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COMMITTEE REPORT 
SENATE

FURTHER

D a t e :

Mr. P r e s i d e n t :

The C o m m i t t e e  on ________________________   has had

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m i t t e e )  
r e p o r t s  it back wi t h  the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ ] do pass [ ] do not pass

[ ] do pass wi t h  a t t a c h e d  a m e n d m e n t s (s )
[ ] same title

[ ] r e p l a c e  with CS i a r _______________________________________________ [ ] new t i t l e

and r e c o m m e n d s  ________________________

[ ] AND a t t a c h e s  a " L e t t e r  of I n t e n t "  [ ] New Fiscal Note

[ ] r e p o r t s  it back w i t h o u t  r e c o m m e n d a t i o n

[ ] r e f e r r e d  to t h e _______________________________________________ C o m m i t t e e

M E M B E R S  S I G N I N G  M E M B E R S  H A V I N G
DO PASS O T H E R  R E C O M M E N D A T I O N S :

S 60 (Rev. 12/78)

C H A I R M A N



THE LEGISLATURE OF THE STATE OF A LASKA
T W E LFTH L EGISLATURE

I .

II

REQUEST
Bill/Resolution No.___________ CS for Senate Bill 686 (Judiciary)
Title Act relating to return of evidence in a criminal proceeding 
Requested by Senate Finance Committee Date 4/25/82"

FISCAL NOTE

F ISCAL DETAIL
A g e n c y  Affe c t e d  D e p a r t m e n t  o f  P u blic S afety 
Pr o gram Category Affected A d m i n istration o f Justice
BRU, Program, Or Subprogram(s) A f f e c t e d  A l a s k a  State Troopers____________
(Note: If more than one b udget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPEND I T U R E S  (Thousands of Dollars)

100 PERS O N A L  SERVICES
200 T RAVEL
300 C O N T R ACTUAL
400 COMMODITIES
500 E Q UIPMENT
500 LAND £: STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL

FY 82 FY 83 FY 84 FY 85 FY 85 FY 87

0

0
n
0
n
0
0

FUNDING (Thousands of Dollars)

G E N E R A L  FUND 0
FEDERAL FUNDS 0
OT H E R  (Specify Source) n

POSITIONS 0

FULL TIME 0
PART TIME n
TEM P O R A R Y n

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

Original: Legislative Finance PHONE ___________________F-inpnrp flo-rmi ttpp
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)



T HE L E G I S L A T U R E  O F  THE STATE O F  A LASKA
T W E L F T H  L E G I S L A T U R E

F I S C A L  NOTE

I . R E Q U E S T
B i l l / R e s o l u t i o n  No. cs S e n a t e  Bill 686 (Judiciary, 

T i t l e  "An Act... p r o p e r t y  r e c o v e r e d  or s e i z e d . . . 11

Requested by Senate Judiciary _Date_4/6/jg2.

II. F I S C A L  D E T A I L
A g e n c y  A f f e c t e d  D e p a r t m e n t  of P u b l i c  Safety
P r o g r a m  C a t e g o r y  A f f e c t e d A d m i n i s t r a t i o n  of J u s tice .___________________
BRU, Program, Or Subpr o g r a m ( s )  A f f e c t e d  A l a s k a  State T r o o p e r s _______________

(Note: If more than one b u d g e t  c o m p o n e n t  is affected, s e p a r a t e  line-item 
a mounts a n d  f u n d i n g  .for e a c h  c o m p o n e n t  in the a n a l y s i s  section.)

E X P E N D I T U R E S  (Thousands of Dollars)

100 P E R S O N A L  SERVICES
200 T R A V E L
300 C O N T R A C T U A L
400 C O M M O D I T I E S
500 E Q U I P M E N T
600 L A N D  & STR U C T U R E S
700 G R A N T S , C L A I M S , E T C .

T O T A L 252.4 237.0 258.4

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

157.5 171.7 187.2 204.0 222.4
59.9 65.3 71.2 77.6 84.6
■35 0

.

281.6 307.0

F U N D I N G  (Thousands of Dollars)

G E N E R A L  FUND
F E D E R A L  FUNDS
O T H E R  (Specify Source)

252.4 237.0 258.4 281.6 307.0

P O S I T I O N S

F U L L  T I M E
P A R T  T I M E
T E M P O R A R Y

III. A N A L Y S I S  (See F iscal N o t e  P r e p a r a t i o n  Instruction, S e c t i o n  III)

3 0 0  - Film p r o c e s s i n g  at $ 1 5 . 0 0/per roll. Use estimated at 35 rolls each 

for 300 officers.

4 0 0  - Film p u r c h a s e  at $ 5 . 70/per roll. Use est i m a t e d  at 35 rolls each for 

300 officers.

50 0  - One hundred 35mm s i n g l e  r e f l e x  cameras at $350 each w i l l  be needed for 

Troopers not a l r e a d y  equipped.

9% i n f l a t i o n  incl u d e d  for FY 84-87

IV. D A T E  April 7. 1982_________ PREPAREljftSY M a rcia Lynn M c K e n z i e

A G E N C Y O D e p a r t m e n t  of Public Safety
O r i g i n a l :  L e g i s l a t i v e  Finance PHONE li65-4349________________
cc: B u d g e t  a nd M a n a g e m e n t

Prime S p o n s o r  (First L e g i s l a t o r  Named)
33 - 0 0 1  (Rev. 12/81)



THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

REQUEST
Bill/Resolution No.
Title "Art- rel n
Requested by_

S B - 6 8 6 ________________________________________

„M'np to return and seizure of property"
Date

II, FISCAL DETAIL
A g e n c y  A f f e c t e d  Department at Public Safety
Program Category Affected NRilEC

BRU, Program, Or Subprogram(s) Affected Fish & Wildlife Protection_______
(Note: If more than one b udget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EOUIPMENT
600 LAND &  STRUCTURES
700 GRANTS,CLAIMS,ETC.

FY 82 FY 83 FY 84 FY 85 FY 86

52.5 57.2 62.3 67.9

20.0 21 .8 23.8 25.9
35.0

TOTAL

7470"
28.2

107.5 79.0 86.1 93.8 102.2

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

107.5 79.0 86.1 93.8 102.2

POSITIONS

FULL- TIME 
PART TIME 
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III) 
Costs related to this bill would be allocated to the following:

30U - Film processing: 35 rolls each at $15.00 for 100 officers

400 - Film purchasing: 35 rolls each at $5.70 for 100 officers

500 - Camera equipment: 100 single reflex cameras with lenses suitable
for identification photos, estimated at $350 each.

9% inflation added for FY 84-87.

/

IV. DATE March 3, 1932__________ PREPARED B Y AWfa r c i a  Lynn McKenzie
AGENCY Department of Public Safety

Original: Legislative Finance PHONE 465-4349________________
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)



THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

I . REQUEST
Bill/Resolution No. Senate Bill No. 686________________________

T i 11 e "An Art: relating Co. . . nronert v. .. s e i z e d ... as evidence,
Requested by_ Date

II. FISCAL DETAIL 
A gency Affected_ Department of Public Safety___________

A d m i n i s t r a t i o n  o f  J u s t i c eProgram Category Affe c t e d  ________
BRU, Program, Or Subprogram(s) Affected Alaska State Troopers
(Note: If more than one budget component is affected, separate line-item 

amounts and funding for each component in th^ analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 82

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND &  STRUCTURES
700 GRANTS,CLAIMS,ETC.

---- ---

FY 83 FY 84

86.5 94.3

217.3 236.9

35.0

FY 85 

102.8

258.2

TOTAL
338.8 331.2 361.0

FY 86 FY 37

112.1 ' 122.1

281.5 306.8

393.6 428.9

FUNDING (Thousands of Dollars)

GENERAL FUND 338.8 331.2 361.0 393.6 428.9
FEDERAL FUNDS
OTHER (Specify Source)

Total 338'. 8" 331.2 '36170 393.6 428.9

POSITIONS

FULL TIME 3 3 3 3 3
PART TIME
TEMPORARY

Total 3 3 3 3 3

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

The Division's review of the potential impact of this Bill

indicates that three Clerk IV's wil l  be required to man

evidence rooms in Anchorage, Fairbanks and Juneau for mor e

hours than are presently required. Additionally, a sufficient

number of cameras (100) wi l l  be needed to equip troopers

not already equipped with 35mm rigs. Fil m  is estimated at $20.-70 per

roll for purchase and processing and it is estimated that

each of 300 officers will use 35 rolls per year.

jy D ^ t f  February 17, 1982 Francis C. Allan.PREPARED BY __________ ______________
AGENCY Department of Public Safety

Original: Legislative Finance PHONE 
cc: Budget and Management

269-5691

Prime Sponsor (First Legislator Named) 
33-001 (Rev. 12/81)



(A la ska  J if a ie  ^ E g ts la tu x

Senate
Committee on ̂ ûiciary Pouch  V 

S ta te  C ap ito l 
J u n e a u ,  A lask a  ?9S11O ffic ia l B u s in e s s

SECTIONAL ANALYSIS OF SE 686

Legislative Intent - The Committee Substitute is intended to address a 
major problem faced by v'rtims of property crime, namely the delay in 
the return of property urtil after appellette review. For private citi­
zens this is a nuisance, for businesses it can be a major less in 
revenue. CSSB 686 seeks to alleviate this "double victimization" by 
allowing certain property to be photographed and the photographs entered 
as evidence rather than the actual property. The bill is drafted in a 
manner which will allow prosecutors to retain property that 
is not amenable to photoc*-ephic treatment under this ac£A such as seized 
weapons that have subsequently been used in the commission of an 
offense.

/ ’ r•w

*Sec. 1 - Adds new subsections to 12.35.025 Seizure of Property.
Provides that seized property is to be inventoried by peace officer and 
that copies of the inventory, the warrant and supporting affidavit shall 
be provided to the person from whom the property was seized or posted at 
the location where the p n p e r t y  was seized.

*Sec. 2 - Adds new section to Title 12 entitled Disposition of Recovered 
or Seized Property.

12.36.020 - Provides the-, property rr.ay be returned to owners if the 
property is not required ~or a court proceeding or subject to 
forfeiture. Further pro\’des that photographs may be admitted as 
evidence in place of prorerty under 12.80.050.

12.36.030 - Provides the: unclaimed property used as evidence is 
disposed of by sale afte- ore year. If the property is money it i; 
deposited with the court.

12.36.040 - Provides the: oroperty coming into the possession of a 'aw 
enforcement agency where ere owner is unknown shall be held for two 
years, then disposed of a: provided in 12.36.030.

12.36.090 - Definitions Section

^Sec. 3 - 12.80.050 - Al':ws ohotogrephs of property to be admissible as 
evidence if accompanied by a description of the property, the owner's 
name, the location of the crime, the investigating officer's name, the 
date the photograph was taker and the name anc signature of the 
photographer.

*Sec. 4 - Repealer Secti:-

*Sec. 5 - Notification 0" court rule change.



§ 12.30.070 C o d e  o f  C r im in a l  P r o c e d u r e § 12.35.010

Sec. 12.30.070. C on tem p t Nothing in this chapter shall prevent a 
court from exercising its power to Dunish for contempt. (§ 1 ch 20 SLA 
1966)

S ta te d  in W hite v. S tate, Sup. Ct. Oc. 
No. 946 (File No. 1907), 514 P.2d 814 
(1973).

Sec. 12.30.080. Definitions. In AS 12.30.010 —  12.30.070
(1) "judicial officer” means a person authorized to release a person 

pending trial, sentencing, or pending appeal;
(2) "offense” means anv criminal offense. (§ 1 ch 20 SLA 1966)

Chap te r 35. Search  and Seizure.
S ec tion  
10. Issuance of search w arran t 
20. G rounds for issuance 
25. Seizure of property 
30. [Repealed]
40. A uthority  of officer executing 

w a rran t
50. D isposition of property taker.
60. Malicious procurement of search 

w arran t

S e c tio n
70. Search of defendant in presence of 

judge or m agistrate 
80. Judge, m agistrate or officer to hold 

property allegedly stolen or 
embezzled 

SO. Delivery of property to owner 
100. Property not delivered to owner 
110. Disposal of unclaimed property 
120. Definition of search w arran t

Sec. 12.35.010. Issuance of sea rch  w arran t. A judicial officer 
may issue a search warrant upon a showing of probable cause, 
supported by oath or affirmation, and particularly describing the place 
to be searched and the thing to be seized. (§ 4.01 ch 34 SLA 1962; am 
§ 13 ch 69 SLA 1970)

C ro ss  re fe re n c e s . —  See Cr. P., 37(a) 
For constitu tional provisions as to 
searches and seizures, see A laska Const., 
art. 1, 6 14.

L eg is la tiv e  histo'-v re p o rt. —  For 
report on ch. 69, SLA 1970 (HB 564'. see 
1970 House Jou rna l Supplem ent No. 2. p. 
7 (February 10, 1970'.
- F o r d is c u s s io n  of w h en  an  a ff id av it 

c o n ta in s  su ff ic ien t fa c ts  to e s tab lish  
p ro b a b le  c a u se  for the issuance of a 
search w arran t, see K eller v. S tate. Sup 
Ct. Op. No. 1221 (File No. 2330), 543 P.2d 
1211 (1975).

Am. J u r .  2d nno ALR re fe ren ce s . — 
66 Am. Ju r. 2d, Searches and Seizures, 
5 16.

Supporting  affidavit, disputing m atters 
Stated in. 5 ALR2d 394.

Propriety  and legality  of issuing only 
one search w arran t to search more than 
one place or prem ises occupied by same 
person, 31 ALR2d 864.

Sufficiency of description of automobile 
or o the r conveyance to be searched. 47 
ALR2d 1444.

Sufficiency of description of person to be 
searched. 49 ALR2d 1209.

In terest in, or connection with, prem ises 
searched a; •'.ffecting standing to attack 
legality  of search, 78 ALR2d 246.

Propriety or lawfulness of seizure, not 
incident to arrest, of papers, documents, 
letters, books, and records not described in 
w arran t, 79 ALR2d 1005.

Lawfulness of nonconsensua! search and 
seizure without w arrant, prior to arrest. 
89 ALR2c 715.

Sufficiency of sho’.ing as to time of 
occurrence of facts rehec upon. 100 ALR2d 
525.

Propriety of considering hearsay  or 
o ther incompetent evidence in 
establishing probable cause for issuance of 
search warrant. )0 ALR3d 359.



§ 12.35.020 A l a s k a  S t a t u t e s § 12.35.030

Sufficiency of description, in search w ithout w arran t after lawful a rre s t as
w arran t, of apartm en t or room to be affected by lapse of time between, or
searched in multiple-occupancy structu re, difference in places of, a rre s t and search,
31 ALR3d 1330. 19 ALR3d 727.

Modern sta tu s of ru le  as tc valid ity  of Propriety of execution of search w arran t
nonconsensuaJ search and seizure made a t n ight time, 26 ALP-3d Sol.

Sec. 12.35.020. G rounds for issuance. A search warrant may be 
issued if t\ ' judicial officer reasonably believes any of the following:

(1) that the property was stolen or embezzled;
(2) tha t the property was used as a means of committing a crime;
(3) that the property is in the possession of a person who intends to 

use it as the means of committing a crime, or in possession of another 
to whom he may have delivered it for the purpose of concealing it or 
preventing its being discovered;

(4) that the property constitutes evidence of a particular crime or 
tends to show tha t a certain person has committed a particular crime;

(5) that either reasonable legislative or administrative standards for 
conducting a routine or area inspection with regard to air pollution are 
satisfied with respect to the particular place, dwelling, structure, 
premises, or vehicle, or there is reason to believe tha t a condition of 
nonconformity exists with respect to the particular place, dwelling, 
structure, premises, or vehicle. (§ 4.02 ch 34 SLA 1962; am §§ 1, 2 ch 
198 SLA 1968; am § 4 ch 86 SLA 1969; am § 14 ch 69 SLA 1970)

C ro ss  re fe rence . —  See Ct. R. 37(e). 7 (February 10. 1970).
L eg is la tiv e  h is to ry  r e p o r t  —  For C.J.S. re fe rence . —  79 C J.S . SearcheB 

report on ch. 69, SLA 1970 (HB 564), see and Seizures §i 63-84, 91-97, 112-117. 
1970 House Jou rna l Supp lem ent No. 2, p.

Sec. 12.35.025. Seizure of property . Property described in AS 
12.35.020 may be taken on a warrant from:

(1) a bouse or other place in which it is concealed or may be found;
(2) t e possession of the person by whom it was stolen, embezzled, or 

used in the commission of a crime;
(3) a person who is in possession of the property;
(4) the possession of a person to whom the property has been 

delivered for the purpose of concealing it or preventing its being 
discovered, or from a house or other place occupied by him or under his 
control. (§ 15 ch 69 SLA 1970)

L eg is la tiv e  h is to ry  re p o r t.  —  For consent for another to search or seizure, 31 
report on ch. 69, SLA 1970 iHB 5641. see ALR2d 107S.
1970 House Journal Supplem ent No. 2. p Validity of consent to search given by 
7 (February 10, 1970). one in custody of officers. 9 ALR3d S5S.

ALR re fe ren ce s . —  A uthority  to

Sec. 12.35.030. Show ing of p robab le cause.
Repealed by § 16 ch 69 SLA 1970.

28



& 12.35.040 C o n s  o r  C r im in a l  P r o v .e d l-r e g 12 35.080

E d ito r 's  no te . —  The repealed section 
derived from f 4.03, ch. 34. FLA 1962. 

L eg is la tiv e  histot-y le p o rL  —  For

report on ch. 69, SLA. 1S70 (HE 564). see 
1970 House Journal Supplement No. 2. p. 
7 (February 10, 1970).

Sec. 12.35.040. A u tho rity  o f officer executing w arran t. In the 
execution or service of a search warrant, the officer has the same power 
and authority in all respects to break open any door or window, to use 
the necessary and proper means to overcome forcible resistance made 
to him, or to call any other person to his aid as he has in the execution 
or service of a w arran t of arrest. (§ 4.04 ch 34 SLA 1962)

C ro ss  re fe ren ce . —  For discussion of 
knock and announce requ irem ent, see note 
to AS 12.25.100.

AS 12.25.100, in  c o n ju n c tio n  'with th is  
sec tion , e s ta b lish e s  th e  p ro c e d u re  fo r 
fo rc in g  e n try  in executing both a search 
w arran t and an a rres t w arran t. Davis v. 
S tate, Sup. Ct, Op, No. 1070 (File No. 
1973), 525 P.2d 541 (1974).

