


O e n e r a l

M e e t i n g :

Present:

B i l l

S e s s i o n s :

C h a i n n a n  B i l l  R a y ,  M e s s r s .  C r o f t ,  H o h m a n ,  B o r e r  a n d  S a c k e t t .  

C h a i r m a n  R a y  b r i e f e d  t h e  c o m m i t t e e  o n  p a r l i a m e n t a r y  p r o ­

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

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

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

e x e c u t i v e  s e s s i o n .

M r .  H a u g e n  a r r i v e d  a t  t h i s  t i m e .

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

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

o n e  t o  b e  on t i m e .

Chairman Ray then discussed w i t h  the committee the s y s t e m  

for considering bills that have Finance Committee reference. 
He said the policy has been and would continue to be that 
at least one minority member would always be present during 
the discussion on a bill. He would assign theae bills to 
various committee members and at an appropriate time a 
member could move to have the bill considered by the full 
coiomlttee. A majority of the seven-member committee must 
favor considering the bill before it can come before the 
committee, and there must also be four on the prevailing 
side before releasing the bill from committee.
Mr. Bradner arrived at this time.
Miscellaneous subjects such as releasing information to 
the press, signing of bills only in the committee room,
Joint sessions with Senate Finance and subcommittee work 
were commented upon by the Chairman and other members.
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Budget & It Was explained to the comalttee that Mr-. Richard Freer, 
Management:

Director of Budget and Management, would always be avail­
able during budget hearings and at other times that members
might need some assistance. Chairman Ray said he would
have him appear before the committee at an early date to
explain the budget books and budget document to the new
members of the committee.

Subcommittee The Chairman Instructed the members to list their prefer- 
Preferences:

ences for budget subcommittee work and he would then assign 
the department budgets as nearly as possible on that basis. 

Recess: Meeting recessed at 10:00 a.m.
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HOUSE FINANCE COMMITTEE MEETING 
January 31, 1969 9:00 a.m.

Present: All members.
General The Chairman announced that the budget work books would 
Meeting:

not be available until next week so the committee would 
be unable to start subcommittee work until they had arrived.

that he would ask Administration to have someone from Peat, 
Marwlck, Mitchell and Company appear before the committee 
next week and explain the tax study that was Just completed 
by this firm. It was noted by Mr. Dean that the Legislative 
Council had made tentative arrangements for someone to return 
later in February. Mr. Ray felt that the committee could 
not wait that long and would make its own arrangements.
Mr. Croft asked if various members should concentrate on 
any particular subject within the tax study and volunteered 
to work on the oil and gas phase and also the business tax. 
Hr. Ray appreciated Mr. Croft*o suggestion and added that 
any extra effort on the part of the committee members would 
certainly be useful. Mr. Borer reminded the committee 
that the Governor had revealed in his message to the 
Legislature that he would be asking for an increase in the 
liquor and cigarette tax, and further, that almost every 
subject within the 3tudy would undoubtedly come under the 
scrutiny of the committee due to bills being introduced 
either by the Governor or legislators.

Tax
Study:

In answer to a question by Mr. Croft, the Chairman stated
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R e v e n u e

H e a r i n g :

I n  a n s w e r  t o  M r .  B o r e r ' s  q u e r y  o n  r e v e n u e  h e a r i n g s ,  t h e  

C h a i r m a n  a s s u r e d  t h e  c o m m i t t e e  t h a t  a  J o i n t  F i n a n c e

C o m m i t t e e  w o u l d  b e  h e l d  w i t h i n  t h e  n e x t  w e e k  w i t h  t h e

+ v-: ' T ",
v a r i o u s  c o m m i s s i o n e r s  o n  r e v e n u e  p r o j e c t i o n s .

N r .  R a y  l e f t  t h e  C h a i r  f o r  a  f e w  m o n e n t s ,  a n d  a s k e d

M r .  C r o f t  t o  p r e s i d e .  T h e  d i s c u s s i o n  c o n t i n u e d  b r i e f l y

o n  t h e  r e v e n u e  h e a r i n g s .

M r .  R a y  r e t u r n e d  a n d  r e q u e s t e d  t h e  s t a f f  t o  c h e c k  w i t h  

M r .  S t r a n d b e r g ,  C o m m i s s i o n e r  o f  P u b l i c  W o r k s ,  c o n c e r n i n g  

a  J o i n t  F i n a n c e  m e e t i n g  w i t h  t h e  C a p i t a l  S t u d y  C o m m i t t e e  

g r o u p  l a t e r  I n  t h e  d a y .  M r .  D e a n ,  a f t e r  c h e c k i n g  w i t h  

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

t o w n  a n d  w o u l d  be unable t o  a t t e n d .

The Chairman turned to the subject of parliamentary pro­
cedure within the committee. He emphasized that absence 
from the committee would be noted, and in that manner 
each member would have a record of who was present and 
not present for a particular discussion. He explained 
that only total vote for or against an issue would be 
recorded unless a member requests that his vote be noted. 
He repeated, for the benefit of the new members, the 
procedure of allowing the Finance Committee to question 
witnesses firat, then if any other legislator cared to 
ask questions, he would be allowed to at that time.
Mr. Borer asked to be excused.



Fiscal Note The Chairman requested Mr. Dean to explain the "fiscal
Bills

note" bill (Chapter 153, SLA 1968) that passed the 
legislature last year. Mr. Dean told the committee 
about the form that he and Dick Freer had prepared, 
and noted that lt could be revised. He said it followed 
the same format as the budget dooument and briefly 
described its purpose. Any suggestions for improvement 
on lt would be appreciated by him. Mr. Ray stressed to 
the committee about rechecking the figures of these 
fiscal notes because oftentimes when another committee 
reports the cost of a particular bill, they will not 
realize, or will not choose to recognize, that it is a 
continuing or recurring program F.nd could possibly cost 
many more thousands of dollars than anticipated. He 
felt an in-depth study should be made of these fiscal 
notes before they are passed out of Finance Committee.
Mr. Borer returned to the meeting.

Legislative The Chairman announced that the Legislative Audit reports
Audit
Reports: were on file in the committee room and were available for

perusal by the members.
Adjournment:Mr. Sackett moved for adjournment. There being no 

objection, the meeting adjourned at 9:50 a.m.



HOUSE FINANCE COMMITTEE MEETING
Saturday, February 1, 1969

10:30 a.m.4

%

Present: All members
Sub- Chairman Ray appointed the following subcommittees:
committee
appointments‘.DEPARTMENT OF FISH & OAME: Mr. Haugen, Chairman,

Messrs. Hohman and Borer.
DEPARTMENT OF HEALTH & WELFARE: Mr. Ray (Book Two);
Messrs. Croft, Haugen, Borer and Hohman.
DEPARTMENT OF PUBLIC WORKS: Messrs. Ray, Sackett, Croft
and Hohman.
UNIVERSITY OF ALASKA: Messrs. Ray and Bradner.
Chairman Ray said more subcommittee appointments would
be made at a later date; however, such departments as
Administration, Labor and Commerce would very likely be 
handled as a committee of the whole.

Adjournment: Without objection, tne meeting adjourned at 10:45 a.m.,
until 9:00 a.m. on Monday, February 3*



• '

Present:

HOUSE FINANCE COMMITTEE MEETING
Monday, February 3, 1969

9:00 a.m.
All members.

General
Meeting:

Subcommittee
Assignment

Chairman Bill Ray announced the following subcommittee 
on Health and Welfare for Books I and III: Messrs. Borer 
and Hohman, Messrs. Haugen and Croft.
Mr. Ray announced that Mr. Morrison, Commissioner of 
Revenue, and Mr. Freer, Director of Budget and Management, 
would be coming over to discuss the Review of the Alaska 
Tax Structure prepared by the firm of Peat, Marwick, Mitchell 
& Company and that they would meet jointly with the Senate 
Finance Committee to go over the report. At this point 
Messrs. Freer and Morrison arrived and the committee recessed 
to wait for the arrival of the Senate Finance Committee.
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JOINT FINANCE COMMITTEE MEETING

Monday, February 3, 1969
9:15 a.m.

Present:

General
Meeting:

Tax Study:

All members of the House Finance Committee were present, 
along with Senators Vance Phillips, P.B. Haggland and Jan 
Koslosky, representing the Senate Finance Committee. Also 
present were George Morrison, Commissioner of Revenue, and 
Dick Freer, Director of Budget and Management.
Chairman Bill Ray opened the meeting by explaining for the 
benefit of freshmen members the procedure for joint finance 
meetings.
Mr. Ray explained that the purpose of the joint meeting was 
to look at the Review of the Alaska Tax Structure prepared 
by the firm of Peat, Marwick, Mitchell & Co. He requested 
Mr. Morrison to summarize the report, and Mr. Morrison 
replied stating that this would be very difficult to do in 
a limited amount of time, and stressed the importance of 
all finance committee members reading the report in its 
entirety. He then passed out copies of two letters, one 
dated January 20, 1969, and the other January 23, 1969, 
from Peat et_ al which supplement the study. He stated that 
Senate Concurrent Resolution 6 am (introduced during the 
last legislature but which was not passed) was used as a 
guide for making this tax review. Chapter 111, SLA 68 

appropriated $150,000 which was used to make this report 
and set up a computer model. Two tests nave been completed

0 2/3
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with the computer model. The total appropriation, 
however, has now been expended - approximately $75,000 for 
the report and $75,000 for the computer model. The contract 
with the firm has been finalized and the last payment has 
been made.
Senator Vance Phillips asked if the 14 items suggested by
the legislature in SCR 6am had been carried out. Mr.
Morrison said the 14 points were included, and read them
aloud to the committee from SCR 6am, a copy of which is
appended. Mr. Morrison explained in answer to a question
by Senator Phillips that the firm did not recommend repeal
of the Alaska Business License Tax, because they felt it

Alaska Business was a broad based, equitable tax. Senator Phillips 
License Tax:

stated that the firm had been directed by the legislature
to come up with a replacement for the Alaska Business License 
Tax and that he felt it was not the firm’s prerogative to 
make the decision not to come up with a suitable replacement. 
In the ensuing discussion on the tax, Mr. Morrison stated 
that any gross tax is passed on to the c^.sumer and that 
a net profit tax is essentially an income tax. Mr. Borer 
questioned Mr. Morrison about the statement that the 
Business License Tax is an "equitable" tax. Mr. Croft, 
after questioning Mr. Morrison, indicated that he felt the 
section on business license taxes penalized small business 
and noted that he found nothing in the recommendations to 
rectify that. In response to further questioning, Mr. 
Morrison stated that it could be said that this tax is a 
"general sales tax with few exemptions." Mr. Croft indicated 
that he did not understand the validity of this tax and Mr.

~9 " 2/3



In troduced: 2/5/68
R e fe rred : Finance

BT THE RULES COMMITTEE
IN THE SENATE

SENATE CONCURRENT RESOLUTION NO. 6 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTH LEGISLATURE - SECOND SESSION

Relating to a comprehensive review 

with recommendations of the tax 

structure of the state.

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

WHEREAS sound governmental financing requires periodic review of the 

tax structure of the state in order to determine how well the tax system is 

working and what changes or adjustments are needed; and

WHEREAS the state ha1: a continuing responsibility to examine its tax 

structure to achieve a system of taxation that will yield increasing amount 

of revenue as the economy expands and at the same time eliminate possible 

Inequities; and
WHEREAS th-i.c responsibility is especially important as a result of the 

I tremendous growth and development which has taken place in the state in 

| recent years and the consequent need for expanded revenues; and

WHEREAS the b ilk of the tax information available to the legislature 

arid the administration is based upon a study made six years ago and is of 

limited usefulness because of the changes which have taken place in the 

state economy;

BE IT RESOLVED that the Governor i3 respectfully requested to direct 

the Department of Revenue to make a comprehensive review of the tpx 

structure and existing tax laws of the state and it3 political subdivisions 

and to formulate specific recommendations and proposals for* modernizing and 
improving the tax structure and law3, and to submit a report with recommend 

ations and proposals to the First Session of the Sixth Legislature; and be 

FURTHER RESOLVED that the review and report specifically include but 
SCR 6 am



1 not be lim ited  to  review  o f  the fo llo w in g :

A (1 )  a l l  e x is t in g  tax  laws;

• (2 )  sources from which a l l  revenues are  p re sen tly  d e r iv ed ;

4 (3 )  cos t o f  adm in is tra tion  o f  various taxes p re sen tly  Imposed;

5 (4) lo ss  o f  revenues from nonpayment of taxes ;

6 (5 )  tax  exemptions p re sen tly  gran ted , in  p a r t ic u la r  ex c is e  tax

7 exemptions;

8 (6 )  tax  e f fe c t s  o f  p roperty  tax  exemptions;

9 (7 )  comparison o f  the e x is t in g  ta x  stru ctu re  w ith  th a t o f  o th er

10 s ta te s ;

11 (8 )  r o le  o f  severance taxes in  the tax  s tru c tu re ;

12 (9 ) r o le  o f  gross business lic e n s e  taxes in  the tax  s tru c tu re ;

13 (1 0 ) tax  In cen tives  fo r  industry ;

14 (11 ) tax fo rg iv en ess  a c tio n s ;

15 (1 2 ) re la tio n sh ip s  between s ta te  and lo c a l  tax in g  J u r isd ic tio n s

16 and demands;

17 ( 1 3 ) a l l  corporate  taxes ; and

# (,l4 ) recommendations resp ec tin g  u t i l i z a t io n  o f  a computer fo re ca s t

19 cen ter to  a id  the s ta te  in  p red ic t in g  the e f f e c t  o f  changes, d e le t io n s ,

20 o r  a d d i t i o n s  to  the  e x i s t i n g  t a x  s t r u c t u r e .

/ 1 

22
‘

23

9.!*•*

25

26

27

?8

29

SCR 6 am -2 -
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RECOMMENDATIONS :

NATURAL RESOURCE 
^^cation
^oil and Gas

Croft asked if it weren't true that the firm had been 
directed not to concern themselves with revenue but fairness. 
Mr. Morrison explained that the second part of SCR 6am 
directed that they eliminate possible Inequities, but 
that the firm did not feel a gross business tax inequitable.
Mr. Morrison stated in response to further questioning that 
a firm cannot be hired and told what conclusions to come up 
with. Mr. Ray requested that Mr. Morrison send over two 
copies of the contract between the State and Peat et; al 
Including the specifics given to the firm.
Mr. Ray then suggested outlining the summary of recommendations 
beginning on page 1-1 of the report.

