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Department of Revenue
Administrative Services Division
Fiscal Note Analysis
HB 246
5/13/87

Assumptions:

1. The bill will take effect for the 1988 permanent fund dividend year and
application.

2. There are 15 other bills which, 1f signed Into law, would result 1n
approximately 12 check-off"s on the 1988 dividend application, seven of
which are Included 1n this bill. This fiscal note, and all related fiscal
notes, 1s prepared on the assumption that the subject bill 1s the only
bill of this nature which will become law. The passage of multiple bills
with varying formulas ($5, half of dividend, all or part of dividend,
etc.) will Inevitably have a compounding effect. Whereas there may be
savings 1n some areas, there will be Increased costs 1n others.

3. All FY88 costs of administering this law will be borne by the general
fund, of which the special dividend contribution account 1s an account.
All costs for FY09 and beyond will be borne by the special dividend
contribution account, as appropriated by the legislature.

ZL The Incremental cost of computer resources will result 1n a chargeback by
the Department of Administration.

5. Whereas the cost of programming changes will be a one-time cost, the cost
of document review, data capture, data processing chargeback, and the
extra page 1n the dividend application will be continuing.

6. Contributions will only be honored to the extent of available funds.
Garnishments and assignments will take precedence 1n the order established
by statute. Contributions will then be honored 1n the order listed on the
form schedule, which will be 1n the order they become law. It would be
preferable for the legislature to resolve the question of priority of the
check-off"s, vla-a-vls other check-off"s, and other assignments.

7. The Department of Revenue will determine qualifying political parties 1n
cooperation with the Division of Elections and will 11st the qualifying

parties by name 1n the PFD booklet. -

8. It 1s assumed that each applicant will <contribute to only one political
party.

9. In an attempt to more accurately measure the fiscal Impact of multiple
check-offs, tha department has conducted live tests on 900 actual 1987 PFD
applications. The applications were first processed routinely, and then a
modified version of the same applications, showing simulated choices
between potential check-offs, was processed by the same staff. The

simulated choices were based on the following percentages derived from the
United Way of Alaska.

Page 2 of 4



# Options Selected %

1 67
2 15
3 7
4 6
5 2.5
6 2.5

Based on this controlled test, two Important things were disclosed:

1) The Impact on data entry was minimal.
2) The Impact on the review and verification functions 1s dramatic,

resulting 1n an Increase of 145%/..

The results of this test have been applied to the expected total
applications (520,000), resulting 1n the revised fiscal note.

The request for an analyst/programmer has been reduced from 5-1/2 to 3
months based on extensive discussions with the Data Processing Manager.

Program Summary:

The provision of 7 new contribution decisions on the dividend application will
cause additional administrative cost 1n several areas:

a) An additional page added to each booklet, a schedule of contribution
decisions.

b) The computer system will need to be changed to account for the
changes 1n the program, to establish new accounting controls and to
provide for the transfer of funds to the dividend contribution
account, and those to the various agencies/entitles.

c) Each of approximately 540,000 PFD applications will need to be
visually reviewed and coded as to decision on the contribution

decisions. Each application will be data captured and verified with
additional attention and keystrokes expended on each positive
decision.

1. Positions

1 PPT Analyst/Programmer V, R21,
@ $5,638.47/Mo Including salary
and benefits for 3 months = $16.9

PCN 04-1125 would be funded for
an additional 3 months.

Ongoing maintenance of new
programs would be accomplished
by existing staff.
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a)
b)

c)
d)

6 PPT Document Processor 1, R7,
@ $2,117.76/Ho each for 3 mcnths=

These positions would assist 1n
the manual review and coding of
540,000 applications for the new
contribution decisions. These
positions represent the equivalent
of the additional time and effort.

1 PPT Data Processing Clerk 1, R8,
@ $2,221.64/Ho each Including
salary and benefits for 1/2
month =
TOTAL Personal Services

Other Expenditures:

Travel; None

Contractual:

Data Processing Chargeback =

Additional page 1n booklet
TOTAL Contractual
Supplies:

Equipment: None

TOTAL FY88 COST
TOTAL FY89+ COST

Computations: N/A.

Economic Impact: N/A.

Impact on Local Government: N/A.

Suggested Amendments: None.

Attachments: None.
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Original sponsors: Boyer, Brown and Taylor

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 246 (Finance)
IN THE LEGISLATURE OF THE STATEOF ALASKA
FIFTEENTH LEGISLATURE - FIRSTSESSION

A BILL

For an Act entitled: "An Act relating to contributions from permanent fund

BE

dividends; and providing for an effective date."

ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

Section 1. AS 43.23 is amended by adding anew section to read:

Sec. 43.23.016. CONTRIBUTIONS FROM DIVIDENDS. (a) The depart-
ment shall prepare the permanent fund dividend application to allow an
applicant to direct that money be subtracted from the dividend check
and contributed to one or more of the following:

(1) the treasurer or central committee of the political
party designated by the applicant;

(2) the official organizing committee for the Arctic Winter
Games;

(3) the Alaska Public Broadcasting Commission;

(4) the Alaska State Council on the Arts;

(5) thecommunity schools grant fund (AS 14.36.020);

(6) the state coordinating organization for United Way;

(7) the official organizing committee for the World Eskimo-
Indian Olympics;

(8) Alaska Voluntary Health Agencies, Inc.

