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Subsection (h) makes clear that former employees are entitled to the .tame treatment
as current employees.

Sec. 39.55.020 requires the employee to notify the employer of the claim against the
employee and make a good faith effort to cooperate in the defense and resolution of the claim
or action. If the employer is providing or has been asked to provide a legal defense,
subsection (b) prohibits the employee from settling the claim unless the employer approves.
Subsection (c) permits the public employer to settle claims or actions without the employee's
consent so long as the settlement resolves all the outstanding claims against the employee.

Sec 39 55.030 sets out the employee's rights when the employer refuses to provide
a legal defense. Under subsection (b), the employee may file an action for declaratory relief
to secure legal defense from the employer. Subsection (c) addresses what happens if the
employee settles the claim. Subsection (d) gives the employee one year after prevailing in a
declaratory reliefaction against the employer or the entry of final judgment or dismissal in the
underlying action to secure indemnification.

Sec. 39.55.040 addresses how the employer may provide a legal defense for an
employee without promising to indemnify the employee if a judgment is entered against the
employee.

Sec. 39.55.100 defines terms used in the chapter, including "employee,
and "settlement.”

employer,"

Section 2 provides that the Act does not modify existing collective bargaining
agreements.

Section 3 limits the Act to claims arising on or after the date on which it takes effect.

TC.klb
95-038.klb
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Sponsor Statement
HB 120 Indemnification of Public Employees

House Bill 120 Indemnification of Public Employees, amends Alaska
Statute Title 39 Public Officers and Employees by adding a new chapter.
This chapter would require public employers, including municipalities, to
provide legal defense and reimburse employees’ losses for actions that
occurred during the scope of their employment.

However, public employeers would not be required to
compensate an employees’ actions that involve gross negligence,
intentional or wilful misconduct. In addition, the employer would also be

excused from defending or indemnifying when the case involves a
disciplinary, administrative or a criminal matter brought against the
employee.

The implementation of this legislation is already common practice
and most municipalities now indemnify their employees for actions or
omissions taken during the course and scope of their employment. Such
indemnificaton is included within most, if not ail, collective bargaining
agreements. In fact, the Attorney General for the State of Alaska,
Municipality of Anchorage, Association of Chiefs of Police and Anchorage
Municipal League support this legislation.

In brief, House Bill 120 Indemnification of Public Employees
provides the following:

o codifies existing common practice
o0 reasonable protection for employers
o0 requires the employee to keep the employer informed and to
cooperate in the legal defense
o equal treatment of all types of employees
Employees of the University of Alaska, municipal school districts and
REAA’s are now provided this protection (AS 14.12.090).
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To: Representative Brian Porter
liigMEedcutive Director
Date: February 8, 1995

Re: HB 120

The Alaska Municipal League supported HB 277 which is substantially the same as HB

120.

HB 120 clearly defines the standard approach to handling defense and indemnification of
employees by outlining the rights and responsibilities of both employers and employees.
The benefit of this proposed statute is adding clarity for both parties, especially when

such situations occur infrequently.

The AML supports the passage of HB 120

Member of lhe National League of Cities and the National Association of Counties
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AMENDMENT

OFFERED IN THE LOUSE BY REPRESENTATIVE BROWN
TO: HB 120

Page 5, line 5, after "state,":

Insen "including the executive, legislative, and judicial branches of state government,”
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February 6, 1995 PO 90* IIOXO-DIUONO COURTHOui

JUNEAU. ALASKA 995110300

PHONE. (907) 465-3600
FAX: (907)*65 9735

The Honorable Brian Porter
Alaska House of Representatives
State Capitol, Room 118

Juneau, AK 99801

Re: KB 120 - Defense and
Indemnification of Public Employees

Dear Representative Porter: y x

b _

This letter is in response to your staff"s verbal request

for a legal review of HB 120, a bill relating to defense and

indemnification of current and former public employees by public

employers. This bill is identical to last year®9 CSHB 277 (Jud),

with the exception of the effective date provisions in sections 2
and 3 of HB 120.

The Department of Law finds no legal problems with the
bill. We believe the bill will establish d workable, codified
defense and indemnification policy for public employees who are not
otherwise covered by legal defense and indemnification provisions
in a collective bargaining agreement.

If you have any questions about specific aspects of the

bill, please do not hesitate to contact me or Brad Thompson, the
Gtate"s director of risk management.

Very truly yours,

BRUCE M. BOTELHO
ATTORNEY GENERAL

By:
T>usan D. Cox
Assistant Attorney General

SDC:pch

cc: Brad Thompson

i*m"ted un'rcyttcdMen uy CO
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Telephone: (907)

AnChOrai Rick MyxCrom. Mayor

OFFICE OF THE MUNICIPAL ATTORNEY

January 25, 19S5

Representative Brian Porter
Alaska State Legislature
State Capitol, Room 118
Juneau, Alaska 99801-1182

Re:  HB 120 Regarding Defense and Indemnification of
Public Employees and Former Public Employees with Respect
to Claims Arising Out of Conduct Within the Course and Scope
of Employment

Dear Representative Porter:

Last legislative session the Municipal Attorney’s Office endorsed HB 277 relating to
defense and indemnification of public employees for claims arising from actions taken
in the course and scope of their duties. HB 277 from last session, like HB 120 in the
first session of the 19th Legislature, would provide clarity regarding the relationship
between the employer and the employee when actions of a public employee in the
discharge of their duties result in litigation.

The Bill does not propose procedures which are different in nature to those which the
Municipality of Anchorage currently pursues. The Bill does, however, provide the
benefit of a clear statement of rights and responsibilities of both the employer and
the employee in those circumstances where the discharge of duties by a public
employee result in litigation. The Municipal Attorney's Office supports this concept.

The Municipal Attorney's Office has requested, and Mayor Mystrom has included, a
legislative position statement asking for changes such as those set forth in HB 120
to be included in the Municipality of Anchorage’s official legislative requests. |
anticipate that the Anchorage Assembly will concur and the official municipal



Representative Porter
January 25, 1995
Page 2 of 2

endorsement will follow. For the present, on behalf of the Anchorage Municipal
Attorneys office | urge passage of HB 120,

Sincerely,

]
Municipal Attorney

cc.  Tim Rogers









STATE OF ALASKA
1996 LEGISLATIVE SESSION

Revision Date:
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FISCAL NOTE
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BILL NO. HB 120

Department Affected: Administration

Title: ‘An Act renting to public employers defending and

indemnifying public employees.1

BRU: Risk Management

Component: BMk_ManageiiMIL

Sponsor: Porter

Requestor: Sen. Rules

COMPONENT SERIAL NO. 0071

EXPENDITURES/REVENUES:
OPERATING EXPENDITURES

PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING

T
<
©

CoOoooocooo o~

o

CAPITAL EXPENDITURES

) 0.0

CHANGE IN REVENUES (

FUND SOURCE:

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

OTHER

TOTAL 0.
Estimate of any current year (FY 96) cost: SNone

POSITIONS:

O OoOoOooooo

| FULL-TIME 0
DART-TIME 0
| 'EMPORARY 0

ANALYSIS: (Attach a separate page if necessary.)

(Thousands of Dollars)

FY 98 FY 99 FYO0O
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0

0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
(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
0 0 0
0 0 0

-

<
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Cooo0oocoooookr

o

0.0

Ooocooooo

o o
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<
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o o
o

o©
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The Division of Risk Management, as a matter of policy, already practices the defense and indemnity provisions now being

committed to statute.

Prepared by: J. Brad Thompson. Director.
Division: Risk Management '

Approved by Commissioner: Mark Bover
Agency: Department of Administration

—Phone: 465-5723

a&

Date:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information, call the Governor's Legislative Office

Page. of
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STATE OF ALASKA
199 LEGISLATIVE SESSION

Revision Date:
Title: "Public employers defending and indemnifying

public employees...within scope of employment..."
Sponsor: Porter

Requestor:

EXPENDITURES/REVF.NUES:

OPERATING EXPENDITURES
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0

FY 97

CAPITAL EXPENDITURES 0

CHANGE IN REVENUES 1 ) 0

FUND SOURCE:

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

OTHER

TOTAL 0

Estimate of any current year (FY 96) cost: $ 0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY 0

o o

Approved bv Commissioner: Mark Bover
Aaencv: Department of Administration

FISCAL NOTE

BILL NO.

Department Affected: Administration
BRU: Personnel

Component: Personnel

COMPONENT SERIAL NO. _56

(Thousands of Dollars)

FY 98 FY 99 FYO0O

(Thousands of Dollars)

o o
o o
o o

A s b

I Date: O 11

HB 120

FY 01

o o

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

Rev 11/96
H\HOME\SECRETAR\FORMS\HB120KP
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IUTL.LfIICdA
FISCAL NOTE

1066 CECIALATIVE SEssion PiE O o T
Revision Date: _3/1/96 Dept. Affected: Department of Law
Title: "An Act relating to public employers defending and BRU: Civil Division
indemnifying public employees.. Component: General Legal Services
Sponsor: Representative Porter
Requester: Senate Rules Committee .COMPONENT SERIAL NO. 2087
Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 00 Fy 01 FY 02
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES

FUND SOURCE (Thousands of D.ollars)
1002 Federal Rec-jipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current yoar (FY96) cost: $ 0.0
POSITIONS
FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME

RARY

LIS (Attach a separate page if necessary)

.1l clarifies existing practice concerning the defense and indemnification of public employees involving civil
claims against those employees arising out of conduct that is within the scope of employment. Because the bill
spells out these existing practices in statute, there will be no fiscal impact.

( a N\
Prepared by: -Ri ard . Peques, Direct' Phone:. 465-3672
Division: Administrative Services rr Date: 3/1/96
Approved by Commissioner: Bruce M. Botelho, Attorney General Date: 3/1/96
Agency: Department of Law

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

(Rev 10/94) 96fisno.xIs/IDBR Page 1 of 1
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FISCAL NOTE

10 CECIALATVE sEssioN Pih o cene o

Revision Date: 3/1/96 Dept. Affected: Department of Law

Title: "An Act relating to public employers defending and BRU: Civil Division

indemnifying public employees...* Component: General Legal Services

Sponsor: Representative Porter

Requester: Senate Rules Committee COMPONENT SERIAL NO. 208?
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 00 FY 01 FT 0i
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

| CAPITAL EXPENDITURES | I | I
ICHANGE IN REVENUES ( ) | | | I |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY96) cost: $ 0.0
POSITIONS
FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME

RARY

IIS: (Attach a separate page if necessary)

ANl clarifies existing practice concerning the defense and indemnification of public employees involving civil
claims against those employees arising out of conduct that is within the scope of employment. Because the bill
spells out these existing practices in statute, there will be no fiscal impact.

