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STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date:

FISCAL NOTE

Title: An act relating to administrative costs for DCAP

Sponsor: Rep. C. Davis
Requestor: (H) Hes

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS 570.0
MISCELLANEOUS
TOTAL OPERATING 570.0

CAPITAL

REVENUE
FUND SOURCE:

FUNDING: (Thousands of Dollars)

GENERAL FUND 570.0
FEDERAL FUNDS

OTHER

FUND SOURCE:

TOTAL 570.0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact: N/A

ANALYSIS: (Attach a separate page if necessary.)
See attached sheet

Prepared By: Remond Henderson

FY 94

590.0

590.0

590.0

590.0

BILL NO. HB 384

Department Affected: Community and Regional Affairs

BRU: Child Assistance
Component: Day Care Assistance Proerams

COMPONENT SERIAL NO.

FY 95 FY 96 FY 97

590.0 590.0 590.0

590.0 590.0 590.0

590.0 590.0 590.0

590.0 590.0 590 r

Phone: 465-4708

Division: Administrative Services Division Date: 7/3 //9c3

Approved by Commissioner:

S

Agency: Department of Community and Regional Affairs Date:

Distribution (by preparer): Leg. Fin, Legislative Sponsor, Requestor, OMB/DBR, Cov. Legis. Ofc, & Impacted Agency(ies).

Rev 10/7/91

FY 98

590.0

590.0

590.0

590.0
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CONTINUATION of FISCAL NOTE ANALYSIS
For Bill/Resolution No. HB 384

ram by 5% or ereafter The increase of $20,0001s due to

000 hrch will rernstate |nto the are As ance Progrﬁ during the Y94 atr urrently
bern Use aSﬁ qmrred F matc tothef a Rrs Assistance chi dcare rogram. Fe era un?hn
decréases by this amoynt in FY 94due totefact at Alaska recelved two year's worth of funds the firs
year the program was implemented, FY 92

|f the increment is not funded it will mean a decrease of assistance to approximately 180 children for a full
year. AIthouqh there has been an influx of new federal funds into the ro?ram this'year, it has served to
Clear waiting Tsts statewide and possibly fund new communities, AnotheF program financial impact which
will increasé the costf f services during FY Q31s the new marketratesurveg reshlts Prelrmrnary data
Indicate thatt erewrl e a5% -s% Increase in child care provider rates as 0f h/ This'jtem
alone would mean fewer pe rpIe served with the same fund but It is anficipated that the impact will be
minimized due to increased federal dollars. However, the rogramcould ot absorbaaddr nal 5%
Increase of costs without decreasing the number of families assisted

Blyorncreasrn the a#%v(v)able admrnrstratrve rat from 10’/ to 15% the]Brll mcreases the costs to the

Page 2 of 2
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X ISOTHIRD STREET
JUNEAU, ALASKA 99301-1291

DEPT. OF COMMUNITY & REGIONAL AFFAIRS  / PHONE (907466700

/ O 949 E.36 THAVENUE SUITE 400
ANCHORAGE, ALASKA 9950B-4302
OFFICE OF THE COMMISSIONER 7 PHONE  (907) $63.1073
January 31, 1992
POSITION PAPER
RE:  House Bill No. 384
Sponsor: Representative Davis
Program Effects of the Bill
This bill effects two items in current Statute: ¢)) it

increases the allowable administrative cost for the contractor
from 10% to 15%, and; (2) it allows contractors to utilize Da/
Care Assistance funds for administrative costs based on the

contract amount instead of on the amount expended. This bill
will allow greater predictability of annual administrative
budget. A contractor will be able to plan on a designated,

amount for administration where that has not been the case 1in
the past.

The Statute gives priority in contracting for day care
administration services  to municipalities, ut some
municipalities have been hesitant to participate because of the
uncertainty about the- state funds to be received and because
at 10% the funds do. not cover the full cost of administration.
Passage of this bill will encourage more municipalities to
partiCipate in the Day Care Assistance Program. It Is critical
to proper. program implementation and oversight that contractors
have sufficient staff available to administer the program.

Comments:

T?etr?_epaét_nhent of Community & Regional Affairs supports passage
0 is bill,

Edgar BlaLchford.

commissioner ,
DeFE)art_ment Community and

0f
egional Affairs

Dep-f. PoS/fioA/



ALASKA STATE LEGISLATURE

ELECTIVE DISTRICT | HOME

P.O. BOX 5723
JIVI>FR
KETCHIKAN KETCHIKAN, AK 99901
KUPREANOF PHONE 225-6304
MEYERS CHUCK
PETERSBURG DURING SESSION
SAXMAN P.O. BOX V
WRANGELL STATECAPITOL BUILDING

Representative Cheri L. Davis

PHONE 465-3424

SPONSOR STATEMENT HB 554

Good morning and thank you for scheduling this bill so promptly.

House Bil] 384, is Ie9|sla,t|on_ which will increase the amount of money that a
day care facility or grganization may use for their administrative costs.”As the
law is written now, Da\t; Care Assistance ProcT;rams can only use 10 percent of
‘helr annual day care penefits from the state Tor administrative costs. This
e5g|s|at|on Incréases the amouqt of money available, {or administrative costs to
| 8erc_ent and Insures the facl ltY or organization will not receive less than
$1,000 in administrative payments.

Many cities and boroughs are finding that their administrative ¢osts are in
excess of the 10 {)ercent allowed by current law. If a municipality needs more
than 10 percent, it must take the money from somewhere else or compromise

the quality of their day care assistance”program.

