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Introduced. 1/19/78
Referred: State Affairs and
Finance

I N  T H E  H O U S E  B Y  T H E  S T A T E  A F F A I R S  C O M M IT T E E

H O U S E  B I L L  N O .  6 5 8  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N  

A  B I L L

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

D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s . "

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

*  S e c t i o n  1 .  A S  3 5 . 1 5 . 0 1 0  i r  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( b )  C o n s t r u c t i o n  p e r f o r m e d  b y  t h e  d e p a r t m e n t  u n d e r  ( a )  o f  t h i s  

s e c t i o n  w h i c h  h a s  a n  e s t i m a t e d  c o s t  e x c e e d i n g  $ 5 0 , 0 0 0  m a y  n o t  b e  o r d e r e d  

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

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

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

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

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

n a t i o n .  T h e  d e t e r m i n a t i o n s  a n d  f i n d i n g "  s h a l l  b e  m a i n t a i n e d  a s  a  

p e r m a n e n t  r e c o r d  o f  t h e  d e p a r t m e n t .

#  -1- HB 658
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I N  T H E  H O U S E  B Y  T H E  S T A T E  A F F A I R S  C O M M IT T E E

C S  F O R  H O U S E  B I L L  N O .  6 5 8  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N  

A  B I L L

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

D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s . "

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

*  S e c t i o n  1 .  A S  1 9 . 1 0 . 1 7 0  i s  a m e n d e d  t o  r e a d :

S e c .  1 9 . 1 0 . 1 7 0 .  C O N S T R U C T IO N  B Y  D E P A R T M E N T .  E x c e p t  a s  p r o v i d e d  i n  

A S  4 4 . 3 3 . 3 0 0 ,  i t  s h a l l  b e  t h e  g e n e r a l  p o l i c y  o f  t h e  d e p a r t m e n t  t o  r e ­

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

s u b j e c t  t o  t h e  p r o v i s i o n s  o f  ( b )  o f  c h i s  s e c t i o n ,  w h e n  t h e  e s t i m a t e d  c o s t  

o f  a  c o n s t r u c t i o n  p r o j e c t  i s  l e s s  t h a n  $ 1 0 0 , 0 0 0  [ $ 2 0 , 0 0 0 ]  o r  w h e n  i t  

a p p e a r s  t o  b e  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e ,  t h e  d e p a r t m e n t  m a y  

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

*  S e c .  2 .  A S  1 9 . 1 0 . 1 7 0  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

( b )  C o n s t r u c t i o n  o r  p r o f e s s i o n a l  s e r v i c e s  i n  c o n n e c t i o n  w i t h  t h e  

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

s e c t i o n  w h i c h  h a s  a n  e s t i m a t e d  c o 9 t  e x c e e d i n g  $ 1 0 , 0 0 0  m a y  n o t  b e  c o m ­

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

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

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

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

a n d  c i r c u m s t a n c e s  t o  c l e a r l y  j u s t i f y  t h e  d e t e r m i n a t i o n .  T h e  d e t e r m i n a -  
►

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

d e p a r t m e n t .

( c )  I n  t h i s  s e c t i o n ,  " p r o f e s s i o n a l  s e r v i c e s "  m e a n s  a r c h i t e c t u r a l ,  

e n g i n e e r i n g ,  o r  l a n d  s u r v e y i n g  s e r v i c e s .

- 1 -  C S H B  6 5 8
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S e c .  1 9 . 1 0 . 1 9 0 .  A D V E R T I S E M E N T ,  B I D S ,  C O N T R A C T S ,  A N D  I N F O R M A L  B I D S .  

E x c e p t  a s  p r o v i d e d  i n  A S  4 4  3 3 . 3 0 0 ,  w h e n  t h e  e s t i m a t e d  c o s t  o f  a n y  

c o n s t r u c t i o n  e x c e e d s  $ 1 0 0 , 0 0 0  [ $ 2 0 , 0 0 0 ] ,  t h e  d e p a r t m e n t  s h a l l ,  e x c e p t  a s  

p r o v i d e d  i n  s e c .  1 7 0 ( a )  o f  t h i s  c h a p t e r ,  p r o c e e d  t o  a d v e r t i s e ,  r e q u e s t  

b i d s ,  a n d  a w a r d  t h e  c o n t r a c t  i n  t h e  m a n n e r  p r o v i d e d  i n  s e c s .  2 0 0  a n d  2 1 0  

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

s u m  l e s s  t h a n  $ 1 0 0 , 0 0 0  [ $ 2 0 , 0 0 0 ] ,  i t  s h a l l  b e  d i s c r e t i o n a r y  w i t h  t h e  

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

a c c o r d a n c e  w i t h  s e c s .  2 0 0  a n d  2 1 0  o f  t h i s  c h a p t e r .  I n  a l l  e v e n t s  t h e  

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

b e  r e q u e s t e d  c o n v e n i e n t l y .

S e c .  4 .  A S  3 5 . 1 5 . 0 1 0  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

( b )  C o n s t r u c t i o n  o r  p r o f e s s i o n a l  s e r v i c e s  i n  c o n n e c t i o n  w i t h  t h e  

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

t h i s  s e c t i o n  w h i c h  h a s  a n  e s t i m a t e d  c o s t  e x c e e d i n g  $ 1 0 , 0 0 0  m ay  n o t  b e  

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

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

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

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

a n d  c i r c u m s t a n c e s  t o  c l e a r l y  j u s t i f y  t h e  d e t e r m i n a t i o n .  T h e  d e t e r m i n a ­

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

d e p a r t m e n t .

( c )  I n  t h i s  s e c t i o n ,  " p r o f e s s i o n a l  s e r v i c e s "  m e a n s  a r c h i t e c t u r a l ,  

e n g i n e e r i n g ,  o r  l a n d  s u r v e y i n g  s e r v i c e s .

Sec. 3. AS 19.10.190 Is amended to read:



S U G G E S T E D  A M E N D M E N T S  T O  CS1I3  6 5 8  ( A n  A c t  r e l a t i n g  t o  c o n s t r u c t i o n  p e r f o r m e d  

b y  t h e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s ) .

O n  l i n e  6 ,  p g  1 ,  a d d  ( f o l l o w i n g  c o n s t r u c t i o n )  t h e  w o r d s  " a n d  m a i n t e n a n c e "

O n  l i n e  1 3 ,  p g  1 ,  a d d  com m a f o l l o w i n g  c o n s t r u c t i o n  a n d  t h e  w o r d  " m a i n t e n a n c e ,  

7

O n  P g  2 ,  a d d ,  f o l l o w i n g  ^ ' ' c o n s t r u c t i o n " , t h e  w o r d s  " o r  m a i n t e n q n c e "

O n  l i n e  1 4 ,  p g  2 ,  a d d ,  f o l l o w i n g  " c o n s t r u c t i o n " ,  c o m m a  a n d  " m a i n t e n a n c e , ' 1!?

I n  b o t h  A S  1 9  a n d  3 5  t h e  d e f i n i t i o n  o f  " m a i n t e n a n c e "  i s  c l e a r l y  s  t a t e d  a n d  

n o  o t h e r  a m e n d m e n t s  a r e  n e e d e d .



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

. T E N T H  L E G I S L A T U R E

F I S C A L  N O T E

I . R E Q U E S T
B i l l / R e s o l u t i o n  N o .  H B  N o .  6 5 8 _______________
T i t l e  A n  A c t  R e l a t i n g  t o  C o n s t r u c t i o n  P e r f o r m e d  B y  D O T / p F

>

R e q u e s t e d  b v  L e g i s l a t i v e  F i n a n c e  D i v .  p a t e  * 'e b .  l b ,  1 ^ / B

I I .  F I S C A L  D E T A I L
A g e n c y  A f f e c t e d  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s

P r o g r a m  C a t e g o r y  A f f e c t e d  T r a n s p o r t a t i o n
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d  H ig h w a y s  D e s i g n  a n d  C o n s t r u c t i o n

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l la r s )

F Y  7 7 F Y  7 8 F Y  7 9 F Y  8 0 F Y  81 F Y  8 2

1 0 0  P E R S O N A L  S E R V I C E S

2 0 0  T R A V E L

3 0 0  C O N T R A C T U A L
*

4 0 0  C O M M O D IT I E S

5 0 0  E O U I P M E N T
6 0 0  L A N D  &  S T R U C T U R E S

7 0 0  G R A N T S .  C L A I M S .  E T C .

T O T A L

F U N D I N G  ( T h o u s a n d s  o f  D o l la r s )

G E N E R A L  F U N D
0

F E D E R A L  F U N D S 0
O T H E R  ( S p e c i f y )

•

..

P O S I T I O N S
s>

F U L L  T I M E
0

P A R T  T I M E
0 4 '

T E M P O R A R Y 0

I I I .  A N A L Y S I S  (S e e  F i s c a l  N o t e  P r e p a r a t io n  I n s t r u c t io n s ,  S e c t io n  I I I )  

N o  f i s c a l  im p a c t  a n t i c i p a t e d .

I V .  D A T E

O r ig in a l:  L e g is la t iv e  F in a n c e  

c c :  B u d g e t  a n d  M a n a g e m e n t
P r im e  S p o n s o r  ( F i r s t  L e g is la t o r  N a m e d )

P R E P A R E D  B Y
A G E N C Y  ______
P H O N E  3 6 4 - 2 1 2 1

S t a t e  A f f a i r s  C o m m it t e e

3 3 - 0 0 1  ( R e v .  1 0 / 7 6 )
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T H E  LE G IS L A T U R E  O F  THE STATE  O F  A LA SK A  P a 9 e  1 o f  2
TEN TH  L E G IS L A T U R E

F ISCA L  NOTE

I .  R E Q U E ST
Bil l /Reso lu t ion  N o .  HB 66 0_______________________________________________________________________________
Title Cost o f L iv in g  Allowance Under the TRS____________________________________________________________
Requested by_____________________________________________________________________ Date.__________________________ _

II. F I S C A L  D E T A I L
Agency Affected_________ Administration - Division of Retirement and Benefits

Program Category Affected Retirement and Benefits (TRS)

Budget Request Unit(s) Affected Teachers' Retirement System

E X P E N D IT U R E S  (Thousands o f  Do l la rs )

F Y  78 F Y  79 F Y  80 F Y  81 F Y  82 F Y  S3

100 PERSO N AL SER V IC ES
700 T R A V E L
300 CO N TRACTU A L
400 COMMODITIES
son EQUIPMENT
600 LAND &  STR U C TU R ES
700 G RAN TS. CLA IM S. ETC. 21 .4 23 .5 25 .9 28 .5 31.4100 BENEFITS 4 .9 5 .4 6.0 6.6 7 .3

TO T A L -0- 26 .3 28 .9 31 .9 35.1 38.7

F U N D IN G  (Thousands o f  Do l la rs )

G E N E R A L  F U N D 26 .3 28 .9 31 .9 35.1 38.7
F E D E R A L  FU N D S
O T H E R  (Sncc i fv )

PO S IT IO N S  

F U L L  T IM E

NONE •

PA RT  T IM E
T E M P O R A R Y

I I I .  A N A L Y S IS  (Sec Fiscal Note Preparation Instructions, Section I I I )

1. Estimate FY 79 Covered TRS payroll to be $214,000,000.

2. Estimate future covered payrolls will increase at 10% annually.

3. Increase in combined TRS State Match and employer contribution rate would be .02X.

f d u //A

IV. D A T E ________ 2/06/78____________P R E P A R E D  B Y ___________ Paul B. A r n o ldt------------------------
A G E N C Y __________________Division of Retirement and B enefits

Original: Legislative Finance P H O N E ____________________ 465-44.6 0__

cc: Budget and Management
Prime Sponsor (First Legislator Named) Rules Committee 

Office of the Governor (Keith Specking)
33-001 (Rev. 12/77)



P a g e  2  o f  2

A T T A C H M E N T

ASSUMPTIONS:

B i l l / R e s o l u t i o n  N o .  HB 6 6 0

1.  E s t i m a t e d  FY79 P a y r o l l  ( T o t a l  S y s t e m )
2 .  S t a t e  C o n t r i b u t i o n  R a t e  t o  Fund B i l l
3 .  S t a t e  TRS M a t c h in g  R a t e  t o  Fund B i l l
4 .  S c h o o l  D i s t r i c t  R a t e  t o  Fund B i l l

$ 2 1 4 , 0 0 0 , 0 0 0  
. 0 1  I  
. 0 1  %
. 0 1  %

COST ANALYS IS :

1 .

2 .

E m p loy e r

D e p a r tm e n t  o f  E d u c a t i o n  
U n i v e r s i t y  o f  A l a s k a

P a y r o l l

$ 5 , 8 0 0 , 0 0 0  
$ 4 3 , 5 0 0 , 0 0 0

3 .  S t a t e  TRS M a t c h in g

4 .  S t a t e  TRS R e g u l a r  B u d g e t :
P e r s o n a l  S e r v i c e s  
T r a v e l  
C o n t r a c t u a l  
Equ ipment

COST TO STATE IN FY79

5.  A l l  S c h o o l  D i s t r i c t s  $ 1 6 4 ,7 0 0 ,0 0 0

TOTAL COST IN FY79

X
X

R a t e

. 0 1  % 

. 0 1  %

C o s t A p p r o p r i a t i o n

$ 2 1 4 ,0 0 0 ,0 0 0  X .01  %

$ 530 To T h e i r  B u d g e t
$ 4 ,3 5 0 To T h e i r  B u d ge t
$ 4 , 9 3 0

$2 1 ,4 0 0 To TRS Match

$ - 0 - To P e r s o n a l  S e r v i c e s

$ - 0 - To T r a v e l

$ - 0 - To C o n t r a c t u a l
$ - 0 - To Equ ipment

$ 2 6 ,3 3 0

$ 1 6 ,4 7 0

$ 4 2 ,8 0 0

REMARKS:



i. J v *

J a n u a r y  3 1 ,  1 9 7 8

L e g i s l a t i v e  B o a rd  o f  R e t i r e m e n t  B e n e f i t s  a n a l y s i s  and  r e c o m m e n d a t i o n s  
o n :

House B i l l  No .  660

T h i s  b i l l  i s  b e i n g  r e v i e w e d  t o  d e t e r m i n e  f i s c a l  i m p a c t .  Ho d e t a i l e d  
a n a l y s i s  i s  p o s s i b l e  a t  t h i s  t i m e .  T h e r e f o r e ,  t h e  b o a r d  r e s e r v e s  
j u d g m e n t  u n t i l  more  i n f o r m a t i o n  i s  a v a i l a b l e .



S U M M A R Y  O F  H O U S E  B I L L  N O .  6 6 0
f

■N #•

R e t i r e m e n t  s y s t e m  a f f e c t e d :  J ? E R S

I n c r e a s e s  f r o m  6 0  t o  9 0  d a y s  t h e  p e r i o d  d u r i n g  w h i c h  a  

p e r s o n  r e c e i v i n g  b e n e f i t s  u n d e r  ..B E R S -'' m a y  b e  a b s e n t  f r o m  

A l a s k a  b e f o r e  l o s i n g  h i s  1 0  p e r c e n t  c o s t - o f - l i v i n g  a l l o w a n c e .

P e r m i t s  a  p e r s o n  r e c e i v i n g  b e n e f i t s  t o  r e t a i n  h i s  c o s t - o f -  

l i v i n g  a l l o w a n c e  e v e n  t h o u g h  h e  i s  o u t s i d e  o f  A l a s k a  i f  h i s  

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

l i c e n s e d  p h y s i c i a n  a n d  d o e s  n o t  e x c e e d  s i x  m o n t h s .

A p p l i e s  t o  p e o p l e  r e t i r e d  b e f o r e  t h e  A c t ' s  e f f e c t i v e  d a t e  a s  

w e l l  a s  t o  f u t u r e  r e t i r e e s .

T a k e s  e f f e c t  J u l y  1 ,  1 9 7 8



Introduced: 1/19/78
Referred: H e a l t h,Education &
Social Services and Finance

B Y  T H E  R U L E S  C O M M I T T E E  B Y  
R E Q U E S T  O F  T H E  L E G I S L A T I V E  
C O U N C I L  ( f o r  t h e  I n t e r i m

I N  T H E  H O U S E  C o m m i t t e e  o n  R e t i r e m e n t )

H O U S E  B I L L  N O . 6 6 0  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  c o s t  o f  l i v i n g  a l l o w a n c e  p r o ­

v i d e d  u n d e r  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m ;  a n d  p r o ­

v i d i n g  f o r  a n  e f f e c t i v e  d a t e . ' 1

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

*  S e c t i o n  1 .  A S  1 4 . 2 5 . 1 4 2 ( b )  a n d  ( c )  a r e  a m e n d e d  t o  r e a d :

( b )  A  p e r s o n  r e c e i v i n g  a  c o s t  o f  l i v i n g  a l l o w a n c e  u n d e r  t h i s  s e c ­

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

t h e  s t a t e  f o r  a  c o n t i n u o u s  p e r i o d  t h a t  e x c e e d s  9 0  [ 6 0 ]  d a y s .  A f t e r  t h a t  

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

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

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

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

o f  a  l i c e n s e d  p h y s i c i a n . U p o n  h i s  r e t u r n  t o  t h e  s t a t e ,  a n d  u p o n  n o t i f i ­

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

m o n t h l y  c o s t  o f  l i v i n g  a l l o w a n c e ,  c o m m e n c in g  w i t h  t h e  f i r s t  m o n t h l y  

b e n e f i t  p a y m e n t  m a d e  a f t e r  n o t i f i c a t i o n  o f  t h e  p e r s o n ' s  r e t u r n .

( c )  F o r  p u r p o s e s  o f  t h i s  s e c t i o n ,  " r e s i d i n g  i n  t h e  s t a t e "  m e a n s  

d o m i c i l e d  a n d  p h y s i c a l l y  p r e s e n t  i n  t h e  S t a t e  o f  A l a s k a .  B e i n g  a b s e n t  

f r o m  t h e  s t a t e  f o r  a  c o n t i n u o u s  p e r i o d  o f  9 0  [ 6 0 ]  d a y s  o r  l e s s  o r  s i x  

m o n t h s  o r  l e s s  w h e n  o r d e r e d  b y  a  p h y s i c i a n  d o e s  n o t  c h a n g e  a  p e r s o n ' s  

s t a t u s  a s  " r e s i d i n g  i n  t h e  s t a t e " .

*  S e c .  2 .  P e r s o n s  r e t i r e d  b e f o r e  J u l y  1 ,  1 9 7 8  a r e  e n t i t l e d  t o  r e c e i v e  t h e

i n c r e a s e  i n  b e n e ^ t s  e n a c t e d  i n  s e c .  1 o f  t h i s  A c t .

*  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  J u l y  1 ,  1 9 7 8 .

# - 1 -  H B  6 6 0



L e g i s l a t i v e  Board  o f  R e t i r e m e n t  B e n e f i t s  a n a l y s i s  and r e com m en d a t ion s  
on :

F e b r u a r y  ?A ,  1 9 7 8

House B i l l  No. 660

The  b o a rd  e n d o r s e s  t h e  a t t a c h e d  f i s c a l  n o t e  as  i t s  f i s c a l  a n a l y s i s  
o f  HB 660 .  The f i s c a l  im p a c t  i s  m i n i ma l .

A m a j o r i t y  o f  t h e  b oa rd  recommends t h a t  HB 660 do p a s s ;  two  members 
w e r e  a b s e n t .



S U M M A R Y  O F  H O U S E  B I L L  N O .  6 6 0

R e t i r e m e n t  s y s t e m  a f f e c t e d :  T R S

I n c r e a s e s  f r o m  6 0  t o  9 0  d a y s  t h e  p e r i o d  d u r i n g  w h i c h  a  

p e r s o n  r e c e i v i n g  b e n e f i t s  u n d e r  T R S  m a y  b e  a b s e n t  f r o m  

A l a s k a  b e f o r e  l o s i n g  h i s  1 0  p e r c e n t  c o s t - o f - l i v i n g  a l l o w a n c e .

P e r m i t s  a  p e r s o n  r e c e i v i n g  b e n e f i t s  t o  r e t a i n  h i s  c o s t - o f -  

l i v i n g  a l l o w a n c e  e v e n  t h o u g h  h e  i s  o u t s i d e  o f  A l a s k a  i f  h i s  

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

l i c e n s e d  p h y s i c i a n  a n d  d o e s  n o t  e x c e e d  s i x  m o n t h s .

A p p l i e s  t o  p e o p l e  r e t i r e d  b e f o r e  t h e  A c t ' s  e f f e c t i v e  d a t e  a s  

w e l l  a s  t o  f u t u r e  r e t i r e e s .

T a k e s  e f f e c t  J u l y  1 ,  1 9 7 8



Introduced: 1/19/78
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B Y  T H E  R U L E S  C O M M I T T E E  B Y  
R E Q U E S T  O F  T H E  L E G I S L A T I V E  
C O U N C I L  ( f o r  t h e  I n t e r i m

I N  T H E  H O U S E  C o m m i t t e e  o n  R e t i r e m e n t )

H O U S E  B I L L  N O .  6 6 0  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  c o s t  o f  l i v i n g  a l l o w a n c e  p r o ­

v i d e d  u n d e r  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m ;  a n d  p r o ­

v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

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

*  S e c t i o n  1 .  A S  1 4 . 2 5 . 1 4 2 ( b )  a n d  ( c )  a r e  a m e n d e d  t o  r e a d :

( b )  A  p e r s o n  r e c e i v i n g  a  c o s t  o f  l i v i n g  a l l o w a n c e  u n d e r  t h i s  s e c ­

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

t h e  s t a t e  f o r  a  c o n t i n u o u s  p e r i o d  t h a t  e x c e e d s  9 0  [ 6 0 ]  d a y s .  A f t e r  t h a t  

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

c o s t  o f  l i v i n g  a l l o w a n c e , e x c e p t  t h a t  a  p e r s o n  m ay  b e  a b s e n t  f r o m  t h e  

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

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

o f  a  l i c e n s e d  p h y s i c i a n . U p o n  h i s  r e t u r n  t o  t h e  s t a t e ,  a n d  u p o n  n o t i f i ­

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

m o n t h l y  c o s t  o f  l i v i n g  a l l o w a n c e ,  c o m m e n c in g  w i t h  t h e  f i r s t  m o n t h l y  

b e n e f i t  p a y m e n t  m a d e  a f t e r  n o t i f i c a t i o n  o f  t h e  p e r s o n ' s  r e t u r n .

( c )  F o r  p u r p o s e s  o f  t h i s  s e c t i o n ,  " r e s i d i n g  i n  t h e  s t a t e "  m e a n s  

d o m i c i l e d  a n d  p h y s i c a l l y  p r e s e n t  i n  t h e  S t a t e  o f  A l a s k a .  B e i n g  a b s e n t  

f r o m  t h e  s t a t e  f o r  a  c o n t i n u o u s  p e r i o d  o f  9 0  [ 6 0 ]  d a y s  o r  l e s s  o r  s i x  

m o n t h s  o r  l e s s  w h e n  o r d e r e d  b y  a  p h y s i c i a n  d o e s  n o t  c h a n g e  a  p e r s o n ' s  

s t a t u s  a s  " r e s i d i n g  i n  t h e  s t a t e " .

*  S e c .  2 .  P e r s o n s  r e t i r e d  b e f o r e  J u l y  1 ,  1 9 7 8  a r e  e n t i t l e d  t o  r e c e i v e  t h e

i n c r e a s e  i n  b e n e f i t s  e n a c t e d  i n  s e c .  1 o f  t h i s  A c t .

*  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  J u l y  1 ,  1 9 7 8 .

# - 1 -  H B  6 6 0
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T E N T H  L E G I S L A T U R E

P a g e  1 of 2

R E Q U E S T

Bill/Resolution No.  ________________

Title Cost of Living Allowance Under the TRS

FISCAL N O T E

HB 6 6 0

Requested by_ Date.