Prepared by: Richard I. Pegues, Directgf . Phone:

Division: Administrative Services PTyisipr/ 717 ir-*/) / Date: 3/1/96
Approved by Commissioner: Buce W. Butdhn, Attrmey Garenall Date: 3/1/96
Agency: Department of Law

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

(Rev 10/94) 96fisno.xIs/IDBR Page 1 of 1



No."3__

FISCAL NOTE s ‘ereloa: CS H3 120 (?i:p
STATE OF ALASKA (H) Publisft Dale: 2/ 23/95

19% LEGISLATIVE SESSION

Revision D a te : Dept. Affected: Oeoartment of Law
Title: "An Act relating to public empiovers defending and BRU: Legal Services
;ndemnifvino public employees...* Component: Ocerations
Sponsor: Representative Porter

Requester: Representative Porter .COMPONENT SERIAL NO. 009:
Exoenditures/Revenues (Thousands of Dollcrs)
' OPERATING EXPENDITURES FY 96 FY 97 Cy 98 FY 99 FY 00 FY 01
i PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES
; GRANTS, CLAIMS
I MISCELLANEOUS |
| TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

: CAPITAL EXPENDITURES
CHANGE IN REVENUES

FUND SOURCE (Thousands of Dollars!
‘002 Federal Receipts

10-03 Gr Match

ICO* GF

1005 GF/Prcgram Receipts

*006 Gr/MHTIA

Oher

TOTAL 0.0 0.0 0.0 0.0

PR RPRR R

0.0

Estimate of any current year (FY95) cost: * 0.0

POSITIONS
FULL-TIME 0.0 0.0 0.0 0.01 0.0

PART-TIME | 1 1 1
TEMPORARY 1 1 ) 1

ANALYSIS: (Artach a separate page if necessary)

0.0

0.0

0.0

This bill clarifies existing practice concerning the defense and indemnification of public employees involving civil

claims against these employees arising out of conduct that is within the scope cf employment. Because the bill

spells out these existing practices in statute, there will not be a fiscal impact.

P M J 0

Prepared by: Richard I. Peoues. Diradtor . Phone: *65-3672

Division: Administrative Services Division ‘u Date:. 2/7/95
T-st Z CK .

Approved by Commissioner: Bruce M. Botelho. Anornev General Date: 2T.35

Agency: Oeoartment of Law V

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For furthor distribution information, call the Governor's Legislative Office

Pago 1 of 1



STATE OF ALASKA

FISCAL NOTE

Nc.

1995 LEGISLATIVE SESSION Bill Vetsion:,_HB 120

Revision D ate:

(H) =JClisn Oats:  2/10/95

Department Affected: Administration

Title: 'An Act relating to public employers defenjjng_and. BRU: Bisk Maoaflr,ment
indemnifying public employees ' Component: Risk Management

Sponsor: Porter

Requestor:

COMPONENT SERIAL NO. 0071

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING EXPENDITURES

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE:

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

OTHER

TOTAL

T
<
(o]
(o]
m
<
o
o

FY 97 FY 98

'I'I
<
(o]
(<]

Oooocoooooo
Ooocooocooooo
Oooocooocoooo
Oooooocooo
OCoo0oocoocoocooo

o
o
o
o
o

o
o
o
o
o
o
o
o
o
o

o
o
o
o

) 0.0 00 0.0

(Thousands of Do'lars)
0 0

OCoooooo
Oooooo
Oooooo
Ooocooooo
Ooooooo

0.

Estimate of any current year (FY 95) cost: SNone

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

o
o
o o
o
o

ANALYSIS: (Attach a separate page if necessary.)
The Division of Risk Management, as a matter of policy, already practices the defense and indemnity provisions now being

committed to statute.

Prepared by: J. Brad Thompson. Dire Phone: 465-5723
Division: Risk Management Date:
Approved by Commissioner: Mark Bover

Agency: Department of Administration Date

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

& Q m nTEE

further distribution information, call the Governor's Legislative Office
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STATE OF ALASKA
1995 LEGISLATIVE SESSION

Revision D ate:

FISCAL NOTE

Title:  'Public employers defending and indemnifying

public employees. . within scope of employment. . .

Sponsor: Porter

*

Requestor:

EXPENDITURES/REVENUES:

OPERATING FY 96
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLJES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0

CAPITAL EXPENDITURES 0

CHANGE IN REVENUES 0
FUNDING SOURCE:

FY 97

No. L_
Bill Version:

(H) Publish Date:

Department Affected: Administration

BRU: Personnel/OEEO
Component: Personnel/OEEO

COMPONENT SERIAL NO. 56

(Thousands of Dollars)

FY 98 FY 99

0 0
(Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program

1006 GF/MHT1A

OTHER

TOTAL 0

Estimate of any current year (FY 95) cost:

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

$0

ANALYSIS: (Attach a separate page if necessary.)

This bill has no

impact

mxs

Prepared by: Dianne Corso, Labor Relations Manager

Division: Personne(/OEEO

Approved by Commissioner: Mark Boyer
Agency: Department of Administration

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

to the Division of Personnel

Phone: 465-4403
Date:

Date:

For further distribution information call the Governor's Legislative Office

Rev 10/94
C ommittee

copy

FY 01
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( "ENATE COMMITTEE REPORT

DATE: 3/7/95

Judiciary Committee considered CS FOR HOUSE BILL NO. 120(FIN)

Public employers defending and indemnifying public employees and former public employees with
respect to claims arising out of conduct that is within the scope of employment.

and recommends: Senate Bill:
) | |same title
I | be replaced wiih CS J | |new title
_ House Bill:
| | adopt previous CS J f |same title
i jtechnical chance
| | attached amendment(s) [ |new: SCR*
| | adopt Letter of Intent by _ Committee
| | further referral to the Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):*
Department Date Zero Fiscal Department Date
iM - ol lat/ S'v
V
vaicv?- S J
L/wW,*V
1

( ] APPROPRIATION - no fiscal note sinclude fiscal notes uccompaning Governor’s hill









| 'USE COMMITTEE REPOF-'

(11)
Date Referred: March 20, 1995

Date of Committee Action:

The FINANCE Committee considered:

HOUSE BILL NO. 122

FURTHER REFERRALS:

HB 122

MARINE MOTOR FUEL TAX

"An Act authorizing payment of a portion of the motor fuel tax on boats and watercraft as refunds to
municipalities: and providing for an effective date."

recommends it be replaced
with the following committee substitute

] additional referral to
f | attached amendment(s)

ADOPTS:

ATTACHES NEW FISCAL NOTE(s):

|/i fiscal note(s) J

[ Jzero Fiscal note(s)

SANNGWTH FECCMVENDATIONS

ni/hA .k*"dA— X
JHIA .. —r

K w A

» >

— -]

CHAIR’S SIGNATURE

[ J the same title
VA T2S C[\W™M\ [ 1anew title

Committee

Letter of Intent

(3x) APPROVES PREVIOUS; (Dtpl/Uate)

[ ] Fiscal note(s)

[ ] zero Fiscal note(s)

P DN\ NR AV

X
N MG 1y
m,AA«. A
VCV-A-,-sc. X
X
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X
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STATE CF ALASKA
1995 LEGISLATIVE SESSION

Revision Dare:

FlSCAL NOTE BILL NOTE; CSHS 122(FIN)

Title: .Vienne Motor Fuel Tax

Sccnscr: Rep. Moses,Grussendorf. Mackie
Requester: (H) FIN

Excendltures/Revenues:

OPERATING FY 96
PERSONAL SERVICES 40.6
TRAVEL
CONTRACTUAL 4.0
SUPPLIES 1.0
EQUIPMENT 5.0
LAND & STRUCTURES
GRANTS, CLAIMS 4,924.6
MISCELLANEOUS
TOTAL OPERATING 4,975.2

CAPITAL

REVENUE FUND SOURCE: GF 4,975.2
FUNDING:

1CG32 Federcl Receipts

1003 GF McTch

1CO4GF 4,975.2
1005 GF/Prcgrcm Receipts

1CC6 GF/MHTIA

Other

TOTAL 4.975.2

POSITIONS:

FULL-TIME 1
PART-TIME

TEMPORARY

Estimate of current (FY95) impact $

ANALYSIS: CAttacn a separate page if necessary)

FY 97
42.0

3.0
1.0
0.0

4.929.2

4.975.2

4,975.2

4,975.2

4.975.2

01)

(See Attached Analysis)

Preccred by: Robert N. BcrtholcpnewTD”puty Director

Division: Income and Excise Audit /1 /j

Acoroved by Commissioner: |[/(E% wJ

Acencv: Deccrtment of Revenue

For further cistnbuflcn information call the Governor's legislative Office

9-LS0515\M

Dept. Affected: Revenue

~RU: Audit Operaltcns/ShGred Taxes
Component: Income end Excise Audit
COMPONENT SERIAL NO. 113

(Thcuscnds of Dollars)

FY 98 FY 99 FY0O0 Fy 01
43.5 45.0 46.6 46.2
3.0 3.0 3,0 3.0
1.0 1.0 10 1.0
0.0 0.0 0.0 0.0
4,927.7 4.926.2 4.924.6 4.923.0
4,975.2 4,975.2 4,975.2 4,975.2
4,975.2 4,975.2 4,975.2 4,975.2

(Tnouscnds of Dollars)

1
4.975.2 4,975,2 4,975.2 4.975.2
4,975.2 | 4,975.2 4.975.2 4,975.2
1 1 1 1
Phene: 465-2320
[ DcTe: 4/28/95
Dcre: 4/28/95

-CU
PREPARER TO PROVIDE ALL CISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

Page 1 of 5



DEPARTMENT OF REVENUE

CSHB 122 (FIN)
9-LS0515\M
April 28, 1995
Page 2 of 3

Bill Analysis

Sections 1 and 2 of this bill would amend motor fuel tax statutes (AS 43.40) by effectively
increasing the motor fuel tax rate on marine fuel by 3e per gallon (from 5e to 8c per gallon)
through repeal of subsections which authorize a separate tax rate for marine motor fuel at the

lesser rate.

Section 3 would provide for sharing the 3e per gallon tax increase to municipalities. Under
this section, Department of Revenue would share 37.5% (3c divided by 8c) of marine fuel tax
revenue with municipalities subject to appropriation by the legislature. The balance of marine
fuel tax revenue not shared (5c portion) may be appropriated for water and harbor facilities.

Section 4 would require that revenue from the 3c portion of the tax less the amount required
to be expended for collection of the tax be shared to municipalities in which marine fuel taxes
were collected. Taxes would be shared with municipalities in which the final sale or transfer
occurred. This section provides for a phase-in of shared amounts for boroughs which
incorporate after the effective date of the bill. This section requires that marine fuel resellers
report sales or transfers of marine fuel which is sold in or transferred to a location other than
where the fuel v/as purchased or stored.

Section 5 provides for an effective date of July 1, 1995 for this bill.

Operating Costs

This bill would add new reporting requirements for motor fuel taxpayers (qualified dealers) by
requiring them to report marine fuel sales by location. Qualified dealers report each month
their motor fuel activity on a statewide basis and do not report the locations of their motor fuel
sales. Location information would be required for the Department to share taxes to

municipalities.

