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M oilrison &  Fo e r s t e r

P e t e  J e a n s
N o v e m b e r  1 6 ,  1 9 9 3
P a g e  T h r e e

Since the enactment of ERISA, a majority of public 
retirement systems have adopted legislative changes that 
substitute general fiduciary standards for legal list 
statutory restrictions. The rationale underlying these 
changes has bean similar to the legislative intent of 
Congress in enacting ERISA, that the legal list restrictions 
are either duplicative with the general standards of 
prudence and diversification, are obsolete interpretations 
of such standards or are general examples of such standards 
that may not oe appropriate in specialised investment 
contexts.

It would be beneficial to the APFC to pursue 
investment opportunities in real estate under standards 
similar to the fiduciary standards applicable to the 
majority of institutional investors competing for these 
investment opportunities. Because the APFC will be fully 
obligated to pursue real estate investments that satisfy the 
prudence, diversification and other standards applicable 
under Section 37.13.120, to the extent that the legal list 
restrictions of current subsection (gj(l6) are appropriate 
to ensure prudence or diversification, these restrictions 
will still apply to real estate investments of the APFC.
Thus, for example, if a purchase of more than forty percent 
of the beneficial ownership of a particular real estate 
investment would not be consistent with the standard of 
maintaining a reasonable diversification among investments, 
the "forty percent rule" would continue to apply. If, 
however, it was not only prudent and consistent with 
diversification standards to invest in a larger percentage 
of a particular real estate investment, but would allow 
greater controls with respect to operating budgets, leasing 
decisions and other control features determined relevant to 
enhance the APFC's investment return, the forty percent rule 
would operate to limit potential investment returns in the 
APFC real estate portfolio.

In summary, the legal list restrictions of 
subsection (gj(lS) are generally redundant with the prudence 
and diversification standards of sections (a) and (c) of 
Section 37.13.120. In tnose instances where these 
restrictions do not duplicate the general standards, but 
provide more onerous restrictions, it is difficult to 
justify rules that do not further the standards of prudent 
real estate acquisitions or may impede such acquisitions.

It is widely recognized that the current real 
estate acquisitions market demands a greater scrutiny of
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current: income opportunities than was the case in years 
where capital appreciation in real estate could be more 
easily projected, It is significant to note that the APFC' 3 
ability to control decisions that are economically relevant 
to both income and potential capital appreciation is limited 
by its current inability to acquire a majority interest in 
its real estate investments. 3y allowing the board and, to 
the extent delegated by Che board, the APFC staff, the 
ability to balance the economic benefits of control against 
the costs of such a percentage acquisition, the APFC will be 
able to maximize its investment objectives in a context 
relevant to each particular investment opportunity it 
reviews for potential acquisition.

Please contact me if we can be of further 
assistance in this matter.

Very truly yours,

Rachel Markun
RMrpmd
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Morrison <k Foerster

Pete Jeans 
November 15, 1593 
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P aul H. S aylor

November 9, 1993

Mr. Pete Jeans 
Investment Officer
The Alaska Permanent Fund Corporation 
801 West Tenth Street 
Suite 302
Juneau, AK 99801

RE: Proposed Legislation

Dear Pete:

You have asked that I give a few thoughts why I am in favor of a legislative change
to allow you to take up to a 100% interest in an investment.

1) Control
Although co-investment documentation is evolving to the point where a 
minority investor will not necessarily be disadvantaged as to influence or
control, there is no such thing as a 40% gorilla. In other words, it would be
preferable for the APFC to invest on a basis that would allow it to control major 
investment, management and divestment decisions in its own best economic 
interests, rather than be influenced by one or more investors which may, at 
least over time, have differing objectives.

While I believe the APFC has been advantaged by retaining discretion over 
major investment, management and divestment issues, it is currently required 
to be t tally aligned with one or more partners in order for activities which best 
serve it to occur. Examples include the inability to close recent transactions 
because of (what I consider) minor differences with a 60% partner, and your 
lack of influence in matters associated with Boston Real Estate Counsel assets 
in a situation where at least one of your partners was lethargic and 
bureaucratically hamstrung from acting in all partners' best interests.

2) Maximum New Opportunities

As property markets turn back in favor of sellers, the APFC will receive

R E A L  E S T A T E  C O N S U L T A N T  
L E T T E R  O F  S U P P O R T



increasingly fewer high quality investment opportunities, as investment 
managers will be less in need of the APFC's capital and wish to conclude 
transactions with either one investor or a commingled format over which they 
have discretion. Currently, it is relatively complicated for a transaction 
originator to identify an asset for the APFC with the condition the APFC will 
only pursue due diligence or the consummation of a transardon once a 
compatible investment partner has been identified. Recently, transactions have 
gone elsewhere to avoid this process.

Additionally, there are increasing concerns regarding potential incompatibility 
of APFC requirements with those of certain other active investors. Although 
the multi-asset co-investment opportunity which we have collectively pursued 
for the last several months will go a long way to establish levels of overall 
compatibility amont several investors and standardized processes, sellers or 
transaction originate, i  generally attempt to avoid the unknowns associated 
with due diligence and documentation requirements of multiple investors.

3) Management Changes

Since the APFC appropriately exercises rights of management oversight, it is 
more likely to recognize management program weaknesses and to move to 
correct them than most other institutional investors. Existing assets and 
portfolios need to be intensively managed in order to improve their performance 
and occasionally to position assets for sale. Managers who are ineffective 
should be replaced, and manager replacement is most difficult to accomplish 
for the APFC as a minority investor especially since most partners of the APFC 
are required to live with an "approved list" of investment managers.

I do not at all advocate that the APFC should only pursue acquisition of full interests 
in individual assets and portfolios, but I believe a change of legislation to allow you 
to do so is most important. It is my view that the immediate effect of such change 
will not be termination of your co-investment programs, but rather a gearing up of the 
process contemplated by your co-investor conference this past April. Your ability to 
be a major partner, rather than (always) a minor partner is most important to the 
achievement of your objectives set forth for the asset class of real estate and to your 
competitiveness in the marketplace.

H. Saylor 

CC: Llewellyn Lutchansky



Alaska Perm anent Fund  Corporation
P.O. Box 25500 Juneau. A laska 99802-5500 

1907) 465-2047

M E M O R A N D U M

THROUGH: William H. Scott 
Executive Director

November 18, 1993

Board of Trustees
Alaska Permanent Fund Corporation

Pete Jeah&-^tv^
Real Estate Investment Officer

SUBJECT: Recommended Legislative Changes, Real Estare

I am recommending a change to Title 37, Chapter 13, Section 37.13.120. the Alaska 
statute that authorizes the Fund's investments in real estate. The reference to real 
estate investment responsibilities of the Board of Trustees will be changed to read:

<g)(16) equity interest in, and debt obligations secured by mortgages
granting a first lien on. real estate located in the United States. 

(16HA) deleted
(16KB) deleted
(16)(B)(i) deleted
(16)(B)(ii) deleted
(16)(B)(iii) deleted

This change removes the 40% restriction on real estate acquisitions. The real 
estate "investment list" is stricken from the Statute and transfers to the Board of 
Trustees, the responsibility for establishing prudent investment standards and 
guidelines through the annual real estate resolution.

DATE:

FROM:

In order to justify this recommendation it is necessary to give a brief description of 
the Fund's real estate experience over the past ten years, along with my views on 
the changes that are taking place in the industry.

In 1983, the year the Alaska Permanent Fund Corporation made its first 
investment in  real property, the Board of Trustees had allocated 6% of the S3 billion 
Fund to real estate. The Board of Trustees hired a real estate consultant to assist

m e m o r a n d u m



Board of Trustees 
November IS. 1993 
Page 2

in selecting three real estate advisors. From 1983 through 1987, the Fund took a 
passive role in real estate investing and relied almost exclusivelj' on the 
recommendations of the consultant and advisors. Additionally, the 40% co­
investment requirement created a high comfort level for the Trustees. By co­
investing with larger, more sophisticated pension funds and endowments, the 
Permanent Fund took advantage of their expertise and leadership in real estate 
investing. During this period, control and involvement in property decisions were 
not priorities for the APFC.

In the later part of the SO's, there was a turnover in Permanent Fund real estate 
staff. Soon after, the Fund employed new real estate consultants and attorneys, all 
of which resulted in a more directive approach to real estate investing. The Fund 
has become more invoived in the real estate investment process, from requiring 
certain controls and buv-sell arrangements on each real estate transaction to 
initiating disposition activities. Even as a 40% player, the Fund has been able to 
negotiate either equal or favorable terms and receive coequal treatment from larger 
investors.

Historically, market conditions played an important role in negotiations for 
favorable terms. During the recent market decline in the industry, many pension 
funds sat on the side lines, offering little competition for deals. Now that the 
market has shown signs of recovery, pension funds are re-entering the markets. 
Like the APFC, our institutional partners are gaining knowledge and confidence in 
their abilities to control investments and they no longer allow us to participate as 
an equal partner in a 40/60 deal. The only way to secure the same level of control 
chat the Fund historically obtained with past investments is to acquire an equal or 
majority interest.

O t m ig111 'greatest- b e n e f i t * " i n
iirvestttiSnt. Timing of major capital events, such as a property sale or the funding 
of a mall redevelopment designed to head off new competition, is often crucial to 
enhancing returns on a property. The inertia of some institutional partners has 
caused numerous missed opportunities for the Permanent Fund in the past.

Gthar^adKaEragea' also exist. The real .estates aftsefĉ allooacion set by the Board of 
Trustees waiiiw^ncreieaaily’attainablef Unless a single deal is exceptionally large, 
the acquisition of a single property will not materially affect the diversification 
strategy. Through resolution, the Board of Trustees will continue to maintain 
control over the diversification goals.

^vreclueacU -substanuaily  ' iiiilindnatihg^hT ^decreasin^rife
n ognrt .cono-Hc. n-* Complications in
replacing investment advisors are directly correlated with the number of partners 
in a deal. The replacement process is simplified in a 50/50 to 100% investment.

" Nr-



Board of Trustees 
November 18, 1993 
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By^raxnupshw^mtron-tcrtake-lOO'ft' of-an-investment, we anticipate an increase in 
6k a t i » f i « w .  With only one or two investors involved, advisors will be more likely to 
propose acquisitions to us. particularly those with short closing time frames.

This proposed change to the Statute will give the Board of Trustees the flexibility to 
direct the real estate staff by board resolution. Attached is a letter from our legal 
counsel and.real estate consultant recommending these changes.



A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n
P.O. Box 25500 Juneau. A laska 99802-5500 

(907) 465-2047

RESOLUTION OF THE BOARD OF TRUSTEES 
OF THE ALASKA PERMANENT FUND CORPORATION 

PERTAINING TO LEGISLATIVE CHANGES IN THE ALASKA STATUTES 
RELATING TO REAL ESTATE INVESTMENTS BY THE 

ALASKA PERMANENT FUND CORPORATION

RESOLUTION 93-11

WHEREAS, the Fund is limited in directing business decisions on real 
estate investments as a 40% participant; and

WHEREAS, the Alaska Permanent Fund Corporation is impaired in its 
ability to reach its targeted real estate asset allocation within current parameters; and 

WHEREAS, the Alaska Permanent Fund Corporation has lost 
opportunities to acquire high return, low risk real estate investments:

NOW, THEREFORE, BE IT RESOLVED, THAT the Board of Trustees 
un an im ou s ly  directs staff to seek legislative changes to provide for up to 100% 
ownership in real estate investments.

PASSED AND APPROVED by the Board of Trustees of the Alaska
Permanent Fund Corporation, this 6th day of Decembers 1993.

/ '

HJLUM (24
Chairman, Board'hf Trustees 
Alaska Permanent Fund Corporation

ATTEST

Corporate Secretary resollhion



Alaska Permanent Fund Corporation
P.O. Box 25500 Juneau, Alaska 90802-5500 

(907) <165-2047

M E M O R A N D U M

D A T E :  A p r i l  5 ,  1 9 9 4

T O :  S e n a t o r  R o b i n  T a y l o r
C h a i r m a n ,  S e n a t e  J u d i c i a r y  C o m m i t t e e

F R O M :  W i l l i a m  H .  S c o t t
E x e c u t i v e  D i r e c t o r

SUBJECT: House B ill No. 373 and Senate B ill 245

I i B  3 7 3  a n d  S B  2 4 5  w e r e  o r i g i n a l l y  i d e n t i c a l  b i l l s  i n t r o d u c e d  b y  t h e  
L e g i s l a t i v e  B u d g e t  &  A u d i t  C o m m i t t e e  a t  t h e  r e q u e s t  o f  t h e  B o a r d  o f  
T r u s t e e s .  T h e  T r u s t e e s '  g o a l  i s  t o  a m e n d  t h e  P e r m a n e n t  F u n d ' s  l i s t  o f  
a u t h o r i z e d  i n v e s t m e n t s  t o  p r o v i d e  f o r  u p  t o  1 0 0  p e r c e n t  o w n e r s h i p  i n  r e a l  
e s t a t e  i n v e s t m e n t s .

H B  3 7 3  -  w h i c h  w o u l d  a c c o m p l i s h  t h e  T r u s t e e s '  g o a l  -  p a s s e d  t h e  H o u s e  
n e a r l y  u n a n i m o u s l y  w i t h  o n l y  o n e  v o t e  i n  o p p o s i t i o n .  S B  2 4 5  w a s  
a m e n d e d  b y  t h e  S e n a t e  L a b o r  &  C o m m e r c e  C o m m i t t e e  t o  i n c l u d e  t w o  
c h a n g e s :  ( 1 )  A 3  3 7 . 1 3 . 0 4 0  w a s  a m e n d e d  t o  s t a t e  e x p l i c i t l y  t h a t  t h e  B o a r d  
o f  T r u s t e e s  h a v e  a  F i d u c i a r y  r e s p o n s i b i l i t y  t o  t h e  p e o p l e  o f  t h e  s t a t e ;  a n d
( 2 )  t h e  1 0 0  p e r c e n t  r u l e  w o u l d  b e  r e s t r i c t e d  t o  r e a l  e s t a t e  i n v e s t m e n t s  
u n d e r  $ 1 0 0  m i l l i o n ,  w i t h  a  6 7  p e r c e n t  o w n e r s h i p  l i m i t a t i o n  o n  a l l  r e a l  
e s t a t e  i n v e s t m e n t s  g r e a t e r  t h a n  t h a t  a m o u n t .

T h e  B o a r d  o f  T r u s t e e s  r e q u e s t s  t h a t  y o u  m o v e  t h e  H o u s e  B i l l ,  H B  3 7 3  a s  
o r i g i n a l l y  i n t r o d u c e d ,  f r o m  y o u r  c o m m i t t e e ,  a n d  h e r e  a r e  t h e  r e a s o n s  w h y  
t h e  C o r p o r a t i o n  s u p p o r t s  t h i s  v e r s i o n  o v e r  C S  S B  2 4 5 ( L & C ) .

T h e r e  i s  n o  d o u b t  t h a t  C S  S B  2 4 - 5 ( L & C )  w o u l d  p r o v i d e  t h e  F u n d  i n c r e a s e d  
f l e x i b i l i t y  c o m p a r e d  t o  e x i s t i n g  l a w ,  a n d  o n e  m i g h t  t h i n k  t h a t  $ 1 0 0  m i l l i o n  
w o u l d  b e  a n  a p p r o p r i a t e  l i m i t  f o r  1 0 0  p e r c e n t  o w n e r s h i p .  H o w e v e r ,  I  
w o u l d  o f f e r  t h r e e  r e a s o n s  n o t  t o  a d o p t  t h i s  l i m i t :

SPONSOR STATEMENT



1 )  F o r  e x i s t i n g  i n v e s t m e n t s ,  i t  w o u l d  r e s t r i c t  t h e  F u n d ' s  a b i l i t y  t o  g e t  
o u t  o f  a  b a d  i n v e s t m e n t .

2 )  F o r  n e w  i n v e s t m e n t s ,  i t  w o u l d  r e s t r i c t  t h e  F u n d ' s  a b i l i t y  t o  g e t  i n t o  
a  g o o d  i n v e s t m e n t .

3 )  T h i s  l i m i t a t i o n  a p p e a r s  t o  o f f e r  i n c r e a s e d  s a f e t y ,  b u t  a c t u a l l y  
i n c r e a s e s  t h e  F u n d ' s  r i s k .

E x i s t i n g  I n v e s t m e n t s  -  T h e  F u n d  c u r r e n t l y  o w n s  a p p r o x i m a t e l y  1 0  
i n v e s t m e n t s  w i t h  a  m a r k e t  v a l u e  i n  e x c e s s  o f  $ 1 0 0  m i l l i o n .  I f  f o r  s o m e  
r e a s o n ,  t h e  F u n d  d e t e r m i n e s  t h a t  i t  w o u l d  b e  i n  o u r  b e s t  i n t e r e s t  t o  b u y  
o u t  o u r  p a r t n e r s ,  e v e n  i f  o n l y  o n  a  t e m p o r a r y  b a s i s  i n  o r d e r  t o  f i n d  n e w  
p a r t n e r s ,  t h e  $ 1 0 0  m i l l i o n  l i m i t a t i o n  w o u l d  p r e v e n t  t h a t  o p p o r t u n i t y .

N e w  I n v e s t m e n t s  -  R e a l  e s t a t e  i s  a n  i n c r e a s i n g l y  c o m p e t i t i v e  m a r k e t ,  
a n d  f i n d i n g  g o o d  n e w  i n v e s t m e n t s  i s  g e t t i n g  h a r d e r  a l l  t h e  t i m e .  F o r  
e x a m p l e ,  t h e  F u n d  h a s  m a d e  n o  n e w  p u r c h a s e s  i n  t h e  f i r s t  q u a r t e r  o f  t h i s  
c a l e n d a r  y e a r  a n d  t h e r e  a r e  n o  c l o s i n g s  s c h e d u l e d  f o r  t h e  s e c o n d  q u a r t e r  
e i t h e r .

L a s t  y e a r ,  t h e  F u n d  p u r c h a s e d  4 0  p e r c e n t  o f  a n  e x c e l l e n t  o f f i c e  b u i l d i n g  i n  
A t l a n t a  -  I B M ' s  r e g i o n a l  h e a d q u a r t e r s  b u i l d i n g .  T h e  F u n d ' s  p o r t i o n  w a s  
$ 4 1  m i l l i o n ;  b u t  h a d  w e  b e e n  a u t h o r i z e d ,  t h e  F u n d  w o u l d  l i k e l y  h a v e  
p u r c h a s e d  t h e  e n t i r e  b u i l d i n g  a t  $ 1 0 3  m i l l i o n .  W i t h  t h e  $ 1 0 0  m i l l i o n  
l i m i t a t i o n ,  t h i s  s t i l l  w o u l d  h a v e  b e e n  i m p o s s i b l e .

T h e  c u r r e n t  r e s t r i c t i o n  -  a n d  t h e  $ 1 0 0  m i l l i o n  l i m i t a t i o n  -  c r e a t e  
s i g n i f i c a n t  o p p o r t u n i t y  c o s t s  a n d  p l a c e  t h e  P e r m a n e n t  F u n d  a n d  t h e  
F u n d ' s  b e n e f i c i a r i e s  a t  a  c o m p e t i t i v e  d i s a d v a n t a g e .  P E R S  a n d  T R S ,  t h e  
s t a t e ' s  p e n s i o n  p l a n s  f o r  e x a m p l e ,  d o  n o t  o p e r a t e  w i t h  s u c h  r e s t r i c t i o n s .

S a f e t y  -  A l t h o u g h  $ 1 0 0  m i l l i o n  i s  a  g r e a t  d e a l  o f  m o n e y  i t  i s  o n l y  t w o -  
t h i r d s  o f  o n e  p e r c e n t  o f  a  $ 1 5  b i l l i o n  F u n d ,  a n d  i n  t h e  p a s t ,  t h e  F u n d  h a s  
m a d e  i n v e s t m e n t s  l a r g e r  t h a n  t h i s .  F o r  e x a m p l e ,  i t  h a s  n o t  b e e n  
u n c o m m o n  f o r  t h e  F u n d  t o  o w n  a s  m u c h  a s  $ 4 0 0  m i l l i o n  o f  a  s i n g l e  i s s u e  
o f  U . S .  T r e a s u r y  b o n d s .

A s  f o r  t h e  l a n g u a g e  i n  C S  S B  2 4 5 ( L & C )  w h i c h  e x p l i c i t l y  s t a t e s  t h a t  t h e  
B o a r d  o f  T r u s t e e s  h a v e  a  f i d u c i a r y  r e s p o n s i b i l i t y  t o  t h e  p e o p l e  o f  t h e  s t a t e ,

Senator Robin Taylor
April 5, 1994
Page 2



t h e  C o r p o r a t i o n  c e r t a i n l y  d o e s  n o t  o b j e c t  t o  t h e  i n c l u s i o n  o f  s u c h  l a n g u a g e .  
H o w e v e r ,  a  l e g a l  b r i e f  p r e p a r e d  f o r  t h e  L e g i s l a t i v e  B u d g e t  &  A u d i t  
C o m m i t t e e  o n  D e c e m b e r  1 ,  1 9 8 1 ,  e n t i t l e d  " T h e  P r u d e n t  I n v e s t o r  R u l e , "  
i n d i c a t e s  t h a t  t h e  s t a t u t e s  c u r r e n t l y  r e q u i r e  t h e  F u n d  t o  f o l l o w  t h e  
P r u d e n t  I n v e s t o r  R u l e ,  i n c l u d i n g  f i d u c i a r y  r e s p o n s i b i l i t y .

