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

"A n  Act re la t in g  to m un ic ip a l ac tiv it ie s , se rv ices, o r  p ro g ram s  m anda ted  by the 

sta te  and  to m un ic ip a l fisca l n o te s ."

B E  IT  E N A C T E D  B V  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 :

* S e c tion  1. L E G IS L A T IV E  F IN D IN G S  .AND IN TE N T , (a ) In this state, the leg islature 
has the p ow er during each session to d ram atica lly  change (he laws o f  the state. Statutes can 
be. and are. enacted, repea led , and amended each year. The law as it app lies to citizens in 
this state is a lw ays changing. A dd itiona l changes in the law  from  year to year based upon 
the leg islature's fund ing choices are not d iffe ren t in nature from  leg is la tive  statutory 
am endm ents because both the statutory changes and the funding decisions are w ith in the 
con tro l o f  the leg islatu re .

ib  1 Tne leg is la tu re finds that
f l )  an "untundcd mandate" is any statute, adm in istrative regu la tion , o r o rde r 

that dem ands action from  a subord inate governm ent w ithout adequate p rov is ion  fo r  fund ing 
the cost to the subordinate governm en t o f  im plementing the demanded action ;
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( 2 ) unfunded mandates are a nationw ide p rob lem  because fede ra l o r state 
governm ents have tended to balance their budgets on the backs o f  subordinate governm en ts , 
thereby sh ie ld ing  them selves from  taking the fisca l responsib ility  fo r  their ow n  p o lic y  and 
p rog ram  dec is ions ; from  a pure ly po litica l standpoint, an unfunded mandate can ensure that 
the b lam e fo r  h igher taxes o r service cuts fa lls  to loca l elected o ffic ia ls  ra the r than the 
gove rnm en t that made the decision;

( 3 )  the leg islature has proposed strong measures against the im position  o f  
un funded mandates by the federa l governm ent on the state;

(4 )  in the United States. 16 states currently have leg islation to lim it o r  prohibit 
state gove rnm en ts from  imposing unfunded mandates on m unic ipa lities; in add ition , anti- 
mandates leg is la tion  was introduced in 22 state leg islatures in the 1993 - 1994  leg is la tive  
session to p rotect m un ic ipa lities:

( 5 )  according to a September 1994 research report by the N ationa l League o f  
C ities titled  "A nti-M andates Strategies - Reim bursem ent Requirem ents in the States." it is 
d iir lc u lt to quan tify  the ove ra ll e ffect o f  mandates because most munic ipalities are faced with 
hundreds o f  un funded mandates, many o f  which have re la tive ly  low  costs, but that together 
are ve ry  expensive and annually increasing in cost; the cost o f  unfunded mandates is partia lIy  
covered  by state revenue sharing o r other state aid to m unicipalities; how ever, the p rob lem  is 
intensified because state governments often tend to cut funding programs as thev sh ift services 
and new mandates to m unicipalities;

( 6 ) state governm ent has cut state aid to m un ic ipa lities in this state fa r m ore 
deep ly than any o the r m a jo r program  (o ve r 55 percent in the past 10 yea rs ) w h ile  it has 
sign ifican tly  increased the number ot unfunded mandates on municipal governm en ts thrcuuii 
statutes, app rop ria tion  b ills , regu la tions, and adm in istrative actions;

(71 the effects o f  unfunded mandates and decreased state aid on munic ipalities 
ras substan tia lly  decreased the quality o f  life  in most m unic ipa lities th rough decreases in 
nu n ic ip a l basic services such as public sa fety , road maintenance, cu ltu re and recreation 
ierv ices, soc ia l se rv ices, pub lic education, and waste management;

(S )  the im position or now unfunded mandates on m un ic ipa litie s w h ile  
nc rem en ta llv  decreasing state aid to municipalities to im p lem ent existing mandates has been 
i m a jo r cause o f  increased property taxes and other loca l taxes, w e ll as a m a jo r cause o f
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the destab iliza tion  o f  some com m unities that has lead , and w ill lead, to d isso lu tion  o f  
m un ic ipa lities.

* Sec . 2. AS 24 .0 8  is amended by adding a new section to read:
Sec. 2 4 .0 8 .1 2 0 . M A N D A T E D  M U N IC IP A L  S E R V IC E S , (a ) E xcept as 

p rov ided  in (d ) o f  this section , a b i ll enacted a fte r January 1, 1996 , that im poses o r 
increases costs mandated by the state as a result o f  a new acdvity , service, o r p rogram  
o r  an increase in the leve l o f  m un ic ipa l fund ing fo r  an activ ity , se rv ice , o r  p rog ram  
requ ired  o f  m unic ipalities by the b ill is not e ffe c tiv e  un less su ffic ien t funds are 
appropriated to fu lly  fund the mandated activity , se rv ice , o r p rog ram  by the e ffe c tiv e  
date o f  the b ill sections that mandate the ac tiv ity , se rv ice , o r  p rog ram . Un less 
su ffic ien t levels o f  funding continue to be appropriated in each successive leg is la tive  
session that the mandate is in e ffe c t, o r  new fund ing is otherw ise p rov ided  annua lly , 
the mandate shall be inoperative in its e ffe c t upon a m un ic ipa lity until su ffic ien t state 
funds are p rovided to pay the add itiona l costs d irec tly  requ ired fo r  fi e actual 
perfo rm ance o f  the activ ity , se rv ice , o r  program .

(b ) Each b ill enacted afte r January 1 , 1996 , that applies a municipalities must 
inc lude a municipal fisca l note under AS 2 4 .0 S .0 3 5 fe ) , A b ili o r res'' ution w ithout 
a m unicipal fiscal note required under this subsection is vo id .

<c) I f  a m unicipality disputes a municipal fisca l note required under ib ) o f  this 
section o r under A S 4 4 .9 9 .0 3 0 . it m ay , w ithin 3 0  days a fte r the e ffe c tive  date o f  the 
b i ll, reso lu tion , o r  regu lation f i le  a  petition , in w riting , with the leg is la tive  audit 
d iv is ion  fo r  a determ ination o f  the accuracy o f  the fisca l note. The leg is la tive  audit 
d iv ision shall make its determ ination public within 6 0  days afte r receipt o f  the netitton.

( d ) This section does not app ly to a
(1 )  b ill passed in response to a d isaster em ergency dec la red by the 

g ove rn o r under AS 2 6 .2 3 .0 2 0 ;
( 2 ) b i ll passed by tw o-th irds o f  the m embers o f  each house;
(3 )  b ill that a ffirm s existing law  as it has been construed by the courts 

o r enacts federal law  o r regulation in the fo rm  in which it was enacted o r p rom ulgated ; 
o r

14) b ill that creates, e lim inates, o r  changes an o ffe n se ; in this
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parag raph , "o ffen se " has the meaning given in AS 11 .81 .900 .
(e ) F o r purposes o f  this section ,

( 1 ) "costs mandated by die state" means any increased cost creating a 
sign ifican t financia l e ffe c t that a m unicipality is required to incur as a result o f  any bill 
that, when enacted, mandates a new activity , service, o r p rog ram , s ign ifican tly  
increases a current activ ity , se rv ice , o r p rogram , o r causes a s ign ifican t increase in the 
le v e l o f  m unicipal funding fo r an activ ity , service, o r 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 m un ic ipa lity  in its proprietary capacity; costs mandated by a b ill

| in c lud e  any costs associated w ith regu la tions adopted under the au tho rity  o f  the b ill
i f  it is enacted:

( 2 ) 'increase in the leve l o f  municipal funding fo r  an activ ity , service, 
o r  p rog ram ' means any change in a municipality's de live ry o f  a cu rren t service , 
ac tiv ity , o r o roeram . o r a reduction in the leve l o f  state funding fo r  an activicv, service, 
o r  p rog ram  that is requ ired by e ither a new o r amended statute o r that w ou ld  be 
requ ired  by a b i ll i f  it is enacted;

( 3 )  'new activ ity , se rv ice , o r  program  ’ means an ac tiv ity , service , o r 
p rog ram  that is required as a resu lt o f  a statute o r bill that was not requ ired be fo re 
enactm ent o f  the statute o r that is not required unless the b ill is enacted and that

j
resu its in costs mandated bv the state;

( 4 )  "new fund ing" means a new appropriation:
( 5 ‘» "s ign ifican t financ ia l e ffec t" means the em p loym en t o f  additiona l 

pe rsonne l in one o r m ore munic ipalities o r an increase in expenditu res fo r  contracted 
se rv ice s o r equipment o f  m ere than S20 ,0C i' a each o f  one o r m ore m unic ipa lities.

