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SPONSOR STATEMENT FOR HOUSE B ILL  501 
an Act relating to Native corporations

Alaska has hundreds o f  Native corporations, each with shareholders 
numbering from less than 100 to nearly 16,000. As the law now stands, 
when shareholders wish to remove directors netiher they nor the 
corporations have a clear map o f the process. Each attempt can be brought 
by a single shareholder and can go on indefinitely, sapping the resources o f 
these for-profit corporations, many o f  which are primary employers in 
their regions.

The situation is most comparable to that in municipal government, 
where elected officials can face recall elections. (In fact, the regional 
Native corporations have more shareholders than most Alaska 
municipalities have voters.) The Legislature, recognizing that limitless 
recall efforts could cripple the legitimate work o f  government and make it 
difficult to attract and keep qualified restrictions on these drives. This bill 
generally applies the municipal recall election procedures (AS 29.26.240 - 
AS 29.26.360) to Native corporations.

The Corporations Code now gives each shareholder the power to force 
all other shareholders to vote on removal, no matter how slim the odds o f 
seccess or how frivolous the reason. Any one o f  what are sometimes 
thousands o f  shareholders could hold up a corporation’s annual meeting in 
this way.

By contrast, when voters want to remove municipal officials from 
o ffice , they apply to the municipal clerk for a recall petition, supplying the 
names o f  at least ten sponsors and the grounds for recall. Once the petition 
is prepared, it must be signed by a number o f voters equal to at least 25% 
o f  the number who voted at the last regular election before the municipal 
clerk may call an election.

In addition to adapting the municipal recall procedure for 
corporations, the bill defines a removal petition as the start o f proxy 
solicitation, triggering all filing and truthfulness requirements under State
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law. This change, which codifies the relevant case law, is the definition 
already employed by the State Division o f  Banking, Securities and 
C orporations.

The Corporations Code does not answer most o f  the questions it 
raises about the process for removing corporate directors, and lacks an 
adequate definition o f  when proxy solicitation begins. House Bill 501 
proposes simple and clear steps for removal and defines solicitation in the 
event o f a removal election. The objective o f  HB 501 is to provide a road 
map for a fair elections process.



Alaska Federation o f Natives, Inc.

March 31, 1994

Representative Bill Williams 
Alaska State Legislature 
State Capitol, Room 128 
Juneau, Alaska 99801-1182

Dear Bill:

This is to express the sincere interest o f the Alaska Federation o f Nauves in House Bill 
501, which you introduced on February 14 of this year. The legislation results in part 
from Native corporations' experiences with shareholder matters not adequately addressed 
by the present Corporations Code. Before 1988 and 1989, when Alaska's new 
Corporations Code was enacted, Native interests worked with the Legislature to revamp 
the Code. Since that time, we have discovered shortcomings in the new Code and have 
worked to revise it. HB 501 is the result o f that effort.

The bill was not drafted to favor or obstruct the interest o f either management or 
shareholders. Rather, it tries to provide both shareholders and management with a clear 
procedural road map where virtually none has existed before. When shareholders 
currently wish to remove an elected director from office, they and their corporation must 
feel their way through the law, relying on the common law from other states and on the 
Division o f Banking, Securities and Corporations, or even the courts, for guidance when 
they encounter large gaps in the Corporations Code. As a consequence, removal efforts 
drag on almost endlessly, and a'i parties incur enormous legal costs in simply making 
their way through the process.

The removal o f directors o f Native corporations is in many ways strikingly similar to 
recall elections in municipalities. Native corporations have many of the elements 
associated with municipal governments. Because the Alaska Native Claims Settlement 
Act prohibits Native corporation shareholders from selling their stock when they disagree 
with management, their recourse is to elect or remove directors. Similarly, few municipal 
residents are in a position to leave town over a dispute with city hall, so they also have 
the electoral and recall options.

If the Native corporations and their shareholders have been having problems with the 
removal process, and if municipalities have a statutory recall process that could be 
translated into effective use by Native corporations, common sense dictates that we 
examine this option. Thus, HB 501 reflects the municipal recall procedure, adapted, with 
little change, to Native corporations.
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The legislation first gives shareholders a forum to go to - the Department of Commerce 
and Economic Development, Division of Banking, Securities and Corporations - if the 
corporate secretary rejects their petition for removal. The Division holds a hearing to 
decide whether the corporation acted appropriately under the law in rejecting the petition. 
If the determination is in the petitioners' favor, the corporation must hold a shareholder 
meeting to vote on the removal. The Division already has jurisdiction over proxy 
disputes in Native corporations. By making the direct removal process clearer, this 
legislation ought to decrease, rather than increase, the Division's workload.

In addition to providing a step-by-step removal procedure, HB 501 defines the point at 
which proxy solicitation begins for the purposes o f filing solicitations with the Division 
o f Banking, Securities and Corporations. The Division already uses this definition, which 
states the common law by designating the process o f petition gathering as proxy 
solicitation.

Finally, the bill changes the size o f Native corporations that must file reports with the 
Division o f Banking, Securities and Corporations. As the law now stands, a Native 
corporation with fewer than 300 shareholders in Alaska is exempt from filing its annual 
report and proxy materials with the Division, no matter how big the corporation's assets 
and income. This bill proposes to require such filings o f any Native corporation with at 
least 150 Alaska resident shareholders, if that corporation has at least $5 million in assets. 
Small but economically powerful corporations would no longer be exempt from the filing 
standards with which all regional corporations must comply.

The Alaska Federation o f Natives believes that the best interest o f Native shareholders 
throughout Alaska requires statutory clarification o f these procedures. We encourage a 
thorough public examination o f  them through hearings that will allow regional and 
village corporations an opportunity to respond. Accordingly, we have sent a copy o f this 
letter and its attachments to Representative Harley Olberg, Chairman o f the Committee 
on Community and Regional Affairs.

W e enclose a Sponsor Statement for your use and appreciate your efforts on behalf o f this 
bill. Please contact either of us or Robert Loescher, Executive Vice President o f Sealaska 
Corporation, if you hav̂ e questions.

Sincerely,

AFN Legislative Committee



Letter of Intent

House Bill 501

" An Act relating to Native corporations; and providing tor ar, 
effective date."

April 18. 1994

The House Community and Regional Affairs Committee considered 
House Bill 501 and recommends that the House Judiciary Committee 
allow for statewide teleconferencing before taking any action 
Please Invite Mr. Larry Carrol!, Senior Securities Examiner, Division 
of Banking, Secu-mes and Corporations to attend any meeting on 
this bill.

Representative Harley Olberg, Chairman

TOThL f '





DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mtul 5iop 3101

130 Seward Street, Suite 409 
Juneau, Alaska 99801-2105

M E M  O R A N D U M February 9, 1994

SUBJECT:

TO:

FROM:

Mandated municipal services (Work Order No. 8-LS1684)

Representative Mark Hanley

Tamara Brandt Cook . / ,
Director

Here is the draft you requested based upon SJR 32 introduced during the Seven­
teenth Legislature. You attached a copy of a memorandum by Michael R. Stahl, 
Assistant Municipal Attorney, and asked me to review it to see if it answered my 
concerns with the original resolution. I have done so, and continue to have all the 
same doubts about the workability of this legislation that were expressed in my 
memorandum dated May 15, 1991. Additionally, I note that Mr. Stahl expresses the 
notion that, as a constitutional amendment, the legislation would be fleshed out by 
statute and, possibly, regulation. Since this legislation enacts a statute and not a 
constitutional amendment, that chance for clarification has disappeared.

TBC:gc
94-109.glc

Enclosure
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Cook
2/9/94

HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY REPRESENTATIVE HANLEY

Introduced:
Referred:

A BELL 

FOR AN ACT ENTITLED

"An Act relating to mandated municipal activities or services."

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

* Section 1. AS 01.10 is amended by adding a new section to read:

Sec. 01.10.035. MANDATED MUNICIPAL SERVICES. A law enacted after 

the effective date of this section that requires a municipality to perform a new activity 

or service or increase the-level of any activity or service is not effective unless an 

appropriation is made and money is disbursed to the municipality to pay the costs o f 

implementing the law.

-1-

New Tjxc U nd ecllned [DELETED TEXT BRACKETED]



Representative Mark
Alaska State Legislature

MEMORANDUM

Tam Cook. Legal Services 

Rep. Mark Hanley 

‘Bill of Mandates" 

February 7, 1994

Tam. please see the attached; copy o f memo from you dated 5 /1 5 /9 1 ,a 
copy of SJR 32. and the Municipality of Anchorage’s response to the 
questions you raised in your memo.

Please draft a bill to accomplish the same goal as SJR 32; that no law 
enacted after the effective date that requires additional services or 
activities on the part of municipalities is effective unless appropriations 
of state money are made to cover those costs.

I do not want a constitutional amendment Please draft a bill which 
changes the statutues to accomplish this goal. I am also interested in 
your reaction to the muni’s reply memo.

Thank you for your assistance. Please call with any questions.

TO:

FROM:

RE:

DATE:

Interim: J ill C St., Suite 410. Anchorage. AK 99503 • (907) 561-2033 Session: State Capitol. Juneau. AK 99801-1182 * (907) 465-4939



'D iVlSION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
P.O. 3ox Y, Juneau, Alaska 99811 
1907) 465-5867 or 465-2450 
r.-iX  [907) 465-2029

Deliveries to: 240 .Warn Screes 
Court Plaza Room 500 

.Wcul Stoo 5101

M E M O R A N D U M May 15, 1991

SUBJECT:

TO:

FROM:

Mandated Municipal Services (Work Order No. 7-LS1379)

Senator Rick Uehling

Tamara Brandt Cook .
Director

Here is the draft you requested proposing a constitutional amendment relating to 
mandated municipal services. The amendment would provide that no law enacted 
after the effective date of the amendment that requires additional services or 
activities on the part of municipalities is effective unless appropriations of state 
money are made to cover those costs.

Frankly, I do not understand how this proposal will work. Does it require an 
appropriation to cover costs only for the first year after enactment or forever, so that 
laws go into and out of effect on a yearly basis? Must the legislature appropriate 
money to cover costs of implementing each law separately or will a large appropria­
tion to each municipality to cover all its responsibilities do? What if the appropria­
tion is not large enough? Does the municipality get to choose which laws to 
implement and which to render ineffective? May each municipality choose 
separately, so that laws are not uniform across the state? May a municipality faced 
with a funding shortfall implement some laws one month and others the next? How 
is anyone to know whether a law is in effect or it isn’t? How are they to know in 
which municipality it is in effect?

TBGimb
91-190.1mb



SENATE JOINT RESOLUTION NO. 32 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY SEN ATOR UEHLING

Introduced: 5/17/91
Referred: Judiciary, Finance

A RESOLUTION

1 Proposing an amendment to the Constitution of the State of Alaska relating to mandated

2  municipal services.

3 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

4 * Section 1. Article X, Constitution of the State of Alaska, is amended by adding a new section to

5 read:

6 SECTION 16. MANDATED MUNICIPAL SERVICES. No law enacted after the

7 effective date of this section that requires a borough or city to perform a new activity or service

8 or increase the level of any activity or service is effective unless an appropriation is made and

9 money is c.'isbursed to the borough or city to pay for costs of implementing the law.

10 * Sec. 2. The amendment proposed by this resolution shall be placed before the voters of the state

11 at the next general election in conformity with an. XHI, sec. 1, Constitution of the State of Alaska, and

1 2  the election laws of the state.

SJR032a - 1- SJR 32



M u n i c i p a j l i t y  a n c h o r a g e

M c j i s t 2: c i p a l  A t t o r n e y  * s  o f f i c e

M 2 M O H A N D  CJ-M

Date  : March. 26, 1993

Anne Williams, Executive Aasistan-qiio 

Municipal Manager's Office

Larry D. Crawford, Municipal Manager

Richard L. McVeigh, Municipal Attorney

Ann Waller Reach, Deputy Municipal Attorney f̂ y|l

Michael R. Stahl, Assistant Municipal Attorney

To:

Th r u :

Th r u :

Th r u :

From :

S u b je c t :  Constitutional Amendment To Require Reimbursement For
State Mandated Municipal Services

QUESTION PRESENTED:

You have asked for analysis of points raised which question the 

efficacy of the following proposed constitutional amendment:

Article X, Constitution of the State of Alaska, 
Section 16. Mandated Municipal Services. No law 
enacted after the effective date of this section 
that requires a borough or city to perform a new 
activity or service or increase the level of any 

activity or service is . effective unless an 
appropriation is made and money is disbursed to the 
borough or city to p ay for coats of implementing 
the law.

Generally the points raised in objection are as follows:

1. How must the legislature appropriate the funds to cover costs 
of implementing a mandate law?-



M a r c h  25, 1993
P a g e  2 o f  3

2. M a y  a m u n i c i p a l i t y  or b o r o u g h  c h o o s e  w h i c h  law3 to i m p l e m e n t  
a n d  ma^ the m u n i c i p a l i t y  cr  b o r o u g h  d e c l a r e  laws a f f e c t i v e  or 
i n e f f e c t i v e  on a monthly, o r  y e a r l y  b a s i s ?  a n d

3. A r e  t h ere p r o b l e m s  w i t h  u n i f o r m i t y  of la w s  a c r o s s  the state 
a n d  k n o w l e d g e  of w h a t  laws are in a f f e c t  w h e r e 7

D I S C U S S I O N :

T h e s e  a r e  g o o d  q u e s t i o n s ,  b u t  all c a n  b e  a n s w e r e d  e a s i l y  w i t h  a 
b r i e f  a m o u n t  of l e gal research. N u m e r o u s  s t a t e s  h a v e  e n a c t e d  some 
f o r m  o f  m a n d a t e  r e i m b u r s e m e n t .

