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JAY S. H A M M O N D

S t a t e  o v  A l a s k a
O F F I f  O F  TMC  G O V E R N O R  

J U S R A C
J u l y  17, 1981

T h e  H o n o r a b l e  J o e  L. H a y e s  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
Juneau, A K  99811

v v V \

D e a r  Mr. S p e a k e r :

U n d e r  art. II, sec. 15, o f  t h e  A l a s k a  C o n s t i t u t i o n ,  I h a v e  
v e t o e d  H C S  C S S S  S B  5 (Rls) a m  H, r e l a t i n g  to a d m i n i s t r a t i v e  
r e g u l a t i o n s .  A s  a p o l i c y  m a t t e r ,  I h a v e  no q u a r r e l  w i t h  the 
b i l l ' s  a s s i g n m e n t  to t h e  l e g i s l a t u r e ' s  s t a n d i n g  c o m m i t t e e s  
the i n i t i a l  r e s p o n s i b i l i t y  for r e v i e w i n g  a d m i n i s t r a t i v e  
r e g u l a t i o n s .  H o w e v e r ,  the e n t i r e  b i l l  is f o u n d e d  u p o n  an 
u n c o n s t i t u t i o n a l  e x i s t i n g  s t a t u t e  —  A S  2 4 . 2 0 . 4 4 5 ,  w h i c h  
p r o v i d e s  f or the " s u s p e n s i o n "  of a n  a d m i n i s t r a t i v e  r e g u l a t i o n  
b y  t h e  l e g i s l a t u r e ' s  A d m i n i s t r a t i o n  R e g u l a t i o n  R e v i e w  
C o m m i t t e e .  W h i l e  t h i s  b i l l  d o e s  n o t h i n g  to i n c r e a s e  or 
d e c r e a s e  t h e  u n c o n s t i t u t i o n a l i t y  o f  t h a t  s t a tute, the b i l l ' s  
r e l i a n c e  o n  t h a t  s t a t u t e  is unwis e.

M o r e o v e r ,  t h e r e  is s u b s t a n t i a l  q u e s t i o n  w n e t h e r  t h i s  a s s i g n­
m e n t  o f  d u t i e s  t o  the s t a n d i n g  c o m m i t t e e s  d u r i n g  the l e g i s­
l a t i v e  i n t e r i m  is valid. A r t i c l e  II, sec. 11, o f  the A l a s k a  
C o n s t i t u t u i o n , p r o v i d e s  for the L e g i s l a t i v e  C o u n c i l  as an 
" i n t e r i m  c o m m i t t e e "  a n d  a u t h o r i z e s  the l e g i s l a t u r e  to c r e a t e  
a d d i t i o n a l  i n t e r i m  c o m m i t t e e s .  R u l e  21(c), U n i f o r m  R u l e s  of 
t h e  A l a s k a  S t a t e  L e g i s l a t u r e ,  a d o p t e d  J u n e  1, 1981, s a y s  that 
a " s t a n d i n g  c o m m i t t e e  m a y  m e e t  b e t w e e n  s e s s i o n s . "  But v a r i o u s  
a u t h o r i t i e s  a n d  the w o r d i n g  o f  art. II, sec. 11, s u g g e s t  that  
e n a c t m  n t  o f  a s t a t u t e  is r e q u i r e d  in o r d e r  to c r e a t e  an 
i n t e r i m  c o m m i t t e e ,  wh ich, in fact, has b e e n  tho p r a c t i c e  of 
the A l a s k a  L e g i s l a t u r e .  S e e  A S  2 4 . 2 0 . 0 1 0 ,  2 4 . 2 0 . 1 5 1 ,  a n d  
2 4 . 2 0 . 4 0 0 .

F i n a l l y ,  t h e  n e w  p a r a g r a p h s  b c i n ^  a d d e d  to A S  4 4 . 6 2 . 1 9 0 ( a )  
a p p e a r  to r e q u i r e  w a s t e f u l  d u p l i c a t i o n .  T h o  e x i s t i n g  
A S  4 4 . 6 2 . 1 9 0 ( a ) ( 6 )  r e q u i r e s  t h a t  a c o p y  o f  tho n o t i c e  o f  
p r o p o s e d  r e g u l a t i o n s  a d o p t i o n  bo f u r n i s h e d  to c v o r y  i n c u m b e n t  
A l a s k a  l e g i s l a t o r  a n d  to t h e  L e g i s l a t i v e  A f f a i r s  A g e n c y .
T o  r e q u i r e  a d d i t i o n a l  c o p  e s  to b o  f u r n i s h e d  to tho s t a n d i n g  
c o m m i t t e e s  (to t h a  chair, to t ho s t a f f ?  to tho L e g i s l a t i v e  
A f f a i r s  A g o n c y ? )  and to the A d m i n i s t r a t i v e  R e g u l a t i o n  
R e v i e w  C o m m i t t e e  s t a f f  a : p e a r s  u n n e c e s s a r y .



I s h a r e  y o u r  i n t e r e s t  in a d m i n i s t r a t i v e  r e g u l a t i o n s . M y  
s t a f f  a n d  I, a l o n g  w i t h  t h e  D e p a r t m e n t  o f  Law, s t a n d  r e a d y  
to a s s i s t  y o u  in d e v e l o p i n g  l e g i s l a t i o n  w h i c h  a d d r e s s e s  a n y  
p a r t i c u l a r  p r o b l e m s  in the p r o c e s s  for a d o p t i n g  a n d  r e v i e w i n g  
a d m i n i s t r a t i v e  r e g u l a t i o n s .  T o  d o  so, we m u s t  i d e n t i f y  a n d  
a n a l y z e  t h e  s p e c i f i c  p r o b l e m  a n d  c a r e f u l l y  c o n s i d e r  a l t e r n a t i v e  
s o l u t i o n s ,  m a k i n g  c e r t a i n  t o  s t a y  w i t h i n  the b c » m d s  o f  the 
c o n s t i t u t i o n  a n d  the r e a l m  o f  feasib i l i t y .

•
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§ 24.30.060 A l a s k a  St a t u t e s

Sec. 24.30.060. Introduction of bills, (a) A  member of the legislate
or a comn.itL 1 chairman, with the concurrence of a majority of th* 

active members of the committee and on behalf of the committee, may ‘ 

introduce a bill or resolution. Bills and resolutions shall be prepared aod 

introduced in the manner and form prescribed in the uniform rules and * 

the legislative style manual. -VJ, *£>
fb) Bills introduced by the Legislative Council shall be delivered with 

’etter of explanation to the rules committee of either house and bear 

e inscription "Rules Committee by Request of the Legislative 

Council”; bills introduced by the Administrative Regulation.Rerigy 

Committegjshall be delivered withTTetter of explanation to the rui« , 

committee of either house and bear tHelnscriptipn J^Rules CormnjtkJ' * 

hyRequest of the Ad mlmstrati^Regiilation Review^Committce1,fbillj 

Introduced by the Legislative Budget and Audit Committee shall be 

delivered with a letter of explanation to the rule* committee of either 
House and bear the inscription "Rules Committee by Request of the 

Le.pslalive Budget and Audit C o m n  ttce.” Bills presented by the 

governor shall be delivered with a lettev to the rules committee of either 

house and bear the inscription "Rules Committee by Request of the 

Go\emor”; bills so presented and inscribed shall be received as bills .. 

carrying the approval of the governor as to policy and budget impact - 

The governor may submit a statement of purpose and effect with each ‘. 

bill and appear personally «r through a representative before »ny 

committee considering legislation. (§ 34 ch 157 S L A  1959; a m  $ 10 ch 

47 S L A  1961; a m  § 1 ch 2 S L A  1971; a m  S 38 ch 32 SLA 1971; a m  f  27

.■r.'iif.t: ; ,
ch V  S L A  1972; a m  5 1 ch 2 S L A  1977)

T
Ltg liU U ve co m m ltltt f t  porta, — Far 

report on ch. 92. SLA 1971 (HB 111 ami,***
1971 House Journal, p. 138. For report m  
ch. 71. SLA 1972 (HCSSB 3?3 am H). v i
1972 Houie Journal, p. £98. ' 

Quoted in Homer Klee. Aia'n v. City of
Kenai, Sup. CL Op. No. 390 (File No. 8131 
423 P.2d 285 (1967). ^  ,;a .

Ktfrct o f •m rndm rnL  —  The 1977 
amendment inserted the languaj 
beginning “bills introduced by 
Adm iniatnliv* Regulation Review 
Committee*' and ending "the inarriptioii 
Rule* Committee by Request of the 

Administrative Regulation Review 
Committee’ ** near the middle of the f in t  
sentence of aubaection (b).

Sec. 24.30.070. Numbering ». dlls. The chief clerk of tho house in 

which the bill is introduced shall number it in tho order of its introduction '• 

and thereafter the bill shall be designated by the number given to it 

(5 35 ch 157 S U  1959; a m  t 11 ch 47 S U  1961) ^

Sec. 24.30.080. Readings. N o  bill m a y  become law unless it h u  

passed three readings in each house on three separate days, except that 

a bill may be advanced from second to third reading on the same dsy 

by concurrence of three-fourths of the house considering it (5 36 ch 157 

S U  1959) • « • * b i  •

• f  ■
■ I * *
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Pa r t  4. Administrative Procedure.
Chapter
62. Administrative Procedure rict (5§ 44.62.010 —  44.62.650)

Chapter 62. Administrative Procedure Act.
Artic le
1 Application end Effort (ft 44.62. 110 — 44.62.030)
2 Submission, rilin g  and Publication of Regulations ( I f  44.62 040 — 44 62.126)
3. The Alaska Administrative Register and Code (ff 44.62.130 — 44.62.170)
4. Procedure for Adapting Regulations ( f f  44 62 1 £0 — 44 62.290)
5. Judicial Review (f 44 62.300)
6. Agency Meetings Public ( f t  44.61 3 1 0 — 44.62.312)
7. Legitlativ* Review of Rules ( |  4 ' 62.320)
8 Administrative Adjudication ( f f  44 62.330 — 44 62 630(
9. General Provisions * f l  44 62.640 — 44 62 650)

Revisor's note. —  In this chapter the 1970 Alaska constitutional 
secretary of state’' has been changed to amendment *SJR 2) changing the 

'lieutenant governor" in conformity with designation of that office.

Establishment of quotas by the 
Board of Game on the taking  of game 
must be in accordance w ith this chap­
ter. Suite v. Tanana Valley Spoilsmen's 
Ass’n, Sup Ct Op. No 1716 iFile No 
34331. 581 P.2d 854 (1978)

As must be regu lation* p r o m u l g a t e d  
under AS 16.05257. — See Slate v. 
Tanana Valiev Sportsmen's Ass n. Sup Ct 
Op No 1716 (File No. 343th 583 P 2d 854 
(197*1

While AS 16 0 *2 5 7 , which authorises 
the Board of Game to adopt reputations 
providing for subsistence hunting, dries 
not specifically refer to this chapter, It 
appears clear that it merely set* forth art 
additional purpose for which regulations 
may be promulgated. Stale v. Tanana 
Valley Sportsmen’* Asa’n, Sup Cl Op No 
1716 (File No 34331, 583 P 2d 854 UPltU  

Issuance of perm its for k illing  o f 
caribou based on verbal instructions

to agents held im proper. — The 
istuance of permits for the killing of 
caribou in certain specified areas of the 
s u it  based on verbal instructiot u> the 
permit agents as to the need of im (dual 
applicants does riot conf< to 
requirements of this chapter c v. 
Tanana Valle) Sportsmen's Aas'n up Ct. 
Op No 1716 iT ilt No 34331. 563 P 2d 854 
119761.

■Wrung in ihis chapter aulhorite* the 
boari «f Game to impose trqu iiem rn l* not 
coniained in written u filiations by means 
of oral instruction* to agent* Suth verbal 
addition* to regulations involving 
requirement* of substance are unautho­
rised and unenforceable Slate v Tanana 
Valiev Sportsmen's As* n, Sup Ct Op No 
1716 iFile No 3433*. 583 P 2d 854 < 19701.

Cited in Hammnnd v Michel. Sup C l. 
Order *Fil* Nos 4281. 4262. 4263. 4284, 
4265, 42911. 588 P 2d 256 * 11*79*

Article 1. Application and Effect.

Section Section
10 Application to Slate Organuatton Act 10 Consistency between regulation and 

of 1959 statute
20 Authority to adopt, administer or 

enforce regulations



A l a s k a  S t a t u t e s

Sec. 44.62.010. Application to State Organization Act of 1959. 

Rule-making power conferred by ch 64 S L A  1959 is subject to this 

chapter. (§ 2(4) art I (ch 1) ch 143 S L A  1959)

Revisor'* note. —  It  Is not possible to 
eliminate the reference to ch 64 SLA 1959 
in the above section. The rule-making 
power* referred to are scattered 
throughout this revision. However, most of 
'h  64 SLA 1959 is found in part 2 of this 
tula.

Legislative history report. — F 
legislative history report on original bill, 
see House Journal (1959), pp. 394-397.

This chap ter applies to the A laska  
State Housing A u th ority . Alaska Stale 
H eu t Auth. v. Dixon, Sup. Ct. Op. No. 793 
(File No. 1529), 496 P.2d 649 <1972>.

And its provisions must be dlu-n-d 
to. — There being no express exclusion of 
Alaska State Housing Authority from the 
Administrative Procedure Act, ASHA is

bound to adhere to the provisions of this 
chapter. ASH.Vs separate corporate 
nature does not detract from this 
conclusion. The legislature may have had 
a special reason for choosing the corporate 
vehicle; eg., to insulate the state from 
potential liabilitie.. Alaska State Housing 
Auth. v. Dixon, Sup. Ct- Op. No. 793 (Fila 
No. 1529i, 496 P.2d 649 <19721.

Cit»-d in Pan American Petroleum Corp. 
v. Shell Oil Co., Sup. Ct. Op. No. 553 (File 
No. 916). 455 P 2d 12 (1969); Cogh.ll v. 
Boucher, Sup Ct. Op No. 900 (File No. 
17961,511 P 2d 1297 H973); In re Applica- 
tion of Sullivan, Sup. Ct. Op. No. 1274 
(F lit  No. 27631, 561 P.2d 531 <1976).

Am. Ju r. 2d reference. — 1 and 2 Am. 
Jur. 2d. Administrative Law, I  1 et seq.

Sec. 44.62.020. Authority to adopt, administer, or enforce 

regulations. Except for the authority conferred upon the lieutenant 

governor in A S  44.52.130 —  44.62.170, A S  44.62 010 —  44.C2.320 uo
not crnfer authority upon or augment the authority of a state agency 

to adopt, administer, or enforce a regulafii n. To be effective, each 

regulation adopted must be within the ,-e of authority conferred and 
in accordance with standards prescribed by other provisions of law.

4 art I (ch 1) ch 143 S L A  1959)

M eaning nf “ in accordance w ith  
s ta n d a rd s  prescribed by other 
provisions o f taw ." — The word* of this 
section, "ii accords nee with standards 
prescribed by other provisions of law," 
ineAn no th ing more than if  standards are 
prescribed by provisions of law other than 
those contained in th is  chapter, then they 
must l«  recognized and adhered to. This 
language does not mean that regulations 
cannot be validly adopted by an 
administrative agency "unless'* standards 
have been prescribed Boehl v. Sabre Jet 
Room. Inc , Sup. Ct Op No 17 iFile So. 
171,349 P 2d 565 0  960)

Statute p rev a il*  over conflicting  
regulation. — The statute delegetinr it* 
law m aking power to govtrnm -ni 
agencies to make law through regulations 
defines the agency's authority to 
promulgate regulations and thus if Ih t . r  is 
a conflict between the statute and a regu­
lation, the statute prevails. Chevron 
I 1 S A , Inc « Hammond »A77-19S Civil , 

F Supp iD  A' '7 7 H

Attorney general could not save 
provision* o f form er AS 30.25 from  
unconstitutional!!)' under Alas. Const, 
art. IX , I  7, by directing prom ulgation  
of regu lation* Inconsistent w ith  stat­
ute. — See Chevron U S A ,  Inc. v. 
Hammond (A77-195 Civil I, F Supp. 

iD  Alas 1976b 
Ju d ic ia l review  o f adm inistrative  

regulation. — Where sn administrative 
regulation has i» tn  adopted in accordance 
with the procedures set forth in lh« 
Admin.strative Procedure Act. a r il it 
appears that the legislature has intended 
to commit to the agency discretion a t to 
the particular matter that form* the sub­
ject of the regulation, the supreme court 
will rrv irw  the regulation in the following 
manner First, It w ill ascertain whether 
the regulation is consistent with and 
reasonably nrr*-M*r> to carry out the 
purposes of the statutory provisions 
conferring rule making authority on the 
agency This aspect of review insures that 
the agency has not evreeded the power

-r-r ’T T r r z :  
f*.-.;. .-r/ii:;-, k'Mst



g 44.62.030 S t a t e  G o v e r n m e n t '  44.62.030

delegated by the legislature. Second, the 
supreme court w ill determine whether the. 
regulation is reasonable and not arbitrary. 
This latter inquiry is proper in the review 
of any legislative enactment. Kelly v. 
Zamarello, Sup. Ct. Op. No. 705 'F ile Nos. 
1255. 1256). 466 ®.2d 906 (1971). 

Standard o f review . — Thia section

and AS 44.62 030 provide guidance a- to 
the standard of review for regulations 
adopted pursuant to sn administrative 
agency's quasi-legislrtive rule-making 
function. Kellv v. Zamarello. Sup. Ct. Op. 
No. 705 'File Nos. 1255. 1056*. 466 P.2d 
996119*11.

Sec 44.62.030. f  onsistency between regul.»tipn and statute. If; 
by express or implu terms of a statute, a state agency has authority 

to adopt regulations to implement, internet, make specific or' 

otherwise carry out the provisions of the statute, no regulation adopted' 

is valid or effective unless consistent with the statute and reasonably 

necessary" to carry out the purpose of the St.- lute (5 5 art 1 <ch 1) ch 143 

S L A  1959)

Statute p reva il* over conflicting  
regulation. — The statute delegating it* 
law-making power to government 
agencies to make lew through regulation* 
define* the agency* authority to 
promulgate regulation* and thua f  there i i  
a conflict between the »tatutc ana a regu­
lation, the statute prevail* C hevron 
U S A.. Inc. V Hammond f A77-195 C ivil), 

p. Supp. iD. Ala*. 1978).
,-vitnrney general could not save 

provision* o f fo rm er AS 30.25 from  
unconstltu lionnlity under A la*. C o n at, 
a r t  IX . ( 7, by d irecting  prom ulgation  
of regulation* inconsistent v jth  stat­
ute. — Se* Chevron U S \  , Inc 
Hammond (A77-195 Civil), F. Supp 

(D Ala* 1978).
Regulation accorded p re e m p tio n  of 

valid ity . — An admini»traiive regulation 
mutt he accorded a preem ption of 
validity, and the challenger of the regu­
lation mutt demonstrate It*  Invalidity. 
Union Oil Co v State. Sup. Ct. Op No 
15631File No 2650). 574 P 2d 126611978).

Jud ic ia l review o f adm in i» lrative  
regulation. — W het* an admin.straitv* 
regulation ha* been adapted in accordance 
with the procedures let forth in the

Administrative Procedure Art, and it 
apt -ear* that the legislature ha* intended 
to commit to the agency discretion a* to 
the particular matter that forma the sub- 
ject of the regulation, the supreme court 
w ill review th# regulation in the follow ing 
manner; Fir»t, it w ill ascertain whether 
th# regulation it  continent with and 
reasonably necessary to catTv out the 
purposes of the statutory prcvisi""* 
conferring rule making authority on the 
agency Thi* aspect of review inture* that 
the agency ha* not exceeded the power 
delegated by the leg;»!ature Second, the 
court will determine whether the regu­
lation i*  reasonable and not arbitrary. 
Thi» latter inquiry i i  proper in the review 
of any legislative enactment Kelly v. 
Zamarello, Sup. Ct Op No. 705 'F ilr  No* 
1255, 12561.466 P 2d 506 • 1971 j 

Standard of review . — Thu section 
and AS I t  62 020 provide guidance a* to 
the standard of review for regulations 
adopted pursuant to an administrative 
agency's quasi-legislative rule-making 
function Kcllv v. Zanr.urtllo. Sup Ct Op 
No 705 'F ile Nos 1255. 1256>. 466 P.2d 
906 H971)

A rtic le  2. S u b m is s io n , Filin)* an d  P u b lic a t io n  o f R e j»u li.tio n s.
Section
40. Submitting regulation* 
50 Style and form*
60 Preparation and filing 
70 Fee*
60 indorsement and file 
90 (Repealed)

Section
100 Presumption* from filing 
110 Presumption* from .’ ublicalton 
120 Voluntary submitting 

publication 
125 Regulations attc ney

and
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§ 44.62.040 A l a s k a  St a t u t e s § 44.62.060

Sec. 44.62.040. Submitting regulations, (a) Every state agency 

which by statute possesses regulation-making authority shall submit 

to the lieutenant governor for filing a certified original and one dupli­

cate copy of every r egulation or order of repeal adopted by it, except one 

which
(1) establishes or fixes rates, prices or tariffs;

(2) relates to the us** of public works, including streets and 

highways, under the jurisdiction of a state agency if the effect of the 
order is indicated to the public by means of signs or signals; or

(3) is directed to a spec ifica lly  named person or to a group of persons 
and does not e^ply genera lly  throughout the stPte.
(b) Citation of the general statutory authority under which a regu­

lation is adopted, as well as citation of specific statutory sections being 
implemented, interpreted or made clear, shall follow the text of each 

regulation submitted under (a) of this section. ($ 1 art II (ch 1) ch 143 

S L A  1959; a m  § 1 ch 40 S L A  1969)

Legislative history report. — For 
rep rt on ch. 40, SLA 1969 (HB 21 am S). 
tee 1S69 House Journal, p. 415.

R egulation* adopted by the Com m it- 
•loner o f N atura l Resource* are subject 
to the rule-making provision* of the 
Administrative Procedure Act and m utt 
be adopted according to the proeedu c# set 
lorth therein. Among »5»w ivquii<J  
procedure* for adoption of regulation* are 
notice of the proposed adoption, a public 
hearing in which any interested perron 
may submit statement* to the agency, 
filing of the regulation, if  adopted, with  
the recretjry of state, and publication 
Kelly v. Zamarello, Sup Ct Op No 705 
(File No* 1255. 1256), 466 P2d 906 
(1971).

Regulation* prom ulgated under AS  
15.15.530, dealing w ith the early counting 
of election vote*, .ire not exempt from the 
requirement* of the Administrative Proce­

dure A rt (AS 44.62* by operation of thi* 
section and AS 44.62640. Coghill v. 
Boucher, Sup Ct. Op. No. 9 0 (File No. 
17981.511 P2d 1297 09731.

The Hei tenant governor'* ». oervirion of 
personnel and activities rel* ing to the 
conduct of a statewide electir i t» not the 
same a* the management of«n >lo>ees and 
uileroa! iffa irt of a »taie agency. Exec­
utive organization of the election 
m ail nery gne* well beyond the 
lieutenant governor'* control of h it own 
ttalTand their action* Coghill v Boucher. 
Sup C l Op No. 90(1 i f i l *  No 1798*. 511 
P 2d 1297 D973*.

F a ilu re  to specify in regulation  
incorporating build ing code where  
copie* o f rode eould be obtained did 
not invalidate regulation Northern Ligl 
Motel. Inc v. Sweane-% <up Ct Op N 
13861File No 24761.561 P 2d 1176 • 1977*

Sec. 44.62.050. Style and forms. The Department of Law shall 

prepare and shall revise when necessary 5 drafting manual'for 

administrative regulations which prescribes the style and forms for 

submitting regulations under A S  44 62X40. (fe 2 art II ich 1) ch 143 

S L A  1959; a m  ( 3 ch 70 S L A  1966; a m  Ii i ch 57 S L A  1969; a m  & 1 ch 
64 S L A  1978)

Effect o f am endm ent. — Th* 1978 
amendment »ub*titutrd "Department of

Law" for Legislative AfTairt Agency’ 
near the beginning of the section

Sec. 44.62.060. Preparation and  fiMng. la l E very Hate agency 
which by statute possesses regulation-making au th o rity  sha ll work
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S ta t e  G o v e r n m e n t

••.iih the Departm ent of Law , under A S  44.62.1°', in the preparation 
and revision of its regulations and shall adhere to the drafting manual 
for administrative regulations prepar.d by the Departm ent of Law  
un !er A S  44.62.050.

(b) In the performance of duties under A S  44.62.125, the Depart­
ment of Law  shall 3dvise the agencies on legal matters relevant to the 
promulgation of regulations and may adv'se the agencies on the need 
for and the policy involved in particular legulations. In addition, the 
department shall prepare a written statement of approval or 
disapproval after each regulation has been reviewed in order to deter­
mine

(1) its legality, constitutionality and consistency w ith other 
regulation-

(2) the existence of statutory authority and the correctness of the 
required citation of statutory authority following each section;

(3) its clarity, sim plicity o f « xpression, and absence of possibility of 
misapplication;

(4) compliance with the d rifting  manual for administrative 
legulations.

(c) Th e  lieutenant governor n a y  not cept for filing a regulation, 
amendment or order o f repeal required by A S  44.62 040 unless it is 
accompanied by the written statement specified in (b) o f this section 
and the statement approves the regulation, amendment or order of 
repeal. <§ 3 art II (ch 1> ch 143 S L A  1959; am § 1 ch  149 S L A  1962; am 
§ 4 ch 70 S L A  1966; am § 1 ch 58 S L A  1969; am 5 2 ch 64 S L A  1978)

E f f e c t  o '  a m e n d m e n t .  — T h* 1976  
a m en d m en t su b s titu te d  " D ep artm en t o f  
Law" for l a d l l l l i v i  A ffa irs  A gency"  
near th e  en d  of su b sec tio n  la).

