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MUNICIPALITIES.]

21 Sec. 5. AS 29.45.700 is amended by adding a new subsection to read:

3; (d) The assembly may by ordinance authorize a city to levy
collect sales and use taxes on other sources except purchases made
with food coupons, food stamps, or other type of certificate issued
under 7 U.S.C. 2011 - 2025 (Food Stamp Act) and purchases of tickets,

70 chances, bingo cards, or pull-tabs 1in a lottery, raffle, bingo game,

pull-tab game, or other game of chance licensed under AS 05.15. This

subsection applies to home rule and general law municipalities.
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Analysis of proposed bill for "an Act relating to
the enforcement of municipal property, sales and use

taxes™

Summary

The principal objective of the bill is to eliminate the
apparent super-and-retroactive-priority current law accords to
personal property, sales and use tax liens - according such
liens, instead, the status and relative priority of an
attachment lien but without necessitating the municipality®s
bringing an action and having the property seized (as are
necessary in the case of attachment) as a condition to
acquiring and perfecting the liens. In place of the notice
imparted by seizure of the property under attachment process,
the bill allows notice to be given by the municipality®s
unilateral filing or recording of a notice. (In the case of
personal property taxes, Tfiling is made available as an
alternative to the municipality®"s existing right also to seize

the property unilaterally, and then to sell it, without any

judicial proceeding, A.S. 29.45.310.)

Analysis

Section 1

A.S. 29.45.290-500 are classified as a separate Article

of A.S. 29.45. Though the Article 1is now captioned



"Enforcement of Property Tax Liens"™, the sections it comprises
are broader in scope, since they al"so address personal
liability for property taxes. This section of the bill would
change the title of the Article to disclose more accurately its
scope: "Enforcement of Property Taxes".

Section 2

A.S. 29.45.300, though captioned "Tax Liability",
currently address speaks to tax liens [Subsec.(b)] as well as
liability [Subsec.(a)]- This section.of the bill would amend
8300 to confine it to the subject of tax liability, leaving to
a new section of the code (A,S. 29.45.305 - Section 3 of the
bill) the subject of the lien security for tax obligations.

A.S. 29.45.300(a) currently provides that "the owner of
assessed personal property is personally liable for the amount
of taxes assessed against the property."” Except in the case of
business inventories, property"s taxable status 1is determined
as of January 1 of each year. [A.S. 29.45.110(a) and (b).] It
is not clear whether the "owner"™ who is liable for payment
under current 8300(a) is A (who owns the property when it
became taxable), B (who bought the property from A
subsequently), or both. The amendment makes it clear that A,
not B, is personally liable [8&300(a)(l) and (2)]; and that if A
is more than one person, all As are jointly and severally

liable for payment [&300(b)].



The amendment [8300 (a)(3)] also states forthrightly the
current, but obliquely stated rule that there 1is no personal
liability for the payment of real property taxes except as to
those on mobile homes and certain limited interests in realty
[current &320], As to those exceptions, the amendment provides
that it is the owner on January 1 (i.e., "A"™) who is personally
liable, and that the municipality may elect either to enforce
the owner®"s liability or its preferred real property tax lien,
but may not elect to do both.

The amendment provides [8300(c)] that an owner"s
liability may be established by action; :hat the municipality
may enforce its lien (by distraint) without bringing such an
action, may bring such an action without losing its distraint
remedy or in aid of its distraint remedy, and/or may bring the
action for the further purpose of foreclosing (other than by
distraint and sale) 1its tax lien.

Section 3

As noted, this section of the bill would enact a new code
section, A.S. 29.45.305, to create and define the lien for
property taxes. The new 8305 would replace - and as to

personal property tax liens, would substantially amend -

current 800(b).

The new 8305(a) would leave unchanged current law

respecting the existence and priority of real property tax

liens.



The new &8305(b) would grant the municipality a lien for

unpaid personal property taxes which attaches when, and has

priority over interests others may acquire 1in the subject

property after, the municipality has given notice of its clainm

to the property.
Notice can be given by the municipality in either of two

ways: by having the property seized pursuant to its right of
distraint [A.S. 29.45.310], or by filing notice of its clainm.

A lien obtained first by filing notice can be enforced without

action - by subsequent distrained anu sale of the described
property - or pursuant to action, as the municipality may
choose.

The effect of the amendment, then, 1is to repeal current
i

law insofajr as it appears to give the municipality"s lien for

property taxes priority over persons who acquired

I
interests without notice that there was any lien (or unpaid

personal

tax); but to give the municipality a means of assei :ing and

perfecting a lien, without having to distrain, by Tfiling

notice. It integrates the tax lien with the law governing

consentual security interests (Article 9 of the Uniform
Commercial Code, A.S. 45.09).

Section 4

This section would amend A.S. 29.45.320 to make 1its

provisions conform to the new 88300 and 305.



Sections 5 and 6

These sections would amend cu”~ient law respecting sales
and use tax liens by repealing the current statutory authority
for such liens [A.S. 29.45.650(e)], stating that authority in a
new and expanded &29.45.655.

New &8655(a) would give a municipality clear authority -
as current law does not - to assert a lien against property of
a seller who does not collect or remit a sales tax. The law
currently allows a municipality to provide for a lien "to
secure payment of a sales and use tax". As such taxes are
typically imposed on buyers, it is questionable whether the
current law is of any help to the municipality in enforcing the
obligations of sellers to collect and remit the tax. The
amendment redresses that problem.

New &55(b) would allow the municipality to decide what
property - realty, tangible personalty, both - to subject to
the lien and the procedures by which it is to determine when to
assert the lien.

New &655(c) would provide that the sales-use tax lien,
like the personal property tax lien under new 8305(b), attaches
when notice.of the municipality®s claim is given. Since
distraint is not available in respect of sales or use taxes,
notice of the sales-use tax lien is given by filing (or in the

case of real property, recording) written notice.



New &55(d) would provide the lien the same relative
priority as the lien for personal property taxes, a priority
determined by the time the lien arises by virtue of the notice
filed (or recorded). It also provides (as current law does
not) how the lien is enforced. Again because distraint and
sale are not available in respect of sales and use taxes,
enforcement is by judicial foreclose - < sale of the property

pursuant to a judgment establishing the liability of the buyer

or seller.
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T0: Senate C&RA Members Feb 9, 1988
FROM: Senate C&RA StaffArJ/AA

RE: CSSB 282 (C&RA) - "An Act relating to municipal sales and
USE TAXES."

Under existing law (29.45.650(e)] municipalities may place
LIENS ON REAL OR PERSONAL PROPERTY TO SECURE PAYMENT OF SALES
AND USE TAX. THIS ABILITY IS NEW, ADDED UNDER THE TITLE 29
REVISION TWO YEARS AGO.

The section was added to Title 29 in response to a Fairbanks
COURT CASE IN WHICH THE JUDGE RULED THAT MUNICIPALITIES DID
NOT HAVE THE POWER TO PLACE SUCH LIENS. THE TITLE 29
TECHNICAL COMMITTEE AT THE TIME RECOMMENDED THAT SUCH LIENS
HAVE THE FORCE OF JUDGEMENT LIENS, HOWEVER, ALSO ADDED AT THAT
TIME WAS A SENTENCE THAT GAVE SUCH LIENS PRIORITY OVER OTHER
LIENS, EXCEPT FOR PROPERTY TAXES AND SPECIAL ASSESSMENTS.

This priority conflicts with 34.36.060 with gives labor liens
FIRST POSITION AND MORTGAGES SECOND POSITION. ACCORDING TO
REPRESENTATIVES OF THE HOME MORTGAGE INDUSTRY, INCLUDING AHFC,



THIS PRIORITY FOR SALES TAX LIENSCOULD CAUSE MAJOR
DISRUPTIONS IN THE HOME MORTGAGE INDUSTRY AND RAISE INTEREST

RATES.

SB 282 WOULD ALTER  THIS PRIORITY. THE PROPOSED CS GIVES  SALES
TAX LIENS PRIORITY OVER ALL OTHERLIENS EXCEPT (1) LIENS FOR
PROPERTY TAXES AND SPECIAL ASSESSMENTS,* AND (2) LIENS THAT
WERE PERFECTED BEFORE THE RECORDING OF THE SALES TAX LIEN FOR
AMOUNTS ACTUALLY ADVANCED BEFORE THE RECORDING OF THE SALES
TAX LIEN.

This draft was developed with the assistance of Tom Boedeker,
Municipal Attorney for the Kenai Borough, and Wes Coyner,
LOBBYIST FOR THE BANKING INDUSTRY. Mr . BOEDEKER, WHO HAS TAKEN
THE LEAD FOR THE MUNICIPALITIES ON THIS ISSUE, WOULD PREFER

TO LIMIT THE PRIORITY TO PROPERTY TAXES, SPECIAL ASSESSMENTS,
AND PRIOR RECORDED MORTGAGES, TRUbT DEEDS, AND LAND SALE
CONTRACTS; BUT HE BELIEVES THE PROPOSED CS 1S REASONABLE AND
TECHNICALLY CORRECT.

Both gentlemen will be at the committee to testify. The CS
HAS A ZERO FISCAL NOTE FROM THE DEPARTMENT OF COMMUNITY AND

Regional Affairs.
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ALASKA BANKERS ASSOCIATION

December 15, 1987

Draft Position Paper For Amending Alaska Law Relating To Liens
For Sales, Use And Personal Property Taxes.

Brief History of Municipal/Borough Priority Tax Lien Issue

Local government entities have experienced difficulty in collecting
unpaid sal.es, use and personal property taxes for a number of years.
During the 1970°s various nunicipalities enacted laws to establish
sales tax liens as a means of collecting unpaid taxes; however, in
1980 the Alaska State Supreme Court ruled that municipalities which
levied sales and use taxes had no authority to assert a lien for
unpaid taxes except through the normal judicial process. The Supreme
Court said further that authorization of such liens "should be
addressed by specific legislation rather than by municipal, or judi—
cial fiat".

In 1983, legislation was proposed that would have given boroughs and
municipalities a sales tax lien with the full force, priority and
duration of a judgement lien; however, this legislation did not become
law. When this legislation became law in 1985, the provision that the
sales tax obtain an attachment lien was changed in the final draft to
give the lien a priority; a priority over all other liens including
mortgages, security interests, judgement liens, and the claims of
anyone who claims an interest in either real or personal property.
This change from the initial version of the 232 page Municipal Code
Revision, and the full impact this change was not observed by the
banks, the title companies, nor other affected parties. Only when
some of the boroughs and municipalities began enforcing their new
priority lien, was its significant impact realized.

No Other Tax Lien Has Such A Priority

Not even the State of Alaska, nor the Internal Revenue Service, have
such a priority lien. Real property taxes have a clear priority over
all other interests. But the real property tax is a charge against
the property itself and real estate is immobile. All who deal with
real estate know it is subject to annual taxationby a single

authority. The lien amount can be readily determined and a reserve
fund established to ensure its payment. This 1is not possible with a
sales tax or a tax on personal property. It is patently unfair that,

under present law, a lender can make a loan secured by real or per—
sonal property with all taxes or liens current and have a subsequent
lien uue to wunpaid taxes at soma future date preempt the position.

There is no way for a lender to protect itself from this kind of

action.



Page 2.

Existing Law Is Not Specific Mho Mast Pay - It Is Aimed At Everybody

The priority lien provision A.S. 29.45.650(e) gives broad authority to
municipalities/boroughs to exact payment from prior lienholders who
had nothing to do with the transaction than gave rise to the tax and
also to innocent buyers who pay the tax to a seller and then the
seller fails to remit the proceeds to the municipality. The priority
lien law goes further; it authorizes a municipality to assert a lien
on any property of the buyer and it accords that lien a priority over
any other lien.

Personal property 1is highly mobile and can be readily moved frcm
district to district. There is no means of knowing that it is subject
to a sales or use tax lien nor any way to determine the amount.

Does an individual now have to call local government to find out if a
local auto dealer has remitted all sales tax collected and paid his
personal property taxes? Under this law he does or he can lose the
automobile, and the lienholder will also lose its lien. |In effect, the
priority tax lien requires an innocent third party to guaranty tax
payments to a municipality or a borough.

A lender relies on the information available at the time a loan Iis
made and then relies on its priority lien to protect it over the term
of its loan. Permitting a higher priority lien long after a loan is
made and over which a lender has no knowledge or control to erode its
safety margin 1is unfair. It will also have an effect on secondary
financing by outside investors and could eventually impact AHFC and
AIDA programs as existence of the priority lien becomes known.

