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PETITION FOR SPECIAL ELECTION

S ig n a tu re  P r in te d  Name Date o f  S ig n a tu re  R es id en ce  Address
__________________________________________________(P r in t e d )________ (P r in t e d )__________

R e c e i v e d  b y  the D i r e c t o r  of the D i v i s i o n  of E l e ctions o n  the __________  d a y  of

___________  198__.

The p e t i t i o n  i s  s u f f i c i e n t .

ATTEST: _____________________
D i r e c t o r ,  D i v i s i o n  o f  E l e c t i o n s
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INCORPORATED COMMUNITY
NO POSSESSION

PETITION FOR SPECIAL ELECTION

WHEREAS, we, the u n d e r s i g n e d  r e g i s t e r e d  v o t e r s  of the C i t y  of ______________

w i s h  to take a c t i o n  r e g a r d i n g  a l c o h o l  use in our community, and;

WHEREAS, w e  the u n d e r s i g n e d  r e g i s t e r e d  v o t e r s  of  the C i t y  of ____________________

w i s h  to v o t e  on an o p t i o n  u n d e r  S tate T i t l e  4 A l c o h o l  L o c a l  O p t i o n  

L a w  as  so o n  as po s s i b l e ,  now, there f o r e ,

WE, T H E  U N D E R S I G N E D  v o t e r s  of __________________________________ H E R E B Y  p e t i t i o n  the D i r e c­

tor o f  the D i v i s i o n  of E l e c t i o n s  that a s p e c i a l  e l e c t i o n  be c o n­

du c t e d  p u r s u a n t  to A l a s k a  S t a t u t e  04.11 . 5 0 2 ,  w i t h  the f o l l o w i n g  

q u e s t i o n  o n  the ballot:

" S h a l l  the p o s s e s s i o n  of a l c o h o l i c  b e v e r a g e s  be p r o h i b i t e d  in 

_________________________________ ? (Yes or  N o ) . "

The da t e  o f  the first c i r c u l a t i o n  of this p e t i t i o n  is the _________

day of  ._______________________ , 198__ . A l l  s i g n a t u r e s  on this

p e t i t i o n  m u s t  be  se c u r e d  w i t h i n  90 days of this dat e  of first 

c i r c u l a t i o n .

Si g n a t u r e  P r i n t e d  N a m e  D a t e  of S i g n a t u r e  R e s i d e n c e  A d d r e s s

__________________________________________________________________________ (Printed)_________(Printed)___________

1. _______________________________________________
2.__________________________________________________________________________________________

3  .________________________________________________________________________________________________________

4  .__________________________________________________________________________________________
5  . ____________________________________________________________________________________________________________________________________________

6 .__________________________________________________________________________________________

7 . _________________________________
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PETITION FOR SPECIAL ELECTION

S ig n a tu re  P r in t e d  Name Date o f  S ig n a tu re  R es id ence  Address
_________________________ ____ ____ (P r in t e d )  (P r in t e d )
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PETITION FOR SPECIAL ELECTION

S ig n a tu re  P r in te d  Name Date o f  S ig n a tu re  R e s id en ce  Address
__________________(P r in t e d )________ (P r in t e d )_________

_________________________ , C i t y  C l e r k  o f  the C i t y  of ______________________________, A laska, c e r t i f y  that

to the bes t  o f  m y  k n o w l e d g e ,  this p e t i t i o n  w a s  c o m p l e t e d  in a c c o r d a n c e  w i t h  the p r o v i s i o n s  

of State and l o c a l  law.

__________________________________ , C i t y  C l e r k  o f ___________________________________ , Alaska.

Sig n e d  at: _____________________________________________________________

Dated:

11/86-9



SAMPLE BALLOT FOR MUNICIPALITIES

NO POSSESSION
C i t y  o f  (Name o f  m u n i c i p a l i t y  a n d  t y p e  o f  e l e c t i o n )  ELECTION BALLOT 

D a t e :

Mark o n l y  b y  u s e  o f  " x "  m a r k s . P l a c e  m ark s  a t  t h e  r i g h t  o f  t h e  YES 
o r  NO u n d e r  t h e  q u e s t i o n  on t h i s  b a l l o t .

The " x "  m ark  m u s t  b e  i n s i d e  o r  t o u c h i n g  t h e  s q u a r e  so  t h a t  i t  shows
t h e  i n t e n t  o f  t h e  v o t e r .  DO NOT e r a s e  o r  c o r r e c t  y o u r  m a r k s .  Ask
f o r  a  new b a l l o t  i f  you  make a  m i s t a k e .

Mark o n l y  one  s q u a r e .  A "YES" v o t e  w o u ld  mean t h a t  y o u  w a n t  t o  b an  
t h e  p o s s e s s i o n  o f  a l c o h o l i c  b e v e r a g e s  u n d e r  s t a t e  l a w .

I f  y o u  s p o i l  y o u r  b a l l o t ,  g i v e  i t  b a c k  t o  one  o f  t h e  e l e c t i o n
j u d g e s  an d  g e t  a n o t h e r  b a l l o t .

QUESTION:
" S h a l l  t h e  p o s s e s s i o n  o f  a l c o h o l i c  b e v e r a g e s  b e  p r o h i b i t e d  i n? M
(name o f  m u n i c i p a l i t y )

YES r j
n o  r j
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SAMPLE BALLOT FOR ESTABLISHED VILLAGES

NO POSSESSION
(Name o f  v i l l a g e )  SPECIAL ELECTION BALLOT

D a t e :

Mark o n l y  b y  u s e  o f  " x "  m a r k s . P l a c e  m a rk s  a t  t h e  r i g h t  o f  t h e  YES 
o r  NO u n d e r  t h e  q u e s t i o n  on  t h i s  b a l l o t .

The " x "  m ark  m u s t  b e  i n s i d e  o r  t o u c h i n g  t h e  s q u a r e  so  t h a t  i t  shows
t h e  i n t e n t  o f  t h e  v o t e r .  DO NOT e r a s e  o r  c o r r e c t  y o u r  m a r k s .  Ask
f o r  a  new b a l l o t  i f  you  make a  m i s t a k e .

Mark o n l y  o n e  s q u a r e .  A "YES" v o t e  w o u ld  mean t h a t  you  w a n t  t o  b a n  

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

I f  you  s p o i l  y o u r  b a l l o t ,  g i v e  i t  b a c k  t o  on e  o f  t h e  e l e c t i o n
j u d g e s  a n d  g e t  a n o t h e r  b a l l o t .

QUESTION:
" S h a l l  t h e  p o s s e s s i o n  o f  a l c o h o l i c  b e v e r a g e s  b e  p r o h i b i t e d  i n

?"
(name o f  v i l l a g e )

YES r j
no r j
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L A W S  O F  A L A S K A

Sovrta Cftoptor No.
CSSSHB 700(Fin) an 80

AN AO
Relating to regulation of alcoholic baveragea and enactment 
of municipal ordlnancea.

BE IT ENACTED BV THE IEOIS1ATURE OF THE STATE OF ALASKA:

THE ACT FOLLOWS OH PAGE 1, LINE 9

UNDERLINED MATERIAL I ft) I CATES TEXT THAT IS BEING ACOED TO 
THE LAW AND BRACKETED MATERIAL IN CAPITAL LETTERS INDICATES 
DELETIONS TON THE LAW; COWLETELV NEW TEXT OR MATERIAL 
REPEALED AM) RE-ENACTED IS IDENTIFIED IN Tit INTRODUCTORY 
LINE OF EACH BILL SECTION.

Approvod by tha Covernor: June 5, 1986
Actual Effective Date: September 3, 1986

Chapter 80

AN ACT

Relating to regulation of alcoholic baveragea and enact­

ment of municipal ordinances.

* Section 1. • LEGISLATIVE FINDINGS. The legislature finds that

(1) abuse of alcohol seriously Interferes with the rights and 

privileges of the people of the state:

(2) the public health, safety, and welfare does In fact suffer

when alcohol abuse la not controlled!

(3) prohibition of alcohol In rural areas of the state is an

effective tool for controlling the abuse of alcoholi

(6) aerloua crimes and a wide variety of other social problems 

could be prevented If the possession of ulcohol were prohibited:

(5) there la a strong and unmistakable correlation between 

alcohol consumption and poor health, fetal damage, suicide, domestic vio­

lence, and crime:

(6) the dangers resulting from alcohol abuse are particularly 

acute In rural areas of the state because the conmunltleB are small, iso­

lated, without adequate law enforcement, without adequate health care 

facilities, and populated by people who are closely related and Interdepen­

dent!

(7) In communities that have chosen to ban the sale and Importa­

tion of alcohol, most drinking takes place In private.homes:

(6) the economic cost of alcohol abuse Is high, and cannot be 

afforded by the state or small rural coanunltles: and
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Chapter 80

(9) a fine In the amount of $1,000 or 2 0’ houra of community

work, la not ao aevere a penalty aa to Indicate crlalnallty In either rural

or urban Alaaka coammltles.

* Sec. 2. AS 04.11 la amended by adding a new aectlon to raad.t

Sec. 04.11.498. PROHIBITION OF POSSESSION OF ALCOHOLIC BEVER­

AGES. (a) The follovlng queatlon, appearing alone, may be placed 

before the votera of a municipality or an eatablinhed village In 

accordance' with AS 04.11.502i "Shall the poaaeealon of alcoholic 

beverage* be prohibited In ..........  (name of municipality or vil­

lage)! (yea or no)."

:<b) If a majority of the votera of an eatabllahed village vote 

"yea" on the queatlon aet out In (a) p f  thla aectlon, and the aala of 

alcoholic beveragea, or the aala and Importation of alcoholic bever- 

agea, haa been prevloualy prohibited In the eatabllahed village In 

accordance with AS 04.11.490 or 04,11.494, a person, beginning on the 

flrat day of the month following certification of the reaulta of the 

election, may not knowingly poaaeaa an alcoholic beverage In the 

eatabllahed village, unleaa the alcoholic beverage la wine to be uaed 

for bona fide rellgloua purpoaea based on teneta or teachings of a 

church or religious body, la limited In quantity to the amount neces­

sary for religious purposes, and la dispensed only for rellgloua 

purposes, by a person recognized by the church or religious body aa 

authorized to dispense the wine. The board shall be notified Immedi­

ately after certification of the results of the election and there­

after may not Issue, renew, or transfer between holders or locations a 

license for licensed premises located within the perimeter of the 

established village as defined In AS 04.21.080(b)(8).

<c) If a majority of the voters of an established village vote 

"yes" on the question set out In (a) of this section and the sale of 
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alcoholic beveragea, or the sale and Importation of alcoholic bever­

agea, has not been prevloualy prohibited In the eatabllahed village In 

accordance with AS 04.11.490 or 04.11.494, a person, beginning 90 days 

after certification of the reaulta of the election, may not .knowingly 

posaesa an alcoholic beverage In the established village, unleaa. the 

person la licensed by the board or the alcoholic beverage la wine to 

be uaad for bona fide rollgloua purpoaea based on tenets or teachings 

of a church or religious body, la limited In quantity to the amount 

necessary for rellgloua purpoaea, and la dispensed only for rellgloua 

purposes by a person by the church or rellgloua body as authorized to 

dispense the wine. The board shall be notified Immediately after 

certification of the reaulta of the election and thereafter may not 

Issue, renew, or transfer between holders or locations a license for 

licensed premises located within the perimeter of the established 

village aa defined In AS 04.21.080(b)(8). Licenses that may not be 

renewed because of a local option election held under this aectlon are 

void 90 days after the results of the election are certified. A
i

license that will expire during the 90 days after the results of a 

local option election under this section are certified may be extended 

until It Is void under this section, by payment of a prorated portion 

of the annual license fee.

(d) If a majority of the voters of a municipality vote "yes" on 

the question set out in (a) of this section; and the sale of alcoholic 

beverages, or the sale and Importation of alcoholic beverages, has 

been previously prohibited in the municipality in accordance with 

AS 04.11.490 or 04.11.494, an ordinance is adopted that becomes effec­

tive beginning on the first day of the month following certification 

of the results of the election, and a person may not knowingly possess 

an alcoholic beverage In the municipality, unless the alcoholic
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Chapter 80

beverage la wine to be uaed for bona fide rellgloua purposes baaed on 

tenet* or teaching! of a church or rellgloua body, la limited In 

quantity to the amount necesaary for rellgloua purpoaea, and la dls- 

penaed only for rellgloua purpoaea, by a peraon recognized by the 

church or rellgloua body aa authorized to diapenee the wine. The 

board ahall be notified laocdlately after certification of the reaulta 

of the election and thereafter may not laaue, renew, or tranafer 

between holdera or locatlona a llcenae for licensed premises located 

Within the bnundarlea of the nuinlclpallty and within unincorporated 

areaa within five miles of the boundaries of the municipality.

(e) If the majority of the voters of a municipality vote "yea" 

on the question aet out In (a) of this section and the sale of alco­

holic beverages, or the sale and Importation of alcoholic beverages, 

has not been previously prohibited In the municipality In accordance 

with AS 04.11.490 or 04.11.494, and an ordinance la adopted that' 

becomes effective beginning 90 days after certification of the results 

of the election, a person may not knowingly possess an alcoholic 

beverage In the municipality, unless the alcoholic beverage la wine to 

be used for bona fide religious purposes baaed on teneta or teachings 

of a church or religious body, Is limited in quantity to the amount 

necessary for religious purposes, and Is dispensed only for religious 

purposes by a person recognized by the church or religious body as 

authorized to dispense the wine. The board shall be notified Itraiedl- 

ately after the adoption of the ordinance and thereafter may not 

Issue, renew, or transfer between holdera or locations a license for 

licensed premises located within the boundaries of the municipality 

and within unincorporated areas within five miles of the boundaries of 

the municipality. Licenses that may not be renewed because of a'local 

optlnn election held under this section are void 90 days after the 
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results of the election are certified. A llcenae that will expire 

during the 90 days after the reaulta of a local option election under 

this aectlon are certified may be extended, until it la void under 

this aectlon, by payment of a prorated portion of the annual fee.

(f) If a majority of the votera vote "no" on the question set 

out in (a) of thla aectlon or vote "yea" on the questions set out In 

AS 04.11.492 or 04.11.500 in an election conducted In accordance with 

AS 04.11.502 after an election In which the voters voted "yea" on the 

queatlon set out In (a) of this section, the prohibition on the pos­

session of alcoholic beveragea is removed effective 90 days after Che 

results of the election are certified except as those prohibitions 

continue to be Imposed In accordance with the results of the subse­

quent election.

