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MEMORANDUM
Date : F eb ru a r y  14, 1986
To :  Rep resen ta t ive  Peter Go l l ,  Chairman

House Community and Regional A f f a i r s  Committee
From: Rep resen ta t ive  T e r r y  Martin ijjljlj.
Re: HB 452

"An Act re la t ing to res t r ic t ing  the use o f  g ra n t  f u n d s . "

In o r d e r  to increase a g ran tee ' s  accountab i l i ty  f o r  g ra n t  f u n d s ,  HB 452 
speci f ies that no more than 10% o f  a g ra n t  may be used f o r  ind i rec t  cos ts .
Since we make g ran t s  f o r  speci f ic p u rp o se s ,  it makes good sense to requ i r e  
that  the g ran tee  be able to d i rec t ly  account f o r  the vas t  major ity o f  funds  
rece ived .  Since ind i rec t  costs  a re  a kind o f  "misce l laneous" ca tego ry  f o r  
costs that a re  d i f f i cu l t  to b re ak  ou t ,  ease o f  bookkeep ing dic tates the neces­
s ity f o r  an ind i rec t  cost c a tego ry .  However ,  we leave this  ca tego ry  open f o r  
abuse and reduce g ran tee  accountabi l i ty  if we don' t place a limit o r  "cap" on 
how much o f  a g ra n t  can be spent on "misce l laneous" expenses .
Here's an example .  I f  you 've eve r  gone to a lawye r ,  you know that the
sound accounting system o f  a law of f ice t races  e v e r y  phone al l o r  e v e r y  
le t te r  typed  back to y o u r  account ;  y o u r  lawyer simply makes a notation that 
so many minutes o r  hou rs  were spent on y o u r  case ( e . g . ,  15 minutes , phone 
cal l to d e fendan t ,  c l ient Joe B low ) .  Th is  is the type  o f  p ractice that would 
reduce the necess i ty  f o r  a la rge ind irect cos t ,  enabl ing the g ran tee  to t race 
costs with a minimum o f  e x t r a  bookkeep ing .  Yet p rov is ion  is made f o r  those 
categor ies  tha t  a re  d i f f icu l t  to b reak  out in an o rganiza t ion rece iv ing fund ing 
from more than one source  ( jan i to r ia l  s e rv ic e s ,  f o r  example , o r  the basic 
month ly  se rv ice  fee f o r  a t e lephone ) .
Y ou r  s uppo r t  and though t fu l  cons iderat ion o f  th is measure a re  g re a t l y  
app rec ia ted .
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S en io r C i t i z e n  Homeowner Exemption 
From R eal P ro p e r ty  Taxes 

(FY84)

P o p u la tio n  A ssessed  Value ($000)

Boroughs T o ta l Exemption %Exempt T o ta l Exempt %Exempt
A nchorage 244,030 2,139 0.88 13,199,355 173,133 1.31
B r i s t o l  Bay 1,271 7 0.55 112,215 390 0.35
F a irb a n k s 69,633 607 0.87 3,627,908 39,658 1.09
H aines 1,847 54 2.92 88,882 2,792 3.14
Juneau 28,941 420 1.45 1,493,919 35,596 2.38
K enai P e n in s u la 38,919 522 1.34 3,102,640 37,718 1.21
K e tch ik an 14,314 299 2.08 711,341 20,556 2.88
K odiak I s la n d 13,479 111 0.82 651,444 9,074 1.39
Mat-Su 34,030 464 1.36 1,773,384 38,497 2.17
N orth  S lope 12,359 24 0.19 12,354,883 1,343 0.10
S i tk a 8,221 129 1.56 756,351 10.232 1.35

T o ta ls
C i t i e s 467,044 4,776 1.02 37,872,322 368,989 .97

Cordova 2,520 36 1.42 121,884 2,161 1.77
C ra ig 907 7 0.77 28,381 383 1.34
D illin g h am 2,026 23 1.13 112,645 2,603 2.31
Nenana 547 18 3.29 11,233 421 3.74
Nome 3,732 52 1.39 207,050 2,093 1.01
P e l ic a n 213 3 1.40 9,143 103 1.12
P e te r s b u rg 3,137 94 2.99 161,668 7,254 4.48
Skagway 790 25 3.16 63,333 1,550 2.44
U nalaska 1,922 6 0.31 95,670 400 0.41
Valdez 3,687 22 0.59 1,720,125 1,631 0.09
W h i t t i e r 273 6 2.19 18,510 144 0.77
W range ll 2,376 77 3.24 106,435 3,956 3.71
Y aku ta t 462 11 2,38 ; 17.949 516

T o ta ls 22,592 380 1.68 2,674,026 23,215 .87
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Introduced: 1/13/86
Referred: Community & Regional 
Affairs and Finance

1 IN THE HOUSE BY MA R TI N

2 H OUSE BILL NO. 452

3 IN THE L EGISLATURE OF THE STATE OF AL A S KA

4 F O URTEENTH L EGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to restricting the use of grant

7 f u n d s ."

8 BE IT ENACTED BY THE L EGISLATURE OF THE STATE OF ALASKA:

9 * Section 1 AS 37.05.321 is amended by adding a ne w  subsection to

10 rei

11 (b) Not more than 10 percent of a grant made under AS 37.05.-

12 315 - 37.05.317 may be used to pay ? >r indirect costs. In this sub-

13 section, the term "indirect costs" means administrative and operating

14 costs that are not directly identifiable w i t h  the purpose for w hich

15 the grant was made.

- 1 - HB 452
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HB 462

"An Act relating to restricting the use of grant funds."

Analysis

The proposed legislation would apply only to grants made under AS 37.05 .315 
- 3 7.05.317 and would allow not more than 10% of such a grant tu be used
to pay for indirect costs. The Department of Health and Social Services
(DHSS) awards grants under several statutory bases only one of which is 
AS 37.05.316 (AS 37.05 .315 and AS 37.05.317 do not apply to DHSS grants).
One general comment in relation to this bill is that, if passed into law, 
for a number of entities now receiving AS 37.05.316 grants it would either 
force drastic reduction or permit dramatic increase of indirect rates cur­
rently authorized. For example:

a. The department has historically recognized the federal^ nego­
tiated indirect cost rate for grants. So, for instance, two 
large, private, nonprofit, Native hutnan services corporations 
receive grants under AS 37.05.316 and are authorized their mo 
recently negotiated federal indirect cost rates of 27.5% and 
29.9%, respectively of their direct program costs, excluding 
certain costs such as for equipment, contracts and renovations. 
Other grantees under AS 37.05.316 receive no indirect costs, 
because they have no federally negotiated rate.

b. Capital project grants for health and social services facilities
under AS 37.05 .316 are allowed no indirect costs but are permitted
direct administrative costs for staff and services to support/ 
manage the project. The language of the bill wM ch reads,
"...the term "indirect costs" means administrative and operating 
costs that are not directly identifiable with the purpose for 
which the g>‘ wt was made..." would appear to permit payment of
up to an indirect cost rate of 10% over and above the limited 
administrative costs now being allowed by DHSS as direct costs 
for capital project grants.

Ano^ner general comment applicable to HB 452 is that it would not apply 
to the majority of operating giants administered by DHSS which are cur­
rently governed by 7 AAC 78. Under 7 AAC 78, grantees are authorized 
indirect costs if they have a federally negotiated rate. If the 
grantee has a rate that has been authorized by the federal government, 
the most recent such rate is included in the grant award. If the grantee 
has not negotiated a rate with the federal government, that grantee is 
permitted to budget only those costs as direct costs that can be shown 
as attributable to the program.

The unequal treatment that would be generated by HB 452 would not be 
conducive to the amicable State grantor versus grantee relationship 
that is desirable to achieve maximum productivity.



HB 452 ?

An analysis of FY85 DHSS grants revealed that of the grantees who were 
allowed indirect costs, the total indirect costs of $3,800,000 amounted 
to an average of 13% of the total of abuut $29,260,000 granted to such 
grantees. The average percentage of the total cost of grants that was 
allowed as indirect costs to municipalities was 9 .6% and for private 
nonprofit agencies was 14.9%. However, many grantees, together awarded 
a total of about $18,500,000 for FY85, received no indirect costs.

Recommendation

The Department of Health and Social Services favors an indirect cost rate
schema that would be uniformly applicable and equitable for all State
grantees.

An entity whose funding source, exclusive of voluntary contributions, 
for its operating program(s) includes a federal or State source(s) 
should be allowed:

(1) the latest indirect cost rate negotiated with the federal 
government, or

(2) if no federally negotiated rate exists, the grantee should
be permitted to :
a. Budget and charge as direct costs thoce administrative/ 

management costs that car be shown as attributable to 
the State grant program; or

b. Submit a cost allocation plan on forms furnished by the 
State to apply for and obtain an indirect cost rate to be 
established by a central State agency charged with this 
responsibility.

An entity receiving a capital project grant should not be allowed to budget 
or charge indirect costs. All administrative/management costs attributable 
to the capital project should be budgeted and charged as direct costs.

Recommended by:
o/[nne C. Clark, Director 
/vision of Budget & Finance

Approved by:

Dated:

JtfMi R. Pugh, Commissioner 
Department of Health & 

Social Services
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There will be no additional costs to the Department of Health 
and Social Services (DHSS) if this bill becomes law. If a grant 

} affected by this change is currently funded allowing less than
10% of the total grant in indirect costs, the increase in indirect 
costs would be granted at the expense of decreased direct costs 
with attendant reduction in the program services or construction 
delivered under the grant. Conversely, if an affected grant is 
currently funded allowing more than 10% of the total grant in 
indirect costs, the decrease in indirect costs would be granted a: 
increased direct costs for provision of additional program services 
or construction delivered under the grant.

2 of 2
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TELEPHONE 
(907) 586-1325

105 MUNICIPAL WAY, SUITE 301 
JUNEAU, ALASKA 99801

To: R e p r e s e n t a t i v e  P e t e r  Goll, C h a i r m a n

M e m b e r s  o f  the H o u s e  C o m m u n i t y  an d  R e g i o n a l  A f f a i r s  C o m m i t t e e

From: S c o t t  A. B u r gess, E x e c u t i v e  D i r e c t p r " * ' ^ ^ ^)____________

Date: F e b r u a r y  14, 1986

Subject: HB 452 - I n di r e c t  C o s t s

I a p o l o g i z e  for n o t  b e i n g  p r e s e n t  at y o u r  h e a r i n g  on HB 452 b u t  I wa s  ou t 

of town. I am u n a w a r e  of any a b us e s  by  m u n i c i p a l i t i e s  r e g a r d i n g  

a d m i n i s t r a t i v e  c o s t s  o n  g r a n t s  u n d e r  A S  37. 0 5 , 3 1 5  t h a t  w o u l d  call for such 

l egislation. However, r e c e n t  g r an t  r e g u l a t i o n s  p r o p o s e d  b y  0 M B  an d  the 

D e p a r t m e n t  of A d m i n i s t r a t i o n  i n cl u d e d  such a limit. I w i l l  be h a p p y  to 

p r o v i d e  the C o m m i t t e e  w i t h  the c o m m e n t s  on the i n di r e c t  cos t  r e s t r i c t i o n s  

f rom the p u b l i c  h e a r i n g s  o n  the regulations.

T h e  L e a g u e  o p p o s e d  the p r o p o s e d  g r a n t  r e g u l a t i o n s  (resolution attached) 

and, in g e n eral, the L e a g u e  d o e s  no t  s u p p o r t  such a r b i t r a r y  limits w h i c h  

do not a l l o w  fo r  v a r i a t i o n s  in c o m p l e x i t i e s  a nd  costs o f  p r o j e c t s  or  

p r o g r a m s  funded u n d e r  AS 3 7 . 0 5 . 3 1 5  - 317.

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



RESOLUTION OF THE ALASKA MUNICIPAL LEAGUE

R E S O L U T I O N  8 6-18

A R E S O L U T I O N  O P P O S I N G  T H E  P R O P O S E D  

G R A N T  A D M I N I S T R A T I O N  R E G U I A T I O N S  B Y  T H E  

A L A S K A  D E P A R T M E N T  O F  A D M I N I S T R A T I O N  2 A A C  95.