A g e n c y  c a n n o t  a d o p t  f u tu r e  
a m e n d m e n t*  to  c o d e ,  e t c . ,  b y  r e f e r ­
e n c e .  —  A ccordin g  to th e  L e g is la tiv e  
A ffa irs A g en cy  |n o w  D ep a rtm en t o f  L aw ) 
d r « * -n g  m a n u a l, an  a d m in is tr a t iv e  
a g en cy  m ay not adopt by referen ce  a code  
or set o f  sta n d a rd s from  a n o th e r  s ta te , th e  
federa l g o v ern m en t or a p r iv a te  
o rg a n iza tio n  an d  provide th a t  future  
a m en d m en ts  a s  th e y  b ecom e efTec’ iv *  are  
b ein g  adopted  a lso . N orth* rn L 'gh te  
M otel, Inc.. v. S w e a n e y , S u p  Ct *p N o  
1386 (K ile  N o 2 4 7 6 ). 561 I* i d  I I 76 . afTd 
on i (h e a r in g , 5 6 3  P  2d 2 5 6  11977

O ne rea so n  for th e  p ro h ib itio n  a g a in st  
del* g a llo n  o f  th e  fu tu re  la w -m a k in g  pow er  
o f  th e  s ta t e  to p r iv a te  grou p s is  th a t w h en  
am en d m en t*  a re  adopted  by th e se  group*  
th e  p u b lic  does n ot n e c e e sa r ily  rec e iv e

n o tic e  of, or h a v e  an  op p o rtu n ity  to  
com m en t on  or cr itic ize , th e  a m e n d m e n ts , 
aa it  dries w h en  th ey  are adopted  by th e  
le g is la tu r e  or p rom u lgated  under th is  
ch a p ter . N o rth ern  L ig h ts  M otel, Inc. v . 
S w e a n e y . S o p  C t Op N o. 1 3 6 6 < F ile  N o  
24761, 561 P .2d  1176, afTd o n  reh ea r in g . 
5 6 3  P  2d 2 5 6 (1 9 7 7 ) .

C la u s e  o f  r e g u la t io n  in c o r p o r a t in g  
fu tu r e  a m e n d m e n t*  h e ld  s e v e r a b le .  —  
C la u s ;  o f  an a d m in is tr a t iv e  reg u la tio n  
in corp orating  1955  U n ifo rm  B u ild in g  
C ode w h ich  a lso  incorporated  a ll  fu tu re  
a m en d m en t*  o f  th e  cod* w a s  sep a ra b le  
from  th e  rest o f  th *  sd m in iitr a t iv *  r e g u ­
la t io n  le a v in g  th e  1955 U n it  >rm B u ild in g  
C od* provn io n s ap p lica b le  in  a n eg lig en ce  
a ctio n  b ased  o n  th e  d eath  o f  a g u e st  in  a 
m o te l fire N o rth ern  L ight*  M otel. Inc v. 
S w e a n e y , S u p . C t. Op N o  1 3 8 6  (F ile  N o. 
24761. 5 6 )  P 2d 117 6 , afTd nn reh ea r in g , 
5 6 3  P 2d 2 5 6 ( 1 9 7 7 )

S e c. 44.62.070. Foe*. No state officer or public official may charge a fee to perform an official act in connection w ith the certification,

w .



§ 44.62.060 A la sk a  S t a t u tes 5 44.62.100

submission or filing of regulations under A S  44.62.040 — 44.62.120. 
( f  4 art II (ch 1) ch  143 S L A  1959; am § 2 ch 40 S L A  1969)

Sec. 44.62.080. E n d o rse m e n t and file. Th e  lieutenant govt nor 
shall (1) endorse on the certified copy of each regulation or order of 
repeal fil'd  by him, the time and date of filing, and (2) maintain a 
permanent file o f tho certified copies of regulations and orders of repeal 
for public inspection. (§ 5 art II (ch  1) ch 143 S L A  1959; am § 3 ch 40 
S L A  1969)

T h is  c h a p t e r  d o e s  n o t  r e q u ir e  th a t  a  
c la u s e  b e  in s e r te d  in  e a c h  r e g u la t io n  
s t a t in g  w h e r e  a  t e x t  in c o r p o r a t e d  b y  
r e f e r e n c e  c a n  b e  fo u n d . N o rth ern  
L ig h ts  M otel, Inc. v. S w e a n e y , S u p  C t Op. 
S o .  1366  .F ile  N o. 24761. 561 P .2d  >176, 
afTd on r e h e a r in g , 5 6 3  P .2d  2 5 6  (1 9 7 7 ).

T h is  a p p e a r *  to  b e  u n n e c e s s a r y ,  
sin c e  by law  a  copy o f  th e  te x t  m u st be  
a v a ila b le  a t th e  l ie u te n a n t  g overn or's  
office. N o rth ern  L ight*  M otel, Inc V,

S w e a n e y . S u p . C t. Op. N o, 1366 (F ile  N o. 
24761. 561 P .2d  117 6 , a.Td on  reh earin g , 
5 6 3  P .2d 2 5 6 (1 9 7 7 ) .

A n d  f a i lu r e  t o  s o  s p e c i f y  d o e s  n o t  
in v a l id a t e  r e g u la t io n .  —  F a ilu r e  to  sp ec­
ify  in  r e g u la t io n  in corp oratin g  b :i!d in g  
code w h ere  co p ies o f  code cou ld  b e  obta in ed  
did  not in v a lid a te  reg u la tio n  N orth ern  
L igh t*  M otel. Inc. v . S w e a n e y . S u p . Ct Op 
N o. 136 6  - F ile  N o. 2476>. 561 P 2 d  1176. 
afTd on  r e h e a r in g , 5 6 3  P  2d 2 5 6  (1977)

Sec. 41.62.090. F ilin g  w ith  lo ca l g ove rn m en t un it clerks. 
Repealed by 5 2 ch 57 S L a  1969.

E d ito r 's  n o te .  — T h e  rep ea led  sectio n  
d tn v r d  from  t  6 . art. II (ch . 1), ch . 143 , 
SL A  1959.

Se c. 44.62.100. P resu m p tio n s  from  filing, (a) Th e  filing of a 
certified copy of a regulation or an order of repeal 1 v the lieutcn\nt 
governor raises the rebuttable presumptions that 

(1) it was duly adopted;
<2) it was duly filed and made available for public in*pe:tion at the 

day and hour endorsed on it;
<3) all requirements of this chapter and the regulations relative to 

the regulation have been complied with;
(4) the text of the certified copy of a regulation or order u f repeal is 

the text of the regulation or order of repeal as adopted.
<b) Th e  courts shall take judicial notice of the contents of the 

certified copy of each regulation and of each order of repeal duly filed. 
(5 7 art I! (ch 1) ch 143 S L A  1959; am H  ch 40 SL/» 19691

T h is  s e c t io n  e s ta b l is h * *  a  r e b u t t a b le  
p r e s u m p t io n  th a t th*  procedural 
req u irem en t*  for th *  p ro m u lg a tio n  o f  
a d m in iit r e l iv *  r e g u la t io n s  h a v e  b een  
sati» fied  K in gery  v C h a p p ie . S u p  Ct Op

N o  b 5 8  'F ile  N o  1554-. 504  P 2 d  631  
U 9 7 2 '

S la t e d  in S ta te  v. T a n a n a  V aD ev  
S p e r tx m sn *  As»'n S u p  C t. O p N o, 1716  
.» i le S o  3 4 3 3 ' 3 6 3  P  2d 6 5 4  '1 9 7 6 i
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§ 44.P2.110 St a t e  G o v e r n m en t § 44.62.125

Se c. 44.62.110 P resu m p tio n s  from  p ub lica tion , (a) The 
publication of a regulation in the Alaska Adm inistrative Code or 
register raises a rebuttable presumption that the text of the regulation 
as so published is the text o f the regulation adopted.

(b) The courts shall take judicial notice of the contents of each regu­
lation or notice of the repeal of a regulation printed in the Alaska 
Administrative Code c r  Alaska Adm inistrative Register. (§ 8 art II (ch 
1) ch 143 S L A  1959)

Se c. 4-1.62.120. V o lu n ta ry  subm itting  and p ub lica tion . W ith 
the approval of the lieutenant governor, a state agency may subm it tr 
the lieutenant governor for filing a regulation or order of repeal of a 
regulation not required by A S  44 .62.040 to be submitted. If he accepts 
the regulation or order of repeal, the lieutenant governor shall endorse 
and file it as required in A S  44 2.080, and may publish the regulation 
or order of repeal in the manner he considers proper. (5 9 art II (ch  1) 
ch 143 S L A  1959; am § 5 ch 40 S L A  1969)

Se c. 44.62.125. R eg u la tion s  a ttorney, fa) In the Department of 
Law  a particular attorney, cal >d the regulations attorney, shall be 
assigned, as his prir ary respoi sibility, the functions relating to the 
handling of administrative regulations.

(b) The  department shall
(1) advise all state administrative agencies of the nature and use of 

administrative regulations;
(2) alert the agencies to statutes that need to l*e implemented, 

interpreted or made ciear by regulation;
(3) continually review the regulations, make recommendations to 

the respective agencies concerning deficiencies, conflicts and obsolete 
provisions in and the need for reorganization or revision o f the 
regulations, and prepare regulations to be promulgated by the 
agencies, cor recting or r emov ing  the deficiencies, conflicts and obsolete 
provisions;

(4) work with all administrative agencies possessing 
regulation-making power in drafting .ill new regulations, advising the 
agencies of legal problems encountered and ensuring com pliance with 
the drafting manual for adm inistrative regulations prepared by the 
Department of Law  under A S  44 62 050;

(5) assist the agencies in holding public hearings under AS 
44 62.210;

»6) U> the extent necessary after regulations have been filed by the 
lieutenant governor, edit and revise them  for consolidation into ihe 
Alaska Adm inistrative Code in the manner provided for the revisor of 
statutes in \S 01.05.031;

(7) draft bills for consideration by the governor to transfer matter 
which should be statutory law fiom the Alaska Adm inistrative Code to 
the Alaska Statutes and to clarify agency regulatory power when 
clarification is needed. 2 ch 58 S L A  1969; am i 3 ch 64 S L A  19781
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§ 44.62.130 A la sk a  S t a tu tes § 44.62.150

E ffe c t  o f  a m tn d m e n L  —  T h e  197S  Law" for 'L e g is la t iv e  A ffair* A gency" in
a m e n d m e n t su b s titu te d  ' D ep a rtm e n t o f  paragraph  <4i o f  su b section  <b).

A r t ic le  3. T h e  A la ska  A d m in is tra tive  Re g ister and C o d e  

S e c t io n  S e c t io n
130 . C o d ifica tio n  and p u b lica tio n  160. D a te  and c o n ten t o f  r eg is ter
140 . D istr ib u tio n  of code and r e g is te r  170 . 1 R ep ea ler '
150 . IR ep caled ]

Sec. 44.62.130. C o d if ica t io n  and pub lica tion , (a) The  lieutenant 
governor shall provide for the continuing compilation, codification and 
publication, with periodic supplements, of all regulations filed by his 
office, or of appropriate -eferences to any -'‘gulations the printing of 
which he finds to be impractical, such as detailed schedules or forms 
otherwise available to the public, or which are o f limited or particular 
application. Th e  publication of compiled regulation* the Alaska 
Adm inistrative Code. Th e  periodic supplements t o ’t are the Alaska 
Adm inistrative Register. Th e  code and register shall contain appropri­
ate annotations to judicial decisions °nd opinions of the Alaska 
attorney general.

(b) Th e  legislative council shall prescribe a uniform system of 
indexing, numbering, arrangement of text and citation of authority 
and history notes for the Alaska Adm inistrative Code. (§ 1 art 111 (ch 
1) ch 143 S L A  1959; am § 1 ch 70 S L A  1966; am § 6 -h 40 S L A  1969)

. R e g u la t io n s  a d o p te d  b y  t h e  C o m m it -  adopted , w ith  th e  se creta ry  o f  s ta te , and
• io n e r  o f  N a tu r a l  R e s o u r c e s  a r e  su b ject p u b lica tion  K e lly  v  Z an  ». e llo . Sup. Ct
to  th e  ru le  m a k in g  p ro v is io n s o f  th e  Op N o  705  i f i l e  N o t . 1255 , 1256), 4 6 6
A d m in is tr a t iv e  P rocedure A ct iA S  44 6 2 ) P  2d 9 0 6  11 9 7 1 1.
an d  m u tt  b e  adopted  accord in g  to  the  F a ilu r e  to  s p e c i f y  In r e g u la t io n  
p roced u res »et forth  th e r e in . A m o n g  th e  in c o r p o r a t in g  b u i ld in g  c o d e  w h e r e
requ ired  procedures for ad o p tio n  o f  c o p ie s  o f  c o d e  c o u ld  h e  o b ta in e d  did
r e g u la t io n s  a re  n o tice  o f  th e  proposed not in v a lid a te  reg u la tio n  N orth ern  Light*
a d op tion , a p u b lic  h e a r in g  in  w h ich  an y  M otel. Inc v. S w e a n r v , Sup. C t. Op N o.
in te rested  person m ay su b m it s ta te m r n ls  1366  (F ile  N o 2 4 7 6 i 561 P 2d 117$, afTd
to  th e  a g e n c y , f ilin g  o f  th e  r e g u la t io n , i f  on  reh ea r in g . 5 6 3  P 2d 2 5 6  110771.

,'cc. 44.62.140. D is tr ib u tio n  o f  code  and reg ister. The  lieutenant 
g-jvornor shall supply a complete set of ihc Alaska Administrative 
Code, and of tho Alaska Adm inistrative Register, and of each 
supplement to the code or register to the clerk of each local government 
unit, or if the authority to accept filings on his behalf is delegated, to 
the person to whom this authority is delegated 2 art 111 ich 11 ch 143 
S L A  1959)

S e c. 44.62.150. P rice .
Repealed by § 49 ch 127 S L A  1974.

E d ito r 's  n o te .  —  T h e  rep ea led  sectio n  
d e n te d  from  I 3. art III (ch 3 1. ch . 143, 
S L A  1959



§ s4.62.160 S t a t e  G o v e r n m e n t  § 44.62.180
■■ it

Sec. 44.62.160. D a te  a n d  co n ten t o f re g is te r ,  (a) The A laska 
Adm in is tra t ive Register sha ll be published quarte r ly  on the f irs t day 
of the month, beginning in a month to be designated by the Department 
of Law, bu t not la te r than October 1969. Ah regu lations required to be 
subm itted under AS 44.62.040 which are fi led by the f irs t day of the 
month preceding publication sha l l be published in the register for tha t 
t  uarter.

(b) I f  du r ing  a qua r te r  no regu lation , amendment or order of repeal 
has been filed t h t  regu la r quarterly register sha l l be published 
reflecting tha t fact. (§ 4 a r t  I I I  (ch 1) c.* 143 SLA 1959; am & 3 ch 58 
SLA 1969)

Sec. 44.C2.170. F o rm  o f  p u b l ic a t io n .
Repealed by § 2 ch 57 SLA 1969.

A r t i c le  4. P ro c e d u r e  fo r  A dop t in g  R egu la t io n s .
S e c t io n
180. E ffectiv e  d e le  
1V0. N o tice  o f  prupoted  action  
195. F itca l n cte»  o n  re g u la t io n s  
200 C o n ten ts  o f  n o tice  
21 0 . P ub lic  p ro ceed in g s  
220 . R ig h t to  p e titio n  
2 M  P rocedure uft p e titio n  
240 . L im ita tio n  on re tr o sc tiv e  sc tio n

U'J

Sec. 44.G2.160. E f f e c t iv e  d a te .  A regulation or an order of repeal 
filed by the lieu tenant governor becomes effective on the 30th day after 
the date of f i l in g  un less *

(1 ) otherwise specifica lly provided by the st i .tu tc under which the 
regu lation or order of repeal is adopted, in which event i t  becomes 
effective on the day prescribed by the statute;

(2 ) i t  is  a regulation prescrib ing the organization or procedure of Hn 
agency, in which event i t  becomes effective upon f i l in g  by the 
l ieu tenan t governor or upon a la te r date specified by the sta te agency 
in a w r it ten  in strument subm itted  w ith , or as part of, the regu la t ion 
or order of repeal; • ^

(3) i t  is an emergency regu la t ion or order of repeal adopted under AS 
44.62.250, in which case the f ind ing and the statement of the facts 
constitu t ing the emergency sha ll be subm itted to the lieu tenan t 
governor, together w ith  the emergency regulation or order o f repeal, 
which, in tha t event only, becomes effective upon f i l in g  by t i e  
l ieu tenan t governor or upon a la ter date npcrified by the sta te agency, 
in a w r it ten  in s trum ent subm itted w ith , or os p» rt of, the regu la t ion 
or order of repeal;

(4) a la te r date is prescribed by the su ite  agency in a w r it ten  
in strument subn, * w ith , or as part of, the regu lation or order of 
repeal. ($ 3 art IV  (ch i l  ch 143 SLA 1959; am H 7 ch 40 SLA 19691

S e c t io n
2 5 0 . E m ergen cy  reg u la tio n *
26u. L im ita tio n  on e ffe c tiv e  period  o f  

em erg en cy  reg u la tio n *
27 0 . S la te  policy
28 0 . P urpose  o f  A S  44 6 2 .1 8 0  —  44 .62  2 9 0  
29 0 . L im it*  o f  th e  a p p lica tio n  o f  A S  

4 4 .6 2  ISO — 44 6 2  2 9 0



§ 44.52.190 A la sk a  S ta t u tes § 44.62.190

C ite d  in  M u k lu k  F r e ig h t L in es  v . N o . 967  (F i le  N o . 1 6 7 0 ), 5 1 6  P .2d  408
N a b o rs A la s . D r illin g , In c ., S u p . C t. Op. (1 9 7 3 ).

  ■* •
Sec. 44.62.190. No t ice  o f  p ropo sed  ac t ion . , (a) A t least 30 cays

before the adoption, amendment, or repeal of a regulation , notice of the 
proposed action sh a l l  be

(1 ) published in the newspaper of general c ircu lation , or trade or 
indu s try  publication , which the state agency prescribes;

(2 ) mailed to every person who has filed a ,reque s t for notice of 
proposed action w ith  the state agency;

(3 ) i f  the agency is w ith in  a department, mailed or delivered to the 
commissioner of the department;

(4) when appropriate in the judgment of the agency, (A) mailed to a 
person or group of persons whom the agency believes is interested in 
the proposed action, and (B) published in the addit iona l form and 
manner the state agency prescribes;

(5) furn ished the Department of Law together w ith  a copy of the 
proposed regu la t ion , am end ren t ,  or order of repeal for the 
department’s use in preparing ne opinion required a fter adoption and 
before f i l in g  by AS 44.62.060;

(6 ) furn ished to a l l  incumbent S tate uf A laska leg is la to rs and the 
Leg is la t ive A ffa irs Agency.

(b) I f  the f u m  or manner of notice is prescribed by sta tu te , in add i­
tion to the requ irements of f i l ing and m a i l in g  notice unde/ th is chap­
ter, the notice sh a l l  be published, posted, mailed, f i led or otherwise 
public ized as prescribed by the sta tu te

(c' The fa i lu re to mail notice to a person as provided in th is section 
docs not in va l ida te  an action taken by an agency under AS 44 62.180 
— 44.62.290. <S 5 a r t IV  (ch 1 ) ch 143 SLA 1959; am * 2 ch 149 SLA 
1962, am M  ch 3 SLA 1968; am if 16 ch 143 SLA 1968; am t 4 ch 64 
SLA 1978)

E f f e c t  ii t  a m e n d m e n t .  — T h e 1978  regu l* ' i f .  t'ie r u le m a k in g  a c tiv ity
a m en d m en t su n s titu te d  “s ta te  o f  A la sk a  t a l e s  on a q u a f i- le g .s la t iv e  a sp ec t. l ‘ndrr
l e g n l a ' u .  and  th e  L e g is la t iv e  A ffair* proper sta n d a rd s, * u th  d e leg a tio n *  uf
A gen cy"  for “s ta te  leg is la to r* ” in  par*- le g is la t iv e  p o *«r to  a d m in is ter  a g e n c ie s
g rap h  fG 'o f  su b se c t io n  <ai. are  c o n st itu t io n a l. K e lly  v Z am arrllo ,

S u p  Ct O p  N o 7 0 5  'F ile  N o*. 1255.
T h e r u le  n n ik ln g  ( u n c t io n  o f  a n  1256<, 4 8 6  1* 2d 9 0 6  • 1 9 7 1 1

a d m in is t r a t iv e  a g e n c y  f r e q u e n t ly
r e s e m b le *  t h e  l e g i s la t iv e  p r o c e s s  o f  H t-g u la U iin *  a d a p t e d  h y t h e C o m m is -  
p a s t i n g  a s t a t u t e .  E ach  e n t ity  s tu n e r  o f  N a tu r a l  H r s o u r c e s  » ie  subject
d eterm in er  th e  n eed  for a p articu la r  to  th e  r u le -m a k in g  p rov isio n s o f  th e
e n a c tm e n t in  ligh t o f  c h o ie n  p o lic ier; each  A d m in is tr a t iv e  P roced u re Act 'A S  44 6 2 i
h a s  p roced u res for th e  ex p ress io n  o f  v ie * »  and m u st be ad op ted  according to  the
upon the  m e r its  o f  th e  proposal; an d  each , p roced u res set forth  th e r e in  A m on g th e
after n m iid era iK -n  of th e  re lev a n t p o lic ies req u ired  p rocedures for adop tion  o f
a n d  a r g u m e n ts , d* rid es w h eth er  to  adopt r e g u la t io n *  are n otire  t-f th e  prop<--«d
th e  p roposed  e n a c tm e n t W hen ad op tion , a public h ea r in g  in  w h ich  any
a d m in is tr a t iv e  ru le n .u k in g  is b ased  upon in te r e ste d  |>*r>on m ay » u lm  t -tu t.-n .rn ts  
d e a r  a u th o r ity  from  th e  le g is la tu r e  to  to  th e  a g en cy  (ilir-g < t lh »  'W u U tic n  if
furtiiti’ate lailiry in  th e  ad op tion  o f  adopted  w ith  th e  »ec re tart i f  * i« te . «nd
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f 44.62.190 S t a t e  G o v e r n m e n t § 44.62.190

p u b lica tio n . K elly  v . Zi m a re llo , Sup . C t. 
Op. N o. 7 0 5  (F ile  N o*. 1255 , 12561. 466  
P.2d  906  (1971).

R e q u ir e m e n ts  a n d  s u f f ic ie n c y  ■>f  
n o t ic e .  —  T here a re  few  c a s e s  and  
tex t d iscu ssio n  o f  th e  req u irem en ts  
n otice  an d  the su ffic ie n c y  o f  n otice  in  
p roceed in gs for ad op tio n  o f  r u le s  and  
reg u la tio n s . 1959  O p. A tt'y  G en ., N o  26.

L e n g th y  r e g u la t io n  to  b e  
su m m a r iz e d . —  W h ere  *. le n g th y  r e g u ­
la tion  on  o n e  subject i s  to  be oroposed  th e  
best p o licy  w ould b e to  briefly  su m m a rize  
th e  co n ten t and purpose u f th e  reg u la tio n . 
1959 Op. A tt'y  G en .. N o . 26 .

B u t « h o r t  r e g u la t io n  to  b e  s e t  fo r th  in  
fu ll .  < on ly  a  very' sh ort reg u la tio n  is  
p: tposed th e n  ord in a r i' * it  w ou ld  b e  m ost  
p racticab le  to se t  forth  .n e  r e g u la t io n  in  
fu il. 1959  Op. A tt'y  G en ., N o . 26

P r o c e d u r e  u p u n  p r o m u lg a t io n  o f  
m a t y  r e g u la t io n s  o f  v a r ie d  n a 'u r e .  —  
W here a grea t m a n y  r e g u la t io n s  a*e to b e  
prom u lgated  w h ich  are  o f  a v a r ie d  la tu r e ,  
su ch  «s f ish  and g i.m e  r e g u la t io n s  or o il  
I r a s i ig  r e g u la t io n s , th e n  th e  c> ly  p rac­
tica l th in g  to do w o u ld  be to  g iv e  a g ir e r a l  
lis t in g  uf th e  su b jects to be cove: rd. a refer-  
en ce  to  an y  o th e r  e x is t in g  body o f  
r e g u la tio n s  w h ich  a re  b e in g  adop ted , 
am en ded  or su p ersed ed  w h ich  m ig h i b e  
inform a r ie  to th e  p a r tic u la r  p ub lic  or  
industry  concerned  'su ch  a s  a  r e fe r e m t to  
ex is tin g  re g u la t io n s  o f  a  s ta t e  agency or 
d ep a rtm en t or to  e x is t in g  fed era l 
reg u la tio n s) and a b r ie f  l is t in g  o f  an y  s ig ­
n ifican t c h a n g e s  w h ich  are  proposed  if  a n  
ex is tin g  to d y  u f r e g u la t io n s  is  to be  
effe -ted  In su ch  c a se  it w ou ld  be w ell to  
in d ica te  th a t c o p ie s  o f  th e  proposed  
r e g u la tio n s  ca n  b e  o b ta in ed  from th e  
agen cy  in  order to  in d ica te  th e  a gen cy  h a s  
done e v e r y th in g  rea so n a b ly  p o ss ib le  to  
g iv e  th e  public a ffec ted  by i t s  re g u la t io n s  
an op p ortu n ity  to  fa m ilia r ite  i t s e l f  w ith  
th e  r e g u la t io n s  a n d  to p rep a re  it se lf  to  
su b m it it*  v iew * a t  th e  h e a r in g  This 
should c o n st itu te  su b s ta n t ia l  co m p lia n ce  
w ith  th e  A d m in is tr a t iv e  P roced u re A ct  
and w o u ld  se rv e  th e  p u rp ose  o f  sh e  act  
1959 O p  A ti'v  i l e n . .  N o  2 6 .

A n d  w h e n  a  s u m m a r y  o f  a la r g e  
n u m b r r  o f  p r o p o s e d  '■ e g u li.t lo n s  Is  to  
b e  u s e d  it w ou ld  be sa fe  for th e  
d ep a rtm en ts an d  ig r n c ie s o f t h e  s ta te  g o v ­
ern m en t to follow  th e  O h io  an d  fed era l  
practice and f g iv r  n otice  o f  th e  a rea s in  
w hich  re g u la t io n s  m a y  or m ay not be  
p rom ulgated  by l is t in g  th e  subject n u t t e r  
to w h ich  the  p rop osed  ru le s  w ou ld  r e la te  
1959 O p A tt'y  G en  . N o  26 .

P u b l ic  n o t ic e  r e f e r r in g  o n ly  to  r e g u ­
la t io n  n u m b e r s  a n d  s u b j e c t  h e a d in g s .  
—  S ee  1 9 5 9  Op. A tt’y  G en ., N o . 26,

F o r  i l lu s t r a t io n s  o f  t h e  n o t ic e  
r e q u ir e d  b y  t h i s  s e c t io n ,  s e e  1959 O p. 
A tt'y  G en ., N o . 2 6 . E x h ib its  A , B . C and D .