II. F I S C A L  D E T A I L  

A s c n c y  Affected A dminis t r a t i o n  - Division of R e t i r e m e n t  and Benefits

Program Category Affected______

Budget Request Unit(s) Affected_

R etirement a nd Benefits ( T R S ]~ 

Teachers' Retirem a n t System

E X P E N D I T U R E S  (Thousands of Dollars)

F Y  78 F Y  79 F Y  80 F Y  81 F Y  82 F Y  83

100 P E R S O N A L  S E R V I C E S
70 0  T R A V E L

300 C O N T R A C T U A L
*

4 0 0  C O M M O D I T I E S

500 E Q U I P M E N T
600 L A N D  &  S T R U C T U R E S

7 0 0  G R A N T S .  C L A I M S .  ETC. 21.4 23.5 25.9 28.5 31 4
100 B E N E F I T S _ 4.9 5.4 6.0 6.6 7.3

F U N D I N G  (Thousands of Dollars)

G E N E R A L  F U N D  ...... . . 26.3 28.9 31.9 35.1 38.7

F E D E R A L  F U N D S

O T H E R  (Specify)

P O S I T I O N S  

F U L L  T I M E

NONE

P A R T  T I M E

T E M P O R A R Y

III. A N A L Y S I S  (Sec Fiscal Note Preparation Instructions, Section III)

1. E s t i m a t e  FY 79 Cov ered TRS payroll to be $214,000,000.

2. E s t i m a t e  future covered payr olls will increase a t  102 annually.

3. I n c rease in combined TRS State Match and e m p l o y e r  c o n t r i b u t i o n  rate wou l d  be .022.

'6 x ///

IV. I)ATI-:___  _ 2/ Q 6 / 7 8 _____________P R E P A R E D  B Y ____________ E§!0.JL-._An»9.!£t_________________________

A G E N C Y  0 A Y.i si o n . _oX. s

Original' Legislative F i n m c c  P H O N E _________ __________ _____________

cc: lUidr.ct and Man: romcnt

I'riino S|'-.»n->or ti ir>t Li-gislator N a m e d )  Rules Cttiraittec _____________________



A T T A C H M E N T

B i l l / R e s o l u t i o n  M o .  HB  6 6 0

ASSUMPTIONS:

1.  E s t i m a t e d  FY79 P a y r o l l  ( T o t a l  S y s t e m )  = $ 2 1 4 , 0 0 0 , 0 0 0
2 .  S t a t e  C o n t r i b u t i o n  R a t e  t o  Fund B i l l  = .01  %
3 .  S t a t e  TRS M a t c h i n g  R a t e  t o  Fund B i l l  = .01  %
4.  S c h o o l  D i s t r i c t  R a t e  t o  Fund B i l l  = . 01 %

COST ANALYS IS :

E m p lo y e r P a y r o l l R a t e C o s t A p p r o p r i a t i o n

1 .  D e p a r tm e n t  o f  E d u c a t i o n
2 .  U n i v e r s i t y  o f  A l a s k a

3.  S t a t e  TRS M a t c h i n g

$ 5 , 8 0 0 , 0 0 0  X .01  %
$ 4 3 , 5 0 0 , 0 0 0  X .01  %

$ 530
$ 4 , 3 5 0  
$“ 4,930"

$ 2 1 4 , 0 0 0 , 0 0 0  X .01  % $ 2 1 , 4 0 0

T o  T h e i r  Budget : 

T o  T h e i r  B u d g e t

T o  TRS Match

4 .  S t a t e  TRS R e g u l a r  B u d g e t :  
P e r s o n a l  S e r v i c e s  
T r a v e l  
C o n t r a c t u a l  
E q u ip m e n t

COST TO STATE IN  FY79

$  - 0 -  

$  - 0 -  

$  - 0 -  

$ - 0 -

$ 2 6 , 3 3 0

T o  P e r s o n a l  S e r v i c e s  
T o  T r a v e l  

T o  C o n t r a c t u a l  
T o  E q u ip m e n t

5.  A l l  S c h o o l  D i s t r i c t s  $ 1 6 4 , 7 0 0 , 0 0 0  X .01  % $ 1 6 , 4 7 0

T O T A L  C O S T  I N  F Y 7 9  $ 4 2 , 8 0 0

R E M A R K S :



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

T E N T H  L E G I S L A T U R E

P a g e  1  o f  2

F I S C A L  N O T E

I. R E Q U E S T
B i l l / R e s o lu t i o n  N o .  H B  6 6 0 _________________________________________________________

T i t l e  C o s t  o f  L i v i n g  A l l o w a n c e  Under  t h e  T R S ________________________________

R e q u e s t e d  b y _____________________________________________________________________________ D a te

II . F I S C A L  D E T A I L
A g e n c y  A f f e c t e d ___________ A d m i n i s t r a t i o n  -  D i v i s i o n  o f  R e t i r e m e n t  and B e n e f i t s
P r o g r a m  C a t e g o r y  A f f e c t e d  R e t i r e m e n t  and B e n e f i t s  ( T R S )  ~
B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d  T e a c h e r s '  R e t i r e m e n t  Sys tem

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l la r s )

F Y  78 F Y  79 F Y  80 F Y  81 F Y  82 F Y  83

100 P E R S O N A L  SE R V IC E S
?,oo T R A V E L

300 C O N T R A C T U A L
400 C O M M O D IT IE S
500 E O U IP M E N T
600 L A N D  &  S T R U C T U R E S
700 G R A N T S .  C L A IM S ,  ETC. 2 1 .4 2 3 .5 2 5 . 9 2 8 . 5 31 .4
100 BENEFITS 4 . 9 5 .4 6 . 0 6 . 6 7 3

T O T A L - 0 - 2 6 . 3 2 8 . 9 3 1 . 9 3 5 .1 3 8 .7

F U N D I N G  ( T h o u s a n d s  o f  D o l la r s )

G E N E R A L  F U N D 2 6 .3 2 8 .9 3 1 . 9 35 .1 3 8 . 7

F E D E R A L  F U N D S

O T H E R  ( S p e c i f y )

POSITIONS NONE

F U L L  T I M E

P A R T  T I M E

T E M P O R A R Y

II I .  A N A L Y S I S  (S e e  F is c a l  N o t e  P r e p a r a t io n  I n s t r u c t io n s ,  S e c t io n  I I I )

1. E s t i m a t e  FY 79 C o v e r e d  TRS p a y r o l l  t o  be  $ 2 1 4 ,0 0 0 ,0 0 0 .

2.  E s t i m a t e  f u t u r e  c o v e r e d  p a y r o l l s  w i l l  i n c r e a s e  a t  10% a n n u a l l y .

3 .  I n c r e a s e  i n  combined  TRS S t a t e  Match and e m p l o y e r  c o n t r i b u t i o n  r a t e  w ou ld  be .02%.

I V .  D A T E 2/06/78

O r ig in a l:

cc:

3 3 - 0 0 1

P R E P A R E D  BY
A G E N C Y  _______
P H O N E __________

A r n o l d t

L e g is la t iv e  F in a n c e  

B u d g e t  a n d  M a n a g e m e n t
P r im e  S p o n s o r  ( F i r s t  L e g is la t o r  N a m e d )  R u le s  Commit tee  

O f f i c e  o f  t h e  G o v e r n o r  ( K e i t h  S p e c k i n g )
( R e v .  1 2 / 7 7 )

D i v i s i o n  o f  R e t i r e m e n t  and B e n e f i t s 
4 6 5 - 4 4 6 0  ^



A T T A C H M E N T

P a g e  2  o f  2

B i l l / R e s o l u t i o n  No.  HB 660

ASSUMPTIONS:

1.  E s t i m a t e d  FY79 P a y r o l l  ( T o t a l  S y s t e m )  = $ 2 1 4 ,0 0 0 ,0 0 0
2.  S t a t e  C o n t r i b u t i o n  R a t e  t o  Fund B i l l  = .01 I
3.  S t a t e  TRS M a t c h in g  R a t e  t o  Fund B i l l  = .01 %
4.  S c h o o l  D i s t r i c t  R a t e  t o  Fund B i l l  = .01 %

COST ANALYS IS :

E m ploye r P a y r o l 1 R a t e Co s t A p p r o p r i a t i o n

1. D ep a r tm en t  o f  E d u c a t i o n
2 .  U n i v e r s i t y  o f  A l a s k a

$ 5 , 8 0 0 , 0 0 0  X .01 %
$ 4 3 , 5 0 0 , 0 0 0  X .01 °l

$ 530
$ 4 ,3 5 0  
$ 4 ,9 3 0

To T h e i r  Budge t  
To T h e i r  Budge t

3.  S t a t e  TRS M a t c h in g $ 2 1 4 ,0 0 0 ,0 0 0  X .01 % $2 1 ,4 0 0  To TRS Match

4 .  S t a t e  TRS R e g u l a r  B u d g e t :  
P e r s o n a l  S e r v i c e s  
T r a v e l  
C o n t r a c t u a l  
Equ ipment

COST TO STATE IN FY79

5.  A l l  S c h o o l  D i s t r i c t s  $ 1 6 4 ,7 0 0 ,0 0 0

TOTAL COST IN FY79

$ - 0 -  To P e r s o n a l  S e r v i c e s
$ - 0 -  To T r a v e l
$ - 0 -  To  C o n t r a c t u a l
$ - 0 -  To Equipment

$ 2 6 ,330

X .01 % $ 1 6 , 4 7 0

$ 4 2 ,800

R E M A R K S :



C O M M I T T E E  R E P O R T

H O U S E

2 / 1 4 / 7 8  F U R T H E R :

D a t e : ____________________________________________

M r . S p e a k e r :

T h e  C o m m i t t e e  o n   ____________________ F I N A N C E __________________________h a s  h a d  H R  6 6 0

" A n  A c t  r e l a t i n g  t o  t h e  c o s t  o f  l i v i n g  a l l o w a n c e  p r o v i d e d  u n d e r  t h e  

t e a c h e r s '  r e t i r e m e n t  s y s t e m ;  e f f e c t i v e  d a t e . "

u n d e r  c o n s i d e r a t i o n  a n d  ( a  m a j o r i t y  o f  t h e  c o m m i t t e e )  ( t h e  c o m m i t t e e  

r e p o r t s  i t  b a c k  a s  f o l l o w s )

(  )  r e c o m m e n d s  i t  d o  p a s s  (  )  r e c o m m e n d s  i t  d o  n o t  p a s s

(  )  r e c o m m e n d s  i t  d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

(  )  r e c o m m e n d s  i t  b e  r e p l a c e d  w i t h  C S  f o r   ____________________________________________

a n d  ______________________________________________________ (  )  n e w  t i t l e  (  )  s a m e  t i t l e

(  )  A N D  a t t a c h e s  a  L e t t e r  o f  I n t e n t  (  )  N e w  F i s c a l  N o t e

(  )  r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n

(  )  a n d  r e c o m m e n d s  i t  b e  r e f e r r e d  t o  t h e  ____________________________ C o m m i t t e e

M E M B E R S  S I G N I N G  D O  P A S S :  O T H E R  R E C O M M E N D A T IO N S :

H 6 0  ( r e v .  6 / 7 7 )

C h a i r m a n



1 / 1 9 / 7 8

C O M M I T T E E  R E P O R T

H O U S E

F U R T H E R :  F I N A N C E

D a t e :

M r . S p e a k e r :

T h e  C o m m i t t e e  o n  '  H E S S  ____________   h a s  h a d  H B __6 6 0 _________

" A n  A c t  r e l a t i n g  t o  t h e  c o s t  o f  l i v i n g  a l l o w a n c e  p r o v i d e d  u n d e r  t h e  t e a c h e r s 1 

r e t i r e m e n t  s y s t e m ;  e f f .  d a t e . "

. . * ' .1/ ‘ . '• *
u n d e r  c o n s i d e r a t i o n  a n d  ( a  m a j o r i t y  o f  t h e  c o m m i t t e e )  C & h S - e t s m m i t - t a e  

r e p o r ^ a - N b t r ^ s e k r a s  f o l l o w s )

(  r e c o m m e n d s  i t  d o  p a s s  (  )  r e c o m m e n d s  i t  d o  n o t  p a s s

(  )  r e c o m m e n d s  i t  d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

(  )  r e c o m m e n d s  i t  b e  r e p l a c e d  w i t h  C S  f o r  _________________________________________________

a n d  ______________________________________________________ (  )  n e w  t i t l e  (  )  s a m e  t i t l e

(  )  A N D  a t t a c h e s  a  L e t t e r  o f  I n t e n t  (  )  N e w  F i s c a l  N o t e

(  )  r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n  

(  )  a n d  r e c o m m e n d s  i t  b e  r e f e r r e d  t o  t h e C o m m i t t e e

M E M B E R S o S I G N I N G  D O  P A S S :

O r t •Do e a & s

~ " T T

/

f  . (  U V J

/ L ' S -

/I /o '- /'

C h a i r m a n

H 6 0  ( r e v .  6 / 7 7 )
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I N  T H E  H O U S E
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I n t r o d u c e d :  1 / 1 9 / 7 8

R e f e r r e d :  H e a l t h . E d u c a t i o n  &

S o c i a l  S e r v i c e s  a n d  F i n a n c e

B Y  T H E  R U L E S  C O M M I T T E E  B Y  

R E Q U E S T  O F  T H E  L E G I S L A T I V E  

C O U N C I L  ( f o r  t h e  I n t e r i m  

C o m m i t t e e  o n  R e t i r e m e n t )

H O U S E  B I L L  N O .  6 6 0  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  c o s t  o f  l i v i n g  a l l o w a n c e  p r o ­

v i d e d  u n d e r  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m ;  a n d  p r o ­

v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

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

*  S e c t i o n  1 .  A S  1 4 . 2 5 . 1 4 2 ( b )  a n d  ( c )  a r e  a m e n d e d  t o  r e a d :

( b )  A  p e r s o n  r e c e i v i n g  a  c o s t  o f  l i v i n g  a l l o w a n c e  u n d e r  t h i s  s e c ­

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

t h e  s t a t e  f o r  a  c o n t i n u o u s  p e r i o d  t h a t  e x c e e d s  9 0  [ 6 0 ]  d a y s .  A f t e r  t h a t  

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

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

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

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

o f  a  l i c e n s e d  p h y s i c i a n . U p o n  h i s  r e t u r n  t o  t h e  s t a t e ,  a n d  u p o n  n o t i f i ­

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

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

b e n e f i t  p a y m e n t  m a d e  a f t e r  n o t i f i c a t i o n  o f  t h e  p e r s o n ' s  r e t u r n .

( c )  F o r  p u r p o s e s  o f  t h i s  s e c t i o n ,  " r e s i d i n g  i n  t h e  s t a t e "  m e a n s  

d o m i c i l e d  a n d  p h y s i c a l l y  p r e s e n t  i n  t h e  S t a t e  o f  A l a s k a .  B e i n g  a b s e n t  

f r o m  t h e  s t a t e  f o r  a  c o n t i n u o u s  p e r i o d  o f  9 0  [ 6 0 ]  d a y s  o r  l e s s  o r  s i x  

m o n t h s  o r  l e s s  w h e n  o r d e r e d  b y  a  p h y s i c i a n  d o e s  n o t  c h a n g e  a  p e r s o n ' s  

s t a t u s  a s  " r e s i d i n g  i n  t h e  s t a t e " .

*  S e c .  2 .  P e r s o n s  r e t i r e d  b e f o r e  J u l y  1 ,  1 9 7 8  a r e  e n t i t l e d  t o  r e c e i v e  t h e

i n c r e a s e  i n  b e n e f i t s  e n a c t e d  i n  s e c .  1  o f  t h i s  A c t .

*  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  J u l y  1 ,  1 9 7 8 .

#

COMMITTEE COPY
- 1 - H B  6 6 0

■jt.__



H I S T O R Y  IN  TH E  H O U S E

197 ^ Read first time and referred
to Committee on

I a n . 19 i i i ,S S  a n d  F i n a n c e

Reported back with
recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused
Reported correctly engrossed
Signed by Speaker
Sent to Senate

CHIEF CLERK OF THE HOUSE

■' -Vr*

m m

31*002

H I S T O R Y  I N  THE S E N A T E

19 Read first time and referred
to Committee on

Reported back with 
recommendation that

Read second time and

Read third time and

PASS Effective Date 
Yeas Yeas 
Nays Nays 
Absent Absent 
Excused Excused

Reconsideration

PASS Effective Dale 
Yeas Yeas 
Nays Nays 
Absent Absent 
Excused Excused 
Reported correctly engrossed 
Signed by President 
Returned to House

SECRETARY OF THE SENATE

H IS T O R Y  IN  THE H O U S E

19 Received from Senate

Concurred in Senate amendment 
thus adopting:

Failed to concur in Senate amend* 
ment; asked Sen. to recede

Senate receded from amendment

Senate failed to recede from 
amendment

F C C  appointed by House

FC C  appointed by Senate

FC C  adopted

To enrolling

Reported correctly enrolled
«

Sent to Governor

Filed with Lt. Governor

Chapter No ............................



I, the undersigned, an employee of the State of Alaska, do hereby certify 

that the microfilm images on this microform are accurate reproductions 

of the original records of the State of Alaska as accumulated during the 

regular course of business, and that it is the established policy and practice 

of this State to microfilm its records and to dispose of the original records 

after microfilm reproductions have been made.

Date



. . . .  r

■ ,J-Wt

, .  '  \  \  i ■ • ' ■

COMMITTEE REPORT

' r
’ r a fc i".... r ’- W '

••<■ ’■ •:s.1 'i.'i'i".'■ . • 7 »s
'' V

HOUSE

1 / 1 9 / 7 6 F U R T H E R :

/ "

D a t e :

M r . S p e a k e r :

F I N A N C E
h a s  h a d  H B  6 6 2T h e  C o m m i t t e e  o n  _ j____________________________________________________________________________________________________

" A n  A c t  r e l a t i n g  t o  a n  i n c o m e  t a x  r e f u n d  f o r  t h e  1 9 7 7  t a x  y e a r  a n d  m a k i n g  

m i s c e l l a n e o u s  a m e n d m e n t s  t o .  t h e  i n c o m e  t a x  s t a t u t e s ;  e f f ,  d a t e . "

u n d e r  c o n s i d e r a t i o n  a n d  ( a  m a j o r i t y  o f  t h e  c o m m i t t e e )  ( t h e  c o m m i t t e e

r e p o r t s  i t  b a c k  a s  f o l l o w s )

(  )  r e c o m m e n d s  i t  d o  p a s s  (  )  r e c o m m e n d s  i t  d o  n o t  p a s s

(  )  r e c o m m e n d s  i t  d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

(  )  r e c o m m e n d s  i t  b e  r e p l a c e d  w i t h  C S  f o r  ________________________________________________

a n d  ______________________________________________________ (  )  n e w  t i t l e  (  )  s a m e  t i t l e

(  )  A N D  a t t a c h e s  a  L e t t e r  o f  I n t e n t  (  K)  N e w  F i s c a l  N o t e

(  )  r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n

(  )  a n d  r e c o m m e n d s  i t  b e  r e f e r r e d  t o  t h e  ___________________________  C o m m i t t e e

\

\

M E M B E R S  S I G N I N G  D O  P A S S :

' C  • f c  t  ■. \

^  ....

V O - i  f  ( y  ■/ y \  ' \
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O T H E R  R E C O M M E N D A T I O N S :



H O U S E  J O U R N A L

HOUSE F IN A N C E  C O M M IT T E E

L E T T E R  O F IN T E N T  
A c c o m p a n y i n g  HOUSE B I L L  N O .  6 6 2

T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l  t a k e  r e a s o n a b l e  s t e p s  
t o  i n f o r m  A l a s k a n  t a x p a y e r s  o f  t h e  c h a n g e  i n  t h e  l a w  a s  
e v i d e n c e d  b y  t h i s  b i l l ,  i n c l u d i n g  w r i t t e n  n o t i c e  t o  b u s i ­
n e s s e s  a n d  p r o f e s s i o n s  w h i c h  c u s t o m a r i l y  a s s i s t  i n  t h e  
p r e p a r a t i o n  o f  t a x  r e t u r n s .  I t  i s  t h e  i n t e n t  o f  t h e  L e g i s ­
l a t u r e  t h a t  a s  f e w  c i t i z e n s  a s  p o s s i b l e  b e  r e q u i r e d  t o  p a y  
t h e  a m o u n t s  w h i c h  w i l l  l a t e r  b e  r e f u n d e d .

T h e  a c c o m p a n y i n g  f i s c a l  n o t e 5 c o v e r /  t h e  a d d e d  a d m i n ­
i s t r a t i v e  a n d  a d v e r t i s i n g  m e C ‘ 
c h a n g e  i n  t h e  t a x  c o d e  a n d  o  
i n t e n t .

S t e v e  C o w p e r ,  C h a i r m a n  
H o u s e  F i n a n c e  C o m m i t t e e



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

T E N T H  L E G I S L A T U R E

F I S C A L  N O T E

I. R E Q U E S T
Bill/Resolution No. H o u s e  B i l l  ft6 6 2 ________________________________________________________________

TitlfA n  A c t  r e l a t i n n  t o  a n  i n c o m e  t a x  r e f u n d  f o r  t h e  1 9 7 7  t a x  y e a r  a n d  m a k i nc

jjtytpmtoLvbwc m i s c .  a m e n d m e n t s  t o  t h e  i n c o m e  t a x  s t a t u t Dste 1 / 2 6 / 7 8 _____________

R e q u e s t e d  b y :  H o u s e  F i n a n c e  C o m m i t t e e

II. F I S C A L  D E T A I L

Agency Affected  ______________R e v e n u e _____________

Program Category Affected______ F i s c a l  S e r v i c e s

Budget Request Unit(s) Affected A u d i t  D i v i s i o n

E X P E N D I T U R E S  (Thousands of Dollars)

F Y  iB F Y  78 F Y  79 F Y  80 F Y  81 F Y  82

.100 P E R S O N A L  S E R V I C E S 3 2 . 4

200 T R A V E L 3 0___
300 C O N T R A C T U A L f , . n
400 C O M M O D I T I E S

SCO H O I  II P M  E N T
600 L A N D  &  S T R U C T U R E S

.700 G R A N T S .  C L A I M S .  ETC.

T O T A L  4 1 . 4

F U N D I N G  (Thousands of Dollars)

G E N E R A L  F U N D 4 1 . 4

F E D E R A L .  F U N D S

O T H E R  (Specify)

P O S I T I O N S

F U L L  T I M E

P A R T  T I M E

T E M P O R A R Y 6

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

F i v e  t e m p o r a r y  p o s i t i o n s  a r e  r e q u e s t e d  t o  p r o v i d e  a d d i t i o n a l  t a x p a y e r  

a s s i s t a n c e  a t  o u r  o f f i c e s  i n  A n c h o r a g e ,  F a i r b a n k s ,  S e a t t l e ,  a n d  J u n e a u  

f o r  f o u r  m o n t h s .  O n e  t e m p o r a r y  p o s i t i o n  i s  r e q u e s t e d  f o r  t h e  E r r o r  

C o r r e c t i o n  U n i t  i n  J u n e a u  t o  h a n d l e  t h e  i n c r e a s e d  e r r o r s  w h i c h  w i l l  

o c c u r  a s  t a x p a y e r s  a t t e m p t  t o  t a k e  t h e  S t a n d a r d  D e d u c t i o n .

T h e  t r a v e l  m o n i e s  a r e  r e q u e s t e d  s o  t h a t  w e  c a n  p r o v i d e  a d d i t i o n a l  t a x ­

p a y e r  a s s i s t a n c e  i n  c i t i e s  v/here v/e d o  n o t  h a v e  a n  o f f i c e .

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

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

m e t h o d  t o  a d j u s t  a  r e t u r n  t o  t a k e  t h e  S t a n d a r d  D e d u c t i o n .

Prime Sponso r  (F irs t Legislator Named)

3 3 - 0 0 1  ( R e v .  1 0 / 7 6 )



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  
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p l u s  b e n e f i t s  t o  r e v i e w  r e t u r n s ,  t o  i d e n t i f y  s t a n d a r d  d e d u c t i o n  s t a t u s  

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

w i l l  b e  r e q u i r e d .  1 m o n t h  o f  S y s t e m  A n a l y s t  t i m e  i s  r e q u i r e d  f o r  
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C o n t r a c t u a l
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t h e  p r o v i s i o n  a u t h o r i z e d  b y  t h e  l e g i s l a t i o n .  S o m e  p u b l i c  s e r v i c e  i s  

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

a n d  i n  n e w s p a p e r s .

IV. D A T E  J a n u a r y  2 6  , 1 9 7 8  P R E P A R E D  B Y ___
A G E N C Y  R e v e n u e  

Original: Legislative Finance P H O N E  , 4 6 5 - 2 3 1 3 — ^

cc: Budget and Management
Prime Sponsor (First Legislator Name d)
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BY THE RULES COMMITTEE BY 
IN  THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BTLL NO. 662 

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE -  SECOND SESSION 

A B IL L

F o r  an A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  t o  an in com e  t a x  r e f u n d  f o r  t h e  1977

t a x  y e a r  and  m a k in g  m i s c e l l a n e o u s  amendments t o  t h e  

in com e  t a x  s t a t u t e s ;  and p r o v i d i n g  f o r  an e f f e c t i v e  

d a t e . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1. AS 4 3 . 2 0 . 0 3 1 ( a )  i s  amended b y  a d d in g  a new p a r a g r a p h  t o  

r e a d :

( 4 )  e a c h  t a x p a y e r  s h a l l  b e  a l l o w e d  a minimum d e d u c t i o n  

e q u i v a l e n t  i n  amount t o  t h e  " z e r o  b r a c k e t  am ou n t"  d e f i n e d  i n  s e c .

6 3 (d )  o f  t h e  I n t e r n a l  R even u e  C ode .

*  S e c .  2 .  AS 4 3 . 2 0 . 0 3 5 ( a )  i s  amended t o  r e a d :

( a )  The  t a x a b l e  in com e  o f  n o n r e s i d e n t s  o r  p a r t - y e a r  r e s i d e n t s  o f

t h i s  s t a t e  i s  t a x a b l e  in com e  as d e t e r m in e d  u n d e r  s e c .  31 o f  t h i s

c h a p t e r  when a t t r i b u t a b l e  t o  s o u r c e s  i n  th e  s t a t e  as p r o v i d e d  i n  s e c .