W H E R E A S , the S t a t e  o f  A l a s k a  is p r o p o s i n g  r e g u l a t i o n s  d e a l i n g  

w i t h  g r a n t  a d m i n i s t r a t i o n ,  a n d

W H E REAS, the p r o p o s e d  g ^ a n t  r e g u l a t i o n s  w o u l d  be a p p l i c a b l e  to 

all n o n - p r o f i t  c o r p o r a t i o n s ,  S t a t e  ag e ncies, p o l i t i c a l  s u b d i v i s i o n s ,  

R e g i on a l  E d u c a t i o n  A t t e n d a n c e  A r e a s  ( R E A A s ) , C o a s t a l  R e s o u r c e s  S e r v i c e  

A r e a s  ( C R S A s ) , t r a d i t i o n a l  a n d  I RA  coun c i l s ,  an d  f o r - p r o f i t  e n t i t i e s  

an d  in d i v i du a l s  e l i g i b l e  fo r  s t a t e  g r a n t  funds, a n d

WH E REAS, the p r o p o s e d  g r a n t  r e g u l a t i o n s  w i l l  im p o s e  

me a n i ngless, c o n f l i c t i n g ,  c o s t l y  a n d  i m p r a c t i c a l  r e g u l a t i o n s  o n  the 

S t a t e  g o v e r n m e n t  its e l f  an d all g r a n t  r e c i pients, and

W H E R E A S , the S t a t e  h a s  r e c e n t l y  a d o p t e d  r e g u l a t i o n s  for single 

au d i t  s t a n d a r d s  for al l  S t a t e  g r a n t s,  t h e s e  a u d i t  s t a n d a r d s  r e q ui r e  

the g r a n t  r e c i p i e n t s  b e  r e s p o n s i b l e  a n d  a c c o un t a b l e ,  a n d  t ha t  the 

gr a n t  funds are e x p e n d e d  fo r  a n d  c o n s i s t e n t  w i t h  the o v e r al l  i n t e n t  of 

the grant, an d

W H E R EA S ,  there are  s i g n i f i c a n t  m e s s a g e s  g i v e n  by  the S t a t e  of 

A l a s k a  b y  t h e s e  p r o p o s e d  S t a t e  g r a n t  r e g u l a t i o n s  of m a j o r  c o n c e r n  to 

the c i t izens o f  Alask a ,  to wit:

a. S t a t e  g o v e r n m e n t  w o u l d  g r o w  in o r d e r  to e f f e c t i v e l y  

a d m i n i s t e r  the d e t a i l s  i n v o l v e d  in t h e se  reg u l a t io n s .

b. T r a d i t i o n a l  a n d  I R A  c o u n c i l s  m u s t  o f f e r  a w a i v e r  o f  

s o v e r e i g n  i m m u n i t y  in ord*?;-* to r e c e i v e  a grant.

c. T h e  State laws g o v e r n i n g  e m p l o y e e  p e r s o n n e l  r u l e s  an d  

c o m p e n s a t i o n  s h o u l d  a p p l y  in all c a s e s  w h e r e  S t a te  

g r a n t  funds are  used.

d. T h e  S t a te  w o u l d  h o l d  g r a n t e e s  l i a b l e  fo r  a c t i o n s  

a r i s i n g  f r o m  t h e  a d m i n i s t r a t i o n  o f  S t a t e  g r a n t  funds, 

e v e n  w h e n  t ho s e  p r o j e c t s  a r e  a d m i n i s t e r e d  on b e h a l f  

of  th e  State.
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Introduced: 1/13/86
Referred: Community & Regional
Affairs and Finance

1 IN THE HOUSE BY M AR T I N

2 H OUSE B ILL NO. 459

3 IN THE L EGISLATURE OF THE STATE OF ALASKA

4 F O U R T E E N T H  L EGISLATURE - SECOND SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to interest earned on grant money;

7 and providing for an effective date."

8 BE IT ENACTED BY THE LEGISL A T U R E OF THE STATE OF ALASKA:

9 * Section 1. AS 37.05 is amended by adding a new section to read;

10 Sec. 37.05.323. INTEREST EARNED ON GRANT MONEY. Interest earned

11 on money appropriated or allocated as a grant to an agency, mur.icipal-

12 ity, or other recipient shall be, at the option of the recipient,.

13 (1) retained by the recipient and used for purposes for

14 w hich the grant money may be used; or

15 (2) del i ve r e d  by the recipient to the state for deposit in

16 the general fund.

17 * Sec. 2. AS 37.05.325 is amended to read:

18 Sec. 37.05.325. DEFINITIONS FOR AS 37.05.315 - 37.05.323

19 [AS 37.05.315 - 37.05.117]. In AS V . 05.315 - 37.05.323 [AS 37.05.-

20 315 - 37.05.317], "allocation" and "appropriation" have the meanings

21 given in AS 37.07.120(2) and (3).

22 * Sec. 3. This Act takes effect July 1, 1986.

- 1 - HB 459
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MEMORANDUM
To: Representat ive Pe te r  Go l l ,  Chairman

House Community and Regional A f f a i r s  Committee
From: Representat ive T e r r y  Martin
Date: Apr i l  10, 1986
Re: HB 459

An Act relat ing to in te res t  v.. rned  on g ran t  money

For  y e a r s ,  o u r  legis lat ive aud i to r s  have been u rg ing  the leg is la tu re  to c l a r i f y  
whether a g ran tee  is en t i t led  to in te res t  income resu l t ing from investment o f  
state g ra n t s .  (I  have a t tached the re le van t  po r t ions  o f  f ou r  d i f f e r e n t  audits  
as e x am p le s . )  There is no quest ion that g ran tees  can gain s ign i f icant 
amounts o f  un res t r ic ted  revenue  th rough  investment o f  g r a n t s .  In a 
Legis la t ive Audit  review o f  the 1981 Municipal Aide app rop r ia t i on s ,  it was 
pointed out that " . . . a s  o f  December 31, 1984, Anchorage had acc rued  in te res t  
ea rn ings  on Municipal Aid fun d s  to ta l ly  approx imate ly  $ 1 5 , 6 5 0 , 0 0 0 . . . "
Municipal it ies and other g ra n te e s  ins is t tha t they have a r igh t  to do whatever  
they l ike with interest  income, since the re  is no law rest r ic t ing its use .  The 
state a t t o rn ey  gene ra l ,  h ow eve r ,  f ound ,  in a Memorandum o f  Advice dated 
March 18, 1985 (copy a t t a c h e d ) ,  that " . . . U s e  o f  public g r a n t  money fo r
investment capital const i tu tes  a d ive rs ion  f rom the purpose ass igned  by the 
l e g i s l a t u r e . . . "  and that " . . . U s e  o f  the money to generate f u r t h e r  revenue  fo r  
the g ran t  rec ip ient ,  absen t  spec if ic s ta tu to ry  a u th o r i t y ,  would be an unau th ­
o r ized use o f  public money . "
In the same ve in ,  it is als'.- pointed out in the Memorandum that " . . . t h e  
federa l  comptro l le r  gene ra l  has cons is ten t ly  held that  in te rest  ea rned by a 
g ran tee  on money advanced by  the Uni ted Sta tes unde r  a g r a n t  agreement 
be longs to the United S ta tes  r a th e r  than to the g r a n t e e . "
It is incumbent upon the Leg is la tu re  to make c lea r  how we intend in te res t  
:ncome to be used . HB 459 spec if ies tha t  such income be used toward the



p ro jec t  f o r  which the g ra n t  was made, o r  r e tu rn ed  to the state gene ra l  fund .  
~\ he bil l makes clear o u r  intent that g ra n t  funds a re  not p rov ided  so that the 
g ran tee  can fund activit ies which have not been spec i f ica l ly  app roved  and 
funded by the leg is la tu re ;  n o r  can f u nd s ,  inc luding in te res t  income, be
comingled without p r i o r  leg is la t ive a pp ro va l .
The bil l does encourage wise investment p ractices as a means o f  in f la t ion -  
p roo f ing  a g ra n t  o r  as a means o f  a l leviat ing cost o v e r r u n s .  It promotes
f iscal respons ib i l i ty  and re ta ins  legis la t ive ove r s ig h t .
Th is  bil l will help p ro tec t  the in teg r i ty  o f  the legis lat ive app rop r ia t i on
p rocess .  Y ou r  st rong suppo r t  and swift passage o f  H b  459 will c l a r i f y  and 
s t reng then  ou r  state g ra n t  p rog rams .
j fh
attachments
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Agency Affected: Department of Administration

BRU: Administrati ve Services

Sponsor: Martin

Requestor: House; CARA; Fi nance

Date of Request:

Components: Municipal Grants

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

OPERATING
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0

SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELL ANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE

FUNDING: (Thousands of Dol ars)
GEN ER AL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 .. . ..0 0

ANALYSIS: Attach a separate page if necessary

It is anticipated that mos t grantees would apply interest earnings to the grant. Therefore, no 

fiscal impact is anticipated to result from the return of the funds to the State. There would be 

a reduction in the number of audits conducted since audits would have to be expanded to track the 

application of interest earnings.
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POSITION PAPER 
HB 459

This bill would establish the requirement for municipal grant recipients 
to use interest money earned on investments of municipal grants for the 
purposes for which the grants were appropriated or return the earnings to 
the state for deposit in the general fund. This requirement would remove 
the incentive municipalities currently have to delay using grant funds in 
order to earn interest for purposes other than those associated with the 
grant and would provide an incentive to proceed with grant projects in a 
timely fashion.

The Department of Administration supports passage of the bill.

  ^ / / d /8 £ > ___________________
Gary M. Bafler ~ "   Date
Director
Division of Administrative Services 
Department of Administration

Department of Administration

0410-03/1D4



MEMORANDUM State of Alaska

M a r c h  18, 1985 

366-341-85 

465-3600

P a yme nt of lump sum 
appropr iations for 
ho s p i t a l  c o n s t r u c­
tion

A s s i s t a n t  A t t o r n e y  General 
Govern m e n t a l  A f f a i r s - J u n e a u

Y o u  have asked if it is perm is s i b l e  for the Department 
of H e alth and Social Services (DHSS) to p a y  m o n e y  granted to the 
City of Cordova for h o s p i t a l  construction in a lump sum. ["The d 
(city admits that it is n o t  prepared to b e g i n  w o r k  on the hospital I 
'.'project. The city is r e q u e s t i n g  this advance in the form of an fl
^endowment so that it can invest the m o n e y  and o b t a i n  interest V
•;.incomeQ The city b e l iev es it can, through i nvestment of the e n­
dowment, increase the amount u l t i m a t e l y  available for h ospital 
construction.

(TWe b e l i e v e  that the investment of public grant m o n e y  t 
k,during a dela y p e n d i n g  im plementation of the p u r pose of the grant (| 
'-is an u n a u t h o r i z e d  useTJ The appropri ation was made to DHSS to 
finance r e n o v a t i o n  and r epair of various p u b l i c  h e a l t h  f a c i l i­
ties. Sec. 4, Ch. 24, S L A  1984, p., 55, 1. 15. The department
finances grants for the construction of h e a l t h  care facilities 
under AS 1 8 . 25_from. accounts credited w i t h  amounts from the a p­
propriation. (_We b e l i e v e  the legislature did n o t  intend to ap- 

-Cpropriate m o n e y  to c apitali ze an investment p r o g r a m  for the grant |B 
/recipient. _ Use of p u b l i c  grant m o n e y  for investme nt capital jl 
(constitutes a d i v e rsi on f r o m  the purpose  a s s i g n e d  b y  the legisla- I  
-ture for the a p p r o p r i a t i o n  made to finance the g r a n t / }  A  state * 
certifying officer w h o  authorizes a payment v o u c h e r  for the d i s­
bursement of m o n e y  to a grantee with k n o w l e d g e  that the grantee 
intends a d i v e rsion is subject to the duties i m posed by AS 37.- 
10.030(3), 37.10.040 and the criminal penalti es imposed by AS
44.21.050.

We re cog n i z e  that it is reas on a b l e  for a grantee to 
temporarily secure grant m o n e y  in some w a y  pending disbursement: 
for the p u rp ose of the grant, [it w o u l d  be w a s t e f u l  to p e n a l i z e  a 
• grantees for p r o d u c t i v e  u s e  of the m o n e y  p e n d i n g  disbursement. Ij 
•However, it is rot prope for a grantee to u n d u l y  delay the dis- ({ 
■bursement of grant m o n e y  in its possession}/ Traditionally, i n­
terest e a rned on advances of public grant m o n e y  during a period 
of "undue" d e l a y  is c onsidere d p r o perty o f  the grantor. 1 R. 
Cappalli, F e de ral Grants and Cooperative Agreeme nts § 5.li

t o : Hon. John Pugh, Commissio ner d a t e :

Departme nt of H e a l t h  &
Social Services f i l e n o :

TELEPHONE NO:

from: N o r m a n  C. G o rsuch s u b j e c t :

A t t o r n e y’General

By: Jaimes L. Bald win



Kon. John Pugh, C o mmiss ioner 
Department of H e a l t h  &

Social Services\

i :■( :
(1982). in his treatise, Cappalli o b s e r v e 7,: "Nothing preordains
this result except its historical respec .bility." Id. , ch. 5, 

•‘■ p. 23. This v i e w  is p r o babl y one that \ (.11 be adopted b y  the 
.• A l a s k a  courts. Seme indication of the . laska Supreme Court's 

p h i l o s o p h y  m a y  be found in Ellis v. City c f  V a l d e s , 6 8 6  P . 2d 7 0 0  

(Alaska 1 9 7 4 ) . .  In E l l i s , the court declared "discretion to spend 
’.. or not to spend w i t h i n  the parameters set by the legislature,
. rests w i t h  the a g ency for whose use the funds h a v e  b e e n  appropri- 

ated." 686 P . 2d at 705 (citation omitted). By this the court 
m eant that the p o w e r  to choose the means to accomp l i s h  the p u r­
pose assigned by the legislature is up to the admin i s t e r i n g  state 
agency. This places squarely upon the admin i s t e r i n g  agency the 
respon s i b i l i t y  to p r e v e n t  the diversion of an appropriation  for 
unauth o r i z e d  purposes.

The legislative purpose assigned b y  law for the Cordova 
Hospita l is "DHSS r e n o y a t i o n  and repair." Sec. 4, ch. 24, SLA 
1984, p. 55, line 15. ClJse of the money  to generate further reve- 

inue for the grant: recipient, absent specific statutory authority, 
v w o u l d  be an u n a u t h o r i z e d  use of public m o n e y r j  If the m o n e y  in 
the. state t reasury exceeds the amount n e c e s s a r y  to finance o b l i­
gations, the c ommis s i o n e r  of revenue invests it in accordance 
w i t h  AS 37.10.070. The interest income earned is credited to the 
t r eas ury-and is c o n s i d e r e d  an unrestricted receipt available for 
appropr iation for any purpose.

State court decisions precisely on this issue were not 
located. It is p r o b a b l e  that fiscal procedures and i n t e r p r e t a­
tions applied by the federal government constitute persuasive  
authority because n e a r l y  all of the statutes applicable to g o v­
ernment fund accounting, are derived from the days w h e n  A l a s k a  was 
a federal territory. (The federal com ptroller g e n eral has c o n s i s­
tently held that interest 'earned by a grantee on m o n e y  advanced 
tb y  the U n i t e d  States u n d e r  a grant ag reement belongs to the 
U n ite d States r a t h e r  than to the grantee. All interest is r e­
quired to be a c c o u n t e d  for as m oney of the U n i t e d  States, and 
m u s t  be depo sited in the treasury as miscel l a n e o u s  r e c e i pt s?under 
31 U.S.C. 484. 42 Comp. Gen. 239 (1962); 40 Comp. Gen. 81 (1960).

