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FISCAL NOTE

lwpolLon No. HCS CSSB 438
TitleAct relating to energy -conservation
Renui-aed hv HOO05eTTndnte Date APril “"M*

Il. FISCAL DETAIL *
Agency Affected Department of Commerce and economic Development

Program Category' Affected Dpevelopment

BRU. Program, c: Subprogram”) Affected Division ot hnergy and Power Development

(Note: Ifmore than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

I FY 80 FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES = 349.0
900 TRAVE.T. 31.3
300 CONTRACTUAL 1617.3
400 rOMMODTTTFS e 6.3
500 FOIJIPMENT 10.9
600 LAND & STRUCTURES '
700 GRANTS. CLAIMS. ETC. 2650.0 1
J |
.TOTAL 4664.8

FUNDING (Tnousands of Dollars)

GENERAL FUND i o 146648 }
1
|

FEDERAL FUNDS ;
OTHER (Specifv Fund Source™) 1

S iy

POSITIONS

FULL TIME 1 1 I 1
PART TIME I I I I
TEMPORARY . 1 1 1 1

Il. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

see attached

April 29, 1980 ppro.RFn ry David Creekman
D/. DATE agency . of commerce s Economic oeveiTTODTCTir
o 3 ) 3 465-2504"
Original: Legislative Finance I..0ONE *_
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



Energy Audit, Development, Training and Administration:

100. 93.2
200. 5.4
300. . 106.0
400. 2.4
500. 2.9

Thermal and Lighting Standards:

100. 56.3
200. 4.0
300. 21.7
400. *5
500. 1.4

Public Education Program:

100 25.7
380 239
400 1-6
500 2.2

State Assisted Residential Energy Audits:

100

200
300 1285.0

400
500

Long Term Energy Plans:

100 90.8
200 9.3
300 168.5
400 -7
500 1-1

Conservation Grants Administration

100 83.0
200 9.0
300 12.4
400 1.0
500 3.3

GRANTS

209.

84.

56.

1285.

270.

108.

2014.
2650.
4664*.

o



Long Term Energy Plans, the most substantial
the earlier fiscal note, 1is broken

100, 1 Energy Spec. 11
1 Admin. Asst. 11
1 Clerk Typist 11
15% Acct. Tech. 1

Range
Range
Range
Range

down

18A
14A

7A
14A

200 10 trips to Juneau @ $250.00 each

Hearings with 12 trips @ $200.00 each

40 days per diem @ $80.00 per

300. Professional services contracts

day

Includes development of ongoing

supply and demand analysis

deviation from

as fTollows:

energy

system; energy

$2500.00
3600.00
3200.00

$9300.00

$150,500.00

development plan and emergency contingency
plan preparations; transportation and fue
assessments.

production and supply systems

Computer and programming time
Telephone, postage, printing,

copying, space and equipment

400. various commodities

500. 1 desk @ $388.00
1 chair @ $155.00
2 bookcases @ $90.00each
1 calculator @ $240.00
1 table @ $145.00

ren

advertising,

tal

Is
$4000.00

$14,000.00

$168,500.00

“$700.00

$380.00
“$155.00
$180.00
$240.00
$145.00

$1108.00



THE

legislature

ELEVENTH LEGISLATURE

FISCAL

I REQUEST
Bill/Resolution No.. SB 438
Title An act relating to energy;

Requested by ;

of alternative energy systems,
energy conservation.

Il. FISCAL DETAIL m
Agency Affected
Program Category Affected
BRU, Program, or Subprogram(s) Affected

to the conservation of energy,

Department of Commerce and- Economic Development
Development

REVISED
NOTE

the development and us>

and modifying state and"local taxes to encourage

Division of Business Loans

(Note: Ifmore than one budget component isaffected, separate linc-itcm amounts and funding for each

component in the analysis section.)
EXPENDITURES (Tho-.rends of Dollars)

FY 80 .Fy 81 FY 82 FY 83 FY 84 | FY 85

inn PERSONAL SERVICES 218.74_ 1
7,00 TRAVEL 16.0.
no CONTRACTUAL 3%8 .
4no COMMODITIES .
,500  EOUIPMENT- 14.9
600 LAND & STRUCTURES -8-
700 GRANTS. CLAIMS. ETC -\v-

LOANS 2.,000.0

TOTAL 2,281.3 1
%
FUNDING (Thousands of Doll?™)

GENERAL FUND 2,281.3
FEDERAL FUNDS
OTHER (Specify Fund Source)

% °

*POSITIONS
°_ e# M

"FULL" TIME 8
PART TIME © -
TEMPORARY *
1. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

The above figures apply only to energy conservation loans.
JV. DATE ampnHoH 4.7Q.RD .-PREPARED BY Sharon R. Travlor, Director 1

, . AGENCY Div. nf Rusinps* lnax;t nppt. nf f.om. ft Eco. nev.
Original: Legislative Finance PHONE 465-251Q
cC: Budget and Management

Prime Sponsor (First Legislator Named)



100.

200.

300.

400.

500.

Fiscal Note Detail, SB 438

3 Loan Examiners I1/11"s (flex) 0 $2,289/mo.
1 Clerk Typist Il @ $1,277/mo.
1 Loan Closer 1 0 $1,440/mo.

1 Documents Processing Clerk 111 0 $1,440/mo.

1 Accounting Clerk 111 0 $1,440/mo.
1 Accountant 1 0 $1,628/mo.

TOTAL WAGES
Standard Benefits (Wages X .1529)
Supplemental Benefits (Wages X .0665)
Health Insurance Cost (Man months X $127)
TOTAL PEKSONAL SERVICES

Travel to close loans

Telephone, postage, printing of applications,
cost of additional office space

Office Supplies

TOTAL OPERATING COST

Equipment:

8 Desks 0 $340 2.
3 Typist's extensions 0 $410
5 Credenzas @ $390
5 Secretarial chairs@ $140
3 Executive chairs 0 $180.
10 Side chairs @ $125
8
8
4
2
8

N -

File cabinets @ $125
Calculators @ $230
Typewriters @ $865

Coat racks @ $70
Wastebaskets, deskorganizers

[N EENEN
P 0loowau o N~

TOTAL COST .

12 Months

$ 82.
15.
17.
17.
17.
19.

O w w wwh>

$169.1
25.9
11.2
12.2
$218.4

16.0

3D.0

$266.4

14.9



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

-FISCAL NOTE.

REQUES

Bill/Resolution No. HCS 438

Title An Act relating

Requested bv. Housg-”~p-sdnrnps rnmmizx=p-P- Date 4/22/80

FISCAL DETAIL
Agency Affected Department of Commerce & Economic Development

Program Category Affected DEVEDOPMENT

BRU, Program, cr Subprogram”) Affected Div. of Energy and Pnwpr rvawgOnrTryant-
(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each

component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

FY 80 .FY 81 FY82 FY 83 FY 84 FY 85
100 PERSON.4T. SERVICES . 944.5
200 TRAVEL 38.2
300 CONTRACTU AT. -t 1,561.3
400 COMMODITIES 6.3 1
500 EQUIPMENT 18.7 7_"
600 LAND & STRUCTURES 1
700 GRANTS. CLAIMS. ETC. 5,86(68 1
LOANS .000. 1
TOTAL
6619.0
FUNDING (Thousands of Dollars)
GENERAL FUND : 6.619.0 1
FEDERAL FUNDS |
OTHER (Soecifv Fund Source! 1
POSITIONS
FULL TIME I 10.5 1 1 1
PART TIME 10 1 1 1
TEMPORARY 1 1 1 1
. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)
Ther.aal Conserv. Energy Public Audit Audit Conserval
Standards” Loans Plan Educa. Admin. Contr. Grants
PERSONAL SVCS. 52.5 80.5 4.2 35.8 76.3 0 95.2
TRAVEL 4.0 11.0 3.3 3.5 5.4 0 11.0
CONTRACTUAL 25.5 12.4 102.5 13.5 109.6 1285.4 12.4
COMMODITIES .6 .5 .5 1.8 2.4 0 .5
EQUIPMENT 1.4 5.8 b 2.2 2.9 0 5.8
IV. DATE 4/23/80 PREPARED BY . Milt Barker
AGENCY Lonisintiv9 Finance- Div.
Original: Lep"slative Finance PHONE 465-3795 |
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



THE LEGI STATE OF ALASKA

REQUEST |

BE‘?Resolqun No. HCS. SB 438 _
Tite An Act Relafing to EMergy comservation _
Requested bv  House Resources ae  Zl M

Il FISCAL DETAIL
Agency Affected Unlver5|ty of Alaska
Pro ram Cate or ‘Aff_t_subecr 5 o
FNote I? ore t%an 0 e%%(?q f&om ponent TS affeCted, Separate fime-TtenT amoumts andt fumdimg for gach

component in the analysis sectlon )
EXPENDITURES  (Thousands of Dollars)

FY79  FY80  FYS8L FYS82 FY 83  FY 84

S
30.0
UAL 100,0

IUL-Q.
FUNDING  (Thousands of Dollars)

PEDERAL FUNDS 130.0

OTHER (Specify Fund Source)

POSITIONS

— o

ULL TIME
ART TIME
EMPORARY

OOO

1. ANALYSIS (See Fiscal Note Preparation Instructions, Section 1)

The university would contract with local architects
and engineers for seminars at various campuses. Travel
money would enable existing university faculty to par—
ticipate in the program.

