a)
AS 42.05.221(d)

3 AAC 52.130. HEARING, (a) If an applicant
utility is unable to obtain concurrence from a
competing utility, the commission will appoint a
member of its staff as an examiner to conduct a

hearing.
(b) The staff examiner shall

(1) notice the hearing for a time convenient
to all interested parties;

(2) hear all relevant evidence;

(3) record the testimony presented;

(4) within 24 hours after the close of the
hearing, issue a decision as to which utility is the

most appropriate one to serve the customers;

(5) stay the decision if, within 24 hours after
the decision is announced, a party appeals the

. decision.

(c) The criteria to be weighed by the staff
examiner in making a decision include

(1) the cost to the utility to provide the
service connection;

(2) the cost to be assessed to the customer
by the applicant utility;

(3) the proximity of the service connection
point to each of the competing utilities’ elec-
tric distribution facilities; and



NORTH SLOPE BOROUGH APUC

sarvic* Area #10 1907 (KC22 Pl= 1

Pouch 340044
Prudhoe Bay, AK 90734
Telephone: (907) 659.2645

December 16, 1987

T.S. MonlInski 11, Executive Director
ALASKA PUBLIC UTILITIES COMMISSION
420 L Street, Suite 100 *
Anchorage, Alaska 99501-1987

SUBJECT: NOTICE OF UTILITIES APPLICATION BY NORGASCO, INC.

Dear Mr. Moninski:

The North Slope Borough"s Service Area Ten 1is encouraged to see
Norgasco, Inc. continue their development of a natural gas utility for
Deadhorse. All businesses operating in Deadhorse and especially our solid
waste disposal, sewage treatment and water treatment operations could
benefit significantly if a dependable source of competitively priced
natural gas were made available to us over the long term. We appreciate
the opportunity to provide comments on the Norgasco, Incorporated
application for exemption from APUC regulations regarding rates, quality
of service, management practices, and customer complaints.

Since the North Slope Borough®"s Solid Waste Facility is a public owned
operation, the Borough has an obligation to its residents to operate their
Deadhorse solid waste faci 7ity in a cost effective manner which includes
purchasing of natural gas fio.a a utility which is required to follow the
regulatory laws established to protect the public. There is a legitimate
public interest concerning the vrates, quality of service, management
practices, and customer complaints associated with the operation of a
natural gas utility in Deadhorse. For this reason the Borough feels that
Norgasco, Incorporated should be subject to all appropriate regulations
governing the certification and operation of a natural gas utility.

Our Service Area Ten Plant Engineer calculates that the prices of the
natural gas quoted in the Notice will provide Service Area Ten with a
20% to 25% savings over the present fuel costs for our incinerator and
boilers. Since the Application suggests the rates would not be controlled
by the APUC, the NSB may have little control over future rate increases.
A 10% rate 1increase each year for two years would eliminate any cost
benefit of natural gas assuming u stable price for heating oil.



December 16, 1987
Page 2

The quantity and quality of the gas provided to us can have some
significant effects on our operation. If the distribution system is under
designed or if the quality of gas varies significantly we may experience
problems of inadequate delivery. Normal operation of our incinerator
requires us to be able to immediately addheat in a specified quantity
when needed. Failure to do ao could result in Service Area Ten violating
the Air Quality Regulations established by the State of Alaska,
Department of Environmental Conservation resulting in a fine being
assessed on Service Area Ten. If Norgasco was exempt from regulation by
the APUC, SA 010 would have little recourse if Norgasco®s service did not
meet our requirements.

Norgasco is requesting that the APUC keep ~confidential for five years
technical documents and other pertinent information about their design,
construction and maintenance of their project. Such a request could

affect SA 010"s planning efforts for future energy usages and costs.

Documents relating to the gas contract with ARCO and tariffs should be
made public so that the stability of the utility and its pricing structure
can be evaluated.”™ These items can directly affect our decision to become

a consumer.

The North Slope Borough requests that we be kept informed on the progress
of this application and the Norgasco, Incorporated project. We feel a
natural gas utility will greatly enhance the Deadhorse area and all the

businesses operating there.

Sincerely,

~John E. Davis
Manager, Service Area Ten

JED/JET/el

cc: Norgasco, Incorporated
Dennis Roper, Coord., Ind. Dev.
Files



NCRGASOO, INC

8740 Hartzell Rd. Anchorage, Alaska 99507 (907)344-6742

February 24, 1988

Senator Arliss Sturgulewski
P. 0. Box V
Juneau, AK 99811

Dear Senator Sturgulewski,

I would like to express my strong support of SSSB 357. Under
the current statutes the APUC has jurisdiction over all
utilities with ten or more customers. This legislation will
exclude only natural jas utilities serving less than
commercial customers from their jurisdiction.

The APUC 1is a fine organizatior for larger utilities and
obviously the legislature had this in mind when they exempted
those utilities with less than ten customers. We believe 1in
the check and balance system of government and industry, and
SSSB 357 allows for the re-regulation of a utility under this
category by a simple petition (AS 42.05.712) of the

customers. This will prevent the utility from taking unfair
advantage of 1its" customers.

As you can tell, the bill was drafted so that it would not
concern any of the Bush areas, only Deadhorse.

The problem boils down to project financing. This 1is not a
bankable project because there are only 40-50 customers, they
are all in the same business, and they are all suffering
financially, so the banks see the project as high risk. This
leaves us looking for venture capital. After the venture
capitalist has reviewed the project they all come to the same
conclusion, if the project fails they lose everything and if
the project succeeds, you have the APUC there to limit your
return on investment. Needless to say they don"t spend much
time seriously reviewing the project after they understand

how the APUC works.

