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May 3, 1999

The Honorable Gene Therriauit

The Honorable Eldon Mulder
Co-Chair, House Finance Committee
State Capitol

Juneau, AK. 99801-2197

HB 85, teacher licensing and discipline
Dear Representatives Therriauit and Mulder:

I am writing in support of HB 85. This bill enhances the state’s ability to protect students and
the integrity of educators by strengthening, .streamlining, and consolidating licensure and
discipline provisions for members of the teaching profession.

The bill incorporates the direction from the Board of Education to change a teacher "certificate”
to a “license.” The name of the “Professional Teaching Practices Commission” would be
changed to “Educator Ethics Commission,” to shorten the name and more accurately reflect the
commission’s functions.

Among the bill’s provisions are new sections governing applications and denial of applications
for teaching licenses. The current regulatory provision requiring criminal history background
checks for applicants would be strengthened and placed in statute. The bill would also compile,
for the first time, the grounds for denial of an application or for putting conditions on a teaching
license.

The bill expands the range of available disciplinary sanctions beyond suspension or license
revocation, tracking powers currently available to occupational licensing boards, such as being
able to summarily suspend a license if the educator poses a clear and immediate danger. The
commission also would gain the authority to impose a civil fine against a person who is
regulated by state law, but is not required to hold a license. The bill contains provisions that
would preclude a person whose license is suspended or revoked from employment as a member
of the teacher profession, even if the position does not require a license.

The bill also would streamline current law by consolidating regulatory and statutory grounds for

discipline into one statutory provision; allowing reciprocal discipline of an educator who was
disciplined in another jurisdiction; and clarifying the procedure for revoking the license of a
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person convicted of certain sex crimes. In addition, the bill adds misrepresentation of a material
fact on an employment application as a ground for discipline.

In rewriting the procedures and requirements for reinstatement of a suspended or revoked
license, the bill would expand from one year to five years the waiting period for reinstatement.
Finally, the bill contains new provisions to protect the confidentiality of minors and of
investigatory files, and provides immunity from liability for persons who participate in good
faith in certain investigations and proceedings of the commission or the Department of
Education. My communications with the Alaska Association of School Administrators and the
Association of Alaska School Boards .indicate that they both supj: *" ’he bill.

Teresa Williams, in the Department of Law, is separately providing a sectional analysis of the
bill. Both she and I will be available to testify at your hearing on the bill.

Sincerely,

Sanna Green
Executive Director

cc: Beth Lape, Department of Education Legislative
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PERSONAL SERVICES

TRAVEL

CONTRACTUAL
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GRANTS & CLAIMS

MISCELLANEOUS
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CAPITAL
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FUND SOURCE # 1002 1002 1002
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1002 Federal Receipts
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1004 GF

1005 GF/Program Receipt
1006 GF/MHTIA

Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0

POSITIONS:
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TEMPORARY

Estimate of current year (FY99) impact: $ 0X)
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For further distribution information call the Governor's Legislative Office
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ATTACHMENT
Fiscal Note for HB 87

House Bill 87 provides statutory language to allow a federal “Reed Act” distribution
conditional on requirements established in the federal Balanced Budget Act of 1997.

A federal “Reed Act” distribution is a transfer of excess collections of Federal
Unemployment Tax Act (FUTA) tax. When adequate funds have been collected to meet
federal ceilings on sub-accounts in FUTA then the excess is made available for

distribution back to the states.

Current state statute A.S. 23.20.145 (f) allows these “Reed Act” funds to be used for the
payment of unemployment benefits and the administration of both the employment
services and the unemployment insurance programs. The Balanced Budget Act of 1997
specified that a distribution scheduled for federal fiscal years 1999,2000, and 2001
would be limited to the administration of the Unemployment Insurance program. The act
also required that states pass enabling legislation in order to receive these funds.

The national distribution is anticipated to be $100 million annually for the three years.
Each state’s share ofthe “Reed Act” distribution will be prorated based on the percentage
of FUTA tax receipts collected from that state. Alaska’s estimated share of the $100
million is anticipated to be between $600,000 and $700,000.

Under federal procedures, states have two years Ifom the time the “Reed Act” funds are
appropriated by the state legislature to obligate these funds. It is expected these funds
will be utilized to enhance data processing upgrades beginning in FY2001 and will likely
be applied to the existing FY2000 capital budget request to redesign the automated
Unemployment Insurance tax system. That request is currently before the legislature and
is included in HB 52 and SB 32 in the amount of $2,600,000.

Page 2 of2
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Representative Norman Rokeberg

SPONSOR STATEMENT
Committee Substitute for House Bill 69 (L&C)
RELATING TO THE ALCOHOLIC BEVERAL CONTROL BOARD

SPONSOR STATEMENT:

HB 69 would extend the termination date ofthe Alcoholic Beverage Control
Board (ABC) until June 30, 2003. During the last Legislature, the termination date
was extended to June 30, 1999, and if legislation does not pass extending the
termination date (his year, the board will be in its wind down year.

The Board consists of five members and is responsible for control,
manufacture, barter, possession, and sale of alcoholic beverages in the state. The
Legislative Audit, dated September 8,1997, indicated that the Board was fulfilling
its responsibility by licensing establishments to manufacture, distribute or sell
alcoholic beverages to the public and enforcing the alcohol control laws in Title 4.
At the time the Audit was issued, the Auditor recommended extending the Board to

June 30, 2002.

In addition to extending this Board, the bill also makes other revisions to

Alaska's liquor laws:

1. Adds limited liability organizations (i.e., limited liability
companies and limited liability partnerships) to come under the licensing authority
of the Board. This addition was requested by the Bo: rd.

2. Permits the holder of a beverage dispensary/brewpub license to
sell their beer at another licensed premises of the same licensee.

2. Permits the holder of a beverage dispensary/brewpub license to
sell the holder's manufactured beer to a wholesaler licensed under AS 04.11.160

3. Permits the holder of a brewpub license who formerly held a
brewery license and a restaurant or eating place license and who, under the former
license, manufactured beer at a location other than the premises licensed under the
former restaurant or eating place license to: manufacture not more than 75,000
gallons of beer; provide small sample of beer; sell the manufactured beer on
premises licensed to the licensee, to a wholesaler, or to an individual present on the


mailto:Represenlalive_Norman_Rokebefg@legis.state.ak.us

premises where the beer is manufactured (not more than five gallons a day to the

individual).
4. Permits a package store licensee to deliver not more than two

bottles of wine or champagne in a gift basket with a floral arrangement to a cruise

ship passenger or hotel guest.
5. Permits a package store licensee to deliver alcoholic beverages

to a responsible adult at a social event (i.e., wedding reception). Delivery must be

made between the hours of 8:00 a.m. and 5:00 p.m.
6. Permits a "corkage" policy to be adopted by the licensee.

"Corkage" is where j person is permitted to bring a bottle or bottles of fine wine
into a restaurant, with the permission ofthe licensee. The wine is then turned over
and served by employees of a licensee and a fee is charged ("corkage fee") for stem

ware, etc.

The Board does serve public safety, health and welfare purposes.

Your support of this legislation would be appreciated.

ED2:03/09/99



Sectional Analysis of HB 87.

Secton |: Intent

’he Legislature intends for Alaska to be eligible to receive, in the Alaska account
of the federal Unemployment Trust Fund, a share of a federal "Reed Act"
distribution of the $100 million being distributed for each of the federal Fiscal

years ending in 1999, 2000, 2001.

Section 2: Unemployment Trust Fund

Despite language in the current statute, AS 23.20.145(f) funds received under this
special distribution are to be used solely for the purpose of administering the UL
program (a condition of receipt). Existing language passed to allow receipt of
regular Reed Act distributions allowed expanded use of the funds including direct
payment of Ul benefits and administrative costs of the Employment Services

program. As these limited provisions apply only to the special distributions
capped at $100 million for the federal fiscal years ending in 1999, 2000. 2001 it is
anticipated that all distributions will have been made well in advance of the

Federal fiscal year ending September 30, 2002.

Section 3: Definitions
Self-explanatory

Section 4: Repeal

As the special limitations relating to the distributions limited to these three years
will not apply to future distributions, the Attorney General’s office felt that a
“sunset” clause for this legislation set for the day after the last possible
distribution date would be appropriate. Hence this section repeals the earlier

provisions of this Act on October 1, 2002.

Section 5: Effective date

This act to take affect immediately.
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DEPARTMENT OF LABOR o soxziies

JUNEAU. ALASKA 99302-1149

PHONE; (907) 465-2700

OFFICE OF THE COMMISSIONER FAX: (907) 465-2784

March 4, 1999

The Honorable Norman Rokeberg
Alaska State Legislature

Room 24

State Capitol

Juneau, AK 99811

Dear Representative Rokeberg:

This is in response to your request for documentation o fthe federal legislation requiring
HB87. This bill puts a limitation on the use of federal “Reed Act” distributions to the
State of Alaska based on requirements in the federal Balanced Budget Act of 1997.

Attached is the Unemployment Insurance Program Letter (UTPL) 44-77 which refers to
and describes the balanced budget act of 1997 (public law 105-33) by section. The UIPL
44 -77, pages 1, 4 and 6, identifies section 5403 of the balanced budget act as the exact
citation requiring the use of the “Reed Act” be limited to the “administration of the
Unemployment Compensation program.” Also enclosed is a copy of the federal
Balanced Budget Act of 1997, Section 5403, entitled, “special distribution to states from

unemployment trust fund.

If you need any further information, please let me know.

Sincerely,

Dwight Perkins
Deputy Commissioner

Attachments



Date: 3/4/99
Sender: Dan Kanouse
To: Dwight Perkins
Priority: Normal

Subject:draft letter to Rokeberg - re:fed citations for HB87
W)

hb87info.doc
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BillSummary & Statusfor the 105th Congress

NEW SEARCH IHOME IHELP

X% H.R.2015  (Major Legislation)
-tf-Public Law: 105-33 (08/05/97) Text. PDF, Line Item Veto: See Actions

SPONSOR: Rep Kasich (introduced 06/24/97)
A bill to provide for reconciliation pursuant to subsections (b)(1) and (c) of section 105 of the concurrent
resolution on the budget for fiscal year 1998.

All Bill Summary & Status Info (except Bill Text)
Titles

Status:
» Detailed Legislative Status

» Floor/Executive Actions
» Congressional Record Page References

Committees:

» Referral. Reporting, Origin. Subcommittees
o Other Committee Information

Amendments
Subjects
Cosponsors (None)
Summary

Text of Lecislation

3/4/99 10:26 AM
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THE FOLLOWING LANGUAGE WAS INCLUDED IN THE FINAL BUDGET RECONCILIATION
BILL THAT WAS SIGNED INTO LAW BY THE PRESIDENT ON AUGUST 5, 1997.

H.R.2015

Balanced BudgetActo f1997 (Enrolled Bill (Sent to President))

Subtitle E-Unemployment Compensation

SEC. 5403. SPECIAL DISTRIBUTION TO STATES FROM UNEMPLOYMENT
TRUST FUND.

() IN GENERAL- Subsection (a) of section 903 (42 U.S.C. 1103(a)) is amended by adding at the
end the following new paragraph:

'(3)(A) Notwithstanding any other provision of this section, for purposes of carrying out this
subsection with respect to any excess amount (referred to in paragraph (1)) remaining in the
employment security administration account as of the close of fiscal year 1999, 2000, or 2001,

such amount shall—

'(0 to the extent of any amounts not in excess of 5100,000,000, be subject to subparagraph
(B), and

'(ii) to the extent of any amounts in excess of 5100,000,000, be subject to subparagraph (C).

'(B) Paragraphs (1) and (2) shall apply with respect to any amounts described in subparagraph
(A)(i), except that-

‘(i) in carrying out the provisions of paragraph (2)(B) with respect to such amounts (to
determine the portion of such amounts which is to be allocated to a State for a succeeding
fiscal year), the ratio to be applied under such provisions shall be the same as the ratio that—

‘(1) the amount of funds to be allocated to such State for such fiscal year pursuant to
the base allocation formula under title 111, bears to

‘(1) the total amount of funds to be allocated to all States for such fiscal year pursuant
to the base allocation formula under title 111,

as determined by the Secretary of Labor, and

'(ii) the amounts allocated to a State pursuant to this subparagraph shall be available to such
State, subject to the last sentence of subsection (c)(2).

Nothing in this paragraph shall preclude the application of subsection (b) with respect to any
allocation determined under this subparagraph.

'(C) Any amounts described in clause (ii) of subparagraph (A) (remaining in the employment
security administration account as of the close of any fiscal year specified in such subparagraph)
shall, as of the beginning of the succeeding fiscal year, accrue to the Federal unemployment
account, without regard to the limit provided in section 902(a).".

