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INTRODUCTION OF BILLS (Senate)(cont*d)

SB 19A (coat’d)
Provides Act effective immediately.

Introduced February 20 and referred to State Affairs and Judiciary.

Retirement SENATE BILL NO. 195. by the Rules Committee by request of the
Benefits Legislative Council (for the Blue Ribbon Commission on the State
(limiting Personnel Act). Adds new subsections to AS 14.25.173 (Adjustment

adjustments) of Teachers' Retirement Benefits) and AS 39.35.520 (Adjustment
of Public Emp. Retirement Benefits) which state that an adjust-
ment which requires repayment of benefits may not be made under
the section if (1) the incorrect benefit was first paid two years
or more before the member or teacher or beneficiary (employee or
beneficiary) was notified of the change or error; (2) the change
or error was not caused by the member or teacher or beneficiary
(employee or beneficiary); and (3) in the case of Public Employees’
Retirement System, the change or error relates to the employee's
credited service with the state and not with another participating

employer. Act is retroactive to July 1, 1979. Effective immedi-
ately.

Introduced February 20 and referred to State Affairs and Finance,

Public Emp. SENATE BILL NO. 196. by the Rules Committee by request of the
Retirement Legislative Council (for the Blue Ribbon Commission on the State
Board Personnel Act). Changes the membership on the Public Employees'

(membership) Retirement Board (AS 39.35.030). Currently,of the five members,
three shall be members of the Personnel Board in the Dept, of
Administration and the remaining two shall be members of the
Public Employees' Retirement System, elected by members of the
system. Bill changes composition of board so that one member
is appointed by the Governor and the remaining four are members
of the system, elected by the members of the system. Also adds
a requirement that at least one of the elected board members be
retired. Sec. 2 of bill states that a person serving on the
3oard on the effective date of Act who was from the Personnel
3oard of the Dept, of Admin, shall continue to serve until his
successor is elected or appointed by the Governor. Does not
provide for effective date.

Introduced February 20 and referred to State Affairs.

Regulations SENATF BILL NO. 197, >y tha Rules Committee by request of the

(adoption of Legislative Council (for the Blue Ribbon Commission on the State

by retire- Personnel Act). Amends law so that regulations adopted by the

ment systems) state retirement systems are subject to the provisions of the
Adminstrative Procedure Act. Currently sections is AS 39.35 and
AS 14.25 relating to the adoption of regulations by the systems
state that the regulations relate to the internal management of
state agencies and their adoption is not subject to the Admin.
Procedure Act. (Bill repeals and re-enacts 39.35.042 and 14.25.022.)

Does not provide for effective date. Introd. 2/20, ref. to State
Affairs & Judiciary.
Fed. Mgrnt. SPONSOR SUBSTITUTE FOR SENATE BILL NO. 36, (see p. 16). Makes
Areas following changes to original bill: ' establishes the commission
(citizens' as a temporary advisory agency "of the executive branch" of the

adv. comm.) state and states that commission shall consider the views of
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"laslm j8 taif ~legislature

BLUE RIBBON COMMISSION ON THE Senator Bill Ray
S'iATE PERSONNEL ACT Chairman
Pouch AG/Mail Stop 0123
juneau. alaska Juneau, Alaska 99811

(907) 465-4442

MEMORANDUM April 20, 1981
TO: Senate State Affairs Committee
FROM: Teresa B. Cramer

Administrative Assistant

SUBJECT: SB 194: Relating to Nepotism in State Employment

The present statute prohibiting nepotism in state employment
is directed at relatives of the executive head of a department or agency.
It prohibits the employment of anyone related within the second degree
of kindred to the executive head. However, the Personnel Rules also
prohibit the employment of persons related within the second degree of
kindred to the head of the division or subdivision within which the
person is working. (PR 13 09.2). In addition, the Rule requires that
before a person may be employed in the same agency with a close relative,
that the Director of Personnel and the appointing authority for the
department or agency must give express approval to the appointment.

(PR 13 09.3)

The scope of the Personnel Rules is broader than the scope of
the statute. The Attorney General has advised the Division of Personnel
that the Rules are therefore not completely enforceable. The Blue
Ribbon Commission considered the issue and the majority recommends that
the scope of the statute be enlarged to include the provisions of the
Personnel Rules. While provisions against nepotism limit the opportunities
of some Alaskans to find employment with particular offices in the
state, the disadvantage to those people should be weighed against the
appearance of impropriety and favoritism which is created if relatives
of the head of a division or department are working within that division
or department.

The Director of Personnel advised the commission.that in the
past he has routinely approved waivers for relatives to work in a non-
supervisory status in the same office. The majority of the commission
recommends that requirement for review of these situations be placed in



Senate State Affairs Committee
April 20, 198!
Page Two

the statute to provide a mechanism for review should an instance of
abuse arise.

SECTION BY SECTION ANALYSIS

Section 1. Subsection (a) prohibits the employment of a
person related to the top-level managers of a department or agency. It
encompasses the present substance of AS 39.10.010 and extends it to
include deputy and assistant commissioners.

Subsections (b) and (c) extend the scope cf the statute to
include the provisions of the Personnel Rule. Subsection (b) prohibits
the employment within a particular division of persons related to the
division director. It applies to all three branches of government.

Subsection (c) provides that before two close relatives may
work in the same office in the executive branch of government, the
Director of Personnel and the person who is making the hiring decision
must both approve the appointment in writing.

Section 2. Because the state is operating without an effective
nepotism law, the commission recommends that the bill take effect
immediately.

TBC:Imk
Attachment



PERSONNEL RULES

09.0 Nepotism

13 09.1 No person may be employed in a position in any agency
who is the spouse of nr is related by blood or marriage within
and including the second degree of kindred to the appointing
authority of the agency.

13 09.2 No person may be employed in a position in any division
or subdivision of any agency who is the spouse of or is related
by blood or marriage within and including the second degree of
kindred to the head of the division or subdivision of the
agency.

13 09.3 No person may be employed in a position in any agency
who is the spouse of or is related by blood or marriage within
and including the second degree of kindfed to any other employee
in the agency without the expressed approval of the appointing
authority and the Director.






Senate Bill 195 Limiting the Adjustment of Retirement
Benefits,

PURPOSE

This bill remedies a problem which the commission was advised
of in testimony from a retired state employee. When the employee retired
in 1976, she had been advised on four separate occasions by the staff of
the Division of Retirement and Benefits that she was eligible for more
than nine years of credited service with the state. Shortly after she
retired the legislature amended the retirement laws and she was told
that she would receive credit for an additional three years because of
her military service. She began receiving retirement benefits on that
basis.

In 1979 the division wrote to advise her that their original
computations had been in error and that her years of employment with the
University of Alaska could not be included in her credited service.
Therefore, she had received over $5000 in benefits which she would have
to repay. They reduced the amount of her check by $100 to be credited
towards that overpayment, in addition to reducing the check to the
amount she was actually entitled to receive. The basis for denying
credit for the employee's period of service with the University of
Alaska was a regulation adopted by the Division of Retirement and
Benefits in 1978 — two years after she had retired.

The'employee appealed to the Public Employee Retirement Board,

which can waive collection of overpayments in cases of hardship. In

-41-



determining whether there would be hardship to the employee, the
board considered her family's financial situation and found that she
was not entitled to the waiver.

Commission members discovered that this was not an isolated
instance. A number of retired state employees have undergone
similar experiences. They relied on assurances from the division
of retirement and benefits only to discover a considerable time later
that errors had been made and that their benefits would be reduced.

The commission recommends that a two-year statute of
limitations be placed on the collection of overpayments. Two years
gives the Division of Retirement and Benefits ample time to audit
its records and find and correct any errors made. After that period
of time, a retired person should be freed from the burden of having
to pay back the state for mistakes of the state's employees. This
protection should be available only in cases where the retired
person did not contribute to causing the error. It should not
apply to persons working for employers other than the state, since
those employers may not be in a financial position to absorb the

cost of errors made by state employees.

SECTION BY SECTION ANALYSIS
Section 1. AS 14.25.173 is amended by adding a new subsection to read:

(b) An adjustment which requires repayment of benefits may not be
made under this section if

(1) the incorrect benefit was first paid two years or more
before the member or teacher or beneficiary was notified of the change



or error; and

(2) tne change or error was riot caused by the member or
teacher or beneficiary.

Comment

This section amends the Teachers Retirement System
by prohibiting the Division of Retirement and Benefits
from decreasing benefits in order to collect for a
previous overpayment if two conditions are met. The
first condition is that the overpayment began two years
or more before the division told the retired teacher of
:he error. The second condition is that the teacher

did not cause the error.

Sec. 2. AS 39.35.520 is amended by adding a new subsection to read:

(b) An adjustment which requires repayment of benefits may not be
made unde- this section if

(1) the incorrect benefit was first paid two years or more
before the employee or beneficiary was notified of the change or error;

(2) the change or error was not caused by the employee or
beneficiary and

(3) the change or error relates to the employee's credited
service with the state and not with another participating employer.

Comment

This section amends the Public Employee Retirement
System in the same way that section 1 amends the TRS. How
ever, in this section there is an additional condition. The

error in computation must relate to the employee's credited

-43-



service with the state, and not with another participating

employer.

Sec. 3. This Act is retroactive to July 1, 1979.
Sec. 4. This Act takes effect immediately in accordance with AS 01.10.-
070(c).

Comment

Section 3 makes the Act retroactive in order to

include the retired person who testified before the

commission. Section 4 provides that the Act takes

effect immediately in order to address the hardship to

retired state employees.
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Referred: State Affairs and Finance
-db*" TIl&i RULES COMMITTEE BY
,X> /) V' REQUEST OF THE LEGISLATIVE
£ COUNCIL (for the Blue Ribbor
20 Commission on the State
IN THE SENATE Personnel Act?

SENATE BILL NO. 195

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TWELFTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act limiting the adjustment of retirement benefits;
7 and providing for an effective date."

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

9 * Section |. AS 14.25.173 is amended by adding a new subsection to read:
10 (b) An adjustment which requires repayment of benefits may not be
n made under this section If

r (1) the incorrect benefit was first paid two years or more
13 before the member or teacher or beneficiary was notified of the change
14 or errori and

10 (2) the change or error was not caused by the member or
10 teacher ot beneficiary.

