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PMS REPRESENTATIVE LISA RUDD
JUN
THE ALASKA MENTAL HEALTH ASSOCIATION IS ADAMANTLY OPPOSED
TO DOING AWAY WITH THE MENTAL HEALTH LAND BOARDS.
WE WISH TO BE NOTIFIED WHEN HEARINGS ON HOUSE BILL 846 ARE -——
SCHEDULED.
DONNA BRADY, PRESIDENT ELECT

ALASKA MENTAL HEALTH ASSOCIATIGN

> frSZy

HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

\W‘. *\j) ALASKA HOUSE OF REPRESENTATIVES, POUCH V,JUNEAU 99811

17 February 1978
Dear Ms. Brady,

Thank you for your telegram regarding
Mental Health Land Boards.

I will see that each committee member
receives a copy and we will be sure to notify
you when hearings on HB 846 are scheduled.

Yours sincerely,

Lisa Rudd, Chair

LR/vb
REPRESENTATIVE -DISTRICT 11 -ANCHORAGE
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Mr. Speaker:
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IAn Act relating to public corporations or other municipal
instrumentalities; eff. date.""

under consideration and (a majority of the committee) (the committee
reports it back as Tfollows)

( ) recommends itdo pass ( ) recommends it do not pass
( ) recommends itdo pass with attached amendment(s)

( ) recommends itbe replaced with CS for

and () new title ( ) same title

( ) AND attaches a Letter of Intent ( ) New Fiscal Note
( ) reports it back without recommendation
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Box"'126Pyrc Boe/ KT, Alpj?rd 99707

January 26, 1978

P.epr. Sally Smith
Pouch V
Juneau, Alaska 99811

Re:- House Bill 483
Bear Sally:

This is to follow up my telephone conversation January 24th with your secretary
concerning 113 483. You inquired concerning the bill generally, and particularly
Sections 1 and 13. As you know, H3 483 was submitted strictly as a clarification
or cleanup bill. Section 1, however, does add something new to the first class
borough incorporation process. The addition 1is, however, designed only to elim—
inate what is now a cumbersome process. Since neither second or third class
boroughs are now authorized to adopt home rule charters, this amendment is not and
should not be applicable to them. There seems to he little reason why, if the
residents of the area desire it, that the incorporation and home rule charter
process should not be initiated at the same election. To require two elections
simply adds to the time lag and cost. Since the incorporation process itself

- requires petition, review by Department of CSRA, and a hearing in the area by the
Local Boundary Commission with 1its report prior to the election, it would seem
highly unlikely that any resident would be unaware of the issues at the time of
the election. I think that Section 1 is very worthwhile and in keeping with a
policy of avoiding needless frustration and cost without jeopardizing adequate
notice and communication to citizens.

f As to Section 13, this simply extends to municipalities a device which the State
lus used considerably. It is included in HR 483 only because of the apparent*
violation of the one subject rule caused by its inclusion in Chapter 56 SLA 1976.
This provision is of some interest in Fairbanks because of the possiblity of its
use for funding of the Fairbanks Memorial Hospital. Without going into the
discussion as to whether Section 13 could be better written to better serve its
goals, since this 1is a curative bill 1 do not see any particular problem with
including it. The mechanism of public corporations for financing is not uncommon
throughout the United States and provides a desirable flexibility. To delete
this section from the bill might indicate an intent of the Legislature not to

/ permit the utilization of public corporations for community facilities and have
a chilling effect on plans which might be in the evolution process. It would
seem to mo that there is little likelihood of a massive rush to make use of

\ this provision and certainly if there were foreseeable problems, the Legislature
v could deal with them at a later time.

I hope that this has been of some assistance to you.

Borough Attorney
JDN:ds
cc: Repr. Lisa Rudd



KETCHIKAN GATEWAY BOROUGH

344 FRONT STREET
KETCHIKAN, ALASKA 99901

March 23, 1978

Ms. Lisa Rudd

Cha i rman . _

House Community Regional
Affairs Committee

Pouch Y

Juneau, Alaska 99811

Dear Mrs. Rudd:

On behalf of the Ketchikan Gatewag Borough | would like'to
express our interest in passage of HB 855 relating to public cor-
porations or other municipal instrumentalities.

~The prpvisions of this bill were incorporated in another bill
which was Passed in the last session and as | understand there is a
question of legality of these provisions because tire-bill passed
covered two subjects.

The City of Ketchikan and the Ketchikan Gateway Borough have
been dlscussm% a_joint Transportation Authority for the City ports
and the Borougf _alrF.ort which is possible, as I understand, Tor a
home rule municipa |t¥ such as our City, however, the limitations of
a second class borouq_ do not enable us to create such an authority.
Therefore, we would like to encourage re-passage of this enabling
legislation in order that the legal avenues are available to us
should we choose.

Thank you.
Sincerely,
KETCHI KAN GATEWAY BOROUGH
JuWth A, Slajer
Borough Manager
JAS:jw

cc: Senator Robert Zleﬁler
Representative Oral Freeman
Representative Terry Gardiner
Jim Rolle, Exec. Director

Alaska Municipal League



MEMORANDDM February 16, 1978

SUBJECTi Brief history of AS 29.59
TO: Representative Mals A. Anderson, Jr.
FROM: John B. Chenoweth

Legislative Counsel

Ky recollection of the circumstances relating to the adoption and taking
effect of the bill embodying this provision is this:

In mid-session of 1976, Bob Dupere called to the attention of the Senate
Community and Regional Affairs Committee the proposal by the IRS to
tighten regulations defining the tax-exempt status of public corporations.
Dupere has, of course, a working knowledge of municipal finance v/ith
respect to Alaska®s local governments, and appreciated the potential
problems that would have been presented under the particular changes

then under consideration by the IRS. Cio suggestion to meet the problems
va3d to make clear that municipalities had the authority to establish
public corporations for carrying out specific municipal purposes, to
protect the tax-exempt status (insofar as that was possible) of these
creatures in the event local governments detc mined to make use of

public corporations to meet public purposes or needs- At the time, as |1
recall, the possibility of establishment of a public corporation for
hospital care was under active consideration, as, | think, was the
proposal to vise municipal authority to provide public services to major
industrial users-

At any rate, the bill was drafted and presented. Cojranittee members
endorsed, the attachment of the provision to a bill offered by the governor
making technical amendments to the existing jiuthority of tho Alaska
Municipal Bond Bank Authority- | do not recall whether the provision

was added on to the governor®s bill in anticipation of possible vato of
the sama provision standing alone, or whether it. was added because,

on that day, the governor > bill happened to present itself an a handy
vehicle. That is where it wa3 put - but in redrafting the bill to

carry the amendment, the draftsman neglected to conform the title.



Representative Ne.Ls A. Anderson, Jr.
Rage 2
February 16, 1973

The governor signed the bill into lav. However, in a most unusual move,
his transmittal letter to the Legislature pointed out the problem posed

by the failure to limit the bill to one subject and to conform the title
to the substantive provisions of the amended bill:

"1 have signed tha following bill and am transmitting the enrolled
and engrossed copies to the Lieutenant Governor 3 Office for
permanent filing:

SHHATE COMMITTEE SUBSTITUTE FOR
COMMITTEE SUBSTITUTE FOR
HOUSE BILL HO. 674
amended Senate (Chapter 56, SLA 1976)

Even though 1 have signed this bill into law, 1 have been advised
by the Attorney General that the inclusion of Sec. 4 in the bill
violates Article Il -Section 13 of the Alaska Constitution. This
provision requices that bills are to be confined to one subject and
that the subject be expressed in the title. Accordingly, the
Attorney General has advised that Sec- 4 of the bill is void and of
no effect.

I am bringing this matter of the Attorney General®s iidvise (sic) to your
attention so that those legislators who were relying on Sec. 4 to
accomplish some® objective may he notified as to its probable effect.
Those legislators may then want to take appropriate action such as
Introducing new legislation to cover the subject set forth in

Sec. 4 of the bill."

1976 Ilouse Journal, at p. 1230.

I have to question why the Attorney General determined that only section 4
of tha legislation, tnat section adding what is now AS 29.59, wa3 "void
and of no effect””- why, in fact, the entire bill was not tainted with
the same objection. - and wh_ther, for that reason, the opinion rendered
to the governor is correct, nevertheless, it is the closing paragraph

of the governor ™ transmittal letter which the provision designated

H*Sec. 137”in the original version of IIB 483 is intended to address.

Assuming that tha governor » statement, based on the attorney general %
advice, is correct, then it seems that you have two courses open:
Repeal AS 29.59 or re-enact it, with or without substantive amendment.
At least as to any municipality which may have acted in reliance on the
section, or which may in the future, 1 think it desirable, in response
to the governor®s invitation, that the legislature act, for inaction
only maintains the "cloud" on AS 29.59 first pointed out in the above-
cited transmittal letter.

JEC:jpd



FAIRBANKS N"TH-S?AR?30ROUGH
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January 26, 1978

Repr. Sally Smith
Pouch V
Juneau, Alaska 99311

Re: House Bill 433
Bear Sally:

This is to follow up my telephone conversation January 24th with your secretary
concerning HB 433. You inquired concerning the bill generally, and particularly
Sections 1 and 13. As you know, HB 483 was submitted strictly as a clarification
or cleanup bill. Section 1, however, does add something new to the first class
borough incorporation process. The addition is, however, designed only to elim—
inate what is now a cumbersome process. Since neither second or third class
boroughs are now authorized to adopt home rule charters, this amendment is riot and
should not be applicable to them. There seems to be little reason why, if the
residents of the area desire it, that the incorporation and home rule charter
process should not be initiated at the same election. To require two elections
simply adds to the time lag and cost. Since the incorporation process itself
requires petition, review by Department of C&RA, and a hearing in the area by the
Local Boundary Commission with its report prior to the election, it would seem
highly unlikely that any resident would be unaware of the issues at the time of
the election. I thin! that Section 1 is very worthwhile and in keeping with a
policy of avoiding neecless frustration and cost without jeopardizing adequate
notice and communication to citizens.

As to Section 13, this simply extends to municipalities a device which the State
has.used considerably. It is included in HB 483 only because of the apparent”
violation of the one subject rule caused by its inclusion in Chapter 56 SLA 1976.
This provision is of some interest in Fairbanks because of the possiblity of its
use for funding of the Fairbanks Memorial Hospital. Without going into the
discussion as to whether Section 13 could be better written to better serve its
goals, since this 1is a curative bill I do not see any particular problem with
including it. The mechanism of public corporations for financing 1is not uncommon
throughout the United States and provides a desirable flexibility. To delete
this section from the bill might indicate an intent of the Legislature not to
permit the utilization of public corporations for community facilities and have
a chilling effect on plans which might be in the evolution process. It would
seem to me that there is little likelihood of a massive rush to make use of

this provision and certainly if there were foreseeable problems, the Legislature
could deal with them at a later time.

I hope that this has been of some assistance to you.