40 o f  t h i s  c h a p t e r  w i t h  th e  f o l l o w i n g  m o d i f i c a t i o n s  [ADJUSTMENTS]:

( 1 )  a n o n r e s i d e n t  o r  p a r t - y e a r  r e s i d e n t  who has n o  e x c e s s  

A l a s k a  i t e m i z e d  d e d u c t i o n s  as  d e f i n e d  i n  ( 4 )  o f  t h i s  s u b s e c t i o n  i s  

a l l o w e d  th e  minimum d e d u c t i o n  p r o v i d e d  by  s e c .  3 1 ( a ) ( 4 )  o f  t h i s  c h a p t e r  

i n  t h e  p r o p o r t i o n  p r o v i d e d  i n  ( b )  o f  t h i s  s e c t i o n  [CLAIMS THE STANDARD 

DEDUCTION AS DEFINED IN  INTERNAL REVENUE CODE SEC. 141 IS  ALLOWED THE 

DEDUCTION IN  THE PROPORTION PROVIDED IN  ( b )  OF TH IS  S E C T IO N ] ;

( 2 )  a n o n r e s i d e n t  o r  p a r t - y e a r  r e s i d e n t  i s  a l l o w e d  a d e d u c ­

t i o n  e q u a l  t o  t h e  p e r s o n a l  e x e m p t io n  d e d u c t i o n  as d e f i n e d  i n  s e c .  151

Introduced: 1/19/7C
Referred: Finance

o f  t h e  I n t e r n a l  R ev en u e  Code i n  t h e  p r o p o r t i o n  p r o v i d e d  i n  ( b )  o f  t h i s

- 1 -  HB 662
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s e c t i o n  [ENTITLED TO CLAIM THE PERSONAL EXEMPTIONS AS DEFINED IN  SEC. 

151 OF THE INTERNAL REVENUE CODE IN  THE PROPORTION PROVIDED I N  ( b )  OF 

TH IS  S E C T IO N ];

( 3 )  a n o n r e s i d e n t  o r  p a r t - y e a r  r e s i d e n t  who has  e x c e s s  

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

d e d u c t i o n s  [ IT E M IZ E S  DEDUCTIONS IS  ALLOWED A DEDUCTION FOR THOSE ITEMS 

DEDUCTIBLE UNDER THE INTERNAL REVENUE CODE WHICH ARISE  FROM SOURCES IN  

THE STATE ]

( 4 )  " A l a s k a  i t e m i z e d  d e d u c t i o n s "  as  u s e d  i n  t h i s  s e c t i o n  

a r e  t h o s e  i t e m i z e d  d e d u c t i o n s  a l l o w e d  u n d e r  th e  I n t e r n a l  R ev en u e  Code 

w h ic h  a r i s e  f r o m  s o u r c e s  i n  th e  s t a t e  e x c e p t  t h o s e  i t e m s  d e s c r i b e d  in  

s e c .  3 1 ( c )  o f  t h i s  c h a p t e r ;  " e x c e s s  A la s k a  i t e m i z e d  d e d u c t i o n s "  means 

t h e  e x c e s s  ( i f  a n y )  o f :

( A )  A l a s k a  i t e m i z e d  d e d u c t i o n s ,  o v e r

(B )  t h e  minimum d e d u c t i o n  as d e f i n e d  i n  s e c .  3 1 ( a ) ( 4 )  

o f  t h i s  c h a p t e r .

*  S e c .  3 . ( a )  I n s t e a d  o f  a l l o w i n g  th e  t a x p a y e r  t o  c l a i m  th e  minimum

d e d u c t i o n  a l l o w e d  u n d er  AS 4 3 . 2 0 . 0 3 1 ( a ) ( 4 )  f o r  1977, t h e  D e p a r tm e n t  o f  

R ev en u e  s h a l l  r e fu n d  t h e  o v e r p a y m e n t  o f  t a x e s  p a i d  by i n d i v i d u a l  t a x p a y e r s  

u n d e r  AS 4 3 .2 0  f o r  t h e  1977 t a x  y e a r  as  a r e s u l t  o f  t h e  19/7 amendm ents t o  

s e c .  63 o f  t h e  1954 I n t e r n a l  R ev en u e  C od e ,  26 U .S .C .  s e c .  63 , made b y  s e c .  

1 0 2 (a )  o f  P .  L .  9 5 -3 0  w h ic h  r e p e a l e d  t h e  s t a n d a r d  d e d u c t i o n  and r e p l a c e d  i t  

w i t h  t h e  minimum d e d u c t i o n  a t  t h e  f e d e r a l  l e v e l .  The r e fu n d  s h a l l  be  

d e t e r m in e d  w i t h o u t  r e g a r d  t o  p r o v i s i o n s  u n d er  AS 4 3 .2 0  f o r  in com e  a v e r a g i n g ,  

a l t e r n a t i v e  t a x  on c a p i t a l  g a i n s ,  maximum t a x  on e a r n e d  •’ ncom e, minimum t a x  

on t a x  p r e f e r e n c e s ,  o r  a l l o w a b l e  c r e d i t s  c l a im e d  on th e  o r i g i n a l  r e t u r n .

The amount o f  t h e  r e f u n d  s h a l l  b e  c a l c u l a t e d  b y  s u b t r a c t i n g  t h e  t a x  a s  

com pu ted  u n d e r  t h e  a p p r o p r i a t e  t a x  r a t e s ,  as p r o v i d e d  u n d er  ( 1 ) ,  ( 2 ) ,  o r

( 3 )  o f  t h i s  s u b s e c t i o n ,  on th e  A l a s k a  t a x a b l e  in com e  ( a l l o w i n g  a d e d u c t i o n  

HB 662 - 2 -
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i n  t h e  amount o f  t h e  a p p r o p r i a t e  " z e r o  b r a c k e t  am ou n t"  as  d e f i n e d  u n d e r  

s e c .  63 o f  t h e  I n t e r n a l  R e v e n u e  C o d e )  f r o m  t h e  amount o f  t a x  w h ic h  w o u ld  

h a v e  b ee n  im p o s e d  u n d e r  AS 4 3 .2 0  on t a x a b l e  in com e  i f  t h e  amendments c o n ­

t a i n e d  i n  t h i s  A c t  w e r e  n o t  i n  e f f e c t  f o r  t h e  1977 t a x  y e a r .  I n  c a l c u l a t i n g  

th e  amount o f  t h e  r e f u n d ,  t h e  f o l l o w i n g  t a x  r a t e s  s h a l l  b e  u s e d :

( 1 )  r e f u n d s  f o r  s i n g l e  t a x p a y e r s  and m a r r i e d  t a x p a y e r s  f i l ­

i n g  s e p a r a t e  r e t u r n s  n o t  q u a l i f y i n g  f o r  r a t e s  i n  AS 4 3 . 2 0 . 0 1 1 ( b )  o r  ( c )  

s h a l l  b e  c a l c u l a t e d  as  i f  t h e  t a x p a y e r  u s e d  t h e  r a t e  in  AS 4 3 . 2 0 . 0 1 1 ( a )  on 

h i s  o r i g i n a l  f i l i n g ;

( 2 )  r e f u n d s  f o r  m a r r i e d  t a x p a y e r s ,  f i l i n g  j o i n t  r e t u r n s ,  

and c e r t a i n  w id o w s  and w id o w e r s  who q u a l i f y  u n d e r  t h e  p r o v i s i o n s  o f  AS 

4 3 . 2 0 . 0 1 1 ( b )  s h a l l  b e  c a l c u l a t e d  as i f  t h e  t a x p a y e r  u s e d  t h e  r a t e s  i n  t h a t  

s u b s e c t i o n  on h i s  o r i g i n a l  f i l i n g ;

( 3 )  r e f u n d s  f o r  u n m a r r ie d  ( o r  l e g a l l y  s e p a r a t e d )  t a x p a y e r s  

who q u a l i f y  as  h ead s  o f  h o u s e h o ld  u n d e r  t h e  p r o v i s i o n s  o f  AS 4 3 . 2 0 . 0 1 1 ( c )  

s h a l l  b e  c a l c u l a t e d  as  i f  t h e  t a x p a y e r  u s e d  t h e  r a t e s  i n  t h a t  s u b s e c t i o n  on 

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

( b )  N o t w i t h s t a n d i n g  ( a )  o f  t h i s  s e c t i o n ,  i n  th e  c a s e  o f  n o n ­

r e s i d e n t  o r  p a r t - y e a r  i n d i v i d u a l s  who do n o t  h a v e  e x c e s s  i t e m i z e d  d e d u c ­

t i o n s  t h e  amount o f  t h e  r e f u n d  s h a l l  be  b a s e d  upon :h e  a p p r o p r i a t e  " z e r o  

b r a c k e t  am ou n t"  as d e f i n e d  u n d er  s e c .  63 o f  t h e  I n t e r n a l  R ev en u e  Code 

p r o r a t e d  a s  p r o v i d e d  b y  AS 4 3 . 2 0 . 0 3 5 ( b ) .

( c )  T h i s  r e f u n d  a p p l i e s  t o  e v e r y  i n d i v i d u a l  t a x p a y e r  f i l i n g  a 

r e t u r n  under AS 4 3 .2 0  f o r  a t a x  y e a r  b e g i n n i n g  i n  t h e  c a l e n d a r  y e a r  o f  

1977. In  no c a s e  may th e  r e f u n d  e x c e e d  th e  t a x  b a s e d  on AS 4 3 . 2 0 .0 1 1  l e s s  

c r e d i t s  a l l o w a b l e  u n d e r  AS 4 3 .2 0  as  f i n a l l y  d e t e r m in e d  by  t h e  d e p a r t m e n t .

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

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

i n  t h e  s a m e  m a n n e r  a s  t h e  o r i g i n a l  t a x .



fej 1 ( e )  I n t e r e s t  s h a l l  b e  a l l o w e d  and p a i d  on any  r e f u n d  made u n d e r

1 2 t h i s  s e c t i o n  as p r o v i d e d  f o r  i n  AS 4 3 .0 5 .2 8 0 .

1 3 *  S e c .  4 .  The  r e f u n d  p r o v i d e d  f o r  i n  s e c .  3 o f  t h i s  A c t  i s  t h e  s o l e

4 means o f  u s in g  t h e  minimum d e d u c t i o n  e s t a b l i s h e d  i n  AS 4 3 . 2 0 . 0 3 1 ( a ) ( 4 )

1 5 ( u n d e r  s e c s .  1 and 2 o f  t h i s  A c t )  f o r  in com e  t a x  r e t u r n s  c o v e r i n g  t a x  y e a r s

tj 6 b e g i n n i n g  on o r  a f t e r  J a n u a ry  1 , 1977 b u t  b e f o r e  J a n u a ry  1 , 1978 .

1 7 *  S e c .  5. S e c t i o n s  1 and  2 o f  t h i s  A c t  a r e  r e t r o a c t i v e  t o  J a n u a ry  1,

1 8 1977.

i  9 *  S e c .  6 . T h i s  A c t  t a k e s  e f f e c t  im m e d ia t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . -

1 10 
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J a n u a r y  19, 1978

T h e  H o n o r a b l e  H u g h  M a l o n e  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  M r .  S p e a k e r :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  a n d  i n  a c c o r d a n c e  w i t h  A S  2 4 . 3 0 . 0 6 0 ( b )  a n d  
t h e  U n i f o r m  R u l e s  o f  t h e  A l a s k a  S t a t e  L e g i s l a t u r e ,  I  am 
t r a n s m i t t i n g  a  b i l l  t o  r e c t i f y  a  s i t u a t i o n  t h a t  h a s  
c a u s e d  a n  u n i n t e n t i o n a l  i n c r e a s e  i n  t h e  i n d i v i d u a l  i n c o m e  
t a x  f o r  A l a s k a n  i n d i v i d u a l  i n c o m e  t a x p a y e r s .  T h e  1 9 7 7  
T a x  R e d u c t i o n  a n d  S i m p l i f i c a t i o n  A c t ,  P u b l i c  L a w  9 5 - 3 0 ,  
a m o n g  o t h e r  t h i n g s ,  r e s t r u c t u r e d  t h e  s t a n d a r d  d e d u c t i o n  
a n d  i t e m i z e d  d e d u c t i o n s  a v a i l a b l e  t o  t a x p a y e r s .  T h e  A c t  
g j - i n d n a t p r i  t h p  s t a n d a r d  d e d u c t i o n  a n d  r e d u c e d  i t e m i z e d  
d e d u c t i o n s  b y  a  s i m i l a r  a m o u n t  (~1?3 , 2 0 0  f o r  a  m a r r i e d  
c o u p l e ) .  T h e  f e d e r a l  t a x  r a t e s  w e r e  t h e n  a d j u s t e d  t o  
c o m p e n s a t e  f o r  t h e  l o s s  o f  t h e  d e d u c t i o n .  T h e  j i g t  
e f f e c t , _ f o r  f e d e r a l  t a x  p u r p o s e s ,  w a s  t h a t  t h e r e  w a s  n o  
i n c r e a s e  m - t a x e s - — , ~ "

H o w e v e r ,  f o r  A l a s k a  p u r p o s e s ,  t h e  s i t u a t i o n  w a s  
d i f f e r e n t .  A l a s k a  i n c o m e  t a x e s  a r e  t i e d  t o  t h e  f e d e r a l  
c o d e  t o  s o m e  e x t e n t .  A l a s k a  u s e s  f e d e r a l  t a x a b l e  i n c o m e  
as,__^a— t a x  b a s e . ,  T h e r e l o r e , t E e  e l i m i n a t i o n  o f  EHeT 
s t a n d a r d ,  d e d u c t i o n  a n d  t h e ~ ~  r e d u c t i o n ~ ~ ~ ~ b t  i t e m i z e d  
d e d u c t i o n s  . . . w e r e  a u t o m a t i c a l l y — T a H o p t e d  b y  . A l a s k a . .
H o w e v e r ,  s i n c e  A l a s k a  t a x  r a t e s  a r e  s e t  b y  s t a t u t e  a n d  d o  
n o t  c h a n g e  a u t o m a t i c a l l y  w i t h  f e d e r a l  c h a n g e s ,  t h e  
c o m p e n s a t i n g  t a x  r a t e  r e d u c t i o n  d i d  n o t  t a k e  p l a c e .  T h e  
e f f e c t ,  f o r  A l a s k a  p u r p o s e s ,  w a s  t o  i n c r e a s e  A l a s k a  
t a x a b l e  i n c o m e  f o r  r e s i d e n t s  b e t w e e n  $ 1 , 6 0 0  a n d  $ 3 , 2 0 0 .

T h e  b i l l  a d d r e s s e s  t h e  p r o b l e m  i n  t w o  w a y s .  F i r s t ,  i n  
o r d e r  t o  p r o v i d e  r e l i e f  f o r  t h e  1 9 7 7  t a x  y e a r ,  t h e  b i l l  
a m e n d s  t h e  l a w  r e t r o a c t i v e l y  t o  J a n u a r y  1 ,  1 9 7 7 ,  a n d



r e q u i r e s  t h e  D e p a r t m e n t  o f  R e v e n u e  t o  r e f u n d  
a u t o m a t i c a l l y  t h e  e x c e s s  t a x .  T h i s  w i l l  a v o i d  t h e  
n e c e s s i t y  o f  t a x p a y e r s  h a v i n g  t o  f i l e  a  c l a i m  f o r  r e f u n d .  
S e c o n d l y ,  f o r  t h e  t a x  y e a r s  1 9 7 8  a n d  t h e r e a f t e r ,  a  
" m i n i m u m  d e d u c t i o n "  i s  b e i n g  a d d e d  t o  t h e  A l a s k a  s t a t u t e  
t h a t  c o m p e n s a t e s  f o r  t h e  l o s s  i n  t h e  s t a n d a r d  d e d u c t i o n  
w h i c h  o c c u r r e d  w i t h  t h e  r e s t r u c t u r i n g  o f  t h e  f e d e r a l  
s t a t u t e .

S i n c e r e l y ,

J a y  S .  H a m m on d  
G o v e r n o r



TH E  L E G IS L A T U R E  OF  TH E  STATE O F  A LA SK A  
TENTH  LE G IS L A T U R E

. r j $ C ^ , _ N O T E .

I . R E Q U E ST
Bil l /Reso lu t ion N o .  HOUSE B I L L  NO . 6 6 2
T it le  A m e n d m e n t s  t o  I n c o m e  T a x  -  S t a n d a r d  n e d u r - t i  n n _  F.1 i m i - n a t i  n n ____
Requested bv G o v e r n o r ' s  O f  f i n e _______________________________________ Date 1 / P . / l l

I I .  F ISC A L  D E T A IL
Agency A f fe c te d __________________ R e v e n u e  a n d  A d m in i  s t r a t i  nn_____________________________________
Program Category Affected F i s n a l  S p r v i r p i ; _______________________________________________________
Budget Request Un it (s ) A ffected A u d i t  D i v i s i o n ,  A d m i n i s t r a t i v e  S p r r i  ,-P<; n i v i s i o n , .

D i v i s i o n  o f  F i n a n c e ,  D e p ' t .  o f  A d m i n i s t r a t i o n

E X P EN D IT U R E S  (Thousands o f  Do l la rs )

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82

100 P E R S O N A L  S E R V I C E S ? g a

200 T R A V E L

3nn C O N T R A C T U A L 2 2 . 8
6 . 5

500 E Q U I P M E N T
600 L A N D  &  S T R U C T U R E S

7nn G R A N T S .  C L A I M S .  ETC.

T O T A L  - 0 -  5 6 . 2  - 0 -  - 0 -  - 0 -  - 0 -

F U N D IN G  (Thousands o f  Do lla rs )

G E N E R A L  F U N D - 0 - 5 6 . 2 - o - - 0 - - 0 - - 0 -

F E D E R A L  F U N D S

O T H E R  (Specify)

POS IT IONS

F U L L  T I M E

P A R  T T I M E

T F . M P O R A R Y - 0 - 5 - 0 - - 0 - - 0 - - 0 -

I I I .  A N A LY S IS  (See Fiscal Note Preparation Instructions, Section I I I )
T h e  e l i m i n a t i o n  o f  t h e  s t a n d a r d  d e d u c t i o n  b y  C o n g r e s s  w i l l  c a u s e  a  m a j o r  

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

D e p a r t m e n t  o f  R e v e n u e .  -The a d d i t i o n a l  p o s i t i o n s  a r e  n e e d e d  t o  h a n d l e  

t h e  i m p a c t :

2 e a .  -  T a x  S c a n n e r s  f o r  5 m o .  e a .  - F o r  a d d i t i o n a l  d a t a  c a p t u r e .

1 e a .  - T a x  E x a m i n e r  f o r  5 m o

1 e a .  - T a x  E x a m i n e r  f o r  5 m o  

1 e a .  - S y s t e m s  A n a l y s t  I f o r

- T o  h a n d l e  a d d i t i o n a l  c o m p u t a t i o n a l  

e r r o r s  o n  r e t u r n s .

- T o  h a n d l e  l a r g e  i n c r e a s e  i n  t a x p a y e r  

a s s i s t a n c e  i n  A n c h o r a g e .

1 m o .  -  T o  d e s i g n  a n d  p r o g r a m  t h e  

r e b a t e  p r o g r a m .

IV . DATE D e c e m b e r  9, 1 9 7 7

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (F irst Legislator Named)

PR E PA R E D  B Y -  
AGENCY  
PHONE 465-2-3 211

3 3 - 0 0 1  ( R e v .  1 0 / 7 6 )
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T a i n  i f  m i m
POUCH Y . STATE CAPITOL 

JUNEAU, ALASKA 9 9 8 I I  

9 0 7-165 -3 80 0

LEG ISLATIVE  A F F A IR S  A G E N C Y

M E M O R A N D U M  F e b ru a ry  1 ,  1978

SUBJECT:

TO:

FROM:

E r r o r s  in  S a l e s  Tax  T a b l e s  C o n ta in e d  in  1977 A la s k a  Income Tax 
Book

The H o n o ra b le  John S a c k e t

The  H o n o ra b le  S t e v e  Cowpe

G re g g  K. E r ic k s o n  
D i r e c t o r  o f  R es ea rch

In  th e  c o u r s e  o f  t h e  work  we have  been  d o in g  on r e v e n u e  s h a r in g  f o r m u la s ,  
we have  n o t i c e d  s e v e r a l  o m is s io n s  and a p p a r e n t  e r r o r s  in  th e  a t t a c h e d  
s a l e s  t a x  t a b l e  f r o m  th e  s t a t e ' s  p e r s o n a l  incom e t a x  i n s t r u c t i o n  b o o k l e t .
A c o m p a r is on  o f  t h e  d a ta  p u b l i s h e d  by t h e  s t a t e  a s s e s s o r  in  A la s k a  
T a x a b le  1977  w i t h  th e  a t t a c h e d  t a x  t a b l e  r e v e a l s  t h e  f o l l o w i n g  d i s c r e p a n c i e s

C i t i e s  o r  A re a s  W ith  S a l e s  Taxes  
N o t  L i s t e d  in  th e  Tax  B o o k le t

Community S a l e s  Tax

B r e v i g  M is s io n  3%
B r i s t o l  Bay Borough  3%
W a in w r ig h t  31

Kenai P e n in s u la  Borough ( r e s i d e n t s  l i v i n g  o u t s i d e  o f  2%
S e l d o v i a ,  Homer, K e n a i ,  S ew ard ,  S o ld o tn a  and Kachemak) 

M ou n ta in  V i l l a g e  2%
N ap ak iak  2%
N ig h tm u te  2%
N o r th  S t a r  Borough  ( r e s i d e n t s  l i v i n g  o u t s i d e  o f  F a i r -  2%

banks o r  N o r th  P o l e )
T o k so ok  Bay 2%
Tununak 2%

K e tc h ik a n  G atew ay  Borough ( r e s i d e n t s  l i v i n g  o u t s i d e  o f  1.5%
K e tc h ik a n  and Saxman)

H a in e s  Borough ( r e s i d e n t s  l i v i n g  o u t s i d e  o f  th e  c i t y  1%
o f  H a in e s )

C i t y  and Borough  o f  Juneau ( r e s i d e n t s  l i v i n g  o u t s i d e  1%
o f  t h e  Juneau and D ou g las  s e r v i c e  a r e a s )



Hon. John S a c k e t t  
Hon. S t e v e  Cowper

- 2 - F e b r u a r y  1 ,  1 9 7 8

C om m unit ies  I n c o r r e c t l y  L i s t e d

Community T a b l e  Shows As Shou ld  Be

N o r th  P o l e 21 5%
N u la to 2% 0%
Saxman 2% 1.5%

Kachemak 3% 21
S e l d o v i a 3% 4%
S o ld o tn a 3% 5%

V a ld e z 41 0%

P o r t  L io n s 5% 0%

We b e l i e v e  t h a t  t h e s e  d i s c r e p a n c i e s  w i l l  r e s u l t  in  o v e rp a y m e n t  o f  t a x e s  
by m ost  p e r s o n s  in  t h e s e  co m m u n it ie s  who i t e m i z e  d e d u c t i o n s ,  a l th o u g h  in  
some co m m u n it ie s  ( f o r  exam p le  V a l d e z )  th e  r e s u l t  w i l l  be an und erpaym en t .

GKE:jm 
A t ta c h m e n t

c c :  S t e r l i n g  G a l l a g h e r
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1977 O P T I O N A L  L O C A L  S A L E S  T A X  T A B L E S
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If you itemize your deductions, you 
may use these tables to determine the 
general sales tax deduction. If you are 
able to establish that you paid an amount 
larger than that shown, you are entitled 
to deduct the larger amount.

If your income was more than 519,999 
but less than S 100,000, compute your 
deduction as follows:

Step 1 - For the first $19,999, find the 
amount for your fam ily size in 
the table for your city.

Step 2— For each $1,000 or fraction 
thereof of income over $19,999, 
but less than $50,000, add 2 per­
cent of the amount you deter-, 
mined in Step 1, above.

Step 3 - For e;xh S 1,000 or fraction 
thereof o f income over $49,999, 
but less than $100,000, add 1 percent o f the amount you 
determined in Stop 1, above.

If your income was $100,000 or more, 
your deduction is 210 percent of the 
amount determined in Step 1, above.

