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RIP did generate a net reduction in personal service costs but budget impact is uncertain

We are also confident that state agenmes realized a net reduction in personal services costs,
or savings, through RIP. For the RIP participant positions (also known as PCNs for position
control number in budgetary terms), where replacements were hired in at lower pay, there
was a net reduction. ~State agencies spent, and will prospectively spend less for thee
specific PCNs in the first, second, and third years than they would have, had the RIP retiree
remained as the incumbent,

Doubts are often expressed about the savings generated by RJP because they rarely, if at all,
are reflected in state agency budget requests. Further, the incremental nature of most of the
1989 RIP savings contribute further to this lack of .VISIbI|It?/ in agzency budgets. When
savings are generated through the elimination of positions left vacant by RIP participants,
then the budgetary impact is more clearly reflected in the fewer number of positions in the
agencies' budget requests.

However, when savings are pnmarll(Y due to the incremental difference between RIP
loar.nmpants' personal service costs and those of their replacements, identifying savings for
egislative consideration is more difficult and subtle. Such savings get lost in a blend of
bud%etary incremental adjustments such as those generated by new union contracts, new
?om jons f(tJr new programs, new positions for old programs, adjustments for vacancy and
urnover, etc.

Accordingly, we believe the savings shown for the various state agencies in Schedule 2 on
page 10were realistic, and for the most part, have been or will be realized. However, we
cannot reasonably estimate how much of these savings were reflected in agency budget
re(iuests or remained in year-end balances that lapsed back to the general fund, although we
believe that, to some degree, hoth of these happen.

Savings and program recommendations discussed further in Auditor Comments

In the following Auditor Comments section we offer examples of how state agencies may
be using RIP-generated savings, and discuss how the university is usm? savings for what
they term "budget reallocation™ and "budget reduction™ purposes. We also suggest that the
Ifeg|s|atg|r8 provide for improved monitoring of RIP-generated savings, when considering any
uture RIPs.
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AUDITOR COMMENTS

As concluded in the previous section, we are confident that RIP generated a net reduction
In personal sen'ices Costs (as intended by its authorizing Ieg|slat|on). However, existence
of these savings is met with some skepticism, because they do not appear to be reflected in
state aﬁency operatm% budgets. Often, agencies take advantage of the flexibility afforded
from the reduction of personal services costs to reallocate and use the savings without
legislative budgetary oversight. To the skeptics, and from a conservative budgetary
viewpoint, to the extent this occurs, such reallocations do not represent savings, nor do they
result in a net reduction in personal services costs,

Four examples illustrate how RIP “savings" may have heen used besides budget reduction

For example, consider the net reduction in personal service costs that may or may not be
involved in the following situations:

1 RIP savings are used to hire temporary staff. With the RIP savm?s that an agency
tt)enerates In its personal services budget, management decides to hire temporary workers
0 cany out a special Riject.. The work was important, necessary to the aﬁenc 'S
fungnomnP, but until the flexibility provided by the RIP, the agency never had the
available funding to accomplish the task.

Although RIP generated the savings used to hire the staff and pay the overtime, agency
management has decided how those savings were used. In this instance, RIP é;enerate_d
a savings, hut from a budgetary aspect, none would be reflected in a net reduction In
personal Services Costs.

2. RIP savings are transferred to contractual budget category. With the savings generated
by RIP an agency transfers authorizations from the personal services to the contractual
services hudget category. With this increased funding, the a%enc contracts for some
or all of the services that had previously been performed by the RIP retiree.

Again, in this example RIP has provided savm?s. Through the use of a budgetar
mechanism, even a Net reduction in personal’ Services Costs has been achieved.
However, &s in the first example, it is agency management that is deciding how to
reallocate RIP savings, and from a budget reduction viewpoint, no savings are realized
despite the personal services cost reduction,

3 RIP savings allotted to other.Progra.ms. ‘One difficulty that both we and officials at the
University of Alaska had wi h,esﬂmat!n? RIP savings was the treatment of "budget
reallocation™ savings. University officials reported that RIP provided administrators
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increased flexibility and was used in
part, to reconfigure the instructional
staff at various campuses in response to
student demand (See inset at right).

For example, if an accounting professor
retired under RIP, that position itself
may be left vacant but the savings
generated may be used for a myriad of
other activities.

Again, RIP has generated savm%s, and
to some extent, a net reduction in
personal services costs was probably
generated, hut all was done outside the
Influence of legislative hudget review.
From the budgetary aspect, no savings
were realized, because none were
reflected in the university’s budget
request.

RIP participant’s position is cut. When

RIP  generates savings through

elimination of a position, without a

budgetary monitoring  system, even

these more discrete savings can be

temporary.  For example, an agency

eliminates a position from the hudget

left vacant by a RIP retiree. The

agency has decided to either to absorh

the RIP participant’s workload with

existing staff, discontinue the services

provided by the retiree, or perhaps, &s ,
mentioned ‘above, “contract-out" the tasks. Now, from a budgetary persPecnve, RIP
savings are more readily realized, since agency budget requests are reduced to reflect the
eliminated position.

However, two years later, perhaps under a different administration, management requests
and obtains funding for a "new" position. The new ,oosmon IS needed to Perform all or
most of the tasks that were previously done by the RIP retire*, If funded, the legislature
s re,allocalg&g, probably unknowingly, a portion of RIP’s net reduction in personal
SErvIces COSts.
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Legislature was concerned about RIP accountabhility

The legislature was concerned about the accountability of RIP savings. The program’s
|mp|ement|n? legislation required the Office of Management and Budget (OMB) to submit
annual reports on RIP and its impact each January 15from 1991 through 1994 “The report
was required to provide the

information necessaryfor the legislature to evaluate the effectiveness ofthe progrc i
in achieving its objectives. The report should include information on the designated
organizational units under the retirement incentive plans including the cost of the
retirement incentive program per participant, the cost to the state, the cost to the
employee, the annual budgeted amount by agency for the retirement incentive, and
the projected or actual savings over the three-year period.

The 1991 report, did contain the information specified in the legislation, and we used the
report as a basis for ,developmg the costs and savings included in this report. However, the
costs and data specified and sunmitted does not provide necessary information regarding how
the projected savings were utilized or how they affected the subsequent FY 92 budget.

Either OMB or Legislative Finance should monitor future RIPs

In addition to the report information required by the 1989 RIP legislation, the legislature
should consider directing either OMB or the Division of Legislative Finance to specifically
monitor RIP-generated savings. The legislature should direct one of these agencies to
account for savings generated by vacant positions and the incremental differences in salary
and benefits for various state agency budget request units.

By breaking down and analyzing the budgetary impact of RIP retirees, these budget review
agencies could develop an adéustment factor to be used in budget construction and review.
Such a factor, similar to the adjustments currently made for personnel vacancy and turnover
could be used to reduce agency personal Services budget requests. Such a factor would
reflect the amortization of projected RIP savings over the same time period &s that provided
by additional credited service.

Further, any new positions that may be included in each a.gency’s annual budget request
should be scrutinized in the context of the duties and services formerly Prow ed by RIP
participants. In addition, OMB or the Division of Legislative Finance should review the use
of temporar%/ emploYees and agency overtime to determine if any significant increases could

be attributable to RIP.
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Improved monitorinu would provide enhanced legislative oversight of savings

By implementing such an upfront,

monitoring and control procedure, the UNIVERSITY ALSO USE RIP
legislature could provide greater assurance SAVINGSTORESPOND
that RIP-generated savings are being used TO BUDGET REDUCTIONS

to reduce personal service costs. Further,

such a procedure more clearly identifies the  Unhnratty Offietodt m o rt'XMtadé‘h ttht
amount and impact of program savings. Ugﬁtdaé‘%jgfg?oaa\r/ﬁ% gr%rcaa}at aﬁgcgt_d
BudgeP raductlona. . . "It

Legislative oversight of how the savin%s
generateg frogn IE are used WOUt|d. e Uich fb et "
Improved, and such ongoing monitoring ;.f CII»,., aﬁa ad af CU @C m(ﬂanaal

. 1und spprtpficttom, tha urtivaaUty dtacla
would aflow the Ieg|s|a%ure a decision afgap%ﬁm%n**to cutt%/v*

making role in how savings are to be dgat by

reallocated. fat tha E%OEI ole Ffahadaa a(\gd Ocacn

Sdanc :Sn rt8 % ;\%{:\i E? a CUt at
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1990 measure reduced emphasis on savings &N War fara
{ﬁgl?@d Tb}aa aartarlng(%%a[%ett)qtar%x

In 1990 the legislature amended the 1989 than o0 00D, aadm
RIP to allow employees to “make up the

difference™ if the State could not pr(gect a %W uaad btthdt%teilti]rt diraay agrﬁ%\lﬂfi%?

savings for their position. This amendment ~ donarata y . : Af P
E tthﬂe e gfgnml.inating ny QSO %?g”a@tx?é‘?ﬁ' e onatt yrSéLafti%n.

NEL reaucton In Z
o o e 0 ke g et

anc
personal services costs for those employees. It RKqutfcnhM garaonal %araibcag areld
and aatiartaatha cowaanrathra budgetary
Oth,erwi's"é"éIggib'lé'é'm'ﬁlby'é'é'S',"Tor whomno nmhmm - °" " ’
sav;ngs could be projected over a five-year
period, could now participate in RIP

b
paying off the State’s projected costs. chordingly, under the legislation the State just
'hroke even” on 78 additional participants, realizing no net reduction in personal Services
Costs for those individuals.

From legislative committee minutes of the testimony and discussion of the.amendmg
legislation, the primary concern afopeared to be one of equity. From testimony an
discussion it seems the intent of the legislature was to allow all state employees that met the
basic e I|%|b|l|ty criteria an opportunity to participate in the program, regardless of the savings
that might be generated from their particular situation,
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RIP reduces personal services costs, central issue is who decides how savings are used

In summary, concerns about savings generated by RIP are often misdirected. RIP. if
structured appropriately, does generate personal service cost savings. Skepticism of the
program is not so much attributable to an absence of any real savings, but rather exists
because the current budget review process does not adequately track and reflect economies
generated. Only if there are major lay-offs and budget cutbacks, do savings generated by

RIP become readily apparent in state agencies' budget requests.

This lack of a developed budget control process, limits the legislature in performing its
oversight role. Decision making is transferred to agency administrators. They get to decide
how to reallocate or use RIP savings, with no specific legislative inquiry or direction.

ALASKA STATE LEGISLATURE - 17- DrVISION OF LEGISLATIVE AUDIT



ALASKA STATE LEGISLATURE - 18- DIVtnON OF LEGISLATIVE AUDIT



EMPLOYER COMMENTS AND DISCUSSION
The opening section of the 1989 legislation that implemented RIP stated that

since it may be necessary for state agencies and other employers who participate
in the state retirement systems to reduce their personal services costs because of
declining state revenue, reimplementation ofthe f retirement incentive program
encouraging employees to retire voluntarily, will reduce the hardship of layoffs,

However, as it turned out, concerns about layoffs and declining revenues proved, for most
employers, not to be a critical factor.

Stable fiscal conditions and prior RIP may have reduced need for staff cut savings

As summarized in the Report Conclusions section, most savings generated by the 1989 RIP
were due to the incremental difference in the Personnel costs of retiring workers and their
replacements. A comparatively small part of the savings on a statewide basis were due to
the reduction in public employment. We surmise that savings generated by the elimination
of positions were minimal because of two factors:

1. The fiscal situation was better. The fiscal situation faced by the State of Alaska, most
local governments, and school districts proved not to he as adverse as had been
anticipated when the merits of the 1989 RIP were being debated. As a result, there was
not as much pressure or need to eliminate positions in order to meet demanding budget

cutbacks.

2. The impact of the earlier RIP. If local governments and school districts had an
excessive number of positions, their management likely took full advantage of the earlier
1986 RIP to reduce the number of employees. That RIP was implemented at a time
when hoth the fiscal situation and pm]%ects at all levels of government were more
problematic. With the advent of the 1989 RIP, local governments and school districts
Were in a situation where all or most retirees necessarily had to be replaced.

Three employers criticize RIP as causing "brain drain” and being a costly alternative

Three of the participating employers surveyed in the course of our review expressed two
common complaints regarding RIP. One is the concern over the loss of experience,
sometimes referred to as "brain drain." Another emﬂloyer—expressed concern was that RIP
IS sometimes used "as an easy way out," and that other, less costly alternatives to reducing
personnel costs were not heing considered.
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One respondent wrote that his local assembly was

not thrilled with RIP.  This notable lack of enthusiasm was due to the potential loss
g;dgﬂgnctgrm employees — the real loss to the organization of those years of

Another local personnel officer observed that snow removal in his community had been
adversely affected by the loss of exFenenced snowplow operators. Increased property
damage to mailboxes, taking more time to clear streets and improper maintenance of
equipment were all “hidden” costs of losing experienced employees to RIP.

Another local government participant responded that

Any net savings identified in this study is an imaginary figure. There exist other
alternatives to personnel cost reductioni not peing [considered]. My beliefis that the
most favorable outcome of a RIP is that it may be used as a tool to encourage
selected employees to terminate emﬁl_oyme,nt en the government is unable Or
unwilling toachieve this result through intelligent and sound personnel management.
It's an €asy way out.

Auditor discussion -The loss of experience and “prain drain” are concerns that have been
expressed during legislative deliberations and consideration of RIP. In some situations, as
discussed next In this section, the partmpatm? employer often welcomes the increased
f|EXIbI|I'[¥. and new ideas brought in by new employees. But for some areas of service, such
as operating heavy equipment, the loss of experience can be more telling.