IV. BATE A/722/80 PREPARED BY Representative Brian Rogers”f_
AGENCY 1
Original; Leglslatlve Finance . PHONE ! |
CC: et an gemen -
Pr| Sponsorrz First Legislator Named)

33-001 (Rev. 12/78)
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THERVAL AND LIGHTING ENERGY STANDARDS

100 Personal Services $52,462

1 - Construction Engineer 1 %OA)
2845/mo x 12 mon plus 25.52 payroll burden = 42,846

h - Clerk Typist [l (08A)
Y1277/mo x 12 mo plus 25.52 payroll burden) = 9616

200 Travel 4,050

10 trips P 300 = 3000
15 days per diem P 70 = 1050

300 Contractual 25,500

Professional services
Training and education package development = 10000

Other
Telephone, postage, printing, copying, equipment rental,
adve'?rtising!O spage rgntal =915,585 9 Cqp

400 Commodities 600
500 Equipment 1,408
Desk 2 383 = 383
Chair P 155 = 1%
Table P 145 = 145

File cabinet P 200 = 200

Calculator P 2650 = 250

Bookcase P 90= 90 _

Lanier hand dictating machine P 180 = 180



CONSERVATION LOAN ADMINISTRATION

FISCAL NOTE DETAIL

HCS SB 438 “ - Energy Conservation

12 months
100. 1 '.oan Examiner 1/11 02,289/mo. $ 27.5
1 Clerk Typist Il 01,277/mo. 15.3
1 Loan Closer Il 01 ,628/mo. 19.5
TOTAL WAGES $ 62.3
Standard Benefits (Wages x .1529) 9.5
Supplemental Benefits (Wages x .0665) 4.1
Health Insurance (man months x $127) 4.6
80.5
200. Travel to close loans:
20 trips 0430 $ 8.6
40 days per diem 0 60 2.4 11.0
300. Telephone, postage, printing S$10.0
Additional office space0200/mo. 2.4 12.4
Z00. Office supplies Jj-
12-month Operating Cost $104.4
500. 3 Desks 0333 $1.0
1 Credenza A4
2 Typist extensions .8
1 Executive chair .2
2 Secretarial chairs .3
2 Side chairs 0125 .3
3 File caoinets 0247 1 7
2 Typewriters 0810 ° ~ T.6°"
2 Calculators 0225 .5 5.8
TOTAL $110.2

102 Inflation for succeeding years.



100 Personal Services

Accounting Technician |l 14A9 - 156
155(1850/mo x 12 mo plus 25.5% payroll burden) = 4179

200 Travel

eJuneau - 6 trips P 225 = 1350
Hearings - 4 trips P 300 = 1200
18 days per diem a 70 - 1260

300 Contractual

Professional service.contracts = 90,000 _

. More  in-depth energ su?ply and demand anal)r3|s ,
including Impacts of conservation and alternative
energy :

Transportation systems evaluation

Computer and programming time = 4000

Telephone, postage, printing, advertising, copying, space rental,
%nd eqmppmen% reﬁtal :%,500. I COPYING. S

400 Commodities

500 Equipment

1- File P210 = 210

1 - Bookcase p 90 = D0
"1 - Calculator P 240 = 240
1 - Table P 145 = 145



HCS S3 438.Section 21- Fiscal Analysis

This section specifies that DEPD will conduct-an education program on
HCS'SB'-"SS  and other ener%y conservation programs. This will require

an additional position* 0 gather, compile and make information

from varjous sources available to the public. This position will

* enable the energy conservation section to_conduct an information

clearinghouse service to the general public and specific audiences.

This position will assist in providing general use materials from

technical documents and insure that the material is appropriate for

urban and rural audiences.

FY 81 FY 82  FY 83

100 Personal Services

# -
Energy Assistant RI16A 358 38.3 41.0
200 Travel
In State travel . 3.2 34 3.6
7 trips 0 $300/trip= 2.1
14 days 0 $/5 /day =1.1
30U Contractual 135 14.4 15.5
Office
phone 12 mos 0 $200/mo=$2.4
supplies 12 mos Q0 $15C/mo=$1.8------- -=-—-—-—mmmmmmmmm ——
space rentl2 mos O $150/mo=$1.8
Printinr% ,
production 60 hrs $ $50/hr = %2’1%.0 .
purchase advertising S5
400  Commodities 1*3 13 2.10
Office misc. 12 mos 0 $150/mo=$1.8
500 Supplies B ® ® "
1 desk $00 1 12 digit calculator $250
1 bookshelf 100 1 Lanjer portable dictaphone *00
I chair 150 30 $or

ffice partitions 0
1 table 145 :
1 file cabinet 175 x

* computed with 7% inflation



Fiscal Note for HCS CSSB 483, Sec. 44.33.040 (16), 46.11.030

The following material supports thf. proposed legislation to provide
the foundation for a coraprehensi/e commercial, 1industrial and resi—
dential energy audit program. The commercial and industrial training
aspects will be accomplished by providing do-it-yourself energy

audit manuals and workshops for local organizations and local
businesses.

This Division will develop a program to provide training for resi—
dential and commercial/institutional energy auditors. As proposed ”~
here, DEPD would train auditors, purchase a basic energy audit
program model, revise for Alaskan conditions, prepare standards,
printed materials and documentation, and provide funds for contracts
with local organizations to conduct residential audit programs.

The hiring of an energy management professional will provide this
division with needed ongoing technical expertise for this and other
divisional programs.

Estimates as to cost considerations relating to the State-assist-ed
energy audit performance are explained under Contractual on a
seperate fiscal note.



N oRMM development, training and administration

Fy 8L
100 = Personnel 76.3
1 Architect/Planner gRZOA) 47.6
1 Clerk Ty?_lst [Il (R8BA) 21.8
1/4 Accounting Technician (R12A) 6.9
200 - Travel S.4

To set up and monitor programs
7 localities x 4days each™x $75/day=

$2,100 _
7 localities x 2 trips each=$3,260
300 - Contractual 109.6

Telephone 150/month x 12= 1.8
Photocopies 100/month x 12=1.2
Space rent  300/month x 12=3.6
Equipment lease

MagA 270/month x 12=3.24

Develop, Print and Distribute Audit
Materials
5.000 Do-It-Yourself (2,500 for
each of"two years) @4.00=22.5
Audit Analysis Materials@2.50
(FY 81-14,000=35,000,
FY 82-16,000=40,000,
FY 83-9,000=22,500) _
3.000 Do-It-Yourself Commercial/
Industrial Manuals (1,000 per year,}
$5.50 =5,500 per year.

Workshops o
To conduct 7 workshops for residential
and commercial energy auditors in each
of first two years of program. (FY 81-
23,000, FY 82-12,000)

Energ¥ Audit Model Program _

_ 0 purchase residential energy audit

I program and adapt for Alaskan conditions
for use by auditors. 20,000
Upgrade program. 2,000 in FY &

Audit_Program Evaluation

FY &

81.6

5.8

91.2

To provide funds fo. an outside evaluation

of effectiveness of overall eneroy audit

program. FY 8L - 5,000, FY 82- 10,000.


mailto:Materials@2.50

500 -Equipment 2.9

1 Desk-388.00
1 Chair-155.00
1 BookcaseS0.00
1 Prog rammable Calculator
W/Srlnt headfe50
ividers 63001500.0D
1 Lanier Dictaphon"fe0.00



State-assisted Ene-gy Audit Performance

These program estimated costs have been prepared in support of a State-
assisted energy audit program, with local governments, local agencies,
utilities, and other contractors providing energy audits for the residential
sector v/ith the State sharing the cost burden.

These calculations assume that in-house management of program contracts
will be covered as outlined on the Fiscal Note for Energy Audit Administration
for KCS SB 438

Assumptions:

1. Total 1980 Statewide occupied households (from HUD estimates):112,750.
Ov/ned households (only) are 60*, or 67,650.
For three years of program, assume Statewide household levels to be
constant.

2. In 1979 the participation rate for the Fuel Conservation Tax Credit
v/as 8%. Estimate the FY 81 Energy Audit Program response rate to be
150 % of that, or 12*. FY 82 participation rate will 1increase to
14%. FY 83 response rate will decrease to 8% (increased owner share
of costs.)

3. Cost of audit= $120. Three hour residential audit at $40/hour.
State share."for first two years is $95, with owners paying $25;
while costs for third,year are $CO0 for owner and State per audit.

4. Option 1, below 1is for total, households participating; with
option 2 showing costs for "owned"™ only costs which are 40%
reduction in program.

