


FOSTER Program:
Questions and Answers

—"

WHAT DOES "FOOTER"™ STAND FOR?
ANSWER: “financial Outreach Services To Enhance Recovery”
QUESTION: WHAT IS "FOSTER™?
ANSWER: FOSTER 1i1s a program to help communities that have
immediate and critical financial problems. It is a two part
package for financially distressed communities: 1. A loan fund
for those com®™ unities Tfacing economic disaster; 2. Financial

management assistance for those communities that need that help.

Loans from the 1loan fund will be used to pay one-time/ short

term city debts. Repayment will begin after two years, with a
payback period of five to ten years.

Financial management training and specialized technical
assistance will be provided to help communities deal with
severe money problems. This training and assistance will be
provided by five financial specialists ("Municipal Finance
Analysts™) located 1in regional offices of the Department of
Community and Regional Affairs. These specialists will operate
as part of a team with other Department staff to provide a
complete range of services including city management, Tfinancial
management, bookkeeping, and planning.

QUESTION: WHAT HAPPENS IF COMMUNITIES DON*T PAY THE LOAN
BACK?
ANSWER: No payment is due for two years. After two years,

the community has the option of setting up a repayment
schedule, or paying offthe Iloan ina lump sum, or the State
may withhold a small percentage of that community®s revenue
sharing each year until the loan 1is repaid.



FOSTER Program: Questions and Answers - Page 2

QUESTION:  WHY 1S THE PROGRAM NEF®" ,D?

ANSWER: FOSTER 1is an attempt to meet the need for immediate
financial help to numerous cities that have severe problems
caused by the recent economic downturn. A cabinet
subcommittee, chaired by Lt. Gov. Stephen McAlpine and
involving several state departments and staff from the
Governor®s Office, held meetings around Alaska to gather
information on the state of economically distressed
communities. The subcommittee found thac many communities are
nearing Tfinancial collapse.

A survey of communities conducted by the Department of
Community and Regional Affairs shows the extent of the problenm
in more detail. Results of that survey are expected " be
released in a few weeks.

QUESTION: WHY A LOAN PROGRAM; WHY NOT GRANTS?

ANSWER : Many of the problems facing communities today
result, at least in part, from thinking that State money would
always Dbe available. Grants could serve to reinforce those
beliefswhich would only put off the day that the problem must
be faced and solved. Loans will provide "breathing space" to
local governments, giving them time to get administrative
systems in order and develop an approach to meet needs and

obligations. The technical assistance program will contribute
to the process by providing training and specialized
knowledge. While grants tend to create dependency, Jloans can

promote self-reliance and self-esteem, giving communities the
sense that they can solve their own problems.

QUESTION: HOW CAN COMMUNITIES WITH SEVERE FINANCIAL PROBLEMS
PAY BACK LOANS?

ANSWER: Loanswould be limited to half of the amount
received by thecity the previous vyear from the state"s
municipal assistance and revenue sharing progrcm, and would
have a grace period of two years before repayment begins. The

average loan amount 1is expected to range from a low of $15,000
to a high of $40,000. Since payments would be spread out over
a period of five to ten years, the burden of repayment is not
expected to be overwhelming for communities once their
financial systems are in order.



QUESTION: WHY SHOULD THE STATE BAIL OUT COMMUNITIES?

ANSWER: This 1is not a "bail out"™ program. It provides time
for communities to get the training and the help to put their
own affairs 1in order. In most cases, the problems are a result
of the Jlack of trained personnel in the community with the
necessary technical skills to manage a community®s finances. A
secondary cause may be the recent availability of large grants
leading to the unprecedented growth of facilities which must
now be maintained.

QUESTION: WHAT COMMUNITIES WILL BE ELIGIBLE AND HOW DO THEY
APPLY?

ANSWER: Exact eligibility requirements have not yet Dbeen
established by the Department. Assistance will be directed
towards those communities which have been identified as
financially distressed. Application will be made by the local
governing body which must agree to a financial review by the
Department. In severe cases, the community may have to agree

to financial oversight by the Department.

QUESTION: DOES DCRA WANT TO TAKE OVER COMMUNITIES?

ANSWER: ““ No. The Department firmly believes that the
operation of local governments is a responsibility of the mayor
and council. There 1is no intention to 1impose conditions on

communities without the approval of the governing body.

QUESTION: HOW WILL THE ASSISTANCE BE MADE AVAILABLE?

ANSWER: Two categories of assistance are being considered
for the progranm. The 1less structured category will require a
commitment by the council and mayor to work with the department
to resolve the financial problems. This is similar to existing
agreements for the Department®s Circuit Rider Training Program.

The more structured will 1involve helping the council and mayoi
develop a financial management plan and assist them to qualif*/
for a loan from the community economic disaster loan fund. This
may help to "take the heat o~f" of communities, assuring
creditors, such as the IRS, that problems will be resolved and
debts will be paid.

Key to the program, however, will be the 1involvement of the
council, mayor and staff of the community. Past experience has
shown that unless local residents are involved 1in the problenm
solving process, no lasting resolution will result.
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QUESTION: WILL A COMMUNITY®"S FINANCIAL SITUATION BE MADE
PUBLIC?

ANSWER: As public bodies, the State and cities have to
conduct operations in the light of day. Financial transactions
are public information and a community®s financial si m\on 1S
a matter of public record.< However, the Departme- 4J-i-1 not
publicize the plight of any particular community, .e intent

is not to embarrass any community but to help tt community
solve 1its problems.

QUESTION: WHY CANT'T DCRA PROVIDE ASSISTANCE WITHOUT
ADDITIONAL FUNDING?

ANSWER: In order to address the problem of municipalities
facing financial disaster, a significant commitment of
resources will be necessary. To avoid severe cuts in other
services, the Department needs additional staff and additional
expertise and also needs the funds for the Iloan program. The

staff- and loan funds will complement each other to provide the
complete assistance package necessary.

QUESTION: HOW Mb-H FUNDS ARE BEING REQUESTED?

ANSWER: * For Fiscal Year 1989, the Governor has requested
$1,251,000. $600,000 for the community disaster loan fund, and
$651,000 for the technical assistance program.

QUESTION: WHEN  WILL  THE PROGRAM START AND WHEN CAN
COMMUNITIES APPLY FOR ASSISTANCE?

ANSWER: The Department is already providing limited
assistance to some communities. The FOSTER program will Dbe

implemented as soon as the Legislature approves the program and
the appropriate bill 1is signed 1into Jlaw by the Governor.
Because of the urgent need, the Department 1is establishing loan
eligibility criteria and will be ready to hire staff as soon as
funds are received. The Department will make every effort to
ensure that communities needing assistance are fully 1involved
in the program well before December 1988.

QUESTION: WHAT INTEREST RATE WILL BE CHARGED FOR THE LOAN
PROGRAM?

ANSWER: While the exact interest rate for Jloans has not been
determined, the Department expects that low or no interest will
be charged.
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QUESTION:  WHAT WILL THE "FOSTER"™ STAFF ACTUALLY DO?

ANSWER: FOSTER staff will be based in regional offices to
deliver services directly to financially ailing communities.
Examples of the services these people will provide include:

0 detailed analysis of existing financial condition of cities;

0 recommendations to local governments resulting from the
analysis, regarding such areas as financial management systems,
sources of revenue, and financing local utilities and services;

< assistance to cities in implementing recommendations and
local financial plans;

< training staff and elected officials 1in municipal finance
management.

QUESTION: WHY NOT GIVE THE "FOSTER™ STAFF MONEY DIRECTLY TO
COMMUNITIES?

ANSWER: Given the extent of the problem, the amount of money
requested 1is extremely limited. On a per community basis, it
will not amount to very much at all. The most efficient use of
these funds is to support a team of financial management
experts who will provide a high level of specialized assistance
and training to many communities.

QUESTION:  WHY NOT CONTRACT OUT INSTEAD OF HIRING NEW STAFF?

ANSWER: There are many situations in which contracting
services 1is better than hiring staff. This 1is not one of those
situations. The FOSTER program will be better served through a
staff of financial specialists assigned to regional offices.
The Department®s cost analysis indicates that more communities
could be served by staff than through <contracted services.
Accessibility of the services in rural vregions will also be
assured, which is not always easy to do on a contractual basis.

The financial specialists will be integrated into the
Department®s organization, becoming part of the assistance
team. This will allow for efficient transfer of information
between existing staff and the new specialists. For the
continuous long-term approach needed to resolve community
financial problems, regionally based permanent Department
employees are more appropriate than contractors.
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Governor ‘ Li|
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THRU: Garrey Peska TeLerHone no.. 465-4700

Chief” of Staff
SUBJECT: DECISION MEMORANDUM:
Economic Dislocation

Rosita Worl, Special AssistantjJ/u

A. SUMMARY orF ISSUE '

The Cabinet Committee on Ecopomic Dislocation submrttedgrt fina
recommend tions to you on October 15~ We have reviewed those

recommendations apd ‘are proposing several revisions. The primary
revisions are as follows:

0  Redyce the number of elements in the economic dislocation
package from twelve to Six by combrnrnP several elements and
dropping two relatively insignificant efements, ,

o Deal with complex fisheries” allocation problems in another

forum.

o Provide funding for the package by reallocating money in_ the

roposed FY89™ Department of “Community and Regional Affairs
%C& A) %udge P Y ’

We request that you approve and sign the rural recovery Eack,age
outlined in the dattached draft of a memo from you to the Cabinet
Committee on Economic Dislocation Also attached is financial
information relevant to the package.

B.  SUMMARY OF PROPOSED PACKAGE

The six point'package we are proposing consists of the followin
elementsp d J Prop J J

1. Establish a new process for declaring community economic

disasters.
2. Reallocate $1,251,000 from designated grants to .fund
.%600,00,0 economic disaster loan ‘tund _and 651,000 to fund
inancial Qutreach Services to'Enhance Recovery (FOSTER
3. Reallocate $224500 in job | % funp in the FY 89 C&RA
Budget to provide pzém ing for the Ruraj. Economic
eveloment Inrtratrv ED 6 program
4, Authorjze a FY 83 supplemental appropriation of $258,000 to
immediately |mp|emen |OI‘-)OSTER. PRI $

001 A(R*V 10.84)



5. Commit to a major effort to pass Administration bill SB 263
which 1increases oversight on municipal grants and provides
agencies with more flexibility .in dealing with audit
exceptions.