F a ilu r e  to  s p e c i f y  in  r e g u la t io n  
in c o r p o r a t in g  b u i ld in g  c o d e  w h e r e  
c o p ie s  o f  c o d e  c o u ld  b e  o b ta in e d  did  
not in v a lid a te  reg u la tio n . N o rth ern  L ig h ts  
M otel. In c . v . S w e a n e v . S u p . C t. Op. N o . 
1366  (F ile  N o. 2 4 7 6 ). 561 P .2 d  1176. afTd 
o n  reh ea r in g , 5 6 3  P .2d  2 5 6  (1977).

A g e n c y  c a n n o t  a d o p t  f u t u r e
a m e n d m e n t s  t o  c o d e ,  e t c . ,  b y  r e f e r ­
e n c e .  —  A ccording to  th e  L e g is la tiv e  
A ffa irs A g en cy  |n o w  D ep a rtm e n t o f  L a w )  
d ra ftin g  m a n u a l, a n  a d m in is tr a liv  • 
a g en cy  m a y  not adopt by referen ce a  code 
or set o f  sta n d a rd s from  a n o th e r  sta te , th e  
federa l g o v ern m en t or a  p rr  a t e  
o rg a n iza tio n  and provide th a t  fu  u re  
a m en d m en ts a s  th e y  b ecom e e ffe c tiv e  a re  
b ein g  adopted  a lso . N o r th e r n  Lis h is  
M otel. In c  v. S w e a n e v , S u p . C t Op. N o . 
1366  iF i le  N o  2 4 7 6 ). 561 P " ’ '1 7 6 , afTd 
on  r eh ea r in g . 5 6 3  P .2d  2 5 6  • 71.

O ne reason  for th e  p io h ib n io n  a g a in st  
d e leg a tio n  o f th e  future la w -m a k in g  pow er  
o f  th e  s ta te  to  p riva te  g ro u p s is  th a t w h en  
a m e n d m e n ts  a re  adopt* d by th en : g rou p s  
th *  p u b lic  due* not n e c e s sa r ily  rece iv e  
n otice of. or h a v e  an  o p p o rtu n ity  to  
com m ent on  or cr it ic ize , h e  a m en d m en ts ,  
a s  it dews w h en  th e y  arc ad op ted  by th e  
le g is la tu r e  or p ro m u lg a ted  under th e  
A lark a  A d m in is tr a tiv e  P roced u re A ct 
N orth ern  L ig h ts M otel. Inc. v. S w e a n e y . 
S u p  C t. Op N o  136 6  iF i le  N o  24761, 561  
P.2d I I 76 . afTd on le h e a t m g . 563  P 2d 2 5 6  
(1977)

C la u s e  o f  r e g u la t io n  in c o r p o r a t in g  
fu tu r e  a m e n d m e n t *  h e ld  s e v e r a b le .  — 
C la u se  o f  a n  a d m in is tr a t iv e  reg u la tio n  
in to ijK r a tin g  1955  U n ifo r m  B u ild in g  
Code w h ich  a lso  in co rp o ra ted  a ll fu tu re  
a m e n d m e n ts  o f  ih e  rode w a s  se p a ta b lc  
from  th e  rest o f ih e  a d m in is tr a t iv e  regu- 
a lie n , le a v in g  th e  1 9 5 5  U n ifo rm  B u ild in g  

( ’ode p io v is io n s  a p p lica b le  in  a  n e g |jg r n re 
action  o a » d  on  th e  d e a th  o f  a  g u est in  a 
n ote l f i le  N o rth ern  L ig h t*  M otel. Inc e 
S * e a n e v . S u p . C t. O p N o  13 6 6  ‘F ile  N o  
2476*. 561 P  2d 1176. afTd on  le h e a n n g  
5 6 1  P  2d 2 6 6  • 1 9 7 7 1

A p p l ie d  in  h in g e r y  v C h a p p V .S u p  f t  
Op N o 6 5 5  'F ile  N  1 6 5 4 1. 504  F 2d 831  
• 1972i.

C ite d  in  B**ehl v S a b re J e t  Roum. Inc . 
S up C l, O p N o 3  'F i le  N o . 1 7 1. 34'« P .?d  
BM  «1260i

le
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§ 44.62.195 A laska  S t a t u tes 4  44.52.210

Sec. 44.62.195. F i s c a l  no te s on regu la t ion s1. I f  the adoption, 
amendment, or repeal of a regul&Mon would require increased 
appropriations by the state, the department or agency affected sha ll 
prepare an estimate of the appropriation increase for the fiscal year 
following adoption, amendment, or i .'peal of the regu lation and for at 
least two succeeding f isca l years. (§ 1 ch 16 SLA 1980)

Sec. 44.62.200. C on ten ts  o f  not ce. (a) The notice of proposed 
adoption, amendment, or repeal o f a regulation sha ll include

(1 ) a statement of the time, place, and nature of proceedings for 
adoption, amendment ur repeal of the regulation;

(2 ) reference *>. the au thority  under which the regulation is proposed 
and a reference to the part icu la r code section or other provisions of law 
which are being implemented, interpreted, or made '•oecific;

(3) an informative summary of the proposed subject of agency action;
(4) other matters prescribed by a s ta t i 'e applicable to the specific 

agency or to the specific regu lation or class of regulations;
(5 ) a sum? ry of the fiscal information required to be prepared 

under AS 44,62.195.
(b) A regu lat ion which is adopted, amended or repealed may var> in 

content from the summary specified in (a) (3) of th is  section i f  the 
subject matter of the regu lat ion remains the same and the original 
notice was w r it ten  so as to assure th a t members of the public are 
reasonably notified of the proposed subject of agency action in order for 
them to determ ine whether the ir in terests could be affected by agency 
action on tha t subject. (5 6  art IV  (ch 1) ch ’ 43 SLA 1959; am S 1 rh 
185 Si-A 1970; *m & 2 ch 16 SLA 1980)

E ffe c t  o f  a m e n d m e n t  —  The 1980  
» m rn d m < n t added p a ra grap h  (5) in  
f u W r t io n  (a).

.  .p p l ir d  in  K in g rry  v. C h a p p ie , S u p  Ct 
Gp. N o. 8 5 8  i Kite N o. 15541, 604  P  2d 631  
(1 9 7 2 )

f

S t a le d  In S ia to  v. T a n a n a  V a lle y  
Sport»m en'» A u 'n ,  S u p  C l O p  N o 1716  
iF ile  N o  34331. 583  P 2d 854  U 978).

C U cd  in B o«hl v . S a b re J e t  Room . Inc . 
S u p  Ct Op N o 3  (K ile N o ? 7 l. 3 4 9  P .2d  
5 8 5  1)9601

Sec. 44.62.210. 1 ‘ j b l i c  p ro ceed in g s , (a) On the date and at the 
time and place designated in the notice the agency sha ll g ive each 
interested person oj  h is authorized representative, or both, the oppor­
tun i ty  to present statements, arguments , or contentions in w rit ing , 
w ith  or w ithout opportunity to present them ora lly . The sta te agency 
sha ll consider a l l  re levan t matter ircsenlod to it before adopting, 
amending or repealing a regulation .

<b) A t a hearing under th is  section the agency or its authorized 
representative may admin, .er oaths or aff irmations, and may 
continue or postpone the hearing to the time and place which i‘ 
determines. (5 7 art ’ V (ch 1 ) ch 143 SLA 1959)
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§ 44.62.220 S t a i *' G o v e r n m e n t  § 44.62.230

D if f e r e n c e  b e t w e e n  h e a r in g s  u n d e r  
th is  s e c t io r  a n d  A S  4 4 .6 2 .4 5 0 . —  S ee  
1960  Op. A t t ’y  G en .. N o . 7.

A n d  d is t in c t io n  b e t w e e n  
" a d ju d ic a t iv e  f a c t s ” a n d  “ le ir is lH tiv c  
f a c ts ."  -  S e e  19 6 0  O p. A tt’y  G en .. N o . 7.

A r t ic le  a p p l ic a b le  to  e x e r c i s e  o f  
q u a s i - l e g M a t iv e  p o w e r .  —  T h is  a r tic le  
se ts  forth  th e  procedure w h ich  m u st be  
fo llow ed  w h en  a n  a g en cy  e x e r c is e s  its  
q u asi le g is la t iv e  pow er. 1 9 6 0  O p. A tt'y  
G en ., N o. 7.

R u t n o t  t o  q u n s i - j u d ic i t i  
p r o c e e d in g s .  —  S e e  196^  Op. A tt'v  G en ., 
N o. 7.

A rtic le  8 o f  th is  ch a p te r  w a s in te n d ed  to  
be ap p lica b le  to  q u asi-ju d ic ia l p roceed in gs. 
196 0  Op. A tt'y  G en .. N o. 7 .
. R e g u la t io n s  a d o p te d  b y  t h e  C o m m is ­

s io n e r  o f  N a tu r a l  R e s o u r c e s  a re  subject 
to  th e  ru le  m a k in g  p ro v isio n s o f  th e  
A d m in is tra tiv e  Procedu • A ct 'A S  44  621 
an d  m ust b e  adopted  *  cord in g  to  th e  
procedures se t  forth  th e re in . A m on g  th e  
req u ired  p roced u res for ad op tion  o f  
r e g u la tio n s  are n o tice  c f  th e  proposed  
adop tion , a p ub lic  h e a r in g  in  w h ic h  an y  
in te rested  person  m a y  su b m it s ta te m e n t*  
to th e  a g en cy , fib' » o f  th e  r e g u la t io n , i f  
ad op ted , w ith  th e  se creta ry  o f  s ta t e , and  
p u b lica tion . K elly  v  Z am arrllo , S u p . Ct. 
Op. N o. 7 0 5  :F ile  N os. 1 2 5 5 , 1256», 4 8 6  
P .2d  906  11971).

A g e n c y  c a n n o t  a d o p t  fu tu r e  
a m e n d m e n t s  to  c « d e ,  e t c . .  b r e f e r ­
e n c e .  — A ctu  d in g  to  th e  L e g is la tiv e  
A ffa irs A gen e • d ra ftin g  m a n u a l, an  
a d m in is tr a t iv e  ,'g en cy  m ay not adopt by 
referen ce o cede i  se t o f  s ta n d a r d s from  
an oth er  s ta t e , th e  V drro) g o v ern m en t or a 
p r iv a te  o r g a n isa tio n  and  p rov id e tha t

fu tu re  a m e m  ..te n ts  a s  th e y  becom e  
e.T*ctive are b e in g  adopted a lso . N o /th e m  
L ig h .«  M otel, Inc. v. S w ea n ey , Sup. C t. Op. 
N o . 13o" (F ile  N o . 2 4 7 6 ). 561 P.2d 1176, 
afTd on re t a r in g .  5 6 3  P .2d 2 5 6  (1977)

O n e rea or. for th e  proh ib ition  a g a in st  
d e leg a tio n  >f th *  fu tu re  la w -m a k in g  pow »r 
o f  th e  st .il*  to p r iv a te  groups i s  th a t w hen  
am en d m en ts  ere  .. Copied by th e se  groups  
th e  p ub lic  d o e -  r.ot n ecessa r ily  rece iv e  
n o tic e  of, or h a v e  a n  op p ortu n ity  to 
com m en t on or cr it ic ize , th e  am en d m en ts, 
a s  it  doe* w h en  th r y  a re  adopted  by the  
le g is la tu r e  or  prom ulgated  under t h e . 
A la sk a  A d m in is tr a t iv e  Procedure A ct. 
N o rth ern  L ig h ts  M otel, Inc. v . c w ean *v . 
S u p  Ct. Op N o . 1356  (F ile  N o. 2 476). 561 
P  2d  1 176. afTd on  reh ea r in g . 5 6 3  P .2d 256  
(1 9 7 7 ).

C la u s e  o f  r e g u la t io n  in c o r p o r a t in g  
f u t u r e  a m e n d m e n t s  h e ld  s e p a r a b le .  —
C la u s*  o f  * n  a d m in is tr a t iv e  regu lation  
in corp oratin g  1955  U niform  Bui.’d i.ig  
C ode w h ich  a l« o  incorporated  a ll fu ture  
a m en d m en t*  o f  th e  cod* w a s  separable  
from  th e  rest o f  th e  a d m in is tr a tiv e  egu- 
U lio n , le a v in g  th* 1955  U n iform  B u ild in g  
C od e  p rov ision s a p p licab le  in  a  n eg lig en ce  
a ctio n  ba<ed on  th e  d ea th  o f  a  g u est in  a 
m ote) fir*. N o rth rrn  L igh ts M otel. Inc v . 
S w en n ey , Sup. C t  O p N o. 138C F ile  No. 
2 4 7 6 ) , 561 P .2d  117 6 , alTd on reh ea r in g , 
5 6 3  P  2d 2 5 6  (1 9 7 7 )

S ta le d  in S ta te  v. T a n a n a  V alley  
S p o r ts m e n s  A ss'n , Sup . C t. O p. N o . 1 7 )6  
iF ile  N o 34331 , 5 8 3  P 2d 854  (1978).

C ite d  in  Bo*M v S ab re J e t  R oom . Inc , 
S u p . Ct O p N o  3 iK ile  N o  17), 3 4 9  P 2d 
5 8 5  11960),

A m . J u r .  2 d  r e f e r e n c e ,  — 2  A m  Jur. 
2 o . A d m in is tr a tiv e  1j »w . i t  '281. 232.

See. 44.62.220. R ig h t  to  p e t i t ion . Unless the r igh t to petition for 
adoption of a regu lat ion is restr icted by sta tu te  .to a designated group 
or the procedure for the petition is prescribed by sta tu te , an interested 
person may petition an agency for the adoption or repeal of a regulation 
as provided in AS 41 62 ISO -- 44.62.290. The petition .‘ ha l l state 
c lear ly and concisely

(1) the substance or na ture of the regu lat ion , amendment, or repeal 
requested;

(2) the reasons for the request;
(3) reference to the au tho r ity  o f the agency to take the a-.iion 

requested, (t 8  art IV  (ch 1) ch 143 SLA 1959)
Sec. 44.62.230, P ro c e d u r e  on p e t i t ion . Upon receipt o f a petition' 

requesting the adoption, amendment or repeal of a regu la t ion under 
AS 44.62.180 — 44 62 290. a state agency sha l l ,  w ith in  30 days, d en y .



the petition in w r it in g  or schedule the matter for public hearing under 
AS 44.62.190 — 44.62.210. However, i f  the petition is for an emergency 
regulation/ and the agency finds tha t an emergency exists, the 
requirements o f AS 44.62.190 — 44 62.210 do not apply, and theagericyi 
may subm it the regulation to the l ieu tenant governor immediately' 
after making the f inding of emergency and putting the regulation into 
proper form. (5 9 a rt IV (ch l i  ch 143 SLA 1959; am $ 1 ch 45 SLA 
1969)

Sec. 44.62.240. L im ita t io n  on re t ro a c t iv e  ac t ion . I f  a regulation 
adopt* \  by an agency under th is chapter is p rimarily leg is la t ive , the 
regu lat ion has prospective eiTect only. A regu lation adopted under th is 
chapter, which is p r im ar i ly  an '‘in terpreta t ive regu lation ,” has 
retroactive effect only i f  the agency adopting it has adopted no ear lie r 
inconsistent regu lat ion and has followed no ear lier course of conduct 
inconsistent w ith  the regulation . F.>ence or fa i lu re to Mow any course 
of conduct is considered ear l ie r inconsistent conduct. S 10 art IV  (ch 
1I ch 143 SLA 1959)

Sec. 44.62.250. E m e rg en cy  re g u la t io n s .  A regu lation or order of 
repeal may be adopted as an emergency regulation or order of repeal 
i f  a <tnte agency makes a w r it ten  finding, including a statement of the 5  
facts which constitu te the emergency, tha t the adoption o f the regu­
lation or order o f repeal is necessary for the ir imediiite preservation of ’ 
the public peace, health , safety, or general welfare, The requirements 
of AS 44.62.060 and >4.62.190 — 44.G2.210 do nut ttoply to the irsitis! 
adoption of emergency regulations; however, adoption of an
emergency regu la t ion the adopting agency sha ll immediate ly submit 
a copy of it to the lieu tenant governor for f i l ing and fur publication in 
the A laska A dm in is tra t ive  Register, and w ith in  five days after 
adoption the agency sha ll g ive notice of the adoption in accordance 
w ith .»S 44 62 190(a)! 1)—(6 ) F u i lu ie  to g \c  the required notice by the 
end of the 10th day au tomatica l ly  repeals the regulation . (5 2<2tart IV  
(ch 1) ch 143 SLA 1959, am H 2 ch 45 SLA 1969; am 5 1 ch 46 SLA 
1972)

Q u o te d  In S ta te  v . T a n a n a  V a lle y  
?rort*rn *n ’* A »»n . S u p  C t Op N o  1716  
•Kile N o 3 4 3 3 '. 5 6 3  r  2d R54 itS T S i

• I
Sec . 44.62.260. L im ita t io n  on e f fe c t iv e  pe r iod  o f  em e rg en cy  

r e g u la t io n s ,  (a) No regu la t ion adopted as an emergency regulation 
remains in vfTect more toon 1 2 0  days unless the adopting agency 
complies w ith AS 44 62 060 and 44 62 l r,0 — 44 62 210 either before 
subm itt ing 'he regu lat ion to the lieu tenant governor or during the 
1 2 0 -nay perrrd.

<b Before the expiration of the 120-day period, the agency sha ll 
t ran sm it to the l ieu tenant goM inor for f i l ing u certif ication that AS
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i 44.62.270 St a t e  G o v e r n m e n t 5 44.62.290

44.62.060 and 44.62.190 — 44 6^.. were complied w ith before 
submitting the regulation to the lieutenant governor, or that the 
agency complied with those sections w ithin the lCO-day period. Failure 
to so certify repeals the emergency regulation; it may r.ot be renewed 
or refiled as an emergency regula'ion. (11 4 art IV  (ch  1) ch  143 S L A  
1959; am 5 3 ch 45 S L A  1969)

S la te d  in  S ta le  e .  T a n a n a  V a lle y  
S p o rtsm en 's A u 'n .  S u p  C t  Op. N o. 171 6  
•F il t  N o  34331. &S3 P 2d 6 5 4  >19761

a
Se c. 44.62.270. S ta te  p o licy . It is the state policy that emergencies 

are held to a m inim um  and are rarely found to exist, (ft 2(2) art IV  (ch
l ) c h  143 S L A  1959)

i f  i
Q u n U -d  in  S ta te  » . T a n a n a  V a lle y  

S p o rtsm en 's A s s n .  Sup . C t O p N o. 17 1 6  
iF ilo  N o  34331. S 8 3  P 2d 8 5 4  • 19781.

a •
Sec. 44.62.280. P u rp ose  o f  A S  4 .02 180 — 44 62.290. It is the 

purpose of A S  44 62.180 — 44.62 290 to establish basic m inimum 
procedural requirements for the adoption, amendment or repeal of 
adm inistrative regulations. Except as prm ided in A S  44 62 250, A S  
44.62.180 — 44 62.290 apply to the exercise of quasi-lr^ .*'elite pv««vr 
conferred by a statute, but nothing in A S  44 »2 180 — 44 62.290 
repeals or diminishes additional requirements imposed by the statute. 
A S  44.62 180 — 44 62 290 are not superseded or modified by 
subsequent legislation except to 'he extent that the legislation does so 
expressly. (I  1 art IV  (ch D c h  143 S L A  19591

Sec. 44.62.290. L im its  o f  the  ap p lica tion  o f  A S  44.ba.l80 — 
44.62.290. (a) A S  44 62.180 — 44 62 290 do not apply to a regulation 
not required to o# submitted to tne lieutrn.mt governor under A S  
44 62 010 — 44 62 320.

(b) On ly  this section and A S  44 62 180 apply to
( D a  regulation which prescribes the organisation or procedure of .>n 

agency, or
(2) Repealed by I 4 ch  45 S L A  1969 (I  2 (D  art IV (ch  D c h  143 S U  

1959, nm I 17 ch  143 S L A  1968, am I 8 ch 40 S L A  1969. am I 4 ch  45 
SI A  1969)

Am Ju e . I d  re f. ren t'* — I Am 
Jur. 14, A am m H tnllit (-** II 42 46. N  
et •<

175



RECEIVED AUG 2 5 1982

*>*

IMPROVING BOND O V E R S I G H T  IN ALASKA

Prepared for

T HE LEGISLATIVE BUDGET A N D  At’" IT COMMITTEE 

S ENATOR ARLISS STURGULEWSK f, CHAIRMAN 

A LASKA STATE L E G I S LATURE

P repared by

Robert R. Terrell 

John P. Kennedy S chool of Governaent  

Harvard University

June 1982



Ju l y  28, 1982

D e a r  Reader:

A8 a pare of Che Legislative Budget and Audit C ommittee's review of the 

State of Alaska's debt and debt management policies, we requested 

Mr. Robert Terrell to prepare an overview of bonding oversight issues 

and to relate the experiences of other states to our situation. This 

report presents Mr. Terrell's findings.

This report is the first of several which will be available prior to 

February, 1983, as a part of the Legislative Budget and Audit 

Committee's w o r k  on debt management Issues. Th i s  report is being made 

ava i l a b l e  at this time as it is thought provoking and should assist in 

future discussions of policy options for debt management.

Sincerely,

Legislative Budget and Audit Committee
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E X E C U T I V E  S U M M A R Y

T h e  l e v e l s  o f  d e b t  b e i n g  as s u m e d  b y  the state of  Alaska, its m u n i c i p a l i t i e s  

and p u b l i c  c o r p o r a t i o n s  are of i n c r e a s i n g  c o n c e r n  t o  i n d i v i d u a l s  b o t h  in and 

o u t  o f  the s t a t e  g o v e r n m e n t .  One i m p o r t a n t  q u e s t i o n  is w h e t h e r  A l a s k a  h a s  a d e­

q u a t e  m e c h a n i s m s  for o v e r s e e i n g  the a s s u m p t i o n  of d e b t  by its a g e ncies, m u n i c i­

p a l i t i e s  a n d  p u b l i c  corp o r a t i o n s .  T h e  a s s u m p t i o n  o f  p u b l i c  d e b t  f o r  c a p i t a l  

i m p r o v e m e n t s  has i m p l i c a t i o n s  for b o t h  the fi n a n c i a l  s i t u a t i o n  of the state, 

and its f u t u r e  d e v e l o p m e n t .  Bot h  a s r e c t s  should oe  a d d r e s s e d  by ie . o v e r s i g h t  

m ec h a n i s m s .  'onsiderations of w h e t h e r  t h e  s tate and its r e s i d e n t s  can afford 

to g o  f u r t h e r  <nto debt, as well a s  te c h n i c a l  issues r e l a t i n g  to t h e  t erms and 

t i m i n g  of b o n d  issues, a r e  e x t r e m e l y  important. E q u a l l y  important, though, is 

the ne e d  to consider the l o n g ' t e r m  impact b o r r o w i n g  and c o n s t r u c t i o n  d e c i s i o n s  

c a n  have o n  the s h a p e  and d i r e c t i o n  of d e v e l o p m e n t .  P u b l i c  c o r p o r a t i o n s  in 

Alaska, wit., their a u t o n o m y  and h i g h  level o f  borro w i n g ,  ha v e  the p o t e n t i a l  for 

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

Argisnents a g a i n s t  a c t i v e  s t a t e  bo.'d o v e r s i g h t  c o m m o n l y  state that the bond 

m a r k e t  p l a y s  the n e c e s s a r y  role in w e e d i n g  o u t  u n sound projects. However, the 

b o n d  m a r k e t  d o e s  n o t  judge the d e s i r a b i l i t y  o f  p r o jects, and is not very 

e f f i c i e n t  at s p o t t i n g  u n s o u n d  projects. T h e  f i n ancial I n t e r e s t s  o f  the state 

and o f  bo n d  m a x ^ t  p a r t i c i p a n t s  o f t e n  dive r g e )  stat e s  w i s h  to b o r r o w  for 

n e e d e d  projects, w h i l e  t h e  bond m a r k e t  h a s  a n  Interest in selling as many 

b o n d s  as the state can support.

Alaska, by  i m p r o v i n g  its a d v i s i n g  a n d  o v e r s i g h t  of m u n i c i p a l  b o r r o w i n g  

a c t i vities, c o u l d  i m prove the terms o n  w h i c h  local g o v e r n m e n t s  borrow. The 

M u n i c i p a l  B o n d  Ban k  a l r e a d y  p lays an im p o r t a n t  role, but so far its a c t i v i t i e s  

c o v e r  only a small f r a c t i o n  of m u n i c i p a l  borrowing. T h e  s t a t s  a l s o  has an



i n t e r e s t  in seei n g  tha t  tha b o r r o w i n g  d e c i s i o n s  of local g o v e r n m e n t s  w i l l  not 

e n t a i l  future large c o m m i t m e n t s  of s t a t e  resou r c e s .  T h i s  c o u l d  h a p p e n  if b o o m  

a r e a s  b u i l d  f a c i l i t i e s  t h a t  t h e y  w i l l  be  u n a b l e  t o  m a i n t a i n  a f t e r  the boom.

A l a s x a ' s  p u b l i c  c o r p o r a t i o n s  h a v e  m o r e  t h a n  $1.4 b i l l i o n  d o l l a r s  o f  d e b t  

o u t s t a n d i n g ,  m o r e  than twice the total s tate debt. The fact that the bon d  

m a r k e t  v i e w s  the c r e d i t  o f  l e g a l l y  a u t o n o m o u s  p u b l i c  c o r p o r a t i o n . to be  linked 

t o  the c r e d i t  of the s t a t e  is a s t r o n g  r e a s o n  for the s t a t e  to h a v e  a m e a n s  

o f  c o n t r o l l i n g  the a s s u m p t i o n  of d e b t  by  its p u b l i c  a u thorities. S t a t e  cre d i t  

c a n  be a d v e r s e l y  a f f e c t e d  by  the d e f a u l t  of a  * ublic c o r p o r a t i o n ,  eve n  w h e n  

t h e  d e b t s  of the c o r p o r a t i o n  are not 1 egal l i a b i l i t i e s  of  t h e  state.

B o r r o w i n g  d e c i s i o n s  of public a u t h o r i t i e s  s h a p e  d e v e l o p m e n t ,  can c o m p e t e  

w i t h  s t a t e  bon d  issues, and are o f t e n  m o r e  e x p e n s i v e  to s t a t e  r e s i d e n t s  than 

if tne s t a t e  b o r r o w e d  t h e  money; these a r e  a d d i t i o n a l  r e a s o n s  for s tate o v e r­

sig h t  of publ i c  c o r p o r a t i o n  borrowing.