FY 81 FY 82 FY83
Households 112,750 112,750 112,750
Participation .12 .14 .08
Participants 13,530 15,785 9,020
Audit Costs 1,623,600 1,894,200 1,082,400
Owner Costs 338,250 394,625 541,200
State Share 1,285,350 1,499,575 541,200
Option 2 ° ° Cee

State Share 771,210 099,745 324,720



GRANTS ADMINISTRATION - HCS SB 438

1 Grants Coordinator
1 Grants Administrator

1 Clerk Typist 111

Standard Benefits

Supplemental Benefits

Health Insurance

2652/mo.
2289/mo.
1277/mo.

Travel for Grants Administration:

20 trips $430
40 days per diem

Telephone, postage,
Office space

Office supplies

Equipment

desks 333.00
credenza

typist extensions
executive chair

side chairs
file cabinets
typewriters
calculators

POPROW PO RO—W

printing

secretarial chairs

10.0

31.8
27.5-
15.3
74.
11.

SN
N oo O

95.

11.0

12.4

119.1

5.8






RECORDS
CERTIFICATION

I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

3/*3/9n

Signature of Camera Oper Date



COMMITTEE

SENA

2/19/80

Mr. President:

The Committee on FINANCE

REPORT
TE
FURTHER: None
Date:
has had _ SB 437

changing the definitions of allowable co
state financial participation

nstruction costs which qualify for

under consideration and (a majority of the committee) (the committee)

reports 1t back with the following recommendations:

[ ] do pass ( ] do not pass

[ ] do pass with attached amendments(s) o
[ ] same ti tie

[ ] replace with CS for [ ] new title

and recommends

[ ] AND attaches a "Letter of Intent" [ ] New Fiscal Note

[ ] reports it back without recommendation

[ ] referred to the Committee

MEMBERS SIGNING
DO PASS

S 60 (Rev. 12/78)

MEMBERS HAVING
OTHER RECOMMENDATIONS:

CHAIRMAN
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Introduced: 2/12/80
Referred: Community 6 RSgional
Affairs and Finance

BY THE RULES COMMITTEE BY

IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 437
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act changing the definitions of allowable construe

tion costs which qualify for state financial partici—

pation; and providing for an effective date."

IT ENACTED BY Tin- LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 02.15.155 1is repealed and re-enacted to read:

Sec. 02.15.155. DEFINITIONS. For the purposes of AS 02.15.120-
02.15,155, "project costs" means those reasonable costs necessary for
construction of the project, 1including (1) indemnity and surety bond3,
and premiums on insurance, which are directly related to project con—
struction; (2) salaries and reasonable expenses of employees exclusive—
ly hired for and solely engaged in administration of project construc—
tion; and (1) fees and expenses of attorneys, trustees, depositaries
and financial advisors which would not be incurred but for construc—
tion of the project. The term does not include costs of interest or
financing, or land or right-of-way acquisition costs.

Sec. 2. AS 03.20.080 1s repealed and re-enacted to read:

Sec. 03.20.080. DEFINITIONS. For the purposes of this chapter,
Project costs for capital improvements™ means those reasonable costs
necessary for construction of the project, including (1) indemnity and
surety bonds, and premiums on insurance, which are directly related to

project construction; (2) salariesand reasonable expenses of employees
exclusively hired for and solely engaged in administration of project
construction; and (3) fees and expenses of attorneys, trustees, deposi—
taries and financial advisors which would not be incurred but for con-

L SB 437



10

14

15
16
17
18
19
20
21

22

23
24
25
26
27
28

29

straction of the project. The term does not include costs of interest
or financing, or land or right-of-way acquisition costs.
Sec. 3. AS 18.55.934(c) 1is repealed and re-enacted to read:

(c) For the purposes of this section, "cost of the project”
means those reasonable costs necessary for construction of the project,
including (1) indemnity and surety bonds, and premiums on insurance,
which are directly related to project construction; (2) salaries and
reasonable expenses of employees exclusively hired for and solely en—
gaged in administration of project construction; and (3) fees and ex—
penses of attorneys, trustees, depositaries and financial advisors
which would not be incurred but for construction of the project. The
term does not include costs of interest or financing, or land or
right-of-way acquisition costs.

Sec. 4. AS 19.30.030(d) 1is repealed and re-enacted to read:

(d) For the purposes of (c) of this section, “cost of construc—
tion” means those reasonable costs necessary for construction of the
project, including (1) indemnity and surety bonds, and premiums on
insurance, which are directly related to project construction; (2)
salaries and reasonable expenses of employees exclusively hired for
and solely engaged in administration of project construction; and (3)
fees and expenses of attorneys, trustees, depositaries and financial
advisors which would not oe incurred but for construction of the
project. The term does not include costs of interest or financing, or
land or right-of-way acquisition costs.

Sec. 5. AS 43.18.010(1) 1s repealed and re-enacted to read:

@D For the purposes of (J) of this section, "total project
cost”™ means those reasonable costs necessary for construction of the
project, including (1) indeimity and surety bonds, and premiums on

insurance, which arc directly related to project construction; (2)

LUP> ‘2’ SB4 3l



salaries and reasonable expenses of employees exclusively hired for
and solely engaged in administration of project construction; and (3)
fees and expenses of attorneys, trustees, depositaries and financial
advisors which would not be incurred but for construction of the proj—
ect. The term does not include costs of interest or financing, or
land or right-of-way acquisition costs.

* Sec. 6. AS A3.18.100(g)(2) 1is repealed and re-enacted to read:

(2) "Vos*.s of school construction” means those reasonable
costs necessary for construction of the project, including (1) indem—
nity and surety bonds, and premiums on insurance, which are directly
related to project construction; (2) salaries and reasonable expenses
of employees exclusively hired for and solely engaged in administra—
tion of project construction; and (3) fees and expenses of attorneys,
trustees, depositaries and financial advisors which would not be in—
curred but for construction of the project. The term does not include
costs of iInterest or financing, or land or right-of-way acquisition
costs.

* Sec. 7. AS 43.18.300(h)(3) 1is repealed and re-enacted to read:

(3) "costs of construction”™ means those reasonable costs
necessary for construction of the project, including (1) indemnity and
surety bonds, and premiums on insurance, which are directly related to
project construction; (2) salaries and reasonable expenses of employees
exclusively hired for and solely engaged in administration of project

construction; and (3) fees and expenses of attorneys, trustees, deposi—

taries and financial advisors which would not be incurred but for con—
struction of the project. The term does not include costs of iInterest
or financing, or land or right-of-way acquisition costs.

* Sec. 8. AS 43.18.460(2) 1is repealed and re-enacted to read:

(2) "cost of construction”™ means those reasonable costs

LD Yi S SB 4 37
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necessary for construction of the project, including (1) indemnity and
surety bonds, and premiums on insurance, which are directly related to
project construction; (2) salaries and reasonable expenses of employees
exclusively hired for and solely engaged in administration of project
construction; and (3) fees and expenses of attorneys, trustees, deposi—
taries and financial advisors which would not be incurred but foi con—
struction of the project. The term does not include costs of interest
or financing, or land or right-of-way acquisition costs.

Sec 9. AS 44.33.150(b) 1is repealed and re-enactedto read:

(b) For the purposes of (a) of this section, "cost cf construc—
tion"” means those reasonable costs necessary for construction of the
project, including (1) indemnity and surety bonds, and premiums on In—
surance, which are directly related to project construction; (2) sal—
aries and reasonable expenses of employees exclusively hired for and
solely engaged in administration of project construction; and (3) fees
and expenses of attorneys, trustees, depositaries and financial advi—
sors which would not be incurred but for construction of the project.
The term does not include costs of interest or financing, or land or
right-of-way acquisition costs.

Sec. 10. AS 46.03.030(d) 1is repealed and re-enacted to read:

(d) When not otherwise defined by a federal agency for the pur—
poses of (b) of this section, "eligible costs"™ means those reasonable
costs necessary for construction of the project, including (1) indem—
nity and surety bonds, and premiums on insurance, which are directly
related to project construction; (2) salaries and reasonable expenses
of employees exclusively hired for and solely engaged in administra—
tion of project construction; and (3) fees and expenses of attorneys,

trustees, depositaries and financial advisors which would not be iIn—

curred but for construction of the project. The term does not include

, 1IV/Y -4-
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costs of interest or financing, or land or right-of-way acquisition
costs.
Sec. 11. AS 47.30.500(5) 1is repealed and re-enacted to read:

(5) "costs of improvement, renovation or new construction
of facilities”™ means those reasonable costs necessary for construction
of the project, including (1) indemnity and surety bonds, and premiums
on insurance, which are directly related to project construction; (2)
salaries and reasonable expenses of employees exclusively hired for
and solely engaged in administration of project construction; and (3)
fees and expenses of attorneys, trustees, depositaries and financial
advisors which would not be incurred but for construction of the proj—

ect. The term does not include costs of interest or financing, or

land or right-of-way acquisition costs.