6. mote the inclusion in the s”p”ementaL”c”pital”bu”get of
jects™hich raehjc$\the op~ratiohv and/Inainrename cé&fits—of
stirfg NDubLiTcly-own"d- facilitivs™ and projects in

nonucallys'TJistressed communities.

C. TIMING OF DECISION

We request a decision on this package during a meeting scheduled
for 11:00 a.m. on Wednesday, December 23, 1987. A decision
within this time frame would allow for the following:

< Incorporation of a Christmas theme into the announcement of
the recovery program.

< A more comprehensive response to rural fuel problems,

0 A formal rural policy firmly 1in place prior to the Anchorage
Daily News series on vrural problems which 1is scheduled to
begin running 1in January.

In recent weeks the economic situation in rural Alaska.has deteri—
orated seriously. We are dealing daily with communities that are
on the verge of some sort of disaster. Dozens of communities face
financial collapse, and at least sixteen communities will run out
of heating oil this winter. We also expect many communities to
default on state bulk fuel loans.

The Department of Community and Regional Affairs has  just
completed a comprehensive four-month study on hardships currently
facing municipal governments. This study 1is based on a telephone
survey of 138 communities. Findings from this study include the
following:

95 percent of the municipalities have reduced one or more
essential services. Staffs have been reduced to Dbara
minimums and routine facility maintenance 1is often neglected.
25 percent of the communities expect to totally.eliminate
police, fire protection, or health <clinic services in the
future.

40 percent of the communities reported substantially
increased difficulties in collecting fees for essential
community services.

20 percent of communities vreport overdue debts that they
cannot pay - primarily to the IRS.

AGREE DISAGREE

Cowper, Govern

Dat
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T0: Members of the DATE: December 23# 1987
Cabinet Committee on
Economic Dislocation FILE NO.: 0240J/PKP/CC/gmw
V. -v L
THRU: * TELEPHONE NOo.: 465-4700
* . . SUBJECT: SIX POINT RURAL
eeT- - . T ) - T < " "e e  RECOVERY PACKAGE
RTOM: The Honorable Steve Cowper-. . ; ] -
.S.- " _Governor
;o if,
W
> I would Ilike to thank all of you for the many hours you spent in
preparation .of the thoughtful and wuseful recommendations you
eN-_./submitted to me. Your recommendations provide the h”-s for this
— Rural Recovery Package. I have decided to focus Lnis package on
" .issues relating to local governments and, as such, [ am
AT Tenconsidering the .important fisheries issues raised in your
e _-.recommendations elsewhere.

.1 have delayed making a final decision on your recommendations so
e that 1 could consider the 1issues you raised in the context of the
overall budget process. I have also waited to see the results of
.the final report by the Department of Community and Regional
Affairs on economic dislocation. .=

My Rural Recovery Package consists of the following actions.

* 1. ESTABLISH A PROCESS TO DECLARE COMMUNITY ECONOMIC DISASTERS

The Department of* Community and Regional Affairs (C&RA) will be the
lead agency 1in the process of determining whether a community

economic disaster exists. The process will begin with the receipt

by C&RA of a resolution requesting the Governor to declare a

community economic disaster. Applications will only be accepted
*

from a community®s governing body. *

The resolution would include a statement of the community”s
agreement to undergo a full financial review, and to implement the
recommendations made by. C&RA to mitigate the economic disaster.
"This could include Jlayoff of employees and the shut-down of

facilities. C&RA will be sensitive to the potential for legal
liabilities which might arise from such state actions and will take
appropriate steps to mitigate any such liability. The resolution,

will also include a clear statement by the community of the reasons
for the economic disaster.

C&RA will conduct a thorough analysis of the situation to determine
whether the community 1itself has the vresources to overcome the
problem, or whether State involvement 1s necessary. C&RA will Dbe
given authority to request technical assistance from all state
agencies. Assistance from otner agencies could range from technical

DRAFT

2-001 A(R«y 10-04)



assistance 1in managing particular services (e.g., sewer and water
facilities), to assistance in expediting individual programs (e.g-,

food stamp distribution). C&RA will also consult appropriate
federal agencies. The department will then provide my office with
information that includes a description of the problem, a
recommended course of action, possible solutions to prevent

recurrence, and a recommendation as to whether a declaration of
community economic disaster should be made.

2. REALLOCATE $1,251,000 TO CAPITALIZE AN ECONOMIC DISASTER LOAN
FUND AND INCREASE FINANCIAL TECHNICAL ASSISTANCE

In many instances, only the availability of additional funding w##l

avert financial default. Therefore, a community economic disaster
loan fund of $600,000 will be established within C&RA. Once a
declaration of community economic disaster has Dbeen made, a

community may be permitted, to borrow an amount equal to 50 percent
of its prior year®s municipal assistance and revenue sharing, with
repayment amortized over a five to ten-year period. No repayment
will be required for one to two years after the Jloan 1s made.
Disbursements will be made from this fund for short-term, one-time
expenditures. Loans will be awarded by the Commissioner of C&RA
pursuant to a detailed spending plan prepared by the community in
conjunction with C&RA staff. A formal promissory note must be
signed by each community receiving a loan. Detail id regulations

governing the administration of this loan fund will be promulgated
by C&RA.

The Financial Outreach Services to Enhance Recovery (FOSTER)
program will operate in conjunction with the loan fund. This
program will provide detailed financial management training and

oversight to distressed communities. Six new Tinancial management
and training positions will be <created within C&RA under this
program at an annual cost of $651,000. These personnel will
administer the economic disaster assessment process, provide

training, oversee the use of economic disaster loan funds and,

where necessary, will serve 1in a capacity similar to that of
bankruptcy trustees.

Funding for the Community Economic Disaster Loan Fund ($600,000)
and for the FOSTER program ($651,000) will be obtained 1in the FY 89
budget through the reallocation of $1,251,000 1in the ™esignated

grants line 1item 1in the C&RA budget. (Financial back up 1is
attached.)

3. REALLOCATE $224,500 TO ENHANCE THE REDI PROGRAM IN C&RA

The primary goal of this recovery package 1is to assure the survival

of local governments. However, in many areas, the survival of
local governments 1is tied directly to the health of the local
economy. The financial existence of many communities 1is threatened

by the 1increasing inability of residents to pay user fees for local

government services.



To promote the development of vrural -economies, $224,500 will be
transferred from job training programs in C&RA to the REDI

program. This will allow C&RA to focus its efforts on the poorer
communities of the state where successful economic development
requires a great deal of technical assistance. If adequate
technical assistance 1is available, it will then be possible to

award extra points 1in the REDI competitive grants process to those
communities that have been declared community economic disaster
areas. If adequate technical assistance is not available,
preferential treatment of these communities would almost certainly

result in throwing good money after bad. (Financial back up is
attached.)

4. AUTHORIZE A FY 88 SUPPLEMENTAL APPROPRIATION OF $253,000 TO
ALLOW THE EXPEDITED START - UP OF THE FOSTER PROGRAM

The current condition of many local governments 1is so critical that

state assistance 1is needed immediately. With the timely passage of
a supplemental appropriation, it will be possible to hav.e the
FOSTER program operational by March. (Financial backup is
attached.) /-

5. PROVIDE STRONG SUPPORT FOR SB 263 WHICH INCREASES STATE
OVERSIGHT OF MUNICIPAL GRANTS.

I am firmly committed to work for the passage of Administration
bill SB 263 which increases state oversight of municipal grants and

could provide an opportunity for granting agencies to relieve
financial difficulties for some communities.

6. FUND CAPITAL PROJECTS WHICH REDUCE THE OPERATING AND
MAINTENANCE EXPENSES OF LOCAL GOVERNMENT AND PROJECTS WHICH
ARE LOCATED IN ECONOMICALLY DISLOCATED COMMUNITIES.

The Administration will promote legislative enactment of funding
for necessary capital proje- ts which are normally completed by
Alaska residents. Additional consideration should be given to
eprojects in economically dislocated communities and to projects
which would result in significantly reduced operating and
maintenance costs for Jlocal governments. The focus should be on
small to medium sized projects that are going to be required in any
event, and are merely accelerated by this process.



FY 1989 REALLOCATION OF DESIGNATED
GRANTS COMPONENT
(BACK-UP TO RECOMMENDATION & 2)

FOSTER Personal Services $352.9
Travel < 158.0
Contractual Services 49.0
Supplies 2.0
Grants/Contracts 89.1
Total FOSTER 651.0

Community Economic Disaster

Loan Fund 600 .0

Total Recommendation 82 $1251.0

Reallocate $1,251.0 of the amount in the Designated Grants
component to fund FOSTER, $651.0 and the Community Economic
Disaster Loan Fund, $600.0. The amount remaining in the
Designated Grants component would fund Alaska Legal Services,

$475.0, Special Olympics, $72.0, and the Rural Airport
Assistance Program, $38.2.

The following describes in more detail the positions,
associated costs and database information that would be
provided through adoption of this recommendation:

1. Five Local Government Specialists and one Accouncant.
These postions would be placed in various field offices to
assist communities with severe management problems. Support
costs would provide necessary travel, anddevelopment or
purchase of financial training materials which would focus on
budgeting, revenue sources, cost controls, and accountability.
(These same positions are requested 1in the FY 88 Supplemental

request, Recommendation £4) This recommendation would Tfund
them for the following 12 months in FY 89.