Existing Law Is Unclear

It appears that this outcome is not what the drafters ofthe priority
lien provision wanted. What is wanted is authority for a lien on the
seller™s property to secure the seller"s obligation to remit the taxes
collected, yet the only authority the present statute grants is for a
lien to secure payment of the tax, a liability of the buyer. It is
now clear that a revision is needed in this new law to better describe
who has the tax obligation and what is a fair priority for a lien on a
violator®™s property.

It is not contended that municipalities and boroughs with sales and

use taxes should not have the authority to assert liens; however, that

authority should be oonfined to asserting the lien against property of

the violator and the lien"s relative priority over other 1innocent

g!?igants should be determined by the date notice of the lien 1is
iled.



Page 3

Proposed Ccmpranise Amendment

At a November 13/ 1987 meeting between the Alaska Bankers Association
and attorneys for the Alaska Municipal League, a compromise solution was
recommended. Hie municipalities and boroughs would give up the 1985
priority lien position in exchange for a sales and use tax lien which
is the equivalent of an attachment lien but without the need of first
bringing suit. Hie municipalities and boroughs could also obtain a
priority lien on the seller®"s business assets to secure the seller”s
obligation to collect and remit sales tax. A priority lien could be
achieved on all additional or future advances but only after giving
legal notice to senior lienholder(s) that sales and/or use taxes are
due and unpaid. A simple lien search will reveal if a senior
lienholder exists and its address. This priority lien on commercial
financing of business assets (i.e. accounts receivable and inventory)
is similar to the lien priority that can be obtained by the Internal
Revenue Service and offers the senior lienholder(s) the option of
either declining further advance requests or insuring that sales or
use taxes are paid. It also elevates concern for remitting local tax
payments to a much higher level for local businessmen. The Alaska
Bankers Association finds this type of compromise acceptable.

Summary

The 1985 statute authorizing a priority lien for municipal sales and
use taxes, as it now exists, is an onerous law and goes beyond what is
reasonable and fair. With a single last minute word change, local
government gained the power to assert is lien on any property of any
innocent buyer (a consumer who purchased in good faith and paid his
tax) and it can place a secured creditor in a subordinated position
without notice, without knowledge, and even though he had no part in
the taxable transaction. Further, the municipalities and borough
governments did not achieve a very good vehicle to collect fran the
real potential violator, the seller who fails to remit taxes
collected.

The Alaska Bankers Association does not believe there should be no
authority for sales and use tax liens. However, such a law should be
worded carefully to restrict the lien to only property of the violator
and lien priority to other innocent lienholders should be based on
date notice is filed. This law should treat all parties in commerce
equally and offer an opportunity to do business without a surprise. A
provision that permits a priority lien against subsequent advances
after direct notice to a secured party seems fair and should go far in
solving the delinquent sales and use tax problems the boroughs and
municipalities have experienced.

JW3-5.1/3
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Sec. 34.35.000. Priorities, (a) Except as provided in (c) of this
section, an encumbrance which is properly recorded shall be preferred
to a lien created under AS 34.35.050 — 34.35.120 unless ihe claim of
lien under'AS 34.35.070 or notice of right to lien under AS 34.35.064
has been recorded before the encumbrance. The preference granted for
a prior mortgage or deed of trust under this section applies without
regard to when the sums are disbursed or whether the disbursements
arc required under the terms ofa loan agreement.

(b) [Repealed, S 19ch 175SLA 1978

(c) A lien created by AS 34.35.050 — 34.35.120 in favor of an
individual actually performing labor upon a building or other
improvement in its original construction or of a trustee ofan employee
benefit trust for those individuals is preferred to a prior encumbrance
upon the land on which the building or other improvement is
constructed.

5 34.35,(10(1 i'nnrr.iitv < :tr. tifiti

(d) In enforcing the lien, the building nr oilier improvement may he
Rold separately from the land. When sold separately, lhe porih.eer
mny remove the building or other improvement within a reasonable
time after the sale, not to exceed 30 days, upon the payment to the
owner of the land of a reasonable rent for its use from the date of its
purchase to the time of removal. If removal is prevented by legal
proceedings, the 30 days does not begin to run until the final
determination of the proceedings in the court of CIr't r<=oit. or in the
appellate court if appeal is taken. f§ 26-1-3 ACLA 191P. am f 1ch
111 SLA 1953; am 5 1ch 7 SLA 1955; am iJ 2. 3. 19 rh 175 SLA
1978)

NOTES TO DECISIONS
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5-11163
Bradley
5/12/87
Original sponsor: Community and Regional
Affairs Committee
IN THE SENATE
2
CS FOR SENATE BILL NO. 282 ( )
3
IN THE LEGISLATURE OF THE STATE OF ALASKA
4
FIFTEENTH LEGISLATURE - FIRST SESSION
5
A BILL
6 _ _ .
For an Act entitled: ".An Act relating to municipal sales and use taxes."
7
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
8
* Section 1. AS 29.45.650(e) 1is amended to read:
9
(e) A borough may provide for the <creation, recording,
10
notice of a lien on real or personal property to secure the payment of
11
a sales and use tax, and the interest, penalties, and administration
12
costs in the event of delinquency. When recorded, a lien authorized
13
under this section has priority over other [liens except those for
14
property taxes”™ [AND] special assessments, and prior recorded mort—
15
gages, trust deeds, and land sale contracts. This subsection applies
16
to home rule and general law municipalities.
17
* Sec. 2. AS 29.10.200(42) 1is amended to read:
18
(42) AS 29.45 ,650 fc), (d), (e), and (Ff) (sales and use tax)
19
20
21
22
23.
1
24
25
26
27
28
29

-1- CSSB 282( )

and



0Td DIF
roUuly SIAIt CAIlIOI

-I-IBI H J i O M T M JUNIS(L)J/.ggSaKﬁHII

LEGISLATIVE AFFAIRS AGENCY

MEMORANDUWM May 11, 1987
SUBJECT: State sales and use tax

TO: Senator Sturgulewski /
FROM: Michael F. Ford {fl " i

Legislative Counsel

You have asked if there are any states that provide by stat—
ute that a tax on sales or use has a lien priority over a

prior recorded mortgage. After examining the statutes of
all fifty states 1 have concluded that no state has estab—
lished such a priority. While it is not uncommon for a tax

lien to have priority over subsequently recorded mortgages,
a prior recorded mortgage would take priority over a subse—
guent tax lien.

Please contact me if you have further question.

MFF:csh
C8/029
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84.56.400 PROPERTY TAXES

action of the assessor was not correct, it shall issue a supplementary roll
including such corrections as are necessary, and the assessment and levy
shall have the same force and effect as if made in the first instance, and
the county treasurer shall proceed to collect the taxes due on the supple®
mentary roll.

Amended by Laws 1965, ch. 93, § 2; Laws 1970, Ex.Sess., ch. 55, § 13, eff. July 1,
1970; Laws 1975, 1st Ex.Sess., ch. 160, § 1.

received tax statements covering proper-
ties that qualified for exemption under
Ch. 40, Laws of 1973, 2nd Ex.Sess. Op.
Atty.Gen.1974, No. 6.

Effective date—Laws 1970, Ex.Sess.,
ch. 55: See Historical Note following
§ 84.36.050.

Attorney General’s Opinions

Remedy provided in this section as

available to taxpayers who, during 1974,

CHAPTER 84.60- LIEN OF TAXES

84.60.010. Priority of tax lien

All taxes and levies which may hereafter be lawfully imposed or assessed
shall be and they are hereby declared to be a lien respectively upon the real
and personal property upon which they may hereafter be imposed or
assessed, which liens shall include all charges and expenses of and concern—
ing the said taxes which, by the provisions of this title, are directed to be
made. The said lien shall have priority to and shall be fully paid and
satisfied before any recognizance, mortgage, judgment, debt, obligation or
responsibility to or with which said real and personal property may become
charged or ligble. . \
Amended by Laws 1969, Ex.Sess., ch. 251, § 1

Notes of Decisions er. In re Electric City, Inc. (Bkrtcy.

iw 1w

1984) 43 B.R. 336.
L I General )

Washington personal property lien
statute (8 84.60.010 et seq.) provides
taxing authorities with three remedies
for nonpayment of personal property
taxes: enforcement of a statutory lien
on specific items of property charged;
enforcement of statutory lien on other
personal property owned by the same
taxpayer; and enforcement of a statu-
tory lien on taxpayer’ real property. In
re Electric City, Inc. (Bkrtcy.1984) 43
B.R. 336.

3. Construction and
O peration of Statute

Under this chapter, the owner of per-
sonal property is personally liable for
taxes assessed, whereas with real es-
tate, taxes attach to the property and
are nota personal obligation of the own-

84.60.020. Attachment of tax liens

Enforcement and Discharge
of Tax Lien

Where a descry .iun of property in tax
foreclosure m<rely indicates that the
subject proper .y is part of a larger tract,
without greater certainty, that descrip-
tion is not sufficient and subsequent
foreclosure is void. Wenatchee Recla-
mation Dis:. v. Mustell (1984) 102
Wash.2d 8, 102 Wash.2d 721, 684 P.2d
1275.

5 —

Provisii n of this section granting “su-
perpriori .y” to tax liens does not provide
for the perfection of a personal property
tax lien by relation back as provided for
mechanics or materialmen and secured
creditors. In re Electric City, Inc.
(Bkrtcy.1984) 43 B.R. 336.

Priority of Liens

The taxes assessed upon real property, including mobile homes assessed
thereon, and other mobile homes as defined in RCW 82.50.010 shall be a
lien thereon from and including the first day of January in the year in

Is-1»-

u«ll a Lt

£"uVv .

PROPERTY TAXES

which they are levied t
or vendor and the grai
mobile home, when th
taxes thereon due ant
contract to <ll, the
proportion of such taxc
the sale or the contra”
and the grantee or pur
and subsequent taxes
mobile home shall be
the year of its remon
treasurer describing t
of removal are satisfi
property assessed sha
homes as above provi
listed with and value*
such personal propert
such property. The
upon each item of pe
the treasurer as prov
distraint and no sale
shall in any way aff
taxes assessed upoi
property of the per
designated and char
from and after the
transfer of such ret
affect the lien for

Amended by Laws 19"
§ 5.

Severability—Laws
ch. 22: See Historic:
§ 46.04.302.

Attorney General's 0

Proration of taxes
federally acquired j
manner as on state
Op.Atty.Gen. 1975, S

Notes of |
1. 16

Even assuming tht
ation under this se*
property tax lien a
of a bankruptcy cas*
automatic stay, asse
subject to invalidat
ruptcy transfer. In
(Bkrtcy.1984) 43 B.I

COMMENCEME
OF Ta

Taxes for two ye
when debtor’s perst
impressed with tax

TR0
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Community anb Regional Affairs Committee

TO: Senate C&RA Members May 5, 1987
FROM:Senate C&RA Sta

RE: SB - "An Act relating to municipal sales and use

taxes. ]1

Under existing law (29.45.650(e)] municipalities may place
liens on real or personal property to secure payment of sales
and use tax. This ability is new, added under the Title 29

revision tv/o years ago.

The section was added to Title 29 in response to a Fairbanks
court case in which the judge ruled that municipalities did
not have the power to place such liens. The Title 29
technical committee at the time recommended that such liens
have the force of judgement liens, however, also added at that
time was a sentence that gave such liens priority over other

liens, except for property taxes and special assessments.

This priority conflicts with 34.36.060 with gives labor liens
first position and mortgages second position. According to

representatives of the home mortgage industry, including AHFC,



this priority for sales tax liens could cause major
disruptions in the home mortgage industry and raise interest

rates.

SB 282 would delete the priority. Tam Cook of Legal Services
has advised that being silent on priority has the same effect
as giving the lien the priority of a judgement lien, which was

suggested by the technical committee.

Representatives of AHFC, the banks, and the Municipal League
will testify at today®"s meeting
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ALASKA BANKERS ASSOCIATION

December 15, 1987

Draft Position Paper For Amending Alaska Law Relating To Liens
For Sales, Use And Personal Property Taxes.

Brief History of Municipal/Borough Priority Tax Lien Issue

Local government entities have experienced difficulty in collecting
unpaid sales, use and personal property taxes for a number of years.

During the 1970°"s various municipalities enacted laws to establish
sales tax liens as a means of collecting unpaid taxes; however, in
1980 the Alaska State Supreme Court ruled that municipalities which
levied sales and use taxes had no authority to assert a lien for
unpaid taxes except through the normal judicial process. The Supreme
Court said further that authorization of such 1liens "should be
addressed by specific legislation rather than by municipal, or judi—
cial fiat".