* Sec. 12. This /vt takes effect immediately in accordance with AS 01.-

10.070(c).

SB 4 37



February 12, 1980

The Honorable Clem Tillion
President of the Senate
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Mr. President:

Under the authority of art. 111, sec. 18 of the Alaska
Constitution, I am transmitting a bill relating to
allowable construction costs for state financial
participation (AS 02.15, 03.20, 18.55, 19.30, 43.18,
44 .33, 46.03, and 47.30). This bill would redefine
construction costs that are eligible for state funding.

During the 1978 session, the legislature amended several
statutes relating to state financial assistance for
various public or quasi-public facilities, including
airports, agricultural and industrial fairs, disaster
assistance, access roads to mineral resources, hospital

construction, school construction, convention and
recreation facilities, sports facilities, tourist
attractions, municipal water and sewer systems, village
safe water systems, and alcoholism facilities. The

principle effect of the amendments is apparently to
allow any and all conceivable costs, without limitation
as to their reasonableness, to be eligible for state
funds.

One danger the amendments create is that developers will
overcharge for their own goods and services which
they place 1into a project, thereby inflating their
claimed entitlement to state funds. The definition of
""costs”” in the 1978 amendments at the very least
encourages wastefulness, and it is not clear that the
state agencies involved 1in administering grants for
state funds are themselves funded and equipped to give
every state-funded project the careful scrutiny
necessary to prevent that.

In addition, the 1978 amendments allow the inclusion of
certain costs which are inappropriate for state funding.
For example, those amendments would appear to require



the state to bear both
incurred by the local
portion of the project.

This bill corrects those
responsible use of state
programs.

its financing costs and those
government in Tfinancing 1its

problems and provides for more
money in these revenue sharing

Sincerely,

s h s+v

Jay S. Hammond
Governor
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THE LEGISLATURE OF THE STATE OF ALASKA - L
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1. FISCAL DETAIL
Agency Affected Department of Community & Regional Affairs
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(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 79 FY 80 FY 81 FY 82 FY 83 FY 84
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EOUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC (3,?2nn.n)
TOTAL
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FUNDING (Thousands of Dollars)
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FEDERAL FUNDS
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I1l. ANALYSIS (See Fiscal Note Preparation Instruction., Section III)
The Municipal Services Revenue Sharing Program (AS 43.18.010) reimburses hospitals and health
facilities for a portion of their project costs for facility construction. Under existing
law, costs allowed for reimbursement include financing and land. This bill would exclude
these two project related expenses from reimbursement.

It is assumed that this bill would take effect by July 1, 1980 and that construction aid
payments made under the FY 81 revenue sharing program would not include financing and/or
land as an allowable cost. As the Governor®s request for revenue sharing grant funds
presently includes reimbursement for financing (land costs have not been submitted by the
facilities affected), the total grant funds needed for the FY 81 program would decrease
by $3.2 million if this bill were to become law.

IV. DATE February 27. 1980 .PREPARED BY Mary Fostem r - j Yy °:
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Original: Legislative Finance PHONE 465-4734

cc: Budget and Management

Prime Sponsor (First Legislator Named)
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CA T E G O R Y : DEVELOPMENT AG E N CY : COMMUNITY {t REGIONAL AFFAIRS
P R O G RA M : COMMUNITY DEVELOPMENT 8 RU (S) : LOCAL GOVERNMENT ASSISTANCE - GRANTS

The Local Government Assistance - Grants BRU include the following component: Municipal Revenue Sharing, National Forest Receipts,
Agriculture Land Exemption, Rural Development Assistance, and Organizational Grants.

Municipal Revenue Sharing provides local governments with financial resources, distributed from current state tax revenues, to help
complement and deliver basic municipal service without substantially increasing local taxes. For FY 81, the amount requested for
Municipal Revenue Sharing grants is $26,565.0. This will allow an estimated 100% of comnunity entitlements.

National Forest Receipts are distributed to organized boroughs and unifed municipalities which have National Forest land within
their boundaries. A borough's share of income fron a National Forest is proportional to the area of the National Forest located
within the conmunity’s boundaries. This income, according to law, must be expended for public schools or community roads. The
total National Forest income received by the State in a given fiscal year is 25% of the total annual collection fees received by
the U.S. Forest Service during the previous year. During FY 80, total National Forest income received by the State will be
$2,907,600 of which $916,406 will be distributed to municipalities in the Tongass Chugach National Forests.

Agricultural Lands Exemptions provides owners of agricultural land who derive at least 10% of their annual gross income from use

of the land, a deferral taxation. Municipalities establish and mair'jd records of assessment at full value and at farm use value,
provide verification of qualification data, in some cases verify :;\V0re. requirements, compute the tax deferred and submit the appli-
cations as a reimbursement request to the State Assessor's office, ‘'ending for this program for FY 81 will be $189 600 or $60,000

less than the current fiscal year.

Rural Development Assistance grants are designed to provide financial aid assistance to rural communities so that they may build a
more dcversified community and economic base. The RDA program was appropriated $841,900 in grant funds in the FY 80 budget. The FY81
request for RDA grant funding was increased to $900,800. In FY 80, this program was part of the Community ft Rural Development BRU.

The Organizational Grant component is designed to provide funding to assist newly incorporated municipalities transitioning to a
functioning local government unit. Funding for this program was $25,000 in FY 80 and a request of that amount is made for FY 81.

COMPONENT DESCRIPTION 79 AUTH 79 FINAL 79 ACT 80 AUTIi 80 5UPL 80 RP GOVERNOR
MUNICIPAL REVENUE SHARING 186S8.0 187 95.6 18772.A 20236.0 26565.0
AGRICULTURAL LAND EXEMPTION 215.2 215.2 139.1 249.6 189.6
NATIONAL FOREST RECEIPTS 900.0 929.7 929.7 1200.0 1200.0
RURAL DEVELOP GRANTS 862.1 862.1 862. 0 841.9 900.8
ORGANIZATIONAL GRANTS 100.0 100.0 87 .1 25. 0 25.0
COMMUNITY LEGAL ASST GRANTS 20. 0 97.6 11.5'
xx TOTAL 20765.3 20980.2 20781.8 22552.5 28880.4
28. OX

xx CHANGE VERSUS 30 AUTH

OBJECT DESCRIPTION

TRAVEL 15.0 9.3
CONTRACTUAL 60.0 52.8
GRAN 15, CLMS 20765.3 20905’.2 20719.7 22552.5 28880.4
FUNDING SOURCE
FED. RECEIPT 929.7 929.7 1200.0 1200 .0
GENERAL FUND 20765.3 20050 .5 19852.1 21352.5 27680 .4
29.6*/.

XX GENERAL FUND CHANGE VS. 80 AUTH
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April 25, 1980

The Honorable Jalxcar Kerttula
Alaska State Senate

Alaska State Legislature
Pouch V

Juneau, Alaska 99611

Dear Senator Kerttula:

Re: SB 437 "An Act changing the definitions
of allowable construction cosus
which qualify for state financial
participation; and providing for
an effective date.””

Governor Hammond would appreciate your assistance in achieving
consideration of SB 437 by the Senate Finance Committee. The
comments provided below pertain to all soctions of the bill,
enactment of the amendments ia deemed necessary especially 1in
light of the largo number of capital projects being considered
for this year.

Sincerely,

Keith W. Specking
Legislative Assistant
to the Governor

SECTIONAL ANALYSIS

Section 1. AS 02.15.155 Aeronautics - Airport Assistance

Section 2. AS 03.20.080 Agriculture and animals - Agri —
culture and industrial fairs

Section 3. AS 18.55.934(c) Health £ Safety - Slum clearance
and redevelopment act



1
N
1

The honorable Jalmar Kerttula April 25, 1900

Section 4. AS 19.30.030(d) Highways & Ferries - Access
P.oads - Roads to areas rich
in mineral resources

Section 5. AS 43.18.010(1) Revenue ¥ taxation - State Aid
to Local Governments - Aid
for miscellaneous municipal
purposes

Section € AS 43.18.100(g)(2) Same as above

Soction 7. AS 43.18.300(h)(3) Same as above - Community
facilities grantf*

Section 8. AS 43.18.400(2) Saoo as above - Sports facilities
grants
Section 9. AS 44.33.150(b) State Government - Department of

Commerce 6 Economic Development -
Alaska Division of Tourism

Section 10. AS 4C.03.030(d) Water, Air f Environmental Con—
servation - Environmental
Conservation - Department of
Environmental Conservation

Section 11. AS 47.30.500(5) Welfare, Social Srrviceo b Insti—
tutions - Montaily ill and insane
persons - Alcoholics

The following comments pertain to all flections:

The legislature adopted FCC5CCSHB 222 in 1978 (Ch. 168 SLA 1973)
relating to the planning and funding of capital projects. \While
much of the enactment was needed, there arc portions relating to
allowable construction costs that noed revision. All of tho
sections referred to here, while relating to various agencys,

have tho sane general flaws. The ome:ulmonfco requested have

been agreed on by tho Commissioners of Environmental Conservation,
Transportation a”d Public Facilities, Community and Regional
Affairs, Health and Social Services and Education.