F o r  t h e  i n f o r m a t i o n  o f  t h e  m e m b e r s  o f  t h e  S e n a t e  J u d i c i a r y  C o m m i t t e e ,  I  
h a v e  a t t a c h e d  a  n u m b e r  o f  s u p p o r t i n g  d o c u m e n t s  w h i c h  t h o r o u g h l y  
d e s c r i b e  t h e  r a t i o n a l e  f o r  t h i s  l e g i s l a t i o n  ( s e e  b e l o w . )  I n  a d d i t i o n ,  I  w o u l d  
o f f e r  t h e  f o l l o w i n g  c o m m e n t s .

A s  o f  F e b r u a r y  2 8 ,  1 9 9 4 ,  t h e  P e r m a n e n t  F u n d  h a d  a  m a r k e t  v a l u e  o f  $ 1 5 . 7  
b i l l i o n  -  $ 1 . 0  b i l l i o n  o f  w h i c h  i s  i n v e s t e d  i n  r e a l  e s t a t e .  T h a t  m e a n s  r e a l  
e s t a t e  i n v e s t m e n t s  e q u a l  l e s s  t h a n  7  p e r c e n t  o f  t h e  t o t a l  v a l u e  o f  t h e  
F u n d .  T h e  L e g i s l a t u r e  i n  1 9 8 3 ,  w h e n  i t  o r i g i n a l l y  a p p r o v e d  r e a l  e s t a t e  
i n v e s t m e n t s  f o r  t h e  F u n d ,  a u t h o r i z e d  t h e  B o a r d  o f  T r u s t e e s  t o  i n v e s t  u p  t o  
1 5  p e r c e n t  o f  t h e  F u n d  i n  r e a l  e s t a t e ;  t h e  T r u s t e e s ,  b y  B o a r d  r e s o l u t i o n ,  
h a v e  f u r t h e r  l i m i t e d  r e a l  e s t a t e  i n v e s t m e n t s  t o  1 0  p e r c e n t ,  p l u s  o r  m i n u s  2  
p e r c e n t .

T h e  p r i m a r y  r e a s o n s  y o u r  F u n d  m a n a g e r s  a r e  s e e k i n g  c h a n g e s  t o  t h e  
e x i s t i n g  r e a l  e s t a t e  s t a t u t e  a r e :  ( 1 )  t o  g a i n  i n c r e a s e d  m a n a g e m e n t  c o n t r o l  
o v e r  t h e  F u n d ' s  r e a l  e s t a t e  i n v e s t m e n t s ;  a n d  ( 2 )  t o  h e l p  t h e  B o a r d  o f  
T r u s t e e s  r e a c h  t h e i r  r e a l  e s t a t e  a s s e t  a l l o c a t i o n  t a r g e t .  W e  h a v e  b e e n  
t r y i n g  t o  r e a c h  t h a t  1 0  p e r c e n t  t a r g e t  f o r  a b o u t  t e n  y e a r s  a n d  h a v e  n e v e r  
c o m e  m u c h  c l o s e r  t h a n  w e  a r e  t o d a y .  I t  i s  o u r  v i e w  t h a t  t h e  F u n d  w i l l  b e  
u n a b l e  t o  r e a c h  i t s  d e s i r e d  r e a l  e s t a t e  a s s e t  a l l o c a t i o n  u n t i l  t h e r e  ' r e l i e f  
p r o v i d e d  f r o m  t h e  4 0  p e r c e n t  o w n e r s h i p  r u l e .

B e s i d e s  t h e  c o n t r o l  i s s u e  a n d  t h e  n e e d  t o  m a k e  l a r g e r  i n v e s t m e n t s  t o  
r e a c h  t h e  a s s e t  a l l o c a t i o n  t a r g e t s ,  t h e r e  a r e  o t h e r  r e a s o n s  t o  a l l o w  y o u r  
P e r m a n e n t  F u n d  m a n a g e r s  t o  p u r c h a s e  u p  t o  1 0 0  p e r c e n t  o w n e r s h i p  i n  
p r o p e r t i e s .  T h e  f i r s t  i s  t h a t  t h e  F u n d  s o m e t i m e s  l o s e s  e x c e l l e n t  
i n v e s t m e n t  o p p o r t u n i t i e s  s i m p l y  b e c a u s e  s e l l e r s  a r e  u n w i l l i n g  o r  u n a b l e  t o  
w a i t  f o r  t h e  F u n d  t o  i d e n t i f y  a  c o - i n v e s t m e n t  p a r t n e r ,  o r  b e c a u s e  o u r  c o ­
i n v e s t m e n t  p a r t n e r  u l t i m a t e l y  d e c i d e s  t o  t a k e  t h e  e n t i r e  i n v e s t m e n t .

A n o t h e r  r e a s o n  f o r  c h o o s i n g  n o  d o l l a r  l i m i t a t i o n  i s  t h a t  t h e  m a r k e t  v a l u e s  
t h a t  y o u  s e e  o n  o n e  o f  t h e  a t t a c h m e n t s  b e l o w  o n l y  r e f l e c t  c u r r e n t  p r i c e s  -  
a n d  r e a l  e s t a t e  i n  t h e  U . S . ,  a s  y o u  k n o w ,  i s  c u r r e n t l y  a t  o r  n e a r  t h e  b o t t o m

Senator Robin Taylor
April 5, 1994-
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of its m ark e t  cycle. As prices rise in the fu tu re  (which they  have begun to 
do) a dollar-am ount l im ita tion  will increasingly d isadvantage  the  Fund.

A ttachm ent tfl is the Board of T rustees resolution dated  December 6, 1993 
in support of this proposed change. The T rustees adopted this resolution 
unanimously.

A ttachm ent #2 is a m em orandum  dated November 18, 1993 addressed  to 
the  Board of T rustees from our Real E sta te  Investm ent Officer. Pete  
Jeans . It  describes the specific proposed change in the P erm anen t Fund 
s ta tu te s  and  explains the need for the change from an hisrorical 
perspective.

A ttachm ent #3 is a le tte r  dated November 9, 1993 addressed  to Mr. Je a n s  
from the  Corporation's outside real esta te  consultant, Pau l Saylor. This 
le tte r  provides the  consultan t's  fiduciary opinion in support of the 
proposed change.

A ttachm en t it 4 is a le tter  dated November 16 addressed  to Mr. J e a n s  from 
the  Corporation's outside law firm, Morrison & Foerster, which also 
provides a fiduciary opinion in support of the proposed change.

A ttachm en t # 5 is a copy of an article which appeared  in the Ju ly  1993 
issue of The In stitu tiona l Real E sta te  Letter. The article, I th ink , m akes a 
compelling case from an un in te res ted  b u t expert th ird -party  perspective 
th a t  the  concept of co-investing as currently  practiced by the  A laska 
P e rm an e n t  Fund  Corporation is not necessarily  in the  Fund 's  best long­
term  interest.

A ttachm en t #6 is a lis ting of the real e s ta te  holdings of the P e rm an e n t  
Fund, broken down by size of investm ent and percentage of ownership.

A ttachm en t #7 is an o ther  m em orandum  from Mr. Je an s  to m yself 
addressing  the  issue of lost investm ent opportunities.

The F u nd  invests in real esta te  to maximize the r isk  and  re tu rn  benefits 
of diversification. T here  is nothing in the bill which would h inder  tha t,  
and  m uch th a t  would enhance it. On behalf of the  Board of T rustees, I 
request t h a t  you give the ir  concerns serious consideration.

,v*sw8«2wass&CEtf.£ur: ’■ .'J-:i> ■ L
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DATE: December 27,1993

TO: William H. Scott
Executive Director

FROM: Pet® Jeans f {  _
Real Estate Investment Officer

SUBJECT: Elimination of 40% restriction on real estate acquisitions

This memorandum should be attached to the memorandum dated November 18, 
1993 to the Board of Trustees as additional information.

The following three investment opportunities are examples that were lost by APFC 
during the past three months duo to the 40% restriction on real estate acqvimtian*.

1. Park 227
Industrial Property 
Kent, Washington

This proposed was received hum the L & B Group. The proposed investment 
included 39 acres with 5 industrial buildings, 100% leased. The total 
purchase price was $26,500,000 and the initial cash on cash was 9% after 
fees. _

After preliminary review, APFC decided to movo forward and hired Saylor 
Capital to pmorm in-depth due diligence. APFC was considering 40% and 
the Public Employees Retirement Association of Colorado (FERA) was 
considering the remaining 60%. The due diligence was completed by both 
APFC and FERA and the decision was mado to proceed with documentation. 
During this process, APFC and its attorneys could not negotiate acceptable 
buy-sell arrangements and were forced into backing out of this investment. 
FERA is proceeding to do 100%. The interesting thing on this investment is 
that it was presented to the APFC first, and we recommended PERA to the 
L & B Group as a potential partner.

INTERNAL M E M O R A N D U M  
LOST INVESTMENT 
OPPORTUNITIES



Mr. William £L Scott 
December 27,1993 
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2. 278 Post Street 
San Francisco, CA
(Retail Proparty on Union Square)

This proposal was received from LaSalle Advisors. The property is being 
converted to Nike Town and other upscale retail. The cash on cash is 
projected to be over 9% after the renovation. The total investment was 
$34,600,000. The same situation occurred as above and PERA is doing 100%.

3. Sequoia Station Shopping Center 
Redwood City, CA

This proposal was received from TCW Realty Advisors. The total purchase 
price was ^3,725,000. The initial cash on cash after fees was 9.33%. The 
proposal was presented to APFC toward the end of October and tha seller 
required a dosing by December 15,1993. We looked at the property and 
were interested in proceeding. TCW was unable to locate co-investors that 
could close by the December deadline. As a result, we lost the opportunity to 
consider this investment.

As more institutional dollars are made available for real estate, it is going to 
become more and more difficult for APFC to become involved in the better 
investments unless we can control the investment. In order to do this, we need to 
have the flexibility to go up to 100% on some of the smaller investment 
opportunities.
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LEG ISLATIVE BUDGET AND A UD IT  COM M ITTEE

Division o f  Legis la t ive  Audit

M E M O R A N D U J V I

P O. Box 113300 
Juneau, AK 99811-3300  

(907) 465-3830  
FAX (907) 465-2347

TO :

FR O M :

The  Honorable Rob in Ta y lo r, Chairman 
Senate Jud ic ia ry Comnpttee

Randy S. W e lke r 
Leg is la tive  A u d ito r

D A T E :  M arch 18. 1994

RE: Reimbursable Service Agreements (RSAs) - CS fo r House B ill 374 (FIN)

Last fall, we issued the accom panying audit report on the Com m iss ione rs O ffice  ot the 
Department o f Health and Social Services, The  audit c ritic ized  the department to r the 
method used to increase the appropriation fo r the comm issioner’s o ffice —  inappropriate use 
o f RSAs .

A  legal memorandum  included as an appendix on page 17 o f the report from the D iv is ion  
o f Legal Services stated:

It is apparent that the use o f  an RSA to effectuate transfers betw een  
appropria tions within a departm ent, the net effect o f  which is to circum vent 
the leg isla ture 's  enacted  expenditure authority fo r  the departm ent, is an abuse  
o f  the RSA system .

Reimbursable Service Agreements arc a va lid  method fo r one agency to acquire services 
from another agency. A  January lis ting o f RSAs (attached) produced by the O ff ic e  and 
Management and Budget shows in excess o f $124.6 m illio n  in R S A  a c tiv ity  to date in 
F Y  94. The re fo re , we believe that statutory c la rifica tion is warranted.

W h ile  we do not believe that legislation can be drafted that w ill prevent all inappropriate use 
o f RSAs, we do believe that c la rifica tion can he added to statute to better define the 
a llowable uses o f  RSAs.



Senator Robin Taylor -2- March 18. 1994

I he attached legislation provides the c la rifica tion  w ithout undu ly restricting the ab ility  o f 
agencies to acquire services from one another. The b ill cmphasi7.es two basic elements o f  
ti va lid  agreement: legal authority to enter the agreement and b illin g  fo r services based on 
actual costs o r a cost a llocation m ethodology approved by the O ffice  o f Management and 
Budget.

A  Reim bursable Service Agreem ent should be just that —  a reimbursement fo r the actual 
cost o f  a quantifiab le service actua lly provided.

Please contact me if  you  have any questions o r i f  I can p rov ide additional in fo rm ation . 

Attachments

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT



F Y  94 R S A  T R A N S A C T IO N S  ID E N T IF IE D  B Y  R E Q U E S T IN G  A G E N C Y
AS  O F  J A N U A R Y  14.1994

Request inti Department Am oun t

O ffice  o f the G ove rno r $ 5.957,500
Department o f  Adm in is tra tion 7,284,300
Department o f  Law 4,536,300
Department o f Revenue 2,362,000
Department o f  Education 1 1,396.200
Department o f  Health and Social Services 44.990,600
Department o f Labo r 3,688,900
Department o f Com merce and Econom ic Development 1,111,800
Department o f M ilita ry  and Veterans A ffa irs 2,193,600
Department o f Natural Resources 3,557,800
Department o f Fish and Game 2,968,400
Department o f Pub lic Safety 3.1 18,000
Department o f  Environm enta l Conservation 2.910,800
Department o f  Corrections 5.631.600
Department o f C om m un ity  and Regional A ffa irs 2.182.200
Department o f  Transportation and Public Facilities 20,137.900
Ombudsman 3,300
Legis la tive A ffa irs 107,100
D iv is ion  o f  Leg is la tive  Finance 5.100
D iv is ion  o f Leg is la tive  A ud it 2.400
Alaska Court System 98,100
Un ive rs ity  o f  A laska 401.600

T O T A L  IN T E R / IN T R A - D E P A R T M E N T A L  RSAs $ 124,645.500

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT
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L E G I S L A T I V E  B U D G E T  A N D  A U D I T  C O M M I T T E E

D I V I S I O N  O F  L E G I S L A T I V E  A U D I T

The Legislative Budget and Audit Committee is a 
permanent interim committee o f the Alaska 
Legislature. The committee is made up o f five 
senators and five representatives, with one alternate 
from each legislative chamber. The chairmanship of 
the committee alternates between the two chambers 
every legislature.

The committee is responsible for providing the 
legislature with audits o f stale government agencies. 
The programs and activities o f stale government now 
cost more than S5 billion a -ear. As legislators and 
administrators try increasingly to allocate suite 
revenues effectively and mo*e government work more 
efficiently, they need information to ev;duatc the work 
o f governmental agencies. 'Hie audit work performed 
by the Division o f Legislative Audi, helps provide 
that information.

As a guide to all their work, die Division of 
Legislative Audit complies with generally accepted 
auditing standards established by the American 
Institute o f Certified Public Accountants and with 
government auditing standards established by the U.S. 
General Accounting Office.

Audits arc performed at the direction o f the 
Legislative Budget and Audit Committee. Individual 
legislators or committees can submit requests for 
audits o f specific programs or agencies to the 
committee for consideration. Copies o f all completed 
audits arc available from the Division o f Legislative 
A udit’ s offices in either Anchorage or Juneau.

BU D G ET A N I) A U D IT  C O M M IT T E E

Senator Randy Phillips, Chairm an
Senator A l Adams
Senator Steve Frank
Senator Steve Rieger
Senator Bert Sharp
Senator Jay K erttu la  (alternate)

Representative T e rry  M a rtin , Vice C hair 
Representative John Davies 
Representative M a rk  Hanley 
Representative Ron Larson 
Representative Eileen MacLean 
Representative Sean Parneil (alternate)

D IV IS IO N  O F L E G IS L A T IV E  A U D IT

Randy S. W elker, CPA 
Legislative Aud itor 

M erle R. Jenson, CPA 
Deputy Legislative A u d ito r

P.O. Box 113300 
Juneau, Alaska 09811-3300

(007) 465-3830, Juneau 
(907) 561-1445, Anchorage 
(907) 465-2347, Juneau FA X
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A LA SK A  ST A T E  L E G ISL A T U R E
LEG ISLATIVE BUD G ET  AND A UD IT  COM M ITTEE

Division o f Legislative Audit

Ju ly  2, 1S93

P.O. Box 113300 
Juneau, AK  99811-3300  

(907) 465-3830  
FAX (907) 465-2347

Members o f the Leg is la tive  Budget 
and A u d it  Committee:

In  accordance w ith  the provisions o f T it le  24 o f  the A laska Statutes, the attached report is 
submitted fo r yo u r rev iew .

D E P A R T M E N T  O F  H E A L T H  A N D  S O C IA L  S E R V IC E S  
C O M M IS S IO N E R ’S O F F IC E  

F U N D  T R A N S F E R S  A N D  R E L A T E D  E X P E N D IT U R E S

Ju ly  2, 1993

A u d it  Contro l Num ber

06-4465-93

Th e  audit addresses the circumstances and legal basis surrounding the Department o f Health 
and Socia l Services com m issioner’s o ffice  use o f Reimbursable Services Agreements (RSAs) 
to obtain funds from  operating d iv is ions to supplement the comm issioner’s o ffice  budget. 
W e  also attempted to ascertain whether the d ivis ions transferring funds to the 
Com m iss ione r’s o ffice  were rece iv ing services d ire c tly  related to those transferred funds and 
how  the funds were expended. The  report also addresses the purpose and concept o f RSAs .

The  audit was conducted in accordance w ith  governmental performance aud iting standards. 
F ie ld w o rk  procedures u tilized  in the course o f  deve lop ing the find ings and discussion 
presented in this repo it are discussed in the Ob jectives, Scope, and M e thodo logy section o f  
this report.

/ i  j  ..

R and y S /W e lke r, C P A  
Legis la tive  A u d ito r
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O B JE C T IV ES. SCOPE, A N D  M E T H O D O LO G Y

In accordance w ith  T itle  24 o f  the Alaska Statutes and a special request by the Legislative 
Budget and A ud it Committee, an audit was conducted to address the circumstances 
surrounding the Department o f Health and Social Sendees (DHSS) com m issioner’s o ffice  use 
o f Reimbursable Services Agreements (RSAs) to obtain funds from  operating d ivis ions to 
supplement the com m issioner’ s o ffice  budget.

Objectives

The prim ary objective o f  this report is to document the circumstances and issues surrounding 
D H SS ' use o f  RSAs to supplement the department’s commissioner o ffice  budget. Secondary 
objectives were to evaluate the legal basis for those mud transfers and to identify  whether 
or not D H SS ' use o f RSAs for this purpose was proper.

Scope

We focused our review prim arily  on DHSS com m issioner’s o ffice  expenditures for fiscal
years 1992 and 1993. RSA transactions between operating d ivisions and the com m issioner’s
office , and the legal authority for those transactions.

M ethodology

Our evaluation o f the decision to utilize RSAs to supplement the com m issioner's office
budget involved review and analysis o f  the fo llow ing  documents and interviews:

1. Fiscal years 1991 - 1993 RSAs between the com m issioner’s o ffice  and DHSS 
operating divisions.

2. DHSS documents showing the methods used to allocate the com m issioner's o ffice  
expenditures to the funding operating divisions.

3. An assessment o f the nature and extent o f  the services rendered by the 
com m issioner's o ffice  to the funding operating divis ions through inqu iry  and review 
o f expenditures.

4. Review o f legal memorandum issued by the Leg islative A ffa irs  Agency. D iv is ion  
o f Legal Services.

ALASKA STATE LEGISLATURE -1 DIVISION OF LEGISI-ATlVfi AUDIT



Discussions were held w ith  the fo llo w in g  personnel:

D irecto r. DHSS  D iv is ion  o f Adm in is tra tive  Services 
Adm in is tra tive  Assistant, DHSS D iv is io n  o f  Adm in is tra tive  Services 
Budget Ch ie f. DHSS
D irecto r. DHSS  D iv is ion  o f Pub lic  Assistance
D irecto r, DHSS D iv is ion  o f M edica l Assistance
Finance O ff ic e r. DHSS D iv is ion  o f F a m ily  and You th  Services
D irecto r. DHSS  D iv is ion  o f Pub lic  Health
D irecto r. DHSS  D iv is io n  o f A lcoho lism  and D rug  Abuse
A c t in g  D irecto r. D iv is io n  o f Mental Health and Developm ental D isabilities
A ccoun tin g  Supervisor, DHSS
Budget Ana lys t. O ffice  o f Management and Budget
D irecto r, D iv is io n  o f Budget Review , O ffice  o f Management and Budget
Budget Ana lys t. D iv is ion  o f  Legis la tive  Finance
Counsel. Leg is la tive  A ffa irs  Agency, D iv is ion  o f Legal Services
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ORGANIZATION A N D  FUNCTION

The Department o f  Health and Social Services (D H SS) O ffice  o f  the Com m issioner  
represents the governor o f  Alaska on health and social services issues and provides executive  
leadership in fulfilling the governor's goals.

The office  defines and clarifies policy; has final review  authority o f  department programs; 
provides a unified focus for management direction and program coordination am ong the 
divisions; and represents the department in addressing private providers, federal delegations, 
and the legislature.

Within the O ffice  o f  the Com m issioner are two deputy com m issioners who are responsible  
for Direct Services Programs and Financial Programs, the department's special assistant for 
legislative affairs and the department's information officers.

The department works with a number o f  citizen advisory boards. Their m em bers include 
citizens appointed by the governor for the purpose o f  advising the department about polic ies  
concerning health and social service programs.

Within the department are the following divisions and programs:

Division o f  Administrative Services

Budget. Personnel, and Payroll; Facilities; Finance; Planning; and Supply  
Sections.

Division o f  Family and Youth Services

Adult Protective Services, Foster Care, Residential Child Care, Family  
Services. Early Intervention Services, Youth Corrections, and Social  
Services Block Grants.

Division o f  Mental Health and Developmental Disabilities

Com m unity Mental Health Centers, Com m unity support for the 
D evelopm entally  Disabled, Alaska Psychiatric Institute, Harborview  
Developmental Center. Alaska Youth Initiative, Mental Health Housing  
Project, Village Suicide Prevention Program. V illage Research and 
Demonstration Projects, Youth Peer Helper Program, and Alaska Family  
Resource Specialist Program.
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Division of Public Assistance

Aid to Families with Dependent Children, Food Stamps, Medicaid. General 
R elie f  Assistance, General R elief  Medical, Energy Assistance, Adult Public 
A ssistance, and Alaska Work Program (JOBS).

