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HB 253 "An Act making a special appropriation for payment
AS A GRANT TO THE ClTY 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 AlRPORT 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 ClTY OF FAIRBANKS DOES NOT CURRENTLY 

HAVE SUFFICIENT FUNDS TO DO SO.

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

There is no fiscal 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's 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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"An Act relating to municipal petitions and elections, and to appointments 
to fill certain municipal offices."

RECOMMENDATIONS:
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ALASKA PUBLIC UTILITIES COMMISSION /
DEPARTMENT OP COMMERCE AND ECONOMIC DEVELOPMENT

/

STEVE COWPER, GOVERNOR

420 " I "  ST R U T  
SUITE 100
ANCHORACt, ALASKA 99501 
(907) 276-6222

ALASKA PUBLIC UTILITIES COMMISSION

COMMENTS ON CSBB 207

April 11, 1989

c s s b  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 is appropriately resolved by the Legislature. 
The commission would point out, however, that CSSB 207 provides 
municipalities, in 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 in 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, it 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 if 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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(L>) A utility shall inform customers applying for levelized billing as 
to how the levelized billing estim ate wus developed; how levelized 
billing will impact a custom er’s m onthly u tility  bill; and th a t  the 
utility may adjust the custom er’s monthly levelized bill under (c) of 
th is section.

(c) A u tility  shall adjust u custom er’s levelized billing annually , or 
more frequently if the u tility 's  estim ate of the custom er’s usage or cost 
varies significantly from the custom er’s actual usage or cost. The u til­
ity or the customer may in itia te  the adjustm ent for causes including 
w eather and ra te  changes.

(d) In the case of an overcollection determ ined a t  the time of the 
annual adjustm ent required by (c) of th is section, a term ination of 
service, or a term ination of the levelized billing plan, a u tility  shall 
imm ediately refund or credit the excess paym ent to the custom er ac­
count, as appropriate.

(e) A u tility  may not refuse enrollm ent in levelized billing to a 
custom er whose curren t bill a t the tim e of enrollm ent is past due or 
delinquent if the custom er enters into a deferred paym ent agreem ent, 
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. D E F E R R E D  PA Y M EN T A G R EE M E N TS, (a) 
For a residential custom er who dem onstrates th a t economic hardship 
prevents paym ent in full of a  delinquent bill, a u tility  m ay not refuse 
to restore or continue service unless the custom er refuses to agree to 
or comply w ith a deferred paym ent plan m eeting the requirem ents of 
th is section.

(b) A deferred paym ent agreem ent between a u tility  and a residen­
tial custom er m ust provide th a t  service will continue if  the customer 
m eets all of the following conditions:

(1) the custom er agrees to pay one-third, or less a t the option of 
the utility , of the outstanding bill a t the tim e the  parties en ter into 
the deferred paym ent agreem ent;

(2) the custom er agrees to pay all fu ture bills for u tility  service in 
accordance with the effective billing and collection tariffs of the- 
utility; and

(3) th j  custom er agrees to pay the rem aining outstanding bal­
ance in installm ents over a period not to exceed 12 months.
(c) The duration of a deferred paym ent agreem ent m ust be a t least 

three months unless the  custom er agrees to a  shorter period.
(d) A u tility  may include provisions for deferred paym ent agree­

m ents with non-residential custom ers in its tariff, or may negotiate 
them by special contract
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(e) In determ ining a reasonable deferred pay .Tien* schedule, a u til­
ity and customer shall consider the following conditions, u list of 
which m ust be presented to the customer:

(1) size of the delinquent account;
(.2) customer’s ability to puy;
(3) customer’s paym ent history;
(4) length of tim e the debt has been outstanding;
(5) circum stances th a t  resulted in the outstanding  debt; and
(6) any other relevan t factors related to the circum stances of the 

customer.
(f) A deferred paym ent agreem ent m ust be in w riting and m ust be 

signed by the custom er and an  authorized u tility  representative. A 
deferred paym ent agreem ent may include a finance charge as speci­
fied in the u tility ’s effective tariff, bu t the charge may not exceed th a t 
allowed by AS 45.45.010(a).

(g) A u tility  shall offer comparable term s and conditions to cus­
tomers with sim ilar paym ent problems.

(h) If a customer fails to fulfill the term s of a deferred paym ent 
agreem ent, the u tility  m ay disconnect service under 3 AAC 52.450(d). 
The u tility  may offer a subsequent deferred paym ent agreem ent be­
fore disconnecting the custom er’s service. (Eff. 1/1/87, Register 100)
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Authority: AS 42.05.141 
AS 42.05.151 
AS 42.05.291

3 AAC 52.450. D ISC O N N EC TIO N  O F SE R V IC E , (a) A u tility  
m ay disconnect service to a custom er w ithout advance w ritten  notice 
under the following conditions:

(1) an im m ediate hazard exists which th rea ten s  the safety or 
health  of the custom er or the  general population or the u tility ’s 
personnel or facilities;

(2) the u tility  has evidence of m eter tam pering  or fraud by the 
customer; or

(3) a custom er has failed to comply w ith the  curta ilm ent proce­
dures imposed by a u tility  during emergency supply shortages,
(b) A utility  m ay commence disconnection procedures in accordance

with the notice requirem ents of (c) of th is section for any of the  follow­
ing reasons:

(1) failure of the custom er to pay for u tility  service w ithin 55 
days after in itial rendering of the bill unless the custom er has en­
tered into a deferred paym ent agreem ent;

(2) failure of the custom er to m eet or m ain tain  the u tility ’s de­
posit requirem ents;

(3) knowing and continued failure of the custom er to provide the 
utility with reasonable access to its m eter, equipm ent, or property;

489



3  A A C  5 2 .* 1 5 0  A l a s k a  A d m i n i s t r a t i v e  C o r k  .'1 A A C  5 2  4 5 0

(4i custom er breach of n special contract between the u tility  and 
custom er for u tility  service; or

(5) necessity of the  utility to comply with rn  order or regulation 
of any governm ental agency with proper ji .isdiction
(c) t he following notice ruquirem onta apply to service disconnec­

tions perm issible under (b) of this section:
t l)  Except as provided in (2) of th is subsection and in (d) of this 

section, a u tility  shall, a t least 15 days before the scheduled date  of 
disconnection, mail or deliver to the custom er a w ritten notice of its 
in ten t to disconnect service, A copy »i the term ination notice m ust 
be sim ultaneously forwarded to any third party designated by the 
custom er on a service application. The notice m ust contain, a t  u 
m inim um , the following information:

(A) the nam e and  address of the  custom er whose service is to be 
disconnected and the service address, if different;

(B) the date on or after which service will be disconnected u n ­
less the custom er takes appropriate action;

(C) an explanation of the reason for the proposed disconnection, 
including, if appropriate, a sta tem ent of the am ount of the delin ­
quent bill which the  custom er has failed to puy in accordance with 
the paym ent policy of the utility;

(D) if disconnection is premised on paym ent delinquency,
(i) a s ta tem en t advising the custom er to contact the u tility  

for information regarding deferred paym ent and other proce­
dures th a t the u tility  may offer to avoid disconnection of the 
custom er’s service; and

(ii) a list of any  governm ental or social assistance ugencies, 
of which the u tility  is aware, th a t  may offer energy assistance 
to qualified needy customers;
(E) a specific request th a t  if a  custom er’s residence is occupied 

by a person seriously ill, elderly, handicapped, or dependent on 
life support system s, the custom er should notify the u tility  imm e­
diately of th a t  circum stance for consideration in avoiding discon­
nection;

(F) a sta tem ent advising the custom er th a t  the u tility ’s stated 
reason for the  term ination  of service may be disputed and poten­
tially  resolved by contacting th e  u tility  a t a specific address or 
telephone num ber;

(G) a sta tem ent th a t the  u tility  reta ins the righ t to term inate 
service, after allowing a custom er who disputes a  bill the opportu­
n ity  for a m eeting, if  the u tility  continues to find th a t the reason 
for the  disconnection is just;

(H) the telephone num ber and address of the commission and a 
sta tem ent th a t the  custom er m ay file a complaint with the com­
mission under 3 AAC 48. 120 or 3 AAC 48.130 if not satisfied



3 AAC r>2.-ir»0 C o M M a i u ’K a n i i  K c o n  I ) k v , .3 AA(' 52.450

w ith tho utility 's response or resolution of a contested hill or ta riff  
provision; and

11) the  am ount of tho utility 's tariffed charges for disconnection 
and reconnection of service.
(2) If a u tility  has been informed th a t a residence is occupied by a 

person seriously ill, elderly, hundicapped, or dependent on life sup­
port system s, the u tility  shall provide tho notice required by (1) of 
th is subsection a t least 30 days before the scheduled date of discon­
nection. In any case in which u u tility  is notified after issuance of a 
term ination notice th a t u custom er’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 custom er of the extension.