C T h i s  g e n e r a l  rule applies whether the grantee is a p u b­
lic or pri vate agency"]] Exceptions to this rule m a y  only be a u­
thorized by law. For example, states are specif i c a l l y  permitted 
by 42 u'.S.C. 4213 to r e p a i n  interest earned on grant money  held 
awaiting disbursement. CThe rationale for the p r o h i b i t i o n  is that 
statutes a uthor i z i n g  g rant programs cont emplate that recipients 

rmay not profit  o t h e r  than in the manner and to the extent pro- 
Vvided b y  law. M o n e y  paid to a grantee is not to be held, but is 
to be a p pl ied p r o m p t l y  to the grant purposesTJ 1 Comp. Gen. 652

M a r c h  18, 1985 
Page $2 

366-341-85



Hon. John Pugh, C o m m i s s i o n e r  Ilarch 18, 1985
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Social Services 366-341-85
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(1922). [jin other words, m o n e y  is paid out to a grantee to accom- 
.plish the grant purposes, not for the grantee to invest the m o n e y  
and e a r n  i n t e r e s t  a t  t h e  e j :pense of the t r e a s u r y 7J

Care s hould be taken w h e n  applying the advice given in 
this opinion to o t h e r  grant programs established  under authority 
other than A S  18. 25. It appears that AS 37.05.315(d) authorizes 
advance p a y m e n t  of a m u n i c i p a l  grant. The department is required 
■'o disburse 20 p e r c e n t  of the grant upon execution of the grant 
agreement. F u r t h e r  disbursements are payable based u p o n  the p r e­
vious month's expenditures. Another provision allows the d e p a r t­
ment to make lump s u m  payment of a grant. However, Cpur c o n c l u­
sion r egarding the ownership of interest e arned on advances of 
municipal grant m o n e y  remains the sameT] The intent of the lump 
sum payment a u t h o r i z a t i o n  is to accomrcooate municipalities  making 
bulk purchases of m a t e r i a l s  and equipment to meet transportation 
and delivery schedules dictated by weather conditions. For each 
request for lump sum payment of m u n i cipal grant money, the c o m­
missio ner of a d m i n i s t r a t i o n  must determine that the m o n e y  will be 
disbursed by the gran tee without undue delay. A  state agency m a y  
disburse grant m o n e y  only if it determines that the grantee has 
an intent to p r o c e e d  w i t h  executiun of the purpose of the grant.

* -The D e p a r t m e n t  of Health and Social Services has 
adopted 7 AAC 78.210 w h i c h  appears to apply to the grant n o w  
under review. This r e g u l a t i o n  confers broad powers on a grantee 
to retain grant income if it is spent for the purposes of the 
grant. However, the term "grant income" is defined to mea n " i n­
come earned b y  a gran t project during the grant period." 7 AAC 
7 8 . 3 2 0 ( 1 0 ) (emphasis added). The regulations apparently do not 
authorize inves t m e n t  a c t i v i t y  separate from that earned by the 
project finan ced b y  the grant. Prather, 7 AAC 78.190 requires 
monthly or q u a r t e r l y  disbursements of grant m o n e y  to a graiitee 
and makes no p r o v i s i o n  for advance payment of grant money. From 
this we conclude that existing regulations w o u l d  not permit the 
disbursement r e q u e s t e d  by Cordova. We r e c o mmen d that your d e­
partment carry out its r e s p o n s i b i l i ty required  by AS 18.25.100(2) 
and amend 7 A A C  78 to specifically e stablish f iscal and acccunt- 
irtg procedures and controls n e c e s s ary to prevent the investment 
activity p r o p o s e d  by the city and other similarly situated 
"gr a n t e e s .___________________________________  * ~

W e  hope this m e m o  has answered your question. Please 
call if you need f u r t h e r  assistance.

JLB/pjg
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c Hon. John Pugh, Commis sioner 
Department; of H e a l t h  &
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cc: Hon. L i s a  Rudd, Commissioner
D epar tment of Admi ni s t r a t i o n

Hon. L o r e n  II. Lounsbury, Commissioner 
Depar t m e n t  of Commerce &

E conomic Development

Hon. Emil Notti, Commissioner 
D e p a r t m e n t  of Commu n i t y  &

Region al Affairs

Hon. H a r o l d  Reynolds, Sr., Commissioner 
D epar tment of E d u c atio n

Hon. W i l l i a m  A. Ross, Commissioner 
D epart m e n t  of Environmental Conservation

Hon. Don U. Collii.sworth, Commissioner 
' Departmen t of Fish & Game

Hon. Esther Wunnicke, Commissioner 
Depart ment of Natural Resources

Hon.' Robert Sundberg, Commissioner 
Depart ment of Public Safety
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A U D I T O R ' S  N O T E

A S  3 7 . 0 5 . 3 1 5  r e q u i r e s  D O A  to a d v a n c e  t w e n t y  p e r c e n t  of a 
m u n i c i p a l  g r a n t  to a m u n i c i p a l i t y  w i t h i n  ten  days a f t e r  e x e­
cu t i o n  of a g r a n t  a g r e e m e n t .  I n t e r e s t  e a r n e d  o n  t h o s e  m o n ­
ies n o t  n e e d e d  for c a s h  f l o w  p u r p o s e s  are o f t e n  e x p e n d e d  for 
p u r p o s e s  o t h e r  t h a n  a s  s p e c i f i e d  in the grant s. T h e  l a w  is 
s i l e n t  o n  w h e t h e r  i n t e r e s t  e a r n e d  on g r a n t  m o n i e s  s h o u l d  be 
spent o n l y  f o r  p r o j e c t s  s p e c i f i e d  b y  g r a n t  a g r e e m e n t s .

'in-:;:
! A*.'-'

A u c f/ f  C o n i r o / N v th b .W  Od ■ 23 -S
"A  S p ?c/<*/ fcrjsoY-h on fO c r f a j ✓, f  a f  A rt/u u u z  trotim-

C/Aj  o f  V o lr fe z . / V  J tu c t/o n / ‘‘
h v  -fly c p e r /e f t  S tH /S 'o  t * /

-QE-AI ^ I < A  .. g    DIVISION OF Lc/ZISLATIVE AUDIT



A U D I T O R ' S  C O NCLU SIONS

|

As stated in the P u r p o s e  of the Report, we r e v i e w e d  the 
M u n i c i p a l i t y  of A n c h o r a g e ' s  compliance w i t h  the provisions 
of the M u n i c i p a l  A i d  P r o g r a m  legislation, C h a p t e r  60,
S L A  1981, and the terms and conditions c o n t a i n e d  in the 
E n t i t l e m e n t  A greements.

In our opinion, the M u n i c i p a l i t y  has not b e e n  in total 
c o m p l i a n c e  w i t h  the r e q u irements of the M u n i c i p a l  A i d  
Program. As d i s c u s s e d  in more detail in che F i n d i n g s  and 
R e c o m m e n d a t i o n s  s e ction of this report, ov.r r e v i e w  showed 

. that the M u n i c i p a l i t y  e x p ended $1 m i l l i o n  of M u n i c i p a l  A i d  
funds on the S u l l i v a n  Sports A r e n a  proje ct w i t h o u t  obtaining 

fij&voter approval.
I'

A d d i t i o n a l l y , w e  h a v e  q u e s t i o n e d  certain e x p e n d i t u r e s  charged 
S t o ) v a r i o u s  p r o j e c t s  and have r e c o m m e n d e d  that the D e p a r t m e n t  
|;-7vof A d m i n i s t r a t i o n  m a k e  a d e t e r m i n a t i o n  as to the a l l o w a b i l i t y  
'• V of the charge .
TXwV't'W.'-' Si I
         .....

vW e  also r e v i e w e d  the M u n i c i p a l i t y ' s  policies  r e l a t i n g  to 
interes t earnings and  identified the interest e a r n e d  on 
funds a d v a n c e d  to the Municipality .

The M u n i c i p a l i t y ' s  p olicy on interest earnings on capital 
p r o j e c t s  stares, in part, that interest e a r nings shall 
accrue t h r c  ,-hout the d esign and c o n s t r u c t i o n  phase of a 
project. 'incerest earnings m a y  be us ed for u n a n t i c i p a t e d  
p r o j e c t  overruns. W h e n  d e t e r m i n e d  that the p r o j e c t  is 
w i t h i n  it? p r o g r a m m e d  b udget and a d d i t i o n a l  funds are not 
n e e d e d  for c o m p l e t i o n  of the project or o ther contingencies, 
the i n t e r e s t  earnings m a y  then be use d as an a l t e r n a t e  
contract u n i t  a n d / o r  .for faci lity furnishings and equipment.

The e x p e n d i t u r e  of a c c r u e d  interest earning? r e q uires the 
M a y o r ' s  p r i o r  a p p r o v a l  and is subject to n o r m a l  a p p r o p r i a­
tion p r ocedur es. All u n e x p e n d e d  interest earnings, u p o n  
the final c o m p l e t i o n  of a project, w i l l  r e v e r t  to the 
C a p i t a l  P r o j e c t s  F u n d  b a l a n c e  for use on other projects.

• » _ • , » 1 i .

As of D e c e m b e r  31, 1984, A n c h o r a g e  h a d  a c c r u e d  interest 
earning s o n  M u n i c i p a l  A i d  funds totalling a p p r o x i m a t e l y  
$15,650 ,.000, as shown in A p p e n d i x  C of this report.

r.

*!.A u d / -t.C on-h 'o / f^un-\b& r 0J - V W / - 8 5 -  S f t p r iJ  £T, / 

op /}d n \\  /\ ic fro  f>cm
v , 4 A

A h //u c t/jo O /i/ oA- A n c A c rro jc .

S T A T E  O r  A L A S K A D I V I S I O N  O K  L E G I S L A T I V E  A U D I T



T h r e e  of the g r a n t e e s  v i sited in the c o u r s e  q 1t the audit 
w e r e  able to g e n e r a t e  a d e q u a t e  cash f l o w  to a l l o w  invest ment 
of C D V S A  g r a n t  p r o c e e d s  prior to their e x p e n d i t u r e .  In each 
case, the g r a n t e e  r e t a i n e d  w h a t e v e r  i n c o m e  was g e n e r a t e d  by 
t h e s e  i n v e s t m e n t s  for use on n o n - g r a n t  a ctiv i t i e s .

It is a p r u d e n t  act on the part of .the g r a n t e e  to invest 
e x c e s s  cash until it is needed. H o w e v e r ,  C D V S A  should adopt 
a p o l i c y  w h i c h  s p e c i f i e s  -that g r a n t e e s  use i n v e s t m e n t  p r o­
ceeds only for a c t i v i t i e s  that are w i t h i n  the p u r v i e w  of the 
o r i g i n a l  g r a n t  conditions.

A u d t f  (o o A ro / A io ^ b c r  U - o 9 J  -  oobG- 5  3 /3 / /8

Sfiea'tx/ fetf/eLO o f fa e  2xparfi*e*^ o f Public SaAr/y 
f o u n d / o n  Iboiurshc V io len t?  O nd  f& x u o /  f ]S S t ?U / /  '

r - r ~ - r e  r v c  A.I A C K A ______________ - 4 -  D I V I S I O N  O F  L E G l i  ’. A T I V E  A U D I T

C D V S A  and the D e p a r t m e n t  of P u b l i c  S r f e t y  c o m p o u n d  this 
c i r c u m v e n t i o n  of l e g i s l a t i v e  intent w h e n  they  r e p r e s e n t  on 
their FY 1983 b u d g e t  d o c u m e n t s  thaf. the h i g h e r  r anges are 
the c u r r e n t  a u t h o r i z e d  levels.

P o s i t i o n  l e v e l s ,  a n d  a p p r o p r i a t i o n s  t o  f u n d  t h o s e  p o s i t i o n s ,  

r e p r e s e n t  l e g i s l a t i v e  i n t e n t .  T h e  L e g i s l a t u r e  c o n s i d e r s  t h e  

' m e r i t s  a n d  a p p r o p r i a t e s  f u n d s  a c c o r d i n g l y ,  b a s e d  o n  t h e  

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

S ' a l a r y  r a n g e s  a s  e s t a b l i s h e d  c u r r e n t  y e a r  l e v e l s ,  t h e  l e g i s ­

l a t i v e  r e v i e w  p r o c e s s  i s  h a m p e r e d .

R e c o m m e n d a t i o n  No. 3

C D V S A  should d e v e l o p  a p o l i c y  to advise, g r a n t e e s  on the 
a p p r o p r i a t e  d i s p o s i t i o n  of income g e n e r a t e d  by the ..n v e s t - 
m e n t  of St ate grant f u n d s .

R e c o m m e n d a t i o n  No. 2

C D V S A  has i n c r e a s e d  the s alar y r a n g e s  of three a d m i n i s t r a­
tive staff m e m b e r s  f r o m  those i n d i c a t e d  on the fiscal note 
that was a t t a c h e d  to the e s t a b l i s n i n g  l e g i s l a t i o n  (HB 91; 
Chapter 101, S L A  1981).

T h e  fiscal note i n d i c a t e d  that C D V S A  w o u l d  h a v e  three full- 
t s ,e staff membe r s .  T h e  e s t i m a t e d  p e r s o n a l  se rvices costs 
fc_ the staff was $ 1 0 6 , 4 0 0  b a s e d  on salary r a n g e s  o f - 18, 16, 
and 7 for the p o s i t i o n s  of p r o j ect c o o r d i n a t o r ,  r e s e arch 
analyst, and c l e r k - i y p i s t , r e s p e c t i v e l y .

./I.; .

