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mFISCAL NOTE
S T A T E  O F A L A S K A
2002 L E G IS L A T IV E  SESSIO N

Fiscal Noto Number:
Bill Version:
(H) Publish Dato:

CSHB 206(FSH) 
3/6A52

Environmental Conservation
Title An Act Relating to Aquatic Farming of Shellfish BRU Environmental Health

Component Food Safety and SanitationSponsor Representative ScalziRequestor House Fisheries Componont No, 2343
Expendlturea/Revanuea (Thousands ol Dollars)
Note: Amounts do not Include Inflation unless otherwlso noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2008 FY 2007 FY 2008
Porsonal Sorvlces 
Travel 
Contractual 
Supplies 
Equlpmonl 
LanJ & Structures 
Grants & Claims 
Miscollnnoous

0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES
ICHANGEIN REVENUES ( )
FUND SOURCE (Thousands of Oollars)
1002 Fodoral Rocoipts
1003 GF Match
1004 GF
1005 GF/Program Rocoipts 
1037 GF/Montal Hoallh
Othar (Soocify Tyoo-Do not abbroviato)

0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 c.o 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

TOTAL 0.0 0.0 0.0 1 0.0 0.0 0.0
0.0Estlmalo of any current yoar (FY2002) cost:

Chock this box (X) If funding for this bill Is Included In tho Govornor’s FY 2003 budgot proposal:
POSITIONS
FulMimo 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0
ANALYSIS: (Attach • jcporalo pooo ifnocoiiary)

This fiscal nolo was developed using information from testimony on tho Sonate companion bill (SB 141). 
During this testimony, it became dear (hat "suitablo" did not moan already corlifiod as a growing area under 
tho National Shollfish Sanitation Program (NSSP), thoroforo tho dopartmont doos not oxpocl any Increased 
costs during tho yoars covorod by this fiscal noto. Codification undor (ho NSSP normally lakes placo 
shortly boforo commercial harvosting bogins. Currontly tho industry pays for part of tho cost to cortify 
growing aroas and wo would oxpoct that to bo tho case If this bill passos. Howovor, ovon with Industry 
support for somo of tho codification costs, thoro will bo an Incroasod cost to tho dopartmont whon any of tho 
growing sites pormitlod undor this logislation nood to bo corlifiod undor tho NSSP.

Proparod by: Janlco Adair, Dlroctor_____
Division Division of Environmental Hoallh

Phono (907) 269-7644 
Oalo/Tlmo 2/20/02 3:49 PM

Approvod by: Kurt Frodrlksson Deputy Commissioner
Agency Dopartmont of Environmontal Consorvallon

Dalo 2/20/2002

ft*7001 QUO) Pago 1 of 1



FISCAL NOTE
S T A T E  O F  A L A S K A
2002 L E G IS L A T IV E  SESSION

fjiscal Note Number

Bill Version:

() Publish Date:

CSHB 208 (RES)

Revision Date/Time (Note If correction): 
Title Aquatic Farms For Shellfish

4/19/2002 Dept. Affected: 
BRU

_____ Fish and Game
Commercial Fisheries

Sponsor
Requester

Representative Scalzi
_ Component Fisheries Development

Senate Resources Component No. 1942
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

40.0 25.0
5.0 5.0
5.0 3.0 •

2.0 •

TOTAL OPERATING 50.0 35.0 • • • •

ICAPITAL EXPENDITURES | 1 1 1 1 1
jcHANGEIN REVENUES ( ) | I l f
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health

50.0 35.0

TOTAL 50.0 35.0 • • • •

Estimate of any current year (FY2002) 
Check this box (X) If funding for this b
POSITIONS

cost: 0.0
rnor's FY 2003 budget pII Is Includod In tho Gove roposal: j

Full-time
Part-time
Tempera ry 2
ANALYSIS: (Attach a soparato pago if nocossary)

ADF&G is required to provide consultation to DNR regarding the suitability of various sites before they aro 
offered for lease. The Mariculture Program Leader and Assistant will lead and coordinate, in conjunction 
with industry nominations, the selection of sites to survey as well as field activities with ADF&G regional 
staff, and staff from other participating agencies. To accomplish site surveys for suitability, ADF&G will 
conduct dive surveys on potential sites. Personnel costs includo funding for a seasonal Fisheries 
Biologist I, certified divers associated with dive surveys and inspections at proposed aquatic farm sites, 
and laboratory testing of samples taken from tho sites. Travel costs include per diem and transport of 
department staff, including certified divers, to proposed and existing farm sites.

{Continued}
Prepared by:

Division

Approvod by:

Agency

Doug Mocum Phono 465-6100

Director Date/Time 4/19/02 11:00 AM

Gordy Williams for Commissioner Frank Ruo Dato 4/21/2002

Fish and Gamo

tRoxttij <V700t OMO) Pago 1 of 2



F IS C A L  N O T E

ANALYSIS CONTINUATION

Supplies include materials necessary for dive surveys, scientific supplies and data processing, and 
assistance with regional mariculture plan development.
Additional time and funding needed to complete the work associated with identification of new ?'oas in FY 
2004 are roughly estimated at 50% of the FY 2003 costs.
* There will also be increasing costs associated with any large increases in mariculture permitting and 
support. Many services, such as water quality and product testing, currently provided at little or no cost to 
aquatic farm operators by various state facilities, resources, and personnel, will probably not be fiscally 
possible as the number of mariculture operations increases unless funding is provided. These are 
essential to meet statutory requirements. Since such impact is completely contingent on the number of 
new farms and the size of the farms, these costs are impossible to estimate. This fiscal note merely 
identifies the likelihood of additional long-term costs.

S T A T E  O F  A L A S K A  B IL L  N O . C S  H B 208  (R E S )

2002 L E G IS L A T IV E  SE SS IO N

NOTE: ADFG Division of Habitat and Restoration has also submitted a fiscal note.



S T A T E  O F  A L A S K A
2002 L E G IS L A T IV E  SESSIO N

n o t e

SENATE: RNW 'CE

Revision Date/Time (Note If correction):_
Title: Aquatic Farms for Shellfish

3/12/2002 Dopt. Affecluu.
[bru:
Componont:

Fiscal Noto Numboc
Bill Version:
() Publish Data:

CSHB 208(RES)

Natural Resources 
Minerals. Lend & Wetor Day 
Claims. Permits and (.eases

Sponsor
Requester

Rap. SCALZI, Crwruutt. LxncxxUr. H«rr(i. Hvdxon. ixrrv«i 
(H) FIN___________________ Component Number 2460

Exper»dlture3/Rovonuo3 (Thousands of Dollars)

Noto: Amounts do not Indudo Inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2009
Personal Services 62.8 110.4
Travel 5.0 10.0
Contractual 2.5 2.5
Supplies 1.0 1.0
Equipment 7.0 0.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING | 98.3 123.9 0.0 0.0 0.0 0.0
[capital expenditures'
|CHANGE IN REVENUES ( ) j 0.01 13.9 | 27.8 41.7! 55.5 55.5
FUND SOURCE (Thousands of Dollars)
1002 Federal Recoipts
1003 GF Match
1004 GF 98.3 123.9
1005 GF/Program Rocoipts
1037 GF/Monlal Hoallh
Oihor (Sooci/y Typo)