(g) For the purposes of this section, "possession" means having 

physical posaeaalon of or exercising dominion or control over alco­

holic beveragea, but does not Include having alcoholic beverages 

within the digestive system of a peraon.

Sec. 3. AS 04.11.502 la amended by adding a new auhBectlon to readi

(c) A petition filed with the local governing body of a munic­

ipality In accordance with (a) of thla section, which places on the 

ballot the queatlon aot out In AS 04,11.498, shall constitute a pro­

posed ordinance of the municipality.

Sec. 4. AS 04.16 la amended by adding a new section to readi

Sec. 04.16.205. PENALTY FOR VIOLATING BAN ON POSSESSipN OF 

ALCOHOLIC BEVERACES. (a) A peraon who possesses alcoholic beverages 

In a municipality or established village In violation of AS 04.11.498 

or nn ordinance adopted under AS 04.11.498 may, upon conviction, be 

punished by a fine not to exceed $1,000. When n peace, officer stops 

or contacts a person concerning a violation of AS 04.11.498 or an
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Chapter 80

ordinance enacted under AS 04.11.498, the peace officer may, In the 

offlcer'a discretion, loeue a citation to the person ea provided In 

AS 12.2S.180.

(b) A peraon cited for a violation of AS 04.11.498 or an ordi­

nance adopted under AS 04.11.498 for which a ball amount haa been 

eatabllahed under (c) of this section may, within 30 -dayB after the 

date the citation la lsaued,

(1) mall or personally deliver to the clerk of the court In 

which the citation la filed by the peace officer the amount of bail 

indicated on the citation and a copy of the citation indicating that 

the right to an appearance la waived, a plea of no contest is entered 

and the ball and all alcoholic beverages seized are forfeitedi or

(2) perform community work in lieu of payment of the fine 

or a portion of the fine as provided in (d) of this aectlon.

(c) The sjpreme court shall establish by rule or order a sched­

ule of bail amounts that may be forfeited without a court appearance 

for a violation of AS 04.11.498 or an ordinance adopted under AS 04.- 

11.498. In eo:abllshlng the ball schedule the supreme court may 

consider the quiintlty of alcoholic beveragea possessed and the number 

of prior violations of the peraon cited. Before establishing or 

amending the schedule of ball amounts required by thla subsection, the 

supreme court shall appoint and consult with an advisory comalttee 

consisting of tie following Beven personal one superior court Judge, 

one magistrate from each Judicial district In the state, a representa­

tive of the De[ortment of Law, and a representative of the Public 

Defender Agency. The maximum bail amount may not exceed $1,000, and 

the Issuing officer shall write on the citation , the amount of bail 

applicable to thu violation.

(d) Community work shall be performed at the direction of the 
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governing body of the municipality or the governing body of the estab­

lished village. The value of community work In lieu of a fine Is

$5.00 per hour. When the coranunlty work is completed, the person 

cited for. the violation shall mall or personally deliver to the clerk 

of the court in which the citation la filed by the peace officer

(1) a form, prescribed by the administrative director of

the Alaska Court System, Indicating completion of the cosmunlty worki 

and

(2) a copy of the citation, Indicating that the right to an 

appearance Is waived, a plea of no contest la entered, and that the 

ball is forfeited or cosmunlty work has been performed ond that all 

alcoholic beverages seized are forfeited.

(e) When bail has been forfeited or proof of performance of 

community work under this section has been filed with the court, a 

Judgment shall be entered. Forfeiture of ball or filing proof of 

performance of community work and forfeiture of all seized Items 1b a 

complete satisfaction for the violation. The clerk of court accepting 

the ball or the form Indicating performance of community work shall 

provide the offender with a receipt stating that fact, If requested.

(f) If the peraon falls to pay the ball amount established under

(c) of this aectlon, or falls to provide proof of performance as spec­

ified In (d)(U of this section to the court, the citation Is con­

sidered a summons.

<g) Notwithstanding other provisions of law, if a person cited 

for a violation of AS 04.11.498 or an ordinance adopted under AS 04.- 

11.498 for which a ball amount has been established under (c) of this 

section appears In court and la found guilty, the penalty that la 

Imposed for the offense may not exceed the ball amount for that of­

fense established under (c) of this section.
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(h) A violation of AS 04.11.498 or an ordinance adopted under 

AS 01.11.498 nay not be considered a crlnlnal offenae and may not 

result In Imprisonment, nor la a fine Inposad for a violation con* 

aldered criminal punishment. A parson cited for a violation does not 

have a right to a Jury trial or court appointed counael.

(1) The commlaaloner of public safety shall prescribe and pro­

vide a suitable standard citation form that Is In a forn necessary to 

Identify the offender, to identify the offense, and to neat the needs 

of public safety and administration of Justice.

(J) A municipality shall adopt a citation form that la equiva­

lent to that prescribed by the comalseloner under (1) of thla section.

* Sec. S. AS 04.16.220(a) la amended to readi

(a) The following are subject to forfeiture!

(1) alcoholic beverages manufactured, sold, offered for 

sale or possessed for sale, bartered or exchanged for goods and ser­

vices in this state In violation of AS 04.11.010i alcoholic beverages 

stocked, warehoused, or otherwise stored In violation of AS 04.2!.060| 

alcoholic beverages possessed, sold or offered for sale In an area 

where the results of a local option election have, under AS 04.11.- 

490 - 04.11.300, prohibited the possession of alcoholic beverages or 

prohibited the board from Issuing, renewing, or transferring one or 

more licenses or permits under this title in the areai alcoholic 

beverages transported Into the state and sold to persons not licensed

'■ under this chapter In violation of AS 04.16.170(b) i

(2) materials and equipment used in the manufacture, sale, 

offering for sale, possession for sale, barter nr exchange of alco­

holic beverages for goods and services In this state in violation of 

AS 04,11,010| materials and equipment used in the stocking, warehous­

ing, or storage of alcoholic beverages in violation of AS 04.2).060»
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materials and equipment used In the sale or offering for sale of an 

alcoholic beverage In an area where the results of a local option 

election have, under AS 04.11.490 - 04.11.500, prohibited the board 

from issuing, renewing, or transferring one or more licenses or per­

mits under this title In the aresi

(3) aircraft, vehicles, or vessels used to transport, or 

facilitate the transportation of

(A) alcoholic beverages manufactured, cold, offered 

for sale or possessed for sale, bartered or exchanged for goods 

and services In this state In violation of AS 04.11.0!0|

(B) property stocked, warehoused, or otherwise stored 

In violation of AS 04.21.060i

(C) alcoholic beverages Imported Into a municipality 

or established village In violation of AS 04.11.496i

(4) alcoholic beverages found on licensed premises that 

[WHICH] do not bear federal excise stamps If excise stamps are re­

quired under federal lawi

(5) alcoholic beverages, materials^, or equipment us>.d In 

violation of AS 04.16.175.

* Sec. 6. AS 04.16.220(b) Is amended to readi

(b) Property subject to forfeiture under this section may be 

actually or constructively seized under an order Issued by the su­

perior court upon a showing of probable cause that the property is 

subject to forfeiture under this section. Constructive seizure Is 

effected upon posting a signed notice of seizure on the item ta be 

forfeited, stating the violation and the date and place of seizure. 

Seizure without a court order may be mode if

(1) the seizure la incident to a valid arreBt or searchi

(2) the property subject to seizure is the subject of a
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prior Judgment In favor of the atatai or

(3) there la probable cause to believe that the property Is 

subjecc 1 0  forfeiture under (a) o£ this aectloni except for alcoholic 

beverages possessed In violation of AS 04.11.498 or an ordinance 

adopted under AS 04.li.498. property seized under this paragraph may 

not be held over 48 hours or until an order of forfeiture Is Issued by 

the court, whichever Is earlier.

* Sec. 7. AS 04.16.320(d) la amended to readi

(d) Property subject to forfeiture under (a) of this section may 

be forfeited

(1) upon conviction of a person under AS 04.11.010, 04.11.-

496(b), or AS 04.21.060 or upon entry of lifdgment under AS 04.11.498

or an ordinance adopted under AS 04.11.498s

(2) upon Judgment by the superior court In a proceeding In 

rem that the property was used In a manner subjecting It to forfeiture 

under (a) of thla section.

* Sec. 8. AS 04.16.220(h) is amended to readi

(h) Alcoholic beverages forfeited under (d) of thla section 

shall be placed in the custody of a peace officer of the state and 

destroyed no earlier than 30 days after forfeiture. All other prop­

erty (PROPERTY) forfeited under this section shall be placed In the 

custody of the commissioner of public safety for disposition according 

to ah order entered by the court. The court shall order destroyed any 

property forfeited under thlo section that (WHICH) Is harmful to the

public. Other property shall be ordered sold and the proceeds used

for payment of expenses of the proceedings for forfeiture and sale, 

Including expenses of seizure, custody and court costs. The remainder 

of the proceeds shall be deposited In the general fund.

* Sec. 9. AS 04.21.010(a) Is amended to readi 
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(a) A municipality may adopt ordinances governing the barter, 

sale, and consumption of alcoholic beverages within the municipality 

as necessary for the orderly conduct of the business of selling alco­

holic beverages within the municipality and way ban possession of 

alcoholic beversges under AS 04.11.498(d) or (e). An ordinance adopt­

ed under this section may not be inconsistent with this title or 

regulations adopted under this title.

* Sec. 10. AS 04.21.080(b)(1) Is repealed and reenacted to readi

()) "alcoholic beverage" means spirituous, vinous, malt or 

other fermented or distilled liquids, whatever the origin, chat arn 

Intended for human consumption as a beverage and that contain alcohol, 

whether produced cosmerclally or prlvatelyi

* See. 11. AS 04.21.080(b) is amended by adding a new paragraph to

,4H readi 

is

(6
17 n
IB
U
20
21
22
23
24 

26 
2fl
27

28
28II

(12) "community work" means and Is limited to work on 

projects designed to reduce or eliminate environmental damage, protect 

the public health, or Improve public land, forests, parks, roads, 

highways, facilities, or educatloni community work may not confer a 

private benefit on a person except as may be Incidental to the public 

benefit.

* Sec. 12. AS 29.10.200 la amended by adding a new paragraph to readi

(47) AS 29.20.270(e) (ordinance veto by mayor).

* Sec. 13. AS 29.20.270(a) is amended to readi

(a) Except as provided in (c)x  (AND) (d) and (e) of this sec­

tion, the mayor may veto an ordinance, resolution, motion, or other 

action of the governing body and may strike or reduce appropriation 

items.

* Sec. 14. AS 29.26.270 la amended by adding a new subsection to readi

(e) The veto does not extend to an ordinance adopted under

-11- CSSSHB 700(Fin) am



Chapter 80

AS 04.11.498. Thla aubiectlon appllaa to hone rule and general lew 

munlclpalltlea.

* Sec. 15. AS 29.25.020 la amended by adding a new aubaectlon to readi

(d) Thla aectlon doea not apply to an ordinance, propoaed under 

AS 04.11.502(c).

* Sec.. 16. AS 29.25.070 la amended by adding a new aubaectlon to readi

(d) lhla aectlon doea not apply to an ordinance adopted under 

AS 04.11.498(d) or (e).
I

* Sec. 17. AS 29.35.080(a) la amended to readi

(a) A municipality may regulate the poaaeealon. barter, aale, 

Importation, and conaumptlon of alcoholic beveragea In accordance with 

AS 04.11.480 04.11.506 and AS 04.21.010.

2*
n\

2»|

29

CSSSHB 700(Fin) ar; -12-



m m  • -  :. r
. . ... ■ ..-'sifrSSw - -

:s#llll
• v*,* g 3 s « B 1

• v. i'fyteJtfiiji 
.. :■■■■■ ■ 

. . . . . . . . .  ■.

' .\IS.3V- i':Ivitff.
W I

. ' . •
• ' f i  • •
■ V ii: ■'

■■■■



SENATE COMMITTEE REPORT

D ate  o f  3 / / S / B 1  5-DAY NOTICE 
IN ACCORDANCE WITH" U'NTFURM RULE 23

FURTHER: FINANCE
**FISCAL NOTE(S) ATTACHED /  **
IN ACCORDANCE WITH AS 2 4 . 0 8 . 0 3 5  
( s e e  be lo w )

DATE TURNED INTO OFFICE 3 / 2 L / S 7
Mr. P r e s i d e n t :

 HESS : Com m it tee  c o n s i d e r e d  SCR ^ _________

E x t e n d i n g  t h e  J o i n t  S p e c i a l  C om m it tee  o n  L o c a l  O p t i o n  L a w s .

FIRST COMMITTEE OF REFERRAL

a n d  r e c o m m e n d e d :

[ ] r e p l a c e  w i t h  C S    [ ] s a m e  t i t l e

[ j n e w  t i t l e
[ ] a t t a c h e d  a m e n d m e n t ( s )  a n d  

f)^] </&o p a ^ s  

] do n o t  p a s s  

] n o  r e c o m m e n d a t i o n  

] i n d i v i d u a l  r e c o m m e n d a t i o n s  

] f u r t h e r  r e f e r r a l  to

] l e t t e r  o f  i n t e n t  a d o p t e d  a n d  a t t a c h e d

* *  C o m m i t t e e  [)(] a t t a c h e d  o r  [ ] a d o p t e d  f i s c a l  n o t e ( s )  
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1 IN  THE SENATE ... '  ' ”  ~ BY BINKLEY

2 SENATE CONCURRENT RESOLUTION NO. 18

3 IN  THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 E x t e n d i n g  t h e  J o i n t  S p e c i a l  C o m m it te e  on

6 L o c a l  O p t i o n  Law s.

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

8 WHEREAS t h e  F i r s t  S e s s i o n  o f  t h e  F o u r t e e n t h  L e g i s l a t u r e  p a s s e d  S e n a t e

9 C o n c u r r e n t  R e s o l u t i o n  23 e s t a b l i s h i n g  a  J o i n t  S p e c i a l  C o m m it te e  on  L o c a l

10 O p t i o n  Law s; a n d

11 WHEREAS t h i s  j o i n t  s p e c i a l  c o m m i t te e  was i n t e n d e d  t o  d i s s o l v e  on  t h e

12 3 0 t h  d a y  o f  t h e  F i r s t  S e s s i o n  o f  t h e  F i f t e e n t h  L e g i s l a t u r e ;  and

13 WHEREAS t h e  j o i n t  s p e c i a l  c o m m i t t e e  r e q u i r e s  a d d i t i o n a l  t i m e  i n  w h ic h

14 t o  a d d r e s s  t h e  p r o b le m s  a s s o c i a t e d  w i t h  a l c o h o l  a b u s e  and  t h e  u s e  o f  l o c a l

15 o p t i o n  e l e c t i o n s  t o  com ba t t h i s  a b u s e ;

16 BE IT  RESOLVED by 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  t h a t  t h e  j o i n t  s p e c i a l

17 c o m m i t t e e  e s t a b l i s h e d  by t h e  F i r s t  S e s s i o n  o f  t h e  F o u r t e e n t h  L e g i s l a t u r e  by

18 S e n a t e  C o n c u r r e n t  R e s o l u t i o n  2 3 ,  s h a l l  n o t  d i s s o l v e  o n  t h e  3 0 t h  d a y  o f  t h e

19 F i r s t  S e s s i o n ,  b u t  s h a l l  d i s s o l v e  o n  t h e  l a s t  d a y  o f  t h e  S e c o n d  S e s s i o n  o f

20 t h e  F i f t e e n t h  L e g i s l a t u r e ,  a f t e r  s u b m i t t i n g  a w r i t t e n  r e p o r t  t o  t h e  l e g i s -

21 l a t u r e  t h a t  a d d r e s s e s  t h e  m e r i t s  o f  a n d  m akes r e c o m m e n d a t io n s  c o n c e r n i n g

22 t h e s e  l o c a l  o p t i o n  e l e c t i o n s .