Division o f  Medical Assistance

Medicaid payments. General R elief  Medical payments. Medical Care 
Advisory Com m ittee, and Certification and Licensing.

Division o f  Public Health

Public Health Nursing; Epidem iology; Maternal, Child, and Family Health; 
Public Health Laboratories; Emergency Medical Services; Bureau o f  Vital 
Statistics; and Health grants.

O ffice o f  A lcoholism  and Drue Abuse

A lcohol and Drug Abuse Programs, Alcohol Safety Action Program, 
Alcohol Prevention Programs, Youth Substance Abuse Programs, Inhalant 
Abuse Services, Inmate Substance Abuse Programs, and Federal Block  
Grants.
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AUDITOR'S CONCLUSION

By using unbudgeted Reimbursable Services Agreements (R SA s). the Department o f  Health 
and Social Services  (D H S S ) effectuated fund transfers between appropriations lor at least the 
past three fiscal years, which is contrary to law. Additionally, by utilizing these funds 
differently than originally budgeted for. D H SS violated the spirit and intent o f  the 
legislature's appropriation authority.

As discussed in greater detail in the Auditor's Analysis section o f  this report, D H SS  
determined that the funding levels  provided by the legislature and approved by the governor  
were insufficient to meet the com m issioner's  operating needs. The appropriations to the 
com m iss ioner 's  o ffice  in FY 92  and FY 93 were less than the agency had requested. Rather 
than adapting to the reduced funding levels, the com m issioner 's  office continued to expend  
at levels  originally requested by the agency. To fund the anticipated over-expenditures, 'he 
com m iss ioner 's  o ffice  executed R SA s with seven divisions within the department 
approximating $ 2 6 4 ,7 0 0  and $93 ,900  in fiscal years 1992 and 1993, respectively. Contrary 
to proper use. these R SA s were not initiated based on a discernable or identifiable scope ot 
services that the com m issioner 's  o ffice  would render to those seven divisions, but rather were  
based on a desired funding level beyond that authorized. Lacking an identified scope o f  
services at the time the RSA was executed to measure against, these R SA s did not create the 
contractual relationship (and therefore obligation) that should exist between a requesting and 
servicing agency.

The method by which the com m iss ion er’s office  expenditures were charged against the RS/  
further supports the conclusion  that there was no basis for the R SA s other than the need to 
maintain expenditures within the com m iss ioner’s o ffice  at their desired, rather than 
appropriated, levels.

Our review o f  the com m issioner 's  o ffice  expenditures charged to the various divisions  
budgets identified a number o f  transactions that are o f  debatable benefit to those divisions.  
For exam ple , we question what benefits the D ivision o f  Family and Youth Services received  
by paying for "fashion accessories" for foreign dignitaries, custom ized stationary, and travel 
to Russia.

Additionally, the com m iss ioner 's  office  personal services expenditures charged against the 
FY 92 RSA and allocated to the various divisions included costs for three positions which  
were not funded by the legislature.

This m ethod o f  financing operational needs beyond that appropriated by the legislature is not 
limited to D H SS. W e have been informed that other departments use R SA s to transfer 
operating funds from various divisions to fund activities in other operational areas. Recent  
exam p les  o f  using R SA s to avoid legislative appropriation —  or in response to an 
appropriation —  include the Media Center within the O ffice  o f  the Governor. Another  
exam ple  is the Department o f  Administration's plans for establishing a video teleconference  
network by transferring funds from departmental travel budgets, despite the p c s ib i l i ty  that

MASK \ STAFF I.FGISIXTURE -5- mVISION OF LFGISI Al'IVI; AUDIT



those departments may not utilize the network. W e believe  these types o f  funding decisions  
for programs or activities are within the purview o f  the legislature.

Other than indirect references in AS 36 .30  (state procurement code), the Alaska Statutes are 
relatively silent on the purpose and use o f  RSAs. A s  evidenced by the above, R S A s can 
effectuate a transter o f  expenditures between appropriations to circum vent the legislature’s 
appropriation authority. W e recommend that the legislature consider legislation which would  
statutorily define the legitimate purposes and uses o f  R SA s.
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A U D IT O R 'S  A N A L Y SIS

In 19X1. the O ffice  o f  Management and Budget (O M B ) requested an opinion from the 
Department o f  Law as to whether or not an appropriation to the com m issioner  o f  the 
Department o f  Health and Social Services (D H S S ) could be used to pay expenses  o f  the 
Board o f  Parole.

The Attorney General issued a memorandum, stating in part:

The hoard  o f  paro le  is located within the D epartm ent o f  H ealth and  Socia l 
Services. A S  S S .I5 .0 I0 . The com m issioner o f  health  a nd  socia l services is 
the head  o f  that departm ent. A S  44.29.010. O ne o f  the duties o f  the  
departm ent is to adm inister health  and  socia l services program s.
A S 44 .29 .020 . probation  and  parole, h i  A ll com m issioners o f the principal 
departm ents have broad  supervisory authority over a ll fu n c tio n s  o f  their  
departm ents. A S  44.17. B ecause o f  this rela tionship , we have long taken the  
position  that an appropriation to the office o f  the com m issioner o f  any  
departm ent is. unless o therw ise validly restricted, a lum p-sum  appropriation  
to the departm ent. That is so here.

A ccord ing ly , m oney appropria ted  to the office o f  the com m issioner o f  health  
a n d  socia l services m ay be expended  in support o f  the board  o f  parole.

In the fall o f  1990 (FY 91), the former D H SS com m issioner  approved an unbudgeted  
Reimbursable Services Agreem ent (R SA ) which provided additional funding to the 
com m iss ioner 's  office . O ffice  o f  Personnel and Payroll, and the D ivision o f  Administrative  
Services. The RSA. in the amount o f  $234 ,600 . was funded by the D ivisions o f  Public  
Assistance. Medical Assistance. Family and Youth Services, Public Health, A lcohol and Drug  
Abuse, and Mental Health and Developmental Disabilities. O f that amount, the 
com m issioner 's  o ff ice  received $49 ,900  which was intended to cover travel expenditures for 
the com m iss ioner 's  o ffice  for com m issioner related travel to attend “high level management"  
meetings.

It appears that the authority which D H SS used to execute the RSA was the Attorney  
G eneral's 19X1 memorandum cited above. However, the funding for the “high level 
management" R SA s is not comparable to the 19X1 situation nor is it addressed in the 
memorandum. Rather than providing funding from the O ffice  o f  the C om m issioner to 
operating divisions within D H SS. these RSAs are transferring funds from operating divisions  
to the com m iss ioner 's  o ffice.

C om m issioner's  o ffice  R SA  use continues despite budget reductions and governor veto

In FY 92 with the change in administration, the present D H SS com m issioner continued the 
practice o f  using unbudgeted R S A s to fund the operations o f  the com m issioner's  office. For
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FY 92 the com m issioner  requested funding for his office  in the amount o f  $ 8 91 ,400 , which  
included $7 7 5 ,1 0 0  for e leven positions. This was amended down by the G overnor's O ffice  
to a request o f  $825 ,900 , which included $ 7 1 2 ,8 0 0  in personal services for ten positions. 
However, the I louse. Senate, and Conference C om m ittees each recom m ended a funding level 
o f  $624 ,900 , allocating $511 .800  to personal services for funding o f  seven positions. The  
legislature's appropriation o f  $ 6 2 4 ,900  was further reduced by a governor's veto in the 
amount o f  $1 ,500 , for an authorized budget o f  $623 ,400 . This level o f  funding represented 
a $ 2 68 ,000  reduction from the com m iss ioner’s request (o f  which the largest reduction was  
in personal services in the amount o f  $263 ,300).

In response to the $ 6 2 3 ,400  budget approved by the legislature and governor, on July 2, 
1991 (two days into the new  fiscal year) D H SS internally determined the com m issioner 's  
office  required $ 8 8 8 ,1 0 0  to cover operating expenditures for FY 92 . representing a $ 2 6 4 ,7 0 0  
shortfall (which approximates the reduction in personal services). See Exhibit "A" below.

$1000 .0

$800.0

DHSS Commissioner’s Office 
FY 92 Funding Sources

f|] Inter Agency Receipts H  General Fund 
g  General Fund Match 68 Federal Receipts

Budget Act ($823.4) Final Budget ($888.1) 
(Including unbudQotod RSA ])

Exhibit A

To accom m odate the shortfall. D H SS established an unbudgeted RSA in the amount o f  
$264 ,700 . The com m issioner's  office  expenditure authority was increased by this amount  
with contributions from the D ivisions o f  Administrative Services, Public Health. Medical  
Assistance. Public Assistance. Family and Youth Services, Mental Health and Developm ental  
Disabilities, and A lcoholism  and Drug Abuse. A lso  as stated above, in its FY 92 governor's  
amended budget subm ission, the com m issioner's  o ffice  had requested funding for ten 
positions. The House. Senate. Conference Com m ittees, and final budget act funded seven
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o f  those positions. D H SS used the FY 92 RSA to fund personal services at the level the 
com m issioner's  o ffice  originally requested.

DH SS acknow ledges com m issioner office RSAs impacts program service delivery

In FY 93 D H SS budgeted for reinstatement o f  general fund m onies in the amount o f
$22().(>0(). In its "Form C 5"  increment/decrement request D H SS stated that if  general fund
m onies are restored no additional RSAs would be required, while also acknow ledging  
"because the RSA im pacts program  service, a d e c is : ) i was m ade to reinsta te genera l fu n d s  
via an increm ent fo r  services provided  by the Com m  ssio n er 's  O ffice.''

O M B  approved the funding level, however, c ia n g e d  the funding source from general lund 
to inter-agency receipts. While reducing the agency request by $73 ,500 , the legislature and 
governor did approve the $220 ,000  inter-agency funding source. H owever, in 
Decem ber 1992. the com m issioner's  office was once  again projecting a shortfall. In a
memorandum to all division directors the com m issioner noted:

I have review ed  the current status o f  the C om m issioner's  O ffice budget and  
have detet m ined  that it is in the best interest o f  the D epartm ent to continue  
I- Y9.) at the current rate o f  expenditure. This w ill require additional fu n d s  
fro m  each division . . .

The com m iss ion er ’s o ffice  then executed R SA s with the seven divisions mentioned  
previously in the amount o f  $93,900. increasing total inter-agency receipt authorizations to 
the com m issioner 's  office  to $31 K.600. See Exhibit "B" below.

$1000 .0

$800.0

DHSS Commissioner’s Office 
FY 93 Funding Sources

__________________Final B u d o o i  t h r o u g h  t e - 3 ( H ? 3 _____________________B u d g «  t h r o u g h  {
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Legal opinion condem ns PUSS* use o f  RSAs to transfer expenditures

At the request o f  Representative Nordlund who was interested in D H SS funding methods, 
the D ivision o f  Legal Services, Legislative Affairs A gency  issued a memorandum opinion  
in February 1993. The memorandum (see Appendix “A ”) states in part:

You hove asked  w hether certain transfers o f  appropriations fro n t program s  
in the D epartm ent o f  H ealth and Social Services to the com m issioner s 
office  through the use o f  reim bursable service/ s /  agreem ents (R SA 's) were  
appropria te. The short answ er is no.

The memorandum further states:

I f  the leg isla ture had  w anted the com m issioner's  o ffice to fu lfill the  
func tions funded  by the R S A 's . the legislature w ould  have appropria ted  the  
m onev to the com m issioner rather than to the program s. It is hard  to 
conceive o f  a m ore b latant violation o f  AS 37.07.0H 0(e) than the  
m anipu la tion  o f  the H ealth  and  Socia l Services budget described by  
/L eg isla tive  F inance/.

A s was questioned in the legal opinion, we also question the method by which the 
com m iss ioner 's  o ffice  allocated costs  to the various operating divisions. The com m issioner's  
office  allocated costs  to ah ihe divisions based upon the percentage relationship between each 
divisions personal services budget to the total departmental budget allocated to payroll. 
Allocation o f  costs  under R SA s should be based upon the cost o f  a direct benefit received  
by the reque.Tng (paying) agency and not a formula that does not take into consideration  
whether cr not a direct benefit was received.

Lxpcnditure review raises questions on benefit to departmental programs

Our review ol expenditures occurring in the com m iss ioner’s office  and charged against the 
R SA s to the various divisions identified a number o f  transactions for which there was no 
discernible benefit to the d ivisions providing the funds. That is one o f  the basic precepts o f  
RSA usage - that there exists  a relationship between the two agencies party to the contract 
and that a direct, identifiable benefit is received by the agency providing the funds.

As shown in Lxhibits “C" and “ D" on the fo llowing page, FY 92 and FY 93 com m issioner's  
office  expenditures exceeded  that budgeted by the legislature and approved by the governor, 
most notably i:i the areas o f  personal services, travel, and contractual (expenditure data for 
FY 93 is through July 13. 1993 - additional expenditures are anticipated before the c lose  o f  
the accounting period for FY 93).
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Personal Services

As discussed earlier, in FY 92 DH SS com m issioner's  o ffice  had requested funding for e leven  
positions, which the governor's o ffice  reduced by one position for a total o f  ten. The  
legislature approved a funding level which provided for seven positions. In response to the 
legislature's appropriation and a governor’s line item veto, the com m iss ioner’s office  
increased its personal services budget by using R SA s to transfer payroll expenses, thereby  
allow ing the com m issioner  to fill three additional positions that were not originally funded.

In FY 93 . the com m issioner's  o ffice  requested and received funding for the ten positions.

Travel

As shown in Exhibits "C" and “ D .” D H SS com m issioner's  o ffice  travel expenditures in both 
fiscal years 1992 and 1993 exceeded the amounts originally budgeted by 96% and 41% (as 
o f  July 13. 1993) respectively. The funds to accom m odate the amount o f  travel beyond that 
originally budgeted cam e from the seven operating divisions within D H SS with whom  the 
com m iss ioner  established RSAs. Com m issioner's  office  travel expenditures charged to the 
divisions funding the R SA s included numerous trips between Juneau and Anchorage offices  
and other Alaska destinations by a number o f  com m issioner's  o ffice  staff; travel to Seattle, 
Atlanta. South Carolina, and South Dakota to attend a variety o f  health conferences; mental 
health facilities inspections in Copenhagen and attendance at a health conference in 
Reykjavik. Iceland; and at the request o f  the governor, travel to 'lie former USSR to perform 
ground work in the preparation o f  the governor's trip to M oscow .

While these and other travel expenditures may have plausible explanations as to the benefit 
received for the operation o f  the com m issioner's  office  or the enlightenment o f  the 
com m iss ioner 's  office  staff, we question the direct benefit provided to the various divisions  
which funded the travel.

Other Services and Charges

Similar to travel expenditures, as shown in Exhibits "C” and “D." Other Services and 
Charges (O SC ) expenditures in FY 92  and FY 93 exceeded  that originally budgeted by 56%  
and 50% (as o f  July 13. 1993). respectively. Once again the funds used to pay for the 
com m iss ioner 's  office  charges that exceeded the original budget were those transferred from 
other d iv is ions within D H SS via the RSAs.

C om m iss ion er 's  o ffice  O SC expenditures charged to the operating divisions via RSA  
included numerous purchases o f  film, photo developm ent, and picture frames; telephone  
charges; numerous and varied newspaper and m agazine subscriptions; purchases o f  gifts and 
"fashion accessories" for visiting officials; rental o f  the Anchorage Egan Civic and 
Convention Center for departmental in-service day; printing services; minor Anchorage o ffice  
renovations; o ffice  supplies; comm unication equipment; rental o f  booth space at Anchorage  
Fur Rondy; equipment rental; and contract for the provision o f  video taping services to
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D H SS. Additional supply purchases consisted of: custom ized  stationary lor the 
com m issioner, various office  supplies, photographic services, and drafting supplies,

We question what benefit is received by agencies such as Public Health, Medical Assistance,  
and Family and Youth Services by their paying for items such as personalized stationary lor 
the com m issioner, gifts lor foreign dignitaries, or foreign polit ical/goodwill  travel. W e agree 
with the D H SS acknow ledgem ent that use o f  R SA s to fund the com m iss ioner 's  o ff ice  
operations does impact program services delivered by other divisions within D H SS.
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FINDINGS A N D  R E C O M M E N D A T I O N

The leuislnturc should consider amending statute to define and clarify the proper u s -me o f  
Reimbursable Services Agreements (RSA s) between state agen c ies .

In our opinion the Department o f  Health and Social Services (D H SS) circum vented the 
legislature's appropriation authority by executing R SA s to recoup funding lost through 
legislative mandated budget reductions and a veto o f  the governor.

It is clear that D H SS' use o f  RSAs to restore funding cuts made to the com m issioner 's  o ffice  
violates AS 37.()7.()KO(e), which states in part. "transfers m ay not be m ade betw een  
appropria tions except as provided  in an act m aking the transfers betw een appropriations. 
The power o f  appropriation rests with the legislature. In FY 92 the legislature appropriated 
less funds to the D H SS com m issioner's  office than was requested. In addition to legislative  
funding reductions, the governor further reduced the com m iss ioner’s budget using the line 
item veto. However, rather than adapting to the legislative and executive mandated budget 
reductions, the com m issioner's  office  used R SA s to obtain funding from d iv is ions within the 
department which restored the com m issioner’s budget to near the full amount originally  
requested.

RSAs. used properly, are a means to obtain legitimate goods and services from other state 
agencies. These agreements are. in effect, a binding contract between the two agencies —  
there is a contractual relationship between the two parties where there is an exchange o f  
identifiable goods  and services and payment for those goods and services. The party 
providing the goods and/or services must have the legal authority to do so, and the party 
paying for the goods or services must have the legal authority and funds to do so. U sing  
R SA s in the manner that DH SS did to restore funding to the com m iss ion er’s o ff ice  is an 
inappropriate use o f  the RSA.

The Alaska Statutes are silent on the intent, purposes, and uses o f  RSAs. To avoid similar  
abuses and diminish the subjectivity inherent in RSA activities in the future, we believe  that 
statutes should be amended to define the circumstances when RSAs can, and cannot, be used  
by state agencies.

Recommendation No. I
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DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

(907) 405-3807 or 405-2450 
FAX (907) 405-2029 
Mail Slop 3101

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

M E M O R A N D U M February 17, 1993

SUBJECT: Transfer o f  Appropriations in D ep a itm en t  o f  Health and Social 
Services (Work Order No. 8-LS0639)

TO: Representative Jim Nordlund

FROM: David R. Dierdorff  
Revisor o f  Statutes

You have asked whether certain transfers o f  appropriations from programs in the  
D epartm ent o f  Health and Social Services to the com m issioner’s office through the  
use o f  reimbursable service agreem ents ( R S A ’s) were appropriate. T he short answer  
is no.

In the interest o f  time and space, 1 will not recite the factual background. It is set  
out in the attached m em o from Nancy Siagle.

There  is no explicit statutory authority for R S A ’s as such, but there is one  statutory  
reference io  them (A S  47.65.100(b)). AS 36.30.700 - 36.30.790 in the procurem ent  
code  provide for various intergovernmental agreem ents. Except for those provisions, 
agreem ents  betw een governm ent entities are exem pt from the procurem ent code.  
S ee  A S  36.30.850(c). T he provisions found in AS 36.30 are apparently the base  
authority for R S A ’s.

R S A ’s are used when one agency (usually a departm ent) purchases a service from  
another agency, such as the central te lephone  services provided by the D epartm ent  
o f  Administration. It is apparent that the use o f  an R S A  to effectuate transfers  
betw een  appropriations within a depa.rtment. the net effect o f  which is to circumvent 
the legislature’s enacted  expenditure authority for the department, is an abuse o f  the  
R S A  system.

T he basic rule for transfers o f  appropriated m oney is that administrative transfers  
may be m ade between and am ong allocations and other items o f  expenditure in an 
appropriation, but not betw een appropriations except by act o f  the legislature. 
AS 37.07.080(e). Further, a state agency may not "employ additional em ployees , or
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Representative Jim Nordlund  
February 17, 1993 
Page 2

expend m oney or incur obi.gations except in accordance with law and [a] properly  
approved operations plan." A S 37.07.080(d).

T h e  executive branch has relied on a brief attorney general’s opinion letter dated  
April 13, 1981. This reliance is misplaced. The opinion dealt with a situation w here  
the com m issioner’s office had extra m oney and used som e o f  it for direct program  
support. Clearly, because the com m issioner is responsible for the execution o f  all 
duties o f  the department, it is appropriate for the com m issioner’s budgeted funds to  
be used to support a program that may be short o f  funds. The opinion letter  
described appropriations to the com m issioner as ' a lump-sum appropriation to the  
department."

In the instant case, program m oney is being used by the comm issioner to support  
departm ent-wide activities. Although the burden on each  program is proportional  
to the size o f  the program (measured by its budget for personal services), there is no  
indication that the benefit to the program is proportional to its contribution. T o  the  
extent that a program receives no proportional benefit, the RSA effects a prohibited  
transfer between appropriations. Further, while the comm issioner may have the  
power to perform any duty assigned to the department, units within the departm ent,  
such as divisions, do not necessarily have the power to perform functions perform ed  
by the comm issioner. It is basic to the concept of R S A ’s that the unit purchasing the  
services (in this case the various program units o f  the departm ent) have the authority  
to perform all o f  the functions (services) that they are purchasing. It is questionable  
whether that authority exists in the instant case.