Ir  * Sec. 2. AS 39.35.520 is amended I>y adding a new subsection to read:
B <I») An adjustment which requlres repayment: of benefits may not he
0 made under this section If

D (1) the incorrect benefit was first paid two years or more
2 before the employee or beneficiary was notified of the change or error;
2 (2) the change or error was not caused by the employee or
23 beneficiary; and

24 (3) the change or error relates to the employee'3 credlced
Vo service with the state and not with another participating employer.

YY) * Sec. 3. This Act is retroactive to .July 1, 1979,

27 * Sec. 4. This Act takes effect immediately in accordance with AS 01.10.-
25 070(c).

29
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Senate Bill 195. Limiting the Adjustment of Retirement
Benefits,

purpose

This bill remedies a problem which the commission was advised
of in testimony from a retired state employee. When the employee retired
in 1976, she had been advised on four separate occasions by the staff of
the Division of Retirement and Benefits that she was eligible for more
than nine years of credited service with the state. Shortly after she
retired the legislature amended the retirement laws and she was told
that she would receive credit for an additional three years because of
her military service. She began receiving retirement benefits on that
basis.

In 1979 the division wrote to advise her that their original
computations had been in error and that her years of employment with tne
University of Alaska could not be included in her credited service.
Therefore, she had received over $5000 in benefits which she would have
to repay. They reduced the amount of her check by $100 to be credited
cowarus that overpayment, in addition to reducing the check to the
amount she was actually entitled to receive. The basis for denying
credit for the employee's period of service with the University of
Alaska was a regulation adopted by the Division of Retirement and
Benefits in 1978 — two years after she had retired.

The'employee appealed to the Public Employee Retirement Board,

which can waive collection of overpayments in cases of hardship. In



determining whether there would be hardship to the employee, the
board considered her family's financial situation and found that she
was not entitled to the waiver.

Commission members discovere: that this was not an isolated
instance. A number of retired state e-ployees have undergone
similar experiences. They relied on assurances from the division
of retirement and benefits only to discover a considerable time later
that errors had been made and that their benefits would be reduced.

The commission recommends that a two-year statute of
limitations be placed on the coliecticr of overpayments. Two years
gives the Division of Retirement and Benefits ample time to audit
its records and find and correct any er-ors made. After that period
of time, a retired person should be freed from the burden of having
to pay back the state for mistakes of re state's employees. This
protection should be available only in cases where the retired
person cid not contribute to causing tr.e error. It should not
apply to persons working for employers ether than the state, since
these errloyers ray not be ir a xirarcia® position to absorb the

cost of errors made by state employees.

SECTION BY SECTION ANALYSIS

Section 1. AS 14.25.173 is amended by adding a new subsection to read:

(b) An adjustment which requires repayment of benefits may not be
made under this section if

(D the incorrect benefit was first paid two years or more
before the member cr teacher cr bene-ic'sry was notified of the change



or error; and

(2) the change or error was not caused by the member or
teacher or beneficiary.

Comment

This section amends the Teachers Retirement System
by prohibiting the Division of Retirement and Benefits
from decreasing benefits in order to collect for a
previous overpayment if two conditions are met. The
first condition is that the overpayment began two years
or more before the division told the retired teacher of

the error. The second condition is that the teacher

cid not cause the error.

Sec. 2. AS 39.35.520 is amended by adding a new subsection to read:

(b) An adjustment which requires repayment of benefits may not be
maae under this section if

(1) the incorrect benefit was first paid two years or more
before the employee or beneficiary was notified of the change or error;

(2) the change or error was not caused by the employee or
beneficiary; and

(3) the change or error relates to the employee's credited
service with the state and not with another participating employer.

Comment

This section amends the Public Employee Retirement
System in the same way that section 1 amends the TRS. How-
ever, in this section there is an additional condition. The

error in computation must relate to the employee's credited



service with the state, and not with another participating

employer.

Sec. 3. This Act is retroactive to July 1, 1979.
Sec. 4. This Act takes effect immediately in accordance with AS 01.10 -
070(c).
Comment
Section 3 makes the Act retroactive in order to
include the retired person who testified before the
commission. Section 4 provides that the Act takes
effect immediately in order to address the hardship to

retired state employees.
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TO: ALL MEMBERS', SENATE STATE AFFAIRS COMMITTEE

FROM: CATHERINE J. LARSON, SR BOX 2096 R, ANCHORAGE 99507
PRESIDENT, AK STATE RETIRED TEACHER'S ASSOCIATION

THE ALASKA STATE TEACHER'S RETIREMENT ASSOCIATION SUPPORTS
LEI\JII':QF:\t;\ A FAIR AND EQUITABLE WAY TO DEAL WITH ADJUSTMENTS OF RETIREVI\\{IENT



JMaska “legislature

BLUE RIBBON COMMISSION OH THE Senator Bill Ray
STATE PERSONNEL ACT Chai rman
\la55 Pouch AG/Mail Stop 0123
JUNEAU. ALASKA Juneau, Alaska 99811

(907) 465-4442

MEMORANDUM April 7, 1981
TO: Senate State Affairs Committee
PROM: Teresa B. Cramer

Administrative Assistant

SUBJECT: Senate Bill 195: Limiting the Adjustment of Retirement
Benefits

BACKGROUND

. This bill remedies a problem which the Blue Ribbon Commission
was advised of in testimony from a retired state employee. When the
employee retired in 1976, she had been advised on four seﬁarate occasions
b){_ the staff of the Division of Retirement and Benefits that she was
eligible for more thap nine years of credited service with the state.
Shortly after she retired the legislature amended the retirement laws
and she was told that she would Teceive credit for an additional three
ears because of her military service. She began receiving retirement
enefits on that basis.

. In 1979 the division wrote to advise her that their original
computations had been in error and that her years of employment with the
University of Alaska could not be included in her credited service.
Therefore, she had received over $5000 in benefits which she would haye
to repay. They reduced the amount of he” check by $100 to be credited
towards” that overpayment, in addition to reducing” the check to the
amount she was actuyally entitled to recejve. The basis for denying
credit for the emPonee's period of service with the University “of
Alaska was a requlation adopted by the Division o* Retirement and
Benefits in 1978 — two years aftér she had retired.

, The emplo?/ee appealed to the Public Employee Retirement Board,
which can waive collection of gverpayments in cases’ of hardsh|R. In
determining whether there would be fardship to the employee, the board
considered™ her famjly's financial situation and found that she was not
entitled to the waiver.

, Commission members discovered that this was not an isolated
instance. A number of retired state employees have undergone similar



Senate State Affairs Committee
April 7, 1981
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experiences. They relied on assurances from the Division of Retirement
and Benefits only” to discover a considerable time later that errors had
been made and that theirbenefits’ would be reduced.

, The commission recommends that a two-year statute of limita-
tions be placed on the collection of overpayments. Two years gives the
Division of Retirement and Benefits ample time to audit 1ts records, and
find and correct any errors made, After that period of time, a retired
?erson, should be freed from the burden of having to pay back the state
or mistakes of the state's employees. This protection should be avail-
able only in cases wherethe retired person did not contribute to causing
the error. It should not apply to persons working for employers other
than the state, since those employers may not be in a financial position
to absorb the cost of errors made” by state employees.

SECTION BY SECTION ANALYSIS

... Section 1 amends the Teachers Retirement System by prohibiting
the Division of Retirement and Benefits from decreasing benefits in
order. to collect for a previous overpayment if two conditions are met.
The first condition is that the overpayment be?an two years Qr more
before the division told the retired teacher of the error. The second
condition is that the teacher did not cause the error.

Section 2 amends the Public Employee Retirement System in the
same way that section 1 amends the TRS. However, in this section there
Is an additional condition. The error in computation must relate to the
employee's credited service with the state, and not with another partici-
pating employer,

, Section 3 makes the Act retroactive in order to include the
retired person who testified before the commission.

Section 4 provides that the Act takes effect immediately in
order to address the hardship to retired state employees.

TBC:Imk
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TWELFTH LEGISLATURE

REQUEST
Bill/Rescimion No. Sena:
Title_ An Act lim tino the Adjustment of retirement Benefits

Requested bv Senator Vic Fiscner Dete.

FISCAL DETAIL

Agency Affected Administration - Division of Retirement and Benefits
Program Category Affected Laoor Services -
EJ Program, or Subprogram”T Affected ~ 02-96-8-01-01-01 (PERS)

(Note If more than one budget component is affected, separate line-item amounts and funding for each

component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

| FY 81 | FY 82 FY 83 FYy 84
PERSONAL SERVICES 1
TRAVFT J
CONTRACTUAL i
COMMODITIES 1
EOUTPMENT
LAND & STRUCTURES
STATE TRS MATCHING
BENEFITS
TOTAL -0- -0- N =N

FUNDING (Thousands of Dollaxs)

GENERAL FUND | 1 | !

FEDERAL FUNDS i

CFY 85

i i i
VETERAN'S RUND i i i 1 |
FISH i GAVE .-UNO i i > i i
HIGHWAY RIND i i | 1 1
AIRPORT FUND 1 1 1 1
CAPITAL FRUND 1 1 1
PERS I 1 1
TRS 1 i i
POSITIONS “ONE
FULL TTME 1 1 1.
PART TIME | 1 1
TEMPORARY 1 1 1
I1I. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
Undoubtedly there will be some costs to the retirement system, but they cannot
be measured. In most instances the individual adjustment would be small.