The first recommendation under Oil and Gas Taxation was to 
"establish a schedule which imposes a progressive tax rate 
on oil according to production per* well." The next was to 
"allow credits against the tax for certain salary and 
wage, contract, transportation, and processing costs Incurred 
in Maska." The purpose of this, Mr. Morrison said, is to 
encourage and maintain exploration and processing in Alaska 
through the use of tax credits. In other words, he said, 
a company coming to Alaska and merely pumping the oil and 
transporting it out of state, under this structure, would 
pay 11? tax ’..'hereas one which spends considerable amounts

here might pay closer to 7-n\vin.; f  >: ..redlrs would
bo given, according to transportation, employment,
investment, etc. made in Alaska.

Mr. Borer asked if a computer model has been made

Morrison responded that it is to produce revenue. Mr.

10-
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showing the effect of this in monetary figures. Mr.
Morrison said that he had an IBM register for these 
figures. Mr. Borer said he doesn't feel the committee 
can make any decisions without first knowing what the 
results would be. Mr. Morrison said he would send copies 
of his analysis of the effect over. Mr. Croft expressed 
the feeling that a tax credit for something like salary 
and wages doesn't necessarily insure something for Alaska, 
since no reference is made to resident Alaskans being 
employed. Mr. Morrison said this wasn't the type of thing 
the firm dealt with. He said that possible loss through 
such a credit would be made up by income tax.

Mr. Bradner left at this point to go to the floor.
Mr. Croft asked about tax incentives' real effects, mentioning 
an article he had recently read by an AMU professor in which 
it was stated that it has very seldom been shown that 
tax incentives or credits produce the desired results. He 
expressed the feeling that it would not be tax credits that 
would be decisive In a petroleum company's decision to 
operate in Alaska. Mr. Croft asked If an analysis had 
been made of tho possible effect tax credits would have un 
a .t*' ty's decision t.o drill in Alaska. Morrison
said one had not 'eon made.
Senator Koslosky asked if there wouid be an appreciable 
Increase in administrative costs if such a tax credit program 
were adopted. Mr. Morrison indicated that the oil tax 
section is going to have to be expanded^ it. is now 
composed of only one person in the excise tax division.

-11- 2/3
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Mines & Mining 
Production

Fisheries
Industry
Taxation

Senator Phillips expressed the feeling that with the vast 
wealth of oil in Alaska that tax incentives or credits 
will be complete^ unnecessary. Mr. Ray concurred, stating 
that the companies are going to get out more than they put 
in. He indicated that a flat severance tax and royalty 
tax should suffice and that with further complications 
there could be less revenue.

The first recommendation under Mines and Mining was to 
include sand and gravel mining within the scope of mine 
severance taxation. Mr. Ray expressed the feeling that this 
is good. Mr. Croft asked if any estimate had been made on 
what this would produce in terms of revenue. Mr. Morrison 
read from page IV-40 of the report, which explained the 
difficulty at this time of making a realistic estimate. The 
second recommendation in this section was to "Exempt producing 
mineral leases and rights, underground facilities used in 
operation of mines, and ore from ad valorem taxes1.1 Mr.
Borer asked if it is proposed that this money be returned 
to boroughs and cities or other kind of municipality.
He said they're robbing the municipalities of something 
important and he felt there were many cases where they would 
hang on to mineral leases and not do anything about them.
Mr. Morrison said that as far as the fisheries Industry 
taxation goes, they had basically used the same theory as 
in oil and gas and mines and mining. Mr. Haugen discussed 
with Mr. Morrison the present tax program for fisheries. 
Basically, Mr. Morrison said, the recommendations serve

-12- 2/3



to eliminate raw fish taxes as they stand now and 
rerlace them with a 5% tax on all fish at the first 
sale. The intent partially is to shift the burden from the 
salmon industry which now may be paying 7 1/2% to some of 
the other fisheries which are now enjoying only a 1% or 
k% tax. Mr. Haugen stated that there has been a lot of 
disparity between taxes salmon producers are paying and 
those of other fisheries, and he expressed the opinion that 
they should be equalized. In response to a question from 
Mr. Haugen, Mr. Morrison said that the fisheries tax today 
is the most confusing, most difficult tax to administer he 
has ever been confronted with. For simplicity's sake, he 
continued, one tax should be imposed on fish, based on the 
price at the fishing ground. Mr. Haugen asked how many 
people in the fishing industry were consulted on this tax 
matter. Mr. Morrison said they reviewed this with the 
Governor's Tax Advisory Commission, on which Pete Shoup 
represented fisheries.

is on state or federal land at this time, this section is 
not too appropriate. He said some cost analyses have been 
made and they show that here the theory of tax credits breaks 
because of the relatively high margin of wage and salary 
in relation to the product, and because rather than act as 
a revenue source, such a severance tax on timber would only 
pose administrative problems in dealing with tax credit

Timber Industry 
Taxation Mr. Morrison mentioned that since most of Alaska's timber

-13- 2/3



Recess:

Personal Income 
Tax

*

Corporate Income 
& Fiduciary

records and such. Therefore, the firm did not recommend 
a changeover to the type of severance tax recommended for the 
previously discussed industries.
Chairman Ray recessed the meeting at 10:30 for 15 minutes.

After Recess 
10:45 a.m.

The committee reconvened at ]_:45 a.m. Mr. Morrison explained 
that the recommendations for Personal Income Tax are in five 
parts. The first two recommendations are (1) "Replace 
the existing $600 personal exemption with a $25 direct 
tax credit" and (2) "Provide a $25 minimum tax credit per 
exemption to help relieve the regressiveness of consumption 
and property taxes." Mr. Morrison mentioned that he frankly 
prefers replacing the $600 personal exemption with $750 and 
said that recommendation if2 could be $750 also. The third 
recommendation is to increase the tax rate to 2055 of the 
1963 Federal tax rates. This would be to replace revenues 
which will be lost by the $25 tax credit and by the repeal 
of the disaster and school taxes. Number 4, which is to 
"modify the provisions relating to income subject to taxation 
and provide tax credits for taxes paid to other states" is 
to close a loophole in the presently existing structure, 
which creates incentive to invest in ren.1 property outside 
the state. Number 5 allows "part-year residents to use 
standard exemptions, credits and deductions based on an 
allocation formula."
The recommendation for corporate income tax was to "Consider 
modification of the corporate tax rate schedule to increase

-14- 2/3



tax equity between income groups." Mr. Morrison said that 
this is to correct the existing situation in which a 
corporation reporting a lower tax base pays a higher 
percentage income tax than one at a higher level. Senator 
Haggland asked about subsidiary corporations. Mr. Morrison 
said that the state now has the option to ask these 
corporations to report on a direct cost basis of allocation 
formula. Senator Phillips asked if Mr. Morrison had any 
idea how much would be lost if this were changed, and made 
the comment that perhaps income taxes could be lowered if 
corporations were paying their fair share. Mr. Morrison said 
that he does have requests from four fairly large corporations 
to go on apportionment rather than direct tax and there is 
in one case a difference of a million dollars. He is 
asking them to continue paying direct. He said that they 
argue that their home offices have the records, but he said 
they keep sufficient records in their offices to be able 
to report.
Mr. Morrison brought up the subject of the Multi-State Tax 
Compact, a compact initially made up of 10 states, then 
13, and now 26. He said a lot of pressure has been put on 
the federal level to pass a bill whose purpose is for the 
federal government to take on a portion of the costs. In 
order for Alaska to join the Compact, there is legislation 
needed, but last year, Mr. Morrison stated, Governor Hickel 
joined the Compact as an associate member, and Mr. Morrison 
stated that he feels it is important for Alaska to join



#

Sales, Use and 
Gross Receipts 
Taxation

Excise Taxes
Alcoholic Beverage 
Taxation

%

Tobacco Tax

Franchise
Taxes

Mr. Morrison said that Peat, Marwick, Mitchell & Co. 
recommended retaining the Alaska Business License Tax.
In the event the legislature repeals the Alaska Business 
License Tax, it will be necessary to enact an Alaska Sales 
Tax. Mr. Morrison called it to the attention of the 
committees that the two Items (The Alaska Business License 
Tax and Alaska Sales Tax) are diametrically opposed.
Mr. Morrison said that the recommendation for Alcoholic 
Beverage Taxation was to eliminate the exemption for sales 
to the Armed Services. There was a short discussion on 
the pros and cons of this, with the feeling expressed that 
if the exemption were removed, the military personnel would 
go elsewhere to buy their alcohol, and at least under the 
present situation the money is being spent here.
Senator Haggland expressed the feeling that the tax on 
hard liquor and fortified wine could be increased.
Mr. Sackett brought up the question of military-affiliated 
people buying liquor on base without being taxed and 
taking it off base. Senator Phillips said this could be 
brought up with the Military during their budget hearing.
In the letter from Peat e_t al dated January 20, 1969, they 
recommended that the tobacco tax be increased from 8<t a 
pack to 12<t a pack.
The first recommendation under franchise taxes wa3 to 
raise the annual corporation fee to $100 from the $15.00 
lt has been since 1913* Mr. Morrison 3aid there is no 
reason to maintain the $15 fee because the rdse in

the Compact as a full member.



Banks and 
Financial 
Institutions

Public
Utilities

the price index is so great. The other recommendation Is to 
combine the Corporate Franchise Tax and Corporate Annual 
Report into a single document. Senator Phillips asked how 
much additional revenue the corporate fee increase will mean. 
Mr. Morrison didn't know for sure but said he would ♦’lnd out. 
Dr. Haggland asked If combining the two reports could be 
done by regulation. Mr. Morrison said it would require 
legislation.
The recommendations for Banks and Financial Institutions were
(1) "Increase the existing rate of tax to a minimum of 6% of 
income as presently measured under the existing statute."
(2) "Exempt trust companies and savings and loan associations 
from the Alaska Income Tax."
(3) "Extend exemption from personal property taxation to state 
banks and financial institutions."
Mr. Borer and Mr. Morrison talked about national banks for a 
while, and Mr. Borer mentioned that the recommendation to 
extend personal property taxation exemption to state banks 
and financial institutions will prevent a national bank from 
being able to come into a community and put a state bank out 
of business because the state bank has to 3pend money on 
personal property tax.
The two recommendations in Public Utilities were to determine 
revenues produced from utility taxation currently paid local 
government and to levy a gross receipts tax on all except 
municipally-owned utilities in lieu of all other taxc3 .
Senator Phillips asked Mr. Morrison If his department is 
prepared to write up specific legislation to deal with this 
and he replied that it is being drawn up. At this point
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# nsurance

Inheritance

Employment
^axes

Business &
Occupational
Licenses

Recess:

meeting of House Finance at 1:30 on the Dept, of Administration 
Budget.
The recommendation for insurance companies/franchise tax was 
to "Consider modification of the existing statutes to provide 
a tax credit to insurance companies based on their assets 
invested ih Alaska." Mr. Morrison said this might be a tax 
incentive for investment, but he didn't see where the state 
could provide enough of a tax credit to encourage investment. 
Dr. Haggland asked how much insurance companies had invested in 
Alaska. Mr. Morrison said it was $72,586,7<!5*
The recommendation under Inheritance, Estate, and Gift Taxes 
was to replace the Alaska Inheritance Tax with an accessions 
tax. Senator Phillips asked if this would add additional 
incomc, and how much. Mr. Morrison said he didn't know since 
AlacKa presently has no gift tax. Mr. Borer mentioned the 
possibility of having none of these taxes to encourage Alaskan 

investments.
The recommendation here is to repeal both the disaster tax 
and school tax. Bills have been introduced to cover both taxes, 
The recommendations made for business and occupational 
licenses were to "Revise the statutes to allow administrative 
establishment of license and fee rates" and to "Provide full 
recovery to the State for the cost incurred in administering 
the regulating acts." This, Mr. Morrison said, is an attempt 
to have theae professional groups pay their own costs.
The meeting was recessed at 11:^5 until 1:30 p.m.

Mr. Ray, who had left the meeting, returned to announce a
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Present: All members. From the Department of Administration,
Thomas Downes, Commissioner; Bill McVay, Acting Deputy 
Commissioner; Richard Freer* Director, Budget and 
Management; Pat Hunt, Director, Division of Personnel; 
Mario Martini, Budget and Management; Ray Waller,
Acting Director, Division of Data Processing.

Dept, of Chairman Ray Introduced the members of the committee.
Administra-
tlon: As Mr. Downes is new in the position of Commissioner of

Administration he turned the presentation over to his 
assistants. Mr. McVay outlined what Administration is 
requesting in their budget for 1969-70. This included 
problems In the Personnel Division and a request for 
additional personnel to alleviate some of their problems.
In Data Processing they are requesting additional pro­
gramming support. A basic change in the Office of the 
Commissioner is an increase for a new management trainee 
program designed to encourage qualified Alaska college 
graduates to enter into state service.
Mr. Freer gave a brief description of the responsibility 
of the Department, listing the five divisions. On July 1, 
1968 Administration was given the responsibility of the 
two Pioneers' Homes, creating a sixth division. He 
stated the greatest need was Increased personnel in the 
Department.

HOUSE FINANCE CONMITTEE
February 3, 1969

I 1:30 p.m.
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# N r .  F r e e r  s u g g e s t e d  t h a t  t h e  c o n m i t t e e  m i g h t  w a n t  t o  g e t  

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

a n d  a l s o  f r o m  D a t a  P r o c e s s i n g .  T h e  b i g g e s t  p r o b l e m  I n  t h e  

D i v i s i o n  o f  P e r s o n n e l  i s  l a c k  o f  s t a f f  a n d  t h e  n e e d  f o r  

m o r e  s t a f f i n g .

N r .  S a c k e t t  a s k e d  i f  t h i s  g r o u p  w a s  a l s o  t h e  ,~ ?ja e  g r o u p  

t h a t  a p p e a r e d  b e f o r e  t h e  G o v e r n o r ' s  R e v i e w  C o m m i t t e e  a n d  

M r .  F r e e r  a n s w e r e d  i n  t h e  a f f i r m a t i v e .

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

t h e  C o o n i s -

s l o n e r ;  t y p i s t  g o i n g  over t o  P e r s o n n e l .  T h e  i n c r e a s e  of $61,500 
I n c l u d e d  s i x  m a n a g e m e n t  t r a i n e e  p o s i t i o n s  f o r  a  n e w  

p r o g r a m  being s t a r t e d  t o  e n c o u r a g e  q u a l i f i e d  A l a s k a  

college graduates to enter into state s e r v i c e .  Nr. Hunt 
said that at the present time they have to go outside 
to fill some state Jobs and with the management trainee 
program Personnel could bring Alaska college graduates 
directly Into state employment. A brief discussion 
followed on the benefits of this new program.