T h e  bon d  o v e r s i g h t  m e c h a n i s m s  o( o t h e r  s t a t e s  take o n  a wid e  v a r i e t y  of 

forms. M i c h i g a n  e m p l o y s  a M u n i c i p a l  P i n a n c e  C o m m i s s i o n  to  o v e r s e e  the b o r r o w i n g  

a c t i v i t i e s  of m u n i c i p a l i t i e s  and p u b l i c  a u t h o r i t i e s .  N o r t h  C a r o l i n a ' s  Local 

G o v e r n m e n t  C o m m i s s i o n  p l a y s  a similar r o l e  .n d  a c t u a l l y  m a r k e t s  all state, 

m u n i c i p a l ,  a n d  public c o r p o r a t i o n  bonds. N«?w Yor k  i n s t i t u t e d  a Public A u t h o r i t i e s  

C o n t r o l  B<>ard, a r t  r t h e  d e f a u l t  of  its U r b  in D e v e l o p m e n t  Corpor a t i o n ,  w i t h  the 

a u t h o r i t y  to .pprovo b o n d  issues of  so m e  pu ilic c o r p o r a t i o n s .  V e r m o n t  r e c e n t l y  

institute'! 4. c e l i l n q  o n  the Issuance of n e w  state d e b t  w h i c h  is h a v i n g  a 

d e t r i m e n t a l  impact on s t a t e  c a pital i m p r o v e r  jnts. V e r m o n t ' s  S t a t e  Planning 

O f f i c e  c a r r i e s  o u t  a d e t a i l e d  c apital p l a n n l r g  e f f o r t  d e s i g n e d  to  p r o v i d e  a 

t e n - y e a r  p i c t u r e  of c a p i t a l  needs and p r i o r i t i e s .  N e w  J e r s e y ' s  C o n m l s s i o n  of 

C a p i t a l  B u ' g e t i n g  and P l a n n i n g  r e v i e w s  and m a k * s  r e c o m m e n d a t i o n s  o n  all 

l e g i s l a t i o n  that has a ca p i t a l  impact, as wel l  a» all s t a t e  bond proposals.



P e n n s y l v a n i a  h a s  a s y s t e m  o f  over 23 0 0  m u n i c i p a l  a u t h o r i t i e s  spawned, in peirt, 

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

C o m m u n i t y  A f f a i r s  c a n  r e v i e w  the a c t i v i t i e s  o f  some of t h e s e  a u t h o r i t i e s ,  

b u t  a c t u a l  o v e r s i g h t  i.? minimal.



T h e  p u r p o s e  of  t h i s  r e p o r t  is  to p r o v i d r  a d i s c u s s i o n  o f  t h e  p u r p o s e s ,  

r ationale, and m a j o r  i s s u e s  i n v o l v e d  in s t a t e  o v e r s i g h t  of  the i s s u a n c e  of 

d e b t  b y  s t a t e  agencies, m  n i c i p a l i t i e s  a n d  pub l i c  c o r p o r a t i o n s ,  to  e x a m i n e  

A l a s k a ' s  c u r r e n t  a b i l i t y  to  o v e r s e e  a n d / o r  c o n t r o l  the d e b t  a c t i v i t i e s  of 

t h e s e  s ubdivisions, and to p r o v i d e  an o v e r v i e w  o f  t h e  d e b t  o v e r s i g h t  raechan-
i

isms used b y  o t h e r  s t a t e s  as  e x a m p l e s  w h i c h  m a y  b e  r e l e v a n t  to Alaska.

T h e  q u e s t i o n  of w h e t h e r  t h e  s t a t e  of A l a s k a  h a s  a d e q u a t e  m e c h a n i s m s  for 

o v e r s e e i n g  and r e g u l a t i n g  the a s s u m p t i o n  of d e b t  b y  its a g e n c i e s ,  p u b l i c  

c o r p o r a t i o n s  and m u n i c i p a l i t i e s  c a n  b e  r e a s o n a b l y  a n s w e r e d  o n l y  o n c e  w e  k n o w  

t he g o a l s  and p u r p o s e s  o v e r s i g h t  m e c h a n i s m s  c a n  serve, and the p r o b l e m s  that 

c a n  a rise if no  suc h  m e c h a n i s m s  exist. B o r r o w i n g  for c a p i t a l  i m p r o v e m e n t s  

r a i s e s  c o n c e r n s  in two d i s t i n c t  areasi f i n a n c i a l  m a n a g e m e n t ,  and d e v e l o p m e n t  

strategy. I nadequate c o n t r o l s  o v e r  th*  a s s u m p t i o n  o f  d e b t  m a y  lea d  tc 

f i n a n c i a l  d i f f i c u l t i e s ,  a n d / o r  to a c o u r s e  of d e v e l o p m e n t  w h i c h  is n o t  in 

the public interest. G o o d  o v e r s i g h t  p r o c e d u r e s  will a d d r e s s  b o t h  issues.

X. F r a m i n g  the P r o b l e m

F i -.anclal A s p e c t s  o f  D e b t , r o r e m o s t  a m o n g  the financial issu e s  r e l a t i n g  

t o  bui^ied de b t  is the b a s i c  q u e s t i o n  w h e t h e r  the a m o u n t  of d e b t  a n t i c i p a t e d  

is unwise, that is, w h e t h e r  the d e b t  s e r v i c e  that will r e s u l t  fro m  i s s u i n g  

b o n d s  will p l a c e  too h e a v y  a b u r d e n  o n  tha s t a t e  a n d  its r e sidents. T h i s  is

n o t  s c l e l y  » q u e s t i o n  o f  d e t e r m i n i n g  w h e t h e r  the s t r a i n  o n  r e s o u r c e s  wil l  be• «
so g r e a t  as to t h r e a t e n  d e f a u l t  on t h e  bonds. Xt is a l s o  a q u e s t i o n  of  

r e c o g n i s i n g  the t r a d e o f f s  b e t w e e n  the u s e  o f  l i m i t e d  financial r e s o u r c e s  for 

c u r r e n t  o p e r a t i o n s  and t h s i r  use for c a p i t a l  i m p r o vements. T o  t h e  e x t e n t  that 

t h e  state s a d d l e s  i t s e l f  wit h  l o n g - t e r m  c o m m i t m e n t s  to r e p a y  debt, in t imes of



f i n a n c i a l  stress it m a y  b e c o m e  n e c e s s a r y  to f o r e g j  e x p e n d i t u r e s  f o r  d e s i r a b l e  

c u r r e n t  p r o g r a m s  in o r d e r  to m e e t  d e b t  r e p a y m e n t  commit m e n t s .  In i idition, 

g i v e n  tha t  a b i l i t y  to a s s u m e  d e b t  is n o t  limitless, a n y  d e c i s i o n  to i ncur d e b t  

n o w  n e c e s s a r i l y  r e s t r i c t s  the f l e x i b i l i t y  to incur d e b t  later for o t h e r  p r o j e c t s

L i n k e d  to the q u e s t i o n  o f  the f i n a n c i a l  w i s d o m  o f  i n c u r r i n g  d e b t  are a 

series o f  r e l a t e d  t e c h n i c a l  issues. A r e  the b o n d  issues b e i n g  a r r a n g e d  in 

s uc h  a m a n n e r  as to ens u r e  t h e  b e s t  p o s s i b l e  deal for the s t a t e ?  A r e  b o n d  

i ssu e s  c o m p e t i n g  w i t h  o n e  a n o t h e r  a n d  r e s u l t i n g  in high e r  t n a n  n e c e s s a r y  c o s t s ?  

In an e f f o r t  to m a k e  the i s s u e s  m o r e  m a r k e t a b l e  are r e s t r i c t i v e  coven, nts 

b e i n g  i n c l u d e d  w h i c h  limit the a b i l i t y  o f  the state o r  its s u b d i v i s i o n s  to 

c a r r y  o u t  the f u n c t i o n s  for w h i c h  the m o n e y  w a s  r a i s e d ?

F i n a n c i a l  q u e s t i o n s  are r a i s e d  a l s o  by  the fact tha t  d e b t  i s s u e d  i n d e­

p e n d e n t l y  b y  v a r i o u s  l e v e l s  o f  the s t a t e  —  s t a t e  agencies, m u n i c i p a l i t i e s ,  

a n d  p u b l i c  c o r p o r a t i o n s  —  a r e  n o t  I n d e p e n d e n t  in their e f f e c t s  on  the c r e d i t­

w o r t h i n e s s  o f  the d i f f e r e n t  l e v e l s  of g o v e r n m e n t .  In a s s i g n i n g  c r e d i t  r a t i n g s  

t h e  r a t i n g  a g e n c i e s  take into a c c o u n t  the t o t a l  deb t  b u r d e n  o f  an are a  in 

r e l a t i o n  to its resc r c e s  t o  r e p a y  a d d i t i o n a l  debt. If, for examp l e ,  a p u o l i c  

power a u t h o r i t i y  issues l a r g e  a m o u n t s  o f  d e b t  to be repa i d  fr o m  u s e r  charges, 

t h i s  m a y  limit tha a b i l i t y  of a u n i c i p a l  g o v e r n m e n t s  w h i c h  d r a w  o n  the r e s o u r c e s  

of the same r e s i d e n t s  to issue d e b t  o n  f a v o r a b l e  terms. T h i s  fact, that the 

d e c i s i o n s  of  some u nits of g o v e r n m e n t  to a s s u m e  deb t  g e n e r a t e  e x t e r n a l i t i e s ,  

or s p i l l o v e r  effects, for o t h e r  u n i t s  o f  g o v e r n m e n t  a r g u e s  for s t a t e  o v e r­

sight m e c h a n i s m s  w h i c h  at m i n i m u m  c o o r d i n a t e  the a c t i v i t i e s  of the v a r i o u s  

lev e l s  of  g o v e r n m e n t  a s s u m i n g  debt.

In the w o r s t  case, h i s t o r y  h a s  s h o w n  th a t  the inability of a u t o n o m o u s  

p u b l i c  c o r p o r a t i o n s  to m e a t  t heir d e b t  s e r v i c e  c o n a ' c m e n t s  can . w v e  a n e g a t i v e
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impact on the a b i l i t y  of  s tate and m u n i c i p a l  g o v e r n m e n t s  to b o r r o w  money, 

e v e n  w h e n  the c h a r t e r i n g  s t a t e  g o v e r n m e n t  is n o t  l e g a l l y  r e s p o n s i b l e  for 

the d e b t s  o f  its c r e a t i o n s .  W h e n  the U r b a n  D e v e l o p m e n t  C o r p o r a t i o n ,  a N e w  

Yo r k  p u b l i c  c o r p o r a t i o n ,  d e f a u l t e d  on its r e v e n u e  b o n d  paynent'i (which were 

not leg«.l r e s p o n s i b i l i t i e s  o f  the state) the b o n d  m a r k e t  r e s p o n d e d  b y  a v o i d i n g  

all N e w  Yo r k  State and N e w  Yo r k  C i t y  b o n d  issues. T h e  fact t h a t  the bon d  

m a r k e t  e x p e c t s  that state g o v e r n m e n t s  wil l  m a k e  g o o d  o n  the cormnitmei.ts o f  

t h e i r  i n d e p e n d e n t  a u t h o r i t i e s ,  a n d  d o e s  n o t  c l e a r l y  s e p a r a t e  t h e  c r e d i t­

wo r t h i n e s s  of the state f r o m  the c r e d i t - w o r t h i n e s s  of its i n d e p e n d e n t  p u b l i c  

a u t h o r i t i e s ,  is a stro n g  r e a s o n  for s t a t e s  to m a i n t a i n  c o n t r o l s  o v e r  the 

f i n a n c i a l  a c t i v i t i e s  of  t heir p u b l i c  c o r p o r a t i o n s .  T h e  lack o f  s t r o n g  o v e r­

si g h t  and c o n t r o l  m e c h a n i s m s  o v e r  p u b l i c  a u t h o r i t i e s  c a n  lead t o  a d e t e r i o r a t i o n  

ii s t a t e  credit, r e g a r d l e s s  of  the financial s o u n d n e s s  of its o w n  u n d e r t a k i n g s .

D e v e l o p m e n t  A s p e c t s  of  D e b t . A p a r t  from the f i n ancial c o n s i d e r a t i o n s  

s u r r o u n d i n g  the a s s u m p t i o n  o f  debt, b o r r o w i n g  to f i n a n c e  c a p i t a l  i m p r o v e m e n t s  

h a s  a num b e r  o f  d e v e l o p m e n t  c o n s e q u e n c e s  w h i c h  o u g h t  to  b e  c o n s i d e r e d .  D e c i s i o n s  

to inv e s t  in i n f r a s t r u c t u r e  such a s  roads, po r t  and p o w e r  f a c i l i t i e s ,  and 

b u i l d i n g s  s hape the c o u r s e  o f  d e v e l o p m e n t  a c t i v i t i e s  f o r  y e a r s  t o  come. T h e  

e x i s t e n c e  of t r a n s p o r t a t i o n  and other i n f r a s t r u c t u r e  d e t e r m i n e  w h e r e  d e v e l o p­

m e n t  c a n  m o s t  e a s i l y  take place. T h e o e  f a c i l i t i e s  s hape as w e l l  a s  r e s p o n d  to  

p a t t e r n s  of l a r.J uso. T h e  f a s t  p a c e  of  d e v e l o p m e n t  in A l aska, the r e l a t i v e  

p a u c i t y  of infra s t r u c t u r e ,  a n d  the i n t e r a c t i v e  e f f e c t s  of  p r o v i d i n g  f a c i l i t i e s  

and the dem a n d  for f a c i l i t i e s  m a k e  it e x t r e m e l y  i m p o r t a n t  for A l a s k a  t o  ha v e  

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

d e c i s i o n s  on pub l i c  investment.



G i v e n  the l a r g e  r e s o u r c e s  a v a i l a b l e  from oil a n d  gas re v e n u e s ,  w i t h o u t  

p l a n n i n g  there is a great p o t e n t i a l  for m o n e y  to b e  i n v e s t e d  in w a y s  tha t  do  

n o t  c o n t r i b u t e  to l o n g - t e r m  sta b l e  g r owth. A  g r e a t  de a l  o f  c a p i t a l  c o u l d  be 

i n v e s t e d  in f a c i l i t i e s  w h i c h  s e r v e  the r e l a t i v e l y  i m m e d i a t e  n e e d s  o f  p o w e r f u l  

o r  v o c a l  c o n s t i t u e n c i e s  w i t h o u t  p r o v i d i n g  a s e n s i b l e  ba s e  for s u s t a i n e d  growth. 

T h e  ex i s t e n c e  of a num b e r  o f  a u t o n o m o u s  p u b l i c  corp o r a t i o n s ,  eac h  r e s p o n s i b l e  

f o r  c a r r y i n g  out d e c i s i o n s  in its a r e a  (power, r e n e w a b l e  re s o u c e s ,  housing) 

m a k e s  a c o o r d i n a t e d  p a t t e r n  of d e v e l o p m e n t  less likely, b u t  no l e s s  imperative.

ft
T h e  f r a g m e n t e d  a u t h o r i t y  to d e c i d e  o n  c a p i t a l  i n v e s t m e n t  issu e s  m a y  i n c r e a s e  

the a b i l i t y  of special i n t e r e s t s  to i n f l u e n c e  d e c i s i o n s  a n d  secure state and 

a u t h o r i t y  a c tions w h i c h  m a y  not r e f l e c t  the b e s t  use of p u b l i c  c a p i t a l  and 

b o r r o w i n g  capacity.

At the ioual level, a b i l i t y  t o  s u p p o r t  l a r g e  c a p i t a l  p r o j e c t s  n o w  trom 

o i l  a n d  g a s  r e v e n u e s  m a y  not p r o v i d e  s u f f i c i e n t  r a t i o n a l e  for p u r s u i n g  t h o s e  

p r o jects. C a pital p r o j e c t s  are e x p e n s i v e  to  m a i n t a i n  and oper a t e .  If the tax 

bi )e r e m a i n i n g  a f t e r  d e p l e t i o n  of  oil a n d  g a s  r e s e r v e s  is i n s u f f i c i e n t  to s u p­

p o r t  the o p e r a t i o n  and m a i n t e n a n c e  c o s t s  o f  the improvements, local g o v e r n m e n t s  

m a y  find th a t  th e y  are left w i t h  monisnents that the y  are unab l e  to operate.

T h e  res u l t  could well b e  p r e s s u r e  for state s u b s i d i e s  to su p p o r t  the facilities, 

or  t h e  d e t e r i o r a t i o n  of the f a c i lities. T h e s e  c o n s i d e r a t i o n s  shou l d  e n c o u r a g e  

the s tate to take an a c t i v e  rol e  in a d v i s i n g  local g o v e r n m e n t s  o n  the b r o a d a r  

iss u e s  of local i n v e s t m e n t  such a s  l i f e - c y c l e  c o s t s  of  c a p i t a l  facilities, 

l o n g - t e r m  impact, of c a p i t a l  i m p r o v e m e n t s  and h o w  they r e l a t e  to p r e d i c t i o n s  

o f  p o p u l a t i o n  and induttrial g r owth.

W h i l e  the c h o i c e  of a d e v e l o p m e n t  s t r a t e g y  is a  p o l i t i c a l  one, it is 

c lear that the e x i s t e n c e  o f  such a s t r a t e g y  wil l  h a v e  little impact on actual



d e v e l o p m e n t  u n l e s s  the s t a t e  h a s  m e a n s  f o r  m o n i t o r i n g  a n d  d i r e c t i n g  t h e  p a c e  

and d i r e c t i o n  of c a p i t a l  i n v e stment. Bo n d  o v e r s i g h t  p r o c e d u r e s  s h o u l d  b e  

d e s i g n e d  w i t h  the g o a l s  of  p r o v i d i n g  i n f o r m a t i o n  r e l e v a n t  to l o n g - r a n g e  

planning, and g i v i n g  a d v a n c e  w a r n i n g  of  i m p o r t a n t  d e c i s i o n s  to e n s u r e  t h a t  

ca p i t a l  i n v e s t m e n t s  to b e  f j i a n c e d  b y  be .id iss u e s  f i t  into o v e r a l l  state 

d e v e l o p m e n t  plans.

II. Is S tate Bond O v e r s i g h t  N e c e s s a r y ?

One a r g u m e n t  that is m a d e  a g a i n s t  e x p a n d i n g  s t a t e  o v e r s i g h t  o f  the b o n d  

a c t i v i t i e s  of its agencies, p u b l i c  c o r p o r a t i o n s ,  and m u n i c i p a l i t i e s  is that 

the b o n d  m a r k e t  p r o v i d e s  the n e c e s s a r y  a n d  s u f f i c i e n t  a n a l y s i s  of the fi n a n c i a l  

v i a b i l i t y  of  the p r o j e c t s  to  b e  f i n a n c e d  t h r o u g h  bonds. S e v e r a l  p o i n t s  need 

to be  m a d e  in r e s p o n s e  to thi s  claim. T h e  b o n d  m a r k e t  d o e s  not a s s e s s  the 

w i s d o m  o f  the p r o j e c t s  b r o u g h t  to it in the for m  of g e n e r a l  o b l i g a t i o n  b o n d s  

b a c k e d  by  the full faith and c r e d i t  o f  t h e  i s suing s t a t e  o r  l ocal g o v e r nment. 

T h e  bond m a r k e t  m a k e s  a d e t e r m i n a t i o n  o f  the r e l e v a n t  g o v e r n m e n t ' s  a b i l i t y  to 

m e e t  the debt service r e q u i r e m e n t s  o f  the issue, not a d e t e r m i n a t i o n  of the 

w o r t h  of the p r o j e c t  itself. T h e  i n t e r e s t s  of u n d e r w r i t e r s ,  b o n d  coun s e l ,  

and b a n k s  is to pr o m o t e  b o r r o w i n g  u p  to the p o i n t  of the g o v e r n m e n t ' s  a b i l i t y  

to s u pport deb t  p a y ments. T h i s  is n o t  a l w a y s  in k e e p i n g  w i t h  t h e  p u b l i c ' s  

interest in balanced, p l a n n e d  inv e s t m e n t .  E v e n  w h e n  the b o n d  m a r k e t ' s  w i l l i n g­

nes s  to b u y  b o n d s  is an a d e q u a t e  r e f l e c t i o n  of the c r e d i t - w o r t h i n e s s  of  the 

issuing unit, state o v e r s i g h t  c a n  b e  u s e f u l  as a c h e c k p o i n t  in the po l i t i c a l  

p r o c e s s  o f  d e c i d i n g  w h i c h  c a p i t a l  p r o j e c t s ,  wha t  ty p e  of d e v e l o p m e n t ,  to

inve s t  in.
0



In t h e  c a s e  of r e v e n u e  bon d s ,  b a c k e d  b y  t h e  r e v e n u e s  o f  t h e  p r o p o s e d  

project, t h e  b o n d  m a r k e t  d o e s  t r y  to a s s e s s  the l i k e l i h o o d  t h a t  the r e v e n u e s  

•raised w i l l  b e  s u f f i c i e n t  t o  s u p p o r t  the de b t  service. It d o e s  n o t  j u d g e  

tht a p p r o p r i a t e n e s s  o f  the p r o j e c t ,  e x c e p t  insofar as a n y  f i n a n c i a l l y  v i a b l e  

p r o j e c t  is c o n s i d e r e o  to  b e  d e s i r a b l e .  N o r  d o e s  it h e l p  c h o o s e  b e t w e e n  d i f­

fer e n t  p r o jects. However, the b o n d  m a r k e t  has n o t  b e e n  p a r t i c u l a r l y  goo d  e v e n  

at p r e d i c t i n g  those p r o j e c t s  t h a t  w o u l d  r u n  into trouble, such a s  t h e  Urban 

D e v e l o p m e n t  C o r p o r a t i o n .  In a d d i t i o n ,  it is in the i n t e r e s t s  o f  the f i n a n c i a l  

c o m m u n i t y  to c o n t i n u e  f u n d i n g  p r o j e c t s  to w h i c h  a large initial c o m m i t m e n t  

has b e e n  m a d e  in o r d e r  to e n s u r e  tha t  revenues will be g e n e r a t e d  to p a y  o f f  

the bonds. B o n d s  of the W a s h i n g t o n  P u b l i c  P o w e r  Supply S y s t e m  w e r e  still 

r e c eiving A A  and A A A  r a t i n g s  l o n g  a fter l e g i s l a t o r s  a n d  c i t i z e n s '  g r o u p s  b e g a n  

to q u e s t i o n  the fi n a n c i a l  v i a b i l i t y  u f  the p r o jects. However, t h o s e  w h o  w e r e  

h e a v i l y  i n v e s t e d  in the p r o j e c t s  had a stro n g  interest in s e e i n g  t h e m  c o m­

pleted. T h e  j u d g e m e n t s  m a d e  b y  t h e  financial coimnunity on w h e t h e r  to  Inve s t  

o r  c o n t i n u e  to invest in r e v e n u e - b a c k e d  p r o j e c t s  are n o t  a l w a y s  t h e  same as 

t hose that w o u l d  be m a d e  b y  s t a t e  a n a l y s t s  con c e r n e d  w i t h  l i m i t i n g  s t a t e  

liability.

G i v e n  the bond m a r k e t ' s  t e n d e n c y  to v i e w  the c r e d i t  of p u b l i c  c o r p o r a t i o n s  

as u l t i m a t e l y  b a c k e d  b y  t h e  state ( r e g ardless of  the p r e s e n t *  o r  e s s e n c e  of 

"moral o b l i g a t i o n "  l a n g u a g e  in t h e  c h a r t e r i n g  s t atutes), and the f a c t  of a 

c o n t i n u i n g  large s u r p l u s  in the g e n e r a l  fund w h i c h  c o u l d  b e  t a p p e d  in c a s e  o f  

financial dif f i c u l t i e * ,  i n v e s t o r s  a r e  lik e l y  to a p p l y  l e s s  c r i t i c a l  a n a l y s i s  

of financial v i a b i l i t y "  t o  p r o p o s e d  p r o j e c t s  o f  p u b l i c  c o r p o r a t i o n s  than 

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

r e s o u r c e s  by  p r o p o s e d  " s e l f - s u p p o r t i n g "  enterp r i s e s .  T h e  b o n d  m a r k e t  c a n  b e



relied on to provide neither a useful judgement on how capital projects will 

affect development, nor, in many cases, a reliable judgement on the viability 

of self-supporting projects. As it is the state that ult Jnately bears the 

costs and benefits of borrowing decisions, it is only proper that it should 

have an independent capability to assess what the impact of those decisions 

will be on its interests.

From the foregoing discussion we c an define several purposes that bond 

oversight and regulating mechanisms could be designed to serve:

1) To protect the financial health and credit-worthiness 

of the state b y  ensuring that the state and its sub­

divisions do not assume levels of debt that are beyond 

their ability to support, or w h i c h  adversely affect 

the ability of other units of government to borrow

on favorable terms.

2) To gather information and provide advice so that the 

borrowing of the state, p ublic corporations, and m u n i c i­

palities ir'y be arranged on terms most advantageous to 

the state and its residents.

3) To provide a means of coordinating the capital improve­

ments activities of various levels of government by 

incorporating them into state development plans, or by 

providing input into other state agencies charged with 

this responsibility.

Alaska currently has no single point where information on state agency, 

public corporation, and municipal debt is collected and analyzed. The state 

exerts little influence on municipal decisions to borrow, and has only limited 

information on and control over the ca. .tal borrowing of its public c o r p o r a­

tions. The state does control the technical aspects of general obligation 

bond issues of its state agencies through the State Bond Committee. However, 

as municipal and corporation debt are c irrently more than three times state 

general obligation debt, and as projected public corporation borrowing in 1982



w il l  b e  five t i m e s  s t a t e  b o r r o w i n g ,  it is c l e a r  that the S tate Bon d  C o m m i t t e e  

h a s  j u r i s d i c t i o n  o v e r  o n l y  a anall p a r t  o f  A l a s k a ' s  p u b l i c  b o r r o w i n g .

T h e r e  is b o t h  a n e e d  a n d  r o o m  to im p r o v e  A l a s k a ' s  o v e r s i g h t  a n d  c o n t r o l  

of the bon d  a c t i v i t i e s  of  i t s  ag e n c i e s ,  p u b l i c  c o r p o r a t i o n s ,  a n d  m u n i c i p a l  

g overn m e n t s .  I m p roving A l a s k a ' s  b o n d  o v e r s i g h t  and c o n t r o l  p r o c e d u r e s  s h o u l d  

b e  v i e w e d  as an  i n v e s t m e n t  in  p r e v e n t i v e  medicine. E v e n  t h o u g h  the s t a t e ' s  

c r e d i t  is n o w  go o d  a n d  g l a r i n g  f i n a n c i a l  p r o b l e m s  d o  not exist, if r e g u l a t o r y  

a c t i o n  is p o s t p o n e d  until p r o b l e m s  b e c o m e  o b v i o u s  the d a m a g e  w i l l  a l r e a d y  have 

bee n  done.