Original: Legislative Finance PHONE Rijj-aafiQ

cc:

Budce! and Management

Prime Sponsor (First Legislator Named) Senator Ray
e «» .nunrnnr /l'aith ark)nn”

FY 86



TWELFTH LEGISLATURE

HiCAI-NQTL
REQUEST ) )
BiU/Resolution No. Senate 3ill tip. 195
Title An Act Limitino the Adjustment of Retirement Benefits
Reauested bv Date

11, FISCAL DETAIL

Agency Affected Administration - Division of Retirement S Benefits

Program Category Affected Laoor service: ana tlementarv 6 Seconoary Education

3RU, Program, or Subprogram(s) Affected U<J-S0-8-01-JFD'2 TTKTOy-TI-tS-02-01-00 (TRS MATCH)

(Note: If more than one budget component is affected, separate line-item amounts and funding for each

component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)
1 FY 31 FY 82 FY 33 1 FY 84 . FY 85 1 FY FRifi
100 PERSONAL SERVICES 1
700 TRAVFT 1
300 CONTR ACTTIAT 1 v
400 COMMODIT/FR
500 EQUIPMENT
600 LAND 4 STRUCTURES
700 STATE TRS MATCHING
100 3ENEFITS
TOTAL -0- -r- -0- -0- -0- -0-

FUNDING  (Thousands of Dollars)
GENERAL FUND | 1 | 1 1
FEDERAL FUNDS 1 [
VETERAN'S FUND 1
FISH i GAME FUND i 1 1 1
HIGHWAY FUND 1 1 1. 1
AIRPORT FUND 1 | 1
CAPITAL FUND 1 1 1 1
FEF.S 1 t 1 i 1
TRS 1 1 1 1 1

POSITIONS f.'ONF
FULL TIME 1 1 |
PART TIME i 1 1
TEMPORARY L. ... . 1 1 1
[II. ANALVSIS (See Fiscal Note Preparation Instructions, Section 111)

Undoubtedly there will be some costs to the retirement system, but they cannot

be measured. In most instances the individual adjustment would be small.

4/07/8"
IV. DATE PREPARED 3Y
AGENCY

Onpnal: Legislative Finance PHONE
cc: Budget and Management

Pnmc Sponsor (First Legislator Named)
O ffice of tne Governor (Keith Seeching)






Alaska jniaie 'jCsgislairtrB

BLUE RIBBON COMMISSION ON THE Senator Bill Ray
STATE PERSONNEL ACT Chai rman
Pouch AG/Mail Stop 0123
Juneau, Alaska 99811
(907) 465-4442

MEMORANDUM April 3, 1981
TO: Senate State Affairs Committee
FROM: Teresa B. Cramer

Administrative Assistant

SUBJECT: SB 196 Relating to the Membership of the Public
Employees Retirement Board.

This bill amends the Public Employees Retirement Act to change
tH membership of the Public Employees Retirement Board. The law.pre-
sently requires that the three members who are appointed to the Personnel
Board shall also serve on the PERB. AS 39.35.030. Those three indivi-
duals are also, by statute, appointed to the Labor Relations Agency,
which is involved in collective bargaining issues. AS 23.40.250(3).

The activities of both the LP.A and the PERB have grown considerably
recently. In the last legislative session, the PERB was made responsible
for overseeing the supplemental employee benefit program and the deferred
compensation program for state employees. AS 39.35.040(9) and (10).

The increase in the number of state employees who are members of collective
bargaining organizations has led to additional work for the LRA. The

three members of the Personnel Board are citizen volunteers appointed by
the Governor who are not employed by the state.

While the issues which are addressed by the Personnel Board
are related to some of the issues addressed by the Labor Relations
Agency, this is not the case with the subjects of concern to the Public
Employees Retirement Board. Therefore, the Blue Ribbon Commission
recommends that the members of the Personnel Board continue to serve
as the members of the LRA and that they be removed from the PERB. The
PERB should be composed of four elected members and one member appointed
by the Governor. In addition, the commission recommends that one of the
elected members should be a retired person to insure that those most
directly affected by the system have a voice in the decision-making body.

Section 1 of the bill sets out the changes in membership of
the PERS board which are discussed above.

Section 2 is a temporary measure to enable the board to continue
to ict until new members have been selected according to the new method.

TBC: Imk



JEISCAL. NOTE

L REQUEST

B21/?.tsol«jpn Ng. Senate Bill H. 196
—r.t. b- MCt Relating to tne flemoersr.ip or ma I'uanc Employees Retirement Boam
Requested by~ :=neior riscner Date “103/S1

FISCAL DETAIL

Agency Affected Administration - Division of Retirement and 3enefits

Program Category Affected. Laoor Services . —

BRU, Program, or Subprogramls! Affected 62-96-6-01-01-01 (PERS)

(Note: Ifnon than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 31 FY 82 ) FY 33 FY 34 Fy 85 FY 36

1
100 PERSONAL SERVICES 1
200 TRAVEL 1 1 1
300 CONTRACTUAL 1
ano roxrvionmES 1
500 EOLTPVFENT

600 LAND & STRUCTURES 1
700 STATE TRS MATCHING j o1
100 3ENEFT7S
TOTAL -0- id.O A A o 0-

PTNDING (Thousands of Dollars)

rT?N-rp.\r nrvri ( 1 1
FEDERAL FLNDS | 1
VETERAN'S FUND 1
FISH i GAME FUND !
HIGHWAY FUND 1
AIRPORT FUND 1 1
CAPITAL FUND - |
PEPS 1 M.O 1
RS 1 1,
POSITIONS NOVE
FULL TTME 1 I
PART TIM'S 1 1
temporary 1 1

I1l. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
Costs in FY82 are to conduct a PERS wide election of two Board members.

Term of office is six years.

r

i/o5/Si oMo / wv cr
IV. DATE e preparep gy Dilil3 -
AGENCY niyjgjop Q= "hrirnmnnt * Hnnn*
Oripr.al: Legislative Finance PHONE
cc: Budzet and J.ianacement
Prime Sponsor (First Legislator Named) Senator .-ay

jffice of the Governor (Keith Specking)



2/20/81
Referred: State Affairs

BY THE RULES COMMITTEE BY
REQUEST OF THE LEGISLATIVE
COUNCIL (for the P].!- Ribbon
Commission on th"e5taTe
Personnel Act)
SENATE BILL NO. 196
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL
Act entitled: "An Act relating to the membership of the Public
Employees Retirement Board."
E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.35.030(b) is amended to read:

()] One [THREE) board member [MEMBERS) shall be appointed by the
governor and shall serve at his pleasure [MEMBERS OF THE PERSONNEL
BOARD OF THE DEPARTMENT OF ADMINISTRATION) . The remaining four [TWO)
board members shall be members of the system [AND) elected by the
members of the system, and at least one of the elected board members
shall be retired.

* Sec. 2. Notwithstanding AS 39.35.030(b), as amended by sec. 1 of this
Act, a person serving on the Public Employees RetirementBoard on theeffec—
tive date of tills Act who was from the personnel board of the Department of

Administration shall continue to nerve until Li successor is elected or

appointed by the governor.

ca2nr> SB 196
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Senate Bill 1% ; Relating to the Mmbership of the
Public Brployees Retirement Board,

purpose

This bill amends the Public Employees Retirement Act to
change the membership of the Public Employees Retirement Board.
The law presently requires that the three members who are appointed
to the Personnel Board shall also serve on the PERB. AS 39.35.030.
Those three individuals are also, by statute, appointed to the
Labor Relations Agency, which is involved in collective bargaining
issues. AS 23.40.250(3). The activities of both the LRA and
the PERB have grown considerably recently. In the last legislative
session, the PERB was made responsible for overseeing the supple-
mental employee benefit program arid the deferred compensation program
for state employees. AS 39.35.040(9) and (10). The increase in
the number of state employees who are members of collective
bargaining organizations has led to additional work for the LRA.
The three members of the Personnel Board are citizen volunteers
appointed by the Governor who are not employed by the state.

While the issues which are addressed by the Personnel
Board are related to some of the issues addressed by the Labor
Relations Agency, this is not the case with the subjects of concern
to the Public Employees Retirement Board. Therefore, the commission
recommends that the members of the Personnel Board continue tn serve

as the members of the LRA and that they be removed from the PERB.



me PERB snould be composed of four elected members and one
member appointed by the Governor. In addition, the commission
recommends that one of the elected members should be a retired
person to insure that those most directly affected by the system

have a voice in the decision-making body.

SECTION BY SECTION ANALYSIS
Section 1. AS 39.35.030(b) is amended.to read:

(b) One (THREE) board member (MEMBERS) shall be appointed
by the governor and shall serve at his pleasure (MEMBERS OF THE
PERSONNEL BOARD OF THE DEPARTMENT OF ADMINISTRATION). The remaining
four (TWO) board members shall be members of the system (AND) elected

by the members of the system, and at least one of the elected board
members shall be retired.

Comment
Section 1 of the bill sets out the changes in
membership of the PERS board which are discussed above.
Sec. 2. Notwithstanding AS 39.35.030(b), as amended by sec. 1 of
this Act, a person serving on the Public Employees Retirement Board
on the effective date of this Act who was from the personnel board

of the Department of Administration shall continue to serve until
his successor is elected or appointed by the governor.

Comment
Section 2 is a temporary measure to enable the board
to continue to act until new members have been selected

according to the new method.

-46-
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i rement ystems,

purpose

This bill amends the law to require that both the Public
Employees Retirement Board and the Teachers Retirement Syscem admini-
strators comply with the Administrative Procedure Act when adopting
regulations. Both retirement systems are presently exempted from
the APA. The commission recommends the change because of concern
that regulations have been adopted in the past without adequate
opportunity for public comment. Although rule-making under the APA
may be more time-consuming than rule-making under the present methods
of the retirement systems, the improved public notice requirements
outweigh that disadvantage. In instances in which either retirement
system is faced with a need for immediate change in regulations, the

APA provides for emergency rule-making. AS 44.62.250.

SECTION BY SECTION ANALYSIS
Section 1. AS 39.35.042 is repealed and reenacted to read:

Sec. 39.35.042. REGULATIONS. Adoption of regulations under
this chapter is subject to the Administrative Procedure Act (AS 44.62).

Comment
Section 1 of the bill amends the Public Employees Retire-
ment, System statute to make the PERS subject to the APA rule-

making requirements.



Sec. 2. AS 14.25.022 is repealed and reenacted to read:

Sec. 14.25.022. REGULATIONS. Adoption of regulation by the

administrator under this chapter is subject to the Administrative
Procedure Act (AS 44.62).