2. Community Profile database. This would allowinformation
gathered on communities to be in a readily accessable form.
This 1information would 1include the following types: -xisting
capital projects and their condition; maintenance and
.operation costs; land ownership and use; and abandoned

facilities. The cost per community 1is estimated at $2.0. <The
Department could include 45 communities in the database,

concentrating on interior regions, with the $89.1 requested in
the Grants/Contracts line.

3. The Community Economic Disaster Loan Fund would provide a
small amount to make loans to communities that qualify as
economic disaster areas. Limits would be placed on the amount
of loan available. Pay back would begin within 1 to 2 years.



FY 1989 REALIGNMENT OF $224,530 IN
THE JOB TRAINING PARTNERSHIP COMPONENT
(BACK-UP TO RECOMMENDATION 1 3)

REDI Personal Services 134.7
Travel 36.0
Contractual Services 50.8
Supplies 3.0
Total REDI $224.5

Tv.ve total amount of the above request could be found within the
Department®s FY 89 budget if the following budget component

amounts were realigned. On that basis, the following is
proposed:

Realign the Job Training Partnership Act, Dislocated Worker
Component, General Fund increment of $300.0 by transfering from
the grant line item, $134.7 to personal services, $36.0 to
travel, $50.8 to .contractural and $3.0 to supplies. This
realignment would leave $75.5 1in the grant line item and allow

the Department to retain the ecomonic program initiated during
FY 88.

The funds requested for the REDI program would fund two
economic development specialists located 1in Fairbarks (this
position was included in the FY 38 budget) and Bethel (this is
a new position request) to spearhead the effort of this
department to increase business and eemployment opportunities;
promote self-sufficiency and diversification in local
economies; and to expand the capacity of Ilocal communities to
plan and support economic development. Also included in the
personal services category 1is funding for one clerk typist for
support of the professional positions. Necessary travel,
contractual and supply costs are included.



PROPOSED SUPPLEMENTAL FOR FY 198P
(BACKUP FOR RECOMMENDATION & 4)

Assuming activities beginning on February 1, 1988, the
following reflects five months of six new positions and the
associated support funds:

Personal Services $147.0
Travel 66.0
Contractual Services 45.0
Total $258.0

This supplemental request reflects Local Government Specialists
eplaced 1in five vregional offices (Nome, Bethel, Dillinghanm,
Fairbanks and Anchorage) that will provide direct assistance to
the communities, as well as one accountant in Juneau which will
provide assistance on complex accounting 1issues to the on-site
technicians. The remaining support costs will allow adequate
travel for personnel and enough funds to develop and distribute
financial an ) accounting material directed toward rural
Alaska. Thes ! materials will address estimating O0&M <costs,

revenue options and projections and establishing accountability
techniques.



~ STATE OF ALASKA N E W S R E L EA S E FOR INFORMATION CONTACT
David Ramseur

OFFICE OF THE GOVERNOR Press Secretary
JUNEAU -
taury Roberts Scandling
STEVE COWPER Deputy Press Secretary
GOVERNOR Office of the Governor

Box A, Juneau, AK 99811
Bus. Phone (907) 465-3500

FOR IMMEDIATE RELEASE
Dec. 28, 1987
No. 87-132

COWPER PROPOSES RURAL RECOVERY PROGRAM TC ASSIST VILLAGES
JUNEAU- Gov. Steve Cowper today unveiled a Rural
Community Recovery Package designed to assist rural
communities facing immediate financial troubles and to

promote long-range administrative stability in Alaska®s

, S
villages.

The proposal includes shifting state funds to address
immediate financial problems in rural communities, creation
of a new program to provide financial management training to
distressed communities, 1improved oversight of community
finances and a new approach to addressing rural economic
disasters.

"Many communities in Alaska are facing economic
hardships, but the rural areas have been hit especially hard
by cuts in state programs forced by falling oil prices. The
problems of the villages have been complicated by their lack
of a stable tax base and poor fishing seasons 1in some

areas,"” Cowper said.

-MORE-
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"Rural communities that take advantage of this program
will have to agree to adopt sound fiscal practices. This
isn"t a bail-out. It"s a way to make the villages more
self-sufficient,” the Governor said.

Here®s what the proposal includes:

* Reallocation of SI1.25 million in designated grants to
create an economic disaster loan fund and provide technical
financial assistance to rural communities.

The S600,000 fund, administered by the Department of
Community and Regional Affairs, could loan communities an
amount up to half their prior year®s municipal assistance
and revenue sharing entitlement. Loans would be®"for
one-time, short-term expenditures and after a grace period
of up to two years, would be repaid over five to 10 years.

The other 3651,000 would fund a Financial Outreach
Services to Enhance Recovery (FOSTER) program to provide
financial management training and oversight to affected
communities.

Shifting jf the funds would occur in the fiscal 1989
budget. In the meantime, the Governor will ask the
Legislature for a supplemental appropriation of 3258,000 to
expedite creation of the technical assistance program.

-MORE-
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* Reallocation of $224,500 from job training programs
to the Rural Economic Development Initiative, a newly formed
program within C&RA designed to stimulate economic
development. Shifting of the funds will permit the state to
locus on financially distressed communities that require
considerable technical assistance.

* Establish a new process for quickly addressing
community economic disasters. C&RA will oversee requests for
economic disaster assistance in order to speed up possible
state assistance.

Applications for disaster relief must be made by a
community®s governing body and the department will undertake
a thorough review of any such request with the assistance of
other state agencies.

* Continued push for passage of Senate Bill 263,
sponsored by the Cowper administration, that increases state
oversight of municipal grants and gives granting agencies
flexibility to relieve some Tfinancial difficulties for
communities.

The Rural Community Recovery Program is the product of
a cabinet subcommittee chaired by Lt. Gov. Stephen McAlpine
which Cowper appointed last summer. The group, composed of
representatives of several state departments and Governor®s
Office staff, held a number meetings around Alaska to gather

information on the plight of Alaska % rural communities.

-MORE-
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The group found that dozens of communities are nearing
financial collapse, that at least 16 may run out of heating
oil this winter and that many others could default on state
bulk fuel loans.

A four-month study based on a telephone survey of 172
communities by C&RA found that 95 percent of the
municipalities have reduced one or more essential services,
eliminated staff and often neglect routine maintenance.

A quarter of the surveyed communities expect to
eliminate police, fire or health clinic services in the
future, 40 percent reported .difficulties in collecting fees
for essential services and 20 percent report overdue debts
they cannot pay, primarily to the IRS.

"The solution to these problems 1is not throwing more
money at them, for two reasons: we don @ have the money and
it won"t work," Cowper said. "We"ve got to help create a
solid rural economy independent of state dollars and this
proposal is a step in that direction.”

To qualify for the programs, communities must undergo a
complete financial review by C&RA. Assistance may involve
financial oversight of a community by that department.

-30-
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Pouch V

Alaska “Mate Klegtalature

House of Representatives

) (907) 4651833
Committee on

Community & Regional Affairs

To: Representative Henry Springer, Chairman
HCRA

From: HCRA Staff - DavidHarrison

D ate: February 15, 1988

Subject: BILL REVIEW
HB 419 - "An Act establishing the conmunity economic disaster
revolving loan fund; and providing for an effective date."
[Rules by request of the Governor]

Kivkidcldriridekid~yk'k'd<id~kirki~drk-kirtcls td-rk <'rirlrtdHorirri<rideirickirkir-k

* Section 1. AS 44.47 relates to powers and duties of the Department of
Community and Regional A ffairs.

(Line 12) Sec. 44.47.060 amends the statute to provide and establish a
Community Economic D isaster Revolving Loan Fund. The amending section
provides for the Department of Community and Regional A ffairs Department
to administer the loans as well as to prescribe and adopt regulations of
the Community Economic Disaster Revolving Loan Fund.

Comments: It is intended that the legislature will provide
appropriations to fund this community economic disaster loan to
originate funds for this purpose. Terms and regulations will be

prescribed and adopted by the Commissioner of the DCRA.

(Line 22) Sec. 44.47.060(b) "... the total amount of all loans made from
the fund to a municipality or unincorporated conmunity in one state
fiscal year may not exceed 50 percent of the aid provided to that
municipality or community under AS 29.60.010 — 29.60.375 for the
state fiscal year ending June 30, 1987." (It seems here that the
quoting of statutes covers existing conditions and requirements of
all classes of municipalities.)

Accordingly, reference should be made concerning the State
constitutional requirements of municipal and state debts. Alaska's

Constitution, Article 9, section 8... " lhe state may as provided by law
and without ratification, contract debt for the purpose of... meeting
natural disasters.” Nothing in the state constitution indicates that

the state nor the municipality can contract or obligate themselves
concerning economic disaster.

Article 9, section 9, "No debt shall be contracted by any
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political subdivision of the state, unless authorized for
capital improvement by its governing body and ratified by a
vote of those qualified to vote and voting on the question."

If the bill becomes law the question would be asked, "Could the
governing body cause the subdivisions and municipalities to become
indebted without a vote of those being encumbered by the debt?

Article 9, section 10. Ihe State and its political subdivisions
may borrow money to meet appropriations for any fiscal year in
anticipation of the collection of the revenues for that year, but
all debt so contracted shall be paid before the end of the next
fiscal year.

Article 10, Section 2. All local government powers shall be vested
in boroughs and cities. The State may delegate taxing powers to
organized boroughs aid cities only.

The question is: Can the State loan money to non-legal governmental
entities for the purpose of delegating organized boroughs and cities
responsibilities without a test of the democratic process and legal due
process in local governmental responsibilities as delegated under the
state constitution? It would seem that the constitutional and
statutory safeguards regarding establishment of organized boroughs and
legally established cities with duly elected officials sworn to uphold
the federal and state constitutions and the respective laws could be
tested because of the debt prohibitions and safeguards of voters in the
political subdivisions of the state.

The question may also be considered whether it is sound democratic
policy for the state to delegate even incidentally debt obligations
responsibilities that are reserved for democratically elected officials
to nonelected officials that work for private nonprofit entities.
Non-elected private individuals are not required to be sworn to such
public service. Due process of the law provides many safeguards within
the public domain. The democratic process must not be subverted
therefore the State constitutional mandate that organized boroughs and
legally established cities are recognized as legal entities for local
government. To continue to do otherwise would undermine the
constitutional safeguard of local representative government.