Under the tonaa of tho 1970 act, the definition of allowable
costs allows costs without limitation as to reasonableness to
bo eligible for otato funds. Tho 1978 act creates tho danger
that developers will overcharge for their own goods and services
which they place into a projoct, thoroby inflating thoir claimed



Tho Honorable Jalriar Kerttula -3- April 25, 1980
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entitlement to state funds. Additionally, tho 1978 action
creates the need for two sets of eligibility requirements one
for old grants and ono for now awards fundod after October 15, 1970.
Atll agcncys have agreed that land and right-of-way acquisition
costs and the cost of interest ar.d financing should not be allow—

aple. ! f o i .

V- e . . LN |
* - o
The 1973 act Without these amendments has the overall effect of
greatly reducing the number of projects that can be accommodated
within the limits of the funding provided.

cC; The Honorable John Sackett
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April 25, 1900

The Honorable Don Bennett
Alaska State Senate
Alaska State Legislature
Pouch V

Juneau, Alaskg 99p1£

o FRE Y

*. all

»

Dear Senator Bennett;

Re: SB 437 "An Act changing the definitions
of allowable construction costs
which qualify for state financial
participation; and providing for
an effective date."”

Governor Hammond would appreciate your assistance in achieving
consideration of SB 437 by the Senato Finance Committee. The
comments provided below pertain to all sections of the bill,
enactment of the amendments is deected necessary especially in
light of the large number of capital projects being considered
for this year.

Sincerely,

Keith W. Specking
Legislative Assistant
to the Governor

SLCTIOMAL ANALYSIS

Section 1. AS 02.15.155 Aeronautics - Airport Assistance

Section 2. A3 03.20.080 Agriculture and animals - Agri—
culture and industrial fairs

Section 3. AS 13.55.934(c) Health s Safety - Slum clearance
and redevelopment act



The Honorable Don Bennett April 25, 1980

Section 4. AS 19.30.030(h) Highways & Ferries - Access
Roads - Roa«./» to areas rich
in mineral resources

Section 5. AS 43.18.010(1) Revenu® £ taxation - State Aid
to Local Governments - Aid
for miscellaneous municipal

purposes
Section G. AS 43.18.100(g)(2) Surtie as above

Section 7. AS 43.18.300(h)(3) Same as above - Community
facilities grants

Section 0. AS 43.18.400(2) Same a3 above - Sports facilities
grants
Section 9. AS 44.33.150(b) State Oovernment - Department of

Commerce T Economic Development -
Alaska Division of Tourism

Section 10. AS 46.03.030(d) Water, Air 6 Environmental Con—
servation - Environmental
Conservation - Department of
Environmental Conservation

Section 11. AS 47.30.500(5) Welfare, Social Services 6 Insti—
tutions - Mentally ill and insane
persons - Alcoholics

The following comments pertain to all sections:

The legislature adopted FCCSSCCHB 222 in 197S (Ch. 1G8 SLA 1978)
relating to tho planning and funding of capital projects. While
much of the enactment was needed, there are portions relating to
allowable construction coots that need revision. All of the
sections refeired to here, while relating to various acjencyo,

have the sar.e general flav;s. The amendments requested have

been agreed on by the Commissioners of Environmental Conservation,
Transportation axid Public Facilities, Community and Regional
Affairs, Health and Social Services and Education.

Under the terms of the 1978 act, the definition of <“&llowable
coots"* allows costs without limitation as to reasonableness to
bo eligible for state funds. The 1970 act creates the danger
that developers will overcharge for their own goods and services
which they place into a project, thereby inflating their claimed



The Honorable Don Bennett -3- April 7.5, 1930

entitlement to state funds. Additionally, the 1978 action
creates the need for two sets of eligibility requirements one
for old grants and one for new awards funded after October 15, 1978.
All agencys have agreed that land and right-of-way acquisition
costs and the coat of interest and financing should not be allow—
able.

The 1978 act without these amendments has the overall effect of

greatly reducing the number of projects that can be accommodated
within the limits of the funding provided.

cc: The Honorable John Sackett



February 12, 1980

The Honorable Clem Tillion
President of the Senate
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Mr. President:

Under the authority of art. 111, sec. 18 of the Alaska
Constitution, I am transmitting a bill relating to
allowable construction costs for state financial
participation (AS 02.15, 03.20, 18.55, 19.30, 43.18,
44 .33, 46.03, and 47.30). This bill would redefine
construction costs that are eligible for state funding.

During the 1978 session, the legislature amended several
statutes relating to state financial assistance for

various public or quasi-public facilities, including
airports, agricultural and industrial fairs, disaster
assistance, access roads to mineral resources, hospital
construction, school construction, convention and
recreation facilities, sports facilities, tourist
attractions, municipal water and sewer systems, village
safe water systems, and alcoholism facilities. The

principle effect of the amendments 1is apparently to
allow any and all conceivable costs, without limitation
as to their reasonableness, to be eligible for state
funds.

One danger the amendments create is that developers will
overcharge for their own gocds and services which

they place into a project, thereby inflating their
claimed entitlement to state funds. The definition of
Tcostsl” in the 1978 amendments at the very least
encourages wastefulness, and it is not clear that the

state agencies involved 1in administering grants for
state funds are themselves funded and equipped to give
every state-funded project the careful scrutiny
necessary to prevent that.

In addition, the 1978 amendments allow the inclusion of
certain costs which are inappropriate for state funding.
For example, those amendments would appear to require



the state to bear both
incurred by the local
portion of the project.

This bill corrects those
responsible use of state
programs.

its financing costs and those
government in financing 1its

problems and provides for more
money 1in these revenue sharing

Sincerely,

Jay S. Hammond
Governor



April 4, 1980

NOTES ON SENATE BILL NO. 437 (An Act changing the definitions
of allowable construction costs which
qgualify for state financial partici—
pation) -

Chapter 168, SLA 1978 included amendments to the definitions of
allowable construction costs in the following statutes:

02.15.155 State airports

03.20.010 Agricultural and Industrial Fairs

18.55.934 Urban redevelopment

19.30.030 Roads to areas rich in mineral _.resources

43.18.010 Miscellaneous municipal purposes

43.18.100 Aid to school construction

43.18.300 Civic, Convention &5 Community recreation centers
43.18.460 Sports facilities grants

44.33.150 Tourist attraction development

46.03.030 Water supply and sewage systems

46.07.040 Village safe water (not amended in SB 437)

47.30.500 Mental health facilities

The definition was as follows: "cost of construction”™ includes, 1in
addition to costs directly related to the project, the sum.total of
all costs of financing and carrying out the project...acquisition

of real property... .

SB 437 redefines the cost of construction in more general terms,
"...means those reasonable costs necessary for construction..."”
It excludes "...costs of interest or financing and land or right-
of-way acquisitions..." It also limits allocation of charges

for grantee administration and overhead.

All definitions of allowable costs per Chapter 168 SLA 1978
would be amended by SB 437 except 46.07.040 Village Safe Water.



DEFINITIONS - Examples

Chapter 168, SLA 1978:

"cost of construction™ includes, 1in addition to costs
directly related to the project, the sum total, of all costs
of financing and carrying out the project; these include,
but are not limited to, the costs of all necessary studies,
surveys, plans and specifications, architectural, engineer —
ing or other special services, acquisition of real property,
site preparation and development, purchase, construction,
reconstruction and improvement of real property and the
.acquisition of machinery and equipment as may be necessary
in connection with.the project; an allocable portion of the
administrative and operating expenses of the grantee; the
cost of financing the project, 1including interest bonds
issued to finance the project; and the cost of other itenms,
including any indemnity and surety bonds and premiums on
insurance, legal fees, fees and expenses of trustees,
depositaries, Financial advisors, and paying agents for
the bonds 1issued as the issuer considers necessary; it
does not include the cost of promotion, travel, or feasi—
bility studies;

SENATE BILL NO. 437:

"project costs™ means those reasonable costs necessary
for construction of the project, including (1) indemnity
and surety bonds, and premiums on insurance, which are
directly related to project construction; (2) salaries and
reasonable expenses of employees exclusively hired for and
solely engaged in administration of project construction;
and (3) fees and expenses of attorneys, trustees, depositaries
and financial advisors which would not be incurred, but for
construction of the project. The term does not include costs
of interest or financing, or land or right-of-way acquisition
costs.



POSITION PAPER
SENATE BILL 437
by
Ernst W. Mueller
before the

SENATE FINANCE COMMITTEE

Senate Bill 437 defines allowable construction costs for grant
eligibility under the Department®s water and sewer construction grants
program. As modified during the 1978 Legislative session, AS 46.03.030
required the Department to include such items as, financing costs,
comprehensive planning and land acquisition as grant eligible. These
items were not previously grant eligible and to date no projects have

been awarded grants including these items as eligible costs.