We hear a lot of talk about less government, creating jobs,
finding new sources of revenue for the State, cutting down on
air pollution, and stimulating the economy, this legislation
accomplishes all of these by creating construction and
permanent jobs, State royalties collected on the gas sold,
reduced NOx emissions from the numerous diesel generators,
and will substantially reduce the overhead of the Companies

operating at Deadhorse.



The State will receive in excess of $20,000,000.00 from

royalties alone over the life of the project. It will take
over 40 construction workers to build the system and will
employ 6-8 people full time once it is in operation. The

State will also receive severance taxes from the producer and
added corporate income taxes from ARCO Alaska and Norgasco.

The Department of Natural Resources, 1in issuing our land use
permit, has reserved the for the State the right to use the
pipeline to transport the States royalty gas to the State
facilities that we intend to serve. This will also allow the
State to market their gas to customers 1in Deadhorse, 1in this
case Norgasco will act as a common carrier. But first the
pipeline has to be built.

Recently 1 learned that you had requested a referral of the
bill to your Committee. I am a novice at politics in Juneau,
however, || understand there is a time limit on the session
and we"ve got a long way to go with this bill and a short
time to get there. With this in mind we ask that you waive
referral so the bill may be voted on in the Senate and sent

to the House.

Myself and several other Board Members of The Alliance are
planning a trip to Juneau on March 21, 1988. I look forward
to visiting with you then. IT you have any questions please
feel free to call.

Vice President, Operations






MUNICIPAL

(907) 586-1325 217 SECON D STREET, SUITE 2U0
IUNEAU, ALASKA99801

TO: Senator Arliss Sturgulewski, Chair
Members of the Senate Community and Regional Affairs Committee

FROM: Scott A. Burgess, Executive Director

DATE: January 28, 1988

SUBJECT: SB 358 - Municipal Procurement of Architectural, Engineering and
Land Sirveying Services

On behalf of its 135 municipal members, the Alaska Municipal League
supports the selection of design professionals through a
qualifications-based process, and, therefore, supports SB 358. I have
attached a copy of AML Resolution No. 88-37* passed at the AML Annual
Conference in November 1987.

HB 358 requires municipalities to comply with the State's professional
services procurement practices laid out in AS 36.30.270 while providing
for locai option for those municipalities which choose to adopt their own
ordinance establishing a selection process. While the AML has resisted
similar legislation mandating procurement practices on municipalities for
professional services as well as other procurement practices such as
competitive bidding as an unnecessary and unjustified restriction on local
control, the AML does not oppose SB 358 for the following reasons:

1) the AML membership adopted Resolution No. 88-37 in November 1987
supporting selection of design professionals through a
qualification-based process; and,

2) SB 358 provides municipalities the option of exempting themselves
from the state standards by adopting their own ordinance establishing

a selection process that better meets their individual needs,
resources and situations.

The AML supports SB 358. Thank you.

* The reference to AS 36.908.043 is presumably a typo and a reference to
AS 36.98 repealed by Chapter 106 SLA 1986, now AS 36.30.270.

Attachment

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



Alaska Matt legislature

SENATOR 2957 SHELDON JACKSON STREET
ANCHORAGE. ALASKA 99508

ARLISS STURGULEWSKI

( liairnian. Senate Community and Regional Allaire Comniillcc )
‘ei.; Cb.urm.in, Senate Judiciary Commitltc Nvhlcm Juneau
Member. Senate Reeourcee Committee B0 BOXV

JUNEAU, ALASKA 99811
(90?)465*3818

Senate

M EMORADUM 26 January 1988

TO: Community & Regional Affairs Committee

FROM: Melissa Aber Fouse
Staff to Senator Arliss Sturgulewski

RE: Senate Bill 358 - "An Act relating to municipal
procurement of architectural, engineering, and land surveying
services."

Current state statutes do not require municipalities to follow
any particular procedure when contracting for architectural,
engineering, or land surveying services. Senate Bill 358 adds
a section to Title 29 outlining procedures for municipalities
to follow in order to comply with AS 36.30.270 - that section
of the procurement code outlining the process by which state
agencies must select architects, engineers, and land

surveyors.

That process includes negotiating a contract with the most
qualified firm or individual and awarding the contract for
fair and reasonable compensation after determining the value
of the services, the scope and the complexity of the project.
Also included in the section are procedures to follow when
negotiations with the mc."ii; qualified firm or person are not
successful and when price may be included as an added factor.

Under the proposed statute, a municipality may exempt itself,
or part of itself, from the requirements of AS 36.30.279 by
adopting an ordinance that establishes a selection process.

Also attached 1is Resolution 88-37 of the Alaska Municipal
League adopted in November during the Municipal League
convention as well as a copy of AS 36.30.270.



This legislation is substantially similar in concept to SB
204, passed in 1986, which placed the same requirements on
state agencies. It was also known as the "mini-Brooks bill".

A committee substitute 1is required in order to incorporate
language stating specifically that this legislation applies to
home rule municipalities. The fiscal note is zero.



Sec. 36.30.270. Architectural, engineering, and land survey—
ing contracts, (@) Notwithstanding conflicting provisions of AS
36.30.100 - 36.30.260, a procurement officer shall negotiate a con—
tract for an agency with themost qualified and suitable firm or person
of demonstrated competence for architectural, engineering, or land
surveying services. The procurement officer shall award a contract for
those services at fair and reasonable compensation as determined by
the procurement officer, after consideration of the estimated value of
the services to be rendered, and the scope, complexity, and profes—
sional nature of the services. When determining the most qualified
and suitable firm or person, the procurement officer shall consider the

(1) proximity to the project site of the office of the firm or person
unless federal law prohibits this factor from being considered in the
awarding of the contract; and

(2) employment practices of the firm or person with regard to
women and minorities.