(Line 27) Sec. 44.47.060(c) Sets limitation of $50,000 loan to a
municipality or unincorporated comnunity that did not receive aid under
AS 29.60.010 - 29.60.375 for the state fiscal year ending June 30,
1987. No doubt some of the same constitutional questions as were raised
in a previous section of this bill can be asked here also.

Corrment: It is understood that the "economic disaster fund" is to be
requested through an amendment in the Governor®"s budget bill. The amount
requested in the amendment is $600,000. |If one large municipality were
to request a conmunity economic disaster loan fund, there would not be
sufficient funds for rural cities and unincorporated communities for
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which this bill was designed to provide for in terms of their economic
conmunity needs.

Conment: FY/88 Supplemental request funding is for $258,000.
Objectives are stated in a letter to the Governor frcm Cabinet
Subcommittee on Economic Dislocation, Item #2, page 5. Additional
funding proposed for FY/89 includes requests for additional personnel
and related items for a total of $920,900 as listed on page 6.
Rationale for requests are given in the same letter to the Governor
dated October 15, 1987. | have asked Legal Services of the Legislative
Affair Agency to provide HCRA Committee with a State Constitutional
review f the debt issue discussed herein.
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LEIJ AINE AFAIRS AARNCY

MEM ORANDUM February 14, 1988

SUBJECT: Community Economic Disaster Revolving Loan
Fund (HB 419)

TO: Representative Heinrich Springer
FROM: Tamara Brandt Cook
Director -

Division of Legal Services

HB 419 establishes an economic disaster revolving loan fund.
The Commissioner of Community and Regional A ffairs is
authorized to make loans from the fund to municipalities or
certain entities in unincorporated communities to be used in
overcoming economic disasters.

The bill itself does not seem to present any constitutional
problems. There is no question but that the state money
appropriated to the fund satisfies the public purpose
requirement. However, it should be noted that
municipalities themselves are extremely limited in the
extent that they may constitutionally assume debt and as to
the uses that they may make of borrowed money. A rticle IX,
Section 9 of the state constitution provides:

SECTION 9. LOCAL DEBTS. No debt shall be contracted
by any political subdivision of the State, unless
authorized for capital improvements by its governing
body and ratified by a majority vote of those qualified
to vote and voting on the question.

This provision may, as a practical matter, make it difficult
for many municipalities to obtain money from the fund

qguickly enough to be useful in an economic disaster
situation and, since this money may only be used for capital
improvements, a loan from the fund might not be helpful in
many situations. (See City of Juneau v. Hixson, 373 P .2d
743 (Alaska 1962)) I also wonder how a municipality or
unincorporated community that is experiencing an economic
disaster will be able to repay the loan.

TBC:Imb
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December 30, 1987

STAJ E FIA S
Governor Steve Cowper p @ 1 . ¥E ‘

State of Alaska
P.O. Box A
Juneau, Alaska 99811 JAN 71988

LBJTENANT GOANDR

I am writing to express my support for your proposed $1.7
million request to provide loans and technical assistance to
rural communities 1identified by Lt. Governor McAlpine®s task
force as needing assistance.

Dear Governor Cowper:

Having spent several years working in rural Alasla as a
manager, | am aware of the problems facing these communities
Your proposed "IMF" approach 1is sound.

Let me offer a few suggestions that might strengthen the
program.

1. The individuals selected to assist the various
communities should be divided into teams. Each team should
consist of the following types of skilled individuals:

- Accountant;
- Municipal Manager with rural experience; and
- Local Government Assistant (DCRA).

The advantage of this approach is that the community has
several skills and perspectives to draw upon. Each teanm
would spend three - four weeks in each community.

2. Enlist the assistance of the Alaska Municipal
Managers Association. The State"s managers have previously
offered the assistance of "range-riders™ to beleaguered
communities.

3. Follow-up 1is critical. The team assigned to each
community would be responsible for ensuring compliance with
the teams®™ recommendations. Funding should be contingent
upon implementation of recommended changes.

4. Instruction is important. As Senator Adams has
pointed out, a large part of the problem is the turn-over of
personnel which leaves a limited pool of qualified local
applicants. This problem may, in many 1instances, be

Phone (907)581-1251, 581-1357
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Original sponsors: Donley, Gruenberg
and Collins

BY THE COMMUNITY AND REGIONAL
IN THE HOUSE AFFAIRS COMMITTEE

CS POR HOUSE BILL NO* 422 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to payments for purchases by school
districts and municipalities* and providing for an
effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Secti” 1. PURPOSE. The purpose of this bill 1is to require munic—
ipalities and school districts to pay for their purchases of goods ar.d
services in a timely manner.

* Sec. 2. AS 14.03 is amended by adding a new section to read:

Sec. 14.03.085. PAYMENTS FOR PURCHASES. Payments for purchases
by a school district are subject to the requirements applicable to
state agencies under AS 37.05.285(a) - (d) and 37.05.285(f)(1) - (2).
When applying AS 37.05.285(a) - (d) and 37.05.285(f)(1) - (2) to e
school district, "state" and "state agency”™ are read as "school dis—
trict”, and "state official” 1is read as "school district official”’.
In this section, "school district”™ means a borough school district, a
city school district, or a regional educational attendance area.

* Sec. 3. AS 14.08.101 is amended to read:

Sec. 14.08.101. POWERS. A regional school board nay

(1) sue and be sued*

(2) contract with the department, the Bureau of Indian
Affairs, or another TfTANY OTHER] school district, agency, or regional
hoard for the provision of services, facilities, supplies or utili—
ties*

(3 determine 1its own Tfiscal procedures 1including but not

-1- CSHB 422(C4RA)



limited to policies and procedures for the purchase of supplies and
equipment) except as provided by AS 14.03.085, the regional school
boards are exempt from AS 37.05 (Fiscal Procedures Act) and AS 36.30
(State Procurement Code)*

(4) appoint, compensate and otherwise control all school
employees inaccordance with this title) these employees ere not
subject to AS 39.25 (State Personnel Act)»

(5) adopt regulations governing organization, policies and
procedures for the operation of the schools)

(6) establish, maintain, operate, discontinue and combine
schools subject to the approval of the commissioner;

) recommend to the department projects for construction,
rehabilitation, and improvement of schools and education-related
facilities as specified in AS 14.11.010(a), and plan, design., and
construct the project when the responsibility for it is assumed under
AS 14.11.020)

(8) by resolution adopted by e majority of all the members
of the board and provided to the commissioner of the department,
assume ownership of all land and buildings used 1in relation to the
schools in the regional educational attendance area)

(9) provide housing for rental to teachers, by leasing
existing housing from a local agency or individual, or by entering
into contractual arrangements with c¢ Jlocal agency or individual to
lease housing that will be constructed by the local agency or indi—
vidual for that purpose)

(10) exercise those ocher functions that may be teceasary
for the proper performance of its responsibilities.
* Sec. 4. AS 29.10.200 is amended by adding a new paragraph to read:

(49) AS 29.71.040 (payments for purchases)
CSHB 427(C&RA) -2-



* Sec. 5. AS 29.71 is amended by adding a new section to read:

Sec. 29.71.040. PAYMENTS FOR PURCHASES, Payments for purchase*
by a municipality are subject to the requirements applicable to state
agencies under AS 37.05.285(a) - <d) and 37.05.285(f)(1) - (2). This
section applies to home rule and general 1law municipalities. When
applying AS 37.05.285(a) - (d) and 37.05.285(f)(1) - (2) to a munici—
pality, "atate™ and "state agencyM st« reed as "municipality”’, end
"state official™ ia read as "municipal official™.

* Sec. 6. This Act does not apply to contracts entered into before
July 1, 1988.

* Sec. 7. This Act takes effect July 1, 1988.

-3- CSHB 422(C&RA)
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Date referred: 2/1/88 FURTHER REFERRALS: HESS
Finance

WM 1988

DATE:
Community and
The Regional Affairs Committee has considered HB 422

"An Act relating to payments for purchases by public corporations of the
state, the Alaska Commercial Fishing and Agriculture Bank, school
districts, and municipalities; and providing for an effective date."”
RECOMMENDS:

[N] replace with

[ 1 attached amendment(s)

[ ] the same title

[*] a new title

i do pass
do not pass
no recommendation
individual recommendations

additional referral to the Committee
ADOPTS: [ 1 letter of intent
ATTACHES NEW FISCAL NOTE(s):
[ ] fiscal impact [ ] same as previous fiscal note
X zero fiscal note published
[ 1 =zero with analysis [ ] same as previous zero fiscal

note published

v Colllu
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3/14/88
Original sponsors: Donley, Gruenberg
and Collins
IN THE HOUSE
CS FOR HOUSE BILL NO. 422 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to payments for purchases by school

districts and municipalities; and providing for an
effective date.”
BE IT ENACTED BYTHE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. The purpose of thisbill s torequire munic-
ipalities and school districts to pay for their purchases of goods and
services in a timely manner.