This bill may cause new reporting requirements by persons other than qualified dealers, such
as fuel resellers, if they resell fuel in a location different from where they purchased it.
Resellers do not currently report to the Department because motor fuel taxes attributable to
their fuel purchases are covered under their qualified dealer's motor fuel return.

This bill would require that the Department data capture the additional information reported on
monthly returns filed by qualified dealers and resellers. Reports from resellers will cause
additional workload because the Department will have to track movement of fuel to different
locations and make accounting adjustments to records of each of the affected municipalities.
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This bill would require an additional position, Accounting Technician |, Range 12 located in
Juneau, to process returns and account for marine fuel tax information by municipality. The
position would be responsible for verifying that the tax was collected, compiling tax data by
municipality, reconciling tax revenue and issuing warrants to municipalities at the end of each
fiscal year. Since this would be a new filing requirement for distributors and resellers,
additional funds would be needed in FY 96 to inform them and print forms. There would be a
one-time cost in FY 96 for computer equipment and furniture for the new position.

The Department would share revenue collected from the 3c tax rate increase less the amount
required to be expended for collection of the tax. This amount is reflected as an operating
cost under "Grants, Claims".

Revenue

Based on FY 94 consumption data, the 3¢ per gallon marine fuel tax increase under this bill
would generate $4,975.2, calculated as follows.

FY 94 Taxable CSHB 122 ( ) Current Rate Revenue
*% Gallons (84 per Gallon) (5<tper Gallon) ' Increase
165,340,000 S13,267,200 $8,292,000 34,975,200

Under this bill, the revenue increase less amounts required to be expended for collection of
the tax would be shared to municipalities. The amount to be shared to municipalities is
reflected as an operating cost under "Grants, Claims" in this fiscal note.
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SPONSOR STATEMENT

Committee Substitute House Bill 122

*IMIONI

STATE CAPITOL BUILDING #204
JUNEAU. ALASKA 93801-1182
PHONE: 1907) 465-4451

FAX: (907) 465-3445

INTEHIMI

716 W. ATHAVE. #630
ANCHORAGE. ALASKA 39501-2133
PHONE: (907) 258-8167

-AX: (907)258-3468

An Act authorizing payment of a portion of the motor fuel tax on boats and

watercraft as refunds to municipalities.

Committee Substitute for House Bill 122 accomplishes the following:

1. Increases the marine fuel tax from $.05 to $.08 per gallon.

2. Shares $.03 back to the municipalities where the marine fuel is sold.

3. Keeps the revenue generated from the $.05 tax in the general fund.

4 Has a fiscal note of @ $40,000 to add an Accounting Technician in
Revenue.

The intent of Committee Substitute House Bill 122 is to increase the
marine fuel tax and provide a distribution mechanism for $.03 of the tax to be
shared back to the communities where marine fuels are sold. This money is
designated for "water and harbor facilities".

CSHB 122 would provide some assistance to local governments for
additional development of docks and harbors and for the maintenance and
development of existing public facilities.
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217 Second Street, Suite 200 mJuneau. Alaska 99801»Tel (907)586-1325. Fax (907)463-5480

March 16, 1995

TO:

FROM:

RE: House Bill 122 - Payment of a portion of the motor fuel tax on
boats and watercraft as refunds to municipalities

The Alaska Municipal League is writing in support of HB 122, which would
provide a portion of the motor fuel taxes collected by the state to be refunded
to municipalities.

The statute now requires a substantial part of the state-collected aviation fuel
taxes be refunded to any municipality operating an airport where the fuel
taxes were collected. Similarly, the tax proceeds from marine fuels should be
refunded to each municipality which bears the burden.

Under the Transportation Section of the Alaska Municipal League's 1995
Policy Statement, this issue is addressed as follows:

"The League supports amendment ofthe statute on marinefuel taxes (AS
43.40) so that marinefuel taxes collected in any municipality which the state
has required to take over responsibilityfor harbor and dock expenses, or
where the municipality holds existing responsibilitiesfor these expenses,
must be refunded to that municipality. "

If you have any questions, please feel free to call me at 586-1325.

11 -fgitiaa a a riftla iia afll



March 17, 1995

Representative Carl E. Moses
State Capital Building
Juneau, Alaska 99801-1182

Attn: Cheryl Sutton Sent via FAX: 465-3445
Original Letter Mailed

RE: SUPPORT FOR HB 122
Dear Representative Moses:

Thank you for sponsoring HB 122, "An Act authorizing payment of a
portion of the motor fuel tax on boats and watercraft as refunds to
municipalities". The City of Valdez heartily supports passage of
this legislation and wishes to work to see it enacted this year.
Please insure that these cpmments are made part of the record for
a hearing on this bill scheduled for March 18 before the State
Affairs Committee.

As you mention in your "Sponsor Statement", harbor and port
facilities represent vital infrastructure for Alaska®s coastal
communities. As the State of Alaska seeks to diversify and
stabilize its economy the development, operation, and maintenance
of harbor and port facilities will become even more important.

Most, if not all, of the State of Alaska harbors operated by
municipalities are in disrepair due to lack of maintenance and the
inability to generate enough revenues to stay on top of maintenance

demands. I do not believe this maintenance deficit is for lack of
trying. Most harbors do generate considerable 1income from slip
rental fees and associated harbor services. But the costs of

maintaining harbor facilities is enormous, particularly in Alaska.
The brutal weather (wind and snow), the corrosive effects of a salt
water environment, and the wear from larger boats and inexperienced
boat handlers (increased sport boating/fishing) make Alaska's
harbors voraci.jus consumers of maintenance dollars. As a city
manager seeking to meet too many needs with not enough money, |1
always shutter when 1 sit down with my Harbormaster to talk about

harbor construction or maintenance projects. My "rule of thumb"
has become to figure what 1 think a project should cost and then
triple it. Even then, 1 am sometimes on the low side. Maintenance

problems also open a municipality up for liability claims fronm
falls and other accidental injury at the harbor.

P.O. BOX 307 « VALDEZ, ALASKA 99686



Representative Carl Moses
March 17, 1995

page 2

Ports and docks also suffer from the maintenance dilemma. These
facilities provide jobs and support the fishing, tourism, and
transportation industries. But damage due to weather, wear,
accident, and age also presents a maintenance challenge for tight
municipal budgets. Valdez has two docks and each has sustained
accident damage this winter. The City Has recovered some
reimbursement from one of the accidents. Damage cannot always be
attributed to a particular vessel and recovery of full
reimbursement for repairs is far from certain. It often comes down

to a cost of doing business.

The reduction of State Revenue Sharing and Municipal Assistance by

about 55% over the last ten years has taken its toll. The sharp
decline in State spending on maintenance for harbors has been felt
and can be seen all along the coast of Alaska. Ports and harbors

are local government concerns that help build and sustain a large
part of Alaska®s economy, yet the funding for providing this
important service is restricted. The only positive development 1in
meeting port and harbor maintenance needs has been the Capital
Matching Grant program.

HB 122 seeks to direct money to local governments so it can have
another source of funding for the maintenance and operation of
vital marine facilities. It is not clear to me that these shared
taxes would need to be directed to harbor and port maintenance,
however, it would be my intent to recommend to my City Council the
commitment of these dollars for that purpose even if it 1is not
required. I believe those that pay these taxes are a lot more
understanding and supportive of paying if the taxes are directed
back to develop or maintain critical marine infrastructure.

Thank you again for sponsoring this bill. I hope it is favorably
considered and enacted. I will be happy to answer any questions
you may have.

cc: Valdez Mayor John Harris
Valdez City Council Members
Senator Georgianna Lincoln
Representative Gene Kubina
Representative Jeannette James, Chair of House State Affairs
Pat Pourchot, Legislative Liaison, Governor®s Office
Kevin Ritchie, Executive Director, Alaska Municipal League
Tim Lopez, Valdez Harbormaster/Port Director
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Bill Analysis

Sections 1 and 2 of this bill would amend motor fuel tax statutes (AS 43.40) by effectively
increasing the motor fuel tax rate on marine fuel by 3¢ per gallon (from 5c to 8c per gallon)
through repeal of subsections which authorize a separate tax rate for marine motor fuel at the

lesser rate.

Section 3 would provide for passing through the 3¢ per gallon tax increase to municipalities.
Under this section, Department of Revenue would share 37.5% (3c divided by 8c) of marine
fuel tax revenue with municipalities subject to appropriation by the legislature. The balance of
marine fuel tax revenue not passed through (5c portion) may be appropriated for water and

harbor facilities.

Section 4 would require that revenue from the 3c portion of the tax less the amount required
to be expended for collection of the tax be shared to municipalities in which marine fuel taxes
were collected. Taxes would be passed to with municipalities in which the final sale or
transfer occurred. This section provides for a phase-in of passed through amounts for
boroughs which incorporate after the effective date of the bill. This section requires that
marine fuel resellers report sales or transfers of marine fuel which is sold in or transferred to a
location other than where the fuel was purchased or stored.

Section 5 provides for an effective date of July 1, 1995 for this bill.

Operating Costs

This bill would add new reporting requirements for motor fuel taxpayers (qualified dealers) by
requiring them to report marine fuel sales by location. Qualified dealers report each month
their motor fuel activity on a statewide basis and do not report the locations of their motor fuel
sales. Location information would be required for the Department to share taxes with
municipalities.

This bill may cause new reporting requirements by persons other than qualified dealers, such
as fuel resellers, if they resell fuel in a location different from where they purchased it
Resellers do not currently report to the Department because motor fuel taxes attributable to
their fuel purchases are covered under their qualified dealer's motor fuel return.

This bill would require that the Department data capture the additional information reported on
monthly returns filed by qualified dealers and resellers. Reports from resellers will cause
additional workload because the Department will have to track movement offuel to different
locations and make accounting adjustments to records of each of the affectedmunicipalities.
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This bill would require an additional position, Accounting Technician |, Range 12 located in
Juneau, to process returns and account for marine fuel tax information by municipality. The
position would be responsible for verifying that the tax was collected, compiling tax data by
municipality, reconciling tax revenue and issuing warrants to municipalities at the end of each
fiscal year. Since this would be a new filing requirement for distributors and resellers,
additional funds would be needed in FY 96 to inform them and print forms. There would be a
one-time cost in FY 96 for computer equipment and furniture for the new position.

The Department would share revenue collected from the 3c tax rate increase less the amount
required to be expended for collection of the tax. This amount is reflected as an operating
cost under 'Grants, Claims". The initial sharing would take place in FY97 for revenues
collected in FY96.