AS 12.25.100 and this section operate 
jointly to establish the procedure required 
for the lawful execution of a search 
w arran t. Lockwood v. State, Sup. Ct. Op. 
No. 1609 (File No. 3356), 591 P.2d 969 
(1979),

>ec. 12.35.050. D isposition of p roperty  taken. When the 
prcperty-js delivered to the judge or magjsJrtHe, he shall, if it was 
stolen or emB&shicL dispose of it as ppovfaed in AS 12.35.U9C and AS 
12.65.100. If it was takctvuiii_aw^rraht issueci on the grounds stated in 
AS 12.35.020(2) and (3), he^sHalhs<itain it in his possession, subject to 
the order of the court tcvSvhich he is reqtrn^dto return the proceedings 
before him, or^my other court in which the crntn^-yij-espect to which 
the piopprty was taken is triable. (§ 4.05 :h 34

O K

sec. 12.35.070. S earch  o f d e fendan t in p resence of judge o r 
m agistra te. When a person charged with a crime is believed by the 
judge or magistrate before whom he is brought to have on his person 
a dangerous weapon, cr anything which may be used as evidence of the 
commission of the crime, the judge or magistrate may direct the 
accused to be searched in his presence, and the weapon or other thing 
be retainec subject to his order or the order of the court in which the 
defendant may be tried. (§ 4.07 ch 34 SLA 1962)

Sec. 12.3tTr08CL_J_udge, m ag is tra te  o r officer to hold_jmopefty" 
allegedly stolen o r embezzI^drW^eimgn>pertv-eHege3To have been 
stolen or embezzled coraestint-crthe custody of a juc



§ 12.35.090 A l a s k a  S ta tu te s § 12.35.120

magistrate who examines the charge against the person accused of 
stealing or embezzling the property. (§ 4.08 ch 34 SLA 1962; am § 11 
ch S SLA 1971)

C ro ss  re fe re n c e . —  See Cr. R. 37ib). 
L eg is la tiv e  h is to ry  report- —  For

report on ch. E, SLA 1971 (KB 151, see 1971 
House Journal, p. 52.

yz. 12.35.090. Delivery of p rop e rty  to owner. On satisfjicio^ 
prooMSf'-ownership of the property,’ the judge or magistrate who 
examines the'~ckprge against the person accusM^ol stealing or 
embezzling it shall ortrert4tto be delivered^terfhe owner or his duly 
authorized agent, on his paymgT&e^^astffiabie and necessary expenses 
incurred in its preserv’a tio n ^ j^ e^ rx ilr^L bv  the judge or magistrate. 
The order entitles thg^owher to demand and^eter.'t-thejjossession of 
the property bpwioes not affect the rights of third persons'TWd)9 ch 
34 SLA JLS&h am § 12 ch 8 SLA 1971)

L eg is la tiv e  h is to ry  re p o rt. —  For 
repo rt on ch. 6, SLA 1971 (HB 15). see 1971 
House Jou rna l, p. 52.

Sec.—12^35.100. P ro p e rty  no t deliveredtp-evtner. If the property 
stolen or emPer^-ed-hasnot been de]ivefea to the owner, the court 
before which the trial lsTfSdT^or^^fee-Jhgftor embezzlement of the 
property may order it£-eteITvery to the owner'T7r-bi£_a£ent under the 
conditions of .^S-'Kf35.090. (§ 4.10 ch 34 SLA 1962)

Sec. 12.35.110. D isposal of unclaim ed propertv^-Tf"^property 
stolen o r’fltrrbepzled is not claimed by the ownerwdthm 60 days after 
the conviction oTTht-pi«rson for stealing operrtbezziing it, the judge, 
magistrate or other ofncer%gydng i^rTcustody shall, if ii is money, 
deposit it in court, or if it is other’pK^jerty, sell it in the same manner 
as a sale upon an execi^DnTAfter paying~Ttrc~&xpenses of the sale and 
preservation of theprtJpen.y as certified by the courtTthe-proceeds shall 
be disposed ofarfthe same manner as money collected uponjlrdgpents 
in favo r^fthe state. (§ 4.11 ch 34 SLA 1962: am ? 13 ch 8 SLA 1971)

C ro ss re fe re n c e . —  Se t Cr. R. 37ibi. 
L eg is la tiv e  h is to ry  re p o rt. —  For

report on ch. 6. SLA 1971 (HB 15), see 1971 
House Jou rna i, p. 52.

Sec. 12.35.120. Definition of search w arran t. A search warrant 
is an order in writing, signed by a judge or magistrate, directed to a 
peace officer, commanding him to search for personal property and 
bring it before the judge or magistrate. 4.01 ch 34 SLA 1962: am 
§ 14 ch 8 SLA 197D

r



E v i d e n c e  R u l e s 901
ARTICLE IX. DOCUMENTARY EVIDENCE 

Rule 901. Requirement of Authentication or Iden­
tification.

The requirement of authentication or identification as a 
condition precedent to admissiblity is satisfied by evidence 
sufficient to support a finding th a t the m atter in question is 
what its proponent claims, except as provided in paragraphs
(a) and (b) below:

(a) Whenever the prosecution in a criminal trial offers
(1) real evidence which is of such a  nature as not to be readily 
identifiable, or as to be susceptible to adulteration, contami­
nation, modification, tampering, or other changes in form at­
tributable to accident, carelessness, error or fraud, or (2) testi­
mony describing real evidence of the type set forth in (1) if 
the information on which the description is based was acquired 
while the evidence was in the custody or control of the prose­
cution, the prosecution must firs t demonstrate as a matter of 
reasonable certainty th a t the evidence is a t the time of trial or 
was a t the time it was observed properly indentified and free 
of the possible tain ts identified by this paragraph.

(b) In any case in which real evidence of the kind des­
cribed in paragraph (a) of this rule is offered, the court may 
require additional proof before deciding whether to admit or 
exclude evidence under Rule 4.03. (Added by Supreme Court 
Order 364 effective August 1,1979)
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JX ia sk a  le g is la t u r e

Senate
Committee on judiciary Pouch v

S ta te  C ap ito l 
J u je a u ,  A lask a  99811

MINUTES OF THE SENATE Jl'DICIARY COMMITTEE

OF

APRIL 7, 1982

Butrovich Committee Room, State Capitol Juneau, Alaska 

Legislation Before Committee:

SB 686 - "An Act relating to the return of property received or 
seized by law enforcement agencies or acquired as 
evidence in a criminal proceeding."

SB 863 - "An Act providing for the award of costs and attorney fees 
incurred by defendants acquitted of offenses and by 
individuals who prevail in certain state administrative 
proceedings; changing Rules 79 and 82, Rules of Civil 
Procedure; and providing for an effective date."

HB 194 - "An Act relating to prisoner employment and correctional 
industries; and providing for an tfective date."

The meeting cf the Senate Judiciary Committee was called to order by 
Chairman Rodey at 1:35 P.M. Committee members present were: Senators 
Rode/, Ray, Parr, and Anderson. Senator Bennett was absent.

002 - Call to order.

005 - Chairman Rodey brought SB 686 before the committee.

179 - Senator Ray moved that on Page 2, Line 22, delete [six months] and 
insert vO days. There was no objection

202 - Senator Parr moved to pass SB 686 with individual recommendations. 
There was no objection.

228 - Chairman Rodey brought SB 863 before the committee.

245 - Ron Lorenson, Department of Law, testified that the committee 
substitute was superior to the original bill and that the fiscal imr.ct 
would be considerably smaller.

773 - Gary Jenkins, National Federation of Independent Business' 
testified in favor of this bill, but asked the committee id adopt 
language which would allow individuals that file against the state in 
tax cases be covered for attorney fees.

Official Buainess
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820 - Chairman Rodey directed Mr. Bruce to work with Mr. Asper to 
prepare language to include all state agencies within the.bill, 
including the University of Alaska. Staff was directed to delete 
[offense or] on Line 24, Page 1, and to draft language to meet Mr. 
Jenkins concerns.

845 - SB 863 returned to file.

SIDE TWO

284 - Chairman Rodey brought HB 194 before vhe committee.

295 - Mr. Stark, ‘Department of Law, testified in favor of HB 194.

635 - Mr. Charles Campbell and Mr. Roman, Department of HESS, Division 
of Corrections, testified in favor of this bill.

684 - HB 194 returned to file.

756 - Adjourned 3:05 P.M.
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(A la s k a  Jsfo ite  ^ Leg is la tu re

S e na f e
Committee on judiciary 

MINUTES OF THE SENATE JUDICIARY COMMITTEE

Pouch V 
State Capitol 

Juneau, Alaska 99811

OF

AP~ IL 5, 1982

Butrovich Committee Roor, State Capitol Juneau, Alaska 

Legislation Before Committee:

SB 327 - "An Act relating tr parole of offenders; continuing the 
existence of the Eoerd of Parole; and providing for an 
effective date."

HB 377 - "An Act relating tc factors in aggravation for purposes of 
imposing presumptive terms of imprisonment for felonies."

SB 686 - "An Act relating tc the return of property recovered or 
seized by law enforcement agencies or acquired as 
evidence in a cririnal proceeding."

SB 864 - "An Act continuing the existence of the Alaska Code
Revision Commission and amending the statutes relating to 
its responsibilities."

The meeting of the Senate Judiciary Committee was called to order by 
Chairman Rodey at 1:40 P.M. Corrrittee members present were: Senators 
Rodey, Ray, Parr, and Anderson. Senator Bennett was absent.

002 la 11 to order.

005 - Chairman Rodey brought SB 327 before the committee.

027 - Senator Anderson moved to celete [S100] and insert SI50 on Page 3,
Line 1. Senator Ray objected.

076 - Senator Anderson's amendment was adopted with Senator's Rodey, 
Parr, and Anderson a yes vote. Senator Ray voted no.

124 - Senator Parr moved to pass 3E 327 with individual recommendations.
There was no objection.

184 - Chairman Rodey brought SB 2:4 before the committee.

220 - Mr. Bruce goes over laneua:e.
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417 - Senator °arr moved that beginning on Page 2, Line 24 the following
’’language be aaded: Each draft of legislation submitted by the
commission shall be accompanied by a sectional analysis; the ccnmission 
shall prepare the sectional analysis usino iar.ouaoe that is 
understandable to a layman. There was no objection.

531 - Senator Ray moved to strike Sec. 4 of the committee substitute 
beginning on Pcge 2, Line 21: [(2) establish one or more subcommissions
to assist it in the performance of its duties; the commission may 
appoint any person to serve on a subcommission established under this 
paragraph?] There was no objection.

547 - Senator Ray moves to pass SB 864 with individual recommendations. 
There was no objection.

558 - Chairman Rodey brought HB 377 before the committee.

560 - Mr. Bruce explains the committee substitute.

640 - Senator Anderson moved to adopt the committee substitute for HB
377. Senator Ray objected on the basis that the committee substitute is 
not germane to the original bill.

659 - Senator Anderson moved to pass HB 377 pending the chair's decision 
on germaneness.

675 - Chairman Rodey brought SB 686 before the committee.

677 - Pat Corheady, Department of Law, testified, giving the changes in 
the bill.

107 - Don Marneson, representing the Alaska Retailers Association, 
testified in favor of photographing evidence.

180 - SB 686 returned to file.

183 - Adjourned at 3:15 P.M.
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IN T H E  SENATE BY T H E  J U D I C I A R Y  C O M M I T T E E

CS FOR S E N A T E  BI L L  NO. 686 (Judiciary)

IN T H E  L E G I S L A T U R E  OF THE ST A T E  OF ALASKA

T W E L F T H  L E G I S L A T U R E  - S ECOND SESSION

A BILL

For an Act. entitled: "An Act rela t i n g  to the r e t u r n  of p r o p e r t y  recovered or

seized b y  law enforcement agencies or acqu i r e d  as 

e v i d e n c e  in a criminal proceeding: and changing

Rule 901, Alaska Rules of E v i d e n c e . "

BE IT ENACTED BY T H E  LEG I SLA TIT. 3 OF T H E  STATE OF ALASKA:

* Section 1. AS 1 2 . 3 5 . 0 2 5  is amended by adding n e w  subsections to read:

(b) W h e n  p r o p e r t y  ic seized under this chapter, the peace officer 

taking the p r o p e r t y  shall give to the person from wh o m  or from whose 

premises the p r o p e r t y  was ta k e n  a copy of the warrant, a copy of the 

supporting affidavit, and a receipt for the property taken, or shall 

leave the copies and the receipt at the p l a c e  from w h i c h  the property 

was taken.

(c) T h e  r e t u r n  of the warrant to the court shall he made promptly 

and shall he a c c o m p a n i e d  by a w r i t t e n  i nventory of the property taken. 

The inventory shall be made in the pres e n c e  of the a p plicant for the 

warrant a n d  the p erson from whose p o s s ession or premises the property 

was taken, if they are present, or in the presence of at least one other 

person as witness.

(d) The inventory required b y  (c) of this s e c t i o n  shall be signed 

by tile peace o f f icer under penalty of p e r jury u n d e r  AS 09.63.020. The 

judge or m a g i s t r a t e  shall, up o n  request, d e l iver a copy of the inventory 

to the p e r s o n  f r o m  w h o m  or from whose premises the property was taken 

and to the a p p l i c a n t  for the w a r r a n t .

* Sec. 2. AS 12 is amended b y  a dding a new chapter to read:

1 - CSSB 686(Jud)
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CHAPTER 36. D I S P O S I T I O N  OF RECOVERED OR SEIZED PROPERTY.

Sec. 12.36.010. PROPERTY DISPOSITION. When prop e r t y  not b e l o n g i n g  

to a law e nforcement agency comes into the custody of the agency, the 

prop e r t y  shall be disposed of in accordance with this chapter.

Sec. 12.36.020. R E T U R N  OF PROPERTY. (a) A law e n f o r c e m e n t  agency 

may return p r o p e r t y  in its c u s t o d y  to the owner or the agent of the 

o w n e r  if

(1 ) the prop e r t y  is not in custody in c o n n e c t i o n  w i t h  a 

children's court proceeding, a criminal proceeding, or an official 

i n v e s t i g a t i o n  of a crime; n d

(2 ) the p r o p e r t y  i n  custody is not subject to fo r f e i t u r e  

un d e r  the laws of the state.

(b) In a criminal pro c e e d i n g  or a children's court pr o c e e d i n g  

i n volving the wron g f u l  t aking or damaging of property wh e r e  p h o t o graphs 

of the prop e r t y  are used as e v i d e n c e  in place of the property, the 

pr o s e cuting a t t o r n e y  may r e l e a s e  the property to the owner upon p r e s e n t a­

tion of satisfactory proof of ownership.

(c) If w r o n g f u l l y  taken or damaged property is n ot p h o t o g r a p h e d  

a n d  a u t h e n t i c a t e d  un d e r  AS 1 2 .80.050 and the p r o p e r t y  is used as e v i­

dence in a criminal p r o c e e d i n g  or a children's court proceeding, the law 

e n f o r cement agency in p o s s e s s i o n  of the property shall r e t u r n  it to the 

owner upon p r e s e n t a t i o n  of s a t i s f a c t o r y  proof of ownership w i t h i n  60 

days after the final d i s p o s i t i o n  of the case.

Sec. 12.36.030. D I S P O S A L  OF U N C L A I M E D  PROPERTY USED AS EVIDENCE,

(a) If prop e r t y  that is used as evidence in a criminal p r o c e e d i n g  or a 

children's court proceeding, i n cluding w r o ngfully taken or damaged 

property, is not laimed b y  the owner within one y e a r  after the final 

di s p o s i t i o n  of the case, the law enforcement agency h a v i n g  c u s t o d y  o f  

the property shall dispose of it un d e r  (b) of this section.

-2- CSSb 686(Jud)



(b) If the property to be disposed of is money, the law e n f o r c e­

ment agency shall deposit it in the court or, if it is property o t h e r  

than money, sell it in the same m a n n e r  as a sale upon execution. After 

p a ying the expenses of the sale and the preser v a t i o n  of t he property, 

the law enforcement agency shall d i s pose of the proceeds of the sale in 

the same manner as money c o l l e c t e d  upon a judgment in favor of the 

state.

Sec. 12.36.040. DISPOSAL OF PROPERTY W H E N  O W N E R  UNKNOWN. W h e n  the 

owner of property is u n k n o w n  and the prop e r t y  comes int o  the p o s s e s s i o n  

of a law enforcement agency as suspected e v i d e n c e  of a crime but is not 

used in a criminal pr o c e e d i n g  or a children's co u r t  proceeding, or when 

the property comes into the p o s s e s s i o n  of a lav; en f o r c e m e n t  a gency b y  

other means, the property shall be h e l d  for two years. If the prop e r t y  

is not claimed w i t h i n  two years of the date it comes w i t h i n  the p o s s e s­

sion of a lav; e n f o r c e m e n t  agency, the property shall be disposed of as 

provided in AS 12.36.030(b).

Sec. 12.36.090. DEFINITION. In this chapter,

(1) "final d i s p o s i t i o n  of a case" means the time w h e n  all 

appeals have bee n  exhausted or the time whe n  all appeals that c o u l d  hav e  

been taken has expired;

(2) "law enforcement agency" means a public agency that 

performs as one of its principal functions an a c t i v i t y  r e l a t i n g  to crime 

prevention, control, or r e d u c t i o n  or r e l a t i n g  to the enforcement of the 

criminal law; "law e n f o r c e m e n t  agency" does not include a court;

(3) "peace o f f i c e r "  means a public s rvant vested by law w i t h  

a dut y  to maintain public o r d e r  or to make arrests, whether the du t y  

extends to all offenses or is limited to a specific class of offenses or 

o f f e n d e r s .

Sec. 3. AS 12.80 is amended b y  a d ding a new s e c t i o n  to read:
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;

 ̂ 1 Sec. 12.80.050. P H OTOGRAPHIC E V I D E N C E  OF PROPERTY W R O N G F U L L Y  TAKEN

• «

2 O R  DAMAGED. (a) In a criminal proceeding or a children's court p r o c e e d­

r-,: 3 i ng i nvolving the wrongful talcing or d a m a g i n g  of property, p hotographs

:•! -1 of the property are c o mpetent evidence of the property and a r e  admissible

1 5 in the pro c e e d i n g  to the same extent as if the property had b e e n  i n t r o­

6 du c e d  as evidence.

7 (b) P hotographs of property that are to be introduced as evidence

8 un d e r  this section shall be a c c o m panied b y  a written description of the

9 property, the name of the owner of the property, the location wh e r e  the

i io a l l eged crime occurred, the name of the i n v e s t i g a t i n g  peace officer, the

11 dat e  the p h o t o g r a p h  was taken, a n d  the name and s ignature of the p h o t o­

1 12 grapher. The w r i t t e n  de s c r i p t i o n  shall be s igned b y  the i n v e s t i g a t i n g

13 p e a c e  o f f icer un d e r  p e n alty of p e r jury under AS 09.63.020.

!; 14 * Sec. 4. AS 1 2.35.050 a n d  1 2 . 3 5 . 0 8 0  - 1 2 .35.110 a r e  repealed.