* Sec. 2. AS 14.03 is amended by adding a new section to read:

Sec. 14.03.085. PAYMENTS FOR PURCHASES. Payments for purchases

by aschool district are subject to the requirements applicable to

state agencies under AS 37.05.285(a) - (d) and 37.05.285(f)(1) - (2).
When applying AS 37.05.285(a) - (d) and 37.05.285(f)(1) - (2) to a
school district, "statel and "state agency" are read as "school dis-
trict", and "state official™ 1is read as "school district official".
In this section, "school district”™ means a borough school district, a

city school district, or a regional educational attendance area.
* Sec. 3. AS14.08.101 is amended to read:
Sec. 14.08.101. POWERS. A regional school board may
(1) sue and be sued;
(2) contract with the department,the Bureau of |Indian
Affairs, or another [ANY OTHER] school district, agency, or regional
board for the provision of services, facilities, supplies or utili-
ties ;
(3) determine its own fiscal procedures including but not

-1- CSHB 422( )
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limited to policies and procedures for the purchase of supplies and
equipment; except as provided by AS 14.03.035, the regional school
boards are exempt from AS 37.05 (Fiscal Procedures Act) and AS 36.30
(State Procurement Code);

4) appoint, compensate and otherwise control all school
employees inaccordance with this title; these employees are not
subject to AS 39.25 (State Personnel Act);

(5) adopt regulations governing organization, policies and
procedures for the operation of the schools;

(6)establish, maintain, operate, discontinue and combine
schools subject to the approval of the commissioner;

«a recommend to the department projects for construction,
rehabilitation, and improvement of schools and education-related
facilities as specified in AS 14.11.010(a), and plan, design, and
construct the project when the responsibility for it is assumed under
AS 14.11.020;

(8) by resolution adopted by a majority of all the members
of the board and provided to the commissioner of the department,
assume ownership of all 1land and buildings used 1in relation to the
schools in the regional educational attendance area;

(9) provide housing for rental to teachers, by leasing
existing housing from a local agency or individual, or by entering
into contractual arrangements with a Jlocal agency or 1individual to
lease housing that will be constructed by the local agency or indi—
vidual for that purpose;

(10) exercise those other functions that may be necessary

for the proper performance of its responsibilities.

* Sec. 4. AS 29.10.200 1is amended by adding a new paragraph to read:

(49) AS 29.71.040 (payments for purchases)

CSHB 422( ) -2-
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Sec. 5. AS 29.71 is amended by adding a new section to read:

Sec. 29.71.040. PAYMENTS FOR PURCHASES. Payments for purchases
by a municipality are subject to the requirements applicable to state
agencies under AS 37.05.285(a) - (d) and 37.05.285(f)(1) (2). This
section applies to home rule and general law municipalities. W hen
applying AS 37.05.285(a) - (d) and37.05.285(f)(1) - (2) to a munici-
pality, "state" and "state agency" are read as "municipality", and
"state official” is read as "municipal official".

Sec. 6. This Act does not apply to <contracts entered intobefore
1, 1988.
Sec. 7. This Act takes effect July 1, 1988.

-3- CSHB 422( )



STATE OF ALASKA
1988 LEGISLATIVE SESSION

BILL VERSION: CS«B 422
PUBLISH DATE:

FISCAL NOTE

REQUEST:

Revision Date:

Title: "an act, .payments for purchases.,
Fishing & Agr Bank.._municipalities.."”
Sponsor: Donley & Gruenberg

Requestor:

EXPENDITURES/REVENUES:

OPERATING FY 88 FY 89

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING

CAPITAL

REVENUE

FUNDING: {Thousands of Dollars)

GENERALFUND -0 - -0 -
FEDERAL FUNDS

OTHER

TOTAL -U - -0 -

POSITIONS:

FULL-TIME -0 - -0 -
PART-TIME
TEMPORARY

ANALYSIS : (Attach aseparate page if necessary)

Preparedby: JIj“ gasman, Deputy Director

(Thousands of Dollars)
FY 90

Agency Affected: community £ Regional
BRU:

Affairs

Components:.

FY 91 Fy 92 FY 93

phone. 465-4750

Division :  Municipal &Regional Assistance

Approved by Commissioner: MI/fad

Agency: Community & Regional

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

Affairs {/*

Date. 3/14/88

Date : 3“fV"‘
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MUNICIPAL

106 MUNIGPAL VAY, SUTE 301
(507 S-125 IUNEAU, ALASKA 99801

T0: Representative Henry Springer, Chair _ _
Members of the Community and Regional Affairs Committee

FROM: Scott A. Burgess, Executive DirectrfA/AN)
DATE: March 14, 1988
SUBJECT. HB 422 - Payment for purchases

The Alaska Municipal League opposes SB 422 because the imposition of the
state procurement code unduly restricts local autonomy.

HB 422 extends a portion of the state procurement code adopted for state
agencies last year to municipalities and school districts. The AWM
neither opposed or supported the state procurement code legislation
because it did not apé)ly to municipalities.” While only a portion of the
Proc,urem,ent code would "he made applicable to mun|C|PaI|t|es under this
egislation, municipalities, in general, oppose mandated and unnecessary
restrictions _on their operations, mcludmg* their ability to negotiate
contracts. This_ is supported by Article X of the Alaska Constitution. As
written, the legislation is also confusing.

The Alaska Municipal League is opposed to HB 422.

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSCCIATION OF COUNTIES
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IN THE HO.EE
GRKRHAMEBRLL N 42 ( )
IN THE LEHS AIURE OF THE STAIE - AAKA
HFTEENTH LEIS AILRE - FEOND N
ABLL
For an Ad entitled: A Ad relating to payments for purchases by public
corporations of the state, the Alaska Comerdal
Fishing and Agriculture Bak school districts, ad
municipalities; ad providing for an effective date."
B IT BNCIED BY THE LEAS ATURE - THE STAE OF AAKA
* Section 1 RRRCE  The purpose of this Adt Is to require nmunici-
palities, school districts, public corporations, ad the Alaska Comedal
Fishing and Agriculture Bk to pay for their purchases of goods ad ser-
vices in a timely manrer.
*Sc 2 A 1403 is avended by adding a new section to read:

Sec. 14.03.085. PAMINGS FIR RRHAES  Paynents for purchases
by a school district are subject to the requirements applicable to
state agencies under A5 37.05.285(@a) - (d) ad 37.05.285(f)(1) - (2.
W applying A5 37.05.285@@) - (d) ad 37.05.285(f)(1) - (2 to a
school district, "state" and "state agency" are read as "school dis-
trict”, ad "state official” is read as "school district official".
In this section, "school district” neas a borough school district, a
city school district, or a regional educational attendance area.

*Sc 3 /A 1408101 is avended to read:
Sc 14.08101. RFOMES Aregional school board nay
(1) sue ad ke sued;
() contract with the department, the Bureau of Indian
Affairs, or another [AY OHH school district, agency, or regional
board for the provision of services, facilities, supplies or

-1- GB4aA )
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utilities;

(3 determine its omn fiscal procedures including but not
limited to policies ad procedures for the purchase of supplies ad
equipment; except as provided by A5 14.03.085, the regional school
boards are exerpt from A 37.06 (Fiscal Procedures Act) ad A 36.30
(State Procurement Cock);

(4 appoint, corpensate and otherwase control all school
enployess in accordance with this title; these erployees are not
subject to A5 39.25 (State Personnel Act);

(5 adopt regulations governing organization, policies ad
procedures for the operation of the schools;

(6) establish, maintain, operate, discontinue axd covbine
schools subject to the approval of the commissiorer;

(/) recomed to the department projects for construction,
rehabilitation, axd inproenet of schools ad education-related
facilities as specified in A 14.11.010@), awd plan, design, ad
construct the project wen the responsibility for it is assuved under
£S 14.11.020;

(8 by resolution adoptedby a majority of all the neners
of the board ad provided to the commissioner of the department,
assure onnership of all land and buildirgs used in relation to the
schools in the regional educational attenc.ance area;

(9 provice housing for rental to teachers, by leasing
existing housing from a local agency or individual, or by entering
Into contractual arrangements with a local agency or individual to
lease housing that will be constructed by the local agency or indi-
vidual for that purpose;

(10 exercise those other functions that nay be nece
for the proper performence of its responsibilities.

CSHB 422( ) -2-
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*&c 4 /2910100 is arended by adding a new paragraph to read:

(49 A5 29.71.040 (payments for purchases)

*Sc 5 A 2071 is aveckd by adding a rew section to read:

Sec. 290.71.040.  PAMINIS KR RRIFASES  Paynents for purchases
by a municipality are subject tothe requirements applicable to state
agencies under /5 37.05.285(a) -(d) and 37.05.285(f)(1) - (2). This
section applies to hare rule and general lawv municipalities. W
applying /5 37.05.285@3) - (d) ad 37.05.285(f)(1) - (2 to a munici-
pality, "state" ad "state agency' are read as "municipality”, ad
"state official" is read as "municipal official".

* S 6. A5 37.05.285(f) is aveckd to read:

(f) In this section

(1) “dispute" nmeas a determination by the state official
responsible for authorizing the payments for the purchase of goods or
services that the performance orprice charged is not inconpliance
with the tems of the contract or purchase orckr;

() payert is considered nae an the date wen the payent
Is personally delivered to the seller or agent of the seller or an the
date the paymrent is mailed;

(3 “state agency" hes the neaning given in A5 37.05.400
ad also includes the legislative ad judicial branches, public corpo-
rations of the state, including the Alaska Railroad Corporation, ad
the Alaska Conmrercial Fishing and Agriculture Bank

* S 7. A 4240.920(b) is aveckd to read:

(b)) Unless specifically provided otherwise in this chapter, the
folloing lans b not apply to the operations of the corporation:

1 AL

Q) A 3015

@ AL

-3 - CSHB 422( )
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@ /S 3630, except as specifically provided in that
chapter;
5 £837.05 except as provided in A8 37.05.285;
© /83707
(7)) A 3710010 - 37.10.060;
© /83710085
© SIN
(10 /83725
1) A3
(1D /S 4462000 - 4462320
* 3¢ 8 This At does not apply to contracts entered into before
July 1, 1988
*Sc 9 This Adt takes effect July 1, 1983

CSHB 422( ) 4



STATE OF ALASKA
1988 LEGISLATIVE SESSION

REQUEST:

I%e\ilsmn Date:
Itle; "An acT,payments for _purcnases.
FIShIn? &A?r Bank, .municipalities.. 1
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Alaska 8>tate iOegtslatare

Pouch V
Stale Cxpitol
House of Representatives Jureau, Alaska 99811
Committee on
Community & Regional Affairs

TO: Rep. Henry Springer, Chairman HCRA
FROM: David C. Harrison, P.A., HCRA
REVIEW:

HB 422 "An Act relating to payments for purchases by public
corporations of the state, the Alaska Commercial
Fishing and Agriculture Bank, school districts, and
municipalities; and providing for and effective
date." Sponsors: Donley and Gruenberg

NSection 1. AS 14.03 1is amended to read by adding a new
section to read:

Sec. 14.03.085 PAYMENTS FOR PURCHASES. Payments for
purchases by a school district are subject to the
requirements applicable to state agencies under AS 37.05.285
(a) -(d) and 37.05.285(Ff)(1) - (2).