Akolm iut
Alakanuk
King Cove
Quinhagak
Shishmaref
Tanana
Unalaska
White Mountain
Whittier

© 1% Sales Tax 
Family Size Over

Ambler
Angoon
Buckland
Chevak
Eek
Elim
Emmonak
Hooper Bay
Kivalina
Klawock
Kotlik
Koyuk
Manokotak
Mekoryuk
Napaskiak
Nenana

Noorvik 
North Pole 
Nulato 
Palmer
Port Alexander
Savoonga
Saxman
Scammon Bay
Seward
Shaktooiik
Shungnak
Stebbins
St. Michael
Togiak
Yakutat

© 2% Sales Tax 
Family Size Over

1 2 3 4 5 5 1 2 3 4 5 5 1 2 3 8 .4 5 5 1 2 3 4 5 5 1 2 3 8 .4 5 5

U n d e r S 3 .0 0 0 $ 1 3 17 1 9 22 22 2 3 S 2 5 34 3 7 4 3 4 3 4 5 $ 4 6 5 5 66 7 2 7 2 $ 5 4 7 0 8 0 9 2 9 2 9 7 $ 7 0 8 3 100 109 1 0 9

S 3 .0 0 0 -  3 .9 9 9  ............................ . . . .  16 21 2 3 2 6 2 7 2 8 31 41 4 6 5 2 5 3 5 6 5 6 68 81 8 9 9 0 66 86 9 8 111 1 1 3 121 86 1 04 1 2 4 1 3 5 1 3 5

4 ,0 0 0 -  4 , 9 9 9 ............................. 24 2 7 3 0 3 2 3 3 3 6 4 8 5 4 6 0 6 3 6 5 6 5 8 0 9 5 104 1 0 6 7 7 100 1 1 5 1 2 8 1 3 3 142 100 1 2 3 1 4 4 1 5 9 1 5 9

5 .0 0 0 -  5 , 9 9 9 ............................. . . . .  21 2 7 31 3 4 36 3 8 41 5 4 61 6 7 71 7 5 7 3 9 2 1 0 7 1 1 9 122 8 7 1 1 4 131 1 44 151 1 6 2 1 1 3 141 1 6 3 181 1 8 2

5 .0 0 0 -  6 ,9 9 9  ............................ . . . .  2 3 3 0 34 3 7 4 0 4 2 4 6 6 0 68 7 4 7 9 8 3 81 102 1 1 9 1 3 2 1 3 6 9 7 1 2 6 1 4 5 1 5 8 1 6 8 181 1 2 5 1 5 8 181 201 2 0 4

7 ,0 0 0 -  7 ,9 9 9  ........................ 3 3 3 7 4 0 4 3 4 6 5 0 6 5 74 8 0 86 91 88 112 1 3 0 1 4 5 1 5 0 1 0 6 1 3 8 1 5 9 171 1 8 4 199 1 3 6 1 7 3 1 9 8 220 2 2 5

8 , 0 0 0 -  8 ,9 9 9  ............................. . . . .  2 7 3 5 4 0 4 3 4 7 5 0 5 4 7 0 8 0 86 9 3 9 9 9 5 122 1 4 0 1 5 7 1 64 1 1 5 1 4 9 1 7 2 1 84 1 9 9 2 1 6 1 4 7 1 8 8 2 1 4 2 3 8 2 4 6

9 , 0 0 0 -  9 ,9 9 9  ........................ . . . .  2 9 3 8 4 3 4 6 5 0 54 5 8 7 5 86 91 100 1 0 7 101 131 1 5 0 1 6 8 1 7 7 1 2 3 1 6 0 1 8 4 1 9 6 2 1 4 2 3 2 157 2 0 3 2 3 0 2 5 6 2 6 6

1 0 ,0 0 0 - 1 0 ,9 9 9  ............................ . . . .  31 4 0 4 6 4 8 5 3 5 7 61 8 0 91 9 6 1 0 6 1 14 107 1 4 0 1 5 9 1 7 9 1 8 9 131 1 7 0 1 9 6 2 0 8 2 2 8 2 4 8 1 6 7 2 1 7 2 4 4 2 7 3 2 8 5

1 1 ,0 0 0 - 1 1 ,9 9 9 ............................. . . . .  3 3 4 3 4 9 51 5 6 61 6 5 8 5 9 7 101 112 121 1 1 3 1 4 8 1 6 8 1 9 0 201 1 3 8 1 8 0 2 0 7 2 1 9 2 4 2 2 6 3 1 7 6 2 3 0 2 5 8 2 8 9 3 0 4

1 2 ,0 0 0 - 1 2 ,9 9 9  ............................. . . . .  3 4 4 5 51 5 3 5 9 64 68 8 9 102 1 0 6 1 18 1 2 8 1 1 9 1 56 1 7 7 200 2 1 3 1 4 5 1 9 0 2 1 8 2 3 0 2 5 5 2 7 7 1 8 5 2 4 3 2 7 2 3 0 5 3 2 2

1 3 ,0 0 0 - 1 3 ,9 9 9 ............................. . . . .  3 6 4 7 5 4 5 6 6 2 68 71 9 3 1 0 7 111 1 24 1 3 5 1 24 164 1 8 6 210 2 2 4 1 5 2 1 9 9 2 2 9 2 4 0 2 6 8 291 194 2 5 6 2 8 5 3 2 0 3-10

1 4 ,0 0 0 - 1 4 ,9 9 9  ............................. 4 9 5 6 5 8 6 5 71 74 9 7 112 1 1 6 1 30 141 1 2 9 1 7 2 1 9 4 220 2 3 5 1 5 9 2 0 8 2 4 0 2 5 0 2 8 1 3 0 5 202 2 6 9 2 9 3 3 3 5 3 5 8

1 5 .0 0 0 - 1 5 ,9 9 9  ............................ 51 5 9 61 68 74 77 101 1 1 7 121 1 3 6 1 4 7 1 3 4 1 8 0 202 2 3 0 2 4 6 1 6 6 2 1 7 2 5 0 2 6 0 2 9 3 3 1 9 210 281 3 1 1 3 5 0 3 7 5

1 6 ,0 0 0 - 1 6 ,9 9 9  ............................. 53 61 6 3 71 7 7 8b 1 05 122 1 25 141 1 5 3 1 3 9 1 8 8 210 2 3 9 2 5 7 1 7 3 2 2 6 2 6 0 2 6 9 3 0 5 3 3 2 2 1 8 2 9 3 3 2 3 3 6 4 3 9 2

1 7 ,0 0 0 - 1 7 .9 9 9  ............................. 5 5 6 4 6 5 7 3 8 0 8 3 1 09 1 2 7 1 29 1 4 6 1 5 9 1 4 4 1 9 5 2 1 8 2 4 8 2 6 8 1 7 9 2 3 4 2 7 0 2 7 8 3 1 7 3 4 5 2 2 6 3 0 5 3 3 5 3 7 3 4 0 8

1 8 ,0 0 0 - 1 8 ,9 9 9 ............................. 5 7 66 6 7 7 6 8 3 86 1 1 3 131 1 3 3 151 1 6 5 1 4 9 202 2 2 6 2 5 7

COCN

1 8 5 2 4 2 2 8 0 2 8 7 3 2 8 3 5 8 2 3 4 3 1 6 3 4 7 3 9 2 4 2 4

1 9 ,0 0 0 - 1 9 ,9 9 9  ............................. 5 8 68 6 9 78 8 5 88 1 16 1 3 5 1 3 7 1 5 6 1 7 0 1 5 3 2 0 9 2 3 3 2 6 6 2 8 8 191 2 5 0 2 8 9 2 9 5 3 3 9 371 2 41 3 2 7 3 5 9 4 0 5 4 4 0

Anderson
Barrow
Bethel
Craig
Deering
Dillingham
Douglas
Ft. Yukon
Galena
Gambell
Goodnews Bay
Hoonah
Hydaburg
Juneau
Kake

Kodiak
Kotzebue
Kachemak
Nome
Ouzinkie
Pelican
Point Hope
Sand Point
Sclawik
Seldovia
Skagway
St. Paul
Soldotna
Toller

© 3% Sales Tax
Fam ily Size Over

If your Municipal Sales Tax is not shown on this 
chart, fo llow  Federal guidelines. The cities of Kenai and 
Homer have a 6%  Sales Tax. Taxpayers there can deter­
mine their deduction by combining amounts from the 1% 
and 5% columns.

Cordova
Haines
Ketchikan
Sitka
Valdez

© 4% Sales Tax 
Family Size Over

Fairbanks 
Petersburg 
Port Lions 
Wrangell

© 5% Sales Tax 
Family Size Over
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Introduced: 1/19/78
Referred: Finance

BY THE RULES COMMITTEE BY 
IN  THE HOUSE REQUEST OF THE GOVERNOR

HOUSE B IL L  NO. 662 

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE -  SECOND SESSION 

A B IL L

F o r  an A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  t o  an in com e  t a x  r e f u n d  f o r  t h e  1977

t a x  y e a r  and m ak in g  m i s c e l l a n e o u s  amendments t o  t h e  

in com e  t a x  s t a t u t e s ;  and p r o v i d i n g  f o r  an e f f e c t i v e  

d a t e . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1 . AS 4 3 . 2 0 . 0 3 1 ( a )  i s  amended b y  a d d in g  a new p a r a g r a p h  t o  

r e a d :

( 4 )  e a c h  t a x p a y e r  s h a l l  b e  a l l o w e d  a minimum d e d u c t i o n  

e q u i v a l e n t  i n  amount t o  th e  " z e r o  b r a c k e t  am ou n t"  d e f i n e d  i n  s e c .

6 3 (d )  o f  t h e  I n t e r n a l  R evenu e  Code.

*  S e c .  2 . AS 4 3 . 2 0 . 0 3 5 ( a )  i s  amended t o  r e a d :

( a )  The t a x a b l e  in com e  o f  n o n r e s i d e n t s  o r  p a r t - y e a r  r e s i d e n t s  o f  

t h i s  s t a t e  i s  t a x a b l e  in com e  as  d e t e r m in e d  u n d e r  s e c .  31 o f  t h i s  

c h a p t e r  when a t t r i b u t a b l e  t o  s o u r c e s  i n  th e  s t a t e  as  p r o v i d e d  i n  s e c .

40 o f  t h i s  c h a p t e r  w i t h  th e  f o l l o w i n g  m o d i f i c a t i o n s  [ADJUSTMENTS]:

( 1 )  a n o n r e s i d e n t  o r  p a r t - y e a r  r e s i d e n t  who has  no e x c e s s  

A l a s k a  i t e m i z e d  d e d u c t i o n s  a s  d e f i n e d  i n  ( 4 )  o f  t h i s  s u b s e c t i o n  i s  

a l l o w e d  th e  minimum d e d u c t i o n  p r o v i d e d  b y  s e c .  3 1 ( a ) ( 4 )  o f  t h i s  c h a p t e r  

i n  th e  p r o p o r t i o n  p r o v i d e d  i n  ( b )  o f  t h i s  s e c t i o n  [CLAIMS THE STANDARD 

DEDUCTION AS DEFINED IN  INTERNAL REVENUE CODE SEC. 141 IS  ALLOWED T HE 

DEDUCTION IN  THE PROPORTION PROVIDED IN  ( b )  OF TH IS  S E C T IO N ] ;

( 2 )  a n o n r e s i d e n t  o r  p a r t - y e a r  r e s i d e n t  i s  a l l o w e d  a d e d u c ­

t i o n  e q u a l  t o  t h e  p e r s o n a l  e x e m p t io n  d e d u c t i o n  as  d e f i n e d  i n  s e c .  151 

o f  t h e  I n t e r n a l  R even u e  Code i n  th e  p r o p o r t i o n  p r o v i d e d  i n  ( b )  o f  t h i s
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s e c t i o n  [ENTITLED TO CLAIM THE PERSONAL EXEMPTIONS AS DEFINED IN  SEC. 

151 OF THE INTERNAL REVENUE CODE IN  THE PROPORTION PROVIDED IN  ( b )  OF 

TH IS  S E C T IO N ] ;

( 3 )  a n o n r e s i d e n t  o r  p a r t - y e a r  r e s i d e n t  who has e x c e s s  

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

d e d u c t i o n s  [ IT E M IZE S  DEDUCTIONS IS  ALLOWED A DEDUCTION FOR THOSE ITEMS 

DEDUCTIBLE UNDER THE INTERNAL REVENUE CODE WHICH AR ISE  FROM SOURCES IN  

THE S T A T E ]1

( 4 )  " A l a s k a  i t e m i z e d  d e d u c t i o n s "  as  u s e d  i n  t h i s  s e c t i o n  

a r e  t h o s e  i t e m i z e d  d e d u c t i o n s  a l l o w e d  u n d e r  th e  I n t e r n a l  R ev en u e  Code 

w h ic h  a r i s e  f r o m  s o u r c e s  in  th e  s t a t e  e x c e p t  t h o s e  i t e m s  d e s c r i b e d  i n  

s e c .  3 1 ( c )  o f  t h i s  c h a p t e r ;  " e x c e s s  A la s k a  i t e m i z e d  d e d u c t i o n s "  means 

t h e  e x c e s  : ( i f  a n y )  o f :

(A )  A l a s k a  i t e m i z e d  d e d u c t i o n s ,  o v e r

(B )  t h e  minimum d e d u c t i o n  as d e f i n e d  i n  s e c .  3 1 ( a ) ( 4 )  

o f  t h i s  c h a p t e r .

*  S e c .  3 .  ( a )  I n s t e a d  o f  a l l o w i n g  th e  t a x p a y e r  t o  c l a i m  th e  minimum

d e d u c t i o n  a l l o w e d  u n d e r  AS 4 3 . 2 0 . 0 3 1 ( a ) ( 4 )  f o r  1977, t h e  D ep a r tm en t  o f  

R e v e n u e  s h a l l  r e f u n d  th e  o v e rp a y m e n t  o f  t a x e s  p a id  by  i n d i v i d u a l  t a x p a y e r s  

u n d e r  AS 4 3 .2 0  f o r  t h e  1977 t a x  y e a r  as a r e s u l t  o f  t h e  1977 amendm ents t o  

s e c .  63 o f  t h e  1954 I n t e r n a l  R ev en u e  C od e ,  26 U .S .C .  s e c .  63 , made b y  s e c .  

1 0 2 ( a )  o f  P .  L .  9 5 -3 0  w h ic h  r e p e a l e d  th e  s t a n d a r d  d e d u c t i o n  and r e p l a c e d  i t  

w i t h  th e  minimum d e d u c t i o n  a t  t h e  f e d e r a l  l e v e l .  The r e f u n d  s h a l l  b e  

d e t e r m in e d  w i t h o u t  r e g a r d  t o  p r o v i s i o n s  u n d e r  AS 4 3 .2 0  f o r  in com e  a v e r a g i n g ,  

a l t e r n a t i v e  t a x  on c a p i t a l  g a i n s ,  maximum t a x  on e a r n e d  in c o m e ,  minimum t a x  

on t a x  p r e f e r e n c e s ,  o r  a l l o w a b l e  c r e d i t s  c l a im e d  on th e  o r i g i n a l  r e t u r n .

The amount o f  t h e  r e f u n d  s h a l l  b e  c a l c u l a t e d  by  s u b t r a c t i n g  th e  t a x  as 

com p u ted  u n d e r  th e  a p p r o p r i a t e  t a x  r a t e s ,  as  p r o v i d e d  u n d e r  ( 1 ) ,  ( 2 ) ,  o r

( 3 )  o f  t h i s  s u b s e c t i o n ,  on th e  A l a s k a  t a x a b l e  in com e  ( a l l o w i n g  a d e d u c t i o n  
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i n  t h e  amount o f  t h e  a p p r o p r i a t e  " z e r o  b r a c k e t  a m ou n t"  as d e f i n e d  u n d e r  

s e c .  63 o f  t h e  I n t e r n a l  R ev en u e  C o d e )  f r o m  t h e  amount o f  t a x  w h ic h  w o u ld  

h a v e  b e e n  im p o s e d  u n d e r  AS 4 3 .2 0  on t a x a b l e  in com e  i f  t h e  amendments c o n ­

t a i n e d  i n  t h i s  A c t  w e r e  n o t  i n  e f f e c t  f o r  t h e  1977 t a x  y e a r .  I n  c a l c u l a t i n g  

t h e  amount o f  t h e  r e f u n d ,  t h e  f o l l o w i n g  t a x  r a t e s  s h a l l  b e  u s e d :

( 1 )  r e f u n d s  f o r  s i n g l e  t a x p a y e r s  and m a r r i e d  t a x p a y e r s  f i l ­

i n g  s e p a r a t e  r e t u r n s  n o t  q u a l i f y i n g  f o r  r a t e s  i n  AS 4 3 . 2 0 . 0 1 1 ( b )  o r  ( c )  

s h a l l  b e  c a l c u l a t e d  as i f  t h e  t a x p a y e r  u s e d  t h e  r a t e  in  AS 4 3 . 2 0 . 0 1 1 ( a )  on 

h i s  o r i g i n a l  f i l i n g ;

( 2 )  r e f u n d s  f o r  m a r r i e d  t a x p a y e r s ,  f i l i n g  j o i n t  r e t u r n s ,  

and c e r t a i n  w id o w s  and w id o w e r s  who q u a l i f y  u n d e r  t h e  p r o v i s i o n s  o f  AS 

4 3 . 2 0 . 0 1 1 ( b )  s h a l l  b e  c a l c u l a t e d  as  i f  t h e  t a x p a y e r  u sed  t h e  r a t e s  in  t h a t  

s u b s e c t i o n  on h i s  o r i g i n a l  f i l i n g ;

( 3 )  r e f u n d s  f o r  u n m a r r ie d  ( o r  l e g a l l y  s e p a r a t e d )  t a x p a y e r s  

v/ho q u a l i f y  as  h ea d s  o f  h o u s e h o ld  u n d e r  th e  p r o v i s i o n s  o f  AS 4 3 . 2 0 . 0 1 1 ( c )  

s h a l l  b e  c a l c u l a t e d  as  i f  t h e  t a x p a y e r  u s e d  th e  r a t e s  in  t h a t  s u b s e c t i o n  on 

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

( b )  N o t w i t h s t a n d i n g  ( a )  o f  t h i s  s e c t i o n ,  in  th e  c a s e  o f  n o n ­

r e s i d e n t  o r  p a r t - y e a r  i n d i v i d u a l s  who do n o t  h a v e  e x c e s s  i t e m i z e d  d e d u c ­

t i o n s  th e  amount o f  t h e  r e f u n d  s h a l l  b e  b a s e d  upon th e  a p p r o p r i a t e  " z e r o  

b r a c k e t  a m ou n t"  as d e f i n e d  u n d e r  s e c .  63 o f  t h e  I n t e r n a l  R ev en u e  Code 

p r o r a t e d  as  p r o v i d e d  b y  AS 4 3 . 2 0 . 0 3 5 ( b ) .

( c )  T h i s  r e f u n d  a p p l i e s  t o  e v e r y  i n d i v i d u a l  t a x p a y e r  f i l i n g  a 

r e t u r n  u n d e r  AS 4 3 .2 0  f o r  a t a x  y e a r  b e g i n n i n g  i n  t h e  c a l e n d a r  y e a r  o f  

1-977. In  no c a s e  may t h e  r e f u n d  e x c e e d  t h e  t a x  b a s e d  on AS 4 3 .2 0 .0 1 1  l e s s  

c r e d i t s  a l l o w a b l e  u n d e r  AS 4 3 .2 0  a s  f i n a l l y  d e t e r m in e d  by  t h e  d e p a r tm e n t .

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

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

Ln  t h e  s a m e  m a n n e r  a s  t h e  o r i g i n a l  t a x .
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( e )  I n t e r e s t  s h a l l  b e  a l l o w e d  and p a i d  on any  r e f u n d  made u n d e r  

t h i s  s e c t i o n  as p r o v i d e d  f o r  i n  AS 4 3 . 0 5 .2 8 0 .

* S e c .  4 . The  r e f u n d  p r o v i d e d  f o r  i n  s e c .  3 o f  t h i s  A c t  i s  t h e  s o l e  

means o f  u s in g  t h e  minimum d e d u c t i o n  e s t a b l i s h e d  in  AS 4 3 . 2 0 . 0 3 1 ( a ) ( 4 )  

(u n d e r  s e c s .  1 and 2 o f  t h i s  A c t )  f o r  in com e  t a x  r e t u r n s  c o v e r i n g  t a x  y e a r s  

b e g i n n i n g  on  o r  a f t e r  J a n u a ry  1, 1977 b u t  b e f o r e  J a n u a ry  1, 1978.

*  S e c .  5 .  S e c t i o n s  1 and 2 o f  t h i s  A c t  a r e  r e t r o a c t i v e  t o  J a n u a ry  1 , 

1977.

*  S e c .  6 .  T h i s  A c t  t a k e s  e f f e c t  im m e d ia t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . -  

1 0 . 0 7 0 ( c ) .
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F R A N K  S E X S M I T H  B A X T E R

Certified  Pub lic  Accountant

(907) 789-2191

Suite 102, Carmag Building 
9099 Glacier H ighway F e b r u a r y  1 ,  1 9 7 8

P.O. Box 2767 
Juneau, Alaska 99803

H o n o r a b l e  J o h n  C .  S a c k e t t  
C h a i r m a n
S e n a t e  F i n a n c e  C o m m i t t e e  
A l a s k a  S t a t e  S e n a t e  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  S a c k e t t :

W h en  I  a s k e d  t o  b e  n o t i f i e d  o f  t h e  t i m e  r e g a r d i n g  t h e  S e n a t e  
F i n a n c e  C o m m i t t e e  h e a r i n g  o n  t h e  s u b j e c t  b i l l ,  I  w a s  t o l d  i t  
w a s  t h i r d  o n  t h e  a g e n d a ,  T h u r s d a y ,  F e b r u a r y  2 ,  b u t  a  s p e c i f i c  
t i m e  c o u l d  n o t  b e  s e t .  P l e a s e  a c c e p t  t h i s  a s  m y t e s t i m o n y .

I n  H o u s e  F i n a n c e  C o m m i t t e e  h e a r i n g s ,  I  h e l d  t h e  o p i n i o n  t h a t  
t h e  s u g g e s t e d  p r o c e d u r e  t o  b e  u s e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e ,  
t h a t  i s ,  r e f u n d i n g  f r o m  a  r e t u r n  a u t o m a t i c a l l y ,  c r e a t e d  u n d u e  
h a r d s h i p  o n  A l a s k a n  t a x p a y e r s .  I n  m a n y  c a s e s ,  t h e  t a x p a y e r  
w o u l d  h a v e  t o  a c t u a l l y  p a y  p r i o r  t o  b e i n g  i n c l u d e d  i n  t h e  
s y s t e m .  S om e  c a n  i l l  a f f o r d  t o  d o  s o .

T h e  u s e  o f  t h e  e n c l o s e d  f o r m ,  o r  o n e  s i m i l a r ,  w o u l d  a l l o w  
t a x p a y e r s  t o  f i l e  c o r r e c t l y — t h e  f i r s t  t i m e .  I  h o p e  t h i s  
s u g g e s t e d  p r o c e d u r e  w i l l  b e  u t i l i z e d  b y  t h e  D e p a r t m e n t ,  r a t h e r  
t h a n  t h e i r  o r i g i n a l  p r o p o s a l .

S i n c e r e l y ,

S u b j e c t :  SB  4 2 7  r e g a r d i n g  A l a s k a  I n c o m e  T a x

F R A N K  S E X S M IT H  B A X T E R  
C e r t i f i e d  P u b l i c  A c c o u n t a n t

E n c l o s u r e

F S B / h



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

t h i s  f o r m  w i c h  y o u r  1 9 7 7  A l a s k a  i n c o m e  t a x  r e t u r n .

T a x a b l e  I n c o m e  ( L i n e  1 4 )  14

I f  y o u  c h e c k e d  F o r m  1 0 4 0 ,

B o x  2 o r  5 ,  e n t e r  $ 3 , 2 0 0 ;

B o x  1 o r  4 ,  e n t e r  $ 2 , 2 0 0 ;

B o x  3 ,  e n t e r  $ 1 , 6 0 0 .  14a

R e v i s e d  A l a s k a  T a x a b l e  I n c o m e  14b
( S u b t r a c t  14a fro m  14. )

N O W , g o  t o  t a x  t a b l e s  t o  f i g u r e  y o u r  t a x  a n d  c o n t i n u e  t o  u s e  

y o u r  o r i g i n a l  f o r m s .
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Introduced: 1/19/78
Referred: State Affairs and
Finance

BY THE SPECIAL COMMITTEE FOR
IN  THE HOUSE MARINE TRANSPORTATION OVERSIGHT

HOUSE B IL L  NO. 665 

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE -  SECOND SESSION 

A B IL L

F o r  an A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  t o  t h e  A l a s k a  M a r in e  T r a n s p o r t a t i o n

A d v i s o r y  B o a r d . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1. AS 19 i s  amended b y  a d d in g  a new  c h a p t e r  t o  r e a d :

CHAPTER 75. ALASKA MARINE TRANSPORTATION ADVISORY BOARD.

S e c .  1 9 . 7 5 .0 1 0 .  DECLARATION OF P O L IC Y . T h e  s t a t e  f e r r y  s y s t e m ,  

o p e r a t e d  b y  t h e  d i v i s i o n  o f  m a r in e  t r a n s p o r t a t i o n  in  t h e  D e p a r tm e n t  o f  

T r a n s p o r t a t i o n  and P u b l i c  F a c i l i t i e s ,  i t s  m anagem en t ,  o f f i c e r s ,  c r e w s ,  

v e s s e l s ,  t e r m i n a l s ,  r o u t e s  and o t h e r  f a c i l i t i e s  and s e r v i c e s ,  i s  a 

m o v in g  h ig h w a y  com m only known as  t h e  A l a s k a  M a r in e  H ig h w a y .  I t  i s  a 

s u b s t i t u t e  f o r  a n e t w o r k  o f  r o a d s  and h ig h w a y s  a l o n g  and th r o u g h  th e  

m a r i t im e  a r e a s  o f  th e  s t a t e  w h e re  g e o g r a p h y  m akes th e  c o n s t r u c t i o n  and 

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

e n v i r o n m e n t a l l y  u nsou n d , and i m p r a c t i c a l  f r o m  an e n g i n e e r i n g  s t a n d p o i n t .  

I t  i s  t h e  p u r p o s e  o f  t h i s  c h a p t e r  t o  p r o v i d e  u s e r s  o f  t h e  s t a t e  f e r r y  

s y s te m  and t h e  t a x p a y e r s  o f  t h e  s t a t e  w i t h  a f e r r y  s e r v i c e  o p e r a t e d  and 

managed as  a p u b l i c  s e r v i c e  f o r  t h e i r  b e n e f i t  u n d e r  a f a i r  and r e a s o n ­

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

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

I t  i s  a l s o  th e  p u rp o s e  o f  t h i s  c h a p t e r  t o  make c e r t a i n  t h a t  t h e  s t a t e  

f e r r y  s y s t e m  i s  p r o p e r l y  d e v e l o p e d  and o p e r a t e d ,  i n  c o o r d i n a t i o n  w i t h  

o t h e r  t r a n s p o r t a t i o n  modes and s e r v i c e s ,  t o  a s s u r e  th e  t r a v e l i n g  p u b l i c  

c o m p le t e  and d e p e n d a b le  m a r in e  t r a n s p o r t a t i o n  s e r v i c e s ,  and t h a t  t h e  

s t a t e  f e r r y  s y s t e m  i s  o p e r a t e d  i n  th e  p u b l i c  i n t e r e s t .
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T h e r e  i s  c r e a t e d  w i t h i n  th e  D e p a r tm e n t  o f  T r a n s p o r t a t i o n  and P u b l i c  

F a c i l i t i e s  t h e  A l a s k a  M a r in e  T r a n s p o r t a t i o n  A d v i s o r y  B o a rd .