Personnel: Mr. Hunt Indicated that eight new professional and four
clerical support positions are necessary in the Division 
of Personnel to provide adequate support in this Division. 
Mr. Hunt discussed the classification system. He stated 
there is only one person who is classifying positions 
and there are approximately 6,000 positions. There Is 
a need for more people who are knowledgeable in the 
classification area in order to adequately serve the
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various departments. The division needs three lead men 
who are qualified professionally and Nr. Hunt noted that 
they need one more position below the Journeyman level.
Nr. Ray stated the classification problem is one that 
has been going on for several years. He asked if the 
requested $266,100 was enough to do the Job and Nr. Hunt 
answered that this amount was an absolute must. Nr. Hunt 
said the classification system is based on a series of 
descriptions called specifications, and that one-half of 
the number of classifications are adequately described, 
but there have not been classifications for all positions 
since statehood.
To Nr. Ray's query about the Griffenhagen-Kroeger report 
Nr. Hunt informed the committee that this report was not 
implemented. Mr. Ray asked why lt had not been used, 
and Mr. Freer briefed the committee on the contents of 
the report. He 3aid it had not been a desk audit but a 
situation whereby each employee more or less wrote his 
own Job description, so it Just was not an adequate 
method. Mr. Ray asked if lt had been a mutual agreement 
to "shelve" the report and Mr. Freer confirmed that it 

was.
Mr. Croft asked If for tho approximately 6,000 employees 
there was only one person in charge of classification 
and Mr. Hunt answered that they have two people working 
for him full time besides the one classification man 
and the fourth one is on loan from Health and Welfare.

-21- 2/3- c ‘



M r .  C r o f t  a s k e d  i f  a  d e p a r t m e n t  r e q u e s t s  a  n e w  p o s i t i o n  

I f  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  c o m e s  u p  w i t h  J o b  

d e s c r i p t i o n *  c l a s s i f i c a t i o n ,  p a y  r a n g e ,  e t c . ,  a n d  M r« H u n t  

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

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

p o s i t i o n  t o  p h y s i c a l l y  l o o k  a t  t h e  J o b .  M r .  C r o f t  a a k e d  

i f  i n  t h i s  a r e a  t h e y  w e r e  s i x  m o n t h s  b e h i n d  a n d  M r .  H u n t  

a n s w e r e d  I n  t h e  a f f i r m a t i v e .  M r .  C r o f t  a s k e d  I f  t h e r e  

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

p e o p l e  n e e d e d  p e r  a m o u n t  o f  e m p l o y e e s  b u t  M r .  H u n t  d i d  

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

o r  f o r  a  s t a t e  e m p l o y e e  s y s t e m .  M r .  C r o f t  a s k e d  i f  

A d m i n i s t r a t i o n  r e c e i v e d  t h e  r e q u e s t  t h e y  a r e  a s k i n g  f o r  

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

Mr. Hunt replied that in this time they should make some 
head way but he did not believe they could actually become 
current in six months. Mr. Croft asked what would be 
necessary to become current and Mr. Hunt replied that 
it would probably be necessary to bring up a consulting 
firm. He did not want to overstaff to come up to par 
because then they would have too many people once they 
were current. With the three permanent Journeymen 
positions, he believed that within a year they would be 
up to date. He noted that it had taken .11 years to get 
this far behind.
Mr. Ray cautioned Mr. Hunt in setting standards 30 high 
on some positions that Alaskpns could not qualify, even



Budget & 
Management:

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

t h e y  w e r e  o t h e r w i s e  w e l l  e q u i p p e d  t o  f i l l  t h e  J o b .

I n  a n o t h e r  p r o b l e m  a r e a ,  M r .  H u n t  n o t e d  t h a t  t h e y  n e e d  

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

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

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

b e c a u s e  s o  m a n y  t i m e s ,  t h e  e x a m i n a t i o n  i s  n o t  i n d i c a t i v e  

o f  t h e  p o s i t i o n .  H e  s a i d  t h e  o t h e r  p r o b l e m  a r e a  l i e s  

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

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

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

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

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

The recruitment now being done by individual departments 
should actually be under the Division of Personnel.

The Division of Budget and Management is responsible 
for preparation and execution of the executive budget 
according to Mr. Freer, and for carrying on management 
surveys and studies. They have also been assigned the 
responsibility of carrying on certain departmental 
administrative functions. Mr. Freer remarked on the 
need of an effective records management system.
Pressures from various state agencies are growing 
in their requests for microfilming services and records 
storage. This budget includes $16,900 for a records
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Finance:

supervisor. This calls for a qualified person familiar
with microfilming, etc. This will enable Budget and
Management to present a firm plan in detail to the 1970
Legislature of their needs in this area. In requesting
a Budget and Management Analyst II position, Mr. Preer
stated his problem was that when he loses someone he#
has no one to move up to fill the gap. Mr. Preer intro­
duced Mario Martini who is the new Chief Analyst.
Mr. Martini will back up Mr. Preer when he is not 
available.
Mr. Sackett asked where the money for management con­
sultant came from (reference page 533 of 1968 minutes). 
Mr. Preer said each division made up the amount of 
money. The position itself is in the Commissioner's 
Office but they had to reach into other divisions to get 
the funds to get it started.
Mr. Ray aaked to proceed to Division of Finance and 
Mr. Freer atated they would get the Director, Mr. William 
Mullen to come over to the meeting. He noted that the 
Increase in this Division is related to increased work 
loads. He said an internal auditor position 13 being 
transferred from the Commissioner's Office to handle 
departmental accounting requirements, but there was 
nothing new in terms of programs in this division.



#

§

Supply; In answer to Mr. Borer's question regarding the centralized 
duplicating section, Mr. Freer stated that Education and 
Health and Welfare are under this system. The Department 
of Highways and the Department of Labor are still doing 
their own work. There was some discussion on this and 
in answer to a question by Mr. Borer, Mr, Freer stated 
that he is sure if the departments that are under this 
centralized duplicating section were asked they would 
state they were satisfied with this system. Mr. Ray 
requested that a cost study by department be broken down 
on this system.
Mr. Freer explained the balance of the increase is for 
two new positions and this is related to additional work
load.

Data Mr. Waller gave a brief summary of some of the accomplishments
Processing;

of the Division of Data Processing. They put in a new 
computer and replaced the computer at the Department of 
Highways. In December a new computer was installed in 
Anchorage. In addition to new kinds of systems, the 
Division has been reprogramming. At the present there 
is a 2-shift operation with the new system and this will 
continue. An additional operator and additional key 
punch people are needed. This division is also asking 
for a position to Investigate a direct link with the 
Anchorage computer and Juneau computer. In the next

#
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fiscal year this will be studied to see if it is 
feasible to install a communication line.
Mr. Waller also stated they want to increase their 
work in the education field. In answer to Mr. Borer's 
question regarding where the money came from to set 
up the Anchorage office Mr. Waller answered there have 
been personnel up there for two years and he believed 
it was requested in last year's budget. Several members 
remarked that they did not recall any such appropriation.
A brief discussion followed on the computer used at 
the University of Alaska.
Mr, ftackett asks 1 when maximum staffing would be reached 
(referring to Mr. O'Leary's comment in last year's minutes, 
page 537). Mr. Waller indicated they are approaching 
maximum staffing but that the program was underestimated.
He said as long as the system goes on, maintenance con­
tinues to increase.
Mr. Sackett asked how many more people were needed and 
Mr*. Waller said he could foresee no more than the 
requested number this year.
Mr. Sackett asked if there is more federal funding than 
the $10,000 shown and it was stated by Mr. Waller that 
the $10,000 shown is all that is received in federal 
funding.
.r. Bradner asked what goes into the Anchorage computer



t

PICA:

Recess:

as opposed to the Juneau computer and Mr. Waller said 
the Anchorage computer is a scientific type, i.e., the 
Division of Aviation uses it for engineering, Division 
of Lands for cadastral engineering.
In answer to Mr. Bradner's query, Mr. Waller Indicated 
they had no direct relationship with the computer used 
at the University of Alaska.
Mr. Ray briefly explained the PICA Administration increase 
of $900. There were no questions on this section.
Meeting recessed at 2:45 p.m.
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After Recess

# 3:05 p.m. ~
M r .  H a u g e n  t o o k  t h e  c h a i r  f o r  M r .  R a y  w h o  w a s  e x c u s e d  t o  

a p p e a r  a s  a  w i t n e s s  b e f o r e  a n o t h e r  c o m m i t t e e .  M r .  W i l l i a m  

M u l l e n ,  D i r e c t o r  o f  F i n a n c e ,  a n d  M r .  B e r t  E s m o n d ,  D e p u t y  

D i r e c t o r  o f  S u p p l y ,  c a m e  I n t o  t h e  m e e t i n g  a l o n g  w i t h  t h e  

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

A d m i n i s t r a t i o n .

P i o n e e r s '  M r .  F r e e r  t o l d  t h e  c o m m i t t e e  t h a t  t h e  I n c r e a s e  i n  t h e  

H o m e :

Pioneers' Home budget was similar to what it had been —  
just the usual year-to-year Increase in running the homes. 
He also explained that one Increase under Grants, Claims 
and Shared Revenue (700) was due to a change in accounting 
and not an increase dollarwise. The guests who receive 
social security or other retirement incomes, turn it over 
to the home as partial reimbursement for their board and 
room, and then each guest receives $20 a month for personal 
needs. In the past, according to Mr. Freer, this was 
handled within the home, but with the change in accounting 
procedures, it will be turned in to the department.
Senator Begich arrived at the meeting.
Mr. Croft asked if lt was true that consideration was 
being given to using the old Providence Hospital in 
Anchorage for the new Pioneers' Home in that area.
Mr. Hohman said he understood that it might be used for 
a boarding facility for out-of-town students attending 
a regional high school In Anchorage. Mr. McVay said he
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would find out but did not know the answer. In answer 
to a question by Mr. Borer, Mr. Freer said the site 
for the Southcentral Pioneers' Horae would be chosen by 
the Pioneers' Home Advisory Board.
In answer to a query by Mr. Croft, Mr. Freer pointed out 
that In FY 1967, $169,000 was received from guests with 
private Incomes which in turn helps defray the expense 
of running the home. Mr. Borer observed that any guest 
who cared to pay his own way did not have to turn his 
assets over the home, and Mr. McVay added that the charge 
was $185 per month for paying guests. Mr. Haugen asked 
about the vacancy factor and Commissioner Downes replied 
that both homes were at capacity. In answer to Mr. Haugen's 
question on the number of paying guests, Mr. Freer said 
he would check and let him know. Mr. Haugen wondered if 
the paying guests were making it difficult for those who 
could not afford to pay their own way to be admitted to 
the home.
Mr. Ray returned.
Mr. Sackett asked if the homes were fan separately, and 
Mr. McVay informed him that the director in Sitka was also 
in charge of the Fairbanks home. The Fairbanks home has 
a manager but is supervised by the director in Sitka.
Mr. Bradner questioned the manner in which guests were 
admitted to the two homes. Mr. McVay explained that the 
application was made directly to the home and that the
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d i r e c t o r  I n  S i t k a  m a d e  t h e  d e c i s i o n  o n  a c c e p t i n g  t h e  

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

h a n d l e d  b y  D e p a r t m e n t  o f  A d m i n i s t r a t i o n .  I n  a n s w e r  t o  

f u r t h e r  q u e s t i o n s  b y  M r *  B r a d n e r ,  M r .  M c V a y  s a i d  he 
h a d  o b s e r v e d  t h a t  m a n y  o f  t h e  p i o n e e r s  a r e  m e m b e r s  o f  t h e  

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

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

t a k e n  I n t o  c o n s i d e r a t i o n ,  a l o n g  w i t h  a  p e r s o n ' s  n e e d .

M r .  M c V a y  n o t e d  t h a t  b o t h  s t a t e  a n d  f e d e r a l  w e l f a r e  p e r ­

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

m a k e  r e c o m m e n d a t i o n s  a n d  a s s i s t  i n  t h e i r  a d m i t t a n c e  t o  

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

C h a p t e r  118, SLA 1968, w h i c h  n o w  a l l o w s  I n d i a n s  a n d  

E s k i m o s  i n t o  t h e  t w o  h o m e s ,  a n d  m e n t i o n  w a s  m a d e  t h a t  

s e v e r a l  w e r e  n o w  g u e s t s  i n  t h e  F a i r b a n k s  h o m e .

Retirement Senator Begich spoke briefly on the problems teachers 
System:

were having in obtaining information on their retirement.
He felt the office was understaffed and definitely needed 
more people to answer correspondence. He pointed out that 
each letter took some research as every case was different. 
He said with a turnover of approximately 25# of the teachers 
each year that the work load for this office was tremendous. 
In answer to a question by Mr. Bradner, it was pointed out 
that the salary for employees was paid out of money received 
in the retirement system. Mr. Hunt explained how some
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Surplus
Property:

of the work In this division was being handled by the 
data processing section on the computer and that some 
of the correspondence is handled elsewhere. He remarked 
that he was well aware of the problems but he did not 
feel this budget reflected fully the service that is 
boing given. He felt the budget as presented was enough 
to handle the work load if the data processing is able to 
provide answers for the correspondence.
Mr. Wallen, in answer to a question by Senator Begich, 
told the committee that he felt that within three or 
four months they would have a workable system whereby 
they could answer correspondence from the teachers in a 
prompt manner. Mr. Mullen observed that in June, 1967 

all teachers throughout the state were notified as to 
the amount the records showed in their retirement contri­
bution. He said that they were unable to do this in 
June of 1968; however, this information would be updated 
and available on this ba3is again within the next few 
months.
Mr. Ray took the chair again. Mr. Bradner returned and 
Senator Begich left the meeting.
Mr. Freer told the committee that Mr. Robert Schenker, 
Director, Division of Supply, was ill today and Mr. Esmond 
was appearing in his place. Mr. Esmond gave a description 
of the federal program on surplus property and told how 
most of this is done out of the Anchorage off! He 
said Alaska does not obtain material Crom other states



M r .  B o r e r  i n q u i r e d  a b o u t  t h e  c o m p u t e r s  o b t a i n e d  b y  t h e  

U n i v e r s i t y  o f  A l a s k a  i n  1965 t h r o u g h  t h i s  p r o g r a m  a n d  

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

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

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

t h e  s t u d e n t  e n g i n e e r s .  M r .  W a l l e r  w a s  a s k e d  w h y  t h e  

m a i n  c o m p u t e r  w a s  u s e d  o n l y  36 h o u r s  a  w e e k  a n d  i f  s o m e  

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

t h e  U n i v e r s i t y .  H e  a s s u r e d  t h e  c o m m i t t e e  t h a t  i t  w a s  

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

t h a n  s e n d  t h e  w o r k  t o  F a i r b a n k s ,  a n d  g o  t h r o u g h  a  t i m e  

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

In answer to Mr. Sackett's question on state surplus 
property, Mr. Esmond informed him that was handled by 
the Juneau office and if it could not be surplused to 
another state agency, it was then donated to a munici­
pality. He also explained it was not feasible, for 
example, to send such items as typewriters, adding 
machines, etc., into the Interior villages, because 
they were usually in such a state of disrepair that 
the need for maintenance of old equipment would soon 
render lt useless. When queried about the interagency 
funds for the multilith centralized printing program,
Mr. Esmond salci he would supply the committee with 
Information on that at a later date. He said they 
would delvo further into the Department of Administration

since the freight would make the price too exorbitant.



with the presentation could at any time go over to the 
department and seek out more detailed answers.
Chairman Ray announced that the committee would review 
the Department of Commerce budget tomorrow, Tuesday, 
February 4, and 9:00 a.m.