(3) Not less thun three working days prior to disconnection, tho 
utility  shall a ttem p t personal contact with the customer e ither by 
telephone or by visit of an authorized u tility  representative to the 
premises. If by telephone, the u tility  shull u ttem pt to make contuct 
no less than  three tim es a t  various periods in the day. A u tility  shall 
keep records of all attem pted and completed telephone contacts, 
showing a t  least the tim e, tho person m aking the attem pt, and the 
outcome. If by v isit to the premises, the u tility ’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 prom inent 
place. The "Shut-OIF Notice" or completed telephone call m ust pro­
vide the custom er with the following information:

(A) the nam e and address of the custom er and the service ad­
dress, if  different;

(B) a concise sta tem ent 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 num ber, after-business-hours 

telephone num ber if  applicable, and the address of the u tility  
where the custom er may pay the delinquent bill, en ter into a 
deferred paym ent agreem ent, or file a bill dispute complaint; and

(E) the  am ount of the charges for disconnection and reconnec­
tion of service.
(4) If a  u tility  knows th a t a  landlord/tenant relationship exists, 

the  following additional provisions apply:
(A) For individually  m etered prem ises where the landlord is 

the custom er and the notice period provided for in (1) — (3) of th is 
subsection has txpired , the u tility  shall notify the tenan t in w rit­
ing of the option of subscribing for service in the ten an t’s own 
name. However, the u tility  may not a ttem pt to recover from the 
tenan t or condition service to the ten an t on the paym ent of any 
outstanding bills or other charges due from the outstanding ac­
count of the landlord. If, however, the ten an t has a previously
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outstanding balance* at the suine service address, Ju* utility may 
condition service to tliat tenan t on term s acceptable to the u tility  
for repaym ent of the outstanding balance plus a deposit in compli­
ance with the u tility ’s turiff. If the tenan t declines to subscribe for 
individual service, or arrange for paym ent of the delinquency if 
applicable, w ithin 10 duys after w ritten  notice by tbe u tility  is 
mailed or delivered to the  tenant, the u tility  may disconnect ser­
vice w ithout further notice.

(B) For m aster-m etered premises where the landlord is the cus­
tomer and the notice period provided for in (1) —(3) of th is subsec­
tion has expired, the utility shall give individual notice of the 
pending disconnection to each tenan t served through the m aster 
m eter a t least 14 duys before disconnection.

(C) If the ten an t is the customer and the notice period provided 
for in (1) — (3) of th is subsection has expired, the u tility  shall 
notify the landlord in w riting of the option of subscribing for the 
service provided a t the tenan t’s premises. However, the u tility  
may not a ttem pt 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 a t the 
same service address, the u tility  may condition service to th a t 
landlord on term s acceptable to the u tility  for repaym ent of the 
outstanding balance plus a deposit in compliance with the u til­
ity ’s tariff. If tlrr landlord declines to subscribe for service, or 
arrange for paym ent of the delinquency if applicable, w ithin 10 
days after w ritten  notice by the u tility  is m ailed to the landlord, 
then the  u tility  m ay disconnect service w ithout further notice.

(d) At least th ree working days before disconnection, a u tility  shall 
give w ritten  or telephone notice of disconnection, in accordance with
(C)(3) of th is section to a customer who has failed to comply with a 
deferred paym ent agreem ent.

(e) W ithin 10 days after the date specified on a "Shut-Off Notice", a 
u tility  may, w ithout fu rther 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 u tility  m ay not disconnect service to a  custom er for any of the 
following reasons:

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

(2) failure of the custom er to pay for services or equipm ent no! 
regulated by the  commission;
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(3) nonpaym ent of a bill related to another class of service a t a 
different service location;

(4) the custom er disputes the am ount due on the delinquent ac­
count, complies with the u tility ’s tariffed rules on custom er bill 
disputes, and the dispute rem ains under investigation by the u tility  
or by the commission; however, a custom er shall pay any undis­
puted am ount, and the u tility  may proceed to disconnect service in 
accordance w ith this section for failure to pay any undisputed 
amounts; or

(5) the custom er is unable to pay the  full delinquent am ount due, 
qualifies under the u tility ’s tariffed eligibility requirem ents for de­
ferred paym ent agreem ents, and is in compliance w ith a  signed, or 
is in the process of tim ely negotiating a, deferred paym ent agree­
ment.
(g) A u tility  m ay remove any or all of its  property installed on a 

customer’s prem ises upon disconnection of service.
(h) A u tility  shall restore service w ithin three working days after 

correction of the  conditions th a t resulted in  the disconnection. Correc­
tion includes execut ion of a deferred paym ent agreem ent. If service 
restored during a period other th an  regu lar working hours a t the 
custom er’s request, the u tility  m ay impose an  after-hours charge for 
reconnection.

(i) Each u tility  shall m ain tain  a record of each disconnection of 
service, including the reason for the  disconnection. This record m ust 
be m aintained for two years and m ust 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. L IN E EX TEN SIO N S AND SE R V IC E  CON- 
N ECTIO N S. (a) A u tility ’s ta riff  for line extensions and service con­
nections, or, i f  appropriate, special contracts under 3 AAC 48.390, 
m ust include the following:

(1) the am ount of the costs, m axim um  footage, or equipm ent a l­
lowance for a line extension and a  service connection, to be provided 
by the u tility  a t no charge; the u tility  m ay specify different allow­
ances for different custom er classes;

(2) a requirem ent, subject to the provisions of (3) and (4) of this 
subsection and to (c) and (d) of th is section, th a t a custom er request­
ing a line extension or service connection m ust pay all costs which 
exceed the am ount for which the u tility  is responsible under (a)(1) of 
this secticii;

(3) a s ta tem en t th a t the custom er is not responsible for the cost of 
system upgrade th a t is incidentally the result of the customer’s

. J
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CSSB 173 C&RA "An Act relating t o  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 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 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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RE:

A l a s k a  £ s > t a t e  H c g i ' s l a t u r c

A1 Adams
District L

April 7, 1989

Representative MacLean, Chairman
House Community & Regional Affairs Committer

Senator A1 Adams

SB 173

W HILE IN SESSION 
P.O. Box V  

Slate Capitol 

Juneau, A laska W H II 

 CVV )  465-3707

O U T  O F SESSION 
P.O, Box 51) 

Kot:ehue, A laska 44752 

e>07) S42-3245

3111 C  Street 

Anchorage, Alaska 94503 

(907) 561-7622

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 on petitions, 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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Sectional summary of CSSB 173 (C&RA)
Representative Eileen MacLean
Tamara Brandt Cook a//
Director A ^
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 initiative 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 is sufficient, it 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 is registered to vote in state elections
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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 in state elections at the address in 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 initiative or referendum application. 
Correspondence relating to the petition is 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 identify a prime sponsor.
Sec. 16. Copie' of a recall petition are to be made avail-
able to sponsors at the 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 is 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



TO: Representative Eileen MacLean, 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 and Elections

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 in 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 is 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. TI#«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
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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 ♦hose 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

61
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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 important 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 ♦•he 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 in the administration of these functions.

The Division wishes to focus its comments specifically on 
the sec ons regarding voter qualifications. It is 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 "resident11 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" in the 
community. As long as they are registered somewhere to 
vote in 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 issue 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) is amended to read:

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

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

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

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

(4) is not disqualified under art. V ot the state 
constitution.

Date



Another issue 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 immediate 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 issue, 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
(a) of this section to vote in the municipal election.



5 29.26.100 A l a s k a  S t a t u t e s  S u p p l e m e n t  $ 29.26.120

A rtic le  2. In itia tiv e  and  R efe rendum .

S e c t io n
tOO Kesvrviitioti of  pow«*r» 
110. Application tor pe tit ion 
120. C o n ten ts  of peti t ion  
130 S ig n a tu re  re q u ire m e n ts  
140. Sufficiency of petit ion

S e c t io n  
130. Protest  
160. New petit ion 
170. In i t ia tive  election 
180. Referendum election 
190 Effect

E f fe c t iv e  d o t e  o f  a r t i c l e .  — Section 
90, ch. 74. SLA 1935 provides: ' Th is  Act 
take* effect J a n u a r y  1 .1986."

Sec. 29.26.100. R e se rv a tio n  o f  pow ers. The powers of initiative 
and referendum  are reserved to the residents of m unicipalities, except 
the powers do not extend to m utters restricted by art. XI, sec. 7 of the 
state constitution. i§ 9 ch 74 SLA 1985)

Sec. 29.26.110. A p p lica tio n  fo r pe tition , (a) An initiative or 
referendum is proposed by filing an application with the municipal 
clerk containing the  ordinance or resolution to be in itiated  or the 
ordinance or resolution to be referred and the address to which all 
correspondence re la ting  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 tim e before the petition is 
filed by subm itting  the name of the sponsor to the clerk. W ithin two 
weeks the clerk shall certify the application if the clerk finds th a t it is 
in proper form and, for an in itiative petition, th a t the m atter

(1) is not restricted  by AS 29.26.100;
(2) includes only a single subject;
(3) relates to a legislative ra th e r than to an adm inistrative m atter: 

and
(4) would be enforceable as a m atter of law.
(b) A decision by the clerk on an application for petition is subject to 

judicial review. IS 9 ch 74 SLA 1985)

Sec, 29.26.120. C o n ten ts  o f pe tition , la) W ithin 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

II) a sum m ary of the ordinance or resolution to be in itiated  or the 
ordinance or resolution to be referred:

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



§ 29.26.130 M u n i c i p a l  G o v e r n m e n t § 29.26.130

(3) the date on which the petition is issued by the clerk;
(4) notice th a t signatu res m ust be secured w ithin 90 days after the 

date the petition is issued;
(5) spaces for each signature, the printed nam e of each signer, the 

date each signatu re  is affixed, and the residence and m ailing 
addresses of each signer;

(6) a statem ent, with space for the sponsor's sworn signature  and 
date of signing, th a t  the  sponsor personally circulated the petition, 
th a t all signatu res were affixed in the presence of the sponsor, and 
th a t the sponsor believes the signatu res to be those of the  persons 
whose names they purport to he; and

(7) space for indicating the total num ber of signatu res on the 
petition. ,

(b) If a petition consists of more than  one page, each page shall 
contain the sum m ary of the ordinance or resolution to be in itiated  or 
the ordinance or resolution to be referred.