In 1983, legislation was proposed that would have given boroughs and
municipalities a sales tax lien with the full force, priority and
duration of a judgement lien; however, this legislation did not become
law. When this legislation became law in 1985, the provision that the
sales tax obtain an attachment lien was changed in the final draft to
give the lien a priority; a priority over all other liens including
mortgages, security interests, judgement liens, and the claims of
anyone who claims an interest in either real or personal property.
This change from the initial version of the 232 page Municipal Code
Revision, and the full impact this change was not observed by the
banks, the title companies, nor other affected parties. Only when
some of the boroughs and municipalities began enforcing their new
priority lien, was its significant impact realized.

No Other Tax Lien Has Such A Priority

Not even the State of Alaska, nor the Internal Revenue Service, have
such a priority lien. Real property taxes have a clear priority over
all other interests. But the real property tax is a charge against
the property itself and real estate is immobile. All who deal with
real estate know it 1is subject to annual taxation by a single

authority. The lien amount can be readily determined and a reserve
fund established to ensure its payment. This is not possible with a
sales tax or a tax on personal property. It is patently unfair that,

under present law, a lender can make a loan secured by real or per—
sonal property with all taxes or liens current and have a subsequent
lien due to unpaid taxes at some Tfuture date preempt the position.

There is no way for a lender to protect itself from this kind of

action.
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Existing Law Is Not Specific Vftio Must Pay - It Is Aimed At Everybody

The priority lien provision A.S. 21.45.650(e) gives broad authority to
municipalities/boroughs to exact payment from prior lienholders who
had nothing to do with the transaction that gave rise to the tax and
also to 1innocent buyers who pay the tax to a seller and then the
seller fails to remit the proceeds to the municipality. The priority
lien law goes further; it authorizes a municipality to assert a lien
on any property of the buyer and it accords that lien a priority over
any other lien.

Personal property is highly mobile and can be readily moved fron
district to district. There is no means of knowing that it is subject
to a sales or use tax lien nor any way to determine the amount.

Does an individual now have to call local government to find out if a
local auto dealer has remitted all sales tax collected and paid his
personal property taxes? Under this law he does or he can lose the
automobile, and the lienholder will also lose its lien. In effect, the
priority tax lien requires an innocent third party to guaranty tax
payments to a municipality or a borough.

A lender relies on the information available at the time a loan is
made and then relies on its priority lien to protect it over the term
of its loan. Permitting a higher priority lien long after a loan is
made and over which a lender has no knowledge or control to erode its
safety margin 1is unfair. It will also have an effect on secondary
financing by outside investors and could eventually impact AHFC and
AIDA programs as existence of the priority lien becomes known.

Existing Law Is Unclear

It appears that this outcome is not what the drafters of the priority
lien provision wanted. What is wanted is authority for a lien on the
seller™s property to secure the seller®s obligation to remit the taxes
collected, yet the only authority the present statute grants is for a
lien to secure payment of the tax, a liability of the buyer. It is
now clear that a revision is needed in this new law to better describe
who has the tax obligation and what is a fair priority for a lien on a
violator®s property.

It is not contended that municipalities and boroughs with sales and
use taxes should not have the authority to assert liens; however, that
authority should be oonfined to asserting the lien against property of
the violator and the lien"s relative priority over other innocent
claimants should be determined by the date notice of the lien 1is
filed.
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Proposed Cocnpranise Amendment

At a November 13, 1987 meeting between the Alaska Bankers Association
and attorneys for the Alaska Municipal League, a compromise solution was
recommended. The municipalities and boroughs would give up the 1985
priority lien position in exchange for a sales and use tax lien which
is the equivalent of an attachment lien but without the need of first
bringing suit. Ihe municipalities and boroughs could also obtain a
priority lien on the seller®s business assets to secure the seller®s
obligation to collect and remit sales tax. A priority lien oould be
achieved on all additional or future advances but only after giving
legal notice to senior lienholder(s) that sales and/or use taxes are
due and unpaid. A simple lien search will reveal 1if a senior
lienholder exists and its address. Ibis priority lien on commercial
financing of business assets (i.e. accounts receivable and inventory)
is similar to the lien priority that can be obtained by the Internal
Revenue Service and offers the senior lienholder(s) the option of
either declining further advance requests or insuring that sales or
use taxes are paid. It also elevates concern for remitting local tax
payments to a much higher level for local businessmen. The Alaska
Bankers Association finds this type of compromise acceptable.

Summary

The 1985 statute authorizing a priority lien for municipal sales and
use taxes, as It now exists, 1is an onerous law and goes beyond what is
reasonable and fair. With a single last minute word change, local
government gained the power to assert is lien on any property of any
innocent buyer (a consumer who purchased in good faith and paid his
tax) and it can place a secured creditor in a subordinated position
without notice, without knowledge, and even though he had no part in
the taxable transaction. Further, the municipalities and borough
governments did not achieve a very good vehicle to oollect fran the
real potential violator, the seller who Tfails to remit taxes
collected.

The Alaska Bankers Association does not believe there should be no
authority for sales and use tax liens. However, such a law should be
worded carefully to restrict the lien to only property of the violator
and lien priority to other innocent lienholders should be based on
date notice is filed. This law should treat all parties in commerce
equally and offer an opportunity to do business without a surprise. A
provision that permits a priority lien against subsequent advances
after direct notice to a secured party seems fair and should go far in
solving the delinquent sales and use tax problems the boroughs and
municipalities have experienced.

JW3-5.1/3
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See. 3d.35.060. Priorities, (a) Except as provided in (c) of this
section, an encumbrance which is properly recorded shall be preferred
to a lien created under AS 34.35.050 — 34.35.120 unless the claim of
lien underAS 34.35.070 or notice of right to lien under AS 34.35.064
has been recorded before the encumbrance. The preference granted for
a prior mortgage or deed of trust under this section applies without
regard to when the sums are disbursed or whether the disbursements
are required under the terms ofa loan agreement.

(b) IRepealed, § 19 ch 175SLA 1978.]

(c) A lien created by AS 34.35.050 — 34.35.120 in favor of an
individual actually performing labor upon a building or other
improvement in its original construction or ofa trustee ofan employee
benefit trust for those individuals is preferred to a prior encumbrance
upon the land on which the building or other improvement is
constructed.

| {14.36.am I'mirniM U .r, nhti

(d) In enforcing lhe lien, the building or other improvement may lie
nold sepnrntoly from lhe land. When Bold Bcjiar.ilely, the jwr<lia-cr
mny remove the building or other improvement ivilhin a ren«onalile
time after the sale, not to exceed 30 days, upon the payment to the
owner of the lond of a reasonable rent for its use from the dote of its
purchase to the time of removal. If removal is prevented hv legal
proceedings, the 30 days does not begin to run until the final
determination of the proceedings in the court of Hrsr resoit. nr in the
appellate court if appeal is taken, if 20-1-3 Af.'LA 1919: am 5 1ch
111 SLA 1953; am 5 1ch 7 SLA 1955; am 2.3. 19 rh 175 SLA
1978)

NOTES TO DECISIONS
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Stateo f Alas ka
OFFICE OF THE GOVERNOR
Juneau

April 29, 1987

The Honorable Jan Faiks
President of the Senate
Alaska State Legislature
P.0. Box V

Juneau, AK 99811

Dear Senator Faiks:

Under the authority of art. 111, sec. 18, of the Alaska Con—
stitution, I am transmitting a bill relating to a grant of
state land to the City of Nome. Unless this bill passes
this session, the Alaska State Building Authority (ASBA)
will have to pay $50,000 to the City of Nome 1in settlement

of a legal dispute.

In 1968, ASBA and the City of Nome entered into a
cooperation agreement with respect to the Beringvue Housing
Project 1in Nome. Because ASBA is exempt from local taxes,
and because the City of Nome provides municipal services to
the Beringvue project, ASBA agreed to make "Payments 1in Lieu
of Taxes" (PILOT payments) to cover the cost of municipal
services for the Beringvue project. The city subsequently
sued for underpayment of the PILOT payments.

In 1982, ASBA settled the dispute with Nome 1in an agreement
containing a provision under which ASBA would undertake a
reasonable and diligent effort in good faith to acquire fee
simple title in the name of the City of Nome to a particular
piece of property in Nome known as Other State Land 417 (OSL
417) . IT ASBA does not obtain fee simple title for Nome
before November 1987, ASBA is to make an alternative payment
to Nome 1in the amount of $50,000 as full and final payment
of the dispute.

At the time of the agreement, it was anticipated that the
Department of Natural Resources could, under existing stat—
utory authority, convey fee simple title to the property.
The parties to the agreement now believe that such a convey—
ance of the property woulLd be subject to a reverter clause
required by AS 38.05.810(a) which would provide for the re-
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version of the title of the real property to the state if
the City of Nome stopped using the property for public pur—
poses. The City of Nome is unwilling to accept transfer of
the property with the reverter clause, and continues to in-—
sist on a transfer c
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- MEMORANDUM State of Alaska

"DEPARTMENT OF NATURAL RESOURCES = DIVISION OF LAND 4 WATER MANAGEMENT

TO: Carol Shobe, Manager” date: January 15, 1987
Title and Contracts Unit
FILE NO.: 7-830-5

2039A
thru: Jean Whitney* NRM 1 5fr TELEPHONE NO.: 762-2310

Title Analysis
subject: Reindeer Slaughterhouse

FROM; Pat Murnan, NRTrtJ-»
Title Analysis

Issue !

i
To research and verify title on OSL 417, the Reindeer Slaughterhouse in Nome.

Description of Land Analyzed
T. 11 S., R. 34 W., K.R.M.
U.S. Mineral Survey 1339
Block 135, Townsite of Nome

Chronology of Events

1/21-24/71899 Claim located for the Arthur, Broncho, Cephei, Dandy, Eureka,
Famous, Golden and Harriet Placer, and Iris, Jonah, Koyuk and
Last and Beach Claim Vega Placer.

4-13-1905 Official Plat of the Townsite of Nome, Alaska, surveyed and
platted under direction of Porter J. Coston, Townsite Trustee.

4-18-1908 Trustee"s Deed
Grantor: Porter J. Coston, as Trustee for the Townsite of
Nome.
Grantee: Christina MacLean and Sarah Fill.
Legal: Block 135, Townsite of Nome and additional lands.

Reservations: None.

1-29-1923 U.S. Mineral Survey 1339 approved. This 1s a plat of the claim
of Nome and Sinook Mining Company known as the Arthur, Bronco,
Cephei, Dandy, Eureka, Famous, Golden and Harriet Placer, and
Iris, Jonah, Koyuk and Last and Beach Claim Vega Placer.

7-14-26 Federal Patent 982319

Grantor: U.S.A.

Grantee: Nome and Sinook Company

Legal: U.S. Mineral Survey 1339

Reservations: FIRST. That the grant hereby made is
restricted in its exterior limits to the
boundaries of the said mining premises, and
to any veins or lodes of quartz or other rock
in place bearing gold, silver, cinnabar,
lead, tin, copper, or other valuable
deposits, which may have been discovered



Carol Shobe !
" Page 2
January 15, 1987 1

SECOND. That should any vein or lode of
quartz or other rock in place bearing gold,
silver, cinnabar, lead, tin, copper, or other
.valuable deposits, be claimed or known to
exist within the above described premises at
said last named date, the same 1is expressly
excepted and excluded from these presents.

<THIRD. That the premises hereby conveyed

«shall be held subject to any vested and
accrued water rights for mining,
agricultural, manufacturing, or other
purposes, and rights"to ditches and
reservoirs used 1n connection with such water
rights as may be recognized and acknowledged
by the local laws, customs, and decisions of *
the courts. And there is reserved from the
lands hereby granted a right-of-way thereon
for ditches or canals constructed by the
authority of the United States.

FOURTH. That 1in the absence of necessary
< legislation by Congress, the Legislature of
Alaska may provide rules for working the
mining claim or premises hereoy granted,
involving easements, drainage, and other
necessary means to the complete development

thereof.

6-20-34 Deed
Grantor: Nome and Sinook Company
Grantee: Hammon Consolidated Gold Fields
Legal: Arthur, Bronco, Cephei, Dandy, Eureka, Famous,
Golden and Harriet Placer, and Iris, Jonah, Koyuk
and Last and 3each Claim Vega Placer mining claims.

i

Subject to: A lease granted by the Nome and Sinook
Company to Center Creek Dredging Company on
September 30, 1920, for the term of fifteen
years from the date thereof, expiring at noon
on the thirtieth day of September, 1935,
which said lease was assigned to Nome Hines,
Incorporated, the said claims having been
further sublet by Nome Mining Incorporated to
Hammon Consolidated Gold Fields by indenture
dated April 29, 1925.
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6-1-37 Deed :

Grantor: Hammon Consolidated Gold Fields

Grantee: United States Smelting Refining and Mining Company.

