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HB 253 "An Act making a special appropriation for payment
AS A GRANT TO THE CITY OF FAIRBANKS FOR
REPLACEMENT OF TECHITE SEWER PIPE; AND PROVIDING
FOR AN EFFECTIVE DATE." - BOYER

House Bill 253 would appropriate 2 million dollars to the City of
Fairbanks for the repair of a techite sewer pipe. The pipe runs
PARALLEL TO THE PEGER ROAD FROM AIRPORT ROAD TO VAN HORN ROAD. THE
Department of Transportation has plans to widen this road, which is a
MAJOR TRAFFIC LANE INTO THE CITY, BUT FEARS .J DO SO BEFORE THE PIPE
CAN BE REPAIRED. HOWEVER, THE CITY OF FAIRBANKS DOES NOT CURRENTLY
HAVE SUFFICIENT FUNDS TO DO 0.

Here to speak on its behalf is the sponsor Representative Mark Boyer

There is no Ffiscal note because it is an appropriation bill.

I DOUBT THAT THIS BILL WILL PASS DUE TO THE FISCAL IMPACT. HOWEVER,
THE SPONSOR HAS ASKED THAT IT BE SCHEDULED AND IT WOULD NOT HURT US
TO PASS IT OUT AS A NO REC. Wb HAVE FOUR BILLS ON THE SCHEDULE NOW.
I told Mark" staff that his would be up last and that we would try
TO GET IT THROUGH, BUT WOULD OTHERWISE BRING IT BACK ON THE THURSDAY.
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ALASKA PUBLIC UTILITIES COMMISSION //

DEPARTMENT OP COMMERCE AND ECONOMIC DEVELOPMENT 420 "1" STRUT
SUITE 100

ANCHORACt, ALASKA 99501
(907) 276-6222

ALASKA PUBLIC UTILITIES COMMISSION

COMMENTS ON CSBB 207
April 11, 1989

cssb 207 authorizes a municipality to create a lien on real prop-
erty to secure payment for services provided by a municipally-
owned utility. The bill further provides that the lien may be
enforced in the same manner as a property tax lien.

The public policy issue of what authority should be given to
governmental entities, such as municipalities, to collect money
from its citizens 1is appropriately resolved by the Legislature.
The commission would point out, however, that CSSB 207 provides
municipalities, 1in their role as utilities, with significantly
greater reoourse against consumer/citizens than is generally al-
lowed publid utilities by regulatory commissions, courts, and

legislatures.

The Commission has adopted specific rules and regulations regard-
ing the billing and collection practices of electric and tele-
phone public utilities, and those rules and regulations are
applicable to those municipally-owned utilities which are subject
to economio regulation by the Commission, CSSB 207 creates the
potential that the billing and collection practices adopted by
municipalities for certain utilities will conflict with the reg-
ulations established by the Commission.
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The problem laised by the City of Nenana which resulted iIn this
legislation was limited to collection of charges for water and
sewer service. The Commission notes that payment and collection
of rates for eewer and water servioe has traditionally been han-
dled somewhat differently than for other utilities. For example,
landlords generally remain responsible for water and sewer ser-
vice, while tenants generally obtain and pay for other utility
services. In addition, 1t may not be practical to use discon-
tinuance of service as a means to secure against loss for non-
payment. ThuB, the Commission believes that it might be
preferable i1f any legislation on this subject were limited to the
problem raised by the City of Nenana involving water and eewer
servioe.
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> A utility shall inform customers applying for levelized billing as
to how the levelized billing estimate wus developed; how levelized
billing will impact a customers monthly utility bill; and that the
utility may adjust the customer’s monthly levelized bill under (c) of
this section.

(c) A utility shall adjust u customer’ levelized billing annually, or
more frequently ifthe utility's estimate ofthe customer’s usage or cost
varies significantly from the customer’ actual usage or cost. The util-
ity or the customer may initiate the adjustment for causes including
weather and rate changes.

(d) In the case of an overcollection determined at the time of the
annual adjustment required by (c) of this section, a termination of
service, or a termination of the levelized billing plan, a utility shall
immediately refund or credit the excess payment to the customer ac-
count, as appropriate.

(e) A utility may not refuse enrollment in levelized billing to a
customer whose current bill at the time of enrollment is past due or
delinquent if the customer enters into a deferred payment agreement,
as described in 3 AAC 52.445. (Eff. 1/1/87, Register 100)

Authority; AS 42.05.141
AS 42.05.151
AS 42.05.291

3 "vAC 52.445. DEFERRED PAYMENT AGREEMENTS, (a)
For a residential customer who demonstrates that economic hardship
prevents payment in full of a delinquent bill, a utility may not refuse
to restore or continue service unless the customer refuses to agree to
or comply with a deferred payment plan meeting the requirements of
this section.

(b) A deferred payment agreement between a utility and a residen-
tial customer must provide that service will continue if the customer
meets all of the following conditions:

(1) the customer agrees to pay one-third, or less at the option of
the utility, of the outstanding bill at the time the parties enter into
the deferred payment agreement;

(2) the customer agrees to pay all future bills for utility service in
accordance with the effective billing and collection tariffs of the-
utility; and

(3) thj customer agrees to pay the remaining outstanding bal-
ance in installments over a period not to exceed 12 months.

(c) The duration of a deferred payment agreement must be at least
three months unless the customer agrees to a shorter period.

(d) A utility may include provisions for deferred payment agree-
ments with non-residential customers in its tariff, or may negotiate
them by special contract

488
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(e) In determining a reasonable deferred pay.Tien* schedule, a util-
ity and customer shall consider the following conditions, u list of
which must be presented to the customer:

(1) size of the delinquent account;

(2 customer’s ability to puy;

(3) customer’s payment history;

(4) length of time the debt has been outstanding;

(5) circumstances that resulted in the outstanding debt; and

(6) any other relevant factors related to the circumstances of the
customer.

(f) A deferred payment agreement must be in writing and must be
signed by the customer and an authorized utility representative. A
deferred payment agreement may include a finance charge as speci-
fied in the utility’s effective tariff, but the charge may not exceed that
allowed by AS 45.45.010(a).

(9) A utility shall offer comparable terms and conditions to cus-
tomers with similar payment problems.

(h) If a customer fails to fulfill the terms of a deferred payment
agreement, the utility may disconnect service under 3 AAC 52.450(d).
The utility may offer a subsequent deferred payment agreement be-
fore disconnecting the customer’s service. (Eff. 1/1/87, Register 100)

Authority: AS 42.05.141
AS 42.05.151
AS 42.05.291

3 AAC 52.450. DISCONNECTION OF SERVICE, (a) A utility
may disconnect service to a customer without advance written notice
under the following conditions:

(1) an immediate hazard exists which threatens the safety or
health of the customer or the general population or the utility’
personnel or facilities;

(2) the utility has evidence of meter tampering or fraud by the
customer; or

(3) a customer has failed to comply with the curtailment proce-
dures imposed by a utility during emergency supply shortages,
(b) A utility may commence disconnection procedures in accordance

with the notice requirements of (c) of this section for any of the follow-
ing reasons:

(1) failure of the customer to pay for utility service within 55
days after initial rendering of the bill unless the customer has en-
tered into a deferred payment agreement;

(2) failure of the customer to meet or maintain the utility’s de-
posit requirements;

(3) knowing and continued failure of the customer to provide the
utility with reasonable access to its meter, equipment, or property;

489
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(4i customer breach of n special contract between the utility and
customer for utility service; or

(5) necessity of the utility to comply with rn order or regulation
of any governmental agency with proper ji .isdiction
(c) the following notice ruquiremonta apply to service disconnec-

tions permissible under (b) of this section:

tl) Except as provided in (2) of this subsection and in (d) of this
section, a utility shall, at least 15 days before the scheduled date of
disconnection, mail or deliver to the customer a written notice of its
intent to disconnect service, A copy »i the termination notice must
be simultaneously forwarded to any third party designated by the
customer on a service application. The notice must contain, at u
minimum, the following information:

(A) the name and address ofthe customer whose service is to be
disconnected and the service address, if different;

(B) the date on or after which service will be disconnected un-
less the customer takes appropriate action;

(C) an explanation ofthe reason for the proposed disconnection,
including, if appropriate, a statement of the amount of the delin-
quent bill which the customer has failed to puy in accordance with
the payment policy of the utility;

(D) if disconnection is premised on payment delinquency,

(i) a statement advising the customer to contact the utility
for information regarding deferred payment and other proce-
dures that the utility may offer to avoid disconnection of the
customer’ service; and

(i) a list of any governmental or social assistance ugencies,
of which the utility is aware, that may offer energy assistance
to qualified needy customers;

(E) a specific request that if a customer’s residence is occupied
by a person seriously ill, elderly, handicapped, or dependent on
life support systems, the customer should notify the utility imme-
diately of that circumstance for consideration in avoiding discon-
nection;

(F) a statement advising the customer that the utility’s stated
reason for the termination of service may be disputed and poten-
tially resolved by contacting the utility at a specific address or
telephone number;

(G) a statement that the utility retains the right to terminate
service, after allowing a customer who disputes a bill the opportu-
nity for a meeting, if the utility continues to find that the reason
for the disconnection is just;

(H) the telephone number and address ofthe commission and a
statement that the customer may file a complaint with the com-
mission under 3 AAC 48. 120 or 3 AAC 48.130 if not satisfied
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with tho utility's response or resolution of a contested hill or tariff

provision; and

1) the amount of tho utility's tariffed charges for disconnection
and reconnection of service.

(2) Ifa utility has been informed that a residence is occupied by a
person seriously ill, elderly, hundicapped, or dependent on life sup-
port systems, the utility shall provide tho notice required by (1) of
this subsection at least 30 days before the scheduled date of discon-
nection. In any case in which u utility is notified after issuance ofa
termination notice that u customer’s residence is occupied by a per-
son seriously ill, elderly, handicapped, or dependent on life support
systems, tho utility shall extend the disconnection date by 15 days
and notify the customer of the extension.

(3) Not less thun three working days prior to disconnection, tho
utility shall attempt personal contact with the customer either by
telephone or by visit of an authorized utility representative to the
premises. If by telephone, the utility shull uttempt to make contuct
no less than three times at various periods in the day. A utility shall
keep records of all attempted and completed telephone contacts,
showing at least the time, tho person making the attempt, and the
outcome. If by visit to the premises, the utility’s authorized repre-
sentative shall hund-deliver a "Shut-Cff Notice" to the customer or,
if no personal contact is possible, leave the notice in a prominent
place. The "Shut-OIF Notice" or completed telephone call must pro-
vide the customer with the following information:

(A) the name and address of the customer and the service ad-
dress, if different;

(B) a concise statement of the reasons for the impending dis-
connection of service;

(C) the date on or after which service will be disconnected;

(D) the business office telephone number, after-business-hours
telephone number if applicable, and the address of the utility
where the customer may pay the delinquent bill, enter into a
deferred payment agreement, or file a bill dispute complaint; and

(E) the amount of the charges for disconnection and reconnec-
tion of service.

(4) If a utility knows that a landlord/tenant relationship exists,
the following additional provisions apply:

(A) For individually metered premises where the landlord
the customer and the notice period provided for in (1) — (3) of this
subsection has txpired, the utility shall notify the tenant in writ-
ing of the option of subscribing for service in the tenant’s own
name. However, the utility may not attempt to recover from the
tenant or condition service to the tenant on the payment of any
outstanding bills or other charges due from the outstanding ac-
count of the landlord. If, however, the tenant has a previously

491
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outstanding balance* at the suine service address, Ju* utility may
condition service to tliat tenant on terms acceptable to the utility
for repayment of the outstanding balance plus a deposit in compli-
ance with the utility’ turiff. Ifthe tenant declines to subscribe for
individual service, or arrange for payment of the delinquency if
applicable, within 10 duys after written notice by tbe utility is
mailed or delivered to the tenant, the utility may disconnect ser-
vice without further notice.

(B) For master-metered premises where the landlord is the cus-
tomer and the notice period provided for in (1) —(3) of this subsec-
tion has expired, the utility shall give individual notice of the
pending disconnection to each tenant served through the master
meter at least 14 duys before disconnection.

(C) Ifthe tenant is the customer and the notice period provided
for in (1) — (3) of this subsection has expired, the utility shall
notify the landlord in writing of the option of subscribing for the
service provided at the tenant’s premises. However, the utility
may not attempt to recover from the landlord or condition service
to the landlord on the payment of any outstanding bills or other
charges due from the outstanding account of the tenant. If, how-
ever, the landlord has a previously outstanding balance at the
same service address, the utility may condition service to that
landlord on terms acceptable to the utility for repayment of the
outstanding balance plus a deposit in compliance with the util-
itys tariff. If tlrr landlord declines to subscribe for service, or
arrange for payment of the delinquency if applicable, within 10
days after written notice by the utility is mailed to the landlord,
then the utility may disconnect service without further notice.