Borough Attorney
JDfl:ds
cc: Repr. Lisd Rudd



POUCH Y «STATE CAPITOL
¥GH ULiDMIFM e
LEGISLATIVE AFFAIRS AGENCY
MEMORANDUM Warch 17, 1978

SUBJECT HB 855: relating to public corporations
and other instrumentalities of municipal
government. (Work Order No. 5187)

TO: Representative Lisa Rudd, Chairperson

House Community and Regional Affairs Committee

FROM: John B. ChEHOWfthAAXA

Legislative CQy nsaV\

You have posed four questions with reference to HB 855 which
bear upon the use by local governments of public agencies as

a means by which to issue obligations on a tax-exempt basis.

HB 855 would re-enact provisions of AS 29.59, specifically
authorizing public corporations or like instrumentalities
established by municipal governments to issue obligations 1in
order to fund the costs of construction of public facilities.
The reasons favoring re-enactment of AS 29.59 are alluded to

in my memorandum to Representative Nels Anderson of February 16,
attached to this memorandum.

The statutory provision which eventually was enacted into
law as AS 29.59 was Tfirst drafted during the 1976 session in
response to proposed additions to and amendments of regulations
by the US Treasury. The changes proposed, incorporated into
regulations relating to definition and administration of the
Internal Revenue Code, would have defined limits which
public agencies established by local governments would have
been required to satisfy in order to gain or retain the
benefit of tax-exempt interest on the agent®"s obligations to
the extent enjoyed by the obligations of the municipality
which were directly issued. The purposeof the proposed

rule change was, at least in the view oftheTreasury, that
public agencies which were issuing the obligations be in
actual fact substantially controlled and directed by the
local government unit or units in whose behalf they were
issuing obligations. In the language oftheTreasury-
prepared synopsis of the regulations



Representative Lisa Rudd
Page Z
March 17, 1978

In general, the proposed amendments [to IRS regulations]
provide that only a constituted authority of a state or
local government unit may 1issue obligations on behalf
of the unit. The authority must be specifically authorized
pursuant to state law to issue obligations o. behalf of
the unit to accomplish a public purpose of the unit.

The authorization must specify the public purpose of
the governmental unit on behalf of which the authority
is authorized to issue obligations and also must create
the authority or provide that the governmental unit may
create the authority. The authority must be created

and operated solely to accomplish a public purpose of
the governmental unit.

The proposed amendment requires a closer connection

between the authority and the governmental unit including
control of the authority®"s board and organizational or
supervisory control over the authority of the governmenta.~”
unit.

AS 29.59 was drafted to respond to the threshhold requirements
of the then-proposed federal regulation changes, namely, the
requirement that the public agencies be specifically authorized
in applicable state law, that they be authorized to undertake
or Ffulfill a public purpose, that the public purpose for

which authorized be specified, and that the grant of authority
represent a grant for only the accomplishment of that public
purpose.

The stringent requirements of the regulations proposed by
the Treasury were not adopted. Rather, former provisions of
the Code of Federal Regulations relating to tax-exempt
interest paying obligations were substantially continued.

The current law on the subject appears to be this --
The applicable statute is 26 USC 103(a):

(a) GENERAL RULE. Gross income does not include
interest on --

(1) the obligations of a State, a Territory, or a
possession of the United States, or any political
subdivision of any of the foregoing, or of the District
of Columbia;.



Representative Lisa Rudd
Page 3
March 17, 1978

The statutory exemption embraces debt obligations of local
governments, whether 1issued "directly”™ or "indirectly,” that
is, through the use of a public corporation as agent:

Obligations issued by or on behalf of any State or
local governmental unit by constituted authorities
empowered to issue such obligations are the obligations
of such a unit.

and

The term "political subdivision", for purposes of
this section [26 CFR &1.103-1], denotes any division of
any State or local governmental unit which is a municipal
corporation or which has been delegated the right to
exercise part of the sovereign power of the unit. ~.

26 CFR §1.103-1(b).

Your first question -- whether the same concerns which
prompted introduction and enactment of the legislation in
1976 are still of concern -- 1is probably better answered in
the negative. The stringent requirements which the Treasury
was suggesting in the amendments and changes mentioned
earlier in this monograph have not been adopted and are not
now under active consideration. Assuming that the principal
factor motivating HB 674"s introduction in the 1976 session
was to obviate anticipated challenges to the authority of
agencies or corporations established by local governments in
Alaska to issue tax-exempt obligations for the benefit of
the local government -- and | think it is a fairly good
assumption -- the apparent urgency of the situa;ion then
does not control or affect events now.

11
The answer to the first part of your second question, insofar

as it applies to tax-exempt obligations in general (exclusive
of the problems of the use of industrial development bonds),

is likewise "no." The Treasury, in 1976, did not adopt the
regulations as contemplated at that time; the existing body
of regulation -- including, of course, revenue rulings and

the body of case law -- has been continued forward with few

substantive changes.



Representative Lisa Rudd
Page 4
March 17, 1978

Your third question departs from further examination of
applicable regulations of the IRS. It presents the question
of whether there is a state constitutional "check"™ on the
establishment of public corporations or agencies by Alaska
municipalities to undertake public purposes. Your question
cites the general statement of policy contained in Article X,
sec. 1 of the state constitution, which recounts the philosphy
underlying the existing local government article:

The purpose of this article is to provide for maximum
local self-government with a minimum of local govern—
ment units, and to prevent duplication of tax-levving
jurisdictions. A liberal construction shall be given
to the powers of local government units.

The reference to "units"™ in this section 1is unusual -- the
term appears nowhere else in the article. The next following
section, section 2, describes the requirement that "all

local government powers . . . be vested in bcroughs and
cities,” to the exclusion of any other kind or species of
local authority having the very important power of taxation.
By virtue of the interposition of the phrase "powers of

local government units"™ 1in section 1 and the requirement
imposed by section 2 that full local government powers

devolve only upon boroughs and cities, and based upon the
transcript and record of proceedings of the constitutional
convention, | conclude that the use of the word "units"™ 1in

the first section was intended to embrace only the two

general types of local government authorized. It was not
thought that the limitation would apply to the establishment
of mechanisms by the local government units themselves after
they were incorporated. Quite the contrary: the powers of
local government units were intended to be liberally construed
(Art. X, sec. 1), and the authority of a political subdivision
to establish a public enterprise or public corporation in
furtherance of legitimate public purposes is at least alluded
to in Article IX, sec. 11, and appears there and in commentary
in the record of the constitutional convention without
restriction as to number or kind of agency. In short, 1
believe that the state constitutional provision enunciating

a policy of a "minimum of local government units” may not be
understood to be a limitation on the use of public enterprises
or corporations -- public agencies, generally -- to supplement
direct provision of public services by local governments.
Other circumstances or conditions may compel that conclusion:
the constitutional provision cited, in my opinion, does not.



Representative. Lisa Rudd
Page 5
March 17, 1978

v

Your concluding query requires examination of tax-levying
authority under AS 29.59 and existing limitations on the
authority of local governments to levy property taxes. The
tax limitations of AS 29.53.050 appear to be inapplicable to
taxes of a public corporation or similar public agency
established by a municipality under authority granted by

AS 29.59. There is no direct relationship between the two
statutory provisions mentioned such that the limitations
section of AS 29.53.050 need be extended and made applicable
to public agencies. The grant of authority set out in

AS 29.59 does not extend to the public corporation or similar
instrumentality the right to levy taxes. That right 1is
limited, by the state constitution, to the levy and collection
by cities and boroughs only. Thus, the right of the public
corporation to issue obligations on behalf of the municipality
for public purposes, if understood as having the effect of
using the public corporation as a "front™ for the municipality,
cannot circumvent the limitation on delegation of taxing
authority only to cities and boroughs, requiring the municipality
to raise necessary revenues to pay off obligations of the
corporation within the general limitation of AS 29.53.
Similarly, 1if the right granted be seen as one by which a
public corporation is authorized to issue its obligations

for public purposes in furtherance of the responsibilities

of municipalities, the grant of authority does not carry

with it the right to levy and collect taxes for the purpose,
and concern about conflict with AS 29.53 1is unfounded. (The
latter is analogous, at the local level, to the relationship
between the State and ASHA, a public corporation: ASHA

bonds are strictly revenue bonds; ASHA is not authorized to
offer obligations on the strength of the full faith and

credit of the people of Alaska, nor 1is the State legally
obliged to bail ASHA out of any financial embarrassments.)

In summary, 1in no instance can | conceive of a public corporation
established under AS 29.59 having a valid argument on which

to enforce a levy in excess of that provided for generally

in statute.

v

I do not want to leave points 1 and 2 of this paper without
mentioning two other matters:

While it is true, of course, that the failure of the IRS to
adopt the regulations proposed in early 1976 constitutes a
change of circumstance over the intervening two-year period,



Representative Lisa Rudd
Page 6
March 17, 1978

it is equally true that, apart from AS 29.59, there 1is no
generally applicable provision by which a city or borough is
granted authority to establish a corporation or instrumentality
to use as an agent in the issuance of debt obligations on
its behalf. I am not aware that any Alaska municipality has
placed reliance on the provision in the two years it has
appeared in the statutes. Repeal of the provision, or even
non-alteration, probably poses no problem. However, though
AS 29.59 was drafted and enacted under circumstances quite
different than those presently known, to the extent that a
clear statement of authority for the establishment of a
corporation for the purposes indicated 1ia desirable, the
provision does serve that purpose. The committee will, of
course, enunciate the policy: I did not want to leave the
impression that, because circumstances have changed, the
statute no longer serves a useful role.

Secondly, 1 want to caution that this memo is not intended
to address or suggest disposition of the issues which
surround the very complicated subject of tax treatment of
the interest earned on industrial development bonds. (In
requesting your questions 1in writing, | wanted to try to
assure that the questions could be answered in a manner
which did not require extended treatment of the handling of
industrial development bonds, a relatively more common means
of involving public purpose financing through the intermediary
of a public corporation, but one which 1is, in terms of tax-
exempt eligibility, far more complicated.) The tax-exempt
status of industrial development bonds -- defined, generally,
as bonds whose proceeds are used in an activity engaged 1in
for profit by other than a governmental unit or other than
an organization exempt from tax (i.e. corporations with
nonprofit status under 8501<c)(3)) and on which either the
payment of the principal and interest is secured in whole or
in part by property to the payments received from the
property are pledged for the payment of principal and
interest -- is subject to far more extended and extensive
limitations that those of bonds which would be 1issued by
public corporations or instrumentalities whose existence is
authorized under AS 29.59.

I trust that this fully responds to your questions.
JBC :jpd

Attachment



IEMORANDUH February 16, 1978

SUBJECT! Brief history of AS 29.59
T0: Representative Nels A. Anderson, Jr.
FROM: John B. Chenowcth

Legislative Counsel

SREEPEOD SR i, e tovion kv

In mid-session of 1976, Bob Dupere called to the attention of the Senate
Community and Regional /iffairs Committee the proposal by the IRS to
tighten regulations defining the tax-exempt status of public corporations.
Dupere ha3, of course, a working knowledge of municipal finance with
respect to Alaska % local governments, and appreciated the potential
problems that would have been presented under the particular changes

then under consideration by the IRS. His suggestion to meet the problems
wa3 to make clear that municipalities had the authority to establish
public corporations for carrying out specific municipal purposes, to
protect the tax-exempt status (insofar as that was possible) of these
creatures in the event local governments determined to make use of

public corporations to meet public purposes or need3. At the time, as |1
recall, the possibility of establislunent of a public corporation for
hospital, care was under active consideration, as, | think, was the
proposal to use municipal authority to provide public services to major
industrial users.