(b) CONFORMING AMENDMENT- Paragraph (2) of section 903(c) of the Social Security Act is
amended by adding at the end, as a flush left sentence, the following:

Y7 'Any amount allocated to a State under this section for fiscal year 2000, 2001, or 2002 may be
used by such State only to pay expenses incurred by it for the administration of its unemployment

iof2 3/4/99 10:03 AM
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U. S. Department of Labor

Employment and Training Administration
Washington, D.C. 20210

DIRECTIVE UNEMPLOYMENT INSURANCE

CLASSIFICATION
ul

CORRESPONDENCE SYMBOL
TEUL

DATE

October 9, 1997

PROGRAM LETTER NO. 44-97

TO
FROM GRACE A. KILBANE

Director

Unemployment Insurance Service
SUBJECT The Balanced Budget Act of 1997 and the

Taxpayer Relief Act of 1997
1. Purpose. To advise the States of amendments made to
Federal 1law by the Balanced Budget Act of 1997 and the
Taxpayer Relief Act of 1997 affecting the Federal-State
Unemployment Compensation (UC) progranm.
2. References. The Balanced Budget Act of 1997 (BBA) , P.L
105-33; the Taxpayer Relief Act of 1997 (TPRA), P.L. 105-34,
the Personal Responsibility and Work Opportunity Reconcil —
iation Act of 1996 (PRWORA.), P.L. 104-193; the Internal
Revenue Code of 1986 (IRC), including the Federal Unemploy —
ment Tax Act (FUTA); the Social Security Act (SSA); and
Unemployment Insurance Program Letters (UIPLs) Nos. 28-87,
45-89, 12-91, 11-92 and 37-96.
3. Background. The EBA and the TPRA, both enacted on
August 6, 1997, made several changes affecting the UC
program. This UIPL provides information on eleven amend—
ments made by the BBA and four amendments made by the TPRA.
The amendment discussed 1in item 4.a. related to disclosure
of UC information, may require States to amend their laws to
meet Federal UC law requirements. In addition, States will
need to amend their laws to implement the special Reed Act

discussed 1in item 6.b. Finally, States will need

transfers

RESCISSIONS

N one

EXPIRATION DATE

C ontinwuing



to determine whether they need to amend their laws to permit

the continuous levy discussed in iditem 12.

4. Sections 5201 and 5533, BBA: National Directory of New

Hires ("National Directory"™).

5201, BBA. Disclosure to National Directory.

a. Section
Section 303(h)(1), S?A, as amended by the PRWORA, requires
States, as a condition of receiving UC administrative
grants, to disclose wage and claim information to the

of the

and Human Services for purposes

Section 303(h)(1)(C), as amended by the
States to establish such safeguards as
determines are necessary to insure

is used "only for purposes of section
enforce —

Secretary of Health
National Directory.
PRWORA, also required

the Secretary of Labor

that such information
carrying out the child support

453Ci)(Cl) fSSAIL in

ment program under title 1V"™ of the SSA. (Emphasis added.)
The BBA deleted the underscored language and substituted
"subsections i)y, (i)(3) and (J) of section 453." This

that States must authorize the

amendment makes clear
Directory for:

disclosure of UC information to the National

under the Transitional

0 Use by programs funded
progranm, the

Assistance to Needy Families
child support enforcement progranm, and any
"other purposes™ specified in Section 453.
(Section 453 (i) (1), SSA.) The "other pur —
poses"™ are specified in Sections 453(i)(3)

and (j), SSA, described below.
Use in the administration of the earned
income tax credit by the Internal Revenue
Service (IRS). (Section 453 (i) (3), SSA.)

o} Verification of information 1in the Nat
Directory by the Social Security Admin
comparisons with the Federal Case Regi
Child Support Orders and other child support
enforcement purposes; use by the Social Security

Administration; and research related to
to Needy Families or
of

ional
istration;
stry of

Transitional Assistance
child support enforcement. In the case
research, personal identifiers may not be

(Section 453 (j ), SSA.)

used.

As no effective date 1is provided, this amendment 1is effec—
tive as of the date of enactment of the EBA. However, as

discussed in UIPL 37-96, pages 6 and 7, the effective date
of the disclosure requirements in Section 303 (h), SSA, for



3

either October 1, 1997, or, 1f the

UC conformity purposes 1s
1998.

State qualifies for a grace period, January 1,

States will need to review their UC laws and regulations to

determine if their laws permit disclosure in view of the
above requirement concerning redisclosures of information
provided to the National Directory. Each State must take
to ensure that it will make such

all actions necessary
in the previous

disclosures by the effective date discussed

paragraph.

b. Section 5533. BSA: Technical Amendment. Section
453A, SSA, requires each State to establish a Directory of
New Hires. Section 453A(Cg)(2)(B), SSA, as added by PRWORA,

specifically cited a provision of Federal UC law:
Compensation Information.- The State

Wage and Unemployment
quarterly basis,

Directory of New Hires shall, on a
furnish to the National Directory of New Hires
extracts of the reports required under section

303 fa) (6) fSSAl to be made to the Secretary of Labor
concerning the wages and unemployment compensation
paid to individuals, by such dates, in such format,
and containing such information as the Secretary of
Health and Human Services shall specify in
regulations. [Emphasis added.]

Since the Secretary of Labor does not require the submitcal

of data on individuals under Section 303(Ca)(6), SSA, this

provision created a technical problem. The BBA deleted the

underscored language and substituted "information." This
amendment does not affect what 1information must be provided
to the Secretary of Health and Human Services. Nor does it

FUTA and the SSA continue to

change the fact that both the
wage and claim information to

require UC agencies to provide
the State directory. See UIPL 37-96.

5. Section 5401, BBA: Base Periods and the Penninoton
the U.S. Court of Appeals for the

Case. In 1994 and 1997,
Seventh Circuit issued two opinions in litigation commonly
known as Pennington. 22 F.3d 1376 (7th Cir. 1994), 110
F.3a. 502 (7th Cir. 1997). In its 1994 decision, the Court
decided that a State"s base period was not an eligibility
requirement, but instead was a "method of administration”

under Section 303(Ca)(l), SSA, and, therefore, subject to

Federal Jurisdiction. In i1ts 1997 decision, the Court ruled
that Illinois® base period, consisting of the first four of
the last five completed calendar quarters, was not consis—
tent with the "methods of administration” requirement. This



was because the existence of the lag period between the base
period and benefit year meant some claimants had to wait for
their recent wages to fall within the base period to qualify
for UC. As a result of these decisions, States anticipated
that they might be required to provide for alternative base

periods to reduce the lag.

The BBA clarifies that the base period is not subject to the

"methods of administration” requirement. Therefore, in the

Department®s view, this legislation frees States to deter —
the "methods of

their base periods without regard to

mine
Section 5401, BBA, provides as

administration" requirement.
follows:

No provision of a State law under
State 1is defined or
purposes of section

(a) In General.
which the base period for such
otherwise determined shall, for
303(a)(l) of the Social Security Act (42 U.S.C.
503(Ca)(l)), be considered a provision for a method of

administration.

of this section, the

(b) Definitions. For purposes
and "State"™ shall have

terms "State law", "base period",
the meanings given them under section 205 of the

Federal-State Extended Unemployment Compensation
1970 [EUCA] (26 U.S.C. 3304 note.)

Act of

This section shall apply for

(c) Effective Date.
purposes of any period beginning before, on, or
after the dace of the enactment of this Act.
"State law," as defined in Section 205(10), EUCA, "means the
unemployment compensation law of the State, approved by the

section 3304" of the FUTA. "Base period,"

Secretary under
the base period

as defined 1in Section 205(6), EUCA, "means
as determined under applicable State law for the benefit
year." "State," as defined in Section 205(8), EUCA,

includes the 50 States, the District of Columbia, Puerto

Rico, and the U.S. Virgin Islands.

This amendment does not require States to amend their laws.

6. Sections 5402 and 5403, BBA: Increase 1in Federal
Unemployment Account (FUA) Ceiling and Special Distribution
to States from the Unemployment Trust Fund. Section 903,

SSA, provides three accounts

in the Unemployment Trust Fund reach their statutory limits,
the excess amounts will be transferred to the States. These
are called "Reed Act"™ distributions. The three accounts ar-~

that when, among other things,



the Employment Security Administration Account

pays for the administration
programs; the Extended Unemployment Compensation Account,

which pays for the Federal share of extended benefits; and
the FUA, which provides for advances to States for the

payment of UC.

5402, BBA: Increase in FUA Ceiling. Prior
the balance in the FUA as of the end of any

(September 30) could not exceed 0.25
subject to contributions wunder

a. Section
to amendment,
Federal fiscal year
percent of the total wages
all State UC laws. The BBA changes this maximum

0.5 percent effective October 1, 2001.

Special Distribution to States
Fund. The BBA amended Section
transfers made

b . Sections 5403, BBA:
from the Unemployment Trust
903 of the SSA to cap the amount of Reed Act
with respect to the Federal fiscal years ending in 19~99%]
2"0uu and 2001 at $100,000,000 per
of these transfers will be based on the ratio of the
of "funds to be allocated to such State for
pursuant to the base allocation formula under title 111",
SSA, to "the total amount of funds to be allocated to all
States for such fiscal year pursuant to the base allocation
formula under title 1I1I1." Any amounts in excess of the

$100,000,000 which, but for the BBA amendments, would have
as of the beginning

been transferred to the States "shall,
of the succeeding fiscal year, accrue to the Federal
unemployment account, without regard"” to its statutory

lLimit.
transferred with respect to these fiscal
expenses 1dincurred bv fthe

of its"” UC law. Unlike

Reed Act moneys
years may be used "onlv to oav

State] for the administration
previous Reed Act transfers, States are prohibited fronm

using the amounts transferred with respect to these 1i-hrpp
for&the payment of~~UC orSthe administration of State

years
public employment offices. However, among other wuses,
States may, as 1in the pa"it, wuse these Reed Act moneys for

for UC purposes. These purchases

purchasing real propercyv
funds consistent with

could be amortized against UC grant

the UC grant agreement.

applicable to Reed Act transfers
applicable to the
years 1999, 2000 and

Finally, the restrictions

in Section 903(c)(2), SSA, are not

transfers made with respect to fiscal

2001 . This means the amounts
be used without obtaining an appropriation

legislative body.

from the State"s

(ESAA), which

of the UC and employment service

balance <

vear. Each State"s share
amount

such fiscal year

transferred to the States may



contain provisions addressing the use

of Reed Act moneys transferred under Section 903, SSA.
These laws usually mirror the requirements of Section
903(c)(2), SSA., including a requirement that the moneys be A
used for the payment of UC unless appropriated by the
legislative body. States must amend these provisions to

State UC laws wusually

prohibit the use of transfers made with respect to fiscal
1999, 2000, and 2001 for the payment of UC. States

years

may further amend these provisions to authorize use for

administrative purposes without a specific appropriation
from the State legislature. Nothing prohibits a State

legislature from appropriating such money or from attach
conditions to the use of such money, provided the money

used for UC administration.

9

in
is

Draft language for State Reed Act provisions was provided in

UlIPL 12-91. We recommend that, using that language as a
basis, States 1insert the following language in State law:
4) Notwithstanding paragraph (1), moneys <credited with
to Federal fiscal years 1999, 2000 and 2001,
administration of the UC

to appropriation bv the

respect
shall be used solely for the

program and are not subiect

legislature. [Emphasis added.]
The underscored language 1is necessary only 1f the State
chooses to avoid the appropriation process. As an
alternative, a State could appropriate the moneys without
subjecting them to the various restrictions found 1in Section
901(c)(3), SSA. (For example, under Section 901(c)(2), SSA,
Reed Act moneys may be used only for expenses incurred after
the date of enactment of the State appropriation.) In this

case, the following language 1is recommended:

(€)) Notwithstanding paragraph (1), money credited with
respect to Federal fiscal years 1999, 2000 and 2001,
shall be used solely for the administration of the UC
program, and such money shall not otherwise be subject

to the requirements of paragraph (1) when appropriated

by the legislature.

The House Report describes the -3n77

vC. Reasons for Change.
ceiling and providing for the

rsafirn*fny-inrrpa "ir,g the_ZUA
special transfers:

This provision has two main effects: (1) raising

i the Federal Unemployment Account

the ceiling 1in
whole [sic] limiting Reed Act transfers allows for

further buildup of funds pending a future recession



REED ACT

Background:

The Social Security Act requires that the Secretary of the U.5. Department of Labor
(USDOL) provide each state with adequate funding for proper and efficient administration
during the fiscal year of the state's Unemployment Insurance (Ul) program. Despite this
mandate, funding ultimately depends upon what the Congress agrees to appropriate.

that the Federal government had responsibility for

Though Congress had determined
link was established between

funding the administration of the Ul program, no direct
Federal Unemployment Tax Act (FUTA) receipts and grants to the states. The gap between
taxes collected under the FUTA and the amount appropriated by Congress became

apparent in the early years of the program. By 1952, approximately $1 billion more in

FUTA taxes had been collected than had been appropriated for administration.

As a result, Congress passed the Reed Act in 1954 providing that funds collected from
FUTA taxes must be used for federal and state administration of the Ul or Employment

Service (ES) programs. If more funds were collected than were needed for administration,

the excess funds were to be returned to the states. Such Reed Act distributions of excess

funds were made in 1956, 1957, and 1958. Conformity legislation passed by each state
guaranteed, as a condition of eligibility for a share of the distribution, that these funds
would be used only for administration of Ul or ES, or directly for the payment of Ul

benefits.