Comment

Section 2 amends the Teachers Retirement System statute

to make the TRS subject to the APA rule-making requirements.
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Requested bv  Son-ator -icr-»f Date -
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Alaska State ~"legislature

BLUE RIBBON COMMISSION ON THE Senator Bill Ray
STATE PERSONNEL ACT Chairman
Pouch AG/Mail Stop 0123
JUNEAU, ALASKA Juneau, Alaska 99811

(907) 465-4442

MEMORANDUM April 3, 1981
TO: Senate State Affairs Committee
FROM: Teresa B. Cramer

Administrative Assistant

SUBJECT: SB 197 Applying the Administrative Procedure Act (AS 44.62)
to Adoption of Regulations by State Retirement Systems.

This bill amends the law to require that both the Public
Employees Retirement Board and the Teachers Retirement System admini-
strators comply with the Administrative Procedure Act when adopting
regulations. Both retirement systems are presently exempted from the
APA. The Blue Ribbon Commission recommends the change because of
concern that regulations have been adopted in the past without adequate
opportunity for public comment. Although rule-making under the APA may
be more time-consuming than rule-making under the present methods of the
retirement systems, the improved public notice requirements outweigh
that disadvantage. In instances in which either retirement system is
faced with a need for immediate change in regulations, the APA provides
for emergency rule-making. AS 44.62.250.

Section 1 of the bill amends the Public Employees Retirement
System statute to make the PERS subject to the APA rule-making require-
ments .

Section 2 amends the Teachers Retirement System statute to
make the TRS subject to the APA rule-making requirements.

TBC: link



Introduced: 1/20/31
Referred: Health, Education &
Social Services and Judiciary

BY THE HEALTH, EDUCATION AND

1IN THE SENATE SOCIAL SERVICES COMMITTEE

2

17
18

19

M

28

SENATE BILL NO.101
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to the Teachers®"™ Retirement System

and authorizing adoption of regulations by the Alaska

Teachers®™ Retirement Board."

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

*

*

Section 1. AS 14.25.020(a)(1l) is repealed and reenacted to read:

(¢D) recommend to the board regulations to govern the opera-—
tion of the systen;
Sec. 2. AS 14.25.022 is amended to read:

Sec. 14.25.022. REGULATIONS. Regulations adopted by the board
[PROMULGATED BY THE ADMINISTRATOR) wunder this chapter [AS 14.25.010 -
14.25.220] relate to the internal management of a state agency and
their adoption 1is not subject to the Administrative Procedure Act
(AS 44.62). <
Sec. 3. AS 14.25.035 is amended by adding a new subsection to read:

(i) The board shall consider and may adopt, amend, or repeal
regulations to govern the operation of the system.

Sec. 4. AS 14.25.220 is amended by adding a new paragraph to read:
(41) "board"™ means the Alaska Teachers® Retirement Board

established under AS 14,25-035.

-1- SB 101



/27Ny
Offered in the SENATE:

To: QWEBLL N0 T
HEBLL N
Page: | Line: 1648

Delete Lines 16 - 18 and replace with the following:
14.25.220] that only relate to the internal management of a state
agency shall be posted for 30 days before their adoption. However
regulations that concern matters of public policy shall be adopted

under the Administrative Procedures Act (AS 44.62).



introduced: 2/20/81.
Referred: State Affairs and
Judiciary

BY THE RULES COMMITTEE BY
REQUEST OF THE LEGISLATIVE
COUNCIL (for the Blue Ribbon
Commission on the State

IN THE SENATE Personnel Act)
SENATE BILL NO.197
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL
an Act entitled: "An Act applying the Administrative Procedure Act

(AS 44.62) to adoption of regulations by state retirc-

BE IT ENACTED BY THE LEGISLATURE OF THE-STATE OF ALASKA:
* Section 1. AS 39.35.042 is repealed and reenacted to read:
Sec. 39.35.042. REGULATIONS. Adoption of regulations under this
chapter 1is subject to the Administrative Procedure Act (AS 44.62).
* Sec. 2. AS 14.25,022 is repealed and reenacted to read:
Sec. 14.25.022. REGULATIONS. Adoption of regulations by the
administrator under this chapter 1is subject to the Administrative

Procedure Act (AS 44.62).
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REQUEST

Bill/Resolution No. Senate Bi 11 No. 197 _
Title -n Act Applying the Administrative Procedure Act (AS 44.62) to Adoption of Regu latioi
Requested bv Senator Vic Fisrhpr Date

FISCAL DETAIL

Agency Affected Administration - Division of Retirement and Benefits

Program Category Affected Labor Services

BRU, Program, or Subprogram(s) Affected 02-96-8-01-01-01 (PERS)~

(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY 85 FY 86.
PERSONA!. SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES
EOUTPMENT
LAND & STRUCTURES °
STATE TRS MATCHING
BENEFITS
TOTAL -0- -0- -0- -0- -0-

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
VETERAN'S FUND
FISH & GAME FUND
HIGHWAY FUND
AIRPORT FUND
CAPITAL FUND

PERS

TRS

POSITIONS NONL

FULL TTME
PART TIME -
TEMPORARY

ANALYSIS (Sec Fiscal Note Preparation Instructions, Section 111)

P
IV. DATE 1/02/81 .PREPARED BY JRiil  ArnoldtV Pirp.ttor-
AGENCY Divis ion of Retirpmpnt A Rpnpfiiis-
Original: Legislative Finance PHONE 465-4460
CC: Budget and Management

Prime Sponsor (First Legislator Named) t .Senator Ray



N"laska NgislalurB

BLUE RIBBON COMMISSION ON THE Senator Bill Ray
STATE PERSONNEL ACT Chai rman
Pouch AG/Mail Stop 0123
JUNEAU. ALASKA Juneau, Alaska 99811

(907) 465-4442

MEMORANDUM April 3, 1981
TO: Senate State Affairs Committee
FROM: Teresa B. Cramer

Administrative AssY~tanl

SUBJECT: SB 197 Applying the Administrative Procedure Act (AS 44.62)
to Adoption of Regulations by State Retirement Systems.

This bill amends the law to require that both the Public
Employees Retirement Board and the Teachers Retirement System admini-
strators comply with the Administrative Procedure Act when adopting
regulations. Both retirement systems are presently exempted from the
APA. The Blue Ribbon Commission recommends the change because of
concern that regulations have been adopted in the past without adequate
opportunity for public comment. Although rule-making under the APA may
be more time-consuming than rule-making under the present methods of the
retirement systems, the improved public notice requirements outweigh
that disadvantage. In instances in which either retirement system is
faced with a need for immediate change in regulations, the APA provides
for emergency rule-making. AS 44.62.250.

Section 1 of the bill amends the Public Employees Retirement
System statute to make the PERS subject to the APA rule-making require-
ments.

Section 2 amends the Teachers Retirement System statute to
make the TRS subject to the APA rule-making requirements.

TBC: link



MEMO

TO: Vic

FROM: Nan

DATE: April 10, 1981

RE: SB 101 entitled "An Act relating to the Teacher"s
Retirement System and authorizing adoption of reg-—
ulations by the Alaska Teachers Retirement Board."

SB 101 before you in Senate HESS today 1is in direct conflict
with SB 197 (see attached Exhibit A) which is part of the
retirement package 1in State Affairs.

The current statutes (see Exhibit B, page 2) exempt regu-—
lations promulgated by the administrator from adoption in
conformance with the procedures outlined in the Administra—
tive Procedure Act (APA). "Administrator” as currently

used in the Teachers®™ Retirement System means the Depart—
ment of Administration.

SB197 amends the law to require that both the Public

es Retirement Board and the Teachers Retirement
Sys’Eﬂ%TE?ﬁnistrators comply with the Administrative Procedure
Act when adopting regulations. Both retirement systems
are presently exempted from the APA. The Blue Ribbon
Commission recommends the ch"ange because of concern that
regulations have beenadopted Tn the past without adequate
opportunity lor public commenFi Although ruic-making
under the APA may be more tlme-consuming than rule-making
under the present methods of the retirement”™ systems, the
ihiproved public notice requirements outweigh that cllsad-

vantage. In instances |In which either retlremenl systenm
is facet! with a need For immedla te cliange®” In regulatTons,
the APA provides for ernergcncy rule-making. AS 44.62.250.

SB 101 Analysis

Section 1 states that the Department of Administration
may recommend regulations to the Teachers®™ Retirement
Board.

Section 2 gives the Teachers®™ Retirement Board the authori —
ty to adopt regulations without following the procedures
of tlie APA.



SB 101 memo
April 10, 1981
page 2

Section 3 gives the Teachers ” Retirement Board the power to
consider and adopt, amend or repeal regulations to govern
the retirement system.

Section 4 amends the definition section of the act to define
“"board"™ to mean the Alaska Teachers * Retirement Board.

Note: As 1 interpret the amendments proposed 1in SB 101
there 1is no requirement that the Board adopt any regulations
even though the Board has the authority to do so.

Sec. 1 of SB 101 repeals Sec. 14.25.020. Powers of the
Administrator. (a) The administrator may
@¢D) promulgate and issue appropriate regulations having

the force of law to implement this chapter and to cover
matters not expressly touched upon or anticipated but 1implied
by this chapter; , r7X(Jo" H j

Overview of APA procedur®es for Adopting Regula tions
The APA spellsoutspecific procedures ior adopting regu—
lations such as notice, publication, opportunity for

submi tting, comments and a public hearing. ATTl regulations
nrc® reviewed by the regulations attorney 1in the Dp.pnrtmenr
of Law. All state agencies which by statute possess regula-

tion-making authority must adopt regulations 1in conformity
with FITS AFA rcTquTrem~ehT~s~: CaTTes Interpreting regulations
have held FTfa"t when a conflict exists between a statute
and a regulation, the statute prevails.

The Supreme (Sourt will review regulations 1in the following
manncr: First, it will ascertain whether the regulation

is constent with and reasonably necessary to carry out
the purposes of the statutory provisions conferring rule-

making authority on the agency. This aspect of review
insures that the agency lias not exceeded the power delegated
by the legislature. Second, the court will determine

whether the regulation 1is reasonable and not arbitrary. This

latter inquiry 1is proper in the review of any legislative
enactment.



