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ALASKA MINERS ASSOCIATION, INC.

Given an industry with these <characteristics and boards of
directors intimately concerned with the profitability of each
operation, the question becomes: How can local or state tax
assessors or their staffs even begin to determine the value of a
mineral deposit when these companies have such difficulties
determining the value?

The second major problem with the taxation of minerals in place is
that it discourages exploration in two ways. First, it discourages
exploration in any jurisdiction that utilizes a scheme of in place
minerals taxation, and second, it discourages exploration even if
in place taxation 1is on the books but not being used. It will
discourage exploration of areas where 1little 1is currently known
(grass roocs exploration) and it will discourage a company from
fully evaluating deposits that are already well defined or are
already in production. In this 1instance the tax would discourage
the most efficient management of the mine.

Mining companies and financial institutions that 1loan to them
typically have a checklist of items that they consider at each step
in their search for new mines. Before a company begins more than
a cursorv review of mineral prospects in Alaska, they will compare
Alaska to the other states, provinces and countries where they may

wish to 1invest their exploration dollars. The items on the
checklist will include - regulations, regulatory stability, types
of taxes, existing tax levels, tax stability, fiscal stability of
the state or country that may affect taxes, etc. The checklist

will also address political stability, labor force availability,
labor force attitudes, and operating cost considerations.

These 1items are reviewed before approval 1is given to spend money
in a particular state or country. The exploration business 1is one
of finding 1likely exploration targets and developing sufficient
information to determine if that target can ever become a mine.
This process requires many years. For Greens Creek, the largest
silver mine 1in North America, it took 17 years from the 1initial
discovery until Ffirst production. For Red Dog, the largest zxnc
deposit in the world, it took 21 years from initial discovery until
first production. For Diamond-Chuitna Coal Co., it has thus far
taken 14 years and the first ton of coal has yet to be mined and
sold.

IfT an in place tax had been charged on these minerals before they
were mined, there 1is a high likelihood that no mining would ever
have taken place. The cost burden in the early years of a project
and the uncertainty as to how long this ongoing cost burden would
continue before the mine could start would have been a significant
argument against continuing exploration.
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Eacn year a mining company re-evaluates the various projects around
the world where it can 1invest its exploration dollars. Within
overall corporate objectives, each prospect/project will compete
with every other project for funding for the next year. Each year
the checklist comes out and further investment 1is weighed against
the results of this year®s exploration findings ard any changes to

the regulatory, tax, political, etc climates. A project in Alaska
will have to compete for funding with prospects in Mexico, Bolivia,
Indonesia, USSR, etc. If the Alaskan project carries with it a tax

on in place minerals, that project will be at a disadvantage.

Because of the lack of transportation infrastructure in Alaska, it
is simply more expensive to conduct minerals exploration and
develop and operate a mine here than 1in many other places of the
world. In place taxation, and the scary prospect of being taxed
on a resource before it is economic, is just one more disincentive
to doing business in Alaska.

Alaska is already at a severe disadvantage for a variety of

reasons. These include the cost of operating in the north and the
lack of infrastructure. They also include the Tfact that most
mining companies have, at least up until the past two years, seen
Alaska as a bad place to do business. They have seen Alaska as a
place where they will be harassed by all winner of preservationist
groups that have claimed Alaska as theiX¥ big park. They have

watched as the state has milked the oil 1industry at every turn.
They have watched some past state administrations thumb their nose
at mining and even target mining companies for,harassment.

Because of these and many other factors, there are now only five

mines in the entire state with more than 100 employees. From World
War 11 until 1989 when Greens Creek and Red Dog began operation
there had been effectively no hard rock mining in the State of
Alaska. There are 3000 coal mines in the U.S. and in spite of the
fact that Alaska has as much coal as the other states combined,
there 1is only one operating coal mine in Alaska. We are, however,

now seeing many companies return to look for minerals in Alaska.
It is as if Greens Creek and Red Dog have shown the world that it
is possible to start a major mine in Alaska. This notion had been
in question for many years. Taxation of minerals in place will act
to negate the positive changes that have occurred.

A third fact to consider 1is that taxation of minerals in place is
an additional burden on local communities that are already
struggling to encourage creation of new jobs and expand their real

property tax base. For much of Alaska the only opportunity for
economic development and creation of new lobs is through
development of the mineral resources. Many parts of the state do
not have timber or fish or oil. The only opportunity 1in those
areas for good-paying, skilled, close-to-home, year-around jobs 1is
the development of the minerals. It should also be noted that on

a nation-wide average, mining Jjobs are higher paying than
comparable jobs in other industries.
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If in place minerals are taxed, Jlocal communities will be hurt
without even knowing it. Many of the mining companies that have
the expertise to find and develop the minerals will not even go ou-
in Alaska to look for new mines. They will not be there to provide

exploration jobs in the early years of a project nor will they be
there to provide mine operating jobs and long term employment.

During the meeting here in Anchorage, State Assessor Mr. Mike
Worley descrii.ed the assessment of value as a combination of many

factors. He described this as the value of the facilities and
improvements along with the value of a particular piece of Iland
based on its location or setting. The value of an undeveloped lot
therefore includes the potential value of the lot for the highest
and best use to which it could be placed. A fourth major problem
with 1in place taxation 1is therefore: How will the value of the
non-tangible natural resources that exist due to location or
setting be determined? For the 1lot 1in town, this non-tangible

value is determined and it will have to be determined for all areas
of the state.

For example, how will "wilderness character" be valued? This 1is
clearly a natural resource that is in place and it too will nave
to be taxed. What 1is the value of "wilderness character”™ for a
remote area where one can see wildlife on a consistent basis?
What is the increased value of a parcel of land that has a fabulous
view of Mt. McKinley or Mt. Saint Elias? Those sites have a
natural resource value based on their location just as the lot in
town has a value based on its location.

This 1is an "opportunity value™ that exists for many different
resources. A tremendous opportunity may exist if a lodge were to
be constructed and marketed for European or Japanese customers at
$5000 per week. Until that 1lodge is built and has dtveloped its
niche 1in the market it will be 1impossible to determine what that
opportunity value really is. It will be easier to calculate tor
lodges and resorts that are already in operation and are
benefitting from the opportunity value of the natural resources
around them.

Mr. Worley also discussed several tax policy considerations. These
included fairness between taxpayers and fairness between
municipalities. If natural resources are to be taxed in place and
taxation 1is to be fair, all areas of the state will be subject to
taxation of their scenic values, wilderness character, wilderness
proximity, and other such resource values.



ALASKA MINERS ASSOCIATION, INC.

What about hunting and fishing lodges? What about 1lodges that
focus on hiking or mountain climbing? These often occupy and
utilize the most beautiful parts of the state. They will be
subject to taxation of the resources they utilize even if the
resources are not consumed, just as in the case of minerals that
are not extracted from the ground. Of course it could be argued
that the hunting and fishing lodges do indeed consume some of the

resources.

In a similar vein, a Tfifth problem with taxation of natural
resources in place involves how will the fish resources “vailab e
to fishing sites be taxed? The Ffish areclearly a natural
resource. The "lot”” where the fish site 1is located Las a
measurable market value but it also has an "opportunity value"™ by
virtue of the fish that pass the site. If the fisherman is

diligent and fishes every minute of every opening he will likely
have a greater profit that if he fishes only the best or raout
convenient openings. What then 1is the basis for taxing the 1in
place resource that is available to him?

A sixth problem 1is whether or not it would be cost effective to

attempt taxation of 1in place resources. The above examples show
some of "he difficulties that will be encountered. What will be
the cost of assessing the in place resource values for fish,

timber, wilderness character, scenic views, lodges, and minerals?
The direct financial costs to the municipalities and the state will
be very high as will the indirect costs that will result.

The direct costs are nota one time charge either. Value
assessment of in placeresources will in many instances require a
yearly re-evaluation. Fish resources available to the fisherman
will vary from year to year as will the cost of operation and the
price that he can get for the resource. From a minerals standpoint
the "value" of ore deposits also change each year. Some ore 1is
mined (hopefully), additional drilling may add to the ore reserves,
changes 1in the metallurgy of the ore being mined (the di~-"culty

of removing the metal from the rock)may increase cost other
factors may increase costs, and the prices received for t b \etals
will always fluctuate. Each of these <changes means * the

"value™ of the minerals in place will change.

The 1issue of annual re-evaluation should be a concern. | believe
Arizona 1is one of only two states that still attempts tc tax ore
reserves in place. I talked with mining 1industry officials there
and learned that in Arizona there are five major mining companies
that have 14 operating properties with copper and gold being the
primary commodities produced. The assessed value of the ore
reserves are re-evaluated each year based on metal ©prices,
operating costs and profits and the process is a very strenuous one
for all concerned.
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The indirect costs will include disagreements between the lodges,
fishermen, loggers, miners, etc. seeking to operate, and the
municipalities. Arguments and discontent between these groups and
the municipalities would become a very divisive factor for the
communities. We need only look at the problemsthat arise right
now when assessors seek to place a value on real property that can
be seen, touched and measured. Therefore, what will it be like to
value resources that cannot be seen, touched or measured?

A seventh problem will arise when a company that has been taxed
for several years on the in place natural resources decides that
the project is not economic and asks for reimbursement of the taxes
that had been paid. This could be a lodge developer that sees his
potential market change or it could be a mining company that
concludes that the metallurgy of the ore 1is too complex and costly
for a mine to be profitable.

The above points show the extreme difficulty of in place taxation
of resources. For some resources the valuation process (assessing)
is more difficult than for other resources. Considering minerals,
it is nearly impossible for these to be valued for taxation and if
they are taxed the ultimate effect will be 1less exploration 1in
Alaska and there will be fewer jobs generated.

In considering taxation of in place resources, all of these
resources will have to be valued and taxed. This would be a
herculean task. We therefore urge you to provide the State
Legislature a recommendation that the statute {>e changed to exempt
all resources in place from taxation.

Sincerely,

Steven C. Borell, P.E.
Executive Director
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Offered: A/26/90 6-0723J
Referred: Rules

Original sponsor(s): REP. MACLEAN, Cato, Zawacki

IN THE HOUSE BY THE C&RA COMMITTEE
SENATE CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 159 (C&RA)
IN THE LEGISLATURE OF THE STATE OF Au-ska
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an exemption from municipal
property taxation for natural resources in place; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. It is the primary purpose of the legislature in
providing for a temporary tax exemption for natural resources in place to
gain the time necessary for an orderly and comprehensive study of the
issues relating to exempting natural resources in place from municipal
property taxation.

* Sec. 2. TEMPORARY TAX EXEMPTION. Natural resources in place, includ-
ing proven or unproven mineral and other deposits of valuable materials and
timber stumpage, are exempt from property taxation by a municipality.

* Sec. 3. STUDY AND REPORT. (a)  The Department of Community and
Regional Affairs shall study and compare ;he potential effects of various
natural resource taxation options including

(1) total exemption from municipal property taxation for natural
resources m place;

(2) partial exemption from municipal property taxation for
natural resources in place;

(3) no exemption from municipal property taxation for natural
resources in place;

(A) total or partial exemption from municipal property taxation
for natural resources in place at the option of each municipality;

(5) taxation of natural resources in place by municipalities

HB0159d -1- SCS SSHB 159(C&RA)



-~ O [& 3 BENEY LW N

[0}

10
11

12

13
14
15
16
17
18
19

other than property taxation for purposes of determining vihether a perma-
nent exemption from property taxation is the most desirable approach.

(b) The Department of Community and Regional Affairs shall select
representatives of municipalities and of unincorporated communities in
boroughs and in the unorganized borough to advise in the design and exe-
cution of the study under (a) of this section. The Department of Community
and Regional Affairs shall conduct the study in conceit with the Department
of Revenue and with the Alaska Municipal League. The study must include
consideration of

(1) tax treatment by other states of natural resources in place;

(2) the point in time that natural resources Jn place acquire a
value for tax purposes; and

(3) methods for determining the value of natural resources in
place that may be applied on a uniform basis in all municipalities.

