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September 2, 2004

Mayor Steve Thompson, Chair Municipal Advisory Group

Good morning Mr. Chairman …. members of the committees… my name is Steve Thompson, Mayor of the City of Fairbanks and Chair of the Municipal Advisory Group. 

What we now call the “MAG” was formed to advise and make recommendations to the Governor and his administration on the anticipated social, economic, and revenue impacts of a gas pipeline project, as well as the effect of any municipal tax relief his administration may negotiate in an effort to enhance the economics of a project.

As a group, we’ve held many meetings and lengthy, in-depth discussions about the various aspects of a gas pipeline, but today I’m here to talk with you specifically about what’s most important to our communities…. 

…even though we are a very geographically and culturally diverse group, we have been able to identify many issues that we share similar perspectives on, and those are reflected in our first resolution.

We all agreed that:

1) No reduction or deferral in municipal taxes is acceptable without appropriate justification from the State of Alaska and the project sponsor.

We are willing to help make the project happen, but if it means a reduction in revenue opportunities for us, there needs to be clear, verifiable justification for it.

We also agreed that:

2) The State of Alaska should weigh the cost benefit of a tax exemption with the difficulty of administering an exemption from specific taxes;

That…

3) The State of Alaska should devise a payment in lieu of taxes structure that provides certainty for municipalities at least through the end of the stated contract period;

That……

4) The State of Alaska should ensure the payment in lieu of taxes structure recognizes the loss to present and future forms of local government of the opportunity to respond to changing conditions through changing tax rates; 

And that….

5) The State of Alaska should provide incentives to the successful applicant under the Stranded Gas Development Act to ensure the training and hiring of Alaskans for the construction, operations and maintenance of the gasline;

One critical point we all agreed on is that….

6) The State of Alaska should require that the successful applicant will include take-off points at strategic locations along the pipeline to make gas available to meet the reasonably foreseeable demand for in-state natural gas use; 

AND…

7) The State of Alaska should ensure there will be a fair tariff to the points of in-state takeoff of gas;
And finally….we agreed that….

8) The State of Alaska should ensure that affected municipalities’ combined share of the economic rent of the approved project should correlate with the revenue stream of the project by negotiating that the present value of the aggregate amount of payment in lieu of taxes is not less than the amount that would have been collected under current Alaska Law.

The points in our second resolution are these: 

· No property currently taxed under titles 29.45 or 43.56 should become exempt under this contract,

· The contract should clarify how dual use facilities will be taxed in order to protect municipalities current tax base,
· No exemption should apply to existing gas infrastructure, and,

· Due to the relatively small amount and incredible complexity in administering a sales and use tax exemption, those taxes not be on the table for negotiation.

We have also had some great discussions on what shape of Payment in Lieu of Taxes, or PILT might work best for us, and, although we all have differing tax structures, the Municipal Advisory Group is working together to identify what our similarities are and make as many unified recommendations to the Governor as possible.

Again, the point I want to make very clear to you right now is that our communities need access to the gas… It is unthinkable that there may even be the possibility of a gas pipeline, through Alaska, that doesn’t allow us to use some of that gas right here in the state…and yet, for some reason, it’s apparently a point of negotiation in this proposed project application.  

The Municipal Advisory Group, in our first and third resolutions, made very clear, that we expect any gas pipeline project be required by law to provide for adequate off-take points and spurlines, to meet the reasonably foreseeable demand for in-state use, … and we recommend in our third resolution that you change Alaska Statute to do that….

We also make it clear that we want 

the State of Alaska ensure a fair tariff to the points of in-state take-off of gas and, 

that the State retain its right to choose to take its royalty gas in kind or in value as determined to be in the best interest of the state, and to change that determination when conditions warrant. 

And…. we need to be able to share in the revenue benefits of a gas pipeline.

Having said all that, if you have any questions for me, I’d be happy to answer.
