
ALASKA L E G I S L A T U R E 2601 
HOUSE and SENATE FINANCE COMMITTEE FILES, 2003-2004



GOV£RNOR@GOV,STATE. AK.US

F r a n k  H. M urkow ski
Governor

P.O. BOX I 10001 
JUNEAU, ALASKA 9981 1-0001 

(907) 465-3500 
FAX 007) 465-3532 

WWW.GOV.STATE.AK.USS t a t e  o f  A l a s k a

o f f i c e  o f  t h e  g o v e r n o r  
J u n e a u

F ebruary  13, 2004

The Honorable Per.e Kott 
Speaker of the House 
Alaska State Legislature 
State Capitol, Room 208 
Ju n e au , AK 99801-1182

Dear Speaker Kott:

U nder the authority  of article III, section 18, of the Alaska Constitution, I am 
transm itting  a  bill th a t would impose a  surcharge on persons convicted of an  offense and 
on persons whose probation is revoked. The bill also would require a  person under state 
probation or parole supervision to pay an  application fee for a  requested  transfer of tha t 
supervision to another state.

Alaska has an u rgen t need to mitigate the cost of its correctional facilities. The bill 
imposes a  surcharge on a  person who pleads guilty or nolo contendere to, or is convicted 
of, a  crime if the person was arrested  and taken  to a  correctional facility or is sentenced to 
a  term  of im prisonm ent. The am ount of the surcharge depends on the seriousness of the 
crime: $100 for a felony and  $50 for a  m isdem eanor.

The bill also would impose a  surcharge on a  person placed on probation after 
conviction of a  crime. The surcharge is collected only if the defendant’s probation is 
revoked for a  probation violation and the person was either arrested  and taken to a 
correctional facility for the violation, or sentenced to prison for it.

A laska pa; ucipates in  the Intersta te  Com pact for Adult Offender Supervision 
(Compact), which regulates the transfer of supervision for persons under state probation 
and parole. The bill would establish  an application fee for persons u n d er active pi'obation 
or parole supervision who request an  in terstate  transfer of supervision under the 
Compact. According to the D epartm ent of Corrections, the great m ajority of other states 
already impose a  fee for sim ilar services. The bill also would require the applicant to post 
a  bond or deposit cash, which would be forfeited if the state m u st escort the person back 
to Alaska for confined supervision.

I urge your prom pt and favorable consideration of th is proposal.

Sincerely yours,

-Frank H. Murkowski 
Governor

Enclosure
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F I S C A L  N O T E

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title Mining Reclamation Bonding

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

Dept. Affected: 
RDU

1
HB 486
2/16/04

Natural Resources
Resource Development

Component Claims, Permits and Leases
Sponsor
Requester

Rules
Governor

E x p e n d i tu re s /R e v e n u es

Component No. 

(Thousands of Dollars)

2460

Note: Amounts do not incluoe inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
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 0.0 O.C 0.0 0.0 0.0 0.0

|CHANGE IN REVENUES’! "

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/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 (FY2004) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time 0 0 0 0 0 0
Part-time
Temporary

ANALYSIS: (Attach a separate page i f  necessary)
This bill makes various changes to AS 27.19, and establishes a Mining Reclamation Trust Fund under AS 37.14.

The bill would require no additional staff at the Department of Natural Resources. The Mining Reclamation Trust 
Fund would allow the state to take in funds from a particular mine for use for reclamation at that mine. There would 
be no net change to funds available to the state for general government purposes.

The last financial change established by the bill is that income and other earnings on the reclamation bond pool, 
used for placer mines, would be returned to the pool (AS 27.19.040(b)). This amount is expected to be 
approximately $50,000 in FY 04. The new language changes the location for holding for the funds but does not 
chan^ - the amount available to the state.

Prepared by: Bob Loeffler, Director___________________________________ Phone 269-8600
Division Mining, Land & Water_________________________________________ Date/Time 1/21/04

Approved by: Thomas Irwin, Commissioner_________________________________ Date 1/21/04______________
Agency Natural Resources___________________________________________

(Revised 9/2003 OMB) Page 1 Of_1___



F I S C A L  N O T E

STA TE  O F  A L A S K A  Fiscal Note Number: _2_____
2004 L E G IS LA T IV E  SESSION Bill Version: HB486

Sponsor Rules Committee

(H) Publish Date: 2/16/04

Revision Date/Time (Note if correction):_________________ Dept. Affected;_________ Revenue_______
Title Reclamation bonding for certain mines____________RDU Revenue Programs & Services

_____________________ Component Treasury Division______________

Requester Request of the Governor_________________________Component No. 121

Expenditures/Revenues_____________________________(Thousands of Dollars)_______
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Ecuipment 
Land & Structures 
Grants <J Claims 
Miscellaneous

6.0 12.0 18.0 24.0 30.0 36.0

15.0

TOTAL OPERATING 21.0 12.0 18.0 24.0 30.0 36.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

21.0 12.0 18.0 24.0 30.0 36.0

TOTAL 21.0 12.0 18.0 24.0 30.0 36.0

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if  necessary)
This fiscal note is predicated upon a trust fund build-up of $10 million per year plus fund earnings. The 
cost of managing a fixed income trust fund internally is about 6 basis points. Additionally, this fund would 
require individual project fund tracking, something that is slightly different from anything now done at 
Treasury. A contractual cost of $15.0 is included to originate that tracking with GeFONSI.

Prepared by: 
Division

Approved by. 
Agency

Tomas Poulin. Deputy Commissioner Phone 465-3669
Treasury Date/Time 1/20/04 1:41 PM

Bill Corbus. Commissioner Date 1/20/2004
Revenue

(Revised 12/2003 OMB) Page 1 o f 1__



23-GH2106VA

TWENTY-THIRD LEGISLATURE - SECOND SESSION

BY THE HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Introduced: 2/16/04 
Referred: Resources, Finance

A  B IL L  

F O R  A N  A C T  E N T IT L E D  

"An A ct relating to reclam ation  bonding  and financia l a ssu ra n ce  for certa in  mines;  

relating  to financial assurance  limits for lode m ines; e stab lish in g  the  m ine rec lam ation  

trust fund; and p ro v id in g  for an effective date."

BE IT  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section I. AS 27.19.040 is amended to read:

Sec. 27.19.040. Reclamation financial assurance [BONDING], (a) The 

commissioner shall require an individual financial assurance [PERFORMANCE 

BOND] in an amount not to exceed an amount reasonably necessary to ensure the 

faithful performance of the icquirements of the approved reclamation plan. The 

commissioner shall establish the amount o f the financial assurance 

[PERFORMANCE BOND] to reflect the reasonable and probable costs of 

reclamation. The assurance amount [, BUT THE BOND] may not exceed S750 for 

each acre of mined area, except that the S750 per acre limitation does not apply to 

the assurance am ount required for a lode mine.

HOUSE B IL L  NO. 486

IN THE LEGISLATURE OF THE STATE OF ALASKA

HB0486a -1-
New T e x t U n d e r l i n e d  [DELETED TEXT BRACKETED]

I IB 486
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1 (b) The commissioner shall establish a statewide bonding pool for mining

2 operations as an alternative to individual financial assurance [PEPJORMANCE

3 BONDS]. The commissioner may determ ine which mining operations are eligible

4 to participate in the bonding pool based on the projected cost of reclamation in

5 relation to the si/.e of the bonding pool; however, a mining operation may not be

6 allowed to participate in the bonding pool if the mining operation will chemically

7 process ore or has the potential to generate acid. A miner participating in the

S bonding pool shall contribute an initial deposit not to exceed 15 percent o f the

9 financial assurance am ount [RECLAMATION BOND] plus an additional

10 nonrefundable annual fee not to exceed five percent o f the financial assurance

11 am ount [RECLAMATION BOND]. The commissioner shall refund the 15 percent

12 deposit upon satisfactory completion of the approved reclamation plan. If requested

13 by the miner, the commissioner may apply the deposit to a new reclamation plan. In

14 addition to its use for mining operations under this chapter, the commissioner shall

15 allow the bonding pool lo be used to meet the requirements of AS 27.21.160. Income

16 a nd other earnings on the bonding pool shall be added to the bonding pool.

17 (c) If the commissioner determines that a miner has violated or permitted a

18 violation of the approved reclamation plan and has failed to comply with a lawful

19 order o f the commissioner, the commissioner shall forfeit the financial assurance

20 [PERFORMANCE BOND] and deposit it [THE BOND] in the statewide bonding

21 pool. The commissioner shall use the reclamation and administrative costs recovered

22 under AS 27.19.070(a) lo supplement the forfeited financial assurance [BOND]

23 deposited in the statewide bonding pool for reclamation o f the site subject to the

24 forfeiture. If the commissioner is unable to recover the full cost o f reclamation under

25 AS 27.19.070(a), the commissioner may use the bonding pool to reclaim the site to

26 the standards o f this chapter, except that the commissioner may not use a deposit

27 that is refundable under (b) of this section to fulfill another m iner's reclamation

28 obligation.

29 (d) A miner not required to post a financial assurance [BOND] may submit a

30 reclamation plan under AS 27.19.030(a) and participate in the bond pool.

31 * Sec. 2. AS 27.19.040 is amended by adding a new subsection to read:

HB 486 -2-
New T ex t U n d e r l in e d  (DELETED TEXT BRACKETED]
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1 (e) A miner may satisfy the requirement under this section for an individual

2 financial assurance by providing, in a form acceptable to and approved by the

3 commissioner, any of the following:

4 (1) surety bond;

5 (2) letter o f credit;

6 (3) certificate o f deposit; t ̂

^  7 (4) corporate guarantee;^ v' \-{\aX irWLe-V”

8 (5) payments and deposits into the trust fund established in

9 AS 37.14.800; V > ^  l

- - 1 0  (6) Sinking-fund, or any other form of financial assurancey\ n

11 * Sec. 3. AS 27.19.050(d) is amended to read:

12 (d) A miner exempted from the requirements o f AS 27.19.030(a) and

13 27.19.040 under (a) of this section thal fails to reclaim a mining operation to the

14 standards of AS 27.19.020 is required for two consecutive years to conduct each

15 subsequent mining operation, regardless o f size, under an approved reclamation plan

16 and to provide an individual financial assurance [POST A PERFORMANCE

17 BOND],

18 * Sec. 4. AS 27.19.070(a) is amended to read:

19 (a) A miner who violates or pennits a violation o f an approved reclamation

20 plan and fails to comply with a lawful order of the commissioner forfeits the financial

21 assurance [RECLAMATION BOND] or a portion o f the assurance [BOND] and is

22 liable to the state in a civil action for the full amount of reclamation and administrative

23 costs incurred by the state related to the action. A miner exempted under

24 AS 27.19.050(a) is subject to civil action for the full amount o f reclamation and

25 administrative costs incurred by the state related to the acuon if the commissioner

26 determines that reclamation was not conducted under AS 27.19.020.

27 * See. 5. AS 27.19.070(c) is amended to read:

28 (c) A miner who has forfeited a financial assurance [RECLAMATION

29 BOND] or has been held liable in a civil action under (a) o f this section may conduct

30 future mining operations only after posting a reclamation risk assessment fee equal to

31 five times the amount of financial assurance established under AS 27.19.040(a)

HB0486a -3-
New T ex r  U n d e r l in e d  (DELETED TEXT BRACKETED]
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1 [BOND LIABILITY] for the proposed mining operation. The reclamation assessment

2 fee shall be refunded after two consecutive years o f operation consistent with this

3 chapter.

4 * Sec. 6. AS 27.19.080 is amended by adding a new subsection to read:

5 (b) The commissioner may adopt regulations to carry out the purposes o f this

6 chapter.

7 * Sec. 7. AS 27.19.100 is amended by adding a new paragraph to read:

8 (9) "lode mine" means a mining operation that removes the minerals

9 from consolidated rock rather than from a placer deposit.

10 * See. 8. AS 37.14 is amended by adding new sections to read:

11 Article 9. Mine Reclamation T rust Fund.

12 Sec. 37.14.800. M ine reclamation tru st fund cstablislied. (a) The mine

13 reclamation trust fund is established as a separate trust fund o f the state. The principal

14 and earnings o f the fund shall be held by the state for the purpose of protecting the

15 public interest in reclaiming mine sites in the state. The fund is composed of the mine

16 reclamation trust fund income account and the mine reclamation trust fund operating

17 account.

IS (b) The mine reclamation trust fond income account consists of payments and

19 deposits made by miners to satisfy the miners' reclamation bonding or financial

20 assurance obligation under AS 27.19.040 or AS 27.21.160, and earnings on the

21 income account. The mine reclamation trust fund operating account consists of

22 appropriations by the legislature of the annual balance of the mine reclamation trust

23 fund income account, and any earnings on those appropriations while in the operating

24 account.

25 (c) Before payments are accepted into the mine reclamation trust fund income

26 account for a particular mining operation, the commissioner o f natural resources and

27 the miner may execute a memorandum of understanding that outlines a schedule of

28 expected payments into the tmst fund, and the relationship o f the payments and

29 accumulated earnings in the trust fund to reclamation obligations o f the miner under

30 AS 27.19.040 or AS 27.21.160. The memorandum of understanding may also address

31 expected use o f the fund under AS 37.14.820. If the memorandum of understanding

MB 486 -4-
.Ve»- Text: Underlined [DELETED TEXT BRACKETED]
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addresses investment o f the fund with respect to payments made by the miner, the 

commissioner o f revenue must also sign the memorandum.

(d) Nothing in this section creates a dedicated fund.

See. 37.14.810. Powers and duties of the commissioner of revenue. The

commissioner of revenue is a fiduciary to the fund. The commissioner shall manage 

both the mine reclamation trust fund income account and the mine reclamation trust 

fund operating account and shall invest their assets in accordance with AS 37.10.071.

