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ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

PROJECTED REVENUES RESULTING FROM HB 400

As of March 10, 1994

FYH4
7Mas Annualized O% Em, FYov7 FYyos m FYOO

Informal Conference Appeals

Beginning Appeal Inventory 7,974 7,974

Appeals Received without a fee 6,339 9,339 8,500 8,000 8,000 8,000 8,000 8,000
Decisions Issued 4,545 7,791

Ending Appeal Inventory 9,768 9,522

bright Line Issue Appeals Received without a fee (55%) 3,486 5,136 4,675 4,400 4,400 4,400 4,400 4,400
Non-Bright Line Issue Appeals Received (45%) 2,853 4,203 3,825 3,600 3,600 3,600 3,600 3,600
Bright Line Issue Appeals with Fee (50% of those without a fee) 2,338 2,200 2,200 2 200 2,200 2,200
Non-Bright Line Isaue Appeals with Fee (85% of those without a fee) 3,251 3,060 3,060 3,060 3,060 3,060
Total Appeals with Fee 5,589 5,260 5,260 5,260 5,260 5,260
Amount Collected $139,725 $131,500 $131,500 $131,500 $131,500 $131,500
Projected Overturn Rate 35% 30% 20% 15% 10% 10% 10% 10%
Amount Refunded $27,950 $19,725 $13,150 $13,150 $13,150 $13,150
Amount Retained at Informal before Formal Overturns $111,775 $111,775 $118,350 $118,350 $312360 $118,350.
Formal Hearina Appeals

Projected Appeal Rate with tee 16% 10% 10% 10% 10% 10% 10%
Beginning Appeal Inventory 978 978

Appeals Received 749 1,284 447 447 473 473 473 473
Decisions Issued 698 1,197

Ending Appeal Inventory 1,029 1,065

Amount Collected $11,175 $11,175 $11,825 $11,825 $11,825 $11,825
Projected Overturn Rate 11% 8% 5% 5% 5% 5% 5% 5%
Amount of Formal Hearing Fee Refunded $550 $550 $600 $600 $600 $600
Amount of Related Informal Conference Fee Refunded $550 $550 $600 $600 $600 $600
Amount Retained at Formal $10,625 $10,625 $11,225 $11,225 $11,225 $11,225
Net Retained $121,250 $123.850 $328.975 $128,975 $328,975 $128.975
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ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

PROJECTED INVENTORY RESULTING FROM HB 400

As of March 10,1994

w  FY97

FYS4(A) Fygg F FY9& FY99

Informal Conference Anneals

Beginning Appeal Inventory
Total New Appeals
Total Resolutions

9,768 9,522 7,111 3,371 631 891

Ending Inventory 9,522 3,371 631 891

FYQQ

1,151

3,000 5,589 5,260 5,260 5,260 5,260 5,260
(3,24?) (8,0001 (9,0001 (8.0001 (5,00.01 (5.0001 (5.0001

74.1-1. 1.151  1.411
Formal Hearina Aoneals
Beginning Appeal Inventory 978 1,014 261 108 0 0 0
Total New Appeals 535 447 447 473 473 473 473
Total Resolutions (499) (1,200) (500) (5311 (4731 (4731 (4731
Ending Inventory 1.014 261 108 0 0 0 0
Staffing Levels
Permanent Fund Dividend Division
Informal Conference Staff 6 6 7 6 3 3 3
Formal Hearing Staff £ 2 1 1 1 1 1
Total Permanent Fund Dividend Division Staff 8 8 8 2 4 4 4
Commissioner’'s Office Formal Hearing Staff funded by PFD Division £ £ 1 1 1 1 u.
( Beginning Inventory for FY94 is as of February 1,1994
03\legis\hb400inv.xIs Page 1of 1 3/10/94 3:24 PM



ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

FYO1 - FY94 APPEAL STATISTICS

Through February 1,1994

FY N FY 93 FY92
Informal Conference Appeals FY9l

Decisions Issued 4,545 9,337 4912 4,625
Denials Overturned 1,598 2,309 1,859 1,378
Overturn Rate 35% 25% 38% 30%
Ending Appeal Inventory 9,768 7,974 7,679 5,167
Age of Oldest Appeal in Inventory in Months 29 20 19 15

Formal Hearing Anneals
Decisions Issued 698 1,031 712 433
Denials Overturned 74 51 128 61
Overturn Rate 11% 5% 18% 14%
978 334 610

Ending Appeal Inventory 1,029
Age of Oldest Appeal in Inventory in Months

Nctes

The relatively high informal conference overturn rate for the first seven months of FY94 is the result of:

1. applicants incorrectly answering questions on the revised 1993 Adult Supplemental Schedule, such as those
pertaining to motor vehicle exemptions and out-of-state employment;

2. a question on the revised 1993 Adult Supplemental Schedule regarding fish and game licenses which needed to be
more specific (this has been corrected on the 1994 Adult Supplemental Schedule);

3. a refinement of the working out-of-state policy which allowed a number of previously issued denials tc- be
overturned; and

4. the PFD Division's efforts to resolve obvious errors as quickly as possible, artificially inflating the overturn rate
during the first half of the fiscal year.

The 15 month old formal hearing appeal in FY94 relates to an appeal placed on hold pending the decision of the

Superior Court in a related case.

ANs:sB6\91-9%DVs Page 1c¢ fl 54 7.17AM
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HOUSE BILL NO. 400
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE -SECOND SESSION

BY REPRESENTATIVE GREEN

Introduced: 1/26/94
Referred: State Affairs, Finance

——

A BILL
FOR AN ACT ENTITLED
1 "An Act relating to administrative proceedings involving a determination of
2 * eligibility for a permanent fund dividend or authority to claim a dividend on

3 hehalf of another."

4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

51 *Section 1. AS 43.23015(g) is amended to read:

S! @ Ifanindividual is aggrieved by a decision of the department determining

! the individual’s eligibility for a permanent fund dividend or the individual’s authority
to claim a permanent fund dividend on behalf of another, the individual mav, upon
payment of a $25 review fee, request the department to review its decision. If the
Individual is aggrieved bv the decision of the department after the administrative
review proceeding, the individual mav appeal that decision to the superior court in
accordance with AS 44.62560. An appeal under this section does not entitle the
agqrieved individual to a trial de novo. The appeal shall be based on the record of the
administrative proceeding from which appeal is taken and the scope of appeal is

HB 400 |
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1 limited to matters contained in the record of the administrative proceeding. If, as a

2 result of the administrative proceeding or the appeal, the individual prevails, the
3 525 review fee shall be returned to the individual by the department.
HB 400 -2~ HBO400a
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Alaska State Legislature
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Representative Joe Green

SPONSOR STATEMENT HB 400

This bill addresses a serious problem with the number of
appeals filed after a person is denied a Permanent Fund
Dividend, and the length of time that it takes to process
those appeals.  As of January 1, 1994 there were 9,579
appeals pending, the highest number since the PFD
program’s inception.  One District 10 resident is still
waiting to  be heard 18months after filing, and there Is
some indication that there may be people who have waited
even longer for their appeals to be processed and resolved.

Processing such a large number of appeals is very costly,
and the time delays are unfair to those é)eople who have a
legitimate claim. ~ Currently there are 10 permanent, full
time employees in The Permanent Fund Division and three
appeals officers in the commissioners office Workln% on
processing the appeals, yetthere are still almost 10,000
appeals pending, with no ‘end in sight. Part of the Problem
IS that it only costs a 29 cent stamp to file an appeal. Many
people who are clearly unqualified protest their denial
simply because they have the opportunity to do so at no
cost or risk to themselves. This year's denial rate is 64%
and in previous years the percentage rate of denials has
been significantly higher.

HB 400 would implement a $25 fiIingl_fee_for individuals
Brotestlng the denial of their PFD application.  This would
e refundable if their appeal is successful, and non-
refundable if the denialis not overturned. It is ant|C|Fated
that implementation of a filing fee would discourage clearly
unqualified individuals from appealing, thereby reducing
costs which are deducted from the amount of the dividend,
ar|1d. making the appeal process shorter for legitimate
claims.



ALAUKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

ORGANIZATION CHART

January 1B, 1994
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Date Referred: January 26, 194 FURTHER REFERRArln_S: Finance
Date of Committee Action:

The STATE AFFAIRS Committee considered HB 400
HOUSE BILL NO. 400 PFD ADMINISTRATIVE PROCEEDINGS

"An Act relating to administrative proceedings involving a determination of eligibility for a permanent fund
dividend or authority to claim a dividend on behalf of another."

RECOMMENDATIONS: | 1the sat ¢ »*te
be replaced with | Janew .itle

[ Jhave attached amencments(s)

| ] do pass

| ] do not pass

/] no recommendations
=J individual recommendations

| ] additional referral fo the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL "OTE(S): APPROVES PREVIOUS: CatDs)
[/] fiscal impact [ ] fiscal note(s)
f J zero fiscal note [ ] zero fiscal note(s)
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ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

PROJECTED REVENUES RESULTING

FROM HB 400

As of March 10, 1994

FY 94
7Mos Annualized FY9s FYoB FYQ7T FYos FYo9o FYoo

Informal Conference ADoeals

Beginning Appeal Inventory 7,974 7,974

Appeals Received without a fee 6,339 9,339 8,500 8,000 8,000 8,000 8,000 8,000
Decisions Issued 4,545 7,791

Ending Appeal Inventory 9,768 9,522

Bright Line Issue Appeals Received without a fee (55%) 3,486 5,136 4,675 4,400 4,400 4,400 4,400 4,400
Non-Bright Line Issue Appeals Received (45%) 2,853 4,203 3,825 3,600 3,600 3,600 3,600 3,600
Bright Line Issue Appeals with Fee (50% of those without a fee) 2,338 2,200 2,200 2,200 2,200 2,200
Non-Bright Line Issue Appeals with Fee (85% of those without a fee) 3,251 3,060 3,060 3,060 3,060 3,060
Total Appeals with Fee 539 5,260 5,260 5,260 5,260 5,260
Amount Collected $139,725 $131,500 $131,500 $131,500 $131,500 $131,500
Projected Overturn Rate 35% 30% 20% 15% 10% 10% 10% 10%
Amount Refunded $27,950 $19,725 $13,150 $13,150 $13,150 $13,150
Amount Retained at Informal before Formal Overturns $111,775 $111,775 $118,350 $118,350 $118,350 $1.18.350
Formal hearing.Anneals

Projected Appeal Rate with fee »s% 10% 10% 10% 10% 10% 10%
Beginning Appeal Inventory 978 LPB

Appeals Received 749 1,281. 447 447 473 473 473 473
Decisions Issued 698 1,197

Ending Appeal Inventory 1,029 1,085

Amount Collected $11,175 $11,175 $11,825 $11,825 $11,825 $11,825
Projected Overturn Rate 11% 8% 5% 5% 5% 5% 5% 5%
Amount of Formal Hearing Fee Refunded $550 $550 $600 $600 $600 $600
Amount of Related Informal Conference Fee Refunded $550 $550 $600 $600 $600 $600
Amount Retained at Formal $10,625 $10,625 $11,225 $11,225 $11,225 $11225
Net Retained $121,850 $121,850 $128.975 ¢$128,375 $m2z5 $128.975

Algi\bme/xds Page 1ofl1l FOA407PM



ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

PROJECTED INVENTORY RESULTING FROM HB 400

As of March 10,1994

FY%
Informal Conference Appeals Fm(A)  FYOF 7 RS9 Y8 PR

Beginning Appeal Inventory 9,768 9,522 7,111 3,371 631 891 1,151
Total New Appeals 3,000 5589 5260 5,260 5,260 5,260 5,260
Total Resolutions (3,2461 (8.0001 (9,0001 (8.000) (5,0001 (5.0001 (5.0001
Ending Inventory 9.522 7111 3371 631 891 1151 1411

Formal Hearm.Appea.ls

Beginning Appeal Inventory 978 1,014 261 108 0 0 0
Total New Appeals 535 447 447 473 473 473 473
Total Resolutions (499) 11 M (800) (581) (473) (473) (473)
Ending Inventory 1.014 261 -8 £ a £ £

Staffing Levels

Permanent Fund Dividend Division

Informal Conference Staff 6 6 7 6 3 3 3
Formal Hearing Staff £ £ 1 1 1 1 1
Total Permanent Fund Dividend Division Staff a a a z 4 4 4
Commissioner's Office Formal Hearing Staff funded by PFD Division 2 £ i 1 1 1 1

(A) Beginning Inventory for FY94 is as of February 1,1994

03\legis\hb400inv.xs Page 1ofl 3/10/94 3:24 PM



ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

FY91- FY94 APPEAL STATK'VCS

Through February 1,1994

FY o FY 93 FY 92 FYo1
Informal Conference Appeals

Decisions Issued 4,545 9,337 4,912 4,625
Denials Overturned 1,598 2,309 1,859 1,378
Overturn Rate 35% 25% 38% 30%
Ending Appeal Inventory 9,768 7,974 7,679 5,1(37
Age of Oldest Appeal in Inventory in Months 29 20 .19 15

Formal Hearing Appeals
Decisions Issued 698 1,031 712 433
Denials Overturned 74 51 128 61
Overturn Rate 11% 5% 18% 14%
1,029 978 334 610

Ending Appeal Inventory
Age of Oldest Appeal in Inventory in Months

Petes

The relatively high informal conference overturn rate for the first seven months of FY94 is the result of:

1. applicants incorrectly answering questions on the revised 1993 Adult Supplemental Schedule, such as those
pertaining to motor vehicle exemptions and out-of-state employment;

2. a question on the revised 1993 Adult Supplemental Schedule regarding fish and game licenses which needed to be
more specific (this has been corrected on the 1994 Aduit Supplemental Schedule);

3. a refinement of the working out-of-state policy which allowed a number or previously issued denials to a

overturned; and

4. the PFD Division's efforts to resolve obvious errors as quickly as possible, artificially inflating the overturn rate

during the first half of the fiscal year.
The 15 month old formal hearing appeal in FY94 relates to an appeal placed on hold pending the decision of the

Superior Court in a related case.