Legal: All mines, mining grounds and mining claims, all
lands or other real estate and all other real
property wherever situated, either within or without
the Territory of Alaska, owned by the Hammon
Consolidated Gold Fields on the date of this deed.

Note: This deed is made by Hammon Consolidated Gold Fields
to United States Smelting Refining and Mining
Company, owner of all its capital stock, for the
purpose of completely liquidating Hammon
Consolidated Gold Fields.

10-29-68 Oeed
Grantor: United States Smelting Refining and Mining Company.-
Grantee: State of Alaska.
Legal: A portion of Block 135 Nome Townsite, described by
metes and bounds situated in Arthur Broncno, etc.
M.S. 1339.
Reservations; None.

1968 The State legislature appropriated $75,000 to the Department of
Economic Development to initiate a Reindeer Processing Program
with the intent that the facility "be turned over to private
industry as soon as practicable".

6-30-69 Memorandum of Agreement
Between the Department of Economic Development and the
Department of Natural Resources. It was agreed that the

Department of Natural Resources would manage and operate the
reindeer facility.

8-15-74* The Nome Reindeer Slaughterhouse was transferred from the
Department of Economic Development to the Department of Natural
Resources.

4-1-86 Memorandum of Agreement, Nocne Reindeer Slaughterhouse between

Department of Natural Resources, Division of Agriculture and
University of Alaska, Institute of Arctic Biology.

The Division of Agriculture hereby grants to the University the
authority to operate and manage tne Nome reindeer slaughter
facility.
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Suquary

The 1908 Trustee®"s Deed and the 1925 Federal Patent appear to be in conflict.
I talked to Floyd Darby of Lawyer ® Title. He has been doing extensive work
in the Nome area for the past several years. He explained that there were
many 1invalid Trustee Deeds 1issued because the Trustee Patent was preempted by
the location notices of mining claims.

According to the notation on the plat of U.S. Mineral Survey No. 1339, the
claim was located January 21-24, 1899. The official plat of the Townsite of
Nume was approved by the Townsite Trustee, Porter J. Coston, on April 13,
190b, and the Certificate was issued to the Townsite Trustee on January 6,
1906 _jy a metes and bounds description.

This parcel serialized as OSL 417 on the state®"s records, 1s depicted as Block
136 on the status plat (Suppl. Sheet No. 10, T. 11 S., R. 34 W., K.R.M.), The
townsite of Nome (U.S.S. 451) was resurveyed in 1953. As a result of this
survey, Block 135 was changed to Block 136. This explains why the State
status plat shows OSL 417 as Block 136 rather than Block 135. Mr. Darby said
there 1is some question as to the accuracy of the 1958 resurvey. He has found
numerous errors on 1t.

The chain of title tracked here stems from the 1926 Patent. Without being
able to research records 1n the Nome Recorder®s office, we will be unable to
determine 1f a separate chain exists which stems from the 1908 Trustee®s Deed.

Don Leach at the BLM Fairbanks District Office (356-2025) informed me that
there are quite a few cases similar to this in Nome where two different

conveyances were 1issued for the same piece of property. His research
indicates both conveyances are valid and the parties have learned to live side

by side. i

If the- State conveys this land it should be done by quitclaim deed. There
should also be a covenant in the conveyance guaranteeing the facility would be

< maintained for the advancement of reindeer husbandry.



MEMORANDUM of AGREEMENT -
NOME REINDEER SLAUGHTER HOUSE
between

Department of Natural Resources
Division of A _riculture

anc

University jf Alaska
Institute of Arctic Biology

Upon properly signed acknowledgement of the conditions of this agreement by
officials of the University of Alaska, tha Division of Agriculture hereby
grants to the University the authority to operate and manage che Nome Reindeer
slaughter facility under the following conditions;

1.

10.

The coordinator of the University of Alaska, Fairbanks, Reindeer Program
will be responsible for the facility management.

Maintenance, repair, utilities, security and general operation will be
provided by the University of Alaska, Fairbanks.

Facility will be maintained and made available, under reasonable con—
ditions, for use as compatible with the reindeer industry and develop—
ment of tha economy cf the area.

Any use agreement between the University of Alaska, Fairbanks and a
third party must be approved in advance by tha Division of Agriculture.

*

Any third party use must be by written agreement with t- A Aversity.

Uae of the plant will bo coordinated with the Reindeer .cars Associ—
ation at Nome.

Uaes ocher than by the University of Alaska, Fairbanks will be under an
established schedule of fees and deposits.

Tha Division of Agriculture will maintain fire insurance on the facility,
1

Uae of the facility for temporary or permanent residency will be pro—

hibited unless such use 1is required by the University of Alaska, Fair—

banks 1in carrying out its reindeer research program.

Live animals will be permicted only in che kill room portion of the
facility.



11. Use of tha facility for general purpose meetings will be prohibited.
Usa for educational functions will be allowed only under tha direct
supervision of the coordinator, and only for chose subjects directly
related to the use of the building by the University of Alaska, Fair—
banks, Reindeer Reaearch Program.

12. The terms of this authority will be three years, beginning June 30,
1986 or until both parties agree to other terms. The agreement may be
cancelled upon 30 days notice by either party, and may not be extended
or continued only for programs of benefit to the reindeer industry in
Alaska.

13. Any permanent changes or improvements must be approved by the Division
of Agriculture in advance.

These conditions should not restrict the use of the facility for the uses for
which it wae intended, and in fact proper adherence to tha requirements for
proper security and maintenance should insure more advantageous use in the
future. 1t will be important that the facility be maintained to meet the
Department of Environmental Conservation meat inspection requirements, including
maintenance of the inspectors office.

Agreed to by:

Director - Division of Agriucinure Dace

Execur2ve Officer - Institute of Arctic Biology
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Honorable Walter J. Hickel, Governor

State of Alaska
r ECEIVID

" JUNEAU, ALASKA
August 22, 1963

Robert W. Ward, Commissioner subject: Department *of Economic Development,
Department of Administration Request for Revision of 1968-69
Reindeer Slaughter, Program.

The 1968 Legislature appropriated $75,000 to- the Department of Economic
Development to initiate a Reindeer Processing Program, within the Industrial
Development Division. In funding this program, it was the express incene
that any facility constructed or operated by the state be taken over by
private industry as soon as practicable.

b m

Although the original, plan was to convert an existing cold storage plant
at Golovin for this purpose, Economic Development has determined that the
establishment of a new facility in tha Noma area would provide a more expedient
location for tha program. At the present time only one reindeer herder is *
known who will use a facility at Golovin, and an existing slaughter company
is planning to renovate the Golovin warehouse to meet this need.

Conversely, a number of herders have agreed to sell their reindeer at
Nome, and better utility and transportation facilities are available there.
Since no private developer is interested in constructing a physical plant in
Nome at this time, it will be necessary to utilize part of tha $75,000 grant
for capital expenditures, in contrast to the original plan to use the entire
amount far operating capital. A substantial balance of this amount would still
be available as op%rating capital, however.

. |

It is planned to seek a federal EDA loan or grant to sustain this program
0i. a core permanent basis. In th* interim, however, it appears necessary for
tha state to pursue the program as outlined above.

A copy of Economic Development*s report on this matter la attached for
your information. Since this request does not obligate additional state funds,
your approval to revise the jeepa of the reindeer program is recommended in
accordance with the provisions of Executive Order No, 20.

m\ -
"“Robegrt W, Ward, Commissioner

Department of Administration

Approved this day of August, 1968»

Waiter J. llick” Governor
r.-  _ro»i
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f
THIS IMDSUIU82, between UNITED STATES SMELTING RFirikXKG

MINING COM?ALIIT, a Maine corporation, hereinafter called

"Grantor"*, and the STATE OF ALASKA, hereinafter called "Grantee’™

One
and
the
and

has

»

! WITNESSETH
- . "o - N |‘y’
That tha said Grantor, in consideration of the.sua of
Dollar (51.00), lawful money of the United States of America,
eoai o
other valuable considerations in hand paid by the said Grantee
receipt whereof is hereby acknowledged./ does hereby convey

quitclaim unto.the said Grantee all interest, which thfe Grantor

in the following described real estate situated in Arthur

Broncho, etc. M.S. 1339, State of Alaska:

kS kS

That portion of Block 135 Nome Townsite, U. S. Survey*

»

451 more particularly described as follows:

Commencing at Corner Ho. 11 of the Arthur, Bronchor

Cephei, Dar.dy, Eureaka, Famous Golden and Harriet
placer, M.S. 1335 frca which U. S. L. M. 1-G bears

S 72*55* W 1155 feet more or less, proceed B 14*13 ¥
192 feet to a point on the line between Corner No. 11
and Corner No. 12 of Arthur, Broncho, Cephei, Dandy,
Eureaka, Famous, -Golden and-Harriet Placer, M.S. 1339,
the true place of beginningtwhich is Corner No. 1 of
Slaughter House* Site; proceed 3 14*13" W 175 feet to
Co;ner No. 2;»thenco Il 64"<1* J 287 feet to Corner
No. 3; "thenca If 25*191 E 170 feet to Corner No. 4;
thence S 64*41* E 252 feet to the true place of be-

L4 «
ginning tha whole tharoof containing 1.052 acres

more or.lees. . i

TOGETHER with ail and singular, the tonemsnta, harcdita--

r.snts, and appurtenances thereunto belonging, or in any wise ap—

pertaining, ar.i tho reversions, and remainder cr.d remainders,

|' rents, issues end profits thereof?.
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RESERVING AND EXCEPTING, however, any" reservations tc

the United States of eAmerica that nay be set forth in the Unite*.
States Patent Deed to the snid mining claim.

TO HAVE AND TO HOLD all and,singular the said premises
together with "the appurtenances and privileges thereunto incidcr

1
unto the said Grantee and to .its successors and assigns forever.

IN WITNESS WHEREOF, the said Grantor has axeculLld thi::
* yl, *In #
deed as of tha edev of /%j‘r_«—7W! L*= ,196a.

UNITED STATES SMELTING REFINING AND
MINING COMPANY

By
JyCaors* Ganp, Scaior/ice Praaidsr.

And
of;
1. _'Pk'»/'*/.." 12_I;—.Sk/))
12 .r/ A1 A \;
i

STATS OF MEN YQ?K )
COUNTY OF NEW YORK) > I

On this rr; day of N <~* # 1963, before.rr_e
appeared J,. Goorga Cir.ga_ and Ecrry Q. Star.b?rr ‘, to .
pe«rsonally known, who being by me duly swam, did 3*y that thgy
arc, respeEt.ively Sadler Vlch Presidgnt and arair swr rscnrrA,r.vii

of United States Smelting Refining and Mining Company, and that

tha seal affixed to said instrument is tha corporate seal of
- 1

said corporation end that said instrument was signed and sealed.
© -

behalf of said comoration by authority of ita Board of Directcl
i

and said J,. Gasrgd Gmga and Ster.b;rT <

i
act and deed of cul
;o
\Y o> . % =
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MEMORANDUM State of Alaska

"= < DEPARTMENT OF NATURAL RESOURCES - Division of Land and Water Management

Dick LeFebvre DATE; January 26, 1987

Deputy Director
HIE NO: OSL 417

THRU:  Gary Gustafson, Chief

Land Management telephone no; 762-2326

FROM; A inpte .
Carol Shobe, Manager SUMeM. Reindeer Slaughter
Title/Contracts Unit House 1in Nome

The following 1s an analysis of actions vrelated to a settlement of
litigation, not Involving DNR, naming the Reindeer Slaughter House 1in Nome
as part of the settlement.

Background:

The 1968 Legislature appropriated $75,000 to the Department of Economic
Development to Initiate a Reindeer Processing Program, within the
Industrial Development Division, with the intent that the facility be
turned oyer to private 1industry as soon as practicable.

On October 29, 1968, United States Smelting, Refining and Mining Ca.
granted to the State of Alaska a portion of Block 135 Nome Townsite,
described by metes and bounds, situated in Arthur Broncho, etc. M.S, 1339,

«<A two story structure was constructed on the land and on June 30, 1969 a
Memorandum of Agreement was signed between the Department of Economic
Development and the Department of Natural Resources. It was agreed that
the DNR would manage and operate the reindeer facility primarily because
DNR was administeringthe Wholesome Meat Act of 1967.

«

On April 25, 1972 advice was given by the AG"s office as to the meaning of
the statement In thelegislation that the facility “be turned over to
private industry as soon a practicable”, “This statement of purpose seems
broad enough to cover either sale or lease to either a private company or a
non-profit association such as the Reindeer Herders Association,”

On August 25, 1972 a lease was 1issued for a period of five years to the
Reindeer Herders Association of Nome.

On August 15, 1974 the Nome Reindeer Slaughter House was transferred from
the Department of Economic Development to DNR.