The second criticism, we think neglects one of the other stated as?ects and Purposes of RIP.
RIP was deagned in_part to mitigate the social hardship of layoffs. The legislature felt it
was good public policy to have people in the communit rece|vm%.ret|rement payments
rather than having a like number recewmgz unemployment checks. Given these additional
program aims, RIP cannot be judged strictly on a cost-henefit hasis.

In our view, the legislature recognized that under RIP, it would cost money to reduce staff
compared to ach|evmg1 the same goal through lay-offs at little or no additional cost, but with
greater negative social impact. The 1989RIP, as it turned out, was implemented at a time
when across-the-board layoffs and cutbacks proved not to be a widespread necessity. In
these circumstances, the costliness of the program become more evident, and its Social
benefits were obscured.
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RIP provides increased administrative flexibility

Early retirement incentive programs have other benefits beyond costs savings. These
?rograms can be used to achieve important non-financiai goals Such as increased managerial
lexibility in restructuring operating procedures, in .,makm% romotions, and an increased
abw to maintain a balance in the a?e and composition of the workforce (something that
might not occur with seniority-based fay-offs).

The 1989 RIP did produce other benefits beyond the estimated cost savings. One school
district in responding to our survey commented that

RIP allows us more flexibility. We give our teachers tenure, RIP. allowed us
flexibility in our stafﬂn(r). - AlSo now 4 district can establish new directions for
prograns that was nearly impossible to pursue with long-entrenchedfaculty.

Both the Anchor.aﬁe. School District (rASD). and the university reported that RIJP provided
administrators with increased staffing flexibility. Both the university and ASD grant tenure
to their professors and teachers, respectively. One benefit of RIP was that it allowed the two
organizations to replace tenured faculty with entry level instructors and teachers without
tenure. As a result, it was easier to reassign and transfer instructors without having to
conf?der the limitations and restrictions that are involved with the prerogatives of tenured
staff.

Fairbanks school board feels that repeated RIPs disrupts recruitment

In a September 1990 resolution (See inset on next Page), the Fairbanks North Star Borouqh
School Board expressed its concern over the need for, and the impact of, repeated RIPs. In
adQPtmg a resolution opposed to the creation of another RIP program the hoard felt that
while the program assisted schools in responding to fiscal emergencies, that its repeated use
when there was no crisis is disruptive to normal teacher turnover and harmful to
recruitment.

As reflected by the resolution the board felt that teachers deveIOfo expectations that another
RIP will eventually be offered. This expectation encourages employees who might normally
retire to postpone doing so until the next RIP. The number of retirees then accumulate and
when a RIP is offered, all leave the district collectively, causing havoc in teacher recruiting
and a major loss of experienced personnel all at once.

Auditor discussion - The 1989RIP program was designed to maximize "“local control." The
decision whether to participate is made at the local level, as is establishing the criteria for
which employees may retire. To some extent, this local Oﬁtmn flexibility has led to what
some may consider are abuses of RIP. Rather than using the program to lessen the impact
of layoffs and realize savings, some employers used RIP as a means to provide additional
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FNSBSO BOARD OPPOSES IMPLEMENTATION OF RIP
WHENNO FISCAL EMERGENCY EXISTS, CONCERNED
ABOLTTEFFECT OF TEACHER EXPECTATIONS
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compensation and consideration. Under our reading of the 1989 legislation, such use of the
program is permissible. RIP is a "take-it-or-leave-it" program in whmh,emplozers can
structure their participation in the program in any manner they wish within the broad
confines of the program eligibility requirements.

"'Speed-upa scenario is a drawback to RIP’s goal to save employers money

The "speed-up" scenario has been generally recognized as a drawback to RIP. Providing
incentives may ,sh)eed up the retirement of Individuals who would have retired in the near
future with or without an added incentive. Under RIP, the employer must pay the added cost
o{ provut:img thte incentive even though the employee would have eventually retired anyway
at no extra cost.
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Two participants cite impact of the "speed-up™ scenario in criticizing estimated savings

Some employers contacted during the course of the review pointed out that the savmgzs
estimated using our assumptions and approach tended to inflate totals. In their comments
they cited the “'speed-up" scenario as contributing to an overstatement of savings. One
employer commented that under the formula we suggested be used to calculate savings or

costs that

Savings for_ our school district are based.on a "boguslassumption. What is not
considered is when would have these Individuals have normally retired if there had
beennoRIP, Itis Ross|b|e that the individuals would have retired anyway,[without
the school district having to pay any additional RIP employer contribution costs.]

Another district commented that normal retirement would generate far greater savings for
each district. The cost for RIP has to be budgeted for, While the "savings™ are usédfor

other purposes.

Auditor discussion -Under the methodology used in this report, participants who would have
normally retired would generate a certain amount of savings over the costs involved to
Rrowde the three additional years of service. Had they retired without RIP then there would
ave been no additional employer costs involved, and the district would have realized even
more savings, either by eliminating the position or replacing the retiree with a lower paid

replacement.

It is likely that some of the almost 1,800 RIP participants would probably have taken normal
retirement, involving no additional contribution from their employer. We acknowled%e that
this normal retirement factor does overstate our savings estimate, ut there was no practicable
way for us to calculate its effect and adjust our estimates accordingly.
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NOTES TO SCHEDULE 1

Note 1-General Assumptions. Methodology, and Approach to Develop Estimates

Unless otherwise discussed in a specific note, the estimated savin(t;.s or costs presented in
Schedulﬁ 1on page s were calculated using the following assumptions, methadology, and
approach:

1 Savings and costs totals represent projections over a three year period.

2. For most participants, the calculations of estimated savmgs or costs reflect the projected
costs of salaries and benefits for both the PIP retiree and "heir replacement. However,
some employers used salaries only as a hasis for their projections and estimates. In any
event, for any one part|0||oant’s calculation the same hasis was used for both the retiree
and the repldcement employee.

3 In addition to the administrative costs involved with each RIP participant, the estimated
savings/costs also reflect any administrative fees paid by the employer for individuals
who were eligible for the program but did not participate.

Note 2 -State of Alaska

Savings presented for the State of Alaska represent a combination of projected savings. The
total includes hoth:

1 Three year projected savings for individuals who qualified and participated in the initial
RIP program.

2 Net savingg Brojected over a five year period for individuals who participated under the
amended RIP é)rogram. According to OMB records, 78 of the State of Alaska's 739
participants did not generate any savings, and accordingly do not contribute to the total
savings of $6,033100. The table helow summarizes savings estimates and the number
of participants for hoth the 3-year and 5-year periods

Participants Savings
3YEAR PERIOD A7 $ 5131400
5YEAR PERIOD 12 901,700
TOTALS [£Y) $ 6033100
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Note 3 -University of Alaska

We reduced the savings for the University of Alaska by more than $ 4.900,000 from
estimates developed bg the University. The adjustments were made in an effort to make the
totals more comparable with those developed bY the State of Alaska for their RIP
P savings of $9,240,700,

A large portion of these savings total was attributable to extended vacancies in the RIP
Pamupant positions that were eventually filled. Further, the university noted that some of
he "savings" were actually reallocated t0 other staff and programs rather than being used to
offset budget reductions \Assee inset on page 14 for discussion of the university’s budget
reallocation proqessg. e hased our adjustments on salary, vacancy, and “hudgetary
information provided to us by the university.

participants. The university originally calculated R

Note 4 - Anchorage School District (ASD)

In calculating savings estimates for TRS participants, ASD used the average, district-wide
teacher and administrator salaries as a hasis for the replacement employees’ salary and
benefit costs. Since a large segment of the reflacement teachers were actuallg first’year,
newly hired teachers starting at or, near the entry level pay scale, use of the district-wide
average is conservative in that it would tend to understate the estimated savings.

ASD’s estimated savings as listed in thescheduleare based on three year projections. The
district also prtyected savings for a five year period. ASD’s  five-year projectedRIP savings
breakdown as follows:

Retirement System Estimated Savings
TRS Participants $6578000
PERS Participants 528000
Total 5-year savings projections $7106,000

Both the 3-year savings lifted in the schedule on %%%e s and the 5-year savings summarized
above, have been reducf to reflect almost $673000 that the district paid out as retirement
incentives. Depending . a when parUuPants retired, they were eligible for payments of 2.5%
to 5% of their salary <nd from $50 to $100 for each year of service as an incentive to
participate in RIP.
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Note 5 -Kenai Peninsula Borough Schools (KPBS)

Although KPBS had thirteen fewer participants than the Fairbanks North Star Borouqh
Schools, the district had $400,000 more in estimated savings. This difference was lar eY
a result of KPBS not replacing some of their RJP participants, whereas Fairbanks filled all
the teaching vacancies left by the participating employees.

Note 6 -Fairbanks North Star Borough School District fFNSBSD)

In estimatin sa\(ingzs. FNSBSD used the average salary and henefit costs for all newly hired
teachers for the first school year following the RIP period. For PERS participants, FNSBSD
used the actual Salary of me replacement employee as a basis for projecting the savings
generated by he RIP participant.

Note 7 -City of Fairbanks

More than $580,000 of the projected savings were generated from the city not replacing four
individuals who participated inRIP. Thirteen of the twenty-two participants were from either
the city’s police or fire departments. At the time theSe 13 individuals retired, the city
consolidated its police and fire protection functions into a single department of public safety.
Man¥ of these 13 retirees were high ranking officers, whose command and management
functions were combined and restructured as part of the consolidation process.

This consolidation of command responsibilities made it difficult to determine which retiree
was replaced by which ﬁromoted officer. Thus, it was not practicable to match these
promoted individuals with the outgomg RIP retirees. However, the city is certain that
available funding was used to recruit and hire entry level officers into the new public safety
agency. Accor mgly, they based their estimates of projected savings on the difference in
salaries and benefits between the retiring officers and these entry level recruits.

Note 8 -North Slope Borough School District (NSBSD)

In calculating savings estimates for TRS participants, NSBSD used the avera?e, district-wide
teacher salary as a basis for the calculating the replacement employees* safary and benefit
costs. Since a Iarttle se?ment of the replacement teachers were actually first year, newly
hired teachers star mg{ at or near the entry level pay scale, use of the district-wide average
IS conservative in that would tend to understate the estimated savings.

Note 9 -Matanuska-Susitna Borough Schools (MSBS)

In calculating savings estimates for TRS participants, MSBS used the average, district-wide
teacher salary as a hasis for calculating the replacement employees’ salary and benefit costs.
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Since a large segment of the replacement teachers were actually first year, newly hired
teachers starting at or near the entry level pay scale, use of the district-wide average is
conservative in that it would tend to understate the estimated savings.

Note 10 -North Slope Borough (NSB)

For all but one of NSB’s 12 RIP participants, estimated savings are based on three-year
projections. The other individual’s savings are estimated over a five-year period.

Note 11 -Calculated Estimates for Nine School Districts not responding to our survey

We developed the estimate of savas for nine school districts which did not.resPond to our
survey. For these districts we calculated savings for their RIP participants usm? he ayera%e
participant savings for all districts who did %‘(%Jnd to our survey. Savings from districts
calculated u3|n7q5 this approach totalled to $860800 (3% of the total estimated savings
statewide) for /5 RIP participants (4%). Districts for which savings were calculated using
this approach were:

Yy Sateaian

Dfebfct Jah¥p n ¥ - {:aSrLcriai L e

X. < Imrm  mukwum, I 1 <*ac*>
Lower Kiakoknhn School* 18 $2763%2 7 $47386 $324,000
Bering Strait Schools 4 61,436 3 88374 149,800
Southwest Region Schools 6 92J54 3 20394 112300
Detta/Gredy School* 1 107313 0 - 107500
Kuspuk Schools 2 30,718 5 33390 64,700
Unslash* City School Dinrid 2 30,718 1 6,798 37300
loHarod Area Schools 0 . 5 33390 34,000
Nenana City Schools 1 15359 0 of- 15,400
Skagway Cily School 1 15359 0 o- 15400

Note 12 -Matanuska-Susitna Borough

For all but two of the horough’s nine RIP participants, estimated savings are hased on three-
year projections. The other two individuals’ savings are estimated over a five-year period.
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Note 13 - Kenai Peninsula Borough

Almost $200000 of the borough's $224900 in estimated savings is attributable the
elimination of one management position.

Note 14 -Citv of Hoonah

More than $30000 of the city’s $118000 in estimated savings is attributable to the
elimination of one position.

Note 15-Citv of Kodiak

Estimated savings are based on a combination of three-year and five-year projections. Two
of the RIP participants’ savings are based on five-year projections.

Note 16 -Fairbanks North Star Borough

One of the individuals" estimated savings are based on a three-year projection while the other
IS based on a five-year projection.

Note 17 -Bristol Bay School District (BBSD)

The estimated projected savin([;s for BBSD of $14,600 reflect an additional cost of $10144
retirement bonus paid to the RIP participant. The bonus represented 21% of the participant's

annual salary.

Note 18 -Citv of Ketchikan

As related on pa?e 7 of the report, if the City of Ketchikan can collect from its one RIP
participant, it will realize a projected estimated savings of $20,200. However, as of the date

of uiis report, the city has not collected the employer costs that it conditionally paid on
behalf of the city’s participant.
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The Finance Committee considered ~ CS FOR HOUSE BILL NO. 354(FIN)(title am)
Relating to a retirement incentive program for certain employees of the school districts; efd.

