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^  FISCAL NOTE #
STATE OF ALASKA Fiscal Note Number: 2______
2002 LEGISLATIVE SESSION Bill Version: HB 370

(H) Publish Date: 2/1/02

Revision Date/Time (Note if corre -.tion):________________________ Dept. Affected:___________GOV
Title An Act relating to the issuance of________________BRU Elections__________
_______________revenue bonds by AHFC tor veteran mortgages Component Elections__________
Sponsor Rules_______________________________________________________________________
Requestor Governor_____________________________________ Component No.  21
Expend itu res/Revenues________________________________ (Thousands of Dollars)_______
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

1.5

TOTAL OPERATING 1.5 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES___________
CHANGE IN REVENUES ( ) ~T
FUND SOURCE______________________  (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Menlal Health
Other (Specify Type-Do not abbreviate)

I

1.5

TOTAL 1.5 0.0 0.0 0.0 0.0 0.0
Estimate o f any current year (FY2002) cost: 0.0
Check this box (X) If funding fo r this bill is included in the Governor's FY 2003 budget proposal: 
POSITIONS ________________  ____
Full-time
Part-time
Temporary
ANALYSIS: (Attach a separa te page if  n ecessary )
This figure includes the cost of providing information about this issue in the Official Election Pamphlet, as 
required by AS 15.58. If this measure requires the printing an 8-1/2 by 18 inch ballot, the cost will 
increase by $22.0.

Prepared by: Gail Fenumiai, Election Programs Specialist__________________ Phone 465-3935
Division Division of Elections Date/Time 11/20/01 3:36 PM
Approved by: Lieutenant Governor Fran Ulmer____________________________  Date 11/20/2001
Agency Office of the Lieutenant Governor___________________________

(Roviiod twoot OMB' C O M M IT T E E  C O P Y Page 1 of 1



0  FISCAL NOTE %
STATE  O F A L A S K A
2002 L E G IS L A T IV E  SESSION

Revision Date/Time (Note if correction):____________________
Title Authorizing a public vote on state-guaranteed

Fiscal Note Number: _1_______
Bill Version: HB 370
(H) Publish Date: 2/1/02
Dept. Affected: Revenue

'BRU Alaska Housing Finance Corp
veterans mortgage bonds

Sponsor
Requester

Rules Committee
_ Component Operations

Governor
E x p en d i tu re s /R ev e n u es

Component No. 

(Thousands of Dollars)

110

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
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 EXPENDITURES

THECHANGE IN REVENUES (
FUND SOURCE______________________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 CF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type~Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate o f any current year (FY2002) cost: 0.0
Check this box (X) if funding fo r this bill is included in the Governor's FY 2003 budget proposal: [ 
POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: (Attach a  separa te p age if  necessa ry )
This legislation authorizes a statewide public vote on $500 million in revenue bonds to finance the 
Veterans Mortgage Program (VMP), Alaska is one of five states in the nation that established this 
program under the federal tax code. AHFC administers the program on behalf of the state.

Costs associated v/ith the issuance of these bonds are anticipated to be covered with annual operating 
budget authorizations. Anticipated costs will be related to voter information dissemination about the bonds 
and the program. No additional budget authorization is necessary for these activities.

If approved by voters, bond issuances in the future will be done based on loan demand.

Frepared by: John Bitney, Legislative Liaison_____________________________  Phone 330-8445
Division AHFC Date/Time 1/29/02 1:32 PM
Approved by: Larry Persily, Deputy Commissioner_________________________  Date 01/29/2002__________
Agency Department of Revenue____________________________________

(Rov\5«j9/?ooiomb) C O M M IT T E E  C O P Y  P age1o f_1—
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F ix  (907,1 465-3532 
Hr>vK-goY.]lale.ak.ui

ftS 3?o

S t a t e o f A l a s k a

O f f ic e  o f  t h e  G o v e r n o r  

Juneau

January 29, 2002

The Honorable Brian Porter 
Speaker of the House 
Alaska State Legislature 
State Capitol
J uneau, Alaska 99801 -1182 

Dear Speaker Porter:

Alaska has the highest per capita percentage of veterans of any state in the nation. We must send the 
clear message that our state recognizes and appreciates those who have served. This bill I am 
transmitting is one in a package of legislation I am introducing this year to offer tribute to our veterans. 
It continues the state's history of authorizing bonds for guaranteed veteran housing loans.

The State of Alaska is one of only five states that receives favorable treatment under the Internal 
Revenue Code for guaranteed veterans bonds. This program is designed to provide the lowest possible 
interest rates to our veterans, without any income limitations.

The accompanying bill is the first step in allowing the state to continue to take advantage of this 
worthwhile program. It would provide for a statewide vote at the next general election on authorizing 
S500 million in Alaska Housing Finance Corporation (AHFC) bonds for qualifying veterans. This 
would be the fifth such bond approval; the voters authorized a total of $2.2 billion in state-guaranteed 
AHFC veterans bonds in four separate elections between 1982 and 1986. The AHFC has issued nearly 
all of those bonds, requiring a new authorization.

The need for continuing this guaranteed housing loan program for veterans may well increase.
Congress is considering expanding the current Internal Revenue Service Code definition of “qualified 
veterans," which now limits participants to those who served in tne military before January 1, 1977 and 
were honorably discharged within the last 30 years. I support extending the program to veterans who 
have served in more recent years. If this effort succeeds, the veteran’s mortgage program in this state 
would see a dramatic increase in home loans to qualifying individuals -- all the more reason to allow 
this question to be placed on the statewide ballot.

Sincerely,
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V e t e r a n s  M o r t g a g e  P r o g r a m

The Veterans Mortgage Program  offers financing for qualified veterans at lower interest rates. 
Active duty service in the Armed Forces, Public Health Service, NOAA or service as a cadet at the 
US Military, Air Force, Coast G uard or Naval Academy may qualify.

Eligible Borrowers:

■ Veterans must have entered active duty service prior to January 1, 1977 and not have been 
discharged more than 30 years prior to the date of application to AHFC.

■ Veterans must be credit qualified residents ofthe State o f  Alaska.

Eligible Properties:

■ Owner-occupied single-family residences, condominiums, units within a PUD, duplexes, 
triplexes, fourplexes and Type I mobile homes.

■ On 2-4 family dwellings, all units must have been in existence and initially occupied as a multi­
family residence for at least the preceding five years.

Loan Amount:

n For maximum loan amounts for AHFC programs (click licrck

Loan Terms:

■ Fixed interest rate for 15 or 30 years.

Down Payment:

■ Conventional loans -  A minimum of 5% on single-family residences. .0%  for duplexes, and 20% 
for triplexes and fourplexes.

■ Down payment requirements for federally insured or guaranteed loans may be lower.

Criteria:

■ If there is more than one borrower and the applicants are unmarried, both borrowers must be 
qualified veterans.

■ The Certificate o f  Veterans Eligibility or a Title 38 letter and a copy ofthe  applicants DD214 are 
used to determine program eligibility.

Assumptions:

■ Assumable by qualified veterans.

Add on Options:

■ Affordable Housing Enhanced Loan Program (A1 (J:LP)

lutp://www,ahfc.state.ak.us/Departmeni_Files/Mortguge/Loan-Progranis/veterans-mortgage-p.. 2/10/02
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Headquarters 
4300 Boniface Parkway 
Anchorage, Alaska 
907-338-6100

Mailing Address 
PO Box 101020 

Anchorage, AK 99510-1020

Internet Web Site 
http://www.ahfc.state.ak.us

F I N A N C E  C O R P O R A T I O N

April 4, 2002

Representative John Coghill, Chairman 
House State Affairs Committee 
State Capitol Building 
Juneau, Alaska

In Re: HB370, Authorization for Veteran Mortgage Revenue Bonds 

Dear Representative Coghill:

This letter is to both request your consideration for hearing HB370, an Act authorizing 
state-guaranteed bonds for the Veteran’s Mortgage Program, and also to provide some 
background information regarding the program.

HB 370 provides for a vote of the people at the next general election on the question of 
the State authorizing the guarantee o f  $500,000,000 o f Alaska Housing Finance 
Corporation bonds for qualifying veterans. A total amount of $2,200,000 o f State- 
guaranteed veterans bonds has been authorized to be issued by the Corporation by four 
state-wide voted bond propositions. The affirmative state-wide votes for these bond 
propositions occurred in 1982, 1983, 1984, and 1986.

Although the bonds are general obligations o f  the State o f  Alaska which must be voted, 
the issuance of the bonds has not affected the State’s credit in any way. The rating 
agencies consider that for practical purposes these are not to be counted against the 
State’s bond capacity because the bonds are fully supported by mortgages o f the 
Corporation. These mortgages are largely guaranteed by federal agencies, such as the 
Veterans Administration.

AHFC, in fact, is closing on a $50,000,000 Veterans Mortgage Bond sale over the next 
two days. These bonds achieved a triple A rating. A copy o f the rating provided by 
Moody’s Investor Services is being sent with this letter.

Bonds under this program provide funds for low-interest home loans to qualified 
veterans. A qualified veteran is someone who has served in active duty prior to January 
I, 1977 and not have been discharged more than 30 years prior to the date of loan 
application.

“ H o u s in g  For  A l a s k a n s "
IOt*«

http://www.ahfc.state.ak.us


FISCAL NOTE

ANALYSIS CONTINUATION

It is anticipated that these bonds will be sold on a competitive basis, with the bonds being awarded to the 
bidder with the lowest true interest cost. As this structure almost always results in a net premium bond 
position, it is expected the bonds will be remarketed and the premium used to pay the underwriter’s sales 
force and expenses. The cost of remarketing these bonds is estimated at $500,000 .

Assuming an interest rate of 4 .85%  (approximately 25 basis points higher than current rates), and a 20- 
year term, the annual debt service would be approximately $7.7 million per year beginning in FY2004. If 
this rate increases by 1% prior to selling bonds, the annual cost would increase to $8.4 million.

STATE OF ALASKA  B IL L  NO. HB524___________
2002 LEG ISLAT IVE  SESSION

Page_2 of_2



Alaska receives favorable treatment under the Internal Revenue Code since it issued 
guaranteed veterans bonds between January 1, 1979 and June 22, 1984 in large amounts. 
Annual issuance of the average o f  those years is permitted under the Code. However, 
because of the limitations on the qualifications for veterans, fewer and fewer loans are 
made each year as number of qualified veterans diminishes.

Unless Congress acts to extend the qualifications for veterans to men and women who 
have served in more recent years, it is anticipated that the authorization for bonds in HB 
370 will be the last request for this program. I would note that SJR 31 is currently 
referred to the House State Affairs Committee, and would request Congress to extend the 
benefits of this program to veterans who have served in recent years.

I hope this description provides a sufficient summary for considering a hearing on the 
legislation. If any further information is needed, please do not hesitate to contact me 
immediately.

Sincerely,

Daniel R. Fauske, CEO/Executive Director 
Alaska Housing Finance Corporation

enclosures



M E M O R A N D U M A p r il 10,2002

TO: Mike Abbott, Legislative Director
Office o f  the Governor

FROM: John Bitney, AHFC

SUBJECT: Public Vote on Veteran’s Mortgage Bonds

After our conversation this morning regarding timing issues relating to the Veteran’s 
Mortgage Program, I contacted Joe Dubler, AHFC’s Chief Financial Officer, regarding 
the amount of funds remaining in the program from the last public vote in 1986.

The Governor’s bill (HB370 & SB268) requests S500 million in bond authorization for 
our Veterans Mortgage Program (VMP). From the last vote in 1986, there is $47.5 
million in remaining authorization. The $50 million financing closed last week will 
largely be used to pay for existing loans already made, along with current activity levels. 
In FY01, for example, 430 loans were made at a volume level of just over $73 million.
As you can see, our remaining authorization should be used up by the end o f this year.

In order to qualify for a VMP loan, a veteran must have served in active duty prior to 
January' 1, 1977 and have been honorably discharged within 30 years. This is a federal 
restriction on qualifications for the program, and is diminishing the number of qualified 
veterans each and every year. However, if new bonds are not approved by the voters at 
the next election, AHFC would face the prospect o f  putting the program on hold until a 
special election could be arranged to approve more bonds.

The $500 million level of authorization is also in consideration o f  the anticipated 
recommendation to Congress by the Millennial Housing Commission that the Veterans 
Programs be extended indefinitely and apply to all veterans. If the new bonds are 
approved and Congress does not extend the program, some of the authorization would 
likely go unused as the program is winding down (due to a decrease in qualified 
veterans).

The AHFC has been pushing for years for this extension o f benefits to additional veterans 
who have served. Governor Knowles has also written letters to Congress supporting bills 
to extend the program. SJR31 also supports Congressional efforts to extend the program 
and is likely to pass the Alaska Legislature this session.

If that were to become a reality, the large population of veterans in Alaska would, more 
than likely, refinance their existing conventional mortgages into the tax-exempt rate 
offered under the VMP, saving them hundreds of dollars a year in interest costs.