S e c .  1 9 . 7 5 .0 3 0 .  MEMBERSHIP AND VACANCIES. The b o a r d  c o n s i s t s  o f  

f i v e  members a p p o i n t e d  b y  t h e  g o v e r n o r .  A t  l e a s t  t h r e e  members must b e  

f r o m  c o m m u n it ie s  i n  t h e  s t a t e  s e r v e d  b y  t h e  m a r in e  h ig h w a y  s y s t e m .  The  

a p p o in tm e n t  o f  e a c h  member i s  s u b j e c t  t o  c o n f i r m a t i o n  b y  a m a j o r i t y  o f  

t h e  l e g i s l a t u r e .  Members s e r v e  a t  t h e  p l e a s u r e  o f  t h e  g o v e r n o r  f o r  

f i v e - y e a r  t e r m s .  T h ey  must b e  r e s i d e n t s  o f  t h e  s t a t e  and q u a l i f i e d  

v o t e r s  a t  t h e  t im e  o f  t h e i r  a p p o in tm e n t  and s h a l l  c o m p ly  w i t h  t h e  r e ­

q u i r e m e n t s  o f  AS 3 9 .5 0  ( c o n f l i c t  o f  i n t e r e s t ) .  The  members f i r s t  

a p p o in t e d  s h a l l  h a v e  t e rm s  o f  o n e ,  tw o ,  t h r e e ,  f o u r ,  and  f i v e  y e a r s  

r e s p e c t i v e l y .  Each member s h a l l  h o l d  o f f i c e  f o r  t h e  t e rm  o f  h i s  a p p o i n t  

m ent and  u n t i l  h i s  s u c c e s s o r  has  b e e n  a p p o in t e d  and q u a l i f i e d .  A 

member i s  q u a l i f i e d  f o r  r e a p p o in t m e n t .  A v a c a n c y  i n  a m em bersh ip  

o c c u r r i n g  o t h e r  th a n  b y  e x p i r a t i o n  o f  t e rm  s h a l l  b e  f i l l e d  i n  th e  same 

manner as  t h e  o r i g i n a l  a p p o in tm e n t  b u t  o n l y  f o r  t n e  u n e x p i r e d  te rm .

Each member, b e f o r e  e n t e r i n g  upon h i s  d u t i e s ,  s h a l l  t a k e  and s u b s c r i b e  

t o  an  o a t h  t o  p e r f o r m  th e  d u t i e s  o f  h i s  o f f i c e  f a i t h f u l l y ,  i m p a r t i a l l y  

and j u s t l y  t o  t h e  b e s t  o f  h i s  a b i l i t y .  A  r e c o r d  o f  t h e  o a t h  s h a l l  b e  

f i l e d  w i t h  th e  O f f i c e  o f  t h e  G o v e r n o r .

S e c .  1 9 . 7 5 .0 4 0 .  COMPENSATION. The  members o f  t h e  b o a r d  s e r v e  

w i t h o u t  c o m p e n s a t io n ,  b u t  a r e  e n t i t l e d  t o  t r a v e l  and p e r  d iem  e x p e n s e s  

as  p r o v i d e d  i n  AS 3 9 . 2 0 .1 8 0 .

S e c .  1 9 . 7 5 .0 5 0 .  OFFICERS, MEETINGS, RULES, AND QUORUM. ( a )  The 

members s h a l l  e l e c t  on e  o f  t h e i r  number as c h a i rm a n .

( b )  The b o a r d  s h a l l  p r e s c r i b e  i t s  own r u l e s  o f  p r o c e d u r e .  I t  

s h a l l  m e e t  a t  a  t im e  and p l a c e  d e t e r m in e d  b y  th e  c h a irm a n ,  and a t  o t h e r  

t im e s  and  p l a c e s  as t h e  c h a i rm a n ,  o r  a m a j o r i t y  o f  t h e  b o a r d  m em bers,

HB 665 - 2 -
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c o n s i d e r s  n e c e s s a r y .  The b o a r d  s h a l l  h o l d  m e e t in g s  t o  p r o v i d e  an o p p o r -
o  p  c u ' o - X y . ^  o  ^  V  4  K  cr ” s y  cm n v - , 

t u n i t y  f o r  t h e  p u b l i c  t o  comment on ^ an y  p r o p o s e d  t a r i f f  i n c r e a s e s  o r

s c h e d u l i n g  c h a n g e s .

( c )  The p o w e rs  o f  t h e  b o a r d  a r e  v e s t e d  i n  t h e  m em bers , and t h r e e  

members o f  t h e  b o a r d  c o n s t i t u t e  a quorum. A c t i o n  may b e  t a k e n  and 

m o t i o n s  and r e s o l u t i o n s  a d o p t e d  b y  t h e  b o a r d  a t  an y  m e e t i n g  b y  th e  

a f f i r m a t i v e  v o t e  o f  ar. l e a s t  t h r e e  m em bers. A  v a c a n c y  i n  t h e  m em b ersh ip  

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

p o w e rs  and p e r f o r m  a l l  t h e  d u t i e s  o f  t h e  a u t h o r i t y .

S e c .  1 9 . 7 5 .0 6 0 .  DUTIES. The b o a r d  s h a l l  a d v i s e  t h e  g o v e r n o r  and 

t h e  l e g i s l a t u r e  and make re c o m m e n d a t io n s  r e g a r d i n g  th e  o p e r a t i o n ,  i n ­

c l u d i n g  s c h e d u l e s  and t a r i f f s ,  m anagem ent, and p l a n n i n g  and c o n s t r u c t i o n  

o f  f a c i l i t i e s ,  o f  t h e  m a r in e  h ig h w a y  s y s t e m .  B e f o r e  M arch  1 o f  e a c h  

y e a r ,  t h e  b o a r d  s h a l l  s u b m it  t o  t h e  g o v e r n o r  and th e  l e g i s l a t u r e  a 

c o m p r e h e n s i v e  r e p o r t  d e s c r i b i n g  t h e  o p e r a t i o n s ,  r e c o m m e n d a t io n s  made, 

and e x p e n d i t u r e s  f o r  t h e  p r e c e d i n g  y e a r .

*  S e c .  2 .  AS 3 9 . 5 0 . 2 0 0 ( 9 )  i s  amended b y  a d d in g  a new s u b p a r a g r a p h  t o  

r e a d :

(N N ) A l a s k a  M a r in e  T r a n s p o r t a t i o n  A d v i s o r y  B o a rd .

* S e c .  3 .  AS 4 4 . 6 6 . 0 1 0 ( a )  i s  amended b y  a d d in g  a new p a r a g r a p h  t o  r e a d :

( 6 )  A l a s k a  M a r in e  T r a n s p o r t a t i o n  A d v i s o r y  B o a rd  - -  

June 3 0 ,  1982,
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R E Q U E S T
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Requested by H o u s e  F i n a n c e  C o m m i t t e e Date 2 / 1 7 / 7 8

II. F IS C A L  D E T A IL
Agency  A f fe c ted  D e p t ,  o f  T r a n s p o r t a t i o n  & P u b l i c  F a c i l i t i e s  
Program Category A f fe c te d T r a n s p o r t a t i o n ______________________________________
Budget Request Unit(s ) A f fec ted  N e w  BRU

E X P E N D IT U R E S  (Thousands o f  Dollars) 

F Y  77 F Y  78 F Y  79 F Y  80 * F Y  31 * F Y  82

100 P E R S O N A L  S E R V IC E S
200 T R A V E L i - n 1 5 . 0 1 5 . 0

300 C O N T R A C T U A L 3 5 . 0 3 5.0 3 5 . 0  '

400 C O M M O D IT IE S
500 E O U IP M E N T
600 L A N D  & S T R U C T U R E S
700 G R A N T S .  C L A IM S .  ETC.

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

F U N D IN G  (Thousands o f  Dollars)

G E N E R A L  F U N D 5 0 . 0
F E D E R A L  FU N D S

O T H E R  (S p ec i fy )

PO S IT IO N S  

F U L L  T IM E 0

P A R T  T IM E '()

T E M P O R A R Y 0

III. A N A L Y S IS  (See Fiscal N o te  Preparation Instructions, Section I I I )

T R A V E L :  1 5 . 0  w o u l d  f u n d  o n e  m e e t i n g  a  m o n t h  f o r  t h e  f i s c a l  y e a r ,  a s s u m i n g
$ 2 5 0  p e r  m e e t i n g  t r a v e l  a n d  p e r  d i e m  e x p e n s e s  f o r  e a c h  o f  t h e  f i v e  
b o a r d  m e m b e r s .

C O N T R A C T U A L :  3 5 . 0  w o u l d  f u n d  s m a l l  r e s e a r c h  a n d  a n a l y s i s  c o n t r a c t s  o n
s p e c i f i c  m a r i n e  t r a n s p o r t a t i o n  p r o b l e m s  a s  d e t e r m i n e d  n e c e s s a r y  
b y  t h e  B o a r d .

* N O T E : T h e  b u d g e t  h a s  b e e n  p r o j e c t e d  w i t h o u t  i n c r e a s e .  P r e s u m a b l y  t h e  B o a r d
w o u l d  e s t a b l i s h  a  n o r m a l  m e e t i n g  s c h e d u l e  w h i c h  w o u l d  b e  a c c u r a t e l y  
r e f l e c t e d  i n  t h e  t r a v e l  b u d g e t ;  a n d  a f t e r  t h e  f i r s t  y e a r ' s  e x p e r i e n c e ,  
t h e  B o a r d  w o u l d  h a v e  a  b e t t e r  i d e a  r e g a r d i n g  i t s  a n n u a l  a n t i c i p a t e d  
c o n t r a c t u a l  r e q u i r e m e n t s .
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l ~ s [  A l y e s k a  I n s u r a n c e  B r o k e r s

May 15, 1978
301 WEST 64ih AVE.. SUITE 106 

ANCHORAGE. ALASKA  99502 

TELEPHONE: 1907) 279-6589

Mr. S t e v e  Cowper 
Pouch V
Juneau , A la s k a  
99811

D ear S t e v e

I t  i s  my u n d e r s t a n d in g  t h a t  th e  D i r e c t o r  o f  In s u r a n c e  i s  s p o n s o r in g  o r  
a s k in g  f o r  l e g i s l a t i o n  t h a t  p o s s i b l y  w ou ld  s e t  th e  r a t e  f o r  premium 
f i n a n c i n g  o f  i n s u r a n c e  c o n t r a c t s  in  th e  S t a t e  o f  A l a s k a .  One o f  our 
s o u r c e s  o f  premium f i n a n c e  b r o u g h t  t h i s  t o  my a t t e n t i o n .

I  am a t t a c h i n g  a c o p y  o f  a l e t t e r  a d d r e s s e d  t o  J u l iu s  J .  B r e c h t ,  on t h i s  
v e r y  s u b j e c t  w h ich  I  t h in k  c l a r i f y s  i t  b e t t e r  t h a t  I  c o u ld .  Premium f i n a n c e  
i s  a m a jo r  f a c t o r  i n  a l l  in s u r a n c e  a g e n c i e s  i n  a r r a n g i n g  f o r  paym ents  o f  
premiums t o  in s u r a n c e  c o m p a n ie s .  The a g e n t s  t h e m s e lv e s  a r e  n o t  a b l e  t o  
pay as t h e y  c o l l e c t  as was somewhat th e  custom  y e a r s  a g o .  T h e r e f o r e ,  th e y  
have  t o  c o l l e c t  th e  m on ies  w h ich  a re  s u b s t a n t i a l  in  many c a s e s ,  when th e  
p o l i c i e s  a r e  s e t  up. F in a n c e  com pan ies  h ave  b een  a m a jo r  f a c t o r  in  a l l o w ­
in g  th e  a g e n t  and th e  in s u re d  t o  make prom pt p r o p e r  paym ent t o  th e  i n s u r ­
ance  com pan ies  as r e q u i r e d .

I  h ope  t h a t  you  w i l l  e v a l u a t e  t h i s  i t e m  when any such v o t e  i s  made.

S i n c e r e l y



P.O. Box 726 EUGENE, OREGON 97401 TELEPHONE (503) 688-1322

A p r i l  2 5 ,  1 9 7 8

J u l i u s  J .  B r e c h t ,  D i r e c t o r

D i v i s i o n  o f  B a n k i n g ,  S e c u r i t i e s ,  S m a l l  L o a n s  a n d  C o r p o r a t i o n s  

D e p a r t m e n t  o f  C o m m e r c e  &  E c o n o m i c  D e v e l o p m e n t  

P o u c h  " D "

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  M r .  B r e c h t :

T h a n k  y o u  f o r  o u r  c o p y  o f  H o u s e  B i l l  C S  6 6 7  o f f e r e d  o n  A p r i l  1 4 t h  r e g a r d i n g  

P r e m i u m  f i n a n c i n g :

T w o  p r o v i s i o n s ;  l i m i t i n g  t h e  A P R  t o  1 2 %  ( S e c t i o n  0 6 . 4 0 . 1 2 0  C ) ,  a n d  t h e  

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

a u t o  a n d  b o a t  p o l i c i e s  ( S e c t i o n  0 6 . 4 0 . 1 1 0  C )  w o u l d  i n  o u r  j u d g m e n t  d i s c o u r a g  

m o s t  p r e m i u m  f i n a n c e  o p e r a t i o n s  i n  A l a s k a .

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

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

A L a s k a  a t  t h e  1 2 %  A P R  l i m i t .  A l a s k a  b a n k s  m a y  b e  i n t e r e s t e d  a t  t h i s  r a t e .

I t  h a s  b e e n  m y e x p e r i e n c e  a s  a  p a s t  P r e s i d e n t  a n d  c u r r e n t  B o a r d  C h a i r m a n  
o f  a  b a n k  i n  O r e g o n  t h a t  b e c a u s e  o f  t h e  a v e r a g e  s i z e  o f  t h e s e  l o a n s ,  i n  
I1ERJAC a b o u t  $ 1 , 0 0 0 ,  a n d  b a n k  m a n a g e m e n t ' s  l a c k  o f  e x p e r i e n c e  a n d  u n d e r ­
s t a n d i n g  o f  i n s u r a n c e  p r o c e d u r e s ,  t h e y  a r e  u n c o m f o r t a b l e  m a k i n g  s u c h  l o a n s  
w h e n  t h e y  m u s t  u s e  t h e  u n e a r n e d  p o l i c y  p r e m i u m s  a s  c o l l a t e r a l  f o r  t h e  l o a n .

P r e v e n t i n g  c o l l e c t i o n  o f  d e f i c i e n c y  b a l a n c e s  m a y  n o t  c r e a t e  a s  m u ch  o f  a 
p r o b l e m  f o r  a n y  l e n d e r  a s  i L  m i g h t  I o r  t h e  i n s u r a n c e  a g e n c y .  M o s t  l e n d e r s  
w i l l  n o t  a c c e p t  a  c o n t r a c t  f o r  t h e  i i n a n e i n g  o f  a n  i n s u r a n c e  p r e m i u m  w i t h o u t  
h a v i n g  t h e  a g e n t  g u a r a n t e e  r e p a y m e n t  i n  f u l l  r e g a r d l e s s  o f  r e a s o n .  M o s t  
a g e n t s  w o u l d  n o t  w i s h  t o  m a k e  t h i s  k i n d  o f  g u a r a n t e e  w i t h o u t  h a v i n g  r e c o u r s e  
t o  t h e  i n s u r e d .

M a n y  i n s u r e d s  a r e  u n a b l e  t o  o b t a i n  l o a n s  f o r  t h e i r  p o l i c i e s  wi t h o u t  f i n d i n g  
a l e n d e r  t h a t  w i l l  a c c e p t  t h e  u n u s e d  r e t u r n  p r e m i u m s  a s  c o l l a t e r a l ,  f o r  t h e  
l o a n .  W hen  t h e y  a r e  u n a b l e  t o  f i n d  a  l e n d e r  L h e y  a r e  o f t e r  f o r c e d  t o  s e e k  
o t h e r s  a t  r a L e s  t h a t  a r e  l e g a l  u p  t o  a n  A P R  o f  3 6 % .

O u r  c o m p a n y  i s  f o r t u n a t e  a s  w e  h a v e  s u f f i c i e n t  v o l u m e  o u t s i d e  A l a s k a  t o  
m a i n t a i n  a  p r o f i t a b l e  o p e r a t i o n .  T h e  p r e s e n L  l i m i t s  a s  s e t  f o r t h  i n  t h i s  
p r o p o s a l  w o u l d  d i s c o u r a g e  u s ,  a n d  I  s u s p e c t  m a n y  o t h e r s ,  f r o m  c o n t i n u i n g  
f o  s e e k  a n d  p r o v i d e  p r e m i u m  f i n a n c i n g  i n  A1

B E R J A C

F W H / lk

1 O j  V 1/0 AJOC6



COMMITTEE REPORT 

SENATE
U -

F U R T H E R  (  Z d t e a e -
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M r .  P r e s i d e n t :

T h e  C o m m i t t e e  o n C O M M E R C E

D a t e ,  W T v , .  9.
/

h a s  h a d  C S H B  6 6 7

i n s u r a n c e  p r e m i u m  f i n a n c i n g

u n d e r  c o n s i d e r a t i o n  a n d  ( a  m a j o r i t y  o f  t h e  c o m m i t t e e )  ( t h e  c o m m i t t e e  

r e p o r t s  i t  b a c k  a s  f o l l o w s )

(  )  r e c o m m e n d s  i t  d o  p a s s  (  )  r e c o m m e n d s  i t  d o  n o t  p a s s

(  )  r e c o m m e n d s  i t  d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

(  )  r e c o m m e n d s  i t  b e  r e p l a c e d  w i t h  C S  f o r  ______________________________________________

a n d (  )  n e w  t i t l e (  )  s a m e  t i t l e

(  )  A N D  a t t a c h e s  a  L e t t e r  o f  I n t e n t  (  )  N e w  F i s c a l  N o t e

(  ( y  r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n s  ss'n-i.* -,c . . r * v

(  )  a n d  r e c o m m e n d s  i t  b e  r e f e r r e d  t o  t h e C o m m i t t e e

M E M B E R S  S I G N I N G  D O  P A S S : O T H E R  R E C O M M E N D A T I O N S :

7  . / J 'C (  , it  t a ) s
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A M E N D M  E N T

O f f e r e d  i n  t h e  S E N A T E :  B y : S e n a t e  C o m m e r c e

T o :  A m e n d _____________________ S E N A T E  B I L L  N o ,  ___________________________

CS HOUSE B I L L  N o .  _ 6 5 Z _____________________

P a g e :__________ 7_____________________  L i n e : 2 0

W >1
D e l e t e  t h e  n j m b e r  1 2

V. j ,

I n s e r t  t h e  n u m b e r  1 5



EXPENDITURES (Thousands o f Dollars)

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82

100 P E R S O N A L  S E R V IC E S - 0 -  .. . NO- . Ciil_6........ 3 2 .4 3 4 .3 3 6 . 4

?no T R A .V F I - 0 - - 0 - ' . t 4 . 2 . 4 . 5 4 . 8
300 C O N T R  A C T U A L -0 - - 0 - .8 .8 .9 .9

400 c o m m o r -t i e s -U- - 0 - .2 .2 .3 . 3

600 H O I n P M E N T - 0 - - 0 - 1 .5 - 0 - - 0 - - 0 -

600 L A N D  &  S T R U C T U R E S - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

700 G R A N T S .  C L A I M S .  ETC . - 0 - - 0 - - 0 - - 0 - - 0 - -n -
T O T A L

- 0 - - 0 - 37 .1 3 7 .6 4 0 . 0 4 2 . 4

F U N D IN G  (Thousands o f Dollars) •

G E N F R A L  F U N D - n -  .. - n - 2 1 .9 2 1 .6 2 2 .9 2 4 . 3
FED E tvA L  F U N D S - 0 - -.0::____ - 0 - - 0 - -0 - - 0 -
G IF ! c-- -.:•••».. i \ ’ W w ♦. . . • - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

PRC"era:-: p.ec'£ : ? t ? _1 (L2___ Y L 1  . 18 ? 19 8

POSITIONS

F U L L  T IM E - 0 - - 0 - " 1  ' ■ 1 1 1

P A R T  T IM E - 0 - - 0 - - 0 - -XL- . • 0 -  . - n -
T E M P O R A R Y - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

III. ANALYSIS (See Fiscal Note, Preparation Instructions. Section III)

The b i l l  p r o v i d e s  f o r  t h e  l i c e n s i n g  o f  premium f i n a n c e  c o m p a n ie s  and t h a t  t h e y  w i l l

pay t h e  c o s t  o f  e x a m in a t i o n  in  a c c o r d a n c e  w i t h  S e c .  0 6 . 0 1 .0 1 0  ( s e t  o u t  i n  a n o t h e r  b i l l )
So a s s u m in g  a t  l e a s t  one  e x a m in a t i o n  p e r  l i c e n s e e  p e r  y e a r  c o n s i d e r a b l e  r e v e n u e  w o u ld  b °  
g e n e r a t e d .  F o r  e x a m p le ,  a s s u m in g  t h e r e  a r e  a p p r o x i m a t e l y  10 P F C 's  d o i n g  b u s in e s s  i n  th “  
s t a t e ,  and 4 m a n -d a y s  p e r  l i c e n s e e  e x a m in a t i o n  a t  an a v e r a g e  c o s t  o f  $235 p e r  d a y  p p r  
e x a m in e r  ( s a l a r y ,  b e n e f i t s ,  p r o - r a l a  t r a v e l  and p e r  d ie m )  w o u ld  am ou nt  t o  a b o u t  $ 9 , 4 0 0 .
In  a d d i t i o n  t o  t h i s  e s t i m a t e d  t i m e ,  a member o f  t h e  d i v i s i o n  b a n k in g  s t a f f  w ou ld  h a v e  
t o  sp e n d  t i m e  r e s p o n d i n g  t o  i n q u i r i e s  f r o m  th e  p u b l i c  c o n c e r n i n g  P F C 's  and t a k e  c a r e  o f  
o t h e r  a d m i n i s t r a t i v e  m a t t e r s  r e l a t i n g  t o  PFC r e g u l a t i o n .  I e s t i m a t e  a t  l e a s t  o n e - t h i r d  
o f  an e x a m in e r  w o u ld  b e  n e c e s s a r y  t o  t a k e  c a r e  o f  th e  f u l l  a d m i n i s t r a t i o n  o f  t h e  PFC 
A c t .  A t  p r e s e n t  t h e  bank e x a m in e r  s t a f f  c o u ld  e a s i l y  u se  an a d d i t i o n a l  t w o - t h i r d s  o f  
an e x a m in e r  t o  t a k e  c a r e  o f  s t a t i s t i c a l  m a t t e r s  r e l a t i n g  t o  new ^bank  and b ra n c h  bank 
a p p l i c a t i o n s ,  r e p o r t s ,  e t c .

1/26/78  •• t
IV. I H T K   ___________  p r m p a uIIP B Y  ! L¥s..M . Q l l * i ? c t o r  ... _•

A G E N C Y  Piaji'fdnu >.3.ocjjr.i.ti.cfL^S:!L'LlL-L(!ans.A_Ca!'jiD.r.a.tiQ.as.

: !.<.visk:!ivo Finance P H O N E  ________________





BY THE COMMERCE COMMITTEE
IN  THE HOUSE BY REQUEST

HOUSE B IL L  NO. 667 

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - SECOND SESSION 

A B IL L

F o r  an A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  t o  in s u r a n c e  p rem ium  f i n a n c i n g . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1. AS 06 i s  amended b y  a d d in g  a new c h a p t e r  t o  r e a d :

CHAPTER 35 . PREMIUM FINANCING ACT.

S e c .  0 6 .3 5 .0 1 0 .  LICENSE REQUIRED. E x c e p t  as p t o v i d e d  i n  s e c .  20 

o f  t h i s  c h a p t e r ,  no p e r s o n  may e n g a g e  in  th e  b u s in e s s  o f  f i n a n c i n g  

prem ium s on in s u r a n c e  s o l d  i n  t h i s  s t a t e  o r  r i s k s  l o c a t e d  i n  t h i s  s t a t e ,  

e i t h e r  d i r e c t l y  o r  i n d i r e c t l y ,  o r  o t h e r w i s e  a c t  as a  prem ium f i n a n c e  

company i n  t h i s  s t a t e  w i t h o u t  b e in g  l i c e n s e d  b y  th e  d e p a r tm e n t .