L
S C R 0 1 8 A - 1 - S C R  18
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Offered in the SENATE FINANCE COMMITTEE 
TO: CS____(Fin) am

ADD:

* Sec* __• The unexpended and unobligated balance of the
appropriation made in sec. 2 1 , ch. 1 2 9 , SLA 1 9 8 6 , page 1 0 1 , line 2 6  

(joint committee on local option - $5 0 ,0 0 0 ) lapses into the general 
fund June 3 0 , 1 9 8 ,8 .



• Juneau, Alaska 99811 • (907)465-4985
f inance C om m ittee 

Co-C hairm an

M E M O R A N D U M  M a y  15, 1987

T O : House Finance Committee

F R O M : Senator Johne Binkley ;

RE: Senate Concurrent Resolution 18
Extending the Joint Special Committee on
Local Option Laws

T h e  Joint Special Committee on Local Option Laws, created by the 
Fourteenth Legislature, was mandated to review the alcohol local option 
laws. T h e  committee traveled throughout Alaska, taking testimony, 
and collecting data on the subject of alcohol problems a n d  the 

effectiveness of the Icoal option laws.

As a result of the findings of the committee, the alcohol local option 
laws (AS 04.11) were a m e n d e d  in 1986 to include a fifth option which 
allows individual communities to choose to b a n  possession of alcohol.

This is an important law to m a n y  villages. In the course of our 

hearings, the committee determined that follow-up efforts would be 
required to assist communities that wished to consider this option. It 
is very important that the law is understood completely a n d  that 
procedures for adopting a n d  enforcing the law are followed very 
carefully. During the interim the Local Option Committee contracted 
with T a n a n a  Chiefs Conference for follow-up services, including 

outreach a n d  training.

Outreach efforts have included public service announcements, letters, 
bulletins, extensive telephoning to communities a n d  organizations that 
indicated an interest in the n e w  law. A  training manual w a s  developed, 

and T C C  traveled to those communities that requested training on the 

fifth option.

To date, eight communities in Alaska have voted and adopted the option 

to ban possession of alcohol within their community. It has become 

apparent that the need to oversee the implementation of the local option 

law continues. Additional villages ha v e  expressed a desire for training. 

Also, the committee m a y  wish to consider technical a m e n d m e n t s  to the 

law.



May 15, 1987
Page 2

This resolution would extend the life of the Local Option Committee 
through the Fifteenth Legislature. It is important that the committee 
continue to monitor the n e w  Fifth Option, a n d  to identify a n y  changes 
that m a y  be required.
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IN THE SENATE BY BINKLEY

SENATE CONCURRENT RESOLUTION NO. 18 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - FIRST SESSION
o

E x t e n d i n g  t h e  J o i n t  S p e c i a l  C o m m it te e  on  

L o c a l  O p t i o n  Laws.

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

WHEREAS t h e  F i r s t  S e s s i o n  o f  t h e  F o u r t e e n t h  L e g i s l a t u r e  p a s s e d  S e n a t e  

C o n c u r r e n t  R e s o l u t i o n  23 e s t a b l i s h i n g  a  J o i n t  S p e c i a l  C o m m it tee  on L o c a l  

O p t i o n  L aw s; and

WHEREAS t h i s  j o i n t  s p e c i a l  c o m m it te e  was i n t e n d e d  t o  d i s s o l v e  on  t h e  

3 0 t h  d a y  o f  t h e  F i r s t  S e s s i o n  o f  t h e  F i f t e e n t h  L e g i s l a t u r e ;  and

WHEREAS t h e  j o i n t  s p e c i a l  c o m m i t t e e  r e q u i r e s  a d d i t i o n a l  t i m e  i n  w h ic h  

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

o p t i o n  e l e c t i o n s  t o  com bat t h i s  a b u s e ;

BE IT  RESOLVED by 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  t h a t  t h e  j o i n t  s p e c i a l  

c o m m i t t e e  e s t a b l i s h e d  by t h e  F i r s t  S e s s i o n  o f  t h e  F o u r t e e n t h  L e g i s l a t u r e  by 

S e n a t e  C o n c u r r e n t  R e s o l u t i o n  2 3 ,  s h a l l  n o t  d i s s o l v e  o n  t h e  3 0 t h  d a y  o f  t h e  

F i r s t  S e s s i o n ,  b u t  s h a l l  d i s s o l v e  on  t h e  l a s t  d a y  o f  t h e  S e c o n d  S e s s i o n  o f  

t h e  F i f t e e n t h  L e g i s l a t u r e ,  a f t e r  s u b m i t t i n g  a  w r i t t e n  r e p o r t  t o  t h e  l e g i s ­

l a t u r e  t h a t  a d d r e s s e s  t h e  m e r i t s  o f  and  m akes r e c o m m e n d a t io n s  c o n c e r n i n g  

t h e s e  l o c a l  o p t i o n  e l e c t i o n s .

S C R 0 1 8 A - 1 - S C R  18
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CSHJR
H O U S E

18 (fin.
1 / 2 0 / 8 8

CONTINUATION o f  FISCAL NOTE ANALYSIS 

F o r  B i l l / R e s o l u t i o n  No.  HJR //18

counting purposes. However, these costs are based on the assumption that all candidates and issues will fit on three ballot cards, which is the norm. It should be noted, however that should the inclusion of this issue require a 
4 th ballot to be printed, the cost increase would have to be calculated at 1 6  cents per ballot x approximately 3 2 0 , 0 0 0  voters. The total cost of printing the additional ballot card would be $5 1 .2 . .
Under these circumstances the fiscal note would be:

53.4
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O r i g i n a l  s p o n s o r s :  D o n le y ,  G r u e n b e r g ,
B o y e r ,  e t  a l .

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE JOINT RESOLUTION NO. 18 ( F i n a n c e )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

P r o p o s i n g  a n  amendment t o  t h e  C o n s t i t u ­

t i o n  o f  t h e  S t a t e  o f  A l a s k a  r e l a t i n g  t o  

r e s i d e n t  p r e f e r e n c e .

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

* S e c t i o n  1. A r t i c l e  I ,  C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a ,  i s  amended 

b y  a d d i n g  a  new s e c t i o n  t o  r e a d :

SECTION 23 .  RESIDENT PREFERENCE. T h i s  c o n s t i t u t i o n  does  n o t  

p r o h i b i t  t h e  S t a t e  f rom  g r a n t i n g  p r e f e r e n c e s ,  on t h e  b a s i s  o f  A l a s k a  

r e s i d e n c e ,  t o  r e s i d e n t s  o f  t h e  S t a t e  o v e r  n o n r e s i d e n t s  t o  t h e  e x t e n t  

p e r m i t t e d  b y  t h e  C o n s t i t u t i o n  o f  t h e  U n i t e d  S t a t e s .

* S e c .  2 .  The amendment p r o p o s e d  by  t h i s  r e s o l u t i o n  s h a l l  b e  p l a c e d  

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

w i t h  a r t .  X I I I ,  s e c .  1, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a ,  and  t h e  e l e c ­

t i o n  law s  o f  t h e  s t a t e .

-1- CSHJR 1 8 (Fin)



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

Original sponsors: Donley, Gruenberg,

5 -0 4 7 9 X ' Cramer 
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L / U I l l C  y  |  v i  U C l l U C I ^  |   1 IBoyer, et al.

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE JOINT RESOLUTION NO. 1 8  (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE - SECOND SESSION

Proposing an amendment; to the Constitu­
tion of the State of Alaska relating to 
resident preference.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1 . Article I, Constitution of the Stite of Alaska, is amended 

by adding a new section to read: 3

SECTION 2 3 . RES IDENTA PREFERENCE. This constitution does not
prohibit the State from grantinĝ preferences, on the basis of Alaska 
residence, to residents of the State over nonresidents to the extent
permitted by the Constitution of the United States.

* Sec. 2 . The amendment proposed by this resolution shall be placed 
before the voters of the state at the next general election in conformity 
with art. XIII, sec. 1 , Constitution of the State of Alaska, and the elec­
tion laws of the state.

-1- CSHJR 18(Fin)



M R 7 8

BURKE, J u s t i c e ,  c o n c u r r i n g .

I  c o n c u r  i n  t h e  d e t e r m i n a t i o n  t h a t  A l a s k a ' s  " l o c a l

h i r e "  l a w 1 v i o l a t e s  t h e  P r i v i l e g e s  a n d  I m m u n i t i e s  C l a u s e  o f  th*e

C o n s t i t u t i o n  o f  t h e  U n i t e d  S t a t e s ,  f o r  t h e  r e a s o n s  s t a t e d  i n  t h e

o p i n i o n  o f  t h e  c o u r t ,  a u t h o r e d  b y  J u s t i c e  M a t th e w s .  I n  my 

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

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

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

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

l a n g u a g e  o f  a r t i c l e  I ,  s e c t i o n  1 o f  t h e  A l a s k a  C o n s t i t u t i o n .

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

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

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

r e q u i r e m e n t s  o f  t h e  A l a s k a  C o n s t i t u t i o n .  S h a f e r  v .  V e s t ,  680 

P . 2d  1 1 6 9 ,  1172 ( A l a s k a  1984} ( B u r k e ,  C . J . ,  c o n c u r r i n g ) .

A l t h o u g h  t h i s  a p p r o a c h  h a s  b e e n  c r i t i c i z e d  b y  som e,  i t  i s  t h e  o n e  

f a v o r e d  b y  a  n um ber  o f  r e s p e c t e d  j u d g e s  a n d  l e g a l  c o m m e n t a t o r s ,  

w h o s e  r e a s o n s  a p p e a r  f a r  m ore  p e r s u a s i v e  t o  me t h a n  d o  t h o s e  o f  

t h e  p e r s o n s  i n  t h e  o p p o s i t e  c am p .  S ee  R . F .  U t t e r ,  F reedom  a n d

1 .  . AS 3 6 . 1 0 .

2 .  ■ U .S .  C o n s t . ,  a r t .  IV , .  S 2 .

3 .  A r t i c l e  X, s e c t i o n  1 o f  t h e  A l a s k a  C o n s t i t u t i o n  
p r o v i d e s ,  lin p a r t ,  " t h a t  a l l  p e r s o n s  a r e  e q u a l  a n d  e n t i t l e d  t o  
. e q u a l  r i g h t s ,  o p p o r t u n i t i e s ,  a n d  p r o t e c t i o n  u n d e r  t h e  l a v . "
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D i v e r a i t v  i n  t h e  F e d e r a l  S y s t e m :  P e r s p e c t i v e s  o n  S t a t e '

C o n s t i t u t i o n s  a n d  t h e  W a s h i n g t o n  D e c l a r a t i o n  o f  R i g h t s , 7 D. 

P u g e t  S ound  L .  R ev .  491 ( 1 9 8 4 ) .  I n  a n y  e v e n t ,  i t  i s  t h e  a p p r o a c h  

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

r e a s o n s .

A d e c i s i o n  b y  t h i s  c o u r t  t h a t  t h e  l o c a l  h i r e  law  

v i o l a t e s  t h e  A l a s k a  C o n s t i t u t i o n  w o u l d  b r i n g  t h i s  c a s e  t o  an  

i m m e d i a t e  e n d ,  s i n c e  i t  h a s  l o n g  b e e n  h e l d  t h a t  i t  i s  b e y o n d  t h e  

p o w e r  o f  t h e  U n i t e d  S t a t e s  Supreme C o u r t  t o  r e v i e w  a  s t a t e  

c o u r t ' s  i n t e r p r e t a t i o n  o f  i t s  s t a t e  c o n s t i t u t i o n ,  " a s  l o n g  a s  t h e  

s t a t e  g r o u n d  i s  I n d e p e n d e n t  o f  a n y  f e d e r a l  g r o u n d  a n d  i s  a d e q u a t e  ■ 

t o  s u p p o r t  t h e  j u d g m e n t . "  I d .  a t  5 0 5 ,  c i t i n g  M i c h i g a n  v .  L o n g . 

463 U . S .  1 0 3 2 ,  77 L . E d . 2 d  1 2 0 1 ,  103 S . C t .  3469  (1983)  a n d  Fox 

F i l m  C o r p .  v .  M i l l e r ,  296 U . S . :  2 0 7 ,  80 L . E d .  1 5 8 ,  56 S . C t .  183 

( 1 9 3 5 ) .  The m a j o r i t y  o p i n i o n ,  h o w e v e r ,  l e a v e s  t h e  f i n a l  r e s u l t  

s t i l l  u n c e r t a i n .

G iv e n  t h e  u n d e r s t a n d a b l e  p o p u l a r i t y  o f  l o c a l  h i r e  .
• ' • •  « 

m e a s u r e s  i i i  A l a s k a ,  i t  i s  a  - f o r e g o n e  c o n c l u s i o n  t h a t  s t a t e

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

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

s u c h  d i s p u t e s ,  t h e  U n i t e d  S t a t e s  S u p rem e  C o u r t .  S h o u l d  t h e

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

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



v i o l a t e s  t h e  A l a s k a  C o n s t i t u t i o n .  T h u s ,  t h e  u l t i m a t e  o u t c o m e  

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

c o u r t .  R a t h e r  t h a n  e x p o s e  t h e  p a r t i e s  a n d  t h e  & o p l e  o f  t h i s  

s t a t e  t o  s u c h  u n c e r t a i n t y ,  a n d  t h e  a d d e d  c o s t  o f  f u t u r e  

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

l aw  h e r e  a n d  now.

