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G i v e n  an i n d u s t r y  w i t h  t h e s e  c h a r a c t e r i s t i c s  and b o a r d s  of 
d i r e c t o r s  i n t i m a t e l y  c o n c e r n e d  w i t h  the p r o f i t a b i l i t y  of ea ch  
o p e r a t i o n ,  the q u e s t i o n  b e c o m e s :  How can l o c a l  or s t a t e  tax
a s s e s s o r s  or t h e i r  s t a f f s  e v e n  b e g i n  to d e t e r m i n e  the v a l u e  of a 
m i n e r a l  d e p o s i t  w h e n  t h e s e  c o m p a n i e s  ha v e s u c h  d i f f i c u l t i e s  
d e t e r m i n i n g  the v a l u e ?

T h e  s e c o n d  m a j o r  p r o b l e m  w i t h  the t a x a t i o n  of m i n e r a l s  in p l a c e  is 
t h a t  it d i s c o u r a g e s  e x p l o r a t i o n  in two w a y s . Fi r s t,  it d i s c o u r a g e s  
e x p l o r a t i o n  in an y j u r i s d i c t i o n  th a t u t i l i z e s  a s c h e m e  of in p l a c e  
m i n e r a l s  t a x a t i o n ,  a nd  s e c o n d ,  it d i s c o u r a g e s  e x p l o r a t i o n  even  if 
in p l a c e  t a x a t i o n  is on the b o o k s  bu t not b e i n g  used. It w i l l  
d i s c o u r a g e  e x p l o r a t i o n  of a r e a s  w h e r e  l i t t l e  is c u r r e n t l y  k n o w n  
( g r a s s  r o o c s  e x p l o r a t i o n )  a n d  it w i l l  d i s c o u r a g e  a c o m p a n y  f r o m  
f u l l y  e v a l u a t i n g  d e p o s i t s  th at  are a l r e a d y  w e l l  d e f i n e d  or are 
a l r e a d y  in p r o d u c t i o n .  In t h i s  i n s t a n c e  the ta x w o u l d  d i s c o u r a g e  
the m o s t  e f f i c i e n t  m a n a g e m e n t  of the mine.

M i n i n g  c o m p a n i e s  and  f i n a n c i a l  i n s t i t u t i o n s  that lo a n to them 
t y p i c a l l y  h a v e  a c h e c k l i s t  of i t e m s  t h a t  they c o n s i d e r  at e a c h  step 
in t h e i r  s e a r c h  for n e w  m i n e s .  B e f o r e  a c o m p a n y  b e g i n s  m o r e  than 
a c u r s o r v  r e v i e w  of m i n e r a l  p r o s p e c t s  in Al a s k a ,  th ey  w i l l  c o m p a r e  
A l a s k a  to the o t h e r  s t a t e s ,  p r o v i n c e s  an d c o u n t r i e s  w h e r e  they  ma y 
w i s h  to i n v e s t  t h e i r  e x p l o r a t i o n  d o l l a r s .  Th e i t e m s  on the 
c h e c k l i s t  w i l l  i n c l u d e  - r e g u l a t i o n s ,  r e g u l a t o r y  s t a b i l i t y ,  t ype s 
of ta x es , e x i s t i n g  tax l e v e l s ,  tax s t a b i l i t y ,  f i s c a l  s t a b i l i t y  of 
th e s t a t e  or c o u n t r y  t h a t  m a y  a f f e c t  taxes, etc. T h e  c h e c k l i s t  
w i l l  a l s o  a d d r e s s  p o l i t i c a l  s t a b i l i t y ,  l a b o r  f o r c e  a v a i l a b i l i t y ,  
l a b o r  f o r c e  a t t i t u d e s ,  an d  o p e r a t i n g  c o s t  c o n s i d e r a t i o n s .

T h e s e  i t e m s  are r e v i e w e d  b e f o r e  a p p r o v a l  is g i v e n  to s p e n d  m o n e y  
in a p a r t i c u l a r  s t a t e  or c o u n t r y .  T h e  e x p l o r a t i o n  b u s i n e s s  is one 
of f i n d i n g  l i k e l y  e x p l o r a t i o n  t a r g e t s  and d e v e l o p i n g  s u f f i c i e n t  
i n f o r m a t i o n  to d e t e r m i n e  if th at  t a r g e t  can ever  b e c o m e  a mine. 
T h i s  p r o c e s s  r e q u i r e s  m a n y  y ea r s .  For  G r e e n s  Cr e ek , the l a r g e s t  
s i l v e r  m i n e  in N o r t h  A m e r i c a ,  it t o o k  17 y e a r s  f r o m  the i n i t i a l  
d i s c o v e r y  u n t i l  f i r s t  p r o d u c t i o n .  For  Red Dog, the l a r g e s t  z xn c 
d e p o s i t  in the w o r l d ,  it t o o k  21 y e a r s  f r o m  i n i t i a l  d i s c o v e r y  u n t i l  
f i r s t  p r o d u c t i o n .  F o r  D i a m o n d - C h u i t n a  C o a l  Co., it has th us  far 
t a k e n  14 y e a r s  and  th e f i r s t  ton of c o a l  has yet to be m i n e d  and 

s o l d .

If an in p l a c e  ta x  had  b e e n  c h a r g e d  on t he se  m i n e r a l s  b e f o r e  the y 
w e r e  m i n e d ,  t h e r e  is a h i g h  l i k e l i h o o d  that no m i n i n g  w o u l d  ev er  
h a v e  t a k e n  pl a ce . T h e  c o s t  b u r d e n  in the  e a r l y  y e a r s  of a p r o j e c t  
an d  the  u n c e r t a i n t y  as to h o w  lo n g th is  o n g o i n g  c o s t  b u r d e n  w o u l d  
c o n t i n u e  b e f o r e  the m i n e  c o u l d  s t a r t  w o u l d  ha ve  be e n a s i g n i f i c a n t  
a r g u m e n t  a g a i n s t  c o n t i n u i n g  e x p l o r a t i o n .
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E a c n  y e a r  a m i n i n g  c o m p a n y  r e - e v a l u a t e s  the v a r i o u s  p r o j e c t s  a r o u n d  
the w o r l d  w h e r e  it c a n  i n v e s t  it s e x p l o r a t i o n  d o l l a r s .  W i t h i n  
o v e r a l l  c o r p o r a t e  o b j e c t i v e s ,  e a c h  p r o s p e c t / p r o j e c t  w i l l  c o m p e t e  
w i t h  e v e r y  o t h e r  p r o j e c t  for f u n d i n g  for  the n e x t  y e ar . E a c h  year 
the c h e c k l i s t  c o m e s  o u t  an d f u r t h e r  i n v e s t m e n t  is w e i g h e d  a g a i n s t  
the r e s u l t s  of th i s y e a r ' s  e x p l o r a t i o n  f i n d i n g s  ar d a n y  c h a n g e s  to 
the r e g u l a t o r y ,  tax, p o l i t i c a l ,  etc  c l i m a t e s .  A p r o j e c t  in A l a s k a  
w i l l  h a v e  to c o m p e t e  fo r  f u n d i n g  w i t h  p r o s p e c t s  in M e x i c o ,  B o l i v i a ,  
I n d o n e s i a ,  U S S R ,  etc. If the A l a s k a n  p r o j e c t  c a r r i e s  w i t h  it a tax 
on in p l a c e  m i n e r a l s ,  t h a t  p r o j e c t  w i l l  be at a d i s a d v a n t a g e .

B e c a u s e  of the l a c k  of t r a n s p o r t a t i o n  i n f r a s t r u c t u r e  in A l a s k a ,  it 
is s i m p l y  m o r e  e x p e n s i v e  to c o n d u c t  m i n e r a l s  e x p l o r a t i o n  and 
d e v e l o p  and  o p e r a t e  a m i n e  h e r e  t h a n  in m a n y  o t h e r  p l a c e s  of the 
w o r l d .  In p l a c e  t a x a t i o n ,  and  the  s c a r y  p r o s p e c t  of b e i n g  t a x ed  
on a r e s o u r c e  b e f o r e  it is e c o n o m i c ,  is j u s t  o ne  m o r e  d i s i n c e n t i v e  
to d o i n g  b u s i n e s s  in A l a s k a .

A l a s k a  is a l r e a d y  at a s e v e r e  d i s a d v a n t a g e  for a v a r i e t y  of 
r e a s o n s .  T h e s e  i n c l u d e  the c o s t  of o p e r a t i n g  in the n o r t h  an d  the 
l a c k  of i n f r a s t r u c t u r e .  T h e y  a l s o  i n c l u d e  the f a c t  th at  mo st  
m i n i n g  c o m p a n i e s  h a v e ,  at l e a s t  up u n t i l  t h e  p a s t  two y e a r s ,  se en  
A l a s k a  as a bad  p l a c e  to do b u s i n e s s .  T h e y  h a v e  s e e n  A l a s k a  as a 
p l a c e  w h e r e  t h e y  w i l l  be h a r a s s e d  by all  w inner of p r e s e r v a t i o n i s t  
g r o u p s  th at  h a v e  c l a i m e d  A l a s k a  as t h e i 1* big pa rk. T h e y  have  
w a t c h e d  as the s t a t e  h a s m i l k e d  th e o i l  i n d u s t r y  at e v e r y  turn. 
T h e y  h a v e  w a t c h e d  s o m e  p a s t  s t a t e  a d m i n i s t r a t i o n s  t h u m b  t h e i r  nose  
at m i n i n g  a nd  e v e n  t a r g e t  m i n i n g  c o m p a n i e s  f o r , h a r a s s m e n t .

B e c a u s e  of t h e s e  and m a n y  o t h e r  f a c t o r s ,  t h e r e  are  n o w  on ly  five 
m i n e s  in the e n t i r e  s t a t e  w i t h  m o r e  t h a n  100  e m p l o y e e s .  F r o m  W o r l d  
W a r  II u n t i l  19 89  w h e n  G r e e n s  C r e e k  a n d  R e d  Do g b e g a n  o p e r a t i o n  
t h e r e  had  b e e n  e f f e c t i v e l y  no h a r d  r o c k  m i n i n g  in the S t a t e  of 
A l a s k a .  T h e r e  a r e  3 0 0 0  c o a l  m i n e s  in the  U.S.  and in s p i t e  of the 
f a c t  t h a t  A l a s k a  h a s  as m u c h  c o a l  as th e o t h e r  s t a t e s  c o m b i n e d ,  
t h e r e  is o n l y  one  o p e r a t i n g  c o a l  m i n e  in A l a s k a .  We are, h o w e v e r ,  
n o w  s e e i n g  m a n y  c o m p a n i e s  r e t u r n  to l o o k  f o r m i n e r a l s  in A l a s k a .  
It i s as if G r e e n s  C r e e k  a n d  Red  D o g  h a v e  s h o w n  the w o r l d  th at  it 
is p o s s i b l e  to s t a r t  a m a j o r  m i n e  in A l a s k a .  T h i s  n o t i o n  had b e e n  
in q u e s t i o n  f o r  m a n y  y e a r s .  T a x a t i o n  of m i n e r a l s  in p l a c e  w i l l  act 
to n e g a t e  the p o s i t i v e  c h a n g e s  t h a t  h a v e  o c c u r r e d .

A t h i r d  f a c t  to c o n s i d e r  is t h a t  t a x a t i o n  of m i n e r a l s  in p l a c e  is 
an a d d i t i o n a l  b u r d e n  on l o c a l  c o m m u n i t i e s  t h a t  are  a l r e a d y  
s t r u g g l i n g  to e n c o u r a g e  c r e a t i o n  of n e w  j o b s  and e x p a n d  t h e i r  rea l 
p r o p e r t y  tax b ase . F o r  m u c h  of A l a s k a  the  o n l y  o p p o r t u n i t y  for 
e c o n o m i c  d e v e l o p m e n t  and  c r e a t i o n  of n e w  1obs is t h r o u g h  
d e v e l o p m e n t  of th e  m i n e r a l  r e s o u r c e s .  M a n y  p a r t s  of the  s t a t e  do 
n o t  h a v e  t i m b e r  or f i s h  or oil.  T h e  o n l y  o p p o r t u n i t y  in t h os e 
a r e a s  f o r  g o o d - p a y i n g ,  s k i l l e d ,  c l o s e - t o - h o m e , y e a r - a r o u n d  job s is 
the d e v e l o p m e n t  of t h e  m i n e r a l s .  It s h o u l d  a l s o  be n o t e d  that  on 
a n a t i o n - w i d e  a v e r a g e ,  m i n i n g  j o b s  a r e  h i g h e r  p a y i n g  than 
c o m p a r a b l e  j o b s  in o t h e r  i n d u s t r i e s .
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If in p l a c e  m i n e r a l s  ar e ta xed , l o c a l  c o m m u n i t i e s  w i l l  be h u r t  
w i t h o u t  e v e n  k n o w i n g  it. M a n y  of the  m i n i n g  c o m p a n i e s  th a t  have  
the e x p e r t i s e  to fi nd  an d d e v e l o p  the m i n e r a l s  w i l l  n o t  e v e n  go ou- 
in A l a s k a  to lo o k for ne w  m i n e s .  T h e y  w:i 11 not be t h e r e  to p r o v i d e  
e x p l o r a t i o n  jobs in the e a r l y  y e a r s  of a p r o j e c t  no r w i l l  t h e y  be 
t h e r e  to p r o v i d e  m i n e  o p e r a t i n g  j o b s  and lo n g t e r m  e m p l o y m e n t .

D u r i n g  the m e e t i n g  he r e in A n c h o r a g e ,  S t a t e  A s s e s s o r  Mr. M i k e  
W o r l e y  descrii.ed the a s s e s s m e n t  of v a l u e  as a c o m b i n a t i o n  of m a n y  
f a c t o r s .  He d e s c r i b e d  t h i s  as the  v a l u e  of the f a c i l i t i e s  an d 
i m p r o v e m e n t s  a l o n g  w i t h  the v a l u e  of a p a r t i c u l a r  p i e c e  of la nd  
b a s e d  on it s l o c a t i o n  or s e t t i n g .  T h e v a l u e  of an u n d e v e l o p e d  lot 
t h e r e f o r e  i n c l u d e s  the p o t e n t i a l  v a l u e  of the lot f o r  th e h i g h e s t  
and b e s t  us e to w h i c h  it c o u l d  be p l a c e d .  A f o u r t h  m a j o r  p r o b l e m  
w i t h  in p l a c e  t a x a t i o n  is t h e r e f o r e :  H o w  w i l l  the v a l u e  of the
n o n - t a n g i b l e  n a t u r a l  r e s o u r c e s  th a t e x i s t  due to l o c a t i o n  or 
s e t t i n g  be d e t e r m i n e d ?  F o r  the lot in town, t hi s n o n - t a n g i b l e  
v a l u e  is d e t e r m i n e d  and it w i l l  h a v e  to be d e t e r m i n e d  for  all  a r e a s  
of the st at e .

F o r e x a m p l e ,  h o w  w i l l  " w i l d e r n e s s  c h a r a c t e r "  be v a l u e d ?  T h i s  is 
c l e a r l y  a n a t u r a l  r e s o u r c e  t ha t  is in p l a c e  a n d  it to o w i l l  n a v e  
to be t a x e d .  W h a t  is th e v a l u e  of " w i l d e r n e s s  c h a r a c t e r "  f o r  a 
r e m o t e  a r e a  w h e r e  one  c a n  se e w i l d l i f e  on a c o n s i s t e n t  b a s i s ?  
W h a t  is the i n c r e a s e d  v a l u e  of a p a r c e l  of la n d that  has  a f a b u l o u s  
v i e w  of Mt. M c K i n l e y  or Mt. S a i n t  E l i a s ?  T h o s e  s i t e s  h a v e  a 
n a t u r a l  r e s o u r c e  v a l u e  b a s e d  on t h e i r  l o c a t i o n  ju s t as the lot in 
t o w n  has  a v a l u e  b a s e d  on its  l o c a t i o n .

T h i s  is an " o p p o r t u n i t y  v a l u e " t h a t  e x i s t s  for m a n y  d i f f e r e n t  
r e s o u r c e s .  A t r e m e n d o u s  o p p o r t u n i t y  m a y  e x i s t  if a l o d g e  w e r e  to 
be c o n s t r u c t e d  and  m a r k e t e d  for E u r o p e a n  or J a p a n e s e  c u s t o m e r s  at 
$ 5 0 0 0  per  we ek. U n t i l  t h a t  l o d g e  is b u i l t  and  has  d t v e l o p e d  its 
n i c h e  in the m a r k e t  it w i l l  be i m p o s s i b l e  to d e t e r m i n e  w h a t  t h a t  
o p p o r t u n i t y  v a l u e  r e a l l y  is. It w i l l  be e a s i e r  to c a l c u l a t e  tor  
l o d g e s  an d  r e s o r t s  t h a t  ar e a l r e a d y  in o p e r a t i o n  and are 
b e n e f i t t i n g  f r o m  the o p p o r t u n i t y  v a l u e  of the n a t u r a l  r e s o u r c e s  
a r o u n d  th em.

Mr. W o r l e y  a l s o  d i s c u s s e d  s e v e r a l  t a x  p o l i c y  c o n s i d e r a t i o n s .  T h e s e  
i n c l u d e d  f a i r n e s s  b e t w e e n  t a x p a y e r s  and f a i r n e s s  b e t w e e n  
m u n i c i p a l i t i e s .  If n a t u r a l  r e s o u r c e s  ar e  to be t a x ed  in p l a c e  and 
t a x a t i o n  is to be fair, a l l a r e a s  of the  s t a t e  w i l l  be s u b j e c t  to 
t a x a t i o n  of t h e i r  s c e n i c  v a l u e s ,  w i l d e r n e s s  c h a r a c t e r ,  w i l d e r n e s s  
p r o x i m i t y ,  and  o t h e r  s u c h  r e s o u r c e  v a l u e s .
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W h a t  a b o u t  h u n t i n g  and f i s h i n g  l o d g e s ?  W h a t  a b o u t  l o d g e s  th a t 
f o c u s  on h i k i n g  or m o u n t a i n  c l i m b i n g ?  T h e s e  o f t e n  o c c u p y  and 
u t i l i z e  the m o s t  b e a u t i f u l  p a r t s  of the state. T h e y  w i l l  be 
s u b j e c t  to t a x a t i o n  of the r e s o u r c e s  they u t i l i z e  eve n if the 
r e s o u r c e s  are not c o n s u m e d ,  j u s t  as in the cas e of m i n e r a l s  th at  
are n o t  e x t r a c t e d  f r o m  the g r o u n d .  Of c o u r s e  it c o u l d  be a r g u e d  
t h a t  th e h u n t i n g  and f i s h i n g  l o d g e s  do i n d e e d  c o n s u m e  so me  of the 
r e s o u r c e s .

In a s i m i l a r  vein, a f i f t h  p r o b l e m  w i t h  t a x a t i o n  of n a t u r a l  
r e s o u r c e s  in p l a c e  i n v o l v e s  how w i l l  the f is h r e s o u r c e s  ^ v a i l a b’e 
to f i s h i n g  s i t e s  be t a x e d ?  T h e  fi sh  ar e c l e a r l y  a n a t u r a l
r e s o u r c e .  T he  " l o t” w h e r e  the f i s h  si te  is l o c a t e d  L a s  a 
m e a s u r a b l e  m a r k e t  v a l u e  bu t  it a l s o  ha s an " o p p o r t u n i t y  v a l u e "  by 
v i r t u e  of the fi s h t h a t  pa ss  the site. If the f i s h e r m a n  is 
d i l i g e n t  and f i s h e s  e v e r y  m i n u t e  of e ve ry  o p e n i n g  he w i l l  l i k e l y  
h a v e  a g r e a t e r  p r o f i t  t h a t  if he f i s h e s  on ly  the best  or raout 
c o n v e n i e n t  o p e n i n g s .  W h a t  t h e n  is the b a s i s  for t a x i n g  the in 
p l a c e  r e s o u r c e  t h a t  is a v a i l a b l e  to him?

A s i x t h  p r o b l e m  is w h e t h e r  or n o t  it w o u l d  be c os t e f f e c t i v e  to 
a t t e m p t  t a x a t i o n  of in p l a c e  r e s o u r c e s .  T he  a b o v e  e x a m p l e s  s h o w  
s o m e  of '-.he d i f f i c u l t i e s  t h a t  w i l l  be e n c o u n t e r e d .  W h a t  w i l l  be 
the c o s t  of a s s e s s i n g  the in p l a c e  r e s o u r c e  v a l u e s  for  fish,
t i m b e r ,  w i l d e r n e s s  c h a r a c t e r ,  s c e n i c  views, l o dg es , an d m i n e r a l s ?  
T h e  d i r e c t  f i n a n c i a l  c o s t s  to the m u n i c i p a l i t i e s  and the  s t a t e  w i l l  
be v e r y  h i g h  as w i l l  t h e  i n d i r e c t  c o s t s  th a t wi ll  r e s u l t .

Th e  d i r e c t  c o s t s  ar e  not  a one  time c h a r g e  e i t h e r .  V a l u e
a s s e s s m e n t  of in p l a c e  r e s o u r c e s  w i l l  in m a n y  i n s t a n c e s  r e q u i r e  a
y e a r l y  r e - e v a l u a t i o n .  F i s h  r e s o u r c e s  a v a i l a b l e  to the f i s h e r m a n  
w i l l  v a r y  f r o m  y e a r  to y e a r  as w i l l  the c o s t  of o p e r a t i o n  a nd  the 
p r i c e  th at  he can ge t  fo r the r e s o u r c e .  F r o m  a m i n e r a l s  s t a n d p o i n t  
the " v a l u e "  of ore d e p o s i t s  a l s o  c h a n g e  e a c h  year. So m e ore  is 
m i n e d  ( h o p e f u l l y ) ,  a d d i t i o n a l  d r i l l i n g  ma y add to the ore r e s e r v e s ,  
c h a n g e s  in th e m e t a l l u r g y  of the or e b e i n g  m i n e d  (the d i ^ - ' c u l t y  
of r e m o v i n g  the m e t a l  f r o m  the r o c k)  may  i n c r e a s e  c o s t  o t h e r
f a c t o r s  may  i n c r e a s e  c o s t s ,  a nd  th e p r i c e s  r e c e i v e d  for  t b \etals 
w i l l  a l w a y s  f l u c t u a t e .  E a c h  of t h e s e  c h a n g e s  m e a n s  '* the  
" v a l u e "  of the  m i n e r a l s  in p l a c e  w i l l  ch a n g e .