Subsequent Reed Act distributions were, in effect, prevented by congressional action

raising the "statutory ceilings" of the various accounts within the federal Unemployment

Trust Fund on four separate occasions (most recently in 1998).
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(907) 465*3500
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State of A laska
OFFICE OF THE GOVERNOR

JUNEAU

February 8, 1999

The Honorable Brian Porter
Speaker of the House
Alaska State Legislature

State Capitol
Juneau, AK 99801-1182

Dear Speake™6rt&rT

This bill I transmit today provides the state with authority to receive federal funds for the
administration of the unemployment insurance program as required in the Balanced

Budget Act of 1997.

The 1997 Act provided for a disbursement from the federal unemployment trust fund to
the state unemployment trust fund, known as "Reed Act distributions.” States must enact
legislation restricting the use of these distributions for administration of the
unemployment insurance program, and not for unemployment benefits or employment

services.

This bill complies with the federal requirement by providing the state with express
authority to receive the Reed Act distributions for federal fiscal years 1999-2001 for

purposes ofadministering the unemployment insurance program.

Sincerely,



TONY KNOWLES, GOVERNOR

DEPARTMENT OF EAHOK

JUNEAU ALASKA 99802-1149

PHONE: (907) 465-2700

OFFICE OF THE COMMISSIONER FAX: (507) 4652704
?3 898

February 22, 1999

The Honorable Norman Rokeberg

Chair, House Labor & Commerce Committee
Alaska State Legislature

Room 24, State Capitol

Juneau, AK 99302

Dear Representative Rokebrrg:

I respectfully ask that you hold a hearing on HB 87, An Act
Relating to the Unemployment Trust Fund. This legislation
provides the state authority to receive federal funds for
the administration of the unemployment 1idinsurance program as
required 1in the Balanced Budget Act of 1997.

The 1997 Act provided for a disbursement from the federal

trust fund to the state unemployment trust
" States must enact

funds to the

unemployment
fund, known as "Reed Act Distributions.

legislation restricting the use of the Reed Act
administration of the unemployment insurance program, and
not for unemployment benefits or employment services.

This bill complies with the federal requirement by providing
the state express authority to receive the Reed Act
distributions for federal fiscal years 1999 - 2001 for
purposes of administering the wunemployment insurance

progranm.

Sincerely,

Ed Flanagan
Commissioner
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SENATE finance committee report

DATE: 5/16/99 FURTHER:

DATE TURNED
IN TO OFFICE: s\ii)~

Finance Committee considered HOUSE BILL NO. 87

“An Act relating to money credited to the account of the state in the unemployment trust fund by the
Secretary of the Treasury of the United States; and providing for an effective date.”

and recommends: Senate Bill:
[ ] same title
[ 1] bereplaced with J [ ] new title
House Bill:
[ 1] adopt previous [ ] same title
[ ] technical title
[ ] attached amendment(s) [ ] new: SCR*
[ 1 adopt Letter of Intent by _ Committee
[ 1 further referral to the Committee
SIGNING DO SS 'HER RECOMMENDATIONS
Co-Chair: Co-Chair
Co-Chair: Co-Chair
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):*
Department Date Zero Fiscal Department Date Zero Fiscal
L&ber

[ ]APPROPRIATION --no fiscal note <«include fiscal notes accompanying Governor’s bill



FISCAL (MOTE

STATE OF ALASKA
1999 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): Rpw-jgpH q-]-qq
Title: Unemployment Trust Fund

Component:

House Rules

Sponsor:
House Labor & Commerce

Requestor:

EXPENDITURES/REVENUES: (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING FY 2000

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS & CLAIMS

MISCELLANEQUS

TOTAL OPERATING

CAPITAL

CHANGE IN REVENUE
FUND SOURCE

FUNDING:
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA
Other (Specify Type)
TOTAL 00 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

700.0 700.0 700.0
1002 1002 1002

(Thousands of Dollars)

0.0

Estimate of current year (FY99) impact: $ 0.0

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

Prepared by:  Rebecca Gamez, Director “Jch, A Phone :

Approved by Commissioner: Ed Flai;-gan, commissioner

Ager,. /. Department of Labor Date:

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

For further distribution information call the Governor's Legislative Office

cm turre B Voa

(H) Publish Date:

Department Affected: Labor

BRU: Employment Security

3/5/99

Unemployment Insurance
COMPONENT SERIAL NO.

FY 2004 FY 2005
0.0 0.0
465-5933
3/1/N9
Page 1 of 2



ATTACHMENT
Fiscal Note for HB 87

House Bill 87 provides statutory language to allow a federal “Reed Act” distribution
conditional on requirements established in the federal Balanced Budget Act of 1997.

A federal “Reed Act” distribution is a transfer of excess collections of Federal
Unemployment Tax Act (FUTA) tax. When adequate funds have been collected to meet
federal ceilings on sub-accounts in FUTA then the excess is made available for

distribution back to the states.

Current state statute A.S. 23.20.145 (f) allows these “Reed Act” funds to be used for the
payment of unemployment benefits and the administration of both the employment
services and the unemployment insurance programs. The Balanced Budget Act of 1997
specified that a distribution scheduled for federal fiscal years 1999,2000, and 2001
would be limited to the administration of the Unemployment Insurance program. The act
also required that states pass enabling legislation in order to receive these funds.

The national distribution is anticipated to be $100 million annually for the three years.
Each state’s share of the “Reed Act” distribution will be prorated based on the percentage
of FUTA tax receipts collected from that state. Alaska’s estimated share ofthe $100
million is anticipated to be between $600,000 and $700,000.

Under federal procedures, states have two years from the time the “Reed Act” funds are
appropriated by the state legislature to obligate these funds. It is expected these funds
will be utilized to enhance data processing upgrades beginning in FY2001 and will likely
be applied to the existing FY2000 capital budget request to redesign the automated
Unemployment Insurance tax system. That request is currently before the legislature and
is included in HB 52 and SB 32 in the amount of $2,600,000.

Page 2 0f2



Tonv Knowles

HBS 7.
*j. PO bo« hoooil
Juneau. Alaska 998M cr

(907)465-3500
Fax (907) 465-3532

GOVERNOR oot Jk—

State of A laska
OFFICE OF THE GOVERNOR

February 8, 1999

The Honorable Brian Porter
Speaker of the House
Alaska State Legislature

State Capitol
Juneau, AK 99801-1182

Dear Speake " rt"T

This bill I transmit today provides the state with authority to receive federal funds for the
administration of the unemployment insurance program as required in the Balanced

Budget Act of 1997.

The 1997 Act provided for a disbursement from the federal unemployment trust fund to
the state unemployment trust fund, known as "Reed Act distributions.” States must enact
legislation restricting the use of these distributions for administration of the
unemployment insurance program, and not for unemployment benefits or employment

services.

This bill complies with the federal requirement by providing the state with express
authority to receive the Reed Act distributions for federal fiscal years 1999-2001 for
purposes of administering the unemployment insurance program.

Sincerely,



TO/VK KNOWLES, GOVERNOR

- fn)P
lm\ I b-vi j.]r (i L /

DEPARTMENT OF LABOR | tiiiw crr srecer curreons
ALASKA EMPLOYMENT SERVICE HEas Lkt sar0sans
DIRECTOR'S OFFICE SRR

May 17, 1999

The Honorable John Torgerson
Alaska State Legislature

Room 516

State Capitol

Juneau, AK 99811

Dear Senator Torgerson:
This is in response to your questions regarding House Bill 87.

Will Reed Act funds need to be appropriated annually to cover the three year
(1999, 2000, 2001) Reed Act distributions?

No. The bill provides for an effective date when it is signed into law and a

sunset date of September 30, 2002. The fiscal note indicates should Alaska

accept the federal Reed Act distribution, it will go into capital expenditures.
We expect to expend the Reed Act distributions over a three-year period on
our $2.6 million C/P project (Ul Tax Redesign) that was approved by both

legislative bodies this session. Should the distributions not cover the entire

C/P project, the remainder will be covered by our operations budget.
Will other Ul funds be available for re-appropriation if HB 87 passes?

No. Al federal funds Alaska receives for the administration of the

Unemployment Insurance program are strictly for the sole purpose of

administration of this program. By law we have no flexibility.
Enclosed for your review, you will find the March 4, 1999, letter to
Representative Rokeberg and its attachments. They are the Unemployment
Insurance Program Letter (UIPL) 44-77 which refers to and describes the
balanced budget act of 1997 (public law 105-33) by section. The UIPL 44-
77, pages 1, 4 and 6, identifies section 5403 of the balanced budget act as
the exact citation requiring the use of the "Reed Act" be limited to the



The Honorable John Torgerson Page 2
May 17, 1999

"administration of the Unemployment Compensation program.” Also
enclosed is a copy of the federal Balanced Budget Act of 1997, Section
5403, entitled, "special distribution to states from Unemployment trust

fund."”

| trust this will clarify the concerns of your committee. Please let me know if
| may provide further information or clarification.

Sincerely,

Rebecca Gamez
Director

RNG:ec

Enclosure

cc: Members, Senate Finance Committee
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/
DEPARTMENT OF LABOR /

JUNEAU, ALASKA 99802-1149

PHONE: (907) 465-2700

OFFICE OF THE COMMISSIONER FAX: (507) 465-2784

March 4, 1999

The Honorable Norman Rokeberg
Alaska State Legislature

Room 24

Stare Capitol

Juneau, AK 99811

Dear Representative Rokeberg:

This is in response to your request for documentation ofthe federal legislation requiring
HB87. This bill puts a limitation on the use of federal “Reed Act” distributions to the
State of Alaska based on requirements in the federal Balanced Budget Act of 1997.

Attached is the Unemployment Insurance Program Letter (UIPL) 44-77 which refers to
and describes the balanced budget act of 1997 (public law 105-33) by section. The UIPL
44 -77, pages 1, 4 and 6, identifies section 5403 of the balanced budget act as the exact
citation requiring the use of the “Reed Act" be limited to the “administration of the
Unemployment Compensation program.” Also enclosed is a copy of the federal
Balanced Budget Act of 1997, Section 5403, entitled, “special distribution to states from

unemployment trust fund.

If you need any further information, please let me know.

Sincerely,

Dwight Perkins
Deputy Commissioner

Attachments



Date: 3/4/99
Sender: Dan Kanouse
To: Dwight Perkins

Priority: Normal
Subject:draft letter to Rokeberg - re:fed citations for HB87

hb87info.doc
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NEW SEARCH |HOME | HELP
-*» H.R.2015  (Major Legislation)

N-Public Law: 105-33 (08/05/97) Text, PDF, Line Item Veto: See Actions
SPONSOR: Rep Kasich (introduced 06/24/97)
A bill to provide tor reconciliation pursuant to subsections (b)(1) and (c) of section 105 of the concurrent
resolution on the budget for fiscal year 1998.

All Bill Summary & Status Info (except Bill Text)
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THE FOLLOWING LANGUAGE WAS INCLUDED IN THE FINAL BUDGET RECONCILIATION
BILL THAT WAS SIGNED INTO LAW BY THE PRESIDENT ON AUGUST 5, 1997.

HJR.2015
Balanced Budget Act 0 £1997 (Enrolled Bill (Sent to President.))

Subtitle E—Jnemployment Compensation

SEC 5403. SPECIAL DISTRIBUTION TO STATES FROM UNEMPLOYMENT
TRUST FUND.

(@) rN GENERAL- Subsection (a) of section 903 (42 U.S.C. 1103(a)) is amended by adding at the
end the following new paragraph:

'(3)(A) Notwithstanding any other provision of this section, for purposes of carrying out this
subsection with respect to any excess amount (referred to in paragraph (1)) remaining in the
employment security administration account as of the close of fiscal year 1999, 2000, or 2001,

such amount shall—
(i) to the extent of any amounts not in excess 0f5100,000,000, be subject to subparagraph
(B), and
'(ii) to the extent of any amounts in excess of$ 100,000,000, be subject to subparagraph (C).

'(B) Paragraphs (1) and (2) shall apply with respect to any amounts described in subparagraph
(A)(i), except that-

'(i) in carrying out the provisions of paragraph (2)(B) with respect to such amounts (to
determine the portion of such amounts which is to be allocated to a State for a succeeding

fiscal year), the ratio to be applied under such provisions shall be the same as the ratio that—

‘(1) the amount of funds to be allocated to such State for such fiscal year pursuant to
the base allocation formula under title 111, bears to

‘(11 the total amount of funds to be allocated to all States for such fiscal year pursuant
to the base allocation formula under title I1I,

as determined by the Secretary of Labor, and

’ (i) the amounts allocated to a State pursuant to this subparagraph shall be available to such
State, subject to the last sentence of subsection (c)(2).

Nothing in this paragraph shall preclude the application of subsection (b) with respect to any
allocation determined under this subparagraph.

