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that purpose under the procedures required by AS 38.05.300 and 38.05.945. Sales
under this section shall be at fair market value and the purchaser shall reimburse the
state for the appraisal, survey, and platting costs for the recreational cabin site.

(b) The annual fee for a remote recreational cabin site lease shall be set by the
commissioner so as to ensure that the state receives a fair return for the use granted
by the lease for the term of the lease. The commissioner shall establish regulations
that specify the application procedures for and the terms and conditions of a remote
recreational cabin site lease. A lease must be for a term of not more than five years,
and may be renewed for one additional five-year period. At any time during the lease,
the lessee may purchase the remote recreational cabin site by having the site appraised
and surveyed in a manner acceptable to the department and by paying to the state the
fair market value for the site. The lease may not be assigned by the original lessee
during the term of the lease.

(c) A remote recreational cabin site lease may be terminated by the
commissioner hefore the expiration of the term of the lease if a permittee fails to use
the land under lease in the manner required by the terms of the lease. After
termination of a remote recreational cabin site lease, improvements or personal
property on the land subject to the lease shall be managed in the same manner as
required by AS 38.05.090.

* Sec. 38. AS 38.05.810(a) is amended to read:

(a) Except as otherwise provided in AS 38.05.183(h), the £1) lease, sale, or
other disposal of state land or resources may he made to a btate or federal agency or
political subdivision, {2} [THE] lease, sale, or disposal of coal deposits suitable for
mining may be made to a utility owned and operated by a government agency or
nonprofit cooperative association organized to participate under the Federal Rural
Electrification Act for the purpose of generating electric power and energy or the
production of process steam, or hoth, £3} [OR THE] sale or other disposal of state land
may be made to a tax-exempt, nonprofit corporation, association, club, or society
organized and operated exclusively for the management of a cemetery or a solid waste
facility, or (41 sale or other disposal of land within a state subdivision mav be
made to that subdivision's nonprofit, tax-exempt homeowners' association, for less
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than the appraised value as determined by the director and approved by the
commissioner to be fair and proper and in the best interests of the public, with due
consideration given to the nature of the public services or function rendered by the
applicant ~ [AGENCY,  SUBDIVISION,  TAX-EXEMPT, NONPROFIT
CORPORATION, ASSOCIATION, CLUB, OR SOCIETY, OR UTILITY MAKING
APPLICATION], and of the terms of the grant under which the land was acquired by
the state. The commissioner shall ensure, bv regulation, deed restriction, covenant
or otherwise, that disposals of land under this subsection serve a public purpose
and are in the public interest.
* Sec. 39. AS 38.05.850(a) is amended to -ead:

(a) The director, without the prior approval of the commissioner, may issue
permits, rights-of-way or easements on state land for roads, trails, ditches, f.eld
gathering lines or transmission and distribution pipelines not subject to AS 38.35,
telephone or electric transmission and distribution lines, log storage, oil well drilling
sites and production facilities for the purposes of recovering minerals from adjacent
land under valid lease, and other similar uses or improvements, or revocable.
nonexclusive permits for the [LIMITED] personal or commercial use or removal of
resources that the director has determined to be of limited value [OF TIMBER OR
MATERIALS]. The commissioner, upon recommendation of the director, shall
establish a reasonable rate or fee schedule to be charged for these uses, subject to the
exception for nonprofit cooperative associations specified in (b) of this section. In the
granting, suspension or revocation of a permit or easement of land, the director shall
give preference to that use of the land which will be of greatest economic benefit to
the state and the development of its resources. However, first preference shall be
granted to the upland owner for the use of a tract of tideland, or tideland and
contiguous submerge! land, which is seaward of the upland property of the upland
owner and which is needed by the upland owner for any of the purposes for which the
use may be granted.

* Sec. 40. AS 38.05.945(ai is amended to read:
(a) This section establishes the requirements for notice given by the department

for the following actions;
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(1) classification or reclassification of state land under AS 38.05.300
and the closing of land to mineral leasing or entry under AS 38.05.185;
(2) zoning of land under applicable law;
(3) issuance of a
(A) preliminary written finding under AS 38.05.035(e)(5)(A)
regarding the sale, lease, or disposal of an interest in state land or resources for
oil and gas subject to AS 38.05.180(b);
(B) final written finding under AS 38.05.035(e)(5)(B) regarding
the sale, lease, or disposal of an interest in state land or resources for oil and
gas subject to AS 38.05 180(b);
(C) written finding for the sale, lease, or disposal of an interest
in state land or resources under AS 38.05.035(e)(6);
(4) a competitive disposal of an interest in state land or resources after
final decision under AS 35.05.035(e);
(5) [A PUBLIC HEARING UNDER AS 38.05.856(b);
(6)] a preliminary finding under AS 38.05.035(e) [AND 38.05.855(c)]
concerning sites for aquatic farms and related hatcheries;
(6) [(7)] adecision under AS 38.05.132 - 38.05.134 regarding the sale,
lease, or disposal of an interest in state land or resources.
* Sec. 41. AS 38.08.030(b) is amended to read:
(b) Fees for filing an application may not exceed $25 [S10].
* Sec. 42. AS 38.08.040(a) is amended to read:
(a) An applicant meeting the qualifications for homesite entry under
AS 38.08.030 and selected under (f) of this section shall be issued a revocable permit
to occupy and improve the homesite in order to qualify for issuance of patent as
provided in this chapter. The holder of a homesite entrv permit shall pav, in
advance, an annual rental fee of $100. [THE APPLICATION FEE IS THE SOLE
RENT CHARGEABLE ON THE PERMIT FOR ITS DURATION ]
* Sec. 43. AS 38.08.040 is amended by adding a new subsection to read:
(f) If only one application for a homesite parcel is received, the commissioner
shall offer an entry permit for the parcel to the applicant provided the applicant is
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otherwise qualified. If more than one application is received for a parcel, the
commissioner shall select by lottery the applicant who is entitled to receive the permit
for the parcel. The lottery shall be conducted under regulations adopted by the
commissioner that are to the maximum extent practicable consistent with the provisions
of AS 38.05.057 and the regulations adopted under that section.

* Sec. 44, AS 38.09.010(g) is amended to read:

(9) The commissioner may limit the number of persons permitted to obtain
[STAKE] homestead entries within an area designated under (a) of this section by a
lottery of qualified applicants. [THE COMMISSIONER MAY CONDUCT A
LOTTERY HELD UNDER THIS SUBSECTION IN THE COMMUNITY THAT IS
CLOSEST TO THE AREA DESIGNATED FOR HOMESTEAD ENTRY. THE
COMMISSIONER MAY REQUIRE THAT EACH PARTICIPANT IN THE
LOTTERY BE PRESENT UNLESS ATTENDANCE AT THE LOTTERY IS
PREVENTED BY

(1) MEDICAL REASONS, ATTENDANCE AT SCHOOL, OR
MILITARY SERVICE OUTSIDE THE STATE; OR

(2) A MANDATORY, UNAVOIDABLE EMPLOYMENT
COMMITMENT DETERMINED VALID BY THE COMMISSIONER BEFORE THE
SALE\]

* Sec. 45. AS 38.09.030(a) is amended to read:
(a) An applicant for a homestead entry permit shall

(1) submit proof acceptable to the commissioner that the applicant is
at least 18 years of age and has heen a resident of the state for not less than one year
immediately before the date of application; and

(2) pay a fee of 55 per acre according to the description provided by
the applicant if the entrv is on land classified agricultural, or $20 per acre if the
entry is on land not classified agricultural;

(3) agree to comply with the requirements of AS 38.09.050 [,

(4) CERTIFY THAT THE CORNERS OF THE LAND ENTERED
HAVE BEEN STAKED AND THE BOUNDARIES HAVE BEEN FLAGGED; OR

(5) ASSUME FULL RESPONSIBILITY FOR THE ACCURACY OF
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THE DESCRIPTION OF THE LANDFILED WITH THE COMMISSIONER UNDER
AS 38.09.020(b)].

* Sec. 46. AS 38.09.050(a) is amended to read:

(@) The commissioner shall issue a patent to homestead entry land if the permit
holder
(1) either

(A) resides and lives on the homestead entry land for not less
than 25 months within five years after the issuance of the homestead entry
permit and reimburses the state for the survey and platting of the
homestead parcel:

(BL within five vears pavs the state the fair market value of
the homestead parcel at the time of patent and reimburses the state for the
survey and platting of the homestead parcel: or

(Clpavs to the state the fair market value of the homestead
parcel under the terms of a contract under AS 38.05.065 to purchase the
parcel, entered into within five years of the issuance of the permit and
reimburses the state for the survey and platting of the parcel: under this
subparagraph, the fair market value of the homestead parcel shall be
determined as of the date of the contract: and

(2) [SUBMITS AN ALIQUOT PARTS DESCRIPTION OR
COMPLETES AN APPROVED SURVEY OF THE LAND IN AN AREA WHERE
THE COMMISSIONER WAIVES THE RECTANGULAR SURVEY GRID WITHIN
FIVE YEARS AFTER THE ISSUANCE OF THE PERMIT;

(3) ERECTS A HABITABLE, PERMANENT DWELLING ON THE
HOMESTEAD WITHIN THREE YEARS AFTER THE ISSUANCE OF THE
HOMESTEAD ENTRY PERMIT;

(4) BRUSHES THE BOUNDARIES OF THE LAND NOT
DESCRIBED BY ALIQUOT PARTS OR AS A LOT OF RECORD WITHIN 90
DAYS AFTER THE ISSUANCE OF THE PERMIT;

(5)] clears and either puts into production or prepares for cultivation
either 25 percent of the land classified for agricultural use or 50 percent of the
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cropland soils, whichever is less, within five years after issuance of the permit.
* Sec. 47. AS 38.09.050(b) is amended to read:

(b) Nothing in this chapter prohibits a homestead entry permit holder from
residing in a temporary dwelling on the homestead [BEFORE ERECTION OF THE
PERMANENT DWELLING],

* Sec. 48. AS 38.09 is amended by adding a new section to read:

Sec. 38.09.105. REMOVAL OF CONDITIONS ON REMOTE PARCEL AND
HOMESTEAD ENTRY LAND, (a) The commissioner may not include the
conditions of former AS 38.05.078(d) in a remote parcel purchase contract issued on
or after the effective date of this section.

(b) The commissioner shall amend a remote parcel or homestead entry land
purchase contract or patent issued before the effective date of this section to remove
the conditions of former AS 38.05.07S(d) or former AS 38.09.050(e) if the holder of
the purchase contract or patent

(1) requests the amendment;

(2) pays the reasonable administrative costs of the amendment as
determined by the commissioner; and

(3) pays the difference, as established by the commissioner, between
the land’s fair market value hefore the amendment and the estimated fair market value
after the amendment.

* Sec. 49. AS 38.95 is amended by adding a new section to read:
ARTICLE 7. NO OBLIGATION TO PROVIDE SERVICES TO DISPOSALS
OF STATE LAND; NO LIMITATION ON FURTHER DISPOSALS.

Sec. 38.95.300. DISCLAIMER APPLICABLE TO STATE DISPOSALS.
Except as otherwise specifically provided, nothing in this title

(1) obligates the state to provide services to land that is disposed of by
the state, or any grantee of the state, or is the subject of any disposal program;

(2) limits the authority of the state to dispose of land or any interest
in land or resources in the area of the current disposal, provides any exclusive right
or interest in the area of the disposal, or implies or requires that any disposals made
will be limited in type or any other manner.
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* Sec. 50.  AS 38.04.020(c), 38.04.020(f), 38.04.020®, 38.04.020(k);
AS 38.05.035(e)(6)(F), 38.05.040, 38.05.057(g), 38.05.057®, 38.05.079, 38.05.207, 38.05.855,
38.05.856, 38.05.945(g), 38.05.946(h); AS 38.08.090; AS 38.09.010(e), 38.09.020,
38.09.040(a)(2), 38.09.040(a)(3), 38.09.040(a)(4), 38.09.050(d), 38.09.050(e), 38.09.060,
38.09.070, 38.09.090, 38.09.900(1), 38.09.900(3), and 38.09.900(4) are repealed.

* Sec. 51. Notwithstanding AS 41.21.120 - 41.21.125, within Township 10 North, Range

1 East, Seward Meridian, the commissioner of natural resources may

(1) convey a property interest in land to the Alaska Railroad Corporation for
the purpose of realigning the railroad in conjunction with the relocation of the Seward
Highway, provided that the property interest conveyed must be equivalent to that conveyed
to the state-owned railroad under 45 U.S.C. 1201 - 1214 (Alaska Railroad Transfer Act of
1982) and shall be held and managed by the Alaska Railroad Corporation under AS 42.40;

(2) grant a 300 foot wide highway easement to the Department of
Transportation and Public Facilities for the relocated Seward Highway;

(3) grant a 100 foot wide utility easement to Chugach Electric Association,
Inc., for the relocation of the 115 kilovolt electric transmission line (Federal Power
Commission project no. 2170, AA-39417, and ADL 32417) and the electric distribution line
(A-029885) located within the Chugach State Park.

* Sec. 52. A disposal by the Department of Natural Resources of a homesite under
AS 38.08 by lottery, on or after July 6, 1984, and hefore the effective date of this section, is
valid and effective, notwithstanding the fact that the disposal was by lottery, if the disposal
otherwise complied with the requirements of AS 38.08.

* Sec. 53. APPLICABILITY. The change to the interest rate to be charged on contracts
for the sale of land under AS 38.05.065, made by secs. 17 - 19 of this Act, applies to all
contracts under AS 38.05.065 sent by the Department of Natural Resources to purchasers for
signature on or after the effective date of secs. 17 - 19 of this Act.

* Sec. 54. RE;VISOR'S INSTRUCTION. The amendments to AS 38.05.082(b), made by
sec. 24 of this Act, do not affect the amendments made to that subsection by sec. 3, ch. 27,
SLA 1991, effective January 1, 1997. Unless amended or repealed by Act of the legislature
after the effective date of this section, the amendments to AS 38.05.082(h), made by sec. 24
of this Act, continue in effect after the amendments made by sec. 3, ch. 27, SLA 1991, take
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effect January 1, 1997,

* Sec. 55. TRANSITIONAL PROVISIONS: REGULATIONS, (a) Notwithstanding
sec. 56 of this Act, the Department of Natural Resources may proceed to adopt regulations
necessary to implement the changes made by this Act. The regulations take effect under
AS 44.62 (Administrative Procedure Act), but not before July 1, 1995,

(b) To the extent they are consistent with AS 38.08, regulations governing the
selection of applicants for homesite parcels under AS 38.08 in effect on the effective date of
secs. 42 - 43 of this Act remain in effect notwithstanding the amendment to AS 38.08.040,
made hy secs. 42 - 43 of this Act, until the regulations are amended, repealed, or superseded.

* Sec. 56. Except for sec. 55 of this Act, this Act takes effect July I, 1995.

* Sec. 57. Section 55 of this Act takes effect immediately under AS 01.10.070(c).
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HB 191
DNR Land Management Reorganization Bill

This 26-page "housekeeping" bill updates and clarifies Title 38 statutes on management of state land
and other resources. Though not intended as a revenue measure, HB 191 will raise between S65.0 -
S70.0 per year with new and updated administrative service and lease fees.

Attempting to reduce department costs with increased efficiency, the bill eliminates outdated sections
of law and combines management activities. It merges the defunct “land disposal bank" into the
current state land disposal program. That program gains equal footing with other natural resource
sales, allowing, but not mandating, the Division of Land to prepare and seek funding for an annual
schedule of sales, including remote recreation site leases and sales.

By regulation, DNR can also create new land disposal programs as long as it provides for competitive
fair market value sales. An annual land demand study mandated in current law is abolished. In
response to a court decision that found it was unconstitutional to make purchaser appear in person at a
state land sale, the bill gives the commissioner discretion on the location for sales an deletes personal-
appearance requirements,

The current state land sale contract system is changed beginning with termination of its reliance on the
old Federal Land Bank's “prevailing" rate for determinng interest rates, which no longer exists. The
new system sets interests rates at 4 o above the prime rate up to a 9ec cap for agricultural land and
13.5 % cap for all other land sales.

Correcting what we term a 1984 "error" in the veterans’ preference auction law, the bill clarifies chat
such a sale must be held hefore restricted residential lots can be sold at a general public auction. It
also makes it clear that the preference does noi apply to the lottery, homesite or homestead programs.

The bill also simplifies the process for leasing setnets and aquatic farm sites, allowing more standard
state leasing laws to apply. It eliminates the provision that requires the department to determine who
Is the most qualified applicant. If the department cannot determine who is the most qualified, the
lessee will be determined by lot. It also sets an annual lease rate of 5300.00 and makes it clear that an
existing lease holder has a preference to renew over any other applicant,

For aquatic farms it eliminates the annual renewal of a permit process and replaces it with a 10 year
lease and, like other land disposals and leases, public hearings on leasing decisions would be held as
necessary, but not mandated as undercurrent lav/.

The bill gives the state protection against liability and clean-up costs with provisions requiring
restoration of surface lease sites.