* Sec . 3 . A S  -U .9 9  is amended by adding a new section to read:
Sec. 4 4 .9 9 .0 3 0 . M U N IC IP A L  F IS C A L  N O TES , (a ) I f  a p roposed regulation 

o f  an agency sign ifican tly  increases costs to a municipality, there sha ll be attached to 
the regu la tion  a municipal fisca l note conta in ing an estimate fo r the cu rren t fisca l year 
and fiv e  succeeding fisca l years o f  the cost to municipalities that w ou ld  result from  
adop tion  o f  the regu la tion . T he agency proposing the regu la tion  sh a ll prepare the 
m un ic ip a l fisca l note and d e liv e r a copy o f  it to the Department o f  C om m un ity  and
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Reg iona l A ffa irs  be fo re the first pub lic  hearing held on the p ro p o sa l The m un ic ipa l 
fisca l note must contain in fo rm ation  that substan tia lly  com p lie s w ith 
AS 2 4 .0 8 .0 3 5 (c ) (1 ) , (2 ) ,  and ( 6 )  - ( 9 )  to the extent the in fo rm ation  is ava ilab le  to the 
agency. A regu la tion  w ithout a m unic ipal fisca l note required under this section is 
vo id  i f  [he regu la tion was adopted a fte r January 1, 1996 .

(b ) F o r purposes o f  this section ,
( 1 ) "agency" means a board, com m ission , department, o r  o ther agency 

o f  the execu tive branch; it does not include a pub lic co rpo ra tion ;
( 2 ) "regu la tion "

(A ) means a regu la tion , ru le , o rder, o r  standard o f  genera l 
app lication  to im plem ent, interpret, o r  make specific  the law  en fo rced  o r  
adm inistered bv an agencv;

(B ) includes a manual, po licy, instruction, guide to en forcement, 
bu lle tin , and the like that has the e ffect o f  a standard o f  general app lication ;

(C ) does not include a regulation that relates on ly  to the internal 
m anagement o f  the agency o r  a fo rm  prescribed by an agency o r instruction 
re la ting to the use o f  the fo rm .
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FISCAL NOTE
B IL L  NO: SE 96

STATE OF ALASKA
1995 LEGISLATIVE SESSION B IL L  VERSION: CSSB 9 6  (CRA)

R e visio n  D ale ;______________________________________________________

T it le : A n  A ct relating  lo m u nicip al a c liv ilie s , services.

or program s mandated by the state.

Sponsor: Senator K e lly _____________________________________

Requestor: Senate C<fcRA Com m ittee_____________________

Dept. AITcctcd A la sk a  Leg islature__________

B R U : Budget and A udit Com m it!

Com ponents: L e g is la tive  F in an ce  D iv is io  

S erial H

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)

OPERATING FY 96 FY 97 FY 98 FY 99 FYOO FY 01

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants, Claims

Miscellaneous

TOTAL OPERATING

1 2 7 . 8 1 2 7  . 8 1 2 7 . 8 1 2 7 . 8 1 2 7 . 8 1 2 7 . 8

0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

2 . 0 2 . 0 2 . 0 2 . 0 2 . 0 2 . 0

0 . 5 0 . 5 0 . 5 0 . 5 0 . 5 0 . 5

6 . 0 0 . 5 0 . 5 0 . 5 0 . 5 0 . 5

13G.3 130.8 130.8 130.8 130.8 130.8

CAPITAL

REVENUE

FUNDING: (THOUSANDS OF DOLLARS)

Goneral Fund 

Federal Fund 

Other

T O T A L

1 3 6 . 3 1 3 0 . 8 1 3 0 . 8 1 3 0 . 8 1 3 0 . 8 1 3 0  . 8

1 3 6 . 3 1 3 0 . 8 1 3 0 . 8 1 3 0 . 8 1 3 0 . 8 1 3 0  . 8

P O S I T I O N S :

Full-Time 1 1 1 1 1 1

Part-Time 1 1 1 1 1 1

Temporary

ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY)

P l e a s e  s e e  a t t a c h e d  p a g e .

Prepared by: M ich ael G rca n v . Le g is la tiv e  F isca l A n a ly s t 

L e g is la tiv e  F in an ce  D iv is io n

Date: A p ril 7. 1095 

Phone: 405-1795

P A G E I O F



SB  9 6  w ou ld  requ ire that the D ivision o f  Leg is la tive Finance pe rfo rm  impact analysis and 
make a fo rm a l finding on legislation which w ill p o ten tia lly  create a fiscal impact on  loca l 
governm ents. W e  estimate the number o f  b ills to be analyzed each session to be between 
50  and 75 . The bills w ill be analyzed to  vary ing degrees accord ing to  the potentia l extent 
o f  their impact, but each bill e ffecting municipalities w ill have to  be exam ined at least 
in itia lly to  determ ine the extent o f  fu rthe r analysis.

In a 1992  study done by the Nationa l League o f  C ities regard ing states’ fiscal noting o f  
state mandated impacts to  loca l governm ents, it was found that o f  2 8  s la tes which requ ire  
fisca l noting , on ly  3 states prepared analysis which w as considered o f  “ g o o d ”  quality . 
M any states com pla ined that constraints on s ta ff tim e and resources prevented them  from  
pe rfo rm ing  good  qua lity  analysis. As A laska  leg is la tion  w ou ld  require a fo rm a l finding 
process, this new  task w ill require the hiring o f  one fu ll time and one part time fiscal 
analyst to  determ ine the potential fiscal impact on municipalities. W e  surveyed severa l 
states which pe rfo rm  sim ilar analysis, and d iscovered that Connecticut in itia lly hired 3 fu ll­
time s ta f f  fo r  this function , and Rhode Is land has 5 fu ll-tim e  s ta ff (in  three d ifferent 
agencies) devoted to municipal impact analysis o f  leg is lation .

In o rd e r to pe rfo rm  fiscal impact analysis on ail app licab le leg islation , the analyst positions 
w ou ld  be responsib le  to establish and maintain contacts within the s la te ’ s num erous 
municipalities, and those state, federa l and private agencies which w o rk  c lose ly  w ith those 
municipalities. The analysts w ou ld a lso  be required to  deve lop  an effic ien t and e ffec tive 
system  o f  su rveying pertinent loca l governm ents, and to  establish a data base o f  financia l 
in fo rm ation  regard ing the fiscal w o rk ings o f  municipal governm ents to  fac ilita te the tim e ly  
tu rnaround o f  analysis o f  applicable leg is lation . In addition , the analysts w ou ld  be 
expected lo  update impact analysis on leg is lation as it is amended.

C on trac tua l costs arc fo r  sufficient long  distance ca lls to  municipalities to ca rry  ou t the 
analysis, and genera l o ffic e  equipment leasing and o th e r costs. Som e w iring may a lso  be 
required to  adequate ly set up com puter systems to  be used by the analysts. Supp ly  costs 
are com prised o f  m iscellaneous o ffic e  supp lies expenses.

First year equipment costs include initial set up o f  o ffic e  fu rn itu re , com pu te r systems, and 
o th e r equipment necessary to carry ou t the duties o f  the positions. Subsequent yea r 
equipment costs inc lude costs fo r  upgrade o f  com pu te r systems, and o th e r m isce llaneous 
items.

The costs in this fisca l note do not inc lude the con tractua l cost o f  ou tside o ffice  space, and 
set up costs to house the tw o analysts, shou ld that be necessary.

Analysis for CSSB 96 (PIN)
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S T A T E  Q F  A L A S K A

1995  L E G IS L A T IV E  S E S S IO N F I S C A L  N O T E B IL L  N O : C S S B  96 (C R A 1

Revision Date: April 5 ,1 9 9 5 ___________________________________ Dept. Affected: Com m unity & R eg io nal A ffairs

T itle : An A ct relating to m unicipal activities or B R U : none______________________________________

se rv ice s m andated by state statute Com ponent none______________________________________

Sp o n so r: Senator Kelly____________________________________ _____________________________________________

R eq uestor: S e n a t e  F in a n c e  C o m m itte e ______________C O M P O N E N T  S E R I A L  N O . ______________

E xp end itures/R evenu es:________________________________________(Tho usand s of D ollars)

O P E R A T IN G F Y  96 F Y  97 F Y  98 F Y  99 F Y  00 F Y  01

P E R S O N A L  S E R V IC E S

T R A V E L

C O N T R A C T U A L

S U P P L IE S

E Q U IP M E N T

LA N D  & S T R U C T U R E S

G R A N T S , C LA IM S

M IS C E L L A N E O U S

T O T A L  O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L 0.0 0.0 0.0 0.0 0.0 0.0

R E V E N U E  FU N D  S O U R C E :

F U N D I N G : _______________________________ (T ho u san d s of D ollars)

1002 Federal R eceip ts

1003 G F  Match

1004 G F

1005 G F/Program  R e ce ip ts

1006 G F/M H TIA  

O ther

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

P O S IT IO N S :

FU L L -T IM E

P A R T -T IM E

T E M P O R A R Y

0 0 0 0 0 0

E s tim a te  of c u rre n t (F Y S 4 ) im p a c t $ none

A N A L Y b ib ; (A tta c h  a se p a ra te  p a ge  it n e c e s s a ry j
U nder existing statutes, D C R A  is required to prepare m unicipal fiscal notes in the event that a 

proposed bill could h ave  significant fiscal im pacts on m unicipalities. S B  96 would require D C R A  to 

also  m ake a finding regarding significant fiscal im pacts that would result from regulations adopted to 

im plem ent the legislation. T h is  would im pact existing D C R A  staff re so u rce s . W hile w e are  unable to 

predict the exact level of dem and for this activity b ased  on the adoption of future regulations, w e do 

not anticipate the im pact to be great enough to indicate hiring new  staff or contracting out for such  

se rv ic e s . Therefore, w e anticipate no fiscal im pact on D C R A  from this bill.