P r o p o s e d  Article X, Section 16 is a c o n s t i t u t i o n a l  a m e n d me nt  whose 
p u r p o s e  and intent seem clear: To impose an o b l i g a t i o n  on the
State to fund increased 1 avals and new r e q u i r e m e n t s  of mandated 
a c t i v i t i e s  or servicas with respect to * e a c h  unit of local 
government. Constitutional provisions rarely, if aver, set forth 
p r o c e d u r e s  or details for t heir implem e nt at io n.  Successful 
c o m p l i a n c e  with the mandate r eimbursement a m e n d m e n t  m a y  r e q u i r e  the 
l e g i s l a t u r e  to enact a statutory p r o g r a m  to i m p l e m e n t  mandate 
fun d in g or reimbursement, wh ic h  would m o a t  l i k e l y  i n c lu d e w r i t t en  
r eg ul a t i o n s  and procaduras, an appeals p r o c e s s  for local 
gov er nm en ts , and a state agency to a d m i n i s t e r  implementation. 
W h e t h e r  appropriations are individual as to e a c h  m a n d a t e  or lump 
sum a pp ro p r i a t i o n s  is not an issue. It is o b vi ou s th er e mu 3t  be 
some a c c o u n t i n g  procedure for a lump B u m  a p p r o p r i a t i o n  to 
i l l u s t r a t e  s uf f iciently what mandates the a p p r o p r i a t i o n  w o u l d  fund. 
It a p pe ar s g en er a l l y  in other statas some m a n d a t e s  a pp ropriate 
f und in g up front w hile moat states provide a "claims" p r o c e d u r e  and 
r e i m b u r s e  d o cu me n t e d  costs.

Statas w i t h  mand a te  reimbursement r e q u i r e m e n t *  have re sp on de d 
d i f f e r e n t l y  to local obligation on unfunded ma nd ates, L eg is l a t u r e s  
can p e r m i t  a simple unconditional option to l oc al  g o v e r n m e n t s  on 
u n f u n d e d  mandates. Under this icanario, the local g ov er n m e n t  
s im pl y has the op tion to implement the law  if it has the money. Or 
the l e g i s l a t u r e  can enact a st at utory or a d m i n i s t r a t i v e  p r o g r a m  
w h i c h  req u ir es  local government* to p e t i t i o n  c o u rt s o r  an 
a d m i n i a t r a t i v e  a g e n c y  to p e r m i t  n o n c o m p l i a n c e  w i t h  a l l e g e d l y  
u n f u n d e d  m a n d a t e * . Another- p o s o t b ± - l i go^mmae-rrt

We b e l i e v e  the
c o r r e c t  i n t e r p r e t a t i o n  of the p r o p o s e d  A l a s k a  p r o v i s i o n  is that a 
m a n d a t e  l aw is ineffective and ne ed  hot be i m p l e m e n t e d  w i t h o u t  an 
u p - f r o n t  appropriation. If the  legi sl at u re  f a i l e d  t o  adopt 
s t a t u t o r y  gui da nc e and a dm inistrative p ro ce d u r e s ,  a g g r i e v e d  
m u n i c i p a l i t i e s  w o u l d  be relegated to the court* f b r  i n t e r p r e t a t i o n  
and i m p l e m e n t a t i o n  of the consti tu ti o na l p r o v i s i o n .  C i t y  of 
S a c r a m e n t o  v, Stafca of C a l i f o r n i a , 785 P . 2d 522 (Cal. 1980).



M a r c h  26, 1393
P a g e  3 o f  3

T h e  n o n - u n i f o r m i t y  of m u n i c i p a l  or b o r o u g h  law a c r o s s  the s t a t e  
d o e s  not a p p e a r  to be a n y t h i n g  s i g n i f i c a n t l y  d i f f e r e n t  t h a n  w h a t  
c u r r e n t l y  exists. Lav/a a r e  n o t  u n i f o r m  b e t w e e n  c i t i e s , c o u n t i e s ,  
b o r o u g h s ,  m u n i c i p a l i t i e s ,  etc. in this s t a t e  o r  n a t i o n  wide. 
L e g i s l a t i v e  services, p u b l i s h e r s ,  a n d / o r  c l e r k s  w h o  n o r m a l l y  ha v e  
the d u t y  to r e c o r d  and k e e p  c u r r e n t  the w r i t t e n  law w o u l d  n e e d  a 
p r o c e d u r e  to d o c u m e n t  m u n i c i p a l  d e c i s i o n s  on n o n i m p l e m e n t a t i o n  cf 
u n f u n d e d  m a n d a t e s . Th i s  p r o c e d u r e  c o u l d  be a s u b j e c t  of 
l e g i s l a t i v e  e n a c t m e n t  if it p r o v e d  to be a problem.

The m o n t h  to m c n t h  o r  y e a r  to y e a r  i n c o n s i s t e n c i e s  in local 
I m p l e m e n t a t i o n  of u n f u n d e d  m a n d a t e s  a p p e a r s  to be  a n o n - i s s u e  also. 
F r o m  a p r a c t i c a l  s t a n d  po i n t ,  local g o v e r n m e n t s  n o r m a l l y  h a v e  no 
i n t e r e s t  in t u r n i n g  t h eir l a w s  "on a g a i n / o f f  a g a i n . "  -'Secondly, 
i m p l e m e n t a t i o n  w o u l d  d e p e n d  u p o n  w h e t h e r  o r  not a m a n d a t e  is 
funded, n o t  s u c c e s s f u l  m u n i c i p a l  b u d g e t a r y  e x p e r i e n c e  w i t h  f u n d e d  
m a n d a t e s .

C O N C L U S I O N :

N umerous states have e n a c t e d  mandate r e i m b u r s e m e n t  pr o vi s i o n s  
either by statute or c o n s t i t u t i o n a l  amendment. Those statas that 
have e n a c t e d  m a n da te  r e i m b u r s e m e n t  by c on st i t u t i o n a l  a m e n d m e n t  have 
had the m o s t  successful ex pe ri e n c e s  with m a n d a t e  reimbursement. In 
the a b s e n c e  of legislative i n t e r p r e t a t i o n  b y  follow-up s t at ut e and 
a d m i n i s t r a t i v e  procedures, the courts will b e  left to i n t e r p r e t  the 
c o n s t i t u t i o n a l  pr o vi si on  a n d  a n s w e r  the questions of the type 
above. Schm id t v. Dept, of E d u c a t i o n , 490 N . W . 2 d  584 (Mich. 1992). 
The w i s e  l eg i sl at ur e will a t t e m p t  to i n t e r p r e t  the p r o v i s i o n  and 
prov i de  its own st at u to ry  and a d m i n i s t r a t i v e  p r o g r a m  for co mp li a n c e  
with the co ns ti t u t i o n a l  p r o v i s i o n  in order to a v o i d  d e c i s i o n s  b ei ng  
foisted u p o n  it b y  the courts. However, a n y  legis la ti v e f o l l o w  up 
e n a c tm en t  or a d mi ni st ra ti v e p r o c e d u r a l  pr ov i s i o n s  will b e  subject 
to ju di ci al  r e v i e w  as the S u p r e m e  Court is the ul ti m at a a r b i t e r  of 
c o n s t i t u t i o n a l  provisions. S c h m i d t  490 N . H . 2d at 586. While 
q ue stions such as the ones a b o v e  m u s t  be asked, the y  are r e l a t i v e l y  
easily a n s w e r e d  a nd w o r k a b l e  s o l u ti on s i d e n t i f i e d  t h r o u g h  careful 
s t u d y .

vxLLUM«\si](vxcn\tas\«i
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3/29/94

A M E N D M E N T

OFFERED. IN THE HOUSE BY REPRESENTATIVE HANLEY

TO: HB 502

Page 1, line 4, after "SERVICES.":

Insert "(a)"

Page 1, after line 8:

Insert a new subsection to read:

"(b) This section does not apply to a state law enacted to comply with federal 

law or requirements for state participation in a federal program."



Date Referred: February 14, 1994 FURTHER REFERRALS:

Date o f Committee Action: *4~0~ l " 9  ^

(7)

Finance

The COMMUNITY AND REGIONAL AFFAIRS Committee considered: HB 502

HOUSE BILL NO. 502 MANDATED MUNICIPAL SERVICES

"An Act relating to mandated municipal activities or services."

RECOMMENDATIONS: 
be replaced with_______ C  S  -H &  S O  2 -

[ J have attached ameridments(s)
[ ] do pass
[ ] do not pass
[ ] no recommendations
PC] individual recommendations
I ] additional referral to the____

| ] the same title 
_| ] a new title

Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dcpl) APPROVES PREVIOUS: ^ p , ^

[ ] fiscal impact______________________________  [ ] fiscal note(s)

f t  J zero fiscal note a - f  / e n ______________  I ] zero fiscal note(s)
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TELECOPIER COVER LETTER 
TELECOPIER NUMBER: (907) 343-4110
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F.AX NUMBER:
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PROPOSED SUBSTI TU TE  FOR H3 502

IN T H E  L EG I SL AT UR E FOR TH E  STATE OF A L A S K A  

E I G H T E E N T H  L E G IS LA TU RE  - SECOND SESSION

A  BILL 

FOR AN A C T  E N T I TL E D 

"An A c t  r e l a t i n g  to ma n da t e d  m u n i c i p a l  activities or services." 

3 E  IT E N A C T E D  3 Y  T H E  LEGISLATURE OF T H E  STATE OF ALASKA:

* S e c t i c n  1. AS 01.10 is amended b y  a dd in g a n e w  section to read:

Sec. 01.10.035. M A N DA TE D M U N I C I P A L  SERVICES, a) for the 

p u r p o s e s  of this section the f o ll owing terms shall ha ve  the 

m e a n i n g s  indicated:

1. "Law" me ur s a n y  state statute or regulation

2 . " n e w  a c t i v i t y  or s ervice" m e a n s  a n y  a c t i v i t y  or s e r v i c e  

w h i c h  is r e q u i r e d  as a r e s u l t  of a s t a t e  law, w h i c h  w a s  n o t  

r e q u i r e d  p r i o r  to the a d o p t i o n  of the r e l e v a n t  s t a t e  law a n d  w h i c h  

r e s u l t s  i n  c o s t s  m a n d a t e d  b y  the 3tate.

3. "increase in level of a c t i v i t y  o r  service" m e a n s  any change 

in the d e l i v e r y  of a curr en t  service or act iv it y  w h i c h  is r e q u i r e d  

b y  e i t h e r  a c hange in the law or a r e d u ct io n  in the level of state 

fun di ng  for the a c t i v i t y  or service and w h i c h  results in additional 

costs m a n d a t e d  b y  the state.

4. "costs m a n d a t e d  b y  the state" means any in cr e a s e d  cost 

c r e a t i n g  a s ig n if i c a n t  financial impact w h i c h  a m u n i c i p a l i t y  is 

r e q u i r e d  to incur a f t e r  Jan u ar y 1, 1995 as a result o f  any  statute 

e n a c t e d  a fter J a n u a r y  1, 1995, or a n y  r egulation a d o pt ed  after 

J a n u a r y  1, 1995, w h i c h  mandates a n e w  a c t i vi ty  or service or a



h i g h e r  level of municipal c on tr i b u t i o n  to an a c t i v i t y  or service. 

Costs m a n d a t e d  b y  the state shall not include costs of the type 

e x p e r i e n c e d  equally b y  private and public entities w h i c h  are 

i n c u rr ed  b y  a m u ni ci p al it y in its p r o p r i e t a r y  capacity or costs 

w h i c h  result from activities or services w h i c h  a municipality, 

a l t h o u g h  not required to do so, elects to provide.

5. "significant financial impact" means an ac ti v i t y  or service 

w h i c h  requires municipalities to e x pa nd  existing services, empl o y 

a d d i t i o n a l  personnel, or increase local expenditures.

b) No law adopted or a m e n d e d  after J a n u a r y  1, 1995, w h i c h  

imposes or increases costs m a n d a t e d  b y  the state as a r e su lt  of a 

n e w  a c t i v i t y  or service or an i n c r e a s e  in the level of m u n i c i p a l  

f u n di ng  for an activity or service, shall be effective u n l es s  the 

b i l l  c reating the law either c o n t ai ns  an a p p r op r ia ti on  for the 

r e i m b u r s e m e n t  of the local g o v e r n m e n t  or speci fi ca l ly  exempts s a i d  

s t a tu te  from the operation of this section.

c) All bills w h i c h  apply to munici pa li t ie s shall include 

findings as to:

1) w h e t h e r  the bill w o u l d  m a n d a t e  a new  ac ti vi ty  or service or 

i ncrease the level of municipal f u n di ng  for an a c t i v i t y  or service; 

a n d

2) w h e t h e r  any m a n da te  c o n t a i n e d  in the b il l will have a 

s ig ni f i c a n t  financial impact on m u n i c i p a l i t i e s .

d) If a m u n i c i p a l i t y  disputes the findings under s u b s e c t i o n  

(c) of this section as so c i a t e d  w i t h  a p ar ti cu la r bi ll  it may, 

w i t h i n  30 days of the effective d a t e  of the law, p e t i t i o n  the 

L e g i s l a t i v e  A ud xt  Division for r e v i e w  of the action.



e) N ot wi t h s t a n d i n g  s u bs ec t io n (b) of this s e c t i o n  a 

m u n i c i p a l i t y  m a y  elect to provide a n  a ctivity or service p u r s u a n t  

to a statute w h ic h is r endered ineffective u n d e r  section (b) of 

this section u s i n g  local funds to p a y  any costs m andated b y  the 

stace. If a m u n i c i p a l i t y  v ol un t a r i l y  p r o v i d e s  an a c t i v i t y  or 

s e r v i c e  through local op tion in this manner, the m u ni c ip al it y m a y  

m o d i f y  the a c t iv it y or service c onsistent w i t h  the p o l i c y  a n d  

i n t e n t  of the statute to the exoer.t a n d  in the m a n n e r  n e c e s s i t a t e d  

b y  the limitations of the local fund i ng  p r o v i d e d  as de t er mi ne d b y  

the municipality.

f) If a f u n d e d  a c t i v i t y  o r  s e r v i c e  w h i c h  imposes c o s t s  

m a n d a t e d  b y  the s tate b e c o m e s  u n f u n d e d  in w h o l e  o r  in p a r t  in  a 

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

m a y  m o d i f y  the a c t i v i t y  o r  662-/100 as p r o v i d e d  in s u b s e c t i o n  e.