Revenue

Based on FY 94 consumption data, the 3c per gallon marine fuel tax increase under this bill
would generate $4,975.2, calculated as follows.

hbhiismmmm&bhmba g g 1]

165,840,000 $13,267,200 $8,292,000 $4,975,200

Under this bill, the revenue increase less amounts required to be expended for collection of
the tax would be shared to municipalities. The amount to be shared to municipalities is
reflected as an operating cost under "Grants, Claims* in this fiscal note.
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AMENDMENT
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OFFERED IN THE SENATE BY SENATOR SHARP
TO: CSHB 122(FIN)

1 Page 2, line 30:

2 Delete "for water and harbor facilities"

3 Insert "for

4 (A) water and harbor facilities that are

5 (M municipally owned and operated: or

6 (if) state facilities, other than facilities of the Alaska
7 marine highway system, and that become municipally owned and
8 operated water and harbor facilities bv transfer from the state:
9 appropriations mav be made for the purpose of pavine these
10 refunds to a municipality oniv after transfer of all state water and
u harbor facilities in the municipality from the state to the
12 municipality; or

13 (B1 new or expanded water and harbor facilities to be
14 constructed bv a municipality, but only if the municipality has presented
15 to the commissioner of transportation and public facilities a plan for the
16 construction of new or expanded facilities in the municipality, and the
17 commissioner of transportation and public facilities finds, and certifies to
18 the commissioner of revenue, that the making of the refund payment
19 under this subparagraph will materially assist the municipality in
20 planning, designing, constructing, and operating the new or expanded
21 water and harbor facilities;"
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CS FOR HOUSE BILL NO. 122(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:  4/28/95
Referred: Rules

SpoBSor(s): REPRESENTATIVES MOSES, Grussendorf, Mackie
A BILL

FOR AN ACT ENTITLED
"An Act imposing a reporting requirement on certain sales, transfers, and
consumption or uses of motor fuel, increasing the motor fuel tax on motor fuel
used in and on watercraft, and authorizing payment of a portion of that tax as

refunds to municipalities; and providing for an effective date.”

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

* Section 1. AS 43.40.010(a) is amended to read:
(@)There is levied a tax of eight cents a gallon on all motor fuel sold or
otherwisetransferredwithin the state, except that
(1) the tax on aviation gasoline is four and seven-tenths cents a gallon;
and
(2) [THE TAX ON MOTOR FUEL USED IN AND ON
WATERCRAFT OF ALL DESCRIPTIONS IS FIVE CENTS A GALLON; AND

(3)] the tax on all aviation fuel other than gasoline is three and two-

tenths cents a gallon.

HB0122c -1- CSHB 122(FIN)
New Text: Underlined [DELETED TEXT BRACKETEDJ
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* Sec. 2. AS 43.40.010(b) is amended to read:
(b) There is levied a tax of eight cents a gallon on all motor fuel consumed
by a user, except that
(1) the tax on aviation gasoline consumed is four and seven-tenths cents
a gallon; and
(2) [THE TAX ON MOTOR FUEL USED IN AND ON
WATERCRAFT OF ALL DESCRIPTIONS IS FIVE CENTS A GALLON; AND
(3)] the tax on all aviation fuel other than gasoline is three and two-
tenths cents a gallon.
* Sec. 3. AS 43.40.010(c) is amended to read:

(c) Every dealer who sells or otherwise transfers motor fuel in the state shall
collect the tax at the time of sale, and remit the total tax collected, together with the
tax return reauired bv AS 43.40.075, during each calendar month of each vear to the
department by the last day of each succeeding month. Every user shall likewise remit
the tax accrued on motor fuel actually used bv the user during each month, together
with the tax return reauired bv AS 43.40.075. If the monthly tax remittance and
return are [IS] timely Filed, one percent of the total monthly tax due, limited to a
maximum of $100, may be deducted and retained to cover the expense of accounting
and filing the monthly tax remittance and return. [AT THE TIME THE
REMITTANCE IS MADE, EACH DEALER OR USER SHALL SUBMIT A
STATEMENT TO THE DEPARTMENT SHOWING ALL FUEL WHICH THE
DEALER OR USER HAS DISTRIBUTED OR USED DURING THE MONTH.]

* Sec. 4. AS 43.40.010(f) is amended to read:

(f) The proceeds from the revenue from the tax on motor fuel used in or on
[BOATS AND] watercraft of all descriptions shall be deposited in a special watercraft
fuel tax account in the general fund. The legislature may appropriate from this
account as follows:

(1) an amount eaual to 37.5 percent of the proceeds from the
revenue from the tax mav be appropriated for the purpose of paving refunds to
municipalities under AS 43.40.150 for water and harbor facilities; and

(2) the balance of the proceeds from the revenue from the tax mav

CSHB 122(FIN) -2- HB0122c
New Text Underlined tDELETED TEXT BRACKETED1



be appropriated for water and harbor facilities.
* Sec. 5. AS 43.40 is amended by adding a new section to read:

Sec. 43.40.075. TAX RETURN FILING REQUIREMENTS, (a) A person
subject to the motor fuel tax shall file a return, made under penalty of unsworn
falsification, on a form prescribed by the department, reporting

(1) motor fuel sold, transferred, and used in the state by category
defined by the department; and

(2) sales, transfers, and uses of motor fuel that are exempt from
taxation under this chapter.

(b) The motor fuel tax return must show the type of motor fuel sold,
transferred, or used, the nature of any exemption, to whom exempt fuel was sold or
transferred, and other information required on the form.

(c) The return, including all required schedules, documentation, and reports,
shall be filed with the tax remitted by the deadline for remittance of the motor fuel tax
established in AS 43.40.010(c).

* Sec. 6. AS 43.40 is amended by adding a new section to read:
ARTICLE 2. WATERCRAFT FUEL TAX REFUNDS TO MUNICIPALITIES.

Sec. 43.40.150. REFUNDS TO MUNICIPALITIES, (a) Except as provided
in (b) of this section, the commissioner shall pay from appropriations under
AS 43.40.010(f)(1)

(1) to each unified municipality and to each city located in the
unorganized borough the tax revenue collected in the municipality from taxes levied
on motor fuel used in and on watercraft of all descriptions under this chapter that is
deposited in the special watercraft fuel tax account and is allocable under
AS 43.40.010(f)(1);

(2) to each city located within a borough 50 percent of the amount of
tax revenue collected in the city from taxes levied on motor fuel used in and on
watercraft of all descriptions under this chapter that is deposited in the special
watercraft fuel tax account and is allocable under AS 43.40.010(f)(1); and

(3) to each borough

(A) the tax revenue collected in the area of the borough outside

HB0122c -3- CSHB 122(FIN)
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cities from taxes levied on motor fuel used in and on watercraft of all
descriptions under this chapter that is deposited in the special watercraft fuel
tax account and is allocable under AS 43.40.010(f)(1); and
(B) 50 percent of the amount of tax revenue collected in cities
located within the borough from taxes levied on motor fuel used in and on
watercraft of all descriptions under this chapter that is deposited in the special
watercraft fuel tax account and is allocable under AS 43.40.010(f)(1).
(b) Notwithstanding the provisions of (a)(2) and (a)(3)(B) of tins section, the
commissioner shall pay
(1) to each city that is located in a borough incorporated after the
effective date of this Act the following percentages of the tax revenue collected in the
city from taxes levied on motor fuel used in and on watercraft of all descriptions under
this chapter that is deposited in the special watercraft fuel tax account and is allocable
under AS 43.40.010(0(1):
(A) 90 percent of the taxes collected during the calendar year
in which the borough is incorporated;
(B) 80 percent of the taxes collected during the first calendar
year after the calendar year in which the borough is incorporated;
(C) 70 percent of the taxes collected during the second calendai
year after the calendar year in which the borough is incorporated; and
(D) 60 percent of the taxes collected during the third calendar
year after the calendar year in which the borough is incorporated; and
(2) to each borough that is incorporated after the effective date of this
Act the following percentages of the tax revenue collected in the cities located within
the borough from taxes levied on motor fuel used in and on watercraft of all
descriptions under this chapter that is deposited in the special watercraft fuel tax
account and is allocable under AS 43.40.010(f)(1):
(A) 10 percent of the taxes collected during the calendar year
in which the borough is incorporated;
(B) 20 percent of the taxes collected during the first calendar

year after the calendar year in which the borough is incorporated;

CSHB 122(FIN) -4- HB0122e
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(C) 30 percent of the taxes collected during the second calendar
year after the calendar year in which the borough is incorporated; and

(D) 40 percent of the taxes collected during the third calendar
year after the calendar year in which the borough is incorporated.

(c) Notwithstanding the provisions of (b) of this section, a city may adopt an
ordinance to transfer a portion of the funds received under (b)(1) of this section to the
borough in which the city is located.

(d) If a person sells or transfers motor fuel used in or on a watercraft of any
description, in addition to the information required on the tax return filed under
AS 43.40.075,

(1) the person must report the location in which the motor fuel was first
sold or transferred; and

(2) if the sale or transfer occurred within a municipality other than the
municipality in which the motor fuel was purchased or stored, the person shall submit
to the department a statement disclosing the motor fuel sales or transfers that the
person made during the preceding calendar month outside the municipality in which
the motor fuel was purchased or stored.

(e) In this section, "tax revenue collected,” as used with reference to a
municipality, means the revenue derived from the tax levied on motor fuel used in and
on watercraft of all descriptions under this chapter that is collected in the municipality

in which the final sale or transfer occurred.

* Sec. 7. This Act takes effect July 1, 1995.

HB0122c -5- CSHB 122CFIN)
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SENATE FINANCE

COMMITTEE ' D 9-L.S0515\0.3
Amendment Number.— 1— t- 1
o .
Bill N tr /Jr.n5| /-7 76&-/ =) Chenoweth
SponsonjA~SL Date: £Z/7TAS SnaK
Logged In By :------
OFFERED IN THE SENATE BY SENATOR SHARP

TO: CSHB 122(FIN)

Page 2, line 30:
Delete "for water and harbor facilities”
Insert "for
(A) water and harbor facilities that are
(i) municipally owned and operated: or

fii) state facilities, other than facilities of the Alaska
marine highway system, and that become municipally owned and
operated water and harbor facilities bv transfer from the state:
appropriations mav be made for the purpose of paving these
refunds to a municipality only after transfer of all state water and
harbor facilities in the municipality from the state to the

municipality: or
(B) new or expanded water and harbor facilities to be
constructed bv a municipality, but only if the municipality has presented
to the commissioner of transportation and public facilities a plan for the
construction of new or expanded facilities in the municipality, and the
commissioner of transportation and public facilities finds, and certifies to
the commissioner of revenue, that the making of the refund payment
under this subparagraph will materially assist the municipality in
planning, designing, constructing, and operating the new or expanded

water and harbor facilities:"
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J .‘a W TONY KNOWLES, GOVERNOR
DEPARTMENT OF REVENUE INCOVE AND EXCISEAUDIT
P.0. BOX 110420

JUNEAU. AK 93911-0420
FAX:  (@0)465-237S

May 11, 1995
Representative Carl Moses
Attn: Cheryl Sutton
State Capitol #204
Juneau, Alaska 99801

Dear Representative Moses:

The following information is provided in regards to your questions on maine fuel tax and HB
i22.