AHFC strongly believes the Governor's legislation should be passed for these bonds to 
be approved at the next election in order to have the necessary authorization in place to 
continue this program.
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MEW ISSUE • F U L L BOOK-ENTRY RATINGS: Moody’s: Aaa
SitP: AAA 
Fitch IBCA: AAA

Subject to compliance by the Corporation with certain covenants designed to meet the requirements ofthe Inttrnol Revenue Code of 1380. at amended 
(the 'Code'), in the opinion afWohlfbrth, Vatsar. Johnson & Brecht, P.C.. Bond Counsel, and Hawhms, Oetafietd St Wood, Special Tax Counsel, under 
existing statute} and court decisions, tt) interest on the 1999 Bonds lets defined below) is not included in prose income for federal income tax purports; 
(11) interest on the Subserici A-l <Non-AMT) Bond* (a* defined below) u  not treated as a preference item for purposes of calculating the alternative 
minimum tax imposed undcrthe Code with respect to individuals and corporations; hoetc<tci. such interest is included in calculating Iht"adjusted current 
earnings" of certain corporations for purposes of calculating the alleninttue m inim um  tax imposed on such corporal ion*; and (lii) interest on IheSubseries 
A-2IAMT) Bonds (as defined belawl is treated as a preference item for purpose* of calculating the alternative minimum tax imposed under the Code with 
respect lo individuals and corporations In ihe opinion of Bond Counsel, under existing laws, interest on the 1999 Bonds is exempt from taxation by the 
Stoic of Alaska except for inheritance and estate taxes and taxes of transfers by or 111 anticipation of death. Bond Counsel and Special Tax Counsel express 
no opinion regarding any other tax consequences relating to Ihe Ownership or disposition of, or the accrual or receipt of interest on. the 1999 Ronds, See 
-FEDERAL INCOME TAX MATTERS' herein

$110,000,000 
A L A S K A  H O U S IN G  F IN A N C E  C O R P O R A T IO N  

C o lla te ra liz e d Bonds, 1999 F ir s t Series (V e te rans M o rtg a ge P ro g ram )
$46,095,000 Subserice A - l  (Non-AMT)

$63,905,000 Subseries A-2 (AM T)
Du*: Jun, 1. u  nhown beltr*

A l a s l d ^ k .  
H o u s i n qftrgA+Cf

Dated: October 1. lfW
The Al**ko Houunjz Ftnanfti Corporation (the Corporotlon") will initially iaaue lit Col lateral i*cd Bond*, 19W Firav Eerie* iVvicron* M o n filt Program). Sufocrif.t 

A*I (Non-AMT! (the "Subterio A.I (Non-AMT/ Bond*- ]. and CollaleraJurd Bcndt. 1999 F im  Senti (Veteran* M o r i^ r  P r S u b a e n e i  A*2 (AMT) (the ’5u b n n w  A-2 
(AMTj Bondt" and. u>p:hf r with the Bubrenr* A-l (Non-AMTJ Bond*, the "19W Bond*') in book-entry form only. rtfliured  in the name of Cad* Is Co., u  nominee of The 
Depottioiy Truat Company PDTC-’*), N?w York. Nr* York, which will act ** yeevntm dofweivory of the 1999 Bond*. Indi vidua) purcham of the 1999 Bund* will be mada in 
the principal rvmount of86.000, or integral m Joplr» thereof within astngJe nuiurli)-. and will be in book-tniry form only. Beneficial Owner* lot defined herein! will net recoin* 
caruflcaw* representing1 (iwir ownmhip of the 19W Bonds.

The 1999 Bond* '/R! be primarily accurtd by Program Obligation* tmliaiJy coniflling of convenrionol, unde-family midcnUaJ mongoge loan* that are either guaranarrd 
by rhr Department of Veteran.* AJToirx or meurtd by the Federal Houamg Administration (the “Morvjice Loana'I and vcunua* backed by Mortgage Laao* (“Mortgage Certifi­
cate#*). The Morlgugr Cmrficatea '*nJI be iMucd or gu*runtcvd by GNMA. FNMA or FHLhlC U* defined hcnon) and will be held by the Truilac. The 199V Bonda will ol«n 
b® w-eurcd by the Pledfod Revenue* and by all jhmii held in any Rind or account «-»Lobl>*hcd under tbe Indenture. The ?4or\gugt Loan* *tJI consin of Mortgage loan# that 
A t Corporation has puiTfaaxcd or wdl purcbtjv from qualifying Irndmf wuuution* located in the SUic of Alaika (bet originated $uch Mort|ugc l^ene (the "Purthajed 
Mortgage Loan*'!, See ‘'THE PROGRAM OBLIGATION FUND -  The Special Mortgage Loan Purchue Program“ htrcio. Each Mortgage Loan *nJl be xcurr-d by a Hr*t 
mortgage lien on residential property located in the 3live of AJaiLn.

InL-rrn on the 1999 Bondi «dU bepay»bJron each June 1 and December 1, commencing on June i 2000. Principal of all 1999 Bondeit payable at theenrporott truat 
ofTioe of U.S. Bank T ruu National A tw ation. the Trualet, at maturity or upon earlier radempuon T lx  1W  »oud* a r t  eubject to redeaaphoa, lAdtuUng r#de«pUoci 
at par, p n o r  to m aturity  ufldar certain  ronditieaa m  oat forth  hera in  under the caption “ DESCRIPTION OF THE 1999 BONDS.**

/  PnnapaJ cm* and m irrn i OP the i 999 Bond* are uncendiwonally cuaronueod by the S u tr of Abuka. J ?

 ------  MATURITIES, PIUNCEPAL AMOUNTS AND DOXREST RATES

$49,096,000 
S ubacrtn  A-l (Son-AMT) Botuk

$7,685,000 Sub-enec A-l (Non-AMT) Scnal Sonde

Due Principal iotenwt Dae P risc ipa l lMter«ft Dvw Prteclp*) I n t e n t
June  I

J001
Amount
wan.ooo

Rate
J 30*

Ju n e  1
2006

Am nunc. 
<050,000

JUte
6.00*

June  I 
2011

A * m s (
S67J.OW 5.50*

2Q Vs! 37COCO <J0 2007 470,000 5.10 2012 e jo.ooo 0.60
7001 390.000 d.’O 2V» <95.000 0.20 2013 S-6.000 570
2001 ■410.000 46b 2000 52Q.0C0 5.90 20)4 6*6 000 5 80
2005 230.000 •*.» 2010 645.000 5.40 2015 726.000 590

16 310.000 b.CXW Subacrifc A-i (Non-AMTi Term 8ond» due June 1. 2021 
$12,315,000 6.10̂  Subaene* A-l (Non-AMT) Term Baade due Jun# i. 2030 
I20.765.0UO 013* SubKnei A-l (Non-AMT) Trrm Bond* due June 1.2059

10J.IM5.OOO 
S'ubaeHaa A 2 (AMTl JSunda

<10.390,000 Subiana* A-2 IaMT) Serial Bonds

Due Principal l u tm i l Doe Principal l a t i r a i t Due P rincipal 1*1 crcet
JtUiC 1 Rato Jug*- 1 Amount R alr Jan e  I A aouat Rate
2001 $«W.000 4 400 2006 1005.000 0.10*5 2011 1760.000 5.005
2002 505.000 4.W 2007 633.000 320 2012 « 0.000 3.70
2003 525.000 4 JO 2009 005,000 5̂ 0 2013 660 000 5 00
TOW 060 000 4.90 2009 700,000 5.40 2014 93U.OO0 3.90
2005 573.000 600 2010 740.000 5.00 2015 906.000 6.00

17 290.000 6 15* Subicne* A-2 (AMT) T ern  Bomi* dur Jur.c 1.2021 
S 19,575.000 6.20T Subaeriee A-2 (AMT) Trrm Bondi due JvL*>3 I. 2031 
$20 050.000 0.23* Subeenee A-2 (AMT) Term Bondi due June 1. 203V

Price of all 1V99 Doodv 100T 
(pluA accrued Diwreat)

If cerium condition' arc ^et. (he Corporation mny n tu t additional bond* (ihr*Addmont>l Bondt"; together ̂ i(h (hr 1999 the “Bondt' • on a parity **nh the 1999
Bond*. St« -3SCUR)TT FOHTHE i .999 DON 1)5 -  Additional Bundv’

1*1 i£  CORPORATION H as NO TAXING POWER- THE BONDS .a re  CKNEHaL o n i JGATIONS OF THE CORJ'OILATJON FOR WHICH i t s  FULL FAITH a n d  
CREDIT ARE PLEDGED. SUBJECT TO AGREEMENTS MADE AND TO f)£ MADE WITH THE HOJ.DER5 OF OTHER OBUGATIONS OK THE CORPORATION 
PLEDuH u  PAATJCULaK RE\*ENUES aND ASSETS NOT PU’.DGEDTO THE BONUS AND TOTlir. EXCLUSION OF MONET IN THE CORPORATION'S HOUSING 
DEVELOPMENT FUND.

The 1VW Bond$ are offered ^hvn. ua and if i**ued. lubjrtt to the approval of IiroJiIv by Wohlforlh. Vu.wur, Johnwn & Brteht. P C.. Ancharaftr. AlefKn. B«ynd Couniei 
•Ad (0 the tcnfirmauoil ofirrU in U i mutior* by Wohifcrlh. V..var, Johnwn 4 Bnrciit P C. and by DelaDeld it Wikkj. Nrw York, Nfw Yota. Speciul Ta» Coonicl

It i* capraed tnei the 1999 Dondr in definitur form wiI) be avulable fur drhvrry throueh (he faciliUea of DTC m New York New V k on *>r about October 28, 19-/V

lX(ur-rr 13. 19W M E R R IL L  L Y N C H  & CO .



jb i tn ey
From : Dan Fauske [dfauske@ahfc.state.ak.us]
Sent: Wednesday, April 03, 2002 11:36 AM
To: 'JOHN BITNEY'
Sub ject: FW: Alaska Housing Finance Corporation

 O r ig in a l  Message-------
From: Moody's In v e s to rs  S e rv ice  [mailto:epi@moodys.com] 
Sent: Tuesday, March 19, 2002 1:30 PM 
To: dfauske@ ahfc. s t a t e . a k . us 
S ub jec t:  A laska Housing Finance C orporation

MOODY'S ASSIGNS Aaa RATING TO $50 MILLION ALASKA HOUSING FINANCE CORPORATION 
COLLATERALIZED BONDS 2002 FIRST SERIES (VETERANS MORTGAGE PROGRAM)

NEW YORK, March 19, 2002 — Moody's In v e s to rs  Serv ice  has a ss igned  the  
r a t in g
of Aaa to  th e  $50 m i l l io n  Alaska Housing Finance C orpora tion  C o l l a t e r a l i s e d  
Bonds, 2002 F i r s t  S e r ie s  (Veterans Mortgage Program). This r a t i n g  r e f l e c t s  
Moody's view o f the  s tro n g  f in a n c i a l  co n d i t io n  of the  bond program and th e  
C orpora tion , and the  sound loan  p o r t f o l i o .  Proceeds from th e  c u r re n t  bond 
i s su e  w i l l  be used to  fund s in g le - f a m i ly  mortgage loans  f o r  v e te ran s  in  th e  
S ta te  of A laska. The 2002 Bonds a re  General O b lig a tio n s  o f  AHFC and the  
S ta te
of Alaska and w i l l  be p r im a r i ly  secured  by s in g le - fa m i ly  r e s i d e n t i a l  
mortgage
loans t h a t  a re  e i t h e r  g u a ran tee s  by the  Department of Veterans A f f a i r s  or 
Rural Housing Serv ice  or in su re d  by the  Federal Housing A d m in is tra t io n  or 
p r iv a te  mortgage in su ran ce .  The bonds a re  the  t h i r d  is suance  under th e  
C o rp o ra t io n 's  t r u s t  in d e n tu re  da ted  October 1, 1999 and a re  on p a r i t y  with 
approx im ate ly  $180 m i l l io n  in  o u ts tan d in g  bonds. The ou tlook  fo r  the  bond 
program i s  s t a b l e .

Moody's b e l ie v e s  th a t  the  p rogram 's  s tro n g  i n i t i a l  f i n a n c i a l  p o s i t io n  i s  
expected to  be m ain tained  due to  la rg e  in fu s io n s  of C orpora tion  funds. The 
C orpora tion  w i l l  fund a 2% deb t s e rv ic e  re se rv e  and a minimum 10.7% 
o v e r c o l l a t e r a l i s a t i o n  re s e rv e  (OCR) fo r  t h i s  i s su e  from u n r e s t r i c t e d  funds 
of
the C o rp o ra t io n .  These c o n t r ib u t io n s  b r in g  th e  e f f e c t i v e  program 
a s s e t - to - d e b t
r a t i o  up to  1.127, an amount s u f f i c i e n t l y  high to  a llow  the  program to  
absorb
s i g n i f i c a n t  lo s s e s  due to  loan d e f a u l t s .  While th e  ea rn in g s  o f  th e  OCR are  
not
re q u ire d  to  be re ta in e d  w ith in  the  program, the  investm ent income d e rived  
from
the debt s e r v ic e  re se rv e  c o n t r ib u t io n  coupled with ioan revenues should 
allow
the  program f in a n c i a l  p o s i t io n  to  experience  sound growth throughout i t s  
l i f  e .

We a lso  f in d  a d d i t io n a l  s t r e n g th  in  t h i s  bond program d e r iv ed  from the  Aa2 
ra ted  g en e ra l  o b l ig a t io n  pledge of the  C orpora tion . The C o rp o ra t io n ' s 
f in a n c ia l  p r o f i l e  i s  amongst the  s t ro n g e s t  of a l l  s t a t e  housing agencies  
nationw ide and Moody's expec ts  i t  to  remain so fo r  the  near fu tu r e .  The 
C o rp o ra t io n 's  $1.7 b i l l i o n  combined fund balance  as a percent, o f bonas 
ou ts tan d in g  i s  c u r r e n t ly  57.24%. C o n s is ten t  net revenue s t r e n g th  over the
Del S t l
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few years p a r t i c u l a r l y  w ith in  the  genera l account have allow ed the  
Corporation
to  continue t h i s  s t ro n g  growth path no tw ith s tand ing  some o th e r  o u ts tan d in g  
r i s k s  to f i s c a l  s t a b i l i t y .