1IN THE SENATE

Introduced: 2/20/81
Referred: State Affairs and
Judiciary

BY THE RULES COMMITTEE BY
REQUEST OF THE LEGISLATIVE
COUNCIL (for the Blue Ribbon
Commission on the State
Personnel Act)

SENATE BILL NO.197

2

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

a TWELFTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act applying the Administrative Procedure Act

7 (AS 44.62) to adoption of regulations by state retire—
8 ment systems."

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

10

n Sec. 39.35.042. REGULATIONS.
12 chapter

13 * Sec. 2.

14 Sec. 14.25.022. REGULATIONS.
15 administrator under this chapter

16 Procedure Act (AS 44.62).

17

1B

19

0]

2

2

23

24

25

0]

27

.0

29

* Section 1. AS 39.35.042 is repealed and reenacted to read:

Adoption of regulations under this

is subject to the Administrative Procedure Act (AS 44.62).

AS 14.25.022 is repealed and reenacted to read:

Adoption of regulations by the

is subject to the Administrative

SB 197



Education

§ 14.25.010 Alaska Statutes § 14.25.020

Chapter 25 Teachers’ Retirement.

Article
1. Teachers' Retirement System (8§ 14.25.010 — 14.25 >.20)

Article 1. Teachers’ Retirement System.

Section Section
10. Retirement system established 137. Deferred vested retirement benefit
20. Powers of the administrator 138. Notification of intention to retire
22. Regulations 140. Manner of computing disability
30. Duties of the administrator retirement salary
35. Teachers’ Retirement Board 142. Cost of living allowance
40. Membership 143. Post retirement pension adjustment
45. Participation by National Education 145. Interest on individual accounts
Association employees 150. Payment on withdrawal from system
50. Contributions by teachers 1G0. Payment upon death of teacher
55. Supplemental contribution by a 1G2. Survivor’s allowance
teacher 1G4. Spouse's pension
G0 Arrearages 1G8. Medical benefits
05. Transmittal of contributions 1G9. Duplicate benefits
70. Contributions by employer 170. Administration
80. Contributions by the state 180. Custody and investment
110. (Repealed) 190. Actuarial evaluations of Lre
100. Credit for service in the armed forces retirement fund
110. Eligibility for service retirement 200. Exemption from taxntion and process
120. Manner of computing service 205. Time limit for application
retirement salary 210. Penalty for false statements
130. Eligibility for disability retirement 220. Definition of terms

135. Deferred retirement benefit

Soc. 14.25.010. Retirement system established. A joint-contributory
retirement system for teachers of the state is created. (8 1ch 145 SLA
1955; am § 1ch 89 SLA 1960)

Am. Jur., ALIl and CJ.S. references. — Validity of statute providing for pensions
40 Am. Jur., Pensions, § 1 et seq.; 47 Am. for teachers, 37 ALit 1162,
Jur., Schools, % 27 et seq.; 48 Am. Jur., Validity of repeal or modification ol

Social Security, Unemployment Insurance Pension statute provisions, 52 Al.R2d 437.
and Retirement Funds, § 1 et seq. 81 CJ.S. Suite &94.

Sec. 14.25.020. Powers of the administrator, (a) The administrator
may

(1) promulgate and issue appropriate requlations having the force of
law to implement this chapter and to cover matters not expressly
touched upon or anticipated hut implied by this chapter;

(2) make expenditures from the retirement fund necessary to
administer this chapter.

(b) The administrative expenditures permitted by (a) (2) of this section
shall be included in the governor's budget for each fiscal year and are

subject to appropriation bv the legislature. (§ 4 ch 145 SLA 1955 am $
2¢ch 142 SLA 1957; am § 3¢ch 89 SLA 1960)
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§ 14.25.022 Education § 14.25.035

Sec. 14.25.022. Regulations. Regulations promuigatsd™byc-

Ndmihia®«vfrrcedur®AN-iAS 44.62i. 1§ 1ch 13 SLA 1963)

Sec. 14.25.030. Duties of the administrator. The administrator shall

(1) establish and maintain an adequate system of accounts for the
retirement fund;

(2) approve or disapprove claims for retirement salary;

(3) keep an official record of all proceedings:

(4) publish annually a report showing the financial condition of the
retirement fund; and

(5) do whatever else may be necessary to carry out the purposes of
this chapter. (§ 4 ch 145 SLA 1955, am § 2 ch 142*SLA 1957; am § 3 ch
39 SLA 1960)

Sec. 14.25.035. Teachers’Retirement Board, (a) There is established
the Alaska Teachers' Retirement Board consisting of five members
appointed by the governor for overlapping three-year terms. One
member shall be a resident who is receiving retirement benefits under
this chapter. Statewide teacher organizations may submit to the
governor a list of recommended nominees to serve on the board.

(b) Members of the board serve without compensation except that
gach member may be reimbursed for actual and necessary expenses at
the rate established in AS 39.20.180.

(c) The hoard shall confer with the commissioners of administration
and revenue regarding the administration and the investment policies
of the Teachers' Retirement Fund and may make such recommendations
to them as they consider necessary.

(d) The board shall he furnished reports relating to the condition and
administration of the retirement fund which shall be distributed for the
information of the members of the system.

(e) The board shall serve as an appeal hoard and shall hold hearings
at the request of an employer, employee, or any beneficiary in regard
to rulings or decisions made by the administrator of the teachers’
retirement system. The board shall submit its findings to the
administrator. The hoard shall hold annually one or more public hearings
to discuss proposed changes in the teachers’ retirement system and to
consider and adopt resolutions which might apply to this system.

<0 The board shall meet at the call of the chairman, any three
"embers, or at the request of the commissioner of administration.

<gt Expenses for the hoard and its operation shall be paid from the
m"ichors’ retirement fund.

'eeWutive Order No. 26, SLA 1964; am §81 — 3 ch 85 SLA 1969; am
"1I'n 61 SLA 1972)

IC"i'iirS note, — Under 211, arV. 11l of issue executive orders which have the force
'V..t« constitution, the governor can of law, if i;:-y are not disapproved by the






fIHAHCt CHY1S10H
THE LEGISLATURE POUCH Wf— STATE CAPRITOI

BUDGET AND AUDIT COKMITTEE JUNEAU, ALASKA 99811

e February 25, 1981

To: Senator-Bob Mulcahy
Chalrman e
Senate Labor and Commerce
Committee
From ald L, Wilkerson, CPA

Ger
Legislative Auditor .
Division of Legislative Audit

Subject: Sunset Termination of Alaska Boards
and Commissions

Per your request, | am enclosing the status and termination
dates of Alaska activities that have been terminated by law,
The fo,llowi,ng a?enmes had a June 30, 1980 termination date
and will disConfinue at cotn&3$] '3381 unless revived this
session:

Collection Agenc Board AS 08.24.011

Gu |de L|cen5|% y ont§ ? Board (AS) 08.08,040)

Bo rd of Gove rnors of the Alaska Bar Association

(AS 080 040}

State Board of Parole (AS 33.15.010)
The following agencjes have a June 30, 1981 termination date
and unlesa conhfnued by faw will have until Ct||nd'30/ 198" to
wind ug their affairs:

Board of Weldln% Exammers éAS 08.99. 0102)

Alcoholic Bever% Control Board (AS 04.06.010)

Alaska Pipeline Commission (AS 42.06.010)
The followi h June 30, 198 mination date
ang uonlgs\/\émcgon%fﬁunec eBy ?ayv?/ \'c/lvnlf ave unt %5 % %8% to
wind up their affairs:

Board of Dental Examiners |gAS 08.36.010 _

Board of Psychologist and Psychological  Associate

Examiners EAS 08.86.010)



Nigar® A

e N Senator Bob Mulgahy

February 25,
Page 2

Board of.Electrical Examrners AS 08.40.010)

Real Estate C mmrssron 08 8011?]

Alaska Renewa esource orpora 10 (AS 37.12.010)
Alaska Code Revrsron Commission (AS 24-20.075)

The following agencies have a June 30, 198% termination date
and unless continued by law wrll have until June 30, 1984 to
wind up their affairs;

State Medical Board (S 08.64.010)

Board of Nursing {AS 08.68.0 023

Boarg f Marine P flots (()AS 08,62.010

Alaska T ansportation Commission EAS 42.07.011)

Alaska Council on Science and Technology (AS 44.19.181)
The following agencjes have a June 30, 1984 termination date
and unless continued by faw will have until June 30, 1985 to
wind up their affairs:

Board of ChiropracticExaminers (AS 03-20.010

Board of Examiners inOptometry (AS 0S-72.01

Board of Pharmacy (AS08.80.01

Board of Public Accountancy (AS08.04-010)

Board of Barbers and Hairdressers (AS 08.13.010).

State Board of Registration for Architects, Engineers,

and Land Surveyors (AS 08.48.011)
The following agencies have a June 30, 1985 termination date
and unless cgontrgnued by ?aw erT have untargl June 30, 1985 to
wind up their affairs:

Board of Veterinary Examiners (AS 08.3E5B.010

Alaska Publc Utilities Commission (AS 42.05.010)

Board of Dispensing Opticians EAS 08.73L.010)
The following agencjes have a June 30, 1986 termination date
and unless continued by law will have until June 30, 1987 t
wind up the Ir afta Irs:

Board of Nurs Home Adminissrators £5\S 08.70.010

State Phy sc | gfherapy Boarg {S 08.84-010) )

The Rural Development Council (AS 4441, 160H-4
T % termination ate and unless
wrl ave untr June so, 198 vvrnd up |ts

44.47.190 a
co I1nue b law
a alrs

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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7 ¢ mPage 3 N Vool
I‘ XOU need additional information on the "sunset" process,
please contact me.
- /
"Senator Ar||ss Sturgulewsk|
Cha|r X }
Leg|s|at|ve Budget and Audit Committee

STATE OF ALASKA DIVISION OF LEGISILATIVE AUDIT



AUDIT DIVISION
POUCH W- ALASKA OFFICE BUILDING

THE LEGISLATURE POUCH WF. STATE CAPITOL

BUDGET AND AUDIT COMMITTEE JUNEAU. ALASKA 99811

February 23, 1981

To: TheC Le ,islative Budget and Audit

FROM: erald L, Wilkerson, CPA/r
egrslatrve Auditor
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We recommend the following programs and activities be subject
to the "sunset" process:

Health Budget Category
Department of Health and Social Services

Background

API, located in Anchorage maintaing 121 beds for care for |
the acute mentaly i1, The gener al purpose of this institution
S te provide |nstl)tut|ona| S rvrce not avarable in the

ocal communities because of complexity, small number of

clientele, or the need for security.
Financial Data

The [nstitution has g 1981
and IS requesting a 1982 b

2 increase. Avera% d
veragle cost_per patient b
ear 0. This computes
employs approxrmately 250

Selection Criteria

Due to the high cost of institutional care, APl should be
reviewed for cost effectiveness.