NOTES ON D R A F T  M A N DA TE S  BILL

The a ttached draft at tempts to r e s p o n d  to some of the com me nt s 
from the teleconference h e l d  on M a r c h  29, 1994. The relevant p arts 
are as follows:

1. Format change: the p r o p o s e d  s t a tu t e has been s ep ar at ed  into five
subsections in order to a c c o m m o d a t e  d e finitions and 
implementing directions.

2. Definitions: Definitions h a v e  b e e n  a d d e d  for several terms.
"Law" is defined to ma ke  c le ar  that changes in regul at io n s m a y  
contain hidden mandates. “N e w  a c t i v i t y  or service" has be en  
d efi ne d in part by r e f e r e n c e  to the term "costs m a n d a t e d  b y  
the state" in order to f ac il i ta te  a li mi ta t i o n  on d e - m i n i m u s  
mandates. "Increase in level of a c t i v i t y  or service" is also 
defi ne d b y  reference to "costs m a n d a t e d  b y  the state" for the 
same reason. "Costs m a n d a t e d  b y  the state" is d e f i n e d  to 
avoid inclusion of costs w h i c h  a m u n i c i p a l i t y  v o l u n t a r i l y  
assumes or which are i m po se d  u p o n  a m u n i c i p a l i t y  on the same 
basis as private entities. This d e f i n i t i o n  is b a s e d  u p o n  
Califo rn ia  Government Code secti on  17514. "Significant 
financial impact" is^ d e f i n e d  to address concerns a bout d i­
minimus mandates. This d e f i n i t i o n  is b a s e d  upo n M a s s a c h u s e t t s  
Gene.;al Laws Chapter 11 secti on  63.

3. Exemption from statute: S u b s e c t i o n  (b) is p a t t e r n e d  af te r  the
original bill, but it allows an e x c e p ti on  for bills w h i c h  
s pec if ic al ly  are ex empted from the p r o p o s e d  1.10.035. The 
format of the section is also p a t t e r n e d  a ft er  C a l i f o r n i a  
G overn me nt  Code section 17580.

4. Initial findings: Subsoction (c) w o u l d  r e q u i r e  a fiscal n o t e  or
some r ecognition in a bi ll  as to w h e t h e r  it contains a m a n d a t e  
subject to the limitations in the p r o p o s e d  1.10.035.

5. Review: Subsection (d) w o u l d  p r o v i d e  a p r o c e d u r e  by w h i c h  a
m u n i c i p a l i t y  that disputes a fin di ng  as to the m a n d a t e  status 
of a meas ur e  m a y  se ek  r e v i e w  of that finding b y  the 
L e gislative Audit D i v i s io n so long a3 the r e q u e s t  for r e v i e w  
is made w i th in  30 days of passage. The time limit is in o r d e r  
to a vo id  delayed challenges a n d  to fa ci li ta te  a d e t e r m i n a t i o n  
p r io r to the expenditure. It m a y  be that there is a b e t t e r  
w a y  or a different entity w ho c ou ld  mo re  a p p r o p r i a t e l y  p r o v i d e  
this review. The Legis la ti ve  A u di t  D i v i s i o n  was sel ec te d  for 
lack of a better idea.

6. Local options: Subsection (a) is a local o p t i o n  s e c t i o n  w h i c h
allows a municipality f a c e d  w i t h  an u n f u n d e d  m a n d a t e  to d e c i d e  
whether it will provide the a c t i v i t y  o r  s e r vi ce  from local 
funds. It will allow the local m u n i c i p a l i t y  to p r o vi de  the 
servica in whole or in part, m o d i f y i n g  the i n t e n d e d  p r o g r a m  to 
the extent necessary to c o m p l y  w i t h  a v a i l a b l e  funding. 
Essentially, the u n f u n d e d  m a n da te  w o u l d  becom e an



a u t h o r i z a t i o n  tor a m u n i c i p a l i t y  to p r o v i d e  a s e r v i c e  or 
a c t i v i c y  at w h a t e v e r  level it deems appropriate.

7. R e d u c e d  f u n d in g of mandates: S u b s e c t i o n  (f) w o u l d  a l l o w
m u n i c i p a l i t i e s  tc ̂ p rovide r e du ce d  l e ve ls  of s ervices in out 
y e ar s if f u n d in g is reduced, c o n s i s t e n t  w i t h  s u b s e c t i o n  (e) .
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DRAFT
HB 502 - An Act Relating to Mandated Municipal Activities or Services 
Testimony from the Municipality of Anchorage (by teleconference)
House Community I Regional Affairs Committee Meeting 
March 29, 1994, 1pm

The Municipality of Anchorage supports HB 502 related to State funding of future 
mandated municipal activities or services. The Municipality continues to be 
negatively impacted by costly State and Federal mandates which have been 
transferred to the local government level, While Federal mandates are currently 
the most numerous and costly to the Municipality, State mandates have also had 
a negative impact. The Municipality’s primary concern lies in the potential 
escalation of unfunded State Mandates as a result of future declining revenues 
collected by the State. Today’s testimony will focus on the need to fund State 
mandates.

State mandates as defined within the language of HB 502 constitutes any law 
requiring a municipality to perform a new activity or service, or Increase the 
level of any existing activity or service. Mandates, in and of themselves, are 
not necessarily bad, however when the State establishes mandates which require 
the Municipality to provide new programs or services without providing the full 
funding, then the Municipality is forced to give an artificially high priority 
to the mandates. As a result of assigning mandates a high priority, basic 
services provided by the Municipality must either be reduced or taxes must be 
increased to fund the mandates.

Unfunded mandates can occur through direct means such as statutes, regulations, 
and rules, or through indirect means such as the pass-thru effect of State Agency 
budget cuts. The Municipality believes that as the State struggles to balance 
its budgets now and in the future, the practice of burdening local governments 
with unfunded mandates wil'l increase. The Legislature therefore needs to pass 
legislation similar to HB 502 in a timely manner, so that future Legislatures 
will be discouraged from unfairly burdening local government with unfunded State 
mandates.

Attached as part of our testimony 1s a highlighted 11st of actual unfunded State 
mandates which have negatively impacted the Municipality. While HB 502 will not 
likely have an effective date covering past enacted mandates, the Municipality 
nonetheless would take this opportunity to request that the Legislature eUher 
provide funding for the existing State mandates, or give t'- Municipality the 
option of participating in the program or service.

The most prominent and costly of existing State mandates for kne Municipality is 
the Senior Citizens/Disabled Veterans property tax exemption. In 1993, the 
Municipality was underfunded by $6.4 million in its exemption of approximately 
$7.2 million in taxes under this program (1993 reimbursement totalled only 
$801,730). Furthermore, the Governor’s FY95 budget proposes eliminating 
reimbursement for this program entirely. The Senior Citizens/Disabled Veteran 
property tax exemption 1s the Municipality’s greatest example of an unfunded 
State mandate. Again, the Municipality 1s concerned that as the State’s revenues 
decline unfunded State mandates to local government will only increase.

- 1 -



DRAFT
Other significant examples of State mandates that the Municipality already 
experiences per the attachment include: alcohol services, domestic violence
writs, prisoner transportation costs, 1% for art, Dav1s-8acon wages, etc. Note, 
too, that there are many additional assumed State responsibilities that the 
Municipality provides to its citizens which are not currently reimbursed by the 
State. Rather than mention all the assumed responsibilities, our testimony today 
is intended to focus only on mandates not funded by the State.

Of final note, the Municipality’s legal department has performed an initial 
review of HB 502. The law department’s initial concerns to the bill as presently 
drafted include a suggestion that the term "law" be clarified (i.e., statutes and 
regulations). In addition, HB 502 would likely be made more effective as a 
statute if a State administrative body were charged with the responsibility of 
creating regulations to define "mandates" and "new/1ncreased levels of activity 
or service". Also, an issue to consider in drafting the statute is that levels 
of service may not change but funding levels from year to year may (e.g., Senior 
Citizens property tax exemption). And lastly, the method of appropriating State 
dollarsto fund al_L unfunded State mandates should be addressed in the statute. 
The Municipality’s legal department is willing to assist the Committee in further 
developing sections of HB 502.

Thank you to the Committee for this opportunity to provide Initial input 
regarding HB 502.



MUNICIPALITY OF ANCHORAGE 
PRIMARY LIST OF 

STATE MANDATED REQUIREMENTS DRAFT

MANDATED PRWKAM/SERVICE DE3CXIPTI0H
UKFUNDED AMOUNT 
MANDATED TO HOA REQUIREMENT CITATION/COMMENTS

Senior Citizen/Disabled Veteran Property Tax Exemption 6,400,000 AS 29.45.030

Alcohol Services 717,050 AS 47.37.170 Nota3 to Decision

Domestic Violence Writ3 604,000 Statutory requirement sincn 1985

P r  ,oner Transportation Cost 508,000 Outy of State Dept, of Corrections

,d11 Contract 1,500,000 Duty of State Dept, of Corrections

Capital Projects - Art 20,000 IS Art

Capital Improvements Union scale wages required on 

construction contracts

125,000 Davis/Bacon Act

Hazardous Liquid Spills 50,000 AFQ assistance request

Hazardous Material Handling 25,000 Emergency planning and comments 

R1ght-to Know Act AS 29.35.500

Hazardous Vasta Disposal (Orphan Drum Program) 10,000 46.03.710 Alaska Statute 

46.03.740 Alaska Statute

State of Alaska, Department of Environmental 

Conversation, VastBwatar Disposal Regulations IB AAC7Z

5,000 18.AAC72, 1990

Alaska Coastal Wildlife Refuge Management Plan 5,000 AS 16.20.031(a)

Hazardous Materials CRTK Program - Hazardous materials 

"Ccnimm1ty-R1ght-to-Know (CRTK) program. This program 

consists o f Inspection, identifying marking and 

maintaining records of businesses that maintain 

hazardous materials on their property

144,100 AS 29.35.500 Alaska Session Law 

Ch.108

Hepatitis 8 Iiminlzatlons 50.000 S3 194 passed 1991

CSP Hepatitis 3 Immunization 7,000 SB 194 of the 1991 session

State Single Audit 8,500 2 AAC 45.010 Single Audit 

Regulations

Testing of well water used for drinking - corrective 
actln as necessary

1,800 Alaska Drinking Water Regulations 

18 AAC 80.060 ---

Background checks - time off work for emoloyaaa to 

have checks dona
5,000 State Regulation

Equipment and staff time to monitor chlorine levels in 

pools
25,000 Public Swimming Pools and Spas 

State Regulations 

18 AAC 30.500

Inspection fee - rope two and requirement to have two 
people operating

12,000 Stats Regulation concerning 

Recreational Oevlces 0 AAC 78.250

l e g l s /ma n r aq
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155 SOUTH SEWARD STREET 
JUNEAU. ALASKA 99801 March 24, 1994

The Honorable Mark Hanley 
Alaska State Legislature 
Room 515, State Capitol 
Juneau, Alaska 99801-1182

Dear Representative Hanley:

Thank you for the opportunity to offer our support for your House Bill 502, which would require 
the state to fund any mandates to municipalities.

The City and Borough of Juneau understands and supports the State's efforts to reduce its 
budget, and is deeply appreciative of the largesse extended by the State to our community in past 
years. We support a responsible level of government spending and are more than willing to 
work with the State in finding mutually workable solutions to Alaska's fiscal challenges.

.nze that reductions in State aid to municipalities must be a part of the State's strategy, 
. Wv. . we urge you strongly to provide for an orderly, well planned process that allows 
communities to plan ahead to absorb fiscal impacts and address possible lower-cost alternatives 
to traditional service delivery.

House Bill 502 directly supports our efforts to be partners with the State in managing revenue 
shortfalls. It would require the State to take a longer view and assure that when municipalities 
are given a mandate, they will also be given the ability to implement it. This allows both state 
and local government to be responsible to our citizens in assuring that necessary services and 
functions continue to be provided.