TOTAL 28.3 123.9 0.0 0.0 0.0 0,0
Estlmalo ol any currant yoar (FY2002) cost: nono
Chock this box (X) If funding for this bill Is Includod In the Governor's FY2003 budget proposal:
POSITIONS
Full-time 2 2
Part-time
Temporary
ANALYSIS: (Attich a septrsla page itnocessory)This bill creates a ono-tlmo disposal program of at least 90 aquatic farmsitcs and requlros DNR to condition laasas for sites that culture vrild slocks of Indigenous shellfish to restore Iho wild stock upon termination or expiration of tho lease to the population levol that existed prior to Issuanco of Iho Icaso. It provldos en attempt at a new typo of mariculturo program - one that Is modeled on ONR's existing land disposal program whcro slato agencies do ell of the up-front work end on applicant bids for a silo. ONR and OF4G would solid! nominations; pick tho areas and slles: prcparo best Intorost finding ond coast lono consistency, thon pul tho silos up for bid. Wllh respoct to Iho ONR loaso, Iho applicant could. In the boat of drcumslances, bid for Iho site, submit an oporatlng plan end obtain Iho silo with litllo or no additional work by tho agency. This Is vary dllfcront than tho 9-monlh long process currently required of an oppllcant. As tho agencies do tho work up front, significant up-front oxponsos aro noccssary, 
(CONT.J

Proparod by: 
Division 
Approved by: 
Agoncy

Bob Loofflor Phono 269-8600
Mining. Land and Wator Oato/Tlmo 12-Mar-02
Pat Pourchot Dnto 12-Mar-02
Natural Rosourcos

!«•» 0/J 031 GUO) Pago 1 of 3



(ANALYSIS: (continued)
IDNR's current aquatic farm program, which Is very different from tho procedures envisioned In this bill, 
operates with one employee and brings In approximately (48.0 a year. It would continue to operate 
while this bill Is Implemented.
DNR’s current maricullure staff consists of one person who Is wording at full capacity with the current 
program. Implementing the bill would require a new unit consisting of two employees to pick sites and 
complete the work.
Total estimated costs for DNR’s portion of a ono-tlmo marlculturo disposal: $222,200, ovor two 
fiscal yoars.
Changes In rovonuo (annually): $13,900+ for tho first yoar, ovontually roachlng $55,500+ ovor a 
period of 3-4 years.
It is unlikely that the market could absorb 90 aquaiic farmsitos at once. We come to this conclusion 
because tho average number of applications received during an oponing is approximately 15 to 20. For 
purposes of projecting revenue, we estimate that one-qiarler of tho sites, or 22. would be taken the first 
year, and the remainder would be taken "over the counter'* over tho subsequent three years. Rent for 22i 
three-acre sites would total approximately $13,900. If half of the 90 sites, or 45, are taken initially, the I 
possible annual revenue could be S27.800. The total annual revenue after 90 sites are taken would be 
S55.600. This estimate is based on an average 3-acre suspended culturo silo x 60 sites = 533,000 and 
Ian average of 5-acre on-bottom culturo site x 30 sites =522,500. (As of August 2, 2001, tho aquatic farm 
lea.'a fee was adjusted to S350 for the first acre, plus $100 for each additional acre.) I

Pago 2 of 3



Personal Services New Position Detail
D e p a rtm e n t o f  N a tu ra l R e s o u rc e s

D R A FT

BRU Name: Minerals. Land, and Water Development (330)
Scenario: DNR FY2003 Fiscal Notes - for Positions (2481)

Component: Claims, Permits & Leases (2460)

PCH Job Class HUe

10-£O75 Natural Resource l.tgr I

Justification:
HB208

10-C077 Natural Resource Tech I

J u s tif ic a tio n :

HB208

C o m p o n e n l S u m m a ry :  

T o ta l N ew  P o s itio n s : 2

Fund Description

1004 General Fund Receipts

Status Code
FT

FT

Oarg
Unh Location

Salary
Schtd

Rangel Budgeted Split/ Annual 
Steps Months Count Salary

Prtmlu n Annua] 
COLA Pay Benefits

Total

GG Anchorage 2A 18 C g.o 35,154 565 o 12359 48.676
Funding DeLail:
1004 General Fund Receipts 100.00% 48.676

Total Funding: 100.00% •48.678
GG Anchorage 2A 12 C 9,0 23,247 373 0 10319 34,139

Funding Detail:
1004 General Fund Receipts 100.00% 34.139

Total Funding: 100.00% 34.139

Fund
Percent

Fund
Am ount

100.00% 82.817

T o u t  F u n d in g :  100.00% 82.817

Note: II a position is spM. an asterisk f )  appear In the Split/Count column. Jf me ipU position is also counted in the component, two asierisLs (**) wJ appear n  this otAmv

Stale o l AlatVa
Pago 3 old Orponmcnl ol Natural Resources 03-06-2002 11‘4 7 am



FISCAL NOTE
STATE OF ALASKA MAY f 1 2002 Fiscal Note Number 4
2002 LEGISLATIVE SESSION | Bill Version: CSHB 208(RES)

___ ( (H) Publish Date: 3/13/02
Revision Date/Time (Note if correction): Dept. Affected: ADF&G
Title Aquatic farms for shellfish BRU Habitat and Restoration

Component Habitat
Sponsor Representative Scalzi
Requester House Resources Component No. 486
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 65.5 33.0 • • * •
Travel 5.0 2.5 * * • •
Contractual 2.0 1.0
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 72.5 36.5 • • • •
CAPITAL EXPENDITURES | | |
CHANGE IN REVENUES ( ) | ;
FUND SOURCE (Thousandsof Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 72.5 36.5 • • * •
1005 GF/Program Receipts
1037 GF/Mental Health
Interagency Reciepts fron DNR

TOTAL 72.5 36.5 • • • *
Estimate of any current year (FY2002) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor’s FY 2003 budget proposal: 
POSITIONS
Full-time
Part-time
Temporary

1
2

ANALYSIS: (Attach a separate page if necessary)

CSHB 208 (FSH) creates a one-time offering of at least 90 aquaiic farm sites for lease.
In addition to the requirements in the bill, the requirements of other State and Federal statutes may affect 
sites that could be offered. These may include, but are not limited to, the Alaska Coastal Managemeni 
Plan, District Plans, legislatively designated areas statutes and regulations, and 16.40.100-199 which 
requires that the physical and biological characteristics of a site be suitable for shellfish farming, that a 
farm site not require significant alterations in traditional fisheries or other existing uses of fish and wildlife 
resources, and may not affect fisheries, wildlife or their habitats [cont]

Prepared by: Chip Dennerlein__________  Phone 465-3065
Division Habitat and Restoration Date/Time 3/5/02 12:30 PM
Approved by: Gordy Williams for Commissioner Frank Rue _ Date 3/5/2002
Agency Fish and Game
iRevuMMooi omb) Page 1 of _ 2