'(C) Any amounts described in clause (ii) of subparagraph (A) (remaining in the employment
security administration account as of the close of any fiscal year specified in such subparagraph)
shall, as of the beginning of the succeeding fiscal year, accrue to the Federal unemployment

account, without regard to the limit provided in section 902(a).”.

(b) CONFORMING AMENDMENT- ~agraph (2) ofsection 903(c) of the Social Security Act is
amended by adding at the end, as a flush left sentence, the following:

'‘Any amount allocated to a State under this section for fiscal year 2000, 2001, or 2002 may be
used by such State only to pay expenses incurred by it for the administration of its unemployment

3/4/99 10:03 A M
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CLASSIFICATION

U. S. Department of Labor ut
Employment and Training Administration CORRESPONDENCE SYMBOL
Washington, D.C. 20210
TEUL
DATE /

October 9, 1997

DIRECTIVE UNEMPLOYMENT INSURANCE PROGRAM LETTER NO .44-97

TO

FROM : 5RACE A. KILBANE
Director
Unemployment Insurance Service

SUBJECT : The Balanced Budget Act of 1997 and the
Taxpayer Relief Act of 1997

1. Purpose. To advise the States of amendments made to

Federal law by the Balanced Budget Act of 1997 and the

Taxpayer Relief Act of 1997 affecting the Federal-State

Unemployment Compensation (UC) program.

2. References. The Balanced Budget Act of 1997 (BBA), P.L
105-33; the Taxpayer Relief Act of 1997 (TPRA), P_L. 105-34;
the Personal Responsibility and Work Opportunity Reconcil —
iation Act of 1996 (PRWORA), P_L. 104-193; the Internal
Revenue Code of 1986 (IRC), including the Federal Unemploy —
ment Tax Act (FUTA); the Social Security Act (SSA); and
Unemployment Insurance Program Letters (UIPLs) Nos. 28-87,

45-89, 12-91, 11-92 and 37-96.

3. Background. The BBA and the TPRA, both enacted on
August 6, 1997, made several changes affecting the UC
progranm. This UIPL provides information on eleven amend —
by the BBA and four amendments made by the TPRA.

ments made
related to disclosure

The amendment discussed in item 4.a.,

of UC information, may require States to amend their laws to
meet Federal UC law requirements. In addition, States will
need to amend their laws to. .implement the_sp.ecial Reed Act
transfers ddsrnsssd in item 6.b. Finally, States will need

EXPIRATION DATE

RESCISSION S
C ontinwuing

N one



to determine whether they need to amend their laws to permit

the continuous levy discussed iIn item 12.
4. Sections 5201 and 5533, BBA: National Directory of New
Hires ("National Directory"™).

a . Section 5201, BBA, Disclosure to National Directory.

by the PRWORA, requires

Section 303(Ch)(1), S8A, as amended
administrative

States, as a condition of receiving UC

grants, to disclose wage and claim information to the
Secretary of Health and Human Services for purposes of the
National Directory. Section 303(Ch)(1)(C), as amended by the

PRWORA, also required States to establish such safeguards as
the Secretary of Labor determines are necessary to 1insure
that such information is used "only for purposes of section
453 (1) (1) rsSAlI in carrying out the child support enforce —
ment program under title 1V" of the SSA. (Emphasis added.)
The EBA deleted the underscored language and substituted
"subsections i)y, (i)(3) and (J) of section 453." This

makes clear that States must authorize the

amendment
National Directory for:

disclosure of UC information to the

by programs funded under the Transitional

o} Use
Assistance to Needy Families progranm, the
child support enforcement progranm, and any
"other purposes™ specified in Section 453.

(Section 453 (1) (1), SSA.) The "other pur —

poses"” are specified in Sections 453 (i) (3)

and (j), SSA, described below.

o] Use in the administration of the earned
income tax credit by the Internal Revenue
Service (IRS). (Section 453 (i) (3), SSA.)

o] Verification of information 1in the National

Directory by the Social Security Administration;

comparisons with the Federal Case Registry of

Child Support Orders and other child support

enforcement purposes; use by the Social Security

Administration; and research related to
Transitional Assistance to Needy Families or
child support enforcement. In the case of
research, personal identifiers may not be wused.

(Section 453 (jJ), SSA.)

As no effective date 1is provided, this amendment is effec—

as of the date of enactment of the BBA. However, as

tive
the effective date

discussed 1in UIPL 37-96, pages 6 and 7,

of the disclosure requirements in Section 303(h), SSA, for



either October 1, 1997, or, if the

ty purposes is
1998.

UC conform
fies for a grace period, January 1,

State qual

States will need to review their UC laws and regulations to
determine if their laws permit disclosure 1in view of the
above requirement concerning redisclosures of

provided to the National Directory. Each State must take
all actions necessary to ensure that i1t will make such
disclosures by the effective date discussed in the previous

information

paragraph.

b. Section 5533. BBA: Technical Amendment. Section
SSA, requires each State to establish a Directory of

453A,
New Hires. Section 453A(Cg)(2)(B), SSA, as added by PRWORA,
specifically cited a provision of Federal UC law:
Wage and Unemployment Compensation Information.—- The State
Directory of New Hires shall, on a quarterly basis,

furnish to the National Directory of New Hires

extracts of the reports required under section

303 (a) (6) rsSAl to be made to the Secretary of Labor
concerning the wages and unemployment compensation
paid to 1individuals, by such dates, in such format,
and containing such information as the Secretary of
Health and Human Services shall specify in
regulations. [Emphasis added.]

Since the Secretary of Labor does not require the submittal
of data on individuals wunder Section 303(Ca)(6), SSA, this

provision created a technical problem. The BBA deleted the
underscored language and substituted "information." This

amendment does not affect what information must be provided
to the Secretary of Health and Human Services. Nor does it
change the fact that both the FUTA and the SSA continue to
agencies to provide wage and claim information to

require UC
37-96.

the State directory. See UIPL

5. Section 5401, BBA: Base Periods and the Pennington
Case. In 1994 and 1997, the U.S. Court of Appeals for the
Seventh Circuit 1issued two opinions in litigation commonly
known as Pennington. 22 F.3d 1376 (7th Cir. 1994), 110
F.3d. 502 (7th Cir. 1997). In its 1994 decision, the Court
decided that a State®s base period was not an eligibility
requirement, but instead was a "method of administration®”
under Section 303(Ca)(l), SSA, and, therefore, subject to
Federal jJurisdiction. In its 1997 decision, the Court ruled
that I1llinois® base period, consisting of the first four of
the last five completed calendar quarters, was not -onsis-

tent with the "methods of administration”™ requirement. This



4

lag period between the base

was because the existence of the
had to wait for

benefit year meant some claimants
their recent wages to fall within the base period to qualify
for UC. As a result of these decisions, States anticipated
that they might be required to provide for alternative base

periods to reduce the lag.

period and
i

The BBA clarifies that the base period is not subject to the

"methods of administration” requirement. Therefore, in the
legislation frees States to deter —

without regard to the "methods of
provides as

Department®s view, this
mine their base periods
administration” requirement. Section 5401, BBA,

follows:

(a) In General. No provision of a State law under
which the base period for such State 1is defined or
otherwise determined shall, for purposes of section
303(Ca)(l) of the Social Security Act (42 U.S.C.
503(Ca) (1)), be considered a provision for a method of

administration.

(b) Definitions. For purposes of this section, the
terms "State law", "base period", and "State"™ shall have
the meanings given them under section 205 of the
Federal-State Extended Unemployment Compensation Act of
1970 [EUCA] (26 U.S.C. 3304 note.)

(c) Effective Date. This section shall apply for

purposes of any period beginning before, on, or

after the date of the enactment of this Act.
"State law," as defined in Section 205(10), EUCA, "means the
unemployment compensation law of the State, approved by the
Secretary under section 3304" of the FUTA. "Base period,"
as defined in Section 205(6), EUCA, "means the base period
as determined under applicable State law for the benefit
year." "State,"” as defined in Section 205(8), EUCA,
includes the 50 States, the District of Columbia, Puerto
Rico, and the U.S. Virgin Islands.
This amendment does not require States to amend their laws.
5403, BBA: Increase in Federal
Unemployment Account (FUA) Ceiling and Special Distribution
to States from the Unemployment Trust Fund. Section 903,
SSA, provides that when, among other things, three accounts
in the Unemployment Trust Fund reach their statutory limits,
the excess amounts will be transferred to the States. These
are called "Reed Act" distributions. The three accounts <

6. Sections 5402 and



the Employment Security Administration Account (ESAA), which
administration of the UC and employment service
progranms; the Extended Unemployment Compensation Account,
which pays for the Federal share of extended benefits; and
the FUA, which provides for advances to States for the

pays for the

payment of UC.

a. Section 5402, BBA: Increase in FUA Ceiling. Prior
to amendment, the balance in""the FUA as of the end of any
Federal fiscal year (September 30) could not exceed 0.25
percent of the total wages subject to contributions wunder
all State UC laws. The BBA changes this maximum balance to

0.5 percent effective October 1, 2001.

Special Distribution to States
amended Section
transfers made

b. Sections 5403, BBA:
from the Unemployment Trust Fund. The BBA
903 of the SSA to cap the amount of Reed Act
with respect to the Federal fiscal years ending m T999
2W0~ and 2001 at $100,000.000 per year. Each State®"s share
of these transfers will be based on the ratio of the amount
of "funds to be allocated to such State for such fiscal year
pursuant to the base allocation formula under title 111",
SSA, to "the total amount of funds to be allocated to all

States for such fiscal year pursuant to the base allocation

formula under title I111._." Any amounts in excess of the

$100,000,000 which, but for the BBA amendments, would have
been transferred to the States "shall, as of the beginning

of the succeeding fiscal year, accrue to the Federal

unemployment account, without regard" to its statutory

Fimit.

Reed Act moneys transferred with respect to these fiscal
years may be used "only to pav expenses incurred tv fthe
State] for the administration of its”™ UC law. Unlike
previous Reed Act transfers, States are prohibited from
the amounts transferred with respect to these_Jrh.ree.
years for~"the pavment~~o0of UC orSthe administration of State

public employment offices. However, among other uses,
past, use these Reed Act moneys for
for UC purposes. These purchases
funds consistent with

using

States may, as in the
purchasing real property
could be amortized against UC grant

the UC grant agreement.

applicable to Reed Act transfers

Finally, the restrictions
to the

Section 903(c)(2), SSA, are not applicable

in
transfers made with respect to fiscal years 1999, 2000 and
2001. This means the amounts transferred to the States may-—

be used without obtaining an appropriation from the State®s

legislative body.



State UC laws usually contain provisions addressing the use

of Reed Act moneys transferred under Section 903, SSA.
These laws wusually mirror the requirements of Section
903 (c) (2), SSA, including a requirement that the moneys be
used for the payment of UC unless appropriated by cue
legislative body. States must amend these provisions to
prohibit the use of transfers made with respect to fiscal
years 1999, 2000, and 2001 for the payment of UC. States
may further amend these provisions to authorize use for
administrative purposes without a specific appropriation
from the State legislature. Nothing prohibits a State
legislature from appropriating such money or from attach
conditions to the use of such money, provided the money

used for UC administration.

N

ing
is

1
Draft language for State Reed Act provisions was provided 1in

UulrpPL 12-91. We recommend that, using that language as a

basis, States insert the following language 1in State law:

paragraph (1), moneys <credited with

4 Notwithstanding
2001,

respect to Federal fiscal years 1999, 2000 and

ohall be used solely for the administration of the UC
program and are not subject to appropriation by the
legislature. [Emphasis added.]

The underscored language 1is necessary only 1f the State

chooses to avoid the appropriation process. As an

appropriate the moneys without
i

alternative, a State could
n Section

subjecting them to the various restrictions found
901(c)(3), SSA. (For example, under Section 901(c)(2), SSA,
Reed Act moneys may be wused only for expenses incurred after
the date of enactment of the State appropriation.) In this

case, the following language 1is recommended:

4 Notwithstanding paragraph (1), money credited with
respect to Federal fiscal years 1999, 2000 and 2001,
shall be used solely for the administration of the UC

progranm, and such money shall not otherwise be subject

to the requirements of paragraph (1) when appropriated

by the legislature.

The House Report describes the

~c. Reasons for Change.
and providing for the

reasorr-f-Q~-1ino-reasing the _EUA ceiling

special transfers:

This provision has two main effects: (1) raising
the ceiling in the Federal Unemployment Account

[sic] limiting Reed Act transfers allows for

whole
recession

further buildup of funds pending a future
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requiring increased administrative resources; and

(2) allowing $100 million in Reed Act transfers will
assist States in the administration of their Ul
programs. (H. Rep. No. 105-149, 104th Cong. st

Sess. 106 (1997).)

5404 . BBA: Interest-Free Advances from the

Trust Fund. Under Section 1202(b)(2), SSA,
year are

7. Section

Unemployment
advances made from the FUA during a calendar

interest free if the following conditions are met:

advance 1is repaid in full before the close of

o} The
September 30 of the calendar year dinwhich the
advances were made, and

0 Following this repayment, no other advance

was made to the State during the calendar

year .