Sec. 37.14.820. Use of the mine reclamation tru st fund operating account,

(a) The commissioner of the Department o f Natural Resources may make 

expenditures from the mine reclamation trust fund operating account for the following 

purposes:

(1) reclamation of mining operations for which a payment or deposit 

has been made into the fund;

(2) maintenance of dams and other permanent features related to a 

mining operation;

(3) monitoring o f jite stability and water quality related to a mining

operation;

(4) control and treatment of acid rock drainage and other leachate 

related to a mining operation;

(5) protection and treatment of surface water and groundwater related 

to a mining operation;

(6) long-term site management o f a mining operation;

(7) re.„,nds lo miners of the deposits to the fund upon satisfactory 

completion of reclamation tasks as determined by the Department o f Natural 

Resources.

(b) Subject to appropriation, the mine reclamation trust fund operating account 

may be used to pay the expenses incurred by the commissioner of revenue in 

managing the fund, and administrative expenses incurred by the Department of 

Natural Resources in administering the fund and programs under AS 27.19 and 

AS 27.21.

(c) The Department of Natural Resources may not spend money deposited in

HB0486a -5-
New T ex t U n d e r l in e d  [DELETED TEXT BRACKETED]
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1 the fund for one mining operation at another mining operation.

2 (d) In accordance with AS 37.14.800(b), and except as provided in (b) o f this

3 section, earnings on the mine reclamation trust fund operating account are added to

4 that account, and are available for expenditure without further appropriation.

5 Sec. 37.14.830. Regulations. The commissioner o f natural resources may

6 adopt regulations necessary to carry out the purposes o f AS 37.14.800 and 37.14.820 -

7 37.14.840.

8 Sec. 37.14.840. Definition. Unless the context otherwise requires, in

9 AS 37.14.800 - 37.14.840, "fund" means the mine reclamation trust fund established

10 in AS 37.14.800.

11 * Sec. 9. This Act takes effect July 1, 2004.

HB 486 -6- IIB0486a
New T ex t  U n d e r l in e d  [DELETED TEXT BRACKETED]



BY REPRESENTATIVE CROFT

OFFERED IN THE HOUSE FINANCE COMMITTEE

A M E N D M E N T P i

3 1 %

TO: HB 486

Page 3, line 7, after “guarantee” :

Insert: “ that m eet the financial tests set in regulation by the com m issioner” 

Page 3, line 10:

Delete: “sinking fund”

Page 3, line 10, after “financial assurance”

Insert: “that meet the financial test or other conditions set in regulation by the 

commissioner”

Renum ber accordingly.
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F eb ru ary  13, 2004

The Honorable Pete Kott 
S peaker of the House 
A laska S ta te  Legislature 
S ta te  Capitol, Room 208 
J u n e a u , AK 99801-1182

D ear Speaker Kott:

U nder the au tho rity  of article  III, section 18, of the  A laska C onstitu tion , I 
am  tran sm ittin g  a bill re la ting  to m ine reclam ation  bond ing  an d  financial 
a ssu ra n ce .

This bill would m ake th ree  changes to existing law. F irst, it w ould 
rem ove “lode m ines,” som etim es referred  to a s  “h a rd -ro ck  -m ines,” from  the 
c u rre n t bonding “cap” of $750 per acre  for m ine rec lam ation  responsib ilities; 
th e  cap w ould rem ain in  effect for p lacer m ines. Second, it  w ould rep lace the  
te rm  “perform ance bond” w ith the  term  “financial a s su ra n c e ,” an d  w ould lis t 
various ways to provide th a t a ssu ra n c e , in o rder to give m in ing  com pan ies and  
th e  s ta te  the  flexibility to employ a  variety  of financial a ssu ra n c e  vehicles.
Third, it would create a m ine rec lam ation  t ru s t  fund , w hich w ould allow the  
b u ild -u p  of an  adequate  reclam ation  fund  th ro u g h  p aym en ts  m ade  over tim e 
a n d  th rough  the earn ings on th a t  fund.

These three changes all reflect, the  fact th a t  sa tisfac to ry  rec lam ation  of a 
h a rd -ro ck  m ine is a site-specific issu e . A generic do llar-per-acre  bond  "cap” 
sim ply does not work for reclam ation  responsib ilities for h a rd -ro ck  m ines.
E ach  m ine is unique, and  the optim al vehicle to u se  to en su re  final rec lam ation  
dep en d s on m any factors including, by way of exam ple: the  pro jected  m ine life; 
th e  need for long-term  site m an ag em en t m easu re s  (such as to ad d re ss  
po ten tia l acid mine drainage); and  th e  availability and  cost of d ifferent bonding  
tools in  the  cu rren t financial m arke t. Given th ese  an d  o th er factors, the  s ta te  
a n d  the  m ining industry  need flexibility in selecting and  c o n stru c tin g  financial 
a s su ra n c e s  for m ine reclam ation .

The th ird  elem ent of the bill, the  m ine rec lam ation  t ru s t  fund , is  an 
a tte m p t to accom m odate som e fiscal realities faced by the  in d u stry . It provides 
th e  opportun ity  fci the  s ta te  to se t u p  site-specific fund ing  ag reem en ts  to 
accom m odate long-term  or in -perpe tu ity  reclam ation  ta sk s . E xam ples 
include  the  possible need for in -p erp e tu ity  w ater tre a tm e n t at. th e  Red Dog

http://WWW.GOV.STATE


. line, long-term  m onitoring a t the  Illinois Creek Mine, and  in -perpe tu ity  
m ain ten an ce  of the  dam  for the  freshw ater recrea tion  lake th a t  Fort Knox Mine 
is leaving to A laskans a t  the  req u est of the  D epartm en t of N atural R esources. 
The t ru s t  fund  concept provides for a  m ethod of accom m odating long-term  or 
in -perpe tu ity  reclam ation  needs of th is type.

M aking deposits in to  a state-contro lled  t ru s t  fund  will have significant 
benefits for in d u stry  and  the  state . In addition  to providing poten tial benefits 
u n d e r  the federal tax  code for com panies, the  sta te  -would have access to a  fund  
for m ine reclam ation  w ork th a t  will re ta in  earn ings and  increase  over tim e.

The bill would provide th a t  the D epartm en t of Revenue w ould m anage 
investm en t of the  fund, it does already for a n u m b er of o th er sim ilar s ta te  
funds. B u t the D epartm ent of N atural R esources would be the agency 
au thorized  to m ake expend itu res from the fund  for m ine reclam ation  an d  p o s t­
c losure site m anagem ent.

The s ta te 's  resource  agencies, u n d e r  th e  leadersh ip  of the  D ep artm en t of 
N atu ra l R esources, have crafted th is bill w ith  an  u n d e rs ta n d in g  of the  n eed s  of 
th e  in d u s try  and  the needs of A laskans who rely on reclam ation  of the  land . 
This bill is broadly  supported  bjr the m ining industry .

I u rge your p rom pt and  favorable action on th is  m easu re

T h e  H o n o ra b le  P e te  K o t t
F e b r u a r y  13 , 2 0 0 4
P ag e  2

Sincerely you rs,

F ra n k  H. M urkow ski 
Governor

E n c lo s u r e



B r i e f i n g  P a p e r :  M i n i n g  R e c l a m a t i o n  B o n d i n g

S B  3 3 9  &  H B  4 8 6

Department o f Natural Resources 
March 1, 2004

Background
• Mine Reclamation Is Required By Law. Reclaim ing m ined ground —  returning it to a 

productive state —  is required by law.
• A Bond Protects Alaskans in Case a Company Fails to Reclaim. The State requires a 

bond before mining begins to provide assurance that if  the m iner does not com plete the 
reclamation obligation, the state can seize the bond and reclaim  the land.

• Alaska’s Law was Designed fo r Placer Mines, not Large Lode Mines. A laska’s 
reclamation statute took effect in 1991. A t that time, A laska’s industry was prim arily 
placer mines. Today, w e have an active placer m ining industry plus a new large mine 
industry: Red Dog, Greens Creek, Fort Knox, True N orth, and Pogo. A laska hopes to host 
m any new large mines in the future: Donlin, Pebble Copper and others.

• Alaska's Law Limits a Reclamation Bond to $750/acre; Large Mines Cannot Be 
Reclaimed For That Amount. A laska’s reclam ation law, intended for placer mines, puts a 
reclamation bond cap o f  $750 per acre. In other words, D N R  m ay not require the mining 
company to put up m ore than $750 per acre as a reclam ation bond. The law has worked 
well for the placer industry, but most large mines cannot be reclaim ed for $750 per acre. 
M ost large mines require large reclamation expenditures. Greens Creek has approximately 
a $26 million reclamation bond; Pogo is expected to require $23 million. Red D og’s bor.1 
will eventually be significantly greater.

• Alaska's Large Mines Have Voluntarily Given DNR a Large Bond. To resolve this issue 
—  that the state cannot require a bond big enough to reclaim  a m ine’s disturbance —  
Alaska’s lode mines have voluntarily provided a larger bond.

Three Changes. The bill makes three changes to A laska’s Reclam ation Bond Statute to 
respond to the changes in A laska’s mining industry.

1. Requires Full Bond For Large Mines. The bill lifts the reclam ation bond $750/acre cap 
for lode mines (i.e., large mines). The law will continue to work as it has for most placer 
mines and for exploration projects, but for large m ines D N R  will require a com pany to 
bond for the “reasonable and probable cost o f  reclam ation” before mining m ay begin.

2. Provides More Methods for Mines to Satisfy DNR's Bond Requ ' ements. The bill 
replaces the term “performance bond’ with the term  “financial assurance” and lists various 
ways that a mining com pany m ay provide that assurance: surety bond, letter o f  credit, 
certificate o f  deposit, corporate guarantee, or paym ents to the M ining Reclamation Trust 
Fund described below. Every mine is unique, and D N R expects that each m ine will need 
to use a different suite o f  instruments to satisfy the requirem ent to provide financial 
assurance (bond) that the work will be done.

• Mine Reclamation Trust Fund. The M ine Reclam ation Trust Fund provides a voluntary 
method by which a m ining company may give m oney to the State, for the State to hold until 
the money is needed for reclamation. Interest and earnings on the m oney held for the



mining company is returned to the tund for eventual use for that m ine’s reclamation. The 
Trust Fund does not change the requirement to bond; it only provides one m ore method for 
companies to meet that requirement.

The Trust Fund has a num ber o f  advantages for the state:
• It provides a method to accommodate long-term or perpetual reclamation 

requirements. The Red D og Mine is likely to need w ater quality treatment forever. 
Other mines have a sim ilar need for perpetual or long-term  reclamation funding. The 
only w ay to hold a fund that provides money for m any decades (or forever) is to use a 
mini endowment (i.e., a mini permanent fund). Interest on the Trust needs to come 
back to the Trust to fund each year’s reclamation work for a long time or for forever. 
The M ine Reclamation Trust Fund solves these problem s.

• Cash Is Best. The most secure bond for the State is cash, held by  the state. That 
provides the greatest assurance that money will be available if  a company fails to 
complete its obligation.

The Trust Fund has a num ber o f  advantages for mining com panies.
• Interest Accumulates Tax Free. I f  a company puts aside fluids for to be spent for 

reclamation a few decades later, the interest on the m oney is taxable. The state is not a 
taxable entity. Interest and earnings on a fund held by the state are not taxable.

• Other Tax Advantages. There are potentially other tax advantages for the mining 
company if  the state holds the com pany’s reclamation fund.

' A
Q u e s t i o n s  &  A n s w e r s

How w ould the M ine R eclam ation  T ru s t F u n d  w ork? A n exam ple. Im age a large gold m ine 
with a 30-year mine life. The com pany makes a reclamation agreement w ith the state. They use 
a variety o f financial instruments to meet the multi-million dollar bond requirement: a part o f 
their bond lequirement m ay be met by a letter o f  credit, part by  a surety company, and part by  a 
corporate guarantee. The mining company also decides to put m oney away each year in a M ine 
Reclamation Trust Fund (and they correspondingly reduce the am ount o f  another instrument, for 
example the corporate guarantee). The company signs a M em orandum  o f Understanding with 
DNR that addresses the conditions o f  that particular mine. The M em orandum  forecasts a 
schedule o f deposits into the Trust Fund and specifies which other bond mechanism is reduced, 
fhe  M emorandum also specifies the conditions by which DNR would, in the latter years o f  the 
m ine’s life, reimburse the com pany for reclamation work they complete. The Department o f  
Revenue invests the fund for the com pany and it grows through interest and deposits by the 
company. As the mine closure approaches, the Trust Fund is the m ajor source o f  funding for 
reclamation. At the end o f  mine life, the company closes the mine, and as each reclamation task 
is completed, DNR reimburses the company for the cost ol reclam ation work.

Does use of a T ru s t Fund  relieve a com pany o f its responsib ility  to reclaim  a mine? No.
The Trust Fund is only a place to hold the money. The company still has the responsibility to 
reclaim the site. I f  the money is not adequate, it is still the com pany’s responsibility to reclaim 
the mine.



W ho M anages a C om pany’s M ine R eclam ation T ru s t F un d ?  D ep a rtm en t o f Revenue. The
D epan.nent o f  Revenue manages the money in the trust fund. Through a M emorandum of 
Undei standing, the company m ay advise the Department o f  Revenue on investment goals (i.e., 
be m ore aggressive on equities in the early years o f the trust fund, but m ore conservative as mine 
closure approaches).

W ho A uthorizes E xpend itu res from  the F und for R eclam ation? DNR. The Department o f 
Natural Resources would authorize a reimbursement to the company for reclamation work done, 
or would spend the money itse lf in the event the company defaults on its reclamation obligation.

M ost o f this bill accom m odates the s ta tu to ry  needs of “ large m ines.” Is  th a t the sam e as a 
“ lode m ine?” M ore  o r less. Most o f  this bill does not affect most placer mines and 
exploration projects. The bill’s three major changes are useful for large mines such as Greens 
Creek, Red Dog, Pogo, or Fort Knox. All o f  these are lode mines. Because o f  the financial 
realities o f  the mining industry, all lode mines are expected to be large mines. Therefore, rather 
than define “large mines” in statute, the bill uses the term “lode mines” to accomplish the same 
result.

W h a t are A la sk a ’s reclam ation  bonds?