COMMITTEF COPY
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F IS C A L  N O T E

STATE OF ALASKA BILL NO. CSHB 208(RES) - FN#4
2002 LEGISLATIVE SESSION
ANALYSIS CONTINUATION

in an adverse manner. ADNR aquatic farm statutes and guidelines have specific requirements for such 
things as avoidance of eagle nests, marine mammal and seabird rookeries, and commercial seining 
areas. ADF&G maintains this information.
Identifying and evaluating 90 permittable lease sites will require intensive effort and additional staff will be 
needed. A Habitat Biologist III is needed to work with ADNR, ADEC, and ADF&G CFMD to identify 
potential lease sites. Existing fish and wildlife, habitat and public use data on sites will be collected and 
evaluated. Potential lease sites will be identified and surveyed in the field to determine suitability. The 
biologist will: review land use plans, coordinate with ADF&G Wildlife Conservation and Subsistence 
Divisions, ADNR, ADOL, local governments, and federal agencies; prepare site reports; attend public 
meetings and hearings; and issue Special t  -ea permits as necessary. A 3-month FT III will aid in habitat 
site evaluations in the field, and one month of Cartographer 2 time will be needed to enter data into the 
GIS system.
* Costs for administration and oversight of additional levels of mariculture activity in subsequent years 
may be significant, but are difficult to quantify at this time.

P age_2_o f_2



HOSTAGE PAID!
To: Respective Legislators: 3/13/02

Regarding SB I04&HB208
uAn act relating to the aquatic farming of shellfish”

From: Gary R. Zaugg 
519 Pittenger St.
Ktn, Ak. 99901.
(907) 225-2089

Dear Senators & Representatives,

During recent weeks 1 have watched the respective bills move through committees’. I have listened to the 
public comments of support from legislators, administrators, sections of industry and the likes. With all due 
respect to the individuals supporting this bill, you are attempting to fix a part of the aquatic farm program 
that is not broken. There is no probler .vith the current review process under the Alaska Coastal 
Management Plan, Best Interest Finding and subsequent lease program. There is no need to identify areas 
that are 'suitable' for aquaculture because that is already being done, by industry, within the current review 
process under the concepts of“conflicting use”. The current process may not be perfect but I can guarantee 
you, all the pieces are in place and this part of the process is working.
I feel 1 am in a unique position to comment on this issue. First, I am a principle litigant in the administrative 
appeal surrounding the 1999 aquatic shellfish application period. The 1999 application period, which 
resulted in the appeal, was a fiasco for everyone. But it was only because of a “conflicting use” concern by 
ADF&G regarding utilization of “natural set” stock by aquatic farmers within the boundaries of a farm. 
This issue will be resolved by the Supreme Court within one year and the results will be superimposed on 
top of the current mariculture program. I would like to ask you this. What is going to happen if the 
Supreme Court rules that aquatic farmers are a legitimate “commercial user group”? No less or no more a 
“commercial user group” than the limited entry fishers? In other words there will be no “preferential use” 
given to limited entry fishers resulting in a “conflicting use”, over aquatic farmer on “natural set” stocks 
that have never been utilized in the history of modern man. Will this current legislation hold any water in 
this situation. The answer is no and there is no deference given to this highly probable situation in this bill.
Second, I am one of six individuals in the state who will be issued permits for on bottom geoduck 
mariculture within the next few weeks. These permits are being issued after going through the 2001 aquatic 
shellfish application period. The 2001 application period went well, and at this time I believe no appeals 
are pending. My cunent site is inside the boundaries of a “ limited entry fisheries”. How is that? You might 
ask. The answer is simple and is also why the current system works. The answer is; there is no current 
“conflicting use” because the limited entry fisheries, under sustainable yield, has harvested the natural set 
stocks to 30% of the original volume and has been shut down by regulations of the Board of Fish. Does the 
system work? You bet it does. 1 would further suggest the system will always work, because under the 
Alaska Coastal Management Plan Review process if there is a legitimate “conflicting use” it is dealt with 
under the rule of law. This bill would change the way these established processes work. How can ADF&G 
guarantee an applicant prior to undergoing the ACMP review process that the application will be approved? 
Is the ADF&G going to take into consideration public, municipal and federal concerns prior to telling DNR 
what sites it can offer for competitive bidding for lease? Is the ADF&G going to become the overseer of the 
Alaska Coastal Management Plan? Is the DNR willing to be put in the position of being sued because it 
offered sites that have no guarantee of being approved under the ACMP? Would the applicant have to go 
through the ACMP process? I would caution you here as “conflicting use" is not up to just the ADF&G.



Instead of fixing something that’s not broken the legislature needs to address the “conflicting use” issue of 
“natural set” within the boundaries of an approved farm. How is the ADF&G ' j deal with “natural set” 
within the boundaries of a farm? The legislature needs to instruct the ADF&G, within the current statues, to 
review applications that contain “natural set” stock under a utilize and replace concept. It’s just that 
simple. Aquaculture leases have this unique ability. So far the legislature has not exerted its constitutional 
right and in this case constitutional obligation to define what is acceptable to the administrative review .ts 
at the ADF&G. In my opinion unless the legislature recognizes aquatic farmers as a legitimate “user 
group” that has a right to utilize and replace “natural set” stock within the boundaries of an approved site 
for, among other things, the development of this industry, you are not doing your job. It is a mistake to 
leave this to the courts when this is well within your realm of authority.

As an aquatic farmer I am trying to develop an industry. I’m not asking for $867,000 dollars of general 
fund money over two years to create another layer of questionable policy like the current bill. But I am 
purposing a business that in essence is asking you for a short-term loan of the resource. As legislators you 
have to be looking at ways to fiirther the coastal community economies. Utilizing and replacing the 
resource to aid in the start up of these farms is an excellent concept that the industry can guarantee. It costs 
you nothing. Everyone knows that utilizing the resource is exactly what happens in the development of 
industry. But in this case we are proposing to replace the resource to 100% of its original volume at the 
termination of a lease. What other industry offers to replr.ee what it uses? This language is already 
stipulated in the coastal consistency and the best interest finding that I have had sitting idle on my desk 
since 2000. Seven additional sites from 1999 are in the same position. The problem is we have no working 
operational permit from the ADF&G because ADF&G has no guidance from the legislator that the concept 
of utilize and replace the resource is a legitimate “use” approved by the legislature. The legislature needs 
to be clear to the agency that has raised a “conflicting use” concern by defining and incorporating a utilize 
and replace system within the boundaries of an aquatic farm lease. That is the only issue that should 
concern you at this time.