The process for adjustment of annual rentals on mining claims and leases is simplified to require DNR
to check the consumer ftrice index each year and adjust the rate, only in S5 increments, if the index
had moved $5 or more.

New language also clarifies that mining developer's surface leases are not subject to competitive
bidding law. The department will be required to adopt regulations setting out the lease procedure and
annual rental rates.
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Henry J. Camarot, "Esq.
12490 N. Madison Ava. N_E.
Bainhridge Island, WA 98110

Attorney for Plaintiffs
(206) 842-1441

IN.- THE SUPERIOR COURT FOR THE STATE OF ALASKA

FIRST JUDICIAL DISTRICT AT JUNEAU

ALASKA JUNEAU ASSOCIATES,

Plaintiff,
VS.
MICHAEL HAYES, et al.,
Defendants. Case No. 1JU-82-2G48 Civ.
AFFIDAVIT OF XERWIN KRAUSE
STATE OF ALASKA )

) SS.
THIRD JUDICIAL DISTRICT )

COMES NOW Kerwin Krause, being first duly sworn upon oath,

depofes and states as follows:
1. I am employed by the State of Alaska ("State"),

Department of Natural Resources, Division of Mining, as the

Property Management Geologist. I have held this position since

approximately January, 1988.
2. Upon the request of Henry Camarot, counsel for

defendants in the above captioned case, | caused to be conducted

a computer records search of tha Division of Mining records to

determine tha number of state mining claims on lands wherein the

State has reserved the mineral estate and the surface estate is

owned by a party other than the State.
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3. Based upon the computer records search carried out

under my supervision on December 29, 1993, there appear to be

approximately 1,441 state mining claims on lands wherein the

State has reserved the mineral estate and the surface estate is

owned by a party other than the State. I cannot guarantee the

accuracy of this number and | make no representations as to the

validity of any of the mining claims included within this number.

FURTHER YOUR AFFIAh"T SAYETH NAUGHT.

h fCIAMAP |

KarvirisJ®rause

subscribed AND SWORN TO before me this &Jjz. day of January,
1994.

Notary Public in and for Alaska
Hy Commission Expires:

I hereby certify that a true and
correct copy of the foregoing was
served by () mail {sf fax () hand
this &« ~ day of January, 1994,. to:

James N. Reeves, Esg.

Bogle & Gates

1031 W. 4th Ave., Suite 600
Anchorage, Alaska 99501
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SECOND AFFIDAVIT OF KERWIN KRAUSE

STATE OF ALASKA ¢

THIRD JUDICIAL DISTRICT )

SS.

COMES NOW Kerwin Krause, being first; duly sworn upon oath,

deposes and states as Tfollows:

1. I am employed by the State of Alaska ("State"),

Department of Natural Resources, Division of Mining, as the

%

Property Management Geologist. I have held th"s position since

approximately January, 1988.

2. This affidavit is offered for the sole purpose of

clarifying the computer search parameters and results described

in my previous affidavit dated January 6, 1994, and filed with

the court in the above-captioned case.
3. The Department of Natural Resources computer programs

available to me are capable of defining land ownership and status

down to the level of a section (640 acres). Any finer

delineation must be determined by manual 1inspection of plats

(maps) of each section, which plats are available for public
inspection at the Department of Natural Resources offices.
4. In the computer search of December 29, 1993, the

results of which are given in my previous affidavit, the computer
records available were searched to determine which sections in

the state contain (@) lands wherein the State of Alaska owns or

has reserved the mineral estate but where the surface estate has

been conveyed to a party other than the-State of Alaska ("split
estate lands"); and (b) state mining claims.
5. The computer search showed that approximately 1,441

nnrmn
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state mining claims are shown as existing within secciona

containing split estate land9. No determination was made as to

whether the state mining claims were located on or overlapped

onto the split estate lands. No manual search of plats was"

ie one planned as this is a very time-consuming

carried out nor
information not currently required

and labor-intensive search for

for a Department of Natural Resource purpose that is most

appropriately carried out by the inquiring party.

00m .
Kerwin RTause

Subscribed and sworn to before me this 31st day of January,

Notary public in and for Alaska.
My commission expires.- Qp-V \gy nQO0,~
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STATE OF ALASKA

1996 LEGISLATIVE SESSION

Original

Revision Date:

Title:

disposal of state land and resources; ..."

Sponsor

Requestor Senate

Expenditures/Revenues

1
FISCAL NOTE

(S) Publish Dale:

Oept Affected Natural Resources

"An Act relating to the managment and

3RU:

Component:

Reos. Therriault. James and Brice

Component Serial No.

operating expenditures
PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

total operating
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)
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(Attach a separata pag« if necessary)
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o
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Management and Administration

Information Resource Management

FYQ2

0.0
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HT

0.0

HB191 revises the current land disposal program and adds a new Remote Cabin Site/Lease program. The
Department of Natural Resources is responsible for tracking all resource activity on state land. The programs
introduced in this bil! require the department's current land record systems to be modified to track this new
information. Modifications must be made in the Revenue and Billing System to track new lease rentals, homesite
permit fees, and remote cabin site revenue. Modifications must be made in the Land Administration System to
track the new programs, which requires setting up case types and transactions. And, modifications must be made
in the Land Status GIS system to map the new activities on state status plats, the state's graphic land record maps
of land ownership and resource activity. The costs for these modifications is $18.0.

PREPARER TQ PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S, LEGISLATIVE OFFICE

iho191irm.xIs nev 4/30/96)  FOr further distribution information call the Governors Legislative Office
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No.

FISCAL NOTE . )
Bill Version: SdS SSY

STATE OF ALASKA

1996 LEGISLATIVE SESSION

Revision Cate: Original Dept Affected Natural Resources

fS) Publish Date: 5 / /

Title: An Act relating to the management ana 3RU: Resource Cevelooment
disposal of state land and resources... Component: Land Development
ioonsor Representative Therriault

.Requestor Senate Finance Component Serial No. #431

Gxoenditures/Revenues 'Thousands of Dollars)

,OPERATING EXPENDITURES “vYo97 PY33 = fiygg VoG rVOT ' ' rYO02
-ERSONAL SERVICES 140.0 140.0 140.0 140.0j 140.0 140.0
TRAVEL 5.0 5.0 3.0 5.0]j 5.0 5.0
mCONTRACTUAL 5.0 3.0 3.U 5.0f 3.0 3.0
*SUPPLIES 1

EQUIPMENT

IAND & STRUCTURES )

'GRANTS. CLAIMS 1

MISCELLANEOUS |

TOTA1TDPFRATING icu.0 150.0 150.0 150.01 150.0 150.0

'CAPITAL"EXPENDITURES "W W W TTif]
TTANGE IN-REVENUES (1 005 00,j | TTIT

FUND SOURCE o (. (T.h.o.usands of Dollars)

11002 i-eaerai Receipts 1

11003 GF Match | 1

11004 GF | 1

(1005 GF/Program Receipts 150.0 150.01 150.0 150.0T 150.0 150.0
11006 GF/MHTIA | 1

«Cther | i

; TOTAL 150.0 T50.01 150.0 150.01 150.0 150.0

Estimate of any current year (FY96) cost: $ none

POSITIONS

IPULL-FIMt 2 2
PART-TIME i 0i
ITEMPORARY 0 0]
ANALYSIS: (Attach a separate page if nec**sa<y)
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!
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l
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The operating expenditures are necessary to offset the elimination of the positions in the FY97 proposed budget The program
was reduced based on the current law that says that shore fishery leases are non-mandatory and that only reasonable
administrative costs to cover the expenses of the program can be charged. With passage of HB 191, closer to fair market
value for the leases may be charged when they come up for renewal. The two positions that administer the program need to
be funded so that the additional revenue to the state can be realized.

The changes proposed in this bill will generate more revenues for the state based on increased revenues for aquatic farm and
shore fishery leases; increased applications and jrvice fees for land disposals; and a requirement that all land disposals be

for at least fair-market value.

Attached table shows increased revenue estimates.

Voo

Phone: 269-8503
Division: Land > / Date: 30-ADr-S6
Apptoved by Commissioner

Date: 30-Aor-96

Agency: NaturakResources Y,

PREPARER TQ PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

ICSHBIILXLS Rev 4/30/96) Pagn 1 ot 2



Page 2 - SCSSSHO6191(RES) - Fiscal K_,enue Analysis

FYO97 Pr'og FY99 FY00 FY01
Shore Fish 21.9 31.3 15.5
Aquatic Farm 3.9 8.7 3.7
Homestead Application Fees 15 15 15 15 15
Homestead Entry Permits 28.0 28.0 28.0 28.0 23.0
MEW REVENUE 56.3 70.0 53.7 29.5 29.5
EXISTING REVENUE 390.2 456.5 526.5 530.2 580.2
TOTAL EST. REVENUE 456.5 5255 580.2 609.7 509.7

" All Shore Fish leases will be converted to the new lease rate after FY99. There will be no more
new" revenues to report in the out years. The estimated annual revenue for Shore Fish leases
will increase from S$3S0.0 in FY96 to 5425.0 by the year FY00.

" All Aquatic Farming leases will be converted to the new lease rate after FY99, There will be no

Tiore 'new" revenues to report in the out years. The estimated annual revenue for Aquatic Farm
eases will increase from S31.5 in FY96 to S57.8 by the year FY00,

ICSHBI9I.XLS Rev 4/30/96)

FY02

1.5
28.0
29.5

580.2
609.7
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FISCAL NOTE ¢ Bbvelsion: ~HB 191 (r 1v)
STATE OF ALASKA. (H) Publish Date: 4/28/95
1995 LEGISLATIVE SESSION

flexion Date: 24-Acr-95 Deot Allectea: Natural Resources
Titt& An Ac: relatino to the (Tunaaement ana cisccsal of 3RU: nescurca Oevelcomeni
state and and resources: relatino to certain remote oarcsis ana ... Comconent: Lana Geveiccment
occrcor Reoresentative "hemautt
Component Serial No. AGL

Rec.estor.

(Thousands of Dollars)
.-rsa 1 rv o9 r <00 i rvol

Exc-tcaitures/Revenues
OPERATING EXPENDITURES Tr96 | r'o 7
P5.-LCNAL SERVICES |
TRAVEL |
CONTRACTUAL 1
SUF=UES5 |
EQUIPMENT 1
LAND A STRUCTURES 1

1

1

GRANTS, CLAIMS

P PR R R - == =
e
e
e

MISCELLANEOUS

TC7-L operating 0.01 J.0l 3.01 0.01 0.01 0.0

ICAF'TAL EXPENDITURES i 0.01 0.01 0.01 0.01 0.01 0.0

|[CHA.nOc IN REVENUES (1005) 1 212.il 212.il 212.31 213.31 213.il 213.31

:UNCSOURCE iThousancs of Dollars)

1002 -eaeral necaipts

g

1005 DF/Program Receicts
1006 DFrMHTIA

oA 00l 00 001 0.01 0.0

Estimate of any current year (FYSS) cost: 5 None
POSITIONS

FULL-sME 01 01 01 01 01 01
PART-TIME 01 01 01 01 01 ol
TEMPORARY 01 01 01 01 (01 0
ANALYSIS: (Abaco a separate page if necessary)

The cranges proposed in tnis bill will generate mere revenues (or Tie State. 'Mth the current estimate at approximately $213.8

more annually than budgeted restrkxed revenues.

Prepared by: Ron Swanson. Oirect Phrne : 762-2692
QOivision: Land Oath 24-A0r-95
Approved by Commission
Date: 9-2sC"?)
Agency: ‘al Resources 13 A7 L/
PR-EPAHER TO PROVIDE ALL DISTRIBLTTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
further distnbutlon information call the Governor's Legislative Office pagK i at

m m tnrc



FISCAL NOTE No. L_

A Version- CSSSHB 191 (RES)

STATE OF ALASKA n
1995 LEGISLATIVE SESSION (H) Publish Date:_4/10/95
Revision D a te : Dept. Affected: Fish and Game
Title: Management or State Land and Resources 3RU: Habitat and Restoration
Component: Habitat
Sponsor: Representative Therriault
Recuester: Resources, Finance COMPONENT SERIAL NO. 436
Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY 96 FY 97 | FY 98 FY 99 FY 00 FY 01
PERSONAL SERVICES 0.0 0.0 | 0.0 0.0 0.0 0.0
TRAVEL 0.0 0.0 | 0.0 0.0 0.0 0.0
CONTRACTUAL 0.0 0.0 | 0.0 00 0.0 0.0
SUPPLIES 0.0 ©o ©@ 0 0.0 0.0 0.0
EQUIPMENT 0.0 0.0 1 0.0 0.0 0.0 0.0
LAND & STRUCTURES 0.0 0.0 | 0.0 0.0 0.0 0.0
GRANTS, CLAIMS 0.0 0.0 | 0.0 0.0 0.0 0.0
MISCELLANEOUS 0.0 0.0 | 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 | 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 0.0 0.0 | 0.0 | 0.0 1 0.0 1 0.0
CHANGE IN REVENUES ( ) 0.0 0.0 | 0.0 | 0.0 1 0.0 1 0.0
FUND SOURCE (Thousand?t of Dollars)
1CC2 Federal Receipts 0.0 0.0 | 0.0 1 0.0 1 0.0 1 0.0
1CC3 GF Match 0.0 0.0 | 0.0 | 0.0 | 0.0 1 0.0
1CC4 Gr 0.0 0.0 | 0.0 1 0.0 | 0.0 1 0.0
10C5 GF/Program Receipts 0.0 | 0.0 | 0.0 | 0.0 1 0.0 | 0.0
1CC6 GF/MHTIA 0.0 1 0.0 1 0.0 0.0 1 0.0 1 0.0
Gthsr 0.0 1 0.0 1 0.0 I 0.0 j 0.0 1 0.0
total 0.0 | 0.0 1 0.0 ( 0.0 1 0.0 | 0.0
Estimate of any current year (FY95) cost: $
POSITIONS
FULL-TIME 1 1 1 1 1
PART-TIME 1 1 1 1
TEMPORARY 1 1 1 1 1
ANALYSIS: (Attach a separate page if necessary)

This bill is anticipated to have little or no affect on the department's programs. Itr:ay have along-term
positive fiscal impact by reducing land use conflicts and thereby reducing the department's workload
pertaining to review and response to the Department of Natural Resources' actions.

Prepared by: Ellen Fritts, Acting Director W Phone: 465-4105
Division: Habitat and Restoration A Date:

! ko
Approved by Commissioner: /h lec -— Date: 3 /[r

Agency:
A o K o oo, Ca- 1 Govanos ns Ofce - O

(Rev 10/94) 95fisno.xIs/DBR Page 1 of 1

COMMITTEE COPY




FISCAL NOTE

STATE OF ALASKA BILL NO. SCSSSHB191(Res)
Revision Date: Original Dept Affected Natural Resources
Title: An Act relating to the management and BRU: Resource Development

disposal of state land and resources... Component: Land Development
Sponsor: Representative Therriault
Requestor: Senate Finance Component Serial No. #431
Expenditures/Revenues (Thousands of Dollars)
OPERATING'EXPENDITURES-—— FY97 PY93" " FY99 FVOO FYOI - "-vor m
PERS'ONATSERVICES 140.0 J40.0 140.0 140.0 140.0 140.0
TRAVEL 5"u 5.0 5.0 5.0 5.0 5.0
CONTRACTUAL 5.0 5.0 5.0 —570 5.0 5.0
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 150.0 150.0 150.0 150.0 150.0 150,0
ICAPITAL expenditures ) 0.0| ~iw r 0.0] 0.0] 0.0 0.0]
ICHANGE IN REVENUES (1005) | 66.31 70.01 53.7T 29.51 29.5] 29.5]
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF

1005 GF/Program Receipts 150.0 150.0 150.0 150.0 150.0 150.0
1006 GF/MHTIA

Other

TOTAL 150.0 150.0 150.0 150.0 150.0 ' 150.0
Estimate of any current year (FY96) cost: $ none

POSITIONS

FULL-TIME 2 2 2 T2 7 T
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
ANALYSIS: (Attach a separate page if necessary)

The operating expenditures are necessary to offset the elimination of the positions in the FY97 proposed budget. The program
was reduced based on the current law that says that shore fishery leases are non-mandatory and that only reasonable
administrative costs to cover the expenses of the program can be charged. With passage of HB 191, closer to fair market
value for the leases may be charged when they come up for renewal. The two positions that administer the program need to

be funded so that the additional revenue to the state can be realized.

The changes proposed in this bill will generate more revenues for the state based on increased revenues for aquatic farm and
shore fishery leases; increased applications and service fees for land disposals; and a requirement that all land disposals be

for at least fair-market value.