Direct Pperaﬂonal osts usually exceed %0 Percent. The?e costs have, for
exarﬂpe, averaged 12 to 13 Bercent In the last ty}vg fiscal years in the Fawbaiglks
North' Star Borolgh and are 22 percent in_Ketchikan. Clients and accountability
suffer when admjnistration of the program is underfunded, an increase, to 15

ercent will alleviate some of the monetary pressures these municipalities are
acing.

Again I'thank you for hearing this bill today, and | will be glad to try and answer
any questions'you may have.

Spenser
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COMMUNITY

Anchorage
Aniak
Bethel
Cordova
Craig

Delta Junction
Dillingham
Fairbanks
Ft. Greely
Glennallen
Haines
Healy

Homer
Juneau
Kenai
Ketchikan
Kodiak
Kotzebue
Mat-Su Borough
Metlakatla
Nenana

Nome

North Slope
Petershburg
Seward
Sitka
Skegway
Soldotna
Valdez
Wrangell

FY 91 DAYCARE ASSISTANCE EXPENDITURES

TOTAL AWARD

6,568,279.00 5,379,591
25,063.00 18,410.
152,596.00 124,067.
61,618.00 49,698.
71,400.00 66,157
22,075.00 10,520.
56,737.00 45,102.
2,324,488.00 1,984,224.
39,637.00 18,037.
10,28200 7,938.
20,481.00 17,840.
2,350.00 343
129,855.00 109,609.
689,730.00 589,479
104,646.00 85,365
509,968.00 379,390.
187,543.00 164,547
138,794.00 121,185.
639,803.00 506,184.
97,329.00 75,527
5,599.00 3,502
59,974.00 39,176.
24,050.00 8,966.
52,404.00 41,402.
77,590.00 64,494.
232,353.00 161,364.
11,404.00 10,048.
243,385.00 187,744
63,448.00 57,680.
49,116.00 32,279.

[IFh mNCh

(AS OF 2/11/92)

SUBSIDY EXPENDED

.42

31
00
84

.65

72
87
16
63
40
25

.00

12

.35
.41

58

.73

80
38

.80
.00

32
60
10
55
00
60

.53

00
66

ADMIN. EXPENDED
537,959.16
1,841.04
12,406.71
4,969.89
6,615.78
1,096.82
4,510.30
198,176.88
1,803.79
999.96
1,784.03
535.26
10,960.93
58,947.92
8,536.54
37,939.07
16,454,54
12,118.59
50,618.47
7,552.79
999.96
3,917.63
963.88
4,140.23
6,449.46
16,136.43
1,004.86
18,774.46
5,768.00
3,227.99
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totftimim

Anchorage
Aniak
Bethel
Cordova
Craig

Delta Junction
Dillingham
Fairbanko
Ft. Greely
Glennallen
Haines
Healy

Homer
Juneau
Kenai
Ketchikan
Kodiak
Kotzebue
Hat-Su Borough
Metlakatla
Nenana

Nome

North Slope
Petersburg
Seward
Sitka
Skagway
Soldotna
Valdez
Wrangell

TCIAk.AHARE
5,407,625.00 4,522,905.
32,266.00 22,626.
134,956.00 101,469.
80,629.00 53,599.
74,600.00 65,113.
32,215.00 19,933.
48,241.00 40,107.
2,315,995.00 2,058,375.
26,303.00 15,738.
19,631.00 10,084.
39,540.00 16,487.
7,505.00 11/.
82,114.00 62,999.
673,636.00 584,272.
166,571.00 76,007.
333,885.00 295,378.
221,157.00 165,183.
112,407.00 99,436.
541,073.00 428,414.
97,998.00 84,895.
9,059.80 2,767.
64,399.00 52,005.
12,635.00 5,997.
63,979.00 44,958.
70,631.00 62,702
267,314.00 191,696
12,137.00 8,798
203,712.00 153,738
69,131.00 56,454
62,676.00 42,219.

SGh D'IRh hNIH

FY 90 DAYCARE ASSISTANCE EXPENDITURES

(AS OF 2/11/92)

SUBSIDY EXPENDED

70
81
03
17
70
45
92
81
70
42
69
50
53
56
44
50
01
31
40
74
42
72
24
87
.52
.17
.94
.26
.85
40

059 P03

ADMIN.

452,290.
2,262.
10,376.
5,359.
6,834.
.35

1,993

4,010.
205,991.
1,777.
1,008.
2,099.
11.
6,423.
.28
.73
.88
.32
.63
.44

58,670

7,673
29,537
16,518
10,253
42,889

8,489.
666.
5,510.
1,579.
4,782.
6,270.
19,412.
.90

1,268

15,373.
5,645.
4,221.

