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[NTRO DUCT IO N
D e c a d e s  o f  n e g l e c t  b y  t h e  f e d e r a l  g o v e r n m e n t ,  r e s o u r c e  

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

l a c k  o f  C J n t r o l  o f  t h e i r  d o s t i n y  i n s t i l l e d  i n  t h e  f i f t y - f i v e  

d r a f t e r s  o f  t h e  A l a s k a  C o n s t i t u t i o n  a  u n i q u e  v i s i o n  o f  w h a t  w o u l d  

b e c o m e  A m e r i c a ' s  4 9 t h  s t a t e .  T h e  o b s e r v a t i o n s  a n d  e x p e r i e n c e s  o f  

t h e  r e s i d e n t s  o f  t h e  t e r r i t o r y  w h o  w e r e  s e l f - r e l i a n t  a n d  

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

c o n s t i t u t i o n .  N o w h e r e  a r e  t h e s e  c o n c e p t s  m o r e  e v i d e n t  t h a n  i n  

A r t i c l e  X  o f  t h e  c o n s t i t u t i o n  w h e r e  t h e  r e l a t i o n s h i p  b e t w e e n  

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

S E C T I O N  1. T h e  p u r p o s e  o f  t h i s  a r t i c l e  i s  t o  p r o v i d a  f o r  

rae,*.ximum l o c a l  s e l f - g o v e r n m e n t  w i t h  a  m i n i m u m  o f  l o c a l  

g o v e r n m e n t  u n i t s ,  a n d  t o  p r e v e n t  d u p l i c a t i o n  o f  t a x - l e v y i n g  

j u r i s d i c t i o n s .  A  l i b e r a l  c o n s t r u c t i o n  s h a l l  b e  g i v e n  t o  t h e  

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

S E C T I O N  3 .  T h e  e n t i r e  S t a t e  s h a l l  b e  d i v i d e d  i n t o  b o r o u g h s ,  

o r g a n i z e d  o r  u n o r g a n i z e d .  T h e y  s h a l l  b e  e s t a b l i s h e d  i n  a 

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

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

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

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

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

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

b y  w h i c h  b o r o u g h s  m a y  b e  o r g a n i z e d ,  i n c o r p o r a t e d ,  m e r g e d ,  

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

b y  l a w .

M u n i c i p a l  G e n e r a l  G r a n t  L a n d  E n t i t l e m e n t s
J a n u a r y  1 9 9 0

T h e  d e l e g a t e s  h a v i n g  b e e n  d e p r i v e d  o f  t h e  r i g h t  o f  s e l f  

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

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

t h r o u g h  t h e  c o n s t i t u t i o n .  B y  o f f e r i n g  i n c e n t i v e s  t o  e n c o u r a g e  

m u n i c i p a l  i n c o r p o r a t i o n s ,  t h e  S t a t e  o f  A l a s k a  f u r t h e r s  t h e  g o a l  

o f  m a x i m u m  l o c a l  s e l f - g o v e r n m e n t  c o n t a i n e d  i n  A r t i c l e  X .

S i n c e  1 9 6 2 ,  o n e  o f  t h e s e  i n c e n t i v e s  h a s  b e e n  r e c e i p t  o f  s t a t e  

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

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

p u r p o s e s .

I n  a d d i t i o n  t o  t h e s e  g e n e r a l  g r a n t  l a n d  e n t i t l e m e n t s ,  

m u n i c i p a l i t i e s  c a n  a c q u i r e  o t h e r w i s e  u n a v a i l a b l e  s t a t e  l a n d  u n d e r  
t h e  p u b l i c  a n d  c h a r i t a b l e  u s e  s t a t u t e  ( A S  3 8 . 0 5 . 8 1 0 ) .  L a n d  

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

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

T i d e  a n d  s u b m e r g e d  l a n d s  a r e  t h e  l a s t  c a t e g o r y  o f  3t a t e  l a n d  m a d e  

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

o f  s t a t e h o o d .  U n d e r  r i g i d  g u i d e l i n e s  e s t a b l i s h e d  i n  t h e  A l a s k a  

L a n d  A c t ,  c i t i e s  c o u l d  a c q u i r e  t i d e l a n d s  a d j a c e n t  t h e i r  

b o u n d a r i e s .  T h i s  p r o v i s i o n  w a s  c o d i f i e d  A S  3 8 . 0 5 . 3 2 0 .

B A C K G R O U N D :  M U N I C I P A L  L A N D  G R A N T S

L e g i s l a t i v e  H i s t o r y

A l a s k a ' s  f i r s t  m u n i c i p a l  l a n d  e n t i t l e m e n t  w a s  c r e a t e d  i n  1 9 6 2  

w h e n  a  n e w  s e c t i o n  w a s  a d d e d  t o  t h e  A l a s k a  L a n d  A c t .  T h i s  

s e c t i o n  s t a t e d :

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

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

e f f e c t i v e  d a c e  o f  t h i s  A c t ,  f o r  a  c o n v e y a n c e  t o  t h e  c i t y  o f  

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

b o u n d a r i e s  o f  t h e  c i t y .  " S u r p l u s  s t a t e  l a n d s ' *  m e a n s  a l l  

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

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

g o v e r n m e n t a l  p u r p o s e s .

T h i s  a c t ,  c o d i f i e d  A S  3 8 . 0 5 . 3 4 7 ,  a l t h o u g h  c o n t a i n i n g  s c a n t  

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

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

t h r o u g h o u t  t h e  s t a t e .  T h i s  l a w  w a s  r e p e a l e d  J u n e  2 1 ,  1 9 7 6 .

I n  1 9 6 3  t h e  s t a t e  l e g i s l a t u r e  e n a c t e d  t h e  " M a n d a t o r y  B o r o u g h  

A c t " .  T h i s  a c t  w a s  u n r e l a t e d  t o  t h e  A l a s k a  L a n d  A c t  b u t ,  l i k e  AS 
3 8 . 0 5 . 3 4 7 ,  c r e a t e d  o p p o r t u n i t i e s  f o r  m u n i c i p a l i t i e s  t o  a c q u i r e  

s t a t e  l a n d  f o r  t h e i r  l o c a l  u s e .  T h e  i n t e n t  o f  t h i s  a c t  ( c h  52, 
S L A  1 9 6 3 )  w a s  " t o  p r o v i d e  m a x i m u m  l o c a l  s e l f - g o v e r n m e n t "  a n d  

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

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

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

e x i s t e d  i n  t h e  l a v ,  s u c h  a s  f i n a l  l o c a t i o n  o f  t h e  m u n i c i p a l  

b o u n d a r i e s .  T h e  a c t ,  a d d i t i o n a l l y ,  p r o v i d e d  i n c e n t i v e s  i n  t h e  

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

U n l i k e  t h e  1 9 6 2  a c t ,  t h e  " M a n d a t o r y  B o r o u g h  A c t " ( c o d i f i e d  A S  

0 7 . 1 0 . 1 5 0 )  p r o v i d e d  a  f o r m u l a  f o r  t h e  a m o u n t  o f  t h e  s t a t e  l a n d  

g r a n t  e n t i t l e m e n t .

T h i s  a c t  p r o v i d e d :

( t h a t )  " a n  o r g a n i z e d  b o r o u g h  m a y  s e l e c t  1 0  p e r  c e n t  o f  t h e  

v a c a n t ,  u n a p p r o p r i a t e d ,  u n r e s e r v e d  s t a t e  l a n d s  l o c a t e d  

w i t h i n  i t s  b o u n d a r i e s  w i t h i n  f i v e  y e a r s  a f t e r  t h e  d a t e  o f
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a v a i l a b i l i t y  o f  s t a t e  l a n d s  i n  t h e  b o r o u g h . "

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

t h e  s e l e c t i o n ,  s u r v e y  a n d  c o n v e y a n c e  o f  t h e s e  e n t i t l e m e n t  l a n d s .

S e v e r a l  c h a n g e s  t o  t h e  l a w  w e r e  e v e n t u a l l y  e n a c t e d .  I n  1 9 7 0  

C h a p t e r  2 1 3 ,  S L A  1 9 7 0  r e m o v e d  t h e  f i v e  y e a r  s e l e c t i o n  d e a d l i n e ,  

a n d  e x t e n d e d  g e n e r a l  g r a n t  l a n d  e n t i t l e m e n t s  t o  f i r s t  a n d  s e c o n d  

c l a s s  c i t i e s  b y  a d d i n g  A S  0 7 . 0 5 . 0 4 0 .  I n  1 9 7 2  A S  0 7 . 1 0  w a s  

r e n u m b e r e d  t o  A S  2 9 . 1 8 .

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

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

a m e n d m e n t  t o  A S  2 9 . 1 8  i n  1 9 7 8 .  S o m e  o f  t h e  m o r e  i m p o r t a n t  

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

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

a d j u d i c a t i o n  a n d  c o n v e y a n c e .  M u n i c i p a l i t i e s  f e l t  t h a t  t h e  

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

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

t h e  c o n v e y a n c e s  w e r e  u n n e c e s s a r i l y  d e l a y e d ./
- S o u t h e a s t  b o r o u g h s  b e l i e v e d  t h a t  g e t t i n g  c o n c u r r e n c e  o f  t h e  

l a n d  t r u s t  b o a r d s  f o r  c o n v e y a n c e  o f  u n i v e r s i t y ,  m e n t a l  

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

p r o c e s s .

- T h e  K o r t h  S l o p e  B o r o u g h  h a d  s e l e c t e d  r e s o u r c e  m a n a g e m e n t  

a n d  i n d u s t r i a l  l a n d s  a t  P r u d o e  B a y  w h i c h  w e r e  r e j e c t e d  i n  t h e  

s t a t e ' s  i n t e r e s t s .

- W h e n  m u n i c i p a l i t i e s  s e l e c t e d  a g r i c u l t u r a l  l a n d s  t h e y  

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

m o r e  v a l u a b l e  f o r  s u b d i v i s i o n s  e n d  o t h e r  u s e s  t h a n  a s

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

a g r i c u l t u r a l  i n t e r e s t .

- M u n i c i p a l  l a n d  s e l e c t i o n s  o c c u r r e d  o n  a n  a d  h o c  b a s i s ,  

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

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

- C o n t e n t i o n  b y  t h e  N o r t h  S l o p e  B o r o u g h  t h a t  t h e y  h a v e  a n  

a b s o l u t e  r i g h t  t o  s e l e c t  1 0  p e r c e n t  o f  t h e  s t a t e  l a n d  w i t !  .in 

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

F e a t u r e s  o f  t h e  n e w  l a w  w e r e :

1) U n i f i e d  h o m e  r u l e  m u n i c i p a l i t i e s  a n d  a l l  b o r o u g h s  w e r e  

g r a n t e d  a c r e a g e  s p e c i f i c  e n t i t l e m e n t s ;

2) " v a c a n t ,  u n a p p r o p r i a t e d ,  u n r e s e r v e d "  ( V U U )  l a n d  w a s  n o w  

s t a t u t o r i l y  d e f i n e d  b a s e d  o n  a  t w o  p a r t  t e s t :  l) t h e  g r a n t  t y p e

M u n i c i p a l  G e n e r a l  G r a n t  L a n d  E n t i t l e m e n t s
J a n u a r y  1 9 9 0
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u n d e r  w h i c h  t h e  3 t a t a  a c q u i r e d  t h e  l a n d  f r o m  t h e  f e d e r a l  

g o v e r n m e n t  a n d  2) t h e  s t a t e '3  l a n d  c l a s s i f i c a t i o n  s y s t e m ;

3) G e n e r a l  g r a n t  l a n d  e n t i t l e m e n t s  w e r e  l i m i t e d  t o  g e n e r a l  

g r a n t  l a n d  t h a t  t h e  3 t a t e  a c q u i r e d  u n d e r  s e c t i o n s  6 ( a )  a n d  6 ( b )  
o f  t h e  S t a t e h o o d  A c t ;

4) E n t i t l e m e n t s  w e r e  f i x e d  a s  o f  J u l y  1, 1 9 7 8 ,  b a s e d  o n  t h e  
s t a t e ' s  V U U  l a n d  b a s e  o n  t h a t  d a t a ;

5) E n t i t l e m e n t s  w e r e  e x t e n d e d  t o  m u n i c i p a l i t i e s  

i n c o r p o r a t e d  a f t e r  J u l y  1, 1 9 7 8 ,  a n d  a  m e t h o d  o f  c o m p u t i n g  t h e s e  

e n t i t l e m e n t s  w a s  e s t a b l i s h e d ;

6) E n t i t l e m e n t s  b e c a m e  v e s t e d  p r o p e r t y  r i g h t s  a n d  c o u l d  b e  

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

s e l e c t  f e d e r a l  l a n d  u n d e r  6 ( a )  o r  6 ( b )  o f  t h e  S t a t e h o o d  A c t  

e x p i r e d ;

7) S e l e c t i o n s  m u s t  b e  a p p r o v e d  o r  d i s a p p r o v e d  w i t h i n  n i n e  

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

t h r e e  m o n t h s  o f  s u r v e y  p l a t  a p p r o v a l ?

8) M u n i c i p a l i t i e s  w i t h  a n  e n t i t l e m e n t  o f  l e s s  t h a n  o n e  a n d  

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

o r  m e n t a l  h e a l t h  t r u s t  l a n d s ;

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

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

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

1 0 )  A u t h o r i t y  f o r  l a n d  e x c h a n g e s  b e t w e e n  m u n i c i p a l i t i e s  a n d  

t h e  s t a t e  w h e n  i n  t h e  p u b l i c  i n t e r e s t  w a s  e s t a b l i s h e d ;

1 1 )  M u n i c i p a l i t i e s  i n  l i t i g a t i o n  w i t h  t h e  s t a t e  o v e r  

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

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

a n d ;

1 2 )  A  c o m p r e h e n s i v e  a n d  d e t a i l e d  d e f i n i t i o n s  s e c t i o n  w a s  

a d d e d .

F o r  t h e  f i r s t  t i m e ,  a  d e t a i l e d  a n d  c l e a r  l a v  e x i s t e d ,  s p e c i f y i n g  

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

e n t i t l e m e n t s  w o u l d  b e  a d m i n i s t e r e d .

I n  1 9 7 9 ,  A S  2 9 . 1 8  w a s  a m e n d e d  s o  t h a t  e n t i t l e m e n t s  c o u l d  n o  

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

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

n o w  m u s t  b e  m a d e  p r i o r  t o  O c t o b e r  1, 1 9 8 0 .

I n  1 9 8 1 ,  t o  e n s u r e  t h a t  a l l  e n t i t l e m e n t s  w e r e  f u l f i l l e d ,  

a m e n d m e n t s  g a v e  m u n i c i p a l i t i e s  9 0  d a y s  t o  r e - s e l e c t  n e w  l a n d  u p o n  

r e j e c t i o n  o f  a  p r e v i o u s  s e l e c t i o n .  T h i s  w a s  n e c e s s a r y  b e c a u s e  i n  

l a w  a  s e l e c t i o n  d e a d l i n e  h a d  b e e n  e s t a b l i s h e d .
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M u n i c i p a l  G e n e r a l  G r a n t  L a n d  E n t i t l e m e n t s
J a n u a r y  19 9 0

I n  1 9 8 5  u n i v e r s i t y  t r u s t  l a n d  w a s  r e m o v e d  f r o m  t h e  g r o u p  o f  l a n d s  

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

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

l i t i g a t i o n  b y  t h e  U n i v e r s i t y  B o a r d  o f  R e g e n t s  a g a i n s t  t h e  s t a t e  

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

I n  1 9 8 5  A S  2 9 . 1 8 . 2 0 1  -  2 9 . 1 8 . 2 0 5  w e r e  r e p e a l e d  e f f e c t i v e  J a n u a r y  

1, 1 9 3 6 .  T h e s e  s e c t i o n s  w e r e  t h e  m a j o r  p r o v i s i o n s  olf t h e  g e n e r a l  

g r a n t  l a n d  e n t i t l e m e n t  l a w .  T h e y  w e r e ,  h o w e v e r ,  r e p l a c e d  w i t h  

t h e  s a m e  p r o v i s i o n s  t h a t  w e r e  r e n u m b e r e d  A S  2 9 . 6 5 . 0 1 0  -  

2 9 . 6 5 . 1 4 0 .

I n  1 9 8 7  t h e  m o s t  r e c e n t  a m e n d m e n t s  t o  t h e  l a w  o c c u r r e d .  T h e  

m a j o r  p r o v i s i o n s  o f  t h e  n e w  l a w  a r e :

1) E x p a n d s  g e n e r a l  g r a n t  e n t i t l e m e n t s  t o  c a p t u r e  a l l  s t a t e  

V U U  l a n d  w i t h i n  t h e  m u n i c i p a l  b o u n d a r i e s  b e t w e e n  S e p t e m b e r  1 6 ,  

1 9 7 0  a n d  J a n u a r y  1 ,  1 9 8 8 ?

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

a f t e r  J u l y  1,  1 9 7 8 ,  o n  t h e  m a x i m u m  a m c u n t  o f  V U U  l a n d  w i t h i n  

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

3) E s t a b l i s h e s  u p p e r  l i m i t  o f  e n t i t l e m e n t s  t o  n e w l y  

i n c o r p o r a t e d  m u n i c i p a l i t i e s  n o t  t o  e x c e e d  2 0  a c r e s  p e r  c a p i t a  

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

i n c o r p o r a t i o n ?

4) E x t e n d s  s e l e c t i o n  d e a d l i n e  o f  b o r o u g h s  a n d  u n i f i e d  h o m e  

r u l e  m u n i c i p a l i t i e s  l i s t e d  i n  A S  2 9 . 6 5 . 0 1 0  t o  O c t o b e r  1, 1 9 9 0 .

5) I n v a l i d a t e s  a l l  s e l e c t i o n s  o f  s c h o o l  o r  m e n t a l  h e a l t h  

t r u s t  l a n d s  o c c u r r i n g  a f t e r  O c t o b e r  4 ,  1 9 8 5  t h e  d a t e  o f  t h e  

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

6) P r o h i b i t s  a  m u n i c i p a l i t y  f r o m  t r a d i n g  e n t i t l e m e n t  l a n d  

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

N a t i o n a l  W i l d l i f e  R e f u g e ;

7) C a t e g o r i z e s  m a t e r i a l  a n d  p u b l i c  r e c r e a t i o n  c l a s s i f i e d  

l a n d  a s  V U U ?

8) C a t e g o r i z e s  r e s o u r c e  m a n a g e m e n t  c l a s s i f i e d  l a n d  a s  V U U  

i f  t h e  c l a s s i f i c a t i o n  o c c u r r e d  o n  o r  a f t e r  S e p t e m b e r  1 ,  1 9 8 3 ;

9)  S p e c i f i e s  t h a t  t h e  n e w  e n t i t l e m e n t  f o r  t h e  N o r t h w e s t  

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

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

a f t e r  t h e  N o r t h w e s t  A r c t i c  B o r o u g h  d e p e n d s  u p o n  t h e  g o v e r n o r ' s  

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

N o r t h w e s t  A r e a  P l a n ,  f o r  a d d i t i o n a l  e n t i t l e m e n t  c o n s i s t e n t  w i t h
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h i s  g e n e r a l  g r a n t  l a n d  e n t i t l e m e n t  p o l i c y .

1 0 ) R e i n s t a t e s  t h e  8 9 , 8 5 0  a c r e  e n t i t l e m e n t  t o  t h e  N o r t h  

S l o p e  B o r o u g h  l o s t  t h r o u g h  l i t i g a t i o n  i n  1 9 7 8 .

A  b r i e f  d i s c u s s i o n  o f  A l a s k a ' s  s t a t e h o o d  l a n d  g r a n t  e n t i t l e m e n t  

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

e n t i t l e m e n t s .  T h e  A l a s k a  S t a t e h o o d  A c t  g r a n t e d  l a n d  e n t i t l e m e n t s  

t o  t h e  s t a t e  u n d e r  s e c t i o n s  6 ( a )  a n d  6 ( b )  t o t a l i n g  1 0 3 , 3 5 0 , 0 0 0  

a c r e s  t o  b e  s e l e c t e d  f r o m  t h e  f e d e r a l  p u b l i c  d o m a i n .  I n  1 9 6 2 ,  

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

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

r e c e i v e d  f r o m  t h e  f e d e r a l  g o v e r n m e n t .  T h e r e  w e r e  l e s s  t h a n  4 0  

m u n i c i p a l i t i e s  i n  t h e  s t a t e  a t  t h a t  t i m e .  U p  u n t i l  t h e  1 9 7 8  l a w ,  

a  m u n i c i p a l i t y  w a s  e n t i t l e d  t o  s e l e c t  1 0 %  o f  t h e  V U U  l a n d  w i t h i n  

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

e n t i t l e m e n t .  T h i s  a p p e a r s  t o  h a v e  b e e n  i n t e n d e d  a s  a n  o n g o i n g  

p r o c e s s  s o  t h a t  a s  t h e  s t a t e  r e c e i v e d  m o r e  o f  i t s  e n t i t l e m e n t ,  

t h e  m u n i c i p a l i t y  c o u l d  c o n t i n u e  t o  s e l e c t  1 0 %  o f  t h a t  w h i c h  w a s  vuu.
T h e  1 9 7 8  l a w ,  f o r  t h e  f i r s t  t i m e  e s t a b l i s h e d  d a t e  c e r t a i n  t i m e  

l i n e s .  T h e  p o o l  o f  l a n d  f r o m  w h i c h  t o  c o m p u t e  t h e  1 0 %  o f  V U U  

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

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

( S e p t e m b e r  1 6 ,  1 9 7 0 ,  o r  d a t e  o f  i n c o r p o r a t i o n  - w h i c h  e v e r  c a m e  

l a t e r )  a n d  J u l y  1, 1 9 7 8 .  T h e  d e a d l i n e  f o r  s e l e c t i o n  w a s ,  

h o w e v e r ,  s e t  t w o  y e a r s  a f t e r  e x p i r a t i o n  o f  t h e  s t a t e ' s  s e l e c t i o n  

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

d e a d l i n e  w a s  2 5  y e a r s  f r o m  s t a t e h o o d  ( 1 9 8 4 ) .  T h e  A l a s k a  N a t i o n a l  

I n t e r e s t  L a n d s  C o n s e r v a t i o n  A c t  ( A N X L C A )  e x t e n d e d  t h i s  b y  t e n  

y e a r s  t o  1 9 9 4 .

I n  1 9 7 8  t h e  s t a t e  h a d  r e c e i v e d  a b o u t  3 5  m i l l i o n  n c r e s  o f  i t s  

e n t i t l e m e n t .  T h e  1 9 7 8  c i t y  c e r t i f i c a t i o n s  r e s u l t e d  i n  a n  

a l l o c a t i o n  o f  7 , 7 2 7  a c r e s  t o  1 9  q u a l i f y i n g  c i t i e s  a n d  8 6 1 , 6 0 8  

a c r e s  t o  1 1  u n i f i e d  h o m e  r u l e  m u n i c i p a l i t i e s  a n d  b o r o u g h s .  A  

t o t a l  o f  8 6 9 , 3 3 5  a c r e s  o f  s t a t e  l a n d  w e r e  g r a n t e d  t o  

m u n i c i p a l i t i e s  u n d e r  t h e  1 9 7 8  l a v .

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

b o r o u g h s  c o n t a i n e d  i n  A S  2 9 . 1 8 . 2 0 1 ,  a s  a m e n d e d  i n  1 9 7 8 ,  d i d  n o t  

a l w a y s  r e p r e s e n t  f u l f i l l a b i l e  e n t i t l e m e n t s .  W h e n  t h e  s t a t e  

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

t h e  A S  2 9 . 1 8  a m e n d m e n t s ,  t h e y  e s t a b l i s h e d  a c r e a g e  e n t i t l e m e n t s  

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

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

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

b o u n d a r i e s .  T h e  M u n i c i p a l i t y  o f  A n c h o r a g e  a n d  t h e  K o d i a k  I s l a n d  

B o r o u g h  h ' d  c o n s i d e r a b l y  l e s s  s t a t e  V U U  l a n d  w i t h i n  t h e i r  

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

T h e  M u n i c i p a l i t y  o f  A n c h o r a g e  r e c e i v e d  $ 4 , 0 0 0 , 0 0 0  a s  d e f i c i e n c y  

p a y m e n t  u n d e r  A S  2 9 . 1 8 . 2 0 8  f o r  4 , 0 0 0  a c r e s  o f  e n t i t l e m e n t  l a n d  

a n d  i n  1 9 8 5  e n t e r e d  i n t o  a n  a g r e e m e n t  w i t h  t h e  s t a t e  t o  z e r o  o u t

6



a  y e t  u n f u l f i l l a b l e  e n t i t l e m e n t  w i t h  4 , 6 2 8  d e s i g n a t e d  a c r e s  o f  

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

a g r e e m e n t ,  2 0 , 6 7 1  a c r e s  o f  l a n d  h a d  b e e n  a p p r o v e d  o r  p a t e n t e d  t o

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

r e c e i v e  u p  t o  1 , 0 0 0  a c r e s  o f  N a t i o n a l  F o r e s t  C o m m u n i t y  G r a n t  l a n d  

a t  G i r d w o o d  i f  l a n d  i s  e v e r  c o n v e y e d  t o  t h e  s t a t e .

T h e  K o d i a k  I s l a n d  B o r o u g h  l i k e w i s e  e n t e r e d  i n t o  a n  a g r e e m e n t  w i t h

t h e  s t a t e  t o  z e r o  o u t  i t s  e n t i t l e m e n t  w i t h  4 8 , 7 0 0  d e s i g n a t e d

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

a g r e e m e n t  t h e  b o r o u g h  w o u l d  r e t u r n  v j  t h e  s t a t e  3 , 0 6 9  a c r a s  o f  

t h e  1 3 , 9 6 0  a c r e s  o f  l a n d  t h a t  h a d  b e e n  p a t e n t e d  o r  a p p r o v e d  f o r  

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

t o  1 7 , 8 0 0  a c r e s  o f  l a n d  u n d e r  s e l e c t i o n  b y  A N C S A  c o r p o r a t i o n s  i f  

t h e  l a n d  w a s  e v e r  a v a i l a b l e  t o  t h e  s t a t e .