On April 1, 1986 a Memorandum of Agreement was signed between DNR, Division
of Agriculture and the University of Alaska, reviewed by the Reindeer
Herders Association of Nome. The University of Alaska 1is responsible for
. maintenance, repair, utilities, security and general operation of the
facility, The Division of Agriculture will maintain fire Insurance on the
facility. The facility will be maintained for uses compatible with the
reindeer industry and development of the economy of the area. Use of the
plant will be coordinated with the Reindeer Herders Association of Nome,

The term of the agreement 1is for three years beginning June 30, 1986.



Dick LeFebyre January 26, 1987
1

Current Situation

This office was contacted by Attorney Francine Harbour of the law firm of
Wanamaker, OeYsaux and Crabtree representing the Alaska State Housing
Authority (the Authority), Apparently "the Authority” built some low
Income housing 1n Nome that vresulted in the City of Nome suing the
Authority and the City winning. On November 22, 1985 a stipulation of
Settlement and Release Agreement was signed between the City of Nome and
the Authority fcr City of Nome v« Alaska State Housing Authority, No. 2
NQ-80-02 Civil, The Agreement wnicn DNR was not a party to statesas
follows:

"1. ASHA shall undertake a vreasonable and diligent effort in
good faith to acquire, either 1n the name of or for
immediate conveyance to Nome, all of the vreal property
interest of the State of Alaska 1n that certain real
property more particularly described as Block 135, U.S.
Survey No. 451 as amended

2. If the above described property interests 1In Block 135 are
not conveyed to Nome so that Nome achieves fee simple title
to said property subject only to reservations and exception
as contained 1n the U.S. Patent and acts relating thereto,
within twenty-four months of the date of execution of this
agrgsment, ASHA shall pay to Nome Fifty Thousand Dollars

« oK

The law firm representing the Authority determined that DNR 1s the record
owner of the parcel; contacted the Property Appraisal Division of the City
of Nome for a 1986 valuation of $40,300 for the land, and $289,900 for the
building with a total value of $330,200; and researched various methods of
acquiring the land from DNR for the City of Nome.
a % *

Preliminary discussions with the attorney indicates that we have few
opportunities to convey the subject land seralized as OSL 417 to the City
of Nome other than (1) an .810(a) conveyance subject to a public use
reverter clause and a possible covenant that it must allow the continued
use of the site for the reindeer industry; (2) a conveyance for fair market
value; (3) a conveyance authorized by special legislation. The attorney
indicated that-the-City~-of__Nome- would J.at accept_ the Ilarttf- with any
"reverters or covenants _and_that the fair market value "of a preliminary
"ffgure"of *$330, 200 "was “unacceptable. " The attorney desires that our staff
provide her with a written narrative of the meaning of the "unrestricted
public use and access”™ language 1in the reverter clause required in a
conveyance under AS 38.05.810(a) and the source In law or policy of this
requirement. She also requested that we vreview AS 18.55,23 the statute*
from the Authority®"s enabling legislation authorizing any agency of the
state to "donate ... property to the authority ... without appraisal,
public notice or advertisement or bidding." She felt this statute may
support a request for a waiver of the public use reverter clause.
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Summary:

1.

The Title Administration Sub-Unit has completed the attached title

analysis. It appears that the state has sufficient Interest 1n the
land to Issue a QCD 1f 1t 1s so determined. There 1Is a question
raised 1n the chain of title which should be checked 1n the Nome
Recorders Office which requires travel. Ifthe 1land leaves state

ownership this issue should be checked.

A response 1is necessary to the law firm representing the Author!tyi”
informing them that either DNR cannot accomodate their request, orj
request that a formal application be submitted on which to make a best]
interest determination.

(&) A response 1s necessary as to the meaning of the
"unrestricted public use and access"” Jlanguage 1n the reverter
clause required 1n a conveyance under AS 38.05.810(a)

In reviewing this parcel of land, it may be appropriate to Include
this parcel in the University of Alaska settlement since the
University 1s managing the land under a current Memorandum of
Agreement.

TRANSMITTING ON/SPEED DATE
PHONE FOR PROBLEMSAWE/NUMBER
COMMENTS



alaska title
guaranty
agency, inc.

Richard Crabtree
1031 West 4th, Suite 401
Anchorage, Alaska 99501

Dates November 22, 1985
Order No. 4128851

Dear Sirs

This i1s a Litigation Report as of November 21, 1985 at 8:00 A.M.
on the following described property:

All that portion of patented placer mining claim(a)

known aB Arthur, Broncho, Cephei, Dandy, Eureaka, Famous, Golden

and Harriet Placer designated by the Surveyor General as

Mineral Survey No, 1339, being more particularly described

in that (those) certain patent(a) from the United States

of America to Nome and Sinook Company, dated July 14, 1926 and

recorded August 18, 1926, included within the following described land:

That portion of Block One Hundred Thirty-five (135) , NOME TOWNSITE,
U.S. Survey 451, Nome Recording District, second Judicial District,
State of Alaska, more particularly described as follows:

COMMENCING at Corner No, 11 of the Arthur, Broncho, Cephei, Dandy,
Eureaka, Famous Golden and Harriet Placer, M.S. 1339 from which
U.S.L.M. 1-C bears South 72*55 ~West 1,155 feet more or less;
PROCEED South 14<13" West 192 feet to a point on the line between
Corner No. 11 and Corner No. 12 of Arthur, Broncho, Cephei, Dandy,
Eureaka, Famous, Golden and Harriet Placer, M.S. 1339, the true
place of beginning, which is Corner No, 1 of Slaughter House Site;
PROCEED South 14<13 *WeBt 175 feet to Corner No. 2?

THENCE North 6441 West 287 feet to Corner No. 3;

THENCE North 25<=19* East 170 feet to Corner No. 4;

THENCE South 6441 Fast 252 feet to the true place ofbeginning.

EXCEPTING THEREFROM any veins or lodes of quartz orother rock in place
bearing gold, silver, cinnabar, lead, tin, copper or other valuable deposits
within the land above described which may have been discovered or known to

exist prior to July 14, 1926.

This Agency agrees that title to the property described herein is
vested on the date shown above iIn: STATE OF ALASKA

tinued-

U:- M a.; /Z/7Au/Ts
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SUBJECT only to the exceptions shown herein:

1.

The provisions and reservations contained in the patent
from the United States of America, dated July 14, 1926
recorded August 18, 1926 in Book 211, page 315, as follows:

FIRST. That the grant hereby made is restricted iIn its exterior
limits to the boundaries of the said mining premises, and to any
veins or lodes of quartz or other rock in place bearing gold, Bilver,
cinnabar, lead, tin, copper, or other valuable deposits, which may
have been discovered within said limits subsequent to and which were

not known to exist on July 12, 1923.

SECOND. That should any vein or lode of quartz or other rock in
place bearing gold, silver, cinnabar, lead, tin, copper, or other
valuable deposits, be claimed or known to exist within the above

described premises at said last named date, the same i1s expressly

excepted and excluded from these presents,

THIRD, That the premises hereby conveyed shall be held subject

to any vested and accrued water rights for mining, agricultural,
manufacturing, or other purposes, and rights to ditches and reservoirs
used in connection with such water rights as may be recognized and
acknowledged by the local laws, customs, and decisions of the courts.
And there 1is reserved from the lands hereby granted a right of way
thereon for ditphes or canals constructed by the authority of the

United States.

FOURTH. That in the absence of necessary legislation by Congress,
the Legislature of Alaska, may provide rules for working the mining

claim or premises hereby granted, involving easements, drainage, and
other necessary means to the complete development thereof*

Subject property is not being carried on the tax rolls of the City
of Nome.

Any matters which may be disclosed by a true and accurate survey
of subject property,
The affect if any of what 1b common and customarily referred to bb

the "Plat of the Townsite of Nome Dependent Resurvey"™ which
reflects subject property as lying within Block 136 of the Town

of Nome,

continued-
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5. Any adverse claim to any portion of said premises lying below the
mean high vater line of Smoke Kiver.

6. Rights of the public and/or governmental bodies, in and to any
portion of the herein described property lying within a public
road or road right-of-way,

7. Parties 1In poe&aesion.

This report is restricted to the use of the addressee and is not
to be used as a basis for closing any transaction affecting title
to said property. Liability of the Agency is limited to the
compensation received therefor.

CHARGE! $1,003.00

ALASKA TITLE GUARANTY AGENCY, INC.

J. Daniel Leland

ejr
PREG
END
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May 14, 1987

The Honorable Arliss Sturgulewski
Alaska State Senate

P.0. Box V

Juneau, Alaska 99811 (Mail Stop 3100)

Attn: McKai Campbell
Re: SB 284
Dear Senator Sturgulewski:

Thank you for your assistance regarding our efforts on SB 284.

It is our understanding that representatives of the City of Nome
are committed to *orking with the Reindeer Herder"s Association
to fashion a mutually acceptable accommodation concerning the
parties®™ rights and expectations regarding Block 135 in Nome.
Even though this accord is not expected prior to the end of this
legislative session, we are encouraged by the prospect of passage
of SB 196 which would allow the parties to pursue their goals
administratively.

We will continue our efforts for as long as such efforts appear
helpful. We appreciate you working with us to facilitate a
transfer of the property to the City of Nome.

Sincerely,

ALASKA STATE BUILDING AUTHORITY

Executive Director

BMQ:mrm

ALASKA STATE DUILOING AUTHORITY 624 W INTERNATIONAL AtRPOIH HU TELEPHONE I'M?) V .J."SM
I'0O BOX KnXAO Hi (COPIER (90H 'B6S.M8
ANCHORAGE At ASKA 90610



May 13, 1987

The Honorable Arliss Sturgulewski
Alaska State Senate
P.0. Box V

Juneau, Alaska 99811
Dear Senator Sturgulewski:
This letter is to transmit the attachment which was mistakenly

left off our letter to you of May 11, 1987. We apologize for
this attachment not being included in our earlier letter and for

any inconvenience it has caused.

Sincerely,

ALASKA STATE BUILDING AUTHORITY

Barbara Morse-Quinn
Executive Director

BMQ/1aj

Enel

ALASKA STATE BUILDING AUTHORITY 624 W INTERNATIONAL AIRPORT RD TELEPHONE (907) SEC 2813
PO BOY >00080 TELECOPIER (907) 786 G24S

ANCHORAGE ALASKA 99SI0



BERING STRAITS REGICNAL HOUSING AUTHXRITY

Regulun Mooting
ch the
Bound ch CamiAAloneAA
AUt 14, 1987

Refolution 87-07

WHREAS, high heating bill nemaln the gneateAt dnaln an
Inooe hdft Runal Alaska Reeldatd, ad

pogere Aueh ca the Lad) Inocome Housahold Enegy
AAAlAtanoe g}? ad Ponen CoAt Egualization (RE)
heip Runal Al toentA pay enegy bills, ad

W‘E:EAS, even with theAe pnoghanA, many lou) income Rutal
AtAka nestdents miAt aAe lunge amountA oh theiu limited caAh
to bay heating oil, and

W‘E@S, new high e”-tc”enct/ heating equipment could neduce
oil consumption in thouAandA oh nunal homeA by D - 5N , and

WHEREAS, thele high éh&aiency units coAt 38500 to $1,000
and moAt Runal Alafka Lesldents do not have Auhhideut capital
1t plAdele thefe unite,

NOW THEREFCRE, ke it uesolved thatt the Boud ch CamiAAloneAA
ch the Benling Stmaits Regional HouAIng Authoriity suppott the.
Idea of the ch A eAtzbliAhing a Lov Interest Revolving
Loen Fund that would ergble people to aeduce theln heating oil

conAunptaon ad Aave morey;
_ PaAPed ad gpproved by the Bound ch GComiAAloneA ah the
%na StmaltA Regional HoUAINg Authority thiA _w day ah Apnlll,

Chalmun [Huold BeID

AtteAt .
Seofetgju) Robentt Arundk)
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REVOLVING LOAN FUND
TO PROMOTE EFFICIENT USE OF HEATING OIL IN RURAL ALASKA

SUMMARY: Establish a revolving loan fund which would enable rural
residents to borrow up to $1000 to purchase either a high
efficiency heater or a high efficiency (retention- head)
burner.

The loan fund should be administered by the Department of
Community and Regional Affairs. Contracts to approve loans
and collect payments should be given to"rural oriented social
service agencies or rural municipal governments.

Loans should be provided for a two and one half year period at
five percent interest.

The size of the fund would depend upon the approach:

A single agency fund of $100,000 could reach 225 households in
an eight year period.

A statewide multi-agency fund of $500,000 could reach 1164
households in an eight year period.