The BBA adds a third condition to Section 1202(b) (2).
"funding goals, established under
regulations issued by the Secretary of Labor, relating to

the accounts of the States 1in the Unemployment Trust Fund."
beginning after the

States must now meet

The amendment applies to calendar years
date of enactment of the BBA. The Department 1is commencing

work on the required regulations.

According to the House Committee report, this amendment is

incended to encourage solvency of State unemployment funds:

Should a State account become 1insolvent during an

economic downturn, adverse conditions can result for

Borrowing Federal

the State and its employers.
State at a time when it

funds imposes a cost on the
may face other financial difficulties. The State
may react by raising taxes on 1its employers, thereby
discouraging economic activity during a period when
its economy 1is already 1in decline. . . . The
provision vduld encourage States to maintain
sufficient unemployment trust fund balances to cover
the needs of unemployed workers 1in the event of a
recession. (H. Rep. No. 105-149, 104th Cong. st

Sess. 108 (1997).)

8. Sections 5405 and 5407. BBA: Election Workers and
Employees of Schools Operated Primarily for Religious
Purposes. Section 3304(Ca)(6)(A), FUTA, requires, as a

condition for employers in a State to receive credit against
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(F) to
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States to

worker 1f the
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an election
$1,000.

as
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(C) to
services

bparagraph
to exclude

is
which
exempt

chool which
purposes,
which

is

is

exclude services
from coverage
controlled,

to
school
upervised,
convention or
8-87. Since the
nd secondary schools,
ther nonaffiliated
ill to be

or
new

required
post-secondary

covered. (For example, day-care
schools or cemetery associations.) Both exclusions "apply
with respect to service performed after the date of the
enactment of" the BBA. With respect to election workers,
this means that, if the individual earned less than $1,000
in calendar year 1997, the services are not required to be
covered aft™~r August 6, 1997.

States are not required to exclude these services. The
Department recommends that States choosing to do so follow
the language in Federal law verbatim. However, the Jlanguage
following "religious purposes?"” in subparagraph (C) of
Section 3309(b)(1l) may be omitted if, as is commonly the
case, State law provisions relating to coverage of nonprofit
organizations are already Ilimited to those organizations
described in Section 501(c)(3), IRC, which are exempt from
tax under Section 501(a), IRC.



Coverage of Services Performed by

9. Section 5406. BBA:
of

Inmates. The BBA added an exclusion to the definition
employment in Section 3306(c), FUTA, for:

(21) service performed by a person committed to a penal
institution.

This exclusion applies only for purposes of the FUTA tax.
However, as a result of this new exclusion, States may elect
to amend their laws to exclude these services without the

employers for whom the services are performed losing credit

against the FUTA tax.

The effective date of this amendment applies "with respect

to service performed after January 1, 1994._" Should State

retroactively, amounts previously paid into

law be amended
rvices

the State"s unemployment fund with respect to these se

under the State law in effect at that time may not be

refunded to employers. This prohibition is explained 1in

UIPL 11-92.
Section 5608, BBA: State Program Integrity Activities
for Unemployment Compensation. Section 901(c)(1)(CA), SSA,
authorizes appropriations from the ESAA for assisting States
in the administration of their UC laws. (Henceforth, these

be called the "regular™ grant.) The BBA
authorization for

10.

amounts will
amended this section to create a special
State program integrity activities. Specifically, a new
paragraph was added to Section 901(c):
(5) (A There are authorized to be appropriated out
administration account to

of the employment security
activities, in addition

carry out program integrity
to any amounts available under paragraph (1) (A) (i) -

(i) $89,000,000 for fiscal year 1998;

(ii) $91,000,000 for fiscal year 1999;

(iii) $93,000,000 for fiscal year 2000;

(iv) $96,000,000 for fiscal year 2001; and

v) $98,000,000 for fiscal year 2002.

(B) In any fiscal year 1in which a State receives
funds appropriated pursuant to this paragraph, the State
shall expend a proportion of the funds appropriated
pursuant to paragraph (1)(A)(i) to carry out program
integrity activities that 1is not less than the
proportion of the funds appropriated under such
paragraph that was expended by the State to carry out
program 1integrity activities 1in fiscal year 1997.

) For purposes of this paragraph, the ternm

"program integrity activities” means initial claims
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eligibility review activities,

review activities,
control activities, and employer

benefit payments
liability auditing activities.

authorizes amounts for appropriation

Ccngress must still appropriate the
by the

This amendment merely
for integrity purposes;
If and when "integrity"™ moneys are received

amounts.
the integrity activities

States, their use ic”limited to
described in 901(c)(5)(C), SSA.

901(c)(5)(B), SSA, provides that the State

Since Section
"regular™ granted funds

must expend the same proportion of
on integrity activities as was expended in fiscal year 1997,

States may not use these 1integrity moneys to reduce
integrity costs to the "regular™ grant as determined by
fiscal year 1997 expenditures.

Employer-Provided Educational

11. Section 221, TPRA:
Assistance. Section 3306 (b) (13), FUTA, excludes from the
definition of wages "any payment made, or benefit furnished,

to or for the benefit of an employee if at the time of such
i it is reasonable to believe that

payment or such furnishing
the employee will be able to exclude such payment or benefit

from income under section 127 . . ."of the 1IRC. Section
127, IRC, excludes from gross 1income of the employee certain
paid, or expenses 1incurred, up to $5,250 1in a
calendar year, by the employer for educational assistance to
the employee. Section 127 did not apply to taxable years
nning after May 31, 1997. In the case of tax year 1997,
paid with respect to courses beginning before

amounts

beg
only expenses
July 1, 1997, <could be taken into account.

exclusion. It now applies to expenses

paid with respect to courses beginning through May 31, 2000.

applies to taxable years beginning after
administering

The TPRA extends this

The amendment
December 31, 1996 . The 1IRS is responsible for

this provision.

TPRA: Securities Brokers. For purposes
"employee,

12. Section 921,
of determining whether an individual 1is an
Section 3306 (i), FUTA, references Section 3121(d), IRC.
That section provides that, among other things, an
"employee™ is "any individual who, under the usual common
law rules applicable in determining the employer-employee

relationship, has the status of employee.

The TPRA provides a clarification concerning the employment
tax status of registered representatives of a securities
broker-dealer. It provides that "no weight shall be given
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instructions from the service recipient which are 1imposed

to
protection standards

only in compliance with investor
imposed by the Federal Government, any State government, or
body pursuant to a delegation by a Federal or

a governing
administering

State agency." The I1RS is responsible for
this provision.

The provision 1is effective for "services performed after
December 31, 1997."

Payments >f UC.

13 . Section 1024, TPRA: Continuous Levy on
Federal UC law provides that payments of UC may not be sub—
jected to levy. See UIPL 45-89. (A levy is the seizure of
a person"s property or rights to property to pay a debt.)
Although the TFRA did not amend these UC provisions, it
authorized the IRS to impose a continuous levy on certain
payments, including UC, wuntil the levy 1is released. This

continuous levy may be 1imposed on any 1individual who is
liable for an internal revenue tax and who does not pay such
within 10 days of notice and demand by the IRS.

tax
Specifically, the TPRA added new subsection (h) to Section
6331, IRC-

(@¢D) In General.--The effect of a levy on specified
payments to or received by a taxpayer shall be
continuous from the date such levy 1is first made
until such levy 1is released. Notwithstanding
section 6334, such continuous Jlevy shall attach to
to 15 percent of any specified payment due to the

up
taxpayer.

(2) Specified Payment.--For the purposes of paragraph
(1), the term "specified payment” means -

(A) any Federal payment other than a payment for

eligibility is based on the income or assets

which
(or both) of a payee,

(B) any payment described in paragraph 4
[pertaining to unemployment benefits], 7)) [workers
compensation], (9) [wages, salary and other incomel],
or (11) [certain public assistancel] of section
6334(a), and
(C) any annuity or
lroad Retirement Act or benefit under
Ilroad Unemployment Insurance Act.

pension payment under the
the

Under new Section 6331(h) (2) (C) ,
paragraph (4) of Section 6334(a), IRC, may be cont
levied up to 15 percent. Paragraph (4) applies to any
"amount payable to an individual with respect to his

unemployment (including any portion thereof payable with

any payment described in
inuously
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respect to dependents) under an unemployment compensation
law of the United States, or any State, or of the D istrict
of Columbia or of the Commonwealth of Puerto Rico." Under
this authority, the IRS may levy any payment under State or
Federal UC law, including payments under the UC for Federal
employees (UCFE), UC for Ex-servicemembers (UCX) and the

D isaster Unemployment Assistance (DUA) programs as well as
trade readjustment allowances (TRA) under the Trade
Adjustment Assistance and NAFTA-Transitional Adjustment

A ssitance programs.

The IRS may continuously levy up to 15 percent of "any
specified payment.” The amendment applies to levies issued
after the August 6, 1997, date of the enactment of the TPRA.

The continuous levy is administered by the IRS. The IRS may
implement the continuous levy through computer crossmatches
with State UC agencies. The UC agencies will be responsible
for deducting amounts levied from UC, UCFE, UCX, DUA, and
TRA and for forwarding such amounts to the IRS. As the IRS
does not pay for costs of levies, the Department is
examining the funding im plications for the UC system.

law, all State laws

Since, in accordance with Federal UC
recommends

currently prohibit the levy of UC, the Department
that States amend their laws to specifically authorize
continuous levy in accordance with Section 6331, IRC.
A lternatively, States may view Section 6331, IRC, as

superseding State law.

14. Section 1035, TPRA: Extension of Temporary Tax.
Section 3301, FUTA, imposes a tax of 6.2 percent on wages
paid in employment by employers. This tax was to have
dropped to 6.0 percent beginning in calendar year 1999.

Under the TPRA amendments, the 6.2 percent tax will remain
in effect through calendar year 2007. The tax is now
scheduled to drop to 6.0 percent beginning with calendar

year 2008.

15. Action. Appropriate staff should be advised of these

amendments.

16. Inquiries. Please direct inquiries to the appropriate
Regional O ffice.



TONY KNOWLES, GOVERNOR

PO. BOX 21149
DEPARTMENT OF LABOR JUNEALL ALAGKA 99802-1149
PHONE: (907) 465-2700
OFFICE OF THE COMMISSIONER FAX: (907) 465-2784

April 5, 1999

The Honorable Jerry Ward

Chair, Senate State A ffairs Committee
Alaska State Legislature

Room 423, State Capitol

Juneau, AK 99801

Dear Senator Ward:

I respectfully ask that you hold a hearing on HB 87, An Act
Relating to the Unemployment Trust Fund. This legislation
provides the state authority to receive federal funds for

the adm inistration of the unemployment insurance program as
required in the Balanced Budget Act of 1997.

The 1997 Act provided for a disbursement from the federal
unemployment trust fund to the state unemployment trust
fund, known as "Reed Act D istributions.” States must enact
legislation restricting the use of the Reed Act funds to the
adm inistration of the unemployment insurance program, and
not for unemployment benefits or employment services.

This bill complies with the federal requirement by providing
the state express authority to receive the Reed Act
distributions for federal fiscal years 1999 - 2001 for
purposes of administering the unemployment insurance

program.
Sincerely,
Ed Flanagan
Commissioner
EF/DP:ets



Employment Security Pivision

FACT SHEET

REED ACT

BACKGROUND:
The Social Security Act requires that the Secretary of the U.S. Department of Labor (USDOL)

provide each state with adequate funding for proper and efficient administration during the fiscal
year of the state's Unemployment Insurance (Ul) program. Despite this mandate, funding ulti-
mately depends upon what the Congress agrees to appropriate.

Though Congress had determined that the Federal government had responsibility for funding the
administration of the Ul program, no direct link was established between Federal Unemployment
Tax Act (FUTA) receipts and grants to the states. The gap between taxes collected under the
FUTA and the amount appropriated by Congress became apparent in the early years of the
program. By 1952, approximately $1 billion more in FUTA taxes had been collected than had

been appropriated for administration.

As a result, Congress passed the Reed Act in 1954 providing that funds collected from FUTA
taxes must be used for federal and state administration of the Ul or Employment Service (ES)
programs. If more funds were collected than were needed for administration, the excess funds
were to be returned to the states. Such Reed Act distributions of excess funds were made in
1956,1957, and 1958. Conformity legislation passed by each state guaranteed, as a condition
of eligibility for a share of the distribution, that these funds would be used only for administra-

tion of Ul or ES, or directly for the payment of Ul benefits.

Subsequent Reed Act distributions were, in effect, prevented by congressional action . * ,ig the

"statutory ceilings" of the various accounts within the federal Unemployment Trust Fund on four -

separate occasions (most recently in 1998). /
I

STAT175:
In FFY 98, $6.24 billion was collected in FUTA taxes; just $3.6 billion was returned to the states

for administration. The balance of the federal Unemployment Trust Fund has grown from a
1986 balance of $2.8 billion to $23.09 billion in 1998. The disparity between taxes collected
under FU'IA and the administrative funds returned to the states is at the core of the current

national debates regarding administrative funding reform.