If the legislature had wanted the com m issioner’s office to fulfill the functions funded  
by the R S A ’s, the legislature would have appropriated the money to the com m ission­
er rather than to the programs. It is hard to conceive o f  a more blatant violation o f  
A S 37.07 .080(e) than the manipulation o f  the H ealth and Social Services budget  
described by Ms. Slagle.

T h e  review o f  this situation suggests that it might be appropriate for the legislature  
to address the subject o f  R S A ’s and other m ethods o f  contracting betw een and within  
agencies. It is obvious that R S A ’s can serve a salutary puroose in government. It is 
also obvious that they can be abused and used to circumvent legislative spending  
decisions.

D R D :m i
93-028.mai

Attachm ent

-18-



WALTER J. NICKEL, GOVERNOR

TH E O D O R E  A. MALA, C O M M IS S IO N E R

8J>EBIT . OF HEAI/TM AND SOCBA1, SERVICES P.O. B O X  110650
JUNEAU, ALASKA 9 9 8 1 1 -0 6 5 0
P H O N E: (907) -1 6 5 -3 0 8 2

D IV IS IO N  O F  ADM IN ISTRATIVE  SE R V IC E S

O c t o b e r  11, 1993

R a n d y  S . W e l k e r
L e g i s l a t i v e  A u d i t o r
A l a s k a  S t a t e  L e g i s l a t u r e
L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e
D i v i s i o n  of L e g i s l a t i v e  A u d i t
P.O. B o x  1 1 3 3 0 0
J u n e a u ,  A l a s k a  9 9 8 1 1 - 3 3 0 0

leg islative aud it

D e a r  Mr. W e l k e r :

T h i s  is in r e s p o n s e  to the c o n f i d e n t i a l  p r e l i m i n a r y  a u d i t  r e p o r t  on 
the D e p a r t m e n t  of H e a l t h  a n d  S o c i a l  S e r v i c e s  C o m m i s s i o n e r ' s O f f i c e  
F u n d  T r a n s f e r s  a n d  R e l a t e d  E x p e n d i t u r e s ,  J u l y  2, 1993.

R e c o m m e n d a t i o n  No. 1

Th e  l e g i s l a t u r e  s h o u l d  c o n s i d e r  a m e n d i n g  the s t a t u t e  to d e f i n e  a n d  
c l a r i f y  the p r o p e r  u s a g e  of R e i m b u r s a b l e  S e r v i c e s  A g r e e m e n t s  ( R S A ) 
b e t w e e n  s t a t e  a g e n c i e s .

T h e  D e p a r t m e n t  of H e a l t h  a n d  S o c i a l  S e r v i c e s  h a s  no  o p i n i o n  o n  y o u r  
r e c o m m e n d a t i o n .  H o w e v e r ,  w e  s t r o n g l y  d i s a g r e e  w i t h  the a u d i t o r ' s  
o p i n i o n  t h a t  t h e  D e p a r t m e n t  of H e a l t h  a n d  S o c i a l  S e r v i c e s  (DHSS) 
c i r c u m v e n t e d  t h e  l e g i s l a t u r e ' s  a p p r o p r i a t i o n  a u t h o r i t y  b y  e x e c u t i n g  
R S A s  t o  r e c o u p  f u n d i n g  l o s t  t h r o u g h  l e g i s l a t i v e  m a n d a t e d  b u d g e t  
r e d u c t i o n s  a n d  a v e t o  of the g o v e r n o r .

R S A s  a r e  v i e w e d  b y  D H S S  as c o n t r a c t u a l  o b l i c r a t i o n s  b e t w e e n  a g e n c i e s  
r a t h e r  t h a n  t r a n s f e r s  of funds. D H S S  c o n s i d e r s  the R S A  in q u e s t i o n  
as a n o r m a l  f u n d i n g  n e c e s s i t y  for e f f e c t i v e  m a n a g e m e n t  to 
a c c o m p l i s h  t h e  o b j e c t i v e s  a n d  g o a l s  of the d e p a r t m e n t .  T o  a t t a i n  
t h e s e  o b j e c t i v e s  a n d  goals, D H S S  m a n a g e m e n t  p h i l o s o p h y  v i e w s  th a t  
s e r v i c e  a n d  a s s i s t a n c e  p r o g r a m s  m u s t  b e  m a d e  a v a i l a b l e  to a l l  
e l i g i b l e  A l a s k a n s  t h r o u g h  a n  e f f e c t i v e  d i s p e r s e m e n t  of i n f o r m a t i o n .  
T h e  p u b l i c  m u s t  b e  i n f o r m e d  of a v a i l a b l e  s t a t e  p r o g r a m s  r a t h e r  t h a n  
l e a v i n g  t h e m  to s e a r c h  f o r  i n f o r m a t i o n  o n  p r o g r a m s  w h e n  t h e y  
n e e d  help, p a r t i c u l a r l y  d u e  to t h e  n a t u r e  of n e e d s / e m e r g e n c i e s  
w h i c h  a r i s e  a m o n g s t  c l i e n t s  s e r v e d  b y  DHSS. D e p a r t m e n t  e m p l o y e e s  
r e q u i r e  i n s e r v i c e  t r a i n i n g  to b e c o m e  w e l l  i n f o r m e d  of all the 
v a r i o u s  p r o g r a m s  a d m i n i s t e r e d  b y  e a c h  d i v i s i o n  a n d  to  e n a b l e  t h e m  
to b e  m o r e  i n f o r m a t i v e  to the p u b l i c .  T h e  i n s e r v i c e  t r a i n i n g  a l s o  
p r o v i d e s  a n  o p p o r t u n i t y  to r e c o g n i z e  e x e m p l a r y  p e r f o r m a n c e  of 
c e r t a i n  e m p l o y e e s  a n d  to e l e v a t e  m o r a l e .



T h e s e  o b j e c t i v e s  a r e  not f u n d e d  t h r o u g h  the r e g u l a r  a l l o c a t i o n  f o r  
the C o m m i s s i o n e r ' s  offi c e ;  thus, f u n d i n g  s u p p o r t  is r e q u i r e d  f r o m  
d i v i s i o n s  d u e  to t h e  i n d i r e c t  b e n e f i t  to p r o g r a m s .  W h i l e  w e  a g r e e  
th a t  t h e  m e a s u r e  of  d o l l a r  d i r e c t  b e n e f i t  is n o t  i d e n t i f i a b l e ,  w e  
b e l i e v e  t h a t  the o b j e c t i v e  of p u b l i c  a n d  e m p l o y e e  p r o g r a m  a w a r e n e s s  
h a s  b e e n  a c c o m p l i s h e d .  T h e  d e t e r m i n a t i o n  of t h e  s h a r e  of e a c h  
p r o g r a m  is a n  a c c e p t a b l e  c o s t  a l l o c a t i o n  m e t h o d o l o g y  b a s e d  o n  the 
d e p a r t m e n t ' s  f e d e r a l l y  a p p r o v e d  c o s t  a l l o c a t i o n  plan.

D H S S  n e v e r  i n t e n d e d  to c i r c u m v e n t  the a p p r o p r i a t i o n  p r o c e s s . T h e  
g e n e r a t i o n  of t h e  R S A  d o c u m e n t  w a s  i n t e n d e d  f o r  p r o p e r  
i d e n t i f i c a t i o n  a n d  m a n a g e m e n t  of e x p e n d i t u r e s .  T h e  e x p e n d i t u r e s  
c o u l d  h a v e  b e e n  d i r e c t l y  c h a r g e d  to v a r i o u s  d i v i s i o n s  t h r o u g h  a 
f e d e r a l l y  a p p r o v e d  c o s t  a l l o c a t i o n  m e t h o d o l o g y  w i t h o u t  g e n e r a t i n g  
a n  RSA.

D H S S  a l s o  s t r o n g l y  r e j e c t s  the a s s e r t i o n  that the s e r v i c e s  
p u r c h a s e d  t h r o u g h  t h e  R S A  e x p e n d i t u r e s  a r e  u n r e l a t e d  t o  the 
f u n c t i o n i n g  of the d i v i s i o n s .  D e p a r t m e n t a l  s t a f f  w h o s e  s a l a r i e s  
w e r e  p a i d  t h r o u g h  the R S A  p r o c e s s  w o r k e d  d i r e c t l y  w i t h  the 
d i v i s i o n s  o n  m e d i a  p r o j e c t s .  A n  e x a m p l e  is a m e d i a  c a m p a i g n  to 
r e c r u i t  f o s t e r  p a r e n t s .  C l e a r l y  this is d i r e c t l y  r e l a t e d  to the 
m i s s i o n  of the D i v i s i o n  of F a m i l y  a n d  Y o u t h  S e r v i c e s .

S i m i l a r l y ,  t r a v e l  b y  the C o m m i s s i o n e r ' s  O f f i c e  s t a f f  is a n e c e s s a r y  
a c t i v i t y  f o r  o v e r a l l  p r o g r a m  m a n a g e m e n t .  M e e t i n g s  w i t h  F e d e r a l  
o f f i c i a l s ,  m a n y  of w h o m  a r e  o u t  of state, a r e  n e c e s s a r y  to l e a r n  of 
F e d e r a l  c h a n g e s  to p r o g r a m s  a n d  to d e t e r m i n e  the i m p a c t  t h a t  t h e s e  
c h a n g e s  w i l l  h a v e  o n  A l a s k a  p r o g r a m s .  A d d i t i o n a l l y ,  t h e s e  m e e t i n g s  
a r e  o p p o r t u n i t i e s  f o r  S t a t e  p o l i c y  m a k e r s  to m a k e  A l a s k a ' s  c a s e  
w i t h  r e g a r d  for d e s i r e d  c h a n g e s  i n  F e d e r a l  p o l i c y .  O b v i o u s l y ,  
t h e s e  F e d e r a l  p o l i c y  c h a n g e s  d i r e c t l y  i m p a c t  the o p e r a t i o n s  of the 
D e p a r t m e n t ' s  d i v i s i o n s .

F i n a l l y ,  y o u r  a s s e r t i o n  t h a t  D H S S  " v i o l a t e d  the s p i r i t  a n d  i n t e n t  
of the L e g i s l a t u r e ' s  a p p r o p r i a t i o n  a u t h o r i t y "  i m p l i e s  t h a t  the 
e x i s t e n c e  o r  p u r p o s e  of the q u e s t i o n e d  R S A s  w a s  u n k n o w n  to the 
L e g i s l a t u r e  o r  the i n f o r m a t i o n  w a s  d e l i b e r a t e l y  w i t h h e l d  b y  DHSS. 
T h i s  is n o t  the case. F o r  F Y  92 a n d  F Y  93 D H S S  B u d g e t  
S u b c o m m i t t e e s  of b o t h  the H o u s e  a n d  S e n ate, as  w e l l  as the D i v i s i o n  
of L e g i s l a t i v e  Fin a n c e ,  w e r e  w e l l  a w a r e  of t h e s e  RSAs. A s  n o t e d  in 
y o u r  r e p ort, the L e g i s l a t u r e  a p p r o p r i a t e d  $ 2 2 4 , 7 0 0  in I n t e r a g e n c y  
R e c e i p t s  in the C o m m i s s i o n e r ' s  O f f i c e  b u d g e t  i n  F Y  93. T h e  p u r p o s e  
of f u n d s  f r o m  the b u d g e t e d  R S A  a p p r o v e d  b y  the L e g i s l a t u r e  i n  FY  93 
is i n d i s t i n g u i s h a b l e  f r o m  t h e  p u r p o s e s  of the u n b u d g e t e d  R S A s  in  FY 
91 a n d  F Y  92 a n d  t h e  a d d i t i o n a l  u n b u d g e t e d  R S A  of $ 9 3 , 9 0 0  in  F Y  93.

T h i s  r a i s e s  a n  i n t e r e s t i n g  q u e s t i o n .  Is it the p o s i t i o n  of the 
D i v i s i o n  of L e g i s l a t i v e  A u d i t  th a t  t h e s e  R S A s  w e r e  i l l e g a l  b e c a u s e  
t h e y  w e r e  u n b u d g e t e d ,  i . e . , t h e  L e g i s l a t u r e  d i d  n o t  a p p r o p r i a t e  the 
I n t e r a g e n c y  R e c e i p t s  in the b u d g e t ,  o r  w e r e  t h e y  i n v a l i d  b e c a u s e  
t h e r e  w a s  n o  " c o n t r a c t u a l  r e l a t i o n s h i p  b e t w e e n  the two p a r t i e s

2
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w h e r e  t h e r e  is a n  e x c h a n g e  of i d e n t i f i a b l e  g o o d s  a n d  s e r v i c e s  a n d  
p a y m e n t  f o r  t h o s e  g o o d s  a n d  s e r v i c e s ? "

If the f o r m e r  is t h e  case, t h e n  e v e r y  u n b u d g e  ted R S A  b e t w e e n  s t a t e  
a g e n c i e s  i s  illegal. I s u s p e c t  t h e r e  a r e  h u n d r e d s  i f  n o t  th o u s a n d s 
o f  t hese e a c h  year.

If t h e  l a t t e r  is the case, t h e n  the q u e s t i o n  of c i r c u m v e n t i n g  the 
L e g i s l a t u r e ' s  a p p r o p r i a t i o n  a u t h o r i t y  is m o o t  i n s o f a r  as e v e n  if a n  
a p p r o p r i a t i o n  of I n t e r a g e n c y  R e c e i p t s  w a s  m a d e  b y  the L e g i s l a t u r e  
w i t h  f u l l  k n o w l e d g e  of t h e  p u r p o s e - - a s  w a s  t h e  c a s e  w i t h  the 
C o m m i s s i o n e r ' s  O f f i c e  b u d g e t  in FY 9 3 - -the r e s u l t i n g  R S A s  w o u l d  
s t i l l  b e  i l l e g a l  b e c a u s e ,  in y o u r  o p i n i o n ,  a v a l i d  c o n t r a c t u a l  
r e l a t i o n s h i p  d i d  n o t  e x i s t  b e t w e e n  t h e  a g e n c i e s  i n v o l v e d .  Is it 
the D i v i s i o n  of L e g i s l a t i v e  A u d i t ' s  o p i n i o n  t h a t  the L e g i s l a t u r e ' s  
a p p r o p r i a t i o n  of $ 2 2 4 , 7 0 0  i n  I n t e r a g e n c y  R e c e i p t s  in FY 93 was 
i l l e g a l ?

Fra n k l y ,  I d o  n o t  b e l i e v e  y o u  h a v e  v e r y  c a r e f u l l y  c o n s i d e r e d  the 
r a m i f i c a t i o n s  of the c o n c l u s i o n s  a n d  r e c o m m e n d a t i o n s  in y o u r  
r e p o r t .

If t h e  r u l e s  of t h e  r o a d  r e g a r d i n g  R S A s  a r e  to change, D H S S  w i l l  
c o m p l y  w i t h  t h e  n e w  rules. I d o  resent, h o w e v e r ,  b e i n g  t o l d  that 
the D e p a r t m e n t ' s  p a s t  a c t i o n s  w e r e  i l l e g a l  w h e n  t h o s e  a c t i o n s  a r e  
j u d g e d  b y  n e w  r u l e s  w h i c h  n e i t h e r  the D e p a r t m e n t ,  t h e  O f f i c e  of 
M a n a g e m e n t  a n d  B u d g e t  o r  t h e  L e g i s l a t u r e  w e r e  a w a r e  of at t h e  time.

Fi n a l l y ,  as s t a t e d  o n  p a g e  f i v e  of y o u r  r e p o r t  "This m e t h o d  of 
f i n a n c i n g  o p e r a t i o n a l  n e e d s  b e y o n d  t h a t  a p p r o p r i a t e d  b y  the 
l e g i s l a t u r e  is n o t  l i m i t e d  to DHSS. W e  h a v e  b e e n  i n f o r m e d  that 
o t h e r  d e p a r t m e n t s  u s e  R S A s  to t r a n s f e r  o p e r a t i n g  f u n d s  f r o m  v a r i o u s  
d i v i s i o n s  to f u n d  a c t i v i t i e s  in o t h e r  o p e r a t i o n a l  a r e a s " .  It is 
c l e a r  t h a t  D H S S  is n o t  a l o n e  in u s i n g  R S A s  i n  t h i s  m a n n e r .  It is 
a l s o  u n f a i r  to s o l e l y  t a r g e t  a n d  c r i t i c i z e  D H S S  w h e n  o t h e r  s t a t e  
a g e n c i e s  u s e  the s a m e  f u n d i n g  m e c h a n i s m .

S i n c e r e l y ,

fcor-

T h e o d o r e  A. Mala, MD, M P H  
C o m m i s s i o n e r

-21-



t  'i nWIBirl'iT''' ' v,i-

(In tentiona lly  le ft blank)

AlvNSKA STATU LEGISI-ATUKU -22- DIVISION OP LEGISLATIVE AUDIT



A LA SK A  ST A T E  L E G ISL A T U R E
LEG ISLAT IVE  BUDG ET  AND A U D IT  COM M ITTEE

of Legislative Audit

P.O. Box 113300 
Juneau, AK 99811-3300  

(907) 465-3830  
FAX (907) 465-2347

M embers o f  the Legislative Budget 
and Audit Committee:

W e have review ed the Department o f  Health and Social Serv ice’s (D H SS) response to our  
preliminary report and have the fo llow ing comments.

The department has taken no position on our recommendation that the legislature address the 
issue o f  Reimbursable Services Agreement (R SA ) use and abuse. The department does,  
however, take exception to the instances o f  R SA  abuse by D H SS cited in the report.

In its response, D H SS discusses their use o f  the R SA s in question as . . a norm al funding  
necessity  fo r  effective m anagem ent to accom plish  the objectives and goals o f  the 
d epartm en t.” W e do not consider the utilization o f  RSA s to supplement funding lost through 
the budget process as a normal funding necessity. D H SS does not discuss in the response  
the circum stances under which the R S A s were initiated or the fact that the C om m issioner’s 
O ffice  unilaterally decided to maintain its own spending plan despite the fact that the 
legislature and governor had established a spending plan, albeit one lower than desired by 
the com m issioner. A s detailed in the report, the R SA s in question transferring funding from 
operating d iv is ions to the Com m issioner's  O ffice  were in response to the budget established  
by the legislature and approved by the governor.

The department also responded:

D H SS never in tended to circum vent the appropriation process. The generation  
o f  the RSA docum ent was in tended  fo r  proper identification a nd  m anagem ent 
o f  expenditures. The expenditures could  have been directly charged to various 
div is ions through a  fed era lly  approved  cost allocation m ethodology w ithout 
genera ting  an RSA.

DH SS states that the R SA  was designed for management o f  expenditures but yet 
acknow ledges that . . the m easure o f  dollar direct benefit is no t id e n tifia b le .. .”. Within  
this contradiction lies the premise for the proper use o f  RSAs: A  direct identifiable benefit 
must be received by the paying agency. Without this relationship between the paying and 
providing agency, the requisite contractual relationship is non-existent and the R SA  is no
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more than a docum ent used for transferring funds between appropriations. That is the case  
o f  the R S A s in question. W e also point out that D H SS did in fact charge the R SA  
expenditures in question to the federally approved cost allocation plan, som etim es tw ice  —  
which w e  also take exception to (See  Recom m endation No. 21 o f  the Fiscal Year 1992  
Statewide S ing le  Audit). Charging this type o f  expenditure to federal programs would also  
be inappropriate as those expenditures would fail the test o f  whether they were necessary and 
reasonable.

In its response D H S S  also “strongly rejects the assertion tha t the services purchased  through  
the RSA expenditures are unrela ted  to the fu n c tio n in g  o f  the d iv is ions .” W e found no 
documentation that supports the expenditures in question, such as travels to Russia or 
purchases o f  g ifts for foreign dignitaries and the like, which would show  those expenditures  
were in fact related to the functioning o f  the Divisions o f  Public Health, Medical Assistance,  
Fam ily and Youth Services, and the remaining divisions.

Finally in its response, D H SS raises two questions. Specifically  D H S S  asks:

Is it the  position  o f  the D ivision o f  Legisla tive A udit that these R SA s were  
illega l because they w ere unbudgeted, i.e., the Legisla ture d id  not appropria te  
the In teragency R eceipts in the budget, o r were they invalid  because there was 
no  “contractua l rela tionship  betw een the tw o parties w here there is an 
exchange o f  identifiab le  goods a n d  services a n d  p aym en t fo r  those goods a nd  
serv ices?"

and.

Is  it the D ivision o f  Legisla tive A u d it's  opinion that the L eg isla ture 's  
appropria tion  o f  $224,700 in In teragency R eceipts in FY 93 was illegal?

It is not our position that unbudgeted R SA s are illegal. It is com m on practice for agencies  
to enter into contractual relationships using an unbudgeted RSA. A s long as the receiving  
agency has sufficient funds and the providing agency has the legal authority to provide the 
service, the use o f  unbudgeted R SA s are acceptable and, as D H SS points out, is com m on  
practice. H ow ever, considering the circumstances o f  the C om m iss ion er’s O ffice  budget and 
the desire to maintain spending at levels  above that approved by the legislature and governor, 
the use o f  unbudgeted R SA s to replace lost funding or pay for unanticipated bills is 
inappropriate. Again, w e  em phasize the need for a contractual relationship to ex ist  between  
two agencies to have a legitimate RSA.

A lso , it is not our opinion that the FY 93  Legislative appropriation was illegal. The fact that 
the legislature and governor approve an appropriation o f  inter-agency receipts does not 
ensure the propriety o f  subsequent expenditures from that appropriation if  those expenditures  
are inappropriate. The legislature anticipates that laws, regulations, and procedures will be
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Members o f  the Legislative Budget 
and Audit Com m ittee
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fo llowed by agencies when appropriations are made —  including appropriations o f  budgeted  
inter-agency receipts.