EXP:

58
69
91
94
39

80
60
88
44
78
25
97

59
64
57
72
90
2

62

82
49
95
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FY 69 DAYCARE ASSISTANCE EXPENDITURES
(AS OF 2/11/92)

COMMUNITY XQIMi_&wARD. SUBSIDY EXPERQED APMIH.,. FXPi
Anchorage 4,608,694.00 4,013,971.56 401,397.18
Aniak 29,906.00 21,613.25 2,161.33
Bethel 136,598.00 91,030.21 9,333.04
Cordova 95,124.00 83,801.55 8,483.16
Craig 67,572.00 60,843.88 6.392.38
Delta Junction 15,001.00 12,354.66 1,316.75
Dillingham 25,086.00 17,631.46 2,004.16
Fairbanks 2,031,098.00 1,783,357.48 178,493.08
Ft. Greely 26,434.00 21,204.66 2,345.48
Galena 5,669.00 852.55 449 .21
Glennallen 15,215.00 10,308.80 1,030.88
Haines 34,690.00 28,315.15 3,174,52
Healy 6,026.00 1,442 .91 225.93
Homer 73,244.00 58,285.79 5,942 .58
Juneau 590,078.00 530.787.40 53,321.78
Kenai 184,245.00 167,365.69 16,818.55
Ketchikan 363,642.00 317,603.47 32,068.37
Kodiak 239,330.00 211,437.92 21,343.79
Kotzebue 122,046.00 99,594 _46 10,2?9.45
Mat-Su Borough 670,123.18 553,586.48 55,406.66
Metlakatla 72,259.00 65,341.10 6,872.13
Nome 76,491.00 58,167.76 6,126.79
North Slope 26,760.00 6,027.82 1,113.78
Petersburg 71,414.00 56,755.24 5,962.53
Seward 71,460.00 55,090.41 5,509.05
Sitka 211,401.00 157,645.75 16,007.58
Skagvay 7,941.00 6,152.51 1,024.25
Soldotna 138,356.00 116,157.50 11,615.71
Valdez 70,802.00 54,361.14 5,436.12

Wrangell 46,281.00 39,349.49 3,934.95



February 4, 1992
Redpresentative Georgianna Lincoln
P.O. Box

V
State Capitol Building
Juneau, AK 99811

Dear Representative Lincoln,

The Association of Local Administrators of Day Care Assistance supports
HB 384, and urges you to do the same.

The Local Administrator's Association is an informal or
local governments and organizations that run the 30 Day
Progr,ams in Alaska. At pur most recent annual meetln(% (

he” issue of administrative fundlngz was discussed at Tength. . The
members Present voted unanimously To support changing thé existing
statyte to address both the amount and mechanism of administrative
funding for local contractors,

nization of
are Assistance
pril 1991),

a
gC
A
9
¢

HB 384 addresses both issues. .~ Ten percent is not enough to run .a
quality program. Clients, c¢hild care providers and accountability
suffer”when”administration is underfunded, Actual costs vary from one
local contractor to another, but Local Administrators support 15% as a
fair level of state support.

The mechanism currently used is reimbursing local contractors on the
basis of the amount of subsidy fupds paid ‘each month. The amount
aries from month to month, and the actual amount of administrative
unds a local contractor will recerve 1s not known until after the
iscal year is over - too late to budget effectively. This can |ead

al contractors to be too conservative in their spending, keeping
ffing levels so Jow that clients can't get appointmentS when they
d them, and leaving subsidy funds unspent.

We urge you to supro_or_t HB 384. By allowing for more reasonable funding
levelS and more efficient budget management, local contractors can do a
better job of meeting the needs of clients and child care providers,
and meeting state administratjve re«iuwements. | f You have any
%SSMOYQS regarding our position, please feel free to contact me at

Sincerely,

Association of Local Administrators
c/o Day Care Assistance

Fairbanks North Star Borough

PO Box 71267

Fairbanks, AK 99707



Local Administrator™s Association

1991-92 Officers

President

T oTIO)
o

Vice-President

PO

Secretary

Treasurer Pat Booth

DCAP programs at April 1991 Local Administrator's Association meeting

Anchorage Ketchikan
Aniak Kodiak
Barrow Kotzebue
Bethel Mat-Su
Cordova Palmer
Craig Sitka
Fairbanks Skagv:?y
Haines Valdez
Juneau Wrangell

Kenai/Soldotna



Supplemental Informations
Day Care Assistance Jjdminlistrative.-Funding

The Day Care Assistance program exists to help eligible families work
or train for work by paying for child care costs. To do that, staff

must meet with families, work with child care providers, process child
care billings and perform related administrative tasks.

Funding comes from the State of Alaska, via the Department of Community
and Regional Affairs. The Day Care Assistance grant provides money for
child care subsidie' and program administration. An amount equal to
10% of monies spent on subsidies can be used for administration. There
are three problems with this:

1. families are not served even thougih subsidy monies go unexpended,
2. Program and budget management is less effecCtive;
3. ten"percent is not enough to cover direct operat|ona| costs.

Further explanation of each of these follows:

1. Every month the grantee pays for child care: after totalling the
amount spent, an additional 120% for administrative costs is added to
the invoice to the State. Every month a different amount is spent on
subsidies, and the amount of administrative funding changes. Total
annual administrative receipts will not be known until the fiscal year
IS over,

This uncertainty leads to being very conservative in administrative
spending - which would be good, except that it means fewer families are
served than could have been helped with the available subsidy funds.
Keeping staffing levels low enough to be certain to stay within budget



limits restricts the t'.me available for client interviews. People then
have to wait for appointment openings. Some families lose job
opportunities because they can't cover child care costs until their
appointment. This affects some programs more than others, depending in
part on program size and local financial support.

2. It is difficult to manage effectively with an ever shifting amount
of administrative funding: monies that could have been spent earlier in
the year to greater client service are not spent until the end of the
ye<;r.  This results in poorer service to families and child care

providers.’