On November 30, 1998, a Reed Act distribution of $15,934,986.93 occurred. In addition, the
Balanced Budget Act of 1997 provides for in Reed Act distributions capped at $100 million for
the fiscal years ending in 1999, 2000, and 2001. These "special" distributions may only be used
to fund administration of the Unemployment Insurance program, unlike regular Reed Act distri-



butions which could also be used to fund the administration of Employment services or the
actual payment of Ul benefits. Because of this special restriction, states must pass enabling
legislation agreeing to the limited use of these funds in order to be eligible to receive a share of

the $100 million distribution. *

Had the transfers not been "capped,” it is estimated that about $3 billion would have been
made available. These distributions are being made to ameliorate the impact of reduced admin-
istrative funding appropriations in recent years. An additional $5.2 billion is estimated for

distribution in FFY 2002 once the legislative cap is lifted.

Each state's share of the Reed Act distribution will be prorated based on the percentage of
FUTA tax receipts from that state. Alaska's estimated share of the $100,000,000 distributions is

anticipated to be between $600,000 and $700,000.

* HB 87 & SB 63 were both introduced before the Alaska Legislature on 2/20/99. These the
bills provide the language required by the federal government to allow Alaska to receive its
share of the $100 million being distributed over the three year period.

Revised 2/23/99
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BY THE SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

SENATE BILL NO. 63
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - FIRST SESSION

Introduced:  2/10/99
Referred: State Affairs, Finance

A BILL

FOR AN ACT ENTITLED

"An Act relating to money credited to the account of the

state

1-GS1024.A

in

the

unemployment trust fund by the Secretary of the Treasury of the United States;

and providing for an effective date."

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

* Section 1.

INTENT. It is the intent of the legislature that the state be eligible under the

Balanced Budget Act of 1997, P.L. 1005-33 and 42 U.S.C. 1103 (sec. 903, Social Security

Act) to have the Secretary of the Treasury of the United States credit the state’s

unemployment trust fund with money for the purpose of administering the unemployment

compensation program.

*Sec. 2. UNEMPLOYMENT TRUST FUND. Notwithstanding AS 23.20.145(f), money

credited to the account of this state in the unemployment trust fund by the Secretary of the

Treasury of the United States from the effective date of this Act through September 30, 2002

under 42 U.S.C. 1103 (sec. 903, Social Security Act) shall be used, after enactment of an

appropriation law, solely for the administration of the unemployment compensation program.

SBO063A

-1-
New Text Underlined [DELETED TEXT BRACKETED]

SB 63
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1 Money credited under this section is not otherwise subject to the requirements of
2AS 23.20.145(f)(1) - (3).
3 * Sec. 3. DEFINITIONS. In this Act,

(1) "unemployment trust fund" means the fund established in

4
5 AS 23.20.135(a)(2);

6 (2) "administering 'he unemployment compensation program"” and
7 "administration of the unemployment compensation program™ mean the Department of Labor’s
8 activities relating to the collection of contributions and the payment of unemployment
9 compensation benefits under AS 23.20.165 - 23.20.530.

10 * Sec. 4. REPEAL. Sections 1 - 3 of this Act are repealed October 1, 2002.

11 * Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

SB 63 -2- SBO063A
New Text Underlined [DELETED TEXT BRACKETED]
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HOUSE COMMITTEE REPORT
(i)

Date Referred to Committee: March 5,1999 FURTHER REFERRALS:

Date of Committee Action:

The FINANCE Committee considered: HB 92

HOUSE BILL NO. 92 MUNICIPAL TAXATION OF ALCOHOL

"An Act relating to municipal taxation of alcoholic beverages."”

[ ] the same title

recommends it be replaced
[ 1 a new title

with the following committee substitute

[ Jadditional referral to Committee
( Iattached amendments)

ADOPTS: Letter of Intcr
ATTACHES NEW FISCAL NOTE(s): Bipd APPROVES PREVIOUS:
I ] fiscal note(s) fiscal note(s) ~~pCvtN (*~T)

[ 1zero fiscal note(s) n fxl zero fiscal note(s) CNsT)



Bill Version: HB 92

:%gégﬁﬁ%é$$m“ FISCAL NOTE (H) Publish Date:  3/5/99
Revision Ca:e: Oeot. Allectefl: Ccnmuni:v & Reo.onai A fa:s
Title An Ac: re'’cV'C :0 ™ -r.cira :aja:>cn cRJ'
of aiccroiic ceveraces Ccrrocnen!
Sponsor: REPRESENTATIVE DAVIS
Requestor: House CRA Committee COMPONENT SERIAL NO.

Expenditures* Revenues: sThousands ol Dollars)
OPERATING FY 00 FY 01 FY 02 FY 03 FY04 FY 05

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 0.0 0.0 0.0 0.0 0.0 0.0

REVENUE FUND SOURCE:

FUNDING: (Thousands of Do lars)

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

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current (FY99) impact S none
ANALVSIS:  (Attach a separate page if necessary)

Enactment of fnis leg-sictior v.co'd net hove significant fiscci impact on rre ceportment.

Prepared bv: Remond Henderson. Director Phone:  465-4709
Div.sion: Division ol Administrative Services Date: 2/22-99
Date: ZZ@

Approved by Commissioner: _

Agency: Community 4 Regional Affairs
PREPARER TOPROMCE AL DISTRBUTION GOPIES TOGOVERNCRS LEAS AIMEGHCE

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

COMMITTEE COPY



No: 2

FISCAL NOTE sill version: HB 92

STATE OF ALASKA (H) Publish Date: 3/5/99

1999 LEGISLATIVE SESSION

Revision Date/Time (Note il correction) Dept. Affected Revenue

Title Municipal taxation of alcoholic beverages BRU ABC Board
Component  ABC Board

Sponsor Rep. Davis

Requester House C&RA Committee Component Serial No.

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005

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

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health
Other (Soecify Type)

TOTAL 0.0 0.0 0.0 00 0.0 0.0
Estimate of current year (FY99) cost: 0.0
POSITIONS
Full-time
Part-time
Temporary

anatysis: (s esmdealreess)

Prepared by Phone 465-2301
Division

3Dy
Commissioner

Agency
PREPARER TO PROVICE ALL. DISTRIBUTION OOPIES TO GOVERNOR'S LEGASLATVE CFHCE
For futher ddtribution infomation, call the Govemar's Legidative Clice
COMMITTEE COPY
figdR - 2225

Page 1d 1



No:
L Version: hr 97
FISCAL NOTE W FTOIT shC

STATE OF ALASKA
1999 LEGISLATIVE SESSION

Revision Date/Time (Note il correction) March 3,1999 Dept. Affected  Revenue

Title Municipal Taxation of Alcohol BRU Revenue Operations
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*' The proposed legislation may cause the state to lose a small amount of state alcohol tax revenues. This revenue loss

would be due to the decrease in consumption because of an increase in price. The percentage change in quantity
consumed as a result of a percentage change in price is called the price elasticity of demand. If we assume that some
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greater tax on alcohol Is sorely heeded

By MATT FELIX

It appears that $30 million is a
lot of money to everyone but politi-
cians. Tliu.’s how much money a
dime-a-<irink tax on alcohol would
bring into the state treasury. Add-
ing a quarter to a drink would
bring in about $50 million.

To date, no one in a position of
power has made this simple pro-
posal to increase state income de-
spite our revenue shortfall.

State taxes on alcohol haven’t
been raised since 1983, and that
was the only increase since state-
[mjfefBd. The federal tax hasn't beep
Ajusted but once since the Kore-
./n war. Both tax increases were
very small and did not keep up
with inflation during that period.

The present state tax on alcohol

amounts to 3.3 cents for a beer, 4
cents for a glass of wine, and 4.5
cents for a mixed drink. This mini-
mal excise tax brings in approxi-
mately $15 million to the Alaskan
treasury. A dime-a-drink is not ad-
equate in light of the expenses that
alcohol abuse causes in our state.
The estimated yearly costs to the
state taxpayer range from $90 mil-
lion to as much as $150 million.

Whatever the cost is, it clearly
appears that the state is not taxing
the liquor industry, but is instead
supporting it with public funds.

The dime-a-drink proposal con-
sidered three years ago now ap-
pears inadequate to bring this situ-
ation into a better balance. Per-

haps a quarter-a-drink increase
should be considered to bring re-
lief to the taxpayers of Alaska.
The alcohol industry cries foul
when discussing a tax increase
saying its product is taxed at r.
greater rate than other products.
That’s true, but the type of tax ap-
plied to them is a special tax
called an excise tax, which is often

Whatever the cost is, it clearly appears
that the state is not taxing the liquor
industry, but is instead supporting it with

public funds.

applied to non-essential items such
as alcohol, jewelry or items of lit-

the English parliament during tfie
gin epidemic ofth'e"I740"as a way
of curbing abiise "while providing
for the increased policing costs.

Perhaps Alaska could take a
lesson from this history. Excise
taxes, when used this way, are not
taxes but more like user fees. Indi-
viduals who don’t drink pay no
taxes, but those who drink a lot
pay the most excise taxes.

This is as it should be, for those
who drink excessive amounts
cause the most problems and sub-
sequent expenses to the public.
Studies show that heavy drinkers
make up 15 percent of the total
drinking population, but they,
drink 78 percent of all the alcohol
consumed.

The Legislature has taken the
view of "no tax at any cost." Law-
makers may want to reconsider
this unique imbalance of revenue
to expenditures.

The cost of alcohol abuse in
Alaska will continue to be ex-
tremely high due to the high rate
of consumption. We Alaskans
drink more than most populations
and drink nearly a gallon more of
pure alcohol than the national av-
erage. During the 1980s, Alaskans
drank an average of more than

four gallons annually of pure alco-
hol per person over the age of 14
years.

This extreme drinking has
com£ down some over the last 10
NeaW bW ifslill ti'drie tflhd high-
est levels in the country.

One only needs to ask a police-
man, prosecutor, or judge about
the costs associated with this level
of drinking. Check the police re-
port printed daily in the Empire.
Research shows that 74-80 percent
ofall crime is committed while un-
der the influence of alcohol.

Consequently, 75 percent of the
prison population committed their
crime while intoxicated. The
health care system, including
Medicare and Medicaid, are simi-
larly impacted. It is estimated
that one third of all general hospi-
tal admissions in Alaska are exac-
erbated by alcohol.

The governor recently stated
that 7 out of 10 child-abuse calls to
the state are alcohol related, and
Alaska's high rate of divorce is in-
fluenced greatly by excessive
drinking. However one measures
the cost, in dollars or lives de-
stroyed, the costs of alcohol abuse
in Alaska are unacceptable.

The single most important act
to reduce this tragedy is to raise
the price of alcohol. This is a les-
son known to researchers and con-
firmed in Alaska through the to-

baccotax.. &

With an Increase hi price, the
reduction in consumption of alco-
hol would occur most among our
youth just as it has with tobacco.
Alcohol is a major factor in the
three leading causes of death for
young people ages 1524 - acci-
dents, homicides, and suicides.
According to the National Bureau
of Economic Research, the higher
the taxes on alcohol the more lives
saved in the young age groups.

Many politicians now in office
campaigned on family issues.
They should know .jhat. over half,
the domestic violence in Alaska is
attributed to alcohol abuse,

Raising money is a major con-
cern for the state right now but my
personal issue is improving the
health and safety of Alaskans.

The single most influential ac-
tion to improve the health and
public safety in this state would be
to lower the per-capita consump-
tion of alcoholic beverages by rais-
ing the price. The legal debates in-
volving divorces, homicides, as-
saults, drunk driving, rape, and al-
cohol commitments have left me
convinced that the Legislature, not
the courts, must find solutions to
these crises. There may be a
shortage of political will. It will
take a great deal of political will to
overcome the moneyed liquor lob-
byists entrenched in Alaska poli-
tics. Someone out there must think

that $25 million to $50 million is a .

lot of money.

Matt Felix is tha clinical di-
rector at Gastineau Human Ser-
vices. He developed the Depart-
ment of Health and Social Ser-
vices for the City of Juneau and
was tho state director of Alco-
hol and Drug Services for seven
years.
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Alaska State Legislature

Representative Gary Davis

HOUSE BILL 92

SPONSOR STATEMENT

"An Act relating to municipal taxation of alcoholic beverages™

In these days of declining revenues and increasing costs, local governments are
looking for different avenues to pay for local services. House Bill provides a new
option to do this, but only if approved by a majority vote of the local citizenship.

House Bill 92 amends the statutes to allow-NOT require-municipalities to impose
a sales tax on alcoholic beverages regardless of whether there is a tax on other
kinds of sales. The interpretation of current statutes is that only municipalities
with a sales tax on other sales may impose a sales tax on alcohol and then only at
the general sales tax rate. This legislation would allow municipalities to impose a
sales tax that is equal to, lower than, or higher than, the general sales tax rate.

Local voters would have to decide whether to impose a sales tax on alcohol. As
with other municipal taxes, the sales tax on alcoholic beverages and its rate cannot
be imposed without approval of the voters in the municipality.