W e do not question the appropriation o f  budgeted inter-agency receipts or the use o f  
unbudgeted RSAs. W e do question D H S S ’ use o f  both budgeted and unbudgeted R S A s —  
with funds provided by the operating divisions —  to supplement funding to the 
C om m issioner’s O ffice  without a direct identifiable benefit to those divisions providing the
funds

Sincerely,

Legislative Auditor
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217 Second Street Suite 200 ■ Juneau Alaska 9980’ ■ Tel (9Q7)58f 1325 ea> (907)d63-5J8C

March 4, 1994

TO: Representatives Ron Larson and Eileen MacLean, Co-chairs
and Members 

House Finance Committee

FROM: Chrystal Smith, Director of Member Sen/ices, AML

RE: HB 397 - Power of second class cities to levy property taxes

Thank you for the opportunity to respond to some of the committee's concerns regarding 
HB 397, particularly the sponsor's proposed amendments to the Sponsor Substitute.

The Alaska Municipal League supports the concept and purpose of HB 397, which is to 
give second class cities additional tools to help themselves. The League's Resolution 94- 
11, copy attached, was adopted by the members in November 1993 and urges the 
legislature to remove the statutory limitation on the ability of second class cities to tax 
property.

As you well know, declining state- and federal-shared revenues, unfunded mandates, 
inflation, and the increased demands for service caused by growth in the state's population 
have severely eroded the ability of Alaska’s municipal governments to provide basic 
services for their citizens. In particular, these forces have huri the second class cities, 
which are limited in their ability to raise local revenues by a number of factors, including 
the statutory limitation on ad valorem taxation of 5 mills (.5 percent). As originally 
introduced, HB 397 would remove that limitation and put second class cities on an equal 
footing when it comes to the ability to raise property tax revenue; the proposed amendment 
would increase the limitation to 20 mills, not the 30 mills allowed for first class cities.

For your information, at present only three second class cities (Houston, Eagle, and 
Whittier) levy a property tax, with the rates ranging from 1 to 5 mills. In contrast, 61 second 
class cities have a sales tax, and seven others levy other types of taxes. Many of the 
second class cities without property taxes have limited tax bases; others have undoubtedly 
decided that the 5 mill limitation keeps collection of a property tax from being a cost 
effective way to raise revenue. Increasing the limit could make property taxation a more 
viable option.

Also for your information, and in response to a question posed by the committee last week, 
let me mention that only 37 of the 117 second class cities are large enough to be first class 
cities, and some of those just top the 400 population requirement.

With regard to the proposed amend,lien's:

Placing the limitation at 20 mills - The League understands the concern of the 
committee members and can accept the 20 mill limitation as a reflection of the 
differing obligations and powers of first and second class cities.

A L A S K A  
M U N IC IPA L  
■  LEAGUE .

Member of the National League of Cities an d  the National Association of Counties
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Allowing council to set property tax levy • The League supports the proposed 
amendment, which would remove the requirement that any property tax levy be 
set by referendum. In Alaska’s second class cities, just as in its other 
municipalities, council members are elected by the voters to make the decisions 
necessary to run the city. They should be given the ability to set property tax 
levies by ordinance without having to refer each change to the voters. 
Conducting elections is both expensive and time consuming; requiring a 
referendum to approve a property tax levy makes the process of governing 
efficiently and effectively more difficult.

City councils do not act in a vacuum, particularly in the small cities. If the 
amendment is adopted, property tax levies would be set by ordinance, just as 
they are in other types of municipalities, and citizens would have ample 
opportunity to express their concerns. Council members should be given 
authority to do that for which they have been given responsibility. Nothing would 
keep them from referring the issue of a property tax levy to the public for an 
advisory vote, but it should not be required.

Repealing provision that proposed property tax levy may b6 included In 
petition for incorporation of a second class city. Repeal of AS 29.45.600 was 
suggested in the sponsor’s proposed amendments of February 24. The 
committee generally indicated its interest in retaining that section, which says that 
a property tax proposal may be included with a petition for incorporation of a 
second class city and that, if it is, the proposed property tax rate must b6 stated. 
The League would support the committee’s wishes on this issue, so long as <t is 
optional, not required.

In summary, the Alaska Municipal League urges your support of SS HB 397, including the 
sponsor's proposed amendment, which would allow second class cities to determine the 
appropriate property tax rate for their situations and remove an arbitrary limit on their ability 
to generate revenue locally.

Enclosure

94LEGIS:hb397fin.3-4



R e s o lu t io n  o f  t h e  A laska  M unicipal L e a g u e  

R e s o lu t io n  No. 94 -11

A  RESO LU T IO N  SU P P O R T IN G  ELIMINATION O F  TH E  
A D  VALOREM  TAX LIMITATION FOR  

S E C O N D  C L A SS CITIES

WHEREAS, m a n y  s e c o n d  c la s s  cities have b e e n  e s ta b lish ed  u n d e r  A lask a  law a n d  
s e c o n d  d a s s  cit ies  are  n o w  th e  m o s t  num erous form o f  local g o v e r n m e n t  in th e  S ta te  of  
Alaska; a n d

WHEREAS, th e  pr indpal m e a n s  of  financing th e  administration o f  s e c o n d  d a s s  d ty  
g o v e r n m e n t  is through  local m u n id p a l  taxation an d  sta te-fund ed  Municipal A s s i s ta n c e  
a n d  R e v e n u e  Sharing  p rogram s;  a n d

W HEREAS, a d  va lorem  property  taxation is e s ta b l ish ed  for all m u nidpa l  
g o v e r n m e n ts  a s  a  k e y  funding m e c h a n ism , with limits s e t  a s  prov id ed  b y  A S  2 9 .4 5 .0 9 0  
a n d  . 1 0 0 ; an d

WHEREAS, there  is a n  additional property tax limitation e s ta b l i s h e d  for s e c o n d  
d a s s  d t i e s  only, w h e r e b y  u n d er  A S  2 9 .4 5 .5 9 0  s u c h  d t le s  m ay tax on ly  u p  to  on e -h a lf  o f  
o n e  p e r c e n t  o f  the  a s s e s s e d  va lu e  o f  real and personal property within their b o u n d ar ies ;  
a n d

WHEREAS, s u c h  sp e c ia l  limitations on  the p o w e r s  o f  s e c o n d  d a s s  d t le s  are  
arbitrary, u n n e c e s s a r y ,  a n d  u n r e a s o n a b le  and  shou ld  b e  eliminated In o rd er  to  e n a b le  
s u c h  c ities  to  c o p e  better with r e d u c e d  reven u es  in the  future:

NOW, THEREFORE, BE  IT RESOLVED by  the  Alaska M unidpal L e a g u e  that th e  
A la sk a  Legislature is respectfu lly  e n c o u r a g e d  to  repeal the  provisions o f  A S  2 9 .4 5 .5 9 0  3 S  
th e y  limit th e  ability o f  s e c o n d  d a s s  d t le s  to  a s s e s s  a d  valorem ta x e s  in a n y  w a y  different 
th a n  o th er  d t ie s  In the  S ta te  o f  A laska .

BE IT FURTHER RESO LVED that consideration o f  this Issue  s h o u ld  b e  a d d r e s s e d  
In th e  co n tex t  o f  exam in ing th e  overall structure of d t le s  an d  their p o w e r s .

A d o p t e d  this 12th d ay  o f  N o v e m b e r  1993  In Soldotna, Alaska.

R o sa le e  T. Walker, P r e s id e n t

ATTEST:

K ent E. Sw isher , Executive Director



Second Class Borough
P o w e rs : Three m andatory area-wide powers: taxation; education; und planning, 
p latting  and zoning. The exercise of other areawide powers m ust be approved by 
referendum . Non-areawide powers ere either adopted byordinunce or by referendum, 
depending on the types of power.

M u n ic ip n l O fficers: Elected borough assembly and mayor. Elected school board. 
Appointed planning and zoning com mission. May adopt the m anager plan of govern­
ment.

Third Class Borough
P o w e rs : Two m andatory area-wide powers: taxation und education. M ust establish 
service areas for the exercise of additional powers.

M u n ic ip a l O fficers: Elected borough assembly. The borough assembly is the school 
| borough chaifperson is also president of the  school board.

?d Municipality

&

am ents: An organized borough and all cities included within it may unite to 
ingle un it of home rule local government called a unified municipality.

■: A unified m unicipality has all powers granted by charter or by law as for 
:d boroughs and cities of the first class.

w
^  .c tio n  N eeded : A unified municipality may be initiated through a petition
tu A charter commission, if approved bv referendum, drafts a charte r for the
CD municipality. Following public hearings, an election is held,
o
0  p a l O fficers: Elected assembly. Elected school lioard. Commissions as 

led  by charter. May adopt the m anager plan of government.
VOu>
1vO-O 9 Rule Municipality

on of home rule municipalities is also provided for in the Municipal Code. A 
le municipality is a municipal corporation and political subdivision. It has all 
ve powers not prohibited by law or charter.

. I .- .  Class City
R e q u ire m e n ts :  A community th a t meets the following standards may incorporate as 
a first class city:

1. The community has 400 or more perm anent residents.
2. The boundaries of the  proposed city include all areas necessary to 
provide municipal services on an efficient scale.
3. The economy includes the hum an and financial resources necessury to 
provide local services. In considering the economy of the community, the 
Local Boundary Commission shall consider property valuations, eco­
nomic base, personul income, resource and commercial development, 
anticipated functions, and the expenses and income of the proposed city,
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including the ability of the community to generate load revenue
4. The population of the community is stable enough to support local 
government.
5. There is a dem onstrated need for local government.

P o w ers : If the city is not in a Iwrough, by law it m ust provide planning, plait- 
zoning; taxation; and education. Can add other powers for services (police, wai 
sewer, etc.) by council action.

L ocal A c tio n  N eeded : Petition to the D epartm ent of Community and Begin , 
Affairs wiLh the signature and resident addresses of SO perm anent resident voter: 
of 15 percent of the perm anent resident voters w ithin the proposed municipal 
whichever is greater, based on the num ber who voted in the last general eleclioi

M u n ic ip a l O fficers: Elected council and mayor. If the city is not part of a Ixirm 
it will have an elected school board and appointed planning and zoning commissi 
May adopt the m anager plan of government.

Second Class City
R e q u ire m e n ts : A community which m eets all of the above standards except (1 > n 
incorporate as a second class city.

P o w ers : If the city is not in a borough, it may provide planning, p latting and zom 
It is not required by law to do so. May add other powers for services (such as poll 
w ater, sewer, etc.) by council action. The city does not have the power of rducali 
therefore, the city is not a school district.

Ixicoi A ctio n  N eeded : Petition to the D epartm ent of Community and Begio 
Affairs with the signatures and resident addresses of 25 |x>rmanent resident vot 
or of 15 percent of the perm anent resident voters w ithin the proposed municipal! 
whichever is greater, based on the num ber who voted in the last general electioi

M u n ic ip a l O fficers: Elected council. The mayor is appoint ed from council mcmls 
If the city is not part of a borough, it could have an apixuni-d planning and /.on 
commission and an advisory school board. May adopt the m anager plan of gave 
ment.

Source: Adapted from  T itle  29 o f S ta te  of A la ska  M unicipal Code Detailed info rm ation  
local g o ve rn m e n t can be obtained from  the Sta te  D ep a rtm ent o f C o m m u n ity  and llegm 
A ffa irs, Juneau, Alaska. A lso  prepared by the l-cague of W o m e n V o te rs  o f  A la ska

12 Home R u le  C i t i e s  

19 F i r s t  C l a s s  C i t i e s  

110 S eco n d  C l a s s  C i t i e s

A la s k a  B lu e  B o o k  1 9 9 3 9 4



S u m m a r y  of C ity G o v e r n m e n t

T Y P E  O F  C t T Y  C L A S S I F I C A T I O N

SECOND CLASS FIRST CLASS

___________ Term of Office

CHARACTERISTIC

City Council 
School Board

Mayor
City Manager 

City Administrator

City Council 
School Board 
Mayor

Cily Manager

City Administrator

Cily Council 
School Board 
Voting Power 
(Mayor)

Veto Power 
(Mayor)

172

3 or 4 years 
No school powers

I year
Serves al pleasure o( 

Council 
Serves at pleasure ol 

Mayor or Mayor 
assumes Administra­
tor duties

Elected at large 
No school powers 
Elected by Cily 

Council 
Manager Plan 

adopted by Referen­
dum. City Manager 
appointed by Council

Appointed by Mayor 
in absence of 
Manager Plan

7 members 
No school powers 
Voles on all issues

3 years 
3 years

3 years
Seives at pleasure ol 

Council 
Serves al pleasure ol 
Mayor or Mayor 

assumes Admin- 
strator duties

Elected at large 
Elected at large 
Elected at large

Manager Plan 
adopted by Referen­
dum. City Manager 
appointed by Council

Appointed by Mayor 
in absence of 
Manager Plan

6 members 
5 members 
Only votes in case 

of ties 
Veto power over 

Council action; 
Council has 2/3 
override

No veto power

Alaska Blue Book 199394

Method of Election

Membership

HOME RULE

Home Rule: 
All charac­
teristics 
determined 
by home rule 
charter

<uuiiiiiiui j vi iiiunivi|rui i viivit)

TYPE O F  CITY C L A SSIFIC A T IO N

Powers

Codify Ordinances

Establish Election 
Procedures

Taxation; 
Proporty Tax

Sales Tax

Education

Planning and 
Zoning

Eminent Domain

Sell, Buy, 
Exchange Real 
Property

Incur
Indebtedness 

Revenue Bonds

Second Class

Mandatory

Mandatory; election 
procedure establish­
ed by ordinance

Optional; tax and 
levy established by 
referendum

Optional; tax and 
levy established by 
referendum

Provided by REAA

Optional

Granted by 
reteiendum

Granted by 
ordinance

Referendum
required

Ordinance required

First Class

Mandatory

Mandatory; election 
procedure establish­
ed by ordinance

Optional; property 
tax and rate 
established by coun­
cil action

Optional; tax and 
levy established by 
referendum 
rule charter

Mandatory school 
district*

Mandatory

Granted by 
ordinance

Granted by 
ordinance

Referendum
required

Ordinance required

Homo Rule

Mandatory

Mandatory, elec­
tion procedure 
established by 
home rule char­
ter and by ordi 
nance

Optional; properly 
tax and rates 
established by or­
dinance unless 
referendum re­
quired by home 
rule charter

Optional; pro­
cedure estab­
lished in home

Mandatory school 
district*

Mandatory

Granted by ordinance 
unless required 
by home rule

Granted by home 
rule charter and 
by ordinance

Referendum
required

Ordinance required 
unless referendum 
required by home 
rule charter

Goneral Ad­
m inistrative Powers

Optional Optional Optional

Operate Facilities 
and Services

Optional Optional Optional

Regulate
Rights-of-Way

Optional Optional Optional

Establish
Historical D istricts

Optional Optional Optional

Extraterritoria l
Jurisdiction

Optional; powers 
adopted by 
ordinance

Optional; powers 
adopted by 
ordinance

Optional; powers 
adopted by 
ordinance

• O n ly  a p p lie s  to  c it ie s  ou ts id e  o f  an  o rg an ized borough '
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Organized Boroughs and Home Rule Municipalities
Aleutians East Borough......................................................................................... Second Class
Municipality of Anchorage.............................................................................Unified Home Rule
Bristol Bay B orough..............................................................................................Second Class
Denali B orough............................................................................................................Home Rule
Fairbanks North Star Borough............................................................................. Second Class
Haines Borough..................................................................................................... Second Class
Cily and Borough of Juneau......................................................................... Unified Home Rule
Kenai Peninsula B orough......................................................................................Second Class
Ketchikan Gateway Borough.................................................................................Second Class
Kodiak Island Borough.......................................................................................... Second Class
Lake and Peninsula Borough..................................................................................... Home Rule
Matanuska-Susitna Borough.................................................................................Second Class
North Slope Borough.................................................................................................. Home Rule
Northwest Arctic Borough..........................................................................................Home Rule
City and Borough of Sitka.............................................................................Unified Home Rule
City and Borough of Yakutat...................................................................................... Home Rule

Ciths Within Organized Boroughs

L o c a l  G o v e r n m e n t  D i r e c t o r y

Municipalities and Boroughs

Aleutian East Borough
Akutan....................................... .Second Class
Cold Bay.................................... ..Second Class
False Pass................................. . Second Class
King Cove..................................
Sand Point................................. ..... First Class

Denali Borouglr
Anderson ................................... ..Second Class

Fairbanks North Star Borough
Fairbanks.................................. .....Horne Rule
North Pole.................................

Kenai Peninsula Borough
Homer....................................... ..... First Class
Kachemak.................................. .Second Class
Kenai........................................ ..... Home Rule
Seldovia..................................... ..... First Class
Seward......................................
Soldolna.................................... ....First Class

Ketchikan Gateway Borough
Ketchikan................................... ....Home Rule
Saxrnan..................................... Second Class

Haines Borough
Haines.......................................

Kodiak Island Borough
Akhiok....................................... Second Class
Kodiak....................................... ....Home Rule
Larsen Bay................................., Second Class
Old Harbor..................................Second Class
Ouzinkie......................................Second Class

Lake and Peninsula Borough
Chignik..................................... .Second Class
Newhalen.................................. .Second Class
Nondallon................................. . Second Class
Port Heiden............................... .Second Class

Matanuska-Susitna Borough
Houston.................................... .Second Class
Palmer......................................
Wasilla.......................................

North Slopo Borougtr
Anaktuvuk Pass ........................ ...Second Class
Atqasuk .................................... ...Second Class
Barrow.....................................
Kaktovik.................................... ...Second Class
Nuiqsut..................................... ..Second Class
Point Hope ............................... ..Second Class
Waidwnght................................ ... Second Class

Northwest Arctic Borough
Ambler...................................... ..Second Class
Buckland................................... ...Second Class
Deermg..................................... ..Second Class
Kiana............................................Second Class
Kivalma..................................... ..Second Class
Kobuk ....................................... ..Second Class
Kotzebue.................................. ..Second Class
Noorvik..................................... ...Second Class
Selawik..................................... ...Second Class
Shungnak .................................. ...Second Class

A leutians E ast Borough
Second Cl:-*ss Borough 
P.O. Box 349 
Sand Point 99661 
383-2699/ fax: 383-3496 
Incorporated: 10/23/87 
Population: 2,745

M unicipality of 
A nchorage
Unified Home Rule 
Municipality 
P.O. Box 196650 
Anchorage 99519-6650 
343 -4431 /fax: 258-5210 
Incorporated: Sept. 1975 
Population: 240,258

Bristol Bay B orough
Second Class Borough 
P.O. Box 189 
Naknek 99633 
246-4224/ fax: 246-6633 
Incorporated: 10/02/62 
Population: 1,415

Denali B orough
Home Rule Borough 
P.O. Box 480 
Healy 99743 
683-1330/ fax: 683-1340 
Incorporated: 12/07/90 
Population: 1,832

Fairbanks North Star Borough 
Second Class Borough 
P.O. Box 71267 
Faiibanks 99707 
452-4761 /fax: 459-1102 
Incorporated: 1/01/64 
Population: 79,730

H aines B orough
Third Class Borough 
Box 1209 
Haines 99827 
766 -2711 /fax: 766-2716 
Incorporated: 3/29/68 
Population: 2,212

City arid Borough of 
Ju n e a u
Unilied Home Rule
Municipality
155 S. Seward Street
Juneau 99801
586-5278
fax: 586-5385
Incorporated: 7/01/70
Population: 29,251

Kenai Peninsula 
B orough
Second Class Borough 
144 N. Binkley St. 
Soldotna 99669 
262 -4441 /lax: 262-1892 
Incorporated: 1/01/64 
Population: 42,242

Ketchikan Gateway 
B orough
Second Class Borough 
344 Front Street 
Ketchikan 99901 
228-6625/ fax: 247-6625 
Incorporated: 9/06/63 
Population: 14,110

Kodiak Island Borough
Second Class Borough 
710 Mill Bay Road 
Kodiak 99615 
486-5736/ lax: 486-9374 
Incorporated: 9/24/63 
Population: 15,535

Lake arid Peninsula 
B orough
Home Rule Boiough 
P.O. Box 495 
King Salmon 99613 
246-3421/fa x : 246-6602 
Incorporated: 4/24/89 
Population: 1,722

M atanuska-Susitna
Borough
Second Class Borough 
350 E. Dahlia Ave. 
Palmer 99645-6488 
745-4801/lax: 745-088 
Incorporated: 1/01/64 
Population: 41,797

North Slope Borough
Home Rule Borough 
P.O. Box 69 
Barrow 99723 
852-2611/lax: 852-033 
Incorporated: 7/01/72 
Population: 8,578

Northwest Arctic 
Borough
Home Rule Borough 
P.O. Box 1110 
Kotzebue 99752 
442-2500/ fax: 442-293i 
Incorporated: 6/02/86 
Population: 6,303

City and Borough of 
Sitka
Unified Home Rule 
Municipality 
304 Lake St.
Sitka 99835
747-3294/ lax: 747-740: 
Incorporated: 12/02/71 
Population: 8,8)5

Cily and Borough of 
Yakutat
Home Rule 
P.O. Box 160 
Yakutat 99689 
784-3323/ tax: 784-3281 
Incorporated: 9/22/92 
Population. 729



ities
khiok
econd Class City 
.0. Box 5050 
odiak 99615 
hone: 836-2229 
ax: 836-2209 
ncorporated; 1972 
'opulation: 81

kiak
Second Class City 
P.O. Box 52167 
Akiak 99552 
Phone: 765-7411 
Fax: 765-7936 
Incorporated: 1970 
Population: 287

Akutan
Second Class City 
General Delivery 
Akutan 99553 
Phone: 698-2228 
Fax: 698-2202 
Also:
721 Sesame St.,
Suite 2A
Anchorage 99501 
Phone: 279-9245 
Incorporated: 1979 
Population: 487