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

Sec. 29.26.130. S ig n a tu re  re q u ire m e n ts , (a) The signatures on 
an in itiative or referendum  petition shall be secured w ith in  90 days 
after the clerk issues the petition. The sta tem ent provided under AS 
29.26.120(a)(6) shall be signed and dated by the sponsor. S ignatures 
shall be in ink  or indelible pencil.

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

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

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

(c) Illegible signatu res shall be rejected by the clerk unless 
accompanied by a legible printed name. S ignatures not accompanied 
by a  legible residence address shall be rejected.

(d) A petition signer m ay withdraw the signer’s signature  on 
w ritten  application to the clerk before certification of the petition, c 5 9 
ch 7h SLA 1985)

- 6 2 -



Sec. 29.26.140. S u ffic iency  o f  p e titio n , (a) All copies of an 
in itiative or referendum  petition shall bo assem bled und filed as a 
single instrum ent. W ithin 10 days after the  date  the petition is filed, 
the municipal clerk shall

(1) certify on the petition w hether it is sufficient; and
(2) if the petition is insufficient, identify the insufficiency and 

notify the sponsors a t the address provided under AS 29.26.110(a) by 
certified mail. ,

(b) A petition th a t is insufficient m ay be supplem ented with 
additional signatures obtained and filed before the  11th day after the 
date on which the petition is rejected.

(c) A petition th a t is insufficient shall be reject* ->d filed as a 
public record unless it is supplem ented under ib» vhis section. 
W ithin 10 days after a supplem entary 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. P ro te s t. If the m unicipal clerk certifies an in itia­
tive or referendum  petition is insufficient, a  signer of the petition may 
file a protest w ith the mayor w ithin seven days a fte r the certification. 
The m ayor shall present the protest a t the next regu lar m eeting of the 
governing body. The governing body shall h ear and decide the protest. 
(§ 9 ch 74 SLA 1985)

Sec. 29.26.160. N ew  pe titio n . Failure to secure sufficient signa­
tures does not preclude the filing of a new in itia tive  or referendum 
petition. However, a new petition on substan tia lly  the sam e m atter 
may not be filed sooner than  six m onths a fte r  a petition is rejected as 
insufficient. (§ 9 ch 74 SLA 1985)

Sec. 29.26.170. In itia tiv e  e lec tion , (a) U nless substan tia lly  the 
same m easure is adopted, when a petition seeks an  in itia tive  vote the 
clerk shall subm it the m atter to the voters a t  the next regu lar election 
occurring no sooner th an  45 days afte r certification of the petition. If 
no regu lar election occurs w ithin 75 d a /s  afte r the certification of a 
petition, the governing bodv shall hold a special election w ithin 75 
days, bu t not sooner than  45 days after certification.

(b) If the governing body adopts substan tia lly  the sam e measure, 
the petition is void and m atter initiated m ay not be placed before the 
voters.

(cl The ordinance or resolution in itiated  shall be published in full in 
the notice of the  election, bu t may be sum m arized on the ballot to 
indicate clearly the proposal subm itted.

§ 29.26.140 A l a s k a  S t a t u t e s  S u p p l e m e n t  § 29.26.170

- 6 3 -



§ 29.26.180 M u n i c i p a l  G o v e r n m e n t § 29.26.190

(d) If a m ajority 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. R efe ren d u m  e lec tio n , (a) Unless the ordinance or 
resolution is repealed, when a petition seeks a referendum vote the 
clerk shall subm it the m atter to the voters a t the next election 
occurring no sooner than 45 days after certification of the petition. If 
no election occurs w ithin 75 days of certification of a petition, the 
governing body shall hold a special election w ithin 75 days, but not 
sooner than  45 days after certification.

(b) If a petition is certified before the effective date of the m atter 
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 substan tia lly  sim ilar to the suspended measure.

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

(dl If a m ajority vote favors the  repeal of the m atter referred, it is 
repealed. O therw ise, the m atte r referred rem ains 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. E ffect, (a) The effect of an  ordinance or resolution 
may not be modified or negated w ithin two yea j  a fte r its effective 
date if adopted in an  in itiative election or if adopted after a petition 
th a t  contains substan tially  the sam e m easure has been filed.

(b) If an  ordinance or resolution is repealed in a referendum 
election or by the governing body afte r a petition th a t contains 
substan tia lly  the sam e m easure has been filed, substantially  sim ilar 
legislation m ay not be enacted by the governing body for a period of 
two years.

(c) If  an in itia tive  or referendum  m easure fails to receive voter 
approval, a new petition application for substantially  the same 
m easure m ay not be filed sooner than six months afte r the election 
rp'.ults are certified. 9 ch 74 SLA 1985)

- 6 4 -



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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M E M O R A N D U M March 2, 1989

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

TO: Senator A1 Adams
FROM: Tamara Brandt Cook .x

Director U
Division of Legal Services

You have asked whether a municipality has the power to im­
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 its general 
authority to exercise by ordinance any power not prohibited 
by law. (See AS 29.35.200 - 29.35.220) However, it does 
not have specific authority to establish liens for these 
purposes as is 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 inElace for foreclosure of property tax liens is made applica- le tc utility liens under this draft.
TBC:gc:kb 
WKG7/083
Enclosure
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City of Nenana
State of Alaska

February  7 4 ,  7 9 8 9

3 ^ 3

Ollict of (ho City Clark 
8334441 

Incorporoltd Nov.mb.r 17, 197

S enator John B. Coghill 
Alaska State Legis lature  
Pouch V (M S 3100)
Juneau, AK 99877

Dear S enator Coghill, "X \  \  A ,j .
■s. k  \  • » ■ *. ! I r> ..

The City has In tro du ced  ah ord inance w hich c re a te s  a  Hen 
a g a in s t re a l p rop erty  I f  th e  ch arges  fo r  w a te r  and s e w e r  
sen /ices  provided to  th e  property  a re  n o t paid .

^  , v.i * .....  ••••>
The S ta te  suprem e c o u rt has never dec id ed  w h e th e r a hom e  
ru le  m unic ipa lity , such as  Nenana, has th e  au th o rity  to  c re a te  
liens w ith o u t s ta tu to ry  au thority . There Is  no provision in 
Alaska law  w hich sp ec ifica lly  p ro h ib its  Nenana fro m  c re a tin g  
th e se  liens, and under th e  s ta te  c o n s titu tio n  a  hom e ru le  
m unicipa lity  can do anything w hich Is n o t p ro h ib ited  by law .

The le g is la tu re  could easily reso lve th e  q u es tio n  as  to  the  
City's au tho rity  by sim ply making a  sm all change In T itle 29 - 
sp ec ifica lly  2 9 .3 5 .07 0 . To th is  end I w ould su g g est th e  
fo llow ing add ition  to  Section 29.35.070 . Public U tilities : 
(ad d itio n s  underlined, d e le tions  b ra c k e te d ]

a
Sec. 29.35.070. Public U tilit ie s , ( a )  The assem bly  
ac tin g  fo r  th e  a re a  outside a ll c it ie s  In th e  
borough and th e  council cc tin g  fo r  th e  a re a  in a  
city  m ay re g u la te , fix , es tab lish , and change th e  
ra te s  and ch arg es  Im posed fo r  a  u tility  serv ice  
provided to  th e  m unicipa lity  o r Its  In h a b ita n ts  by a  
u tility  th a t  Is  n o t s u b je c t to  re g u la tio n  un der AS 
42.05 un less th a t  u tility  is  exem p* d fro m  
reg u la tio n  un der AS 42.05.777/a/ o. (d ) - (k ) .

( b )  A m unicipality  m ay provide fo r  a  
reaso n ab le  d ep o s it fo r  m e te rs  and serv ice  to  be  
given i f  in te re s t  Is  paid  on th e  d e p o s it.

I c ) Unless th e  u tility  Is  ow ned by th e  
m unicipality , a ll ra te s , ch arg es , and reg u la tio n s  
es tab lis h ed  under th is  se c tio n  shall be e s tab lish e d



S enator John B. Coghill, 2 / 7 4 / 8 9 ,  Page 2

by ordinance and shall be reaso n ab le  and p e rm it a 
fa ir  re tu rn  on Invested  ca p ita l.

I d 1 A m unicipa lity  m ay provide fa r  th e  
cre a tio n , record ing , n o tice , and fo re c lo s u re  o f a 
lien  an re a l p roperty  to  secu re  th e  paym ent o f  
ch arg es  fo r  w a te r , sew er, e le c tr ic , and o th e r  
u tilit ie s  provided t r  the  p rop erty  by the  
m unicipa lity , nnd the  in te re s t, p e n a lties , and  
ad m in is tra tio n  c o s ts  In th e  event o f delinquency.
W hen reco rd ed  th e  u tility  lien  has p rio rity  over a ll 
o th e r liens excep t H I  liens  fo r  property  taxes  and  
sp ec ia l assessm en ts : 121 liens  th a t  w ere  
p e rfe c te d  b e fo re  th e  reco rd ing  o f th e  u tility  lien  
fo r  am ounts actua lly  advanced b e fo re  th e  reco rd ing  
o f th e  u tility  lien: 13 1 m e ch an ic 's  and  
m a te ria lm a n ’s liens fo r  w hich c la im s o f lien  under  
AS 34.35.070 or n o tic e s  o f r ig h t o f lien  un der 4S 
34.35.060 have been reco rd ed  b e fo re  th e  record ing  
o f th e  u tility  lie n ; and /4/ sa les  and use tax liens  
c re a te d  under AS 29.45.650 I e l .

f / d / J  / e J  This s e c tio n  ap p lies  to  hom e ru le  
and g en era l law  m u n ic ip a litie s .