At any rate, the bill was drafted and presented. Committee members
endorsed the attachment of the provision to a bill offered by the governor
making technical amendments to the existing authority of the Alaska
Municipal Bond Dank Authority. I do not recall whether the provision

was added on to the governor®s bill in anticipation of possible veto of
the same provision standing alone, or whether it was added because,

on that day, the governor ™ bill happened to present itself as a handy
vehicle. That is where it was put - but in redrafting the bill to

carry the amendment, the draftsman neglected to conform the title.



Representative Nels A. Anderson/ Jr.
Page 2
February 16/ 1973

The governor signed the bill into law. However/ in a most unusual move,
his transmittal latter to the Legislature pointed out the problem posed
by the failure to limit the bill to one subject and to conform the title
to the substantive provisions of the amended bill;

"1 have signed the following bill and ara transmitting the enrolled
and engrossed copies to the Lieutenant Governor®s Office for
permanent filing:

SENATE COMMITTEE SUBSTITUTE FOR
COMMITTEE SUBSTITUTE FOR
HOUSE BILL HO. 674
amended Senate (Chapter 56, SLA 1976)

Even though 1 have signed this bill into law, | have been advised
by the Attorney G naral that the inclusion of Sec. 4 in the bill
violates Article Il, Section 13 of the Alaska Constitution. This
provision requires that t>ills are to be confined to one subject and
that the subject be expressed in the title. Accordingly, the
Attorney General lias advised that Sec. 4 of the bill is void and of
no effect.

I am bringing this matter of the Attorney General®s advise (sic) to your
attention so that those legislators who were relying on Sec. 4 to
accomplish some objective may bo notified as to its probable effect.
Those legislators may then want to take appropriate action such as
introducing new legislation to cover the subject set forth in

Sec. 4 of the bill."

1976 House Journal, at p. 1280.

I have to question why the Attorney General determined that only section 4
of the legislation, that section adding what is now AS 29.59, was "void

and of no effect” - why, in fact, the entire bill v/as not tainted with
the same objection - and whether, for that reason, the opinion rendered
to the governor is correct. Neverthe3.esa, it is the closing paragraph

of the governor®s transmittal letter which the. provision designated
"*Sec. 13" in the original version of HB 483 is intended to address.

Assuming that the governor®"s statement, based on the attorney general’s
advice, is correct, then it seems that you have two courses open:
Repeal AS 29.59 or re-enact it, with or without substantive amendment.
At least as to any municipality which may have acted in reliance on the
section, or which may in the future, 1 think :t desirable, in response
to the governor®s invitation, that the legislature act, for inaction
only maintains the "cloud” on AS 29.59 first pointed out in the above—
cited transmittal letter.

JBC:jpd



' FOUCHY. STATE CAPITOL
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LEGISLATIVE AFFAIRS AGENCY

M EMORANDU WM March 17, 1978

SUBJECT: HB 855: relating to public corporations
and other instrumentalities of municipal
government. (Work Order No. 51.87)

TO: Representative Lisa Rudd, Chairperson

House Community and Regional Affairs Committee

FROM: John B. ChcnowepH"~\"/"
Legislative Col

t f

You have, posed four questions with reference to HB .855 which
bear upon the use by local governments of public agencies as

a means by which to issue obligations on a tax-exempt basis-.

HB 855 would re-enact provisions of AS 29.59, specifically
authorizing public corporations or like instrumentalities
established by municipal governments to issue obligations 1in
order to fund the costs of construction of public facilities.
The reasons.favoring re-enactment of AS 29.59 are alluded to

in my memorandum to Representative Nels Anderson of February 16,
attached to this memorandum.

The statutory provision which eventually was enacted into
law as AS 29.59 was first drafted during the 1976 session in
response to proposed additions to and amendments of regulations
by the US Treasury. The changes proposed, 1incorporated into
regulations relating to definition arid administration of the
Internal Revenue Code, would have defined limits which
public agencies established by local governments would have
been required to satisfy in order to gain or retain the
benefit of tax-exempt interest, on the agent®"s obligations to
the extent enjoyed by the obligations of the municipality
which were directly issued. The purpose of the proposed
rule change was, at least- in the view of the Treasury, that
public agencies which were issuing the obligations be in
actual fact substantially controlled and directed by the
local government unit or units in whose behalf they were
issuing obligations. In the language of the Treasury-
prepared synopsis of the regulations



Representative Lisa Rudd
Page 2
March 17, 1978

In general, the proposed amendments [to IRS regulations]
provide that only a constituted authority of a state or
local government unit may issue obligations on behalf
of the unit. The authority must be specifically authorized
pursuant to state lav; to issue obligations on behalf of
the unit to accomplish a public purpose of the unit.

e The authorization must specify the public purpose of
the governmental unit on b.dialf of v;hich the authority
is authorized to issue obligations and also must create
the authority or provide that the governmental unit may
create the authority. The authority must be created
and operated solely to accomplish a public purpose of
the governmental unit.

The proposed amendment requires a closer connection
between the authority and the governmental unit including
control of the authority®"s board and organizational or
supervisory control over the authority of the governmental,
unit.."®

AS 29.59 was drafted to respond to the threshhold requirements
of the then-proposed federal regulation changes, namely, the
requirement that the public agencies be specifically.authorized
in applicable state law-, that they be authorized to undertake
or fulfill a public purpose, that the public purpose for

which authorized be specified, and that the grant of authority
represent a grant for only the accomplishment of that public =«
purpose.

The strip ?nt requirements of the regulations proposed by
the Ufeas ry were not adopted. Rather, Tformer provisions of
the Code f Federal Regulations relating to tax-exempt
interest paying obligations were substantially continued.

The current, law on the subject appears to be this --
The applicable statute is 26 USC 103(a): \

(a) GENERAL RULE. Gross income does not include
interest on --

&) the obligations of a .State, a Territory, or a
possession of the United States, or any political
subdivision of any of the oregoing, or of the District
of Columbiaj;.
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The statutory exemption embraces debt obligations of local
government whether issued "directly”™ or "indirectly,”™ that
is, through the use of a public corporation as agent:

Obligations 1issued by or on behalf of any State or
local governmental unit by constituted authorities
empowered to issue such obligations are the obligations
of such a unit.

and

The term "political subdivision", for purposes of
this section [26 CFR &1.103-1], denotes any division of
any State or local governmental unit which is a municipal
corporation or which has been delegated the right to
exercise part of the sovereign power of the unit! !

26 CFR §1.103-1(b).

Your first question -- whether the same concerns whrMi
prompted introduction and enactment of the legislation in
1976 are still of concern -- 1is probably better answered in
the negative. The stringent requirements which the Treasury
was suggesting in the amendments and changes mentioned
earlier in this monograph have not been adopted and are not
now under active consideration. Assuming that the principal
factor motivating 1IB 674"s introduction in the 1976 session
was to obviate anticipated challenges to the authority of
agent s or corporations established by local governments in

Alas! to issue tax-exempt obligations for the benefit of
the . cal government -- and | think it is a fairly good
assumption -- the apparent urgency of the situation then

does not control or affect events now.

The answer to the first part of your second question, 1insofar
as it applies to tax-exempt obligations 1in general (exclusive
of the problems of the use of industrial development bonds),

is likewise "no."™ The Treasury, 1in 1976, did not adopt the
regulations as contemplated at that time; the existing body
of regulation -- including, of course, revenue rulings and

the body of case law -- has been continued forward with few

substantive changes.
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Your third question departs from further examination of
applicable regulations of the IRS. It presents the question
of whether there is a state constitutional "checkl on the
establishment of public corporations or agencies by Alaska
municipalities to undertake public purposes. Your question
cites the general statement of policy contained in Article X,
sec. 1 of the state constitution, which recounts the philosphy.
underlying the existing local government article:

The purpose of this article is to provide for maximum
local self-government with a minimum of local govern—
ment units, and to prevent duplication of tax-levying
jurisdictions. A liberal construction shall be given
to the powers of local government units.

The reference to "units" in this section 1is unusual -- the
term appears nowhere else in the article. The next following
section, section 2, describes the requirement that "all
local government powers . . . be vested in boroughs and
cities,” to the exclusion of any other kind or species of
local authority having the very important power of taxation.
By virtue of the interposition of the phrase "powers of
local government units"™ in section 1 and the requirement
imposed by section 2 that full local government powers
devolve only upon boroughs and cities, and based upon the
transcript and record of proceedings of the constitutional
convention, | conclude that the use of the word "units"™ 1in
the first section was intended to embrace only the two
general types of local government authorized. It was not
thought that the limitation would apply to the establishment
of mechanisms by the local government units themselves after
they were incorporated. Quite the contrary: .the powers of
local government units were intended to be liberally construed
(Art. X, spp.,TV. and the authority of a political subdivision
to e_sJmb.H-sh-ar-pubJ.ic-enterprise r public corporation 1in
"Turtherance of legitimate public purpOTTds is at leasJiTa"Lluded
to in Article.-I1X,-spp 11, and appears there and in commentary
in ~the record of the constitutional convention without
res tri -kind of agency. In short, |
believe that the state constitutional "provision enunciating
a policy of a "minimum oi local government units"™ may not be
understood to be a limitation on the use of public enterprises
or corporations -- public agencies, generally -- to supplement
direct provision of public services by local governments.
Other circumstances or conditions may compel that conclusion:
Hie~const'itutional provision cited, in my opinion, does not.
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v

Your concluding query requires examination of tax-levying
authority under AS 29.59 and existing limitations on the
authority of local governments to levy property taxes. The
tax limitations, of A 29.53.050 appear to be inapplicable to
taxes of a public corporation or similar public agency
established by a municipality under authority granted by

AS 29.59. There is no direct relationship between the two
statutory provisions mentioned such that the limitations
section of AS 29.53.050 need be extended and made applicable
to public agencies. The grant of authority set out 1in

AS 29.59 does not extend to the public corporation or similar
instrumentality the right to levy taxes. That right 1is
limited, by the state constitution, to the levy and collection
by cities and boroughs only. Thus, the right of the public
corporation to issue obligations on behalf of the municipality
for public purposes, if understood as having the effect of
using the public corporation as a "front"™ for the municipality,
cannot circumvent the limitation on delegation of taxing
authority only to cities and boroughs, requiring the municipality
to raise necessary revenues to pay off obligations of the
corporation within the general limitation of AS 29.53.
Similarly, if the right granted be seen as one by which a
public corporation 1is authorized to issue its obligations

for public purposes in furtherance of the responsibilities

of municipalities, the grant of authority does not carry

with it the right to levy and collect taxes for the purpose,
and concern about conflict with AS 29.53 is unfounded. (The
latter is analogous, at the local level, to the relationship
between the State and ASHA, a public corporation: ASHA

bonds are strictly revenue bonds; ASHA is not authorized to
offer obligations on the strength of the full faith and

credit of the people of Alaska, nor is the State legally
obliged to bail ASHA out of any financial embarrassments.)

