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CS F O R  S E N A T E  B IL L  N O . 96(C R A )

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

O f fe r e d :
R e fe r r e d :

Sponsor(s): SENATOR KELLY

A B IL L  

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

" A n  A c t re la tin g  to m u n ic ip a l a c tiv itie s , se rv ices, o r  p ro g ra m s  m a n d a te d  by the  

s ta te ."

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

* Section 1. LEG ISLAT IVE FINDINGS AND INTENT, (a) In this state, the legislature 

has the power during each session to dramatically change the laws o f the state. Statutes can 

be, and are. enacted, repealed, and amended each year. The law as it applies to citizens in 

this state is always changing. Additional changes in the law from year to year based upon 

the legislature's funding choices are not different in nature from legislative statutory 

amendments because both die statutory changes and the funding decisions are within the 

control o f the legislature.

(b) The legislature finds that

(1) an "unfunded mandate" is any statute, administrative regulation, or order 

tiiat demands action from a subordinate government without adequate provision for funding 

the cost to the subordinate government o f implementing the demanded action;
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(2) unfunded mandates are a nationwide problem because federal or state 

governments have tended to balance their budgets on the backs o f subordinate governments, 

thereby shielding themselves from taking the fiscal responsibility fo r their own policy and 

program decisions; from a purely political standpoint, an unfunded mandate can ensure that 

the blame for higher taxes or service cuts falls to local elected oflic ia ls rather than the 

government that made the decision;

(3) the legislature has proposed strong measures against the imposition o f 

unfunded mandates by the federal government on the state;

(4) in the United States, 16 states currently have legislation to lim it or prohibit 

state governments from imposing unfunded mandates on municipalities; in addition, anti­

mandates legislation was introduced in 22 state legislatures in the 1993 - 1994 legislative 

session to protect municipalities;

(5) according to a September 1994 research report by the National League o f 

Cities titled "Anti-Mandates Strategies - Reimbursement Requirements in the States," it is 

d ifficu lt to quantify the overall effect of mandates because most municipalities are faced with 

hundreds o f unfunded mandates, many o f which have relatively low costs, but that together 

are very expensive and annually increasing in cost; the cost o f unfunded mandates is partially 

covered by state revenue sharing or other state aid to municipalities; however, the problem is 

intensified because state governments often tend tc cut funding programs as they shift services 

and new mandates to municipalities;

(6) state government has cut state aid to municipalities in this state far more 

deeply than any other major program (over 55 percent in the past 10 years) while it has 

significantly increased the number o f unfunded mandates on municipal governments through 

statutes, appropriation bills, regulations, and administrative actions;

(7) the effects o f unfunded mandates and decreased state aid on municipalities 

has substantially decreased the quality o f life in most municipalities through decreases in 

municipal basic services such as public safety, road maintenance, culture and recreation 

services, social services, public education, and waste management;

(8) the imposition o f new unfunded mandates on municipalities while 

incrementally decreasing state aid to municipalities to implement existing mandates has been 

a major cause o f increased property taxes and other local taxes, as well as a major cause o f
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the destabilization o f some communities that has lead, and w ill lead, to dissolution o f 

municipalities.

* Sec. 2. AS 24.08 is amended by adding a new section to read:

Sec. 24.08.120. MANDATED MUN IC IPAL SERVICES, (a) Except as 

provided in (d) o f this section, a b ill enacted after January 1, 1996, that imposes or 

increases costs mandated by the state as a result o f a new activity, service, or program 

or an increase in die level o f municipal funding for an activity, service, or program 

required o f municipalities by the bill is not effective unless sufficient funds are 

appropriated at the time o f enactment to fu lly fund the mandated activity, service, or 

program. Unless sufficient levels o f funding continue to be appropriated in each 

successive legislative session that the mandate is in effect, or new funding is otherwise 

provided annually, the mandate shall be inoperative in its effect upon a municipality 

until sufficient state funds are provided to pay the additional costs directly required for 

the actual performance o f die activity, service, or program.

(b) Each bill enacted after January 1, 1996, that applies to municipalities must 

include findings regarding its effect on municipalities prepared by the legislative 

finance division. Each regulation or administrative order adopted under the authority 

o f a b ill enacted after January 1, 1996, that applies to municipalities must include 

findings regarding its effect on municipalities prepared by the Department o f 

Community and Regional Affairs. A bill, regulation, or order without findings 

required under this subsection is void. The findings must address whether

(1) the b ill, regulation, or order mandates a new activity, service, or 

program, significantly increases a current activity, service, or program, or causes a 

significant increase in the level o f municipal funding for an activity, service, or 

program; and

(2) a mandate contained in the b ill, regulation, or order w ill have a 

significant financial effect on municipalities.

(c) I f a municipality disputes findings made under (b) o f this section, it nr.uy, 

w ith in 30 days after the effective, date o f the bill, regulation, or order, file a petition, 

in writing, with the legislative audit division for a determination of the accuracy o f the 

findings. The legislative audit division shall make its determination public within 60
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1 days after receipt o f the petition.

2 (d) This section does not apply to a

3 (1) b ill passed in response to a disaster emergency declared by the

4 governor under AS 26.23.020;

5 (2) b ill passed by two-thirds o f the members o f each house;

6 (3) mandate requested by resolution from the Alaska Municipal League;

7 (4) b ill that affirms-existing law as it has been construed by die courts

8 or enacts federal law or regulation in the form in which it was enacted or promulgated;

9 or

10 (5) b ill that creates, eliminates, or changes an offense; in this

11 paragraph, "offense" has the meaning given in AS 11.81.900.

12 (c) For purposes o f this section,

13 (1) "costs mandated by the state" means any increased cost creating a

14 significant financial effect that a municipality is required to incur as a result o f any bill

15 that, when enacted, mandates a new activity, service, or program, significantly

16 increases a current activity, service, or program, or causes a significant increase in the

17 level o f municipal funding for an activity, service, or program; costs mandated by the

18 state do not include costs o f the type experienced equally by private and public entities

19 that are incurred by a municipality in its proprietary capacity; costs mandated by a bill

20 include any costs associated with regulations adopted under the audiority o f die bill

21 i f  it is enacted;

22 (2) "increase in the level o f municipal funding for an activity, service,

23 or program" means any change in a municipality's delivery o f a current service.

24 activity, or program, or a reduction in the level o f state funding for an activity, service,

25 or program that is required by either a new or amended statute or that would be

26 required by a bill i f it ts enacted;

27 (3) "new activity, service, or program" means an activ ity, service, or

28 program that is required as a result o f a statute or b ill that was not required before

29 enactment o f die statute or diat is not required unless the b ill is enacted and that

30 results in costs mandated by the state;

31 (4) "new funding" means a new appropriation;
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(5) "significant financial effect" means the employment o f additional 

personnel in one or more municipalities or an increase in expenditures fo r contracted 

services or equipment o f more than $20,000 in each o f one or more municipalities.
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CP76.3 (by  O . Cv' J  3 ^  3 9-LS0751\G.2 */
C o o k

3/24/05

A M E N D M E N T

TO: CSSB 96(CRA), Work Draft 9-LS0751\G, dated 3/22/95

1 Page 3, line 16:

2 Delete "audit"

3 Insert "finance"

4 Page 3, after line 30:

5 Insert a new paragraph to read:

6 "(1) b ill passed in response to a disaster emergency declared by the

7 governor under AS 26.‘.'.3.020;"

8 Renumber the fo llow ing paragraphs accordingly.

9 Page 4, line I:

10 Delete "the affected municipalities"

11 Insert "resolution from the Alaska Municipal League"



AM EN DM EN TS  TO B E  B E F O R E  S E N A T E  C O M M U N IT Y  & R E G I O N A L  A F F A I R S  
C O M M IT T E E  R E G A R D I N G  S E N A T E  B I L L  96 ( U n f u n d e d  Ma n d a t e s )

A m e n d m e n t  G . 2

( a d o p t e d  b y  C o m m i t t e e  3 /2 2 )

A m e n d m e n t  G . 3

( n e w  p r o p o s a l  b y  S e n a t o r  K e l l y )

A m e n d m e n t  G . 4

( n e w  p r o p o s a l  b y  S e n a t o r  K e l l y )

A m e n d m e n t  #5

( n e w  p r o p o s a l  b y  S e n a t o r  T o r g e r s o n )
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Cook

3/24/95

A M E N D M E N T

TO: CSSB 96(CRA), Work Draft 9-LS0751\G, dated 3/22/95

1 Page 3, line 16:

2 Delete "audit"

3 Insert "finance"

4 Page 3, after line 30:

5 Insert a new paragraph to read:

6 "(1) b ill passed in response to a disaster e? y declared by the

7 governor under AS 26.23.020;"

8 Renumber the follow ing paragraphs accordingly.

9 Page 4, line 1:

10 Delete "the affected municipalities"

11 Insert "resolution from the AJaska Municipal League"



1 Page 3, line 9:

2 Delete "new"

3

4

5

I

6 Page 3, lines 14 and 15:

7 Delete ", and each regulation or other administrative order adopted after January 1,

8 1996,"

9 Page 3, line 17, after "division.":

10 Insert "Each regulation or administrative order adopted under the authority o f a bill

11 enacted after January' 1, 1996, that applies to municipalities must include Findings regarding

12 its effect on municipalities prepared by the Department o f Community and Regional Affairs."

9-LS0751\G.3/
Cook

3/29/95

A M E N D M E N T

O FFER ED  IN  TH E SEN A TE  B Y  SEN A TO R  K E L L Y
TO : CSSB 96(CRA) (W ork D ra ft 9-LS0751\G, dated 3/22/95)

13 Page 4, line 31, through page 5, line 9:

14 Delete all material.



A M E N D V f E N T

9-LS075 l\G.*t / 
Cook

Page 4, lines 26 • 27:

Delete "it does not include transfers or reductions in another appropriation;"

O FFER ED  IN  THE SEN ATE B Y  SEN A TO R  K E LL Y
TO: CSSB 96(CRA) (Work D raft 9-LS0751\G, dated 3/22/95)

•I-



AM EN DM EN T  if5 

BY S E N A T O R  TO R G E R S O N

T O :  C S S B  9 6 (C R A )  (Wo r k  D r a f t  9 - L S 0 7 5 1 V G ,  d a t e d  3 / 3 3 / 9 5 )

P a g e  3 ,  l i n e  1 3 :

D e l e t e  " r e v o k e d "

I n s e r t  n e w  l a n g u a g e  t o  r e a d :

" i n o p e r a t i v e  i n  i t s  e f f e c t  u p o n  a  m u n c i p a l i t y  u n t i l  s u f f i c i e n t  s t a t e

FU N D S A RE P R O V ID E D  TO PA Y  T H E A D D IT IO N A L  C O ST S  D IR E C T L Y  R E Q U IR E D  FOR 

TH E ACTUAL PERFO RM A N C E O F T H E  A C T IV IT Y ,  S E R V IC E  OR P R O G R A M . "

P a g e  4 ,  l i n e  30 :

A f t e r  " $ 2 0 ,0 0 0  i n "

I n s e r t  n e w  l a n g u a g e  t o  r e a d :

" e a c h  o f "



1 Page 3, line 16:

2 Delete "audit"

3 Insert "finance"

9-LS0751\G.l
Cook

3/22/95

A M E N D M E N T

O FFER ED  IN  TH E SEN A TE
TO: CSSB 96(CRA) 9-LS0751\G (3/22/95)

BY SENATOR KELLY

-1-



PROPOSED AMENDMENTS BY SENATOR KELLY TO 

CS SB 96(CRA) WORK DRAFT G

TO PAGE THREE, LINE 14:

A f t e r  " 19 96 " ,  d e l e t e  [AND EACH REGULATION OR OTHER ADMINISTRATIVE 

ORDER ADOPTED AFTER JANUARY 1, 1996]

TO PAGE 3,  LINE 16:

D e l e t e  [AUDIT]  and r e p l a c e  w i t h  " f i n a n c e "

TO PAGE 3 , LINE 17:

A f t e r  " d i v i s i o n " ,  add new l anguage * ^ r e a d : ]

lE a ch  r e g u l a t i o n  o r  o t h e r  a d m i n i s t r a t i v  o r d e r  adopted  a f t e r  Janua ry  1. 