(c) By January 15, 1992, the Department of Community and Regional
Affairs shall report to the legislature its findings and recommendations
regarding municipal property taxation of natural resources in place.

* Sec. 4. This Act is repealed July 1, 1992,
* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

SCS SSHB 15*rc*"RA) -2- HB0159d



WALTER J. HICKEL, GOVERNOR

[
DEPARTMENT OF NATURAL RESOURCES / aoowillouchhy avenue
/ JUNEAU,&)%A%%%_%E%)].-N%
OFFICE OF THE COMMISSIONER | T R T AR AT

January 22, 1992

The Honorable Jerry Mackie, Chair

House Community and Regional Affairs Committee
P.0. Box V

Juneau, AK 99811

Dear Representative Mackie:

Subject: HB 366, HB 373, which relate to an exemption from
municipal property taxation for natural resources in place.

Position: Although these bills do not directly affect the
Department of Natural Resources, we offer our support for the
taxation policy they establish.

Background: The valuation of natural resources in place is an
extremely difficult and costly task to accomplish, and the results
are rarely acceptable to all involved parties. Resource development
depends as much on markets, timing, and location as it does on the
resource itself. Not exempting natural resources in place from
municipal property taxation could further discourage natural
resource development in Alaska and depress the price the state
receives when offering its resources for sale.

In addition, not exempting natural resources in place from property
taxation would raise the value of property within municipalities
which, 1in turn, would negatively affect state education foundation
aid and revenue sharing monies municipalities are eligible to
receive.

Recommendation: Consider the report on taxation of natural
resources in place prepared by the Department of Community and
Regional Affairs, and adopt its recommendations.

Sincerely,

cc: Representative Cherie Davis
Representative Eileen MaclLean
Committee Members
Paul Fuhs, Legislative Liaison, Office of the Governor
Edgar Blatchford, Commissioner, Department of Community and
Regional Affairs

10-0H



HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE
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SPONSOR STATEMENT BY REP EILEEN P. MACLEAN

FOR HB 373 - RELATING TO AN EXEMPTION FROM
MUNICIPAL PROPERTY TAXATION FOR NATURAL
RESOURCES IN PLACE

/hank you, Mr. Chairman. The purpose of HB 373 is to place a
permanent exemption into statutes to exclude the value of
resources in place from municipal taxation. This bill is necessary
because taxation I'l in-place resources is implied by law but has
never been implemented. Alaska statutes exempt certain Kkinds
of property from in-place resource taxation, such as oil and gas
properties, but is silent as to other types of resources, such as
mineral and timber. An AG opinion written m 1988, and
enclosed in your back-up, stated that the value of in place
resources should properly be included in the assessed values of
municipalities. The State Assessor raised the issue in 1989 and
asked the legislature to clarify the statutes by either clearly
requiring that resources in place be taxable, or to exempt them
altogether. Common prcotice in the state had been to exclude
the value of resources in place because it is technically
impractical to value mineral bodies under ground. Although
large deposits of resources may exist, they often cannot be
developed at a profit. It is difficult, if not impossible, to predict

whether or not a resource will ever be economically developed.



In 1989, | sponsored HB 159, which enacted a two year
temporary exemption, to allow the Department of Community
and Regional Affairs time to study issues of taxing resources in
place. HB 159 defined resources in place as "“proven or
unproven mineral and other deposits of valuable materials". A
report was due to the legislature by January 15, 1992

The DCRA report included in your back-up concludes on page 17,
that "unless the Legislature totally exempts natural resources in
place from local taxation during this session, a state of contusion
will ensue for the municipalities, the State Assessor's Office and
resource industries.  There ib a statewide consensus that the
Legislature should adopt an amendment to AS 29.45.030 totally
exempting natural resources in place from local property
taxation".

HB 373 will make permanent the temporary exemption enacted
in 1989 and removes an ambiguous and impractical requirement
from the statutes. The passage of H3 373 does not preclude any
other taxing options after extraction or development, it only
prevents in place resources from being taxed while in their
natural state, and removes a substantial negative incentive for all
types of mineral development.

For the record, | would like to state that the definition of natural
resources in place includes sand and gravel materials. A
question arose yesterday in the Senate C&RA committee about



the sand and gravel issue. | have been informed by the Legal
Services Division that sand and gravel is already included in the
existing definition of resources in place as "other proven and
unproven deposits of valuable materials”.

The Alaska Municipal League supports this legislation.  Your
back-up includes a copy of the resolution passed at the AML
Conference in November, the DCRA final report and position
paper, a copy of HB 159, a 1988 AG opinion on the taxation of in
place resources, a comment paper by the Alaska Miner’s
Association, and a Legislative Digest analysis of the issue.

| fully support the technical amendment submitted by the
department.  There is one other minor amendment | would like
to offer for the Committee Substitute. On page 2 line 22, | would
like to delete the word "stumpage" from the phrase "timber
stumpage".  I've been informed that this is the preferred
language. The Senate version of the bill will also be modified to
include this wording change.

Thank your for the prompt scheduling of HB 373, | ask for the
committee's support and would be happy to answer any
questions you have at this time.
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Houue Bill No. 373

Exemption from municipal property taxation for natural resources in
piece.

My name is Steven C, Borell and | am the Executive Director of the
Alaska Miners Association,

Than'l you Mr, Chairman and committee members for the' opportunity to
comment or. this important issue. Thank you also for scheduling

this

bill early in the session.

The AMA supports this legislation and the need .for passing an
exemption for the taxation of natural resources in place during

this

session of the Legislature. W are concerned that if taxation

of natural resources in place is begun, the affect will be to
discourage if not totally close down exploration in those areas

where

this form of taxation occurs.

We also wish to commend the Alaska Municipal League for taking the

lead

place.

in support of an exemption from taxation for resources in
We were very pleased to learn that the AML passed a

resolution favoring exemption of taxation of natural resources in-

place

ar.d that the resolution passed on a unanimous vote. The AML.

recognized that in place taxation would have a very serious
negative affect on local economies in several different ways.

Rather than addressing in detail all of the arguments why in place
taxation is not a good policy, | shall list and summarize the major
problems with this form of taxation.

The

first and possibly most compelling reason for not taxing

minerals in place is that it is extremely difficult to place a

value on minerals before they are actually extracted from the
ground. Major mining companies employing scores of exploration,
financial, environmental, engineering, and management people have

a very difficult time defining the value of a deposit.

The second major problem with the taxation of minerals in place is

that

it discourages exploration. Mining companies will not even

look for minerals if they will be taxed for the many years that are
required to determine if they have an economic deposit. For Greens

Creek, the largest silver mine in North America, it took 17 years
from the initial discovery wuntil first production. For Red Dog,
possibly the largest zinc deposit in the world, it took 21 years
from initial discovery until first production, Tf an in place tax

had beer, charged on these minerals before they were mined, there is
a high likelihood that no mining would ever have taken place.
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A third feet to consider is that taxation of minerals in place is

an additional burden on local communities that are already
struggling to encourage creation of new Jobs and expand their real
property tax base. For much of Alaska the only opportunity for
economic development and creation o' new jobs is through
development of mineral resources. If in place minerals are taxed,
local communities will be hurt vithout ev'n knowing it because the
mining companies that have the expertise to find and develop the
minerals will not even go out and explore for them.

A fourth problem involves the taxation of non-rtangible natural
resources that exist due to location or setting. For the city Ilot
this non-tangible value is determined and under the doctrine of
equal treatment, the value cf non-tangible natural resources such
as wilderness character, wilderness proximity, scenic values,
proximity to rivers for rafting or floating, etc. would have to be
taxed. Hunting and fishing lodges would have to be taxed for the
fish and wildlife resources that are in their area.

A fifth problem involves how will the fish resources available to
fishing sites be taxed? The fish are clearly a natural resource
and the fish site has a measurable market value but it also has an
opportunity value be virtue of the fish that pass the site.

A sixth problem is whether or not it would be cost effective to

attempt taxation of in place resources. The above examples show
some of the difficulties that will be encountered. =
A seventh problem will arise when a company that has been taxed for

eeveral years on the in place natural resources decides that the
project is not economic and asks forreimbursement of the taxes
that had been paid. This could be a lodge developer that sees his
potential market change or it could be a mining company that
concludes that the metallurgy of the ore is too complex and costly
for a mine to be profitable.

For all of the above reasons, e permanent exemption for taxation of
natural resources ir. place is necessary during this session of the

Legislature.

Thank you again and please feel free to contact me if you have any
questions. o



Testimony
HB 373
January 22, 1992

MY NAME IS KENT DAWSON. I AM HERE TODAY
REPRESENTING THE ALASKAN PRODUCERS COUNCIL, WHICH
IS A GROUP OF LARGE MINERAL PRODUCERS WITH AN
INTEREST IN ALASKA DEVELOPMENT, INCLUDING SUCH
FIRMS AS COMINCO, GREENS CREEK, ECHO BAY, AMERICAN

COPPER AND NICKEL, AMAX, NORTH PACIFIC MINING, AND

ALASKA GOLD.

THE ALASKAN PRODUCERS COUNCIL JOINS WITH THE
MUNICIPAL LEAGUE IN SUPPORTING THIS LEGISLATION AND
APPRECIATES THAT ALASKA  MUNICIPALITIES HAVE
ACKNOWLEDGED THE DETRIMENTAL EFFECT TO MINING

DEVELOPMENT A TAX ON MTPERAL3 IN PLACE WOULD CAUSE.

THE ALASKAN PRODUCERS COUNCIL WISHES TO ACKNOWLEDGE
THE EXCELLENT JOB THE DEPARTMENT OF COMMUNITY AND

REGIONAL AFFAIRS HAS DONE WITH THEIR RATHER

DIFFICULT STUDY. .. <-



MEMORANDUM State of Alaska

To:  The Honorable Walter J. Hickel December 16,1991
Governor
From: Rural Development Sub-cabinet Phone: 465-4700

Re:  Support for legislation exempting natural resources in place
from local property taxation

The rural-development sub-cabinet has been foIIowm%_thh concern the issue of

whether or not natural resources in place should be subject to local property .

taxation., A stud¥ of the 1ssue was conducted by the Départment of Community

jamd Regni?r:al Affairs, and a report will be submiitted to die Legislature before
anuary 13,

There Is now consensus around the state that natural resources in place should be
totally exempt from local pr%Perty taxation. Legislation to effect a total exemption
(with'the exception of oil ana gas which are treated separately under existing
statutes) will be proposed in the forthcoming legislative session. Natural leSource
Industries and assoclations, Native corporations, local governments, and the
Alaska Municipal League have all endorsed a total exemption.

The rural development sub-cabinet supports a total exemption of natural resources
In place from local property taxation, and urges the Governor to actively support
legislation that will 'so amend Title 29 of The Alaska Statutes.

Commissjoner Edgar Blat?hf,ord, Chair (éommissioner Glenn A. Olds
Community & Regional Affairs ommerce & Economic Development

Commissioner Carl L. Rosier Commissioner Harold Heinze &
Fish and Game Natural Resources

Commissione[John A. Sant
Environmental Conservation
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HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE
1/22/92

SPONSOR STATEMENT BY REP EILEEN P. MACLEAN

FOR HB 373 -RELATING_TO AN EXEMPTION FROM
MUNICIPAL PROPERTY TAXATION FOR NATURAL
RESOURCES IN PLACE

Thank you, Mr. Chairman. The purpose of HB 373 is to place a
permanent exemption into statutes to exclude the value of
resources in place from municipal taxation.  This bill is necessary
because taxation of in-place resources is implied by law but has
never been implemented. Alaska statutes exempt certain kinds
of property from in-placc resource taxation, such as oil and gas
properties, but is silent as to other types of resources, such as
mineral and timber. An AG opinion written in 1988, and
enclosed in your back-up, stated that the value of in place
resources should properly be included in the assessed values of
municipalities. ~ The State Assessor raised the issue in 1989 and
asked the legislature to clarify the statutes by either clearly
requiring that resources in place be taxable, or to exempt them
altogether.  Common practice in the state had heen to exclude
the value of resources in place because it is technically
impractical to value mineral bodies under ground. Although
large deposits of resources may exist, they often cannot be
developed at a profit. It is difficult, if not impossible, to predict
whether or not a resource will ever be economically developed.
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In 1989, | sponsored HB 159, which enacted atwo year
temporary exemption, to allow the Department of Community
and Regional Affairs time to study issues of taxingresources in
place. HB 159 defined resources in place as “proven or
unproven mineral and other deposits of valuable materials". A
report was due to the legislature by January 15, 1992

The DCRA report included in your back-up concludes on page 17,
that "unless the Legislature totally exempts natural resources in
place from local taxation during this session, a state of confusion
will ensue for the municipalities, the State Assessor's Office and
resource industries.  There is a statewide consensus that the
Legislature should adopt an amendment to AS 29.45.030 totally

exempting natural resources in place from local property
taxation".