Adjournment: Meeting adjourned at 4:10 p.m.

budget at a later date and any member who was not satisfied
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HOUSE FINANCE COMMITTEE MEETING
Tuesday, February 1969

9:00 a.m.

Present:

Bill
Assignment:
Subcommittee 
Assignment:

General 
Meeting:

partment of 
Commerce:

Insurance

Personal
Services

All members of the House Finance Committee were present 
along with Senator John Rader and Representative Tom Fink. 
Also present were Mr. Sharrock, Commissioner of Commerce,
Mr. McMurtrey, Deputy Commissioner of Commerce, and Mr. 
Fennel, Administrative Officer,
Chairman Bill Ray assigned HOUSE BILL 69 to John Sackett 
and George Hohman, with Mr. Sackett as subcommittee chairman, 
Mr. Ray assigned the Department of Administration budget 
to Mr. Croft and Mr. Borer with Mr. Croft as subcommittee 
chairman.
Chairman Ray announced that the committee was meeting to 
discuss the Department of Commerce budget. He saiJ that 
since Mr. Fink was present for the purpose of questioning 
the commissioner on the Insurance Division, the committee 
would begin with that division. Mr. Sharrock explained 
that the requested Increase in personal services is for 
the new position of Auditor Examiner. The purpose of this 
position, he explained, is to audit the insurance companies' 
records to make sure they are in line with the law, 
particularly in respect to premium taxes. He estimated that 
the state would receive an additional $60,000 to $80,000 

by having an audit done. An audit has never been done 
before, lie said, because the Division has never had the 
personnel to do it. He said that that increase is ubout 
the only increase with the exception of the travel required 
for the auditor's work. Mr. Fink said there 13 a bill in

-3-- 2/"



The general feeling, he said, is that there Is not nearly 
enough money spent in this area. He indicated that he 
felt the budget would be much larger if the work that 
should be done were being done. He said that there
are two domestic life insurance companies in trouble and 
that tremendous research should be done on them.
Some documents have been sent to the Attorney General's 
office but back up material Is needed before going to 
court and there are not sufficient funds for the Division 
to be able to research them adequately, he feels.
In the area of vessel insurance there are many problems, 
he said. The people Just are not being protected. He 
said he recognized the strong attempt to keep this budget 
down but feels that it is being done at too high a cost 
to the people who need adequate protection in this area.
He indicated that he felt the budget is at best only 50% 
of what lt should be. Mr. Croft stated that at a meeting 
of independent insurance agents in Anchorage recently, 
they come up with the thought that a budget increase of 
$50,000 to $100,00 for the purpose of hiring a couple audit 
examiners, rate analysts, and possibly an actuary could 
mean an increase to the state of $^00,000 to $800,000 

in insurance premiums. He asked Mr. Fink if he felt this 
was a possibility and Mr. Kink said definitely. Mr. Fink 
said that a man in Anchorage has been doing a "hit and ml3s" 
examination of oil companies, and reports that they are not

Commerce committee creating a Department of Insurance.
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paying their premium taxes. Mr. Croft requested that 
the Director of Insurance be asked to testify before 
the committee. Mr. Sharrock said that it is the purpose of 
the requested auditor to do these things and that this 
request is in the budget for the purpose of rectifying 
some of these problems. The Department is trying, he said, 
to build up this division. Mr. Fink said that the Director 
of the Division of Insurance has requested the Attorney 
General to put one particular company into receivership, 
but that without sufficient information on the company this 
can be dangerous and a law suit can result. He said he 
would hesitate without considerable information to do 
this and yet realizes the Director cannot sit by and watch 
the company go deeper and deeper into trouble. He estimated 
that it would cost $50,000 just to adequately prepare the 
case. Senator Rader asked Mr. Sharrock if he is familiar 
with the domestic company situation Mr. Fink had mentioned 
and Mr. Sharrock said yes, and in response to further 
questioning said he felt the case is pretty well documented 
and that the Department is counting on the Department of 
La d for help. Senator Rader asked if this case was considered 
in their budget. Mr. Sharrock said they are hoping that 
getting the auditor will help solve this. Mr. Sharrock 
said he did not feel that the allowance for outside travel 
was really adequate in this division but that it 13 not in 
any of the divisions. Senator Rader a3ked if Mr. Sharrock 
could submit a budget that would be adequate. Mr. Ray
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explained that lt is an administrative directive that 
after passing budget review no commissioner can come in with 
a new budget. Senator Rader said he felt the committee 
could invite the commissioner to come in with a new budget, 
and said he felt it was an important matter of public 
protection. Mr. Ray said it would have to go through 
administration first. Mr. Croft asked how many domestic 
companies the Division of Insurance regulates. Mr.
Sharrock said two life companies and one casualty company.
He said he couldn’t give figures off hand on foreign 
companies but he guessed it is several hundred. Mr.
Croft then asked how often Mr. Sharrock felt it is necessary 
to audit and Mr. Sharrock said the Department has examinations 
every three years on local insurance companies. He said 
one iiad been made two years ago on local or domestic 
insurance comoanies. He said he felt there should be audits 
made every year, however. He said the Department requires 
the companies to have audits made by certified public 
accountants, which they do and pay for themselves. Mr.
Croft asked how much time would be spent by an auditor 
examiner going over the books of one particular company.
Mr. Sharrock estimated two or three weeks. Mr. Croft said 
then he could audit 20 a year, and Mr. Sharrock replied 
that they don't examine foreign companies - that is 
done under the other states. Mr. Croft asked then how 
do they make sure they're collecting premium taxes to the 
state. Mr. Sharrock said the auditor determines the amount 
of Insurance sold. He said they have been missing



premium taxes in the surplus line which deals through 

agents is other states. He said that it is his understanding 
that it can be conservatively estimated they are missing 
$500,000 per year, and possibly as much as $1,000,000.
Mr. Croft asked what is being done now by the state in
the field of rate analysis. Mr. Sharrock said that our
present law requires approval of rates. The trend in other

C't'/'/ lie’ * 1 f•'Of
states is to get away from filing and allow the conat-irtu-t-iron 
to take care of rates. The legislature made the decision 
that the division of insurance should pass on the rates.
Mr. Croft asked if there was sufficient staff to do that.
Mr. Sharrock said it is his understanding that they are
doing the job. Mr. Croft asked why the Department of 
Commerce aaked for about a 5% increase when the average 
request was fcr an 18$ increase. Mr. Sharrock said that 
the original requeat they had come up with was fcr a 
i|0J5 Increase, but they realized they would never get that 
ao they cut it down.

Mr. Kubley from the Governor's office came in.
Mr. Croft aaked If no felt the one auditor examiner would 
1 .* aufflclent. Mr*. Sharrock aaid that Mr. Fritz feelB one 
Is sufficient u‘ t j. i. time. Mr. Ka./ aaked for a vote on 
whether or not the committee wanted Mr. Sharrock to come 
back with a reviaed budget requeat. The committee vote 
waa 1̂-3 in favor of having him do 30 and ao Mr. Sharrock 
waa directed to to revise his budget requeat. Mr. Ray 
explained that Mr. Kubley waa preaent ao that he knew what 
had happened, and that it waa not Mr. Sharrock's declaim.



Regulation
Public
Utilities

xecutive
ession

The Chairman also requested Mr. Sharrock to Inform 
Mr. Fritz to be available for questioning Ly t '-)<=> r tt'-e. 
Mr. Ray then announced that in the absenc cf Mr. I-rltz, 
Director of Insurance, the committee would leave that topic 

of at this time and go to Regulation of Public Utilities for 
the benefit of Senator Rader. Senator Rader noted that 
the budget for Regulation of Public Service has been 
decreased. Mr. Sharrock explained that this ha? to do with 
money in the budget from last year for the sale of ACS, for 
study of the bids and this money will be spent this year. 
They are hoping if the bids come out on March 1 this 
consulting work will be done before the deadline.
Chairman Ray called an executive session.
After the executive session Senator Rader said that he 
wants to see the Governor’s proposal on this area before 
further questioning, and Mr. Ray said that in the interest 
of time the committee would go on to other areas in the 
.Commerce budget. Mr. Croft said that the Governor had 
mentioned in the budget message strengthening the Public 
Service Commission and Mr. Ray explained that the 
strengthening the Governor spoke of is not reflected in 
this budget but will come in a fiscal bill.

Mr. Rader left at this point.
Mr. Borer stated that lt has been his understanding in 
the past that new proposals never appear in the budget 
since it's n^ver certain If they will pass. Mr. Ray said 
this is correct.

Mr. Ray left at this point, and requested Mr.
Sackett to preside In his absence.



Commissioner's 
Office

Personal
Services

•
Travel

Contractual

Cornmodi t1 es
! nter-Agency 
Charges

Banklng

Mr. Sackett said the committee would start at the beginning 

of the budget and begin reading through.

When questioned on the decreases shown for employees under 

personal services, it was explained to the committee that 

in the budget instructions from Budget and Management, 

salaries are to be shown in the ~!tep C category. Last 

year Commerce was allowed to budget according to each 

person's particular pay step; however, this year they were 

requested to return to the Step C system. Therefore, the 

positions were not downgraded but simply restored to the 

usual budgeting procedure. Mr. Sharrock explained that 

they h^ve requested an administrative officer in 

Anchorage but that it was denied. Mr. Sackett asked if 

not getting this position would present problems.

Mr. Sharrock said they will have problems but that they 
will manage.

No questions.

No questions.

No question.-.

Hr. Sackett noted that there is a small cut. Mr. Borer 

asked now the Central Duplicating is working out. Mr. 
Sharrock said It's working fine.

Mi*. Sharrock said that sum*- changes In legislation are

being requested to solve some problems In banking.
At some point, lie said, they are going to have to have an

examiner iit banking. /*t the present time they are using

contractual services on a part-time basis. Mr. Bradner

asked what kind of people are hired under contractual service

and Mr. Sharrock said they hire certified public accountants.
It Is only for two banks and some small loan companies.

-HO- 2/>\
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Mr. Croft said that he had read that out of 9 banks 

in the state are in deplorable condition. Mr. Sharrock 

ea:>d the FDIC does examine- these banks but in time the 

state is going to have to do it. Mr. Croft asked if 

the banks were charged for these examinations. Mr.

Sharrock said yes but that it was nnt always a realistic 

charge since the cost of examining is so high. He gave 

n example of a small bank where the cost was $3,000.

This, he said, is pretty high for a small bank so they 

charged them only $600 or $1,000. Mr. Croft asked if 

the recovery on this was about 25? and Mr. Sharrock said 

yes. Mr. Borer said that two banks only are not FDIC 

members.

No questions.

No questions.
No questions.

No questions.
No questions.

Mr. Bradner left at this point to make an announcement 
on the floor.
Mr. Borer asked if It would le possible for an actuary to 
be hired to service both this divlslc:; and Public Employees 
Retirement in tne Department of Administration, since 
t)L<th are hiring an actuary on a contractual basis. Mr. 
Sharrock Indicated that that might be a possibility.

Mr. Sackett noted the $t>00 increase In commodities. Mr. 
Sharrock said this is fcr office supplies for the new

-Hl- 2/H



Equipment

Weights and 
Measures

Personal 
Services

Trave1 

Contractual

Commod.5 t les 

Equipment

auditor examiner. It was noted that pages 50 and 51 of 

the budget workbook both show $500 requests in commodities 

for the new position and this is an error. Mr. Sharrock 

said he would look into that.

Here again, there were two pages on Equipment and the 

commissioner did not know'Why, so the secretary was instructed 

by Mr. Sackett to check into the matter with Budget and 

Management.

The committee recessed at 10:30.

After Recess
10:45

After the recess, Mr. Ray resumed the Chair, and the 

committee went into the Weights & Measures Division.

Mr. Ron Rettig came in at this point.

No questions.

Mr. Ray noted there was no Increase in travel.

Senator Rader returned.
There is a $1200 Increase in Rents and Utilities for 

new quarters, required to house confiscated scales and 

t.o house present test Ini.' equipment . The quarters, are 

on Spenard Road in Anchorage.

Mr. Ray rioted tir.v there Is a $*»00 Increase In Commodities.

No questions.

Mr. Haugen asked In the case of a fish buyer on the 

grounds. If someone disputes the reading on a scale and 

they reach an Impasse what poslMon Is. the Department in 

If they wer'- to certify that scale. Mr. Sharrock said 

It would Involve time and transportation for the agent 

to go.
■ Ji 2 - 2/H
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Mr. Sharrock said that Central Licensing is the weakest 

section that they have in terms of supervision and planning. 

He said that they now have an administrative officer

supervising this, and this is reflected in this budget.

This activity will have to be upgraded even more than it

is, he continued. Mr. Ray asked if the reclassified

position will be filled by the person currently filling the 

position, and Mr. Sharrock said no. Mr. Croft asked what 

position the Central Licensing Division is in now as far 

as getting the job done. Mr. Sharrock said they hoped by 

next budget to establish a branch office in Anchorage 

which will help. Mr. Croft brought up the problemb the 
Anchorage nurses had getting new licenses. Mr. Sharrock 

said that a lot of those problems were frrn the applicants 

not filling out the forms properly. Mr. Croft asked if 

there was no problem in staffing p^d Mr. Sharrock replied 

that the only problem is that tney need an office in 

Anchorage, and will request it in the next budget.

There was a $7,COO increase in travel to allow board members 

two trips which will allow them to have two meetings plus 

two exams in conjunction with meetings. Additional time to 

conduct exams was allowed which accounts for the additional 

in per dlom.
Ho questions.

No questions.

No questions.

• * * 3— 2/lJ



Engineers and 
Architects.