ON\sza01-Ymxs Page lofl Z2A 7 17AM



2/01/94 ALASKA

SKA_DEPARTMENT OF REVENUE PAGE 1
PERMANENT FUND DIVIDEND PROGRAH
APPEAL STATUS SUMMARY
(A-1) RPEEN250
APPLICATION YEAR
*

APPEAL STATUS TOTAL 1993 1992 1991 1990 1989 1988 1987 1986 1985 1984 1983 1982
\l  1IIKDTTHAL 9,762 5,590 3,185 569 250 W05 43 22 3 I 0 0 0
I, PEMIUHCT AT IHFQRHAL 0 0 0 0 0 0 0 0 0 0 0 0 0
5 IDUIIA] 312 29 56 109 36 15 10 3 1 1 0 1
Il IDRIAI NEARING HEIR 495 l 102 191 43 1ﬁ 13- 9 7 ? 2 i
1l [)MOM 10 DISMISS 219 1 50 54 — 28 6 6 4 4 4
&2 KBCRIOR -COURT" Y AN TN ST ST SR ST N SR § A S

SUPREME COURT 1 0 0 0 ?) 0 0 1 0 3 b 0
101AL U1IRESOLVEO 10,ABO 5642 3,398 935 460 234 93 59 27 14 10 7 10
|2 LIFORHAL 11,893 734 1,120 1,059 405 213 140 349 530 318 2,863 1,991 2171
W DIPARIMENT FORHAL HITIDRAUAL 549 3 89 1 54 33 18 26 56 17 56 35 35
5  nIRUAL 293 16 1 15 73 1 4 43 21 43
R SUPERIOR COLRV 8 0 0 B 6 6 6 b
0 SUPREME COURT 0 0 0 0
10?Al RESOLVED WITH PEHIAL

UVERIURMED 12,748 737 10225 1221 568 251 TO 598 596 339 2,962 2,047 2,251

0  |ATE APPEAL 624 0 0 0 0 0 0 0 0 105 239 132 148
i INFORMAL 20,480 560 1,495 2,986 3,334 2,055 2,065 1,048 2.5bi 1,296 1,740 534 754
A EURIAL 4326 5 T'313 T'431 U636 586 669 414 ‘a0 251 225 165 101

SUPERIOR COURT 143 6 0 ! 6 14 3% 26 20 12 11 10 7
1 SUPREME COURT 5 0 0 0 0 ? 0 0 i
101 AL RESOLVED Il Tit DENIAL UPHELD 25,578 565 1,808 3,418 3,976 2,655 2,770 1,488 3,013 1,666 2,215 901 1.103
101AL APPEAL 49,215 6,944 6,431 5574 4,944 3,180 3,036 1,945 3,636 2,019 5,187 2,955 3,364
INVALID APPEAL COOES 0 0 0 0 0 0 0 0 0 0 0 0 0

101AL RECOROS UITII APPEAL STATUS 49,215 6,944 6,431 5574 4,944 3,180 3,036 1,945 3,636 2,019 5,187 2,955 3,364
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FISCAL NOTE

STATE OF ALASKA BELL NO. HB 400

1994 LEGISLATIVE SESSION

Revision Data: 03-04-%4 ffected: Revenue

Title: PFD Administrative Proceedings Permanent Fund Dividend
Q/A nent: Permanent Fund Dividend

Sponsor: Rep. GREEN

Requestor: House State Affairs Committee DNENT SERIAL NO. 081

Expenditures/Revenues: tands of Dollars)

OPERATING . FY95 FY96 FY97 FY98 FY9P

PERSONAL SERVICES Sl (79 (52.7) (187.1) (187.1)

TRAVEL S0 0 Sl 0 0

CONTRACTUAL - - 75 (86.6) (86.6) (86.6) (86.6)

SUPPLIES _ Sl 0 Sl £ 0

EQUIPMENT 0 4 Sl 0 4

LAND & STRUCTURES

GRANTS. CLAIMS
MISCELLANEQUS

TOTAL OPERATING 15 (1393) (273.7) (2737)
CAPITAL ala 0 0 0 {0
REVENUE FUND SOURCE: 1050 1173 1196 1272 129.0 129.0
FUNDING- (Thousands of Dollars)

1002 Fedtnal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

Other  (Dividend Fund 1050) 75 (94.5) (130.3) (2737 (2137)
TOTAL 75 (94.5) (1393) (2713.7) (2737)

POSITIONS:

FULL-TIME ) @) @
PART-TIME
TEMPORARY

Estimate of current year (FY94) impact: $ 4
ANALYSIS:

See Pages 2 through 4, as well as the attachments.

X /7 ‘

Prepared by: Thomas C. Wiéa%s / ( U Phone: 465-2323
Division: N Permanent Fi Date: 03-04-94
Approved by Commissioner; A ic;ﬁ__ DM:

Agency: Department oTRi

PREPARER TO PROVIDE ALL DISTRIBUTIQN COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
'For further distribution information call the Governor's Legislative Office

(Rov 11/93) %41°ocal.nta/Ul Page 1 of4
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ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

ANALYSIS OF HB 400

As of March 4, 1994

Assum ptions

A.

B.

E.

F.

This Legislation would be effective in FY95.

55% of all appeals received involve bright line issues and 45% of all appeals
received involve non-bright line issues. Bright line issues are those that are clearly
definable by objective criteria, such as whether an individual was physically
present in state during the two previous calendar years or met an application
deadline. Non-bright line issues are those that involve issues that are more
subjective, such as whether an individual demonstrated an intent to return to
Alaska.

The addition of a fee will mean some of those individuals whose denial involved
a bright line issue as well as some of those individuals whose denial involved a
non-bright line issue will not appeal.

The Department would adopt regulations to:

1. allow an indigent individual to be exempt from the fee and outline the
specific requirements for qualifying for such an exemption;

2. require payment of the fee by checks or money orders only (no cash
payments);
3. consider any appeal to be invalid if
a. the appeal was not accompanied by the fee;
b. an insufficient amount was submitted;
C. accompanied by a cash payment; or
d. which the check was returned for non-sufficient funds; and
4. make .clearthatthe Department would not issue receipts over the counter;

The PFD Division would continue to receive the vast majorityof appeals and the
associated fees in the mail. The Anchorage and Juneau Dividend Information
Offices would receive and accept a relatively small number of appeals and the
associated fees across the counter. The Information Offices would forward all
appeals and fees to the Dividend Appeals unit for processing;

The PFD Masterfile Computer System would be modified:
1. adding a field to indicate whether the applicant was exempt from the fee as

the result of indigence or if not exempt whether the fee actually
accompanied the appeal,

EUBOVIWE» . /i Page 2 of4



ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

ANALYSIS OF HB 400

As of March 4, 1994

2. to send a redesigned computer generated appeal receipt letter not only
advising the applicant that their appeal has been received, but whether a
required feb n the appropriate amount was included. If the fee was not
included or the amount was less than the required fee, the receipt letter
would advise an applicant that the appeal would not be valid unless the
Department received the additional amount within 30 days of the date of the
notice. It would also advise the applicant that if they did not send in the
additional amount or request in writing a return of the insufficient amount
within 30 days of the date of the notice that the fee would be forfeited. If

— an appellant’'s check was returned for non-sufficient funds, the Department

would send the appellant a notice advising an applicant that the appeal

would be invalidated unless the Department received the additional amount
within 30 days of the date of the notice.

3. automatically refunr’ fees when an appeal decision overturned the original
denial; and
4, produce a daily reconciliation report for fee receipts.

Necessary data processing programming updates to the PFD System Masterfile
would require approximately 3 weeks work at a contractual services cost estimated
to not exceed $7,500 in FY95.

Additional data entry and fee processing could be accomplished by current staff,
since with the adoption of the appeal fee requirement the total number of appeals
received is expected to decline.

See the attachments for the assumptions regarding the number of appeals to be
received and the required staffing levels. Ifthese assumptions are correct th an:

1. In FY96 one PFDS Il could be reallocated to a PFDS | resulting in a
savings of $7.9. In FY97 a PFDS | position could be eliminated for an
additional savings of $44.8. Starting in FY98 three more PFDS | positions
could be eliminated for an additional savings of $134.4.

2. Starting In FY96 funding for one Formal Hearing Officer in the
Commissioner's Office could be eliminated.

To the extent that the number of appeals does not decline as projected, staffing
levels could not be reduced as reflected. Similarly, to the extent that the number
of appeals declines more than projected, staffing levels might be able to be
reduced more than the amount reflected.

(BégpiieMih Page 3 of4



Attachments:
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ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

ANALYSIS OF HB 400

As of March 4, 1994

Projected Revenues Resulting From HB 400
Projected Inventory Resulting Form HB 400
FY9L -FYO94 Appeals Statistics
AppealStatus Summ ary Report

Age of Unresolved Appeals

Page 4 of4



ALASKA DEPARTMENT OF REVENUE

PROJECTED REVENUES RESULTING FROM HB 400

Informal Conference Aooeals
Beginning Appeal Inventory
Appeals Received without a fee
Decisions Issued
Ending Appeal Inventory

Bright Line Issue Appeals Received (55%)
Non-Bright Line Issue Appeals Received (45%)

Number of Bright Line Appeals with Fee
Number of Non-Bright Line Appeals with Fee
Total Appeals with Fee

Amount Collected

Projected Overturn Rate
Amount Refunded
Amount Retained

Formal Hearina Aooeals
Projected AppealI Rate
Beginning Appeal Inventory
App_ee_lls%eceived
Decisions Issued
Ending Appeal Inventory

Non-Bright Line Issue A‘opeals Received (45%)
Bright Lins Issue Appeals Received (55%)

Number of Non-Bright Line Af)pealswith Fee
Number of Bright Une Appeals with Fee
Total Appeals with Fee

Amount Collected

Projected Overturn Rate
Amount Refunded (10% for FY95)

Amount of Related Informal Conference Fee Refunded

Amount detained at Formal

Net Retained

62103 SA L1 QIS

As of March 4,1994

M .
Annualized

7Moa "t FY95 FY96 FY97 FY98 FY99 FYOO
7.974 7,974
6.339 9.339 8,500 8.000 8,000 8,000 8,000 8,000
4.545 7,791
9.768 9,522
3.486 5,136 4,675 4,400 4,400 4,400 4,400 4,400
2,853 4,203 3,825 3,600 3,600 3,600 3,600 3,600
2,338 2,200 2,200 2,200 2,200 2,200
3.251 3,060 3,060 3,060 3,060 3,060
5,589 5,260 5,260 5,260 5,260 5,260
$139,725 $131,500 $131,500 $131,500 $131,500 $131,500
35% 30% 20% 15% 10% 10% 10% 10%
$27,950  $17.275  $9,875  $8225  $8,225  $8,225
$11-,775 $114,225 $121,625 $123,275 $123,275 $123,275
16% 10% 10% 10% 10% 10% 10%
978 978
749 1.284 447 421 421 421 421 421
698 1,197
1.029 1,065
337 578 201 189 189 189 189 189
412 706 246 231 231 231 231 231
171 161 161 161 161 161
123 116 116 116 116 116
294 217 217 277 277 277
$7,350  $6925  $6,925  $6,925  $6,925  $6,925
11% 8% 5% 5% 5% L% 5% 5%
$900 $800 $675 $575 $575 $575
$900 $800 $675 $575 $575 $575
$6,450  $6,125  $6,250  $6,350  $6,350  $6,350