HB 373 will make permanent the temporary exemption enacted
in 1989 and removes an ambiguous and impractical requirement
from the statutes. The passage of HB 373 does not preclude any
other taxing options after extraction or development, it only
prevents in place resources from being taxed while in their
natural state, and removes a substantial negative incentive for all
types of mineral development.

For the record, | would like to state that the definition of natural
resources in place includes sand and gravel materials. A
question arose yesterday in the Senate C&RA committee about



the sand and gravel issue. | have been informed by the Legal
Services Division that sand and gravel is already included in the
existing definition of resources in place as “other proven and
unproven deposits of valuable materials".

The Alaska Municipal League supports this legislation.  Your
back-up includes a copy of the resolution passed at the AML
Conference in November, the DCRA final report and posidon
paper, a copy of HB 159, a 1983 AG opinion on the taxation of in
place resources, a comment paper by the Alaska Miner's
Association, and a Legislative Digest analysis of the issue.

| fully support the technical amendment submitted by the
department.  There is one other minor amendment | would like
to offer for the Committee Substitute. On page 2 line 22, | would
like to delete the word "stumpage" from the phrase "timber
stumpage".  I've been informed that this is the preferred
language. The Senate version of the bill will also be modified to
include this wording change.

Thank your for the prompt scheduling of HB 373. | ask for the
committee's support and would be happy to answer any
questions you have at this time.






Alaska State Legislature
HOUSE OF REPRESENTATIVES

orisatssiess  REPRESENTATIVE GAIL PHILLIPS  srare casiro

PHONE: (907)465-2689 JUNEAU, ALASKA
FAX: (907) 465-3472 99801-1182
CS §S§ HB 379

SPONSOR STATEMENT

PRESENTED TO THE HOUSE COMMUNITY
AND REGIONAL AFFAIRS COMMITTEE

MARCH 9, 1992

| introduced House Bill 379, which is titled "an act relating to motor
vehicle registration and providing for an effective dale," to help
municipalities recover the costs of transporting motor vehicles that are at
the end of their useful life, to recycling centers. Because Alaska has
numerous abandoned vehicles cluttering up our scenic state, | feel
passage of this bill will not only help in restoring it's beauty, but will
allow for the recycling and reuse of the metal, etc..

Specifically, the bill works in this manner. Every year, upon registration
or renewal of registration, a $2 per vehicle fee would he imposed wupaon
the owner of the car. It Is the intent of this bill that the additional motor
vehicle registration fees collected as a result of this Act will be placed in
a specified account in the general fund. The Legislature would then
appropriate these funds to the Department of Community and Regional
Affairs for the sole purpose of providing grants to municipalities to
reimburse them for the costs they incur for transporting these vehicles to
recycling centers. If the municipalities have no recycling center, funds
generated in their locations may be applied to their local disposal costs.

The bill is straight forward and exempts no motor vehicles, including
state, borough or local government-owned vehicles. If enacted, the bill

would become law on January 1, 1993,

Because Alaska already has so many junk vehicles | have been
considering various means of getting rid of them. One possibility | am
looking into is the possibility of back-hauling from the remote areas on
our river systems which are served by barge throughout the summer
months.

House Bill 379 was a pre-filed bill which was introduced on the first day
of this session. However, since the original draft, | have submitted a
sponsor substitute and minor changes were made in the House

INTERIM PHONE: (907) 235-6748 INTERIM ADDRESS: BOX 3304, HOMER, AK 99603



Transportation Committee. In addition to this committee, HB 379 has a
further referral to the Finance Committee.

I am pleased to find that there is a great deal of support for this bhill
among my colleagues, and | appreciate this opportunity for an early
hearing in your committee.

Thank you.

Some Facts:

Currently there are 445,000 registered motor vehicles in Alaska. | This
would mean the first year this bill is in effect, it would produce
approximately $890,000 in funds to be deposited in the General Fund.

There will be some small cost (probably not more than 5% of the funds
collected) to administer the program.

In the last four years, in Anchorage alone, the Street Maintenance
Department tells me they have picked up 10,000 junk and abandoned
cars.
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The proposed legislation would create a $2.00 Recycling
Registration Fee for motor vehicles upon registration or
renewal. The Department of Public Safety would <collect this
fee with motor vehicle registrations and renewals. When the

funds are deposited, the $2.00 per vehicle would be directed
into a newly established Motor Vehicle Recycling Grant Fund 1in
the Department of Community and Regional Affairs. Subject to
appropriations, the Department of Community and Regional
Affairs would chen make grants to municipalities for the
purpose of transporting Jjunk or abandoned motor vehicles to
recycling centers.

The Department of Public Safety estimates revenues from the
Recycling Registration Fee will be approximately $890,000 per
fiscal year. These fees will be received throughout a fiscal
year, 1including on June 30. This Fiscal Note assumes that the
amount of funds appropriated for a fiscal year (except FY 093;
see below for explanation of FY 93) will be based upon the
prior year"s fee receipts and that the full amount of the prior
year"s receipts will be appropriated by the Legislature.
Basing appropriations on the prior year ™ receipts will avoid
the potential problems of having to estimate a year®"s receipts
and/or of seeking supplemental appropriations should the actual

receipts be less than estimaved.

This analysis also assumes that the operating costs of
administering the grant program will be paid by the Motor
Vehicle Recycling Grant Fund receipts and will not be supported
with General Fund monies. It is assumed that during FY 093,
program vreceipts will be wused to pay the operating costs of
$31,900. As per above, no grants will be awarded in FY 93, as
there will be no fee receipts 1in the prior fiscal year (i.e.,

FY 92).

At the end of FY 93, the Grant Fund will have a balance of
$858,500 (i.e., receipts of $890,000 1in FY 93 less operating
costs in FY 93 of $31, 900 equals a fund balance of $858,500).
This balance will then be used for the FY 94 operating costs as
well as grant awards. The analysis assumes that the $57,700 of
personal services, contractual and supplies costs for FY 94
will Dbe deducted from the FY 94 beginning fund balance of
$858,500 to yield a remaining balance of FY 93 receipts of
$800,400 to be used for the FY 94 grant awards.

At the beginning of FY 95, the Grant Fund will have a balance
of $890, 000 (i.e., the amount of the FY 94 fee receipts). The
personal services, contractual and supplies costs for FY 95 of
$59,600 will be deducted from the $890,000 fund balance to
yield an amount available for grants in FY 95 of $830,400.
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At the beginning of FY 96, the Grant Fund will have a balance
of $890, 000 (i.e., the amount of the FY 95 fee receipts). The

personal services, contractual and supplies costs for FY 96 of
$61,.700 willbe deducted from the $890, 000 fund balance to
yield ?n amount available for grants in FY 96 of $828,500.

At the beginning of FY 97, the Grant Fund will have a balance
of $890,000 (i.e., the amount of the FY 96 fee receipts). The
personal services, contractual and supplies costs for FY 97 of
$63,400 willbe deducted from the $890,000 fund balance to
yield an amount available for grants in FY 97 of $826,600.

At the beginning of FY 98, the Grant Fund will have a balance
of $890,000 (i.e., the amount of the FY 97 fee receipts). The
personal services, contractual and supplies costs for FY 98 of
$65,300 willbe deducted from the $890,000 fund balance CO
yield an amount available for grants in FY 98 of $824 ,700. At
the end of FY 98, the Grant Fund will have a balance of

$890,000, or the amount of fee receipts in FY 098.
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FULL-TIME 0 0 0 0 0
PART-TIME 0 0 0 0 0
TEMPORARY 0 0 0 0 0
Estimate of current year impact:

ANALYSIS: (Attach a separate page if necessary.)
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Prepared By: Charlps Hosack r Phone: ,265-5553

Division: Motor Vehicles X x . JDate: \ . 2/4/32
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Approved by Commissioner: ~
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This. bill requires the Division of Motor Vehicles to collect an
additional fee of $2.00 each time a motor vehicle is re%|stered
or upon a renewal of the registration, Approximately 425,000
motor vehicles are registered in Alaska each year. At %2.00 per
vehicle, this will bring in revenues of approximately $890.0 per
year to the state. These funds w.ill be used to provide grants to
municipal governments to recycle junked or abandoned vehicles.
7.5 in contractual monies will be needed for 100, hours of
contract programmer time to revise all registration programs to
collect the new fees and to revise all revenue reports So that
the fees are correctly_rePorted to AKSAS. This IS a one-time
expenditure, for the first year of the program only.

All registration fee amounts except those for trailers will he
increased by $2.00. _Trailers are not included because the b il
add:esses "motor vehicles" rather than "vehicles". Forms will be
revised to indicate the new fee and a new revenue account will be
established to identify the fees collected under this bill.
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FISCAL. NOTE Bill Version: CSSSHB 379 (TRA)
STATE OF ALASKA (H Publish Date: 2-28-92
1992 LEGISLATIVE SESSION
Revision Date: Deportment Affected Environmental Conservation
Title: Motor Vehicle Registration BRU: Environmental Quality

Componont: Solid & Hazardous Waste Management
Soonanr! Representative G. Phillips

Requestor: (H) Transportation COMPONENT SERIAL NO. T

EXPENDITURES/REVENUES: (Thousands of Dotes)

OPERATING FYy 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING ©o 0.0 0.0 o0 0.0 0.0

CAPITAL

REVENUE
FUND SOURCE:

FUNDING: (Thousands of Dotes)

GENERAL FUND 0.0 0.0 0.0 0.0 0.0 0.0
FEDERAL FUNDS

OTHER
FUND SOURCE:

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
POSITIONS:
FULL-TIME

PART-TIME
TEMPORARY

y o - - - None
Estimate Of’ current year Impact:

ANALYSIS: (Attach a separate page if necessary.)

Because any fees collected would be used for grants to municipalities to carry
out the requirements of this legislation, DEC would not be involved.

Janice Adair 465-5050
Prepared B y : Phone:
Division- Commissioner®s Office January 23, L1992
Approved by Commissioner: \% \— — —
Agency: \tv—=nv\\S, ..vjraj 'P m V Z|_ Date: i- e

DWribirbon (by pfapafa* | Lag. Fin,, Lagiatativa Spontor, Raqu«*Tor, OMB/DBR. Gov. L»ga. Ole.. & Impacted Ac*ocy<i««.
Rev 10/7/91 Prd» (K



WALTER J. HICKEL, GOVERNOR

I 1so THIRD STREET
JUNEAU. ALASKA 99001-1291

DEPT. OF COMMUNITY & REGIONAL AFFAIRS e

3 949E.36THAVENUE, SUITE 400
ANCHORAGE . ALASKA 99508-4302
OFFICE OF THE COMMISSIONER PHONE: (907) 563-1073

February 20, 1992

POSITION PAPER

RE: SS HB 379

SPONSOR: Representatives G.Phillips, Sawacki

Program Effects of 3:11:

lhe bill <creates a $2 recycling registration fee to be
collected by the Division of Motor Vehicles and provides that
the money collected may be appropriated by the legislature to
the motor vehicle recycling grant fund to pay the <cost of
transporting junk or abandoned motor vehicles to recycling
centers. The grant fund is established 1in the Department of
Community and Regional Affairs.