It is our opinion that financing costs should be borne by the
municipality. The State is presently paying interest on the bonds,
which can finance up to 50 percent of eligible costs for a municipality’s
project. The State"s cost per project could increase as much as two
to seven times, depending upon the interest rate and bond terms if the
State were required to participate in local project financing costs.
The bond funds presently approved for the grant program would be
depleted rapidly and could not benefit as many communities. Future
bond 1issues would have to be proportionately larger to meet the needs
of the same number of communities. In addition, AS 46.05.030 does not
specify how the State would establish a schedule for payment of the
grantee"s financing costs. It is conceivable that the projects could

remain on the State®"s books for 30 to 40 years.



The modified statute also allows land acquisition and planning costs
to be grant eligible. These costs were excluded from eligibility in the
past since it was our understanding that the original intent of AS
46.03.030 was to finance "construction” costs only. If planning costs
are determined eligible it has been our experience that consultants will
use these funds to develop "plans™ that have little possibility of

being implemented.

The inclusion of land acquistion as an eligible costs creates a
conflict with many of the federal agencies also providing grants for
water and sewerage projects. Most of these agencies do not allow land
acquisition as an eligible cost. However, AS 46.03.030 states that
federal agencies “grant eligibility requirements shall apply when both
the State and the Federal government grant funds to the same project.
Thus, we would have a conflict with our statute on the one hand allowing
land costs and on the other tying us to federal requirements, which
would not allow land costs as grant eligible. The primary reason for
not allowing land is the difficulty of establishing an equitable value
for the land. It is felt that the grantee can provide land at a lower

cost if it is not grant eligible.

In summary we support S.B. 437 and respectfully request that
AS 46.03.030 be amended to define eligible costs consistent with the

intent of the original statute.






February 12, 1980

The Honorable Clem Tillion
President of the Senate
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Mr. President:

Under the authority of art. 111, sec. 18 of the Alaska Con—
stitution, 1 am transmitting a bill relating to allowable
construction costs for state financial participation (AS
02.15, 03.20, 18.55, 19.30, 43.18, 44.33, 46.03, and 47.30).
This bill would redefine construction costs that are eligible
for state funding.

During the 1978 session, the legislature amended several
statutes relating to state financial assistance for various
public or quasi-public facilities, including airports, agri-
cultural and industrial fairs, disaster assistance, access
roads to mineral resources, hospital construction, school
construction, convention and recreation facilities, sports
facilities, tourist attractions, municipal water and sewer
systems, village safe water systems, and alcoholism facilities.
The principle effect of the amendments 1is apparently to allow
any and all conceivable costs, without limitation as to their
reasonableness, to be eligible for state funds.

One danger the amendments create is that developers will
overcharge for their own goods and services which they place
into a project, thereby inflating their claimed entitlement to
state funds. The definition of "costs™-" in the 1978 amendments
at the very least encourages wastefulness, and it is not clear
that the state agencies involved in administering grants for
state funds are themselves funded and equipped to give every
state-funded project the careful scrutiny necessary to prevent
that.

In addition, the 1978 amendments allow the inclusion of certain
costs which are 1inappropriate for state funding. For example,

those amendments would appear to require the state to bear both
its financing costs and those incurred by the local government

in financing its portion of the project.

This bill corrects those problems and provides for more re—
sponsible use of state money 1in these revenue sharing programs.

Sincerely,

Jay S. Hammond
Governor



April 25, 1980

The Honorable Jalr.iar Kerttula *©
Alaska State Senate

Alaska State Legislature

Pouch V

Juneau, Alaska 99611

Dear Senator Kerttula:

He: SB 437 "An Act changing the definitions
of allowable construction costs
which qualify for state financial
participation; and providing for
an effective date."™"

Governor liaironona would appreciate your assistance in achieving
consideration of SB 437 by the Senate Finance Committee. The
comments provided below pertain to all sections of the bill,

enactment of the amendments 1is deemed necessary especially 1in

light of the large number of capital projects being considered
for this year.

Sincerely,

Keith T+. Specking
Legislative Assistant
to the Governor »

SECTIONAL ANALYSIS

Section 1. "71S02.15.155 /aeronautics - Airport Assistance

Section 2. A*S03.20.080 /agriculture and animals - Tigri-
culture and industrial fairs

Section 3. AS 18.55.934(c) Health s Safety - Slum clearance
and redevelopment act



The Honorable Jalmar Kerttula -2 April 25, 19CC
Section 4. AS 19.30.030(d) Highways & Ferries - Access
Roads - Roads to areas rich

in mineral resources

Section 5. AS 43.18.010(1) Revenue & taxation - State Aid
to Local Governments - Aid
for miscellaneous municipal
purposes

Section 6. AS 43.1C.1v0(g)(@) Same as above

Section 7. AS 43.18.300(h)(3) Same as above - Community
facilities grants

Section 8. AS 43.18.460(2) Same as above - Sports facilities
grants
Section 9. AS 44.33.150(h) State Government - Department of

Commerce £ Economic Developmei -
Alaska Division of Tourism

Section 10. AS 46.03.030(d) Water, Air £ Environmental Con—
servation - Environmental
Conservation - Department of

Environmental Conservation

Section 11. AS 47.30.500(5) Welfare, Social Services £ Insti—
tutions - Mentally ill and insane
persons - A-lcoholics

The following comments pertain to all sections:

The legislature adopted FCCSSCSHB 222 1in 1978 (Ch. 168 SLA. 1978)
relating to the planning and funding of capital projects. While
much of the enactment was needed, there are portions relating to
allowable construction costs that need revision. All of the
sections referred to here, while relating to various agencys,

have the same genoral flaws. The amendments requested have

been agreed on by the Commissioners of Environmental Conservation,
Transportation and Public Facilities, Community and P.egional
Affairs, Health and Social Services and Education.

Under the terms of the 1973 act, the definition of "allowable
costs™ allows costs without limitation as to reasonableness to
be eligible for state funds. The 1978 act creates the danger
that developers will overcharge for their own goods and services
which they place into a project, thereby inflating their claimed



The Honorable Jalnar Kerttula April 25, 1980

entitlement to state funds. Additionally, the 1978 action

creates the need for two sets of eligibility requirements one

for old grants and one for new awards funded after October 15, 1211.
All agencys have agreed that land and right-of-way acquisition

cg?ts and the cost of interest and financing should not Ife allow—
able. " [

The 1978 act without these amendments has the overall effect of
greatly reducing the number of projects that can be accommodated
within the limits of trie funding provided.

cc: The Honorable John Sackett

KWSrkms



M EMORANTDUM State of Alaska
DEPARTMENT OF COMMUNITY & REGIONAL AFFAIRS

T0: Don Argetsinger date: February 4, 1980
Administrative Assistant
Office of the Governor y FILE NO:
Through: Lee "W rney . ¥ TELEPHONE NO:
Confyisooner
DM: SUBJECT:
Palmer McCarter, DirectorJjTvi/f State Revenue Sharing
Local Government Assistant Program - Construction Aid

Attached are estli;iates on the amounts that facilities currently entitled
to construction ard under AS 43.18.010 would receive considering various
interpretation.0 ov the law. When Initial entitlement notices for the

FY 1930 State Ravf-nue Sharing TProgram were prepared, we were under the
assumption that pcssibillty number 3 was the correct lntrepretatlon and
the far.n ltiesl entitlements were computed accordingly. However, the
Municipality of Anchorage has appealed this determination, stating that
Interest is not a fixed cost until 1t is paid. The appeal has been turned
over to the Attorney General, "and we are awaiting his decision. It 1s
likely that he will rule 1n fa'vor of Anchorage, and we will revise FY 1980
entitlements 1n accordance with possibility number 2.

It should be notec that full funding was assumed when these figures were
prepared. If FY 1930 entitlements are prorated (as they almost certainly
will be), the FY 1931 figures’'for Prcvidence, Norton Sound and Point Woronzof
will increase. Assuming the Attorney General does rule in Anchorage's

favor, the FY 1980 proration factoris estimatedat 87.82. [f wewere to
finally compute entitlements according topossibilitynumber 3 (which Includes
anticipated Interest payments)* the proration factor would drop to
approximately 752. *

Please advise 1f further information regarding construction aid is required.
PMc:MF:jh *

Attachments .
cc: Allan Korhonan, Deputy Coninissloner
Department of Helath & Soblal Services

Keith Specking, Legislative Assistant
Office of the Governor "

Ron Lehr, Director
Division of Budget & Management

Dona Lehr, Division of Policy Development
& Planning

P. S. Attached also 1s a cofy of Attorney General's Opinion
No. J-66-419-80,just received 1n this office.

A second Attorney General's Opinion (copy attached), also just received hy
this office, questions the eligibility of Alaska Hospital to receive State
shared revenue for construction 1n view of substantial federal funding to be
received by the facility. The attached estimates were prepared prior to
this opinion,, numbered J-66-345-80.