A n o t h e r  r e a s o n  f o r  u s  t o  e x a m in e  t h e  r e q u i r e m e n t s  *of 

t h e  A l a s k a  C o n s t i t u t i o n  i s  t h e  a l m o s t  c e r t a i n  f a c t  t h a t  t h e  s t a t e  

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

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

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

s t a t e m e n t  c o n t a i n e d  i n  o u r  s t a t e  c o n s t i t u t i o n ,  " t h a t  a l l  p e r s o n s  

a r e  e q u a l  a n d  e n t i t l e d  t o  e q u a l  r i g h t s  [and ]  o p p o r t u n i t i e s . 1' 

A l a s k a  C o n s t ,  a r t* .  I ,  § 1 ( e m p h a s i s  a d d e d ) .  The f a c t  t h a t  i t  may 

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

o f  t h e  U n i t e d  S t a t e s  C o n s t i t u t i o n  d o e s  n o t  mean t h a t  t h e  same 

s t a t u t e  w i l l ! p a s s  m u s t e r  u n d e r  t h i s  o r  some o t h e r  p r o v i s i o n  o f ;  

t h e  A l a s k a  C o n s t i t u t i o n .  I t  i s  i m p o r t a n t ,  I  t h i n k ,  t o  make t h i s  

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

r e p r e s e n t a t i v e s .
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J a n u a r y  22, 1988

M _§ _ M _ 0 _ R _ A _ N _ D _ U _ M

To: R e o r e s e n t a t i v e  A1 A d a m s ,  C h a i r
H o u s e  F i n a n c e  C o m m i t t e e

F ro m :  R e p r e s e n t a t i v e  D a v e  D o n l e y  ^

Re: R e q u e s t  for h e a r i n g  on H J R  18

I a m  w r i t i n g  to r e q u e s t  a h e a r i n g  b e f o r e  the H o u s e  F i n a n c e  C o m m i t t e e  
on H J R  18, r e l a t i n g  to local h i r e  laws u n d e r  A 1 a s k a 's C o n s t i t u t i o n .

H J R  18 w o u l d  put a p r o p o s e d  c o n s t i t u t i o n a l  a m e n d m e n t  b e f o r e
the v o t e r s  that w o u l d  c l a r i f y  the S t a t e ' s  r i ght to g r a n t  e m p l o y m e n t

p r e f e r e n c e s  to its o w n  c i t i z e n s .

T h e  m e a s u r e  w a s  s p a r k e d  by r e m a r k s  m a d e  by J u s t i c e  B u r k e  in 
r e v i e w i n g  the F £ a n c U s  c a s e  that A l a s k a ' s  c o n s t i t u t i o n  has a 
s t r o n g e r  p r o h i b i t i o n  a g a i n s t  local h i r e  p r e f e r e n c e s  t h a n  the 
U. S .  C o n s t i t u t i o n  m a n d a t e s .  J u s t i c e  B u r k e  c o m m e n t e d  that local 
h i r e  laws a d o p t e d  by the L e g i s l a t u r e  m a y  h a v e  a h a r d e r  time 
m e e t i n g  c o n s t i t u t i o n a l  m u s t e r  u n d e r  our own C o n s t i t u t i o n  th a n  
th e y  w o u l d  e x p e r i e c e  u n d e r  f e d e r a l  r e view.

H J R  18 has a small fiscal n o t e  to c o v e r  the c o s t  of p u t t i n g  
the m e a s u r e  on the b a l l o t .  P l e a s e  call m e  or G i n g e r  Bairn at 
4 9 5 4  if you h a v e  any q u e s t i o n s  or n e e d  a d d i t i o n a l  i n f o r m a t i o n .

M EM B E R
STATE AFFAIRS COMMITTEE

HEALTH. EDUCATIONAL 
AND SOCIAL SERVICES COMMITTEE

ANCHORAGE OFFICE
3111 "C" STREET. SUITE 450 • A N C H O R A G E ,  ALAS K A  99503 • (907)561-7629

•<̂ £> •«



Offered: 1/20/88
Referred: Finance

5-0479B

O r i g i n a l  sponsors: D o n ley, G r u e n b e r g ,  
B o yer, et al.

1 I N  T H E  H O U S E  B Y  THE J U D I C I A R Y  C O M M I T T E E

2 CS F O R  H O U S E  J O I N T  R E S O L U T I O N  NO. 18 (Judiciary)

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

4 F I F T E 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

5 P r o p o s i n g  a n  a m e n d m e n t  to t h e  C o n s t i t u -

6 t i o n  of  the State of A l a s k a  r e l a t i n g  to

7 r e s i d e n t  e m p l o y m e n t  p r e f e r e n c e .

8 B E  IT R E S O L V E D  B Y  T HE L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A SKA:

9 * S e c t i o n  1. A r t i c l e  I, C o n s t i t u t i o n  of t h e  S t a t e  of A l a s k a ,  is a m e n d e d

10 b y  a d d i n g  a n e w  s e c t i o n  to read:

11 S E C T I O N  23. R E S I D E N T  E M P L O Y M E N T  P R E F E R E N C E .  T his c o n s t i t u t i o n

12 d o e s  n o t  p r o h i b i t  t he S t a t e  f r o m  g r a n t i n g  e m p l o y m e n t  p r e f e r e n c e s  to

13 r e s i d e n t s  of the State.

14 * Sec. 2. T he a m e n d m e n t  p r o p o s e d  by this r e s o l u t i o n  s h all be p l a c e d

15 b e f o r e  the v o t e r s  of t he s t a t e  at t h e  n e x t  g e n e r a l  e l e c t i o n  i n  c o n f o r m i t y

16 w i t h  art. XIII, sec. 1, C o n s t i t u t i o n  of t he S t a t e  o f  A l a s k a ,  a n d  the elec-

17 t i o n  laws of the state.

HJR018B - 1 - CSHJR 18(Jud



I n t r o duced: 2/20/87
Referred: L a b o r  & C o m merce
an d  J u d i c i a r y

5-0479A

B Y  DONLEY, G R U E NBERG, BOYER, 
H O F F M A N ,  K O P O N E N ,  S P R I N G E R

1 IN T H E  H O U S E  A N D  G R U S S E N D O R F

2 H O U S E  J O I N T  R E S O L U T I O N  NO. 18

3 IN  T HE L E G I S L A T U R E  OF T H E  S T A T E  OF  A L A S K A

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

5 P r o p o s i n g  a n  a m e n d m e n t  to th e  C o n s t i t u -

6 t i o n  of  the S t a t e  of A l a s k a  r e l a t i n g  to

7 r e s i d e n t  p r e f e r e n c e  u n d e r  the e q u a l

8 p r o t e c t i o n  clause.

9 B E  IT R E S O L V E D  BY  T H E  L E G I S L A T U R E  O F  THE S T A T E  O F  ALASKA:

10 * S e c t i o n  1. A r t i c l e  I, sec. 1, C o n s t i t u t i o n  of the State of  A l a s k a ,  is

11 a m e n d e d  to read:

12 S E C T I O N  1. I N H E R E N T  R I G H T S .  T h i s  c o n s t i t u t i o n  is d e d i c a t e d  to

13 the p r i n c i p l e s  that all p e r s o n s  hav e  a n a t u r a l  right to life, liberty,

14 the p u r suit of  ha p p i n e s s ,  and t he e n j o y m e n t  of the r e w a r d s  of t h eir

15 o w n  industry; that all p e r s o n s  are e q u a l  a n d  e n t i t l e d  to e q ual rights,

16 o p p o r t u n i t i e s ,  and p r o t e c t i o n  u n d e r  the law; a n d  that all p e r s o n s  hav e

17 c o r r e s p o n d i n g  o b l i g a t i o n s  to t h e  p e o p l e  a n d  to the State. This sec-

18 t i o n  d o e s  not p r o h i b i t  t he S t a t e  f r o m  g r a n t i n g  p r e f e r e n c e s  co n s i s t e n t

19 w i t h  t he C o n s t i t u t i o n  of the U n i t e d  S t a t e s  to r e s i d e n t s  of the State.

20 * Sec. 2. The a m e n d m e n t  p r o p o s e d  by t his r e s o l u t i o n  shall be p l a c e d

21 b e f o r e  the v o t e r s  of the s t ate at t h e  nex t  g e n e r a l  e l e c t i o n  in c o n f o r m i t y

22 w i t h  art. XIII, sec. 1, C o n s t i t u t i o n  of the S t a t e  of Alaska, a nd the elec-

23 t i o n  laws of the state.

HJR018A - 1 - HJR 18





“am*

HOUSE
FURTHER.REFERRALS4/17/87

DATE

- M m m z

amR e l a t i n g  to d e p e n d e n t  care benefits under th e Supplemental Benefits System

w  &  ■ j y  ' • • ■ ■

Committee

r e p l a c e  w i t h  C S  t t C R  - f t  f  F f h -

amendment(s) 

d o  pass / 

do. n o t  pas s 

n o  r e c o m m e n d a t i o n  

individual r ec o mm en da ti on s 

a dd it io na l r e f e r r a l  to the

]

]

;]

letter o f  intent

H E W  FISCAL N O T E (s ) 

f iscal impact 

zero fiscal note

] same as p r e v i o u s  fiscal note 

p u bl is he d • '

] same as p r e v i o u s  zero fiscal 

:e p u b l i s h e d  ___________

O T H E R  REOOHHEHDATIOHS:

/ C ' a  /Z-d-JL> ,

yO/VtL\5>. ' j A r f U L b l '

—  A S o  A J L * -

Chairman's ' :fa



STATE OF ALASKA 1987 LEGISLATIVE SESSION 
FISCAL NOTE

REQUEST
Revis ion Date:_________________
T i t l e :  R e la t in g  t o  d e p e n d e n t c a re

b e n e f i t s  u n d e r SBS

B i l l  Version:_ 
Publish Date:"

CSHCR

Agency A f fec ted :  A d m in is t r a t io n

BRU: R e tir e m e n t  and B e n e f i t s

S p o n s o r :  F ra n k  and B oye r

R e q u e s t o r :  H o u s e , S t a t e  A f f a i r s

C o m p o n e n t s : R e t ir e m e n t  and B e n e f it s

j i £ E k )

EXPENDITURES/REVENUES: (Thousands o f D o l l a r s )
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

CRANTS, CLAIMS

MISCELLANEOUS

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 3 3 0

FUNDING: (Thousands o f  Dol l a r s )
GENERAL FUND 0 0 0 0 0 0

FEDERAL FUNDS 0 0 0 0 0 0

OTHER 0 0 0 0 0 0

TOTAL 0 0 0 0 0 0

POSITIONS:
F U L L-T IM E

P A R T-TIM E

TEMPORARY

0 0 0 0 0 0

0 * 0 0 0 0 0

0 0 0 0 0 0

ANALYSIS: Attach a separate page i f  necessary
Any cos ts  requi red by changes' in Supplemental Bene f i t s  System (SBS) w i l l  be 
borne by SBS pa r t i c ip an t s  through the program's adm in is t ra t i ve  fe e s .

Prepared By: M ic h a e l b .

D i v i s i o n :  R e t ir e m e n t  and B e n e f it s

C o u g h lin ,  D ep uty D ir e c t o r  c Phone:
Date:

Approved by Commissioner: Garre.y Peska
Agency: Department o f  Administ rat ion *
D is t r i b u t i o n  (by p repa re r ) :  

L e g i s l a t i v e  Finance 
L eg i s l a t i v e  Sponsor 
Requestor
O f f i c e  o f  Management and Budget 
Impacted Agency(ies)
Senate Secre ta ry Page o f

465-44^0

A p r i l  1 5 , 1987

Date :_  < ///C S g 7

Rev. 01 /23 /87
14/201/0415*13
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O r i g i n a l  s p o n s o r s :  F r a n k ,  B o y e r ,
Koponen an d  Sund

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE CONCURRENT RESOLUTION NO. 19 ( F i n a n c e )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE -  FIRST SESSION

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

u n d e r  t h e  S u p p l e m e n t a l  B e n e f i t s  S y s te m .  

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

WHEREAS c h a n g e s  t o  t h e  f e d e r a l  income t a x  la w s  r e q u i r e  c h a n g e s  t o  t h e  

s t a t e ' s  s u p p l e m e n t a l  e m p lo y ee  b e n e f i t s  p r o g r a m ;  an d

WHEREAS c h a n g e s  an d  c l a r i f i c a t i o n s  o f  f e d e r a l  t a x  la w  s i n c e  t h e  s u p ­

p l e m e n t a l  em p lo y ee  b e n e f i t s  p ro g ra m  was d e s i g n e d  i n  1979 w i l l  p e r m i t  t h e  

s t a t e  t o  o f f e r  a  c a f e t e r i a  p l a n  w i t h  a  v a r i e t y  o f  b e n e f i t s  f ro m  w h ich  

e m p lo y ees  may make s e l e c t i o n s ;  and

WHEREAS one  o f  t h e  o p t i o n s  p e r m i t t e d  by  f e d e r a l  t a x  l a w  i s  a  d e p e n d e n t  

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

p a i d  f ro m  income n o t  s u b j e c t  t o  f e d e r a l  t a x a t i o n ;  and

WHEREAS c h i l d  c a r e  e x p e n s e s  c a n  b e  a  s i g n i f i c a n t  e x p e n s e  f o r  w o r k in g  

p a r e n t s ;

BE IT  RESOLVED t h a t  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  r e s p e c t f u l l y  u r g e s  

t h e  G o v e rn o r  t o  d i r e c t  t h e  D e p a r tm e n t  o f  A d m i n i s t r a t i o n  t o  o f f e r  d e p e n d e n t  

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

t o  s u b m i t  a p p r o p r i a t e  l e g i s l a t i o n  t o  t h e  l e g i s l a t u r e  b y  J a n u a r y  2 0 ,  1988.
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S T E V E  F R A N K
DISTRICT ZOA

Finance Committee

1125 Sunset Drive 
Fairbanks, Alaska 99701 

(907) 452-3421

TO:

f r o m :

RE:

DATE:

A la s k a  is ta te  le g is la tu r e a
While in I 
P. O. Box V 

Juneau, Alaska 99811 
(907) 465-3709

J^ous?e o f &epre£entatibe£f
all members, H ou se  State Affairs Committee

R e p . S te ve  Frank

House C oncurrent R es o lu t i o n  19

April 15, 1987

T h e  p u r p o s e  of this resol ut io n is to encourage the 
a dm in i s t r a t i o n  to include de p endent care bene f it s in the list 
of options offered u n d e r  th e  S up plemental Benefits System 
( SB S) . Th is  wi ll  a ll ow  state employees to p ay for dependent 
care services w i t h  p r e- t ax  dollars, instead of after-tax 
dollars.