(b) Ifnegotiations with the most qualified and suitable firm or per—
son under (@) of this section are not successful, the procurement officer
shall negotiate a contract with other qualified firms or persons of
demonstrated competence, in order of public ranking. The procure—
ment officer may reject all or part of a proposal.

(©) This section does not apply to contracts awarded ina situation of
public necessity if the procurement officer certifies in writing that a
situation of public necessity exists.

(d) Notwithstanding the other provisions of this section, a procure—
ment officermay include price as an added factor in selecting architec—
tural, engineering, and land surveying services when, in thejudgment
of the procurement officer, the services required are repetitious in
nature, and the scope, nature, and amount of services required are
thoroughly defined by measurable and objective standards to reason—
ably enable firms or persons making proposals to compete with a clear
understanding and interpretation of the services required. In order to
include price as a factor in selection, a majority of the persons in—
volved by the procurement officer in evaluation of the proposals must
be registered in the state to perform architectural, engineering, or
land surveying services.

(e) This section does not apply to a contract that incorporates both
design services and construction. (82 ch 106 SLA 1986)

Cross references. — For professional
registration requirements for contracts
under this section, see AS 36.90.100.



RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE
RESOLUTION NO. 88-37

A RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE SUPPORTING
SELECTION OF DESIGN PROFESSIONALS THROUGH
A QUALIFICATION-BASED PROCESS.

WHEREAS, this process attempts to assure that selection of
design professionals based on qualifications (while providing for
negotiation of fair and reasonable compensation) will obtain the
best professional services for the most equitable fee, and

WHEREAS, the federal government implemented a procedure for
selection of design professionals on the basis of qualifications,
as set forth in Public Law 92-582, and

WHEREAS, the State of Alaska adopted a procedure for selection
of design professionals based on qualifications, as set forth in
A.S. 36.908.043;

NOW, THEREFORE, BE IT RESOLVED that the Alaska Municipal
League supports the selection of design professionals through a
qualification-based process as expressed in federal and state law
and urges its members to support state legislation adopting this
process for municipalities while at the same time providing for
local option for those municipalities which choose to adopt their
own ordinance addressing this selection process.

Adopted this 13th day of November 1987.

George W. Cartel, President

ATTEST:

Scott A. Burgess™”xecutive Director

.78 -
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SIBECONR GOANR

SM I IF . s

' O P.0. BOXB
DEI'T. OF COMMUNITY & REGIONAL AFFAIRS JUNEAU. ALASKA 99811-2100

PHONE: (907) 465-4700

[ 949 E. 36TH AVENUE, SUITE 400
ANCHORAGE, ALASKA 995084302
PHONE: (907) 563-1073

OFFICE OF THE COMMISSIONER

January 28, 1988

POSITION PAPER

RE: Senate Bill 358
SPONSOR: Senator Sturgulewsi, et. al.
Program Effects of Bill

This bill would make the provisions of AS 36.30.270, regarding
the procurement of architectural, engineering and land
surveying services applicable to municipalities and their
administrative units, unless they choose to exempt themselves
from coverage by ordinance.

Comments

Generally, the thrust of Title 29, as recodified 1in 1935, was
to increase local determination of standards and requirements
of this nature and to reduce vreliance upon state standards.
However, this bill provides that municipalities may choose to
exempt themselves from the coverage of AS 36.30.270 by passage
of an ordinance establishing a selection process. The
department does not oppose this

21-PILH



5-15048

Bannister
01/27/88

Original sponsors: Sturgulewski, Hensley,
Coghill, et al.

BY THE COMMUNITY AND
IN THE SENATE REGIONAL AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 358 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to municipal procurement of archi—
tectural, engineering, and land surveying services.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.10.200 1is amended by adding a new paragraph to read:
(49) AS 29.71.040 (procurement requirement).
* Sec. 2. AS 29.71 is amended by adding a new section to read:

Sec. 29.71.040. PROCUREMENT REQUIREMENT. (a) A municipality
and its administrative units shall comply with AS 36.30.270 unless the
municipality specifically exempts 1itself or an administrative unit
from AS 36.30.270 by adopting an ordinance establishing a selection
process for the municipality or for the unit. In this section,

(1) "administrative unit" 1includes a department, institu—
tion, board, commission, division, authority, public corporation,
utility, or other administrative unit of a municipality;

(2) "selection process™ means a selection process for the
procurement of architectural, -engineering, and Jland surveying ser—

vices .

(b) This section applies to home rule and general law munici—

palities .

“1- CSSB 358 (C&RA)



STEVE COWPER, GOVERNOR

O P.0.BOXB
I»EI»T. OOF COMMUNITY & REGIONAL AFFAIRS JUNEAU. ALASKA 99811-2100

PHONE: (907) 465-4700

O 949E. 36THAVENUE, SUITE 400
ANCHORAGE, ALASKA 99508-4302
PHONE: (907) 563-1073

OFFICE OF THE COMMISSIONER

January 28, 1988

POSITION PAPER

RE: Senate Bill 358
SPONSOR: Senator Sturgulewsi, et. al.
Program Effects of Bill

This bill would make the provisions of AS 36.30.270, vregarding
the procurement of architectural, engineering and land
surveying services applicable to municipalities and their
administrative units, unless they <choose to exempt themselves

from coverage by ordinance.
Comments

Generally, the thrust of Title 29, as recodified 1in 1985, was
to increase local determination of standards and vrequirements
of this nature and to vreduce reliance upon state standards.
However, this bill provides that municipalities may choose to
exempt themselves from the coverage of AS 36.30.270 by passage
of an ordinance establishing a selection process. The
department does not oppose this bill.