Page Lof 1

$117,325 $119,550 $127,200 $129,050 $129,050 $129,050



Inform alConference ADDeals

Beginning Appeal Inventory

Total New Appeals

Total Resolutions

Ending Inventory

FormalHearlna Aooeals

Beginning Appeal Inventory

Total New Appeals
Total Resolutions

ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

PROJECTED INVENTORY RESULTING FROM HB 400

As of March 4,1994

EYMCA) m 2

9,768 9,522
3,000 5,589
12.2461 12.000)

9.522 7.111

978 1,014
535 447

m 21 (JL2QQ)

Ending Inventory 1.014 261
Slattina.Levels
Permanent Fund Dividend Division
Informal Conference Staff 6 6
Formal Hearing Staff 9 £
Total Permanent Fund Dividend Division Staff 9 9
Commissioner's Office Formal Hearing Staff funded by PFD Division 2 9

(A) Beginning Inventory for FY94 is as of February 1,1994

03\legls\nb400tot xIs

Page

1ofl

FYO99 FYO97T FY99 FYO9 FYO0O

7,111 3,371 631 891 1,151
5,260 5,260 5,260 5,260 5,260
(9.000) (8.000) (5.000) (5.000) (5.000)

3.371 631 891 1.151 1.411
261 82 0 0 0
421 421 421 421 421

(000) (503) L421) (421) (421)

22 0 0 0 2
7 6 3 3 3
1 1
2 YA 4 4
1 1 1 1 1

3/4/94 4:11 PM



ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

EmLzFY94 APPEAL STATISTICS

Through February 1,1994

Y94 FYQ
Informal Conference Appeals J FY9  FYal

Decisions Issued 4,545 9,337 4,912 4,625
Denials Overturned 1,598 2,309 1,859 1,378
Overturn Rate 35% 25% 38% 30%
Ending Appeal Inventory 9,768 7,974 7,679 5,167
Age of Oldest Appeal in Inventory in Months 29 20 .19 15
Formal Hearing Appeals
Decisions Issued 698 1,031 712 433
Denials Overturned 74 51 128 61
Overturn Rate 11% 5% 18% 14%
Ending Appeal Inventory 1,029 978 334 610
Age of Oldest Appeal in Inventory in Months 15 7 12 8

Nates

The relatively high informal conference overturn rate for the first seven months of FY94 is the result of:

1. applicants incorrectly answering questions on the revised 1993 Adult Supplemental Schedule, such as those

pertaining to motor vehicle exemptions and out-of-state employment:

2. a question on the revised 1993 Adult Supplemental Schedule regarding fish and game licenses which needed to be
more specific (this has been corrected on the 1994 Adult Supplemental Schedule);

3. a refinement of the working out-of-state policy which allowed a number of previously issued denials to be

overturned; and

4. the PFD Division's efforts to resolve obvious errors as quickly as possible, artificially inflating the overturn rate

during the first half of the fiscal year.

The 15 month old formal hearing appeal in FY94 relates to an appeal placed on hold pending the decision of the

Superior Court in a related case.

(OS2 S¢/Ri81 0 Page Llofl N4 7-17AM
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HOUSE BILL NO. 406 NO MUNICIPAL SALES TAXES ON AIR CARRIERS
"An Act relating to municipal sales and use taxes involving air carriers; and providing for an effective date.”
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CS FOR HOUSE BILL NO. 406(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE -SECOND SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): REPRESENTATIVE FOSTER

A BELL
FOR AN ACT ENTITLED
"An Act relating to municipal taxes and fees on the air transportation of
individuals or goods by federally certificated air carriers; and providing for an
effective date.”

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

* Section 1 AS 2910200 is amended by adding a new paragraph to read:
(53) AS 2047470 (air carriers).
*Sec. 2 AS 2947 is amended by adding a new section to read:
Sec. 2947470, TAXES OR FEES ON TRANSPORTATION BY CERTAIN

AIR CARRIERS PROHIBITED.  Notwithstanding other provisions of law, a
municipality may not levy or collect a tax or fee on the air transportation of
Individuals or goods by a federally certificated air carrier other than a fee authorized
under 49 U.S.C. App 1513(0) or (8). This section applies to home rule and general
law municipalities.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

- CSHB 406(FIN)
New Text Underlined (DELETED TEXT BRACKETED]



BILL No: 1B 4%

mmﬁa@m&smm AL NOTE

Revision Date; » o Department Affected: DOT&PF
Title: No Municipal Sales Taxes on Air Carriers BRU:

Sponsor: Foster . Component:
Requestor Component Serial Number:

EXPENDITURES/REVENUES: _(Thousands of Dollars)
OPERATING FY95 FY FY97 FY98 FY99 FYOO
PERSONAL SERVICES 0 0
TRAVEL 0
CONTRACTUAL 0
SUPPLIES 0
equipment 0
LAND & STRUCTURES 0
GRANTS, CLAIMS 0
MISCELLANEQUS 0
0
0
0

TOTAL OPERATING:
| CAPITAL
REVENUE FUND SOURCE

FUNDING: éThousands of Dollars)
1002 FEDERAL RECEIPTS
1002 GF MATCH

1004 GF

1005 GF/PROGRAM RECEIPTS
1006 GF/MHTIA

OTHER

TOTAL FUNDING:

POSITIONS

FULL-TIME 0
PART-TIME 0
TEMPORARY 0 0

Estimate of current year (FY94) impact: &
ANALYSIS: (Attach a separate page if necessary)

S © ococoocococoocoJ
oD
o o ooocococooo
O © oo ococococooo
O o ocoocococococooco
O O o ococococooo

coocoocoo
cocoocoo
coocoocoo
coocoocoo
coocococoo
ocoocoomoe

O o
O o o
o o
o oo
o o

This hill wil] not directly affect any state programs; however, it will result in transportation cost savings in that
an additional potential ta);<would%gciearl)epr%hlblted. d !
Prepared by:  Jonathan A. Widdis. Director Phone:  266-1460
Division:  Statewide Aviation Date:  February 3,1994
Approved by Commissioner Phone:  465-3901
PRIOVEALY — et
Agency.  Department of Transportation andTublic Facilities Date:  February 8,1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’'S LEGISLATIVE OFFICE
For further distribution Information call the Governor’'s Legislative Office

Page 1of 1



STATE OF ALASKA

1994 lSLATIVE SESSION ¢
Revision

Bill Versigm  hb

FISCAL NOTE H) Pub||sh Date: 2/15/9 4

Affars

Title: *An Act relating to mun|C|paI sales and use

faxes mvolvmg air carriers:
Representative Foster

Sponsor
Requestor

Expenditures/Revenues:
OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND &STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING 0.0

CAPITAL
REVENUE FUND SOURCE:
FINDING.

FY %

[)Jt Affected®  mmunity &Reglona

Component

COMPONENT SERIAL NO.

FY % FY 97 FY %8 FY 9 FY 00

0.0 0.0 0.0 0.0 0.0

(Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/VHT1A

Other

TOTAL 0.0

POSMONS:
FULL-TIME 0

PART-TIME
TEMPORARY

Estimate of current (FY94) Impact $
ANALYSIS:

>

Prepared hy: AA
Division: ~ Administrative Services
Approved by Commissioner®, A — A

Aaency:  Community & Regi }{al Affairs
a PREPARE/RTOF(’;R

¥ \)

OVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

0.0 0.0 0.0 0.0 0.0

none
(Attach a separate page it necessary)

465-4108
131/
1/31/%

Director Phone:
/1/) Date;

Deputy Commissioner ~ Date:

Page 1 of 1

COMMITTEE COPY



FISCALNOTE ¢ et

Bill Version: hb 406
STATE OF ALASKA BILL NO. on:
1994 LEGISLATIVE SESSION (F) Publish Dete: - 2/15/94

Revision Date: Dept. Affected:  Revenue

TiUe: No munitipaJ sales taxes on air carriers BRU: Revenue Operations
‘Component: Income and Excise Audit

Sponsor Representative Foster
Requestor (H) STA COMPONENT SERIAL NO. 113

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY95 FY96 FY97 FY98 FY99 FY00
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

UNO &STRUCTURES

GRANTS, CUIMS

MISCELUNEOQOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 00

CAPITAL |

REVENUE FUND SOURCE: 00 00 0.0 0.0 00 00
FUNDING: (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Raceiots
1006 GF/MHTIA

Other

TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY94) impact: S

ANALYSIS: (Attach a separate page if necessary.)

This bill will have no impact on state tax revenues or operations.

Prepared hy: Larry E. Meyers ' 0y = Phone: 465-2320
Division: Income and Excise' AUji-d7T5m  /Q  \ /) Date: February 2.1994
Approved by Commissioner Darrel J, Rexwinlrel <7 [Gg*~~S</ 21 Date: February 2. 1994

Agency: Departnient of Revenue /

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information call the Governor’s Legislative Office

(Rv 11/ HAliical.nia/lal Page 1 of 1

IpafoecGinb> COM-il/S37TEE COPY



Municipal Fiscal Impact Note
(AS 24.08.035(e))

2 AT session G+ o

Revision Date: 2/23/94 Municipalities
Title: An Act relating to municipal sales and Affected: All

use taxes involving air carriers
Requested By

Sponsor: Representative Foster

Municipal Costs: (Thousands of Dollars)
Operating FY95 FY99
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants, Claims

Miscellaneous

Total Operating

FY2000

Capital
Funding (Thousands of Dollars)
Property Taxes
Sales Taxes
User Fees
Federal Receipts
State Receipts
Other

Total

(potential significant  loss —see

Positions
Full-Time
Part-Time

Analysis:
HB 406 would exempt all air carrier from sales tax for activities involving carrying of passengers or freight. There

are currently 98 municipal governments which levy a sales tax. Of these, four currently levy taxes against freight, one

levies against air charters and one levies against passengers.
A phone survey of municipalities by the Office of the State Assessor indicated these municipalities currently

receive little revenue from these types of activities under the current reading of the law. This is partially due to the fact
that the federal government levies a tax against passenger service precluding any local taxation. Atthe presenttime, the
Kenai Peninsula Borough is in court on this specific issue. Many municipalities appear to be waiting for resolution of this
court case before making a decision on introducing similar taxation approaches. Once a court decision is rendered, there
could be significant numbers of municipalities which choose to levy some form of sales tax on air charter or "flight-

seeing."

Continues on attached page.

Prepared by: Michael Cushing. Research Analyst Phone: 465-4751
Division: Municipal and Regional Assistance Division Date: 2/23/94
Approved by

Commissioner:
Agency: Department of Community and RegionJ Affairs

A T e o lon G e Govenr s Legae Oigs -~ '+~

Date



Muncipal Fiscal Note Page 2 of 2
Analysis -continued

BILL NO. HBJfIS

Linder the current circumstances, this bill would have little fiscal impact on local governments.
However, depending on the outcome of the Kenai court case, the picture could change dramatically. If the
court decides in favor of the Kenai Peninsula Borough, other municipalities are likely to follow suit and
introduce similar local taxes. The City & Borough of Juneau estimates a revenue loss of about $300,000 per
year were these taxes to be permitted (by federal law) but exempted by state statutes. In this case, the
revenues lost to municipalities statewide could amount to several millions of dollars per year.



Alaska House of Representatives

RichardFoster During Session
P.0. Box 1630 Slate Capitol
Nome, Alaska 99762-1630 Juneau, Alaska 99801-1182
907-443-5036 Q07-465-3739
Fax 907-443-2162 Fax 907-165-3242
MEMORANDUM
To: Members of the House Finance Committee
From: Sep. Richard Foster
RE: Draft CS for HB 406

In response to concern over the prohibition of "use taxes" in HB 406,
| am submitting the attached draft CS for consideration by the
committee. The municipalities fear that "use tax" is so vague that it
may interfere with the collection of landing fees, fuel flowage fees,
etc. The new language contained in the attached draft eliminates
"use taxes" altogether, and clearly prohibits taxation only of the
transportation of individuals or goods. The air carriers support this
language, and the attorney for the City of Juneau agrees that it
alleviates municipal concern regarding the vagueness of "use taxes"

I am still concerned with the issue of goods which are being shipped
through the various air hubs of the state being taxed at the expense
of residents who reside in the smaller communities which must rely
on air transportation. The Federal Government already taxes both
passenger service and air transportation. Those taxes collected
flow back to the states to assist with airport maintenance and
construction.