1) Should the Department of Revenue (DOR) be required to conduct annual audits on each
municipality to assure that marine fuel proceeds, shared with them, are spent on boat harbors
and related activities?

DOR does not currently perform audits of municipal expenditures nor do we have staff
available. The state currently has numerous programs that share funds back to local
governments. Most are not the responsibility of DOR. It may be more effective for the stale
auditors, Legislative Audit, to perform this function.

2) Should all "heavy fuels" be taxed at $.01 to S.015 per gallon versus the current tax of $.05
per gallon up to state collections of $205,000 then revert to a net tax rate of $.01 per gallon?

DOR does not have sufficient data to assess the impact of such a change. To date very little
“"residual fuel oil" sales have been reported. Currently HB 122 does not increase the net tax
liability on residual fuel oil. More tax may be required to be paid up front and thus larger
refunds once the $205,000 threshold is exceeded. This response is based on the assumption
that the term "heavy fuels" is the same a3 the term “residual fuel oil" used in HB 453, passed
last year?

3) Why do qualified fuel dealers have to pay tax for fuel sales even when they were unable to
collect the tax from the consumer?

Current statute and regulations have placed the tax liability on a fuel dealer. This is an
effective and efficient method of tax collection. It is true that the risk of uncollectible debts
rests with the dealers, but they may be in the best position to make decisions on customers
eligible for credit sales.

Please call if you have additional questions.

Sincerely

Robert N. Bartholomew

04.Q5LH
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Petro N\m™u e Sew \ces
A HARBOR ENTERPRISES COMPANY

P.O. Box 389 « Seward, Alaska 99684 « (907) 224-3190
TELEFAX COVER PAGE

FROM: SEWARD TELEFAX NO. 907-224-3937 DATE.. May. U, 1995

PLEASE DELIVER THE FOLLOWING PAGES TO:

NAME: SENATOR RICK HALFORD

FIRM: SENATE/FINANCE CO-CHAIR
CITY: JUNEAU, AX

FAX # — (907) 465-4923

RE:  HE_-122

TOTAL NUMBER OF PAGES INCLUDING THIS PAGE:___ 21

COMMENTS: I UNDERSTAND HB-122 1S CURRENTLY IN THE -SENATE
FINANCE COMMITTEE. IN THAT I HAVE JUST RECENTLY BECOME
AWARE OF THIS BILL. 1 RESPECTFULLY REQUEST THAT THIS PIECE
QF LEGISLATION BE HELD OVER. THUS AFFORDING ALL INTERESTED
AND. AEFECIED PARTIES AN OPPORTUNITY TQ PROVIDE FURTHER INPUT

QN HE-121 MYL-CFINCERNS AS A PETROLEUM MARKETER HEREWITH

FOLLOWS. I APPRECIATE YOUR CONSIDERATION. X1U

HARI SeST
BY: D, R. LINDSFY

PLEASE NOTIFY US IMMEDIATELY IF YOU DO NOT RECEIVE ALL PAGES

OPERATOR: T&IVHY at 907-224-3190
gy ok

Corporate Telefax Numbers
DUTCH HARBOR ......ccccooeuuee. 907-581-1431........ KQDIAK ... 907-438-6833
ANCHORAGE ... " cccoooiieieines 907-258-Z362  NIKISKL...oooovoviieeiricrcirieireenen, 907778-8088
SEATTLE oot 206-283-0075  HOMER........coooiuiriirireee e 907-235-5539
SOLDOTNA ..o 907-262-7100

A Pioneer Afeatan Company Specializing in Petrdeun Marketing to the Marine Induary.



N

MAY 11 *"55 03:E8PM HARBOR ENT. SEWARD 90?7 224 3937

PETRO MARINI SERVICES

Pitnltum Marketing o Marin# Induthy

DATE: May 11, 1995
TO: Ray Gillespie / C
FROM: D.R. Lindsey
SUBJECT: Proposed HB 122
My cott™"sp.with™HB
1. Thusfar there rfae been NO quantifiable proof that

increasing the Marine Fuel Tax from $0.05 to $0.08 per gallon is
necessary.

2. Has any thought been given to theState sharing the
currant $0.05 per gallon Marine Fuel Tax with the various
municipalities?

3. In the event the increase is passed by the legislature 1|
feel the State Department of Revenue/Audit Division should conduct
an annual audit on each municipality for the specific purpose of
verifying that every dollar collected and disbursed is 3pent on
marina related projects, i.e. boat harbors, floats, docks etc. and
not used as a means for curing their budget shortfalls.

4, Thought needs to be given to the fact that there ia NO
Marixie Fuel Tux 1in the State of Washington; thus the price
disparity in Alaska will increase bv $0.03 ner gallon to
approximately $0.16 per gallon on average.

5.1rrespective of the $205,000 cap on bunker/residual fuel,

im the fact is this increase in tax further exacerbates the problem by i

X

increasing the tax on a low value fuel. Accordingly, there should
be a tax of $0.01 to $0,015 per gallon on all heavy fuels and drop /
*h9 cap. This should be made a part of the Bill.

6. In many instances this tax increase provides municipal
owned docks a competitive advantage over private owned docks some
of which are in direct competition with public owned facilities.
In essence, marine fuel dealers will be charged with collecting a
tax that will subsidize and compete with their own docks and fuel
floats.

7. Under existing statute fuel distributors are required to
remit tha appropriate tax on ALL sales even thoae with whom we have
bean unable to collect from. Thua by increasing the tax by $0.03
all fuel dealers will have their liability on uncollectible sales
increased accordingly. This is patently unfair!
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3. All vessels which wuse public owned and operated
facilities already pay for berthing, wharfage, fuel thruput fees,
freight tonnage tariffs, etc. all of which are in addition to the
$0.05 per gallon marine fuel tax. |If marine fuel tax la defined as
a "user tax* it appears to me that that the tax as a whole

represents double taxation,

I have thusfar held back on organizing opposition to HB 122.
Given time | believe | could effectively "killl this Bill in its
present form. Out of respect for you and Carl 1 will not do
anything until 1 hear from you bowh on my aforementioned concerns.

P.S. "What is the status of this bill as of today?

PITHOM JM 1 SUfICIS
Prtitileum Mbricrg to I Merir Indry
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Bill Analysis

Sections 1 and 2 of this bill would amend motor fuel tax statutes (AS 43.40) by effectively
increasing the motor fuel tax rate on marine fuel by 3% per gallon (from 5c to 8c per gallon)
through repeal of subsections which authorize a separate tax rate for marine motor fuel at the

lesser rate.

Section 3 would provide for sharing the 3C per gallon tax increase to municipalities. Under
this section, Department of Revenue would share 37.5% (3C divided by 8C) of marine fuel tax
revenue with municipalities subject to appropriation by the legislature. The balance of marine
fuel tax revenue not shared (5C portion) may be appropriated for water and harbor facilities.

Section 4 would require that revenue from the 3C portion of the tax less the amount required
to be expended for collection of the tax be shared to municipalities in which marine fuel taxes
were collected. Taxes would be shared with municipalities in which the final sale or transfer
occurred. This section provides for a phase-in of shared amounts for boroughs which
incorporate after the effective date of the bill. This section requires that marine fuel resellers
report sales or transfers of marine fuel which is sold in or transferred to a location other than
where the fuel was purchased or stored.

Section 5 provides for an effective date of July 1, 1995 for this bill.

Operating Costs

This bill would add new reporting requirements for motor fuel taxpayers (qualified dealers) by
requiring them to report marine fuel sales by location. Qualified dealers report each month
their motor fuel activity on a statewide basis and do not report the locations of their motor fuel
sales. Location information would be required for the Department to share taxes to
municipalities.

This bill may cause new reporting requirements by persons other than qualified dealers, such
as fuel resellers, if they resell fuel in a location different from where they purchased it.
Resellers do not currently report to the Department because motor fuel taxes attributable to
their fuel purchases are covered under their qualified dealer's motor fuel return.

This bill would require that the Department data capture the additional information reported on
monthly returns filed by qualified dealers and resellers. Reports from resellers will cause
additional workload because the Department will have to track movement of fuel to different
locations and make accounting adjustments to records of each of the affected municipalities.

Page 2 of 3
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This bill would require an additional position, Accounting Technician |, Range 12 located in
Juneau, to process returns and account for marine fuel tax information by municipality. The
position would be responsible for verifying that the tax was collected, compiling tax data by
municipality, reconciling tax revenue and issuing warrants to municipalities at the end of each
fiscal year. Since this would be a new filing requirement for distributors and resellers,
additional funds would be needed in FY 96 to inform them and print forms. There would be a
one-time cost in FY 96 for computer equipment and furniture for the new position.

The Department would share revenue collected from the 3c tax rate increase less the amount
required to be expended for collection of the tax. This amount is reflected as an operating
cost under "Grams, Claims".

Revenue

Based on FY 94 consumption data, the 3c per gallon marine fuel tax increase under this bill
would generate $4,975.2, calculated as follows.

fesdTaxahte* . , o+, . AGurentRats;

per GaQo*)" M i S [
165,840,000 $13,267,200 $8,292,000 $4,975,200

Under this bill, the revenue increase less amounts required to be expended for collection of
the tax would be shared to municipalities. The amount to be shared to municipalities is
reflected as an operating cost under "Grants, Claims" in this fiscal note.

Page 3 of

3
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Bill Analysis

Sections 1 and 2 or this bill would amend motor fuel tax statutes (AS 43.40) by effectively
increasing the motor fuel tax rate on marine fuel by 30 per gallon (from 50 to 80 per gallon)
through repeal of subsections which authorize a separate tax rate for marine motor fuel at the
lesser rate.

Section 3 would provide for sharing the 30 per gallon tax increase to municipalities. Under
this section, Department of Revenue would share 37.5% (30 divided by 80) of marine fuel tax
revenue with municipalities subject to appropriation by the legislature. The balance of marine
fuel tax revenue not shared (50 portion) may be appropriated for water and harbor facilities.

Section 4 would require that revenue from the 30 portion of the tax be shared to municipalities
in which marine fuel taxes were collected. Taxes would be shared with municipalities in which
the final sale or transfer occurred. This section provides for a phase-in of shared amounts for
boroughs which incorporate after the effective date of the bill. This section requires that
marine fuel resellers report sales or transfers of marine fuel which is sold in or transferred to a
location other than where the fuel was purchased or stored.

Section 5 provides for an effective date of July 1, 1995 for this bill.

Operating Costs

This bill would add new reporting requirements for motor fuel taxpayers (qualified dealers) by
requiring them to report marine fuel sales by location. Qualified dealers report each month
their motor fuel activity on a statewide basis and do not report the locations of their motor fuel
sales. Location information would be required for the Department to share taxes to
municipalities.

This bill may cause new reporting requirements by persons other than qualified dealers, such
as fuel resellers, if they resell fuel in a location different from where they purchased it.
Resellers do not currently report to the Department because motor fuel taxes attributable to
their fuel purchases are covered under their qualified dealer’s motor fuel return.