15 * Sec. 5. A S  12.80.050 added in sec. 3 of this Act ha' the effect of

| 16 a m e n d i n g  Rule 901, A laska Rules of Evidence, b y  sp e c i f y i n g  r e q u i r e m e n t s  for

17 the a u t h e n t i c a t i o n  of p h o t o g r a p h i c  evidence of property u n l a w f u l l y  taken or

18
damaged.

- 19

20 j
21 I
22

1
23

1
24 I
25 1
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28

j 29
,

-4- CSSB 686(Jud)



Introduced: 1/27/82
Referred: Jud i c i a r y

BY RODEY, BRADLEY. DANKWORTH.
IN THE SENATE KELLY. K E R T T U L A  AND RAY

SENATE BILL NO. 686 

IN THE LE G I S L A T U R E  OF THE STATE OF ALASKA 

T W E L F T H  L E G I S L A T U R E  - SECOND SESSION 

A BILL

For an Act entitled: "An Act r e l a t i n g  to the return of property r ecovered or

seized by law enforcement agencies or acquired as 

evidence in a criminal proceeding."

BE IT ENACTED BY THE L EGISLATURE OF T HE STATE OF ALASKA:

* S e c t i o n  1. AS 12 is amended by adding a new chapter to read:

CHAPTER 38. RETURN OF R E C O V E R E D  OR SEIZED PROPERTY.

Sec. 12.38.010. PROPERTY IN CUSTODY OF PEACE OFFICER. When p r o p­

erty not bel o n g i n g  to a lav/ enforcement a gency or to its peace officers 

comes into the c u s tody of the agency or its peace officers, the p r o p e r t y  

shall be disp o s e d  of in accordance w i t h  the provisions of this chapter.

Sec. 12.38.020. RELEASE OF PROPERTY WITH NO EVIDEN T I A R Y  VALUE, 

(a) Except whe n  p r o hibited by this chapter, a peace officer shall 

i mmediately release prope r t y  in his custody to the owner or agent of the 

owner without d e l i vering it for r ecording in the property boo k  in a c c o r­

dance with AS 12.38.060, if

(1) the peace officer rea s o n a b l y  believes that the property 

will have no evidentiary value in a criminal proceeding:

(2) the owner Is known,-

(3) the owner or agent of the owner presents proper personal

i d entification and r e a s onable pr- of of ownership;

(4) the peace officer r e a s onably determines that ownership of

the p r o p e r t y  is und i s p u t e d  by

(A) i nforming the person claiming ownership or his agent 

that release of the property is without prejudice to the state, to
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the p e r s o n  from w h o m  custody was taken, or to any other person who 

may ha v e  a c l a i m  to the property, incl u d i n g  the person, if any, 

accused of theft of the property;

(B) asking the person claiming ownership of the property 

or his agent whether he knows of any ether persons claiming o w n e r­

ship of the property; and

(C) checking the criminal j u s tice i n f o r mation s ystem for 

ownership information if it is possible that the p r o p e r t y  is r e­

corded in the system;

(5) the owner or the agent of the owner signs a property 

release for m  in accordance with AS 12.38.040.

(b) If a peace officer is unable to immedi a t e l y  release property 

under (a) of this section because the owner is net known, the peace 

officer shall attempt to locate the owner at the earliest possible time 

and shall inform the owner of the r e c o v e r y  of the property and the 

r e l ease procedures. If the peace officer is u n a b l e  to release the 

prop e r t y  by the end of his work shift, he shall deliver the property to 

the person w ho has the duty of recording it in a p r o p e r t y  book under 

AS 12.38.060.

Sec. 12.38.030. RELEASE OF PROPERTY THAT HAS E V I D E N T I A R Y  VALUE.

(a) Except when prohibited by AS 12.38.050, a peace officer shall 

release p r o p e r t y  in his custody to the owner or agent of the owner, even 

if the p r o p e r t y  has potential e videntiary value in a criminal p r o s e c u­

tion, without first recording the property in a property bo o k  in a c c o r­

dance with AS 12.38.060, if

(1) the requirements of AS 12.38.020(2) - (5) are satisfied;

(2) in the case of property h a v i n g  potential e v i d e ntiary 

value in a felony prosecution, photographs are taken at the scene of the 

crime or at the peace officer's headquarter:; tne photographs must depict
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(A) the property owner, his agent, or the v ictim of the

offensei

(B) the property to be released;

(C) the report number w r i tten on card stock propped up 

or h e l d  by a person in the photograph; and

(D) u nique or d i s t i n guishing characteristics that may be 

be n e f i c i a l  in identifying the property;

(3) in the case of prop e r t y  having potential evidentiary 

value in a m i s d e m e a n o r  prosecution, the peace officer makes taking of 

photographs as set out in (2) of this subsection a prerequisite to 

re l e a s e  of the property;

(4) the owner or agent of the owner agrees, as e v idenced by 

his signature on the property release form under AS 12.38.040, that he 

will not alter or dispose of the released p r o p e r t y  until notified that 

the case is of f i c i a l l y  closed or adjudicated, with the following e x c e p­

tions :

(A) perishable items, including consumable items with 

b roken seals, need not be retained;

(B) if the property to be released has evidentiary value 

in a prosecution for theft of the first or second degree, is part

of a m e r c h a n t ' s  inventory, and there are several items being

returned, the merchant must retain only one r epresentative item 

until the case is officially closed or ad j u d i c a t e d  and the other 

items m a y  be returned to inventory for sale;

(C) if the prop e r t y  to be rele a s e d  has evidentiary value 

in a pr o s e c u t i o n  for theft of the third or fourth degree, is part

of a m e r c h a n t ' s  inventory, and the merchant intends to prosecute,

the peace officer may allow the merchant to return a released item 

to i n ventory for sale if the m e r c h a n t  or his agent, in the presence
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of the peace officer, takes a color p h o tograph d e picting the suspect 

(if h e  is on the merchant's premises and does not refuse to be 

p h o t o g r a p h e d ) , the stolen property, and a large sheet of white 

paper con t a i n i n g  a complete description of the stolen items and the 

date of the incident;

(5) before release of the property the peace officer marks 

items to be r e t a i n e d  by the owner with an identifying number in an 

inconspicuous place.

(b) If a pe a c e  officer is unable to release p r o p e r t y  with potential 

ev i d e n t i a r y  value in accordance with this section, he shall deliver it 

to the p e r s o n  r e s p o nsible for recording it in a p r o p e r t y  boo k  as set out 

in AS 12.38.060.

Sec. .12.38.040. PROPERTY RELEASE FORM. (a) P r o p e r t y  in the 

custody of a peace officer or law enforcement a gency m ay not be rele a s e d  

to the owner or agent of the owner unless the owner or agent executes a 

property release form containing the following:

(1) the name of the owner;

(2) a d e s c r iption of the released property, including serial 

number, manufacturer, model, and d i s t i n guishing characteristics;

(3) a de c l a r a t i o n  that the property is owned by the p e rson 

whose name is listed as the owner;

(4) the date;

(5) the s i gnature of the releasing officer;

(6) the name of the p e r s o n  a uthorizing release;

(7) a notation of whether the prope r t y  was r e l e a s e d  at the 

scene of the crime or in the station;

(8) a statement that

(A) the p r o p e r t y  has no eviden t i a r y  value in a criminal 

pr o c eeding and that the owner is not required to r etain the item
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for use as evidence; or

(B) the owner has bee n  advised that he must produce the 

released p r o p e r t y  if requ i r e d  by the court as evidence in a criminal 

pr o c e e d i n g  in con n e c t i o n  with its original loss, and that he should 

not dispose of the rele a s e d  prop e r t y  or alter the physical c h a r a c­

teristics until after criminal p r o s e c u t i o n  invo l v i n g  the loss of 

the prop e r t y  is c o mpleted since doing so could s e riously impair the 

p r o s e c u t i o n ;

(9) prope r t y  r e l ease form number.

(b) Whe n  an officer executes the p r o p e r t y  release form, he shall 

strike the statements set out in a c c o rdance w i t h  (a)(8) of this section 

according to w h e ther or not the property released must be retained by 

the owner for its e v i d e n t i a r y  value.

Sec. 12.38.050. PROPERTY THAT MUST BE RECORDED IN P R O P E R T Y  BOOK.

A peace officer m ay not release the following p r o p e r t y  but shall deliver 

it to the p e r s o n  responsible for r e c o r d i n g  it in a p r o p e r t y  b o o k  under 

AS 12.38.060:

(1) items taken as the result of a search warrant;

(2) money;

(3) items that cannot be examined at the scene of the crime 

but must be pro c e s s e d  by a crime laboratory;

(4) items used as weapons in the com m i s s i o n  of a crime;

(5) items that, alth o u g h  not n o r m a l l y  c o n s idered weapons, 

tend to show the a g g ravated nature of a crime;

(6) unlawful property.

Sec. 12.38.060. PROPERTY CONTROL DUTIES O F  LAW E N F O R C E M E N T  AGENCY,

(a) Each law enforcement agency shall maint a i n  a prop e r t y  book in which 

shall be entered a de s c r i p t i o n  of each article of p r o p e r t y  delivered by 

a peace officer for recording. The law e nforcement a gency shall attach



a number to each article c o r r e s p o n d i n g  to the entry in the p r o p e r t y  book 

and shall record all ava i l a b l e  i n f o r mation pertair.‘ng to the o w nership 

of each article. The law enforcement agency may engrave or embed an 

identification n umber on an article from wh i c h  a serial number has been 

r e m o v e d .

(b) Each law en f o r c e m e n t  agency shall f ollow the procedure, set 

out in AS 12.38.020 and 1 2 .38.030 in releasing prop e r t y  d e s c r i b e d  in 

those sections to the rightful owner, including m aking reasonable efforts 

to locate as early as p o s s i b l e  the owner of prop e r t y  that m a y  be i m m e d i­

ately released.

(c) Each law e n f o r cement a g e n c y  shall arrange a h e a r i n g  under 

AS 12.39.030 before a ju d g e  or mag i s t r a t e  in the iudicial dist r i c t  where 

the property is located to a d j u dicate disputed o w nership of p r o p e r t y  in 

its custody that it is au t h o r i z e d  to release. The law enforc e m e n t  

agency shall provide the judge or ma g i s t r a t e  w i t h  the names of all

claimants, including the p e r s o n  from whose custody the p r o p e r t y  was

taken and the person, if any, accused of theft of the property.

(d) The law enforcement agency shall attempt to locate the owner 

of property listed in AS 12.38.050(1) - (5) and shall release the 

property to the owner upon

(1) receipt of a u t h o r i z a t i o n  from the p r o s e c u t i n g  attorney 

when the criminal i n v e s t i g a t i o n  involving the property is closed or the 

criminal prosecution is c oncluded or dismissed; or

(2) order of a judge or ma g i s t r a t e  in the judicial district

where the property i.s located.

(e) The law e n f o r c e m e n t  agency shall destroy, sell, or otherwise 

dispose of property used iî  the commission of a crime for which the 

owner of the property is con v i c t e d  and unlawful prope r t y  acco r d i n g  to 

the order of a judge or mag i s t r a t e  in the judicial district where the
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(f) Except as provi d e d  in AS 12.38.070, the law enforcement agency 

shall dispose of u n c l a i m e d  property that is a u t h orized to be released 

and that remains uncl a i m e d  one year after the date it is a u t horized to 

be released. Disposal shall be in accordance w i t h  the procedures set 

out in AS 34.49 (Unclaimed Property).

(g) Prop e r t y  relea s e d  or disposed of under this section is releasee 

or disposed of w i t hout p r ejudice to tie state or to a p e r s o n  accused of 

theft of the prop e r t y  or to the p erson fr o m  w h o m  the p r o p e r t y  was taken 

or to any other person who may hav e  a c l a i m  to the property.

Sec. 12.38.070. D I S P O SITION OF MO N E Y  NOT USED AS EVIDENCE. (a)

If mo n e y  recei v e d  by a law e nforcement agency as part of a criminal 

i n v e s t i g a t i o n  does not become evidence in a criminal p r o s e c u t i o n  and 

does not b elong to the agency, the money shall be returned to the owner, 

if known, at the close of the investigation.

(b) Money desc r i b e d  in (a) of this section that remains unc l a i m e d  

one year after the inves t i g a t i o n  is closed may be d eposited w i t h  the 

state Department of Revenue or with the treasurer of the political 

subdiv i s i o n  of the state served by the lav; e nforcement agency. Upon the 

e xp i r a t i o n  of two years after the deposit, the department or the 

treasurer shall cause a notice to be published once a w e e k  for two 

successive weeks in a newspaper of general ci r c u l a t i o n  pub l i s h e d  in the 

political s u b d i v i s i o n  served by the law enforc e m e n t  agency, except that 

in the case of money deposited with the state, the department shall 

cause the p u b l i c a t i o n  to be made in the b o r ough or boroughs appropriate 

to effect the r e t u r n .

(c) The notice requi r e d  by (b) of this s e c t i o n  shall state the 

amount of money, the circumstances of * is deli v e r y  to or recovery by the 

law enforcement agency, and that it is p r o p o s e d  that the m o n e y  will
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become the p r o p e r t y  of the state or political s u b d i v i s i o n  of the state, 

as the case may be, on a d e s i gnated date not less than 45 days or more
I

than 60 days after the first p u b l i c a t i o n  of the notice.

(d) Unless a p e rson files a veri f i e d  complaint seeking to recover 

all or part of the mo n e y  in a court of competent j u r i s d i c t i o n  w i thin the 

judicial district in wh i c h  the notice is published, and serves a copy of 

the complaint and the summons issued on the c o mplaint u p o n  the f apartment 

of Revenue or the t r easurer b efore the date d e s i gnated in the notice, on 

that date the money becomes the prop e r t y  of the state or political 

subdiv i s i o n  of the state.

Sec. 12.38.080. DEFINITIONS. In this chapter

(1) "law e nforcement agency" means a public agency that 

performs as one of its principal functions activities p e r t a i n i n g  to law 

e nforcement as defined in AS 12.62.070(5);

(2) "peace officer" means a public servant vested by law with 

a duty to maint a i n  public order or to make arrests, whether the duty 

extends to all offenses or is limited to a specific class of offenses or 

o f f e n d e r s ;

(3) "unlawful prop e r t y "  means a dangerous or d eadly weapon, 

narcotic or poison drug, explosive, or p r o p e r t y  of any kind or character 

that the law makes unlawful to possess.

* Sec. 2. AS 12 is amended by adding a new chapter to read:

CH A PTER 39. DISPOSITION O F  EVIDENCE.

Sec. 12.39.010. P R O P E R T Y  IN CUSTODY OF COURT OR O F F I C E R  OF COURT. 

W h e n  property comes into the custody of the court or an officer of the 

court for use as evidence in a criminal prosecution, w h e ther or not 

actually introduced into evidence, the court or an o f f icer of the court 

shall dispose of the property in a c c ordance wi t h  the provisions of this 

c h a p t e r .
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Sec. 12.39.020. D I S P O S I T I O N  OF E X H I B I T  WHEN O W NERSHIP NOT DISPUTED,

(a) If the o w nership of p r o p e r t y  acquired as an exhibit in a criminal 

proceeding is u n d i s p u t e d  and the owner can be r e a sonably ascertained, 

the court or the officer of the court who has custody of the property 

shall n o tify the owner of the location of the property and the procedure 

for o b taining p o s s e s s i o n  of the property. Notice must be given at the 

time the c o n v i c t i o n  or at the time the judgment or other termination of 

the proceedings becomes final. After the expiration of three months 

from the time n otice is given, the court or an officer of the courc may, 

on ap p l i c a t i o n  of the owner or agent of the owner, order the property 

delivered to the owner or agent. If a criminal proceeding results in an 

order granting probation, the prop e r t y  may be delivered after final 

d e t e r m i n a t i o n  of an appeal of the order or after the time for appeal has 

elapsed but no sooner than after the expiration of three months.

(b) If the owner of an exhibit other than a d ocumentary exhibit is 

unknown or fails to ap p l y  for the return of the exhibit, the procedure 

for its d i s p o s i t i o n  is as follows:

(1) After the e x p i r a t i o n  of one year from the time the c o n v i c­

tion becomes final or, if the criminal proceeding has not resulted in a 

conviction, at any time after the judgment becomes final or the p r o c e e d­

ing is dismissed, the court shall make an order specifying what exhibits 

m a y  be released from the c u s t o d y  of the court without prejudice to the 

state. Upon receipt of the order, the clerk of the court shall dispose 

of the exhibits by f o llowing the procedures set out in AS 3A.49 (Un­

claimed P r o p e r t y ) .

(2) If the exhibit consists of money, the clerk or other 

officer of the court h a v i n g  custody of the money shall dispose of it 

following the pro c e d u r e  set out in AS 12.38.070(b) - ( d ) .

(c) If the owner of a d ocumentary exhibit is unknown or fails to
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apply for the r e turn of the exhibit, after the e x p i r a t i o n  of one year 

from the time the c o n v i c t i o n  becomes final or, if the criminal p r o c e e d­

ing has net resulted in a conviction, at any time after the judgment 

becomes final or the proceeding is dismissed, the court shall make an 

order requiring the exhibit to be destroyed. However, an order a u t h o­

rizing the de s t r u c t i o n  of a d o c u m entary exhibit m a y  not be made if the 

d estruction of the exhibit wo u l d  prejudice the state.

(d) Not w i t h s t a n d i n g  (a) - (c) of thi9 section, the court may, on 

application of the owner of an exhibit or the agent of the owner, order 

an exhibit d e livered to the applicant before the final d e t e r mination of 

the criminal pro c e e d i n g  u p o n  st i p u l a t i o n  of the parties to the p r o c e e d­

ing if

(1) p r ejudice will not be suffered by either party;

(2) it is not otherwise unlawful to release the exhibit;

(3) a full and complete p h otographic r e cord is made of the

exhibit released.

(e) The court shall order the destruction, sale, or other a p p r o p r i­

ate disposition of an exhibit that was used as an i n s trumentality in the 

commission of a crime for wh i c h  the accused is convicted or that is 

considered unlawful prop e r t y  as defined in AS 12.38.080. An order m a y  

not be issued under this su b s e c t i o n  unless the court has determined that 

prejudice will not be suffered by the state or the accused.

Sec. 12.39.030. DI S P O S I T I O N  OF EXHIBIT WHEN OWN E R S H I P  IS DISPUTED,

(a) The court shall give n otice by registered mail to all persons 

claiming ownership of an exhibit in the custody of the court or an 

officer of the court, the p erson fr o m  whom custody of the property was

taken, and the p erson accused of theft of the item. The notice must

contain the date, time, and place of the h e a ring to be conducted to 

determine the o w nership of the exhibit.