Native Housing

Regulations of 
Public Service

Personal
Services

%

Mr. Sharrock explained that the money for this program is 

appropriated through Commerce to ASHA for administrative 

work and personnel necessary for implementation of the 

Native Housing Program. Mr. Sackett explained the program 

further as he is on the executive board. Last year the 

legislature passed a bill providing for the state matching 

federal funds 10 to 1. Mr. Sharrock said they have selected 

10 villages for the first program which should begin soon.

Mr. Croft asked Mr. Sackett if this program is in the 

villages yet. Mr. Sackett said the 10 villages were 

selected January 14 and that there is a loan-grant program 

providing funds up to $7500 for a home and he said they 

are working on approximately 20 homes per village.

Appended is a copy of the justification from ASHA for 

this program.
Mr. Sackett left at this point.

Since there is a bill being submitted changing this area,

Mr. Borer moved and asked unanimous consent that discussion 

on this portion of the budget be held back. Mr. Hohman 

objected, so a committee vote was held. The motion failed on 

■i 2-4 vote.
Mr. Ray asked what the Vacancy and Turnover factor was.

Mr. Sharrock said it is the usual 5*. Mr. Sharrock said 

that the requested new position of Tariff Specialist was 

denied. Mr. Ray asked what the dutier of tariff specialist

No questions.

Mr. Rettig left at this point.

ulO , \ ar  ! n e  !:,Vu co*K- ! M e r a t ! <.n Via- tie 11.
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Sharrock said that It will be his job to chock all new 

tariffs to determine whether they comply with the law.

Mr. Ray said it seems strange that budget review would cut 

out this man and yet bring down new legislation to continue 

work. Mr. Croft asked if the budget now would let the 
division continue. Mr. Sharrock said it is not being

done the way they would like it to be. He said that they

are having trouble filling the positions they do have, 

because of the low salaries, but he said he believed 

there will be legislation to rectify this. Mr. Croft 

asked if companies being regulated would pay for the 

tariff specialist’s work. Mr. Sharrock said not at the 

present time but that it is in the legislation, and 

he believes the charge would be realistic and not a 

reduced one. Mr. Croft requested that the committee be able

to see the consultant’s information on the PSC.

Mr. Sharrock agreed to furnish it.
Mi*. Sharrock said that the presently unfilled positions are: 

Secretary 1; Documents Clerk; Engineer, Financial Analyst I 

and Financial Analyst II.

Mr. Sharrock said that the department hopes to be able to 

implement the Natural Gas Safety Program Act. He said 

if they do not do Jt the federal level will take over, and 

he indicated that he feels it Is important that the state 

handle its regulation.

Travel Mr. Ray expressed the feeling that the commission does very

little*. He noted the commission meets in Anchorage 2-1/2 

days- a month. Mi*. Sharrock felt they did a good deal more 

than that.

2/l»
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Transportation
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Travei

Contractual

He noted that in Utilities Commission there is really a 

decrease. Mr. Sharrock indicated that the governor may 

have had a plan to increase the salaries of the unfilled

positions so that they would be filled. He didn’t know

what the amount cf the increase would be.

Mr. Borer asked if something is going to be done about the

fact that anyone with a gravel truck has to get a license 
to haul gravel. He asked if any legislation is planned.

Mr. Sharrock said his personal feeling is that a contract 

carrier such as a gravel operator should be exempt from 

certification or at least as far as rate regulations are 

concerned. He stated that he is in disagreement with the 
Commission and Tarriff Association on this point.

No questions.

Mr. Ray asked if there is any anticipated increase in 

outside Alaska travel, and Mr. Sharrock said no, it is 

strictly for transportation and per dlein within the state.

Mr. Bradner came in at this point.

Mr. Sharrock said the commission is experiencing considerable 

increases in tho Fairbanks area. iie said that in fact they 

have requested sufficient funds to open an office in 

Fairbanks ana have a field agent there but tnat tho 

department was unable to put that in.

Mr. Croft asked if this budget strengthens the PSC.
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Mr. Sharrock justified the Increase here by the fact 

that they have an attorney and secretary and have renewal 

subscriptions, periodicals, etcetera.

No questions.

This is for the Department of Law, Mr. Sharrock said.

It does not cover travel, just the salary for an attorney.

Mr. Ray asked why they don't just have a hearing officer 

instead of sending an attorney to hearings. Mr. Sharrock said 

the attorney does not go on straight hearings, but that often 
they can expedite matters if the attorney is present at 

other hearings. Mr. Ray asked why no travel request was 

included, and Mr. Sharrock said this is coming in a 

supplemental, and also that there is some additional money 

authorised in travel for the Commission.

The increase here Mr. Sharrock said is for upgrading and 

reclassifying existing personnel.

No questions.

Mr1. Ray said he felt the Anchorage office used the phone 

too much. Mr. Sharrock said they had been sent a memo.
No questions.

No questions.

It was noted that Central duplicating was doubled. For

the record Mr. Ray requested that Administration be asked

why. (Mr. Freer of budget and Management said that the
increase was In IBM and not Central Duplicating„ ana said
tiie request the Department had made was not sufficient

for what IBM expected the value of their services to tho
-»7- 2 /



Subcommittee
Assignment

Adj ournment

#

Messrs. Sharrock, McMurtrey and Fennel left.

Mr. Ray assigned the Commerce budget to Messrs. Hohman 
and Sackett with Mr. Hohman as chairman.

The meeting was adjourned at 2:30.

Veteran's Affairs would be.)
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*• C. P R IIT O N  LOCHCR. CMAIKMAN 
CARL H. PORTER. t»T V te i CHAmMAM 
J A M ta  W . DALTON. INO VICC CMAIftMAN 
OK O RO I SHARROCK. COMMIMIONIM OF COMMMCC 
IRA « . WALKCR. mcm mm

m

s t a t e  h o u s i n g  a u t h o r i t y

Mr. Richard W. F reer, D irector 
Division of Budget & Management 
Department o f Administration 
State o f Alaska 
Pouch C
Juneau, Alaska 99801 

Dear Mr. F reer:

Please find enclosed a summary and detailed documentation supporting the 
budget request of the Department of Commerce for administrative costs of 
the Remote Housing Program for the 1969 fiscal year. These costs are 
expected to be incurred by the Housing Authority in accordance with the 
Governor’ s authorization of July 1, 1967, that this agency conduct the 
administration of the Remote Housing Program. As you will note, the 
total amount of $94, 884.00 requested is app ^ximately the same amount 
appropriated by the 1968 Legislature fo r  the urrent fiscal year. This 
complies with Commissioner Sharrock’ s request that the administrative 
costs of the program for the 1969 fiscal year be held to the level of the 
previous year.

If you have any questions or require additional information, please let 
us know.

JAY C. MUELLER
n i C U T I V I  DIRECTOR December 4, 1968

Very truly yours

ALASKA STATE HOUSING AUTHORITY

JCM/LJK:pt
Enclosure
cc: Commissioner Sharrock, Dept, of Commerce
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A LA SK A  S T A T E  H O U S IN G  A U T H O R IT Y  

REMOTE H O U S IN G  PROGRAM 

B UDGET

• •  •

1 .  A d m i n i s t r a t i v e  S a l a r i e s  , . '

. a) E x e c u t i v e  O f f i c e  ' • >

• b )  R e m o t e  H o u s i n g  B r a n c h  

' c )  S e c r e t a r i a l  S t a f f
S u b - T o t a l  $ 2 2 , 5 . 7 0 . 0 0

* 2 . -  T e c h n i c a l  S a l a r i e s

a) B r a n c h  O f f i c e  S t a f f

b )  F i e l d  S t a f f
S u b - T o t a l  $ 4 5 , 0 0 0 . 0 0

. 3 .  A c c o u n t i n g  $  4 , 0 0 0 . 0 0

' 4 .  T r a v e l  *  9 , 0 0 0 . 0 0
• i * *

5. General Overhead •**' $14 f 31J^00
$ 9 4 , 8 8 4 . 0 0



B UDGET

J U S T I F I C A T I O N

REMOTE HOUSING PROGRAM
• • •:

1 .  A d m i n i s t r a t i v e  S a l a r i e s

a) E x e c u t i v e  O f f i c e

E x e c u t i v e  D i r e c t o r  »  $ 2 0 , 0 0 0 / y r

A s s i s t .  E x e c u t i v e  D i r e c t o r  «  $ 1 9 , 0 0 0 / y r

$ 3 9 , 0 0 0 / y r

P e r c e n t a g e  o f  t o t a l  a d m i n .  *  1 3 %

T o t a l  e x p e n d i t u r e  1 3 %  x  $ 3 9 , 0 0 0  -  $  4 , 0 7 0 . 0 0

b )  R e m o t e  H o u s i n g  B r a n c h

H o u s i n g  C o o r d i n a t o r

P r i m a r y  e m p l o y e e  i n  c h a r g e  o f  d a i l y  

i m p l e m e n t a t i o n  o f  p r o g r a m

S a l a r y  ■  $ 1 5 , 0 0 0 / y r  $ 1 5 , 0 0 0 . 0 0

c) S e c r e t a r i a l  S t a f f

P a r t  t i m e  e n g a g e m e n t  o f  A S U A ' s  

c e n t r a l  s e c r e t a r i a l  s t a f f

E s t i m a t e d  e x p e n d i t u r e  -  $  2 , 5 0 0 . 0 0

T o t a l  i t e m  1  $ 2 2 , 5 7 0 . 0 0

2 .  T e c h n i c a l  S a l a r i e s

a) B r a n c h  O f f i c e  s t a f f

1 )  A s s i s t .  H o u s i n g  C o o r d i n a t o r

8 $ 1 3 , 5 0 0 / y r  * $ 1 3 , 5 0 0 . 0 0

2 )  * E s t i m a t o r  6  P u r c h a s e r

P a r t  t i m e  e n g a g e m e n t  o f  A S H A ' s  ' '

T e c h n i c a l  S t a f f

E s t i m a t e d  e x p e n d i t u r e  $  3 , 5 0 0 . 0 0

* •
3 )  A r c h i t e c t  t F i e l d  C o o r d i n a t o r  

P a r t  t i m e  e n g a g e m e n t  o f  A S H A ' s  * 

t e c h n i c a l  s t a f f

E s t i m a t e d  e x p e n d i t u r e  $  6 , 0 0 0 . 0 0
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.Page 2

2  f u l l  t i m e  e m p l o y e e s  r e p r e s e n t i n g  

A SH A  i n  v a r i o u s  v i l l a g e s .

S a l a r y

2  T e c h n i c i a n s  Q $ l l , 0 0 0 / y r  

T o t a l  i t e m  2

Field Staff

3 .  . A c c o u n t i n g

C o m p l e t e  f i s c a l  c o n t r o l  o f  R e m o t e  H o u s i n g  

P r o g r a m .  P a r t  t i m e  e n g a g e m e n t  o f  A S H A ' s  

A c c o u n t i n g  S t a f f

4 .  T r a v e l

E x p e n d i t u r e s  f o r  T r a v e l  a n d  P e r  D i e m .  
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E x p e n d i t u r e

5 .  G e n e r a l  O v e r h e a d

R e c e p t i o n i s t ,  T e l e p h o n e  O p e r a t o r ,  O f f i c e  

■ a n d  e q u i p m e n t  r e n t a l ,  E m p l o y e r ' s  c o n t r i ­

b u t i o n s ,  C o n t i n g e n c y ,  S u p p l i e s ,  e t c .

$ 7 1 , 5 7 0  9 2 0 1  -

$ 2 2 , 000 .0 0

$ 4 5 , 0 0 0 . 0 0

$  4 , 0 0 0 . 0 0

$  9 , 0 0 0 . 0 0

$ 1 4 , 3 1 4 , 0 0
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Present :

General
Meeting:

B i l l
Assignment:

Recess:

A l l  members.

Chairman Ray ca l led  the meeting to order and announced that  

the members were to work on subcommittee assignments.

He made the fo l low in g  b i l l  assignment:

HOUSE BILL NO. 42 ( repea l  d i s a s te r  and school tax )

- -  Mr. Borer.

He Informed the committee of  the jo in t  Finance Comlttees 

meeting at 1:30 p.m., in the Governor's  Conference Room 

f o r  the purpose of  hearing the 18 school superintendents  

who are in Juneau from around the sta te .

Meeting recessed at 9:15 a.m.

HOUSE FINANCE COMMITTEE
February 5> 1968

9:00 a.«:>»
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Present:

^^Jeneral
lng:

Hr. F r id ley

A l l  members of the House Finance Committee except 

Representative Mike Bradner. A l l  members of  the 

Senate Finance Committee except Senators Lewis and 

Bradshaw.

Robert Thomas, Department of  Education; Don E. F r id ley ,  

Anchorage Borough School D i s t r i c t ;  W. D. Overstreet,  

Superintendent, Juneau-Douglas D i s t r i c t ;  Ernest Presher,  

Superintendent, Kenal; Ray Tinjum, Superintendent,

Dil lingham; Dale Lunsford, Superintendent, Skagway;

Ray Nims, Superintendent, Wrangell ;  J. Davis, Superintendent,  

Kake, were a lso  present.

Mr. Ray turned the chair  over to Senator P h i l l i p s .  Chairman 

P h l l l i o s  welcomed the superintendents to Juneau. Mr. F r id ley ,  

v/ho ic President of the Superintendents ' Association, began 

the presentation by Informing the committee that they would 

be exp la in ing  the development o f  th e i r  budget3 and t e l l i n g  

the committee tho same thing they would bo t e l l i n g  th e i r  

own school boards. He a l s o  stated that they wanted to be 

o f  serv ice  to the committee. I!*? stated there were seven 

points he wished to dl3cu33 and that most of  the discussion  

would center around the Public  School Foundation Program.

Mr. F r id ley  atated that although a year ago there had been 

adjuutf.ienttf made f o r  teachers '  s a l a r i e s ,  e t c . ,  they found 

the f;oat o f  (JoLn<r. business was Increasing. He stated based

JOINT FINANCE COMMITTEE MEETING
February 5* 1969

1:30 P.M.



m .
. F r id ley  on h is  experience and on s t a t i s t i c s  he had seen he 

ont '_d_______
expects a 10 to \2fi Increase in doing business.  He 

noted that debt serv ice  i s  siphoning money away from 

the in s t ruc t io na l  program. Mr. F r id ley  said he 

r ea l iz ed  a great deal of  l e g i s l a t i o n  had been p r e - f i l e d  

and stated i t  was not th e i r  purpose to  support or oppose 

any sp e c i f ic  l e g i s l a t i o n .

In the October meeting of  the Superintendents ' Associat ion ,  

Mr. F r id ley  stated they discussed one of  the ways to con­

tinue the state  support would be to increase the pupi l  

allotment to $50 per  pup i l ,  which would mean approximately  

a $3,000,000 Increase.