The C o rp o ra t io n 's  l a r g e  and d iv e rse  management s t a f f  p ro v id e s  a sound base 
to
manage i t s  $4.7 b i l l i o n  of a s s e ts .  At approxim ate ly  310 s t a f f  members, among 
the l a r g e s t  n a t io n w id e ,  the  Corporation i s  f u l l y  capab le  o f managing the 
r i s k s
inheren t in  running  a housing agency. Of p a r t i c u l a r  n o te ,  th e  C orpora tion  
employs a s e p a r a te  I n t e r n a l  Audit department to  m a in ta in  a d d i t io n a l  
overs igh t
of a s s e t  and f i n a n c i a l  management. A d d it io n a lly ,  C o rp o ra t io n  s t a f f  p u b lish e s  
high q u a l i ty  and d e t a i l e d  d is c lo s u re  fo r  investm ent s u r v e i l l a n c e  p rov id ing  
g re a te r  in s ig h t  i n t o  C orpora tion  o p e ra t io n s .

Moody's has de te rm ined  t h a t  the  l i k e ly  combination o f in su re d ,  guaran teed  
and
low lo a n - to -v a lu e  (LTV) loans in  the  p o r t f o l i o  p ro v id e s  a sound a s s e t  base 
fo r
the  program 's f u tu r e  perform ance. As of December 31, 2001, 50% of the  
previous
ve terans  programs lo an s  have been covered by f e d e r a l  g u a ra n tee s  from the 
Veterans A d m in is t ra t io n ,  p rov id ing  a secure b a r r i e r  from ex ce ss iv e  lo s s e s  
due
to  loan d e fa u ? -s .  An a d d i t io n a l  23% of the  p o r t f o l i o s  a re  u n insu red  loans 
with
LTV's below 8 j % m i t ig a t i n g  the  p o te n t ia l  fo r  l a r g e  loan  lo s s e s .  The 
remainder
of the  loans a re  d iv id e d  between high q u a l i ty  p r i v a t e  mortgage in s u r e r s  
(20%)
and the F ede ra l  Housing A d m in is tra tion  Insurance  (7%) . In l i g h t  of p a s t  
Veterans Programs o f  th e  C orpora tion , i t  i s  expec ted  t h a t  th e  remaining 
loans
to  be o r ig in a te d  under t h i s  s p e c i f i c  program s h a l l  r e t a i n  a s im i la r  
com position .

The bonds a re  a l so  g u a ran teed  by the  S ta te  o f  A laska, which i s  c u r r e n t ly  
ra te d
Aa2. However, the  c u r r e n t  Aaa r a t in g  assignment on th e  2002 bonds i s  
independent o f  t h i s  g u a ran tee .

The Alaska Housing Finance Corporation i s  a n o n -s to ck ,  p u b l ic  c o rp o ra t io n  
and
government i n s t r u m e n t a l i t y  of the  S ta te  of Alaska e s t a b l i s h e d  fo r  the  
purpose
of p rov id ing  r e s i d e n t i a l  mortgage lean  f in an c in g  f o r  i n d iv id u a l s  of low to  
moderate income. As o f  June 30, 2001, the  Cc p o ra t io n  had $3.0 b i l l i o n  o f  
debt
o u ts tan d in g ,  n e a r ly  a l l  of which i s  ra te d  by Moody's.

OUTLOOK:

The outlook fo r  the  program and the C orpora tion  g e n e ra l  o b l ig a t io n  r a t in g  i s  
c u r r e n t ly  s t a b l e .

Key Facts (As of June 30, 2001):

Type of O b lig a t io n :  G eneral O bliga tion  of the  C o rp o ra t io n  

P a r i ty  bonds o u ts ta n d in g :  $180 m il l io n  

Corporation  combined fund balance: $1.7 b i l l i o n

C o rp o ra t io n  com b ined fu n d  ba la nce  as a % o f  bonds o u ts ta n d in g :  57.2%

2



C orpora tion  u n r e s t r i c t e d  genera l account ba lance : $537.4 m il l io n

C orpora tion  u n r e s t r i c t e d  genera l account ba lance  as a % of bonds 
o u ts ta n d in g :
17.8%

C orpora tion  n e t  o p e ra t in g  revenue as a % of g ross o p e ra t in g  revenue: 27.37%

ANALYSTS:
Paul Nolan, A n a ly s t ,  Public  Finance Group, Moody's In v e s to rs  S erv ice  
F lorence Zeman, Backup Analyst, Public  Finance Group, Moody's In v e s to rs  
S erv ice

CONTACTS:
J o u r n a l i s t s :  (211 553-0376
Research C l i e n t s :  (212) 553-1625
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FISCAL NOTE

2 0 0 2  L E G I S L A T I V E  S E S S I O N  Bill Version: HB 382
() Publish Date: _____

STATE OF ALASKA  Fiscal Note Number: ______

Revis ion Dale/Time (Note if correction!:__________________ Depl. Affected] Public S a fe ty
Title An Act relating to the evaluation and__________BRU AST_D etachm en ts_____
clean u p  of s i te s  w h ere  controlled s u b s t a n c e s  . . . ____________ Component A ST  D etach m en ts_____
S p o n s o r  R e p re se n tat iv e  G u e s s ___________________ ___________________________
R e q u e s t e r  H ouse R e s o u r c e s  Committee______________ Component No. 2325

Expenditures/Revenues__________________________________(Thousands of Dollars)____________
Note: Amounts do not include inflation u n le ss  otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2 005 FY 2 006 FY 2007 FY 2008
P e rso n al  S e r v ic e s  
Travel 
Contractual 
Su p plies  
Equipment 
Land & Structures 
Grants & Claims 
M iscellaneous

0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN R EV E N U E S ( ) |
FUND S O U R C E __________________________________ (T ho u sand s of Dollars)
1002 F ed eral  R e ce ip ts
10 0 3  GF Match
1004 GF
10 0 5  GF/Program R e ce ip ts  
10 3 7  GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E s t im a te  o f  a n y  c u r re n t  y e a r  (FY2002) c o s t :  0.0
C h e c k  th is  b o x  (X) if f u n d in g  fo r  t h i s  bill i s  in c lu d e d  In th e  G o v e r n o r 's  FY 2003 b u d g e t  p r o p o s a l :  

POSITIONS _____
Full-time
Part-time
Tem porary

A N A L Y SIS:  (Attach a sepa'ate paqo it necessary)

This bill will have no fiscal impact on Ihe Department of Public Safety.

P .e p a r e d  by: 
Division
A pproved by: 
A g en cy

LI. Julia  Grimes P h o n e  2 6 9 -4 5 3 2
Division of A laska  S t a l e  Troopers Dale/Time 2/27/02 3 4 9  PM
C om m issioner  Glenn Godfrey D ale  2/27/2002
Department of Public S a f e ly

9l200t OMB) Page 1 of_1___



FISCAL NOTE

2 0 0 2  L E G I S L A T I V E  S E S S I O N  Bill Version: HB 3 8 2
() Publish Date:______ _____

STATE OF A LASKA  Fiscal Note Number: ______

Revis ion Data/Tim e (Note if correction):__________________ Dept. Affected: Environmental Conservation
Title An Act Relating lo C lean n  of Illegal Drue S i te s  BRU Environmental Health________
___________________________ __________________Com ponent Laboratory S e r v i c e s _________
S p o n s o r  R e p re se n tat iv e  G u e s s ___________________  _______________________
R e q u e s te r  House R e s o u r c e s  Committee______________ Com ponent No. 2 0 6 5

Expenditures/Revenues_________________________________ (Thousands o f Dollars)____________________
Note: Amounts do not include inflation unless  o therw ise  noted below.
OPERATING EXPENDITURES FY 2 0 0 3 FY 2004 FY 2 0 0 5 FY 2 006 FY 2007 FY 2008
P erso n al  S e r v i c e s  
Travel 
Contractual 
Supplies  
Equipment 
Land & Structures 
Grants & Claims 
M iscellaneous

0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

10.0 0.0 0.0 0.0 0.0 0.0
2.0 2.0 2.0 2.0 2.0 2.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 12 .0 2.0 2.0 2.0 2.0 2.0

CAPITAL EXPENDITURES________

ICHANGEIN R EV E N U E S ( ) |
FUND SOURCE_________________________________  (T h o u sand s of Dollars)
1002 F ed eral  R eceip ts
1 0 0 3  GF Match
1004 GF
10 0 5  GF/Program R e ce ip ts  
1 0 3 7  GF/Mental Health
Other (Specify Type-Do not abbreviate)

0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0 .0 0.0 0.0

12 .0 2.0 2.0 2.0 2.0 2.0
0.0 0.0 0.0 0 .0 0.0 0.0
0.0 0.0 0.0 0 .0 0.0 0.0
0.0 0.0 0.0 0 .0 0.0 0.0

TOTAL 12 .0 2.0 2.0 2.0 2.0 2.0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (FY2002) c o s t :  0.0
C h e c k  th is  b o x  (X) if f u n d in g  for th is  bill i s  i n c l u d e d  in the G o v e r n o r 's  FY 2003 b u d g e t  p r o p o s a l :  

POSITIONS
Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Tem porary 0 0 0 0 0 0

A N A L Y SIS:  (Attach a separate paqe i(necessary)
The evaluation and cleanup process of illegal drug sites as proposed in this bill will require the 
Department to develop contaminated substance limits in regulation and guidelines for decontamination. In 
preparing this fiscal note, the Department has assumed that the expected number of contaminated sites 
requiring evalua‘ ion and clean up would be approximately 18 a year based on actual numbers of 13 sites 
last year and 25 ihe year before. Additionally, it is anticipated that Alaska can use standards and cleanup 
guidance documents from other states as templates.

Contractual costs of 10.0 would be incurred the first year to pay for regulation development, public notices, 
and production of the required guidance document.
Continued on Page 2
Prep ared  by: J a n i c e  Adair, Director_____________________________ P h o n e  (907) 2 6 9 -7 6 4 4
Division Environmental Health Date/Time 2/25/02 2 :49 PM
Approved by: Kurt Fredriksson - Deputy C o m m issio ner_______________  Date 2/25/2002
A g en cy  Department of Environmental C onservation___________
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ANALYSIS CONTINUATION
Continuation from Page 1
A  t e le p h o n i c  s u r v e y  o f  th e  p r iv a t e  l a b s  in th e  s t a t e  r e v e a l e d  th at  t h e r e  a r e  n o  l a b s  c u r r e n t l y  c a p a b l e  o f  
c o n d u c t in g  s o m e  o f  th e  a n a l y s e s  r e q u i r e d  u n d e r  this  le g is la t io n .  T h e r e f o r e ,  this  f i s c a l  n o t e  a s s u m e s  that  
t h e  d e p a r t m e n t ’s  c h e m i c a l  l a b o r a t o r y  will c o n d u c t  th e  r e q u ir e d  t e s t s .  L a b o r a t o r y  s u p p l i e s  c o s t  o f  2 .0  a r e  
in c lu d e d  to c o v e r  t h e  c o m m o d i t i e s  r e q u i r e d  for this  te s t in g .

F ISCAL NOTE

STATE OF A LASKA  B IL L  NO. HB 382__________
2002 LEG ISLAT IVE  SESSION

Line Item Description ______________FY 2002  FY 2003 FY 2004 FY 2005 FY 2006 FY2007

Persona l Services $0 $0 SO $0 $0 $0

Travel $0 $0 $0 $0 $0 $0

Contractual
• Regulations and Public 
Notice

• Guidance Document 
preparation and copying

Subtotal:

52.000

58.000 

$10 ,0 00

SO

SO

$0

SO

SO

$0

SO

SO

$0

SO

SO

$0

SO

SO

$0

Supplies
• Laboratory commodities 
(72 Samples)

$2 ,000 $2 ,000 $2 ,000 $2 ,000 $ 2 ,0 0 0 $2 ,000

Equipment $0 $0 $0 $0 $0 $0

Total $12 ,0 0 0 $2 ,000 $ 2 ,0 0 0 $ 2 ,0 0 0 $2 ,000 $2 ,000

Page 2 of 2
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WORK DRAFT WORK DRAFT WORK DRAFT

22-LS1105\L 
. Lauterbach

p\c=v\o-i
CS FOR HOUSE BILL NO. 3S2( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY
Offered:
Referred:

Sponsor(s): REPRESENTATIVE GUESS

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to the evaluation and cleanup of sites where certain  controlled 

substances may have been manufactured or stored; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF T H E  STATE OF ALASKA:

* Section 1. The uncodified law o f the State of Alaska is amended by adding a new section 

to read:

PURPOSE. The purpose o f  this Act is to provide a just, equitable, and practicable 

method, to be cumulative with and in addition to any other remedy provided by law, whereby 

property that endangers the life, safety, or welfare o f  the general public or occupants of the 

property because of toxic chemical contamination that may result from illegal drug 

manufacturing may be required to be decontaminated or vacated and secured against use.

* Sec. 2. AS 46.03 is amended by adding new sections to read:

Article 6A. Cleanup of Illegal Drug Sites.

Sec. 46.03.500. Notice of illegal drug m anufacturing site, (a) When a law 

enforcement officer, qualified under federal regulations to investigate and dismantle

-1-
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illegal drug manufacturing sites, determines that a site constitutes an illegal drug 

manufacturing site, the law enforcement agency that employs the officer shall notify 

the owner ofthe property and the department that the determination has been made.