-10- SB 686
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(b) At the h e a r i n g  the court or an officer of the court shall 

receive evidence of ownership of the p r o p e r t y  concerned and order d i s­

pos i t i o n  of the property.

(c) D e l i v e r y  of p r o p e r t y  made under AS 12.38 or AS 12.39.020 may 

be reviewed under the procedures set out in this section upon applicatior 

of a p erson claiming ownership of property delivered to another.

(d) The court shall adjudicate under the procedures set out in 

this section any property dispute refe r r e d  under AS 12.38.060(c).

(e) Delivery of p r o p e r t y  under this section is without p r e j u d i c e  

to the state.

Sec. 12.39.040. EVIDENCE RESU L T I N G  FROM SEARCH AND SEIZURE.

N othing in this chapter affects the right of a person a g g r i e v e d  b y  an 

u nlawful search and seizure to seek redress under the p r o v isions of Rule 

37, Rules of Criminal Procedure.

* Sec. 3. AS 12.35.050 is repealed and r e e n a c t e d  to read:

Sec. 12.35.050. DISPOS I T I O N  OF PROPE R T Y  TAKEN. P r o p e r t y  seized 

under a search warrant shall be disposed of in accordance with AS 12.38 

and AS 12.39.

* Sec. 4. AS 12.35.070 is amended to read:

Sec. 12.35.070. SEARCH OF D E FENDANT IN PRESENCE OF JUDGE OR 

MAGISTRATE. When a person charged with a crime is belie v e d  by the judge 

or m a g i strate before w h o m  he is brought to have on his p e r s o n  a dangerous 

weapon, or anyt h i n g  w h i c h  m a y  be used as evidence of the c o m m i s s i o n  of 

the crime, the judge or m a g i strate m ay direct the a c c used to be searched 

in his presence, and the w e a p o n  or other thing be retained subject to 

the provisions of AS 12.38 and AS 12.39 [HIS ORDER OR T HE ORDER OF THF 

C O U R T  IN H..ICH THE DEFENDANT MAY BE TRIED].

* Sec. 5. AS 12.35.080 - 12.35.110 are repealed.
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22-CC: (Rev. 12/51)



I I I .  ANALYSIS (C on t in u ed )
SB 687 P a g e  2 of 2

SB 687 a l s o  r e q u i r e s  the t r a n s c r i p t i o n  o f  e a ch  re corded  s e a r ch  warrant  p r o ­
c e e d i n g .  The  C our t  System i s  n o t  equ ipped  to  produce  t h i s  number o f  t r a n s c r i p t s  
s t a t e w i d e ,  and to a c h i e v e  the  r e q u i r e d  l e v e l  o f  t r a n s c r i p t i o n  would c o s t  a 
tremendous  b u t  unknown sura o f  money. The C o u r t  System opposes  the au tom a t i c  
t r a n s c r i p t i o n  r equ i r em en t ,  s i n c e  any  warran t s  t h a t  are c h a l l e n g e d  can a lways  
be t r a n s c r i b e d  upon r equ e s t .  I f  t h i s  b i l l  p a s s e s  w i t h  t h i s  p r o v i s i o n  s t i l l  
i n ,  i t  w i l l  be n e c e s s a r y  f o r  the  u o u r t  System to  p r o v i d e  an a c c u r a t e  e s t im a t e  
o f  t h e  f i s c a l  im pa c t  o f  the  t r a n s c r i p t  p r o d u c t i o n .
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Referred: Finance

IN THE SENATE BY THE J U D I C I A R Y  COM M I T T E E

HOUSE CS FOR SENATE BILL NO. 687 (Judiciary) 

IN THE LEGISLATURE OF T HE STATE OF ALASKA

T W E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  R I L L

For an Act entitled: "An Act relating to the issuance of search warrants;

BE IT ENACTED BY THE L E G I S LATURE OF THE STATE OF ALASKA:
I

* Section 1. AS 12.35.010 is amended by adding a new subsection to read:

(b) A judicial officer m a y  issue a search warrarc upon the sworn 

oral testimony of a person c o mmunicated by telephone or other a p p r o p r i­

ate means in accordance w i t h  AS 12.35.015.

* Sec. 2. AS 12.35 is amended by adding a new section to read:

Sec. 12.35.015. ISSUANCE OF SEARCH WARRANT’ UPON SWORN OR A L  T E S T I­

MONY COMMUN I C A T E D  BY T E L E P H O N E  OR OTHER APPROPRIATE MEANS. (a) A 

judicial officer m ay issue a search warrant upon the sworn oral te s t i­

mony of a person commu n i c a t e d  by telephone or other approp r i a t e  mean:, if 

the judicial officer finds that there is probable cause to believe that

mony personally before the judicial officer would result in delay in 

obtaining a search warrant and in executing the search; and

evidence subject to seixure.

(b) A  judicial officer shall place under oath each p e rson whose 

testimony forms a basis of the ap p l i c a t i o n  and each person applying for 

the search warrant. The judicial officer shall record the pro c e e d i n g  by 

u s i n g  a voice recording device.

(c) T he applicant for the search w a r r a n t  shall prepare a document 

to be known as a duplicate original warrant and shall read it v e r b a t i m

and chan g i n g  Rule 37, Rules of Criminal P rocedure."

(1) the presen t a t i o n  of the applicant's affidavit or testi-

(2) the delay might result in loss or d e s t r uction of the

-1- HCSSB 6 8 7 (Jud)
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to the judicial officer. The judicial officer shall enter, verbatim, on 

an original search warrant what is read to him. The judicial officer 

may direct that the duplicate original search warrant be modified.

(d) If a search warrant is issued under this section, the judicial 

officer shall o r ally authorize the applicant to sign the judicial o f f i­

cer's name on the duplicate original search warrant. The judicial 

officer shall im m e d i a t e l y  sign th<- original s e a r c h  warrant and enter on 

the face of the original search warrant the exact time when the search 

warrant was ordered to be issued.

(e) T he p erson who executes a search w a r r a n t  issued under this 

s e c t i o n  shall enter the exact time of execution on the face of the 

duplicate original search warrant.

(f) Absent a finding of bad faith, evidence obtained under a 

warrant issued under this s e c tion is not subject to a motion to suppress 

on the ground that the circumstances did not support its issuance under

(a) of this section.

* Sec. 3. AS 12.35.120 is amended to read:

Sec. 12.35.120. D E F I NITION OF SEARCH WARRANT. A searcn warrant is 

an order in writing, signed by a judge or m a g i strate or signed at the 

dir e c t i o n  of a judicial officer in a c c o rdance with AS 1 2 . 3 5 . 0 1 5 , directed

to a peace officer, commanding h i m  to search for personal prop e r t y  and 

bring it before the judge or magistrate.

* Sec. A. AS 12.35.015, added by sec. 2 of this Act, has the effect of 

chang i n g  Rule 37, Rules of Criminal Procedure, by allowing search warrants to 

be issued upon sworn oral testimony commun i c a t e d  by telephone or other a p p r o­

priate means.

-2- HCSSB 6 8 7 (Jud)



THE L E G I S L A T U R E  OF THE STATE OF ALASKA
T W E L F T H  L E G I S L A T U R E

FISCAL MOTE 

S e n a t e  Bill No. 687
I. R E Q U E S T

B i l l / R e s o l u t i o n  N o . __________  ______________________ _________________
Ti t l e  "An Act, r e l a t i n g  to the i s s u a n c e  of search warrants...'7-

R e q u e s t e d  b y _______________________________________________________ Da t e_____

II. F I S C A L  D E T A I L
.Agency A f f e c t e d  D e p a r t m e n t  of P u b l i c  S a f e t y ____________

P r o g r a m  Cate g o r y  A f f e c t e d  A d m i n i s t r a t i o n  ol J u s t i c e / P u b l i c  P r o tection

3RU, Program, Or S u b p rogram(s) A f f e c t e d  A l a s k a  State Troopers ____
(Note: If more than one b u d g e t  c o m p o n e n t  is affected, separate line-itc; 

amounts and funding for each c o m p o n e n t  in the analysis section.)

E X P E N D I T U R E S  (Thousands of Dollars)

100 P E R S O N A L  SERVICES 
200 T R A V E L  
300 C O N T R A C T U A L  
400 C O M M O D I T I E S  
500 E Q U I P M E N T  '
600 L A N D  &  STRUCTURES 
700 G R A N T S ,C L A I M S ,E T C .

FY 85 | FY 56 FY 37

TO T A L -0- -0- -0- -0- - 0- -0-
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Introduced: 1/27/82
Referred: J u d i c i a r y

BY RODEY. BRADLEY. DANKWORTH, j
IN THE S ENATE KELLY, K E R T T U L A  A N D  FAY

I

SENATE BILL NO. 687 

IN THE L E G I S L A T U R E  OF THE STATE OF ALASKA 

TWELFTH L E G I S L A T U R E  - SECOND SESSION 

A  BILL
J

For an Act entitled: "An Act r e l a t i n g  to the issuance of search warrants;

and changing Rule 37, Rules of Criminal P r o c e d u r e . "

BE IT E N A CTED BY THE LE G I S L A T U R E  OF T H E  STATE OF ALASKA:

* S e c tion 1. AS 12..35.010 is amended by adding a n ew su b s e c t i o n  to read:

(b) A judicial officer m a y  issue a search w a r rant upon the sworn 

oral testimony of a person c o m m u n i c a t e d  by telephone or other a p p r o p r i­

ate means in accordance with AS 12.35.015. i,

* Sec. 2. AS 12.35 is amended by adding a new section to read:

Sec. 12.35.015. ISSUANCE OF SEARCH W A R R A N T  UPON SWORN ORA L  T E S T I­

MON Y  COMMUNICATED BY TEL E P H O N E  OR OTHER A P P R O P R I A T E  MEANS. (a) A 

judicial officer may issue a search warrant upo n  the sworn oral t e s t i­

mo n y  of a p e rson c o mmunicated by telephone or other ap p r o p r i a t e  means if 

the judicial officer finds that there is probable cause to believe that

(1) the p r e s e n t a t i o n  of the applicant's a f fidavit or t e s t i­

mony per s o n a l l y  before the judicial officer w o u l d  r esult it delay in 

obta i n i n g  a search w a r rant and in executing the search; and

(2) the delay might result in loss or de s t r u c t i o n  of the 

e v i d e n c e  subject to seizure.

(b) A judicial officer shall place under oath each person whose 

t estimony forms a basis of the a p p l i c a t i o n  and each p erson a p p l y i n g  for 

the search warrant. The judi c i a l  officer shall r ecord the p r o c e e d i n g  by 

u sing a voice r e c o r d i n g  device. The judicial officer shall, w i t h o u t  

u n n e c e s s a r y  delay, have the r e c o r d i n g  transcribed, shall certify the 

a c c u r a c y  of the transcription, and shall file the original r e c o r d i n g  and

-1- SB 687
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the trans c r i p t i o n  with the court..

(c) The applicant for the search w a r r a n t  shall prepare a document 

to be. known as a duplicate original w a r r a n t  and shall read it v e r b a t i m  

to the judicial officer. The judicial officer shall ente* rerbatim, on 

an original search warrant what is read to him. The judicial officer 

m a y  direct that the duplicate original search warrant be modified.

(d) If a search warrant is issued under this section, the judicial 

officer shall o r a l l y  authorize the a pplicant to sign the judicial o f f i­

cer's name on the duplicate original search warrant. The judicial 

officer shall immediately sign the original search warrant and enter on 

the face of the original search warrant the exact time wh e n  the search 

warrant was ordered to be issued.

(e) The p e r s o n  who executes a search warrant issued under this 

s e c t i o n  shall enter the exact time of exec u t i o n  on the face of the

duplicate original search warrant.

(f) Absent a finding of bad faith, evidence obtained under a 

w a r r a n t  issued under this s e c tion is not subject to a m o t i o n  to suppress 

on the ground that the circumstances did not support its issuance under 

(a) of this section.

* Sec. 3. AS 12.35.120 is amended to read:

Sec. 12.35.120. DEFINITION OF SEARCH WARRANT. A search warrant is 

an order in writing, signed b y  a judge or m a g istrate or signed at the 

d i r e c t i o n  of a judicial officer in a c c ordance with AS 1 2 . 3 5 . 0 1 5 , directed 

to a peace officer, commanding h i m  to search for personal property and 

b r i n g  it before the judge or magistrate.

* Sec. 4. AS 12.35.015, added by sec. 2 of this Act, has the effect of

changing Rule 37, Rules of Criminal Procedure, b y  allowing search warrants to 

be issued upon sworn oral testimony commun i c a t e d  by telephone or other 

appropriate means.
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I ntroduced: 1/27/82
Referred: J u d i c i a r y  and Finance

BY RODEY, BRADLEY, DANKWORTH, 
K E L L Y  A N D  RAY

S E N A T E  BILL NO. 688 

I N  T H E  L E G I S L A T U R E  OF THE S T A T E  OF A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A BILL

For an A c t  entitled* "An Act m a kin g a special a p p r o p r i a t i o n  to the D e p a r t­

ment of Public Safety for a c o m p u t e r i z e d  f i ng erprint  

system; aid p r o v i d i n g  for an e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF T H E  STATE OF ALASKA:

* S e c t i o n  1. T h e  sum of $ 4,282 , 9 0 0  is a p p r o p r i a t e d  from the g e n era l fund 

tc the D e p a r t m e n t  of Public S afety for a c o m p u t e r i z e d  f i n g e r p r i n t  i d e n t i f i­

cation system,

* Sec. 2. The a p p r o p r i a t i o n  made b y  this Act is for a c a p i t a l  p r o j e c t  and 

is subject to AS 37.25.020.

* Sec. 3. This Act takes effect i m m e d i a t e l y  iix a c c o r d a n c e  w i t h  AS 01.10.- 

070(c).

COMMITTEE COPY - i - SB 688
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'$5,282,900

IN THE SENATE
BY RODEY. BRADLEY. DANKWORTH. 
KELLY A N D  RAY

SENATE BILL NO. 638

IN THE LE G I S L A T U R E  OF T H E  STATE OF ALASKA

T W E LFTH LE G I S L A T U R E  - S ECOND S E S SION

A BILL

For an A ct entitled: "An Act making a special a p p r o p r i a t i o n  to the Depart-

BE IT ENACTED BY T H E  L EGISLATURE OF T H E  STATE OF ALASKA:

* Section 1. The s um of $4,282,900 is approp r i a t e d  from the general fund 

to the Department of Public Safety for a comput e r i z e d  fingerprint i d e n t i f i­

cation system.

* Sec. 2. The a p p r o p r i a t i o n  made b y  this Act is for a capital project and 

is subject to AS 37.25.020.

* Sec. 3. This Act takes effect i m m e d i a t e l y  in accordance wit h  AS 01.10.- 

070(c).

ment of Public Safety for a comput e r i z e d  fingerprint 

system; and p r o v i d i n g  for an effective date."

-1- SB 688



FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

I.

II.

Senate Sill 688
REQUEST
Bill/Resolution Mo. ______  ___________________
Title Special Appropriations for a computerized fingerprint system. 
Requested by   Date____________

FISCAL DETAIL
Agency Affected Department of Public Safety___________

Program Category Affected_ Administration of Justice
BRU, Program, Or Subprogram(s) Affected Laboratory Services
(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)

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND &  STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL
64.1 611.4 230.8

FY 82 FY 83 CO FY 85 FY 86

105.3 115.8 127.4

70.6 71 .? 7.7 7.4
38.2 . 480.4 103.5 103.9
5 3 A 5 9.3 10.2

243.9

FY 37 

140.1

.2 .7.
-LQ-4.̂ 3-
.11,.2.

258.3

FUNDING (Thousands of Dollars)

GENERAL FUND 64.1 611.4 230.8 24 3.9 258.3
FEDERAL FUNDS
OTHER (Specify Source)

---------- ----------

POSITIONS

FULL TIME 
PART TIME 
TEMPORARY

2 2 0i. 2

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

The proposed legislation would create the Automated Fingerprint Identification 
N e t work wh i c h  wo u l d  utilize a Rockwell 250 S Printak Central S ystem in AST 

Headquarters with a Read/Edit Sub-system in the Anchorage Police Department.

In acquiring this tested, proved and highly reliable system, law enforcement 

agencies can automatically search their already existing extensive fingerprint 

files to loacte matches and print out identities of respondents. Search time 

would be reduced and match rate increased by at least 15%.

The initial cost provided by this bill would provide all cost of the equipment 

and its installation through the end of F Y’83. The FY'83 - FY'87 cost noted 

above is the expected operating cost for these years including the cost of two 
non-commissioned positions.

/ f̂ ACO-r.-Clx. C ^
IV. DATE March 08, 1 9 8 2 _________ PREPARED/;B^ F / a n c i s  C. Allan_____________________

AGENCY/|y> ̂ Department of Public Safety_________
Original: Legislative Finance PHONED  ?fjq-56Q1________________
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)



THE LEGISLATURE OF THE STATE OF ALASKA
T W E LFTH LEGISLATURE

FISCAL NOTE

I . REQUEST
Bill/Resolution No. SR 688______________________ ________
Title Spec. Approp. for a computerized fingerprint system 
Requested by______________________________________________________Date_

II. FISCAL DETAIL
Agency Affected Department of Public Safety
Program Category Affected Administration of Justice________________________
BRU, Program, Or Subprogram(s) Affected ! ahnratorv Services_______________
(Note: If more than one b udget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 82 FY S3 FY 84 FY 85 FY 86 FY 87

100 PERSONAL SERVICES .105. 3 115.8 127.4 140.1
200 TRAVEL ?n f. . 21 .2 2 2 2.4 2.7
300 CONTRACTUAL 38.2 480.4 103.5 103.9 104.3
400 COMMODITIES 5.3 4.5 9.3 10.2 11.2
500 EQUIPMENT
600 LAND &  STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL
64.1 611.4 230.8 243.9 258.3

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

64.1 611 .4 230.8 243.9 258.3

POSITIONS

FULL TIME 
PART TIME 
TEMPORARY

2 2 2 2

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)
The proposed legislation would create the Automated Fingerprint Ioentification 
Network which would utilize a Rockwell 250 S Printak Central System in AST Head­
quarters with a Read/Edit Sub-system in the Anchorage Police Department.

In acquiring this tested, proved and highly reliable system, law enforcement 
agencies can automatically search their already existing extensive fingerprint 
files to locate matches and print out identities of respondents. Search time 
will be reduced and match rate increased by at least 15%.