LAB
Mine

GE MINE BONDS 
Company Amount

Red Dog Teck-Cominco s 21,910,250
Pogo Teck-Cominco s 22,474,816

Ft. Knox FGMI s 12,150,415
True North FGMI s 1,381,100

Greens Mine Kennecott s 26,238,518
Poker Flats Usibclli Coal Mine s 3,485,917

Two Bull Ridge Usibelli Coal Mine s 4,075,880
Gold Run Pass Usibclli Coal Mine s 637,100

ALASKA’S PLACER MINE BON]D POOL
Bond Pool Refundable s 342,621

Non-Refundable $ 597,541

TOTAL s 93,294,158
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F I S C A L  N O T E

STATE  O F  A L A S K A
2004 L E G IS L A T IV E  SESSION

Revision Date/Time (Note if correction): 
Title Mining Reclamation Bonding

Fiscal Note Number: 

Bill Version:
(H) Publish Date:

Dept. Affected: 
RDU

1

REPORTED OUT

APR 2  9  2004

s e n a t e  f i n a n c e  
$©FiWlifiBE

HB 486
2/16/04

Natural Resources
Resource Development

Component Claims, Permits and Leases
Sponsor
Requester

Rules
Governor

E x p e n d itu re s /R e v e n u es

Component No. 

(Thousands of Dollars)

2460

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
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 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/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 of any current year (FY2004) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time 0 0 0 0 0 0
Part-time
Temporary

ANALYSIS: (Attach a separate page if  necessary)
This bill makes various changes to AS 27.19, and establishes a Mining Reclamation Trust Fund under AS 37.14.

The bill would require no additional staff at the Department of Natural Resources. The Mining Reclamation Trust 
Fund would allow the state to take in funds from a particular mine for use for reclamation at that mine. There would 
be no net change to funds available to the state for general government purposes.

The last financial change established by the bill is ttiat income and other earnings on the reclamation bond pool, 
used for placer mines, would be returned to the pool (AS 27.19.040(b)). This amount is expected to be 
approximately $50,000 in FY 04. The new language changes the location for holding for the funds but does not 
change the amount available to the state.

Prepared by: 
Division

Approved by: 
Agency

(Revised 0/2DOJ OMD)

Bob Loeffler, Director Phone 269-8600
Mining, Land & W ater Date/Time 1/21/04

Thomas Irwin, Commissioner Date 1/21/04
Natural Resources

C : .  I T T  E E  C O P Y

Page 1 of_1___



REPORTED OUT

F I S C A L  N O T E

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
Title Mining Reclamation Assurance/

Fund

Fiscal Note Number: 

Bill Version:
() Publish Date:

Dept. Affected:
> D U
Component

APR 2  9 2004

S E N A TE  F IN ANC E  
C O M M ITEE  

CSHB 486(FIN)

Revenue

Sponsor
Requester

Rules Committee

Revenue Programs & Services 
Treasury Management

Request of the Governor

E x p e n d i t u r e s / R e v e n u e s

Component No. 

(Thousands of Dollars)

121

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 | FY 2006 FY 2007 FY 2008 | FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

6.0 I 12.0 18.0 24.0 | 30.0 36.0

15.0

TOTAL OPERATING 21.0 12.0 18.0 24.0 30.0 36.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE_______________________________________________ (Thousands of Dollars)
1002 Federal Receipts ................  I
1003 GF Match
1004 GF
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1037 GF/Mental Health
Mine reclamation trust fund 21.0 12.0 18.0 24.0 30.0 36.0

TOTAL 21.0 12.0 18.0 24.0 30.0 36.0

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal: |

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if  necessary)

This fiscal note is predicated upon a trust fund build-up of $10 million per year plus fund earnings. The 
cost of managing a fixed income trust fund internally is about 6 basis points. Additionally, this fund would 
require individual project fund tracking, something that is slightly different from anything now done at 
Treasury. A contractual cos‘ of $15.0 is included to originate that tracking with GeFONSI.

Prepared by: 
Division

Approved by: 
Agency

Tomas Boutin. Deputy Commissioner Phone 465-3669
Treasury Date/Time 4/26/04 4:30 PM

Steve Porter, Deputy Commissioner Date 4/26/2004
Department of Revenue

(RovimmJ 17/2003 OMB) Page 1 o f  1__



□  400 WILLOUGHBY AVENUE 
JUNEAU, ALASKA 99801-1796 
PHONE: (907) 465-2400 
FAX: (907) 465-3886

□  550 WEST 7™ AVENUE, SUITE 1400 
ANCHORAGE, ALASKA 99501-3650 
PHONE: (907) 269-8431 
FAX: (907) 269-8918

A p r i l  6 ,  2 0 0 4

F R A N K  H. M URKOW SKI, G O VERN O R

T h e  H o n o r a b l e  G a r y  W i l k e n ,  C o - C h a i r  

T h e  H o n o r a b l e  L y d a  G r e e n ,  C o - C h a i r  

S e n a t e  F i n a n c e  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

J u n e a u ,  A K  9 9 8 0 1

R E :  H B  4 8 6 ,  M i n i n g  R e c l a m a t i o n  B o n d i n g  

D e a r  S e n a t o r s  W i l k e n  a n d  G r e e n :

I a m  w r i t i n g  t o  r e q u e s t  a  h e a r i n g  i n  t h e  S e n a t e  F i n a n c e  C o m m i t t e e  n e x t  w e e k ,  f o r  C S H B  4 8 6 ,  a  b i l l  t h a t  

r e l a t e s  t o  r e c l a m a t i o n  b o n d i n g  a n d  f i n a n c i a l  a s s u r a n c e .  T h e  c o m p a n i o n  b i l l ,  S B  3 3 9  i s  c u r r e n t l y  i n  t h e  

S e n a t e  F i n a n c e  C o m m i t t e e .  T h e s e  b i l l s  a m e n d  m i n i n g  l a w  a t  A S  2 7 . 1 9 .  T h e  C o m m i t t e e  S u b s t i t u t e  a m e n d s  

S e c t i o n  2 ,  A S  2 7 . 1 0 . 0 4 0 ( e ) ( 4 )  a n d  ( 6 ) ,  p a g e  3 ,  l i n e s  7  a n d  1 1 ,  t o  r e q u i r e  t h e  d e p a r t m e n t  t o  e n s u r e  t h a t  c e r t a i n  

f i n a n c i a l  i n s t r u m e n t s  u s e d  f o r a  r e c l a m a t i o n  b o n d  m e e t  r e g u l a t o r y  t e s t s .  T h e  D e p a r t m e n t  o f  N a t u r a l  

R e s o u r c e s  ( D N R )  i n t e n d s  t o  p r o m u l g a t e  r e g u l a t i o n s  a n d  w e  h a v e  n o  p r o b l e m  w i t h  t h e  a m e n d m e n t .  T h e  

S e n a t e  R e s o u r c e s  C o m m i t t e e  h e a r d  C S H B  4 S 6  a n d  p a s s e d  t h e  b i l l  w i t h  f i v e  “ d o  p a s s "  v o t e s .

T h e  b i l l  m a k e s  t h r e e  c h a n g e s  t o  e x i s t i n g  l a w .  F i r s t ,  i t  r e m o v e s  " l o d e  m i n e s , "  s o m e t i m e s  r e f e r r e d  t o  a s  " h a r d -  

r o c k  m i n e s , "  f r o m  t h e  c u r r e n t  b o n d i n g  " c a p "  o f  S 7 5 0  p e r  a c r e  f o r  m i n e  r e c l a m a t i o n  r e s p o n s i b i l i t i e s ;  t h e  c a p  

r e m a i n s  i n  e f f e c t  f o r  p l a c e r  m i n e s ,  S e c o n d ,  i t  r e p l a c e s  t h e  t e r m  " p e r f o r m a n c e  b o n d "  w i t h  t h e  t e r m  " f i n a n c i a l  

a s s u r a n c e , "  a n d  l i s t s  v a r i o u s  w a y s  t o  p r o v i d e  t h a t  a s s u r a n c e .  R e p l a c i n g  t h i s  t e r m  p r o v i d e s  m i n i n g  c o m p a n i e s  

a n d  t h e  s l a t e  t h e  f l e x i b i l i t y  t o  e m p l o y  a  v a r i e t y  o f  f i n a n c i a l  a s s u r a n c e  v e h i c l e s .  L a s t ,  i t  c r e a t e s  a  m i n e  

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

o v e r  t i m e  a n d  t h r o u g h  t h e  e a r n i n g s  o n  t h a t  f u n d .  I h a v e  e n c l o s e d  a  c o p y  o f  t h e  G o v e r n o r ’ s  T r a n s m i t t a l  l e t t e r ,  

a  c u r r e n t  f i s c a l  n o t e ,  a  b r i e f i n g  p a p e r ,  a  c o p y  o f  C S H B  4 8 6  w i t h  t h e  a m e n d m e n t  h i g h l i g h t e d  a n d  a n  e d i t e d  

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

I a p p r e c i a t e  y o u r  c o n s i d e r a t i o n  i n  s c h e d u l i n g  t h i s  b i l l .  P l e a s e  c o n t a c t  J a n e t  B u r l e s o n  B a x t e r  a t  ( 9 0 7 )  4 6 5 -  

4 7 3 0  i f  y o u  h a v e  a n y  q u e s t i o n s .  Y o u  m a y  a l s o  c o n t a c t  B o b  L o c f f i e r ,  D i r e c t o r  o f  t h e  D i v i s i o n  o f  M i n i n g ,  

L a n d  a n d  W a t e r  a t  ( 9 0 7 )  2 6 9 - 8 6 0 0 .

S i n c e r e l y ,

E n c l o s u r e s

c c :  B o b  L o e f l l c r ,  D i r e c t o r ,  M L & W

M i k e  T i b b i e s ,  L e g i s l a t i v e  L i a i s o n ,  O f f i c e  o f  t h e  G o v e r n o r  

J a n e t  B u r l e s o n  B a x t e r ,  L e g i s l a t i v e  L i a i s o n ,  D N R

DEPARTM ENT OF NATURAL RESOURCES 

O F F IC E  O F  T H E  C O M M IS S IO N E R

“Develop, Conserve, and Enhance Natural Resources for Present anil Future Alaskans. ”
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B r i e f i n g  P a p e r :  M i n i n g  R e c l a m a t i o n  B o n d i n g

S B  3 3 9  &  H & 4 8 6  

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  

M a r c h  1 , 2 0 0 4

B a c k g r o u n d
• Mine Reclamation Is Required By Law. Reclaim ing m ined  ground —  returning it to a 

productive state —  is required b y  law.
• A Bond Protects Alaskans in Case a Company Fails to Reclaim. The State requires a 

bond before m ining begins to provide assurance that if  the  m iner does not com plete the 
reclam ation obligation, the state can seize the bond and reclaim  the land.

• Alaska’s Law  was Designed fo r Placer Mines, not Large Lode Mines. A laska’s 
reclam ation statute took effect in  1991. A t that time, A laska’s industry was prim arily  
placer mines. Today, we have an active placer mining industry  plus a new large m ine 
industry; R ed  Dog, Greens Creek, Fort K nox, True N orth, and Pogo. Alaska hopes to host 
m any new large mines in  the future: Donlin, Pebble Copper and others.

• Alaska's Law Limits a Reclamation Bond to $750/acre; Large Mines Cannot Be 
Reclaimed For That Amount. A laska’s reclam ation law, intended for placer mines, puts a  
reclam ation bond cap o f  $750 per acre. In other words, D N R  m ay not require the m ining 
com pany to put up m ore than 3750 per acre as a reclam ation bond. The law has w orked 
w ell for the placer industry, but m ost large mines cannot be  reclaim ed for $750 per acre.
M ost large m ines require large reclam ation expenditures. Greens Creek has approxim ately  
a $26 m illion reclam ation bond; Pogo is expected to require $23 million "  og’s bond 
w ill eventually be  significantly greater.

• Alaska's Large Mines Have Voluntarily Given DNR a Large Bond. . j  this issue
—  that the state .cannot require a bond b ig  enough to reclaim  a m ine’s —ocurbance —  
A laska’s lode mines have voluntarily provided a larger bond.

T h r e e  C h a n g e s .  The b ill m akes three changes to A laska’s R eclam ation Bond Statute to 
respond to the changes in  A laska’s mining industry.

1. Requires Full Bond For Large Mines. The bill lifts the reclam ation bond $750/acre cap 
for lode mines (i.e., large mines). The law  w ill continue to w ork as it has for m ost p lacer 
mines and for exploration projects, bu t for large m ines D N R  w ill require a com pany to 
bond for the "reasonable and probable cost o f reclam ation” before mining m ay begin.

2. Provides More Methods fo r  Mines to Satisfy DNR's Bond Requirements. T he bill 
replaces the term “perform ance bond’ w ith the term  "financial assurance" and lists various 
ways that a m ining com pany may provide that assurance: surety bond, letter o f  credit, 
certificate o f  deposit, corporate guarantee, or paym ents to the M ining Reclamation T rust 
Fund described below. Every mine is unique, and D N R  expects that each m ine will n eed  
to use a different suite o f  instruments to satisfy the requirem ent to provide financial 
assurance (bond) that the w ork will be done.

• Mine Reclamation Trust Fund. The M ine Reclam ation T rust Fund provides a voluntary 
method b y  which a m ining company m ay give m oney to the State, for the State to hold until 
the money is needed for reclamation. Interest and earnings on the money held for the



m ining com pany is returned to the fund for eventual use for tha t m ine’s reclam ation. The 
Trust Fund does not change the requirement to bond; it only provides one m ore m ethod for 
com panies to m eet that requirement.

The Trust Fund has a number o f  advantages for the state:
• It provides a method to accommodate long-term or perpetual reclamation 

requirements. The Red Dog M ine is likely to need w ater quality treatment forever. 
O ther mines have a similar need for perpetual or long-term  reclam ation funding. The 
only w ay to hold a fund that provides m oney for m any decades (or forever) is to use a 
m ini endow m ent (i.e., a mini permanent fund). Interest on  the Trust needs to com e 
back to the Trust to fund each year’s reclam ation work fo r a long time or for forever. 
The M ine Reclam ation Tm st Fund solves these problem s.