_1996.  as a r e s u l t  o f  a b i l l  enac ted  a f t e r  J a n u a r y  1. 1996. must  

. i n c l u d e  f i n d i n g s  r e g a r d i n g  i t s  e f f e c t  on m u n i c i p a l i t i e s  ask prepa red  

bv t h e  Depa r tment  o f  Communi ty and Reg iona l  A f f a i r s . "

TO PAGE 4 AND 5:

D e l e t e  S e c t i o n  3.



W O R K  D R A F T W O R K  D R A F T W O R K  D R A F T

9-LS0751VG
Cook

3/22/95

C S F O R  S E N A T E  B IL L  N O . 96(C R A )

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

HY TICE SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Offered:
Referred:

Sponsor(s): SENATOR KELLY

A B IL L

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

1 "A n  Act re la ting to municipal activities, services, or programs mandated by the

2 state and requ iring increased costs t o  municipalities to be included in fiscal notes

3 on regulations."

4 I BE IT  ENACTED BY TH E LEG ISLATURE O F  THE STATE O F  A LASKA :

5 || * Section 1. LEG ISLAT IVE FINDINGS AND INTENT, (a) In this state, the legislature

6 II has the power during each session to dramatically change the laws o f the state. Statutes can

7 be, and arc, enacted, repealed, and amended each year. The law as it applies to citizens in

8 this state is always changing. Additional changes in the law from year to year based upon

9 the legislature's funding choices arc not different in nature from legislative statutory

10 amendments because both the statutory changes and the funding decisions are w ith in the

11 control o f die legislature.

12 || (b) The legislature finds that

13 || (1) an "unfunded mandate" is any statute, administrative regulation, o r order

14 || that demands action from a subordinate government without adequate provision fo r funding

- I*
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the cost to the subordinate government o f implementing the demanded action;

(2) unfunded mandates are a nationwide problem because federal or state 

governments have tended to balance their budgets on the backs o f subordinate governments, 

thereby shielding themselves from taking the fiscal responsibility fo r their own policy and 

program decisions; from a purely political standpoint, an unfunded mandate can ensure that 

the blame fo r higher taxes or service cuts falls to local elected offic ia l rather than the 

government that made the decision;

(3) the legislature has proposed strong measures against the imposition of 

unfunded mandates by the federal government on the state;

(4) in the United States, 16 states currently have legislation to lim it or prohibit 

state governments irom imposing unfunded mandates on municipalities; in addition, anti­

mandates legislation was introduced in 22 state legislatures in the 1993 - 1994 legislative 

session to protect municipalities;

(5) according to a September 1994 research report by the National League of 

Cities titled "Anti-Mandates Strategics - Reimbursement Requirements in the States," it is 

d ifficu lt to quantify the overall effect o f mandates because most municipalities arc faced with 

hundreds o f unfunded mandates, many o f which have relatively low costs, but that together 

are very expensive and annually increasing in cost; the cost o f unfunded mandates is partially 

covered by stale revenue sharing or other state aid to municipalities; however, the problem is 

intensified because state governments often tend to cut funding programs as they shift services 

and new mandates to municipalities;

(6) state government has cut state aid to municipalities in this state far more 

deeply than any other major program (over 55 percent in the past 10 years) while it has 

significantly increased the number o f unfunded mandates on municipal governments through 

statutes, appropriation bills, regulations, and administrative actions;

(7) the effects o f unfunded mandates and decreased state aid on municipalities 

has substantially decreased die quality o f life in most municipalities through decreases in 

municipal basic services such as public safety, road maintenance, culture and recreation 

services, social services, public education, and waste management;

(8) the imposition o f new unfunded mandates on municipalities while 

incrementally decreasing state aid to municipalities to implement existing mandates has been

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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a major cause o f increased property taxes and other local taxes, as well as a major cause o f 

the destabilization o f some communities that has lead, and w ill lead, to dissolution o f 

municipalities.

* Sec. 2. AS 24.08 is amended by adding a new section to read:

Sec. 24.08.120. MANDATED MUN IC IPAL SERVICES, (a) Except ts 

provided in (d) o f this section, a b ill enacted after January 1, 1996, that imposes cr 

increases costs mandated by the state as a result o f a new activity, service, or program 

or an increase in the level o f municipal funding for an activity, service, or program 

required o f municipalities by the b ill is not effective unless sufficient new funds ate 

appropriated at the time of enactment to fu lly fund the mandated activity, service, or 

program. Unless sufficient levels o f funding continue to be appropriated in each 

successive legislative session that the mandate is in effect, or new funding is otherwise 

provided annually, the mandate shall be revoked.

(b) Each b ill enacted after January 1, 1996, and each regulation or other 

administrative order adopted after January 1, 1996, that applies to municipalities must 

include findings regarding its effect on municipalities prepared by the legislative audit 

division. A b ill, regulation, or order without findings required ur._ r this subsection 

is void. The findings must address whether

(1) the b ill, regulation, or order mandates a new activity, service, or 

program, significantly increases a current activity, service, or program, or causes a 

significant increase in the level o f municipal funding for an activity, service, or 

program; and

(2) a mandate contained in the bill, regulation, or order w ill have a 

significant financial effect on municipalities.

(c) I f a municipality disputes findings made under (b) o f this section, it may, 

w ith in 30 days after the effective date of the b ill, regulation, or order, file a petition, 

in writing, with the legislative audit division for a determination o f the accuracy o f the 

findings. The legislative audit division shall make its determination public w ithin 60 

days after receipt o f the petition.

(d) This section docs not apply to a

U ) b ill passed by two-thirds o f the members o f each house;

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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(2) mandate requested by the affected municipalities;

(3) b ill that affirms existing law as it has been construed by the courts 

or enacts federal law or regulation in the form in which it was enacted or promulgated; 

or

(4) b ill that creates, eliminates, or changes an offense; in this 

paragraph, 'offense" has the meaning given in AS 11.81.900.

(e) For purposes o f this section,

(1) "costs mandated by the state" means any increased cost creating a 

significant financial effect that a municipality is required to incur as a result o f any bill 

that, when enacted, mandates a new activity, service, or program, significantly 

increases a current activity, service, or program, or causes a significant increase in the 

level o f municipal funding for an activity, service, or program; costs mandated by the 

state do not include costs o f the type experienced equally by private and public entities 

that are incurred by a municipality in its proprietary capacity; costs mandated by a bill 

include any costs associated with regulations adopted under the authoriry o f the b ill 

i f it is enacted;

"increase in the level o f municipal funding fo r an activity, service, 

or program" means any change in a municipality's delivery c f a current service, 

activity, or program, or a reduction in the level o f state funding for an activity, service, 

or program that is required by either a new or amended statute or that would be 

required by a b ill i f it is enacted;

(3) "new activity, service, or program" means an activity, service, or 

program that is required as a result o f a statute or b ill that was not required before 

enactment o f the statute or that is not required unless the b ill is enacted and that 

results in costs mandated by the state;

(4) "new funding" means a new appropriation; it does not include 

transfers or reductions in another appropriation;

(5) "significant financial effect" means the employment o f additional 

personnel in one or more municipalities or an increase in expenditures for contracted 

services or equipment o f more than $20,000 in one or more municipalities.

* Sec. 3. AS 44.62.195 is amended to read:

W O R K  D R A F T  W O R K  D R A F T  W O R K  C R A F T
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1 Sec. 44.62.195. FISCAL NOTES ON REGULATIONS, i f  the adoption,

2 amendment, or repeal o f a regulation would require increased appropriations by the

3 state, the department or agency affected shall prepare an estimate o f the appropriation

4 increase for the fiscal year follow ing adoption, amendment, or repeal o f the regulation

5 and for at least two succeeding fiscal years. I f  the adoption, repeal, or amendment

6 o f a regula tion would require increased costs to munic ina lities. the Department

7 o f Commun ity and Regional A ffa irs shall prepare an estimate o f the increased

8 costs fo r the fiscal vear fo llow ing the regulation change and fo r at. least two

9 succeeding fiscal vears.

1 W O R K  D R J ^ T  W O R K  D R A F T  W O R K  D R A F T
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ANALYSIS

MflR 2 2  ' 9 5  12 :21PM LEGISLATIVE AUDIT 9 0 7  4 6 5  23 4 7

FISCAL NOTE
ST A T E O F  A LA SK A
1995 LEG IS LATT 'E SESSION

b e l l n

Revision Date: _____

Title: y  . & L  & £ £ . /
d c ' / s  /T V ? ™ *

Sponsor:
Requester:

Dept. Affected:
_BRU: * _ /
jffcomponent; — _______

Expenditures/Revenues
OPERATING EXPENDITUREf

PERSONAL SERVICES 
TRAVEL 
CONTRACTUAL 
SUPPLIES 
EQUIPMENT 
LAND L  STRUCTURES 
GRANTS, CLAIMS 
MISCELLANEOUS
TOTAL OPERATING

I CAPITAL EXPENDITURES"

I CHANGE IN REVENUES f

FUND SOURCE
1 0 0 2  Federal Receipt*
1 0 0 3  GF Match
1 0 0 4  GF
1 0 0 8  GF/Program Receipts 
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LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

1907) ‘165-3867 or 165-2150
FAX (90/) 165-2029
Moil Slop 3101

130 Seward Street, Suite 309
Juneau, Alaska 99801-2105

M E M O R A N D U M March 15, 1995

SUBJECT: State mandates on municipalities (CSSB 96(CRA))

TO : Senator John Torgerson
Chair, Senate Community and Regional Affairs

FROM : Tamara Brandt Cook 
Director o f Legal Services

Here is a new draft incorporating changes requested by memorandum from Kevin ftitc liie 
dated March 14, 1995. With the exception o f the change made to incorporate the ddnn iion 
o f offense as it appears in the Criminal Code, be aware that the changes made in f h i r  draft h  
no way alleviate the concerns and questions I expressed in my memorandum to you dated 
March 8, 1995. With respect to the specific changes made in this draft I have some additional 
comments. Note that because the bill now seems to be dealing w ith enactments rather than 
effective dates, the operative provision has been relocated to AS 24.08.

(1) Sec.24.08,120(a) - This subsection is illogical as reworded. On the one hand, it applies 
to bills enacted after a particular date. On the other it claims those very bills may not be 
enacted unless certain things occur. As a substantive matter, it appears that the subsection 
is intended 10 prevent the enactment o f certain bills and require the repeal o f others. Since 
the legislature, subject to veto by the governor, has the constitutional power to enact and 
repeal laws, how is this to be accomplished? And, once again, who is to decide whether 
sufficient new funds have been appropriated for p rposes o f determining whether or not a bill 
is enacted (and, whether the funds cease to be provided later, fo r purposes o f determining 
whether it is repealed)? How is one to know what laws have been enacted and what laws 
have been repealed'7

(2) Sec. 24,08.120(b) - Under this subsection it is now the legislative audit division that must 
prepare findings for every regulation, administrative order or bill adopted or enacted after the 
trigger date. Y u  under subsection (c) i f a municipality disputes findings it files a petition for 
review with the legislative audit division. Is this review provision useful in any way when it 
is the same division that originally prepares the findings that must now review them? Docs 
anything happen as a result o f the review?

TBC:klb 
95-164.klb
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C S F O R  S E N A T E  B IL L  NO . 96(C R A )

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Offered:
Referred:

Sponsor(s): SENATOR KELLY

A B IL L  

F O R  A N  A C T  E N T IT L E D  

" A n  A ct re la tin g  to  m u n ic ip a l ac tiv itie s  o r  serv ices m a n d a te d  by  th e  s ta te  an d  

re q u i r in g  in c re a se d  costs  to  m u n ic ip a litie s  to  be in c lu d e d  in  fiscal n o tes  on 

re g u la tio n s ."

B E  IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section 1. LEG ISLAT IVE FINDINGS AND INTENT, (a) In this state, the legislature 

has the power during each session to dramatically change the laws o f the state. Statutes can 

be, and are, enacted, repealed, and amended each year. The law as it applies to citizens in 

this state is always changing. Additional changes in the law from year to year based upon 

the legislature's funding choices are not different in nature from legislative statutory 

amendments because both the statutory changes and die funding decisions are within die 

control o f the legislature.