The initial cost of $3,042,200 as provided by this bill would provide all cost 
of the equipment and its installation through the end of FY 83 (see attached 
schedule "Capital Project Cost Estimate"). The FY 83 - FY 87 cost noted above 
is the expected operating cost for these years including tne cost for two posi­

tions .

y .
IV. date February 2, 1982 prepared by1-̂ 1̂ Marcia Lynn McKenzie____________

AGENCY Department, of Public Safety__________
Original: Legislative Finance PHONE 466-4340_______________
cc: Budget and Management

Prime Sponsor (First Legislator Mamed)
33-001 (Rev. 12/81)



AUTOMATED FINGERPRINT IDENTIFICATION NETWORK
CAPITAL PROJECT COST ESTIMATE

250S Central System - unit cost including air shipment SI,700.0

250S Subsystem (A.P.D.) - unit cost including air shipment 696.0

Installation cost 200.0

Site preparation 177.4

Spare parts inventory 207.3

Fingerprint file conversion
/ CAPITAL PROJECT TOTAL

61.5
$3,042,2

r



AUTOMATED FINGERPRINT IDENTIFICATION NETWORK
OPERATING COST ESTIMATE

CODE DESCRIPTION FY 83

100 Personal Services

111 Reg. Comp. (2xl9AGGU)
121 Overtime (180 hrs. X 26.19)
121 Shift Differential (19AX3.75)

Sub-total

VAR. Benefits (17.67%)
184 FICA (6.65%)
185 Group Medical (1800X2)

100 TOTALS

200 Travel and Moving

211 In-State Travel
212 In-State Per Diem
223 Out-of-State Travel
224 Out-of-State Per Diem
291 Transportation
292 Technician Per Diem

200 TOTALS

2.4
3.2 
5.6
5.3
2.5

20.6

300 Contractual Services

311 Phone *7
314 Postage
326 Subscription & Info.
349 Main. Contract & File Conver. 22.3

*389 Training 3.6
394 Conference Registration -3
397 Freight 11.-A

300 TOTALS 38.2

400 Supplies and Materials

425 Janitorial Supplies -9
481 Stationary & Supplies 4.4
483 Computer Commodities ____

400 TOTALS 5.3

PROJECT TOTALS M i l

FY 84

74.9
5.2
1.4 

81.5 
14.4
5.4 
4.0

105.3

6.8
14.4

21.2

5.1
.4
.2

424.7
50.0

480.4

.9

_3J5
4.5

611.4

Contractor training of state employee to maintain the system.
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a p p r o p r i a t i o n s  and g e neral o b l i g a t i o n  bon ds for c a pital p r o j e c t s

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m i t t e e )  
r e p o r t s  it back wit h the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ ] 

[ ]

90

[ ] 

[ ] 

[ 1

do pass [ ] do not pass

do pass wi th  a t t a c h e d  a m e n d m e n t s (s ) 

r e p l a c e  wi t h CS for S'S//) ,

and r e c o m m e n d s

AND a t t a c h e s  a " L e t t e r  of I nt en t"  [ 

r e po rt s it back w i t h o u t  r e c o m m e n d a t i o n  

r e f e r r e d  to the

[ X T  same  ti tle 
[ j ne w t i t l e

New Fiscal Note

Commi t tee

M E M B E R S  H A V I N G  
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5 oO 'Rev. 12/78)



Original sponsors : fttfrgulevski , Ferguson,
oisohor a n d  f t inson
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Referred: Finance

i n  i-urc s ?:.:a t f  e y  s u e  s t a t e  a f f a i r s  c o i w i T T r r

Cf iVd; .Hr'.;;ATE BILL HU. 689 (State Affairs)

II; THE L E G I S L A T U R E  O F  THE STA TE O F  ALASKA 

TWBI.FTP L E G I S L A T U R E  - S E C O G L  G E E S I 00

A I! ILL

For an Act entitled; "An Act r e l a t i n g  to a p p r o p r i a t i o n s  and general o b l i g a­

tio n  bonds r.ox capital vro. i/cta; and p r o v i d i n g  for an 

effc ctive d ate ."

EE IT TVACTLJ? V'Y Tib' I.l'C-ISLATUHi- CF T E E  O r  AT AS FA:

* S e c t i o n  I. AS 37.10 is a m e n d e d  h> a d d i n g  a new s e ction to read:

Sec. 37.1C .007. OF EL A T  I EC COIF FLTT. (a) An operating. cost fund 

f o r  car it; 1 iioiect:; is tab 11 she • • in the Ue partrent of revenue. The 

operatir* cost fUfld shall be (<n n s y e d  ir. a c c o r d a n c e  witr cl.is section, 

(t) ' i o p e r a  Lint cost fund consists of

O )  all rx-rtoy a p p r o p r i a t e d  to l l by the l e gislatu re in a c c o r­

dance < ir.! AG 37,25.0 22} anti

(2 ) interact  carnocl Ly in ves t m e n t  of tic fund balance.

(e) T h e  c o m m i s s i o n e r  of r e v e n u e  shall invest and Mara;at the money 

i n  the o p e r a t i n g  cost fund that the c o m m i s s i o n e r  determin es to be above 

a n  amount sufficient to meet c u rrent cash e x p e n d i t u r e  needs. An i n v e s t­

iver it: Ly the ccir-ndssioner of revenue u n d e r  this; su bsection shall he undo 

ir. a cc.ordance with AG 3 7.1 C). (170 (b ) .

(d) T h e  cornrissioncr of rove m e  shall e s t a b l i s h  in the o p e r a t i n g  

cost fund an a c count  for each capital r r o :ect for which a n  a p p r o p r i a t i o n  

is made. The accoun t c o n s i s t s  of the u n e x p e n d e d  amount of the appropria 

fieri for the capital p r o j e c t  and income c r e d i t e d  to the capital p r o ject 

u n d e r  (e) of this section.

(e) Income earned f r o m  i n v e s t m e n t  of m o n e y  in the o p e r a t i n g  cost 

fund shall be al located by the c o m m i s s i o n e r •of revenue to the a c coun t

-1- CSGE 6 6 9 (SA)
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for each capital project for w h i c h  an a p p r o p r i a t i o n  for the cost of 

o p e r a t i n g  the p r oject has been rade b v  the legislature. A n  a l l o c a t i o n  

u n d e r  this sub sec t i o n  shall be made tc the a c c ount for each capital 

project s p e c i f i c a l l y  d e s i g n a t e d  by the l egislatur e by lav; in p r o p o r t i o n  

to the a c c o u n t  balance for that capital project as a p e r c e n t a g e  of the 

total a mount in the o p e r a t i n g  cost fund.

(f) During each fiscal year, the; c o m m i s s i o n e r  of r e venu e shall 

w i t h d r a w  and pay to the depart cent that has r e s p o n s i b i l i t y  for the 

o p e r a t i o n  of a capital p r o j e c t  ar: a m o u n t  equal to the operating, cost of 

the capital project and the c o m m i s s i o n e r  of r e v e n u e  shall reduce the 

a c c o u n t  balanc e of the capital p r o j e c t  by the amount paid but the amou nt  

w i t h d r a w n  m a y  not exceed the a m o u n t  p r o j e c t e d  in the s chedule of o p e r a t­

ing  coats for a proiect for that year. The amount paid b y  the c o m m i s­

sioner ol: revenue under this s u b s e c t i o n  shall be used by the d e p a r t m e n t  

that has r e s p o n s i b i l i t y  for the o p e r a t i o n  cf the capital p r o j e c t  for 

o p e r a t i n g  costs of the capital project. A  w i t h d r a w a l  u n d e r  this s u b s e c­

tion may not exceed the a c c o u n t  b a l a n c e  of the capital project.

(p) The commissioner of r e v e nue m a y  p r o s cribe r e g u l a t i o n s  a p p l i c­

able to w i t h d r a w a l  and payment of m o n e y  f r o m  the o p e r a t i n g  cost .fund to 

other d e p a r t m e n t s  for the o p e r a t i n g  cost of a capital project.

(!)) An a p p r o p r i a t i o n  to the o p e r a t i n g  cost fund is an a p p r o p r i a­

tion for capital projects a n d  is v a l i d  for the life of the project as 

p r o v i d e d  in A S  37.25.020.

* Sec. 2. AS 37.15 is amended b y  a d d i n g  a new sectio n to read:

Sec. 37.15.013. O P E R A T I N G  COSTS OF P R O J E C T S  FOR U H I C K  G E N E R A L  

O B L I G A T I O N  BONDS HAY BE AUT HORIZED. (a) T h e  division of b u d g e t  and 

m a n a g e m e n t ,  Office of the Governor, shall p r e pare a schedule of the 

e x p e c t e d  cost of opera t i n g  the p r o p o s e d  capital p r o ject for w h i c h  genera 

o b l i g a t i o n  bonds m a y  be a u t h o r i z e d  for its u seful life. T h e  s c h e d u l e  of

-2- CSSB 6S9(SA)
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the e x p e c t e d  cost 01 o p e r ating the p r o p o s e d  capital p r oj ect shall serve 

os the basis for calculating the net present, value of the o p e r a t i n g  cost 

of the project.

(b) In determining the net p r e s e n t  value of the op erating cost for 

a p r o p o s e d  capital proiuel, the d i v i s i o n  of bu dget and m a n a g e m e n t , 

O f f i c e  of the Governor, shall d i s count the total of all e s t i m a t e d  future 

costs of o p e r a t i n g  the p r o p o s e d  capital project to the c o n s t r u c t i o n  

c o m p l e t i o n  date of the p r o j e c t . Ihe discount factor to bo a p p l i e d  is 

the e s t i m a t e d  comp ound a n n u a l  rate of r et urn of the operating; cost fund 

u n d e r  AS 37.30.G 67 for the useful life of the capital project, or for 

the first 30 years of the useful life of the capital project, w h i c h e v e r  

is less.

(c) The provisio ns of this s e c t i o n  do not a pply to a proposed 

capital project i.n which  the net present value of cost of o p e r a t i n g  the 

p r o p o s e d  capital project is less then $ 1 0 0 ,0 0 0 .

(d) In this section, "cost of operating'' and "operating c o s t "  m e a n  

the normal, antici p a t e d  coots of m a i n t e n a n c e  and opera t i o n  of a capital 

project . The terms

( J ) include e x p e n s e s  for routin e maintenance, m i n o r  repairs, 

utilities, local charges, fees a n d  payme n t s  in place of t a x e s ;

(2 ) exclude costs that trill he of feet by fees i m posed on 

persons who use the project, and for c o n t r i b u t i o n s  from federal'., m u n i­

cipal, and private sources.

* Pec. 3. Aw 37.25 is amended b y  a d di ng a n e w  section to read:

Gee. 37.25.022. O P E R A T I N G  COSTS OF C A P I T A L  P R 0 J E C T J . <a) An

a p p r o p r i a t i o n  for a  capital proje ct other than a project f i n a n c e d  by 

general o b l i g a t i o n  bond proceeds that will  be o w n e d  and o p e rated jy the 

state shall include an a p p r o p r i a t i o n  for the cost of o p e r a t i n g  the 

capital project. The a p p r o p r i a t i o n  for the cost of o p e r a t i n g  the capital

-3- CSSE 6 8 9 (SA)



^^pp— ■ iw im i i in i

p r o je c t  may not: be- 1o.br th an

( 1 ) the not p r esent v alue of the e s t i mated cost of operating  

the c a p i t a l  project for its e x p e c t e d  useful life, if the e x p e c t e d  useful 

life of the capital project is 30 years or less; or

(?.) the net present va lue of the e s t i m a t e d  cost of o p e r ating  

the capital project for 30 years, if the expected useful life of the 

capital p r o ject exceeds 30 years.

(b) The division of budget anti m a n a g e m e n t . Office of the Governor, 

shall p r epare a schedule of the e x p e c t e d  cost of o p e r a t i n g  the proposed 

capital p r o j e c t  for it:c useful life. The schedule of the e x p e c t e d  cost 

of o p e r a t i n g  the p ropo s e d  capital p r o j e c t  shall serve as the basis for 

c a l c u l a t i n g  the net present value of the o p e r a t i n g  cost of the p r o p o s e d  

capital project.

(c) In d e t ermining the net p r e s e n t  v a l u e  of the o p e r a t i n g  cost for 

a p r o p o s e d  capital project, the d i v i s i o n  of budget and m anagemen t,

. ffice of the Governor, shall d i s count the total of all e s t i m a t e d  future 

costs of o p e r a t i n g  the p r o p o s e d  capital p r o j e c t  to the date on v;hich the 

a p p r o p r i a t i o n  for the cost of o p e r a t i n g  the p r o j e c t  will be paid to the 

o p e r ating cost fund (AS 37.10.067) in the Department of R e v e n u e . The 

discoun t factor to he applied  is the e s t i m a t e d  c 'impound annual rate of 

r e t u r n  of the operating, cost fund for the useful life of the p r o p o s e d  

capital project, or for the first 30 y e a r s  of the useful life of the 

p r o p o s e d  capit al project, w h i c h e v e r  is less.

(d) T h e  provisions of (a) of this section do not a p p l y  to a p r o­

pos e d  capital project in which the net p r e s e n t  value of cost of o p e r a t­

ing the p r o p o s e d  capital project is less that $ 1 0 0 ,0 0 0 .

(e) In this section, "cost of o p e r a t i n g "  anc. " opera t i n g  cost" m e a n  

the n o r m a l , a n t i c i p a t e d  costs of m a i n t e n a n c e  and o p e r a t i o n  of a p r o p o s e d  

capital project. The terms



(1) include exp enses for r o u t i n e  tnaintenance, m i n o r  repairs, 

u t i l i t i e s ,  local chars.es, fees a n d  p a y m e n t s  in place of taxes:

(2 ) exclude costs that w i l l  be offset b y  fees imposed on 

p e r sons w h o  use the project, and for c o n t r i b u t i o n s  from federal, m u n i­

cipal, and p r ivate sources,

* Sec. A . AS 15.58.020(7) is a m e n d e d  to read:

(7) for each b o n d  question,

(A) a s t a t ement of the scope of each p r o j e c t  as it 

a p p e a r s  in the Pond A u t h o r i z a t i o n  Act; and

(£) staterocnt of _the_ net p r e s ent value of the o p e r a t - 

ir.ft cost for the p r o ject?

*  Sec. 5. T h i s  Act takes effect J u l y  1, 19S3.

j /■* • \ *
*.\/l i' U  >' li j i
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Introduced: 1/27/82
Referred: State A f f a i r s  and

Fi n a n c e

IN THE S E N A T E ! I s ^ W § M RGUS0N'
SE N A T E  PILL NO. 689 

I N  TIE L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S ECOND S E S S I O N

A  R I L L

For an Act entitled* "An Act: r e l a t i n g  to a p p r o p r i a t i o n s  a n d  general o b l i g a­

tion bonds for caoital pro jects; and p r o v i d i n g  ^or an 

e f f e c t i v e  date."

RE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  STATE OF ALASKA*

* S e c t i o n  1. AS 37.10 is a m ended b y  a d d i n g  a n e w  s e c t i o n  to read;

Sec. 37.10.067. O P E R A T I N G  COST FUND. (a) An operating, cost fund 

cor capital projects is e s t a b l i s h e d  in the D e p a r t m e n t  o f  Revenue. The 

o p e r a t i n g  cost fund shall bo m a n a g e d  in a c c o r d a n c e  w i t h  this section.

(b) T h e  o p e r a t i n g  cost f u n d  co nsi s t s  o f

Cl) all m o n e y  a p p r o p r i a t e d  t:o it b y  the l e g i s l a t u r e  in a c c o r­

dance with A S  37 .25.0?2 •; and

(2 ) i n t e r e s t  e a r n e d  b y  invest m e n t  o f  the fund balance.

(c) T h e  contains toner of revenu e shall invest and m a n a g e  the mon ey 

in the o p e r a t i n g  cost fund that the c o m m i e s i o n e r  d e t e r m i n e s  to be above 

an a mou nt s u f f i c i e n t  to m e e t  c u r r e n t  cash e x p e n d i t u r e  needs. An invest* 

Dent b y  the c o m m i s s i o n e r  of r e v e n u e  u n d e r  this s u b s e c t i o n  shall be made 

in a c c o r d a n c e  w i t h  AS 37.10.070(b).

(d) The c o m m i s s i o n e r  of r e v e n u e  shall e s t a b l i s h  in the o p e r a t i n g  

cost fund a n  a c c o u n t  for each capital p r o j e c t  for w h i c h  an a p p r o p r i a t i o n  

is made. The* a c c o u n t  consists of the u n e x p e n d e d  a mount  of the a p p r o p r i a­

tion for the capital p r o j e c t  and income c r e d i t e d  to the capital project 

u n d e r  (c) o f  this section.

(e) I n c o m e  e arned f r o m  inve st m e n t  of m o n e y  in the o p e r a t i n g  cost 

fund shall be a l l o c a t e d  b y  the* c o m m i s s i o n e r  of r e v e n u e  to the a c count

- 3 -
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m sm .

for each capital p r o j e c t  .for w h i c h  an a p p r o p r i a t i o n  for the cost of 

o p e r a t i n g  the p r o j e c t  h a s  b e e n  made r>y the leg islature. An a l l o c a t i o n  

u n d e r  this s u b s e c t i o n  shall be m a d e  to the a c c o u n t  for each capital 

p r oje ct s p c c i f i c a l l 3y d e s i g n a t e d  b y  the l e g i s l a t u r e  b y  lav? in p r o p o r t i o n  

to the a c c o u n t  b a l a n c e  for that c a pit al p r o j e c t  as a p e r c e n t a g e  of the 

total amount in the o p e r a t i n g  cost fund.

<f) D u r i n g  each fiscal year, the coffinissioner of r e venue shall 

w i t h d r a w  and pay to the d e p a r t m e n t  that has r e s p o n s i b i l i t y  for the 

o p e r a t i o n  o f  a capital project a n  amount equal to the o p e r a t i n g  cost cf 

the c a pital p r o j e c t  and the c o m m i s s i o n e r  o f  r e v e n u e  shall r e d u c e  the 

a c count b a l a n c e  of the capital  p r o j e c t  b y  the a m o u n t  paid. The amount 

paid by the c o m m i s s i o n e r  of revenue under t'v'is s u b s e c t i o n  shall be us ed 

b y  the d e p a r t n e n t  that has r e s p o n s i b i l i t y  for the o p e r a t i o n  of the 

c a p i t a l  p r o j e c t  for o p e r a t i n g  costs of the capital projec t. A wi thdr a w a l  

u n d e r  this s u b s e c t i o n  r a y  not exceed the a c c o u n t  b a l a n c e  of the capita! 

p r o j e c t .

(g) T h e  c o m m i s s i o n e r  o f  r e v e n u e  n a y  p r e s c r i b e  r e g u l a t i o n s  a p p l i c­

able to withdrav/al and p a y m e n t  of m o n e y  from the o p e r a t i n g  cost fund to 

o ther d e p a r t m e n t s  for the o p e r a t i n g  c ost of a c a p i t a l  project.