(d) At least three working days before disconnection, a utility shall
give written or telephone notice of disconnection, in accordance with
(C)(3) of this section to a customer who has failed to comply with a
deferred payment agreement.

(e) Within 10 days after the date specified on a "Shut-Off Notice", a
utility may, without further notice, disconrect service to a customer
between the daily business hours of 8:00 a.m. on Monday to 5:00 p.m.
on Thursday. Service may not be disconnected on a Friday or a day
preceding a holiday.

(0 A utility may not disconnect service to a customer for any of the
following reasons:

(1) delinquency in payment for services rendered to a prior cus-
tomer at the premises where service is being provided, except in the
instance where the prior customer continues to reside on the prem-
ises;

(2) failure of the customer to pay for services or equipment no!
regulated by the commission;
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(3) nonpayment of a bill related to another class of service at a
different service location;

(4) the customer disputes the amount due on the delinquent ac-
count, complies with the utilitys tariffed rules on customer bill
disputes, and the dispute remains under investigation by the utility
or by the commission; however, a customer shall pay any undis-
puted amount, and the utility may proceed to disconnect service in
accordance with this section for failure to pay any undisputed
amounts; or

(5) the customer is unable to pay the full delinquent amount due,
qualifies under the utility’s tariffed eligibility requirements for de-
ferred payment agreements, and is in compliance with a signed, or
is in the process of timely negotiating a, deferred payment agree-
ment.

(9) A utility may remove any or all of its property installed on a
customer’ premises upon disconnection of service.

(h) A utility shall restore service within three working days after
correction of the conditions that resulted in the disconnection. Correc-
tion includes execution of a deferred payment agreement. If service
restored during a period other than regular working hours at the
customer’ request, the utility may impose an after-hours charge for
reconnection.

(i) Each utility shall maintain a record of each disconnection of
service, including the reason for the disconnection. This record must
be maintained for two years and must be available for commission
inspection. (Eff. 1/1/87, Register 100)

Authority: AS 42.05.141
AS 42.05.151
AS 42.05.291

3 AAC 52.455. LINE EXTENSIONS AND SERVICE CON-
NECTIONS. (a) A utility’ tariff for line extensions and service con-
nections, or, if appropriate, special contracts under 3 AAC 48.390,
must include the following:

(1) the amount of the costs, maximum footage, or equipment al-
lowance for a line extension and a service connection, to be provided
by the utility at no charge; the utility may specify different allow-
ances for different customer classes;

(2) a requirement, subject to the provisions of (3) and (4) of this
subsection and to (c) and (d) ofthis section, that a customer request-
ing a line extension or service connection must pay all costs which
exceed the amount for which the utility is responsible under (a)(1) of
this secticii;

(3) astatement that the customer is not responsible for the cost of
system upgrade that is incidentally the result of the customer’

Ad3



CSSB 173 C&RA '"An Act relating to municipal petitions and
ELECTIONS, AND TO APPOINTMENT TO FILL CERTAIN
MUNICIPAL OFFICES."™ - ADAMS

Committee Substitute for SB 173 C&RA would clarify procedures

RELATING TO MUNICIPAL PETITIONS AND ELECTIONS WHICH WERE MISSED WHEN

Title 29 was revised. This is one of the Alaska Municipal League's

LEGISLATIVE PRIORITIES AND HAS THE SUPPORT OF THE ALASKA ASSOCIATION

of Municipal Clerks.

There 1s a zero fiscal note from the Department of Community and

Regional Affairs.

We will be on Tzleconfernce for this bill.

Here to speak on behalf of the legislation is Martha Stewart,

legislative aide, to Senator Al Adams.

TELECONFERENCE:

Gaye Vaughan, Alaska Association of Municipal Clerks.
ALSO TO TESTIFY:

Scott Burgess, Alaska Municipal League

We do not have to move to adopt CSSB 173 C&RA for purposes of
discussion. This is because 1t is the version already adopted by a
body (the Senate) and refferred to us. However, we do have to
include the entire title Committee Substitute for SB 173 C&RA when
EVER IT IS REFERRED TO OR TO MOVE IT OUT OF COMMITTEE.
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STATE OF ALASKA BILL VERSION: CSsB 173 (CSRA)
1989 LEGISLATIVE SESSION PUBLISH DATE: 3/8/89

FISCAL NOTE

REQUEST:

Revision Date: Agmry Affected; Conmunity & Regional Affairs
Tide: "An Act, .municipal petitions and BRU:"

elections..certain municipal offices.™

Sponsor: Senator Adams Components

Requestor:

EXPENDITURES/REVENUES:  (ThousandsofDollin)

OPERATING FY 8 FY 90 FY 9 FY 92 FY 93 FY A

PERSONAL SERVICES

TRAVEL
CONTRACTUAL

SUPPLIES
EQUIPMENT

LAND A STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- ~6- _0- _0-

CAPITAL

' REVENUE -

FUNDING: (Thousands of Dollars)

GENERALFUND -0-

FEDERALFUNDS

OTHER

TOTAL -u- -0- -0- -0 - -u - -0-

POSITIONS:

tULL-IIMB -0 -
PART-TIME
TEMPORARY

ANALYSIS : (Attacha separate page if necessary)

fteparcdby: Plasman, Deputy Dlre_ctor 1 W .-465-4750
Division: Murinai & Reefofcnal Asssistance Date: 3/7/89
Approved by Commissiomer . . S _ pate: 3. 7.
Agency: Community"& Wfgionai Airaor”™y

Distribution (bypreparer):
Legislative Finance
Legislative Sponsor JQjY '+K.c
Requestor
Office of Management and Budget
Impacted Agency(ies) page. 0 f-------



STATE OF ALASKA bitt vrpsinN CS SB-173 (C&RA)
1989 LEGISLATIVE SESSION PUBLISH DATE: _ 3/28/89

FISCAL NOTE

REQUEST:

Revision Date: AgencyAfTccted: O ffice of the Governor
Tide : An act relating ..to.municipal BRU: Elections

petitions & elections

Sponsor:  Adams Components : | ~ £I1££IifIH a

Requestor: Adams

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 * FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

UVND <.STRUCTURES
GRANTS, CLAB*5
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL

REVENUE -0 - -0 - -0 - -0 - -0 - -0 -

FUNDING: (ThousandsofD tars)

GENERAL FUND -0 - -0 - -0 - -0 - -0 - -0--
FEDERAL FUNDS
OTHER

TOTAL -l

- -0 - -0 - -0- -0 - -0-

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attacha separate page if necessary)

Prepattcby: Unda Edgeworth Phone: 465-4611
Avision or .Elections Date:
ate: _
Approved by Commissioner: r u- _ Datem 2U I1Q .

Agency: Division or ille “lons

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

Impacted Agency(ies) page, of

(



Alaska £s>tate Hcgi“"slaturc WHILE IN SESSION
P.O. Box V

A]. AdamS Slate Capitol

A L Juneau, Alaska WHII
DIStrICt L CW ) 465-3707

OUT OF SESSION
P.O, Box 51)
Kot:ehue, Alaska 44752
e>07) S42-3245

Aprll 7, 1989 3111 C Street

Anchorage, Alaska 94503
(907) 561-7622

Ollul.il Iimiics'

TO: Representative MaclLean, Chairman
House Community & Regional Affairs Committer

FROM: Senator Al Adams

RE: SB 173

Thank you for scheduling SB 173, "An Act relating to municipal
petitions and elections, and to appointments to fill certain municipal
offices."

This bill clarifies procedures relating to municipal petitions and
elections and was developed in response to concerns brought to my
attention by the Alaska Municipal League.

In general, SB 173 clarifies petition procedures,require: a prime
sponsor to be designated onpetitions, establishes a 30 d«y
registration requirement for voting in municipal elections, permits a
municipality by ordinance to require a person whose registration has
been cancelled to reregister in order to vote in municipal elections,
provides special initiative or referendum requirements for
ordinances or resolutions that affect only part of the municipality,
and prohibits appointment of a recalled official to fill the vacancy
created by the recall.

Attached is a sectiu al analysis and fiscal note for CSSB 173 (C & RA).
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM April 5, 1989
SUBJECT: Sectional summary of CSSB 173 (C&RA)
TO: Representative Eileen MaclLean
FROM: Tamara Brandt Cook a//

Director AN

Division of Legal Services

Sec. 1. Makes municipal initiative and referendum petition

requirements applicable to local option petitions (regarding
regulation or prohibitions on the use and possession of al-

coholic beverages).

Sec. 2. Requires a unification petition to comply with re-
quirements for a municipal iInitiative and referendum peti-
tion. The clerk submits the completed petition to the as-
sembly with a report of the number of valid signatures de-
termined by the clerk to be on it.

Sec. 3. Requires a petition calling for election of a char-
ter commission to be prepared under requirements applicable
to an Initiative and referen.™>"m petition. The completed
petition is submitted by the clerk to the governing body
with a report of the number of valid signatures on It.

Sec. 4. Requires a petition for adoption of a manager plan
to meet the requirements applicable to an initiative and
referendum petition. If the clerk certifies that the peti-
tion i1s sufficient, 1t Is submitted to the governing body.

Sec. 5. Reworded slightly, but no substantive change.

Sec. 6. Repeal of a manager plan requires the same proce-
dures as adoption. The repeal is effective within 60 days
after certi.fi "ation of the election approving repeal.

Sec. 7. Permits a person to vote in a municipal election
oniy if the person 1Is registered to vote iIn state elections



Representative Eileen MaclLean
Page 2
April 5, 1989

at a residence address within the municipality at least 30
days before the municipal election.

Sec. 8. Permits a municipality to require that a person be
registered to vote iIn state elections at the address iIn the
municipality claimed as the residence.

Sec. 9. Permits a municipality by ordinance to require a
person whose registration has been cancelled to re-register
before voting m municipal elections.

Sec. 10 Requires the name and address of a prime sponsor to
be included on an i1nitiative or referendum application.
Correspondence relating to the petition iIs sent to that
prime sponsor.

Sec. 11. Copies of the petition are provided to sponsors at
the clerk®s office, although, special circumstances are
listed under which a copy will be mailed.

"ec. 12. Adds a cross reference to an exception added in
the next section.

Sec. 13. Provides special initiative or referendum require-
ments for ordinances or resolutions that affect only part of
a municipality.

Sec. 14. The clerk need only notify the prime sponsor of an
insufficient petition.

Sec. 15. A recall petition must i1dentify a prime sponsor.

Sec. 16. Copie® of a recall petition are to be made avail-
able to sponsors atthe clerk s office. A copy will be
mailed only in special circumstances.

Sec. 17. The clerk is required to inform only the prime
sponsor of the number of signatures needed on a recall peti-

tion.

Sec. 18. The clerk is required to inform the prime sponsor
if the petition is insufficient.

Sec. 19. Minor rewording.
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Sec. 20. A person who 1is recalled may not be appointed to
the same office to fill that vacancy until a successor is

elected.

Sec. 21. Deletes definition of voter and substitutes a
cross-reference to the statute that sets out voter quali-

fications .

TBC:gc
WKG9/011



T0: Representative Eileen MaclLean, Chair
Members of the House Community and Regional Affairs Committee

FROM: Scott A. Burgess, Executive Director® ~ -)
DATE: April 10, 1989

SUBJECT: CSSB 173 (C&RA)- Municipal Petitions andElections

The Alaska Municipal League supports CSSB 173 (C&RA). In November 1988, the
AML Board identified amendments to the statutes governing municipal
elections to correct inconsistencies 1in those statutes and, where
appropriate, to allow for greater local control, efficiency and fairness as
a top priority of the League for the 1989 legislative session. CSSB 173
(C&RA) addresses several of the individual issues outlined in the League’s
Municipal Platform.

Sections 1, 2, 3 4, 5, and 6 clarify the petition process for elections on
local liquor option under Title 4, and unification, charter commission
formation, and the manager plan adoption or repeal under Title 29. The
language in most cases adopts the existing petition process under Title 29
(AS 29.26.100 -.190) with some amendments.

A process for initiative and referendum petitions is established in AS
29.26.100-.190. The statutes governing adoption or deletion of the manager
plan (AS 29.20.460), alteration of forms of government (AS 29.06), and the
local liquor option (AS 4.11.502) currently contain vague references to "by
petition”™ but do not specify that the procedures governing such petitions
should be those in AS 29.26.100-.190.

Sections 7 and 8 of CSSB 173 (C&RA) amend the voter qualification criteria
for municipal elections under Title 29. Municipal elections are carried out
under Title 29, whereas state elections are governed by Title 15. Sections
7 and 8 clarify that an individual 1is required to be registered within the
State of Alaska and the precinct, district, service area, or municipality
in which they reside not less than thirty (30) days immediately preceding
the date of the municipal election.