(b) The legislature finds that

(1) an "unfunded mandate" is any statute, administrative regulation, or order 

that demands action from a subordinate government without adequate provision for funding

-1- CSSB 96(CRA)
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the cost to the subordinate government o f implementing the demanded action;

(2) unfunded mandates are a nationwide problem because federal or state 

governments have tended to balance their budgets on the backs o f subordinate governments, 

thereby shielding themselves from taking die fiscal responsibility fo r their own policy and 

program decisions; from a purely political standpoint, an unfunded mandate can ensure that 

the blame for higher taxes or service cuts falls to local elected offic ia ls radier than the 

government that made die decision;

(3) the legislature has proposed strong measures against the imposition o f 

unfunded mandates by the federal government on the state;

(4) in the United States, 16 states currendy have legislation to lim it or prohibit 

state governments from imposing unfunded mandates on municipalities; in addition, anti 

mandates legislation was introduced in 22 state legislatures in the 1993 - 1994 legislative 

session to protect municipalities;

(5) according to a September 1994 research report by the National League of 

Cities titled "Anti-Mandates Strategies - Reimbursement Requirements in die States," it is 

d iff ic u lt to quantify the overall effect o f mandates because most municipalities are faced widi 

hundreds o f unfunded mandates, many o f which have relatively low costs, but that together 

are very expensive and annually increasing in cost; the cost o f unfunded mandates is partially 

covered by state revenue sharing or other state aid to municipalities; however, the problem is 

intensified because state governments often tend to cut funding programs as they shift services 

and new mandates to municipalities;

(6) state government has cut state aid to municipalities in this state far more 

Jeeply than any other major program (over 55 percent in the past 10 years) while it has 

jign ificandy increased the number o f unfunded mandates on municipal governments through 

statutes, appropriation bills, regulations, and administrative actions;

(7) the effects o f unfunded mandates and decreased state aid on municipalities 

las substantially decreased the quality o f life in most municipalities through decreases in 

municipal basic services such as public safety, road maintenance, culture and recreation 

services, social services, public education, and waste management;

(8) the imposition o f new unfunded mandates on municipalities while 

ncrcmcntally decreasing state aid to municipalities to implement existing mandates has been

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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a major cause o f increr a property taxes and other local taxes, as well as a major cause o f 

the destabilization of some communities that has lead, and w ill lead, to dissolution o f 

municipalities.

* Sec. 2. AS 24.08 is amended by adding a new section to read:

Sec. 24.08.120. MANDATED MUNICIPAL. SERVICES, (a) Except as
t c - f t c n  o

provided in (d) o f this section, a bill enacted after January 1, 1996, that imposes or 

increases costs mandated by the state as a result o f a new activity or service or an 

increase in the level o f municipal funding for an activity or service required of 

municipalities by the b ill may not be enacted unless suffic ient new funds are 

appropriated at the time o f enactment to fu lly fund the mandated service or activity. 

Unless sufficient new funds continue to be appropriated in each successive legislative 

session that the mandate is in effect, or sufficient new funds are otherwise provided 

annually, the mandate shall be repealed.

(b) Each b ill enacted after January 1, 1996, and each regulation or other 

administrauve order adopted after January 1, 1996, that applies to municipalities must 

include findings regarding its effect on municipalities prepared by the legislative audit 

division. A bill, regulation, or order without findings required under this subsection 

is void. The findings must address whether

(1) the bill, regulation, or order mandates a new activity or service, 

significantly increases a current activity or service, or causes a significant increase in 

the level o f municipal funding for an activity or service; and

(2) a mandate contained in the b ill, regulation, or order w ill have a 

significant financial effect on municipalities.

(c) I f a municipality disputes find irgs made under (b) o f this section, it may, 

within 30 days after the effective date o f the bill, regulation, or order, file a petition, 

in writing, with the legislative audit division for a determination o f the accuracy o f the 

findings. The legislative audit division shall make its determination public w ith in 60 

days after receipt o f the petition.

(d) This section does not apply to a

(1) b ill passed by two-thirds o f the members o f each house;

(2) mandate requested by the affected municipalities;

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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(3) b ill that affirms existing law as it has been construed by the courts 

or enacts federal law or regulation in the form in which it was enacted or promulgated; 

or

(4) b ill that creates, eliminates, or changes an offense; in this 

paragraph, "offense" has the meaning given in AS 11.81.900.

(e) For purposes o f this section,

(1) "costs mandated by the state" means any inc r nsed cost creating a 

significant financial effect that a municipality is required to incur as a result o f any bill 

that, when enacted, mandates a new activity or service, significantly increases a current 

activ ity or service, or causes a significant increase in the level o f municipal funding 

for an activity or service; costs mandated by the state do not include costs of the type 

experienced equally by private and public entities that are incurred by a municipality 

in its proprietary capacity; costs mandated by a bill include any costs associated with 

regulations adopted under the authority o f the bill i f it is enacted;

(2) "increase in the level o f municipal funding for an activity or 

service" means any change in a municipality's delivery o f a current service or activity, 

or a reduction in the level o f state funding for an activ ity or service that is required 

by either a new or amended statute or that would be required by a b ill i f  it is enacted;

(3) "new activity or service" means an activity or service that is 

required as a result o f a statute or b ill that was not required before enactment o f the 

statute or that is not required unless the b ill is enacted and that results in costs 

mandated by the state;

(4) "new funding" means a new appropriation; it does not include 

transfers or reductions in another appropriation;

(5) "significant financial effect" means the employment o f additional 

personnel in one or more municipalities or an increase in expenditures for contracted 

services or equipment o f more than $20,000 in one or more municipalities.

*  Sec. 3. AS 44.62.195 is amended to read;

Sec. 44.62.195. FISCAL NOTES ON REGULATIONS. I f the adoption, 

amendment, or repeal o f a regulation would icquirc increased appropriations by th : 

state, o r increased costs to municipalities, the department or agency affected shall

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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1 prepare an estimate o f the appropriation increase for the fiscal year fo llow ing adoption,

2 amendment, or repeal o f the regulation and for at least two succeeding fiscal years.
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LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

D I V I S I O N  O F  L E G A L  S E R V I C E S

(907) 465-3867 o r  465-2450
F A X  (907) 465-2029
M a i l  S lo p  3101

130 S e w a r d  S tre e t, S u ite  409
J u n e a u , A la s k a  99801-2105

M  F  M  () R A N P U M March 8, 1995

S U B J E C T :

T O :

F R O M :

Mandated municipal services (CSSB 96)

Senator John Torgerson, Chair
Senate Community and Regional Affairs Committee

Tamara Brandt Cook 
Director o f Legal Services

Here is the requested draft committee substitute based on a "Proposed B ill" submitted to me. 
The basic premise behind the bill strikes me an unworkable. I f  a bill that imposes mandates 
on municipalities docs not become effective unless the state provides funding for the 
mandates, how is anyone to ever know what laws are in effect and what laws are not? Who 
is to determine whether the level o f funding is sufficient and whether a bill, therefore, takes 
effect? What i f the level o f funding is sufficient for some municipalities but not for others? 
Is the bill in effect or not9 In only some, but not all municipalities? Which ones? And who 
is to determine whether future funding levels arc insufficient, so that a statute goes out o f 
effect? How is the state to establish any coherent state-wide policy, i f statutes (and 
implementing regulations) pop into and out o f effect?

I have tried to follow the Proposed Bill closely, but did reword language somewhat, so please 
review this draft carefully in case I misunderstood what was requested. In particular, 1 tried 
to untangle the use o f "bill" and "statute" somewhat and this should be checked. I reworded 
some phrases slightly to match the exact wording o f the phrases that are defined, to pick up 
the definitions, and these changes should be checked for substantive effect. I have the 
follow ing specific observations and questions about this draft:

(1) The findings language contained in sec. 1(a) o f the draft is not sirictly true in that 
it leaves out the role o f the governor in the enactment o f legislation. What is the point o f this 
finding in regard to this particular bill?

(2) In sec. 2 o f the draft, AS 01 .10.075(a) applies to bills enacted after January I,
1996. Should this be tied to the effective date rather than the date o f enactment? In 
subsection (6) o f the Proposed Bill, the date was not included. 1 added it, assuming that the 
finding requirement should also apply only to new bills and regulations. Correct?



(3 ) In (c) certain bills are effective only i f  new funds are appropriated "in the same 
session." Docs this mean the same regular or special session, or tw o  year legislative session 
cycle? Docs the trigger depend upon the effective date o f  the appropriation, the time it is 
passed by the legislature, o r the time it is enacted as a result o f  the governor's signature o r 
expiration o f  veto period? Who decides whether sufficient new funds have been appropriated 
in the same session fo r purposes o f  determining whether a b ill takes effect? W ho decides in 
the future whether a bill goes out o f  effect? Can a b ill go out o f  effect once it becomes law 
w ithout legislative action to  repeal it?

(4) In subsection (d) a m unicipality may dispute findings on a b ill o r regulation and 
the Legislative A ud it D ivision is required to review those findings fo r accuracy. The 
division's determination is made public. What then? I f  the division decides that the findings 
are, indeed, wrong, is there any consequence? Also, a municipality, not being sentient, cannot 
dispute anything. I presume it is the governing body o r the mayor that acts to  file  a petition 
on behalf o f  the municipality. What i f  the mayor and governing body do not agree?

(5) Since the state cannot enact federal law, what does paragraph (e)(3) mean?

(6) Under (e)(4), what is a bill that changes a "crime or misdemeanor?" "C rim e" is 
defined in AS 11.81.900(9) to include misdemeanors and felonies for which a period o f  
im prisonm ent is possible. "Offense" is defined in AS 11.81.900(34) to include crimes and 
violations. A re these definitions relevant in the context o f  this bill?

(7) Under (f), the definitions seem to contain substantive law that probably does not 
belong in a defin ition section I can't say that I understand any o f  them. In particular the 
defin ition o f  "new funding" is u tte rly  incomprehensible to me.

(8 ) The provision dealing w ith  fiscal notes fo r regulations is amended in sec. 3 to  
require information regarding increased costs to municipalities. The provision currently states 
that the affected department o r agency w ill prepare the fiscal note. "Agency" is defined in 
AS 44.62.640 and the w ord docs not include a municipality. Is any executive branch 
department alfected by increased costs to municipalities? I f  not, who prepares this fiscal note 
information?

T B C :k lb
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Senator John Torgerson
M arch 8, 1995
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CS FOR SENATE B IL L  NO. 96(CRA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

iY THE SENATE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Offered:

teferred:

;pcnsor(s): SENATOR KELLY

A B IL L  

FOR AN ACT ENT IT LED 

An Act re la ting to municipal activities o r services mandated by the state and 

cqu iring increased costs to municipalities to be included in fiscal notes on 

egulations."

IE IT  ENACTED BV THE LEG ISLATURE OF THE STATE OF A LASKA :

* Section 1. LEG ISLATIVE FINDINGS AND INTENT, (a) In this state, the legislature 

as the power during each session to dramatically change the laws o f the state. Statutes can 

e, and are, enacted, repealed, and amended each year. The law as it applies to citizens in 

lis state is always changing. Additional changes in the law from year to year based upon 

le legislature’s funding choices arc not different in nature from legislative statutory 

nendments because both the statutory changes and the funding decisions arc w ith in the 

)ntrol o f the legislature.