Comments:

The Deparment of Community and Regional Affairs and® the
Department of Environmental Conservation have discussed the
proposed grant fund a agree that the bill should be amended
to put the ) - in the Department of Environmental
Conservation fo .ination with DEC"s spring cleanup and
other solid waste programs.

Edgar Blatchford, Commissioner
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BILL NO: sSHB 379 DATE: February 26, 1992

TITLE: An Act relating to motor CONTACT:  Juanita Hensley _
vehicle registration Division of Mator Vehicles
46435

This bill would amend Alaska’s motor vehicle registration law by imposing a $2.00 fee
on each motor vehicle registration or registration renewal. These funds would be
available to provide grants to mun|C||oaI| les to recycle junked or abandoned vehicles.
The $2.00 fee would be applied to all vehicles registered except trailers; trailers are not
included because the hill addresses “motor vehicles" rather than "vehicles". Registration
forms will be revised to indicate the new fee and a new revenue account will be
established to identify the fees collected under this bill.

According to the bill’s sponsor, her intent was to have the $2.00 fee imposed on all
registered motor vehicles ever Kear. To make this clear, the Department of Public
Safety Sléggests the addition of the words “each year" to page 1 line s, after the word
“collected™. The Department also suggests that a date certain be chosen for the effective
date of the tax, to minimize confusion to the public and to promote administrative
efficiency. This could be accomplished by adding a new Sec. 4 to the hill, to read:
"The recycling fee established in this bill applies to all motor vehicles either due for
registration or actually registered after January 1, 1993

The Division registered approximately 445,000 motor vehicles duringi 191 The
amendments suggested above will allow the Division of Motor Vehicles time to establish
the_pro?_ram and to phase in any needed revisions to the registration form and
registration renewal notice. It would also avoid the problem of vehicle owners trying to
register early to avoid fee increases.

The Department supports SSHB 379, hut urges the committee to consider the suggested
amendments.

Commissioner



217 Second Street. Suile 200 miuneau, Alaska 99801 miiel (907)586-1325. Fax (907)463-5480

February 10, 1992

Position Paper

SS HB 379 - Motor Vehicle Recycling Registration Fee

The Alaska Municipal League supports HB 379, providing for the collection of an additional fee
on motor vehicle registrations to finance a fund established to provide grants to municipalities
for the purpose of paying the cost of transporting motor vehicles that are the end of their useful

life to recycling centers.
The Alaska Municipal League’s 1992 Policy Statement states,

"Solid Waste Reduction Programs: The League supports funding and implementation of
solid waste reduction programs, e.g., recycling, litter reduction, waste oil recycling,
required deposits on beverage bottles and cans, etc., to be developed and operated in
conjunction with municipal governments."

Municipalities operate landfills and community clean-up programs to protect the health and
environment of their communities. Motor vehicles are often abandoned in yards and along
roadsides or taken to municipal dumps or landfills for disposal at the end of their useful life. The
disposal of vehicles is problematic and costly. The cost of preparing a vehicle for disposal or
transportation to a recycling center alone is estimated to be in excess of $100 dollars. The public
must understand and participate in the true cost of solid waste disposal at the front end of a
consumer product's life as well as at the end of its useful life.

HB 379 proposes adding a fee to the annual motor vehicle registration fee and establishing a
grant program to assist municipalities with the cost of transporting motor vehicles to recycling
centers. Such a program will assist municipalities pick up unsightly and potentially hazardous
abandoned and junk vehicles keep the environment clean and healthy and extend the life of our

landfills.

sah6:hh379rec.ycl

Member of the National League of Cities and the National Association of Counties



Alaska Environmental Lobby, Inc.

P.O. Box 22151 (uncau, Alaska 99802 907-586-2345

February 25, 1992

Re(ngesentative Gail Phillips
P.0. Box V
Juneau, Alaska 99811

Dear Representative Phillips:

Alaska Environmental Lobb%/, 1S writi,n? In support of House Bill
379, "An Act relating to motor vehicle registration."

. The additional fee of $2.00 to a motor vehicle, registration to help
reimburse municipalities cover the costs of transporting abandoned, unused
motor vehicles torec clmﬂ centers Is a good step for Our environment.
The $2.00 additional tee should be increased to $5.00 to provide more
funding to municipalities so they can clean up more abandoned vehicles.

o a?r_ee with you that we surely have.too many abandoned unused
vehicles Iying around or even half buried in every City, town or village.

These vehilcles detract from beautiful scenic views and are hazardous to the
environment due to the chemical and toxic materials they are attached with.

. By reimbursing municipalities for the cost of transportmg the .
vehicles to recycling Tenters, the Department of Community an Re(lzﬂonal
Affairs will encourage more involvement by municipalities'to recycle these
abandoned, unused vehicles.

_ | wish you best of iuck for the passage of this environmentally sound
legislation.

Best regards,

Anna Phillip .
Volunteer Lobbyist

ALASKA CENTER FOR THE ENVIRONMENT - ALASKA C..AFTER.SIERRA CLUB = JUNEAU GROUP.SIERRA CLUB = SITKA GROUP, SIERRA CLUB

KNIK GROUP. SIERRA CLUB - OENALI GROUP.SIERR/ CLUB - ANCHORAGE AUDUBON SOCIETY - ARCTIC AUOUBON SOCIETY

OENALICITIZENS'COUNCIL = ALASKA FRIENDS OF THE LARTH - JUNEAU AUD.'BON SOCIETY < KACHEMAK BAY CONSERVATION SOCIETY

KENAI PENINSULA AUDUBON SOCIETY - KODIAK AUDI BON SOCIETY - LYNN CANAL CONSERVATION - ALASKA WILDLIFE ALLIANCE

SITKA CONSERVATION SOCIETY - NORTHERN ALX ;KA ENVIRONMENTAL CENTER * SOUTHEAST ALASKA CONSERVATION COUNCIL
KI.IK KANOERS AND KAYAKERS



CITY OF WASILLA

290 E. HERNING AVE.
WASILLA, ALASKA 99654-7091
PHONE: (907) 373-9050
FAX: (907) 373-0788

February 11, 1992

The Honorable Gaijl Phillips

Alaska State Legislature

P. 0. Box V

Juneau, Alaska 99811

Re: SS HB 379

Dear Representative Phillips:

I'm wrrtrng to u[%)ort SS HB 379, auto recycling fees. ~ Having
struggle With ver-ending stream of abandoned and illegally
dumPe vehr les this legislature promises... relief. We simply
must assess the cost of junk car removal and recycling to

vehicle operators.
At $2.00 annually, I'm afrajd that the costs won't be covered,

Given a generous 10-vear life only $20 would be collected
per vehrcle our Ioca contracted towrng costs to wrecking
yards r nge from $5. $T75 | suggest that you review
your costs mcludrnrtr ad nrs ratrve expenses, and confirm your
proposal. ' | suspect that $8.00 to $1000 per ear makes more
sense. _Even if only haIf of the vehicles uP as a public
responsibility we still have a fifty-year backog 0 clean up

L

xionn C. Stein ,
Mayor, City of Wasilla

JCS/shh
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e Gail Phillips cP
ska State House of Representatives

Juneau AK oR11
Dear Rep. Phillips:
ﬁ( Cha|r of the Juneau C|t|zens Ath or 0C§79m| Lee on Wi ste Management, W would

e to offer our support for Hou a|n to otorve |c
registr t|on As IOEP Enow toweif Alaska |smfamo or |t rﬂ< ar S,

doesA s a seem to nave som nl)]/ cars? |st |f t |n
ett| veh|c es to arecyc ge }er Th HV s some rthat
ort Also, 1t 1S co that |s 1l wou use one}/ eform
or retnevm those ve |c Ht M< VY nvoIve Ivate sector,
ay to removnf] this l% t on Alaska's landscape, not 0 mention
prow esee an rmatenals I recycling.

We wholeheartedly support this bill.
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D\ KENAI PENINSULA BOROUGH

144 N. BINKLEY « SCLDOTNA. ALASKA 99669
PHONE (907) 262-4441

v DON GILMAN

October 14, 1991 MAYOR

Representative Gail Phillip's Office
Attention: Mel

34824 Kalifonsky Beach Road
Soldotna, Alaska 99669

Subject: Junk/Abandoned Vehicles

Mel:

In response to your request, please find attached some of the information that | have accumulated on
junk/abandoned vehicles.

The Kenai Peninsula Borough plans a one-time bhoroughwide junk vehicle cleanup next summer. The
Borough plans to set up as a grant program to allow a business (successful proposer) to conduct the
program with the Borough compensating the business for each vehicle that is removed from our Borough
and is marketed as a recyclable.

Last summer over 400 vehicles from the Homer Landfill were crushed and transported for recycling. As
these were vehicles that were brought to us for disposal, we did not require the disposers to have vehicle
titles, and we did not have to follow the extensive steps that are necessary if vehicles are impounded
(taken from the right-of-way or other location). The Borough does not have authority to remove vehicles
from along the roadsides and therefore, does not perform any collection, this is handled by the various
cities and/cr through the troopers. Ifthe Borough were to become involved in a program of picking up
vehicles from the roadsides, itwould require another staff person as well as substantial funding.

The costs to crush, transport and market scrap vehicles varies from $15-§70 per vehicle dependent on

current market for scrap, location, condition of material, and transport costs. This does not include the
cost if the vehicles have to be picked up from the roadsides and transported to a storage/impound

location.

| hope this information is of some help. Please contact me at 262-9657 if | can be of further assistance.

Sincerely,

Catherine Mayer
Solid Waste Administrator

enclosures

XC. Ken Brown, Public Works Director



Sc

KENAI PENINSULA BOROUGH

144 N. BINKLEY » SOLDOTNA. ALASKA 996G9
PHONE (907) 262-4441

MEMORANDUM PON e
T0: Cathy Mayer, Solid Waste Administrator
T0: Thomas R. Boedeker, Borough Attorney
FROM: Philip Reeves, Deputy Borough Attorney

DATE: July 16, 1991
SUBJECT: Abandoned vehicle and junk vehicle programs.

Over the past few months Ive had several drscussron
with each of you regardrng various possible pro rams dealing wit
abandoned and/or junk vehicles within the Boroud hese rogram
range from dealing with junked cars curren stored 0
lan‘dfill facilities to contracting or providing grants to prrva
contractors for_removal of abandoned vehicles “from their Site
abandonment.  Through this memo | would like to point ou
statutory requirements and potential IrabrIrtres which apply t
various scenarios which have heen raised and which | believe
require that we deal with "abandoned" vehrc les and "junk" vehi
through separate programs. — For the purpose of this memorandum

Q—Oé

e
will Tefer to "junk" vehicles meaning vehicles still possessed by

their trtIed owners (who are seeking to dispose of them) whilé
"abandoned" vehicles will include vehicles whose titled owners can

ins
att
Spo

al requireme
as 2

at
m
I

no longer be determined or located.

“Junked" vehicles can be dealt with fairly easily. ~The onl
real liability concern arising from dealing with "junked" vehicle
IS the potenfial for a hazardous materral spill resulting from los
vehicle fluids, (gasoline, lubricants, etc and batteries. Whil
it s conceivable .that a federal state. action seekin
comPensatron for environmental cIean UP costs arrsrng from such
spill could be maintained, aga t,he borough, IandfrI
operational policy of removing "batteries and drarnrn urds ro
all vehicles Prror to final” disposition should afleviate that
potential problem.