He stated another area i s  the spec ia l  education program 

and th is  i s  t reated separate ly  within the Pub l ic  School 

Foundation Program. He emphasized the fact  that there  

can not be as many spec ia l  education pup i ls  per teacher  

as in the regu la r  program. He said there 1.3 approximately  

one teacher fo r  every 10 pupLl3 but in certa in  cases one 

teacher can only take care of  f i v e  or 3.lx pup i ls  and In 

many Instances where for  f i v e  or s ix  pup i ls  who ore 

mentally retarded or uneducable, a teacher and teacher  

aide arc needed to take care of  the physical needs of  the 

ch i ld .  There are 050-1000 pup i ls  pro jected to be in 

spec ia l  education programs fo r  1969-70. At the present  

there are 840 enro l led  in the s tate  with 460 enro l led  in 

the Anchorage area alone. Mr. F r id ley  proposed that there bo 

fu r the r  l e g i s l a t i o n  along these l in e s  and stated a drop of  

two or three youngsters per  teacher would cost $200,000.



F r id ley  He stated the l a r g e r  centers such aa Fairbanks, Juneau, 
nt 'd

“ S itka ,  etc .  were becoming a mecca f o r  people whose children  

require  spec ia l  education. He noted that more bu i ld ings  

f o r  these children w i l l  be needed due to the small number 

of ch ildren  per  c la ss  room —  7-10 versus 30-35 in standard  

c la s s e s .

He stated another area that waa being c r i t l z e d  in the 

education program was the lack o f  terminal vocational  

education programs. He stated the cost o f  vocational  

programs i s  as great as spec ia l  serv ice  programs f o r  spec ia l  

children .  He asked fo r  fu r ther  l i b e r a l i z a t i o n  to include  

under the PSF program an allowance f o r  vocational teachers.  

He a lso  remarked that as a g rea te r  number of  students In 

ru ra l  areas were Interested  in vocational  programs, the 

heavier  port ions  of  these programs should be in s ta l l e d  in  

ru ra l  areas .

He stated when reviewing the s t a t i s t i c s  o f  the state  the 

average teacher 's  s a la ry  on the PSF program i s  $8,200 but 

that the t o ta l  sa la ry  i s  probably $9,000 to $10,000.

He noted that teachers are the same as other employees.

They are requesting more f r in ge  b en e f i t s ,  f ree  lunch 

periods, e t c . ,  but he f e l t  the added cost in th is  area  

could be somewhat reduced by the use o f  teacher a ides .

Dr. Hartman entered the meeting.

Preshe.-' Mr. Pre3her f e l t  that due to the d i f fe ren ce  in wealth of  

the d i f f e r e n t  communities that thr  s tate  should assume



m
. Preaher more r e s p o n s ib i l i t y .  He stated that the $6,000,000 f o r  

ont1d_______
the 5 -year  program i s  a l located  by the Department of  

Education. He thought the l e g i s l a t u r e  should g ive  some 

consideration to using a port ion  of  th is  money f o r  bond 

redemption rather  than putting i t  a l l  into  new construction.  

Another area Mr. Presher discussed was the use o f  schools  

f o r  a f u l l  year with vocational education programs conducted 

during the summer months. He said many people have need 

of  instruct ion  while they are working. This program o f f e r s  

a worker help in gett ing  a Job, guidance Instruct ion  on 

the job, and is  e sp e c ia l ly  b e n e f i c i a l  to handicapped 

people and natives  who are having d i f f i c u l t y .

^ r> Mr. Overstreet commented on Public  Law 87^ and said they
^ fcDverstreet
^  had received instruct ion  from the U. S. O f f ice  o f  Education,

a f t e r  a court case, that these PL 87U funds must be used 

s t r i c t l y  under th e i r  guidance. He 3tatcd he thought th is  

was a wise decis ion.  Money would go to d i s t r i c t s  where the 

f edera l  impact was f e l t  and be used fo r  the purpose that 

was intended. He said they assume tha t1 the 3tate w i l l  

simply fund now on the ba s is  of  the e x is t in g  formula, with 

the net e f fe c t  o f  Increased support to d i s t r i c t  schools.

Mr. Overstreet suggested a 3mall program to encourage 

school d i s t r i c t s  to enter Into combined programs. He 

said that i f  d i s t r i c t s  would undertake problems Joint ly  

that it  would lead to so lut ion  on a more economical bas is ,  

I . e . .  Instructional  t e le v is io n  would cover more than



m one d i s t r i c t .  He proposed that the l e g i s l a t u r e  encourage
e rs t re e t

cont 'd  th is  by appropr iat ing  a small amount of  money f o r  more

d i s t r i c t  cooperative p ro jec ts .

Mr. Overstreet stated the second thing he would l ik e  to 

see i s  a new study o f  the Public  School Foundation Program. 

He said there have been s i g n i f ic a n t  changes since the la s t  

study s ix  years ago. For example, the spec ia l  education  

program is  almost completely new, the vocational program 

has been g re a t ly  expanded, and there i s  a very s ig n i f ic a n t  

change in revenue; and, hope fu l ly  the le g i s l a tu r e  could 

r e l i e v e  property taxpayers by assuming a l a r g e r  portion of  

the r e s p o n s ib i l i t y  at a state  l e v e l .  Mr. Overstreet stated  

he would l ik e  to see the l e g i s l a t u r e  appropriate some 

$50,000 to $70,000 f o r  th is  study of  the PSF program. He 

stated they could possib ly  obtain the same people who 

did the study before  or people of  the same c a l ib e r .

Mr. F r id ley  Mr. F r id ley  suggested a po ss ib le  means of funding the major 

portion of  th is  study is  under Elementary and Secondary Act, 

T i t l e  V. He said these are funds designed to strengthen 

3tate organizat ion  and he f e l t  that the Foundation Program 

f e l l  In that category. He thought T i t l e  V should provide  

approximately $40,000 and stated they would have to obtain  

agreements with various d i s t r i c t s .  The Anchorage d i s t r i c t  

would probably bene f i t  the most from the updating o f  the 

Foundation Program study and would be w i l l i n g  to go along

t 2/5



with the re l inqu ish ing  of  th e i r  T i t l e  V funds f o r  thi3  

purpose.

Mr. Sackett commented on the fa c t  that deaf children and 

those hard of hearing went outside f o r  schooling. He 

asked i f  there were any plans f o r  a state  school f o r  

handicapped people. Mr. F r id ley  stated people whose 

children require  these serv ices  are b e t t e r  o f f  to re locate  

within the center o f  se rv ice .  He explained that the state  

did not have f a c i l i t i e s  f o r  the t o t a l l y  deaf,  that i t  was 

more f e a s i b l e  to send severe ly  handicapped people to the 

states  f o r  t ra in in g ,  and they f e l t  they could serve more 

people and expand e a s ie r  in the l a r g e r  centers of  population.  

Senator Koslosky asked What the d i f fe rence  in sa la ry  i s  

between teachers and teacher a ides  and i f  i t  would be 

b e t te r  to h ire  teachers. Mr. F r id ley  stated teachers  

receive approximately $9,000 and teacher a ides about

$4,500 - $5 , 000.

Senator Blodgett held a br!.ef d iscussion  on the need of  

vocational education programs in the school.

Mr. Croft c itcd  an example o f  high school students performing  

in the capacity o f  teacher a ides and asked of  the f e a s i b i l i t y  

of th is .  Mr. F r id ley  stated that th is  was done In areas o f  

the United States an a p re -vocat iona l  serv ice  but he stated  

there were certa in  areas of  r e s p o n s ib i l i t y  such as playground 

duty and lunch time r e s p o n s ib i l i t y  that reouired an adu lt .



Mr. Croft asked about the pup i l  teacher r a t i o  f o r  g i f t e d  

children . Mr. F r id ley  stated that l i k e  consideration Is  

to be given in th is  area. He said under the d e f in i t io n  

of  exceptional children, g i f t e d  as w e l l  as retarded children  

should be included.

Mr. Croft asked what the superintendents had done in the 

use o f  the school on a year around b a s i s  and i f  th is  would 

not be a savings. Mr. F r id ley  answered in the a f f i rm at ive  

and stated in the Anchorage area they were going forward  

and had as many as 6,000 youngsters en ro l led  in  Anchorage 

during the summer time. This wa3 f o r  a period o f  6 weeks 

but he stated he be l ieves  l t  could be f o r  12 weeks. He 

stated adm in istrat ive ly  i t  would make i t  e a s ie r  to have a 

year around routine but said he did not know i f  people in 

the community would accept i t .  Mr. Croft  asked i f  the 

money wouldn't bo be tte r  spent on a year  around program 

rather  than the Foundation Program study and Mr. Presher  

answered they could be done together.

Mr. Haugen gave a b r i e f  discussion on the needs and problems 

of the school system.

Mr. Sackett and Mr. Hohman l e f t  the meeting.

Mr. Haugen stated he f e l t  an interim committee was needed 

to discuss these d i f f e r e n t  areas.  Mr. Haugen a ] s o  discussed  

the problems of  the federa l  government withdrawing funds 

from certa in  programs a f t e r  th^y had been implemented.



Mr. Ray suggested that the school boards approach the 

governing bodies of  th e i r  m un ic ip a l i t ie s  and persuade them 

to de f la te  th e i r  assessed va luation  to i t s  proper l e v e l ,  

even though i t  would cost them in the l im it s  of t h e i r  

bonded indebtedness.

He pointed out that he f e l t ,  e s p e c ia l ly  in the case of  

Juneau-Douglas High School, that the acce lerated  c la sses  

were of  great ass istance  to the g i f t e d  children ,  but that  

in the cases o f  the mentally retarded and severe ly  handi­

capped that the Commissioner should research the reported  

and unreported segments of the population to determine 

the need o f  i n s t i tu t io n a l  bu i ld ings  within the state  to  

be located In the population centers .

Mr. Presher stated that the cost f o r  g i f t e d  ch ildren  was 

as great as f o r  handicapped. They need add it iona l  materia l  

so those children can go ahead. He said delinquency may 

come from these ch ildren  whose in t e l l i g e n c e  Ls not channeled 

construct ive ly .

Mr. Borer asked to hear from the smaller  d i s t r i c t s ,  such 

as B r i s t o l  Bay, and wanted to know i f  the l e g i s l a t i o n  passed 

l a s t  year had helped them. Mr. Tinjum answered that the 

l e g i s l a t i o n  (Ch. 48, SLA 68) had helped a great dea l .  

Chairman P h i l l i p s  c l a r i f i e d  Mr. B o re r ' s  question and 

Mr. Borer added he wished to know I f  the l e g i s l a t u r e  had 

provided them with what they needed. Mr. Nlms stated  

the l e g i s l a t i o n  had been a great  help; however, I f  his



school d i s t r i c t  had to absorb an $8,000 lo ss  f o r  a teacher  

who had become i l l  I t  would be Impossible . Teachers are 

paid when they are i l l ,  and a long i l l n e s s  could be 

disastrous  to a small school d i s t r i c t  but in la rge  

d i s t r i c t s  i t  can more e a s i l y  be absorbed. Hopefu lly ,  the 

state  could help the smaller  school d i s t r i c t s  on th is  and 

Senator P h i l l i p s  agreed that something should be done. 

Senator P h i l l i p s  asked what the most important point was 

that had been discussed and Mr. F r id le y  stated his  

app ra isa l  would be the increase in pup i l  a llotment. He 

said other points should a lso  be examined from the stand­

point o f  programs. Mr. Presher added that the need f o r  

re -eva luat ion  o f  the Foundation Program i s  very Important. 

Senator Koslosky mentioned the p o s s i b i l i t y  o f  obtain ing a 

Ford Grant f o r  th is  study and Chairman P h i l ip s  requested  

Commissioner Hartman to check Into th is .

Adjournment: Meeting adjourned at  2:50 p.m.
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HOUSE FINANCE COMMITTEE MEETING
Thursday, February 6, 1969

9:00 a.m.

Gen. Meeting

Dept, o f  Public  
Safety____________

O f f ic e  o f  
Commissioner

Personal
Services

Present:

Travel

Contractual

A l l  members o f  the House Finance Committee were present.

Also present were Commissioner Mel Personett o f  the 

Department o f  Public  Safety and Captain Nelson, D irector  of  

the D iv is ion  o f  Technical Serv ices .

Chairman B i l l  Ray c a l l e d  the meeting to order. He assigned  

HOUSE BILL NO. 103 to Mr. Hohman.

Mr. Ray announced that Messrs. Personett and Nelson o f  the 

Department o f  Publ ic  Safety were present at the meeting to 

go over th e i r  budget with the committee.

The Department had requested three new posit ions  in the 

O ff ic e  o f  the Commissioner, but Budget Review had denied them 

Mr. Ray asked how the Department had planned to use the 

new people. Mr. Personett said they would use the 

Inspector to go into the f i e l d  to determine i f  f i e l d  

personnel are fo l low ing  procedures and to b r ing  back the ir  

suggestions. Without the Inspector,  Commissioner Personett  

w i l l  have to do this  himself .  The only increase that was 

allowed was a normal pay r a i s e  increase fo r  employees.

Mr. Croft  asked i f  the denied pos it ions  had been requested  

l a s t  year and was answered yes.

This i s  at the same le v e l  as la s t  year. Mr.. Ray asked 

what the requested increase had been for  and Mr. Personett  

said  mainly for  the inspection t r ip s  into the f i e l d .

The Department had requested $20,100 in thi3 area and was 

allowed $9,000. Mr. Personett sa id  the main reason for



#

the requested Increase was fo r  regu la t ion  pr in t ing .

The Department is  required by law to make t r a f f i c  

regu lat ions  and such a v a i l a b le  to the pub l ic .  Mr.

Ray asked why insurance was increased $1,000. Mr.

Personett sa id  that f i r e  insurance in some o f  the bu ild ings  

they have in the f i e l d  has been moved to this  program 

instead o f  Alaska State Troopers. I t  i s  not an o v e ra l l  

increase -  ju s t  a move. Mr. Ray asked about the increase  

in equipment ren ta l .  Mr. Personett explained that they 

are prorat ing  the Xerox and M.T.S.T. in the Department. 

Everyone is  using the same equipment. The increase over  

1968-69, he sa id ,  i s  due to the M.T.S.T. Mr. Croft  

asked what regu lat ions  are p r in ted ,  and Mr. Personett  

sa id  t r a f f i c  r egu la t ions ,  d r i v e r s '  manuals, commercial 

dr iv ing  school regu lat ions  and the l ik e .

Commodities An increase was requested in P ro fess iona l  & S c ie n t i f i c

Supplies ,  which Budget Review denied. Mr. Ray asked Mr. 