(b) The legislature finds that

(1) an "unfunded mandate" is any statute, administrative regulation, or order 

at demands action from a subordinate government without adequate provision for funding

-1-
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1 the cost to the subordinate'govcrnment o f implementing the demanded notion;

(2) unfunded mandates are a nationwide problem because federal or state 

governments have tended to balance their budgets on the backs o f subordinate governments, 

thereby shielding themselves from taking the fiscal responsibility fo r their own policy and 

program decisions; from a purely political standpoint, an unfunded mandate can ensure that 

the blame for higher taxes or service cuts falls to local elected offic ia ls rather than the 

government that made the decision;

(3) the legislature has proposed strong measures against the imposition o f 

unfunded mandates by the federal government on the state;

(4) in the United States, 16 states currently have legislation to lim it or prohibit 

state governments from imposing unfunded mandates on municipalities; in addition, anti­

mandates legislation was introduced in 22 state legislatures in the 1993 - 1994 legislative 

session to protect municipalities;

(5) according to a September 1994 research report by the National League o f 

Cities titled "Anti-Mandates Strategies - Reimbursement Requirements in the States," it is 

d ifficu lt to quantify the overall effect o f mandates because most municipalities are faced with 

hundreds o f unfunded mandates, many o f which have relatively low costs, but that together 

are very expensive and annually increasing in cost; the cost o f unfunded mandates is partially 

covered by state revenue sharing or other state aid to municipalities; however, the problem is 

intensified because state governments often tend to cut funding programs as they shift services 

and new mandates to municipalities;

(6) state government has cut state aid to municipalities in this state far more 

deeply than any other major program (over 55 percent in the past 10 years) while it has 

significantly increased the number o f unfunded mandates on municipal governments through 

statutes, appropriation bills, regulations, and administrative actions;

(7) the effects o f unfunded mandates and decreased state aid on municipalities 

has substantially decreased the quality o f life in most municipa'ities through decreases in 

municipal basic services such as public safety, road maintenance, culture and recreation 

services, social services, public education, and waste management;

(8) the imposition o f new unfunded mandates on municipalities while 

incrementally decreasing state aid to municipalities to implement existing mandates has been

WORK DRAFT WORK DRAFT WORK DRAFT
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a major cause o f increased property taxes and other local taxes, as well as a major cause o f 

the destabilization o f some communities that has lead, and w ill lead, to dissolution o f 

municipalities.

* Sec. 2. AS 01.10 is amended by adding a new section to read:

See. 01.10.075. M ANDATED MUN IC IPAL SERVICES, (a) Except as 

provided in (e) o f this section, a b ill enacted after January 1, 1996, that imposes or 

increases costs mandated by the state as a result o f a new activ ity or service or an 

increase in the level o f municipal funding fo r an activ ity or service required o f 

municipalities by the bill is not effective unless it

(1) contains provisions for the reimbursement o f those costs to affected 

municipalities; or

(2) grants to municipalities the discretion o f electing whether to comply 

with the statutory change accomplished by the bill.

(b) Each b ill enacted after January 1, 1996, and each regulation or other 

administrative order adopted after January 1, 1996, that applies to municipalities must 

include findings regarding its effect on municipalities. A b ill, regulation, or order 

without findings required under this subsection is void. The findings must address 

whether

(1) the b ill, regulation, or order mandates a new activ ity o r service, 

significantly increases a current activity o r service, or causes a significant increase in 

the level o f municipal funding for an activ ity or service; and

(2) a mandate contained in the bill, regulation, or order w ill have a 

significant financial effect on municipalities.

(c) A bill enacted under (a)(1) o f this section is not effective unless sufficient 

new funds are appropriated during the same session to fu lly fund the mandated service 

or activ ity and unless sufficient new funds continue to be appropriated in each 

successive session or otherwise provided annually.

(d) I f a municipality disputes findings made under (b) o f this section, it may, 

within 30 days after die effective date o f the b ill, regulation, or order, file a petition, 

in writing, with the legislative audit division for a determination o f the accuracy o f the 

findings. The legislative audit division shall make its determination public w ith in 60

WORK DRAFT WORK DRAFT WORK DRAFT
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1 days after receipt o f the petition.

2 (c) This section does not apply to a

3 (1) b ill passed by two-thirds o f the members o f each house;

4 (2) mandate requested by the affected municipalities;

5 (3) b ill that affirms existing law as it has been construed by the courts

6 or enacts federal law or regulation in the form in which it was enacted or promulgated;

7 ° r
8 (4) b ill that creates, eliminates, or changes a crime or misdemeanor.

9 (0 A municipality may elect to provide a service or perform an activity in

10 accordance with a bill that is ineffective under (a) - (e) o f this section using local

11 funds to pay costs mandated by the state. A municipality may enact ordinances

12 providing for services or activities o f the type addressed by a b ill that is ineffective

13 under (a) - (e) o f this section; however, an ordinance adopted under the authority o f

14 this subsection may not conflic t with the bill.

15 (g) For purposes o f this section,

16 (1) "costs mandated by the state" means any increased cost creating a

17 significant financial effect that a municipality is required to incur as a result o f any bill

18 that, when enacted, mandates a new activity or service, significantly increases a current

19 activ ity or service, or causes a significant increase in the level o f municipal funding

20 for an activity or service; costs mandated by the state do not include costs o f the type

21 experienced equally by private and public entities that arc incurred by a municipality

22 in its proprietary capacity; costs mandated by a bill include any costs associated with

23 regulations adopted under the authority o f the bill i f  it is enacted;

24 (2) "increase in the level o f municipal funding for an activ ity or

25 service" means any change in a municipality’ s delivery o f a current service or activity,

26 or a reduction in the level o f state funding for an activ ity or service that is required

27 by either a new or amended statute or that would be required by a bill i f  it is enacted;

28 (3) "new activ ity or service" means an activ ity or service that is

29 required as a result o f a statute or b ill that was not required before enactment o f the

30 statute or that is not required unless the b ill is enacted and that results in costs

31 mandated by the state;
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(4) "new  fund ing" means an appropriation that does not decrease 

previous state support fo r other m unicipal programs o r general state aid to 

m unic ipa lities, or other state funds w ith in  an existing appropriation not previously 

provided to m unicipalities that are allocated to m un ic ipa lities by contract o r grant or 

other means;

(5) "s ign ifican t financia l e ffect" means the em ploym ent o f  additional 

personnel in one or more m unicipalities o r an increase in  expenditures fo r  contracted 

sendees o r equipment o f  more than $20,000 in one o r more m unicipalities.

*  See. 3. AS 44.62.195 is amended to read:

Sec. 44.62.195. F IS C A L  NOTES O N  R E G U LA T IO N S . I f  the adoption, 

amendment, o r repeal o f  a regulation w ou ld  require increased appropriations by die 

state, o r  increased costs to  m u n ic ip a litie s , the department o r agency affected shall 

prepare an estimate o f  the appropriation increase fo r the fiscal year fo llo w in g  adoption, 

amendment, o r repeal o f  die regulation and fo r at least tw o  succeeding fisca l years.
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S E N A T E  B I L L  NO. ' &
IN T H E  L E G IS L A T U R E  O F  T H E  S T AT E OF A L A SK A

N IN E T E E N T H  L E G IS L A T U R E  - FIRST SESSION

BV S E N ATOR KELLY

In tro d u ced :

Referred:

A B I L L  

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

" A n  Act  r e l a t i n g  to m u n ic i p a l  ac t iv i t ie s  o r  serv ices  m a n d a t e d  by s t a t e  s t a tu te . "

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

* S e c t io n  1. AS 01 .10  is a m e n d ed  by  add ing  a  new  section to read:

Sec. 01.10.075.  M A N D A T E D  M UN IC IPA L SE RVICE S,  (a)  A statute enacted  

o r  amended after January  1, 1996,  that imposes  o r  increases  costs m a n d a t e d  by the state 

as a result o f  a  new activity or  service o r  an increase in the level  o f  m u n ic i p a l  funding fo r  

an activity o r  serv ice  requi red  o f  municipal i t ies  by the statute is not  e f fec t ive  unless the 

bill u n d e r  which  the statute w as  enac ted  o r  am ended

(1)  con ta ins  an appropr iat ion for the r e imbursemen t  o f  those costs  to 
a ffec ted  municipal i t ies;  or

(2) grants to munic ipa l i t ies  the discret ion o f  e lect ing w h e th e r  to c om ply  
with the statute

(b) Each  bill that appl ies  to municipal i t ies  must  include f ind ings  as  to whether

(1) the bill would  mandate  a new  act ivity o r  service o r  increase  the level

•I*
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o f  munic ipa l  funding required f o r  an activity o r  service; and

(2) any mandate  contained in the bill wil l have  a  s ignif icant  financial  

e f fec t  on municipal i t ies .

(c) If a municipality d isputes  findings on a  bill made  u n d e r  (b) o f  this section,  it 

m a y ,  within 30 days  after the effective date  o f  the bill, peti t ion the legislat ive audit 

d iv is ion  for  rev iew o f  the act ion.

(d) A municipal i ty  m a y  elect to provide  a  service o r  p e r f o n  an act ivity in 

accordance with a  statute that is ineffect ive under  (a) o f  this sec t ion  us ing  local funds to 

p a y  costs  mandated  by the state.  I f  a  municipal i ty voluntar i ly  p rov ides  a  service or  

pe r fo rm s  an act ivity under  this subsect ion,  the municipal i ty  m a y  m o d i fy  the act ivi ty or  

service consistent with the policy and  intent o f  the statute to the ex ten t  and  in the  m anner  

necess i ta ted  by the limitations o f  the local funding available.

(e) If full state funding for  an activity o r  service requi red  u n d e r  a  s ta tute  that  was 

e n a c t e d  o r  amended  in accordance  with (b)(1) o f  this sect ion is not  p rov ided  to a 

municipali ty in a subsequent  year ,  the municipal i ty  affected by  the  reduc t ion  in funding 

m a y  mod i fy  the act ivi ty o r  serv ice  as permit ted under  (d) o f  this  sec t ion.

(f) For  purposes  o f  this  section,

(1) "costs m anda ted  by the state" means  any  increased  cos t  creat ing a 

significant financial effect  that a  municipal i ty  is required to in cu r  a f t e r  Jan ua ry  1, 1996, 

as  a  result  o f  a  statute enacted  af ter  January  1, 1996, o r  a regula t ion  adopted  after 

J a n u a r y  1, 1996. that  mandates  a new activity o r  service o r  a  h ig h e r  level o f  municipal  

contribution to an activity o r  service;  costs manda ted  by the state d o  not  inc lude  costs  o f  

the type  exper ienced equal ly  by  private and  public ent i t ies  tha t  are incurred  by a 

municipali ty in its proprietary capacity o r  costs  that  resul t  f rom act iv i t ies  o r  serv ices  that 

a  municipal i ty ,  a l though not requ i red  to d o  so, elects to provide;

(2) "new activity o r  service" m ea ns  an act ivi ty o r  serv ice  that  is required 

as a  result o f  a statute, that was not  requi red  before  the enac tm e n t  o f  the statute,  and  that 

resu l ts  in costs manda ted  by the state;

(3) "signif icant  f inancial  effect"  means  the e m p l o y m e n t  o f  addit ional  

p e rsonne l  o r  an increase in expendi tures .

•2*
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M E M O R A N D U M

D A T E : February 23 , 1995

TO : Senator John Torgerson, Chairman
Senate Community &  Regional A ffairs Committee

FR O M : Senator T im  K elly  “rr f)K -

R E :  Scheduling o f SB  96 , Unfunded State Mandates on M unicipalities

I respectfully request you schedule SB  96 , An Act relating to Unfunded State 
Mandates on M unicipalities, for a hearing before the Senate Community &  
Regional A ffairs Committee at the Committee’s earliest convenience.

Much like the U.S. Congress is addressing the problem o f unfunded federal 
mandates on States, this legislation was crafted to address the same problem 
municipalities are experiencing with unfunded State mandates. SB  96  is a 
leg isla tive  priority for the A laska Municipal League.

A sponsor statement and additional back-up w ill be fo llow ing.

'ITiank y o u  in a d v a n c e  for y o u r  timely consideration.
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Sponsor Statement & Bill Analysis 

SB 96: The Bill of Mandates

Just as the U.S. Congress is attem pting to address the considerable 
financia l hard sh ip  unfunded federal mandates place on state governm ents, 
m any state leg islatu res are beg inn ing to address the sam e financia l hardsh ips 
unfunded state m andates are p lacing on local governments. In fact, at present 
sixteen states currently have law s which either lim it or prohibit state 
governm ent from im posing unfunded mandates on m unicipalities. Additionally, 
more than 20 other state leg islatu res are actively considering such legislation.

SB96 w a s introduced this year to remedy the problem of unfunded state 
mandates here in A laska. This leg islation  is a h igh priority for the A laska 
M unic ipal League, the M un ic ipa lity  of Anchorage, the Fa irbanks North Star 
Borough, and the A laska Conference of Mayors.