Thank you for your time.
incerely,



••• "  • ' f t  ■ • .- .- .- f tV -v il- • ?  ■
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DATE: 4/25/02 FURTHER: Finance

DATE TURNED /  ,
IN TO OFFICE: 5 / 3 / 1 0 — _______

Judiciary Committee considerea CS FOR HOUSE BILL NO. 208(RES)
H S  208 AQUATIC rARMG TO/7 OIICLtnsn ■

An Ac^mlating to aquatic farming of shellfish^and providing for an effective date/

and recommends: Senate Bill:
[ ] same title

] be replaced with C S  _______________________________  (___________ ) [ j new title
H o u s e  Bill:

] adopt previous ______ C S    (_) [ ] same title
[ ] technical title

] attached amendment(s) [ ] new: SCR #_

] adopt Letter of Intent b y __________________________  Committee

] further referral t o ____________________________ Committee

N E W  FISC/ L NOTE(S): P R E V I O U S  F I S C A L  NOTE(S):

Department Date Fiscal Zero FN#

*VV;
'♦ .
\ -■*:

[ ] APPROPRIATION - no fiscal note
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SENATE COMMITTEE REPOR i

DATE: 4/18/02 FURTHER: Judiciary
Finance

DATE TURNS 
IN TO OFFICE)E° 6 £

Resources Committee considered CS FOR HOUSE BILL NO. 208(RES)
HB 208-AQUAHe FARMS FORSHEbtFiSfi 

"An Actlrelating to aquatic farming of shellfish/ and providing for an effective date."
/

and recommends:

be replaced with, 

adopt previous

C S

C S

attached amendment(s) 

adopt Letter of Intent by

further referral to _____

N E W  F I S C A L  NOTE(S):

Committee

Committee

Senate Bill:

[ ] same title 
.) [ j new title 

H o u s e  Bill:

.) [ ] same title 
[ j technical title 
[ ] new: SCR #_

P R E V I O U S  F I S C A L  NOTE(S):

Department Date Fiscal Zero FN# j

|

Department Date Fiscal Zero F N #

l'S'62- */■ 1
V S '02 1/ 3

i/" 2 .

;--------

[ ] APPROPRIATION - no fiscal note



HB 208-AQUAT1C FARM S FOR SH ELLFISH  
SENA TE FIN A N CE CO M M ITTEE

S I G N - I N

v NAME: [/--■ " > J '  —--------- ----—— ----Subject/Bill No: ----------—
Co./Dcpt./Title:'&&<*« : f
AHHn-,,- (W &sk yCftme f f & ^

Do you wish to testify?  Yes  No  Respond To Questions

NAME:--- ^ -----------------------------  Subject/Bill No: -^Q^C
Co./Dept./Tilie: 5 Phone:
Address:. ( jL if i-  V j - 7 4  H  r f IL^ Z c f< /  A l t  Z:p:. n ^ Z c f y . ___
Do you wish to testify? (/Yes  No  Respond To Questions

/ NAME:   Subject/Bill No:
Co./Dept./Title:
Address:_________________________________  Zip:___
Do you wish to testify? Yes  No  Respond To Questions

NAME:---------------------------------------------------Subject/Bill No: -----
Co./Dcpl./Titlc:--------------------------------------------  Phone:-------------
Address:--------------------------------------------------- Zip:__________
Do you wish to testify?  Yes  No  Respond To Questions
SFC -1- 5/11/02



SITE: SEWARD LIO
COMMITTEE: SFIN 
DATE: 5 - 1 1 - 0 2

PLEASE S I G N  I N

P R I N T  YOUR NAME ADDRESS (M A IL IN G  £ Z IP )

^ v r x g > -

REPRESENTING

DO YOU WANT 

TO TE S T IFY ?  
Y o r  N

Ron Long P O  Box 2464 Q u tekcak
Shellfish
H a tc h e ry

Y

Email address: Sew ard, A K  99664

Email address:

Email nddress:

Email address:

Email address:

Email address:







H e a l t h ,  E d u c a t i o n ,  a n d  S o c ia l  S e r v ic e s  C o m m i t t e e
Alaska State LegislatureHouse of Representatives

H B  209 PR O G R A M  F O R  F O R M E R  F O S T E R  C H IL D R E NSponsor Statement
House bill 209 relates to die establishment of a foster care transition program for transitioning certain state 
foster care recipients age 18 to 21.

This bill is necessary so that die state may continue to receive federal money to provide die support and 
sendees needed to assure diat these young adults are able to manage their independence after they have 
reached the age of majority in foster care. Programs are in place for these individuals while thev arc in 
state foster care; this bill will make it possible to continue to provide support and sendees after they reach 
the age of majority as required by the Foster Care Independence Act of 1999.

This bill would direct die Deparuncnt of Health and Social Sendees to design, develop, and implement a 
foster care transition program to provide support and sendees to young adults who have reached the age 
of 18 while in state foster care. The program may provide some or all of the following sendees to these 
young adults: education and vocational training, assistance in obtaining basic education and training, 
career and employment sendees, training in basic life skills, housing and utilin- assistance, mentoring and 
counseling, and other appropriate sendees to complement the efforts of these former state foster care 
recipients to achieve self-sufficicncv.

Alaska State Capitol, Room 106 • Juneau, Alaska 99801
(907) 465-3759 phone • (907) 465-4587 fax



A n a l y s i s  o f  C S H B  2 0 9

Pr o b le m

Through the Foster Care Independence Act of 1999, the State of Alaska shall receive no less than 5500,000 per year to carry out programs designed to help children make the transition from foster care to self-sufficiency.
A specific requirement of the Act is the provision of independent living services to former foster vouth between the ages of 18 to 21.
The current statute, AS 47.18 only provides for state assistance to youth in state custody. In order to meet federal compliance, language must be included to allow for the provision of sendees to individuals whojtaŷ .ernancipated fmm-the-Alaska-foster-carg system because they have reached the age.of̂ majority and have not attained 21 years of age.

Fiscal Impact

There is a zerqiiscal impact to the proposed amendment to allow the department to serveyouth 18 to 20 who are no longer in foster care.
There will be a fiscal note associated with extending foster care to you"h over 18. While it isnot clear how many youth may voluntarily extend custody, a few factors are known:
• Title IV-E funding can only be applied to extension of custody for youth in their 19th year who extend in order to complete high school.• While the amount of money contributed by birth parents to support of youth in state custody is small, this form of support will likely not continue for any youth over the age of 18.• Approximately 40 youth will turn 18 in foster care each year.• A survey of DFYS social workers with youth age 16 or over currently in foster care indicates that approximately 33% of these youth may elect to remain in foster beyond age 18. 40 youth/year x .33 = 13 youth to extend custody per year. With this formula there is a possibility of extending custody for 39 youth by year 3.• Providing ongoing foster care rates to foster parents may not provide them with an incentive to adopt or to take guardianship.