T h e  a m o u n t  o f  a d d i t i o n a l  s t a t e  l a n d  g r a n t e d  t o  c i t i * * ’ b y  t h e  1 9 8  7 

a m e n d m e n t s  i s  1 1 , 8 9 2 . 3  a c r e s .  T h e  s t a t e  h a d  a b o u t  a o  m i l l i o n  

a c r e s  o f  i t s  e n t i t l e m e n t  i n  1 9 8 7 .  T h e  m a j o r  a f f e c t  o f  t h e  n e w  

l a w ,  h o w e v e r ,  i s  r e - e s t a b l i s h i n g  a  1 9 7 8 ,  8 9 , 8 5 0  a c r e  e n t i t l e m e n t  

t o  t h e  N o r t h  S l o p e  B o r o u g h  a n d  i n c r e a s i n g  t h e  1 3 , 0 0 0  a c r e  

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

A r c t i c  B o r o u g h  t o  1 3 3 , 9 2 0  a c r e s .  I n  r o u n d  f i g u r e s  a b o u t  2 3 6 , 0 0 0  

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

c i t i e s  u n d e r  t h e  1 9 8 7  l a w .

M u n i c i p a l  G e n e r a l  Grant: L a n d  E n t i t l e m e n t s
J a n u a r y  19 9 0

vuu L a n d  D e f i n i t i o n s  H i s t o r y

B e t w e e n  1 9 6 3  a n d  1 9 7 8 ,  m u n i c i p a l  e n t i t l e m e n t  s e l e c t i o n s  w e r e  

l i m i t e d  t o  " v a c a n t ,  u n a p p r o p r i a t e d ,  u n r e s e r v e d  l a n d " .  I t  

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

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

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

a d j u d i c a t e d .  N e i t h e r  s t a t u t o r y  n o r  p o l i c y  d e f i n i t i o n s  e x i s t e d  

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

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

I n  1 9 7 8 ,  t h a  a m e n d e d  l a w  a d o p t e d  s p e c i f i c  d e f i n i t i o n s  f o r  V U U  

l a n d .

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

1) L a n d  m u s t  b e  S t a t e h o o d  A c t  s e c t i o n  6 ( a )  o r  6 ( b )  l a n d  

t h a t  h a s  b e e n  p a t e n t e d  o r  t e n t a t i v e l y  a p p r o v e d  t o  t h e  s t a t e  a n d  

e x c l u d e s  t h e  m i n e r a l  e s t a t e ;

2)  L a n d  c a n n o t  h a v e  b e e n  s e t  a s i d e  b y  s t a t u t e  f o r  o n e  o r

m o r e  p a r t i c u l a r  u s e s  o r  p u r p o s e s ;

3) L a n d  m u s t  b e  u n c l a s s i f i e d  o r  i f  c l a s s i f i e d  i s  c l a s s i f i e d

a g r i c u l t u r a l ,  g r a z i n g ,  c o m m e r c i a l ,  i n d u s t r i a l ,  p r i v a t e

r e c r e a t i o n a l ,  r e s i d e n t i a l ,  u t i l i t y  o r  o p e n - t o - a n t r y .
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T h e  d e f i n i t i o n  o f  V U U  l a n d  s p e c i f i c a l l y  e x c l u d e d  m i n e r a l s  c i t i n g  

s e c t i o n  6 ( i )  o f  t h e  S t a t e h o o d  A c t .  S e c t i o n  6 ( i) w a s  i n c o r p o r a t e d  
i n t o  t h e  A l a s k a  L a n d  A c t  a s  A S  3 8 . 0 5 . 1 2 5 ,

T h u s ,  " V U U "  w a s  d e f i n e d  c l e a r i n g  t h e  w a y  t o  s e t t l i n g  m a n y  o f  t h e  

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

c l a s s i f i c a t i o n s  t h a t  a r e  d e f i n e d  V U U  a r e  c a t e g o r i e s  w h i c h  t h e  

s t a t e  w a s  a l r e a d y  a l l o w e d  t o  d i s p o s e  o f  b y  l a w .  I n  1 9 8 3  t h e  

s t a t e ' s  l a n d  c l a s s i f i c a t i o n  r e g u l a t i o n s  w e r e  c h a n g e d  s o  t h a t  

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

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

' s e t t l e m e n t '  c l a s s i f i c a t i o n .  T h e  e f f e c t  w a s  t h a t  u n c l a s s i f i e d  

l a n d ,  s e t t l e m e n t  l a n d ,  g r a z i n g  l a n d  a n d  t h e  a g r i c u l t u r a l  i n t e r e s t  

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

f u l f i l l m e n t  o f  e n t i t l e m e n t .

I n  1 9 8 7  t h r e e  a d d i t i o n a l  c a t e g o r i e s  w e r e  a d d e d  t o  t h e  l i s t  o f  V U U  

c l a s s i f i c a t i o n s :  1) m a t e r i a l ;  2) p u b l i c  r e c r e a t i o n ;  3)

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

1 ,  1 9 8 3 .

1 9 7 8  E n t i t l e m e n t  S t a t u s

O n  J u l y  l ,  1 9 7 8 ,  t h < j r e  w e r e  1 3 9  c i t i e s  i n c o r p o r a t e d  u n d e r  s t a t e  

l a w .  C e r t i f i c a t i o n s  o f  e n t i t l e m e n t  u n d e r  c h  1 8 0 ,  S L A  1 9 7 8 ,  

r e s u l t e d  i n  1 9  c i t i e s  r e c e i v i n g  e n t i t l e m e n t s  t o t a l l i n g  7 , 7 2 7  

a c r e s .

I n  1 9 7 8  t h e  l e g i s l a t u r e  r e d e s i g n a t e d  u n i v e r s i t y  a n d  m e n t a l  h e a l t h  

t r u s t  l a n d  s t a t e  g e n e r a l  g r a n t  l a n d  ( C h a p  1 8 2 ,  S L A  1 9 7 8 ) .  B a s e d  

o n  w h a t  t h e y  b e l i e v e d  t o  b e  r e p r e s e n t a t i o n s ,  b y  D N R  t h a t  t h e s e  

l a n d s  w o u l d  n o w  b e ,  n o t  o n l y  g e n e r a l  g r a n t  land,, b u t  a l s o  V U U  

a v a i l a b l e  f o r  e n t i t l e m e n t  c o m p u t a t i o n  a s  w e l l  ail a v a i l a b l e  f o r  

f u l f i l l m e n t  o f  e n t i t l e m e n t .  T h r e e  c i t i e s  i n  S o u t h e a s t  A l a s k a  

c e r t i f i e d  a a‘ " z e r o  e n t i t l e m e n t "  b e l i e v e d  t h a t  t h e  d e p a r t m e n t  

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

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

c e r t i f i c a t i o n  p r o c e s s .  P e t e r s b u r g  f i l e d  s u i t  i n  S t a t e  S u p e r i o r  

C o u r t  ( L J U - 7 8 - 1 1 0 9  c i v )  a n d  K u p r e a n o f  a n d  W r a n g e l l  

a d m i n i s t r a t i v e l y  a p p e a l e d  t h e i r  z e r o  e n t i t l e m e n t ,  c e r t i f i c a t i o n s .  

T h e  s t a t e  r e a c h e d  ar. a g r e e m e n t  w i t h  P e t e r s b u r g  a n d  g r a n t e d  1 0 %  o f  
t h e  m e n t a l  h e a l t h  l a n d s  w i t h i n  t h e i r  b o u n d a r i e s  t o  t h e  c i t y .

T h i s  a m o u n t e d  t o  4 6 1 . 2 7  a c r e s  o f  l a n d .  T h e  c o n v e y a n c e s  w e r e  

u n d e r  t h a  a u t h o r i t y  o f  A S 3 8 . 0 5 . 3 1 5 (a)  [ r e n u m b e r e d  A S  3 8 . 0 5 . 8 1 0 ] .

A s  r e s o l u t i o n  o f  t h e  o t h e r  t w o  a p p e a l s ,  t h e  d e p a r t m e n t  e x t e n d e d  

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

1 8 0 . 8 2  a c r e s  o f  m e n t a l  h e a l t h  l a n d  a n d  W r a n g e l l  r e c e i v e d  3 1 0  

a c r e s  o f  m e n t a l  h e a l t h  l a n d .

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

f r o m  t h e  1 9 7 3  l a w  a r e  i n  p l a c e ,  s o m e w h a t  l e s s  t h a n  h a l f  o f  t h e
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l a n d  h a s  b e e n  p a t e n t e d  t o  t h e m .  T h e  s t a t e  c a n n o t  c o n v e y  l a n d  t o  
a  m u n i c i p a l i t y  u n t i l  t h e  f e d e r a l  g o v e r n m e n t  h a s  p a t e n t e d  t h e  l a n d  
t o  t h e  s t a t e .  H o w e v e r , a l l  1 9 7 8  m u n i c i p a l  s e l e c t i o n s  h a v e ,  w i t h  

f e w  e x c e p t i o n s , b e e n  a p p r o v e d  o r  r e j e c t e d .  W h e n  t h e  s t a t e  

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

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

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

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

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

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

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

M u n i c i p a l  G e n e r a l  G r a n t  L a n d  E n t i t l e m e n t s
J a n u a r y  1 9 9 0

1 9 8 8  E n t i t l e m e n t  C e r t i f i c a t i o n  R e s u l t s

B e t w e e n  t h e  1 9 7 8  r o u n d  o f  c e r t i f i c a t i o n s  a n d  t h e  1 9 8 7  a m e n d m e n t s  

t o  A S  2 9 . 6 5 ,  e i g h t  c i t i e s  i n c o r p o r a t e d  u n d e ' r  s t a t e  l a w .  O n l y  

T h o r n e  B a y  h a d  s t a t e  g e n e r a l  g r a n t  l a n d  w i t h i n  i t s  b o u n d a r i e s

t h a t  w a s  V U U  a n d  i n  1 9 8 2  t h e i r  e n t i t l e m e n t  w a s  e s t a b l i s h e d  a t  6 1 2

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

o f  6 7 5  a c r e s  i n  t h e  1 9 8 8  c e r t i f i c a t i o n .

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

J u l y  1 ,  1 9 7 8 ,  t o  J a n u a r y  1, 1 9 8 8 .  T e n a k e e  S p r i n g s  h a d  e n t e r e d  

i n t o  a n  a g r e e m e n t  i n  1 9 7 7  w i t h  A l a s k a  L u m b e r  a n d  P u l p  C o m p a n y  

( A L & P )  a n d  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s .  T h e  p u r p o s e  o f  

t h e  a g r e e m e n t  w a s  t o  " p e r m i t  t h e  p r o p o s e d  o p e r a t i o n s  [ A L & P  t i m b e r  

c o n t r a c t  w i t h  t h e  U 3 F S  o n  C h i c h a g o f  I s l a n d ]  t o  p r o c e e d  i n  a  

c l i m a t e  o f  c o n s e n s u s  a n d  c o o p e r a t i o n " .  T h e  s t a t e ’s  o b l i g a t i o n  i n  

t h e  a g r e e m e n t  w a s :

" T h e  s t a t e  w i l l  c o n v e y  t o  t h e  C i t y  t i t l e  t o  a n y  s e l e c t e d  

l a n d s  c o n v e y e d  t o  t h e  S t a t e  b y  t h e  B u r e a u  o f  L a n d  

M a n a g e m e n t ,  e x c e p t  t h a t  t h e  S t a t e  m a y  r e t a i n  t i t l e  t o  t h o s e  

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

p u r p o s e s .  T h e  S t a t e  w i l l  c o n v e y  t o  t h e  C i t y  a l l  t i d e l a n d s  

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

d u m p ,  a n d  w i l l  e x p e d i t i o u s l y  c o n s i d e r  t h e  C i t y ' s  a p p l i c a t i o n  

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

a d j a c e n t  t o  a n y  s e l e c t e d  l a n d s  c o n v e y e d  t o  t h e  S t a t e  b y  t h e  

B u r e a u  o f  L a n d  M a n a g e m e n t . "

T h e  s t a t e ' s  p a r t  o f  t h e  a g r e e m e n t  w a s  n o t  c a r r i e d  o u t  a n d  i n  1 9 8 0  

T e n a k e e  S p r i n g s  f i l e d  s u i t  a g a i n s t  t h e  s t a t e  i n  S t a t e  S u p e r i o r  

C o u r t  ( 1 J U - 8 0 - 1 6 6 6 ) . A n  o u t  o f  c o u r t  s e t t l e m e n t  r e s u l t e d  i n  a 

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

c i t y  2 , 9 5 8  a c r e s  a n d  l e a v i n g  i n  s t a t e  o w n e r s h i p  1 , 0 2 7  a c r e s .

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

U n d e r  c h a p  7 3 ,  S L A  1 9 8 4  W h i t t i e r  r e c e i v e d  6 0 0  a c r e s  o f  s t a t e  

g e n e r a l  g r a n t  l a n d  w i t h i n  i t s  b o u n d a r i e s .
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P e l i c a n  s o u g h t  a n d  r e c e i v e d  a  l e g i s l a t i v e  g r a n t  o f  8 . 8 6 3  a c r e s  o f  

s t a t e  l a n d  u n d e r  C h  5 3 ,  S L A  1 9 6 5 .

T h e  a m e n d m e n t s  t o  A S  2 9 . 6 5  i n  1 9 8 7  r e s u l t e d  i n  c e r t i f i c a t i o n s  o f  

n e w  o r  e n h a n c e d  e n t i t l e m e n t s  t o  n i n e  c i t i e s  o f  t h e  1 4 7  c i t i e s  i n  

e x i s t e n c e  o n  J a n u a r y  1, 1 9 8 8 .  K u p r e a n o f ,  P e t e r s b u r g ,  P e l i c a n ,  

T e n a k e e  S p r i n g s ,  W h i t t i e r  a n d  W r a n g e l l  e a c h  had' s t a t e  g e n e r a l  

g r a n t  l a n d  w i t h i n  t h e i r  b o u n d a r i e s  t h a t  w e r e  V U U .  T h e  p r e v i o u s  

a g r e e m e n t s ,  s e t t l e m e n t s  a n d  l e g i s l a t i o n ,  h o w e v e r ,  r e s u l t e d  i n  t h e  

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

K u p r e a n o f , P e t e r s b u r g  a n d  W r a n g e l l  w e r e  d o n e  u n d e r  t h e  a u t h o r i t y

o f  A S  3 8 . 0 5 . 8 1 0  a n d  a s  p r o v i d e d  i n  A S  2 9 . 6 5 ______  i f  a  m u n i c i p a l i t y

w i t h  a n  e n t i t l e m e n t  i s  c o n v e y e d  u n d  u n d e r  . 8 1 0  i t  m a y  b e  c h a r g e d  

a g a i n s t  t h e  e n t i t l e m e n t .  W r a n g e l l  a d m i n i s t r a t i v e l y  a p p e a l e d  t h i s  

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

1 9 7 8  w a s  l e s s  t h a n  1 0 %  o f  t h e  V U U  l a n d  t h a t  w a s  a v a i l a b l e  f o r  t h e  

1 9 8 8  c e r t i f i c a t i o n .  T h e  d i r e c t o r  r e c o n s i d e r e d  t h e  f a c t s  a n d  

a g r e e d  w i t h  t h e  C i t y  o f  W r a n g e l l  t h a t  t h e i r  e n t i t l e m e n t  s h o u l d  b e  

t h e  f u l l  10 p e r c e n t  o f  t h e  vuu l a n d  w i t h i n  t h e  c i t y  b o u n d a r i e s .

B A C K G P O U N D :  T I D E L A N D  C O N V E Y A N C E S  T O  
M U N I C I P A L I T I E S

L e g i s l a t i v e  H i s t o r y

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

c i t i e s  w i t h i n  A l a s k a  h a v e  b e e n  c o n v e y e d  t i d e  a n d  s u b m e r g e d  l a n d .  

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

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

t i d e  a n d  s u b m e r g e d  l a n d  p r i o r  t o  A l a s k a ' s  a d m i s s i o n  i n t o  t h e  

U n i o n .

B y  a c t  o f  C o n g r e s s ,  o n  M a y  1 7 ,  1 8 8 4 ,  A l a s k a  w a s  e s t a b l i s h e d  a s  a  

j u d i c i a l  d i s t r i c t  w i t h  a  g o v e r n o r  a n d  d i s t r i c t  c o u r t  s y s t e m .  T h e  

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

O n  M a y  1 4 ,  1 8 9 8 ,  C o n g r e s s  p a s s e d  a n  a c t  e x t e n d i n g  t h e  h o m e s t e a d  

l a w s  t o  t h e  D i s t r i c t  o f  A l a s k a  a n d  p r o v i d i n g  f o r  r i g h t  o f  w a y  f o r  

r a i l r o a d s  w i t h i n  t h e  d i s t r i c t .  T h e  a c t  d e c l a r e d  t h a t  " a l l  s u c h  

r i g h t s  t o  [ t i d e  l a n d s  a n d  b e d s  o f  a n y  n a v i g a b l e  w a t e r s ]  s h a l l  

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

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

D i s t r i c t  [ A l a s k a ] . "

T h e  O r g a n i c  A c t ,  a p p r o v e d  b y  C o n g r e s s  A u g u s t  2 4 ,  1 9 1 2 ,  c r e a t e d  

t h e  T e r r i t o r y  o f  A l a s k a  a n d  g r a n t e d  t h e  n e w  t e r r i t o r y  l e g i s l a t i v e  

p o w e r s  t h r o u g h  iin e l e c t e d  l e g i s l a t i v e  a s s e m b l y .  T h e  O r g a n i c  A c t  

f u r t h e r  e x t e n d e d  t h e  C o n s t i t u t i o n  o f  t h e  U n i t e d  S t a t e s  a n d  a l l  

l a w s  n o t  l o c a l l y  i n a p p l i c a b l e ,  t o  t h e  T e r r i t o r y  o f  A l a s k a .

T h u s  t e r r i t o r i z i l  t i d e l a n d s  c o n s t i t u t e d  a  f e d e r a l  t r u s t  e a r l y  i n  

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

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

T h e  i m p o r t a n c e  o f  i m p r o v e d  t i d e l a n d s  t o  t h e  v i t a l i t y  o f  t h e  

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

a p p a r e n t .  I t  w a s  a  t e r r i t o r y  w h o s e  e c o n o m y ,  m o b i l i t y  a n d  

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

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

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

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

p r o p e r  a u t h o r i z a t i o n  f o r  u s e .  T h e  n e e d  f o r  t h e s e  a c t i v i t i e s  w a s  

r e a d ? ^ y  r e c o g n i z e d  b y  t h e  f e d e r a l  m a n a g e r s .  H o w e v e r ,  t h e  

m e c h a n i s m  f o r  a u t h o r i z . ; n g  s u c h  u s e  w a s  n o n - e x i s t e n t .

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

o n  S e p t e m b e r  7, 1 9 5 7  ( P . L .  8 5 - 3 0 3 ) ,  t h a t  c o n v e y e d  t i d e l a n d s  

a d j a c e n t  s u r v e y e d  t o w n s i t e s  t o  t h e  t e r r i t o r y .  T h e  c o n v e y a n c e  w a s  

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

t h e  l i n e  o f  m e a n  h i g h  t i d e  a n d  t h e  p i e r h e a d  l i n e .  T h e  p i e r h e a d  

l i n e  w a s  d e f i n e d  a s  a  " l i n e  p a r a l l e l  t o  t h e  e x i s t i n g  l i n e  o f  m e a n  

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

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

s t r u c t u r e s  i n  e x i s t e n c e  a s  o f  F e b r u a r y  1,  1 9 5 7 " .  U n d e r  t h i s  l a w  

a c c e p t a n c e  b y  t h e  S e c r e t a r y  o f  I n t e r i o r  o f  n e w  t o w n s i t e  s u r v e y s  

e f f e c t e d  c o n v e y a n c e s  o f  a t t e n d a n t  t i d e l a n d s  t o  t h e  t e r r i t o r y .

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

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

b u s i n e s s ,  r e s i d e n t i a l  o r  o t h e r  b e n e f i c i a l  p u r p o s e s .  A  t i d e l a n d s  

o c c u p a n t  o r  t h e  o c c u p a n t ' s  s u c c e s s o r  i n  i n t e r e s t  h a d  a  p r e f e r e n c e  

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

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

s c h o o l  d i s t r i c t .  H o w e v e r ,  i f  t h i s  o c c u r r e d ,  t h e  t o w n  o r  s c h o o l  

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

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

T h e  A r m y  C o r p s  o f  E n g i n e e r s  w a s  g i v e n  t h e  a u t h o r i t y  t o  e s t a b l i s h  

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

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

o f  t h e  a c t .  A l a s k a ' s  s t a t e h o o d  i n t e r r u p t e d  t h i s  p r o c e s s  w i t h  t h e  

c o n v e y a n c e  o f  a l l  t i d e  a n d  s u b m e r g e d  l a n d  u n d e r  s e c t i o n  6 ( m )  o f

t h e  s t a t e h o o d  a c t  t o  t h e  n e w  s t a t e .

T h e  A l a s k a  L e g i s l a t u r e  i n c o r p o r a t e d  s p e c i f i c  l a n g u a g e  i n  t h e  

A l a s k a  L a n d  A c t  t o  r e c o g n i z e  a n d  i m p l e m e n t  t h e  p r o v i s i o n s  o f  t h e

S e p t e m b e r  7 ,  1 9 5 7 ,  f e d e r a l  l a w .  T h e  p r o v i s i o n s  w e r e  s o o n

c o d i f i e d  A S  3 8 . 0 5 . 3 2 0 ( b ) .

T h e  A l a s k a  L a n d  A c t  ( c h  1 6 9 , S L A  1 9 5 9 )  s e c t i o n  5 ( c )  e n a b l e d  t h e  

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

Q u a l i f i c a t i o n s  i n  t h e  a c t  w e r e :

M u n i c i p a l  G e n e r a l  G r a n t  .Land E n t i t l e m e n t s
J a n u a r y  1 9 9 0
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1) T h e  c o r p o r a t i o n  m u s t  h a v a  b e a n  i n c o r p o r a t e d  o n  o r  b e f o r e  
J a n u a r y  1 1 9 5 9 ?

2 ) T i d a l a n d s  s u b j e c t  t o  c o n v e y a n c e  l a y  b e t w e e n  t h e  m e a n  

h i g h  t i d e  l i n e  a n d  t h e  p i e r h e a d  l i n e ,  t h e  h a r b o r  l i n e  o r  i n  t h e i r  

a b s e n c e ,  a  l i n e  s u b j e c t  t o  t h e  a p p r o v a l  o f  t h e  d i r e c t o r ?

3) T h e  c o r p o r a t i o n  h a d  t o  p r e p a r e  a  p l a t  o f  t h e  a r e a  

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

t r a c t  t h a t  w a s  o c c u p i e d  o r  d e v e l o p e d  w i t h  t h e  o w n e r  o r  c l a i m a n t  
n o t e d ;  a n d ,

4) T h e  c o r p o r a t i o n  h a d  t o  r e c o g n i z e  p r e f e r e n c e  r i g h t s  f o r  

o c c u p i e d  a n d  d e v e l o p e d  t r a c t s .

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

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

t h e  p r o c e s s .

A n  a m e n d m e n t  t o  A S  3 8 . 0 5 . 3 2 0 ( b )  o c c u r r e d  i n  1 9 6 4  ( c h  8 1 ,  S L A  

1 9 6 4 )  w h e n  " m u n i c i p a l  c o r p o r a t i o n "  w a s  c h a n g e d  t o  " ( h ) o m e  r u l e  

c i t i e s  a n d  c i t i e s  o f  t h e  f i r s t  c l a s s . "  T h e s e  c i t i e s  h a d  t o  h a v e  

b e e n  i n c o r p o r a t e d  o n  o r  b e f o r e  A p r i l  1 ,  1 9 6 4 ,  i n  o r d e r  t o  

q u a l i f y .

A n o t h e r  a m e n d m e n t  t o  A S  3 8 . 0 5 ,  a l t h o u g h  u n r e l a t e d  t o  A S  

3 8 . 0 5 . 3 2 0 ( b ) ,  d i d  p r o v i d e  f o r  a n o t h e r  t y p e  o f  t i d e l a n d s  

c o n v e y a n c e  t o  m u n i c i p a l i t i e s .  C h a p t e r  1 0 8 ,  S L A  1 9 7 4  ( c o d i f i e d  A S  

3 8 . 0 5 . 3 2 3 )  a l l o w e d  h o m e  r u l e  a n d  g e n e r a l  l a w  m u n i c i p a l i t i e s  t o  

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

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

d e v e l o p e d  u n d e r  t h e  t e r m s  o f  P . L .  5 0 7  ( 7 0  S t a t .  1 3 0 )  a n d  i t  w a s  

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

U n d e r  A S  3 8 . 0 5 . 3 2 0 ( b )  2 5 , 2 2 4 . 3  a c r e s  o f  t i d e l a n d s  w e r e  c o n v e y e d  

t o  2 8  c i t i e s  f r o m  B a r r o w  t o  S a x m a n .  A p p a r e n t l y  n o  t i d e l a n d s  h a v e  

b e e n  c o n v e y e d  u n d e r  A S  3 8 . 0 5 . 3 2 3 .

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

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

u n d e r  A S  2 9 . 6 5 :

1) A s p e c i f i e d  s t a t u t o r y  e n t i t l e m e n t  ( A S  2 9 . 6 5 . 0 1 0 )  f o r  

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

2 ) 1 0 %  o f  t h e  m a x i m u m  t o t a l  a c r e a g e  o f  v a c a n t ,  

u n a p p r o p r i a t e d ,  u n r e s e r v e d  ( V U U )  l a n d  w i t h i n  t h e  b o u n d a r i e s  

b e t w e e n  S e p t e m b e r  1 6 ,  1 9 7 0  a n d  J a n u a r y  1, 1 9 8 8  f o r  c i t i e s  

i n c o r p o r a t e d  a s  o f  J u l y  1, 1 9 7 8  ( A S  2 9 . 6 5 . 0 2 0 ) ;  a n d

3) 1 0 %  o f  t h e  m a x i m u m  t o t a l  a c r e a g e  o f  V U U  l a n d  w i t h i n  t h e  

b o u n d a r i e s  b e t w e e n  d a t e  o f  i n c o r p o r a t i o n  a n d  t w o  y e a r s  a f t e r  t h a t
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d a t a  f o r  c i t i e s  i n c o r p o r a t e d  a f t e r  J u l y  1, 1 9 7 8  ( A S  2 9 . 6 5 . 0 3 0 ) .