• Cash Is Best. The m ost secure bond for the State is cash, held by  the state. That 
provides the greatest assurance that money w ili be available i f  a company fails to 
com plete its obligation.

The Trust Fund has a number o f  advantages for mining com panies.
• Interest Accumulates Tax Free. I f  a com pany puts aside funds for to be spent for 

reclam ation a few  decades later, the interest on  the m oney is taxable. The state is not a  
taxable entity. Interest and earnings on a fund held by  the  state are not taxable.

• Other Tax Advantages. There are potentially other tax advantages for the m ining 
com pany i f  the state holds the company’s reclam ation fund.

Q u e s t i o n s  &  A n s w e r s

H ow  w ould  the  M ine R eclam ation  T ru s t F u n d  w ork ?  A n exam ple. Im age a  large gold m ine 
with a 30-year m ine life. The company makes a reclamation ap ee m en t w ith the state. They use  
a variety o f financial instruments to meet the m ulti-m illion dollar bond  requirement: a part o f 
their bond requirement m ay be met by a letter o f  credit, part by a surety  company, and part by  a  
corporate guarantee. The mining company also decides to put m oney away each year in a M ine 
Reclamation Trust Fund (and they correspondingly reduce the am ount o f  another instrument, fo r 
example the corporate guarantee). The company signs a M em orandum  o f  Understanding with 
DNR that addresses the conditions o f that particular mine. The M em orandum  forecasts a  
schedule o f deposits into the Trust Fund and specifies which other bond mechanism is reduced. 
The M emorandum also specifies the conditions by which D N R w ould, in  the latter years o f the 
m ine’s life, reimburse the company for reclamation w ork they com plete. The D epartm ent o f 
Revenue invests the fund for the company and it grows through interest and deposits by the 
company. As the mine closure approaches, the Trust Fund is the m ajor source o f  funding for 
reclamation. A t the end o f  mine life, the company closes the mine, and as each reclam ation task  
is completed, DNR reim burses the company for the cost o f reclam ation work.

Does use of a T ru s t F u n d  relieve a com pany of its responsib ility  to reclaim  a m ine? No.
The Trust Fund is only a place to hold the money. The com pany still has the responsibility to 
reclaim the site. If the m oney is not adequate, it is still the com pany’s responsibility to reclaim  
the mine,



W ho M an ag es  a C om pany’s M ine R eclam ation  T ru s t F u n d ?  D e p a r tm e n t of R evenue . The
D epartm ent o f  Revenue m anages the m oney in the trust fund. Through a M em orandum  o f 
U nderstanding, the company m ay advise the D epartm ent o f  R evenue on  investm ent goals (i.e., 
be m ore aggressive on equities in the early years o f the trust fund, bu t m ore conservative as m ine 
closure approaches).

W ho  A u tho rizes E xpend itu res fro m  th e  F u n d  fo r R eclam ation? D NR. The D epartm ent o f 
N atural Resources would authorize a reim bursem ent to the com pany for reclam ation w ork done, 
or w ould spend the money itse lf in  the event the com pany defaults on its reclam ation obligation.

M o st o f th is  b ill accom m odates th e  s ta tu to ry  needs of “ la rge  m ines.” Is th a t th e  sam e as a 
“ lode m in e?” M ore  or less. M ost o f this b ill does not affect m ost p lacer mines and 
exploration projects. The b ill’s three m ajor changes are useful for large m ines such as Greens 
Creek, R ed Dog, Pogo, or Fort Knox. A ll o f  these are lode mines. B ecause o f  the financial 
realities o f  the mining industry, all lode m ines are expected to be large mines. Therefore, rather 
than define “large mines" in statute, the b ill uses the term “lode m ines” to accom plish the same 
result.

W h a t a r r A lask a’s reclam ation  bonds?

LARGE MINE BONES 
Mine | Company

1
Amount ,

R ed D og T eck-C om inco S 21,910,250
Pogo T eck-C om inco S 22,474,816

F t. K nox F G M I S 12,150,415
T ru e  N o rth F G M I 5 1,381,100

G reens M in e K en n eco tt S 26,238,518
P o k er F la ts U sibelli C oal M in e S 3 ,485,917

Tw o B ull R id g e U sibe lll C oal M in e S 4,075,880

Gold R u n  P ass U sibe lli C oal M ine S 637,100

ALASKA’S PLACER MINE BOND POOL
B ond P ool R efu n d ab le S 342,621

N on-R efundab le S 597,541

TOTAL $ 93,294,158



DNR, April 5, 2004

H ouse F inance A m endm ent, HB 486
Senate Resources Packet

The House Finance amendment to the original bill occurred in Sec. 2 and is shown 
below. Deletions are shown in [BRACKETS AND CAPS]; additions are underlined. 
The amendment is underlined in the attached Comm ittee Substitute.

Sec. 2. AS 27.19.040 is amended by adding a new subsection to read:
(e) A m iner may satisfy the requirement under this section for an individual 

financial assurance by providing, in a form acceptable to and approved by the 
commissioner, any o f the following:

(1) surety bond;
(2) letter o f  credit;
(3) certificate o f  deposit;
(4) corporate guarantee that meets the financial tests set in regulation by the 

com m issioner:
(5) paym erts and deposif j into the trust fund established in AS 37.14.800; or
(6) any other form o f  financial assurance that meets the financial test or other 

conditions set in regulation by the commissioner. [SINKING FUND, OR ANY OTHER 
FORM OF FINANCIAL ASSURANCE]
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F eb ruary  13, 2004

The Honorable Pete Kott 
S peaker of the House 
A laska  S tate  Legislature 
S ta te  Capitol, Room 208 
J u n e a u , AK 99801-1182

D ear Speaker Kott:

U nder the au tho rity  of article III, section 18, of the  A laska C onstitu tion , I 
am  tran sm ittin g  a bill re la ting  to m ine rec lam ation  bonding an d  financial 
a ssu ra n c e .

T his bill would m ake  three changes to existing law. F irst, it w ould 
rem ove “lode m ines,” som etim es referred  to a s  “h ard -ro ck  m ines,” from  the  
c u rre n t  bonding “cap” of $750 per acre  for m ine reclam ation  responsib ilities; 
th e  cap  would rem ain  in  effect for p lacer m ines. Second, it w ould rep lace the 
te rm  “perform ance bond” w ith the  term  “financial a ssu ra n c e ,” an d  w ould list 
v a rio u s  ways to provide th a t a ssu ra n ce , in o rder to give m ining com pan ies an d  
th e  s ta te  the  flexibility to em ploy a  variety  of financial a ssu ra n ce  vehicles. 
T hird , it would create a  m ine reclam ation  t ru s t  fund , w hich w ould allow the  
b u ild -u p  of an adequate  rec lam ation  fund  th ro u g h  paym ents m ade over tim e 
a n d  th rough  the  earn ings on th a t  fund.

These three changes all reflect the  fact th a t  satisfactory  rec lam ation  of a 
h a rd -ro ck  m ine is a  site-specific issue . A generic do llar-per-acre bond  “c ap ” 
sim ply does no t work for reclam ation  responsib ilities for ha rd -rock  m ines.
E ach  m ine is un ique, an d  the  optim al vehicle to u se  to en su re  final rec lam ation  
d ep en d s on m any factors including , by way of exam ple: the  projected m ine life; 
th e  need  for long-term  site  m anagem en t m easu re s  (such as to ad d re ss  
po ten tia l acid m ine drainage); and  the  availability and  cost of d ifferent bonding 
tools in the  cu rre n t financial m arket. Given these  and  o ther factors, th e  s ta te  
a n d  the  m ining industry  need flexibility in selecting and  co n stru c tin g  financial 
a s su ra n c e s  for m ine reclam ation.

The th ird  elem ent of the  bill, the  m ine reclam ation  tru s t  fund , is an  
a tte m p t to accom m odate som e fiscal realities faced by the  industry . It provides 
th e  opportun ity  for the s ta te  to se t u p  site-specific funding  ag reem en ts to 
accom m odate  long-term  or in -perpe tu ity  reclam ation  task s. E xam ples 
inc lude  the  possible need for in-perpetuiLy w ater trea tm en t a t th e  Red Dog

http://WWW.GOV.STATE.AK.US


Mine, long-term  m onitoring a t the  Illinois C reek Mine, an d  in -p erp e tu ity  
m ain ten an ce  of the  dam  for the  freshw ater recrea tion  lake th a t  F ort Knox Mine 
is leaving to A laskans a t  th e  req u est of th e  D ep artm en t of N atu ra l R esources. 
The t ru s t  fu n d  concept provides for a  m ethod  of accom m odating  long-term  or 
in -perpe tu ity  reclam ation n eed s  of th is  type.

M aking deposits in to  a  sta te -con tro lled  t ru s t  fund will have significant 
benefits for in d u stry  and  th e  sta te . In add ition  to providing po ten tia l benefits  
u n d e r the  federal tax  code for com panies, th e  s ta te  w ould have access to a  fu n d  
for m ine reclam ation  w ork th a t  will re ta in  earn ings an d  in crease  over tim e.

The bill would provide th a t  the  D ep artm en t of R evenue w ould m anage 
investm en t of the fund, a s  it does a lready  for a  n u m b er of o th e r sim ilar s ta te  
funds. B u t th e  D epartm en t of N a tu ra l R esources would be th e  agency 
au tho rized  to  m ake expend itu res from  the  fu n d  for m ine rec lam ation  a n d  p o s t­
c losure site  m anagem ent.

The s ta te 's  resource  agencies, u n d e r  the  leadersh ip  of the  D ep artm en t of 
N atural R esources, have crafted  th is  bill w ith  an  u n d e rs ta n d in g  of th e  n eed s of 
the in d u s try  and  the needs of A laskans who rely on rec lam ation  of th e  land . 
This bill is broadly su ppo rted  by the  m in ing  industry .

I u rge  your p rom pt an d  favorable action  on th is  m easu re

T h e  H o n o ra b le  P e te  K o t t
F e b r u a r y  13 , 2 0 0 4
P a g e  2

Sincerely yours,

G overnor

E n c lo s u r e



C o u n c il  o j  A la s k a  P r o d u c e r s

RO. B o x  2 2 6 5 3  June:m . A

B rie fin g  P ap e r
HB 486

Thank you for the opportunity to speak to this bill.

My name is Rich Heig. I am president o f  the Council o f  A laska Producers, and also General 
M anager o f Greens Creek M ining Company.

The Council o f  Alaska Producers is an organization that educates and promotes responsible 
development o f  natural resources in the State o f  Aiaska. We are made up o f  the larger mining 
operations and potential operations o f  Alaska, all o f  which are also members o f the Alaska 
Mining Association.

The Producers Council supports HB 486.

This bill will make several important changes to the requirements for bonding and financial 
assurance for mining operations.

This bill allows the state to recognize the higher reclamation requirements associated with hard 
rock mining operations as compared to placer operations. These mines recognize their 
responsibility for reclamation and closure. This bill supports w hat DNR and DEC have also 
beer requiring for several years.

This bill also recognizes the need for com panies to have several methods available to them for 
providing financial assurances for reclamation and closure requirements. The cost and 
availability o f bonds or letters o f  credit are becom ing more difficult. This bill allows for other 
means o f  financial assurance, including CD ’s, treasury accounts, corporate guarantees, or other 
methods.

The third part o f  the bill establishes a trust fund held by the state that can assist in long term 
closure and monitoring. This account, funded by mining companies, is another alternative to 
ensure long term closure and reclamation are accounted for.

The Producers Council supports passage o f HB 486 and ask that it be passed out o f  Committee.



DATE: 3/26/04 FURTHER:

S E N A T E  C O M M IT T E E  R E P O R T

DATE TURNED 
IN TO OFFICE:

Resources Committee considered CS FOR HOUSE BILL NO. 486(FIN)

HB 486 MINING RECLAMATION ASSURANCES/FUND

"An Act relating to reclamation bonding and financial assurance for certain mines; relating to financial 
assurance limits for lode mines; establishing the mine reclamation trust fund; and providing for an effective 
date."

and recommends:

[

T '  

[

[

[

be replaced with 

adopt previous _

CS

CS -4—*— - - -W -

attached amendment(s) 

adopt Letter of Intent by 

further referral to ____

Committee

Committee

Senate Bill:
[ ] Same Title 
[ ] New Title

House Bill:
T ̂  Same Title 
I ] Technical Title 

Change 
[ ] New Title w/ 

SCR#____

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Indet. Zero FN# Department Date Fiscal Indet. Zero FN#

IL£ / X

H i i

[ ] A PPR O PR IA TIO N  -  no fiscal note

P '- |1 o O 

5eclt<r\!>

OC’XVf^

^ IG H £ T U R E £  ANp RECOMMENDATIONS: DO
PASS /

Do Not 
Pass

No Rec A mend

( / O f '-------^
y •»

C
9 / f l ^

V j t / -------

C H A IR :^  . rr-rt t V  ^__-----------------------------------------------------



HB 486-MINING RECLAMATION ASSURANCES/FUND

NAME: — ^  ^ * ± 1 ^ --------------------------------- Subject/Bill

Co./Dept./Title: Phone: ■
AL ' <T v k  (' 2 4 r ^ - B ll2-(p

Address:. 0 5 0  v o  ' - p ? i-Vh . , W u  ^ \ o o  | / V J - yjp-___________ ___________

Do you wish lo leslify?   Yes  No J ^ R e s p o n d  To Questions

SENATE FINANCE COMMITTEE

S I G N - I N

N A M E :---------------------------------------------------------------------------------  Subject/Bill No:

C o./D ept./T itlc:----------------------------------------------------------------------  P hone:-------------

Add. 'ss:_____________________________________________________  Z ip :-----------------

Do you wish to testify?  Yes  No  Respond To Questions

N A M E :---------------------------------------------------------------------------------  Subject/Bill No:

C o./D cpt./T itle:----------------------------------------------------------------------  P hone:-------------

Address:_____________________________________________________ Z ip:-------------------

Do you wish to testify?  Yes  No  Respond To Questions

N A M E :---------------------------------------------------------------------------------  Subject/Bill No:

C o./D cpt./T itle:----------------------------------------------------------------------  Phone:-------------

Address:_____________________________________________________  Z ip :-----------------

Do you wish to testify?  Yes  No  R espond T o  Q uestions

SFC-04
MB 486

4/29/04



COMMITTEE: S F I N  

DATE: 4 / 2 9 / 0 4  ____

s i t e :  O f f  n e t s

B I L L #  H B 4 8 6  

UPDATE #:

SUBJECT OF MEETING:

DO YOU WANT

P R L-N T Y O U R  N A M E  C O M M U N I T Y  R E P R E S E N T I N G / A F F I L I A T I O i N  T E S T I F Y
/  Y o r N

JJob Loeffler DNR Y



s i t e :  F a irb a n k s S U B J E C T  OF M E E T IN G :

C O M M IT TE E : S F IN B I L L  # :  H B  4 8 6

DATE: 4 /2 9 /2 0 0 4 U PD A TE # : 1

DO YOU WANT

P R I N T  Y O U R  N A M E  C O M M U N I T Y  R E P R E S E N T I N G / A F F I L I A T I O N  TESTIFY
Y o r N

Cameron Leonard Fairbanks AGO To answer 
?s HB 486







Date of Committee Action: _

The FINANCE Committee considered: HR 487

HOUSE BILL NO. 487 DETENTION OF MINORS

"An Act relating to the detention of delinquent minors in correctional facilities; relating to emergency detention 
of minors for evaluation for involuntary admission for mental health treatment; relating to detention of 
intoxicated minors and minors incapacitated by alcohol or drugs; and providing for an effective date."