FOSTER CARE INDEPENDENCE ACT OF 1999Program Requirements Summary
Programs must be designed to accomplish the following:
* To identify children who are likelv to remain in foster care until 18 years of age and to help these children make the transition to self-sufficiency by providing services such as:

► assistance in obtaining a high school diploma,► career exploration, vocational training, ̂ job placement and retention,► training in daily living skills,► training in budgeting and financial management skills,► substance abuse prevention, and preventive health activities (including smoking avoidance, nutrition education, and pregnancy prevention);
> To help children who are likely to remain in foster care until 18 years of age receive the education, training, and services necessary to obtain employment:
> To help children who are likely to remain in foster care until 18 years of age prepare for and enter postsecondarv training and education institutions:
 ̂ To provide personal and emotional support to children aging out of foster care, through mentors and the promotion of interactions with dedicated adults:
* To provide financial, housing, counseling, employment, education, and other appropriate support and services to former foster care recipients between 18 and 21 years of age to complement their own efforts to achieve self-sufficiency and to assure that program participants recognize and accept their personal responsibility for preparing for and then making the transition from adolescence to adulthood.
CERTIFICATIONS.
The Governor must certify the following:
 ̂ That the State will provide assistance and services to children who have left foster care because they have attained 18 vears of age, and who have not attained 21 years of age.
* That not more than 30 percent of the amounts paid to the State from its allotment under subsection (c) for a fiscal year will be expended for room or board for children who have left foster care because they have attained 18 years of age. and who have not attained 21 years of age.



* That none of the amounts paid to the State from its allotment under subsection (c) will be expended for room or board for any child who has not attained 18 years of age.
► That the State will use training funds provided under the program of Federal payments for foster care and adoption assistance to provide training to help foster parents, adoptive parents, workers in group homes, and case managers understand and address the issues con-fronting adolescents preparing for independent living, and will, to the extent possible, coordinate such training with the independent living program conducted for adolescents.
► That the State has consulted widely with public and private organizations in developing the plan and that the State has given all interested members of the public at least 30 days to submit comments on the plan.
► That the State will make every effort to coordinate the State programs receiving funds provided from an allotment made to the State under subsection (c) with other Federal and State programs for youth (especially transitional living youth projects funded under part B of title III of the Juvenile Justice and Delinquency Prevention Act of 1974), abstinence education programs, local housing programs, programs for disabled youth (especially sheltered workshops), and school-to-work programs offered by high schools or local workforce agencies.
 ̂ That each Indian tribe in the State has been consulted about the programs to be carried out under the plan; that there have been efforts to coordinate the programs with such tribes; and that benefits and services under the programs will be made available to Indian children in the State on the same basis as to other children in the State.
 ̂ That the State will ensure that adolescents participating in the program under this section participate directly in designing their own program activities that prepare them for independent living and that the adolescents accept personal responsibility for living up to their part of the program.
► That the State has established and will enforce standards and procedures to prevent fraud and abuse in the programs carried out under the plan.



Y o u t h  a g e  16 o r  o l d e r  i n  D F Y S  C u s t o d y  a s  o f  M a r c h  2 , 2 0 0 1

T o ta l N u m b e r 175

N u m b e r  o v e r  18 y e a rs  o ld 36

P e r m a n e n c y  P la n  G o a l N u m b e r

A d o p t io n 12
G u a rd ia n s h ip 25
In d e p e n d e n t  L iv in g 6
P e rm a n e n t  R e la t iv e  P la c e m e n t 6 1
P e rm a n e n t  F o s te r  C a re 32
R e tu rn  to  H o m e 94

R e g io n

A g e

16 y e a rs  

o r  o ld e r

18 y e a rs  

o r  o ld e r

A n c h o ra g e 59 14

N o r th e r n  R eg io n 58 12

A n ia k 2 0
B a r ro w 8 2

B e th e l 13 1

D e lta 4 1

F a irb a n k s 20 4

F t. Y u k o n 2 1

G a le n a 1 0

K o tz e b u e 1 1

N o m e 3 1

St. M a r y ’s I 4 1

S o u th  C e n tra l  R e g io n 29 6

C o rd o v a 1 0

D ill in g h a m  | 2 0
K e n a i | 6 1

K in g  S a lm o n  1 1 0

K o d ia k  1 2 1

M at-S u  | 11 3
S e w a rd  | 2 c

U n a la s k a  | 2 1 0

V a ld e z  | 2  | 1

S o u ti. ’ast R eg io n 29 4

C ra ig  | 1 | 1

J u n e a u  | 20 3

K e tc h ik a n  | 2 0

P e te rs b u rg  | 2 0

S itk a  | 4 0

T O T A L 175 36



Y o u t h  age 16  o r  o ld e r  i n  D F Y S  C u s to d y  as o f  M a r c h  2 , 2 00 1

T h e  fo llo w in g  ta b le s  a rc  th e  re s u lt  o f  a d ire c t  te le p h o n e  s u rv e y  to  so c ia l w o r k e r s  w h o  h av e  

y o u th  age 16 o r  o ld e r  o n  t h e i r  case loads w h o  a re  c u r r e n t ly  in  th e  fo s te r  c a re  sy s te m . A  to ta l 

n u m b e r  o f  182 y o u t h  w e re  id e n tif ie d  b y  P R O B E R . O f  th is  p o p u la t io n ,  15 w e re  id e n tif ie d  as 

b e in g  u n d e r  D JJ  a u th o r i ty  a n d  w e re  e lim in a te d  fo rm  th e  sam p le , le a v in g  a  to ta l  o f  167 y o u th  
age 16 o r  o ld e r  w h o  w e re  in  D F Y S  fo s te r  ca re .

F r o m  th is  p o p u la t io n ,  w e  re c e iv e d  a to ta l  o f  126 re sp o n se s , f o r  a 75%  re s p o n s e  ra te . W h ile  th e  
re sp o n se s  a re  n o t  a  s t ra t i f ie d  sam p le , i t  is safe to  a ssu m e  th a t  s im p le  p e rc e n ta g e s  f r o m  th e  

re sp o n se  p o p u la t io n  m a y  b e  e x tra p o la te d  to  th e  to ta l  p o p u la t io n .  T h e se  ta b le s  a lso  id e n tify  

th e  n u m b e r  o f  y o u th  in  th e  re s p o n se  p o p u la t io n  th a t  w e re  age 18 o r  o ld e r  as o f  M a rc h  1, 2001.

Y o u th ’s P e r m a n e n c y  G o a l N um ber of 
responses

Percent
of
responses

Extrapolated 
num ber in 
to tal
population

Adoption 10 7.9% 13
Long Term Residential 5 4.0% 7
Runaway 3 2.4% 4
Dismissed 2 1.6% 3
Guardianship 8 6.3% 11
Independent Livu 71 56.3% 94
Relative Placement 31 2.4% 4
Return Home 171 13.5% 23
Unknown 71 5.6% 9
TOTAL 1261 100.0% 167

Disability Number of 
responses

Percent
of
responses

Extraoolated 
number in 
total
population

physical 2! 1.6% 3
learning 141 11.1% 19
emotional 271 21.4% 36
FAS/FAE 71 5.6%! 9
substance abuse 71 5.6% 9
other 31 2.4% 4
none 661 52.4% 87
TOTAL 1261 100.0%| 167

W ould remain in custody past 
high-school?