Laws are continually passed that have a direct financial impact on municipalities.
For example, state and federal laws require municipalities to care for and protect
public inebriates; however, sufficient funding is not always provided for these
activities. Such costly services can include public safety, care for inebriates, and
alcohol-related social and health problems. This legislation enables municipalities
to address these budgeting problems along with others. It provides them with a

new option.

HB 92/SS/2/10/99

Session:  Stale Capitol, Juneau, AK 99801 « Phone 907/465-2693 or 800/463-2693 « Fax 907/465-3835
Interim: 145 Main St. Lp., Stc. 223, Kenai, AK 99611 « Phone 907/2S3-7095 or 907/224-2051 « Fax 907/283-3075
Email: Represcntaiive_Gary_Davis@'legis.statc.ak.us



A laska State Legislature

Representative Gary Davis

SECTIONAL ANALYSIS

House Bill 92

“An Act relating to municipal taxation of alcoholic beverages”

Section 1:

Section 2:

PS92/SA2/10/99

Amends AS 04.21.010(c)(2), regarding municipal regulation, to allow
municipalities to impose a sales tax on alcoholic beverages regardless
of whether they have a sales tax on other sales. Current statute allows
a sales tax on alcoholic beverages only if a sales tax exists on other
sales. It also allows the municipality to set the sales tax on alcoholic
beverages at a rate equal to, higher or lower than, the sales tax on

other sales.

Deletes AS 04.21.010(c)(3), which allows municipalities having sales
taxes on alcoholic beverages prior to July 1, 1985, to continue to tax
alcoholic beverage sales. This section is no longer needed as all
municipalities may impose a sales tax on alcoholic beverages.

Amends AS 29.45.650(a), regarding borough sales and use tax, by
removing the reference to AS 04.21.010(c) in the exceptions.
Because municipalities would no longer be restricted in placing a
sales tax on alcoholic beverages, this exception is no longer needed.

Session: Slate Capitol, Juneau. AK 99801 « Phone 907/465-2693 or 800/463-2693 « Fax 907/465-3835
Interim: 145 Main S Lp,, Sic. 223, Kenai, AK 99611« Phone 907/283-7095 or 907/224-2051 « Fa* 907/283-3075

Email: Reprcsenutive_Gary_Davis@lcgis.staie.ak.us
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ferred to the nv-z-aipalKy in * hjch the property was
seized" 'ii tl.e tr_“ sentence .r. subsection <hu

NOTES TO DECISIONS

Fornerlaw construed. — See Territory ofAlaska
v. 186 Cases of NLied Intoxicating Liquors. 10 AJaska
414 1944
Collaterrd reference*. — 45 Am. Jur. 2d. Intoii- Lawfulness of seizure of property u»ed in vioi.n
eating Liquors, 486-532. of law as prerequisite to forfeiture action ornr,,
48A C.J.S., Lntaneating Liquors, ii 365-397. ing. 8 ALR3d 473. *x

Forfeiture of property used in connection with in-
toxicating liquor before trial of individual offender. 3

ALR2d 738.
Chapter 20. General Provisions.
[Repealed. § 12 ch 131 SLA 1980. For current law, see AS 04.21.)
Chapter 21. General Provisions.
Section Section
10. Municipal regulation 40. Sales on federal reservations
15. Private manufaaure of alcoholic beverages 50. Proofof age
20. Civil Lability of persons providing alcoholic bev- 55. Refusal of service
erages 60. Warehousing of alcoholic beverages
25. Alcohol server education course 65. Posting of warning signs
30. Responsibility of Licensees, agents, and employ- 70 Enforcement
ees 80. Definitions

Sec. 04.21.010. Municipal regulation, (a) A municipality may adopt ordinance*
governing the importation, barter, sale, and consumption of alcoholic beverages within
the municipality and may ban possession of alcoholic beverages under AS 04.11.491(aX5).
An ordinance adopted under this section may not be inconsistent with this title or
regulations adopted under this title. In a municipality that has adopted a local option
under AS 04.11.491laX 1« >2), or (3), an ‘ordinance is not inconsistent with th’is title if it
limits

(1) the monthly amounts of alcoholic beverages a person may import into the
municipality;

(2) the percent of alcohol by volume that an alcoholic beverage may contain; a y»'™*
imposed under this paragraph may not be less than 40 nor more than 76 percent alcohol
by volume; or

(3) the type of alcoholic beverage container that may be possessed in the municipality.

(b) After the adoption of a local option under AS 04.11.491(a), a municipality may
adopt an ordinance making the sale, importation, or possession of alcoholic beverage* a
misdemeanor to the extent prohibited under the local option. The ordinance may not b*
inconsistent with this title or the regulations adopted under this title.

(c) A municipality may not impose taxes on alcoholic beverages except a

fl) property tax on alcoholic beverage inventories;

(2) sales tax on alcoholic beverage sales ifsales taxes are imposed on other sales withia
the municipality:

i3i sales tax on alcoholic beverage sales that was in effect before July 1, 1985; and

'4) sales ana use tax on alcoholic beverages if the sale of alcoholic beverages within th#
municipality has been prohibited under AS 04.11.491<ax 1), (4), or 15).

id) At least 10 days before the date set for municipal action on an application for th#
issuance, renewal, relocation, or transfer of ownership of a proposed license, tha
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Gereral Provision?

§ 04.21.020

municipality shall provide written notice of the proposed action and the time and place

for a hearing to a community council that

«1« Isestablished by municipal charter or ordinance to advise the municipal governing

body; and

*2* has jurisdiction over the area affected by the proposed action. (§ 4 ch 131 SLA
19S0: am § 20 ch 74 SLA 1985; am § 19 ch 93 SLA 1985; am§ 9 ch 80 SLA1986; am

88 11. 12 ch 156 SLA 1988; am 8§ 50 -

Effect of amendment*. — The 1995 amendment,
effective July 1. 1995, made section reference subiti-
tutions m lubeectuns la) and Ic); in lubaection 'a),
edded the last sentence in the introductory language
and added paragraphs (1 M3); and rewrote subsection
<bv ,

Legislative history report*. — For secuonal
analysis of CS SSSB 239, the predecessor of FCCSSB
239 ch. 131. SLA 1980), see 1980 Senate Journal
Supplement So. 23. April 1. 1980.

For Senate letter of intent relaung to the amend-
mer.ta to a> and ciofthis section by secs. 11 and 12.

52 ch 101 SLA 1995)

ch. 156. SLA 1988 1HCS CSSB37] 'Jud'am H . see
1988 Senate Journal 2939.

Opinioes of attorney general.— Anchorage Mu-
nicipal Code 10.50.030 and 10.50.035, which estab-
lished guidelines for wbm the Assembly wtll exerase
its protest authority under AS 04.11.480. are not
inconsistent with this title, are not in excess of the
municipality'.'! authority, and are not unreasonable
February 25. 1986, Op. Atty Gen.

Ordinance regulating where licenses may be located
did not exceed the borough's authority. October 23.
1991, Op. Att'y Gen.

NOTES TO DECISIONS

Sales tax. — Paragraphs fcX2) and <c<3i of this
section, when read together, bar a municipality from
taring only the sale of alcoholic beverages and further
require that if sales taxes are imposed on other
commodities, then the rate of taxation on the tale of
alcoholic beverages may not exceed the rale of taxa-
tion imposed upon such other commodities tales.

Collateral reference*. — 45 Am. Jur 2d. Lntoxi-
eating Lquors, { 27.

46 C.Jh.. Intoxicating Liquors. § 213.

Provision as to tale of liquor to women aa affecting
validity of regulatory statute. 9 Axit2d 541.

Vaudity and construction of measure prohibiting
retad alcoholic beverage seller from furnishing free
food or dnnk. 66 ALR2d 758.

Validity and construction of statute or ordinance
requiring or prohibiting posting or other publication
of price by liquor dealer. 89 ALR2d 901,60ALR3d 740.

Validity and construction of statute or ordinance

Lagos v. Citv k Borough ofSitka. 823 P.2d 641 (Alaska
1991).

A Sitka ordinance which taxed the sales of alcohohr
beveragej at a four percent higher rate than tales
made on other commodities within the atv and bor-
ough of Sitka violated this section. Lagos v. City &
Borough of Sitka, 823 R2d 641 (Alaska 1991 -

respecting employment of women in places where
intoxicating liquors are sold. 46 ALR3d 369

Validity of municipal regulation more restrictive
than state regulation as to time for selling or serving
intoxicating liquor. 51 ALR3d 1061.

Validity, construction. and effect of statutes, ordi-
nances, or regulations prohibiting or regulating ad-
vertising of intoxicating liquors. 20 ALR4th 600

Validity and construction of statute or ordinance
making it offense to have possession of open or un-
sealed alcoholic beverage in public place. 39 ALRith

Sec. 04.21.015. Private manufacture of alcoholic beverages, (a) Except as pro-
vided in (b) of this section, the provisions of this title do not apply to the private

manufacture of alcoholic beverages.

<> This section does not apply to AS 04.16.050, 04.16.051, 04.16.080; AS 04.21.010.
04.21.020; alcoholic beverages manufactured in a quantity that exceeds the limit imposed
on private manufacture under federal law; or an area that has adopted a local option lanw
under AS 04.11.491. (5 1ch 88 SLA 1989; am 4 53 ch 101 SLA 1995)

Effect of amcadtaeaU. — The 1995 amendment,
effecuve July 1. 1995, made a section reference sub-
stitution in subjection Lb).

Sec. 04.21.020. Civil liability of penaona providing alcoholic beverages, a- A

person who provides alcoholic beverages to another person may not be held civilly liable
for injuries resulting from the intoxication of that person unless the person who provide?
the alcoholic beverages holds a license authorized under AS 04.11.080 — 04.11.220, or i?
an agent or employee of such a licensee and



§ 29.45.590 Municipal Government 716

"other property taiable by the municipality * City of
Valdez v. Slate. Dep'l of Community k Region*! Af-
fairs. 793 P2d 532 'Alaslti. 1990i

Sec. 29.45.590. Limited property taxing power for second class cities. Asecond
class city may by referendum levy property taxes as provided for 6rst class cities.
However, levy of an ad valorem tax by a second class city may not exceed two percent d"
the assessed value of the property taxed, except that the limit does not apply to a levy
necessary to avoid a default upon payment of principal and interest of bonded or other
indebtedness that is secured by a pledge to levy ad valorem or other taxes without limit
to meet debt payments, i8 12 ch 74 SLA 1985; am } 1ch 123 SLA 1994; am § 8 ch 40 SLA
1995)

Effect of Amendment*. — The 1994 amendment. The 1995 amendment, effective August 23, 1995,
effective September 26. 1994. subeututed “two per- inserted "ofan ad valorem tax* near the beginning of
cent' for "ooe-h*If of one percent' near the beginning the second sentence,
of the second sentence.

Sec. 29.45.500. Combining property tax with incorporation of a second class
city. A petition for second class city incorporation may request that a property tax
proposal be placed on the same ballot. The petition must state the proposed tax rate. The
petition may request that incorporation be dependent on the passage of the property tax
proposition. Lfso, the incorporation proposition fails if the property tax fails. (§ 12 ch 74
SLA 1985)

Article 4. Borough Sales and Use Tax.

Section Section
650. Sales and use tax 680. Combining tales and use tax with incorporation
660. Notice of sales and use tax ofa borough

670 Referendum, adoption, and modification

Sec. 29.45.650. Sales and use tax. (a) Except as provided in AS 04.21.010(c) and in
If) and (h) of this section, a borough may levy and collect a sales tax on sales, rents, and
on services provided in the borough. The sales tax may apply to any or all of these
sources. Exemptions may be granted by ordinance.

(b) A borough levying a sales tax may also by ordinance levy a use tax on the storage,
use, or consumption of tangible personal property in the borough. The use tax rate must
equal the sales tax rate and the use tax shall be levied only on buyers.

(c) Aperson who furnishes proof, in the form required by the borough tax collector, that
the person has paid a sales tax on the source on which a use tax is levied by the borough
is required to pay the use tax only to the extent of the difference between the amount of
the sales tax paid and the amount of the use tax levied by the borough. This subsection
applies to a sales tax levied in any taxing jurisdiction whether inside or outside the state.

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

(e) A borough may provide for the creation, recording, and notice of a lien on real or
personal property to secure the payment of a sales and use tax, and the interest,
penalties, and administration costs in the event ofdelinquency. When recorded, the sales
tar lien has priori.v over all other bens except (1) Uens for property taxes and special
assessments: ®>liens that were perfected before the recording of the sales tax lien for
amounts actually advanced before the recording of the sales tax Uen; (3) mechanics’and
materialmen's Uens for which claims of Uen under AS 34.35.070 or notices of right to Uen
under AS 34.35.064 have been recorded before the recording of the sales tax Uen. This
subsection applies to home rule and general law municipaUties.



MNIA A § 29.45.660
(f) A borough may not levy and collect a sales tax on a purchase made with (1 >food
gpopons. food stamps, or other type of certificate issued under 7 U.S.C. 2011 — 2025 <ood
Stamp Act); or i2) food instruments, food vouchers, or other type of certificate issued
onder 42 U.S.C. 1786 (Special Supplemental Food Program for Women, Infants, and
Children'. This subsection applies to home rule and general law municipalities.