Attached table shows increased revenue estimates.

sj?  n /7
Prepared by; Ron Swanson/'V 'JV""," N T Phone: 269-8503
Division: Land " / Date: 30-Apr-96
Approved byC o m m is s io n e rs
/r 1 0 Date: 30-Apr-96
Agency: NaturaJ'Resources / I/ J

PREPARER TQ PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

ICSHBI9LXLS Rov 4/30/961 Pogo 1 ol 2



Page 2 - SCSSSHB191(RES) - Fiscal Revenue Analysis

FYQ7 FY98 FY99 FY00 FYOL

Shore Fish 27.9 318 15.5 ) )
Aquatic Farm 8.9 8.7 8.7 ) ”
Homestead Application Fees 15 15 15 1.5 15
Homestead Entry Permits 28.0 28.0 28.0 28.0 28.0
NEW REVENUE 66.3 70.0 53.7 29.5 29.5
EXISTING REVENUE  390.2 456.5 526.5 580.2 580.2
TOTAL EST.REVENUE  456.5 526.5 580.2 609.7 609.7

* All Shore Fish leases will be converted to the new lease rate after FY99. There will be no more
"new" revenues to report in the out years. The estimated annual revenue for Shore Fish leases
will increase from $350.0 in FY 96 to $425.0 by the year FY00.

* All Aquatic Farming leases will be converted to the new lease rate after FY99. There will be no

maore "new" revenues to report in the outyears. The estimated annual revenue for Aquatic Farm
leases will increase from $31.5 in FY96 to $57.8 by the year FY00.

ICSHBI9LXLS Rov 4/30/96)

FY02

29.5
580.2
609.7

Pogo 2 of 2



FISCAL NOTE
STATE OF ALASKA BILL NO. SCSSSHB191(RES)

1996 LEGISLATIVE SESSION

Revision Date: Original
Title: "An Act relating to the managment and BRU: Management and Administration
Information Resource Management

Dept Affected Natural Resources

disposal of state land and resources:..." Component:

Sponsor Reps. Therriault, James and Brice
427

Requestor: Senate ftMewees- Component Serial No.

(Thousands of Dollars)

Expenditures/Revenues
FY99 FYOO F70T FY02

OPERATING-EXPENDITURES Fy 87 FY98
PERSONAL SERVICES 18.0

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 18.0 0.0

0.0 0.0 0.0 "0.0

[CAPITAL'EXPENDITURES [ "0.0 *0.0] 0.0| 00| 0.0| 0.7

[CHANGETfTREVENUES ( ) [ 070] 0.0] 0.0l 0.0] 0.0] 0.1f]

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 18.0

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 16.0 0.0 0.0 CTG 0.0 0.0

Estimate of any current year (FY96) cost: $ 0.0

POSITIONS
FULL-TIME o iT 0 o] 0 "0
PART-TIME 0

TEMPORARY 1 0

o
o
_o
o
o

ANALYSIS: (Attach a separate page if necessary)

HB191 revises the current land disposal program and adds a new Remaote Cabin Site/Lease program. The
Department of Natural Resources is responsible for tracking all resource activity on state land. The programs
introduced in this bill require the department's current land record systems to be modified to track this new
information. Modifications must be made in the Revenue and Billing System to track new lease rentals, homesite
permit fees, and remote cabin site revenue. Modifications must be made in the Land Administration System to
track the new programs, which requires setting up case types and transactions. And, modifications must be made
in the Land Status GIS system to map the new activities on state status plats, the state's graphic land record maps
of land ownership and resource activity. The costs for these modifications is $18.0.

ST /
Prepared by: Nico Bus, Acting D irectop~”~-y jsfcC /Z 111 Phone: 465-2406
Division: Support Services ~/* / Date: 30-Apr-96
Approved by Commissioner?’ s s* / /
S dfe™ Date: 30-Apr-96
Agency: Natural Resources / J~

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S, LEGISLATIVE OFFICE
(hbigtirm xls Rov4/30i961  FOr further distribution information call the Governor's Legislative Office Page i Of i



BILL: HB 191 SHORT TITLE: MANAGEMENT OF STATE LAND AND RESOURCES

BILL VERSION: CSSSHB 191 (FIN)
SPONSOR(S): REPRESENTATIVE(S) THERRIAULT, James,B rice

CURRENT STATUS: (S) FIN STATUS DATE: 04/30/96
TITLE: "An Act relating to the management and disposal of state land and

RESOURCES; RELATING TO CERTAIN REMOTE PARCEL AND HOMESTEAD ENTRY LAND PURCHASE
CONTRACTS AND PATENTS; AND PROVIDING FOR AN EFFECTIVE DATE."

02/22/95 448 (H) READ THE FIRST TIME - REFERRAL(S)
02/22/95 448 (H) RESOURCES, FINANCE

03/15/95 741 (H) SPONSOR SUBSTITUTE INTRODUCED-REFERRALS
03/15/95 741 (H) READ THE FIRST TIME - REFERRAL(S)
03/15/95 741 (H) RESOURCES, FINANCE

04/10/95 1212 (H) RES RPT CS(RES) 2DP 4NR

04/10/95 1213 (H) DP: WILLIAMS, GREEN

04/10/95 1213 (H) NR: DAVIES, KOTT, AUSTERMAN, OGAN
04/10/95 1213 (H) 2 ZERO FISCAL NOTES (DNR, F&G)

04/12/95 1302 (H) COSPONSOR(S): JAMES

04/28/95 1618 (H) FIN RPT CS(FIN) 5DP 3NR 1AM

04/28/95 1618 (H) DP: FOSTER, PARNELL, KOHRING, BROWN
04/28/95 1618 (H) DP: THERRIAULT

04/28/95 1618 (H) NR: MULDER, GRUSSENDORF, NAVARRE
04/28/95 1618 (H) AM: KELLY

04/28/95 1618 (H) FISCAL NOTE (DNR)

04/28/95 1618 (H) ZERO FISCAL NOTE (F&G) 4/10/95

05/03/95 1819 (H) RULES TO CALENDAR 5/03/95

05/03/95 1819 (H) READ THE SECOND TIME

05/03/95 1820 (H) FIN CS ADOPTED UNAN CONSENT

05/03/95 1820 (H) ADVANCED TO THIRD READING 5/04 CALENDAR
05/03/95 1839 (H) COSPONSOR(S): BRICE

05/04/95 1872 (H) READ THE THIRD TIME CSSSHB 191 (FIN)
05/04/95 1872 (H) PASSED Y34 A6

05/04/95 1873 (H) EFFECTIVE DATE(S) SAME AS PASSAGE
05/04/95 1879 (H) TRANSMITTED TO (S)

05/05/95 1523 (S) READ THE FIRST TIME - REFERRAL(S)
05/05/95 1523 (S) FINANCE

01/11/96 2103 (S) RES REFERRAL ADDED

01/11/96 2103 (S) WITHDRAWN FROM FIN, REFERRED TO RES, FIN
04/30/96 3720 (S) RES RPT SCS 3DP 2NR

05/01/96 3745 (S) FNS TO SCS (DNR-2)

04/30/96 3721 (S) REFERRED TO FINANCE






FISCAL NOTE

STATE OF ALASKA BILL NO. CSSSHB 191 (FIN)
1996 LEGISLATIVE SESSION
Revialon Data: 1/11/9 , Dept. Affected: Fah and Game
Title: “Menagement of State tend : Habitat and Reatofition
and Reaourcee _ , Component: - Habitat
%poneor: Repyaaantative Theriault
equeater; Houiae Hnance COMPONENT SERIAL NO. 430
Expenditures/Revanuas (Thousands of Dollars)

ERATING EXPENDITURES FY 97 FY 93 FY 99 FY 00 FY 01 FY 02
PERSONAL SERVICES 0.0 0.0 0.0 0.0 00 0.0
TRAVEL 0.0 0.0 0.0 0.0 0.0 0.0

0.0 00 0.0 0.0 0.0 0.0
SUPPLIES 0.0 00 0.0 0.0 0.0 0.0
E%JlI)PIVENT 0.0 0.0 0.0 0.0 0.0 0.0
It STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
RANTS, CLAIMS 0.0 0.0 0.0 0.0 0.0 0.0
MISCELLANEQUS 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 1 0 0| 0 0 0 0
CHANGE INREVENUE () 0| 0 0 0 0 0
FUND SOURCE (Thousartdla of Dollara
1002 Fegeral Receipta )
1003 GF Match
%00@1 GF/ , _
|
R
TOTAL
Eatimete of any currant year (FY9%6) ooat: $
POSITIONS
roved by Commiationar: Frank Rue Date.  1/11/%
ﬁtggncy: "y Heh end Game

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OfFICE

For further diatribution i.‘formation, call the Govermor™ legialative Office
(Rev 11/95) 98fi*no.xia/DBR Pae 1 of 1



STATE OF ALASKA

1996 LEGISLATIVE SESSION

Revision Date:

FISCAL NOTE

BILL NO. CSSS HB 191 (FIN)

Dept. Affected;

Title: *An Act relating to the management and disposal

of state land and resources . .
Representative Therriault
House Resources Committee

Sponsor:
Requester:

Expenditures/Revenues
OPERATING EXPENDITURES

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL EXPENDITURES
ICHANGE IN REVENUES (

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other
TOTAL

Estimate of any current year (FY95) cost:

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS:

BRU: Civil Division

Component: General Legal Services

FY 97

0.0

0.0

0.0

(Attach a separate page if necessary)

FY 98
0.0
0.0
0.0
0.0

COMPONENT SERIAL NO.

(Thousands of Dollars)
FY 99 FY 00

0.0 0.0

(Thousands of Dollars)

0.0 0.0

0.0 0.0

FY 01

0.0

0.0

0.0

Department of Law

2087

FY 02

0.0

0.0

0.0

This bill substantially revises Title 38, relating to the disposal of state land and resources, particularly remote
parcel and homestead entry land purchase transactions. Most of the revisions have the effect of clarifying
existing law and make the disposal process more efficient and up-to-date. Consequently, the bill will not have a

fiscal impact for the Department of Law.

Prepared by:
Division:

Approved by Commissioner:

PREPARERE

Agency:

(Rev 10/94) %6fisno.xIs/DBR

Richard I. Peques, DirecHN -
Administrative Services

465-3672

1/12/96

1/12/96

Q _ Phone:.
K nT/ ~ A tVV 7 m 1 Date:.
Bruce M. Botelho, Attpfmey General Date:
Department of Law
o TR 6 GO’ e Dfice - 1~ -

Page 1 of J



STATE OF ALASKA

1996 LEGISLATIVE SESSION

Revision Date: 16-Jan-96

Title: An Act relating to the management and
disposal of state land and resources...

Sponsor: Representative Therriault

Requestor: Senate Resources

m 'PYS/
125.0
5.0
20.0

OPERATING EXPENDITURES"
PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING
rCAPITArcXPEflcrmjras- W
CHANGE IN"REVENUES ( 1005T TOT

150.0

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other

TOTAL

150.0

150.0
Estimate of any current year (FY96) cost: $
POSITIONS

FULL-TIME

PART-TIME 0
TEMPORARY 0

ANALYSIS:

FISCAL NOTE
BILL NO.

Dept Affected Natural Resources

BRU:

Component:
Component Serial No.
(Thousands of Dollars)
B < FY9 mFY00
125.0 125.0 12
0
0

5.0
5.0 5.0
2 20.0 20.0

O(J‘l()‘l

150.0 150.0

oT- W cror

T5TPT  TOT"

(Thousands of Dollars)

150.0

289.01

TT

1S0.0 150.0

150.0 150.0 150.0

none anticipated

(Attach a separate page if necessary)

Land Development

Resource Development

CSSSHB 191 (Fin)

431
FYO01 " FYO02
125.0 125.0
5.0 50
20.0 20.0
150.0 150.0
W 0T
TOT"  TOT
150.0 v 150.0
150.0 150.0
.................... 2 i

0 0
0 0

The operrting expenditures are necessary to offset the elimination of the positions in 'he FY 97 proposed budget. The
program was reduced based on the current law that says that shore fishery leases are non-mandatory and that only
reasonahle administrative costs to cover the expenses of the program can be charged. V/ith passage of HB 191 fair
market value for the leases may be charged when they come up for renewal. The two positions that administer the
prograr ,ieed to be funded so that the additional revenue to the state can be realized.

The changes proposed in this bill will generate more revenues for the state hased on increased revenues for aquatic
farm and shore fishery leases; increased applications and service fees for land disposals; and a requirement that all

land disposals be for at least fair-market value.

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE hid
p.un i I

icsshbi9l.xls rw 1/16/9%)  For further distribution information call the Governor's Legislative Office



IlcUa5lui :§>taic “Legislature

REPRESENTATIVE i, H furrm
GENE THERRIAULT Slate Cjpnol
PO Boa5b5326 Juneau. Alaska
| Jorth Pole Alaska 99705 99801-1182
(907) *188-0862 (907) 465-4797
Hoi.ioo Disli'ei 33

Aotisc <iDf HcpresemaiUK'™s

MEMORANDUM

T0: Representative Rick Halford, Co-Chair
Senate Finance Committee \

FROM: Representative Gene Therriautfv”?
DATE: May5, 1995
SUBJECT: Scheduling of HB 191

| respectfull re uest House Bill 191, "An Act relating to the management and disposal
of state lan resources” be scheduled for a hearing in Senate” Finance.

CS SSHB 191 (Fin) is a basic housekeeﬁmg bill intended. to streamline DNR's land
use and land d|sPosa| programs. CS S 191 (FIN) revises the "remote cabin
permit program” to a program that would allow for e|ther the sale or lease of land for a
remote cabin site. The permit p rognram was never put into action because of the
associated adm|n|strat|ve costs with @ minimal return to the state. The committee
substitute also includes a section clari ylnﬁ]Bthat the sale of state land does not obligate
the state to provide additional services 191 also makes some substantive
changes to the Shore Fisheries program to allow a reasonable return to the state for
the use of state land for set net sites, With the p age of this bill, DNR expects an
increase in revenue to the state well over $200,000 annually.

The following information is attached:

1. CS SSHB 191 (FIN)

2. Sectional analysis

3. Sponsor statement

On May 4, 1995 CS SSHB 191 (FIN) passed the House with no opposition.
| appreciate your consideration of my request.

Attachments (3)



Slasfca :§>tate 2LcijiSlaiure

REPRESENTATIVE While in fiiin' m
GENE THERRIAULT Stale Capitol
PO Box 55326 Juneau. Alaska
Nor 1L Pole. Alaska 99705 99801-1 182
(007) 488-0862 (907) 465-4797
House District 33

Molise 4OC liicprchentatitks

CS SSHB 191 (FIN) "An Act relating to the manarqe_ment and disposal of
state land andresources; refating to certain remote
parcel and homestead entry land purchase contracts
and patents; and providing ‘and effective date."

SPONSOR: Rep. Gene Therriault
SPONSOR STATEMENT:

This bill is a housekeeping measure intended to clarify certain Title 38 statutes
?overnlng_ DNR's management of state land and resources. CSSS HB

91 (FIN)Is intended to rmg greater efficiency to the management of state
lands without sacrificing public involvement in land use decisions,

As the House finance subcommittee chairman for the DNR_bud%et | have
worked with the Department to come UB with changes to Title 38 that would
simplify progra_m_s and reduce costs to DNR. The assage of this bill will result
In a more administratively efficient agency. CS SSHB 191 (FIN) revises the
"remote cabin permit program” to a program that would allow for either the sale
or lease of land for a remote cabin site.” The permit program was, never put into
action because of the associated administrative costs with a minimal retum to
the state. This program isjust ong example of proposed changes intended to
give DNR the tools necessary to dispose of state land more efficiently. The
committee substitute also inCludes,a section clarifying that the sale of state lan
does not obligate the state to provide additional services. Furthermore, HB 19
makes some ‘changes to the Shore Fisheries program to allow a reasonable
return to the state for the use of state land for set net sites.

Although this hill is not intended to be a complete rewrite of Title 38, Lbelieve it
is a positive effort, supported by the administration to streamline state
government,

d
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Sectional Analysis of CSSSHB 191(Fin)
April 27,1995

Secs. 1-30, 33-34, and 36-54 affect the Division of Land. Secs. 30-35 affect the Division of
Mining and Water Management. Sec. 29 affects the Division of Oil and Gas. Sec. 50 affects the
Division of Parks and Qutdoor Recreation.

Sec. Lwould clarify that the department's consideration of timber, firewood, and water supplies
before offering land for disposal does not imply that any person has exclusive use of those
resources or constitute a limitation on future state disposals. (AS 38.04.010(h).)

Secs. 2-10 are basic housekeeping:

*Secs. 2 and 3 would merge the old "land disposal bank" into the existing state land
disposal program. Under laws passed in the last decade, regional land use plans are
used to identify land that will be offered for private ownership. More than 2,000,000
acres have been classified through this process, making the land bank obsolete. Related
references to the land disposal bank are repealed in Sec. 49. (AS 38.04.020(a)-(b),
plus repealers of (c), (f), (j), and (k).)

* Sec. 4 would rewrite AS 38.04.020(d) to retain its substance-a biennial report to the
legislature on the current inventory of state land available for disposal-without
requiring a separate "land disposal bank." For efficiency, the report would be tailored
to the way that inventory is catalogued: by its classification. Land suitable for most
commercial, industrial, residential, and private recreational use is grouped together in
the "settlement" classification, but is separate from the "agricultural" and "grazing"
classifications. (AS 38.04.020(d),)

* Sec. 5 would put the state land disposal program on the same footing as other natural
resource sale programs: whether to submit a budget request each year would be
discretionary, not mandatory. But each budget proposal would be complete. It would
request the full funding needed to get the land disposal projects ready for sale,
including any access roads or other capital improvements that might be required. (AS
38.04.020(e).)