M u n i c i p a l  G e n e r a l  G r a n t  L a n d  E n t i t l e m e n t s
J a n u a r y  19 9 0

T h e  g o v e r n o r ' s  g e n e r a l  g r a n t  l a n d  e n t i t l e m e n t  p o l i c y  r e q u i r e d  b y  
S e c t i o n  1 1 ,  C h a p t e r ,  3 4  S L A  1 9 8 7  o n l y  a f f e c t s  t h e  N o r t h w e s t  

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

f o r m a t i o n  o f  t h e  N o r t h w e s t  A r c t i c  B o r o u g h  ( i n c o r p o r a t e d  J u n e  2 ,  
1 9 8 6 ) .  T h u s ,  o n l y  g e n e r a l  g r a n t  l a n d  e n t i t l e m e n t s  p u r s u a n t  t o  A S  

2 9 . 6 5 . 0 3 0  f o r  m u n i c i p a l i t i e s  i n c o r p o r a t e d  o n  o r  a f t e r  J u n e  2 ,
1 9 8 6  w i l l  b e  a f f e c t e d  b y  t h i s  p o l i c y  d o c u m e n t .

S e c t i o n  2 c h  3 4  S L A  1 9 8 7  s i g n i f i c a n t l y  a m e n d e d  A S  2 9 . 6 5 . 0 3 0  b y  

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

p o p u l a t i o n  o n  t h e  d a t e  o f  i n c o r p o r a t i o n .  f e » i ■> '

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

o f  o b t a i n i n g  l a r g e  g e n e r a l  g r a n t  l a n d  e a t A t l i i n t a  f r o *  t h e  

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

p r e s e n t l y  i n c o r p o r a t e d ,  n e w l y  i n c o r p o r a t e d  a r e a s  w i l l  g e n e r a l l y  

b e  r u r a l  i n  c h a r a c t e r .  S t a t e  l a n d  w i t h i n  t h e s e  a r e a *  l s - e n v  

n o t  w e l l  s u i t e d  f o r  d e v e l o p m e n t  o r  Q t A e r j p e A o l p n i  f r u r p i m  

c r e a t i n g  l a r g e  e n € £ t l % e e n t s  t o  b e  f u l f i l l e d  f Y o »  t h e  a t * t a p s  

r u r a l  l a n d  b a s e  m a y  n o t  b e  i n  th®  s t a t e ' s  i n t e r e s t s .  »

T h e  p e r  c a p i t a  l i m i t  w a s  e s t a b l i s h e d  a t  2 0  a c r e s  b a s e d  o n  t h e  

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

c r e a t e d  b y  t h e  1 9 7 8  a m e n d m e n t s  t o  t h e  m u n i c i p a l  e n t i t l e m e n t  l a w .  

T h e  M a t a n u s k a - S u s i t n a  B o r o u g h  h a s  a n  e n t i t l e m e n t  o f  3 5 5 , 2 1 0  a c r e s  

w h i c h  i s  a b o u t  2 0  a c r e s  p e r  c a p i t a  b a s e d  o n  t h e  p o p u l a t i o n  o f  t h e  

b o r o u g h  i n  1 9 7 8 .

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

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

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

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

i n d u s t r i a l  u s e ,  t h e  m o s t  r e c e n t  v e r s i o n  o f  t h e  l a w  s h i f t s  t o  

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

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

a v a i l a b l e  t o  m u n i c i p a l i t i e s .

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

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

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

1) S i t i n g  p u b l i c  f a c i l i t i e s / a i d i n g  c o m m u n i t y  e x p a n s i o n ?

2) P r o v i d i n g  a  m e a n s  o f  r e v e n u e  p r o d u c t i o n  t h r o u g h  s a l e s  o r  
l e a s e  w h i c h  a l s o  e x p a n d s  t h e  m u n i c i p a l  t a x  b a s e ;  a n d ;

3) P r o v i d i n g  l o c a l  p u b l i c  r e c r e a t i o n  o p p o r t u n i t i e s .
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T h e  p r o v i s i o n s  o f  A l a s k a  N a t i v e  c l a i m s  S e t t l e m e n t  A c t  ( A N C S A )  

d e f e a t e d  s t a t e ' s  t i t l e  t o  s e l e c t e d  a n d  t e n t a t i v e l y  a p p r o v e d  l a n d  

w i t h i n  t h e  v i c i n i t y  o f  A N C S A  v i l l a g e  c o r p o r a t i o n s . T h i s  r e s u l t s  

i n  e x t r e m e l y  l i m i t e d  o r  t o t a l l y  a b s e n t  s t a t e  l a n d  b a s e s  i n  o r  

n e a r  A N C S A  c i t i e s  ( p o p u l a t i o n  c e n t e r s )  f o r  a  n e w  b o r o u g h  t o  

r e a l i z e  t h e  f i r s t  t w o  p u r p o s e s .  T h e  p r o v i s i o n s  o f  A N C S A  1 4 ( c ) ( 3 )  

d o  h o w e v e r ,  c o m p e n s a t e  f o r  t h i s  s h o r t c o m i n g  b y  r e q u i r i n g  t h a t  a n  

A N C S A  v i l l a g e  c o r p o r a t i o n  c o n v e y  u p  t o  1 , 2 8 0  a c r e s  o f  l a n d  t o  t h e  

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

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

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

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

c o m m u n i t y  n e e d s .

T h e  r e s u l t s  o f  A S  2 9 . 6 5  a n d  A N C S A  m u s t  b e  v i e w e d  t o g e t h e r .  I f  

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

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

u n a v a i l a b l e  u n d e r  A S  2 9 . 6 5  w i l l  m e e t  t h e  n e e d s ,  t h e n  t h e  

m u n i c i p a l i t y  m a y  m a k e  a  w r i t t e n  r e q u e s t ,  i n c l u d i n g  j u s t i f i c a t i o n ,  

t o  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  f o r  t h e  s p e c i f i c  

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

S U M M A R Y

T h e  S t a t e  o f  A l a s k a  i n  f u r t h e r a n c e  o f  t h e  g o a l  o f  m a x i m u m  l o c a l  

g o v e r n m e n t  c o m m i t t e d  i n  1 9 7 8  7 , 7 2 7  a c r e s  o f  s t a t e  l a n d  t o  1 9  

c i t i e s  a n d  a n o t h e r  8 6 1 , 6 0 8  a c r e s  t o  1 1  u n i f i e d  h o m e  r u l e  

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

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

l a n d  b a s e  o f  n e a r l y  8 7 0 , 0 0 0  a c r e s .

N e w  i n c o r p o r a t i o n s  a f t e r  1 9 7 8  r e s u l t e d  i n  a n o t h e r  1 4 , 0 0 0  a c r e s  o f  

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

T h e  1 9 8 7  a m e n d m e n t s  t o  A S  2 9 . 6 5  c r e a t e d  n e w  e n t i t l e m e n t s  f o r  t w o  

c i t i e s  t o t a l l i n g  o v e r  1 , 2 0 0  a c r e s ,  r e e s t a b l i s h e d  a n  8 9 , 8 5 0  a c r e  

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

c i t i e s  a n d  o n e  b o r o u g h  f o r  o v e r  1 3 0 , 0 0 0  n e w  a c r e s .

O v e r  1 , 0 0 0 , 0 0 0  a c r e s  o f  s t a t e  l a n d  h a v e  b e e n  c o m m i t t e d  u n d e r  A S  

2 9 . 6 5  t o  4 1  m u n i c i p a l i t i e s  s t a t e w i d e  f o r  l o c a l  u s e .  T h e  s t a t e  

h a s  p a t e n t e d  n e a r l y  4 3 0 , 0 0 0  a c r e s  o f  u p l a n d s  t o  4 8  m u n i c i p a l i t i e s  

s i n c e  s t a t e h o o d  a n d  2 5 , 0 0 0  a c r e s  o f  t i d e l a n d s  t o  2 8  c i t i e s .

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

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

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

e c o n o m i c  e n v i r o n m e n t .
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M U N I C I P A L  E N T I T L E M E N T  C E R T I F I C A T I O N  S U M M A R Y

City
1978

Entitlement
Other

Entitlement
1988

Entitlement
New Acres Under 
Ch34, SLA 1987Anderson 0.0 0.0 1,182.0 1,182.0

B ethe l 40.0 0.0 0.0

C ordova 235.0 0.0 0.0

D e lta  Junction 400.0 0.0 481.8 31.8

D illin g h am 1.0 0.0 0.0

Fa irb anks 15.0 0.0 0.0

H om er 16.0 0.0 0.0

Hoottah 15.0 0.0 0.0

H ouston 405.0 0.0 0.0 \

K enai 307.0 0.0 0.0

K etch ikan 0.5 0.0 4.0 3.5

K o d ia k 32.0 0.0 0.0

K u p re a n o f 0.0 180.8 0.0

N o rth  P o le 0-5 0.0 0.0

OuzinJde 240.0 0.0 0.0

P e lican 0.0 8.9 0.0

Pete rsbu rg 0.0 461.3 0.0

P o rt A lexand er 0.0 0.0 53.0 53.0

P o rt L io n s 35.0 0.0 0.0

Sew ard 562.0 0.0 565.0 3.0

Skagw ay 500.0 0.0 7,977.0 7,477.0

So ld o tn a 14.0 0.0 0.0

Tenakee Sp rings 0.0 2,958.0 0.0

Thom e B ay 0.0 612.0 675.0 63.0

V aldex 4,105.0 0,0 7,593.0 2,788.0

W h ittie r 0.0 600.0 0.0

W rang e ll 0.0 310.0 551.0 241.0

Yakutat 104.0 0.0 0.0

TOTALS 7,727.0 5,131.0 19,081.8 11,892.3

T A B L E  1



C O N V E Y A N C E  S U M M A R Y :  UNIFIED H O M E  R U L E  MUNICIPALITIES A N D  B O R O U G H S

CONVEYANCES BY AUTHORITY 

City of Bo'otjqn_____________ Incorp .347 A3 07______ A3 29 .810 .320 LoqaUltvo Otfi*rAJauoana Etar Borough O M 7Btiatof Bay Borough Oct-88 2,871.7City A Borough of Junaau Jut-70 3.822.8 11.1 i a . i
jCVVy4 Borough of Shka 0«o-71 18 1.308.3 8.0*4.* 1*4.0 0.8Faitbanka North But Borough Jo#*-M 83,888.8 44.*Hunt a Borough Jut-M 1.0*X* •
Kanai Famnauia Borough Jm-84 7* J0A.8 181.0 117.0Kafch.itan Gateway Borough 3*8-83Kodiak 1 aland Borough 3— O 11.8*4.0 14.3Lalta A Paomauia Borough AfC-AA
Uaunuakn-Suahna Borough 4«MU 40.3 201.82X4 408.3 70.3Municipality of Anchorago 9*8-70 3*1.1 1X88X7 5J*7.1 1J28J 1JM.4Norm Stopa Borough J4A-7SNonhwaat Artde Borough Jun-AA

T O T A L S 392.9 4 a 3 402.133.f 12,618.1 2J7S.9 a 0  1,453.3



t o  r e a t j C ' ^  38.05.290 i s  amended  b y  a d d i n g  a  n ew  e u b a e c t l o n

(b )  C o n s i s t e n t  w i t h  t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e ,  
i n  t h e  s e l e c t i o n  o f  g e n e r a l  g r a n t  l a n d  i t  i s  t h e  p o l i c y  o f  
t h e  s t a t e  t o  make a v a i l a b l e  t h e  max imum l a n d  a r e a  f r o m
90 i s  f u l f i l l  l a n d  e n t i t l e m e n t s  t i n d e r  AS29 . l o . 201 ■ 29 • —8.213.

*  S e c .  5. AS 29.18.190, 29.18.200, a n d  29.18.420 a r e  r e -  p e a l e d .

*  S e c .  6. REPORT. W i t h i n  30 d a y s  a f t e r  t h e  c o n v e n i n g  o f  
e a c h  r e g u l a r  s e s s i o n  o f  t h e  E l e v e n t h  a n d  T w e l f t h  L e g i s l a t u r e s  
a n d  t h e  f i r s t  r e g u l a r  s e s s i o n  o f  t h e  T h i r t e e n t h  L e g i s l a t u r e ,  t h e  
d i r e c t o r  o f  t h e  d i v i s i o n  o f  l a n d s  s h a l l  r e p o r t  t o  t h e  l e g i s l a ­
t u r e  on  t h e  im p l e m e n t a t i o n  o f  AS 29.18.201 - 29.18.213 i n  s e c .  2 o f  t h i s  A c t .

90 ?«S9n i 7l Tl l12 vCt Cakeo e£fe ?C J u ly 1> 1978• excePc th a t AS 1980 e n a c t e d  b y  s e c .  2 o f  t h i s  A c t ,  t a k e s  e f f e c t  J u l y  1,

Chapter 180

-12-

A p p r o v e d  b y  t h e  G o v e r n o r :  J u l y  18, 1978
A c t u a l  E f f e c t i v e  D a t e :  J u l y  1, 1978 ( e x c e p t  AS 29.18.208 ( s e c . 2)
e f f e c t i v e  J u l y  1, 1980)

L A W S  O F  A L A S K A

i m

Source Chapter No.

FCCS SCS CSHB 720 181

A N  ACT

R e l a t i n g  t o  t h e  d i s p o s a l  o f  s t a t e  l a n d ;  a n d  p r o v i d i n g  f o r  an  
e f f e c t i v e  d a t e .

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

*  S e c t i o n  1 . DESIGNATION OF LAND FOR DISPOSAL. ( a )  The 
d i r e c t o r  o f  t h e  d i v i s i o n  o f  l a n d s  i n  t h e  D e p a r tm e n t  o f  N a t u r a l  
R e s o u r c e s  s h a l l ,  n o  l a t e r  t h a n  N o v em be r  1, 1978, d e s i g n a t e  30,000 
a c r e s  o f  s t a t e  l a n d  f o r  d i s p o s a l  u n d e r  t h e  h o m e s i t e  e n t r y  p r o g r a m  
e s t a b l i s h e d  i n  AS 38.08 a n d  t h e  o p e n - t o - e n t r y  p r o g r a m  e s t a b l i s h e d  
i n  AS 38.05.077.

(b )  N o t  l e s s  t h a n  25 p e r  c e n t  o f  t h e  f o r m e r  m e n t a l  h e a l t h  
l a n d  d e s c r i b e d  i n  s e c .  3 (a )  o f  t h i s  A c t  w h i c h  i s  l o c a t e d  w i t h i n  a  
m u n i c i p a l i t y  e n t i t l e d  t o  s e l e c t  l a n d  u n d e r  AS 29.18 c h a l l  b e  
d e s i g n a t e d  f o r  d i s p o s a l  i n  f i s c a l  y e a r  1979 u n d e r  AS 38.04.020 
e n a c t e d  i n  s e c .  5 o f  t h i s  A c t .  A m u n i c i p a l i t y  may s e l e c t  t h a t  
f o rm e r  m e n t a l  h e a l t h  l a n d  t o  s a t i s f y  i t s  e n t i t l e m e n t  u n d e r  AS 
29.18 b u t  t i t l e  t o  t h e  l a n d  may  n o t  b e  t r a n s f e r r e d  t o  t h e  m u n i c i ­
p a l i t y  b y  t h e  d i r e c t o r  u n t i l  t h e  g o v e r n i n g  b o d y  o f  t h e  m u n i c i ­
p a l i t y  c e r t i f i e s  t h a t  d i s p o s a l  p r o g r a m s  w i l l  b e  u n d e r t a k e n  b y  t h e  
m u n i c i p a l i t y  w h i c h  w i l l  m e e t  t h e  n e e d s  o f  p e r s o n s  r e s i d i n g  i n  t h e  
m u n i c i p a l i t y .

*  S e c .  2 . ASSESSMENT OF SUPPLY AND DEMAND OF LAND, (a )  The 
d i r e c t o r  o f  t h e  d i v i s i o n  o f  l a n d s  i n  t h e  D e p a r tm e n t  o f  N a t u r a l  
R e s o u r c e s  s h a l l  a s s e s s  t h e  s u p p l y  a n d  demand  f o r  l a n d  u n d e r  t h e  
h o m e s i t e  e n t r y  p r o g r a m  e s t a b l i s h e d  i n  AS 38.08 a n d  t h e  o p en- to-  
e n t r y  p ro g r am  e s t a b l i s h e d  i n  AS 38.05.077. Th e  a s s e s s m e n t  s h a l l  
b e  b a s e d  on a p p l i c a t i o n s  s u b m i t t e d  b y  p e r s o n s  i n  t h e  s t a t e  who 
a r e  e l i g i b l e  t o  p a r t i c i p a t e  i n  t h o s e  d i s p o s a l  p r o g r a m s .  The 
a p p l i c a t i o n s  s h a l l  b e  made on  f o rm s  s u p p l i e d  b y  t h e  d i v i s i o n  o f  
l a n d s  w h i c h  s h a l l  b e  a v a i l a b l e  t o  t h e  p u b l i c  a t  e a c h  d i s t r i c t  
o f f i c e  o f  t h e  d i v i s i o n  o f  l a n d s  i n  t h e  s t a t e .  Th e  a p p l i c a t i o n s  
s h a l l  c o n t a i n  p r o v i s i o n s  s o  t h a t  e a c h  p e r s o n  may i n d i c a t e  a 
p r e f e r e n c e  f o r  t h e  t y p e  o f  d i s p o s a l  p r o g r a m  t h a t  b e s t  s u i t s  h i s



n e e d s .  To  t h e  e x t e n t  p o s s i b l e ,  t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  
l a n d s  s h a l l  d e t e r m i n e  b y  r e g i o n  o f  t h e  s t a t e  w h i c h  d i s p o s a l  
p r o g r a m  o r  c o m b i n a t i o n  o f  p r o g r a m s  s p e c i f i e d  i n  t h i s  s u b s e c t i o n
I s  s u i t e d  t o  t h e  d i f f e r i n g  n e e d s  o f  e l i g i b l e  p e r s o n s  r e s i d i n g  i n  t h a t  r e g i o n .

( b )  Th e  c l o s i n g  d a t e  f o r  t h e  i n i t i a l  d e t e r m i n a t i o n s  o f  
e l i g i b i l i t y  i s  O c t o b e r  1, 1978. The  d i r e c t o r  o f  t h e  d i v i s i o n  o f  
l a n d s  i n  t h e  D e p a r tm e n t  o f  N a t u r a l  R e s o u r c e s  s h a l l  d e t e r m i n e  t h e  
e l i g i b i l i t y  o f  p e r s o n s  s u b m i t t i n g  a p p l i c a t i o n s  a n d  b e f o r e  
N o v em be r  1, 1978, a d v i s e  t h em  w h e t h e r  t h e y  a r e  e l i g i b l e  t o  p a r t i ­
c i p a t e  I n  d i s p o s a l s  u n d e r  AS 38.08 o r  AS 38.05.077. P e r s o n s  
d e t e r m i n e d  t o  b e  i n e l i g i b l e  s h a l l  b e  a d v i s e d  o f  t h e  r e a s o n  f o r  
t h e i r  d i s q u a l i f i c a t i o n  a n d  " t h e  a c t i o n s  t h e y  may  t a k e  t o  e s t a b l i s h  
e l i g i b i l i t y .  Th»  d i r e c t o r  s h a l l  c o m p i l e  a  m a s t e r  l i s t  o f  a l l  
p e r s o n s  f o u n d  t o  b e  e l i g i b l e  t o  p a r t i c i p a t e  i n  t h e  d i s p o s a l s  
s p e c i f i e d  i n  ( a )  o f  t h i s  s e c t i o n .  Th e  m a s t e r  l i s t  s h a l l  b e  
r e v i s e d  a t  r e g u l a r  i n t e r v a l s  a f t e r  t h e  i n i t i a l  d e t e r m i n a t i o n  
p e r i o d  s o  t h a t  i t  a c c u r a t e l y  r e f l e c t s  t h e  e l i g i b i l i t y  o f  a p p l i ­c a n t s .

( c )  Th e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  l a n d s  s h a l l  p r e s e n t  t o  
t h e  l e g i s l a t u r e  t h e  p l a n  f o r  t h e  d i s p o s a l  o f  l a n d  u n d e r  t h e  
p r o g r a m s  s p e c i f i e d - i n  ( a )  o f  t h i s  s e c t i o n .  Th e  p l a n  s h a l l  b e  
s u b m i t t e d  n o t  l a t e r  t h a n  t h e  15th d a y  o f  t h e  F i r s t  S e s s i o n  o f  t h e  
E l e v e n t h  L e g i s l a t u r e .  T h e  p l a n  s h a l l  s e t  o u t  t h e  l o c a t i o n  o f  t h e  
l a n d  f o r  d i s p o s a l  a n d  t h e  am o u n t  o f  a c r e a g e  t o  b e  i n c l u d e d  i n  e a c h  p r o g r a m .

*  S e c .  3. REDESIGNATION AND DISPOSAL OF MENTAL HEALTH LAND.
( a )  L a n d  g r a n t e d  t o  t h e  s t a t e  u n d e r  t h e  M e n t a l  H e a l t h  E n a b l i n g  
A c t  o f  1956, 70 S t a t .  709, a n d  p a t e n t e d  t o  o r  a p p r o v e d  f o r  p a t e n t  
t o  t h e  s t a t e  o n  J u l y  1, 1978 a n d  l a u d  d e s i g n a t e d  a s  m e n t a l  h e a l t h  
l a n d  w h i c h  w a s  r e c e i v e d  b y  t h e  s t a t e  i n  e x c h a n g e  f o r  l a n d  g r a n t e d  
u n d e r  t h a t  f e d e r a l  l a n d  g r a n t  i s  r e d e s i g n a t e d  a s  g e n e r a l  g r a n t  
l a n d  a n d  s h a l l  L e  m a n a g e d  a n d  d i s p o s e d  o f  b y  t h e  D e p a r tm e n t  o f  
N a t u r a l  R e s o u r c e s  u n d e r  a p p l i c a b l e  p r o v i s i o n s  o f  l a w .

( b )  The  r e d e s i g n a t i o n  o f  m e n t a l  h e a l t h  l a n d  i n  ( a )  o f  t h i s  
s e c t i o n  d o c s  n o t  a f f e c t  t h e  v a l i d i t y  o f  a  d e e d ,  c o n t r a c t  f o r  
s a l e ,  l e a s e ,  e a s e m e n t ,  r i g h t - o f - w a y ,  p e r m i t ,  m i n e r a l  l e a s e  d i s p o ­
s a l ,  o r  a  r e s e r v a t i o n  f o r  p u b l i c  u s e  o f  t h a t  l a n d  b y  s t a t u t e ,  i n  
e f f e c t  b e f o r e  J u l y  1, 1978 o r  l a n d  m anag em en t  a c t i o n s  i n c l u d i n g  
u s e  c l a s s i f i c a t i o n s  u n d e r  AS 38.05.300, a n d  i n t e r a g e n c y  l a n d  
m an a g em en t  a s s i g n m e n t s  o f  t h a t  l a n d  made b y  t h e  D e p a r tm e n t  o f  
N a t u r a l  R e s o u r c e s  b e f o r e  J u l y  1, 1978.

*  S e c .  A .  AS 37 i s  am end e J  b y  a d d i n g  a  n ew  c h a p t e r  t o  r e a d :  

CHAPTER 1A. MENTAL HEALTH FUND.

S e c .  37.1A.010. MENTAL HEALTH FUND ADVISORY BOARD 
CREATED. ( a )  T h e r e  i s  c r e a t e d  i n  t h e  D e p a r tm e n t  o f  
R e v e n u e  t h e  M e n t a l  H e a l t h  F und  A d v i s o r y  B o a r d  com po se d  o f  
Che d i r e c t o r  o f  t h e  d i v i s i o n  o f  m e n t a l  h e a l t h ,  t h e  c h a i r m a n  
o f  t h e  M e n t a l  H e a l t h  A d v i s o r y  C o u n c i l ,  a n d  t h e  c o m m i s s i o n e r  
o f  t h e  D e p a r tm e n t  o f  R e v e n u e .

(b )  T h e  b o a r d  s h a l l  e l e c t  a  c h a i rm a n  f r o m  t h e  m em be r ­
s h i p  o f  t h e  b o a r d .  M embe rs  s e r v e  w i t h o u t  c o m p e n s a t i o n  b u t  
a r e  e n t i t l e d  t o  p e r  d i e m  a n d  t r a v e l  e x p e n s e s  a u t h o r i z e d  b y  l a w  f o r  o t h e r  b o a r d s .

Chapter 181
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S e c .  3 7 .1A.020. POWERS ANr DUTIES OF BOARD. The b o a r d  
h a s  t h e  f o l l o w i n g  p o w e r s  a n d  d u t i e s :

(1) t o  h o l d  r e g u l a r  m e e t i n g s  a n d  s p e c i a l  m e e t i n g s  
c o n s i d e r e d  n e c e s s a r y ;

(2 ) t o  h a v e  p r e p a r e d  a n  a n n u a l  a c c o u n t i n g  o f  t h e  
t o t a l  p r i n c i p a l  a n d  i n c om e  o f  t h e  m e n t a l  h e a l t h  f u n d  e s t a b ­
l i s h e d  i n  s e c .  30 o f  t h i s  c h a p t e r ;

(3) t o  p r e p a r e  l o n g - r a n g e  i n v e s t m e n t  p l a n s  f o r  
t h e  f u n d  e s t a b l i s h e d  i n  s e c .  30 o f  t h i s  c h a p t e r .