In or d er  to c o n fo rm  w i t h  the 1986 T a x  Act, SBS will be 
r e v i s e d  and will r eq ua li fy  un de r a d i f f e r en t section of the 
t a x  code (IRC 125) . As such, SBS will b e  able to offer a 
d e p e nd en t  care plan, where as  pr ev io u s l y  t he i r t r ea tment b y  the 
IRS w o u l d  n o t  a ll ow  that.

Three c o mp el li ng  arguments for this legislation are:

1) as mentioned, SBS will be revi se d to conform to the 
n e w  tax code,

2) the cost of dep e nd en t care will be p a i d  for b y  those 
who opt for it, and

3) the state can set a s tandard that, hopefully, the 
priv a te  sector wi ll  adopt.

P r o b a b l y  t h e  b e s t  mo de l to look at r eg a rd in g flexible 
b m e i ' i t  plans that of fe r de pe nd en t  care services is the 
A n c h o r a g e  Municipality. A c c o rd in g to t h e i r  benefits director 
th e y are p l e a s e d  w i t h  the p r o g r a m  a n d  h av e about a 5.2% 
p a r t i c i p a t i o n  rate.



St a t utory changes will be necessary later to accomplish 
the SBS requalifying. H C R  19 will send a message to the 
a dmini s t r a t i o n  encouraging them to include dependent care in 
the r e v i s e d  SBS.

T h a n k  y o u  for your consideration.



SECTION 1

DEFINITIONS

When used here in , the terms defined in Section 1 of the Program 
s h a l l  have the same meaning as th e re in  defined and the fo l lo w in g  
additional terms sha ll have the following meanings:

1.01 Dependent 

"Dependent" means:

(a) a c h i ld  who is under the age of 15 and with respect to whom an
employee or h is spouse is  en t it led  to a dependency exemption
under Section 151(e) of the Code; or

(b) a re la t iv e  or household member of an employee over ha lf of
whose support is  received from the employee and who is
p h y s ica l ly  or mentally incapable of caring fo r  h im se lf; or

(c) th e  spouse of an employee who i s  p h y s i c a l l y  or m enta lly
incapable of caring fo r  h im self.

1.02 Dependent Care Expenses

"Dependent Care Expenses" means the expenses specif ied  in Section 3 
that q u a lify  as E l ig ib le  Expenses.

1.03 Earned Income

“ Earned Income" means wages, s a la r ie s ,  t ip s  and other employee 
compensation, plus net earnings from self-employment, computed without 
regard to any community property laws and excluding any amounts received 
as a pension or annuity , as reimbursement of E l ig ib le  Expenses under the 
Program or as dependent care  a s s is ta n c e  under any o ther em ployer's 
program. An employee's spouse who i s  e ith e r  a student or incapable of 
caring fo r  himself sha ll be deemed, fo r each month during which such
spouse is  e ith e r  a fu l l- t im e  student at an educational in s t itu t io n  or a
Dependent, to be g a in fu l ly  employed and to have Earned Income of not le ss  
than;

(a) $200~per month, i f  the employee has only one Dependent for the 
Plan Year, or

(b) $400 per month, i f  the employee has two or more Dependents fo r 
the Plan Year.

1.04 Plan

"Plan" means the Anchorage Dependent Care Assistance Plan as 
described in th is  document and any amendments thereto .

- 2 -



POSITION PAPER

House Concurrent Resolution 19

This reso lution requests the Governor to d irec t  the Department of 
Administration to o ffe r  dependent care assistance as a benefit option 
under the Supplemental Benefits System (SBS) a f te r  the SBS has been 
q u a lif ied  under Section 125 of the Internal Revenue Code.

The Tax Reform Act o f 1986 w i l l  require basic changes to the structure 
of the SBS since i t  w i l l  be subject to Section 125 ru le s .  Any costs 
involved in these changes w i l l  be borne by SBS partic ipants  through 
the program's adm inistrative fees . Section 125 w i l l  allow a dependent 
care plan to be offered as a benefit option. This option could 
provide reimbursement of up to $5000 per year in dependent care 
expenses using before-tax d o lla rs .

.The Department supports th is  reso lution . Dependent care assistance 
under a requa lif ied  SBS w i l l  be a valuable benefit to many employees.

f  Division of Retire
_ . rector 
Retirement & Benefits

Date

Date
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d e p a r t m e n t  o f  a d m in is t r a t io n
DIVISION OF RETIREMENT & BENEFITS 
PLEASE REPLY TO:
3  P.O.BOX CR

JUNEAU. ALASKA 99811-0203 
PHONE: (907)465-4460

□  2600 DENALI ST. SUITE 401 
ANCHORAGE. ALASKA 99503 
PHONE (907) 277-7504

I

3! PuOlic Emoloye«s' Retirement Syf 
i Teachers' Retirement System 

Judicial Retirement System 
Elected PuOlic Officers Retirement Sys. 
National Guard Retirement System 
Territorial Retirement System 
Retirees Voluntary Dental-Vision-Audio Plan 
Supplemental Benefits System 
Group Health/Life Insurance Benefits 
Oeferred Compensation Plan 
Public Employers Social Security Contributions

STEVE COVYPER, GOVERNOR

March 23, 1987

The Honorable Steve Frank 
Alaska State Legis lature 
P.O. Box V 
Juneau, AK 99811

Dear Representative Frank:

I am w rit ing  to confirm my discussions with Mr. R ick So lie  of your o ff ice  
regarding a dependent care option under the Supplemental Benefits System 
(SBS).

The only way that an employee may pay for dependent care on a pre-tax 
basis is  fo r the employer to o ffe r  such a program through a f le x ib le  
benefit plan. The SBS is  not cu rrently  a f le x ib le  benefit plan in  the 
eyes of the Internal Revenue Serv ice .

The Tax Reform Act of 1986 w i l l  require some important changes to the SBS. 
The most s ig n if ic a n t  change w i l l  be the req u a lif ica t io n  of the plan as a 
f le x ib le  benefit plan under Internal Revenue Code (IRC) 125. This 
q u a lif ica t io n  would allow both taxable and non-taxable benefits to be 
offered to employees. Dependent care benefits could then be implemented. 
Other changes such as having the annuity portion o f SBS become a 
freestanding plan, rather than an integral part of the SBS as i t  i s  now, 
w i l l  a lso be required.

Mr. So lie  has stated your intentions of providing some assistance to 
employees requiring dependent care se rv ices . I believe that the 
requa lif ied  SBS plan would be an ideal veh ic le  to provide such a benefit 
a f te r  the changes_required by Tax Reform are accomplished.

While I am confident that le g is la t iv e  changes w i l l  be required in the 
future to accommodate changes in the program, i t  is  not c lea r  at th is  time 
as to the extent of these changes. I have suggested to Mr. So lie  that a 
resolution stating the Leg is la tu re 's  wishes regarding dependent care be 
introduced th is  year rather than le g is la t io n .  Leg is la t ion  can then be 
drafted in the next session to provide for any benefit changes or other 
changes that may be required.

02-B4LH Note: Please Include Your Social Security Number In All Correspondence & Requests Concerning Your Benefits.



The Honorable Steve Frank -2- March 23, 1987

Please contact me should you have any questions or required fu rther 
information on th is  subject.

S in ce re ly ,

Michael B. Coughlin 
Deputy Director

MBC/cam/3
cc : Marsha Hubbard

Deputy Commissioner 
Administrative Management 
Department of Administration



RECEIVED

MAR 0 5 1987
Division ot Wirement & Ben

March 2 , 1987

Mr. Michael B . Coughlin
Deputy D irector
State of Alaska
Department of Administration
D iv is ion  of Retirement & Benefits
P .O . Box CR (M0203)
Juneau, AK 99803

Re: SBS After-Tax Reform

Dear Mike:

The Tax Reform Act 1986 (TRA) requires important changes in the 
Supplemental Benefits System. P r io r  to discussing our recommendations 
on restructuring SBS, we believe that a b r ie f  h istory of S3S w il l  be 
h e lp fu l .

Current Structure of SBS

A ca fe te r ia  plan, which is  governed under IRC 125, permits employees 
to choose among various b en e fits .  In the past, a plan had to o ffe r 
both taxable and non-taxable benefits to s a t is fy  the def in it ion  of a 
ca fe te r ia  plan. The only deferred compensation arrangement, allowed 
in a ca fe te r ia  plan, is  a 401(k ) p ro f it  sharing plan.

When SBS was designed in 1979, ca fe te r ia  plans and 401(k) plans were 
brand new. I t  was uncertain whether a public en tity  such as the State 
of Alaska could maintain a "p ro fit-sharing" p lan. Thus, the 
Supplemental Annuity Plan was established as a 401(a) Money Purchase 
Pension Plan, and SBS offered only non-taxable benefits .

S3S had to oe structured to avoid any p o ss ib i l i t y  of an employee 
choosing a taxable benefit to avoid being considered a cafeteria p lan . 
For examDle, employer-paid group term l i f e  coverage over $50,000 i s  a 
taxable oeenfit . For th is  reason, the maximum l i f e  insurance option 
in SBS was set at $48,000, which, in conjunction with the $2,000 of 
l i f e  insurance provided to a l l  state employees, would prevent anyone 
from having more than $50,000 of employer-paid l i f e  insurance.

W i l .U A /M  M .
MERCERY
ACOKPl-’XVtO

u ^ l O l l i G X O f

\ M.umi Mi I ••iir.iii« omn.in\
3200 One Onion inuJft* • 5i*Jllln '.V.uhini:ton •mini . "H, ia» "i.iyi



William M. Metrer?MeidingCT, Incorporated

Mr. Michael B. Coughlin 
Page Two 
March 2 ,  1987

Tax Reform Act Changes
Since 1979, the IRS has fo rma l ly  approved 4 0 1 ( k ) plans f o r  the State 
o f  Tennessee, the Munic ipa l i ty  o f  Anchorage, and other lo ca l  
governments. However, the Tax Reform Act o f  1986 p roh ib i t s  the s ta te  
governments from es tab l i sh ing  4 0 1 ( k ) P r o f i t  Sharing Plans a f t e r  May 5, 
1986 ( e x i s t ing  plans may be con t inued ) .  TRA a l so  s ta tes  that any plan 
which o f f e r s  choices on ly  among non-taxab le  bene f i t s  is now sub ject to 
the  Section 125 r u l e s .  This c rea tes  a major dilemma f o r  the 
Supplemental Benef its  System. SBS is now considered a 125 c a f e t e r i a  
p lan ,  and the only defer red comoensation arrangement al lowed under a 
c a f e t e r i a  plan is a p r o f i t  sharing p lan .  The very same law which 
caused SBS to become a c a f e t e r i a  plan a l s o  p roh ib i t s  the s ta te  from 
e s ta b l i s h in g  a 4 0 1 ( k ) p r o f i t - s h a r i n g  p lan .  The inescapable conclusion 
i s  tha t  the Supplemental Annuity Plan must be a f ree -s tana ing p lan ,  
which i s  separate and apart  from the Supplemental Benef i t  System. For 
you r  cons ide ra t ion ,  we recommend the f o l l ow ing  changes in the 
Supplemental Benef it  System.
Supplemental Annuity Plan
As a f reestanding p lan ,  the Supplemental Annuity Plan should be
amended so tha t  the annual c on t r i b u t i o n ,  f o r  every employee, i s  X% o f
s a l a r y  up to the wage base. For example, X might be 6 . 1 3 * ,  but need 
not be. The average SBS member con t r ibu te s  11.37* to the Supplemental
Annuity P lan .  Thus, in the rev ised Annuity P lan ,  you might con t r ibu te
11.3% (up to the wage base) f o r  each member.
This change to  the Supplemental Annuity Plan can be accomplished with 
a r e l a t i v e l y  minor amendment to  the cu r ren t  p la n .  Admin ist rat ion o f  
the Supplemental Annuity Plan and a l l  o th e r  aspects o f  the p lan ,  would 
remain unchanged, except f o r  the f a c t  tha t  each employee would have 
the same percentage contributed to the p lan .
Supplemental Benef i ts  Svstam
Under the revised program, the Supplemental Annuity Dlan i s  not 
te cnn ic a l l y  a part o f  the Supplemental Bene f i t  System. SBS is a 125 
c a f e t e r ia ,  plan which can a l low employees to choose between taxab le  and
non-taxab le  b e n e f i t s .  The new SBS could have l i f e  insurance in excess
o f  S50 ,000 /yea r ,  could have a cash -op t ion ,  and could have dependent 
ca re  op t ions ,  in addit ion to ex i s t ing  b ene f i t  o p t ion s .  The 
con t r ibu t ion  to a new SBS would be Y%. Most l i k e l y ,  Y% would equal 
12.26% minus X% (from the Supplemental Annuity P l a n ) .  The new SBS 
could a l so  a l low pa r t i c ipan ts  to e l e c t  add i t iona l  s a la r y  d e f e r r a l s  
( g r e a t e r  than Y%) in order to pay f o r  add i t iona l  SBS bene f i t s  with 
b e fo re - t a x  d o l 1a r s .



William M. Mercer-Meidinger, Incorporated

Mr. Michael B. Coughlin 
Page Three 
March 2 , 1987

Dependent Care

Section 125 allows employees to e lec t  reimbursement of up to $5,000 
per year dependent care expenses. Under the new SBS, some of the 
dependent care money could come from the Y* and some from additional 
sa la ry  de fe rra ls . In any event, th is  w i l l  be a very valuable benefit 
fo r  some employees. In the M unicipality  of Anchorage F lex ib le  Benefit 
P lan , 5.2% of the members have elected to u t i l i z e  the dependent care 
option, at an average annual rate of approximately $3,400. The 
a b i l i t y  to provide for th is  exoense with befora-tax do llars  is  a 
s ig n if ica n t  enhancement to SBS.