In regard to narrowly defining ’federally certificated air carrier”, |
stand opposed. The Federal Preemption Provision applies to all air
carriers regulated by the FAA. Since it is the intent of this
legislation to restate federal law, it would be unwise to include
only those air carriers certified under Section 401 of the Federal
Aviation Act as the municipalities have suggested. Doing so would
merely leave open a window of opportunity for future, fruitless
litigation.

akanuk, Chtuak, Elim, Emmonak, Gambell, Golovin, Hooper Bay, Kotlik, Koyuk, Marshall, Mekoryuk, Mountain Village, Newtok, Nightmute, None,
ﬁn% aﬁﬁgn\/ﬁ%ﬁoﬁﬂ%n Russ%n M%E}on, St Mary's, St |cﬁggl, Sauoonga,ygcammon Bay, Sha%]mk, SHefgon Po!ﬁ?,e Steblets, Toks%oL Bay, Tununak,
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CS FOR HOUSE BILL NO. 408( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE -SECOND SESSION

BY

Offered:
Referred:

Sponsors):  REPRESENTATIVE FOSTER

A BILL
FOR AN ACT ENTITLED”
"An Act relating to municipal taxes and fees on the 'transportation of individuals
or goods by federally certificated air carriers; and providing for an effective
date."

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

* Section 1 AS 2910200 is amended by adding a new paragraph to read:
(53) AS 2047470 (air carriers).
* Sec. 2. AS 2947 is amended by adding a new section to read:
Sec. 2047470, TAXES OR FEES ON TRANSPORTATION BY CERTAIN

AIR CARRIERS PROHIBITED. Notwithstanding other provisions of law, a
municipality inay not levy or collect a tax or fee on the*transportation of individuals
or goods by a federally certificated air carrier other than a fee authorized under 49
U.S.C. App 1513(h) or (e). This section applies to home rule and general law
municipalities.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

- CSHB 406 )

New Text Underlined [DELETED TEXT BRACKETED]



Good Morning:

RE: CS SB 261 (TRA)
My name is Robert Jacobsen. | represent Wings of Alaska. Additionally, |

received calls from some fellow air carriers who asked me to appear here
this morning and give you some relevant facts.

When [ first learned of this Legislation's introduction and moving through
committees, | was surprised that someone felt it necessary for the State to
prohibit Boroughs from levying sales taxes on the air transportation of
goods and passengers because Federal law prohibits states or political
subdivisions thereof from doing such a thing.

And then Irecalled how many times in the Jast ten years that Wings has
had to educate and re-educate City and Borough administrators in the
jurisdictions we operate from with respect to federally-imposed uniform
excise taxes on air transportation and the federal prohibition against
communities implementing sales taxes.

49 USC Section 1513 reads in pertinent part: "(a) No state (or political
subdivision thereof...) shall levy or collect a tax, fee, head charge, or other
charge, directly or indirectly, on persons traveling in air commerce or on
the carriage of persons traveling in air commerce or on the sale of air
transportation or on the gross receipts derived therefrom

(b) Nothing in this section shall prohibit a state (or political subdivision
thereof) from the levy or collection of taxes other than chose enumerated
In subsection (a) of this section, including property taxes, net income taxes,
franchise taxes, and sales or use taxes on the sale of goods or services™"

(emphasis added).



Thus, 1f Wings of Alaska were to engage in the sale of goods or services
distinct from its sales of air transportation, the sales tax could be lawfully
assessed. In other words, when Wings sells tee shirts, sweatshirts and
coffee mugs, the sale of those goods are distinct from air transportation,
therefore we must collect and remit sales tax on the sale of those goods.
Additionally, when Wings purchases goods or services directly supporting
our air transportation business, (i.e. fuel and maintenance) we pay
appropriate sales taxes.

In considering the Airport Development Acceleration Act of 1973, the
Senate Commerce Committee was concerned with primarily two issues:
1) the impact of state and local taxes, and 2) the urgent need for federal
Involvement to encourage local governments to construct new and
improved airport facilities. More specifically, in the purposes section of
Senate report No 93-12, the Committee stated:

The legislation to provide increased Federal participation in airport
development grants is required because of the serious financial difficulties
being experienced by many local government agencies who bear the
responsibility to build, operate and maintain the nation's system of
publicly-owned airports. The funds required to increase the Federal share
of airport development grants will come from the Airport and Airway
Trust Fund established by the Airport and Airway Revenue Act of 1970.
The fund is funded from revenues from user taxes on aviation-svstem
users and contains and will contain adequate revenues to cover the cost of
the increased Federal assistance. No new taxation and no expenditure of
general US funds will be required as a result of the legislation.



The bill prohibits any government agency other than the United States
from establishing or levying a passenger head tax or use tax. This
prohibition will ensure that passengers and air carriers will be taxed at a
uniform rate -by the United States -and that local ‘head" taxes will not be
permitted to inhibit the flow of interstate commerce and the growth and
development of air transportation.

In conclusion of Senate Report No. 93-12, the Committee stated that the
bill provides that the cost of this increased Federal participation will be
bome by the users of the system, not the general taxpayer. The airlines,
airline passengers, and shippers, and aircraft owners and operators all
contribute to the development of the system by paying user taxes
established in 1970. S. 38 provides that a greater share of the revenues
from these taxes will filter down to local governments -airport sponsors -
to meet local and national needs.

In accepting a greater Federal role and responsibility in airport
development the Committee has also acted to prohibit local taxation on
passengers or on the carriage of passengers. We believe such taxation to
be inimical to the development of a national system funded in large part
by uniform Federal taxes.

The Committee views S. 38 as an aviation development package -the
components of which cannot be separated.

Therefore, by prohibiting state taxation on passengers or on air
transportation the Committee has accepted greater responsibility for U.S.
assistance, lielieving that the two actions must be viewed together and that
neither should stand alone without the other.



| am not sure which portion of this law some City administrators do not
understand; it seems quite clear. Finally, a Florida Circuit Court has most
recently held that Section 1113 of the Federal Aviation Act prohibits States
from the taxing of air cargo and struck down the Florida provisions
assessing a 5 percent tax on intrastate air freight and a 2.5 percent tax on
intrastate shipments. Enclosed is a copy of the December 17, 1987, report
of this case from Aviation Daily.

If [had my druthers, we would prefer to pay the Citys and Boroughs a
sales tax if we did not have to pay the 10 percent Federal Excise Tax on
passengers and the f 1/4 percent Federal Excise Tax on cargo to the US.
Government. However, that is not possible. The air carriers are not
attempting to prohibit the local boroughs throughout our state from any of
the traditional fees and taxes that we are already paying, such as landing
fees and property taxes. We do believe, however, that it would be good
public policy on your part to help the Boroughs interpret the Federal law
so that we air carriers can quit spending time and money and further save

the Boroughs' money in the legal process.

Additionally, our State s extremely dependent on air transportation.
Allowing Boroughs to implement another layer of taxes on intrastate
commerce would be counter-productive to the economic development of

our State.

Thank you for your interest in this legislation.
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DOUGLAS TO INTENSIFY M,:A<F?\KETING OF TWIN PROPFAN

Dougllas Aircraft early next year will “intensify’ s marketing efforts with airlines
for a propfon derivative of its MD-80 series, despite a Boeing decision this week to delay indefinitely its
737 propfan project (DAILY, Dec. 16). Boeing said it is consolidating its product development activities,
including studies of the 7J7, info a new Advanced Programs Organization.

A Douglas spokesman said that the company B "moving ahead with its propfon flight tests on
lestbed aircraft and has completed 110 fligt tests. "'We will be out heavily after the start of the new
year talking t airlines. We are trying 1 get enough interest o launch. We have encountered a ot of
interest.”” Douglas will be trying t© determine the size of aircraft to offer, which i one reason why
8oeing bocked off a 1993 introduction of the 7J7. Boeing said airlines wanted the 7J7 in sizes of 130
180 saats. "The 7J7 was visualized infGally as 150 seats,"'" a Boeing spokesman said. Douglas could offer
the 130-seat MD-91, the MD-87 equivalent, or tre larger MD-92, which s based on an aircraft the size of
the MD-80.

The Boeing decision could put the proposed 7J7 into a mid-1990s timeframe, which Bwhen Airbus
Industrie had predicted propfan technology would become fessible for use on transport aircraft. Airbus
said if believes its A320 "in any event'' will be a competitive aircraft to either U.S. offering. ""We do not
thirk techrologically it will be superseded for the foreseeable future."

Alan Mulally, former director of engineering for the 7J7, was named general manager of the new
Advanced Programs Organization, which Boeing said will have resposibility for development of its
advanced technology and design and new airplane programs. Reporting to Mulally will be Ardell
Ande/son, director of new product development; Robert Mathis, director of finance; Murray Booth,
director of 7J7 engineering, and Roy Phillips, manager of the 7J7 joint venture management.

Concerming Japanese participation on the 7J7 program, Michio Daibo of Japan Aircraft
Development Corp. will coordinate with Mulally, and similar relationships will exist between Akira lkeda
and Murray Booth and Norio Yamonouchi and Roy Phillips. Boeing said that because of the major air
traffic growth expected by the year 2000, the new organization structure 'Will ensure a syrergistic
approach to development and implementation of technical odvances in all new and derivative products,
including the high-speed commercial transport under study."

It said the reorganization resulted from a decision earlier this year to delay program timing of the
7J7 uttdl a "'more defined requirement of airplane and engine size @*, be obtained from key customers."

NEW MEXICAN CARRIER ORDERS AIRBUS A300-600

Latur, a new Mexican charter carrier venture started by the Mexican pilots association through its
pension fund and Promotora Mexicana de Hoteles, has ordered an A30Q-600, making it the first Mexican
customer for an Airbus product. Engine selection i yet 1 be mode for the airoraft, which B to be
delivered in July 1989 and used on routes between the U.S. East Coast and Mexican resorts.

FAA EXTENDS DEADLINE FOR SPECIAL FLIGHT AUTHORIZATIONS

FAA has extended undl Dec. 31, 1989, a special authorization K,r non-revenue flights of. Stage |
aircraft if permission s submitted five days before the fligt, but the agency says it does not intend to
extend the authorization beyond that date (DAILY, Dec. 16). Current rule authorizing such fligits
epires Dec. 31, 1987. FAA began allowing the fligits following the Jan. 1, 1985 deadline, which
prohibits the operation of aircraft that do not comply wi*V "jtage 2 or 3 noise leels. Agency said that
extension of the rule B not necessary beyond Dec. 31, 1989, because "most non-complying Stage |
aircraft will either have been modified to meet Stage 2 noise standards or be out of service."

FLORIDA COURT STRIKES DOWN SERVICE TAX ON AIR FREIGHT
Circuit Court for Leon County, Hla., has struck down Florida™s tax on services as if gpplies to air
freight, the Air Transport Association said. Judge Charles M rer, who wrote the opinion for the court,
said Section 1113 of the Federal Aviation Act which prohibit? StateS from faxing air transportation also
goplies to cargo- Since the tax went info effect July 1 Florida has assessed a 5% tax on intrasfate air
freight and a 2.5% tax on intrastate shipments. The ruling wns in response to a suit filed Aug. 18 ogainst
the state by ATA and DHL Airways. The Florida Deportment of Revenue hod fried to get the auit
dismissed on grounds the federal oct prohibits states from establishing head taxes but did not apply to
taxes on property moved by air. el

«l =, i
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The Honorable Representative Richard Foster
Chair, House Finance Subcommittee on HB 406
Capitol Building, Room 410

Jureau, Alaska 99811

Re: House Bill 406
Dear Representative Foster:
Thank you for the opportunity to comment on this legislation.

The City and Borough of Juneau continues to oppose the bill. The municipality opposes both the
federal legislation limiting the tax base of local government, and state attenpts to fill the gaps in
federal law. HB 406 goes beyond what we believe the federal lawto be.

I understand that the subcommittee intends to adopt a proposed committee substitute identical to
CSSB 261(C&RA). CBJ appreciates this change; the bill is considerably improved in the
committee substitute.

Nevertheless, CBJ opposes the legislation. The city sees this as an unfunded mandate:
Municipalities must provide services -- police, fire, schools, roads, hospitals —to the air carrier
industry, but will be precluded by state law from lewying atax. While it is true that the carriers
pay into a federal fund of which Juneau Intermational Airport gets afair share, the carriers get for
those taxes afacility dedicated to their use, the airport. CBJ seeks to levy a sales tax to fund the
gereral municipal services of police, fire, etc. CBJ is considering levying a sales tax on
flightseeing tours which remain entirely within the borough: the flights take off from the Juneau
harbor, tour the icefield, and retum. The tax v’ould fall on tourship-based tourists visiting Juneau,
andwould be collected by the flightseeing industry. The bill would prohibit this.

As amatter of policy, CBJ believes that whether or not to levy such atax should be a locui
political issue, not a matter for decision by the state or federal government.

Onpage 1, line 12, after "municipalities” and before the period, please add: "except thet
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it does not apply to flights conducted entirely within the boundaries of a taxing
municipality.”

Another amendment which would significantly clarify the legislation —to be sure not to
jeopardize landing fees and similar fees —is one which would except from the bill those taxes
alloned under the federal statute, 49 USC App 1513(b).