S e c .  37.1A.030. MENTAL HEALTH FUND ESTABLISHED, (a )  
T h e r e  i s  e s t a b l i s h e d  a s  a  s e p a r a t e  f u n d  t h e  m e n t a l  h e a l t h  
f u n d .

(b )  T h e  p r i n c i p a l  o f  t h e  f u n d  c o n s i s t s  o f  sum s t r a n s ­
f e r r e d  u n d e r  s e c .  70 o f  t h i s  c h a p t e r .

( c )  T h e  i n c o m e  o f  t h e  f u n d  c o n s i s t s  o f  t h e  i n t e r e s t  
an d  d i v i d e n d s  e a r n e d  f r o m  i n v e s t m e n t s  o f  t h e  fun> l  u n d e r  a e c .  
60 o f  t h i s  c h a p t e r .

S e c .  37 .1A .0A0. DUTIES OF COMMISSIONER OF EEVEHUE.
The  c o m m i s s i o n e r  o f  r e v e n u e  i s  t h e  t r e a s u r e r  o f  t h e  f u n d  a n d  
s h e l l

(1 ) a c t  a s  o f f i c i a l  c u s t o d i a n  o f  t h e  c a s h  a n d  
s e c u r i t i e s  b e l o n g i n g  t o  t h e  f u n d  a n d  p r o v i d e  a d e n  : a t e  s a f e  
d e p o s i t  f a c i l i t i e s  f o r  t h em ;

(2 )  r e c e i v e  c a s h  b e l o n g i n g  t o  t h e  f u n d ;

(3 )  c o l l e c t  t h e  p r i n c i p a l  o n  s e c u r i t i e s  a c q u i r e d  
f o r  t h e  f u n d  a n d  d e p o s i t  i t  i n  t h e  f u n d ;

(A ) c o l l e c t  i n t e r e s t  a n d  d i v i d e n d s  e a r n e d  on 
i n v e s t m e n t s  o f  t h e  f u n d  a n d  c r e d i t  t h e  in c o m e  a c c o u n t  o f  t h e  
f u n d ;

(5 ) i n v e s t  a n d  r e i n v e s t  t h e  p r i n c i p a l  o f  t h e  f u n d  
i n  a c c o r d a n c e  w i t h  s e c .  60 o f  t h i s  c h a p t e r .

S e c .  37.1A.050, FUND U T IL IZA T IO N .  Th e  p r i n c i p a l  o f  
t h e  f u n d  s h a l l  b e  r e t a i n e d  i n  t h e  f u n d  f o r  i n v e s t m e n t  a s  
s p e c i f i e d  i n  s e c .  60 o f  t h i s  c h a p t e r .  T h e  in c o m e  o f  t h e  
f u n d  may n o t  b e  a p p r o p r i a t e d  f o r  a  p u r p o s e  o t h e r  t h a n  t h e  
s u p p o r t  o f  t h e  s t a t e  m e n t a l  h e a l t h  p r o g r a m ,

S e c .  37.1A.060. INVESTMENTS, ( a )  T h e  c o n m i s s l o n e r  o f  
r e v e n u e ,  w i t h  t h e  a p p r o v a l  o f  t h e  b o a r d ,  may i n v e s t  t h e  
o r l n c i p a l  o f  t h e  f u n d  i n  t h e  sam e m a n n e r  s p e c i f i e d  i n  AS 
j 9.35.110 f o r  t h e  I n v e s t m e n t  o f  s u r p l u s  p e n s i o n  f u n d s .

( b )  T h e  c o m m i s s i o n e r  o f  r e v e n u e  may
(1) i n v e s t  a n d  r e i n v e s t  t h e  p r i n c i p a l  o f  t h e

f u n d ;
(2) s e l l ,  e x c h a n g e ,  c o n v e y ,  t r a n s f e r ,  o r  o t h e r ­

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

Chapter 181
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M E M O R A N D U M April 12, 1991

SUBJECT: Municipal land se'ection of former mental health lands
TO: Representative Jerry Mackie, Chair

House Community & RegionaJ^AFfairs Committee 
ATTN: Dave Gray y S

FROM: Jack ChenowetlyV^
Legislative G G m s p

Section 1(b), ch. 181, SLA 1978 provides:
(b) Not less than 25 percent of the former mental health land 

described in sec. 3(a) of this Act which is located within a municipality 
entitled to select land under AS 29.18 shall be designated for disposal 
in fiscal year 1979 under AS 38.04.020 enacted in sec. S  of this Ac!. A  
municipality may select that former mental health land to satisfy its 
entitlement under AS 29.18 but title to the land may not be transferred 
to the municipality by the director [of the division of lands. Department 
of Natural Resources] until the governing body of the municipality 
certifies that disposal programs will be undertaken by the municipality 
which will meet the needs of persons residing in the municipality.

Section 3(a) referred to is, as you know, the bill section that redesignated former 
mental health land as general grant land of the state.
You have asked whether this provision continues to have operative effect.
Though drafted as uncodified law, the provision i. in fact one of continuing duration- 
its effect would end only when the last municipality entitled to make a selection 
under that subsection presented the required certificate of its disposal program. 
Section 1(b) was not repealed by its own terms and has not been repealed since its 
enactment by another Act o f the legislature.
Section 1(b) therefore continues to have operative effect. It is clearly applicable to 
municipalities that had selection rights to exercise under former AS 29.18. It is,



however, applicable, in my judgment only to a very limited body of land, that being 
"former mental health land . . .  located within a municipality entitled to select land 
under AS 29.18 [that was] designated for disposal in fiscal year 1979. . . If that 
land was not so designated, then section 1(b) has nc applicability.
As you can see, the amount of land that this provision would affect is probably 
insignificant. As a practical matter, then, the provision may no longer be applicable.

Representative Jerry Mackie
April 12, 1991
Page 2
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MUNICIPAL CONVEYANCE SUMMARY CHART 
(A l l S ta te Lands)

M u n ic ip a lity /B o ro u g h
T o ta l E n tit le m e n t 

•Acreage
Patented
Acreage

Approved
Acreage

Remaining 
E n t i t l ement

M u n ic ip a li ty  o f Anchorage 44 ,893 .0 17 ,480 .0 3 ,196.1 24 ,221 .9

Kenai Pen insu la Borough 155 ,780 .0 60 ,652 .8 38 ,739 .7 56 ,387 .5

Fairbanks North S ta r Borough 112,000 .0 66 ,624 .8 23 ,947 .3 21 ,427 .9

M atanuska-Susitna Borough 355 ,210 .0 193,452.0 162,250.7 492.7

Haines Borough 2 ,800 .0 780.9 2 ,256 .0 -0 -

S itk a , C ity  and Borough • 10 ,500 .0 6 ,152 .0 9 ,776 .5 -0 -

Ketch ikan Gateway Borough 11 ,593 .0 1 ,855 .8 9 ,546 .4 190.8

Juneau, C ity  and Borough 19,584 .0 2 ,842 .9 19 ,155 .0 -0 -

MUNICIPAL CONVEYANCES SUMMARY REPORT 
MENTAL HEALTH ACREAGE

BOROUGH/
MUNICIPALITY

SELECTED APPROVED PATENTED TOTAL

COPPER Haines • '■*4 O

1
530.35 640.14 1,171.19

RIVER Juneau 111.87 . 3 ,846 .65 1,495.67 5 ,454 .19

MERIDIAN S itk a 0 806.78 513.11 1,319.89

Ketch ikan .20 4 ,440 .06 1,183.44 5,623.67

S ub to ta l - M e rid ia n To ta l 112.77 9 ,623 .84 3,832 .33 13,568.94

BOROUGH/
MUNICIPALITY

SELECTED APPROVED PATENTED TOTAL

SEWARD Mat-Su 1 , .05.00 1,767 .14 5 ,381 .98 8 ,254 .12

MERIDIAN Houston 0 0 87.29 87.29

Kenai 9 ,966 .67 1 ,890.02 3 ,282 .24 15,138.93

Anchorage 1 ,367 .89 0 752.96 2 ,120.85

S ub to ta l - M e rid ia n To ta l 12 ,439 .56 3,657 .16 9 ,504 .47 25,601 .19

FAIRBANKS
BOROUGH/

MUNICIPALITY
SELECTED APPROVED PATENTED TOTAL

MERIDIAN Fai rbanks 0 7 ,126.11 9 ,343 .93 16,470.04

S ub to ta l - M e rid ia n To ta l 0 7,126.11 9 ,343.93 16,470.04

SELECTED APPROVED PATENTED TOTAL

To ta l 12 .552 .33 20,407 .11 22 ,680 .73 55,640.17
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FURTHER REFERRALS: Finance

HB 199The COMMUNITY AND REGIONAL AFFAIRS Committee considered:
HOUSE BILL NO. 199 INVESTMENT POOLS FOR PUBLIC ENTITIES
"An Act relating to investment pools for public entities; and providing for an effective date."

RECOMMENDATIONS: 
be replaced with________

P(] the same title 
-I ] a new title

[ ] have attached amendments(s)
[ ] do pass
[ ] do not pass
[ y 3  no recommendations
[ ] individual recommendations
[ ] additional referral to the____ Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dcpl)
[ ] fiscal impact_____________________________
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[ ] fiscal note(s)_______

(Depl/Dile)
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F e b r u a r y  1991

A l a s k a  Mu nicipal L e a g u e  

Inv es t m e n t  Pool L e g i s l a t i o n  and P r o g r a m  J u s t i f i c a t i o n

The  A l a s k a  M unicipal L e a g u e  (AML) urges t h e  p a s s a g e  o f  l e g i s l a t i o n  to 

a u t h o r i z e  t h e  f o r m a t i o n  of i n v e s t m e n t  pools u n d e r  T i t l e  29. T h e  A M L  w i s h e s  

to f o r m  an i n v e s t m e n t  pool to impr ove  the e f f i c i e n c y  and e f f e c t i v e n e s s  of 

m u n i c i p a l i t i e s  and o t h e r  local p u b l i c  e n t i t i e s  s t a t e w i d e  in th e i n v e s t m e n t  

of  t h e i r  sh ort -t er m,  "idl e,"  p ub l i c  funds. T h e  o b j e c t i v e s  o f  th e p o o l’s 

i n v e s t m e n t s ,  in o r d e r  o f  prior it y,  vill be 1) s e c uri ty , 2) l i q u i d i t y ,  and

3) return . In the a b s e n c e  of an Alask a " j o i n t  p o w e r s  act," t h e  A M L  is 

s e e k i n g  l e g i s l a t i o n  to a u t h o r i z e  a public e n t i t y  o r  a n o n p r o f i t  c o r p o r a t i o n  

to f o r m  and e n t e r  into a g r e e m e n t s  for the p u r p o s e  o f  i n v e s t i n g  funds.

Man y  A M L  m e m b e r  m u n i c i p a l i t i e s  and school d i s t r i c t s  d o  not h ave b a n k s  in 

t h e i r  c o m m u n i t i e s  m u c h  less i n ve st me nt  o p t i o n s .  In c e r t a i n  cases, 

m u n i c i p a l i t i e s  lost funds w h e n  several banks f o l d e d  in the 1 9 8 0’s b e c a u s e  

t h e i r  f unds we r e  not c o l l a t e r a l i z e d .  As f ed er al and st at e f i n an cia l 

a s s i s t a n c e  to m u n i c i p a l i t i e s  hav e declined,, m a k i n g  the m o s t  o f  local funds 

t h r o u g h  in te re st  r e v e n u e s  c o n t i n u e s  to be i m p o r t a n t .

The  A M L  m e m b e r s h i p  o f  o v e r  125 m u n i c i p a l i t i e s  p a s s e d  a r e s o l u t i o n  in 

N o v e m b e r  1989 d i r e c t i n g  th e A M L  Board of D i r e c t o r s  to i n v e s t i g a t e  the 

f e a s i b i l i t y  o f  a m u n i cip al  i n v e s t m e n t  pool. T h e  A M L  f o r m e d  a c o m m i t t e e  of 

m u n i c i p a l  o f f i c i a l s  to i n v e s t i g a t e  the need a n d  f e a s i b i l i t y  o f  a pool. The 

c o m m i t t e e  s u r v e y e d  m u n i c i p a l i t i e s  and school d i s t r i c t s  in J u n e  1990 to 

g a t h e r  i n f o r m a t i o n  on local investment p r a c t i c e s  and i n t e r e s t  in 

p a r t i c i p a t i n g  in a pool. O v e r  50 r esponses w e r e  r e c e i v e d  i n d i c a t i n g :

o Idle funds m a y  be s u f f i c i e n t  to f o r m  a pool 

o A  s i g n i f i c a n t  n u m b e r  of r e s p o n d e n t s  do not ha v e  w r i t t e n

i n v e s t m e n t  po licies 

o Few m u n i c i p a l i t i e s  and school d i s t r i c t s  e m p l o y  i n v e s t m e n t  

p r o f e s s i o n a l s  

o Few do no t c o l l a t e r a l i z e  t heir i n v e s t m e n t s  

o M o s t  r e s p o n d e n t s  invest in a b r o a d  v a r i e t y  o f  i n v e s t m e n t  

i n s t r u m e n t s

o Som e r e s p o n d e n t s  indi ca te d that t h e y  had i n v e s t m e n t s  o f  o v e r  2 

y e a r s  in t erm s wh ic h may  n o t  be p r u d e n t  f o r  t h e s e  pub li c 

funds

o An i n v e s t m e n t  pool w ould b r o a d e n  the  i n v e s t m e n t  o p t i o n s

a v a i l a b l e  to even the m o s t  s o p h i s t i c a t e d ,  i n v e s t o r  

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

o Th e less s o p h i s t i c a t e d  municipalities/schoo'i d i s t r i c t s  w o u l d

b e n e f i t  fr o m  s a f ek eep in g,  y i e l d  o f  a pool, and 

p r o f e s s i o n a l  advica.

ALASKA 
MUNICIPAL 

LEAGUE

Member of the National League of Cities and the National Association of Counties
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T h e  c o m m i t t e e  r e v i e w e d  inves tm ent  po ol s o p e r a t i n g  in 13 states. T h e s e  pools 

are o p e r a t e d  w i t h i n  the state t r e a s u r e r’s o f f i c e  or a i n d e p e n d e n t  n on- p r o f i t  

c o r p o r a t i o n s .  The c o m mi tte e is l e a n i n g  t ow a r d  u si ng  a m o n e y  m a r k e t  fund 

l i m i t e d  to ve r y  s e c u r e  types of i nv estments. T h e  re t u r n  on i n v e st me nts  

w o u l d  be im proved by in creasing vo lu m e  and t e r m  t h r o u g h  p o o l i n g  r a t h e r  than 

on i n c r e a s i n g  risk.

In S e p t e m b e r  1990, the A M L  Board a u t h o r i z e d  the c o m m i t t e e  to p r o c e e d  w ith 

e s t a b l i s h i n g  an i nv es t m e n t  pool by i n t r o d u c i n g  l e g i s l a t i o n  ar.d d i s t r i b u t i n g  

a r e q u e s t  for proposal for a firm(s) to a ss i s t  the A M L  w i t h  m a n a g i n g  pcol 

and i n v e st ing  the funds on be ha l f  o f  e n t i t i e s  who  c h o o s e  to p a r t i c i p a t e  in 

the p o o l .

A r e q u e s t  fo r proposal f r o m  firms w i s h i n g  to bid on p r o vi di ng  

a d m i n i s t r a t i o n ,  custodial and i nv est me nt  s er vic es  has been f i n a l i z e d  and 

will be d i s t r i b u t e d  in March. A M L  is also w o r k i n g  w i t h  a l a w  fi r m  to 

d e v e l o p  the n e c e s s a r y  legal docume nt s. If the l e g i s l a t i o n  p as s e s  this 

s e s s i o n  as planned, it is the intent of the A M L  to e s t a b l i s h  t h e  pool and 

a c c e p t  funds as o f  J u l y  1, 1991.

The  l e g i s l a t i o n  w o u l d  have a zero fiscal n o t e  and w o u l d  not af fe c t  the State 

of  Alaska. F'articipation in the pool by e l i g i b l e  p u b l i c  e n t i t i e s  wo ul d be 

opti on al.  T h e  A M L  Board of Di r e c t o r s  ur ge s the L e g i s l a t u r e  t o  pass the 

i n v e s t m e n t  pool l e g i s l a t i o n  in the First S e ss io n of  the 17th A l a s k a  State 

L e g i s l a t u r e  to e n a b l e  the AML to i m m e d i a t e l y  begin to i m pr ov e th e e f f i c i e n c y  

and e f f e c t i v e n e s s  o f  p ar tic i p a n t s  in the inv e s t m e n t s  o f  t h e i r  p u b l i c  funds.

sab2:investwhy
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W A L T E R  J. HICKEL, G O V E R N O R

W E PT . O F C O M M U N IT Y  &  R E G IO N A L  A F F A IR S

OFFICE OF THE COMMISSIONER
/ □ P.O. BOX B

PHONE: (907) 465-4700
JUNEAU. ALASKA 99B11-2100

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

A p r i l  2 ,  1 9 9 1

P O S IT IO N  PAPER
R E : CS f o r  H o u s e  B i l l  1 9 9

SPONSOR: H o u s e  C o m m u n i t y  and  R e g i o n a l  A f f a i r s  C o m m i t t e e

D e p a r t m e n t a l  P o s i t i o n :  S u p p o r t

P r o g r a m  E f f e c t s

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

T h i s  c o n c e p t  w o u ld  p r o v i d e  a much n e e d e d  t o o l  f o r  p u b l i c  
e n t i t i e s  t o  u s e  i n  m a x im i z i n g  a v a i l a b l e  r e v e n u e s  t o  o f f s e t  t h e  
c o s t  o f  s e r v i c e s  p r o v i d e d  w i t h i n  t h e i r  b o u n d a r i e s .  I n  t h e s e  
t im e s  o f  d e c l i n i n g  s t a t e  r e v e n u e s ,  i t  i s  e x t r e m e l y  i m p o r t a n t  
t h a t  we f o c u s  o n  d i s c o v e r i n g  new s o u r c e s  o f  r e v e n u e s  f o r  l o c a l  
j u r i s d i c t i o n s ,  and  m e t h o d s  w h e r e b y  e x i s t i n g  f i s c a l  a c t i v i t i e s  
a t  t h e  l o c a l  l e v e l  c a n  b e  e n h a n c e d  t o  m a x im i z e  t h e i r  
e f f i c i e n c y .  C o m m i t t e e  S u b s t i t u t e  f o r  H o u s e  E i l l  1 9 9  d i r e c t l y  
a d d r e s s e s  t h a t  c o n c e p t ,  a nd  t h e  D e p a r tm e n t  s t r o n g l y  s u p p o r t s  
i t s  p a s s a g e .

C om m ents

E d g a r  B l a t c h f o r d ,  C o m m i s s i o n e r

21-P1LH



S T A T E  O F  A L A S K A  

OFFICE O F  T H E  G O V E R N O R

B I L L  A N A L Y S I S
DEPARTMENT DIVISION 8IU.IIUMEER 8PONSOB
R ev en ue T r e a s u r y HB 199 H ou se  C o m m u n i t y  & Regional A f f

SHORT TITLE OP B1U
In ve s t m a n t  Po o I b  f o r  P u b l i c  E n t i t i e s

DEPARTMENT POSITION
S e e  amendments p r o p o s e d .

W c "
PREPARED BY

•Brian C. Andrews

DATS
4 / 2 / 9 1

DATE

S U M P A A R Y
OTHER AQENOIES APPE0TI9 *Y 8 ILL

N o n e  known

COHJTITUEWT QROUPTO AFFECTED BY SILL

• • *
%*

OROANIZATIONAk SUPPORT FOB BILL

Municip al it ies  a n d  o t h e r  p u b l i c  entitaa.

OROANIIATIONAL OPPOSITION TO TILL

None k n o w n

FISCAL IMPACT: □ NONE E X  FISCAL NOTE ATTACHED .

1ACKORCUNOILEQI8LATIVE INTENT

To allow for t h e  c r e a t i o n  o f  a n o n p r o f i t  corporation f o r  t h e  p u r p o s e  o f  e s t a b l i s h i n g  and 

oper at ing  an i n v e s t m e n t  p o o l  o f  s e c u r i t i e s  for public e n t i t i e s .

ANALY8I* OF BIIUPRQORAM SFFECTO

T h r o u g h  a c o o p e r a t i v e  effort, p u b l i c  en ti ti es would e s t a b l i s h  a p r i v a t i z e d  m o n e y  market 

m u t u a l  fund w h i c h  m a y  p r o v i d e  f o r  i n c r e a s e d  investment r e t u r n s  end  l o w e r  i n v e s t m e n t  risk.' •

/

AMENDMENT! HtOPOSlO

P l e a s e  see a t t a c h e d .

01009 (Bay. 11/tt)

PLEAU ATTACH A MP ABATE INERT POA ADOdKNAL COMMENT! OP AMALYM.



STATE OF ALASKA 
OFFICE OF THE GOVERNOR 

B I L L  A N A L Y S I S

HB 199

Amendments proposed:
Section 37.25.050 (b) of CS SB 182 and HB 199 should be modified to include within the 
definition of "public entity" the State of Alaska as well as a subdivision of the State, 
including a municipality, school district, regional educational attendance area or service area 
within the unorganized borough; or an organization composed of public entities. The 
expanded definitions would allow the General Investment Fund of the State to be a participant 
in the investment pool.
The Department of Revenue believes that the formation of an investment pool for money 
market securities within the Division of Treasury would offer the following benefits.

1. Use of Treasury’s expertise in investment and cash management matters.
2. Treasury’s existing arrangements for custodial services can accommodate a participant 

investment pool.
3. Treasury has already established cash concentration procedures within banks located in 

Alaska which could be used by public entities to transfer funds to the investment pool.
4. Use of Treasury’s existing ACH electronic funds transfer capabilities which 

accommodates movement of deposits and withdrawals to and from the bank accounts of 
the participants.

5. Inclusion of the General Investment Fund as a participant would assure the investment 
pool’s objectives of enhanced yields, liquidity and preservation and safety of capital.

6. Probcble overall lower cost benefits to all participants.
Treasury would anticipate the following annual costs if it was charged with the responsibility 
of establishing and managing an investment pool of an assumed size of $500 million.
Personal: 1 FTP cash management position $ 50,000

1/2 FTP Investment officer 40,000
1 FTP Accountant 50,000

. Contractual: Custodial fees (S> 5 bps1 250,000
External audit 25,009

’"bps", or "basis points", is the standard of measurements of less than one per cent. One 
bps equals one percent of one percent.

Page 2 of 3



Equipment/Communications, computer supplies 
software and equipment enhancements 75.000
TOTAL $490.000

$490,000 represents a cost of 0.00098 (9.8 bps) of the $500 million pool total. For example, 
an 8.0 per cent gross investment return will net to 7.9 per cent after Treasury’s total expenses. 
The only variable cost is custodial fees which would increase slightly by additional asset 
amounts to the investment pool. Because of scales of economy, the impact of Treasury’s 
expenses on gross earnings would be reduced further by investment pools greater than $500 
million.

Page 3 of 3
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R E C E IV E D

L o c a l  G o v e r n m e n t  I n v e s t m e n t  P o o l s
By Girard M iller a ‘id David Maynard

E d ito r 's  N o te : The re ce n t w id e ly  p u b l i ­
c ize d  co llapse  o f  th e  State o f  West 
V irg in ia  s L G  IP  a n d  ensu ing  questions  
ra ised  by readers has p ro m p te d  the  
fo llo w in g  a rt ic le .
Loca l governments are a ma jo r source  
of cap ita l to the money markets. P ub l ic  
cash managers earn a t trac t ive  market 
rates o f  re turn by invest ing the ir sho r t­
term funds . W hen  interest rates are 
re la t ive ly  high, as they are now, a 
commun ity 's  cash managemen t and 
investment program is an importan t 
con t r ib u to r  to lo ca l revenues.

M ost lo ca l governments invest a 
segment o f  the ir  short-term funds

L G  I P s  a r e  n o w  o p e r a t i n g  

i n  2 6  s t a t e s  a n d  u s u a l l y  

o f f e r  t h e  b e n e f i t s  o f  d a i l y  

l i q u i d i  m o n e y  m a r k e t  

r a t e s  o f  r e t u r n  a n d  p o r t f o ­

l i o  d i v e r s i f i c a t i o n .

d ire c t ly  in government secu r i t ie s , bank 
CD s and o ther money market in s t ru ­
ments. Local o f f ic ia ls  a lso have learned 
to take advan tage o f the l iq u id i ty  and 
se rv ice s offered by the ir  state's local 
government in vestment pool I LG I Pi. 
LG IPs are now opera t ing  in 26 states

and u sua l ly  o f fe r the benef i t s  o f d a i ly  
l iq u id i ty , money m arke t rates o f re tu rn 
and portfo l io  d ivers if ica t ion . Genera l ly , 
pools operate like SEC-registered money 
market mutua l funds. They  combine the 
cash o f lo ca l gove rnmen ts to invest in a 
d iv e r s i f ie d  portfo l io  o f  money marke t 
se cu r i t ie s  w ith  earn ings paid to p a r t ic i ­
pants in proportion to the ir total invest­
ment . No t a l l poo ls are a l ike , however.

Types o f  L G  IPs
W hen  measu red  in terms o f  asset 

s ize and pa r t ic ip a t ion , the largest lo ca l 
government investment pools are those 
overseen by state  treasu rers o r o th e r  
state a dm in is t ra t ive  boards . Presently . 
22 states sponsor and operate an invest­
ment pool for the bene f i t  o f  the ir  lo ca l 
governments . In some state  pools , 
lo ca l fund s  are com m ing le d  w ith  the

/\DP Q H ;QP'' 
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state ’s l i q u id  assets. In  others a 
com p le te ly  separate fund  for lo ca l it ie s 
is m a in ta ined .