This bill would require that the Department data capture the additional information reported on
monthly returns filed by qualified dealers and resellers. Reports from resellers will cause
additional workload because the Department will have to track movement of fuel to different
locations and make accounting adjustments to records of each of the affected municipalities.
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This bill would require an additional position, Accounting Technician |, Range 12 located in
Juneau, to process returns and account for marine fuel tax information by municipality. The
position would be responsible for verifying that the tax was collected, compiling tax data by
municipality, reconciling tax revenue and issuing warrants to municipalities at the end of each
fiscal year. Since this would be a new filing requirement for distributors and resellers,
additional funds would be needed in FY 96 to inform them and print forms. There would be a
one-time cost in FY 96 for computer equipment and furniture for the new position.

The Department would share revenue collected from the 30 tax rate increase as calculated
below. Accordingly, $4,975.2 would be shared to municipalities under this bill. This amount
is reflected as an operating cost under "Grants, Claims".

Revenue

Based on FY 94 consumption data, the 3p per gallon marine fuel tax increase under this bill
would generate $4,975.2, calculated as follows.

SV .
CSHB 122( ) Revenue
H U M (84 per Gallon)* S 3 © Increase
165,840,000 $13,267,200 $8,292,000 $4,975,200

Under this bill, the revenue increase above would be shared to municipalities. The amount to
be shared to municipalities is reflected as an operating cost under "Grants, Claims" in this

fiscal note.
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Bill Analysis

Sections 1 and 2 of this bill would amend motor fuel tax statutes (AS 43.40) by effectively
increasing the motor fuel tax rate on marine fuel by 30 per gallon (from 50 to 80 per gallon)
through repeal of subsections which authorize a separate tax rate for marine motor fuel at the

lesser rate.

Section 3 would provide for sharing the 30 per gallon tax increase to municipalities. Under
this section, Department of Revenue would share 37.5% (30 divided by 80) of marine fuel tax
revenue with municipalities subject to appropriation by the legislature. The balance of marine
fuel tax revenue not shared (50 portion) may be appropriated for water and harbor facilities.

Section 4 would require that revenue from the 30 portion of the tax less the amount required
to be expended for collection of the tax be shared to municipalities in which marine fuel taxes
were collected. Taxes would be shared with municipalities in which the final sale or transfer
occurred. This section provides for a phase-in of shared amounts for boroughs which
incorporate after the effective date of the bill. This section requires that marine fuel resellers
report sales or transfers of marine fuel which is sold in or transferred to a location other than
where the fuel was purchased or stored.

Section 5 provides for an effective date of July 1, 1995 for this bill.

Operating Costs

This bill would add new reporting requirements for motor fuel taxpayers (qualified dealers) by
requiring them to report marine fuel sales by location. Qualified dealers report each month
their motor fuel activity on a statewide basis and do not report the locations of their motor fuel
sales. Location information would be required for the Department to share taxes to
municipalities.

This bill may cause new reporting requirements by persons other than qualified dealers, such
as fuel resellers, if they resell fuel in a location different from where they purchased it.
Resellers do not currently report to the Department because motor fuel taxes attributable to
their fuel purchases are covered under their qualified dealer's motor fuel return.

This bill would require that the Department data capture »he additional information reported on
monthly returns filed by qualified dealers and resellers. Reports from resellers will cause
additional workload because the Department will have to track movement of fuel to different
locations and make accounting adjustments to records of each of the affected municipalities.



DEPARTMENT OF REVENUE

CSHB 122 (FIN)
9-LS0515VM
April 28, 1995
Page 3 of 3

This bill would require an additional position, Accounting Technician I, Range 12 located in
Juneau, to process returns and account for marine fuel tax information by municipality. The
position would be responsible for verifying that the tax was collected, compiling tax data by
municipality, reconciling tax revenue and issuing warrants to municipalities at the end of each
fiscal year. Since this would be a new filing requirement for distributors and resellers,
additional funds would be needed in FY 96 to inform them and print forms. There would be a
one-time cost in FY 96 for computer equipment and furniture for the new position.

The Department would share revenue collected from the 30 tax rate increase less the amount
required to be expended for collection of the tax. This amount is reflected as an operating
cost under "Grants, Claims".

Revenue

Based on FY 94 consumption data, the 30 per gallon marine fuel tax increase under this bill
would generate $4,975.2, calculated as follows.

Taxable CSHB m ( ) Current Rate- Revenue
' Gallons ~(84 ptrGaBoH) (54 per Gallon) Increase ; N
165,840,000 $13,267,200 $8,292,000 $4,975,200

Under this bill, the revenue increase less amounts required to be expended for collection of
the tax would be shared to municipalities. The amount to be shared to municipalities is
reflected as an operating cost under "Grants, Claims" in this fiscal note.
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FINANCE SUBCOMMITTEES

mRANSPCRTATION AND PUSLIC FACILITIES
1ISH A GAVE MEMORANDUM RECE'VED

TO: Senator Rick Halford, Co-Chair MAY & RCO

Senate Finance Committee

FROM: Representative Carl E Moses, Chairmag” """T"
House Rules Committee

DATE: May 7, 1995

RE: Scheduling of House Bill 122

| would respectfully request the scheduling of House Bill 122 for a hearing. HB
122 raises the marine fuel tax by $.03 and shares this amount back to
municipalities where the fuel is sold, This money is to be spent for water and

harbor facilities.

The personal services costs for Revenue will be taken from the increased tax
before it is shared to municipalities and,therefore, does not decrease the
current general fund contribution from the marine fuel tax.

Thank you for considering my request.

ADAK . AKUTA'l mAMCHITXA + ATKA « ATTU « BELKCFSKI * CnEPNOFSXI « CHIGNIK « CHIGNIK LAGOON « CHIUNIK LAKE * CCLO BAY . DUTCH HARSCR
EGEGIK « FALSE PADS + IGIUGIG « ILIAMNA « IVANOF BAY « KING COVE « KING SALMON « KOKHANOK « KOKHANOK BAY « LEVELCCK « NAKNEK
NELSON LAGOCN « NEWHALEN « NIKOLSKI « NONDALTON « PEDRO BAY * PERFYVILLE ¢« PILOT POINT « PORT ALSWORTH « PORT HEIOEN « PORT MCLLER
SANO POINT « SHEMYA « SQUAW HARBOR » SOUTH NAKNEK « ST GEORGE ISLANO « ST PAUL ISLAND *« UGASHIK « UNALASKA *« UNGA



CHAIRMAN
HOUSE RULES COMMITTEE

VICE-CHAIRMAN
HC'-SE SPECIAL COMMITTEE ON PISHERIES

MEMBER
HOUSE SPECIAL COMMUTES OH
ECONOMIC DEVELOPMENT

COMMITTEE CM COMMITTEES
FINANCE SUBCOMMITTEES

TRANSPORTATION ANO P'JBL.C FACILITIES
FISH i GAME

NAlaska > fiegxslcitixre
Representative Carl E. Moses

SPONSOR STATEMENT

Committee Substitute House Bill 122

SESSION:

STATE CAPITOL BUILDING *204
JUNEAU. AUSXA 99801-1 182
PHCNE: 1907) ABS-AA5I|

FAX- (907) 465-344S

INTERIM:

716 W ATH AVE. *630
ANCHORAGE. ALASKA 39501-21,13
=HCNE. (907) 250.8167

-AX: '907) 258-3468

An Act authorizing payment of a portion of the motor fuel tax on boats and

watercraft as refunds to municipalities.

Committee Substitute for House Bill 122 accomplishes the following:

1. Increases the marine fuel tax from $.05 to $.08 per gallon.

2. Shares $.03 back to the municipalities where the marine fuel is sold.

3. Keeps the revenue generated from the $.05 tax in the general fund.

4. Has a fiscal note of @ $40,000 to add an Accounting Technician in
Revenue.

The intent of Committee Substitute House Bill 122 is to increase the
marine fuel tax and provide a distribution mechanism for $.03 of the tax to be
shared back to the communities where marine fuels are sold. This money is
designated for "water and harbor facilities".

CSHB 122 would provide some assistance to local governments for
additional development of docks and harbors and for the maintenance and
development of existing public facilities.

ADAK m AKUTAN m AMCHITKA + ATKA « ATTU « 6ELKOFSKI « CHERNOFSKI«CHIGNIK « CHIGNIK LAGOON * CHIGNIK LAKE « COLD BAY . DUTCH HARBOR
EGEGIK ¢ FALSE PASS * (Gil IGIG « ILIAMNA . iVANCr BAY ¢« KING COVE ¢« KING SALMON * KOKHANOK « KOKHANOK BAY ¢« LEVELOCK « NAKNEK
NELSON LAGOON mNEWHALEN « NIKOLSKI « NONOALTON « PEDRO BAY « PERRYVILLE * PILOT POINT « PORT ALSWORTH « PORTHEIOEN « PORT MOLLER
SAND POINT « SHEMYA « SQUAW HARBOR + SOUTH NAKNEK « ST. GEORGE ISLAND + ST. PAUL ISLAND « UGASHIK « UNALASKA « UNGA
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217 Second Street, Suite 2CO mJuneau, Alcska 99801 * Tel (907)536-1325. Fcx (907)463-5480

March 16, 1995

TO:

FROM:

RJE: House Bill 122 - Payment of a portion of the motor tiiel tax on
boats and watercraft as refunds to municipalities

The Alaska Municipal League is writing in support of HB 122, which would
provide a portion of the motor fuel taxes collected by the state to be refunded

to municipalities.

The statute now requires a substantial part of the state-collected aviation fuel
taxes be refunded to any municipality operating at airport where the fuel
taxes were collected. Similarly, the tax proceeds from marine fuels should be

refunded to each municipality which bears the burden.

Under the Transportation Section of the Alaska Municipal League's 1995
Policy Statement, this issue is addressed as follows:

"The League supports amendment ofthe statute on marinefuel taxes (AS
43.40) so that marinefuel taxes collected in any municipality which the state
has required to take over responsibilityfor harbor and dock expenses, or
where the municipality holds existing responsibilitiesfor these expenses,
must be refunded to that municipality. "

If you have any questions, please feel free to call me at 586-1325.

Member of the Notional League of Cities and the National Association of Counties



March 17, 1995

Representative Carl E. Moses
State Capital Building
Juneau, Alaska 99801-1182

Attn: Cheryl Sutton Sent via FAX: 465-3445
Original Letter Mailed

RE: SUPPORT FOR HB 122
Dear Representative Moses:

Thank you for sponsoring HB 122, "An Act authorizing payment of a
portion of the motor fuel tax on boats and watercraft as refunds to
municipalities". The City of Valdez heartily supports passage of
this legislation and wishes to work to see it enacted this year.
Please insure that these comments are made part of the record for
a hearing on this bill scheduled for March 18 before the Stare

Affairs Committee.

As you mention in your "Sponsor Statement"™, harbor and pert
facilities represent vital infrastructure for Alaska"s coastal
communities. As the State of Alaska seeks to diversify and

stabilize its economy the development, operation, and maintenance
of harbor and port Tfacilities will become even more important.