3. Direct operational costs to the grantee (salaries, rent, supplies)
usually exceed 10%. For example, these costs averaged 12 to 13% in
fiscal years 1989 & 90 in the Fairbanks North Star Borough, but
increased to 18% in FY 91. In Ketchikan, direct costs are 22%. In
both these examples, the local governments have made up the difference.

A sample of administrative costs for FY9L:

Anchorage: 12% (direct .

Aniak: 14% (direct) 2% (indirect)
Bethel: 10% (direct o
Craig: 14% (direct) 1% }lndwect)
Fairbanks: 18% (direct) 8.6% (indirect)
Homer: 20% (direct

Juneau: 13% (direct

Kenal; 10% (direct

Ketchikan: 220% (direct

Some local governments do not contribute to their Day Care Assistance
programs: those programs are not able to use all of the available grant
subsidy funds because they cannot hire enough staff to run tne program.



Families are unable to work or go to school because they can't get Day
Care Assistance, even though the subsidy monies are there.

The solution being proposed is simple: to change the law to provide
administrative funds not to exceed 15% of total day care assistance
funds. The administrative amount would be specified in the grant
award, so local administrators could budget with certainty. Fifteen
percent would be enough to cover direct program operating costs for
some organizations: yet it is not enough for any grantee organization
to "skim".

|f the overall funding for Day Care Assistance does not increase, this
could cut into the allowable subsidy funds. However, by promoting more
effective management, a greater percentage of subsidy monies will be
spent statewide, helping more families.

February 1992
repared
her I Kee ers
e Ass stance
anks North Star Borough
arrbi% . AK 99707



Fairbanks N orth Star B orowugh

809 Pioneer Road P.O. Box 71267 Fairbanks, Alaska 99707-1267 907/459-1000

February 4, 1992

Representatives Pat Carney &G_eorgmnna Lincoln, Co-Chairs
House Health, Education & Social Services Committee
Alaska State Legislature

Box V

Juneau, Alaska 99811

Dear Representatives Carney and Lincoln,

The Fairbanks North Star Borough supports HB 384, and urges its
passage. The bill addresses two iIssues: the level and method of
admlnt|sttrat|ve funding for local contractors. Both are
important.

The first issue is clear; the costs to local contractors are
SImF|Y not covered by 10%. The State requires local coptractors
to tollow state policies and procedures, and those requirements
cannot be met at 10% cost. Ade%uate service to program
participants cannot be met at 10% funding.
Direct cqsts in the FNSB for sev
with indirect costs an additiona
erefore contributing more than
years, DCRA has made many program
improved the level c¢f service: As a résult, costs have risen.
Direct costs last fiscal year agproached 20%: Indirect costs
continue at 8.6%. Raising the State contribution to 15% will
approach a more equal sharing of the cost.

eral 0years averaged 12 - 13%,
| 8.6%. The Bordugh was

the State. _In the last two
c

hanges. The Borough has also

Equally important is setting che administrative fee on the

contract award rather than on the amount of benefits paid. The
costs locally to operate the Day Care Assistance pro_gram do not
fluctuate in” direct relationship to the benefits pail out each
month. For example, the cost one month to qualify 400 clients

for the program is not materially different that to qualify 375
clients for the program the next month. However, the
administrative fee Tecovery can be very different. We cannot
adjust our operating costs” month by mdnth, such as laying o ff
staff, rehiring statff, etc. to keep the administrative fee
recovery in line with the operating expenses.

The current situation causes local contractors who cannot _
subsidize the State's administrative fee to keep their_operating
costs down permanently by understaffing the program. This
understaffing causes day care benefits to lapse™ and not to reach
the clients as the program ii.ten >d.



In December 1990, the Borou%h AssemblY adopted a resolutio

urging  the Legislature to c an%e the Tevel and method of

administrative” funding for local contractors. A copy Is attached

in support of HB 384.

Should you have any questions or need further information, do not

hesitate to contact me or the Borough's Day Care Assistance

administrator, Cheryl Keepers. Thank you for your consideration.
Sincerely,

Chief Financial Officer

encl. as stated

cc. House HESS Committee Members:
Rep. Bettye Davis, Vice-Chairman
. Cheri Davis
ohn C. Gonzales
r}i iller
rk Hanley
n, Mayor
s Nofth Star Borough
e5|d|nﬂ Qfficer,
S é\lort Star Borough Assembly
0

. Commissioner ~
Community and Regional Affairs



Bg/:
Introduced:
Adopted:

RESOLUTION NO. 90-123

PROPOSING A CHANGE IN ALASKA STATUTES TO ESTABLISH A
STABLE AND ADEQUATE ADMINISTRATIVE FEE FOR ADMINISTRATION
OF THE DAY CARE PROGRAM A

WHEREAS, the Day Care Assistance program  wascreatedto
help low and moderate income parents work or train for work by
paying for child care costs; and

WHEREAS, to accomplish this goal certain administrative
tasks are required and costs are incurred;and

WHEREAS, the current law provides for a reimbursement

to local program administrators for costs of administration based
on actual subsidy expenditures; and

WHEREAS, a change from the reimbursement method to a
flat rate of program allocation would enable more dollars to bhe

used for parent subsidies rather that lapse (unspent) at year-
end; and

WHEREAS, the direct operational costs (such as rent,
salaries, supplies) of determining and monitoring parent
eligibili-y, and processing provider billings is 12-13% of the
subsidies expended, therefore, the local governments are maki.ig
up the dollars to keep the program stable; and

WHEREAS, it is in the best interest of the State to
continue to have the Day Care Program administered at the local
level; and

WHEREAS, the State is responsible to provide funds for
administration sufficient to;



1. pay the total cost of direct program operations
(administration), and

2. maximize the funding available for parent
subsidies.