T h e  i s s u e  of a n n u a l  r e - e v a l u a t i o n  s h o u l d  be a c o n c e r n .  I b e l i e v e  
A r i z o n a  is one of o n l y  t w o s t a t e s  t h a t  s t i l l  a t t e m p t s  tc tax or e 
r e s e r v e s  in pl ac e.  I t a l k e d  w i t h  m i n i n g  i n d u s t r y  o f f i c i a l s  t h e r e  
a n d l e a r n e d  th a t in A r i z o n a  t h e r e  ar e fi v e m a j o r  m i n i n g  c o m p a n i e s  
t h a t  ha ve  14 o p e r a t i n g  p r o p e r t i e s  w i t h  c o p p e r  and  g o l d  b e i n g  the 
p r i m a r y  c o m m o d i t i e s  p r o d u c e d .  T h e  a s s e s s e d  v a l u e  of the ore  
r e s e r v e s  a r e  r e — e v a l u a t e d  e a c h  y e a r  b a s e d  on m e t a l  p r i c e s ,  
o p e r a t i n g  c o s t s  and p r o f i t s  a n d  the p r o c e s s  is a v e r y  s t r e n u o u s  o n e  
for  al l  c o n c e r n e d .
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Th e  i n d i r e c t  c o s t s  w i l l  i n c l u d e  d i s a g r e e m e n t s  b e t w e e n  the l o d g e s ,  
f i s h e r m e n ,  l o g g e r s ,  m i n e r s ,  etc. s e e k i n g  to o p e r a t e ,  and the 
m u n i c i p a l i t i e s .  A r g u m e n t s  and  d i s c o n t e n t  b e t w e e n  t h e s e  g r o u p s  and  
the m u n i c i p a l i t i e s  w o u l d  b e c o m e  a ve r y d i v i s i v e  f a c t o r  for  the 
c o m m u n i t i e s .  We n e e d  o n l y  lo ok  at the p r o b l e m s  t h a t  a r i s e  r i g h t
n o w  w h e n  a s s e s s o r s  s e e k  to p l a c e  a v a l u e  on r e a l  p r o p e r t y  th a t can
be se en,  t o u c h e d  an d m e a s u r e d .  T h e r e f o r e ,  w h a t  w i l l  it be l i k e  to 
v a l u e  r e s o u r c e s  t h a t  c a n n o t  be se en, t o u c h e d  or m e a s u r e d ?

A s e v e n t h  p r o b l e m  w i l l  a r i s e  w h e n  a c o m p a n y  tha t h a s  b e e n  t a x e d  
for s e v e r a l  y e a r s  on the in p l a c e  n a t u r a l  r e s o u r c e s  d e c i d e s  th a t 
the p r o j e c t  is no t e c o n o m i c  and a s k s  fo r r e i m b u r s e m e n t  of the t a x e s  
t h a t  had  b e e n  paid. T h i s  c o u l d  be a l o d g e  d e v e l o p e r  t h a t  se es  hi s  
p o t e n t i a l  m a r k e t  c h a n g e  or it c o u l d  be a m i n i n g  c o m p a n y  t h a t  
c o n c l u d e s  t h a t  the m e t a l l u r g y  of the or e is too c o m p l e x  an d c o s t l y  
for a m i n e  to be p r o f i t a b l e .

T h e  a b o v e  p o i n t s  s h o w  the e x t r e m e  d i f f i c u l t y  of in p l a c e  t a x a t i o n
of r e s o u r c e s .  F or  s o m e  r e s o u r c e s  the v a l u a t i o n  p r o c e s s  ( a s s e s s i n g )  
is m o r e  d i f f i c u l t  t h a n  for o t h e r  r e s o u r c e s .  C o n s i d e r i n g  m i n e r a l s ,  
it is n e a r l y  i m p o s s i b l e  for t h e se  to be v a l u e d  for t a x a t i o n  and if 
t h e y  ar e t a x e d  th e u l t i m a t e  e f f e c t  w i l l  be less e x p l o r a t i o n  in 
A l a s k a  a n d t h e r e  w i l l  be f e w e r  j o b s  g e n e r a t e d .

In c o n s i d e r i n g  t a x a t i o n  of in p l a c e  r e s o u r c e s ,  a l l  of t h e s e  
r e s o u r c e s  w i l l  h a v e  to be v a l u e d  and t ax e d .  T h i s  w o u l d  be a 
h e r c u l e a n  ta sk. We t h e r e f o r e  u r g e  you to p r o v i d e  the S t a t e  
L e g i s l a t u r e  a r e c o m m e n d a t i o n  th at  the s t a t u t e  {>e c h a n g e d  to e x e m p t  
all  r e s o u r c e s  in p l a c e  f r o m  t a x a t i o n .

S i n c e r e l y ,

S t e v e n  C. B o r e l l ,  P.E. 
E x e c u t i v e  D i r e c t o r
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1 IN THE HOUSE BY THE C&RA COMMITTEE
2 SENATE CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 159 (C&RA)
3 IN THE LEGISLATURE OF THE STATE OF AU'.SKA

A SIXTEENTH LEGISLATURE - SECOND SESSION
5 A BILL
6 For an Act e n t i t l e d :  "An Act r e l a t i n g  to  an exemption from munic ipa l
7 p r ope r ty  t a x a t i on  f o r  n a t u r a l  r e s ou r ce s  in p l a c e ;  and
8 p rov id ing  f o r  an e f f e c t i v e  d a t e . "
9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * S e c t i on  1. PURPOSE. I t  i s  the primary purpose o f  the l e g i s l a t u r e  in
11 p rov id ing  f o r  a temporary tax exemption f o r  n a t u r a l  r e sou r ce s  in  p l a ce  to
12 ga in the t ime necessary f o r  an o r d e r ly  and comprehensive study o f  the
13 i s sue s  r e l a t i n g  to  exempting n a t u r a l  r e sou r ce s  in  p l a c e  from munic ipa l  
1A p rope r ty  t a x a t i o n .
15 * Sec. 2 .  TEMPORARY TAX EXEMPTION. N a tu ra l  r e s o u r c e s  in p l a c e ,  i n c lu d -
16 ing proven o r  unproven minera l  and o th e r  d e p o s i t s  o f  v a lu ab le  m a te r ia l s  and
17 t imber stumpage, are exempt from p rope r ty  t a x a t i o n  by a m un i c i p a l i t y .
18 * Sec. 3 .  STUDY AND REPORT. ( a )  The Department o f  Community and
19 Regiona l  A f f a i r s  s h a l l  study and compare ;he p o t e n t i a l  e f f e c t s  o f  v a r i o u s
20 n a t u r a l  r e sou r ce  t a x a t i on  op t ions  in c lud ing
21 ( 1 )  t o t a l  exemption from munic ipa l  p r op e r ty  t a x a t i o n  f o r  n a tu r a l
22 re sources  m  p l a c e ;
23 ( 2 )  p a r t i a l  exemption from munic ipa l  p r op e r ty  t a x a t i on  f o r
2A n a tu r a l  r e sou r ce s  in p l a c e ;
25 ( 3 )  no exemption from munic ipa l  p rope r ty  t a x a t i o n  f o r  n a tu r a l
26 re sources  in  p l a c e ;
27 (A) t o t a l  o r  p a r t i a l  exemption from mun ic ipa l  p rope r ty  t a x a t i on
28 f o r  n a t u r a l  r e sources  in p l a c e  a t  the op t i on  o f  each m un i c i p a l i t y ;
29 ( 5 )  t a x a t i on  o f  n a t u r a l  r e sou r ce s  i n  p l a c e  by m un i c i p a l i t i e s

Original sponsor(s): REP. MACLEAN, Cato, Zawacki
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1 o th e r  than p rope r ty  t a x a t i o n  f o r  purposes o f  dete rmin ing vihether a perma-
2 nent exemption from p r op e r ty  t a x a t i o n  i s  the most d e s i r a b l e  approach .
3 (b )  The Department o f  Community and Reg iona l  A f f a i r s  s h a l l  s e l e c t
4 r e p r e s en t a t i v e s  o f  m u n i c i p a l i t i e s  and o f  un in co rpo ra ted  communities in
5 boroughs and in the unorgan ized borough to adv ise  in  the des ign and exe-
6 c u t i on  o f  the study under ( a )  o f  t h i s  s e c t i o n .  The Department o f  Community
7 and Regiona l  A f f a i r s  s h a l l  conduct the study in  c o n c e i t  with the Department
8 o f  Revenue and w i th  the A laska Mun ic ipa l  League . The study must in c lude
9 c o n s id e r a t i o n  o f

10 ( 1 )  tax treatment by o th e r  s t a t e s  o f  n a t u r a l  r e sou rces  in  p l a c e ;
11 ( 2 )  the p o in t  in  t ime th a t  n a t u r a l  r e s o u r c e s  Jn p la ce  a cqu i r e  a
12 va lue  f o r  tax pu rp ose s ;  and
13 ( 3 )  methods f o r  determining the v a lu e  o f  n a tu r a l  r e s ou r ce s  in
14 p l a c e  th a t  may be app l i ed  on a uniform b a s i s  in  a l l  m u n i c i p a l i t i e s .
15 ( c )  By January 15 , 1992 , the Department o f  Community and Reg iona l
16 A f f a i r s  s h a l l  r e p o r t  t o  the l e g i s l a t u r e  i t s  f in d ing s  and recommendations
17 regard ing  mun ic ipa l  p rop e r ty  t a x a t i on  o f  n a t u r a l  r e s ou r ce s  in  p l a c e .
18 * Sec. 4 .  This  Act i s  r epea led  Ju ly 1 , 1992.
19 * Sec. 5 .  This  Act takes e f f e c t  immediately under AS 0 1 . 1 0 . 0 7 0 ( c ) .
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WALTER J. HICKEL, GOVERNOR

D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S  / 400 w i l l o u c h b y  a v e n u e

J a n u a r y  22, 1992

The H o n o r a b l e  J err y Mackie, C h ai r 
Ho us e C o m m u n i t y  an d R e g i o n a l  A f f a i r s  C om mi t t e e  
P.O. Bo x  V  
Juneau, A K  99811

D e a r  R e p r e s e n t a t i v e  Mackie:

S u b j e c t : HB 366, HB 373, w hi ch  re la t e  to an e x e m p t i o n  from
m u n i c i p a l  p r o p e r t y  t a x a ti on  for n a tu ra l r es ou rc es  in place.

P o s i t i o n : A l t h o u g h  t h e s e  bills do not d i r ec tl y af fe c t  the
D e p a r t m e n t  of N a t u r a l  Resources, we of fe r our  supp ort  for the 
t a x a t i o n  p o l i c y  th e y establish.

B a c k g r o u n d : The v a l u a t i o n  of na t u r a l  r e so ur ce s in p l a c e  is an
e x t r e m e l y  d i f f i c u l t  a n d  co s tl y t a s k  to accomplish, an d  the  re su lt s 
are ra re l y  a c c e p t a b l e  t o all i n v o l v e d  parties. R e s o u r c e  d e v e l o p m e n t  
d ep en ds  as m u c h  on markets, timing, an d l o c a t i o n  as it does on the 
r e s o ur ce  itself. Not e x e m p t i n g  n a tu ra l re sou rc es  in p l a c e  from 
m u n i c i p a l  p r o p e r t y  t a x a t i o n  c o u l d  fu rt her  d i s c o u r a g e  na tu ra l 
r e s o ur ce  d e v e l o p m e n t  in A l a s k a  a n d  depr ess  th e p r i c e  the state 
rec e iv es  w h e n  o f f e r i n g  its re so u r c e s  for sale.

In addition, not e x e m p t i n g  n a tu ra l re sou rc es  in p l a c e  fro m p r o p e r t y  
t a x a t i o n  w o u l d  ra ise th e v a l ue  of p r o p e r t y  w i t h i n  m u n i c i p a l i t i e s  
which, in turn, w o u l d  n e g a t i v e l y  af fec t state e d u c a t i o n  f o u n d a t i o n  
a i d  a n d  r e v e n u e  sha r in g m o n i e s  m u n i c i p a l i t i e s  are e l i g i b l e  to 
r e c e i v e .

R e c o m m e n d a t i o n : C o n s i d e r  the re p or t on t a x a t i o n  of n at ura l
re s ou rc es  in p l a c e  p r e p a r e d  b y th e D e p ar tm en t of C o m m u n i t y  a nd  
R e g i o n a l  Affairs, an d adopt its re com me nd at io n s.

Sincerely,

cc: R e p r e s e n t a t i v e  Ch e ri e  Davis
R e p r e s e n t a t i v e  E i l e e n  M a c L e a n  
C o m m i t t e e  Me m b e r s
Paul Fuhs, L e g i s l a t i v e  Liaison, Of f i c e  of the G o v e r n o r  
E d ga r Blatchford, C om mis si one r, D e p a r t m e n t  of C o m m u n i t y  an d 
R e g i o n a l  A f f a i r s

OFFICE OF THE COMMISSIONER !
/ JU N E A U , A LA SKA  9 9 8 0 1 - 1 7 9 6  

PH O N E : (9 0 7 )  4 6 5 - 2 4 0 0  
FA C S IM ILE : (9 0 7 )  5 8 6 - 2 7 5 4
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H O U S E  C O M M U N I T Y  A N D  R E G I O N A L  A F F A I R S  C O M M I T T E E
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SPONSOR STATEMENT BY REP EILEEN P. MACLEAN

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

/hank you, Mr. Chairman. The purpose of HB 373 is to place a 

permanent exem ption into statutes to exclude the value of 

resources in place from municipal taxation. This bill is necessary 

because taxation r r in-place resources is implied by law but has 

never been implemented. Alaska statutes exempt certain kinds 

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 mi 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 o f 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, I 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 1.989 and removes an ambiguous and impractical requirement 
from the statutes. The passage of H.3 373 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, I 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. I 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 A M L  
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 M iner ’s 
Association, and a Legislative Digest analysis of the issue.

I fu lly  support the technical amendment submitted by the 
department. There is one other minor amendment I would like 
to offer for the Committee Substitute. On page 2, line 22, I 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. I ask for the 
committee's support and would be happy to answer any 
questions you have at this time.
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Houue B i l l  No.  373

E x e m p t i o n  f rom m u n i c i p a l  p r o p e r t y  t a x a t i o n  f o r  n a t u r a l  r e s o u r c e s  i n  
p i e c e .

My name i s  S t e v e n  C ,  B o r e l l  and I  am t he  E x e c u t i v e  D i r e c t o r  of  t he  
A l a s k a  M i n e r s  A s s o c i a t i o n ,

T han ' 1 you Mr ,  C h a i r m a n  and commi t te e  members f o r  the'  o p p o r t u n i t y  to 
comment or. t h i s  i m p o r t a n t  i s s u e .  Than k  you a l s o  f o r  s c h e d u l i n g  
t h i s  b i l l  e a r l y  i n  t h e  s e s s i o n .

The AM A s u p p o r t s  t h i s  l e g i s l a t i o n  and t he  need . f o r  p a s s i n g  an 
e x e m p t i o n  f o r  t h e  t a x a t i o n  of  n a t u r a l  r e s o u r c e s  i n  p l a c e  d u r i n g  
t h i s  s e s s i o n  o f  t h e  L e g i s l a t u r e .  We a r e  c o n c e r n e d  t h a t  i f  t a x a t i o n  
o f  n a t u r a l  r e s o u r c e s  i n  p l a c e  i s  b egun ,  t h e  a f f e c t  w i l l  be to 
d i s c o u r a g e  i f  not  t o t a l l y  c l o s e  down e x p l o r a t i o n  i n  t h o s e  a r e a s  
where  t h i s  form o f  t a x a t i o n  o c c u r s .

We a l s o  w i s h  to  commend t he  A l a s k a  M u n i c i p a l  L ea g ue  f o r  t a k i n g  the  
l e a d  i n  s u p p o r t  o f  an e x em p t i o n  f rom t a x a t i o n  f o r  r e s o u r c e s  i n  
p l a c e .  We wer e  v e r y  p l e a s e d  to  l e a r n  t h a t  t h e  AML p a ss ed  a 
r e s o l u t i o n  f a v o r i n g  e x empt i on  o f  t a x a t i o n  o f  n a t u r a l  r e s o u r c e s  i n -  
p l a c e  ar.d t h a t  t h e  r e s o l u t i o n  p a ss ed  on a unan imous  v o t e .  The AML.  
r e c o g n i z e d  t h a t  i n  p l a c e  t a x a t i o n  would have  a v e r y  s e r i o u s  
n e g a t i v e  a f f e c t  on l o c a l  e conomi es  i n  s e v e r a l  d i f f e r e n t  w a y s .

R a t h e r  t h a n  a d d r e s s i n g  i n  d e t a i l  a l l  o f  t h e  a r g u m e n t s  why i n  p l a c e  
t a x a t i o n  i s  n o t  a good p o l i c y ,  I  s h a l l  l i s t  and s umm ar i ze  t h e  m a j o r  
p r o b l e m s  w i t h  t h i s  form of  t a x a t i o n .

The f i r s t  and p o s s i b l y  most c o m p e l l i n g  r e a s o n  f o r  not  t a x i n g  
m i n e r a l s  i n  p l a c e  i s  t h a t  i t  i s  e x t r e m e l y  d i f f i c u l t  to  p l a c e  a 
v a l u e  on m i n e r a l s  b e f o r e  t hey  a r e  a c t u a l l y  e x t r a c t e d  f rom the  
g r o u n d .  M a j o r  m i n i n g  compan i es  e mp l o y i n g  s c o r e s  of  e x p l o r a t i o n ,  
f i n a n c i a l ,  e n v i r o n m e n t a l ,  e n g i n e e r i n g ,  and management p e o p l e  have 
a v e r y  d i f f i c u l t  t i m e  d e f i n i n g  t h e  v a l u e  of  a d e p o s i t .

The s econ d m a j o r  p rob le m w i t h  t h e  t a x a t i o n  o f  m i n e r a l s  i n  p l a c e  i s  
t h a t  i t  d i s c o u r a g e s  e x p l o r a t i o n .  M i n i n g  c om pa n i e s  w i l l  n o t  even 
l o o k  f o r  m i n e r a l s  i f  t h e y  w i l l  be t a x e d  f o r  t he  many y e a r s  t h a t  a r e  
r e q u i r e d  t o  d e t e r m i n e  i f  t h ey  ha ve  an ec onomi c  d e p o s i t .  F o r  G r e e n s  
C r e e k ,  t h e  l a r g e s t  s i l v e r  mine i n  N o r t h  A m e r i c a ,  i t  t o o k  17 y e a r s  
f r om the i n i t i a l  d i s c o v e r y  u n t i l  f i r s t  p r o d u c t i o n .  F o r  Red Dog,  
p o s s i b l y  t h e  l a r g e s t  z i n c  d e p o s i t  i n  t h e  w o r l d ,  i t  t o o k  21 y e a r s  
f rom i n i t i a l  d i s c o v e r y  u n t i l  f i r s t  p r o d u c t i o n ,  T f  an i n  p l a c e  t a x  
had beer,  c h a r g e d  on t h e s e  m i n e r a l s  b e f o r e  t h e y  were m i n e d ,  t h e r e  i s  
a h i g h  l i k e l i h o o d  t h a t  no m i n i n g  would e v e r  have t a k e n  p l a c e .
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A t h i r d  f e e t  to  c o n s i d e r  i s  t h a t  t a x a t i o n  o f  m i n e r a l s  i n  p l a c e  i s  
an a d d i t i o n a l  burden on l o c a l  c o m m u n i t i e s  t h a t  a r e  a l r e a d y  
s t r u g g l i n g  to  e nc our a ge  c r e a t i o n  o f  new J o b s  and expand t h e i r  r e a l  
p r o p e r t y  t a x  b a s e .  F o r  much o f  A l a s k a  t he  o n l y  o p p o r t u n i t y  f o r  
ec onomi c  d ev e lo p me n t  and c r e a t i o n  o ' new j o b s  i s  t h r o u g h  
d e v e l o p m e n t  of  m i n e r a l  r e s o u r c e s .  I f  i n  p l a c e  m i n e r a l s  a r e  t a x e d ,  
l o c a l  c o m m u n i t i e s  w i l l  be h u r t  v i t h o u t  e v ' n  k no wi n g  i t  b e c a u s e  t h e  
m i n i n g  c om pa n i e s  t h a t  have t he  e x p e r t i s e  to  f i n d  and d e v e l o p  t h e  
m i n e r a l s  w i l l  not  even go out  and e x p l o r e  f o r  them.

A f o u r t h  p rob le m i n v o l v e s  t he  t a x a t i o n  o f  n o n - r t a n g i b l e  n a t u r a l  
r e s o u r c e s  t h a t  e x i s t  due to  l o c a t i o n  o r  s e t t i n g .  F o r  t h e  c i t y  l o t  
t h i s  n o n - t a n g i b l e  v a l u e  i s  d e t e r m i n e d  and u n d e r  t he  d o c t r i n e  o f  
e q u a l  t r e a t m e n t ,  the v a l u e  c f  n o n - t a n g i b l e  n a t u r a l  r e s o u r c e s  s u c h  
a s  w i l d e r n e s s  c h a r a c t e r ,  w i l d e r n e s s  p r o x i m i t y ,  s c e n i c  v a l u e s ,  
p r o x i m i t y  to r i v e r s  f o r  r a f t i n g  or  f l o a t i n g ,  e t c .  woul d have  t o  be 
t a x e d .  H u n t i n g  and f i s h i n g  l o d g e s  would ha v e  to  be t a x e d  f o r  t h e  
f i s h  and w i l d l i f e  r e s o u r c e s  t h a t  a r e  i n  t h e i r  a r e a .

A f i f t h  p rob le m i n v o l v e s  how w i l l  t h e  f i s h  r e s o u r c e s  a v a i l a b l e  to  
f i s h i n g  s i t e s  be t a x e d ?  The f i s h  a r e  c l e a r l y  a n a t u r a l  r e s o u r c e  
and t h e  f i s h  s i t e  has  a m e a s u r a b l e  m a r k e t  v a l u e  but  i t  a l s o  h a s  an 
o p p o r t u n i t y  v a l u e  be v i r t u e  of  t h e  f i s h  t h a t  p a s s  t h e  s i t e .

A s i x t h  p rob lem i s  w he t h e r  or  not  i t  would be c o s t  e f f e c t i v e  to  
a t t e m p t  t a x a t i o n  of  i n  p l a c e  r e s o u r c e s .  The above e x a m p l e s  show 
some of  t he  d i f f i c u l t i e s  t h a t  w i l l  be e n c o u n t e r e d .  ■

A s e v e n t h  prob le m w i l l  a r i s e  when a company t h a t  h a s  been t a x e d  f o r  
e e v e r a l  y e a r s  on t he  i n  p l a c e  n a t u r a l  r e s o u r c e s  d e c i d e s  t h a t  t h e  
p r o j e c t  i s  not  economic  and a s k s  f o r  r e i m b u r s e m e n t  of  t h e  t a x e s
t h a t  had been p a i d .  T h i s  c o u l d  be a l o d g e  d e v e l o p e r  t h a t  s e e s  h i s  
p o t e n t i a l  m a r k e t  change or i t  c o u l d  be a m i n i n g  company t h a t
c o n c l u d e s  t h a t  t h e  m e t a l l u r g y  of  t he  o r e  i s  too comp lex  and c o s t l y  
f o r  a mine to be p r o f i t a b l e .

F o r  a l l  o f  the  above r e a s o n s ,  e p er ma nent  e x e m p t i o n  f o r  t a x a t i o n  of
n a t u r a l  r e s o u r c e s  i r .  p l a c e  i s  n e c e s s a r y  d u r i n g  t h i s  s e s s i o n  of  t h e  
L e g i s l a t u r e .