Most municipalities have addressed this requirement by incorporating state
law into local ordinances; however, the requirements should be clarified.
Votes should be registered within the area, precinct, or municipality in
which they seek to vote. A person must be a resident and registered in the
new area 30 days prior to voting in a local election. Tl#«rty-day residency
and registration requirements are standard conditions placed on an elector’s
entitlement to vote and are based upon substantial public policy reasons
such as ensuring that electors are informed about the candidates and issues

MENDER O* T*E NATIONAL LEAGUE O* CITIES AND T*E NATIONAL ASSOCIATION Of COUNTIES



AML Testimony on CSSB 173 (C&RA)
April 10, 1989
Page 2

of the election, ensuring that an elector in the area has a stake in the
election, administrative convenience, and elimination of fraud in elections.
Section 9 would allow a municipality the option of passing an ordinance
requiring a resident to register to vote in the municipal election if he/she
has not registered in the municipality or voted for two years, or have
his/her name purged frjm the eligible voter list. Under Title 15, a voter
whose registration has been canceled for non-activity, may still vote in an
election as long as they have been registered at sometime during the two
previous general elections. This approach works well for state elections
because of the Division of Elections immediate access to past records of
canceled voters. However, for some municipalities without such easy access
(e.g other than Anchorage, Fairbanks and Juneau) this is a burden. The bill
would allow each municipality the discretion to determine the procedure
regarding purgec voters for its elections, while not interfering with the
procedures utilized by the State.

Sections 10 - 12 and 14 - °8 address the initiative, referendum and recall
petition by amending Title 29 to a) require the municipal clerk to notify
the designated contact who submits an application for an initiative,
referendum, or recall petition of the sufficiency of the application and the
availability of the petition and b) require the clerk to provide petitions
only to persons who request a petition in person, or in writing if located
in a multi-community municipality, from the clerk’s office.

The Title 29 revision of 1986 provided an entirely new format for
initiative, referendum, and recall petitions. This format has been tested,
a,id it is time for some revisions to "tighten up™ some portions of it.
First, it should be clarified that the burden of contacting the sponsors of
applications for petitions should be on the designated contact sponsor, not
on the clerk. Applications for petitions in larger municipalities may
contain hundreds of names of sponsors, many of whom aren’t even aware they
have been listed.

Second, petitions should be given only to those who agree to circulate the
petition and sign for it. This would make the initiative, referendum, and
recall process more manageable for the public and the clerk.

Section 19 is a technical clarification of AS 29.26.330, the form of a
recall ballot, requiring material be filed at least 20 days before the
election.

Section 13 amends AS 29 26.110-.190 to make a distinction for initiative
and referendum issues of non-areawide or service area powers. AS 29.26.100-
-190, which outlines the standards and process associated with a referendum
election, mentions only municipal voters and makes no distinction as to
voters inside the city and ehose outside it. The statutes do not require
that petitioners or voters o,- an initiative or referendum be within the
proposed or existing service area. Repeal of a non-areawide or service
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area power would affect residents located outside cities, but under current
statutes voters within cities could have a significant, and potentially
dominant, role in determining whether residents outside the city receive

services.

Section 20 amends Title 29 to prohibit a recalled elected official or a
recalled official appointed to an elected office from being appointed to the
vacancy created by the recall. If voters recall an elected official or an
official appointed to an elected office, the voters have spoken, and their
decision should stand. Prohibiting a recalled official from being
reappointed also avoids pressure on other elected officials. Basically,
allowing a recalled person to be appointed to the vacancy created by his or
her recall is contrary to the whole recall process. AS 29.26.320(c) states
that a person who resigns (during a recall process) may not be appointed to
fill the vacancy. To be consistent, a recalled official should not be
appointed to the vacancy created by the recall.

The AML supports CSSB 173 (C&RA) and urges the Committee and the Legislature
to pass the bill to bring clarity and fairness to the municipal elections

process.



Resolution of the Alaska Municipal League

Resolution No. 89-6

A RESOLUTION URGING THE AMENDMENT OF MUNICIPAL
ELECTION STATUTES TO CORRECT INCONSISTENCIES
AND ALLOW FOR GREATER LOCAL CONTROL

WHEREAS, several inconsistencies exist in the state laws governing
municipal elections and the election process which are inappropriate, and

WHEREAS, these inconsistencies and incongruities impede the efficient
management of the municipal elections process and introduce inequities into
the election process, the foundation of our democratic system of government,
and

WHEREAS, the limitations on staff and funding for the Alaska Public
Offices Commission preclude the commission from adequately enforcing state
statutes at the municipal level;

NOW, THEREFORE, BE IT RESOLVED that the Alaska Municipal
League urges the 16th Alaska Legislature and the Governor to pass
legislation amending the statutes governing municipal elections to correct
these inadequacies by adopting a package of election revisions proposed by
the municipalities themselves through the Alaska Municipal League.

Adopted at Annual Business Meeting o November 18, 1988 o Fairbanks, Alaska
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SUGGESTED AMENDMENTS
SENATE BILL 173

The Division of Elections has reviewed the text of this bill
and supports its general intent. It Is 1mportant to note,
however, that the Division of Elections is not directly
affected by the main text of this bill. However, the
Division serves municipalities in eehe conduct of local
elections in a support capacity, specifically in maintaining
voter registration rolls, providing voter lists and precinct
registers, recording local voter history and determining
precinct boundaries and polling sites. We, therefore, work
with and lend our support to the Municipal League and local
governments on these issues whenever possible. We support
the general content of this bill because we agree with local
officials that current laws regarding voter qualification
and petition processing do not adequately address the needs
of local officials iIn the administration of these functions.

The Division wishes to focus i1ts comments specifically on
the sec ons regarding voter qualifications. It 1s our
underu -iding that the purpose of this legislation is to
resolv wo major issues that, under current law, are
unclear.

1. Under current law a voter must be a "residentl of
the municipality in which he or she wants to vote for
30 days prior to an election. The law makes no
requirement that they also be "registered" iIn the
community. As long as they are registered somewhere to
vote iIn state elections, local officials must count
their vote.

2. Under existing provisions there is no clear
statement as to the deadline by which a voter qualified
in state elections must be registered for local
elections.

The provisions of Section 7, are intended to clarify the
requirements. Having discussed this 1issue with the
Executive Director of the Alaska Municipal League, membe.]j
of the League"s legislative committee, and legal counsel for
the league, the Division would like to recommend a friendly
amendment to the bill which we believe more clearly fulfills
the intent of the legislation. The text of that amendment
is attached.



Sec. 7. AS 29.26.050(a) 1s amended to read:

Sec. 29.26.050. VOTER QUALIFICATION. (@ A person
may vote i1n a municipal election only if the person

(1) is [A UNITED STATES CITIZEN WHO 1IS) qualified to
vote iIn state elections[,] under AS 15.05.010;

(2 has been a resident of the municipality for 30 day
immediately preceding the election;

(3 1s registered to vote in state elections at a
residence address withir the municipality at least 30 davs
before the municipal election iIn which the voter seeks to
vote, and

(4) 1s not disqualified under art. V ot the state

constitution.

Date



Another 1issue that has been raised by municipal officials
rolatou to the status of votes cast by voters who have been
purged. Under Title 15, a voter whose registration has been
canceled for non-activity, may still vote in an election as
long as thoy have boon registered at sometime during the 2
previous general elections. This approach works well for
3tate elections because of the Division"s iImmediate access
to past records of cancelled voters. For some
municipalities this a burdon and it has been suggested that
the provision be deleted. While the Division of Elections
would not support such a repeal for state .elections we are
sensitive to the burden it puts on some municipalities.

Should the Municipal League and municipalities wish to
pursue this 1issue, however, we offer the following
suggestion which would allow each municipality the
discretion to determine the procedures regarding purged
voters which will be utilized for its elections, while not
interfering with the procedures utilized by the State.

Add a new subsection to AS 29.26.050 to read:

(d) A municipality by ordinance may require that a
person whose registration has been cancelled under AS
15.07.130 must reregister and meet the qualifications under
(@ of this section to vote in the municipal election.



5 29.26.100 Alaska Statutes Supplement $ 29.26.120

Article 2. Initiative and Referendum.

Section Section
tOO Kesvrviitioti of pow«*r» 130. Protest
110. Application tor petition 160. New petition
120. Contents of petition 170. Initiative election
130 Signature requirements 180. Referendum election
140. Sufficiency of petition 190 Effect

Effective dote of article. — Section

90, ch. 74. SLA 1935 provides: 'This Act
take* effect January 1.1986."

Sec. 29.26.100. Reservation of powers. The powers of initiative
and referendum are reserved to the residents of municipalities, except
the powers do not extend to mutters restricted by art. XI, sec. 7 of the
state constitution. i§ 9 ch 74 SLA 1985)

Sec. 29.26.110. Application for petition, (a) An initiative or
referendum is proposed by filing an application with the municipal
clerk containing the ordinance or resolution to be initiated or the
ordinance or resolution to be referred and the address to which all
correspondence relating to the petition may be sent. An application
shall be signed by a least 10 voters who will sponsor the petition. An
additional sponsor may be added at any time before the petition is
filed by submitting the name of the sponsor to the clerk. Within two
weeks the clerk shall certify the application if the clerk finds that it is
in proper form and, for an initiative petition, that the matter

(1) is notrestricted by AS 29.26.100;

(2) includes only a single subject;

(3) relates to a legislative rather than to an administrative matter:
and

(4) would be enforceable as a matter of law.

(b)  Adecision by the clerk on an application for petition is subject to
judicial review. IS 9 ch 74 SLA 1985)

Sec, 29.26.120. Contents of petition, la) Within two weeks after
certification of an application for an initiative or referendum petition,
a petition shall be prepared by the municipal clerk. Each copy of the
petition shall contain

I1) asummary of the ordinance or resolution to be initiated or the
ordinance or resolution to be referred:

(2) the complete ordinance or resolution sought to be initiated or
referred as submitted by the sponsors:



§ 29.26.130 Municipal Government § 29.26.130

(3) the date on which the petition is issued by the clerk;

(4) notice that signatures must be secured within 90 days after the
date the petition is issued;

(5) spaces for each signature, the printed name of each signer, the
date each signature is affixed, and the residence and mailing
addresses of each signer;

(6) a statement, with space for the sponsor's sworn signature and
date of signing, that the sponsor personally circulated the petition,
that all signatures were affixed in the presence of the sponsor, and
that the sponsor believes the signatures to be those of the persons
whose names they purport to he; and

(7) space for indicating the total number of signatures on the
petition. ,

(b) If a petition consists of more than one page, each page shall
contain the summary of the ordinance or resolution to be initiated or
the ordinance or resolution to be referred.

(c) Copies of the petition shall be provided to each sponsor by the
clerk. (8 9ch 74 SLA 1985)

Sec. 29.26.130. Signature requirements, (a) The signatures on
an initiative or referendum petition shall be secured within 90 days
after the clerk issues the petition. The statement provided under AS
29.26.120(a)(6) shall be signed and dated by the sponsor. Signatures
shall be in ink or indelible pencil.

(b) The clerk shall determine the number of signatures required on
a petition and inform each sponsor. A petition shall be signed by a
number of voters based on the number of votes cast at the last regular
election held before the date the petition was issued equal to

(1) 25 percent of the votes cast if a municipality has fewer than
7,500 persons: or

(2) 15 percent of the votes cast if a municipality has 7.500 persons
or more.

(c) Illegible signatures shall be rejected by the clerk unless
accompanied by a legible printed name. Signatures not accompanied
by a legible residence address shall be rejected.

(d) A petition signer may withdraw the signer’s signature on
written application to the clerk before certification of the petition, c5 9
ch 7h SLA 1985)

-6 2 -



§ 29.26.140 Alaska Statutes Supplement § 29.26.170

Sec. 29.26.140. Sufficiency of petition, (a) All copies of an
initiative or referendum petition shall bo assembled und filed as a
single instrument. Within 10 days after the date the petition is filed,
the municipal clerk shall

(1) certify on the petition whether it is sufficient; and

(2) if the petition is insufficient, identify the insufficiency and
notify the sponsors at the address provided under AS 29.26.110(a) by
certified mail. ,

(b) A petition that is insufficient may be supplemented with
additional signatures obtained and filed before the 11th day after the
date on which the petition is rejected.

(c) A petition that is insufficient shall be reject* >d filed as a
public record unless it is supplemented under ib» vhis section.
W ithin 10 days after a supplementary filing the clerk shall recertify
the petition. If it is still insufficient, the petition is rejected and filed
as a public record. ($ 9 ch 74 SLA 1985)

Sec. 29.26.150. Protest. If the municipal clerk certifies an initia-
tive or referendum petition is insufficient, a signer of the petition may
file a protest with the mayor within seven days after the certification.
The mayor shall present the protest at the next regular meeting of the
governing body. The governing body shall hear and decide the protest.
(8 9ch 74 SLA 1985)

Sec. 29.26.160. New petition. Failure to secure sufficient signa-
tures does not preclude the filing of a new initiative or referendum
petition. However, a new petition on substantially the same matter
may not be filed sooner than six months after a petition is rejected as
insufficient. (8 9 ch 74 SLA 1985)

Sec. 29.26.170. Initiative election, (a) Unless substantially the
same measure is adopted, when a petition seeks an initiative vote the
clerk shall submit the matter to the voters at the next regular election
occurring no sooner than 45 days after certification of the petition. If
no regular election occurs within 75 da/s after the certification of a
petition, the governing bodv shall hold a special election within 75
days, but not sooner than 45 days after certification.