In summary, 1in no 1instance can | conceive of a public corporation
established under AS 29.59 having a valid argument on which

to enforce a levy in excess of that provided for generally

in statute.

v

I do not want to leave points 1 and 2 of this paper without
mentioning two other matters:

While it is true, of course, that the failure of the IRS to
adopt the regulations proposed in early 1976 constitutes a
change of circumstance over the intervening two-year period,
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it is equally true that, apart from AS 29.59, there is np
generally applicable provision by which a city"or borough 1is
granted authoncy to establish a corporation or instrumentality
bo use as an agent m the issuance of debt obfigatic is on

its behalf. I am not aware that any Alaska municipality has
placed reliance on the provision in the two years it has

appeared in the. statutes. Repeal of the provision, or even
non-alteration, probably poses no problem. However, though

AS 29.59 was drafted and enacted under circumstances quite
different than those presently known, to the extent that a
clear statement of authority for the establishment of a
corporation for the purposes indicated is desirable, the
provision does serve that purpose. The committee will, of
course, enunciate the policy: I did not want to leave the
impression, that, because circumstances have changed, the
statute no longer serves a useful role.

Secondly, 1 want to caution that this memo 1is not intended
to address or suggest disposition of the issues which
surround the very complicated subject of tax treatment of
the interest earned on industrial development bonds. (In
requesting your questions in writing, | wanted to try to
assure that the questions could be answered in a manner
which did not require extended treatment of the handling of
industrial development bonds, a relatively more common means
of involving public purpose financing through the intermediary
of a public corporation, but one which is, in terms of tax-
exempt eligibility, far more complicated.) The tax-exempt
status of industrial development bonds -- defined, generally,
as bonds whose proceeds are used in an activity engaged 1in
for profit by other than a governmental unit or other, than
an organization exempt from tax (i.e. corporations with
nonprofit status under 8501(c)(3)) and on which either the
payment of the principal and interest is secured in whole or
in part by property to the payments received from the
property are pledged for the payment of principal and
interest -- is subject*to far more extended and extensive
limitations that those of bonds which would be 1issued by
public corporations or instrumentalities whose existence is
authorized under AS 29.59.

I trust that this fully responds to your questions.
JBC:jpd

Attachment



£ MORATDUM February' 1G, 1978

SUBJECT: Brief history of AS 29.59
TO: Representative Nels A. Anderson, Jr.
FROM: John B. Chenoweth

Legislative Counsel

Ky recollection of the circumstances relating to tho adoption and taking
effect of tho bill embodying this provision is this:

In mid-session of 1976, Bob Dupero called to tho attention of tho Senate
Community and Regional Affairs Committee the -proposal by tha IRS to
tighten regulations defining the tax-exempt status of public corporations.
Dupere las, of course, a working knowledge of municipal finance with
respect to Alaska®s local governments, and appreciated the potential
problems that would have been presented under- tho particular changes

then under consideration by the 1KS. [Ilis suggestion to meet the problems
was to make clear tlivt municipalities had the authority to establish
public corporations for carrying out specific municipal purposes, to
protect the tax-exempt status (insofar as that was possible) of these
creatures in tho event local governments determined to mako vise of

public corporations to meet imblic purposes or needs. At the time, as |1
recall, the possibility of establishment of a i>ublic corporation for
hospital, care was under active consideration, as, | think, was the
proposal to use municipal authority to provide public services to major
industrial users.

At any rate, tho bill was drafted and presented. Committee members
endorsed the attachment of tho provision to a bill offered by the governor
making technical amendments to tho existing authority of the Alaska
Municipal Bond Bank Authority. I do not recall whether the provision

was added on to the governor®s bill in anticipation of possibles veto of
the same provision standing alone, or whether it was added because,

on that day, tho governor®s bill happened to present itself as a handy
vehicle. That is where it was put - but in redrafting tho bill to

carry tho amendment, the draftsman neglected to conform tho title.
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The governor signed the bill into law. However, in a most unusual move,
his transmittal letter to the Legislature pointed out the problem posed

by the failure to limit the bill to one subject and to conform the title
to the substantive provisions of tho amended bill:

"1 have signed the following bill and am transmitting the enrolled
and engrossed copies to the Lieutenant Governor » Office for
permanent filing:

SENATE COMMITTEE SUBSTITUTE FOR
COMMITTEE SUBSTITUTE FOR
HOUSE BILL i:0. 674
amended Senate (Chapter 56, SLA 1976)

Even though I have signed this bill into law, 1| have been advised
by the Attorney General that the inclusion of Sec. 4 in the bill
violates Article Il, Section 13 of tho Alaska Constitution. This
provision requires that bills are to be confined to one subject and
that the subject be expressed in the title. Jvccordingly, the
Attorney General has advis;ed that Sec. 4 of tho bill is void and of
no effect.

I am bringing tliis matter of the Attorney General 3 advise (sic) to your
attention so that those legislators who were relying on Sec. 4 to
accomplish some objective may be notified as to its probable effect.
Those legislators may then want to take appropriate action such as
introducing new legislation to cover the subject set forth in

Sec. 4 of the bill."

.1976 House Journal, at p. 1230.

I have to question why the Attorney General determined that only section 4
of the legislation, that section adding what is now AS 29.59, was "void

and of no effect” - why, in fact, live entire bill van not tainted with
the same objection - and whether, for that reason, the opinion rendered
to the governor is correct. Nevertheless, it is the closing paragraph

of the governor ® transmittal letter which the provision designated
"*Sec. 13" in the original version of 113 433 is intended to address.

Assuming that the governor®s statement, based on the attorney general”s
advice, 1is correct, then it seems that you have two courses open.-
Repeal AS 29.59 or re-enact it, with or without substantive amendment.
At least as to any municipality which may have acted in reliance on the
section, or which may in the future, || think it desirable, in response
to the governor®"s invitation, that the legislature act, for inaction
only maintains the "cloud” on AS 29.59 first pointed out in the above—
cited transmittal letter.

JTic: jpd






344 FRONT STREET
KETCHIKAN, ALASKA 99901

flarch 27, 197-3

Res S3 873

The Honorable Lisa Rudd

Cha-irnan

House Community & Regional
Affairs Committee

Rauch V

Juneau, Alaska 99811

Dear Chairman F.udd;

In our borough, a second-class borough, there ere "
twelve (12) elected officials; mayor, electea-at-iarge;"four
{-) assemblymen, clected-at-large from the area outside the

City of Ketchikan; a seven (7) assemblymen appointed from

the Cifcv Council. As a second-class borough the provisions
of AS 29.23.930 apply. AlX our twelve (12) elected officials
have 3-vear staggered ferm3. Under existing provisions
of AS 29.23.530 in order to effect an ire salary change

for all elected official positions, thro*, elections must
take placa before all members are receiving the came salary.

A Ketchikan Gateway Borough Assembly salary change
(from $100 to $150) commenced with the October, 1976 election
and will be completed when those elected in October, 1978
take office at which time all eleven will again be receiving
the same compensation.

Having observed -this transition from $100 to 150 per
month, it is apparent, that among the elected officials, the
procedure involved is a point of“firritation as all have the
same responsibilities.

1 bflieve there are sufficient checks in our local
government structures to preclude the actions cf elected
officials from becoming actions airectncl toward overt personal
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gain at the expense of the local taxpayers. Those local
governments to which the existing requirements apply are
those smaller municipalities where actions of the elected
officials are constantly subject to very close public scrufci
Elected officials salaries must be set by ordinance on which
public hearings are held, these salaries are included in the
annual budget on which public hearings are held, and the
appropriations needed to pay these salaries are made by
ordinance on which public hearing are held.

Therefore, | am of the opinion that the present provi—
sions of AS 29.23.530 are unduly restrictive and | support
B3 873 as proposed.

Sincerely,

u \S
Judith A- Slajer

Borough Manager
JA3:jJw

cc: KG3 Assemby and Mayor
Jim Rolls, Ex. Director, AML



April 3, 1978

Ms. Lisa Rudd

Alaska House of Representatives
Pouch V

Juneau, Alaska 99811

RIE2 HR 873 "An act relating to the salaries of elected municipal officials”
Dear Ms. Rudd:
1 wish to present testimony in favor of passage of HR 873.

Having had the privilege of being elected a full time Borough Chairman in
October of 1968, when the budget was set inJure of 1968 for a part time
Borough Chairman, 1 found that compensation could not be increased because
of the wording in the statute. I am very happy to see HB 873 introduced
as this would amend this restriction.

I concur that wages should not bo decreased, as a personrunning for that
office naturally would expect to receive the compensation shown in the
budget, but "should, on the other hand, not be restricted from receiving
just compensation for his efforts.

Very truly yours,

[3pHN A, CARLSON
//Borough Mayor

JAC:mkr






LOCAL BOUNDARY CCKHSSIOM

Papers >

1.

Sec.

To consider any local government boundary change
(12, art. X, AlaskaConstitution)

To present proposedchanges to the legislature
(12, art, X, AlaskaConstitution* 7, ch, 64, SLA 1959)

(subject: to law) to establish procedures whereby boundaries
may be adjusted by local action
(12, art X, /daska Constitution)

To make sudies of local government boundary problems
(7, ch. 64, SLA 1959)

To develop proposed standards and procedures for changing
local boundary lines
(7, ch. 64, SLA 1959)

To hold hearings on proposed boundary changes
(7, ch. 64, SIA 1959)

44.19.260



LOCAL BOUNDARY COMMISSION MEETING WITH
COMMUNITY AND REGIONAL AFFAIRS COMMITTEE OF THE HOUSE

SUBJECTS:

1. HB 874 Local Boundary Commission Local Government Study
2. HB 585 Local Government Study Commission

3. Boundary Commission®"s Functions
(will probably come up under the above)

4. Letter from C&RA Committee
(Gallagher may wish to discuss this.)

5. Staff Support from C&RA; 1is it satisfactory?
(Optional discussion item)
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Introduced: 3/7/78
Referred: Community & Regionax
Affairs and Finance

BY THE COMMUNITY AND REGIONAL

1 IN THE HOUSE AFFAIRS COMMITTEE

2 HOUSE BILL NO. 874

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

A TENTH LEGISLATURE - SECOND SESSION

5 A BILL

n For an Act entitled: "An Act relating to a study of provision of local
7 government services in the unorganized borough."”