T ha n k  you a g a i n  and p l e a s e  f e e l  f r e e  to  c o n t a c t  me i f  you have  any 
q u e s t i o n s .  •'
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MY NAME IS KENT DAWSON. I A M  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. •. < - 5



MEMORANDUM State of Alaska

To: The Honorable Walter J. Hickel
Governor

December 16,1991

From: Rural Development Sub-cabinet Phone: 465-4700

Re: Support for legislation exempting na tu ra l resources in place
from  local property taxation

The rural-development sub-cabinet has been following with concern the issue of 
whether or not natural resources in place should be subject to local property 
taxation. A study of the issue was conducted by the Department of Community 
and Regional Affairs, and a report will be submitted to die Legislature before 
January 13.
There is now consensus around the state that natural resources in place should be 
totally exempt from local property taxation. Legislation to effect a total exemption 
(with the exception of oil and gas which are treated separately under existing 
statutes) will be proposed in the forthcoming legislative session. Natural lesource 
industries and associations, 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.

Commissioner Edgar Blatchford, Chair 
Community & Regional Affairs

Commissioner Glenn A. Olds 
Commerce & Economic Development

Commissioner Harold Heinze &  
Natural Resources

Commissioner Carl L. Rosier 
Fish and Game

Commissioner 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 been to exclude 
the value of resources in place because it is techn ically  
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 w ill ever be economically developed.
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In 1989, I 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 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 w ill 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, I 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. I 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 A M L  
Conference in November, the DCRA final report and posidon 
paper, a copy of HB 159, a 1988 AG  opinion on the taxation of in 
place resources, a comment paper by the A laska Miner's 
Association, and a Legislative Digest analysis of the issue.

I fu lly  support the technical amendment submitted by the 
department. There is one other minor amendment I would like 
to offer for the Committee Substitute. On page 2, line 22, I 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. I ask for the 
committee's support and would be happy to answer any 
questions you have at this time.





A la s k a  S ta te  L e g is la tu r e
HOUSE OF REPRESENTATIVES 

REPRESENTATIVE GAIL PHILLIPS S T A T E  C A P IT O L
J U N E A U , A L A S K A  

9 98 0 1 -1 1 8 2
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S P O N S O R  S T A T E M E N T

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

M A R C H  9 ,  1 9 9 2

I i n t r o d u c e d  H o u s e  B i l l  3 7 9 ,  w h i c h  i s  t i t l e d  " a n  a c t  r e l a t i n g  t o  m o t o r  
v e h i c l e  r e g i s t r a t i o n  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a l e , "  t o  h e l p  
m u n i c i p a l i t i e s  r e c o v e r  t h e  c o s t s  o f  t r a n s p o r t i n g  m o t o r  v e h i c l e s  t h a t  a r e  a t  
t h e  e n d  o f  t h e i r  u s e f u l  l i f e ,  t o  r e c y c l i n g  c e n t e r s .  B e c a u s e  A l a s k a  h a s  
n u m e r o u s  a b a n d o n e d  v e h i c l e s  c l u t t e r i n g  u p  o u r  s c e n i c  s t a t e ,  I f e e l  
p a s s a g e  o f  t h i s  b i l l  w i l l  n o t  o n l y  h e l p  i n  r e s t o r i n g  i t ' s  b e a u t y ,  b u t  w i l l  
a l l o w  f o r  t h e  r e c y c l i n g  a n d  r e u s e  o f  t h e  m e t a l ,  e t c . .

S p e c i f i c a l l y ,  t h e  b i l l  w o r k s  i n  t h i s  m a n n e r .  E v e r y  y e a r ,  u p o n  r e g i s t r a t i o n  
o r  r e n e w a l  o f  r e g i s t r a t i o n ,  a  $ 2  p e r  v e h i c l e  f e e  w o u l d  b e  i m p o s e d  u p o n  
t h e  o w n e r  o f  t h e  c a r .  I t  I s  t h e  i n t e n t  o f  t h i s  b i l l  t h a t  t h e  a d d i t i o n a l  m o t o r  
v e h i c l e  r e g i s t r a t i o n  f e e s  c o l l e c t e d  a s  a  r e s u l t  o f  t h i s  A c t  w i l l  b e  p l a c e d  i n  
a  s p e c i f i e d  a c c o u n t  i n  t h e  g e n e r a l  f u n d .  T h e  L e g i s l a t u r e  w o u l d  t h e n  
a p p r o p r i a t e  t h e s e  f u n d s  t o  t h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  
A f f a i r s  f o r  t h e  s o l e  p u r p o s e  o f  p r o v i d i n g  g r a n t s  t o  m u n i c i p a l i t i e s  t o  
r e i m b u r s e  t h e m  f o r  t h e  c o s t s  t h e y  i n c u r  f o r  t r a n s p o r t i n g  t h e s e  v e h i c l e s  t o  
r e c y c l i n g  c e n t e r s .  I f  t h e  m u n i c i p a l i t i e s  h a v e  n o  r e c y c l i n g  c e n t e r ,  f u n d s  
g e n e r a t e d  i n  t h e i r  l o c a t i o n s  m a y  b e  a p p l i e d  t o  t h e i r  l o c a l  d i s p o s a l  c o s t s .

T h e  b i l l  i s  s t r a i g h t  f o r w a r d  a n d  e x e m p t s  n o  m o t o r  v e h i c l e s ,  i n c l u d i n g  
s t a t e ,  b o r o u g h  o r  l o c a l  g o v e r n m e n t - o w n e d  v e h i c l e s .  I f  e n a c t e d ,  t h e  b i l l  
w o u l d  b e c o m e  l a w  o n  J a n u a r y  1 ,  1 9 9 3 .

B e c a u s e  A l a s k a  a l r e a d y  h a s  s o  m a n y  j u n k  v e h i c l e s  I h a v e  b e e n  
c o n s i d e r i n g  v a r i o u s  m e a n s  o f  g e t t i n g  r i d  o f  t h e m .  O n e  p o s s i b i l i t y  I a m  
l o o k i n g  i n t o  i s  t h e  p o s s i b i l i t y  o f  b a c k - h a u l i n g  f r o m  t h e  r e m o t e  a r e a s  o n  
o u r  r i v e r  s y s t e m s  w h i c h  a r e  s e r v e d  b y  b a r g e  t h r o u g h o u t  t h e  s u m m e r  
m o n t h s .

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

O ffic ia l Business 
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T r a n s p o r t a t i o n  C o m m i t t e e .  I n  a d d i t i o n  t o  t h i s  c o m m i t t e e ,  H B  3 7 9  h a s  a  
f u r t h e r  r e f e r r a l  t o  t h e  F i n a n c e  C o m m i t t e e .

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

T h a n k  y o u .

S o m e  F a c t s :

C u r r e n t l y  t h e r e  a r e  4 4 5 , 0 0 0  r e g i s t e r e d  m o t o r  v e h i c l e s  i n  A l a s k a .  I T h i s  
w o u l d  m e a n  t h e  f i r s t  y e a r  t h i s  b i l l  i s  i n  e f f e c t ,  i t  w o u l d  p r o d u c e  
a p p r o x i m a t e l y  $ 8 9 0 , 0 0 0  i n  f u n d s  t o  b e  d e p o s i t e d  i n  t h e  G e n e r a l  F u n d .

T h e r e  w i l l  b e  s o m e  s m a l l  c o s t  ( p r o b a b l y  n o t  m o r e  t h a n  5 %  o f  t h e  f u n d s  
c o l l e c t e d )  t o  a d m i n i s t e r  t h e  p r o g r a m .

I n  t h e  l a s t  f o u r  y e a r s ,  i n  A n c h o r a g e  a l o n e ,  t h e  S t r e e t  M a i n t e n a n c e  
D e p a r t m e n t  t e l l s  m e  t h e y  h a v e  p i c k e d  u p  1 0 , 0 0 0  j u n k  a n d  a b a n d o n e d  
c a r s .
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H o u s e  B i l l  379 
D e p a r t m e n t  of C o m m u n i t y

and R e g i o n a l  A f f a i r s  
P a g e  2 of 3

T h e  p r o p o s e d  l e g i s l a t i o n  w o u l d  c r e a t e  a $ 2 . 0 0  R e c y c l i n g  
R e g i s t r a t i o n  F e e  for m o t o r  v e h i c l e s  u p o n  r e g i s t r a t i o n  or 
r e n e w a l .  T h e  D e p a r t m e n t  of P u b l i c  S a f e t y  w o u l d  c o l l e c t  this 
f e e  w i t h  m o t o r  v e h i c l e  r e g i s t r a t i o n s  a n d  r e n e w a l s .  W h e n  the 
f u n d s  are d e p o s i t e d ,  t h e  $ 2 . 0 0  p e r  v e h i c l e  w o u l d  be d i r e c t e d  
i n t o  a n e w l y  e s t a b l i s h e d  M o t o r  V e h i c l e  R e c y c l i n g  G r a n t  F u n d  in 
t h e  D e p a r t m e n t  of C o m m u n i t y  and R e g i o n a l  A f f a i r s .  S u b j e c t  to 
a p p r o p r i a t i o n s ,  t h e  D e p a r t m e n t  of C o m m u n i t y  and R e g i o n a l  
A f f a i r s  w o u l d  c h e n  m a k e  g r a n t s  to m u n i c i p a l i t i e s  f o r  the 
p u r p o s e  o f  t r a n s p o r t i n g  j u n k  or  a b a n d o n e d  m o t o r  v e h i c l e s  to 
r e c y c l i n g  c e n t e r s .

T h e  D e p a r t m e n t  of  P u b l i c  S a f e t y  e s t i m a t e s  r e v e n u e s  f r o m  the 
R e c y c l i n g  R e g i s t r a t i o n  F e e  w i l l  be a p p r o x i m a t e l y  $ 8 9 0 , 0 0 0  per 
f i s c a l  y e a r .  T h e s e  fees w i l l  be r e c e i v e d  t h r o u g h o u t  a f i s c a l  
y e ar, i n c l u d i n g  o n  J u n e  30. T h i s  F i s c a l  N o t e  a s s u m e s  t h a t  the 
a m o u n t  of f u n d s  a p p r o p r i a t e d  for a f i s c a l  y e a r  ( e x c e p t  F Y  93; 
s e e  b e l o w  for e x p l a n a t i o n  of F Y  93) w i l l  be b a s e d  u p o n  the
p r i o r  y e a r ' s  f e e  r e c e i p t s  a n d  that the f u l l  a m o u n t  of t h e  p r i o r
y e a r ' s  r e c e i p t s  w i l l  be a p p r o p r i a t e d  b y  the L e g i s l a t u r e .  
B a s i n g  a p p r o p r i a t i o n s  o n  t h e  p r i o r  y e a r ’s r e c e i p t s  w i l l  a v o i d  
the p o t e n t i a l  p r o b l e m s  of h a v i n g  to e s t i m a t e  a y e a r ' s  r e c e i p t s  
a n d / o r  of s e e k i n g  s u p p l e m e n t a l  a p p r o p r i a t i o n s  s h o u l d  t h e  a c t u a l  
r e c e i p t s  b e  l e s s  t h a n  e s t i m a v e d .

T h i s  a n a l y s i s  a l s o  a s s u m e s  t h a t  t h e  o p e r a t i n g  c o s t s  of 
a d m i n i s t e r i n g  the g r a n t  p r o g r a m  w i l l  b e  p a i d  b y  t h e  M o t o r  
V e h i c l e  R e c y c l i n g  G r a n t  F u n d  r e c e i p t s  a n d  w i l l  n o t  be s u p p o r t e d  
w i t h  G e n e r a l  F u n d  m o n i e s .  It is a s s u m e d  t h a t  d u r i n g  F Y  93, 
p r o g r a m  r e c e i p t s  w i l l  be u s e d  to p a y  t h e  o p e r a t i n g  c o s t s  of
$ 3 1 , 9 0 0 .  A s  p e r  a b o v e ,  no g r a n t s  w i l l  b e  a w a r d e d  in F Y  93, as
t h e r e  w i l l  b e  no f e e  r e c e i p t s  in t h e  p r i o r  f i s c a l  y e a r  (i.e., 
F Y  92).

A t  t h e  e n d  o f  F Y  93, the G r a n t  F u n d  w i l l  h a v e  a b a l a n c e  of 
$ 8 5 8 , 5 0 0  (i.e., r e c e i p t s  of $ 8 9 0 , 0 0 0  in F Y  93 less o p e r a t i n g
c o s t s  in F Y  93 o f  $31, 900 e q u a l s  a f u n d  b a l a n c e  of $ 8 5 8 , 5 0 0 ) .  
T h i s  b a l a n c e  w i l l  t h e n  be u s e d  for the F Y  94 o p e r a t i n g  c o s t s  as 
w e l l  as g r a n t  a w a r d s .  T h e  a n a l y s i s  a s s u m e s  th a t  the $ 5 7 , 7 0 0  of 
p e r s o n a l  s e r v i c e s ,  c o n t r a c t u a l  a n d  s u p p l i e s  c o s t s  f o r  F Y  94
w i l l  be  d e d u c t e d  f r o m  t h e  F Y  94 b e g i n n i n g  f u n d  b a l a n c e  of
$ 8 5 8 , 5 0 0  to y i e l d  a r e m a i n i n g  b a l a n c e  of F Y  93 r e c e i p t s  of
$ 8 0 0 , 4 0 0  to b e  u s e d  f o r  the F Y  94 g r a n t  a w a r d s .

A t  t h e  b e g i n n i n g  o f  F Y  95, the G r a n t  F u n d  w i l l  h a v e  a b a l a n c e  
of $ 890, 0 0 0  ( i . e . ,  the a m o u n t  of the F Y  94 fee r e c e i p t s ) .  T h e  
p e r s o n a l  s e r v i c e s ,  c o n t r a c t u a l  a n d  s u p p l i e s  c o s t s  f o r  F Y  95 of 
$ 5 9 , 6 0 0  w i l l  b e  d e d u c t e d  f r o m  the $ 8 9 0 , 0 0 0  f u n d  b a l a n c e  to
y i e l d  an a m o u n t  a v a i l a b l e  for g r a n t s  in F Y  95 of $ 8 3 0 , 4 0 0 .
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At  the b e g i n n i n g  of F Y  96, the G r a n t  F u n d  w i l l  h a v e  a b a l a n c e  
of $890, 000 (i.e., the a m o u n t  of the F Y  95 f e e  r e c e i p t s ) .  T h e
p e r s o n a l  s e r v i c e s ,  c o n t r a c t u a l  and s u p p l i e s  c o s t s  f o r  F Y  96 of 
$61,.'00 w i l l  be d e d u c t e d  f r o m  the $890, 000 f u n d  b a l a n c e  to
y i e l d  ?n a m o u n t  a v a i l a b l e  for g r a n t s  in FY 96 o f  $ 8 2 8 , 5 0 0 .

A t  the b e g i n n i n g  of F Y  97, the G r a n t  F u n d  w i l l  h a v e  a b a l a n c e  
of $ 8 9 0 , 0 0 0  (i.e., t h e  a m o u n t  of the F Y  96 f e e  r e c e i p t s ) .  T h e  
p e r s o n a l  s e r v i c e s ,  c o n t r a c t u a l  and s u p p l i e s  c o s t s  for F Y  97 of 
$ 6 3 , 4 0 0  w i l l  be d e d u c t e d  f r o m  the $ 8 9 0 , 0 0 0  f u n d  b a l a n c e  to
y i e l d  an a m o u n t  a v a i l a b l e  for g r a n t s  in F Y  97 of $ 8 2 6 , 6 0 0 .

A t  the b e g i n n i n g  of F Y  98, the G r a n t  F u n d  w i l l  h a v e  a b a l a n c e  
of $ 8 9 0 , 0 0 0  (i.e., the a m o u n t  of the 
p e r s o n a l  s e r v i c e s ,  c o n t r a c t u a l  and su 
$ 6 5 , 3 0 0  w i l l  be d e d u c t e d  f r o m  the
y i e l d  an a m o u n t  a v a i l a b l e  for g r a n t s  
the e n d  of F Y  98, the G r a n t  F u n d
$ 8 9 0 , 0 0 0 ,  or the a m o u n t  of fee r e c e i p t

F Y  9 7 f e e  r e c e i p t s ). T h e
p p l i e s c o s t s for F Y  98 of
$ 8 9 0 , 0 00 f u n d  b a l a n c e CO
in FY 98 of $ 8 2 4  , 700. At
w i l l h a v e a b a l a n c e of

s in F Y  98.
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T R A V E L 0 0 0 0 0 0

C O N T R A C T U A L 7 .5 0 0 0 0 0

S U P P L IE S 0 0 0 0 0 0

EQ U IP M EN T 0 0 0 0 n 0

LAN D & S T R U C T U R E S 0 0 0 0 0 0

G R A N T S . C LA IM S 0 0 0 0 0 0

M IS C E LLA N E O U S 0 0 0 0 0 0

T O T A L  O P ER A T IN G 7 .5 0 0 0 0 0

C A P IT A L 0 0 0 0 0 0  !

R E V E N U E 8 9 0 .0 8 9 0 .0 8 9 0 .0 8 9 0 .0 8 9 0 .0 8 9 0 .0
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G E N E R A L  FUND 7 .5 0 0 0 0 0

F E D E R A L  FUN DS 0 0 0 0 0 0

O TH ER

FUND S O U R C E :

0 0 0 0 0 0

T O T A L 7 .5 0 0 0 0 0

P O S IT IO N S :

FU LL-T IM E 0 0 0 0 0 0

P A R T -T IM E 0 0 0 0 0 0

T E M P O R A R Y 0 0 0 0 0 0
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T h i s  b i l l  r e q u i r e s  t h e  D i v i s i o n  o f  M o t o r  V e h i c l e s  t o  c o l l e c t  an 
a d d i t i o n a l  f e e  o f  $ 2 . 0 0  e a c h  t im e  a m o t o r  v e h i c l e  i s  r e g i s t e r e d  
o r  u p on  a r e n e w a l  o f  t h e  r e g i s t r a t i o n .  A p p r o x i m a t e l y  4 4 5 , 0 0 0  
m o t o r  v e h i c l e s  a r e  r e g i s t e r e d  i n  A l a s k a  e a c h  y e a r .  A t  $ 2 . 0 0  p e r  
v e h i c l e ,  t h i s  w i l l  b r i n g  i n  r e v e n u e s  o f  a p p r o x i m a t e l y  $ 8 9 0 . 0  p e r  
y e a r  t o  t h e  s t a t e .  T h e s e  f u n d s  w i l l  b e  u s e d  t o  p r o v i d e  g r a n t s  t o  
m u n i c i p a l  g o v e r n m e n t s  t o  r e c y c l e  j u n k e d  o r  a b a n d o n e d  v e h i c l e s .
7 . 5  i n  c o n t r a c t u a l  m o n i e s  w i l l  b e  n e e d e d  f o r  1 0 0  h o u r s  o f  
c o n t r a c t  p r o g r a m m e r  t im e  t o  r e v i s e  a l l  r e g i s t r a t i o n  p r o g r a m s  t o  
c o l l e c t  t h e  new f e e s  and t o  r e v i s e  a l l  r e v e n u e  r e p o r t s  s o  t h a t  
t h e  f e e s  a r e  c o r r e c t l y  r e p o r t e d  t o  AKSAS. T h i s  i s  a  o n e - t i m e  
e x p e n d i t u r e ,  f o r  t h e  f i r s t  y e a r  o f  t h e  p r o g r a m  o n l y .
A l l  r e g i s t r a t i o n  f e e  am oun t s  e x c e p t  t h o s e  f o r  t r a i l e r s  w i l l  b e  
i n c r e a s e d  b y  $ 2 . 0 0 .  T r a i l e r s  a r e  n o t  i n c l u d e d  b e c a u s e  t h e  b i l l  
a d d : e s s e s  " m o t o r  v e h i c l e s "  r a t h e r  t h a n  " v e h i c l e s " .  F o rm s  w i l l  b e  
r e v i s e d  t o  i n d i c a t e  t h e  new f e e  and  a  new r e v e n u e  a c c o u n t  w i l l  b e  
e s t a b l i s h e d  t o  i d e n t i f y  t h e  f e e s  c o l l e c t e d  u n d e r  t h i s  b i l l .



FISCAL. NOTE

STATE  OF ALASKA
1992 LEGISLATIVE SESSION

Revision  D ate : ________ ___________________________

T it le : Motor Vehicle Registration

Soonanr! Representative G. Phillips 

R eq uesto r: (H ) Transportation

Deportm ent A ffected

B R U : Environmental Quality

NO. 3_
Bill Version: CSSSHB 379 ( T R A)
(H) Publish Date: 2 - 2 8 - 9 2

Environmental Conservation

Com ponont: Solid & Hazardous Waste Management

C O M P O N E N T  SERIAL NO. T

EXPENDITURES/REVENUES: (Thousands of Dotes)

O P ER A T IN G F Y  9 3 F Y  9 4 F Y  95 F Y  9 6 F Y  97 F Y  98
P E R S O N A L  S E R V IC E S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

T R A V E L

C O N T R A C T U A L

S U P P L IE S

E Q U IP M EN T

LA N D  &. S T R U C T U R E S

G R A N T S . C LA IM S

M IS C E LLA N E O U S

T O T A L  O P ER A T IN G

OO

0 .0 0 .0

OO

0 .0 0 .0

C A P IT A L

R E V E N U E  
F U N D  S O U R C E :

F U N D IN G : (T h o u s a n d s  o f  D o t e s )

G E N E R A L  FUND 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

F E D E R A L  FU N D S

O T H E R

FUN D S O U R C E :

T O T A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

P O S IT IO N S :

F U L L-T IM E

P A R T -T IM E

T E M P O R A R Y
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A N A L Y S IS : (A ttach  a separate  page if  n e cessa ry .)

Because any fees collected would be used for grants to municipalities to carry 
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O FF IC E  O F  THE C O M M IS S IO N E R

3  949 E. 36TH AVENUE, SUITE 400 

A N C H O R A G E .  A LASKA 99508-4302 

PHONE: (907) 563-1073

F e b r u a r y  20, 1992

P O S I T I O N  P A P E R

RE: SS HB 379

S P O N S O R :  R e p r e s e n t a t i v e s  G . P h i l l i p s ,  Sawacki

P r o g r a m  E f f e c t s  of 3:11:

I h e  b i l l  c r e a t e s  a $2 r e c y c l i n g  r e g i s t r a t i o n  fee to be 
c o l l e c t e d  by the D i v i s i o n  of M o t o r  V e h i c l e s  a n d  p r o v i d e s  that 
the m o n e y  c o l l e c t e d  m a y  be a p p r o p r i a t e d  by the l e g i s l a t u r e  to 
the m o t o r  v e h i c l e  r e c y c l i n g  g r a n t  fund to p a y  the cost of 
t r a n s p o r t i n g  j u n k  or a b a n d o n e d  m o t o r  v e h i c l e s  t o  r e c y c l i n g  
c e n t e r s .  The g r a n t  f u n d  is e s t a b l i s h e d  in the D e p a r t m e n t  of 
C o m m u n i t y  and R e g i o n a l  A f f a i r s .