Unfunded m andates cause cash-strapped cities to decrease basic 

m unicipal serv ices such as public safety, road maintenance, and the local 
contribution to education to schools, to name a few, in order to pay for the 
unfunded m andates w h ich  most often are much lower priorities than these basic 
m unicipal governm ent functions. Moreover, as these unfunded m andates 

increase for local governm ents, aid to m unicipalities has been cut more than 
55% . A good exam ple is the Senior C itizen 's Property Tax Exem ption which has 
increased 300%  in  cost to local governm ents in the last several years. As 
m un ic ipa litie s and local governm ents strugg le  to provide serv ices m andated but 
not funded by the Legislature, increased property and other local taxes have 
been used as the fund ing vehicle.

The princip le im perative of th is legislation is that th< 3tate governm ent 
shou ld  not require m unic ipa lities by statute, appropriation, regu lation, or 
adm in istra tive  action to im plem ent any program , service, or activ ity  which 
sign ifican tly  impacts m unicipalities' budgets unless the leg islatu re  provides new 
fund ing to cover the costs of these mandates.



SB 96 sets up a mechanism , described below , which w ill go a long w ay  to 
preventing State governm ent from im posing new  mandates w ithout fund ing  

them. H owever, the Legislature is u ltim ately constitutionally capable of 
im posing such mandates if it desires. It is helpfu l to think of this leg islation  as 
e stab lish ing  a moral im perative for the Legislature, as w ell as p rov id ing  a 
m echanism  for m unicipalities to raise questions on unfunded m andates w h ile  
focusing public attention on this problem.

Bill Analysis
Section 1: Leg islative  F ind ings and Intent

Section 2: Adds a new  section to Title 24, the Legislature, Chapter 8,

Enactments:

AS 24.08.120: M andated M un ic ipal Services:

(a) Prov ides that a b ill enacted after January 1 ,1 996 , that im poses 
new  or increases costs to m unicipalities is not effective un less funds 
are appropriated at the time of enactment to fu lly  cover those new  or 
increased costs resu lting  from the mandate. Further, un less su ffic ien t 
funds continue to be appropriated each successive leg islative  se ssion  
that the mandate is  in effect, that m andate shall be repealed.

Exceptions to this, provided in (d), are a s follows:

1) A b ill passed by 2/3rd s of the members of each house;

2) A m andate requested by the affected m unicipalities;

3) A bill that affirm s existing law  as it has been construed by the 
courts or enacts federal law  or regulation;

4) A b ill that creates, elim inates, or changes an offense, as 
defined in the definitions of T itle 11, C rim inal Law .

(b) Requires that each b ill, regulation, or adm in istrative order 
enacted after January 1, 1996, that app lie s to m unicipa lities 
m ust include find ings regard ing its effects on m unic ipa lities 
prepared by the Legislative Audit D ivision. The find ings 
m ust address the financial impact on m unicipalities, and

Bill S tatem ent & A nalysis v - ■
Page 2



(b) - Continued

w hether the b ill, order, or regu lation m andates a new  
activ ity , s ign ifican tly  increases a current activity, or causes 
a sign ifican t increase in the level of m unicipal fund ing of an 
activ ity;

(c) Prov ides that if  a m unicipality d isputes find ings made under
(b), it m ay file a written petition w ith in  30 days w ith  
Leg isla tive  Audit for a determ ination of the accuracy of the 
find ings. Leg islative  Audit must then make its 
determ inations public w ithin 60 days.

(d) P rov ides exc ;ptions to section (a).

(e) D efin ition s.

Section 3: Am ends 44.62.195, Fiscal Notes on Regulations, to require
that when adoption, am endm ent, or repeal of a regulation w ould  increase 
costs to m unic ipa lities, the affected department or agency m ust prepare an 
estimate of those cost changes for the fiscal year fo llow ing adoption and for 
at least two succeed ing fisca l years.

Bill S ta tem en t & A n a ly s is
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MUNICIPALITY OF ANCHORAGE
1995 LEGISLATIVE PROGRAM

LEGISLATIVE ISSUES

TITLE: Bill of M andates Legislation or Constitutional Amendment

The Municipality o f .Anchorage supports legislation (or a constitutional amendment) 
wnicu would require the State to provide fu ll funding for State mandated municipal 
activities or services. The most prominent and costly o f existing State mandates is the 
Senior Citizens/Disabled Veterans property tax exemption, which underfunded .Anchorage 
by S7.7 m illion in 1994. Other examples o f State mandates include: alcohol services, 
domestic violence writs, prisoner transportation costs, 1 %  for A rt, Davis-Bacon wages, 
etc. State mandates have resulted in the Municipality assigning a rtific ia lly nigh priority 
to mandated programs/services thereby superseding the funding o f higher priority, 
fundamental local government services.

The Municipality is especially concerned about the potential escalation o f unfunded State 
mandates resulting from the pressure o f declining State revenues. Legislation is needed 
now so that future Legislatures w ill be discouraged from unfairly burdening local 
government with unfunded State mandates.

Tne proposed legislation would also require a State government agencv vh ich unilaterally 
transfers responsibility for a program to a municipality or imposes regulations on a 
municipality to reimburse the municipality fo r the costs o f the transferred responsibility 
or the regulations.

Lastly, the Municipality also supports a local option section to be included w ith proposed 
legislation, which would allow a municipa,;ty faced with an unfunded mandate to decide 
whether i t w ill provide the activity or servic from local funds. Essentially, the unfunded 
mandate would become an authorization for a Municipality to provide a service or 
activ ity at whatever level it deems appropriate.

The propensity o f state government to impose mandated programs on local 
government is by no means lim ited to the State o f Alaska. The tax revolt in 
California in 197S and 1979 was fueled, in part, by the state’s transfer o f certain 
responsibilities to the county level, placing an onerous tax burden on property 
owners.

(more)

7 - 3



Bill of  M a n d a t e s  Legis la t ion  o r  C o n s t i t u t i o n  A m e n d m e n t  
(co n t inu ed )

Cali fornia  n ow  has an act ive re imbursement  p rogram.  Massachuset ts  appropr iates  
money with the mandating law as it is passed.  In all. f if teen states have  statutory 
or  const i tut ional requi rements  that p ay men ts  be made  on some level  for  the 
financial effects o f  state statutes. Some  state const i tut ions stipulate that  special 
acts necessitat ing appropriat ions by a local  governm ent  do  not  become  effective 
unless approved  by a voter  referendum.

W e  ask for  you r  support  for legislation address ing the issue o f  municipal  fiscal 
mandates.

C o n t a c t :  Gene  Dusek,  Budget  Director
Off ice o f  M anagem en t  and Budget  

P h o n e :  343-4490

7 - 4
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CITY OF U N A L A S K A
P.O. BOX 80 

UNALASKA. ALASKA 99685 
(907) 581-1251 

FAX (907) 581-1417
\ '

UNALASKA. ALASKA

March 18, 1995

Senator Tim Kelly, Chairman 
Community and Regional A ffa irs Comm ittee 
Room 101, State Capitol 
Juneau, Alaska 998 01 -1 1 82

RE: Senate Bill 96, an A c t relating to municipal activ itie s or services
mandated by state sta tu te

Dear Senator Kelly:

Thank you fo r extending the opportun ity to subm it tes tim ony on 
Senate Bill 96 , relating to municipal activ ities or services mandated by state 
sta tu te . The C ity o f Unalaska is on record supporting th is type o f legislation on the 
federal level. We are extremely pleased tha t you have sponsored legislation at the 
sta te level to address the problem o f unfunded state mandates on local 
governments.

This legislation would sign ifican tly relieve local governments o f the 
financial burdens related to fu tu re state mandates. We are concerned, however, 
tha t the proposed language, as w ritte n , may not provide re lie f from ex is ting sta te 
mandates. Like local governments across Alaska, the C ity o f Unalaska is already 
facing poten tia lly crippling financial impacts as a direct result o f existing unfunded 
sta te and/or federal mandates. In Unalaska, the largest o f the existing mandated, 
bu t unfunded or underfunded, projects include:

1. constructing a wa te r filte r plant at $6 m illion (w ith an annual operating 
cost increase o f $400 ,000 );

2. constructing an advanced primary or secondary was tew a te r trea tm ent 
plant at $5-10 m illion (w ith an annual operating cost increase of 
$200 ,000 );
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3. constructing a lined landfill and baler fac ility at $6 m illion (w ith an 
annual operating cost increase of $100 ,000 ); and

4. reducing emissions from our power generation fac ility (costs ye t to be 
determ ined, but identified options range up to $110 m illion).

As you know, the problem o f complying w ith unfunded state and 
federal mandates is le ft largely to local government o ffic ia ls who must take the 
heal: fo r increasing local taxes and u tility rates. For many tax payers, the cause and 
e ffe c t relationships associated w ith complying w ith the myriad existing sta te and 
federal laws and regulations are not readily apparent.

Of course we are comm itted to providing public services tha t pro tect 
and enhance the health, safety, and welfare o f our citizens. However, many 
existing mandates impose unrealistic tim e schedules for compliance and dicta te 
specific actions when less costly alternatives m ight serve jus t as well. /-Additionally, 
they d irect lim ited local resources away from other local priorities tha t could 
contribu te m ore to the health, safety and welfare o f local residents than the specific 
actions dicta ted by the mandates.

Wo do not seek to challenge tho laudable goals of most sta te and 
federal mandates. Yet the accumulated we igh t of existing state and federal laws 
and regulations have made it nearly impossible for most local governments to 
prioritize among the ir most pressing needs. Solutions to the problems imposed by 
unfunded mandates must be based on a rational and balanced approach 
emphasizing outcome-oriented results. There must be greater politica l 
accountab ility at the state level, identification and appropriation o f the resources 
i equired to pay for the mandates, and greater flex ib ility at the local level.

This is a national problem tha t has been dumped on local governments 
and their elected and appointed offic ia ls . We hope tha t the Alaska State Legislature 
w ill fo llow through w ith its good intentions and solve not only the problem of future 
mandates, but also address the onerous problem posed by existing mandates. We 
respectfu lly request that you and the Comm ittee consider changes to the proposed 
legislation, or through other means, to obtain relief from existing unfunded state 
mandates.
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We would support the creation o f a Commission on Unfunded State 
Mandates to review and investigate the impacts of existing sta te mandates on local 
governments. The purposes o f this Commission would be to make 
recommendations to the Governor and Legislature regarding flex ib ility in local 
compliance, as well as term inating, suspending, or conso lidating certain existing 
state mandates.

We would also support the creation of an advisory panel consisting of 
local government o ffic ia ls , perhaps coordinated through the Alaska Municipal 
League, to rev iew and comment on proposed adm inistrative regulations. State 
agencies should be required to consult w ith local o ffic ia ls during the development 
o f adm inistrative regulations tha t impact local governments. State agencies should 
also be required to prepare a w ritten estimate, including the underlying analysis, o f 
the cost impacts to local governments of adm inistrative regulations.

Again, thank you fo r tho opportun ity to te s tify on this im portan t issue 
and for your e ffo rts to help local governments in Alaska. Senate Bill 96 represents 
an important step in addressing our concerns regarding the need for relief from 
unfunded and underfunded intergovernmental mandates.

Very tru ly yours,

CITY O F  U N A L A S K A

Mark Earnest 
C ity Manager
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The Honorable Tim Kelly 

A laska State Senate 

State Capitol, Room 101 

Juneau, A laska 99801 -1182

Re: Senate B ill 96

Dear Senator Kelly:

Thank you for sponsoring SB 96 relating to municipal mandates.

Across the country unfunded mandates imposed by states upon their 

municipalities are a focus of legislative efforts. In the 1993-94 legislative 

session , anti-mandates legislation w as introduced in 22  state legislatures. 

Sixteen states currently have legislation to limit or prohibit state governments 

from imposing unfunded mandates on municipalities.

The Municipality o f Anchorage has previously estimated the burden on its 

budget o f state unfunded mandates and municipally assumed responsibilities 

to be over $ 2 6 ,0 00 ,0 00  in 1994.

