Fairbanks North Star Borough

ASSEMBLY LEGISLATIVE PRIORITIES COMMITTEE AGENDA
July 1, 2021
This meeting will be held at or hosted from the
Mona Lisa Drexler Assembly Chambers
Juanita Helms Administration Center
907 Terminal Street, Fairbanks, AK
12:00 p.m.
This meeting will be conducted in-person and by zoom or zoom-only with consideration given to
the Borough Operational Status and if the Juanita Helms Administration Center is otherwise open
to the public. Please visit https://www.fnsb.gov/415/Stay-Connected-with-the-Assembly or contact
the Borough Clerk’s Office (907) 459-1401.

1. CALL TO ORDER
2. ROLL CALL
3. NEW BUSINESS
3.a. Discuss, amend and determine if the Borough’s 2021 State Legislative
Priority of Title 29 PILT Exemptions should be recommended to the
Assembly as a 2022 Legislative Priority.
Documents:
Memo from Jill Dolan, Borough Attorney.pdf

3.b. Discuss, amend and determine if the Borough’s 2021 State Legislative
Priority of Road Service Area Consolidations should be recommended to
the Assembly as a 2022 Legislative Priority.
Documents:
Memo from Yuri Morgan.pdf

4. COMMITTEE COMMENTS
5. ADJOURNMENT
THE AGENDA ITEMS AS LISTED MAY NOT BE CONSIDERED IN SEQUENCE. THIS AGENDA
IS SUBJECT TO CHANGE TO INCLUDE THE DELETION OF ITEMS OR EXECUTIVE SESSIONS,
IF NEEDED.

Fairbanks North Star Borough
DEPARTMENT OF LAW
Main:(907)459-1318
Fax:(907)459-1155

MEMORANDUM
TO:
CC:
FROM:
DATE:
SUB]ECT:

Legislative Priorities Committee
Bryce J. Ward, Mayor
~~
]ill S. Dolan, Borough Attorney
June 24, 2021
Status of Legislative Priority for Title 29 PILT exemptions

The Assembly included as a legislative priority last year a possible state law change to
allow property taxpayers that meet certain criteria to obtain a tax exemption for up to 20
years if they negotiate a payment in lieu of taxes (PICT) agreement with a municipality.
The white paper submitted with the request provided that,'Eligible properties would be
identified as businesses that provide or support high wage employment within the
borough." These expressly included Class III value added industries defined by AS
36.30.332 that employ 20 or more FTEs, military support businesses in a military facility
zone, private projects that implement all or part of an urban renewal plan, a mine that
has a daily average of 100 or more FTEs, privately owned large scale renewable energy

facilities, and municipal-owned real or personal property located in a separate
municipality.
In January, Senator Bishop submitted a request to legislative legal services to have the
bill drafted; after discussions between the borough attorney and legislative legal services,
it was determined that a provision should be added to the legislation expressly providing
that a PICT must be subject to amendment or repeal by the assembly in order to comply
with Alaska constitutional requirements. Ultimately the FNSB requested that the bill not
proceed last session so that the FNSB could further consider how to approach this priority.
The following were identified as considerations with the priority as proposed:
1. Any legislative purpose for an exemption must clearly articulate a rational basis for
the difference in treatment; there must be a fair and substantial relationship
between the exemption and the purpose behind the enactment. This could be
articulated at the time of adoption of the exemption.
2. A PICT for Alaska-made goods1 may be subject to challenge under the commerce
clause as it may discriminate against interstate commerce.
1 Class III value-added industries defined by AS 36.30.332 are those which produce or manufacture at least
75% of its goods within Alaska.
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3. Whether a PILT agreement contracts away the power of taxation in contravention
of article IX, sections 1 and 4 of the Alaska Constitution needs to be considered.
According to a 2016 Attorney General opinion, exemptions must be (1)
industrywide,(2) granted to induce new industry or outside investment, and (3)
be subject to amendment or repeal by future legislatures.2