Recommends it be replaced with [ ] HCS or [ ] CS for_____________________________________ (_________ )
For Senate Bills with new title: [ ] Technical Title [ ] New Title: liC R ________  [ ] Same Title [ ] New Title

[ ] attach amendments
[ ] add new referral t o ______________Committee
[ ] Letter of In te n t_ ___________Committee

H O U S E  C O M M I T T E E  R E P O R T

(11)
Date Referred to Com m ittee: M arch  18,2004 FU RTH ER REFER R A LS:

List of 
/I bbrcv 
for
Dept s.:
ADM
CED
COR
CRT
EED
DEC
DEC
GOV
1ISS
LEG
LAW
LWF
MVA
DNR
DPS
REV
DOT
UA

NEW  F ISC A L  N O T ES
♦Assigned by Chief Clerk’s Office

List by Deptfs): ♦FN# Fiscal Indet. Zero

PREVIOUS F ISC A L  N O TES
List bv Dept(s): FN# Fiscal Indet. Zero
V \ ^ i s '

I-----

Signing with recom m endations

f - o 5 T ^

'tv-
C h a ir:

Printed Last Name



F I S C A L  N O T E

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Dale/Time (Note if correction):
Title RELATING TO DETENTION OF JUVENILES

Dept. Affected:
RDU

Fiscal Note Number:
Bill Version:
(H) Publish Dale:

1
HB 487
2/16/04

Health & Social Services 
Juvenile Justice____________________

Component Delinquency Prevention

Sponsor

Requester _____________

E x p e n d i t u r e s / R e v e n u e s

(RLS) BY REQUEST OF THE  
GOVERNOR __________

Component No. 

(Thousands of Dollars)

248

Nole: Amounts do not include inflation unless otherwise noled below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Conlractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES 101

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1037 GF/Mental Health
Other(Specify Type-do not abbreviate)
Other(Specify Type-do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: ____________
Mark this box (X) if funding fo r this bill is included in the Governor's FY 2004 budget proposal:

Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if  necessary)

The proposed changes to statute will have no fiscal impact on the Division of Juvenile Justice. The proposed
changes will put the state in compliance with the federal Juvenile Justice and Delinquency Act (JJDPA) formula
grant program,

Prepared by: Karen Forresl______________________________________________  Phone 465-2339
Division Juvenile Justice____________________________________________  Dale/Time 02/11/2004

Approved by: Joel S. Gilbertson. Commissioner________________________  Dale 02/12/2004
Agency Department of Health and Social Services_________________

(R«vi»«d S/7002 OMB) Page 1 of 1



F I S C A L  N O T E

Revision D a te /T im e (N ote if correction):______________________Dept. Affected;___________Public Safety
Title Juvenile Detention______________________________ RDU Alaska State Troopers
_______________________________________________________________ Component AST Detachments_______
Sponsor Rules Committee_______________________________  _________________________
Requester Governor_______________________________________Component No. 2325

E x p e n d i tu re s /R e v e n u e s __________________________________ (Thousands of Dollars)___________

ST A T E  O F  A L A S K A  Fiscal Note Number: 2__________
2004 L E G IS L A T IV E  SESSION Bill Version: HB 487

(H) Publish Date: 2/16/04

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
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

CHANGE IN REVENUES ( ) | | | |

FUND SOURCE_________________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/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 of any current year (FY2004) cost: 0.0
Mark this box (X) If funding for this bill is included In the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: /Attach a seoarate oaoe i f  necessary)

This bill will amend AS 47.12.240, AS 47.30.705 and AS 47.37.170. The stated purpose of this bill is to preserve 
Alaska's federal formula grant receipts of approximately $700,000 and to meet certain requirements to apply for other 
federal grant money. The bill, in essence, stales that "emergency protective custody under these sections may not 
include placement of a minor in a jail or secure facility”. The bill addresses minors who are taken into protective 
custody for mental health issues or those in protective custody due to intoxication because of drugs or alcohol.

The Department of Health and Social Service. Division of Juvenile Justice, has committed to supplying training and 
training materials to law enforcement officers to insure compliance wilh this statute.

There is no Fiscal impact anticipated by the Department of Public Safety.

Prepared by: Lt. Al Storey Phone 269-4532
Division Alaska State Troopers Date/Time 2/12/04 3:19 PM

Approved by: Commissioner William Tandeske Date 2/12/2004
Agency Department of Public Safety

(Replied 12/V003 OMO) Page 1 of 1
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F R A N K  H. MURKOW SKI, GOVERNOR

DEPT. O F H EA LTH  A N D  SO C IA L  SER V IC ES

O F F I C E  O F  T H E  C O M M I S S I O N E R

P.O. BOX 110601 
JUNEAU, ALASKA 99B11-0601 
PHONE: (907 )465-3030  
FAX: (907) 465-3068

February 17, 2004

Honorable Lesil M cGuire, Chair 
House Judiciary Comm ittee 
Alaska Stale Capitol; Rm. 11S 
Juneau, AK 99801-1182

Dear Representative M cGuire,

The Department o f  Health and Social Services respectfully requests a hearing in the House 
Judiciary Committee on House Bill 487 “An Act relating to the detention o f  delinquent 
minors in correctional facilities; relating to em ergency detention orm inors for evaluation for 
involuntary admission for mental health treatment; relating to detention o f  intoxicated minors 
incapacitated by alcohol or drugs; and providing for an effective date.”

The purpose o f  this bill is to bring Alaska into compliance with recent revisions to the federal 
Juvenile Justice and Delinquency Act. Under the Act, emergency protective custody o f 
juveniles may not include placement in a locked ja il or youth facility. Failure to comply with 
this federal requirement jeopardizes receipt o f  approximately $700,000 in federal funds that 
are a cornerstone o f  the departm ent’s juvenile justice program.

The Governor’s transmittal letter and zero fiscal note relating to HB 487 are on file with the 
committee.

Your favorable consideration o f this request will be appreciated.
<

cc: Mike Tibbies, Director
Legislative Office, Office o f  the G overnor 

Patty Ware, Director, DJ.1

M.F38LM Cj P'lnlod on nicyclud p.iiiot



SB 340 /HB 487 Relating to the Detention of Juveniles 
Department of Health and Social Services 

Division of Juvenile Justice- 2/20/04

Highlights related to the Proposed Legislation:

❖ M odifies AS 47.12.240, AS 47.30.705 and AS 47.37.170 to prohibit the placement of minors 
in a jail or secure facility who are in protective custody due to mental illness, grave disability, 
intoxication or incapacitation by alcohol or drugs.

♦> Required for D H SS/D JJ to be in compliance with the 2002 reauthorization o f the federal 
Juvenile Justice and Delinquency Prevention Act o f 1974 (JJDPA) that went into effect on 
October 1, 2003.

♦> Does not affect existing statutory provisions for the detention o f minors for delinquent or 
“criminal-type” offenses described in AS 47.12.240. The emphasis is on ensuring that state 
statute comports w ith the federal requirements for not holding non-offenders in a locked 
facility when they have not committed a crime.

Background:

DHSS, DJJ receives approximately $700,00 annually through the federal Juvenile Justice and 
Delinquency Prevention Act (JJDPA) formula grant program. Funds are used to pay for a
variety of services, including nonsecure shelters and prevention/intervention services for juveniles. 
States receiving JJD P funds must meet four core juvenile justice mandates. The mandates along with 
the actual numerical standards for “violations” are:

a. D einstitutionalization of status offenders and non-offenders: 5.7 per 100,000;
b. Separation o f juveniles from adult offenders in institutions: Zero (0);
c. Removal o f juveniles from adult jails and lockup facilities: 9.0 per 100,000;
d. Reduction o f disproportionate minority contact: no statistical de minimis.

Alaska is currently out of compliance with these standards at a fairly significant rate. Violation 
rates for the first three core mandates in FY02 and FY03 are as follows:

a. Deinstitutionalization: FY02 at 47.70 and FY03 at 37.82;
b. Separation from Adult offenders: FY02 at 21.35 and FY03 at 4.1; and,
c. Jail Removal: FY02 at 68.08 and FY03 at 47.05.

Without passage of this legislation, the Department will lose 40% of the FFY2004 grant award, 
or $280,000 in the first year and an additional 40% of the FFY2005 award, for a total 
anticipated loss of $560.0 in federal grant funds.

If violations of the JJDP Act are incurred once the statute is changed, the argument can be made to 
OJJDP that all violations were in violation of existing state law, which is an allowable “exception” 
to the de minimum numerical standards for monitoring compliance with the JJDP Act.

The change in state statute is consistent with best practice, i.e. juveniles should not be held in a 
locked facility when they have not committed a crime.

The Division will continue to work with local and state law enforcement, as well as within this 
Department with the Division of Behavioral Health, to further develop the alternatives that will 
provide the appropriate response for these juveniles.



• H - 6 4 S 7 -
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KO. BOX 1 IO001 
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(907) 465-3500 
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WWW.GOV.STATE.AK.US
S t a t e  o f  A l a s k a

o f f i c e  o f  t h e  g o v e r n o r  
J u n e a u

F ebruary  13, 2004

The Honorable Pete Kott 
S peaker of the  H ouse 
A laska S tate L egislature 
S ta te  Capitol, Room 208 
Ju n e a u , AK 99801-1182

D ear Speaker Kott:

U nder the  au tho rity  of article III, section  18, of the  A laska C o n stitu tio n , I am  
transm itting  a  bill relating  to th e  de ten tion  of de linquen t a n d  o th e r  juven iles.

The 2002 reau tho riza tion  of the Ju v en ile  Ju s tic e  and  D elinquency Prevention  
Act of 1974 (JJDPA) w ent into effect on O ctober 1, 2003. The JJD PA  h a s  
traditionally  prohib ited  incarcera tion  of non-offenders an d  s ta tu s  offenders in  ad u lt 
ja ils  and  "lock-ups." New language in th e  2002  reau th o riza tio n  p ro h ib its  th e  u se  of 
juvenile de ten tion  facilities for these  non-offenders and  s ta tu s  offenders a s  of 
O ctober 1, 2003.

This bill w ould modify AS 47 .12 .240 , AS 4 7 .30 .705 , an d  AS 4 7 .3 7 .1 7 0  to 
come into com pliance w ith the  federal req u irem en ts  se t o u t in th e  G u idance  M anual 
for M onitoring Facilities U nder the Juven ile  Ju s tic e  and  D elinquency Prevention  Act 
of 2003. U nder these  am endm en ts, em ergency protective custod}' of m in o rs  m ay 
no t include p lacem en t in a  jail or o ther secure  facility. This language is a lso  found 
in c u rre n t law rela ting  to p lacem ent of ch ild ren  in need  of aid  in AS 4 7 .1 0 .1 4 1(c), 
an d  h as been in terp reted  by both sta te  an d  federal officials to provide su fficien t 
flexibility for holding m inors un til a  m ore app rop ria te  facility can  be found  o r u n til 
tran spo rta tion  to such  a facility is feasible. The pu rp o se  of th is  d raft bill is to  
preserve A laska’s federal form ula g ran t receip ts of approxim ately  $700 ,000  an d  to 
m eet certain  requ irem en ts to apply for o th e r federal g ran t m oney th ro u g h  th e  
federal office of juvenile ju s tic e  and  delinquency  prevention.

I urge yo u r prom pt an d  favorable action  on th is  m easu re .

Sincerely y ou rs

F ra n k  H. M urkow ski 
G overnor

E n c lo s u r e

http://WWW.GOV.STATE.AK.US
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F I S C A L  N O T E

STATE OF ALASKA Fiscal Note Number: _1_____
2004 LEGISLATIVE SESSION Pill Version: __________ HB 489

(H) Publish Date: 2/16/04

Revision Dale/Time (Nole if correction):_________________________ Department: Labor and W orkforce Development
Title: "An Act relating to the administration of the RDU: Business Partnerships_____________
________________ Alaska Vocational Technical Center..."________Component: Alaska Vocational Technical Center
Sponsor: Rules Committee______________________________  ____________________________________
Requester: Governor _ Component Number: 2686

E x p e n d itu re s /R e v e n u e s ____________________________________ (Thousands of Dollars)_________________________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
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

CHANGE IN REVENUES (

FUND SOURCE  (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/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 of any current year (FY2004) cost: None
Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary'

ANALYSIS: (Attach a separate page it necessary)

T h e re  is no anticipated fiscal impact lo the departm ent as a result of this legislation.