S ubsection [d ]  w hich Is  added above Is  copied  ve rb atim  fro m  
th e  language e n a c te d  by th e  le g is la tu re  la s t sess io n  to  
es ta b lis h  th e  p rio rity  o f liens f a r  de linq uen t s a le s  and use  
taxes . The s ta tu te  w hich w as copied  Is  AS 29.45.650/e/.

Please c a ll should you have any qu estion s , b u t bas ica lly  a ll we 
are  trying to  do h e re  Is  m ake everyone resp ons ib le  fo r  th e ir  
own bills . There a re  always som e u tility  cu s to m e rs  who don’t  
fe e l ob liga ted  to  pay, and th is  e f fo r t  w ould help  in co llec tin g  
p a s t due acco u n ts .

S incerely,

Steve Balnbrldge  
City A dm in is tra to r

cc R e p r e s e n ta t iv e  R ic h a rd  S h u l t 2



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 ia 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/kl



M hP 2 2  ' 8 9  i 3 « 2 0  r « j n t  J l i l .  U T I l I T t  ( 9 0 7 ) U4 3 - 3 C 2 8 e .«

NOME JOINT UTILITY BY9TEM

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? lft 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 ) f iR U 4 1909 AT NOME, ALASKA

a t t e s t /
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NOME JOINT UTILITY SYSTEM

■OX70
N om e, ALASKA 9 0 7 0 2  

(00 7 ) 443 -0208  

T « le fa x  (007) 4 4 3 -3 0 2 8

March 22, 19B9

Senator A1 Adame 
Alaska State Leg i w 1 ature 
J u n o A u , Alaska 
FAX 463-3700

Dear Senator Adamsi

Please find attached a copy of Nome Joint Utility System 
Resolution B9-09, A Resolution Supporting Senate Bill No. 807,  

ct Relating to Liens on Real Property to Secure Payment for 
services Provided by « Utility Owned by a Municipality."

Resolution B9-09 was passed by tne Nome Joint Utility Board on 
March 21, 19B9, to establish a record of the Board's support of
Senate Bill No. 207.

Thank you for your time.

Sincerely,

Joe Murphy, General Manager 
NOME JOINT UTILITY SYSTEM

JM/mt
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ALASKA PUBLIC UTILITIES COMMISSION /
DEPARTMENT OF COMMERCE ANO ECONOMIC DEVELOPMENT /

/

/

P .2

STEVE COWPER, GOVERNOR

420 "L "  STREET 
SUITE 100
ANCHORACt. ALASKA 99501 
(902) 276-6222

ALASKA PUBLIC UTILITIES COMMISSION

COMMENTS ON CSSB 207

April 11, 1989

c s s b 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 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 itB citizens 1b appropriately resolved by the Legislature. 
The Commission would point out, however, that c s s b 207 provides 
municipalities, in 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.

Oê HtLH
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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 if any legislation on this Bubject were limited to the 
problem raised by the City of Nenana involving water and sewer 
servioe,



3 AAC 52.445 A l a s k a  A d m i n i s t r a t i v e  C o d e  3 AAC 52.445

(b) A utility shall inform custom ers applying for levelized billing as 
to how the levelized billing estim ate was developed; how levelized 
billing will impact a custom er’s m onthly u tility  bill; and th a t  the 
u tility  may adjust the custom er’s m onthly levelized bill under (cl of 
this section.

(c) A u tility  shall adjust a custom er's levelized billing annually , or 
more frequently if the u tility ’s estim ate of the custom er’s usage or cost 
varies significantly from the custom er’s actual usage or cost. The u til­
ity or the customer may in itia te  the adjustm ent for causes including 
weather and rate changes.

(d) In the case of an  overcollection determ ined a t the tim e of the 
annual adjustm ent required by (c) of th is section, u term ination of 
service, or a term ination of the levelized billing plan, a u tility  shall 
im m ediately refund or credit the excess paym ent to the custom er ac­
count, as appropriate.

(e) A u tility  may not refuse enrollm ent in levelized billing to a 
custom er whose curren t bill a t  the  tim e of enrollm ent is past due or 
delinquent if  the custom er en ters into a deferred paym ent agreem ent, 
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. D E F E R R E D  PA Y M EN T A G R EE M E N TS, (ai
For a  residential custom er who dem onstrates th a t  economic hardship  
prevents paym ent in full of a delinquent bill, a u tility  may not refuse 
to restore or continue service unless the custom er refuses to agree to 
or comply with a deferred paym ent plan m eeting the requirem ents of 
this section.

(b) A deferred paym ent agreem ent between a  u tility  and a residen­
tial custom er m ust provide th a t service will continue if the custom er 
m eets all of the following conditions:

(1) the customer agrees to pay one-third, or less a t the option of 
the u tility , of the outstanding bill a t the tim e the parties en te r intr. 
the deferred paym ent agreem ent;

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

(3) the customer agrees to pay the rem aining outstanding bal­
ance in installm ents over a period not to exceed 12 months.
(c) The duration of a deferred paym ent agreem ent m ust be a t  leas; 

three m onths unless the custom er agrees to a shorter period.
(d) A utility  may include provisions for deferred paym ent agree­

m ents with non-residential custom ers in its tariff, or may negotiate 
them by special contract.

488
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(e) In determ ining a reasonable deferred paym ent schedule, u u til­
ity and customer shall consider the following conditions, u list of 
which m ust be presented to the  customer:

(1) size of the delinquent account;
(2 ) custom er’s ability  to pay;
(3) customer's paym ent history;
(4) length of tim e the debt has been outstanding;
(5) circumstances th a t resulted in the outstanding debt; and
(6 ) any other relevant factors related to the circumstances of the 

customer.
(f) A deferred paym ent agreem ent m ust be in writing and m ust be 

signed by the custom er und an  authorized utility  representative. A 
deferred paym ent agreem ent may include a finance churge as speci­
fied in the u tility ’s effective tariff, bu t the charge may not exceed th a t 
allowed by AS 45.45.010(a).

(g) A u tility  shall offer comparable term s and conditions to cus­
tom ers with sim ilar paym ent problems.

(h) If a customer fails to fulfill the term s of a deferred payment 
agreem ent, the u tility  may disconnect service under 3 AAC 52.450(d). 
The u tility  may offer a subsequent deferred paym ent agreem ent be­
fore disconnecting the custom er’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. D ISC O N N EC TIO N  O F SE R V IC E , (a) A u tility  
m ay disconnect service to a custom er w ithout advance w ritten notice 
under the following conditions:

(1) an im m ediate hazard exists which th reatens the safety or 
health  of the custom er or the general population or the u tility ’s 
personnel or facilities;

(2 ) the u tility  has evidence of m eter tam pering or fraud by the 
customer; or

(3) a customer has failed to comply with the curtailm ent proce­
dures imposed by a u tility  during emergency supply shortages, 
ib) A utility m ay commence disconnection procedures in accordance

with the notice requirem ents of (c) of this section for any of the follow­
ing reasons:

(1) failure of the  customer to pay for u tility  service w ithin 55 
days alter initial rendering of the bill unless the customer has en­
tered into a deferred paym ent agreement;

(2 ) failure of the custom er to m eet or m aintain  the utility 's de­
posit requirem ents;

(3) knowing and continued failure of the custom er to provide the 
u tility  with reasonable access to its meter, equipm ent, or property;



14) custom er breach of a .special contract between the utility  anil 
custom er lor utility service; or

15) necessity ol the u tility  to comply with an order or regulation 
of any governm ental agency with proper jurisdiction.
tel The following notice requirem ents apply to service disconnec­

tions perm issible under (hi of this section:
( 1> Except as provided in (2 ) of th is subsection and in (d) of this 

section, a u tility  shall, at least 15 days before the  scheduled date of 
disconnection, mail or deliver to the custom er a w ritten notice of its 
in ten t to disconnect service. A copy of the term ination notice must 
he sim ultaneously forwarded to any third party  designated by the 
custom er on a service application. The notice m ust contain, a t a 
m inim um , the following information:

(A) the name and address of the custom er 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 custom er takes appropriate action;

(C) an explanation of the reuson for the proposed disconnection, 
including, if appropriate, a sta tem ent of the am ount of the delin­
quent bill which the custom er has failed to pay in accordance with 
the paym ent policy of the utility;

(D) if disconnection is premised on paym ent delinquency,
(i) a sta tem ent advising the custom er to contact the utility  

for information regarding deferred paym ent and other proce­
dures th a t the u tility  may offer to uvoid disconnection of the 
custom er’s service; and

(ii) a list of any governm ental or social assistance agencies, 
of which the u tility  is aware, th a t may offer energy assistance 
to qualified needy customers;
(E) a specific request th a t if a custom er’s residence is occupied 

by a person seriously ill, elderly, handicapped, or dependent on 
life support systems, the custom er should notify the u tility  imm e­
diately of th a t circumstance for consideration in avoiding discon­
nection;

(F) a sta tem ent advising the custom er th a t  the u tility ’s stated 
reason for the term ination of service may be disputed and poten­
tia lly  resolved by contacting the u tility  a t  a specific address or 
telephone number;

iG) a sta tem ent th a t the u tility  re ta ins the  rig h t to term inate 
service, after allowing a customer who disputes a bill the opportu­
n ity  for a m eeting, if the u tility  continues to find th a t the reason 
for the  disconnection is just;

(H) the telephone num ber and address of the commission and ; 
s ta tem en t th a t the customer may file a com plaint with the com­
mission under 3 AAC 48. 120 or 3 AAC 48.130 if  not satisfied

3 AAC 52. ISO Alaska Ahminiktkativk t'onr. 3 AAC 52 450 3 A/
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with the utility 's response or resolution of a contested bill or tariff 
provision; and

11) the  am ount of the utility 's tariffed charges for disconnection 
and reconnection of service.
<2 ) If a u tility  has been informed th a t n residence ih occupied by a 

person seriously ill, elderly, h a n d ic a p p e d , or dependent on life sup­
port systems, the u tility  shall provide the notice required by (1 ) of 
th is subsection a t least 30 days before the scheduled date of discon­
nection. In uny case in which a u tility  is notified afte r issuance of a 
term ination notice th a t a customer’s residence is occupied by a per­
son seriously ill, elderly, handicapped, or dependent on life support 
system s, the u tility  shall extend the disconnection date by 15 days 
and notify the custom er of the extension.