(0) (Repealed, § 2 ch 159 SLA 1990.]

(h> A though may not levy or collect a sales tax on sales, rents, and services, or a use
ttix on the storage, use, or consumption of personal property on the following activities:

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

(2) the sale, lease, rental, storage, consumption, or use of tangible personal property
placed on or used aboard an orbital space fa'iiiry, space propulsion system, or space
vehicle, satellite, or station of any kind, "egardlecc of whether the tangible personal
property is returned to this state for -'josequent use. storage, or consumption; an
exemption under this paragraph is not a 'ected by the failure of a launch to occur, or the
destruction of a launch vehicle or a component ofa launch vehicle. (§ 12 ch 74 SLA 1985;
am 58 3, 4 ch 38 SLA 1986; am § 1ch 20 SLA 1987, am } 2 ch 30 SLA 1988; am & 1,
2 ch 96 SLA 1989; am 55 1, 2 ch 159 SLA 1990; am & 4.5 ch 88 SLA 1991)

NOTES TO DECISIONS

Annotator's note*. — The cases oted in Lhi note
below w tr decided under former, similar provisions.

Evolutionary development of preeent lan-
guage of eabeectioa (a). — See Libcrati v. Bristol
Bay Borough. 584 Pid 1115 (AJaeka 1978).

Subjection (a) of Lbia section permit* a eelec-
tive sales tax. Libtrab v. Brutol Bay Borough, 584
P2d 1115 Alaska 1978).

Thi* aection Mate* no lim it* on what may be
exempted. Libermu v. Bristol Be Borough. 584 P.2d
1115 IAlaska 1978*.

And there ia nothing in the statute which
expreealy requires a general tax. Libersti wv.
Bristol Bay Borough. 584 P-2d LI15 (Alaska 1978).

The term ‘sales tax* carries no connotation of gen-
erality. Libersti v. Bristol Bay Borough, 584 P.2d 1115
(Alaska 1978).

The city of Homer bed lax, based upon the actual

Collateral references. — 63 Am. Jur. 2d, Sales
and Use Taxes, | 1« seq.

rental ofaroom, and Imposed, computed and collected
according to traditional tales tat roethoda, ia a sales
tax within the meaning of this se Citv of Homer
v. Gang). 650 P.2d 396 AJaaka 191

A real property lien is beyonc rope of what
may be “necessarily or fairly implit rincident to’
the authority to collect a sales tax. Fairbanks N Star
Borough v. Howard. 608 P2d 32 'Alaska 1980

Successor liability. — Subsection >* of this sec-
tion does not provide for successor liability, unless
done through ajen on the real and personal property
of a 'seller.* i.e the business, mumapalLues' attempt
by ordinance to hold successor owners personally
liable for delinquent sales taxes would effectively
eliminate paragraph <eX2) of this section Lien pnoncy
and was. therefore, invalid. Kenai Peuinsula Borough
v. Associated Grocers. 889 P.2d 604 (Alaska 1995'.

Sec. 29.45.660. Notice of sales Sad use tax. «a) If the borough levies and collects
only a sales tax and use tax, the assembly shall provide a notice substantially in the form
set out in AS 29.45.020. In providing notice under this subsection, the assembly shall
substitute for the millage equivalency its estimate of the equivalent sales tax rate for
each_dofdthe categories of financial assistance set out in AS 29 45.020. Notice shall be
provide

‘1) by publishing in a newspaper of general circulation in the borough a copy of the
notice once each week for a period of three successive weeks, with publication to occur not
later than 45 days after the final adoption of the borough's budget: or

*2) if there is no newspaper ofgeneral circulation in the borough, by posting a copy of
the notice for at least 20 days in at least two public pLces in the borough, with posting
to occur not later than 45 days after the 6nal adoption of the borough's budget.
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(b) Compliance with the provisions of this section is-a' prerequisite to receipt
municipal tax resource equalization under AS 29.60.010 — 29.60.080 and pngi®
revenue sharing for municipal tiervioesunderAS 29.60.100-—29.60.180. The department

shall withhold annual allocations under those sections until municipal officials demons
strate that the requirements ofthin section have been met. (8 12 ch 74 SLA 1985; am §

ch 75 SLA 1997) - uvr .o «ift&V 1 ilz%V o
o * i, e Sem<i .rt o "™'sir A-fd
1IEffect ofamendment*. — The 1997 amendment, ™ r-c x ° rl." . Titue
effective July 1, 1997, rewrote the firat aentence of . , .5 kkcA
subsection (D). e 21 . . LR
il--- .- /—e VAl L mj,. L0130 TV --y u; ey, Wri'wW

l

SeSec. 29.45.670. Referendum, adoption, and modification. A new sales and use
tax or an increase in the rate oflevy ofa sales tax approved by ordinance does not take
effect until ratified by a majorlty ofthe voters at an electlon (8 12 ch 74 SI»A 1985)

.° -l J.. o0 14, oo 't

"iSec. 29.45.680. Combining sales and use tax with incorporation ofa borough.’
A petition for incorporation ofat rough may requestthat a sales and use tax proposition
be placed on the same ballot. The petition must state the proposed tax rate. The petition
may request that incorporation be dependent on the passage ofthe tax proposition; ! 'ao
the incorporation proposition fails if the tax proposition fails. (5 1 ch 3 SLA 1989) ,-

oy * - "A
Editor™ note*. — Section 2, ch. 3, SLA 1989 Legislative hiatory report*. — For governor*
provides that this section is retroactive to January 1, transmittal latter, see 1989 Senate Journal 48.
1987.
D%
Article 5. City Sales and Use .Tax. >r
Section 9
700. Power oflevy. ' - ' » R _«S.
710. Combining sales and use tax with incorporation . Bttt s 1 « .. -fc
of a second class dty ., AV N " ' . i, -0
1 1 1 ..' 1* ° ° 1. > L}

T e > |

-Sec 29.45.700. Power of levy! (a) A city in a borough that levies and collects

areawide sales and use taxes may levy sai is and use taxes on all sources taxed by the

borough in the manner provided for boroughs. Except as provided in (d) of this section,

the assembly may by ordinance authorize a city to levy and collect sales and use taxes on
other sources. > om* e ¥ ” 4

"(b) Adty in a borough that does not levy and collect sales and use taxes for areawide

borough functions may levy and collect sales and use taxes in the manner provided for
boroughs. oo 1

(c) A dty outside a borough may Ievy and collect sales and use taxes in the manner
provided for boroughs. ’ *oe¥ £
(d) Adty that levies and collects sales and use taxes under (a) ofthis section may not
levy and collect a sales tax on a purchase made with (1) food coupons, food stamps, or
other types ofcertificates issued under 7 U.S.C. 2011 — 2025 (Food Stamp Act); or (2) food
instruments, food vouchers, or other type of certificate ist ed under 42 U.S.C. 1786
(Spedal Supplemental Food Program for Women, Infants, ana Children). This subsection
applies to home rule and general law muniripalities. (8 12 ch 74 SLA 1985; am § 5 ch 38
SLA 1986; am 88 51, 52 ch 14 SLA 1987; am § 2 ch 20 SLA 1987) . .

52, ch. 14, SLA 1987, *ee 1987 Houae JournaISuppIe

Legislative hiatory report*. — Foran analysisof
meftt No. 11, May 17,1987, p. [. ...

the amendment* to this section mad* by H 51 and

Sec. 29.45.710. Combining sale* and use tax with incorporation of a second
class city. A petition for incorporation ofa second class dty may request that a sales and
use tax proposal be placed on the same ballot. The petition must state the proposed tax
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King Cove, Alaska 99612

March 4,1999

Representative Gary Davis
State Capito! - Room 513

Juneau. AK 59801-1182
(faiad to 465.3835)

Dear Representative Davis:

I am very pleased to learn of your sponsorship of House Bill 92. | ara very supportive of
this measure and am willing to help advocate it to other local governments.

Aboutayearago, 1requested the King Cove City Council to impose an increase (i.e.
higher than our 3% general sales fix) inlocal sales tax on alcoholic beverages only to learn

that it wasn’t allowed under State statute.

It is very clear to me that alcohol related activities have a direct relationship to (he magnitude
of services provided by our City police and clinic departments. A higher alcohol tax rate
would help us offset the adverse impacts to the City budgetin dealing with the alcohol

related costs.

We would welcome the opportunity to have local voters decide on whether to impose such
a tax. Thank you for taking action on this very important issue.

Sincerely,

Henry Mack
Mayor

Alex L Mattie Samuehon Office Building
907-497-2340 (pfcoae)
907-497-2594 (fax)

Email « kingcortQ poboxjilatkaM |

4@



IWOR m CITV COUNCIL
POtt O ffice BOX 1397. KODIdK. 4W9M 99615

leLGPHOMe (907) 486-8635
f4X (907)486-8600

February 28, 1999

Representative Gary Davis
State Capitol
Juneau, Alaska 99811

Dear Representative Davis:

Thank you forthe foresight to sponsor legislation to address alcohol related social and law enforcement co ,ts
incurred by local government. The City of Kodiak supports HB 92. Although some may view this .sa
revenue source the City of Kodiak views it as one alternative to address costs of alcohol abuse and misuse
now absorbed by the general taxpayer. The provision requiring a vote of the people is prudent ai.d a

reasonable protection to the liquor industry.

The statistics on alcohol related crime and social problems more t.ian justify a method to tax the cause.

Sincerely,

CITV' OF KODIAK

Mayor

cc:  City Council
Senator Jerry Mackie
Representative Alan Austerman
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217 Second Street, Suite 200 m Juneau, Alaska 99801 = Tel (907)586-1325, Fax (907)-453-5<80
Alaska Conference of Mayors

February 19, 1999

Representative Gary Davis
State Capitol
Juneau, AK 99811

Dear Representative Gary Dauvis:

Thank you for your introduction of HB 92, “An Act relating to municipal taxation of alcoholic
beverages.” This issue has been a top priority for the Alaska Municipal League and the Alaska
Conference of Mayors for several years, and given the current state budget situation, it is even
more important than ever. As pressure increases more and more on local sales and property taxes,

municipalities need additional tools to pay for public services.

Under state statute adopted years ago, a special exemption on alcohol sales was granted which
prohibited local voters from establishing a higher level on sales tax on alcohol in their
community. We would like to stress that this is not a new tax, but only removes that restriction,
and could only be done with the approval of local voters. Alcohol abuse is the number one
health and public safety problem in Alaska and alcohol sales should not receive a special

exemption.

As you are aware, costs to local taxpayers related to the use of alcohol are stunning. Some ofthe
alcohol-related costs include:

» Police costs for alcohol-related felonies and misdemeanors
» Police costs to transport public inebriates

» Emergency medical services

* Hospital emergency care costs

e Prosecutions
* Direct treatment and rehabilitation of alcohol abusers

* Increase costs of youth and family services related to alcohol use
» Repair to property damage to public facilities
» Health insurance costs paid by local governments and school districts to treat alcohol-

related health problems

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



According to a fact sheet provided by Anchorage’s Community Health Promotion Program last
year, alcohol is involved in:

* 60 percent of motor vehicle crash fatalities
* 65 percent of suicide attempts

* 56 percent of total assaults

* 56 percent of domestic violence

» 53 percent of sexual assaults

e 34 to 50 percent of homicides

» 83 percent of child abuse.

V/e recognize the state may continue reducing support for services because of revenue shortfalls.
As that burden increases on local taxpayers, it is critical they be given the proper tools to take on
those burdens. Passage of KB 92 will provide an option to the voters of a community who are
best able decide how they want to allocate their taxes to provide critical local services.

Again, our sincere thanks for recognizing the importance of this issue and if you need any
additional information, please let us know.

Executive Director



ALASKA STATE

H ospital & N ursing H ome

ASSOCIATION

February 25,1999

Representative Carl Morgan
Capitol Building, Room 409
Juneau, AK 99801-1182

Dear Representative Morgan:

On March 4, 1999, the Community and Regional Affairs Committee will be
hearing HB92 that lifts the restriction on municipal taxation of alcoholic beverages.

On behalfofthe Alaska Association of Hospitals and Nursing Homes, | am
writing in support of HB92. The cost of public inebriation in most of our cities and
villages comes in several forms for hospitals. There is the issue of unrcimbursed costs of
direct care, the supplies and services that are provided in treating the individual. Second,
there is the indirect cost of damaged equipment, linen, furniture, etc. as individuals get
into or out of hospitals. Third is the cost for security staffing. There are many anecdotal
stories that could highlight any one of these areas - which I am sure will be defined in
testimony. | will not detail them here but would ask for your support of this bill.

HB 92 would give municipalities the opportunity to put the issue before the voters
and let them decide whether the added revenue from a tax on alcoholic products would be

beneficial in dealing with the costs of the results of alcohol consumption.

Thank you for your consideration of our letter of support.

Sincerely yours,

Laraino L. Derr
President/CEO

426 Main Street
. Juneau, AK 99801 « (907) 586-1790 « Fax (907) 463-3573
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