Onpage 1, line 12, after "1513(e)," add: "or other taxes or fees allowed under 49 U.S.C.
App 1513(b)."

This amendment would make the bill more accurately reflect federal law. The federal statute hes
a prohibition clause limiting taxation, (subsection 1513(a)), and a savings clause permitting certain
taxes, landing fees and the like, (subsection 1513(b)). This amendment would meake the hill
resemble the federal law. The purpose of the amendnent is to make clear the legislative intent not
to jeopardize landing fees, taxes on meals, fuel flowage fees, and so forth. (The sponsors have
made this intent clear in the legislative history, but an amendment would meke it clear inthe
statute itself.)

Fnally, we would like to point out that HB 406 as it now stands goes beyond the federal law
limiting local governments. Even under the interpretation of the General Counsel for the U.S.
Department of Transportation, which seerms to bend over backwards to prohibit local taxation—
and whose opinion differs from that of Judge Link of the Alaska Superior Court —taxation of
intrastate air cargo is permitted by federal law. The present version of HB 406 would go beyond
the federal limitation and prohibit taxation of intrastate air cargo.

Again, our preference is no bill; but we appreciate efforts to clarify the legislation. With
municipal assistance and revenue sharing being reduced, the municipality opposes efforts to
reduce the local government tax base by statute.

Thanks again for the opportunity to comment.

Sincerely,

fa \ DavidR. Palmer
S ' Deputy City Manager

DRP/JWH/mm
cc:  Subcommittee Members
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AML Position Paper
HB 406 = Exempting air carriers from municipal sales and use tax

The Alaska Municipal League opposes HB 406 - Exempting air carriers from municipal
sales and use taxes for a number of reasons.

Frst, the hill is yet another attempt to linmit the ability of municipalities to raise local
revenues, revenues that are badly needed in light of cutbacks in state aid and the
increasing number of unfunded mandates imposed by the state and local governments.

Second, according to its sponsors, the hill is intended to restate federal law, law that
they say is clear already. I the federal law is clear, there Is no reason to restate it in
state statutes. In fact, HB 406 does not restate federal law, it goes far beyond it by
prohibiting municipalities from levying sales taxes on the carriage of intrastate freight. In
addition, the hill includes, in Section 3, a prohibition on "sales or use tax on an activity
that directly involves the carriage of individuals or goods for hire by a federally
certificated air carrier.” This broad and ambiguous language could have far-reaching
implications by prohibiting landing fees, fuel taxes, and taxes on bus or other forms of
transportation sold by air carriers as part of a packaged tour, among others.

mt T AN AR A erior Court Judge Jonathan M Link in the }M—
ase and by the Deputy Jeneral Counsel of the federal
Department of Transportation confirm AMLs position that taxation of intrastate freight by

municipalities is allowable. Judge Link, in a May 1993 ruling on a motion for partial
summary judgment inthe case mentioned above, said:

FHnally, it is appropriate to note that the court’'s analysis in this decision is
limited solely to. the carriage of persons. Homer Air has not asked the
court to address the question of freight. The court notes in passing that
the doctrine of preemption is one that is generally limited by specific
legislation. Section 1513 as enacted relates only to the carriage of
"persons” and, accordingly, does not prohibit sales taxes on the

transportation of freight.

Third, with regard to the issue of taxation of passengers. K is mygungersta@ading that at
the present time the issue of taxing passengers in certain types Mces, e.g.,
local flightseeing, is still in dispute and is, in fact, the focus of the se, which
is yet to be decided in the court. AML asks that the legislature wait for the courts to
decide what federal law means, not superimpose stc.'e i#= Municipalities understand
the federal prohibition on the taxation of passengers "in air commerce,” but they oppose

broad state statutes that would extend the Intent of the federal statute to cover such
things as flightseeing.

ANL opposes HB 406 as unnecessary and as unnecessarily restrictive on the power of
municipalities to raise locally generated revenues. At a minimum, the bill should be
amended to limt the prohibition on municipal taxation to "a sales tax on the carriage of
passengers from a point of origin to a different point of destination." This would clearly
restate the intent of the federal law without placing undue restrictions on municipalities.

Member of the National League of Cities and the National Association of Counties
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The existing language In Section 3 Including the phrase "and use" Is too broad. \What
does "an activity that directly involves the carriage of individuals or goods for hire by a
federally certificated air carrier* mean? Does it include carriage of Individuals on land as
part of a package deal put together by an air carrier?

In addition, the hill should be amended to change the effective date to January 1,1995,
to give any municipalities that do collect taxes of this type to plan for reduced revenues

Intheir budget cycle.

In conclusion, the Alaska Municipal League opposes HB 406 ss an unnecessary
piece of legislation and one that will place unfair restrictions on the ability of

municipalities to raise local revenues.

February 23,1994

LEGIS94:poshh406.223



SPONSOR & STATEMENT

HB. 406 "An A?t re_Iatiné] to, municipal sales and use taxes involving air carriers;
and providing for an effective date.

The bill amends AS 29.45.650 by adding a_new subsection (i) which prohibits a
borough and a home rule or general law munici ahtg from Ievymag o c?llectlng a sales
%Ereuste)ytaei(nOgirar(]:a?fittla\pty that directly Involves the carriage of individuals or goods for

This exclusion would be consistent with the Federal Aviation Act of 1958 (as
amendedt) which estahlishs most of the ground rules for aviation. Section 105 (a) is
referred to as the Federal Pre-emption Provision, In summary, it provides that the
federal government reserves for itself the Power to reﬁulate and tax air carriers engaged
In "air tfansportation or "air commerce". tPoes further b¥ stating that no state, or
political subdivision thereof, may enact any laws that affect the "rates, routes or
senfices” of an air carrier engaged In air transportation.

Qver the last several year, there have been several attempts by various
communities to attempt to exploit an ‘apparent' inconsistency in the language of the Act
by enact_m[q local ordnances Imposing sales taxes on air transportation.” There is
sbstantial"body of case law demonstrating that this is an untenable position but
Penodlcally someone decides to make another attempt to establish such a tax. Part of
he rationale behind the pre-emption clause Is that the overall benefit to the nation
overwhelmingly supersedes the Value to states and communities themselves. Some sort
of sales or uSe tax has been proposed in Nome, Kotzebue, Cordova, Barrow, St. Mary's

and several other communities.

The Act_is quite specific in_its application to the transportation of p irsons,
property or mail, by federally certificated air carriers. Each community that has
raised the issue has_failed of withdrawn for one reason or another. The”problem for
carriers is that despite a substantial bodr of case law establishing the apphcablhty of
the pre-emption provision, community after community discovers what they think is a
potential source of new revenue. This results.in a virtually unending series of
confrontations and litigation between the aviation industry and varioUs cities and

municipalities.

. This bill would cIarifg in a final manner those areas where certificated air
carriers are not subject to locally imposed taxes.
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January 21, 1994

Mr. Edgar R. Locke

Beaty, Draeger & Locke, P.C.
3900 Arctic Boulevard, Suite 101
Anchorage, Alaska 99503

Re: City of St. Marv"s Sales Tax

Dear Mr . Locke:

We represent Northern Air Cargo and Alaska Airlines.
Both of them recently received a letter from the City demanding
that they provide the City with a "full account of tax reserves
subject to the (City’s] tax"™ and payment of all tax asserted to
be due by a stated deadline. I called you earlier last week on
behalf¥ of Northern Air Cargo in response to that letter. You
courteously agreed that the time for response to the letter could
be extended to today.

As the city is aware, the air carriers have serious
doubts as to the validity ofthe City’s ordinance. These doubts
were expressed in Mr. Hallford®"s letter to the City Manager dated

June 11, 1993. There are several independent reasons why the
City"s attempt to tax the carriers’ operations in this manner is
illegal. These are summarized briefly in the following

paragraphs of this letter.

1. The tax is preempted by 49 U.S.C. App. 8§ 1305(:
This broad preemption provision was enacted as a part of the 1978
Airline Deregulation Act, which extensively amended the earlier
Federal Aviation Act of 1958, as amended. It prohibits any state
or local law "relating to rates, routes or services of any air
carrier having authority [under the Act] to provide air
transportation.” In Morales v. Trans World Airlines, 112 S. ct.
2031, 119 L.Ed. 2d 157 (1992), the U.S. Supreme Court confirmed
that this preemption provision was intended by Congress to have a
very broad effect. It prohibits all local laws "having a
connection with or reference to" rates, routes or services. This
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broad preemption statute leaves the srates and their political
subdivisions with very little authority. Local laws having only
a '""tenuous, remote or peripheral”™ effect upon the airlines”

rates, routes and services are still allowed; but all other local

laws are flatly preempted.

Even local laws which effect air carrxers less than the
City"s tax ordinance have been held to be preempted by the
federal statute. See, e.g., Morales v, Trans World Airlines:
Mattox v. Trans World Airlines. 897 F.2d 773 (5th Cir. 1990).
These cases involved attempts to regulate advertising practices.
On the continuum ranging from substantial and direct effects upon
“"rates, routes and services"” to effects that are only "tenuous,
remote or peripheral,”™ the local laws rejected in Morales and
Mattox clearly exerted a more tenuous or peripheral effect upon
rates than the tax levied dxrectly upon the sale of
transportation and the customer that the City is attempting to
impose, yet they were ruled to be preempted.

2. The limited savings provision found in the Anti-
Head Tax statute, 49 U.S.C. App. S 1513, does not authorize this
tax. The savings provision allows certain forms of taxation of
the sale of services other than air transportation itself. The

cases of Wardair Canada v. Florida Dept, of Revenue. 477 U.S. 1
(1986), and Air Jamaica. Ltd. v. State Dept, of Revenue. 374
So.2d 575 (Fla. App-. 1974), are of no help to the City. They
upheld the imposition of a local sales tax on jet fuel and on
pre-packaged meals. In each instance, the object of the local
tax was not- the provision of air transportation, but was the
provision of goods and services supplied in connection with, or
incidental to, airline operations.

3. Superior Court Judge Link"s recent decision in the
Homer Ailr case 1is inapposite. Homer Air is a non-certificated
air taxi operator. Hence, the preemption provision (49 U.S.C.

App- S 1305(a)) does not under 49 U.S.C. App-. 5 1305(b) apply to
Homer Air because it is not a federally-certificated carrier.
Northern Air Cargo and Alaska Airlines both hold certificates of
public convenience and necessity issued by the U.S. Department of
Transportation under Section 401 of the Federal Aviation Act.
State and local laws relating to their rates, routes and services

are prohibited by federal law.

4. A carrier operating pursuant to a certificate of
public convenience and necessity, carrying U.S. Mail (by
definition "air transportation™) and carrying freight in
interstate commerce, is not subject to sta" e regulation or state
taxation with respect to anv of the traffic carried, regardless
of whether the origin and destination of the journey are entirely
within the same state. Sgg, Federal Express Corn, v. California

Bogle& Gates
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Public Utilities Commission, 716 F.Supp. 1299 (N.D. California,
1989), and Pioneer v. City of Kearney. 256 N.W.2d 324 (Nebraska
1977). Northern Air Cargo and Alaska Airlines are in this exempt

category.

5. Even if federal statutes left states and
subdivisions free to tax carriage of goods that travel strictly
in intrastate commerce, we believe that most if not all of the
air carriage activities of Northern Air Cargc and Alaska Airlines
are nontaxable because they constitute interstate or foreign
commerce. In determining whether transportation between two
points In a state is intrastate or interstate in nature, the
crucial consideration is the shipper®s intent at the time of
shipment. Roberts v. Levine. 921 F.2d 804, 812 (8th Cir. 1990).
It would be impractical and unworkable for the City to force the
air carriers to guess about each of its shipper®s intentions with
respect to each shipment.

Northern Air Cargo and Alaska Airlines both received
form letters (""Dear Business Owner™) from the City Manager
requesting that they complete a "Consumer®s Sales Tax" report
form.. The payments made by their shippers in respect of aircraft
operations originating or terminating in the city of St. Mary"s
are exempt from taxation, for the reasons discussed earlier in
this letter. Therefore, we believe that there is no legal
jJjustification or practical reason for the City to require them to
file a "Consumer®"s Sales Tax" report form. IT the City disagrees
with this view, please notify us. In that event, we would be
interested in knowing the City"s position about which provision
of the ordinance requires the filing of this form and what
consequences flight ensure in the event of a failure to Tfile.

As 1is probably clear from the tone of this letter,
Northern Air Cargo and Alaska Airlines are confident of their
legal position in this matter and are strongly committed to
defending their rights to be free of local government taxation
efforts that Congress has seen fit to prohibit. Northern Air
Cargo has consulted on this matter with its lawyer in Washington,
D.C. with whom it has worked for many years on regulatory
matters. The lawyer, Mr. Theodore Seamon, has concentrated his
practice in federal airline regulation matters for more than
forty years and has been actively representing Northern Air Cargo
and other Alaska clients on these matters since before statehood.
Mr. Seamon and 1 are available to confer with you at your
convenience regarding this matter and to provide a more detailed
discussion of the legal principles mentioned in this letter
should you desire. In fact, we would encourage such a meeting.