The Municipality o f Anchorage strongly supports CS SB  96  (CRA^ as a 

reasonable and balanced approach to addressing the issue o f unfunded 

mandates imposed by the state on municipalities.

Thanks again for your help on this issue.

Sincerely,

R ick  Mystrom 

Mayor



Anti-Mandates Strategies: Reimbursement Requirements In The States

•sr

N E W  J E R S E Y  ^

N ew  Jersey localities are opt imist ic  that the media at tent ion to the issue o f  unfunded  state 
mandates  wil l produce both legislative and public  support  for  their new p roposed  const i tut ional 
amendmen t .

(T)he  state g overnm ent  shall not  require the governing body o f  a county  or  municipal i ty 
to pe r fo rm  any new o r  expanded  p ro gram  o r  service .. .  without  full s tate funding for  any 
net  addit ional  costs  direct ly required for  the actual  per formance  fo r  that p ro gram  or  
service. .  Any provis ion o f  law,  or  o f  a rule, regulat ion o r  order  issued pursuant  to law. ?•
which  has the effect  o f  requir ing a new program o r  service hcvond that  level . . . Ishal l  be •
inoperat ive in its effect  upon a eoiif l t * = ^  m un ic ipali ty u n til sufficient stare nTnd T a j e
provided  .. .  to pay the-net-addit ional  costs direct ly required for  the actual  pe rformance
o f  that-program o r s e r v i c e  . . . .  8 . -  .

A / ? , ,    ’ .IHTFcV ftlWm'/,  S r CS /PttoftfAnW  ,
A two-thirds  majori ty  in both  houses  is requi red  to make  the mandate  effect ive in absence f 
funding:  j

The  proposed  amendment  appears  quite s t rong,  including administ rat ive rules and regulat ions 
and not  providing any  o f  the typical exceptions found in s imilar  amendmen ts .  On  the o ther  hand,  
only p ro g ra m s  and services which  requi re  new net expendi tures  a re  covered.  W h en  resources 
can be  redirected o r  used m ore  intensively to affect compliance ,  state funding may  not be 
necessary.  Restrict ive manda tes  such as l imitations on tax rates and sources  are also left 
uncovered  by  the amendmen t .  H o w ev e r ,  m an y  o f  these details may change  as  the bill goes  
th rough  the legislative process.

N O R T H  C A R O L I N A

D ur ing  the 1993 legislat ive session,  Nor th  Carolina local governments  a t tempted  ^efonn.of;  the
fiscal noting process,  and a prohibi t ion  on  unfunded  state manda tes  in a const i tut ional. . * • • •  -

amendment.

N o  county  o r  municipal i ty  shall  be bound by any general  law requi r ing the county  or  
municipal i ty  to spend funds unless  funds have been appropr iated  by the General  
A ssembly  that have been  est imated at  the t ime o f  enactment  to be sufficient  to fund such 
expend i tu re . . . .  9

8 Concur ren t  Resolut ion propos ing  to amend  Article IV,  Sect ion IV,  paragraphs  6  and Article 
VIII ,  Sec t ion  II o f  the Const i tu t ion o f  the State o f  N ew  Jersey.

’ House  Bill 434,  1993 Session,  Genera l  Assembly o f  North  Carolina.
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By:
Introduced:
Adopted:

Valerio Therrian 
03/09/95 
03/09/95

RESOLUTION NO. 95-017

A RESOLUTION SUPPORTING SENATE BILL 96, AN ACT RELATING TO 
MUNICIPAL ACTIVITIES OR SERVICES MANDATED BY STATE STATUTE

WHEREAS, municipal activities and services mandated by state statute 
require municipalities to expend great amounts of funds and hire employe®* who 
would not be necessary if It were not for the mandates; and

WHEREAS, unless the state funds these mandates, municipalities are 
and will be required to raise taxes in order to comply with the statutes; and

or amended ;ifter January 1, 1999. that imposes or increases costs mandated by tho 
state as a result of a new activity or service or an increase in the level of municipal 
funding for an activity or service required of municipalities by the statute is not effective 
unless the bill under which the statute was enacted or amended contains an 
appropriatior: for the reimbursement of those costs to affected municipalities or grants 
to municipalises the discretion of electing whether to comply with the statuto; and

WHEREAS, should the legislature adopt this legislation, the burden of 
new state mrjndated requirement* would not cost municipalities additional funds.

NOW, THEREFORE, BE IT RESOLVED that tho Assembly of the 
Fairbanks North Star Borough supports SB 96 or any other bill which would relieve 
municipalities of the financial burden of future state mandates.

BE IT FURTHER RESOLVED that copies of this resolution shell be sent 
to the Honorable Tony Knowles, Governor. State of Alaska and all members of the 
Interior Dele aation.

WHEREAS, Senate Bill 96, a bill which provides that any statute enacted

0 3 / 1 4 / 9 5  1 6 : 4 9  TX/HJt .VO- 0 4 2 2  P. 0 02
«

Bfl
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WHEREAS, Governor Tony KnowleB has developed a plan to expend 543 

million of stale money into the University of A laska's neglected buildings and grounds 

with approximately $20 million allocated for repairs and up-grading on the Fairbanks 

campus,

NOW, THEREFORE, BE IT RESOLVED that the Fairbanks North Star
• *. *' 

Borough Assembly appreciates and thanks the Governor for developing a maintenance

and repair plan and stronflly urges the Alaska State Legislature to take the action ^

necessary to provide approval and the funding necessary to pay for the repair and

rehabilitation of the facilities of the University of Alaska.

.. •  ;& *
BE IT FURTHER RESOLVED that copies of this resolution shall be sent 4

to the Honorable Tony Knowles, Governor, State of Alaska and all members of the 

Interior Dele jatlon.

H&rik Sartos 
Presiding Officer

ATTEST;

Mona Lisa Draper, CMC/AAE v
Municipal Borough Claris

Ayss: Ls&an, Hackanmlller, Jonas, Hove, LnSota. Sl John, Tbemen, Kilgore and Bartos
Noea: None

RESOLUTION NO. 85-018
P a g e  2  of 2

03/14/95 16:49 TX/RX NO.0422 P.OOS

>•

f
PASSED AND APPROVED THIS 9TH DAY OF MARCH, 1995. A
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C i t y  O f f i c i a l s  U n d e r s t a n d  t h e  I m p a c t  o f  

U n f u n d e d  M a n d a t e s . . .

r FAIR OR POOR CONDITIONS TODAY

Impods of unfunded mandates
92%

L
Drugs

68%

CONDITIONS WHICH HAVE WORSENED 
IN THE PAST YEAR

Impacb of unfundod mandates

71%
Gangs

f l l , :  .... J ^ j4 0 %

Cable TV rates and service
J 48%

Source: NLC Research Report,
“ The State of America's Cities,’  1994

CONDITIONS WHICH HAVE DETERIORATED 
THE MOST IN THE PAST FIVE YEARS

Impacts of unfunded mandates
n o n  3 9%

Violent Crime

’•%
Gongs

j28%
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RE:

Seqa^or Tim Kelly

Jitc^ue, Executive Director 

March 26. 1995

Examples of Unfunded Mandates

Legislative Research Agency (94.083) identified over 600 state mandates on municipal 
governments. According to Legislative Research (95 .092) "Collectively, they (state mandates) 
account for a major portion of the workloads of local governments, which are under increasing 
fiscal pressure.”

Recent examples of types of state unfunded mandates, both enacted and proposed, follow:

1 State statutory funded mandates which become unfunded mandates- The mandator/ 
Senior Citizen Property Tax Exemption was originally a state funded mandate. Since its 
enactment, the state has largely withdrawn its funding for the program. The current HB 185 is 
an example of how state government can respond positively to mandates which become 
unfunded over time. HB 185 reduces the mandatory exemption from 5150 ,000  to $75 ,000 and 
allows municipalities the option of granting the exemption over $75,000.

2. State regulations that are unfunded mandates on local governments - The federal 
government requires states to establish minimum standards for water quality. The state is now 
considering adopting new water quality standards above those required by the federal 
government. The cost to a municipality of complying with the standards required by the federal 
government, even if the program is administered by the state, is NOT an unfunded state 
mandate under SB 96.

However, if the state decides to set standards above those required by the federal government, 
the cost to municipalities to comply with the additional state standards would by an unfunded 
state mandate created by state administrative regulation. Under SB 96 the administration 
would have to prepare a finding of the financial effect of this proposed regulation on 
municipalities.

3_^LDrgposed state statute that could create an unfunded mandate on municipal government- 
HB 154 deals with regulatory “takings” by the state or municipal government. The bill defines a 
taking a s any muricipal government action that "regulates or imposes a restraint on private 
property". Under this definition, normal municipal powers such a s  zoning and subdivision 
regulations, would be considered compensable "takings”. Under SB 96 a finding of the potential 
financial effect on municipalities would be prepared.



PARTIAL UST OF STATE MANDATES 
THAT INCREASE LOCAL COSTS

Sr. Citizens A 
Disabled Veterans

Uttle Davla Bacon

Interest on 
Retalnage

Procurement
Preferences

Public Defender 

Road Redeslgnatlon

State Audits 

Health Insurance

State mandates exemption from property tax for seniors and 
disabled veterans - AS 29.45.030 (e). Tho state has 
consistently underfunded tho program, leaving municipalities 
to pick up the cost For example, municipalities are being 
required to cover over 77 percent (nearly $10 million) of the 
cost of the program during FY 93.

Little Davis-Bacon prevailing wages required to be paki on 
construction projects Involving state funds (AS 36.95.010 - 
definitions) - AS 36.05.010

10.5% Interest required to be paid on retalnage Irom 
contractors rather than use current market Interest or 
negotiated figure for each contract - AS 36.90.010

Local agricultural and fisheries products procurement 
preferences (7%) - AS 29.71.040

Recycled Alaska products procurement preferences (3-7%) - 
AS 29.71.050

A state procurement requirement requires municipalities to 
competitively bid for their insurance coverage if state funds 
are used - AS 36.30.850(e)

Public Defender does not defend municipal offenders • AS 
18.85.155

Slate turning over road responsibility to local government via 
redeslgnatlon - AS 19.20.010 (General Powers); AS 19.05.040 
(Chapter on state-local cooperation)

State audits of construction grants (necessary to meetfederaJ 
requirements) - AS 19.15.020. Often those are not done in a 
timely manner, and the local governments are required to 
duplicate efforts they made while the projoct was underway.

Health insurance costs for alcoholism, drug abuse, and 
mammography coverage (applies to any omployor of of 5<?) 
or more people - AS 21.42.365



Partial List oi State M anda tes
page 2

State Tax Exemptions State property and property of political subdivision* of tho
state are exempt from taxation unless otherwise sj-.oc'.lod by 
the legislature - AS 29.45.030. The list of authorities and 
political subdivisions Indudes:

AS 14.40 University of AJaska
AS 16.10.380 Regional Salmon Enhancement Authorities
AS 16.51 AJaska Seafood Marketing Institute
AS 18.26 Alaska Medical Fadiity Authority
AS 18.55 Alaska State Building Authority
AS 18.55.996(a) Regional Native Housing Authorities
AS 18.56 Alaska Housing Finance Corporation
AS 18.57.030 Regional Electrical Authorities
AS 21.88 MeolcaJ Indemnity Corporation of AJaska
AS 30.13.010 Regional Resource Development Authorities
AS 37.13 AJaska Permanent Fund Corporation
AS 42.40 AJaska Railroad Corporation
AS 44.81 CommerdaJ Fishing and Agriculture Bank
AS 44.83.150 AJaska Power Authority
AS 44.85.160 AJaska Munidpal Bond Bank Authority
AS 44.88 AJaska Industrial Development Authority 

Teachers Retirement System and Public Employees 
Retirement System

Statute also limits a munldpality's ability to tax property and
facilities of utility cooperatives • AS 10.25.540.

T he  I te m s  b e lo w  are le s s  c le a r ly  d e fin e d  s ta te -m a n d a te d  p ro g ra m s  or p o lic ie s .