G enera l ly . LG IP  investment and 
recordkeep ing func t ions are performed 
by state o f f ic ia ls ,  a lthough  several 
s tates have con trac ted  w ith private 
f i rm s for in ve s tm en t and adm in is tra ­
tive se rv ice s . In  some states , an a d v i ­
sory board o f local government offic ia ls 
provides consu lta t ion  and input regard­
ing LG IP  po lic ie s  and pract ices .

In  a dd i t io n  to the state-sponsored 
pools , lo ca l governments in a few 
states have jo in t ly  organ ized and oper­
ate LG IP s  pursuan t to " jo in t powers” 
o r " in te rgovernmen ta l coopera t ion” 
agreements . Typ ica l ly , these non-state- 
sponsored in te rgovernmenta l pools are 
operated by a priva te  money manage- 

Continued on next page

T r e a s u r y  F i n a l i z e s  A r b i t r a g e  R e g u l a t i o n s
Tin-: U.S. T reasury  Depar tm en t w i l l  soon re lease p re l im in a ry  arb itrage 
regu la t ion s govern ing the c a lc u la t io n  o f  a rb itrage reba tes . Some high lights:

■ Reba tes w i l l be based on a " fu tu re  va lue ."  c a lc u la te d  every five years. 
* No ca lc u la t io n  is requ ired  i f  q u a l i f ie d  inve s tm en ts earn less than the

is sue r ’s bond  y ie ld .
■ A SI.CKX) com pu ta t ion a l c re d i t  aga inst the reba te w i l l  be a l lowed  to 

he lp  issuers de f ray  expenses.
■ M u tu a l  fund s  are a c cep tab le  inves tm en ts and are used as an examp le 

in the regu la t ions .
T h e  next issue o f  IN V E S T M E N T  E X C H A N G E  w i l l  d is cu ss  the new 
a rb i t rage  reba te regu la t ions in d e ta i l .



I n c r e a s i n g  I n t e r e s t  i n  D e f e r r e d -  

C o m p e n s a t i o n  P l a n s

mutua l fund s  I Ru le  2a-7) are un l ike ly  
to su f fe r market price shocks: th is is 
done by ma in ta in ing  the poo l’s average 
matu r ity  be low  120 days and by ho ld ­
ing in d iv id ua l se cu r i t ie s  w ith  m a tu r i ­
ties o f less than one year.

D iv e rs ific a tio n  a n il C re d it Research 
I ’ays O f f

A ma jo r advan tage o f most state- 
sponsored LG IPs is the ir s ize. E cono ­
mies of sca le  are genera l ly  rea l ized

W h e n  i n v e s t i n g  i n  a n  L G I P ,  

l o c a l  o f f i c i a l s  s h o u l d  f i r s t  

s t u d y  t h e  i n v e s t m e n t  p o l i ­

c i e s  a n d  p r a c t i c e s  o f  t h e  

p o o l ,  a n d  o b t a i n  i n f o r m a ­

t i o n  r e g a r d i n g  t h e  p o r t f o ­

l i o ' s  a v e r a g e  m a t u r i t y .

through b e t te r  pr ices on ind iv idua l 
secu r i t ie s  and de fraya l o f  adm in is t ra ­
t ive expenses such as th ird-party cu s to ­
d ia l fees. A lso , many LG IP s  are ab le  to 
p u rch ase  d iv e r s i f ie d  po r t fo l io s  o f 
higher-yielding money market se cu r i ­
ties such as com m erc ia l paper. Fre­
quent ly . in d iv id u a l m un ic ip a l i t ie s  arc 
unab le  to perform thorough cred it 
analys is o r to d ivers ify  the ir investment 
portfo lios a dequa te ly  on the ir  own. 
However. L G IP s  can he managed to 
accomplish these funct ions on behalf 
o f their part ic ipan ts .

The P ro b le m  W ith  B o n d  Proceeds 
Some LG IP o f f ic ia ls  are anx ious ly  

await ing U.S. Treasury Department 
regu la tions concern ing arb itrage invest­
ments of bond proceeds. Presently, 
some s ta tew ide  LG IP s  have in s truc ted 
loca l governments to avo id using their 
pool for i/ivestments o f  bond proceeds 
sub jec t to federa l a rb itrage restr ic t ion . 
Pools wh ich  ma in ta in  longer average 
d o l la r  we igh ted portfo lio  m a tu r i t ie s  I in 
excess o f 70 day s l and are not va lued 
to market regu la r ly  may not meet the 
T reasury ’s so c a l le d  "marke t price 
ru le” and therefore cou ld  he inappro-

Deferred-compensation p lans a l low  
emp loyees to save portions o f  their 
incomes untaxed until retirement. Upon 
re tiremen t, the employee w i l l  l ike ly  be 
in a lower personal income-tax bracket, 
and w i l l be taxed less.

Congress au thor ized  Sect ion  457, 
public-sector deferred compensa t ion  
p lans in the Revenue A c t o f  1978. 
enab l ing government workers to save 
for re t irement and emergenc ies . Unde r 
Sect ion 457 o f the In te rna l Revenue 
Code , a public-sector emp loyee may 
de fer up to 57.500 of income annual ly .

Typ ica l ly , deferred-compensation 
plans a l low  the employee to choose to 
have con tr ibu t ion s  p laced in one of 
several investment options , and  to 
per iod ica l ly  transfer the assets between 
investment veh ic les.

T he  cho ice s  range from stra igh t 
savings op tions , which are the most 
conse rva t ive  investments , to m u tua l 
funds , wh ich  are r isk ier bu t have the 
potentia l fo r h igher y ie lds.

Many deferred-compensation invest­
ments are in fixed-rate annu it ie s  o r in 
guaran teed investment con trac t s

Deferred-compensation p lans are 
meant to supp lem en t, ra ther than 
rep lace , o the r  retirement p lans. At 
re tirement, a  plan member has the

pria te as a veh ic le  for the investment 
o f bond proceeds. The  Treasury's sec ­
ond set o f a rb i trage  regu la t ions , to he 
issued iater th is year, w i l l p robab ly  
address the issue o f a l lo ca t in g  invest­
ment income received from such  pools.

The M o n e y  M a rk e t M u tu a l F u n d  
A If  em u  t ire

In states that lack an LGIP, money 
market m u tua l funds can be co n s id ­
ered a s ;• v ia b le  a lte rna t ive for lo ca l 
government l iq u id i ty  investments , pro­
v id ed  m u tua l funds are an uu tno r ized  
investment unde r sta le  s ta tu te . Some 
in st i tu t iona l money market fund s  pro­
v ide suhaeeoun t ing  and a rb i t rage

option o f w ithd raw ing  de fe rred funds 
in a s ing le lum p  sum . in month ly  
in s ta l lm en ts o r on a schedu le  based on 
life expectancy.

The  Tax Reform A c t of 1986 height­
ened interest in deferred-compensation 
p lans by p lac ing cons ide rab le  re s tr ic ­
t ions on the tax deferra l for emp loyee 
con t r ib u t io n s  to in d iv id u a l re t iremen t 
a ccoun ts . ■

reco rdkeep ing  se rv ic e s  sp ec i f ica l ly  
des igned  for governments , wh ich  are 
not prov ided by most LG IPs.

C F O  A G u id a n c e
The  G ove rnm en t F inance O ff icers 

A ssoc ia t ion ’s S tand ing  Comm ittee  on 
Cash M anagem en t has prev ious,y 
endorsed  loca l government use o f 
LG IP s  and is now s tudy ing  the va r ious 
issues assoc ia ted  w ith  proper adm in is ­
trat ion and use o f  LG IP s . G u id e l in e s  
for LG IP s w i l l be issued by the National 
Assoc ia t ion o f State Treasurers iNAST I 
la te r  th is year. In ve s tm e n t E xchange  
w i l l  provide fu r th e r  in formation on this 
top ic  as it becom es ava i lab le . ■
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FIDELITY INVESTMENTS NEWS AND ANALYSIS FOR PUBLIC FINANCE PROFESSIONALS

L o c a l  G o v e r n m e n t  I n v e s t m e n t  P o o l s
Bv Girard M iller and David Mavnard

E d ito r 's  N o te : The re ce n t w id e ly  p u b l i ­
c ized  co lla p se  o f  th e  S tate o f  West 
V irg in ia  s L G IP  a n d  ensu ing  questions  
ra ised by readers has p ro m p te d  the  
fo llo w in g  a rt ic le .
Loca l gove rnmen ts are a m a jo r  source  
o f cap ita l to the money marke ts . P ub l ic  
cash managers earn  a t t ra c t iv e  market 
rates o f re tu rn by invest ing  th e ir  shor t­
term funds . W hen  in te res t rates are 
re la t ive ly  h igh , as they are now, a 
commun ity 's  cash m anagem en t and 
investment program is an im portan t 
con t r ib u to r  to lo ca l revenues.

M os t lo ca l governments invest a 
segment o f  th e ir  short-term fund s

L G I P s  a r e  n o w  o p e r a t i n g  

i n  2 6  s t a t e s  a n d  u s u a l l y  

o f f e r  t h e  b e n e f i t s  o f  d a i l y  

l i q u i d i t y ; m o n e y  m a r k e t  

r a t e s  o f  r e t u r n  a n d  p o r t f o ­

l i o  d i v e r s i f i c a t i o n .

d ire c t ly  in gove rnmen t se cu r i t ie s ,  bank 
CDs and o th e r  money marke t in s t ru ­
ments. Loca l o f f ic ia ls  a lso have learned 
to lake advan tage  of the l i q u id i t y  and 
se rv ice s o f fe red  by the ir state's loca l 
government inve s tm en t pool l LG I Pi. 
LG 1 Ps are now opera t ing in 26 states

and u sua l ly  o f fe r the bene f i t s  o f  d a i ly  
l iqu id i ty , money marke t rates o f  re turn 
and portfo lio d ivers if ica t ion . Genera l ly , 
pools operate like SEC-registered money 
market mu tua l funds. They combine the 
cash o f  lo ca l governments to invest in a 
d ivers i f ied  portfo l io  o f money marke t 
secu r i t ie s  w ith  earn ings pa id to par t ic i­
pants in proportion to the ir to ta l invest­
ment. Not a i l poo ls are a l ike , however.

Types o f  L G IP s
When measu red  in te rm s o f  asset 

s ize and par t ic ip a t ion , the largest lo ca l 
government investment poo ls are those 
overseen by state  treasu rers o r  o th e r 
state adm in is tra t ive  boards . Presently . 
22 s la tes sponsor and operate an invest­
ment pool for the bene f i t  o f  the ir  lo ca l 
governments . In some state  pools , 
lo ca l funds are com m ing le d  w ith  the
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state ’s l iq u id  assets. In  others a 
comp le te ly  separate fund for lo ca l i t ie s  
is m a in ta ined .

Genera l ly . LG IP  investment and 
recordkeep ing funct ions are performed 
by state o f f ic ia ls , a lthough several 
s ta tes have con trac ted  with private 
f i rm s for investment and adm in is tra ­
tive se rv ices . In some states, an a d v i ­
sory board of local government o f f ic ia ls 
provides consu lta t ion  and input regard ­
ing LG IP  po lic ie s and pract ices .

In add i t ion  to the state-sponsored 
poo ls , local governments in a few 
sta tes have jo in t ly  organized and oper­
ate LG IP s pursuan t to " jo in t powers" 
o r  " in te rgovernmenta l cooperat ion" 
agreements . Typ ica l ly , these non-state- 
sponsored intergovernmenta l poo ls are 
opera ted  by a pr iva te money manage- 

Continued on next page

T r e a s u r y  F i n a l i z e s  A r b i t r a g e  R e g u l a t i o n s
T he  U.S. T reasury  Depar tm en t w i l l  soon re lease p re l im inary  arb itrage 
regu la t ions govern ing the c a lc u la t io n  o f  a rb itrage  rebates. Some highlights:

■ Rebates w i l l  be based  on a " fu tu re  va lue ."  c a lcu la te d  every five years.
■ No ca lcu la t io n  is requ ired  if q u a l i f ie d  investments earn less than the 

issuer's bond  y ie ld .
■ A SI.(XX) com pu ta t ion a l c re d i t  aga inst the rebate w i l l  be a l lowed to 

he lp  issuers de fray  expenses.
■ M u tu a l  funds are a c cep tab le  inves tm en ts and are used as an examp le  

in the regu la t ions .
T he  next issue of IN V E S T M E N T  E X C H A N G E  w il l d iscu ss the new 
arb itrage rebate regu la t ion s in d e ta i l .



merit firm wh ich  often is in s trumenta l 
in organ iz ing and promoting the LGIP. 
Un like  SEC-registered money market 
m u tua l funds , these so-called " jo in t

powers” pools are governed by separate 
trus t agreements and a board o f trus t­
ees wn ich  cons is ts  o f part ic ipat ing 
loca l o f f ic ia ls .

A fina l va r ian t o f the L G IP  is the 
coun ty  investmen t pool, u sua l ly  oper­
ated by a coun ty  treasurer. In Californ ia 
and Wash ing ton , for examp le , coun ty  
trea' j r e r s  are respons ib le  for ce r ta in  
lo ca l schoo l funds , wh ich  are com m in ­
g led by some coun t ie s  for investmen t 
purposes.

Keys lo  Success
Just as an ind iv idua l pub l ic  investor 

must con s tan t ly  seek sa fe ty and l iq u id ­
ity before y ie ld ,  so too must the LG IP  
portfo lio  manager focus first on sa fe ty 
and l iqu id i ty . Loca l un its that invest in 
an LG IP  typ ica l ly  expect to be ab le  to 
w ithd raw  funds on a same-day basis 
w ith  no pena l ly  o r  p rice loss. Any 
losses in the L G IP  portfo l io  that 
adverse ly  a ffec t investors c o u ld  ja r  k 
investor con f id en ce  and cause  a "run" 
on the pool. T h u s ,  an LG IP  po rtfo l io  
generally should be structured to include 
a broad ly d ivers if ied mix of high-quality.

l iq u id  short-term se cu r i t ie s  wh ich  can 
eas i ly  be conver ted  to cash w ithou t 
p r ice  loss.

In the 15 years s in ce  the incep t ion

o f the firs t state-sponsored LGIP, there 
has been on ly  one d o cum en te d  case of 
investmen t lo sses by a LGIP. T h is

re la t ive ly  recent case invo lved po rt fo ­
l io  managemen t that , among o th e r  
p rac t ice s , fa i led  to obse rve  the sh o r t ­
te rm  l iq u id i ty  needs o f  the poo l, in ve s t ­
ing instead in long-term secu r i t ie s . 
A lthough  longer-term inves tm en ts may 
have h igher interest rates and p roduce  
cap ita l gains du r in g  per iods o f d e c l in ­
ing in teres t rates, an LG IP  wh ich  ho ld s  
long-term secu r i t ie s  in ?. rising-rate 
m arke t may face the prob lem  o f p r ice  
losses. I f  the m arke t p r ice lo sses are 
rea l ized , the L G IP ’s tota l re turn w i l l  
su f fe r  and conce rned  lo ca l investo rs 
may redeem the ir  funds , fo rc ing  the 
portfo lio  manager to l iq u id a te  even 
more secur it ie s a t poten tia l ly  dep ressed 
prices. Fur the r compound ing  th is trend , 
y ie ld s  on compe t ing  mor.ey marke t 
se cu r i t ie s  may 0‘ t rac t more funds ou t 
o f  pools whose in vestment por t fo l io s 
may be " lo cked  up" in long-term bu t 
lower-yie ld ing paper.

K n o w  Y our L G IP
W hen invest ing  in an LGIP. lo ca l 

o f f ic ia ls  shou ld  firs t s tu dy  the invest­
ment po lic ie s and p rac t ice s o f  the 
pool, and  ob ta in  in fo rm a t ion  regard ing 
the po r t fo l io ’s average matur ity . A s a 
genera l ru le . LG IP s  wh ich  fo l low  SEC  
portfo lio  gu id e l in e s  for money marke t



I n c r e a s i n g  I n t e r e s t  i n  D e f e r r e d -  

C o m p e n s a l i o n  P l a n s

mu tua l funds (Ru le  2a-7) are un l ike ly  
to su ffer m arke t pr ice shocks: th is is 
done  by m a in ta in ing  the pool's average 
m a tu r i ty  be low  120 days and by ho ld ­
ing in d iv id ua l se cu r i t ie s  w ith m a tu r i ­
t ies o f less than one year.

D iv e rs ific a tio n  a n d  C re d it R esearch 
t'avs O f f

A ma jo r advan tage  o f  most state- 
sponsored LG IP s  is the ir s ize. E cono ­
m ies o f sca le  are genera l ly  rea l ized

W h e n  i n v e s t i n g  i n  a n  L G I P ,  

l o c a l  o f f i c i a l s  s h o u l d  f i r s t  

s t u d y  t h e  i n v e s t m e n t  p o l i ­

c i e s  a n d  p r a c t i c e s  o f  t h e  

p o o l ,  a n d  o b t a i n  i n f o r m a ­

t i o n  r e g a r d i n g  t h e  p o r t f o ­

l i o ' s  a v e r a g e  m a t u r i t y .

through b e t te r  pr ices on in d iv id u a l 
secu r i t ie s  and  de fraya l o f adm in is t ra ­
tive expenses such as third-party c u s to ­
d ia l fees. A ls o ,  many LG IP s are ab le  to 
p u rch ase  d iv e r s i f ie d  p o r t fo l io s  o f 
h igher-yie ld ing money marke t se cu r i ­
ties such as com m e rc ia l  paper. Fre­
quent ly . in d iv id u a l m un ic ip a l i t ie s  are 
unab le  to perform  thorough cred i t 
ana lys is o r  to d ive rs i fy  the ir  investment 
portfo lios a dequa te ly  on the ir own. 
However. L G IP s  can be managed to 
accomplish these funct ions on behalf 
o f the ir part ic ipan ts .

The P ro b le m  l l i t h  B o n d  P roceeds 
Some LG IP o f f ic ia ls  are anx ious ly  

await ing U.S. Treasury  Depar tmen t 
regu la t ions concern ing  arb itrage invest­
ments o f  bond  proceeds. Presently , 
some s ta tew ide  LG I Ps have in s t ruc ted  
loca l gove rnmen ts to avo id  using their 
pool for in ve s tm en ts o f bond p roceeds 
sub je c t to federa l a rb i t rage  res tr ic t ion . 
Pools wh ich  ma in ta in  longe r average 
do l la r  we igh ted  po rtfo l io  m a tu r i t ie s  I in 
excess o f 90 days! and are not va lued  
to market regu la r ly  may not meet the 
Treasury's so c a l le d  "m a rke t pr ice 
rule" and therefore co u ld  be inappro-

Deferred-compensat ion p lans a l low 
emp loyees to save port ions o f their 
incomes untaxed until retirement. Upon 
re t iremen t, the emp loyee w i l l  l ike ly  be 
in a lower personal income-tax bracket, 
and w i l l be taxed less.

Congress au tho r ized  Sect ion 457. 
public-sector de fe rred  compensa t ion 
p lans in the Revenue A c t o f  1978, 
enab l ing  gove rnmen t workers to save 
for re tirement and emergenc ies . Unde r 
Sect ion 457 o f the In te rna l Revenue 
Code , a pub lic-sector emp loyee may 
d e fe r up to S7.500 o f income annual ly .

Typ ica l ly , deferred-compensation 
p lans a l low  the emp loyee to choose to 
have con tr ibu t ion s  p laced in one of 
severa l in vestmen t op tions , and to 
per iod ica l ly  transfer the assets between 
investmen t veh ic les .

T h e  cho ice s  range from stra ight 
sav ings op tions , wh ich  are the most 
conse rva t ive  investmen ts , to mutua l 
funds , wh ich  are r isk ie r bu t have the 
poten t ia l for h igher y ie ld s .

Many deferred-compensation invest­
ments are in fixed-rate annu it ie s  or in 
guaran teed investmen t con trac ts

Deferred-compensat ion p lans are 
meant to supp lem en t, ra ther than 
rep lace , o ther  re t irement p lans. At 
re t iremen t, a p lan m em be r has the

priate as a veh ic le  for the investment 
o f bond proceeds. T he  Treasury's se c ­
ond se t o f a rb itrage  regu la t ions , to be 
issued la te r th is year, w i l l  p robab ly  
address the issue o f a l lo ca t in g  invest­
ment income received from such pools.

The M o n e y  M a rk e t M u tu a l I 't i t td  
A lte rn a tiv e

In sta tes that lack an LGIP. money 
market m u tua l funds can be con s id ­
ered as a v iah le  a lte rna t ive  for loca l 
government l iq u id i ty  investments , pro­
v ided mu tua l funds are an au tho r ized  
investment unde r state s ta tu te . Some 
in st i tu t iona l money market funds pro­
v ide su b a ccoun t in g  and arb itrage

option o f  w ithd raw ing  deferred fund s 
in a s ing le  lump sum . in month ly 
in s ta l lm en ts o r on a schedu le  based on 
life expectancy.

T he  Tax Reform Act of 1986 height­
ened interest in deferred-compensation 
p lans by p lac ing cons ide rab le  re s tr ic ­
t ions on the tax deferra l for emp loyee 
con tr ibu t ion s  to in d iv idua l re tiremen t 
accoun ts . ■

recordkeep ing se rv ice s  sp ec i f ica l ly  
des igned  for governments , wh ich  are 
not p rov ided by most LG IPs .

G E O  A G u id a n ce
The  Gove rnm en t F inance O ff ice rs 

A ssoc ia t ion's S tand ing Comm ittee  on 
Cash Managemen t has prev ious ly  
endorsed  loca l government use of 
LG IP s  and is now s tudy ing  the va r ious 
issues assoc ia ted  w ith proper adm in is ­
trat ion and use o f  LG IP s . G u id e l in e s  
for LG IP s w il l be issued by the National 
Assoc ia t ion o f State Treasurers i NASTI 
la te r th is year. In ves tm e n t Exchange  
w il l provide fu r th e r  information on this 
top ic as it b ecomes ava i lab le . ■
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A t  t h e  C r o s s r o a d s :  

P r i v a t e  S e c t o r  P e r s p e c t i v e s  

o n  P u b l i c  S e c t o r  I n v e s t i n g

L o c a l  g o v e r n m e n t  i n v e s t m e n t  o f f i c e r s  a r e  f a c e d  w i t h  t h e  c h a l l e n g e  o f  a c h i e v i n g  

h i g h  y i e l d s  w i t h o u t  s a c r i f i c i n g  s a f e t y  a n d  l i q u i d i t y .  W h i l e  p r e s s u r e s  o n  p u b l i c  

f i n a n c e  o f f i c i a l s  t o  e n h a n c e  e a r n i n g s  f r o m  i n v e s t m e n t s  w i l l  n o t  g o  a w a y ,  t h e r e  

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

By D a v id  E . M ayn a rd  and Prisc i l la  M .  Whea t ley

federal bankruptcy judge approved 
a settlement that would give 34 

municipalities and school districts nation­
wide about S29 million of the S40.8 
million they claimed was lost when Lion 
Capital Group sought protection under 
federal bankruptcy law [in 1984]., . .The 
settlement means claimants will receive 
about 73 cents on the dollar.. . . [A]n 
attorney for the school districts said the 
benefits of the settlement ‘are extraordi­
nary.' At a hearing in bankruptcy court, 
he called the settlement ‘almost a total 
victory for the school districts and munici­
palities.’

Seventy-three cents on the dollar, a 
victory?

Despite the exposure, publicity and 
education since the demise of Drysdale 
Securities in 1982, and the lessons to be 
learned from Lion and other failed 
dealers, public sector investors lost again 
in 1985. Lion Capital was one of three 
small government securities dealers to go 
under as a result of multiple pledging of 
collateral; the other two were E .S .M . 
Government Securities Inc. and Bevill, 
Brcssler &: Shulman Inc. E.S .M .'s trustee 
anticipates that settlements could pay 
municipalities in the vicinity of 75 cents 
on the dollar.

Could it happen again? Why have some 
public finance officials altered their 
traditionally conservative investment 
practices? Has “ safety, liquidity and yield" 
become "yield, liquidity and safety" in the 
minds ot many public finance officials?

Are realistic options currently available 
that will help the public sector maximize 
its return while ensuring the safety of 
invested funds? This article examines the 
sources of some of the pressures on public 
finance officials, explores several options 
for prudent investment of public funds at 
market yields and suggests some initiatives 
to be taken over the long term to 
strengthen the public finance profession.

Jnvesting Public Funds— A Fiduciary 
Responsibility. For most of the 20th 
century, investment of public funds has 

been appropriately considered a fiduciary 
function: that is, the conservation of 
principal is the primary responsibility, 
even if income is to be earned from invest­
ments. Because of this, most state legis­
latures have controlled the investment of 
public funds by enacting restrictive 
statutes which narrowly define allowable 
investments. In fact, many of those 
statutes bear striking similarity to statutes 
that govern the investment of trust funds, 
and some incorporate the “ prudent person 
rule.”

Until the escalation of inflation and 
interest rates during the 1970s and early 
1980s, there was little pressure on most 
public officials to invest revenues. Rates 
of return were generally so low that there 
was little benefit to be gained. The rapid 
rise in interest rates that began in the late 
70s was concurrent with taxpayer revolts 
that led to passage of tax-cutting measures

such as Propositions 13 in California and 
2Vi in Massachusetts (see Figure 1 . The 
need to find sources of additional income 
led most local finance officers to step up 
short-term investing. Some treasurers were 
so successful that investment earnings 
became the second or third largest source 
of revenues for their communities.

In the heyday of double-digit rates, 
local treasurers were often reporting 
annualized rates of return in excess of 15 
percent, and many were justly proud of 
hitting the top of the yield curve, 
purchasing one- to six-month certificates 
of deposit with annualized yields of 18 
percent to 20 percent. Even recently 
elected treasurers without specific invest­
ment training were able to report 
exceptional earnings. The attractiveness of 
above-market yields became even more 
apparent on the downside, when rates on 
short-term money market instruments slid 
back into single digits from their historic 
highs. Some public sector investors had 
become so accustomed to double-digit 
returns that, in their quest to maintain 
high rates of return, they invested funds in 
short-term instruments such as repurchase 
agreements and certificates of deposit 
(CDs) at 25 to 200 basis points higher 
than was available in their local markets. 
Some substantial investments were made 
without considering the risk factors that 
might have at least partially explained the 
higher yields.