(b) The notice to the property owner required under this section must include 

the following information:

(1) the parcel identification number and legal description o f  the 

property where the site is located;

(2) a statement of the determination made by the law enforcement 

officer that the site was an illegal drug manufacturing site and the findings that formed 

the basis for the determination;

(3) a citation to, and short summary' of, AS 46.03.510, which restricts 

transfer and occupancy of the site until it is determined to be fit for use; and

(4) the following information if it has been provided to the law 

enforcement agency by the department:

(A) a copy of the standards contained in regulations adopted 

under AS 46.03.530 that determine whether the property is fit for use;

(B) a copy o f the testing procedures established under 

AS 46.03.520(b) and a copy of the list of laboratories maintained under 

AS 46.03.520(c) that must be used for determining whether the property is fit 

for use; and

(C) a copy of the guidelines for decontamination established by 

the department under AS 46.03.540(b).

(c) The notice to the department required under this section must include

(1) the parcel identification number and legal description of the 

property where the site is located;

(2) a statement of the determination made by the law enforcement 

officer that the site was an illegal drug manufacturing site and the findings that formed 

the basis for the determination; and

(3) tne name and mailing address of the person who owns the property 

where the site is located.

Sec. 46.03.510. Restrictions on property, (a) Until determined to be fit for

CSIIIJ 382( ) -2-
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use under AS 46,03.550. the property for which a notice has been issued under 

AS 46.03.500 may not be use^ or occupied for any purpose or transferred, sold, 

leased, or rented to another person except as provided in (b) o f  this section and except 

as necessary for testing or decontamination under AS 46.03.520 and 46.03.540. An 

oral or written contract that would transfer, sell, use. lease, or rent the property in 

violation o f  this subsection is voidable between the parties at the option o f  the 

purchaser, transferee, user, lessee, or renter. However, this subsection does not

(1) make voidable a promissory note or other evidence of indebtedness 

or a mortgage, trust deed, or other security interest securing the promissory note or 

evidence o f  indebtedness, if the note or evidence of indebtedness, mortgage, trust 

c e e d . or other security interest was given to a person other than the person 

transferring, selling, using, leasing, or renting the property to induce the person to 

finance the transfer, sale, use, leasing, or rental o fthe  property;

(2) make voidable a lease or rental agreement between the property 

owner and the person who caused the property to be contaminated and determined 

unfit for use; or

(3) impair obligations or duties required to be performed on 

termination of a contract, as required by the contract, such as payment of damages or 

return of refundable deposits.

(b) Notwithstanding (a) of this section, property covered by (a) of this section 

may be transferred or sold if full written disclosure is made to the prospective 

transferee or purchaser that the property has been determined to be an illegal drug 

manufacturing site and the property has not been determined to be fit for use. The 

disclosure shall be attached to the earnest money receipt, if  any, and shall accompany 

the transfer or sale document. The disclosure is not considered to be pait o f  the 

transfer or sale document, however, and may not be recorded. The property shall 

continue to be subject to the restrictions in (a) o f  this section after transfer or sale 

under this subsection.

(c) A person who knowingly uses, transfers, sells. leases, rents, or occupies 

property in violation o f  this section is guilty o f  a class A misdemeanor. In this 

subsection, "knowingly" has the meaning given in AS 11.81.900(a).

L
-3-
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Sec. 46.03.520. Testing procedures, (a) If the owner of the property for 

which notice was received under AS 46.03.500 desires to determine if  the property is 

fit for use, the owner shall cause the site to be tested for the substances specified in 

AS 46.03.530, using the procedures and laboratory services specified under (b) and (c) 

of this section. The properly owner shall inform the laboratory used for a test under 

this subsection that the test is related to property that has been determined to be an 

illegal drug manufacturing site.

(b) The department shall establish procedures for testing property that may 

have been an illegal drug manufacturing site.

(c) The department shall establish and maintain a list of laboratories in the 

state that have the capacity to perform the testing procedures and have notified the 

department that they wish to be on the list maintained under this subsection. A 

laboratory may not be included on the list unless the laboratory agrees to send the 

department a copy o f test results related to properties whose owners have informed the 

laboratory that the test results arc for property that has been determined to be an illegal 

drug manufacturing site.

Sec. 46.03.530. S tandards for determining fitness, (a) Property for which a 

notice was received under AS 46.03.500 is not fit for use if  a test of the property 

shows the presence of one of the following substances above the limit set by the 

department for that substar.ee: lead, mercury, methamphetamines, and volatile organic 

compounds.

(b) The department shall adont regulations that set the limit for each substance 

listed in (a) o f  this section for purposes of determining whether the property for which 

a notice was received under AS 46.03.500 is fit for use.

Sec. 46.03.540. Decontamination requirements, (a) If the owner desires to 

decontaminate the property for which a notice has been issued under AS 46.03.500, 

the owner shall follow the guidelines established by the department under (b) of this 

section.

(b) The department shall establish guidelines for decontamination of sites that 

are determined to be unfit for use under AS 46.03.530. The department shall provide 

a copy of the guidelines to any person who requests a ropy.

C S IIIi 382( ) -4-
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Sec. 46.03.550. Fitness for use. (a) Property for which a notice has been 

issued under AS 46.03.500 shall be determined by the department to be fit for use if 

the owner submits satisfactory evidence to the department that

(1) based on testing procedures established by the department under 

AS 46.03.520(b) and performed by laboratories that are on the list maintained by the 

department under AS 46.03.520(c), the limits on substances specified in AS 46.03.530 

are not exceeded on the property; or

(2) if the property was ever tested under AS 46.03.520 and the test 

results howed the property to be unfit for use under AS 46.,.0 ... . decontamination 

procedures were performed in accordance with the guidelines ^ablished under 

AS 46.03.540(b) and the requirements of (1) of this subsection have been met.

(b) The department shall maintain a list of properties for which the department 

has received notice under AS 46.03.500. When the department determines under (a) 

o f  this section that a property on the list is fit for use, ihe department shall remove the 

property from the list and noiif, die owner of the property that the property is fit for 

use. On request, the department shall give a copy of the list mainiained under this 

section to any person who requests the list.

Sec. 46.03.560. Securing the property. The owner o f property for which a 

notice was received under AS 46.03.500 shall ensure that the property is vacated and 

secured against use

(1) within four days after receiving the notice if the owner does not test 

the property under AS 46.03.520 within four days after receiving the notice; or

(2) withi l four days after receiving the ' t results if the owner tests 

the property within foui days after receiving the notice, the test shows the presence of 

a substance that exceeds the limits set in regulations adopted under AS 46.03.530. and 

the owner does not begin decontamination procedures under AS 46.03.540 within four 

days after receiving the test results.

Sec. 46.03.570. Duties of the department; regulations, (a) The department 

shall adopt regulations implementing AS 46.03.500 - 46.03.599.

(b) The department shall periodically review information related to 

decontamination o f illegal drug manufacturing sites to determine whether substances

WORK DRAFT WORK DRAFT 22-LS1105\L
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should  be ad d e d  to o r  d e le ted  from  A S  4 6 .03 .530 .  T h e  d e p a r tm e n t  shall  repo rt  w ri t ten  

findings to  the  g o v e rn o r  i f  the d ep a r tm en t  d e te rm in e s  that  a c h a n g e  sh o u ld  be m a d e  to 

the list o f  su b s tan ces  in A S  46 .0 3 .5 3 0 .  T he  g o v e rn o r  shall n o t i fy  th e  leg is la tu re  w h e n  

w ri t ten  f ind ings  have b een  m ad e  u n d er  th is  su b sec t io n  an d  p ro v id e  a  co p y  o f  the 

f indings to a leg is la to r  on  request.

Sec . 46 .0 3 .5 9 9 .  D e f in i t io n s .  In A S 4 6 .0 3 .5 0 0  - 4 6 .0 3 .5 9 9 ,

(1) "illegal d rug  m an u fa c tu r in g  site"  m e a n s  p ro p e r ty  on  w h ic h  there  is 

a reaso n ab ly  c lea r  poss ib il i ty  o f  c o n tam in a t io n  w i th  ch e m ic a ls  asso c ia ted  w ith  the 

m an u fa c tu r in g  o f  a con tro l led  su b s tan ce  and  w h e re

(A ) ac tiv ity  in v o lv in g  the  u n au th o r iz ed  m an u fa c tu re  o f  a 

co n tro l led  su b s tan ce  listed o n  sch ed u le  I o r  II in  A S  11.71 o r  any  p re cu rso r  

ch em ica l  for such  su b s tan ces  occurs;  o r

(B) there  are kept, s to red ,  o r  loca ted  an y  o f  the  d ev ices ,  

eq u ip m en t ,  th ings, o r  su b s tan ces  used  fo r the  u n a u th o r iz ed  m an u fa c tu re  o f  a 

co n tro l led  substance  listed on  sch ed u le  I o r  II in A S  11.71;

(2) "site" m ean s  an  illegal d ru g  m an u fa c tu r in g  site.

* See. 3. T he  u n co d if ied  law  o f  the St te o f  A la sk a  is a m e n d e d  by a d d in g  a  n e w  sec t io n  to 

read;

R E G U L A T IO N S .  T h e  D e p a r tm en t  o f  E n v iro n m en ta l  C o n se rv a t io n  m a y  im m e d ia te ly  

begin  to d ev e lo p  and  ad o p t  regu la t ions  to im p le m e n t  th is  A ct.  T h e  re g u la t io n s  take  effec t  

under A S 44 .62  (A d m in is t ra t iv e  P ro ced u re  Act).

* Sec. 4. T he  u n co d if ied  law  o f  the S ta te  o f  A la sk a  is a m e n d e d  by  a d d in g  a  n ew  sec t io n  to 

read:

C E R T IF IC A T IO N  O F  E F F E C T IV E  D A T E  O F  R E G U L A T IO N S .  T h e  l ieu tenan t 

go v ern o r  shall ce r t i fy  to the rev iso r  o f  s ta tu tes  the e f fec tiv e  d a te  o f  the initial regu la tions  

adop ted  b y  the D e p a r tm e n t  o f  E n v iro n m en ta l  C o n se rv a tio n  u n d e r  sec. 3 o f  this Act.

* See. 5. S ec t io n s  1 and  2 o f  this A c t take effec t  o n  the e f fec t iv e  date  o f  the  initial 

regu la tions  ad o p ted  b y  the D ep ar tm en t  o f  E n v iro n m en ta l  C o n se rv a t io n  u n d e r  sec. 3 o f  th is  

Act.

* Sec. 6. S ec t ions  3 a n d  4 o f  th is  A c t take  effec t  im m e d ia te ly  u n d e r  A S  0 1.10.070(c).
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a1^S K A  S T A T E  L E G I S L A T U 1

REPRESENTATIVE GRETCHEN GUESS

S p o n s o r  S t a t e m e n t  
HB 382

“ A n  A c t re la tin g  to the  eva lu a tio n  a n d  c lea n u p  o f  s ite s  w h ere  cer ta in  co n tro lled  
su b s ta n c e s  m a y  h a v e  been  m a n u fa c tu re d  o r  s to red . ”

Purpose
Currently Alaska has no standards or requirements for the clean up of illegal drug labs. HB 382 
sets standards for cleanup of illegal drug manufacturing sites to ensure the safety of future 
residents.

Background
Illegal drug manufacturing labs, such as “meth labs,” are rising in Alaska with seizures doubling 
in number from 2000 to 2001. Often these labs are in homes, apartments, and hotels where 
chemical contamination can pose a serious health hazard to future residents.

Currently Alaska has no standards or requirements for the clean up of illegal drug labs. Once law 
enforcement discovers an illegal lab it falls to the property owner to properly clean up the 
hazardous material. If this clean up is not done properly it could pose a serious health risk to 
future occupants of the property, especially children.

Solution
• HB 382 creates a simple system whereby law enforcement, once they have discovered a 

lab, will notify the property owner. Either law enforcement or the Department of 
Environmental Conservation (DEC) will provide the owner with materials developed by 
DEC. These materials will outline testing procedures and guideline limits for a number 
of dangerous chemicals that commonly contaminate illegal drug lab sites. In order to 
demonstrate the property is fit for habitation, the owner must provide test results showing 
the levels of contamination are below DEC set limits.

• HB 382 offers safeguards for future occupants of the property. Under this bill, the 
property owner may not allow the reoccupation or rental of the properly until it has been 
tested and shown to be below DEC set limits.

• IIB 382 requires full disclosure to any purchaser of the property if it was an illegal drug 
manufacturing site and has not been properly cleaned.
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(907) 465-3867  or 4 6 5 -2450  
FAX (907) 465-2029  
Mail S lop  3101

DIVISION OF L E G A L  AND R E S E A R C H  S E R V I C E S  
L E G I S L AT I V E  A F F A I R S  A G E N C Y  

S T A T E  OF A L A S K A S ta te  Capitol 
J u n e a u , A laska  99801 -1182  

D eliveries to: 129  6th S t.. Rm. 329

M E M O R A N D U M February 25, 2002

SUBJECT: Illegal Drug Sites (HB 3S2)

TO: Representative Gretchen Guess 
Attn: Maridon

FROM: Terri Lauterbach 
Legislative Counsel

You have requested a sectional summary o f the above-described bill.

As a preliminary matter, note that a sectional summary o f a bill should not be considered 
an authoritative interpretation o f the bill and the b ill itself is the best statement o f its 
contents. I f  you would like an interpretation o f the bill as it may apply to a particular set 
o f circumstances, please advise.

Section 1. Describes the purpose o f the bill.

Section 2. Requires testing o f property before continued use i f  a law enforcement officer 
has determined that the property was an illegal drug manufacturing or storage site. 
Declares that the property is unfit for use i f  it doesn't meet the lim its set by the 
Department o f Environmental Conservation for lead, mercury, methamphetamines, or 
volatile organic compounds. Requires decontamination, i f  done, to be done according to 
guidelines set by DEC. Specifies miscellaneous other duties for DEC and for the 
property owner.