PROBLEM STATEMENT:

High heating bills remain the greatest drain on income for rural
residents. In times of economic distress, rural residents have the
ability to cut back and/or do without many items that require cash.
Heat, however, is essential and in many areas of the state heat is
synonymous with heating oil which can only be obtained with cash.

Various programs help rural residents pay energy bills. The Low Income
Household Energy Assistance Program (LIHEAP) and the Power Cost
Equalization (PCE) program provide significant help for large numoers
of rural residents each year. The Low Income Weatherization Program
has gradually helped lower consumption and energy bills in many
communities.

Even with these programs, many low income rural residents must use
large amounts of their very limited cash to buy heating oil. This
situation contributes to the poverty of the individual families and the
community as a whole.

Money spent for oil has very little positive effect on the local
village economy. Dollars are "exported” to oil companies and only a
small percentage circulates in the village or state to provide jobs and
other economic benefits.

This situation could be very positively changed if heating equipment in
rural areas was improved. New high efficiency heating equipment could
reduce oil consumption in thousands of rural homes by thirty to fifty
percent!



The most common type of oil heater in rural Alaska is the drip pot
burner. Some recently built HUD houses have furnaces or boilers.
Virtually all of the drip pet burners could be replaced with high
efficiency heaters (Monitors or comparable) and many oil burners in the
furnace and boilers systems could be replaced with high efficiency
burners.

These replacement units could pay for themselves through reduced energy
bills in one to three years.

The cost of these high efficiency units ranges from $500 to $1000.
Though some rural homeowners have purchased these items on their own,
many do not have sufficient capital or are unwilling to spend such a
large amount of their limited funds for something that is not an
essential need. (A heater is essential but replacing it is not unless
it breaks.) Another factor is the fact that many people still do not
know enough about the new technology.

The need for efficient heating equipment in rural Alaska is very
significant. The Alaskan Statewide Housing Needs Study, Phase 1
Report, November, 1982, indicated that there were 7,913 occupied
housing units in "remote" areas of the state. The study provided not
data about the number of drip pot burners. However, RurAL CAP research
and experience suggests that drip pot burners or inefficient burners
are used in approximately fifty percent of these homes.

The study indicated that there were 28,355 "rural" housing units in
Alaska in 1980. It would be safe to conclude that fifteen to
twenty-five percent of these use drip pot heaters or inefficient
burners.

The Department of Energy weatherization program does allow replacement
of drip pot heaters and oil burners. However, this measure has only
been authorized in since 1986. In addition, though many people could
use the new technology, limited funds often prevent the program from
supplying the heaters. Though several items can qualify under the
energy saving guidelines, comfort is often a consideration that
dictates installing new windows and doors instead of replacing the
heating unit.

It is difficult to predict the number of rural people who would use a
loan program. Previous energy conservation loan programs have not
served rural people well because they were difficult to apply for and
to obtain since many people could offer no collateral. Lack of
information has also been a factor.

Borrowing money has also been inconsistent with native cultural habits
though many do get loans to purchase commercial fishing equipment.

PROPOSAL BENEFITS:
A low interest revolving loan fund would enable people to significantly

reduce their heating oil consumption and save money. In order to be
most effective, the program should be operated through agencies that



have regular on-site contact with rural people. This would ensure that
the program was well publicized. It would also help ensure repayment
of the loans.

Quite likely, the program would have a high default rate. Even so, the
state should view the program as a way to help rural residents deal
with high energy bills in a more productive way than by giving grants
or subsidies.

A loan program would have the additional benefit of giving rural people
a degree of ownership of their problem. It would provide an incentive
to take responsibility for their situation and provide a way for them
to help themselves.

FINANCIAL ANALYSIS:

Two scenarios would be feasible. One option would provide a $100,000
fund to one agency. A second option would appropriate $500,000 which
should be distributed to several agencies.

The attached rough calculations evaluate a ten year period. After the
eighth year loans would not be made. Collection efforts would continue
until the end of the tenth year. All remaining funds would be returned
to the State and the program would end.

These calculations assume the following:

1. Each loan would be for $1000, 2.5 years, at 5% interest.
Repayment of the loan would be monthly.

2. The fund would be banked so as to draw interest at 10%.

3. Costs of operating the program would be 15% of the amount loaned
for that year. After the eighth year it would be a fixed amount.

4. All loans would be made at the beginning of the year. (This
would likely not be the case but it simplifies calculations.)

5. The default schedule would be: 50% repaying the complete loan.
15% repaying 75% of theloan.
15% repaying 50% ofthe loan.
10% repaying 25%of theloan.
10% repaying 0% of the loan.

Given these assumptions, a $500,000 fund would enable the state to
finance approximately 1164 units for a total cost of $385,281.00. A
$100,000 fund would finance approximately 225 units for a total cost of
$82,125.

A larger program could be instituted if demand for the loans warranted
it and the state chose to do so.



ALASKA STATE BUILDING AUTHORITY
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This telecopy is transmitted from:

XEROX 7010 (High Speed Authomatic - Group 3 Machine) Telecopy
*(907) 786-6243.

This telecopy”onsists of pages, including this cover
shej3Ll*«s» If transmission is not properly received, please contact

at (907) 786-622-V

PLEASE DELIVER_A.S.A.P.
Thank you*
SPECIAL COMMENTS:
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May 8, 1987

Tha Honorable Arliss rturgulewski
Alaska State Senator

P.0. Box V
Juneau, Alaska 99811 (Mail Stop 3100)

Attni McKai Campbell
Rei SB 284

Bear Senator Sturgulewski*

Thank you for assistance with regard to SB 284. Enclosed pleaee
find additional background information for Committee review. We
look forward to participating in a teleconference, tentatively
scheduled for Tuesday, May 12, 1987 at 3t30 p.a. It is ay under—
standing that representatives from the Department of Natural
Resources (@dnr) and the City of None are available for telecon—
ference participation as well. Copies to the City of Nome have
been forwarded to Brooks Chandler, City Attorney. |In addition we
have used the following distribution list for this information*

Bill Miles, Chairman of the ASBA Board

John Williams, Deputy Commissioner of Commerce and
Economic Development

Rod Swope, office of the Governor

Tom Hawkins, Division of Land and Water Management, DNR

Dean Brown, Division of Agriculture, DNR

Senator Willie Hensley

Senator Johne Binkley

Representative AJL Adams

Representative Heinrich Springer

Larry DaviB, Reindeer Herders Association

Don Hutson, Public Health Service

I look forward to hearing from your office soon.
Sincerely,
ALASKA STATE BULIDING AUTHORITY

Barbara Morse-Quinn
Executive Director

BMQEmrm

Enclosures

PO BOX 100080
ANCHOAAOE. ALASKA P9J10

ALASKA STATS NJILWHO AUTMMTT 624 W. INTERNATIONAL. AIRPORT RD THEPHONE SMWJ
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y g i»+*>
Mr. Larry Davis n
President/Chairman
REINDEER HERDERS ASSOCIATION 'ﬂ
c/o Kawerak, Inc. hand delivery to Jake Olanna I

'Uo‘c

Dear Mr. Davis;

*fhe Alaska State Building Authority (formerly Alaska .State
Housing Authority) 1in settlement of a lawsuit agreed to pursue
transfer of property title fTom the State of Alaska to the City
of Nome, The property in question is located near and under the
Reindeer Slaughter Plant, In the proposed transaction, Noma will
receive title to the property, both land and buildings,

We are aware that there i1s an existing lease”for the use of
the building. It 1is certainly Nome"s intention to continue that
lease> and to work with the Reindeer Herders Association toward the
continuation of the economic development of reindeer as a local

resource.

In order for this transaction to be recommended by the state
administration, it is necessary to have a letter of non-objection
from the Association. We would certainly appreciate your support
of this transfer. | will be happy to meet with you to discuss the

matter further.

It is our hope that your letter will be received at your
earliest convenience. A committee hearing in scheduled on the
matter for 3:30 Friday afternoon. It would be helpful if you

could also attend that hearing,
Thank you for your consideration.
Sincerely,

CITY OF NOME

*c fciato v o»eW s

Nk ox ok cm X- Htndelind, Mayor
Acting city Manager
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SB 284 POSITION PAPER

The Litigation

In 1980 the City of Nome sued the Alaska State Building
Authority. The Ilawsuit arose from a 1968 agreement authorizing
the Authority to build up to 200 units of low-income housing 1In
Nome. The City based 1its claim for damages on the Authority ™
inability to build more than 50 units; an 1inadequacy of payments
in lieu of taxes to meet Nome®"s costs 1in providing municipal
services to the project; and a delay 1in returning the property to
the tax rolls from public ownership by the Authority.

In 1984/ the Authority sought settlement of the law suit by
transfer of the project to the City. When federal regulations
concerning the outstanding development costs (paid through the
federal budget process) prevented transfer of the project to
local control/ the Authority was requested by the City to assist
with the transfer of the State®s interest in Block 135 to Nome.
Although Nome considered $50/000 grossly inadequate and would not
settle the lawsuit for that amount/ 1iIn November 1985 the City
accepted $50,000 as the penalty figure to the Authority if,
despite the Authority"s efforts, the transfer was not completed
by November 1987. in December 1985, the Authority began research
with DNR which has resulted in the legislation before you today.

The State®s interest

The Authority supports the transfer of the State®s interest in
Block 135 to local ownership by the City of Nome. Located on
Block 135 1is a facility used seasonally for the slaughter of
reindeer by the Reindeer Herder®s Association.

Although we have no private appraisal of the property, the City
assessed valuation on all of Block 135 1is currently $40,300 for
the land. Since the state"s interest in Block 135 1is limited to
the Slaughterhouse parcel alone, the valuation of the State-owned

land is $24,150.

The Slaughterhouse facility 1is in quonset hut configuration, 40°
x 80", with a plywood floor, and two small sheds. It carried an
assessed valuation at the time of settlement of $33,400, but the
slaughterhouse was revalued at $30 per square foot after
settlement. We do not give the current slaughterhouse valuation
($96,000) particular import since transfer of the property to
local control does not contemplate a change in use of the
facility. The current valuation U«»ts replacement cost at
$32,000.

Parties of Interest

Transfer of the property tonl- al government ownership would not
alter the interests of the p .nt user group. The City of Nome
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has given written commitment to the Reindeer Herder®"s Association
to fully honor their use of the facility. Nome has agreed to
take the property subject to any intermediate leases through the
university of Alaska, Institute of Arctic Biology. The Reindeer
Herder®s Association 1iIs to send written comment under separate
cover.

Respectfully submitted,

THE ALASKA STATE BUILDING AUTHORITY

Barbara Morse-Quinn
Executive Director
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4 March 1988

Hr. Tom Hawkins, Director

Division of Land & Water Management.
DNR- State of Alaska

P.0. Box 107005

Anclorage, Alaska 9951 0-7005

Ref: State land/real property-Nome

Dear Hr . Hawk: ins:

Efforts by the Rules"Committee by request of the Governor to pass
Senate Bill No. 284 to provide a state .land grant to the City of
Nome ' would have satisfied debt, un-related to the proper-ty,

the Nome Reindeer Slaughter Plant facility, and would have been

a detrimental set-back to future development of the Reindeer Industry
in regards to processing and marketing of the products.

In Governor Cowper®s message accompanying the bill he stated .....
"Unless this bill passes this session , the Alaska State Building
Authority (ASBA? will have to pay 450,000.00 to the City of Nome
in settlement, of a legal dispute”. ." If ASBA does not obtain foe
simple title for Nome before November 1987, ASBA is to make an
alternative payment to Nome 1in the amount cl $50,000.00 as full
and final payment of the dispute."...

lhe Governor®"s message 1is clear and concise. Why should there be any

discussion at, the City of Nome level, when the bill failed to pass in

commi ttee aciion?

The question arises, why does the membership of the Reindeer Herder"s
Association,Inc. have to vote to choose a City of Nome lease version
v.s. a State of Alaska -University lease version. When the hill,
failed, 1?7 the City of Nome had no future involvement, in the Nome
Reindeer Slaughter Plant facility in regards to management or
operation, 2) the City of Nome has no direct business being involved
in a regional agricultural industry and 3? it is not a function of
local city government to operate or maintain a regional private
industry entity although the property does exist within the corporate
boundaries and subject, to some regulation conditons, a Lthough minor .

It is the primary responsibility of agencies of the State of AJaska
i.e. DNR--0Oiv. of AgjDiv. of Lands & water Management; Dept, of Kcon.
Devel.; Dept, of Environ. Cons, to advise, assist, promote develop—
ment; regulate and other responsibility to the Industry-private sector
for public benefit, to the greatest extent possible. Econonmic
opportunity must, be emphasised. All at, the STAIE level of effort and
ability with human and financial resources as available. On the other
hand, this 1is not to say that the Federal goverment does not have
obligations, whether moral and /or financial and responsibi liter? as
mandated by the "Reindeer Industry Act of 1987 as amended™ a VALID,

and existing law.