S e c .  0 6 .3 5 .0 2 0 .  A P P L IC A B IL IT Y .  T h i s  c h a p t e r  d o e s  n o t  a p p l y  t o

( 1 )  any i n s u r e r  a u t h o r i z e d  t o  t r a n s a c t  b u s in e s s  i n  t h i s  s t a t e  

w i t h  r e s p e c t  t o  prem iums on p o l i c i e s  w h ic h  th e  i n s u r e r  i s s u e s ;

( 2 )  any b an k , t r u s t  com pany, s a v i n g s  a s s o c i a t i o n ,  o r  o t h e r  

f i n a n c i a l  i n s t i t u t i o n  s u b j e c t  t o  t h e  o t h e r  c h a p t e r s  o f  t h i s  t i t l e  and 

a u t h o r i z e d  t o  t r a n s a c t  b u s in e s s  in  t h i s  s t a t e  t h a t  d o e s  n o t  p o s s e s s  o r  

a c q u i r e  any  r i g h t ,  t i t l e  o r  i n t e r e s t  w i t h  r e s p e c t  t o  t h e  in s u r a n c e  

p o l i c y  f o r  w h ic h  th e  prem iums a r e  f i n a n c e d  o t h e r  th a n  in  th e  p r o c e e d s  o f  

i t  i n  th e  e v e n t  o f  l o s s ;

( 3 )  t h e  i n c l u s i o n  o f  a c h a r g e  f o r  i n s u r a n c e  in  c o n n e c t i o n  

w i t h  an i n s t a l l m e n t  s a l e  i n  a c c o r d a n c e  w i t h  AS 4 5 . 1 0 ;  and

( 4 )  p e r s o n s  l i c e n s e d  u n d er  AS 2 1 .2 7  f i n a n c i n g  o n l y  t h e i r  own 

a c c o u n t s  i f  t h e y  a r e  i n  c o m p l ia n c e  w i t h  AS 2 1 . 3 6 .1 2 2 .

S e c .  0 6 .3 5 .0 3 0 .  BOND. ( a )  The  a p p l i c a n t  s h a l l  f i l e  w i t h  th e  

a p p l i c a t i o n  a bond  t o  be  a p p r o v e d  b y  th e  d e p a r tm e n t  i n  w h ic h  th e
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a p p l i c a n t  s h a l l  b e  th e  o b l i g o r ,  i n  t h e  sum o f  $ 5 ,0 0 0  w i t h  on e  o r  m ore 

s u r e t i e s .  The  b ond  s h a l l  b e  f o r  t h e  u s e  o f  t h e  s t a t e  and any  p e r s o n  who 

may h a v e  a c a u s e  o f  a c t i o n  a g a i n s t  t h e  o b l i g o r  u n d e r  t h i s  c h a p t e r .  The  

bon d  s h a l l  s t a t e  t h a t  t h e  o b l i g o r  w i l l  f a i t h f u l l y  c o n fo r m  t o  and a b id e  

b y  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r  and o f  a l l  r e g u l a t i o n s  l a w f u l l y  made 

b y  t h e  d e p a r t m e n t ,  and w i l l  p a y  t o  t h e  s t a t e  and t o  any  p e r s o n  a l l  money 

t h a t  may becom e due o r  o w in g  t o  t h e  s t a t e  o r  t o  t h e  p e r s o n  f r o m  t h e  

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

( b )  I f  a t  an y  t im e  t h e  c o m m is s io n e r  f i n d s  t h a t  t h e  bond  i s  u n ­

s a t i s f a c t o r y  f o r  an y  r e a s o n ,  he  may r e q u i r e  t h e  l i c e n s e e  t o  f i l e ,  w i t h i n  

10 d a y s  a f t e r  t h e  r e c e i p t  o f  a w r i t t e n  demand f o r  i t ,  an a d d i t i o n a l  bond  

c o m p ly in g  w i t h  t h e  p r o v i s i o n s  o f  ( a )  o f  t h i s  s e c t i o n .

S e c .  0 6 . 3 5 .0 4 0 .  ANNUAL LICENSE FEE. On o r  b e f o r e  D ecem ber 20 o f  

e a c h  y e a r ,  e a c h  l i c e n s e e  s h a l l  p a y  a f e e  o f  $200 t o  th e  d e p a r tm e n t  as  an 

a n n u a l  l i c e n s e  f e e  f o r  t h e  n e x t  s u c c e e d in g  c a l e n d a r  y e a r .  A t  t h a t  same 

t im e  t h e  l i c e n s e e  s h a l l  f i l e  w i t h  t h e  d e p a r tm e n t  a new b ond  w h ic h  com­

p l i e s  w i t h  s e c .  30 o f  t h i s  c h a p t e r .

S e c .  0 6 . 3 5 .0 5 0 .  A PPL IC AT IO N  FOR L ICENSE; FEE. ( a )  A p p l i c a t i o n  

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

p r e s c r i b e d  b y  t h e  d e p a r tm e n t .

( b )  A l l  r e a s o n a b l e  i n v e s t i g a t i o n  e x p e n s e s  i n c u r r e d  by  th e  d e p a r t ­

ment i n  p r o c e s s i n g  an a p p l i c a t i o n  f o r  a p p r o v a l  o f  a p r o p o s e d  prem ium  

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

d a n c e  w i t h  AS 0 6 . 0 1 .0 1 0 ,  A t  t h e  t im e  o f  s u b m i t t i n g  t h e  a p p l i c a t i o n  t o  

t h e  d e p a r t m e n t ,  t h e  a p p l i c a n t  s h a l l  p a y  t o  t h e  d e p a r tm e n t  $500 i n  p a r ­

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

I f  t h e  i n v e s t i g a t i o n  e x p e n s e s  i n c u r r e d  b y  th e  d e p a r tm e n t  do n o t  e x c e e d  

$500 , t h e  r e m a in d e r  s h a l l  b e  p r o m p t l y  r e f u n d e d  t o  t h e  a p p l i c a n t .

( c )  The  p e r s o n  t o  whom t h e  l i c e n s e  may b e  o r  i s  i s s u e d  s h a l l  f i l e  
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sw orn  a n s w e rs  t o  i n t e r r o g a t o r i e s  r e q u i r e d  b y  t h e  c o m m is s io n e r .  The 

c o m m is s io n e r  s h a l l  h a v e  a u t h o r i t y ,  a t  a n y  t i m e ,  t o  r e q u i r e  th e  l i c e n s e e  

f u l l y  t o  d i s c l o s e  th e  i d e n t i t y  o f  a l l  d i r e c t o r s ,  p a r t n e r s ,  o f f i c e r s  and 

m a n a g e r i a l  e m p lo y e e s ,  and  he  m ay, i n  h i s  d i s c r e t i o n ,  r e f u s e  t o  i s s u e  o r  

c o n t i n u e  a l i c e n s e  i n  t h e  name o f  any  f i r m  o r  c o r p o r a t i o n  i f  h e  d e t e r ­

m in e s  t h a t  an y  o f f i c e r ,  e m p lo y e e ,  s t o c k h o l d e r  o r  p a r t n e r  o f  t h e  f i r m  o r  

c o r p o r a t i o n  who may m a t e r i a l l y  i n f l u e n c e  th e  l i c e n s e e ' s  c o n d u c t  d o e s  n o t  

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

( d )  A l l  prem ium  f i n a n c e  l i c e n s e s  s h a l l  c o n t i n u e  i n  f o r c e  u n t i l

s u s p e n d e d  o r  r e v o k e d ,  s u b j e c t  t o  t h e  paym en t  b y  th e  l i c e n s e e  o f  t h e  

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

p r o v i s i o n s  o f  t h i s  c h a p t e r .

S e c .  0 6 . 3 5 .0 6 0 .  PLACE OF BUSINESS. ( a )  A l i c e n s e e  may m a in t a in  

o n l y  one  p l a c e  o f  b u s in e s s  u n d e r  h i s  l i c e n s e .  The d e p a r tm e n t  may i s s u e  

m ore  th a n  one  l i c e n s e  t o  th e  same l i c e n s e e  upon a p p l i c a t i o n  and com­

p l i a n c e  b y  th e  l i c e n s e e  w i t h  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r  g o v e r n i n g  

t h e  o r i g i n a l  i s s u a n c e  o f  a  l i c e n s e .

( b )  W h en eve r  a l i c e n s e e  c h a n g e s  h i s  p l a c e  o f  b u s in e s s  t o  a n o t h e r  

l o c a t i o n ,  he s h a l l  g i v e  w r i t t e n  n o t i c e  t o  t h e  d e p a r t m e n t .  The d e p a r t ­

ment s h a l l  a t t a c h  t h e  w r i t t e n  n o t i c e  o f  t h e  c h a n g e  t o  t h e  l i c e n s e  t o ­

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

u n d e r  t h e  l i c e n s e  a t  t h e  new l o c a t i o n .

S e c .  0 6 . 3 5 .0 7 0 .  IN VESTIG ATIO N : Q U ALIFICATIONS FOR L ICENSE. ( a )

Upon th e  f i l i n g  o f  an a p p l i c a t i o n  and paym en t o f  t h e  i n v e s t i g a t i o n  f e e

s p e c i f i e d  i n  s e c .  5 0 (b )  o f  t h i s  c h a p t e r ,  t h e  c o m m is s io n e r  s h a l l  c o n d u c t  

an i n v e s t i g a t i o n  o f  an a p p l i c a n t  and  s h a l l  i s s u e  a prem ium  f i n a n c e  com­

p an y  l i c e n s e  i f  t h e  a p p l i c a n t  m e e ts  t h e  r e q u i r e m e n t s  o f  t h i s  c h a p t e r .

I f  t h e  c o m m is s io n e r  d oes  n o t  s o  f i n d ,  he s h a l l ,  w i t h i n  30 days  a f t e r  he 

h as  r e c e i v e d  t h e  a p p l i c a t i o n ,  a t  t h e  r e q u e s t  o f  t h e  a p p l i c a n t ,  g i v e  th e



a p p l i c a n t  a f u l l  h e a r i n g .

( b )  T h e  c o m m is s io n e r  s h a l l  i s s u e  a l i c e n s e  t o  an a p p l i c a n t  when he 

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

( 1 )  i s  c o m p e te n t  and t r u s t w o r t h y  and i n t e n d s  t o  a c t  i n  g o o d

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

( 2 )  h as  a g o o d  b u s in e s s  r e p u t a t i o n  and has  had  e x p e r i e n c e ,  

t r a i n i n g ,  o r  e d u c a t i o n  so  a s  t o  b e  q u a l i f i e d  i n  t h e  b u s in e s s  f o r  w h ic h  

t h e  l i c e n s e  i s  a p p l i e d ;  and

( 3 )  i f  a c o r p o r a t i o n ,  i s  a c o r p o r a t i o n  i n c o r p o r a t e d  u n d e r  th e  

la w s  o f  t h i s  s t a t e  o r  a f o r e i g n  c o r p o r a t i o n  a u t h o r i z e d  t o  t r a n s a c t  

b u s in e s s  i n  t h i s  s t a t e .

S e c .  0 6 . 3 5 .0 8 0 .  REVOCATION AND SUSPENSION OF LICENSE. The com m is­

s i o n e r  may r e v o k e  o r  s u s p e n d  t h e  l i c e n s e  o f  any  l i c e n s e e  w hen , upon

c o m p l e t i o n  o f  an i n v e s t i g a t i o n ,  t h e  c o m m is s io n e r  d e t e r m in e s  t h a t

( 1 )  t h e  l i c e n s e  i s s u e d  t o  t 1 • company was o b t a i n e d  by  f r a u d ;

( 2 )  t h e r e  was m i s r e p r e s e n t a t i o n  i n  th e  a p p l i c a t i o n  f o r  t h e

l i c e n s e ;

( 3 )  t h e  h o l d e r  o f  t h e  l i c e n s e  has  o t h e r w i s e  shown h i m s e l f  

u n t r u s t w o r t h y  o r  in c o m p e t e n t  t o  a c t  as  a prem ium  f i n a n c e  com pany; o r

( 4 )  t h e  l i c e n s e e  h as  v i o l a t e d  any  o f  t h e  p r o v i s i o n s  o f  t h i s

c h a p t e r .

S e c .  0 6 . 3 5 .0 9 0 .  ADVERTISING OF MISLEADING STATEMENTS PROHIBITED; 

DISCLOSURE OF INTEREST. ( a )  No p e r s o n  may a d v e r t i s e ,  p r i n t ,  d i s p l a y ,  

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

p r i n t e d ,  d i s p l a y e d ,  p u b l i s h e d ,  d i s t r i b u t e d ,  o r  b r o a d c a s t ,  i n  any m anner, 

an y  s t a t e m e n t  o r  r e p r e s e n t a t i o n  w i t h  r e g a r d  t o  th e  r a t e s ,  t e r m s ,  o r  c o n ­

d i t i o n s  f o r  t h e  l e n d i n g  o f  m oney , c r e d i t ,  g o o d s ,  o r  t h i n g s  i n  a c t i o n

w h ic h  i s  f a l s e ,  m i s l e a d i n g ,  o r  d e c e p t i v e .

( b )  The  l i c e n s e e  o r  l e n d e r  s h a l l  s t a t e  t h e  i n t e r e s t  r a t e  c h a r g e d  
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i n  a prem ium f i n a n c e  a g r e e m e n t  f u l l y  and c l e a r l y  a s  an a n n u a l  p e r c e n t a g e  

r a t e .

S e c .  0 6 .3 5 .1 0 0 .  RECORD KEEPING; EXAMINATION OF RECORDS. ( a )

E v e r y  l i c e n s e e  s h a l l  m a in t a in  r e c o r d s  o f  i t s  prem ium  f i n a n c e  t r a n s ­

a c t i o n s ,  and t h e  r e c o r d s  s h a l l  b e  o p e n  t o  e x a m in a t i o n  and i n v e s t i g a t i o n  

by th e  c o m m is s io n e r  a t  t h e  o f f i c e  o f  t h e  l i c e n s e e .  A l l  r e c o r d s  p e r ­

t a i n i n g  t o  in s u r a n c e  c o n t r a c t s  f i n a n c e d  b y  A la s k a  r e s i d e n t s  s h a l l  be  

m a in t a in e d  o r  r e a d i l y  a v a i l a b l e  i n  t h e  l i c e n s e e ' s  o f f i c e .  The com m is­

s i o n e r  may, a t  any  r e a s o n a b l e  t im e ,  r e q u i r e  th e  l i c e n s e e  t o  b r i n g  

r e c o r d s  p e r t a i n i n g  t o  prem ium  f i n a n c e  a g r e e m e n t s  t o  h i s  o f f i c e  f o r  

e x a m in a t i o n .  The e x p e n s e s  i n c u r r e d  by  t h e  d e p a r tm e n t  i n  c o n d u c t in g  an 

e x a m in a t i o n  s h a l l  b e  c h a r g e d  t o  and p a i d  b y  th e  l i c e n s e e  i n  a c c o r d a n c e  

w i t h  AS 0 6 .0 1 .0 1 0 .

( b )  E v e r y  l i c e n s e e  s h a l l  p r e s e r v e  i t s  r e c o r d s  o f  prem ium f i n a n c e  

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

y e a r s  a f t e r  m ak ing  th e  f i n a l  e n t r y  r e l a t i n g  t o  any  prem ium  f i n a n c e  

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

c o m p l ia n c e  w i t h  t h i s  r e q u i r e m e n t .

( c )  Each l i c e n s e e  s h a l l ,  on o r  b e f o r e  M arch  15 o f  e a c h  y e a r ,  f i l e  

a r e p o r t  w i t h  t h e  d e p a r tm e n t  c o n t a i n i n g  i n f o r m a t i o n  as  th e  d e p a r tm e n t  

may r e a s o n a b l y  r e q u i r e  c o n c e r n in g  t h e  b u s in e s s  and o p e r a t i o n s  d u r in g  th e  

p r e c e d i n g  c a l e n d a r  y e a r  o f  ea ch  l i c e n s e d  p l a c e  o f  b u s in e s s  c o n d u c te d  by  

th e  l i c e n s e e .  The r e p o r t  s h a l l  b e  made u n d e r  o a t h ,  s h a l l  b e  i n  th e  fo rm  

p r e s c r i b e d  by th e  d e p a r tm e n t ,  and s h a l l  b e  k e p t  a v a i l a b l e  as  a p u b l i c  

r e c o r d .

S e c .  0 6 .3 5 .1 1 0 .  CONTENTS OF PREMIUM FINANCE AGREEMENT. ( a )  A 

prem ium f i n a n c e  a g r e e m e n t  s h a l l

( 1 )  b e  d a t e d ,  s i g n e d  by  th e  b o r r o w e r ,  and th e  p r i n t e d  p o r t i o n  

o f  i t  s h a l l  be  i n  a t  l e a s t  e i g h t - p o i n t  t y p e ;
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( 2 )  c o n t a i n  t h e  name and p l a c e  o f  b u s in e s s  o f  t h e  i n s u r a n c e  

a g e n t  n e g o t i a t i n g  t h e  r e l a t e d  in s u r a n c e  p o l i c y ,  t h e  name and r e s i d e n c e  

o r  t h e  p l a c e  o f  b u s in e s s  o f  t h e  b o r r o w e r  as  s p e c i f i e d  b y  h im , t h e  name 

and  p l a c e  o f  b u s in e s s  o f  t h e  l i c e n s e e  t o  w h ic h  paym en ts  a r e  t o  b e  made, 

an i d e n t i f i c a t i o n  o f  t h e  in s u r a n c e  p o l i c y  i n v o l v e d  and th e  amount o f  t h e  

prem ium  c h a r g e d  f o r  i t ;  and

( 3 )  s e t  o u t  t h e  f o l l o w i n g  i t e m s  w h e re  a p p l i c a b l e :

( A )  t h e  t o t a l  amount o f  t h e  p r e m iu m s ;

(B )  t h e  amount o f  t h e  down p a y m e n t ;

(C )  t h e  p r i n c i p a l  b a l a n c e  ( t h e  d i f f e r e n c e  b e tw e e n  i t e m s

(A )  and ( B ) ) ;

(D )  t h e  a n n u a l  p e r c e n t a g e  r a t e  o f  i n t e r e s t ;  and

(E )  t h e  number o f  p aym en ts  r e q u i r e d ,  t h e  amount o f  e a c h

p aym en t e x p r e s s e d  i n  d o l l a r s ,  and th e  due d a t e  o r  p e r i o d  o f  i t .

( b )  The  i t e m s  s e t  o u t  i n  ( a ) ( 3 )  o f  t h i s  s e c t i o n  n e e d  n o t  be s t a t e d

in  th e  s e q u e n c e  o r  o r d e r  in  w h ic h  t h e y  a p p e a r  i n  ( a )  o f  t h i s  s e c t i o n ,

and a d d i t i o n a l  i t e m s  may be  i n c l u d e d  t o  e x p l a i n  t h e  c o m p u ta t io n s  made i n  

d e t e r m i n i n g  th e  amount t o  b e  p a id  b y  t h e  in s u r e d .

( c )  The r e p a y m e n t  s c h e d u l e  r e l a t i n g  t o  d w e l l i n g  f i r e ,  h om eow ner, 

p r i v a t e  p a s s e n g e r  a u t o m o b i l e ,  m o b i l e  home in s u r a n c e  p o l i c i e s ,  and f i r e  

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

f o u r  f a m i l i e s  o r  l e s s  s h a l l  b e  such  t h a t  t h e  t o t a l  amount due t h e  l i c e n ­

s e e  a t  a n y  t im e  d o e s  n o t  e x c e e d  th e  u n e a r n e d  prem ium  on t h e  p o l i c y  b e i n g  

f i n a n c e d  a t  t h a t  t im e .  No d e f i c i e n c y  b a l a n c e  may b e  e s t a b l i s h e d  o r  

c o l l e c t e d  f r o m  th e  b o r r o w e r .

( d )  The l i c e n s e e  o r  t h e  in s u r a n c e  a g e n t  s h a l l  d e l i v e r  t o  t h e

b o r r o w e r ,  o r  m a i l  t o  h im  a t  h i s  a d d r e s s  shown i n  t h e  a g r e e m e n t ,  a com­

p l e t e  c o p y  o f  t h e  a g r e e m e n t .

S e c .  0 6 . 3 5 .1 2 0 .  MAXIMUM INTEREST PREMITTED: PREPAYMENT, REFUND.
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( a )  A  prem ium  f i n a n c e  company may n o t  c h a r g e ,  c o n t r a c t  f o r ,  r e c e i v e ,  o r  

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

( b )  The s e r v i c e  c h a r g e  i s  t o  b e  com pu ted  on t h e  b a l a n c e  o f  t h e  

prem ium s d u e ,  a f t e r  s u b t r a c t i n g  th e  down paym en t made b y  t h e  b o r r o w e r  i n  

a c c o r d a n c e  w i t h  t h e  prem ium  f i n a n c e  a g r e e m e n t ,  f r o m  t h e  e f f e c t i v e  d a t e  

o f  t h e  in s u r a n c e  c o v e r a g e ,  f o r  w h ic h  t h e  prem ium s a r e  b e i n g  a d v a n c e d ,  t o  

and i n c l u d i n g  t h e  d a t e  when t h e  f i n a l  paym ent o f  t h e  prem ium  f i n a n c e  

a g r e e m e n t  i s  p a y a b l e .

( c )  The  s e r v i c e  c h a r g e  may n o t  e x c e e d  i n t e r e s t  a t  t h e  n o m in a l  

a n n u a l  r a t e  o f  18 p e r  c e n t  p lu s  an a d d i t i o n a l  c h a r g e  o f  $10 p e r  prem ium  

f i n a n c e  a g r e e m e n t  w h ic h  n e e d  n o t  b e  r e f u n d e d  upon c a n c e l l a t i o n  o r  p r e ­

p a ym en t .  H o w e v e r ,  an y  b o r r o w e r  may p r e p a y  h i s  p rem ium  f i n a n c e  a g r e e m e n t  

i n  f u l l  a t  an y  t im e  b e f o r e  th e  due d a t e  o f  t h e  f i n a l  p aym en t  and  i n  t h a t  

e v e n t  t h e  u n e a rn e d  s e r v i c e  c h a r g e  s h a l l  b e  r e f u n d e d .  The  amount o f  any  

r e f u n d  s h a l l  be. c a l c u l a t e d  i n  a c c o r d a n c e  w i t h  t h e  r u l e  com m only  known as 

t h e  " R u l e  o f  7 8 "  o r  r e g u l a t i o n s  a d o p t e d  by th e  c o m m is s io n e r .

S e c .  0 6 . 3 5 .1 3 0 .  DELINQUENCY CHARGE. ( a )  A  prem ium  f i n a n c e  a g r e e ­

ment may p r o v i d e  f o r  t h e  paym en t by  th e  b o r r o w e r  o f  a d e l i n q u e n c y  c h a r g e  

f o r  an y  paym en t t h a t  i s  i n  d e f a u l t  f o r  a p e r i o d  o f  10 d ays  o r  m o re .  The 

c h a r g e  may be  made f o r  e a c h  month o r  f r a c t i o n  o f  a m onth  t h a t  t h e  p a y ­

ment i s  i n  d e f a u l t .  The  amount o f  t h e  c h a r g e  may b e  a minimum o f  $1 and 

as  a maximum s h a l l  b e  s u b j e c t  t o  t h e  f o l l o w i n g  l i m i t s :

( 1 )  f o r  d e l i n q u e n t  p aym en ts  o f  l e s s  th a n  $ 25 0 , f i v e  p e r  c e n t  

o f  t h e  paym ent o r  $5, w h i c h e v e r  i s  l e s s ;  o r

( 2 )  f o r  d e l i n q u e n t  p aym en ts  o f  $250 o r  m o re ,  tw o  p e r  c e n t  o f  

t h e  p a ym en t .

( b )  A b o r r o w e r  may a t  h i s  o p t i o n  s e p a r a t e  t h e  f i n a n c i n g  o f  t h e  

p r e m iv n s  f o r  one  in s u r a n c e  p o l i c y  f r o m  a prem ium f i n a n c e  a g r e e m e n t  by  

r e q u e s t i n g  i n  w r i t i n g  t h a t  t h e  prem ium  f i n a n c e  com pany p r o v i d e  t h a t
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s e r v i c e  and  by  p a y in g  a $10 s e p a r a t e  c h a r g e .

S e c .  0 6 . 3 5 .1 4 0 .  CANCELLATION OF PO L ICY ; REQUIREMENTS. ( a )  When a 

prem ium  f i n a n c e  a g r e e m e n t  c o n t a i n s  a p ow er  o f  a t t o r n e y  e n a b l i n g  th e  

l i c e n s e e  t o  c a n c e l  t h e  in s u r a n c e  p o l i c y  l i s t e d  i n  th e  a g r e e m e n t ,  t h e  

in s u r a n c e  p o l i c y  may n o t  b e  c a n c e l l e d  b y  t h e  l i c e n s e e  u n l e s s  t h e  c a n ­

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

( b )  The l i c e n s e e  s h a l l  g i v e  n o t  l e s s  th a n  10 d a ys  w r i t t e n  n o t i c e  

t o  t h e  b o r r o w e r ,  b y  m a i l i n g  by  c e r t i f i e d  m a i l  o r  docu m en ted  b y  an a f f i ­

d a v i t  o f  m a i l i n g ,  o f  t h e  l i c e n s e e ' s  i n t e n t  t o  c a n c e l  t h e  in s u r a n c e  

p o l i c y  u n l e s s  t h e  d e f a u l t  i s  c u r e d  w i t h i n  t h a t  1 0 -d a y  p e r i o d .  A c o p y  o f  

t h e  n o t i c e  s h a l l  a l s o  b e  m a i l e d  b y  c e r t i f i e d  m a i l  o r  do cu m en ted  b y  an 

a f f i d a v i t  o f  m a i l i n g  t o  t h e  in s u r a n c e  a g e n t  i n d i c a t e d  on th e  prem ium  

f i n a n c e  a g r e e m e n t .