Over the last few ears Iocal communrtres have heen e

to Provr e Service State financial support ad t

assistance. The 1982 budget requests over million

ancrﬁl assistance to var |n% tr(]pes of local communr

n ealt h E rams. h’ t |s decentra ization o
decr%ase t H ensity to Blace Peogle

S, APIs udget Indicates a census increase of
conducted a limited review of APl in 1980
at management and personnel problems
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Office
Background
This BRDgrovrdes research ¢ apabrlrt ities and dataIp
divisions within the Department tic I

%Rort t
public assistance programs.
Financial Data

These pro rams have an authorized 1981 bud et of 2,2 ,2 0.
They em apgroxrmate)f 40 eeo ple. g roxrmate o
the bud et is contractual service, predominantly. wrth e
Departmént of Administration Data Processing Dnit.

Selection Criteria

?erformance review  to d?termrne if decentralization of
da Proce?srn services from the Statewide data processing
unrt s efficiént and cost effective.

Parts of the Medijcaig datacgrocessrn% system were contracted

out to a California-based company rather than done in-house.

Background

The ﬁ)rrmar){ fupctions are ttewrd healéh service and

acr rtdy gann 8 ad r{eve t, including certification
nee tatewl e e th f acl |t es survey, licensing and

certr |cat|o on n al basis to assure,qua,lr,ty health

care, and for Me | a Medicare payment eligibility.

Financial Data

This BRU was authorized $1,332,200 for FY 1981 with $571,000

being . fun ﬂd by federal receipts. Approximately 21 employees

work™in this agency.

Selection Criteria

We have been II?Id an excellent chance exists that the federal

government will phase out its funding over the next three-

year period. A performance review conducted now might

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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ould be allowed to terminate
onv rsely, that a real |
part or all of the applicable

Background

Holistic Health deals with the preventive methog], as opposed
to the curative method, of improving health. This concept

B bsed on ‘he requlation of environment, s C|olog|ca| and
Bsggrao ogical factdrs, and on information and awargness

Financial Data

In FY 19131 $500,000 Was agProgrlat ed from th ge eral fund
to esta B one coor Inat sition ana,pilo rojects
sRem |cagy directed toward preventio n 0f d|sea e. " The

BRO' budget request Is $70 1, OO, 40% Increase
over the prior yedr

Selection Criteria

As this was a pilot program for FY 1981 now would be an
excellent time to condyct a performance audit to determine
It this activity js a duplication of other health programs,
or if the State” should be providing this service.

>cial Service Budget Category
Department of Health and Social Services
-'niveody ~3jocial Service Institutional Care

full-cost-qf-cure prc%_qram administer
f Alaska Stat te? |te A7, Thi
those Indjviduals who ?re victim
exploitatior, or have lost thei
andonment anc, r qU|r% more |nte
mo ho al or behavioral ‘problems that ¢
n a 24-nour group home or | st|tut|on

=
mm—1
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Financial Data

The general fund aPproprratrons in this program _have b
Incréasin at an aarmrng rate. For FY 1981, $7,%33,60
%ppro rated 32%|ncr ase over the rror year ud

800. e Department has requested $10,101 .80
garérrnent to8pr|vate institutions for FY 1982 a Bo inc
v

Averag{e daily coses E gerson accor rng to the Derartment’s
ocu ents a reased from $28/person in FY 1976
person in 0. FY 1981 is estimated at $99/person
and FY 1982 at $137/person
Selection Criteria
gerormance review should be conducted to review th,r?
program and the related Alaska Statutes to determine it the
pro%rams and laws are cost effective and in the best interest
of the State, or if more efficient alternatives exist.

ormerly Program

n
= rices'it- Adult Services (Fo
Supportive” Services)

Services - Homemakei: Services and Adult
Background

This actrvrty provides seryvices to adults, ran rng from
greven ative® services and [n-home services to platement.
P cific services include hnfor atron and referral, adu|t
0 ect 0 homemaker and home health aid services, shelter
cou elrng services, women's resource centers, and adult
res idental caTe.

Financial Data

The adult services sub-program for FY 1982 is requestin
6,127,300, of which 8% 18 Prant monies, Related qgran
onies In_the homemaker seryice 8roﬁram increased from
1,267,900 |n FY'80 to $2,41890 FY 1981, a 9% increase.
adu s ortive Services ant monies mcrease from

A3H

-

r
$892.30 PRAEG' o 2,865,008 in 1981 authorized %udget,
a 221% mcrease
Selection Criteria
With the significant budget increase in these rams,
Rerformancegrevlrew shou?r? be done to determsrneprr?ga publc
eed exiIsts for these programs -.aid related monies are

being spent in an efficient and effective manner.

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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THE LEGISLATURE ~ PoUCH iF—STATE capIToL
BUDGET AND AUDIT COMMITTEE JUNEAU. ALASKA 99811
January 19, 1981 I
DRAFT
To: The Legislative Budget and Audit Committee

From: Gerald Wilkerson, CPA
vms at|ve Auditor’
ision of Leg|slat|ve Audit

Subject: Leg|s|at|ve Responsibilities for Identify mg
Agency Programs to be Subjected to Sunsét Review

Accordm to AS 44.66.030, the Le%|s|at|ve Budget and Audit
Committe |s to desig nate, not lﬁe arch 1, 1981 the

Brograms and act|V|t|e% within the Health and Social Seryvices
dget Categorjes which shall be subject to term|nat| on in
he next f|sca| year. In addition, it is our interpretation
hat the Committee may select any program from within the

Execut|ve Branch.

The programs and sub-programs of the Budget Category mentioned
above are listed in Attachment A

Suggested criteria that may be helpful in selecting programs
Ao listed in Attachment o P g prog

Based upon the Division's workload, it is recommended the
Committee not select more than eight to ten programs or
activities for sunset review.



ATTACHMENT A
HEALTH BUDGET CATEGORY
DEPARTMENT OF HEALTH AND SOCIAL SERVICES

Nursing

Field Nursm% ,
Home. He. 1th Service
Adm|n|sfrat|on
Early Screening

Contract Services - Mauneluk
Communicable Disease Control

TB Control

Venereal Disease Control
Immunization
Epidemiology

Environmental Health
Child and Family Health

Maternal and Child Health
andicapped Children
ommunicative Disorders
hild Development Service
dministration

utrition

Special Education Grants

Laboratories

Regional Laps
Ad?n?nlstratpon

Public Health Administration

Adm|H|strat|on

Health Education

Grant to GAA3 ,
Anchorage Education Programs for the Handicapped

Emergency Medical Services
Agmlmstr tion

Advisory Council
Grants

=00
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DEPARTMENT OF HEALTH AND SOCIAL SERVICES (cont'd)

Medicaid

Hosp.itals

hysician Services
Other Services

Early Services
Nursing Homes ,
Indian” Health Service

General Relief Medical

Hosgnah
Physicians Services
Other Services
Nurmn? Homes

Catast OP P
Residential Home Care

Public Assistance Administration and Collection

Adminis Hauon
Co Het

Information Systems

Data Services
Vital Statistics

State Health Planning and Development Agency

health Planning and Development
Certification and Licensing
aminis rann

ealth PMnnmg Committee

ealth Systems™Agencies Grants
d D

| and Drug Abuse

dministration

m hol A me Grants

Drug Abuse Grants

Alaska Psychiatric Institute

Contract Forensic Services

Community Mental Health Services
Remonm Administration

Juneau Regional Mental Health Clinic
Community "Mental Health Grants

Alcoh

J>Zl> o IITITr>
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DEPARTMENT OF HEALTH AND SOCIAL SERVICES (cont."d)

Harborview

Governor's Council on Handicapped

Community Developmental Disabilities Services
Client Pr,oqram Management
Residential Care
Family Support

Mental Health Administration and Support
Centrfl Office Admipistration
Mental Health Council and Land Board
Demonstration Grants

STATE BOND COMMITTEE
Department Service

Health Facilities
SOCIAL SERVICES BUDGET CATEGORIES

OFFICE OF THE GOVERNOR
Alaska Plan
DEPARTMENT OF ADMINISTRATION
Longevity Bonus
Pioneers Homes
Sitka
Fajrbanks
Palmer
Kotzebue
Anchorage .
Central  Office
DEPARTMENT OF EDUCATION

Youth Employment Services

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT



SOCIAL SERVICES BUDGET CATEGORIES (cont'd)

DEPARTMENT OF REVENUE
Child'Support Enforcement
DEPARTMENT OF HEALTH AND SOCIAL SERVICES
Assistance Payments
Aid to Families with Dependent Children
Aid to the Blind
Ald to the Disabled
General Relief
Energy Assistance Program
Public Assistance Eligibility

EH%ibthg Determination
Statf Devélopment

Program Services
Homemaker Services
Day Care
Youth Services ,
Adult Supportive Services

Foster Care

Institutional Care

Social Services
South Central Region
Northern Region
Southeastern Region
Western Region
Northwestern Region
Southern Region

Social Services Administration

tral Offi
g??fgaDevmag%ent

Work Incentive Program

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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SOCIAL SERVICES BUDGET CATEGORIES (cont’d)

Office of the Aging

Administration
Grants

Old Age Assistance Payments
Commissioner's Office
Administration

Director's Office
gemqnnel
u
Fnﬁ&%e
Graphic Arts
Audﬁ o
Fraud Investigation 1

Management and Budget
Quality Control
Title XX Offset
DEPARTMENT OF LABOR
Empmymem Security
glo @e%%nseﬁ¥gﬁ gnce

rau nvesngauon
Services

Director's Qffice
Data Pumesmng Applications
Data Processing Operations

Work Incentive Program
Commissionerls Office
Administrative Services

Managemen Services
abo et Information
esearc ontracts

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT



SOCIAL SERVICES BUDGET CATEGORIES (cont'd)

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
Veterans Services
DEPARTMENT OF COMMUNITY AND REGIQNAL AFFAIRS
Senior Citizens Tax Relief
Homeowner]s Pro[oert Tax Exempt|on
enters guwae ¥ Rebate
Water and Sewer Assessment Defer.
Motor Vehicle Exemption

Child Assistance

Day Care
Head Start Grants

Clas?]room Trammg

On the Job Training
Work Experience

Public erV|ce Erﬁloym
Ser |ces to 0J1 Ic” Disadvantaged
Services and ministration

Senior Citizens Housing Development
Community Services

STATE BOND COMMITTEES
Department Service

Pioneers Homes
Senior Citizen Housing

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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Attachment B
CRITERIA FOR SELECTING PROGRAMS
BJECT TO SUNSET REVIEW
program's objectives,
efforts,
IC exposure.
Source of Funding
on consumer and/or private industry.
uccess of complaint function.