NOW, THEREFORE, BE IT RESOLVED, that the Assembly of

the Fairbanks North Star Borough supports amending A.S.44.47.260"
to read

o 3D
— ™ wmo @D
(= Fatt [emipg

U
departm

O O o

m

0

mount equal to .13 [10] percent
0 annyal contract award to
e |

—O —

efits paid to day care
[ities in the geographjc area
dminjstered by] that 'municipality or
rganization, or

2) $§1,000 per year.

PASSED AND APPROVED THIS 13TH DAY OF DECEMBER, 1990

ATTEST:

c J? m 0

tl'edrk of the Assembly



Fairbanks N orth Star B orowugh
POO Pioneer Ro»d P.0. Dox. 71267 Fdiilijfik-,, Alaska 99707 1267 907/4 Ss-1tilll

January 27, 1992
Representative Cheri Davis
P.O. Box V.

State Capitol Bldg.
Juneau, AK 99811

Dear Representative Davis,

Thank you for introducing HB 384. The issue of
administrative funding for local organizations who run the
Day Care Assistance program is of great concern to me, as
the Local Administrator  of the Fairbanks North Star Borou%h
Day Care Assistance program, and to my colleagues across the
state. As you may know, Local Administrators have an
informal association which meets annually. At our meetings
in both 1990 and 1991 this came up as the top priority
issue. Over 20 of the 30 Pro%rams were represented at the
April 1991 meeting: the vote to support changing the statute
was unanimous.

There are actually two issues that need to be addressed in
this change. One is the percentage, as you note: 10% i9 not
enough to run a quality program. ~ClientS and accountability
suffer when administration of the, program IS underfunded.
Actual costs vary from oqne mummpalﬁy/orgamzatlon 1.0
another, but Local Administrators supporte

compromise.

15% as a fair

The second issue is the mechanism,_ i.e. payments based on
the amount 0f subsidy expended. ThIS IS d complex problenm,
but the bottom line 1s that, not knowing how much
administrative funding one will receivé until after the year
is over (and theadministrative funds spent) leads

organ izat.inns to be SO conservative IN{NEII administrative
spending that people who need the assistance may not ?et it
even when subsidy funds are available. Please refer to the
attached "supplemental information" for greater detail on
this ospcct 0 the problen. | would ask you to consider
rewording HB 384 to address this issueas well.

Again, thank youfor your work on thisissue. Please let me
know how we, as Local ‘Administrators of the Day Care
Assistance program, can assist in passage of HB384,

Sincerely,

Chei7J. n.cch=j.3, r1cS’ide|1t o
Local Administrator's Association
c/o Day Care Assistance

Fairbanks North Star Borough

PO Box 71267

Fairbanks, AK 99707



D ay Care A s s i s
Admin.1 ss-bra-t x v « P

Position Paper

tance
ayments

Administrative payments for local contractors running Day
Care Assistance are controlled by stature. ‘'Lhe relevant

section of the statute currently "reads:
BTN 47t2r%%t .Paay g tskmssapae o} B B ﬁ‘r%'%e
0

t—h—l-Q)
=3

DD
5
-~

[

]

('Df—h—i-:j

There are two problems wijth the existing law,

We R1echan|sm ghow the aémln?stratlve payments are
made) causes poor service to families and ineffective
program management; and

2. the amount paid to local contractors is far less
than it costs to run the program,

Local Administrators support deleting Section 44.47.260 and
replacmg it W|th

ntractor Admin trat|ve P yments
ractor acl | IStra |ve men s ma ex(cjeed AS percent
nnua a care as anc
rac or ma n recelve 1ess h 0
m nis rat| payments,

ge w j.Il resolve Lhc wuic”~liaulam issue,

the’ adequacy of funds to meet costs of runnlngathe'proréram
We. are aware that mcreasmg the adm|n|strat|ve fundlng

ould im pact, the fu g available for s u idics.  Huwever,
it would be |rrespon3|ble to continue to try to operate the
program at the current level, as this does not allow for
«dequate service to parents, child car©® provider,!, or the
community at large. It also does not allow adequate
program/fiseal accountability.

The proposed Iangua?e would allowl the state discretion in
allocating adminisfrative funds, so that programs that only
needed, for example, 12% adm|n|strat|ve fundlng would get
that. It does not mandate the full 15% be spent on

nijminj. trp tion



Supplemental—Information: DCA Administrative Funding

The Day Care Assistance program exists to help eligible
families work or train for work by paying for child care
costs. To do that, staff must meet with families, work with
child care t>roviders, prnrp.ec child car® billingc and

perform related administrative tasks.

Funding comes from the State of Alacka, via the Department
of Community and Rej/ioxitil Al'falro . The Day Care Assistance
grant provides money for child care subsidies and program
administration. An amount equal to 10% of monies spent on
subsidies can be used for administration. There are three
problems with this:

1. families are not served even though subsidy monies go
gheXFreongdr%gn; and budget management is less effective; and
5. ten percent is not enough to cover direct operational
costs.

Further explanation of each of these follows:

1. Every month the grantee pays for child care: after
totalling the amount spent, an additional 10% for
administrative costs is added to the invoice to the State.
Every month a different amount is spent on subsidies, and
the amount of administrative funding changes. Total annual
administrative receipts will not be known until the fiscal

year is over.