L10/70)



State Revenue Sharing Program

Construction Aid

Possibility (i - Only Hill-Burton eligible construction costs

. " FY 80 FY 81 FY 02
Anchorage .
Providence $ 1,119,523 $ 129,107 -0-
Point Woronzof 11,342 -0- -0-
Alaska Hospital Medical 1,486,633 1,486,633 $ 1,486,633
Center
Fairbanks
Memorial S 690,003 $ 690,003 $ 690,003
Akiachak
Health Clinic $ 2,406 2,406 $ 2,406
Home
Horton Sound $ 18,621 -0- -0-
Juneau
Southeast Detox $ 37,800 $ 37,500 $ 37,500
Hapaskiak
Health Center % 1,300 S 1,300 $ 1,300
TOTAL S 3,367,328 $2,346,949 $ 2,217,842

Full funding is assumed for all three entitlement years.

The above estimates are based on project costs submitted by the facilities.

% v *



State Revenue Sharing Program

Possibility H2 - All project,

Construction Aid

related costs,

except financing costs to be

paid by the facility after the first day of the entitlement year (July 1)

Anchorage
Providence
Point Woronzof
AK. Hosp. Med. Center

Fairbanks Memorial

Akiachak Health Clinic

Nome

Horton Sound
Juneau

S. E. Detox

Hapaskiak Health Center

Total

Full funding is assumed for all

The above estimates are based on project costs submitted by the

FY 80
$1,119,523
$ 11,342
$1,613,843
$ 735,190
$ 2,406
$ 18,621
$ 38,763
$ 1.300
$3,540,-988

FYy 81

$ 129,107
-0-

$1,788,843

$ 792,690

2,406

$ -0-

$ 38,763

$ 1,300

$2,753,109

three entitlements years.

FY 82

-0-

-0-
$1,963,843
$ 850,190

2,406

$ 38,763
$ 1,300

$2,856,502

facilities.



State Revenue Sharing Program

Possibility #3 - All project related costs,

Anchorage

Providence

Point Woronzof

AK. Hosp. Med. Center
Fairbanks Memorial
Akiachak Health Clinic-
Nome

Norton Sound
Juneau

S. E. Detox

Ilapaskiak Health Center

Total

Full funding 1is assumed for all

Construction Aid

FY 80

$1,119,523
$ 11,342
$4,771,830
$1,534,324

$ 2,406

$ 18,621

$ 38,763

$ 1,300

$7,498,109

including anticipated

Fy 31

$ 129,107
-0-

$4,771,830

$1,534,324

$ 2,406

$ 38,763
$ 1,300

$6,477,730

three entitlement years

interest payments

FY 82

-0-

-0-
$4,771,830
$1,534,324
$ 2,406

-0-
$ 38,763
$ 1,300
$6,348,623

The above estimates are based on project costs submitted by the facilities.

Y1/



ml0: P<eith Specking dmfi  November 21, 1979
legislative Assistant

Office of the Governor ratNQ
TELEPHONE NO;
FROM.Lowell Swartz, Coordinator —/Q ET  Allowable Costs for State
Health Facility Development®J Financial Participation in
Department of Health £ Social Services Capital Construction Projects

| have reviewed the proposed amendments of total project cost under AS 43.10.010(1)
and have the following comments.

1. Cost of bid bonds should be allowed

2. Advertising costs incurred in obtaining competitive “bids should be allowed.
3. Insurance coverage directly related to the project should be allowed.
4

The cost of relocating utilities and services including acquiring rights-
of-way, easements or other interest in land at-either the new or old
locations of the utilities should not be allowed.

5. The cost of off-site improvements such as roads, sidewalks, and utilities
including sewer lines extending beyond the public streets immediately
adjacent to the project should not be allot'Jed.

6. Consultant i;.es which involves service performed in developing operational
procedures, staffing the facility, or other functions not related to the
. construction and equippingof the facility should not be-allowed.

7. The value of donated land, material, equipment or services including
donated labor should not be allowable.

8. Expenses incurred as damages arising out of the construction or equipping

of the project, whether established by judicial determination, arbltratlons
negotiation, or otherwise should not be allowable.

We recommend that the eight items listed above be incorporated in or deleted
from the definition of total project cost'as:applicable.

We also recommend that the definition of total project costs be made part of
AS 10.20 and AS 18.25. : VA

LS/KIp A



JAY S. HAMMOND, GOVERNOR

IYEIl» A HTMEN\NT O F L A W
OffICE OF THE ATTORNEY CENERAI MUCH K-STATE CAPITOL
JUNEAU 99811
July 12, 1978
The Honorable Jay S. Hammond
Governor
State of Alaska
Pouch A

Juneau, Alaska 99811

Re: FCCS SCS HB 222 (e. date failed)
(planning and funding of capital

construction projects%3
Our File: J-88-164-7

Dear Governor Hammond:

Ue have as you requested reviewed the subject b ill.
It presents several problems. The first is with its title.

The constitution requires that every bill be confined
to one subject and that the subject be expressed in the title.
Alaska Const., art. Il, sec. 13. VJhile a stringent applica-

tion of the first part of this rule has been obviated by the
Alaska Supreme Court in Gellert v. State, 522 P.2d 1120 (Alaska
1974), it may yet retain some vitality.

The b ill at hand is an amalgam of three bills: HB
222 (Malone and Gardiner), the subject of which was "public
scrutiny of the budget formulation process"; SB 510 (Senate
Special Permanent Fund Committee), the subject of which was
"the state budget and state bonding"™; and SB 539 (Senate
Special Permanent Fund Committee), the subject of which was the
"eligible costs for state grants for capital improvement
projects."

As“Xt*now stands,*the-bill- -is-in»possible-violation.
of- both -the.single-subject and descriptive-title rule-.

_ On the one hand, the bill is not confined to one
subject but rather pertains to-et-least-two +and'possibly*three
distinct subjects. [I'feverthelesffp-Che'-bill-le' subjects’-ere-suf-

gciclalntj[y——re ated -to'-meet*the-rather loose standards Tset.in
Gellert.,'



The Honorable Jay S. Hammond July 12, 1978
Governor

Jhe..basicdanger, the,amendments+create is .that-local
developers w ill overcharge-for-their-own goods-and-services
‘which they place-into -a-project,.claiming .an~of_fset_ting_amount
from the state. This can be avoided, at least in part, by
grant conditions (or agency regulations) which delimit the
amount of those kinds of charges by making them conform to the
rates and amounts charged for the same or similar goods and
services on similar projects. All-*iniaLL,-.>however~the-legis-
lature's definition-of-"-"cost-s"*-is”ain“lnvitati'OTrr'if-not~to
stealj.fat .-leastrto--be wasteful. We are not at all sure that

the sl'%ate agencies involved are equipped to prevent either
result.

More than most, this: bill-has-*its-share”*-of-good and
|7ad .points. Jtom: a--legaXi-standpointL,ji.i.e.v-from how-it.-can -and
Erobabiy"wiII—af—fect"—the_:statels«Ieg_al. relationships--and-pro-
lems” .we.would-.prefrr-xanother-version-and”ould—Hust-as—soon
that—this:one* were,vetoed. For us, it.-simplyrUias..too”many
uncertainties and.unknowns .which?* if-answered-wrong**—will- ;ywork-
against the public-interest. *We admit,--.however-—that”if“they
ar.e_answ.ered co.rre£ tly , .no.harm.w ill.occur-and— —with-respect
to operational and-capital'-budgeting— ~~a-Tn6re~rationa-l—approach
n\ay be deyeloped.

cPlease-noter-however-i—fchat--you-have: authority-as—the
state Is-budget-officer~-to-effeet—almost—all-p-if- _t-al-I-r*hose

thissis'not-art-all-or-hdthing-proposition..

Sincerely yours,

Avrum M. Gross
Attorney General

AMG:pjg:RWP
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COMMITTEE REPORT

5/16/30 FURTHER:

Date: *6 jp- T
Mr. Speaker:
The Committee on FINANCE has had ‘CSSB 439
"An Act relatingz( to workmen's compensation for high school students
enrolled in work-

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

do pass [ 1 do not pass

do pass with attached amendments(s)
[ 1 same

study courses; and providing for an effective date.”

title

replace with CS for [ 1 new title

and recommends
AND attaches a "Letter of Intent” D/ 1 New Fiscal Noteé&

reports it back without recommendation

referred to the Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:
1
<l -
I, CHAIRMAN
V-

H 60 (Rev. 12/78)



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

UEST
B||| Resolutlon No.

Title Vorfanen-1s C%mpensatlon

Requested bv  Senator Stinson p2le

FISCAL DETAIL L
Agency Affected  Division of Insurance

Program Category Affected
BRU, Program, or Subprogram(s) Affected

4122180

(Note If more than one budget component is affected, separate line-item amounts and funding for each

component in the analysis section.)
EXPENDITURES  (Thousands of Dollars'!