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

n * Section 1. FINDINGS, (a) Article X of the Constitution of the State
id of Alaska provides for local government in the state. It states: "The

ii purpose of this article is to provide for maximum local government with a

:Q minimum of local government units, and to prevent duplication of tax-levying
13 jurisdictions.” It also establishes a local boundary commission and requires
11 establishment in the executive branch of the state government of an agency to
15 advise and assist local government.

in (b) The constitution became operative on January 3, 1959. Although

ﬂ boroughs have been established in certain areas of the state and cities exist
]8 in the unorganized borough, the purpose of the local government article has
I)not otherwise been implemented, leaving large areas of the state without
Z)functioning local governments. As a result of the need for services and

21 desirability for local control of provision of these services, sing purpose
2 agencxes funded entirely by the state have been created to fill the vacuum.
23 These agencies sometimes have overlapping boundaries thereby diluting

;A responsiveness to the public.

25 (c) The factual basis for more fully implementing the constitutional
Z)mandate is not available. A study by the Local Boundary Commission, aided by
27 the Department of Community and Regional Affairs and an advisory committee

28 with public participation, would provide needed data.

29 * Sec. 2. STUDY. The Local Boundary Commission shall conduct a scudy on
1 HB 874



1 provision of local government services in the unorganized borough. The study
2 shall consider

3 (1) whether there are areas which should be incorporated as local
4government units;

5 (2) whether there are areas that should be annexed "o existing

O local government unit

7 (3) whether there are areas which should be established by the
8Iegislature as service areas, and, if so, what services should be provided to
9 each area;

I) (4) whether the legislature should consider establishing new
:ﬂ.classes of local government in the state, or should make changes 1in existing

:Q forms;

13 (5) methods of financing newly created local government units from
14 both state and local finances;

15 (6) other matters the commission considers relevant.

16 * Sec. 3. STAFF SUPPORT. The Department of Community and Regional

17 Affairs shall provide staff services to the Local Boundary Commission for
:Bperformance of the study, but the commission may, within appropriations
]Davailable for the purpose, contract with other persons for development of
Z)data or recommendations on specific matters.

Z_ * Sec. 4. ADVISORY COMMITTEE. An advisory committee to the Local Bound—
Zary Commission for the study is established. The committee is composed of

23 the chairmen of the 3enate and house community a id regional affairs commit—
ﬂtees, three members who reside in the unorganized borough outside cities, two
25 members representing municipalities in the unorganized borough, one member
5 representing school boards in borough or city school districts in the unor—
Z_ganized borough, and one member representing school boards in regional edu—

m-cational attendance areas. The committee shall elect its own chairman. The

Zcommittee shall review recommendations proposed by the commission, comment to

HB 874 -2-




1the commission on each proposed recommendation, and perform other duties as
assigned by the Local Boundary Commission.
3 * Sec. 5. PUBLIC HEARING. The Local Boundary Commission in conjunction
“lwith the advisory committee shall hold public hearings within the unorganized
5 borough. At least one hearing shall be held in each judicial district of the
6 state and other hearings may be held at the discretion of the commission.
* Sec. 6. REPORT. The Local Boundary Commission shall prepare a final

" report with findings and recommendations and submit the report and recommen—
dations to the governor and, through the Legislative Council, to the legis—

lature on or before September 1, 1979.
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TO; Lisa FROM: Annette
April 13, 1978

HB 875 Payments to 1st class and home rule municipalities
from National Forest revenues.

This bill adds a new section to extend to first class and
home rule cities in the unorganized borough a portion of the
revenues received from National Forest lands. The law
presently shares these revenues with boroughs for support

of schools and roads. Payments are based on national forest

acreage within the municipalities.

The Federal law, 16 U.S.C. 500, as cited in the statute,

gives a portion of the national forest stumpage revenues to
stales for distribution to "counties" for the support of schools
and roads. When Alaska became a state, it was thought that
boroughs were Alaska"s answer to counties and so the

revenue was shared with boroughs.

Obviously, boroughs are not the only municipalities which
support schools and roads, but since the federal law specifies
counties, and it is felt that the federal government will not
accept cities in the unorganized borough as a special form

of county, HB 875 1is worded so as to get around the specifics
of the federal law. In HB 875 the cities will receive a share
of the national forest revenues from the general fund.

The general fund contains the remainder of the national forest
shared revenues after some have been dispursed to boroughs.

In other words, it is not going directly to the cities, but 1is

appropriated at a later date to them from the general fund.

DC&RA handles the dispursement of funds (which they receive
from the Forest Service) to boroughs. They will give us a
fiscal note on the impact of this legislation. An estimate 1is

about 8 cities.
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POUCH 6 650
ANCHORAGE. ALASKA 99502
(907) 274 2525

Wtsuu\m

OFFICE OF THE MAYOR

April 4, 1978

Representative Lisa Rudd, Chairperson
Community & Regional Affairs Committee
Pouch V

Juneau, Alaska 99811

Re: House Bill 886
Dear Representative Rudd:

The purpose of this letter is to inform you that the Municipality
of Anchorage strongly supports House Bill 886 and wurges 1its
favorable consideration by your Committee. This legislation would
implement the "Operation Breakthrough"™ program in Anchorage as
well as providing impetus for similar projects in other
communities throughout the state.

I am certain 1 do not need to remind you of the ever present
dilemma posed for 1local government by demands for services and
capital 1improvements on the one hand and the need to minimize
local tax burdens on the other. Programs such as Breakthrough
represent an effort by concerned citizens to overcome this dilemma
and to place responsibility for a decision on major community
improvements before the voters.

Given the ability of the state to borrow capital improvement funds
at rates substantially below those available to local government,
and the 1increasing revenue being made available from resource
development, the time 1is particularly ripe for a commitment by the
state to assist local government taxpayers in making their
communit ®s safe, pleasant and attractive places. In Anchorage,
Breakthrough 1is responsible for wurging the Assembly to place
before the voters several bond propositions which, 1if enacted,
would be wused to match state funds provided under 11B 886 to
provide needed community improvements.

Many of the projected improvements such as cultural and sports
centers, road 1improvement, libraries and museums will benefit
those residents of the state who visit or travel through



\

+ Rep. Lisa Rudd
April 4, 1978
Page 2

Anchorage, 1in addition to permanent residents of the Municipality.
Perhaps more importantly, passage of HB 886 will, as noted above,
hopefully provide incentive in other communities for groups
similar to Breakthrough to try to overcome the dilemma between tax
burdens and community needs and to make Alaskan communities equal
or superior to those outside 1in providing adequate services and
facilities for their residents.

IT I or my staff can be of any assistance to the Committee, please
do not hesitate to call my office at 264-4431, or contact Mr. Ted
Berns,. Municipal attorney, at 264-4237. Thank you for the
opportunity.to comment on this legislation.

Sincerely,

MUNICIPALITY OF ANCHORAGE

George M. Sullivan
Mayor

CMS:TDB:gml



POUCH 6-650

M unicipality ANCHORAGE, ALASKA 99502

0 f (907) 274-2525

A N C h Ora g e sli?(%iE M. SULLIVAN.

OFFICE OF THE MUNICIPAL MANAGEFI

June 6, 1978

Honorable Lisa Rudd
Alaska House of Representatives

Pouch V

State Capitol Building

Juneau,

Alaska 99811

Dear Lisa:

As indicated, | brought sane of our staff together to review the allocation
problems you are having with FIB 886. As a result, we came up with the
following:

1.

Question: Although there seems to be support for the presently
proposed method of determining local shares under IIB 886, the
application of the formula results in a $650 million package.

The proposed method includes a heavier weighting for smaller,
less populated conmunities. For example, coinnunities with
populations of less than 10,000 would receive $3,000 per capita
vs. $1,000 per capita for Anchorage. How can we accommodate

the originally proposed methodology and stay within $400 million?

Suggestion: Calculate the relative shares under the proposed
methodology. Distribute the $400 million amount pro-rata using
the percentages derived from the $650 million allocations. This
approach will continue the heavier weightings for small commun—
ities. It also lias the advantage of being relatively straight
forward.

Question: The State is concerned about being able to predict
the required funding under HB 886 for each fiscal year. How
can this be accomplished?

Suggestion: Establish a ceiling amount for each fiscal year
and distribute the $400 million over a eight to ten year period,
including one to two years for closing out the program. This
would result in something less than $400 million given the
present value of an annual allocation over an eight to ten year
period.



Page 2

Letter to Honorable Lisa Rudd
Re: HB 886

Suggestion: Each cortmunity would be required to present a
Capital Improvement Program requesting the funds. The State
should have some flexibility in allocating the funds during
each fiscal year so that communities who are prepared to
proceed can receive available funds. Over the eight to ten
year period, no conminity would receive more than its maximum
amount allowable under the formula.

I trust these corments will be of some value to you.

/jlc

Sincerely,

Douglas Weiford
Municipal Manager



HB 886: AN ACT RELATING TO STATE AID FOR MUNICIPAL CAPITAL IMPROVEMENT,
AND PROVIDING FOR AN EFFECTIVE DATE.

HB 886 would facilitate the "Operation Breakthrough" program in Anchorage
and provide impetus for similar projects in other communities throughout
the state. The Municipality of Anchorage supports this bill.

Local government faces an ever present dilemma posed by demands for services
and capital improvements and the need to minimize local tax burdens. Programs
such as Breakthrough represent an effort by concerned citizens to overcome
this dilemma by placing responsibility for decisions on major community
improvements before the voters. Breakthrough is responsible for urging
the Anchorage Assembly to place before the voters several bond propositions
which would be used to match state funds under HB 886 to provide needed
community improvements.

The State can borrow capital improvement funds at rates substantially below
those available to local government, and resource development is making
increased revenue available to the State. Thus, the time is particularly
ripe for a commitment by the State to assist local government taxpayers in
making their communities safe, pleasant, and attractive places to live.

Many of Breakthrough's projected improvements such as cultural and sports
centers, road improvement, and libraries and museums will benefit those
residents of the State who visit or travel through Anchorage as well as the
permanent residents of the Municipality.

Perhaps more importantly, 1B 886 will provide incentive in other communities
lor groups similar to Breakthrough to try to overcome tlac dilemma between
tax burdens and community needs. We hope that such groups will make
Alaskan communities equal or superior to those Outside in providing adequate
services and facilities for their residents.
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Original sponsor: Community and Regional
Affairs Committee

) BY THE COMMUNITY AND REGIFNAL
I'IN THE HIUSE AFFAIRS CiMMITTEE

CS FOR HOUSE BILL NO. 886
IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - SECOND SESSION

5 A BILL
c# For an Act entitled: "An Act relating to state aid for municipal capital im—
/i provements; and providing for an effective date."

8 EBE IT ENACTED BY THE LEGISLATURE OF THE STATE OE ALASKA:

9 * Section 1. AS A3.18 1is amended by adding new sections to read:

O Sec. A3.18 200. INLENT. It is the intent of the legislature that,
lL so Long as the state general fund is augmented by a substantial dollar

| contribution from the development of Alaska®"s petroleum resources,

30 appropriations be made annually under secs. 2.00 - 255 of this chapter ftc
] share a portion of that resource revenue with municipalities for their

5 capital improvement projects.