(3) Not less than  three working days prior to disconnection, the 
u tility  shall attem pt personul contact with the custom er either by 
telephone or by visit of an authorized utility  representative to the 
premises. If by telephone, the utility shall u ttcm pt to m ake contact 
no less th an  three tim es a t various periods in the day. A u tility  shall 
keep records of all attem pted and completed telephone contacts, 
showing a t  least the time, the person m uking the a ttem pt, and the 
outcome. Lf by visit to the premises, the u tility ’s authorized repre­
sen tative shall hand-deliver a "Shut-Off Notice” to the customer or, 
if no personal contact is possible, leave the notice in a prom inent 
place. The "Shut-Off Notice” or completed telephone call m ust pro­
vide the custom er with the following information:

(A) the name and address of the custom er and the service ad­
dress, if  different;

(B) a  concise sta tem ent 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 num ber, after-business-hours 

telephone num ber if applicable, and the address of the u tility  
where the  custom er may pay the delinquent bill, en ter into a 
deferred paym ent agreem ent, or file a bill dispute complaint; and

(E) the  am ount of the charges for disconnection and reconnec­
tion of service.
<4) If a  u tility  knows tha t a landlord/tenant relationship exists, 

the following additional provisions apply:
(A) For individually metered premises where the landlord is 

the custom er and the notice period provided for in ( 1) — (3 ) of this 
subsection has expired, the u tility  shall notify the tenan t in w rit­
ing of the option of subscribing for service in the ten an t’s own 
name. However, the u tility  may not a ttem pt to recover from the 
tenan t or condition service to the ten an t on the paym ent of any 
outstanding bills or other charges due from the outstanding ac­
count of the landlord. If, however, the tenan t has a previously

I
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outstanding balance a t  the sam e service address, the utility  may 
condition service to th a t tenan t on term s acceptable to the u tility  
lor repaym ent of the  outstanding balance plus a deposit in compli­
ance with the u tility ’s turifT. If the tenan t declines to subscribe for 
individual service, or arrange for payment of the delinquency if 
applicable, w ithin 10 days after w ritten notice by the u tility  is 
mailed or delivered to the  tenant, the utility may disconnect ser­
vice w ithout fu rther notice.

(13) For m aster-m etered premises where the lundlord is the cus­
tomer and the notice period provided for in (1) —(3) of th is subsec­
tion has expired, the u tility  shall give individual notice of the 
pending disconnection to each tenan t served through the m aster 
m eter a t least 14 days before disconnection.

(C) If the ten an t is the customer and the notice period provided 
for in (1) — (3) of th is subsection has expired, the u tility  shall 
notify the lundlord in w riting of the option of subscribing for the 
service provided a t  the tenan t’s premises. However, the u tility  
may not a ttem pt to recover from the landlord or condition service 
to the landlord on the paym ent 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 a t  the 
same service address, the  u tility  may condition service to th a t 
landlord on term s acceptable to the u tility  for repaym ent of the 
outstanding balance plus a deposit in compliance w ith the u til­
ity’s tariff. I f  the landlord declines to subscribe for service, or 
arrange for paym ent of the  delinquency if applicable, w ithin 10 
days after w ritten  notice by the u tility  is mailed to the landlord, 
then the  u tility  m ay disconnect service w ithout fu rther notice.

(d) At least th ree working days before disconnection, a  u tility  shall 
give w ritten  or telephone notice of disconnection, in accordance with
(C)(3) of th is  section to a  customer who has failed to comply with a 
deferred paym ent agreem ent.

(e) W ithin 10 days a fte r the  date specified on a "Shut-OfTNotice", a 
u tility  may, w ithout fu rther 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 m ay not be disconnected on a Friday or a day 
preceding a  holiday.

(0 A u tility  m ay not disconnect service to a custom er for any of the 
following reasons:

(1) delinquency in paym ent for services rendered to a prior cus­
tomer a t the  prem ises where service is being provided, except in the 
instance where the prior custom er continues to reside on the prem­
ises;

(2 ) failure of the custom er to pay for services or equipm ent not 
regulated by the commission;
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(3) nonpaym ent of a bill related to ano ther class of service a t  a 
different seivice location;

(4) the customer uisputes the am ount due on the delinquent ac­
count, complies with the  u tility ’s tariffed rules on customer bill 
disputes, and the dispute rem ains under investigation by the u tility  
or by the commission; however, a custom er shall pay any undis­
puted am ount, and the u tility  m ay proceed to disconnect service in 
accordance: w ith this section for failure to pay any undisputed 
amounts; or

(5) the custom er is unable to pay the  full delinquent am ount due, 
qualifies under the u tility ’s tariffed eligibility  requirem ents for de­
ferred paym ent agreem ents, and is in compliance w ith a signed, or 
is in the process of tim ely negotiating a, deferred paym ent agree­
ment.
(g) A u tility  may remove any or all of its property installed on a 

customer’s prem ises upon disconnection of service.
(h) A u tility  shall restore service w ithin th ree working days after 

correction of the conditions th a t resulted in  the  disconnection. Correc­
tion includes execution of a deferred paym ent agreem ent. If service is 
restored during a period o ther th an  regu lar working hours a t the 
customer's request, the u tility  may impose an after-hours charge for 
reconnection.

(i) Each u tility  shall m ain tain  a record of each disconnection of 
service, including the reason for the disconnection. This record m ust 
be m aintained for two years and m ust be available for commission 
inspection. (Eff 1/1/87, Register 100)

M |

Authority: AS 42.05.141 
AS 42.05.151 
AS 42.05.291

3 AAC 52.455. LIN E EX TEN SIO N S AND SE R V IC E  CON­
NECTIO N S. (a) A u tility ’s tariff for line extensions and service con­
nections, or, if  appropriate, special contracts under 3 AAC 48.390, 
m ust include the following:

(1) the am ount of the costs, m axim um  footage, or equipm ent a l­
lowance for a  line extension and a service connection, i.o be provided 
by the u tility  a t no charge; the u tility  m ay specify different allow - 
ances for different customer classes;

(2) a requirem ent, subject to the provisions of (3) and (4) of this 
subsection and to (c> and (d) of th is section, th a t a custom er request­
ing a line extension or service connection m ust pay all costs which 
exceed the am ount for which the u tility  is responsible under (al(l) of 
this section;

(3) a sta tem ent th a t the custom er is not responsible for the cost of 
system upgrade th a t is incidentally the  result of the customer's
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§ 29.35.070 M u n i c i p a l  G o v e r n m e n t § 29.35.210

C hapter 35. Municipal Powers and  Duties.
A rt ic le

I. (iuficrnl Pow ers 29.35.0701 
3 A dditionul Pow ers (4 29.35,210)
8. H azardous ChenucalB, M uterm ls, a n J  W astes (44 29.35.500, 29.35.520, 29.35.530, 

29.35.560, 29.35.590)

A rtic le  1. G en e ra l P o w ers .

S e c t io n
70. Public  u til i tie s

Sec. 29.35.070. P u b lic  u tilities , (a) The assem bly 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  u tility  service provided to the m unicipality or 
its inhab itan ts by a u tility  th a t is not subject to regulation under AS
42.05 unless th a t u tility  is exempted from regulation under AS 
42.05.711(a) or (d) — (k).

(b) A m unicipality may provide for a reasonable deposit for m eters 
and service to be given if in terest is paid on the deposit.

(c) Unless the u tility  is owned by the m unicipality, all rates, 
charges, and regulations established under this section shall be estab­
lished by ordinance and shall be reasonable and perm it a  fair re tu rn  
on invested capital.

(d) This section applies to home rule and general law m unicipali­
ties. (§ 10 ch 74 SLA 1985)

E d i to r ’s n o te s .  — T h is  section  is se t 
o u t to co rrec t nn  e rro r  in  en ac tm en t.

A rtic le  3. A d d itio n a l P o w ers .