(b) If the governing body adopts substantially the same measure,
the petition is void and matter initiated may not be placed before the
voters.

(cl The ordinance or resolution initiated shall be published in full in
the notice of the election, but may be summarized on the ballot to
indicate clearly the proposal submitted.

-63-



§ 29.26.180 Municipal Government § 29.26.190

(d) Ifa majority vote favors the ordinance or resolution, it becomes
effective upon certification of the election, unless a different effective
date i8 provided in the ordinance or resolution (5 9 ch 74 SLA 1985)

Sec. 29.20.180. Referendum election, (a) Unless the ordinance or
resolution is repealed, when a petition seeks a referendum vote the
clerk shall submit the matter to the voters at the next election
occurring no sooner than 45 days after certification of the petition. If
no election occurs within 75 days of certification of a petition, the
governing body shall hold a special election within 75 days, but not
sooner than 45 days after certification.

(b) If a petition is certified before the effective date of the matter
referred, the ordinance or resolution against which the petition is filed
shall be suspended pending the referendum vote. During the period of
suspension, the governing body may not enact an ordinance or
resolution substantially similar to the suspended measure.

(c) If the governing body repeals the ordinance or resolution before
the referendum election, the petition is void and the matter referred
shall not be piaced before the voters.

(dl 1f a majority vote favors the repeal of the matter referred, it is
repealed. Otherwise, the matter referred remains in effect or. if it has
been suspended, becomes effective on certification of the election. i§ 9
ch 74 SLA 1985)

Sec. 29.26.190. Effect, (a) The effect of an ordinance or resolution
may not be modified or negated within two yea j after its effective
date if adopted in an initiative election or if adopted after a petition
that contains substantially the same measure has been filed.

(b) If an ordinance or resolution is repealed in a referendum
election or by the governing body after a petition that contains
substantially the same measure has been filed, substantially similar
legislation may not be enacted by the governing body for a period of
two years.

(c) If an initiative or referendum measure fails to receive voter
approval, a new petition application for substantially the same
measure may not be filed sooner than six months after the election
rp'.ults are certified. 9 ch 74 SLA 1985)

-64-



CSSB 173 C8RA "An Act relating to municipal petitions and
ELECTIONS, AND TO APPOINTMENT TO FILL CERTAIN
municipal offices." - ADAMS

Committee Substitute for SB 173 C&RA would clarify procedures

relating to municipal petitions and elections which were missed when
Title 29 was revised. This is one of the Alaska Municipal League®s
LEGISLATIVE PRIORITIES AND HAS THE SUPPORT OF THE ALASKA ASSOCIATION

of Municipal Clerks.

There is a zero fiscal note from the Department of Community and

Regional Affairs.

We will be on Teleconfernce for this bill.

Here to speak on behalf of the legislation is the sponsor

-Representative Al Adams.

TELECONFERENCE:
Gaye Vaughan, Alaska Association of Municipal Clerks.
ALSO TO TESTIFY:

Scott Burgess, Alaska Municipal League

We DO NOT HAVE TO MOVE TO ADOPT CSSB 173 C&RA FOR PURPOSES OF
discussion. This is because it is the version already adopted by a
body (the Senate) and refferred to us. However, we do have to
INCLUDE THE ENTIRE TITLE COMMITTEE SUBSTITUTE FOR SB 173 C&RA WHEN
EVER IT IS REFERRED TO OR TO MOVE IT OUT OF COMMITTEE.
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Date of Committee Action: 4 \k N

The COMMUNITY & REGIONAL AFFAIRS* Committee considered: CSSB 207(C&RA)

CS FOR SENATE BILL NO. 207 (C&RA)
[LIENS BY MUNICIPALITY FOR UTILITY SERVICE]

"An Act relating to liens on real property to secure payment for services
provided by a utility owned by a municipality.”

RECOMMENDATIONS: [ the same title
I"r*ke replaced with H o] u u S e - 1 [ a new title
] have attached amendment(s)
do pass

] do not pass

] no recommendation

] individual recommendations
1

additional referral to the Committee
ADOPTS: letter of intent
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[ ] fiscal impact ( ] fiscal note(s)
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[ 1 zero with analysis [ ] zero fn/analysis
SIGNING DO PASS: SIGNING:
(LJ ils/j Y

Chairman’s Signature
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM March 2, 1989

SUBJECT; Liens for Utility Services
(Work Order No. 16-0949)

TO: Senator Al Adams

FROM: Tamara Brandt Cook _x
Director U

Division of Legal Services

You have asked whether a municipality has the power to iIm-
pose a lien on real property to secure payment for utility
services provided by a utility owned by t™e municipality. A
municipality probably does have that power under i1ts general
authority to exercise by ordinance any power not prohibited
by law. (See AS 29.35.200 - 29.35.220) However, 1t does
not have specific authority to establish liens for these
purposes as 1Is granted under AS 29.45.300 for property tax-
es, AS 29.45.650(e) for sales and use taxes, and AS 29.46.-
080(c) for special assessments.

The enclosed draft would provide specific authority for a
municipality to provide for liens for these utility services
by ordinance. In addition, the enforcement provision now in
ce for foreclosure of property tax liens is made applica-
tc utility liens under this draft.

TBC:gc:kb
WKG7/083

Enclosure



(Motstil/Ar VALS 3n3
Ollict of (ho City Clark
8334441
Incorporoltd Nov.mb.r 17, 197

City of Nenana

State of Alaska
February 74, 7989

Senator John B. Coghill
Alaska State Legislature
Pouch V (MS 3100)
Juneau, AK 99877

Dear Senator Coghill, "X AV VA

[} k \ o» 1| r>

The City has Introduced ah ordinance which creates a Hen
against real property If the charges for water and sewer
sen/ices provided to the property are not paid.

N ) V.1 * . eses>
The State supreme court has never decided whether a home
rule municipality, such as Nenana, has the authority to create
liens without statutory authority. There Is no provision in
Alaska law which specifically prohibits Nenana from creating
these liens, and under the state constitution a home rule

municipality can do anything which Is not prohibited by law.

The legislature could easily resolve the question as to the
City's authority by simply making a small change In Title 29 -
specifically 29.35.070. To this end | would suggest the
following addition to Section 29.35.070. Public Utilities:
(additions underlined, deletions bracketed]
a
Sec. 29.35.070. Public Utilities, (a) The assembly
acting for the area outside all cities In the
borough and the council ccting for the area in a
city may regulate, fix, establish, and change the
rates and charges Imposed for a utility service
provided to the municipality or Its Inhabitants by a
utility that Is not subject to regulation under AS
42.05 unless that utility is exemp* d from
regulation under AS 42.05.777/a/ o. (d) - (k).

(b) A municipality may provide for a
reasonable deposit for meters and service to be
given if interest Is paid on the deposit.

Ic) Unless the utility Is owned by the
municipality, all rates, charges, and regulations
established under this section shall be established



Senator John B. Coghill, 2/74/89, Page 2

by ordinance and shall be reasonable and permit a
fair return on Invested capital.

Id1 A municipality may provide far the
creation, recording, notice, and foreclosure of a
lien an real property to secure the payment of
charges for water, sewer, electric, and other
utilities provided tr the property by the
municipality, nnd the interest, penalties, and
administration costs In the event of delinquency.
When recorded the utility lien has priority over all
other liens except HI liens for property taxes and
special assessments: 121 liens that were
perfected before the recording of the utility lien
for amounts actually advanced before the recording
of the utility lien: 131 mechanic's and
materialman’s liens for which claims of lien under
AS 34.35.070 or notices of right of lien under 4S
34.35.060 have been recorded before the recording
of the utility lien; and /4/ sales and use tax liens
created under AS 29.45.650 lel.

f/d/J /eJ This section applies to home rule
and general law municipalities.

Subsection [d] which Is added above Is copied verbatim from
the language enacted by the legislature last session to
establish the priority of liens far delinquent sales and use
taxes. The statute which was copied Is AS 29.45.650/e/.

Please call should you have any questions, but basically all we
are trying to do here Is make everyone responsible for their

own bills. There are always some utility customers who don’t
feel obligated to pay, and this effort would help in collecting
past due accounts.

Sincerely,

Steve Balnbrldge
City Administrator

cc Representative Richard Shult2



March 21, 1989

The Honorable Senator Jack Coghill
P. 0. Box V
Juneau, Alaska 99811

»

Re: SB 207, Municipal Utility Liens

Dear Jack:

Juat a ahort note to let you know that we are in receipt
of and support Senate Bill 207. Ae you are well aware,
collection of utility charges haa posed a major problem for small
municipalitiea. Often, the only remedy i1a Small Claims Court.
In instances where the delinquent party has left the area, there
ia little recourse.

The provisions of SB 207 would take tremendous strides
toward alleviating this problem. You have the full support of
The City of North Pole. Please let us know to whom we may make
further contacts to aid in passage.

Carleta Lewis
Mayor, City of North Pole

CL/K1
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NOME JOINT UTILITY BYOTEM
RESOLUTION 09-09

A RESOLJTION SUPPORTING SENATE BILL NO. 207,
AN ACT RELATING TO LIENS ON REAL PROPERTY TO SECURE PAYMENT
rOR SERVICES PROVIDED BY A UTILITY OWNED BY A MUNICIPALITY

WHEREAS, there? Ht a Senate Sill No. 207 tn the Legislature of the
State of Alaeka Sixteenth Legislature - First Session, and

WHEREAS, thi* Bill la "An Act relating to livna of real property to
flocure payment for serviceo provided hy a utility owned by a
municipality.”, and

WHEREAS, the Nome Joint Utility Board would like to go on record as
being in support of thl* Bill,

NOW THEREFORE BE IT RESOLVED that the Nome Joint Utility Board,
sitting in Regular Session on March 21, 1989, support* seriate Bill No.
207, An Act Relating to Liens on Real Property to Secure Payment for

Services Provided by a Utility Owned by a Municipality.

SIGNED THIS 2 1 DAY OF fY)fiRU4 1909 AT NOME, ALASKA

attest/
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NOME JOINT UTILITY SYSTEM

March 22, 19B9

Senator Al Adame

mOX70

Nome, ALASKA 90702
(007) 443-0208
T«lefax (007) 443-3028

Alaska State Leg iwlature

JunoAu, Alaska
FAX 463-3700

Dear Senator Adamsi

Please find attached a copy of Nome Joint

Resolution B9-09, A
ct Relating to
services Provided by

Resolution B9-09 was

March 21, 19B9, to
Senate Bill No. 207.

utility System
Resolution Supporting Senate Bill No. 807,
Liens on Real Property to Secure Payment for
« Utility Owned by a Municipality.”

passed by tne Nome Joint Utility Board on
establish a record of the Board®"s support of

Thank you for your time.

Sincerely,

Joe Murphy, General

Manager

NOME JOINT UTILITY SYSTEM

IM/mt
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STEVE COWPER, GOVERNOR

/
ALASKA PUBLIC UTILITIES COMMISSION /
DEPARTMENT CF COMVERCE ANO BOONOMC DEVE.CPRVENT  / ga?{'é"lggREET
é\gN)zc)Hzc%gg\zcztz. ALASKA 99501

ALASKA PUBLIC UTILITIES COMMISSION

COMMENTS ON CSSB 207
April 11, 1989

cssb 207 authorizes a municipality to create a lit.* on real prop-
erty to secure payment for services provided by a municipally-
owned utility. The bill further provides that the lien may be
enforced iIn the same manner as a property tax lien.

The public policy issue of what authority should be given to
governmental entities, such as municipalities, to collect money
from 1tB citizens 1lb appropriately resolved by the Legislature.
The Commission would point out, however, that cssb 207 provides
municipalities, 1in their role as utilities, with significantly
greater recourse against consumer/citizens than is generally al-
lowed public utilities by regulatory commissions, courts, and

legislatures.