The City and Borough of Juneau has already taken on a number of state-mandated functions, 
such as air pollution control, fire inspection, and building code inspection. CBJ Manager, Mark 
Palesh, in testimony delivered a few days ago before the House Finance Committee, stated, "We 
do not oppose "belt-tightening" at all levels of government; it can be very fiscally therapeutic. 
However, municipalities can be very innovative in coping with their own problems. Please allow 
us time to do so and to become part of the solution."



Representative Mark Hanley 
March 24, 1994

Page Two

Representive Hanley, thank you for your foresight and willingness to help build this partnership 
between state and local government.

cc: The Honorable Jim Duncan
The Honorable Bill Hudson 
The Honorable Fran Ulmer 
City & Borough Assembly 
Mark R. Palesh, City & Borough Manager 
Clark Gruening, CBJ Lobbyist

Sincerely,
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Brad Pierce, Task Force Staff

July 10,1992
This document was produced jointly by the Governor's Office o f Management and

Budget and the Alaska Municipal League.



Task Force on Governmental Roles
Final Report

IV. RECOMMENDATIONS
Task Force Principles Applied to Specific Intergovernmental Issues

The i  imary job o f the Task Force was to decide what is reasonable for one level of 
government to expect o f another. The “what is reasonable test” must take into account the 
great diversity o f municipalities in the state and the enormous disparity in their wealth. 
It is necessary to examine the situation that currently exists and decide what it should be, 
based on an understanding of traditional state-local roles and making allowances for me 
state’s unique organizational features. The Task Force applied the principles cited 
previously to the following issue areas: mandates, police protection, local prosecution, 
jails, transportation, Senior Citizen/Disabled Veteran Property Tax Exemption, Revenue 
Sharing and Municipal Assistance. These issue areas were chosen because Task Force 
members felt them to be high priority concerns and that were not being studied by some 
other working group. Task Force members also studied two statewide tax alternatives, the 
personal income tax and general sales tax, which are discussed in this report without 
recommendations.

In many of the issue areas discussed below, the Hickel administration is either in the 
process o f developing a policy position or legislation has been offered to address specific 
intergovernmental problems. In a few instances, articulation o f Hickel administration 
policy has come about as a direct result o f HCR 17 and subsequent Task Force activities. 
Each issue is described briefly and Task Force observations and recommendations are 
presented in boldface type at die end of each section.

A. Mandates

The U.S. Advisory Commission on Intergovernmental Relations (ACIR) defines mandates 
as “ legal requirements, constitutional provisions, statutory provisions or administrative 
regulations that a local government undertake a specific activity or provide a service 
meeting minimum standards.”  ̂ Federal and state mandates constrain local decision 
making by requiring municipalities to substitute national or state priorities for local 
concerns. Mandates (federal o. state) usually address a legitimate need or problem. 
However, unless accompanied by adequate funding they can be extremely burdensome 
for local governments. For example, the Municipality o f Anchorage estimates that federal 
and state mandates cost the city $13.2 million in FY 91*
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The Alaska Municipal League recently examined 2,162 bills introduced during the past 
four years in the 16th and 17th Legislatures to see how many placed mandates on local 
governments. Of the 463 bills (non duplicated) introduced that affected municipalities in 
some way, 86 passed including 23 that placed mandates on municipalities. O f these, 11 
were related to federal mandates.^ As in the rest o f the country, mandates are of increasing 
concern to local officials in Alaska.

At the federal level, President Bush promised in his 1992 State of the Union address that 
he would not allow any additional federal mandates without funding while he remained 
in office. However, a recent compilation of pending legislation counted 121 bills in 
Congress that placed some form of mandate on state or local governments.6 Whether or 
not the President is able to keep his promise remains to be seen. In the meantime, the 
National Conference of State Legislatures and National League of Cities provide federal 
mandate watch services and a focal point for expressing states’ and local governments’ 
interests to the federal government.

While acknowledging the serious problem of federal mandates on local governments and 
establishing the principle that the state should intervene on their behalf whenever 
possible, the Task Force has chosen to focus primarily on state mandates over which the 
state has control. Experience has shown that it is only when federal mandates (e.g., 
wedands permitting) become intolerable to a large segment of the population does the 
combined volume of state and local outrage cause a change in federal policy.

The main result of the recent national focus on the cost to municipalities of complying with % 
state and federal mandates has been legislation placing limits on state mandating : 
authority. [Currendy 28 states require fiscal notes on bills placing mandates on local 
governments and 14 have reimbursement requirements^, Three states— Florida, New 
Hampshire and Louisiana have constitutional amendments requiring reimbursement for 
state mandates on localities J  Various analyses o f these measures have shown them to be 
more or less effective. In practice, reimbursement bills and fiscal notes have proven to 
be relatively easy to circumvent. TherAlaska Legislature passed a version o f mundeipal 
fiscal note legislation, SB 301, during the recentiy completed.; 1992 legislative session. 
Under the provisions 'o f this' bill, DCRA is"charged with producing fiscal notes for^ 
legislation affecting municipalities.’
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Task Force on Governmental Roles
Final Report

TASK FORCE RECOM M ENDATION

Since the state and local governments are necessarily partners in providing public 
services, it follows that the state has an obligation to take into account any financial 
impact that new laws may have on municipalities. The Task Force recommends that the 
legislature closely monitor fisca l notes produced by the Department of Community and 
Regional A ffairs under the provisions o f (SB 301) to ensure that staff produce credible 
estimates. Further; the legislature should make a firm  commitment to use the estimates 
in its deliberations.

In recognition of the fact that in the future it w ill be necessary fo r local governments to 
take on additional funding responsibilities fo r services that are now either provided 
directly or funded by the state, the Task Force stopped short of a blanket endorsement of 
reimbursement legislation. Instead the Task Force approved the philosophical principle 
cited previously that the level o f government mandating a particular program or service 
has the responsibility to fund it.

B. Police, Prosecution and Jails

Provision of local police services, prosecution of misdemeanor crimes and maintaining 
local jails are all facets of basic public protection. Traditionally these functions have been 
viewed as community responsibilities— simply part of living in a civilized settled society. 
The Task Force recognizes that the state is obligated to provide a minimal level o f public 
protection services to all citizens, but beyond that public protection is primarily a local 
responsibility. The state makes allowances for communities that do not have the resources 
to provide local public safety services. The Village Public Safety OfficejrJVPSO) 
program was specifically designed for this purpose. The state provides prosecution and 
legal defense services and maintains jails or provides for custody of prisoners charged 
under state laws.

Conflicts between the state and local governments have occurred when the Departments 
of Public Safety or Law have determined that communities are capable o f supporting 
public protection with local resources and the state has sought to pass on those costs to the 
local governments. There is no requirement in state law that municipalities have 
ordinances to provide public protection services in place when they incorporate, nor that 
they continue such services. Several communities in Alaska have refused to acceptpublic 
protection responsibilities because o f budget cutbacks or the lack o f political will to vote 
for local taxes. In a few instances, municipalities are looking for ways to pass
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Representative Mark Hanley
Alaska State Legislature

Sponsor Statement

Rep. Harley Olberg, Chair
House Community and Regional Affairs Committee 

Rep. Mark Han 1

HB 502 “Mandated Municipal Services"

March 25, 1994

The intent behind HB 502 is simple, that no law enacted after the 
effective date that requires additional services or activities on the part of 
municipalities is effective unless appropriations of state money are made 
to cover those costs.

An example of a state mandated program with serious financial 
consequences to the Municipality of Anchorage is the Senior 
Citizens/Disabled Veterans property tax exemption. For many years the 
State reimbursed the municipalities for the revenues lost due to the 
implementation of this exemption. In more recent years, the state has 
short-funded this expense to the municipalities. The Anchorage 
taxpayers bear the burden of these expenditures.

With the Legislature continuing to turn to cuts in the Municipal 
Assistance and Revenue Sharing Program to balance the budget, the 
concern about mandated services placing further financial burdens on 
municipalities is amplified.

i lany other states have adopted and successfully implemented some 
form of mandate reimbursement requirement. I believe the Legislature 
has an obligation to recognize the problem we create when we mandate 
services on municipalities and support an equitable solution.

To:

From:

Re:

Date:

Interim: 716 West 4lh Avenue, tf 300, Anchorage, Ah’ 99501; (907) 258-8192 Session: State Capital, Juneau, AK 99801-1182; (907) -165-1939



217 Second Street. Suite 2 0 0  "Juneau. Alaska 9 9 8 0 1  ■ Tel ( 9 0 7 ) 5 8 6 - 1 3 2 5 .  Fax ( 9 0 7 ) J 6 3 - 5 J 8 C

DATE: March 28, 1994

TO: Chairman Harley Olberg and Members,
House Committee on Community and Regional Affairs

FROM: Kent E. Swisher, Executive Director

ABOUT: HB 502, Mandated Municipal Services
The Alaska Municipal League supports enactment of HB 502, relating 
to mandated municipal activities or services.
AML’s 1994 Policy Statement provides in part "The League urges 
passage of legislation that would require a governmental agency 
unilaterally transferring responsibility for a program to a 
municipality or imposing regulations on a municipality to reimburse 
the municipality for the cost of the transferred responsibility or 
regulations."
HB 502 requires that state mandates be funded as a condition of the 
new imposition becoming effective. AML supports this concept and 
therefore supports HB 502.

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



CITY OF FAIRBANKS 
Office f f  G hj Manager
410 CUSHMAN STREET 

FAIRBANKS, ALASKA 99701 
907-459-6850

I'l r i ' iL O  ic-L-w U i rC .1-1 ».r. - iji -*-C J-i-*-'

T h e  H o n o r a b l e  M a r k  H a n l e y  
A l a s k a  House of R e p r e s e n t a t i v e s  
S t a t e  C a p i t o l  (Mfl 3100)
J u n e au , A l a s k a  99801- 11 8 2

RE: B o u s e  B i l l  5 0 2 / m a n d a t e d  m u n i c i p a l  a ct iv i ti es

D e a r  Mark:

T h a n k  y o u  for th e o p p o r t u n i t y  to c o m me nt  on this bill, w h i c h  
w o u l d  a l l e v i a t e  some of the burdens that are r o u t i n e l y  p l a c e d  on
s t r u g g l i n g  mu ni ci p a l i t i e s .  I also suggest that the w o r d i n g  be
e x t e n d e d  to inc lu de  state r e g u l a t i o n s  as well.

D u r i n g  the same time that state and federal fund i ng  to
m u n i c i p a l i t i e s  has s t e a d i l y  declined, m a n da te s have increased. 
W h i l e  t h e r e  haa^ been m u c h  recen t a t t e nt i on  on the eff ec ts  of
f e d e r a l  l e g i s l a t i o n  such as the "Brady Bill" and the A m e r i c a n s  w i t h  
D i s a b i l i t i e s  Act, there are m a n y  state p r o gr am s a n d  r e g u l a t i o n s  
a f f e c t i n g  the City. T h e y  include:

1. S ol id  W a s t e  P r o g r a m  (18 AAC 60)
2. Ha za r do us  W as te  P r o g r a m  (18 AAC 62)
3. W a e t e w a t e r  Dis po s al  P r o g r a m  (18 A A C  72)
4. W a t e r  Q u a l i t y  P r o g r a m  (18 A A C  70), w h i c h  i n c l u d e s  

C it y a c ti on s r e g a r d i n g  wetlands, n o n - p o i n t  source, 
and g r o u n d w a t e r ,

5. C o n t a m i n a t e d  Sites F r o g r a m
6. A i r  P r o g r a m  (18 A A C  50)
7. U n d e r g r o u n d  Storage Tanks P r o g r a m

i ir̂i . 1— -<

V I A  FAX
O R I G I N A L  M A I L E D

M a r c h  28, 1994
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T h e  H o n o r a b l e  M a r k  H a n l e y  
M a r c h  28, 1994 
P a g e  Two

W h i l e  1 cannot give you a solid coat estimate of the c u m ul a te  
e f f e c t  of these u n f u n d e d  m a n d a t e s  on short notice, we k n o w  that in 
iu s t one m a n d a t e d  project, the City was forced to spend n a a r l y  a 
m i l l i o n  dollars on a s t a t e - m a n d a t e d  w at er  project.

A  m a j o r  c o n c e r n  to me today is the L eg is l a t u r e ' s  a c ti on  
r e g a r d i n g  the G o v e r n o r ' s  p r o p os ed  reductions in m u n i c i p a l  
a s s i s t a n c e  and r e v e n u e  sharing. A  fifty p e r ce nt  (50%) r e d u c t i o n  in 
these p r o g r a m s  equates to a 1.8 m i l l i o n  dollar cut. In F a i r b a n k s  
w e  o n l y  p r o v id e three basic services; police, fire, and p ublic 
works. A s  you c o n t e m p l a t e  these reductions, I ho p e t ha t  y o u ' l l  
a l s o  l o o k  at addit io na l wa ys  to help us Bho ul de r t he b u r d e n  w e  
a l r e a d y  carry. T h i n k  a bout the other side of future m a n d a t e s  a nd 
h e l p  us to pay for the m a n d a t e s  of the past. One w a y  to h el p us 
p a y  for r o a d  m a i n t e n a n c e  is to provide local g ov er nm en ts  w hi ch  have 
r o a d  p o w e r s  with a share of any n ew m o t o r  fuels tax collected. 
B e t t e r  tha t we should soak up these fuel tax d o l l a r s  than t he 
f e d er al  government.

A n y w ay , Mark, y o u  have o ur support in any e ff or t  to i m p r ov e 
the situation. Good l u c k  on y o u r  initiative.