Comment: Present state statutes require agencies of the
state to pay contractors on time or pay the contractor
interest on the outstanding balance after 30 days. AS
37.05. and related sections of the law are attached. HB 422

would require school districts, municipalities to do

likewise.
*Sec. 2. AS 14.08.101 1is amended to read:

Sec. 14.08.101 POWERS. A regional school board may

&8 sue and be sued;
(2) contract with the department, the Bureau
of Indian Affairs, or another school district, agency, or

regional board for the provision of services, facitlities,
supplies or utilities;

(3) determine its own fiscal procedures
including but not limited to policies and procedures for the
purchase of supplies and equipment; except as provided by AS
14.03.085, (refers to the above new section as added) the
regional school boards are exempt from AS 37.05 (Fiscal
Procedures Act) and AS 36.03 ( State Procurement Code).

Comments: Sec. 2. AS 14.08.101 provides general recognized
legal conditions relating to contractual relations of school
boards. On line 3 through 1line 25 page 2 of HB 422 item 4

through (10) provides for conditions relating to contractual



relations between contractors and the school district.
Legal staff member who wrote up this bill indicated that
section relating to contractual relations with school boards

should be spelled out in law. Also certain sections of the
present statutes should be amended regarding payments for
purchases as it relates to school districts and

municipalities.

*Sec. AS 29.10.100 1is amended by adding a new paragraph to
read: (49) AS 29.71. (payments for purchases)
Sec. 4. AS 29.71 is amended by adding a new section to
read:

Sec. 29.71.040 PAYMENTS FOR PURCHASES. Payments by a
municipality are subject to the requirement applicable to
state agencies under AS 37.05.285(a) - (d) and

37.05.285(F) (1) -(2). This section applies to home rule and
general law muncipalities. When applying AS 37.05.285(a) -

(d) and 37.05.285(f)(1) - (2) to a municipality.

Comment: Specifically spells out municipalities being
required to abide by present purchase payments required of
the State of Alaska. The rest of this section relates to

payments as considered and defines "state agency"”

It is possible that Alaska Railroad Corporation and Alaska
Commercial Fishing and Agriculture Bank should not be
included within this bill. This bill specifically spells
out school districts and municipalities under state law.Sec.

6. AS 42.40.920.(b) is amended to read:

(b) Unless specifically provided otherwise in this
chapter, the following laws do not apply to the operations
of the corporation:

Comment: It is evident that some of the provisions of state
laws regarding state agencies purchase payments requirement
would not apply to municipalities or school districts as
given or spelled out in HB 422. Authors of this bill feel
it is important to have school districts and municipalities
pay their contractors in timely manner and that there 1is2

a definite need for payment of purchases to be done on a
uniform basis.
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DISTRICT ELEVEN «SPENARD
NORTHWOOD e SfENARD ¢ THOMPSON < TURNAGAIN < UPPER MIDTOWN < WINDEMERE

CHAIRMAN

LABOR AND COMMERCE
COMMITTEE

MEMBER
STATE AFFAIRS COMMITTEE
MR -7 HEALTH, EDUCATIONAL

DATE March A 1988 AN CIAL SERVICES COMMITTEF

T0: Members of the Community Regional
Affairs Committee

FROM: Representative Dave Donley

SUBJECT: HB 422, An Act Relating to Payments for
Purchases by Municipalities "and School Districts

HB 422, would require Municipalities and School Districts to pay for the
gurchases they make within 30 days or pay interest on the outstanding
alance due to the contractor.

Last year this legislative body passed a similar piece of legislation that
requires the State of Alaska to pay it's contractors on time or pay the
contractor interest on the outstanding balance after 30 days.

With the increasing amount of complaints | have received in my office |
felt it was necessary to introduce this piece of legislation.” With the
economy in the condition that it is it's crucial that we keep the money
that 1S owed to the small business on the "street" rather then in the
accounts of some local government. [ts not the job for the small business
to finance the local governments on the money they are owed.

Its clear and simple, if the moneY Is owed to the small business paY It
Just as they are expected to pay their billo on time so should the local
governments they do business with.

If you would like any additional information please don't hesitate to call
me or my legislative aide, Mark Begich at 465-3892.

ANCHORAGE OFFICE
3HL “C" STREET. SUITE 450 « ANCHORAGE. ALASKA 99503 « (907) 561-7629



REPRESENTATIVE DAVE DONLEY
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NORTHWOOD « SPENARD + THOMPSON + TURNAGAIN « UPPER MIDTOWN  WINDEMERE

FEB 18 198 CHAIRMAN

LABOR AND COMMERCE

COMMITTEE

MEMBER

STATE AFFAIRS COMMITTEE

HEALTH, EDUCATIONAL

DATE: February 9, 1988 AND SOCIAL SERVICES COMMITTEE

T0: Honorable Henry Springer, Chair

House Community and Regional Affairs Committee
FROM: Representative Dave Donley

SUBJECT:  Request for Hearing on HB 422, encouraging Municipalities
and School Districts to Pay for Purchases on Time

| am writin% to request that the Communit\{, and Regional Affairs Committee
schedule a hearing on HB 422, at your earliest convenience.

House Bill 422 encourages Municpalities and School Districts to pay for
Purchases in a timely manner.  Similar legislation is currently in effect,
or the State of Alaska, requiring interest to be paid to the contractor if
the purchaser was more than 30 days late.

In these times it's crucial that we have the money due to the contractor on
the "street" working rather then in the governments accounts.

Please contact me or m>[/,aide,_Mark Begich, at 3892 should you have any
questions or need additional information.

ANCHORAGE OFFICE
311 “C" TREET, SUITE 450 « ANCHORAGE, ALASKA 99503 « (907) 561-7629
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COMMITTEE:

HOUSE COMMUNITY & REGIONAL AFFAIRS

DATE: MON. March 14, 1988
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©§  HOUSE COMMITTEE REPORT@ % mr

Date referred: 2/3/88 FURTHER REFERRALS: Finance

oATE:  MAR U 1538

Community and
The Regional Affairs Committee has considered HB 429

"An Act relating to an optional exemption from municipal property
taxation."

RECOMMENDS: - \Y
[X] reptace with d S H B H (CRA] [7]1 the same title
[ 1 attached amendment(s) [ 1 anew title
tX do pass
do not pass
no recommendation

individual recommendations

additional referral to the Committee

ADOPTS: [ ] letter of intent

ATTACHES NEW FISCAL NOTE(s):

t ] fiscal impact [ ] same as previous fiscal note
zero fiscal note published
zero with analysis [ 1 same as previous zero fiscal

note published

SIGNING OTHER RECPMMENDATIONS:

(7 Cut-o

_ ‘ZUveullt

rACS 0 aHGe.

/ a/ 'STVt//9Es~w

Chairman®s signature (¢
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Original sponsor: Labor & Cooaerce Committee

COMMUNITY AND REGIONAL
COMMITTEE

IN THE HOUSE EE M
CS FOR HOUSE BILL NO. 429 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an optional exemption from munic-
ipal property taxation.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.45.050 i» amended by adding a new subsection to
read:

(1) A municipality may by ordinance exempt or partially exempt
from taxation real property fro* which all improvements are completely
removed if (1) no income is derived from the vacant property; (2) the
removal occur* after June 1, 1985» and (3) the removal includes n
residence or commercial structure that has been in place more than 30
years. An exemption under this subsection may remain ir. effect for no

sore than five year* and only while the property ueaainB vacant.
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[ " »
WORK DRAFT WORK DRAFT WORK DRAFT
429 5-1668X
(tuStkout- historical) Cook
3/7/88
Original sponsor: Labor & Commerce Committee
IN THE HOUSE
CS FOR HOUSE BILL NO. 429 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an optional exemption from munic—
ipal property taxation."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.45.050 1is amended by adding a new subsection to

read:

(@D A municipality may by ordinance exempt or partially exempt
from taxation real property from which all improvements are completely
removed if (1) no income is derived from the vacant property; (2) the
removal occurs after June 1, 1988 ; and (3) the removal includes a
residence or commercial structure that has been 1in place more than 30
years. An exemption under this subsection may remain in effect for no

more than five years and only while the property remains vacant.

1 CSHB 429¢ )



REPRESENTATIVE DAVE DONLEY

NORTHWOOD « SPENARD ¢ THOMPSON « TURNAGAIN  UPPER MIDTOWN + WINDEMERE
CHAIRMAN
LABOR AND COMMERCE
COMMITTEE
MEMBER
, STATE AFFAIRS COMMI TTEE
DATE: March 14, 1688 HEALTH, EDUCAT IONAL

. . . AND SOCIAL SERVICES COMMITTEE
T0: Representative Springer, Chair _ _
House Community and Regional Affairs Committee

FROM: Representative Dave Donley
SUBJECT:  CSHB 429, Response to David McCabe Letter

In reviewin% the letter that Mr. David McCabe sent to your committee | feel
that each of his concerns have been addressed in the committee subsitute

that you have before you.

Specifically{] In response to his concerns | have listed the questions and
statements he made in his letter with the appropriate response:

1. Athirty-five year old shed is removed, and a million-dollar farm is off
the tax rolls for tens years.

Answer:  On line 12 you will find the word "completely". The reason this
was added to ensure the example he brought up could not occur. If a
property owner would like to get an exemption they must have all the
Improvements removed.

2. Penny's buys the Alaska Stateba_nk_buildin%, incorporates it with the
store by a replat, removes the building and Fennys is home free for the
next ten years.