M u n i c i p a l  B o r r o w i n g . T o t a l  m u n i c i p a l  d e b t  in A l a s k a  is §1,091 m i l l i o n ,  

larger than the s t a t e ' s  t otal  g e n e r a l  o b l i g a t i o n  debt. M u n i c i p a l  g o v e r n m e n t s  

are l i k e l y  tn c o n t i n u e  t o  n e e d  t o  b o r r o w  substantial sums in t h e  future. A l­

th o u g h  the A l a s k a  D e p a r t m e n t  of C o m m u n i t y  and Regional A f f a i r s  c o l l e c t s  and 

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

i n f o r m a t i o n  is not uti ized for p l a n n i n g  purpo s e s  or as a m e a n s  of l i m i t i n g  

m u n i c i p a l  debt.

M u n i c i p a l  g o v e r n m e n t s  fa c e  a n u m b e r  of  p r o b l e m s  in i s s u i n g  debt. T h e y  

are at a d i s a d v a n t a g e  w h e n  t h e y  e n t e r  the bond m a r k e t  to issue r e l a t i v e l y  small 

a m o u n t s  of bonds. F e w  local g o v e r n m e n t s  have the c a p a b i l i t i e s  to d e s i g  and 

c a r r y  out bond i s s u e s  most a d v a n t a g e o u s l y .  M a n y  end up p a y i n g  too m u c h  for 

financial a n d  legal advice. Local g o v e r n m e n t s  g e n e r a l l y  d o  not h a v e  s o p h i s­

tic a t e d  a c c o u n t i n g  systems, n o r  c a p a c i t i e s  for p r o j e c t i n g  fut u r e  n e e d s  or  the 

c o s t s  of  c a p i t a l  i n v e s t m e n t s  a c c u r a t e l y .  T h e  state, by i m p r o v i n g  its o v e r­

sig h t  and a d v i s o r y  c a p a c i t y  o v e r  m u n i c i p a l  bo r r o w i n g  a c t i v i t i e s ,  c o u l d  r e d u c e  

the eff e c t i v e  cos t  of b o r r o w i n g  for m u n i c i p a l  g o v e r n m e n t s  and i m p r o v e  their 

b o r r o w i n g  decisions.



The A l a s k a  M u n i c i p a l  Bo n d  B a n k  is a l r e a d y  p l a y i n g  an  i m p o r t a n t  rol e  in 

i m p r o v i n g  the a b i l i t y  o f  small m u n i c i p a l  g o v e r n m e n t s  to b o r r o w  chea p l y .  The 

B o n d  Bank sells b o n d s  oi» the n a t i o n a l  m a r k e t  and u s e s  t±.® p r o c e e d s  to b u y  the 

b o n d  issues of  m u n i c i p a l i t i e s .  It h a s  r e c e i v e d  a p p r o p r i a t i o n s  to  r e d u c e  the 

r a t e  of inte r e s t  it c h a r g e s  local g o v e r n m e n t s  b e l o w  the r a t e  at w h i c h  it 

borrows. However, Bond B a n k  i n d e b t e d n e s s  of r o u g h l y  S83 m i l l i o n  is a small 

f r a c t i o n  of total m u n i c i p a l  d e b t  of $1,091 million. A  l a r g e  a m o u n t  of  m u n i c i p a l  

b o r r o w i n g  thus goes o n  w i t h o u t  the a d v i c e  and c o o r d i n a t i o n  of t h e  M u n i c i p a l  

\  Bond B a n k .

A l t h o u g h  it is u n l i k e l y  that t h e  d e f a u l t  of a small m u n i c i p a l  g o v e r n m e n t  

w o u l d  have a large imp a c t  o n  s t a t e  credit, the s tate has an i n t e r e s t  in e n s u r i n g  

the soundness of local i n v e s t m e n t  d e c i s i o n s .  Local g o v e r n m e n t s ,  o v e r c o m e  by 

the sudden r i c h e s  of  oil revenues, m a y  be tempted i n t o  i n v e s t i n g  in ca p i t a l  

p r o j e c t s  for w h i c h  t here is n o  s i g n i f i c a n t  need, or which, eve n  if needed, will 

r e q u i r e  large o p e r a t i o n  and m a i n t e n a n c e  a p p r o p r i a t i o n s  w h i c h  the g o v e r n m e n t s  

m a y  not be abl e  to s u p p o r t  a f t e r  the booms. T h e  b u r d e n  wi l l  t h e n  fall t o  the 

s t a t e  to  m a i n t a i n  the f a c i l i t i e s  w i t h  state funds. It is a d v i s a b l e  for the 

s t a t e  to have financial a n d  p l a n n i n g  advi s o r s  a v a i l a b l e  to local g o v e r n m e n t s  

w h o  c a n  h e l p  the m  m a k e  c a p i t a l  b o r r o w i n g  d e c i s i o n s  w i t h  t hese f a c t o r s  in mind. 

O ne way of i n c r e a s i n g  s tate o v e r s i g h t  would be to r e q u i r e  local g o v e r n m e n t s  

to submit all p l a n n e d  b o n d  issues to the ntate 'or a p p r o v a l  or, at least, for 

comment. A  logical home far the/e f u n c t i o n s  would b *  'he S t a t e  Bond Commi t t e e .  

Its role c o u l d  be e x p a n d ' d  to p r o v . d e  adv i c e  to  localities, a p p r o v e  t heir 

bond Issues, c o o r d i n a t e  the tim i n g  of issues, and k e « p  r e c o r d s  o f  m u n i c i p a l  

debt.



Public Corporation B o r r o w i n g . The report of the Institute of Public 

Administration entitled Alaska's Public Corporations: A Framework for Assessment 

discusses in seme detail many of the issues that need to be considered with

regard to the activities of these bedies and the state's role in overseeing

•

their actions. Without repeating a_l the findings it m a y  be useful to point 

out some of the issues relating to the debt and state oversight of public 

it.'oora ions. Alaska's public corporations, as of June 30, 1981, had debt *

principal outstanding of more than $1,400 million, more them twice the state's 

general obligation debt. New borrowing by these corporations is expected to 

exceed $1,000 million this year, while n ew general obligation borrowing by the 

state was $200 million. In addition, public corporations cannot borrow o n  as 

favorable terms as the state. Differences in the rating i and terms of state 

general obligation bonds, and those of public corporation bonds in general 

make the cost of borrowing for public corporations significantly higher than 

for the state. Since the state and its residents ultimately pay the higher 

coats of public corporation borrowing, it is important fot the state to have 

a means of evaluating, coordinating, and controlling the issuance of debt by 

its public corporations.

The levels of debt being accrued by public corporations should be a matter 

of concern, particularly given tho impact such borrowing can have o n  state 

credit. Although Alaska's public corporations are legally separate from the 

state, a number of factors would make it practically impossible for the state 

to avoid cosnirtlng its resources to bailing out public corporations should 

they run into dlfl .cuity meeting their debt services. The fact that Alaska 

has provided capital appropriations and/or subsidies to each of its public 

corporations, and is involved in lease-back arrangements with several, makes



the separation of state and public authority responsibility for debt of the 

authorities problematic. A failure of one of these corporations would 

probably have, at minimum, a short-term negative impact on the state's credit 

rating, just as N e w  York's credit was affected by the failure of the Urban 

Development. Corporation. If the state refused to take part in refinancing 

lo.ins and providing subsidies the adverse reaction of investors would probably 

be more drastic and longiasting.

Another reason for the state to take a more active role in overseeing the 

activities of its corporations is that if the high level of authority borrowing 

is not properly coordinated, state and public authority bond Issues m a y  compete 

with one another, to ♦ detriment of both, rinelly, the large amount of 

borrowing for capital improvements being carried out by Alaska's public 

authorities necessarily means that a large fraction of the decisions relating 

to the speed and direction of development in the state is being carried on by 

these authorities. It is in the public interest to ensure that Alaska maintains 

mechanisms for reviewing and Influencing the decisions of its public authorities. 

Ideally, all important development decisions of public authorities would be 

subject to prior public debate and would be required to fit into the state's 

development strategy.

III. Debt Oversight Mechanisms Used by Other States

Although Alaska's current situation of financial health is unparalleled 

among the other 41 states, lt is hoped that the foregoing discussion has 

pointed to reasons why Alaska oould benefit from developing more forms 1 and 

extensive methods of debt oversight than presently exist. Obviously, Alaska's 

vast resources and m a l l  copulation make its situation unique, and any new



debt oversight mechanisms must be tailored to meet its specific ne».ds. However, 

other states with longer histories have been concerned with levels of state, 

municipal, and public corporation debt, and have implemented a variety of 

mechanisms to deal wit h  the problem which m ay serve as useful examples —  both 

positive and negative —  for Alaska. The mechanisms used range from almost 

nonexistent, to legislative or executive department responsibility for auditing 

oooks and reviewing budgets of political subdivisions, to i variety of insti­

tutional boards charged with reviewing or approving issuance of debt b\ public 

corporations and/or municipalities, to statutory or constitutional limitations 

on debt, to even absolute constitutional prohibition on state debt (Nebraska).

Tne following states have been c hosen to illustrate the range of bond 

oversight mechanisms currently in use. Those examples have been selected 

from references in the literature and do not represent a comprehensive search 

of the mechanisms of all states. Although statutory or constitutional debt 

ceilings are ccsmeon, because they are rather blunt l n s t r w e n t s  more emphasis 

has been placed on examining other institutional m e t hods of overseeing debt 

activities. It is wo r t h  noting that "bond o v e r s i g h t” is a brwsd '-erm that 

falls under the Jurisdiction of different agencies and boards in different 

states. The variety of constitutional and statutory limits on tha issuai.ee 

of debt by state agencies, municipalities, and public corporations, and the 

d iffering extent to wh i c h  corporations and siunicipalities are used to finance 

capital improvements in different states, ma k e s  generalisations difficult. 

However, certain com m o n concerns emerge, as well as some examples which may 

b e  useful as models for Alaska.

M i c h i g a n . Michigan has a relatively forceful mechanism for regulating 

the acciaeulat ion of debt by its agencies, municipalities, and public authorities



in its Municipal Finance Commission. The mission of the Commission is to 

protect the credit of the state and its municipalities. To carry out this 

r esponsibility the Commission is given the power to approve or disapprove all 

bond issues (short and long-term, general obligation and revenue) of state 

agencies, municipal governments, and public corporations. Any of these units 

wishing to issue bonds must submit a plan to the Commission's staff which, 

after reviewing the proposed project and its financing, makes a recommendation 

to the Cosmission. The staff considers such questions as the need for the 

facility, revenue projections, cost estimates, and the amount of debt already 

outstanding in order to make a judgement on the financial viability of the 

project. If they have objections to parts of the proposal they inform the 

issuing agency and try to work out satisfactory arrangements. The Commission, 

consisting ot the Attorney General, State Treasurer, and Superintendent of 

Public Construction, meets each week to vote on proposed bond issues.

The Coonission takes a strict view of the types of financing that are 

allowable. Methods not specifically approved in the statutes are considered 

suspect. Once projects have been approved there is some monitoring of agency 

compliance. Each agency is required to submit yearly audit reports. Compliance 

with this rule is good, in part because the penalty for non-compliance can be 

withdrawal of state funds. However, due to staff limitations and inadequate 

enforcement mechanimns the Commission haa little ability to monitor whether 

a g e n d a s  comply wi t h  the terms of the approval orders. The staff will provide 

technical and planning assistance to local governments if asked, but is not 

often asked to do so.

The biggest complaint of the Commission staff is that the Commission has 

insufficient legal power (and insufficient staff) to enforcs the terms of its



approval orders. They would like to be able to better monitor such things 

as whether rate structures are. being set which are sufficient to generate 

revenues to cover debt service. Where they find that the local agency is not 

complying they would like the power to take enforcemen. action. One proposed 

mechanism would be to give the State Treasurer, upon recommendation of the 

Consnission, the power to withhold state revenues from agencies or municipalities 

which are not complying wit h  the terms under which they received approval to 

issue bonds.

In general, the Commission is viewed as successful in performing its 

task, and effective in weeding out unwise or financially unsound borrowing 

projects. It is one of the most comprehensive oversight me c h a n i s m s  in the 

country, since all local, state agency, and most authority debt comes under 

its scrutiny.

New Y o r k . In the wake of the adverse effoct o n  state and city credit 

that resulted from the financial difficulties of the Urban Development 

Corporation in 1975-76, it is not surprising that N e w  York has taken a nisnber 

of steps to gain greater control over the activities of its public c o r pora­

tions. The most important step was the creation in 1976 of the Public .«ithori- 

ties Control Board (PACB). The Board consists of a chairman appointed by the 

governor who has always been the Budget Director, along with the chairmen of 

the Assembly Ways and Means Committee and the Senate Finance Committee. Some, 

but not all, of the largest public authorities fall under the jurisdiction of 

the Board and must submit applications to Ismie bonds to the PACB for approval. 

T h e  Board's primary interest is in evaluating the financial viability of the 

projects, and in determining that the bonds will be properly secured and will 

not result In future claims on state resources.



Although this mechanism provides some check on public authority borrowing 

that could affect stato credit, there is some criticism that the PACB does not 

consider all the relevant factors in evaluating proposed projects. One reason 

is that staff resources cure too limited to perform in-depth analyses of all 

proposals. Another criticism has been that the PACB does not have power over 

all public authorities, and that some of the larger ones are outside its c on­

trol. Ir. .lly only a few authorities thought to b e  in trouble were included. 

Others have been added, but many have used their influence to maintain their 

a u t o n o m y .

All authorities under the Public Authorities Act (which includes most, 

but not all, state authorities) are required to submit annual budgets to the 

Division of Budget and to the legislative fiscal committees. In fact, c o m­

pliance with chis regulation is uneven. The Comptroller can audit the books 

of eacn authority and ask for relevant financial data. Some authorities are 

reluctant to provide all the information requested by the Comptroller. Those 

authorities which receive appropriations from the state must have new projects 

added to a list of approved projects b y  legislative a c i o n .  Thus a final 

means of d railing undrsired projects is for the governor to veto additions 

to the list.

Another mechanisu of N e w  York is designed to improve the terms on which 

state agencies and public authorities borrow. In 1977 the state established 

the New York State Securities Coordinating Committee. The Committee is 

composed of the heads of ter. uf the state's largest authorities along with 

tha Budget Director and State Comptroller. Thu purpose of the Committee is 

to coordinate the scheduling of bond issues of the state and authorltias in 

order to minimise competition, enhance the marketability of tha obligations 

and raisa capital more efficiently. Although the Committee has eliminated



the worse inefficiencies, some b e l ieve that it should be expanded to include 

all authorities and a me n s  devised for coordinating the scheduling of state 

and authority debt w i t h  municipal borrowing plans.

The oversight mechanisms employed in N e w  York emphasize the financial 

integrity of authorities. Overall development direction embodied in authority 

decisions are not a major concern. T h e  budget and audit procedures are viewet 

as ways of ensuring sound management and keeping the state informed of plans 

so that problems such as those which arose from UDC debt do not occur again. 

Although the lenal requirements for reporting budgets and providing financial 

i n f o m a t i o n  are clear, there is less than full compliance. Moreover, it is 

dou’ ^ul that th' agencies receiving the data have sufficient staff resources 

to evaluate it effectively.

V e r m o n t . Vermont has very few public authorities. It has a Municipal 

Bond Bank similar to Alaska's which helps package small municipal bond issues 

to obtain better terms. Most of the state's debt, howev.r, is in the form of 

general obligation bonds. In 1975, as a result o f  the state losing its AAA 

bond rating, the legislature passed a statute which limits the amount of new 

state debt that can Lc issued to 90% of the amount to be retired <n that year. 

The effect of this statute is p r o g ressively to reduce the amount the state can 

borrow in any year (eventually to 0). Inflation has exacorbated the effects 

of this rule. While the law was intended to slow the growth of debt, it is 

beginning to have undesired consequences: l) Needed capital improvements are 

beino put off. The resulting backlog will be difficult to finance once the 

law is modified, and will result in uneven debt service reo ’irements. 2) C a p i­

tal improvements which should be paid for over a number of years are competing 

with current programs for limited appropriations. Many in Vermont now believe



that the debt limit is far too restrictive and is distorting investment 

decisions. It is likely that it will be repealed before long. Such conse­

quences demonstrate the need for careful consideration of the forms oversight 

and limitations of debt should take. Poorly designed statutes may create 

problems as severe as those they were intended to alleviate.

The restrictive borrowing policy outlined above contrasts sharply with 

the capital planning effort being carried out in the Vermont State Planning 

Office. Since 1977, every two years each state agency is required to submit 

a 10-year capital facilities plan in w h i c h  “hey list by order of priority their 

projected capital needs. A  detailed two-year plan is also required. According 

to those in the Planning Office this information enables t.em to devise a 

capital investment itrategy which is Li keeping with the development goals of 

the executive branch. It facilitates the examination of projects to see if 

they meet identifiable needs, the identification of deferred maintenance p r o b­

lems, and consideration of long-term operation uvi r.intenance requirements. 

Finally, b y  bringing together projected capital requirements in one place it 

provides a basis for legislative discussions on appropriations and the need 

for bond issues. It is noped that this planning will provide some of the 

impetus to liberalize the state's debt limitation.

New J e r s e y . In 1975, due to the failure of five bond proposals at the 

polls, the Governor of N e w  Jersey created the N ew Jersey Coamiission of Capital 

Budgeting and Planning. The Commission is composed of four private citizens, 

four members from the Executive and four members frost the Legislature. The 

mandate of the Commission is to review tha capitel plana of all state agencies 

and all legislation that has a capital Impact in order to create an annual



capital plan for the state which evaluates the state's needs for capital 

investments and recommends ways of financing needed investments. The C o m­

mission has evidently brought some coherence to the process of capital planning. 

Commission recommendation has become a near prerequisite for legislative c o n­

sideration of capital legislation. In addition, 11 of 12 bo n d  proposals 

recamr nded by the Commission have passed at the polls.

Although the Comnission technicallj nas the power to r eview a n d  make 

recommendations on the capital plans of state authorities, as a practical 

matter man - authorities do not supply requested financial plans. As a result, 

the Commission has little impact on the decisions of public authorities. The 

Comnission Director cited inadequate staff and the political power of the 

authorities as reasons why authorities are not coming under the watch of the 

Commission. Thus, while the C o m mission has improved New Jersey's ability to 

develop priorities for state capital expenditures, aid to evaluate state bond 

proposals, lt has not been a m echanism for bringing the debt of municipalities 

or public authorities under state scrutiny.

Pennsylvania. One unique feature o f  Pennsylvania's debt structure is tho

role played b y  the more than 2300 municipal authorities. Most of these

authorities are created to build schools, sewers, or water facilities for 

municipal governments. Most of them are "lease-back" authorities in which 

the revenue bonds issued by the authority are guaranteed by rental agreements 

with the local government. After the debt is repaid title to the facility 

passes from the authority to the local government.

After enactment of the Municipal Authorities Act of 1935 authorities

became a popular w ay of circumventing tho constitutional debt limit on local



govern m e n t s .  T h e  c o u r t s  h e l d  that c o n t r a c t u a l  a g r e e m e n t s  to ren t  f a c i l i t i e s  

d i d  not c o u n t  as deb t  for p v r p o s e s  of the debt c e i l i n g s  a n d  v’->ve not su b j e c t  

to r e q u i r e m e n t s  for v o t e r  approval, e v e n  t h o u g h  t a x p a y e r -  were just a s  o b l i g a t e d  

to p a y  for f a c i l i t i e s  so fina n c e d  as  t h e y  w e r e  for f a c i l i t i e s  f i n a n c e d  b y  

m u n i c i p a l  g e neral o b l i g a t i o n  debt. T h i s  c o n v e n i e n t  legal f i c t i o n  l e d  to the 

c r e a t i o n  of h u n d r e d s  o f  m u n i c i p a l  a u t h o r i t i e s  and g e n e r a t e d  a b o o m i n g  b u s i n e s s  

for local bo n d  l a wyers and underwriters.

A  c o n s t i t u t i o n a l  a m e n d m e n t  in 1968 a n d  the L o c a l  G o v e r n m e n t  U n i t  De b t  A c t  

o f  1982 s i g n i f i c a n t l y  r e d u c e d  the i n c e n t i v e  to c r e a t e  m u n i c i p a l  a u t h o r i t i e s  

b y  c h a n g i n g  the d e b t  c e i l i n g  from a p e r c e n t a g e  of a s s e s s e d  p r o p e r t y  v a l u e s  to 

a p e r c e n t a g e  o f  total m u n i c i p a l  revenues, r e m o v i n g  the d e b t  c e i l i n g  e n t i r e l y  

for deb t  a p p r o v e d  by  voters, a n d  c o u n t i n g  a u t h o r i t y  d e b t  th a t  is g u a r a n t e e d  

b y  m u n i c i p a l  rents or s u b s i d i e s  as m u n i c i p a l  debt. T h e s e  c h a n g e s  i n c r e a s e d  

t he f l e x i b i l i t y  of m u n i c i p a l  f i n a n c i n g  o p t i o n s  and d e c r e a s e d  the a d v a n t a g e s  

of c r e a t i n g  m u n i c i p a l  a u t h o r i t i e s .  Noneth e l e s s ,  m u n i c i p a l  a u t h o r i t i e s  are 

still f l o u r i s h i n g  d e s p i t e  fi n a n c i n g  c o s t s  that a r e  h i g h e r  than those m u n i c i­

pa l i t i e s  t h e m s e l v e s  incur for similar purposes. T h i s  is p r o b a b l y  d u e  in part 

to  g r e a t e r  legal and financial f l e x i b i l i t y  of  m u n i c i p a l  author i t i e s ,  a n d  in 

p a r t  t o  the c o n t i n u i n g  financial i n t e r e s t s  local b o n d  lawyers, u n d e r w r i t e r s  

and b a n k e r s  ha v e  in p r o m o t i n g  m u n i c i p a l  a u t h o r i t i e s .

For y ears the a c t i v i t i e s  of m u n i c i p a l  a u t h o r i t i e s  w e r e  b e y o n d  the j u r i s­

d i c t i o n  of any state agency. Wit h  t h e  statutory c h a n g e s  the D e p a r t m e n t  of 

C o m m u n i t y  A f f a i r s  was g i v u n  r e v i e w  p o w e r  ov e r  b o r r o w i n g  o f  local g o v e r n m e n t s  

a n d  m u n i c i p a l  a u t h o r i t i e s  w h i c h  d r a w  their r e v e n u e s  fro m  rent p a y m e n t s  of 

m u n i c i p a l  g o v ernments. In p r a ctice, b e c a u s e  of tha large number of m u n i c i p a l  

g o v e r n m e n t s  and m u n i c i p a l  authorities, r e v i e w  is m i n i m a l .  T h e  D e p a r t m e n t  of



C o m m u n i t y  A f f a i r s  t e n d s  to b e c o m e  i n v o l v e d  o n l y  w h e n  a local g o v e r n m e n t  get s  

i nt o  d i f f i c u l t y  in m e e t i n g  its d e b t  s e r v i c e  p a y ments.

T h e  P e n n s y l v a n i a  e x a m p l e  i l l u s t r a t e s  h o w  an a r b i t r a r y  d e b t  ceiling, 

d e s i g n e d  to l i m i t  local debt, led to  e f f o r t s  to c i r c u m v e n t  the c e i l i n g  which, 

a i d e d  b y  judicial a p p r o v a l  a n d  l ocal b u s i n e s s  fi n a n c i a l  i n c e ntives, f o s t e r e d  

a s y s t e m  o f  local d e b t  that w a s  l e s s  c o n t r o l l e d  t h a n  the o n e  it re p l a c e d .  R e c e n t  

c h a n g e s  in the l a w  have served to r e - e s t a b l i s h  some state control, b u t  the 

bon d  a c t i v i t i e s  of  s t a t e w i d e  and r e g i o n a l  a u t h o r i t i e s  r e m a i n  b e y o n d  the j u r i s­

d i c t i o n  o f  state agencies.

North C a r o l i n a . Of the states surveyed, North Carolina maintains the most 

stringent controls over the borrowing activities of its municipalities and 

public authorities. Since 1931 cities, counties, and public authorities have 

had to submit proposed bond issues to the Local Government Commission for 

approval. The Local Government Commission, in addition to evaluating the 

proposals, puts together the necessary dociments, sells the bonds (as well as 

all state bonds), and monitors repayment. In evaluating the proposals the 

Commission looks at financial criteria, such as whether the costs are reasonable 

and whether the unit issuing the debt can afford it, but they also look at 

factors such as the need and demand for the facilities. In the case of 

revenue-backed projects they require that feasibility studies be submitted.

In monitor ing d< bt repayment the Commission requires that each unit 

submit a yearly independent audit. Each unit must report regularly that it 

is meeting its debt service payments. If problems in meeting debt payments 

develop, the Commission is empowered to issue mandatory tax orders (for 

general obligation bonds) and, if necessary, to take over the management of



t h e  l o c a l  unit. In its hi s t o r y  the C o m m i s s i o n  h a s  i s s u e d  o n l y  o n e  tax order 

and h a s  n e v e r  t a k e n  o v e r  local m a n a g e m e n t .  In general, its m o n i t o r i n g  is good 

e n o u g h  t o  a l l o w  it to  i d e n t i f y  p o t e n t i a l  d i f f i c u l t i e s  in a d v a n c e  and to wo r k  

w i t h  l ocal o f f i c i a l s  to r e c t i f y  any p r o blems. A l t h o u g h  m o s t  local u n i t s  retain 

th e i r  o w n  b o n d  c o u n s e l  to wo r k  on  b o n d  issues, the Local G o v e r n m e n t  C o m m i s s i o n  

p r o v i d e s  free a d v i s i n g  a n d  a u d i t i n g  s e r v i c e s  to any unit t h a t  r e q u e s t s  it.