TML:med 
02-207.med



A ®  S K A  S T A T E  L E G I S L A T U

REPRESENTATIVE GRETCITEN GUESS 

General In fo rm ation About Illegal D rug Manufacturing Labs and The ir Health Effects

No Requirements to Clean Up Illegal Labs
Illegal drug manufacturing labs, such as “meth labs,”  are rising in Alaska with seizures doubling 
in number from 2000 to 2001. Often these labs are in homes, apartments, and hotels where 
chemical contamination can pose a serious health hazard to future residents.

Currently Alaska has no standards or requirements for the clean up of illegal drug labs. Once 
law enforcement discovers an illegal lab it falls to the property owner to clean up the ha; ardous 
material. I f this clean up is not done properly it could pose a serious health risk to future 
occupants of the property, especially children.

Chemicals Used in the Manufacture o f Illegal Drugs
Illegal drugs such as methamphctamines can be made using many different chemical processes. 
Most of these include the use of metals (such as mercury and lead), explosives, acids, chemical 
salts and volatile organic compounds (VOCs). Exposure to metals and salts can cause 
respiratory irritation, decreased mental junction, anemia, kidney damage and birth defects. Lead 
and mercury are particularly hazardous. Exposure to VOCs may cause nose and throat irritation, 
headaches, dizziness, nausea, vomiting, confusion and breathing difficulties.

Many of the chemical agents used in the production of (meth) are caustic, corrosive, or create 
noxious and harmful fumes. The cooking o f these chemicals produces vapors which permeate 
the interior materials o f buildings, including sheet rock, carpets, and other porous surfaces.
These chemical residues continue to volatize from these reservoirs long after the laboratory is 
dismantled. This creates a potential for long-term exposure resulting in adverse health effects if 
a building is reoccupied without decontamination. Many o f the chemicals in illegal drug 
manufacture are known to be carcinogenic (cancer causing), mutagenic (an agent that can induce 
or increase the frequency of mutation in an organism), and teratogenic (causing malformations of 
an embryo or fetus) in animal and human studies.

General Impacts
Many of the contaminants present during mcth’s cooking process can be harmful i f someone is 
exposed to them. These contaminants can cause health problems including respiratory 
(breathing) problems, skin and eye irritation, headaches, nausea and dizziness. Acute (short­
term) exposures to high concentrations o f some o f these chemicals can cause severe health 
problems including lung damage and burns to different parts of the body. In extreme cases a 
child's entire respiratory system could shut down with acute exposure to meth fumes.

January-May: State Capitol • Juneau, AK 998C1-1182 • (907)465-2435 *> Fax (907) 465-6615
Junc-Dcccmber: 716 W. 4b Avenue • Anchorage, AK 99501* (907) 269-0120* Fax (907) 269-0122
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Impacts on Children
Children are more susceptible lo chemical hazards lhan adults because they grow rapidly, have 
higher metabolic rates, and have greater intake of food and water. They are also more likely to 
be exposed to contaminants on surfaces. Crawling or toddling children touch many surfaces and 
then put their dirty hands in their mouths.

Exposure to mclhamphetamine, heavy metals, and other ingredients used in meihamphetamine 
manufacture, and their residues, put children at risk for damage to the nervous system. Exposure 
of a developing nervous system to neurotoxins can be insidiously amplified as a child grows. 
Cells killed leave a gap in the total number of cells that make up the mature brain. Damaged 
cells that survive can pass on the deficit as they multiply. Damage to the developing brain can 
have greater effect than the same exposure once development is complete (as in adults).



A ® S K A  S T A T E  L E G I S L A T U f t

REPRESENTATIVE GRETCHEN GUESS

Questions Relating To MB 382

"An Act relating to the evaluation and cleanup o f  sites where certain controlled  substances may
have been m anufactured or stored. "

Questions:

1. Why doesn’ t a property owner have to clean up the site regardless o f whether or 
not they intend to rent or sell?

We want to lim it the role of government intrusion. What i f the person doesn't have 
any money; the person has a debilitating disease and can’ t afford to clean it up? 
We’ re saying i f you want to do something with it you must clean it. I f not, then its 
not required at this point. Our concern is the threat to public safety -  it ’s not 
dangerous if no one is allowed in it. I f vou don’ t clean it up, then you won’ t be 
allowed to have people in it.

2. Is disclosure o f chemicals already required?

No. This is an issue that has not been addressed until now.

3. Why DEC?

DEC is the agency most capable o f integrating it into their current program. They 
already have systems in place for testing and setting standards. I f it were routed 
through KSS a whole new position would need to be created and most likely have a 
much higher cost associated.

4. What do Oregon and Washington have in place?

OR and WA both fund this program through HSS, but they have fu lly funded
positions. It would cost a lot more to emulate their system. OR is operated on the 
state level -  WA operated on the local level (although WA told us they wished they 
had it at the state level due to poor execution). In Alaska local governments don’ t 
have the expertise for testing.

Jamiary-May: Stale Capitol • Juneau, AK 99801-1182 • (907) 465-2435 • Fax (907) 465-6615
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Cmtnje P. Wuerch. 
Mot/or Chid

February 27, 2002
Dear Representative Guess,

The Anchorage Police Department Metropolitan Drug Unit strongly supports House B ill 
Number 382, an Act relating to the evaluation and cleanup o f sites where certain controlled 
substances may have been manufactured or stored.

This B ill addresses the very serious problem law enforcement has encountered o f unwilling 
or unknowing landlords, home and motel owners who after, a toxic clandestine dnig laboratory is 
seized from their property, do not care or don’ t know the proper guidelines to ensure that their 
particular location is safe for occupation.

This Legislation w ill no doubt protect the health and enrich the life o f the citizens o f the 
State o f Alaska.

Lieutenant Dave Hoffman 
Anchorage Police Department 
Commander, Metropolitan Drug Unit

Endorsements:

Anchorage Police Department 
Supervisor Metropolitan Drug Unit

Detective Kurt Komchuk
Anchorage Police Department
DEA Task Force/Clandestine Laboratory Coordinator

Cc: Resources Committee Co-Chair Beverly MaseK
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M ayor

C it yo fW asilla

290 E. Hernin? Ave.
WasiUa. .Alaska 99654-7091 
Phone: (907) 373-9055 
Fax: (907) 373-9096

March 1. 2002

The Honorable Gretchen Guess 
Alaska House o f Representatives 
State Capitol, Room 112 
Juneau, AK 99801-1182

Dear Representative Guess:

Thank you for the opportunity to comment in support o f House Bill 382, relating to the 
evaluation and cleanup o f sites where certain controlled substances may have been 
manufactured or stored.

There has been an alarming increase in methamphetamine use and production in the Mat- 
Su Valley, as well as all over the State, and there are currently no guidelines in place to 
assist property owners and the general public in cleaning up former meth lab sites. 
Exposure to the chemicals and contaminants left behind when a meth lab is shut down 
can cause serious health problems to future occupants.

We need to find a way to ensure the safety o f future residents and provide guidelines for 
properly owners and landlords to properly clean up the hazardous material resulting from 
illegal drug manufacturing. As President ofthe Alaska Conference o f Mayors, 1 also 
assisted in passing o f Resolution 2002-0S. “ A Resolution lo Support Efforts to Combat 
the Use o f Illegal Drugs in Alaskan Communities” (attached). 1 wholeheartedly support 
MB 382.

Sarah Palin 
Mayor o f Wasilla

cc: Rep. Beverly Masek, Co-C'hair 
Resources Committee

Enclosure



Alaska Conference of Mayors
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26 February 2002

The Honorable Gretchen Guess 
Alaska House o f Representatives 
State Capitol. Room 112 
Juneau, AK 99801-1182

Dear Representative Guess:

Thank you for the opportunity to support HB 382, relating to the evaluation and cleanup o f 
illegal drug manufacturing sites. The Alaska Municipal League and the Alaska 
Conference o f Mayors encourage all efforts to address the growing problem o f illegal drug 
use, including the manufacture o f controlled substances. We are enclosing Alaska 
Municipal League/Alaska Conference o f Mayors Resolution 2002-08, “A  resolution to 
support efforts to combat the use o f illegal drugs in Alaskan communities.”

As you know, there are currently no regulations in place to address the process o f 
decontamination at these highly volatile sites. We applaud your effort in creating a more 
accountable cleanup procedure.

Thank you for your continued interest in Alaska's municipalities. I f you have any 
questions about this or any other municipal issue, please let me know.

Executive Director 

Enclosure

cc: Representative Beverly Masck, Co-Chair
Representative Drew Scalai, Co-Chair 
House Resources Committee

M em ber of th e  N ational L eag u e  of C ities an d  th e  N ational A sso c ia tio n  of C o u n tie s
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217  S eco n d  S tree t, Suite 200  « J u n e a u . A laska 99801 * Tel (9 0 7 )5 8 6 -1 3 2 5 , Fax (907)-463-5480

RESOLUTION 2002-8

A RESOLUTION TO SUPPORT EFFORTS TO COMBAT THE USE OF ILLEG A L
DRUGS IN ALASKAN COMMUN IT IES

WHEREAS, the Alaska Municipal League recognizes the der.ructive nature of illegal drugs on the 
citizens of Alaska; and

WHEREAS, the illegal use, manufacturing, and sales of illegal drugs is a growing and serious 
societal ailment, especially the most recent trend in illegal methamphclamine drug use, as well as 
other illegal clandestinely produced substances; and

WHEREAS, the Alaska Municipal League recognizes not only the human destruction, but also the 
economic devastation, property damage, and environmental disasters that can be brought to a 
community by illegal clandestine laboratory facilities; and

WHEREAS, the law enforcement agencies of Alaska, including local, state, and federal entities, 
all recognize the seriousness of the situation and hope to gain support in combating the potential 
devastation that could be visited upon Alaska; and

WHEREAS, the support of the Alaska Municipal League and the individual Mayors is vital to 
gain widespread support for law enforcement efforts to combat the growing methamphetamine 
problem and support within communities to educate citizens through organized community 
programs, school programs, and local media; and

WHEREAS, it is recognized that the success of any meaningful program related to illegal drugs, 
whether education or enforcement, lies in a multi-disciplined approach towards addressing the 
problem; and

WHEREAS, the Alaska State Legislature needs to be aggressive in addressing the seriousness of 
the illegal clandestine laboratory activities through adopting statutes specific to these types of 
crimes, enhanced sentencing guidelines, and funding.

NOW, THEREFORE BE IT RESOLVED, by the Alaska Municipal League that, members, as a 
group and as individuals will support the entities involved with investigating and prosecuting 
individuals involved in the illegal manufacturing, sales, and use of controlled substances produced 
in clandestine laboratory facilities, and will support the entities involved in providing education 
and training to the citizens of the State of Alaska to help combat the problem.

BE IT FURTHER RESOLVED, that the Alaska Municipal League supports any elTorts to 
substantially increase penalties for those who operate clandestine illegal substance laboratories 
particularly in cases where minor children could be impacted.

M em ber of th e  N ational L eag u e  of C ities and  th e  N ational A sso c ia tio n  ol C o u n tie s
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Date: 02^28/02

The Honorable Gretchen Guess 
Alaska House o f Representatives 
State Capitol, Room 112 
Juneau, AK 99801-1182

Dear Representative Guess:

I have read with interest the Sponsor Statement for HB 382. I was the Wasilla Chief o f 
Police when “Meth Labs” first started to become a problem here in the Mat-Su Borough.

I educated myself about meth labs by calling and visiting other states where meth had 
acquired a foothold. In areas where the meth problem was not addressed there have been 
huge health and economic problems affecting whole communities.

I support HB 382 and thank you for your proactive stance. This bill w ill have a positive 
effect on those responsible for setting standards and providing guidelines to protect future 
residents from health hazards and landlords from liability suits.

HB 382 helps to set a high standard for the quality o f life we desire here in Alaska and I 
thank you for your sponsorship in this endeavor.

Sincerely,

Charlie Fannon

cc: Rep. Beverly Masek, Co-Chair 
Resource Committee



Municipality
of

Anchorage

P.O. Box 196650 
Auchorogc. Ala6laL 99oi9-6650 
Telephone: (907) 343-4431 
Fas: (5)07) 345-4499
http://w-«-v,-.ci.HTichoiR{'C .olc.ua

George P. Wuvrch, M ayo r

o F i rc.r. o r  T iir , m a y o r

February 28, 2002

Representative Gretchen Guess 
Alaska State Legislature 
State Capitol 
Juneau, Alaska 99801

Re: HB 382

Dear Representative Guess,

As you know, there has been a proliferation of illegal drug manufacturing 
laboratories in the state recently.

These labs are often located in residential settings, homes, apartments, and 
hotel rooms. Because they employ the use of highly toxic and hazardous 
material In the manufacturing process, they pose a serious health risk to future 
property occupants.

HB 382 addresses this problem by setting up a notification and cleanup system 
and provides a process designed to ensure future tenants are protected from any 
hazards that may exist.

The Municipality of Anchorage recognizes this bill may Impose some additional 
expenses to property owners who have unknowingly rented to meth lab 
operators, but we believe that with reasonable cleanup guidelines, the safety 
concerns of future tenants outweigh the additional costs.

Thank you for recognizing this problem and offering a workable solution.

Sincerely,

Legislative Program Coordinator

http://w-%c2%ab-v,-.ci.HTichoiR%7b'C
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February 15,2002

Valley hotbed of meth activity, officials say 

By NAOM I KLOUDA-Frontiersman reporter

MAT-SU - Drug enforcement officials say there's an alarming increase in 
methamphetamine production in the Valley, but a little help from the public 
could see the problem stamped out.

Palmer’s District Attorney office received 54 new meth lab cases to 
prosecute this quarter, compared to Anchorage's 57 new cases for the same 
period, said Jack Smith, assistant district attorney.