21-P1LH
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ing contracts, (&) Notwithstanding conflicting provisions of AS i
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tract for an agency with the most qualified and suitable firm or person
of demonstrated competence for architectural, engineering, or land
RE ¢ surveying services. The procurement officer shall award a contract for

pr< c those services at fair and reasonable compensation as determined by
ser®J the procurement officer, after consideration of the estimated value of
the services to be rendered, and the scope, complexity, and profes— © Tfollow
sional nature of the services. When determining the most qualified -tural,
and suitable firm or person, the procurement officer shall consider the 358 adds
(€)) proximity to the project site of the office of the fimaok i;t:iseﬁ
Cur unless federal law prohibits this factor from being considered in the section
anV awarding of the contract; and M state
enc (@) employment practices of the firm or person with regard to
a t women and minorities.
to (b) Ifnegotiations with the most qualified and suitable firm or per-
of son under (@) of this section are not successful, the procurement officer e most
ac shall negotiate a contract with other qualified firms or persons of ,ct for
st demonstrated competence, in order of public ranking. The procure— :-he value
ment officer may reject all or part of a proposal. i project,
T" (©) This section does not apply to contracts awarded in a situationof ow when
o public necessity if the procurement officer certifies in writing that a are not
f situation of public necessity exists.
C

ed factor
(@ Notwithstanding the other provisions of this section, a procure-
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tural, engineering, and land surveying services when, in the judgment 30.279 by
of the procurement officer, the services required are repetitious in process.
nature, and the scope, nature, and amount of services required are

thoroughly defined by measurable and objective standards to reason— jnijcipal
ably enable firms or persons making proposals tocompete with a clear sague
understanding and interpretation of the services required. In order to

include price as a factor in selection, a majority of the persons in—

volved by the procurement officer in evaluation of the proposals must

be registered in the state to perform architectural, engineering, or

land surveying services.

) This section does not apply to a contract that incorporates both
design services and construction. (2 ch 106 SLA 19861

Cross references. — For professional
registration requirements for contracts
under this section, see AS 36.90.100.






Sec. 36.30.270. Architectural, engineering, and land survey-
ing contracts, (a) Notwithstanding conflicting provisions of AS
36.30.100 — 36.30.260, a procurement officer shall negotiate a con-
tract for an agency with the most qualified and suitable firm or person
of demonstrated competence for architectural, engineering, or land
surveying services. The procurement officer shall award a contract for
those services at fair and reasonable compensation as determined by
the procurement officer, after consideration u the estimated value of
the services to be rendered, and the scope, complexity, and profes-
sional nature of the services. When determining the most qualified
and suitable firm or person, the procurement officer shall consider the

(1) proximity to the project site of the office of the firm or person
unless federal law prohibits this factor from being considered in the
awarding of the contract; and

(2) employment practices of the firm or person with regard to
women and minorities.

(b) Ifnegotiations with the most qualified and suitable firm or per-
son under (a) ofthis section are not successful, the procurement officer
shall negotiate a contract with other qualified firms or persons of
demonstrated competence, in order of public ranking. The procure-
ment officer may reject all or part of a proposal.

(c) This section does not apply to contracts awarded in a situation of
public necessity if the procurement officer certifies in writing that a
situation of public necessity exists.

(til Notwithstanding the other provisions of this section, a procure-
ment officer may include price as an added factor in selecting architec-
tural, engineering, and land surveying services when, in the judgment
of the procurement officer, the services required are repetitious in
nature, and the scope, nature, and amount of services required are
thoroughly defined by measurable and objective standards to reason-
ably enable firms or persons making proposals to compete with a clear
understanding and interpretation of the services required. In order to
include price as a factor in selection, a majority of the persons in-
volved by the procurement officer in evaluation of the proposals must
be registered in the state to perform architectural, engineering, or
land surveying services.

(e)  This section does not apply to a contract that incorporates both
design services and construction. (§ 2 ch 106 SLA 1986)

Croia references. — For professional
registra'ion requirements for contracts
under th s section, see AS 36.90.100.



MEMORADUM 26 January 1988

TO: Community & Regional Affairs Committee

FROM: Melissa Aber Fouse
Staff to Senator Arliss Sturgulewski

RE: Senate Bill 358 - "An Act relating to municipal
procurement of architectural, engineering, and land surveying
services."

Current state statutes do not require municipalities to follow
any particular procedure when contracting for architectural,
engineering, or land surveying services. Senate Bill 358 adds
a section to Title 29 outlining procedures for municipalities
to follow in order to comply with AS 36.30.270 - that section
of the procurement code outlining the process by which state
agencies must select architects, engineers, and land
surveyors.

That process includes negotiating a contract with the most
qualified firm or individual and awarding the contract for
fair and reasonable compensation after determining the value
of the services, the scope and the complexity of the project.
Also included in the section are procedures to follow when
negotiations with the most qualified firm or person are not
successful and when price may be included as an added factor.

Under the proposed statute, a municipality may exempt itself,
or part of itself, from the requirements of AS 36.30.279 by
adopting an ordinance that establishes a selection process.

Also attached is Resolution 88-37 of the Alaska Municipal
League adopted in November during the Municipal League
convention as well as a copy of AS 36.30.270.



This legislation is substantially similar in concept to SB
204, passed in 1986, which placed the same requirements on
state agencies. It was also known as the "mini-Brooks bill"

A committee substitute is required in order to incorporate
language stating specifically that this legislation applies
home rule municipalities. The fiscal note 1is zero.
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Bannister
01/27/88

Original sponsors: Sturgulewski, Hensley,
Coghill, et al.