"Abandoned" vehicles raise significant additiona
set out_by the state statutes at A.S. Chapter 2
tached) Thése requirements include: 1.) written notice to
icle owner of record and to lienholders of record by certifie
arI return receipt requested, statrnd grounds for remaval and th
caton of impoundment of the vehicle, and 2.) that should th

cle not be reclaimed within 30 days of notice the vehicle shal

0
vehi

—Q,CQ D — <<

nts
§.11 (see

the
d
e
e
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Memorandum — Abandoned Vehicles
July 16, 1991 Page 2

be drsposed of by public auction. These re
apﬁ a wrecked, dismantled, or inoper vehicle or
rcle otherwrse presumed to be abandoned." Cathy Mayer. has
apparently talked Wwith representatives of other municipalities
whose programs do not meet these requirements - | am at a loss to
explain their rationale for non-compliance with AS Chapter 28.11.

q ements expressly
ra

. Tom Boedeker has suggested a clever aIternatrve
eration of a borough-run "abandoned" vehicle program trougD
actment of a grant procedure wherebY private entities would De
mpensated on a“per-vehicle basis for transporting junked vehicles

estinations outside of the Kenai Peninsula Borough. Presumably
e Boroughs sole rnvoIvement would be providing a compliance
ficial Wwho would document the junked vehiclgés loaded for
me drate transport out of the Borough and process the paperwork
cessar}/ for issuing a check. While there are certainly many
tails to be worked out, a grant program would have the advantage
{over a contract for services) of isolating the Borough from
involvement in or oversight of the private “entity's means ana
methods of possession, transport and disposal. Should the ultimate

0p
en
co
to
th
0f
Im
ne
de
0

isposal of _the vehicles result in a hazardous materials spill,
there is still a potential for Borough lability as a person who
"arranged with a transporter for “transport “for disposal or
treatment, of hazardous substances" (42 USCA 9607 ( )_tS)),_ but that
potential liability is much more tenuous than in a situation where
we would contract ‘directly with a transport A direct contract
would ‘necessarily includée contractor requirements regarding his
methods of transport, disposal, and complrance with all“federd| and
state regulations rePad ng hazardous . materials, abandoned
vehicles, etc., and would consequently require borough oversight of
these details.

\ . In_summary, there is an_important distinctjon between
junked" vehicles ( provided by their title owner for disposal) and
"abandoned" vehicles (where the title owner cannot he located). In
consjderation of the express requirements of AS Chapter 28.11, |
would ~suggest that we clearly distinguish between the two
situations "and limit our active ‘in oIvem nt in a vehrcle disposal
program to those vehicles presented bft]/ the titled owners. 1f we
choose to deal with abandoned vehicles through an in-house
program we will have a significant effort involved in meeting the

AS “28.11 requirements fof notice t owners and lienholders of
record and for sale bg auction. If however, the borough limits
rts involvement with abandoned vehicles to a grant program, whereby

Prrvate entrty who brings a load of junked vehicles to thé
ran comP rance o ficer's location in the course of removing those

hicles fro Borough will receive a grant payment on~a per-
hrcIe basrs then | “relieve we can substantially flimit any



Memorandum — Abandoned Vehicles
July 16, 1991 Page 3

potential borough liability/responsibility arising from the
transporters' means and methods.

PAR:DI



STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date: 3/12/92

Title: "An Act relating to motor vehicle

registration”

Sponsor:

Requestor:

Representative G. Phillips

House C&RA

FISCAL NOTE
BILL NO. CSSSHB 379ITRANS)

Department Affected: Public Safety

BRU: Motor Vehicles
Component: Field Service

COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)

OPERATING FYy 33 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 7.5 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 7.5 0 0 0 0 0
CAPITAL 0 0 0 0 0 0
REVENUE 445.0 890.0 890.0 890.0 890.0 890.0
FUND SOURCE:
FUNDING: (Thousands of Dollars)

GENERAL FUND 7.5 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
FUND SOURCE:

TOTAL 7.5 0 0 0 0 0
POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
Estimate of current year impact:

ANALYSIS: (Attach a separate page if necessary.)

See attached.
Prepared By: Charles Hosack Phone: 269-5559
q'2-- Division: Motor Vehicles n Date: 3/12/92

Approved by Commissioner:

Agency: Department of Public Safety

Richerli L Burt°"

Date: . 3/12/92

Distribution (by preparer): Leg. Fin,, Legislative Sponsor. Requestor, OMB/DBR, Gov. Legis. Ofc., & Impacted Agency(les)

Rev 10/7/91
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Department of Public Safetg
Fi cal Note Analysis - CSSSHB 379(TRANS)

Page 2

This bill requires the Division of Motor Vehicles to collect an
additional fee of $2.00 each time a motor vehicle is re%wtered
or upon a renewal of the registration, Appmxnnﬂew 425 000
motor vehicles are registered in Alaska each year. At $2.00 per
vehicle, this will bring in revenues of approximately $890.0 per
year to the state. These funds w.ill be used to provide grants to
municipal governments to recycle junked or abandoned vehicles.

7.5 in contractual monies will be n
contract programnwert|me to revise
collect the new fees and to revise
the fees are corr ectly rePorted to
expenditure, for the first year of

d for 100 hours of
registration ?rograms to
revenue reports so that
AS.  This IS a one-tim
rogram only.

eede
all
all
AKS
th

€ p
All registration fee amounts except those for trailers will be
increased by $2.00. Trailers are not included because the bill
addresses "motor vehicles" rather than "ve hlcles Forms will be
revised to indicate the new fee and a new revenue account will be
established to identify the fees collected under this bill.
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03/03/92

AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE G.PMLLIPS
TO: CSHB 379 (TRANSPORTATION)

Page 1, line 1%
Delete "AS 4447.070"
Insen "AS 44.46.120"

Page 1 line 12 after “centers";
Insert “and to the Department of Environmental Conservation to pay the cost of administering

the grant program"

Page 1 line 13
Delete "AS 4447"
Insert "AS 44.46"

Page 1, line 14
Delete "1A"
Insert 3"

Page 2 line 1
Delete "Sec. 4447.0/0"
Insert "Sec. 4446.120"
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in this file. The minutes are available on the STAIRS
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STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date:

FISCAL NOTE

Title: An act relating to administrative costs for DCAP

Sponsor: Rep. C. Davis
Requestor: (H) Hes

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS 570.0
MISCELLANEOUS
TOTAL OPERATING 570.0

CAPITAL

REVENUE
FUND SOURCE:

FUNDING: (Thousands of Dollars)

GENERAL FUND 570.0
FEDERAL FUNDS

OTHER

FUND SOURCE:

TOTAL 570.0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact: N/A

ANALYSIS: (Attach a separate page if necessary.)
See attached sheet

Prepared By: Remond Henderson

FY 94

590.0

590.0

590.0

590.0

BILL NO. HB 384

Department Affected: Community and Regional Affairs

BRU: Child Assistance
Component: Day Care Assistance Proerams

COMPONENT SERIAL NO.

FY 95 FY 96 FY 97

590.0 590.0 590.0

590.0 590.0 590.0

590.0 590.0 590.0

590.0 590.0 590 r

Phone: 465-4708

Division: Administrative Services Division Date: 7/3 //9c3

Approved by Commissioner:

S

Agency: Department of Community and Regional Affairs Date:

Distribution (by preparer): Leg. Fin, Legislative Sponsor, Requestor, OMB/DBR, Cov. Legis. Ofc, & Impacted Agency(ies).

Rev 10/7/91

FY 98

590.0

590.0

590.0

590.0

1 of2



CONTINUATION of FISCAL NOTE ANALYSIS
For Bill/Resolution No. HB 384

ram by 5% or ereafter The increase of $20,0001s due to

000 hrch will rernstate |nto the are As ance Progrﬁ during the Y94 atr urrently
bern Use aSﬁ qmrred F matc tothef a Rrs Assistance chi dcare rogram. Fe era un?hn
decréases by this amoynt in FY 94due totefact at Alaska recelved two year's worth of funds the firs
year the program was implemented, FY 92

|f the increment is not funded it will mean a decrease of assistance to approximately 180 children for a full
year. AIthouqh there has been an influx of new federal funds into the ro?ram this'year, it has served to
Clear waiting Tsts statewide and possibly fund new communities, AnotheF program financial impact which
will increasé the costf f services during FY Q31s the new marketratesurveg reshlts Prelrmrnary data
Indicate thatt erewrl e a5% -s% Increase in child care provider rates as 0f h/ This'jtem
alone would mean fewer pe rpIe served with the same fund but It is anficipated that the impact will be
minimized due to increased federal dollars. However, the rogramcould ot absorbaaddr nal 5%
Increase of costs without decreasing the number of families assisted

Blyorncreasrn the a#%v(v)able admrnrstratrve rat from 10’/ to 15% the]Brll mcreases the costs to the

Page 2 of 2
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X ISOTHIRD STREET
JUNEAU, ALASKA 99301-1291

DEPT. OF COMMUNITY & REGIONAL AFFAIRS  / PHONE (907466700

/ O 949 E.36 THAVENUE SUITE 400
ANCHORAGE, ALASKA 9950B-4302
OFFICE OF THE COMMISSIONER 7 PHONE  (907) $63.1073
January 31, 1992
POSITION PAPER
RE:  House Bill No. 384
Sponsor: Representative Davis
Program Effects of the Bill
This bill effects two items in current Statute: ¢)) it

increases the allowable administrative cost for the contractor
from 10% to 15%, and; (2) it allows contractors to utilize Da/
Care Assistance funds for administrative costs based on the

contract amount instead of on the amount expended. This bill
will allow greater predictability of annual administrative
budget. A contractor will be able to plan on a designated,

amount for administration where that has not been the case 1in
the past.

The Statute gives priority in contracting for day care
administration services  to municipalities, ut some
municipalities have been hesitant to participate because of the
uncertainty about the- state funds to be received and because
at 10% the funds do. not cover the full cost of administration.
Passage of this bill will encourage more municipalities to
partiCipate in the Day Care Assistance Program. It Is critical
to proper. program implementation and oversight that contractors
have sufficient staff available to administer the program.

Comments:

T?etr?_epaét_nhent of Community & Regional Affairs supports passage
0 is bill,

Edgar BlaLchford.

commissioner ,
DeFE)art_ment Community and

0f
egional Affairs

Dep-f. PoS/fioA/



ALASKA STATE LEGISLATURE

ELECTIVE DISTRICT | HOME

P.O. BOX 5723
JIVI>FR
KETCHIKAN KETCHIKAN, AK 99901
KUPREANOF PHONE 225-6304
MEYERS CHUCK
PETERSBURG DURING SESSION
SAXMAN P.O. BOX V
WRANGELL STATECAPITOL BUILDING

Representative Cheri L. Davis

PHONE 465-3424

SPONSOR STATEMENT HB 554

Good morning and thank you for scheduling this bill so promptly.

House Bil] 384, is Ie9|sla,t|on_ which will increase the amount of money that a
day care facility or grganization may use for their administrative costs.”As the
law is written now, Da\t; Care Assistance ProcT;rams can only use 10 percent of
‘helr annual day care penefits from the state Tor administrative costs. This
e5g|s|at|on Incréases the amouqt of money available, {or administrative costs to
| 8erc_ent and Insures the facl ltY or organization will not receive less than
$1,000 in administrative payments.

Many cities and boroughs are finding that their administrative ¢osts are in
excess of the 10 {)ercent allowed by current law. If a municipality needs more
than 10 percent, it must take the money from somewhere else or compromise

the quality of their day care assistance”program.

Direct Pperaﬂonal osts usually exceed %0 Percent. The?e costs have, for
exarﬂpe, averaged 12 to 13 Bercent In the last ty}vg fiscal years in the Fawbaiglks
North' Star Borolgh and are 22 percent in_Ketchikan. Clients and accountability
suffer when admjnistration of the program is underfunded, an increase, to 15

ercent will alleviate some of the monetary pressures these municipalities are
acing.

Again I'thank you for hearing this bill today, and | will be glad to try and answer
any questions'you may have.