Most, i1f not all, of the State of Alaska harbors operated by
municipalities are in disrepair due to lack of maintenance and the
inability to generate enough revenues to stay on top of maintenance

demands. I do not believe this maintenance deficit is for lack of
trying. Most harbors do generate considerable 1income from slip
rental fees and associated harbor services. But the costs of

maintaining harbor facilities is enormous, particularly in Alaska.
The brutal weather (wind and snow), the corrosive effects of a salt
water environment, and the wear from larger boats and inexperienced
boat handlers (increased sport boating/fishing) make Alaska“'s

harbors voracious consumers of maintenance dollars. As a city
manager seeking to meet too many needs with not enough money, |
always shutter when | sit down with my Harbormaster to talk about
harbor construction or maintenance projects. My "rule of thumb"
has become to figure what I think a project should cost and then
triple it. Even then, 1 am sometimes on the low side. Maintenance

problems also open a municipality up for Iliability claims fronm
falls and other accidental injury at the harbor.

P.O. BOX 307 « VALDEZ, ALASKA 93686
TELEPHONE (907) 835-4313 « TELEX 25-381 « TELECOPIER (907) 835-2992



Representative Carl Moses
March 17, 1995

page 2

Ports and docks also suffer from the maintenance dilemma. These
facilities provide Jjobs and support the Ffishing, tourism, and
transportation industries. But damage due to weather, wear,
accident, and age also presents a maintenance challenge for tight
municipal budgets. Valdez has two docks and each has sustained
accident damage this winter. The City Has recovered some
reimbursement from one of the accidents. Damage cannot always be
attributed to a particular vessel and recovery of full
reimbursement for repairs is far from certain. It often comes down

to a cost of doing business.

The. reduction of State Revenue Sharing and Municipal Assistance by

about 55% over the last ten years has taken its toll. The sharp
decline in State spending on maintenance for harbors has been felt
and can be seen all along the coast of Alaska. Ports and harbors

are local government concerns that help build and sustain a large
part of Alaska®s economy, vyet the funding for providing this
important service is restricted. The only positive development in
meeting port and harbor maintenance needs has been the Capital
Matching Grant program.

HB 122 seeks to direct money to local governments so it can have
another source of funding for the maintenance and operation of
vital marine facilities. It is not clear to me that these shared
taxes would need to be directed to harbor and port maintenance,
however, it would be my intent to recommend to my City Council the
commitment of these dollars for that purpose even 1if it is not
required. I believe those that pay these taxes are a lot more
understanding and supportive of paying if the taxes are directed
back to develop or maintain critical marine infrastructure.

Thank you again for sponsoring this bill. I hope it is favorably
considered and enacted. I will be happy to answer any questions
you may have.

cc: Valdez Mayor John Harris
Valdez City Council Members
Senator Georgianna Lincoln
Representative Gene Kubina
Representative Jeannette James, Chair of House State Affairs
Pat Pourchot, Legislative Liaison, Governor"s Office
Kevin Ritchie, Executive Director, Alaska Municipal League
Tim Lopez, Valdez Harbormaster/Port Director



DATE FURTHER: Finance

Stale Affairs Committee considered CS FOR HOUSE BILL NO. 122(FIN)

Imposing a reporting requirement on certain sales, transfers, and consunroipn/br uses;of.motor
fuel, increasing the motor fuel tax; efd/ I\y
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CONCEPTUAL AMENDMENT ~

° FFE5SD | ™
TO. CSHB 122 (FIN)

Page 2, line 30. after “AS 43.40.150":

SEN~"I
COMMITTEE

Amendment Number:

Bill Number:, rr~
Sponson_£Z"r/il

L°Q9Qd In Oy* —

f X <
SHARP

_fil

| Z2-— |,

Date: 4 i /'

Insert “that own. operate, maintain under lease or have a plan

approved by the state”

>>

JL



CONCEPTUAL AMENDMENT

OFFERED IN THE SENATE
TO: CSHB 122 (FIN)

Page 2. line 30:

Delete “for"
Page 2. line 30. after “AS 43.40.150":

Insert “that own. operate, or maintain

BY SENATOR SHARP

SENATE FINANCE

COMMITTEE
Amendment Number:.

Bill Numbend + k J -L

Sponsor*uate.

L°9Sed In By: -
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(19
Date Referred: March 6, 1995 FURTHER REFERRALS:

Date of Committee Action: 7 3\ \ A
The FINANCE Committee considered: HB 124

HOUSE BILL NO. 124 BOARD OF NURSING HOME ADMINISTRATORS

"An Act extending the termination date of the Board of Nursing Home Administrators; and providing for an
effective date."”

recommends it be replaced v [ ] the same title
with the following committee substitute TV'S VvAOS \ y Fin ] [ ]anew title
[ ] additional referral to Committee

f |attached amendment(s)

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE(s)..  (Dg0 APPROVES PREVIOUS: (Depi/Dald)
| | fiscal note(s) [ ] fiscal note(s)

[ ] zero fiscal note(s) Nzero fiscal note(s)

CHAIR’S SIGNATU



FISCAL NOTE Bill Versicn: CSHB 124

STATE OF ALASKA (H) Publish Pate:?/k /og
1995 LEGISLATIVE SESSION

Revision Date: February 22. 1995 Department; Commerce and Economic Development
Title; Extending the termination date of the 8RU: Occupational Licensing

Board of Nursing Home Administrators;.... Component: Operations

Sponsor Representative Toohey

Requestor: Representative Toohey COMPONENT SERIAL #: 1844
Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FYo | FY97 FY 98 FY 99 FYO0O | FYyol
PERSONAL SERVICES 5.7] 5.7 5.7 5.7 5.7 | 5.7
TRAVEL 0.0 | 0.0 0.0 0.0 0.0 | 0.0
CONTRACTUAL 25| 25 25 25 2.5 | 25
SUPPLIES 1 1
EQUIPMENT | 1

LAND & STRUCTURES "

GRANTS, CLAIMS 1 %
MISCELLANEOUS 1 1 1

TOTAL OPERATING 821 8.2 8.2 8.2 8.2 | 8.2
CAPITAL EXPENDITURES

CHANGE IN REVENUES 191 145 19 145 | 19 | 145
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts [ | |

1003 GF Match | 1 |

1004 General Fund I I |

1005 GF/Program Receipts 8.2 | 8.2 8.2 8.2 | 8.2 | 8.2
1006 GF/MHTIA | I I I

Other | 1 | |

TOTAL 8.2 1 8.2 8.2 821 8.2 1 8.2
Estimate of any current year (FY 95) cost: $ 0.0

POSITIONS

FULL-TIME | | I |
PART-TIME | | I |
TEMPORARY I | | |

ANALYSIS: (Attach a separate page if necessary)

CSHB 124 proposes to eliminate the Board of Nursing Home Administrators and continue licensing by the department
Travel funds which allowed the board to meet have been eliminated. Licenses are presently due to expire on December
31, 1996; therefore, the revenue identified in the fiscal note assume that fees will be adjusted in FY 97 to equal costs.

Prepared by: Jennifer Strickler, Admin. O fficer™-~AL" Phone: 465-2144
Division: Occupational Licensing J2 ~ Date: 2/22/95
Approved by Commissioner William L Hensley Vr" Date:

Agency: Commerce and Economic Development

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
COMMITTEE t¥s<'Auton 'norniat'on’ A th* Governor's Legislative Office
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Lauterbach
3/16/95

OFFERED IN THE HOUSE
TO: CSHB 124CHES)

Page 1, line 3, after

Insert “clarifying the conditions under which a nursing home administrator license

may be denied;"

Page 4, after line5:
Insert a new bill section to read:
"* Sec. 5. AS 08.70.110 is amended by adding a new subsection to read:

(c) Notwithstanding other provisions of this chapter, the department may

refuse to issue a license to a person

(1) who attempts to secure the license through deceit, fraud, or

intentional misrepresentation; or

(2) for a reason for which it may impose disciplinary sanctions under

AS 08.70.155."

Renumber the followingbill sections accordingly.



Alaska State Legislature

HOUSE OF REPRESENTATIVES

(Hliciiil Business State Capitol
REPRESENTATIVE CYNTHIA TOOHEY Juneau, ak 9980!-11x2
DISTRICT 13
MEMORANDUM.
TO: Representative Toohey
FROM: Benjamin Browrftegislative Aide
IN RE: sectional analysis of CSHB 124 (HESS)
DATE: 1 March 1995

A summary, by section, of the proposed HESS Committee Substitute for House
Bill 124 follows. It ought to be noted that a sectional summary of a bill is not

to be considered generally as an authoritative interpretation of the bill - the bill
itself is the best statement of its contents.

Section 1 adds nursing home administrators to the list of professions to whom
Chapter 1of Title 8 of Alaska Statutes (‘Centralized Licensing’) applies.

SHEIQD-2 is a technical amendment that recognizes that the Board of Nursing
Home Administrators is no longer involved in licensing and regulation.

Section 3 transfers the duties and powers of the Board of Nursing Home
Administrators to the Department of Commerce, and changes references to the
Board in Section 050 of Chapter 70 of Title 8 so they refer instead to the
Department.

Section 4 transfers the legal licensing authority of the Board of Nursing
Home Administrators to the Department of Commerce, and changes references
to the Board in Section 110 of Chapter 70 of Title 8 so they refer instead to the

Department.

INTERIM ADDRESS: 716 West 4th Avenue, Suite 330, Anchorage, 99501-2133



MEMORANDUM IN RE: sectional analysis of HB 124
1 March '95, page two

Section 5 transfers legal authority to give examinations to applicants for
license as nursing home administrators from the Board of Nursing Home
Administrators to the Department of Commerce, and changes references to the
Board in Section 120 of Chapter 70 of Title 8 so they refer instead to the

Department.

Section 6 transfers legal authority to issue provisional licenses to nursing
home administrators from the Board of Nursing Home Administrators to the
Department of Commerce, and changes references to the Board in Section 130
of Chapter 70 of Title 8 so they refer instead to the Department.

Section 7 transfers legal authority to impose disciplinary sanctions on certain
nursing home administrators from the Board of Nursing Home Administrators
to the Department of Commerce, and changes references to the Board in
Section 155 of Chapter 70 of Title 8 so they refer instead to the Department.

Sections 8 and 9 change references to the Board of Nursing Home
Administrators in the definitions of “license” and “licensee,” respectively, in
Section 180 of Chapter 70 of Title 8 so they refer instead to the Department of
Commerce.

Section 10 substitutes the Department of Commerce’s activity in licensing and
regulating nursing home administrators, for the entity of the Board of Nursing
Home Administrators, in the list of boards, commission, and officers to whom
the administrative adjudication provisions of the Administrative Procedures
Act (AS 44.62.330 - 44.62.630) apply.