C o m m e n t s :

T h e  D e p a r m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  and^ the 
D e p a r t m e n t  of E n v i r o n m e n t a l  C o n s e r v a t i o n  h a v e  d i s c u s s e d  the 
p r o p o s e d  grant f u n d  a a g r e e  t h a t  the bill s h o u l d  be a m e n d e d  
to put the ' -• in the D e p a r t m e n t  o f  E n v i r o n m e n t a l
C o n s e r v a t i o n  fo .ination w i t h  DEC's s p r i n g  c l e a n u p  a n d

o t h e r  s o l i d  w a s t e  p r o g r a m s .

E d g a r  B l a t c h f o r d ,  C o m m i s s i o n e r
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TITLE: An Act relating to motor
vehicle registration

CONTACT: Juanita Hensley
Division of Motor Vehicles 
465-4335
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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 municipalities 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 bill 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 every year. To make this clear, the Department of Public 
Safety suggests the addition of the words "each year" to page 1, line 8, 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 bill, 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 during 1991. The 
amendments suggested above will allow the Division of Motor Vehicles time to establish 
the program 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, but urges the committee to consider the suggested 
amendments.

Commissioner



217 Second Street. Suile 200 ■ Juneau, Alaska 99801 ■ Tel (907)586-1325. Fax (907)463-5480

February 10, 1992

P o s i t i o n  P a p e r

SS HB 379 - Motor V e h ic le  R ecyc ling  R eg is tra tio n  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.

sab6:hb379rec .yc l

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



A l a s k a  E n v i r o n m e n t a l  L o b b y ,  Inc.

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

February 25, 1992

Representative Gail Phillips 
P.O. Box V 
Juneau, Alaska 9981 1

Dear Representative Phillips:
Alaska Environmental Lobby is writing 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 to recycling centers is a good step for our environment.
The $2.00 additional fee should be increased to $5.00 to provide more 
funding to municipalities so they can clean up more abandoned vehicles.

I agree with you that we surely have too many abandoned unused 
vehicles lying around or even half buried in every city, town or village.
These vehicles 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 transporting the 
vehicles to recycling centers, the Department of Community and Regional 
Affairs will encourage more involvement by municipalities to recycle these 
abandoned, unused vehicles.

I wish you best o f iuck for the passage of this environmentally sound 
legislation.

Best regards,

Anna Phillip 
Volunteer Lobbyist

A LA SK A  C E N T E R  FO R T H E  ENVIRONM ENT • A L A S K A  C . .AF T E R . S IE R R A  C LU B  • JU N EA U  GROUP. S IE R R A  C LU B  • S IT K A  G RO U P, S IE R R A  CLU B 

K N IK  GRO UP. S IE R R A  C LU B  • 0 E N A LI G R O U P . S IE R R /  C LU B  • A N C H O RA G E AUDUBON SO C IE TY • A R C T IC  AUOUBON S O C IE T Y  

O EN ALI C IT IZ E N S 'C O U N C IL  • ALASKA F R IE N D S  O F  TH E  L A R T H  • JUN EAU A U D .'BO N  S O C IE T Y  • K A C H E M A K  BAY CO N SERV A TIO N  S O C IE T Y  

K E N A I P E N IN SU LA  AUDUBON SO C IE TY  • K O D IA K  AUDI BON S O C IE T Y  • LYN N  C A N A L CONSERVATION • A LA SK A  W IL D L IF E  A LLIA N C E  
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K I . IK  K A N O E R S  AND K A Y A K E R S



CITY OF WASILLA
290 E. HERNING AVE. 

WASILLA, ALASKA 99654-7091 
PHONE: (907) 373-9050 

FAX: (907) 373-0788

F e b r u a r y  1 1 ,  1 9 9 2

The H o n o r a b l e  G a i l  P h i l l i p s  
A l a s k a  S t a t e  L e g i s l a t u r e  
P .  0 .  B ox  V 
J u n e a u ,  A l a s k a  9 9 8 1 1
R e :  SS HB 3 7 9
D e a r  R e p r e s e n t a t i v e  P h i l l i p s :
I 'm  w r i t i n g  t o  s u p p o r t  SS HB 3 7 9 ,  a u t o  r e c y c l i n g  f e e s .  H a v i n g  
s t r u g g l e d  w i t h  a n e v e r - e n d i n g  s t r e a m  o f  a b a n d o n e d  and  i l l e g a l l y  
dumped v e h i c l e s  t h i s  l e g i s l a t u r e  p r o m i s e s . . .  r e l i e f . We s i m p l y  
m us t  a s s e s s  t h e  c o s t  o f  j u n k  c a r  r e m o v a l  a nd  r e c y c l i n g  t o  
v e h i c l e  o p e r a t o r s .
A t  $ 2 . 0 0  a n n u a l l y ,  I ' m  a f r a i d  t h a t  t h e  c o s t s  w o n ' t  b e  c o v e r e d .  
G i v e n  a g e n e r o u s  1 0 - v e a r  l i f e  o n l y  $ 2 0 . 0 0  w o u l d  b e  c o l l e c t e d  
p e r  v e h i c l e .  O u r  l o c a l  c o n t r a c t e d  t o w i n g  c o s t s  t o  w r e c k i n g  
y a r d s  r a n g e  f r o m  $ 5 0 . 0 0  t o  $ 7 5 . 0 0 .  I  s u g g e s t  t h a t  y o u  r e v i e w  
y o u r  c o s t s ,  i n c l u d i n g  a d m i n i s t r a t i v e  e x p e n s e s ,  a n d  c o n f i r m  y o u r  
p r o p o s a l .  I  s u s p e c t  t h a t  $ 8 . 0 0  t o  $ 1 0 . 0 0  p e r  y e a r  make s  m o re  
s e n s e .  E v en  i f  o n l y  h a l f  o f  t h e  v e h i c l e s  e n d  up  a s  a p u b l i c  
r e s p o n s i b i l i t y  we s t i l l  h a v e  a f i f t y - y e a r  b a c k l o g  t o  c l e a n  u p .

L

xionn C .  S t e i n
M a y o r ,  C i t y  o f  W a s i l l a
J C S / s b h
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1507 Second St.
Douglas, AK 99824 
364-2928 home 
586-6806 work 
February 26,1992

Rep. Gail Phillips
Alaska State House of Representatives 
P.O. Box V 
Juneau, AK 99811
Dear Rep. Phillips:
As Chair of the Juneau Citizens Advisory Committee on Waste Management, we would 
like to offer our support for House Bill No. 379, "An Act relating to motor vehicle 
registration." As we know to well, Alaska is infamous for its junk cars in yards. Why 
does Alaska seem to have so many junk cars? Part of the reason is the difficulty in 
getting those vehicles to a recycling center. This bill will establish some funds for that 
recycling effort. Also, it is commendable that this bill would use that money in the form 
of grants for retrieving those vehicles. This makes sense, will involve the private sector, 
and will go a long way to removing this blight on Alaska's landscape, not to mention 
provide steel and other materials for recycling.
We wholeheartedly support this bill.
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144 N. B IN K L E Y  • S C L D O T N A . A L A S K A  99669 
P H O N E  (907) 262-4441

D O N  G IL M A N
M A Y O RO c to b e r  1 4 , 1 9 9 1

R e p re s e n ta t iv e  G a i l P h i llip ’s  O ff ic e  
A tte n t io n : M el
3 4 8 2 4  K a li fo n s k y  B e a c h  R o a d  
S o ld o tn a ,  A la s k a  9 9 6 6 9

S u b je c t :  J u n k /A b a n d o n e d  V e h ic le s

M e l:

In r e s p o n s e  to  y o u r  re q u e s t , p le a s e  fin d  a t ta c h e d  s o m e  o f th e  in fo rm a t io n  th a t I h a v e  a c c u m u la te d  o n  
ju n k / a b a n d o n e d  v e h ic le s .

T h e  K e n a i P e n in s u la  B o ro u g h  p la n s  a  o n e -t im e  b o ro u g h w id e  ju n k  v e h ic le  c le a n u p  n e x t s u m m e r . T h e  
B o r o u g h  p la n s  t o  s e t  u p  a s  a  g ra n t  p ro g ra m  to  a llow  a  b u s in e s s  ( s u c c e s s fu l p r o p o s e r )  t o  c o n d u c t  th e  
p r o g r a m  w ith th e  B o ro u g h  c o m p e n s a t in g  th e  b u s in e s s  fo r  e a c h  v e h ic le  th a t is  r e m o v e d  fr o m  o u r  B o ro u g h  
a n d  is  m a rk e te d  a s  a  re c y c la b le .

L a s t s u m m e r  o v e r  4 0 0  v e h ic le s  f r o m  th e  H o m e r  L a n d fill w e re  c ru s h e d  a n d  t r a n s p o r t e d  fo r  re c y c lin g . A s 
t h e s e  w e re  v e h ic le s  th a t w e re  b ro u g h t  to  u s  fo r  d is p o s a l , w e  d id  n o t re q u ire  th e  d i s p o s e r s  t o  h a v e  v e h ic le  
t it le s , a n d  w e  d id  n o t  h a v e  to  fo l lo w  th e  e x te n s iv e  s t e p s  th a t a re  n e c e s s a r y  if v e h ic le s  a r e  im p o u n d e d  
(t a k e n  fro m  th e  r ig h t -o f-w a y  o r  o th e r  lo c a t io n ). T h e  B o ro u g h  d o e s  n o t  h a v e  a u th o r ity  t o  r e m o v e  v e h ic le s  
f r o m  a lo n g  th e  r o a d s id e s  a n d  th e re fo re , d o e s  n o t  p e r fo rm  a n y  c o lle c t io n , th is  is  h a n d le d  b y  th e  v a r io u s  
c it ie s  a n d / c r  th ro u g h  th e  t r o o p e r s .  If th e  B o r o u g h  w e re  to  b e c o m e  in v o lv e d  in a  p r o g r a m  o f  p ic k in g  u p  
v e h ic le s  from  th e  ro a d s id e s , it w o u ld  re q u ire  a n o th e r  s ta f f p e r s o n  a s  w e ll a s  s u b s ta n t ia l fu n d in g .

T h e  c o s t s  to  c ru s h , t ra n s p o r t  a n d  m a rk e t s c r a p  v e h ic le s  v a r ie s  fro m  $ 1 5 - $ 7 0  p e r  v e h ic le  d e p e n d e n t  o n  
c u r re n t  m a rk e t fo r  s c ra p , lo c a t io n , c o n d it io n  o f  m a te r ia l, a n d  t r a n s p o r t  c o s t s .  T h is  d o e s  n o t  in c lu d e  th e  
c o s t  if th e  v e h ic le s  h a v e  to  b e  p ic k e d  u p  fro m  th e  r o a d s id e s  a n d  t r a n s p o r t e d  t o  a  s to ra g e / im p o u n d  
lo c a t io n .

I h o p e  th is  in fo rm a t io n  is o f  s o m e  h e lp . P le a s e  c o n ta c t  m e  a t  2 6 2 - 9 6 5 7  if I c a n  b e  o f  fu r th e r  a s s is t a n c e .

S in c e re ly ,

C a th e r in e  M a y e r 
S o lid  W a s te  A d m in is t ra to r

e n c lo s u r e s

xc . K e n  B row n , P u b lic  W o rk s  D ire c to r
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K E N A I  P E N I N S U L A  B O R O U G H
1 4 4  N . B IN K L E Y  • S O L D O T N A . A L A S K A  9 9 6G 9  

P H O N E  (9 0 7 )  2 6 2 -4 4 4 1

M E M O R A N D U M D O N  G IL M A N
M A Y O R

TO:
TO:

C a t h y  M a y e r ,  S o l i d  W a s t e  A d m i n i s t r a t o r  
Thomas R .  B o e d e k e r ,  B o r o u g h  A t t o r n e y

FROM: P h i l i p  R e e v e s ,  D e p u t y  B o r o u g h  A t t o r n e y
DATE: J u l y  1 6 ,  1 9 9 1
SUBJECT :  A b and oned  v e h i c l e  a n d  j u n k  v e h i c l e  p r o g r a m s .

O v e r  t h e  p a s t  f e w  m o n t h s  I ' v e  h a d  s e v e r a l  d i s c u s s i o n s  
w i t h  e a c h  o f  y o u  r e g a r d i n g  v a r i o u s  p o s s i b l e  p r o g r a m s  d e a l i n g  w i t h  
a b a n d o n e d  a n d / o r  j u n k  v e h i c l e s  w i t h i n  t h e  B o r o u g h .  T h e s e  p r o g r a m s  
r a n g e  f r o m  d e a l i n g  w i t h  j u n k e d  c a r s  c u r r e n t l y  s t o r e d  i n  o u r  
l a n d f i l l  f a c i l i t i e s  t o  c o n t r a c t i n g  o r  p r o v i d i n g  g r a n t s  t o  p r i v a t e  
c o n t r a c t o r s  f o r  r e m o v a l  o f  a b a n d o n e d  v e h i c l e s  f r o m  t h e i r  s i t e  o f  
a b a n d o n m e n t .  T h r o u g h  t h i s  memo I  w o u ld  l i k e  t o  p o i n t  o u t  t h e  
s t a t u t o r y  r e q u i r e m e n t s  a n d  p o t e n t i a l  l i a b i l i t i e s  w h i c h  a p p l y  t o  t h e  
v a r i o u s  s c e n a r i o s  w h i c h  h a v e  b e e n  r a i s e d ,  and  w h i c h  I  b e l i e v e  w i l l  
r e q u i r e  t h a t  we d e a l  w i t h  " a b a n d o n e d "  v e h i c l e s  a n d  " j u n k "  v e h i c l e s  
t h r o u g h  s e p a r a t e  p r o g r a m s .  F o r  t h e  p u r p o s e  o f  t h i s  memorandum  I  
w i l l  r e f e r  t o  " j u n k "  v e h i c l e s  m e a n i n g  v e h i c l e s  s t i l l  p o s s e s s e d  b y  
t h e i r  t i t l e d  o w n e r s  (who a r e  s e e k i n g  t o  d i s p o s e  o f  t h em )  w h i l e  
" a b a n d o n e d "  v e h i c l e s  w i l l  i n c l u d e  v e h i c l e s  w h o se  t i t l e d  o w n e r s  c a n  
n o  l o n g e r  b e  d e t e r m i n e d  o r  l o c a t e d .

" J u n k e d "  v e h i c l e s  c a n  b e  d e a l t  w i t h  f a i r l y  e a s i l y .  T h e  o n l y  
r e a l  l i a b i l i t y  c o n c e r n  a r i s i n g  f r o m  d e a l i n g  w i t h  " j u n k e d "  v e h i c l e s  
i s  t h e  p o t e n t i a l  f o r  a h a z a r d o u s  m a t e r i a l  s p i l l  r e s u l t i n g  f r o m  l o s t  
v e h i c l e  f l u i d s  ( g a s o l i n e ,  l u b r i c a n t s ,  e t c . )  a nd  b a t t e r i e s .  W h i l e  
i t  i s  c o n c e i v a b l e  t h a t  a f e d e r a l  o r  s t a t e  a c t i o n  s e e k i n g  
c o m p e n s a t i o n  f o r  e n v i r o n m e n t a l  c l e a n - u p  c o s t s  a r i s i n g  f r o m  s u c h  a 
s p i l l  c o u l d  b e  m a i n t a i n e d  a g a i n s t  t h e  b o r o u g h ,  o u r  l a n d f i l l  
o p e r a t i o n a l  p o l i c y  o f  r e m o v i n g  b a t t e r i e s  and  d r a i n i n g  f l u i d s  f r o m  
a l l  v e h i c l e s  p r i o r  t o  f i n a l  d i s p o s i t i o n  s h o u l d  a l l e v i a t e  t h a t  
p o t e n t i a l  p r o b l e m .

"A b and on ed "  v e h i c l e s  r a i s e  s i g n i f i c a n t  a d d i t i o n a l  r e q u i r e m e n t s  
a s  s e t  o u t  b y  t h e  s t a t e  s t a t u t e s  a t  A . S .  C h a p t e r  2 8 . 1 1  ( s e e  
a t t a c h e d ) .  T h e s e  r e q u i r e m e n t s  i n c l u d e :  1 . )  w r i t t e n  n o t i c e  t o  t h e  
v e h i c l e  owne r  o f  r e c o r d  a n d  t o  l i e n h o l d e r s  o f  r e c o r d  b y  c e r t i f i e d  
m a i l ,  r e t u r n  r e c e i p t  r e q u e s t e d ,  s t a t i n g  g r o u n d s  f o r  r e m o v a l  a n d  t h e  
l o c a t i o n  o f  im poundm en t  o f  t h e  v e h i c l e ,  and  2 . )  t h a t  s h o u l d  t h e  
v e h i c l e  n o t  be  r e c l a i m e d  w i t h i n  3 0 d a y s  o f  n o t i c e  t h e  v e h i c l e  s h a l l
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be  d i s p o s e d  o f  b y  p u b l i c  a u c t i o n .  T h e s e  r e q u i r e m e n t s  e x p r e s s l y  
a p p l y  t o  " a  w r e c k e d ,  d i s m a n t l e d ,  o r  i n o p e r a t i v e  v e h i c l e  o r  a 
v e h i c l e  o t h e r w i s e  p r e s u m e d  t o  be  a b a n d o n e d . "  C a t h y  M a y e r  h a s  
a p p a r e n t l y  t a l k e d  w i t h  r e p r e s e n t a t i v e s  o f  o t h e r  m u n i c i p a l i t i e s  
w h o s e  p r o g r a m s  d o  n o t  m e e t  t h e s e  r e q u i r e m e n t s  -  I  am a t  a l o s s  t o  
e x p l a i n  t h e i r  r a t i o n a l e  f o r  n o n - c o m p l i a n c e  w i t h  AS C h a p t e r  2 8 . 1 1 .

Tom B o e d e k e r  h a s  s u g g e s t e d  a c l e v e r  a l t e r n a t i v e  t o  
o p e r a t i o n  o f  a  b o r o u g h - r u n  " a b a n d o n e d "  v e h i c l e  p r o g r a m  t h r o u g h  
e n a c t m e n t  o f  a  g r a n t  p r o c e d u r e  w h e r e b y  p r i v a t e  e n t i t i e s  w o u l d  be  
c o m p e n s a t e d  on  a p e r - v e h i c l e  b a s i s  f o r  t r a n s p o r t i n g  j u n k e d  v e h i c l e s  
t o  d e s t i n a t i o n s  o u t s i d e  o f  t h e  K e n a i  P e n i n s u l a  B o r o u g h .  P r e s u m a b l y  
t h e  B o r o u g h ' s  s o l e  i n v o l v e m e n t  w o u ld  be  p r o v i d i n g  a  c o m p l i a n c e  
o f f i c i a l  who w o u l d  d o c u m e n t  t h e  j u n k e d  v e h i c l e s  l o a d e d  f o r  
im m e d i a t e  t r a n s p o r t  o u t  o f  t h e  B o r o u g h  and  p r o c e s s  t h e  p a p e r w o r k  
n e c e s s a r y  f o r  i s s u i n g  a  c h e c k .  W h i l e  t h e r e  a r e  c e r t a i n l y  many 
d e t a i l s  t o  b e  w o r k e d  o u t ,  a g r a n t  p r o g r a m  w o u l d  h a v e  t h e  a d v a n t a g e  
( o v e r  a  c o n t r a c t  f o r  s e r v i c e s )  o f  i s o l a t i n g  t h e  B o r o u g h  f r o m  
i n v o l v e m e n t  i n  o r  o v e r s i g h t  o f  t h e  p r i v a t e  e n t i t y ' s  m ean s  a nd  
m e t h o d s  o f  p o s s e s s i o n ,  t r a n s p o r t  and  d i s p o s a l .  S h o u l d  t h e  u l t i m a t e  
d i s p o s a l  o f  t h e  v e h i c l e s  r e s u l t  i n  a h a z a r d o u s  m a t e r i a l s  s p i l l ,  
t h e r e  i s  s t i l l  a  p o t e n t i a l  f o r  B o r o u g h  l i a b i l i t y  a s  a p e r s o n  who 
" a r r a n g e d  w i t h  a t r a n s p o r t e r  f o r  t r a n s p o r t  f o r  d i s p o s a l  o r  
t r e a t m e n t ,  o f  h a z a r d o u s  s u b s t a n c e s "  ( 4 2  USCA 9 6 0 7  ( a )  ( 3 ) ) ,  b u t  t h a t  
p o t e n t i a l  l i a b i l i t y  i s  much m o r e  t e n u o u s  t h a n  i n  a s i t u a t i o n  w h e r e  
we w o u l d  c o n t r a c t  d i r e c t l y  w i t h  a  t r a n s p o r t e r .  A d i r e c t  c o n t r a c t  
w o u l d  n e c e s s a r i l y  i n c l u d e  c o n t r a c t o r  r e q u i r e m e n t s  r e g a r d i n g  h i s  
m e t h o d s  o f  t r a n s p o r t ,  d i s p o s a l ,  a nd  c o m p l i a n c e  w i t h  a l l  f e d e r a l  and  
s t a t e  r e g u l a t i o n s  r e g a r d i n g  h a z a r d o u s  m a t e r i a l s ,  a b a n d o n e d  
v e h i c l e s ,  e t c . ,  a n d  w o u l d  c o n s e q u e n t l y  r e q u i r e  b o r o u g h  o v e r s i g h t  o f  
t h e s e  d e t a i l s .