Cash Potion

Because of the sta te 's  budget co n stra in ts , the-lack of pay increases, 
and in fact pay decreases, some employees may be under financia l 
s t r a in .  Thus, a new cash option in SBS may be appreciated by 
employees. P ra c t ic a l ly ,  cash is  a necessary feature of the new plan. 
In the old plan, monies that did not go to h e a l th / l i fe / d is a b i l i t y ,  
automatically went into the annuity plan. Now, a cash option can be 
the "safety valve" for monies not used fo r heal th/1i fe/d isaD i1i t y  
premiums.

Advantages

Some of the advantages of new SBS are :

(1) The dependent care option.

(2) The cash option.

(3) More f l e x ib i l i t y  in adding additional benefits .

(4) Via additional sa lary  d e fe r ra ls ,  errmloyees can pay for 
benefits which are more cost ly  than the 12.25% SBS 
contribution.

(5) By u t i l iz in g  the cash option, in conjunction with an
_  increase in deferra ls  to the Deferred Compensation P lan , 

most employees w i l l  be able to continue to defer at leas t  
12.26* of pay. Furthermore, employees w ill be able to 
select among investment options  ̂ in DC? wnile they do not 
have investment cRlTTces in the Supplemental Annuity P lan .



William M. Mercer-Meidinger, Incorporated

Mr. Michael B. Coughlin 
Page Four 
March 2 , 1987

(6) The Supplemental L i f e  Insurance Program could be eliminated 
while at the same time coverage l im it s  for l i f e  insurance 
under SBS could be extended. This w i l l  s im plify  
administration as well as eliminate the cost of one program.

Disadvantages

(1) Approximately 6% of the state  employees have already 
maximized the ir  contributions to the Deferred Compensation 
Plan. Hanv of these emoloyees, depending where the X% is  
established in the Annuity P lan , w i l l  see a net reduction in 
overall sa lary  deferra ls  between the Annuity Plan and DCP.
I f  "X" is  11.26%, then these few employees would only lose 
deferrals on 1% up to the wage base; i . e . ,  the most anyone 
could lose would be 5440 in d e fe r ra ls .  Based upon Jure 30, 
1986 data, 526 emoloyees would lose an average of 5237 in 
d e fe rra ls .  Of course, i f  an individual e lects  pre-tax 
contributions to fund dependent care or other SBS b enefits , 
DC? plan deferra ls  couid be fu rther l im ited .

(2) Some leg is la to rs  may feel the cash option is  not in the 
s p i r i t  of the Social Security Opt Out Program.

(3) Very few, i f  any, employees w i l l  have exactly 12.26% of 
the ir  pay being contributed to the annuity plan and SBS. 
V ir tu a lly  a l l  employees w i l l  be having additional sa lary  
d e ferra ls , or be receiving cash. Consequently, the payroll 
system w il l  have to be modified to handle t h i s .

(4) Emoloyees may no longer in d iv id u a l ly  se lect the amount 
contributed to the annuity plan on th e ir  behalf.

E f fe c t iv e  Dates

The chances requires by :he Tax Reform Act mast become e f fe c t iv e :

(1) January 1, 1983, i f  the IRS issues regulations p rio r to 
October 1, 1987; or

(2) on January 1, 1989.

There has been no indication from the IRS that regulations w i l l  be 
issued by th is  October. Consequently, I believe i t  is  l ik e ly  that the 
e f fe c t iv e  date for the Tax Reform Act changes w i l l  be January I ,  1939.



William M. Mercer-Meidinger, Incorporated

Mr. Michael B . Coughlin
Page Five 
March 2 , 1987

Summary

Because of the Tax Reform Act, several changes must be made to the 
Supplemental Benefit System. We believe that the recommended changes 
described in th is  le t te r  are, for the vast majority of emoloyees, a 
s ig n if ic a n t  improvement. We look forward to working c lose ly  with you 
on SBS over the following months.

S in ce re ly ,

Robert F .  Richardson, ASA 
Principa l

RFR/js





WAGE REDUCTION PLAN

( S e c t i o n  125 C a f e t e r i a  P l a n )

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

E m p l o y e r  a l l o w s  e m p l o y e e  t o  h a v e  h i s  g r o s s  t a x a b l e  w a g e  r e d u c e d  b y  a n  
a m o u n t  t h e  e m p l o y e e  s e l e c t s .  A n n u a l  m a x im u n  $ 5 , 0 0 0  o r  may n o t  e x c e e d  
t h e  t o t a l  g r o s s  in c o m e  o f  t h e  l o w e s t  p a i d  s p o u s e .  S u c h  a m o u n t  i s  u s e d  
b y  t h e  e m p l o y e r  t o  p a y  t h e  e m p l o y e e  u p o n  s u b m i t t a l  b y  t h e  e m p l o y e e  o f  
p a i d  c h i l d  c a r e  e x p e n s e .

E m p lo y e e  m a k e s  h i s  e s t i m a t e  o f  c h i l d  c a r e  e x p e n s e s  a n n u a l l y  a n d  c a n  
n o t  c h a n g e  t h e  a m o u n t  u n l e s s  t h e  e m p l o y e e  t e r m i n a t e s  f r o m  t h e  co m p an y  
o r  a  c h a n g e  i n  f a m i l y  s t a t u s  o c c u r s .

Uow d o e s  i t  w o r k ?

BENEFITS TO EMPLOYER -

S a v e s  s o c i a l  s e c u r i t y  t a x e s  w h i c h  w i l l  o f f s e t  p l a n  a d m i n i s t r a t i o n  
e x p e n s e s .

AFFECT ON SOCIAL SECURITY BENEFITS -

B e c a u s e  t a x a b l e  in c o m e  i s  r e d u c e d ,  s o c i a l  s e c u r i t y  b e n e f i t s  t h a t  
y o u  w i l l  r e c e i v e  u p o n  r e t i r e m e n t  may b e  s l i g h t l y  r e d u c e d  a s  w e l l .

AFFECT ON UNEMPLOYMENT -

U n e m p lo y m e n t  b e n e f i t s  may a l s o  b e  r e d u c e d  a s  a  r e s u l t  o f  l o w e r  
t a x a b l e  i n c o m e .

ADDITIONAL COMMENT -

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

M e d i c a l  p r e m iu m s  a n d  m e d i c a l  p a y m e n t s  ( d e d u c t i b l e s )

EXAMPLE



W A G E  R E D U C T I O N  P L A N  VS. NO P L A N

EXAMPLE

-  M r.  & M r s .  S m i t h

-  M r s .  S m i t h  e m p l o y e r  h a s  a  w a g e  r e d u c t i o n  p r o g r a m  

2 c h i l d r e n  u n d e r  a g e  15

C h i l d  c a r e  e x p e n s e s  o f  $ 5 , 0 0 0

-  1987 m a r g i n a l  t a x  r a t e  o f  28%

-  AGI $ 4 0 , 0 0 0

PARTICIPANT NONPARTICIPANT

A n n u a l  w a g e s ,  M r s .  S m i t h $ 1 8 , 0 0 0 $ 1 8 , 0 0 0

P r e t a x  p a y m e n t  o f  c h i l d  c a r e
e x p e n s e ( 5 , 0 0 0 ) -

L e s s
DO o 1 9 , 0 0 0

FICA . 0 7 1 5
F e d e r a l  (28% b r a c k e t )
A f t e r  t a x  p a y m e n t  o f  c h i l d  c a r e

( 9 3 0 )
( 3 , 6 4 0 )

( 1 , 2 8 7 )
( 5 , 0 4 0 )

e x p e n s e — ( 5 , 0 0 0 )

P l u s
C h i l d  c a r e  c r e d i t - 960

P a y  a f t e r  t a x e s  a n d  e x p e n s e s $ 8 , 4 3 0 $ 7 , 6 3 3

Savings $ 797
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Credit; for Child and Dependent Care Expenses

►  Attach to Form 1040. 

►  Sea Instructions below.

0MB No. 1545-0068

23
N am e(s) as  shown o n  Form  10 4 0 Your social security number

1 Write the number of qualifying persons who were cared for in 1985. (See the instructions below for the definition of 

qualifying p ersons.).......................................................................................................................................................►

2 If payments listed on line 3 were made to an individual, complete the following:

a If you paid $50 or more in a calendar quarter to an individual, were the services performed in your home? . . . 

b if "Yes," have you filed appropriate wage tax returns on wages for sen/ices in your home (see the instructions for 
line 2 ) ? ..........................................................................................................................................................................

c If the answer to b is "Yes," write your employer identification number...............................................►

3 Write the amount of qualified expenses you incurred and actually paid in 1985 for the care of the 

qualifying person, but do not write more than $2,400 ($4,800 if you paid for the care of two or more 

qualifying persons).......................................................................................................................................

4 You must write your earned income on line 4c. See the instructions for line 4 for the definition of 

earned income.

•  If you were unmarried at the end of 1985, write your earned income on line 4c, OR

•  If you are married, filing a joint return for 1985, you must complete lines 4a and 4b.

a Write your earned income....................................................................._ !§ .

b Write your spouse's earned i n c o m e ................................................... 4._

c Compare amounts on lines 4a and 4b, and write the smaller of the two amounts on line 4c . . .
5 Compare amounts on lines 3 and 4c, and write the smaller of the two amounts on line 5 ....................

6 Write the percentage from the table below that applies to the adjusted gross income on Form 1040, 

line 3 3 ......................................................................................................................................................

2a

2b

Yes No

Employer ID number

2c

4c

If line 33 is; Percentage is; If line 33 is: Percentage is:

Over—  But not Over—  But not
over— over—

$ 0 -1 0 ,0 0 0 30% (.30) $20,000-22,000 24% (.24)

10,000-12,000 29% (.29) 22,000-24,000 23% (.23)

12,000-14,000 28% (.28) 24,000-26,000 22% (.22)

14,000-16,000 27% (.27) 26,000-28,000 21%  (.21)

16,000-18,000 26% (.26) 28,000 20%  (.20)

18,000-20,000 25% (.25)

7 Multiply the amount on line 5 by the percentage shown on line 6. and write the result.............................

8 Multiply any child and dependent care expenses for 1984 that you paid in 1985 by the percentage that 

applies to the adjusted gross income on Form 1040, line 33, for 1984. Write the result. (See line 8 

instructions for the required statem ent.)...................................................................................................

9  Add amounts on lines 7 and 8. Write the total here and on Form 1040, line 41. This is the maximum 
amount of your credit for child and dependent care e xp e n se s.................................................................

General Instructions
Paperwork Reduction Act Notice.— We
ask for this information to carry out the 
Internal Revenue laws of the United States. 
We need it to ensure that taxpayers are 
complying with these laws and to allow us to 
figure and collect the right amount of tax. 
You are required to give us this information.

What Is the Child and Dependent 
Care Expenses Credit?
You may be able to take a tax credit for 
amounts you paid someone to care for your 
child or other qualifying person so you could 
work or look for work in 1985. The credit 
will lower the amount of your tax. The credit 
is based on a percentage of the amount you 
paid during the year. The most you may 
take as a credit is $720 if you paid for the 
care of one qualifying person, or $1,440 if 
you paid for the care of two or more 
qualifying persons.

Additional information.— For more 
information about the credit, please get 
Publication 503. Child and Dependent 
Care Credit, and Employment Taxes for 
Household Employers.

Who Is a Qualifying Person?
A qualifying person is any one of the 
following persons:

•  Any person underage 15 whom you claim 
as a dependent (but see the special rule 
later for Children of divorced or separated 
parents).

•  Your disabled spouse who is mentally or 
physically unable to care for himself or 
herself.
« Any disabled person who is mentally or 
physically unable to care for himself or 
herself and whom you claim as a 
dependent, or could claim as a dependent 
except that he or she had income of $ 1,040 
or more.

Note: You must have shared the same home with any person you claim as a 
qualifying person.
Children of divorced or separated 
parents.— If you were divorced, legally 
separated, or lived apart from your spouse 
during the last 6 months of 1985, you may 
be able to claim the credit even if your child 
is not your dependent. If your child is not 
your dependent, he or she is a qualifying 
person if all five of the following apply:

1. You had custody of the child for the 
longer period during the year; and

2. The child received over half of his or her 
support from one or both of the parents; 
and

3. The child was in the custody of one or 
both of the parents over half of the year; 
and

4. The child was under age 15, or was 
physically or mentally unable to care for 
himself or herself; and

(Continued on back)
Form 2441 (1985)
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Departm ent ot the Treasury 
Internal R ev enue Service (0 )

Credit for Child and Deoerident C a r e  E x n e r t c e c O M 8  N o . 154 5  0 0 6 8

►  Attach to Form 1 0 4 0 .
►  See Instructions below.

t © 8 5
2 3

N a m e(s) as show n o n  Form  10 4 0 Your soc ia l security n um ber

1 W rite th e  num ber o f qualifying persons w ho were cared for in 1 9 8 5 .  (S e e  the instructions below for the defin ition  o f 

aualifvine p e r s o n s . ) ................................................................................................................... ► l
2  If paym ents listed o n  line 3  were m ad e to an individual, com plete the following: M B Y e s N o

a  If you paid $ 5 0  o r m ore in a calendar quarter to an individual, were th e  sen/ices perform ed in yo u r hom e? . . , 2a

b If " Y e s ,"  have yo u  filed appropriate wage ta x  returns on wages for services in yo u r hom e (see th e  instructions for 

line 2 ) ? .............................................................................................................................................................................................
i--------- r —

2 b

Employer ID numbtr

c If the answ er to  b is " Y e s ,”  write your em ployer identification  n u m b e r....................................................►  1 2c

3 W rite the am o u n t o f qualified expenses you incurred and actually paid in 1 9 8 5  for the care o f the 

qualifying person, but do not write m ore th an  $ 2 ,4 0 0  ($ 4 ,8 0 0  if you paid for th e  care o f two or more 

q ualifying p e rs o n s )...............................................................................................................................................................  3

4 Y o u  must write yo u r earned incom e on line 4c. See the instructions for line 4 for the defin ition  of \ w A  

earned incom e. \
-W/m•  If you w ere unmarried at th e  end o f 1 9 8 5 , write yo u r earned incom e on line 4 c , O R  VrnM

•  If you are m a rrie d , filing a jo in t return for 1 9 8 5 , you m ust com plete lines 4a and 4b.

a W rite your earned in c o m e .......................................  j 4a  I____________ '________ j_____ r f/ jm
b W rite your spouse's earned i n c o m e ........................................................i 4t> I_____________________ J__ \ '//////m
c Com pare am o un ts on lines 4 a  and 4b, and write th e  s m a lle r  of th e  tw o am o un ts on line 4c . . . | 4 c

5 Com pare am o un ts o n  lines 3  and 4 c , and w rite the s m a lle r  of th e  two am o un ts on line 5  | 5

6 W rite  the percentage from th e  tab le  below th a t applies to th e  adjusted gross incom e on Form 1 0 4 0 , | 

line 3 3  ! 6

If l in e  3 3  Is: P e rc e n ta g e  is: If lin e  3 3  is: P e rc e n ta g e  is

Over—  But not Over—  But not
over— over—

$ 0 - 1 0 ,0 0 0 3 0 %  ( .3 0 ) $ 2 0 ,0 0 0 -2 2 .0 0 0 2 4 %  (.2 4 )

1 0 ,0 0 0 -1 2 ,0 0 0 2 9 %  ( .2 9 ) 2 2 ,0 0 0 -2 4 ,0 0 0 2 3 %  (.2 3 )

1 2 ,0 0 0 -1 4 ,0 0 0 2 8 %  ( .2 8 ) 2 4 ,0 0 0 -2 6 ,0 0 0 2 2 %  (.2 2 )

1 4 ,0 0 0 -1 6 ,0 0 0 2 7 %  (.2 7 ) 2 6 .0 0 0 -2 8 ,0 0 0 2 1 %  (.2 1 )

1 6 ,0 0 0 -1 8 ,0 0 0 2 6 %  (.2 6 ) 2 8 ,0 0 0 2 0 %  (.2 0 )

1 8 ,0 0 0 -2 0 ,0 0 0 2 5 %  (.2 5 )

7 M u ltip ly  th e  a m o u n t on line 5  by the percentage shown on line 6 . and w rite the re su lt.................................