Northern Air Cargo and Alaska Airlines have always
honored their legal obligations, and they certainly intend to do

Bogle& Gates

polit
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so In this instance. At the same time, the City cannot expect
them to penalize their customers by collecting and remitting to
the City a tax that is clearly prohibited by federal law.

Very truly yours,

BOGLE & GATES

James N. Reeves

Bogle&Gates
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1008 112 Federal Aviation Act of 1958 :I%

[1 1572] STATE TAXATION OF AR
COMVERCE

Sec. ,1113)(49 App. U. S. Codqg~t3l/(a) No Sute (or political subdivision thereof,
including SiarXonuaonwcalth of PuSrtrTUco, the Virgin Islands, Guam, the District of
Columbia, the territories or possessions of the United States or political agencies of two or
more States) shall ievy or collect a tax, fee, head charge, or other charge, directly or
indirectly, oa persons traveling in air commerce or on the carriage of persons traveling in air
commerce or on the sale of air transportation or on the gross receipts derived therefrom;
except as provided in subsection (c)' except that any State (or political subdivision thereof,
including the Commonwealth of Puerto Rico, the Virgin Islands, Guam, the- District of
Columbia, the territories or possessions of the United States or political agencies of two or
core States) which levied a tax, fee, head charge, or other charge, directly or indirectly, oa
persons traveling in air commerce or on the carriage of persons traveling in air commerce or
on the sale of air transportation or on the grots receipts derived therefrom prior to May 21,
1970, shall be exempt from the provisionsof this subsection until December 31,1973.

(b) Except is provided in subsection (d) of this section, nothing in this section shall
prohibita State (or political subdivision thereof, including the Commonwealth of Puerto Rico,
the Virgin Islands, Guam, the District of Columbia, the territories or possessions of the
United States or political agencies of wo or more States) from the levy or collection of taxes
other than those enumerated in subsection (a) of this section, including property taxes, net
income taxes, franchise taxes, and sale or use taxes on the sale of goods or services; and
nothing in this section shall prohibit a State (or political subdivision thereof, including the
Commonwealth of Puerto Rico, the Virgin Islands, Guam, the District of Columbia, thel
territories or possessions of the United States or political agencies of two or more States)
owning or operating in airport from levying or collecting reasonable rental charges, landing
fees, or ocher service charges from aittxaft operators for the use of airport facilities.

[EN—

(c) In the case ofany airport operating authority which—

(1) has an outstanding obligation to repay a loan or loans of amounts borrowed and
expended for airport improvements;

(2) is collecting without air carrier assistance, a head tax on passengers in air transporta-

tion for the use of its facilities; and

(3) has no authority to collect any other type, of tax to repay such loan or loans, the
provisions of subsection (a) shall not apply to such authority until December 31,1973.

(d X1) Tne following acts unreasonably burden and discriminate against interstate
commerce and a State, subdivision of a State, or authority acting for a State or subdivision of
a Sute may notdo any of them; !

(A) assess air carrier transportation property it a value thac has a higher quo
to the true market value of the air earner transportation property than the ratio
that the assessed value of other commercial and industrial property of the same
type in the same assessment jurisdiction has to the true market value of the other
commercial and industrial property,

(B) levy or collect a tax on an assessment that may not be made under
subparagraph (A) of this paragraph; or

(Q levy or collect an jad v ' ;rem property tax on air carrier transportation
property at a tax rate thit exceeds the ux rale applicable to commercial and
industrial property in the same assessment jurisdiction.

A b I .
OlMubaai..- j
(A) "assessment" means valuation for a property tax levied by a taring district;

(3) "assessment jurisdiction” means a geographical area in a sute used in
determxdns the r.u-rrr.d value vf property for ad valorem taxation;

(C) "air carrier transportation property” means property, as defined by Lhe
G vil Aeronautics Board, owned or used by an air carrier providing air transporta-
tion;

(D) "commercial and industrial property” means property, other than trans-
portation property xad Und used primarily for agricultural purposes or timber

Aviation la.w Reports §1113(d) U1572

FEDERAL AVIATION ACT OF 1958



A laska Statutes

Title »s. Municipal Government.

Chapter

10. Home Rule Municipalities @ 29.10.200)

Municipal OFficers and Employees @ 29.20.090)

Municipal Powers and Duties (& 20.35.0856, 20.35.131 —
20.35.137, 29.36.200, 29.35.210, 29.35.625)

Municipal Taxation (& 29.45.050)

Municipal Programs (& 29.55i020)

State Programs (8 29.60.450, 29.60.600, 29.60.650)

BHa #4B

Chapter 10. Home Rule Municipalities.

Article

2. Home Rule Limitations (5 29.10.200)

Article 2. Home Rule Limitations.

Section

200. Limitation of home rule powers

Sec. 29.10.200. Limitation of home rule powers. Only the fol-
lowing provisions of this title apply to home rulle nunicipalities as
pronibitions on acting otherwise than as provided. These provisions
supersede existing and prohibit future home rule enactments that
provide otherwise:

e D AS 29.05.140 (tasitaan);

@ AS 29.06.010 (change of municipal name);

@ AS29.06.040— 29.06.060 (annexation and detachment);

@ AS29.06.00— 29.06.170 (merger and oconsolidation);

G AS29.06.190— 29.06.420 (unification of municipalities);

® AS29.06.450- 29.06.530 (dissolutdan);

() AS 29.10.100 (charter amendment);

® AS 29.20.010 (orflict of interest);

®© AS 29.20.020 (meetings puolic);

0) AS 29.20.050 (legislative poner);

D AS 29.20.060 — 29.20.120 (assembly composition and appor-
tioment);

2 AS 29.20.140 (qualificatios of members of governing bodies);

@3) AS 29.20.150 (term of offi);

4 AS 29.20.220 (executive poner);

(@5) AS 29.20.270(e) (ordinance \eto, by mayor);

(@6) AS 29.20.630 (prohibited discrimination);
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117) AS 29.20.640 (reports);-

@8 AS 20.25.010@)(A0) (nunicipal exemption.on cotractor bond
requirenents);

@9 AS 29.25.050 (cdificatian);

(@) AS 29.25.060 (resolutias):

(2D AS 29.26.030 (notice of electias);

(@) AS 29.26.050 (\oter galificatian);

() AS 29.26.250 — 29.26.360 (recll);

@) AS 29.35.020 (extraterritorial jurisdician);

(&) AS 29.35.030 (eminent domain);

(@) AS 29.35.050 (garbage and solid waste services); .

@ AS 29.35.055 (laal air quality cottrol program);

@) AS 29.35.060 (franchises and pemits);

(@) AS 29.35.070 (public utlitics);

@) AS 29.35.080 (@ladolic beverages);

@D AS 29.35.120 (post adit);

@) AS 29.35.131 (enhanced 911 system);

@) AS 29.35.145 (regulation of firecams);

3 AS 29.35.160 (education);

(D) AS 20.35.170(b) (assessment and ocollection of taes);

() AS 29.35.180(b) (lad use regulation);

@) AS 29.35.250 (cities inside boroughs);

(@) AS 29.35.260 (cities outside boroughs);

(@) AS 29.35.340 (acquisition of areawide powner);

(A) AS 29.35.500 — 2O".FH.t"0 (hazardous materials and westes);

(4D AS -20.40.160@) — € --ke to vacated arees);

@).AS 29.40.200 (subdivisions of state la);

43 AS 29.45.010 — 29.45.570 (property taxes); 1

@D AS 0.456.68X0),- @, ©, and ) (xles and use ©&);

(@) AS 29.45.700(d) (=ales and use t&X);

(46) AS 29.47.200(b) (security for bonds);

47 AS 29.47.260 (costruction);

@) AS 29.60.0650(a) (limitation on computation and use of pay-
ment);

(@) AS 29.60.120(a) and © (state aid for health fecilities and hos-
prals);

&) AS 29.65 (gereral grant lad);

GD AS 29.71.040 (procurement preference for state agricultural
and fisheries prodcts);

&) AS 29.71.050 (procurement preference lor regycled Alaska
products). 8 6 ch 74 SLA 1985; am 8 1,2 ch 38 SLA 1986; am 5 6 ch
70 SLA 1986; am 8§ 12 ch 80 SLA 1986; am § 3 ch 108 SLA 1986; am
8§ 49ch 14 SLA 1987; am 8§ 1ch 30 SLA 1988; am § 2ch 63 SLA 1988;
am 8 1ch 64 SLA 1983; am 8§ 3 ch 57 SLA 1998; am 8§ 5¢ch 74 SLA
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sales tax paid and the amount of the use tax levied by the borough.
This subsection applies to.a sales tax levied in any taxing jurisdiction
whether inside or outside the state. _

() If the assembly charges interest on sales taxes not paid when
due, the rate of interest may not exceed 15 percent a year on the
delinquent taxes and shall be charged from the due date until paid in
I_ull. his subsection applies to home rule and general law municipali-
jes.

(®) A borough may provide for the creation, recording, and notice of
a lien on real or personal property to secure the payment ofa sales and
use tax, and the interest, penalties, and administration costs in the
event of delinquency. When recorded, the sales tax lien has priority
over all other liens except (1) liens for property taxes and special
assessments; (2) liens that were i)erfected before the recording of the
sales tax lien for amounts actually advanced hefore the recording of
the sales tax lien; (:’2 mechanics’ and materialmen’s lien$ for which
claims of lien under AS 34.35.070 or notices of right to lien under AS
34.35.064 have been recorded before the recording of the sales tax
{!en. This subsection applies to home rule and general law municipali-
jes.

(QA borough may not Iev¥ and collect a sales tax on a purchase
made with (2) food coupons, food stamps, or other type of certificate
issued under 7 U.S.C. 2011 — 2025 (Food Stamp Act); or (2) food
instruments, food vouchers, or other type of certificate issued under 42
U.S.C. 1786 (Special Supplemental Food Program for Women, Infants,
and Children). .This subsection applies to home rule and general law
municipalities.

[Repealed, 82 ch 159 SLA 1990.]

A borough may not levy or collect a sa .as tax cn sales, rents, and
services, or a use tax on the storage, use, or consumption of personal
prO{Jerty on the following- activities: _ S

(D) the sale, lease, rental, storage, consumption, or distribution in
this state of or the provision of services relating to an orbital space
facility, space propulsion system, or space vehicle, satellite, or station
oﬁﬂy kind possessing space flight capacity, including the components
of them;

(2 the sale, lease, rental, storage, consumption, or use of tangible
personal property placed on or used aboard an orbital space facility,
space propulsion system, or space vehicle, satellite, or station of any
kind, regardless of whether, the tangible personal property is returned
to this state for subsequent use, storage, or consumption; an exemp-
tion under this paragraph is not affected by the failure of a launch to
occur, or the destruction of a launch vehicle or a component of a
launch vehicle. §§ 12¢ch 74 SLA 1985; am 8§ 3 4ch 38 SLA 1986; am
§ 1ch 20 SLA 1987; am. § 2ch 30 SLA 1988; am 8§ 1, 2 ch 96 SLA
1989; am 8§ 1, 2 ch 159 SLA 1990; am 8 4, 5ch 88 SLA 1991)
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NOTES TO DECISIONS

Citys imposition of higher property
tax mill rate on oil and gas invalid. —
City™s imposition of a higher property tax
mill rate on all and gas property than on
other property in the aity, far the purpose
of paying the aost of providing ail sill
prevention and response srvices, was in-

valid, because the tax violated AS
43.56.010(b), which gecifically prohibits
a municipal tax rate higher than that
which goplies 1o "'other property taxable
by the municipality.” City of Valdez v.
State, Dep tof Community & Regional Af-
fairs, 793 P.2d 532 (Alaska 1990).

Sec. 2945590. Limited property taxin%- power for second
class cities. A second class city may by referendum levy property
taxes as provided for first class cities. However, levy by a second class
city may not exceed one-half of one percent of the assessed value of the
propergy taxed, except that the limit does not apply to a levy necessary
to avoid a default upon payment ofgrmmpal and interest of bonded or
other indehtedness that is secured dya pledge to levy ad valorem or
%%%5 taxes without limit to meet debt payments. (8 12 ch 74 SLA

Sec. 2945.600. Combining property tax with incorporation of
a second class city. A petition for second class city incorporation
may request that a property tax proposal be placed on the same ballot.
The petition must state the proposed tax rate. The petition may re-
quest that_l_ncorForatlon be dependent on the passage of the property
tax pr(_),oosmon. fso, the incorporation proposition fails if the property
tax fails. (§ 12 ch .74 SLA 1985)

Article 4. Borough Sales and Use Tax.