Senate Bill:
[ ] same title
) [ ] new title

and recommends:

[ 1 be replaced with CS
House Bill:
[ 1 adopt previous Cs J [ ] same title
[ ] technical change
[ 1 attached amendment(s) [ ]new: SCR"_
[ 1 adopt Letter of Intent by Committee
[ 1 further referral to the Committee
SIGN/II;IG DO PASS DP OTHER RECOMMENDATIONS NR  DNP AM
y did
(
/0 r~\ (I
Co-Chair: Il A Co-Chair: My /1
Co-cuaihrl/ Co-Chair;
NEW FISCAL NOTE(S PREVIOUS FISCAL NOTE(S):*
Department Date  Zero  Fiscal Department Date  Zero  Fiscal

[ ] APPROPRIATION - no fiscal note



FISCAL NOTE No. |

STATE OF ALASKA Bill Version: hb 354
1996 LEGISLATIVE SESSION (H) Publish Date: 2/16/96
Revision Date: Depanment Affected: Administration
Title: An Act to retirement incentive programs for certain 3RU: Retirement & Benefits
employees of school districts under :he teachers' retirement. Component: Retirement & Benefits
Sponsor: Representative M ackie
Requestor COMPONENT SERIAL NO. .54
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FYO0O FY 01 FY 02
PERSONAL SERVICES 229.8 229.8 52.8 52.8 52.8 52.8
TRAVEL 3.0 3.0 0.0- 0.0 0.0 0.0
CONTRACTUAL 12.9 11.4 2.8 2.8 2.8 2.8
SUPPLIES 6.0 1.5 3 3 3 3
EQUIPMENT 64.4 0.0 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 316.1 245.7 55.9 55.9 55.9 55.9
CAPITAL EXPENDITURES | 0.0 0.0 0.0 | 0.0 | 0.0 +0.0
CHANGE IN REVENUES ( ) 00 0.0 0.0 0.0 0.0 0.0
FUND SOURCE: (Thousands of Dollars)

1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1037 GF/Mental Health 0.0 0.0 0.0 0.0 0.0 0.0
OTHER 316.1 245.7 55.9 55.9 55.9 55.9
TOTAL 316.1 245.7 55.9 . 552 55.9
Estimate of any current year (FY 96) cost $ zero
POSfTIONS:
FULL-TIME 1
PART-TIME 0
TEMPORARY 5, 5 0
ANALYSIS: (Attach a separate page if necessary.)
The actuarial costs to participating employers due to this program are to be paid up front and no additional costs to the
systems are anticipated. An administrative charge for participating employers will cover the increased costs of
administering the retirement incentive program.

Prepared by Phone:

Division: Retirement & Benefits Date:

Approved by Commissioner Mark 8yer

Agency: Department of Administration™ Date:

b
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For furtter distribution infornmation, cll the Governor's Legislate Office
Page 1 Of

Rev 01/95
COMMITTEE COPY
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FISCAL NOTE

STATE OF ALASKA BILL tNO. HB354]

1996 LEGISLATIVE SESSION

ANALYSIS: (continued)

This bill creates a retirement incentive program for the Public Employees' (PERS) and Teachers’ (TRS) Retirement System
employees of school districts. Active school district employees could retire on an accelerated basis with an increased benefit under
tho following conditions: at age 47, ifvested; with 17 years of service as a teacher or with 27 years of credited service in the PERS.
Before qualifying for an accelerated benefit, however, the member must pay a lump sum indebtedness payment or take an actuarial
reduction from their lifetime benefit for the indebtedness amount.

We estimate that one permanent full-time employee will be needed to manage the operations of the program and increased service
demands into the future. Five long-term non-permanent employees will also be needed over the next two fiscal years. Personnel
will handle increased counseling, address and beneficiary changes, account maintenance, and other services. Subsequent
increases in the number of retirees will necessitate increased permanent employees to handle the increased demand for

information and services.

We estimate that we will need to increase our normal number of counseling trips by two trips over the next two fiscal years to assure
that members understand the options and requirements of the program.

The total estimated administrative cost to the division by fiscal year is as follows:

FY 1997 FY 1998 FY 1999
PERSONAL SERVICES
FY 19S7
1 Retirement 4 Benefits Specialist | S 52.8
3 Retirement 4 Benefits Tech I/ll (NP) 113.4
1 Accounting Clerk lll (NP) 34.1
1 Admin Clerk I (NP) 29.5
TOTAL FY 1997 CO ST S ittt sttt et $229.8
FY 1998
1 Retirement 4 Benefits Specialist | $ 52.8
3 Retirement 4 Benefits Tech I/l (NP) 113.4
1 Accounting Clerk lll (NP) 34.1
1 Admin Clerk | (NP) 29.5
TOTAL FY 1998 C O ST Sttt ittt s et ses e es s s st e s e s e b eseb e s e s e b esebe s e s enabaseneranas $229.8
FY 1999
1 Retirement 4 Benefits Specialist | $ 52.8
$52.8

TOTAL FY 19S9 COSTS ..o

Page _2_or 4_



FISCAL NOTE

STATE OF ALASKA
1996 LEGISLATIVE sessionN

TRAVEL
Traveling to various locations throughout the state

to counsel prospective retirees and give seminars.

CONTRACTUAL
Communication (Telephone, Postage)
Mainframe Computer Time
Software Maintenance
Training/Risk Management
Total Contractual

SUPPLIES
Office Supplies, Calculators, software

EQUIPMENT
Computer Workstations
Re Cabinets (1)
Office Chairs (5)
Microfiche Viewers (5)
Office Workstations
Computer/Network Printers
Computer Network Upgrades
Telephone Unit (5)
Total Equipment

TOTAL OPERATIONS COST

FY 1997

3.0

6.6
4.4
1.5

12.9

6.0

20.0

2.5
15
5.0
12.0
20.0
3.0

S316.1

BILL No. HB 354

FY 1998

3.0
6.6
4.4
J.

114

15

$245.7

FY 1999

0.0

555.9

The retirement technicians, retirement specialists, and accounting derks need constant access to the PERS and TRS
computer files. We do not have any excess terminals, microfiche viewers, or calculators. Our equipment request will
satisfy our equipment needs for the duration ofthis program. We propose the purchase of personal computers to be used
as terminals because they will be compatible with the division's local area network.

We are also proposing the purchase of two additional computer printers. The previous RIPs put a great demand on our
existing printers and we were always in a state of backlog. Our current day-to-day printer needs maximize the capacity of
our existing printers. After comparing the cost of leasing printers for two years, coupled with our existing needs, purchasing

new printers would.be more cost effective.

All administrative costs of the program will be paid in advance by participating employers as required by the bill.

Funding Source Breakdown forFY 1997:

1029  PERS $126.4
1034  TRS 189.7
5316.1

°30e 3 sf 4



srAJE OF ALASKA
OFFICE OF THE GOVERNOR (

BILL ANALYSIS

Chpartrent (MIN . JLNMER | FO8R
ngn_ Retirement & Benefits HB 354 Mackie

"An Act relatina. to a retirement incentive program for certain emoloyees of school Adistricts under the teachers' retirement
LT o /

vIlo
Breffredllgy y) yyy I yy [DAE WSO8 IR DAE
obert F. Stalnaker" r i 1 . 1L

SUMMARY
OHRAENIESATECTDBYBLL CONSTTTUNTGROLAS AFECTDBY SU

None School District Employees

CRANZAIONL I FRCRTRERBILL CRGANZATIONA CRRCBTIONTOBIL

NEA Unknown
W NE A ASANDRATAHD
(EYATVENE

There are a variety of RIP bills in the legislature. Lastyear a retirement incentive program (RIP) for school districts only was
included in HB 217. HB 217 also dealt with teacher tenure, layoff and rehire rights. The bill was vetoed by the Governor.

AWYISO-BLLFRORAVEFFECTS

This bill creates a retirement incentive program for the Public Employees' (PERS) and Teachers' (TRS) Retirement System
employees of school districts. Active school district employees could retire on an accelerated basis with an increased benefits
under the following conditions: as early as age 47, ifvested; with 17 years of service as a teacher or with 27 years of credited
service inthe PERS. Before qualifying for an accelerated benefit however, the member must pay a lump sum indebtedness
payment or take an actuarial reduction from their lifetime benefit forth9 indebtedness amount

We question 'whether this school district RIP should be supported as a stand alone or whether we should support combining all
public employees as has been our position in the past

ABMNSHHED

PLEASE ATTACHASEPARATE SHET FOR ADCHIONAL COMMENTS CRANALYSS

Page 4 of 4



SENATE FINANCE COMMITTEE

HB 354 RIP FOR SCHOOL DISTRICT EMPLOYEES

NAME: [2>Q #>

Co./Dept/Title:

Address: #

Do you wish to

NAME:

Co./Dept/Titie

A ddress: | L-

Do you wish to

NAME
Co./Dept/Title
Address:

Do you wish to

NAME:

Co./Dept/Title:

Address:

Do you wish to

SFC-96

Prease

m /) / CIVI/P

testify ?

/4

testify ?

testify ?

testify?

Sign-1In Below
— Phone:
CLA ZipP =
Yes No vRespond to
Yes Respond to

Yes

Yes

rW|tt|

(L on
Zip:
No Respond to
Phone:
Zip:
No Respond to

v v~

Questions

Questions

Questions

Questions

5/04/96
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A laska State Legislature

Rikuicw, VIo* Ckair . St.UC.pUol

SUL* Affair*, Viok CLair \k& ' | Room409

HrpM Special Committ*c on Oil & Goa, Vio# CLair ( ) Junaau, Alaal a 99801*1182
Houm Special CommittM on Haleri** (907) 465-3878

Representative Scott Ogan
House District 27

Sponsor Statement HB 357

A mendments to Title 16

HB 357 simplifies the enforcement of residency requirements for
hunting, trapping, and noncom mercial fisking licenses. TKkis legislation
will reduce tke num ker of nonresidents wko use loopkoles in current state
residency laws to kunt, trap, and fisk Alaska’s resources. A fter meeting
and working diligently witk tke department of law, department of fisk &
game, department of public safety, and legislative legal tkis till was

drafted to accom modate all tke participants concerns addressed during

tkose discussions.

Tke definition of residency was separated into subsections for clarification
purposes. In tkese subsections, you will note tke different ckanges tkat

were matde to better define tke rules of residency for Title 16 purposes.

Also, passage of HB 357 could increase revenue annually by thousands of

dollars in relationship to current statistics of nonresidents in terms of

licenses, game tags, and hunting fees for guides.



Alaska State Legislature

Rroutom, Vio* Chair State Capitol

Stats Affair*, Vic* Chair Room409

Houm Special Committee on Oil &GOB, Vio# Chair Juneau, AUU 99801.1182
(907) 465-3878

Houm Special Committee on FHahane*

Representative Scott Ogan
House District 27

Sectional Analysis HB 357

A mendments to Title 16

Section 1. This change has been proposed to clarify the intent of the law to allow
a Luman being, not a proprietor that may be a part of a partnership, association,
joint stock company, trust, or corporation registered in the state of Alaska, to

qualify for resident status in obtaining a bunting, trapping, or fishing license.

Section 2- 7liis new section establishes tbe basic rules for establishing residency
under the bill (Sec. 16.05.415 (a) (1) - (3)). Also, this section addresses that once
a person establishes residency, the person maintains residency until tbhe person

demonstrates that their intent is no longer to consider the state of Alaska as their

borne state.

Section 3. This section has been amended to accomplish several purposes.

Overall, it has been separated into subsections for clarification purposes. Also, the

rules for declaring residency have been clarified.

In the Sec. 16.05.940(26)(A), tke phrase a permanent place ofabode nas been
deleted and tbe replaced with the phrase d person’s domicile. Tbe two main reasons
for this change that are being proposed to accomplish two items. Thbe first being,
tbe requirement to maintain a permanent place ofabode is unduly restrictive and
unnecessary to prevent nonresidents from obtaining resident privileges in tbe state,
if a person is forced to move from one location to another around the state due to
their work commitment they may not satisfy the residency requirement because they
have not maintained a permanent pIace ofabode. The second reason for this change
is because the term aD00E is not defined in statute. Tke lack of strict legal

definition creates enforcement problems. Blacks Law Dictionary states: As



)
“domicile” and “residence” are usually in tke same place, they are frequently used as

if they had the same meaning, but tbey are not identical terms, for a person may
have two places of residence, as in tbe city and country, but only one domicile.
Residence means living in a particular locality, but domicile means living in that
locality with intent to make it a fixed permanent home../' We believe that replacing
tbe current phrase a permanent pIace ofabode to domicile win make it more clear that

the legislature intended only those who are domiciled in the state are entitled to

residency licensing privileges.

In the Sec. 16.05.940 (26)(B), the present requirement that a person maintain a
voting residence in tbe state is also problematic. Though an Alaska voting address
is easy to establish and provides an easy enforcement tool, itis not clear that the
state can compel a person to register to vote as a condition of obtaining a resident
bunting license. Also this requirementis not appropriate for persons under tbe
voting age. Persons over 16 years of age are required to obtain bunting, trapping,
and sport fishing licenses but they do not have a voting address until tbey are old
enough to vote. One other area that this amendment clarifies is that a natural
person may not qualify as a resident by virtue of an interest in a partnership,

association, joint stock company, trust, or corporation.

In Sec. 16.05.94'0(26)(C) and in Sec. 16.05.940(26)(D) tbe branch of United
States Coast Guard has been added because tke federal definition of military does
not include tbhe United States Coast Guard. By adding tbe United States Coast
Guard clarifies the intent of the law to have provisions for tkis branch that are
consistent with military personnel and their dependents. Also, tbe amendment
provides consistency between the language in both paragraphs in reference to the
requirement of a resident member of tbe military service or tbe United States Coast

Guard and their dependents have lived in tbe state for tbhe preceding 12 consecutive

months.