The first 8-9 years after the Nome Reindeer “-daughter Plant was con-—
structed in 1967-1968 were difficult times due to remote- control,
management, authority of the properties and lack of funding adequate

to support the facility locally, ft was not, until Mr. Welch E Brogan,
owner-operator of Cinnabar Game Ranch- Corwin Springs. Montana came to
Nome 1in 1975 and began purchasing reindeer neat from regional, reindeer



herders. His experience with specialty Western Game Heats and live
animals brought him to NW Alaska to develop an Alaskan grown specialty
meat, Reindeer, market both within the State of Alaska and the nation
Having market ability and markets for the product, Hr. Brogan worked
with several state officials, meat inspection personnel from hath

the State of Alaska and the U.S.D.A. federal, program to gain state
recognized certification of the Nome Reindeer Slaughter Plant under
his supervision and direction. His involvement with the facility was
secondary 1initially as he was an "outsider™ and consequently the UA-
f-airbanks was given control of the plant and Cinnabar Game Ranch,

Hr. Brogan, sub-let from the University and they shared the use of the
facility year around. Not to say that they were not problems to over—
come. The primary use for many years was a support facility for the
UA-F Research and Applied Science Program for the Reindeer Herder's
Association and Hr. Brogan®s processing of reindeer meat, was secondary
since both 1involved seasonal use. Hr. Brogan funded more than his fare
share of expenses to keep the plant- going on a day to day basis. The
heat was kept on 24 hours a day and water circulation was constantly
monitored. Credit should be given where credit is due. My hat. goes

off for Mr. Brogan.

However, for the past 12-13 years leadership and direction, be as it
may be called, has never supported his cause, one expert, in private
industry trying to make a difference to better the Industry. We have
difficulty understanding their representation of the members of the
RITA. A review as to the "consent", "coordination" regarding this 1issue
is appropriate and necessary to resolve internal problems which block
progress which should benefit the entire membership whether he or she
has a small struggling herd or a large profit making ag. business.

Future leases need review with necessary amendments to protect the
rights of both par ties.Consent and coordination by the Reindeer
Herder®s Association must be clear, concise, objective, and realistic.
Rome was not built in one day. It is inappropriate to have so few
make decisions which will effect the livelihood of so many. Although
it is an internal industry problem, it must be brought out into the
open, unfortunately. We are discussing State Public lands and cannot

bury our heads 1in the sand.

The REAL 1issue is management of a STATE- owned plant by remote-control
with limited or no funds. Give it to the guy and it is a thorn once
removed. No way! We need alternative solutions to this problem. Mr.
Brogan has made his offer and support of the facility as an invested,
interested private industry operator Now we need the support and
assistance from the various agencies at the Plate level: the Interior
Department- B.lI.A. and a cooperative—-ef lort of all members of RITA.

The Nome Reindeer Slaughter Plant 1is the only Tfacility on the North
American Continent built for the purpose ef processing reindeer meat
in NW Alaska. Lot us not forget this fact. We should be proud to
continue support and assistance to its perpetuality. We cannot afford
to lose an outlet for processing reindeer meal and storing its by —
products which 1is so important to the smalt individual herder-
operator even though it may have 1its Llimi tations or disadvantages
today, which can tie improved in the future Its all we lev® at. preranit
As a present and past user, we expect to use it in the future -and
cannot function efficiently and economical lo without the facility

We advocate keeping it within State management end authority until
positive al ternative solutions are agr«?eable wi I'i both the part ier.



directly effected by any changes

Thank you for your consideration.

Chuck Wheeler

Box 915

Nome, Alaska 99762
443-5-533

-2345
443-5201 work messageCl0arn-4pm)

cc: Governor Steve Cprer
Senator Frank Murkowski
Senator Ted Stevens
Representative Don Young
Settator Willie Hens ley

Representative Heinrich Springer

F?epresen t-ative Albert Adams
Commissioner Judith Brady-DNR
Senator Arliss Sturgulewski
mb ke fllanna, D irector-RHA

Jim Dau, CES-UAF-- Nome

Welch E.
Menadelook Herd/Teller
Kakaruk Reindeer/Teller
U-Jin Elllerprises,Inc/SFO
Wheeler & Associates/Nome
file

in the near

future

Manacle look Herd/ lei Jer
Corporate Agent, U-.Jin Ent..,lInc/
SFO,Ca./MW Ak~ antler exporter
Consultan t- Re lndeer Operatic*is/
He 1i copter Suppor i acfivities
Pas | Manager- NANA Ilevelopmen t/AlV
Kakaruk Rejndeer
Past Poard member/Sec

Manager,

-—RI-IA

Brogan-Cinnaber Game Ranch






STEVE COWPER, GOVERNOR

DE1*T. OF COMMUNITY & REGIONAL AFFAIIIS J P.0. BOXB

21P1UH

JUNEAU. ALASKA 9S811-2100
PHONE: (907) 465-4700

[ 049 E. 36TH AVENUE, SUITE 400
ANCHORAGE, ALASKA 995004302
PHONE : (907) 563-1073

OFFICE OF THE COMMISSIONER |

February 12, 1988
POSITION PAPER

RE: Senate Bill 308: "An Act Establishing the Alaska Energy-
Efficient Home Equity Fund™.

SPONSOR: Senators Fahrenkamp, Sturgulewski, Josephson,
Szymanski and Rodey

Program Effects of Bill

Senate Bill 308 would create in the Department of Community and
Regional Affairs an Alaska Energy-Efficient Home Equity Fund
which.would be a revolving loan fund to finance the 1incremental
costs to builders to construct superinsulated homes.

Comments

The Department strongly supports the concept of
superinsulation. Superinsulated homes <can reduce the heating
costs of a home by 50 to 80 percent, while costing only an
additional 5 to 10 .percent to construct. Superinsulation is a
technology that is practical, economical, and available now.

The Department has sought to foster quality construction through
the Alaska Craftsman Home Training Program. With $200,000 from
its share of the Exxon oil overcharge settlement, the Department
has supported the Cooperative Extension Service's voluntary
program of educating builders on this method of construction.

The Department, however, does not havea position on this
legislation. While it supports the construction of superinsu—
lated homes, it has questions regardingstate subsidizing the

construction of new homes in the light of the current housing
glut and with the current state revenue situation.



STATE OF ALASKA BILL VERSION: SB 308
1988 LEGISLATIVE SESSION PUBLISHDATE:

FISCAL NOTE

REQUEST:

Revision Date: _ Agency Affected: Community & Regional Affairs
Title: "An Act establishing the Alaska URU. - Housing Assistance
Energy-Efficient Home Equity Fund"

Sponsor: u Components : Housing Loan

Requestor: House C&RA Administration

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 20 mFY 91 FY 92 FY 93
PERSONAL SERVICES 61.5 61.5 «1.5 61.5
TRAVEL 20 . . 2-0. .o =.o
CONTRACTUAL  o.a 7« . 4.8 4.8
SUPPLIES -1.4 1.4 1.4 CT
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQOUS

TOTAL OPERATING 69.7 69.7 69.7 69.7
CAPITAL
—1-

REVENUE l]

FUNDING: (Thousands of Dollars)

GENERAL FUND 69.7 69.7 69.7 69.-7

FEDERALFUNDS
OTHER
TOTAL

POSITIONS:

FULL-TIME 2 2 2 2
PART-TIME
TEMPORARY

ANALYSIS : (Attach aseparate page if necessary)

The Department estimates that two full-time positions, a loan closer

(Range 12) and ar. accounting clerk 3 (Range 8) will be necessary to administe::
the program along with associated contractual & supply costs.

Preparedby: Jim Plasman, Deputy Director Phone: 455_ §7§§
Division: “Municipal & “ W- /1
Approved by Commissioner: Date:

Agency: Community & Ri

Distribution (by preparer):
Legislative Finance <
Legislative Sponsor
Requestor
Office of Management and Budget

Impacted Agency(ies) page of



ST CATEGORY

Office of the Governor COVER PROGRAM
Budget &Management Dlv. " AGENCY CamTunify A Regional A ffairA
DIVISION HOUSINQ Assist-anee
BUDGET REQUEST UNIT i is|-
REVISED PROGRAM- BUDGET CO?/IPONENT :Ous'lng ?SSISI e
REQUEST FOR NEW POSITION APPROPRIATION ousing Town
ALLOCAT.'ON
POSITION JUSTIFICATION*
TITLE . *
Loan Closer 11 This position would process loans and grants under the Alaska energy-
efficient heme equity fund. ; '
LOCATfON
Anchorage

TYPE (FULL OR PART-TIME) F ulj Time_

NUMBER REQUESTED

RANGE BARGAINING UNIT
- GGU

MONTHLY SALARY # MONTHS*(CY)

L ]

2.826.28 me 12+ - -=
DETAIL OF RELATED EXPENSES

01 PERSONAL SERVICES *3J.9
02 TRAVEL

03- CONTRACTUAL
M COMMODITIES
G5 EQUIPMENT

08 OTHER

1002 FEDERAL
1003 G/F MATCH

1004 GENERAL FUND 39.0
100S /A RECEIPTS

1028 PROGRAM RECEIPTS

\ 01-1043 (Rtvlud Mirth, 1S70):\ r>-_.
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Office of the Governor . - COVER PROGRAM \
Budget & Management Dlv. S .+ AGENCY mrmmnnlhy & RpginrvVvi A ffair*;
DIVISION Housing Assistance
BUDGET REQUEST UNIT Housing Assistance

REVISED PROGRAMA-, :
H L
REQUEST FOR NEW POSITION preaciivpeiiod oustng Loan

ALLOCATION
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Bradley
3/7/88
Original sponsors: Fahrenkamp, Sturgulewski,
Josephson, et al.
IN THE HOUSE
CS FOR SENATE BILL NO. 308 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to grants for energy efficient

homes."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS AND POLICY. (a) The legislature finds that

(1) high quality energy efficient building technology developed
by the Alaska Craftsman Home Program would substantially reduce home energy
consumption, 1improve the health and safety of the occupants, 1improve indoor
air quality, reduce the contributions of dwellings to outdoor pollution,
increase home durability, reduce home maintenance needs, and 1increase the
economic stability of the home owner;

(2 state money now being spent to subsidize energy bills, to
weatherize and repair poorly constructed homes, and to improve the health
of people affected by poor indoor air quality would be reduced or eliminat—
ed as existing homes are replaced by homes that are built to meet Alaska
Craftsman Home Program standards;

3) state money now used to finance and repair homes would be
invested more wisely 1in homes that are built to meet the Alaska Craftsman
Home Program standards;

4) local economic benefits are achieved when money being spent
on energy, home repair, and health are reduced because of building to meet
the improved building standards of the Alaska Craftsman Home Program;

(5) the principal responsibility for development of housing
rests with the private sector;

(6) research and development of energy efficient housing will

-1- CSSB 308( )



create new jobs, provide technology that <can be -exported, develop new
business opportunities, and increase the stability of the state ™ economy.
(b) It is the policy of the state to encourage the building of homes
that meet the energy efficient standards of the Alaska Craftsman Home
Program and to assist in the education, planning, and development of this
standard of building in cooperation with the building industry.
* Sec. 2. AS 18.55.998(a) 1is amended to read:

(a) There 1is created in the Department of Community and Regional
Affairs a supplemental housing development grant fund. Subject to the
availability of appropriations for the purpose, the department shall
make grants to regional housing authorities established under AS 18.-
55.996 for the cost of on-site sewer and water facilities, road con-—
struction to project sites, energy efficient design features in homes,
and extension of electrical distribution facilities to individual
residences.

* Sec. 3. AS 44.47 is amended ~y adding a new section to read:

Sec. 44.47.378. ALASKA ENERGY EFFICIENT HOME GRANT FUND. ()
There 1is established in the department the Alaska energy efficient
homegrant fund consisting of money appropriated to it by the legisla—
ture. The commissioner shall administer the Alaska energy efficient
home grant fund under the provisions of this section.

(b) The commissioner may grant funds from the Alaska energy
efficient home grant fund to agencies of the state or federal govern—
ment, individuals, or businesses that retrofit existing single family
dwellings or build new single family dwellings that meet criteria
adopted by the commissioner.

(c) The commissioner shall adopt guidelines and procedures for

the fund after consultation with the board of directors of the Alaska

Craftsman Home Program.