(b) The entities to which an applicant mayelectto make contri-
butions from a dividend under this section or other provisions of law
shall be listed in random order on the permanentfund dividend appli-

cation and the order shall be changed each year.If the total amount
of contributions elected by an applicant exceeds the value of the

-1 - CSHB 246(Fin)



permanent fund dividend, the smallest contribution shall be deducted
from the dividend first and the others deducted in ascending order
based on the amount of each contribution until the entire dividend is
allocated for contributions.

(c) The amount of each contribution to an entity selected by a
person under (a) of this section is $10. Contributions shall be
deposited by the department in a special dividend contribution trust
account and allocated to each entity listed under (a) of this section
in accordance with the contribution directions except that the depart-
ment shall use money in the account to pay administrative costs in-
curred under this section.

(d) In (a)(1) of this section, "political party" means an or-
ganized group of voters that represents a political program and that
nominated a candidate for governor who received at least three percent
of the total votes cast at the preceding general election for gover-
nor.

* Sec. 2. This Act takes effect July 1, 1987.

CSHB 246(Fin) 2-
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MEMORANDUM

Reprentative Fran Ulmer,Chair..
House State Affairs Committee

Committee Members

Mz Representative Mark
JECT : HB 246, an Act relating to contributions fro
permanent fund dividends
E: April 13, 1987
In 1985, the Legislature established the Alaska
mpics Account and provided for the deduction of

lar donation to the fund from permanent fund divi
ns of a "check-off"™ * on the dividend application
lic response to the program has been very support
account received over $833,000 from dividend cont

1986 . The Anchorage Organizing Committee for the
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Winter

mpics expects to generate $1.8 million in 1987 and has

duced a television spot designed to capture the a

all those receiving a dividend application and fo

ttention

cus that

ention on the small b o x in the right hand bottonm corner of

application.

The success of the Alaska Winter Olympics accoun

t has not

n lost on proponents of other causes faced with severely

uced funding due to our current revenue crisis.

Several

Is have been introduced establishing accounts similar to
Winter Olympics account and providing for check-off of
tributions from the permanent fund dividend. At last
nt, the number of entities proposed for permanent fund
tributions was fourteen, requiring a corresponding number

statute amendments.

H B 246 would provide a single statutory vehicle for

omodating seven potential contribution recipients, and

Ild be easily amended to include others deemed wort

mittee or future legislatures. The bill would

hy by the

also



increase the contribution amount to $10, in recognition of the
increased need of the programs involved and the likelihood of
a smaller number of check-offs for each program than may have
been anticipated, given the plethora of check-off options
likely to be included.

The bill allows the Department of Revenue to use money
which accrues to each account to pay the administrative costs
of the program. The dividend check-off will increase the

costs of administering the permanent fund dividend, and this
cost should not be borne by the dividend account, since this
would, in effect, reduce every individual's dividend, whether
they elected to check a contibution or not.

It is my hope that this legislature does not concern
itself with the relative merits or demerits of the check-off
system as a means of raising revenue. « The Olympics battle
should have put that issue to rest. My hope is that the
Legislature will focus its attention on the specific check-off
proposals and will decide those entities or causes which have
the political support of our membership to be included. I
might suggest that a letter of intent or statutory language be
drafted to require a review of the various options on a

periodic basis. Those which continue to serve legitimate
functions and continue to enjoy strong political support will
survive, others will disappear.

With specific reference to the items chosen for inclusion
in HB 246, | have merely chosen a point in time for selection
of items to be in the bill. My original interest was in
providing additional funding for United Way organizations, the
Alaska State Council on the Arts, and the Alaska Public
Broadcasting Commission. With regard to the United Way, this
is merely an opportunity to secure new funding. However, the

Arts Council, and public broadcasting, face serious

reductions and perhaps total elimination in this and future
budgets. This funding source may only at first supplement
their budgets. In the future, it may well be their single
largest funding source. It is my hope that you and your
committee will support my interest in and efforts toward

finding alternative methods of funding these programs.
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I'N THE HOUSE TAYLOR
HOUSE B ILL NO. 246
I'N THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BIlLL
For an Act entitled "An Act relating to contributions from permanent fund
dividends,; and providing for an effective date."
B E I'T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43 .23 is amended by adding a new section to read:

Sec 43.23.016 CONTRIBUTIONS FROM DIVIDENDS. (a) The depart-
ment shall prepare the permanent fund dividend application to allow an
applicant to direct that money be subtracted from the dividend check
and contributed to one or more o f the following:

(1) the treasurer or central committee of the political
party designated by the applicant;

(2) the official organizing committee for the Arctic W inter
Games;

(3) the A laska Public Broadcasting Commission;

(4) the Alaska State Council on the Arts;

(5) the community schools grant fund (AS 14.36.020);

(6) the state coordinating organization for United Way;

(7) the official organizing committee for the W orld Eskimo -
Indian Olympics.

(b) The amount o f each contribution to an organization or
selected by a person under (a) o f this section is $10 Contributions
shall be deposited in a special dividend contribution account in the
general fund and allocated to each organization or fund listed under
(a) o f this section in accordance w ith h e contribution directions
except that the department shall use money in the account to pay

HB0246A -1- HB 246

4/3/87

State Affairs

BY BOYER,

5-0945A

BROWN AND

fund



administrative costs incurred under this section.

(c) In (a)(1l) of this section, "political party”™ means an
ganized group of voters that represents a political program and that
nominated a candidate for governor who received at least three percent
of the total votes cast at the preceding general election for gover-
nor.

* Sec. 2. This Act takes effect July 1, 1987.
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