Personett to be sp ec i f ic  about what they needed but he 

was unable to be. Mr. Sackett asked Mr. Personett i f  the 

Department has to move from the i r  present headquarters  

i f  they w i l l  need funds to do 30 . Mr. Perjonett  said  

they could use i t ,  but that they would have to have rent 

money i f  they move.

Rescue & R e l i e f  Mr. Ray noted that this i s  at the same leve l  as la s t  year.

Me asked i f  the statute  was too r i g id  to a l low the 

Department to use this money in ass istance .  Mr. Personett  

expressed the fe e l in g  that the statute  can be complied with 

without considerable  d i f f i c u l t y  and that a3 long as the 

statute  stands i t  should be followed. He pointed cut on
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example o f  I t s  use. Mr. Borer sa id  that in 1967—68 about 

h a l f  o f  the money in this  program lapsed. He asked where 

they stand in this  y e a r ' s  appropriation . Captain Nelson 

said  they have used up about 2/3 and they have outstanding  

b i l l s  they are expecting. He sa id  la s t  year they came

close to using a l l  the funds. Mr. Personett made the

comment that when the fund was repea led ,  many people f e l t  

that meant there was no money a v a i la b le  and so fo r  a while  

there were no requests.

$25,000 was appropriated l a s t  year fo r  narcotics  awards.

Mr. Personett sa id  that no rewards have been paid to date.

Mr. Ray sa id  that there i s  a movement in the Senate

to repeal  this  reward money, and asked Mr. Personett 's  

f e e l in g .  He sa id  he had no strong fe e l in g s  e i the r  way.

One o f  the problems, he sa id ,  with the reward money is  that

i t  i s  only fo r  information on hard narcot ics .  He said

that Senator Haggland indicated in testimony that he f e l t  

th is  amount would be tte r  be used for  education, enforcement 

and r e h a b i l i t a t io n .  Mr. Personett sa id  he personally  agree 

Mr. Ray inquired about problems with non -prescr ip t ive  drugs 

and Mr. Personett sa id  the problem is  not as great here as

in some o f  the more populated areas in other s ta tes .

Mr. Croft  asked about the number o f  narcotic  k its  in 

the state  and Mr. Personett said there are two.

Mr. Personett explained that the Technical Services  

Program was formed to cen tra l ize  the se rv ice  functions  

o f  the department into one area. Previously  each d iv is ion  

and often/section had i t s  own administrative o f f i c e r  and 

other po s it ions .  By c e n t ra l i z in g ,  Mr. Personett s a id ,



they are more e f f i c i e n t  and more economical. A portion  

o f  the increase in this budget i s  due to a move of  

personnel to th is  d iv i s io n  and does not r e f l e c t  an o v e ra l l  

increase in the Department. Mr. Borer pointed out an 

error  on page 0026 where the heading "man hours" should 

be "man months." In response to questioning by Mr. Borer  

Mr, Personett sa id  that with regard to troopers in 

communities on a contract b a s i s ,  man hours are guaranteed.  

Regardless o f  the number o f  men in a community, i f  a certa in  

number o f  hours have been guaranteed, that amount o f  time 

w i l l  be put in .  Mr. Borer asked what the systems analyst  

does and Mr. Personett explained that the man they have 

now is  a fede ra l ly  funded employee under the Highway 

Safety Act and he makes necessary studies fo r  upgrading  

o f  accident report ing  systems, d r ivers  l icense  f i l e  

system, etc. He w i l l  not be funded f e d e ra l ly  a f t e r  July 1. 

Mr. Croft  asked about the amount o f  federa l  rece ipts  and 

said  lie thought there was a federa l  b i l l  which would 

provide funds fo r  loca l  law enforcement. Mr. Personett  

explained that these funds are not provided d i r e c t ly  to 

the Department but to the Governor’ s Planning Agency. Mr. 

;<oivr juv'stioned Mr. Personett about the number o f  personnel,  

requesting a breakdown as to now po s i t io n s ,  t r a n s fe r s ,  

and regu la r  po s it ion s .  There seemed to be confusion on 

th is  matter, and Mr. Personett agreed to furn ish  u breakdown.

Recess: Mr. Ray recessed the meeting at 9:52 fo r  10 minutes a f t e r

asking Mr. Haugen to act os chairman while he was on the 

House f lo o r .
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There was an allowance made o f  $8,600 fo r  t r a v e l ,  as 

opposed to the requested $89,200. Mr. Personett explained  

that the reason the i r  request was so much higher than 

in past years Is  that the d iv is ion  was not in existence  

or was Just beginning. He said  that the b iggest  percentage  

of  this  request was fo r  the trooper t ra in in g  programs.

Mr. Sackett asked what they would do now since th e i r  

request was cut so much, and Mr. Personett sa id  that as 

the budget now stands the t ra in in g  program w i l l  be 

deleted e n t i r e ly .  Mr. Croft  asked i f  he meant the 

Academy in Sheldon Jackson and Mr. Personett sa id  yes.

There is  no money to operate ,  he sa id .  They used t r a v e l  

and per diem funds from other d iv is ions  fo r  the Academy 

l a s t  year,  but the other d iv is ions  cannot stand an add it iona l  

year being deleted in this manner. Mr. Sackett asked how 

much the i r  to ta l  cost fo r  the t ra in ing  program at the 

Academy would be fo r  one f i s c a l  year. Mr. Personett sa id  

i t  dependa on the number o f  troopers being tra ined. He 

sa id  the cost ha3 been f igured  at about $1500 per trooper.

Tho t rave l  request,  he continued, was based on the requested  

number o f  troopers. Captain Nelson sa id  they had 

antic ipated a cost o f  $248,000 fo r  the program including  

the cadets. He sa id  he could give a breakdown o f  costs  

not counting the cadets, and Mr. Sackett requested a 

breakdown with and without the cadet t ra in ing  included.

Mr. Personett oaid the Department w i l l  not be ab le  to 

renew the ir  lease  with £• Weldon Jackson because they have

After Recess
10:10 a.m.



to guarantee a certa in  number o f  t rooper -t ra lnees  

and they cannot do that.

Mr. Borer l e f t  at th is  point.

Mr. Bradner asked I f  the state  is  making any al ••ect 

approaches to pin something down on th is  problem. Mr. 

Personett sa id  this  matter would probably be the top 

p r io r i t y  item in the omnibus crime b i l l  funds. Mr.

Croft  requested f igu re s  on the number o f  troopers who have 

been trained to date and information on the e f f e c t  

shutting down the program w i l l  have on the en t ire  po lice  

program. Mr. Personett r e i t e ra te d  that t ra in ing  

is  number one on th e i r  p r i o r i t y  l i s t .  They would iiot have 

gone into the program unless he f e l t  that way about i t ,  

he sa id .  He said they w i l l  have to replace the Academy 

t ra in ing  with in - s e rv ic e  t ra in ing  which they now have 

in addit ion to the Academy tra in ing .  In answer to a 

question by Mr. Sackett ,  Mr. Personett sa id  that there 

was $4,000 in funding from Vocational Education limited  

to t ra in ing  equipment and supp l ies .  Mr. Haugen 

asked I f  Sheldon Jackson had gotten any money for  this  

academy. Mr. Personett sa id  any money they have 

i 3 from the Hew Careers Pi'ogram. Mr. Personett sa id  they 

started  out with 19 men in thi3 program, and the s ix  who 

remain are a l l  good workers, in rcspor*1 -.o to a question  

by .Vr. Hohman, Mr. Personett explained tho cadet program.

He 3ald the main reason fo r  i t  i s  to encourage young 

people to go Into po l ice  work, because they have had 

trouble with young people graduating from high school  

and becoming Involved in other Jobs before  they are 21
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at which point they often cannot a f fo rd  to leave the 

pos it ions  they are in  to go into po l ice  work.

The career program workers go in as range 9 and the cadets 

as range 10, Mr. Personett sa id .

Mr. Borer returned.

Mr. Borer asked fo r  the t o ta l  amount paid to Sheldon 

Jackson and Mr. Nelson sa id  he would get this  information.  

Mr. Borer pointed out an inconsistency between pages 26 

and ^7. A f te r  dia logue on the subject  which a id  not 

s a t i s f y  Mr. Borer he sa id  that he would research further .

In answer to a question by Mr. C ro ft ,  Mr. Personett said  

that the i r  contract f igu res  were even lower than those 

L e g i s la t iv e  Audit came up with. He made the statement 

that he needs a certa in  amount o f  that money for  spending 

authority to enter into the contracts.

Mr. Borer asked what the cut here would come out o f  

and Mr. Personett sa id  i t  would be out o f  the t ra in in g  

program.

No questions.

This en t i re  amount, Mr. Personett sa id ,  is  fo r  the automatic 

Data Processing System, working Department records into  

the program. With the cut he sa id  they w i l l  Just not be

able  to advance as quickly as they had hoped to. Mr.

Nelson sa id  that centra l  dup l icat ing  costs come under State  

Troopers, not this d iv i s io n .  In response to a question  

by Mr. Sackett ,  Mr. Personett 3aid he did not f e e l  the i r  

budget had been cut su b s tan t ia l ly  more this year than i t  

was la s t  year. He sa id  ho does fee l  the budget ho presented

in necessary to maintain a s u f f i c i e n t  l e v e l .
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Mr. Personett sa id  that quite often the AST and the 

Department o f  Pub l ic  Safety are interchangeable since  

AST is  the la r g e s t  d iv i s io n  within the department.

Mr. Ray returned at this point.

Mr. Personett sa id  that they f e l t  in order to perform the 

r e s p o n s ib i l i t y  they have been given they require  the 

number of  people they have requested fo r  next year.

The personal serv ices  allowance was considerably below 

the Department request ,  and Mr. Sackett asked what the 

Department would do since they had been denied a number 

o f  new pos it ions .  Mrr Personett said they had no 

choice but to maintain the i r  present l e v e l .

Mo questions,

Mr. Nelson sa id  the Department had requested funding to 

move the i r  headquarters o f f  the f i r s t  f l o o r  o f  the Capito l  

Build ing  in Juneau. They do not, he answered in response 

to a question by Mr. Sackett ,  have a d e f in i t e  p lace to 

move.

Mr. Nelson said  this  i3 one place where they ant ic ipate  

d i f f i c u l t y .  The new d r ive rs  l icens ing  with the photographs 

and p la s t i c a t in g  required cannot be continued at the 

present l e v e l  i f  the budget allowance stands as i t  i s .

Me said  that they issued three or four times as many 

dr ivers  l icenses  in January thi3 year than they did in 

January la s t  year. Me sa id  that although the $1.00 fee 

that 13 charged does pay fo r  the cost o f  tho l ic en ses ,  

that money goes into the General Fund and not into the 

Department. Mr. Borer aoked why they are l i s t i n g  the
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Polaroid  supp l ie s ,  etc. fo r  the dr ivers  l icenses  under 

Divis ion  Headquarters instead o f  se t t ing  them out by 

various d i s t r i c t s .  Mr. Personett sa id  that that might 

be a be tte r  idea. Mr. Ray requested a l e t t e r  or memo 

t e l l i n g  the committee ju s t  how r e a l i s t i c  the i r  la s t  

y ea r 's  request fo r  commodities was to cover th is  l ic ens ing  

In d o l la r s  and cents.

Mr. Personett sa id  most o f  the cut here again was due to 

new posit ions  that were denied. Also the Miracode Microfilm  

which would have allowed the Department to maintain the ir  

records with very l im ited  space was denied.

The Inter-Agency Charges to D iv is ion  o f  Technical Services  

was to have been fo r  the Cadet Train ing Program, Mr. 

Personett sa id .

The meeting was adjourned at 11:30 a.m.

#
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Present: A l l  members were present with the exception o f  Mr. Borer  

who was excused. Also present were Commissioner Personett  

and Captain Nelson o f  the Department o f  Public  Safety .  

Chairman B i l l  Ray sa id  the committee would continue 

th e i r  review o f  the Publ ic  Safety budget beginning at the 

point they l e f t  o f f  yesterday.

Mr. Ray noted an increase o f  $23,500 in Personal Services  

Mr. Personett sa id  there were two new posit ions  -  a rad io  

dispatcher in Ketchikan and one in Juneau, and the res t  

o f  the increase is  fo r  regu la r  sa la ry  increases .  Mr. Ray 

asked what the posit ions they were denied were f o r ,  and Mr. 

Personett said one was a corpora l  in Enforcement Services  

who would be used fo r  f i e l d  superv is ion .  At the present  

time there is  only one corpora l in the f i e l d  in Enforcement 

Serv ices .  With the trooper or corporal they had requested  

one would have been used as an inves t iga to r  in addit ion  

to his supervisory dut ies .  Mr. Ray asked i f  this  ju s t  

meant a strengthening o f  the en t ire  southeastern program 

and Mr. Personett sa id  yes. He sa id  this  is  the same 

s i tua t ion  with the sergeant and trooper fo r  Hoonah. Mr.

Ray indicated that he wanted to be reminded to go into  

the subject  o f  the Hoonah trooper at a l a t e r  date.

Mr. Croft  commented that Anchorage had changed the i r  

ru les  perta in ing  to serv ing  summons, e tce te ra ,  30 that 

pr ivate  processors could se rve ,  and he asked i f  this had 

helped the Department as f a r  as Jud ic ia l  serv ices  go.

Mr. Personett rep l ied  that i t  had, but that

HOUSE FINANCE COMMITTEE
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pr ivate  processors have been held up by the question of  

bonding. He sa id  that a combination o f  the court and 

pr ivate  processing serv ices  could do the Job at less  cost 

than AST. Many times, he continued, a trooper spends 

the day in court with a p r isoner  and so is  kept from 

other kinds o f  work. Answering a question by Mr. C ro ft ,

Mr. Personett sa id  they do put th e i r  troopers through 

t ra in ing  in j u d i c i a l  s e rv ic e s ,  and would continue to do 

so as he fe e ls  that even i f  they are re l ie ved  o f  serv ing  

process in most instances that in criminal proceedings  

they should continue to do so. I l l u s t r a t i n g  the number 

o f  troopers occupied each day by j u d i c i a l  se rv ice s ,  Mr. 