The Commission has adopted specific rules and regulations regard-
ing the billing and collection practices of electric and tele-
phone public utilities, and those rules and regulations are
applicable to those municipally-owned utilities whioh are subject
to economio regulation by the Commission. CSSB 207 creates the
potential that the billing and collection practices adopted by
municipalities for certain utilities will conflict with the reg-
ulations established by the Commission.
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The problem raised by the City of Nenana which resulted in this
legislation was limited to collection of chargee for water and
sewer service. The Commission notes that payment and collection
of rates for sewer and water servioe has traditionally been han-
dled somewhat differently than for other utilities. For example,
landlords generally remain responsible for water and sewer ser-
vice, while tenants generally obtain and pay for other utility
services. In addition, it may not be practical to use discon-
tinuance of service as a means to secure againBt loss for non-
payment. Thus, the Commission believes that it might be
preferable 1f any legislation on this Bubject were limited to the
problem raised by the City of Nenana involving water and sewer
servioe,
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(b) A utility shall inform customers applying for levelized billing as
to how the levelized billing estimate was developed; how levelized
billing will impact a customer’s monthly utility bill; and that the
utility may adjust the customer’s monthly levelized bill under (cl of
this section.

(c) A utility shall adjust a customer's levelized billing annually, or
more frequently if the utility’s estimate of the customer’s usage or cost
varies significantly from the customer’ actual usage or cost. The util-
ity or the customer may initiate the adjustment for causes including
weather and rate changes.

(d) In the case of an overcollection determined at the time of the
annual adjustment required by (c) of this section, u termination of
service, or a termination of the levelized billing plan, a utility shall
immediately refund or credit the excess payment to the customer ac-
count, as appropriate.

(e) A utility may not refuse enrollment in levelized billing to a
customer whose current bill at the time of enrollment is past due or
delinquent if the customer enters into a deferred payment agreement,
as described in 3 AAC 52.445. (EfT. 1/1/87, Register 100)

Authority: AS 42.05.141
AS 42.05.151
AS 42.05.291

3 AAC 52.445. DEFERRED PAYMENT AGREEMENTS, (ai
For a residential customer who demonstrates that economic hardship
prevents payment in full of a delinquent bill, a utility may not refuse
to restore or continue service unless the customer refuses to agree to
or comply with a deferred payment plan meeting the requirements of
this section.

(b) A deferred payment agreement between a utility and a residen-
tial customer must provide that service will continue if the customer
meets all of the following conditions:

(1) the customer agrees to pay one-third, or less at the option of
the utility, of the outstanding bill at the time the parties enter intr.
the deferred payment agreement;

(2) the customer agrees to pay all future bills for utility service in
accordance with the effective billing and collection tariffs of the
utility; and

(3) the customer agrees to pay the remaining outstanding bal-
ance in installments over a period not to exceed 12 months.

(c) The duration of a deferred payment agreement must be at leas;
three months unless the customer agrees to a shorter period.

(d) A utility may include provisions for deferred payment agree-
ments with non-residential customers in its tariff, or may negotiate
them by special contract.

488
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(1) size of the delinquent account;

(2) customer’s ability to pay;

(3) customer's payment history;

(4) length of time the debt has been outstanding;

(5) circumstances that resulted in the outstanding debt; and

(6) any other relevant factors related to the circumstances of the
customer.

(f) A deferred payment agreement must be in writing and must be
signed by the customer und an authorized utility representative. A
deferred payment agreement may include a finance churge as speci-
fied in the utility’s effective tariff, but the charge may not exceed that
allowed by AS 45.45.010(a).

(g) A utility shall offer comparable terms and conditions to cus-
tomers with similar payment problems.

(h) If a customer fails to fulfill the terms of a deferred payment
agreement, the utility may disconnect service under 3 AAC 52.450(d).
The utility may offer a subsequent deferred payment agreement be-
fore disconnecting the customer’s service. (Eff. 1/1/87, Register 100)

Authority: AS 42.05.141
AS 42.05.151
AS 42.05.291

3 AAC 52.450. DISCONNECTION OF SERVICE, (a) A utility
may disconnect service to a customer without advance written notice
under the following conditions:

(1) an immediate hazard exists which threatens the safety or
health of the customer or the general population or the utility’
personnel or facilities;

(2) the utility has evidence of meter tampering or fraud by the
customer; or

(3) a customer has failed to comply with the curtailment proce-
dures imposed by a utility during emergency supply shortages,
ib) A utility may commence disconnection procedures in accordance

with the notice requirements of (c) of this section for any of the follow-
ing reasons:

(1) failure of the customer to pay for utility service within 55
days alter initial rendering of the bill unless the customer has en-
tered into a deferred payment agreement;

(2) failure of the customer to meet or maintain the utility's de-
posit requirements;

(3) knowing and continued failure of the customer to provide the
utility with reasonable access to its meter, equipment, or property;
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14) customer breach of a .special contract between the utility anil
customer lor utility service; or

15) necessity ol the utility to comply with an order or regulation
of any governmental agency with proper jurisdiction.
tel The following notice requirements apply to service disconnec-

tions permissible under (hi of this section:

(1>Except as provided in (2) of this subsection and in (d) of this
section, a utility shall, at least 15 days before the scheduled date of
disconnection, mail or deliver to the customer a written notice of its
intent to disconnect service. A copy of the termination notice must
he simultaneously forwarded to any third party designated by the
customer on a service application. The notice must contain, at a
minimum, the following information:

(A) the name and address of the customer whose service is to be
disconnected and the service address, if different;

(B) the date on or after which service will be disconnected un-
less the customer takes appropriate action;

(C) an explanation of the reuson for the proposed disconnection,
including, if appropriate, a statement of the amount of the delin-
quent bill which the customer has failed to pay in accordance with
the payment policy of the utility;

(D) if disconnection is premised on payment delinquency,

(i) a statement advising the customer to contact the utility
for information regarding deferred payment and other proce-
dures that the utility may offer to uvoid disconnection of the
customer’s service; and

(i) a list of any governmental or social assistance agencies,
of which the utility is aware, that may offer energy assistance
to qualified needy customers;

(E) a specific request that if a customer’s residence is occupied
by a person seriously ill, elderly, handicapped, or dependent on
life support systems, the customer should notify the utility imme-
diately of that circumstance for consideration in avoiding discon-
nection;

(F) a statement advising the customer that the utility’s stated
reason for the termination of service may be disputed and poten-
tially resolved by contacting the utility at a specific address or
telephone number;

iG) a statement that the utility retains the right to terminate
service, after allowing a customer who disputes a bill the opportu-
nity for a meeting, if the utility continues to find that the reason
for the disconnection is just;

(H)  the telephone number and address of the commission and ;
statement that the customer may file a complaint with the com-
mission under 3 AAC 48. 120 or 3 AAC 48.130 if not satisfied
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with the utility's response or resolution of a contested bill or tariff

provision; and
11) the amount of the utility's tariffed charges for disconnection

and reconnection of service.

<) Ifa utility has been informed that n residence ih occupied by a
person seriously ill, elderly, handicapped, or dependent on life sup-
port systems, the utility shall provide the notice required by (1) of
this subsection at least 30 days before the scheduled date of discon-
nection. In uny case in which a utility is notified after issuance ofa
termination notice that a customer’ residence is occupied by a per-
son seriously ill, elderly, handicapped, or dependent on life support
systems, the utility shall extend the disconnection date by 15 days
and notify the customer of the extension.

3 Not less than three working days prior to disconnection, the
utility shall attempt personul contact with the customer either by
telephone or by visit of an authorized utility representative to the
premises. If by telephone, the utility shall uttcmpt to make contact
no less than three times at various periods in the day. A utility shall
keep records of all attempted and completed telephone contacts,
showing at least the time, the person muking the attempt, and the
outcome. Lfby visit to the premises, the utility’s authorized repre-
sentative shall hand-deliver a "Shut-Off Notice” to the customer or,
if no personal contact is possible, leave the notice in a prominent
place. The "Shut-Off Notice” or completed telephone call must pro-
vide the customer with the following information:

(A) the name and address of the customer and the service ad-

dress, if different;
(B) a concise statement of the reasons for the impending dis-

connection of service;

(C) the date on or after which service will be disconnected;

(D) the business office telephone number, after-business-hours
telephone number if applicable, and the address of the utility
where the customer may pay the delinquent bill, enter into a
deferred payment agreement, or file a bill dispute complaint; and

(E) the amount of the charges for disconnection and reconnec-
tion of service.
<4) If a utility knows that a landlord/tenant relationship exists,

the following additional provisions apply:

(A) For individually metered premises where the landlord is
the customer and the notice period provided for in (1) — (3) of this
subsection has expired, the utility shall notify the tenant in writ-
ing of the option of subscribing for service in the tenant’s own
name. However, the utility may not attempt to recover from the
tenant or condition service to the tenant on the payment of any
outstanding bills or other charges due from the outstanding ac-
count of the landlord. If, however, the tenant has a previously

491
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outstanding balance at the same service address, the utility may
condition service to that tenant on terms acceptable to the utility
lor repayment ofthe outstanding balance plus a deposit in compli-
ance with the utility’s turifT. Ifthe tenant declines to subscribe for
individual service, or arrange for payment of the delinquency if
applicable, within 10 days after written notice by the utility is
mailed or delivered to the tenant, the utility may disconnect ser-
vice without further notice.

(13) For master-metered premises where the lundlord is the cus-
tomer and the notice period provided for in (1) —(3) of this subsec-
tion has expired, the utility shall give individual notice of the
pending disconnection to each tenant served through the master
meter at least 14 days before disconnection.

©) If the tenant is the customer and the notice period provided
for in (1) — (3) of this subsection has expired, the utility shall
notify the lundlord in writing of the option of subscribing for the
service provided at the tenants premises. However, the utility
may not attempt to recover from the landlord or condition service
to the landlord on the payment of any outstanding bills or other
charges due from the outstanding account of the tenant. If, how-
ever, the landloid has a previously outstanding balance at the
same service address, the utility may condition service to that
landlord on terms acceptable to the utility for repayment of the
outstanding balance plus a deposit in compliance with the util-
ity’s tariff. If the landlord declines to subscribe for service, or
arrange for payment of the delinquency if applicable, within 10
days after written notice by the utility is mailed to the landlord,
then the utility may disconnect service without further notice.

(d) At least three working days before disconnection, a utility shall
give written or telephone notice of disconnection, in accordance with
(C)(3) of this section to a customer who has failed to comply with a
deferred payment agreement.

(e) Within 10 days after the date specified on a "Shut-OfTNotice", a
utility may, without further notice, disconnect service to a customer
between the daily business hours of 8:00 a.m. on Monday to 5:00 p.m.
on Thursday. Service may not be disconnected on a Friday or a day

preceding a holiday.
(0 A utility may not disconnect service to a customer for any of the

following reasons:
(1) delinquency in payment for services rendered to a prior cus-

tomer at the premises where service is being provided, except in the
instance where the prior customer continues to reside on the prem-
ises;

(2) failure of the customer to pay for services or equipment not
regulated by the commission;
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(3) nonpayment of a bill related to another class of service at a
different seivice location;

(4) the customer uisputes the amount due on the delinquent ac-
count, complies with the utility’s tariffed rules on customer bill
disputes, and the dispute remains under investigation by the utility
or by the commission; however, a customer shall pay any undis-
puted amount, and the utility may proceed to disconnect service in
accordance: with this section for failure to pay any undisputed
amounts; or

(5) the customer is unable to pay the full delinquent amount due,
qualifies under the utility’s tariffed eligibility requirements for de-
ferred payment agreements, and is in compliance with a signed, or
is in the process of timely negotiating a, deferred payment agree-
ment.

(9) A utility may remove any or all of its property installed on a
customer’ premises upon disconnection of service.

(h) A utility shall restore service within three working days after
correction of the conditions that resulted in the disconnection. Correc-
tion includes execution of a deferred payment agreement. If service is
restored during a period other than regular working hours at the
customer's request, the utility may impose an after-hours charge for
reconnection.

(i) Each utility shall maintain a record of each disconnection of
service, including the reason for the disconnection. This record must
be maintained for two years and must be available for commission
inspection. (Eff 1/1/87, Register 100)

Authority: AS 42.05.141
AS 42.05.151
AS 42.05.291

3 AAC 52.455. LINE EXTENSIONS AND SERVICE CON-
NECTIONS. (a) A utility’s tariff for line extensions and service con-
nections, or, if appropriate, special contracts under 3 AAC 48.390,
must include the following:

(1) the amount of the costs, maximum footage, or equipment al-
lowance for a line extension and a service connection, i.obe provided
by the utility at no charge; the utility may specify different allow -
ances for different customer classes;

(2) a requirement, subject to the provisions of (3) and (4) of this
subsection and to (c>and (d) ofthis section, that a customer request-
ing a line extension or service connection must pay all costs which
exceed the amount for which the utility is responsible under (al(l) of
this section;

(3) a statement that the customer is not responsible for the cost of
system upgrade that is incidentally the result of the customer's

-193
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§ 2935070 M unicipal Government § 2935210

Chapter 35. Municipal Powers and Duties.

Article

I. (iuficrnl Powers 29.35.0701

3 Additionul Powers (4 29.35,210)

8. Hazardous ChenucalB, Mutermls, anJ Wastes (44 29.35.500, 29.35.520, 29.35.530,
29.35.560, 29.35.590)

Article 1. General Powers.