Hav i n g  b o n d  approval, sale and m o n i t o r i n g  f u n c t i o n s  l o c a t e d  in one a g e n c y  

a l l o w s  N o r t h  C a r o l i n a  t o  c o o r d i n a t e  and c o n t r o l  the b o r r o w i n g  o f  its sub-

I
d i v i s i o n s  m o r e  r e a d i l y  t h a n  m a n y  o t h e r  states. Suc h  c e n t r a l i z a t i o n  lim i t s  the 

a u t h o r i t y  of l o c a l  g o v e r n m e n t s  and p u b l i c  a u t horities, b u t  thr d e g r e e  t o  w h i c h  

m u n i c i p a l i t i e s  and p u b l i c  a u t h o r i t i e s  the c o n t r o l s  a n d  r e p o r t i n g  r e q u i r e­

me n t s  e x c e s s i v e  is not known. A l t h o u g h  h a v i n g  the state sell all b o n d s  m a y  

p r o v i d e  some o f  the b e n e f i t s  to small u nits that a b o n d  b a n k  p r o v i d e s  in other 

states, t h e  f i n a n c i a l  a d v a n t a g e s  and d e s i r a b i l i t y  of h a v i n g  the state m a r k e t  

all b o n d  iss u e s  are d e batable.



R ecom m en da tio n s

Oversight of Public corporations

1. Alaska should create a formal mechanism for overseeing and regulating 

the financing and development activities of all public corporations in the 

state. This mechanism could take the form of a new committee, wi t h  representa­

tion from the Executive and Legislative branches, similar to the Public 

Authorities Control Board in New York. Or, the role and powers of the State 

Bond Committee could be expanded to include oversight of public authorities.

2. Tie board or committee designated to oversee public authorities 

should have the authority:

a. To disapprove or alter the terms, covenants, and timing or‘ 

bonds to be issued by public corporations.

b. To set rules and issue orders, including rules governing 

the disclosure of financial information to the rating agencies 

and investors.

c. To receive and review audits, financial reports, and 

capital budgets already required under existing statutes.

d. T r> impose appropriate sanctions for failure to comply 

with reporting requests or the terms of orders approving 

the sale of bonds.

3. If the State Bond Comnittee is chosen as the appropriate vehicle, 

consideration should be given to e x panding its membership to include members 

o the legislature. Since “he Committee, to be most effective, must have



significant power to approve or disapprove bon d  issues, participation b y  bo t h  

the executive and legislative branches is desirable in order to make the 

Committee's actions credible and to help prevent charges of abuse of authority.

4. The effective functioning of this oversight mochanism depends on the 

provision of teennical staff sufficient to evaluate the financial viability 

and desirability of proposed capital projects. Whatever structure is chosen 

additional resources will need to be provided as current staff of the Bond 

Committee is .nsufficient to take on these additional duties.

Oversight of Municipal Governments

1. The state's interests in overseeing the borrowing a-rtivities of 

municipalities are:

a. To reduce the cost of borrowing for local governments.

b. T o  prevent borrowing d ecisions that may result in dete r i o r a­

tion of municipal or state credit, or wh i c h  m ay laid to future 

claims on state .esources.

c. To collect information which can provide the basis for 

coordinating the issuance of debt at all levels of government 

in the state, and which can be used for long-rang** planning.

2. T he Alaska Municipal Bond Bank is carrying on a number of activities 

designed to facilitate borrowing by small municipalities. The Bond Bank 

handles only a fraction of municipal borrowing. There is room to expand J-s 

activities so that they cover more municipal borrowing.

3. The state's interest in protecting its credit and tha credit of its 

municipalities, as well as limiting demands for future subsidies are reasons



to consider making proposed local bond issues subject to approval of an e x­

panded State Bond Committee described above. Although the need for such

oversight is not as pressing as for oversight of public corporations, i : could
*

prove beneficial to both the state and municipalities. North Carolina and 
*

Michigan have used similar mechanisms for many years. They have proved useful 

in identifying ill-conceived borrowing projects, and by providing monitoring 

of debt repayment have helped give advance warning of impending problems which 

the state can take action on.

Long-range Planning

The role of an expanded State Bond Committee, or Authorities Control board, 

should not be viewed simply as that of ensuring the financial soundness o f  incur­

ring debt. Decisions to b orrow for capital improvements which affect not only 

the financial situation of the state and its residents, but also the shape of

development for years to come should bo subject to public debate and control.

It would be desirable for the State Bond Committee to work closely with the 

Division of Policy Development and Planning to ensure that capital borrowing and 

expenditure activities of statu agencies, municipal governments, and public 

corporations fit into a coherent plan for state development. Consideration 

should be given to petiodically compiling a statewide S-year or 10-year capital 

investment plan similar to the ones utilized in Vermont.

The recommendations above vest quite a lot of power in an expanded State

Bond Committee, or Public Authorities Control Board. However, if T1 .ska is to 

d e v elop a sound debt policy lt must have the authority to gather relevant infor­

mation. Moreover, it must have the authority to act on that information when 

analysis indicates that assuming addlt'-mal debt is either financially unsound, 

or doe s  not serve a desired public ourpose.



Mechanisms for Influencing the Activities of Public Authorities*

Ways that the state can exert influence over its chartered entities 

include powers of appointment, legislative action, executive supervision, 

court review, local approval, and voter control.

Powe-.s of A p p o i n t m e n t . The statutes which create public corporations 

usually specify the composition of their board of directors, their terms, and 

which officials are r er~ ~msible for appointing them. Although theoretically 

government officials can influence the o r i e n tation of public authorities by 

judicious appointments, as a practical matter these appointments art -*ften 

made as political rewards or trades. Th.s limits the influence an appointing 

official can have over tie decisions made b y  the corporation. Staggered terms 

make it difficult for newly elected officials to change the direction of the 

boards they inherit. Occasionally elected officials have the power to veto 

decisions of authority bc*rds. T*o usual m e chanism is for board decision* to 

take effect unless vetoed yj the official. Effective uje of the veto povc^ 

depends o n  up-to-date review of authority board m i n utes —  no small task. 

A u thority boards can often shield important decisions from review by simply 

making them off the official record or administratively.

Legislative A c t i o n . The legislative bodies which create authorities by 

statute have the power to amend the enabling statutes. This power is often 

limited b y  difficulties inherent in changing the rules of authorities with 

bonds outstanding. However, if tho interests of bondholders are protected 

there is no reason why legislatures should not alter the form or mandates of

T his section is in large part summarised from A . H . Walsh, The Public*s 

B u s i n e s s , pp. 278-113.
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their public authorities. Such flexibility is needed to ensure that authori­

ties d o  not become ossified and outlive their usefulness. The power of 

appropriation, which legislatures wield over state agencies, is more limited 

when corporations a re largely self-supporting. One way of increasing such 

control is to require all agencies w h i c h  receive subsidies or loams from the 

state to submit their budgets for approved, and be' subject to audits. However, 

legislative oversight of corporation decisions is probably even more difficult 

to carry out effectively than supervision by executive agencies.

The legislature's greatest influence over the activities of public c o r pora­

tions comes at the time they are established. C l e arly detlned missions and 

powers, as well as rules for reporting financial plans and budgets, and being 

audited can make control after establishment of public authorities far easier, 

since many important authority decisions are made Incrementally. Keeping watch 

over the day-to-day operations, a n d  predicting actions is probably handled much 

more easily by state agencies responsible fox the authority's activltiss than 

by lsgislative coonittses which are following currant legislation.

Supervision by Exocutive A g e n c i e s . Statutes cresting public authorities 

often specify types of supervision over them by exocutive agencies. Th* oust 

common arei requirements for submission of budgets to budget offices and 

legislative cummittees, powers of audit granted to comptrollers, review of 

bond prospectuses b y  the attorney general's office, and power to approve or 

limit bond issues and coordinate activities vested in special commissions or 

line departments.

Requiring public authorities to submit their budgets for prior approval 

to tha stats's budget office and appropriate Lsgislative committees is s 

potentially powerful means of gaining information and influencing authority



decisions. Requiring capital budgets to be submitted is one w ay to coordinate 

the long-run capital plans of public authorities w i t h  state goals.

Requirements that authorities be subject to financial and performance 

audits is another way for the state to keep itself appraised of the financial 

health and efficiency of organizations whose decisions can significantly 

affect state credit.

Placing authorities within the jurisdiction of regular state departments 

(as Alaska h as done) is still another way for the state to keep informed on 

authority activities and exert control. However, to be effective the regulatory 

power o f  the department, especially the relationship between decisions made by 

the authority's board of directors and the department's review and/or veto 

power, need to be clearly defined.

Although legislators may see little need to review the budgets of 

authorities w h i c h  do not utilise large state appropriations, the ability of 

these corporations to take actions which place an implicit lisn on state funds, 

and which can profoundly affsct the state's ability to borrow, given sufficient 

reason to scrutinize their activities carefully.

Court R e v i e w . So far the courts have failed to provide unambiguous 

guidelines in their reviews of public authority p o w e r s . In judicial decisions 

authorities enjoy the best of both worlds, buing considered arms of government 

for »he purposes of issuing tax-exempt, bonds, but being held to be independent 

agents not subject to administrative control statutes. This duality of inter­

pretation is evidtnce of the Importance in creating authorities of clearly 

defining tie objectives of public corporations, limitations on their powers, 

and types of ’eg^slative or executive control that may be exercised over them. 

The quasi-independent nature of public corporations has made lt difficult for



taxpayers and citizens' groups to legally challenge the expend! rire plans 

of public corporations. This too argues for creating mechanisms whereby such 

input can be incorporated into authority decisions.

Local Government C o n t r o l s . In general, public corporations reduce the 

power o f  local governments. Regional authorities often skim o ff revenue- 

producing projects and leave local governments with the tasks of providing 

tax-supported services. Local governments often can exert some control over 

autnority decisions if they control zoning issues. They can sometimes use this 

power over land to stop projects, o r  to bargain for payments in lieu of taxes.

Voter C o n t r o l . Because the decisions of public authorities can place a 

direct burden on taxpayers through lease-back arrangements or an indirect burden 

in the form of “moral obligation" language, and the fact that states can ill 

afford t o  let public authorities default on their loan payments, many people 

have argued that the borrowing of all government subdivisions should be subject 

to voter approval. While this proposal appeals to popular democraric notions, 

lt would be likely to have tome serious negative consequences. It w a s  the 

existence of unrealistic debt limits in ma n y  states that prompted tie growth 

of public authorities. By the time a bond issue comes before the voters many 

of the important decisions have already been madei choice of options, site 

decisions, type of d e v e l o p m e n t . Zt is therefore an open question whether voter 

ratification of cosq>licated bond issues, themselves the result of political 

haggling, represent the type of public input the proponents are striving for. 

Finally, although making all government borrowing subject to voter a p p r o v a l -  

given that voters on average have approved about half of the borrowing asked 

for— would eliminate some projects that ere not wise, lt would also tend to 

eliminate a large amount of capital investment that ie productive and



necessary. If the level of investment in public capital goods declines the 

result would be a deteriorating infrastructure, and a corresponding decline 

in the productivity and services that infrastructure supports. Voter  

preference is for projects that are revenue-producing such as b r i dges and 

tunnels, rather than education and low-income bousing. The result o f  shifting 

to voter approval of all bond issues will be a decline in capital investment 

and a shift in type of public investment.

A  less disruptive m e a n s  of achieving more accountable debt policies m ay 

be to loosen the restrictions that have led to the overuse of public 

authorities, and at the same time make the investment and borrowing decisions 

of fublic authorities mo*e subject to control b y  elected officials, and 

formalize mechanisms for citizen input into the decisions of public authorities.
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O R G A N I Z A T I O N  A N D  F U N C T I O N

The Legis lative Budget and Audit C o m m i t t e e  is a permanent 
interim committee of the Legislature. It was e s t a b l i s h e d  in 
1955 as the Legislative Audit Committee. The C o m m i t t e e  is 
composed of ten members and two alternates: the c h a i r­
persons of the Senate and House finance committees; one 
m ember selected from each of the Senate and House finance 
committees and appointed by the President of the Senate and 
the Speaker of the House, respectively; and three member s 
and an alternate a ppointed from each h o u s e  by the respective  
p r e s i d i n g  ofLicer. If the c h a irperson of a finance c o m­
mittee chooser not to serve, the p r e s i d i n g  o f fice r appoints 
a replacement from the finance committee.

The Committee has the respo nsibility for p r o v i d i n g  the 
L e g i s l a t u r e  with fiscal analysis, budget reviews, and ai dits 
of State government agencies, and for a p p r o v i n g  request! 
from the Govern or to revise the appropri ations act. As a 
result of the passage of Chapter 18, SLA 1980, the Committee 
has authority to m o nitor lending and investment activities 
of the State.

To provide the necessary technical a ssi stance to a cco mplish  
the purposes, two permanent staff agencies have b e e n  created: 
the Legislative Finance D ivision and the L e g i s l a t i v e  Audit 
Division. These divisions report d i r e c t l y  to the Leg isl a t i v e 
Budget and Audit C o m m it tee and are independent of Executive 
and Judicial agencies. The Committee also has some t e m p o­
rary employees to assist with Committee activities.

Legisla tive Finance Division

One of the primary responsibilities of a State legislative 
body is to research, draft and enact revenue a n d  a p p r o p r i­
ation measures. T h e  Legislative Finance D i v i sion was 
created in 1971 and assigned the fol lowing duties:

1. Analyze the budget and a p p r o p r i a t i o n  requests of each 
department, institution, bureau, board, c o m m i s s i o n  or 
other agency of State jovernment.

2. Analyze the revenue requirements of the State.

3. Provide the finance committees of the L e g i s l a t u r e  with 
c omprehensive budget review and fiscal analysis services.

A. Cooperate with the Division of Budget and Management in 
establ i s h i n g  a comprehensive s y stem for State p r o g r a m  
budget ing and financial management as set out in the 
Executive Budget Act (AS 37.07).
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5. Complete studies and prepare reports, m e m o r a n d a  or other 
materials as directed b y  the Legislati ve Budget and 
Audit Committee.

The Finance Division reviews propose d changes to the o p e r­
ating budget for the Budget and Audit C o m m itte e and prepares 
necessary backup information for C ommittee decisions on 
proposed "revised programs".

During the interim, the Finance D i v i s i o n  functions with a 
staff of seven fiscal analysts, one EDP Coordinator, one Data 
Control Clerk, one Administ rative Assistant and one clerical 
position. The Division also houses the staff asrig ned to the 
two finance committee chairpersons. During Legislative 
sessions, the Division increases staff to meet the additional 
needs of the two standing finance committees.

L egislative Audit D i v ision

In accordance w i t h  the C o n s t i t u t i o n  of the State of Alaska 
and Title 24 of the Alaska Statutes, the L eg islative Auditor 
and his staff conduct the post-audit function in the budget 
cycle. The Division was created in 1955.

All audits performed by the Division are external audits, 
that is, they are pel formed by an auditor who is independent 
of the executive head of the gove rnment unit oi agency being 
audited. The three major types of audits p e r f o rmed by the 
Division are financial-c ompliance audits, perfor m a n c e  audits, 
and special audits or reviews.

1 . F l n a n c lal-Cotnpliancc Audit

A financial-coinpliance audit determines (a) whether 
financial operations are properly conducted; (b) w h e t h e r  
the financial reports of an agency are presented fairly; 
and (c) w h e ther the entity has complied with applicable 
laws, regulations, administrative policies, and legis­
lative intent.

2. Performance An lit

A performance audit is c o n d ucte d o provide the L e g i s­
lature with an e valuation and report on the manner in 
which administrators of an agency have faithfully, 
efficiently, and effec t i v e l y  a d ministered  a program. 
Faithfulness refers to w h e t h e r  or not programs have been  
administered in accordanc e with promises made to the 
Legislature and the e x p r e s s i o n  of legislative intent. 
Effectiveness refers to w h e t h e r  or not planned p r o­
gram objectives have b e e n  nehioved. Eff ici e n c y  refers
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to whether or not p r ogram acc omplishment has been 
achieved by using the least-cost combination of r e­
sources and w i t h  a m i n i m u m  of waste.

The 1971 Legislature gave the Legisla tive Audit D i v ision  
the authority to conduct performanc e audits of any 
agency of State government at the direction of the 
Budget and Audit Committee. The Committee has i n s t r u c t­
ed the Legislative Auditor to re view all audit a s s i g n­
ments and conduct p e rforma nce audits whenever c onsidered 
practical and beneficial to the State.

The 1977 Legislature passed a "Sunset Law" w h i c h  requires 
the Division to conduct p erformance audits of boards, 
commissions, and a gency  programs subject to t er mination  
under AS 44.66. The audit report, along with other 
reports and testimony, is considered w h e n  det erm i n i n g  
if there is a public need r a board, commission, or 
program.

3. Special Audit or Report

All special reports or special audits are cond ucted at 
the request of the Committee. Any member of the L e g i s­
lature may request, through the Committee, a special 
audit or report. A special audit can cover many 
things. It can be an audit that is restricted  to one 
part of an agency's operations or it can be an audit 
reviewing financial transactions for a period of time 
shorter or longer than a fiscal year. The special 
report is often an information type report.
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D I V ISION OF L E G I S L A T I V E  AUrIT 
STAFF DUTIES

Legislative Auditor

Acts as liaison b e t w e e n  the Budget and Audit Committee  
and the audit staff.

Makes the final review of all audit reports and issues 
the opinion on the financial statements presented in 
the report.

Serves as Fiscal O f ficer for the Division.

Prepares the bu dget for the Division.

Provides day-to-day s upervision for the Division.

Deputy Legislative Auditor

Directs recruitment of new personnel.

Acts as EEO Officer.

Makes audit assignments.

Coordinates audit schedule.

Approves preli minary and revised audit budgets.

Performs special projects as assigned by Legislative  
A u d i t o r .

Performs all duties of Legisl ative Auditor when required. 

Audi t Manager

Supervises m u l tiple audit teams in t’e daily conduct of 
field work.

Approves audit programs and s election of <udit p r o­
cedures during plann i n g  stage of audit assignments.

Reviews pr eliminary audit b u d g e t  request and subsequent 
revisions prior to s ubmis s i o n  to Deputy Legislative 
A u d i t o r .

Confers frequently with in-charge auditor to assist in 
problem areas and assures proper coverage within audit 
scope.
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Reviews all work papers and audit reports and presents 
the completed audit to th'* Legislative Auditor.

Evaluates in-charge auditors.

Assists the Deputy Legislative Auditor and the L e g i s­
lative Auditor in selecting audit assignments, scheduling 
of audit staff and promotio n decision for subordinate 
staff.

Makes recommendations for audit manual revisions.

Performs special projects as assigned by Legisl ative 
Auditor.

Anchorage O f fice Manager

Performs duties listed above under "Audit Manager".

Performs the nec essary administrative functions to 
oversee the branch office.

Computer Audit Manager

Directs and supervises the Division's c omputer audit 
t**am in all computer audits.

Establishes and presents computer related training 
p r o g r a m s .

Supervises the F.DP section in day-to-day support 
o p e r a t i o n s .

Performs due a listed above under "Audit Manager".

In-Charge S u p e r v i s o r

Supervises m u l t i p l e  concurrent audit assignments.

Performs in-charge functions for the most complex audit 
a s s i g n m e n t s .

Performs the preliminary review of all w ork papers and 
audit reports.

Works closely with audit manager during all stages of 
the audit assignment.

Performs all other duties of In-charge a u ditor  in the 
absence of an in-charge.
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In-Charge Auditor

Plans audit wor k including preparation of budget, 
selection of audit procedures, and detailing of audit 
p r o g r a m s .

Performs auditing procedures and techniques in the more 
difficult sections of the audit assignment.

Prepares audit workpapers for work perfor med and has 
overall respon sibility for quality and content of w o r k­
ing papers prepared by subordinate auditors.

Prepares writ ten explanations of all major audit fin d­
ings for prese n t a t i o n  to the auditee.

Has overall re spon s i b i l i t y  for the preparation of 
financial statements, notes to financial statements, and 
all narrative included in the audit report. Supervises 
field work of subordinate  auditors a l i g n e d  to job, 
including the r ev iew of all work performed on the job.

Prepares evaluations of subordinate auditors.

Makes recommendations for audit manual r e v i s i m s .

Recommends to the Deputy Legis stive Auditor future 
audits and special reports based on results of and 
observations during current audits.

Communicates frequently with audit manager to discuss 
audit findings, progressio n of work w ithin budget c o n­
straints, and p e rformance  of subordinate auditors.

S e n i o r  A u d i t o r

Under direct s upervis ion of In-charge auditor, performs 
auditing procedures and techniques on major sections of 
audit assignment. Res ponsible for workpaner  preparat ion 
c overing all cri teria of audit findings revealed during 
test ing.

Under supe rvision of in-charge auditor, assists in 
preparation of audit reports, financial statements, and 
notes to financial statements.

Performs entire audits of limited scope under diroct 
supervision of audit manager. Responsibilities Include 
p l a n n i n g ,  testing, and preparing workpapers, financial 
statements, and audit reports.
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Junior Auditor

Performs routine audit steps under the supervision of 
an in-charge or senior auditor.

Responsible for workpaper preparation and summarization 
of results of testing performed.

Performs small, simple audits under the direct supervision 
of an audit manager.

EDP Auditor

Works under direct supervision of the Computer Audit 
Manager.

Designs and writes data processing programs used in 
conduct of audits.

Processes data processing work through the Department 
of Administration.

Provides support to in-charge auditors in determining 
specialized areas where data processing applications 
can be used.

Administrati ve Assistant

Manages functional and service operations in preparing 
audit reports.

Maintains acco un t i n g  and payroll records for the 
Divisio n of Legislative Audit and the L e g i s l a t i v e  
Budget and Audit Committee.

Plans, assigns, supervises, and eval u a t e s  the w o r k  of 
the clerical staff.

E x e c u t  i ve  S e c r e t a r y

Works under direction and superv i s i o n  of A d m i n i s t r a t i v e  
Assistant (Anchorage Secretary under s u p e r v i s i o n  of 
Office Manager).

Performs general office duties and prep ares audit 
r e p o r t s .
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L E G I S L A T I V E  A U D I T  DIVISION 
POLICIES AND PKO'CEbUKES"

The following policies and procedures for the L egisl a t i v e
Audit D i v i s i o n  have been adopted by the Committee.

Legisl a t i v e  Auditor and His Staff

1. The auditor shall be s trictly n o n - p a r t i s a n  in conduct 
of his business.

2. The auditor shall not b e l o n g  to any as soci a t i o n  or 
un i o n  of State employees that might create a conflict 
of interest w i t h  staff work.

3. The auditor shall m a i n t a i n  a confidential relati o n s h i p  
be t w e e n  h i mself and the agency b e i n g  examined. No 
reports or information gained during the course of an 
e x a m i n a t i o n  shall become public information  until 
a p p roved for release by the Committee.

4. The auditor shall provide security over information 
that has b e e n  e s t a b l i s h e d  by law to be confidential and 
shall restrict access to such i nformat ion to members of 
his staff with a need to know.

5. The auditor shall a dvise the Budget and Audit Committee 
w h e n  an audit is e x p ected to include e x a m i n a t i o n  of 
information cl assi f i e d  by law to be confidential. Upon 
receipt of such notification, the Committee will take 
w h a t e v e r  a ction it deems appropriate to a l l o w  the 
auditor to w i t h h o l d  such information from the C o m­
mittee.

If it is considered desirable for the C o m m itt ee to have 
access to the confidential information, it will e s t a b­
lish reccusary restrictions to prevent Co mmittee  
member.: from p u b l i c i z i n g  the Information.

Release of R e ports

1. W h e n  an audit report is complete and has b e e n  reviewed  
and signed by the Legisl a t i v e  Auditor, 15 copies of the 
report will be prep ared and marked PRELIM I N A R Y  REPORT.
In addition to the report, 15 copies of a digest of 
report highlights will also be p r e pared and marke d 
P RELIMINARY R E PORT (1975).

2. The PRELIMIN ARY REPORi will be appr oved or disappr oved 
for release to the Governor, Department of Administration, 
and audltce by a m a j o r i t y  vote of :he Committee (1975).
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3. Upon approval, th» auditee will be requested to respond 
to the report w i t h i n  20 days. The Department of A d m i n i s­
tration will be invited to respond if they w i s h  (1979).

4. Upon receipt of the agency response, the audit report
will be compiled (including Legi sl a t i v e  Audit's r e­
buttal if needed) as the FINAL R E P O R T  (1979).

5. The FINAL R EPORT will be s u b m itt ed to each m e m b e r  of
the Legislative Budget and Audit Comm ittee a p p r o x i­
mately 10 days pri or to the next scheduled Co mmittee 
m e eting after the 20-day resp onse p eriod  (1979).

b. The FINAL R E PO RT will be either approved or disapproved
for public release by a m a j o r i t y  (six members) of the 
C o m m ittee  (1975).

7. One copy of the a pproved FINAL R E PORT will be mailed to
the Governor, Department of A d m i n i s t r a t i o n  and the
auditee (1975).

8. When approved for public release, a copy of the digests 
will be mailed to each membe r of the Legis lature with a 
letter stat ing the complete report may be obtained upon 
request (1975).

9. Twenty copies of each report are filed with the Alaska 
State Library in J u n e a u  for further distr i b u t i o n  to 
other libraries in the State.

10. All reports that are approved for public release will
be included in the Annual Report of the Div ision of 
Legislative Audit to the Legislature.

Special Reports

1. Special reports will be presente d to the C o m m ittee  for 
approval before they are released to the Governor, 
Department "of A d m i n i s t r a t i o n  and affected agency. The 
agency will then be requested ti respond to the report 
w i t h i n  20 days. After the reap «ie is received, tne 
C o m m ittee  will cither approve or disap prove the report 
for public release (1979).

2. Special reports classified as "conf i d e n t i a l "  or "for 
C o m m i t t e e  information" shall be kept on file in the 
Division of Legisla tive Audit for use of the Committee 
only, unless the Committee wishes them distri b u t e d  to 
Interested parties (1971).

3. All requests for audits or special reports will be 
directed to the Cunmlttcc.
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Workpapers

1. Workpapers prepared by the auditor d uring the course of 
his work shall rema in confidential. However, the w o r k­
papers may be reviewed by outside auditors if c on sidered 
appropriate by the Legisl ative A u d i t o r  and he has i n­
structed them to treat the workp apers as confidential.

2. Tl»2 auditor shall, upon d i r e c t i o n  from the Budget and 
Audit Committee, make workpapers available to members of 
the Committee.

3. Workpapers containing information c las sified by law to 
be confidential will bi separated from the regular 
w orkpapers and filed in the L e g i s l a t i v e  Auditor's 
office. Access will be limited to o n l y  those auditors 
in the Division of Legislative Audit directly connected 
w i t h  the examination or members of the Budget and Audit 
Commit tee if the Committee has s o  directed.