T h e  p o s i t i o n s  w e r e  f i l l e d  by an e x e c u t i v e  d i r e c t o r  **• *s 
(range 24), a p r o g r a m  c o o r d i n a t o r  (range 20), and a s e c r e­
tary  (range 10). T h i s  u n i l a t e r a l  i n c r e a s e  in s al ary ra nges 
r e p r e s e n t s  an i n c r e a s e  in salary and b e n e f i t  costs in excess 
of $ 3 0 , 0 0 0  annual ly.

C D V S A  should fill sta.'.f p o s i t i o n  j at the salary levels 
i n t e n d e d  by the L e g i s l a t u r e .
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Recom m e n d a t i o n  No. 3 - (To ADFG)

ADFG s h o u l d  m ake the verifi c a t i o n  of w a t e r  vise permits an 
integral part: of the hatchery permit: r e v i e w  p r o c e s s .

The o p e r a t o r  of a p r o posed hatchery must o b t a i n  a v/ater use 
permit f r o m  the D e p a r t m e n t  of Natural R e s o u r c e s  ( D N R ) . C u r­
rently, it is the position of ADFG that it is the r e s p o n­
sibility o f  the a p p l icant to obtain the a p p r o p r i a t e  w a t e r  
use pe rmits, a process separate and d i s t i n c t  from obtaini ng 
a h a t chery permit. However, based on our r e v i e w  of all the 
aspects o f  the State's regulation and f u n d i n g  of private 
non-prof it hatcheries, we believe that A D F G  should take on 
the r e s p o n s i b i l i t y  of v e r i f y i n g  that the n e c e s s a r y  final 
water use permits are in place and p r o p e r l y  approved.

The p r o b l e m s  s u r r o u n d i n g  MSRAA's Medvojio C r e e k  facility 
(see c u s s i o n  in N S R A A  Hatcheries s e c t i o n  ■ 1 this report)
were j large extent attributable to A D F C  s reliance on a
prelii. .ry w a t e r  use permit; rather than v e r i f y i n g  and r e­
quiring that a final w a t e r  use permit be o b t a i n e d  prior to 
the g r a n t i n g  of a h a t c h e r y  permit. Additi o n a l l y ,  A D F G 's 
Habitat P r o t e c t i o n  Divisio n should be i n c l u d e d  in the o v e r­
all h a t c h e r y  permit r e v i e w  process. Since the Divisi on's 
decision c a n  influence DNR's water use p e r m i t  allocations, 
their c o n c erns over a site's water use s h o u l d  be included in 
ADFG's review.

By not assurir'. ‘ hemselves that water use p e r m i t s  are f i­
nalized a n d  1 r m e d , A D F G  is creating the p o s s i b i l i t y  of 
issuing a for a technically and e c o n o m i c a l  infeasible
project. A  permit holder, financed with S t a t e  loans, could 
find t heir final w a t e r  use p .rmit will not a l l o w  a p r o d u c­
tion c a p a c i t y  large encugh co provide for a d e q u a t e  cost r e­
covery. If A D F G  w o u l d  integrate a review o f  the w a t e r  use 
permits i n t o  the h a t c h e r y  permit granting process, it w ould 
better a s s u r e  the permits are in order, a n d  the commitment 
of the S t a t e ' s  financial resources are not unduly j e o p­
ardized.

Recommendati or N o . 4 - (To DCFD)

DCED s h o u l d  f u r t n c ?: defiwe the appropriate use of income 
generated by the i n terest on aquaculture a s s o c i a t i o n  reserve 
a c c o u n t s . ~

In FY'83 N S R A A  paid D awson & Associates $ 1 3 , 7 A 9 for services 
that, in part, included lobbying the A l a s k a  State L e g i s l a­
ture. N S R A A ' s  e x e c u t i v e  director said the payments w e r e  
made out o f  the a s s o c i a t i o n ' s  unrestricted income from r - 
serve a c c o u n t  interest.

According to 3 AAC 89.040 aquaculture a s s o c i a t i o n s  m a y  b u d­
get a r e s e r v e  a c count in w h i c h  they can d e p o s i t  any

'  Aucd b  Co/i h o  I  A J u th b e r  OR-//- qn(?  - Si- S  3o/S 3
'* A S  ne t to-/ & rp o < tm ?/*e b-trt • <?/ boteieercc. p/'f/ C  ten an t *c .b rn i £)/■ / v j / i  * C rnm r, n e t t  Mot th e m  Couiheof.-t- Aey/onnJ A flueto/rv t e  /IZSociobcy
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^ F i s h e r i e s  E n h a n c e m e n t  Tax appropriations they receive in 
excess o f  what they need to operate. E s s e n t i a l l y , this p r o­
vision a l l o w s  them to save these funds in an interest b e a r­
ing a c c o u n t  j o i n t l y  controlled  by DCED and the association.

Currently, 3 AAC 89.040(c) allows interes t earned by money 
held in the reserv e account to be t r eated as "unrestricted 
income". N S R A A  has interpreted this r e g u l a t i o n  to mean that 
interest p r o ce eds are not subject to the standard r e s t r i c­
tions a t t a c h e d  to State contracts. M a j o r  standard r e­
strictio ns include proh ibitions against u s i n g  State funds to 
lobby or c o n t r i b u t e  to political campaigns.

Better d e f i n i t i o n  of the "unrestricted i n come" or more spe­
cific p o l i c y  directiv es by DCED would h e l p  associations 

II avoid u s i n g  State funds for prohibited expenditures.

R e c o m m e n d a t i o n  Ho. 5 - (To DCED)

T he D i v i s i o n  of Investments (DPI) sh ould document compliance 
wi~th a d m i n i s t r a t i v e  regulations g o v e r n i n g  the d isbursement 
of F i s h e r i e s  E n hancem ent T : >. a p p r o p r i a t i o n s .

NSRAA is one of three associations that r e c e i v e d  legislative 
a p p r o p r i a t i o n s  of Fish eries Enhancement Taxes the past three 
fiscal y e a r s  (FY'81 - FY'83). Disbu r s e m e n t  of these a p p r o­
priations are g o v erned by Chapter 89 of the A l a s k a  A d m i n i s­
trative C o d e  and specif ic contractor p e r f o r m a n c e  provisions.

NSRAA a n d  o t h e r  a s sociations  are r e q uire d to submit • irious 
financial reports to DOI. The following s a list o some 
of the r e q u i r e d  reports:

1. A n  a n n u a l  b udget fper 3 AAC 89.020(2)]
2. Q u a r t e r l y  cash flow projections [3 A A C  89.020(1)]
3. Q u a r t e r l y  e xpenditure statements [3 AAC 89.080]
4. A  f i n a l  r';ort of all expenditures [3 AAC 39.090]
5. A n  i n d e p e n d e n t  audit report (3 A A C  89.110]
6. An a n n u a l  financial report [3 AAC 89.120]

The above r egula tions were adorced in J u r e  of 1982, however, 
they e s s e n t i a l l y  reflec t contractor p e r f o r m a n c e  provisions 
that h a d  b e e n  w r i t t e n  into the prior years' contracts.

During o u r  r e v i e w  we a t t e m p t e d  to s a tisfy o urselves that 
NSRAA h a d  met these requirements. Of the 18 documents or 
sets of r e c o r d s  that were required over the last 3 years and 
could r e a s o n a b l y  be exp ected to be found  on file at the time
of field work, only 7 documents or sets c o u l d  be located.
Most n o t a b l y  m i s s i n g  w e r e  quarterly e x p e n d i t u r e  reports that 
were r e q u i r e d  by each year's contract. W e  could not find a 
complete s et of q u a r t e r l y  reports for a n y  of the three years 
r e v i e w e d .

(ft-u vh
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£HOW/ M ( r  / \  z ^ A o  A h o V N J  IN C OL UMN Z  K E P T  T H E  E A P N in C tS  F o r  PURPOSES 
OTHEP- T H A N  ED UCATION  (See asterisks below)

A L A S K A  D E P A R T M E N T  OF  E D U C A T I O N  
S C H O O L  O P E R A T I N G  F U N D  R E V E N U E S  
F I S C A L  Y E A R  1 9 8 6  B U D G E T E D  
C I T Y  8 B O R O U G H  S C H O O L  D I S T R I C T S

(D

S C H O O L  D I S T R I C T C I T Y / B O R O U G H  
T A X  A P P R O P .

E A R N I N G S  ON 
I N V E S T M E N T S

O T H E R  L O C A L  
R E V E N U E

IN K I N D  
S E R V I C E S

F O U N D A T I O N
S U P P O R T

S T A T E  P U P I L S T A T E
T R A N S P O R T A T I O N T U I T I O N

$ 7 , 4 1 5 , 0 0 0 $ 4 , 8 1 5 , 0 0 0
$ 1 2 5 , 8 4 3 $ 3 , 0 0 0
$ 4 3 , 9 9 7 $ 1 0 0 , 0 0 0

$0 $0
$ 1 1 5 , 5 0 0 $0

$ 3 , 4 0 8 , 0 0 0 $ 4 , 3 6 2 , 4 0 0
$ 0 $0

$ 2 8 , 9 4 2 $ 6 , 0 0 0
$ 1 8 6 , 9 2 4 $ 9 , 0 0 0

$ 8 , 1 9 0 $ 9 , 0 0 0
$ 0 $0

$ B 9 0 , 0 0 0 $ 4 2 , 0 0 0
$ 2 7 , 5 9 0 $ 4 1 , 7 4 5

$ 2 , 8 8 6 , 3 1 9
$ 4 0 5 , 0 0 0

$ 2 9 , 4 4 3

$ 2 3 , 6 1 4
$ 5 0 , 0 0 0

$ 4 , 7 4 8
$ 0 $0

$ 3 9 6 , 6 6 7 $ 4 0 0 , 0 0 0
$ 4 , 0 2 5 , 2 0 2 $ 6 5 , 0 0 0

$ 1 0 2 , 7 7 1 $ 3 0 0
$ 1 5 9 - 9 3 1 $10.£*10
$ 1 0 0 , 0 0 0 v S  0

$0' -^*0
$ 8 8 , 5 3 3 $ 1 0 , 0 0 0
$ 1 9 , 1 8 8 $0

$ 3 0 7 , 8 2 0 $0
$ 4 , 6 5 4 $0

$0 $0
$0 $ 1 , 5 0 0

$ 1 1 0 , 0 0 0 $0
$ 3 2 8 , 3 1 0 $ 2 5 0 , 0 0 0
$ 5 7 , 7 9 0 $0
$ 4 7 , 3 2 2 $ 2 4 , 5 0 0

A N C H O R A G E $ 6 0 , 7 4 5 , 5 8 8 $ 1 , 9 5 0 , 0 0 0 $ 4 8 0 , 0 0 0 $0
B R I S T O L  B A Y $ 4 0 , 0 0 0 $ 9 0 , 0 0 0 $ 2 , 5 0 0

$4
$0

C O R D O V A $ 5 0 1 , 1 9 5 $ 3 0 , 0 0 0 $ 2 1 , 4 1 0 ,500
C R A I G $0 $ 2 0 , 0 0 0 $ 5 , 7 6 7 $ 3 6 ,997
D I L L I N G H A M $ 3 0 , 0 0 0 $ 1 0 0 , 0 0 0 $ 1 0 , 0 0 0 $0

- ^ F A I R B A N K S $ 2 1 , 0 0 0 , 0 0 0 $0 $ 1 5 0 , 0 0 0 $0
F A I R B A N K S  O N - B A S E $o- $0 $0 $0
G A L E N A $ 2 , 7 0 0 $ 2 5 , 0 3 3 $ 5 3 , 5 1 8 $0

•tf-HAINES $ 2 9 7 , 5 3 2 $0 $ 5 0 0 , 0 0 0
$ 1 0

$0
H O O K A H $0 $ 2 5 , 0 0 0 $.10,000 ,000
H Y D A B U R G $0 $ 1 , 1 0 0 $ 1 , 0 0 0 $4 , 100
J U N E A U $ 7 , 3 5 0 , 0 0 0 $0 $ 2 0 , 0 0 0 $0
K A K E $ 3 0 , 0 0 0 $ 1 0 , 0 0 0 $0

, 1 3 6
$0

K E N A I $ 1 3 , 1 7 7 , 2 5 1 $0 $ 1 , 0 0 0  $4 ,885
K E T C H I K A N $ 4 , 2 4 7 , 7 8 3 $0 $ 3 0 , 0 0 0 $0

K I N G  C O V E $ 1 0 , 0 0 0 $ 3 7 , 5 0 0 $ 5 , 6 0 0 $0
K L A W O C K $0 $ 3 0 , 0 0 0 $ 2 0 , 0 0 0 $0

■tfKODIAK $ 2 , 1 1 0 , 7 4 9 $0 $ 1 0 , 7 0 0 $0
^ M A T - S U $ 1 4 , 0 8 1 , 7 2 6 $0 $ 1 8 , 0 0 0 $0

N E N A N A $ 3 0 , 0 0 0 $ 4 0 , 0 0 0 $ 8 8 1 , 6 0 0 $0
N O M E $ 2 2 8 , 5 5 5 $ 9 6 , 0 0 0 $ 2 1 1 , 5 0 0 vO

* N O R T H  S L O P E $ 1 3 , 6 5 0 , 0 0 0 $0 $0 $0
P E L I C A N $ 1 4 , 0 0 0 $ 5 , 0 0 0 $0 $0
P E T E R S B U R G $ 6 2 6 , 8 3 7 $ 2 0 , 0 0 0 $0

$8
$0

•*SAND P O I N T $ 2 0 , 0 0 0 $0 $0 ,000
S I T K A $ 2 ,9 7 8 . 3 7 9 $ 8 0 , 0 0 0 $0 $0
S K A G W A Y $ 2 7 , 8 0 0 $ 8 , 0 0 0 $0 $0
ST. M A R Y ' S $0 $ 3 0 , 0 0 0 $0 $0
T A N A N A $0 $ 3 6 , 0 0 0 $ 5 0 0 $2 ,000
U N A L A S K A $0 $ 1 2 , 0 0 0 $ 1 6 , 0 0 0 $0
V A L D E Z $ 3 , 1 8 8 , 3 9 0 $ 7 0 , 0 0 0 $ 7 ,5 8 0 $0
W R A N G E L L $ 3 9 0 , 0 0 0 $ 1 1 , 2 5 6 $0 $0
Y A K U T A T $ 3 0 , 0 0 0 $ 1 1 , 0 0 0 $ 3 , 0 0 0 $0