Section
70. Public utilities

Sec. 29.35.070. Public utilities, (a) The assembly acting for the
area outside all cities in the borough and the council acting for the
area in a city may regulate, Fix, establish, and change the rates and
charges imposed for a utility service provided to the municipality or
its inhabitants by a utility that is not subject to regulation under AS
42.05 unless that utility is exempted from regulation under AS
42.05.711(a) or (d) — (k).

(b) A municipality may provide for a reasonable deposit for meters
and service to be given if interest is paid on the deposit.

(c) Unless the utility is owned by the municipality, all rates,
charges, and regulations established under this section shall be estab-
lished by ordinance and shall be reasonable and permit a fair return
on invested capital.

(d) This section applies to home rule and general law municipali-
ties. (8 10 ch 74 SLA 1985)

Editor’s notes. — This section is set
out to correct nn error in enactment.

Article 3. Additional Powers.

Section
210. Second class borough powers

Sec. 29.35.210. Second class borough powers, (a) A second
class borough may by ordinance exercise the following powers on a
nonareawide basis:

(1) provide transportation systems:

1%) regulate the offering for sale, exposure for sale, sale, use, or
explosion of fireworks:

(3) license, impound, and dispose of animals:

(4) provide garbage, solid waste, and septic waste collection and
disposal:

(5) provide air pollution control in accordance with AS 46.03.140 —
46.03.230;

16) provide water pollution control:



MOTIONS

House CS for CSSB 207 C&RA
ADOPT THE COMMITTEE SUBSTITUTE
Committee Chairman:
I would like to entertain a motion that House CS for CSSB
207 C&RA be adopted for purposes of discussion.

PASS THE COMMITTEE SUBSTITUTE
Committee Chairman:
I would like to entertain a motion to pass House CS for CSSB
207 C&RA from committee.

HB 272, CSSB 123 JUD, & CSSB 256 C&RA
Committee Chailrman:
I would like to entertain a motion to pass HB 272 from

committee with individual recommendations.

I would like to entertain a motion to oass CSSB 123 JUD.
from committee with individual recommendations.

I1. AMENDMENTS
1. Amendments need to be adopted
Committee Chailrman:
a. We have before us amendments #1 which reads:-———— .

is there a motion?

Member Response

a. | move and ask unanimous consent that amendment #1 be
adopted.
b. 1 move the amendment before the committee be adopted

by Committee.
Chairman answers

a. Hearing no objection so ordered.
b. Hearing objection Roll call vote.

page 8
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Chapter 85. Municipal Powers and Unties.

Article

1 (lenornl I'nwith iJ 21)36.070)

a Additional l'owitn it 2M.36 2101

8, Hu/urdous Chemical*, Material*, and Wimtc* ilt 20.35.500, 2U36 520, 21)36.630,
a;) 36,600. 2!) 35.6001

Article |. General Powers.

Section
70, Public utilities

Sec. 29.35.070. Public utilities, (a) The assembly acting for the
area outside nil cities in the borough and the council acting for the
area in a city may regulate, fix, establish, and change the rates and
charges imposed for a utility service provided to the municipality or
its inhabitants by a utility ihat is not subject to regulation under AS
42.05 unless that utility is exempted from regulation under AS
42.05.711(a) or (d) — (k>

(b) A municipality may provide for a reasonable deposit for meters
and service to be given if interest is paid on the deposit.

<¢) Unless the utility is owned by the municipality, all rates,
charges, ana regulations established under this section shall be estab-
lished by ordinance and shall be reasonable and permit a fair return
on invested capital.

(d) This section applies to home rule and general law municipali-
ties. (8 10 ch 74 SLA 1985)

Editor's notes. — This section is set
out to correct an error in enactment.

Article 3. Additional Powers.

Section
210. Second class borough powers

Sec. 29.35.210. Second class borough powers, (u) A second
class borough may by ordinance exercise the following powers on a
nonareawide basis:

(1) provide transportation systems;

(2) regulate the offering for sale, exposure for sale, sale, use, or
explosion of fireworks;

(3) license, impound, and dispose of animals;

(4) provide garbage, solid waste, and septic waste collection and
disposal;

(5) provide uir pollution control in accordance with AS 46.03.140 —
46.03.230;

(6) provide water pollution control;
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Date of 5-DAY NOTICE
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FURTHER JuD
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IN ACCORDANCE WITH AS 24.08.035
3/7/8g DATE TURNED INTO OFFICE 3-£3-
Mr. President:
C&RA Committee considered SB 207

lions on real property to secure payment for services provided by a utility
owned by a municipality

and recommended:

[1j°same title

[.*"fireplace with CS /_
[1 new title

[ 1 attached amendment(s) and

L] letter of iIntent idopted

[*] do pass
[ ]do not pass
[ 1no recommendation
[  Jindividual recommendations
[ 1further referral to
FISCAL NOTE(S) attached [ 1 zero [ 1 fiscal impact

[ 1 appropriation no FN attached [ ] Gov. FN introduced w/ bill
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A/18/89

Original sponsors: Adams and Coghill

BY THE COMMUNITY AND
IN THE SENATE REGIONAL AFFAIRS COMMITTEE

HOUSE CS FOR CS FOR SENATE BILL NO. 207 (C&RA)

IN THELEGISLATURE OFTHE STATE OF ALASKA

SIXTEENTHLEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: ™"An Act relating to liens on real property to secure

payment for services provided by a utility owned by a
municipality.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.35.070 1is amended by adding anew subsection to
read:
(e A municipality may by ordinance provide for creation, re-
cording, and notice of a lien on real property to secure payment for
\aewer and water services provided by a utility owned by the munici-
pality and for the interest, penalties, and administration costs
charged i1n the event of delinquency. The Ulien may be enforced as
provided iIn AS 29.45.320 - 29.45.490 for enforcement of a property tax

lien.

-1 HCS CS.° 207(C&RA)






HOUSE COMMITTEE REPo/aT

(5)
Date Roferred: April 13, 1909 FURTHER REFERRA INANCE

Date of Committee Action: 4 \\dcAfth

The COMMUNITY & REGIONAL AFFAIRS Committee conside CSSB 2561 C&RA)

CS FOR SENATE BILL NO. 256 (C&RA)

(REIMBURSEMENT FOR COSTS/HAZARDOUS SUB.]
"An Act relating to reimbursement for costs incurred and recovery of money
expended as a result of a released hazardous substance; and providing for
an effective date."

RECOMMENDATIONS: [ 1 the same title
] be replaced with [ ] anew title
] have attached amendment(s)
J do pass

] do not pass
yO no recommendation
] individual recommendations

] additional referral to the Committee
ADOPTS: letter of iIntent
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[ 1 fiscal impact [ 1 fiscal note(s)
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[ 1 zero with analysis_ [ 1 zero fn/analysis cow I

SIGNING DO PASS:

Chairman®s Signature



Alaska State Legislature

House of Representatives
Community & Regional Affairs

TABLE OF CONTENTS

SE2!IATE BILL 256

R R Sk R o R SR AR R Sk R ok o ok SR A SR AR SR R SR R G R R Rk Sk R Sk SR SRR SR Sk Sk S

ITEM 1: Sponsor Memo

ITEM 2: 0 Fiscal Note- Department of EnvironmentalConservation
ITEM 3: Position Paper -Departmentof Environmental Conservation
ITEM 4: SB 256

Koom 128, Capitol Buildin*. P.O. Box V, .Juneau. AUnka UBS 11 (B07) 165-3882 or 165-1833



W hile Ir. Seulon:
1'"O. Bog V
Stale Capitol, Room 11
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Senator Mike Szymanski

During Interim:
3111 C Street. Suite 310
Anchorage, Alaska 99503
(907)561-7017

Juneau, Ala%ka 99HII
(907) 465-4978/4979

I AX <907)465-2652

Mat-Su

105 E. l'arks Highway

| egislative Information Office

MEMORANDUM Wujillj, Alaska 99687

(907) 376-MIKE

Representative Eileen Maclean, Chairperson
House ~ctSwfounity? and Regional Affairs Committee

zymanski

The purpose of this legislation is to clarify the authority
given the Commissioner of the Department of Environmental
Conservation to enter into agreements with municipalities.
This clarification 1is necessary in order to allow the DEC to
provide reimbursements from the oil and hazardous substance
fund to municipalities for expenses related to oil containment
and cleanup activities.

Under current law (AS 46.08.070[c]), the DEC Commissioner must
first enter into an agreement with a municipality before any
payments can be made from the oil and hazardous substance
fund. SB 256 will amend current statute by allowing the
Commissioner to reimburse communities for expenses dating from
March 24, 1989.

Serate District E

So. Anchorage * Bird/Indian ¢ Clrdwood <« Whittier < Nikitki < Cooper Landing + Hope <+ Seward e+ Cordova

Valdez
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OFFICE OF THE COMMISSIONER
FO BOX 0, JUNEAU, ALASKA 99811-:180C (907) 465-2600

April 4, 1989

Senator Mike Szymanski
Alaska State Senate

PO Box V

Juneau, AK 99811

Dear Senator Szymanski:

I am writing to state our support for the intent of SB 256. This
bill would allow the Department to reimburse the City of Seward for
Ie?itimate expenditures for response to the oil spill in Prince
William Sound.

At present, the oil and hazardous substance fund may be used for
reimbursement to a municipality only i1f the Department has signed
an agreement with the municipality before the expenditure is made.
In this case, the City of Seward made expenditures to prepare to
keep product away from sensitive areas before an agreement could
be signed with the Department.

The Department believes that, tne City should not be precluded from
reimbursement for these expenses simply because an agreement had
not been signed. The expenditures will be reviewed by the
Dopartmert according to procedures established for all
municipalities participating iIn this response. Expenditures will
be submitted for payment xy EXXON before state funds are used.

Please let me knew if there Are any additional questions.

Sincerely,

Amy Sl KyL6 J
Deputy CornWesicner



Alaska Environmental Lobby, Inc.
RO. Box 22151 Juneau, Alaska 99802 907-586-2345

ALL ISSUE PAPER-5B 236:
REIMBURSEMENT FOR COSTS INCURRED AS A RESULT OF
OIL/HAZARDOUS SUBSTANCE RELEASE

The Alaska Environmental Lobby supports the Senate Community
And Regional Affairs CS for SB 256. It isabsolutely necessary that
the money spent on the Prince William Sound cleanup by the Department of
Environmental Conservation, municipalities, and other entitles be recovered
from the responsible parties.

The Exxon Valdez oil spill disaster has had tragic consequences for the
environment and the communities of Prince William Sound, and beyond. This
crisis required an immediate, emergency response. Substantial costs
have been incurred both by DEC and the communities of Prince
William Sound In this large-scale cleanup and containment effort.
It is essential that this money be recovered from those responsible for this
grave environmental, social, and economic catastrophe.

The Alaska Environmental Lobby commends the Senate in this
effort to create a framework for containment and clean up
expenditure reimbursement. With this assurance of reimbursement,
local entities and municipalities will be more likely to participate in future
oil and hazardous substance release prevention and cleanup.

Karen Brewster

April 11, 1989
ALASKA CENTER FOR The ENVIRONMENT . ALASKA CHARTER. SIERRACLUB = JUNEAUOROUP. SIERRACLUB * SITKAGROUP. SIERRA CLUB
KNIK GROUP. SIERRA CLUB - OENAII GROUP SIERRA CLUB - ANCHORAGE AUDUBON SOCIETY « ARCTIC AUDUBON SOCIETY
DENALLI CITIZENS COUNCIL «  ALASKA FRIENCS OF THE EARTH «  JUNEAU AUDUBON SOCIETY e KACMEMAK BAY CONSERVATION SOCIETY
KENAI PENINSULA AUDUBON SOCIETY - KOOIAIli AUDUBON SOCIETY - LYNN CANAL CONSERVATION < ALASKAWILOLIFE ALLIANCE
SITKA CONSERVATION SOCIETY . NORTHERN ALASKA ENVIRONMENTAL CENTER - SOUTHEAST ALASKA CONSERVATION COUNCIL

KNIK KANOERS AND KAYAKEPS
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RECOMMENDATIONS: [ 1 the same title
] be replaced with [ 1 a new title
] have attached amendment(s)
do pass

] do not pass

] no recommendation

] individual recommendations
1

additional referral to the Committee
ADOPTS: JLetter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
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MEMORANDUM April 27, 1989

SUBJECT : Municipal debt financing - CSSB 268(Finance)

TO: Representative Eileen._MacLean

FROM: Michael F. F o r d ~

Legislative Counsel

The following is a sectional analysis of CSSB 268(Fin):
Section 1 - Finding and purpose.

Section 2 - Specifies that a joint iInsurance arrangement 1is
not considered insurance, and is not subject to regulations
adopted by the director of the division of iInsurance. Also
requires each administrator of a joint iInsurance arrangement
to file an annual financial report with the Legislative Bud-
get and Audit Committee.