Prepared by: Katherine Farnham, Director________________________________  Phone 269-7490
Division Business Partnerships Division_____________________________  Dale/Time 2/12/04 3:49 PM

Approved by: Greg O'Claray, Commissioner___________________________ Date 2/12/2004______
Agency Department of Labor and Workforce Development_________

(Rev.ic:) 17C003 OMB) Page 1 of 1



F r a n k  H. M u r k o w s k i

G overnor

P.O. BOX 110001 
J u n e a u ,  A la s k a  9 9 8 1 1 -0 0 0 1  

(907) 4 6 5  3 5 0 0  
FAX (907) 4 6 5 -3 5 3 2  

WWW.GOV.STATE.AK.US
GOVERNORS'GOV. STATE. AK. US

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 ER N O R  
JU N E A U

F e b r u a iy  13, 2 0 0 4

T he H o n o ra b le  P e te  K o tt 
S p e a k e r  o f th e  H o u se  
A la sk a  S ta te  L e g is la tu re  
S ta te  C ap ito l, R oom  2 0 8  
J u n e a u ,  AK 9 9 8 0 1 -1 1 8 2

D e a r  S p e a k e r  K ott:

U n d e r  th e  a u th o r i ty  o f  a r t ic le  III, s e c tio n  18, o f  th e  A la sk a  C o n s ti tu tio n , I 
a m  t r a n s m it t in g  a  bill re la t in g  to  th e  A la sk a  V o c a tio n a l T e c h n ic a l C e n te r  
(AVTEC). AVTEC is  a  v o c a tio n a l t r a in in g  p ro v id e r  lo c a te d  in  S e w a rd . In  2 0 0 3 , 
th e  re s p o n s ib il i ty  to  a d m in is te r  AVTEC w a s  t r a n s fe r re d  from  th e  D e p a r tm e n t  o f 
E d u c a tio n  a n d  E a rly  D e v e lo p m e n t to  th e  D e p a r tm e n t  o f  L ab o r a n d  W orkfo rce  
D ev e lo p m en t. H ow ever, th e  a u th o r i ty  fo r th e  D e p a r tm e n t  of L a b o r a n d  
W orkfo rce  D e v e lo p m e n t (d e p a r tm e n t)  to  a d m in is te r  a n d  s e t  r a te s  fo r AVTEC’s 
p ro g ra m s  a n d  se rv ice s  w a s  n o t  p ro v id e d  fo r in  th e  t r a n s f e r  T h is  b ill w ou ld  
c o r re c t  th a t  o v e rs ig h t.

S e c tio n  1 o f th e  bill p ro p o s e s  to a m e n d  AS 4 4 .3 1 .0 2 0  to  p ro v id e  th e  
s ta tu to r y  a u th o r i ty  fo r th e  d e p a r tm e n t  to  a d m in is te r  th e  p ro g ra m s  o f AVTEC 
a n d  to s e t  r a te s  fo r s tu d e n t  tu i t io n  a n d  ro o m  a n d  b o a rd , a n d  o th e r  fees  for th e  
p ro g ra m s  a n d  se rv ice s  p ro v id e d  by  AVTEC.

I u rg e  y o u r  p ro m p t a n d  fa v o rab le  a c tio n  o n  th is  m e a s u re .

S in c e re ly  y o u rs

-F rank  H. M u rk o w sk i 
G o v e rn o r

E n closu re

http://WWW.GOV.STATE.AK.US


F I S C A L  N O T E

STATE OF ALASKA Fiscal Nole Number: J _____
2004 LEGISLATIVE SESSION Bill Version: __________ HB489

(H) Publish Date: 2/16/04

Revision Date/Time (Note if correction):________________________ Department: Labor and W orkforce Development
Title: "A n  Act relating to the adm inistration of  the RDU: Business Partnerships____________
_______________ Alaska Vocational Technical C enter..."_______ Component: A laska Vocational Technical Center
Sponsor: Rules Committee_____________________________ __________________________________
Requester: Governor____________________________________Component Number: 2686

E xp e n d itu re s /R e v e n u e s __________________________________ (Thousands o f Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING O o o b 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE  (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type--Do not abbreviale)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any curren t year (FY2004) cost: None
Mark this box (X) if  fund ing fo r th is b ill is included in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page it necessary)

There  is no antic ipated  fiscal im pact to the departm ent as a resu lt o f this legislation.

Prepared by: Katherine Farnham._Director______________________________  Phone 269-7490
Division Business Partnerships Division____________________________  Dale/Time 2/12/04 3:49 PM

Approved by: Greg O'Claray, Commissioner__________________________ Dale 2/12/2004______
Agency Department of Labor and Workforce Development_________
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SENATE f inance  com m ittee  REPORT
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D A T E  T U R N E D  
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MAY 0 5 2004

SENATE FINANCE 
COMMITEE

F in a nce  Com m ittee co n sid e re d H O U S E  B ILL  NO. 4 89  

HB 4 89  A V T E C  A D M IN IS T R A T IO N

"An A ct relating to the adm inistration of the A laska V ocational T e ch n ic a l C en te r; and providing fo r an effective 
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[ ] New Title
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[ ] Sam e Title 
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C hange 
[ ] New Title w/ 
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F I S C A L  N O T E

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Nole if correction); 
Title:

Fiscal Note Number: 1______

Bill Version: ___________ HB 489
(H) Publish Date:

' AY 0 5 2004 

s e n a t e  f in a n c e
— nnviM ITEE

2/16/04

"An A ct relating to the adm inistration of the 
A laska Vocational Technical Center..."

Labor and W orkforce Development 
Business Partnerships_________

Department:
■RDU:
Component: A laska Vocational Technical Center

Sponsor:
Requester:

Rules Committee
G overnor

E x p e n d i t u r e s / R e v e n u e s

Component Number: 

(Thousands of Dollars)

2686

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
T ravel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

|CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Typo--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any current year (FY2004) cost: None
Mark th is box (X) if fund ing fo r th is b ill is included in the Governor’s FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata page if necessary)

There is no anticipated fiscal impact to the department as a result of this legislation.

Prepared by: 
Division

Approved by: 
Agency

Katherine Farnham, Director Phono 269-7490
Business Partnerships Division Date/Time 2/12/04 3:49 PM

Greg O'Claray, Com m issioner Date 2/12/2004
Department of Labor and Workforce Development

(Rov.Md 12(2003 OMB)
C O M M I T T E E  C O P Y

Page 1 of 1
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Department Of Labor and Workforce Development P. O. B o x  2 1 1 4 9  
Ju n e a u , AK 9 9 80 2 -114 9  
P ho ne : (907)465-2700 
Fax: (907)465-2784

F R A N K  H. MURKOWSKI, G O V E R N O R

OFFICE OF THE COMMISSIONER

April 13, 2004

HAND D E L IV E R E D

The Honorable Lyda Green, Co-Chair 
The Honorable Gary Wilken, Co-Chair 
Senate Finance Committee 
Alaska State Legislature 
Capitol Building,
Juneau, AK 99801

RE: Senate Bill 341

Dear Senators Green and Wilken:

Senate Bill 341 was introduced February 16, 2004, referred and passed out of the Labor 
and Commerce Committee and then referred to your committee. I am writing to respectfully 
request a hearing on this bill at your earliest convenience.

Passage of Senate Bill 341 would correct an oversight, so that the Alaska Department of 
Labor and Workforce Development could administer and set rates for the Alaska Vocational 
Technical Center (AVTEC). When legislation was passed last year transferring AVTEC to the 
Alaska Department of Labor and Workforce Development, authority language was not included. 
Senate Bill 341 has a zero fiscal note.

Your consideration of this request would be appreciated. Please do not hesitate to contact 
me should you have questions or need more information about this legislation.

pilnlod on (ocyclod paper



Alaska Department of Labor and Workforce Development 
HB 489- AVTEC Fee Authorization

During the 2003 session, the legislature enacted SB 192, transferring the 
Alaska Vocational Technical Education Center (AVTEC) from the 
Alaska Department of Education and Early Development to the Alaska 
Department of Labor and Workforce Development (DOLWD).

It was recently discovered that the legislation transferring AVTEC did 
not incorporate the statutory authority for DOLWD to set student tuition 
and fees.

This legislation simply corrects that oversight.

NOTES
1. DOE has broad statutory authority to set student tuition and fe- s for 

state owned institutions under the powers of the Commissioner.
2. AVTEC charges the following types of fees: tuition; technical; student 

services; books and tools; application; room and board.
3. Programs operated by AVTEC include nursing; web application 

development; culinary arts; business and office technology; certified 
nurse assistant; licensed practical nurse; maritime; automotive 
technology; diesel and heavy equipment; industrial electricity; power 
plant operation and bulk fuel storage; v'elding tech; pipe welding; 
facility maintenance and construction; and information technology.

4. Annual tuition and fee revenue is just under $2 million of AVTEC’s 
$7.2 million budget.



AVTEC Programs/Courses Offered by Department l«lp://www.avlce.nlaska.cdu/Dcptlisl.lttm

Alaska Vocational Technical Center (AVTEC) 
Training Programs/Courses Listed by Department

Hom e | A dm iss ions | T ra in in g  P ro g ram s /C o u rse s  | T ra in in g  C o s t/D a te s  | S tu d e n t Services

AVI I
To  team more about a training program or cou rse  offered at AVTEC, 
click on one of the links below. To request additional program/course 
information or a schoo l catalog, c lick  h ere .

AVTEC online
■I1 W ebCT/D istance delivered c la s se s  @  http://avteconline.alaska.edu 
Note: You must be enrolled in a current W ebCT/D istance delivered c la s s  in 
order to a c c e s s  the A VTEC online site.

Allied Health Department
©  Certified Nurse A ssistant - Anchorage Area Training 
©  Certified Nurse A ssistant Reciprocity C ou rse  - Anchorage Area Training 
©  Certified Nurse A ssistant Sk ills Upgrade C ou rse  - Anchorage Area Training 
©  L icensed  Practical Nurse - Anchorage Area Training 
©  Certified Nurse A ssistant - Seward Area Training

Business & Office Technology Department
B u s in e s s  & O ffice  T ech n o lo g y
©  Administrative A ssistant with specialization in Information P rocessing , 
_ Legal Information, or Medical Information 

©  Accounting Clerk 
©  Administrative A ssistant 
©  General B u siness/O ffice  A ssista nt 
®  B u siness/O ffice  Clerk

Department of Applied Technology
@  Automotive Technology 
©  Diesel/Heavy Equipment Technology 
©  Industrial Electricity
©  Inspection and Maintenance of Em ission  S y stem s (I/M) 
©  Pipe Welding 
©  Power Plant Operation 
©  Welding Technology

Culinary Arts & Sciences Department
©  P rofessiona l Cooking & Baking

Information Technology Department
©  Information Technology

PC/Network Support Technician 
©  C isco  Networking Academy Program 
©  Village Internet Agent 
©  W eb Application Developer

Alaska Maritime Training Center
U .S . C o a st  Guard Approved C o u r se s
©  Able Seaman

I of 3 5/4/2004 2:28 I’M
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©  Automatic Radar Piloting Aids (ARPA) Operations 
©  Bridge R esou rce  Management (BRM), 3 Days 
©  Bridge R esou rce  Management (BRM), 5 Days 
©  Celestial Navigation; Lifeboatman 
©  Global Maritime D istre ss & Safety System  (G M D SS)
©  Lifeboatman 

© M a ste r  100 Ton/OUPV 

©  Master/Mate Limited
©  Merchant Mariner Document (MMD)/Renewal 
©  Operator of Uninspected P a ssenger V e s se ls  (OUPV)
©  Proficiency in Survival Craft (Restricted)
®  Proficiency in Survival Craft 
©  Radar O bserver (Unlimited)
©  Radar O bserver, R efresher & Recertification 
©  Rating Forming Part of Navigational Watch 

©  W estern R ivers OUPV 
M arine Safety T ra in ing  

©  B a sic Safety Training - STC W '95  
B asic First Aid
Personal Safety and Social Responsib ilitie s 
B asic Fire Fighting 
Personal Survival Techniques 

@  Medical Care Provider 
©  Personal Survival Craft - Restricted 
©  Seafood P ro ce sso r Orientation and Safety C ourse  
©  Shipboard Em ergency Medicine and CPR/lndustrial First Aid 
©  V e sse l Operator and Crewmember Safety Training 

T ech n ica l A s s is ta n c e  C la s se s

©  Net Construction and Repair 

©  Small Boat E lectrics 
Em ergency M edica l S e rv ic e s  

®  Adult Heartsaver 
©  B asic Life Support
©  Em ergency Medica' Technician I (EM T I) 
©  EM T I Recertification 
©  Industrial First Aid/CPR 

Additional AV TEC Maritime C o u r se s

© A la sk a  Marine Safety Education Association (AMSEA)
©  Instructor C ourse
©  Electronic Navigation Sy stem s (G P S+)
©  FC C  Marine Radio Operators Permit Examination Preparation 
©  FC C  Marine Radio Operators Permit Examination 
©  F ish  Finding System s 
©  Fishing V e sse l Operator 
©  Longlining
©  Net Construction and Repair 
©  Small Boat E lectronics

Learn ing  R e s o u r c e s  D e p a r tm e n t
©  Student Learning Center 
©  Ja ck  W erner Memorial Library 
©  Multimedia Computer Lab 
© Testing and A sse ssm e n t Serv ice s 
©  Non-Traditional Occupations 
© Technical Mathematics 
©  Applied Communications 
©  The Applied Academic Learning Center 
©  Standards for S u c c e s s
@  Community Se rv ice s & C la s se s  for Adult B asic Education

2 of 3 5/4/2004 2:28 I'M
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Including:
G ED Preparation 

Reading Improvement 
Mathematics Improvement 
Writing Sk ills
English  a s a Second  Language 
Introduction to Computers 

Keyboarding

P h y s ic a l  P lan t  T e c h n o lo g y  D e p a r tm en t
®  Facility Maintenance Construction Trades 
0  Facility Maintenance Mechanical T rades