CSSB 308( ) -2-



FIRST COMMITTEE OF REFERRAL

Date of 5-DAY NOTIC.
IN ACCORDANCE WITH UNIFORM RULE 23
JFURTHER: L&C
**FE|ISCAL NOTE(S) ATTACHED ** FINANCE
IN ACCORDANCE WITH AS 24.08.035
(see below) . i
/ N
51161*7 DATE TURNED INTO OFFICE V /-7 N

Mr. President: P T

Committee considered SB "08

establishing the Alaska energy efficient home equity fund

and recommended;
] replace with CS i/iv Q 0 ?LJ [1 same title
[1 new title
] attached amendment(s) and
do pass
do not pass
no recommendation
[Ig individual recommendations
[ 1 further referral to

[ 1 letter of intent adopted and attached

** Committee [ ] attached or [ ] adopted fiscal note(s)
[ 1 zero [ 1 fiscal impact

MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS

DH
Chairman signature an<jf recoirunendaliion
I J Committee Backup Attached



Nagfca £7>tate Hegtelatuit

ARLISS STURGULEWSKI, Chairman i7v~\ P.O. BOXV
TIM KELLY, Vice Chairman JUNEAU. ALASKA 99811
RICK HALFORD (907)-165499
MIKESZYMANSKI
FREDZHAROFF

Senate

Community antr Regional Affairs Committee

March 8,1988

TO: Senate Community and Regional Affairs Committee Members
FROM: Senate C&RA Staff
Re: SB 308 - "An Act establishing the Alaska energy efficient

home equity fund."

SB 308 will create the Alaska Energy Efficient Home Equity Fund
in the Department of Community & Regional Affairs. Guidelines
and procedures for the fund would be prepared in consultation
with the Alaska Craftsman Home Program.

This bill has a fiscal note of $69.7 general fund and two
positions. The fiscal note and department position paper are in

your packet.

Representatives of the Department of Community & Regional Affairs
as well as the sponsor will be at the meeting. Also, via
teleconference, representatives of the University of Alaska's
Cooperative Extension Service, the Alaska State Homebuilders
Association and the Alaska Craftsman Home Program will attend the
meeting.



STEVE COWPER, GOVERNOR

OF COMMUNITY & REGION \EAFFAIRS 949 E. 36th Avenue
Suite 403
Anchorage, AK 99508
(907) 563-1955

January 22, 1988

The Honorable Arliss Sturgulewski
Chairman, DCRA, Alaska State Senate
P. 0. Box V

Juneau, AK 99811

Dear Sen. Sturgulewski:

An emergency 120-day moratorium has been granted delaying the
effective date of the Energy Conservation Standard for New Res—
idential Building®s Regulation (19 AAC 69.210). The Department of
Community and Regional Affairs intends to extend the moratorium to
October 1, 1988. The moratorium 1is being sought to give the
building 1industry more time to prepare for the implementation of

the standard.

Persons interested 1in commenting on the proposed moratorium are
invited to send written statements to:

Steve Baden

Office of Energy Programs

Rural Development Division

Department of Community and Regional Affairs
949 E. 36th Avenue, Suite 403

Anchorage, AK 99508

Comments will be accepted through February 14, 1988.

I have enclosed a copy of the Notice of Emergency Regulations.
Copies of the standard can be reviewed at any of the Department®s
offices, at public libraries, and at 1local building departments.

Copies of the standard can also be purchased for $4.00 at the
above address.

Sincerely,

Michael C. Harper
Director

Enclosure



NOTICE OF ADOPTION OF EMERGENCY AMENDMENT

As required by AS 44.62.250, notice is given that under
authority vested by AS 46.11.040, the Department of Community
and Regional Affairs amended on this date, as an emergency
regulation, 19AAC 69, Article 2 relating to the Energy
Conservation Standard For New Residential Buildings.

This amendment took effect January 14, 1988

This amendment places a temporary 120 day moritorium on the
implementation of the standard. This action is not expected to
require an increased appropriation.

Copies of this regulation may be obtained by writing to Steve
Baden, Chief, Conservation Section, Department of Community and
Regionsl Affairs, 949 E. 36th Avenue, Suite 403, Anchorage, AK

99508.

Notice is also given that the Department of Community and
Regional Affairs intends to make this regulation permanent under
AS 44.62.260 delaying implementation of the standard to October
1, 1988. Any interested persons may submit written statements
relevant to the action proposed. Written statements and
arguments should be sent to the address given 1in the previous
paragraph and must be received no later than February 24, 1988.

1. 20-88 Signed
DATE David G, Hoffman
Commissioner

Juneau, Alaska
CITY
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A public Workshopjto explaln mkhe standards are flexible enopgh-

«the state"s new"j .energy [conserva—-to

tion standards for''new residential
buildings will be® March 14 in
Ketchikan. : .7 e

. Steve Baden, energy conserva—

tion coordinator*for the Depart—

"be .-;adapted ,-to, Ketchikan"s
warmer,t wetter Climate.l Baden
said the new standards won"t
drastlcally change present build-.
ing practices and that the required
insulation-levels are inTine with.

ment of Community and Regional 1%those already” developed :by" the*

Affairs, will conduct the session.

Notice of the workshop has been

sent "to  all area contractors,

realtors,assessors, and "-others

connected with the housing in—
dustry,.Baden said. The workshop

.will be 2 to 4:30 p.m. in "the

Ketchikan City Council chamber.

The new thermal standards
were scheduled to go" into effect
Jan. 1eof this year. But after
opposition from,, Ketchikan real—
tors, assessors and financial in—
stitutions, Sen. Tloyd Jones and
Rep. John Sund intervened. As a
result, a moratorium on "im—
plementing the new standards
was placed in effect until:Oct. .1,
1988 for areas south of Juneau. *
The moratorium was " latei
extended statewide." =
"Area housing representatives
opposed the new standards
because they felt they hadn"t been
adequately informed of the stan—
dards. They also felt explanations
of the standards weren"t clear and
that they appered to have been
developed for colder, drier
climates than Ketchikan"s.

Some of the questioned pro—
visions are those which limit
windows in new homes and thel
amounts and types of insulation.
It was feared the standards would
change Ketchikan"s construction
standards and increase area con—
struction costs.

The new thermal standards law
applies to all residential buildings
whose construcion begins on or
after Oct. 1, 1988, in order to
qual ify for state financing.

Proponents of the law maintain

Farmers® Home Administration,
the” city "and borough" of. Juneati *

,and the PacificNorthwest.

_Baden also says .the new
standards are cost effective
because the costs .of energy.

building techniques would be
recovered in.a relatively short
period of time through energy
cost savings.

The new standards were devel —
oped through a two-year process
with input from the public and
the housing industry. .

The new law can.be reviewed :
at the Ketchikan Public ,Library.
Copies can be obtained for «$4 :
from Stuart Brooks, Department e
of Community .and Regional
Affairs, Office of Energy Pro—
grams, 949 E. 36th Avenue, Suite *
403, Anchorage AK 99508. I", ;.

Local
meets ear

Individuals- within the housing
industry and members of the
community at large are invited to.

.a workshop session 2 to 5 p.m.

Thursday at the First Bank

conference room. The session is
planned to discuss the state’s new

thermal energy standards, accord—
ing to Trish Hoover. Interested

persons will identify the concerns

the group wishes to put forward

at the state-sponsored workshop

on thermal energy requirements

March 14 inKetchikan.



February 22, 1988

The Honorable Kay Brown
Alaska State Legislature
House of Representatives
P. 0. Box V

Juneau, AK 99811

Dear Representative Brown:

Alaska Housing Finance Corporation is aware of the recent delay of the
effective date of implementing thermal and energy standards for new
construction. Attached is a letter we recently sent to the Department
of Community and Regional Affairs acknowledging our support of the
implementation delay.

Your letter asked about AHFC"s efforts to implement the regulations.
Although AHFC supports the standards, we have neither the staff nor
the expertise to actually implement construction standards. As you
can see from the attached letter, the enforcement of the regulation
has not been addressed. AHFC feels this is a serious omission. We do
plan to require certification that the standards have been met for
loans on new construction, thus keeping AHFC loans in compliance with
statutes.

Please let me know if you have any other questions.

Sincerely,

Mortgage Operations Director
ec

Enclosure

235 East 8th Avenue P.0. Box 101020
Telephone (907) 276-5599 Third Floor Anchorage, Alaska 99510



Alaska State Legislature

HOUSE OF REPRESENTATIVES

Committee on Finance
P.O. Box V
State Capitol

March 9, 1988 Juneau, Alaska 99811

Official Business

Ronald D. Lehr, Executive Directcr
Alaska Housing Finance Corporation
P.0.Box 101020

Anchorage, Alaska 99510

Dear Dr. Lehr,

I recently received from Betty Cook a response to my letter of February 8th
regarding AHFC"s efforts pertaining to implementation of the minimum state
thermal standards (AS 46.11.040) for new residential buildings. While Iam
pleased to know that you apparently support the standard, | remain
concerned that you have yet to identify a specific and comprehensive
implementation strategy.

Ms. Cook®s letter indicated that AHFC plans to require certification that the
standards have been met for loans on new construction, but that
"enforcement of the regulation has not been addressed.” | agree that this isa
serious "omission but mtisalso my understanding that responsibility for
enforcement of the standard lies primarily with AHFC. Iam anxious towork
with you to ensure that this omission is addressed.

Some clarification of your plans would be appreciated. In particular:
= By what means will certification take place?

= \Who will be responsible for the certification and what will the
process entail?

=l{lhat are the timelines for your agency"s implementation plan?

Since the thermal standard is due to take effect on October 1, 1988, 1tis
essential that these questions be addressed and appropriate decisions made
in the very near future. While I appreciate that the implementation effort
may present some difficulties, it is my understanding that the Department of
Community and Regional Affairs has been trying towork with AHFC since
early 1986 to devise aworkable implementation strategy. Since that time
there have been numerous contacts by DCRA on this issue, which include:



April 8, 1986 - letter from (former) DCRA Commissioner Notti
outlining an implementation method adopted by the South Dakota Housing
Development Authority.

August 13, 1986 - correspondence from Commissioner Notti describing
possible implementation options.

March 5, 1987 - correspondence from Commissioner Hoffmann
requesting information on how AHFC wilt implement the standard. (Itismy
understands. ,you responded by indicating that you would incorporate the
compliance standard inyour Seller/Servicer guidelines in the last quarter of
1987.)

May 11, 1987 - letter from DCRA Housing Assistance Director Micheal
Harper proposing a compliance method based upon builder training, self-
certification and spot inspection.

August 4, 1987 - correspondence from DCRA Housing Assistance
Director Micheal Harper suggesting mandatory builder training education
through the Alaska Craftsman Home Program and offering to pay the
workshop fees. (Betty Cook responded saying that AHFC was "not yet certain
of the actual requirement” that would be used to assure compliance with AS

46.11.040.)

November 19, 1987 - a meeting between AHFC staff Wayne Mundy,
DCRA staff Steve Baden, Division of Occupational Licensing Director Randall
Burns and Ray Price from the Office of the Governor.

November 23, 1987 - meeting between Steve Baden and Wayne
Mundy to further discuss implementation options at which time itwas
indicated that DCRA would implement the standard for its loan program.

February 12, 1988 - correspondence from Micheal Harper indicating
that DCRA would, inresponse to concerns about the need for greater public
education on the standards, be holding workshops in twenty communities
throughout the state starting March 14th. Mr. Harper asked - as Idid inmy
letter of February 8th —for specific information on AKFC § implementation

plans.

Dr. Lehr, this history of correspondence makes it painfully clear that the
effort to 1dentify a specific implementation strategy has been discussed
thoroughly. The time has now come for AHFC to make some basic decisions



about how the standards will be implemented and enforced. As you know,
the effective date of the new regulations was deferred as a result of
confusion about the standards and the fact that a clear implementation
strategy had not yet been devised. ltwould be 1rresponsible to allow such a

situation to persist.

DCRA, for its part, isworking to ensure that the building industry is familiar
with the standards; it is imperative that AHFC also make acommitment to
promptly resolving any outstanding ambiguity regarding implementation. As
noted h* Mr. Harper inhis February 12th correspondence toyou regarding
the DCRA workshops: "One of the questions that is sure to arise [in the DCRA
workshops] ishow your corporation will implement the standard...." The
guestion remains.

I am anxious to learn the specifics of your implementation strategy and
propose that you, Commissioner Hoffmann and 1 meet to discuss this Issue so
that we do not all find ourselves once again at an impasse when the
regulations go into effect this October. Iwould also like to ask that you take
a personal interest in making sure that this matter isgiven priority
attention.

I look forward to your response and learning when we can meet.

Sincerely,

Representative Kay Brown

Qc: Commissioner David Hoffmann
Ray Price
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