6 Sec. A3.18.205. MUNICIPAL CAPITAL IMPROVEMENT ACCOUNT. The muni —
1 cipal capital 1improvement account 1is established. The account consists
5k of appropriations for distribution under secs. 200 - 255 of this chapter
91 to municipalities to assist in paying the costs of eligible municipal
i) capital 1improvement, projects for which no bonding, notes, or other
>' indebtedness was incurred before July 1, 1978.

iﬂ Sec. A3.18.210. GRANTS TO MUNICIPALITIES. (a) During each fiscal
31 ye€dl, the state shall allocate to each municipality in the state an
amount equal to 50 per cent of the annual principal and interest owing

,Iﬂ by that municipality on 1its general obligation bonded indebtedness for

an eligible capital improvement for which bonding, notes or other in—

debtedness was incurred on or after July 1, 1978, or, if funds are

available, make a grunt to the num icipnl i.ty of 50 per cent of the costs
e 1h* capital impiovertf. nl which the municipality seeks to construct or

-1- ~ CSH5 836
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acquire.

(b) The estimated cost of an eligible capital improvement project
may not exceed costs developed in accordance with the standards and
criteria adopted by the commissioner of the Department of Transportation
and Public facilities under AS 35.10.160 - 35.10.200. State funds may
not be committed to nor expended for construction cost overruns or other
costs in excess of the original project estimated cost.

(c) Subject to (a) of this section, a municipality may, for-a
proposed municipal capital 1improvement eligible for state assistance
under this section, obtain from the state a grant for the capital im—
provement 1in an amount equal to 50 per cent of the cost of the project
or 50 per cent of the amount that would be the local share not financed
by other state or federal assistance programs or private grants, which—
ever 1is the lesser. The municipal share of the funding of the eligible
capital improvement may be obtained by the municipality from any source
lawfully available to it, including but not limited to the sale of
general obligation bonds.

Sec. A3.18.215. LIMITATION®™ ON GRANTS. (a) No more may be allo—
cated to a municipality from the municipal capital improvement account
than

(1) $3,000 per capitaon the first 1,000 population;

(2) $2,000 per capitaon population over 1,000 but less than
10,000;

(3) $1,000 per capita on population of 10,000 and more.

(b) When a municipality has been allocated the maximum amount
provided in (a) of this section for that municipality, it is no longer
e ligible to obtain grants from the municipal capital improvement account

fee-trd less of population changes within the municipality after that

t

GH b o
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(c) For purposes of this section,
2 @y the population used for computing the entitlement 1is the
2i population of the municipality on Ju 1, 1978, as determined by fhe
department;
(2) the limitation on allocations in (a) of this section
applicable to a borough shall be based upon the population of the

borough with respect to an eligible capital improvement which the

8 borough has authority to provide on an areawide basis;

9 (3) the limitation on allocations in (a) of thissection

I) applicable to a city or service area of a borough shall be based upon
ﬂ_l the population of the ccty or service area of the borough with respect
]Q to an eligible capital improvement which the city has authority to

13 i provide oi which the borough has authority to provide on a service area

1 basis.
)Sf Sec. 43.18.22,0. APPLICATION FOR AID. (a) The commissioner shall
5! prescribe the necessary forms and procedures to be used in applying for
171 grants under secs. 200 - 255 of this chapter.
:BI (b) A municipality seeking aid under secs. 2.00 -2550f this

i chapter must apply to the department by September 15 of the prior fiscal

Z) year.
Z_ (c) The department

(D may not administer secs. 200 - 255 of this chapter in a
23 © manner that diminishes the authority of a municipality£Jto determine

what types, priorities or design of capital improvements are appropriate

for its community.

Jo
(2) may make no determination of eligibility based upon 1its
2/} evaluation of the desirability or priority of a project.
Z&i Sec. 43.18.22%). CONDI TION"S OF GFIANTS. (a) Funds distributed to a
wll ipalily under sees. 20!" - 250 of this chapter must be received,
-3- “ CSHB 886
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held, and expended by the municipality in accordance with the applicable
provisions of law and of regulations adopted by the department. Funds
provided under secs. 200 - 255 of this chapter, but which are not re—
quired for the project for which they were granted or which are in
excess of that municipality"s entitlement for grants as that entitlement
is limited by sec. 215 of this chapter, shall be returned to the depart
ment and deposited in the general fund.

(b) Each municipality shall maintain financial records of the
receipt and disbursement of state funds received under secs. 2.00 - 255
of this chapter and money provided toward local effort. The records
must be in the form prescribed by the department and are subject to
audit by it at any time.

(c) Before funds are distributed to a municipality by the depart-—
ment , the commissioner shall require municipal officers to demonstrate
that the municipality has secured financial assistance from other
federal and state programs to the maximum possible extent.

Sec. A3.18.230. RESPONSIBILITY TO MAINTAIN AND OPERATE CAPITAL
IMPROVEMENT. Every municipality obtaining funds under secs. 200 - 255
of this chapter shall be solely responsible for the maintenance and
operation of the capital 1improvement. Nothing 1in secs. 200 - 255 of
this chapter obligates the state to participate 1in or contribute to the
cost of operation and maintenance of the capital 1improvement.

Sec. 43.18.235." SUBMISSION OF CAPITAL IMPROVEMENT PLAN REQUIRED.
No Tfunds may be made available under secs. 200 - 255 of this chapter
unless the municipality submits to the department a five-year capital
improvement plan showing the capital improvements planned for the muni —
cipality during the next Tfive years, the planned sources of revenues to

pay for tie:- capital improvements, and operational costs of the capital

iroveinen ts.
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Sec. 43. 1S. 240. NOIICE Ot GRANTS. The municipality shall furnish
a notice with tax statements mailed for the fiscal year for which state
grants for general obligation bonded indebtedness or cash grants for
capital improvements are received under secs. 200 - 255 of this chapter
setting out the amount made* available by the state to the municipality
foL that, fiscal year. This information shall be incorporated in any
notice to the taxpayer required under sec. 30 of this chapter 1in connec—

tion with state aid to local governments.

Sec. 43.18. 2.45. CONSTRUCTIONAND IMPLEMENTATION. (a) Sections

200 - 255 of this chapter may not be construed so as to create a debt oi
the state.
(b) Funds to carry out the provisions of secs. 200 - 255 of thi:

chapter may be appropriated annually by the legislature into the muni —
cipal capital improvement account.- If amounts 1in the account are 1in—
sufficient to meet the allocations authorized by the commissioner under
sees. 200 - 255 of this chapter, the funds available shall be distribu—
ted pro rata among each municipality based upon its computed entitlement

Sec. 43.18.250. REGULATIONS. The department shall adopt regula—

tions necessary to carry out the provisions of secs. 200 - 255 of this
chapter.
Sec. 43.18.255. DEFINITIONS. In sees. 200 - 255 of this chapter,

unless the context requires otherwise,
(&) "commissioner" means the commissioner of community and

regional aTfairs;

(2) "department" means the Department of Community and Re—
gion.!'1 Affairs;

(3) "eligible capital improvement™ means a public facility oi
puLl ic work, funds tor the- const met ion of which may be secured by Ihc-
iince fit the iituuieip.il ity ™ gent ml obligation bonds; the term ex-

-5- “ CSHB 886
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eludes an elementary and secondary school and

(A) "municipality” means a unified
3 rule borough or a general law borough or city
1 under the laws of the state.
5 = Sec. 2. This Act takes effect immediately in
C 070(c).

(@]

K B B -

WORK DRAFT PAPER

a medical Tfacility;
municipality or a home

of any class incorporated

accordance with AS 01.10
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Introduced: 3/15/78
Referred: Community & Regional

Affairs and Finance

BY THE COMMUNITY AND REGIONAL
IN THE HOUSE AFFAIRS COMMITTEE

HOUSE BILL NO 88b (Iiﬂ}_
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to state aid for municipal capital im—
provement; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.18 is amended by adding new sections to read:

Sec. 43.18.200. MUNICIPAL CAPITAL IMPROVEMENT ACCOUNT. The muni —
cipal capital improvement account is established. The account consists
of appropriations for distribution under secs. 200 - 295 of this chapter
to municipalities to assist in p lying the costs of municipal capital
improvement projects for which no boncing, notes, or other indebtedness
was incurred before July 1, 1978.

Sec. 43.18.210. GRANTS TO MUNICIPALITIES. (@) During each fiscal
year, the state shall allocate to each municipality in the state an
amount equal to 50 per cent of the annual principal and interest owing
by that municipality or. its general obligation bonded indebtedness for
which bonding, notes or other indebtedness was incurred on or after
July 1, 1978, or, if funds are available, make a grant to the munici—
pality of 50 per cent of the costs of the capital improvement which the
municipality seeks to construct or acquire.

(b) State funds may not be committed t-"nor expended for construc—
tion cost overruns or other costs in excess of the original project n
estimated tost.

(c) Subject to (a) of this section, a municipality may, for a
proposed municipal capital improvement eligible for state assistance

under this section, obtain from the state a grant for the capital
HB 886
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improvement in an amount equal to 50 per cent of the cost of the project
or 50 per| cent of the amount that would be the local share not financed
by othggqﬂgggggmg;*Whichever rs the lesser. The municipal share of the
funding of the capital improvement may be obtained by the municipality
from any source lawfully available to it, including but not limited to
the sale of general obligation bonds.

Sec. 43.18.220. LIMITATION ON GRANTS. (@) No more may be allo—
cated to a municipality from the municipal capital improvement account

I 7S
/ (1) $3,000 per capita on the first 1,000 population;
(2) $2,000 per capita on population over 1,000 but less than
10,000;
(3) $1,000 per capita on population of 10,000 and more.

(b) When a municipality has been allocated the maximum amount
provided in (a) of this section for that municipality, it is no longer
eligible to obtain grants from the municipal capital improvement account
regardless of population changes within the municipality after foefc- Ij\\
time*,

Sec. 43.18.230. APPLICATION FOR AID. (@) The commissioner shall
prescribe the necessary forms and procedures to be used in applying for
grants under secs. 200 - 295 of this chapter.

(b) A municipality seeking aid under secs. 200 - 295 of this
chapter must apply to the department by September 15 of the prior fiscal
year.

(c) The department may not[adopt regulations, review applications
from municipalities, or otherwisejadminister secs. 200 - 295 of this
chapter in a manner that diminishes the authority of a municipalityf in

its sole discretion™to determine what types, priorities or design of
capital improvements are appropriate for its community. state

HB 886 -2-
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judgment as to the appropriateness of a particular capital improvement
in a particular community is a factor in determining eligibility of
capital improvements for funding under

Sec. 43.18.240. CONDITIONS OF GRANTS. (a) Funds distributed to a
municipality under secs. 200 - 295 of this chapter must be received,
held, and expended by the municipality in accordance with the applicable
provisions of law and of regulations adopted by the department. Funds
provided under secs. 200 - 295 of this chapter, but which are not re—
quired for the project for which they were granted or which are in
excess of that municipality"s entitlement for grants under sec. 220 of
this chapter must be returned to the department and deposited in the
general fund.