Spenser
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COMMUNITY

Anchorage
Aniak
Bethel
Cordova
Craig

Delta Junction
Dillingham
Fairbanks
Ft. Greely
Glennallen
Haines
Healy

Homer
Juneau
Kenai
Ketchikan
Kodiak
Kotzebue
Mat-Su Borough
Metlakatla
Nenana

Nome

North Slope
Petershburg
Seward
Sitka
Skegway
Soldotna
Valdez
Wrangell

FY 91 DAYCARE ASSISTANCE EXPENDITURES

TOTAL AWARD

6,568,279.00 5,379,591
25,063.00 18,410.
152,596.00 124,067.
61,618.00 49,698.
71,400.00 66,157
22,075.00 10,520.
56,737.00 45,102.
2,324,488.00 1,984,224.
39,637.00 18,037.
10,28200 7,938.
20,481.00 17,840.
2,350.00 343
129,855.00 109,609.
689,730.00 589,479
104,646.00 85,365
509,968.00 379,390.
187,543.00 164,547
138,794.00 121,185.
639,803.00 506,184.
97,329.00 75,527
5,599.00 3,502
59,974.00 39,176.
24,050.00 8,966.
52,404.00 41,402.
77,590.00 64,494.
232,353.00 161,364.
11,404.00 10,048.
243,385.00 187,744
63,448.00 57,680.
49,116.00 32,279.

[IFh mNCh

(AS OF 2/11/92)

SUBSIDY EXPENDED

.42

31
00
84

.65

72
87
16
63
40
25

.00

12

.35
.41

58

.73

80
38

.80
.00

32
60
10
55
00
60

.53

00
66

ADMIN. EXPENDED
537,959.16
1,841.04
12,406.71
4,969.89
6,615.78
1,096.82
4,510.30
198,176.88
1,803.79
999.96
1,784.03
535.26
10,960.93
58,947.92
8,536.54
37,939.07
16,454,54
12,118.59
50,618.47
7,552.79
999.96
3,917.63
963.88
4,140.23
6,449.46
16,136.43
1,004.86
18,774.46
5,768.00
3,227.99
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totftimim

Anchorage
Aniak
Bethel
Cordova
Craig

Delta Junction
Dillingham
Fairbanko
Ft. Greely
Glennallen
Haines
Healy

Homer
Juneau
Kenai
Ketchikan
Kodiak
Kotzebue
Hat-Su Borough
Metlakatla
Nenana

Nome

North Slope
Petersburg
Seward
Sitka
Skagway
Soldotna
Valdez
Wrangell

TCIAk.AHARE
5,407,625.00 4,522,905.
32,266.00 22,626.
134,956.00 101,469.
80,629.00 53,599.
74,600.00 65,113.
32,215.00 19,933.
48,241.00 40,107.
2,315,995.00 2,058,375.
26,303.00 15,738.
19,631.00 10,084.
39,540.00 16,487.
7,505.00 11/.
82,114.00 62,999.
673,636.00 584,272.
166,571.00 76,007.
333,885.00 295,378.
221,157.00 165,183.
112,407.00 99,436.
541,073.00 428,414.
97,998.00 84,895.
9,059.80 2,767.
64,399.00 52,005.
12,635.00 5,997.
63,979.00 44,958.
70,631.00 62,702
267,314.00 191,696
12,137.00 8,798
203,712.00 153,738
69,131.00 56,454
62,676.00 42,219.

SGh D'IRh hNIH

FY 90 DAYCARE ASSISTANCE EXPENDITURES

(AS OF 2/11/92)

SUBSIDY EXPENDED

70
81
03
17
70
45
92
81
70
42
69
50
53
56
44
50
01
31
40
74
42
72
24
87
.52
.17
.94
.26
.85
40

059 P03

ADMIN.

452,290.
2,262.
10,376.
5,359.
6,834.
.35

1,993

4,010.
205,991.
1,777.
1,008.
2,099.
11.
6,423.
.28
.73
.88
.32
.63
.44

58,670

7,673
29,537
16,518
10,253
42,889

8,489.
666.
5,510.
1,579.
4,782.
6,270.
19,412.
.90

1,268

15,373.
5,645.
4,221.

EXP:

58
69
91
94
39

80
60
88
44
78
25
97

59
64
57
72
90
2

62

82
49
95
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FY 69 DAYCARE ASSISTANCE EXPENDITURES
(AS OF 2/11/92)

COMMUNITY XQIMi_&wARD. SUBSIDY EXPERQED APMIH.,. FXPi
Anchorage 4,608,694.00 4,013,971.56 401,397.18
Aniak 29,906.00 21,613.25 2,161.33
Bethel 136,598.00 91,030.21 9,333.04
Cordova 95,124.00 83,801.55 8,483.16
Craig 67,572.00 60,843.88 6.392.38
Delta Junction 15,001.00 12,354.66 1,316.75
Dillingham 25,086.00 17,631.46 2,004.16
Fairbanks 2,031,098.00 1,783,357.48 178,493.08
Ft. Greely 26,434.00 21,204.66 2,345.48
Galena 5,669.00 852.55 449 .21
Glennallen 15,215.00 10,308.80 1,030.88
Haines 34,690.00 28,315.15 3,174,52
Healy 6,026.00 1,442 .91 225.93
Homer 73,244.00 58,285.79 5,942 .58
Juneau 590,078.00 530.787.40 53,321.78
Kenai 184,245.00 167,365.69 16,818.55
Ketchikan 363,642.00 317,603.47 32,068.37
Kodiak 239,330.00 211,437.92 21,343.79
Kotzebue 122,046.00 99,594 _46 10,2?9.45
Mat-Su Borough 670,123.18 553,586.48 55,406.66
Metlakatla 72,259.00 65,341.10 6,872.13
Nome 76,491.00 58,167.76 6,126.79
North Slope 26,760.00 6,027.82 1,113.78
Petersburg 71,414.00 56,755.24 5,962.53
Seward 71,460.00 55,090.41 5,509.05
Sitka 211,401.00 157,645.75 16,007.58
Skagvay 7,941.00 6,152.51 1,024.25
Soldotna 138,356.00 116,157.50 11,615.71
Valdez 70,802.00 54,361.14 5,436.12

Wrangell 46,281.00 39,349.49 3,934.95



February 4, 1992
Redpresentative Georgianna Lincoln
P.O. Box

V
State Capitol Building
Juneau, AK 99811

Dear Representative Lincoln,

The Association of Local Administrators of Day Care Assistance supports
HB 384, and urges you to do the same.

The Local Administrator's Association is an informal or
local governments and organizations that run the 30 Day
Progr,ams in Alaska. At pur most recent annual meetln(% (

he” issue of administrative fundlngz was discussed at Tength. . The
members Present voted unanimously To support changing thé existing
statyte to address both the amount and mechanism of administrative
funding for local contractors,

nization of
are Assistance
pril 1991),

a
gC
A
9
¢

HB 384 addresses both issues. .~ Ten percent is not enough to run .a
quality program. Clients, c¢hild care providers and accountability
suffer”when”administration is underfunded, Actual costs vary from one
local contractor to another, but Local Administrators support 15% as a
fair level of state support.

The mechanism currently used is reimbursing local contractors on the
basis of the amount of subsidy fupds paid ‘each month. The amount
aries from month to month, and the actual amount of administrative
unds a local contractor will recerve 1s not known until after the
iscal year is over - too late to budget effectively. This can |ead

al contractors to be too conservative in their spending, keeping
ffing levels so Jow that clients can't get appointmentS when they
d them, and leaving subsidy funds unspent.

We urge you to supro_or_t HB 384. By allowing for more reasonable funding
levelS and more efficient budget management, local contractors can do a
better job of meeting the needs of clients and child care providers,
and meeting state administratjve re«iuwements. | f You have any
%SSMOYQS regarding our position, please feel free to contact me at

Sincerely,

Association of Local Administrators
c/o Day Care Assistance

Fairbanks North Star Borough

PO Box 71267

Fairbanks, AK 99707



Local Administrator™s Association

1991-92 Officers

President

T oTIO)
o

Vice-President

PO

Secretary

Treasurer Pat Booth

DCAP programs at April 1991 Local Administrator's Association meeting

Anchorage Ketchikan
Aniak Kodiak
Barrow Kotzebue
Bethel Mat-Su
Cordova Palmer
Craig Sitka
Fairbanks Skagv:?y
Haines Valdez
Juneau Wrangell

Kenai/Soldotna



Supplemental Informations
Day Care Assistance Jjdminlistrative.-Funding

The Day Care Assistance program exists to help eligible families work
or train for work by paying for child care costs. To do that, staff

must meet with families, work with child care providers, process child
care billings and perform related administrative tasks.

Funding comes from the State of Alaska, via the Department of Community
and Regional Affairs. The Day Care Assistance grant provides money for
child care subsidie' and program administration. An amount equal to
10% of monies spent on subsidies can be used for administration. There
are three problems with this:

1. families are not served even thougih subsidy monies go unexpended,
2. Program and budget management is less effecCtive;
3. ten"percent is not enough to cover direct operat|ona| costs.

Further explanation of each of these follows:

1. Every month the grantee pays for child care: after totalling the
amount spent, an additional 120% for administrative costs is added to
the invoice to the State. Every month a different amount is spent on
subsidies, and the amount of administrative funding changes. Total
annual administrative receipts will not be known until the fiscal year
IS over,

This uncertainty leads to being very conservative in administrative
spending - which would be good, except that it means fewer families are
served than could have been helped with the available subsidy funds.
Keeping staffing levels low enough to be certain to stay within budget



limits restricts the t'.me available for client interviews. People then
have to wait for appointment openings. Some families lose job
opportunities because they can't cover child care costs until their
appointment. This affects some programs more than others, depending in
part on program size and local financial support.

2. It is difficult to manage effectively with an ever shifting amount
of administrative funding: monies that could have been spent earlier in
the year to greater client service are not spent until the end of the
ye<;r.  This results in poorer service to families and child care

providers.’

3. Direct operational costs to the grantee (salaries, rent, supplies)
usually exceed 10%. For example, these costs averaged 12 to 13% in
fiscal years 1989 & 90 in the Fairbanks North Star Borough, but
increased to 18% in FY 91. In Ketchikan, direct costs are 22%. In
both these examples, the local governments have made up the difference.

A sample of administrative costs for FY9L:

Anchorage: 12% (direct .

Aniak: 14% (direct) 2% (indirect)
Bethel: 10% (direct o
Craig: 14% (direct) 1% }lndwect)
Fairbanks: 18% (direct) 8.6% (indirect)
Homer: 20% (direct

Juneau: 13% (direct

Kenal; 10% (direct

Ketchikan: 220% (direct

Some local governments do not contribute to their Day Care Assistance
programs: those programs are not able to use all of the available grant
subsidy funds because they cannot hire enough staff to run tne program.



Families are unable to work or go to school because they can't get Day
Care Assistance, even though the subsidy monies are there.

The solution being proposed is simple: to change the law to provide
administrative funds not to exceed 15% of total day care assistance
funds. The administrative amount would be specified in the grant
award, so local administrators could budget with certainty. Fifteen
percent would be enough to cover direct program operating costs for
some organizations: yet it is not enough for any grantee organization
to "skim".

|f the overall funding for Day Care Assistance does not increase, this
could cut into the allowable subsidy funds. However, by promoting more
effective management, a greater percentage of subsidy monies will be
spent statewide, helping more families.

February 1992
repared
her I Kee ers
e Ass stance
anks North Star Borough
arrbi% . AK 99707



Fairbanks N orth Star B orowugh

809 Pioneer Road P.O. Box 71267 Fairbanks, Alaska 99707-1267 907/459-1000

February 4, 1992

Representatives Pat Carney &G_eorgmnna Lincoln, Co-Chairs
House Health, Education & Social Services Committee
Alaska State Legislature

Box V

Juneau, Alaska 99811

Dear Representatives Carney and Lincoln,

The Fairbanks North Star Borough supports HB 384, and urges its
passage. The bill addresses two iIssues: the level and method of
admlnt|sttrat|ve funding for local contractors. Both are
important.