Environmental
Regulations A whole host of regulations establish munidpal responsibility

for environmental planning and control. This Indudes such 
things as emergency response plans, hazardous waste 
collection and disposal, registration of and [lability for 
underground storage tanks, meeting drinking water and 
storm wate, regulations, meeting standards for solid waste 
and landfill facilities, and many othor3. In addition, 
munidpalitios are requirod to moot DEC regulations prior to 
recording subdivision plats handled by local governments.

Hazardous
Materials Hazardous materials reporting as Imposed by SARA & AS 

29 35.500



p artial List of State Mandates

i-age 3

Reduction In 
Services and Transfers 
of Responsibility 
by State 
Agencies

Traffic  C o u r t

State Harbors

Percent for Art

Utility Use of 
Rig lit of Way

There are numerous examples of the transfer of state 
responsibility and duty to local government without a dear 
definition and conscious dedslon about the desirability of the 
service or the appropriateness of the transfer. This Indudes, 
among other things, reductions in public safety, road 
maintenance and reoalr, harbor and airport maintenance, 
search and rescue, and shifts In responsibility for 
enforcement of state laws.

Requirement to have local govermorrf collect and process 
uncontested traffic violations. Prior to 1987, this function was 
performed by the state court systom. AS 12.25.210 (a)

The state constructs Inner harbor fadlities and then leases 
them to the munldpaJitfes, which have only use rights, not 
ownership rights. However, the municipality Is responsible 
for all operations and maintenance costs and the state Is 
held hariess. Title 30, Navigation, Harbors, and Shipping 
says nothing about the lease arrangement Likewise, Title 17 
AAC 80, Watera & Harbors, is also silent

Applies to schools, which are predominantly state funded, 
and perhaps to transfer of responsibility agreements - 
AS 35.27.010

Public utilities -  gas, televison, communications, electric, etc. 
-  have a right to use to the public right of way. In past 
cases, the state APUC and courts have ruled that 
munidpalitles must pay for damages/relocation costs If road 
improvements are made or if munldpally owned construction 
disturbs non-munldpalfy owned utilities. This “free* right of 
way to the non-municipal utilities can result In a significant 
cost to municipalities.

P repared  by  AM L staff  b a sed  on  responses to a n u m b e r  survey  c o n d u c te d  in January 1989.



RESOLUTION OF THE AIASKA CONFERENCE OF MAYORS

RESOLUTION 95-5

A RESOLUTION URGING THE PASSAGE OF LEGISLATION REQUIRING THE STATE TO 
REIMBURSE MUNICIPALITIES IFOR THE COST 
OF ANY NEW STATE-MANDATED PROGRAMS

WHEREAS,  "the League urges passage o f  legislation that would require a government agency 
unilaterally transferring responsibility for a  program to a municipality or imposing regulations on a  
municipali ty to reimburse the municipality for the costs o f  the transferred responsibility or regulations" 
( A  Icska Kfurdcipd L e a g u e  Policy S l c t e m e r t 1994, Part 1 Taxation and Finance, F 2  Reimbursement 
for Responsibili ties Transferred from Stale); and

WHEREAS,  state aid to municipalities in the form o f  Municipal Assistance and Revenue 
Sharing has been reduced by over 45 percent s ince F Y  86, while during the same period the overall 
s tate general fund budget has been reduced by only  10 percent; and

WHEREAS,  along with the reduction in state financial assistance there have been increases in 
s tale-mandated programs that take the form o f  increased costs, new programs, and funding shortfalls 
for exist ing programs that are costly for municipalities to administer and implement; and

WHEREAS,  legislation affecting municipalities is considered and passed by the Alaska Stale 
Legislature without the benefit o f  knowing its fiscal impact on  local governments; and

WHEREAS,  these mandated programs, funding shortfalls, and shifts in responsibilities have 
required municipalities to increase local taxes and  reduce services in order to balance their budgets and 
at the same time, the Legislature has ignored deficit spending while boasting that the St2le has no 
income or sales taxes and that operating budgets have been reduced; are!

WHEREAS,  costly state-mandated programs provide a  significant additional disincentive for 
communi t ies  to incorporate; and

WHEREAS,  the National Conference o f  State Legislatures in 1987 recommended that 
legislatures consider relaxing or eliminating cost ly requirements on local governments or assuming the 
cost  o f  complying with (he requirements:

N O W , THEREFORE, BE IT RESOLVED that the Alaska Municipal League urges the Alaska 
Legislature and  the Governor to pass legislation requiring the State to reimburse municipalities for the 
costs o f  any new state-mandated programs or regulations tlrat increase the costs o f  local government 
operations.

S U P P O R T :
Alaska Conference of Mayors



This resolution was approved for submission to the Alaska Municipal League membership by the 
governing body o f  the Alaska Conference o f  Mayors on November 15, 1994.

PEyor Alaire Stanton, President



Resolution of the Alaska Municipal L e a g u e

Resolution No. 95-2

A RESOLUTION OPPOSING UNFUNDED STATE MANDATES AND 
URGING PASSAGE OF LEGISLATION REQUIRING THE STATE OF 

ALASKA TO REIMBURSE MUNICIPALITIES FOR THE COST OF 
ANY NEW STATE-MANDATED PROGRAM

WHEREAS, "the AJaska Municipal League urges passage of legislation that 
would require a government agency unilaterally transferring responsibility for a 
program to a municipality or imposing regulations on a municipality to reimburse 
the municipality for the costs of the transferred responsibility or regulations” 
(AJaska Municipal League Policy Statement 1995, Part 1 Taxation and Finance, 
F.2 Reimbursement for Responsibilities Transferred from State); and

WHEREAS, state aid to municipalities in the form of Municipal Assistance 
and State Revenue Sharing has been reduced by over 55 percent since FY 86, 
while during the same period the overall state general fund budget has been 
reduced by only 10 percent; and

WHEREAS, along with the reduction in state financial assistance, there 
have been increases in state-mandated programs that take the form of increased 
costs, new programs, and funding shortfalls for existing programs that are costly 
for municipalities to administer and implement; and

WHEREAS, legislation affecting municipalities is considered and passed 
by the Alaska State Legislature without the benefit of knowing its fiscal impact on 
local governments; and

WHEREAS, these mandated programs, funding shortfalls, and shifts in 
responsibilities have required municipalities to increase focal taxes and reduce 
services in order to balance their budgets and, at the same time, the AJaska 
Legislature has ignored deficit spending while boasting that the state has no 
income or sales taxes and that operating budgets have been reduced; and

WHEREAS, costly state-mandated programs provide a significant additional 
disincentive for communities to incorporate; and

WHEREAS, the National Conference of State Legislatures in 1987 
recommended that state legislatures consider relaxing or eliminating costly 
requirements on local governments or assuming th* cost of complying with the 
requirements:

A l a s k a  M u n i c i p a l  L e a g u e



NOW, THEREFORE, BE IT RESOLVED that the Alaska Municipal League 
urges the AJaska Legislature and the Governor to p a ss legislation requiring the 
state to reimburse municipalities for the costs of any new state-mandated 
programs or regulations that increase the costs of local government operations.



A  P r i m e r  o n  M a n d a t e s

AdiptoJ from “MuxJna: Keeping Ciliieni Awire," by Jinct M. Kelly; An Issua and Options rtj>on by the Nitiorul Lap»e of Cilia
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Of all the issues that engage local govern­
ment officials, none is more contentious 
than mandates. Mandates gc to the heart of 
what governing is all about— autonomy and 
money. Local officials recognize the need 
for the policies that ensure basic and equal 
protection for all citizens and are willing to 
help implement those policies. In return, 
they generally ask for two things. The fust 
is the ability to implement die policy con­
sistent with local needs and conditions, 
and the second is financial assistance to 
fund the requirement.

Unfunded mandates place additional bur­
dens on already fiscally stressed local gov­
ernments. They have also strained the in­
tergovernmental relationship, making 
innovative partnership approaches to pro­
viding services and paying for them simul­
taneously more necessary and mote diffi­
cult.

W lm  Is a Mandate?

The two most broadly used definitions arc 
based on cither cost or penalty. Cost-based 
definitions begin with some variation of 
the theme “any statute or rule requiring a 
local expenditure of funds or restricting lo­
cal revenue rates or ba^s...."

A weakness o f a simple cost-based defi­
nition is that it reduces important argu­
ments about mandates to money. When 
the definition is cost-based, discussions 
will center on whether or not the man­
date has a cost and what that cost w ill 
be. This is especially troublesome as 
many mandates require localities to use 
their existing resources differently or 
more intensively. Because o f  the prolif­
eration o f mandates, local governments 
bear very high cumulative costs but 
very low marginal costs. A  cost-based 
definition might not recognize the bur­
den of these mandates at all.

An alternative approach is a penalty-based 
definition. Rather than ask “will it cost 
money?” a penalty-based definition 
asks “must I comply?' The latter is 
much easier to answer decisively than 
the former. This test for the mandate is 
whether the locality can legally resist i f l

For instance, some would argue that if a 
law impacts the private sector as well as lo­
cal governments, it cannot be considered a 
mandate. A penary-based definition scales 
that argument in short order. The only dis­
advantage is that a definition based on pen­
alty tends to reveal the volume of existing 
mandates, some o f which are not important 
to the local government. However, there is 
a strong argument to be made that if you 
aggregate all die little '* mandates their 
iost would approach i f  not exceed the cost 
of the few "big” mandates.

So What?

Is this whole issue, as some contend, really 
all about money? Well, yes and no. Money 
spent on compliance with federal man­
dates is money that cannot be spent on lo­
cal priorities. So cost is a central issue, but 
it is opportunity cost displacement caused 
by the mandate that chafes— the preclusion 
of spending the money on programs or ser­
vices valued by the local constituency. If 
local priorities were equivalent to federally 
mandated priorities, money spent on com­
pliance with mandates would not be con­
tested. In t o ,  localities willingly accept re­
sponsibility for programs and services 
when there is popular support for them at 
the local level. So the mandates issue is 
more accurately about different priorities 
and the foregone opportunities they create.

However, the fiscal implications arc enor­
mous. There is the loss o f local tax dollars 
that might have been applied to other more 
pressing and popular uses. There are man­
dates that limit the ways in which locali­
ties raise revenue, p ilin g  seme potentially 
lucrative and relatively pain free taxes off 
limits. These revenue exclusions and ex­
emptions have the effect ot forcing mote in­
tensive use of the much hated property tax.

Another senous and often ignored fiscal 
consequence of mandates is that of loss of 
flexibility. When mandates are procedur­
al—telling tl< locality not what to do, but 
how to do it—it should not come as a sur­
prise that Congress or federal agencies are 
not the best judge of how to run the busi­
ness of local government. Some local

cicncy” — the preclusion by law or rule 
from taking the most efficient path toward 
the service or program goal. Not surprising, 
the administrative routines mandated for a 
city of 500,000 may not be as workable for 
a city o f 500. Even seemingly innocuous 
procedural mandates have their conse­
quences. One law requires a soda! service 
agency to keep a copy of certain records. A 
copy is defined by statute in such a way as 
to prevent the use of computer records or 
microfid>c, alternatives far less expensive 
than the maintenance of paper copies.

Finally, and most critically, the biggest 
“so what” o f mandates is the loss of re­
sponsiveness in local government toward 
its citizens. Local governments have consis­
tently been shown to be more responsive 
to citizen preferences for taxes and services 
than the federal government. Poll respon­
dents arc far more likely to say that their 
local government is more responsive to 
their needs and is more open to their input 
than federal government. Local offidals of­
ten point out that they sec their constitu­
ents co the street, dine with than, worship 
with them, and hear about problems daily. 
Governing, for these elected offidals, is 
about the ability to respond to constituent 
demands or at least to engage constituents 
with conflicting goals in negotiation and 
compromise When mandates preclude the 
use of local resources toward die essential 
function of government, local government 
loses the trust and die confiderex of its 
people

A ll tliar having been said, it is critical to 
note that mandates are a necessary part of 
intergovernmental relations. No locality 
should have the nght to pollute the envi­
ronment, deny adequate education to chil­
dren, ikny benefits to eligible residents, 
deny due process and vedng rights to citi­
zens, or operate a justice system that is not 
in conformance with other localities. Man­
dates arc a necessary means by which to 
achieve these goals and arc both the right 
and the obligation of Congress. Howcva. 
die proliferation of mandates has also male 
it clear dur local governments arc being 
saddled with an ever expindirtg load o f 
rules and requirements whose cost over 
H i  Hormous.