* Sec. 6 would make technical corrections, dropping an out-of-order classification
reference (land must already be planned and citified for disposal before it is surveyed
and platted), an erroneous reference to a homestead "lease," and a reference to
homestead staking that would be made obsolete by Secs. 43-44 of this bill. (AS

38.04.020(g).

*Sec. 7 would make clear that the five-acre limit on subdivision lots applies to land sold
for residential and recreational uses, not agricultural parcels, commercial parcels, etc.



This clarification is needed because under current law, any division of a tract for
purposes of sale constitutes a subdivision. The amendment would also allow larger lots
If that would be a better marketing decision for the state. (AS 38.04.020(h).)

* Sec. 8 would update a list of state land disposal programs by adding the homestead law
and the remote recreational cabin site lease/sale program enacted by Sec. 36 of the bill.
(AS 38.04.020(i).)

*Sec. 9 would correct a missing item in the budget appropriation process, clarifying that
the commissioner's disposal funding request must go to the governor first, not be sent
straight to the legislature. (AS 38.04.021(a),)

* Sec. 10 would delete a cross-reference to an annual land demand study, repealed by
this bill. (AS 38.04.021(h).)

Sec. 11 would let the Department of Natural Resources create new land disposal programs hy
regulation, so long as they provide for competition and produce at least fair market value for the

land. (AS 38.04.030.)

Sec. 12 clarifies the legislature's policy that sales of public land to private individuals should be at
fair market value unless specifically exempted, and removes a reference to remote cabin permits
(repealed by Sec. 49 of this bill). (AS 38.04.035.)

Sec. 13 deletes language exempting random-staked homesteads and remote parcels from cadastral
survey requirements. The remote parcel program was repealed in 1983, effective 1984, and the
homestead program was changed in 1988 to preclude random staking. (Remote recreational
cabin site leases, as enacted by Sec. 36 of the bill, would be exempt from this statute because they
are short-term leases. The statute would not apply until the remote recreational cabin site was
ready to sell.) (AS 38.04.045(b).)

Secs. 14-16 and 43 respond to a Superior Court decision that it is unconstitutional to make state
land purchasers appear in person at a state land sale.

' Sec. 14 would make it discretionary where to hold land auctions and lotteries. (AS
38.05.050.)

' Sec. 15 would delete the personal-appearance requirement for land auctions, allowing
bidders to be represented by an agent. (AS 38.05.055.)

' Sec. 16, and arelated repealer in Sec. 49, would delete the requirement that purchasers
appear in person at land lotteries and pay the down payment on the spot. Instead, they

would have 30 days to make the payment It also drops language about consulting
with the local assessor to determine land values, which is unnecessary because AS



38.05.840 requires a formal appraisal before the land can be offered for sale. (AS
38.05.057(a), plus repeal of (g).)

* Sec. 43 deletes the authority to make applicants appear in person at a homestead
lottery. (AS 38.09.010(g).)

Secs. 17-19 would change how interest rates are computed for state land sale contracts.

*Secs. 17-18 would repeal the current system that relies on the old Federal Land Bank's
"prevailing” rate. (The Federal Land Bank's successor now uses many different rate
systems with multiple variables, rather than a single prevailing rate.) It would also
change die point at which the rate is determined, solving the problem of the rate
changing after the contract is mailed out for signature but before both parties have
signed. (State land sale contracts are not signed in a face-to-face closing ceremony.)
Sec. 17 would also let contracts for auction parcels be issued for less than 20 years, as
already allowed for lottery parcels. (AS 38.05.065(a)-(b).)

* Sec. 19 would replace the old Federal Land Bank interest rate with a new system for
state land sale contracts. Interest would be based on the prime rate, the widely quoted
market rate used for a bank's most credit-worthy corporate loan customers. A four
percent add-on would adjust for the unique circumstances of state land sale contracts,
which do not involve any credit check. The total would be capped at 13.5 percent.
The rate would be computed monthly and would apply to all contracts prepared that
month. (AS 38.05.065(i).)

Sec. 20 corrects a 1984 error, restoring the original intent of the veterans' preference auction law.
It clarifies that although that law does not apply to the lottery, homesite, or homestead programs,
a veterans' preference auction must be held before restricted residential lots can be sold at auction
to the general public. A combination of amendments in 1984 had made veterans' preference sales
inapplicable to all subdivision sales. (AS 38.05.067(d).)

Sec. 21 would allow agricultural land to be sold at true market value by making it discretionary
whether to grant a preference right to adjacent agricultural landowners. A mandatory preference
right tends to depress competition or eliminate it altogether, while unaffected parcels are bid up
beyond their appraised value. (AS 38.05.069(a).)

Sec. 22 updates the agricultural preference right law (see Sec. 21) by defining the term "adjacent,"
instead of "approximate vicinity." The latter was removed from the body of the law in 1984, (AS
38.05.069(e)(2).)

Sec. 23 updates programs exempt from the general standard that state land leases must be offered

at auction. It removes areference to remote cabin permits (repealed by Sec. 49 of this hill), and
substitutes a reference to remote cabin site recreational leases (enacted by Sec. 36 of this hill).
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Secs. 24-27 and 39, along with certain repealers in Sec. 49, would simplify the process of leasing
"shore fishery" (set-net) sites and aquatic farmsites (shellfish and sea vegetable farms), They
would repeal requirements that increase administrative costs or keep the state from obtaining a
fair return for the use of tidelands and submerged lands.

Sec. 24 would eliminate a unique leasing process for set-net sites, allowing standard
state leasing laws to apply. Negotiated leases could be used up to the standard rental
ceiling of $5,000. Higher-value or contested leases could be awarded at auction, rather
than making the director decide who is the "most qualified" applicant. (AS

3.05.082(h).)

' Sec. 25 would eliminate special provisions that prevent the state from obtaining fair

market value rental for shore fishery leases. (AS 38.05.082(c).)

Sec. 26 would amend AS 38.05.082(d), which currently lets the director offer existing
lessees a preference right to a renewal lease when it is in the state's best interests. The
new language specifies that the commissioner may renew existing leases under terms
and conditions prescribed by the commissioner. (AS 38.05.082(d).)

Sec. 27 would rewrite the aquatic farmsite law to let standard state leasing laws be
used. Sites could be offered direcdy at auction or by negotiated lease, rather than first
being developed under a three-year permit process. As with other types of land
disposals and leases, public hearings on the leasing decision would be held as needed,
but would not be mandatory. (AS 38.05.083, plus repealers of AS 38.05.855, AS
38.05.856. AS 38.05.946(b).)

Sec. 39 would delete references in the public notice law to special aquatic farmsite
permit procedures repealed by Sec. 49 of the bill: mandatory public hearings and
preliminary findings before issuing permits. (AS 38.05.945(a)(5)-(6).)

Sec. 28 would modernize requirements to restore surface lease sites after lease termination,
protecting the state against liability and high cleanup costs. Because other provisions of AS 38
apply this leasing statute to terminated homesites, homesteads, remote cabin sites, etc., special
measures of the existing AS 38.05.090 would be retained to compensate individuals for
authorized private residential improvements that are not removed from the site and are worth
more than $10,000 net value. (AS 38.05.090.)

Sec. 29 is a technical amendment narrowing a reference to the "Administration” article of AS
38.05, whose last section (a bonding requirement for the director of the statutory Alaska Division
of Lands) would be repealed by Sec. 49 of this bill. (AS 38.05.131(a).)

Sec. 30 would eliminate overly broad language that theoretically allows the department to close
state land to "mining," notjust to "mineral location" (the act of staking new mining locations). A
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valid mining claim includes the "exclusive right of ...extraction," i.e. mining rights. The
department could not close off already-acquired mining rights without effecting a "taking" of valid
existing rights, which would run afoul of Art I, Sec. 18, and Art. VIE, Sec. 16, of the Alaska
Constitution. This amendment would eliminate a potential pitfall. (AS 38.05.185(a).)

Sec. 31 would amend AS 38.05.190(a) to clarify the qualifications for ownership of mining rights
by aliens and foreign corporations. Under the existing statute, an alien at least 18 years old from a
country that grants "like privileges" to United States citizens may acquire or hold exploration and
mining rights. A corporation in which more than 50 percent of the stock is owned or controlled
by aliens whose country does not grant reciprocal rights to United States citizens may not acquire
or hold exploration and mining rights. However, determinations of which countries grant "like
privileges" to United States citizens have never been made or enforced in any consistent manner
due to die number and complexity of mining laws worldwide. U.S. mining laws, upon which
Alaska laws were initially based, allow an alien to form a domestic corporation that would be
qualified to obtain mining rights, without inquiry into "like privileges." Amending AS
38.05.190(a) to delete these requirements would be consistent with modem business practices,
similar federal laws, and state laws affecting other types of mineral rights. (AS 38.05.190(a).)

Sec. 32 would repeal and reenact AS 38.05.211(d) to simplify the adjustments to be made in the
annual rental amounts due on mining claims and leases. The existing statute requires the rental
amounts to be adjusted every 10 years based ori changes in the consumer price index for
Anchorage. This statutory adjustment is likely to yield odd rental amounts that would make
calculating, accounting, and collection more difficult. Additionally, adjusting rental amounts only
at 10-year intervals could result in large changes at one time, possibly causing hardships to mining
locators and lessees. The amendment would require the department to check the consumer price
index each year and adjust the rate if the adjustment is $5 or more. Changes could only be made
in $5 increments. The amendment also more clearly identifies the consumer price index on which
changes are to be based. (AS 38.05.211(d).)

Sec. 33 would authorize surface leases for certain mineral development uses. Surface use needs
for small mines are generally modest enough to meet with a simple land use permit, protected by
the underlying "exclusive right of possession and extraction of the [locatable] minerals" acquired
by a valid mining location. However, most major mines require large-scale, costly surface
improvements such as dams, mills, and tailings impoundments. The mineral developer needs
long-term security of tenure to protect this investment, something that cannot be provided by a
revocable permit. Surface leases for millsites, tailings disposal sites, and similar purposes would
require reasonable annual rental. (AS 38.05.255.)

Sec. 34 would add a new subsection to clarify that mining developers' surface leases are not
subject to competitive, bidding statutes. Requiring the department to hold a lease auction would
serve no purpose, as the mineral developer would be the only party in a position to bid for and use
the lease. The department would be required to adopt regulations setting leasing procedures and
annual rentals. (AS 38.05.255(b).)



Sec. 35 would eliminate the failure to file a lease application on time as grounds for abandonment
of a mining location. In areas open to mining only under lease, a locator must apply for and
obtain a lease before gaining the right to mine. AS 38.05.205(a). After the department gives
public notice of the proposed mining lease, it must promptly mail an application to the leasehold
locator, who then has 90 days to file the application. But under the existing AS 38.05.265, failing
to file on time automatically causes "abandonment" (voiding) of the leasehold locations involved,
too harsh a penalty for a late application. (AS 38.05.265.)

Sec. 36 would create a remote recreational cabin site lease/sale program for land disposals in
remote, lightly populated areas. At any time during a total term of ten years, the lessee could
purchase the site after getting it appraised and surveyed, just as in the former "open-to-entry" and
"remote parcel" programs (repealed in 1979 and 1993 respectively). (AS 38.05.600.)

Sec. 37 would allow the department to convey "common areas" in state subdivisions to the
subdivision's homeowners' association for retention and management. Many state subdivisions
were platted with certain lots reserved from disposal to provide open space and recreation for
subdivision residents. The intention was eventually to transfer these reserved lots to local
government. But where there is no local government or it does not want to assume management
responsibility, conveyance to the homeowners' association is a logical substitute. The department
would be required to ensure that the conveyance serves a public purpose. (AS 38.05.810(a).)

Sec. 38 would clarify that the division can allow livestock grazing, commercial berry picking or
mushroom harvesting, and similar minimal-value consumptive uses by issuing permits, an
authority the Department of Law recently questioned. (AS 38.05.850(a).)

Sec. 39: See under Secs. 24-27.

Sec. 40 would raise the application fee for homesites from the current $10 to a maximum of $25,
the same as for lottery parcels. (AS 38.08.030(b).)

Sec. 41 would add a cross-reference to the lottery process used to select the winner of a homesite
entry permit (see Sec. 42). It would also require a token annual rental of $100 until the permit
holder "proves up" or purchases the lot. Because a homesite entry permit is a contract, the rental
requirement would not apply to existing entry permits. (AS 38.08.040(a).)

Sec. 42 would add a new subsection directing that homesite entry permits be offered at lottery.
Using the lottery procedures of AS 38.05.057 was formerly a statutory requirement, but a 1984
amendment left the connection unclear. The department would be required to adopt regulations
as consistent as possible with AS 38.05.057. (AS 38.08.040(f).)

Sec. 43: See underSec. 14-16.



Sec. 44 would raise the fee to receive a non-agricultural homestead entry permit to $20 per acre.
This is a one-time rental fee, lasting for the entry permit's five-year term. The rental fee for
agricultural homesteads would remain at the current $5 per acre. In addition, combined with
repealers in Sec. 49 of the bill, it would eliminate staking and legal-description requirements that
became obsolete in 1988. In that year, the homestead law was changed to require the department
to do a cadastral survey before offering the parcels, instead of making the homesteader survey it
five years later. (AS 38.09.030(a), plus repealers of AS 38.09.010(e), 38.09.020,
38.09.040(a)(2), 38.09.040(a)(4), AS 38.09.060, AS 38.09.070, and 38.09.900(1).)

Secs. 45-46, along with repealers in Sec. 49 of the bill, reduce and simplify the ways to get title to
a homestead parcel. (Currently there are three methods. A homesteader can obtain the land for
free by living on it and building a house, plus meeting clearing requirements applicable to
agricultural homesteads only. Or he can buy the parcel at almost-current fair market value
without building a house and living on it, if he applies within two years. Or he can buy the parcel
at current fair market value without living on the parcel, if he builds a house and applies to
purchase within five years.) The revised language in Sec. 45 eliminates the house-building
requirement and the distinction between two-year and five-year purchase. Within five years the
homesteader either "proves up" by living on the parcel for 25 months, or purchases the parcel at
fair market value. (As with all state land sales, the purchaser may pay cash for the homestead, or
enter into an installment contract under AS 38.05.065.) W.ith either method, the homesteader
must reimburse the state for survey and platting costs, and must meet agricultural clearing
requirements if the land is classified agricultural. Sec. 46 is a conforming amendment eliminating
a reference to a permanent dwelling. (AS 38.09.050(a)-(b), plus repealers of AS 38.09.040(a)(3),
38.09.090, 38.09.900(3), and 38.09.900(4).)

Sec. 47, along with repealers in Sec. 49 of the bill, affects both the remote parcel program and the
homestead program. (The remote parcel law was repealed in 1983, effective in 1984, but the
program will be alive until at least the year 2016. The last parcels were staked in 1984, and the
last leases issued in 1985-1986. The lessees will have until 1996 or later to survey their parcels,
and can then enter into 20-year purchase contracts.) This section would prohibit the department
from imposing the conditions of the former AS 38.05.078(d) in new remote parcel purchase
contracts. These conditions restricted the sale or subdivision of remote parcel land after it was
conveyed into private ownership. It would also allow the department to amend existing remote
parcel or homestead purchase contracts or patents to remove these restrictions if the holder
consents and reimburses the state for the difference in value. (Each parcel’s purchase price was
cut by 50% to account for the resale restrictions.) (AS 38.09.105, plus repealers of AS

38.09.050(d)-(e).)

Sec. 48 transfers the homesite disclaimer language of AS 38.08.090 (to be repealed by Sec. 49 of
this bill) to a general location applicable to all state land disposals: unless specifically provided,
the state is not obligated to provide services to the grantee of a state land disposal. An additional
disclaimer would make clear that the state is free to dispose of other land or resources in the
future, without restrictions as to type, parcel density, etc.



Sec. 49:

Repealers affecting the land disposal bank (AS 38.04.020) and down payments at land
lotteries (AS 38.05.057(g)) are discussed under Secs. 2 and 16.

Repealing AS 38.05.057(j) eliminates special lottery procedures for an agricultural
project statute that was repealed in 1979.

Repealing AS 38.05.035(e)(6)(F), AS 38.05.207, and AS 38.05.945(g) would eliminate
the mining production license program, an early attempt to solve the "6(i) problem"
(the Statehood Act's mineral leasing requirement) that became moot when AS
38.05.211-.212 were enacted in 1989.

Repealing AS 38.05.040 would eliminate the requirement for a $150,000 bond for the
director of the statutory Division of Lands, which was subsequently reorganized and
subdivided into several different divisions.

Repealing AS 38.05.079 eliminates the remote cabin permit program, which provided
for 25-year leases for cabin sites.