Everyone agrees that safety of principal 
is still the fundamental goal of public
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Figure 1
90-OAY TREA SU RY B IL LS  ANO VOLUME OF ISSUE

Quarterly: March. June. September, and Oecember ol each year

OATES
(annual Treasury auction volume m billions)

sector investment. However, while chasing 
yields in response to pressures to continue 
generating income, some public sector 
investors appear to have temporarily lost 
sight of the different types of investment 
risk. A U.S. Treasury security is a risk­
free investment, but only from a credit 
standpoint. If it is purchased through a 
broker/dealer or bank, either 3S a direct 
investment or pan of a repurchase 
agreement, the dealer is subject to credit 
risk, and the value of the security will 
fluctuate with changing interest rates. An 
in-statr bank CD may be legal, insured 
and collateralized, but that doesn’t pre­
clude the fact that the solvency of the 
issuing institution is critical—no local 
treasurer wants to stand in line waiting 
for the FDIC to settle a claim.

Some Practical Options. One thing is 
certain: pressure on local government 
finance officers to enhance earnings from 

investments will not go away. Expecta­
tions of both the electorate and local offi­
cials were raised by several years of 
double-digit interest rates and the success 
of many finance officers in managing their 
investments. In many cases interest earn­
ings h.’.ve become a major component of 
local government revenues. As austerity in 
state and local government continues, the 
focus will be on continuing to produce 
significant investment earnings, notwith­
standing a general decline in rates. Given 
this scenario, how can local units achieve 
high yields without sacrificing safety and 
liquidity?

Repurchase agreements. Because some 
public sector investors have experienced 
major losses of principal, the use of 
repurchase agreements (repos) has re­
ceived a great deal of publicity. The repo 
market is huge—S I60 billion in average- 
daily activity—and generally quite effi­
cient, but safe use of repos hinges on 
proper perfection of the underlying colla­
teral (see “ A Few Thoughts About Repos" 
on page 18). Three cardinal rules for their 
use have been suggested over and over:
• know your counterparty,
• take physical possession or independent 

biK>k entry of the collateral, and
• establish and monitor a margin to 

protect the market value of the 
collateral from interest rate 
movements.

The call for proper perfection bv the 
Governmental Accounting Standards 
Board, the Federal Reserve and other

regulators is long overdue, but it has 
created a stumbling block for the public 
sector. Most municipalities still execute 
“ trust me" repurchase agreements; that is, 
they do not take delivery of the repo 
collateral through an independent third 
party, but rather rely on a safekeeping 
receipt from the dealer or its agent, which 
is usually not sufficient to establish legal 
control over the securities. In some states, 
investments in repos without taking 
delivery of collateral may be illegal. 
Collateral should be delivered to an 
independent custodian under the unit’s 
(not the dealer’s) control, and there 
should be written agreements between the 
unit and the custodian. A unit might also 
choose to use a custodian which the two 
repo parties agree upon, but again, there 
should be separate written agreements be­
tween each of the parties to protect the 
unit's interest. Local units that have 
collateral delivery mechanisms have found 
that the costs tend to reduce net yields 
below those available from other equally 
liquid and safe investments. In any case, 
lack of perfected delivery results in an 
ownership problem in the truest sense, 
and is not unlike buying a house without 
having the deed properly recorded.

If an efficient, low-cost mechanism for

delivery is not available to a local unit, 
repos should not be considered *n appro­
priate investment, especially when other 
liquid investments are available at 
competitive or higher yields.

Direct investments. Some units have 
successfully used direct purchases of U.S. 
Treasury and government agency obliga­
tions in lieu of repurchase agreements. 
When coupled with federally insured time 
deposits at banks, this type of investment 
program is perhaps the safest in terms of 
credit risk, but may be burdensome to 
manage in order to maintain sufficient 
daily liquidity. Unless the unit is able to 
structure maturities to match its cash flow 
requirements, the portfolio must be 
actively managed and traded.

As with any investment program, there 
are other trade-offs that must be con­
sidered. First, active management of the 
portfolio usually means j  substantial 
investment of time in order to ensure that 
maturities match cash flows, and effective 
use of swaps and hedges may require a 
significant level of expertise. Second, 
unless securities are purchased directly 
from the Federal Reserve and held to 
maturity, commissions and custodial costs 
will tend to reduce net yields below those 
of other appropriate alternatives. Finally,
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in order to benefit from economies of 
scale, the portfolio must be sizable, thus 
limiting the effectiveness of this option to 
larger public units.

Local government investment pools. In 
the investment area, one of the best 
examples of interlocal cooperation and 
capacity sharing is the local government 
investment pool (LG IP). LGIPs increase 
the efficiency and earnings of local 
government investment programs by 
providing a safe, professionally managed, 
diversified portfolio. LGIPs ate, in effect, 
a financial intermediary—a “ middle man" 
between local governments and the secur­
ities purchased by the pool on behalf of 
its participants. LGIPs are tailored to meet 
the needs of and specialize solely in 
serving local governments.

When a local government invests in an 
LGIP it purchases “ shares" or "units" of 
the pool. Monies from each participating 
entity are combined for purposes of 
investment, but principal and earnings are 
accounted for separately; therefore, each 
participant's funds maintain their own 
identity. Pools are the public sector 
version of money market mutual funds, 
which give individual investors convenient 
access to high-yielding money marktt

instruments.
LGIPs are usually created by states for 

the benefit of their local units. In most, 
but not all cases, the pool is managed by 
the state treasurer, and it may include 
some state money. The programs vary 
from state to state, but most allow 
deposits and withdrawals at any time, 
usually in any amount, and pay interest 
on a daily basis, net of pool expenses. 
Participation in LGIPs is voluntary, and 
once an account is established, trans­
actions r.;ay be executed as often as 
desired. Yields are usually comparable to 
rates on large-dcnomination money 
market instruments of S I million and 
more and, thus, are normally in excess of 
what most units can earn on their own.

By providing daily liquidity and permit­
ting participants to select virtually any 
denomination for their investment, LGIPs 
alleviate many of the limitations of direct 
investment in money market securities. 
Most money market instruments are avail­
able only in select denominations with 
fixed maturities. Although larger govern­
ment units do some buying and selling in 
the secondary markets and pay 
commissions, most local units purchase 
short-term securities from the original

issuer and hold them to maturity. The 
costs of premature liquidation can be pro­
hibitive. For example, a six-month CD for 
less than S I million issued by a nonmoney 
center bank usually pays a below-market 
rate and is not readily marketable to 
another investor. The issuing bank may 
refuse to redeem the certificate, or it may 
assess penalties in addition to those 
required by federal regulations.

A significant feature of LGIPs that is 
often overlooked is that they require 
“ delivery versus payment" for all securities 
purchases, including repurchase 
agreements. In other words, the pool’s 
custodian will not release funds to the 
seller until delivery is made. Thus, the 
pool’s investments are “perfected”  because 
the custodian has possession of and 
control over the securities on behalf of the 
pool. This should provide comfort not 
only to current participants, but also to 
those units that may be considering the 
use of an LG IP in lieu of repos.

State treasurers in the following states 
sponsor an LG IP which is currently 
operating or is being established under 
recently passed enabling legislation (year 
of creation in parentheses):

C a lifo rn ia  (1977) 
C onnecticu t (1973) 
F lo r id a  (1977) 
Georgia (1981) 
I llin o is  (1974) 
M a ry lan d  (1981) 
M assachuse tts (1977) 
M on tana (1973)
N ew  Jersey (1978)

N o rth  C a ro lin a  (1981) 
O h io  (1985)
Oregon (1974) 
Tennessee (1979)
U ta h (1974)
V irg in ia  ( 1"981)
West V irg in ia  (1978) 
W iscon sin  (1977)

Private sector firms have established, or 
are trying to start, pools which are 
independent of state sponsorship in 
several other states, including Colorado, 
New York, Pennsylvania and Rhode 
Island. In addition, school districts in 
Illinois, Minnesota and Pennsylvania may 
use pools formed by their respective state 
school boards with assistance from the 
National School Board Association. All of 
these programs were established and 
operate under so-called “ joint powers 
statutes."

A recent review of operating pools indi­
cates that acceptance and usage of LGIPs 
has grown rapidly1. Total LGIP assets 
have risen five-fold, from S2 .1 billion at 
the end of 1981 to $13.0 billion in 
September 1985. During the same period, 
participating units have increased from 
about 2,300 in 11 pools to 6,600 in 17 
pools (see Figure 2). Some states have 
seen the percentage of eligible units 
increase to more than 50 percent; the
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A  F E W  T H O U G H T S  A B O U T  
R E P O S

Is it wise to purchase a car without a 
title? What about a  house without a 
recorded deed? Probably not— when it 
com es time lo sell that asset, legal 
proof of ownership is essential.

Buying a repurchase agreem ent is the 
equivalent of purchasing any othar 
asset. The purpose of the underlying 
securities— the so-called collateral— is 
to a ssu re  the buyer that there is som e­
thing of value to sell off in the ovent the 
seller fails to m eet his obligations at 
maturity. "Perfected delivery" e s tab ­
lishes the repo buyer's legal control of 
the securities because  the buyer oays 
for the securities only after they have 
been delivered to the buyer's agent.

There is no problem with the credit­
worthiness of the U.S. Treasury and 
government agency securities pledged 
by the E.S.M.s and Lion Capitals of the 
industry. The real problem is one of 
m echanics— establishing the legal right 
to sell repo collateral a s  quickly a s  
possible, if necessary. Four common 
problems have led to public sector 
losses:

1. F a ilu re  to ta ke  d e liv e ry  v e rs u s  
paym en t. Funds should be re leased 
only upon delivery ol the securities. A 
safekeeping receipt from the seller or its 
agent is not enough to establish legal 
control. Also, the Federal R eserve has 
not sta ted categorically whether sa fe ­
keeping by the trust departm ent of the 
transacting bank is perfected delivery.

2. L ack  o l  c red it a n a ly s is  o l  re p o  
d ea le rs . Inability to foresee an impend­
ing insolvency is usually due to lack of 
credit analysis. Securities dealers that 
are slow to respond or refuse to provide 
audited financial s ta tem ents may be 
trying to hide their deteriorating financial 
position. Som e may not be licensed to 
do business in the state. Also, small 
dealers that have grown substantially in 
a short period of time and have a small 
capital base, or those with numerous 
affiliates and substantial intercompany 
transactions also may be on the bnnk 
of insolvency.

Purchasers should insist that their 
dealers comply with the capital 
adequacy standards of the New York 
Federal Reserve Bank.

3. L ack  o l  w ritten trad ing  a g re e ­
m en ts . Written m aster trading ag ree­
ments between the unit and its dealers 
(including banks with which it executes 
repos) are strongly recommended.
These documents delineate the 
conditions to which all parlies have 
agreed, and their respective obligations 
and responsibilities. Established dealers 
or banks should be able to provide 
drafts of these documents (or review 
and revision by the unit.

4. F ra u d  on  the p a rt o l  dea le r. Fraud 
Is almost impossible to detect, even by 
the most sophisticated and experienced 
credit analyst. Even so, lo sses due to 
fraud shouldn't occur if the first three 
problems are scrupulously avoided.

lushest participation rate. "5 percent, is in 
Massachusetts.

I ( i l l ’ s enable local units to pool their 
resources to obtain professional invest­
ment management, anil, oxer the past 
decade have proven themselves an efficient 
and economical alternative because they 
provide:
• portfolio diversification,
• stringent credit analysis.
• competitive rates of return,
• daily liquidity.
• economies of scale and
• low overhead.

These features and advantages create a 
persuasive case for using existing I.GIPs 
instead of repos, and for the creation of 
similar vehicles in those states where such 
an alternative is not currently available.

M oney n u rke t in u t tu ! funds. A few 
states, such as Michigan, Minnesota and 
Tennessee, allow their local units to 
purchase shares of money market mutual 
funds (MMFs) whose authorized invest­
ments meet the state's legal list for local­
ities. Money market funds are registered 
with and regulated by the Securities and 
Exchange Commission, and their 
operations are outside the direct r  .irrol 
of the states. States which allow use of 
MMFs have recognized the benefits of 
pooling which were discussed above, and 
manifest the intent of the Model Invest­
ment I egislation for State and Local 
Governments developed by GFOA's 
Committee on Cash Management in June 
1984. The committee's report included 
sample investment statute language which 
places MMFs on the legal list of invest­
ments. and sample enabling legislation for 
establishing I.GIPs. (Editor’s note: Copies 
of the Model Investment Legislation are 
available from the committee staff.
Contact Girard Miller at the Chicago 
office of the GFOA.J

Allowing the use of an existing money 
market fund is a sound alternative to 
creating an LGIP, particularly in those 
states where local government cash flows 
are not sufficient to support an 
independent pool. The approach can be 
refined to ensure that local units reap the 
maximum benefits from management of 
ponied funds by private seitor 
organizations.

To the layman, most MMFs appear 
similar. There are. however, 350 distinct 
funds' which have varying investment dis­
ciplines. maturity ranges and service 
features. Funds run the gamut from those 
which invest solely in U.S. Treasury obli­
gations to international portfolios with

varying levels of credit risk. The diversity 
in types of funds and their varying service 
levels is why some states are developing 
parameters to select and approve the use 
of existing MMFs. This approach recog­
nizes the desirability of a state role in 
exerting some control to ensure high- 
quality management and a selection of 
features and services that benefit 
participating local units.

Once enabling legislation is passed to 
allow use of existing MMFs, the 
mechanics of setting up a program are 
relatively straightforward. Investment 
restrictions, features, services and 
reporting requirements can be established 
to limit the universe of eligible funds, and 
a request for proposals issued, delineating 
criteria for approval of funds. To provide 
maximum benefits to local ir.its, a MMF

should offer:
1) Same-day (as opposed to next-day) 

portfolio pricing and interest stream. 
Public units, like all other institutional 
investors, expect and require interest earn­
ings on each dollar .avested for an exact 
number of days.

2) No minimum investment period or 
dollar value of investment. Units should 
be allowed to invest or redeem any 
amount on any business day, without 
penalty. This feature is especially 
important for smaller local units, which 
may be less certain of their cash flow 
requirements.

3 1 Unlimited wire transfer and check- 
writing access. While the wire sy stem is 
used primarily by larger participants for 
transfers to and from the fund, check- 
writing can be used by large and small
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Figure 3
GOVERNMENT SECU RIT IES D EA LER  FAILURES 

PUBLIC FUNDS AT RISK

D ea le r Nam e
Year

F a ile d P ub lic  U n its A ffec ted
How M uch 

a t R isk
S e ttlem en t
R each ed

Lombard-W all, Inc. 1982 New  York S ta te  Dorm ito ry 
A uthority & o th e r gov 'll, un its

$52 m illion 66 c e n ts  on 
the do lla r

Lion C ap ita l 1984 34 m un ic ip a lit ie s & 
sch o o l d is tr ic ts

$40.8 m illion 73 c e n ts  on 
the d o lla r

RTD S e cu r it ie s 1984 NY m un ic ip a lit ie s & 
sch oo l d is tr ic ts

$40+ m illion

E .S .M . G overnm en t 
S e cu r it ie s  Inc.

1985 12 m un ic ip a litie s $100+ m illion P ropo sed  
se tt lem en t 

23 c e n ts  on 
th e  do lla r

B evill, B re s s le r  & 
Shu lm an  Inc.

1985 No m un ic ip a litie s , bu t w ith 
E .S .M . p rec ip ita ted  Oh io and 
M ary land  thrift c r ise s . 
M un ic ipa litie s Ind irectly  
a ffec ted .

TOTAL PUBLIC  FUNDS AT R ISK : $232.8+ m illion

units alike when they wish to capture 
additional earnings from float.

4' Complementary participant services 
and education. This important but 
generally overlooked area encourages units 
to use the fund and can ensure quality 
and continuity of participant services 
provided by the manager. Among services 
that can be requested are:
• dedicated participant service personnel;
• toll-free telephone lines;
• prompt daily, monthly and year-to-date 

confirmation statements of accounts 
and transactions;

• unlimited transfers between fund 
accounts of identical registration;

• regular reporting to the state treasurer 
or other supervisory authority on fund 
perform,Mice, marketing activities and 
local uni' participation;

• educational assistance, special 
publications and a monthly newsletter 
for all eligible participants,

Other criteria which can be used to 
screen funds are availability of special 
services, such as terminal-based sub­
accounting systems, automatic daily 
sweeps of excess balances in noninterest 
bearing accounts, and direct deposit of 
state and federal transfer payments In- 
automated clearing house. An advisory 
board of local officials, which serves as a 
liaison between the fund and its users, is 
an effective tool not only for monitoring

the fund's activities, but also for 
enhancing services and creating new 
features.

The N orth  Carolina approach. North 
Carolina provides an example of the trend 
toward state-controlled use of MMFs. 
Because of the volume of local govern­
ment cash flows. North Carolina had the 
option of requiring the establishment of a 
new SEC-registered mutual fund, uniquely 
tailored to meet the needs of North 
Carolina local units.

In 19S1, the state legislature amended 
the local government investment sratute to 
make "participating shares in money- 
market mutual funds [legal] for local 
government investment if the inv tments 
of the fund arc limited to those qualifying 
for investment by the State, and if said 
fund is certified by the l.ocal Government 
Commission." Through use of a 
competitive bid process, the state made it 
possible for the private sector to assist 
local units. Despite the fact that the fund 
is a legally independent entity regulated by 
the SEC , the state oversees its operations 
through the I oca I Government Commis­
sion. which exercises "the authority to 
issue rules and regulations concerning the 
establishment and qualifications of any 
mutual fund for local government invest­
ment." This approach acknowledges that 
the private sector can and will provide 
services when there is opportunity for

reasonable profit. But the state retains the 
ability to exercise a firm level of review 
and control to protect the best interests of 
its local units.

In its three years of operation. North 
Carolina's fund has grown to more than 
S300 million with more than one-third of 
eligible units actively using the fund. Its 
success is an indication of the acceptance 
by local units of this approach and the 
unique alliance between the public and 
private sectors.

E xternalizing the Investment Manage­
ment Function. LGIFs and MMFs a*e 
ways of externalizing part of .1 local unii’s 

investment function; the purest form of 
externalization, however, is the 
individually managed account through at 
investment man ,ient firm.

The external management of public 
funds by the privjte sector occurs most 
frequently with public pensions. These 
systems have recognized that investment 
advisors offer economies of scale and 
generally superior investment returns 
because they have the resources, staff and 
expertise rhat most public units usually 
are not in a position to duplicate. The 
concept of using an outside advisor for 
managing short-term, fixed-income 
securities, on the other hand, has not been 
considered necessary or justified. This is 
because the investment techniques of this 
discipline are believed to be relatively un­
complicated. Two factors, one dramatic 
and the other more subtle, have begun to 
change that perception.

The drama was seen over the past 
several years when more than S200 
million in public funds were at risk as a 
result of investment in repurchase agree­
ments with collapsing securities dealers 
(sec Figure 3). In the words of one public 
finance official, “Two hundred million 
dollars would pay for a lot of manage­
ment fees."

More subtle, but no less important, is 
the trend of innovation in the securities 
markets and the marked increase in 
investment vehicles and strategies that are 
used in managing short-term, fixed- 
iiicome portfolios. The use of zero-coupon 
securities, options, futures and various 
hedging strategies was fostered within the 
private sector to increase yield or safety. 
Some of these new vehicles and techniques 
can be used succcssfullv by municipalities 
to enhance yield without sacrificing s.ifets 
or liquidity, but others arc nothing short 
of speculatee yield-chasing and have no 
place in a public sector investment
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G F O A ’S  C A SH  
M AN AG EM EN T C O M M ITTEE 

N E E D S  Y O U R  H E L P

As an aid to researchers, GFOA's 
Committee on Cash Management is 
compiling resource materials on author­
ized investment vehicles by state. Tha 
committee will use the data to deter- ■ 
mino which vehicles are used univer­
sally, as well as how the statutes dJfier 
between the stales. It would be most 
appreciated it readers would forward a 
copy of their state's investment statutes, 
as well as any interpretive releases 
which also may be pertinent to:
Technical Services Center, Government 
Finance Officers Association, 180 N. 
Michigan Ave., Suite 800, Chicago, IL 
60601. Fidelity Investments will receive 
copies of these documents and will 
assist the committee in its efforts. : 
Copies of the listing will be available to 
interested readers upon completion.

program with its fiduciary orientation.
Because of the fiduciary nature of 

public funds investment, state statutes 
have generally been structured toward 
narrowing alternatives, rather than 
recognizing prudent innovation. This 
statutory structure and the accompanying 
political environment have not encouraged 
most local officials to keep up with the 
rapid changes and increasing sophistica­
tion of the financial markets. As a result, 
new securities and strategies that are 
appropriate for the public sector go un­
used or may be misused because of lack of 
adequate training.

Although most existing state laws 
would have to be changed to allow the 
externalization of short-term funds 
management, localities that now operate 
under prudent person or home-rule 
provisions could take advantage of this 
strategy immediately. Among the benefits 
to be realized are reduction of staff and 
overhead expense, fuii rime professional 
portfolio management and credit analysis, 
and greater portfolio diversification. 
External managers also can provide 
regular market valuation, more and better 
management reporting, and economical 
procedures for delivering, paying for and 
safekeeping securities, all at a relatively 
low cost. If finance officers are elected, 
external management can provide 
continuity of investment management 
through transition periods, and free the 
new official to focus on other aspects of

the unit’s financial operations. Finally, by 
virtue of the fact that they arc full-time 
investment professionals, outside advisors 
are in a position to pursue more esoteric 
strategies with the unit’s concurrence.

Working with an external manager 
allows a local unit to develop fundamental 
investment guidelines within the prudent 
person rule, to which the manager must 
adhere, with periodic review and revision 
by the unit. In many localities, some 
private institutions traditionally have had 
a vested interest in the fact that the 
municipalities are restricted in their invest­
ment alternatives. A contract which is 
awarded to a qualified investment 
manager based on sealed bids, with 
periodic rebidding of the agreement, could 
substantially mitigate this situation.

Where Do We Go From Here? In a 
political and imperfect world one 
will not find a universall1 accepted “ best" 

approach for the safe inv stment of public 
funds, especially when loi al finance 
officers are under politica1 pressure to 
maximize returns within the constraints of 
safety and liquidity. Recent experience has 
shown that the “ lowest common 
denominator" approar.i of state legal lists 
for local units, coupl'd with collateral 
pledging requirements, has not been suffi­
cient to insure the safety of all public 
funds. Nor is it expected that the 
development of investment guidelines or 
the externalization of the investment 
function will in the future insure against 
losses due to fraud or malfeasance.

What longer-term initiati es can be 
undertaken by local units to safely 
incorporate innovation and new 
technology in their investment strategy?

Recodification o f  state investment laws. 
GFOA’s Committee on Cash Management 
has created model legislation for this 
purpose. It speaks to the need to expand 
the investment options available to local 
units, and to improve their ability to 
externalize investment management 
through the use of LGIPs and MMFs. It 
also suggests the widespread adoption of 
collateral pools to reduce costs and 
increase the safety of collateralized 
deposits. This three-pronged approach can 
go a long way toward assisting most local 
units.

Increased training. The issue is not 
what to teach to investment officers, but 
rather how to reach the thousands of 
finance officers in the United States with 
an effective program. State college 3nd

university systems could house the effort, 
with a central body such as the GFOA 
orchestrating the development of 
curriculum. Interested private sector indi­
viduals and organizations that have been 
active in this area would be encouraged to 
continue their involvement. Funds to 
defray the costs could come from a 
number of sources including the states, 
the private sector and, of course, the 
benefiting officials and jurisdictions,

Better salaries. Public finance is a 
profession. Historically, however, it has 
had a low profile and many localities, not 
recognizing its importance, continue to 
pay salaries that are not substantial 
enough to attract and keep talented indivi­
duals. This false economy will probably 
persist until the public sector recognizes 
the finance officer’s responsibility within 
the community and the potential benefits 
of paying salaries that encourage 
competence and continuity in these 
positions.

M in im um  competency Establishing 
minimum competency standards for any 
profession is fraught with problems, but 
in light of recent losses to public treasuries 
perhaps the time has come to take a closer 
look at this controversial issue. Some state 
associations of finance officers have begun 
to implement certification programs, 
which complement training programs and 
encourage a high level of competence on 
the part of both appointed and elected 
finance officials. New programs in Texas 
and North Carolina were described in the 
December 1985 issue of Government 
Finance Review. In New Jersey, Oregon 
and Ontario such programs have been in 
place for a few years. There is, however, 
little specific training in cash management 
skills in any of the above programs, drain­
ing and certification programs also would 
serve to provide a lev. i of comfort to both 
the electorate and public executives.

onclusion. This article was prompted 
in part by the recent a. .'cle by J. 

Dwight Hadley in the September i?3 *  
Government Finance Review, which dis­
cussed New York state’s response to the 
repo crisis faced by some of its units. By 
combining the ideas discussed in that 
article and this one, several approaches 
begin to emerge.

It is impossible to totally eliminate the 
risk in any investment program—fraud, 
abuse and greed are almost impossible to 
detect, and always will be around. The
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go.il of the public sector should be to 
create an environment which fosters the 
development of investment professionals 
who are qualified and capable of mini- 
rnmng investment risk and probability of 
loss. Short-term reactive approaches 
which seek 1 0  place even greater 
limitations on public invesrment officers 
may prove to be very damaging to the 
achievement of this goal. Over the long 
term, practical solutions must be designed 
to attract additional talented individuals, 
provide them with appropriate 
professional training and encourage them 
to remain in the profession. The public 
should be able to assure itself that its 
funds have been entrusted to investment 
professionals, whether they are appointed 
or elected individuals, or outside 
managers.