P repared by: Rem ond H end erson, D ir e c to i/ f  -/-KAj/Psf. hV l / t p 465-4708

D ivision: Division of Adm inistrative S e rv ic e s u D ate: 4/5/95

Approved by Co m m issio ner: ^ I I D ate: 4/5/95

A g en cy: Com m unity & R eg io n al Affairs

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEG m i atiw p  O F P I P F
Fo r further distribution information call the G overnor's Leg islative  < „ , /  /
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C o o k

4/5/95

A M E N D M E N T

OFFERED IN  THE SENATE
TO: CSSB 96(CRA)

B Y  SE N A T O R  K E L L Y

1 Page 1, lin e 2 , a fte r "state":
2 Insert "cuid to municipal fiscal notes"

3 Page 5 , a fte r lin e  3 :
4  Inse rt a new b i ll section to read:
5  "*  Sec. 3 . AS 2 4 .0 8 .0 3 5 (e ) is repealed."

SENATE FINANCE
CO M M ITTEE  

Am^rvjr.-iof.i Numfcsr:,
S ill N u r r . r : &  .........
S jjc n su t: 'Aita; S '
LogguJ in By: _______
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B IL L  N O : S B  9 6

Revision Date: M arch 7, 1995_________________________________ Dept. Affected: Com m unity & Regional Affairs

Title: An A ct relating to m unicipal activities or B R U : none_____________________________________

se rv ice s  m andated by state statute Com ponent none______________________________________

Sponsor: Sen ato r Kelly____________________________________ ____________________________________________

Requestor: S e n a t e  C  & R A  C o m m itte e _______________C O M P O N E N T  S E R I A L  N O .

Exp end itures/R evenu es:________________________________________(T ho u san d s of Dollars)

O P E R A T IN G F Y  96 F Y  97 F Y  98 F Y  99 F Y  00 F Y  01

P E R S O N A L  S E R V IC E S

T R A V E L

C O N T R A C T U A L

S U P P L IE S

E Q U IP M E N T

LAN D & S T R U C T U R E S

G R A N T S , C LA IM S

M IS C E L L A N E O U S

T O T A L  O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L 0.0 0.0 0.0 0.0 0.0 0.0

R E V E N U E  FU N D  S O U R C E : | | |

FU N D IN G :__________________________________________________________(T ho u san d s of Dollars)

1002 Fed era l R eceip ts

1003 G F  Match

1004 G F

1005 G F/Pro g ram  R e ce ip ts

1006 G F/M H TIA  

Other

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

P O S IT IO N S :

F U L L -T IM E

P A R T -T IM E

T E M P O R A R Y

0 0 0 0 0 0

E s tim a te  o f c u rre n t (F Y 9 4 ) im p a c t $ none

A N A L Y b l b :  ( A t t a c h  A s e p a i c u ?  ,_a g e  it n e c e s s a r y )

U nder existing statutes, D C R A  is required to prepare m unicipal fisca l notes in the event that a 

proposed bill could h ave significant fiscal im pacts on m unicipalities. S B  96 does not appear to place  

any additional requirem ents on D C R A . Therefore, w e anticipate no fiscal impact on D C R A  from this 

bill.

P repared by: Rem ond H enderson, Director Phone: 465-4708

D ivision: D ivision of Adm inistrative S e rv ice s ,1 Date: 3/7/95

Approved by C om m issioner: '“ 7 7 I l .L'-*— V 'U v U ------ Date: ?.7/95

A gency: Com m unity & Regional Affairs

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
Fo r further distribution information call the G overnor's Legislative Office

P a g e  1 of 1
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A M E N D M E N T

OFFERED IN THE SENATE BY SENATORZHAROFF
TO: CSSB 96(CRA)

P a g e  3 . lin e  9 :

D e le te  " a t th e  t im e  o f  e n a c tm e n t to  f u l l y  fu n d  th e  m an d a te d  
a c t i v i t y ,  s e r v i c e ,  o r  p r o g r a m ."

In s e r t  " t o  f u l l y  fu n d  th e  m an d a te d  a c t i v i t y ,  s e r v ic e ,  o r  p ro g ra m  
a t th e  e f f e c t i v e  d a te  o f  th e  p r o v i s io n s  th a t m a n d a te  th e  a c t iv i t y ,  
s e r v ic e ,  o r  p r o g r a m ."
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MEMBER A l a s k a  S t a t e  S e n a t e

S e n a t o r  T i m  K e l l y

STATE CAPITOL 
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M E M O R A N D U M

D A T E : March 30th, 1995

T O : Senator Rick Halford, Co-Chairman
Senator Steve Frank, Co-Chairman 
Senate Finance Committee

FRO M : Senator Tim Kelly
R E : Scheduling o f CS SB 96 (CRA ), Unfunded State Mandates on

Municipalities

I respectfully request you schedule SB 96, An Act relating to Unfunded State 
iVlandates on Municipalities, for a hearing before the Senate Finance Committee at 
the Committee's earliest convenience.

As you know, the U.S. Congress recently passed legislation prohibiting 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 legislative priority fo r the Alaska Municipal League, the Municipality o f 
Anchorage, die Fairbanks North Star Borough, and the Alaska Conference o f 
Mayors.

A sponsor statement is attached.
Thank you in advance for your timely consideration.

I
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Sponsor Statement &  B i l l  Analysis

CS SB 96 (CRA): The B ill  of Mandates

Just as the U.S. Congress is attempting to address the considerable 
financial hardship unfunded federal mandates place on state governments, 
many state legislatures are beginning to address the same financial hardships 
unfunded state mandates are placing on local governments. In fact, at present 
sixteen states currently have laws which either limit o r prohibit state 
government from imposing unfunded mandates on municipalities. Additionally, 
more than 20 other state legislatures are actively considering such legislation.

SB96 was introduced this year to remedy the problem of unfunded state 
mandates here in Alaska. This legislation is a high priority fo r the Alaska 
Municipal League, the Municipality o f Anchorage, the Fairbanks North Star 
Borough, and the Alaska Conference o f Mayors.

Unfunded mandates cause cash-strapped cities to decrease basic 
municipal services 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 mandates which most often are much lower priorities than these basic 
municipal government functions. Moreover, as these unfunded mandates 
increase for local governments, aid to municipalities has been cut more than 
55%. A good example is the Senior Citizen’s Property Tax Exemption which has 
increased 300% in cost to local governments in the last several years. As 
municipalities and local governments struggle to provide services mandated but 
not funded by the Legislature, increased property and other local taxes have 
been used as the funding vehicle.