Repealing AS 38.05.855, AS 38.05.856, and AS 38.05.946(b) eliminates requirements
associated with aquatic farmsite permits; see Secs. 28 and 39.

AS 38.08.090 is made unnecessary by Sec. 48, which broadens its language and
expands it to other land disposals.

Repealing 38.09.010(¢e), 38.09.020, 38.09.040(a)(2), 38.09.040(a)(4), AS 38.09.060,
AS 38.09.070, and 38.09.900(1) eliminates requirements related to staking, flagging,
brushing, and filing a legal description on a homestead; see Sec. 44. Repealing AS
38.09.040(a)(3), 38.09.090, 38.09.900(3), and 38.09.900(4) eliminates homestead
dwelling requirements and the distinction between two- and five-year purchase; see
Sec. 45. Repealing AS 38.09.050(d) and (e) would remove restrictions on selling or
subdividing land after it has been conveyed ..0a homesteader, see related changes under

Sec. 47.

Sec. 50 would authorize railroad, highway, and utility line rights-of-way within Chugach State
Park necessitated by a Seward Highway relocation project at Bird Point (between Anchorage and

Girdwood).



Sec. 51 would add a savings clause protecting homesite entry permits (and subsequent patents)
granted by lottery after July 6, 19S4. That was the effective date of an amendment that dropped a
reference to the lottery statute, leaving no statutory guidance on how to issue homesite entry
pennits. See Sec. 42, which corrects the problem.

Sec. 52 would specify that the interest rate changes made by Secs. 17-19 of the bill apply to all
contracts sent out to be signed after the bill's effective date.

Sec. 53 would ensure that changes made to AS 38.05.082 by Sec. 24 of the bill will continue in
effect after 1997, when unrelated changes enacted in 1991 take effect.

Sec. 54 would allow the department to adopt regulations in advance of the bill's effective date,
and includes a savings clause for the existing homesite disposal regulations until they can be

changed.

Secs. 55-56 are effective date clauses; the regulation clause would take effect immediately, with
the remainder of the bill effective July 1, 1995.



FISCAL NOTE

STATE OF ALASKA BILL NO. CSSSHB 191(F1N)
1996 LEGISLATIVE SESSION

Revision Date: Original Dept Affected Natural Resources

Title: "An Act relating to the managment and BRU: Management and Administration
disposal of state land and resources;..." Component: Information Resource Management
Sponsor: Reps. Therriault, James and Brice

Requestor Senate Resources Component Serial No. 427
Expenditures/Revenues (Thousands of Dollars)
OPERATINTTEXPENDITURES ‘T737---—-- " FY98 - FY99 " FYOO FYOl FYO02
PERSONAL SERVICES 65.0

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING™ 55.0 0.0 0.0 0.0 0.0 0.0
[CAPITAL EXPENDITURES 0.0| 0.0 = '0.0| " 00 m 0.0| “ aT
[CHANGE IN REVENUES (} mu0.0 0.0| u.0| © 00 m oo " “BX1
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 65.0
1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL" 65.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY96) cost: $ 0.0

posiTons

FULL-TIME' - ® 0 0 0 0

PART-TIME 0 0 0 0 0 6
TEMPORARY “‘T "0 0 0 0

ANALYSIS: (Attach a separate page if necessary)

HB191 revises the current land disposal program and adds a new Remote Cabin Site/Lease program. The
Department of Natural Resources is responsible for tracking all resource activity on state land. The programs
introduced in this hill require the department's current land record systems to he modified to track this new
information. Modifications must be made in the Revenue and Billing System to track new lease rentals, homesite
permit fees, and remote cabin site revenue. Modifications must be made in the Land Administration System to
track the new programs, which requires setting up case types and transactions. And, modifications must be made
in the Land Status GIS system to map the new activities on state status plats, the state's graphic land record maps
of land ownership and resource activity. The costs for these modifications is $18.0.

Section 4 changes the department's classification reporting requirement to the legislature. To accurately report
total acres in selected classification categories, the department must enter all outstanding classification
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Fiscal Note for CSSSHB 191 (FIN)

orders on the department's computer database, the Land Administration System, then develop a report that can

be generated every otheryear. Once all the classifications have been entered, the department will maintain that
information and the report will be automatically generated without additional labor costs. The one time cost to
bring the department's records up to date and develop the report is $47.0. Without this funding, the report must |
continue to be manually created by staff researching two years of classification orders, tallying the acres by
classification, determining which classifications supersede previous classifications, and estimating the remaining
acreage in each classification category. This information is then compiled with the historic classification report,
which may or may not accurately account for the total acres in each classification category being requested. By
using the computer to track the classification acres, the department will be able to report this information at a
fraction of the cost it takes to do it manually.



FISCAL NOTE

FY6i

STATE OF ALASKA BILL NO. CSSSHB191(FIN)
1995 LEGISLATIVE SESSION

Revision Date: 2-May-95 Dept Affected: Natural Resources

Title: An Act relating to the management and disposal of BRU: Resource Development

state land and resources; relating to certain remote parcels and... Component:  Land Development

Sponsor Representative Therriault

Requestor Component Serial No 431
OPERATING EXPENDITURES--------- FY96 "' H97 m TY9§-" m TYSS ""PY66
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TRAVEL

CONTRACTUAL
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EQUIPMENT

LAND & STRUCTURES
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1002 Federal Receipts
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TOTAL 0.0 0.0 0.0 6.6 0.0
Estimate of any current year (FY95) cost: $ None

POSITIONS

FULL-TIME =< * 0 0 -m 5 6 0
PART-TIME 0 0 0 0 6
TEMPORARY 0 0 6 6 6
ANALYSIS: (Attach a separate page if necessary)

Tire changes proposed in this bill will generate more revenues for the State, with the current estimate at approximately $213.8.
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FISCAL NOTE I

STATE OF ALASKA BILL NO. SSHB191

1995 LEGISLATIVE SESSION
Revision Date: 22-Mar-95 Dept Alfected: Natural Resources

Title: An Act relating to the management and disposal of BRU: Resource Development
state land and resources; relating to certain remote parcels and ... Component:  Land Development

Sponsor: RepresentativeTherriault

Requestor: Component Serial No. 431

CPCRATIKIG EXPENDITURES FY96 (-Y97 FY98 FY99 FYOO Fyo1l

PERSONAL Services

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

Total operating 0.0 0.0 0.0 0.0 0.0 0.0

[CAPITAL EXPERPITUfIES" w ~aoT "ooT goJ w 00]

[cBangE IN RevT nUes'C ) T 25.0] 25.01 25.01 25.01 ~253T ~25To]

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other
ToTal 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY95) cost: $ None

POSITIONS
PullL-Time 0 0
PART-TIME
TEMPORARY 0

o
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O O o
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o

o

ANALYSIS: (Attach a separate page if necessary)

The changes proposed in this bill will generate more revenues lor the State. The conservative estimate is $25.0, but the expectation is

that the actual will be higher. See sectional analysis.
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Sectional Analysis of SSHB 191
(9-LS0766\C 3/15/95)

Secs. 1-25, 28-29, and 31-44 affect the Division of Land. Secs.
23 and 25-30 affect the Division of Mining and Water Management.
Sec. 24 affects the Division of 0il and Gas. Sec. 41 affects the
Division of Parks and Outdoor Recreation.

Secs. 1-9 are basic housekeeping:

e Secs. 1 and 2 would merge the old "land disposal bank"
into the existing state land disposal program. Under laws
passed in the last decade, regional land use plans are
used to identify land that will be offered for private
ownership. More than 2,000,000 acres have been classified
through this process, making the land bank obsolete.
Related references to the land disposal bank are repealed
in Sec. 40. (AS 38.04.020(a)- (b), plus repealers of (c),

(", d), and (k).)
e Sec. 3 would rewrite AS 38.04.020(a) to retain its

substa.nce--a biennial report to the legislature on the
current inventory of scate land available for disposal--

without requiring a separate "land disposal bank." For
efficiency, the report would be tailored to the way that
inventory is catalogued: by its classification. Land

suitable for most commercial, industrial, residential, and
private recreational use is grouped together in the
"settlement” classification, but is separate from the
"agricultural™ and "grazing"” classifications. (AS

38.04.020(d).)

e Sec. 4 would put the state land disposal program on the
same footing as other natural resource sale programs:
whether to submit a budget request each year would be
discretionary, not mandatory. But each budget proposal
would be complete. It would request the full funding
needed to get the land disposal projects ready for sale,
including any access roads or other capital improvements
that might be required. (AS 38.04.020(e).)

e Sec. 5 would make technical corrections, dropping an out-
of-order classification reference: land must already be
planned and classified for disposal before the surveying
and platting process begins. (AS 38.04.020(g).)

e Sec. 6 would make clear that the five-acre limit on
subdivision lots applies to land sold for residential and
recreational uses, not agricultural parcels, commercial

parcels, etc. This clarification is needed because under
current law, any division of a tract for purposes of sale
constitutes a subdivision. The amendment would also allow



larger lots if that would be a better marketing decision
for the state. (AS 38.04.020(h).)

e Sec. 7 would update a list of state land disposal programs
by adding the homestead law. (AS 38 .04.020(i) .)

e Sec. 8 would correct a missing item in the budget
appropriation process, clarifying that the commissioner®"s
disposal funding request must go to the governor first,
not be sent straight to the legislature. (AS

38.04.021(a).)

e Sec. 9 would delete a cross-reference to an annual land
demand study, repealed by this bill. (AS 38.04.021(b).)

Sec. 10 would let the Department of Natural Resources create new
land disposal programs by regulation, so long as they provide for
comoetition and produce at lease fair market value for the land.

(AS*38.04.030.)

Sec. 11 clarifies the legislature®s policy that sales of public
land to private individuals should be at fair market value unless
specifically exempted, and gives further guidance on the remote

cabin program. (AS 38.04.035.)

Secs. 12-14 and 37 respond to a Superior Court decisionthat it
is unconstitutional to make state land purchasers appear 1in
person at a state land sale.

e Sec. 12 would make it discretionary where to hold land
auctions and lotteries. (AS 38.05.050.)

e Sec. 13 would delete the personal-appearance requirement
for land auctions, allowing bidders to be represented by

an agent. (AS 38.05.055.)

e Sec. 14, and a related repealer in Sec. 40, would delete
the requirement that purchasers appear in person at land
lotteries and pay the downpayment on the spot. Instead,
they would have 30 days tomake the payment. It also
drops language about consulting with the local assessor to
determine land values, which 1is unnecessary because AS
38.05.840 requires a formal appraisal before the land can
be offered for sale. (AS 38.05.057(a), plus repeal of

@
e Sec. 37 deletes the authority to make applicants appear 1in
person at a homestead lottery. (AS 38.09.010(g)-.)

Secs. 15-17 would change how interest rates are computed for
state land sale contracts.



e Secs. 15-16 would repeal the current system that relies on
the old Federal Land Bank®s "prevailing" rate. (The
Federal Land Bank®"s successor now uses many different rate
systems with multiple variables, rather than a single
prevailing rate.) It would also change the point at which
the rate is determined, solving the problem of the rate
changing after the contract is mailed out for signature
but before both parties have signed. (State land sale
contracts are not signed in a face-to-face closing
ceremony.) Sec. 15 would also let contracts for auction
parcels be issued for less than 20 years. This 1is already
allowed for lottery parcels. (AS 38 .05.065 (a)-(b) )

e Sec. 17 would replace the old Federal Land Bank interest
rate v/ith a new system for state land sale contracts.
Interest would be based on the prime rate, the widely
quoted market rate used for a bank®"s most credit-worthy

corporate loan customers. A four percent add-on would
adjust for the unique circumstances of state land sale
contracts, which do noc involve any credit check. The

total would be capped at 13.5 percent. The rate would be
computed monthly and would apply to all contracts prepared
that month. (AS 38.05.065(1).)

Sec. 18 updates a law that allows a preference right to purchase
"adjacent" agricultural land. It defines the term "adjacent"”
instead of "approximate vicinity, " a term that was removed from
the body of the law in 1984. (AS 38.05.069(e)(2).)

Secs. 19-21 and 33, along with certain repealers in Sec. 40,
would simplify the process of leasing "shore fishery" (set-net)
sites and aquatic farmsites (shellfish and sea vegetable farms).
They would repeal requirements that increase administrative costs
or keep the state from obtaining a fair return for the use of
tidelands and submerged lands.

m Sec. 19 would eliminate a unique leasing process for set-
net sites, allowing standard state leasing laws to apply.
Negotiated leases could be used up to the standard rental
ceiling of $5,000. Higher-value or contested leases could
be awarded at auction, rather than making the director
decide who 1is the "most qualified” applicant. AS
38.05.082(d), which allows existing lessees to be given a
preference to a renewal lease, would be left intact. (AS

38.05.082(b).)

e Sec. 20 would eliminate special provisions that prevent
the state from obtaining fair market value rental for
shore fishery leases. (AS 38.05.082(e).)

e Sec. 21 would rewrite the aquatic farmsite law to let
standard state leasing laws be used. Sites could be

3



offered directly at auction or by negotiated lease, rather
than first being developed under a three-year permit

process. As with other types of land disposals and
leases, public hearings on the leasing decision would be
held as needed, but would not be mandatory. (AS

38.05.083, plus repealers of AS 38.05.855, AS 38.05.856,
AS 38.05.946(b)))

e Sec. 33 would delete references in the public notice law
to special aquatic farmsite permit procedures repealed by
Sec. 40 of the bill: mandatory public hearings and
preliminary findings before issuing permits.

Sec. 22 would modernize requirements to restore surface lease
sites after lease termination, protecting the state against
liability and high cleanup costs. Because other provisions of AS
38 apply this leasing statute to terminated homesites,

homesteads, remote ca"bin permits, etc., special measures of the
existing AS 38.05.090 would be retained to compensate individuals
for authorized private residential improvements that are not
removed from the site and are worth more than $10,000 net value.

(AS 38.05.090.)

Sec. 23 would amend a statute that requires mineral developers to
make arrangements with the surface owner, before entering onto

the land, to pay for any surface damages that might result. The
exception would allow entry to stake the corners of a mining
claim, leasehold location, or prospecting site location, an

activity that has little or no potential to cause any surface
damage. (AS 38.05.130.)

Sec. 24 is a technical amendment narrowing a reference to the
"Administration”" article of AS 38.05, whose last section (a
bonding requirement for the director of the statutory"™ Alaska
Division of Lands) would be repealed by Sec. 40 ol this bill.
(AS 38.05.131(a)>.)

Sec. 25 would eliminate overly broad language that theoretically
allows the department to close state land to "mining," not just
to "mineral location” (the act of staking new mining locations).
A valid mining claim includes the "exclusive right of
...extraction,”™ i.e. mining rights. The department could not
close off already-acquired mining rights without effecting a
"taking" of valid existing rights, which would run afoul of Art.
I, Sec. 18, and Art. VIII, Sec. 16, of the Alaska Constitution.
This amendment would eliminate a potential pitfall. (AS

38.05.185(a).)

Sec. 26 would amend AS 38.05.190(a) to clarify the qualifications

for ownership of mining rights by aliens and foreign
corporations. Under the existing statute, an alien at least 18

years old from a country that grants "like privileges?” to United

4



THE FOLLOWING DOCUMENT(S)
HAVE BEENREFILMED TO
ASSURE LEGIBILITY OR PAGINATION

V. 6/98



offered directly at auction or by negotiated lease, rather
than first being developed under a three-year pernmit

process. As v/ith other types of land disposals and
leases, public hearings on the leasing decision would be
held as needed, but v/ould not be mandatory. (AS

38.05.083, plus repealers of AS 38.05.855, AS 38.05.856,
AS 38.05.946(b).)

* Sec. 33 would delete references in the public notice law
to special aquatic farmsite permit procedures repealed by
Sec. 40 of the bill: mandatory public hearings and
preliminary findings before issuing permits.

Sec. 22 would modernize requirements to restore surface lease
sites after lease termination, protectino the state against

liability and high cleanup costs. Because other provisions of AS
33 apply this leasing statute to terminated homesites,
homesteads, remote cabin permits, etc., special measures of the

existing AS 38.05.090 would be retained to compensate individuals
for authorized privace residential improvements that are not
removed from the site and are worth more than $10,000 net value.

(AS 38.05.090.)

Sec. 23 would amend a statute that requires mineral developers to
make arrangements v/ith the surface owner, before entering onto
the land, to pay for any surface damages that might result. The
exception would allow entry to stake the corners of a mining
claim, leasehold location, or prospecting site location, an
activity that has little or no potential to cause any surface

damage. (AS 38.05.130.)

Sec. 24 is a technical amendment narrowing a reference to the
"Administration" article of AS 38.05, v/hose last section (a
bonding requirement for the director of the statutory Alaska
Division of Lands) would be reoealed by Sec. 40 of this bill.

(AS 38.05.131(a).)