Personett o f fe red  the fo l low ing  breakdown:

12 troopers serv ing  process ,  6 act ing  as b a i l i f f s ,  and 

3 in court as witnesses . He pointed out that r e leas ing  

the 18 troopers who were serv ing  process and being b a i l i f f s  

would su b s tan t ia l ly  increase the number performing the 

other duties currently  going undone or p a r t i a l l y  done, 

so fewer new pos it ions  would be required . Mr. Ray asked 

to be reminded to go fu rther  into the subject  o f  the 

Juneau metropolitan area at a l a t e r  date. Mr. Ray said  

that there have never been enough o f f i c e r s  to meet the 

needs outside tne c ity  o f  Juneau. He said that the highway 

between Juneau and the A irport  i s  one o f  the most highly  

trave led  in the s ta te .  Mr. Croft sa id  they have a s im i la r  

problem in Anchorage, and are considering whether they want 

to become a metropolitan po l ice  force .  Mr. Personett 3aid



he thinks the time has come that a dec is ion  has to be made 

by the Leg is la tu re  as to whether the Troopers are going to 

be expanded 100? or 200% to perform a l l  o f  the 

r e s p o n s i b i l i t i e s  they now have or they should return to 

doing ju st  the functions they were o r i g in a l l y  intended  

to do. He sa id  that in the l a s t  ten years the suburban 

or metropolitan areas have grown tremendously. By 

any formula they can come up with (square m iles ,  population  

number o f  crimes) they have t r i e d  to determine where 

troopers are most needed. He sa id  that the lower  

Kuskokwim area should have seven or eight troopers ,  

and they have two. The same holds true fo r  the Yukon 

River area and almost a l l  o f  the southeastern ru ra l  area.

At the same time while they are not overloaded in  the 

suburban areas ,  they do have a g reater  percentage o f  troope: 

than the ru ra l  areas do. He said  that the Department 

must decide i f  they are going to become a metropolitan  

po l ice  department such as in Anchorage. Another 

problem is  going to a r ise  i f  the Greater Juneau Borough

decides to un i fy ,  i f  they decide they w i l l  want to contract  

witii the State Troopers, and i f  the same thing happens 

in the Fairbanks area. He said  the State Troopers was 

set up as a ru ra l  protection d iv is io n .  He re i te ra ted  

that a decision must be made about the functions they 

are going to perform. Mr. Ray inquired about the native  

constabulary. Mr. Personett sa id  they have not given  

up. He said  they had o r i g in a l l y  f e l t  that under MDTA this  

might work or under the new careers program. However,



under e i th e r  o f  these programs he s a id ,  they would be 

trained and sent back to the v i l l a g e s  which could a f fo rd  

to pay them only $50 a month or so ,  and that i s  ju s t  not 

enough fo r  them to l i v e  on so they would have to take 

other jo b s .  He sa id  that he has expressed the f e e l in g  

when asked why some o f  the people that did not meet 

standards fo r  the Troopers cou ldn 't  be made troopers and 

sent into the v i l l a g e s  that the Troopers do not have 

second c lass  troopers .  Mr. Ray asked i f  they found any 

deep seated so c ia l  or ethnic problems in the v i l l a g e s .

He expressed the f e e l in g  that i t  would pose problems.

Mr. Personett made the comment that i f  an Indian from one 

o f  the v i l l a g e s  became a trooper he would not be required  

to return to that v i l l a g e  or any other v i l l a g e .

Mr. Ray noted a $2,000 increase.  Mr. Personett sa id  

i t  was a graduated increase in t r a v e l .  Mr. Croft  asked 

i f  there had been a cost analys is  on what might happen 

i f  the troopers had th e i r  own planes or boats .  Mr. 

Personett sa id  they have made studies along this l ine  

and decided that i f  they did they would p re fe r  to contract  

with someone at le a s t  i n i t i a l l y  rather  than buy th e i r  own. 

Mr. Croft  requested that a cost ana lys is  on that basis  

be furnished. The question o f  troopers using the i r  own 

planes was discussed, but Mr. Personett explained that 

due to insurance problems this  is  not permitted. In answer 

to a question by Mr. Hohman, Mr. Personett sa id  that i f  

they had planes in the department, they do have p i lo t s  who 

are troopers .  He mentioned that the reason they are going
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to take such care as f a r  as gett ing  into owning 

th e i r  own p lanes ,  boats ,  e tce te ra ,  i s  because i t  has 

worked so poorly fo r  Fish and Game. Mr. Sackett mentioned 

that he has heard many complaints about the lack o f  equip­

ment fo r  troopers in ou t ly ing  areas .  Mr. Personett said  

they are lacking equipment and th is  was the reason fo r  

the request they made in that area.

There i s  an increase o f  $3,000 in contractual se rv ices  due 

to a r e s h u f f l in g  o f  systems, Mr. Personett sa id .

He sa id  that the add it iona l  they had requested was in case 

they had to move from the Cap ito l  Bu i ld ing  and was in 

ant ic ipat ion  o f  t h i s ,  so that they would not need a 

supplemental.

Mr. Nelson explained that the p ro fe ss ion a l  & s c i e n t i f i c  

supplies request they had made was fo r  ammunition fo r  

t ra in in g ,  photographic equ pment, equipment such as 

narcotics k i t s ,  and small items o f  supplies  extended over  

the course o f  a year. He sa id  they f igu re  supp lies  per  

trooper per year at $200. There was a b r i e f  d iscussion  

on the t roopers '  uniforms, and Mr. Personett sa id  they are 

t ry ing  out perma-press uniforms to see how they work out. 

They were given a $500 increase ,  with $34,500 cut out 

of  th e i r  request. Mr. Personett sa id  this  was the patro l  

boats that were cut out. Mr. Ray asked how much i t  would 

cost to put the pa tro l  boats into operation fo r  a f u l l  

s ix  months. Mr. Personett sa id  the b iggest  cost would be 

the o r i g in a l  purchase. He sa id  a lso  that they have been 

to ld the boat3 they requested in the budget were not b ig
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enough. Mr. Personett was asked why a equipment pool  

cou ldn 't  be made up and he sa id  the Department would 

have to be able to put something into I t  f i r s t .

The $10,500 cut here was fo r  trooper G a in in g  at the 

academy, to be paid to Technical Serv ices .  Mr.

Ray requested that this be brought to his attention  l a t e r .  

The committee recessed fo r  20 minutes at 9:50. Mr. Ray 

requested Mr. Haugen to take the Chair at that time.

A fte r  Recess 
10:10 a.m.

Mr. Croft noted that i f  the 5 new pos it ions  that were 

granted were a l l  placed in Anchorage i t  would mean le ss  

than one person per s h i f t .  Mr. Personett sa id  that i t  

takes 6 men to put one in the f i e l d .  He said that they 

got fewer new posit ions  than they had wanted. Mr. Croft  

askad i f  the criminal laboratory  had been cut out o f  

the budget, and Mr. Personett sa id  i t  had been eliminated  

but that i t  is In the i r  p r io r i t y  program. (Upon request  

Mr. Personett agreed to leave the i r  p r i o r i t i e s  budget with 

the committee for  a while.) Mr. Personett said  that 

according to the i r  studies i t  would be more f e a s ib l e  to 

enter into a contract with an e x is t in g  laboratory  than 

have the i r  own. He said  that having a laboratory would 

d e f in i t e ly  Improve the c a l i b e r  o f  law enforcement.

Mr. Croft  asked I f  the increase granted would provide  

fo r  any highway patro l  in the Anchorage area. Mr.
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Personett sa id  i f  they were a l l  put in the Anchorage 

area i t  would provide fo r  highway pa t ro l .  Mr. Croft  

asked I f  they could assig.:  a l l  f i v e  outside o f  Anchorage 

and Mr. Personett sa id  yes. Mr. Croft  asked i f  there 

was any way they could use add it iona l  equipment instead  

o f  troopers -  l ik e  a plane fo r  highway p a t ro l .  Mr.

Personett sa id  yes ,  i t  would make a savings on the number 

o f  troopers needed.

No questions.

Mr. Nelson said  the b iggest  increase requested was in 

rents and u t i l i t i e s  anticipating; new quarters fo r  the 

department in the Anchorage a* .* They have outgrown the ir  

present headquarters. Also there is  an increase in  

equipment renta l  due to increased use of  motor vehic les  

plus there i s  a request in this  budget fo r  funds to try  

fo r  the f i r s t  time a i r  t r a f f i c  pa tro l  in the Anchorage area.  

No questions.

The Department requested $107,800 fo r  boats ,  snowmobiles, 

t r a i l e r ,  guns and other necessary equipment fo r  the troopers,  

Mr. Personett explained.

No questions.

Mr. Sackett noted that in Personal Services they had been 

cut out o f  a l l  requested new pos it ions  except a radio  

dispatcher. In response to q u e s t io n in ’* 1 y Mr. Bradner,

Mr. Personett sa id  that rather tnan cover v i l l a g e s  from 

large, population centers ,  they hope to put troopers in 

small v i l l a g e s  in the out ly ing  areas to act as roving
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pat ro ls .

No questions.

They were allowed $178,300 in Contractual S erv ices ,  and 

had requested $214,500, Mr. Haugen noted.

No questions.

No questions.

Mr. Haugen explained ASHA renta ls  fo r  Mr. C ro f t ' s  bene f i t .

Mr. Personett sa id  the D iv is ion  o f  F ire  Prevention i s  

more an assistance organizat ion  than actual prevention  

organ izat ion .  They do have d irec t  r e s p o n s i b i l i t i e s ,  

though, he said and l i s t e d  some o f  them as: inspecting  

state  b u i ld in g s ,  enforc ing  f i r e  safety  code outside o f  

m unic ipa l i t ie s ,  backing up m unic ipa l i t ies  who request  

then to, and handling t ra in ing  programs for  volunteer  

f i r e  departments. In this budget they had requested one 

f i r e  t ra in ing  o f f i c e r  who would actua l ly  do the t ra in ing  

for  the f i r e  prevention people using the Academy.

To show ‘now badly the f i r e  prevention t ra in ing  program 

has been working, though, he pointed out that the 

Fire Fighters and Fire  Chiefs aasociat ions have requested  

a b i l l  to be introduced to put the f i r e  t ra in ing  o f f i c e  

in vocational education, since the Public Safety Department 

hasn 't  had funds to carry i t  out proper ly .  Mr. Croft  

asked i f  Mr. Personett nad f igures  on the number o f  arso*. 

cases in court per year ,  and Mr. Personett said there 

are extremely few because they are not invest igated .
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Travel The add it iona l  here was fo r  add it iona l  money fo r

in v e s t i g a t io n s .

There were no further  questions on f i r e  prevention.

Mr. Haugen thanked the commissioner and Captain Nelson 

and they l e f t  at this  po int .  Mr. Ray returned b r i e f l y  

and then l e f t  again.

HB 69 Mr. Sackett moved and asked unanimous consent that

HOUSE BILL 69 (claims a r i s in g  in p r io r  years )  be brought 

up fo r  committee action. There being no ob jec t ion ,

Messrs. Sackett and Hohman explained the reasons fo r  

the b i l l  to the committee (information in  b i l l  f i l e )  and 

Mr. Sackett moved and asked unanimous consent that the 

b i l l  be passed out o f  committee with a do pass recommenda­

tion. There being no ob ject ion  i t  was so ordered.  

Adjournment: The meeting was adjourned at 11:40 a.m.
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All members. Mr. Thomas Moore, Commissioner, Department of 
Labor; Ernie Lahn, Alaska State Employees Association; and 
Eddie Isenson, were also present.
Mr. Ray assigned the following bills:
HOUSE BILL NO. k6 (Workmen's compensation) —  Mr. Bradner
HOUSE BILL NO. 59 (Alaska State Housing Authority) —  Mr. Haugen
HOUSE BILL NO. 67 (Supplement, Department o f  Law) -- Mr. Croft
HOUSE BILL NO. 71 (Supplement, Department of Education)-Mr.Sackett
HOUSE BILL NO. 94 (Repeal of school tax) —  Mr. Borer 
Mr. Ray requested that the committee extend some e f f o r t  on 
these bills to avoid a big stack o f  bills toward the end o f  the 
session .

Mr. Moore stated that Enforcement o f  Labor Laws Includes  

Administration; Labor Laws Enforcement, Workmen’ s Compensation; 

the Governor's Committee on Employment o f  the Handicapped, and 

the Employment Advisory Committee. Mr. Moore continued the 

discussion  with a b r i e f  summary o f  the in d u s t r ia l  sa fe ty  program 

and workmen's compensation hearings.

Administration

Personal  
S e rv ice s :

T r a v e l :

Mr. Ray commented on the decrease of  $500 in personal services  

under administration and th is  was due to the t ran s fe r  o f  a 

Secretary  I  to Employment Advisory.

Mr. Ray asked i f  the increase of  $2,000 f o r  t ra v e l  shows increase  

o f  t ransportat ion  costs within the state  and per diem due to

%
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C o n t r a c t u a l

S e r v i c e s :

Wn
I

I n t e r -  

g e n c y  

c e i p t s

C o n t r a c t u a l

S e r v i c e s

( c o n t ' d )

I n c r e a s e d  a c t i v i t y  o n  t h e  N o r t h  S l o p e .  M r .  M o o r e  s a i d  p a r t  o f  

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

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

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

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

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

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

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

p r o d u c t i v e .

M r .  R a y  a s k e d  t h e  r e a s o n  f o r  t h e  $ 1 , 7 0 0  i n c r e a s e  i n  c o m m u n i c a t i o n s  

( 3 1 0 ) .  M r .  M o o r e  s t a t e d  t h a t  t h e y  h a d  a  g e n e r a l  i n c r e a s e  i n  

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

M r .  B o r e r  r e f e r r e d  t o  t h e  in te r -a gen cy  rece ipts  and Mr. M o o r e  

s t a t e d  h e  t h o u g h t  t h a t  t h e  $ 25,000 r e f e r r e d  t o  w a s  o n  t h e  s e c o n d  

in ju ry  f u n d  b u t  t h a t  h e  w o u l d  c h e c k  on th is .

M r .  R a y  s t a t e d  t h a t  h e  a s s u m e d  t h e  p r i n t i n g  a n d  a d v e r t i s e m e n t  

( 3 2 0 )  i n c r e a s e  w a s  f o r  p r i n t i n g  f o r m s  a n d  M r .  M o o r e  s t a t e d  

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

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

y e a r s .  I n  a n s w e r  t o  M r .  R a y ' s  q u e s t i o n  o n  r e n t s  a n d  u t i l i t i e s  

( 3 3 0 )  M r .  M o o r e  s t a t e d  t h e  i n c r e a s e  w a s  d u e  t o  t h e  f a c t  t h a t  

t h e y  w o u l d  b e  n e g o t i a t i n g  a  n e w  l e a s e .  He s t a t e d  t h e  o l d  

l e a s e  w o u l d  r u n  o u t  b y  t h e  e n d  o f  t h e  y e a r .  H e  a d d e d  t h e y  w e r e  

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

c o s t s  i n  t h i s  a r e a .

I
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