This uncertainty leads to being very conservative in
administrative spending - which would be good, except that



it means fewer families are served than could have heen
helped with the available subsidy funds. Keeping staffing
levels low enough to be certain to stay within budget limits
restricts the time available for client interviews. People
then have to wait for appointment openings. Some families
lose job opportunities because they can't cover child care
costs until their appointment. (This affects some programs
more than others. It 1is not a current problem in Fairbanks
because the Borough partially funds the administrative
budget. It was a problem in Fairbanks as recently as 1 year

ago. )

2. It is difficult to manage effectively with an ever
shifting amount of administrative funding: monies that could
have been spent earlier in the year to greater client
service af€ not epent until the end Of the year. ThioO
results in poorer service to families and child care
providers.

3. Direct operational costs to the grantee (salaries, rent,
supplies) usually exceed 10%. For example, these costs have
averaged 12 to 13% in the last two fiscal years for the
Fairbanks North Star Bor- ugh.- In Ketchikan, direct costs
are 22%. In Fairbanks, the Borough has made up the
difference in general fund revenues. Some local governments
those programs are not able to use all of the available
grant subsidy funds because they cannot hire enough staff to



run the program. Families are unable to work, or go to
school because they can ™ get Day Care Assistance, even

though the subsidy monies arethere.

Providing administrative funding in this manner is a major
flaw in the legislation that created the Day Care Assistance
program. Day Care Assistance administrators statewide are

working toward correcting the problem.

The solution being proposed is simple: to change the law to
provide administrative funds not to exceed 15% of total day
care assistance funds. The administrative amount would be
specified in the grant award, so local administrators could
budget with certainty. Fifteen percent would be enough to
cover direct program operating costs for many organizations:
yet it 1is not enough for any grantee organization to "skim".
This language would also give DCRA some discretion, in
allocating percentages: it is possible one grantee might
only need 12% and anotherneed 16%, as long as the total for

all programo would not exceed 15%.

ITf the overall funding for Day Care Assistance does not
increase, this wil] cut into the allowable subsidy funds.
However, by promoting more effective management, a greater
percentage of subsidy monies will be spent statewide,

helping more families.



RESOLUTION NO. 968

A RESOLUTION OF THE ASSEMBLY OF THE KETCHIKAN
GATEWAY BOROUGH, ALASKA, SUPPORTING LEGIS-
LATION TO ESTABLISH STABLE AND SUFFICIENT
FUNDING FOR COSTS INCURRED IN THE ADMINIS-
TRATION OF THE STATE DAY CARE PROGRAM; AND
ESTABLISHING AN EFFECTIVE DATE.

RECITALS

A. The State of Alaska Day Care Assistance program was
created to help low and moderate income parents work or train for
work by paying for child care costs.

B. In accomplishing this goal, certain administrative tasks
are required and costs are incurred by local Day Care Adminis-
trators .

C. The current law provides for the reimbursement to local
governments for the cost of administration of the program based on
actual subsidy expenditures,

D. A change from the current reimbursement method to a flat
rate of program allocation method would enable more dollars to be
used for parent subsidies rather than lapse, unspent, at the end of
the year.

E. The direct operational costs, such as rent, salaries,
supplies, and of determining and monitoring parent eligibility and
processing provider billings, is substantially higher than the

subsidies expended, forcing local governments to make up the cost
differential to keep the program stable.

F. The Assembly believes that it is in the best interest of
the State of Alaska to continue to have the Day Care Program
administered at the local level,

G. Under the Day Care Assistance Program, the State s
responsible for providing funds for administration that are
sufficient to pay the total cost of direct program operations
(administration) and for maximizing the funding available for
parent subsidies within each communb5.ty.

NOw, THEREFORE, IT IS RESOLVED BY THE ASSEMBLY OF THE
KETCHIKAN GATEWAY BOROUGH, ALASKA, as follows:

Section 1: The Borough Assembly hereby supports legislation
to establish stable and sufficient funding for costs incurred in
the administration of the State Day Care Program.

JO/E2



REsoLUTION NO. 968 Page 2

section__2: When a contract is executed under AS
44.47.250(b)(@2) or (b)(4) between the State and a municipality or
an organization, the Assembly recommends that the State pay to the
municipality or organization the greater of the following: (1) an
amount equal to twenty-two percent (22%) of the total annual
contract award for Day Care benefits paid to Day Care facilities 1in
the geographic area administered by that municipality or
organization (including any subsequently available funds), or (2)

one thousand dollars ($1,000) per year.

Section 3: This Resolution is jjEfedfive upon adoption.

BOROUGH MAYOR

ATTEST:

Approved as to form;

IIStfERIM BOROUGH ATTORNEY



K 1 DP AC Pos i1t 1 o0n Paper
Do.y C are A ssista.nce.
AcixxidLriiL eitor-eLt. rJL-vea P 0o .y m ent3

KIDPAC supports changing how local contractors are paid for
administering the Day Care Assistance program.

Administrative payments Tfor local contractors running Day

Care Assistance are controlled by statute. There are two
problems with the existing law;

1* the amount paid to local contractors is far less than
it costs to run the program, and

2. the mechanism (how the administrative payments are

made) causes poor service to clients as well as giving local
contractors unnecessary fiscal headaches.