"What we are seeing here is potentially an epidemic like in the Lower 48," 
said Mat-Su Drug Enforcement Unit Supervisor Patrick Davis. "Yet Alaska 
has the opportunity to take a pro-active approach and curb this by hitting it 
en masse."

The good news is that the epidemic has a cure - i f enough people are 
educated about meth production. It's not like the fad d:*ugs that are brought 
into the state, such as cocaine and ecstasy, Davis said. Making meth is 
dangerous.

Meth production creates toxic vapors and wastes that are so hazardous 
suspects are made to remove their clothing and don chemical suits for the 
ride to jail.

Drug unit officers undergo special training to make them aware of the
30,000 possible chemicals in the processes used to make meth. Davis is an 
Alaska State Trooper, yet he had to learn enough about molecules and the 
incompatibility of chemicals to make him a chemist.

The Alaska Legislature passed a law last year making meth production a 
class A felony offense, recognizing it as a worse crime, in fact, than using 
the drug. Possession or using meth is a class C felony crime. This gives 
judges the ability to sentence meth "cooks" to five-year presumptive terms, 
Smith said.

Methamphetamine was devised by the Nazis in Germany during World War

http://www.fronticrsman.com/arajfcfs/ind...ailiVdoc=/7002/Fcbruary/15-ll?3-ncws4.t.xt
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"It was given to soldiers to amp them up for battle," Davis said.

In the '60s, Davis said, meth began cropping up as "biker's dope" in 
California, among such groups as the Hell's Angels.

The drug can be ingested as a powder, by shooting up or smoking and gives 
an eight to 12-hour high that begins with a 30-40 minute rush. I f more meth 
is taken, the person can slay awake for three days. But after 72 hours the 
body starts shutting down, wanting to sleep. The ensuing deep sleep is like 
the person was knocked out by anesthesia. "You can't wake them up," Davis 
said.

"When the person wakes and craves more, the process starts again but he 
w ill reach a tweaking stage considered dangerous, when the body tries to 
shut down and the drug won't let it," Davis said.

A superhuman feeling similar to that given by LSD can result. Also, 
paranoia and other behavior makes the user dangerous to those around him 
and to officers trying to make a traffic stop or arrest.

Entering a place where meth is made involves an array of hazards. Drug 
officers involved with collecting evidence from meth labs in the previous 
decade suffered kidney and liver failure and damage to their lungs. Some 
died in explosions from entering rooms so charged with vapors that an 
electrical carpel-spark ignited fire.

The drug enforcement agency stepped in about 10 years ago, after 
Occupational Safety and Health Administration (OSHA) decided the only 
officers who should be handling the stuff used to make meth ought to be 
highly trained.

After a 1999 bust in Valdez, Davis said, the drug team had to wait a day and 
half for a vapor cloud to clear out before they could enter the home to clean 
up the hazardous chemicals.

|| Landlords who unknowingly rent to methamphetamine "cooks" find their 
I’ properly uninhabitable after the renter moves on, Smith said.

"The house becomes an environmental hazard," he explained.

The Valley has proven an attractive place to set up "Bcavis and Butthead" 
meth operations - small-time efforts for personal use and for sale to a few 
people. The wide open spaces between neighbors in the Valley grant more 
privacy, Smith and Davis said. The drug unit has busied larger meth 
operations, professionals who moved here from Fairbanks where they had 
previous meth convictions, and former pot growers who decided it's more 
lucrative to make meth than to wait 90 days for a marijuana crop.
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Officers found two meth operations in vans being driving around town. 
"They were cooking it on a stove or hot plate in the van, probably to avoid 
being delected by neighbors," Smith said.

To catch meth lab operators, drug enforcement officers depend on tips from 
the public. Neighbors might not realize the drug is being manufactured next 
door, but they notice the smell of bleach or starter fluid - strong odors they 
may not identify.

"They might see weird activity, such as a lot of people going in and out of a 
house in a short amount of time, indicating the cook has made a batch and 
now it's ready to sell," Davis said.

Store clerks should be suspicious i f they see someone purchasing large 
quantities of coffee filters, matches, pseudoephedrine and bleach, according 
to information that has been provided to store owners by the drug unit.

The process for making meth takes cold medication, such as 
pseudoephedrine, and chemically alters it so that it produces a high, Davis 
said.

"The ephedrine molecule in the chemical process that is used uasically 
removes an oxygen atom and tums it into methamphetamine," he explained.

A ll labs share common hazards such as flammabiiity, combustibility and 
heat stress, as well as the inherent hazards of the original products being 
used, like Heet, fuel and acids. There are also unique hazards to each lab in 
that the gases generated by combinations of phosphorous and hydriotic acid, 
are chemical compounds that can be pyroforic, meaning they react with air 
to spontaneously ignite, or aquaforic, meaning that they can explode with 
contact to water.

What's especially troubling is when a whole fam ily lives in the environment 
in which meth is produced. One Wasilla drug arrest and conviction stemmed 
from a 13-year-old boy who reportedly told his school counselor that his dad 
made him help make meth. The boy's job, the child said, was to tear up 
matchbooks used to obtain red phosphorous.

In that same home, drug enforcement officers reported they found the boy's 
father sitting with a baby on his lap and a loaded syringe next to him. On the 
stove top, a batch of meth reportedly sat drying in a pan. Three other 
children and his wife all lived in the same apartment, which was in a 
Wasilla apartment complex.

The 13-year-old has since been taken from the home and reportedly lives 
with relatives in the Lower 48. His father is now serving time for a drug 
conviction on that case, Smith said.

Davis said about 90 percent o f their cases come from tips given by the 
public. The Mat-Su Drug Team encourages anyone with information
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concerning potential meth lab activity to contact them at 373-0705.
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Law enforcement officials take part in drug training 

By Frontiersman staff

ANCHORAGE—  Alaska State Troopers are among the more than 50 law 
enforcement officers from around the state taking pan in nine days of 
training offered by the U.S. Department of Justice Drug Enforcement 
Administration, Aug. 6-15 at the National Guard Armory at Fort 
Richardson.

Those receiving the training include federal agents, state investigators and 
local police officers from across the slate. The training is designed to 
provide law enforcement officers with the tools and techniques necessary to 
deal with illegal methamphetamine laboratories in a safe and proper manner.

According to Lt. A1 Storey, commander of the Alaska State Trooper 
Statewide Drug Enforcement Unit, “ the extreme danger of clandestine labs 
is widely known in other states, but these types o f labs are a fairly recent 
development in Alaska." Alaska law enforcement units seized 50 labs in the 
calendar year 2000, nearly double the number seized in 1999.

“The trend towards discovering an increasing number o f labs is expected to 
continue and law enforcement officials are worried about this illegal 
activity,”  Storey said, "not only because of the effect that the illegal drug 
has on its users, but also because of the dangers of fires and chemical 
contamination.”

Officers attending the class will leam what chemicals are used in 
clandestine labs, the dangers of those chemicals, and how to properly collect 
samples o f evidence for subsequent prosecution. They w ill also be taught 
how to use the specialized equipment needed for work in contaminated
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locations, without endangering their own health.

The training is being co-hosted by the Drug Enforcement Administration 
and the Alaska State Troopers, with additional support from the Anchorage 
Police Department and the Alaska National Guard Counter Drus Support 
Unit.
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OFFERED IN HOUSE FINANCE COMMITTEE BY: ^
To: CSHB 382(FIN)

Page 2, line 3, following “ owner of the properly"

Insert the property occupant,”

Page 2, line 4 , following “ properly owner"

Insert “ and the properly occupant”
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STATE OF ALASKA
2002 LEG ISLAT IVE SESSION

FISCAL NOTE
MAY '< I m i

Revision D ate/Time (N ote if correction):_____________
Title An Act relating to the evaluation and

Dept. Affected:
BRU

Fiscal Note Number:
• Bill Version:
(H) Publish Date:

CSHB 382(R E S) 
"3/18/02

Public Safety
AST D etachm ents

c leanup  of s ite s  w here controlled su b s tan co s  . . . C om ponent AST D etachm ents
S p o n so r
R eq u este r

R epresen ta tive  G uess
H ouse R eso u rces  Com m ittee

Expenditures/Revenues

C om ponent No. 

(T h o u s a n d s  o f  D o lla rs)

2325

Note: A m ounts do not include inflation un less o therw ise noted below.
OPERATING EXPENDITURES FY 2003 FY 200* FY 2005 FY 2006 FY 2007 FY 2008
P ersona l S erv ices 0.0 0.0 0.0 0 .0 0.0 0.0
Travel
C ontractual
S upplies
Equipm ent
Land & S tructures
G rants & Claim s
M iscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0 0 0.0 0.0

CAPITAL EXPENDITURES | |

CHANGE IN REVENUES ( I I I  I j

FUND SO URCE (T housands of Dollars)
1002 Federal R eceipts
1003 GF Match
1004 GF
1005 G F/Program  R eceip ts
1037 GF/Montal Health
O ther (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E s tim a te  of a n y  c u r re n t y e a r  (FY2002) c o s t: 0.0
C h e c k  th is  b o x  (X) if fu n d in g  fo r th is  bill is  in c lu d e d  in th e  G o v e rn o r’s  FY 2003 b u d g e t p ro p o s a l: I
POSITIONS
Full-time
Part-tim e
Tem porary

ANALYSIS: (Attach a separata papa if necessary)

This bill will have no fiscal impact on the Department of Public Safety.

f  re p ared  by: 
Division

Lt. Julia G rim es P h o n e  269-4532
Division of A laska S tato  T roopers D ate/T im e 2/27/02 3:49 PM

A pproved by: C om m issioner G lenn Godfrey 
A gency D epartm ent of Public Safety

Date 2/27/2002

(Rov>»o<J!V2001 0MB) Page 1 of _JL
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STATE OF ALASKA
2002 LEG ISLAT IVE SESSION

> - j i  1; / > ■  . i

FISCAL NOTE

[
Bill V ersion:
(H) Publish D ate:

Fiscal Note Number:

CSHB 382(RES)
3/18/02

Revision D ate/Tim e (N ote if correction): 
Title

S ponso r
R eq u este r

An Act Relating to C leanup  of Illegal Drug Sites 

R epresen ta tive  G u e ss__________________________

Dept. Affected: 
‘BRU

Environm ental C onservation
Environm ental Health

C om ponen t Laboratory S erv ices

H ouse R eso u rce s  C om m ittee

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2065

Note: A m ounts do  not include inflation u n less  o therw ise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
P ersonal S erv ices 
Travel 
Contractual 
Supplies 
Equipm ent 
Land & S truc tu res  
G rants & C laim s 
M iscellaneous

0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

10.0 0.0 0.0 0.0 0.0 0 .0
2.0 2.0 2.0 2.0 2.0 2.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0 .0 0.0 0.0 0.0
0.0 0.0 0 .0 0.0 0.0 0.0
0.0 0.0 0 .0 0.0 0.0 0.0

TOTAL OPERATING 12.0 2.0 2.0 2.0 2.0 2.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SO U R C E_______________________    (T housands of Dollars)
1002 F edera l R eceip ts
1003 G F Match
1004 GF
1005 G F/Program  R eceip ts 
1037 G F/M ental Health
O ther (Specify Type~Do not abbreviate)

0.0 0.0 0 .0 0.0 0.0 0 0
0.0 0.0 0.0 0.0 0.0 0 .0

12.0 2.0 2.0 2.0 2.0 2.0
0.0 0.0 0 .0 0.0 G.O 0.0
0.0 0.0 0 .0 0.0 0.0 0.0
0.0 0.0 0 .0 0.0 0.0 0.0

TOTAL 12.0 2.0 2.0 2.0 2.0 2.0

E stim ate  o f  an y  c u r r e n t y e a r  (FV2002) c o s t :  0.0
C heck  th is  box  (X) if fu n d in g  fo r th is  biii is  in c lu d e d  in th e  G o v e rn o r 's  FY 2003 b u d g e t p ro p o s a l: 

POSITIONS
Full-time 0 0 0 0 0 0
Part-tim e 0 0 0 0 0 0
Tem porary 0 0 0 0 0 0

ANALYSIS: (Attach a separate paqo if necessary)
The evaluation and cleanup process of illegal drug sites as proposed in this bill will require the 
Department to develop contaminated substance limits in regulation and guidelines for decontamination. In 
preparing this fiscal note, the Department has assumed that the expected number of contaminated sites 
requiring evaluation and clean up would be approximately 18 a year based on actual numbers of 13 sites 
lurt year and 25 the year before. Additionally, it is anticipated that Alaska can use standards and cleanup 
guidance documents from other states as templates.

Contractual costs of 10.0 would be incuried the first yr ar to pay for regulation development, public notices, 
and production of the required guidance document.
Continued on Page 2
Prepared  by; Jan ice  Adair, Director_________________________________________  P hone  (907) 269-7644
Division Environm ental Health___________  D ate/Tim e 2/25/02 2:49 PM

Approved by: Kurt Fredriksson - D eputy C om m issioner______________________  D ate 2/25/2002
A gency D epartm ent of Environm ental C onservation

(RovuedQftooi omq) Page 1 of 2
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ANALYSIS CONTINUATION
Continuation from Page 1

A telephonic survey of the private labs in the state revealed that there are no labs currently capable of 
conducting some of the analyses required under this legislation. Therefore, this fiscal note assumes that 
the department’s chemical laboratory will conduct the required tests. Laboratory supplies cost of 2.0 are 
included to cover the commodities required for this testing.