Section
630. Combining salesand use taxwith in-
corporation of a borough

Section

650. Sales and use tax

680. Notice of sales and use tax

6701 Referendum, adoption, and modifica-
o

Sec. 2945.650. Sales and use tax. (8) Except as ﬁrovided in AS
04.21.010(c) and in (f) and (h) of this section, a borough may levy and
collect a sales tax on sales, rents, and on services provided in the
borough. The sales tax may apply to any or all of these sources. Ex-
emptions may be granted bY ordinance. _

) A horough levying a sales tax may also by ordinance levy a use
tax on the storage, use, or consumption of tangible personal property
in the borou?h. he use tax rate must equal the sales tax rate and the
use tax shall be levied only on buyers. _

(c% A person who furnishes proof, in the form required by the bor-
ough tax collector, that the Berson has paid a sales tax on the source
on which a use tax is levied by the borough is required to pay the use
tax only to the extent of the difference between the amount of the

161



HOUSE COMMITTEE REPORT

ga)te Referred: January 27, 1994 ] FURTHER REFERRALEI: | Finance
Date of Committee Action: *LIZEI-£i/

The STATE AFFAIRS Committee considered: HB 406
HOUSE BILL NO. 406 NO MUNICIPAL SALES TAXES ON AIR CARRIERS

"An Act relating to municipal sales and use taxes involving air carriers; and providing for an effective date."

RECOMMENDATIONS: | ] the same title
be replaced with | 1a new ftitle

J have attached amendments(s)
X] do pass

] do not pass
] no recommendations
] individual recommendations

| additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(S): @ap APPROVES PREVIOUS: @i
[ 1fiscal impact [ ] fiscal note(s)

fX] zero fiscal note fal) , C*iEA [ ] zero fiscal note(s)
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ate Referred: March 11, 1994

Date of Committee Acdon:

IOUSE COMMITTEE REPi
FURTHER REFERRALS:
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The FINANCE Committee considered:

HOUSE BILL NO. 407

A

407.

COMMEMORATIVE GOLD RUSH LICENSE PLATES

"An Act relating to issuance of commemorative gold rush motor vehicle license plates.

RECOMMENDATIONS:
be replaced with

[ ] have attached amendments(s)
[ do pass

[ ] do not pass

[ ] no recommendations

[ ] individual recommendations
[ ] additional referral to the

3

the same title
a new title

Committee

ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(S):  qa# APPROVES PREVIOUS: @D
| [yQ fiscal impacF5P "> [*!/ fiscal note(s)
[ ] zero fiscal note [ ] zero fiscal note(s)
SIGNING DO PASS . _ DP QTHER RECOMMENDATIONS cwe WP AM
grz V. D __m—.
JJu r~r.—v%rm> "
a / \Aj
u-'* y
Q\ e.v
/ \ / /
0 z / \Yv™ cyZ cx.0JtT “*

/0. .J3J1S87

CHAIRMAN'S SIGNATURE
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HOUSE BILL NO. 407

IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE -SECOND SESSION
BY REPRESENTATIVE FOSTER

Inbroduoed:  1/27/4
Referred: State Affairs, Finance

A BILL
FOR AN ACT ENTITLED
"An Act relating to issuance of commemorative gold rush motor vehicle license

plates."

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

* Section 1. AS 28.10.181 is amended by adding a new subsection to read:

(S) Special request gold rush commemorative plates. The department shall
issue registration plates commemorating the gold rush period in the state upon
application by the owner of a passenger vehicle, noncommercial van or pick-up truck, .
or motor home. The commissioner shall determine the design and color of gold rush
commemorative plates.

HBO407a - HB 407
Kew Text Underlined [DELETED TEXT BRACKETED]



FISCAL NOTE

STATE OF ALASKA BILL NO: CSHB 407(FIN)
1994 LEGISLATIVE SESSION

Revision Date: Dept. Affected: Public Safety

Title:  An Act relating to issuance of commemorative  BRU: Motor Vehicles

gold rush....vehicle license plates. Component: Field Services

Sponsor: Rep. Foster
Requestor:  H. FIN COMPONENT SERIAL NO. so2

EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)
OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY 00

PERSONAL SERVICES 5.4 0 0 0 0 0
TRAVEL

CONTRACTUAL 10.0 0 0 0
SUPPLIES

EQUIPMENT

LAND £ STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 15.4 0 0 0 0 0
CAPITAL EXPENDITURES

CHANGE IN REVENUES (1005) 30.0 0 0 0 0

Revenue coce
FUNDING: (Thousands of Do 1ARS

1002 Federal Receipts

1003 GF Match

1004 GF

IJ(QQe&;ipt(:;sF/Program 15.4 0 0

1006 GF/MHTIA
Other

TOTAL L1 0 0
ESTIMATE OF CURRENT YEAR (FY 94) IMPACT: ?

FULL-TIME
PART-TIME
TEMPORARY

ontractual costs are associated with the design, ordering and purchase of 1000 special request license plates

Phone : 465-2650

Motor Vehicles Date:  03/15/94

Approved by Commissioner: “Date: 03/15/94

of Public Safety

Agency: Richar™ uTdurtom.Daept.
PREPARER TO PROVIDE ALL DISTRSBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office Page 1 of 1



Alaska House of Representatives

RichardFoster During Session

e Nlacks s0762-1620 B R 0801180
, - uneau, Alaska -

R7-443-503%

Fax 907-443-2162 %ﬁ%ggﬂﬁ
MEMORANDUM
TO: Rep. Ron Larson, Co-Chair

Rep. Eileen MacLean, Co-Chair
House Finance Committee

FROM: Rep. Richard Foster
RE: Scheduling CSHB 407
DATE: March 10, 1994

| would appreciate it if the House Finance Committee could schedule
CSHB 407 for a hearing.

This bill would provide for the issuance of a commemorative gold
rush motor vehicle license plate as a part of the Gold Rush
Centennial celebration.

I am including a fiscal note and the sponsor's statement. If you have
any questions, please contact my office.

Thank you for considering this request.

el Ak e e s SR S i S o e, kb, i



SPONSOR'S STATEMENT

CSHB 407 would provide for the issuance of a special gold rush
commemorative motor vehicle license plate. The Gold Rush
Centennial Celebration and Commemoration Committee in Nome
originally suggested that they would be interested in having a
special commemorative license plate for the centennial. They
contacted the Department of Motor Vehicles and were informed that
the license plate design is in statute and that legislation would be
necessary before a commemorative plate could be authorized.

Since the introduction of HB 407 others have expressed an interest
in the legislation.

I know that there is often opposition to changing the design of motor
vehicle license plates. However specially designed Centennial
license plates have proved to be quite popular in other states. The
gold rush is a significant bench mark in Alaskan history. It marks
the beginning of development in the interior of Alaska and it brought
the territory to the attention of the United States and the rest of
the world.



FISCAL NOTE

STATE OF ALASKA BILL NO: CSHB 407 (STA)

1994 LEGISLATIVE SESSION

Revision D ate: Dept. Affected: Public Safety
Title:  An Act relating to issuance of commemorative BRU: Motor Vehicles
add rush....vehicle I.cense plates... Component; Field Services
Sponsor: Representative Foster

Requestor:  H.STA. COMPONENT SERIAL NO. 502
EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)

OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY 00
PERSONAL SERVICES 6.0 12.1 6.0 6.0 6.0
TRAVEL
CONTRACTUAL 39.0 78.0 39.0 39.0 39.0
SUPPLIES ;

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS

TOTAL OPERATING 45.0 90.1 45.0 45.0 45.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (10051 67.5 135.0 67.5 67.5 67.5
Ravtnue Cod*

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
&gggp?sF/Program 45.0 90.1 45.0 45.0 45.0

1006 GF/MHTIA

Other

TOTAL 45.0 90.1 45.0 45.0 45.0
Estimate of current year (FY 94) impact: 5
POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)
See attached:

Prepared By: Juanita M. Hensley Phone:  465-2650
Division: Motor Vehicles / Date:  3/7/94
Approved by Commissioner: — Date: S
Agency: RicharcLt*Burton. Dept, of Public Safety
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNORS LEGISLATIVE OFHCE
RO For further distribution information call the Governor's Legislative Office Pap 1'd 2



Fiscal Note Analysis
CSHB 407(STA)
Page 2 of 2

This bill amends current law by allowing the Department of Public Safety design a new
license plate dewcu_ng the commemoration of the gold rush era of Alaska’s history. This
new design of the license plate will replace the existing general issue plate of blue and gold.

Effective January 1, 1996, the department will start issuing this plate but only after current
supply of the blue and gold plates have heen depleted.

It is anticipated 25% of the present vehicle owners will want to replace their current plates.
The resulting fiscal impact will be in purchasing 25% more license plates. Personal services
costs are for over-time so the division would be able to handle those individual’s who wish to
replace their current plates.

This bill has an effective date of January 1, 199.

gu8rr(e)ntly replacement plate costs run approximately, $312.3 a year, 25% of that costs is
78.0.

The first years cost is for a 6 month period from January 1, 1996. 12.5% or $39.0
increase in replacement plates are anticipated the first year. The second year costs is for a
full year and results in an increase of 25% or $78.0 in replacement plate costs. Over-time
costs is for 6 months for the first year for 225 hours @$27.00 an hour and the second year
450 hours @$27.00 an hour.  It'is anticipated after the first and second years of replacing
individual’s plates with the new design plate the request for replacement plates costs will
taper off to 12.5% a year. Over-time costs will be the same as FY96.
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IncorporatedApril 9,1901 Nome "93 Commicte
£0. Bok 231

flpmt, :lEasta 99762
TtCtvfionc. (907) 445-5242
07) 443-5349

November 2, 1993

Representative Richard Foster
Alaska State Legislature
State Capitol Building
Juneau, Alaska 99801-1132

Hi Richard:

As part of the Gold Rush Centennial celebration and commemoration 1 had written to
Jay Dulaney, Director of Motor Vehicles Division regarding the issuance of a license
plate for the years including 1998 which would be special in design as the enclosed

letter indicates.

He called me mid-October to inform me license plates took legislative action and
authority and advised 1 should contact you and/or Al to make our wishes known and
to seek your assistance in accomplishing this task.

I personally like the gold seeker in gold, on a dark blue State of Alaska background
with a white (or light blue) plate. The DMV could offer the "plain-Jane” plates as
we now know them (blue and gold numbers and letters) and additionally could offer
these commemorative license plates at a higher fee, thus raising additional monies
to be either transferred to the Centennial Task Force or to be used by the DWwW.

Let me know what you think, and thanks for your help.

Your friend,

v Cussy,



IncorporatedAprid9j 1901

September 10, 1993 (P.O. (Box.231
Vigmt, Alaska 99 762

"TeCipfumt (907) 443-"242

fax. (907) 443-3349

State of Alaska

Department of Motor Vehicles
5700 S. Tudor Road
Anchorage, Alaska 99507

Attn: Mr. Jay Dulany
Director of Motor Vehicles

Dear Sir:

Perhaps you have, heard of the Gold Rush Centennial Task Force which has
been organizing in various communities and on a state wide level in an
effort to celebrateland commemorate the discovery of gold in Alaska.

The Nome contingent of the Centennial Task Force would like to suggest:
the DWV design a license plate for Alaskans for these coming years of
either the gold seeker, 'perhaps a gold pan crossed withoa pick and shovel,
perhaps the seal, of the..City of Nome as you. see on our letterhead, or
even the Pioneers of Alaska great insignia of the crossed showshoes!

Some communities’, gold rush, activities are- planned earlier than 1998
to coincide with their gold discoveries, so the sooner you hand our
suggestions to your plate designer or artist the better!

| can b? reached during the dqy at 443-5242 to offer help or suggestions.
Remember.-... NOME!;,... the place to be in '98!

Sincerely,

enc Seeker design
Pioneers of Alaska design
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Date Referred: January 27, 1994 FURTHER REFERRALS: Finance
Date of Committee Action: ~

The STATE AFFAIRS Committee considered HB 407
HOUSE BILL NO. 407 COMMEMORATIVE GOLD RUSH LICENSE PLATES

"An Act relating to issuance of commemorative gold rush motor vehicle license plates."