FY 80 FY 81 FY 82 FY 83

10% PERSONAL SERVICES
00 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
00 EAND & STRUCTURES
700  GRANTS. CLAIMS. ETC. 17.5 | 19.3 21.2
TOTAL
FUNDING  (Thousands of Dollars)
GENERAL FUND | 175 19.3 | 21.2
FEDERAL FUNDS 1 1
OTHER (SDecifv Fund Source) 1 1
POSITIONS
FULL TIME 1
PART TIME 1
TEMPORARY 1

ANALYSIS (See Fiscal Note Preparation Instructions, Section Ill)

FY 84

23.3

23.3

—r— e —_

—_ ——

FY 85

25.6

25.6

Estimated impact based upon 700 high school students working one quarter

time fo-r nine months = 700 students x .25 FTE = 175 full-time workers x
15 year = 131.25 full-time, full year, equivalent workers,

worker insurance cost - $17.5.

x $133.33 per



[S2 RS )

({e)

10

1

16

i

20

22

24

IN THE SENATE

For an Act entitled:

* Section 1.
Sec.

work experience.

Ofrered: 5/6/80
Referred: Finance

BY THE |ABOR AND

MANAGEMENT COMMITTEE

CS FOR SENATE BILL NO. 439
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - SECOND SESSION

A BILL

"An Act relating to workmen's compensation for high

school students enrolled in work-study courses; and

providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

AS 23.30 is amended by adding a new section to read:

23.30.237. HIGH SCHOOL STUDENTS IN WORK-STUDY PROGRAMS.
Individual who i3 enrolled for credit at a public high school in. a
course which combines academic instruction with work experience outside
the school for a public or private nonprofit employer is an employee of
the state for the purposes of this chapter while he is performing the

An

Weekly compensation for disability or death under this

section may not be less than the initial payment of compensation under
AS 23.30.175.

* Sec.

2.

This Act takes effect July 1, 1980,

CSSB 439



Introduced: 2/14/80
Referred: Labor & Management
and Finance

BY STIMSON, RODEY, STURGULEWSKI
IN THE SENATE AND KELLY

SENATE BILL NO. 439
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Ac” relating to workmen's compensation for high
school students enrolled in work-study courses? and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 23.30 is amended by adding a new section to read:

Sec. 23.30.237. HIGH SCHOOL STUDENTS IN WORK-STUDY PROGRAMS. An
individual who is enrolled for credit at a public high school in a
course which combines academic instruction with work experience outside
the school is an employee of the state for the purposes of this chapter
while he is performing the work experience. Weekly compensation for
disability or death under this section may not be less than the initial
payment of compensation under AS 23.30.175.

* Sec. 2. This Act takes effect July 1, 1980.

SB 439



Original sponsors: Stimson, Rodey, Offered: 5/6/80
Sturgulewski and Kelly Referred: Finance

BY THE LABOR AND

. IN THE SENATE MANAGEMENT COMMITTEE
2 CS FOR SENATE BILL NO. 439

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 ELEVENTH LEGISLATURE - SECOND SESSION

5 A BILL

¢ For an Act entitled: "An Act relating to workmen's compensation for high

7 school students enrolled in work-study courses; and

8 providing for an effective date."

g BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
10 * Section 1. AS 23.30 is amended by adding a new section to read:

Sec. 23.30.237. HIGH SCHOOL STUDENTS IN WORK-STUDY PROGRAMS. An
individual who is enrolled for credit at a public high school in. a

5

3 course which combines academic instruction with work experience outside
% the school for a public or private nonprofit employer is an employee of
5 the state for the purposes of this chapter while he is performing the
1 work experience. Weekly compensation for disability or death under this
7 section may not be less than the initial payment of compensation under
8 AS 23.30.175.

* Sec. 2. This Act takes effect July 1, 1980.

B
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THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

| RES)UEST

B,il, Resolutjon No. g&-/,no :
Title Workmen's “Compensation
Requested bv  Senator Stinson Date  4/22/S0

Il.  FISCAL DETAIL L
Agency Affected  Division of Insurance
Program Category Affected

BRU, Program, or Subprogram(s) Affected

(Note: If more than one budget component is affected, separate line-item amounts and funding for each

component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)

FY 80 FY S| FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES
200 TRAVEL 1
300 CONTRACTUAL |
400  COMMODITIES 1
288 ERHgMEngUCTURES %
&
700 GRANTS. CLAIMS. ETC. 17.5 19.3 21.2 [ 233 25.6
1

TOTAL

FUNDING  (Thousands of Dollars)

GENERAL FUND | 17.5 193 | 212 23.3
FEDERAL FUNDS 1 |
OTHER (Soecifv Fund Source) % 1
1
1 1
POSITIONS
FULL TIME 1 1 1
PART TIME | 1 1
TEMPORARY 1 i
[Il.  ANALYSIS (See Fiscal Note Preparation Instructions, Section 1)
Estimated impact based upon 700 high school students working one quarter
time for nine months = 700 students y. .25 FTE = 175 full-time workers x
15 year = 131.25 full-time, full year, equivalent workers, x $133.33 per
worker insurance cost - $17.5.
IV. DATE  w2z/so PREPARED BY A/ e =

\Gp\CY  Dcr.artrent cf Education
0:i.xrjl: legishti.c Finance PHONE #-5-2500

25.6



FISCAL NOTE

REQUEST *

Bill/Rc,solution N-o. i .
Title "An Act relating to workmen®s condensenon tor high school stucent; enro"iiec
Reauested bv m work-stuay courses | Date 3/K/S0"~~

Senator Stimsdn

ll.  FISCAL DETAIL
Agency Affected Department of Administration

Program Category” Affected Aoroimstrative Services to scace Acencies

BRU, Program, or Subprogram(s) Affected Division ot Risk Kanaoement

(Note: If more than one budget component is affected, separate line mitemamounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 79 FY 80 FYO1 FY 82 FY 83 FY 84

|
J0O0  PERSONAL SERVICES 1
200 TRAVEL m 1
3000 CONTRACTUAL ‘1
400 COMMODITIES 1
500  EOQUIPMENT

600 LAND & STRUCTURES .

"00  GRANTS. CLAIMS. ETC. Ifin n 177 8

TOTAL
160.0 172.3 186.6 201.6

FUNDING  (Thousands of Dollars)
GENERAL FUND !

FEDERAL FUNDS f
OTHER (Specify Fund Source
Specy, | bO.U  1/2-b | ico.0

J

I
!
1
I 201.0
1

POSITIONS

FULL TIME
PART TIME
TEMPORARY

OO O
o
[EEN

OO O

. ANALYSIS (See Fiscal Note Preparation Instructions, Section I11)

This bill would amend the state Workmen®s Compensation Ac*; by extending full workers”
compensation benefits to any high school student in a work-study capacity on the basis tha
he or she is an employee of the state. There are approximately ,000 nigh school student
in the state, and a significant number could qualify for workers®™ compensation benefits as
long as they are taking a course or two while working on a full- or part-time basis. The
state presently pays worker®™ compensation benefits of approximately S$2,000,C00 per year tr
10,000 state employees. If ten per cent of the state®s high school students qualify r3r
work study status, the state would be increasing its potential payout consiriaiably. if tr
ten percent, or 2 ,609.students work fifty percent of the time and stucy fifty percent of
time, tne state has an exposure equivalent to adding K2QQ full-time employees to its staf
This would be a twelve percent increase in covered employees. Even assuming a reduced-
pay scale for these students this increase produces a potential Iliablilty of $150,0C0, si;
full medical benefits would be said in addition to 1”CJwac.es-t- It appears that this is a-

oblication wh"jch -the state should not assume, considsnine,(the potermal costs. (Continue:.
IN. DATE Jrainim: PR D BY [V :

T ! AEEQ% *ciin -.a.'wood. uirecto**. --sx Fan?cement a-
Original. Legislative Finance PHONE ----ememeemeeee SSP-C e
c. Budcct and Management
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"Il.  ANALYSIS, Continued.

"It is unclear why students who are working either full- or oart-
time for wages would not be covered under the employer®s mandatory e
workers®™ compensation coverage. If the employer were relieved cftne
requirement to provide benefits for on-the-job injuries, students could
be placed in hazardous jobs witnout adequate training or supervision.

If the students are employees of the State *or the purpose of
workers®" compensation benefits, do they receive other benefits from the
employer, such as F1CA, unemployment insurance, aroun life and health
insurance, sick leave, paid holidays and vacations, overtime end bonus
pay? Would older students with spouses and children, who may go back
to school for their degree after working full-time for several years,
qualify under this program? How would correspondence students be treated,
and those eligible for CETA employment? This bill a?nc=rs to be a subsidy
to the employers who must already receive the benefits of the”~sTuggmt
work at reduced waaes. - 77 b "

From a-Risk Management standpoint, the State would be picking uo a
large financial liability without control over the work environment.