$ 1 4 1 , 9 6 5 , 0 0 0  
$ 2 , 2 7 7 , 2 2 5  
$ 1 , 9 0 7 , 4 0 0  
$ 1 , 1 0 6 , 1 7 1  
$3,85.1 , 5 4 0  

$ 5 4 , 1 3 5 , 3 3 5  $0
$ 1 , 5 1 7 , 6 7 0  
$ 2 , 4 5 4 , 8 2 8  
$ 1 , 3 6 9 , 8 3 0  

$ 9 3 3 , 9 4 0  
$ 1 7 , 9 7 0 , 0 0 0  
$ 1 , 5 2 8 , 7 7 9  

$ 3 3 , 9 6 4 , 9 4 4  
$ 0 , 8 9 2 , 2 4 4  
$ 1 , 0 5 4 , 2 7 6  
$ 1 , 1 0 2 , 1 7 1  

$ 1 2 , 8 1 7 , 8 8 4  
$ 3 3 , 9 1 2 , 6 0 8  
$ 1 , 1 5 7 , 2 8 0  
$ 5 , 9 5 4 , 7 3 9  

$ 1 0 , 3 0 0 , 0 0 0  
$ 6 1 4 , 4 6 0  

$ 2 , 5 3 0 , 8 1 1  
$ 9 5 1 , 8 4 7  

$ 6 , 1 2 4 , 2 3 3  
$ 7 5 2 , 2 5 5  

$ 1 , 7 0 9 , 8 4 0  
$ 1 , 0 2 8 , 2 3 0  
$ 1 , 2 6 1 , 1 6 8  
$ 3 , 9 0 1 , 6 0 0  
$ 2 - 2 1 1 , 7 5 0  
$ 1 , 2 0 1 , 3 8 1

T O T A L S $ 1 4 4 , 8 0 8 , 4 0 5 $ 2 , 7 3 7 , 8 8 9 $ 2 , 4 5 9 , 6 7 5 $ 4 , 2 0 2 , 4 8 2 $ 3 6 2 , 7 8 1 , 4 3 9 $ 2 1 , 3 1 8 , 9 3 6 $ 1 0 , 2 2 7 , 0 0 7

G R A N D  T O T A L S $ 1 4 4 , 8 0 8 , 4 8 5 $ 6 , 3 7 6 , 0 5 2 $ 3 , 6 8 4 , 4 6 2 $ 4 , 2 0 2 , 4 8 2 $ 5 0 2 , 8 0 6 , 1 4 5 $ 2 3 , 3 9 6 , 4 8 7 $ 1 0 , 2 2 7 , 8 0 7
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BILL SHEFFIELD, GOVERNOR
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PHONE: (907) 563-1073

April 10, 1986

POSITION  PAPER

RE: HB 459

SPONSOR: Repre s e n t a t i v e  Martin

Program Effects of Bill

This measure requires that interest earned on State grants to 
munici p a l i t i e s  and other recipients be retained by the 
recipient for purposes of the grant or be returned to the State 
general fund.

Comments

This bill would have little, if any, effect on grants 
adminis tered by this D epartment under AS 37.05.315-37.05.317. 
The D epartment has estab l i s h e d  a p o l i c y  to base the release of 
funds on the d e mo nstrable intent for the e x penditu re of funds 
within 120 days. There is no automatic release of 20% of grant 
funds or any other a r b i trar y level.

Grants administered by this Depar tment p r i m a r i l y  go to 
unincorporated  communities. The relatively small size of our 
grants compared to m u l t i - m i l l i o n  dollar awards to large 
municipaliti es do not lend themselves to vast interest 
earnings, thus our experience  with the p r o b l e m  this bill is 
designed to address is quite limited.

The Department does not object to the passag e of this bill 
given the existing p o l i c y  in place for the release of grant 
f u n d s .

21-P1LH
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ELECTIVE DISTRICT 13
MOUNTAIN VIEW 
RUSSIAN JACK SPRINGS 
NUNAKA VALLEY 
ELMENDORF A FB 
CREEKSICli 
I AST ANCHORAGE

Alaska House o f Representatives

HOME
3960 REKA DRIVE (36 
ANCHORAGE. AK 99508 
PHONE 333-6990

DURING SESS ON 
POUCH V
STATE CAPITOL BUILDING 
JUNEAU. AK 998 l i  
PHONE 465-3783

MEMORANDUM
To: Rep re sen ta t iv e  Peter  Go l l ,  Chairman

House Community and Regional A f f a i r s  Committee
From: Rep re sen ta t iv e  T e r r y  Martin
Date : Apr i l  10, 1986
Re: HB 459

An Act re la t ing to in te r e s t  ea rned  on g ra n t  money

For  y e a r s ,  o u r  leg is la t ive  aud i to r s  have been u rg ing  the leg is la tu re  to c l a r i f y  
whethe r  a g ran tee  is en t i t led  to in te re s t  income resu l t ing  f rom investment o f  
state g r a n t s .  ( I  have attached the re le van t  po r t ions  o f  f o u r  d i f f e r e n t  audits 
as e x am p le s . )  T h e re  is no quest ion tha t  g ran tees  can gain s igni f icant 
amounts o f  u n re s t r i c t ed  re venue  th r o u g h  investment o f  g r a n t s .  In a 
Legis la t ive Audit  rev iew o f  the 1981 Municipal Aide app rop r i a t i o n s ,  it was 
pointed ou t  chat " . . . a s  o f  December 31 ,  1984,  Anchorage had acc rued in te res t  
ea rn ings  on Municipal Aid funds  to ta l l y  approx imate ly  $ 1 5 , 6 5 0 , 0 0 0 . . . "
Municipali t ies and o th e r  g ra n te e s  ins is t  tha t  they  have a r igh t  to do whatever  
they  l ike with in te re s t  income, since the re  is no law re s t r i c t ing  its use .  The 
state a t t o rn ey  g en e r a l ,  h oweve r ,  f o und ,  in a Memorandum o f  Advice dated 
March 18,  1985 (copy  a t t a c h e d ) ,  tha t  " . . . U s e  o f  pub lic  g r a n t  money fo r  
investment capital const i tu tes  a d ive r s ion  f rom the purpose ass igned by the 
l e g i s l a t u r e . . . "  and tha t  " . . . U s e  o f  the money to gene ra te  f u r t h e r  revenue  f o r  
the g r a n t  rec ip ien t ,  absen t  speci f ic  s ta tu t o r y  a u th o r i t y ,  would be an unau th ­
o r i sed  use o f  pub lic  money . "
In the s, ' 'e in , it is also po in ted ou t  in the Memorandum tha t  " . . . t h e
fede ra l  cc Her gene ra l  has con s i s ten t ly  held tha t  in te res t  ea rned  by a
g ran tee  on money advanced by  the  United Sta tes u nde r  a g r a n t  agreement 
be longs to the United Sta tes r a th e r  than to the g r a n t e e . "
It is incumbent upon the Leg is la tu re  to make c lea r  how we intend in te res t  
income to be used .  HB 459 spec i f ies tha t  such income be used toward the

REP. TERRY MARTIN



pro jec t  f o r  which the g r a n t  was made, o r  r e tu rn ed  to the state gene ra l  fund .  
The bil l  makes c lear  o u r  intent that  g ra n t  funds  a re  not p rov ided  so that  the 
g ran tee  can fund act iv it ies which have not been spec i f ica l ly  app roved  and 
funded  by  the le g i s l a tu re ;  n o r  can f u n d s ,  inc luding in te res t  income, be 
comingled without p r i o r  leg is la t ive  a pp ro va l .
The bil l  does encou rage wise investment pract ices as a means o f  in f la t ion -  
p roo f ing  a g ra n t  o r  as a means o f  a l lev iat ing cost o v e r r u n s .  It promotes 
f iscal r e spons ib i l i t y  and re ta ins  leg is la t ive o v e r s ig h t .
Th is  bi l l  will help p ro tec t  the in teg r i t y  o f  the legis la t ive app rop r ia t ion  
p rocess .  Y ou r  s t rong  su p p o r t  and swi ft  passage o f  HB 459 will c l a r i f y  and 
s t reng then  o u r  state g r a n t  p rog ram s .
j f h
at tachments
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T h e  JBESIPN A L  A F F A I R S C o n m i i t t e e  h a s  c o n s i d e r e d  h b  4 5 9
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Introduced: 1/13/86
Referred: Community & Regional
Affairs and Finance

IN THE H OUSE BY MA R T I N

H O U S E  BILL NO. 459 

IN THE L E G I S L A T U R E  OF THE STATE OF AL A S K A  

F O URTEENTH L E G I S L AT U R E  - SECOND SESSION 

A  BILL

For an Act entitled: "An Act relat i n g  to interest earned on grant money;

and p r o v i d i n g  for an effective date."

BE IT ENACTED BY THE LE G IS L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 37.05 is amended by adding a n e w  section to read;

Sec. 37.05.323. INTEREST EARNED ON GRANT MONEY. Interest earned

. _ . n  *  
on money appropriated or a l located as a grant to aa— agency^, m u m c i p a l -

i t y ^ o r  other i~ ;ipient shall be, at the option of the recipient,

(1) retained by the recipient and used for purposes for 

w h i c h  the grant money m a y be used; or

(2) delivered by the recipient to the state for deposit in 

the general fund.

* Sec. 2. AS 37.05.325 is amended to read:

Sec. 37.05.325. D EFINITIONS FOR AS 37.05.315 - 37.05.323

[AS 37.05.315 - 37.05.317]. In AS 37.05.315 - 37.05.323 [AS 37.05.-

315 - 37.05.317], "allocation" and "appropriation" have the meanings 

given in AS 3 7 . 0 7 . 1 2 0(2) and (3).

* Sec. 3. This Act takes effect July 1, 1986.
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Origi n a l  sponsor: M a r t i n

Cook
4/22/86

BY THE C O M M U N I T Y  A N D  
IN THE H O U S E  R E G I O N A L  A F F A I R S  C O M M ITTE E

CS F O R  H O U S E  BILL NO. 459 (C&RA)

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A

F O U R T E E N T H  L E G I S L A T U R E  - SECOND SESSI ON

A  BILL

For an Act entitled: "An A c t  r e l a t i n g  to interest e a r ned on g r a n t  m o n e y  by

munici p a l i t i e s ;  and p r o v i d i n g  for an e f f e c t i v e  date." 

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* S e ction  1. AS 37.05.315 is a m e n d e d  b y  adding a n e w  s u b s e c t i o n  to 

read:

(e) Interest e arned on m o n e y  a p p r o p r i a t e d  or a l l o c a t e d  as a 

grant to a m u n i c i p a l i t y . that has been d i s b u r s e d  to the m u n i c i p a l i t y  

shall be, at the op tion of the rauniei^-Lity,

(1) r e t a i n e d  by the mu-Mre-^paii-ty and u s e d  for p u r p o s e s  for 

w h i c h  the grant m o n e y  m a y  be used; or <•

(2) d e l i v e r e d  by the. nulni^ip^l-Lt-y to the state for deposit 

in the general fund.

* Sec. 2. This A ct takes effect J u l y  1, 1986.

-1- CSHB 459(C&RA)
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W O R K  D R AFT WORK DRAFT WORK DRAFT

Cook
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O r i g i n a l  sponsor: M a r t i n

BY THE C O M M U N I T Y  A N D  
IN THE H O U S E  R E G I O N A L  A F F A I R S  C O M M I T T E E

CS F O R  HOUSE B I L L  NO. 459 (C&RA)

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A

F O U R T E E N T H  L E G I S L A T U R E  - SECOND SESSION

A  B I L L

For an A c t  entitled: "An Act r e l a t i n g  to interest e arned on grant m o n e y  by

m u n i c ipal ities; and p r o v i d i n g  for an e f f e c t i v e  date." 

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 37.05.315 is a m e n d e d  by adding a n e w  s u b s e c t i o n  to 

read:

(e) Interest earned on m o n e y  a p p r o p r i a t e d  or a l l o c a t e d  as a
a r  Afi-CLjpie,̂  T*

grant to a m u n i c i p a l i t y  that has b e e n  d i s b ursed to the m u n i c i p a l i t y

^  ^\yaA ^  (jfi
shall be, at the option of the m u n i c i p a l i t y,

~ i
(1) r e t ained b y  t h e - m u n i c i p a l i t y  and u s e d  for p u r p o s e s  for 

w h i c h  the grant m o n e y  m a y  be used; or ^__

(2) d e l i ve red by the imMHreiprati-ty to the state for deposit 

in the g e nera l fund.

* Sec. 2. This Act takes effect J u l y  1, 1986.

-1- CSHB 4 5 9 (C&RA)



W O R K  DRAFT W O R K  DR AFT W O R K  D R A F T  

Cook
4 / 2 1 / 8 6  /

Origina l sponsor: M a r t i n

1

2

3

4

5 

6 

7

S.

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

BY THE C O M M U N I T Y  A N D
IN THE HOUSE R E G I O N A L  A F FAIRS C O M M I T T E E

CS FO R H OUSE BILL NO. 459 (C&RA)

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A

F O U R T E E N T H  L E G I S L A T U R E  - S ECOND  SESSION

A  BILL

For an Act entitled: "An Act r e l a t i n g  to interest e arned on grant money;

and p r o v i d i n g  for an e f f e c t i v e  date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* S e ct ion 1. AS 37.05 is a m ended by adding a n e w  section to read;

Sec. 37.05.323. I NTEREST E A R N E D  ON G R A N T  MONEY. Interest earned

on m o n e y  a p p r o p r i a t e d  or a l l o c a t e d  as a grant to an agency, m u n i c i p a l­

ity, or other r e c i pi ent H p a f  h a s  h p p n  d isbursed to the r e c i p i e n t shall 

be, at the o p tion of the recipient,

(1) r e t a i n e d  by the r e c i p i e n t  and used for p u r p o s e s  for 

w h i c h  the grant m o n e y  may be used; or

(2) deliver ed by the r e c i p i e n t  to the state for deposit in 

the general fund.