The principle imperative o f this legislation is that the State government 
should not require municipalities by statute, appropriation, regulation, or 
administrative action to implement any program, service, or activity which 
significantly impacts municipalities' budgets unless the legislature provides new 
funding to cover the costs o f these mandates.
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P R E S ID E N T  C L IN T O N  S IG N S  M A N D A T E  R E L IE F  D IL L . A t a White House ceremony attended 
by N C SL leaders and other state and local officials, President Clinton on March 21 signed into law  mandate 
re lie f legislation. The bill signing concluded a uiulti«ye<u lubbying e ffo rt by NCSL mid oilier slate and loca l 
groups. The new law w ill require cost estimates fo r mandates o f  over $50 m illion in any fiscal year and w ill 
require that revenues tn pay fnr such mandates he identified. A ll new mandates will he considered repealed 
i f  ftinrting is not provided in the appropriations process. Members o f  Congress will have tn go on record 
wiih a ro ll cull vole 10 override these requirements. Representative Jane Campbell o f  Ohio, the President o f  
N CSL , in her statement issued at the bill signing, called the new law “ a historic recognition by the federal 
government o f  the fiscal and administrative burdens it has long placod 011 state and local governments.”  
(NCSL staff contacts: Scott DeFifg; Michael Bird)
S E N A T E  R E S C IS S IO N S  A C T IO N . The Senate has token die FY  1995 rescissions bill (H .R . 1158 ) to 
the flo o r in hopes o f  completing action on the measure tliia week. During Senate Appropriations Coiumirtco 
consideration o f  die bill, .Senators scaled hock the proposed House cuts from S 17.4 billion to $13 .5  billion . 
The Senate version would not cut funds fo r the Low  Income Home Energy Assistance Program (L IH E A P ), 
and reduces the cuts the House made to unused Highway Administration emergency funds. However, tho 
bill still cuts nearly $1.2 billion from the Safe Drinking Water Revolving Loan fund and specific water and 
wastewater projects. Li addition, an amendment was agreed to that would direct a ll savings above the 
amount needed fo r disaster re lie f in California to deficit reduction, rather than die House plan lo  set aside 
funds fo r tax cuts later in the session. (NCSL staff contact: Scott DeFife)
W E L F A R E  R E F O R M  PA SS E S  H O U S E . On March 24, 1995, the House passed H .R . 4 (fo rm e rly  
H .R . 1214), 234-199 . H .R . 4 transforms existing public assistance programs (including entitlements fo r 
A FDC  and foster caro) into 6  block grants: temporary assistance for needy families; child protection; child 
caro; fam ily based nutrition; school-based nutrition; and services to disabled children. NCSL-supportcd 
amendments were passed to increase child care funding and a llow  disabled, legal immigrants to receive 
benefits. Another amendment, which N C SL  oppovd , to mandate that states withhold drivers and 
professional licenses fop.nonpaycrs o f  child support wns Included. While allowing states substantial 
discretion, the bill contains significant mandates, including federal work requirements with prescriptive 
performance standards, preemptions o f  stnto .authority, and shifts o f  costs and needy populations (including 
legal immigrants cash and medical support) to'.states. There are significant changes to the SS I and food 
stamp program. N C SL  successfully obtained: a provision exempting electronic bene"! transfers from  
Regulation E. A  bill analysis is available from N C SL ’ s Washington office. (NCSL staff contacts: Sheri 
Sleisel; Michael Bird)

SF.NATF. C O N S ID E R S  P R O D U C T  U A R I I . I T Y  R IL L .  IIih U S  Semite ( ’ iimmmiii Cnmmiltett in 
early April is expected to mark up S. 565, tiro proposed federal product liability act that would broad ly 
preempt slate law. The bill would impose legal standards and evidentiary rules on the f i l ly  state court 
systems to be used ir. adjudicating disputes over injuries resulting from allegedly defective products. F o r the 
first time, Congress would impose federal ntlcs hy which state courts would he forced to decide such civil 
cases. Senate f lo o r consideration o f  S. 565 may be scheduled in late April. (NCSL staff contacts: Jon 
Felde: Dill Warm)

N C S L  L E A D E R S  M E E T IN G  S U C C E S S F U L . Suite legislative leaders from throughout the country 
heard from an impressive group o f  Administration and Congressional officia ls at N'CSL’s annua! Lcadcr-to- 
Lender meeting held March 16-17. Speakers from the Administration included President B ill C linton and 
five m rm brri o f  h ir Cabinet. C ong rrrrinn il le id m  in the attendance included Sr-nitc M ajority Leader Doh 
D o le (R-K.onsas) and Senate M inority Leader Tom  Daschle (D -Sou lh  Dukota). Senator John (Jlcuu (D - 
Ohio ) and Senator D irk Kemplhome (R -Idaho) attended die leaders dinner and received awards fo r their 
successful sponsorship o f  N C S L ’ s mandate re lie f bill.
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TO: Kelly

FROM: itcJbte, Executive Director

DATE: March 26, 1995

RE: 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 mandatory 
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 $150,000 to $75,000 and 
allows municipalities the option of granting the exemption over $75,00C.

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.

^_AnLQHQS5_cL^tale^.tattJleJhaLc.ould_create an unfunded mandate on municipal aovernment- 
HB 154 deals with regulatory “takings" by the state or municipal government. The bill defines a 
taking as any municipal government action that “regulates or imposes a restraint on private 
property". Under this definition, normal municipal powers such as zoning and subdivision 
regulations, would be considered compensable "takings". Under SB 96 a finding of the potential 
financial effect on municipalities would be prepared.

M e m a e r of th e  N atio nal le c g u e  o f C if.e s a n a  tne N a tio n al A sso cia tio n  of C o un ties



L E G IS L A T IV E  IS S U E S

M U N IC IPA L IT Y  OF ANCHORAGE
1995 L E G IS LA T IV E  PRO G RA M

T IT L E :  B i l l o f  M and a te s  L eg is la t ion  o r  C o n s t itu t io n a l A m endm en t

Tne M un ic ipa lity  o f  A nchorage supports leg is la tion  (o r  a constitu tiona l am endm ent) 
which w ou ld  requ ire the State to p rov id e  fu ll fund ing fo r State mandated municipal 
acavities o r  services. The most p rom inen t and costly  o f  existing State m andates is the 
S en io r C itizens/ D isab led V eterans p rope rty  tax exem ption , whicn underfunded Anchorage 
by S 7 .7  m illion  in 199a . O ther exam p les o f  State m a r-'ite s  inc lude : a ic on o i services, 
domestic v io len ce  w rits, p risone r transporta tion  costs. 7o fo r  A n . D av is -B acon  wages, 
etc. State mandates have resu lted in the M un ic ipa lity  assigning a r t i f ic ia lly  h igh p n o n ty  
to mandated p rogram s, services th e re b y . supersed ing the funding o f  h ighe r p r io n ty . 
fundamental loca l governm ent services.

The M un ic ip a lity  is espec ia lly  concerned about the potentia l escalation o f  u n funaed  State 
mandates resu lting  from  the p ressure o f  dec lin ing  State revenues. L eg is la tion  is needed 
now  so that fu tu re Leg is la tu res w i l l be d 'scouraged from  u n fa ir ly  bu rden ing  loca l 
governm en t w ith unfunded State mandates.

The proposed leg is la tion  w ou ld  a lso  requ ire  a  State g o v cm T em  agency w h ich un ila te ra lly  
transfers re sponsib ility  fo r  a p rog ram  to a m un ic if a iitv  o r  im poses regu la tion s on a 
m un ic ipa lity  to re im burse the m un ic ipa lity  r V  me costs o f  the trans fe rred  re spon s ib ility  
o r  the regu la tions.

L a s tly , the M un ic ipa lity  aiso supports a lo c a l op tion section to be inc luded w ith  p roposed 
leg is la tion , which w ouid a llow  a m un ic ip a lity  faced w ith an un funded m andate to decide 
whether it -will p rov id e  the acdv ity  o r  se rv ice  from  loca i funds. E ssen tia lly , the unfunded 
mandate w ou ld  become an au tho riza tion  f o r  a M un ic ipa lity  to p rov id e  a se rv ice o r 
acdv ity  at w hatever le ve l it deem s app rop ria te .

The p ropensity o f  state governm en t to im pose mandated p rog ram s on lo c a l 
governm ent is by no means lim ited to the State o f  .A laska. T he tax re v o lt  in 
C a lifo rn ia  in 1978 and 1979 was fu e led , in p a n . by the state ’ s tran s fe r o f  ce rta in  
responsib ilities to the county le v e l, p lacing an onerous tax burden on p rop e rty  
ow ners.

• m ore )
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B i l l o f  M an d a te s  L e g is la t io n  o r  C on s t itu t io n  A m en dm en t 
(c o n t in u e d )

C a lifo rn ia  now  has an acnve re im bursem ent p rog ram . M assachusetts app rop ria tes 
m oney w ith the mandating law as it is passed. In a l l ,  fifteen  states have statu tory 
o r  constitu tiona l requ irem ents that paym ents be made on som e le ve l f o r  the 
fin anc ia l e ffe c ts  o f  state statutes. Som e state constitu tions stipu late that specia l 
acts necessitating appropria tions by a lo c a l g ove rnm en t do not becom e e ffe c tiv e  
un less app roved  by a vo te r re fe rendum .

W e  ask fo r  y o u r support fo r  leg is la tion  addressing the issue o f  m un ic ipa l fisca l 
mandates.

C o n ta c t : G ene D u sek . Budget D ire c to r
O ffic e  o f  M anagem ent ana Budget 

P tio u e : 3 4 3 -4 4 9 0



P.O. BOX 89 
UNALASKA. ALASKA 99685 

(907) 581-1251 
FAX (907) 581-1417

C IT Y  O F  U N A L A S K A
C ~ O b

M a rc h  1 8 , 1 9 9 5

Senator Tim Kelly, Chairman 
C o m m u n ity  and Regional A ffa irs  C om m ittee  
Room 101 , State Capitol 
Juneau, A laska 9 9 8 0 1 -1 1 8 2

RE: Senate Bill 96, an A c t  relating to m unic ipa l ac tiv it ies  or services
mandated bv state s ta tu te

Dear Senator Kelly:

Thank you for extend ing  the o p p o r tu n ity  to subm it tes t im ony  on 
Senate Bill 96 , relating to m unic ipa l ac tiv it ies  or services m andated by state 
s ta tu te .  The City of Unalaska is on record suppo rt ing  this type of legis lation on the 
federal level. We are ex trem ely  pleased that you have sponsored legislation at the 
s ta te  level to address the problem of un funded s ta te  m andates on local 
gove rnm en ts .