N um ber
of
responses

Percent
of
responses

Extrapolated 
num ber in 
to ta l
population

yes 42 33.3% 56
no 48| 38.1% 64
m aybe 7| 5.6% 9
unk/na 291 23.0% 38
i ' tl 1261 100.0% 167



FISCAL NOTE

2002 LEGISLATIVE SESSION Bill Version: cs HB 209 (HES)
( ) Publish Date: ________

S T A T E  O F  A L A S K A  Fiscal Note Number: ____________

Revision Date/Time (Note if correction):____________ Dept. Affected]_____ Health & Social Services
Title: DIRECT DHSS TO ESTABLISH A FOSTER CARE TRANSITION BRU: Purchased Services_________

PROGRAM Component: Family Preservation
Sponsor: HOUSE (HES) "
Requestor: house (cin)__________________ Component Number: 1628____
Expenditures/Revenues__________________ (Thousands of Dollars)____________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2903 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( 0 ) |
FUND SOURCE________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type--do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate ot any current year (FY2002) cost:
Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposa : 
POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: (Attach a separate page if necessary)
The proposed legislation will have no new fiscal impact if enacted. Through the Foster Care 
Independence Act of 1999, the State of Alaska shall receive no less than $500.0 per year in federal 
funds to carry out n-ograms designed to help children make the transition from foster care to 
self-sufficiency. This federal receipt authority is already included in the Department's base budget.
A specific requirement of the Independence Act is the provision of independent living services to former 
foster care youth between the ages of 18 to 20. The current statute, AS 47.18 oniy provides for state 
assistance to youth in state custody. In order to meet federal compliance, language must be included to 
allow for the provision of funds and services to individuals who have lefi: the Alaska foster care system 
and emancipated from state custody.
Prepared by: 
Division
Approved by: 
Agency
lR«rv2/7/?001 OMB)

Theresa Tanourv. Director Phone 465-3191
Family & Youth Sen/ices
Elmer A. Lindstrom, Deputy Commissioner 
Department of Health & Social Services

Date/Time 02/08/2002 
Date 02/08/2002

For distnbution Intormation, call tho Governors Legislative Office

P a g e  1 of 2_



f i s c a l  n o t e

ANALYSIS CONTINUATION

ANALYSIS CONTINUED:
HB 209 will give the department flexibility in developing a program for youth who are transitioning from 
foster care. The legislation allows for designating eligibility thresholds, standards, and limits to program 
services. Youth who "age out" of the foster care system are often ill prepared to live independently. They 
may not have strong familial or community ties that help one transition to self-sufficiency. This population 
of youth is "high risk". Frequently, former foster care youth become adults dependent upon public 
assistance, become involved in the correctional system, or fall into unhealthy behaviors. By providing 
support during the transition from foster care to independent living, the state can greatly increase the 
odds that youth who leave our foster care system can become successful, self-sufficient adults.

S T A T E  O F  A L A S K A  B IL L  N O . CS HB 209 (HES)

2002 L E G IS L A T IV E  SESSIO N



H O U S E  C O M M I T T E E  R E P O R T

Date of Committee Action: S k\  \ P\

(11)
D a le  R e fe rre d  to  C o m m itte e : A p r i l  20 ,2001  F U R T H E R  R E F E R R A L S :

The FfNANCECommittee considered: HB 209
HOUSE BELL NO. 209 PROGRAM FOR FORMER FOSTER CHILDREN
"An Act directing the Department of Health and Social Services to establish a foster carc transition program: 
relating to that program; and providing for an effective date."
Recommends it be replaced with CS \~V f5> "ot.Oc\________( V^^1) [ ] Same Title [ | New Title

For Senate Bills with new title: [  J Technical Title / ]  New Title: HCR____[ ] attach amendments[ ] add new referral to_______ Committee[ ] Letter of Intent_________ Committee
List ofAbbrev.ForDepts.:ADMCEDCORCRTEEDDECDFCGOVIISSLAALAWLWFMVADNRDPSREVDOTUA

Signing with recommendations I’rinlcil L»st Name DP DNP NR AM

H i /
/

C J t o ^

?>9 / i i f  r.

/   ̂ ■
A 1 < o s£ ? s

U iA D S - v  ^

A /d /tjt^ Z L ^ x C < \ ^ \ A ^ c

Chair:c S 3 ^ ^  __ U>\ \ \ s. ProOS K

N E W  FISCAL NOTES 
*For Chiei Clerk’s Office Use OnlvFN#* List by Dept(s): Fiscal Indct. Zero

PREW O US FISCAL NOTES
List by Dcpt(s): FNtt Fiscal Indct. Zero\ i /



FISCAL NOTE

S T A T E  O F  A L A S K A
2001 L E G IS L A T IV E  SESSIO N

Revision Date/Time (Note if correction):_____
Title: Program for former foster children.

1

C S H B  2Q 9fH E S )
a/20'01

Fiscal Note Number:
Bill Version:
(H ) Publish Date:
Dept. Affected;_______________
BRU: Family and Youth Services Mngmt
Component: FYS Management________

Health & Social Services

Sponsor:
Requester:

House (HES)
House (FIN)

Expenditures/Revenues
Component Number: 
(Thousands of Dollars)

2306

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES

rz rCHANGE IN REVENUES (
FUND SOURCE________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt' 
1037 GF/Mental Health 
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2001) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor’s FY 2002 budget proposal: 
POSITIONS
Full-time
Part-time
Temporary

0
0
0

ANALYSIS: (Attach a separate page if necessaryJ
This proposed legislation will give the department flexibility in developing a program of services for youth who are 
transitioning from foster care to independent living. The proposed legislation allows for designating eligibility 
threshold, standards, and limits to program services. This bill will have no fiscal imp3c* on the Department if enacted.
Through the Federal Independent Living Act of 1999, the State of Alaska shall receive no less than $500.0 per year 
in federal funds to carry out programs designed to help children make the ransition from foster care to self- 
sufficiency. A specific requirement of the Act is the provision of independent living services to former foster youth 
between the ages of 18 to 21. The current statute. AS 47.18 only provides for state assistance to youth in state 
custody. In order to meet federal compliance, language must be included to allow for the provision of monies and 
services to individuals who have left the Alaska foster care system and emancipated from state custody.

Prepared by: 
Division
Approved by: 
Agency
(Rev 2/7/2001 OMR)

Theresa Tanoury. Diretor
Family and Youth Services Phone 465-3191 

DateTTime
Elmer A. Lindstrom, Special Assistant
Department of Health & Social Services Date 4/20/01 9:29 AM

For distribution information, call the Governors Legislative Office

c d m m i t t f f  rnpy
P a g e  1 of  1__
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IN THE LEGISLATURE OF THE STATE OF ALASKA 
TWENTY-SECOND LEGISLATURE - FIRST SESSION

BV THE HOUSE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE
Offered: 4/20/01 
Referred: Finance
Sponsor(s): HOUSE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

A BILL 
FOR AN ACT ENTITLED 

"An Act directing the Department of Health and Social Services to establish a foster 
care transition program; relating to that program; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

CS F O R  H O U S E  BILL NO. 209(HES)

4
5 !
6i;7 ili
8 f9 li

10 
11
12 j
13
14

* Section 1. AS 36.30.850(b) is amended by adding a new paragraph to read:
(42) grants and contracts with qualified entities for services under 