The first issue is clear; the costs to local contractors are
SImF|Y not covered by 10%. The State requires local coptractors
to tollow state policies and procedures, and those requirements
cannot be met at 10% cost. Ade%uate service to program
participants cannot be met at 10% funding.
Direct cqsts in the FNSB for sev
with indirect costs an additiona
erefore contributing more than
years, DCRA has made many program
improved the level c¢f service: As a résult, costs have risen.
Direct costs last fiscal year agproached 20%: Indirect costs
continue at 8.6%. Raising the State contribution to 15% will
approach a more equal sharing of the cost.

eral 0years averaged 12 - 13%,
| 8.6%. The Bordugh was

the State. _In the last two
c

hanges. The Borough has also

Equally important is setting che administrative fee on the

contract award rather than on the amount of benefits paid. The
costs locally to operate the Day Care Assistance pro_gram do not
fluctuate in” direct relationship to the benefits pail out each
month. For example, the cost one month to qualify 400 clients

for the program is not materially different that to qualify 375
clients for the program the next month. However, the
administrative fee Tecovery can be very different. We cannot
adjust our operating costs” month by mdnth, such as laying o ff
staff, rehiring statff, etc. to keep the administrative fee
recovery in line with the operating expenses.

The current situation causes local contractors who cannot _
subsidize the State's administrative fee to keep their_operating
costs down permanently by understaffing the program. This
understaffing causes day care benefits to lapse™ and not to reach
the clients as the program ii.ten >d.



In December 1990, the Borou%h AssemblY adopted a resolutio

urging  the Legislature to c an%e the Tevel and method of

administrative” funding for local contractors. A copy Is attached

in support of HB 384.

Should you have any questions or need further information, do not

hesitate to contact me or the Borough's Day Care Assistance

administrator, Cheryl Keepers. Thank you for your consideration.
Sincerely,

Chief Financial Officer

encl. as stated

cc. House HESS Committee Members:
Rep. Bettye Davis, Vice-Chairman
. Cheri Davis
ohn C. Gonzales
r}i iller
rk Hanley
n, Mayor
s Nofth Star Borough
e5|d|nﬂ Qfficer,
S é\lort Star Borough Assembly
0

. Commissioner ~
Community and Regional Affairs



Bg/:
Introduced:
Adopted:

RESOLUTION NO. 90-123

PROPOSING A CHANGE IN ALASKA STATUTES TO ESTABLISH A
STABLE AND ADEQUATE ADMINISTRATIVE FEE FOR ADMINISTRATION
OF THE DAY CARE PROGRAM A

WHEREAS, the Day Care Assistance program  wascreatedto
help low and moderate income parents work or train for work by
paying for child care costs; and

WHEREAS, to accomplish this goal certain administrative
tasks are required and costs are incurred;and

WHEREAS, the current law provides for a reimbursement

to local program administrators for costs of administration based
on actual subsidy expenditures; and

WHEREAS, a change from the reimbursement method to a
flat rate of program allocation would enable more dollars to bhe

used for parent subsidies rather that lapse (unspent) at year-
end; and

WHEREAS, the direct operational costs (such as rent,
salaries, supplies) of determining and monitoring parent
eligibili-y, and processing provider billings is 12-13% of the
subsidies expended, therefore, the local governments are maki.ig
up the dollars to keep the program stable; and

WHEREAS, it is in the best interest of the State to
continue to have the Day Care Program administered at the local
level; and

WHEREAS, the State is responsible to provide funds for
administration sufficient to;



1. pay the total cost of direct program operations
(administration), and

2. maximize the funding available for parent
subsidies.

NOW, THEREFORE, BE IT RESOLVED, that the Assembly of

the Fairbanks North Star Borough supports amending A.S.44.47.260"
to read

o 3D
— ™ wmo @D
(= Fatt [emipg

U
departm

O O o

m

0

mount equal to .13 [10] percent
0 annyal contract award to
e |

—O —

efits paid to day care
[ities in the geographjc area
dminjstered by] that 'municipality or
rganization, or

2) $§1,000 per year.

PASSED AND APPROVED THIS 13TH DAY OF DECEMBER, 1990

ATTEST:

c J? m 0

tl'edrk of the Assembly
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January 27, 1992
Representative Cheri Davis
P.O. Box V.

State Capitol Bldg.
Juneau, AK 99811

Dear Representative Davis,

Thank you for introducing HB 384. The issue of
administrative funding for local organizations who run the
Day Care Assistance program is of great concern to me, as
the Local Administrator  of the Fairbanks North Star Borou%h
Day Care Assistance program, and to my colleagues across the
state. As you may know, Local Administrators have an
informal association which meets annually. At our meetings
in both 1990 and 1991 this came up as the top priority
issue. Over 20 of the 30 Pro%rams were represented at the
April 1991 meeting: the vote to support changing the statute
was unanimous.

There are actually two issues that need to be addressed in
this change. One is the percentage, as you note: 10% i9 not
enough to run a quality program. ~ClientS and accountability
suffer when administration of the, program IS underfunded.
Actual costs vary from oqne mummpalﬁy/orgamzatlon 1.0
another, but Local Administrators supporte

compromise.

15% as a fair

The second issue is the mechanism,_ i.e. payments based on
the amount 0f subsidy expended. ThIS IS d complex problenm,
but the bottom line 1s that, not knowing how much
administrative funding one will receivé until after the year
is over (and theadministrative funds spent) leads

organ izat.inns to be SO conservative IN{NEII administrative
spending that people who need the assistance may not ?et it
even when subsidy funds are available. Please refer to the
attached "supplemental information" for greater detail on
this ospcct 0 the problen. | would ask you to consider
rewording HB 384 to address this issueas well.

Again, thank youfor your work on thisissue. Please let me
know how we, as Local ‘Administrators of the Day Care
Assistance program, can assist in passage of HB384,

Sincerely,

Chei7J. n.cch=j.3, r1cS’ide|1t o
Local Administrator's Association
c/o Day Care Assistance

Fairbanks North Star Borough

PO Box 71267

Fairbanks, AK 99707
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Administrative payments for local contractors running Day
Care Assistance are controlled by stature. ‘'Lhe relevant

section of the statute currently "reads:
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There are two problems wijth the existing law,

We R1echan|sm ghow the aémln?stratlve payments are
made) causes poor service to families and ineffective
program management; and

2. the amount paid to local contractors is far less
than it costs to run the program,

Local Administrators support deleting Section 44.47.260 and
replacmg it W|th

ntractor Admin trat|ve P yments
ractor acl | IStra |ve men s ma ex(cjeed AS percent
nnua a care as anc
rac or ma n recelve 1ess h 0
m nis rat| payments,

ge w j.Il resolve Lhc wuic”~liaulam issue,

the’ adequacy of funds to meet costs of runnlngathe'proréram
We. are aware that mcreasmg the adm|n|strat|ve fundlng

ould im pact, the fu g available for s u idics.  Huwever,
it would be |rrespon3|ble to continue to try to operate the
program at the current level, as this does not allow for
«dequate service to parents, child car©® provider,!, or the
community at large. It also does not allow adequate
program/fiseal accountability.

The proposed Iangua?e would allowl the state discretion in
allocating adminisfrative funds, so that programs that only
needed, for example, 12% adm|n|strat|ve fundlng would get
that. It does not mandate the full 15% be spent on

nijminj. trp tion



Supplemental—Information: DCA Administrative Funding

The Day Care Assistance program exists to help eligible
families work or train for work by paying for child care
costs. To do that, staff must meet with families, work with
child care t>roviders, prnrp.ec child car® billingc and

perform related administrative tasks.

Funding comes from the State of Alacka, via the Department
of Community and Rej/ioxitil Al'falro . The Day Care Assistance
grant provides money for child care subsidies and program
administration. An amount equal to 10% of monies spent on
subsidies can be used for administration. There are three
problems with this:

1. families are not served even though subsidy monies go
gheXFreongdr%gn; and budget management is less effective; and
5. ten percent is not enough to cover direct operational
costs.

Further explanation of each of these follows:

1. Every month the grantee pays for child care: after
totalling the amount spent, an additional 10% for
administrative costs is added to the invoice to the State.
Every month a different amount is spent on subsidies, and
the amount of administrative funding changes. Total annual
administrative receipts will not be known until the fiscal

year is over.

This uncertainty leads to being very conservative in
administrative spending - which would be good, except that



it means fewer families are served than could have heen
helped with the available subsidy funds. Keeping staffing
levels low enough to be certain to stay within budget limits
restricts the time available for client interviews. People
then have to wait for appointment openings. Some families
lose job opportunities because they can't cover child care
costs until their appointment. (This affects some programs
more than others. It 1is not a current problem in Fairbanks
because the Borough partially funds the administrative
budget. It was a problem in Fairbanks as recently as 1 year

ago. )

2. It is difficult to manage effectively with an ever
shifting amount of administrative funding: monies that could
have been spent earlier in the year to greater client
service af€ not epent until the end Of the year. ThioO
results in poorer service to families and child care
providers.

3. Direct operational costs to the grantee (salaries, rent,
supplies) usually exceed 10%. For example, these costs have
averaged 12 to 13% in the last two fiscal years for the
Fairbanks North Star Bor- ugh.- In Ketchikan, direct costs
are 22%. In Fairbanks, the Borough has made up the
difference in general fund revenues. Some local governments
those programs are not able to use all of the available
grant subsidy funds because they cannot hire enough staff to



run the program. Families are unable to work, or go to
school because they can ™ get Day Care Assistance, even

though the subsidy monies arethere.

Providing administrative funding in this manner is a major
flaw in the legislation that created the Day Care Assistance
program. Day Care Assistance administrators statewide are

working toward correcting the problem.

The solution being proposed is simple: to change the law to
provide administrative funds not to exceed 15% of total day
care assistance funds. The administrative amount would be
specified in the grant award, so local administrators could
budget with certainty. Fifteen percent would be enough to
cover direct program operating costs for many organizations:
yet it 1is not enough for any grantee organization to "skim".
This language would also give DCRA some discretion, in
allocating percentages: it is possible one grantee might
only need 12% and anotherneed 16%, as long as the total for

all programo would not exceed 15%.

ITf the overall funding for Day Care Assistance does not
increase, this wil] cut into the allowable subsidy funds.
However, by promoting more effective management, a greater
percentage of subsidy monies will be spent statewide,

helping more families.



RESOLUTION NO. 968

A RESOLUTION OF THE ASSEMBLY OF THE KETCHIKAN
GATEWAY BOROUGH, ALASKA, SUPPORTING LEGIS-
LATION TO ESTABLISH STABLE AND SUFFICIENT
FUNDING FOR COSTS INCURRED IN THE ADMINIS-
TRATION OF THE STATE DAY CARE PROGRAM; AND
ESTABLISHING AN EFFECTIVE DATE.

RECITALS

A. The State of Alaska Day Care Assistance program was
created to help low and moderate income parents work or train for
work by paying for child care costs.

B. In accomplishing this goal, certain administrative tasks
are required and costs are incurred by local Day Care Adminis-
trators .

C. The current law provides for the reimbursement to local
governments for the cost of administration of the program based on
actual subsidy expenditures,

D. A change from the current reimbursement method to a flat
rate of program allocation method would enable more dollars to be
used for parent subsidies rather than lapse, unspent, at the end of
the year.

E. The direct operational costs, such as rent, salaries,
supplies, and of determining and monitoring parent eligibility and
processing provider billings, is substantially higher than the

subsidies expended, forcing local governments to make up the cost
differential to keep the program stable.

F. The Assembly believes that it is in the best interest of
the State of Alaska to continue to have the Day Care Program
administered at the local level,

G. Under the Day Care Assistance Program, the State s
responsible for providing funds for administration that are
sufficient to pay the total cost of direct program operations
(administration) and for maximizing the funding available for
parent subsidies within each communb5.ty.

NOw, THEREFORE, IT IS RESOLVED BY THE ASSEMBLY OF THE
KETCHIKAN GATEWAY BOROUGH, ALASKA, as follows:

Section 1: The Borough Assembly hereby supports legislation
to establish stable and sufficient funding for costs incurred in
the administration of the State Day Care Program.