RECOMMENDATIONS:
be replaced with ¢ SHS vit 1 CHIA)

J have attached amendments(s)
| do pass

J do not pass

'] no recommendations

] individual recommendations

the same title
a new title

| additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(S):  (poep) APPROVES PREVIOUS: (gl
[vj fiscal impact M \* fAF'fy. [ ] fiscal note(s)
f 1 zero fiscal note [ ] zero fiscalnote(s)
SIGNING DO PASS DP OTHER RECOMMENDATIONS DNP NR  AM
GL- tX
X

CHAIRMAN'S 21M & VRE









HOUSE COMMITTEE REPORT

U
{)a?e Referred: March 4, 1994 FURTHER REFERRALS:
Date of Committee Action<3 \o” 5+ °i 7
The FINANCE Committee considered: HB 409
HOUSE BILL NO. 409 AFDC DEMO PROJECT AND DECREASE

"An Act relating to the maximum amount of assistance that may be granted under the adult public assistance
program and the program of aid to families with dependent children; pr_oposnga special demonstration project
within the program of aid to families with dependent children and directing the Department of Health and Social
Services to seek waivers from the federal government to implement the project; and providing for an effective

date."
RECOMMENDATIONS: [ _ fAUhe same title
be replaced with C HO°\ (M ™ | | ]anew title
[ Jhave attached amendments(s)
VO do pass

[ ] do not pass
[ ] no recommendations
[ ] individual recommendations

[ ] additional referral to the Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s):  (Oy) APPROVES PREVIOUS: IHDE)
<] fiscal impact™'#* \\ *S§*S AT fiscal noteTs"T) M 'h'h A ‘A
f Jzero fiscal note | ] zero fiscal note(s)

DP  OTHER RECOMMENDATIONS

CHAIRMAN'S SIGNATURE



OPERATING EXPENDITURES

AFDC Payments - Project
Higihillity Determination
PA Administration

PA Data Processing
Alaska Work Programs
Child Care Berefits
Medical Assistance

Gross Project Cost

Less Federal Receipts for
Project Costs

Net Project Cost

Less Ratable Reduction
GF/GF Match Savings

Net GF Budget Impact

RATABLE REDUCTION SAVKV GS

AFDC -GF Match
APA -GF
Total GF

AFDC -Federal Receipts

AFDC/APA - I/A Receipts
(PFD Hold Harmless)

FY95

0.0
0.0
200.1
631.4
0.0
0.0
0.0
831.5
@2.3)

509.2
(€29.5)

(320.3)

(G26.7)
(302.8)
(829.5»
(526.6)
(1.3

COST/SAVINGS ANALYSIS

CSHB 409 (FIN)
Prepared by the Department of Health and Social Services

Division of Public Assistance

March 23. 1994

FY96

(200-5)
757.6
291.4
549.1
250.6
578.3

7.5
2.209.0
(346.5)

1,862.5
Q,742.2)

120.3

(1,106.4)
(635.8)
Q,742.2)
(1,106.4)
(263.3)

FYo7

(1,915.8)
693.7
408.7
228.9
307.0

1,360.8
G337 9
751.1
124.4)

626.7
(1,829.4)

@a.,202.7)

(1,161.8)
(667.6)
(1,829.4)
(1,161.8)
(276.5)

FYo8

(2,523.7)
693.7
408.7
228.9
307.0

1,360.8
(559.6)
&2
(124.4)

(208.6)
(1,920.8)

(2,129.4)

(1,219.9)
(700-9)
(1,920.8)
(1,219.9)
(0.9

FY99

(3,105.4)
690.1
306.4
228.9
163.3
680.4

(5.9

,546.2)

ax.9H

(1,685.6;
(2,016.7)

(3,702.3)

(1,280.7)
(736.0)
(2,016.7)
(1,280.7)
(34.8)

TOTAL

7,745.4)
2/635.1
1,615.3
1,867.2
1.027.9
3,980.3

(1,419.2)
2,161.2

(1,057.0)

1 5V
(8,338.6)

“.234.4)

(5,2%5.5)
3,043.1)
(8,338.6)
(5,2%5.4)
(1,260-3)
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Rs'fision Date: ~ 2113/0*

FISCAL NOTE

DPA#1
BILL NO. ¢s hb*® cpin;

Dept. Affected: Health and Social Scrvicce

Title: An Act Sropoajpg a apecial demonitration

project oithinthc AP
Sponsar. Hanlcr

C program -

project com

BRUI

COfiiPOnent:

Requestor:

Expenditures/Revenues:
OPERATING

PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND &STRUCTURES
GRANTS, CLAIMS

MISCELLANEQUS
TOTAL OPERATING

CAPITAL EXPENDITURES
CHANGES IN REVENUES

FUND SOURCE
1002 Fedleral Rece|pts
1003 GF Match

1004 GF

1005 GF/P|r_ngram Receipts
1006 GF

1007 /ARcpts.

TOTAL

POSITIONS:
FULL-TIME

PART-TIME
TEMPORARY

Estimate of current year (FY94) impact:

ANALYSIS:

Houn~Finance

FY95 FY96
0.0 0.
0.0 0.
0.0 0.
0.0 0.
0.0 0
0.0 0.
0.0 (200
0.0 0
0.0 (200,
0.0 0

0
0.0 0.
0.0 0.
0.0 0.
0.0 0
0.0 0
)
0.0 (200,
0
0
0
NONE

(Attach a separate page if necessary)
This legislation impacts the AFDC program in several ways.

Aniitance Paymenti

APDC

COMPONENT SERTALNC:
(Thousands of Dollars&
FI97 8

FY
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
b (L9158)  (2,523.7)
0 0.0 0.0
5)  (1,915.8)  (2,523.7)
0 0.0 0.0
0 0 0
(Thousands of Dollars)
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
5 {1.915.8 52.523.7
5 (1.915.8)  (2.523.7
01 0 0!
01 0 ol
01 0 01

0220

F

(

(3.105.

Y99

o Poroooooo

31

o
S

oU"o
—

The bill makes certain

changes in AFDC eligibility provisions for purposes of operating a demonstration
project. The demonstration project includes an increase in the AFDC earned income
disregard from the current time-limited disregard of $30 and one third of the remainder
to $200 plus one third of the remainder for 24 months.

Prepared by:  Jan L, Hansen. Director
Division: Diviaion of Public Aaalatnncc

Approved by Commissioner; Mar
Agency: Department of Health

i

Social Scrwcea

juirty’

Phone;

465 268
Date

FY00

YO A K EdS<y(OTM : DteA/nd [
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ANALYSIS (cont.):

The demonstration also includes a waiver of the AFDC Unemployed Parent "100-hour
rule” and increases the total amount of equity in vehicles a family may own. These
modified requirements apply only to AFDC families living in the project area defined in
the Hhill.

The hill also establishes requirements for AFDC recipients in the demonstration project
to participate in workfare activities for 21 hours per week. Individuals who are required
to participate in workfare are subject to fiscal sanction if they do not comply with the
requirement.

Assumptions:
Basis of project:

Federal approval is secured to operate an AFDC demonstration ,oroject under the
authority of section 1115 (a) of the Social Security Act, including all of the provisions
of this bill.

Project is operational from January 1, 1996 through December 31, 1998.

The project area includes the Municipality of Anchorage, the Matanuska Susitna
Borough, the Fairbanks North Star Borough, and the North Slope Borough. 65% of
AFDC families in Anchorage, Mat-Su, and Fairbanks are included in project experimental
group, 35% in control group. Control group members participate under normal AFDC
rules. 100% of recipients in the North Slope Borough project site are included in the
experimental group.

Federal financial participation is available only for total project costs which do not
exceed baseline costs of operating the AFDC program without the demonstration
project.

Cost and Savings:
Savings Assumptions:

The increased earned income disregards, waiver of the 100-hour rule, and the workfare
requirement will cause the number of AFDC recipients who are working to increase over
the course of the project. We project that the following numbers of recipients will
become employed as a result of the demonstration provisions: 488 in FY 96, 347 more
in FY 97, and 56 more in FY 98. At the end of the three-year demonstration, a total
of 891 recipients who would not otherwise be employed are expected to be receiving
regular earnings.
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ANALYSIS (conl.):

The average monthly eamings of AFDC recipient families in the project area as of
September 1993 are as follos:

AFDC-Basic AFDC-UP
Anchorage $547.49 $541.03
Mat-Su Borough $450.21 $431.92
Fairbanks North Star Borough $474.67 $484.92
North Slope Borough $281.17 $551.66

We assume that the eamings of recipietts in the project area will be at these leels,
adjusted by 2.5 percent per year to account for inflation.

The berefit costs for these newly working recipieits will decrease becairs treir
eamings will reduce treir AFDC grant amounts. The total savings because of such
berefit reductions s projected at about $8.6 million over the three-year term of the
demonstration.

These program modifications are also expected to cause some fanilies which would
otherwise remain on AFDC t leave the rdlls each year during the project: 26 n FY 96,
62 INFY 97, 51 inFY 98, and 31 more in FY 99. This reduction in the caseload B
expected 10 generate a tolal savings of about $3.5 millin over the tem of the
demonstration.

Sanction peralties for failure to participate inworkfare will also generate savings. We
assume that 3 percent of the total number of families subject to workfare would be
subject o sanction each month. Most cases required to participate would be AFDC
Unemployed Parent cases where both parents woulld be required to participate. The
average sanction pcase Bprojected at $350.00 per month.

After the demonstration project ends, we project a reduction inthe number of recipients
who are working as a result of the demonstration. The decrease inthe earmed income
disregards will cause some individuals to leave work. Other individuals will leave work
to awoid becoming ireligible because of the reinposition of the unemployed parent 100-
hour rule. Inthe last 6 months of FY 99, we project that the average monthly number
of working recipiets willl decrease by 359.
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ANALYSIS (cont.):

Savings Calaulations:

AFDC BENEFIT SAVINGS

FY95 FY96 FY97 FYo8 FY99 FYOO
$200 + 1/3
Eamed Income 0 (769.0) (2582.2) (28X5.6) (447.0) (482.9)
Disregard & 100-
Hour Rule
Clients off AFDC 0 (@9.5 @(24.7) 212.5) (@472.5) @472.5)
(ft persons) 0 26 88 139 170 170
Workfare
Sanction 0 4“2 @mwsH AnH (8.2 0
Peralties
Total Gross 0 (932.7) (3483.3) (@214.5) (4007.7) (2955.4)
Savings
Cost Assumptions:

AFDC recipients who are already working will receive increased berefits because the
amount of the existing earmed income disregard increases from 4 months at $30 + 1/3
of the remainder and 8 months at $30 t 2 years at $200 + 1/3 of the remainder.

AFDC berefits to recipients who go towork as a result of the increased disregards will
cost more than they would under the existing rules. These increased costs are partially
offset by the savings generated through grant reductions and terminations. Those
savings are accounted for above.

Approximately 1104 families in the project area have at leest one member who B
working now. We project that the same proportion of the caseload, or 1267 families,
will have a working member at the beginning of the project in January 1996. We
expect that the proportion of working families would remain constant in the absence
of the waiver provisions, with the baseline number of working fanilies increasing as the
caseload increases.

We project that an additioal 488 recipients will go to work inFY 96 as a result of the
policy waivers, that an additioal 347 will go o work InFY 97, and an additioal 56
in FY 98.
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ANALYSIS (cont.):

On average, cases receiving normal $30 and one third of remainder disregard receive
2 months per year of 1/3 of remainder disregard and 6 months per year of $30
disregard.

On average, cases receiving extended $200 and one third of remainder disregard under
demonstration waiver receive the Ul disregard for 8 months of each year.

Cost Calaulations:

AFDC BENEFIT COSTS

$200 + 1/3 EARNINGS DISREGARD

FY95 FY96 FY97 FYos FY99 FYOO
Recipients
Already 1200 1267 1348 1434 1520 1605
Working
Additional
Working 0 488 335 891 445 0
Recipients
Total Working
Recipients in 1200 1755 2183 2324 1965 1605
project area
Total AFDC
Berefit Costs 0 732.2 1567.5 1690.8 902.3 0

Automobi le value allowance Increase:

Federal law currently allomi exclusion of the first $1500 of the equity of one wehicle.
Remaining equity is goplied toward the $1000 maximum asset limit. This Wl provides
for goplication of a federal waiver in the project area to increase the vehicle equity
exclusion t $5000 and allow itto be gplied to any number of vehicles necessary for
specific purposes.

We project that the vehicle provision will result in an average of 15 additional families
per month being eligible for AFDC berefits over the period of the demonstration. An
equal number of families i expected, as a result of their improved transportation
resources, to eam enough to leave the AFDC rollks each month during the course of the
demonstration.

The berefit costs are expected to be offsst by berefit savings. No net change in
program costs s anticipated as a result of the vehicle value provision.
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ANALYSIS (cont.):

Net AFDC Savinas produced by HB 400:

TOTAL AFDC BENEFIT COSTS AND SAVINGS

FY95 FY96 FY97 FY98 FY99 FYOO
Gross Savings 0.0 (932.7) (3483.3) (4214.5) (4007.7) (2955.4)
Gross Costs 0 732.2 1567.5 1690.8 902.3 0
Net Berefit
Savings 0.0 (20.5 (@915.8) (2523.7) (3105.4) (2955.4)
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