Public sector investing is at the cross­
roads. The vehicles are there—it’s up to 
finance officials to choose the best 
route. □

F  F i d e l i t y  I n v e s t m e n t s

Fidelity Distributors Corporation 
(General Distribution Agent)

NOTES
'W'jII Street journal, September 6. 1985.
'Telephone survey of operating LGIPs by Fidelity 
Investments, November 1985.
'Donoghue's Money Fund Report. October 25, 1985.
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(7)
Resources

Finance

£ O tJS E  COMMITTEE R E P O ^
Date Referred: March 11, 1991 FURTHER REFERRALS:
Date of Committee Action: V-* I  

The COMMUNITY AND REGIONAL AFFAIRS Committee considered: HB 207.
HOUSE BILL NO. 207 VILLAGE SAFE WATER PROGRAM

"An Act relating to the Village Safe Water Program."

RECOMMENDATIONS: 
be replaced with________
[ ] have attached amendments(s) 
(NyJ do pass 
[ j do not pass 
{ ] no recommendations 
[ ] individual recommendations 
[ ] additional referral to the____

[ ] the same title 
_[ ] a new title

Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): 
[ ] fiscal impact____________________

(Dtpt) APPROVES PREVIOUS: 
[ ] fiscal note(s)_______

r)A-zero fiscal note D C f k / l ^  P € C [ ] zero fiscal note(s)

(Dept/Dile)
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Revenue

P.O. BoxV 
Juneau. Alaska 99811
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FAX: (907) 465-2652

Alatna
Allakaket
Aniak
Anvik
Arctic Village
Beaver
Betties
Birch Creek
Chalkyitsik
Chuathbaluk
Crooked Creek
Evansville
Fort Yukon
Galena
Grayling
Holy Cross
Hughes
Huslia
Kalskag
Kaltag
Koyukuk
Lake Minchmnina
l  ime Village
Lower Kalskag
Manley Hot Springs
Marshall
McGrath
Minto
Mountain Village 
Nikolai 
Nulato 
Pilot Station 
Pitkas Point 
Rampart 
Red Devil 
Ruby
Russian Mission
Shageluk
Slcetmute
St. Mary’s
Stevens Village
Stony River
Takotna
Tan ana
I'elida
Tuluksak
Tyonek
Vcnctie
Wiseman

T O :

F R O M :

S U B J E C T :

D A T E :

M E M O R A N D U M

H ou s e  C om m un ity  & R e g i o n a l  A f f a i r s  C o m m i t t e e  
R e p r e s e n t a t i v e  J e r r y  M a c k i e ,  C h a i r
R e p r e s e n t a t i v e  G e o r g i a n n a  L i n c o l n  
H o u s e  D i s t r i c t  24  0
H o u s e  B i l l  2 0 7
A p r i l  3 ,  1 9 9 1

H ou se  B i l l  2 0 7 ,  an  a c t  r e l a t i n g  t o  t h e  V i l l a g e  S a “ e W a t e r  
P r o g r a m ,  w as i n t r o d u c e d  a t  t h e  r e q u e s t  o f  o n e  o f  t h e  v i l l a g e s  
i n  my d i s t r i c t .  T h i s  v i l l a g e  h a s  a p o p u l a t i o n  o f  4 9 1 ,  i s  
l o c a t e d  i n  r u r a l  A l a s k a ,  a n d  h a s  i d e n t i f i e d  w a t e r  s y s t e m  
im p r o v e m e n t s  a s  a  t o p  p r i o r i t y .  H o w e v e r ,  b e c a u s e  t h i s  v i l l a g e  
h a s  i n c o r p o r a t e d  a s  a  F i r s t  C l a s s  C i t y ,  i t  d o e s  n o t  q u a l i f y  
f o r  f u n d i n g  u n d e r  t h e  V i l l a g e  S a f e  W a t e r  P r o g r a m .
H o u se  B i l l  2 0 7  p r o p o s e s  t o  d o  o n l y  o n e  t h i n g — amend t h e  
d e f i n i t i o n  o f  " v i l l a g e "  u n d e r  AS 4 6 . 0 7 . 0 8 0 ( 2 ) .  T he  b i l l ,  i f  
p a s s e d  b y  t h e  L e g i s l a t u r e ,  w o u ld  a d d  f i r s t  c l a s s  c i t i e s  w i t h  
a  p o p u l a t i o n  o f  n o t  m o re  t h a n  6 0 0  r e s i d e n t s  t o  t h e  e l i g i b i l i t y  
l i s t  f o r  f u n d i n g  u n d e r  t h e  V i l l a g e  S a f e  W a t e r  P r o g r a m .  T h e r e  
i s  a z e r o  f i s c a l  n o t e  a t t a c h e d  t o  t h i s  b i l l ;  n o  a d d i t i o n a l  
f u n d i n g  w o u ld  b e  r e q u i r e d  t o  im p le m e n t  i t s  p r o v i s i o n s .
A c c o r d i n g  t o  t h e  1 9 9 0  c e n s u s ,  s i x  a d d i t i o n a l  v i l l a g e s  w o u ld  
b ecom e e l i g i b l e  f o r  V i l l a g e  S a f e  W a t e r  P r o g r a m  f u n d i n g  u n d e r  
p r o v i s i o n s  o f  H ou se  B i l l  2 0 7 .  T h e s e  v i l l a g e s  i n c l u d e :  
T a n a n a ,  S t .  M a r y ' s ,  P e l i c a n ,  Y a k u t a t ,  H y d a b u rg  a n d  S e l d o v i a .
I n  r e v i e w i n g  t h e  s t a t u t e s  p e r t a i n i n g  t o  t h e  V i l l a g e  S a f e  W a t e r  
P r o g r a m ,  t h e r e  i s  n o  i n d i c a t i o n  a s  t o  why s m a l l ,  r u r a l  f i r s t  
c l a s s  c i t i e s  w e r e  n o t  i n c l u d e d  f o r  f u n d i n g  p u r p o s e s .  F o r  
p u r p o s e s  r e l a t i n g  t o  s u c h  b a s i c  n e c e s s i t i e s  a s  w a t e r  a n d  s e w e r  
f o r  t h e s e  s i x  v i l l a g e s ,  I  am a s k i n g  y o u r  f a v o r a b l e  
c o n s i d e r a t i o n  o f  t h i s  b i l l  t o  a d d  th em  t o  t h e  e l i g i b i l i t y  
l i s t  f o r  t h e  VSW P r o g r a m .

D i s t r i c t  2 4
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OF COMMUNITY & REGIONAL AFFAIRS
O F F I C E  O F  T H E  C O M M I S S I O N E R

A p r i l  3, 1 9 9 1

STEVE COWPER, GOVERNOR

□

P .O . B O X  B
JUN EA U . A LA SKA  9 9 8 1 1 - 2 1 0 0  
PH O N E : (9 0 7 )  4 6 5 -4 7 0 0
9 4 9  E. 3 6T H  AVENUE. S U IT E  4 0 0  
A N CH O RA G E . ALA SKA  9 9 5 0 8 - 4 3 0 2  
PH O N E : (9 0 7 )  5 6 3 -1 0 7 3

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

R E :  H o u s e  B i l l  2 0 7

S P O N S O R :  R e p r e s e n t a t i v e  L i n c o l n

P r o g r a m  E f f e c t s  o f  t h e  B i l l

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

p r o g r a m  t o  f i r s t  c l a s s  c i t i e s  w i t h  p o p u l a t i o n s  l e s s  t h a n  6 0 0 .  

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

l e s s  t h a n  6 0 0  a n d  s e c o n d  c l a s s  c i t i e s  a r e  e l i g i b l e .

S i x  c i t i e s  w o u l d  b e  a f f e c t e d  b y  t h i s  l e g i s l a t i o n ,  t h e y  a r e :  

H y d a b u r g ,  P e l i c a n ,  S a i n t  M a r y ' s ,  S e l d o v i a ,  T a n a n a ,  a n d  Y a k u t a t .

C o m m e n t s

T h e  D e p a r t m e n t  s u p p o r t s  t h i s  b i l l  b e c a u s e  it f u r t h e r s  t h e  

c o n c e p t  o f  m a k i n g  s i m i l a r l y  s i t u a t e d  c o m m u n i t i e s  e l i g i b l e  for 
t h e  s a m e  S t a t e  b e n e f i t s .

E d g a r  B l a t c h f o r d , Confir.issioner

21-P1LH
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HB 222
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waste projects, for statewide road and highway maintenance projects, and to fund the rural development 
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N E W S  R E L E A S E

FOR INFORMATION CONTACT: 

Rona Sorensen

(907) 465-4942 
FAX (907) 465-2997

FOR IMMEDIATE RELEASE
9 1 - 1 2
March 1 5 ,  1 9 9 1

JACKO LEG ISLAT ION  APPROPRIATES NEARLY $ 7 3  M ILLION 
R e p .  J a c k o  a n d  n i n e  c o - s p o n s o r s  i n t r o d u c e d  l e g i s l a t i o n  t h i s  

m o rn in g  w h ich  w o u ld  a d d r e s s  c r i t i c a l  a n d  im p o r t a n t  n e e d s  o f  t h e  
S t a t e  o f  A l a s k a ;  b o t h  r u r a l  a n d  u r b a n .  H ouse  B i l l  N o . 2 2 2  
a p p r o p r i a t e s  j u s t  s h y  o f  $ 73  m i l l i o n  f r o m  t h e  A l a s k a  S c i e n c e  and  
T e c h n o lo g y  Endowment (ASTE) f o r  w a t e r ,  s e w e r ,  a n d  s o l i d  w a s te  
p r o j e c t s ;  s t a t e w i d e  r o a d  and  h ig hw a y  m a in t e n a n c e  p r o j e c t s ;  a n d  t o  
fu n d  t h e  R u r a l  D e v e lo p m e n t  I n i t i a t i v e  F u n d .  A n o t h e r  p i e c e  o f  
l e g i s l a t i o n ,  w h ic h  i s  n e ed e d  t o  e s t a b l i s h  t h i s  c u r r e n t l y  n on ­
e x i s t i n g  fu n d ,  i s  i n  t h e  w o r k s .

S p e c i f i c a l l y ,  HB 2 2 2  a p p r o p r i a t e s  $ 2 0  m i l l i o n  t o  t h e  
D e p a r tm en t  o f  T r a n s p o r t a t i o n  and  P u b l i c  F a c i l i t i e s  f o r  s t a t e w i d e  
r o a d  and  h ig h w a y  m a in t e n a n c e  p r o j e c t s .  The b i l l  a p p r o p r i a t e s  
a n o t h e r  $ 1 0  m i l l i o n  t o  t h e  D e p a r tm e n t  o f  C om m un ity  and  R e g i o n a l  
A f f a i r s  f o r  c a p i t a l i z a t i o n  o f  t h e  R u r a l  D e v e lo p m e n t  I n i t i a t i v e  
Fund . The v e h i c l e  e s t a b l i s h i n g  t h i s  f u n d  i s  s t i l l  i n  t h e  d r a f t  
s t a g e .  L a s t l y  $ 4 2 . 8  m i l l i o n ,  t h e  l a r g e s t  a p p r o p r i a t i o n  o f  t h e  
b i l l ,  g o e s  t o  t h e  D e p a r tm e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  f o r  
s t a t e w id e  w a t e r  a n d  s ew e r  p r o j e c t s .

-m o r e -
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R ep . J a c k o  s t a t e d ,  "My d i s a p p o i n tm e n t  w i t h  t h e  
A d m i n i s t r a t i o n ' s  , h a p h a z a r d , . a t t e m p t  t o  a d d r e s s  t h e  v e r y  b a s i c  l i f e  
and  h e a l t h  s a f e t y  n e e d s  o f  c om m u n i t i e s  s p u r r e d  me t o  i n t r o d u c e  
t h i s  s e c t i o n  o f  H ouse  B i l l  2 2 2 .  G o v e r n o r  H i c k e l  p r o p o s e d  t o  fu n d  
m e r e l y  $6  m i l l i o n  o f  t h e  t o t a l  $ 4 8  m i l l i o n  r e q u e s t e d  v i l l a g e  s a f e  
w a t e r  p r o j e c t s  i n  h i s  d e f e r r e d  m a in t e n a n c e  b i l l  (SB 1 3 3 ) .  Q u i t e  
f r a n k l y ,  I  s e e  t h i s  a s  an  'e y e  d r o p p e r '  a p p r o a c h  t o  o n e  o f  t h e  
most s e r i o u s  p r o b l e m s  we h a v e  i n  r u r a l  a r e a s  o f  t h e  s t a t e . "

" I  r e a l i z e  t h i s  l e g i s l a t i o n  w i l l  b e  c o n t r o v e r s i a l  an d  
c r i t i c a l l y  a n a l y z e d " ,  commented R e p .  J a c k o .  " I  a g r e e  t h e  ASTE has  
b e a u t i f u l ,  h ig h  m ind ed  p r o j e c t s  t h a t  a c a d e m ic i a n s  can  p o n t i f i c a t e  
a b o u t .  H ow eve r ,  I  f i n d  t h e s e  p r o j e c t s  v e r y  d i f f i c u l t  t o  j u s t i f y  
i n  l i g h t  o f  t h e  d e p l o r a b l e  w a t e r  an d  s e w e r  c o n d i t i o n s  t h a t  e x i s t  
i n  r u r a l  A la s k a  t o d a y .  I t ' s  u n c o n s c i o n a b le  t h a t  t h e  v e r y  b a s i c s  
o f  h e a l t h  a n d  l i f e  s a f e t y  o f  t h e  p e o p l e  i n  t h i s  s t a t e  a r e  g i  yen 
such  a low  p r i o r i t y .  L e t  me g i v e  y o u  a  c o u p l e  o f  e x a m p le s .

K o k h a n o x  i s  a s m a l l  v i l l a g e  i n  t h e  L a k e  I l i a m n a  r e g i o n  o f  
D i s t r i c t  2 6 .  As we d raw  c l o s e r  t o  t h e  2 1 s t  c e n t u r y ,  t h i s  v i ’. l a g e  
o f  152 p e o p l e ,  I 'm  s o r r y  t o  s a y ,  c o n t i n u e s  t o  g o  w i t h o u t  s a f e  
w a t e r  and  s ew e r  f a c i l i t i e s .  E ach  S p r i n g ,  when t h e  W in t e r  i c e  
b e g in s  t o  th aw , t h e  dumped raw  sewage f r o m  t h e  c om m un ity  'h o n e y  
b u c k e t s '  th aw  t o o .  The tw o  r u n  t o g e t h e r ;  a n d  t h e  r e o c c u r r i n g  
r e s u l t  i s  c o n t a m i n a t i o n  o f  b o th  t h e  w e l l  and  t h e  l a k e  f r o m  w h ich  
r e s i d e n t s  d raw  t h e i r  d r i n k i n g  w a t e r .  PEOPLE ARE DRINKING WATER

-m o r e -



c
CONTAMINATED WITH RAW SEWAGE. So i s  i t  a n y  s u r p r i s e  t h a t  t h e  
r e s i d e n t s  c o n t i n u e  t o  f a c e  b o u t s  o f  h e p a t i t i s  A a n d  B o u t b r e a k s ?

A n o th e r  c om m un ity  i n  my d i s t r i c t ,  I g i u g i g ,  h a s  t h e  same 
s t a n d a r d  sewage f a c i l i t y  a s  K o k h a n o k ;  c o n s i s t i n g  o f  'h o n e y  
b u c k e t s '  a n d  o u t h o u s e s .  A l a r g e  p e r c e n t a g e  o f  t h e  v i l l a g e  
r e s i d e n t s  h a v e  e i t h e r  had an d  d e v e lo p e d  im m u n i t i e s  t o  H e p a t i t i s  B 
o r  become c a r r i e r s  o f  t h e  d i s e a s e .  J u s t  a few  weeks a g o ,  h ig h  
w ind s  and  h e a v y  r a i n  c o n t r i b u t e d  t o  on e  o u t h o u s e ' s  c o n t e n t s  
f l o w i n g  down t h e  s t r e e t .  C o n c e rn e d  p a r e n t s  and  a d u l t s  o r d e r e d  t h e  
c h i l d r e n  s t a y  c l e a r  o f  t h i s  a r e a .  S h o r t l y  t h e r e a f t e r ,  t h e  g r o u n d  
f r o z e  and  i t  sn ow ed . And k i d s  b e in g  k i d s  -  w e re  s p o t t e d  p l a y i n g  
i n  t h i s  a r e a ,  e a t i n g  t h e  s n o w ."
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1153 Donna Dr.
Fairbanks, A k 99712 

April 1, 199 |
Members of the Community and Regional Affairs Committee 
House of Representatives 
Pouch V
Juneau, AK 99811

Dear committee members,
I feel House Bill #222 sponsored by members of the "Bush 

caucus" does not warrant any consideration by your committee. This 
$73 million dollar raid on money already appropriated to the A laska 
Science and Technology Foundation show a blatant disregard of the 
wisdom of former legislative and executive actions which established 
the fund. To me it also demonstrates a shortsightedness and lack of 
understanding on the part o f the sponsoring representatives on what 
the ASTF is designed to do.

As a successful recipient of a grant from the ASTF I may have 
good reason to be biased. However my project, “Beekeeping in Alaska", 
has already made an impact on the beekeeping industry in the State. The 
number of beekeepers in the Delta Junction area, for example, has 
increased from three or fou r to an estimated 15. The number of 
colonies expected to be operated this upcoming season in the same area 
is estimated at least 51, up from about 10 two years ago.

One of my project’s goals is to establish economic models in two 
rural communities to demonstrate that community effort and 
cooperation in a small sca le beekeeping project can have profitab le 
results. The final analysis is a season or two away but I feel there will 
be success.

In addition to the economic models I am writing a hands-on 
Alaskan beekeeping manual, training beekeepers in rural areas, and 
researching the indoor overwintering of honey bee colonies. The purpose 
of the program is to benefit rural Alaskans in small communities 
looking fo r ecologically sound cottage industries. My efforts w ou ld  not 
have come about without the moral support of members of the 
beekeeping community and the financial support of ASTF.



Money from ASTF has allowed me to leverage funds from other 
agencies to help expand the beekeeping industry in the State. I received 
a mini: innovation g ran t through DCRA to buy community honey 
extracting equipment for the Delta region. Members on the  selection 
committee for the proposal evidently saw the merits o f the small scale 
project as it was awarded a 97 out of 100 possible po in ts on their 
rating scale. I have submitted a proposal to USDA Forest Service Rural 
Development program to assist the beekeepers in the Ne.iana region in 
much the same manner as the Delta project. I hope it is obvious to the 
members of the comm ittee the rural impact of this p ro jec t and that 
parallel development of agriculture and beekeeping is a requirement of 
Mother Nature.

I can almost hear grousings about beekeeping in the  arctic regions 
of the State from our northernmost members. Sure, beekeeping is not 
suited for every geographic area of the State- neither is oil 
development. However, the mission of the ASTF is ne ithe r to drill for 
oil in every village o r turn us all into beekeepers. It is to  transfer 
technology and u tilize  research for the benefit of all S ta te  residents. A 
significant contribution to the health and waste disposal problem faced 
in a good portion of the State is resulting from another ASTF grant- the 
AlasCan composting and greywater system.

In HB#2.22 one of the areas slated for funding is community 
laundry facilities. Are you going to dump thousands more gallons of 
phosphate laden wash  water into the effectively dysfunctiona l utility 
systems? ASTF and the  US DOE have recognized the potentia l impact of 
Clint Elstun's composting to ilet and greywater treatment system and 
seen fit to fund it. I would hope the members of the leg islature have 
th j  same vision and w ill resist the urge to raid the ASTF endowment 
far such a short term  and short sighted project.

In closing I wou ld  like to point out one often overlooked aspect of 
ASTF to the committee members. When we hear "Science and 
Technology", we con ju re  up menial pictures which range from wild 
haired scientists sporting white lab coats and chuckling maniacally 
over bubbling test tubes to the sprawling techno cities o f California's 
Silicon Valiey. My personal experience plus meeting w ith other 
successful grantees demonstrates that ASTF money is no t going to



ivory tower "egg-heads” as many would suspect. Instead it is going to a 
cross section of Alaskans with an idea and a dream regardless of their 
educational or professional background (please note- I am in no way 
inferring the money is going to incompetent people- just that lack of 
"professional” credential: no reason to deny funding). Fishermen who
have a better idea, farmers who want to experiment with a different
feed, inventors with a better toilet, prospectors with a gold recovery
idea, laborers turned beekeeper and desiring to share the experience,
are examples of the "guy next door" recipients of funding. ASTF is not
funding dog powered washing machines nor will it fund "secret 
extension cords” which plug into the Northern Lights. Take a very good 
look a t the proposals funded, every one o f them has or will make a 
difference to Alaska. Someone from your village may have the next 
"Good Idea!” Thank you for your time and I again urge you to leave ASTF 
to benefit all Alaskan for a long time to come.

Sincerely yours, 
Stephen F. Petersen
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3111 C STREET, SUITE 455 
ANCHORAGE, ALASKA 99503 

(907)561-7628

A L A S K A  S T A T E  H O U S E CHAIR 
RULES COMMITTEE

WHILE IN SESSION 
P.O. BOX V 

JUNEAU, ALASKA 99811 
(907) 465-3704

SPECIAL COMMITTEE ON INTERNATIONAL 
TRADE & TOURISM

LEGISLATIVE COUNCIL

JUDICIARY

R E P R E S E N T A T I V E  J O H N N Y  E L L I SMEMORANDUM
TO: R e p .  J e r r y  M a c k ie ,  C h a i r ,  a n d  M embers  o f  t h e

C om m un ity  and  R e g i o n a l  A f f a i r s  C o m m it te e
FROM R e p .  J o h n n y  E l l i
RE HB 2 2 3
DATE: May 6 ,  1 9 9 1

* * * * * * * * * * * * * * * * * * * * *

T h a n k  y o u  f o r  a g a i n  c o n s i d e r i n g  HB 2 2 3 ,  r e g a r d i n g  p r o j e c t  
l a b o r  a g r e e m e n t s .  P l e a s e  c o n s i d e r  a d o p t i n g  t h e  b l a n k  
c o m m i t t e e  s u b s t i t u t e  (C r a m e r  4 / 1 0 / 9 1 )  a s  i t  i n c o r p o r a t e s  
s e v e r a l  c h a n g e s  s u g g e s t e d  i n  t h e  l a s t  c o m m i t t e e  h e a r i n g .
T h e s e  c h a n g e s  i n c l u d e :

1 )  T he  CS re m o v e s  PLAs f r o m  u n d e r  t h e  a u t h o r i t y  o f  t h e  
P u b l i c  E m p lo ym en t  R e l a t i o n s  A c t  ( P E R A ) , t h u s  n e g a t i n g  t h e  
$ 1 3 1 , 8 0 0  f i s c a l  n o t e  f r o m  t h e  D e p a r tm e n t  o f  L a b o r .

2 )  I t  s t a t e s  t h a t  PLAs w o u ld  n o t  a p p l y  t o  w o r k  c u r r e n t l y  
o r  t r a d i t i o n a l l y  p e r f o rm e d  b y  g o v e r n m e n t a l  e m p lo y e e s  s u c h  a s  
m a in t e n a n c e  e m p lo y e e s .

3 )  A dds a  s u n s e t  d a t e  o f  J a n u a r y  1 ,  1 9 9 5 .

• T he  l a s t  c o m m i t t e e  h e a r i n g  a l s o  d e m o n s t r a t e d  t h a t  t h e r e  
i s  a  g r e a t  d e a l  o f  m i s u n d e r s t a n d i n g  a b o u t  t h i s  b i l l .  I  n e e d  
t o  r e - e m p h a s i z e  t h e  f o l l o w i n g  p o i n t s :

1 )  T h i s  b i l l  m akes  i t  a n  o p t i o n  f o r  t h e  s t a t e  a n d  
m u n i c i p a l i t i e s ,  t h e r e  i s  n o  r e q u i r e m e n t .  I  w o u ld  h o p e  t h e y  
w o u ld  o n l y  e n t e r  i n t o  PLAs i f  i t  s a v e d  m on ey .

2 )  U n i o n  a n d  n o n - u n i o n  c o n t r a c t o r s  h a v e  e x a c t l y  t h e  same 
o p p o r t u n i t i e s  t o  b i d  on  a PLA p r o j e c t s  u n d e r  t h i s  b i l l .  
C o m p e t i t i v e  b i d d i n g  i s  n o t  r e d u c e d ,  a l l  c o n t r a c t o r s  w i l l  
s im p l y  know  a h e a d  o f  t im e  t h e  wage s c a l e s  r e q u i r e d  t o  b e  p a i d .

I  r e m a i n  c o m m i t t e d  t o  t h i s  b i l l  b e c a u s e  I  b e l i e v e  i t  i s  a 
c o n s t i t u t i o n a l l y  d e f e n s i b l e  m eans o f  p r o m o t i n g  l o c a l  h i r e , and  
b e c a u s e  i t  i s  a  m eans o f  r e d u c i n g  c o s t s  o f  p u b l i c  c o n s t r u c t i o n  
p r o j e c t s .  I  e n c o u r a g e  y o u r  f a v o r a b l e  c o n s i d e r a t i o n .

* * * * * * * * * * * * * * * * * * * * *



' j j  TOM FINK.
/ MAYOR

V ANCHORAGE, ALASKA 99519-6650 
A (907) 343-4425

P .O . B O X  1 9 6 6 5 0

DEPARTMENT OF EMPLOYEE RELATION*

April 3, 1991

To Whom It May Concern:

The Municipality of Anchorage is opposed to Senate Bill No. 95 that 
is "An Act relating to agreements between a labor organization and 
a public employer."

I. Thi3 Bill conflicts with the philosophy embodied in Article
II, Section II of the Anchorage Home Rule Charter which guarantees 
"The right - whether as a contractor, as a taxpayer, or both - to 
competitive bidding for goods and services furnished to the 
Municipality, subject only to exceptions established by ordinance."

2. According to the Bill, employers and unions through their 
labor contract would be allowed to prohibit the employer from doing 
business with other employers on construction or maintenance 
contracts. This could result in the restraint of trade in that it 
would provide statutory authority for third party boycotts whereby 
an employer could be prohibited from doing business with a firm 
because it was not signatory to a labor agreement or because the 
employer was engaged in a work stoppage with a labor organization.