JO/E2



REsoLUTION NO. 968 Page 2

section__2: When a contract is executed under AS
44.47.250(b)(@2) or (b)(4) between the State and a municipality or
an organization, the Assembly recommends that the State pay to the
municipality or organization the greater of the following: (1) an
amount equal to twenty-two percent (22%) of the total annual
contract award for Day Care benefits paid to Day Care facilities 1in
the geographic area administered by that municipality or
organization (including any subsequently available funds), or (2)

one thousand dollars ($1,000) per year.

Section 3: This Resolution is jjEfedfive upon adoption.

BOROUGH MAYOR

ATTEST:

Approved as to form;

IIStfERIM BOROUGH ATTORNEY
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KIDPAC supports changing how local contractors are paid for
administering the Day Care Assistance program.

Administrative payments Tfor local contractors running Day

Care Assistance are controlled by statute. There are two
problems with the existing law;

1* the amount paid to local contractors is far less than
it costs to run the program, and

2. the mechanism (how the administrative payments are

made) causes poor service to clients as well as giving local
contractors unnecessary fiscal headaches.

KIDPAC supports deleting Section 44.47.260, which restricts
administrative payments to 10% of benefits paid for child
care, and replacing it with;

Contractor administrative payments may not exceed 15 percent
of the annual day care assistance program funds. A
contractor may not receive less than $1,000 in
administrative payments..

This change will resolve the mechanism issue, and improve
the adequacy of funds to meet costs. Please note that 15%
will NOT cover the Tfull cost of running the program: local
communities will still be paying something toward
administering Day Care Assistance.

We are aware that increasing the administrative funding
could impact the funding available for subsidies. However,
it would be irresponsible to continue to try to operate the
program® at the current level, as this does not allow for
ach><uate service to parents, child care providers, or the
community at large. It also does not allow adequate
program/fiscal accountability.

The proposed language would allow the state discretion 1in
allocating administrative funds, so LhalL programs Llial only
needed, for example, 12% administrative funding would get
that. It does not mandate the full 15% be spent on
administration.

KIDPAC - A Voice for Children
PO Box 20226

Anchorage, AK 99520

11791



KIDPAC Position Paper
Day Care Assistance Administrative Funding
Supplemental Information

11/91

The Day Care Assistance program exists to help eligible
families work or train for work by paying for child care
costs. To do that, staff must meet with families, work wl\.h
child care providers, process child care billings and

perform related administrative tasks.

Funding comes from the State of Alaska, via the Department

of Community and Regional Affairs. The Day Care Assistance
grant provides money for child care subsidies and program
administration. An amount equal to 10% of monies spent on
subsidies can be used for administration. There are three
problems with this:

1. families are not served even though subsidy monies go
unexpended;

2. program and budget management 1is leas effective; and

3. ten percent is not enough to cover direct operationa."L
costs.

Further explanation of each of these follows:

1. Every month the grantee pays for child care: after
totalling the amount spent, an additional 10% for
administrative costs 1is added to the 1invoice to the Sta":e.
Every month a different amount 1is spent on subsidies, and
the amount of administrative funding changes. Total annual

administrative receipts will not be known until the fiscal

year is over.



This uncertainty loads to being very conservative 1in
administrative spending- which would be good, except that
it means fewer families are served than could have been
helped with the available subsidy funds. Keeping staffing
levels low enough to be certain to stay within budget
severely limits the time available for client interviews.
People then have to wait for appointment openings. Families
lose job opportunities because they can®"t cover child care

costs until their appointment.

2. It is difficult to manage effectively with an ever
shifting amount of administrative funding: monies that could
have been spent earlier in the year to greater client
service are not spent until the end of the year. This
results in poorer service to families and child care

providers.

3. Direct operational costs to the grantee (salaries, rent,
supplies) usually exceed 10%. For example, these costs have
averaged 13% in the last two Tfiscal years in Fairbanks. In
Ketchikan, direct costs are 22%. While the 10% was designed
to require local contribution, some local governments do not
contribute to their Day Care Assistance programs. Those
programs are not able to use all of the available grant
subsidy funds because they cannot hire enough staff to run

the program. Families are unable to work or go to school



because they can"t get Day Care Assistance,even though the

subsidy monies are there.

Providing administrative funding in this manner 1is a major
flaw in the legislation that created the Day Care Assistance

program.

The solution, being proposed is simple: to change the law to
provide administrative funds not to exceed 15% of total day
care assistance funds. The administrative.amount would be
specified in the grant award, so local administrators could
budget with certainty. Fifteen percent would be enough to
cover direct program operating costs for many organizations:
yet it is not enough for any grantee organization to "skim".
This language would also give DCRA some discretion in
allocating percentages: it is possible one grantee might
only need 12% and another need 16%, as long as the total for

all programs would not exceed 15%,

If the overall funding for Day Care Assistance does not
increase, this will cut into the allowable subsidy funds.
However, by promoting more effective management, a greater
percentage of subsidy monies will be spent statewide,

helping more families.

KIDPAC - A Voice for Children
PO Box 202266
Anchorage, AK 09520-



KETCHIKAN GATEWAY BOROUGH

i Day Care Assistance
S 360 Main Street
Ketchikan, Alaska 99901
(907) 228-6636

February 15. 1iv92

Representat. ivs Cheri Davis
P.O. Bf'X V
Juneau Alaska 998 11

Dear Kenresen>at iv*~ Davi.-;

As the 1l.ocal Admini at rator for the Ketchikan Dav are Assistance
Procram 1 am writ mu 1in .suprori of HB ‘el

The DCAP nrocjram has been functioning for fhe past 12 vears with
tho same percentaae (10?]1 for administrative cos’ . Two other day
care related programs. Transitional Day Care (TCCB) and At Risk
Assistance (ARA) both aliocate 15% for adminiserative costs.

| appreciate your efforts to put DCAP in line with TCCB and ARA.
Please add my name to those in support of HE 354,

Sincerelv,

Linda Inalicf .
Day Care Administrator



February 13, 1592

Representative Cheri Davis
Alaska State Legislature
State Capitol

Juneau, Alaska 99801-1182

RE: HB 384

Dear Representative Davis:

T am the Daycare Assistance Local Administrator in Petersburg
and wish to convey to you my strong support for the passing of HB
384

Administrative costs have remained at 10% since the inception
of the Daycare Assistance program which has been nearly 15 years.
As we both know, the costs of administrative expenses have done
nothing but increase.

Local administrators have had to absorb the increase of phone,
postage, office supplies, advertising, gas, etc. even though they
have received no increase for administrative costs to help absorb
the 1increase of expenses leaving the local administrators going
backwards for too many years and this doesn"t even allow for
inflation or a recession.

It is 1long past-due for an increase for administrative
expenses and 1 strongly send mv support for the passage of HB
384.

Sincerely,

Terry H. Hindman

Local Daycare Assistance Administrator
P.O. Box 1089

Petersburg, Alaska 99833

(907) 772-3565

cc: Cheryl Keepers

TOTAL P.



HOUSE COMMITTEE REPORT

a)

Date Referred: January 13, 1992 FURTHER REFERRALS: Community & Regional Affairs
Finance

Date of Committee Action:

The HEALTH, EDUCATION AND SOCIAL SERVICES Committee considered: HB 384

HOUSE BILL NO. 384 ADMIN. COSTS OF DAY CARE PROGRAMS

"An Act relating to administrative costs of contractors under the day care assistance program."

RECOMMENDATIONS: | ] the same title
be replaced with 1 ] anew title

[ ] have attached amendments(s)

[ L']-'do'pass

[ ] do notpass
[ ] norecommendations
[*-individual recommendations

[ ] additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(S):  (Depy APPROVES PREVIOUS: (Dept/Due)
[Lflfscal impact Com no -Y V<lcyprrioSL J Fiscal note(s)
[ ] zero fiscal note [ ] zero fiscal note(s)

SIGNINGDO PASS DP OTHER RECOMMENDAT IONS DNP NR AM

; -
—1
)

cuAmd im~s1GNAREN



WORK DRAFT (ffi WORK DRAFT WORK DRAFT

7-LS 184473
Cook
3/13/92
CS FOR HOUSE BELL NO. 476 (CRA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE -SECOND SESSION
BY THE HOUSE COftIMUNITY AND REGIONAL AFFAIRS COMMITTEE
Offered:
Referred:
Sponsors):  HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMTITEE
A BELL
FOR AN ACT ENTITLED
1 "An Act requiring municipal fiscal, notes for bills and resolutions."
2 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
3 *Section 1. AS 24.08.035 is amended by adding a new subsection to read:
4 (e) If a bill or resolution that is referred to at least two committees, except an
5 appropriation bill, affects a municipality, there shall be attached to the measure a municipal fiscal
6 note containing an estimate for the current fiscal year and five succeeding fiscal years of the cost
7 to municipalities that would result from enactment of the measure. If the measure does not
8 increase costs to a municipality, a statement to that effect shall be attached. The second
9 committee of referral shall request the municipal fiscal note. It shall be prepared by the
10 Departmentof Community and Regional Affairs in cooperation with other affected state agencies.
11 It shall be. delivered in accordance with (d) of this section within five days of the request, or
12 within two days if the request is made after the 90th day of a reqular session or during a special
13 session. To the extent practicable, before delivering the fiscal note the department shall consult
14 with municipalities that would be affected by the measure. The municipal fiscal note must
- CSHB 476(CRA)

New Text Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT WORK DRAFT

contain information that substantially complies with (c)(1), (2), (6), and (7) - (9) of this section.
An amendment or a substitute measure proposed by a committee of referral that changes the

1
2
3 fiscal effect of a bill on a municipality shall be explained by the department in a revised
4 municipal fiscal note attached to the bill.

5

* Sec. 2. This Actis repealed July 1, 1997.

CSHB 476(CRA) 2-
New Text Underlined [DELETED TEXT BRACKETED]



MEMORANDUM

TO: JER"DV

FROM NANC?-~ /

RE TODAY*S MEETING AVAIRI\

HB 384 - Current law limits administrative costs of day care
assistance to 10%; this billl would increase it to 15%. DCRA

fiscal note reflects that the 5% increase in administrative
costs will remove $570,000 from the program and eliminate
funding for 160 children if new funds are not received for the

program to cover the 1increase. The department supports the
bill because it believes the increased administrative funding
will encourage more municipalities to participate. I also

note that DCRA proposes to reduce day care assistance by
$884.7 under their budget reduction scenario.

HB 526 - Rep. Lincoln 1is meeting this morningwith Commerce
and DOTPF to try to work out some issues withthebill. DOTPF
apparently has problems with the bill; Commerce has submitted
a $99.9 fiscal note (none received as yet from DOTPF). This

bill allows communities to form local citizen®s commissions to
monitor state construction contracts in progress and evaluate

performance. Commerce would be required to base decisions on
the renewal of a contractor®s license on the recommendation of
these local commissions. Unincorporated communities would be

given the right to participate in contract administration;
they may assume all or part of the public works
administration, or jointly administer with the department
(DOTPF). Small communities (under 2,000) would be relieved
from the competitive bid process for contratsforgoods or
services on projects under $100,000.

HB 476 - We have a new draft CS. I have 1incorporated
amendments which 1include: the fiscal note will be requested
at the second committee of referral; will reflect only costs
and not savings; will be done by C&RA in cooperation with any
affected state agencies; will be distributed in accordance I
with AS 24.08.035(d); will include information r”~juirsd 1in A"
24.08.035(c) (1), (2), () and (1) - (9); and will sunset in
five years.

I did not include two of the amendments requested by the AML.
One was to define "mandate™, a term which dees not appear in
the bill; the other one provided that no legislation or agency
rule would be binding on local governments if a fiscal note
form was not attached. The legislature cannot pass a bill
which binds them to any future action; also, if you have a
bill with only one committee referral, there would be no
requirement for a fiscal note to be prepared. I was also
confused by the term "agency rule”; 1 would assume that
includes policy and regulation, which goes beyond the scope of
this bill.