( c )  A f t e r  e x p i r a t i o n  o f  t h e  1 0 -d a y  p e r i o d  s p e c i f i e d  i n  ( b )  o f  t h i s  

s e c t i o n ,  t h e  l i c e n s e e  may, in  t h e  name o f  t h e  b o r r o w e r ,  c a n c e l  t h e  i n ­

s u r a n c e  p o l i c y  b y  m a i l i n g  b y  c e r t i f i e d  m a i l  o r  d o cu m en ted  b y  an a f f i ­

d a v i t  o f  m a i l i n g  t o  t h e  i n s u r e r  a n o t i c e  o f  c a n c e l l a t i o n .  The in s u r a n c e  

p o l i c y  s h a l l  b e  c a n c e l l e d  as i f  t h e  n o t i c e  o f  c a n c e l l a t i o n  had b e e n  

s u b m i t t e d  b y  th e  b o r r o w e r  h i m s e l f ,  b u t  w i t h o u t  r e q u i r i n g  th e  r e t u r n  o f  

th e  in s u r a n c e  p o l i c y .  The  l i c e n s e e  s h a l l  a l s o  m a i l  by  c e r t i f i e d  m a i l  o r  

do cu m en ted  b y  an a f f i d a v i t  o f  m a i l i n g  a n o t i c e  o f  c a n c e l l a t i o n  t o  th e  

b o r r o w e r  a t  h i s  l a s t - k n o w n  a d d r e s s  and t o  th e  i n s u r a n c e  a g e n t  i n d i c a t e d  

on t h e  prem ium  f i n a n c e  a g r e e m e n t .

( d )  A l l  s t a t u t o r y ,  r e g u l a t o r y  a n d  c o n t r a c t u a l  r e s t r i c t i o n s  p r o ­

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

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

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

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

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



t h i r d  p a r t y  on o r  b e f o r e  th e  s e c o n d  b u s in e s s  day  a f t e r  t h e  d a y  i t  r e ­

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

t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n  t a k i n g  i n t o  c o n s i d e r a t i o n  t h e  number 

o f  d a y s '  n o t i c e  r e q u i r e d  t o  c o m p l e t e  t h e  c a n c e l l a t i o n .

S e c .  0 6 . 3 5 .1 5 0 .  RETURN OF UNEARNED PREMIUMS. ( a )  W h en eve r  a 

f i n a n c e d  in s u r a n c e  p o l i c y  i s  c a n c e l l e d ,  t h e  i n s u r e r  w i t h i n  60 d ays  o f  

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

miums t h a t  a r e  due u n d e r  t h e  i n s u r a n c e  p o l i c y  t o  t h e  l i c e n s e e  f o r  t h e  

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

p r o v i s i o n s  o f  s e c .  4 0 ( b )  o f  t h i s  c h a p t e r .

( b )  I f  t h e  c r e d i t i n g  o f  r e t u r n  prem iums t o  t h e  a c c o u n t  o f  t h e  

b o r r o w e r  r e s u l t s  i n  a s u r p lu s  o v e r  t h e  amount due f r o m  th e  b o r r o w e r ,  t h e  

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

r e q u i r e d  i f  i t  amounts t o  l e s s  th an  $1.

S e c .  0 6 . 3 5 .1 6 0 .  C I V I L  AND CRIMINAL PENALTIES . ( a )  A  l e n d e r  who, 

i n  t h e  m ak in g  o f  an y  c o n t r a c t ,  l o a n  o r  prem ium  f i n a n c e  a g r e e m e n t  o r  t h e  

c o l l e c t i o n  o f  i n t e r e s t  o r  c h a r g e s ,  d o e s  any  a c t  w h ic h  v i o l a t e s  s e c s .  10, 

90 , o r  110 -  130 o f  t h i s  c h a p t e r  s h a l l  a t  t h e  o p t i o n  o f  t h e  c o m m is s io n e r  

r e im b u r s e  t h a t  p o r t i o n  o f  t h e  i n t e r e s t  and c h a r g e s  i n  e x c e s s  o f  t h a t  

p r o v i d e d  i n  t h o s e  s e c t i o n s ,  o r ,  i n  t h e  c a s e  o f  r e p e a t e d  v i o l a t i o n s  o f  

t h o s e  s e c t i o n s  by  t h e  l e n d e r ,  t h e  l e n d e r  s h a l l  a d j u s t  t h e  c o n t r a c t ,  

l o a n ,  o r  premium f i n a n c e  a g r e e m e n t  i n t e r e s t  and o t h e r  c h a r g e s  down t o  

th e  c o n t r a c t  i n t e r e s t  l i m i t a t i o n  s p e c i f i e d  i n  AS 4 5 . 4 5 . 0 1 0 ( a ) .

( b )  Any p e r s o n ,  c o p a r t n e r s h i p ,  a s s o c i a t i o n ,  o r  c o r p o r a t i o n ,  and  

i t s  m em bers, o f f i c e r s ,  d i r e c t o r s ,  a g e n t s ,  and e m p lo y e e s ,  who v i o l a t e s  o r  

p a r t i c i p a t e s  i n  a v i o l a t i o n  o f  t h e  p r o v i s i o n s  o f  s e c .  10 o f  t h i s  c h a p ­

t e r ,  i s  g u i l t y  o f  a m is d e m e a n o r  and upon c o n v i c t i o n  i s  p u n i s h a b le  by a 

f i n e  o f  n o t  m ore  th a n  $ 5 ,0 0 0 ,  o r  b y  im p r is o n m e n t  f o r  n o t  m ore th a n  one  

y e a r ,  o r  by  b o t h .  I n  c a s e  o f  c o n v i c t i o n  o f  a c o r p o r a t i o n  f o r  v i o l a * i o n
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o f  t h i s  c h a p t e r ,  t h e  c o r p o r a t i o n  i s  p u n i s h a b l e  b y  a f i n e  o f  n o t  m ore 

th a n  $ 2 0 ,0 0 0 .

S e c .  0 6 . 3 5 .1 7 0 .  F IL IN G  NOT REQUIRED TO PERFECT V A L ID IT Y  OF AGREE­

MENT. No f i l i n g  u n d e r  AS 4 5 .0 5  o f  t h e  prem ium  f i n a n c e  a g r e e m e n t  i s  

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

a c t i o n  a g a i n s t  c r e d i t o r s ,  s u b s e q u e n t  p u r c h a s e r s ,  p l e d g e e s ,  encum­

b r a n c e r s ,  s u c c e s s o r s  o r  a s s i g n s .

S e c .  0 6 . 3 5 .1 8 0 .  REGULATIONS, ORDERS. The c o m m is s io n e r  s h a l l  a d o p t  

r e g u l a t i o n s  n e c e s s a r y  t o  c a r r y  o u t  t h i s  c h a p t e r ,  and t h e  c o m m is s io n e r  

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

a d o p t e d  u n d e r  i t .

S e c .  0 6 . 3 5 .1 9 0 .  D E F IN IT IO N S . As u s e d  i n  t h i s  c h a p t e r ,  u n l e s s  t h e  

c o n t e x t  o t h e r w i s e  r e q u i r e s ,

( 1 )  " c o m m is s i o n e r "  means t h e  c o m m is s io n e r  o f  commerce and 

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

( 2 )  " d e p a r t m e n t "  means t h e  D e p a r tm e n t  o f  Commerce and 

E con om ic  D e v e l o p m e n t ;

( 3 )  "p re m iu m  f i n a n c e  a g r e e m e n t "  means an a g r e e m e n t  by  w h ic h  a 

b o r r o w e r  o r  p r o s p e c t i v e  b o r r o w e r  p r o m is e s  t o  p ay  t o  a l i c e n s e e  o r  t o  i t s  

a s s i g n e e  t h e  amount a d v a n c e d  o r  t o  b e  a d v a n c e d  u n d er  t h e  a g r e e m e n t  t o  an 

i n s u r e r  o r  t o  an in s u r a n c e  a g e n t  o r  b r o k e r  i n  paym ent o f  prem iums on an 

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

s t a t e  t o g e t h e r  w i t h  a s e r v i c e  c h a r g e ,  and as  a s e c u r i t y  f o r  i t  th e  

prem ium  f i n a n c e  company r e c e i v e s  an a s s i g n m e n t  o f  t h e  u n e a rn e d  prem ium ; 

h o w e v e r ,  no m o r t g a g e ,  c o n d i t i o n a l  s a l e  c o n t r a c t ,  o r  o t h e r  s e c u r i t y  

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

a d v a n c e  prem ium s f o r  in s u r a n c e  u n d e r  t h e  m o r t g a g e ,  c o n t r a c t ,  o r  o t h e r  

s e c u r i t y  a g r e e m e n t  i s  c o n s i d e r e d  t o  b e  a prem ium f i n a n c e  a g r e e m e n t ;

( 4 )  "p re m iu m  f i n a n c e  com pan y"  means a p e r s o n  e n g a g e d  i n  th e  

HB 667 - 1 0 -
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b u s in e s s  o f  e n t e r i n g  i n t o  p rem ium  f i n a n c e  a g r e e m e n ts  w i t h  b o r r o w e r s  o r  

o f  a c q u i r i n g  prem ium  f i n a n c e  a g r e e m e n ts  f r o m  in s u r a n c e  a g e n t s ,  b r o k e r s  

o r  o t h e r  prem ium  f i n a n c e  c o m p a n i e s .

*  S e c .  2 .  AS 2 1 .3 6  i s  amended b y  a d d in g  a new  s e c t i o n  t o  r e a d :

S e c .  2 1 .3 6 .1 2 2 .  PREMIUM FINANCING. No p e r s o n  l i c e n s e d  u n d e r  ch .

27 o f  t h i s  t i t l e  may

( 1 )  e n t e r  i n t o  a n y  in s u r a n c e  t r a n s a c t i o n  i n  w h ic h  th e  prem ium  

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

f i n a n c i n g  i s  l i c e n s e d  u n d e r  and i n  c o m p l ia n c e  w i t h  AS 0 6 .3 5  o r  i s  

e x em p te d  f r o m  l i c e n s u r e  u n d e r  AS 0 6 . 3 5 .0 2 0 ;  o r

( 2 )  f i n a n c e  prem ium s o r  e x t e n d  c r e d i t  t o  p e r s o n s  p u r c h a s in g  

in s u r a n c e  e x c e p t  as p r o v i d e d  i n  r e g u l a t i o n s  a d o p t e d  by  th e  d i r e c t o r ;  t h e  

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

l i c e n s e e s  may e x t e n d  c r e d i t  o r  f i n a n c e  prem iums e x c e p t  t h a t  i n  no e v e n t  

may th e  r e g u l a t i o n s  p e r m i t  a r a t e  o f  i n t e r e s t  on amounts l e n t  o r  c r e d i t  

e x t e n d e d  g r e a t e r  th a n  t h a t  p r o v i d e d  i n  AS 0 6 . 3 5 .1 2 0 .

*  S e c .  3 .  The  p r o v i s i o n s  o f  t h i s  A c t  do n o t  v o i d  a l a w f u l  c o n t r a c t  

e n t e r e d  i n t o  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t .

# -11- HB 667
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O r i g i n a l  s p o n s o r :  Commerce C o m m it te e
By R e q u e s t

Offered: 4/14/78
Referred: Rules

IN  THE HOUSE BY THE COMMERCE COMMITTEE

CS FOR HOUSE B IL L  NO. 667 

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE -  SECOND SESSION 

A B IL L

F o r  an A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  t o  in s u r a n c e  prem ium  f i n a n c i n g . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  AS 06 i s  amended b y  a d d in g  a new  c h a p t e r  t o  r e a d :

CHAPTER 4 0 .  PREMIUM FINANCING ACT.

S e c .  0 6 . 4 0 .0 1 0 .  LICENSE REQUIRED. E x c e p t  as p r o v i d e d  i n  s e c .  20 

o f  t h i s  c h a p t e r ,  no p e r s o n  may e n g a g e  i n  th e  b u s in e s s  o f  e n t e r i n g  i n t o  

prem ium f i n a n c e  a g r e e m e n ts  on in s u r a n c e  s o l d  i n  t h i s  s t a t e  o r  r i s k s  

l o c a t e d  i n  t h i s  s t a t e ,  e i t h s r  d i r e c t l y  o r  i n d i r e c t l y ,  o r  o t h e r w i s e  a c t  

as a prem ium f i n a n c e  company i n  t h i s  s t a t e  w i t h o u t  b e i n g  l i c e n s e d  b y  t h e  

d e p a r tm e n t .

S e c .  0 6 . 4 0 .0 2 0 .  A P P L IC A B IL IT Y .  T h i s  c h a p t e r  d o es  n o t  a p p l y  t o

( 1 )  any i n s u r e r  a u t h o r i z e d  t o  t r a n s a c t  b u s in e s s  i n  t h i s  s t a t e  

w i t h  r e s p e c t  t o  prem iums on p o l i c i e s  w h ic h  th e  i n s u r e r  i s s u e s :

( 2 )  any b an k , t r u s t  com pany, s a v i n g s  a s s o c i a t i o n ,  o r  o t h e r  

f i n a n c i a l  i n s t i t u t i o n  s u b j e c t  t o  t h e  o t h e r  c h a p t e r s  o f  t h i s  t i t l e  and 

a u t h o r i z e d  t o  t r a n s a c t  b u s in e s s  i n  t h i s  s t a t e  t h a t  d o es  n o t  p o s s e s s  o r  

a c q u i r e  an y  r i g h t ,  t i t l e  o r  i n t e r e s t  w i t h  r e s p e c t  t o  t h e  in s u r a n c e  

p o l i c y  f o r  w h ic h  t h e  prem ium s a r e  f i n a n c e d  o t h e r  th an  i n  t h e  p r o c e e d s  o f  

i t  i n  t h e  e v e n t  o f  l o s s ;

( 3 )  t h e  i n c l u s i o n  o f  a c h a r g e  f o r  in s u r a n c e  i n  c o n n e c t i o n  

w i t h  an i n s t a l l m e n t  s a l e  i n  a c c o r d a n c e  w i t h  AS 4 5 .1 0 ;  and

(4 )  p e r s o n s  l i c e n s e d  u n d e r  AS 2 1 .2 7  f i n a n c i n g  o n l y  t h e i r  own 

a c c o u n t s  i f  t h e y  a r e  i n  c o m p l ia n c e  w i t h  AS 2 1 .3 6 .1 2 2 .

S e c .  0 6 . 4 0 .0 3 0 .  BOND, ( a )  The  a p p l i c a n t  s h a l l  f i l e  w i t h  th e

- 1 -  CSHB 667



a p p l i c a t i o n  a bond  t o  b e  a p p r o v e d  b y  t h e  d e p a r tm e n t  i n  w h ic h  t h e  a p p l i ­

c a n t  s h a l l  b e  t h e  o b l i g o r ,  i n  t h e  sum o f  $ 5 ,0 0 0  w i t h  on e  o r  m ore  s u r e ­

t i e s .  T h e  b ond  s h a l l  b e  f o r  t h e  u s e  o f  t h e  s t a t e  and any  p e r s o n  who may 

h a v e  a c a u s e  o f  a c t i o n  a g a i n s t  t h e  o b l i g o r  u n d e r  t h i s  c h a p t e r .  The  bond  

s h a l l  s t a t e  t h a t  t h e  o b l i g o r  w i l l  f a i t h f u l l y  c o n fo r m  t o  and a b id e  b y  th e  

p r o v i s i o n s  o f  t h i s  c h a p t e r  and o f  a l l  r e g u l a t i o n s  l a w f u l l y  made b y  t h e  

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

may becom e due o r  o w in g  t o  t h e  s t a t e  o r  t o  t h e  p e r s o n  f r o m  th e  a p p l i c a n t  

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

b r e a c h e s  o f  t h e  bond  c o n d i t i o n  may n o t  e x c e e d  t h e  p e n a l  sum o f  t h e  b on d , 

and th e  bond  may b e  c a n c e l l e d  b y  th e  s u r e t y  on  30 d ays  n o t i c e  t o  t h e  

c o m m is s io n e r .

( b )  I f  a t  an y  t im e  th e  c o m m is s io n e r  f i n d s  t h a t  t h e  b ond  i s  u n ­

s a t i s f a c t o r y  f o r  any  r e a s o n ,  h e  may r e q u i r e  t h e  l i c e n s e e  t o  f i l e ,  w i t h i n  

10 d ays  a f t e r  t h e  r e c e i p t  o f  a  w r i t t e n  demand f o r  i t ,  an a d d i t i o n a l  bond  

c o m p ly in g  w i t h  th e  p r o v i s i o n s  o f  ( a )  o f  t h i s  s e c t i o n .

S e c .  0 6 . 4 0 .0 4 0 .  ANNUAL LICENSE FEE. On o r  b e f o r e  D ecem ber 20 o f  

e a c h  y e a r ,  e a c h  l i c e n s e e  s h a l l  p a y  a f e e  o f  $200 t o  th e  d e p a r tm e n t  as  an 

a n n u a l  l i c e n s e  f e e  f o r  t h e  n e x t  s u c c e e d in g  c a l e n d a r  y e a r .  A t  t h a t  same 

t im e  th e  l i c e n s e e  s h a l l  f i l e  w i t h  t h e  d e p a r tm e n t  a new  bond  w h ic h  com­

p l i e s  w i t h  s e c .  30 o f  t h i s  c h a p t e r .

S e c .  0 6 . 4 0 .0 5 0 .  APPL IC A T IO N  FOR LICENSE; FEE. ( a )  A p p l i c a t i o n  

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

p r e s c r i b e d  b y  th e  d e p a r tm e n t .

( b )  A l l  r e a s o n a b l e  i n v e s t i g a t i o n  e x p e n s e s  i n c u r r e d  b y  t h e  d e p a r t ­

m ent i n  p r o c e s s i n g  an a p p l i c a t i o n  f o r  a p p r o v a l  o f  a p r o p o s e d  prem ium  

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

d a n ce  w i t h  t h i s  t i t l e .  A t  t h e  t im e  o f  s u b m i t t i n g  t h e  a p p l i c a t i o n  t o  th e  

d e p a r t m e n t ,  t h e  " i p l i c a n t  s h a l l  p a y  t o  t h e  d e p a r tm e n t  $500 i n  p a r t i a l  
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1 paym en t  o f  t h e  i n v e s t i g a t i o n  e x p e n s e s  i n c u r r e d  b y  t h e  d e p a r t m e n t .  I f

2 t h e  i n v e s t i g a t i o n  e x p e n s e s  i n c u r r e d  b y  t h e  d e p a r tm e n t  do n o t  e x c e e d

3 $500 , t h e  r e m a in d e r  s h a l l  b e  p r o m p t l y  r e f u n d e d  t o  t h e  a p p l i c a n t .

4 ( c )  The  p e r s o n  t o  whom th e  l i c e n s e  may b e  o r  i s  i s s u e d  s h a l l  f i l e

5 sw orn  a n s w e rs  t o  i n t e r r o g a t o r i e s  r e q u i r e d  b y  t h e  c o m m is s io n e r .  The

6 c o m m is s io n e r  s h a l l  h a v e  a u t h o r i t y ,  a t  an y  t im e ,  t o  r e q u i r e  th e  l i c e n s e e

7 f u l l y  t o  d i s c l o s e  t h e  i d e n t i t y  o f  a l l  d i r e c t o r s ,  p a r t n e r s ,  o f f i c e r s  and

8 m a n a g e r i a l  e m p lo y e e s ,  and h e  m ay, i n  h i s  d i s c r e t i o n ,  r e f u s e  t o  i s s u e  o r

g c o n t in u e  a l i c e n s e  i n  t h e  name o f  an y  f i r m  o r  c o r p o r a t i o n  i f  h e  d e t e r -

10 m in es  t h a t  a n y  o f f i c e r ,  e m p lo y e e ,  s t o c k h o l d e r  o r  p a r t n e r  o f  t h e  f i r m  o r

,1 c o r p o r a t i o n  who may m a t e r i a l l y  i n f l u e n c e  t h e  l i c e n s e e ' s  c o n d u c t  d o e s  n o t

12 m e e t  t h e  r e q u i r e m e n t s  o f  t h i s  c h a p t e r .

13 ( d )  A l l  prem ium  f i n a n c e  l i c e n s e s  s h a l l  c o n t in u e  i n  f o r c e  u n t i l

14 su s p e n d e d  o r  r e v o k e d ,  s u b j e c t  t o  t h e  p aym en t  b y  t h e  l i c e n s e e  o f  t h e

15 a n n u a l  l i c e n s e  f e e  and t o  th e  l i c e n s e e  b e i n g  i n  c o m p l ia n c e  w i t h  o t h e r

18 p r o v i s i o n s  o f  t h i s  c h a p t e r .

17 S e c .  0 6 .4 0 .0 6 0 .  PLACE OF BUSINESS. ( a )  A  l i c e n s e e  may m a in t a in

18 o n l y  one  p l a c e  o f  b u s in e s s  u n d e r  h i s  l i c e n s e .  The d e p a r tm e n t  may i s s u e

ig m ore  th a n  on e  l i c e n s e  t o  t h e  same l i c e n s e e  upon a p p l i c a t i o n  and com-

20 p l i a n c e  b y  t h e  l i c e n s e e  w i t h  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r  g o v e r n i n g

21 t h e  o r i g i n a l  i s s u a n c e  o f  a l i c e n s e .

22 ( b )  W h en eve r  a l i c e n s e e  ch a n g e s  h i s  p l a c e  o f  b u s in e s s  t o  a n o t h e r

23 l o c a t i o n ,  he s h a l l  g i v e  w r i t t e n  n o t i c e  t o  t h e  d e p a r t m e n t .  The d e p a r t -

24 m ent s h a l l  a t t a c h  t h e  w r i t t e n  n o t i c e  c f  t h e  ch a n g e  t o  th e  l i c e n s e  t o -

25 g e t h e r  w i t h  t h e  d a t e .  T h e r e a f t e r ,  t h e  l i c e n s e e  may o p e r a t e  th e  b u s in e s s

2£ u n d e r  t h e  l i c e n s e  a t  t h e  new  l o c a t i o n .

27 S e c .  0 6 . 4 0 .0 7 0 .  IN VESTIG ATIO N : QUALIFICATIONS FOR L IC ENSE. ( a )

28 Upon t h e  f i l i n g  o f  an a p p l i c a t i o n  and p aym en t o f  t h e  i n v e s t i g a t i o n  f e e

29 s p e c i f i e d  i n  s e c .  5 0 ( b )  o f  t h i s  c h a p t e r ,  t h e  c o m m is s io n e r  s h a l l  c o n d u c t
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an i n v e s t i g a t i o n  o f  an a p p l i c a n t  and  s h a l l  i s s u e  a prem ium f i n a n c e  com­

p a n y  l i c e n s e  i f  t h e  a p p l i c a n t  m e e ts  t h e  r e q u i r e m e n t s  o f  t h i s  c h a p t e r .

I f  t h e  c o m m is s io n e r  d o e s  n o t  so  f i n d ,  he  s h a l l ,  w i t h i n  30 d a y s  a f t e r  h e  

h as  r e c e i v e d  t h e  a p p l i c a t i o n ,  a t  t h e  r e q u e s t  o f  t h e  a p p l i c a n t ,  g i v e  t h e  

a p p l i c a n t  a  f u l l  h e a r i n g .

( b )  T h e  c o m m is s io n e r  s h a l l  I s s u e  a l i c e n s e  t o  an a p p l i c a n t  when he 

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

( 1 )  i s  c o m p e te n t  and t r u s t w o r t h y  and i n t e n d s  t o  a c t  i n  g o o d  

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

( 2 )  h as  a g o o d  b u s in e s s  r e p u t a t i o n  and h as  h ad  e x p e r i e n c e ,  

t r a i n i n g ,  o r  e d u c a t i o n  s o  a s  t o  b e  q u a l i f i e d  i n  t h e  b u s in e s s  f o r  w h ic h
m

t h e  l i c e n s e  i s  a p p l i e d ;  and

( 3 )  i f  a c o r p o r a t i o n ,  i s  a c o r p o r a t i o n  i n c o r p o r a t e d  u n d e r  th e  

la w s  o f  t h i s  s t a t e  o r  a  f o r e i g n  c o i  ' r a t i o n  a u t h o r i z e d  t o  t r a n s a c t  

b u s i n e s s  i n  t h i s  s t a t e .

S e c .  0 6 . 4 0 . 0 8 0 .  REVOCATION AND SUSPENSION OF L ICENSE. The  

c o m m is s io n e r  may r e v o k e  o r  su sp e n d  t h e  l i c e n s e  o f  an y  l i c e n s e e  when, 

upon c o m p l e t i o n  o f  an i n v e s t i g a t i o n ,  t h e  c o m m is s io n e r  d e t e r m in e s  t h a t

( 1 )  t h e  l i c e n s e  i s s u e d  t o  t h e  company was o b t a i n e d  b y  f r a u d ;

( 2 )  t h e r e  was m i s r e p r e s e n t a t i o n  i n  t h e  a p p l i c a t i o n  f o r  t h e

l i c e n s e ;

( 3 )  t h e  h o l d e r  o f  t h e  l i c e n s e  has  o t h e r w i s e  sh ovn  h i m s e l f

u n t r u s t w o r t h y  o r  in c o m p e t e n t  t o  a c t  as  a prem ium f i n a n c e  com pany; o r

( 4 )  t h e  l i c e n s e e  h as  v i o l a t e d  a n y  o f  t h e  p r o v i s i o n s  o f  t h i s

c h a p t e r .