BY THE COMMUNITY AND
IN THE SENATE REGIONAL AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 358 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to municipal procurement of archi—
tectural, engineering, and land surveying services."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.10.200 1is amended by adding a new paragraph to read:
(49) AS 29.71.040 (procurement requirement).
* Sec. 2. AS 29.71 1is amended by adding a new section to read:

Sec. 29.71.040. PROCUREMENT REQUIREMENT. (a) A municipality
and its adminis™ative units shall comply with AS 36.30.270 unless the
municipality specifically exempts 1itself or an administrative unit
from AS 36.30.270 by adopting an ordinance establishing a selection
process for the municipality or for the unit. In this section,

@) "administrative unit"” includes a department, 1institu—
tion, board, commission, division, authority, public corporation,
utility, or other administrative unit of a municipality;

(2) "selection process”™ means a selection process for the

procurement of architectural, engineering, and Jland surveying ser—

vices .

(b) This section applies to home rule and general law munic

palities .

-1- CSSB 358 (C&RA)
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»E»T. OF COMMUNITY & REGIONAL AFFAIRS JUNEAU. ALASKA 99811-2100

PHONE: (907) 465-4700

O 949 £ 36TH AVENUE, SUITE 400
ANCHORAGE, ALASKA 99508-4302
PHONE: (907) 563-1073

OFFICE OF THE COMMISSIONER

January 28, 1988

POSITION PAPER

RE: Senate Bill 358
SPONSOR: Senator Sturgulewsi, et. al.
Program Effects of Bill

This bill would make the provisions of AS 36 .30 .270, regarding
the procurement of architectural, engineering and land
surveying services applicable to municipalities and their
administrative wunits, unless they choose to exempt themselves
from coverage by ordinance.

Comments

Generally, the thrust of Title 29, as recodified 1in 1985, was
to increase local determination of standards and requirements
of this nature and to reduce reliance upon state standards.

However, this bill provides that municipalities may choose to
exempt themselves from the coverage of AS 36.30.270 by passage
of an ordinance establishing a selection process. The

department does not oppose this bill.

21-P1LH






FIRST COMMITTEE OF REFERRAL

Date of 5-DAY NOTICE
IN ACCORDANCE WITH UNIFORM RULE 23
FURTHER: Finance
**EISCAL NOTE(S) ATTACHED *x
IN ACCORDANCE WITH AS 24.08.035
(see below)
1/25/88 DATE TURNED INTO OFFICE
Mr. President:
C&RA Eommittee considered SB 367
optional exemptions from municipal taxes
and recommended:
[ 1 replace with CcS 4k |td ] same title
N [1 new title
[ 1] attached amendment(s) and
[ 1 do pass
[ 1 do not pass
[ 1 no recommendation
[yj individual recommendations
[ 1 further referral to
[ 1 letter of intent adopted and attached
** Committee [ ] attached or [ ] adopted fiscal note(s)
[ 1 zero [ ] fiscal impact
MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS
-~ m r

Chairman signature and recommendation

( ] Committee Backup Attached



Hlasffea ibtate legislature

ARLISS STURGULEWSKI, Chairman P.0, BOXV
TIM KELLY. Vice Chairman JUNEAU. ALASKA 99811
RICK HALFORD (907) <65-4989
MIKESZYMANSKI

FREDZHAROFF

Senate

Community artb Regional affairs? Committee

TO: Senate C&RA Committee / February 3, 1988
FROM: Senate C&RA Staff

RE: SB 367 "An Act relating to optional exemptions from
municipal taxes."”

In this packet is a sectional analysis by Senator Duncan, a
position paper and fiscal note by the Department of Community and
Regional Affairs, a p"sition paper by the Alaska Municipal

League, and some back .p information from the Juneau Economic
Development Council.

DC&RA and the AML both support the bill but suggest amendments 1in
their position papers.



BY SENATOR DUNCAN
Senate Bill 367

"An Act relating to optional exemptions from municipal
taxes."

Section 1.

Sub-paragraph (6) provides that a municipality may by
ordinance grant a total or partial exemption from inventory
taxation any type of inventory that is created from the
processing or manufacturing in Alaska of natural resources
originating in Alaska.

Sub-paragraph (7) provides that a municipality may by
ordinance grant up to a percent tax exemption to real or
personal property that is used in the processing or manufacture
of fisheries resources this includes all aquatic plants and

animals.
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OFFICE OF THE COMMISSIONER

February 3, 1988

POSITION PAPER

RE: Senate Bill 367: "An Act relating to optional exemptions
from municipal taxes."

SPONSOR; Senator Duncan

Program Summary
This bill relates to property taxes and adds two sections to the

optional exemptions that municipalities may adopt under AS
29.45.050. Under current law, municipalitiesmay exempt all
business inventories from taxation. Paragraph (6) of this bill
would allow municipalities to classify and exempt certain
inventories from taxation, specifically, those inventoriesmade
in Alaska from Alaska resources.

Paragraph (7) of the bill would allow municipalities to exempt
real and personal property wused 1in the processing of marine
resources. This 1is similar to existing language which currently
allows municipalities to exempt up to 75% of timber processing
property [AS 29.45. 050 (j)]-

Comments
The Department supports passage of this bill with two
amendments. We recommend that the percentage of exemption

currently allowed under AS 19.45.050(j) (see attached) be
changed from 75% to 100% to be consistent with paragraph (7) of

this bill. In addition, we suggest the bill be amended to
provide for an exemption which would not exceed Tfive years ii
duration. That amendment would be compatible with the exemption

allowance under AS 29.45.050 (§)-

SBECONMR GOHEINR
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ATTACHMENT

Section 1.(7) amend by adding:

An ordinance adpoted under this subsection may not provide
for an exemption that exceeds five years in duration.