S e c tio n
210. Second c lass borough powers

Sec. 29.35.210. S econd  c la ss  b o ro u g h  p o w ers , (a) A second 
class borough may by ordinance exercise the following powers on a 
nonareawide basis:

( 1) provide transportation systems:
1*2 ) regulate the offering for sale, exposure for sale, sale, use, or 

explosion of fireworks:
(3) license, impound, and dispose of anim als:
(4 ) provide garbage, solid waste, and septic w aste collection and 

disposal:
(5) provide a ir  pollution control in accordance w ith AS 46.03.140 — 

46.03.230;
16) provide w ater pollution control:



MOTIONS

H o u s e  CS f o r  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 Chairman:
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.

II. AMENDMENTS

1. Amendments need to b e  adopted

Committee Chairman:
a. We have before us amendments #1 which reads:------ ,

is there a motion?

Member Response
a. I move and ask unanimous consent that amendment #1 be 

adopted.
b. I 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 (lenorn l I‘n with iJ  21)36.070) 
a A d d it io n a l I’owitn i t  2M.36 2101
8, H u /u rd o u s Chem ical*, M aterial* , an d  Wimtc* i l t  20.35.500, 2U 36 520, 2!) 36.630, 

a;) 36,600. 2!) 35.6001

Article I. General Powers.

Section
70, Public  u tilitie s

Sec. 29.35.070. P u b lic  u tilities , (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  m unicipality or 
its inhabitan ts by a u tility  iha t is not subject to regulation under AS
42.05 unless th a t u tility  is exempted from regulation under AS 
42.05.711(a) or (d) — (k>.

(b) A municipality may provide for a reasonable deposit for m eters 
and service to be given if in terest is paid on the deposit.

<c) Unless the u tility  is owned by the m unicipality, all rates, 
charges, ana regulations established under th is  section shall be estab ­
lished by ordinance and shall be reasonable and perm it a fair re tu rn  
on invested capital.

(d) This section applies to home ru le and general law m unicipali­
ties. (§ 10 ch 74 SLA 1985)

E d ito r 's  n o te s . — T h is  section is se t 
ou t to  co rrec t an  e r ro r  in enac tm en t.

A rtic le  3. A d d itio n a l P o w ers .

S e c tio n
210. Second class borough powers

Sec. 29.35.210. S econd  c la ss  b o ro u g h  p o w ers , (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 anim als;
(4 ) provide garbage, solid waste, and septic waste collection and 

disposal;
(5) provide uir pollution control in accordance w ith AS 46.03.140 — 

46.03.230;
(6 ) provide w ater pollution control;



SENATE COMMITTEE REPORT

FIRST COMMITTEE OF REFERRAL

Date of 5-DAY NOTICE ______________
IN ACCORDANCE WITH UNIFORM RULE 23

FURTHER JUD
**FISCAL NOTE(S) MUST BE ATTACHED 
IN ACCORDANCE WITH AS 24.08.035
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[ ] attached amendment(s) and
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[•] do pass 
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BY THE COMMUNITY AND
IN THE SENATE REGIONAL AFFAIRS COMMITTEE

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

IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - 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 is amended by adding a new 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 in the event of delinquency. The lien may be enforced as 
provided in AS 29.45.320 - 29.45.490 for enforcement of a property tax 
lien.

*
O K
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HOUSE COMMITTEE REPo/aT
(5)
Date Roferred: April 13, 1909 FURTHER REFERRA

Date of Committee Action: 4 \ \cfcAft^

The COMMUNITY & REGIONAL AFFAIRS Committee conside

INANCE

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:
] be replaced with ___________
] have attached amendment(s)
J do pass
] do not pass

y O  no recommendation
] individual recommendations
] additional referral to the

[ ] the same title
[ ] a new title

Committee

ADOPTS:
ATTACHES NEW FISCAL NOTE(s):

(Dept)
[ ] fiscal impact____________
[ ] zero fiscal note 
[ ] zero with analysis_

SIGNING DO PASS:

letter of intent
APPROVES PREVIOUS:

[ ] fiscal note(s)

(Date/Dept)

C zero fiscal note(s) fcrrWv
Cow i

[ ] zero fn/analysis

Chairman's Signature
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W hile  Ir. S e u lo n : 
I '.O . Bog V 

Stale Capitol, Room 11 
Juneau, Ala%ka 99HII 
(907) 465-4978/4979 
I AX <907)465-2652

£ U a g f e a  & t a t c  l e g i s l a t u r e

Senator Mike Szymanski

MEMORANDUM

D u rin g  In te rim :
3111 C  Street. Suite 310 

Anchorage, Alaska 99503 
(907)561-7017

105 E. I'arks Highway 
l egislative Inform ation Office 

WujiIIj, 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 is 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.

Senate District E
Mat-Su •  So. Anchorage * B ird/Indian •  Clrdwood •  W hittier •  N ikitki •  Cooper Landing •  Hope •  Seward •  Cordova •  Valdez
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FISCAL NOTE

Title : An A f  t: r e l a t i n g  to  re im b u rse m e n t
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>
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1
i
i
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ANALYSIS : (Attach a separate page if necessary)
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Division: .
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1
1
1

IT:
n .'.1

-  ft 3 -2 6 2 1

j d z m .

U>t-> !
Agency:

Disnibution (by preparer): 
Legislative Finance 
Legislative Sponsor 
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S 7 f V f  COW PER, GOVERNOR

DEPT. 5>F EftVIROM MJE^TAE. CVOWSF.RYATQCM

OFFICE OF THE COMMISSIONER
FO BOX 0, JUNEAU, ALASKA 99811-:i80C (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 
legitimate 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 if 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 in this response. Expenditures will 
be submitted for payment x>y EXXON before state funds are used.

Please let me knew if there Are any additional questions.

Sincerely,

Amy Ey. 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 A ffa irs  CS for SB 256. It is absolutely 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 
W illiam  Sound In th is large-scale cleanup and containment e ffo rt. 
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  
e ffo rt 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 II, 1989

ALASKA CENTER FOR The ENVIRONMENT .  ALASKA CHARTER. SIERRA CLUB • JUNEAU OROUP. SIERRA CLUB * SITKA GROUP. SIERRA CLUB 
KNIK GROUP. SIERRA CLUB • OENAll GROUP SIERRA CLUB • ANCHORAGE AUDUBON SOCIETY « ARCTIC AUDUBON SOCIETY
DENALI CITIZENS COUNCIL • ALASKA FRIENOS OF THE EARTH • JUNEAU AUDUBON SOCIETY • KACMEMAK BAY CONSERVATION SOCIETY 
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Date of Committee Action: 1 ̂  \vVi

The COMMUNITY & REGIONAL AFFAIRS Committee considered: CSSB 268 (FIN)

CS FOR SENATE BILL NO. 268 (Finance)
[MUNICIPAL LIABILITY INSURANCE]

•'An Act relating to jodnt insurance arrangements, municipal financing, and 
the Alaska Municipal Bond Bank Authority; and providing for an effective 
date."

RECOMMENDATIONS:
] be replaced with ___________
] have attached amendment(s)

do pass
] do not pass
] no recommendation
] individual recommendations
] additional referral to the

[ ] the same title 
[ ] a new title

Committee

ADOPTS:
ATTACHES NEW FISCAL NOTE(s):

(Dept)
[ ] fiscal impact_____________
[ ] zero fiscal note__________
[ ] zero with analysis_______

SIGNING DO PASS:

JLetter of intent
APPROVES PREVIOUS:

[ ] fiscal note(s) ____
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(Date/Dept)

[i^] zero fn/analysis

J '
SIGNING:

¥
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STATE OF ALASKA 
1989 LEGISLATIVE SESSION

REQUEST;

BILL VERSION S  SB ( F i n a n c e  )
PUBLISH DATE: 4 / 2 2 / « LJ

FISCAL NOTE

Revision Date: ____________________
Title: An Act relating to municipal

financing and municipal joint arrangements 
Sponsor: Frank, Sturqulewski. et al. Components:
Requester: Senate C&RA___________________  ____________

EXPENDITURES / REVENUES : (Thousands of Dollars)

Agency Affected: Commerce Economic Dev, 
BRU:___Insurance

OPERATING I FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES 1
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING "  0 0 0 o 0 0

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of dollars)

0 0 0 0 0 0

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

POSITIONS:

FULLTIME 0 I 0 I 0 o 0 0
PARTTIME 1 !TEMPORARY 1 l

ANALYSIS: (Attach a separate page if necessary.) Changes in the CS (Fin) have no 
fiscal effect. Thi,s fiscal note 
is appropriate. a!Y>'SFC: 4/22/89

Prepared Py: Joan Brown, Administrative Officer 
Division:  Insurance____________________________

Phone: 465-2515 
Date: 4-11 -89

Approved fcv Commissioner: Larry Merculieff
Agency: Qeoartr.ient of Commerce i EconomiC  Development Date:

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

Phone: 465-2500

page 1 of 1
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  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 insurance arrangement is 
not considered insurance, and is not subject to regulations 
adopted by the director of the division of insurance. Also 
requires each administrator of a joint insurance 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 in­
surance arrangement to contract debt for the purpose of self 
insuring against liability. Provides that the municipality 
or joint insurance arrangement may enter into 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 issued to a corpo­
ration.
Section 6 - Adds a provision that assisting municipalities 
to provide insurance coverage through bonds or other debt 
issued by the Alaska Municipal Bond Bank Authority, is 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 joint insurance 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 in­
surance arrangement.
Section 10 - Effective date.
MF: kb 
wkkA/052



STF.VF. f k  v \k  
di si hi c  t *> 

s r w  \

I 11 \  J mhrrun Kill *13 
Kiifhjiilv \U tk i W ill

II hilt 'ii Juneau 
I’ O Hot %

Juneau. M it.kjIIH II 
l * ) T| 4 M -P M

i  j p i t o l  K m  i l l

A l a s k a  S t a t e  l e g i s l a t u r e

S e n a t e

M EM  HI'R 

h iu n c e  ( •munitiee 

Rciourect Com m iittc  

l.egitlaiite Council 

Special lo m m m e r  on Hanking 

Econom ic I>evelopmeni

v i c e c h a i k

Community Sl Regional 

A lfa in  I'om m u iee

DATE: April 12, 1989

Senator A1 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 is 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, is 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.