Results of ssessment of alternative methods to achieve
program's objectives.

Question of who ?ho uld provide the service
government, loca t S

State
or.

government, or pr ector

Age of program.

Number of posi
Existence of r

Indic |ono
external audit

o1°%he Gowan

STATE OF ALASKA

tions in program.
ecent legislative review.
Erogram deficiencies through internal or

in Legislation affecting the responsibilities
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(.programs m
Dept. H&SS)

Property Tax

(partial
emption)

ease 366

ex—

INTRODUCTION OF BILLS (Senate)(cont®d)

S3 226 (cont"d)

Sill adds new section to AS 27.09 entitled "REFINANCING,™ which
states: "The department may refinance a loan under this chapter
by making a loan to pay outstanding debts. The terms in AS 27.09-

.040 apply to debts refinanced under this section.”" Provides
Act effective immediately.

Introduced March 2 and referred to Resources and Finance.

goflij 22t , by the Rules Committee by request of the
TegTslative 3udget and Audit Committee. Designates certain pro—
grams in the Dept, of Health & Social Services for legislative
review. Terminates cne following activities and programs of the
Dept, of Health & Social Services funded in the FY 81 budget:

— Actitties and programs funded under the,
appropriation (Sec. 51, p; 26, lines 10 & 18, Ch. 120, SLA 1980).

ir*es.-and programs funded by tht
In]lI«£Btion (Sec. 51, p. 36, line 14, Ch. 120, SLA 1980).

iviti-es andvpr,oghams funded by the
/“"8g-6ncy appropriation (Sec.

— Activities and programs funded by che”
appropriation (Sec. 51, p. 35, line 21, Ch. 120, SLA

— Activities and programs funded by thej
(Sec. 53, p. 75, line 13, Ch. 120, SLA 1980).

,,S.04r.~<SFams relating to in
jlifcs furled by ..the appropriation for T“ins"titutiohai”care
[Sec. 51, p. 21,” line 11, Ch. 120, SLA 1980)

Terminations are effective July 1, 1982.
Introduced March 2 and referred to State Affairs.

SENATE BILL NO. 228, by Senators Ferguson and Stimson. Exempts
from municipal property taxation "the real property owned and
occupied as a permanent place of abode by a resident, not exceed—
ing 585,000 in value.™ (Amends AS 29.53.020(a), Required Exemp—
tions.) Amends AS 29.53.020(e) (exemption for residents over 65)
to exempt from taxation the real property "which exceeds the
exemption granted by (a)(9) of this section [585,000]." Thus bill
allows all residents a pcoperty tax exemption for up to $05,000
worth of property (used as permanent place of abode) and allows
residents who are 65 or over an exemption for the full assessed
value. Bill repeals AS 29.53.025(a) which allows municipalities
to exclude or exempt or partially exempt residential property from
taxation by ordinance ratified by the voters at a regular or
special election. Effective January 1, 1982.

Introduced March 3 and referred to Community 5 Regional Affairs
then to Finance.
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Senate State Affairs
4-2-81 Minutes
Page two

the language in Section 2; this section would permit a judge to
deny privilege merely by finding that withholding testimony or
evidence would be "contrary to the public interest".

Chairman Fischer stated that he felt the measure was an important
one; he cited the importance of protecting news sources and the
freedom of the press in order that the public should have adequate
information. He suggested that notes of reporters, computer tapes
and "any other documentation of news stories should also be protected

Rep. Brown stated that the AG"s office had described the language

of the bill as both expanding and limiting. It is not clear fronm
the language 1in the bill exactly what is meant by materials gathered
while one 1is "acting in the course of his duties as a reporter".

Committee members determined that the definition of "reporter"™ should
be expanded to include camera operators, production crews, editors
and publishers of news organizations. Chairman Fischer recommended

a letter of intent accompany the bill to reference House findings,

and that a committee substitute be drafted which would reflect dis—
cussion at the hearing.

SB 193

Senator Parr, prime sponsor of Senate Bill 93, provided testimony

in support of the measure, 1intended to address the problem of
over-centralization of state functions. The bill requires decentrall
zation and requires that regional/local, offices be established so
that only 15% of the state employees would be working in the capital.
Enactment of the measure would promote decentralization of the de—

cision making process in addition to personnel. The location of
the capital, he stated, was not appl s« -_Me to the bill. In response
to the question, "What kinds of obstacles have you run 1into, what

opposition?™ Senator Parr stated that it was regarded by some people
as a "pro-move™ bill; if fully Implemented it would considerably
reduce the number of state employees 1in Juneau. A safeguard mechanis
in the bill 1is gubernatorial approval of the plan.

Chairman Fischer suggested that state agencies be asked to respond
substantively to the proposed legislation; it needs to be determined
where employess are located 1in the state, where the decision making
process takes place and a game plan needs to be developed for decen—
tralization.

Senator Parr knew of no agency offhand which now meets the intention
of the bill.

SB 227

Senator Sturgulewski, chair of the Legislative Budget and Audit
Committee, provided testimony on this legislation, which falls in
the category of "sunset legislation™. She outlined the process
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and purpose of sunset review, and stated support for the concept
of having the ability to critically review a progranm.

Senator Colletta stated that programs could not be reviewed in

this manner unless one took the position of considering terminating
the program, thus forcing one to take positive action (by recreating
a worthwhile program). He stated support for the measure.

Senator Fischer stated a need for conducting a policy and performance
review of Health and Social Services.

Merle Jensen, of the Division of Legislative Audit, answered questions
of Committee members relating to the conduct of audits, 1including
those done on entire departments; one of the more common means of
doing this 1is through a financial compliance audit, which measures
compliance with the law in spending and accountability.

Allen Korhonern, of the Department of Health and Social Services,
provided committee members with a letter describing the programs
and indicated the Department ™ support of the activity. He declared

his willingness to provide information and to work with auditors if
the bill becomes law.

Meeting adjourned.
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Original sponsors: Rodey, Ferguson,
Fischer, et al

Funding Information
General Fund $5,000,000
Other Funds -0-
$5,000,000
IN THE SENATE BY THE STATE AFFAIRS COMMITTEE
Q CS FOR SENATE BILL NO. 312 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act making aspecial appropriation tothe Depart—
ment of Community and Regional Affairs, senior citizens
housing development fund, to develop senior citizen
housing; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
O cxb
* Section. 1. The sum of $5i°00D”000 is appropriated from the general

fund to the Department of Community and Regional Affairs, senior citizens

housing development fund (AS 18.54.070), to develop senior citizen housing.

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

070(c).

-1- CSSB 312(SA)



THE LEGISLATURE

BUDGET AND AUDIT COMMITTEE 7 JUNEAU. ALASKA 99&11

March 31, 1981

Jin Crawford

Deputy Executive Director
Alaska State Housing Authority
P.0. Box 80

Anchorage, Alaska 99510

Dear Mr. Crawford:

We have reviewed your letter, dated March 9, 1980, commenting
on our letter of February 23, 1980 to the Legislative Budget
and Audit Committee. Your remarks are thought®provoking
indeed but, we think, not precisely pertinent to the subject
addressed in our letter.

For example, with regard tothe time period allowed ASHA to
decide on dissemination of federal funds, you cite a letter
from HUD calling for a decision in five days. The HDD
allocations referred to are for existing housing units and
rebuilding of low-income housing units. Neither of these
require new construction of units, which 1is the main purpose
of your request for the two $15 million funds.

The recommendation in our audit report, and subsequent
letter, described a federal allocation for construction of
130 new units of family housing which was lost due to con—
struction bids which exceeded available funds. We maintain
ASHA could have sought additional funds through, a budget
request to the Legislature, since, according to HUD cor —
respondence dated August 18, 1977, the federal allocation
was reserved for ASHA from January 1973 through June 1977,
at which time it was cancelled. We believe four years
should have been sufficient for ASHA to obtain supplementary
funding for this project and similar projects in the future.

Moreover, during that same time period, two elderly housing
projects received HUD allocations but could not be started
because of insufficient funds to cover high construction



bids. ASHA, however, was able to proceed with assistance
from the Senior Citizens Housing Development Fund established
by the Legislature in 1976.

Although not funded, the Housing Development Revolving Loan
Fund, created at the same time as the Senior Citizens Fund,
is a practical vehicle for ASHA to obtain funds to cover
shortfalls in federal allocations. From the point of view
of efficient cash management, these funds are preferred over
creating new funds outside the State Treasury totalling $30
million. They are subject to Legislative appropriation as
well as remaining in the State Treasury until disbursement
by ASHA.

We therefore reaffirm our position that separate funds

within ASHA are not necessary for new construction allocation
shortfalls. Funding vehicles currently exist which can be
utilized within the time period HOD allocations are available.

Sincerely,

«c =tij =

Gerald L. Wilkerson, CPA
Legislative Auditor
Division of Legislative Audit

cc: Senator Arliss Sturgulewskiv?

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT






April 10, 198!