I n  s um m a ry ,  t h e r e  i s  an  i m p o r t a n t  d i s t i n c t i o n  b e tw e e n  
" j u n k e d "  v e h i c l e s  ( p r o v i d e d  b y  t h e i r  t i t l e  ow n e r  f o r  d i s p o s a l )  and  
" a b a n d o n e d "  v e h i c l e s  (w h e r e  t h e  t i t l e  ow n e r  c a n n o t  b e  l o c a t e d ) . I n  
c o n s i d e r a t i o n  o f  t h e  e x p r e s s  r e q u i r e m e n t s  o f  AS C h a p t e r  2 8 . 1 1 ,  I  
w o u l d  s u g g e s t  t h a t  we c l e a r l y  d i s t i n g u i s h  b e tw e e n  t h e  tw o  
s i t u a t i o n s  and  l i m i t  o u r  a c t i v e  i n v o l v e m e n t  i n  a v e h i c l e  d i s p o s a l  
p r o g r a m  t o  t h o s e  v e h i c l e s  p r e s e n t e d  by  t h e  t i t l e d  o w n e r s .  I f  we 
c h o o s e  t o  d e a l  w i t h  " a b a n d o n e d "  v e h i c l e s  t h r o u g h  a n  i n - h o u s e  
p r o g r a m ,  we w i l l  h a v e  a s i g n i f i c a n t  e f f o r t  i n v o l v e d  i n  m e e t i n g  t h e  
AS 2 8 . 1 1  r e q u i r e m e n t s  f o r  n o t i c e  t o  o w n e r s  a nd  l i e n h o l d e r s  o f  
r e c o r d  a n d  f o r  s a l e  b y  a u c t i o n .  I f ,  h o w e v e r ,  t h e  b o r o u g h  l i m i t s  
i t s  i n v o l v e m e n t  w i t h  a b a n d o n e d  v e h i c l e s  t o  a g r a n t  p r o g r a m ,  w h e r e b y  
a n y  p r i v a t e  e n t i t y  who b r i n g s  a l o a d  o f  j u n k e d  v e h i c l e s  t o  t h e  
g r a n t  c o m p l i a n c e  o f f i c e r ' s  l o c a t i o n  i n  t h e  c o u r s e  o f  r e m o v i n g  t h o s e  
v e h i c l e s  f r o m  t h e  B o r o u g h  w i l l  r e c e i v e  a g r a n t  p a y m e n t  o n  a p e r -  
v e h i c l e  b a s i s ,  t h e n  I  r e l i e v e  we c a n  s u b s t a n t i a l l y  l i m i t  a n y



M em o r a n d u m  —  A b a n d o n e d  V e h i c l e s
J u l y  16, 1991 P a g e  3

p o t e n t i a l  b o r o u g h  l i a b i l i t y / r e s p o n s i b i l i t y  a r i s i n g  f r o m  
t r a n s p o r t e r s '  m ean s  and  m e t h o d s .
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Sp on so r: Representative  G . Phillips_______
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BILL NO. CSSSHB 379ITRANS)

Departm ent A ffected : 

B R U : Motor V eh icles

Public S a fe ty

Com ponent: Field Se rv ice

C O M PO N EN T S E R IA L  NO.

E X P E N D IT U R E S /R E V E N U E S : (Thousands o f D o llars) (inflation not included)

O P ER A T IN G F Y  33 F Y  9 4 F Y  9 5 F Y  9 6 F Y  9 7 F Y  9 8

P E R S O N A L S E R V IC E S 0 0 0 0 0 0

T R A V E L 0 0 0 0 0 0

C O N T R A C T U A L 7 .5 0 0 0 0 0

S U P P L IE S 0 0 0 0 0 0

EQ U IPM EN T 0 0 0 0 0 0

LAN D  & S T R U C T U R E S 0 0 0 0 0 0

G R A N T S , C LA IM S 0 0 0 0 0 0

M IS C E LLA N E O U S 0 0 0 0 0 0

T O T A L  O P ER A T IN G 7 .5 0 0 0 0 0

C A P IT A L 0 0 0 0 0 0

R E V E N U E 4 4 5 .0 8 9 0 .0 8 9 0 .0 8 9 0 .0 8 9 0 .0 8 9 0 .0

FUN D  S O U R C E :

FU N D IN G : (Th o u san d s o f Dollars)

G E N E R A L  FUND 7 .5 0 0 0 0 0

F E D E R A L  FU N D S 0 0 0 0 0 0

O TH ER

FUN D S O U R C E :

0 0 0 0 0 0

T O T A L 7 .5 0 0 0 0 0

P O S IT IO N S :

FU LL-T IM E 0 0 0 0 0 0

P A R T -T IM E 0 0 0 0 0 0

T E M P O R A R Y 0 0 0 0 0 0

Estim ate  of current year im pact:

A N A L Y S IS : (A ttach  a separate page if n e c e ssa ry .) 

See  attached .

Prepared B y : Charles Hosack___________________________________________________  Phone: 2 6 9 -5 5 5 9

cj2-- D iv is io n : M otor V eh ic les ^     D ate : 3 /1 2 /9 2______________

A pproved  by Com m issioner: R ich° rli L  Burt° "

A g e n c y : Departm ent of Public Sa fe ty     D ate : . 3 /1 2 /9 2

Distribution (by preparer): Leg. Fin., Legislative Sponsor. Requestor, OMB/DBR, Gov. Legis. Ofc., & Impacted Agency(les).
Rev 10/7/91 Page 1 of _ 2



D e p a r tm e n t  o f  P u b l i c  S a f e t y
F i s c a l  N o t e  A n a l y s i s  -  CSSSHB 3 7 9 (TRANS)
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T h i s  b i l l  r e q u i r e s  t h e  D i v i s i o n  o f  M o t o r  V e h i c l e s  t o  c o l l e c t  an  
a d d i t i o n a l  f e e  o f  $ 2 . 0 0  e a c h  t im e  a m o t o r  v e h i c l e  i s  r e g i s t e r e d  
o r  u p on  a r e n e w a l  o f  t h e  r e g i s t r a t i o n .  A p p r o x i m a t e l y  4 4 5 , 0 0 0  
m o t o r  v e h i c l e s  a r e  r e g i s t e r e d  i n  A l a s k a  e a c h  y e a r .  A t  $ 2 . 0 0  p e r  
v e h i c l e ,  t h i s  w i l l  b r i n g  i n  r e v e n u e s  o f  a p p r o x i m a t e l y  $ 8 9 0 . 0  p e r  
y e a r  t o  t h e  s t a t e .  T h e s e  f u n d s  w i l l  b e  u s e d  t o  p r o v i d e  g r a n t s  t o  
m u n i c i p a l  g o v e r n m e n t s  t o  r e c y c l e  j u n k e d  o r  a b a n d o n e d  v e h i c l e s .
7 . 5  i n  c o n t r a c t u a l  m o n i e s  w i l l  b e  n e e d e d  f o r  1 0 0  h o u r s  o f  
c o n t r a c t  p r o g r a m m e r  t im e  t o  r e v i s e  a l l  r e g i s t r a t i o n  p r o g r a m s  t o  
c o l l e c t  t h e  new f e e s  and  t o  r e v i s e  a l l  r e v e n u e  r e p o r t s  s o  t h a t  
t h e  f e e s  a r e  c o r r e c t l y  r e p o r t e d  t o  AKSAS. T h i s  i s  a o n e - t i m e  
e x p e n d i t u r e ,  f o r  t h e  f i r s t  y e a r  o f  t h e  p r o g r a m  o n l y .
A l l  r e g i s t r a t i o n  f e e  am o u n t s  e x c e p t  t h o s e  f o r  t r a i l e r s  w i l l  b e  
i n c r e a s e d  b y  $ 2 . 0 0 .  T r a i l e r s  a r e  n o t  i n c l u d e d  b e c a u s e  t h e  b i l l  
a d d r e s s e s  " m o t o r  v e h i c l e s "  r a t h e r  t h a n  " v e h i c l e s " .  F o rm s  w i l l  b e  
r e v i s e d  t o  i n d i c a t e  t h e  new f e e  and  a  new r e v e n u e  a c c o u n t  w i l l  b e  
e s t a b l i s h e d  t o  i d e n t i f y  t h e  f e e s  c o l l e c t e d  u n d e r  t h i s  b i l l .
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A M E N D M E N T

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

Page 1, line 11:
Delete "AS 44.47.070"
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 44.47"
Insert "AS 44.46"

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

Page 2, line 1:
Delete "Sec. 44.47.070"
Insert "Sec. 44.46.120"
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FISCAL NOTE
STATE OF ALASKA

1 9 9 2  LEGISLATIVE SESSION
BILL N O . HB 384

Revision Date:
T itle : An act relating to adm inistrative costs fo r D CAP BR U : Ch ild  Assistance

Department A ffected: Com m unity and Regional A ffairs

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

Com ponent: Day Care Assistance Proerams

C O M P O N EN T SER IA L N O .

EXPEN D ITU RES/REVEN U ES : (Thousands of Dollars)

O PER A T IN G FY 93 FY 94 FY  95 FY 96 FY 97 FY 98
PERSONAL SERVICES

TRAVEL
C O N TR A C TU A L

SUPPLIES
EQ U IPM EN T

LAN D & STR U C TU R ES
GRAN TS, CLA IM S 570.0 590.0 590 .0 590 .0 590.0 590.0

M ISCELLA N EO U S
TO TA L O P ER A T IN G 570.0 590.0 590.0 590.0 590.0 590.0

CA PITA L

REVEN UE 
FU N D  SO U R C E :

FU N D IN G : (Thousands o f Dollars)

GEN ERAL FU N D 570.0 590.0 590.0 590.0 590.0 590.0

FEDERAL FU N D S
O TH ER
FU N D  SO U R C E :
TO TA L 570.0 590.0 590.0 590.0 590 r 590.0

PO SITIO N S:

FULL-TIM E
PART-TIM E
TEM PO RARY

Estimate of current year im pact: _______________ N/A

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

Prepared By : Remond Henderson Phone: 465-4708

Division: _________________________ Adm inistrative Services Division  Date: 7 / 3 / / 9 c 3

Approved by Com m issioner: s ________________________ 2. -  -
Agency:  Departm ent of Com m unity and Regional A ffairs  Date: ________________

Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Cov. Legis. Ofc, & Impacted Agency(ies).
Rev 10/7/91 Page 1 of 2__



CONTINUATION of FISCAL NOTE ANALYSIS
F o r  B ill/R e so lu t ion  N o . HB 384

By increasing the allowable administrative rate from 10% to 15% the Bill increases the costs to the 
program by 5% or $570,000 in FY 93 and by $590,000 thereafter. The increase of $20,000 is due to 
$400,000 which will be reinstated into the Day Care Assistance Program during the FY 94 that is currently 
being used as a required GF match to the federal At Risk Assistance child care program. Federal funding 
decreases by this amount in FY 94 due to the fact that Alaska received two year's worth of funds the first 
year the program was implemented, FY 92.
If the increment is not funded it will mean a decrease of assistance to approximately 160 children for a full 
year. Although there has been an influx of new federal funds into the program this year, it has served to 
clear waiting lists statewide and possibly fund new communities, Another program financial impact which 
will increase the costs of services during FY 93 is the new market rate survey results. Preliminary data 
indicate that there will be a 5% - 8% increase in child care provider rates as of July 1, 1992. This item 
alone would mean fewer people served with the same funds, but it is anticipated that the impact will be 
minimized due to increased federal dollars. However, the program could not absorb a additional 5% 
increase of costs without decreasing the number of families assisted.

Page 2 o f 2



A A '•
t i

I * *1 •
X  ISO THIRD STREET

JUNEAU, ALASKA 99301-1291 
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ANCHORAGE, ALASKA 9950B-4302 
PHONE: (907) $63-1073O F F IC E  O F  TH E  C OM M IS S IO N E R  /

J a n u a r y  31, 1992

POS IT ION  PAPER
RE :  H o u s e  Bi l l  No. 384

S p o n s o r :  R e p r e s e n t a t i v e  D a v i s
P r o g r a m  E f f e c t s  o f  t h e  B i l l

T h i s  bi l l  e f f e c t s  two i t e m s  in c u r r e n t  S t a t u t e :  (1) it
i n c r e a s e s  the a l l o w a b l e  a d m i n i s t r a t i v e  c o s t  for the c o n t r a c t o r  
f r o m  10% to 15%, and; (2) it a l l o w s  c o n t r a c t o r s  to u t i l i z e  D a /  
C a r e  A s s i s t a n c e  f u n d s  for a d m i n i s t r a t i v e  c o s t s  b a s e d  on the 
c o n t r a c t  a m o u n t  i n s t e a d  of on the a m o u n t  e x p e n d e d .  T h i s  b i l l  
w i l l  a l l o w  g r e a t e r  p r e d i c t a b i l i t y  of a n n u a l  a d m i n i s t r a t i v e  
budget. A c o n t r a c t o r  w i l l  be able to p l a n  on a designated, 
a m o u n t  for a d m i n i s t r a t i o n  w h e r e  that has not b e e n  the c a s e  in 
the past.

The S t a t u t e  g i v e s  p r i o r i t y  i n  c o n t r a c t i n g  f o r  d a y  c a r e  
a d m i n i s t r a t i o n  s e r v i c e s  t o  m u n i c i p a l i t i e s ,  b u t  some 
m u n i c i p a l i t i e s  h a v e  been  h e s i t a n t  t o  p a r t i c i p a t e  b e c a u s e  o f  t h e  
u n c e r t a i n t y  a b o u t  the- s t a t e  f u n d s  t o  be r e c e i v e d  and b e c a u s e  
a t  10% t h e  f u n d s  do n o t  c o v e r  t h e  f u l l  c o s t  o f  a d m i n i s t r a t i o n .  
P a s s a g e  o f  t h i s  b i l l  w i l l  e n c o u r a g e  more  m u n i c i p a l i t i e s  t o  
p a r t i c i p a t e  i n  t h e  Day C a r e  A s s i s t a n c e  P r o g r a m .  I t  i s  c r i t i c a l  
t o  p r o p e r  p r o g r a m  im p l e m e n t a t i o n  and o v e r s i g h t  t h a t  c o n t r a c t o r s  
h ave  s u f f i c i e n t  s t a f f  a v a i l a b l e  t o  a d m i n i s t e r  t h e  p r o g r a m .
Commen ts :
The D e p a r tm e n t  o f  C ommun i ty  & R e g i o n a l  A f f a i r s  s u p p o r t s  p a s s a g e  
o f  t h i s  b i l l .

E d g a r  B l a L c h f o r d .  
C o m m i s s i o n e r
D e p a r tm e n t  o f  C ommun i ty  and

R e g i o n a l  A f f a i r s

Dep-f. PoS/fioA/
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Representative Cheri L. Davis

P.O. BOX 5723 
K E T C H IK A N , A K  99901 
PH O N E 225-6304

D U R IN G  SESSIO N  

P.O. BOX V
STA TE  C A P IT O L  B U IL D IN G  
JU N EA U . A K  99811 
PH O N E 465-3424

HOME

S P O N S O R  STA TEM EN T  HB 3 8 4

Good morning and thank you for scheduling this bill so promptly.
House Bill 384, is legislation which will increase the amount of money that a 
day care facility or organization may use for their administrative costs. As the 
law is written now, Day Care Assistance Programs can only use 10 percent of 
their annual day care benefits from the state for administrative costs. This 
legislation increases the amount of money available for administrative costs to 
15 percent and insures the facility or organization will not receive less than 
$1,000 in administrative payments.
Many cities and boroughs are finding that their administrative costs are in 
excess of the 10 percent 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 operational costs usually exceed 10 percent. These costs have, for 
example, averaged 12 to 13 percent in the last two fiscal years in the Fairbanks 
North Star Borough and are 22 percent in Ketchikan. Clients and accountability 
suffer when administration of the program is underfunded, an increase to 15 
percent will alleviate some of the monetary pressures these municipalities are 
facing.
Again I thank you for hearing this bill today, and I will be glad to try and answer 
any questions you may have.

S p e n s e r
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FY 91 DAYCARE ASSISTANCE EXPENDITURES

(AS OF 2/11/92)

COMMUNITY TOTAL AWARD SUBSIDY EXPENDED ADMIN. EXPENDED

Anchorage 6,568,279.00 5,379,591.42 537,959.16

Aniak 25,063.00 18,410.31 1,841.04

Bethel 152,596.00 124,067.00 12,406.71

Cordova 61,618.00 49,698.84 4,969.89

Craig 71,400.00 66,157.65 6,615.78

Delta Junction 22,075.00 10,520.72 1,096.82

Dillingham 56,737.00 45,102.87 4,510.30

Fairbanks 2,324,488.00 1,984,224.16 198,176.88

Ft. Greely 39,637.00 18,037.63 1,803.79

Glennallen 10,28200 7,938.40 999.96

Haines 20,481.00 17,840.25 1,784.03

Healy 2,350.00 343.00 535.26

Homer 129,855.00 109,609.12 10,960.93

Juneau 689,730.00 589,479.35 58,947.92

Kenai 104,646.00 85,365.41 8,536.54

Ketchikan 509,968.00 379,390.58 37,939.07

Kodiak 187,543.00 164,547.73 16,454,54

Kotzebue 138,794.00 121,185.80 12,118.59

Mat-Su Borough 639,803.00 506,184.38 50,618.47

Metlakatla 97,329.00 75,527.80 7,552.79

Nenana 5,599.00 3,502.00 999.96

Nome 59,974.00 39,176.32 3,917.63

North Slope 24,050.00 8,966.60 963.88

Petersburg 52,404.00 41,402.10 4,140.23

Seward 77,590.00 64,494.55 6,449.46

Sitka 232,353.00 161,364.00 16,136.43

Skegway 11,404.00 10,048.60 1,004.86

Soldotna 243,385.00 187,744.53 18,774.46

Valdez 63,448.00 57,680.00 5,768.00

Wrangell 49,116.00 32,279.66 3,227.99



FEB 12 '5 2  0 2 :0 2 SGh D'IRh hNlH 059 P03
FY 90 DAYCARE ASSISTANCE EXPENDITURES 

(AS OF 2/11/92)

totftimim TCIAk.AHARE SUBSIDY EXPENDED ADMIN. EXP:

Anchorage 5,407,625.00 4,522,905.70 452,290.58

Aniak 32,266.00 22,626.81 2,262.69

Bethel 134,956.00 101,469.03 10,376.91

Cordova 80,629.00 53,599.17 5,359.94

Craig 74,600.00 65,113.70 6,834.39

Delta Junction 32,215.00 19,933.45 1,993.35

Dillingham 48,241.00 40,107.92 4,010.80

Fairbanko 2,315,995.00 2,058,375.81 205,991.60

Ft. Greely 26,303.00 15,738.70 1,777.88

Glennallen 19,631.00 10,084.42 1,008.44

Haines 39,540.00 16,487.69 2,099.78

Healy 7,505.00 11/.50 11.25

Homer 82,114.00 62,999.53 6,423.97

Juneau 673,636.00 584,272.56 58,670.28

Kenai 166,571.00 76,007.44 7,673.73

Ketchikan 333,885.00 295,378.50 29,537.88

Kodiak 221,157.00 165,183.01 16,518.32

Kotzebue 112,407.00 99,436.31 10,253.63

Hat-Su Borough 541,073.00 428,414.40 42,889.44

Metlakatla 97,998.00 84,895.74 8,489.59

Nenana 9,059.80 2,767.42 666.64

Nome 64,399.00 52,005.72 5,510.57

North Slope 12,635.00 5,997.24 1,579.72

Petersburg 63,979.00 44,958.87 4,782.90

Seward 70,631.00 62,702.52 6,270.2

Sitka 267,314.00 191,696.17 19,412.62

Skagway 12,137.00 8,798.94 1,268.90

Soldotna 203,712.00 153,738.26 15,373.82

Valdez 69,131.00 56,454.85 5,645.49

Wrangell 62,676.00 42,219.40 4,221.95



FEB 12 '9 2  0 2 :0 2 Suh I«:Rh hJ-JCH 059 P02
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



R e p r e s e n t a t i v e  G e o r g i a n n a  L i n c o l n  
P .O .  B ox  V
S t a t e  C a p i t o l  B u i l d i n g  
J u n e a u ,  AK 9 9 8 1 1
D e a r  R e p r e s e n t a t i v e  L i n c o l n ,
The A s s o c i a t i o n  o f  L o c a l  A d m i n i s t r a t o r s  o f  Day C a r e  A s s i s t a n c e  s u p p o r t s  
HB 3 8 4 ,  and  u r g e s  y o u  t o  d o  t h e  same .
The  L o c a l  A d m i n i s t r a t o r ' s  A s s o c i a t i o n  i s  an  i n f o r m a l  o r g a n i z a t i o n  o f  
l o c a l  g o v e r n m e n t s  and  o r g a n i z a t i o n s  t h a t  r u n  t h e  30  Day C a r e  A s s i s t a n c e  
p r o g r a m s  i n  A l a s k a .  A t  o u r  m o s t  r e c e n t  a n n u a l  m e e t i n g  ( A p r i l  1 9 9 1 ) ,  
t h e  i s s u e  o f  a d m i n i s t r a t i v e  f u n d i n g  was d i s c u s s e d  a t  l e n g t h .  The  
members  p r e s e n t  v o t e d  u n a n im o u s l y  t o  s u p p o r t  c h a n g i n g  t h e  e x i s t i n g  
s t a t u t e  t o  a d d r e s s  b o t h  t h e  am oun t  and  mechan ism  o f  a d m i n i s t r a t i v e  
f u n d i n g  f o r  l o c a l  c o n t r a c t o r s .
HB 3 8 4  a d d r e s s e s  b o t h  i s s u e s .  T en  p e r c e n t  i s  n o t  e n o u g h  t o  r u n  a 
q u a l i t y  p r o g r a m .  C l i e n t s ,  c h i l d  c a r e  p r o v i d e r s  a n d  a c c o u n t a b i l i t y  
s u f f e r  when a d m i n i s t r a t i o n  i s  u n d e r f u n d e d .  A c t u a l  c o s t s  v a r y  f r o m  o n e  
l o c a l  c o n t r a c t o r  t o  a n o t h e r ,  b u t  L o c a l  A d m i n i s t r a t o r s  s u p p o r t  15% a s  a 
f a i r  l e v e l  o f  s t a t e  s u p p o r t .
The  m echan ism  c u r r e n t l y  u s e d  i s  r e i m b u r s i n g  l o c a l  c o n t r a c t o r s  o n  t h e  
b a s i s  o f  t h e  am oun t  o f  s u b s i d y  f u n d s  p a i d  e ach  m o n t h .  The  am ou n t  
v a r i e s  f r o m  mon th  t o  m on th ,  and t h e  a c t u a l  amoun t  o f  a d m i n i s t r a t i v e  
f u n d s  a l o c a l  c o n t r a c t o r  w i l l  r e c e i v e  i s  n o t  known u n t i l  a f t e r  t h e  
f i s c a l  y e a r  i s  o v e r  -  t o o  l a t e  t o  b u d g e t  e f f e c t i v e l y .  T h i s  c a n  l e a d  
l o c a l  c o n t r a c t o r s  t o  be  t o o  c o n s e r v a t i v e  i n  t h e i r  s p e n d i n g ,  k e e p i n g  
s t a f f i n g  l e v e l s  s o  l o w  t h a t  c l i e n t s  c a n ' t  g e t  a p p o i n t m e n t s  when  t h e y  
n e e d  t h em ,  and l e a v i n g  s u b s i d y  f u n d s  u n s p e n t .
We u r g e  y o u  t o  s u p p o r t  HB 3 8 4 .  By a l l o w i n g  f o r  m o r e  r e a s o n a b l e  f u n d i n g  
l e v e l s  and  more  e f f i c i e n t  b u d g e t  m anagemen t ,  l o c a l  c o n t r a c t o r s  c a n  do  a 
b e t t e r  j o b  o f  m e e t i n g  t h e  n e e d s  o f  c l i e n t s  and c h i l d  c a r e  p r o v i d e r s ,  
and  m e e t i n g  s t a t e  a d m i n i s t r a t i v e  r e q u i r e m e n t s .  I f  y o u  h a v e  a n y  
q u e s t i o n s  r e g a r d i n g  o u r  p o s i t i o n ,  p l e a s e  f e e l  f r e e  t o  c o n t a c t  me a t  
4 5 9 - 1 4 7 4 .
S i n c e r e l y ,

F e b r u a r y  4, 1992

A s s o c i a t i o n  o f  L o c a l  A d m i n i s t r a t o r s  
c / o  Day  C a r e  A s s i s t a n c e  
F a i r b a n k s  N o r t h  S t a r  B o r o u g h  
PO Box  7 1 2 6 7  
F a i r b a n k s ,  AK 9 9 7 0 7



L o c a l  A d m i n i s t r a t o r ' s  A s s o c i a t i o n

1 9 9 1 - 9 2  O f f i c e r s
C h e r y l  K e e p e r s
F a i r b a n k s  N o r t h  S t a r  B o r o u g h  
PO Box  7 1 2  6'/
F a i r b a n k s ,  AK 9 9 7 0 7
L i n d a  I n g l i s
K e t c h i k a n  G a tew ay  B o r o u g h  
2 1 5  M a in  S t r e e t  # 21 2  
K e t c h i k a n ,  AK 9 9 9 01
A l i c e  G a t e s
Women 's  R e s o u r c e  & C r i s i s  C e n t e r  
3 2 5  S o u t h  S p r u c e  
K e n a i ,  AK 9 9 6 1 1
P a t  B o o t h
Nome C h i l d  C a r e ,  I n c .
PO B o x  1 1 8 9  
Nome, AK 9 9 7 6 2

DCAP p r o g r a m s  a t  A p r i l  1 9 9 1  L o c a l  A d m i n i s t r a t o r ' s  A s s o c i a t i o n  m e e t i n g

A n c h o r a g e K e t c h i k a n
A n i a k K o d i a k
B a r r o w K o t z e b u e
B e t h e l M a t - S u
C o r d o v a P a lm e r
C r a i g S i t k a
F a i r b a n k s Skagv :?y
H a i n e s V a l d e z
J u n e a u W r a n g e l l
K e n a i / S o l d o t n a

P r e s i d e n t

V i c e - P r e s i d e n t

S e c r e t a r y

T r e a s u r e r



Day  C a r e  A s s i s t a n c e _ J j d m l n l s t r a t l v e . -F.u n d l n g

The  Day  C a r e  A s s i s t a n c e  p r o g r a m  e x i s t s  t o  h e l p  e l i g i b l e  f a m i l i e s  w o r k  
o r  t r a i n  f o r  w o r k  b y  p a y i n g  f o r  c h i l d  c a r e  c o s t s .  To d o  t h a t ,  s t a f f  
m u s t  m ee t  w i t h  f a m i l i e s ,  w o r k  w i t h  c h i l d  c a r e  p r o v i d e r s ,  p r o c e s s  c h i l d  
c a r e  b i l l i n g s  and  p e r f o r m  r e l a t e d  a d m i n i s t r a t i v e  t a s k s .