O FFICE OF THE C I T Y  M A N A G E R

I
City M a na ge r

xc; H o n o r a b l e  M ay or  H ayes and Council Members 
I n t e r i o r  D el eg at io n  (via mail)

c  j\WPSl\dcm\Eanlay.m2 8



Municipality
of

Anchorage

P.O. BOX 196650
ANCHORAGE. ALASKA 60519 -6650  
TELEPHONE: (907 ) 343-4431 
FAX: (907) 272-1991
Tom Fink, Mayor

. .  , . . . .  OFFICE C7  THE MAYOR
March 21, 1994

The Honorable Ron Larson, Co-Chair 
House Finance Committee 
Alaska State Capital 
Juneau, AK 99801

Dear Representative Larson:

I am deeply concerned with the proposal to slash FY 95 State Revenue Sharing and 
Municipal Assistance revenues by half from the FY 94 levels. These kinds of huge 
cuts, flririflfl t.n the disproportionate reductions 1n these revenues in tho last 
several years, would be devastating to all municipalities and cities around 
Alaska.

Attached is a description of the programs and services impacting Anchorage 
residents that would most likely be reduced or eliminated 1f the Governor’s 
proposed budget prevails. These cuts are based on our 1994 budget process; 
however, a new public hearing process could result in some changes. Without 
doubt, however, any reduction in State revenues will mean reductions in services 
and elimination of programs.

If falling State revenues require the reduction of the State government budget, 
I feel that it is only fair for local governments to share in that reduction. 
However, the current trend for the State to balance Its budget on the backs of 
local governments by disproportionate reductions 1n State Revenue Sharing and 
Municipal Assistance is inequitable and only serves to Increase the pressure on 
local budgets.

It has been Inferred by some that State Revenue Sharing and Municipal Assistance 
have been targeted for disproportionate cuts since such programs are unique to 
Alaska. This is M i  so. Alaska is not alone in sharing state-collected revenues 
with its local governments as is discussed in more detail in the attached 
material.

Since Alaska communities have taken such a disproportionate reduction in State 
revenues 1n recent years, I ask that the FY 95 funding for State Revenue Sharing 
and Municipal Assistant remain at the FY 94 level.

cc: Anchorage Caucus 

corres2\ltf06



IMPACTS OF GOVERNOR'S PROPOSED FY95 STATE OPERATING BUDGET 
m H E J m c m iTY OF ANCHORAGE

A. THE ANCHORAGE BUDGET

In 1986, Anchorage received $55.7 million in State Revenue Sharing and 
Municipal Assistance revenues for purposes of funding its operating 
budget. In 1993, we received only $28.6 million. Based on the Governor’s 
Proposed FY 95 State Operating Budget„ these amounts would be further 
reduced to $22.0 million in 1994 and $13.3 million in 1995. These Falling 
state revenues combined with falling federal revenues and Increasing labor 
costs put pressures on the Anchorage budget.

In recent years we have been able to produce a balanced budget with 
essential services funded at a continuation level. In order to stay 
within available revenues, we have taken positive actions to hold down the
costs of running the city. In addition to certain wage and benefit
concessions, much of these savings resulted from positive actions taken by 
Municipal departments such as:

• consolidated functions/reorganizations

o eliminated "nice to do'V'nlce to have" functions

• more efficient operation

• hiring freezes

« reduced v/orkforce

• reduced lower-priorlty services

• budget management that has produced savings from amounts budgeted

Our options will be more limited for future budget reductions. It seems 
clear that reductions to lower priority services throughout Anchorage 
government will have to be made. In recent past years, we have been able 
to minimize reductions in essential police, fire, emergency medical, road 
maintenance, and health programs and services. However, with the 
magnitude of the state revenue reductions proposed by the Governor, these 
programs and services can no longer be spared.

B. GOVERNOR’5 PROPOSED STATE REVENUE REDUCTIONS

The Governor's Proposed FY95 Stata Operating Budget includes reductions in 
funding for the following major programs which would result in the indicated 
estimated annual revenue reductions to Anchorage:

State Revenue Sharing $ 5,254,000
Municipal Assistance 8,765,000
Senior Citizens Property Tax Exemption 802.000

&4j321r,000
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Due to the timing of when the revenues are received by Anchorags from the 
State, the reduction In Anchorage’s calendar year 1594 budget would be 
$5,254,000 while the reduction in the calendar year 1995 budget would be 
$14,821,000, assuming no further State Revenue Sharing reduction is made 
during the 199S legislative session.

Anchorage's budget is on a calendar year basis. Since legislative and 
possible Governor’s veto actions will probably not be completed until late 
June 1994, we will be half through the 1994 budget before we know the amount 
of any reduction in state revenues. In reality, about $10.5 million (double
the $5,254,0001 in annualized cuts would have to be made 1n 1994 with the
remainder of the cuts made in 1995.

PQTENTIAL_AREAS OF ANCHORAGE SERVICE REDUCTIONS

Based on the priorities In our 1994 operating budget, the following programs 
and services directly impacting Anchorage residents would likely be 
candidates for reduction or elimination 1f the Governor’s proposed budget 
prevails:

• Reduce Police Crime Prevention Program by 85%
• Reduce Police K-9 Unit by 50%
• Reduce Police Property Crimes Unit by 52%
• Reduce Community Services Patrol Officers by 33%
• Reduce Police Forensic processing of evidence by 40%
• Reduce Police internal investigations staff by 50%
• Reduce Police Person Crimes Unit by 13%
• Reduce Police Narcotics Enforcement by 23%
• Reduce Police Patrol Operating Unit by 5%
• Reduce Police Equipment purchases such as weapons and equipment repair
• Eliminate one engine company at downtown fire station
• Close Fire Station #10 (Rabbit Creek)
• Eliminate the fire company at Station #12 (Dimcnd and New Seward)
• Reduce maintenance on 5,000 streetlights
• Increase response time to public complaints concerning zoning 
violations

• Eliminate asphalt overlay program on city streets
• Turn off 300 amenity street lights 1n Spenard and Central Business 
District

• Eliminate oiling of 81 miles of gravel streets for dust control
• Reduce the effort to demolish dangerous buildings
• Reduce traffic signal timing improvement
• Reduce street signage and painting of lane markings
• Reduce snow-hauling of cul-de-sacs
• Eliminate 5 bus routes to South Anchorage, O’Malley, Hillside, Dimond

Canter areas
• Reduce repair of bus passenger shelters
• Eliminate 2 bus routes to Eagle River
• Eliminate Sunday service
• Reduce Saturday service on 13 routes
• Close Spenard and Fairview Recreation Centers
• Close Mu’idoon and Samson-Dlmond Branch Libraries
• Eliminate funding of additional trail maintenance to the new hotel in
Glrdwood



• Reduce hours of operation at Loussac Library from fig io 5' hours per 
week

• Eliminate enforcement of nuisance, noise and housing codes
• Reduce hours of operation of Anchorage Senior Center
• Reduce well child clinic Immunizations and restrivt home visit program
• Eliminate Hearing Officer Program for violations of Animal Control 
Ordinance

• Reduce ability to investigate complaints on Child/Adult Care Facilities
• Reduce assistance provided to the Homeless
• Eliminate oversight of both Anchorage and Chugiak Senior Centers
• Eliminate water testing related to the National Pollution Discharge 

Elimination System (NPDES) and Spring Clean-up
• Reduce ability to schedule Women, Infant and Children's (WIC) grant 

clients
• Reduce ability to assess and coordinate the medical needs of Anchorage
• Zoning and Platting applications would take six (6) months longer to

process
• Wetlands permits would go from a 5 day processing time to six months
• Eliminate maintenance of the Geographic Information System Data Base 

used by construction contractors
• Eliminate support to Alaska Aviation Heritage Museum
• Eliminate support to Anchorage Economic Development Corporation
• Reduce support to tho Alaska Center for the Performing Arts by 50%
• Reduce maintenance of parks and park facilities
• Eliminate maintenance and operational support for facilities occupied

by Non-profit agencies: Grandview Gardens, Government Hill Community 
Center, Chugiak and Anchorage Senior Centers, Glrdwood Community Center

• Snow Removal, parking lot repairs, security reduced at major public
facilities: Sullivan Arena, Ban Boeke, Egan Center, ACPA, Animal 
Control

• Equal Rights Commission discrimination complaints will take 
significantly longer to investigate

• Eliminate DWI Hearing Officer Program
• Reduce the prosecution of serious Misdemeanor offenses
• Reduce funding for the Federation of Community Councils by 48%

In addition to the above direct programs and services, support will be 
greatly reduced 1n areas such as accounting, auditing, mnagement services, 
training, procurement, management information systems, legal services, and 
various other administrative and technical areas. This will further reduce 
services both to the public as well as to other Municipal agencies and will 
result in a degradation in the timeliness and quality of Municipal services.

We estimate that about 200 Municipal employee positions will have to be 
eliminated in the aforementioned reductions. This will have an adverse 
Impact on the Anchorage economy just at the time that our economy is on the 
rebound.

The above cuts are the most likely based on our 1994 budget process; 
however, a new public hearing process could result in some changes. Without 
doubt, however, any reduction in State revenues will mean reductions in 
services and elimination of programs.



D. STATE TRANSFERS TO LOCAL GOVERNMENT

Some people seem to be of ths opinion that programs such as State Revenue 
Sharing and Municipal Assistance are unique to Alaska. This is na£ so. 
Alaska is not alone in sharing state-collected revenues with its local 
governments. Based or a recent Alaska Municipal League study, every state 
provides some means of sharing resources for the provision of basic services 
at the local level,

State support is the second largest source of funding for local government 
in the Unltod States, representing 33,6 percent of city government general 
revenues nationwide according to a 1990 study by the Advisory Commission on 
Intergovernmental Relations. In the "Far West" states, state transfers 
accounted for 40.9 percent of local revenue, while in Alaska state- 
transferred revenues ware 37 percent of Alaska local government revenue in 
1990. Alaska's percent has probably dropped significantly since 1990.

State government has an obligation to share revenue generated from the 
state’s commonly held resources and land base to help provide essential 
public services at the local, as well as the state, level.

In Alaska, where the state, not private Interests that could be taxed by 
cities and boroughs, owns most of the resource-rich land, and benefits 
directly from it, programs for the distribution of the wealth to support 
locally provided services are even more appropriate and Important than in 
many other states.

Alaska’s Municipal Assistance (AS 29.60,350) and State Revenue Sharing (AS 
29.60.010) programs are key mechanisms 1n our state for passing a portion of 
the state’s revenues, which are mainly derived from oil, on to cities and 
boroughs. These programs help local governments provide basic services such 
as education, sanitation, public safety, and transportation. In many cases, 
local governments can provide basis services that are more responsive, 
better suited, more efficient, and better matched to community needs than 
programs coordinated by state government because citizens have direct and 
immediate access to the officials who determine policy and oversee delivery 
of these services. The state should recognize support of local government 
as a fundamental obligation comparable to support of state community service 
agencies and should develop a long-term program to meet this obligation 
reliably.

E. STATE OF ALASKA IS BALANCING ITS BUDGET ON THE BACKS OF LOCAL GOVERNMENTS

If falling State revenues require the reduction of the State government 
budget, we feel that 1t 1s only fair for local governments to share in that 
reduction. However, the current trend for the State to balance its budget 
on the backs of local governments by disproportionate reductions 1n State 
Revenue Sharing and Municipal Assistance 1s Inequitable and only serves to 
increase the pressure on local budgets.

- 4 -



Municipal Assistance and State Revenue Sharing

The Governor*s proposed FY 95 State Operating Budget reduces the Municipal 
Assistance and State Revenue Sharing appropriations by 50.]% and 48.8% 
respectively from the FY 94 appropriation amounts.
In 1986, the Municipality received $55.7 million in State Revenue Sharing 
and Municipal Assistance revenues for purposes of funding Its operating 
budget. In 1995, under the Governor’s Proposed FY 95 State Operating Budget 
the Municipality will receive only $13.3 million 1n State Revenue Sharing 
and Municipal Assistance Revenues. This represents a 76% drop in State 
assistance 1n a nine year period.

Attachment 1 shows the decreasing amounts of State Revenue Sharing and 
Municipal Assistance revenues that the Municipality of Anchorage has 
received since 1986. As these revenues decreased and labor eosts Increased, 
the property taxes paid by Anchorage residents have increased 
(Attachment 2).

The Municipality of Anchorage 1s requesting that funding for Municipal 
Assistance and State Revenue Sharing remain at the FY94 level. The 
Municipality provides critical and needed services to a multitude of 
Alaskans, not just those who reside within city limits. The Municipality 
has absorbed inflation and reduced expenditures by every means practicable 
since 1986, while the State budget has generally continued to grow. 
Attachment 3 compares the growth 1n the State operating budget with the 
reduction 1n State Revenue Sharing and Municipal Assistance revenues.

Municipal Assistance

A,S. 29.60.350(a) says, In part, "The legislature may appropriate to the 
municipal assistance fund during each fiscal year an amount equal to or 
greater than 30 percent of the income tax received by the State . . . "

The Municipal Assistance Program was restructured 1n 1978 as a means for the 
State of Alaska to share Its oil wealth with Alaska local governments. For 
many years, the State funded Municipal Assistance at the minimum statutory 
entitlement. In recent years, however, Alaska local governments have taken 
a double hit in Municipal Assistance revenues. Not only have the petroleum 
related corporate income tax revenues gone down, the State has also reduced 
th8 percent being appropriated for Municipal Assistance.