Section 3 - Allows expenditures from a joint insurance fund
to pay contractual obligations to certain lenders, and for
the purchase of insurance.

Section 4 - Allows a municipality or a municipal joint iIn-
surance arrangement to contract debt for the purpose of self
insuring against liability. Provides that the municipality
or joint iInsurance arrangement may enter iInto contracts con-
cerning the debt, and may sell bonds, notes, or certificates
of participation at public or private sale as provided by
the participants.

Section 5 - Excludes debt issued by a municipality or a mu-
nicipal joint insurance arrangement from the provisions of

AS 37.10.085, concerning prohibited debt i1ssued to a corpo-
ration.

Section 6 - Adds a provision that assisting municipalities
to provide iInsurance coverage through bonds or other debt
issued by the Alaska Municipal Bond Bank Authority, 1Is in-
cluded as the policy of the state.
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Section 7 - Authorizes the Alaska Municipul Bond Bank Au-
thority to create by regulation a new entity for the purpose
of financing a telf-insurance program for municipalities or
municipal jJoint iInsurance arrangements.

Section 8 - Authorizes the Alaska Municipal Bond Bank Au-
thority to lend money to municipalities, or municipal joint
insurance arrangements for the purpose of financing a self-
insurance program.

Section 9 - Authorizes the Alaska Municipal Bond Bank Au-
thority to make loans by purchasing notes or certificates of
participation from a municipality or a municipal joint iIn-
surance arrangement.

Section 10 - Effective date.

MF :kb
wkkA/052
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Senator Al Adams, Chairman
Community and Regional Affairs Committee

Senator Steve Frank

SUBJECT: SB 268, An Act relating to municipal financing and
municipal joint insurance arrangements; the Alaska
Municipal Bond Bank Authority; and providing for an
effective date.

SB 268, legislation developed and endorsed by the Alaska
Municipal League will allow municipalities and municipal joint
insurance associations to utilize debt financing to establish
reserves to self-insure against liability when the cost of
reinsurance 1is too high.

Recognizing that insurance costs were reaching levels beyond
the reach of many individual municipalities, the Fourteenth
Legislature passed legislation establishing joint insurance
pools. The proposed bill will provide a back-up tool that
municipalities and municipal joint insurance associations can
use In instances where excessively high premiums predominate
in the reinsurance market.

Drafts of the bill were reviewed by Eric Wohlforth, bond
counsel for the Alaska Municipal League Joint Insurance
Association, and John Havelock. Both attorneys have endorsed
the proposed bill and are of the opinion that the proposed
legislation, as phrased, 1is constitutional.

The Alaska Municipal League Joint Insurance Association has
offered to have staff available to answer any questions the
committee might have regarding provisions of the legislation.
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Alaska Municipal League Joint Insurance Association, Inc.
217 Second Street, Suite 2(NI

Juneau, Alaska 99801

(907)586-3222

FAX: (907) 463-5480

April 12, 1989

The Honorable Steve Frank
Alaska State Senate

State of Alaska

P. 0. Box V

Juneau, Alaska 99811-3100

Re: AN ACT RELATING TO MUNICIPAL FINANCING
AND MUNICIPAL JOINT INSURANCE ARRANGEMENTS,
THE ALASKA MUNICIPAL BANK

Dear Senator Frank:

In 1986 the Alaska Legislature, under AS 21.76, gave Alaskan
municipalities, city and school borough school districts authority
to form joint 1insurance arrangements as an alternative to
commercial property, liability and workers compensation insurances.
This legislation was enacted to enable municipalities to cope with
the adverse effects of constantly fluctuating insurance markets.
Availability and cost of needed 1insurance coverages has been
subject to wild swings which place a strain on the municipal
budgeting process. These wild swings are best illustrated by the
enclosed study published recently by the Insurance Services
offices. These severe swings in profitability have caused large
rate 1increases and restrictions of coverage for municipalities
countrywide. -

In recent years, rany states including, California, New York,
Texas, Louisiana, Arkansas, Michigan, Washington, Maryland, South
Dakota, Montana, Kentucky and [Illinois have passed enabling
legislation allowing cheir public entities, municipalities, school
districts, special districts, etc, to use alternative methods of
financing the costs of their insurance risks. Such capital market
financing methods as Bonds, Certificates of Participation and
Letters of Credit, are now being used to augment, supplement, or
replace commercial insurance. These alternative financing methods
are also being used in private industry. Self insurance, risk
retention groups and risk purchase groups are indications of the
continuing trend towards alternative approaches to insurance in the
financing of risk (costs of loss). It is estimated that by 1990,
35 to 40 per cent of commercial organizations, both public and
private, will be using such alternative risk finance techniques.
In the public sector there arc currently over 200 public pools such
as ours. In addition, most major cities, counties and states are
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self insured to some extent.

The purpose of this Act, then, 1is to allow municipalities and
municipal joint insurance arrangements organized under AS 21.76 to
utilize such alternative methods to finance the costs of
establishing self funded taserve? to cover their liabilities. Such
funds would be used:

* to create capital surplus on a pre-loss basis to fund to
aggregate retention levels for multiple losses requiring
payments in excess of retention level.

* to fund large losses iIn excess of aggregate retentions
on a post loss basis in lieu of assessments.

* to augment, supplement or replace reinsurance or excess
insurance.

The amount of funds needed to accomplish these goals would be
determined by actuaries certified by the American Academy of
Actuaries. The Alaska Bond Bank or other lender would have right
of approval. They could either accept or reject our proposal based
on their underwriting criteria.

Currently, the AML Joint Insurance Association self funds the first
$250,000 of its Property and Liability losses. The first $350,000

of Workers Compensation loss 1is also self funded. This self
funding 1™ accomplished on a poled basis using a portion of the
member®s premium contributions. This pooled loss fund is

actuarially determined by certified actuaries, and along with
reinsurance and administrative ccsts 1is reflected iIn the rates
charged our members. Our reinsurance includes both an occurrence
limit and aggregate retention limits as required by AS 21.76.

The requested legislation would provide us with a "tool"™ to use in
better managing the financing of our risks. It could be used to
reduce or replace reinsurance when 1ts cost 1is expensive and to
supplement our program with coverages not offered by commercial
insurers. The fund could also be used to provide coverages for our
members at more favorable costs than i1s now provided by insurers.
Municipalities in other states have used this approach to provide
necessary funds at substantially less cost than those of insurers
when the market 1is "hard."™ The cost of insurance premiums can be
likened to the cost of debt service on a capital instrument. It
the cost of debt service 1is less than the cost of conventional
insurance then certainly debt financing serves a legitimate public
purpose. Financing of its costs of risk also gives municipalities
greater control of their own destinies. These alternative
financing arrangements would give us flexibility and clout when
dealing with insurers. Flexibility 1in that we would purchase
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reinsurance in greater amounts when prices and coverage are The
inexpensive, and lesser amounts when prices increase and coverage
decreases. The clout comes from reinsurers knowing that we have
an alternative to purchasing our coverage from them.

In summary, the requested |legislation would give Alaskan
municipalities and the AML Joint Insurance Association greater
protection against the cyclical swings of the insurance industry.
It would enable us to 1increase our financial strength while
broadening our coverages and would give us a stronger bargaining
position with reinsurers.

Your support is earnestly requested and will be deeply appreciated.

Sincerely,

Administrator

Enclosure

Copies to: Phil Younker, Chairman, Board of Trustees, AML/JIA
Members, Board of Trustees, AML/JIA



CURRENT PARTICIPATING MEMBERS OF THE AML/JIA

PARTICIPANTS
Akutan
Angoon
Qj/row
Chualhbaluk
Cordova
Craig
Dillingham
Eagle

Elim
Emmonak
Golovin
Hooper Bay
Huslia

King Covo
Koilik
Kotzebue
Mountain Village
Nenana
Nikolai
Nome
Nunapitchuk
Ouzmkie
Palmer
Petersburg
Port Lions
Qumhagak
St. Mary's
Sand Point
Seward
Shishmarel
Skagway
Soldotna
Tenakee Springs
T.'iorne Bay
Unalakloet
Wamwnght
Whrtlier

AUTHORIZED
REPRESENTATIVES

Jacob Slephm, Mayor

Cynthia Paul. City Clerk

Eben Hopson, Jr., Mayor

Terry Hoellerle. City Manager
Jack Farrance, Financa Director
Dave Palmar. Administrator

Lyle Larson. City Manager

Jean Boone, City Clark/Treasurer
Luthar Nagaruk, City Clark

John Alder, City Manager
Thomas Punguk, Mayor

Susie DeGrace. Administrative Assistant
Elsia Vent. Administrator

Wayna Marshall, City Manager
Peter F. Elachfc, Sr.

Allen Jessup. Finance Director
Joyce A Brown. City Clerk

Stove Bainbndge. City Manage
Roger Jenkins, City Manager
Polly Prchal, City Manager

Eli J. Wassillie. Administrator
Debra Garner, City Clerk

David L Soulak, City Manager
Patricia Curtiss, Acting City Manager
David Wakefield, City Clerk

Larry Strunk, Administrator
Francis Thompson, Administrator
Bob Juettner, Administrator

Max Royle, City Manager

Morris Klyutelluk. Administrator
Tom Healy, City Manager

Richard Underkoller, City Manager
Janice Eagle, City Clerk

Ruth Anne Taylor

Steve Kniseley, Administrator
Frances Hopson, Mayor

Cecil DePedro, Finance Director

RISK MANAGERS

Erika Tritremmel, Administrator
Cynthia Paul. City Clerk

Eben Hopson, Jr. Mayor

Terry Hoefferle, City Manager
Jack Ferrence, Finance Director
Dave Palmer, Administrator
Lyle Larson. City Manager
Osct. Ingoid

Luther Nagaruk. City Clerk
John Alder, City Manager
Thomas Punguk. Mayor

Susia DeGrace

Elsie Vent, Administrator
Wayne Marshall. City Manager
Peter F. Elachik, Sr,

Allen Jossup, Finance Director
Robert H. Hall, VPSO

Stove Bainbndge. City Manager
Roger Jenkins. City Manager
Polly Prchal. City Manager

Eli J. Wassillie, Administrator
Debra Garner. City Clerk

David L Soulak, Cily Manager
Patricia Curtiss, City Clerk
David Wakefield. City Clerk
Larry Stiunk, Adminrstrator
Francis Thompson. Administrator
Bob Juettner, Administrator
Max Royle, City Manager
Morris Klyutelluk, Administrator
Tom Healy, City Manager
Richard Undarkollor, City Manager
Janice Eagle, City Clerk
Ruth Anne Taylor
Sieve Kniseley, Administrator
Frances Hopson, Mayor

Cecil DePedro, Finance Director

November 7. 1988
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Alaska Municipal League Joint Insurance Association, Inc.
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AHL/JIA ACTIVE PROSPECTS

Aleutians East Borough
Atka

Atquasuk

Brevig Mission

Haines

Houston

Homer

Koyukuk

Hughes

Kake

Ketchikan Gateway Borough
Kenal

Kenair Peninsula Borough
Mat-Su Borough

Napakiak

New Halen

Northwest Arctic Borough
Nightmute

Nondalton

Old Harbor

Pelican

Pilot Station

Point Hope

St. Michaels

Shaktoolik

Sitka

Unalaska

Upper Kalskag

Wasilla

I P Stiond Street. Suite 200
lunou. Aljttkj 99801
(907)586-1222

FAX f907i 461-5480
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Summary Of Coverages And Limits Of Liability
(AHL-JIA)

FT 1989 Structure

PUBLIC OFFICIALS and GEHEBAL C AUTOMOBILE LIABILITY WORKERS®" COUPEHSATIOH t
POLICE PBOFESSIOMAL and PBOPEBTT EHPLOYER*S LIABILITY
LIABILITY
1
i
. Workers'
-4- .
$1 nu / ReE')?ggered Compensation
Aggregate layar to
per $30 till. Statutory
Participant Limits
(Property)
Aggragate Loaa
. -1 Fund Protection
($) Deductible Amount Unlinltad for -3-
Varies b/ Participant Rolnaured Auto Liability &
Exceae Property
Iaye( to
[ m ™ t1|II Aggregata
B si mi/ _- ’ General ' Loaa Fund
Aggregate "4~ Reinsured Relneurad Liability: Eeployar' a Protection
gareg Excesg1 Layer Exceae layer Liability $3mi
per to $1 nil to $1 mi $6 mi $1 nil Licit
Participant (Progerty) (GL2& 1L) Aggregate Llelt 3 Tear
$20,000 T T Stop-losa
[fx Stop-Loaa $260,000 1 Occurrence << JIA Loaa Fund i $2 7 nil
on SIR Pooled Retention (SIR) - 2- $1,126,000
IA Pool -4- (Aggregate) .
JJatancf[?oend - et $200,000 GI/Al S Property 1 Tear
<snt) Individually $360,00Q JA 3. 4S$§-Opl-2|é)sosoo
$6,000 Participant Retention *
. Property Deductible par
$6,000 Participant (Per Occurrence) Occurrence

Deductible per Occurrence

1-.-2-.-3-.-4- References Specific To Carriers
(Refer To Section On 'Reinsurance C Excess Insurance Coverages* For Detail)
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March 24. 1989

The Honorable Steve Frank
Member. Houae of Representatives
State of Alaska Legislature

P.O. Box V

Juneau. Alaska 99811

Dear Representative Frankt

1 have been asked by the Alaska Municipal League to
give you my opinion as to the constitutionality of the proposed
draft legislative bill relating to municipal insurance
arrangements. This letter will refer to the work draft of that
bill dated 02/20/89 with amendments suggested by my letter of
February 28. 1989 to Robert Healy.