General

1. W h e n  requested, by either party, the auditor shall serve 
as an arbitrator betwee n an a gency and the D i v i s i o n  of 
Finance in connecti on with differen ces of o p inion o n  the 
accounting treatment of transactions (1937).

2. The auditor shall render assistance, w h e n  appropriate,
In connection with accounting matters, to an) agency, or 
he may act in an advisory c a p a c i t y  w i t h  r o s j e t  to an 
agency's accounting problems - s u b ject to tne provis ions 
of the Fiscal Procedures Act and amendments thereto 
(1957).

3. The auditor and his staff should not stake any attempt to 
direct the procedures of any agency w i t h  regard to 
accounting practices (1959).

A. The Committee consid ered the request of the Internal 
Auditor to uao Audit Division reports and workpapers.
The Committee u nanimously approve d a m o t i o n  that the 
reports be roleased t»' h i m  and that H e  be instructed to 
treat them as confidential i nfo rmation (196b).

5. The Committee reviewed the audit of the Div ision of
L c g l a l a t !"« Audit for the period July 1, 1957 to June 30, 
1959. The Audit was released to the O ffi ce of the 
Covcrnoi. Some d iscussion followed reg arding the 
practice of having the Audit D i v i s i o n  audit their own 
records, and it was agreed that this was a pr act i c e  that 
should be corrected. A m o tion p i s s e d  that the Audit 
Division he audited by an independent auditing firm and 
that monies for this fie included in the budget request 
(1939).



6. The L e g i s l a t i v e  A u d i t o r  w i l l  pay a l l  t r a v e l  expenses 
connec ted  w i t h  Com m ittee m e e t in g s  and t r a v e l  d i r e c t e d  
by  th e  Comm ittee Chairm an d u r in g  Budget and A u d i t  
m e e t in g s .  I f  a Com m ittee members t r a v e l s  on Budget and 
A u d i t  b u s in e s s  t h a t  w a s n ' t  cove red  d u r in g  a r e g u la r  o r  
s p e c ia l  Budget and A u d i t  m e e t in g ,  th e  L e g i s l a t i v e  
A u d i t o r  w i l l  pay a l l  expenses in c u r r e d  upon w r i t t e n  
d i r e c t i o n  fro m  th e  Chairman o r  V ic e -C h a irm a n .

7. The L e g i s l a t i v e  A u d i t o r  w i l l ,  when re q u e s te d ,  o f f e r  
te s t im o n y  t o  any House o r  Senate S ta n d in g  Com m ittee 
when he o r  a member o f  h i s  s t a f f  has know ledge t h a t  
c o u ld  be h e l p f u l  t o  th e  Com m ittee as a r e s u l t  o f :

a . H av ing  con duc ted  an a u r i c  i n  an a re a  o f  Com m ittee 
i n t e r e s t .

b . T h e i r  g e n e ra l  backg round  and e x p e r ie n c e  as a u d i t o r s .

I n f o r m a t io n  w h ich  I s  c o n f i d e n t i a l  u n d e r  Budget and 
A u d i t  Com m ittee p ro c e d u re s  w i l l  n o t  be r e la t e d  t o  th e  
S ta n d in g  C om m ittees by th e  L e g i s l a t i v e  A u d i t o r  o r  h is
s t a f f .

T h is  a s s is ta n c e  t o  S ta n d in g  Com m ittees w i l l  be i n  th e  
form  o f  te s t im o n y  o n ly .  Requests f o r  s t u d ie s  o r  a d d i ­
t i o n a l  f a c t - f i n d i n g  work must be ap p roved  by th e  Budget 
and A u d i t  C om m ittee .

E x t r a c t s  o f  r o u t i n e  in f o r m a t io n  i n  th e  S t a t e ' s  a c c o u n t ­
in g  re c o rd s  w i l l  be f u r n is h e d  t o  S ta n d in g  C om m ittees 
upon re q u e s t  p ro v id e d  t  s t  now d a ta  p r o c e s s in g  programs 
need n o t be d e ve lop ed  t»> p roduce  th e  in f o r m a t io n  
re q u e s te d  (1 9 7 9 ) .

U f c U l a H  ve Budge t and A u d i t  C ocsa lttec  C o n t r a c t in g  P rocedu re s

The f o l l o w in g  c o n t r a c t in g  p ro c e d u re s  were adop ted  by th e  
L e g i s l a t i v e  Budget and A u d i t  C om m ittee on A p r i l  10, 1981.

A. I n t e n t

These c o n t r a c t in g  p ro ce d u re s  a p p ly  o n ly  t o  c o n t r a c t s  
a d m in is te re d  d i r e c t l y  by th e  L e g i s l a t i v e  Budget and 
A u d i t  ( k ia m i t te e .  No c o n t r a c t s  s h a l l  be l e t  and no 
funds s h a l l  be expended by th e  Budget and A u d i t  Com­
m i t t e e  f o r  pu rposes  t h a t  a re  o u t s id e  th e  s t a t u t o r i l y  
p r e s c r ib e d  d u t ie s  and r e s p o n s i b i l i t i e s  o f  th e  l e g i s ­
l a t i v e  Budget and A u d i t  C om m ittee .

T h r te  p ro c e d u re s  a p p ly  u  *11 c o n t r a c t s  w i t h  a t o t a l  
v a lu e  o f  $10 ,000  o '  m ore . I n c lu d in g  c o n t r a c t  amendownis, 
phased c o n t r a c t s  and i n d i v i d u a l  c o n t r a c t a  w h ich  arw 
components o f  a s i n g le  work e le m e n t .



C o n t ra c ts  a re  t o  he used f o r  in d e p e n d e n t c o n s u l t i n g  
s e r v ic e s .  C o n t ra c ts  a re  n o t  t o  be used t o  p r o v id e  d a y -  
t o - d a y  s t a f f  s e r v ic e s  o r  t o  m a in ta in  Com m ittee s t a f f  
d u r in g  th e  i n t e r im  between s e s s io n s .

The c o n t r a c t in g  p ro ce ss  w i l l  be open t o  th e  p u b l i c  upon 
th e  i n i t i a l  d i r e c t i o n  by th e  C om m ittee t h a t  a c o n t r a c t  
be de ve lop ed  t o  com p le te  a s p e c i f i c  p r o j e c t .  (S te p  2 o f  
th e  proposed p r o c e d u re s . )

P ro c e d u ra l S teps

1. S t a f f  o r  Com m ittee I d e n t i f y  s u b je c t  a re a  t h a t  m ig h t  
r e q u i r e  c o n t r a c t  w o rk .

2 . Committee d i r e c t s  s t a f f  t o  p ro ce e d  w i t h  c o n t r a c t  
p rocess  f o r  th e  s p e c i f i c  s u b je c t  a re a  i d e n t i f i e d .  
Comm ittee ap p roves  re q u e s t  f o r  s o le  s o u rc e  c o n t r a c t  
a t  t h i s  t im e .  C o n t ra c t  p ro c e s s  becomes p u b l i c  
in f o r m a t io n  upon Com m ittee a p p r o v a l .

3. S t a f f  d e ve lo p s  w ork  p rog ram .

A. S t a f f  d e ve lo p s  KFP l i s t ,  based on m a s te r  c o n t r a c t o r  
f l i c ,  open s o l i c i t a t i o n ,  e t c .  M a s te r  c o n t r a c t  
f i l e ,  KFP l i s t  and s o l i c i t a t i o n  r e s u l t s  a r c  open t o  
th e  Coiiud ittec and th e  p u b l i c .

5. Request p ro p o s a ls  f ro m  c o n s u l t a n t s .  P ro p o s a ls  a re  
t o  be s u b m it te d  s e a l ' d .  The re q u e s t  f o r  p ro p o s a ls  
w i l l  in c lu d e  a d e a d l in e  f o r  r e c e i p t  o f  p ro p o s a ls  
and d a te  f o r  th e  p u b l i c  o p e n in g  o f  p r o p o s a ls .

A. Prepare method o f  e v a lu a t in g  p r o p o s a ls .

7. E v a lu a te  c o n s u l t a n t  p r o p o s a ls .

8. D r a f t  f i n a l  c o n t r a c t ,  I n c lu d in g  d e t a i l e d  work 
program  and p e r fo rm a n ce  r e q u i re m e n ts .

9. F in a l  c o n t r a c t  document and e v a lu a t io n  o f  a l l  c o n ­
s u l ta n t  p ro p o s a ls  fo rw a rd e d  t o  th e  C o m u l t 'c o  by the  
c h a i r .  Comm ittee a p p ro v a l o f  b o th  c o n t r a c t  do cu ­
ment and c o n s u l ta n r  s e le c t i o n .

10. S ig n in g  o f  c o n t r a c t .

11. M o n ito r  c o n t r a c t  p e r fo rm a n c e .

12. P resent s ta tu s  r e p o r t s  p ro d u c ts  and c o m p le t io n  
r e p o r t s  t o  C om m ittee .



LEGISLAT IVE BUDGET AND A U D I T
RELATED LEGAL PROVISI ONS

Page C i t a t i o n

19 AS 1 4 .1 7 .

19 AS 1 4 .1 7 .

19 AS 14 .40 .

19 AS 14 .40 .

20 AS 1 8 .5 5 .

20 AS 18 .56 .

20 AS 2 4 .0 5 .

20 AS 2 4 .0 5 .

21 AS 2 4 .2 0 .

21 AS 24 .20 .

22 AS 2 4 .2 0 .

22 AS 2 4 .2 0 .

23 AS 2 4 .2 0 .

23 AS 2 4 .2 0 .

23 AS 2 4 .2 0 .

23 AS 2 4 .2 0 .

24 AS 24 .2 0 .

25 AS 2 4 .2 0 .

25 AS 2 4 .2 0 .

26 AS 2 4 .2 0 .

IBE7C

081 X

082 X

296 X

9 0 3 ( a ) ( 7 )  X

9 9 6 ( i )

045 X

087 X

200 X

151 X

156 X

161 X

165 X

171 A

181 X

191 X

201 X

206 X

209 X

211
221

A pplicable to______
Audit Finance

X

X X

X

X
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L E G I S L A T I V E  BUDGET AND AUDIT
“ RELATED LEG/JTTPTO7ISI0fIi>'"'

A p p l i c a b l e  to______
Page Cita ti on_____________ LB&A A udit Finance

26 AS 2 4 .2 0 .2 3 1 X

26 AS 2 4 .2 0 .2 4 1 X

26 AS 2 4 .2 0 .2 5 1 X

27 AS 2 4 .2 0 .2 6 1 X

27 AS 2 4 .2 0 .2 7 1 X

29 AS 2 4 .2 0 .2 8 1 X X

29 AS 2 4 .2 0 .2 9 1 X X

29 AS 2 4 .2 0 .3 0 1 X X

29 AS 2 4 .2 0 .3 1 1 X X

29 AS 2 4 .3 0 .0 6 0 (b ) X

30 AS 2 4 .4 0 .0 3 1 X

30 AS 2 9 .1 8 .5 9 0 X

32 AS 3 7 .0 5 .2 1 0 (2 ) X

32 AS 3 7 .0 7 .0 2 0 X

32 AS 3 7 .0 7 .0 4 0 X

32 AS 3 7 .0 7 .0 5 0 X

32 AS 3 7 .0 7 .0 8 0 X

32 AS 3 7 .0 7 .0 9 0 (a ) X

33 AS 3 7 .1 0 .0 8 7 X

33 AS 3 7 .1 0 .0 8 8 (c ) X

33 AS 3 7 .1 2 .1 0 0 X

33 AS 3 7 .1 3 .1 2 0 (d ) X
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L E G I S L A T I V E  BUDGET AND A U D I T
RELATED LEGAL PROVIS IO NS

Pape C i t a t i o n LBctA

33 AS 3 7 .1 3 .1 2 0 (k ) X

34 AS 3 7 .1 3 .1 6 0 X X

34 AS 3 9 .2 0 .2 4 5 (b ) X

34 AS 4 3 .0 8 .0 3 5 (b ) X

34 AS 4 3 .2 1 .1 1 0 (b ) X

34 AS 4 4 .0 7 .2 0 0 X X

34 AS 4 4 . 0 7 . 2 / 0 ( 5 ) X

35 AS 4 4 .0 7 .2 8 0 X

35 AS 4 4 .0 7 .3 2 0 X

35 AS 4 4 .0 8 .0 2 0 (b ) X

35 AS 4 4 .0 8 .0 4 0 (b ) X

35 AS 4 4 .4 6 .0 9 0 (a ) X

35 AS 4 4 .6 6 .0 2 0 (6 ) X

36 AS 4 4 .6 6 .0 3 0 X

36 AS 4 4 .6 6 .0 5 0 (a ) X

36 AS 4 4 .8 1 .2 6 0 ( b ) ( 1 ) X

36 \S 4 4 .8 1 .2 . ’0 X

37 AS 4 4 .8 1 .2 U 0 X

37 AS 4 4 . 8 2 . I f  0 X

37 AS 4 4 .8 7 .1 9 0 X

37 AS 4 4 .8 3 .1 9 1 X

37 AS 4 4 .8 8 .2 0 0 X

37 AS 4 7 .3 0 .3 7 0 X

37 AS 4 7 .4 0 .0 3 0 X

A pplicable to
It Finance
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AS 1 4 .1 7 .0 8 1  r e la t e s  t o  th e  minimum amount o f  s c h o o l o p e r a t -  
in g  e x p e n d i tu re s  (55Z) t h a t  a s c h o o l d i s t r i c t  must spend on 
th e  i n s t r u c t i o n a l  component o f  th e  d i s t r i c t  b u d g e t .  Sub­
s e c t io n  (d )  and (e )  s t a t e :

(d )  A d i s t r i c t  w h ich  has been d e te rm in e d  by th e  
co m m iss io n e r  t o  be c u t  o f  co m p lia n c e  w i t h  th e  r e q u i r e ­
ments o f  t h i s  s e c t iO i  may, w i t h i n  20 days o f  th e  com­
m is s io n e r 's  d e t e r m i n i t i o n ,  r e q u e s t  a w a iv e r  by  th e  
s t a t e  board  o f  E d u c a t io n  o f  th e  im p o s i t i o n  by th e  
co m m iss io n e r o f  any r e d u c t io n  i n  s t a l e  a id  payments 
u n d e r (b ) o r  (c )  o f  t h i s  s e c t i o n .  The re q u e s t  must be 
s u b m it te d  t o  th e  L e g i s l a t i v e  Budget and A u d i t  C om m ittee 
and im s t  be I n  w r i t i n g  and in c lu d e  an a n a ly s is  o f  th e  
reasons and causes f o r  th e  d i s t r i c t ' s  I n a b i l i t y  to  
com ply  w i t h  th e  re c u i re m e n ts  o f  t h i s  s e c t i o n .  The 
L e g i s l a t i v e  Budget and A u d i t  Com m ittee s h a l l  r e v ie w  th e  
d i s t r i c t '8  re q u e s t  and fo rw a rd  i t ,  a lo n g  w i t h  th e  
c o m m it te e 's  recoram>ndations on i t ,  t o  th e  s t a t e  Board 
o f  E d u c a t io n  w h ich  s h a l l  e i t h e r  g r a n t  o r  deny th e  
w a iv e r .

(e ) The c o m n is s io n e r  s h a l l  s u b m it  an an nua l 
r e p o r t  on a c t io n s  ta k e n  by h im  o r  th e  s t a t e  Board o f  
E d u c a t io n  under t h i s  s e c t io n  t o  th e  L e g i s l a t i v e  Budget 
and A u d i t  Com m ittee bv A p r i l  15 o f  each y e a r .  (Sec 15,
Ch 26 , SLA 1980)

AS 1 4 .1 7 .0 8 2  r e la t e s  t o  s c h o o l d i s t r i c t  fu n d  b a la n c e s .  
D i s t r i c t s  t h a t  have a t  l e a s t  400 I n s t r u c t i o n a l  u n i t s  may 
a cc u m u la te  a fu n d  b a la n c e  i n  th e  s c h o o l o p e r a t in g  fu n d  o f  
seven p e rc e n t  o f  i t s  e x p e n d i tu r e s .  D i s t r i c t s  h a v in g  le s s  
th a n  400 i n s t r u c t  io n  i l  u n i t s  may a ccu m u la te  a fu n d  b a la n c e  
o f  10 p e rc e n t  o f  i t s  e x p e n d i tu r e s .  The co m m iss io n e r o f  
E d u c a t io n  io  r e q u i r e d  t o  a s c e r t a in  c o m p lia n c e  and r e p o r t  
n o n -c o m p l ia n c e ,  t h r r u g h  means o f  a w r i t t e n  r e p o r t ,  t o  th e  
d i s t r i c t s  and th e  s t a t e  Board o f  E d u c a t io n .  The Board o f  
E d u c a t io n  s h a l l  a u * n i t  a r e p o r t  m aking recom m endations w i t h  
re s p e c t  t o  th e  l c g i  l a t i v e  t re a tm e n t  o f  th e  fu n d  b a la n c e s  o f  
th o s e  d i s t r i c t s  t o  «ie L e g i s l a t i v e  Budget and A u d i t  Com­
m i t t e e  by A p r i l  15 j f  each y e a r .  (Sec 15 ch 26 SLA 1980)

AS 1 4 .4 0 .2 9 6  r e la t e s  t o  th e  c t a b l lo h m c n t  o f  a w o rk in g  
c a p i t a l  re s e rv e  f u r d  a t  th e  U n i v e r s i t y  o f  A la s k a .  I t  s t a t e s ,  
in  p a r t ,  t h a t  a q u i r t c r l y  re p t  t  o f  th e  a c t i v i t y  o f  the  
w o rk in g  c a p i t a l  rc< * r v o  fu n d  s h a l l  be s u b m it te d  by th e  
U n i v e r s i t y  o f  A la s la  t o  th e  L e g i s l a t i v e  Budget and A u d i t  
C om m ittee . (Sec 1 ch 117 SLA 1980) %
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AS 1 4 .4 0 .9 0 3 ( a ) ( 7 )  mandates t h a t  th e  A la s k a  Comm ission on 
P o s ts e c o n d a ry  E d u c a t io n ,  w i t h i n  th e  D ep a rtm en t o f  E d u c a t io n ,  
c o n s is t s  o f  two members fro m  th e  l e g i s l a t u r e ,  one o f  whom 
s h a l l  be d e s ig n a te d  by th e  L e g i s l a t i v e  Budget and A u d i t  
C om m ittee . (Ch 78 SLA 1974)

AS 1 8 .5 5 .9 9 6 (1 )  s t a t e s  i n  p a r t ,  t h a t  th e  L e g i s l a t i v e  A u d i t o r  
may p r e s c r ib e  th e  fo rm  and c o n te n t  o f  th e  f i n a n c i a l  re c o rd s  
o f  th e  r e g io n a l  h o u s in g  a u t h o r i t y  and f n a l l  have access t o  
th e s e  re c o rd s  a t  any t im e .  (Ch 86 SLA i9 8 1 )

AS 1 8 .5 6 .0 4 5  s ta t e s  i n  p a r t ,  t h a t  th e  Board ( o f  th e  A la ska  
H o u s in g  F inance  C o r p o r a t io n )  s h a l l  keep m in u te s  o f  each 
m e e t in g  and send a c e r t i f i e d  copy t o  th e  g o v e rn o r  and th e  
L e g i s l a t i v e  Budget and A u d i t  C om m ittee . (Ch 115 SLA 1981)

AS 2 4 .0 5 .0 8 7  r e q u i r e s  a member o f  th e  l e g i s l a t u r e  who s e rv e s  
on th e  L e g i s l a t i v e  Budget and A u d i t  C om m ittee ( o r  any o th e r  
i n t e r i m  c o m m it te e )  who f i l e s  a d e c la r a t i o n  o f  c a n d id a c y  f o r  
an e l e c t i v e  o f f i c e  o t h e r  th a n  t h a t  o f  a member o f  e i t h e r  
house o f  th e  l e g i s l a t u r e  and t h a t  p e rs o n  has n o t  re s ig n e d  
fro m  membership on th e  i n t e r i m  c o m m it te e ,  t h a t  p e rs o n  8 
membership te r m in a te s  on th e  d a te  o f  f i l i n g .  (Ch 11 SLA 
1975)

AS 2 4 .0 5 .2 0 0  s ta t e s  in  p a r t ,  t h a t  e x c e p t  f o r  f i s c a l  and 
p e rs o n n e l s e r v ic e s  f o r  th e  L e g i s l a t i v e  Budget and A u d i t  
C om m ittee , th e  L e g i s l a t i v e  C o u n c i l  w i l l  p r o v id e  th e  a d n in l s *  
t r a t i v e  s e r v ic e s  n e c e s s a ry  t o  th e  o p e r a t io n  o f  th e  l e g i s l a t u r e .  
(Sec 23 ch 157 SLA 1951 j am sec 6 ch 47 SLA 1961 1 am sec 35 
ch  53 SLA 1973)

N o te : L in e  25 Ch 120 SLA 1980 in c lu d e d  a p r o v i s i o n  t h a t
up ice o c cu p ie d  by l e g i s l a t i v e  a g e n c ie s  on th e  f i f t h  f l o o r s  
o f  th e  t a p i t o l  and s t a t e  o f f i c e  b u i l d i n g s  i s  under th e  
c o n t r o l  o f  and s u b je c t  t o  a ss ig n m e n t by th e  L e g i s l a t i v e  
Budget and A u d i t  C om m ittee . As t i . l s  p r o v i s i o n  i s  somewhat 
I n  c o n f l i c t  w i t h  AS 2 4 .0 5 .1 9 0  w h ich  g iv e s  th e  L e g i s l a t i v e  
A f f a i r s  Agency c o n t r o l  o v e r  s u b je c t  sp a ce s , i t  a p pea rs  t h i s  
p r o v i s i o n  may be c o n s id e re d  I n t e n t  o n l y .  As i t  i s  a ls o  
co m  . l in e d  In  th e  a p p r o p r i a t i o n  a c t ,  i t  may a ls o  be i n t e r p r e t e d  
as h a v in g  a one ye a r e x is t e n c e .

n . " , '* !e  2. L e g i s l a t i v e  Budget and A u d i t  C om m ittee .
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Repca"! o i  fo rm e r  a r t i c l e .  -  S e c t io n  1, ch 95 , SLA 1971, 
re p e a le d  fo rm e r  A r t i c l e  2 , e n t i t l e d  " L e g i s l a t i v e  P os t A u d i t " .
The fo rm e r  a r t ' c l e  c o n s is te d  o f  Sec 2 4 .2 0 .1 5 0 -2 4 .2 0 .3 7 0 ,  and 
d e r iv e d  from  ch 86 , SLA 1959.

L e g i s l a t i v e  co m m itte e  r e p o r t .  -  For r e p o r t  on ch 95 , SLA 
197? (FCCS SCS CSHB 14 am 2d FCC), see 1971 House J o u r n a l ,
p . 121.

AS 2 4 .2 0 .1 5 1 .  L e g i s l a t i v e  Budget and A u d i t  Com m ittee e s ta b ­
l i s h e d .  ‘f l ic  L e g i s l a t i v e  Budget and A u d i t  Com m ittee i s  e s t a b l i s h e d  
as a perm anent i n t e r im  com m ittee  o f  th e  l e g i s l a t u r e .  The 
e s ta b l is h m e n t  o f  th e  com m ittee  re c o g n iz e s  th e  need o f  th e  
l e g i s l a t u r e  f o r  f u l l  t im e  t e c h n ic a l  a s s is 'a n c e  i n  a c c o m p l is h in g  
the  f i s c a l  a n a l y s i s ,  budge t re v ie w  and p o s t - a u d i t  f u n c t i o n s .
(Sec 2 ch 95 S U  1971)

AS 2 4 .2 0 .1 5 6 . P u rposes . The nu rposes o f  th e  L e g i s l a t i v e  
Budget and A u d i t  Com m ittee In c lu d e :

(1 )  m o n i t o r in g  and r e p o r t i n g
(A) th e  p e r fo rm a n ce  o f  th e  ng« n c le s  o f  th e  s t a t e  w h ich  

p e r fo rm  le n d in g  o r  in v e s tm e n t f u n c t io n s ,
(B) th e  e x te n t  t o  w h lc t  th e  p e rfo rm a n ce  o f  th e se  

a g e n c ie s  has c o n t r i b u t e d  t o  th e  f i s c a l ,  f i n a n c i a l ,  econom ic 
and s o c ia l  Improvement o f  th e  s t a t e  and i t s  c i t i z e n s ,

(C) th e  e x te n t  t o  w h ich  th e se  a g e n c ie s  and th e  e x e c u t iv e  
hav' o re p a re d  and c o o rd in a te d  s h o r t - t e r m  and lo n g - te rm
• c i  tom lc , f i s c a l ,  in v e s tm e n t and f i n a n c i a l  p la n n J n g i

(2 )  h o ld in g  theao  a g e n c ie s  a c c o u n ta b le  t o  s t a t u t o r y  
I n t e n t  in  t h e i r  p e r fo rm a n ce  by . ecommending, where a p p r o p r i ­
a te ,  changes in  p o l i c y  t o  th e  a g e n c ie s  n r  changes in  l e g i s ­
l a t i o n  t o  th e  l e g i s l a  i r c i

t» fA f t :  O f  A i.A  (A  - 2 1 -  O lV IS IO N O t - K Q Ib l A f lV fc  A U D IT



(3 ) a n n u a l ly  r e v ie w in g  th e  e x te n t  o f  c a p i t a l i z a t i o n  o f  
th e  in v e s tm e n t  funds, o f  th e  s t a t e  and a l t e r n a t i v e  in v e s tm e n t  
p o l i c y  f o r  th e  g e n e ra l  fu n d  s u r p lu s  and recommending needed 
l e g i s l a t i o n .  (Sec 2 ch 18 SLA 1980)

E f f e c t i v e  d a te .  -  S e c t io n  l i ,  ch 18 SLA 1980, makes th e  
s e c t io n  e f f e c t i v e  A p r i l  9 , 1980, i n  a cco rda nce  w i t h  
AS 0 1 .1 0 .0 7 0 ( c ) .