In Sec. 16.05.940(26)(E) the amendments provided are to make the language
consistent with tbe proposed subsections 16.05.940(26)(C) and 16.05.940(26)(D).



No. 1
am version: cshb 357(res)

FISCAL NOTE (H) Publish Date: z/u/9A6-

STATE OF .ALASKA
19% LEGISLATIVE SESSION

Reviaion Oata: Oeot. Affected: Fiah and Game

Title: Reaidancv racuiramenta: fiah and game 3RU: A dm ini‘'itranon
Component: Administration

license

Soonaor: Rep. Ogan

Raquaaief: Hotiaa Raaourcea COMPONENT SERIAL NO . £79
Exoandituras/Ravanuas (Thousands of Dollars)

OPERATING EXPENDITURES FY 97 FY 98 FY 99 ( FY 00 t FY 01 FY 02
PERSONAL SERVICES 0.0 0.0 0.0 | 0.0 0.0 0.0
*RAVEL 0.0 0.0 No i 0.0 0.0 0.0
CONTRACTUAL 0.0 0.0 . » 0.0 0.0 0.0
SUPPLIES 0.0 0.0 J1 0.0 0.0 0.0
EQUIPMENT 0.0 0.0 0.0 1 0.0 0.0 0.0
LAND A STRUCTURES 0.0 0.0 0.0 1 0.0 0.0 0.0
GRANTS. CLAIMS 0.0 0.0 0.0 1 0.0 0.0 0.0
MISCELLANEOUS 0.0 0.0 0.0 1 0.0 0.0 0.0

1TOTAL OPERATING 0.0 0.0 0.0 | 0.0 0.0 0.0
| CAPITAL EXPENDITURES o| 0| 0] ol 0j 0
(CHANGE IN REVENUE3 1 ) 1 0| ol o] 0| 0| 0
FUND SOURCE (Thouaerds of Oollarsl

1002 Faderil Receipts 1 1

1003 GF Match 1

100* GF 1

1005 GF/Program Receipts 1

1037 GF/Mental Health 1

Other 1

TOTAL | 1

Estimate of any current year IFY96) aort: 1 0

POSITIONS

FULL-TIME 0 OI OI 0! 0
PART-TIME 0 0 a 0] 0 0
TEMPORARY 0 0 (o] 0 0
ANALY3IS: (Attach a separata page if neceeaary)

Prepared by: Geron Sruca Fhona: 465-6143

Oiviaion: Commieeiorter's Office Data: 2/14/96

Approved by Commiaaionar Frank Rua ( 3 . " - (5<A(BA JP/H Data: 2/14796

Agency: Rah and Geme
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES To GOVERNOR'S LEGISLATIVE OPFKE
For Turtfivdstriation nioniflcn. cnu e Govarmar SlagiexaoCifko

(Rev 11/391 9gfiene.aia/OBR P 1 & 1









STATE OF ALASKA
1996 LEGISLATIVE SESSION

Revision Date: January 11. 1996

Dog Mushers' Contests/Games of Chance

Title:
Sponsor: Representative Ivan
Requestor: Represeﬂtatlve |Van

Expenditures/Revenues:

OPERATING EXPENDITURES FY 97 FY 98
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( )

FUND SOURCE

1002 Federal Receipts
1033 GF M atch

1CO01GF

1005 GF/Program Receipts
1037 GF/Mental Health
Other

0.0

TOTAL
Estimate of any currentyear (FY96) cost $

POSITIONS:
FULL-TIME
PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

FISCAL NOTE

NO._2

Jill Version: CSHB
(H) Publish Date:

Dept. Affected: Revenue

_8RU: Revenue Operations

Component: Charitable Goming Division

COMPONENT SERIAL NO.

(Thousands of Dollars)

FY 99 FYoO

0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0

FYO1

0.0

0.0

358(cra)
219/96

FY 02

The Charitable Gaming Division issued an average of 55 Dog Mushers' Permits for the years 1990 through 1995.
This bill will have a negligible impact on the Division due to the low number of permits issued annually.

Prepared by: Dennis R. Poshard. Director. Phone:
Division: Date:
Approved by Commissioner: Date:
Agency: Department of Revenue

COMMI G Q& Mde AL DISTRBUTION COPIES TO GOVERNORS LEAS ATIVE OFHCE

For further distribution inlormation call the Governor's Legislative Office

465-2279

Pcge

1/11/96
1/11/96

of

0.0

0.0



FISCAL NOTE No. i
Bill Worcinn- CSHB 358 (CRA)

(H) Publish Date:2/9-/9_6-—--

STATE OF ALASKA ~
1996 LEGISLATIVE session

Revision Date: 1/9/96 Dept. Affected: Community & Regional Affairs
Title:  An Act relating to dog mushers' contests BRU:
Component:

Sponsor: Rep. Ivan

Requestor:  Rep. Ivan _COMPONH\” SERIAL NO. _
EXPEND'TURES/ REVENUES (Thousands Of I))"arS) (inflation not included)

CIPFRATINF? FY 07 fy gft fy qq fy nn fy m fy no
DFRFGNAI SFRVirFF

TRGW

m.MTRAFf'TI 1Al

SUPPLIES.

FALIIPMENT

IANn & STRI11P.TI IRFRR
KRAUTF PI AIMS

MIRGFi ! ANFG11S
TOTAI nPFRATUUfi nn nn nn . .nQ nn N 1

rAPITAI FYPFENnm IRF5? nn nn . , nn . nn . JLQ nn

CHANGE IN REVENUES ( )
Ravanua Coda

FUNDING. (Thousands of Dollars)

100? Federal Receiofs

1000 GF Match

1004 GF

1005 GF/Pragram Receipts

1005 GF/MHTLAI1

Other

TOTAL R . o0 . _ 0.0

ti of current year (FY 95) impact: $ none
POSTTIONS

FULL-TIME 0
PART-TIME
TEMPORARY

0-0.. .nm " . 0.0 00

Prepared By: Remond Henderson, Director C/\AWSWQ' 465-4808
Division: Administrative Services Date: 1/9/96

Approved by Commissioner Date: 1/9/96

Agency: Mike Irwin. Dept, of Community & Reg. Affairs
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office
Rwti«4 Page 1 of
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AxaSare legdaure

ALASKA STATE CAPITOL
JUNEAU. ALASKA 99301-1182

REPRESENTATIVE (907) 465-4925

) PO, BOX 793
JERRY MACKIE CRAIG. ALASKA 99921
(907)926-3008 OFFICE

(907)) 826-2930 HOME
laousc of KeprcsEntarioEB

SPONSOR STATEMENT

HB 361 - "An Act relating to municipal capital project matching grants
for a municipality organized under federal law as an Indian reserve; and

providing for an effective date.”

| introduced this legislation at the request of the Metlakatla Indian
Community when their FY 96 Municipal Assistance Matching Grant
Pro?ram appropriation was eliminated from last year's budget.
Metlakatla qualified for this program under the Department of
Administration regulations definition for "municipality”. However,
legal analysis found that the statute definition was not written
specific enough to include the Metlakatla Indian Community in this
program. Since the statute definition supersedes the regulatory
definition the appropriation was eliminated.

HB 361 AMENDS AS 37.06 (Capital Project Matching Grants
Programs) by adding a new section that includes a municipality
organized under federal law as an Indian reserve. This bill has been
drafted to specifically include the Metlakatla Indian Community
within the Municipal Assistance Matching Grant Program. This
legislation also provides that Metlakatla may nfil receive a grant
Bnder the Unincorporated Community Capital Project Matching Grant
rogram.

The community of Metlakatla is definitely more reflective of a
municipal government and fits more appropriately into the Municipal
Capital Matching Grant Program. The community has a mayor, city
council, school hoard, constitution, law and order codes, police

department, court system, etc..

There are two zero fiscal notes accompanying this legislation from
the Department of Community and Regional Affairs and the
Department of Administration.

HOUSE DISTRICT05 « ANGOON ¢ CAPE POLE « CAPE YAKATAGA » COFFMAN COVE « CRAIG » DOLOMI PAY « EDNA BAY « ELHN COVE » EXCURSION INLET
FUNTER BAY « CUSTAVUS « HAINES « HOBART BAY ¢ HOLLIS « HOONAH ¢ HYDABURG ¢ KAKE « KASAAN ¢ KLAWOCK ¢ KLUKWAN « LABOUCHERE BAY ¢ LONG ISLAND
METLAKATLA « NAUKATI « PELICAN ¢ POINT BAKER « POLKINLET « PORT ALEXANDER * PORT ALICE « PORT PROTECTION * SKAGWAY
TENAKEE SPRINGS » THORNE BAY « VIEW COVE « WATERFALL « WHALE PASS+ YAKUTAT



(U) {OUSE COMMITTEE REPOT"

Dale Referred to Committee: February 9, 1996 FURTHER REFERRALS:

Date of Committee Action: \A iQlLp

The FINANCE Committee considered: HB 361
HOUSE BILL NO. 361 CAP PROJ MATCHING GRANT FOR INDIAN RESERV

“An Act relating to municipal capital project matching grants for a municipality organized under federal law as an
Indian reserve; and providing for an effective date.”

recommends it be replaced [ ] the same title
with the following committee substitute [ ]1a new title
[ ] additional referral to Committee

f | attached amendment(s)

ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(s): (B163] APPROVES PREVIOUS: (Dep/Dile)
| ] fiscal note(s) [ ] fiscal note(s)
i\ h _13“
[ 1zero fiscal note(s) 2 h/) zero fiscal note(s) ft £ J \/n|d(

SIGNING V/ITH RECOMMENDATIONS

CO-
CHAIR'S SIGNATURE



STATE OF ALASKA

1596 LEGISLATIVE SESSION r~oomML NOTE No._3_

3i« V=r=:cn: aB 361
(H) r'jclisn Oa:e:__2 9 96

Revision Oate: January 9. 1996 Oeot. Affected: Community A Regional Affairs
Title: An A c relating :0 munieoal caciiai oroiec 3RU: none

mnatcning grants for a municcality organise Ccmoonent none

Sconsor Rep. Macxie

Reauestor Reo. Macxie COMPONENT SERIAL NO.

ExDenditures/Revenues; housands of Dollars
OPERATING T | R Mooy v v |
PERSONAL SERVICES | |- [
TRAVEL
CONTRACTUAL ]
SUPPLIES | |
EéquIPMENT ,

D 4 STRUCTURES
s I
TOTAL OPERATING 0.0] 00 00 0.0 00 00
CAPITAL 0.0) 00 0.0f 0] 0.0l 0.0
REVENUE FUND SOURCE: I I

FUNDING: (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receiots
1006 GF/MHT1A

Other

TOTAL 0.G| 0.0 0.0 0.0 0.0 0.0

POSITIONS:

FULL-TIME 0 0 0
PART-TIME

TEMPORARY

Estimate of currant (FY94) Impact S none

ANALYSIS: (Attach a separata page If neceeeary)
This legislation dearly estatiishes the community of Metiakatia aa a murtidpaiity for the purposes of
the Municipal Capital Project Match Program. AS 37.06.010-080, removing an ambiguity under
which the community haain the paat received capltai match program flunda for both unincorporated
and munidpai elements of the program. Thta legislation would have no direct fiscal impact on the
department. Funds currantiy maintained by DCRA for Metiakatia under the unincorporated capital
match program would be transfered to the Munidpel Capital Match Program Mstiakatia account

adminiatarad by the Department of Administration.

Prepared by: Remond Hendareon. Director (X lcrm#-r Phone: 465-4708
Division: DrvraJon of Administrative Servicsa Date: 1108/98
Oeta: 1AWB6

Approved by Commissioner

Agency: Community & Regional Affair*
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“CC2 Federal Receipts 0
'CC3 GF Match

*OCA GF

'005 GF/Program Recaicts

'027 GF/Mental Health

OTHER
*OTAL 00 1 0.0

Estimate of any current year (FY 96) coat 500
FULL-TIME

P PR R R e

e

ANALYSIS: (Attach a separate page if neceaaary.)
The administrative impact on DOA mwadbe very smll.
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JERRY M ACKIE

REPRESENTATIVE 2;%5; % éé
AA
e
3 HO

lhom Of Reprcsentatiocs

HB 361 - "An Act relating to municipal capital project matching
grants for a mun|_0|pallt¥ organized under federal "law as an Indian
reserve; and providing for an effective date."

‘SECTIONAL ANALYSIS

|*Section|

amends A$ 37. 6(CapitaI_F_’roi_ect Matching Grants Program) by adding a
Pe&/y section that includes a municipality organized under federal law as an
ndian reserve.

. lines 9-10, eliminates Metlakatla from the Unincorporated Capital
Project Matching Grants Program under AS 37.06.020.

. requires the community to form a community development corporation
with authority to determine how the grant money will be used, and that the
?overnmg board of the corporation Shall be elected at an annual election open
0 all registered and qualified voting residents of the municipality.

. .the Department of Administration may distribute maney for the
municipality only after the corporation has delivered a waiver of sovereign
immunity from [egal action bal the state to recover all or a portion of the money
distributed under AS 37.06.010.

"Section 2.

. provides transition language to provide that the balance of funds in the
Unincorporated Capital Matching Grant Program be transferred to the
Department of Administration.

Section 3.
provides that HB 361 beccmer effective July 1, 1996.