3. The Municipality does not believe that it should encourage the 
types of activities that the Bill would invite because they would 
be contrary to the best interests of the public.

In conclusion, the Bill appears to have serious flaws pertaining to 
the principles of free trade and the right to do business within 
the context of the competitive process.

Sincerely,

Reasons:

Employee Relations Director

a:sb-95



g l a t f f e a  £§> ta l te  l e g i s l a t u r e  
J ^ o u s f e  o f  & e p r e S e n t a t t e

3111 C  Street 
Anchorage, Alaska 99503 

(907) 561-2032

I N T E R I M

P.O. Box V 
Juneau, Alaska 99811 

(907) 465-2995

S E S S I O N

E e p r e S c n t a t i b e  © a b c  C l j o q u c t t c

May 6 ,  1 9 9 1

T o :  R e p r e s e n t a t i v e  J e r r y  M a c k ie
C h a i r ,  C om m un ity  a n d  R e g i o n a l  A f f a i r s  
C o m m i t t e e

F ro m :  R e p r e s e n t a t i v e  D a v e  C h o q u e t t e
R e :  HB223  a n d  S B 9 5 ,  a c t s  p e r m i t t i n g  t h e  s t a t e  o r  p o l i t i c a l

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

T h a n k  y o u  f o r  t h i s  o p p o r t u n i t y  t o  comment o n  c o m p a n io n  b i l l s  HB 
2 2 3 ,  and  SB 9 5 ,  b i l l s  w h ic h  a u t h o r i z e  p r e h i r e  a g r e e m e n t s  b e tw e e n  
t h e  s t a t e  a n d  l a b o r  o r g a n i z a t i o n s  f o r  p u b l i c  c o n s t r u c t i o n  p r o j e c t s .

N um e rou s  l e g a l  a n d  p r a c t i c a l  d i f f i c u l t i e s  e x i s t  w i t h  b o t h  o f  t h e s e  
b i l l s .  I n c l u d e d  among th em  i s  w h e t h e r  t h e  b i l l  r e a l l y  w i l l  r e s u l t  
i n  l o c a l  h i r e  t h a t  i s  n o t  s u b j e c t  t o  c o n s t i t u t i o n a l  c h a l l e n g e .
HB223  an d  S B 95  a r e  s u b s t a n t i v e l y  a l i k e  on  t h e i r  m e r i t s .  T h e y  
a u t h o r i z e  p r e h i r e  a g r e e m e n t s  b e tw e e n  t h e  s t a t e  a n d  u n i o n s  i n  o r d e r  
t o  s t r u c t u r e  l a b o r  r e l a t i o n s  on  c o n s t r u c t i o n  p r o j e c t s .  T h e s e  
a g r e e m e n t s  m ay : a d d r e s s  w a g e s ,  h o u r s ,  a n d  t e rm s  o f  e m p lo y m e n t ;
r e q u i r e  c o n t r a c t o r s  aw a rd e d  a  c o n s t r u c t i o n  b i d  t o  a c c e p t  e m p lo y e e  
r e f e r r a l s  f r o m  l a b o r  o r g a n i z a t i o n s ;  p r o v i d e  f o r  e m p lo y e e  r e f e r r a l s  
b a s e d  on  e x p e r i e n c e ,  s e n i o r i t y ,  a n d  l e n g t h  o f  s e r v i c e  i n  a  s p e c i f i c  
g e o g r a p h i c  a r e a  ( o n e  q u a l i f i c a t i o n  t h a t  c o u l d  a f f e c t  l o c a l  h i r e ) ; 
a n d  a l l o w  t h e  u n i o n  a n d  s t a t e  t o  a g r e e  t o  r e f r a i n  f r o m  h a n d l i n g ,  
u s i n g  s e l l i n g ,  t r a n s p o r t i n g ,  o r  d o i n g  b u s i n e s s  w i t h  a s p e c i f i c  
c o n t r a c t o r  o r  s u b c o n t r a c t o r  ( t h e  h o t  c a r g o  p r o v i s i o n ^
I  t h i n k  w i t h o u t  a  d o u b t  t h a t ,  i f  p a s s e d ,  b o t h  o f  t h e s e  b i l l s  w o u ld *  
b e  s u b j e c t  t o  n u m e ro u s  l a w s u i t s .  W h i l e  e f f o r t s  h a v e  b e e n  made 
t h r o u g h o u t  t h e  c o m m i t t e e  p r o c e s s  t o  r e m o v e  t h e  l e g a l  a m b i g u i t y ,

*  *



s u b s t a n t i a l  l e g a l  i s s u e s  s t i l l  r e m a i n .  F i r s t ,  d o u b t  s t i l l  e x i s t s  
a s  t o  w h e t h e r  t h e  s t a t e  w i l l  b e  c o n s i d e r e d  a  p r o j e c t  o w n e r  o r  
p r o j e c t  e m p lo y e r  f o r  t h e  p u r p o s e  o f  t h e s e  p r e h i r e  a g r e e m e n t s .  The 
r e s u l t  o f  t h i s  p r o b l e m  i s  t h a t  i t  i s  u n c e r t a i n  w h e t h e r  t h i s  b i l l  
w o u ld  f a l l  u n d e r  f e d e r a l  o r  s t a t e  s t a t u t o r y  a u t h o r i t y .  S e c o n d ,  
t h e r e  i s  c o n c e r n  t h e  l e g i s l a t i o n  w o u ld  i n  e f f e c t  d i s c r i m i n a t e  
a g a i n s t  n o n - u n i o n  c o n t r a c t o r s  a n d  e m p lo y e e s .  W h i l e  t h i s  i s  n o t  a 
r i g h t  t o  w o r k  s t a t e ,  I  s t i l l  t h i n k  t h i s  c o u l d  r e s u l t  i n  a  l e g a l  
c h a l l e n g e  u n d e r  t h e  e q u a l  p r o t e c t i o n  c l a u s e  o f  t h e  S t a t e
C o n s t i t u t i o n  a n d  w o u ld  i n v o k e  E n s e r c h  l i a b i l i t y .  T h i r d ,  t h e  
p r e f e r e n c e  f o r  e m p lo y e e  h i r i n g  b a s e d  o n  l e n g t h  o f  s e r v i c e  i n  a 
s p e c i f i c  g e o g r a p h i c  a r e a  may l e a d  m u n i c i p a l i t i e s ,  b o r o u g h s ,  and  
o t h e r  s u b d i v i s i o n s  o f  s t a t e  g o v e r n m e n t  t o  a t t e m p t  t o  m ake  l o c a l  
h i r e  b i n d i n g  b y  c r e a t i n g  a  c o n t r a c t  p r o v i s i o n  w h ic h  c o m p e ls  
c o n t r a c t o r s  t o  h i r e  l o c a l l y .  T h i s  f o rm  o f  g e o g r a p h i c  p r e f e r e n c e
may n o t  b e  u n f a i r  u n d e r  l a b o r  l a w ,  b u t  i t  w o u ld  n o t  p r o t e c t  t h e
s t a t e  f r o m  c o n s t i t u t i o n a l  c h a l l e n g e  u n d e r  t h e  s t a t e ' s  e q u a l  
p r o t e c t i o n  c l a u s e  a n d  u n d e r  t h e  p r i v i l e g e s  a n d  im m u n i t i e s  c l a u s e  
o f  t h e  U . S .  C o n s t i t u t i o n .  F o u r t h ,  t h e  h o t  c a r g o  o r  b o y c o t t
p r o v i s i o n s  o f  t h e  l e g i s l a t i o n  d o  n o t  p r o v i d e  f o r  a  g r i e v a n c e
p r o c e d u r e  a l l o w i n g  " b l a c k - l i s t e d "  c o n t r a c t o r s  a n d  s u b c o n t r a c t o r s  
t o  a p p e a l  t h e i r  " b l a c k  l i s t i n g . "  T h i s  p r o v i s i o n  i s  s u b j e c t  t o  
c h a l l e n g e  a s  a  t a k i n g  w i t h o u t  d u e  p r o c e s s  o f  l a w .
I t  i s  o b v i o u s  t h a t  l e g a l  d i f f i c u l t i e s  a b o u n d .  F o r  t h i s  r e a s o n  I  
am r e t i c e n t  t o  s u p p o r t  e i t h e r  o r  t h e s e ,  b i l l s .  A d d i t i o n a l l y ,  I  h a v e  
g r a v e  c o n c e r n s  a b o u t  t h e  p u b l i c  p o l i c y  t h e s e  b i l l s  a d v a n c e .  Tc 
b e g i n ,  i f  t h e  s t a t e  i s  c o n s i d e r e d  a  p r o j e c t  ow n e r  a n d  n o t  a  p r o j e c t  
e m p l o y e r ,  I  t h i n k  t h e  b i l l s  w o u ld  r e s u l t  i n  s u b s t a n t i a l
i n t e r f e r e n c e  w i t h  c o n t r a c t o r - e m p l o y e e  l a b o r  r e l a t i o n s .  I  am 
c o n c e r n e d  t h a t  t h e  h o t  c a r g o  o r  b o y c o t t  p r o v i s i o n s  w o u ld  r e s t r a i n
f r e e  t r a d e  a n d  h a rm  A l a s k a ' s  e c on om y  i n  t h e  e n d .  I  am d i s t r e s s e d
t h a t  i n  t h e o r y  t h e  s t a t e  may e n t e r  a  p r e h i r e  a g r e e m e n t  w i t h  a  u n i o n  
t h a t  d o e s  n o t  r e p r e s e n t  t h e  m a j o r i t y  o f  t h e  e m p lo y e e s .  And l a s t l y ,  
I  am j u s t  n o t  c e r t a i n  t h e  b i l l  w o u ld  r e s u l t  i n  t h e  l o c a l  h i r e  w h ic h  
t h e  b i l l  s p o n s o r s  a n d  l a b o r  o r g a n i z a t i o n s  p r o f e s s .  I  d o  t h i n k  i t  
w o u ld  b e  s u b j e c t  t o  l e g a l  c h a l l e n g e .  T h i s  c o n c e r n  r e l a t e s  s t r i c t l y  
t o  t h e  g e o g r a p h i c  p r e f e r e n c e  r e l a t i n g  t o  t h e  e m p lo y e e  r e f e r r a l  
s e c t i o n  o f  t h e  b i l l .  I  a l s o  m u s t  a d m i t  t o  y o u  t h a t  I  am c o n c e r n e d  
t h e  l e g i s l a t i o n  i n  p r a c t i c e  w o u ld  d i s c r i m i n a t e  a g a i n s t  A l a s k a n s  who 
c h o o s e  n o t  t o  a f f i l i a t e  t h e m s e l v e s  w i t h  a  u n i o n  o r  who l i v e  i n  a 
l o c a t i o n  d i s t a n t  f r o m  a  l o c a l  h i r i n g  h a l l ,  b u t  who h a v e  j u s t  a s  
much r i g h t  t o  l o c a l  h i r e  a s  A l a s k a n s  who a r e  u n i o n  m em be rs .
To s u m m a r i z e ,  t h e r e  a r e  j u s t  t o o  many l e g a l  a n d  p r a c t i c a l  p i t f a l l s  
w i t h  t h e  p r o j e c t  l a b o r  a g r e e m e n t  l e g i s l a t i o n  t o  g a i n  my s u p p o r t .  
My m a in  c o n c e r n s  a r e  t h a t  l o c a l  h i r e  w i l l  b e  s u b j e c t  t o  some f o rm  
o f  c o n s t i t u t i o n a l  c h a l l e n g e ,  a n d  t h a t  t h e  b i l l s  w i l l  r e s u l t  i n  t o o  
much i n t e r f e r e n c e  w i t h  t h e  p r i v a t e  s e c t o r .
As t h e  p r o j e c t  l a b o r  a g r e e m e n t s  b i l l s  now r e a d ,  t h i s  l e g i s l a t i o n  
i s  j u s t  n o t  t h e  way t o  g o  t o  p r o m o t e  A l a s k a ' s  e c on om y  a n d  t o  p u t  
A l a s k a n s  t o  w o r k .  T h e  a n sw e r  t o  l o c a l  h i r e  i s  n o t  H B 2 2 3 ,  b u t  
r a t h e r  a  s t a t e - w i d e  e f f o r t  a n d  r e c o g n i t i o n  f r o m  a l l  s e g m e n t s  o f  t h e



p r i v a t e  an d  p u b l i c  s e c t o r s  r e g a r d i n g  t h e  u t i l i z a t i o n  o f  l o c a l  g o o d s  
and  s e r v i c e s .  A t  t h i s  p o i n t ,  w i t h  d u e  r e g a r d  f o r  o u r  A l a s k a  S t a t e  
C o n s t i t u t i o n ,  I  s e r i o u s l y  d o u b t  w h e t h e r  l o c a l  h i r e  may e v e r  b e  
l e g i s l a t e d  s u c c e s s f u l l y  i n  r h i s  s t a t e .  God k n o w s ,  w e ' e  t r i e d .  
L a b o r  o r g a n i z a t i o n s  a r e  t o  b e  commended f o r  t h e i r  e f f o r t s  i n  t h i s  
a r e a .
L o c a l  h i r e  i s  n o t  a  new i s s u e  t o  me . I  s t a r t e d  t h e  c a m p a ig n  f i v e  
y e a r s  a g o  when I  was w i t h  W i l d e r  C o n s t r u c t i o n ,  a n d  t h e  b um p e r  
s t i c k e r s  y o u  s e e  a r o u n d  t h e  s t a t e  t h a t  s a y  " H i r e  A l a s k a n s ;  I t ' s  
G ood  B u s i n e s s , "  a r e  my c r e a t i o n .  L o c a l  h i r e  and  t h e  p u r c h a s e  o f  
l o c a l  g o o d s  an d  s e r v i c e s  a r e  my m a in  r e a s o n s  f o r  b e i n g  i n  t h e  
l e g i s l a t u r e .  I  w i l l  d o  a l l  I  c a n  t o  m e e t  t h e s e  e n d s ,  b u t  o n l y  i n  
way t h a t  a r e  l e g a l l y  s o u n d  and  d o  n o t  s i g n i f i c a n t l y  i n t e r f e r e  w i t h  
t h e  p r i v a t e  s e c t o r .
T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  comment o n  HB223  a n d  S B 9 5 .



F R E Q U E N T L Y  A S K E D  Q U E S T I O N S  R E G A R D I N G  
P R O J E C T  L A B O R  A G R E E M E N T S  

( H B  22 3 )

Several questions have been asked about the project labor agreements. 
I've prepared the attached information to help answer those questions you 
may have.

1. W h a t  i s  a  p r o j e c t  l a b o r  a g r e e m e n t ?

A PLA is a contract between a labor organization or labor hiring hall
and a public agency that may concern wages, working conditions, 
benefits, and other mutual obligations which has been negotiated in 
advance of letting the project out for bid. A contractor knows in 
advance what the labor costs will entail.

2 . P r o j e c t  l a b o r  a g r e e m e n t s  a r e  a l r e a d y  u s e d  b y  p u b l i c  
a g e n c i e s .  W h y  e n a c t  t h i s  l e g i s l a t i o n ?

State law is s ilent on the question of PLAs. They have been 
negotiated and used in construction projects, but are frequently the 
target of law suits despite federal law, favorable National Labor
Relations Board rulings and federal court decis ions upholding 
negotia ted p ro ject labor agreements. Enactment o f sta tu tes 
perm itting PLAs by state and/cr public agencies would settle the 
question reducing the need for costly litigation.

3 . D o e s  t h e  b i l l  m a n d a t e  u s e  o f  a  p r o j e c t  l a b o r  a g r e e m e n t  i n
a l l  p u b l i c  c o n s t r u c t i o n  p r o j e c t s ?

No. The legislation as introduced simply provides the state or local 
governm ent en tities with the option of using a p ro ject labor 
agreement.

4 . W i l l  P L A s  h e l p  c o n t r o l  p u b l i c  s p e n d i n g ?

A public agency mav decide to use a PLA in a public construction 
pro ject as part of an effort to gain greater contro l over the 
expenditure of public funds. The PLA is not mandated but provides 
public agencies another tool to consider using in the e ffo rt to 
control public spending.



5 . W h o  c a n  b e  e m p l o y e d  t h r o u g h  a  P L A ?

Anyone who qualifies for the type of labor required on the project
can be hired for the job, union or non-union.

6. W i l l  p r o j e c t  l a b o r  a g r e e m e n t s  r e s u l t  i n  h i r i n g  A l a s k a n s
r a t h e r  t h a n  o u t s i d e r s ,  f o r  j o b s  o n  A l a s k a n  p r o j e c t s ?

Yes. Use of PLAs can help ensure Alaskans are hired for public 
construction projects rather than non-residents. While the courts
have struck down Alaska hire laws, hiring halls can require in-state 
residency for those laborers they send out on a job.



L E T T E R S  O F  S U P P O R T  F O R :

H B  2 2 3  - P r o j e c t  L a b o r  A g r e e m e n t  B i l l

Attached are letters from Alaska contractors who support passage of SB 
95, Senator Rodey's companion legislation to HB 223.

You w ill note they share the same enthusiasm for P ro ject Labor 
Agreements because of several positive factors, including:

• potential project cost savings
• Alaska residency preference in hiring
• reliable and skilled scurce of workers
c success with prior project labor agreements

As we work to structure a sound, workable bill that will expand options 
for public agencies to consider when preparing public works projects, 
remember that Alaska's working men and women and many Alaskan 
contractors have successfully utilized project labor agreements.

It makes sense that public agencies should at least have the option to 
successfully employ a project labor agreement on a large scale project.
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N E W B E R Y  A L A S K A ,  I N C .
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M arch  1 1 ,  1 9 9 1

S e n a t o r  P a t  R o d e y  
P .O .  Box  V
J u n e a u ,  A l a s k a  9 8 1 1 1

D e a r  S e n a t o r  R od e y !
I t  h a s  b e en  b r o u g h t  t o  my a t t e n t i o n  t h a t  y o u  h a v e  i n t r o d u c e d  
l e g i s l a t i o n  t h a t  w ou ld  p e r m i t  s t a t e  a g e n c i e s  t o  e n t e r  i n t o  p r o j e c t  
l a b o r  a g r e e m e n t s .  I t  i s  w i t h  g r e a t  p l e a s u r e  t h a t  I  e x t e n d  t h i s  
l e t t e r  o f  s u p p o r t  f o r  S B - 9 5 .  As a l o n g  t im e  A la s k a n  c o n s t r u c t i o n  
c o n t r a c t o r ,  I  b e l i e v e  p r o j e c t  l a b o r  a g r e e m e n t s  c an  n o t  o n l y  b r i n g  
a b o u t  c o s t  s a v i n g s ,  b u t  a s s u r e  l o c a l  h i r e  o f  A l a s k a n ' s .  I t  i s  a 
p r o v e n  f a c t  t h a t  u n i o n  h i r i n g  h a l l ' s  s t r i c t l y  e n f o r c e  r e s i d e n c e  
p r e f e r e n c e  when s c r e e n i n g  f o r  d i s p a t c h ,  and  c an  e n s u r e  a r e l i a b l e  
and  s k i l l e d  s o u r c e  o f  l a b o r  t o  m ee t  t h e  n e e d s  o f  a p r o j e c t .
N ew be ry  A l a s k a ,  I n c .  h a s  p e r f o rm e d  a num be r o f  p r o j e c t s  o v e r  t h e  
y e a r s  u n d e r  p r o j e c t  a g r e e m e n t s  i n c l u d i n g  t h e  A n c h o r a g e - F a i r b a n k s  
I n t e r t i e ,  t h e  Red Dog M in e ,  and  t h e  B r a d l e y  L a k e  H y d r o e l e c t r i c  
P r o j e c t  T r a n s m i s s i o n  L i n e .  The l a t t e r  p r o j e c t  was f i n i s h e d  f i v e  
m on th s  e a r l y  a l l o w i n g  c o n s t r u c t i o n  p ow e r  t o  be b a c k f e d  t o  t h e  P ow e r  
H ouse  s i t e ,  w h ic h  a l l o w e d  t h e  A l a s k a  E n e r g y  A u t h o r i t y  t o  a b and on  
d i e s e l  g e n e r a t i n g  f a c i l i t i e s  a t  t h e  s i t e ,  and p r o v i d i n g  e c o n om ic  
c o m m e r c i a l  p ow e r  f o r  t h e  c o m p l e t i o n  o f  c o n s t r u c t i o n  a t  t h i s  
im p o r t a n t  f a c i l i t y .
A u n i o n  p r o j e c t  l a b o r  a g r e e m e n t  c an  c o n t a i n  s p e c i a l  wage r a t e s ,  
o v e r t im e  p r o v i s i o n s  and w o r k in g  c o n d i t i o n s  w h ic h  w i l l  b e n e f i t  a 
p r o j e c t  o f  a n y  m a g n i tu d e  and w i l l  g i v e  a l l  i n t e r e s t e d  c o n t r a c t o r s  
l e v e l  p l a y i n g  f i e l d  t o  w o rk  f r o m  and  w i l l  e n s u r e  t h a t  a w o rk  f o r c e  
i s  a v a i l a b l e  t o  m ee t  c o n s t r u c t i o n  n e e d s .
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REPly to. A n ch o ra g e  O f f i c e  

REFERENCE
March 11, 1991

The Honorable Pat Rodey 

P. 0. Cox V 

Juneau, AK 99S11

Dear Senator Rodey:

This letter is for support of S3-95, a u t h o r i n g  State agencies to enter into project 

labor agreements (PLA's) such as private industry now does.

City Electric, Inc. has been an Alaskan business since 1946, We have seen many 

successful PLS's used over the years. Wc endcr.se FLA's since we believe they will 

control costs and help maintain a reliable future wo r k  force for the State of Alaska,

Very truly yours,

P. L. Pdythress 

President
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Electric, Inc.
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2 6 0 9  A  S T R E E T  

A N C H O R A G E ,  A L A S K A  9 9 5 0 3  

P H O N E  ( 9 0 7 )  2 7 7 - 1  4 3 1

M arch  0 8 ,  1 9 9 1

S e n a t o r  P a t  R o d e y  
P 0  B o x  V 
J u n e a u ,  AK 9 9 | 1 1
S u b j e c t :  S B - 9 5  -  P r o j e c t  L a b o r  A g re em en t  

D e a r  S e n a t o r  R o d e y :

I  h a v e  j u s t  r e a d  t h e  w o rk  d r a f t  o f  s u b j e c t  b i l l  and  y o u r  

2 / 2 0 / 9 1  memorandum . I  am v e r y  much i n  f a v o r  o f  t h i s  b i l l  
a nd  s i n c e r e l y  h o p e  t h a t  y o u  c an  g e t  i t  e n a c t e d  i n t o  la w .

K e ep  up t h e  g o od  w o rk .

V e r y  t r u l y  y o u r s ,
ELECTR IC , INC

/•
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T E L E P H O N E  

<907) *561-1270 *>5arch 8 , 1991

Sena to r P a t  Rodey 
P .O . Box V 
Juneau, A la ska  99811

Dear Sena to r Rodey:
I t ' s  been b rought t o  ray a t t e n t i o n  t h a t  y ou 'v e  in t roduced  SB-95 a u th o r i z in g  

S ta te  agenc ies t o  e n te r  i n t o  p r o j e c t  la b o r  agreements .
As a  long tim e c o n t r a c to r  i n  A laska , I  see many b e n e f i t s  t o  such agreements. 

F i r s t  o f  a l l ,  such agreements can ensu re a r e l i a b l e  sou rce  o f  la b o r  i s  a v a i l a b le  
to  meet the  needs o f  a p r o je c t .  Th is  i s  c r i t i c a l  t o  impacting the  c o s t  o f  any 
p r o je c t .

I  know one th in g  about c o n s t ru c t io n ,  and t h a t  i s  th e  c o s t  t o  a p r o je c t  when 
d e la y s  occu r due t o  la b o r  sho rtages  o r  d i s r u p t io n  i s  e x t rem e ly  h igh ,

A un ion  p r o j e c t  l a b o r  agreement can c on ta in  s p e c i a l  wage r a t e s ,  ove rt im e 
p ro v is io n s  and working c on d i t io n s  which w i l l  b e n e f i t  a  p r o j e c t  o f  any magnitude. 
Q u ite  c a n d id ly ,  from  a p r o je c t  ov/ner's p e rsp e c t iv e ,  the  key  t o  any p r o j e c t  l i e s  
i n  en su r ing  the  p r o je c t  i s  completed cn a  t im e ly  b a s i s ,  thus reduc ing  f in an c in g  
c o s t s .  Th is  i n  i t s e l f  may mean m i l l i o n s  t o  the S t a t e  o f  A la ska  i n  s av in g s .
Thanks f o r  y ou r e f f o r t s  i n  t h i s  a re a .

S in c e r e ly

Ed S chende r l in e
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Dear Senator Rodey:
It is with great pleasure that I extend this letter of support for SB-95, authorizing 

state agencies to enter into project labor agreements.
My company has been doing business in Alaska for over /s~~ years and has 

seen the benefits to such agreements on projects in Alaska. When we bid work on such 
projects, we are assured that a reliable skilled source of workers will be available to man 
the work. We also have seen cost savings included in such projects in the form of 
overtime, travel time, and grievance procedures. And on some projects seen no strike 
provisions negotiated, which is really important to maintaining a stable workforce.

One of the major factors to a project of any size, is the ability of the project to 
follow a critical path method (CPM) of construction. As with all projects, following a strict 
CPM can, and will, have an impact on project costs. Construction projects are not bid 
on an exact science basis, but when you can be assured of a reliable skilled source of 
labor and maintaining a construction cadence as a part of the project, your bids will reflect 
these cost savings. The bottom line being that construction delays cost money and on 
any given project these delays can amount to millions of dollars which can be minimized 
by a good project labor agreement.

It seems to me that the option of a project labor agreement on State projects 
makes as good a sense as it does on private funded projects.

This practice has been used in the private sector for years and for the same 
reasons being used by the public sector. It’s about time the State started looking at their 
projects the same way the private sector does.

Sincerely,

/ / s y  ^