The Honorable Arliss Sturgulewski
Chairman

Legislative Budget and Audit
Pouch V

Juneau, Alaska 99811

Dear Arliss:
Enclosed is my response to Gerald Wilkerson®s letter
which 1 received on April 6, 1981. Though I do not
want to have an on-going correspondence, | did feel
his letter required a clarification of same material
errors.

Sincerely,

ALASKA STATE HOUSING AUTHORITY

Jaro”s M. Crawford
Deputy Executive Director

JMC :th
Encl.



TELEPHONE @&07)77s-7643 BOX 80 ANCHORAGE .

April 9, 1981

Mr. Gerald L. Wilkerson, CPA *
Legislative Auditor

Division of Legislative Audit

Alaska Office Building

Pouch W

Juneau, Alaska 99811

Dear Mr. Wilkerson:

I have enclosed one more copy of the HUD letter you questioned 1in
your March 31, 1981 letter. If you carefully read the enclosure,
you will note that allocations are designated under the following
categories: New/Substantial Rehabilitation, New, Existing, Indian
Housing, Low Income Public Housing (New). The "New"™ stands for
new construction. Upon reflection and review of the said letter,

I am certain you will agree that your statement "the HUD alloca—
tions referred to are for existing housing units and rebuilding

of low income housing units” 1is patently erroneous. Of the 947
units allocated, 778 or 82% are for new construction.

Your statements concerning the length of time ASHA has to seek
additional funding as noted 1in your Example of the 1973 through
1977 vyears ignores one subtle change 1i,n the federal funding
system, 1i.e., the Reagan administration. Presently, a 50% reci-
sion of funds is in effect in addition to the complete oblitera—
tion of the Indian Housing Program. I concur that four years was
certainly adequate time for ASHA to approach the legislature for
funds for the Juneau and Ketchikan projects. During the subject
period, however, ASHA was refused even the introduction of a

capital funding bill as noted in your special review of Marine
View:

mm "ASHA management sought opinions from legislators and

administration officials. There was general agreement
that such a "bail out"” of a housing project could set
a dangerous precedent.- Another factor considered was

the appearance that Juneau would be receiving an in—
ordinate share of assistance over other communities.
As a result of the above considerations, a bill
appropriating $4.6 million for the purpose of retiring
debt was drafted, but never introduced."

In the face of that statement 1in your own audi-.: report, how you
can conclude that ASHA should ha\e gone to the legislature for
additional funding for a specific project 1in Juneau or Ketchikan
is beyond me.

ALASKA
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I concur that the Housing Development Revolving Loan Fund may be
an appropriate vehicle for ASHA to obtain funds to cover short—
falls in federal allocations. In the event the Loan Fund re—
ceived an appropriation and did not have the present restrictive
requirements of national market rates dictated bv SB 315 in the
last session, it could work. From the point of view of efficient
cash management and maximum program efficiency, the allocation of
funds to ASHA without the State Treasury holding those funds
until disbursement to a specific project will result in greater

housing production. Under ASHA 1investment policies, the corpus
of the fund plus investment earnings would accrue to the produc—
tion of housing. The efficiency of coordinating shortfall

financing and pre-sale of tax exempt bonds to lock in long term
project costs is a consistent and appropriate goal for this orga—
nization as it might well be for the State of Alaska.

I am not really certain what paranoia prevails which motivates
you to continue your attack on the administration of housing
funds by an organization with expertise 1in housing, 1.e., ASHA.
Please let me assure you that our efforts and suggestions for
capital funding merely recognize the reality of today-without
capital funds, ASHA nor the Regional Housing Authorities will
be in a position to respond to our legislative mandate: To
provide decent, safe and sanitary housing for low and moderate
income seniors, veterans, families and handicapped.

After three separate audits last year with no material findings,
I feel comfortable in ASHA"s capability of efficiently and effec
tively handling State funds for housing. As one of our auditors
and in view of your reports, |1 would think you would concur.

ALASKA STATE HOUSING AUTHORITY

James M. Crawford?
"Deputy Executive Director

Senator Arlis Sturgulewski
John B. Curtis, Executive Director
ASHA Board Members

Enel
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THE LEGISLATURE

BUDGET AND AUDIT COMMITTEE JUNEAU. ALA,

March 31, 1981

Jim Crawford Rout®
Deputy Executive Director
Alaska State Housing Authority
P.0. Box 80

Anchorage, Alaska 99510

Dear Mr. Crawford:

We have reviewed your letter, dated March 9, 1980, commenting
on our letter of February 23, 1980 to the Legislative Budget
and Audit Committee. Your remarks are thought provoking
indeed but, we think, not precisely pertinent to the subject
addressed in our letter.

For example, with regard to the time period allowed ASHA to
decide on dissemination of federal funds, you cite a letter

from HUD calling for a decision in five days. The HUD
allocations referred to are for existing housing units and
rebuilding of low-income housing units. Neither of these

require new construction of units, which is the main purpose
of your request for the two $15 million funds.

The recommendation in our audit report, and subsequent
letter, described a federal allocation fox construction of
130 new units of family housing which was lost due to con- *
struction bids which exceeded available funds. We maintain
ASHA could have sought additional funds through a budget
request to the Legislature, since, according to HUD cor-
respondence dated August 18, 1977, the federal allocation
was reserved for ASHA from January 1973 through June 1977,
at which time it was cancelled. We believe four years
should have been sufficient for ASHA to obtain supplementary
funding for this project and similar projects in the future.

Moreover, during that same time period, two elderly housing
projects received HUD allocations but could not be started
because of insufficient funds to cover high construction



bids. ASHA, however, was able to proceed with assistance *
from the Senior Citizens Housing Development Fund established® <
by the Legislature in 1976. - !

*Although not funded, the Housing Development Revolving Loan;
Fund, created at the same time as the Senior Citizens Fund,
is a practical vehicle for ASHA to obtain funds to cover r
shortfalls in federal allocations. From the point of view"
of efficient cash management, these funds are preferredl over
creating new funds outside the State Treasury-totalling”""$30
million. They are subject to Legislative appropriation as
well as remaining in the State Treasury until disbursement
by ASHA.

We therefore reaffirm our position that separate funds

within ASHA are not necessary for new construction allocation
shortfalls. Funding vehicles currently exist which can be
utilized within the time period HUD allocations are available.

Gerald L. Wilkerson, CPA
Legislative Auditor
Division of Legislative Audit

cc: Senator Arliss Sturgulewski

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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TELEPHONE @©07)27 9-7 643 BOX 80 ANCHORAGE. ALASKA 99510

March 9/ 1981

Mr, Gerald L. Wilkerson, CPA

Leglslative Auditor -

Division of Legislative Audit --
The Alaska Legislature I

Pouch W-Alacka Office Building JTrv- > -7 AX-
Juneau, Alaska 99811 - A

Dear Mr, Wilkersonxe « .

Plea3e consider this letter a response to your Pebruary 23, 1981
letter to members of the Legislative Budget and Audit Committee
which was published in the final report on audit of the Alaska
State Housing Authority (ASHA), It is unfortunate that ASHA was
not consulted prior to publishing the letter since your interpre—
tation of ASHA*s suggestions for legislation could materially

damage the construction of senior, family and handicapped housing
within the State of AlLaska,

Your interpretation of ASHA®"s suggestions for legislation may be
appropriate for an agency which is not impacted by the exigencies
of the bond market and the availability of federal funds. In
ASHA®"s case, however, your suggestion for a case by case authori—
zation of primarily federally funded housing would substantially
delay the entire process.

Attached is a letter from John Duffy, Anchorage Area Office Man—
ager, United States Department of Housing and Urban Development.
You will note that notification of the availability of fundH was
published in the Federal Register on January 1S, 1981. You will
further note that the Pebruary 26, 1981 letter from Mr. Duffy
requests a response from ASHA on dissemination of those funds
within five days. I point this out in response to your inac—
curate statement to the Legislative Budget and Audit Committee
contained in your February 23 letter, "Federal funds allocated to
ASHA need not be committed immediately. There is sufficient tirae
during each grant period, or through grant extensions, to permit
subsidy requests to go through the review process."”

After notification of potential funds by HUD, ASHA within a very
short period of time must develop a project, cost it out and find
interim and long term financing. The determination of a gap 1in
the short or long term financing (subject to swings in the bond
market) 1is a critical component in the financial feasibility of
proceeding with a project. Your suggested course of action
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implies that after determination of a gap in Karch, ASHA would

then go to the legislature for the shortage in construction " w.-v
funding. Unless you are suggesting supplemental appropriation
which could be available immediately, budgeted capital funding
would be then potentially available on July 1 of each year, bat -
more likely available in August or Septeaber. The reality of
dealing with HUD funding on a project is that HDD by that late

date would have recaptured the funds and redistributed them to
bousing authorities without the onerous tiae constraints you

In any project which ASHA or the regional housing authorities are
involved, a c miounity"s leadership requests assistance and passes
a resolution of cooperation prior to a need survey and thereafter
preapplication to HDD for an allocation. The delay or less of
congressionally or legislatively mandated assistance to Alaska ™
seniors, handicapped or low income needy in order to provide for
a case by case scrutiny of projects would have a materially
damaging impact on construction of federally assisted housing in
Alaska.

It comes as a particular surprise that auditors of the Division
of Legislative Audit, with your apparent approval, would recom-
send, among otbtr methods, direct state appropriation since you
apparently are personally opposed to that course of action.
ASHA®"s suggestions for legislation were made in a positive manner
to counter the construction shortfalls, bond market vagarities,
delays and potential loss of federal funds presently inherent in
our attempts to construct needed housing primarily with federal
dollars.

Flexibility and timeliness are primary reasons for the creation
of capital funds. Our construction activities are tied directly
to the availability of federal funding and must be completed
within Alaska®3 short construction season. Our efforts, os
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illustrated by the proposed legislation, are to speed the

construction of needed housing vithin the state. It would sees
appropriate that you night consider the courtesy of discussing .,V
such a proposal prior to its formalisation in order to iatpar- -V -

tially assess the impact upon housing* +* .. > VAt
Sincerely,

ALASKA. STATE HOUSING AUTHORITY

James H* Crawford
I>eputy Executive Director

JHC:ara

ccj Hembers of the Board
John B. Curtis, Executive Director