HOUSE DISTRICT 05 « ANGOON « CAPE rO.E » CAPE YAKATAOA «COFFMAN COVE « CRAIG « DOLOMI BAY « EDNA BAY « ELAN COVE ¢« EXCURSION INLET
FI'NTER BAY ¢« GUSTAVUS « HAINES « HOBART BAY ¢ HOLLIS « HOONAH ¢ HYDABURG ¢ KAKE ¢« KASAAN ¢ KLAWOCK * KLUKWAN ¢ LABOUCHERE BAY « LONG ISLAND
METLAKATLA « NAUKATI « PELICAN ¢ POINT BAKER « POLKINLET ¢ PORT ALEXANDER « PORT ALICE * PORT PROTECTION » SKAGWAY
TENAKEE SPRINGS ¢« THORNE BAY « VIEWCOVE « WATERFALL « WHALE PASS « YAKUTAT



§ 29.60.310 Municipal Government § 29.60.360

Sec. 29.60.310. T|me of payment. The department shall malce
payments under AS 29.60.010 — 29.60.300 no later chan July 31.
based upon the entitlement calculations made during the preceding
fiscal year. (8 6 ch. 10 SLA .1987)

Article 4. Municipal Assistance.

tl .. } ection .
. ummPﬁI assmgance fund (0. Increased assistance
. Base. a ?unt of assistance 5. Definition

el#gllC‘g\iliv Ities organized under fed-

sec. 29.60.350. Municipal assistance fund, @) There is estab-
lished in the department the municipal assistance fund. The legisla-
ture may appropriate to the municipal assistance fund during each
fiscal year an amount equal to or greater chan 30 percent of the in-
come tax revenue received by che state under AS 43.20.011(e) for the
previous fiscal year.

fb) The department shall distribute money from the municipal as-
sistance fund to each municipality on an annual basis as provided in
AS 29.60.360 and 29.60.370. A municipality may not receive payment
until it submits to the department a resolution approved by the gov-
erning body of the municipality that requests the money. Distribution
of money from the municipal assistance fund to all municipalities
must be made on February 1 of che state fiscal year for which che
appropriation to the fund is made. A municipality that incorporates
after December 31 of a state fiscal year is not eligible for a distribu-
tion under this section until the following state fiscal year. (8 16 ch 74
SLA 1985; am 8 7 ch 10 SLA 1987)

Sec. 29.60.360. Base amount of assistance, {a) The base amount
to he distributed from the municipal assistance fund to each munici-
pality for the fiscal year shall be the amount received by the munici-
pality during fiscal” year 1978 under AS 43.70.080 as that section
Browded hefore the 1978 amendment, A city incorporated within a

orough after June 30, 1977, shall receive as a base amount a share of
the amount distributed to the borough in which it is located based on
the ratio of population in the city to the total poE)uIatlon In the bor-
ough. A city incorporated outside a borough after June 30, 1977, shall
receive as a base amount the amount recéived by the city in the state
most closely approximating It In population at the time of its incorpo-
ration. A borough incorporated after June 30, 1977, shall receive as a
base amount the amount received by the borough in the state most
clearly approximating It in population at the timé of its incorporation.
The base amount to be distributed to each municipality organized
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§ 29.60.130 Municipal Gov: ient § 29.60.140

NOTES TO DECISIONS

For case interpreting the former of Anchora ovidence
A, e e o P

Sec. 29.60.130. State aid to volunteer fire departments not in
organized municipality, (a) The department shall pay to a volun-
teer tire department registered with the state fire marshal and serv-
ing an area not in an organized municipality a sum for protection
purposes equal to $10 per capica for the population served by the fire
department, as determined by the state tire marshal.

b) A grant shall be made under (a) of this section to facilitate the
organization of a volunteer fire department in an area not in an orga-
nized municipality, upon application of the proposed fire protection
group to che state fire marshal and upon approval of applications
according to standards of organization and service prescribed by regu-
lations adopted by the state fire marshal. (8 16 ch 74 SLA. 1985)

Sec. 29.60.140. State aid to unincorporated communities.

lai The department shall pay to each unincorporated community an
entitlement each fiscal year to be used for a public purpose. The de-
partment with advice from the Department of Law shall determine
whether there is in each unincorporated community an incorporated
nonprofit entity or a Native village council that will agree to receive
ana spend the entitlement. If there is more than one qualified entity
in an unincorporated community, the department shall pay the money
under the entitlement to the entity that the department finds most
qualified to receive and spend the money. The department may not
pay money under an entitlement to a Native village council unless the
council waives immunity from suit for claims arising out of activities
of :he council related to the entitlement. A waiver of immunity from
suit under this subsection must be on a form provided by the Depart-
ment of Law. If there is no qualified incorporated nonprofit entity or
Native village council in an unincorporated community that is willing
to receive money under an entitlement, the entitlement for that unin-
corporated community may not be paid. Neither this subsection nor
any action taken under it enlarges or diminishes the governmental
authority or jurisdiction of a Native village council. If at least
$41,472,000 is appropriated for all entitlements under AS 29.60.010
— 29.60.310 for a fiscal year, the entitlement for each unincorporated
community under this subsection for that year equals $40,000. Other-
wise, the entitlement equals $25,000.

(b) In this section "unincorporated community"” means a place in
the unorganized borough that is not incorporated as a city and in
which 25 or more persons reside as a social unit. (8 16 ch 74 SLA

1985; am & 2 ch 122 SLA 1990)
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COUNCIL ANNETTE ISLANDS RESERVE

Metlakatla Indian Community

o » - **
jack I. Boom Sk.. Mayor ' *v Poste.Office Box a
JUDI TH A. LAUTH.- SSCRLTARY . ." "' ESTABLISHED 1867 MF.TLAKArLA. Alaska 3%
BarbaraJ. FawcEct. T reasurer 1 ;» -P hone<9W)866-4441
January 15, 1996 - . ' e Fax (907) 85356
- e 2V \ ~ L .FAX (907).S5RWV

Representative Jerry Mackie ' Y;. ' ;

House of Representatives
State Capitol
Juneau, Alaska 99801-11S2

Re: HB361- 'An Act relating to municipal capital project matching grants for a municipality organized under
federal law as an Indian reserve; and providing for an effective date.’

Dear Representative Mackie:

We appreciate the work you have put into this issue during the interim and YOUI sponsoring HB 361 this
legislative session.

We received Capital Project Matching Grants funding in FY94 in the amount 0f560,619.00 which went to the
fire hall project. In FY95 we received $58,909.00 which is being allocated to the police department project.

For FY96, we were allocated $59,421, however, it was then determined chat although the matching gram
regulations explicitly allow Metlakatla to receive funding, the statute that defines municipalities does not include

Metlakatla. We did not receive this appropriation due to this legal technicality.

We never questioned receiving for the Municipal Capital Matching Grant Program and the Unincorporated
Capital Matching Grant Program since we weren’t familiar with allocations to other communities and this had

never been brought to cur attention by the administration or the legislature previously.

We appreciate your active support for passage of this legislation which removes us from the Unincorporated
Capital Matching Grant Program completely and specifically includes Metlakatla in the statute provisions for the

Municipal Capital Matching Grant Program.
Sincerely,

METLAKATLA INDIAN COMMUNITY

L. Booth, Sr.. Mayor

cc: Metlakatla Indian Community Council Members
Rep. Ivan Ivan CO-chair, House C & RA
Rep. Alan Austerman, CQ-Cbair House C & RA Committee
C & RA Committee Members: Rep. Pete Kott, Al Vezey, Rep.
Bettye Davis, Rep. Kim Elton, Rep. Irene Nicholai, Rep. Mackie

JAN-17-1996 11:35
93* p.o1



) .OUSE COMMITTEE REPC .T
Date Referred to Committee: January 19, 1996 FURTHER REFERRALS: Finance

Date of Committee Action:

The STATE AFFAIRS Committee considered: HB 361

HOUSE BILL NO. 361 CAP PROJ MATCHING GRANT FOR INDIAN RFSERV

“An Act relating to municipal capital project matching grants for a municipality organized under federal law as an
Indian reserve; and providing for an effective date.”

recommends it be replaced . [ ] the same title
with the following committee substitute [ ]anew title
[ ] additional referral to Committee

f | attached amendment(s)

ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTEC(s): [(Bye2) APPROVES PREVIOUS:
] fiscal note(s) [ ] fiscal note(s)
[ J zero fiscal note(s) [I I zero fiscal note(s) A'/zUiK?m

C .

1-3--



LEGISLATIVE REFERENCE LIBRARY

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

&))72 465-3808 _
\ g907) 465-2029 130 Seward Street, Suite 400
Mail Stop 3101 Juneau, Alaska 99801-2105

Copies of minutes listed below were originally included in this file. The minutes are
available on the legislative computer database. In order to save space copies of minutes have
not been left in the files.

Mary Pagenkopf

House Community & Regional A ffairs
January 18, 1996, 1:05 p.m.



OUSE cOMMITTEE REPO ..f

@) :
Date Referred to Committee: January 8, 1996 FURTHER REFERRALS: (fstate A
Fi

Date of Committee Action: )~ )-3 ~* k

The COMMUNITY AND REGIONAL AFFAIRS Committee consideredi:

HOUSE BILL NO. 361 CAP PROJ MATCHING GRANT FOR INDIAN RE
“An Act relating to municipal capital project matching grants for a municipality organized under federal law
Indian reserve; and providing for an effective date.”

[ 1 the same title

recommends it be replaced
[ ]anew title

with the following committee substitute

[ ] additional referral to Committee

f | attached amendment(s)

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE(s): DU APPROVES PREVIOUS: (Defx/Dm |

[ ] fiscal note(s) [ ] fiscal note(s)

\Z,Yzero fiscal note(s) p C £ ft_ [ 1zero fiscal note(s)









SENATE FINANCE COMMITTEp M RT",0'"~"~

DATE: 3/22/96 DATE TURNED INTO OFFICE: Hi,

The Finance Committee considered  HOUSE BILL NO. 361

Relating to municipal capital project matching grants for a municipality organized under federal law
as an Indian reserve.

and recommends: Senate BiIll:
] same title
[ 1 be replace(.j with Ccs D[ nHe(\)A(JStétI%i”I
[ 1 adopt Previous CSs D) [ ] same title
j technical change
[ 1 attached amendment(s) ] new: SCR*
[ 1 adopt Letter of Intent by Committee
[ 1 further referral to the Committee
SIGNING DO PASS DP  OTHER RECQ"MENDATIgNS NR  DNP AM
Co-Chair. Co-Chairs 7 I, S
Co-Chair:
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):*
Department Date Zero Fiscal Department Date Zero Fiscal

[ 1] APPROPRIATION - no fiscal note *includc fiscal notes accompanying Governor’s hill



( FISCAL

STATE OF ALASKA
1996 LEGISLATIVE SESSION

Revision Date:
Title: An Act relating to capital project matching grants fora
municipality organized under federal law as an Indian reserve;

and providing for an effective date."
Sponsor: Mackie
Requestor: (S) CRA

EXPENDITURES/REVENUES:

NOTE (

(S) Publish Date: 3

Department Affected: Administration
BRU: Administrative Services
Component: Administrative Services

COMPONENT SERIAL NO. 46

(Thousands of Dollars)

OPERATING EXPENDITURES FY 97 FY 98

PERSONAL SERVICES 0
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0

CAPITAL EXPENDITURES 0

CHANGE IN REVENUES ( 1 0

FUND SOURCE:

1002 Federal Receipts 0
1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

OTHER

TOTAL 0.0

Estimate of any cunent year (FY 96) cost: S 0.0
POSITIONS:
FULL-TIME

PART-TIME
TEMPORARY

0

0.0

FY 99 FY 00 Fy 01
0 0 0

0.0 0.0 0.0

(Thousands of Dol ars)

0

0.0

0 0 0

0.0 0.0 0.3

e BT

FY 02

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For further distribution infomation, clll the Govermor™s Legislative Office

Rev: 11/95
fisgb. 36l

Page.

0.0

0.0

of



(

ANALYSIS: (continued)
There would be no need for additional funds for the administration of this program. Adding Metlakatla to the municipal side of

the program does affect grant fund distribution and might be handled one of three ways:

1 If SB 293 passes with no additional grant funds appropriated to accommodate Metlakatla, Metlakatla would receive a
grant of S39.817 and all other municipalities would be adjusted accordingly.

2. If Metlakatla is added to the program on the municipal side with:
A a transfer to the municipal side of the $25.0 they would have received on the unincorporated side of the
program;
B. No other increase to the overall appropriation; then

Metlakatla would receive an allocation of $39,910. The allocations to other municipalities would be reduced as noted:

Anchorage (6,403) Kodiak (236)
Barrow (158) Kodiak Island Borough (209)
Bethel (162) Kotzebue (110)
Bristol Bay Borough (49) Lake & Feninsula Borough (15)
Cordova (96) Matanuska-Susitna Borough (1.015)
Craig (73) Nome (148)
Denali Borough (50) North Pole (61)
Dillingham (83) North Slope Borough (96)
Fairbanks (811) Palmer (154)
Fairbanks North Slope Borough (1,244) Petersburg (124)
Haines (52) Sand Point (40)
Haines Borough (38) Seward (113)
Homer (154) Sitka (285)
Hooper Bay (40) Soldotna (148)
Houston (38) Unalaska (152)
Juneau (739) Valdez (166)
Kenai (218) Wasilla (172)
Kenai Peninsula Borough (701) Wrangell (102)
Ketchikan (265)

Ketchikan Gateway Borough (190)

3. If Metlakatla is added to the program on the municipal side with:

A a transfer to the municipal side of the $25.0 they would have received on the unincorporated side of the
program;
B. An increase to the overall appropriation sufficient to “hold harmless"” the other grantees so that no grantee's

allocation is reduced to add Metlakatla to the program; then
Metlakatla would receive a grant allocation of $39,971. An increase to the overall appropriation of $16,619 would

need to be made.