F u n d i n g  comes f r o m  t h e  S t a t e  o f  A l a s k a ,  v i a  t h e  D e p a r t m e n t  o f  C ommun i t y  
and  R e g i o n a l  A f f a i r s .  The  Day C a r e  A s s i s t a n c e  g r a n t  p r o v i d e s  money f o r  
c h i l d  c a r e  s u b s i d i e '  and p r o g r a m  a d m i n i s t r a t i o n .  An am ou n t  e q u a l  t o  
10% o f  m o n i e s  s p e n t  on  s u b s i d i e s  c a n  be  u s e d  f o r  a d m i n i s t r a t i o n .  T h e r e  
a r e  t h r e e  p r o b l e m s  w i t h  t h i s :
1 .  f a m i l i e s  a r e  n o t  s e r v e d  e v e n  t h o u g h  s u b s i d y  m o n i e s  g o  u n e x p e n d e d ;
2 .  p r o g r a m  and  b u d g e t  managemen t  i s  l e s s  e f f e c t i v e ;  a n d
3 .  t e n  p e r c e n t  i s  n o t  e n o u g h  t o  c o v e r  d i r e c t  o p e r a t i o n a l  c o s t s .

F u r t h e r  e x p l a n a t i o n  o f  e a c h  o f  t h e s e  f o l l o w s :

1 .  E v e r y  mon th  t h e  g r a n t e e  p a y s  f o r  c h i l d  c a r e :  a f t e r  t o t a l l i n g  t h e  
am ou n t  s p e n t ,  a n  a d d i t i o n a l  10% f o r  a d m i n i s t r a t i v e  c o s t s  i s  a d d e d  t o  
t h e  i n v o i c e  t o  t h e  S t a t e .  E v e r y  m on th  a d i f f e r e n t  am oun t  i s  s p e n t  on  
s u b s i d i e s ,  and  t h e  am oun t  o f  a d m i n i s t r a t i v e  f u n d i n g  c h a n g e s .  T o t a l  
a n n u a l  a d m i n i s t r a t i v e  r e c e i p t s  w i l l  n o t  b e  known u n t i l  t h e  f i s c a l  y e a r  
i s  o v e r .

T h i s  u n c e r t a i n t y  l e a d s  t o  b e i n g  v e r y  c o n s e r v a t i v e  i n  a d m i n i s t r a t i v e  
s p e n d i n g  -  w h i c h  w o u ld  b e  g o o d ,  e x c e p t  t h a t  i t  means f e w e r  f a m i l i e s  a r e  
s e r v e d  t h a n  c o u l d  h a v e  b e e n  h e l p e d  w i t h  t h e  a v a i l a b l e  s u b s i d y  f u n d s .  
K e e p i n g  s t a f f i n g  l e v e l s  l o w  e n o u g h  t o  be c e r t a i n  t o  s t a y  w i t h i n  b u d g e t

Supplemental In fo rm ations



l i m i t s  r e s t r i c t s  t h e  t:'.me a v a i l a b l e  f o r  c l i e n t  i n t e r v i e w s .  P e o p l e  t h e n  
h a v e  t o  w a i t  f o r  a p p o i n tm e n t  o p e n i n g s .  Some f a m i l i e s  l o s e  j o b  
o p p o r t u n i t i e s  b e c a u s e  t h e y  c a n ' t  c o v e r  c h i l d  c a r e  c o s t s  u n t i l  t h e i r  
a p p o i n t m e n t .  T h i s  a f f e c t s  some p r o g r a m s  mo re  t h a n  o t h e r s ,  d e p e n d i n g  i n  
p a r t  on  p r o g r a m  s i z e  and  l o c a l  f i n a n c i a l  s u p p o r t .

2 .  I t  i s  d i f f i c u l t  t o  manage e f f e c t i v e l y  w i t h  an  e v e r  s h i f t i n g  amoun t  
o f  a d m i n i s t r a t i v e  f u n d i n g :  m o n i e s  t h a t  c o u l d  h a v e  b e e n  s p e n t  e a r l i e r  i n  
t h e  y e a r  t o  g r e a t e r  c l i e n t  s e r v i c e  a r e  n o t  s p e n t  u n t i l  t h e  end  o f  t h e  
y e < ; r .  T h i s  r e s u l t s  i n  p o o r e r  s e r v i c e  t o  f a m i l i e s  and  c h i l d  c a r e  
p r o v i d e r s . ’

3 .  D i r e c t  o p e r a t i o n a l  c o s t s  t o  t h e  g r a n t e e  ( s a l a r i e s ,  r e n t ,  s u p p l i e s )  
u s u a l l y  e x c e e d  10%. F o r  e x a m p l e ,  t h e s e  c o s t s  a v e r a g e d  12 t o  13% i n  
f i s c a l  y e a r s  1 9 8 9  & 90  i n  t h e  F a i r b a n k s  N o r t h  S t a r  B o r o u g h ,  b u t  
i n c r e a s e d  t o  18% i n  FY 9 1 .  I n  K e t c h i k a n ,  d i r e c t  c o s t s  a r e  2 2% .  I n  
b o t h  t h e s e  e x a m p l e s ,  t h e  l o c a l  g o v e r n m e n t s  h a v e  made up t h e  d i f f e r e n c e .

A s a m p l e  o f  a d m i n i s t r a t i v e  c o s t s  f o r  F Y 9 1 :
A n c h o r a g e : 12.% ( d i r e c t )
A n i a k : 14% ( d i r e c t ) 2% ( i n d i r e c t )
B e t h e l : 10% ( d i r e c t )
C r a i g : 14% ( d i r e c t ) 1% ( i n d i r e c t )
F a i r b a n k s : 18% ( d i r e c t ) 8 . 6% ( i n d i r e c t )
H om e r : 20% ( d i r e c t )
J u n e a u : 13% ( d i r e c t )
K e n a i : 10% ( d i r e c t )
K e t c h i k a n : 22% ( d i r e c t )

Some l o c a l  g o v e r n m e n t s  do n o t  c o n t r i b u t e  t o  t h e i r  Day C a r e  A s s i s t a n c e  
p r o g r a m s :  t h o s e  p r o g r a m s  a r e  n o t  a b l e  t o  u s e  a l l  o f  t h e  a v a i l a b l e  g r a n t  
s u b s i d y  f u n d s  b e c a u s e  t h e y  c a n n o t  h i r e  e n ough  s t a f f  t o  r u n  t n e  p r o g r a m .



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

The  s o l u t i o n  b e i n g  p r o p o s e d  i s  s i m p l e :  t o  c h a n g e  t h e  l a w  t o  p r o v i d e  
a d m i n i s t r a t i v e  f u n d s  n o t  t o  e x c e e d  15% o f  t o t a l  d a y  c a r e  a s s i s t a n c e  
f u n d s .  The a d m i n i s t r a t i v e  amoun t  w o u ld  be  s p e c i f i e d  i n  t h e  g r a n t  
a w a r d ,  s o  l o c a l  a d m i n i s t r a t o r s  c o u l d  b u d g e t  w i t h  c e r t a i n t y .  F i f t e e n  
p e r c e n t  w o u ld  be  e n o u g h  t o  c o v e r  d i r e c t  p r o g r a m  o p e r a t i n g  c o s t s  f o r  
some o r g a n i z a t i o n s :  y e t  i t  i s  n o t  e n ough  f o r  a n y  g r a n t e e  o r g a n i z a t i o n  

t o  " s k i m " .

I f  t h e  o v e r a l l  f u n d i n g  f o r  Day C a r e  A s s i s t a n c e  d o e s  n o t  i n c r e a s e ,  t h i s  
c o u l d  c u t  i n t o  t h e  a l l o w a b l e  s u b s i d y  f u n d s .  H o w e v e r ,  b y  p r o m o t i n g  m o re  
e f f e c t i v e  m an ag em en t ,  a g r e a t e r  p e r c e n t a g e  o f  s u b s i d y  m o n i e s  w i l l  b e  
s p e n t  s t a t e w i d e ,  h e l p i n g  m o r e  f a m i l i e s .

F e b r u a r y  1 9 9 2
p r e p a r e d  by
C h e r y l  K e e p e r s
Day C a r e  A s s i s t a n c e
F a i r b a n k s  N o r t h  S t a r  B o r o u g h
F a i r b a n k s ,  AK 9 9 7 0 7
4 5 9 - 1 4 7 4



F a i r b a n k s  N o r t h  S t a r  B o r o u g h

8 0 9  P io n e e r  R o a d  P .O .  B o x  7 1 2 6 7  F a irb a n k s , A la s k a  9 9 7 0 7 - 1 2 6 7  9 0 7 / 4 5 9 - 1 0 0 0

F e b r u a r y  4 ,  1 9 9 2

R e p r e s e n t a t i v e s  P a t  C a r n e y  & G e o r g i a n n a  L i n c o l n ,  C o - C h a i r s  
H ou s e  H e a l t h ,  E d u c a t i o n  & S o c i a l  S e r v i c e s  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
B ox  V
J u n e a u ,  A l a s k a  9 9 8 1 1
D e a r  R e p r e s e n t a t i v e s  C a r n e y  a n d  L i n c o l n ,
The  F a i r b a n k s  N o r t h  S t a r  B o r o u g h  s u p p o r t s  HB 3 8 4 ,  and  u r g e s  i t s  
p a s s a g e .  The  b i l l  a d d r e s s e s  tw o  i s s u e s :  t h e  l e v e l  a n d  m e t h o d  o f  
a d m i n i s t r a t i v e  f u n d i n g  f o r  l o c a l  c o n t r a c t o r s .  B o t h  a r e  
i m p o r t a n t .
The  f i r s t  i s s u e  i s  c l e a r :  t h e  c o s t s  t o  l o c a l  c o n t r a c t o r s  a r e  
s i m p l y  n o t  c o v e r e d  b y  10% .  T h e  S t a t e  r e q u i r e s  l o c a l  c o n t r a c t o r s  
t o  f o l l o w  s t a t e  p o l i c i e s  a n d  p r o c e d u r e s ,  and  t h o s e  r e q u i r e m e n t s  
c a n n o t  b e  m e t  a t  10% c o s t .  A d e q u a t e  s e r v i c e  t o  p r o g r a m  
p a r t i c i p a n t s  c a n n o t  b e  m e t  a t  10% f u n d i n g .
D i r e c t  c o s t s  i n  t h e  FNSB f o r  s e v e r a l  y e a r s  a v e r a g e d  1 2  -  1 3% ,  
w i t h  i n d i r e c t  c o s t s  an  a d d i t i o n a l  8 . 6 % .  The B o r o u g h  was 
t h e r e f o r e  c o n t r i b u t i n g  m o r e  t h a n  t h e  S t a t e .  I n  t h e  l a s t  tw o  
y e a r s ,  DCRA h a s  made many  p r o g r a m  c h a n g e s .  The  B o r o u g h  h a s  a l s o  
im p r o v e d  t h e  l e v e l  c f  s e r v i c e .  As a  r e s u l t ,  c o s t s  h a v e  r i s e n .  
D i r e c t  c o s t s  l a s t  f i s c a l  y e a r  a p p r o a c h e d  20% :  i n d i r e c t  c o s t s  
c o n t i n u e  a t  8 . 6 % .  R a i s i n g  t h e  S t a t e  c o n t r i b u t i o n  t o  15% w i l l  
a p p r o a c h  a  m o r e  e q u a l  s h a r i n g  o f  t h e  c o s t .
E q u a l l y  i m p o r t a n t  i s  s e t t i n g  ch e  a d m i n i s t r a t i v e  f e e  o n  t h e  
c o n t r a c t  aw a r d  r a t h e r  t h a n  on  t h e  am oun t  o f  b e n e f i t s  p a i d .  T h e  
c o s t s  l o c a l l y  t o  o p e r a t e  t h e  D ay  C a r e  A s s i s t a n c e  p r o g r a m  d o  n o t  
f l u c t u a t e  i n  d i r e c t  r e l a t i o n s h i p  t o  t h e  b e n e f i t s  p a i d  o u t  e a c h  
m o n t h .  F o r  e x a m p l e ,  t h e  c o s t  o n e  m on th  t o  q u a l i f y  4 0 0  c l i e n t s  
f o r  t h e  p r o g r a m  i s  n o t  m a t e r i a l l y  d i f f e r e n t  t h a t  t o  q u a l i f y  3 7 5  
c l i e n t s  f o r  t h e  p r o g r a m  t h e  n e x t  m on th .  H ow e v e r ,  t h e  
a d m i n i s t r a t i v e  f e e  r e c o v e r y  c a n  b e  v e r y  d i f f e r e n t .  We c a n n o t  
a d j u s t  o u r  o p e r a t i n g  c o s t s  m on th  b y  m on th ,  s u c h  a s  l a y i n g  o f f  
s t a f f ,  r e h i r i n g  s t a f f ,  e t c .  t o  k e e p  t h e  a d m i n i s t r a t i v e  f e e  
r e c o v e r y  i n  l i n e  w i t h  t h e  o p e r a t i n g  e x p e n s e s .
The c u r r e n t  s i t u a t i o n  c a u s e s  l o c a l  c o n t r a c t o r s  who c a n n o t  
s u b s i d i z e  t h e  S t a t e ' s  a d m i n i s t r a t i v e  f e e  t o  k e e p  t h e i r  o p e r a t i n g  
c o s t s  down p e r m a n e n t l y  b y  u n d e r s t a f f i n g  t h e  p r o g r a m .  T h i s  
u n d e r s t a f f i n g  c a u s e s  d a y  c a r e  b e n e f i t s  t o  l a p s e  a n d  n o t  t o  r e a c h  
t h e  c l i e n t s  a s  t h e  p r o g r a m  i i . t e n  > d .



I n  D ecembe r  1 9 9 0 ,  t h e  B o r o u g h  A s s em b ly  a d o p t e d  a  r e s o l u t i o n  
u r g i n g  t h e  L e g i s l a t u r e  t o  c h a n g e  t h e  l e v e l  a n d  m e t h o d  o f  
a d m i n i s t r a t i v e  f u n d i n g  f o r  l o c a l  c o n t r a c t o r s .  A c o p y  i s  a t t a c h e d  
i n  s u p p o r t  o f  HB 3 8 4 .
S h o u l d  y o u  h a v e  a n y  q u e s t i o n s  o r  n eed  f u r t h e r  i n f o r m a t i o n ,  d o  n o t  
h e s i t a t e  t o  c o n t a c t  me o r  t h e  B o r o u g h ' s  Day C a r e  A s s i s t a n c e  
a d m i n i s t r a t o r ,  C h e r y l  K e e p e r s .  T h ank  y o u  f o r  y o u r  c o n s i d e r a t i o n .

e n c l .  a s  s t a t e d
c c :  H ou s e  HESS C o m m i t t e e  M embe r s :

R e p .  B e t t y e  D a v i s ,  V i c e - C h a i rm a n  
R e p .  C h e r i  D a v i s  
R e p .  J o h n  C . G o n z a l e s  
R e p .  M a ry  M i l l e r  
R e p .  M a r k  H a n l e y  

J am e s  S am p so n ,  M a y o r
F a i r b a n k s  N o r t h  S t a r  B o r o u g h  

Hank  H o v e ,  P r e s i d i n g  O f f i c e r ,
F a i r b a n k s  N o r t h  S t a r  B o r o u g h  A s s e m b l y  

E d g a r  B l a t c h f o r d ,  C o m m i s s i o n e r
D e p t ,  o f  C om m un i t y  and  R e g i o n a l  A f f a i r s

S i n c e r e l y ,

C h i e f  F i n a n c i a l  O f f i c e r



B y :
I n t r o d u c e d :
A d o p t e d :

J u a n i t a  H e lm s  
1 2 / 1 3 / 9 0  
1 2 / 1 3 / 9 0

PROPOSING A CHANGE IN  ALASKA STATUTES TO ESTABL ISH  A 
STABLE AND ADEQUATE ADMINISTRATIVE FEE FOR ADMINISTRATION

OF THE DAY CARE PROGRAM ^

WHEREAS, t h e  Day C a r e  A s s i s t a n c e  p r o g r a m  w as  c r e a t e d  t o
h e l p  l o w  and  m o d e r a t e  i n c om e  p a r e n t s  w o r k  o r  t r a i n  f o r  w o r k  b y  
p a y i n g  f o r  c h i l d  c a r e  c o s t s ;  and

WHEREAS, t o  a c c o m p l i s h  t h i s  g o a l  c e r t a i n  a d m i n i s t r a t i v e
t a s k s  a r e  r e q u i r e d  an d  c o s t s  a r e  i n c u r r e d ;  and

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

RESOLUTION NO. 90-123

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

s a l a r i e s ,  s u p p l i e s )  o f  d e t e r m i n i n g  and  m o n i t o r i n g  p a r e n t  
e l i g i b i l i - y ,  a n d  p r o c e s s i n g  p r o v i d e r  b i l l i n g s  i s  1 2 - 1 3 %  o f  t h e  
s u b s i d i e s  e x p e n d e d ,  t h e r e f o r e ,  t h e  l o c a l  g o v e r n m e n t s  a r e  m ak i . i g  
up  t h e  d o l l a r s  t o  k e e p  t h e  p r o g r a m  s t a b l e ;  and

WHEREAS, i t  i s  i n  t h e  b e s t  i n t e r e s t  o f  t h e  S t a t e  t o  
c o n t i n u e  t o  h a v e  t h e  Day C a r e  P r o g r a m  a d m i n i s t e r e d  a t  t h e  l o c a l  
l e v e l ; a nd

WHEREAS, a c h a n g e  f r o m  t h e  r e im b u r s e m e n t  m e t h o d  t o  a

WHEREAS, t h e  d i r e c t  o p e r a t i o n a l  c o s t s  ( s u c h  a s  r e n t ,

WHEREAS, t h e  S t a t e  i s  r e s p o n s i b l e  t o  p r o v i d e  f u n d s  f o r  
a d m i n i s t r a t i o n  s u f f i c i e n t  t o :



J I

1 .  p a y  t h e  t o t a l  c o s t  o f  d i r e c t  p r o g r a m  o p e r a t i o n s  
( a d m i n i s t r a t i o n ) , and

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

NOW, THEREFORE, BE I T  RESOLVED, t h a t  t h e  A s s e m b l y  o f  
t h e  F a i r b a n k s  N o r t h  S t a r  B o r o u g h  s u p p o r t s  am en d in g  A . S . 4 4 . 4 7 . 2 6 0 '  
t o  r e a d

| S e c t i o n  4 4 . 4 7 . 2 6 0  P a ym en t s  t o
m u n i c i p a l i t y  o r  o r g a n i z a t i o n .  When a 
c o n t r a c t  i s  made u n d e r
AS 4 4 . 4 7 . 2 5 0 ( b ) ( 2 )  o r  ( b ) ( 4 )  b e tw e e n  t h e  
d e p a r t m e n t  and  a m u n i c i p a l i t y  o r  an  

I o r g a n i z a t i o n ,  t h e  d e p a r t m e n t  s h a l l  p a y
t o  t h a t  m u n i c i p a l i t y  o r  o r g a n i z a t i o n  t h e  
g r e a t e r  o f
( 1 )  a n  am oun t  e q u a l  t o  .13 [ 1 0 ]  p e r c e n t  
o f  t h e  t o t a l  a n n u a l  c o n t r a c t  aw a rd  t o  
[ d a y  c a r e  b e n e f i t s  p a i d  t o  d a y  c a r e

I f a c i l i t i e s  i n  t h e  g e o g r a p h i c  a r e a
a d m i n i s t e r e d  b y ]  t h a t  m u n i c i p a l i t y  o r
o r g a n i z a t i o n ,  o r
( 2 )  $ 1 , 0 0 0  p e r  y e a r .