* Sec. 2. AS 37.05.325 is a m ended  to read:

Sec. 37.05.325. D E F I N I T I O N S  F O R  AS 37.05.315 - 3 7.05.323

[AS 37.03.315 - 37.05.317]. In AS 3 7 , 05.315 - 37.05.323 [AS 37.05.- 

315 - 37.05.317], " a llocati on" and " a p p r o p r i a t i o n "  have the m e a n i n g s  

g iven in AS 37.07.120(2) and (3).

* Sec. 3. This A c t  takes effect July 1, 1986.

-1- CSHB 4 5 9 (C&RA)
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CSHB 476: "An Act relating to automobile insurance premiums."

The department is in favor of this legislation. This proposal is intended 
to correct a deficiency in Ch 62 SLA 1984. The sponsor of that bill was 
attempting to provide an appeal mechanism for persons aggrieved by auto­
mobile insurance rate increases resulting from surcharges for an accident 

or violation appearing on that person's driving record, and which is 
alleged to be inappropriate.

Alaska Statute 21.36.420(d) was structured to require a notice of all 
premium increases by an insurer. The notice gives a reason for the 
increase and the right to an appeal under AS 21.39.090. It is not clear 
whether a notice of reason and notice of right to appeal is required on 
increases resulting from other than a change in the individual driving 

record. Such increases are subject to rate review and approval by the 
State before use and we believe that a right to appeal on top of the 
review process would be unduly wasteful of state resources.

This bill would clarify the requirement for notice by specifying the cir­

cumstances in which the notice is necessary and the scope of notice 
required. It does provide recourse for surcharges or increases that are 
not appropriate because a person was not convicted of a violation or at 
fault in an accident. We do not object to the notice of premium increase 
on approved rate filings because it is a fair thing to do. It does gener­
ate additional cost for the insurer which will ultimately be passed along 
to the consumer. It is, however, a reasonable and fair requirement.

^  'm a
Lbf£n H. Lounsbury, 
Department of Commerce & 

Development

Commissi 

Eco

oner 

conomic

1 t 0 2 5 2 K



HB 476: "An Act relating to automobile insurance premiums."

The Department is in favor of this legislation. This proposal is 
intended to correct a deficiency in Ch 62 SLA 1984. The sponsor of 

that bill was attempting to provide an appeal mechanism for persons 
aggrieved by automobile insurance rate increases resulting from 
surcharges for an accident or violation appearing on that person's 
driving record, and which is alleged to be inappropriate.

AS 21.36.420(d) was structured to require a notice of all premium 
increases by an insurer, It is not clear whether a notice is 

required on increases resulting from other than a change in the 
individual driving record. Such increases are subject to rate 
review and approval by the State before use.

This bill would clarify the requirement for notice by specifying the 

circumstances in which the notice is necessary. It does provide 
recourse for surcharges or increases that are not appropriate 
because a person was not convicted of a violation or at fault in an 

accident.

Loren H. Lounsbury, Commissioner 
Department of Commerce & Economic 

Development

Date: __________________

John L. Ge<±g^, Director of Insurance 

Dat^: 3 / W  S i ________________________



C h a i r m a n  o f  C o m m u n i t y  a n d  R e g i o n a l  Affair*, C o m m i t t e e

I a m  w r i  n g  t h i s  m e m o r a n d u m  o n  b e h a l f  o f  S t a t e  Foi.m

I n s u r a n c e  C o m p a n y  a n d  A l l s t a t e  I n s u r a n c e  C o m p a n y  r e g a r d i n g  A . S .  

2 1 . 3 6 . 4 2 0 ,  w h i c h  w a s  a d d e d  b y  t h e  l e g i s l a t u r e  i n  1 9 8 4  v i a  H B  

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

i n s u r a n c e  p o l i c i e s  a n d  p r o v i d e s  as f o l l o w s :

(a) A n  i n s u r e r  m a y  n o t  i n c r e a s e  t h e  p r e m i u m  
o n  a n  a u t o m o b i l e  p o l i c y  u n l e s s  t h e  i n c r e a s e  
a p p l i e s  t o  a l l  i n s u r e r s  o f  t h e  s a m e  c l a s s .

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

r e s i d e s  i n  t h e  i n s u r e d ' s  h o u s e h o l d  a n d  is 
c o v e r e d  b y  t h e  p o l i c y  h a s  b e e n  c o n v i c t e d  o f  
t h e  v i o l a t i o n .

(c) T h e  d i r e c t o r  s h a l l  a d o p t  r e g u l a t i o n s  to 
d e t e r m i n e  c i r c u m s t a n c e s  u n d e r  w h i c h  a n  
i n s u r e r  m a y  i n c r e a s e  t h e  p r e m i u m  o r  a d d  a 
s u r c h a r g e  to a n  a u t o m o b i l e  i n s u r a n c e  p o l i c y .

(d) A n  i n s u r e r  t h a t  i n c r e a s e s  t h e  p r e m i u m  
o r  a d d s  a s u r c h a r g e  t o  a n  a u t o m o b i l e
i n s u r a n c e  p o l i c y  s h a l l  g i v e  w r i t t e n  n o t i c e
o f  t h e  i n c r e a s e  o r  s u r c h a r g e  at l e a s t  
f i f t e e n  (15) d a y s  b e f o r e  it t a k e s  a f f e c t ,  
s t a t i n g  t h e  r e a s o n  f o r  t h e  c h a n g e  a n d  t h e  
r i g h t  o f  a p p e a l  u n d e r  A . S .  2 1 . 3 9 . 0 9 0 .

A . S .  2 1 . 3 6 . 4 2 ( a ) - ( d ) . T h e  d i f f i c u l t y  p r e s e n t e d  b y  t h i s  

l e g i s l a t i o n  is t h e  a m b i g u i t y  i n  s u b s e c t i o n  ( d ) . If s u b s e c t i o n  

(d) is r e a d  l i t e r a l l y ,  it c o u l d  b e  i n t e r p r e t e d  to r e q u i r e  an 

i n s u r e r  t o  s e n d  a n  i n s u r e d  a s t a t e m e n t  o f  r e a s o n s  f o r  a c h a n g e

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

u n d e r  A . S .  2 1 . 3 9 . 0 9 0  e v e r y  t i m e  a p r e m i u m  is i n c r e a s e d ,  

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

M E M O R A N D U M  - P a g e  1

F R O M M i c h a e l  L. L e s s m e i e r

R E H B  4 7 6

D A T E :  M a r c h  3, 1 9 8 6

' ' .V. : ’ ■ ■  _____■■■■■KjnBHaHai



S u c h  a n  i n t e r p r e t a t i o n  w o u l d  r e q u i r e  a n  i n s u r e r  t o  s e n d  a 

s t a t e m e n t  o f  r e a s o n s  f o r  t h e  c h a n g e  a n d  a n o t i c e  o f  r i g h t  to 

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

D i v i s i o n  o f  I n s u r a n c e ,  o r  w h e n e v e r  a n  i n s u r e d  a d d s  c a r s ,  

i n c r e a s e s  c o v e r a g e ,  o r  a d d s  a d r i v e r .  W e  d o  n o t  b e l i e v e  t h i s  

is w h a t  t h e  l e g i s l a t u r e  i n t e n d e d  w h e n  e n a c t i n g  t h i s  s t a t u t e .

T h e  l e g i s l a t i v e  h i s t o r y  w e  h a v e  b e e n  a b l e  t o  o b t a i n  

i n d i c a t e s  t h e  f o c u s  o f  t h e  o r i g i n a l  b i l l  w a s  w h e r e  a n  i n s u r e r  

i n c r e a s e d  t h e  p r e m i u m  o f  a n  i n s u r e d  b e c a u s e  t h e  i n s u r e d  w a s  

e i t h e r  i n v o l v e d  i n  a n  at f a u l t  a c c i d e n t  o r  b e c a u s e  of a 

c i t a t i o n  f o r  a m o v i n g  v i o l a t i o n .  W e  f o u n d  n o t h i n g  t o  i n d i c a t e  

t h e  l e g i s l a t i v e  i n t e n t  w a s  to c r e a c e  a b l a n k e t  r e q u i r e m e n t  o f  

n o t i c e  a n d  right, t o  a p p e a l  a n y  t i m e  a n  i n s u r a n c e  p r e m i u m  is 

i n c r e a s e d .  S u c h  a r e q u i r e m e n t  w o u l d  h a v e  a s i g n i f i c a n t  

p r a c t i c a l  e f f e c t  o n  o u r  a b i l i t y  t o  p r o v i d e  t h e  k i n d  o f  s e r v i c e  

w e  s e e k  to p r o v i d e .  F o r  e x a m p l e ,  if s u b s e c t i o n  (d) w e r e  

i n t e r p r e t e d  to r e q u i r e  w r i t t e n  n o t i c e  o f  t h e  i n c r e a s e  at l e a s t  

f i f t e e n  (15) d a y s  b e f o r e  it t a k e s  e f f e c t ,  s t a t i n g  t h e  r e a s o n  

f o r  t h e  c h a n g e  a n d  t h e  r i g h t  o f  a p p e a l ,  w e  w o u l d  b e  u n a b l e  to 

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

t o  a d d  a n e w  d r i v e r ,  i n c r e a s e  t h e i r  p r e s e n t  c o v e r a g e ,  o r  

p u r c h a s e  a n e w  c a r .  If w e  w e r e  t o  f o l l o w  t h e  l i t e r a l  

i n t e r p r e t a t i o n  o f  t h e  p r e s e n t  s t a t u t e ,  w e  w o u l d  n o t  b e  a b l e  to 

a c c e p t  c o v e r a g e  i n  e i t h e r  i n s t a n c e  u n t i l  at l e a s t  f i f t e e n  (15) 

d a y s  a f t e r  t h e  r e q u e s t  i n  o r d e r  to a s s u r e  o u r  i n j u r e d  w a s  

i n f o r m e d  o f  h i s  o r  h e r  p r o p e r  s t a t u t o r y  r i g h t s .

A n o t h e r  i n s t a n j e  in w h i c h  d i f f i c u l t i e s  a r e  c r e a t e d  is 

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

D i v i s i o n  of I n s u r a n c e .  I n  s u c h  a c a s e ,  it w o u l d  b e  i l l e g a l  

f o r  u s  to c h a r g e  o u r  i n s u r e d  a n y t h i n g  b u t  t h e  f i l e d  a n d  

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

i n s u r e d  h a s  a r i g h t  to a p p e a l  a g e n e r a l  r a t e  i n c r e a s e  is

M E M O R A N D U M  - P a g e  2
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m i s l e a d i n g  a n d  c o u l d  p o t e n t i a l l y  g e n e r a t e  w a s t e f u l  l i t i g a t i o n  

a n d / o r  a d m i n i s t r a t i v e  h e a r i n g s .

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

t h i s  p r o b l e m  w i t h  R e p r e s e n t a t i v e  M i l l e r ,  a n d  H B  4 7 6  w a s  

i n t r o d u c e d .  A f t e r  d i s c u s s i n g  t h i s  w i t h  y o u  a n d  y o u r  s t a f f ,  w e  

h a v e  p r e p a r e d  a C o m m i t t e e  S u b s t i t u t e  f o r  H B  4 7 6  w h i c h  in 

e f f e c t  r e q u i r e s  a n  i n s u r e r  to g i v e  w r i t t e n  n o t i c e  o f  a p r e m i u m  

i n c r e a s e  at l e a s t  (15) d a y s  b e f o r e  t h e  i n c r e a s e  t a k e s  e f f e c t  

i n  a l l  s i t u a t i o n s  e x c e p t  w h e r e  o u r  i n s u r e d  i n i t i a t e s  t h e  

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

i n s u r e d ' s  r i g h t  o f  a p p e a l  is r e q u i r e d  in a l l  s i t u a t i o n s  e x c e p t  

w h e n  a r a t e  i n c r e a s e  is a p p r o v e d  b y  t h e  D i v i s i o n  of I n s u r a n c e  

o r  w h e r e  t h e  i n c r e a s e  r e s u l t s  f r o m  a c h a n g e  r e q u e s t e d  by an 

i n s u r e d .

W e  a r e  o n l y  a w a r e  of t w o  s i t u a t i o n s  i n  w h i c h  an 

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

d r i v i n g  e x p e r i e n c e  o f  t h e  i n s u r e d ,  i . e . ,  w h e r e  t h e  i n c r e a s e  is 

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

v i o l a t i o n .  H o w e v e r ,  t h o  C o m m i t t e e  S u b s t i t u t e  f o r  JIB 4 7 6  w o u l d  

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

j u s t  t h e s e  t w o  s i t u a t i o n s ,  b u t  a n y  i n c r e a s e  e x c e p t  a w  i n c r e a s e  

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

i n c r e a s e  a p p r o v e d  b y  t h e  D i v i s i o n  o f  I n s u r a n c e .  W e  b e l i e v e  

c h i s  C o m m i t t e e  S u b s t i t u t e  w i l l  r e s o l v e  t h e  a m b i g u i t y  t h a t  

p r e s e n t l y  e x i s t s  i n  A . S .  2 1 . 3 6 . 4 2 0 ( d )  w i t h o u t  i n  a n y  w a y  

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

W e  u r g e  i t s  p r o m p t  p a s s a g e .

M L L / m f
0 4 2 6 M



C S  F O R  HOU, B I L L  N O .  4 7 6  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  a n  Ac*: e n t i t l e d ;  " A n  A c t  r e l a t i n g  to a u t o m o b i l e  i n s u r a n c e  

p r e m i u m s ."