B A C K G R O U N D  M A T E R I A L



L e g i s l a t i v e  R e s e a r c h  A g e n c y

i la sk a  State L eg is la tu re

130 Seward Street, Suite 2IS
Juneau, Alaska 99801-2196

Phone: (907) 463-3991 
Fax: (907) 463-3331

February 3, 1995

M EM O RANDUM

T 0 : Representative Brian Porter

FROM: Gordon Harrison, Director

RE: Unfunded State Mandates
Research Request 95.092

You asked fo r information about unfunded mandates imposed by the state government on 
municipal governments in Alaska. Specifically, you asked for a list o f all such unfunded mandates. 
Although there is a long list o f rtatutory directives to local government, few o f these are 
controversial or contentious when considered individually. Collectively, they account fo r a major 
portion o f the workload o f local governments, which are under increasing fiscal pressure. We 
believe that it is unproductive to attempt to classify these many, individual directives as either 
funded or unfunded. The term mandate has come to imply an onerous, expensive and perhaps 
capricious directive from a higher level o f government to a lower level o f govem -.ent intended to 
accomplish a policy objective o f the former. A mandate is a directive that has become a political 
problem, and a working definition o f the term is necessarily political, not technical. This 
memorandum identifies the few unfunded state mandates that municipal officials have pointed out 
in recent years as problems for local governments. This is not a long list, however. The source 
o f financial pressures on municipalities today are not individual statutory directives, but rather 
cutbacks in direct state aid to municipalities (revenue sharing and municipal assistance), and 
cutbacks in various state services that have required local governments to increase local 
expenditures.

Defining Mandates

A t the national level, the problem o f unfunded federal mandates is a prominent political issue. Over 
the years, Congress has enacted many laws that require compliance, often expensive compliance,



by state and local governments.' A t the state level, many cities and counties have also complained 
about burdensome state mandates on municipal governments.2 On close examination, many o f 
these are actually directives o f the state government necessitated by federal environmental laws 
such as the clean air and clean water acts. However, a number o f purely state directives have been 
identified as especially burdensome.3

In Alaska, the issue o f state mandates originally surfaced in connection with a specific grievance 
o f several borough and city governments: the senior citizens' property tax exemption. State law 
requires municipal governments to exempt $150,000 o f real property owned by residents over 65 
years o f age (AS 29 4. 030 [c*g]). For many years the state reimbursed local governments for the 
revenue they lost by way o f this exempticn, but these reimbursements have all but dried up in 
recent years as the legislature found ways to reduce state spending. Consequently, local 
governments now bear the fiscal burden o f the exemption, and, because state law preempts local 
ordinance, they have been barred as well from substituting their own senior property exemption 
tailored to local circumstances.

Beyond the senior's property tax exemption, however, there has iot been strong agreement among 
the municipalities on s p e c i f i c  onerous state mandates common to them, nor a focused lobbying 
e ffo rt to repeal or amend these particular mandates. Governor Hickel created a Task Force on 
Governmental Roles that included legislators and municipal officials from around ’.he state. Early 
on, the group sought a definitive listing o f all state mandates, but the effort was eventually
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‘The National Conference o f State Legislatures (NCSL) has monitored the issue o f federal mandates, 
and it recently published a list o f these federal directives to state and local government in the M a n d a t e  
C a t a l o g , NCSL, Washington, D.C., December 1994. To the best o f our knowledge, only one effort 
has been made to estimate the cost o f complying w ith federal mandates in Alaska. In 1993, the 
Municipality o f Anchorage released a study o f the cost o f complying with federal environmental laws 
(Municipality o f Anchorage, P a y i n g  f o r  F e d e r a l  E n v i r o n m e n t a l  M a n d a t e s :  A  L o o m i n g  C r i s i s  f o r  
C i t i e s  a n d  C o u n t i e s , January 1993).

:A number o f articles on the subject have appeared in recent years. See, for example, articles in the 
following publications: S t a t e  L e g i s l a t u r e s , September, 1989, December, 1991; G o v e m i n g , January, 
1992; S t a t e  G o v e r n m e n t  N e w s , April, 1993. Also, NCSL issued a L e g i s b r i e f entitled "Mandate Relief 
for Local Governments," June, 1994.

’Unfunded mandates frequently cited in other states arc the requirement that counties provide free 
office space and supplies to local state agencies, and that the school district provide free 
transportation o f pupils.



dropped.4 A  legislative task force member requested from the Legal Services Division o f the 
Legislative Affairs Agency a computer search o f the Alaska constitution, statutes, and 
administrative code for pertinent sections using the key words "shall" and "must"in connection with 
such words as "local government," "municipality", "political subdivision," etc. The resulting list 
o f twenty-three statutes was considered uncnlightening and inconclusive.

During the secoud session o f the Eighteenth Legislature, this agency was asked to compile a 
comprehensive list o f all state directives to local governments. Legislative Research Agency 
Memorandum 94.083 was the result. While we presume that our list is reasonably comprehensive 
(we read some sections o f the statutes page by page, other sections we searched by computer), we 
do not think that by itself it is particularly useful in clarifying the dimensions o f the issue o f 
mandates as a p o litic a l problem. Municipal governments are creatures o f state government. They 
do not possess inherent powers. In general, state gov ;mments may create, dissolve and realign 
local governments, and direct them to accomplish governmental objectives.5 Thus, municipal 
corporations have a fundamentally different legal relationship to their state government than the 
states have to the federal government.

The Alaska statutes are full o f major and minor directives to municipal governments. For example, 
Title 29 requires all boroughs and first class cities outside o f boroughs to establish, operate, and 
maintain a system o f public schools (AS 29.35.160 and 260), Much o f T itle 14 is devoted to 
telling the boroughs and cities how these school systems are to be administered, including where 
and when to fly the Alaska and United States flags (AS 14.03.130). Each such provision is, strictly 
speaking, a formal directive from the state to local governments. Similarly, the state criminal code 
(T itle 12) constitutes a type o f state-imposed mandate because local police departments arc 
required to apprehend murders and robbers. But even i f  it were a simple matter do so6, it does not
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4W ith regard to state mandates, the final report made this recommendation: "Policymakers should 
adopt a policy o f deliberate restraint w ith respect to enacting mandates on local governments. The 
legislature should closely monitor Department o f Community and Regional Affairs fiscal notes on 
legislation that affects municipalities and make a firm commitment to use the estimates in its 
deliberation." F in a l Report; Task Fo rce on Governmental R o les, published jo in tly by the Governor’s 
Office o f Management and Budget and the Alaska Municipal League, July 10, 1992, p. 3.

’Sec discussion in David J. McCarthy, Jr. Loca l Government Law, 3rd ed. (St. Paul: West Publishing 
Co., 1990), p. 28 ff.

in d iv id ua l directives pertaining to local scnool districts might be said to be fundee in the same 
proportion that district revenues are derived from state grants and entitlement programs. This may 
also be assumed for the various mandatory duties o f the different classes o f general government and 
home rule municipalities: they are funded to the same extent that the municipal revenues are derived 
from state sources. The percentage o f state support for schools and local government generally



seem fruitful to categorize as "funded" or "unfunded" these and the many other noncontroversial 
arrangements that govern the fundamental relationship between Alaska's municipalities and the 
state. This is not to say that the level o f state funding for education and state support for local 
government are not major political issues. They are major issues and everyone knows that they 
are. However, the debate over these issues is not advanced by a finding that the directive to 
display flags on the school house during school hours is funded, unfunded, or partially funded.

Certainly specific mandates that have become a particular source o f political irritation to municipal 
governments deserve attention. The senior citizens tax exemption is one such mandate (unfunded). 
Municipalities have, from time to time, identified a few other such unfunded mandates. These are 
discussed below.
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Unfunded Mandates Iden tified by M un ic ipa lities

From the information on this subject that we have located, four state mandates have been identified 
at one time or another as special problems for municipalities, in addition to the property tax 
exemption for senior citizens.

Other Property Tax Exemptions

State law exempts state-owned property (AS 29.45.030), including property owned by public 
corporations such as the Alaska Industrial Development and Export Authority (AS 44.88.140), the 
Alaska Permanent Fund (AS 37.13.180), the Alaska Energy Authority (AS 43.83.150), the Alaska 
Bond Bank (AS 43.85.160), regional electrical associations (AS 18.57.030), and electric and 
telephone cooperatives (AS 10.25.540[b]).

PERS and TRS Contribution Rates

Municipalities are members o f the Public Employees' Retirement System (PERS) and school 
districts are members o f the Teachers' Retirement System (TRS). Municipal employees and school 
teachers contribute a certain percentage o f their base pay to their respective retirement system; 
the ir employer contributes the remainder. When the legislature changes the PERS and TRS 
statutes in a manner that causes the total contribution for each participant to incrcase-for example, 
by increasing benefits, liberalizing service credit rules, or raising contributions to maintain actuarial 
soundness o f the system-tlic local governments and school districts must bear these higher costa. 
(AS 14.25, TRS; and AS 39.35, PERS)



"L ittle Davis-Bacon" Wages

The state version o f federal Davis-Bacon Act requires that prevailing local wages be paid on all 
public construction projects. Thus, local governments must require contractors to pay local wage 
scales even i f lower cost labor is available. (AS 36.05.010)

Procurement Preferences

When municipal governments purchase fishery and agricultural products, they must give a 7 
percent price preference to bidders who supply products harvested within Alaska. (AS 29.71.040)

In addition to these mandates, municipalities have opposed the shifting o f various program costs 
onto local governments as state agencies reduce their services because o f state budget cuts.

The Local Fiscal Effects of State Budget Cuts

Virtually all state agencies have taken budget cuts o f some kind in recent years. As a result, most 
have had to cut back their services. In some cases local governments have had to fill the void. 
Thus, fo r example, the City o f Wasilla provided local police service when the Alaska State 
Troopers, for budgetary reasons, withdrew service from the area. The Alaska Department o f 
Transportation and Public Facilities has threatened to turn over to the municipalities maintenance 
o f Class I I I roads. The Department o f Law has talked about local governments prosecuting 
violators o f municipal codes. Shifting to local governments the cost o f services now provided by 
the state is a serious problem for some communities and a major threat to all o f them. Note, 
however, that strictly speaking the issue o f "cost shifting" is not one o f state mandates in the sense 
o f mandatory statutory directives. It is rather the indirect result o f state budget cuts that are made 
w ithout consideration o f their impact on local governments.

O f far greater significance to the municipalities, however, is the steady erosion o f d i r e c t state 
support o f local governments through the state revenue sharing and municipal assistance programs. 
The fiscal impact o f cuts to these programs dwarfs the effect o f all o f the foregoing state mandates 
and agency belt tightening. Shoring up these two programs is the highest legislative objective o f 
the AJaska Municipal League (AM L )
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The overriding legislative priority o f the AM L is adoption o f the league's proposal to combine ‘he 
state revenue sharing and municipal assistance programs and to avoid further reductions in 
appropriations for these programs. This proposal, called the Alaska Municipal Basic Services 
Program, is designed to rationalize, simplify, and strengthen state support o f local governments. 
A  full description o f the proposal and its rationale are beyond the scope o f this memorandum. The 
po in t here is to emphasize that municipal officials see the legislative solution to their immediate 
problem as adequate direct state funding for local governments.

W ith regard to specific unfunded mandates, the AM L is on record in support o f legislation that 
wou ld make senior citizens' tax exemption a matter o f local option. More generally, the AML 
supports legislation that would prohibit the state firom transferring any additional responsibilities 
to local governments through statute, regulation, o r  b u d g e t a r y  m e a s u r e s  without commensurate 
funding. We suggest you contact Kevin Ritchie, Executive Director o f the AM L (586-1325), for 
a full discussion o f the organization's proposals, legislative objectives, and position on the unfunded 
mandates identified above.
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Legislative Agenda of the Alaska Municipal League

Although not exactly what you asked for, I nonetheless hope this information is useful. I f  you have 
questions about any o f this, or would like follow-up information, please call.