FISCAL NOTE

STATE OF ALASKA B IL L NO. CSHB 382(RES) - FN#2
200?. LEG ISLAT IVE SESSION

Line Item Description FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY2007

Personal Services $0 $0 $0 $0 $0 $0

Travel $0 $0 $0 $0 $0 $0

Contractual
• Regulations and Public $2,000 $0 SO $0 $0 so
Notice 

• Guidance Document $8,000 $0 $0 $0 $0 SO
preparation and copying

Subtotal: $10,000 $0 $0 $0 $0 $0

Supplies
• Laboratory commodities $2,000 $2,000 $2,000 $2,000 $2,000 $2,000
(72 Samples)

Equipment $0 $0 $0 $0 $0 $0

Total $12,000 $2,000 $2,000 $2,000 $2,000 $2,000

Page 2 of 2



HA2RSKA STATE LEG1SLATUt

REPRESENTATIVE GRETCHEN GUESS

Sponsor Statement 
JIB 382

"  A n  A c t  r e l a t i n g  t o  t h e  e v a l u a t i o n  a n d  c l e a n u p  o f  s i t e s  w h e r e  c e r t a i n  c o n t r o l l e d  
s u b s t a n c e s  m a y  h a v e  b e e n  m a n u f a c t u r e d  o r  s t o r e d .  ”

Purpose
Currently Alaska has no standards or requirements for the clean up of illegal drug labs. HB 3S2 
sets standards for cleanup of illegal drug manufacturing sites to ensure the safety o f future 
residents.

Background
illegal drug manufacturing labs, such as “ meth labs,” are rising in Alaska with seizures doubling 
in number from 2000 to 2001. Often these labs are in homes, apartments, and hotels where 
chemical contamination can pose a serious health hazard to future residents.

Currently Alaska has no standards or requirements for the clean up of illegal drug labs. Once law 
enforcement discovers an illegal lab it falls to the property owner to properly clean up the 
hazardous material. I f this clean up is not done properly it cuJd pose a serious health risk to 
future occupants of the property, especially children.

Solution
• HB 3S2 creates a simple system whereby law enforcement, once they have discovered a 

lab, w ill notify the property owner. Either law enforcement or the Department of 
Environmental Conservation (DEC) w ill provide the owner with materials developed by 
DEC. These materials w ill outline testing procedures and guideline lim its for a number 
of dangerous chemicals that commonly contaminate illegal drug lab sites. In order to 
demonstrate the property is fit for habitation, the owner must provide test results showing 
the levels of contamination are below DEC set limits.

• HB 382 offers safeguards for future occupants of the piopcrty. Under this bill, the 
property owner may not allow the reoccupation or rental of the properly until it has been 
tested and showrn to lie below' DEC set limits.

• HB 382 requires full disclosure to any purchaser of the property i f it was an illegal drug 
manufacturing site and has not been properly cleaned.

January-May: State Capitol • Juneau, AK 99801-1182 • (907) 465-2435 • Fax (907) 465-6615
June-Dccembe.: 716 W. 4h Avenue • Anchorage, AK 99501* (907) 269-0120* Fax (907) 269-0122

Rcprcsenlative_Grclchen_Guess@lcgis.stntc.ak.us
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LEGAL SERVICES
DIVISION OF LEGAL AND R ESE A R C H  SE R V IC E S 

LEGISLATIVE AFFAIRS AGENCY 
(907) 4 6 5 -3867  or 4 6 5 -2450  STATE OF ALASKA S t3 te  Capitol
FAX (907) 465-2029  J u n e a u , A laska  99801 -1182
Mail S top  3101 Deliver e s  to: 129 6th  St., Rm. 329

M E M O R A  N I) U M  February 25. 2002

SUBJECT: Illegal Drug Sites (HB 382)

TO : Representative Gretchen Guess
Attn: Maridon

FROM: Terri Lauterbach
Legislative Counsel

You have requested a sectional summary o f the above-described bill.

As a preliminary matter, note that a sectional summary o f a bill should not be considered 
an authoritative interpretation o f the bill and the bill itself is the best statement o f its 
contents. I f you would like an interpretation o f the b ill as it may apply to a particular set 
o f circumstances, please advise.

■Section I. Describes the purpose ofthe bill.

Section 2. Requires testing o f property before continued use i f  a law enforcement officer 
has determined that the property was an illegal drug manufacturing or storage site. 
Declares that the properly is unfit for use i f it doesn't meet the limits set by the 
Department o f Environmental Conservation for lead, mercury, methamphetamines, or 
volatile organic compounds. Requires decontamination, i f done, to be done according to 
guidelines set by DEC. Specifies miscellaneous other duties for DEC and for the 
property owner.

TML:med 
02-207.med



A ®  S K A  S T A T E  L E G I S L A T E ! ®

REPRESENTATIVE GRETCHEN GUESS 

General In fo rm ation About Illegal Drug Manufae turing Labs and The ir Health Effects

No Requirements to Clean Up Illegal Labs
Illegal drug manufacturing labs, such as “ meth labs," arc rising in Alaska with seizures doubling 
in number from 2000 to 2001. Often these labs are in homes, apartments, and hotels where 
chemical contamination can pose a serious health hazard to future residents.

Currently Alaska has no standards or requirements for the clean up of illegal drug labs. Once 
law enforcement discovers an illegal lab it falls to the property owner to clean up the hazardous 
material. I f this clean up is not done properly it could pose a serious health risk to future 
occupants of the property, especially children.

Chemicals Used in the Manufacture of Illegal Drugs
Illegal drugs such as methamphctamines can be made using many different chemical processes. 
Most o f these include the use of metals (such as mercury and lead), explosives, acids, chemical 
salts and volatile organic compounds (VOCs). Exposure to metals and salts can cause 
respiratory irritation, decreased mental function, anemia, kidney damage and birth defects. Lead 
and mercury are particularly hazardous. Exposure to VOCs may cause nose and throat irritation, 
headaches, dizziness, nausea, vomiting, confusion and breathing difficulties.

Many o f the chemical agents used in the production o f (meth) are caustic, corrosive, or create 
noxious and harmful fumes. The cooking o f these chemicals produces vapors which permeate 
the interior materials of buildings, including sheet rock, carpets, and other porous surfaces.
These chemical residues continue to volatize from these reservoirs long after the laboratory is 
dismantled. This creates a potential for long-term exposure resulting in adverse health effects if 
a building is reoccupied without decontamination. Many o f the chemicals in illegal drug 
manufacture are known to be carcinogenic (cancer causing), mutagenic (an agent that can induce 
or increase the frequency o f mutation in an organism), and teratogenic (causing malformations of 
an embryo or fetus) in animal and human studies.

General Impacts
Many o f the contaminants present during meih’s cooking process can be harmful if someone is 
exposed to them. These contaminants can cause health problems including respiratory 
(breathing) problems, skin and eye irritation, headaches, nausea and dizziness. Acute (short­
term) exposures to high concentrations of some of these chemicals can cause severe health 
problems including lung damage and burns to different parts of the body. In extreme cases a 
child’s entire respiratory system could shut down with acute exposure to meth fumes.

Jam iaiv-M ay: S tate Capitol • Juneau. AK 99S0I-11S2 • (907) •405-2435 • Fax (907) 405-0015
June-D cecm bcr: 716 W . 41) Avenue • A nchorage, AK 995UJ • (907) 269-0120* Fax (907) 269-0122

Rcptcxenlative_Cireichen_Guess(5 leg is.Mate.ak. us
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•  •

Impacts on Children
Children arc more susceptible to chemical hazards than adults because they grow rapidly, have 
higher metabolic rates, and have greater intake of Tood and water. They are also more likely to 
he exposed to contaminants on surfaces. Crawling or toddling children touch many surfaces and 
then put their dirty hands in their mouths.

Exposure to methamphetamine, heavy metals, and other ingredients used in methamphetamine 
manufacture, and their residues, put children at risk for damage to the nervous system. Exposure 
of a developing nervous system to neurotoxins can be insidiously amplified as a child grows. 
Cells killed leave a gap in the total number of cells that make up the mature brain. Damaged 
cells that survive can pass on the deficit as they multiply. Damage to the developing brain can 
have greater effect than the same exposure once development is complete (as in adults).



S K A  S T A T E  L E G 1 S L A T U f t

REPRESENTATIVE GRETCHEN GUESS

Questions Relating To HB 382

"An Act relating to the evaluation and cleanup of sites where certain controlled substances may
have been manufactured or stored."

Questions:

1. Why doesn't a property owner have lo clean up the site regardless of whether or 
not they intend to rent or sell?

We want to lim it the role o f government intrusion. What i f the person doesn’ t have 
any money; the person has a debilitating disease and can’ t afford to clean it up?
We’ re saying if you want to do something with it you must clean it. I f not, then its 
not required at this point. Our concern is the threat to public safety -  it ’s not 
dangerous i f no one is allowed in it. I f you don’ t clean it up, then you won’ t be 
allowed to have people in it.

2. Is disclosure o f chemicals already reauired?

No. This is an issue that has not been addressed until now.

3. Why DEC?

DEC is the agency most capable o f integrating it into their current program. They 
already have systems in place for testing and setting standards. I f it were routed 
through MSS a whole new position would need to be created and most likely have a 
much higher cost associated.

4. What do Oregon and Washington have in place?

OR and WA both fund this program through MSS, but they have fully funded
positions. It would cost a lot more to emulate their system. OR is operated on the 
state level -  WA operated on the local level (although WA told us they wished they 
had it at the slate level due to poor execution). In Alaska local governments don’ t 
have the expertise for testing.

January-May: Slate Cupilnl • Juneau. AK 99801-1182 • (907) 465-2435 • Fax (907)465-6015
June-Decembcr: 716 \V. 4h Avenue • Anchorage, AK 99501* (907) 269-0120* Fax (907) 269 0122

Repiesenlativc.Grelchcn.Gucss^lcjJis.Matc.ak.us



'\GE POLICE DERLKTMENT
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4501 S on tli B rajiaw  S tre e t • A nch o rag e . A laska  9 9 5 0 7 -1 5 9 9  
T e lep h o n e  (907) 7S6-S500 
hiipi/Avww.ci.anclionioc.ak.us

II till Mi ' i l tmi i i
Chin '

February 27, 2002
Dear Representative Guess.

The Anchorage Police Department Metropolitan Drug Unit strongly supports House B ill 
Number 3S2, an Act relating to the evaluation and cleanup o f sites where certain controlled 
substances may have been manufactured or stored.

This B ill addresses the very serious problem law enforcement has encountered o f unwilling 
or unknowing landlords, home and motel owners who after, a toxic clandestine drug laboratory is 
seized from their property, do not care or don't know the proper guidelines to ensure that their 
particular location is safe for occupation.

This Legislation w ill no doubt protect the health and enrich the life o f the citizens o f the 
Slate o f Alaska.

Lieutenant Dave Hoffman 
Anchorage Police Department 
Commander, Metropolitan Drug Unit

Endorsements:

"Sergeant Marc Woodward 
Anchorage Police Department

' '  ' ~-tig Unit

Detective Kurt Komchuk
Anchorage Police Department
DEA Task Force/Clandestine Laboratory Coordinator

Cc: Resources Committee Co-Chair Beverly MascK
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S a r a h  H .  P a l i n  

M ayor

March 1. 2002

The Honorable Grctchen Guess 
Alaska House o f Representatives 
State Capitol. Room 112 
Juneau. AK 99801-11S2

Dear Representative Guess:

Thank you for the opportunity to comment in support o f House B ill 382. relating to the 
evaluation and cleanup o f sites w here certain controlled substances may have been 
manufactured or stored.

There has been an alarming increase in methamphetamine use and production in the Mat- 
Su Valley, as well as all over the State, and there are currently no guidelines in place to 
assist property owners and the general public in cleaning up former meth lab sites. 
Exposure to the chemicals and contaminants left behind when a meth lab is shut down 
can cause serious health problems to future occupants.

We need to End a way to ensure the safely o f future residents and provide guidelines for 
property owners and landlords to properly clean up the hazardous material resulting Irom 
illegal drug manufacturing. As President ofthe Alaska Conference o f Mayors. 1 also 
assisted in passing o f Resolution 2002-08. “ A Resolution to Support Efforts to Combat 
the Use of Illegal Drugs in Alaskan Communities" (attached). 1 wholeheartedly support

Sarah Palin 
Mayor o f Wasilla

ee: Rep. Beverly Masek, Co-Chair 
Resources Committee

Enclosure

HB 382.
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26 February 2002

The Honorable Gretchen Guess 
Alaska House o f Representatives 
Stale Capitol. Room 112 
Juneau. AK 99801-1182

Dear Representative Guess:

Thank you for the opportunity to support MB 382r relating to the evaluation and cleanup o f 
illegal drug manufacturing sites. The Alaska Municipal League and the Alaska 
Conference o f Mayors encourage all efforts to address the growing problem o f illegal drug 
use. including the manufacture o f controlled substances. We are enclosing Alaska 
Municipal League/Alaska Conference o f Mayors Resolution 2U02-08, “ A resolution to 
support efforts to combat the use o f illegal drugs in Alaskan communities."

As you know, there are currently no regulations in place to address the process o f 
decontamination at these highly volatile sites. We applaud your effort in creating a more 
accountable cleanup procedure.

Thank you for your continued interest in Alaska's municipalities. I f you have any 
questions about this or any other municipal issue, please let me know.