PASSED AND APPROVED TH IS  13TH DAY OF DECEMBER, 1 9 9 0 ,

ATTEST:

c J ?  ■ 0

t l ' ed rk  o f  t h e  A s s e m b l y  '

B



F a i r b a n k s  N o r t h  S t a r  B o r o u g h

POO P io n e e r  R o » d P.O. Dox. 71267 F d iili jf ik - ,, A laska 9 9 7 0 7  1267 9 0 7 / 4  S s - 1  til III

J a n u a r y  2 7 ,  1992
R e p r e s e n t a t i v e  C h e r i  D a v i s
P . O .  B o x  V
S t a t e  C a p i t o l  B l d g .
J u n e a u ,  AK 9 9 8 11
D e a r  R e p r e s e n t a t i v e  D a v i s ,
T hank  y o u  f o r  i n t r o d u c i n g  HB 3 8 4 .  The i s s u e  o f  
a d m i n i s t r a t i v e  f u n d i n g  f o r  l o c a l  o r g a n i z a t i o n s  who r u n  t h e  
Day C a r e  A s s i s t a n c e  p r o g r a m  i s  o f  g r e a t  c o n c e r n  t o  me, a s  
t h e  L o c a l  A d m i n i s t r a t o r  o f  t h e  F a i r b a n k s  N o r t h  S t a r  B o r o u g h  
Day C a r e  A s s i s t a n c e  p r o g r a m ,  and t o  my c o l l e a g u e s  a c r o s s  t h e  
s t a t e .  As you may kn ow ,  L o c a l  A d m i n i s t r a t o r s  h a v e  an 
i n f o r m a l  a s s o c i a t i o n  w h i c h  m e e t s  a n n u a l l y .  A t  o u r  m e e t i n g s  
i n  b o t h  1 9 9 0  and 1 9 9 1  t h i s  came up a s  t h e  t o p  p r i o r i t y  
i s s u e .  O v e r  20 o f  t h e  3 0  p r o g r a m s  w e r e  r e p r e s e n t e d  a t  t h e  
A p r i l  1 9 9 1  m e e t i n g :  t h e  v o t e  t o  s u p p o r t  c h a n g i n g  t h e  s t a t u t e  
was u n a n im o u s .
T h e r e  a r e  a c t u a l l y  tw o  i s s u e s  t h a t  n e ed  t o  be a d d r e s s e d  i n  
t h i s  c h a n g e .  One i s  t h e  p e r c e n t a g e ,  a s  you  n o t e :  10% i 9  n o t
e n ough  t o  r u n  a q u a l i t y  p r o g r a m .  C l i e n t s  and a c c o u n t a b i l i t y  
s u f f e r  w h e n  a d m i n i s t r a t i o n  o f  t h e  p r o g r a m  i s  u n d e r f u n d e d .  
A c t u a l  c o s t s  v a r y  f r o m  o n e  m u n i c i p a l i t y / o r g a n i z a t i o n  t.o 
a n o t h e r ,  b u t  L o c a l  A d m i n i s t r a t o r s  s u p p o r t e d  15% a s  a f a i r  
c o m p r o m i s e .
The s e c o n d  i s s u e  i s  t h e  m e c h a n i sm ,  i . e .  p a ym en t s  b a s e d  on  
t h e  a m o u n t  o f  s u b s i d y  e x p e n d e d .  T h i s  i s  a c o m p l e x  p r o b l e m ,  

b u t  t h e  b o t t om  l i n e  i s  t h a t ,  n o t  k n ow in g  how much 
a d m i n i s t r a t i v e  f u n d i n g  o n e  w i l l  r e c e i v e  u n t i l  a f t e r  t h e  y e a r  
i s  o v e r  ( a n d  t h e  a d m i n i s t r a t i v e  f u n d s  s p e n t )  l e a d s
o r g a n  i zat.i n n s  t o  be s o  c o n s e r v a t i v e  i n  t h e i r  a d m i n i s t r a t i v e

s p e n d i n g  t h a t  p e o p l e  who n e e d  t h e  a s s i s t a n c e  may n o t  g e t  i t ,  
e v e n  when s u b s i d y  f u n d s  a r e  a v a i l a b l e .  P l e a s e  r e f e r  t o  t h e  
a t t a c h e d  " s u p p l e m e n t a l  i n f o r m a t i o n "  f o r  g r e a t e r  d e t a i l  on  
t h i 3 o s p c c t  o f  t h e  p r o b l e m .  I  w o u l d  a s k  y o u  t o  c o n s i d e r  

r e w o r d i n g  HB 384  t o  a d d r e s s  t h i s  i s s u e  a s  w e l l .
A g a i n ,  t h a n k  you  f o r  y o u r  w o r k  on  t h i s  i s s u e .  P l e a s e  l e t  me
know how we, a s  L o c a l  A d m i n i s t r a t o r s  o f  t h e  Day C a r e  
A s s i s t a n c e  p r o g r a m ,  c a n  a s s i s t  i n  p a s s a g e  o f  H B 3 8 4 .

S i n c e r e l y ,

Chei7J. n.cc^=j.3, n c S i d e n t
L o c a l  A d m i n i s t r a t o r ’ s A s s o c i a t i o n  
c / o  Day C a r e  A s s i s t a n c e  
F a i r b a n k s  N o r t h  S t a r  B o r o u g h  
PO Box  7 1 2 6 7  
F a i r b a n k s ,  AK 9 9 7 0 7



D a y  C a r e  A s s i s t a n c e  
A d m i n . 1  s s - b r a - t  x  v  «  P a y m e n t s

P o s i t i o n  Pap er

A d m i n i s t r a t i v e  p a ym en t s  f o r  l o c a l  c o n t r a c t o r s  r u n n i n g  Day 
C a re  A s s i s t a n c e  a r e  c o n t r o l l e d  by s t a t u r e .  '1 he r e l e v a n t  
s e c t i o n  o f  t h e  s t a t u t e  c u r r e n t l y  r e a d s :
S e c .  44.47.260 Payments to munic ipal i ty or  organization.  
Wien a contract  i a  made under AS 44 . 4 7 . 2 50 (b )  between tbe department and a municipal i t y  or an o rgan i z a t i on , the department shal l  pay to that munic ipa l i ty or  organization the g rea te r  o f( 1 )  an amount equal to 10 p e r c e n t  o f  the tota l  annual day care benefits paid to day care f a c i l i t i e s  in the geographic area administered by that munic ipa l i t y  or organization under the contract ; or(2 )  $1,000 per year .
T h e r e  a r e  two p r o b l e m s  w i t h  t h e  e x i s t i n g  l a w :

1 .  t h e  m ech an ism  (h ow  the  a d m i n i s t r a t i v e  p a ym en t s  a r e  
made )  c a u s e s  p o o r  s e r v i c e  t o  f a m i l i e s  a n d  i n e f f e c t i v e  
p r o g r a m  managemen t ;  and

2 .  t h e  amoun t  p a i d  t o  l o c a l  c o n t r a c t o r s  i s  f a r  l e s s  
t h a n  i t  c o s t s  t o  r u n  t h e  p r o g r am .
L o c a l  A d m i n i s t r a t o r s  s u p p o r t  d e l e t i n g  S e c t i o n  4 4 . 4 7 . 2 6 0  and 
r e p l a c i n g  i t  w i t h :
Sec. Contractor Administrative PaymentsContractor administrat ive payments may not exceed 15 percent o f  the annual day care assistance program funds. A cont ractor  may not receive less than $1 ,000 in administrat ive payments,
T h i o  c h a n g e  w j . l l  r e s o l v e  L h c  u i c ^ l i a u l  a m  i s s u e ,  a i l J  i m p r o v e

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

it w o u l d  be i r r e s p o n s i b l e  to c o n t i n u e  t o  t r y  to o p e r a t e  the 

p r o g r a m  at the c u r r e n t  l e v e l ,  as t h i s  d o e s  n o t  a l l o w  for 
« d e q u a t e  s e r v i c e  to p a r e n t s ,  c h i l d  c a r ©  pr o v i d e r , ! ,  o r  the 

c o m m u n i t y  at l a r g e .  It a l s o  does n o t  a l l o w  a d e q u a t e  

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

The  p r o p o s e d  l a n g u a g e  w o u ld  a l l ow 1 t h e  s t a t e  d i s c r e t i o n  i n  
a l l o c a t i n g  a d m i n i s t r a t i v e  f u n d s ,  s o  t h a t  p r o g r a m s  t h a t  o n l y  
n e e d e d ,  f o r  e x a m p l e ,  12% a d m i n i s t r a t i v e  f u n d i n g  w o u l d  g e t  
t h a t . I t  d o e s  n o t  m a n d a t e  the  f u l  1 15%  be s p e n t  on
n i j m i n j .  t  r p  t  i o n  .



The  Day C a r e  A s s i s t a n c e  p r o g r am  e x i s t s  t o  h e l p  e l i g i b l e  
f a m i l i e s  w o rk  o r  t r a i n  f o r  w o r k  b y  p a y i n g  f o r  c h i l d  c a r e  
c o s t s .  To do t h a t ,  s t a f f  mus t  m e e t  w i t h  f a m i l i e s ,  w o r k  w i t h
c h i l d  c a r e  t>rovi d e r s , prnrp.ec c h i l d  c a r ©  b i l l i n g c  a n d  

p e r f o r m  r e l a t e d  a d m i n i s t r a t i v e  t a s k s .

F u n d in g  comes f r o m  t h e  S t a t e  o f  A l a c k a ,  v i a  t h e  D e p a r tm e n t  
o f  Communi ty  and  Re j / iox i t i l  A l ' f a l r o  . The D a y  C a r e  A s s i s t a n c e  
g r a n t  p r o v i d e s  money f o r  c h i l d  c a r e  s u b s i d i e s  and  p r o g r am  

a d m i n i s t r a t i o n .  An amount e q u a l  t o  10% o f  m o n i e s  s p e n t  on 
s u b s i d i e s  c a n  be u s e d  f o r  a d m i n i s t r a t i o n .  T h e r e  a r e  t h r e e  

p r o b l e m s  w i t h  t h i s :
1 . f a m i l i e s  a r e  n o t  s e r v e d  e v e n  t h o u g h  s u b s i d y  m o n i e s  go 
u n e x p e n d e d ;
2 . p r o g r a m  and b u d g e t  m anagem en t  i s  l e s s  e f f e c t i v e ;  and
3 . t e n  p e r c e n t  i s  n o t  enough t o  c o v e r  d i r e c t  o p e r a t i o n a l  
c o s t s .

F u r t h e r  e x p l a n a t i o n  o f  each o f  t h e s e  f o l l o w s :
1 .  E v e r y  mon th  t h e  g r a n t e e  p a y s  f o r  c h i l d  c a r e :  a f t e r  
t o t a l l i n g  t h e  amoun t  s p e n t ,  a n  a d d i t i o n a l  10% f o r  
a d m i n i s t r a t i v e  c o s t s  i s  added  t o  t h e  i n v o i c e  t o  t h e  S t a t e .  
E v e r y  mon th  a d i f f e r e n t  am oun t  i s  s p e n t  o n  s u b s i d i e s ,  and 
t h e  amoun t  o f  a d m i n i s t r a t i v e  f u n d i n g  c h a n g e s .  T o t a l  a n n u a l  
a d m i n i s t r a t i v e  r e c e i p t s  w i l l  n o t  be known u n t i l  t h e  f i s c a l  

y e a r  i s  o v e r .

T h i s  u n c e r t a i n t y  l e a d s  t o  b e i n g  v e r y  c o n s e r v a t i v e  i n  
a d m i n i s t r a t i v e  s p e n d i n g  -  w h i c h  w o u ld  be  g o o d ,  e x c e p t  t h a t

S u p p l e m e n t a l — I n f o r m a t i o n :  DC'A A d m i n i s t r a t i v e  F u n d i n g



i t  means  f e w e r  f a m i l i e s  a r e  s e r v e d  t h a n  c o u l d  h ave  b e e n  
h e l p e d  w i t h  t h e  a v a i l a b l e  s u b s i d y  f u n d s .  K e e p i n g  s t a f f i n g  
l e v e l s  l ow  enough  t o  b e  c e r t a i n  t o  s t a y  w i t h i n  b u d g e t  l i m i t s  
r e s t r i c t s  t h e  t im e  a v a i l a b l e  f o r  c l i e n t  i n t e r v i e w s .  P e o p l e  
t h e n  h a v e  t o  w a i t  f o r  a p p o i n tm e n t  o p e n i n g s .  Some f a m i l i e s  
l o s e  j o b  o p p o r t u n i t i e s  b e c a u s e  t h e y  c a n ’ t  c o v e r  c h i l d  c a r e  

c o s t s  u n t i l  t h e i r  a p p o i n t m e n t .  ( T h i s  a f f e c t s  some p r o g r a m s  
m o re  t h a n  o t h e r s .  I t  i s  n o t  a c u r r e n t  p r o b l e m  i n  F a i r b a n k s  
b e c a u s e  t h e  B o rough  p a r t i a l l y  f u n d s  t h e  a d m i n i s t r a t i v e  

b u d g e t .  I t  was a p r o b l e m  i n  F a i r b a n k s  a s  r e c e n t l y  a s  1 y e a r  
a g o .  )

2 .  I t  i s  d i f f i c u l t  t o  manage  e f f e c t i v e l y  w i t h  an e v e r  
s h i f t i n g  amount o f  a d m i n i s t r a t i v e  f u n d i n g :  m on i e s  t h a t  c o u l d  
h a v e  b e e n  s p en t  e a r l i e r  i n  t h e  y e a r  t o  g r e a t e r  c l i e n t  
s e r v i c e  a r e  not e p e n t  u n t i l  t h e  e n d  o f  t h e  year. T h i o  
r e s u l t s  i n  p o o r e r  s e r v i c e  t o  f a m i l i e s  and c h i l d  c a r e  
p r o v i d e r s .

3 .  D i r e c t  o p e r a t i o n a l  c o s t s  t o  t h e  g r a n t e e  ( s a l a r i e s ,  r e n t ,  
s u p p l i e s )  u s u a l l y  e x c e e d  10% . F o r  e x a m p l e ,  t h e s e  c o s t s  h a v e  
a v e r a g e d  12 t o  13% i n  t h e  l a s t  two f i s c a l  y e a r s  f o r  t h e  
F a i r b a n k s  N o r t h  S t a r  B o r -  ugh. - I n  K e t c h i k a n ,  d i r e c t  c o s t s  
a r e  22% . In  F a i r b a n k s ,  t h e  B o r o u g h  has  made up t h e  
d i f f e r e n c e  in  g e n e r a l  f u n d  r e v e n u e s .  Some l o c a l  g o v e r n m e n t s
H a  n o t  r n n t r i h u f p  f n  t h a l r  D a j * f . a r P  4 ? c i  ^ t n n r p  p  r^ n  g  r n . m s  :

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



run the p rogram. F a m i l i e s  a r e  u n a b l e  to work, or go to 

sc h o o l  b e c a u s e  they c a n ’t ge t  D a y  C a r e  A s s i s t a n c e ,  e v e n

t h o u g h  the s u b s i d y  m o n i e s  a r e  t h e r e .

P r o v i d i n g  a d m i n i s t r a t i v e  f u n d i n g  in t h i s  m a n n e r  is a m a j o r  

f l a w  in the l e g i s l a t i o n  t h a t  c r e a t e d  t h e  D a y  C a r e  A s s i s t a n c e  

p r o g r a m .  Day C a r e  A s s i s t a n c e  a d m i n i s t r a t o r s  s t a t e w i d e  are 

w o r k i n g  t o w a r d  c o r r e c t i n g  the p r o b l e m .

T h e  s o l u t i o n  b e ing p r o p o s e d  is s i m p l e :  to c h a n g e  the l a w  to 

p r o v i d e  a d m i n i s t r a t i v e  f u n d s  n o t  to e x c e e d  15% of t o t a l  day 

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

s p e c i f i e d  in the g r a n t  award, so l o c a l  a d m i n i s t r a t o r s  c o u l d  

b u d g e t  w i t h  c e r t a i n t y .  F i f t e e n  p e r c e n t  w o u l d  be e n o u g h  to 

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

yet it is not e n o u g h  for a n y  g r a n t e e  o r g a n i z a t i o n  to "skim". 

T h i s  l a n g u a g e  w o u l d  a l s o  g i v e  D C R A  s o m e  discretion, in 

a l l o c a t i n g  p e r c e n t a g e s :  it is p o s s i b l e  o n e  g r a n t e e  m i g h t

o n l y  n e e d  12% and a n o t h e r  n e e d  16%, as l o n g  as the total for

all p r o g r a m o  w o u l d  n o t  e x c e e d  15%.

If t h e  o v e r a l l  f u n d i n g  f o r  D a y  C a r e  A s s i s t a n c e  d o e s  n o t  

i n c r e a s e ,  t h i s  wil] c u t  i n t o  t h e  a l l o w a b l e  s u b s i d y  fund s .  

H o w e v e r ,  b y  p r o m o t i n g  m o r e  e f f e c t i v e  m a n a g e m e n t ,  a g r e a t e r  

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

h e l p i n g  m o r e  f a m i l i e s .
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A RESOLUTION OF THE ASSEMBLY OF THE KETCHIKAN 
GATEWAY BOROUGH, ALASKA, SUPPORTING L E G IS ­
LATION TO ESTA BLISH  STABLE AND S U FF IC IE N T  
FUNDING FOR COSTS INCURRED IN  THE ADMINIS­
TRATION OF THE STATE DAY CARE PROGRAM; AND 
ESTABLISH IN G AN E F F E C T IV E  DATE.

R E C I T A L S

A . The S t a t e  o f  A la s k a  Day C a re  A s s is t a n c e  program  was 
c re a te d  to  h e lp  lo w  and m oderate incom e p a re n ts  w o rk  o r  t r a i n  f o r  
w o rk  by p a y in g  f o r  c h i ld  c a re  c o s t s .

B . In  a c c o m p lish in g  t h i s  g o a l ,  c e r t a in  a d m in is t r a t iv e  t a s k s  
a re  r e q u ire d  and c o s t s  a re  in c u r r e d  by l o c a l  Day C a re  A d m in is ­
t r a t o r s  .

C . The c u r r e n t  la w  p ro v id e s  f o r  th e  re im b u rsem en t to  l o c a l  
governm ents f o r  th e  c o s t  o f  a d m in is t r a t io n  o f  th e  program  based  on 
a c t u a l  s u b s id y  e x p e n d it u r e s ,

D. A change from  th e  c u r r e n t  re im b u rsem en t method to  a f l a t  
r a t e  o f  program  a l lo c a t io n  method w ould  e n a b le  more d o l la r s  t o  be 
used f o r  p a re n t  s u b s id ie s  r a t h e r  th a n  la p s e ,  u n s p e n t , a t  th e  end o f  
th e  y e a r .

E .  The d i r e c t  o p e ra t io n a l c o s t s ,  su ch  as  r e n t ,  s a l a r i e s ,  
s u p p l ie s ,  and o f d e te rm in in g  and m o n ito r in g  p a re n t  e l i g i b i l i t y  and 
p ro c e s s in g  p ro v id e r  b i l l i n g s ,  i s  s u b s t a n t i a l l y  h ig h e r  th a n  th e  
s u b s id ie s  expended , fo r c in g  lo c a l  governm ents to  make up th e  c o s t  
d i f f e r e n t i a l  to  keep th e  program  s t a b le .

F .  The A ssem b ly  b e l ie v e s  t h a t  i t  i s  i n  th e  b e s t  i n t e r e s t  o f  
th e  S ta te  o f A la s k a  to  c o n t in u e  to  have  th e  Day C a re  Program  
a d m in is te re d  a t  th e  lo c a l  l e v e l ,

G . Under th e  Day C a re  A s s is t a n c e  P ro g ram , th e  S ta te  i s  
re s p o n s ib le  f o r  p ro v id in g  fun d s f o r  a d m in is t r a t io n  t h a t  a re  
s u f f i c i e n t  to  p ay  th e  t o t a l  c o s t  o f  d i r e c t  program  o p e ra t io n s  
(a d m in is t r a t io n )  and f o r  m a x im iz in g  th e  fu n d in g  a v a i la b le  f o r  
p a re n t  s u b s id ie s  w i t h in  each  commun5.ty.

NOW, THEREFORE, I T  I S  RESOLVED BY THE ASSEMBLY OF THE 
KETCHIKAN GATEWAY BOROUGH, ALASKA, as f o l lo w s :

S e c t i o n  1 : The Borough A ssem b ly  h e re b y  s u p p o rts  l e g i s l a t i o n
to  e s t a b l i s h  s t a b le  and s u f f i c i e n t  fu n d in g  f o r  c o s t s  in c u r re d  in  
th e  a d m in is t r a t io n  o f th e  S ta te  Day C a re  P ro g ram .

J0 /E 2



s e c t i o n _ _ 2 :  W h e n  a c o n t r a c t  is e x e c u t e d  u n d e r  A S
4 4 . 4 7 . 2 5 0 ( b ) (2) o r  (b)(4) b e t w e e n  t h e  S t a t e  a n d  a m u n i c i p a l i t y  o r
a n  o r g a n i z a t i o n ,  t h e  A s s e m b l y  r e c o m m e n d s  t h a t  t h e  S t a t e  p a y  t o  t h e  
m u n i c i p a l i t y  o r  o r g a n i z a t i o n  t h e  g r e a t e r  o f  t h e  f o l l o w i n g :  (1) a n
a m o u n t  e q u a l  t o  t w e n t y - t w o  p e r c e n t  (22%) o f  t h e  t o t a l  a n n u a l
c o n t r a c t  a w a r d  f o r  D a y  C a r e  b e n e f i t s  p a i d  t o  D a y  C a r e  f a c i l i t i e s  i n  
t h e  g e o g r a p h i c  a r e a  a d m i n i s t e r e d  b y  t h a t  m u n i c i p a l i t y  o r
o r g a n i z a t i o n  ( i n c l u d i n g  a n y  s u b s e q u e n t l y  a v a i l a b l e  f u n d s ) ,  o r  (2) 

o n e  t h o u s a n d  d o l l a r s  ( $1,000) p e r  y e a r .

S e c t i o n  3 : T h i s  R e s o l u t i o n  is j j £ £ e d £ i v e  u p o n  a d o p t i o n .
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K I D P A C  P o s i t  i o n  P a p e r  

D o . y  C a r e  A s s i s t a . n c e i  
A c i x x i d L r i i L  e i  t o r - e L t .  r J L - v e a  P o . y m e n t 3

K I D P A C  s u p p o r t s  c h a n g i n g  h o w  l o c a l  c o n t r a c t o r s  are p a i d  f o r  
a d m i n i s t e r i n g  t h e  D a y  C a r e  A s s i s t a n c e  p r o g r a m .

A d m i n i s t r a t i v e  p a y m e n t s  f o r  l o c a l  c o n t r a c t o r s  r u n n i n g  D a y  
C a r e  A s s i s t a n c e  are c o n t r o l l e d  b y  s t a t u t e .  T h e r e  a r e  two 
p r o b l e m s  w i t h  t h e  e x i s t i n g  law;

1* t h e  a m o u n t  p a i d  to l o c a l  c o n t r a c t o r s  is far l e s s  t h a n  
it c o s t s  to r u n  the p r o g r a m ,  a n d
2. t h e  m e c h a n i s m  ( h o w  t h e  a d m i n i s t r a t i v e  p a y m e n t s  a r e  
m a d e )  c a u s e s  p o o r  s e r v i c e  to c l i e n t s  a s  w e l l  as g i v i n g  l o c a l  
c o n t r a c t o r s  u n n e c e s s a r y  f i s c a l  h e a d a c h e s .