8 M u ltip ly  a n y  child a n d  dependent care expenses for 1 9 8 4  that yo u  paid in 1 9 85 by the percentage that 

applies to th e  adjusted gross incom e on Form  1040, line 33 , fo r 1 9 8 4 . W rite th e  result. (See lin e  8 

instructions fo r the required s ta te m e n t .) ...................................................................................................................

9  Add am ounts on lin es 7 and 8 . W rite th e  total here and on Form 1 0 4 0 , lin e  4 1 . T h is  is the m axim u m  
a m o un t o f your credit for child and dependent care e x p e n s e s ...........................................................................

General Instructions
Paperwork Reduction Act Notice.— We
ask fo r  this inform ation to  carry o u t the 

Internal R evenue laws o f th e  U nited  States. 
We need it to ensure th a t taxpayers are 
com plying with these law s and to  allow  us to 
figure and collect the right am o u n t o f tax. 

You are required to give us this in fo rm atio n.

What Is the Child and Dependent 
Care Expenses Credit?
You m a y be able to take a  tax credit for 
am o un ts you paid som eone to care for your 
child o r other qualifying  person so you could 
work o r look for work in 1 9 8 5 . T h e  credit 
will lower the a m o u n t o f your tax. T h e  credit 
is based on a percentage o f the a m o u n t you 
paid during the year. The m ost you m ay 
take as a credit is $ 7 2 0  if you paid for the 
care o f one qualifying person, or $ 1 ,4 4 0  if 
you paid for the care of tw o  or m ore 
qualifying persons.

Additional information.— F or m ore 

inform ation about th e  credit, please get 
Publication 503, C hild  and D ep endent 
Care Credit, and E m plo ym en t Taxes for 
Household Em ployers.

Who Is a Qualifying Person?
A qualifying  person is any one o f the 
follow ing persons:

•  A ny person under age 15 w ho m  you claim  
as a dependent (but see the special rule 
later for Children of divorced or separated 
parents).

•  Yo ur disabled spouse who is m en tally  or 
physically unable to care for him self or 

herself.
•  A ny disabled person who is m entally or 
physically unable to care for h im self or 
herself and w hom  you claim  as a 

dependent, or could cla im  as a d ependent 

except that he or she nad incom e of $ 1 .0 4 0  
or more.

Note: You must have shared the same home with any person you claim as a 
qualifying person.
Children of divorced or separated 
parents.— If you were divorced, legally 
separated, or lived apart fro m  your spouse 
during th e  last 6  m onths o f 1 9 8 5 , yo u  m ay 
be able to  claim  th e  credit even if y o u r child 
is not yo u r dependent. If yo u r child is not 
your dependent, h e  or she is a qu alifyin g  
person if all five o f the fo llow ing apply:

1. You had custody of th e  child for th e  
longer period during the year; and

2 . The child received over h a lf of h is or her 
support from  one or both o f the parents: 
and

3 . The child was in the custody o f o n e  or 
both of th e  parents over h a lf of th e  year; 
and

4 . The child was under age 15. or w as 
physically or m en tally  unab le to care for 
him self or herself: and

(Continued on Dacx)
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C r e d i t  for C h i l d  a n d  D e p e n d e n t  C a r e  E x p e n s e s
►  Attach to Form 1040.

►  See Instructions below.

Name(s) as shown on Form  1040

M R .  &  M R S .  S M I T H

O M B  No. 1545-0068

1986
Attachment ■ 
Sequence No. 23

Your social security number 

1 1 1 - 1 1 - 1 1 1 1

If line 33 Is: Percentage Is: II line 33 Is: Percentage Is:

ver—  But not Over —  But not
over — over —

SO - 10,000 30% (.30) $20,000 - 22,000 24% (.24)
10.000 - 12,000 29% (.29) 22.000 - 24,000 23% (.23)
12,000 - 14,000 23% (.28) 24,000 - 26,000 22% (.22)
14,000 - 16,000 27% (.27) 26,000 - 28,000 21% (.21)
16,000 - 18,000 26% (.26) 28,000 20% (.20)
18,000-20,000 25% (.25)

6

7

Multiply the amount on line 4 by the percentage shown on line 5, and enter the result...........

Multiply any child and dependent care expenses (or 1985 that you paid in 1986 by the percentage that 

applies to the adjusted gross incom e on your 1985 Form 1040, line 33, or Form  1040A, line 15. Enter

Ihe result. (See line 7 instructions lor the required statement.)................................

Add amounts on lines 6 and 7. Enter the total here and on Form 1040, line 41. This is the maximum 

amount of vour credit (or child and deoendent care e x o enses...........................

1
2

Note: If you paid cash wages ol $50 or more in a calendar quarter to an individual lor services performed in your home,

you must file an em ploym ent tax return. G et Form  942, Employer’s Quarterly Tax Relurn for Household Employees, I or

details.

1 Enter the number of qualifying persons who were cared for in 1986. (See the instructions below for the definition 

ol qualifying persons.)..................................................................

2 Enter the amount of qualified expenses you incurred and actually paid in 1986 for the care olthe 

qualifying person. (See What Are Qualified Expenses in the instructions.) Do not enter more than 

$2,400 ($4,800 if you paid for the care of two or more qualifying persons)....................

3a You must enter your earned income on line 3a. See the instructions for line 3 for the definition of

earned i n c o m e .................................................................................. 3a

b If you are married, filing a joint return for 1986, you must enter your spouse’s earned income on

line 3 b ......................................................................................  3 b

C If you are married filing a joint relurn. compare the amounts on lines 3a and 3b, and enter the

smaller of the two amounts on line 3 c ...........................................................  3c

4 • If you were unmarried at the end of 1986, compare the amounts on lines 2 and 3a,

and enter the smaller of the two amounts on line 4.

• If you are married filing a joint return, compare the amounts on lines 2 and 3c, and 

enter the smaller of the two amounts on line 4.

5 Enter the percentage from the table below that applies to the adjusted gross income on Form 1040, 

line 3 3 .............................................................................

f

. Am.. 
6

7

Util

-4..8QQ
12.Q Q Q

■ 9-.QQ0
9 ,000

4 . 8 0 0

1 . 1 0 4

8 1 . 1 0 4

23

E X A M P L E  II
Form 2441 (1SS6)

2 C h i l d r e n  u n d e r  a g e  15 

Q u a l i f y i n g  c h i l d  c a r e  e x p e n s e s  

M r .  S m i t h ' s  W 2  w a g e s  

M r s .  S m i t h ' s  W 2  w a g e s  

A d j u s t e d  g r o s s  i n c o m e

F o r m  1 0 4 0 ,  L i n e  33  o r  3 2

$ 4 , 8 0 0  

1 2 , 0 0 0  

9 , 0 0 0

23,000
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5. The child is not your dependent 
because—

a. As the custodial parent, you have 
signed Form 8332, Release of Claim to 
Exemption for Child of Divorced or 
Separated Parents, or a similar^state- 
ment. agreeing not to claim the child’s 
exemption for 1985; or

b. You w ere divorced or separated before 
1 9 85 and your divorce decree or 
written agreem ent states th at th e  other 
parent can claim  the c h ild ’s exem ption, 
and th e  other parent provides at least 
$ 6 0 0  in child support during the year. 
(N o te : This rule does not apply i f  your 
decree o r agreement was changed 
a fte r 1 9 8 4  to specify that the other 
parent cannot claim the child's 
exemption.)

Who May Take the Credit?
i

To claim the credit all five of the following 
must apply:

1. You paid for the care so you (and your 
spouse if you were married) could work or 
look for work (but see the rules at theUine 4 
instructions for Spouse who is a full-time 
student or Is disabled).

2. You and th e  qualifying  person(s) lived in 

the sam e h om e.

3 . Y o u  (and your spouse if you were 
m arried) paid o .e r  half th e  cost o l keeping 
up your hom e. The cost includes: rent; 
m ortgage interest: property taxes; utilities: 
hom e repairs; and food eaten at hom e.

4. The person you paid to provide the care 
was not your spouse or a person you could 
claim as a dependent.

Note : I f  the person you paid to provide the 
care was your child, he o r she must have 
been 1 9  or over by the end o f 1 985 .
5. If you were m arried a t the end of 1 9 8 5 . 
generally, you m ust file a joint tax return. 
However, there are two exceptions to this 
rule. You will be treated as unm arried and 

still be eligible to take th e  credit if:

a. Y o u  were legally separated: or

b. You were living ap art from your spouse 
during th e  last 6 m o n th s o f th e  year, 

and:

•  The qualifying person lived with you 
in your home over 6 months, and

•  You provided over half th e  cost of 
keeping up your hom e.

What Are Qualified Expenses? -
Q ualified expenses include am o un ts paid 
for household services a n d  care o f the 
q ualifying person w hile yo u  work o r look for 

work. __ !•'

Household services.— These services 
m ust be needed to  care fo r the qualifying 
person as well as  to  run th e  hom e. They 
include, for exam ple, th e  services o f a cook, 
maid, babysitter, housekeeper, governess, 

or cleaning person if the services were 
partly for the care of the qualifying person.

Care of the qualifying person.— Care 

includes the cost of services for th e  
qualifying person's well-being and 
protection.

Generally, care does n ot include food or 
schooling expenses. How ever, if these item s

are included as part of the total care, and 
they are incident to, and cannot be 
separated from , the total cost, you m ay 

count th e  total paym ent. However, you m ay 
not count the cost of schooling for a child in 

the first grade or above.

Care o u ts id e  th e  h o m e .— You m ay count 
care provided outside your hom e if the care 
was for:

a. Your dependent under age 15; or

b. A ny other qualifying person w ho 
regularly spends at least 8  hours each 
day in your hom e.

Care th a t is provided by a dependent care 
center m ay be counted if th e  center 
com plies w ith all applicable state and local 
laws and regulations. A dependent care 
center is a place th a t provides care for at 
least seven persons (other than persons 
who live there), and receives a fee. 
paym ent, or grant for providing the services 
for any o f those persons, regardless o f 
whether th e  center is run for profit.

M e d ic a l e xp e n se s.— Som e dependent 
care expenses m ay qualify as medical 
expenses. If you item ize deductions, you 
m ay w ant to  take all or oart o f these 
m edical expenses on Schedule A (Form  
10 40). If you cannot use all the m edical 
expenses on Form 2 4 4 1  because of the 
dollar lim it or earned incom e lim it 
(explained later), you m ay take the rest of 
these exoenses on Schedule A. But if you 
deduct the m edical exoenses first on 
Schedule A. you m ay not use any part of 
these expenses on Form  2 4 4 1 .

Specific Instructions
The following are specific instructions for 
m ost of the lines on the form. Lines w hich 
have no instructions here are self- 
explanatory.

L in e  2 .— In general, if you paid cash wages 
of S 5 0  or m ore in a caienaar q uaner fo r 
household services provided by a person 
such as a housekeeper, maid, babysitter, or 
cook, you m u st file an  em ploym ent tax 
return. If you are not sure w hether you 
should file an  em p loym ent tax return, g e t 
Form  9 4 2 , Em ployer's Quarterly Tax 

R eturn for Household Employees.

Note: You should file a  Form 9 4 0 , 
Employer's Annual Federal Unemployment 
(FUTA) Tax Return, fo r 1 9 8 5  by January 31 , 
19 86 , if you paid cash wages o f  $ 1 ,0 0 0  o r 
more for household services in any calendar 
quarter in 1 9 8 4  or 1 9 85 .
Lin e  3. D o lla r lim it.— On line 3  write th e  
am ount of qualified child and dependent 
care expenses you incurred and actually 
paid in 1 9 8 5 . However, the m o st you m a y 
figure the credit on is $ 2 ,4 0 0  a year for one 
qualifying person, or $ 4 ,8 0 0  a year for tw o  
or m ore qualifying persons. Do not include 
am ounts paid or incurred by your em ployer 
if, and to the extent, such am o un ts are 
excluded from  your gross incom e.

N o te : Do not include on line 3  qualified 
expenses that you incurred in 1 9 8 5  but did 
not pay until 1986 . Instead, you may be 
able to increase the amount o f your 1 9 8 6  
credit when you pay the 19 85  expenses in 
1986 .

L in e  4 . E arned In c o m e  lim it .— Figure your 
earned incom e lim itatio n  on lin e  4. The 
am o un t of your q u alified  expenses m a y  n o t 
be m ore than your earned incom e or, if 
married filin g  a jo int return, th e  s m a lle r  of 
your earned incom e o r your sp ouse’s 
earned incom e.

In general, earned incom e is wages, 
salaries, tips, and o ther em ployee 
com pensation. It also includes n et earnings 
from self-em ploym ent. For m ore 
inform ation on w hat is earned incom e fo r 
purposes o f th e  credit, see Publication 5 0 3 .

U n m a rrie d  ta x p a y e rs .— If you were 
unm arried at the end o f 1 9 85 or are treated 
as being unm arried at th e  end o f the year, 
write your earned incom e on lin e  4c.