* Sec. 2. AS 37.15 is a m e n d e d  b y  adding a n e w  s e c t i o n  to read:

d e p a r t m e n t  r e s p o n s i b l e  for the o p e r a t i o n  o f  a p r o p o s e d  capital p r o j e c t 

for which g e n e r a l  o b l i g a t i o n  bonds r a y  be a u t h o r i z e d  shall p r epare a 

s c h edule of the e x p e c t e d  cost of o p e r a t i n g  -he p r o p o s e d  capita l p r o j e c t 

for its u seful life. T he s c h edule of the e x p e c t e d  cost of o p e r a t i n g  the 

p r o p o s e d  c a p i t a l  p r o j e c t  shall serve as the b a s i s  for c a l c u l a t i n g  the 

net p r e s e n t  value o f  the o p e r a t i n g  cost of the project.

(b) In d e t e r m i n i n g  the net p r e s e n t  value of the operation: cost for
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a p r o p o s e d  capital project, the cotutiissinner of each d e p a r t m e n t  r e s p o n­

sible for the o p e r a t i o n  of the p r o p o s e d  capital p r o j e c t  shall discount 

the total of all e s t i m a t e d  f utur e costs of o p e r a t i n g  the project to the 

c o n s t r u c t i o n  c o m p l e t i o n  date of the nroject. The discount factor to he 

a p p l i e d  is the e s t i m a t e d  c o m p o u n d  annual rate of return of the o p e r a t i n g  

cost fund u n d e r  AS 3 7 * 1 0 . 0 6 7  for the u s e f u l  life of the capital project, 

or for the first 30 years o f  the useful life of the capital project, 

w h i c h e v e r  is less.

(c) The p r o v i s i o n s  of this s e cti on do not apply to a p r o p o s e d  

capital p r o j e c t  in w h i c h  the net present v a l u e  of cost o f  o p e r a t i n g  the 

p r o p o s e d  capital project i_ less than $ 1 0 0 ,0 0 0 .

(d) In this section, "cost of o p e r a t i n g” and " operating c o s t” mean 

the normal, a n t i c i p a t e d  costs of m a i n t e n a n c e  and o p e r a t i o n  of a  capital 

project. The terns

(!) include  e x p e n s e s  for r o u t i n e  m a i n t e n a n c e ,  m i n o r  repairs, 

utilit ies, local charges, fees and payments in place of taxes;

(?.) e x c l u d e  costs that will be offset b y  fees imposed on 

persons w h o  use the project, and for c o n t r i b u t i o n s  from federal, m u n i­

cipal, ar.d p r i v a t e  sources.

* Sec. 3. A S  37.25 is amended b y  a dding a n e w  s e ction to read;

Sec. 37.25.022. O P E R A T I N G  C O S T S  OF C A P I T A L  PROJECTS. (a) An 

a p p r o p r i a t i o n  for a capital p r o j e c t  o ther than a p r o j e c t  f i n a n c e d  by 

general o b l i g a t i o n  bond p r o ceed s that wi .1 be owned and opera t e d  b y  the

3 tate shall i n c l u d e  an a p p r o p r i a t i o n  for the cost of o p e r a t i n g  the

c a pit al project. The a p p r o p r i a t i o n  for the cost o f  o p e r a t i n g  the capital 

p r o j e c t  n a y  not be less than

(I) the net present value of the e s t i m a t e d  cost of o p e r a t i n g  

the capital p r oject  for its e x p e c t e d  usefu l life, if tie e x p e c t e d  u seful

life o f  the capital p r o je ct la 30 years or less; or

-3-
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(2 ) the net present v a l u e  of the e s t i m a t e d  cost of o p e r ating 

the capital project for 30 years, i f  the expected useful life of the
e>

capital p r o j e c t  exceeds 30 3/ears.

(b) The c o m m i s s i o n e r  of each depart ment r e s p o n s i b l e  for the o p e r a­

tion of a p r o p o s e d  capita l project shall prepare a s c h e d u l e  of the 

expectec! cost of o p e r a t i n g  the p r o p o s e d  c a p i tal p r o j e c t  for its u s e f u l  

life. T h e  s chedule of the e x p e c t e d  cost of o p e r a t i n g  the p r o p o s e d  

capital p r o j e c t  shall serve as the basis for c a l c u l a t i n g  the net present  

v a l u e  of the o p e r a t i n g  cost of the p r o p o s e d  capital project.

(c) In d e t e r m i n i n g  the net present value of the o p e r a t i n g  cost for 

a p r o p o s e d  capital project, the coronissioner of e a c h  depa rtment r e s p o n­

sible for the o p e r a t i o n  of the p r o p o s e d  capital project shall disco u n t  

the total of all e s t i m a t e d  future costs o f  o p e r a t i n g  the project to the 

date on which the a p p r o p r i a t i o n  for the cost of o p e r ating the p r o j e c t  

wi l l  be p a i d  to the o p e r a t i n g  cost; fund (A3 37.10.067) in the D e partment  

of Revenue. T h e  discount  factor to he a p p lied is the e s t i m a t e d  compound 

annual r a t e  of r eturn of the o p e r a t i n g  cost fund for the useful life of 

the p r o p o s e d  capital project, or for the first 30 y e a r ,  of the useful

life of the propo s e d  capital project, w h i c h e v e r  is less.

(<]) The pro vis i o n s  of (a) of this s e c t i o n  do not a p p l v  to a pro- 

, s e d  capital p r o j e c t  in w h i c h  the net present -alue of cost of o p e r a t­

ing the p r o p o s e d  capital p r oject is less than 0 ,000.

(e) In this section, "cost of o p e r a t i n g” and "oper a t i n g  c o s t” m e a n  

the normal, a n t i c i p a t e d  costs of m a i n t e n a n c e  and o p e r a t i o n  of a pror>o3ed 

capital project. T h e  terns

(1) include e x p e n s e s  for. r o utine maint e n a n c e ,  itinor repairs, 

u t i l i t i e s ,  local charges, fees and payments in p l a c e  of taxes;

(2) e x c l u d e  costs that will be offset b y  fees i m posed o n

persons  w h o  use t he project, and for c o n t ribution s f r o m  federal, muni-
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c i p a l , and p r ivate  sources.

* Sec. 'i. AS 1 5 . 5 P . 020(7) is a m e n d e d  to read:

(7) for each b o n d  question,

(A) a fitate-'erit of the scope of each p r o ject as it 

appears in the EoncJ A u t h o r i z a t i o n  Act; and

(I?) a statement of the net p r esen t va lue of the o p e r a t­

ing cost for the project;

* Sec. 5. This Act takes effect J a n u a r y  1, 19R3.
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THE LEGISLATURE OF THE STATE OF A LASKA SB 589
TWELFTH LEGISLATURE

FISCAL NOTE

I. REQUEST
Bill/Resolution No._
Title Operating Cost Fund for Capital Projects

SB 689 (1/27/82)

Requested by Senate State Affairs Committee .Date 3/1/82

II. FISCAL DETAIL 
A gency Affected_ Department: of  R e v e n u e

Program Category Affected Revenue Collection and Management
BRU, Program, Or Subprogram(s) Affe c t e d  Treasury Management
(Note: If more that one budget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 E0UIPMEMT
600 LAND &  STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL
122.3 231.6 254.8 280.3

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

46.3 92.6 101.9 112.1 123.3
3.0 6.0 6.6 7.3 8.0

65.5 1 3 0 . U 143.0 13/. 3 173.0
1.5 3.0 3.3 3.6 4.0
6.0

308.3

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

122.3 231.6 254.8 280.3 308.3

POSITIONS

FULL TIME 
PART TIME 
TEMPORARY

Ol 2 2 2 2

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

Establishes an Operating Cost Fund for capital projects in Department of Revenue. Fund 
consists of monies appropriated to it and interest earned on fund balance.

Administrative costs to invest and manage fund balances and account for disbursement to 

appropriate department. Personal Services for Investment Officer II (R22,X) to invest 

and manage assets; Accounting Tech. II (R14,G) for associated accounting and reporting. 

Contractual Services (FY 84 base): Comm. $5.0; Print & Adv. $5.0; Safekeeping and

related a c c o u n t ing/reporting $100.0; Audit $15.0; Misc. $5.0. Equipment is for new 
positions. Effective 1/1/83.

IV. DATE March 1, 1982___________ PREPARED py A n s e l m  C. Staack, Treasury Co m p t roller
AGENCY Department of Revenue, Treasury Division

Original: L e gislative Finance . PHONE 465-2350_________________
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)



BILL ANALYSIS - SB 689 (1/27/82)

1. Establishes an Operating Cost Fund (OCF) for capital projects in 

Department of Revenue.

2. Fund consists of money appropriated to it and interest earned on fund 

b a l a n c e .

3. Account to be established in fund for each capital project for which 

an appropriation is made.

4. Revenue to transfer funds to department which operates capital 

project, ea_;h year, to pay operating costs.

5. Operating costs of projects, for which general obligation bonds are 

to be sold, are to be estimated to provide a schedule of expected 

cost of operating the proposed capital project. Net present value 

(NPV) of the operating cost of a project to be determined. NPV of 

operating cost is to be placed, as information for the voters to 

review, on the ballot.

6. Provisions do not apply to project with an NPV of operating costs of 

less than $100,000.

7. Takes effect January 1, 1983.

(3/1/82)



Senate Committee on State Affairs
V ic  F ischer, C h a irm a n  * Pouch V  • juneau, Alaska 99SI1 * (907) 465-4954

Senate S ta te  A f fa ir s  Corm iittee M inutes March 4, 1982

Members Present: Sen. V ic  F is ch e r, C ha ir
Sen.- M ike C o lle t ta  
Sen. Brad B rad ley 
Sen. D ick E lia so n

COMMITTEE CALENDAR

SB 689 An A ct re la t in g  to  app rop ria tion s and genera l o b lig a t io n  bonds 
fo r  c a p ita l p ro je c ts ; and p ro v id in g  fo r  an e ffe c t iv e  date.

SB 93 R e la tin g  to  the d e ce n tra liz a tio n  o f s ta te  government.
(Not taken up a t t h is  meeting due to  tim e co n stra in ts .)

WITNESS REGISTER

Sen. A r lis s  S turgu lew ski 
Pouch V
Juneau, A laska  99811 
Prime sponsor o f SB 689
P o s it io n  statem ent: Supports SB 689, and concept o f s e tt in g  up
maintenance and ope ra ting  fund th a t is  funded a t same tim e as c a p ita l 
p ro je c t

Rep. Terry  G ard iner 
Pouch V
Juneau, A laska  99811
P o s it io n  statem ent: Supports genera l concept o f SB 689

Ron Lehr, D ire c to r
O ff ic e  o f Budget and Management
Pouch AM
Juneau, A laska  99811
P o s it io n  statem ent: Concerned w ith  problem  o f c a p ita l p ro je c t
maintenance and ope ra tion  co s ts , supports addressing the  problem.

Anselm Staack, Treasury Com ptro ller 
Dept, o f Revenue
Pouch SB : . *
Juneau, A laska  99811
P o s it io n  statem ent: On hand to . answer-, questions a r is in g  from committee
d iscu ss io n  o f SB 689. ' ’ ’ ' v



John Bates, Dap. Commissioner
Dept, o f T ransporta tion  and P u b lic  F a c il it ie s
Pouch Z
Juneau, A laska  99811
P o s it io n  statement: On hand to  answer questions a r is in g  frcm  coirrm ttee
d iscu ss io n , and to  p rov ide  in form ation  on EoTPF a c t iv it ie s  re le van t to  
c re a tin g  a maintenance and opera ting  fund.

Pe te r McDowell
Homan-McDcwell co n su ltin g  firm  
128 Dixon
Juneau, A laska 99801
P o s it io n  statement: Reported on "s ta te  o f the a rt"  maintenance and
opera ting  co st fo re ca s tin g  fo r  A laska P u b lic  F a c il it ie s .  .

Mark Seegers
O ff ic e  o f Budget and Management 
Pouch AM
Juneau, A laska  99811
P o s it io n  statement: Commented during  committee meeting on lif e - c y c le
co s t and maintenance and operating  co st p ro je c tio n s .

No p rev ious a c tio n  on SB 689.

ACTION NARRATIVE

Taps #
0545

Sen. F is ch e r c a lle d  the meeting to  order a t 1:40 pm w ith  members 
Sen. C o lle t ta ,  Sen. B rad ley, and Sen. E lia so n  present. Sen.
F is ch e r opened testim ony on SB 689 and on the genera l sub ject 
o f e s ta b lis h in g  a maintenance and opera ting  fund fo r  c a p ita l 
p ro je c ts .

0555 Sen. A r lis s  S tu rgu lew sk i, prime sponsor o f SB 689 and ch a ir  o f 
L e g is la t iv e  Budget and A u d it Committee, described  the purpose 
o f  the le g is la t io n ,  which se ts up an operating  co s t fund in  the 
Department o f Revenue fo r  c a p ita l p ro je c ts  financed  by the L e g is­
la tu re . (Each p ro je c t fin anced  is  to  have a separate account con­
s is t in g  o f the unexpended amount o f the ap p ro p ria tio n , and a 
p ro p o rtio n a l amount o f income earned through investm ent o f the 
c a p ita l p ro je c t fund. The Commissioner o f Revenue is  re spon s ib le  
fo r  w ithdraw ing amounts annua lly  fo r  each p ro je c t and s h a ll pay 
th a t amount to  Departments re spon s ib le  fo r  the p ro je c t. The b i l l  
p rov ides th a t any c a p ita l p ro je c t funded by the  s ta te  th a t is  not 
fin anced  by bond sa le s  s h a ll in c lu d e  an app rop ria tio n  fo r  opera ting  
co s ts  fo r  up to  30 years. The se ctio n  re la t in g  to  bondable 
p ro je c ts  p rov ides the Commissioner o f the re spon s ib le  department 
sha l] prepare a schedule o f the expected co sts  o f ope ra ting  the 
p ro je c t fo r  i t s  u se fu l l i f e .  The schedule is  to  serve as the b a s is  
fo r  c a lc u la t in g  the net p resent va lue  o f the ope ra ting  co s t o f the 
p ro je c t. "Cost o f operating" and "opera ting  co st" are de fin ed  in  
the b i l l  to  mean the norm al, a n tic ip a te d  co sts  o f maintenance and 
opera tion  o f a c a p ita l p ro je c t, in c lu d in g  expenses fo r  rou tin e



m aintenance, m inor re p a irs , u t i l i t ie s ,  lo c a l charges, fees and pay­
ments in  p la ce  o f taxes; and exclude co sts  o ffs e t  by fees imposed 
on users, ar.d fo r  co n trib u tio n s  from fe d e ra l, m un ic ipa l, and 
p riv a te  sources. P rov ides e le c t io n  pamphlet con ta in  a statement o f 
the net present va lue o f the opera ting  co st fo r  bendable p ro je c ts .)

Sen. S turgu lew ski sta ted  th a t the concept was to  se t up a fund th a t 
was funded a t the same tim e as the c a p ita l p ro je c t. She re fle c te d  
on the Borough Assembly experience: the d if f ic u lt y  o f making cu ts , 
o f keeping a check on government growth. A laska has tremendous 
c a p ita l "catch  up needs" but not the a b il it y  to  m ainta in  the 
s tru c tu re . Sen. S turgu lew sk i sta ted  th a t she had ta lk e d  w ith  Ron 
Lehr (D iv. o f Budget and Management) about the need fo r  long-range 
f in a n c ia l p lann ing , and th a t L e g is la t iv e  Budget and A ud it had done 
a great dea l o f p lann ing .

She fu rth e r sta ted  th a t the re ce n tly  enacted spending lim it  
mandates tha'_ the in fo rm ation  about long range co sts  be brought 
to  the vo te rs. A lthough she expressed doubt about the concept 
o f a maintenance and ope ra ting  fund being implemented th is  year, 
she stressed  the im portance o f coming to  g r ip s  w ith  the issu e .

0596 The b i l l  does not cover bonded p ro je c ts : there are p o te n t ia l prob­
lems w ith  a rb itra g e  arid bond issu e s  on the b a llo t ,  as there  are 
w ith  re vo lv in g  loan  funds and the attendant c o n s t itu t io n a l ques­
tio n s  (ded ica tion  o f funds) and d if fe r in g  op in ion s on the question  
o f earn ings being re ta in ed  in  the funds.

Sen. S turgu lew sk i sta ted  th a t she d oe sn 't b e lie v e  there  has been 
a " r e a lly  hard AG 's op in ion  on re vo lv in g  loan  funds". The le g is ­
la tu re  needs to  con s id e r, a lthough not in  th is  b i l l ,  w ith  repect 
to  maintenance and opera ting  co s ts , a two year process fo r  
budgeting c a p ita l p ro je c ts .

0620 Sen. S turgu lew sk i expressed d e lig h t  th a t the issu e  was being 
ta lked  about.

Sen. C o lle t ta  sta ted  th a t he had to  leave , bu t th a t he had two 
questions. He asked i f  there  had not been a p roposa l years ago 
c a lle d  lif e - c y c le  co s tin g .

Sen. S turgu lew sk i responded th a t i t  had passed in  1978, and th a t 
DoTPF had s ta rte d  u sing  the system. She a ffirm ed  th a t people 
need to  see a dem onstration o f the va lue  o f such a system before 
they w i l l  use i t .

Sen. C o lle t ta  sta ted  th a t the re  was no s p e c if ic a t io n  o f "what are 
c a p ita l p ro je c ts " , and suggested th a t the M & 0 (maintenance and 
ope ra ting  fund) concept be implemented in  a s in g le  p i lo t  p ro je c t.
He po in ted  out the co m p le x itie s  in vo lved  in  im plem enting the b i l l ,  
u sing  as an example schoo l con stru ctio n : does one change the 
Foundation Form ula, w hich p re se n tly  takes in to  account seme o f the 
maintenance and ope ra tin g  co sts?  Do we have an o b lig a t io n  to  lo c a l 
c a p ita l p ro je c ts?  Sen. C o lle t ta  suggested th a t a p ro je c t be iden­



t i f ie d  on which "we can get immunity" in  order to  try  the idea.

Sen. Sturgulewski. responded to  Sen. C o lle t ta 1 s ccnnent on schoo l 
d is t r ic t s ,  s ta tin g  th a t many schoo l d is t r ic t s ,  in c lu d in g  Anchorage 
and the low er Kuskokwim School D is t r ic t s  are i_A ing  maintenance 
funds out o f the d o lla r  poo l which in c ludes in s tru c t io n  funds, w ith  
l iu t le  eye to  long-range p lann ing . The flow  o f d o lla rs  frcm  muni­
c ip a lit ie s  to  p ro je c ts  crea tes fu tu re  co s ts . She sought 
con firm ation  from Sen. C o lle t ta  th a t h is  suggestion was to  t r y  the 
concept on a p ro je c t.