Section 2. AS 29.45.050(j) is amended to read:

A municipality may by ordinance approved by the voters
exempt real or personal property 1in a taxing unit used tn
processing timber after it has been delivered to the
processing site from up to 100 [75] percent of the rate of
taxes levied on other property in that taxing wunit. An
ordinance adopted wunder this subsection may not provide
for an exemption that exceeds five years 1in duration.
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(90T$)LEST3|201’§"2£5 105 MUNICIPAL WAY. SUHE 301
JUNEAU, ALASKA 99801
TO: The Honorable Jim Duncan, Senator
FROM: Scott A. Burgess, Executive Director
DATE: February 2, 1988

SUBJECT: SB 367 - Optional exemptions from municipal taxes

On behalf of 1its 135 municipal members, the Alaska Municipal League
supports SB 367, allowing municipalities to exempt inventory and property
taxes on certain natural resources industries. In addition, | would like
to offer the following comments.

The AML"s support 1is based on the 1988 AML Policy Statement Ilanguage
below:

PART X - ECONOMIC DEVELOPMENT, B. INCENTIVES:

1. Local Incentives: The League urges the Legislature to adopt
legislation which would allow local municipalities greater
flexibility through the use of local options in offering property tax
incentives to new and expanding industry and business.

The bill would accomplish this 1in the area of optional exemptions on
"inventories produced from the processing or manufacturing in the state of
a natural resource originating in the state"” and optional exemptions on
"real and personal property used in the processing or manufacturing of
fisheries resources™. A similar provision is provided in AS 29.45.050(j),
allowing a more limited exemption for timber processing.

The AML would request that you or the Senate Community and Regional
Affairs Committee broaden the language to allow municipalities the option
of exempting taxes on any business or industry. Many municipalities do
not enjoy the wealth of natural resources available to Juneau and,
therefore, cannot attract resource-related industries or businesses.
However, once a municipality identifies the type of industry or business
it wishes to attract or support, it should have similar "tools" available
such as offering tax incentives.

Again, the AML supports SB 367 but asks that it be broadened to allow all
municipalities to benefit from flexibility in the statutes dealing with
local taxing powers. Allowing optional tax exemptions for all businesses
and 1industries will provide municipalities another option in developing
community development strategies to fit their unique circumstances.

cc: Senator Sturgulewski, Chair, Senate Community and Regional Affairs
Committee

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



MEMBERS William Brock Treasurer Peirr Hildre CHI REPRESENTATIVES
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Di’htirah Bakv Yuc-Chairpenop William M Heme Krxm Rnchir
MEMORANDUM
TO Kevin Ritchie

FROM: James M. Kohler
DATE: November 5, 1987

SUBJ: AML Policy Proposals

I have attached a draft of two proposed additions to the AML
Policies which could be introduced during the upcoming AML

Conference.

The first addresses the need to change existing state statute to
allow a local exemption from property tax on inventory that 1is
needed in the manufacture of product within the community. This
is something that Mayor Polley tried to enact locally but

couldn ™t because of conflicting state law.

The second would embed into AML policy the preference for state
economic development support at the 1local and regional level to
come in the form of financial assistance to execute local and
regional plans - not to have them created at the state level
and passed down. The specific resolution supporting the
regional entity funding by the Department of Commerce and
Economic Development, enacted by the Assembly on November 2, 1is
one example of this type of program or legislation.

I will be happy to review these proposed policy insertions with
you and the Juneau delegation at your convenience.



JUNEAU ECONOMIC DEVELOPMENT COUNCIL

EMBER?* .. . Willum Rrrxk  rrrjukurcr Peicr Hildrr i.HI REPRESENTATIVES
n/II’ICIIWTMfJX (hJInyntm . Pitruk Aruicr*on Inhn U Sisk Ma*nr Ement E Poller
Ik*'Nirjh Hair* YurC hajrprrvjn Wilum M Ho**r Kr*in Riuhir

DRAFT

PROPOSED POLICY STATEMENTS
AML CONFERENCE
NOVEMBER 11-13, 1987

PART 1: TAXATION AND FINANCE

D. LOCAL TAXES
6. Local Taxes.: The League endorses legislation that would

amend AS 29.45.050(j ), permitting a local option exemption from
property taxes for inventory used in the in-state manufacture of

p r 0 d u c t _

PART X: ECONOMIC DEVELOPMENT

B. INCENTIVES
2. The League urges state programs be implemented and/or

legislation be enacted that encourages, through direct financial
assistance, economic development efforts to be developed and
implemented at the local and regional levels.
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) P 0. BOX V
ARLISS STURGULEWSKI, Chairman JUNEAU, ALASKA 99811
TIM KELLY, Vice Chairman (907) 465-4989
RICK HA1.FORC
MIKESZYMANSKI March 10, 1988
FRED ZHAROFF
Senate
Community ant) Segionat affairs Committee
SCHEDULE

Tuesday, March 15, 1988

CS for SB 337 - "An Act relating to taxpayer notice of use of

state aid."

SB 308 - "An Act relating to the energy efficient home equity

fund."

SB 404 - "An Act relating to the transportation and municipal

regulation of alcohol."”

SB 367 - "An Act relating to optional exemptions from municipal

taxes."

Thursday. March 17. 1988

SB 447 - "An Act relating to liability for damage or injury

resulting from hazardous recreational activities."

SB 448 - "An Act relating to civil liability of certain

volunteers.

SB 454 - "An Act relating to the allocation of the fisheries

business tax to municipalities by the Department of Community and

Regional Affairs." - postponed until 3/22/88 at sponsor®s request

SB 166 - "An Act relating to regulations affecting small

entities."”