KIDPAC s u p p o r t s  d e l e t i n g  S e c t i o n  4 4 . 4 7 . 2 6 0 ,  w h i c h  r e s t r i c t s  
a d m i n i s t r a t i v e  p a y m e n t s  to  1 0 %  o f  b e n e f i t s  p a i d  f o r  c h i l d  
care, a n d  r e p l a c i n g  it w i t h ;

C o n t r a c t o r  a d m i n i s t r a t i v e  p a y m e n t s  m a y  n o t  e x c e e d  15 p e r c e n t  
of t h e  a n n u a l  d a y  c a r e  a s s i s t a n c e  p r o g r a m  funds. A  
c o n t r a c t o r  m a y  n o t  r e c e i v e  l e s s  t h a n  $ 1 , 0 0 0  i n  
a d m i n i s t r a t i v e  payments..

T h i s  c h a n g e  w i l l  r e s o l v e  t h e  m e c h a n i s m  issue, a n d  i m p r o v e  
the a d e q u a c y  o f  f u n d s  t o  m e e t  c o s t s .  P l e a s e  n o t e  t h a t  15% 
w i l l  N O T  c o v e r  t h e  f u l l  c o s t  o f  r u n n i n g  the p r o g r a m :  l o c a l  
c o m m u n i t i e s  w i l l  s t i l l  be p a y i n g  s o m e t h i n g  t o w a r d  
a d m i n i s t e r i n g  D a y  C a r e  A s s i s t a n c e .

We a r e  a w a r e  t h a t  i n c r e a s i n g  t h e  a d m i n i s t r a t i v e  f u n d i n g  
c o u l d  i m p a c t  the f u n d i n g  a v a i l a b l e  f o r  s u b s i d i e s .  H o w e v e r ,  
it w o u l d  be i r r e s p o n s i b l e  to c o n t i n u e  to t r y  to o p e r a t e  the 
program' a t  t h e  c u r r e n t  l e v e l ,  as this d o e s  n o t  a l l o w  for 
ach><uate s e r v i c e  to p a r e n t s ,  c h i l d  c a r e  p r o v i d e r s ,  or  the 
c o m m u n i t y  at large. It a l s o  d o e s  n o t  a l l o w  a d e q u a t e  
p r o g r a m / f i s c a l  a c c o u n t a b i l i t y .

T h e  p r o p o s e d  l a n g u a g e  w o u l d  a l l o w  the s t a t e  d i s c r e t i o n  in 
a l l o c a t i n g  a d m i n i s t r a t i v e  f u n d s ,  so L h a L  p r o g r a m s  Llial o n l y  
n e e d e d ,  f o r  e x a m p l e ,  1 2 %  a d m i n i s t r a t i v e  f u n d i n g  w o u l d  get 
that. It d o e s  n o t  m a n d a t e  t h e  fu l l  1 5 %  be s p e n t  o n  
a d m i n i s t r a t i o n .

K I D P A C  - A  V o i c e  f o r  C h i l d r e n  
P O  B o x  2 0 2 2 6  
A n c h o r a g e ,  A K  9 9 5 2 0  
1 1/91



K I D P A C  P o s i t i o n  P a p e r
D a y  C a r e  A s s i s t a n c e  A d m i n i s t r a t i v e  F u n d i n g
S u p p l e m e n t a l  I n f o r m a t i o n

1 1 / 9 1

T h e  D a y  C a r e  A s s i s t a n c e  p r o g r a m  e x i s t s  to h e l p  e l i g i b l e  

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

costs. To do t h a t ,  s t a f f  m u s t  m e e t  w i t h  f a m i l i e s ,  w o r k  wl\.h 

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

p e r f o r m  r e l a t e d  a d m i n i s t r a t i v e  t a s k s .

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

of C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s .  T h e  D a y  C a r e  A s s i s t a n c e  

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

a d m i n i s t r a t i o n .  A n  a m o u n t  e q u a l  to 1 0 %  o f  m o n i e s  s p e n t  on  

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

p r o b l e m s  w i t h  t h i s :

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

u n e x p e n d e d ;
2. p r o g r a m  a n d  b u d g e t  m a n a g e m e n t  is l e a s  e f f e c t i v e ;  and
3. t e n  p e r c e n t  is n o t  e n o u g h  to c o v e r  d i r e c t  operationa.'L 

c o s t s .

F u r t h e r  e x p l a n a t i o n  of e a c h  of t h e s e  f o l l o w s :

1. E v e r y  m o n t h  t h e  g r a n t e e  p a y s  f o r  c h i l d  c a r e :  a f t e r  

t o t a l l i n g  the a m o u n t  spent, an a d d i t i o n a l  1 0 %  f o r  

a d m i n i s t r a t i v e  c o s t s  is a dded to t h e  i n v o i c e  to t h e  Sta':e. 

E v e r y  m o n t h  a d i f f e r e n t  a m o u n t  is s p e n t  o n  s u b s i d i e s ,  and 

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

a d m i n i s t r a t i v e  r e c e i p t s  wi l l  n o t  be k n o w n  u n t i l  t h e  fiscal 

y e a r  is over.



Th i s  u n c e r t a i n t y  l o a d s  to b e i n g  v e r y  c o n s e r v a t i v e  in 

a d m i n i s t r a t i v e  s p e n d i n g -  w h i c h  w o u l d  be g ood, e x c e p t  that 

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

h e l p e d  w i t h  the a v a i l a b l e  s u b s i d y  f u n d s .  K e e p i n g  s t a f f i n g  

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

s e v e r e l y  l i m i t s  the t i m e  a v a i l a b l e  f o r  c l i e n t  i n t e r v i e w s .  

P e o p l e  t h e n  h a v e  t o  w a i t  f o r  a p p o i n t m e n t  o p e n i n g s .  F a m i l i e s  

lose j o b  o p p o r t u n i t i e s  b e c a u s e  t h e y  c a n ' t  c o v e r  c h i l d  care 

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

2. It is d i f f i c u l t  to m a n a g e  e f f e c t i v e l y  w i t h  a n  e v e r  

s h i f t i n g  a m o u n t  of a d m i n i s t r a t i v e  f u n d i n g :  m o n i e s  t h a t  could 

h a v e  b e e n  s p e n t  e a r l i e r  in the y e a r  t o  g r e a t e r  c l i e n t  

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

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

p r o v i d e r s .

3. D i r e c t  o p e r a t i o n a l  c o s t s  to t h e  g r a n t e e  ( s a l a r i e s ,  rent, 

s u p p l i e s )  u s u a l l y  e x c e e d  10%. F o r  e x a m p l e ,  t h e s e  c o s t s  have 

a v e r a g e d  13% in t h e  l a s t  t w o  f i s c a l  y e a r s  in F a i r b a n k s .  In 

K e t c h i k a n ,  d i r e c t  c o s t s  a r e  22%. W h i l e  t h e  1 0 %  w a s  d e s i g n e d  

to r e q u i r e  l o c a l  c o n t r i b u t i o n ,  s o m e  l o c a l  g o v e r n m e n t s  do not 

c o n t r i b u t e  to t h e i r  D a y  C a r e  A s s i s t a n c e  p r o g r a m s .  T h o s e  

p r o g r a m s  are not a b l e  to u s e  all of  the a v a i l a b l e  g r a n t  

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

the p r o g r a m .  F a m i l i e s  a r e  u n a b l e  to w o r k  o r  g o  to  s c h o o l



b e c a u s e  t h e y  c a n ' t  g e t  D a y  C a r e  A s s i s t a n c e ,  e v e n  t h o u g h  the

s u b s i d y  m o n i e s  are t h e r e .

P r o v i d i n g  a d m i n i s t r a t i v e  f u n d i n g  in  t h i s  m a n n e r  is a m a j o r  

f l a w  in t h e  l e g i s l a t i o n  t h a t  c r e a t e d  the D a y  C a r e  A s s i s t a n c e  

pro g r a m .

The solution, b e i n g  p r o p o s e d  is s i m p l e :  to  c h a n g e  the l a w  to 

p r o v i d e  a d m i n i s t r a t i v e  f u n d s  n o t  to e x c e e d  15% of t o t a l  d a y

care a s s i s t a n c e  funds. T h e  a d m i n i s t r a t i v e .a m o u n t  w o u l d  be

s p e c i f i e d  in the g r a n t  a w a r d ,  so l o c a l  a d m i n i s t r a t o r s  c o u l d  

b u d g e t  w i t h  c e r t a i n t y .  F i f t e e n  p e r c e n t  w o u l d  be e n o u g h  to 

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

yet it is not e n o u g h  f o r  a n y  g r a n t e e  o r g a n i z a t i o n  to "skim". 

T h i s  l a n g u a g e  w o u l d  a l s o  g i v e  D C R A  s o m e  d i s c r e t i o n  in 

a l l o c a t i n g  p e r c e n t a g e s :  it is p o s s i b l e  o n e  g r a n t e e  m i g h t  

o n l y  n e e d  12% a n d  a n o t h e r  n e e d  16%, as l o n g  as t h e  t o t a l  for 

all p r o g r a m s  w o u l d  n o t  e x c e e d  15%,

If the o v e r a l l  f u n d i n g  f o r  D a y  C a r e  A s s i s t a n c e  d o e s  not 

incre a s e ,  th i s  w i l l  c u t  in t o  the a l l o w a b l e  s u b s i d y  funds. 

H o w e v e r ,  by p r o m o t i n g  m o r e  e f f e c t i v e  m a n a g e m e n t ,  a g r e a t e r  

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

h e l p i n g  m o r e  f a m i l i e s .

K I D P A C  - A V o i c e  for C h i l d r e n  
PO B o x  2 0 2 2 6 6  
A n c h o r a g e ,  A K  09520-



F e b r u a r y  15. i v 9 2

j Day Care Assistance
*S i 360 Main Street

Ketchikan, Alaska 99901 
(907) 228-6636

K E T C H I K A N  G A T E W A Y  B O R O U G H

Re p r e s e n t  at. i vs Cheri D avis

P . O .  Bf'X V
J u n e a u  A l a s k a  998 11

D e a r K e n r e s e n > at iv*- Davi.-;

As the l.oca 1 Admini at r ator for the K e t c h i k a n  Dav ’are A s s i s t a n c e  

P r o c r a m  1 a m  writ m u  in .suprori of HB ?<<•!

The DCAP n roc j r am  h a s  been  f u n c t i o n i n g  f o r  f he p a s t  12 v e a r s  w i t h  
t h o  same p e r c e n t a a e  ( 1 0 ? )  f o r  a d m i n i s t r a t i v e  c o s ’ . Two o t h e r  dav  
c a r e  r e l a t e d  p r o g r a m s .  T r a n s i t i o n a l  Day C a r e  (TCCB) and At R i s k  
A s s i s t a n c e  ( ARA) b o t  h a 1 i o c a t  e 15% f o r  a d m i n i s • r a t i v e  c o s t s  .
I  a p p r e c i a t e  y o u r  e f f o r t s  t o  pu t  DCAP in  l i n e  w i t h  TCCB and ARA. 
P l e a s e  add my name t o  t h o s e  in  s u p p o r t  o f  HE 3 5 4 .

S i n c e r e l v ,

L i n d a  I n a l  i s
Day C a r e  A d m i n i s t r a t o r



F e b r u a r y  13, 1S92

R e p r e s e n t a t i v e  C h e r i  D a v i s  
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  9 9 8 0 1 - 1 1 8 2

RE: H B  384

D e a r  R e p r e s e n t a t i v e  D a v i s :

T am the D a y c a r e  A s s i s t a n c e  L o c a l  A d m i n i s t r a t o r  in P e t e r s b u r g  
and w i s h  to c o n v e y  to y o u  m y  s t r o n g  s u p p o r t  for the p a s s i n g  of HB

A d m i n i s t r a t i v e  c o s t s  h a v e  r e m a i n e d  at 10% s i n c e  the i n c e p t i o n  
o f  the D a y c a r e  A s s i s t a n c e  p r o g r a m  w h i c h  h a s  b e e n  n e a r l y  15 years. 
As  we b o t h  know, the c o s t s  of a d m i n i s t r a t i v e  e x p e n s e s  h a v e  d o n e  
n o t h i n g  but i n c r e a s e .

Local a d m i n i s t r a t o r s  h a v e  h a d  to a b s o r b  the i n c r e a s e  of phone, 
p o s t a g e ,  o f f i c e  s u p p l i e s ,  a d v e r t i s i n g ,  gas, etc. ev e n  t h o u g h  th e y  
h a v e  r e c e i v e d  n o  i n c r e a s e  f o r  a d m i n i s t r a t i v e  c o s t s  to h e l p  a b s o r b  
th e  i n c r e a s e  of e x p e n s e s  l e a v i n g  the l o c a l  a d m i n i s t r a t o r s  g o i n g  
b a c k w a r d s  for too m a n y  y e a r s  a n d  this d o e s n ' t  ev e n  a l l o w  for 
i n f l a t i o n  o r  a r e c e s s i o n .

It is l o n g  p a s t - d u e  f o r  an i n c r e a s e  for a d m i n i s t r a t i v e  
e x p e n s e s  and I s t r o n g l y  s e n d  m v  s u p p o r t  for the p a s s a g e  of HB 
384.

S i n c e r e l y ,

T e r r y  H. H i n d m a n

L o c a l  D a y c a r e  A s s i s t a n c e  A d m i n i s t r a t o r  
P.O. B o x  1089 
P e t e r s b u r g ,  A l a s k a  9 9 8 3 3  
(907) 7 7 2 - 3 5 6 5

cc: C h e r y l  K e e p e r s

384

TOTAL P .



a)
D a te  R e fe r re d : J a n u a ry  13, 1992 

D a te  o f  C o m m it te e  A c tio n :

H O U S E  C O M M I T T E E  R E P O R T

F U R T H E R  R E F E R R A L S : C o m m u n i ty  &  R eg io n a l A f fa ir s
Finance

T h e  H E A L T H , E D U C A T IO N  A N D  S O C IA L  S E R V IC E S  C o m m it te e  c o n s id e re d :  H B  384

H O U S E  B IL L  N O . 384 A D M IN . C O S T S  O F  D A Y  C A R E  P R O G R A M S

"A n  A c t r e la t in g  to  a d m in is t r a t iv e  c o s ts  o f  c o n t r a c to r s  u n d e r  th e  d a y  c a re  a s s i s ta n c e  p ro g ra m ."

R E C O M M E N D A T IO N S : 
b e  r e p la c e d  w i t h __________

| ] th e  s a m e  ti t le  
.1 ] a  n ew  ti t le

[ ] h a v e  a tta c h e d  am endm en ts( s)
[ L'j-'do' p a s s  
[ ] d o  n o t p a s s  
[ ] n o  re c o m m e n d a t io n s  
[ ^ - in d iv id u a l  r e c o m m e n d a t io n s  
[ ] a d d i t io n a l r e f e r r a l to  t h e _____ C o m m itte e

A D O P T S : le t te r  o f  In te n t

A P P R O V E S  P R E V IO U S :(Dept)A T T A C H E S  N E W  F IS C A L  N O TE(s):

[ L f l f s c a l  im p a c t C o m  n o  -Y V<lcyprr\oSL J F iscal n o te ( s ) ________

[ ] z e ro  f is c a l n o t e ____________________________________ [ ] z e ro  f is c a l note(s)

(Dept/Due)

SIGNING DO PASS DP OTHER RECOMMENDATIONS DNP NR AM

i -

, ^
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C S  F O R  H O U S E  B ELL  N O . 476 (CRA )

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

S E V E N T E E N T H  L E G IS L A T U R E  - S E C O N D  S E S S IO N

BY THE HOUSE COftlMUNITY AND REGIONAL AFFAIRS COMMITTEE

O ffe re d :
R e fe r re d :

Sponsors): HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMTITEE

A  BELL  

F O R  A N  A C T  E N T IT L E D

1 " A n  A c t  r e q u i r i n g  m u n i c ip a l  f i s c a l ,  n o te s  f o r  b ills  a n d  r e s o lu t i o n s . "

2 B E  I T  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

3 *  S e c t i o n  1. A S  24.08.035 is  a m e n d e d  b y  a d d in g  a  n ew  su b s e c t io n  to  re a d :

4 (e) I f  a  b i l l  o r  r e s o lu t io n  th a t  is  re fe r re d  to  a t  le a s t  tw o  c o m m it te e s ,  e x c e p t  an

5 a p p ro p r ia t io n  b ill, a f f e c ts  a  m u n ic ip a l i ty ,  th e re  sh a ll b e  a t ta c h e d  to  th e  m e a s u r e  a  m u n ic ip a l  f is c a l

6 n o te  c o n ta in in g  a n  e s t im a te  f o r  th e  c u r r e n t f is c a l y e a r  a n d  f iv e  s u c c e e d in g  f is c a l y e a r s  o f  th e  c o s t

7 to  m u n ic ip a l i t ie s  th a t  w o u ld  r e s u l t  f ro m  e n a c tm e n t o f  th e  m e a su re .  I f  th e  m e a s u r e  d o e s  n o t

8 in c r e a s e  c o s ts  to  a  m u n ic ip a l i ty ,  a  s ta te m e n t to  th a t e f f e c t  s h a l l  b e  a t ta c h e d . T h e  s e c o n d

9 c o m m it te e  o f  r e f e r r a l  s h a l l  r e q u e s t  th e  m u n ic ip a l f is c a l n o te . I t  s h a l l  b e  p r e p a r e d  b y  th e

10 D e p a r tm e n t  o f  C o m m u n ity  a n d  R eg io n a l A f fa ir s  in  c o o p e ra t io n  w ith  o th e r  a f f e c te d  s ta te  a g e n c ie s .

11 I t  s h a l l  be. d e l iv e r e d  in  a c c o rd a n c e  w ith  (d) o f  th is  s e c tio n  w ith in  f iv e  d a y s  o f  th e  re q u e s t ,  o r

12 w i th in  tw o  d a y s  i f  th e  r e q u e s t  i s  m ad e  a f te r  th e  90th d a y  o f  a  r e g u la r  s e s s io n  o r  d u r in g  a  s p e c ia l

13 s e s s io n .  T o  th e  e x te n t  p ra c t ic a b le ,  b e fo re  d e l iv e r in g  th e  f is c a l  n o te  th e  d e p a r tm e n t  s h a l l  c o n s u l t

14 w i th  m u n ic ip a l i t ie s  th a t w o u ld  b e  a f fe c te d  b y  th e  m e a su re .  T h e  m u n ic ip a l  f is c a l  n o te  m u s t

-1-
New T e x t U n d e r l in e d  [DELETED  TEXT BRACKETED]

CSHB 476(CRA)



1 c o n ta in  in fo rm a t io n  th a t s u b s ta n t ia l ly  c o m p l ie s  w ith  (c)(1), (2), (6), a n d  (7) - (9) o f  th is  s e c tio n .

2 A n  a m e n d m e n t  o r  a  s u b s t i tu te  m e a s u r e  p ro p o s e d  b y  a  c o m m it te e  o f  r e f e r r a l  th a t  c h a n g e s  th e

3 f i s c a l  e f f e c t  o f  a  b il l  o n  a  m u n ic ip a l i ty  s h a l l  b e  e x p la in e d  b y  th e  d e p a r tm e n t  in  a  r e v is e d

4 m u n ic ip a l  f i s c a l  n o te  a t ta c h e d  to  th e  b ill.

5 * S e c .  2. T h is  A c t  i s  r e p e a le d  J u ly  1, 1997.

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

C S H B  476(CRA) -2-
New T e x t  U n d e r l in e d  [DELETED  TEXT BRACKETED]



M E M O R A N D U M

T O : JER'D V

F R O M NANC?—^  /

T O D A Y ' S  M E E T I N G  ^ / '0 f(tR E

H B  3 8 4  - C u r r e n t  l a w  l i m i t s  a d m i n i s t r a t i v e  c o s t s  o f  d a y  c a r e  

a s s i s t a n c e  t o  1 0 % ;  t h i s  b i l l l  w o u l d  i n c r e a s e  i t  t o  1 5 % .  D C R A  

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

c o s t s  w i l l  r e m o v e  $ 5 7 0 , 0 0 0  f r o m  t h e  p r o g r a m  a n d  e l i m i n a t e  

f u n d i n g  f o r  1 6 0  c h i l d r e n  i f  n e w  f u n d s  a r e  n o t  r e c e i v e d  f o r  t h e  

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

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

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

n o t e  t h a t  D C R A  p r o p o s e s  t o  r e d u c e  d a y  c a r e  a s s i s t a n c e  b y  

$ 8 8 4 . 7  u n d e r  t h e i r  b u d g e t  r e d u c t i o n  s c e n a r i o .

H B  5 2 6  - R e p .  L i n c o l n  i s  m e e t i n g  t h i s  m o r n i n g  w i t h  C o m m e r c e

a n d  D O T P F  t o  t r y  t o  w o r k  o u t  s o m e  i s s u e s  w i t h  t h e  b i l l .  D O T P F

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

a $ 9 9 . 9  f i s c a l  n o t e  ( n o n e  r e c e i v e d  a s  y e t  f r o m  D O T P F ) .  T h i s  

b i l l  a l l o w s  c o m m u n i t i e s  t o  f o r m  l o c a l  c i t i z e n ' s  c o m m i s s i o n s  t o  

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

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

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

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

g i v e n  t h e  r i g h t  t o  p a r t i c i p a t e  i n  c o n t r a c t  a d m i n i s t r a t i o n ;  

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

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

( D O T P F ) .  S m a l l  c o m m u n i t i e s  ( u n d e r  2 , 0 0 0 )  w o u l d  b e  r e l i e v e d  

f r o m  t h e  c o m p e t i t i v e  b i d  p r o c e s s  f o r  c o n t r a t s  f o r  g o o d s  o r
s e r v i c e s  o n  p r o j e c t s  u n d e r  $ 1 0 0 , 0 0 0 .

H B  4 7 6  - W e  h a v e  a  n e w  d r a f t  C S .  I h a v e  i n c o r p o r a t e d  

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

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

a n d  n o t  s a v i n g s ;  w i l l  b e  d o n e  b y  C & R A  i n  c o o p e r a t i o n  w i t h  a n y  

a f f e c t e d  s t a t e  a g e n c i e s ;  w i l l  b e  d i s t r i b u t e d  i n  a c c o r d a n c e  I 
w i t h  A S  2 4 . 0 8 . 0 3 5 ( d ) ;  w i l l  i n c l u d e  i n f o r m a t i o n  r ^ j u i r s d  i n  A.'$ 

2 4 . 0 8 . 0 3 5 ( c )  (1), (2), (6) a n d  (7) -  (9) ;  a n d  w i l l  s u n s e t  i n
f i v e  y e a r s .

I d i d  n o t  i n c l u d e  t w o  o f  t h e  a m e n d m e n t s  r e q u e s t e d  b y  t h e  A M L .  

O n e  w a s  t o  d e f i n e  " m a n d a t e " ,  a  t e r m  w h i c h  d e e s  n o t  a p p e a r  i n  

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

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

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

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

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

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

c o n f u s e d  b y  t h e  t e r m  " a g e n c y  r u l e " ;  I w o u l d  a s s u m e  t h a t  

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

t h i s  b i l l .