®  Related Studies Program (Apprenticeship Correspondence C ou rse s)

AV TEC  Home | A d m ission s | Training Program s/Courses | Training Cost7Dates

Alaska Vocational Technical Center (AVTEC) ~ www.avtec.alaska.edu 
AVTEC is a division of the Alaska Department of Labor and Workforce Development 

P.O. Box 889 ~ 809 2nd Avenue ~ Seward, Alaska 99664 
Admissions Office (907) 224-4141 ~  1-800-478-5389 ~  FAX (907) 224-4143

O  Back to Top
The AVTEC web site is designed and maintained by 
AVTEC Business & Office Technology Instructor Ken Werner.
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F r a n k  H. M u r k o w s k i

G o v e r n o r

GOVERNOR@GOV.ST ATE. AK.US

P.O. BOX 11 00 0 1  
JUNEAU. ALASKA 99 8 1  1-0001 

(907) 4 6 5 -3 5 0 0  
FAX (907) 4 6 5 -3 5 3 2  

WWW.GOV.STATE.AK.USS t a t e  o f  A l a s k a

O f f i c e  o f  t h e  g o v e r n o r  
J u n e a u

F e b ru a ry  13, 2 0 0 4

T h e  H o n o ra b le  P e te  K o tt 
S p e a k e r  o f th e  H o u se  
A la s k a  S ta te  L e g is la tu re  
S ta te  C ap ito l, R oom  2 0 8  
J u n e a u ,  AK 9 9 8 0 1 -1 1 8 2

D e a r  S p e a k e r  K ott:

U n d e r  th e  a u th o r i ty  o f a r t ic le  III, s e c t io n  18, o f  th e  A la sk a  C o n s ti tu tio n , I 
a m  t r a n s m i t t in g  a  b ill r e la t in g  to  th e  A la sk a  V o c a tio n a l T e c h n ic a l C e n te r  
(AVTEC). AVTEC is  a  v o c a tio n a l t r a in in g  p ro v id e r  lo c a te d  in  S e w a rd . In  2 0 0 3 , 
th e  re s p o n s ib i l i ty  to  a d m in is te r  AVTEC w a s  t r a n s f e r r e d  fro m  th e  D e p a r tm e n t  o f 
E d u c a t io n  a n d  E a r ly  D e v e lo p m e n t to  th e  D e p a r tm e n t  o f  L a b o r a n d  W orkfo rce  
D e v e lo p m e n t. H ow ever, th e  a u th o r i ty  fo r th e  D e p a r tm e n t  o f L a b o r a n d  
W o rk fo rce  D e v e lo p m e n t (d e p a r tm e n t)  to  a d m in is te r  a n d  s e t  r a te s  fo r AVTEC’s 
p ro g r a m s  a n d  se rv ic e s  w a s  n o t  p ro v id e d  fo r  in  th e  t r a n s f e r .  T h is  b ill w o u ld  
c o r r e c t  t h a t  o v e rs ig h t.

S e c tio n  1 o f  th e  b ill p ro p r s e s  to  a m e n d  AS 4 4 .3 1 .0 2 0  to  p ro v id e  th e  
s t a tu to r y  a u th o r i ty  fo r th e  d e p a r tm e n t  to  a d m in is te r  th e  p ro g ra m s  o f AVTEC 
a n d  to  s e t  r a te s  fo r s tu d e n t  tu i t io n  a n d  ro o m  a n d  b o a rd , a n d  o th e r  fees fo r th e  
p ro g r a m s  a n d  s e rv ic e s  p ro v id e d  b y  AVTEC.

I u rg e  y o u r  p ro m p t  a n d  fa v o ra b le  a c t io n  o n  th is  m e a s u re .

S in c e re ly  y o u r s

•F rank  H . M u rk o w sk i 
G o v e rn o r

E n c lo su re

mailto:GOVERNOR@GOV.ST
http://WWW.GOV.STATE.AK.US






F I S C A L  N O T E

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title Long Term Fiscal Plan

Dept. Affected:
R̂DU

'Component

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

1
CSHB493(W&M)
4/21/04

Revenue
Revenue Programs & Services

Tax Division
Sponsor
Requester

Representative Harris
House Ways & Means

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2476

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING Aft* ftft* ftftfr Aft* *** ftft*

ICAPITAL EXPENDITURES I I I I

CHANGE IN REVENUES ( ) | | | |

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)

TOTAL *«• *** •** ftft* *** ftft*

Estimate o f any current year (FY2004) cost: 0.0
Mark th is  box (X) if funding fo r th is  b ill is included in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
*** The senior audit and economic research staff of the Tax Division have spent many hours over the last 
several years analyzing both widely used fiscal tools a s well as unique and untested approaches to the gap 
between the state's revenue forecast and spending. Th is bill would require the same expertise and effort to 
be available in a legislative agency. We believe two analysts at the the Economist Ill/Revenue Auditor V 
level and one additional staffer at the Economist ll/Revenue Auditor IV level for a total cost of just under 
$300,000 a year would represent the minimum effort necessary to support the development of a long term 
fiscal plan. Furthermore, we believe there would be a useful and ongoing level of support requested by the 
administration in their effort to design such an plan. Therefore, the Tax Division requests the same 
increment to allow the audit and research staff to refocus on their duties associated with current tax types.

Prepared by: 
Division

Approved by: 
Agency

Dan Dickinson, Director Phone (907)269-1033
Tax Division Date/Time 2/25/04 6:18 AM

Steve Porter, Deputy Commissioner Date 2/25/2004
Department of Revenue

(Riivncd 12/2003 OMB) Page 1 o f  1__



A l a s k a  S t a t e  L e g i s l a t u r e
House o f  Representatives

Official Business
State Capitol 

Juneau, AK 99801-1182

Representative John Harris Representative Max Gruenberg

SPONSOR STATEMENT

CSHB 493 (W&M) 
Adoption of State Fiscal Plan

H ou se  B ill 4 9 3  would require the legislature to adopt and annually revise a fiscal plan to 
balance stale revenues and expenditures for the succeed ing five fiscal years. T h e  state’ s 
current budgetary system encourages legislators and the governor to focus on ly on the 
fiscal year immediately ahead. T h is  bill would mandate a more comprehensive approach  
to fiscal planning by requiring the legislature to pro ject revenues and expenditures five 
years into the future. Th is  w ou ld  a llow  legislators to anticipate and plan for budgetary 
shortfa lls before they reach crisis proportions.

T h e  fiscal plan must include: ( I )  the means to foster a stable econom y that encourages  
e c on om ic  growth ; (2 )  procedures to improve governmental e ff ic iency and cost-sav ings; 
( 3 )  po lic ies  that protect the permanent fund while using earnings to maintain a strong 
d iv idend program and legislative flexibility to determine the use o f  the remaining 
earnings; ( 4 )  ways to raise revenues while maintaining a stable tax environment; and (5 )  
prov is ions  to maintain the integrity o f  the budget reserve fund.

T h is  bill addresses a critical issue facing A laska and will institutionalize appropriate 
lo . ig -rangc fiscal planning as part o f  the legislative process.



A l a s k a  S t a t e  L e g i s l a t u r e
House o f  Representatives

Stale Capitol 
Juneau. A K  99801-1182

Representative John Harris Representative Max Gruenberg

SECTIONAL ANALYSIS

CSHB 493 (W&M)
Adoption o f Slate Fiscal Plan

Se c t ion  1. M akes  the follow ing legislative findings: ( 1 )  the legislature and governor are 
responsible for fulfilling constitutionally mandates including prov id ing for the public  
health and welfare , for public education and for the utilization, development and 
conservation o f  the state’ s natural resources; they are also responsible for public  safety, 
the construction and maintenance o f  public facilities and transportation infrastructure and 
the protection o f  the c '1 . ironmcnt; (2 )  in order to carry out these responsibilities, the 
legislature must budget a reasonable level o f  expe dilutes to finance the operations o f  
state government; (3 )  there is a significant d ispauty between revenue sources that are 
currently being utilized and the expenditures necessary to maintain a reasonable level o f  
state serv ices ; ( 4 )  for several years the legislature has addressed the disparity between 
state revenues and expenditures by drawing against the balance o f  the budget reserve 
fund; ( 5 )  the budget reserve fund is rapidly declining to a level that requires the 
deve lopment o f  a sound fiscal plan to address current budgetary needs as well as future 
state revenues and expenditures; ( 6 )  there is not a s imple solution to the state's current 
fiscal d i lem m a ; a combination o f  fiscal measures will be required to achieve a fiscal plan 
that is fair and balanced for all A laskans; (7 )  a long-term fiscal plan will encourage the 
discip line necessary to assure that the stale budget remains balanced and properly  
planned in the future; and (8 )  the implementation o f  a comprehensive long-range fiscal 
plan will he lp stabilize the slate’ s e conom y and level out its historical pattern o f  b o om  
and bust cycles .

S e c t ion  2 . T h is  bill section adds a new section to the executive budget act that requires 
the legislature to adopt and annually revise a long-term fiscal plan for balancing state 
revenues and expenditures for the succeeding five fiscal years. T h e  fiscal plan must 
include: ( I )  ways



lo  foster a stable e conom y that encourages econ om ic  grow th ; (2 )  procedures to improve  
governmental effic iency ; ( 3 )  po lic ies that protect the permanent fund while using 
earnings to maintain a strong dividend program  and the legislative flexibility to determine 
the use o f  the remaining earnings; (4 )  ways lo raise revenues while maintaining a stable 
tax environment; and (5 )  prov is ions to maintain the integrity o f  the budget reserve fund.
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Date of Committee Action: A » 2-2- ■ PA_________

The FINANCE Committee considered: HR 494

HOUSE RILL NO. 494 ELECTRONIC PAYMENT FOR STATE BUSINESS

"An Act relating to the disbursement of money by the stale, including employment compensation, 
unemployment payments, and permanent fund dividends, and to bank investments and deposits by the state; 
and providing for an effective date."

Recommends it be replaced with [ ] IICS or [><] CS (o r F  1A  ( F j  l\f  )
For Senate Bills with new title: [  ]  Technical Title [  ]  New Title: HCR________ [ ] Same Title [ ] New Title

[ ] attach amendments
[ ] add new referral t o _____________ Committee
[ ] Letter of Intent____________ Committee
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F I S C A L  N O T E

STATE OF ALASKA Fiscal Note Number: _________
2004 LEGISLATIVE SESSION Bill Version: HB494CS-DOLWD-UI-03-16-04

() Publish Date:

Revision Date/Time (Note if correction):_______________________ Department: Labor and Workforce Development
Title: Electronic Payment fo r State Business________ RDU: Employment Security_____________

__________  ____________________________ Component: Unemployment Insurance_________
Sponsor: Representative Kott
Requester: Governor___________________________________ Component Number 2276

E xpend itu res /R evenues_________________________________ (Thousands o f Dollars)_________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grams & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE____________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/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 of any current year (FY2004) cost: None
Mark this box (X) if funding fo r this bill is included in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page i! necessary)

See Attached Analysis.

Prepared by: Thomas W. Nelson, Director______________________________ Phone 465-5903
Division Employment Security Division____________________________  Date/Time 3/16/04 3:29 PM

Approved by: Greg O'Claray, Commissioner_________________________  Date 3/16/2004_____
Agency Department of Labor and Workforce Development_________

(Revised IS/2003 OMB| Page 1 of 2



FISCAL NOTE

STATE OF ALASKA BILL VERSION: HB494CS-DOLWD-UI-Q3-16-04
2004 LEGISLATIVE SESSION

ANALYSIS: (continued)

This legislation would make disbursements issued under AS 23.20 subject to a new section of statute, AS
37.25.050. AS 37.25.050 provides that disbursem ents can only be made through an electronic funds 
transfer (EFT) or through an electronic paym ent card unless doing so would cause substantia l hardship to 
the recipient.

Section 3304 o f the Federal Unemploym ent Tax A ct (FUTA) prohibits the use of U nem ploym ent Insurance 
Trust Fund m onies for any purpose other than the actual benefit payment.

The use of e lectronic fund transfers (EFT):
The Unem ploym ent Insurance Program already provides an EFT option. Estimated annual increase in 
cost to have all c la im ants move to this option w ould be $30,000. This is based on set-up and monthly 
m aintenance fees in the current direct deposit contract. The cost increase would be offset by savings from 
not having to produce printed benefit checks.

The use of a debit card:
Estimated initial im plem entation costs could be as high as $269,500. Annual costs thereafter are 
estimated at $63,000.

O ther methods:
Amendm ents to AS 37.25.050 authorizes the C om m issioner of Revenue to adopt regulations that would 
clarify when a state agency could use alternative d isbursem ent methods. This provides an avenue for 
disbursing a paper check to a claim ant if electronic d isbursem ent w ould cause the cla im ant substantial 
hardship. A lthough it is not clear what constitutes "substantia l hardship", this would not raise an issue w ith 
section 30 . (a)(1), o f the Social Security Act.

Page 2 of 2



F I S C A L  N O T E

STATE OF ALASKA Fiscal Note Number: _________
2004 LEGISLATIVE SESSION Bill Version: HB494CS-DOLWD-ES-03-16-04

() Publish Date:

Revision Date/Time (Note if correction):________________________Department: Labor and W orkforce Development
Title: Electronic Payment for State Business________ RDU: Em ploym ent Security_____________
_________________________________________________  Component: Em ploym ent Services____________
Sponsor Representative Kott
Requester Governor___________________________________ Component Number  2275

E xpend itu res /R evenues_________________________________ (Thousands o f Dollars)_________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
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

CHANGE IN REVENUES ( ) |

FUND SOURCE____________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/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 of any current year (FY2.04) cost: N o ie
Mark th is box (X) if funding for this b ill is included in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

See  A ttached Analysis.