For FY 95, the Governor's proposed Municipal Assistance appropriation is 
loss than 9% of the prior years’s corporate Income tax revenues rather than 
the statutory 30%.

Sonior Citizen/Disabled Veteran Property Tax Exemption

The Governor*s proposed FY 95 State Operating Budget provides no funding for 
this program.

The Municipality of Anchorage continues to request full funding under this 
program, according to the original intent. In 1993, the Municipality 
exempted approximately $7.2 million 1n taxes under this program and yet will 
only be reimbursed approximately $0.8 million, an underfunding of over $6.4
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million. The Municipality has seen its revenue loss for this program 
increase 46% over last year. This shortfundlng will have to be made up from 
either an increase in taxes for the remaining taxpayers or the loss of more 
government services. Anchorage residents cannot afford to continue to 
subsidize the program. The State should fully fund the exemption. If 1t 
does not, the program should be repealed or made an option of local 
governments.

corresZ/rgdJ84
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MUNICIPAL ASSISTANCE / STATE REVENUE SHARING 
TREND FOR ANCHORAGE

1986 1987 1988 1S89 1990 1991 1992 1993 1994" 1995'

E3 State Revenue Sharing Municipal Assistance

* Baaed on Governor's Proposed FY95 State Operating Budget.

ATTACHMENT 1
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MUNICIPAL ASSISTANCE/STATE REVENUE SHARING / PROPERTY TAXES

TREND FOR ANCHORAGE

S  M illion s

$140.4 51S9.S

1986 1987 1988 1989 1990 1991 1992 1993 1994’  1995’

0  Property Taxes  K  State R e v en ue  Sharing f l  M un ic ipa l A ssistance

* Estimate; 1995 property taxes are assumed here to increase from 
1994 by the same percentage as 1994 from 1993.

ATTACHMENT 2



CUMULATIVE PERCENT OF CHANGE
MUNICIPAL ASSISTANCE / STATE REVENUE SHARING

PAID TO ANCHORAGE 
COMPARED TO STATE OPERATING BUDGET CHANGES

Percent

*  Based on Governor's Proposed FY95 State Operating Budget.
ATTACHMENT 3





S t a t e  o f  - A - f a s k a

OFFICE OF THC GOVERNOR 
J  C N E A C

February 25, 1994

The Honorable Ramona L. Barnes
Speaker o f the House
Alaska State Legislature
State Capitol
Juneau, A K  99801-1182

Dear Speaker Barnes:

Under the authority o f art. Ill, sec. 18, of the Alaska Constitution, I am transmitting a 
bill making amendments to the Alaska Land Act, also referred to as Title 38.05. The 
bill also makes other amendments to the same title.

The Alaska Land Act dictates how the Department of Natural Resources manages 
state land. Since 1959, this set of statutes has been added to and amended so that it 
now exceeds 180 pages in Jength. This past summer, I asked Commissioner Noah to 
review the Alaska Land Aci to recommend changes that would bring greater efficiency 
to the management o f state lands without sacrificing public involvement in land use 
decisions. This legislation is the result o f that effort.

This legislation will result in increased delivery of state government services to the 
citizens o f Alaska at no additional costs. It will streamline proceuures for mining and 
land actions, clarify definitions for agriculture, allow greater flexibility for managing our 
forests, provide for exchange o f native allotments located within state park units, and 
make other changes necessary for cost effective and sound land management.

This legislation is not intended to be a comprehensive overhaul o f the Alaska Land 
Act, but rather the first step in a process that will continue to review the requirements 
of law, the needs of Alaskans, and the cost effective operation o f government. I look 
forward to working with you to assure your prompt consideration and passage o f this 
bill.



1994 L E G I S L A T I V E  SESSION
Revision Date:  Original
Title:

STATE OF ALASKA
FISCAL NOTE ~

BILL NO. H R  f?/5

T itle  38 Revision"

Dept Affected: Natural Resources 
BRU: ALL
Component: ALL

Sponsor
Requestor

Governor

Expenditures/Revenues

Component Serial No.

(Thousands of Dollars)

ALL

OPERATING EXPENDITURES F/95 FY96 FY97 FY98 FY99 FY00

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES (1004)* 100.0 100.0 100.0 100.0 100.0 100.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY94) cost: $ None

POSITIONS
FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)
Bill would lower administrative costs for Division ot Land (deletes duplicative land bank, travel to hold lotteries at remote sites, special 
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P r e p a r e d  By: D e p a r t m e n t  of N a t u r a l  R e s o u r c e s

Contact: Jerry G a l l a g h e r  465-2400

Neil J o h a n n s e n  762-2600

S enat e Bill 339 and H o u s e  Bill 515 r elate to the m a n a g e m e n t  of 

state land and re s o u r c e s  and to c e r t a i n  remote  p a r c e l  and h o m e s t e a d  

e n t r y  land p u r c h a s e  c o n t r a c t s  e n d  patents. The b i l l  a m e n d s  or 

r e p e a l s  p r o v i s i o n s  in AS 38 to s i m p l i f y  and c l a r i f y  them, a n d  to 

p r o v i d e  g r e a t e r  e f f i c i e n c y  in the m a n a g e m e n t  of state land and 

r e s o u r c e s .

S e c t ions 1 t h r o u g h  7 of t h e  bill w o u l d  a m e n d  AS 3 8 . 0 4. 020 to d e l e t e  

t he land d i s p o s a l  b a n k  for p o t e n t i a l  state lan d sales, r e c a s t  the 

l a n d  bank as a land d i s p o s a l  program, revise p l a n n i n g  and 

c l a s s i f i c a t i o n  requirements, and m a k e  a p p r o p r i a t i o n  r e q u ests for 

land d i s p o s a l s  d i s c r e t i o n a r y  by the c o m m i s s i o n e r  of the D e p a r t m e n t  

of N a tural R e s o u r c e s  ( D N R ) . Currently, e x i s t i n g  AS 38. 04.020 

r e q u i r e s  the land b a n k  to have at least 500,000  acres c l a s s i f i e d  

a n d  a v a i l a b l e  for d i s p o s a l  into p r i v a t e  ownership. That statut e 

also r e q uires an annual report on the status of the land b a n k  and 

m a n d a t e s  that  the c o m m i s s i o n e r  a n n u a l l y  submit an a p p r o p r i a t i o n  

request to the l e g i s l a t u r e  to a d m i n i s t e r  surveys a n d  d i s p o s a l s  of 

land. The land b a n k  s y s t e m  is o u t d a t e d  b e c a u s e  regio n a l  land use 

p lans have now c l a s s i f i e d  over 2 , 0 0 0,000 acres of s tate la nd for 

disposal. S e ction 35 of the bill repeals e x i s t i n g  AS 38.04.020(c),

D a t e :  M a r c h  1, 1994
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(f), (j), and (k), the r e q u i r e m e n t s  of w h i c h  have b ecome

u n n e c e s s a r y  due to the amount of land now c l a s s i f i e d  for disposal. 

S e c t i o n  8 of the bill m a k e s  a c o n f o r m i n g  amendment to 

AS 38.04.021 (b) (1).

S e c t i o n s  9 and 10 of the bill amend e x i sting AS 38.04.030 and 

A S  3 8 . 0 4 . 0 3 5  to s i m plif y the m e tho ds that D N R  can use to design 

s tate land disposals. S e c t i o n  9 amends e x i s t i n g  AS 38.04.030 by 

a u t h o r i z i n g  D N R  t o  d e v e l o p  addi tional disposal p r o g r a m s  by 

regulation. A  p r o g r a m  e s t a b l i s h e d  by regulati on w o u l d  hav e to 

p r o v i d e  for c o m p e t i t i v e  d i s p o s a l  at no less than fair market value, 

b u t  w o u l d  n o t  n e c e s s a r i l y  have to conform to e x i s t i n g  p r o g r a m s  in 

AS 38.

S e c t i o n  10 a mends AS 38.04.035  by ma k i n g  a fair m a r k e t  value return 

to the state mandatory, r ath er tha n discretionary, w h e n  state land 

is c o n v e y e d  to p r i v a t e  parties, unless a con vey a n c e  for less than 

fair m a r k e t  v a l u e  is s p e c i f i c a l l y  a u t h o r i z e d  by statute or 

r e g u l a t i o n .

S e c t i o n  11 of the bill amends e x i s t i n g  AS 38.05.035(b) (9) to allow 

D N R  to r e c o n v e y  s u b s t i t u t e  land for state land that is suoject to 

a p e n d i n g  N a t i v e  a l l o tm ent application. This amen dment is d e s igned 

to give D N R  the a b i lity to r e l o c a t e  Native al lotment claims from 

state pa r k s  ar.d r e c r e a t i o n  areas to less sens itive areas. E x i s t i n g  

AS 3 8 . 0 5.035 (b) (9) only allows the r e co nveyance of land w r o n g f u l l y
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c o n v e y e d  by the federal g o v e r n m e n t  to the state, such as land 

s u b j e c t  to N a t i v e  u s e  a n d  o c c u p a n c y  p r e d a t i n g  state selection. The 

a m e n d m e n t  is i n t e n d e d  to a l l o w  D N R  to take a d v a n t a g e  of a 1992 

a m e n d m e n t  to the A l a s k a  N a t i v e  Claims Settle m e n t  Act (ANCSA), 

43 U.S.C. 1617(c), w h i c h  a u t h o r i z e s  the r e l o c a t i o n  of p e n d i n g  

N a t i v e  a l l o t m e n t  c l aim s to s u b s t i t u t e  state land w i t h  the 

c o m m i s s i o n e r  of DNR's conc urrence.

S e c t i o n s  13 a n d  14 of the b i l l  d e l e t e  from e x i s t i n g  AS 38.05.055 

a n d  A S  38.05 057(a) the r e q u i r e m e n t  that a p u r c h a s e r  a p p e a r  in 

p e r s o n  at a l o t t e r y  or a u c t i o n  for state land. In C h a m b e r s  v. 

S t a t e . No. 3AN-88 - 4 6 3 4  Cl (1989), that r e q u i r e m e n t  was h e l d  to 

v i o l a t e  the e qual p r o t e c t i o n  c lause of the C o n s t i t u t i o n  of A l a s k a  

b e c a u s e  it d i s c r i m i n a t e s  b e t w e e n  local and n o n - l o c a l  residents. 

S e c t i o n  12 of the b i l l  a m e n d s  e x i s t i n g  AS 38 .05.050 to r emove the 

re q u i r e m e n t  that the l o tte ry or a u ction  be h e l d  in a c o m m u n i t y  near 

t h e  land to be disposed. Such a d e c i s i o n  would, instead, be 

d i s c r e t i o n a r y .  S e c t i o n  35 of the bi ll repeals exis ting 

AS 3 8 . 0 5 . 0 5 7  (g) and AS 3 8 . 0 5 . 0 5 7  (j ) , w h i c h  are p r e m i s e d  on the 

e x i s t i n g  r e q u i r e m e n t s  in AS 38.05.050, A S  38.05.055, and 

AS 38.05.057(a) that are b e i n g  deleted. S e c t i o n  32 of the bill 

a mends AS 38.09.010(g) to re move language r e l a t e d  to person al 

a p p e a r a n c e  at a l o t t e r y  a n d  local site for a lottery.

In addition, sec. 14 of the bill dele tes a p r o v i s i o n  of 

AS 38.05.057(a) that r e q u i r e s  the c o m m i s s i o n e r  of D N R  to consult



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

for state l a n d  l o c a t e d  in that munic i p a l i t y .  B e c a u s e  the appraisal 

r e q u i r e d  b y  e x i s t i n g  AS 3 8 . 0 5.840 g ives the c o m m i s s i o n e r  an 

a c c u r a t e  valuation, the c o n s u l t a t i o n  r e q u i r e m e n t  is unnecessary.

S e c t i o n  15 of the bill repeals and r e e n a c t s  AS 3 8 . 0 5.069  (e) (2). 

E x i s t i n g  AS 3 8 . 0 4 . 0 6 9  (e) (2) d e f i n e s  " a p p r o x i m a t e  v i c i n i t y , "  a term 

that is not u s e d  e l s e w h e r e  in e x i s t i n g  AS 38.05.069, the 

a g r i c u l t u r a l  p r e f e r e n c e  rignt statute. The bill w o u l d  replace 

" a p p r o x i m a t e  v i c i n i t y "  with a d e f i n i t i o n  of "adjacent," a t e r m  that 

is u s e d  e l s e w h e r e  in that statute.

C h a n g e s  m a d e  by secs. 16 t h r o u g h  18 a n d  sec. 35 of the bill 

e l i m i n a t e  special p r o c e d u r e s  for l e a s i n g  setnet and a q u a t i c  farming 

sites c o n t a i n e d  in e x i s t i n g  A S  38.05.082, 38.05.083, and 38 . 05.856. 