Sec. 25 would eliminate overly broad language that theoretically
allows the department to close state land to "mining," not just
to "mineral location” (the act of staking new mining locations).
A valid mining claim includes the "exclusive right of
...extraction,” i.e. mining rights. The department could not
close off already-acquired mining rights without effecting a
"taking" of valid existing rights, which would run afoul of Art.
I, Sec. 18, and Art. VIII, Sec. 16, of the Alaska Constitution.

This amendment would eliminate a potential pitfall. (AS
38.05.185(a).)

Sec. 26 would amend AS 38.05.190(a) to clarify the qualifications
for ownership of mining rights by aliens and foreign
corporations. Under the existing statute, an alien at least 18
years old from a country that grants "like privileges”™ to United
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States citizens may acquire or hold exploration and mining
rights. A corporation in which more than 50 percent of the stock
is owned or controlled by aliens whose country does not grant
reciprocal rights to United States citizens may not acquire or
hold exploration and mining rights. However, determinations of
which countries grant "like privileges” to United States citizens
have never been made or enforced in any consistent manner due to
the number and complexity of mining laws worldwide. U.S. mining
laws, upon which Alaska laws were initially based, allow an alien
to form a domestic corporation that would be qualified to obtain
mining rights, without inquiry into "like privileges.” Amending
AS 38.05.190(a) to delete these requirements would be consistent
with modern business practices, similar federal laws, and state
laws affecting other types of mineral rights. (AS 38.05.190(a).)

Sec. 27 would repeal and reenact AS 38.05.211(d) to simplify the
adjustments to be made 1in .the annual rental amounts due on mining
claims and leases. The existing statute requires the rental
amounts to be adjusted every 10 years based on changes 1in the
consumer price index for Anchorage. This statutory adjustment 1is
likely to yield odd rental amounts that would make calculating,
accounting, and collection more difficult. Additionally,
adjusting rental amounts only at 10-year intervals could result
in large changes at one time, possibly causing hardships to
mining locators and lessees. The amendment would require the
department to check the consumer price index each year and adjust
the rate if the adjustment is $5 or more. Changes could only be
made in $5 1increments. The amendment also more clearly
identifies the consumer price index on which changes are to be

based.  (AS 38.05.211(d).)

Sec. 28 would authorize surface leases for certain mineral
development uses. Surface use needs for small mines are
generally modest enough to meet with a simple land use pernmit,
protected by the underlying "exclusive right of possession and
extraction of the [locatable] minerals"™ acquired by a valid

mining location. However, most major mines require large-scale,
costly surface improvements such as dams, mills, and tailings
impoundments. The mineral developer needs long-term security of
tenure to protect this investment, something that cannot be
provided by a revocable permit. Surface leases for mills.ites,
tailings disposal sites, and similar purposes would require
reasonable annual rental. (AS 38.05.255.)

Sec. 29 would add a new subsection to clarify that mining
developers®" surface leases are not subject to competitive bidding
statutes . Requiring the department to hold a lease auction would
serve no purpose, as the mineral developer would be the only
party in a position to bid for and use the lease. The department
would be required to adopt regulations setting leasing procedures

and annual rentals. (AS 38.05.255(b).)



Sec. 30 would eliminate the failure to file a lease application

on time as grounds for abandonment of a mining location. In
areas open to mining only under lease, a locator must apply for
and obtain a lease before gaining the right to mine. AS

38.05.205(a). After the department gives public notice of the
proposed mining lease, it must promptly mail an application to
the leasehold locator, who then has 90 days to file the
application.® But under the existing AS 38.05.265, failing to
file on time automatically causes '"abandonment®"® (voiding) of the
leasehold locations involved, too harsh a penalty for a late
application. (AS 38.05.265.)

Sec. 31 v/ould allow the department to convey "common areas" in
state subdivisions to the subdivision®s homeowners®"™ association
for retention and management. Many state subdivisions were
platted with certain lots reserved from disposal to provide open
space and recreation for subdivision residents. The intention
was evencually to transfer these reserved lots to local
government. But where there is no local government or it does
not want to assume management responsibility, conveyance to the
homeowners®™ association is a logical substitute. The department
would be required to ensure that the conveyance serves a public

purpose. (AS 38.05.810(a).)

Sec. 32 would clarify that the division can allow livestock
grazing, commercial berry picking or mushroom harvesting, and
similar minimal-value consumptive uses by issuing permits, an
authority the Deoartment of Law recently questioned. (AS

38.05.850(a).)
Sec. 33: See under Sec. 21.

Sec. 34 would raise the applicationfee for homesites fromthe
current $10 to a maximum of $25, the same as for lottery parcels.

(AS 38 .08.030(b) .)

Sec. 35 would add a cross-referenceto the lottery processused
to select the winner of a homesite entry permit. It would also
require a token annual rental of $100 until the permit holder
"proves up" or purchases the lot. Because a homesite entry
permit is a contract, the rental requirement would not apply to
existing entry permits. (AS 38 .08 .0*40 () .)

Sec. 36 would add a new subsection directing that homesite entry
permits be offered at lottery. Using the lottery procedures of
AS 38.05.057 was formerly a statutory requirement, but a 1984
amendment left the connection unclear. The department would be
recruired to adoot regulations as consistent as possible with AS

38.05.057.

Sec. 37: See under Sec. 12.



Sec. 38 would raise the fee to receive a non-agricultural
homestead entry permit to $20 per acre. This is a one-time
rental fee, lasting for the entry permit"s five-year term. The
rental fee for agricultural homesteads would remain at the

current $5 per acre. (AS 38.09.030(a)-)

Sec. 39 affects both the remote parcel program and the homestead
program. (The remote parcel law was repealed in 1983, effective
in 1984, but the program v/ill be alive until at least the year
2016. The last parcels were staked in 1984, and the last leases
issued in 1985-1986. The lessees will have until 1996 or later
to survey their parcels, and can then enter into 20-year purchase
contracts.) This section would prohibit the department from
imposing the conditions of the former AS 38.05.078(d) 1in new

remote parcel purchase contracts. These conditions restricted
the sale or subdivision of remote parcel land after it was
conveyed into privace ownership. It would also allow the

department to amend existing remote parcel or homestead purchase
contracts or patents to remove these restrictions if the holder
consents and reimburses the state for the difference in value.

(Each parcel®"s purchase price was cut by 50% to account for the

resale restrictions.) (AS 38.09.105.)

Sec. 40°"s repealers affecting the land disposal bank (AS
38.04.020) and down payments at land lotteries (AS 38.05.057(g))
are discussed under Secs. 1 and 14. Repealing AS 38.05.057(j)
eliminates special lottery procedures for an agricultural project
statute that was repealed in 1979. Repealing AS
38.05.035(e)(6)(F), AS 38.05.207, and AS 38 .05.945(g) would
eliminate the mining production license program, an early attempt
to solve the "6(i) problem”™ that became moot when AS 38.05.211-
.212 were enacted 1in 1989. Repealing AS 38.05.040 would
eliminate the requirement for a $150,000 bond for the director of
the statutory Division of Lands, which was subsequently
reorganized and subdivided into several different divisions.
Repealing AS 38.05.855, AS 38.05.856, and AS 33.05.946(b)
eliminates requirements associateu with aquatic farmsite permits;
see Secs. 21 and 33. Repealing AS 38.09.050(d) and (e) would
remove restrictions on selling or subdividing land after it has
been conveyed to a homesteader; see related changes under Sec.

39.

Sec. 41 would authorize railroad, highway, and utility line
rights-of-way within Chugach State Park necessitated by a Seward

Highway relocation project at Bird Point (between Anchorage and
Girdwood).

Sec. 42 would specify that the interest rate changes made by
Secs. 15-17 of the bill apply to all contracts sent out to be

signed after the bill"s effective date.



Sec. 43 would ensure that changes made to AS 38.05.082 by Sec. 19
of the bill will continue in effect after 1997, when unrelated

changes enacted in 1991 take effect.

Sec. 44 would allow the department to adopt regulations 1in
advance of the bill"s effective date, and includes a savings
clause for the existing homesite disposal regulations until they

can be changed. -

Secs. 45-46 are effective date clauses; the"regulation clause
would take effect immediately, with the remainder of the bill

effective July 1, 1995.
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AMENDMENT (

OFFERED IN THE HOUSE 0. .
TO: CSHB 192(CRA)

Page 6, following line 6:
Insert new bill sections to read:
"* Sec. 11. AS 18.56.799(2) is amended to read:
(2) "senior housing"

(A) means construction or improvement undertaken primarily
to provide dwelling accommodations for persons 55 [60] years of age or older,
including conventional housing, housing for frail elderly, group homes.
congregate housing, residential horizontal property regimes organized under
AS 34.07, residential cooperatives organized under AS 10.15 or AS 34.08.
residential condominiums organized under AS 34.0S. and other housing that
meets special needs of the eIderIy;

(B) includes acquisition, construction, or rehabilitation of land.
buildings, improvements, and other nonhousing facilities that are incidental or
appurtenant to the housing described in (A) of this paragraph.

* Sec. 12. AS 18.56.800 is amended to read:

Sec. 18.56.800. DECLARATION OF PURPOSE. There exists in the state a
serious shortage of decent, safe™ and sanitary residential housing available at low or
moderate prices or rentals to persons 55 [60] years of age or older. There also exists
in the state organizations whose purposes are to provide the kinds of housing needed
to alleviate this shortage. Development work to provide such housing involves

substantial expense that is often beyond the resources of the organizations."
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CS FOR HOUSE BILL NO. 192( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
BY

Offered:
Referred:

Sponsors): REPRESENTATIVES FOSTER, Ivan, MacLean

A BELL
FOR AN ACT ENTITLED
"An Act relating to housing assistance provided by the Alaska Housing Finance
Corporation and to its rural housing programs, to the corporation’s supplemental
housing development grants to regional housing authorities, and to housing
programs of regional housing authorities; permitting regional housing authorities
to make, originate, and service loans for the purchase and development of
residential housing; and amending the definitions of ‘rural’ and ‘small community’

as applied in various housing programs."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 18.55.997(a) is amended to read:
(a) In addition to the powers authorized to a regional housing authority under
AS 18.55.996, a regional housing authority may, in accordance with procedures and
policies adopted and approved by the Alaska Housing Finance Corporation, make,

originate, and service loans forthe purchase or development of residential housing [IN

1- CSHB 192( )
New Texc Underlined [DELETED TEXT 3RACKETED]
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RURAL AREAS OF THE STATE, OTHER THAN IN AN AREA WHERE THE
CORPORATION HAS A LOAN OFFICE]. A loan shall be secured by collateral in an
amount acceptable to the corporation. The rate of interest on a loan authorized by this
subsection

(1) in a rural area of the state [SECTION] may not exceed the interest
rate on a loan originated or purchased under AS 18.56.400 - 18.56.600; and

(3 outside a rural area of the state may not exceed the rate
established bv the corporation under the provisions of AS 18.56 that are
appropriate for the mortgage loan.

* Sec. 2. AS 18.55.998(a) is amended to read:

(a) There is created in the Alaska Housing Finance Corporation a supplemental
housing development grant fund. Using corporate earnings or other available funds, the
corporation shall make grants to regional housing authorities established under
AS 18.55.996 for

(1) the cost of [ON-SITE] sewer and water facilities, whether on-site or
off-site;
(2) road construction to project sites;
(3) [] energy efficient design features in homes; [,] and
(41 extension of electrical distribution facilities to individual residences.
* Sec. 3. AS 18.55.998(c) is amended to read:

(c) A grant made bv the corporation to a regional housing authority under

this section

(1) [GRANT MONEY] may be used bv the regional housing author
only for the purpose and the permissible use for which the grant was made;

(21 mav not [PURPOSES SPECIFIED IN (a) OF THIS SECTION. NO
PART OF THE GRANT MONEY MAY] be used for administrative or other costs of
a regional housing authority, whether the costs are directly associated with the
construction or general costs of the authority.

* Sec. 4. AS 18.55.998(d) is amended to read:
(d) The Alaska Housing Finance Corporation shall
(1) adopt regulations to carry out the purposes of this section; the

THE] provisions of AS 18.56.088(a) and (b) apply to regulations adopted under this

CSHB 192( ) 2-
New Tex!: Underlined [DELETED TEXT BRACKETED]
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section: and

(2) establish a priority system for the allocation of money for grat

to pay for off-sitt sewer and water facility improvements authorized by
AS 18.55.998(a)(L).
* Sec. D, AS 18.56.096 is amended by adding a new subsection to read:
(d) The prohibitions of (c) of this section do not apply to a loan made under
AS 18.56.420(a)(2)(C) to renovate or improve small community housing if the amount
of the loan does not exceed $20,000.
* Sec. 6. AS 18.56.300(d) is amended to read:
(d) This section does not apply
(1) to a nonconforming housing loan made or purchased by the
corporation; Of
(2) toaloan made under AS 18.56.420(a)(2)(B) or (CD to renovate or
improve small community housing if the amount of the loan does not exceed
$20.000.
* SEC. 7. AS 18.56.420(a) is amended to read:

(a) There is created in the coiporation, as a revolving loan fund, the housing

assistance loan fund consisting of money appropriated to it by the legislature and
deposited in it by the corporation, and repayments of principal and interest on loans
made or purchased from the assets of the fund. The corporation shall
(1) adopt regulations to administer the housing assistance loan fund
under AS 18.56.400 - 18.56.600; and
(2) subject to appropriation, provide money for a rural assistance loan
program to originate, purchase, [OR] participate in the purchase of. O refinance
(A) small community housing mortgage loans;
(B) loans made

(i) for building materials for small community housing;
or
(1) to pay for the labor of third-party contractors for
the installation of building materials in small community housing
units:
(C) loans made for renovations or improvements to small

3- CSHB 192( )
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community housing;

(D) loans made for the construction of owner-cccupied small

community housing other than loans to builders or contractors, or loans that
compensate an owner for the owner’s labor or services in constructing the
owner’s own housing.
* Sec. 8. AS 18.56.440 is amended to read:
Sec. 18.56.440. LIMITATIONS ON USE OF HOUSING ASSISTANCE LOAN
FUND. The corporation may not use the money in the housing assistance loan fund to

(1) originate a direct loan or purchase or participate in the purchase of
a small community housing mortgage loan that exceeds the limitations on mortgage loans
purchased by the Federal National Mortgage Association as to principal amount or
loan-to-value ratio;

(2) originate a direct loan or purchase or participate in the purchase of
a loan made for building materials for small community housing

(A) that exceeds $45,000 or exceeds

(i) 80 percent of the appraised value of the work
completed on the small community housing for which the loan is made
if the small community housing is pledged as collateral for the loan; or

(ii) 90 percent of the value of other property that is
pledged as security for the loan and that is satisfactory to the corporation
as collateral;

(B) unless the terms of the loan agreement require inspections
and certifications, as required by regulations of the corporation, at the expense
of the borrower; and

(C) unless the period of time allowed for repayment of the loan
is equal to or less than 15 years;

(3) originate direct loans or purchase or participate in the purchase of a
small community housing mortgage loan that is secured by real property the marketable
title to which is shown under AS 18.56.480(b)(2) if the total amount of outstanding small
community housing mortgage loans held by the corporation exceeds 10 times the amount
of money in the restricted title loss reserve account established by AS 18.56.490;

(4) originate a direct loan for small community housing or purchase or

CSHB 192( ) 4
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participate in the purchase of a small community housing mortgage loan, other than a
loan for the repair, remodeling, rehabilitation, or expansion of an existing
owner-occupied residence, if the borrower has an outstanding housing loan made under
a state loan program, other than a loan for [NONOWNER-OCCUPIED] housing under
AS 18.56.580 or for nonowner occupied housing under former AS 44.47.520, that bears
interest at a rate that was less than the prevailing market interest rate for similar housing
loans at the time the loan was made;

(5) originate a direct mortgage loan or purchase or participate in the
purchase of a mortgage loan for rental housing unless the borrower agrees not to
discriminate against tenants or prospective tenants because of sex, marital status, changes
in marital status, pregnancy, parenthood, race, religion, color, national origin, or status
as a student;

(6) originate, purchase, or participate in a loan to a person who has a past
due child support obligation established by court order or by the child support

enforcement division under AS 25.27.160 - 25.27.220 at the time of application.

* Sec. 9. AS 18.56.460 is amended by adding a new subsection to read:

(c) For a loan originated or purchased in whole or in part from the housing

assistance loan fund under AS 18.56.420, the corporation may make an unsecured loan.
The authority of the corporation to make an unsecured loan under this subsection is
limited to a loan made
(1) under AS 18.56.420(a)(2)(B) or (C) to renovate or improve small
community housing that does not exceed 520,000; and
(2) for real property if the housing unit for which the unsecured loan is
sought
(A) is occupied by the borrower under an occupancy certificate
or similar instrument granting the borrower an exclusive right of possession of
a specific dwelling unit in a cooperative housing development, mutual aid
housing program, or similar program; or
(B) is located on land the title to which is held by the borrower
under a restricted deed issued by the Secretary of the Interior or the secretary’s
designee, either as a Native restricted deed or as a restricted deed for property in

a trustee townsite.