STATE OF ALASKA
1996 LEGISLATIVE SESSION

FISCAL NOTE No. 3
si* Vsrsicn: HB 361
(H) Publish Date: 2/9/96

Revision Oate: January 9, 1996 Dept. Affected: Community & Regional Affairs
Title: An Act relating to municipal capital project BRU: none
matching grants for a municipality organized Component none

Sponsor: Rep. Mackie
Requestor:  Rep. Mackie COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 97 FY 98 FY 99 FY 00 FY 01 FY 02
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 0.0 0.0 0.0 0.0 0.0 0.0

REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)

1092 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

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME |
TEMPORARY |

Estimate of current (FY94) impact$  nc.ie

ANALYSIS: (Attach a separate page if necessary)

This legislation clearly establishes the community of Metlakatla as a municipality for the purposes of
the Municipal Capital Project Match Program, AS 37.06.010-090, removing an ambiguity under
which the community has in the past received capital match program funds for both unincorporated
and municipal elements of the program. This legislation would have no direct fiscal impact on the
department. Funds currently maintained by DCFA for Metlakatla under the unincorporated capital
match program would be transferred to the Municipal Capital Match Program Metlakatla account
administered by the Department of Administration.

Prepared by: Remond Henderson, Director Phone: 4657708
Division: Division of Administrative Services Date: 1/09/96
Approved by Commissioner: X (/1 Date: 1/09/96

Agency: Community & Regional Affairs
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribuian information calll the Govermor™s Legislative Office
Page 1 of 1
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2laaka £tatt legislature

REPRESENTATIVE
JERRY M ACKIE

Y
-V
laouBE of Hcpresentatioefi
MEMORANDUM . Date: March 20,1996
TO: Senator Rick Halford, Co-Chair
Senate Finance Committee
FROM: Representative Jerry Mackie
House of Representatives
Re: HB 361 - "An Act relating to municipal capital projectmatching grants for a

municipality organized under federal law as an Indian reserve; and providing
for an effective date.1 By Rep. Mackie

| respectfully request that you schedule HB 361 for hearing in theSenate Finance
Committee.  Attached is the following backup for HB 361:

| Sponsor Statement HB 361
ll.  Sectional Analysis HB 361

ID. HB 361
IV. House Fiscal Information: 1/18/96 letter from Department C&RA
Zero Fiscal Note Dept. C&RA
Zero Fiscal Note Dept. ADMIN.
Senate Fiscal Information Zero Fiscal Note with Analysis, ADMIN.

V.  Letter dated 1/15/96 from Mayor Booth, Metlakatla Indian Community,
regarding HB 361 (history of expenditures)

VI.  Legal Opinions;
(a) Memo dated 1/20/96 from Leroy Wilder, P.C.
(b) 3/4/96 memo to Rep. Toohey from Office of Attorney General re: HB 361

VII.  Bill History HB 361- Basis Action Report, House Journal Action & Committee
Minutes

Your consideration is appreciated. | am avallable to answer any questions or concems you
Mey have regarding t sp Ieglsﬁanon. ¥ 4 Y0
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ekl

REPRESENTATIVE
JERRY M ACKIE

inouse of KtprcBtntatiocs

SPONSOR STATEMENT

HB 361 - "An Act relating to municipal capital project matching grants
for a municipality organized under federal law as an Indian reserve; and

providing for an effective date."

| introduced this legislation at the request of the Metlakatla indian
Community when their FY 96 Municipal Assistance Matchindq Grant
Pro%ram appropriation was eliminated from last year's hudget.
Metlakatla qualified for this program under the Department of
Administration regulations definition for "municipality-. However,
legal analysis found that the statute definition was not written
specific enough to include the Metlakatla Indian Community in this
program. Since the statute definition supersedes the regulatory
definition the appropriation was eliminated.

HB 361 AMENDS AS 37.06 (Capital Project Matching Grants
Programs) by adding a new section that includes a municipality
organized under federal law as an Indian reserve. This hill has been
drafted to specifically include the Metlakatla Indian Community
within the Municipal Assistance Matching Grant Program. This
‘egislation also provides that Metlakatla may n£l receive a grant
under the Unincorporated Community Capital Project Matching Grant

Program.

The community of Metlakatla is definitely more reflective of a
municipal government and fits more appropriately into the Municipal
Capital Matching Grant Program. The community has a mayor, city
council, school board, constitution, iaw and order codes, police
department, court system, etc..

There are two zero fiscal notes accom_panf/in? this legislation from
the Department of Community and Regional Affairs and the
Department of Administration.
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YT
REPRESENTATIVE
JERRY M ACKIE %%1

faouse of KepresentatiOES

HB 361 - "An Act relating to municipal capital project matching .
grants for a munl_(:|pa||t¥ organized under federal 'law as an Indian
reserve; and providing for an effective date."

'SECTIONAL ANALYSIS

‘Section 1.

amends AS 37.06(Capital Project Matching Grants Program) by adding a
Ine(\j/y section that includes a municipality organized under federal law as an
ndian reserve.

. lines 9-10, eliminates Metlakatla from the Unincorporated Capital
Project Matching Grants Program under AS 37.06.020.

. requires the community to form a community development corporation
with authority to determine how the grant money will be used, and that the
?overnlng board of the corporation Shall be elected at an annual election open
0 all registered and qualified voting residents of the municipality.

. .the Department of Administration may distribute maney for the
municipality only after the corporation has delivered a waiver of sovereign
immunity from legal action by the state to recover all or a portion of the money

distributed under AS 37.06.010.

‘Section 2.

. provides transition language to provide that the balance of funds in the
Unincorporated Capital Matching Grant Program be transferred to the
Department of Administration.

‘Section 3.
provides that HB 361 hecomes effective July 1, 1996.
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January 18, 1996

The Honorable Jerry M adtic
House of Representative*
State Capitol, Room 404
Juneau, AK 99801-1182

Dear Representative M ackie:
Re: Metlakatla - Unincorporated M atching Grant

The following is a briefdescription ofthe impact to this Department should Metlakatla be
identified as an eligible entity in tbe Municipal section oftbe Capital Matching GrantProgram
rather than the Unincorporated section ofthat same program.

Since the inception o fthis program, M etlakatla has requested projects each fiscal year in the full
amountoffunds available with the exeeptioo of FY 94. The remaining balance that year in
addition to a snailww im ofinterestearned totals $§1,357.84 thatwould need to be a transferred
from Metlakatla’* Community Account in this Department to the DepartmentofAdministration
along with their FY 97 projectrequestfile. Metlakatla isaware ofthe available remaining funds
and has incorporated them into their FY 97 project request

AllofMctlakaila's previously requested projects are currently underagreementand active with all
funds encumbered. These projects should remain with this office until tbey are complete and
closed-out. Below is a detailed listing o ftheirprojects to date.

a PROJECT AWARE EXPENDED TO DATE

94 Lift Station $23,775.00 $6,222.00

95 Halttoy Site Preparation 25,000.00 20,640.00

96 Cold Storage Facility Repain 18,000.00 18,000.00 (Closed)
Replace Cannery Building W all 7,000.00 1,750.00

97 Proposed Smoked Salmon Dev. Prgj. 26,358.00

Ifyou have any fartherquestions or concerns please fed free to contactthe Grants Adm inistrator
for these projects, Tena Bavard, at 465-4731.

Sincerely, .

Remood Henderson
Director
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Representative Jerry M ackie
House ofRepresentatives
Sute Capitol

Juneau, Alaska 99801-11*2

Re: HB361-'An Actrelating to municipal capital project matching grants fora municipality organized under
federal law asan Indian reserve; and providing for an effective date.'

Dear Representative Mackie:

We appreciate the work you have putinto this issue during the interim and your sponsoiing HB 361 this

legislative session.

W e received Capital Project Matching Grants funding in FY 94 inthe amounto f560,619.00 which wentto the
fire haQ project In FY9S we received 538,909.00 which is being;allocated to the police departmentproject

For FY96, we were allocated $59,421, however, itwas then determined that although the matching grant
regulations explicitly allow M etlakatla to receive funding, the statutethat defines municipalities does not include
Metlakatla. W e did notreceive this appropriation due to this legaltechnicality.

W e neverquestioned receiving fix the Municipal Capital M atching GrantProgram and the Unincorporated
Capital Matching Gram Program since we weren't fam iliar with allocations to othercommunities and this had

neverhbeen brought to ourattention by the administration or the legislature previously.

W e appreciate youractive supportfix passage o fthis legislation whichremoves us from the Unincorporated
Capital Matching GrantProgram completely and specifically includes MetlaJada in the statute provisions for the

Municipal Capital Matching Gram Program .
Sincerely,

Mbb' ILAKATLA INDIAN COMMUNITY

Booth, Sr.. Mayor

cc: Metlakatla Indian Community Council Member*
Rep. Ivan Ivan CO-chair, House C it RA
Rep. Alan Austennaa, CO-ChairHouse C A RA Comminec
C ARACommittee Members: Rep. Pete Kott, Al Vezcy,Rep
Betty* Davis, Rep. Kim Ehon.Rep. Irene Nicholai, Rap. Mackie

JON-17-1956 11:35
93* P.01
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MEMORANDUM
T0: Sol Atkinson
FROM: LtRoy VMktor
RE: HB No. 301

DATE: January 20,1996

| lalkad yesterday with Tam Cook regarding tha above named Dill Aa you
know, HB 361 WH make Metlakatla eligible Tor capital project matching grants as an
incorporated municipality. Mi. Cook and | agreed that the language now in the hill
does what we need it to do and that it would not be wise to modify 4. Ift Is
necessary to change the language to please the legislature, we win do ao latar, but for
now, we agreed we should try So'hold what we've got

The problem Is this. Some legislators are fearful that this provision, which la
exclusively for Metlekatla's benefit win somehow open up edgibility for capital project
matchin ?rants to other Native groups. They are concerned that'tha reference to 43
U.S.C. 1616(a) may not pe restrictive enough. You wiR recall that section 1616(a) la
the Iang_uage_ in thé Alaska Native Claims Settlement Act that terminates an
reservations in Alaska wtth the s>ngle. specific exceﬁnon of the Annette Islands . |
Reserve. 1reviewed the Ian_guage end concluded that h» reference it very restrictive
and wil not result Inthe efigibtWy of other Native group*. Moreover, taction 1616(e)
hea been relied upon in (he pest to distinguish MeQafcatte from all other Native group#
and | has been unchallenged Thus, I see no reason why we should not continue to
rely on this reference ae the limitation of tha bin

You probably know that the bill cannot simply say Metlakatla because (here ere
laws against "specieT legislation. By referring to (e statutory provision, we avoid
saylng etiakatia spedficafty but make a reference that includes only MetlakaUa.
Sounds rather silty, | know, but that's how its done. | wffl keep you posted VI hear
anything more on’this Issue.

PocM(* Fm Now 7671

Q0N
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DEPARTMENT OF LAW

OFFICEOF THEATTORNEY GENERAL

P
March 4, 1996 PR,
FAX:

The Honorable Cynthia Toohey
Alaska State Legislature

House ofRepresentatives

State Capitol-Room 104
Juneau, Alaska 99811

Re: House Bill 361

DearRepresentative Toohey:

Your request to Attorney General Botelho for a written opinion regarding “Indian
lands” and House Bill 361 has been forwarded to me for a response. In particular, you have asked
whetherHB 361, dealing with municipalcapital project matching grants for “a municipality organized
under federal law as an Indian reserve,” will have any impact on the concerns the Legislature
expressed regarding the “Indian lands” issues. In short, the answerisno.

UnderHB 361, only amunicipalitylorganized under federallaw as an Indian reserve
that existed before enactment of 43 U.S.C. 1618(a), which is part of the Alaska Native Claims
Settlement Act (ANCSA), and continues in existence under that subsection, is a municipality for
purposes o fthe capital project matching grantprogram. M etlakatla is the only entity in the state that
now, orinthe future, could qualify under this language ofHB 361. The “Indian land” issues raised
by the Legislature in recent weeks concern areas o fthe state which were neverIndian reserves, or
nolongerare Indian reserves, organized under federallaw before 43 U.S.C. 1618(a) (copy enclosed),
hbecause ANCSA abolished all reserves other than Metldcatla.

According to officials at the Department of Community and Regional Affairs, the
current capital project matching grant program statutes, AS 37.06.010 (municipalities) and
AS 37.06.020 (unincorporated communities), do not adequately account for Metlakatla's federal
Indian reserve status and itisunclearunderwhich program M etlakatla falls. HB 361 would adopt

1 Weareunaware that federallaw provides for organization ofmunicipalities as reserves or
reserves as municipalities. Therefore, it is possible that no entity qualifies under this bill. To avoid
confusion, “municipality” here should probably be changed to “community” or a similarterm.

n Dnm*d on recycled o*pef Dy C.0



Representative T x>hey March 4, 1996
HB 361 Page two

a new section, AS 37.06.040, effectively designating Metlakatla as a municipality for the limited
purpose of qualifying underthe municipal capital project matching grant program.

We hope this adequately addresses your concerns., Please do not hesitate to call us

ifyou have further questions.
Sincerely,

Bruce M. Botelho
Attorney General

By: M arjorie L. Vandor
Assistant Attorney General

MLV:jn

cc: Representative Jerry Mackie ts'

Kim M etcalf-Helmar
Legislative Liaison -DCRA

Barbara Ritchie
Deputy Attorney General

Chrystal Smith
Legal Administrator

Becky Snow - Assistant Attorney General
Fairbanks



BILL: SB 293 SHORT TITLE: CAP PROJ MATCHING GRANT FOR INDIAN

RESERV
BILL VERSION:
SPONSOR(S): SENATOR(S) ZHAROFF

CURRENT STATUS: (S) CRA STATUS DATE: 2/12/96
HEARING:(S) CRA FEB 28 01:30 PM BUTROVICH ROOM 205

TITLE: "An Act relating to municipal capital project matching grants for a
municipality organized under federal law as an Indian reserve; and providing

for an effective date."”