AlIl meetings in the Butrovich Room, 3:30pm - 5:00 pm

All bills on Tuesday have been heard previously. Please bring
your files for SB 404 and SB 367,



SIBECOMR GOHINR

vr/ Ltd

»KI»T. OF COMMUNITY & KFOIOIVAL AFFAIHS

MUNICIPAL & REGIONAL ASSISTANCE DIVISION

G 949E. 36th AVENUE, SUITE 400 5 P.0. BOX 348 5 P.0. BOX 10041 o 1514 CUSHMAN STREET, ROOM 210
ANCHORAGE ALASKA 99508-4302 BETHEL, ALASKA 99559-0348 DILLINGHAM, ALASKA 99576-1041 FAIRBANKS. ALASKA 99701-6286
PHONE: (907) 561-8586 PHONE: (907) 543-3475 PHONE: (907) 842-5135 PHONE: (907) 452-7126

li/P.0. BOX BH 5 710 MILL BAY RO. o P.0. BOX 350 o P.0.BOX 41
JUNEAU, ALASKA 99811-2110 KODIAK, ALASKA 99615-6340 KOTZEBUE, ALASKA 99752-0350 NOME, ALASKA 99762-0041
PHONE: (907) 465-4750 PHONE: (907) 486-5736 PHONE: (907) 442-3696 PHONE: (907) 443-5457

February 18, 1988

Mr. McKie Campbell
Aide to Senate Committee
on Community and Regional Affairs
Capitol, Room 427
Juneau, AK , 99811

Dear Mr .~fampbell:

The "Formula Funding Demonstration” (copy enclosed) presented
to the Senate Community and Regional Affairs Committee on
February 9, 1988 during testimony by the Alaska Municipal
League (AML) pointed to several examples which supposedly

showed the relationship between optional property tax
exemptions and their effect on total revenues of a
municipality. We believe each of the these examples was
presented 1incorrectly. Following are the same examples as we

believe they would actually occur.

The "demonstration" assumes $70,000,000 to be optionally
exempted for purposes of illustration. The municipality used
as the model for this exercise was Matanuska-Susitna Borough.
Mat-Su presently exempts $4,708,8000 of assessed value under AS
29.45.050 as certified to our office 1in last year®s Annual
Report from the Borough (see copy attached). At a millage rate
of 5.30, the revenues "lost” from those exemptions amount to

$24,957, or about $.56 per capita annually. That loss of
revenues is about 15 times Jlower than the $371,000 used in the
example.

It is important to remember that passing legislation to allow
municipalities the option of exempting property does not create

a loss in revenues. Municipal assemblies and councils bear the
responsibility of deciding whether or not optional exemptions
will be adopted into law. We do not believe it is realistic to

think the assembly of a borough such as Mat-Su would exempt
$70,000,000 1in assessed values to benefit commerce or industry,
considering the current amount of assessed value actually
exempted there. The $70,000,000 used in the example appears to
us to have been arbitrarily and inappropriately selected.

21-PJLH



Mr. McKie Campbell
February 1B, 1988
Page Two

In order for revenue sharing entitlements to be affected by
property tax exemptions/ one rust assume the loss in revenue-s

created by the exemptions wouli not be offset by shifting the
tax burden to other taxable properties. In fact, municipal

budgets wusually stay the same or increase each year, which
necessarily causes such a shift in the tax burden to occur.

For that reason, we believe the granting of an optional
exemption would h<..»_ no 1impact on the Ilevel of revenue sharing
funds received by municipalities. The amount of local effort
required by municipalities is based on the Full Value
Determination which 1is developed by our office. The granting
of optional exemptions does not influence the Full Value

Determination. Therefore, it is not possible for the level of

local education funding to change due to the granting of such
an exemption.

Summary:

We believe the $70,000,000 hypothetical level of exemption 1in
the "demonstration” is wunrealistic. We further believe the
shift of the tax burlen to other taxable property would cause
no negative 1impact to the municipality 1in the state revenue
sharing program. In any event, granting exemptions would have
no impact on local effort for education funding. Instead of
the $1,248,072 of fiscal loss alleged by the AML document, the
total fiscal impact which actually exists in the borough due to
the granting of local option exemptions is $24,957.

Our Position on SB 367:

Proposals to exempt property from taxation are usually met with

little resistance from the general taxpaying public. We
believe one reason for this 1is that many people do not fully
understand the concept of shifting the tax burden. But even if

there were a widespread understanding of that concept, the
impact to individual taxpayers resulting from such a shift 1is
normally so minimal as to go almost unnoticed. That argument 1is
often used by those who speak against bills which provide for
optional exemptions. We do not believe, however, that argument
is a valid one when dealing with a bill which 1intends to
provide long term economic benefits for the good of the
community by granting a short term exemption.

We believe the answer to this issue is not to deny
municipalities <choices by defeating proposals such as those
contained 1in SB 367. The proper way to address the problem 1is
for municipal assessing offices and offices 1like ours to be



Mr. McKie Campbell
February 18, 1988
Page Three

certain municipal governing bodies understand all the
ramifications of granting optional property tax exemptions to
certain sectors of the taxpaying public. If the benefits

accruing to a community as a result of granting an exemption
are greater than the cost to the taxpaying public of shifting
the tax burden, we believe the exemption should be granted.