AM L TIA
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 insurance 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 insurance 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 increases 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, is 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 in 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 is also self funded. This self 
funding i^ accomplished on a p o l e d  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 is reflected in 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 its cost is 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 is 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 is "hard." The cost of insurance premiums can be 
likened to the cost of debt service on a capital instrument. If 
the cost of debt service is 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 in 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 increase 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

AUTHORIZED
PARTICIPANTS REPRESENTATIVES RISK MANAGERS
Akutan Jacob Slephm, Mayor Erika Tritremmel, Administrator
Angoon Cynthia Paul. City Clerk Cynthia Paul. City Clerk
Qj/row Eben Hopson, Jr., Mayor Eben Hopson, J r . Mayor
Chualhbaluk Terry Hoellerle. City Manager Terry Hoefferle, City Manager
Cordova Jack Farrance, Financa Director Jack Ferrence, Finance Director
Craig Dave Palmar. Administrator Dave Palmer, Administrator
Dillingham Lyle Larson. City Manager Lyle Larson. City Manager
Eagle Jean Boone, City Clark/Treasurer Osct. Ingoid
Elim Luthar Nagaruk, City Clark Luther Nagaruk. City Clerk
Emmonak John Alder, City Manager John Alder, City Manager
Golovin Thomas Punguk, Mayor Thomas Punguk. Mayor
Hooper Bay Susie DeGrace. Administrative Assistant Susia DeGrace
Huslia Elsia Vent. Administrator Elsie Vent, Administrator
King Covo Wayna Marshall, City Manager Wayne Marshall. City Manager
Koilik Peter F. Elachfc, Sr. Peter F. Elachik, Sr,
Kotzebue Allen Jessup. Finance Director Allen Jossup, Finance Director
Mountain Village Joyce A. Brown. City Clerk Robert H. Hall, VPSO
Nenana Stove Bainbndge. City Manage Stove Bainbndge. City Manager
Nikolai Roger Jenkins, City Manager Roger Jenkins. City Manager
Nome Polly Prchal, City Manager Polly Prchal. City Manager
Nunapitchuk Eli J. Wassillie. Administrator Eli J. Wassillie, Administrator
Ouzmkie Debra Garner, City Clerk Debra Garner. City Clerk
Palmer David L  Soulak, City Manager David L Soulak, Cily Manager
Petersburg Patricia Curtiss, Acting City Manager Patricia Curtiss, City Clerk
Port Lions David Wakefield, City Clerk David Wakefield. City Clerk
Qumhagak Larry Strunk, Administrator Larry Stiunk, Adminrstrator
St. Mary's Francis Thompson, Administrator Francis Thompson. Administrator
Sand Point Bob Juettner, Administrator Bob Juettner, Administrator
Seward Max Royle, City Manager Max Royle, City Manager
Shishmarel Morris Klyutelluk. Administrator Morris Klyutelluk, Administrator
Skagway Tom Healy, City Manager Tom Healy, City Manager
Soldotna Richard Underkoller, City Manager Richard Undarkollor, City Manager
Tenakee Springs Janice Eagle, City Clerk Janice Eagle, City Clerk
T.'iorne Bay Ruth Anne Taylor Ruth Anne Taylor
Unalakloet Steve Kniseley, Administrator Sieve Kniseley, Administrator
Wamwnght Frances Hopson, Mayor Frances Hopson, Mayor
Whrtlier Cecil DePedro, Finance Director Cecil DePedro, Finance Director

November 7. 1988
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Aleutians East Borough 
Atka
Atquasuk
Brevig Mission
Haines
Houston
Homer
Koyukuk
Hughes
Kake
Ketchikan Gateway Borough 
Kenai
Kenai 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
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Summary Of Coverages And Limits Of Liability
(AHL-JIA)

FT 1989 Structure

PUBLIC OFFICIALS and 
POLICE PBOFESSIOMAL 

LIABILITY

GEHEBAL C. AUTOMOBILE LIABILITY 
and PBOPEBTT

WORKERS' COUPEHSATIOH t 
EHPLOYER*S LIABILITY

1
i

$1 n u  /
Aggregate 

per /  
P a r t ic ip a n t

- 4 -

($) Deductible Amount 
Varies b /  P a r t ic ip an t

r ■
B s i  m i  /

Aggregate
per

P a r t ic ip a n t

- 4 -

$20,000
Stop-Loaar f *

on SIR
JIA Pooled _  - 4 - e t  $200,000
Ja tan t lo n

<snt)

$6,000 P ar t ic ip an t  
Deductible per Occurrence

Reinsured 
Excess 

layar to  
$30 ti ll .

(Property)

- 1-

Rolnaured 
Exceae 

layer to 
$4 ti ll  

- 1-

Aggragate Loaa 
Fund Protection  
Unllnltad for 

Auto L ia b i l i ty  & 
Property

Reinsured 
Excess Layer 

to $1 n i l  
(Property) 

- 2 -

Relneurad 
Exceae layer 

to $1 m i  
(GL & 1L) 

- 2 -

$260,000 I  Occurrence << 
Pooled Retention (SIR) - 2 -

Gl/Al S. Property 
Individually

General
L ia b i l i ty :

$6 m i
Aggregate

JIA Loaa Fund 
$1,126,000 
(Aggregate)

$6,000 Partic ipan t 
Property Deductible 

(Per Occurrence)

Workers'
Compensation

Statutory
Limits

- 3 -

Eeployar' a 
L ia b i l i ty

$1 n i l
L le lt

$360,000 JIA 
Retention * 

par 
Occurrence

- 3 -

Aggregata 
Loaa Fund 
Protection 
$ 3 m i  

L ic it

3 Tear 
Stop-losa 

i  $2 7 n il

♦
1 Tear 

Stop-loss 
4 $1 126 000

1 - . - 2 - . - 3 - . - 4 -  R e fe re n c e s  S p e c i f i c  To C a r r i e r s
(Refer To Section On 'Reinsurance C Excess Insurance Coverages* For Detail)
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Eric Wohlforth 
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March 24. 1989

The H o n o r a b le  S t e v e  F r a n k  
Member. Houae o f  R e p r e s e n t a t i v e s  
S t a t e  o f  A l a s k a  L e g i s l a t u r e  
P .O .  Box V
J u n e a u .  A l a s k a  99811 

D ear  R e p r e s e n t a t i v e  F r a n k t

1 h a v e  b e e n  a s k e d  by  t h e  A l a s k a  M u n i c i p a l  League t o
g i v e  you my o p i n i o n  a s  t o  t h e  c o n s t i t u t i o n a l i t y  o f  t h e  p r o p o s e d  
d r a f t  l e g i s l a t i v e  b i l l  r e l a t i n g  t o  m u n i c i p a l  i n s u r a n c e  
a r r a n g e m e n t s .  T h i s  l e t t e r  w i l l  r e f e r  t o  t h e  work d r a f t  o f  t h a t  
b i l l  d a t e d  0 2 / 2 0 / 8 9  w i t h  amendments s u g g e s t e d  by  my l e t t e r  o f  
F e b r u a r y  2 8 .  1989 t o  R o b e r t  H e a ly .

I n  my o p i n i o n ,  t h e  d r a f t  l e g i s l a t i v e  b i l l  w i t h  t h e
c h a n g e s  i n d i c a t e d  i n  my l e t t e r  o f  F e b r u a r y  2 8 .  1989 w ou ld  i f  
e n a c t e d  c o n s t i t u t e  a v a l i d  l e g i s l a t i v e  e n a c t m e n t .  F u r t h e r ,  i n  
my o p i n i o n  s u c h  a  l e g i s l a t i v e  b i l l  i f  e n a c t e d  w ou ld  n o t  be  i n  
v i o l a t i o n  o f  any  p r o v i s i o n  o f  t h e  A la s k a  S t a t e  C o n s t i t u t i o n .  
S p e c i f i c a l l y ,  t h e  a p p r e h e n s i o n  t h a t  i n d e b t e d n e s s  m i g h t  be  
a u t h o r i z e d  p u r s u a n t  t o  t h e  l e g i s l a t i v e  e n a c t m e n t  w h ic h  would  
v i o l a t e  t h e  A l a s k a  S t a t e  C o n s t i t u t i o n  d o e s  n o t  make t h e  
e n a c t m e n t  u n c o n s t i t u t i o n a l .  We would  assume t h a t  a c t i o n  be  
t a k e n  p u r s u a n t  t o  t h e  l e g i s l a t i v e  a u t h o r i t y  w h ic h  i s  
c o n s t i t u t i o n a l  a t  t h e  l o c a l  g o v e rn m e n t  l e v e l .  I s u g g e s t e d  t h a t  
t h e  p a r t i c u l a r  means o f  a u t h o r i z i n g  c o n s t i t u t i o n a l l y  p e r m i t t e d  
i n d e b t e d n e s s  b e  s p e c i f i e d  i n  t h e  b i l l  i f  i t  was deemed t o  b e  
t h e  o n l y  means t h a t  was p e r m i t t e d  u n d e r  o u r  C o n s t i t u t i o n .  T h i s  
s u g g e s t i o n  w h ic h  I h a d  h o p e d  would  s a t i s f y  t h e  a p p r e h e n s i o n  on 
t h e  b i l l  d i d  n o t  f i n d  f a v o r .