Alakanuk
Second Class City 
P.O. Box 167 
Alakanuk 99554 
Phone: 238-3313 
Fax: 238-3620 
Incorporated: 1969 
Population: 559

Aleknagik
Second Class City 
P.O. Box 33 
Aleknagik 99555 
Phone: 842-5953/2528 
Fax: 842-2107 
Incorporated: 1973 
Population: 200

Allakaket Aniak
Second Class City Second Class Cily
P.O. Box 30 P.O. Box 43
Allakaket 99720 Aniak 99557
Phone: 968-2241 Phone: 675-4481
Fax: 968-2251 Fax: 675-4486
Incorporated: 1975 Incorporated: 1972
Population: 172 Population: 529

Ambler Anvik
Second Class City Second Class City
P.O. Box 9 P.O. Box 50
Ambler 99786 Anvik 99558
Phone: 445-2122 Phone: 663-6328
Fax:445-2174 Fax: 663-6321
Incorporated: 1971 Incorporated: 1969
Population: 301 Population: 104

Anaktuvuk Pass Atka
Second Class City Second Class City
P.O. Box 21030 P.O. Box 47070
Anaktuvuk 99721 Atka 99547
Phone: 661-3612 Phone: 839-2233
Fax: 661-3613 Fax: 839-2234
Incorporated: 1957 Incorporated: 1988
Population: 246 Population: 87

Anchorage Atmaulluak
(See Municipalities and Second Class City
Boroughs) General Delivery 

Atmautluak 99L i9
Anderson Phone: 553-5610
Second Class City Incorporated: 1976
P.O. Box 3100 
Anderson 99744

Population: 267

Phone: 582-2500 Atqasuk
Fax: 582-2496 Second Class City
Incorporated: 1962 P.O. Box 91119
Population: 649 Atqasuk 99791 

Phone: 633-6811
Angoon Fax: 633-6812
Second Class City Incorporated: 1982
P.O. Box 189 Population: 217
Angoon 99820
Phone: 788-3653 Barrow
Fax: 788-3821 First Class City
Incorporated: 1963 P.O. Box 629
Population: 705 Barrow 99723 

Phone: 852-5211 
Fax: 852-5871 
Incorporated: 1959 
Population: 3,702
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Bethel
Second Class City 
P.O. Box 388 
Bethel 99559 
Phone: 543-2097/2047 
Fax: 543 4171 
Incorporated: 1957 
Population: 4,868
Betties
Second Class City 
P.O. Box 26023 
Betties 99726 
Phone:692-5191 
Incorporated: 1985 
Population: 33
Brevig Mission
Second Class City 
P.O. Box 85021 
Brevig Mission 99785 
Phone: 642-3851 
Incorporated: 1969 
Population: 234
Buckland
Second Class City 
P.O. Box 49 
Buckiand 99727 
Phone: 494 2121 
Fax: 494-2149 
Incorporated: 1966 
Population: 340

Chefornak
Second Class City 
P.O. Box 29 
Chefornak 99561 
Phone: 867-8528 
Fax: 867-8920 
Incorporated: 1974 
Population: 330

Chevak
Second Class City 
P.O. Box 136 
Chevak 99563 
Phone: 858-7926 
Fax: 858 7128 
Incorporated: 1967 
Population: 619

Chignik
Second Class Cily 
P.O. Box 110 
Chignik 99564 
Phone: 749-2280/2281 
Fax: 749-2300 
Incorporated: 1983 
Population: 177

Chuathbaluk
Second Class City 
P.O. Box CHV 
Chuathbaluk 99557 
Phone: 467-41 15 
Fax:467-4313 
Incorporated: 1975 
Population: 129

Clarks Point
Second Class City 
P.O. Box 9 
Clarks Point 99569 
Phone:236-1221 
Fax: 236-1221 
Incorporated: 1971 
Population: 58

Coffman Cove
Second Class City 
310 Harbor Ave. 
Coffman Cove 99918 
Phone: 329-2232 
Fax: 329 2212 
Incorporated: 1989 
Population: 198

The mail plane! For many of Alaska's small communities, airplanes provide the ' 
only practical means of transportation. (Photo hy Peter Metcalfe)
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Second Class City Second Class City Home Rule Cily
P.O. Box 10 P.O. Box 7039 410 Cushman Street
Cold Bay 99571 Little Diomede 99762 Fairbanks 99701
Phone: 532-2401 Phone: 686-3071 Phone: 452-6719
Fax: 532-2401 Fax: 686-3061 Fax:459-6710
Incorporated: 1982 Incorporated: 1970 Incorporated: 1903
Population: 137 Population: 180 Population: 32,156

Cordova Eagle False Pass
Home Rule City Second Class City Second Class City
P.O. Box 1210 P.O. Box 1901 P.O. Box 50
Cordova 99574 Eagle 99738 False Pass 99583-0050
Phone: 424-6200 Phone: 547-2282 (Mon­ Phone: 548-2212
Fax: 424-6000 days) Fax: 548-2214
Incorporated: 1909 Incorporated; 1901 Incorporated: 1990
Population: 2,504 Population: 161 Population: 84

Craig Eek Fort Yukon
First Class City P.O. Box 009 Second Class City
P.O. Box 725 Eek 99578 P.O. Box 269
Craig 99921 Phone: 563-5129 Fort Yukon 99740
Phone: 826-3275 Fax: 536-5711 Phone: 662-2379/2479
Fax: 826-3278 Incorporated: 1970 Fax: 662-2717
Incorporated: 1922 Population: 284 Incorporated: 1959
Population: 1,637

Ekwok
Population: 718

Deering Second Class City Galena
Second Class City P.O. Box 49 First Class City
P.O. Box 36049 Ekwok 99580 P.O. Box 149
Deering 99736 Phone: 464-3311 Galena 99741
Phone: 363-2136 Fax: 464-3328 Phone: 656-1301/1302
Fax: 363-2156 Incorporated: 1974 Fax: 656-1769
Incorporated: 1970 Population: 78 Incorporated: 1971
Population: 158

Elim
Population: 829

Delta Junction Second Class City Gambell
Second Class City P.O. Box 39009 Second Class City
P.O. Box 229 Elim 99739 P.O. Box 189
Delta Junction 99737 Phone: 890-3441 Gambell 99742
Phone: 895-4656 Fax: 890-3811 Phone: 985-5112
Fax:895-4102 Incorporated: 1970 Fax: 985-5927
Incorporated: 1960 Population: 267 Incorporated: 1963
Population: 736

Emmonak
Population: 546

Dillingham Second Class City Golovin
First Class City P.O. Box 9 Second Class City
P.O. Box 889 Emmonak 99581 P.O. Box 62059
Dillingham 99576 Phone:949-1227 Golovin 99762
Phone: 842-5211 Fax: 949-1926 Phone: 779-3681
Fax: 842-5691 Incorporated: 1964 Incorporated: 1971
Incorporated: 1963 
Population: 2,110

Population: 592 Population: 146
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u u w u H u t i o  uay
Second Class Cily 
P.O. Box 70 
Goodnews Bay 99589 
Phone: 967-8614 
Fax: 967-8925 
Incorporated: 1970 
Population: 236

Grayling
Second Class City 
P.O. Box 89 
Grayling 99590 
Phone: 453-5148 
Fax:453-5148 
Incorporated: 1969 
Population: 203

Haines
First Class City 
P.O. Box 1049 
Haines 99827 
Phone: 766-2231 
Fax: 766-3179 
Incorporated: 1910 
Population: 1,265

Holy Cross
Second Class City 
P.O. Box 203 
Holy Cross 99602 
Phone: 476-7139 
Fax:476-7141 
Incorporated: 1968 
Population: 273

Homer
First Class City 
491 E. Pioneer Avenue 
Homer 99603 
Phone: 235-8121 
Fax: 235 3140 
Incorporated: 1964 
Population: 3,937

Hoonah
First Class City 
P.O. Box 360 
Hoonah 99829 
Phone: 945-3663 
Fax: 945-3445 
Incorporated: 1946 
Population: 793

nooper tray
Second Class City 
P.O. Box 37 
Hooper Bay 99604 
Phorie: 7584311 
Fax: 758-4912 
Incorporated: 1966 
Population: 890

Juneau
(See Municipalities and 
Boroughs)

Kachemak
Second Class City 
P.O. Box 958 
Homer 99603 
Phone: 235 8897 
Fax: 235 8854 
Incorporated: 1961 
Population: 372

Kake
First Class City 
P.O. Box 500 
Kake 99830 
Phone: 785-3804 
Fax: 785-4815 
Incorporated: 1952 
Population: 725

Kaktovik
Second Class City 
P.O. Box 27 
Kaktovik 99747 
Phone: 640 6313 
Fax: 640-6314 
Incorporated: 1971 
Population: 224

Kaltag
Second Class City 
P.O. Box 9 
Kaltag 99748 
Phone: 534-2230 
Fax: 534-2236 
Incorporated: 1969 
Population: 257

Kasaan
Second Class City 
P.O. Box KXA-Kasaan 
Ketchikan 99950-0340 
Phone: 542-2212 
Fax: 542-2223 
Incorporated: 1976 
Population: 52

Kasigluk
Second Class City 
Akula Heights 
Kasigluk 99609 
Phone: 477-6929 
Incorporated: 1982 
Population: 459

Kenai
Home Rule City 
210 Fidalgo Ave.
Kenai 99611 
Phone: 283-7535 
Fax: 283-3014 
Incorporated: 1960 
Population: 6,535

Houston
Second Class City 
P.O. Box 27 
Houston 99694 
Phone: 892-6869 
Fax: 892-6180 
Incorporated: 1966 
Population: 815

Hughes
Second Class City 
P.O. Box 45010 
Hughes 99745 
Phone: 889-2206 
Fax: 889-2220 
Incorporated: 1973 
Population: 66

Huslia
Second Class City 
P.O. Box 10 
Huslia 99746 
Phone: 829-2256 
Fax: 829-2224 
Incorporated: 1969 
Population: 224

Hydaburg
First Class City 
P.O. Box 49 
Hydaburg 99922 
Phone: 285-3761 
Fax: 285-3760 
Incorporated: 1927 
Population: 405
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ixcioiimaii
Home Rule City 
334 Front Street 
Ketchikan 99901 
Phone: 225-3111 
Fax: 225-5075 
Incorporated: 1900 
Population: 8,478

Kiana
Second Class City 
P.O. Box 150 
Kiana 99749 
Phone:475-2136 
Fax:475-2174 
Incorporated: 1964 
Population: 401

King Cove
First Class City 
P.O. Box 37 
King Cove 99612 
Phone: 497-2340 
Fax: 497-2594/ Also: 
1007 W. 3rd Ave., 11201 
Anchorage 99501 
Phone: 274-7555 
Incorporated: 1947 
Population: 871
Kivalina
Second Class City 
P.O. Box 50079 
Kivalina 99750 
Phone: 645-2137 
Fax: 645-2175 
Incorporated: 1969 
Population: 327
Klawock
First Class City 
P.O. Box 113 
Klawock 99925 
Phone: 755-2261 
Fax: 755-2403 
Incorporated: 1929 
Population: 758

Kobuk
Second Class City 
P.O. Box 20 
Kobuk 99751 
Phone: 948-2217 
Fax: 948-2228 
Incorporated: 1973 
Population: 110

Home Rule City 
P.O. Box 1397 
Kodiak 99615 
Phone: 486-8636 
Fax: 486-8600 
Incorporated: 1940 
Population: 7,229

Kotlik
Second Class City 
P.O. Box 20268 
Kotlik 99620 
Phone: 899-4313 
Fax: 899-4826 
Incorporated: 1970 
Population: 503

Kotzebue
Second Class City 
P.O. Box 46 
Kotzebue 99752 
Phone: 442-3401 
Fax: 442-3742 
Incorporated: 1958 
Population: 3,075

Koyuk
Second Class City 
P.O. Box 29 
Koyuk 99753 
Phone: 963-3441 
Fax: 963-3442 
Incorporated: 1970 
Population: 277

Koyukuk
Second Class City 
P.O. Box 49 
Koyukuk 99754 
Phone: 927-2214 
Fax: 927-2215 
Incorporated: 1973 
Population: 127

Kupreanof
Second Class City 
P.O. Box 50 
Petersburg 99833 
Phone: 772-3660 
Incorporated: 1975 
Population: 24

rvwethlu
Second Class City 
P.O. Box 63 
Kwethluk 99621 
Phone: 757-6614 
Incorporated: 1975 
Population: 559

Larsen Bay
Second Class City 
P.O. Box 8 
Larsen Bay 99624 
Phone: 847-2211 
Fax: 847-2239 
Incorporated: 1974 
Population: 149

Lower Kalskag
Second Class City 
P.O. Box 81 
Lower Kalskag 99626 
Phone: 471-2228 
Fax:471-2308 
Incorporated: 1969 
Population: 299

Manokotak
Second Class City 
P.O. Box 170 
Manokotak 99628 
Phone: 289-1027/2007 
Fax: 289-2035 
Incorporated: 1970 
Population: 404

Marshall
Second Class City 
P.O. Box 09 
Marshall 99585 
Phone: 639 6415/6215 
Fax: 679-6220 
Incorporated: 1970 
Population: 318

McGrath
Second Class City 
P.O. Box 30 
McGrath 99627 
Phone: 542-3825 
Fax: 524-3536 
Incorporated: 1975 
Population: 531
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Mekoryuk New Stuyahok Nondalton
Second Class City Second Class City Second Class City
P.O. Box 29 P.O. Box 10 P.O. Box 089
Mekoryuk 99630 New Sluyahok 99636 Nondalton 99640
Phone: 827-8314 Phone: 693-3111/3171 Phone: 294-2235
Fax: 827-8626 Fax: 693-3176 Fax: 294-2239
Incorporated: 1969 Incorporated: 1972 Incorporated: 1971
Population: 206 Population: 396 Population: 212

Metlakatla Newhalen Noorvik
Federal Law City Second Class City Second Class City
P.O. Box 8 P.O. Box 165 P.O. Box 146
Metlakatla 99926 lliamna 99606 Noorvik 99763
Phone: 886-4441 Phone: 571-1226 Phone: 636-2100/2211
Fax: 886-7997 Incorporated: 1971 Fax: 636-2135
Incorporated: 1944 Population: 161 Incorporated: 1964
Population: 1,564

Newtok
Population: 520

Mountain Village Second Class City North Pole
Second Class City Gen. Delivery/City Office Home Rule City
P.O. Box 32085 Newtok 99559 P.O. Box 55109
Mountain Village 99632 Phone: 237-2315 North Pole 99705
Phone: 591-2929/2715 Incorporated: 1976 Phone: 488-2281
Fax: 591-2920 Population: 213 Fax: 488-3002
Incorporated: 1967 Incorporated: 1953
Population: 727 Nightmute

Second Class City
Population: 1,671

Napakiak P.O. Box NME Nuiqsut
Second Class City Nightmute 99690 Second Class City
General Delivery Phone: 647-6426 P.O. Box 148
Napakiak 99634 Incorporated: 1974 Nuiqsut 99789
Phone: 589-2611 Population: 178 Phone: 480-6727
Fax: 589-2412 Fax: 480 6928
Incorporated: 1970 Nikolai Incorporated: 1975
Population: 323 Second Class City 

P.O. Box 25
Population: 391

Napaskiak Nikolai 99691 Nulato
Second Class City Phone: 293-2113 Second Class City
P.O. Box 6109 Fax: 293-2428 P.O. Box 65009
Napaskiak 99559 Incorporated: 1970 Nulato 99765
Phone: 737-7626 Population: 107 Phone: 898-2205
Fax: 737-7412 Fax: 898-2207
Incorporated: 1971 Nome Incorporated: 1963
Population: 362 First Class City 

Pouch 281
Population: 364

Nenana Nome 99762-0281 Nunapitchuk
Home Rule City Phone: 443-5242 Second Class City
P.O. Box 70 Fax: 443-5349 P.O. Box 190
Nenana 99760 Incorporated: 1901 Nunapitchuk 99641
Phone: 832-5501 Population: 4,559 Phone: 527-5327
Fax: 832-5503 Incorporated: 1969
Incorporated: 1921 
Population: 504

Population: 475
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Second Class City Second Class City Second Class City
P.O. Box 109 P.O. Box 5040 P.O. Box 90
Old Harbor 99643 Pilot Station 99650 Quinhagak 99655
Phone: 286-2204/2203 Phone: 549-3211 Phone: 556-8315/8615
Fax: 286-2278 Fax: 549-3014 Incorporated: 1975
Incorporated: 1966 Incorporated: 1969 Population: 501
Population: 298 Population: 470

Ouzinkie
Ruby

Platinum Second Class Cily
Second Class City Second Class City P.O. Box 90
P.O. Box 109 General Delivery Ruby 99768
Ouzinkie 99644 Platinum 99651 Phone: 468-4401/4424
Phone: 680-2209 Phone: 9798114 Fax: 468-4443
Fax: 680-2223 Fax:979-8114 Incorporated: 1973
Incorporated: 1967 Incorporated: 1975 Population: 207
Population: 216 Population: 54

Palmer
Russian Mission

Point Hope Second Class City
Home Rule City Second Class City P.O. Box 49
231 W. Evergreen Ave. P.O. Box 169 Russian Mission 99657
Palmer 99645 Point Hope 99766 Phone: 584-5111
Phone: 745-3271 Phone: 368-2537/2836 Incorporated: 1979 

Population: 266Fax: 745-0930 Fax: 368-2835
Incorporated: 1951 Incorporated: 1966
Population: 3,039 Population: 680 St. George

Second Class City
Pelican Port Alexander P.O. Box 929
First Class City Second Class Cily St. George Island 99591
P.O. Box 757 P.O. Box 8068 Phone: 859-2263/2264
Pelican 99832 Port Alexander 99836 Fax: 859-2212 Also:
Phone: 735-2202 Phone: 568-2211 4000 Old Seward Highway,
Fax: 735-2258 Incorporated: 1974 Suite 301
Incorporated: 1943 Population: 119 Anchorage 99503
Population: 265 Phone: 561-2124

Petersburg
Port Heiden Incorporated: 1983
Second Class City Population: 287

Home Rule City P.O. Box 490
P.O. Box 329 Port Heiden 5 -549 St. Mary’s
Petersburg 99833 Phone: 837v '09 First Class City
Phone: 772-4511 Fax: 837-224 P.O. Box 163
Fax: 772-3759 Incorporated 972 St. Mary's 99658
Incorporated: 1910 Population: 1, Phone: 438-2515/2617
Population: 3,680 Fax:438-2719

Pilot Point
Port Lions Incorporated: 1967
Second Clas -ty Population: 477

Second Class City P.O. Box 1 If
P.O. Box 430 Port Lionc 9T jO St. Michael
Pilot Point 99649-0430 Phone: 454-2 2 Second Class Cily
Phone: 797-2200 rax: 454-242, P.O. Box 70
Fax: 797-2211 Incorporated. 166 St. Michael 99659
Incorporated: 1992 Population: 233 Phone: 923-3222
Population: 97 Fax: 932-2284 

Incorporated: 1969 
Population: 324
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* M U I uuianirv
Second Class Cily 
P.O. Box 901 
St. Paul Island 99660 
Phone: 546-2331 
Fax: 546-2365 
Incorporated: 1971 
Population: 771

Sand Point
First Class Cily 
P.O. Box 249 
Sand Point 99661 
Phone: 383-2696 
Fax: 383-2698 
Also:
1007 W. 3rd Ave., 1/201 
Anchorage 99501 
Phone: 274-7555 
Incorporated: 1966 
Population: 1,073

Savoonga
Second Class City 
P.O. Box 87 
Savoonga 99769 
Phone: 984-6614 
Fax: 984-6411 
Incorporated: 1969 
Population: 545

Saxman
Second Class City 
Route 2, Box 1 
Saxman 99901 
Phone: 225-4166 
Fax: 225-6450 
Incorporated: 1930 
Population: 379

Scammon Bay
Second Class City 
P.O. Box 90 
Scammon Bay 99662 
Phone: 558-5529 
Fax: 558-5626 
Incorporated: 1967 
Population: 360

Second Class City 
P.O. Box 49 
Selawik 99770 
Phone: 484-2132 
Fax: 484-2209 
Incorporated: 1977 
Population: 597
Seldovia
First Class City 
P.O. Drawer B 
Seldovia 99663 
Phone: 234-7643 
Fax: 234-7430 
Incorporated: 1945 
Population: 302
Seward
Home Rule City 
P.O. Box 167 
Seward 99664 
Phone: 224-3331 
Fax: 224-3248 
Incorporated: 1912 
Population: 2,806
Shageluk
Second Class City 
P.O. Box 107 
Shageluk 99665 
Phone: 473-8221 
Fax: 473 8220 
Incorporated: 1970 
Population: 144

Shaktoolik
Second Class City 
P.O. Box 10 
Shaktoolik 99771-0027 
Phone: 955-3441 
Fax: 955-3221 
Incorporated: 1969 
Population: 212
Sheldon Point
Second Class City 
P.O. Box SXP 
Sheldon Point 99666 
Phone: 498-4226/4250 
Fax: 498 4250 
Incorporated: 1974 
Population: 103

o i i is i i iu a r u i
Second Class’ City 
General Delivery 
Shishmaref 99772 
Phone: 649-3781/4811 
Fax; 649-3731 
Incorporated: 1969 
Population: 466
Shungnak
Second Class City 
P.O. Box 59 
Shungnak 99773 
Phone: 473 2161 
Fax: 437-2176 
Incorporated: 1967 
Population: 224