This legislation w o u ld  s ign if ican tly  relieve local governm ents  o f the 
f inancia l burdens related to fu tu re  state m andates. W e are concerned, how ever,  
tha t the proposed language, as w r i t te n ,  m ay no t provide relief from  existing  s tate 
m andates. Like local gove rnm en ts  across A laska, the C ity  o f Unalaska is already 
fac ing po ten tia l ly  cr ipp ling financial im pacts  as a d irec t result o f ex isting unfunded 
s ta te  and/or federal mandates. In Unalaska, the largest of the existing m andated, 
bu t un funded or underfunded, pro jects include:

1. cons truc t ing  a w a te r f ilter p lant at 56  mill ion (w ith  an annual opera ting 
cost increase o f $ 4 0 0 ,0 0 0 ) ;

2. cons truc t ing  an advanced pr im ary  or secondary w a s te w a te r  t rea tm en t 
p lant at $5 -10  m ill ion (w ith  an annual opcravng  cost increaso of 
$ 2 0 0 ,0 0 0 ):



Senator Kelly
March 18, 1995
Page 2

3. cons truc ting  a lined landfill and baler fac il ity  at $6 million (w ith  an 
annual operating cost increase of $ 1 0 0 ,0 0 0 ) ;  and

4. reducing emissions from  our pow er generation fac il i ty  (costs /e t  to  be 
determ ined, but identif ied op tions  range up to $ 1 1 0  million).

As vou know , the problem o f com p ly ing  w i th  unfunded state and 
federal mandates is le ft largely to local gove rnm en t o ff ic ia ls  w h o  m ust take the 
heat for increasing local taxes and u t i l i ty  rates. For m any tax payers, the cause and 
e ffe c t relationships associated w ith  com ply ing  w i th  the myriad existing state and 
federal \c /vs and regulations are not read ily 'apparent.

Of course w e  are com m itted  to provid ing public services that p ro tec t 
ond enhance the health, safety, and w e lfa re  o f  our citizens. However, many 
ex is ting  mandates impose unrealistic t im e schedules for com pliance and d ic ta te  
specif ic  actions when less cos t ly  a lternatives m igh t serve jus t as well. Add it iona lly , 
they d irect lim ited local resources aw ay from  o ther local pr iorit ies tha t could 
con tr ibu te  more to the health, sa fe ty  and w e lfa re  of local residents than the spec if ic  
actions d ictated by the mandates.

* f

We do not seek to challenge the laudable goals o f m ost s tate and 
federal mandates. Yet the accum ulated w e ig h t  o f ex isting s ta te  and federal law s 
and regulations have made it nearly impossib le for m ost local governm ents to 
priorit ize among their m ost pressing needs. So lutions to the problems imposed by 
un funded mandates m ust be based on a rational and balanced approach 
emphasiz ing ou tcom e-or ien ted  results. There m us t be greater polit ica l 
accoun tab il i ty  at the s ta te  level, iden tif ica t ion  and appropria tion of the resources 
required to pay for the mandates, and greater f lex ib il ity  at the local level.

This is a national problem tha t has been dum ped on local governm ents  
and their elected and appoin ted offic ia ls . W o hope tha t the A laska State Legislature 
w ill fo l low  through w i th  its good in ten tions and solve not on ly  the problem of fu tu re  
m andates, but also address the onerous problem  posed by existing mandates. We 
respectfu lly  request that you and the C om m ittee  consider changes to the proposed 
leg 's la tion, or through o ther means, to obta in relief from  ex is ting  unfunded state 
mandates.



Senator Kelly
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W e w ou ld  support the creation of a Comm ission on Unfunded State 
M andates to rev iew  and investigate the im pacts  of ex isting state mandates on local 
gove rnm en ts . The purposes o f this Comm ission w ou ld  be to make 
recom m enda tions  to the Governor and Legislature regarding f lex ib il ity  in local 
com pliance , as well as te rm inating , suspending, or conso lidating certa in existing 
s ta te  m andates.

W e w ou ld  also support the creation of an advisory panel cons is ting of 
local gove rnm en t off ic ia ls , perhaps coord inated th rough the Alaska Municipa l 
League, to  rev iew  and com m en t on proposed adm in is tra tive  regulations. State 
agencies should be required to consu lt  w i th  local o ff ic ia ls  during the deve lopm ent 
of adm in is tra tive  regulations tha t im pact local governm ents. State agencies should 
also be required to prepare a w r it ten  estimate'* includ ing the underly ing analysis, of 
the cos t im pacts  to local governm ents  o f adm in is tra tive  regulations.

Again, thank you for the oppo rtun ity  to tes t i fy  on th is im po rtan t issue 
and for vour e f fo rts  to help local governm ents  in Alaska. Senate Bill 96  represents 
an im p o r ta n t  step in addressing our concerns regarding the need for relief from  
un funded  and underfunded in te rgovernm en ta l mandates.

Very tru ly  yours,

CITY OF UN ALASKA

' V  ?  ’
j /  ciAA- ' - J /M lA / f ”-

Mark Earnest 
City Manager



Miniieipality
Anchorage

March 10, 1995 " I  I II I I II I I I I  M \\ i IK'

The Honorable Tim Kelly 
Alaska State Senate 
State Capitol, Room 101 
Juneau, Alaska 99801-1182

Re: Senate Bill 96

Dear Senator Kelly:

Thank you tor sponsoring SB 96 relating to municipal mandates.

Across-the country unfunded mandates imposed by states upon their 
municipalities are a focus o f legislative efforts. In the 1993-94 legislative 
session, anti-mandates legislation was introduced in 22 state legislatures. 
Sixteen states currently have legislation to limit or prohibit state governments 
tram imposing unfunded mandates on municipalities.

* rThe Municipality o f Anchorage has previously estimated the burden on its 
budget o f state unfunded mandates and municipally assumed responsibilities 
to be over 526,000,000 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,

Rick Mystrom 
Mavor



Legislative Research Agency
130 Seward Street, Suite 213 

Juneau, Aiaslca 99801-2196

Phone: (907) 465-3991 
Fax: (907) 463-3351

February 3, 1995

M E M O R A N D U M

TO: Representative Brian Porter

F R O M : G o rd on  H arrison , D irecto r

R E : U n fu n d e d  S ta te  M andates
Research Request 95 .0 9 2

Y o u  asked fo r  in fo rm ation  about unfunded mandates imposed by the state government on 
municipal governments in .Alaska. Specifically, you asked fo r  a list o f  a ll such unfunded mandates. 
A lth ough  there is a long list o f  statutory directives to loca l governm en t, few  o f  these are 
controversia l o r  contentious when considered individually. C o lle c tiv e ly , they account fo r  a m ajor 
p o rt io n  o f  the w o rk lo a d  o f  local governments, which are under increasing fiscal pressure. W e 
b e liev e  that it is unproductive to attempt to classify these many, ind iv idua l directives as either 
funded o r  un funded. The term mandate has come to imply an on e rou s , expensive and perhaps 
capricious directive from  a higher level o f  government to a low e r leve l o f  governm ent intended to 
accomplish a po licy  ob jective o f  the form er. A  mandate is a d irective that has become a politica l 
p rob lem , and a w o rk ing  definition o f  the term is necessarily p o litica l, not technical. This 
memorandum identifies the few unfunded state mandates that m unicipal o ffic ia ls  have pointed out 
in recent years .is p rob lem s fo r loca l governments. This is not a long  list, how ever. The source 
o f  financia l pressures on municipalities today are not individual s ta tu to ry  directives, but rather 
cutbacks in d irect state aid to municipalities (revenue sharing and municipal assistance), and 
cu tbacks in va rious state services that have required loca l governm en ts to increase local 
expenditures.