(b) Each municipality shall maintain financial records of the
receipt and disbursement of state funds received under secs. 200 - 295
of this chapter and money provided toward local effort. The records
must be in the form prescribed by the department ana are subject to
audit by it at any time.

Sec. 43.18.250. RESPONSIBILITY TO MAINTAIN AND OPERATE CAPITAL
IMPROVEMENT. Every municipality obtaining funds under secs. 200 - 295
of this chapter accepting such funds,! be solely responsible
for the maintenance and operation of the capital improvement. Nothing
in secs. 200 - 295 of this chapter obligates the state to participate in
or contribute to the cost of operation and maintenance of the capital
improvement.

Sec. 43.18.260. SUBMISSION OF CAPITAL IMPROVEMENT PLAN REQUIRED.
() No funds may be made available under secs. 200 - 295 of this chnp-
ter unless the municipality submits to the department a five-year capital
improvement plan showing the capital improvements planned for the muni—

cipality during the next five years, the planned sources of revenues to

_3- HB 886



pay for the capital improvement/, and operational costs of the capital
improvements. The department may make no determinations of eligibility
based upon its evaluation of the desirability or priority of a project.

Sec. 43.18.270. NOTICE OF GRANTS. The municipality shall furnish
a notice with tax statements mailed for the fiscal year for which state
grants for general obligation bonded indebtedness or cash grants for
capital improvements are received under secs. 200 - 295 of this chapter
setting out the amount made available by the state to the municipality
for that fiscal year. This information shall be incorporated in any
notice to the taxpayer required under sec. 30 of this chapter in connec—
tion with state aid to local governments.

Sec. 43.18.280. CONSTRUCTION AND IMPLEMENTATION. (a) Sections
200 - 295 of this chapter may not be construed so as to create a debt of
the state.

(b) Funds to carry out the provisions of secs. 200 - 295 of this
chapter may be appropriated annually by the legislature into the muni—
cipal capital improvement account. If amounts in the account are in—
sufficient to meet the allocations authorized by the commissioner under
secs. 200 - 295 of this chapter, the funds available shall be distributee
pro rata among each municipality based upon its computed entitlement.

Sec. 43.18.290. REGULATIONS. The department shall adopt regula—
tions necessary to carry out the provisions of secs. 200 - 295 of this
chapter.

Sec. 43.18.295. DEFINITIONS. In secs. 200 - 295 of this chapter,

unless the context requires otherwise,

(1) "commissioner"” means the commissioner of community and
regional affairs;
(2) "department"™ means the Department of Community and Re—

gional Affairs;

HB 886 -4-
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3) "municipality” means a unified municipality or a home
rule borough or a general law borough or city of any class incorporated
under the laws of the state.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-

070(c)
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71
72
73
74
75
76
77
78
79
30
31

83
84
85
36
87
S3
39
90

%

100
101
1.02
103
104
105
106
107
108
109
110
111

1.14
115
116
117

1.19
120

CITIES

.

IAK
MISSION

BLJCKLAND
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CHEVAK
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CLARK?™S POINT
DEL9 TNG

DELTA JUNCTION
DIOMEDE
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EEK

EKWOK
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BERRIER"S QUESTIONS ON REWRITE OF HB 886

1.

2.

Intent

Equitable distribution of funds.

Suggestion:

Annual

entitlement to any one city
not to exceed an amoutn based on the city"s % of
total statewide population.

Definition of capital improvements

Perhaps define negatively by exclusion of capital
improvements which already have grant programs.

SB 533

Clarify amount not financed by other programs.

Presently worded so that this program can match
other state and federal programs.

50% of |

ocal share.

Statement that municipality must have power under

AS 29.48

Commissioner to make a determination

Appa»priafeerwtra- <»g" project costs 444

as to

Repeal sports facilities and convention centers.

Deadline.

Definition of capital

--this program does not apply
through this program plus another program

50%.

question of whether equipment such as road graders,

etc,

should be

improvement.

included as a capital

improvement.

/

if state participation
is over

/

A T Iv/sfrs



REF: HB 886

GRANTS PROGRAMS AVAILABLE TO MUNICIPALITIES

1. Small Boat Harbor Construction

Division of Waters & Harbors -- 100%
Bond 1issue
2. Port Facilities

Division of Waters & Harbors -- 907,
Bond Issue
3. Water and Sewer

Department of Environmental Conservation -- 50%
50% of total cost or 50% of non-Federal share
Bond 1issue -- 1976: $29.5mil

1978: $17 .5mil
Can match EPA.PHS, EDA, RDA
1st come, 1st served

4. Airports

Division of Aviation -- 12.5% state, 75% Federal, 12.5%
Bond 1issue

5. School Construction

Department of Education -- 100% bond retirement
] Department of Transportation, Div. of Buildings

6~ Electric Utility
fris' CARD ~
7. Street Improvements

EDA, LSRT (Local Service Roads St Trails)
State bond issue

8. Parks and Recreation
Division of Parks, LWCF, state bonds.

9. Solid Waste
PHS - ‘™M Uuuu - loo V#
10. Fire, Rescue Operations

Various Federal programs

11. Libraries -- None

12. Parking -- None

13. Animal Control -- None

14. Convention Centers -- Statute not funded

Sports Facilities
Cultural Centers -- none

local



TEN YEAR MUNICIPAL CAPITAL PROJECTIONS STUDY

1978 - 1957

In preparing this capital projects study, it irr.T.ediately became apparent that
municipal and borough officials face many difficulties v;hen allocating public funds
for capital projects. Tliis conflict is best characterized by limited funds and an
excess of needed or suggested projects. Further projection difficulties arise when
it becomes necessary to determine the priority of projects, compliance with a
Comprehensive Plan, coordination between various projects, public sentiment, and the
.impact, on the present and future social, economic, physical, and environmental systems
of the political subdivisions.

It must be recognized that these projections, developed with the best available
information, are subject to the availability of funds. With permanent fund assistance,
as well as various other grants, many of these could be realized. Conversely, many
of these necessary projects may not be realized in the event of the non-availability
of those funds.

Twenty municipalities responded and although they by no means represent all the
projects, they do give an indication of the magnitude of the financial needs that
face the municipalities of Alaska.

Attached are the results of the. study. Requirements are shown (1) by municipality
(2) municipality and project, (3) size of project and, (-» sources of funds. Of the
total $1,499,753,000 in dollar costs only S1,130,178,000 was recognized as coming
from a specific source: either State, Federal, or local subject to availability of
funds. Municipalities were not able to determine where the additional $369,575,000
would come from if the projects were to be constructed.

Care was taken to differentiate between those projects one would like to see and
those projects which were vital to general welfare of the community. These costs
presently represent those projects which are vital to the community and which will
have to he funded through whatever sources of capital is available or they may never
be realized. The Permanent Fund may be a means to meet a portion of these requirements



Anchorage
Brevig Mission
Fairbanks
Galena

Haines

Houston

Juneau

Kenai Peninsula Borough

Ketchikan
Kodiak
KwethLuk
McGrath
Nightmute
Savoonga
Sitka
Skagway
Tenakee Springs
Toksook Bay
val d07.
Wasilia

Total

CAPITAL REQUIREMENTS BY CITY
000 % Omitted

$ 825,832
1,586
192,075
6,127
13,791
10,806
122,010
65,785
20,101
49,704
832
9,285
481

445
99,3.10
20,157
1,050
1,190
41,150
18,036

$1,499,753



Citv

Anchorage.
Brcvig Mission
Fairbanks
Galena

Haines

Houston

Juneau

Kenai Peninsula Borough
Ketchikan
Kodiak

KwetFluk
McGrath

Nigh Limitc
Savoonga

Sitka

Skagway

Tenakcc! Springs
Toksook Bay
Valdez

Wasilia

Total

Port
Facilities

$ 5,030

2,675

7,277

25
1,000

1,020

3,780

30,000

$5.0,807

Small
Boat
Harbors

30

909

4,755

11,950

1,700

1,300

350

$2.1,000

Airports

$ 7,882

12,813
7,325
70

400

88

1,250
700

150

$30,678

Public
Transit

$25,236

320

90

50

$25,702

Water
Utility

$ 81,414

72,000
500
1,060
1,500
28,420

5,700

2,329
27

3,000
1,500
400
102

4,096

$202,048

CAPITAL NEEDS BY CITY AND PROJECTS
000"s Omitted

Sanitary
Sewer

$110,930
200
7,500

1,965
4,500
16,339

5,500
7,660

2,754
140
175

23,600
750
400
360
100

10,680

$193,553

Electric
Utility

$211,116

1,130
80,000

17
20
49,350

200

$341,833

Parking

Facilities

$ 13,788

300

51

1,900
100

25

$ 2 1,167

Animal
Control

$

15
35
75

75
50
29

25

50

65

$ 425

Convention

School Culture
Construction Center
$ 88,500

30

1,340

1,320

1,600 15,592
55,885
2,925

4,000

275

14

1,000
150

6,300

430

$ 156,560 _30,.301

mHealth

- $
: 100

900
1,580
125
4,000

63

30
7,000
200

50
25

$14,073

Street

Improvements

$163,496
100
15,020

534

640
8,100

14,100
1,450
15

10
4,350
3,500
85

1,700

$213,150

Street

Maintenance

$ 2,146
3,500
430

125
210

1,303

2,000
750

1,300
560

$ 12,374

Fire
Rescue
Operations

$ 2,393

3,055
25
495
207
7,535
780

487
91
350

1,350
377
50

28

$ 17,223

Library

$16,085
30

6

270

5,000

1,770
54

D

300

$25,181

Parks and

Recreation

$ 75,4
1,
15

2,608
78
14,364

1,684
525
400

70
5
310
325

105

$ 97,564

Solid
Waste

$ 9,390
23

375
166

2120

225

437

$12,769

Other
Projects

$ 7,991

10,000
5,000

2

4,200

31

3,613
150

2,000

$33,345



CAPITAL REQUIREMENTS IN ORDER OF SIZE

Electric Utility
Street Improvements
Water Utility

Sanitary Sewer

School Construction
Parks ancl Recreation
Port Facilities

Other Projects
Airports
Conventions/Culture Centers
Public Transit

Library

Parking Facilities
Small, lioat Harbors
Fire Rescue Operations
Heal tii

Solid Waste

Street Maintenante
Animal Control

Total

000*s Omitted

$ 341,833

213,130

202,048

193,533

156,560

97,564

50,807

33,345

30,678

30,301

25,702

25,181

21,167

21,000

17,223

14,073

12,769

12,374

425

$1,40fF 753



Anchorage
Haines

Juneau

Kodiak

Savoonga

S Ltka

Tonakee Springs
Was i.lla

To tal

Unidentified as lo source

SOURCES OF FUNDS
000"s Omitted

Total
Requirements
$ 825,832

13,791
122,010
49,704

445
99,310
1,050
13,036

£1,13 ), i78

Federal

$ 64,756
3,103
35,833
21.,/.C0
51

16,875

4, 880

$146,898

State

$ 43,114

7,744

33,843

17,245

319

10,562

800

5,188

SANLATAE

Local

$717,962

2,944

52,334

11,059

75

71,873

250

7,968

$864,405



TO: Lisa Rudd

HK]W Annette Smith

RE: Summary of House Bill 886

Section 1 establishes the municipal capital improvement
account to assist in paying the coses of municipal capital
improvements. The account is funded by Legislative appropriation.