B E  J T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

S e c t i o n  1. A S  2 1 . 3 6 . 4 2 0 ( d )  is a m e n d e d  t o  r e a d :

(d) A n  i n s u r e r  t h a t  i n c r e a s e s  t h e  p r e m i u m  o r  a d d s  a 

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

n o t i c e  o f  t h e  i n c r e a s e  o r  s u r c h a r g e  at l e a s t  f i f t e e n  d a y s  

b e f o r e  i t  t a k e s  e f f e c t ,  s t a t i n g  t h e  r e a s o n  f o r  t h e  c h a n g e  and 

t h e  r i g h t  o f  a p p e a l  u n d e r  A S  2 1 . 3 9 . 0 9 0 .  T h i s  s u b s e c t i o n  s h a l l  

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

r e q u e s t e d  b y  a n  i n s u r e d  o r  to r a t e  i n c r e a s e s  a p p r o v e d  b y  t h e  

D i v i s i o n  o f  I n s u r a n c e  if w r i t t e n  n o t i c e  o f  t h e  r a t e  i n c r e a s e  

is g i v e n  at l e a s t  f i f t e e n  d a y s  b e f o r e  it t a k e s  e f f e c t .
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Original sponsor: M.M.Miller by request

BY THE COMMUNITY AND 
IN THE HOUSE REGIONAL AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO, 476 (C&RA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to automobile insurance premiums."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF A L A S K A :

* Section 1. AS 21.36.420(d) is amended to read:

(d) An insurer that increases the premium or adds a surcharge to 

an automobile insurance policy shall give written notice of the in­

crease or surcharge at least 15 days before it takes effect, stating

the reason for the change and the right of appeal under AS 21.39.090.

T h is subsection dc^s not apply to a premium increase resul.ing from an

-JL(U tTT-f/O-'Z-O
automobile insurance policy change requested by -an insured, or to a

K.C.A ..C-J -7 2  > U L L  r  \7*- ^  —  7 ^ - ,

r; te increase approved by the director if the insurer gives written
. 1 ,  (. /v P- • -.0 . , 5 ( 1  lo S« C 7 ■K'X -yv <

notice of the rate increase to the insured at least 15 cays before the 

rate increase takes effect.

- 1 - CSHB 4 7 6 (C&RA)
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CSHB 476: "An Act relating to automobile insurance premiums."

The department is in favor of this legislation. This proposal is intended 
to correct a deficiency in Ch 62 SLA 1984. The sponsor of that bill was 
attempting to provide an appeal mechanism for persons aggrieved by auto­
mobile insurance rate increases resulting from surcharges for an accident 

or violation appearing on that person's driving record, and which is 
alleged to be inappropriate.

Alaska Statute 21.36.420(d) was structured to require a notice of all 
premium increases by an insurer. The notice gives a reason for the 
increase and the right to an appeal under AS 21.39.090. It is not clear 
whether a notice of reason and notice of right to appeal is required on 
increases resulting from other than a change in the individual driving 
record. Such increases are subject to rate review and approval by the 
State b e ^ r e  use and we believe that a right to appeal on top of the 
review process would be unduly wasteful of state resources.

This bill would clarify the requirement for notice by specifying the cir­

cumstances in which the notice is necessary and the scope of notice 
required. It does provide recourse for surcharges or increases that are 
not appropriate because a person was not convicted of a violation or at 
fault in an accident. We do not object to the notice of premium increase 
on approved rate filings because it is a fair thing to do. It does gener­
ate additional cost for the insurer which will ultimately be passed along 
to the consumer. It is, however, a reasonable and fair requirement.

Lounsbury, Commissioner 
Department of Commerce & Economic 

Development

of Insurance

1t0252K
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HB 476: "An Act relating to automobile insurance premiums."

The Department is in favor of this legislation. This proposal is 
intended to correct a deficiency in Ch 62 SLA 1984. The sponsor of 
that bill was attempting to provide an appeal mechanism for persons 
aggrieved by automobile insurance rate increases resulting from 
surcharges for an accident or violation appearing on that person's 
driving record, and which is alleged to be inappropriate.

AS 21.36.420(d) was structured to require a notice of all premium 
increases by an insurer. It is not clear whether a notice is 

required on increases resulting from other than a change in the 
individual driving record. Such increases are subject to rate 
review and approval by the State before use.

This bill would clarify the requirement for notice by specifying the 
circumstances in which the notice is necessary. It does provide 
recourse for surcharges or increases that are riot appropriate 
because a person was not convicted of a violation or at fault in an 
accident.

Lorbn H. Lounsbury, Commissioner ' 
Department of Commerce i. Economic, 

Development

Date: 3 / ^ / t f C

'J W . f 'V
Jo.in L. Geobre, Director of Insurance

3 / 3 / e c -Dat$:
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R e p r e s e n t a t i v e  P e t e r  G o l l  
C h a i r m a n  o f  C o m m u n i t y  a n d  
R e g i o n a l  A f f a i r s  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  Y  (MS 3 1 0 0 )
J u n e a u ,  A l a s k a  9 9 8 1 1

Re: H B  4 7 6

D e a r  R e p r e s e n t a t i v e  G o l l :

P u r s u a n t  t o  M i c h a e l  L e s s m e i e r ' s  i n s t r u c t i o n s ,  e n c l o s e d  
h e r e w i t h  p l e a s e  f i n d  a m e m o r a n d u m  r e g a r d i n g  H B  4 7 6 ,  as w e l l  as 
e i g h t  a d d i t i o n a l  c o p i e s .

Y o u r s  t r u l y

H U G H E S  T H O R S N E S S  G A N T Z

F o r  M i c h a e l  L e s s m e i e r

E n e l .
/ m f
0 4 2 7 M
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I n t r o d u c e d :  1/15/86
R e f e r r e d :  C o m m u n i t y  & R e g i o n a l
A f f a i r s  a nd J u d i c i a r y

BY  M . M . M I L L E R
IN T H E  H O U S E  BY  R E Q U E S T

H O U S E  B I L L  NO. 476 

IN  T HE L E G I S L A T U R E  OF T H E  S T A T E  OF  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B I L L

F o r  an Act e n t i t l e d :  " A n  A ct r e l a t i n g  to a u t o m o b i l e  i n s u r a n c e  p r e m i u m s . "

B E  IT E N A C T E D  BY  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. A S  2 1 . 3 6 . 4 2 0 ( d )  is a m e n d e d  to read:

fd) A n  i n s u r e r  that i n c r e a s e s  the p r e m i u m  or a dds a s u r c h a r g e  to 

an  a u t o m o b i l e  i n s u r a n c e  p o l i c y  u n d e r  (b) of  this s e c t i o n  o r  b e c a u s e  c f 

a n  a c c i d e n t  in  w h i c h  the i n s u r e d  or  a p e r S 'm  c o v e r e d  by the p o l i c y  w as

at fault s h all g ive w r i t t e n  n o t i c e  of the i n c r e a s e  c r  s u r c h a r g e  at

least 15 days b e f o r e  it takes e f f ect, s t a t i n g  the r e a s o n  fo r  the

c h a n g e  an d  the right of a p p e a l  u n d e r  A S  21 . 3 9 . 0 9 0 .

- 1 - H B  4 7 6
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[ ] ,new fiscal note

zero fiscal note
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L E T T E R  O F  I N T E N T  
C S H B  4 8 7

I t  i s  t h e  i n t e n t  o f  t h e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  
C o m m i t t e e  t h a t  u s e  o f  t h e  w o r d s  f i s c a l  n o t e  o n  l i n e  13 of 
S e c t i o n  1. A S  2 4 . 0 8 . 0 3 0  (b) w i l l  i n c l u d e  t h e  o p e r a t i n g  
a n d  m a i n t e n a n c e  c o s t  o f  t h e  p r o j e c t  a n d  n o t  b e  l i m i t e d  t o  
t h e  c o s t  o f  o b l i g a t i o n  t o  t h e  S t a t e  c f  A l a s k a .

P e t e r  G o l l  
C h a i r m a n
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D a t e  r e f e r r e d :  1 / 2 0 / 8 6

HOUSE 
COMMITTEE REPORT

F U R T H E R  R E F E R R A L S : F I N A N C E

C O M M U N I T Y  A N D  
T h e  R E G I O N A L  A F F A I R S

D A T ^ .  6 d ,  W i f e ?

C o m m i t t e e  h a s  c o n s i d e r e d H B  487

" A n  A c t  r e l a t i n g  t o  p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s  o f  
c a p i t a l  i m p r o v e m e n t s . "

a n d  r e c o m m e n d s :

[

d o  p a s s  

d o  n o t  p a s s

d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )  

n o  r e c o m m e n d a t i o n

r e p l a c e  w i t h  ________ C _S  Ll&'7

a n d  r e c o m m e n d s S o
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C LASS IF ICAT ION :  00 0 0 0  00 00

PROJECT T IT L E  
OLD RICH HUY SHOULDER S WIDEN

FUNDING 
1 0 0 4  GENERAL FUND

XXXXXX TOTAL COSTS

10 -  DEPARTMENT OF TRANSPORTAT ION/PUBL IC  F A C I L I T I E S  RECORD K EY : 1 0 0 5 0D Q T 0 3
STATE OF ALASKA —  CAPITAL PROJECT DETAIL

1 5 : 0 5

LOCATION C O DE /PR IO R IT Y :

LOCATION 
FAIRBANKS

REQUESTED 
6 2 0 . 0  
6 2 0 . 0

5 2 0 1 0 7 2 5

ELECTION
D IST

18

REV ISED

PROGRAM: HIGHWAYS
AGENCY

P R IO R IT Y
—  PROJECT 
START DURATION

PFT
POS IT IO NS

ITEMS :  00  

BCN
1 0 3 FY87 0 MO S.

OPERATING
COSTS

1 8 . 0
1 8 . 0

ROJECT DESCR IPT ION : APPROPRIATED TO STATE AGENCY
WIDEN AND PAVE SHOULDERS FROM APPROXIMATELY 12 MILE VILLAGE TO FLOOD CONTROL PROJECT .  THE ROAD I S  THE MAIN ROUTE FOR 
REF INERY TRUCKS AND INTERSECTS WITH THE ACCESS TO THE NEW NORTH POLE HIGH SCHOOL. TH IS  PRO JECT IS  SUPPORTED BY THE 
LOCAL GOVERNMENT.
THE C ITY  OF NORTH POLE HAS EXPERIENCED RAP ID  GROWTH AND DEVELOPMENT ON BOTH S ID E S  OF THE OLD RICHARDSON DURING THE PAST 
2 YEARS (NORTH POLE RE INERY EXPANSION,  HEW HIGH SCHOOL, RES IDEHT IAL  DEVELOPMENT, E T C ) .  THE EX IST ING  2 0 '  ROADWAY I S  
INADEQUATE TO HANDLE THE INCREASED COMMUNITY AND TRUCK TRAFF IC .  COMMUNITY AND SAFETY CONCERNS MAKE TH IS  A HIGH LOCAL 
P R IO R I T Y .
THE WIDENED ROADWAY AND FORECASTED TRAFF IC  INCREASES ARE EXPECTED TO INCREASE MAINTENANCE REQUIREMENTS ON' TH IS  SECT ION .
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Original sponsors: Davis, Koponen,
Hurley, et al

IN THE HOUSE

CS For HOUSE BILL NO. 487 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to projected operating and mainte

nance costs of caoical improvements."

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

* Section 1. AS 24.08.030 is amended by adding a new subsection to 

read •

(b) Before an appropriation bill containing an Appropriation for 

a capitol improvement is reported from the committee of first refer­

ral, there shall be attached to the bill a fiscal note containing the 

projected operating and maintenance costs of the proposed capital 

improvement.

* Sec. 2. AS 37.07.030 is amended to read:

See. 37.07,030. RESPONSIBILITIES OF THE LEGISLATURE. The legis­

lature shall

(1) provide for a budget review function;

(2) analyze the comprehensive operating and capital im­

provements programs and financial plans recommended by the governor;

(3) adopt legislation to authorize implementation of the 

governor's comprehensive operating and capital improvements programs 

and financial plans or appropriate alternatives to those plans;

(4) provide for a post-audit function, to cover financial 

transactions, program accomplishment^ and compliance with legislative 

intent;

(5) adopt or revise the estimate or receipts required to 

balance the succeeding fiscal year's budget in order that proposed

-1- CSHB 487( )
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plan, preliminary drawings, and architect's or engineer's total 

cost estimate for the project;

(B) a summary of projects p r e v i o v 1" authorized and

not yet completed;

(C) a summary, listed by agency, of all previously

proposed projects which have been deferred beyond the six years 

covered by the plan and the year in which construction has been 

rescheduled to begin;

(D) a forecast of the debt struqture of the state and

the various debt ratios over the life of the spate's bonds out­

standing, bonds authorized and to be issued, and bond authoriza­

tions recommended in the plan;

(E) a description of additional revenue measures 

needed to finance the plan in lieu of debt;
r

(F) bond election bills to authorize the bonds r e­

quired to fund the projects scheduled for the first three years

of the plan;

(G) projections of population of the state and its

regions and communities;

(H) economic data and projections necessary for the

evaluation of the p l a n , including projected operating and mainte-

••
nance costs of the capital improvements;

i
(A) a summary of state receipts in the last fiscal year, a

\

revised estimate for the current fiscal year, and an estimate for the 

succeeding fiscal year;

(5) a summary of expenditures during the last fiscal year, 

those authorized for the current fiscal year, and an.estimate for the 

succeeding fiscal year;

(6) an}’ additional information which will facilitate

- 3 -  CSHB 4 8 7 (  )
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Original sponsors: Davis, Koponen,
Hurley, et al

IN THE HOUSE

CS For HOUSE BILL NO. 487 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to projected operating and main t e­

nance costs of capital improvements."