Sen. C o lle t ta  sta ted  th a t in  the case o f life - c y c le  co stin g  the 
le g is la tu re  ended up "passing  something th a t s t i l l  means noth ing" 
and th a t there is  a need to  " temper the d e s ire  o f the moment w ith  
the r e a lit y  o f the fu tu re ".

Sen. S turgu lew ski sta ted  th a t the concept bears soma d iscu ss io n .
She b e lie v e s  th a t "we d o n 't have an area where as much o f the 
c a p ita l i s  in  the hands o f the s ta te  and going in to  c a p ita l

0698 co n stru c tio n . One m ight fin d  a model in  Kuwait. T h is  is  a method 
which "says you recogn ize th a t revenues are going to  drop o f f ,  a 
p ro je c tio n  o f am ortiza tion . Revenue bonds on ly  cover the co s t o f 
fin a n c in g . Sen. S tu rgu lew sk i concluded her p resen ta tion  and Sen. 
C o lle t ta  had to  leave fo r  another m eeting.

0717 Rep. Terry  G ard iner t e s t if ie d  in  genera l support o f the concept 
o f the le g is la t io n .  He s ta ted  th a t the b i l l  (SB 689) recogn izes 
the problem  and s tr iv e s  to  fa sh ion  some so lu tio n s . The s ta te  is  
con fron tin g  an accum alation and m u lt ip lie r  e f fe c t  which i s  ju s t  
becoming apparent in  the cu rren t year operating  budget. I f  you 
con sid e r a l l  the c a p ita l a p p ro p ria tio n s, in c lu d in g  bonds in  the 
la s t  th ree years they amount to  3̂  b i l l io n  d o lla rs  ($10,000 per 
taxpayer). Few o f these c a p ita l p ro je c ts  have been completed and 
thus become p a rt o f the budget cy c le . I f  the m u n ic ip a lit ie s  are 
broke, they w i l l  approach the s ta te  fo r  a ss is tan ce  befo re  the 
taxpayers.

Rep. G ard iner went on to  e x p la in  th a t when fou r o r f iv e  years o f 
c a p ita l p ro je c ts  coma on stream i t  w i l l  have an im pact we are 
o n ly  new beg inn ing to  acknowledge. A 20% fig u re  assigned to  
maintenance and ope ra ting  co s t has been "thrown around", and 
rega rd le ss  o f whether i t  i s  in  fa c t  15%, 20% or 25%, i t  rep resents 
b il l io n s  o f  d o lla r s .  The fa c t  is  th a t we d on 't r e a lly  know 
what the maintenance and ope ra ting  co s ts  run fo r  g iven p ro je c ts .

0784 Rep. G ard iner d iscussed  the in f la t io n a ry  im pacts .of c a p ita l 
p ro je c ts , fo r  example highway co n stru c tio n  running between 
25% and 30% per year, and housing co sts  (a good index) between 
3C%-40% per year. T h is  w i l l  "came back to  haunt us" and re s u lt  
in  (a) m arg in a lly  econom ical p ro je c ts  be ing pushed o ff;  hydro­
e le c t r ic  p ro je c ts , fo r  example are sub ject to  20%, 30% o r 40% in ­
f la t io n  and (b) businesspersons w i l l  be a ffe c te d , and w i l l  push 
o f f  p ro je c ts  m a rg in a lly  econom ical to  them.
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W ith respect to  c a p ita l p ro je c t co s ts , fin an c in g , and p lann ing, 
the s ta te  must take in to  account a d e ta ile d  p lan; we need a system 
more accurate about '".be n e t co sts. P re sen tly  the f is c a l notes on 
b i l l s  are not b ind ing .

0850 I t  ra is e s  consciousness about the tru e  co st o f a b i l l  to  have such 
th in g s as f is c a l notes; even i f  not mandated, th is  system would 
have a p o s it iv e  e f fe c t  in  th a t regard. I t  would fo rce  people to  
d ea l more r e a l is t ic a l ly  w ith  c a p ita l p ro je c ts . W ith th is  corrrent 
Rep. G ard iner c lo sed  h is  form al p resen ta tion .

Sen. S turgu lew ski sta ted  th a t there  is  some m erit in  exp lo rin g  
the idea , in  c re a tin g  a s ta tu te  mandating the use o f accurate 
co s t p ro je c tio n  in c lu d in g  maintenance and operating co sts. The 
system should a lso  cover p ro je c ts  financed  through bonds.

Rep. G ard iner sta ted  th a t the lif e - c y c le  co st concept is  s t i l l  
v a lid .  A t the tim e o f i t s  in ce p tio n , the life - c y c le  co st concept 
was to  be implemented in  DoTPF; i t  would be sen s ib le  to  apply i t  
w ith in  the O ff ic e  o f  Budget and Management. There is  a need fo r  
a system re q u ir in g  th a t some p lann ing  has been done before an 
ap p rop ria tion  is  made. Rep. G ard iner c ite d  occasions where 
supplem ental app rop ria tio n s keep having to  be made to  complete

0892 a p ro je c t.

0909 Ron le h r , D ire c to r o f the O ff ic e  o f Budget and Management,
responded to  Rep. G ard iner. T h is  year the o f f ic e  is  operating  
w ith  an eye to  a s ix  year c a p ita l budget; the f i r s t  two o r three 
years one pays c lo se  a tte n tio n  to . Ron Lehr d iscussed  the 
P u b lic  F a c il i t ie s  P lann ing  Fund, and touched on the sub ject o f 
t h is  y e a r 's  c a p ita l budget. H is  o f f ic e  looks a t agencies' 
p ro je c tio n s  o f co s t over tim e. They have been try in g  to  work up 
Maintenance and O perating form ulas to  improve agency in form ation , 
ta k in g  in to  account in te ra c t io n  w ith  the spending lim it ,  the 
p o rtio n  o f funds to  be o p e ra tio n a l.

The committee members turned th e ir  a tte n tio n  to  a question  which 
has ye t to  be d e f in it iv e ly  answered: the c o n s t itu t io n a lity  o f 
in v e s tin g  earn ings o f a fund in  the fund balance.

Anselm Staack, Com ptro lle r fo r  the S ta te  Treasury in  the Dept, o f 
Revenue, sta ted  th a t the Power Development Fund has been sued 
over an u n sp e c ifie d  in te re s t  amount being au tom atica lly  included; 
same contend th a t t h is  is  i l le g a l.  T h is  le g a l question  a ffe c ts  
many funds. The s ta tu s  o f t h is  question  w i l l  be c la r if ie d  in  about 
a week.

Ron Lehr sta ted  th a t a problem  may a r is e  w ith  the c o n s t itu t io n a lity  
o f the re vo lv in g  aspect o f v a rio u s  funds. There are a number o f 
accounts to  keep tra ck  o f. He re fe rre d  to  Section  F o f the  b i l l  
under d iscu ss io n , n o ting  th a t money is  no t even appropria ted , i t



i s  ju s t  kept in  an account which is  drawn on. He th in ks th a t i t  
ought to  be appropria ted  to  co n tro l the flow — and w ou ldn 't want 
th a t d is c re t io n  g iven  to  the Commissioner o f Revenue (" th a t's  
noth ing aga in st the C a rm iss ione r"). One m ight avo id  a p o te n tia l 
problem  w ith  a "ded icated  fund". He fu rth e r noted tha t the 
the b i l l 1s p ro v is io n  fo r  the  c a lc u la t io n  o f the way money goes 
in to  the fund leaves "q u ite  a cush ion".

W ith respect to  the b i l l  d e fin in g  op e ra tio n a l co s ts , Ron Lehr posed 
the question , "Do you in c lu d e  on ly  p h y s ica l p la n t operation , o r 
a lso  program costs?" In many cases, such as the P ioneers' Homes 
and schoo ls, i t  is  d i f f ic u l t  to  f in d  c o s ts . He suggested something 
be added to  the b i l l  addressing program co sts. He ra ise d  the 
question  o f replacem ent co s t (rep la c ing  the MV Tustemina co st DoTPF 
$55 m illio n )  which is  not s p e c if ic a lly  addressed in  the 1028

le g is la t io n ,  and touched b r ie f ly  on the "m un icipa l gran t h itch " and 
co sts  which w i l l  be borne by m u n ic ip a lit ie s .

1037 Sen. S turgu lew ski asked Ron Lehr i f  he was approaching th is  issu e  
a t a l l  in  cu rren t f in a n c ia l p lann ing .

Ron Lehr responded th a t they are u sing  a f iv e  year budget model 
which they w i l l  s ta r t  p u ttin g  on a computer next month.

1053 John Bates, Deputy Carm issioner o f DoTPF spoke on the S tate P u b lic  
F a c il it y  p lan . A requirem ent has been in  ex is ten ce  s in ce  1978 to  
include3 some life - c y c le  co s tin g  fo r  p ro je c ts . The emphasis on 
the s ta te  f a c i l i t ie s  p lan  has waned.

John Bates d iscussed  aspects o f lif e - c y c le  co s ts , and stated  th a t 
DoTPF is  p rov id in g  a co st-ou t statem ent fo r  the Governor's budget.

1096 Accord ing  to  John, th is  in v o lv e s  "g e ttin g  w ith  the s ta te  agencies 
to  d e fin e  gene ra lized  types o f opera ting  co s t form ulas". The 
le g is la tu re  is  going to  have to  app rop ria te  se rv e ra l tim es the 
amount o f c a p ita l p ro je c t a p p rop ria tio n s  fo r  opera tion  and 
m aintenance. He stressed  the im portance o f two year- cy c le  fund ing, 
and described  hew th is  p rocess p rov ides an oppo rtun ity  to  shew 
the tru e  co st o f a c a p ita l f a c i l i t y .  He a lso  d iscu ssed  P u b lic  
F a c il i t y  P lann ing  Fund monies. Many p ro je c ts  in  the Governor's 
'82 budget have '81 design  and eng ineering  work done on * iem—  
th is  is  an improvement, and a good system. He agreed to  supply 
the committee w ith  lif e - c y c le  co st fig u re s  a t the next meeting 
on SB 689 ( life - c y c le  co s t fig u re s  in c lu d e  the life - t im e  co st

1123 o f the p ro je c t) .

1149 Sen. F is ch e r responded th a t he was im pressed by the progress made 
in  the la s t  12 months. Sen. S turgu lew sk i agreed, s ta t in g  th a t 
as long as th is  system is  used the data w i l l  get b e tte r  and 
peop le w i l l  use the system ( life - c y c le  costing ) more. There 
is  a need to  s ta r t  g e tt in g  accurate in fo rm ation  and a need to  b u ild  
a r e lia b le  model.

1172 Anselm Staack re fe rre d  to  the f is c a l note fo r  SB 689, s ta tin g  th a t



i t  was v a lid  fo r  management o f the invested  funds po rtion ; i t  does 
not cover a d m in is tra tiv e  co s ts . The f is c a l note w i l l  be the same 
whether the asse ts amount to  50 m illio n  o r 1 b i l l io n  d o lla rs ;  a 
la rg e r fund would not req u ire  a d d it io n a l a d m in istra tiv e  p o s it io n s .

He added th a t tnere is  no question  about the long-term  impact o f 
bonds, and acknowledged th a t the d ed ica tio n  o f in te re s t  w ithout 
s p e c if ic  ap p rop ria tion s (as p re v io u s ly  d iscussed) does present a 
problem . I f  the in te re s t were earned w ith  the  fund and 
appropria ted  each year i t  m ight "c lo se  p o te n t ia l le g a l problem s".
I t  was the "u n sp e c ifie d  amount" w hich has caused present le g a l 
tro u b le s .

1198 Sen. F is ch e r suggested the p o s s ib il it y  o f app rop ria tin g  fu tu re  
in te re s t  earn ings to  the fund in  a b lan ke t app rop ria tion  in  
advance.

1210 Sen. S turgu lew sk i ra is e d  questions about ap p rop ria tin g  the
corpus (as in  the case o f the A g r ic u ltu re  Revo lv ing Loan Fund) and
"never seeing i t  again  i t  d oe sn 't come up fo r  app rop ria tion
aga in ."

Anselm Staack responded th a t th is  crea te s the same problem as we 
con fron t w ith  the Permanent Fund d iv id e n t program. I f  the AG 's 
o p in io n  comes back and s ta te s  th a t the in te re s t  must be 
s p e c if ic a lly  appropria ted  fo r  p ro je c ts  " th a t w i l l  change 
e ve ry th in g ". The c le an e st way is  to  ge t a s p e c if ic  d o lla r  appro­
p r ia t io n  la te r  on. Sen. F is ch e r s a id  he looked forward to  
g e ttin g  the AG 's op in ion  and Anslem 's adv ice  on how to  fu rth e r im­
prove the b i l l  (SB 689. .

1242 Pe te r McDowell, o f Homan--McDowell, reported  on "s ta te -o f- th e -a rt"  
maintenance and operating  co s t p ro je c tio n s  fo r  A laska  p u b lic  
f a c i l i t ie s .  He brought w ith  him a rep o rt on maintenance and opera­
t in g  co s ts  on schoo l b u ild in g s  in  A laska , and described  hew the 
in fo rm ation  was organ ized. Eroken ou t by schoo l d is t r ic t ,  the 
s ta te  has over 502 attendance cen te rs , co s tin g  12% m illio n  d o lla r s  
per square fo o t. The d is t r ic t s  spent $6% m illio n  in  1981 ju s t  fo r  
f a c i l i t ie s .  The rep o rt, P e te r McDowell s ta ted , cou ld  be p a rt o f a 
data base from new on, cou ld  be an index fo r  co st o f b u ild in g  
maintenance in  va rio u s  p la ce s , become a " ru le  o f thumb".

1273 P e te r McDowell d iscussed  the concept o f con ce iv in g  o f maintenance 
and ope ra tin g  expenses o ccu ring  ra te a b ly , w ith  r e la t iv e ly  constant 
d iscou n t ra te s . I t  i s  "on ly  the f i r s t  10 years you r e a lly  care 
about fo r  determ in ing ope ra ting  and maintenance c o s ts " . Pe te r

1315 then read an excerp t frcm  a paper w r itte n  by Dr. Malcolm  G i l l i s  
10-23-81 regard ing  maintenance co s ts .

Sen. F is ch e r asked i f  program co sts  cou ld  be added tc  the inform a­
t io n  in  Pe te r M cDow ell's study. Pe te r responded th a t !both 
ope ra tin g  and program co s ts  are in c luded  in  the rep o rt.

Mark Seegers, employed a t the O ff ic e  o f Budget and Management



po in ted  ou t th a t life - c y c le  co s t is  a re la t iv e  th in g . "You d o n 't 
ge t an abso lu te  va lue  fo r  maintenance and operating co sts ."
A s p e c if ic  b u ild in g  type (such as those covered in  McDowell's 
study) w i l l  not make a genera l form ula.

1361 Pe te r McDowell responded th a t the fig u re s  are rep resen ta tive
fo r  the purposes o f estim ating  maintenance and operating  va lues 
fo r  va rio u s  areas fo r  use as a data base.

1379 Sen. S turgu lew ski sta ted  th a t she was g ra te fu l fo r  the hearing 
and fo r  the good inpu t. The Budget and A ud it Conrrittee wants 
to  advance the whole issu e  o f maintenance and operating  cost 
fund ing , and needs a ss istan ce  w ith  the p ra c t ic a l aspect. They 
are lo ok in g  fo r  p ra c t ic a l a p p lic a tio n s .

1397 Pe te r McDowell stated  th a t what is  la ck in g  is  b rin g in g  together 
the p ieces: Departments o f Education, T ransporta tion  and P u b lic
F a c il i t ie s ,  e tc .

I t  was mentioned th a t Price-W aterhouse is  doing soma study on 
s ta te  fin a n c in g . Sen. S turgu lew ski ccnmented t lia t  a b ra in ­
storm ing session  m ight be u se fu l, and concluded th a t i t  would 
be a cha llenge  to  o thers to  th in k  about i t .

1419 The meeting adjourned.
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M E M O R A N D U M

TO: A l l  s e n a t o r s

F R O M :  Sen. V i c  F i s c h e r

D A T E :  N o v e m b e r  24, 1 9 8 1

S U B J E C T :  F u n d i n g ,  m a i n t e n a n c e  a n d  o p e r a t i o n  f o r  f u t u r e
c a p i t a l  p r o j e c t s

I h a v e  b e c o m e  i n c r e a s i n g l y  c o n c e r n e d  a b o u t  the e a s e  w i t h  
w h i c h  w e  f u n d  c a p i t a l  p r o j e c t s  w i t h o u t  m u c h  c o n c e r n ,  if  
any, f o r  m e e t i n g  t h e  c o s t  o f  m a i n t a i n i n g  a n d  o p e r a t i n g  
e a c h  p r o j e c t .  T h e  p r o b l e m  e x i s t s  at b o t h  t h e  s t a t e  a n d  
l o c a l  l e v e l s .

I w o u l d  a p p r e c i a t e  y o u r  c o n s i d e r i n g  t h e  a t t a c h e d  a n a l y s i s  
of a n d  p r o p o s a l  f o r  c o n t r o l l i n g  c a p i t a l  p r o j e c t  m a i n t e n a n c e  
a n d  o p e r a t i o n  c osts.

T h e  s t a t e  h a s  e m b a r k e d  o n  a n  e v e r  i n c r e a s i n g  v o l u m e  of 
p u b l i c  w o r k s  a n d  o t h e r  c o n s t r u c t i o n  p r o g r a m s ,  a n d  t h e r e  is 
a g r o w i n g  c o n c e r n  a b o u t  t h e  i m p a c t  t h a t  t h e  c o s t  of m a i n ­
t a i n i n g  a n d  o p e r a t i n g  c a p i t a l  p r o j e c t s  w i l l  h a v e  o n  f u t u r e  
s t a t e  o p e r a t i n g  b u d g e t s .  T h e  p r o s p e c t i v e  c o n s t i t u t i o n a l  
l i m i t  o n  o p e r a t i n g  b u d g e t s  m a y  c a u s e  a r e a l  s q u e e z e  o n  
o n g o i n g  p r o g r a m s  w h e n  n e w  c a p i t a l  p r o j e c t s  c o m e  on line.

M a i n t e n a n c e  a n d  o p e r a t i o n s  e x p e n s e s  can, o v e r  the l i f e  of 
a c a p i t a l  p r o j e c t ,  e x c e e d  o r i g i n a l  c c a s t r u c t i o n  c o s t s  b y  
as m u c h  a s  400%. A l t h o u g h  a u t h o r i z i n g  a c a p i t a l  p r o j e c t  
g u a r a n t e e s  t h a t  t h e  s t a t e  w i l l  i n c u r  f u t u r e  m a i n t e n a n c e  
a n d  o p e r a t i n g  e x p e n d i t u r e s ,  t h e  l e g i s l a t u r e  d o e s  n o t  p r o v i d e  
f o r  t h e  f i n a n c i n g  o f  s u c h  f u t u r e  e x p e n s e s .  It is q u i t e  
p o s s i b l e  t h a t  i n  f u t u r e  y e a r s  t h e  s t a t e  m i g h t  n o t  b e  a b l e  
to a f f o r d  t o  m e e t  c o s t s  t h a t  a r e  b e i n g  c o m m i t t e d  at t h i s  
t i m e .