The bill provides for two types of grants:

(1; An annual grant in an amount equal to 50% of the
annual principal and interest of the G.0. bonded debt of the
municipality incurred on or after July 1, 1978. This is
similar to the school construction program where the mun—
icipality bonds for the entire amount but the state participates
in the debt retirement.

(2) 50% matching grants for construction or purchase
costs of capital improvements depending on availability of
funds. It is assumed that debt retirement is the first
priority of this account.

Limitations in this section are: (1) the state does not
participate in cost overruns; and (2) if the project includes
funding from another program, the state®"s share under this
Act may not be more than 5070 of the local share.

A separate section places a limit on the total amount a
municipality may receive from the capital improvement based
on population. (Refer to the enclosed computer print-out
for a list of maximums)

The DC&RA administers the program but can exercise no authority
over the choice or appropriateness of capital improvements

to be done by the municipality. However, the municipality

must submit a 5 year capital improvement plan showing projects
planned, financing plans and costs of operation ot the

capital improvement.

Conditions of the grants are: (1) grant funds must be handled
according to applicable laws and regulations; (2) excess
funds are to be returned to the department; (3) proper
financial records are to be kept by the municipality; and

(4) the minicipality has sole responsibility for operation
and maintenance costs.

Funds to the capital improvement account are appropriated
annually by the Legislature. If the appropriations are
insufficient to cover allocations, the department will
distribute funds on a prorated basis.

Nothing in the bill can be construed so as to create a debt
of the state (see B. Berrier®s memo of March 9, 1978).



ALASKA HOUSE OF REPRESENTATIVES

Community and Regional Affairs Committee

lISA 1lUDD, Chair Pouch V Stite Cag[tol
NOTE: THIS IS A REVISED SCHEDULE J%ﬁauﬂ%ﬂ 003l
MARCH 21, 1978 (001 -

The House Community and Regional Affairs Committee V7ill
consider the following bills during t:hc week of March 20, 1978.

COMMUNITY & REGIONAL AFFAIRS-Room 647, Court Building, 9:00 a.m.

Monday - March 20

HB 781
(SSHB 769) mAuthorising state aid to municttalitiel
of il Pural YaciFfitiednd duveloP®ent
HB 782 )
1IB 768 Pioviditig for the issuance of
onds for the purpose of paying tin
cost of cultural facilities <

Wednesday - March 22

HB 202 Assessment, levy and collection of

a tax on developed land in the unorgan—
ized borough.

Friday - March 24

/SBO7
HJR 58 Relating to the Bureau of Indian
Affairs and Bristol Bay.

The committee will meet at 9:00 a.m. in room 647 of the
Court Building in Juneau (directly across the street from
the State Capitol).

We V70uld be very happy to receive testimony from you
on any of these bills. You may appear in person at the
bearings or you may submit written testimony to the chair
at pouch V, Juneau, Alaska 99811.



state ftmalctal assistance for
MUEICIPAT, c:APITAL 1 PP.OVEHENTS

Ti".c attached drnrt bill is presented for your

coiis.ideration. It lias boon developed to provide a mechanism
for Stake contribution to the financing of municipal. capital
improvements, .chile maintaining maximum autonomy of local

governments in applying their ov/n values and priorities 1in
selection of capital improvements under this program.

The matching ratio is 503 State and 503 local
funds for any project. The State would have the option of
providing 1its share either from general obligation bond
issues or (to avoid the cost of interest) from a direct,
grant funding 503 of the cost of the project.

Municipalities may, but are not required to,
obtain their matching share from the* proceeds of municipal
bond issues. Thus, if i municipality cannot or chooses not
to issue general obligation bonds, the municipality®s share
may come Tfrom other sources such as its treasury or proceeds
of federal grants. The purpose is to provide flexibility to
Alaska®s smaller municipalities.

The bill .contains a permanent ceiling on the total
amount of State funding for individual municipalities under
the Act. To take account of the larger per capita needs of
smaller communities, especially where capital projects are
involved, a graduated...scalJLe has boon proposed, such that a
progressively less restrictive per capita ce.ilind on State
Ffunding applies to metUum-slBocl""(between .1,000 and 10,000
population) and small, (population up to 1,000) communities.

Administration would be by the Department of
Community and Regional Affairs. The Department®s role,
however, would be strictly limited to such functions as
confirming population data, fiscal capacity, and the existence
of a municipal capital improvement plan. It .is the intention
of the bilL.l"s drafters that the State (thus, the Department)
not become involved in value judgments concerning the dosirabi
of a project for a particular community, the validity of the

community®"s priorities for development, or the design of the
project.



A clause has bee*ZincorporalLed to protect; the
State: against the: burden of any cost overruns that"night
occur on construction of any capital improvement under the
“Ac t.

A definition for "capital improvemonts" lias been
purposely omlfteg, in order to give muxim®";:n Fflexibility to
municipalities of various sizes and diverse needs in selecting
capital .improvements under this Act.

Examples of capital improvements which may be
chosen by some municipalities include streets, sidewalks and
trail systems; public transportation facilities, water
transportation facilities such as harbors, wharves and port
facilities; public buildings such as city or borough offices
and maintenance shops; public sanitation facilities such as.
for solid waste collection and disposal; park and recreation
facilities; libraries, museums, convention centers and
performing arts centers; power generation and distribution
facilities; improvements to publicly owned facilities for
energy conservation or environmental protection purposes;
facilities required to preserve subsistence life style; fire
protection facilities; public safety facilities; and .industrial
park Tfacilities such as for cold storage or warm storage.

This list is for illustrative purposes only. Any
attempt to define "capital improvements"™ by a list in the
Act will _.inevitably result in inadvertent omission of worthy
projects needed by some municipalities.

The bill"s drafters intended that thls Act supplcment,
and not dupllc.gt.Q-0Or-replace, other legislation prowidina
forr ,State financlal particlpation . such as for water, sowers
and schools. Therefore, a subsection has been inserted to
clarify that funds under this Act are to be available for
such projects only to the extent that actual State plus
federal funding of such project under other .legislative
authority falls short of the 501 State share provided herein.

The maximum cost, to the State under a program of
this kind over a period of thirty years is estimated, to be
approximately 28.8 million porynni:. This estimate 1is based
on a total State commitment to fund one-half of $800 million
in capital improvements and assuming financing of the

capital .improvements with 30-year G?. municipal tax-free
bonds. . [ ]



elping shape tomorrow today

pouch 7-1977 anchorage, alaska 99510
tc'ephone (907) 279-1977 February 21 41978

Hon. Lisa Rudd, Chairperson

Committee on Community and Regional Affairs
Alaska State Legislature

Room 620, State Court Building

Juneau, Alaska 99801

Dear Ms. Rudd:

Thank you for agreeing to have your committee
introduce our bill entitled "An Act Relating to Community
Development and State Fino ial Assistance for Municipal
Capital Improvements".

We were unable to get word to Ted Berns quickly
enought to insert a change, on page two, to conform the
actual language with the intentions of Breakthrough.
Enclosed is a revised page two, which entirely replaces page
two in the version you were given.

This correction provides that whenever there are
federal funds (or a combination of federal funds and state
funds under other programs) available for any given project,
the balance of the project cost would be split equally
between local and state funding under the program established
by this bill.

We would appreciate if your Committee staff would
give this revision to the Legislative Affairs Agency, so
that the version which emerges is correct. For identification
purposes we have also attached a copy of the first page of
the bill.

Thank you very much.

Sincerely yours,

~U U

EC :rneh Elizabeth Cuadra
Enclosures
cc: Ted Berns

Gary Thurlow

Max Hodel

Jim Singleton
inax hodel jixige james singtetcn frank need, sr
general chairman vice chairman secretary-Ireasuier

steering committee

bob bier mamie brennan natalie brooks kit crittcnden butt crosley betti cuddy bill darch chuck eddy

Kay fanning lanie tleischer till hall herbie liope ben Umphries tom jansen dick kennard herb hng jchn lindauer
kan maynard don meilish ed moses conn muiray don nelles gone roguszka torena showers toward slack
dale tael gory thurow chuck webber eric wolilforlh
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AM ACT RELATING TO COMMUNITY
DEVELOPMENT AND STATE FINANCIAL
/ ASSISTANCE FOR MUNICIPAL CAPITAL IMPROVEMENTS

SECTION 1. (d) During each fiscal year, cvw»d...,i7,.wwiil.;»0
with agreements entered into by the State and the municipality,
the State shall allocate to every incorporated municipality
in the State of Alaska an amount equEI to fifty percent
(50S) of the annual principal and .interest owing by the
municipality on general obligation bonded 1indebtedness for
capital improvements incurred by the municipality after
1977, or, 1if monies are available, make a grant to the
municipality of fifty percent (60*€) of the costs of the
capital improvement which the municipality seeks to construct
or acquire.

No monies under this act shall be applied to
principal and interest which was due and owing before 1979
or for general obligation bond issues authorized before
1978.

(b) The Department of Community and Regional
Affairs shall express its financial commitment to each
municipality, concerning each capital improvement project to
receive State monies under this act, 1in a written agreement,
before the project 1is begun, binding the State to its share
of the funding of the project; provided, however, that no

State monies shall be committed to nor expended for construction



G130 2rerrs

cost overruns or other costs .in excess of the original

project estimated cost, set forth in the agreement.

S ection 2. municipality may, for afy proposed municipal
capital improvement eligible for State assistance under this
act, obtain from the State a grant for the capital improvement
in an amount equal to fifty percent (50%) of the cost of the
project or fifty percent (50%) of the amount that would be
the 1local share not financed by other programs, whichever is
the greater. The municipal share of the funding of the
capital improvement may be obtained by the municipality fronm
any source .lawfully available to .it , including

but not limited to the sale of general obligation bonds.

NSECTION 3. No more 1in grants or for principal shall be
allocated to any municipality under this act than:
$3,000 general obligation bond indebtedness
per capita or $3,000 in cash per capita
on the first .1,000 population;
$2,000 general obligation bond indebtedness
per capita or $2,000 in cash per capita
on population over 1,000 but less than

10, 000;



$1,000 general obligation bond indebtedness per
capita or $1,000 in cash per capita on

ooDUlatior of 10,000 and more.

SECTION 4. Every municipality obtaining monies under this
act shall, by accepting such monies, be solely responsible
for the maintenance and operation of" the capital improvement.
Nothing in this act shall obligate the State to participate
in or contribute to the cost of operation and maintenance of

such capital improvements.

ANSECTION 5. (@ No monies shall be made available under
this Act unless the municipality submits to the State of
Alaska Department of Regional and Community Affairs a five-
year capital improvement plan showing the capital improvements
planned for the municipality during the next® five years, and

the planned sources of revenues to pay for the capital.and