S e c t ions 29 and 35 revise the p u b l i c  n o t i c e  r e q u i r e m e n t s  of 

e x i s t i n g  AS 3 8 . 0 5 . 9 4 5  accordingly, by r e p e a l i n g  AS 3 8 . 0 5 . 9 4 5 ( a ) (5) 

a n d  (6) and a m e n d i n g  AS 38.05.945(d). S e ction 16 amends e x i s t i n g  

AS 38.05.082(b), w h i c h  r e q uires D N R  to a w a r d  set net leases b e t w e e n  

t w o  or more c o m p e t i n g  app lic a n t s  on the b a s i s  of a c o m p l e x  analysis 

of the "most q u a l i f i e d  appl ic a n t . "  This p r o c e d u r e  is highly 

d e p e n d e n t  on DNR's a b i lity t o  m a k e  factual d e t e r m i n a t i o n s  as to 

e a c h  a p p l i c a n t ' s  t e n u r e  in the fishery, p r e s e n t  a b ility to u t ilize 

t h e  l o c a t i o n  to its m a x i m u m  potential, and "other factors relevant 

to the e q u i t a b l e  assign m e n t  o f  the d i s p u t e d  area." The a mendment 

w o u l d  r e p l a c e  this p r o c e d u r e  w i t h  the options of e i t h e r  a p u b l i c
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a u c t i o n  u n d e r  AS 38.05.075(a) or, if only one a p p l i c a t i o n  is 

r e c e i v e d  a n d  the v a l u e  of the leas e is $5,000 a year or less, a

n e g o t i a t e d  lease under AS 3 8 . 0 5 . 0 7 0 ( b ) . In secs. 3 and 5, ch. 27,

S L A  1991, the l e g i s l a t u r e  a m e n d e d  AS 38.05.082(b), effectiv e 

J a n u a r y  1, 1997, r e g a r d i n g  l a n g u a g e  that refers to D N R  land use 

plans. S e c t i o n  34 of the a t t a c h e d  bi ll c l a r i f i e s  that the changes 

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

q u a l i f i c a t i o n s  of setnet lease applicants, c o n t a i n e d  in sec. 16 of 

t h e  bill, do not a ffect the c h a n g e s  m a d e  to A S  38.05.082(b) by 

secs. 3 a n d  5, ch. 27, S L A  1991.

In sec. 18 of the bill, AS 3 8 . 0 5 . 0 8 3  is r e p e a l e d  and r e e n a c t e d  to

set out a q u a t i c  farm and h a t c h e r y  site l e a s i n g  procedures . In the 

r e p e a l  and reenactment, m a n y  of the e x i s t i n g  p e r m i t  p r o v i s i o n s  in 

AS 3 8 . 0 5 . 8 5 6  are m o v e d  to AS 3 8 . 0 5.083 as l e a s i n g  provisions. 

AS 3 8 . 0 5 . 8 5 6  is r e p e a l e d  by sec. 35 of the bill. S e c t i o n  35 of the 

b i l l  also r e p eals e x i s t i n g  AS 38.05.855, w h i c h  requi r e s  D N R  to 

i d e n t i f y  a n d  p r o p o s e  sites for a q u a t i c  farms and hatcheries, and 

AS 38.05.946( b), w h i c h  re quires D N R  to h o l d  p u b l i c  h e a rings on 

t h o s e  p r o p o s e d  sites. The p u r p o s e  of these chan ges is to b r i n g  the 

l e a s i n g  of setnet a n d  a q u a t i c  f a r m i n g  sites into c o n f o r m i t y  with 

th e  p r o c e d u r e s  g o v e r n i n g  other s tate land uses. S e cti on 36 of the 

b i l l  m a k e s  c l e a r  that the chan ges m a d e  to e x i s t i n g  AS 38.05.083 and 

38 . 0 5 . 8 5 6  b y  secs. 18 a n d  34 of the bill  do not i m p a i r  the legal 

rights  of a p e r s o n  who h o l d s  a p e r m i t  u n d e r  thos e statutes.
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Section 19 of the bill r e peals a n d  r e e n a c t s  AS 3 8 . 0 5. 090 to m a k e  a 

l e s s e e  of st ate land r e s p o n s i b l e  for r e t u r n i n g  a former l e a s e h o l d  

to a m a r k e t a b l e  condition. The a m e n d m e n t  w o u l d  also p r o v i d e  for 

t h e  a u t o m a t i c  v e s t i n g  of title in the state of any p e r s o n a l  

property, buildings, or fixtures that are not r e m o v e d  by the lessee 

w i t h i n  a s p e c i f i e d  time. Under  the e x i s t i n g  statute, a l e ssee w h o  

l eaves b u i l d i n g s  or p e r s o n a l  p r o p e r t y  on state land w h e n  a lease 

e x p i r e s  is not subject to any p e n a l t y  and is not r e s p o n s i b l e  for 

t h e  costs of r e s t o r i n g  the p r o p e r t y  to a c o n d i t i o n  s u i t a b l e  for 

s u b s e q u e n t  leasing. The changes m a d e  b y  sec. 19 w o u l d  a d d r e s s  this 

s t a t u t o r y  deficiency.

S e c t i o n s  20 a n d  21 of t h e  bill g i v e  the c o m m i s s i o n e r  o f  D N R  new 

a u t h o r i t y  r e g a r d i n g  the sale of state timber. A  n e w  statute 

AS 38.05.117, w o u l d  p e r m i t  the c o m m i s s i o n e r  of DNR, a f t e r  m a k i n g  a 

b e s t  i n t e r e s t s  determination, to sell t i m b e r  t h a t  will q u i c k l y  lose 

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

e p i d e m i c s  u n l e s s  salvaged. Cases of d a m a g e  due to insects, 

disease, or fire, or w h e n  the land is to b e  c l e a r e d  of t i m b e r  and 

c o n v e r t e d  to some n o n f o r e s t  use, o f t e n  fall o u t s i d e  of the n o r m a l  

fi v e - y e a r  sale s c h e d u l e  m a n d a t e d  by AS 3 8 . 0 5 . 1 1 3  and the 

l i m i t a t i o n s  on sales set out in A S  38.05. 115. This n e w  s e ction 

p r o v i d i n g  for salvage sales w o u l d  e x empt t h o s e  sales from the 

li m i t a t i o n s  of AS 38.0 5 . 1 1 3  and, in c e r t a i n  circ umstances, from the 

l i m i t a t i o n s  of AS 38.05.115. The a m e n d m e n t  m a d e  by sec. 21 of the 

bi l l  w o u l d  p e r m i t  the c o m m i s s i o n e r  of D N R  to n e g o t i a t e  t i m b e r  sales



in c e r t a i n  areas if the c o m m i s s i o n e r  finds that the s p e c i f i e d  

c i r c u m s t a n c e s  "will exist" w i t h i n  two years, a n d  adds, as a 

circumstance : "that t imber will lose s u b s t a n t i a l  e c o n o m i c  v a l u e  due 

to insects, disease, fire, o r  land use c o n v e r s i o n . "

S e c t i o n  22 of the bill a mends e x i s t i n g  A S  38.05.180(c) to remove 

r e s t r i c t i o n s  on DNR's a b i l i t y  to d elay an oil a nd gas lease sale 

for m o r e  t h a n  90 days after the sale's s c h e d u l e d  dat e in the five- 

y e a r  oil and gas leasing schedule  s u b m i t t e d  a n n u a l l y  to the 

legislature. Under the e x i s t i n g  statute, an oil and gas lease sale 

m a y  be d e l a y e d  only for a m a x i m u m  of 90 days after t he last day of 

the c a l e n d a r  q u a r t e r  for w h i c h  the sale was scheduled. A f t e r  that 

time, the sale must be d e l a y e d  until the sale has again a p p e a r e d  in 

t h e  annual five-year leasing sch edules s u b m i t t e d  to the le gisl a t u r e  

for t wo c a l e n d a r  years. A l t h o u g h  the p u r p o s e  of t he 90-day 

r e s t r i c t i o n  was to prevent a r b i t r a r y  d ela ys in l ease sales, that 

has not b e e n  shown to b e  a problem. The D e p a r t m e n t  of N a tu ral 

R e s o u r c e s  has concerns that a d m i n i s t r a t i v e  appeals and court 

c h a l l e n g e s  to lease sales might cause the 90-day limit to be 

exceeded. Also, D N R  might w i s h  to e x t e n d  the c o mment p e r i o d  for a 

lease sale b e y o n d  90 days to facilitate  u n i q u e  n e e d s  of res idents 

in the area. For instance, the comment p e r i o d  m i g h t  ot herwise 

o c c u r  d u r i n g  p e a k  subsis t e n c e  h u n t i n g  or fish ing seasons. The 

am e n d m e n t  w o u l d  delete the 90-day r e s t r i c t i o n  to a c c o m m o d a t e  

u n a v o i o c l ' e  delays, while still a l l o w i n g  for t i m e l y  s c h e d u l i n g  of 

lease sales. T imely schedu l i n g  of future sales is imp ortant in
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e n c o u r a g i n g  development.

S e c t i o n  23 of the bill amends e x i s t i n g  AS 38.05.185(a) to e l i m i n a t e  

o v e r l y  b r o a d  p r o v i s i o n s  a l l o w i n g  land to be c l o s e d  to mining. The 

e x i s t i n g  s t a t u t e  allows D N R  to d e t e r m i n e  w h i c h  state land s hould be 

c l o s e d  to m i n i n g  or m i n e r a l  entry. The c o m m i s s i o n e r  of D N R  must 

first find that m i n i n g  w o u l d  be i n c o m p a t i b l e  w i t h  s i g n i f i c a n t  

s u r f a c e  uses of the land. A l t h o u g h  not d e f i n e d  in AS 38.05, the 

t e r m  "mining" g e n e r a l l y  refers to the a c t i v i t i e s  and o p e r a t i o n s  

i n v o l v e d  in extracting, processing, and m a r k e t i n g  minerals. 

"Mining" p r e s u p p o s e s  the e x i s t e n c e  of v a l i d  m i n i n g  rights u n d e r  

m i n i n g  claims or leases. E x i s t i n g  AS 38.05.185(a) is o verly b r o a d  

b e c a u s e  it allows land to be c l o s e d  to m i n i n g  w i t h o u t  p r o v i s i o n  for 

v a l i d  e x i s t i n g  m i n i n g  rights. The e x i s t i n g  statute c o u l d  be v i e w e d  

as e f f e c t i n g  a "taking" of v a l i d  m i n i n g  rights, since it a u t h o r i z e s  

a m i n e r a l  closure w i t h o u t  r e q u i r i n g  an e m i n e n t  d o m a i n  a ction or 

p r o v i d i n g  for com pensation; it m a y  t h e r e f o r e  run afoul of 

A S  3 7 . 0 5 . 1 7 0  and art. IX, sec. 13, of the A l a s k a  Constitution . 

The a m e n d m e n t  w o u l d  p r o v i d e  that land may be c l o s e d  to l o c atio n 

u n d e r  AS 38.0 5.185 - 38.05.275, w h i c h  w o u l d  p r e v e n t  t h e  a c q u i s i t i o n  

of n e w  m i n i n g  rights, thus a v o i d i n g  these p o t e n t i a l  pitfalls.

S e c t i o n  24 amends e x i s t i n g  AS 38.05.190(a) to c l arify the 

q u a l i f i c a t i o n s  for m i n i n g  c l a i m  o w n e r s h i p  by aliens a nd foreign 

corpor a t i o n s .  Unde r the e x i s t i n g  statute, an alien at least 18 

y ears old from a c o u n t r y  that grants  "like p r i v i l e g e s "  to U n i t e d
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States citiz e n s  may acquire or h o l d  e x p l o r a t i o n  and m i n i n g  rights. 

A  c o r p o r a t i o n  in w h i c h  mo re than  50 p e r c e n t  of the stock is o w n e d  

or c o n t r o l l e d  by aliens w h o s e  c o u n t r y  does not grant r e c i p r o c a l  

r ight s to U n i t e d  States citizens may not acqu ire or h o l d  

e x p l o r a t i o n  a n d  m i n i n g  rights. However, d e t e r m i n a t i o n s  of w h i c h  

c o u n t r i e s  grant "like p r i v i l e g e s "  to U n i t e d  States citizens  have 

n e v e r  b e e n  mad e or e n f o r c e d  in any c o n s i s t e n t  m a n n e r  due to the 

n u m b e r  and c o m p l e x i t y  of m i n i n g  laws world wide. The federal m i n i n g  

laws, upon w h i c h  A l a s k a  laws w e r e  i n i t i a l l y  based, allow an a l ien 

to form a d o m e s t i c  corpo r a t i o n  that w o u l d  be q u a l i f i e d  to o b t a i n  

m i n i n g  rights, without inq uiry into "like p r i v i l e g e s . "  The A l a s k a  

laws g o v e r n i n g  the a c q u i s i t i o n  and h o l d i n g  of oil a nd gas rights  

also do not inquire  into "like p r i v i l e g e s . "  A m e n d i n g  

AS 38.05.190(a) to d elete t h e s e  r e q u i r e m e n t s  w o u l d  be c o n s i s t e n t  

w i t h  m o d e r n  b u s i n e s s  practices, similar federal laws, and state 

laws a f f e c t i n g  o ther t ypes of m i n e r a l  rights.

The bill m a k e s  several c h anges r e g a r d i n g  m i n i n g  operations. 

Section  35 of the bill repeals AS 3 8.05.207 in its entirety. That 

statute r e q uire s a p r o d u c t i o n  lice nse for every m i n i n g  operation. 