Prepared by:
Division
Approved by:
Agency

Thomas W. Nelson, Director Phone 465-5933
Employment Security Date/Time 3/16/04 3:27 PM
Greg O'Claray, Commissioner Date 3/16/2004
Department of Labor and Workforce Development

(Revised 12/7003 OWD) Page 1 of 2



FISCAL NOTE

STATE OF ALASKA BILL VERSION: HB494CS-DOLWD-ES-Q3-16-04
2004 LEGISLATIVE SESSION

ANALYSIS: (continued)

This legislation would make disbursements issued under AS 23.20 subject to a new section o f statute, AS
57.25.050. AS 37.25.050 provides that disbursem ents can only be rr.ade through an electronic funds 
transfer (EFT) or through an electronic paym ent card unless doing so would cause substantia l hardship to 
the recipient.

The use o f electronic fund transfers (EFT):
Employment Services prepares Trade R eaojustm ent Allowance (TRA) and Needs R elated Paym ent (NRP) 
requests. Currently warrants are processed through the Alaska State Accounting System  (AKSAS). Two 
warrants are issued if a claimant has a Child Support Enforcem ent Division (CSED) garnishm ent, one to 
ts e claimant and the other to CSED. AKSAS does noi currently have the ability to d irectly deposit the 
payments into the workers bank account, nor w ithhold a portion of the payment fo r IR S tax reporting 
purposes.

TRA falls under the Federal Unemploym ent Benefit Act (FUBA). If tne claimant did no t have a bank 
account in which the payment could be deposited or if a cost to the claimant w ere involved, such payment 
procedure may create an adm inistrative barrier to the receipt of full benefits w hen due and therefore raise 
an issue w ith Section 301(a)(1), o f the Social Security A ct (SSA).

In addition, Employment Services provide Individual Training Accounts (ITAs) fo r tra in ing and supportive 
services tha t clients need in order to complete tra in ing and secure suitable jobs. C urrently, ITAs are 
generated, and warrants are issued directly to the vendor or client through the State o f Alaska Accounting 
System.

The total financial impact if electronic fund transfers are used would be minimal to the division as '^ng as 
the program criteria in the above paragraphs are met.

The use o f a debit card:
The total financial impact if a debit card system is used is estimated to be five new  C om m unity 
Developm ent Specialist II staff positions totaling 5325,000 per fiscal year. In addition, treasury systems 
and processes would have to be setup prior to implem entation. The direct financial im pacts o f these 
systems are unknown at this time.

Page 2 of 2



F IS C A L  N O TE
S T A T E  O F  A L A S K A  Fiscal Note Number: _______________________
2004 L E G IS L A T IV E  S E S S IO N  Bill Version: HB494CS(FIN)-DHSSt-D

( ) Publish Date:______ ______________________

Revision Dale/Time (Nole it correction): Dept. Affected: Health & Social Services
Title RENTING TO DISBURSEMENTS OF HONEV RD|J DepaRme„ ,al Support Services

Component Information Technology Services

Sponsor KOTT

Requester HOUSE (FIN) Component No. 2754

E xp e n d itu re s /R e ve n u e s___________________________  (Thousands o f Dollars)_______________________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 I FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
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

CHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
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 (FY2004) cosi.
Mark th is box (X) if funding fo r this b ill is included in the Governor's FY 2004 budget proposal: 
POSITIONS ____________________________________________________________
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary
This CS for HB 494 eliminates the requirement for warrants to be used for issuance of state payments.

Currently the department's public assistance payments, e.g. portion of Adult Public Assistance caseload, all Food 
Stamp and Alaska Temporary Assistance benefits, are distributed via an Electronic Benefits Transfer (EBT) 
process. The department does not anticipate any change in the current process and will continue to process 
payments with state warrants for individuals who can not receive EBT payments.

There is no impact anticipaled as a result of this legislative proposal.

Prepared by: Janet Clarke. Assislanl Commissioner___________________________ Phone 465-1630
Division Administrative Services     Date/Time 03/18/2004

Approved by: Joel S. Gilbertson. Commissioner______________________  Date 03/19/2004
AgencyDep arlmenl of Health and Social Services________________

(Revised 9/2002 OMB) Page 1 ot 1



Revision Date/Tim 2 (Note II correction): Dept. Affected:
RELATING TO DISBURSEMENTS OF MONEY 
BY THE STATE

F I S C A L  N O T E
Fiscal Note Number.
Bill Version:
( ) Publish Date:

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Title

HB494CS(FIN)-DHSS-D/

Health & Social Services

RDU Departmental Support Services

Component Administrative Support Svcs

Sponsor K O T T

Requester HOUSE (FIN)

Expenditures/Revenues

Component No. 

(Thousands o f Dollars)

3 2 0

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
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

ICHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1037 GF/Mental Health
Other(Specify Type-do not abbreviate)
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 (FY2004) cost: ___________
Mark th is box (X) if funding fo r this bill is included in the Governor’s FY 2004 budget proposal: I I
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (AXach a separate page if necessary)
CSHB 494 provides options to the vendors or clients to receive payments via electronic deposit or by receiving a
state warrant for payment. No savings or additional costs will be incurred by DHSS.

Prepared by: Janet Clarke. Assistant Commissioner_____________________  Phone 465-1630
Division Administrative Services Data/Time 03/18/2004

Approved by: Joel S. Gilbertson. Commissioner_________________________  Dale_0 3 /1 9 /2 0 0 4 _____________
AgencyDep artment of Health and Social Services__________________

(Revised 0/2002 omb) Page 1 of 1



Revision Date/Time (Note it correction): Dept. Affected:
RELATING TO DISBURSEMENTS OF MONEY 
BY THE STATE

F I S C A L  N O T E
Fiscal Note Number:
Bill Version:
( ) Publish Date:

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Title

HB494CS(FIN)-DHSS-DI

Health S. Social Services

RDU Public Assistance

Component Public Assistance Field Svcs

Sponsor

Requester

KOTT

HOUSE (FIN)

E xpend itu res /R evenues

Component No. 

(Thousands of Dollars)

236

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
C 'ractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0,0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I

CHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Matcn
1004 GF
1037 GF/Mental Health
Other(Specify Type-do not abbreviate)
Other(Specify Type-do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: ___________
Mark this box (X) if funding fo r th is bill is included in the Governor's FY 2004 budget proposal: [
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This bill suggests that all disbursements of state money to be carried out electronically. This may include benefits 
disbursed by DPA for the Adult Public Assistance Program, Heating Assistance and General Relief. Food Stamp 
and Alaska Temporary Assistance Program benefits are currently disbursed electronically.

Because this bill does not require all disbursements to be made electronically, we assume few if any recipients will 
elect to switch to electronic disbursement.

Prepared by: Angela Salerno____________________________________  Phone 465-3200
Division Public Assistance____________________________________ Date/Time 03/18/2004
Approved Dy: Joel S. Gilbertson, Commissioner______________________  Date 03/19/2004
AgencyDep artment of Health and Social Ser-ices________________

(Revised 0/2002 OM3) Page 1 of 1



F I S C A L  N O T E

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/T im e (Note if correction):
Title A bill relating lo disbursement of

money by the state

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

Dept. Affected: 
’ RDU
Component

CS HB 494

All
All
All

Sponsor
Requester

Rep. Kott and Hawker

E xp e n d itu re s /R e ve n u e s

Component No. 

(Thousands o f D ollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

(46.0) (92.0) (92.0) (92.0) (92.0)

TOTAL OPERATING 0.0 (46.0) (92.0) (92.0) (92.0) (92.0)

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE_____________________________________________ ( i housands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Var'ous in all state agencies (46.0) (92.0) (92.0) (92.0) (92.0)

TOTAL 0.0 (46.0) (92.0) (92.0) (92.0) (92.0)

Estimate o f any curren t year (FY2004) cost: 0.0
Mark this box (X) if funding fo r th is  bill is incl jded in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate pape if necessary)
This analysis assum es all state payroll would be m ade w ith e lectron ic funds transfer, except for the first 
and last paycheck fo r each em ployee and a lim ited num ber o f hardship exceptions fo r payroll. A ll savings 
from payroll d irect deposit is predicated on replacing printed, m ailed paper advices w ith online presen tm ent 
information.
The cost of m aking vendor paym ents using EDI is calculated foi all general w arrants at effective ly a wash 
because the cost o f bank services is estim ated at 32.5 cents each, w hich is essentia lly  the cost of prin ting 
and mailing w arrants. The set up effort fo r state agencies and vendors can be absorbed as long as the 
process is not m andatory fo r re luctant vendors or o ther s ituations not suited for e lec tron ic  paym ents.
Quickly increasing the num ber o f ED I-capable vendors fn. n the current 500 to over 50,000 w ould requ ire  
substantial s ta ff resources in each agency, as well as the central F inance and T reasury divisions.__________

Prepared by: Kim J. Garnero, Director___________________________________  Phone 465-3435/465-5615
Division Finance____________________________________________________Date/Time 3 /16/04 7:08 AM

Approved by: Mike Miller, Commissioner______________________________ Date 3/16/2004_____
Agency Department of Administration____________________________

(Rmnsoa l 'OO'i CMB) Page 1 of 3



Analysis for general warrants under HB 494
FY 2003 general warrants statistics

Warrants 414,496 Analysis excludes all program specific warrant types
ED I_________10,793 such a s PFDs, retirement, welfare payments, court

Total 425,289 wan ants. Also excludes handwrite and field warrants.

Potential savings to rnailroom chargeback for reduced costs of:

Paper used in paying warrants:

Warrants 415,000 0.01825 $ 7,574
Envelopes 415,000 0.02063 $ 8,561

$ 16 ,13 5  annual usage = = >  _S 16 ,13 5

Postage: (first c la ss pre-sort with bar code 27.8  cents per item) ( 1.5%  @  35.2 for non bar code) 
Bar coded 408,775 0.278 $ 1 13 ,6 3 9
Not bar coded 6,225 0.352 2 ,19 1

$ 1 1 5 ,8 3 1  annual usage = = >

Total projected rnailroom chargeback savings

s 1 15 .R 3 1

$ '13 1,966

Potential increased cost for ACH origination:

425,000 transactions at $.325 each (estimated 2 addenda totaling 500 chars) $ 13 8 ,12 5

Net potential cost on statewide basis: s  6,159
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Analysis for payroll warrants under HB 494
Average payroll statistics (based on average of August and December payrolls)

Mailed Delivered Total Annualized Mailed Delivered Total
Warrants 1,439  390 1,829  44,000 Warrants 9% 2%  1 1 %

Advices 12,279_________ 1,809 14 ,088 340,000 Advices 77%  1 1 %  89%
Total 13 ,7 18 _________2 ,19 9  15 ,9 17  384,000 Total 86% 14 %  100%

Assumptions:
All new employees (about 5,000 per year) get their first payroll via warrant when the orenote 
test is  done.
500 employees continue to receive warrants under the hardship exemption.

Total warrants still needed =  (500 *24) +  5,000 = 17,000

Potential savings to rnailroom chargeback fo r reduced costs of:

Paper used in paying payroll:

Warrants 27,000 0.01825 $ 493 (40,000 for S730)
Advices 340,000 0.01683 5,722 (300,000 for 55,049)
Envelopes 367,000 0.02063 7 ,5 7 1 (500,000 for 5 10 ,3 15 )

S 13 ,786  annual usage = = >  S 13 ,786

Postage: (first c la ss pre-sort with bar code 27 .8  cents per item) (200 @  35.2 for non bar code)
Bar coded 13,500 0.278 S 3 ,753
Not bar coded 200 0 .352________ 70

S 3,823 for 24 pay periods =  S 9 1,76 2

L e ss  postage on 17,000 warrants annually =  (4,760)
S 87,002

Total projected rnailroom chargeback savings S100 .788

Potential increased cost to Division of Finance:

Direct deposit co sts : (November invoice was $2,570 for 3 1,70 5  ACH txns)

New direct deposit co sts :
1,329  @  8 .1  cents each = $ 108 for 24 pay periods =  S 2,584

Net poten '' ' savings on statewide basis: $ 98,204
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F I S C A L  N O T E

STATE OF ALASKA Fiscal Note Number:
2004 LEGISLATIVE SESSION Bill Version: CSHB494(FINy

() Publish Date: ____________

Revision Date/Time (Note if correction):____________________ Dept. Affected;____________ Revenue_________
Title Electronic Payments for Slate__________________ RDU Revenue Programs & Services
______________Business____________________________________ Component _________ Treasury Division______
Sponsor Representative Kott___________________________ ______________________________
Requester House Finance_______________________________ Component No. 121

E xpend itu res /R evenues__________________________________(Thousands of Dollars)____________________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
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

CHANGE IN REVENUES ( )

FUND SOURCE_____________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/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 of any current year (FY2004) cost: 0 0
Mark th is box (X) if funding for th is b ill is Included in the Governor's FY 2005 budget proposal: [

POSITIONS
Full-time __________________________________ _______________________________
Part-time _________________________________________________________________
Temporary_________________________  ________
ANALYSIS: (Attach a separate page if necessary)
Actual costs to the Treasury Division could vary significantly. It the division continues its current eflorts to maximize payments 
made electronically, tew or no additional costs may be incurred. If, however, we ensure that all payments are made electronically 
by 2006, an additional stall member, acting as project manager and ACH payments coordinator will be required by the division.
This position would require a full time, temporary addition to the Cash Management staff, costing the division approximately 545.0 
in FY05, 560.0 in FY06, FY07. arid FY08, and S30.0 in FY09 in additional personal services costs. Further, contractual costs for 
additional programming enhancements of the state's electronic fund origination system, BEACHES, would likely also be incurred. 
These costs are estimated to be S25.0 in FY05, S60.0 in FY06, and 515.0 in each FY07, FY08, and FY09. We are assuming 
Treasury will cover the costs of making BEACHES ready to accept agency interfaces. The cost estimates above reflect those start­
up costs. Each agency will have costs associated with modifications lo their specific applications so that those applications will 
interface with BEACHES. We assume that the cost savings from not issuing warrants will exceed the cost of implementation of 
this legislation.

Prepared by: 
Division

Approved by. 
Agency

Tom Boutin, Deputy Commissioner Phone 465-3669
Treasury Division Date/Time 3/19/04 5:16 PM

Steve Porter, Deputy Commissioner Date 3/19/2004
Department of Revenue
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