Skagway
First Class Cily 
P.O. Box 415 
Skagway 99840 
Phone: 983-2297 
Fax: 983-2151 
Incorporated: 1900 
Population: 735
Soldotna
First Class City 
177 N . Birch St. 
Soldotna 99669 
Phone: 262-9107 
Fax: 262-1245 
Incorporated: 1967 
Population: 3,652
Stebbins
Second Class City 
P.O. Box 22 
Stebbins 99671 
Phone:934-3451 
Fax: 934-3452 
Incorporated: 1969 
Population: 442
Tanana
First Class City 
P.O. Box 249 
Tanana 99777 
Phone: 366-7159 
Fax: 366-7205 
Incorporated; 1961 
Population: 407
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Teller
Second Class Cily 
P.O. Box 548 
Teller 99778 
Phone: 642-3401 
rax: 642-2051 
Incorporated: 1963 
Population: 254

Tenakee Springs
Second Class Cily 
P.O. Box 52
Tenakee Springs 99841 
Phone: 736-2221 
Incorporated: 1971 
Population: 106

Thorne Bay
Second Class City 
P.O. Boxl9110 
Thorne Bay 99919 
Phone: 828-3380 
Fax: 828-3374 
Incorporated: 1982 
Population: 637

Togiak
Second Class City 
P.O. Box 99 
Togiak 99678-0099 
Phone: 493-5820/5920 
Fax: 493-5932 
Incorporated: 1969 
Population: 738

Toksook Bay
Second Class City 
Gen. Delivery, Nelson Is. 
Toksook Bay 99637 
Phone: 427-7613/7511 
Incorporated: 1972 
Population: 449

Tuluksak
Second Class City 
General Delivery 
Tuluksak 99679 
Phone: 695-6212 
Incorporated: 1970 
Population: 371

Tununak
Second Class City 
P.O. Box 69 
Tununak 99681 
Phone: 652 6527 
Incorporated: 1975 
Population: 333

Unalakleet
Second Class City 
P.O. Box 28 
Unalakleet 99684 
Phone: 624-3531 
Fax: 624-3130 
Incorporated: 1974 
Population: 732

Unalaska
First Class City 
P.O. Box 89 
Unalaska 99685 
Phone: 581-1251 
Fax: 581-1417 
Incorporated: 1942 
Population: 3,825

Upper Kalskag
Second Class City 
P.O. Box 80 
Upper Kalskag 99607 
Phone:471-2220 
Incorporated: 1975 
Population: 173

Valdez
Home Rule City 
P.O. Box 307 
Valdez 99686 
Phone: 835 4313 
Fax: 835-2992 
Incorporated: 1901 
Population: 4,360

Wainwright
Second Class City 
P.O. Box 9 
Wainwright 99782 
Phone: 763-2815 
Fax: 763-2811 
Incorporated: 1962 
Population: 536

Wales
Second Class City 
P.O. Box 489 
Wales 99783 
Phone: 664-3501 
Fax: 664-3641 
Incorporated: 1964 
Population: 147

Wasilla
First Class City 
290 E. Herning Ave. 
Wasilla 99654-7091 
Pltone: 373-9050 
Fax: 373-9085 
Incorporated: 1974 
Population: 4,124

White Mountain
Second Class City 
P.O. Box 66 
White Mountain 99784 
638-3411/ fax: 638-3421 
Incorporated: 1969 
Population: 182
Whittier
Second Class City 
P.O. Box 608 
Whittier 99693 
472-2327/ fax: 472-2404 
Incorporated: 1969 
Population: 279
Wrangell
Home Rule City 
P.O. Box 531 
Wrangell 99929 
874-2382/fax: 874-3952 
Incorporated: 1903 
Population: 2,539

Yakutat
(See Municipalities and 
Boroughs)

Source: Municipal Officials Directory 1993, Department of Community nnd Regional Affnirs 
ami llm Alaska Municipal league. The population of some towns may differ from federal 
census figures.
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F i r s t  C l a s s  C i t y

ff ire“ d S edty::A C O m m U nitythatm eetethef0 llOWingStandardsmayirlcorPo ra teas
1. The com m unity  has 400 or more perm anent residents.
2 . The boundaries of the proposed city include all areas necessary to 
provide m unicipal services on an efficient scaie.
3. The econom y includes the hum an and financial resources necessary  to 
TPr , d^ ° Ca SeT eS- In consid er ingthe econom y o f  the comm unity, the

ary  Cor^missIon shall consider property valuations, eco­
nomic base personal income, resource and commercial developm ent  
anticipated functions, and the expenses  and income o f  the proposed c ity ’

including the ability of the com m unity  to generate local revenue.
4. The population of the com m unity  is stab le  enough to support local 
government.
5. There is a dem onstrated need for local government.

P o w e r s :  If  the city is not in a borough, by law it  m ust provide planning, platting,  
zoning; taxation; and education. Can add other powers for serv ices  (police, water, 
sewer, etc.) by council action.

L o c a l  A c t io n  N e e d e d :  Petition to the D epartm ent o f  C om m unity  and Regional 
Affairs w ith  the signature and resident addresses  o f  50 p erm an en t resident  voters or 
of 15 percent of the perm aner 4 resident voters w ith in  the proposed m unicipality, 
whichever is greater, based on cne num ber w ho voted in the last  general election.

M u n ic ip a l  O ff icers:  Elected council and mayor. If the city is not part o f  a borough  
it will have an elected school board and appointed p lanning and zoning comm ission. 
M ay adopt the m anager  plan of government.

S e c o n d  C l a s s  C i t y

R e q u ir e m e n t s :  A com m unity which m eets  all o f  the above stan dards  except (1) m ay  
incorporate as a second class city.

P o w e r s :  I f t h e c i t y i s  not in a borough, it m ay  provide planning, p latt ing  and zoning.
It is not required by law  to do so. May add other powers for services  (such as police, 
water, sewer, etc.) by council action. The city does not have the pow er o f  education; 
therefore, the city is  not a school district.

L o c a l  A c t io n  N e e d e d :  Petition to the D epartm ent o f  C om m unity  and Regional 
Affairs with the s ignatures  and resident addresses  of 25 perm an en t resident voters  
or of i5  percent of the perm anent resident voters w ithin  the proposed m unicipality,  
whichever is greater, based on the num ber who voted in the last  general election.

M u n ic ip a l  O ff icers:  Elected council. The m ayor is appointed from council m em bers.
If the city is not part o f  a  borough, it could have an appointed p lann ing  and zoning  
commission and an advisory school board. May adopt the m anager  plan o f  govern­
ment.

S o u rc e :  Adapted from Title 29 of S ta te  of A laska Municipal Code. D eta iled  inform ation on 
local government can be obtained from the S ta te  D e p a r tm en t  of C om m unity  and  Regional 
Affairs, Ju n eau ,  Alaska. Also prepared by the League of Women Voters of A laska.



S u m m a r y  o f  M u n i c i p a l  P o w e r s

T Y P E  O F  C IT Y  C L A S S I F I C A T I O N

Powers

Codify Ordinances

Establish Election 
Procedures

Taxation: 
Property Tax

Second Class

Mandatory

Mandatory; election 
procedure establish­
ed by ordinance

Optional; tax and 
'“'ISvyTstablished by 

referendum

Sales Tax

Education

Planning and 
Zoning

Eminent Domain

Sell, Buy, 
Exchange Real 
Property

Incur
Indebtedness 

Revenue Bonds

General Ad­
m in istrative Powers

Operate Facilities 
and Services

Regulate
Rights-of-Way

Establish
H istorical D istricts

E xtra te rrito ria l
Jurisd iction

Optional; tax and 
levy established by 
referendum

Provided by REAA

Optional

Granted by 
referendum

Granted by 
ordinance

Referendum
required

Ordinance required

Optional

Optional

Optional

Optional

Optional; powers 
adopted by 
ordinance

First Class

Mandatory

Mandatory; election 
procedure establish­
ed by ordinance

Optional; property 
tax and rate 
established by coun­
cil action

Optional; tax and 
levy established by 
referendum 
rule charter

Mandatory school 
district*

Mandatory

Granted by 
ordinance

Granted by 
ordinance

Referendum
required

Ordinance required

Optional

Optional

Optional

Optional

Optional; powers 
adopted by 
ordinance

Home Rule

Mandatory

Mandatory; elec­
tion procedure 
established by 
home rule char­
ter and by ordi­
nance

Optional; property 
tax and raies 
established by or­
dinance unless 
referendum re­
quired by home 
rule charter

Optional; pro­
cedure estab­
lished in home

Mandatory school 
district*

Mandatory

Granted by ordinance 
unless required 
by home rule

Granted by home 
rule charter and 
by ordinance

Referendum
required

Ordinance required 
unless referendum 
requ.red by home 
rule charter

Optional

Optional

Optional

Optional

Optional; powers 
adopted by 
ordinance

O nly app lies  to cit ies  o u ts id e  of an  o rgan ized  borough.
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S u m m a r y  of C i t y  G o v e r n m e n t

CHARACTERISTIC

City Council 
School Board

Mayor
City Manager 

City Administrator

City Council 
School Board 
Mayor

City Manager

City Administrator

City Council 
School Board 
Voting Power 
(Mayor)

Veto Power 
(Mayor)

T Y PE O F CITY CLASSIFICATION

SECOND CLASS FIRST CLASS

Term of Office

3 or 4 years 
No school powers

i year
Serves at pleasure of 

Council 
Serves at pleasure of 

Mayor or Mayor 
assumes Administra­
tor duties

3 years 
3 years

3 years
Serves at pleasure of 

Council 
Serves at pleasure of 
Mayor or Mayor 

assumes Admin- 
strator duties

Method of Election

Elected at large 
No school powers 
Elected by City 

Council 
Manager Plan 

adopted by Referen­
dum. City Manager 
appointed by Council

Appointed by Mayor 
in absence of 
Manager Plan

Elected at large 
Elected at large 
Elected at large

Manager Plan 
adopted by Referen­
dum. City Manager 
appointed by Council

Appointed by Mayor 
in absence of 
Manager Plan

HOME RULE

Home Rule: 
All charac­
teristics 
determined 
by home rule 
charter

Membership

7 members 
No school powers 
Votes on all issues

No veto power

6 members 
5 members 
Only votes in case  

of ties 
Veto power over 

Council action: 
Councii ... 
override
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P r o h i b i t e d  b y  L a w

F i r a t  « n d  S e c o n d  CLrw  C i ty  Pcrw ore 

f o r  N fe n ic lp a lltle *  N o t In a  B o ro u ^ i

G e n e r a l  P o w e r * S e c o n d  C l a s s F i r s t  C l a s s R e f e r e n c e s

M u n i c i p a l  P r o p e r t y M a n d a t o r y M a n d a t o r y A S  2 9 . 3 5 . 0 9 0

A d m i n i s t r a t i v e ,  
L e g a l ,  F i n a n c i a l

O p t i o n a l O p t i o n a l A S  2 9 . 3 5 . 0 1 0

A l c o h o l i c
B e v e r a g e *

O p t i o n a l O p t i o n a l A S  2 9 . 3 5 . 0 8 0  
A s  C V ; . 1 1 . 4 8 0 - 5 6 0

E m e r g e n c y  D i s a s t e r s O p t i o n a l O p t i o n a l A S  2 9 . 3 5 . 0 4 0

E m e r g e n c y  S e r v i c e *  

C o m m u n i c a t i o n  C e n t e r
O p t i o n a l O p t i o n a l A S  2 9 . 3 5 . 1 3 0

E m i n e n t  D o m a i n O p t i o n a l  
w / v o t e r  O K

O p t i o n a l A S  2 9 . 3 5 . 0 3 0

E x t r a t e r r i t o r i a l
J u r i s d i c t i o n

O p t / l l m i t e d  
w / v o t e r  O K

O p t / l i m i t e d  
w / v o t e r  O K

A S  2 9 . 3 5 . 0 2 0

F r a n c h i s e  a n d  P e r m i t * O p t i o n a l O p t i o n a l A S  2 9 . 3 5 . 0 6 0

G a r g a g e  a n d  S o l i d  W a s t e O p t i o n a l O p t i o n a l A S  2 9 . 3 5 . 0 5 0

P u b l i c  U t i l i t i e s O p t i o n a l O p t i o n a l A S  2 9 . 3 5 . 0 7 0

T a x e s  -  A s s e s s m e n t  
a n d  C o l l e c t i o n

O p t i o n a l  
w / v o t e r  O K

O p t i o n a l  
w / v o t o r  O K

A s  2 y . 3 5 . 0 1 0 ( 6 )  
A t  2 9 . 4 5 . 5 5 0

P r o p o r t y  T a x  L i m i t s 5 M U  la 3 0  M U I s A s  2 9 A  5 . 0 9 0  &  5 9 0

S a l e s  T a x  L i m i t 6  P e r c e n t 6 P e r c e n t A S  2 9 A 5 . 6 5 0  &  7 0 0

O t h e r  P o w e r s

E d u c a t i o n N o t  A l l o w e d M a n d a t o r y A S  2 9 . 3 5 . 2 6 0 ( b )

P l a n n i n g ,  e t c . - . O p t i o n a l M a n d a t o r y A S  2 9 . 3 5 . 2 6 0 ( c )

A n y  O t h e r  P o w e r  N o t O p t i o n a l O p t i o n a l A S  2 9 . 3 5 . 2 6 0



A L A S K A  S T A T E  L E G IS L A T U R E

/Ji'Im Jiiiu-imii Office 
rO .  Uox 1189 

IVIi.i Junction, A K  99737-1 189 
907-K9S<l2 ifi

WJuk in Juikviii
Si,lie Cif'iml, Kmun 110 

Junoiiii, A K  99801 
907-th5-4S59

R e p r e s e n t a t i v e  H a r l e y  O l b e r g

SPONSOR SUMMARY 
CS FOR SSHB 397

An A c t  r e la t in g  to  t h e  p o w e r  to le v y  p r o p e r ty  t a x e s  in s e c o n d  c l a s s  
c i t i e s  a n d  c o m b in in g  a  p r o p e r ty  tax  a n d  in c o r p o r a t io n  q u e s t io n .

NEED FOR THE LEGISLATION

A l a s k a  s t a t u e s  2 9 . 4 5 . 5 9 0  p r e s e n t s  a n  o p e r a t i o n s  a n d  e c o n o m i c  
d e v e l o p m e n t  p r o b le m  for s e c o n d  c l a s s  c i t i e s .  T h a t  la w  p l a c e s  a  5  

mill limit o n  t h e  r a te  o f  rea l  a n d  p e r s o n a l  p r o p e r ty  s e c o n d  c l a s s  
c i t i e s  m a y  le v y .  G iv e n  n e w  a n d  e m e r g i n g  f i s c a l  p o l i c i e s  o f  th e  s t a t e  
w h ic h  r e s u l t  in l e s s  m u n ic ip a l  a s s i s t a n c e  a n d  r e v e n u e  s h a r in g ,  l e s s  
s t a t e  a n d  f e d e r a l  g r a n t  m o n e y  a n d  h e a v y  c o m p e t i t i o n  for  t h e s e  
s c a r c e  d o l la r s ,  s e c o n d  c l a s s  c i t i e s ,  w h o  h a v e  tra d it io n a lly  r e l ie d  o n  
t h e  s o u r c e s  to  m a k e  up th e ir  b u d g e t s ,  f a c e  r e v e n u e  s h o r t fa l l s  w h ic h  
t h r e a t e n  th e ir  e c o n o m i c  s ta b i l i ty  a n d  h in d e r  d e v e l o p m e n t .

T h e  e f f e c t  o f  s t a t e  a n d  f e d e r a l  f i s c a l  p r o b l e m s  i n c r e a s i n g ly  c o m e s  
to r e s t  a t  t h e  lo c a l  l e v e l .  It i s  u n l ik e ly  th a t  th is  t r e n d  will r e v e r s e .  
T h e  bu lk  o f  A l a s k a ' s  m u n ic ip a l  g o v e r n m e n t s  ar  s e c o n d  c l a s s  c i t i e s ,  
1 1 7  in a ll .  T h e  S t a t e  o f  A l a s k a  w i s h e s  to t r a n s fe r  m o r e  f is c a l  
r e s p o n s ib i l i t y  to  lo c a l  g o v e r n m e n t s  for t h e  o p e r a t io n  o f  a  h o s t  o f  
p r o g r a m s  fo r m e r ly  w e l l  f u n d e d  t h r o u g h  g r a n t s .  T h e  m i s s i n g  link in 
th is  p o l ic y  is  t h e  t r a n s fe r  o f  full t a x a t io n  p o w e r s  to  s e c o n d  c l a s s  
c i t i e s  s o  t h e y  c a n  m a k e  d e c i s i o n s  r e g a r d in g  t h e  l e v e l  o f  t a x a t io n  
t h e y  w i s h  to  i m p o s e  u p o n  t h e m s e l v e s  for  s e r v i c e s .

Rttultnce- f’O liox 1068 • Delta Junction, AK 99737 • 907-895-1305



A L A S K A  S T A T E  L E G IS L A T U R E

Di'fin yi.nrii.iii Office
r>o. Uox i is9

IVIi;i Junction, A K  W 737-II89
y07-8V5-42 )fi

\V’/nlr in Jioit'iiu,
Suite.' Oipnol. Knnin 110 

Jnnr.iu. A K  ‘79801 
907-Mi 5-̂ 859

R e p r e s e n t a t i v e  H a r l e y  O l b e r g

A S  2 9 . 4 5 . 5 9 0  w a s  w ritten  in a n  e r a  m u c h  d i f fe r e n t  th a n  w e  find  
to d a y .  W e  h a v e  r e s e a r c h e d  th e  le g i s la t iv e  h is tory  o f  th is  a n d  c a n  
find n o th in g  in th e  w ritten  r e co r d  to  s u g g e s t  t h e  r e a s o n  s e c o n d  c l a s s  
c i t i e s  w e r e  l im ited  to  5  m il ls .  H o w e v e r ,  a n e c d o t a l  in fo r m a t io n  
g l e a n e d  from  le g a l  s c h o l a r s  w h o  h a v e  s t u d ie d  T it le  2 9  S u g g e s t  that  
t h e  lim itation  w a s  in c lu d e d  a s  a n  in c e n t iv e  for c o m m u n i t i e s  to  
in c o r p o r a te  w ith o u t  t h e  f e a r  th a t  in s o  d o in g  t h e y  w o u ld  b e  s e t t in g  
t h e m s e l v e s  up  for h igh  t a x e s , .  W h ile  th is  m a y  h a v e  b e e n  a n  in c e n t iv e  
m a n y  y e a r s  a g o  g iv e n  th e  r e v e n u e  5  m ills  will r a i s e  in a  s m a l l  
c o m m u n i t i e s ,  it w o u ld  m o s t  l ikely n o t  b e  s u c h  a n  i n c e n t i v e  t o d a y .

IF THE ST A T E  W IS H E S  TO  IM PO SE G R EA TE R  FINANCIAL  
RESPONSIBILITY O N  S E C O N D  C L ^ S S  CITIES IT M U ST  REM O V E THE  
LEGAL SH A C K L ES. C S  FOR S S H B  3 9 7  IS THE M O ST  IM PORTANT S T E P  
THE LEGISLATURE CAN TAKE IN THE REGARD.

C S  for S S H B  3 9 7  a l lo w s  a  s e c o n d  c l a s s  c ity  to le v y  a  p r o p e r ty  tax  o f  
to  2 0  m ills  (2 %), w ith o u t  a  r e fe r e n d u m .  At p r e s e n t  t h e  m a x im u m  
a l lo w a b le  limit is  5  m ills  ( .5 % ).

At t h e  p r e s e n t  t im e ,  t h e r e  a r e  o n ly  tw o  s e c o n d  c l a s s  c i t i e s ,  l o c a t e d  
o u t s id e  b o r o u g h s ,  w h ic h  le v y  a  p rop er ty  tax , E a g l e  a n d  W hittier .  
C & R A  s t a t e s  t h e r e  is  little a c tiv ity  o f  a n y  o t h e r  s e c o n d  c l a s s  c i t i e s  
p u r s u in g  a  p r o p e r ly  tax . B a s e d  u p o n  t h e s e  f a c t s  it a p p e a r s  th a t  t h e r e  
w o u ld  b e  little f i s c a l  im p a c t  it a n y  by p a s s a g e  o f  th is  bill.

Kesuknce P.O. Box 1068 • Delta Junction, A K  '797)7 » 907.8y5-4305



A L A S K A  S T A T E  L E G IS L A T U R E

I iiiu 'I i i iii O jficc 
P.O. I W  1189 

IVlt.i junction, A K  99737-1189 
907-895-12 16

R e p r e s e n t a t i v e  H a r l e y  O l b e r g

In r e g a r d s  to  t h e  r e f e r e n d u m  q u e s t i o n ,  t h e  A la s k a  M u n ic ip a l  l e a g u e  
s u p p o r t s  t h e  r e m o v a l  o f  t h e  r e q u i r e m e n t s  th a t  a n y  p r o p e r ty  ta x  l e v y  
b e  s e t  b y  r e fe r e n d u m .  In A l a s k a  s e c o n d  c l a s s  c i t i e s ,  j u s t  a s  in o t h e r  
m u n ic ip a l i t ie s ,  c o u n c i l  m e m o e r s  a r e  e l e c t e d  by  t h e  v o t e r s  to  m a k e  
t h e  d e c i s i o n s  n e c e s s a r y  to  run t h e  c ity .  T h e y  s h o u ld  b e  g i v e n  th e  
ab ili ty  to  s e t  p r o p e r ty  ta x  l e v i e s  b y  o r d i n a n c e  w i th o u t  h a v in g  to  
re fer  e a c h  c h a n g e  to  t h e  v o t e r s .  C o n d u c t in g  e l e c t i o n s  is  b o th  
e x p e n s i v e  a n d  t im e  c o n s u m i n g .