02/12/96 2384 (S) READ THE FIRST TIME - REFERRAL(S)
02/12/96 2384 (S) CRA FIN



(-SENATE COMMITTEE REPORT
First Committee of Referral

DATE: 3/8/96 FURTHERS Finance

DATE TURNED INTO OFFICE: 3 -& -1 " fU

The C&RA  Committee considered  HOUSE BILL NO. 361

Relating to municipal capital project matching grants,fef-a-mttfweipaWy organized iinrler fprip.ral-law-
-as-an-Intdtan reserves

and recommends: Senate Bill:
[ ]same title

[ 1 be replaced with Ccs [ 1new title,

_ House Bill:

[ 1 adopt PrEVIOUS CS__ [ ] same title
[ ] technical title

[ 1 attached amendment(s) [ 1 new: SCR*

[ 1 adopt Letter of Intent by _ .Committee

[ 1 further referral to the Committee

Date  Zero Fiscal Date Zero Fiscal

yd\/ﬂ'//dfcjr-i fviu t

do/n'/Yerr. [>*]i-

[ JAPPROPRIATION-no fiscal note sinclude fiscal notes accompanying Governor's hill



FISCAL

STATE OF ALASKA
196 LEGISLATIVE SESSION

Revision Date:

Title: An Act relating to capital project matching grants for a
municipality organized under federal law as an Indian reserve;
and providing for an effective date."”

Sponsor: Mackie

Requestor: (S) CRA

EXPENDITURES/REVENUES:

CM, FuM
NOTE

BILL NO. HB 361

Department Affected: Administration
BRU: Administrative Services
Component: Administrative Services

COMPONENT SERIAL NO. 46

(Thousands of Dollars)

OPERATING EXPENDITURES FY 97 FY 98

PERSONAL SERVICES 0
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( 1 | 0

FUND SOURCE:

1002 Federal Receipts 0
1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

OTHER

TOTAL 0.0

Estimate of any current year (FY 96) cost: S 0.0

FULL-TIME
PART-TIME
TEMPORARY

0

0.0

FY 99 FY 00 FY 01 FY 02
0 0 0 0
0.0 0.0 0.0 0.0
P. s 0 0

(Thousands of Dol ars)

0

0.0

0 0 0

0.0 0.0 0.0

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

Rev: 11/95
fishb 361

Page _ ! _

0.0

of
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ANALYSIS: (continued)

There would be no need for additional funds for the administration of this program. Adding Metlakatla to the municipal side of
the program does affect grant fund distribution and might be handled one of three ways:

1 If SB 293 passes with no additional grant funds appropriated to accommodate Metlakatla, M-

grant of $39,817 and all other municipalities would be adjusted accordingly.

xatla would receive a

2. If Metlakatla is added to the program on the municipal side with:
A a transfer to the municipal side of the $25.0 they would have received on the unincorporated side of the
program;
B. No other increase to the overall appropriation; then

Metlakatla would receive an allocation of $39,910. The allocations to other municipalities would be reduced as noted:

Anchorage (6,403) Kodiak (236)
Barrow (158) Kodiak Island Borough (209)
Bethel (162) Kotzebue (110)
Bristol Bay Borough (49) Lake & Peninsula Borough (15)
Cordova (96) Matanuska-Susitna Borough (1,015)
Craig (73) Nome (148)
Denali Borough (50) North Pole (61)
Dillingham (83) North Slope Borough (96)
Fairbanks (811) Palmer (154)
Fairbanks North Slope Borough (1.244) Petersburg (124)
Haines (52) Sand Point (40)
Haines Borough (38) Seward (113)
Homer (154) Sitka (285)
Hooper Bay (40) Soldotna (148)
Houston (38) Unalaska (152)
Juneau (739) Valdez (166)
Kenai (218) Wasilla (172)
Kenai Peninsula Borough (701) Wrangell (102)
Ketchikan (265)

Ketchikan Gateway Borough (190)

3. If Metlakatla is added to the program on the municipal side with:

A. a transfer to the municipal side of the $25.0 they would have received on the unincorporated side of the
program;
B. An increase to the overall appropriation sufficient to "hold harmless" the other grantees so that no grantee's

allocation is reduced to add Metlakatla to the program; then
Metlakatla would receive a grant allocation of $39,971. An increase to the overall appropriation of $16,619 would

need to be made.

Paoce 2 of2.
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'BU) APE*: ALASKA PUBLJC EMPLOYEES
ASSOCIATION

Mr. Tom Stephens, President
. Juneau Headquarters

211 Fourth Street, Suite 306

Juneau, AK 99601

PH:586-2334 or (800) 478-9991

FAX: 483-4980

Bruce I. Ludwig, Burint*** Manager
Joan Wllkereon, SE Regional Manager
Chip VerreflL Finance Officer

Kerin Geiger. Legal Trust Accountant
Monfci. Stewart Administrative .Assistant

I, Anchorage Field Office
1689 C Street, #204
Anchorage, AK 90501
PH274-1688 or (800) 478-9992
FAX- 277-4588
Dennis Geary. Southcentral Regional Manager
Shirley WcHf, Administrative Assistant

3. Fairbanks Reid Office
825-D College Road
Fairbanks, AK 99701-1552
PH:456-5412 or (800) 478-9983
FAX: 456-7478
Bob Watts. Northern Regional Manager
Linda Stephenson, Administrative Assistant

GGU) ASEA: ALASKA STATE EMPLOYEES
ASSOCIATION, AFSCME LocM 52

Kelly Brown. President
Rhonda Holt, Treasurer
Wayno Heimer, Secretary

I.  Juneau Reid Office
400 Willoughby Avenue, Suite 100
Juneau, AK 99801
PH:463-4949
FAX 463-4950 Or (800) 478-0049
Dorn Uston, Business Agent
Peggy Weaver, Buslnoes Agent
CirxJy Spanyers, Business Agent
Kart Hursh, Secretary

L Anchorage Headquarters
3510 Sponard Ro3d, Suite 201
Anchorage, AK 99503
PH: 277-5200
FAX: 277-5200
Toll Free: 1-500-478-2732

Chuck O,Connell, Business Manager
David Burdette, Business Agent
Harriet Lawlor, Business Agent

John Collins, Business Agent

Stan Kafferman, Business Agent
Michael Lacey, Information Olficer
Jane Ccppedge, Secretary Il

(:S:]e;ﬁ lrzn'seaﬁvét'oR&gﬁiaﬁtéftive Support/Accounting

Bobble Holmee-Carter, Administrative Assistant
Heldl Tourout. Adminiotmtivo Support Tech. Ill

Don Wassermaa Collective Barg. Dir. AFSCME
1625 L Street Northwest

Washington. DC 20036

PH:(202) 429-1219

FAX NQ 03

ASEA/Anchorage Office (aol)

Don Clockarn, Attorney at Law
1601 Cooper Point Rd. N. W.
Ctympia, WA 98502

PH:(206) 866-6129

FAX (360)866-7852

Fairbanks Field Office

315 Barnette, Suite 104
Fairbanks, AK 99701
PH:452-2300

FAX 452-2307

Toll Free: 1-800-475-2305
Kathy Dietrich, Business Agent
Richard Seward, Business Agent
Doric Thompson. Secretary

(TC) ACSEA- ALYESKA CENTRAL SCHOOL
EDUCATION ASSOCIATION

P.O. Box 20585

Juneau, AK 99802-0065
PH:405-2835

FAX 465-2835

Linda Kadrik, President

Gall Haynes, President-Elect
Debbie Chalmers, Secretory

Jaok Cadigan, Treasurer

Jeanne Foy, Grievance Rep.
Marion Svobodny, Memter at Large

NEA-ALASKA: NATIONAL EDUCATION
ASSOCIATION-ALASKA

114 2" Slreet
Juneau, AK 99001
PH:58G-3090

Vemon Marshall, Executive Director
Claudia Douglas, President
Business Managor, Darcle Edv/ards
AA- Payroll, Betty Eddund

Jim Alter, Field Staff

Willey Anderson, Held Staff

Lynn Jackson, Secretary

NEA-Alaska
1840 S Btagaw St.
Ancltorage, Ak 99508

(KK) CEA: CONFIDENTIAL EMPLOYEES
ASSOCIATION

Penny Beiter, President

124 Front Street

Juneau, AK 99801

PH:586-6116 (465-2769)

Atoerta Lippitt, Employee Representative (Anch.)
Greg O'Clary, Business Representative

Jo-Evo Benedict, Office Manager

(TA) AVTEC

Mr. Jim Herbert, President

Alaska Vocational Technical Center Teachers'
Association

P.O. Box 889

Seward, AK 99664

U PON&S 57
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f-OUSE COMMITTEE REP(J>nT

ate Referred ® Committee: February 2, 1996

Date of Committee V :tion:

The FINANCE Comm\ee considered:

FURTHER REFERRALS:

World Trade

HB 362

AVIATION FUEL TAX EXEMPTION

HOUSE BILL NO. 362

‘sAn Act extending the motoitVuel tax exemption for fuel sold for use in jet propulsion aircraft to fuel used in those

aircraft for flights that continuS~'rom a foreign country.”

recommends it be replaced
with the following committee substitute

[ ] additional referral to Committee

[ 1attached amendment(s) .

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (354)] APPROVES PREVIOUS:
| ] fiscal note(s) [ }4iscal note(s)

[ J zero fiscal note(s) [ ] zero/fiscal note(s)

SIGNING WITH RECOMMENDATIONS

CHAIR’S SIGNATURE ...... r

[ ] the same title
[ 1anew title

(DgX/Dile)
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April 19, 1996

Mark Hanley, Co-Chairman
Richard Foster, Co-Chairman
House Finance Committee
Alaska State Legislature
Room 519 - Capitol

Juneau, AK 99811

Dear Legislators.

As a member ofthe Air Transport Association (ATA) and an employer of over 700
Alaskans who delivers to 3,500 Alaska destinations regularly, wc arc concerned that
foreign refiners have a tax advantage over in-state refiners relative to the Alaska Motor
Fuel Tax. The State of Alaska has granted an exemption on this tax for all flights
leaving Alaska bound for foreign destinations, but thft inbound flights have been, and
are continuing to be, taxed at $0,032 per gallon. House Bill 362 Was introduced to

“level the playing field’1for in-state Alaskan refiners and eliminate the lax for inbound
foreign flights. Federal Express supports HB 362. HB 362 is similar to legislative relief
previously granted in other states with similar tax situations The states of California,
Tennessee and Illinois have passed legislation exempting inbound international flights from
state and local taxes. This was done, ofcourse, to protect the interests of in-state refiners
who would otherwise be unable to compete with bonded or Free Trade Zone fuel
imported from foreign sources, which by Federal law is tax exempt.

Passage ofliB 362 will support domestic Alaskan refiners, utilize domestic: Alaskan ciudc
oil and enhance the economics of several communities because airlines will purchase their
needed fuel requirements from in-state refineries. To not pass HB 362 will cause
considerable importation of foreign oil, reduce revenues to Alaska corporations and cause
refiners to reduce sales of their products.

We are aware of Mr. Herbert Goodman’s paper and recommendations to you, but we can
find no practical way that Alaskan refiners could charge us $0,032 per gallon less for fUel
placed on inbound domestic flights only, nor do we believe it is fair to place a $0,032 per
gallon tax disadvantage on your own in-state companies. Nonetheless, while calendar year
1995 saw three vessels bringing FTZ fuel into the Port of Anchorage, airlines which have
foreign origin or destination flights are at this time planning to bring additional FTZ

02
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fuel into Anchorage. Without tax reliefavailable in Alaska airlines will have no choice but
to import FTZ fbei. Federal Express expects to import about 1to 1.5 million gallon* of
bonded/FTZ fuel psc month beginning immediately. This represents the portion ofour

fuel required to supply all our inbound international flights.

Clearly, our preferred choice is to continue our business relationships with Alaskan
refiners. As such, we believe the relief provided by the proposed legislation is essential to
the in-state jet fUel market. We ask for your support in passing HB 362 and believe that In
view of other slates passing similar legislation thereby protecting their own in-state

refiners, sucli a request is reasonable and fair.

Thank you for your support

William H. Stark
Managing Director

Fuel Administration

whs232/jm

cc: Finance Committee Members
Pete Kelly Vic Kohring
Eldon Mulder Terry Martin
Sean Parnell Gene Therriault
Mike Navarre Kay Brown

Ben Gmsjcndorf

Governor Knowles
Joseph Perkins - Transportation

Jim Clark

Fred Kctzchack

Doug Podalak

Bob Sturt*

Chuck Flynn

Bonnie Gardner
JefTFabian

Bill Phelan

Wilson Condon - Revenue



MAPCO ALASKA PETROLEUM™ NEREET
BEXTERNAL AFFARS AACMNSTRATION

April 1, 1996

Representative Mark Hanley. Co-Chairman
Representative Richard Foster, Co-Chairman
House Finance Committee

Alaska State Legislature

State Capitol

Juneau, Alaska 99801-1182

Dear Representatives Foster and Hanley:

We respectfully urge your prompt, positive action on House Bill 362, which we are hopeful will result in
passage of this bill by the full house of representatives. We understand that the State does not want to
forego revenue, but it is our belief this revenue on flights returning through Anchorage from international
originations to domestic destinations will be lost anyway.