D efin ing  M anda:es

At the national le/eJ, the problem o f  unfunded federal mandates is a prom inent politica l issue. Over 
the years, Congress has enacted many laws that require com pliance , o fte n  expensive compliance,

tlaska State Legislature



by state and loca l governments. 1 .At the state leve l, m any cities and counties have a lso com pla ined 
ab ou t burdensom e state mandates on municipal governm en ts .2 On close exam ination, many o f  
these are ac tua lly directives o f  the state governm ent necessitated by federal environm enta l laws 
such as the clean air and clean water acts. However, a num ber o f  purely state direcuves have been 
identified as especia lly burdensome .-1

In  A laska, the issue o f  state mandates orig ina lly  su rfaced  in connection with a specific grievance 
o f  several bo rough  and city governments: the sen io r citizens' p roperty tax exemption. S tate law  
requires municipal governments to exempt 5 1 5 0 ,0 0 0  o f  re a l p roperty owned by residents o v e r 65 
years o f  age (A S  29 .4 5 .0 3 0  [e-g]), F o r many years the state reimbursed loca l governm ents fo r  the 
re venue  they lost by way o f  this exemption, but these reimbursements have all but dried up in 
recen t ye a rs  as the legislature found ways to reduce state spending. Consequently , loca l 
governm ents now  bear the fiscal burden o f  the exem ption , and, because state law  preem pts loca l 
ord inance, they have been barred as w ell from  subsdtuting their own senior p rope rty  exemption 
ta ilo red  to lo ca l circumstances. ;

B eyond the senior's property tax exemption, however, there has not been strong agreement among 
the municipalities on specific onerous state mandates com m on to them, no r a focused lobbying 
e f fo r t  to  repea l o r  amend these particu la r mandates. G o ve rn o r H ickel created a T ask  F o rce  on 
Governm enta l R o les that included leg islators and municipal o ffic ia ls from  around the state. Fa riy  
on , the g roup  sought a definidvc listing o f  all state mandates, but the e ffo rt was eventua lly

Representative Brian Porter
February 3, 1995
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‘T he N adonal Conference o f  State Legislatures (N C S L ) has m onitored the issue o f  federa l mandates, 
and it recently published a list o f  these federal direcdves to state and local government in the Mandate 
Catalog, N C S L , Washington, D .C ., December 1994 . T o  the best o f  ou r know ledge, on ly  one e ffo rt 
has been m ade to estimate the cost o f  com plying w ith federa l mandates in A laska . In  1993 , the 
M unicipa lity o f  Anchorage released a study o f  the cost o f  com plying with federa l environm enta l laws 
(M un ic ip a lity  o f  .Anchorage, Paying fo r Federal Environmental Mandates: A Looming Crisis fo r 
Cities and Counties, January 1993 ).

2A  number o f  articles on the subject have appeared in recent years. See, fo r  example, artic les in the 
fo llow ing  publications: State Legislatures, September, 1989 , December, 1991 ; Governing, January, 
1992 ; State Government Arews, April, 1993. A lso, N C S L  issued a Legisbnef entitled "M anca te R e lie f 
f o r  L o ca l G overnm en ts ," June, 1954 .

^Unfunded mandates frequently cited in other states are the requirement that counties p rovide free 
o f f ic e  space and supplies to loca l state agencies, and that the schoo l district pro-ride free 
tran spo rta tion  o f  pupils.



d ro p p e d /  A legislative task fo rce member requested from  the Legal Serv ices D ivision o f  the 
Leg is la tive  A ffa irs Agency a com puter search o f  the A laska constitution , statutes, and 
administrative code fo r pertinent sections using the key w ords "shall" and "must"in connection with 
such w o rd s as "loca l governm ent," "municipality", "po litica l subdivision," etc. The resulting list 
o f  tw enty-th ree statutes was considered unenlightening and inconclusive.

D u rin g  the second session o f  the E ighteenth Leg is la tu re , this agency was asked to compile a 
com prehensive list o f  all state d irectives to loca l governm ents. Leg is la tive Research Agency 
M em orandum  94 .083 was the result. W h ile  we presume that ou r list is reasonab ly comprehensive 
(w e  read some sections o f  the statutes page by page, o th e r sections we searched by computer), we 
do  not th ink that by itse lf it is pa rticu la rly  usefu l in c larify ing the dimensions o f  the issue o f  
mandates as a political problem . Municipal governments are creatures o f  state government. They 
do not possess inherent powers. In  general, state governm ents may create, d isso lve and realign 
lo c a i governm ents, and direct them to accomplish governm enta l ob jectives . 5 Thus, municipal 
co rp o ra tion s  have a fundamentally d ifferen t legal re lationship to their state governm ent than the 
states have to  the federal governm ent. s

The .Alaska statutes are full o f  major and m inor directives to municipal governm ents. F o r example, 
T itle  2 9  requires all bo roughs and firs t class cities ou tside o f  boroughs to establish, operate, and 
m ain ta in  a system  o f  public schoo ls (A S  2 9 .3 5 .1 6 0  and 2 6 0 ) . Much o f  T it le  14 is devoted to 
telling the boroughs and cities how these schoo l systems are to be adm inistered, including where 
and when to fly  the A laska and United States flags (A S  14 .03 .130 ). Each such p rov is ion  is, strictly 
speaking, 3  formal directive from  the state to loca l governm ents. S im ila rly , the state criminal code 
(T it le  1 2 ) constitutes a type o f  state-imposed mandate because loca l p o lice  departments are 
required to apprehend murders and robbers. But e v e r i if  it w ere a simple m atter do so4, it does not

Representative Brian Porter
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‘ W ith  regard  to state mandates, the fina l report made this recommendation: "Po licym akers should 
adopt a p o licy  o f  deliberate restraint w ith respect to enacting mandates on lo c a l governments. The 
leg is la tu re  should c lose ly  m otu io r D epartm ent o f  Com m unity and R eg iona l A ffa irs  fiscal notes on 
leg is la tion  that affects municipalities and make a firm  commitment to use the estimates in its 
deliberation." Final Report; Task Force on Governmental Roles, published jo in t ly  by the Governor's 
O ffice  o f  M anagement and Budget and the A laska M unicipa l League, Ju ly  10, 1992 , p. 3.

5See discussion in David J. M cCarthy, Jr. Local Government Law, 3 rd  ed. (S t. Pau l: W est Publishing 
C o ., 1 9 9 0 ), p. 28 ff.

in d iv id u a l directives pertaining to loca l schoo l districts might be said to  be funded in the same 
p ropo rtion  tnat district revenues are derived from  state grants and entitlement program s. This may 
also be atsumed fo r the various m andatory duties o f  the different classes o f  genera l government and 
home ru le municij alities: they arc funded to the same extent that the municipal revenues are derived 
from  state sources. The percentage o f  state support fo r  schools and loca l governm ent generally



seem fru itfu l to categorize as "funded" o r  "unfunded" these and the many other noncon troversia l 
a rrangem ents that govern  the fundamental re lationship between A laska's municipalities and the 
stare . Th is is not to say that the leve l o f  state funding fo r education and state suppo rt fo r  local 
governm ent are not m a jo r po litica l issues. They are m ajor issues and everyone know s that they 
are . H ow eve r, the debate ove r these issues is not advanced by a finding that the d irective to 
d isp la y  flags on the schoo l house during schoo l hours is funded, unfunded, o r  pa rtia lly  funded.

Certain ly specific mandates that have become a particu lar source o f  po litica l irrita tion  to municipal 
governments deserve attention. The senior citizens tax exemption is one such mandate (un funded ). 
Municipalities have, from  time to time, identified a few  other such unfunded mandates. These are 
discussed below .
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U n fu n d e d  M and a te s  Id e n tifie d  by M un ic ip a lit ie s

F rom  the information on this subject that we have located, four state mandates have been identified 
at one time o r  another as special prob lem s fo r  municipalities, in addition to the p rope rty  tax 
exem ption  fo r  sen ior citizens.

O th e r P rop e rty  T ax Exem ptions

S ta te  law  exempts state-owned p rope rty  (.AS 2 9 .4 5 .0 3 0 ) , including p rope rty  ow ned by public 
corporations such as the A laska Industrial Development and E xpo rt A u thority (A S  4 4 .8 8 .1 4 0 ) ,  the 
.Alaska Permanent Fund (A S  3 7 .1 3 .1 8 0 ), the A laska Energy Authority (A S  4 3 .8 3 .1 5 0 ) , the A laska 
B o n d  B an k  (A S  4 3 .8 5 .1 6 0 ) , reg iona l electrical associations (A S  1 8 .5 7 .0 3 0 ), and electric and 
te lephone cooperatives (A S  i0 .2 5 .5 4 0 (b ] ) .

P E R S  and T R S  C on tribu tion  Rates

M un ic ipa litie s  are members o f  the Public Employees' Retirement System  (P E R S )  and schoo l 
districts are members o f  the Teachers’ Retirement System (T R S ). Municipal em ployees and school 
teachers contribute a certain percentage o f  their base pay to their respective retirem ent system; 
th e ir em p loye r contributes the remainder. W hen the legislature changes the P E R S  and T R S  
statutes in a manner that causes the total contribution fo r  each participant to in c re a s e - fo r  example, 
by increasing benc5ts, liberalizing service credit rules, o r  raising contributions to maintain actuarial 
soundness o f  the system -the local governments and schoo l districts must bear these h igher costs. 
(A S  14 .2 5 , T R S ; and AS 3 9 .3 5 , P E R S )



"L it t le  D av is -B acon " W ages

T h e  state version o f  federa l D av is-B acon  Act requires that prevailing loca l wages be paid on  a ll 
public construction projects. Thus, loca l governments must require contractors to pay loca l wage 
scales even i f  low e r cost lab o r is available. (A S  3 6 .0 5 .0 1 0 )

P rocu rem en t Preferences

W h en  munic ipal governm ents purchase fishery and ag ricu ltu ra l products, they must give a 7 
percent price preference to bidders who suppiy products harvested within A laska . (A S  2 9 .7 1 .0 4 0 )

In  addition to these mandates, municipalities have opposed the sh illing  o f  va rious p rog ram  costs 
o n to  lo ca l governments as state agencies reduce their services because o f  state budget cuts.