This p r o v i s i o n  was added in 1982 in an effort to resol ve issues 

ar i s i n g  u n d e r  sec. 6(i) of t he A l a s k a  S t a t e h o o d  Act. In T r u s t e e s  

for A l a s k a  v. S t a t e . 736 P . 2d 324 (Alaska 1987), AS 3 8 . 0 5 . 2 0 7  was 

h e l d  not to satisfy the S t a t e h o o d  Act p r o v i s i o n  and the e x i s t i n g  

rent a n d  r o yalty  m e a s u r e s  in AS 38.05.211 a n d  A S  3 8 . 0 5.212 

su b s e q u e n t l y  were enacted. The p r o d u c t i o n  license r e q u i r e m e n t  in
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AS 3 8 . 0 5.20 7 is thus o u t m o d e d  and serves no p u b l i c  p u r p o s e  at this 

t i m e .

S e c t i o n  25 of the bill w o u l d  repeal and reenact AS 38.05.211(d) to 

s i m p l i f y  the a djustments  to be made in the annual rental amounts 

due on m i n i n g  claims and leases. The e x i s t i n g  statute r e q u i r e s  the 

rental a m o u n t s  to be a d j u s t e d  every 10 years b a s e d  on changes in 

the c o n s u m e r  p r i c e  index for Anchorage. This statutory adjustment  

w o u l d  m o s t  likely result in odd rental amounts that w o u l d  make 

calculating, accounting, and c o l l e c t i o n  m o r e  difficult. 

Additi o n a l l y ,  a djus t i n g  rental amounts only at 10-year intervals 

c o u l d  result in large chan ges at one time. The repeal and 

re e n a c t m e n t  w o u l d  allow rent a d j u s t m e n t s  to b e  made w h e n e v e r  the 

ch a n g e  in the consume r p r i c e  index for all u r b a n  c o n s u mers in the 

A n c h o r a g e  area equals or exceed s $5, an d w o u l d  restrict the change 

to m u l t i p l e s  of $5. Both D N R  and the m i n i n g  c l a i m  or lease owners 

w o u l d  a pp ear to be b e t t e r  s e r v e d  if c h anges can be made m o r e  often, 

and in s m a l l e r  in crements t h a n  at c u m u l a t i v e  10-year intervals. 

The a m e n d m e n t  also more c l e a r l y  iden ti f i e s  the c o n sumer p r i c e  index 

on w h i c h  c h a nges are to be based.

S e c t i o n  26 of the bill amends AS 38.05.255 to p r o v i d e  a more 

w o r k a b l e  surface  use a u t h o r i z a t i o n  for m i n e  millsites. The 

e x i s t i n g  statu te requires a m i l l s i t e  p e r m i t  for m i l l s i t e s  and 

t a i l i n g s  disposal. M i l l s i t e s  a nd t a i l i n g s  d i s posa l sites involve 

large, l o n g - t e r m  st ruct u r e s  such as mills, dams, a n d  t a i l i n g
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impoundments, often c o n s t r u c t e d  or i n s t a l l e d  at c o n s i d e r a b l e  

expense. However, the t e r m  "permit" t r a d i t i o n a l l y  refers to an 

a u t h o r i z a t i o n  to use l and for a l i m i t e d  purpose, w i t h  the 

a u t h o r i z a t i o n  r e v o cable at t he will of t h e  g r a ntor of the permit. 

A  p ermit does not a c c o m m o d a t e  the r e a l i s t i c  needs of a m i n i n g  

project, w h i c h  r e q uires l o n g - t e r m  s u r f a c e  o c c u p a n c y  and some 

ce r t a i n t y  of c o n t i n u a n c e  if the a u t h o r i z a t i o n  is m a i n t a i n e d  in goo d 

standing. A  p r u de nt o p e r a t o r  w o u l d  o b v i o u s l y  b e  r e l u c t a n t  to 

invest t h e  large a m o unts  of capi tal and t i m e  n e c e s s a r y  for a maj or 

m i n i n g  p r o j e c t  if the m i l l s i t e  a u t h o r i z a t i o n  c o u l d  be r e v o k e d  

w i t hout c a u s e  at any time. The a m e n dm ent s u b s t i t u t e s  "lease" for 

"permit" in AS 38.0 5.255 and p r o v i d e s  o t h e r  c o n f o r m i n g  c h a n g e s  

re l a t i n g  to that c hange  of term. A  lease p r o v i d e s  for use o f  the 

land for a d e f i n i t e  p e r i o d  of time if t h e  l e a s e h o l d  is m a i n t a i n e d  

in g o o d  standing. A  lease g e n e r a l l y  r e q u i r e s  go od c a u s e  and n o t i c e  

for cancellatio n. The a m e n d m e n t  also e x e m p t s  m i l l s i t e  leases from 

the r e q u i r e m e n t s  of AS 38.05.07 0 - 38.05.105, w h i c h  g o v e r n  leases 

not for the e x t r a c t i o n  of n a tural resources. Those s t a tut es 

re quire c o m p e t i t i v e  b i d d i n g  as the d i s p o s a l  method. A  m i l l s i t e  

lease, however, s h o u l d  not b e  c o m p e t i t i v e l y  b i d  since t h e r e  will 

almost always be only  one party, the m i n e  operator, a p p l y i n g  for a 

p a r t i c u l a r  tract for a m i l l s i t e  lease, a n d  the c h a r a c t e r i s t i c s  of 

each m i n e  p r o b a b l y  will not g e n e r a t e  m o r e  than one or two 

ac c e p t a b l e  m i l l s i t e  tracts for disposal. Instead, the bill 

requires the c o m m i s s i o n e r  of D N R  to adopt r e g u l a t i o n s  e s t a b l i s h i n g  

a p p r o p r i a t e  p r o c e d u r e s  and a nnu al rent a m o u n t s  for m i l l s i t e  leases.
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Se c t i o n  27 of the bill amends e x i s t i n g  AS 3 8 . 0 5.265 to elimi n a t e  

the f a ilure to file a lease a p p l i c a t i o n  w i t h i n  a p r e s c r i b e d  p e r i o d  

of t i m e  as groun ds for aba ndo n m e n t  of a m i n i n g  claim. In areas 

open to m i n i n g  only u n d e r  lease, a p e r s o n  who locates a m i n i n g  

c l a i m  first must r e c o r d  the c e r t i f i c a t e  of l o c ati on w i t h  D N R  under 

AS 38.05.205(a). D N R  then issues a p u b l i c  n o tice of the p r o p o s e d  

m i n i n g  lease and mails a lease a p p l i c a t i o n  to the locator. The 

l o c a t o r  of the m i n i n g  c l a i m  is r e q u i r e d  to return the lease 

a p p l i c a t i o n  w it hin 90 days after receipt of it. U n d e r  e x i s t i n g  

AS  38.05.265, if a lease applicant  fails to file the a p p l i c a t i o n  

w i t h i n  90 days after receipt, the m i n i n g  claims i n c l u d e d  w i t h i n  the 

p r o p o s e d  lease area are abandoned. The 90-day d e a d l i n e  for return 

of t h e  lease a p p l i c a t i o n  appears to be for the p u r p o s e  of issui ng 

a lease t i m e l y  after the r e q u i r e d  p u b l i c  notice, so that the n otice 

is not "stale" when the lease is finally issued. However, if the 

a p p l i c a t i o n  is not t imely filed, the n ot ice p e r i o d  c o u l d  be 

r e p e a t e d  witho ut the severe p e n a l t y  of loss of the m i n i n g  

a p p l i c a n t ' s  l e a s e h o l d  p r o p e r t y  rights. Under this bill, an 

a p p l i c a n t  w o u l d  still be p r o h i b i t e d  from m i n i n g  the claims, except 

for t e s t i n g  or s a m p ling purposes, until a lease is i s s u e d  and other 

f i l i n g  r e q u i r e m e n t s  are met.

Se c t i o n  28 of the bill amends AS 38.05.850(a) to c l a r i f y  that the 

use of revokabl e p e r m i t s  is a l l o wable to autho r i z e  c e rtain uses of 

l i m i t e d  value.
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S e c t i o n s  30, 31, a n d  33 of the bil l a m e n d  e x i s t i n g  AS 38.08.030, 

38.08.040, and AS 38.09.030, respectively,  to i ncre a s e  fees for the 

u se of h o m e s i t e s  a n d  h o m e s t e a d s  b e f o r e  patent, t o  d e f r a y  DNR's 

a d m i n i s t r a t i v e  costs. E x i s t i n g  AS 38.08.030(b) sets a m a x i m u m  $10 

a p p l i c a t i o n  fee for t he u s e  of a homesite. E x i s t i n g  

AS 38.09.030(a) limits the a p p l i c a t i o n  fee for h o m e s t e a d s  to $5 per 

acre. T h e s e  m i n i m a l  fees p r e s e n t l y  p a i d  b y  p e r m i t t e e s  for the use 

of state l a n d  do not even c o v e r  DNR's a d m i n i s t r a t i v e  costs. This 

p r o p o s a l  w o u l d  a m e n d  AS 38.08.030(b) by i n c r e a s i n g  the fee for new 

h o m e s i t e  a p p l i c a t i o n s  to the m a x i m u m  of $25 set out in 

A S  38.05.057( d), a n d  w o u l d  a m e n d  AS 38.08.040(a) to e s t a b l i s h  a 

$100 a n nual fee to r e c e i v e  a n d  h o l d  a homesit e p e r m i t  b e f o r e  

patent. AS 38.09.030(a) w o u l d  be a m e n d e d  to i n c r e a s e  the 

a p p l i c a t i o n  fee for h o m e s t e a d s  to $20 p e r  acre if the land is not 

c l a s s i f i e d  as agricul tural. The fee increases w o u l d  app ly only to 

n e w  a p p l i c a t i o n s  file d a f t e r  t h e  e f f e c t i v e  date of this bill. 

S e c t i o n  36 of the b i l l  m a k e s  c lear that the new r e q u i r e m e n t  in 

AS 3 8 . 0 8 . 0 4 0  for p a y m e n t  of an annual re ntal fee for a h o m e s i t e  

e n t r y  p e r m i t  does not apply to a p e r s o n  who was i s s u e d  a p ermi t 

u n d e r  that sta tute's e x i s t i n g  g u a r a n t e e  that the $10 " a ppli cation 

fee is t h e  sole rent c h a r g e a b l e  on the p ermit for its durati o n . "

In addition, secs. 30 and 31 m a k e  a m e n d m e n t s  to c l a r i f y  that 

h o m e s i t e  e n t r y  p e r m i t s  are i s s u e d  u n d e r  lottery p r o c e d u r e s  in 

A S  3 8 . 0 5 . 0 5 7  (e), (f) , a nd (h). U nder D N R  regulations, lott ery

p r o c e d u r e s  a pply to i s s uance of the permits, but AS 38.05.057 and
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AS 38.08 a r e  n o t  c l e a r  r e g a r d i n g  t h e  a p p l i c a b l e  p r o c e d u  - e s .

S e ction 35 of the b i l l  w o u l d  repeal e x i s t i n g  AS 38.09.050(d) and 

(e), w h i c h  pr o h i b i t  t h e  sale of h o m e s t e a d s  for five y e a r s  a f t e r  the 

i s s u ance of p atent and the s u b d i v i s i o n  of h o m e s t e a d s  for e i t h e r  

five or 10 years a f t e r  patent, d e p e n d i n g  on w h e t h e r  t h e  l a n d  was 

p u r c h a s e d  u n d e r  AS 38.09.090. S e ction 38 of the bill w o u l d  

p r o h i b i t  D N R  from i n c l u d i n g  the c o n d i t i o n s  of former 

AS 38.05.078(d) (prohibiting sale or s u b d i v i s i o n  of the p a r c e l  for 

10 years a fter purchase) in a remote p a r c e l  p u r c h a s e  c o n tr act 

i s s u e d  after the e f f e c t i v e  date of this bill. This s e c t i o n  also 

w o u l d  require D N R  to a m e n d  a r em ote p arcel or h o m e s t e a d  p u r c h a s e  

contr a c t  or p a t e n t  i s s u e d  b e fore the e f f e c t i v e  da te of the bill if 

t he h o l d e r  of the c o n tract  or p a t e n t  pays (1) the a d m i n i s t r a t i v e  

costs of the amendment, and (2) the d i f f e r e n c e  b e t w e e n  the land's 

fair m a r k e t  v a l u e  b e f o r e  and after the c o n d i t i o n s  on t h e  l a n d  are 

removed. The latter requir e m e n t  is p r o p o s e d  b e c a u s e  the fair 

m a r k e t  v a l u e  of remote p arc el land  a n d  h o m e s t e a d  e n t r y  l a n d  sold by 

the state u n d e r  e x i s t i n g  law has been r e d u c e d  b y  50 p e r c e n t  to 

ac count for the c o n d i t i o n s  in AS 38. 05.078 and AS 38.09.050. 

R e m o v a l  of the c o n d i t i o n s  und er secs. 34 and 37 of t h e  b i l l  is 

d e s i g n e d  to i n c rease r e v e n u e  from state land sales a n d  to allow 

p r i v a t e  l an downers g r eater use of the land.

S e cti on 37 of the bill, and its immediate e f f e c t i v e  d a t e  (sec. 39 

of the b i l l ) , allow for t imely a d o ption  of r e g u l a t i o n s  n e e d e d  to

14



implement the changes mad e by the bill. S e ction 40 of the bill 

p r o v i d e s  for an e f f e c t i v e  date of July 1, 1994 for the r e m a i n d e r  of 

the bill.

In a d d i t i o n  to the changes d e s c r i b e d  above, n u m e r o u s  "housekeepi ng" 

a mendm e n t s  are c o n t a i n e d  in many sections of the bill.
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