Answer:  On line 12 using the word "completely" on< again wil
this from happening. Once the replat is done the \ jerty wil
have improvements on it, thus lossing its exemption.

3. Athirty year old house is placed on and then removedfrom six lots in a
row (. or twenty) in a carefully orchestrated and documented progression,
and six ( or twenty) lots take a ten year vacation.

Answer; On line 14 we have used the words "in place" toPrevent this from
happening. |f the structure has not been " in place" onthe same lot for
more than thirty years it will not qualify.

protect
0

|
| once again

ANCHORAGE OFFICE
3111°C" STREET. SUITE 450 + ANCHORAGE. ALASKA 99503 « (907)561-7629



4. Downtown Fairbanks, from Third Avenue to Airport Road, is leveled except
for a few recent structures, and looks like Hiroshima The Morning After.
Graehl is a cabbage-patch and Lemeta a pasture.

Answer: I'm not sure if there is a answer for this question. | believe he
has made a statement of his concern that we will leave municipalities
leveled if we allow this exemption. | don't think we will need to worr%
about this for one main reason local governments will have control on the
enactment of the law and control over its use.

5. One man's new parking lot is tax free, and hisneighbor's parking lot is
assessed at a higher mill rate to make up for the loss. First man has a
ten Year advantage over the second in his operation. What is more, the
first man can sell his parking lot for more money because it costs less to
own,

Answer:  We had recognized this problem along with the Department of
Community and Regional Affairs and recommended the changes that you see on
line 13 of the second CS for HB 429 ( referredtoin you packets as 1.3 or
work draft 5-1668L, this is different then theCSyou  have adopted).

Mr. McCabe also had a few othei concerns in the last half of his letter
concerning the use of the word "improvement" and why can't local
governments use the enforcement of the nuisance ordinance to have these
structures removed.

The word improvement has an implied meaning, its a term that is used in the
appraisal industry and also with the municipal assessors to define any
taxable structure’

Regardln% the enforcement of a nuisance ordinance. Not all municipalities
have such ordinance's and the intent of this Ieﬁlslatlon is to have local
governments work with the community to remove these types of properties not
work in conflict with each other.

| hope that this memo answer the concers Mr. McCabe has brought to your
attention. Tf there is any additional questions please feel free to conact
me.



David T. M c¢c C abe

House B in «42y
REAL ESTATE APPRAISER

920 WEST 6TH AVENUE
Anchorage, Alaska 99501
(907) 272-6633

MARCH 5, 1986

Laoor & Commerce Committee;

Community & Regional Ht'tairs Committee;
Finance Committee :

Alaska House ot Representatives,
Juneau, Alaska.

This is written in comment on\louse Bill 429j) an Optional Exemption
From Municipal Property Taxation.

There is more mischief in this bill than in a tree full ot monkeys, ana
more disruption than a cycione. The precise aim ct tne bili is not apparent
from the information i nave, but apparently it is to encourage tne removal
OR old ana obsolete structures and so reduce the effects ct overouiioing.

The actual et'-rects ot tnis legislation would oe heavy shifts in tne
property tax Duraen, corripensation to property owners unrelated to tne vaiue
ot tne improvements removed or their obsolescence or their over-supply,
disruption ot neignoorhooas. thwarting the intent ot zoning ana development
plans, ana much else.

une can imagine some ot the scenarios:

1. A thirty-tive vyear old shea is removed, ana a miiiion-coiiar Rar-m
is ott the tax r-oiis tor- ten years. C ///cy-e. | *—

2. Penney's buys tne Hlaska Statebank building, incorporates it witn
the store by a repiat, removes the building—ana Penneys is nome Tree tor
ten years, f ft'i-c, / Z-))

3. A tnirty-year old house is placed on -ana then removed trorn- six
lots in a row tor {WeNty; in a carefully orchestrated ana documentea
progression, -ana Six tor twenty) lots take a ten-year vacation V(YA

4. Downtown Fairbanks, from Third Avenue to Airport Rosa, is ieveiiea
except f'or a tew recent structures, and looks iic.e Hiroshima Tne norm no
At'ter. Graehl is a caboage-patch and Lemeta a pasture. s’

5. One marr's new parking lot is tax -free, and his neighbor's parting
lot is assessed at a higher mill rate to make up tor the loss. First man
has a ten-year advantage over the second in his operation. What is more,
tne first man can sell his parking lot -for more money Decause it costs iess
to own. }

Tnese examples are only superficially facetious. Tne ingenuity ot man
would proouce ail ot tnese and many more. There are otner problems:. in
many communities tne recoro ot a property's age are not accurate. Tne
statute may not aetine ‘improvementl clearly enougn.

There is no connection between the size, value, relative abundance or
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9 * Section 1 A 2945050 is arexdkd by adding a new subsection to
D read: I
i () Amunicipality nay by ordinance eenpt or partially eemt
from taxation real property fromwhich all inproverrents are conpletely
removed if the removal (1) occurs after Jure 1, 1988 (2) includes a
residence that has been in place nore than 3 years; ad (3) is ap-
5 proved by the local historical district commission or entity designat-
e ed to senve as the commission under A5 2055010 or, if no local
i conmission exists ad no  designation has been nack, by the office of
B
B

Sl

history ad archaeology, division of parks, Department of Natural
Resources. A1 exenption under this subsection nay remain in effect
20 for o nore than 10 years ad only until a rew inproenet is oo
2 structed an the property or a trailer or nobile hone used as a resi-

22 dence Is placed on the property.
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IN THE HO.EE
G FKRHMEBALL ND 49 (
IN THE LE39 ATURE (- THE STAIE - AAKA
HFTEENTH LEI9 ATURE - SEEOND S9N
ABLL
For an Ad entitled: "An Ad relating to an optional exenption from munic-
Ipal property taxation.”
B IT BNCIED BY THELEKAS ATURE G- THE STAE - AAKA
* Section 1 AS2945.050 is arvedkd by adding a rewsubsection to
read.

(1) Amunicipality nay by ordinance eenpt or partially eenpt
from taxation real property framwhich all inproverents are conpletely
removed If  noinoone is derived fram the vacant property ad the
removal (1) occurs after June 1, 1988 (2) includes a residence or
commercial structure that hes been in place noe than 3 years, ad
(3 is approved by the assessor after consulting with the local his-
torical district conmission or entity designatedto serve as the
commission under A5 29.55.010 or, if no local conmission exists and o
designation has been medke, with the office of history and archaeology,
division of parks, Departrent of Natural Resources. Al exenrption
under this subsection nay remain in effect for no nore than five years
and only while the property remains vacant.

1 - CSHB 429 )



DAVID T. MCCABE
REAL ESTATE APPRAISER

920 WEST 6TH AVENUE
ANCHORAGE. ALASKA 99501
(907) 272-6633

MARCH 5, 1968

House Bill 42/

Labor & Commerce Committee;

Community & Regional Attains Committee;
Finance Committee:

Alaska House ot Representatives,
Juneau, AlasKa.

This is written in comment on an Optional Exemption
From Municipal Property Taxation,

Tr-.-e is more mischief in this bill than in a tree ruli ot monkeys, ana
more disruption than a cyclone. The precise aim ot tne bill is not apparent
mfrom the information i have, but apparently it is to encourage tne removal
of old and obsolete structures and so reduce the effects of overDuiioing.

The actual effects of this legislation would oe heavy shifts in tne
property tax duroen, compensation to property owners unrelated to tne vaiue
of tne improvements removed or their obsolescence or their oversupply,
disruption of neighborhoods, thwarting the intent of zoning ana aeveiooment
plans, and much else.

une can imagine some of the scenarios:

1. A thirty-five year old shed is removea, ana a mi liion-ooiiar farm
is off the tax rolls for ten years.

2. Penney™s buys the Alaska Statebank building, incorporates it witn
the store by a repiat, removes the building—and Fenneys is nome free for
ten years.

3. A thirty-year old house is placed on -ana then removea from- six
lots in a row (or twenty, in a care+ully orchestrated ana aocumentea
progression, -ana six tor twenty) lots take a ten-year vacation.

4. Downtown Fairbanks, from Third Avenue to Airport Road, is ieveiiea
except for a few recent structures, and looks like Hiroshima The Morning
After. Graehl is a cabbage-patch and Lemeta a pasture.

5. Q™ man's new parking lot is tax free, and his neighbor's parking
lot is assessed at a higher mill rate- to make up for the loss. First man
has a ten-year advantage over the second in his operation. What is more, -
the first man can seii his parking lot for more money because it costs iess
to own.

Tnese examples are oniy superficially facetious. The ingenuity of man
woula proauce ail of tnese and many more, There are other problems: in
many communities tne record of a property's age are not accurate. Tne
statute rriay not aefine uimprovement" clearly enougn.

There is no connection between the size, value, relative aounaance of



the improvement”, or me cost ot removal, on one hana, ana the size .« the
benefit removal wouia confer on the property owner, on the otner,

Legislators need not pass this Dill to imagine the resentment ot aii
the unbenetited taxpayers.

It snouia aiso oe noted that not all oid Duildings are unsouna, ana
some 0t the newest buildings are obsolete because ot size, layout, tunction
or location. This biii would encourage the removal ot souna tunctionai
oiaer structures, but would tend to preserve newer problem Duiiaings.

In snort, House Biil 429 is a perfect illustration ot my tamer's
famous dictum that “There's a Problem for Every Solution.It is cieariy a
“Don't Pass."

Municipalities can nanale any problems of substandara structures
through enforcement of nuisance ordinances. They can aiso pay for or
subsiaize removai o improvements by specific direct suosidies, if tney fee
tnat is in tne public interest. That way the expense to the general c-uoiic
wouid be in relation to tne cost of benefiting the same puoiic.

Yours very truly.