-b- CSHB 192( )
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* sec. 10. AS 18.56.580(a) is amended to read:

(a) In addition to the powers authorized by AS 18.56.400, the corporation may
adopt regulations under AS 18.56.088 allowing the use of money in the housing
assistance loan fund to make loans for the purchase or development of rental
[NONOWNER OCCUPIED] housing in small communities.

*sec. 11. As 18.56.580(c) is amended to read:

(c) The principal amount of loans made for rental [NONOWNER OCCUPIED]
housing under this section may not exceed 20 percent of the total principal amount of
loans made for small community housing under AS 18.56.400 « 18.56.600.

* Sec. 12. AS 18.56.580(d) is amended to read:

(d) In this section,

(1) "development” means the construction of a new residence or the
repair, remodeling, rehabilitation, or expansion of an existing residence;

(2) "rental ["'NONOWNER OCCUPIED] housing”" means a single-family
residence that IS not OCCUpiEd bv the owner or a multi-family residence having up to
16 [EIGHT] dwelling units, ONE 0f which mav be [AND THAT IS NOT] occupied by
the owner; the corporation may modify this definition if it determines that there is a
special need for [ENtal [NONOWNER 0ccUPIED] housing N SMall communities and
that a change in the definition is necessary to enable the corporation to meet that need.

* Sec. 13. AS 18.56.600 is amended to read:

Sec. 18.56.600. DEFINITIONS. In AS 18.56.400 - 18.56.600,

(1) "housing"

LM means owner-occupied housing having four or fewer
dwelling Units [ SINGLE-FAMILY HOUSING AND OWNER-OCCUPIED

DUPLEXES] in which not more than 25 percent of the gross floor area is or will

be devoted to commercial use;

(B) does not include a multi-family residence that constitutes

housing for which a loan is made under the rental housing loan program of
AS 18.56.580 when one of the dwelling units in the multi-farnilv residence is
occupied bv the residence owner;

(2) "small community" means a community with a population of 6.500

[5,500] or less that is not connected by road or rail to Anchorage or Fairbanks, or with

CSHB 192( ) -6-
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a population of 1.600 [1,400] or less that is connected by road or rail to Anchorage or

Fairbanks; in this paragraph, "connected by road" does not include a connection by the

Alaska marine highway system.
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FINANCE CORPORATION *=* Anchorage, AK 99510-1020

March 12. 1996

The Honorable Richard Foster
Alaska House of Representatives
State Capitol Building, Rm. 410
Juneau, Alaska 99501

Dear Representative Foster:

The following is a sectional analysis and discussion for CS for House Bill No. 192 (Work Draft
9-LS0463\U, Chenoweth, 3/8/96), an Act relating to housing assistance provided by the Alaska
Housing Finance Corporation and to its rural housing programs, er. al.

Section 1

This section would allow regional housing authorities to originate and service mortgage loans.
Current statute allows the housing authorities to only make loans. The change in section 1 would
also allow them to he a servicing agent in communities for Alaska Housing Finance Corporation
mortgage programs.

Additionally, section 1allows a housing authority to provide these services in areas outside of
rural communities (page 2, lines 7 - 9). However, the rate of interest on the loans wouid remain
the same for communities based upon their population size. For example, the housing authority
for the community of Valdez recently was turned down for originating a loan for a housing
project simply because the community fell outside the statutory limitation of rural community.

Section 2

Under the allowable uses of the supplemental housing development grant fund, infrastructure
development for water and sewer could include both on-site and otY*site facilities. For example,
if a regional housing authority is constructing a water or sewer line to the site of a project, the
cost of providing hook-ups for other homes located along the line could be included as part of the
project cost paid by these grant funds.

Section 3

This language simply attempts to clarify the existing statute. It does not make any substantive
change.

"Housing For All Alaskans"
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Section 4

The Alaska Housing Finance Corporation is required to establish a priority system for the
allocation of supplemental housing development grant lunds used to pay for ol T-site water and
sewer facilities established by section 2.

Section S
Tliis section exempts projects constructed under the Building Material Loan Program from
energy standards provided under AS 18.56.096(c).

While the Alaska Housing Finance Corporation will support and encourage all projects to adhere
to energy standards, the costs of the inspections for these standards can represent an
extraordinary percentage of the small loans envisioned tor this program. These small loans are
intended and designed to help people in rural Alaska finish or improve their homes, use local
logs to build a home, or install wells or septic systems.

Section 6

This section exempts projects constructed under the Building Material Loan Program from
construction standards provided under AS 18.56.500.

Again. AHFC will support and encourage all projects to adhere to solid building standards
However, the inspections mat would be required to insure these standards are met would
represent an extraordinary percentage of the small loans envisioned for tins program.

Section 7

Section 7 amends the statute regarding the rural assistance loan program to allow for the
refinancing (page 3, line 24) of rural mortgages in the same manner as AHFC’s mortgage
programs allow for refinancing of urban loans. Current statute simply does not provide for
refinancing as an option under rural loans. Rural residents of .Alaska have not had the
opportunity to benefit from the lower interest rates by refinancing their loans, as have most other
individuals in Alaska and elsewhere in the United States. Under the Housing Assistance Loan
Fund a borrower would be required to do substantial improvements to their home to receive a
new loan at a lower interest rate. This provision would allow for a refinance in which the
borrower would not have to increase his loan amount to benefit from current low interest rates
provided the borrower's refinance loan meets established eligibility criteria.

Additionally, section 7 allows a rural assistance loan to be used to pay for the cost of third-party
labor for a building materials loan (page 3, lines 29 - 31). In other words, the loan could be taken
out to not only cover the cost of the material for the improvements, but could also be used to
cover the labor costs for the improvements. To restrict loan proceeds to materials only may
serve to promote unqualified borrower's installation of materials, equipment, utilities, or
appliances rather than installation by qualified professionals.
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Section 8

The chan?e made by section 8 is located on page 5, line 5. This would allow AHFC to make
loans for [ural non-owner occupied housing, to the extent feasible, to someone who already has
an AHFC loan for an existing owner-occupied residence.

The language in section 8 would not change any current practice since AHFC already interprets
thissfr ~ toallow a (}U&Hfled borrower to have more than one non-owner occugled loan.
Ser . would ciarif/ the statute to more clearly make this type ofloan allowable.

Section 9

This expands the existing Building Materials Loan Program to allow for small (520,000 or less)
unsecured loans for borrowers who have either restrictive deed lands or have no title to their
HUD Mutual Help home. These borrowers have financing needs for repairs and/or
improvements to their homes, but arc unable to pledge their home as collateral or have native
rﬁstrlcted deed land that is cost prohibitive in obtaining required BLA approval for encumbering
the property.

Section 10

This is a conforming change to coordinate this statute with the change being made in the first
part of section 12.

Section 11
This is a conforming change to coordinate this statute with the change being made in the first

part of section 12.

Section 12

Beginning on pa?e 6. lines 14 and 15, the definition of non-owner occupied housing would be
clarified as rental housing. On line 16, the definition of a multi-family rental house is changed
from an eight to a 16 dwelling unit. Please note that the existing statute (shown on lines 17-19)
allows AHFC to modify this definition if AHFC determines there is spacial needs and qualified
tenants that shows going beyond an eight unit project is warranted. Borrowers can save costs on
projects with up to 16 units by avoiding having to do a special determinations as required by the
current statute.

Section 13

The current definition in statute limits the terra "housing" to either singie-family and owner-
occupied duplexes. Section 13 would bring this term into compliance with industry standards
that view the term “housing” as owner-occupied housing with up to four units. This is the
standard that is used by the VA, FHA, Fannie Mae, Freddie Mac, and AHFC conventional urban

loans.
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This section would also increase the population base for communities eligible to participate in
the rural loan program from 5.500 to 6,500 for communities not connected to Anchorage or
Fairbanks by road or rail OR from 1,400 to 1,600 for communities on the road system. Cuirently
the population of Bethel is approaching 5,200 with a continuing pattern of growth. Haines'
population exceeded 1,400 a year ago. and then dropped down to less than 1,400 this year. By
increasing the population to 1,600. communities like Haines have an opportunity for growth and
are still eligible to participate in our rural loan program. .Alternative financing is generally not
available from national secondary market sources.

Representative Foster - thank you for your sponsorship of this legislation. 1look forward to
working with you and your staff toward the passage of this bill. Staff from the Alaska Housirig
Finance Corporation’s mortgage office will be on hand to brief legislators at the House Finance
Committee hearing scheduled for Wednesday, March 13. if anyone has any questions m the
meantime, please do not hesitate to give me a call.
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SPONSOR STATEMENT

CSHB 192

"An act relating to housing assistance provided by the Alaska Housing
Finance Corporation and to its rural housing programs, to the corporation’s
supplemental housing development grants to regional housing authorities,

and to housing programs of regional housing authorities; permitting regional
housing authorities to make, originate, and service loans for the purchase
and development of residential housing; and amending the definitions of
‘rural’ and ‘small community' as applied in various housing programs.™

Although AHFC is statutorily mandated to serve low and mode.rate-income
and rural Alaskans, AHFC loan originations are not readily available to all
communities because regional housing authorities technically do not have
local origination authority. "Origination™ is the process of accepting loan
applications, processing loans, packaging loans to ship for underwriting
(AHFC approval), and closing or assisting with closing. CSHB 192 will give
regional housing authorities the ability to make, originate, and service loans
within their jurisdictions and should make home mortgages more promptly
available to rural Alaskans. CSHB 192 will not impact AHFC's status as the
loan underwriter.

CSHB 192 also addresses loan mortgage rates in rural areas of the state and
enables supplemental housing grants to be made to water and sewer facilities
on off-site locations. Other changes include amending rural housing statutes
to change the definitions of housing and small communities. Additional
technical changes in the legislation will be addressed by representatives of
AHFC and the Regional Housing Authorities.

HB 192 was introduced last session and passed out of the Community &
Regional Affairs Committee. The section increasing the supplemental
housing grant match from 20 to 30 percent was removed from the C&RA
version due to constitutionality questions. The title of HB 192 has been
changed to reflect this change as well as the definitions added to the bill. HB
192 has a zero fiscal note from the Department of Revenue.

Aiav.inu* Brovig Chevak Et»n Emmonan G.imboii Golovin moocu' Boy Kofim. kovuk MekofyuK Mountain Village Newton Nigntmutt* N'.me

ftint Si mJivi Si Mim.itv Si»*OOnga  immijn Bu. Sn.mKi * Shttggn Ste*t)Dinn T.nu.* Q.te eel mMr/.,



Program Background
Relating to HB192

In 1991, AHFC did a housing study and determined that 16,867 housing
units were needed for the natives in rural areas. So, they went to Washington

DC. with information in hand and said we need more money in rural Alaska.

HUD agreed and said they would promise to provide more funding for
constructing some houses in rural areas if AHFC would provide some of the
funds too. They worked out an 80/20 arrangement meaning HUD would pay for
80% of project and AHFC would pay 20%. AHFC was mandated by the
legislature to use their 20% contribution only for infrastructure i.e. sewer/water
systems, electrical distribution, roads and energy design features. And | was told

that the HUD money can only be used for the construction of the houses.

Over time, the Regional Housing Authorities have discovered that while the
20% may be adequate in many cases, there ais areas of the state where it is more
costly to put these services in. In those cases the promoters must scramble for

money elsewhere or their project doesn't fly.

According to Kay Graham of AHFC, the average cost statewide to put in a
house (exclusive of the land cost) is between $185,000 and $200,000 for about a

1200 sq. ft. house.

AHFC and the Regionals want the legislature to increase the Supplemental
Housing Development Grants from 20 - 30%. This is necessary in order to put in
these 16,000 plus homes because otherwise, many of these homes would not be
able to be built. The Regionals work heavily with HUD to put in Mutual Help
Housing. "Mutual Help" means that the borrower, or someone on his/her behalf
must contribute $1500 toward the cost of the house to be built. The minimum
payment made on these houses is $125.00 but is based on the income of the
borrowers. Most do not have a very high income. These people live in their

house for a certain length of time, after which HUD deeds the house over to

them.



AHFC has a "Loans to Sponsor" program which the Regionals are very
interested in. Basically, AHFC loans arbitrage money to the Regional Housing
Authorities at zero interest and the Regionals loan money to their clients at
whatever interest rate they determine. This is one loan program that will be

gaining in popularity as HUD funds dry up.

But the Regionals need more "infrastructure money" (Supplemental

Development Grants) to achieve their objective - which is to put in 16,867 new

units.

The Regionals would also like to have the statutes relaxed so they can loan
to their clients in urban areas as well as rural. Kay Murphy states that yes, this
could compete with local banks but she didn't think that would happen since the
clients feel more comfortable working with their Regional Housing Authorities.

Urban areas include Anchorage and Juneau.

Another aspect of this Bill would lift the restriction that the Supplemental
Development Grant monies only apply to on-site sewer/water systems. The
Regionals want this expanded to include off-site systems as well. The example
given was that if 10 houses were built and hooked up to an existing system, that

the money could be used to upgrade that system.
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under fire

Feds says Alaskans
mismanaging funds

By DAVID HULEN
Daily News .-eooaer

The federal government is investigating
allegations of widespread mismanage-
ment in interior Alaska's iow-income
housing agency, including improper use of
cash accounts, unaccounted-for materiais.
questionable buying practices and recent
cost overruns on village housing projects
totaling nearly S3 million.

In a harshly worded report this month,
the Department of Housing and Urban
Development saic officials from the Fair-
banks-based Interior Regional Housing
Authority falsified documents and main-
tained a series of rhoady accounting prac-
tices that have placed the agency's fi-
nances in jeopardy,

HUD told the housing authority it was
investigating allegations that housing au-
thority staff members used cocaine in the
agency’s Fairbanks office and on village
housing sites.

The housing authority is one of several
regional agencies that spend tens of
millions of dollars each year building
low-income housing and administering
federal rent-subsidy programs to Natives
The Fairbanks agency serves more than 40
villages in the Interior, as well as Fair-
banks, and most of its money comes from
HUD. The agency employed more than
400 people last year, many of them villag-
ers.

HUD officials in the Anchorage-based
Alaska Office of Native American Pro-
grams early this month classified the
agency as “high-risk” and in a March 3
letter ordered all purchases, contracts,
personnel actions and travel approved in
advance, and any ongoing construction
projects stopped.

"Our review has not been completed in
all areas of operations,” said the letter,
signed by HUD administrator Marlin
Knight. "However, we have confirmed
that serious deficiencies exist. ... More-
over we are not satisfied with the current
management’s ability and/or actions in

Please see 8ack Fage, HOUSING
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dealing with these serious problems.”

Auditors, who have been reviewing the
housing authority’s books since January,
still aren't sure how bad the problems
are, the letter said.

"The full extent of the financial crisi:

is unknown due to the housing author
ity’s faiiure to maintain a workable ac-
counting system capable of providing cur-
rent information,” the report said.

Officials with the housing authority did
not return telephone calls on Friday! The
agency is run by a five-member board of
commissioners appointed by the Tanana
Chiefs Conference, the Interior Native
non-profit health and social service agen-
cy.

The HUD report has been the object of
ciosed-door meetings this week at the
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Tanana Chiefs' annual convention in Fair-
banks. Tanana Chiefs President Will
Mayo told the Fairbanks Daily News-Min-
er his agency would have no comment
until an ongoing audit by HUD -was
completed.

"My reaction to the allegations is let’s
get the facts,” Mayo said. "These, as far
as I'm concerned at this point, are allega-
tifon_s. We want to get to the bottom of all
of it."

The allegations are outlined in a two-
page letter and an eight-page accompany-
ing report sent to the agency and obtained
by the Anchorage Daily Ne ,vs. The docu-
ments said:

*There are “virtually no internal bud-
get controls in place" at the housing
authority, and this led to overruns of
nearly S3 million on housing projects last
year in Tok, Nikolai and Northway. To

agency

cover the overruns, the report said, offi-
cials improperly diverted almost S2 mil-
lion from housing projects earmarked for
the villages of Chalkyitsik, Huslia, Birch
Creek, Rampart and Ruby.

» About 5500,000 in cash from homebuy-
er equity accounts was improperly spent
covering the construction cost overruns.

e The lack of internal financial controls
"has resulted in numerous violations of
(federal) procurement regulations as well
as massive cost overruns. ..."

« HUD is investigating "several allega-
tions concerning certain staff mem-
bers using cocaine during office hours in
the office and on village housing sites.”

* One of the agency’s board members,
and a board member’s spouse, were hired
to work on housing authority jobs, in
violation of federal conflict-of-interest

rules.

mismanaged

funds

*The agency "lacks training and com-
petent staff at key management posi-
tions." The former executive director of
the agency, Spud Williams, resigned in
[ camber, But the report says other
housing authority officials, including act-
ing executive director Velma Carroll,
share responsibility for the problems.

The agency’s financial condition "has
deteriorated to the point that the overall
financial condition is in jeopardy,"” the
report said. The agency could not provide
HUD auditors with basic financial infor-
mation, the report says. Auditors later
determined the authority owes more than
5430,000 to creditors.