E d i t o r ' s  n o te .  -  S e c t io n  1 , ch 18 SLA 1980, e f f e c t i v e  
A p r i l  9 , 1980, p r o v id e s  "FINDINGS. The l e g i s l a t u r e  f i n d s  
t h a t  th e re  i s  a s u b s t a n t i a l  need f o r  o v e r s ig h t  o f  th e  
p e r fo rm a n ce  o f  th o s e  a g e n c ie s  o f  th e  s t a t e  w h ic h  p e r fo rm  
le n d in g  o r  in v e s tm e n t  f u n c t io n s  s in c e  th o s e  f u n c t io n s  do n o t  
r e c e iv e  th e  d e t a i l e d  re v ie w  to  w h ich  o th e r  e x p e n d i tu re s  o f  
p u b l i c  money a re  s u b je c t ,  and t h e r e f o r e  th e  know ledge n e ce s - 
s a rv  f o r  sound l e g i s l a t i o n  i n  t h i s  a rea  i s  n o t  t e a d ' l y  
a v a i l a b l e .  There  i s  a need f o r  l e g i s l a t i v e  o v e r s ig h t  w h ich  
w * l l  p r o v id e  i n f o r m a t io n  on th e  p o l i c y  and p e r fo rm a n c e  o f  
th e s e  a g e n c ie s ,  th e  e x te n t  t o  w h ich  th e  a g e n c ie s  co n fo rm  t o  
s t a t u t o r y  i n t e n t ,  and th e  im p a c t o f  t h e i r  p e r fo rm a n c e  on th e  
economy rn d  th e  s t a t e  t r e a s u r y . "

AS 2 4 .2 0 .1 6 1 . M em bersh ip . The L e g i s l a t i v e  Budget and A u d i t  
Com m ittee Is  composed o f  10 members: th e  ch a irm e n  o f  th e
s e n a te  and house f in a n c e  c o m m it te e s ; one member s e le c te d  
fro m  each o f  th e  s e n a te  and house f in a n c e  com m ittee s  and 
a p p o in te d  by th e  p r e s id e n t  o f  th e  s e n a te  and th e  sp e a ke r o f  
th e  house , r e s p e c t i v e l y j  and th r e e  members a p p o in te d  fro m  
each house by th e  r e s p e c t i v e  p r e s id in g  o f f i c e r .  The c h a i r ­
man o f  th e  f in a n c e  co m m itte e  ma^ choose n o t  t o  s e rv e  on th e  
c o m m it te e .  I f  t h i s  o c c u rs ,  th e  p r e s id in g  o f f i c e r  o f  th e  
a p p r o p r ia te  house s h a l l  a p p o in t  a re p la c e m e n t fro m  th e  
f in a n c e  co m m it te e . The membership fro m  each house s h a l l  
in c lu d e  a i  l e a s t  one member from  each o f  th e  two m a jo r  
p o l i t i c a l  p a r t i e s .  The co m m itte e  s h a l l  s e le c t  i t s  own 
c h a irm a n . (Sec 2 ch 95 SLA 1971)

AS 2 4 .2 0 .1 6 5 . A l t e r n a t e  Members. The L e g i s l a t i v e  Budget 
and A u d i t  C om m ittee s h a l l  have two a l t e r n a t e  members in  
a d d i t i o n  t o  th e  members d e s ig n a te d  in  AS 2 A .2 0 .1 6 1 .  The 
p r e s id e n t  o f  th e  scnnLe s h a l l  a p p o in t  one a l t e r n a t e  member 
fro m  th e  se n a te  f in a n c e  com m ittee  and th e  spe ake r o f  th e  
house s h a l l  a p p o in t  one a l t e r n a t e  member fro m  th e  house 
f in a n c e  c o m m it te e .  The a l t e r n a t e  members s h a l l  s e rv e  on th e  
co m m itte e  when a m e e t in g  o f  th e  co m m itte e  has heen c e l l e d  
and th e  cha irm an  d e te rm in e s  t h a t  th e re  w i l l  n o t  be enough 
members In  a t te n d a n c e  a t  th e  m o o t in g  t o  p r o v id e  a quorum.
W h ile  s e r v in g  as a l t e r n a t e s ,  th e  a l t e r n a t e  members have th e  
same d u t ie s  and r e s p o n s i b i l i t i e s  as co m m itte e  members a p p o in te d  
under AS 2 4 .2 0 .1 6 1 ,  and th e y  a re  e n t i t l e d  t o  th e  same t r a v o l  
and p e r  diem a l lo w a n c e s .  (Sec 1 ch 57 SLA 1979)
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AS 2 4 .2 0 .1 7 1 .  Terra o f  m embership. va) The co m m itte e  s h a l l  
be o rg a n iz e d  w i t h i n  15 days a f t e r  th e  o r g a n i z a t i o n  o f  eacn 
l e g i s l a t u r e .  Members s e rv e  f o r  th e  d u r a t io n  o f  th e  l e g i s ­
l a t u r e  d u r in g  w h ich  th e y  a re  a p p o in te d .  I f  th e y  a re  r e ­
e le c te d  o r  t h e i r  te rm  o f  o f f i c e  ex te nd s  i n t o  th e  n e x t  s u c ­
c e e d in g  l e g i s l a t u r e ,  th e y  c o n t in u e  t o  s e rv e  u n t i l  r e a p p o in t ­
ed o r  th e  a p p o in tm e n t o f  t h e i r  s u c c e s s o r .

(b ) When a member o f  th e  com m ittee  f i l e ; ?  a d e c la i  t i o n  
o f  c a n d ic a c y  f o r  an e l e c t i v e  o f f i c e  o th e r  th s n  t h a t  o i  
member o f  e i t h e r  house o f  th e  l e g i s l a t u r e ,  and he has n o t  
re s ig n e d  f ro m  membership on th e  c o m m it te e ,  hit? com m ittee  
membership te r m in a te s  on th e  d a te  o f  f i l i n g .  (Sec 2 ch 95 
SLA 1971; am Sec 3 ch 11 SLA 1975)

E f f e c t  o '  amendment. -  The 1975 amendment added s u b s e c t io n
(u) .

AS 2 4 .2 0 .1 8 1 . V a c a n c ie s .  When a vacancy o c c u rs  i n  th e  
s t a t u t o r y  o r  a p p o in t i v e  membership o f  th e  c o m m it te e ,  th e  
p r e s id in g  o f f i c e r  o t  th e  house i n c u r r i n g  th e  vacancy  s h a l l  
choose a s u c c e s s o r .  I f  th e  o f f i i .  o f  th e  p r e s id e n t  o f  th e  
s e n a te  o r  sp e a ke r o f  th e  h o u -c  o f  r e p r e s e n ta t i v e s  becomes 
v a c a n t  and a vacancy from  th e  a f f e c t e d  house o c c u rs  among 
th e  membership o f  th e  c o m m it te e , th e  re m a in in g  com m ittee  
members fro m  th e  house i n c u r r i n g  th e  vacancy s h a l l  a p p o in t  a 
new member. (Sec 2 ch 95 SLA 1971; am Sec 4 ch 11 SLA 1975)

E f f e c t  o f  amendment. -  The 1975 amendment i n s e r t e d  " s t a t u t o r y  
o r  a p p o in t i v e "  i n  th e  f i r s t  se n te n c e .

AS 2 4 .2 0 .1 9 1 . M e e t in g s .  The nudgot and a u d i t  co m m itte e  may 
meet d u r in g  s e s s io n s  o f  th e  l e g i s l a t u r e  and d u r in g  th e  
I n t e r im  between s e s s io n s  a t  such t im e s  and p la c e s  I n  th e  
s t a t e  au  th e  cha irm an  may d e te rm in e .  Members may r e c e iv e ,  
f o r  th e  minimum t im e  r e q u i r e d  t o  ge t t o  and fro m  m e e ting s  
and f o r  th e  p e r io d  w h i le  a t t e n d in g  m e e ting s  th e  same t r a v e l  
and p e r  diem a l lo w a n c e s  p ro v id e d  by law  f o r  members o f  th e  
L e g i s la t u r e  when a t t e n d in g  s e s s io n s ,  e x c e p t  t h a t  members o f  
th e  commit ee r e c e iv e  no r c r  lorn d u r in g  l e g i s l a t i v e  s e s s io n s  
j t h e r  th a n  th e  p e r  diem a l l o w a n c e  p a id  t o  o th e r  members o f  
th e  l e g i s l a t u r e .  (Sec 2 ch *>5 SLA 1971)

AS 2 4 .2 0 .2 0 1 .  Powers, (a )  The L e g i s l a t i v e  Rudgct and 
A u J f t  "Comm f t  te e  has th e  power t o i

(1 )  o r g a n iz e ,  adop t r u le s  f o r  th e  co n d u c t o f  i t s  
b u s in e s s  and p r e s c r ib e  p ro c e d u re s  f o r  th e  com prehens ive  
f i s c a l  a n a l y s i s ,  budge t re v ie w  and p o s t - a u d i t  f u n c t i o n s i

(2 )  h o ld  p u b l i c  h e a r in g s ,  a d m in is te r  o a th s ,  is s u e  
subpoenas, compel th e  a t te n d a n c e  o f  w i tn e s s e s  and p r o d u c t io n  
o f  p a p e rs ,  h o oks , a c c o u n ts ,  documents and te s t im o n y ,  and 
have th e  d e p o s i t i o n  o f  w l tn c a s u s  ta ke n  i n  a manner p r o s c r ib e d  
by c o u r t  r u le  o r  law f o r  t a k in g  d e p o s i t io n s  i n  c i v i l  a c t io n s t
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(3 ) r e q u i r e  a l l  s t a t e  o f f i c i a l s  and a g e n c ie s  o f  s t a t e  
governm ent t o  g iv e  f u l l  c o o p e r a t io n  t o  th e  c o m m it te e  o r  i t s  
s t a f f  i n  a s s e m b lin g  and f u r n i s h i n g  re q u e s te d  i n f o r m a t i o n ;

(4 ) r e v ie w  revenue p r o j e c t i o n s ,  s t a t e  agency a p p r o p r i ­
a t i o n  re q u e s ts ,  th e  e x p e n d i tu re  o f  s t a t e  fu n d s ,  i n c l u d in g  
th e  r e l a t i o n s h i p  between s t a t e  agency p rogram  acco m p lish m e n ts  
and l e g i s l a t i v e  i n t e n t ,  and th e  f i s c a l  p o l i c i e s  and p ro c e d u re s  
o f  s t a t e  go ve rn m e n t;

(5 ) r e v ie w  and approve  p roposed  changes t o  agency 
a u th o r iz e d  b u d g e ts  as p r o v id e d  i n  th e  E x e c u t iv e  Budget A c t  
(AS 3 7 .0 7 ) ;

(6 )  make recom m endations c o n c e rn iu g  a p p r o p r i a t i o n s ,  
t h e i r  e x p e n d i tu re  and th e  f i s c a l  p o l i c i e s  and p ro c e d u re s  o f  
s t a t e  governm ent t o  th e  g o v e rn o r  when a p p r o p r i a t e ,  and t o  
th e  l e g i s l a t u r e ;

(7 ) p re p a re  and d i s t r i b u t e  r e p o r t s ,  memoranda o r  o th e r  
n e c e s s a ry  m a t e r i a l s ;

(8 ) sue i n  th e  name o f  th e  l e g i s l a t u r e  d u r in g  th e  
i n t e r i m  between s e s s io n s  i f  a u th o r iz e d  by m a jo r i t y  v o te  o f  
th e  f u l l  members o f  th e  c o m m it te e ;

(9 ) h o ld  p u b l i c  h e a r in g s  on th e  c o n f i r m a t f  m  o f  th e  
members o f  th e  Board o f  T ru s te e s  o f  th e  A la s k a  . erm anent 
Fund C o r p o r a t io n ,  and th e  members o f  th e  Board o f  T ru s te e s  
o f  th e  A la ska  Renewable Resources C o r p o r a t io n ;

(10 ) make recom m endations t o  th e  l e g i s l a t u r e  and t o  
a g e n c ie s  o f  th e  s t a t e  w h ich  p e r fo rm  le n d in g  o r  In v e s tm e n t  
f u n c t io n s  c o n c e rn in g  th e  s t r u c t u r e  and o p e r a t in g  p r a c t i c e s  
o f  th e  a g e n c ie s ;

(11 ) e n te r  i n t o  and e n fo r c e  a l l  c o n t r a c t s  n e c e s s a ry  o r  
d e s i r a b le  f o r  th e  f u n c t io n s  o f  th e  c o m m it te e ;

(12 ) p r o v id e  f o r  an nua l p o s t - a u d i t s  o f  th e  A la s k a  
H ou s in g  F in ance  C o r p o r a t io n  and th e  A la s k a  I n d u s t r i a l  D e v e lo p ­
ment A u t h o r i t y .

(b )  N o th in g  i n  t h i s  c h a p te r  a u th o r iz e s  th e  r e f e r r a l  by 
th u  p r e s id in g  o f f i c e r  o f  l e g i s l a t i o n  t o  th e  tn m m lt te e  a t  
r e g u la r  o r  s p e c ia l  s e s s io n s  o f  th e  l e g i s l a t u r e .  (Sec 2 ch 
95 SLA 1971; am Sec 1 ch 74 SLA 1977; am Sec 2 ch 57 JLA 
1979; am Sec 3 ch 18 SLA 1980; am Sec 32 ch 106 SLA 1980)

E f f e c t  o f  amendments. -  The 1979 amendment added p a ra g ra p h  
(8 )  o f  s u b s e c t io n  ( a ) .  The f i r s t  1980 amendment, e f f e c t i v e  
A p r i l  9 , 1980 added p a ra g ra p h s  (9 )  th ro u g h  ( ! ’ )  i n  sub* 
s e c t io n  ( a ) .  The second 1980 amendment, e f f e c t i v e  June 21, 
19U0 added p a ra g ra p h  ( 1 2 ) .

AS 2 4 .2 0 .2 0 6 . D u t ie s .  The L e g i s l a t i v e  Budget and A u d i t  
C b m n it tc o  s h a l 1

(1 )  r e p o r t  t o  th e  l e g i s l a t u r e  i t s  recom m endations 
r e l a t i n g  t o  th e  c o n f i r m a t io n  o f  a p p o in te e s  t o  th e  Board o f  
T ru s te e s  o f  th e  A la ska  Permanent Fund C o r p o r a t io n  and th u  
Board o f  T ru s te e s  o f  th e  A la ska  Rcnewablo R esources C orpo­
r a t i o n ;

(2 )  a n n u a l ly  re v ie w  th e  lo n g - ra n g e  o p e r a t in g  p la n s  o f  
a l l  a g e n c ie s  o f  th e  s t a t e  w h ic h  p e r fo rm  le n d in g  o r  In v e s tm e n t 
f u n c t I o n s ;
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(-. review periodic reports from all agencies of the 
state which perform lending or investment functions;

(4) present a complete report of investment programs, 
plans, performance, and policies of all agencies of the 
state which perform lending or investment functions to the 
legislature w it hin 30 days after the c o n v e n i n g  of each 
regular session;

(3) present to the legislature w i t h i n  30 days after 
the convening of each regular s e s s i o n  a r e v i e w  of the report 
of the governor under AS 37.07.020(d) w i t h  recommendations 
for needed legislation;

(6) in conjunct ion wi th the finance committee of each 
h o u s e  recommend ann ually to the legislature the investment 
p o l i c y  for the general fund surplus and for the income from 
the permanent fund;

(7) provide for an annual post audit and annual 
operational and performance  e v a l u a t i o n  of the Alaska P e r m a­
nent Fund C o rporation investments and Investment programs;

(8) provide for an annual operati onal and performan ce 
^valua tion of the Alaska H o u s i n g  Finance C o r p o r a t i o n  and the 
Alaska Industrial Development Authority; the performance 
e v a l u a t i o n  shall include, but is not limited to, a c o m­
parison of the impact on various sectors of the economy by 
public and private lending, the Impact on resident and 
nonres i d e n t  employment, the Impact on real wages, and the 
impact on state and local o p e r a t i n g  and capital budgets of 
the programs of the Alaska H o u s i n g  Finance C o r p o r a t i o n  and 
the Alaska Industrial Development Authority. (Sec 2 ch 18 
SLA 1980; air sec 33 ch 106 SLA 1980)

Effect of amendment. - The 1980 amendment, eff ective M a y  1, 
1980, added paragraph (9). Effective date. - Sect ion 11, ch 
18 S1.A 1983, makes this soct lon ef fec t i v e  April 9, 1**80 in 
accordance with AS 01.10.070(c).

AS 24.20 . 209. Records. The L e g i s l a t i v e  Budget and Audit 
ComiaiTtee"slial I keep a comple te file of all reports pre sented 
to it and all reports pr esented by it t) the legislature or 
to a legislative committee. (Sec 2 ch 1A SLA 1980)

Effective date. - Section  11, ch 18 SLA 1980, makes this 
section cffertive April 9, 1980, in a c c o r d a n c e  with 
AS 01.10.070(c).

AS 2 4 .20,211. legislative finance division. The legislative 
TTnancc tTfvTalon is e s t a b l i s h e d  as a p e r m anent staff agency 
responsible to the legislative Budget and Audit Committee 
for performance of fiscal analysis  and budget review functions. 
(Sec 2 ch 93 SLA 1971)
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AS 2 4 . 2 0 . 2 2 1 . Staff. (a) Th i co mnittee shall hire and 
determine the salary of the legislative fiscal analyst w h o  
shall serve both at the d i r e ction and pleasure of the c o m­
mittee. The fiscal analyst shall serve as head of the 
finance division and, w i t h i n  the limits of the budget a p­
proved b y  the committee, shall employ and determine the 
c o mpe nsation of the pro fessional and clerical staff of the 
division, (b) The fiscal analyst  and members of the p r o f e s­
sional and clerical staff shall not j o i n  or support a p a r t i­
san political organization. This p r o h i b i t i o n  does not 
prevent the fiscal analyst or memb ers of the staff from 
joining social organizations, e x p r e s s i n g  private opinion, 
register ing as to par ty or voting. (Sec 2 ch 95 SLA 1971)

AS 24.20.231. Duties. The L e g i s l a t i v e  Finance Division 
F R a T l ----------

(1) analyze the budget and a p p r o p r i a t i o n  requests of 
each department, institution, bureau, board, commis s i o n  or 
other agency of state governmentj

(2) analyze the revenue r equirements of the statei
(3) provide the finance c ommittee s of the legislature 

w i t h  comprehensive budget r eview and fiscal analysis services!
(4) cooperate with the d i v isi on of budget and m a n a g e­

ment in establi shing a c o m p r e h e n s i v e  s ystem for state p r o g r a m  
b u d g e t i n g  and financial man age m e n t  as set out in the E x e c u­
tive Budget Act (AS 3 7 . 0 7 ) j

(5) complete studies a*«d prepare reports, m e m o r a n d a  or 
other materials as directed by the Legislative Budget and 
Audit Committee!

(6) with the governo r's permission, des ignate the 
legislative fiscal analyst to serve ex o f f i c i o  on the governor's 
budget review committee. (Sec 2 ch 95 SLA 1971)

AS 2 4 . 2 0 . 2 4 1 . Legislative Audit Division. The legislative 
audit division is establ i s h e d  as a permanent staff agency 
responsible to the L eg islative Budget and Arllt Comm ittee 
for completion of the post- audit function. (Sec 2 ch 95 SLA 
1971)

AS 2 4 .2 0 . 2 5 1 . Q u a l ifications and appointment of legislative 
nucTTtorT^ fa) the legislative auditor shall be a certif ied 
public accountant of this state, or of another state h av ing  
requirements equivalent to those of this state, with at 
least five years of practice in the profession, or the 
e q u l v a’cnt, before his appointment.

(b) The Legisl a t i v e  Budget and Audit Committee shall 
examine persons to sorve as legislative auditor and, upon 
’‘ompletlon of the examination, place the name of the p e rson  
selected In nominat ion before the legislature. If the 
legislature is not In session, the p erson nominated shall
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carry out the duties of the office until the next session of 
the legislature at which time the name of the person nomi- 
nated shall be presented to the legislature for appointment.

(c) The legislative auditor serves at the p l e asure of 
the legislature. However, w h e n  the legislature is not in 
session, the auditor may be removed for cause by a m a j ority 
vote of the Legislative Budget and Audit Committee after 
notice by, and a h e a ring before, the committee. (Sec 2 ch 
95 SLA 1971)

AS 2 4 . 2 0 . 2 6 1 . Staff. (a) The legislative auditor shall 
serve as head of the audit division  and, within the limits 
of the budget approved by thd committee, shall e m ploy and 
determine the compensation of the professional and clerical 
staff of the division.

(b) The auditor and members of the professional and 
clerical staff may not j o i n  or support any par ti s a n  p o l i t i­
cal organization. This p r o h i b i t i o n  does not prevent the 
auditor or members of the staff from J o i n i n g  social o r g a n i­
zations, expressing private opinion, r e gis tering as to part y 
or voting. (Sec 2 ch 95 L l.A 1971)

AS 2 4 . 2 0 . 2 7 1 . Powers and duties. The legislative audit 
divisio n shall (1) conduct a p e r f o r m a n c e  post-audit of 
boards and commissions designated in AS 44.66.010 and of 
those programs and activities of agencies subject to t e t m i - 
nation as determined in the manner set out in AS 44.66.020- 
44.66.040, and submit the audit, together w i t h  a w r i t t e n  
report, not later than the first day of the regular session 
of the legislature convening in each year set out with 
reference to boards, commissions or agency programs whose 
activities aie subject to termination  as prescribed in 
AS 44.66)

(2) audit at least once every three years the books 
and accounts of all custodians of public funds and all 
disbursi ng officers of the state;

(3) at the di rection of the L e gi slative Budget and 
Audit Committee, conduct perfor m a n c e  post-audits on any 
agency of state govcr.unent;

(4) cooperate with state agencies by offering ulvlce 
and assistance as requested in e s t a b l i s h i n g  or improving the 
accounting systems used by state agencies)

(5) require the a ssistance and co oper a t i o n  of all 
state officials and other state employees in the lnspcctl n, 
examination and audit of state agency books and accounts;

(6) have access at all times to the books, accounts, 
reports or other records, w h e t h e r  confidential or not, of 
every state agency)

(7) ascertain, as necess ary foi audit verification, 
the amount of agency funds on deposit in any bank as shown 
on the books of the hank; no bank may he held liable for 
making information requ ired under this paragraph available 
♦o the legislative audit division)
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(8) complete studies and prepare reports, m e m o ran da or
other materials as directed by the Legislative Budget and
Audit Committee;

(9) have direct access to any informati' n related to 
the management of the U n i v e r s i t y  of Alaska and have the same 
right of access as exists with respect to every other State
agency. (Sec 2 ch 95 SLA 1971; am Sec 4 ch 46 SLA 1977; am
sec 4 ch 149 SLA 1977)

Effect of amendments. - The first 1977 amendment added 
p aragraph (9). The second 1977 amendment rewrote paragraph 
(1).

Editor's note. - Section 1, Ch. 149 SLA 1977, provides;
"The legislature finds that the substantial Increase in the 
number of state agencies, boards and commissions, and the 
proliferation of rules and regulations which each has 
adopted have contributed to a public disenchantment with  the 
operation of state government, and that there is need for an 
effective and regular s y s t e m  of scrutiny of the programs and 
activities of all agencies, board't and commissions. The 
legislature further finds that tne establishment of a s ystem  
for periodic review by the public and the executive and 
legislative branches of cert ain state agencies, boards and 
commissions will help the governor and the legislature to 
determine the need for the continued existence of each of 
the agencies, boards and commission s."

Legislative committee report. For a report on ch 46 SLA 
1977 (HCSSR 261), see 1977 House Journal, p. 1019.

Subjection (6) gives audit division access to state agency 
records. - Although AS 23.3.110(a) and 43.20.190(a) g u a r a n t e e  
confidentiality of records in the Department of Labor and 
Revenue, nubHuction (6) of this section enables the D i v i sion  
of Audit to have access to the records of every state 
agency whether confidential or not. 1972 Op. Att'y Con.

But confidential tax and wage records held protect u lv 
Alaska Cons., art 1, sec 22. - A legislative auditor nu y not 
examine c o n r identlal records on file for state income tax 
returns and wage Information submitted by employees and 
employers to the Department of Labor in connection with the 
administration of the State Employment Security Act to 
detctinino if persons rece iving assistance from the D e p a r t­
ment of Hcaltli and Social Services under their Adult Public 
Assistance and Aid to families with dependent chlldron were 
eligible. Such data is w i t h i n  the ambit of p rotection  
intended to be afforded the right of privacy under Alaska 
Const., art I, sec 22. 1972 Op. A tt'y Gen.
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AS 2 4 . 2 0 . 2 8 1 . Special Audit. A member of the legislature 
m a y , in w r i t i n g  and with at least six days notice, request 
that the Budget and Audit Comm ittee direct a special audit 
of any state agency or determine the propr iety of any expendi 
ture of state funds received by any political subdiv i s i o n  or 
other entity o b t a inin g state funds. Should a m a j o r i t y  of 
the committee vote to approve the request, the legislative 
audit division shall make the audit. (Sec 2 ch 95 SLA 1971)

AS 2 4 . 2 0 . 2 9 1 . Conflict of interest. The legislative auditor 
the supervisor of audit, the legislative fiscal a n alyst  and 
members of the staff of the legislative finance and audit 
divisions may not serve in ex offici o or other c a p a c i t y  on 
any board (except as authorized in Sec 231 (6) of this 
chapter), commission or other a d m i n ist rative agency of state 
governmentj nor may they have a financial interest in t r a n s­
actions involving any agency of state government. (Sec 2 ch 
95 SLA 1971)

AS 2 4 . 2 0 . 3 0 1 . Records. (a) The legislative audit d i v ision 
s E a T T T e e p  a complete file of all audit reports and other 
reports or relcaser issued by the division, and a comp lete 
file of audit work papers and other related s upportive 
material. The division shall also keep *» complete and 
accurate record of u l 1 fiscal tronsactions involving the 
division.

(b) The legislative finance division shall keep a 
complete file of all budget reports and other reports or 
releases Issued b y  the d ivision and a complete and accurate 
record of all fiscal transactions involving the division.
(Sec 2 ch 95 SLA 1971)

AS 24.70.311. Reports. The committee  shall file copies of 
Its""approveJ audit reports Including any committ ee rer i- 
moml.itlions w i t h  the governor, the agency c o n c erned a».u whe 
Legislature. An annual report s u m m a r i z i n g  the audit reports 
an.' committee recommendations made during the yi.ir shall be 
filed with the governor and with the legislature w i t h i n  the 
first five days of each regular s e s sion of the legislature. 
Reports shall be approved by a m a j orit y of the committee 
before their release and shall he open to public inspection 
after their release to the legislature. (Sec 2 ch 95 SLA 
1971)

AS 2 4 . 30.060(b) "... bills introduced by the legislative  
Iludgot amT'AucTTt Committ ee shall be deliv ered w i t h  a letter 
of explanation to the rules committee of cither house and 
bear the inscrip'. Ion "Rules Comm ittee bv Request of the 
Legislative Budget end Audit Committee.
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