T h e  L o c a l F isc a l E ffec ts o f  S ta te  B udget Cuts

V irtu a lly  all state agencies have taken budget cuts o f  some kind in recent years. As a result, m ost 
h ave  had to  cu t back their services. In  some cases loca l governments have had to fill the vo id . 
T hus , f o r  example, the C ity  o f  W asilla  provided loca l po lice service when the A laska State 
T ro o p e rs , fo r  budgetary reasons, w ithdrew service from  the area. The A laska  D epartm ent o f  
T ransporta tion and Public Facilities has threatened to, turn o v e r to the municipalities maintenance 
o f  C la ss I I I  roads. The Departm ent o f  Law  has ta lked about loca l governm ents prosecuting 
v io la to rs o f  municipal codes. Sh ifting to local governm ents the cost o f  services now  provided by 
the state is a serious p rob lem  fo r  some communities and a ma:o r  threat to all o f  them. N o te , 
how ever, that strictly speaking the issue o f  "cost shifting" is not cne o f  state mandates in the sense 
o f  m andatory statutory directives. It is rather the indirect resu lt j f  state budget cuts that are made 
w ith ou t consideration o f  their impact on local governm ents.

O f  fa r  g rea te r significance to the municipalities, how ever, is ihe steady e rosion  o f  direct state 
support o f  loca l governments through the state revenue sharing and municipal assistance program s. 
T he fiscal impact o f  cuts to these programs dwarfs the effect o f  all o f  the fo rego ing  state mandates 
and agency belt tightening. Shoring  up these two p rog ram s is the highest leg islative ob jective o f  
the A laska  M unicipal League (A M L ).
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The overrid ing legislative priority o f  the A M L  is adoption o f  the league's p roposa l to combine the 
state revenue sharing and municipal assistance program s and to avo id  fu rther reductions in 
ap p rop ria t io n s  fo r these programs. This proposal, called the A laska  M un icipa l Basic Services 
P rog ram , is designed to rationalize , simplify, and strengthen state support o f  loca l governments. 
A  fu ll description o f  the proposal and its rationale are beyond the scope o f  this memorandum . The 
p o in t here is to emphasize that municipal offic ia ls see the leg is la tiv :  so lu tion  to their immediate 
p rob lem  as adequate direct state funding fo r  loca l governments.

W ith  regard  to specific unfunded mandates, the .AML is on reco rd  in support o f  leg islation that 
w o u ld  make senior citizens' tax exemption a matter o f  loca l op tion . M o re  generally , the A M L  
supports leg islation that w ou ld  prohibit the state from  transferring any additiona l responsibilities 
to loca l governm ents th rough statute, regulation, or budgetary measures w ithout commensurate 
funding. W e suggest you contact Kevi;. R itchie, Executive D ire c to r o f  the .AML (5 8 6 -1 3 2 5 ) , fo r 
a fu ll discussion o f  the organization's proposals, legislative objectives, and position on the unfunded 
mandates identified above.
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Legislative Agenda o f the Alaska Municipal League

A lthough not exactly what you asked for, I nonetheless hope this in fo rm ation  is usefu l. I f  you  have 
questions about any o f  this, o r  would like fo llow -up  in form ation , p lease call.



A  P r i m e r  o n  M a n d a t e s
A (lipfcd from “M tn d i ia :  K « p m |  C it i ien i Awnr,"by J inctM. Kelly; Aa Istu*j  and Opnons rrpon by tfw N»norul Lc i jue  ofCitia

O f all the issues (hat engage local govern­

ment officia ls, none is more contentious 

dun mandates. Mandates go to (he hem  o f 

what governing is all about— autonomy and 

money. Local offic ia ls  recognize the need 

for the policies chat ensure basic and equal 

protection fo r all dozens and are w illin g  to 

help implement those policies In return, 

they generally ask for tw o things. The first 

is the ability to implement the policy con­

sistent w ith 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- 

vicing services and paying fo r them sim ul­

taneously more necessary and mere d if f i­

cult.

W h a t Is a M andate?

The two most broadly used definitions are 

based on either cost or penalty. Cost-based 

definitions begin w ith seme variation o f 

the theme “ any statute o r rule requiring a 

local expenditure o f  funds cx rcsmcong lo ­

cal revenue rates or bases "

A  weakness o f  a sim ple cost-based d e fi­

nition is that i t  reduces im p jru n t  argu­

ments about mandates to money. When 

die de fin ition  is c o s t-b a s a l discussions 

w ill center on w hether o r not the m an­
date has a cost and w hat that cost w ill 

be. This is especially troublesome as 

many mandates require localities to use 

their existing resources d iffe ren tly  o r 

more in tensive ly . Because o f  the p ro lif-  

eracon o f  mandates, local governments 

bear very high cum u la tive  costs but 

very low  m arginal costs. A  cost-based 

de fin ition  m ight not recognize the bu r­

den o f these mandates at a ll.

.An alter am  ve approach is a penalty-based 

dctin ioon. Rather than ask “ w ill it cost 

, m oney?" a penalty-based de fin ition  

asks “ must I co m p ly? " The latter is 

much easier to answer decisively than 

the form er. T h is  test fo r  the mandate is 

whether the loca lity  can legally

For instance, some would argue that i f  a 

law impacts the private sector as well as lo ­

cal governments, it annex be considered i  

mandate. A  penalty-based definition scales 

that argument in short order. The only dis­

advantage is that a defin ition based on pen­

alty tends to reveal the volume o f  existing 

mandates, some o f  which are nor important 

to the local government. However, there is 

a strong argument to be made that i f  you 

aggregate all the “ little '" mandates them 

cost would approach i f  net exceed die cost 

o f the few "b ig”  mandates.

So W ha t?

Is this whole issue, as some contend, really 

all about money? WcU, yes and no. Money 

spent on compliance w ith  federal man­

dates is money that canna be spent on lo ­

cai pnonoes. So cost is a central issue, but 

it is opportunity cost displacement a  used 

by the mandate that chafes— the preclusion 

o f spending the money on programs or ser­

vices valued by (he local constituency. I f  

local priorities were equivalent to federally 

mandated priorities, money spent on com­

pliance w ith mandates would D a  be ccn- 
.. tested. In fact, localities w illin g ly  accept re­

sponsibility for programs and services 

when th a t  is popular support fo r them at
the local level. To the mahdat.es issue is*
more accurately aba it. different priorities 

and the foregone opportunities they create.

However, the fiscal implications are enor­

mous. There is the loss o f local tax dollars 

that might have been applied to ocher more 

pressing and popular uses. T h a r  are man­

dates that lim it the ways in which locali­
ties raise revenue, putting some potentially 

lucrative and relatively pain f ire  taxes o f f  
limns. These revenue exclusions and ex­

emptions have the effect o f forcing more in­

tensive use o f the much hated property tax.

Another senous and often ignored fiscal 

consequence o f mandates is that o f  loss o f 

flexibility. When mandates are procedur­

al— telling the locaticy tvx what to do, but 

how to do it— it should not come as a sur­

prise that Congress o r federal agcnc.cs are 

nor the best judge o f  how to tun the busi­

ness o f local government. Some local

dcn cy " — the preclusion by law or rule 

from taking the most efficient path towatti 

the service or program goal N a  surprising, 

the administrative routines mandated for a 

c ity o f  500.000 may n a  be as workable for 

a d ty  o f  500. Even seemingly innocuous 

procedural mandates have their conse­

quences. One law requires a social service 

agency to keep a copy o f certain records. A 

copy is defined by statute in such a way x j 

to prevent the use o f computer records or 

microfiche, alternatives far less expensive 

than the maintenance o f paper copies.

Finally, and most critically, the biggest 

"so what”  o f mandates is the 'ess o f re­

sponsiveness in local government toward 

its citizens. Local govemmous have consis­

tently been shown to be more responsive 

to dozen preferences for taxes and services 
tlian the federal government. Poll respon­

dents are far more likely to say that their 

local government is more responsive to 

they needs and is more open to their input 

than federal government. Local o ffida ls  of­

ten point out that they see their constitu­

ents on the street, dine w ith them, worship 

w ith  them, and hear about problems daily. 
Governing, fc r these elcced offidals, is 

about the ability to respond to constituent 

demands o r at least to engage constituents 

w ith  conflicting goals in negotiation and 

compromise. When mandates preclude the 

use o f  local resources toward the essenuaJ 

funct ion o f  government, local government 

loses the oust and the confidence o f its 

people.