In my opinion, the draft legislative bill with the
changes indicated in my letter of February 28. 1989 would if
enacted constitute a valid legislative enactment. Further, in
my opinion such a legislative bill if enacted would not be in
violation of any provision of the Alaska State Constitution.
Specifically, the apprehension that indebtedness might be
authorized pursuant to the legislative enactment which would
violate the Alaska State Constitution does not make the
enactment unconstitutional. We would assume that action be
taken pursuant to the legislative authority which is
constitutional at the local government level. I suggested that
the particular means of authorizing constitutionally permitted
indebtedness be specified in the bill if it was deemed to be
the only means that was permitted under our Constitution. This
suggestion which 1 had hoped would satisfy the apprehension on
the bill did not find favor.

Very truly yours

Eric E. Wohlforth A
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March 24, 1909

Representative Stave Prank
119 N. Cushman, Suite 211
Fairbanks, Alaska 99701
Fax Number 456-3346

Daar Raprasentatlva Frank,

Alaska's smaller towns and villages need affordable
insuranae. The only way they aan get it is through systems
like the nonprofit, Municipal League JIA, creating their own
insurance pool arrangement. The pool needs the b&aking of a
capital reserve. 1 am pleased to hear that you will bo a
principal backer of legislation allowing the creation of the
fund through the Boud Bank.

I have reviewed draft legislation on this subject which is
before you. As an attorney formerly specialising in bond
work and now dovoting muoh of my time to constitutional law,
| believe the proposed legislation is constitutional.

I realise that an attorney with the Attorney Generals Office

has voioed concerns on this subjeot. To a degree, | share
his ooncern. However, the distinction must be made between
"facial” constitutionality and constitutionality "in

execution".

This distinction might be illustrated better by a bill to
allow health officials to conduct searches. On its face,
suah a bill is not unconstitutional though it signals many

constitutional issues. The administrative practices which
determine when, how, and by whom such searches are conducted
may well be unconstitutional but such issues are not ripe
until the plan of execution is established.

There are many issues to be addressed beyond the legislation
itself, in determining in how this bond fund should be
created and administered. Mr. Wohlforth and other draftsmen
of this Dbill (which is similar to legislation adopted in
other jurisdictions on this subject and which have similar
constitutional restrictions) have wisely chosen in this
draft to leave open specific choices in execution until a
more detailed exploration of interrelated marketing a.id
legal strategies is undertaken with this legislation in

place.

Unlike some other legislations, this statute is neither
mandatory nor automatic but requires specific

implementation, always under the eye of oautious attorneys.
Tn +V,. -» -
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counsel require that a teat oaae be brought to test the
legality of a particular strategy. Some years ago |
represented the taxpayers in suah a case on the earthquake
mortgage relief bonds, whiah paved the way for that

successful program.

Thus, while there are many constitutional pitfalls to be
avoided in execution, the legislation, aa now phrased, is
not unconatitutional on ita face and should not be tabled or

otherwise defeated on constitutional grounds. I urge the
legislature to adopt the bill so we can get on with the
plan.

Sincerely,

John Havelock

cc: Alaska Municipal League
Eric Wolforth
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MEMORANDUM February 15, 1989
SUBJECT: Joint insurance arrangements
(Work Order No. 6-0814)
TO: Senator Steve Frank
Attn: Paul Pesika
FROM: Michael F. Ford 11**\/

Legislative Counsel

You have asked for our review of legislation to allow munic-
Nalities involved iIn joint insurance arrangements to fi-

nance debt through the Alaska Municipal Bond Bank. As ex-

plained iIn this memo, i1t Is our opinion that the legislation

¥QUId violate Article IX, section 9, of the Alaska Constitu-
ion.

Under Article IX, section 9, municipalities are prohibited
from contracting debt, unless the debt i1s authorized by the
governing body for capital Improvements and ratified by the
voters. A "debt" i1n the context of this constitutional lim-
itation, means an obligation secured by the full faith and
credit of the municipality; it does not include an
obligation payable from funds on hand or current revenue.
81A C.J.S. 88219,220. The proposed legislation would au-
thorize a contractual pledge of money by a municipality
through a joint insurance arrangement. This pledge of money
iIs the type of "debt" that is prohibited by Article IX, sec-
tion 9, unless the debt i1s for a capital 1mprovement and is
ratified by the voters. The use of notes, certificates of
participation, or bonds to establish iInsurance reserves
would clearly not constitute a 'capital Improvement.'™ See
City of Juneau v. Hixson, 373 P.2d 743 (Alaska 1962).

Under Sec. 21.76.120(c) of the proposed legislation, the
debt incurred would 'not be a general obligation of a munic-
ipality.” This language is clearly an attempt to avoid the
prohibition against debt contained iIn Article IX, section 9.
I do not think that this language will effectly remove the

constitutional problem. IT a court considered this issue,
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it would certainly look at the substance of the pledge. Un-
less the pledge i1s limited to current revenues, the pledge
amounts to creation of a prohibited obligation on future
revenues of the municipal treasury. This same section also
provides that a pledge may '‘not include revenues derived
from taxes.” Again this is an effort to avoid creating the
kind of "debt" prohibited by the constitution. However the
debt will still be payable from whatever other general reve-
nues are available, probably state funding. So, by elim-
inating tax revenues iIn securing the pledge, the state may
be faced with an increased "moral obligation™ to make pay-
ments on these bonds as a practical matter. This 1Is pre-
cisely the kind of future obligation that Article IX, sec-
tion 9 was designed to avoid.

I should also mention that there iIs an exception to Article
IX, section 9, contained iIn Article IX, section 11, But
this exception does not apply to the suggested legislation
as | interpret 1t. The only bonds mentioned in this pro-
posal are those issued by the Alaska Municipal Bond Bank.
The exception would not apply to debt undertaken by a munic-
ipality, to repay revenue bonds issued by the Alaska Munici-

pal Bond Bank.

For the above reasons, i1t iIs our opinion that a municipality
could not finance it"s joint insurance arrangement iIn this
manner, without serious risk of violating the state consti-
tution. Because bond financing iIs a specialized area of the
law it would be wise to have bond counsel review this
proposal before introducing legislation on the subject.

This kind of financing arrangement may also create marketing
or other practical bonding problems that bond counsel could

provide advice on.

MFFtkb
WKK2/007
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January 31, 1989
PO BOX K-STATE CAPITOL

JUNEAU. ALASKA 99011-0300
PHONE (902) 405-3000

Hon. Ronald L. Larson
Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Re: Debt financing for municipal
joint i1nsurance pool

Dear Representative Larson:

At the request of Jay Hogan of your staff, 1 have re-
viewed a memorandum dated February 12, 1988 of the Alaska Munici-
pal League relating to "'debt financing for municipal liability
exposures.” | have also reviewed a draft bill dated January 24,
1989 attached to the memorandum. You ask our opinion whether it
would be lawful under art. IX of the Alaska Constitution for an
association of municipalities to finance an insurance pool
through the issuance of revenue bonds. I believe that It iIs pos-
sible to finance an insurance enterprise through the issuance of
revenue bonds. OFf course, my opinion is conditioned on the fi-
nancial feasibility of the enterprise and possible federal tax
consequences which would affect the marketability of the bondsv

It riust be made clear at the outset that we are not
giving an opinion concerning the adequacy of the draft bill to
accomplish the purpose of the municipal league. We believe that
providing insurance coverage for municipal activities 1s a public
purpose for which municipal funds may be expended. Under art.

IX, sec. 11 of the Alaska Constitution, the prohibition against
Incurring debt does not apply to a public enterprise financed
solely by revenues generated by the enterprise. The provision of
insurance to an association of municipalities probably qualifies
as an enterprise under sec. 11. Presently, the municipalities
are presumably purchasing iInsurance from private carriers and we
all know that they are not charitable iInstitutions. Insurance
premiums paid by municipalities would serve as the source of rev-
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enue to support the issuance of revenue bonds. These periodic
premiums could be pledged by the public corporation operating the
insurance enterprise to secure the repayment of the bonds.

Subject to authorization being granted ly law, the Mu-
nicipal Bond Bank Authority could operate the enterprise or it
could be authorized to spin off a subsidiary public corporation
for this purpose, It 1s also possible for municipalites to form
an entity by cooperative agreement to jointly exercise the iIm-
plied power to iInsure against risks without using the Municipal
Bond Bank Authority. See Alaska Const, art. X, sec. 13 and AS
36.30.700 -- 36.30.790. However, it may be desirable to use the
authority as the conduit for the financing because it IS recog-
nized by potential investors and, by virtue of chat recognition,
enjoys a favorable bond rating. Section 13 also allows coopera-
tive agreements between municipalities and state agencies.

I have reviewed the memorandum dated January 30 pre-
pared by legislative counsel on this matter and must respectfully
disagree with his conclusions. Legislative counsel argues that a
municipality would be barred from this financing technique be-
cause the municipality is not financing capital Improvements. In
support of his conclusion, counsel cites City of Juneau v. Hix-
son, 37.1 P.2d 743 (Alaska 1962). This financing arrangement
could be distinguished from the method used in Hixson i1f the pre-
miums paid by the municipalities are subject to annual appropria-
tion. For this financing to work, there would need to be agree-
ments between each municipality and the financing entity in which
the payment of premiums iIs conditioned on the adoption of munici-
pal appropriations. It is also likely that each municipality
would need to acknowledge a moral obligation to make premium pay-
ments until the bonded i1ndebtedness is retired. Because the debt
incurred under this proposal is not for capital Improvements, a
municipality cannot unconditionally pledge general tax revenues.
However, we believe there is no problem making premium payments
from tax revenues generated by a municipality if, as explained
above, the governing body of the municipality retains the discre-
tion to appropriate amounts to pay the premiums

I agree with legislative counsel that the committee
should seek tne advice of a qualified bond counsel before this
bill is prepared for iIntroduction. For example, without the con-
currence of bond counsel, | would be hesitant to recommend that
the bill allow the issuing entity to use negotiable or nonnegoti-
able instruments or certificates of participation.
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I hope this memorandum will serve your purposes.

Sincerely yours,

BERC SCHAIBLE

James L. Baldwin
Assistant Attorney General

JLB/pjg

cc: Michael Ford
Legislative Affairs Agency

Arthur H. Peterson
Department of Law



Resolution of the Alaska Municipal League

Resolution No. 89-10

A RESOLUTION SEEKING ENABUNG LEGISLATION
ALLOWING MUNICIPALITIES AND JOINT INSURANCE
ARRANGEMENTS TO USE DEBT FINANCING

WHEREAS, AS 21.76 allows municipalities to form joint insurance
arrangements in order to mitigate the effect of wide fluctuations in the
availability and price of coverage for local governments, and

WHEREAS, beginning July 1, 1988, 38 Alaska municipalities created
such a joint insurance arrangement through the Alaska Municipal League
by retaining a certain amount of expected losses and purchasing reinsurance
and stop loss coverage to limit their exposures, and

WHEREAS, reinsurance and stop loss coverage are subject to the
same cyclical market conditions that cause costs to escalate and limited
availability from commercial insurance carriers, and

WHEREAS, elsewhere in the United States municipalities have found
that the cost of deot financing for building a self-insurance reserve can be
substantially lower than the cost of premiums from commercial insurance
companies, while at the same time providing potentially broader coverage,
and

WHEREAS, through the sales of bonds to develop a reserve fund
and the use of premium payments to pay off the loan, the municipalities will
be better able to provide coverage at the lowest possible cost to protect
communities and the taxpayers, and

WHEREAS, the Board of Directors of the Alaska Municipal Bond Bank
have approved the concept of backing financially sound bonds through the
Bond Bank, an insignificant risk compared to the potential costs to the State
of a major loss suffered by an inadequately insured community;

NOW, THEREFORE, BE IT RESOLVED that the Alaska Municipal
League urges the passage of legislation by the 16th Alaska Legislature and
the Governor that would give joint insurance arrangements or municipalities
the explicit authority to incur debt to establish reserves and self-insure liability