' M a rrie d  ta xp a y e rs .— If you are m arried, 
filing a jo int return, figure each spouse's 
earned incom e separately and disregard 
com m unity property law s. W rite your 
earned incom e on line 4 a  and yo u r spouse’s 
earned incom e on line 4 b . Then, write th e  
sm aller o f your earned incom e o r your 
spouse's earned incom e on line 4c .

S pou se w ho  is a fu ll- t im e  s tu d e n t or is 
d isab led .— If your spouse was a fu ll-tim e  
student or was m entally  or physically unable 
to care for h im self or herself, figure your 
spouse's earned incom e on a m o nth ly basis 
to determ ine your spouse's earned incom e 
for the year. For each m o n th  th at your 
spouse was disabled or a  fu ll-tim e  student, 
your spouse is considered to have earned 
incom e o f not less than $ 2 0 0  a m o nth  
($ 4 0 0  a m onth if more than one qualifying  
person was cared for in 1 9 8 5 ).

If. in the sam e m onth, both you and your 
spouse were fu ll-tim e students and did not 
work, you m ay n ot use an y am o u n t paid th a t 
m onth to  figure th e  credit. The sa m e 
applies to  a couple who did not work 
because neither was capable of self-care.

A fu ll- t im e  s tu d e n t is one w ho w as 
enrolled in a school for th e  n um b e r o f hours 
or classes that th e  school considers fu ll 
tim e. T h e  student m u st h ave been enrolled 
at least 5 m onths during 1 9 8 5 . 

S e lf-e m p lo y m e n t in c o m e .— You m u st 
reduce yo u r earned incom e by any loss 
from  self-em plo ym e nt. If your net earnings 
from  se lf-em p lo ym e nt are less than 
$ 1 ,6 0 0 , and you use the optional m eth od  
to figure your se lf-e m p lo ym e n t tax, you 
m ay be able to increase yo u r ne* earnings 
to  $ 1 ,6 0 0  for th is credit. S ee P u b lic a tio n  
5 3 3 . S elf-E m p lo ym en t Tax, fo r details. If 
yo u  only have a loss from se lf-em p lo ym e n t, 
or your loss is m ore than your other earned 
incom e and you do not use th e  optional 
m ethod, ycu m ay n ot take th e  credit.

L in e  8 .— If you had qualified expenses for
1 9 8 4  th a t you did not pay u n til 1 9 8 5 . you 
m ay be ab le  to increase the a m o u n t c f 
credit yo u  m ay take in 1 9 8 5 . To do tm s, 
m ultip ly th e  1 9 8 4  expenses yo u  paid in

1 9 8 5  by th e  percentage fro m  the tab le  on 
lin e  6  th at applies to  the adjusted gross 
incom e show n on yo u r 1 9 8 4  Form  1 0 4 0 , 
lin e  33. Y o u r 1 9 8 4  expenses m ust be w ith in  
th e  1 9 8 4  lim its. A ttach a c o m p u tatio n  
showing how  you figured the increase. (U se 
th e  exam ple in Publication 5 0 3  as a gu ide .)
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PREAMBLE

The M unic ipa lity  of Anchorage (here in a fte r "Employer") establishes 
th is  "Anchorage Dependent Care Assistance Plan" (here in a fte r "Plan") 
e f fe c t iv e  A pril  1, 1985, to allow E l ig ib le  Employees of the Employer to 
e lect  to rece ive dependent care assistance benefits  which are excludable 
from gross income under Section 129(a) of the Internal Revenue Code of 
1954, as amended (here inafte r "Code"), as provided herein and in the 
terms of the "Anchorage F le x ib le  Benefit Program" (here inafter 
"Program").

The Anchorage Dependent Care Assistance Plan is a Component Plan of 
the Anchorage F le x ib le  Benefit Program and, except to the extent 
o therw ise  e x p re s s ly  provided h e re in ,  i s  governed by the ru le s  and 
re g u la t io n s  of th a t  Program. The Plan i s  intended to q u a l i f y  as a 
"dependent care ass istance program" within the meaning of Section 129(d) 
o f the Code and to meet the requirements of any other a p p lic a b le  
provisions of law.



SECTION 1

DEFINITIONS

When used here in , the terms defined in Section 1 of the Program 
s h a l l  have the same meaning as th e re in  defined and the  fo l lo w in g  
additional terms sha ll have the following meanings:

1.01 Dependent 

"Dependent" means:

(a )  a c h i ld  who is under the age of 15 and with respect to whom an
employee or his spouse is en t it le d  to a dependency exemption
under Section 151(e) of the Code; or

(b) a re la t iv e  or household member of an employee over ha lf  of
whose support is  received from the employee and who is
p h y s ica l ly  or mentally incapable of caring fo r h im self; or

(c )  th e  spouse of an employee who is  p h y s i c a l l y  or m en ta lly
incapable of caring for h im self.

1.02 Dependent Care Expenses

"Dependent Care Expenses" means the expenses specif ied in Section 3 
that q u a l i fy  as E l ig ib le  Expenses.

1.03 Earned Income

"Earned Income" means wages, s a la r ie s ,  t ip s  and other employee 
compensation, plus net earnings from self-employment, computed without 
regard to any community property laws and excluding any amounts received 
as a pension or annuity , as reimbursement of E l ig ib le  Expenses under the 
Program or as dependent care  a s s is ta n c e  under any other em ployer's  
program. An employee's spouse who i s  e ith e r  a student or incapable of 
caring for himself sha ll be deemed, fo r each month during which such
spouse is e ith e r  a fu l l- t im e  student at an educational in s t itu t io n  or a
Dependent, to be g a in fu l ly  employed and to have Earned Income of not le ss  
than;

(a )  $20O-per month, i f  the employee has only one Dependent for the 
Plan Year, or

(b) $400 per month, i f  the employee has two or more Dependents fo r 
the Plan Year.

1.04 Plan

"Plan" means the Anchorage Dependent Care Assistance Plan as 
described in th is  document and any amendments thereto .

-  2 -



SECTION 2

BENEFITS

2.01 Reimbursement Options

Su b jec t  to the conditions set forth in the Plan and Program, each 
Pa rt ic ipan t who e lects  to part ic ipate  in the Plan may e lect  to receive 
reimbursement fo r  Dependent Care Expenses in  any amount which i s  a 
multiple o f $25 up to a maximum of $300 per bi-weekly period, subject to 
the following l im ita t io n .  The total amount of reimbursement e lected 'per 
Plan Year, combined with any other dependent care assistance received 
through an employment-related plan by the Part ic ipan t or h is spouse, may 
not exceed the le sse r  o f ;

(a) the P a r t ic ip a n t 's  Earned Income fo r  the Plan Year, and

(b) i f  the Part ic ipant i s  married on the la s t  day of the Plan Year, 
the spouse's Earned Income for the Plan Year.

Although th is  benefit is  described in  biweekly terms, the benefit 
elected fo r  a Plan Year may be paid and expenses may be incurred at any 
time during the Plan Year, subject to the other provisions of the Plan 
and Program. For example, a Part ic ipant may e le c t  a $50 biweekly benefit 
to cover $1,300 of Dependent Care Expenses incurred during the la s t  three 
months of the Plan Year.

2.02 E lection of Reimbursement

A P a r t ic ip a n t  may e lect to p art ic ip a te  in  the Plan by submitting an 
Annual E lec t io n  Form to the Employer as provided in Section 4.04 of the 
Program, and may claim reimbursement on a bi-weekly basis by submitting a 
Request fo r  Reimbursement to the Employer. In the event a Pa rt ic ipant 
does not q u a l i f y  for reimbursement of the amount elected during the Plan 
Year, the d iffe rence  between the amount elected and actual reimbursement 
sha ll be fo r fe ite d  at the end of the Plan Year or upon termination.

2.03 Payment of Reimbursements

The Employer sh a ll  pay reimbursements offered under Section 2.01 
only to the extent permitted by a P a r t ic ip a n t 's  account balance and the 
maximum reimbursement e lected . The Employer sh a ll  pay reimbursements as 
soon as p ract icab le  a f te r  receipt of each Request for Reimbursement. No 
Pa rt ic ipan t sh a ll  have any rights  or be en t it led  to any such 
reimbursements under the Plan unless a Request fc^ Reimbursement is  
submitted. The Employer w i l l  review each Request for Reimbursement 
submitted to determine whether ( i )  the expenses for which reimbursement 
i s  sought are reimbursable E l ig ib le  Expenses and ( i i )  the request i s  
accompanied by any required documentation.
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2.04 Maximum Reimbursements

Reimbursements during a Plan Year sh a ll  not exceed the le sse r  o f:

(a) the amount designated on an Annual E lection Form for dependent 
care assistance for such Plan Year, or

(b) the amount of E l ig ib le  Expenses for which reimbursement i s  
properly requested.

. 4 -



SECTION 3

DEPENDENT CARE EXPENSES

3.01 Dependent Care Expenses are amounts paid by a Pa rt ic ipan t fo r 
expenses fo r  household services and for the care of a Dependent which are 
in cu rred  to enable the P a r t ic ip a n t  to be g a in f u l l y  employed by the 
Employer fo r  any period for which he has one or more Dependents, provided 
th a t :

(a) i f  such expenses are incurred fo r  serv ices  outside a 
P a r t ic ip a n t 's  household, they are incurred fo r  the care of a 
ch i ld  as defined in Section 1 .0 1 (a ) ,  or of an other Dependent 
defined in Section 1.01(b) or (c) who regu la r ly  spends at leas t  
eight hours each day in the P a rt ic ip a n t 's  household, and

(b) i f  such outs ide  s e rv ic e s  are provided by a dependent ca re  
ce n te r , such center ( i )  complies with the applicab le State and 
lo c a l  government laws and regulations, ( i i )  provides care fo r 
more than s ix  ind iv idua ls  (other than ind iv iduals  who reside at 
the f a c i l i t y ) ,  and ( i i i )  receives a fee , payment or grant fo r 
p rov id ing  serv ices  for any of the ind iv iduals  (regardless of 
whether such f a c i l i t y  is  operated fo r  p r o f i t ) .

3.02 Dependent Care Expenses shall in no event include amounts paid 
by a Pa rt ic ipan t to an in d iv id u a l;

(a ) w ith  respect to whom a deduction is allowable to the 
P a r t ic ip a n t  or the spouse under Section 151(e) of the Code 
( re la t in g  to personal exemptions fo r dependents), or

(b) who is  a ch i ld  (w ith in the meaning of Section 151(e)(3) of the 
Code) of the Partic ipant under the age of 19 at the close of 
the Plan Year in which such amounts are paid.

- 5 -



IN WITNESS WHEREOF, the M u n ic ip a l i t y  of Anchorage has caused t h i s  
Anchorage Dependent Care Assistance Plan to be executed by i t s  duly 
authorized representative th is  31s t day of D e c e m b e r  1985, e ffe c t ive  
April 1, 1985.

MUNICIPALITY OF ANCHORAGE

Municipal Manager

ATTEST:



111 * t i Alaska Public 
Employees Association
State Headquarters: 340 N. Franklin, Juneau, AK 99801 (907)586-2334

MEMORANDUM

TO: R e p r esentative Fran Ulmer, Chairwoman  
House State Affairs Committee

FROM: Cherie S h e l l e ^ ^ S x e c u t i v e  Director

SUBJECT: HCR 19 - Dependent Care Benefits

DATE: 15 A p r i l  1987

The Alaska Public Employees Association supports House Concurrent 

Resolution 19 and urges the committee to consider the measure  

favorably.

The Tax R e f o r m  A c t  of 19C6 will require substantive changes to the 

Supplemental Benefits System. In the process of complying with 

federal law, the options available under the SBS can be expanded to 

provide additional benefit offerings to employees. Among those 

options now available is that of dependent care.

APEA has long supported addition of dependent care benefits to the 

SBS program. Similar options are available to employers of the 

Municipality of Anchorage and numerous corporations.

It is appropriate at this time to direct t h e .D epartment of Administration 

to offer dependent care assistance as an o p t i o n  in the revised SBS.

Fairbanks Field Office 
825 College Road 
Fairbanks, AK 99701 

Telephone: (907) 456-5412

Anchorage Field Office 
833 Gambell Street, Suite A 

Anchorage, AK 99501 
Telephone: (907) 274-1688

Juneau Field Office 
227 4th Street 

Juneau, AK 99801 
Telephone: (907) 586-6305



I n t r o d u c e d :  4 / 1 / 8 7  5 - 0 5 3 1 A
R e f e r r e d :  S t a t e  A f f a i r s
a n d  F i n ance

1 IN T H E  H O U S E  BY F R A N K  A N D  B O Y E R

2 H O U S E  C O N C U R R E N T  R E S O L U T I O N  NO. 19

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

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

5 R e l a t i n g  to d e p e n d e n t  care b e n e f i t s

u n d e r  t h e  S u p p l e m e n t a l  B e n e f i t s  System.

7 BE IT R E S O L V E D  BY  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  ALASKA:

8 W H E R E A S  c h a n g e s  to the f e d eral i n c o m e  tax laws r e q u i r e  c h a n g e s  to the

9 s t a te's s u p p l e m e n t a l  e m p l o y e e  b e n e f i t s  p r o gram; a nd

10 W H E R E A S  c h a n g e s  and c l a r i f i c a t i o n s  of f e d e r a l  tax law s i n c e  the sup-

11 pleinental e m p l o y e e  b e n e f i t s  p r o g r a m  w a s  d e s i g n e d  in 1979 w i l l  p e r m i t  the

12 s t a t e  to o f f e r  a c a f e t e r i a  p l a n  w i t h  a v a r i e t y  of b e n e f i t s  f r o m  w h i c h

13 e m p l o y e e s  m ay m a k e  s e l e ctions; and

14 W H E R E A S  o n e  of the o p t i o n s  p e r m i t t e d  b y  f e d e r a l  t a x  l aw is a d e p e n d e n t

15 care a s s i s t a n c e  p r o g r a m  in w h i c h  c e r t a i n  c o sts f o r  d e p e n d e n t  car e  m a y  be

16 p a i d  fro m  i n c o m e  n ot s u bject to f e d e r a l  t a x a t i o n ;  and

17 W H E R E A S  c h i l d  c a r e  e x p e n s e s  can be  a s i g n i f i c a n t  e x p e n s e  f o r  w o r k i n g

18 paren t s ;

19 BE IT  R E S O L V E D  that the A l a s k a  S t ate L e g i s l a t u r e  r e s p e c t f u l l y  u r g e s

20 the G o v e r n o r  to d i r e c t  the D e p a r t m e n t  of A d m i n i s t r a t i o n  to o f f e r  d e p e n d e n t

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

$
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