C ity  c o u n c i l s  d o  n o t  a c t  in a  v a c u u m ,  p art icu lar ly  in s m a l l  c i t i e s .  If 
t h e  d e l e t i o n  o f  r e f e r e n d u m  is p a s s e d ,  t h e  p r o p e r ty  ta x  l e v i e s  w o u ld  
b e  s e t  b y  o r d in a n c e ,  ju s t  a s  t h e y  a r e  in o t h e r  t y p e  m u n ic ip a l i t ie s ,  
a n d  c i t i z e n s  w o u ld  h a v e  a m p l e  o p p o r tu n i ty  to  e x p r e s s  th e ir  
c o n c e r n s .  C o u n c i l  m e m b e r s  s h o u l d  b e  g i v e n  au th or ity  to  d o  th a t  for  
w h ic h  t h e y  h a v e  b e e n  g i v e n  r e s p o n s ib i l i t y .  N o th in g  w o u ld  k e e p  t h e m  
from  re ferr in g  t h e  i s s u e  o f  a  p r o p e r ty  ta x  l e v y  to  t h e  p u b l ic  for a n  
a d v i s o r y  v o t e ,  but it s h o u l d  n o t  b e  r e q u ir e d .

Ktikfencf P.O. Box 1068 • Deli.'i Junction, A K  99737 • 907-895-4305
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H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E

The best method of assuring the Alaska consumer of competitive auto 
insurance premiums is to have a marketplace which encourages 
competition. A greater number of insurance companies doing business in 
Alaska will ensure a more competitive premium in all areas of insurance 
coverages. HB 403 was introduced to encourage this competitive 
marketplace by not mandating unreasonable insurance coverages.

Current law requires all insurance companies offering auto liability 
coverage to provide coverage up to $1,000,000 per person for bodily injury or 
death of one person and $2,000,000 per accident for bodily injury or death for 
more than one person (known in the industry as uninsured/underinsured 
motor vehicle coverage). (See AS 21.89.020)

No other state mandates a company to offer UM/UIM coverage higher than 
the driver selects for himself. In fact, no other state mandates even the 
minimum levels of coverage we have here in Alaska of 50/100/25 (see 
attached list).

HB 403 removes the mandatory offering of $1 million/$2 million by 
amending AS 21.89.020(c) to require coverage that includes policy limits 
equal to the limit voluntarily pm-chased to cover the insured's liability for 
bodily injury or death. Coverage may not, however, be less than the policy 
limit in AS 28.20.440.

Since records show virtually no one now opts for the high Alaska UM/UIM 
limits and Alaska's minimal limits are twice the amount in any other 
state, these changes are very reasonable.

Nothing precludes any motorist from purchasing any level desired, but this 
bill now removes the mandated "offer" provision.

HB 403 has the support of the Division of Insurance and the Alaska 
Independent Insurance Agents and Brokers, and has a zero fiscal note.

ALASKA STATE LEGISLATURE STATE CAPITOL. JUNEAU. AK 99801-11X2
(907) 465-4954

SPONSOR STATEMENT FOR HOUSE B IL L  403

SPONSOR STATEMENT



00-H11LM DIVISION OF INSURANCE 
LETTER OF SUPPORT

DEPARTMENT OF COM M ERCE AND 
ECONOMIC DEVELOPM ENT

DIVISION OF INSURANCE

P .O . B O X  1 1 0 8 0 5  
J U N E A U . A L A S K A  9 9 8 1 1 - 0 6 0 .5  
P H C N E  ( 9 0 7 ' -1 5 5 -2 5 1 5

J a n u a r y  IS . 1994

The H onorable Bill H udson 
A laska House of Representatives 
S ta te  Capitol. Room 108 
J u n e a u .  Alaska 9 9 8 0 1 -1 1S2

D ear Representative  Hudson:

Re: U n in su re d  M otorist Coverage Offer

AS 21 .89 .020(c)(2) re q u ire s  the  offer of u n i n s u r e d  or u n d e r i n s u r e d  
m o to r is ts  coverage in excess  of coverages v o lu n ta r i ly  p u rc h a s e d  by an  
insured . This rule has been  a b a rr ie r  to in su re rs  w ish ing  to do b u s in e ss  in 
the  s ta te  b u t  who are u n ab le  to provide the  h igh  lim its requ ired  in the 
m a n d a to ry  offer. O ur d isc u ss io n s  w ith  in su re rs  su g g e s t  th a t  the offer oi 
h igher limits is rarely accepted.

The Division of In su ra n c e  s u p p o r t s  a  revis ion  t h a t  w ould  rem ove the 
m an d a to ry  offer of h igher limits an d  re tu rn s  to a  m a n d a to ry  offer to m a tch  
the  lim its voluntarily pu rch ased . We would be p leased  to work with you to 
revise th e  law to reflect su ch  a change.

Verv tru iv  vo.ars.

\

v \

' / 1
David W alsh 
D ire c to r

» I *

W A LT ER  J . H IC K EL , G O V E R N O R



F e b r u a r y  IS'fch. 1 9 9 4

Aiaesca Hcciac o f  i J s p r a o x n ta t  iv e a  
S ta b *  o f  A la s k a
C hairm an  H udson , ^ c u o e  L ab o r & Commerce C o ra n ita e s

H*: iiS 403

D - s r  C h a l n a i :  H u d s o n ,

I a n  s u b m i t t i n g  t h i s  I s t t s r  a s  robuttai. t o  t h e  t e m t i m c n y  gi''tn 

zz t h e  c o m m i t t e e ,  by S e n a t o r  D a v e  D c n i e v  r e g a r d i n g  t h i a bill.

U n i n s u r e d  m o t o r i s t s  c o v e r a g e  h a s  b e e n  a v a i l a b l e  t o  t h e  c i t i r ? n s  of 
A l a s k a  f o r  s s v e r s l  d e c a c e a ,  a n d  c r i g r n a l i y  o n ly  a p p l i e d  to b o d i l y  

i n j u r y .  I n d u s t r i a l  I n d e m n i t y  C o m p a n y  b e g a n  v o l u n t a r i l y  o f f e r i n g  
u n i n s u r e d  m o t o r i s t s  p r o p e r t y  d a m a g e  c o v e r a g e  i n  t h e  a i d  1 2 7 0 ' 3 ,  a n d  

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

U n d e r i n a u r e d  m o t o r i s t s  c o v e r a g e  i s  a r e l a t i v e l y  r . cov«?r*gc t h a t  
i n t r o d u c e d  t o  A l a s k a  in t h e  e a r l y  1 9 8 0 '  =, a n d  bocasxs a v a i l a b l e -  to 

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

T h e  c o n c e r n  t h a t  h a s  b«<*n s x p r s s a e d  by  the- i n s u r a n c e  i n d u s t r y ,  i s  
n o t  t h e  a v a i l a b i l i t y  o r  r e q u i r e m e n t s  t o  o f f e r  u n i n s u r e d / u n d e r m s u r e d  
m o t o r i s t s  C o v e r a g e ,  aa a l l  i n a u r a n c o  c o m p a n i e s  c u r r e n t l y  o f f e r  a n d  

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

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

c o v e r a g e  i n  A l a s k a  o n l y  d e a i r ?  t o  p r o v i d e  l i m i t s  o f  l i a b i l i t y  up t o  

4320,300.130. T h i s  i a  u s u a l l y  d u e  t o  t h e  t y p e  o f  d r i v e r s  t hat' t h e y  

m a r k e t  t h e i r  i n s u r a n c e  too, s u c h  a s  h i g h e r  r i s k  d r i v e r s .  T h e  c u r r e n t  
a t s t u i w  itsndate t h a t  t h i s  l n s v n n c o  c o m p a n y  o f f e r  to t h i s  d r i v e r  

l i m i t s  of u n i n a u r s d / u n d e r i n s u r e d  m o t o r i s t s  c o v e r a g e  u p  t o  = 1 , 0 0 0 . 0 0 0 . 0 0  
p e r  p e r s o n  f o r  b o d i l y  i n j u r y  a n d  = 2 , 2 0 0 , 3 0 0 . 0 0  p e r  a c c i d e n t  f o r  b o d i l y  
i n j u r y .  V e r y  f e v  o l  t h e s e  d r i v e r s  a c t u a l l y  c h o o s e  t h i s  l i m i t  o f  
cove-r-age, b u t  t h e  m a n d a t e d  r e q u i r e m e n t  i s  p r e s e n t .

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

t h e  i n s u r a n c e  c o m p a n i e s ,  i s  t o  o f f e r  t h e  s a m e  c a r r » a p o n d i n g  l i m i t  o f  
i n s u r a n c e  f a r  u n i n s u r e d / ' u n d e r i n H u r s d  m o t o r i s t s  c o v o r a g o  q o  ±* p r o v i d e d  

f o r  t h e  d r i v e r s  l i a b i l i t y  l i m i t  to t h e  p u b l i c .
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An  e : - : a m p l e  v c u i d  b e  t o  p r o v i d e  a  S3Q<3, 9 0 0 .  30 l i m i t  o f  l i a b i l i t y  
t e r  - b e  p u b l i c  p r o p s c o i o n .  a n d  d ’300, 0 0 0 .  30 i i m i t  o f  y a i r . j u r ? d , '  
u n c  o r  i n s u r e d  m o t o r i s t s  c o v e r a c e  f o r  t h e  i n s u r e d .  Mo o i l  o r  s t a t s  i n  
t h e  u n i o n  a a n f l a t s a  : n a t  t h e  i n s u r a n c e  c o m p a n y  c i d e r  l i m i t s  o f  
a n i n s u r o d y y n d o r i / i s u r o d  i s a t a r i a t a  c o v e r a a c  h i g h e r  t h a n  t r o s s  p r o v i d e d  
£ o t  p r o t e c t t o r .  t a  - . h o  p u b l i c .  T h e  t h i n k i n g  i s  t h a t ,  i d  t . '  = i n s u r e d  i s  
• ' t i l i n g  t o  a u r a h o o o  p r o t a c i i a n  t o  t h a  p u b l i c  a t  a  c e r t a i n  l i m i t ,  t h a n  
t h a t  t n a u r t d  o h o u l d  b e  a b l e  t o  e n s u r e  p r o t e c t i o n  d c r  t h e i r  c v n  f a m i l y  
o p u a i  t o  t h a t  s a m e  l i m i t .

T h e  S t a t e  o f  A l a s k a  h a s  c a n y  s t a t u t e s  a n d  r e g u l a t i o n s  t h a t  j d d r o c  
t h e  i n s u r a n c e  r e q u i r e m e n t s  c o r  p r o t e c t i o n  t o  t h e  p u b l i c , -  i n c l u d i n g  
C o n s t r u c t i o n  C o n t r a c t o r s ,  T r u c k e r s ,  A i r  T a t i  O p e r a t o r s ,  a t e .  I n  a i l  
o f  t h e s e  i n s t a n c e s ,  t h e  s t a t u t e s  a n d  r e g u l a t i o n s  o n l y  a d d r e s s  t h e  
m i n i m u m  r e q u i r e m e n t s  t h a t  m u s t  b e  m a i n t a i n e d  b y  t h e  r e g u l a t e d  b u s i n e s s  
t h e y  c e r t a i n l y  d o  n o t  s t i p u l a t e  a  m a x i m u m  t h a t  m u a t  b e  p r o v i d e d .

I  v o u i d  l i l e e  t o  e n c o u r a g e  t h e  c o m m i t t e e  t o  p r o m o t e  t h e  m i n i m u m  
■ s t a n d a r d s ,  a n d  l o t  t h e  i n s u i o n c *  m a r k e t  c o m p e t i t i o n  d i c t a t e  t h e  h i g h e r '  
l e v e l s  o f  i n s u r a n c e  U n i t s  o f f e r e d  t o  t h e  i n s u r e d .

I n  t h e  t e s t i m o n y  g i v e n  t o  t h e  c o m m i t t e e  b y  S e n a t o r  D o n l e y .  I  n e e d  
t o  c l a r i f y  a  r a t h e r  g l a r i n g  m i s u n d e r s t a n d i n g  t h a t  h e  h a c  r a g a r c i r . g  a n  
’ U m b r e l l a  P o l i c y * .  1  am  u n a v a r r  o f  » n y  ’ U m b r e l l a  P o l i c y *  t h a t  o f f e r s  
t h e  i i a i t s  t c  b e  e t c c e c c  o v e r  a n y  u n i n s u r e d / u n d e r i . 1 a u . - 9 c  ^ c t o r i o t c  
c o v e r a g e .  A n  ’ U m b r e l l a  P o l i c y *  i a  a n  i n s u r a n c e  c o n t r a c t s  t h a t  o f f e r  
l i m i t s  o f  l i a b i l i t y  ( l i a b i l i t y  t o  o t h e r  p e o p l e -  a n c  o t h e r  p r o p e r t y )  
t h a t  a r t ?  e x c e s s  o v e r  t h e  i n s u r e d ' s  o t h e r  i n s u r a n c e  p o l i c i e s .  T h e s e  
p o l i c y  l i m i t s  d o  n o t  a p p l y  t o  3 n y  u n i n s u r s d / u n d e r i n s u r r d  m o t o r i s t s  
c q v o r a g o a .  H3 4 0 3  v o u l d  h a v e  a b s o l u t e l y  n c  a f f e c t  o n  a n y  * U m b r e l l a  
P o l i c y * .

.IFC/ sic

S i n c o r o l v .

t l i c h a e l  P .  C o m b o ,  C I C  
P r e s i d e n t
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December 13, 199:
i loic w h it e  s c c :< s c a d

?.C BOX 2350
RANCHC CCRDOVa . CALIFORNIA ?5741-2220

Ms. Gina McBride
.-Alaska Independent Insurance Agents & Brokers. Inc.
P.O. Box 2C3G83 
Anchorage, .AK 99320-3088

RJE: Letter of Support
Changes to .Alaska UM'UIM Statute (.AS 2I.S9.020 (c) )

Dear Ms, McBride:

This letter is to confirm Progressive's support for the changes to the .Alaska statute concerning 
Uninsured'Underinsured Motorists coverage being proposed by the .Alaska Independent 
A.gents & Brokers.

Your changes would reniace the -sqmrement for ccmoanies to offer SI.000.000/32.000,000 
UM/UIM limits with a requirement to offer UTvLUTM limits equal to the Bodily 
Injury/Property Damage limits on the policy.

We believe that these limits will provide sufneient protection for Alaskans, while eliminating 
a potential source cf litigation and/or un-reinsured catastrophic loss for companies.

Progressive provides both preferred and non-standard cute mo bile insurance :o over 10,000 
drivers in .Alaska.

Sincereiy,

/YIavL. O. i0'a Y).
Mark D. Ni chans 
Vice President
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U N I N S U R E D / U N D E R I N S U R E D  M O T O R I S T  L I M I T S  I N F O R M A T I O N

T h e  A I I A B  m a d e  c o n t a c t  wi t h  the N a t i o n a l  o r g a n i z a t i o n ,  t h e  
I n d e p e n d e n t  I n s u r a n c e  A g e n t s  of A m erica, r e q u e s t i n g  i n f o r m a t i o n  on 
t h e  l i m i t s  of U M / U I M  that are r e q u i r e d  in o t h e r  states. T h e  r e s p o n s e  
f r o m  M a t t  M i d d a u g h  i n d i c a t e s  that a l m o s t  e v e r y  s t a t e  has U M / U I M  
l i m i t s  t h a t  p a r a l l e l  t h o s e  r e q u i r e d  for b o d i l y  injury and p r o p e r t y  
d a m a g e .  F o l l o w i n g  is the l i s t i n g  of v a r i o u s  st a t e s  w i t h  the 
r e q u i r e m e n t s  f o r  b o d i l y  i n j u r y / p r o p e r t y  d a m a g e  limits a n d  t h e  
i n d i c a t i o n  t h a t  t h e s e  s t a t e s  a l s o  r e q u i r e  t h ese s a m e  limits be o f f e r e d  
f or u n i n s u r e d / u n d e r i n s u r e d  m o t o r i s t  coverage.

S T A T E L I A B I L I T Y S T A T E L I A B I L I T Y

A l a b a m a 2 0/ 4 0 / 1 0 M i s s o u r i 25/ 5 0 / 1 0

A r i z o n a 1 5/30/10 M o n t a n a 2 5 / 5 0 / 1 0

A r k a n s a s 2 5 / 5 0 / 1 5 N e b r a s k a 2 5 / 5 0 / 2 5

C a l i f o r n i a 15/30/5 N e v a d a 15/ 3 0 / 1 0

C o l o r a d o 25/ 1 5 / 1 0 N e w  H a m p s h i r e 2 5 / 5 0 / 2 5

C o n n e c t i c u t 2 0 / 4 0 / 1 0 N e w  J e r s e y 15/30/5

D e l a w a r e 1 5 /30/10 N e w  M e x i c o 2 5 / 5 0 / 1 0

Dist. Of N e w  Y o r k 25 / 50/5

C o l u m b i a 25 / 5 0 / 1 0 N. C a r o l i n a 2 5 / 5 0 / 1 0

F l o r i d a 1 0 /20/10 N. D a k o t a 25 / 5 0 / 2 5

G e o r g i a 15/ 3 0 / 1 0 O h i o 1 2 . 5 / 2 5 / 7 . 5

H a w a i i 1 5/35/10 O k l a h o m a 1 0 /20/10

I d a h o 25/ 5 0 / 1 5 O r e g o n 2 5 / 5 0 / 1 0

I l l i n o i s 20/ 4 0 / 1 5 P e n n s y l v a n i a 15/30/5

I n d i a n a 25/50/10 R h o d e  I s l a n d 2 5/ 5 0 / 2 5

Iowa 2 0 /40/15 S. C a r o l i n a 15/30/5

K a n s a s 2 5 / 5 0 / 1 0 S . D a k o t a 2 5 / 5 0 / 2 5
K e n t u c k y 2 5 / 5 0 / 1 0 T e n n e s s e e 2 0 / 5 0 / 1 0

L o u i s i a n a 1 0 /20/10 T e x a s 2 0 / 4 0 / 1 5

M a i n e 2 0 / 4 0 / 1 0 U t a h 2 5 / 5 0 / 1 5

M a r y l a n d 20/ 4 0 / 1 0 V e r m o n t 2 0 / 4 0 / 1 0

M a s s a c h u s e t t s 1 0 /15/30 V i r g i n i a 2 5 / 5 0 / 2 0

M i c h i g a n 20/ 4 0 / 1 0 W a s h i n g t o n 2 5 / 5 0 / 1 0

M i n n e s o t a 30/ 6 0 / 1 0 W. V i r g i n i a 2 0 / 4 0 / 1 0

M i s s i s s i p p i 10/20/5 W i s c o n s i n 2 5 / 5 0 / 1 0

W y o m i n g 2 5 / 5 0 / 2 0

T h e  f i r s t  t w o  f i g u r e s  r e f e r  to b o d i l y  in j u r y  l i a b i l i t y  l i m i t s  a n d  t h e  
t h i r d  f i g u r e  t o  p r o p e r t y  d a m a g e  l i a bility. F o r  example, 1 0 / 2 0 / 5  
m e a n s  c o v e r a g e s  up  to $ 2 0 , 0 0 0  for all p e r s o n s  i n j u r e d  in an a c c i d e n t ,  
s u b j e c t  t o  a l i m t  of $ 1 0 , 0 0 0  for o n e  indivi d u a l ,  and $ 5 , 0 0 0  for 
p r o p e r t y  d a m a g e  coverage.

NOTE: In  com pa riso n , A la s k a ' s  l i a b i l i t y  r a t e  i s  50/100/25, the
h ig h e s t  in  the  n a t io n .

NATIONWIDE u n i n s u r e d  / 
UNDEROISURED LIMITS
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STATE OF ALASKA
1994 LEGISLATIVE SESSION

Bill Vsrs;cn: HB 403
(H) Fuciisn Bate: 2 •' 3 3 - 0 4

Revision Oale: Department Affected: Commerce and Econcmic Development
'itle: A u c o m o c iv e  L i a o i i le v  In s u r a n c e C o v e ra g e BRU: Insurance

Component: Coerations

iccn so r H o u se  L a b o r  i  C om m erce Commi z cee

■Reouestor: COMPONENT SERIAL NO 354

B-cenoilures/F.evenues:

Oc ERATTNG EXPENDITURES FY 95 FY 96 FY 97 | FY S8 F f 99 PY 00

PERSONAL SERVICES 0 ! 0 i 0 I 0 0 0
TRAVEL 0 0 0 I 0 0 0

1 CONTRACTUAL 0 0 0 0 0 0
SUPPLIES o 0 ! o 0 1 0 0
EQUIPMENT 0 0 o 0 0 0
L4N D k STRUCTURES 0 I 0 0 | 0 0 0 1
GRANTS. CLAIMS 0 0 0 1 0 0 0
MISCELLANEOUS 0 i 0 0 0 0 0

TOTAL OPERATING 0 0 0 1 0 0 0

CAFfTAL EXPENDITURES 0 I

CHANGE IN REVENUES ( )

FUND SOURCE

j 1002 Federal Receipts 0 0 0 0 0 0
1 1003 GF Match 0 0 0 0 0 0

1C04GFj 0 1 0 0 -0 0 0
j 1005 GF.'Prooram Receipts 0 I 0 0 0 0 0

j 1006 GF.'MHTIA 0 0 0 0 0 0

! Clher o ! 0 0 0 0 0

j TOTAL 0 ! 0 1 0 0 0 0

Estimate of current year (FY 94) cost: S 

POSITIONS

FULL-TIME 0 I 0 0 0 0 0

PART-TIME 0 ( 0 0 0 0 0

TEMPORARY 0 | 0 0 0 0 0

ANALYSIS: (Attacti a separate page if necassary.) 

No fiscal impact.

Prepared by: Joan 3rown. Administrative Officer 
Division: Insurance______________________ __

Approved by Commissioner: Paul Fuhs ^ —
Agency: Commena and Economic Development
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