KIDPAC supports deleting Section 44.47.260, which restricts
administrative payments to 10% of benefits paid for child
care, and replacing it with;

Contractor administrative payments may not exceed 15 percent
of the annual day care assistance program funds. A
contractor may not receive less than $1,000 in
administrative payments..

This change will resolve the mechanism issue, and improve
the adequacy of funds to meet costs. Please note that 15%
will NOT cover the Tfull cost of running the program: local
communities will still be paying something toward
administering Day Care Assistance.

We are aware that increasing the administrative funding
could impact the funding available for subsidies. However,
it would be irresponsible to continue to try to operate the
program® at the current level, as this does not allow for
ach><uate service to parents, child care providers, or the
community at large. It also does not allow adequate
program/fiscal accountability.

The proposed language would allow the state discretion 1in
allocating administrative funds, so LhalL programs Llial only
needed, for example, 12% administrative funding would get
that. It does not mandate the full 15% be spent on
administration.

KIDPAC - A Voice for Children
PO Box 20226

Anchorage, AK 99520

11791
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The Day Care Assistance program exists to help eligible
families work or train for work by paying for child care
costs. To do that, staff must meet with families, work wl\.h
child care providers, process child care billings and

perform related administrative tasks.

Funding comes from the State of Alaska, via the Department

of Community and Regional Affairs. The Day Care Assistance
grant provides money for child care subsidies and program
administration. An amount equal to 10% of monies spent on
subsidies can be used for administration. There are three
problems with this:

1. families are not served even though subsidy monies go
unexpended;

2. program and budget management 1is leas effective; and

3. ten percent is not enough to cover direct operationa."L
costs.

Further explanation of each of these follows:

1. Every month the grantee pays for child care: after
totalling the amount spent, an additional 10% for
administrative costs 1is added to the 1invoice to the Sta":e.
Every month a different amount 1is spent on subsidies, and
the amount of administrative funding changes. Total annual

administrative receipts will not be known until the fiscal

year is over.



This uncertainty loads to being very conservative 1in
administrative spending- which would be good, except that
it means fewer families are served than could have been
helped with the available subsidy funds. Keeping staffing
levels low enough to be certain to stay within budget
severely limits the time available for client interviews.
People then have to wait for appointment openings. Families
lose job opportunities because they can®"t cover child care

costs until their appointment.

2. It is difficult to manage effectively with an ever
shifting amount of administrative funding: monies that could
have been spent earlier in the year to greater client
service are not spent until the end of the year. This
results in poorer service to families and child care

providers.

3. Direct operational costs to the grantee (salaries, rent,
supplies) usually exceed 10%. For example, these costs have
averaged 13% in the last two Tfiscal years in Fairbanks. In
Ketchikan, direct costs are 22%. While the 10% was designed
to require local contribution, some local governments do not
contribute to their Day Care Assistance programs. Those
programs are not able to use all of the available grant
subsidy funds because they cannot hire enough staff to run

the program. Families are unable to work or go to school



because they can"t get Day Care Assistance,even though the

subsidy monies are there.

Providing administrative funding in this manner 1is a major
flaw in the legislation that created the Day Care Assistance

program.

The solution, being proposed is simple: to change the law to
provide administrative funds not to exceed 15% of total day
care assistance funds. The administrative.amount would be
specified in the grant award, so local administrators could
budget with certainty. Fifteen percent would be enough to
cover direct program operating costs for many organizations:
yet it is not enough for any grantee organization to "skim".
This language would also give DCRA some discretion in
allocating percentages: it is possible one grantee might
only need 12% and another need 16%, as long as the total for

all programs would not exceed 15%,

If the overall funding for Day Care Assistance does not
increase, this will cut into the allowable subsidy funds.
However, by promoting more effective management, a greater
percentage of subsidy monies will be spent statewide,

helping more families.

KIDPAC - A Voice for Children
PO Box 202266
Anchorage, AK 09520-



KETCHIKAN GATEWAY BOROUGH

i Day Care Assistance
S 360 Main Street
Ketchikan, Alaska 99901
(907) 228-6636

February 15. 1iv92

Representat. ivs Cheri Davis
P.O. Bf'X V
Juneau Alaska 998 11

Dear Kenresen>at iv*~ Davi.-;

As the 1l.ocal Admini at rator for the Ketchikan Dav are Assistance
Procram 1 am writ mu 1in .suprori of HB ‘el

The DCAP nrocjram has been functioning for fhe past 12 vears with
tho same percentaae (10?]1 for administrative cos’ . Two other day
care related programs. Transitional Day Care (TCCB) and At Risk
Assistance (ARA) both aliocate 15% for adminiserative costs.

| appreciate your efforts to put DCAP in line with TCCB and ARA.
Please add my name to those in support of HE 354,

Sincerelv,

Linda Inalicf .
Day Care Administrator



February 13, 1592

Representative Cheri Davis
Alaska State Legislature
State Capitol

Juneau, Alaska 99801-1182

RE: HB 384

Dear Representative Davis:

T am the Daycare Assistance Local Administrator in Petersburg
and wish to convey to you my strong support for the passing of HB
384

Administrative costs have remained at 10% since the inception
of the Daycare Assistance program which has been nearly 15 years.
As we both know, the costs of administrative expenses have done
nothing but increase.

Local administrators have had to absorb the increase of phone,
postage, office supplies, advertising, gas, etc. even though they
have received no increase for administrative costs to help absorb
the 1increase of expenses leaving the local administrators going
backwards for too many years and this doesn"t even allow for
inflation or a recession.