Carroll did not return phone calls on
Friday, nor did HUD officials in Anchor-
age. It was unclear what led to the HUD
investigation.
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Alaska Office of Native American Programs
University Plaza Building

949 East 36th Avenue, Suite 401

Anchorage, AK 99508-4399

MR . 3 195

Clarence Alexander, Chairman

Board of Commissioners

Interior Regional Housing Authority
General Delivery

Ft. Yukon, Alaska 99740

Dear Mr. Alexander:
Subject: Corrective Action Order

On January 20, 1995, you were notified of our concern of
reported "jross"™ mismanagement practices at Interior Regional
Housing Authority (IRHA) which resulted in cost overruns of at
least $2,700,000, unaccounted materials inventory of substantial
value, numerous questionable procurement practices, and
negligence in IRHA"s fiduciary responsibility with its homebuyers
equity accounts estimated at $500,0)0. Additionally, we have
reviewed documents provided us which reveal IRHA"s management
with falsely certifying documents.

Due to the seriousness of what has been reported and
allegations of other improper conduct, staff members from our
office have been conducting on-site reviews at IRHA. Our review
has not been completed in all areas of operations. However, we
have confirmed that serious deficiencies exist at IRHA. Moreover
we are not satisfied with the current management®s ability and/or
actions 1in dealing with these serious problems.

Undf£r authority of 24 CFR 905.135 (d), a Corrective Action
Order is imposed designating IRHA as "High Risk". Accordingly,
previous authorization to certify or proceed without HUD approval
is hereby rescinded. Additionally, the following restrictions
are hereby effective as of the date of this Order.

1. Procurement: and contracting authority is withdrawn and
requires prior approval of the Alaska office of Native
American Programs (ADNAP).

2. Authority to proceed with Development, Comprehensive
Improvement Program or comprehensive Grant Program
activities 1is suspended.

3. Authority to proceed with Development, CIAP or
Comprehensive Grant Program projects using Force
Account is rescinded.

4, Authority to proceed with in-house architectural
services is rescinded.



MAR 21 '95 01:42PM AK HOISIING FINAFRE C E e

5. .M1l recruiting, ra-assignments, termination or other
personnel actions retroactive to our January 23, 1995 cn
site monitor-iug visit, requires prior concurrence of the

AONAP.

6. All out-of-region travel requires prior approval of the
AONAP.

IRHA is required to respond in writing with a Management
Improvement Plan which describes in detail actions to correct the
existing deficiencies as described herein, The plan must be
responsive to the deficiencies, corrective actions and timeframes
noted. The plan, must be approved and monitored by the Board of
Commissioners and is subject to HUD approval.

You may request reconsideration of the above actions by
submitting to our office by March 20, 1995, written evidence that
the conditions cited in the deficiency have been remedied.

In any case, an approved MIP, which adequately addresses
each of the corrective actions by the required timeframes shall
be prepared by IRHA and submitted to this office within 45 days.
Additionally, the Board is required to execute an amendment to
the Annual Contributions Contract (ACC) No. S-S3 to maJce the
corrective actions identified in this Order a condition of the
ACC. A copy of the amendment is enclosed for your execution.

If you have any questions regarding the content of this
Corrective Action Order, you may call me at 271-4633.

Sincerely

Marlin Knight
Administrator

Attachment

cc:
Board of Commissioners

Velma Carroll, Acting Executive Director

Will Mayo, Executive Director, Tanana Chiefs Conference
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DEFICIENCIES

DEFICIENCY #li IRHA IS FINANCIALLY UNSTABLE

Federal Regulations at 24 CFR 905.135 require Tfinancial
stability as a necessary element of administrative capability and
requires the IHA to meet the standards set forth in 24 CFR, Part
85. In addition, the Mutual Help Annual Contributions Contract
(ACC) requires an IHA to administer its operations 1in such a
manner "as to promote serviceability, efficiency, economy, and

stability._.".

The full extent of the financial crisis at IRHA is unknown
due to the housing authority®"s failure to maintain a workable
accounting system capable of providing current information and
the lack of internal controls to safeguard housing authority
assets.

There are virtually no internal budget controls in place at
IRHA.  All revenues enter a revolving account which earns
interest. The majority of revenues deposited in this account
come from HUD Development, CIAP, Comprehensive Grant programs as
well as Operating Subsidy, Administration Fees, Security Deposits
and homebuyer MEPA funds. IRHA currently has no internal
controls in place to track project specific expenditures from the

revolving account.

This lack of internal budget controls has led to reported
cost overruns of $1.6 million and $380,000 in the Tok and Nikolai
force account developments, respectively. To offset these cost
overruns, IRHA has inappropriately requisitioned approximately
$1.95 million in Development funds from tha Chalkyitsik, Huslia,
3irch Creek, Rampart and Ruby force account developments. THE
DIVERSION OF DEVELOPMENT FUNDS TO COVER. COST OVERRUNS HAS
ENDANGERED IRHA®"S ABILITY TO COMPLETE THESE DEVELOPMENTS.

There 1is also approximately $500,000 in cash MEPA that was
diverted to cover overruns. IRHA has not reconciled the Tenant
Accounts Receivable to determine the exact amount of cash MEPA
that should be invested on behalf of the homebuyers or interest
that should have been earned on MEPA funds.

IRHA currently has insufficient non-HUE_funds available to
cover their development cost overruns and shortages in their
homebuyer MEPA accounts.
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Corrective Actions:

1. Expedite the procurement and completion of an expanded scope
audit for FY 1994, incorporating the scope of work outlined
in our February 7, 1995 letter, with an accelerated
completion date for a draft report to be submitted to the

AONAP on or before May 1, 1995.

2. Submit to the AONAP by March 31, 1995, the following
information for the month of February 1995. Thereafter,
submit the information by the 30th of the following month,

until otherwise notified:

a. Reconciled bank statements for all bank accounts
including investments.

b. Monthly check register.
Monthly general ladger/trial balance.

C.

d. Monthly aged accounts payable listingsreflecting
outstanding vendor invoices by program and project.

e. Monthly aged Tenant/Homebuyer reconciled Accounts

Receivable logs including delinquent amounts due.

3. Develop and submit to the AONAP a financial action plan
which addresses the ongoing operating expenses of the IHA,
overages of budget expenditures, replacement of MEPA,
replacement of an adequate reserve and payment of
outstanding vendors by May 15, 1995.

DEFICIENCY #2: IRHA LACKS MANAGEMENT SYSTEMS REQUIRED TO CONTROL
ITS ASSETS RESULTING IN THE MISMANAGEMENT AND
MISUSE OF FEDERAL FUNDS AMD NONrCOMPLIANCE NITS
THE TERMS AMD CONDITIONS Q? PREVIOUS AMARUS.

Federal Regulations at 24 CFR 905.160 (b)(a) state: "Each
IHA shall adopt, promulgate, and comply with, rules or
regulations for the procurement and administration of supplies,
materials, services, and equipment in connection with the
development and operation of projects...1

Further, Federal Regulations at 24 CFR 905.215 (a)(6)(ii)
state the use of Che Force Account method can only be authorized
if an IHA provides justification that demonstrates it has the
technical and administrative capabilities to complete the project
within the projected time and budget.

The lack of internal financial and management controls at
IRHA has resulted in numerous violations of 24 CFR 35 procurement
regulations as well as massive cost overruns to IRHA"s force
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account developments in Tok and Nikolai, and the AK94B007701-93
Comprehensive Grant Program (CGP) project in Northway.

IRHA had provided written certification stating their
procurement practices were in compliance with the housing
authority®"s procurement policy and the requirements of 24 CFR
Part 85. The submission of false certifications is a violation
of 24 CFR 905.160 (2).

A review of IRHA"s procurement files identified a number of
serious procurement violations including the purchase of a
$43,500 river barge with no record indicating the required
procurement process had been followed. IRHA apparently awarded a
sole-source materials contract for the procurement of windows
after initially awarding a contact to the apparent low bidder in
a sealed bid procurement. Numerous complaints, including
Congressional inquiries, have also been received from vendors
regarding IRHA"s questionable practices.

The lack of an effective contract management system has
resulted in a myriad of unaddressed construction issues including
cost overruns in excess of $1.9 million for the Tok and Nikolai
force account developments and $600,000 for the AK-701 CGP
project, in Northway.

These cost overruns have apparently been offset, in part,
using $1.95 million in development funds obligated to the
Chalkyitsik, Huslia, Birch Creek, Rampart and Ruby developments
as v/ell as the charging of Tok (Northway) development costs to
the AK-701 Northway CGP project.

These actions are in direct violation of IRHA"s Annual
Contributions Contract Amendments for these developments.
Further; the diversion of funds from these developments to cover
cost overruns has seriously impaired IRHA"s ability to complete
the Chalkyitsik, Huslia, Birch Creek, Rampart and Ruby
developments.

A lack of inventory control, quality control, and
maintenance of critical records has further exposed IRHA to the
loss of property and misuse/waste of development and
modernization funds under force account construction.

Corrective Actions:

1. Provide an itemized inventory; on a project specific basis,
of all materials, supplies, expendable and nonexpendable
equipment, for all active Development, CIAP and
Comprehensive Grant projects, ldentify the location and
provisions for secure storage of all identified inventory.
Itemized inventories must be submitted to the AONAP on or
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before May i, 1995.

2. Complete an on-site, unit by unit assessment of the
construction 3tatus for all active Development, CIAP and
Comprehensive Gant projects. Project specific status
reports must be submitted to the AONAP on or before May 15,
1995.

3. Develop and implement quality control, 1inventory control,
and procurement control procedures for Development and
Comprehensive Grant Program projects. Written procedures
must be submitted to the AONAP for review and approval on or
before June 1, 1995.

4. Develop a Force Account Management Plan which details the
process for the implementation and administration of a force
account program to complete Development and CGP projects.
The management plan must be submitted for AONAP approval on
or before June 1, 1995.

Approval of any Force Account activities will be further
contingent upon the following monthly reporting
requirements:

a Project specific development cost controlstatements.

b. Project construction schedule update. Actual project
progress should be tracked and recorded for review
against original Project Construction Schedule.

C. Itemized Schedule of Amounts for the project which
allows for the comparison of the project budget to
costs incurred/obligated and number of units in place.
(HUD Form 51000 is recommended for use)

d. . Copies of inspection reports for all inspections
completed.
e. Project Procurement Register/Log which identifies

formal procurement activities completed.
Project specific Change Order registers.
Project specific Check Registers.

Q -4

DEFICIENCY #3; IRHA UACK3 TRAINED ANP COMPETSHT 3TA?F_AT SgY
MANAGEMENT POSITIONS

IRHA is deficient in administrative capability under the
regulations at 24 CFR 905.135(b) (1) (v) in. that it lacks properly
trained and competent personnel at key management positions. The
magnitude of the financial crisis requires competent,
professional, and skilled leadership to resolve the identified
deficiencies and to achieve administrative and financial
capability. Although the previous Executive Director has
resigned, other key management staff, specifically the staff
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Accountant and the current Acting Executive Director shares
responsibility in the current condition of IRHA. Neither has
exhibited the capability or the leadership co make progress
toward .resolving identified management and financial

deficiencies.

IRHA financial operations have deteriorated to the point
that the overall financial condition 1is in jeopardy. During
HUD"s onsite visits between January 23 and February 2, 1954, the
Staff Accountant could not provide reliable financial data to
support many basic financial functions. During the January 17,
1995 meeting, the Staff Accountant reported that there were no
past due accounts payable; yet HUD"s subsequent on-site visit two
weeks Later disclosed an excess of $430,000 of accounts payable.

Other unethical actions by the Staff Accountant include the
altering of her own timesheets. In one specific instance, this
office obtained an original timesheet which reflected sick leave
taken for over a month®"s absence around Thanksgiving 1994; yet
another timesheet was attached to payroll check which indicated
that no leave was taken during this time period of absence.

Professional and competent leadership is critical
i-miftrH~telv in order to implement actions required to achieve
financial stability and to remove restrictions for proceeding
with development and modernization.

Corrective Actions;

1. Immediately issue a Request for Proposals (RFP) to recruit
an executive director by an outside professional firm. A
list of best qualified applicants should be provided to the
3oara to interview. The* AONAP will be provided with the
list and the Board®"s choice for review. The procurement of
services and recruitment of a qualified executive director
must be completed on or before April 30, 1995.

Deficiency #4; Nbncoaplian.ee with Terns and Conditionn of the
Federal Regulations and Annual Contributions
Contract

A. Force Account Wages not included as Homebuyer Income

IRHA employed over 400 force account employees m their
modernization and development budgets in. fiscal year 1994.
Several of these employees were also IRHA homebuyers.

In accordance with 24 CFR 905.102. Annual income 1is the
anticipated total income from all sources...it Is the "full
amount, before any payroll deductions, of wages and salaries,
overtime pay.." Section G. of the IRHA Admissions and Occupancy
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Policy, scates:

"Failure to report all income will result in
retroactive required monthly payment charges.
Homebuyers are required to report immediately any
changes in income or household composition."”

In reviewing several homebuyer files, it was disclosed that
force account wages have generally not been included in
homebuyers®™ annual income and in calculation of their monthly
homebuyer payments. It is the responsibility of the homebuyer to
report increases 1in income, as well as the IRHA.

Of serious note is that two of these employees were a IRHA
Board Commissioner and a Commissioner®s spouse. According to
their FY 1994 W-2 Wage and Tax Statements for 1994, the
Commissioner™s salary was 521,410.95 and the Commissioner”s
spouse”s income was $34,223.63.

In managing a force account program, IRHA should have
established internal coordination procedures between departments.
Upon hire, homebuyers must be made aware of their responsibility
to report income increases. Accounting staff should notify
housing services staff of homebuyer hires to schedule interinm
recertifications and to complete payroll deductions for any
delinquencies owing.

B. Unauthorized IRHA Employment and Conflict of Interest for
Two Commissioners

In accordance Federal regulations 24 CFR 905.130, "A member
cf the IHA"s Board of Commissioners shall not be eligible for
employment by the IHA, except under extremely unusual
circumstances where it is documented that no one except the
commissioner is qualified for the position and where the HUD
field office approves in advance of the hiring." As noted above
one of the Commissioners was employed on a force account crew,
although written HUD approval was not obtained.

In accordance with the Annual Contributions Contract,
Article 7.4. requires Board members to disclose any interest,
direct or indirect, in any project of the IHA in writing to the
IHA, and shall immediately disclose their interest upon the
minutes of the IHA. Employment of a spouse, which resulted in an
family income increase of $36,223 should have been disclosed.

C. Noncompliance with Mutual Help Program Conveyance
Requirements

Federal regulations 24 CFR 950.440(e)(5) states that,
regarding the conveyance of s Mutual Help home, "The required
documents shall be approved by the Attorneys representing the
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IHA" . Of the ten conveyance Tfiles selected for review, none were
approved by an attorney.

Part (e)(6) states that "After conveyance, all homebuyer
funds held or received by the IHA from the sale of a unit in a
project financed with grants shall be held separate from other
project funds, and shall be used for purposes related to low
income housing use, as approved by HUT)". IRHA has deposited
proceeds from conveyances of homes in its General Fund Bank
account, where it is intermingled with funds deposited for
operations, development and modernization projects. This action
is In direct opposition to HUD requirements.

Corrective Actions:

1. Develop internal coordination procedures to ensure that IHA
salaries of homebuyer/tenant families are included in their
total family income. Ensure these procedures are included
in your Force Account Management Plan.

2. Review Commissioners"™® actions to determine appropriate
actions regarding repayment and disclosure. Include your
actions in your MIP response.

3. Obtain legal approval of all conveyances to determine
whether documents are in compliance with the terms of the
MHOA and applicable laws and regulations. Provide copies of

the IHA"s Attorney letter approving each conveyance.
Develop written conveyance policies to ensure IHA attorney
approval of future conveyances.

4. Instruct your Independent Auditor to verify that all
conveyance oroceeds, arc identified and deposited into a
separate bank accounc especially established for this
purpose, record the amount to Account 2854, Replacement
Reserves. Provide this office with a copy of the deposit
3lips and journal vouchers snowing accounting distribution.
Ensure required accounting transactions axe included in your
conveyance procedures.

OBSERVATION;

For each operating, development and modernization budget
submitted to this office, an Indian Housing Authority is required
to submit a "Certification of a Drug-Free Workplace". In
addition, Section S (e) of the IRHA Personnel Policy addresses
the "Drug Free Workplace"” as follows:
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"The unlawful manufacture, distribution, dispensation,
possession or use of a controlled substance is
prohibited on the premises of Interior Regional Housing
Authority, or while acting as a representative of the
Housing Authority, on or off the premises. Appropriate
disciplinary actions which may include termination,

will be taken against Interior Regional Housing
Authority employees for violations of the prohibition."

Several allegations were made concerning certain staff members
using cocaine during office hours in the office and on village
housing sites. These allegations are in direct conflict with
your Personnel Policy requirements and the Certification.

Racamrnendation:

Due to the seriousness of these allegations, it is recommended
that the Board take immediate action, which could include drug
testing. It is recommended that your Drug-Free Workplace Program
be reviewed to ensure implementation and drug awareness for all

employees.
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