T h e  b u r d e n  o f  f u t u r e  m a i n t e n a n c e  a n d  o p e r a t i o n  e x p e n s e s



M e m o
A l l  S e n a t o r s  
Nov. 24, 1 9 8 1

c a n  be c o n t r o l l e d  b y :  (1) n o t  c o n s t r u c t i n g  c a p i t a l  p r o j e c t s
w i t h  e x c e s s i v e  m a i n t e n a n c e  a n d  o p e r a t i o n  c o s t s  a n d  (2) p r o­
v i d i n g  c u r r e n t  a p p r o p r i a t i o n s  to m e e t  f u t u r e  m a i n t e n a n c e  and  
o p e r a t i o n  e x p e n s e s .  T h e  s e c o n d  c o u r s e  is d i s c u s s e d  i n  the 
a t t a c h e d  p a p e r .  T h i s  p a p e r ,  p r e p a r e d  a t  m y  r e q u e s t  b y  Ira 
W i n o g r a d  a n d  A n n e  D e V r i e s  o f  t h e  H o u s e  R e s e a r c h  A g e n c y ,  
e x a m i n e s  a p r o p o s a l  f o r  c r e a t i n g  a M a i n t e n a n c e  a n d  O p e r a t i o n  
F u n d  t h a t  w o u l d  r e q u i r e  s t a t e  g o v e r n m e n t  to t a k e  r e a l i s t i c  
f i s c a l  r e s p o n s i b i l i t y  f o r  t h e  f u l l  c o s t s  o f  c a p i t a l  p r o j e c t s ,  
i n c l u d i n g  b o t h  t h e  c o n s t r u c t i o n  a n d  t h e  m a i n t e n a n c e  a n d  o p e r a­
tio n  e x p e n s e s .

I b e l i e v e  w e  h a v e  to e s t a b l i s h  s u ' h  an a p p r o a c h  o r  s o m e  o t h e r  
m e t h o d  i f  t h e  p r o j e c t s  w e  b u i l d  t o d a y  a r e  to s e r v e  us e f f e c t i v e­
l y  i n  t h e  f u t u r e .  O t h e r w i s e  w e  m a y  h a v e  j a i l s  t h a t  w e  c a n ' t  
a f f o r d  to o p e r a t e ,  t r a n s p o r t a t i o n  f a c i l i t i e s  t h a t  c a n ’t b e  
m a i n t a i n e d ,  o r  o t h e r  p r o j e c t s  t h a t  d o n ' t  s e r v e  t h e  f u n c t i o n  
f o r  w h i c h  t h e y  w e r e  d e v e l o p e d .  A n d  a l t h o u g h  this p a p e r  d e a l s  
s t r i c t l y  w i t h  s t a t e  l e v e l  p r o j e c t s ,  I b e l i e v e  w e  m u s t  a l s o  
m a k e  s u r e  t h a t  a t t e n t i o n  is g i v e n  to a s i m i l a r  s i t u a t i o n  
e x i s t i n g  a t  t h e  m u n i c i p a l  l e v e l ,  f r e q u e n t l y  e n c o u r a g e d  b y  s t a t e  
g r a n t s  to l o c a l i t i e s .

I w o u l d  g r e a t l y  a p p r e c i a t e  y o u r  c o m m e n t s  o n  t h e  a l t e r n a t i v e s  
i n  t h i s  r e p o r t  a n  a n y  s u g g e s t i o n s  a b c u t  o t h e r  o p t i o n s  that 
o u g h t  to b e  c o n s i d e r e d  to c o n t r o l  t h e  c a p i t a l  p r o j e c t  m a i n ­
t e n a n c e  a n d  o p e r a t i o n s  c o m p o n e n t  of o p e r a t i n g  b u d g e t s .

T h a n k s  f o r  y o u r  c o n s i d e r a t i o n ,  a n d  b e s t  r e g a r d s .
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TO: Senator Vic Fischer

Research Staff

RE: Feasibility of a Maintenance and Operation Fund

In response to your request, this memorandum discusses issues surround­
ing the creation of a fund to finance future maintenance and operation 
(M&O) expenditures on State capital projects. We have circulated a 
review draft of this memorandum to staff of the executive and legisla­
tive branch agencies that are involved in the capital budgeting process. 
Many of their comments are reflected in this final memorandum; in addi­
tion, we have attached a letter from Kit Duke, Regional Director for 
Planning and Programming in DOTPF's Central Region with her comments 
(Appendix A).

Our discussion is divided into five sections covering:

• the problem of financing future maintenance and operations expendi­
tures for those capital projects currently being planned or built;

• the mechanics of how an M&O flind might be structured and funded;

the problems associated with financing future M&O expendi cures 
through a special fund; and,

• a summary of findings and a discussion of other research.

Maintenance and operating costs are not well-defined in the State's 
capital budgeting process. For the purposes of this memorandum, M&O 
costs will be those associated with: 1) the day-to-day operation of
the physical plant of a capital project, such as lights, heat, plumb­
ing, cleaning and garbage pick-up; and, 2) those associated with rou­
tine maintenance, such as replacement of broken windows, roof repairs, 
road and dock repairs. Program costs associated with the operation of 
a facility, such as additional State troopers to. service highways, 
nurses and therapists in Pioneers' Homes, teachers and administrators 
in school buildings, and biologists in fish hatcheries, are not includ­
ed within the definition of M&U costs used in this paper.

Definition of M&O Costs

•v
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THE PROBLEM OF MAINTENANCE AND OPERATING COSTS

As a result of the rapid growth in oil lease and tax revenues, the State 
has embarked on a substantial capital construction program. There is a 
growing concern about the impact that the costs of maintaining and oper­
ating these capital projects will have on the State's operating budget.

This concern has been prompted by three inter-related factors:

1) the anticipated decline in State revenues due to production de­
clines on the Prudhoe Bay oil field later in this decade;

2) the proposed constitution3! spending limit, which would limit 
growth in the State's operating expenditures to the cumulative 
growth in inflation and population; and, '

3) uncertainty about the size of future M&O expenditures.

Given the projected decline in real revenues from oil and gas taxes as 
production from Prudhoe Bay falls later -'n the decade, the State is 
expected to incur large budget deficits if the current ra e of spending 
continues. Such deficits would require decisionmakers to reduce agency 

budgets. It is not clear how expenditures for maintaining and operat­
ing the State's capital stock will fare in a highly competitive contest 
for State funds,

The proposed constitutional amendment to limit State spending also 
raises concern regarding the funding of M&O costs. Under the terms of 
the proposed amendment, the operating budget may only grow as fast as 
the combined growth of population and inflation. Given that the 
State will soon be incurring new M&O expenses for the capital projects 
nearing completion or in the planning stages, it would appear some 
other elements of the budget would have to grow at a slower rate in 
order to absorb these costs within the proposed budget constraints.

In addition, the proposed constitutional amendment may not place an 
effective limit on capital spending. Not only does it require that at 
least one-third of the budget be used for capital projects, it permits 

unlimited use of bond issues to finance these projects. Passage of the 
amendment may create a situation where the State's capital investment 
increases while its ability to operate and maintain that investment is 
not permitted to expand accordingly.

The third factor giving rise to concern is simply that the magnitude 

of these future M&O costs cannot be estimated. The State's capital 
budgeting system does not have any reliable way of projecting M&O costs 
for all projects funded through State appropriations. The implications
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of this lack of information are noted by che General Accounting Office, 
in its study of capitui budgeting practices in different governmental 
and private organizations:

Several of the [organizations] we surveyed were not only un­
aware of the condition of their existing capital infrastruc­
ture, they had also failed to make the connection between add­
ing capital assets and the corresponding costs of operations 
and maintenance. Failure to grasp this connection is important 
because the relationship between the two is not linear. Accumu­
lated physical capital can magnify the longterm effects of opera­
tions and maintenance, particularly when more staff are needed. 
Also, without careful advance planning, requirements for repairs 
can peak, causing a heavy financial burden when many assets are 
acquired in a relatively short space of time .~^

Clearly, the uncertainty regarding the size of future M&O expenditures 
creates a serious problem for fiscal planners, particularly in light 
of uncertainty regarding both she amount of future State revenues and 
restrictions on how they may oe spent.

The State has the followirj options for dealing with this anticipated 
problem of funding M&O cor :s:

1) Construction of some new capital projects might be curtailed, 
thereby reducing additions to future M&O obligations;

2) The budgets for other State programs might be decreased to insure 
that sufficient revenues are available for M&O expenditures;

3) Current revenues might be set aside in an income-producing fund 
which could be used solely for future M&O expenditures, thereby 
reducing competition for funds 'in the future;

4) Facilities might be: closed; operated at a redjced level of ser­
vice; and/or allowed to deteriorate as required maintenance expen­
ditures are deferred.

1 U.S. General Accounting Office, Federal Capital Budgeting: A
Collection of Haphazard Practices, A- P.eport to Congress, February 
26, 1981, page 47. This study evaluates the successfulness of the 
capital budgeting process at different levels of government and in 
private industry.

4
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Given the low priority usually given to M&O expenditures in governmen­
tal organizations across the country, there is speculation that the 
State's approach to these future funding requirements may rely primar­

ily on the fourth option - that of spending fewer maintenance and oper­
ating dollars than are really needed because the funds cannot be divert­
ed from other programs. Unfortunately, many local and state govern­
ments, as well as the federal government, are treating M&O expenses in 
this way, as noted by the GAO study:

They [unsuccessful capital budgeting organizations] tended to add 
capital items inexorably with no thought as to how they would pay 
for ooerations and maintenance in the future. They are now finding 

it difficult to make repairs and renovations, and their bridges, 

roads, and other capital assets show signs of serious deteriora­
tion.2

The remainder of this paper discusses the feasibility of the third 
option mentioned above: that of setting aside current revenues into
an income-producing fund for the purpose of funding future M&O expendi­
tures.

THE'MECHANICS OF AN M&O FUND

This section describes how an M&O fund might be structured and operat­

ed. The following section discusses whether or not such a fund v/ould 
be able to achieve its objecti'/e of meeting future M&O funding needs.

Funding Options

A fund to finance future M&O costs could be structured in one of two 
ways:

1) an amount equal to the present value of estimated future M&O 
costs for a particular capital project(s) could be appropriated 
into a self-1 iquidating fund. Over the life of the project, 
principal and income from this fund would be used to pay M&O 
costs; a self-liquidating fund is not designed to finance the M&O 
expenses of capital projects having an indefinite life, such as 
highways.

2) an amount sufficient to generate annual income equal to projected 
M&O costs for a project(s) could be appropriated into a permanent

2 GAO, page 47.



Senator Fischer

Auqust 24, 1981

Page 5

fu n d. Only the income off invested principal v/ould be used to 
pay M&O costs. As only the earnings from this fund v/ould be 

used, the initial appropriation v/ould be much larger than that 
for a self-liquidating fund. For example, if the fund earns 10% 
on its principal and it must finance annual future M&O expendi­
tures of $100 million, then its principal balance v/ould need to 
be $1 billion.

Either a self-liquidating or permanent fund may be financed by a one- 
time appropriation or an annual appropriation; clearly, a fund receiv- 
ing a one-time appropriation has a fixed amount of financial resources 

v/hich limits its ability to finance increasing M&O costs.

An annual appropriation might consist of dedicated revenues or General 
Fund appropriations which are automatically transferred to the fund. 
Annual appropriations into a self-liquidating fund would ideally be cal­
culated to cover ail or part of the present value of the future M&O 

costs associated with that year's capital expenditures. Funds would 
be provided for those projects on a fixed liquidation schedule approxi­
mating the life of the project.

Legal Basis

Either legislation or a constitutional amendment could be used to 
create a self-liquidating fund. Although there is no guarantee that 
future legislation would not abolish the fund, AS 37.2b.010 provides 
for the creation of "valid obligations", such as an endowment fund. 
If a fund is considered a valid obligation the unexpended balance 
is automatically reappropriated", as stated beTow:

The unexpended balance of a one year appropriation authorized in 
an appropriations bill lapses on June 30 of the fiscal year for 
which appropriated. However, a valid obligation (encumbrance) 
existing on June 30, is automatically reappropriated for the 
fiscal year beginning the succeeding July 1, if it is recorded 

with the Department of Administration by August 31 of the succeed­
ing fiscal year. (AS 37.25.010)

In order to insure the continuation of a self-liquidating fund for its 
planned life, it might be preferable to adopt a constitutional amend­
ment. However, constitutional amendments creating legal provisions 
with a fixed liquidation date are seldom ado pte d; in addition, the crea­
tion of several funds through amendments to the constitution is a cum­
bersome process.

A "permanent M&0 fund" also could be created by either legislation or 
a constitution!1 amendment. However, a constitutional amendment v/ould
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be required to guarantee the continued existence of a "permanent" fund, 
fund, as future legislatures are not bound by prior legislation. In 
addition, a constitutional amendment is required to dedicate revenues: 
"The proceeds of any state tax or license shall not be dedicated to 
any special purpose except as provided in section 15 of this article..." 
(Art. IX Sec. 7)

Allocation

A permanent or a self-liquidating fund might finance the entire amount, 
or a portion of M&O expenses for single projects (e.g. Susitna), 

single entities (e.g. University of Alaska, Juneau), or single types 
of capital projects (e.g. airport runways).

In order to allocate funds, the M&O expenses of the selected projects 
must have their own budget classification. Legislation would be needed 
which required separate M&O accounts for specific capital projects or 

operating entities. A separate classification would allow monies to 
be allocated strictly for maintenance and operations. This data is 
needed to evaluate the accuracy of both expense projections and revenue 
allocations to the fund. If these estimates are inaccurate and the in­
accuracy is not corrected, specified capital project(s) might not be 
funded at the level desired. In this event, it is likely that indivi­

dual accounts would have to be revised by supplemental appropriations 
making corrections for inaccurate projections.

A formula for allocating funds to specific projects could be establish­
ed by legislation and administrative responsibility could then be given 
to an executive branch agency. Allocation might also be considered a 

legislative or executive perogative. Direct allocation by a policy­
making body would allow for more discretionary use of the fund. The 
allocations might be readily adjusted to reflect policy changes or 
earnings performance.

Administration

Administration includes management of the principal, and management of 
allocations to endowed projects. Although ultimate responsibi1 ity for 
managing a fund rests with State officials, the day to day management 
responsibi1ity'might rest with agency staff or professional financial 
managers. For instance, the principal of the Alaska Permanent Fund 
is administered by the Department of Revenue. The Commissioner of 
Revenue is advised by a committee appointed by the Governor and he 
may enter into contracts for services providing investment advice.
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ISSUES ASSOCIATED WITH M&O FUND FINANCING

It would appear that setting aside current funds so that the State's 
growing capital stock can be adequately operated and maintained in the 

future is prudent fiscal policy. However, there are a number of prob­

lems involved in implementing such a concept which detract from its 
usefulness in practice. This section discusses these potential prob­
lems.

Accounting Constraints

In order to implement a "fund" approach to financing M&O expenditures, 
it is necessary to: 1) project these expenditures with some confidence;
and, 2) isolate these costs in operating budgets so that the funds can 
be allocated properly. During the course of our research it became 
apparent that an M&O fund could not &e implemented at this time in 
Alaska because:

1) existing budget procedures do not record M&O expenses by the pro­
ject for which they are incurred; consequently, there is no cost 
history by project, under Alaskan conditions, on which to base a 
projection;

2) costs vary widely in different parts of the state for the same 
type of M&O activity; this makes "rules of thumb" less useful as 
a way of estimating M&O costs; and,

3) M&O expenses currently are not broken out as a budget category, so 
the e is no straightforward way of matching M&O fund monies alloca­

ted for a capital project to the costs incurred. (A description^ 
of the State's caoital budgeting process is found in Appendix B).

As Jay Hogan, the Director of the Legislative Finance Division, noted, 
‘it is technically impossible to make accurate maintenance and operation 
projections and it would be difficult to keep track of extensive supple­
mental appropriations. ‘

Under current procedures, it v/ould not be possible to determine the 
amount of money which should be appropriated to the fund, nor would it 
be possible to distribute these funds as needed to different capital 
projects. Implementing an M&O fund concept given these limitations in 
accounting practices would result in either 1) some capital projects 
receiving more money than they needed while others received less, if 
the fund allocates on a project basis, or 2) M&O expenditures as a 
whole being overfunded or underfunded, if the fund is used for all M&O 
costs regardless of project.
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Flexible Priorities

Advocates of M&O funds argue that the dedication of revenues to provide 

a consistent source of financing for financial obligations incurred 
now is an act of fiscal responsibility. Opponents, however, argue 
that fiscal responsibility is better maintained through the ongoing 

legislative process than through a dedication which is binding on the 
future. They argue that there should be competition for funding among 
diverse public needs on a regular basis, because such competition and 
repeated evaluation permit changing priorities to be accommodated 
through the budget process. Problems might be created in the future 
if an M&O fund has more revenues than it requires while other programs 
have to sustain budget cuts.

Increased Future Revenues Through Investment Earnings

Advocates of endowment funds argue that they have the potential to 
appreciate in value through profitable investment of the principal. 

However, endowment funds also have the potential to depreciate in
value; if their yield is below the inflation rate, the real value of
the principal would be decreased. For example, during fiscal year 

1980 the Alaska Permanent Fund had a rate of return of 11.3 percent, 
which provided little if any real growth.

Greater investment risk generally yields greater rewards and a strong 
profit motive, not present in the public sector, is necessary for
successful investing. Therefore, it can be argued that public bodies 

are not well suited to make profitable investments as they tend to 
avoid risk. At the same time that the Permanent Fund was earning
11.3 percent, many private sector financial managagement firms, includ­
ing those with low risk investment policies, have obtained rates of 
return far superior to the rates of return earned by some of the larg­
est publicly administered funds.

It is generally recognized that large financial markets provide better 
opportunities for conservative investment than smaller markets. As the 
large financial markets are external to Alaska, the best opportunities 
for profitable low risk investment are often outside the state. How­
ever, many Alaskans object to external investments as they result in 
less money being made available for in-state use.

Limitation of Current Expenditures

While endowment funds do provide an opportunity to save current ex­
cess revenues and limit current expenditures, opponents of such funds 
see two problems: 1) limiting current spending does not allow the
State to take the opportunity to make up for years of insufficient