It is 1long past-due for an increase for administrative
expenses and 1 strongly send mv support for the passage of HB
384.

Sincerely,

Terry H. Hindman

Local Daycare Assistance Administrator
P.O. Box 1089

Petersburg, Alaska 99833

(907) 772-3565

cc: Cheryl Keepers

TOTAL P.



HOUSE COMMITTEE REPORT

a)

Date Referred: January 13, 1992 FURTHER REFERRALS: Community & Regional Affairs
Finance

Date of Committee Action:

The HEALTH, EDUCATION AND SOCIAL SERVICES Committee considered: HB 384

HOUSE BILL NO. 384 ADMIN. COSTS OF DAY CARE PROGRAMS

"An Act relating to administrative costs of contractors under the day care assistance program."

RECOMMENDATIONS: | ] the same title
be replaced with 1 ] anew title

[ ] have attached amendments(s)

[ L']-'do'pass

[ ] do notpass
[ ] norecommendations
[*-individual recommendations

[ ] additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(S):  (Depy APPROVES PREVIOUS: (Dept/Due)
[Lflfscal impact Com no -Y V<lcyprrioSL J Fiscal note(s)
[ ] zero fiscal note [ ] zero fiscal note(s)

SIGNINGDO PASS DP OTHER RECOMMENDAT IONS DNP NR AM

; -
—1
)

cuAmd im~s1GNAREN
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7-LS 184473
Cook
3/13/92
CS FOR HOUSE BELL NO. 476 (CRA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE -SECOND SESSION
BY THE HOUSE COftIMUNITY AND REGIONAL AFFAIRS COMMITTEE
Offered:
Referred:
Sponsors):  HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMTITEE
A BELL
FOR AN ACT ENTITLED
1 "An Act requiring municipal fiscal, notes for bills and resolutions."
2 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
3 *Section 1. AS 24.08.035 is amended by adding a new subsection to read:
4 (e) If a bill or resolution that is referred to at least two committees, except an
5 appropriation bill, affects a municipality, there shall be attached to the measure a municipal fiscal
6 note containing an estimate for the current fiscal year and five succeeding fiscal years of the cost
7 to municipalities that would result from enactment of the measure. If the measure does not
8 increase costs to a municipality, a statement to that effect shall be attached. The second
9 committee of referral shall request the municipal fiscal note. It shall be prepared by the
10 Departmentof Community and Regional Affairs in cooperation with other affected state agencies.
11 It shall be. delivered in accordance with (d) of this section within five days of the request, or
12 within two days if the request is made after the 90th day of a reqular session or during a special
13 session. To the extent practicable, before delivering the fiscal note the department shall consult
14 with municipalities that would be affected by the measure. The municipal fiscal note must
- CSHB 476(CRA)

New Text Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT WORK DRAFT

contain information that substantially complies with (c)(1), (2), (6), and (7) - (9) of this section.
An amendment or a substitute measure proposed by a committee of referral that changes the

1
2
3 fiscal effect of a bill on a municipality shall be explained by the department in a revised
4 municipal fiscal note attached to the bill.

5

* Sec. 2. This Actis repealed July 1, 1997.

CSHB 476(CRA) 2-
New Text Underlined [DELETED TEXT BRACKETED]



MEMORANDUM

TO: JER"DV

FROM NANC?-~ /

RE TODAY*S MEETING AVAIRI\

HB 384 - Current law limits administrative costs of day care
assistance to 10%; this billl would increase it to 15%. DCRA

fiscal note reflects that the 5% increase in administrative
costs will remove $570,000 from the program and eliminate
funding for 160 children if new funds are not received for the

program to cover the 1increase. The department supports the
bill because it believes the increased administrative funding
will encourage more municipalities to participate. I also

note that DCRA proposes to reduce day care assistance by
$884.7 under their budget reduction scenario.

HB 526 - Rep. Lincoln 1is meeting this morningwith Commerce
and DOTPF to try to work out some issues withthebill. DOTPF
apparently has problems with the bill; Commerce has submitted
a $99.9 fiscal note (none received as yet from DOTPF). This

bill allows communities to form local citizen®s commissions to
monitor state construction contracts in progress and evaluate

performance. Commerce would be required to base decisions on
the renewal of a contractor®s license on the recommendation of
these local commissions. Unincorporated communities would be

given the right to participate in contract administration;
they may assume all or part of the public works
administration, or jointly administer with the department
(DOTPF). Small communities (under 2,000) would be relieved
from the competitive bid process for contratsforgoods or
services on projects under $100,000.

HB 476 - We have a new draft CS. I have 1incorporated
amendments which 1include: the fiscal note will be requested
at the second committee of referral; will reflect only costs
and not savings; will be done by C&RA in cooperation with any
affected state agencies; will be distributed in accordance I
with AS 24.08.035(d); will include information r”~juirsd 1in A"
24.08.035(c) (1), (2), () and (1) - (9); and will sunset in
five years.

I did not include two of the amendments requested by the AML.
One was to define "mandate™, a term which dees not appear in
the bill; the other one provided that no legislation or agency
rule would be binding on local governments if a fiscal note
form was not attached. The legislature cannot pass a bill
which binds them to any future action; also, if you have a
bill with only one committee referral, there would be no
requirement for a fiscal note to be prepared. I was also
confused by the term "agency rule”; 1 would assume that
includes policy and regulation, which goes beyond the scope of
this bill.