Audit and consultants reports by and for the State of Alaska indicate the use of the Foreign Trade Zone
(FTZ) in Anchorage to avoid the stale motor fuel tax on jet fuel puts in-state refiners at a disadvantage.
Written and verbal testimony by air freight operators such as FedEx indicates if the FTZ use is
withdrawn or blocked, they will use either the bonded fuel approach or find alternative airports.

DOT Commissioners Perkins has indicated there is nothing to prevent earners from using the bonded

fuel approach. | know your committee and others have been looking for a possible Federal fix or
solution. We have been in contact with Andrew Lundquist and others in Senator Murkowski’s office.
They indicate there is no logical or practical approach to modifying the FTZ provisions or bonded fuel
provisions for the Alaska situation. In fact, many states have taken action similar to that proposed in HB
362 to attract international air carriers. This business has become very competitive both in the number of
carriers in the business and from the standpoint of the number of cities, U.S. and foreign, trying to attract
or pirate away international air freight carriers.

The Anchorage International Airport requires somewhere around 550 million gallons ofjet fuel per year.
About 80 million gallons or 15 percent of demand, as best as we can determine, cannot be supplied by in-
state refiners due to lack of refining capacity. Typically this shortfall has come from U.S. refineries in
the Northwest U.S. But activation of the FTZ in the fourth quarter of 1995 resulted in 20 million of
those gallons coming in from foreign sources to avoid the 3.2 cents motor fuel tax on flight returning
from foreign to domestic locations.

It is my sinr ?re opinion, and | believe that of the vast majority of Alaskans, that State tax policy should
not favor foreign refiners. If anything. State policy should encourage in-state value added refining.
MAPCO learned last week from the Port of Anchorage Marketing Director that our tanks at the port are
in the FTZ and could be activated. Without passage of H3 362 or some other mechanism to level the
playing field that is probably the approach we would take as we cannot meet ourjet fuel sale
commitments at our own refinery. We feel a better solution is passage of HB 362, which would
encourage us and other in-state refiners to expand refiner)' capacity rather than buy spot cargoes of
foreign refined jet fuel so we can be on equal competitive ground.

1150 HAHLANE « NORTHROLE, ALAKAQOTO6 » PHONE (907) 4832741 = FAX (907) 466 0074



Representatives Manley & Foster
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Page two

A study ordered by the State Department of Revenue shows that the per gallon shipping charge forjet
fuel from Singapore to the Port of Anchorage is less per gallon than the cost for us to ship jet fuel from
our North Pole Refinery to the Port of Anchorage on the Alaska Railroad. And foreign refining costs are
much less than Alaskan refining costs. So activating our tanks in the FTZ or dedicating tanks to bonded
fuel is a very practical solution for us, but not one we feel is best for Alaska. Also, passage of HB 362
sends a signal that Alaskan airports want to attract and retain the growing international cargo business.
Landing fees, fuel flowage fees, catering fees, lodging fees and other economic returns far exceed the
revenue loss from the motor fuel tax if the return international flightjet fuel sales are exempted by HB

362.

We realize the State did not create this situation, nor did the in-state refiners. But only the State can fix
the problem. Time for a solution in this session is running out. So far no other solution has been
developed to level the playing field. If there is a sincere beliefsuch a solution might develop, HB 362
could be amended with a “self destruct” clause. If it is determined in the future the State has the right to
tax this fuel in either the FTZ or as bonded fuel, the provisions of HB 362 would be negated. One carrier
is currently appealing the right of the State to tax fuel on return foreign flights irrespective of use of FTZ
or bonded fuel. Results of this appeal, if favorable to the State could also be factored into a “self

destruct” clause.

Thank you for your attention to our concerns. We wo lid be happy to meet with you individually or as a
group to answer questions and concerns. Such dialogue could include others with concerns about the
effects of HB 362. Some action is needed soon so that Alaska does not encourage importing of foreign
refined jet fuel, but rather encourages in-state refiners to dedicate capital and human resources to meet

the short fall injet fuel production in Alaska.

Sincerely,

Jeffry J. Cook

Vice President External Affairs

& Administration

MAPCO ALASKA PETROLEUM Inc.

cc: House Finance Members
Members Alaska House of Representatives
Governor Tony Knowles
Mayor Rick Mystrom, MOA
Commissioner Joe Perkins
Commissioner Will Condon
Bob Hatfield, President Alaska Railroad

» MAPCO ALASKA PETROLEUM inc.



HEF Ic "?b U?:tbNIl MhKLJ HH\ h ctif-V L F.l

April 3, 1996

Representative Mark Hanley
Alaska State Legislature
State Capitol (MS3100)
Juneau, Alaska 99801-1182

Dear Representative Hanley,

I have appreciated the opportunity to express my Ideas and opinions s to you in the past. Now, | find that
there is an issue ol great importance to me on which Iwould appreciate your support. The legislation In
question is House Bill 362, authored by Rep. Gene Therriault. This bill addresses the issue of fairness in
taxation between in-state producers and foreign importers of aviation jet fuel.

Without passage of HB 362, locally produced jet fuel is subject to 3.2 cents per gallon taxation on the
continuing inbound legs of international flights, while foreign produced fuel for the same flights is exempt
from this tax under Federal regulations. Without the passage of this bill, local refiners either lose business
to foreign competitors or have to absorb the 3.2 CFG to be competitive. lurge you to support HB 362, to
move it out of committee and then to support its passage once itreaches the House floor.

Passage of this bill will enable local refiners to remain competitive, which supports omployment within the
State and the Alaska Railroad system. Thank you for your time and support.
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MU”'Clpallty Anchorage, Alaska 9951943fws0  3/7 HIC?
Telephone: (007) 343-4431 1
Of Fax: (007) 343-4409
AnChorage Rick Mystrorn, Mayor
omen or nm mayor
March 14,1996
The Honorable Tony Knowles B HEY—
Governor
Office ofthe Governor MAR 2 0 1593
State of Alaska
Post Office Box 110001 FEFHECOANR

Juneau, Alaska 99881

Dear Governor Knowles:

This is written in response to your letter of December 21, 1995, expressing your
Administration’s concern about Anchorage Foreign Trade Zone #160 activities.

As you know, much discussion has taken place concerning this matter and several
meetings have been attended by officials of the Municipality and the State of Alaska in
efforts to understand and determine the future actions and activities within the Zone.

Recent meetings have resulted in a good exchange of information and many productive
ideas were brought forth. Both parties have expressed a desire to see our Foreign Trade
Zone succeed. We arc in concurrence that die Zone is a tool for creating more economic
development, more employment and more revenue for Alaska. We also agree that by
working together on issues of common interest wc can be much more productive.

Therefore, the Municipality of Anchorage is prepared to go forward with a
“Memorandum, of Understanding” as you requested in your letter. It will provide for the
State of Alaska having complete control prior to any new FTZ authorization on State land
within Foreign Trade Zone #160. It will also provide that the State of Alaska must agree
to the activities to be conducted within any future FTZ site authorized on State land.
Activity level within the Zone has been minimal to date and it does not warrant the need
for moving to a non-profit corporation management plan at this time. There has not been
the level of business to generate the additional revenues to fund such a structure, and our
present users are satisfied with its present method of operation. If and when the level of
acuvity within the Zone requires more complex management in the form of a non-profit
corporation, the Municipality shall include the Slate as our FTZ application specifics.
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The Honorable Tony Knowles
March 14,3996
Page Two

City officials will soon contact Commissioner of Transportation Perkins to arrange for
the preparation and execution of the Memorandum of Understanding you desire. By
taking this action, | believe the concerns expressed by all parties can be properly
addressed.

As business in FTZ #160 expands, | would hope that we might explore a plan to jointly
market its benefits to potential domestic and foreign JFTZ users. Such a program would
be mutually beneficial to the State and the Municipality.

Sincerely.

cc: Commissioner Perldns, DOT&PF
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Fiscal Note Analysis, HB 362
Page 2
January 23, 1996

ISSUE

The activation of a Foreign Trade Zone (FTZ) in Anchorage (Oct. 1995) allowed imported foreign aviation fuel to be sold
exempt from state tax to aircraft flying directly or indirectly to a foreign country. Alaska oil refining industry believes that
they will not be able to compete economically with FTZ (foreign import) fuel unless the current Alaska tax exemption for
direct foreign flights is expanded to include indirect (i.e. flights that refuel in Alaska, stop in another U.S. city and then
continue on to a foreign country). Current Alaska statutes provide only for an exemption for fuel sold on flights going

directly to a foreign country.

Current Law

AS 43.40 (Alaska motor fuel tax) currently imposes a 3.2 cent per gallon tax on aviation jet fuel purchased in Alaska.
Fuel purchased in Alaska for use in flights directly from Alaska to a foreign country is exempt from the Alaska tax. Fuel
purchased for use in flights originating in a foreign country, refueling in Alaska and continuing to a U.S. destination prior

to returning to foreign country (i.e. indirect foreign flight) is taxable.

Proposed Law

HB 362 would expand the above exemption to exempt from tax fuel purchased in Alaska for all flights to or from foreign

countries.

Revenue Impact

This bill will result in approximately 53.528 million in revenue loss for FY 97 increasing at 6% through FY 2000 and 5%

thereafter.

This estimate considers the effect of the recent activation of Anchorage Foreign Trade Zones (FTZ). The FTZ allows
international air carriers to use imported fuel without incurring customs duties. Under the rules and regulations of the
U.S. Customs Service, the operation of the FTZ allows air earners to place imported fuel in the FTZ and withdraw the
fuel for use in flights to or from a foreign country. Under ‘ederal law. the State of Alaska cannot impose tax on fuel
placed in the FTZ. Alaska will lose tax revenues from the FTZ independently of HB 362.

The fiscal impact of HB 362 results from exempting fuel that could not otherwise qualify for FTZ treatment or the current
foreign flight exemption. The fiscal impact is measured by the amount of domestic fuel that is used for flights that

continue from foreign countries to a U.S. destination.
Fiscal Note Assumptions/Calculations

1) DOR economic analysis indicates that a 3.2 cent tax advantage for foreign fuel placed in the FTZ will not result in a
significant increase in foreign fuel imports. Transportation costs and favorable crude price and supply will continue to
make Alaska refined fuel most economical. West Coast imports will continue to be cheaper than imported foreign fuel.

2) According to the Alaska Center for International Business, the imports of jet fuel for the last six years has averaged
43.928 million gallons. DOR has used this average to estimate future imports of FTZ fuel. Approximately 50% of the
imported fuel is used in flights that already qualify under the current foreign flight exemption. Therefore, 50% of

expected imports or 21.964 million gaiions will be used in continuing foreign flights. At a 3.2 cent tax rate, this equates

to S0.702 million in tax revenue lost from FTZ fuel.

3) Total estimated aviation fuel tax revenue to be collected in FY97 from indirect foreign flights was 54.23 million.
Estimated revenue loss due to import of FTZ fuel is 5.702 million. Thus the remaining potential revenue loss from HB

362 is 53.528 million for FY 97.

4) The air carriers that will be affected by HB 362 are primarily transit cargo caniers. Transit cargo is defined as cargo
that either (1) remains on an aircraft during a stopover at the Airport or (2) is off -loaded exclusively for customs
clearance and/or sorting and is then reloaded. Expected increases of transit cargo- 6% through 2001 then 5%. This
rate applied to FY 97 revenue loss. Source: Anchorage International Airport Master Plan Update, Fall 1995, Table 15.

5) Actual revenue loss is dependent on the amount of foreign fuel that will be imported and placed in FTZ. Alaska is

pre-empted from taxing this fuel.

COMMITTEE COPY



Anchorage Fueling And Service Company
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(208) “433-3168 Fre d Ketzeheck
Chairman

TESTIMONY OF ANCHORAGE RUELINGAND SERVICE
GCOVIPANY TO THE HOUSE ANANCECOVMTTEE CONCERNING
HB 3z

Mr. Chainman, Anchorage Fueling and Service Company (AFSC) takes no
position on HB. 367 It is extremely concermed, however, that consideration of
this bill has Inplicated the Anchorage roreign Trade Zone, of which AFSC is a
customer, AFSC supports the wisdom d the Foreign Trade Zone, worked with
both the Municipality ol Anchorage end the State to create the zone, and gpposes
the State's apparent change of heart and curent attenpts o termnate the zone
to the detriment of AFSC and Its sharehdlders.

By way of background, AFSC is an Alaska corporation, which was fomed In
1981 by Alaska Airlines, Western Airlines, Japan Airlines, and Northwest
Airlines. Since then it has grown to indude as shareholders virtually all the
airlines providing significant services through the Anchorage Intemational
Airport, it curently has 20 shareholders. | have attached a list of the nmembers
for the Committee’s convenience. Fomer menbers include the European
national carriers who previously provided passenger service between Asia and
Europe through Anchorage. Due to the availability of over-flights through
Russian airspace, and the advent of longer range passenger jets, nost of the
European camers are no longer sharehdders. Sone, such as Lufthansa and Air

France, continue to provide air cargo senvices through Fairbanks.

AFSC wes formed, and has consistently acted, as a "'cost company’' whose
goal is to maximize the free conpetiion anmong oil companies and fuel
suppliers, so that AFSC’s shareholders may enjoy the lowest price possible for
their fuel. AFSC does not purchase fued. Fuel purchasing is done by each
individual airline, on Individual terms, from separate suppliers, for separately
negotiated priceb. AFSC has sought to meximize the options in fuel purchasing