z A 2016 Attorney General Opinion addressed the question as to whether the State of Alaska, by legislation
or by contract, could bind the State to a tax structure for a proposed Alaska North Slope liquefied natural
gas project and thereby prevent future legislatures from amending that tax structure. 2016 Op. Alaska Att'y
Gen. (June 23). Citing to article IX, section 1 of the Alaska Constitution, the AG opined that the sovereign
power of taxation cannot be completely surrendered by an irrevocable legislative tax structure or contract.
According to the AG's analysis, the intent of the framers in Article IX's provisions was to allow exemptions
to incentivize new industries and encourage natural resource development, not to make tax relief available
to specific companies with an industry that has been established in the state for decades. What is allowed
under Article IX, section 1 and 4, according to the then-AG, is to provide for a tax exemption through
general law or contract that induces new industry or outside investment and that a successive legislature
can amend or repeal at any time. This allows a future legislature to meet its changing financial needs.
Other attorney general opinions have found that certain long-term, irrevocable tax exemptions are
permissible under the Alaska Constitution. A 2006 Attorney General opinion found that sections 1 and 4 of
article IX did permit the state to enter into along-term fiscal contract under the Stranded Gas Development
Act(SGDA). 2006 Op. Alaska Att'y Gen.(May 10). That opinion points to the adoption of industrial incentive
acts immediately before and after the constitutional convention as evidence that the framers intended to
leave the legislature the authority to suspend or contract away the power to tax as part of its power to
grant tax exemptions by general law. Considerations there include that it was expensive to construct and
bring gas to a global market; the term allowed the pipeline owners to recover their investment costs; and
the state was an equity owner in the project and received revenues from the sale of gas shipped through
the pipeline, all of which provided the basis for the length of the agreement and was in the long term fiscal
interests of the state.

FNSB MEMORANDUM

TO:

FAIRBANKS NORTH STAR BOROUGH LEGISLATIVE PRIORITIES
COMMITTEE

FROM:

YURI MORGAN

SUBJECT: SUMMARY OF ROAD SERVICE AREA CONSOLIDATION EFFORTS
DATE:

6.24.2021

The FNSB Assembly passed resolution No. 2019-44 on 12.12.2019, which included a
legislative priority to amend AS 29.35.450 to better enable a second class borough to
consolidate road service areas (RSAs) to reduce costs and increase efficiencies in
maintaining local roads.
During the 2020 legislative session, FNSB personnel worked with Senator John Coghill
and his staff to introduce a bill, SB 218, providing second class boroughs with the ability
to consolidate two or more RSAs conditioned upon (i) the boards representing those RSAs
requesting consolidation, and (ii) no new parcels being added to the single new service
area. SB 218 passed from the Senate Community & Regional Affairs committee in March
2020 and was referred to the Senate Rules Committee for scheduling on the Senate Floor.
A companion House bill, HB 289, was introduced by Representative Adam Wool and was
referred to the House Community & Regional Affairs Committee. Neither bill advanced
beyond S-RLS or H-C&RA, respectively, due to the Legislature’s abbreviated 2020 session
in response to the COVID-19 Pandemic. Both bills “died” upon adjournment of the 31st
Alaska Legislature.
The FNSB Assembly voted to revive its RSA consolidation effort with the 32nd Alaska
Legislature through passage of resolution No. 2020-46 on 11.12.2020. FNSB personnel
worked with Senator Robert Myers, Chair of the Senate Transportation Committee and
Vice-Chair of the Senate Regional Affairs Committee, in the early weeks of the 2021
legislative session on amended bill language. In March 2021, SB 105 was introduced
reflecting the same language as had been introduced in the 2020 session. SB 105 was first
referred to the Senate Transportation Committee where it was heard and held for
consideration on March 25th. A second hearing was held March 30th to take public
testimony; strong opposition was heard from the Fairbanks and North Pole areas.
At this time, SB 105 remains under consideration in the Senate Transportation Committee.
It is believed that any advancement from this committee during the 2022 legislative session
would require a local grass roots effort to inform RSA Board and community members,
alike, of the benefits from RSA consolidation as intended under SB 105.