David |. McCabe



REPRESENTATIVE DAVE DONLEY

DISTRICT ELEVEN «SPENARD (@4539
NORTHWOOD * SPENARD + THOMPSON + TURNAGAIN  UPPER MIDTOWN * WINDEMERE

CHAIRMAN-

LABOR AND COMMERCE

COMMITTEE

MEMBER

. STATE AFFAIRS COMMITTEE

DATE: March 14, 1988 HEALTH. EDUCATIONAL

. . . AND SOCIAL SERVICES COMMITTEE
T0: Rel_Presentatlve_Sprlnger, Chair . .
ouse Community and Regional Affairs Committee

FROM: Representative Dave Donley
SUBJECT:  CSHB 429, Response to David McCabe Letter

In reviewinc}; the letter that Mr. David McCabe sent to your committee | feel
that each of his concerns have heen addressed in the committee subsitute
that you have before you.

Specificall% In response to his concerns | have listed the questions and
statements he made in his letter with the appropriate response:

1. Athirty-five year old shed is removed, and a million-dollar farm is off
the tax rolls for tens years.

Answer:  On line 12 you will find the word "completely". The reason this
was added to ensure the example he brought up could not occur. If a
property owner would like to get an exemption they must have all the
Improvements removed.

2. Penny's buys the Alaska Statebank_building, incorporates it with the
store by a replat, removes the building and Pennys is home free for the
next ten years.

Answer:  On line 12 using the word "completely” once again will protect
this from happening. Once the replat is done the property will once again

have improvements on it, thus lossing its exemption,

3. A thirty year old house is placed on and then removedfrom sixlots in a
row (.or twenty) in a carefully orchestrated and documented progression,
and Six ( or twenty) lots take a ten year vacation.

Answer, On line 14 we have used the words "in place” toPrevent thisfrom
happening. |f the structure has not been " in place"” onthe same lot for
more than thirty years it will not qualify.

ANCHORAGE OFFICE
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4. Downtown Fairbanks, from Third Avenue to Airport Road, is leveled except
for a few recent structures, and looks like Hiroshima The Morning After.
Graehl is a cabbage-patch and Lemeta a pasture.

Answer. I'm not sure if there is a answer for this question. | believe he
has made a statement of his concern that we will leave municipalities
leveled if we allow this exemption. | don't think we will need to worrK
about this for one main reason local governments will have control on the
enactment of the law and control overits use.

5. One man's new ﬁarklng lot is tax free, and hisneighbor's parking lot is
assessed at a higher mill rate to make up for the loss. First man has a
ten Year advantage over the second in his operation. What is more, the
first man can sell his parking lot for more money because it costs less to
own,

Answer.  We had recognized this problem along with the Department of

Community and Regional Affairs and recommended the changes that you see on
line 13 of the second CS for HB 429 ( referredtoin you packets as 1.3 or
work draft 5-1668L, this is different then theCSyou have adopted).

Mr. McCabe also had a few other concerns in the last half of his letter
concerning the use of the word "improvement" and why can't local
governments use the enforcement of the nuisance ordinance to have these
structures removed.

The word improvement has an implied meaning, its a term that, is used in the
appraisal industry and also with the municipal assessors to define any
taxable structure.

Regardln% the enforcement of a nuisance ordinance. Not all municipalities
have such ordinance's and the intent of this legislation is to have local
governments work with the community to remove these types of properties not
work in conflict with each other.

| hope that this memo answer the concers Mr. McCabe has brought to your
attention. If there is any additional questions please feel free to conact
me.
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STEVE COWPER, GOVERNOR

Ky

REFT. OF COMMUNITY & REGIONAL AFFAIRS O p.0.B80X8

JUNEAU. ALASKA 99811-2100

OFFICE OF THE COMMISSIONER / PHONE: (07 4o 4700

] 949 E. 36TH AVENUE. SUITE 400
ANCHORAGE. ALASKA 99508-4302
PHONE: (907) 563-1073

March 9, 1988
POSITION PAPER

RE: CS for House Bill 429

SPONSOR: Labor and Commerce Committee
Departmental Position: Non-objection
Comments

The Department has worked with Jlegislative staff and resolved

any serious concerns we had with House Bill 429. At this
juncture, we see both positive and negative facets within the
concept of the bill. On the negative side, we can see that the
administration of the proposed exemption would <create some
problems for municipalities, and that any exemption granted
would narrow a municipality®s tax base and shift the tax burden
to all remaining taxpayers. Our position regarding such

concerns is that if the benefits accuring to a community as a
result of granting exemptions of the type contained in CSHB 429
are greater than the cost to the taxpaying public of shifting
the tax burden and administering the exemptions, they should be
granted.

We think it 1is reasonable to assume the benefits afforded by the
bill could prove to offset those <concerns. The bill could
provide for blighted areas of certain municipalities to be
substantially improved, and, at the same time, cause the removal
from the rental and sales marketplace of structures which at the
present time are overabundant, thereby helping to bolster the
real estate market in some communities, /tfor these reasons, the
Department has take a position on non-ob7e/tion"ptf? CsyhjAyA29.

Commissioner
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HOUSE LABOR AND COMMERCE COMMITTEE

Al ACI'A CTATT 1rr>ir'l a-t-it

HB A29 ( sponsored by the Labor and Commerce Committee )
"AN ACT RELATING TO AN OPTIONAL EXEMPTION FROM MUNICIPAL PROPERTY TAXATION"

HB 429 gives local governments the ability to determine if they would like
to give a full or partial proge[ty_ tax exemption for propert* owners that
remove unsafe, deteriorating ouildings with no historical value from their

property.

The buildings must be at least 30 years or older. The exemption would only
last as long as the land was not developed or up to 10 years.

The local governments would decide by ordinance the guidelines of the
program.



B N<reviw Y . V. IAVM \ ANV

(f) V& 9o0>f

Alaska “»tate fficgialature

Pouch V
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House of Representatives Juneau, Alaska 99811

Committee on
Community & Regional Affairs

TO: Rep. Henry Springer, Chairman HCRA Mar. 2. 1988

FROM: David C. Harrison, P.A., HCRA iuM -~

SUBJECT: Bill Review - HB 429
"An Act relating to an optional exemption from municipal
property taxation.”™ [H L&C Cctimittee]

NSection 1. AS 29.45.050 is amended by adding a new subsection to
read:

(1) A municipality may by ordinance exempt or partially
exempt from taxation real property from which an improvement that
is more than 30 years old has been removed if the removal occurs
after June 1, 1988. An exemption under this subsection may remain
in effect for no more than 10 years and only until a new
improvement is constructed on the property.

CCX ENTS: This is one more type of exemption whereby municipalities
may exempt or partially exempt certain "conditional" property that would
need to be tom down and replaced. If removed under municipal exemption
the land property tax payments may be lowered until such a time as the
property is improved structurally.

It is not known just what costs would be involved to the municipality
through its exemption of such property; however, the municipality could
proceed with caution regarding the amount of exemptions for such type of
property. The exemption under this subsection may not remain in effect
more thin iO years.

571 Af-t w b
It is more likely that this type of legislation would encourage owners
to remove old type property rather than let is sit around and remain in.
condition as stated herein.
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For an Ad entitled: Az Aa relating to an optional exenyption from nunic-

ipal property taxation."

B IT BNVCIED B THE LEFHS AIURE G- THE STAIE OF AAKA
* Section 1 A5 2945050 is aveckd by adding a new subsection to

read:

Q) Amunicipality nay by ordinance exenpt or partially exen
from taxation real property fromwhich an inprovenent that is a resi-
dence ad hes been in place noe than 3 years is removed if the
removal (1) occurs after June 1, 1983 ad (2 is approved by the
local historical organization or, if no local organization exists, by
the office of history and archaeology, division of parks, Departrrent
of Natural Resources. A exenytion under this subsection nay remain
in effect for o nore than 10 years and only until a rew inprovenent

IS constructed on the property.

1 - CSHB 429 )
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1980 PUBLIC ACTS 1980-No. 450

Condlllonal eflective date.

Section 2 This amendatory act shall not take effect unless Senate Bill No.
1216 of the 1950 regular session of the legislature is enacted into law.

This act is ordered to take immediate effect.
Approved January 15,19S1. i

Gngler* ot Shiir Bll So 1216 referred toinSation 2 948 tpproved by the Goamrdl anJinuSyy 151061 ed becare
PA /D0 O Ind Hl Jn15 & by

[No. 450]

prevent urban deterioration and encourage economic develop-
ment and activity a >d to encourage neighborhood revitalization and historic
preservation: to pros ide for the establishment of tax increment finance authorities
and to prescribe their powers and duties: to authorize the acquisition and disposal
of interests in real and personal property: to provide for the creation and
implementation of development plans: to provide for the creation of a board to
govern an authority and to prescribe its powers and duties; to permit the issuance
of bonds and other evidences of indebtedness by an authority; and to permit the
use of tax increment financing.

The People of the State of Michigan enact:

1251801 Definitions. [M.S.A. 3.540(201)]

Sec. 1 As used in this act:

(@) “Authority" means a tax increment finance authority created pursuant to
this act.

(b) "Authority district" means that area vithin which an authority shall
exercise its powers and within which 1or more development areas may exist.

(c) "Board" means the governing body of an authority.

(d) "Chief executive officer" means the mayor or city manager of a city, the LjeT
president of a village, or the supervisor of a township. "M

(e) “Development area" means that area to which a development plan is
applicable.

(f) "Development area citizens council” or "council" means that a d viso ry\
body established pursuant to section 20.

(g) "Development plan" means that information and thjse requirements for
a dev elopment set forth in section 16. L

() Development program” means the implementation of the development
plan.

0} "Governing body" means the elected body of a municipality having
legislative powers.

() "Municipality” means a city.

(k) "Public facility” means 1 or more of the following: |

(i) A street, plaza, or pedestrian mall, and any improvements to a street,
plaza, boulevard, alley, or pedestrian mall, including street furniture and beautifi* r'agff
cation, park, parking facility, recreation facility, playground, school, library,
public institution or administration building, right of way, structure, waterway,
bridge, lake, pond, canal, utility line or pipeline, and other similar facilities and.yjfc&Mv