Section 11 repeals sections or subsections of Title 8 that establish, govern,
apply to, or otherwise refer to the Board of Nursing Home Administrators,
effectively eliminating the Board.

Section 12 continues in effect all regulations of the Board of Nursing Home
Administrators and allows regulatory references to the Board to be considered
as references to the Department of Commerce instead; allows continuance of
litigation, hearings, investigations, licenses, contract, rights, liabilities, and
obligations existing under laws amended or repealed by the bill; and, transfers
the records, equipment, and other property of the Board to the Department.

Section 13 provides for an immediate effective date.



ALASKA STATE

H ospital & Nursing Home

ASSOCIATION

March 8, 1995

Representative Mark Hanley, Co-Chair

Representative Richard Foster, Co-Chair

Finance Committee

House of Representative

Alaska State Legislature Re: Support. CSHB 124

Juneau, AK 99801 Nursing Home Administrator Board

Dear Representative Hanley & Representative Foster:

ASHNHA, representing community hospitals and nursing homes
from across Alaska support CSHB 124, allowing the sunsetting of
the Nursing Home Administrator Licensing Board and transferring
the administrator licensing responsibilities to the Division of
Occupational Licensing.

The state must license nursing home administrators to remain
eligible to participate in the Medicaid program. The Division of
Occupational Licensing may administer that function along with the
handling of disciplinary proceedings.

Having a board is an option. Nursing home administrators met
here in Juneau last month and agreed the board really wasn"t
necessary to provide the license exam and/or safeguard the public.

There are national exams utilized for licensure and the DHSS
Division on Licensing and Certification and the Senior Services
Ombudsman monitor closely the quality of care in Alaska®s long
term care Tfacilities.

Sincerely,

Harlan R. Knudson
President/CEO

319 Seward Street #11 Juneau,AK 99801 « (907) 586-1790 *Fax (907) 463-3573



§-131.700

eligibility determination for Medicaid)
or immediately thereafter \e.g.. at the
~n>oxnonce of eligibility).

(2) The agency, no leas frequently
than annually, most also prtmae writ-
ten notice ox die availability ox WTC

benefits. including the location xac
telephone number ox the local
agency or instructions for obtaining

further miormacon about the WIC pro-
gram. to ail Medicaid recipients (in-
cluding those found :0 be presume
lively eligible) wno are under age 5 or
mwho are women who night be preg-
nane. postpartum. or breastfeeding as
deacribed in paragraphs (c)(2) (i)
through (iv) ox :iua secnon.

(3) The agency muse effectively in-
form ehose individuals who are blind or
deaf or who cannoc read or underaennc
ehe English language.

(57 ?X mica. June 24, 19921

Subpert N- State Prcgrems Jor Li-
censing Nursing “Home AC-
ministrarcrs

§431.700 Basis and purpose.

This subpare implements secdons
1S03(a)(29) and 1S08 ox ehs Act whica re-
quire ehae ehe 3tace plan inciuae a
Stace program for iicensing nursing
home adrmniaeracora.

}431.701 Definition*.

Unless otherwise indicaeed. ehe fol-
lowing definitions apply for purposes of
eht* subpan;:

Agency means ehe Staca agency rs-
sponsibie for licensing individual prac-
dtloDers under ehe Scare's healing ares
licensing and

30ard” means an appoinced Stace
board established eo carry oue a State
program for iicensing adm inistrator' Of
nursing homes, in a State ehae does noc
have a healing ares licensing ace or an
agency as defined in chis secdon.

Licensed means cerciiled by a State
agency or board as meeting ail ox ehe
requirements for a licensed nursing
home admmiscracor specified in eins
subpare.

Nursing home*means any institution,
facility, or discencc pare oX a hospital
thae is licensed or formally recognised
as meeting nursing home standards es-
tablished under State law. or ehae is

i2 C55 Ch. iV (10-1-93 Edition)

determined nicer j431.704 :0 he in-
cluded under ehe requirements oX enis
subpare. The eem aoes noc induce—

(@) A Chn3Ciau Science iauacoreun
operated, or Listed ana ceremec. by ene
First Church of Christ. Scientist. Bos-
ton. Mass.; or

ft>) A distinct pare oK a hospital, n*
the hcspitai meets ehe lefimeion in
§440.20 or §440.140 ox tins suochapcer.
and ehe distinct pare ;s noc Licensee
separately or formally approved as a
nursing home by ene State even ehougn
it is designated or cereieiea as a sueiiec
nursing facility. )

Nursmg homé cdnunzs:reicr means any
person wno is m cnarge ox ehe genera:
adman3erar.on oX a nursing home
wnether or not ehe person—

(@) Eas an ownersmp interest m ene
home; or

(b) Shares eis functions and duties
with one or more ocher persons.

8431.70*2 Stace plan requirement.

A State plan must provide ehae ehe
State has a program for Licensing ac-
mamstrators oi nursing homes that
meets ehe requirements oi §8431.TC3
ehrougn 431.713 oi this suopare.

5431.703 Licensing regnxrement.

The State Licensing program must
provide ehae only *sursmg homes super-
vised by an administrator Licensed he
accordance with ehe regmrements oi
this subpare may operate he ehe Staee.

8431.704 Nursing homes designated by
ocher terms.

If a State Licensing law does not use
ehe eernn "nursing none." ehe ECFA
Administrator will determine ehe eerm
or eerms equivalent :0 "nursing home”
for purposes of applymg ehe require-
ments of this subpare. To obtain ehis
determination, ehe Medicaid agency
must submit eo ehe Regional Medicaid
Director copies of current Stace laws
ehae define institutional health care fa-
cilities for Licensing purposes.

§431.706 Licensing authority.

(@) The Stace licensing program must
provide for licensing of nursing home
administrators by—

(1) The agency designated under ehe
heading arts act oi ehe Stace: or

(2) A Stace licensing board.



Hecrtti Cere rincncing Acminisfrcrion. HHS

d) Tie State agency or board muse
pertorm the functions and duties speci-
2ea ;n 88-.31.707 icrougn 431.713 and the
boarc must meet the membership re-
quirements specineo. in 8431.706 of this

5U33XC.

j431.706 Composition  of
board.

.a) Tie board must be composed of
persons representing professions and
institutions concerned with ;he cane
ma treatment of chromcaXly ill or in-
2rm eiceriy patients. However—

;1) 4 majority of the board members
may tot be representative of a 3ingle
profession or category of institution:
and

3) Members not representative of in-
stitutions may noc have a direct 2nan-
cial interest in any nursing home.

.b) Tor purposes of thus section, nurs-
ing home administrators are consid-
ered representatives of insctucions.

licensing

8§431.707 Standards.

.a) The agency or board must de-
velop. impose, and enforce standards
mac must be met by individuals in
orcer to be licensed as a nursing home
administrator.

0>) The standards must be designed
to insure that nursing home adminis-
trators are—

(1) Of good character:

Otherwise suitable: and

13) Qualified to serve because of
naming or experience in insccucianai
administration.

8431.708 Procedures for applying

standards.

The agency or board muse develop
and apply appropriate procedures and
techniques, including examinations
and investigations, for determining if a
perron meets the licensing standards.

}31.709 Issuance and revocation of li-

cense.

Sxcept as provided in 8431,714 of this
subpare. the agency or board must—

(a) Issue licenses to perscim who
meet the agency'3 or board’s standards:
and

(b) Revoke or suspend a License if the
agency or board, determines chat the
person holding the license substan-
tially fails to meet the standards.

§431.715

§431.710 Provisional licenses.

To 2.U a posicion of nursing home ad-
ministrator that unexpectedly becomes
vacant, the agency or board may issue
one provisional license, for a single pe-
riod noc to exceed 5 months. The li-
cense may be issued to a person who
does noc neec ail of the Licensing re-
quirements established under 8431.707
but who—

(a) Is of good character and otherwise
suitable: and

(b) Meets any ocher scancans estab-
lished for provisional licensure by the
agency or board.

§431.711 Compliance with standards.

The agency or board must establish
and carry out procedures to insure that
licensed administrators comply with
the 3cancans in this subpart when
they serve as nursing home administra-

tors.

§431.712 Failure to comply with stand-
ards.
The agency or board must inves-

tigate and act on ail complaints :c re-

ceives of violaeons of 3tancorns.

8431.713 Continuing Jtndy and invea-
dgarion-

The agency or board must conduct a
continuing 3cudy of nursing homes and
administrators within the State :o
unprove—

(a) Licensing standards: and

(b) The procedures and methods for
enforcing the standards.

§431.714 Waivers.

The agency or board may waive any
standards developed under 8431.707 of
this subpart for any person who has
served m the capacity of a nursing
home administrator airing ail of the 3
calendar years unmeoiacely preceding
the calendar year m which the State

2rst meets the requirements in this
subpart.
§431-715 Federal financial paracipa-

tion.

No 7Y? is available in expenditures
by the licensing board for establishing
and maintaining standards for the L-
censing of nursing home administra-
tors.
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Members of the Legislative Budget
and Audit Committee:

In accordance with the provisions of Title 24 of the Alaska Statutes, the attached report is
submitted for your review.

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
BOARD OF NURSING HOME ADMINISTRATORS

September 30, 1993

Audit Control Number

08-1417-94

The objective of the audit was to determine whether the Board of Nursing Home
Administrators should continue its existence. Alaska Statute 08.03.010(18) has scheduled
the board for termination on June 30, 1994. If no action is taken by the legislature, the
board has one year in which to conclude its affairs and will be dissolved at June 30, 1995.
We recommend that the legislature allow the board to terminate and assign the Division of
Occupational Licensing with sole responsibility for licensing nursing home administrators.

The audit was conducted in accordance with generally accepted government auditing
standards. Fieldwork procedures utilized in the course of developing the findings and
discussion presented in this report are discussed in the Objectives, Scope, and Methodology
section of this report.
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OBJECTIVES. SCOPE. AND METHODOLOGY

In accordance with the intent of Titles 24 and 44 of the Alaska Statutes (sunset legislation),
we have reviewed the activities of the Board of Nursing Home Administrators (BNHA) to
determine whether it should continue in existence.

As required by statute, the legislative committee of reference is to consider this report as part
of the legislative oversight process in determining whether this board should be reestablished.

The law currently specifies that the board will terminate on June 30, 1994 and will have one
year from that date to conclude its affairs.

During the course of our examination, we reviewed and evaluated the following:
1 Applicable sections of state and federal statutes and regulations.

2. Interviews with Department of Commerce and Economic Development. Division of
Occupational Licensing (OL) personnel.

3. Interviews with U.S. Department of Health and Human Services. Health Care
Financing Administration personnel.

4, Interviews with Alaska Department of Health and Social Servicespersonnel.
5. Minutes of board meetings.

6. The director of OL’s correspondence fries.

7. The BNHA licensing examiner’s correspondence files.

8. The BNHA licensing files.

9. Investigation and litigation files.

10. Office of the Ombudsman closed case file.

11. Prior year audit work papers and audit reports.

12. Other documents as deemed pertinent.