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

* Section 1. AS 24.08.030 is amended by adding a new subsection to 

read:

(b) Before an appropriation bill containing an appropriation for 

a capitol improvement is reported from the committee of first refer­

ral, there shall be attached to the bill a fiscal note containing the 

projected operating and maintenance costs of the proposed capital 

improvement.

* Sec. 2. AS 37.07.030 is amended to read:

Sec. 37.07.030. RESPONSIBILITIES OF THE LEGISLATURE. T h . legis­

lature shall

(1) provide for a budget review function;

(2) analyze the comprehensive operating and capital im­

provements programs and financial plans recommended by the governor;

(3) adopt legislation to authorize implementation of the 

governor's comprehensive operating and capital improvements programs 

and financial plans or appropriate alternatives to those plans;

(4) provide for a post-audit function, to cover financial 

transactions, program accomplishment^ and compliance with legislative 

int e n t ;

(5) adopt or revise the estimate or receipts required to 

balance the succeeding fiscal year's budget in order that proposed

-1- CSHB 487( )
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expenditures do not exceed estimated receipts for^that fiscal year;

(.6) adopt, revise, or initiate revenue measures in order to 

balance the succeeding fiscal year's budget and the capital improve­

ments section of the budget for the succeeding six yearsj_

(7) consider the projected operating and maintenance costs

of capital improvements submitted in legislation.

* Sec. 3. AS 37.07.060(b) is amended to read;

(b) The governor shall present the proposed comprehensive 

operating and capital improvements programs and financial plans in a 

message to a joint session of the legislature before the fourth legis­

lative day following t^e convening of the legislature in regular 

session. The message shall be accompanied by an explanatory report 

which summarizes recommended goals, plans, and appropriations. The
i

report shall contain

(1) the coordinated program goals and objectives which the 

governor recommends to guide the decisions on the proposed program 

plans and budget appropriations;

(2) the governor's operating program and budget recommenda­

tions for the succeeding fiscal year organized b*y agency as required

by AS 37.07.020(a);

(3) the governor's capital improvements program and budget 

recommendations for the succeeding fiscal ye^r and capital improve­

ments program for the succeeding six .fiscal years which shall include

(A) a description of each project, its estimated cost

for the year construction is to start and the estimated cost of 

the project adjusted for inflation over the estimated period of 

construction, and the source of financing for the project; the 

project description for a new building or a new facility or for a 

major addition to a building or facility should include a site



plan, preliminary drawings, and architect's or engineer's total 

cost estimate for the project;

(B) a summary of projects previously authorised and

not yet completed;

(C) a summary, listed by agency, of all previously

proposed projects which have been deferred beyond the six years 

covered by the plan and the year in which construction has been 

rescheduled to begin;

(D) a forecast of the debt struqture of the state and

the various debt ratios over the life of the spate's bonds out­

standing, bonds authorized and to be issued, and bond authoriza­

tions recommended in the plan:

(E) a description of additional revenue measures 

needed to finance the plan in lieu of debt;
t

(F) bond election bills to authorize the bonds r e­

quired to fund the projects scheduled for the first three years 

of the plan;

(G) projections of population of the state and its

reg;ions and communities;

(H) economic data and projections necessary for the

evaluation of the plan, including projected operating and mainte­

nance costs of the capital improvements; %

(.4) a summary of state receipts in the last fiscal year, ±

revised estimate for the current fiscal year, and an estimate for the

succeeding fiscal year;

(5) a summary of expenditures during the last fiscal year,

those authorized for the current fiscal year, and an.estimate for the

succeeding fiscal year;

(6) any additional information which will facilitate

-3- CSHB 487( )
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by the legislature and the public.
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R e f e r r e d :  C o m m u n i t y  &  R e g i o n a l  
A f f a i r s  a n d  F i n a n c e

Introduced: 1/20/86

t n  t u p  u n r q p  B Y  D A V I S , K 0 P 0 N E N , H U R L E Y ,iw iHfc iiuubt G0LL ^  i.ja r r o u

H O U S E  B I L L  NO. 4 8 7  

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A M S K A  

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B I L L

F o r  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e­

n a n c e  c o s t s  of  c a p i t a l  i m p r o v e m e n t s . "

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

* S e c t i o n  1. A S  3 7 . 0 7 . 0 3 0  is a m e n d e d  to read:

Sec. 3 7 . 0 7 . 0 3 0 .  R E S P O N S I B I L I T I E S  O F  T H E  L E G I S L A T U R E .  T h e  

l e g i s l a t u r e  s h all

(1) p r o v i d e  for a b u d g e t  r e v i e w  f u n c t i o n ;

(?) a n a l y s e  the c o m p r e h e n s i v e  o p e r a t i n g  a n d  c a p i t a l  i m­

p r o v e m e n t s  p r o g r a m s  a n d  f i n a n c i a l  p l a n s  r e c o m m e n d e d  b y  the g o v e r n o r ^  

a n d  i n c l u d e  in the a n a l y s i s  p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s  

of the c a p i t a l  i m p r o v e m e n t s ;

(3) a d o p t  l e g i s l a t i o n  to a u t h o r i z e  i m p l e m e n t a t i o n  o f  t he 

g o v e r n o r ' s  c o m p r e h e n s i v e  o p e r a t i n g  a n d  c a p i t a l  i m p r o v e m e n t s  p r o g r a m s  

a n d  f i n a n c i a l  p l a n s  or  a p p r o p r i a t e  a l t e r n a t i v e s  to t h o s e  plans;

(4) p r o v i d e  f or a p o s t - a u d i t  f u n c t i o n ,  to c o v e r  f i n a n c i a l  

t r a n s a c t i o n s ,  p r o g r a m  a c c o m p l i s h m e n t ^  a n d  c o m p l i a n c e  w i t h  l e g i s l a t i v  : 

i n t e n t ;

(5) a d o p t  or  r e v i s e  th e  e s t i m a t e  or r e c e i p t s  r e q u i r e d  to 

b a l a n c e  the s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  in o r d e r  t hat p r o p o s e d

e x p e n d i t u r e s  do n o t  e x c e e d  e s t i m a t e d  r e c e i p t s  f or t hat f i s c a l  year;

(6) a d opt, r e v i s e ,  or  i n i t i a t e  r e v e n u e  m e a s u r e s  in o r d e r  to

b a l a n c e  the s u c c e e d i n g  f i s c a l  y e a r ' s  b u d g e t  a n d  t he c a p i t a l  i m p r o v e­

m e n t s  s e c t i o n  o f  t he b u d g e t  f o r  t he s u c c e e d i n g  si x  year s .

* Sec. A S  3 7 . 0 7 . 0 6 0 ( b )  is a m e n d e d  to read:
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(b) T h e  g o v e r n o r  s h a l l  p r e s e n t  the p r o p o s e d  c o m p r e h e n s i v e  

o p e r a t i n g  a n d  c a p i t a l  i m p r o v e m e n t s  p r o g r a m s  a n d  fin . x ial p l a n s  in a 

m e s s a g e  to a j o i n t  s e s s i o n  o f  the l e g i s l a t u r e  b e f o r e  the f o u r t h  

l e g i s l a t i v e  d a y  f o l l o w i n g  t he c o n v e n i n g  o f  t he l e g i s l a t u r e  in r e g u l a r  

s e s sion. T h e  m e s s a g e  s h a l l  be  a c c o m p a n i e d  b y  a n  e x p l a n a t o r y  r e p o r t  

w h i c h  s u m m a r i z e s  r e c o m m e n d e d  g o als, p l a n s ,  a n d  a p p r o p r i a t i o n s .  T h e  

r e p o r t  s h a l l  c o n t a i n

(1) the c o o r d i n a t e d  p r o g r a m  g o a l s  a n d  o b j e c t i v e s  w h i c h  the 

g o v e r n o r  r e c o m m e n d s  to g u i d e  the d e c i s i o n s  on the p r o p o s e d  p r o g r a m  

p l a n s  a n d  b u d g e t  a p p r o p r i a t i o n s ;

(2) th e  g o v e r n o r ' s  o p e r a t i n g  p r o g r a m  a n d  b u d g e t  

r e c o m m e n d a t i o n s  f or the s u c c e e d i n g  f i s c a l  y e a r  o r g a n i z e d  b y  a g e n c y  as 

r e q u i r e d  b y  A S  3 7 . 0 7 . 0 2 0 ( a ) ;

(3) the g o v e r n o r ' s  c a p i t a l  i m p r o v e m e n t s  p r o g r a m  a nd b u d g e t  

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

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

i n c l u d e

(A) a d e s c r i p t i o n  o f  e a c h  p r o j e c t ,  its e s t i m a t e d  c o o t  

f or the y e a r  c o n s t r u c t i o n  is to s t a r t  a nd the e s t i m a t e d  cos t  o f  

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

c o n s t r u c t i o n ,  and the s o u r c e  o f  f i n a n c i n g  for the p r o j e c t ;  the 

p r o j e c t  d e s c r i p t i o n  for a n e w  b u i l d i n g  or a n e w  f a c i l i t y  or f or a 

m a j o r  a d d i t i o n  to a b u i l d i n g  o r  f a c i l i t y  s h o u l d  i n c l u d e  a site 

plan, p r e l i m i n a r y  d r a w i n g s ,  a n d  a r c h i t e c t ' s  or  e n g i n e e r ' s  t o t a l  

cos t  e s t i m a t e  f or the p r o j e c t ;

(B) a s u m m a r y  o f  p r o j e c t s  p r e v i o u s l y  a u t h o r i z e d  a n d  

n o t  y e t  c o m p l e t e d ;

vC) a s u m m a r y ,  l i s t e d  by a g e ncy, o f  a l l  p r e v i o u s l y  

p r o p o s e d  p r o j e c t s  w h i c h  h a v e  b e e n  d e f e r r e d  b e y o n d  t he s ix y e a r s  

HB  4 8 7  -2-



c o v e r e d  b y  the p l a n  a n d  t he y e a r  i n  w h i c h  c o n s t r u c t i o n  h as b e e n  

r e s c h e d u l e d  to b e gin;

(D) a f o r e c a s t  o f  t he deb t  s t r u c t u r e  o f  the s t a t e  a nd 

the v a r i o u s  d e b t  r a t i o s  o v e r  the lif e  of  t he s t a t e ' s  b o n d s

o u t s t a n d i n g ,  b o n d s  a u t h o r i z e d  a n d  to b e  i s s u e d ,  a n d  b o n d  

a u t h o r i z a t i o n s  r e c o m m e n d e d  in the plan;

(E) a d e s c r i p t i o n  o f  a d d i t i o n a l  r e v e n u e  m e a s u r e s

n e e d e d  to f i n a n c e  the p l a n  in  l i e u  o f  debt;

(F) b o n d  e l e c t i o n  b i l l s  to a u t h o r i z e  t h e  b o n d s

r e q u i r e d  to f u n d  the p r o j e c t s  s c h e d u l e d  f o r  t he f i r s t  t h r e e  y e a r s  

of  t he plan;

(G) p r o j e c t i o n s  of p o p u l a t i o n  o f  the s t a t e  a n d  its

r e g i o n s  a n d  c o m m u n i t i e s ;

(H) e c o n o m i c  d a t a  a n d  p r o j e c t i o n s  n e c e s s a r y  f or the 

e v a l u a t i o n  o f  the p l a n , i n c l u d i n g  p r o j e c t e d  o p e r a t i n g  a n d  

m a i n t e n a n c e  c o s t s  of the c a p i t a l  i m p r o v e m e n t s ;

(4) a s u m m a r y  o f  s t a t e  r e c e i p t s  in th e  l a s t  f i s c a l  year, a

r e v i s e d  e s t i m a t e  for the c u r r e n t  f i s c a l  year, a n d  a n  e s t i m a t e  f o r  the

s u c c e e d i n g  f i s c a l  year;

(5) a s u m m a r y  o f  e x p e n d i t u r e s  d u r i n g  the last, f i s c a l  year,

t h o s e  a u i h o - i z e d  for t he c u r r e n t  f i s c a l  year, a n d  an  e s t i m a t e  f o r  the

s u c c e e d i n g  f i s c a l  year;

(6) a n y  a d d i t i o n a l  i n f o r m a t i o n  w h i c h  w i l l  f a c i l i t a t e  

u n d e r s t a n d i n g  of  the g o v e r n o r ' s  p r o p o s e d  p r o g r a m s  a n d  f i n a n c i a l  p l a n s  

b y  the l e g i s l a t u r e  a n d  t he p u b l i c .
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\'om en 'VoteM* c j! tjtf/ abka

J a n u a r y  24, 1 9 8 6

R e p r e s e n t a t i v e  A 1  Adarrn 

C h a i r

H o u s e  F i n a n c e  C o m m i t t e e  

J u n e a u ,  A l a s k a

D e a r  R e p r e s e n t a t i v e  A d a m s :

B a s e d  o n  o u r  C a p i t a l  B u d g e t  P r o c e s s  p o s i t i o n  a d o p t e d  i n  1985, a f t e r  t wo 

y e a r s  of s t a t e w i d e  s t u d y ,  t he L e a g u e  o f  W o m e n  V o t e r s  of  A l a s k a  s u p p o r t s  

p a s s a g e  of  H o u s e  B i l l  487.

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

c o n s i d e r a t i o n s  r e l a t i n g  t o  c a p i t a l  p r o j e c t s .  R e q u i r i n g  a p r o j e c t i o n  of 

w h a t  t h e s e  c o s t s  a r e  e s t i m a t e d  t o  b e  is a  s t e p  in t he r i g h t  d i r e c t i o n .

W e  a r e  h o p e f u l  f o r  a f a v o r a b l e  c o n s i d e r a t i o n  of t h i s  b i l l  b y  y o u r  

c o m m i t t e e .

T h a n k  you.

S i n c e r e l y ,

Re: H o u s e  B i l l  4 87

Paula Ziegler f  J
127 N. F r a n k l i n  S t r e e t  //909

J u n e a u ,  A l a s k a  9 9 8 0 1