AS 47.18.330 for the foster care transition program.
* Sec. 2. AS 47.18 is amended by adding new sections to read:

Article 4A. Foster Care Transition Program.
Sec. 47.18.300. Program authorized, (a) The department shall design, 

develop, and implement a foster care transition program to provide support and 
services to young adults who

(1) are 18, 19, or 20 years of age;
(2) reach or have reached the age of 18 while in state foster care; and
(3) meet other eligibility criteria established by the department under

HB0209b
C O M M IT T E E  C O PY

-1-
Npw T ext U nde rlin ed  (DELETED TEXT BRACKETED)

C S H B  209(H ES )



1 (b) of this section.I12 (b) The department may adopt regulations to carry out the puqioses uf
3 AS 47.18.300 - 47.18.390, including regulations establishing eligibility thresholds.
4 standards, and limits for the program. The department shall develop the reaulations in|,5 consultation with public, private, and Alaska Native organizations.
6 See. 47.18.310. Program design. The department shall design the program as
7 I a continuation of the training efforts related to independent living skills that were
8 initiated when the state foster care recipients were identified as being likely to remain
9 in state foster care until reaching the age of 18. The program design must require that

li . . .
10 program participants are directly involved in identifying the program activities that
11 will prepare them for independent living.
12 Sec. 47.18.320. Program development, (a) Subject to the availability of an
13 . appropriation made for the purposes of AS 47.18.300 - 47.18.390, the program may
14 ! provide

.'i15 (1) education and vocational training;
16 (2) assistance in obtaining basic education and training;
17 (3) career and employment services;
18: (4) training in basic life skills;
19 | (5) housing and utility assistance;
20 (6) mentoring and counseling; and
21 (7) other appropriate sendees to complement the efforts of former state

foster care recipients to achieve self-sufficiency.
(b) In developing the program, the department shall cooperate with and

coordinate the use of the resources available from other state and federal agencies

! 22-LS07S7U

22
23
24
25 ' designed to provide support and services consistent with the purposes of the program.
26 Sec. 47.18.330. Program implementation, (a) The department may
27 implement the program through the award of contracts or grants to qualified entities to
28 provide services under the program. The department may award contracts and grants
29 [ if the contracts and grants further the purposes of and meet the requirements of
30 AS 47.18 300 - 47.18.390 and apnlicable regulations adopted under those sections.
31 (b) Contracts awarded under this section shall be administered in accordance

L
C S IIB  209(H ES) -2-

New Text U nde rlin e d  (DELETED TEXT BRACKETED]
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3
4 |j
5 i|i:6 ,

2

8 I

9 
10 
11 
12
13
14
15
16
17
18
19
20 
21 
22

with AS 47.05.015 and regulations adopted under that section. Grants awarded under 
this section shall be awarded using requirements established in regulations adopted 
under AS 47.18.300 - 47.18.390 that are substantially similar to those set out in 
AS 47.05.015 for contracts.

Sec. 47.18.390. Definitions. In AS 47.18.300 - 47.18.390,
(1) "program" means the foster care transition program authorized 

under AS 47.18.300 - 47.1 S.390;
(2) "qualified entities" means municipalities, other political 

subdivisions of the state, nonprofit corporations formed under AS 10.20, churches and 
religious organizations, and incorporated and unincorporated entities operating within 
the state that meet the requirements established by the department in regulation;

(3) "state foster care" means foster care, as defined in AS 47.10.990, 
that is provided to a person who is in the custody of the department under AS 47.10 
and AS 47.12.

* Sec. 3. The uncodified law of the State of Alaska is amended by adding a new section to 
read:

TRANSITION: REGULATIONS. Notwithstanding sec. 5 of this Act, the
Department of Health and Social Sendees may immediately proceed to adopt regulations 
necessary to implement the changes made by this Act. The regulations take effect under 
AS 44.62 (Administrative Procedure Act), but not before July 1, 2001.
* Sec. 4. Section 3 of this Act takes effect immediately under AS 01.10.070(c).
* Sec. 5. Except as provided in sec. 4 of this Act, this Act takes ,'Tect July 1, 2001.

L
-3- C S l in  209(11 ES)
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■ -■ . > 
SENATE FINANCE COMMITTEE R E rO R T

DATE: 4/25/02

DATE TURNED _  - I  .  _  ~
IN TO OFFICE: C1 4a O - f  <U o k

Finance Committee considered CS FOR HOUSE BILL NO. 209(HES)
HB 209 PROGRAM FOR FORMER FOSTER CHILDREN

“An Act directing the Department of Health and Social Services to establish a foster care transition program; 
relating to that program; and providing for an effective date."

and recommends:

[ ] be replaced with.

[v/f* adopt previous 5  cs C S  U - f i  0 .0 ° ! ___
[ ] attached amendment(s)

\
[ ] adopt Letter of Intent b y __________________________ Committee

[ ] further referral t o ___________________________  Committee

Senate Bill:

[ t/f same title
(__________ ) [ j new title

, t r  House Bill:
( n £ S  ) [ ] same title

[ ] technical title 
[ j new: SCR #_

N E W  FISC A L  NOTE(S): P R E V I O U S  F I S C A L  NOTE(S):

Department Fiscal Department Fiscal Zero

[ ] APPROPRIATION - no fiscal note

Amendr * * • •

Cochair:
Cochair:



FISCAL NOTE
MAY 0 7 2002

STATE OF ALASKA
2002 LEGISLATIVE SESSION

R evision D ate /T im e  (N ote  if c o rre c tio n ) :_______________________
Title: DIRECT DHSS TO ESTABLISH A FOSTER CARE TRANSITION

Dept. A ffected: 
'B R U :

Fiscal Note Number:
Bill Version:
( h ) Publish Date:

CSHB 209 (HES)

3/22/02

H ealth  & S oc ia l Serv ices
Purchased Services

PROGRAM- Component: Family Preservation
Sponsor:
Requestor:

HOUSE (HES)
HOUSE (FIN)

Expenditures/Revenues

C om ponen t Num ber: 

(T h o u s a n d s  o f  D o lla rs )

1628

Note: Am ounts  do  not inc lude  in fla tion  unless o the rw ise  noted below .
O PE R ATIN G  E X PEN D ITU R ES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Persona l S erv ices 
T ravel 
C ontractua l 
S upplies 
Equ ipm ent 
Land & S tructures 
G rants & C la im s 
M isce llaneous

T O T A L  O P E R A TIN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L  EX P E N D ITU R E S

C H A N G E  IN R EVEN U ES ( 0 ) f

FUND SO U RC E__________________________________________________ (Thousands o f D o lla rs)
1002 Federa l R ece ip ts
1003 GF M atch
1004 GF
1005 G F/P rogram  R ece ip ts 
1037 G F/M enta l H ea lth
O the r (S pec ify  T ype--do  not abbrevia te)

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

E s tim a te  o f  a n y  c u r re n t y e a r  (FY2002) c o s t:

C he ck  th is  b o x  (X) i f  fu n d in g  fo r  th is  b il l Is in c lu d e d  In th e  G o v e rn o r 's  FY 2003 b u d g e t p ro p o s a l:  

PO SITIO NS
Full-tim e
Part-tim e
Tem porary

A N A LY S IS : (A tta c h  a s e p a ra te  p a g e  i f  n e c e s s a ry )

The proposed legislation will have no new fiscal impact if enacted. Through the Foster Care 
Independence Act of 1999, the Slate of Alaska shall receive no less than $500.0 per year in federal 
funds to carry out programs designed to help children make the transition from foster care to 
self-sufficiency. This federal receipt authority is already included in the Department’s base budget.
A specific requirement of the Independence Act is the provision of independent living services to former 
foster care youth between the ages of 18 to 20. The current statute, AS 47.18, only provides for state 
assistance to youth in state custody. In order to meet federal compliance, language must be included to 
allow for the provision of funds and services to individuals who have left the Alaska foster care system 
and emancipated from state custody.