Sincerely

Michael W. Worley
State Assessor

Enclosures

cc: Scott Burgess, AML
Gary Lewis



FOWULA FUNDING D

9WRT
BOROUGH

locally assessed
REAL PROPERTY $2,365,476,800
PERSONAL PROP. $169,156,760
OIL 1 GAS $4,119,140
2,538,752,700

MILLRATE SET 5.30
DCIRA full value 2,902,677,410
LESS optional exempt
WHATEVER
INCENTIVES 0
TOTAL EXEMPT AS 29 45i 050
full value deterr.ina 2,902,677,410
TAX REVENUE B9XBI1 13,455,389
MILLAGE RATE EQUIVAL 4.64
POPULATION 44,200

REVENUE SHARING

POPULATION 44,200
MILLRATE EDL"IV 0.00464
ENTITLEMENT 205
APPLIED TO POPULATIO 9,056,117

SCHOOL FOUNDATION FUNDING

INSTRUCT UNITS 539
VALLE PER UNIT 60,000
BASIC NEED 32,340,000
LOCAL CONTRIBUTION

«ax 6 aills CURREN 17,416,064
EVTITLEJENT $14,923,936

TOTAL FISCAL LOSS

LOCAL COST PER TAX DOLLAR

EMONSTRATION

NOTSO
BOROUGH

$2,539,851,700
$358,626,570
$4,199,140
2,902,677,410

5.30
2,902,677,410

60,000,000
10,000,000
70,007,000
2,972,677,410

13,084,389
4.40
44,200

« 44,200
-0.00440

195
8,599,045

539
60,000
32,340,000

17,836,064
$14,503,936

EXEMPTED

LOCAL REVENUE
LOSS

$371,000 TAX EXEMPT (2.4%)

$457,072 REVENUE SHARING
$1.23
PER $ EXEMPT

$420,000 FNDATION FUNDING
$1.13
PER $ EXEMPT
$1,248,072

$3.36

THIS IS A DEMONSTRATION OF THE RELATIONSHIP BETWEEN OPTIONAL PROPERTY
TAX EXEMPTION (AS29.45.050) AND AFFECT ON TOTAL REVENUES OF A WilCIPFILITY.
IT SHOWS THAT THE INCREASED REVENUE BURDEN ON OTHER TAXPAYERS IS FAR

GREATER THAN JUST THE AMOUNT OF TAX DOLLARS EXEMPTED.

THE RESULTS OF

EXERCISE WILL VARY IN DIFFERENT MUNICIPALITIES AND DIFFERENT LEVELS OF

LOCAL CONTRIBUTION TO EDUCATION HOOVER

IN ALL CASES THERE ARE HIDDEN COSTS

TO EE CONSIDERED IN DECISION TO OPTIONALLY EXEMPT PROPERTY FROM LOCAL LEVY.

G. LEWIS
2/5/88



ANNUAL REPORT
OF
ASSESSMENT AND TAXATION

The information published 1in Alaska Taxable/ and in other documents,
is based upon the annual reporting of full and true assessment and
taxation from each municipality. Your cooperation in <completing
this report 1is essential to the accuracy of the publications and
information distributed by the Department of Community and Regional
Affairs. This report is also a requirement under AS 29.20.640(a)(3)
as a prerequisite for receipt of state shared revenue under AS 29.60,
:and will be used to develop the Full Value Determination for that
and other state programs, includin- education funding under
AS 14.17.140.

It is required that the report be certified - both by the Assessor,
who has chief responsibility for values, and the Chief Administrator,
who has a large degree of responsibility for rates and overall
administration. . .-

CERTIFICATION

-l - L
1, Gary A. Lewis , Assessor for the
— - ,“0 ..(type or print name)

Matanuska-Susitna Borough , hereby certify
(municipality)
.r‘kai\' orr
the information contained in the attached forms 1is complete and

correct according to the best of my knowledge.

Signed
Dated 7- 3 * !
1, John Hale _ Chief Administrator
(type or print name) ! eored

for the Matanuska-Susitna Borough
(municipality)

, hereby certify

the 1information contained in the attached forms 1is complete and

correct according to the best of my knowledge.

7Th §/7?7



AS 29.45.050
OPTIONAL EXEMPTIONS AND EXCLUSIONS

(do not include property required to be exempt under state statutes.)

o>

Please break down your optional exemptions and exclusions into three
categories as follows:

1) a $10,000 residential exemption;

2) an exemption for Seniors/Disabled Veterans, adopted by
ordinance, for assessed value that exceeds $150,000; and

3) any other optional exemptions adopted by the

* municipality.

AS 29.45.050(a) Residential Property Exemption
This exemption 1is up to the first $10,000 of residential property.
Has your municipality adopted this exemption? yes X no

0 Total Amount Exempted: $

AS 29.45.050(i) states:

(i) A municipality may by ordinance approved by the voters
exempt from taxation the assessed value that exceeds $150,000 of
! real property owned and occupied as a permanent place of abode by a
resident who 1is

(1) 65 years of age or older;

(2) a disabled veteran; or

(3) at least 60 years®-old and a widow or widower of a person who
qualified for an exemption under (l) or (2) of this subsection.

Has your municipality passed such an ordinance? yes X no

< Total Estimated Value
- Exempt Beyond $150, 000: $

AS 29.45.050 Remainder of Optional Exemptions
Real Property Exempt
0 No. of Properties Tax Exempt: _A3__

0 Estimated Value of Properties:( $ 4,708,800

Citation of Statute(s) Authorizing Exemption(s)
AS 29.72050(b)(2) (">

AS 29.

AS 29.




or all types of motor vsnicles from taxation”
(6) classify as to type and exempt or partially exempt any
produced from the processing or manufacturing 1in
f a narcrraX resource oriRinatinR in the state;
(7) exempt real or personal property used in the processinR
of fisheries resources from up to 100 percent of the
taxes levied on other property; for purposes of this paragraph

resources"” includes all aquatic plants and animals.

SB 367 -2- SB0367a