A ll that having been said, it is critical to 
note that mandates arc a necessary pan o f 

intergovernmental relations. No locality 
should have the right to pollute the envi­

ronment. deny adequate education to ch il­

dren. deny benefits to eligible residents, 

deny due process and voaug rights to c it i­

zens, or opante i  justice system that is o x  

in conformance w ith other localities. Man­

dates are a necessary means by which to 

achieve these goals and are both the nght 

and the obligation o f Congress. However, 

the proliferation o f mandates has also made 
it clear that local governments are being 

saddled w ith  an ever expanding load o f 
rules and requirements whose cost o v a  

enormous.

— B a c k g r o u n d  m a t e r i a p



R e s o lu t i o n  N o . 9 5 - 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

R e so lu t io n  o f  the A la ska  M un ic ipa l L e a g u e

WHEREAS, “the Alaska 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" 
(Alaska 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

t

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 local taxes and reduce 
services in order to balance their budgets and, at the same time, the Alaska 
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 aaditional 
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 the cost of complying with the 
requirements:

■  m
S U P P O R T :

A l a s k a  M u n i c i p a l T p - ia n p



NOW, 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 of any new state-mandated 
programs or regulations that increase the costs of local government operations.



RESOLUTION 95-5

A RESOU/ITON URGING THE PASSAGE OF LEGISLATION REQUIRING THE STATE TO  
REIMBURSE MUNKTPALTITES FOR THE GOST 
OF ANY NEW STATE-MANDATED PROGRAMS

W H EREA S , "the League urges passage o f  legislation dial would require a government agency 
un ila te ra lly  transferring responsibility fo r a program  to a municipality o r imposing regulations on a 
m unicipality to reimburse die municipality fo r  the costs o f  the transferred responsibility or regulations" 
{Alaska Murucipd League Policy Siaemen 1994, Part 1 Taxation and Finance, F2 Reimbursement 
fo r  Responsibilities Transferred from State); and

W H E RE A S , state aid to municipalities in the fo rm  o f  Municipal Assistance and Revenue 
Sharing has been reduced by over 45 percent since F Y  8 6 , while during the same period the overa ll
state general fund budget has been reduced by o n ly  1 0 percent; and

W H E RE A S , along with the reduction in state financial assistance there have been increases in 
state-mandated programs that take the fo rm  o f  increased costs, new programs, and funding shortfalls 
fo r  existing programs that are costly for municipalities to administer and implement; arri

W H EREA S , legislation affecting municipalities is considered and passed by the Alaska Stale 
Leg is latu re without the benefit o f  knowing its fisca l impact on local governments; and

W H EREA S , these mandated programs, funding shortfa lls, 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 State has no
incom e o r sales taxes and that operating budgets have been reduced; and

t
W H E RE A S , costly state-mandated program s provide a significant additional disincentive fo r 

communities to incorporate; and

W H EREA S , the National Conference o f  State Legislatures in 1987 recommended tbai 
leg islatures consider relaxing or eliminating costly  requirements on local governments o r .i^rrm'no the 
cost o f  com plying with the requirements:

N O W , THEREFORE , BE  IT  R E SO LV E D  that the A laska Municipal League urges the A laska 
Leg is la tu re and the Governor to pass legislation requiring tf<e State to reimburse municipalities fo r the 
costs o f  any new stale-mandated programs o r  regulations that increase the costs o f  local government 
operations.



This resolution was approved fo r submission to the A laska Municipal League membership by the 
governing body o f  the A laska Conference o f  M ayors on November 15, 1994.



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 . . .

F A IR  OR PO O R  C O N D IT IO N S  T O D A Y

impocts of unfundod rnondulos

CO ND ITIO N S W H IC H  H A V E  W ORSENED 
IN  THE PAST YEAR

Imjxicts of unfundod inundates
7 1 %

Gangs
IfoMiH'ffS&Pf 4  9 %
CoIjIo IV  rates and seivico 
! 14 8 %

Source: NLC R e t a r d i Report,
'The Stile at America's Cities, " 1994

CO N D IT IO N S W H IC H  H A V E  DETERIORATED 
THE M O ST IN  THE PAST FIVE YEARS

Impacts of unfundod mandates 
■ ■ ■ 39%
Violent Q im o  

L / ~ . J 3 2 %
Gancp
I 12 0 %
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By;
Introduced:
Adopted:

V a le rie  Therrien 
03 /09 /95 
03 /09 /95

RESOLUTION NO. 95-017

A RESO LUT IO N  SU PPO RT IN G  SENATE BILL 96 . AN ACT RELATING  TO 
M UN IC IPAL ACTIV ITIES O R  SERV IC ES  MANDATED BY STATE STATUTE

W H EREA S, municipal activities and serv ices mandated by state statute 
require municipalities to expend great am ounts erf funds and hire em p loyees who 
would not be n ecessa ry  If It w ere not for the m andates; and

W H EREA S , un less  the state funds these mandates, municipalities are 
and will be required to ra ise raxes in o rder to comply with the statutes; and

o r am ended a fte r January 1, 1S95 . ihat im poses o r inc reases costs m andated by the 
state as a  rer;u lt o f a new activity o r serv ice o r  an inc rease  in the leve l o f municipal 
funding fc r ait activity o r serv ice required o f municipalities by the statute is not effective 
un less the biil under which the statute w as enacted  o r amended contains an 
appropriation fc r the reimbursem ent cf those costs to affected municipalities or grants 
to m unic ipa lries th.9 discretion o f electing w hether to comply with the statute; and

NOW , TH EREFO RE , BE IT R E SO LV ED  that the A ssem b ly o f the 
Fairbanks North S ta r Borough supports SB  9 6  c r any other bill which w ou ld relieve 
municipp'ities o f the financial burden of future state mandates.

BE IT FURTH ER  RESO LVED  that cop ies c f this reso lu tion sha ll be sent 
to the H onorab le  Tony Know les, G overnor, S ta te c f A laska and all m em berr o f the 
Interior D e legation .

W H EREA S , S ena te  Bill 96, a bill wnich provides that any statute enacted

W H EREA S , 3nou ld the leg is la ture adopt this legislation, the burden o f
^ »

new st3te m andated requirem ents would not cost municipalities additional funds.

ii m
S u p p o r t 0 . 0 4 2 2 P .  0 0 2
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W HEREAS, G ove rn o r Tony Know les has deve loped a plan to expend 5 4 3
m illion o f sta le  money inlo the University c f A la sk a ’s neglected buildings and grounds 
with approximately S20 million a llocated fo r repa irs  and up-grading on the Fairbanks 
campus.

NOW, TH EREFO RE , 8E  JT R ESO LV ED  that the Fairbanks North S tar 
Borough  Assembly appreciates and thanks the G ove rn o r to r developing a maintenance 
and  repa ir plan and strongly u rg es the A laska S ta te Legislature to take the action 
n ece ssa ry  to provide approva l and the funding n ece ssa ry  to pay fo r the repair and 
rehap jlita tlo r o f the facilities o f  the University o f A laska .

BE IT FURTH ER  RESO LVED  that cop ies c f this reso lu tion shall be sent 
to the Honorab le Tony Know les, G overnor, S ta te  o f A laska and all members c f the

T V i W i  I S  U l w u  I

M unic ipa l Borough Clark

Ay as: Ls&an, Hackanmlller, Jonas, Hove, LoSota, SL John, Tberrien, Kilgore and Bartcs
Noea: None

R E S O L U T I O N  N O . S 5 - 0 1 8
P a g e  2  o f  2

In terio r Delegation.

PASSED  AND A PPRO V ED  TH IS  STB  DAY OF MARCH, 1995 .

P resid ing Officer

ATTEST ;

0 3 / 1 4 / 9 5  1 6 : 4 9 T X / R V  \in m m _____



SENATE COMMITTEE R ^ O R T  
First Committee of Referral

DATE: 2/22/95

f jy  D ate o f 5 -D ay  N otice : ^ - / rh

ux
f  (in accordance with Uniform Rule 23)

FURTHER: Finance

D A T E  T U R N E D  5 /  I ^  
IN T O  O F F IC E :  / Z O Cf*>

CRA Committee considered SENATE BILL NO. 96

"An Act relating to municipal activities or services mandated by state statute."

and recom m ends:

\ y f  be re p la c e d  with _  

f J adopt p re v io u s  ___

CS

CS
f | attached am endm en t(s )

[ J adopt Le tte r o f  In tent by 

I | fu rth e r re fe rra l to t h e ___

Sena te  B i l l :
/? /? / )  f [same title ( C / C / y  ) jt^ p ie w  title

M ouse B i l l :
. ( ___________) f 1 technical change

[ j ncw: SCR"______

C om m ittee

C om m ittee

tefySj-ATUSZ /S u M tr

4  Actp> - r/

[ i APPROPRIATION' ~ no fiscal note •include fi.scal notes accompnning Governor’s hill