S e c .  0 6 . 4 0 . 0 9 0 .  ADVERTISING OF MISLEADING STATEMENTS PROHIBITED; 

DISCLOSURE OF INTEREST. ( a )  No p e r s o n  may a d v e r t i s e ,  p r i n t ,  d i s p l a y ,  

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

p r i n t e d ,  d i s p l a y e d ,  p u b l i s h e d ,  d i s t r i b u t e d ,  o r  b r o a d c a s t ,  i n  an y  m anner,



an y  s t a t e m e n t  o r  r e p r e s e n t a t i o n  w i t h  r e g a r d  t o  th e  r a t e s ,  t e r m s ,  o r  c o n ­

d i t i o n s  f o r  t h e  l e n d i n g  o f  m oney , c r e d i t ,  g o o d s ,  o r  t h i n g s  i n  a c t i o n  

w h ic h  i s  f a l s e ,  m i s l e a d i n g ,  o r  d e c e p t i v e .

( b )  T h e  l i c e n s e e  o r  l e n d e r  s h a l l  s t a t e  t h e  i n t e r e s t  r a t e  c h a r g e d  

I n  a prem ium  f i n a n c e  a g r e e m e n t  f u l l y  and c l e a r l y  as an  a n n u a l  p e r c e n t a g e  

r a t e .

S e c .  0 6 . 4 0 .1 0 0 .  RECORD KEEPING; EXAMINATION OF RECORDS. ( a )

E v e r y  l i c e n s e e  s h a l l  m a in t a in  r e c o r d s  o f  i t s  prem ium  f i n a n c e  t r a n s ­

a c t i o n s ,  i n c l u d i n g  t h e  i n s u r a n c e  a g e n t s  th r o u g h  w h ic h  th e  l i c e n s e e  p r o ­

v i d e s  l o a n s  t o  r e s i d e n t s  o f  t h i s  s t a t e  and t h e  r e c o r d s  s h a l l  b e  op en  t o  

e x a m in a t i o n  and i n v e s t i g a t i o n  b y  t h e  c o m m is s io n e r  a t  t h e  o f f i c e  o f  t h e  

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

A l a s k a  r e s i d e n t s  s h a l l  b e  m a in t a in e d  o r  r e a d i l y  a v a i l a b l e  i n  t h e  l i c e n ­

s e e ' s  o f f i c e .  The  c o m m is s io n e r  may, a t  any  r e a s o n a b l e  t im e ,  r e q u i r e  th e  

. l i c e n s e e  t o  b r i n g  r e c o r d s  p e r t a i n i n g  t o  prem ium f i n a n c e  a g r e e m e n t s  t o  

h i s  o f f i c e  f o r  e x a m in a t i o n .  T h e  e x p e n s e s  i n c u r r e d  b y  t h e  d e p a r tm e n t  i n  

c o n d u c t in g  an e x a m in a t i o n  s h a l l  b e  c h a r g e d  t o  and p a i d  b y  t h e  l i c e n s e e  

i n  a c c o r d a n c e  w i t h  t h i s  t i t l e .

( b )  E v e r y  l i c e n s e e  s h a l l  p r e s e r v e  i t s  r e c o r d s  o f  prem ium  f i n a n c e  

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

y e a r s  a f t e r  m a k in g  th e  f i n a l  e n t r y  r e l a t i n g  t o  any  prem ium  f i n a n c e  

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

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

( c )  Each l i c e n s e e  s h a l l ,  on  o r  b e f o r e  M arch  15 o f  e a c h  y e a r ,  f i l e  

a r e p o r t  w i t h  t h e  d e p a r tm e n t  c o n t a i n i n g  i n f o r m a t i o n  a s  th e  d e p a r tm e n t  

may r e a s o n a b l y  r e q u i r e  c o n c e r n in g  th e  b u s in e s s  and o p e r a t i o n s  d u r in g  t h e  

p r e c e d i n g  c a l e n d  l r  y e a r  o f  ea ch  l i c e n s e d  p l a c e  o f  b u s in e s s  c o n d u c t e d  b y  

t h e  l i c e n s e e .  T h e  r e p o r t  s h a l l  b e  made u n d er  o a t h ,  s h a l l  b e  i n  th e  fo r m  

p r e s c r i b e d  b y  t h e  d e p a r tm e n t ,  and  s h a l l  b e  k e p t  a v a i l a b l e  a s  a p u b l i c
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r e c o r d .

S e c .  0 6 . 4 0 .1 1 0 .  CONTENTS OF PREMIUM FINANCE AGREEMENT. ( a )  A 

p rem ium  f i n a n c e  a g r e e m e n t  s h a l l

( 1 )  b e  d a t e d ,  s i g n e d  b y  t h e  b o r r o w e r ,  and t h e  p r i n t e d  p o r t i o n

o f  i t  s h a l l  b e  i n  a t  l e a s t  e i g h t - p o i n t  t y p e ;

( 2 )  c o n t a i n  t h e  name and  p l a c e  o f  b u s in e s s  o f  t h e  in s u r a n c e  

a g e n t  n e g o t i a t i n g  t h e  r e l a t e d  in s u r a n c e  p o l i c y ,  t h e  name and r e s i d e n c e  

o r  t h e  p l a c e  o f  b u s in e s s  o f  t h e  b o r r o w e r  as s p e c i f i e d  b y  h im , th e  name 

and p l a c e  o f  b u s in e s s  o f  t h e  l i c e n s e e  t o  v ' - i c h  paym en ts  a r e  t o  b e  made, 

an i d e n t i f i c a t i o n  o f  t h e  in s u r a n c e  p o l i c y  i n v o l v e d  and t h e  amount o f  th e  

p rem ium  c h a r g e d  f o r  i t ;  and

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

(A )  t h e  t o t a l  amount o f  t h e  p r e m iu m s ;

(B )  t h e  amount o f  t h e  down p a y m en t ;

(C )  t h e  p r i n c i p a l  b a l a n c e  ( t h e  d i f f e r e n c e  b e tw e e n  i t e m s  

(A )  and ( B ) ) ;

(D )  t h e  a n n u a l  p e r c e n t a g e  r a t e  o f  i n t e r e s t ;  and

(E )  t h e  number o f  paym en ts  r e q u i r e d ,  t h e  amount o f  ea ch  

paym en t  e x p r e s s e d  i n  d o l l a r s ,  and th e  due d a t e  o r  p e r i o d  o f  i t .

( b )  T h e  i t e m s  s e t  o u t  i n  ( a ) ( 3 )  o f  t h i s  s e c t i o n  n e e d  n o t  b e  s t a t e d

i n  t h e  s e q u e n c e  o r  o r d e r  i n  w h ic h  th e ^  a p p e a r  i n  ( a )  o f  t h i s  s e c t i o n ,

and a d d i t i o n a l  i t e m s  may be  i n c l u d e d  t o  e x p l a i n  th e  c o m p u ta t io n s  made i n  

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

( c )  T h e  r e p a y m e n t  s c h e d u l e  r e l a t i n g  t o  d w e l l i n g  f i r e ,  hom eow ner, 

p r i v a t e  p a s s e n g e r  a u t o m o b i l e ,  b o a t s  n o t  u sed  f o r  c o m m e rc ia l  p u r p o s e s ,  

o w n e r - o c c u p i e d  m o b i l e  hom es, and f i r e  in s u r a n c e  p o l i c i e s  c o v e r i n g  o w n e r -  

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

t h a t  t h e  t o t a l  amount due th e  l i c e n s e e  a t  any t im e  d o e s  n o t  e x c e e d  th e  

u n e a r n e d  prem ium  on  th e  p o l i c y  b e i n g  f i n a n c e d  a t  t h a t  t i m e .  No d e f i -



c i e n c y  b a l a n c e  may b e  e s t a b l i s h e d  o r  c o l l e c t e d  f r o m  th e  b o r r o w e r .  T h i s  

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

d e f i c i e n c y  b a l a n c e  t o  t h e  e x t e n t  t h e  i n s u r e r  o f f s e t s  u n e a r n e d  prem ium s 

on t h e  p o l i c y  f i n a n c e d  b y  prem ium s e a r n e d  b y  r e a s o n  o f  e n d o r s e m e n ts  t o  

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

s e e .

( d )  The  l i c e n s e e  o r  t h e  in s u r a n c e  a g e n t  s h a l l  d e l i v e r  t o  t h e  

b o r r o w e r ,  o r  m a i l  t o  h im  a t  h i s  a d d r e s s  shown i n  th e  a g r e e m e n t ,  a  com­

p l e t e  c o p y  o f  t h e  a g r e e m e n t .

S e c .  0 6 .4 0 .1 2 0 .  MAXIMUM INTEREST PERMITTED: PREPAYMENT, REFUND.

( a )  A  p r e m iu m  f i n a n c e  c o m p a n y  m a y  n o t  c h a r g e ,  c o n t r a c t  f o r ,  r e c e i v e ,  o r  

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

( b )  The  s e r v i c e  c h a r g e  i s  t o  b e  com p u ted  on  th e  b a l a n c e  o f  t h e  

prem ium s d u e ,  a f t e r  s u b t r a c t i n g  t h e  down paym en t  made b y  th e  b o r r o w e r  in  

a c c o r d a n c e  w i t h  th e  prem ium f i n a n c e  a g r e e m e n t ,  f r o m  th e  e f f e c t i v e  d a t e  

o f  t h e  in s u r a n c e  c o v e r a g e ,  f o r  w h ic h  th e  prem ium s a r e  b e i n g  a d v a n c e d ,  t o  

and i n c l u d i n g  th e  d a t e  when th e  f i n a l  p aym en t o f  t h e  prem ium  f i n a n c e  

a g r e e m e n t  i s  p a y a b l e .

( c )  T h e  s e r v i c e  c h a r g e  may n o t  e x c e e d  i n t e r e s t  a t  t h e  n o m in a l  

a n n u a l  r a t e  o f  12 p e r  c e n t  p lu s  an a d d i t i o n a l  c h a r g e  o f  $10 p e r  prem ium  

f i n a n c e  a g r e e m e n t  w h ic h  n e e d  n o t  b e  r e fu n d e d  upon c a n c e l l a t i o n  o r  p r e ­

p a ym en t .  H o w e v e r ,  any b o r r o w e r  may p r e p a y  h i s  prem ium  f i n a n c e  a g r e e m e n t  

i n  f u l l  a t  any t im e  b e f o r e  t h e  due d a t e  o f  t h e  f i n a l  paym en t  and i n  t h a t  

e v e n t  th e  u n e a rn e d  s e r v i c e  c h a r g e  s h a l l  b e  r e f u n d e d .  The  amount o f  any 

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

c o m m is s io n e r .

S e c .  0 6 .4 0 .1 3 0 .  DELINQUENCY CHARGE. ( a )  A premium f i n a n c e  a g r e e ­

m ent may p r o v i d e  f o r  t h e  paym ent b y  th e  b o r r o w e r  c f  a d e l i n q u e n c y  c h a r g e  

f o r  an y  paym en t t h a t  i s  i n  d e f a u l t  f o r  a p e r i o d  o f  10 d ays  o r  m o re .  The
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c h a r g e  may b e  made f o r  e a c h  month o r  f r a c t i o n  c f  a month t h a t  t h e  p a y ­

ment i s  i n  d e f a u l t .  The  amount o f  t h e  c h a r g e  may b e  a  minimum o f  $1 and 

as a  maximum s h a l l  b e  s u b j e c t  t o  t h e  f o l l o w i n g  l i m i t s :

( 1 )  f o r  d e l i n q u e n t  paym en ts  o f  l e s s  th a n  $ 25 0 , f i v e  p e r  c e n t  

o f  t h e  p aym en t o r  $5 , w h i c h e v e r  i s  l e s s ;  o r

( 2 )  f o r  d e l i n q u e n t  paym en ts  o f  $250 o r  m o re ,  tw o  p e r  c e n t  o f  

t h e  p aym en t.

( b )  A b o r r o w e r  may a t  h i s  o p t i o n  s e p a r a t e  t h e  f i n a n c i n g  o f  t h e  

prem iums f o r  o n e  in s u r a n c e  p o l i c y  f r o m  a prem ium  f i n a n c e  a g r e e m e n t  b y  

r e q u e s t i n g  i n  w r i t i n g  t h a t  t h e  prem ium  f i n a n c e  company p r o v i d e  t h a t  

s e r v i c e  and  b y  p a y i n g  a $10 s e p a r a t e  c h a r g e .

S e c .  0 6 . 4 0 .1 4 0 .  CANCELLATION OF PO L ICY ; REQUIREMENTS. ( a )  When a 

premium f i n a n c e  a g r e e m e n t  c o n t a in s  a p o w e r  o f  a t t o r n e y  e n a b l i n g  th e  

l i c e n s e e  t o  c a n c e l  t h e  in s u r a n c e  p o l i c y  l i s t e d  i n  th e  a g r e e m e n t ,  th e  

i n s u r a n c e  p o l i c y  may n o t  b e  c a n c e l l e d  b y  th e  l i c e n s e e  u n l e s s  t h e  c a n ­

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

( b )  The  l i c e n s e e  s h a l l  g i v e  n o t  l e s s  th a n  10 d ays  w r i t t e n  n o t i c e  

t o  t h e  b o r r o w e r ,  b y  m a i l i n g  b y  c e r t i f i e d  m a i l  o r  d o cu m en ted  b y  an a f f i ­

d a v i t  o f  m a i l i n g ,  o f  t h e  l i c e n s e e ' s  i n t e n t  t o  c a n c e l  t h e  in s u r a n c e  

p o l i c y  u n l e s s  t h e  d e f a u l t  i s  c u r e d  w i t h i n  t h a t  1 0 -d a y  p e r i o d .  A c o p y  o f  

t h e  n o t i c e  s h a l l  a l s o  b e  m a i l e d  b y  c e r t i f i e d  m a i l  o r  docu m en ted  b y  an 

a f f i d a v i t  o f  m a i l i n g  t o  th e  in s u r a n c e  a g e n t  i n d i c a t e d  on th e  prem ium 

f i n a n c e  a g r e e m e n t .

( c )  A f t e r  e x p i r a t i o n  o f  t h e  1 0 -d a y  p e r i o d  s p e c i f i e d  i n  ( b )  o f  t h i s  

s e c t i o n ,  t h e  l i c e n s e e  may, i n  th e  name o f  t h e  b o r r o w e r ,  c a n c e l  t h e  i n ­

s u ra n c e  p o l i c y  b y  m a i l i n g  b y  c e r t i f i e d  m a i l  o r  d ocu m en ted  b y  an a f f i ­

d a v i t  o f  m a i l i n g  t o  th e  i n s u r e r  a n o t i c e  o f  c a n c e l l a t i o n .  The in s u r a n c e  

p o l i c y  s h a l l  b e  c a n c e l l e d  as i f  th e  n o t i c e  o f  c a n c e l l a t i o n  had  b ee n  

s u b m i t t e d  b y  t h e  b o r r o w e r  h i m s e l f ,  b u t  w i t h o u t  r e q u i r i n g  th e  r e t u r n  o f
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th e  in s u r a n c e  p o l i c y .  The  l i c e n s e e  s h a l l  a l s o  m a i l  b y  c e r t i f i e d  m a i l  o r  

d ocu m en ted  b y  an a f f i d a v i t  o f  m a i l i n g  a n o t i c e  o f  c a n c e l l a t i o n  t o  t h e  

b o r r o w e r  a t  h i s  l a s t - k n o w n  a d d r e s s  and t o  t h e  in s u r a n c e  a g e n t  i n d i c a t e d  

on t h e  prem ium  f i n a n c e  a g r e e m e n t .

( d )  A l l  s t a t u t o r y ,  r e g u l a t o r y  and c o n t r a c t u a l  r e s t r i c t i o n s  p r o ­

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

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

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

t i o n .  The  i n s u r e r  s h a l l  g i v e  th e  p r e s c r i b e d  n o t i c e  on b e h a l f  o f  i t s e l f  

o r  t h e  b o r r o w e r  t o  any  g o v e r n m e n ta l  a g e n c y ,  m o r t g a g e e ,  o r  o t h e r  t h i r d  

p a r t y  on  o r  b e f o r e  th e  f i f t h  b u s in e s s  d a y  a f t e r  t h e  d a y  i t  r e c e i v e s  th e  

n o t i c e  o f  c a n c e l l a t i o n  f r o m  t h e  l i c e n s e e  and s h a l l  d e t e r m in e  th e  e f f e c ­

t i v e  d a t e  o f  c a n c e l l a t i o n  t a k i n g  i n t o  c o n s i d e r a t i o n  th e  number o f  d a y s ' 

n o t i c e  r e q u i r e d  t o  c o m p le t e  t h e  c a n c e l l a t i o n .

S e c .  0 6 . 4 0 .1 5 0 .  RETURN OF UNEARNED PREMIUMS. ( a )  W h en eve r  a 

f i n a n c e d  in s u r a n c e  p o l i c y  i s  c a n c e l l e d  and p r o v i d e d  th e  i n s u r e r  has b e e n  

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

t h e  i n s u r e r  w i t h i n  60 d ays  o f  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n  s h a l l  

t a k e  such  s t e p s  as a r e  n e c e s s a r y  t o  h a v e  any  g r o s s  u n e a rn e d  premiums 

t h a t  a r e  due u n d e r  th e  in s u r a n c e  p o l i c y  r e t u r n e d  t o  th e  l i c e n s e e  f o r  th e  

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

p r o v i s i o n s  o f  s e c .  1 4 0 (b )  o f  t h i s  c h a p t e r .

( b )  I f  t h e  c r e d i t i n g  o f  r e t u r n  prem ium s t o  th e  a c c o u n t  o f  th e  

b o r r o w e r  r e s u l t s  i n  a s u r p lu s  o v e r  t h e  amount due f r o m  t h e  b o r r o w e r ,  th e  

l i c e n s e e  s h a l l  r e fu n d  th e  e x c e s s  t o  t h e  b o r r o w e r ;  h o w e v e r ,  no  r e f u n d  i s  

r e q u i r e d  i f  i t  amounts t o  l e s s  th a n  $1.

S e c .  0 6 . 4 0 .1 6 0 .  C I V IL  AND CRIMINAL PENALTIES . ( a )  A l e n d e r  who, 

i n  th e  m ak in g  o f  an y  c o n t r a c t ,  l o a n  o r  p rem ium  f i n a n c e  a g r e e m e n t  o r  th e  

c o l l e c t i o n  o f  i n t e r e s t  o r  c h a r g e s ,  d o es  any a c t  w h ic h  v i o l a t e s  s e c s .
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10 -  2 0 ,  9 0 ,  o r  110 -  130 o f  t h i s  c h a p t e r  s n a i l  a t  t h e  o p t i o n  o f  t h e  

c o m m is s io n e r  r e im b u r s e  t h a t  p o r t i o n  o f  t h e  i n t e r e s t  and c h a r g e s  i n  

e x c e s s  o f  t h a t  p r o v i d e d  i n  t h o s e  s e c t i o n s ,  o r ,  i n  th e  c a s e  o f  r e p e a t e d  

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

c o n t r a c t ,  l o a n ,  o r  prem ium  f i n a n c e  a g r e e m e n t  i n t e r e s t  and o t h e r  c h a r g e s  

down t o  t h e  c o n t r a c t  i n t e r e s t  l i m i t a t i o n  s p e c i f i e d  i n  AS 4 5 . 4 5 . 0 1 0 ( a ) .

( b )  A n y  p e r s o n ,  c o p a r t n e r s h i p ,  a s s o c i a t i o n ,  o r  c o r p o r a t i o n ,  and 

i t s  m em bers , o f f i c e r s ,  d i r e c t o r s ,  a g e n t s ,  and  e m p lo y e e s ,  who v i o l a t e s  o r  

p a r t i c i p a t e s  i n  a v i o l a t i o n  o f  t h e  p r o v i s i o n s  o f  s e c .  10 o f  t h i s  c h a p ­

t e r ,  i s  g u i l t y  o f  a m isd em ean o r  and upon c o n v i c t i o n  i s  p u n i s h a b le  b y  a 

f i n e  o f  n o t  m ore  th a n  $ 5 ,0 0 0 ,  o r  b y  im p r is o n m e n t  f o r  n o t  m ore  th a n  one  

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

o f  t h i s  c h a p t e r ,  t h e  c o r p o r a t i o n  i s  p u n i s h a b le  b y  a f i n e  o f  n o t  m ore  

th a n  $ 2 0 ,0 0 0 .

S e c .  0 6 . 4 0 , 1 7 0 .  F IL IN G  NOT REQUIRED TO PERFECT V A L ID IT Y  OF AGREE­

MENT. No f i l i n g  u nd er  AS 4 5 .0 5  o f  t h e  prem ium  f i n a n c e  a g r e e m e n t  i s  

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

a c t i o n  a g a i n s t  c r e d i t o r s ,  s u b s e q u e n t  p u r c h a s e r s ,  p l e d g e e s ,  encum­

b r a n c e r s ,  s u c c e s s o r s  o r  a s s i g n s .

S e c .  0 6 . 4 0 ,1 8 0 .  REGULATIONS, ORDERS. The c o m m is s io n e r  s h a l l  a d o p t  

r e g u l a t i o n s  n e c e s s a r y  t o  c a r r y  o u t  t h i s  c h a p t e r ,  and t h e  c o m m is s io n e r  

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

a d o p t e d  u n d e r  i t .

S e c .  0 6 . 4 0 .1 9 0 .  D E F IN IT IO N S , As u s e d  i n  t h i s  c h a p t e r ,  u n l e s s  th e  

c o n t e x t  o t h e r w i s e  r e q u i r e s ,

( 1 )  " c o m m is s i o n e r "  means th e  c o m m is s io n e r  o f  com m erce and 

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

( 2 )  " d e p a r t m e n t "  means th e  D ep a r tm en t  o f  Commerce and E c o ­

n om ic  D e v e lo p m e n t ;
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( 3 )  "p re m iu m  f i n a n c e  a g r e e m e n t "  means an a g r e e m e n t  b y  w h ic h  a 

b o r r o w e r  o r  p r o s p e c t i v e  b o r r o w e r  p r o m is e s  t o  p a y  t o  a l i c e n s e e  o r  t o  i t s  

a s s i g n e e  t h e  amount a d v a n c e d  o r  t o  b e  a d v a n c e d  u n d e r  t h e  a g r e e m e n t  t o  an 

i n s u r e r  o r  t o  an in s u r a n c e  a g e n t  o r  b r o k e r  i n  paym en t  o f  p rem ium s on an 

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

s t a t e  t o g e t h e r  w i t h  a s e r v i c e  c h a r g e ,  and  as  a s e c u r i t y  f o r  i t  t h e  

p rem ium  f i n a n c e  company r e c e i v e s  an a s s i g n m e n t  o f  t h e  u n e a r n e d  prem ium ; 

h o w e v e r ,  no  m o r t g a g e ,  c o n d i t i o n a l  s a l e  c o n t r a c t ,  o r  o t h e r  s e c u r i t y  

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

a d v a n c e  prem ium s f o r  i n s u r a n c e  u n d e r  t h e  m o r t g a g e ,  c o n t r a c t ,  o r  o t h e r  

s e c u r i t y  a g r e e m e n t  i s  c o n s i d e r e d  t o  b e  a prem ium  f i n a n c e  a g r e e m e n t ;

( 4 )  "p rem iu m  f i n a n c e  com pany" means a p e r s o n  e n g a g e d  i n  th e  

b u s in e s s  o f  e n t e r i n g  i n t o  prem ium f i n a n c e  a g r e e m e n t s  w i t h  b o r r o w e r s  o r  

o f  a c q u i r i n g  prem ium  f i n a n c e  a g r e e m e n t s  f r o m  in s u r a n c e  a g e n t s ,  b r o k e r s  

o r  o t h e r  prem ium f i n a n c e  c o m p a n ie s .

*  S e c .  2 .  AS 2 1 .3 6  i s  amended b y  a d d in g  a new s e c t i o n  t o  r e a d :

S e c .  2 1 .3 6  122 . PREMIUM FINANCING . No p e r s o n  l i c e n s e d  u n d e r  ch .

27 o f  t h i s  t i t l e  may

( 1 )  e n t e r  i n t o  any  i n s u r a n c e  t r a n s a c t i o n  i n  w h ic h  t h e  prem ium

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

f i n a n c i n g  i s  l i c e n s e d  u n d e r  and i n  c o m p l ia n c e  w i t h  AS 0 6 .4 0  o r  i s  e x ­

em p ted  f r o m  l i c e n s u r e  u n d e r  AS 0 6 . 4 0 .0 2 0 ;  o r

( 2 )  f i n a n c e  prem ium s o r  e x t e n d  c r e d i t  t o  p e r s o n s  p u r c h a s in g  

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

d i r e c t o r  s h a l l  a d o p t  r e g u l a t i o n s  e s t a b l i s h i n g  th e  c o n d i t i o n s  u n d e r  w h ic h  

l i c e n s e e s  may e x t e n d  c r e d i t  o r  f i n a n c e  prem ium s e x c e p t  t h a t  i n  no  e v e n t  

may t h e  r e g u l a t i o n s  p e r m i t  a r a t e  o f  i n t e r e s t  on am ounts l e n t  o r  c r e d i t  

e x t e n d e d  g r e a t e r  th a n  t h a t  p r o v i d e d  i n  AS 0 6 . 4 0 .1 2 0 .

*  S e c .  3 . The  p r o v i s i o n s  o f  t h i s  A c t  do n o t  v o i d  a l a w f u l  c o n t r a c t
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