V ery  t r u l y  y o u r s

E r i c  E. W o h l f o r t h  ^

EEWrdc
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R e p r e s e n t a t i v e  S t a v e  P r a n k  
119 N. Cushman, S u i t e  211 
F a i r b a n k s ,  A l a s k a  99701 
Fax Number 4 5 6 -3 3 4 6

D aar  R a p r a s e n t a t l v a  F r a n k ,

A l a s k a ' s  s m a l l e r  tow n s  and  v i l l a g e s  n e e d  a f f o r d a b l e  
i n s u r a n a e .  The o n l y  way t h e y  a a n  g e t  i t  i s  t h r o u g h  s y s te m s  
l i k e  t h e  n o n p r o f i t ,  M u n i c i p a l  League  J IA ,  c r e a t i n g  t h e i r  own 
i n s u r a n c e  p o o l  a r r a n g e m e n t .  The p o o l  n e e d s  t h e  b& aking  o f  a 
c a p i t a l  r e s e r v e .  1 am p l e a s e d  t o  h e a r  t h a t  you w i l l  bo a 
p r i n c i p a l  b a c k e r  o f  l e g i s l a t i o n  a l l o w i n g  t h e  c r e a t i o n  o f  t h e  
fu n d  t h r o u g h  t h e  Boud Bank.

I h a v e  r e v i e w e d  d r a f t  l e g i s l a t i o n  on  t h i s  s u b j e c t  w h ic h  i s  
b e f o r e  you.  As a n  a t t o r n e y  f o r m e r l y  s p e c i a l i s i n g  i n  bond 
work and now d o v o t i n g  muoh o f  my t i m e  t o  c o n s t i t u t i o n a l  law, 
I b e l i e v e  t h e  p r o p o s e d  l e g i s l a t i o n  i s  c o n s t i t u t i o n a l .

I r e a l i s e  t h a t  an  a t t o r n e y  w i t h  t h e  A t t o r n e y  G e n e r a l s  O f f i c e  
h a s  v o i o e d  c o n c e r n s  on t h i s  s u b j e o t .  To a  d e g r e e ,  I  s h a r e  
h i s  o o n c e r n .  However ,  t h e  d i s t i n c t i o n  m u s t  b e  made b e tw e e n  
" f a c i a l "  c o n s t i t u t i o n a l i t y  a n d  c o n s t i t u t i o n a l i t y  " i n  
e x e c u t i o n " .

T h i s  d i s t i n c t i o n  m i g h t  b e  i l l u s t r a t e d  b e t t e r  by a  b i l l  t o  
a l l o w  h e a l t h  o f f i c i a l s  t o  c o n d u c t  s e a r c h e s .  On i t s  f a c e ,  
s u a h  a  b i l l  i s  n o t  u n c o n s t i t u t i o n a l  t h o u g h  i t  s i g n a l s  many 
c o n s t i t u t i o n a l  i s s u e s .  The a d m i n i s t r a t i v e  p r a c t i c e s  w h ic h  
d e t e r m i n e  when, how, a n d  b y  whom s u c h  s e a r c h e s  a r e  c o n d u c t e d  
may w e l l  be  u n c o n s t i t u t i o n a l  b u t  s u c h  i s s u e s  a r e  n o t  r i p e  
u n t i l  t h e  p l a n  o f  e x e c u t i o n  i s  e s t a b l i s h e d .

T h e r e  a r e  many i s s u e s  t o  b e  a d d r e s s e d  b e y o n d  t h e  l e g i s l a t i o n  
i t s e l f ,  i n  d e t e r m i n i n g  i n  how t h i s  b o n d  f u n d  s h o u l d  b e  
c r e a t e d  and  a d m i n i s t e r e d .  Mr. W o h l f o r t h  a nd  o t h e r  d r a f t s m e n  
o f  t h i s  b i l l  ( w h i c h  i s  s i m i l a r  t o  l e g i s l a t i o n  a d o p t e d  i n  
o t h e r  j u r i s d i c t i o n s  on  t h i s  s u b j e c t  an d  w h ic h  h a v e  s i m i l a r  
c o n s t i t u t i o n a l  r e s t r i c t i o n s )  h a v e  w i s e l y  c h o s e n  i n  t h i s  
d r a f t  t o  l e a v e  o p e n  s p e c i f i c  c h o i c e s  i n  e x e c u t i o n  u n t i l  a  
more d e t a i l e d  e x p l o r a t i o n  o f  i n t e r r e l a t e d  m a r k e t i n g  a.id 
l e g a l  s t r a t e g i e s  i s  u n d e r t a k e n  w i t h  t h i s  l e g i s l a t i o n  i n  
p l a c e .

U n l i k e  some o t h e r  l e g i s l a t i o n s ,  t h i s  s t a t u t e  i s  n e i t h e r  
m a n d a to r y  n o r  a u t o m a t i c  b u t  r e q u i r e s  s p e c i f i c  
i m p l e m e n t a t i o n ,  a l w a y s  u n d e r  t h e  e y e  o f  o a u t i o u s  a t t o r n e y s .
Tn +V,.---------------------------  •» * •
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c o u n s e l  r e q u i r e  t h a t  a  t e a t  o a a e  be  b r o u g h t  t o  t e s t  t h e  
l e g a l i t y  o f  a p a r t i c u l a r  s t r a t e g y .  Some y e a r s  ago I 
r e p r e s e n t e d  t h e  t a x p a y e r s  i n  s u a h  a c a s e  on t h e  e a r t h q u a k e  
m o r tg a g e  r e l i e f  b o n d s ,  w h ia h  p a v e d  t h e  way f o r  t h a t  
s u c c e s s f u l  p ro g r a m .

Thus ,  w h i l e  t h e r e  a r e  many c o n s t i t u t i o n a l  p i t f a l l s  t o  be 
a v o i d e d  i n  e x e c u t i o n ,  t h e  l e g i s l a t i o n ,  aa  now p h r a s e d ,  i s  
n o t  u n c o n a t i t u t i o n a l  on i t a  f a c e  an d  s h o u l d  n o t  be t a b l e d  o r  
o t h e r w i s e  d e f e a t e d  on  c o n s t i t u t i o n a l  g r o u n d s .  I u r g e  t h e  
l e g i s l a t u r e  t o  a d o p t  t h e  b i l l  s o  we c a n  g e t  on w i t h  t h e  
p l a n .

S i n c e r e l y ,

Jo h n  H a v e lo c k

c c :  A l a s k a  M u n i c i p a l  League 
E r i c  W o l f o r t h
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LEGISLATIVE AFFAIRS AG EN CY
M E M O R A N D U M  February 15, 1989

SUBJECT:

TO:

FROM:

Joint insurance arrangements 
(Work Order No. 6-0814)
Senator Steve Frank 
Attn: Paul Pesika
Michael F. Ford ft** 
Legislative Counsel

V

You have asked for our review of legislation to allow munic- 
^alities involved in joint insurance arrangements to fi­
nance debt through the Alaska Municipal Bond Bank. As ex­
plained in this memo, it is our opinion that the legislation 
would violate Article IX, section 9, of the Alaska Constitu­
tion.

Under Article IX, section 9, municipalities are prohibited 
from contracting debt, unless the debt is authorized by the 
governing body for capital improvements and ratified by the 
voters. A "debt" in 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. §§219,220. The proposed legislation would au­
thorize a contractual pledge of money by a municipality 
through a joint insurance arrangement. This pledge of money 
is the type of "debt" that is prohibited by Article IX, sec­
tion 9, unless the debt is for a capital improvement and is 
ratified by the voters. The use of notes, certificates of 
participation, or bonds to establish insurance 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 in Article IX, section 9. 
I do not think that this language will effectly remove the 
constitutional problem. If a court considered this issue,
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it would certainly look at the substance of the pledge. Un­
less the pledge is 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 in 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 is pre­
cisely the kind of future obligation that Article IX, sec­
tion 9 was designed to avoid.
I should also mention that there is an exception to Article 
IX, section 9, contained in Article IX, section 11, But 
this exception does not apply to the suggested legislation 
as I interpret it. 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, it is our opinion that a municipality 
could not finance it's joint insurance arrangement in this 
manner, without serious risk of violating the state consti­
tution. Because bond financing is 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

Hon. Ronald L. Larson 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Re: Debt financing for municipal
joint insurance pool

Dear Representative Larson:

At the request of Jay Hogan of your staff, I have re­
viewed a memorandum dated February 12, 1988 of the Alaska Munici­
pal League relating to "debt financing for municipal liability 
exposures." I 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 is pos­
sible to finance an insurance enterprise through the issuance of 
revenue bonds. Of 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 is 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 insurance from private carriers and we 
all know that they are not charitable institutions. 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 is also possible for municipalites to form 
an entity by cooperative agreement to jointly exercise the im­
plied power to insure 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 if 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 is 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 indebtedness 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 introduction. For example, without the con­
currence of bond counsel, I 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.

JLB/pjg

cc: Michael Ford
Legislative Affairs Agency
Arthur H. Peterson 
Department of Law

Sincerely yours,

BERC SCHAIBLE

James L. Baldwin 
Assistant Attorney General



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