Executive Director 

Enclosure

cc: Representative Beverly Masek. Co-Chair
Representative Drew Scab.i. Co-Chair 
House Resources Committee

Member of the National League of Cities and the National Association of Counties
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RESOLUTION 2002-8

A RESOLUTION TO SUPPORT EFFORTS TO COMBAT THE USE OF IL LE G A L
DRUGS IN ALASKAN COMMUN IT IES

WHEREAS, the Alaska Municipal League recognizes the destructi\e nature of illegal drugs on the 
citizens of Alaska: and

WHEREAS, the illegal use. manufacturing, and sales of illegal drugs is a growing and serious 
societal ailment, especially the most recent trend in illegal methamphetamine drug use, as well as 
other illegal clandestinely produced substances; and

WHEREAS, the Alaska Municipal League recognizes not only the human destruction, but also the 
economic devastation, property damage, and environmental disasters that can be brought to a 
community by illegal clandestine laboratory facilities; and

WHEREAS, the law enforcement agencies of Alaska, including local, state, and federal entities, 
all recognize the seriousness of the situation and hope to gain support in combating the potential 
devastation that could be visited upon Alaska; and

WHEREAS, the support of the Alaska Municipal League and the individual Mayors is vital to 
gain widespread support for law enforcement efforts to combat the growing methamphetamine 
problem and support within communities to educate citizens through organized community 
programs, school progr ims, and local media; and

WHEREAS, it is recognized that the success of any meaningful program related to illegal drugs, 
whether education or enforcement, lies in a multi-disciplined approach towards addressing the 
problem; and

WHEREAS, the Alaska State Legislature needs to be aggressive in addressing the seriousness of 
the illegal clandestine laboratory activities through adopting statutes specific to these types of 
crimes, enhanced sentencing guidelines, and funding.

NOW, THEREFORE BE IT RESOLVED, by the Alaska Municipal League that, members, as a 
group and as individuals will support the entities involved with investigating and prosecuting 
individuals involved in the illegal manufacturing, sales, and use of controlled substances produced 
in clandestine laboratory facilities, and will support the entities involved in providing education 
and training to the citizens of the State of Alaska to help combat the problem.

BE IT FURTHER RESOLVED, that the Alaska Municipal League supports any efforts to 
substantially increase penalties for those who operate clandestine illegal substance laboratories 
particularly in cases where minor children could be impacted.

M em ber of the N ational L eag u e  of C ities a n d  the  N ational A ssoc ia tion  of C o u n tie s
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Date: 02728/02

The Honorable GTetchen Guess 
Alaska House o f Representatives 
State Capitol, Room 112 
Juneau, AK 99801-1182

Dear Representative Guess:

1 have read with interest the Sponsor Statement for HB 382. 1 was the Wasilla Chief of 
Police when “Meth Labs” first started to become a problem here in the Mat-Su Borough.

I educated myself about meth labs by calling and visiting other states where meth had 
acquired a foothold. In areas where the meth problem was not addressed there have been 
huge health and economic problems affecting whole communities.

I support HB 382 and thank you for your proactive stance. This t i l l w ill have a positive 
effect on those responsible for setting standards and providing guidelines to protect future 
residents from health hazards and landlords from liability suits.

HB 382 helps to set a high standard for the quality of life we desire here in Alaska and I 
thank you for your sponsorship in this endeavor.

Sincerely,

C 'j / h k  -------

Charlie Fannon

cc: Rep. Beverly Masek, Co-Chair 
Resource Committee
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Anchorage

P.O. Bax 196650 
Anchorage, Alatlca 995.19-6650 
Telephone: (907) 340-4431 
Fax: (907) 043-4499
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G e o r g e  P . W u v r c h , M a y o r

onrr.r. or rnr. m a i o r

F e b r u a r y  2 8 ,  2 0 0 2

R e p r e s e n t a t i v e  G r e t c h e n  G u e s s  
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  9 9 8 0 1

R e :  H B  3 8 2

D e a r  R e p r e s e n t a t i v e  G u e s s ,

A s  y o u  k n o w ,  t h e r e  h a s  b e e n  a  p r o l i f e r a t i o n  o f  i l l e g a l  d r u g  m a n u f a c t u r i n g  
l a b o r a t o r i e s  i n  t h e  s t a t e  r e c e n t l y .

T h e s e  l a b s  a r e  o f t e n  l o c a t e d  i n  r e s i d e n t i a l  s e t t i n g s ,  h o m e s ,  a p a r t m e n t s ,  a n d  
h o t e l  r o o m s .  B e c a u s e  t h e y  e m p l o y  t h e  u s e  o f  h i g h l y  t o x i c  a n d  h a z a r d o u s  
m a t e r i a l  i n  t h e  m a n u f a c t u r i n g  p r o c e s s ,  t h e y  p o s e  a  s e r i o u s  h e a l t h  r i s k  t o  f u t u r e  
p r o p e r t y  o c c u p a n t s .

H B  3 8 2  a d d r e s s e s  t h i s  p r o b l e m  b y  s e t t i n g  u p  a  n o t i f i c a t i o n  a n d  c l e a n u p  s y s t e m  
a n d  p r o v i d e s  a  p r o c e s s  d e s i g n e d  t o  e n s u r e  f u t u r e  t e n a n t s  a r e  p r o t e c t e d  f r o m  a n y  
h a z a r d s  t h a t  m a y  e x i s t .

T h e  M u n i c i p a l i t y  o f  A n c h o r a g e  r e c o g n i z e s  t h i s  b i l l  m a y  I m p o s e  s o m e  a d d i t i o n a l  
e x p e n s e s  t o  p r o p e r t y  o w n e r s  w h o  h a v e  u n k n o w i n g l y  r e n t e d  t o  m e t h  l a b  
o p e r a t o r s ,  b u t  w e  b e l i e v e  t h a t  w i t h  r e a s o n a b l e  c l e a n u p  g u i d e l i n e s ,  t h e  s a f e t y  
c o n c e r n s  o f  f u t u r e  t e n a n t s  o u t w e i g h  t h e  a d d i t i o n a l  c o s t s .

T h a n k  y o u  f o r  r e c o g n i z i n g  t h i s  p r o  J e m  a n d  o f f e r i n g  a  w o r k a b l e  s o l u t i o n .

S i n c e r e l y ,

T i m  R o g e r s  '
L e g i s l a t i v e  P r o g r a m  C o o r d i n a t o r

http://v9rw.ci.HTicliorwgC
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February 15. 2002

\ TaIley hotbed of meth activity, officials say 

By NAOM I KLOUDA-Frontiersman rcponer

MAT-SU - Drug enforcement officials say there’s an alarming increase in 
methamphetamine production in the Valley, but a little help from the public 
could see the problem stamped out.

Palmer's District Attorney office received 54 new meth lab cases to 
prosecute this quarter, compared to Anchorage's 57 new cases for the same 
period, said Jack Smith, assistant district attorney.

"What we are seeing here is potentially an epidemic like in the Lower 4S,” 
said Mat-Su Drug Enforcement Unit Supervisor Patrick Davis. "Yet Alaska 
has the opportunity to take a pro-active approach and curb this by hitting it 
en masse."

The good news is that the epidemic has a cure - i f enough people are 
educated about meth production. It's not like the fad drugs that arc brought 
into the state, such as cocaine and ecstasy, Davis said. Making meth is 
dangerous.

Meth production creates toxic vapors and wastes that are so hazardous 
suspects are made to remove their clothing and don chemical suits for the 
ride to ja il.

Drug unit officers undergo special training to make them aware nf the
30,000 possible chemicals in the processes used to make meth. Davis is an 
Alaska State Trooper, \et he had to learn enough about molecules and the 
incompatibility of chemicals lo make him a chemist.

The Alaska Legislature passed a law last year making meth production a 
class A felony offense, recognizing it as a worse crime, in fact, than using 
the drug. Possession or using meth is a class C felony crime. This gives 
judges the ability to sentence meth "cooks" to five-year presumptive terms,
Smith said.

Methamphetamine was devised by the Nazis in Germany during World War
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"Ii was given 10 soldiers lo amp them up for baltlc." Davis said.

In ihe '60s, Davis said, meth began cropping up as "biker's dope" in 
California, among such groups as the Hell's Angels.

The drug can be ingested as a powder, by shooting up or smoking and gives 
an eight to 12-hour high that begins with a 30-40 minute rush. If more meth 
is taken, the person can stay awake for three days. But after 72 hours the 
body starts shutting down, wanting to sleep. The ensuing deep sleep is like 
the person was knocked out by anesthesia. "You can't wake them up," Davis 
said.

"When the person wakes and craves more, the process starts again but he 
will reach a tweaking stage considered dangerous, when the body tries to 
shut down and the drug won't let it," Davis said.

A superhuman feeling similar to that given by LSD can result. Also, 
paranoia and other behavior makes the user dangerous to those around him 
and to officers trying to make a traffic stop or arrest.

Entering a place where meth is made involves an array of hazards. Drug 
officers involved with collecting evidence from meth labs in the previous 
decade suffered kidney and liver failure and damage to their lungs. Some 
died in explosions from entering rooms so charged with vapors that an 
electrical carpet-spark ignited fire.

The drug enforcement agency stepped in about 10 years ago, after 
Occupational Safety and Health Administration (OSHA) decided the only 
officers who should be handling the stuff used to make meth ought to be 
highly trained.

After a 1999 bust in Valdez, Davis said, the drug team had to wail a day and 
half for a vapor cloud to clear out before they could enter the home to clean 
up the hazardous chemicals.

|| Landlords who unknowingly rent to methamphetamine "cooks" find their 
11 property uninhabitable after ihe renter moves on, Smith said.

"The house becon.es an environmental hazard," he explained.

The Valley has proven an attractive place to set up "Beavis and Butthcad" 
meth operations - small-time efforts for personal use and for sale to a few 
people. The wide open spaces between neighbors in the Valley grant more 
privacy, Smith and Davis said. The drug unit has busted larger meth 
operations, professionals who moved here from Fairbanks where they had 
previous meth convictions, and former pot growers who decided :t's more 
lucrative to make meth than to wait 90 days for a marijuana crop.
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Officers found two meth operations in vans being driving around town. 
"They were cooking it on a stove or hot plate in the van, probably to avoid 
being detected by neighbors," Smith said.

To catch meth lab operators, drug enforcement officers depend on tips from 
the public. Neighbors might not realize the drug is being manufactured next 
door, but they notice the smell o f bleach or starter fluid - strong odors they 
may not identify.

"The)’ might see weird activity, such as a lot of people going in and out of a 
house in a short amount of time, indicating the cook has made a batch and 
now it ’s ready to sell," Davis said.

Store clerks should be suspicious i f  they see someone purchasing large 
quantities o f coffee filters, matches, pseudoephedrine and bleach, according 
to information that has been provided to store owners by the drug unit.

The process for making meth takes cold medication, such as 
pseudoephedrine, and chemically alters it so that it produces a high, Davis 
said.

"The ephedrine molecule in the chemical process that is used basically 
removes an oxygen atom tnd turns it into methamphetamine," he explained.

A ll labs share common hazards such as flammability, combustibility and 
heat stress, as well as the inherent hazards of the original products being 
used, like Heet, fuel and acids. There are also unique hazards to each lab in 
that the gases generated by combinations of phosphorous and hydriotic acid, 
are chemical compounds that can be pyroforic, meaning they react with air 
to spontaneously ignite, or aquaforic, meaning that they can explode with 
contact to water.

What's especially troubling is when a whole family lives in the environment 
11 in which meth is produced. One Wasilla drug arrest and conviction stemmed 
11 from a 13-year-old boy who reportedly told his school counselor that his dad 

made him help make meth. The boy's job, the child said, was to tear up 
matchbooks used to obtain red phosphorous.

In that same home, drug enforcement officers reported they found the boy's 
father sitting with a baby on his lap and a loaded syringe nc.vt to him. On *he 
stove top, a batch of meth reportedly sat drying in a pan. Three other 
children and his wife all lived in the same apartment, which was in a 
Wasilla apartment complex.

The 13-ycar-old has since been taken from the home and reportedly lives 
with relatives in the Lower 4S. His father is now serving time for a drug 
conviction on that case, Smith said.

Davis said about 90 percent of their cases come from tips given by the 
public. The Mat-Su Drug Team encourages anyone with information
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concerning potential meth lab activity to contact them at 373-0705.
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August 14, 2001

Law enforcement officials take pan in drug training 

By Frontiersman staff

ANCHORAGE —  Alaska Slate Troopers are among the more than 50 law 
enforcement officers from around the state taking part in nine days of 
training offered by the U.S. Department of Justice Drug Enforcement 
Administration, Aug. 6-15 at the National Guard Armory at Fort 
Richardson.

Those receiving the training include federal agents, state investigators and 
local police officers from across the state. The training is designed to 
provide law enforcement officers with the tools and techniques necessary to 
deal with illegal methamphetamine laboratories in a safe and proper manner.

According to Lt. A1 Storey, commander of the Alaska State Trooper 
Statewide Drug Enforcement Unit, ‘‘the extreme danger o f clandestine labs 
is widely known in other states, but these types of labs are a fairly recent 
development in Alaska.” Alaska law enforcement units seized 50 labs in the 
calendar year 2000, nearly double the number seized in 1999.

"The ire- J towards discovering an increasing number o f labs is expected to 
continue and law enforcement officials arc worried about this illegal 
activity," Storey said, "not only because of the effect that the illegal drug 
has on its users, but also because of the dangers of fires and chemical 
contamination.”

Officers attending the class w ill leam what chemicals arc used in 
clandestine labs, the dangers ol those chemicals, and how' to properly collect 
samples o f evidence for subsequent prosecution. They w ill also oc taught 
how to use the specialized equipment needed for work in contaminated

http://www.frontiersman.com/%5eJ%5ecs,ind..J,200I/Aupust/14-%7cS29-Local_headliiies
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locations, without endangering their own health.

The training is being co-hosted by the Drug Enforcement Administration 
and the Alaska State Troopers, with additional support from the Anchorage 
Police Department and the Alaska National Guard Counter Drug Support 
Unit.
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HB 362 CLEANUP OF ILLEGAL DRUG SITE S

"An Act relating to the evaluation and cleanup of sites where certain controlled substances may have been 
manufactured or stored; and providing for an effective date."
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