Prepared by: 
D ivis ion

A pproved by: 
A gency

(R«v WJOOt OMO)

Theresa Tanoury. Director P hone  4 6 5 -3 1 9 1
Family & Youth Services D ate /T im e 0 2 /0 8 /2 0 0 2

E lm e r A. L indstrom , D eputy C om m issioner 
D opa rtm on t o f H ea lth  & Social Serv ices

D ate  0 2 /0 8 /2 0 0 2
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A N A L Y S IS  C O N T IN U A T IO N

FISCAL NOTE

STATE OF ALASKA B ILL NO. CSHB 209 (HES) #2
2002 LEGISLATIVE SESSION

ANALYSIS CONTINUED:
HB 209 will give the department flexibility in develop!ng a program for • outh who are transitioning from 
foster care. The legislation allows for designating eligibility thresholds, standards, and limits to program 
services. Youth who "age out" of the foster care system are often ill prepared to live independently. They 
may not have strong familial or community ties that help one transition to self-sufficiency. This population 
of youth is "high risk". Frequently, former foster care youth become adults dependent upon public 
assistance, become involved in the correctional system, or fall into unhealthy behaviors. By providing 
support during the transition from foster care to independent living, the state can greatly increase the 
odds that youth who leave our foster care system can become successful, self-sufficient adults.

Page 2 0f 2



H e a l t h ,  E d u c a t i o n ,  a n d  S o c ia l  S e r v ic e s  C o m m i t t e e  

Alaska State Legislature
House of Representatives

HB 209-PROGRAM FOR FORMER FOSTER CHILDREN
Sponsor Statement

House bill 209 relates to the csta ishment of a foster care transition program for transitioning certain state 
foster care recipients age 16 to 21.

This bill is necessary so that the state may continue to receive federal money to provide die support and 
services needed to assure that diese young adults are able to manage their independence after they have 
reached the age of majority in foster care. Programs arc in place for these individuals while they are in 
state foster care; this bill will make it possible to continue to provide support and services after they reach 
die age of majority as required by the Foster Care Independence Act of 1999.

This bill would direct the Department of Health and Social Services to design, develop, and implement a 
foster care transition program to provide support and services to young adults who have reached the age 
of 16 while in state foster care. The program may provide some or all of the following services to these 
young adults: .-ducation and vocational training, assistance in obtaining basic education and training, 
career and employment services, training in basic life skills, housing and utility assistance, mentoring and 
counseling, and other appropriate services to complement the efforts of these former state foster care 
recipients to achieve self-sufGciency.

Alaska State Capitol, Room 106 • Juneau, Alaska 99801
(907) 465-3759 phone • (907) 465-4587 fax



FOSTER CARE INDEPENDENCE ACT OF 1999
Program Requirements Summary

Programs m ust be designed to accomplish the following:

* To identify children who are likelv to remain in foster care until 18 years of age and 
to help these children make the transition to self-sufficiency by providing services 
such as :

► assistance in obtaining a high school diploma,
> career exploration, vocational training,
 ̂ job placement and retention,

> training in daily living skills,
► training in budgeting and financial management skills,
* substance abuse prevention, and preventive health activities (including smoking 

avoidance, nutrition education, and pregnancy prevention);

y To help children who are likely to remain in foster care until 18 years o f age receive 
the education, training, and services necessary to obtain employment:

> To help children who are likely to remain in foster care until 18 years o f age prepare 
for and enter postsecondarv training and education institutions:

* To provide personal and emotional support to children aging out o f foster care, 
through mentors and the promotion of interactions with dedicated adults:

 ̂ To provide financial, housing, counseling, employment, education, and other 
appropriate support and services to former foster care recipients between IS and 2! 
years o f age to complement their own efforts to achieve self-sufficiency and to assure 
that program participants recognize and accept their personal responsibility for 
preparing for and then making the transition from adolescence to adulthood.

CERTIFICATIONS.

The Governor must certify the following:

> That the State will provide assistance and services to children who have left foster 
care because they have attained 18 vears of age, and who 'nave not attained 21 vears 
of age.

* That not more than 30 percent of the amounts paid to the State from its allotment 
under subsection (c) for a fiscal year will be expended for room or board for children 
who have left foster care because they have attained 18 years o f age, and who have 
not attained 21 years of age.



 ̂ That none of the amounts paid to the State from its allotment under subsection (c) 
will be expended for room or board for any child who has not attained 18 years of 
age.

* That the State will use training funds provided under the program of Federal 
payments for foster care and adoption assistance to provide training to help foster 
parents, adoptive parents, workers in group homes, and case managers understand and 
address the issues con-fronting adolescents preparing for independent living, and will, 
to the extent possible, coordinate such training with the independent living program 
conducted for adolescents.

 ̂ That the State has consulted widely with public and private organizations in
developing the plan and that the State has given all interested members of the public 
at least 30 days to submit comments on the plan.

 ̂ That the State will make every effort to coordinate the State programs receiving funds 
provided from an allotment made to the State under subsection (c) with other Federal 
and State programs for youth (especially transitional living youth projects funded 
under part B of title lH of the Juvenile Justice and Delinquency Prevention Act of 
1974), abstinence education programs, local housing programs, programs for disabled 
youth (especially sheltered workshops), and school-to-work programs offered by high 
schools or local workforce agencies.

* That each Indian tribe in the State has been consulted about the programs to be 
carried out under the plan; that there have been efforts to coordinate the programs 
with such tribes; and that benefits and services under the programs will be made 
available to Indian children in the State on the same basis as to other children in the 
State.

> That the State will ensure that adolescents participating in the program under this 
section participate directly in designing their own program activities that prepare 
them for independent living and that the adolescents accept personal responsibility for 
living up to their part of the program.

* That the State has established and will enforce standards and procedures to prevent 
fraud and abuse in the programs carried out under the plan.



Y o u t h  a g e  16 o f .  o l d e r  i n  D F Y S  C u s t o d y  a s  o f  M a r c h  2 ,2 0 0 1

Total Number 175
Number over 18 years old 36

Permanency Plan Goal N um ber

Adoption 12
Guardianship 25
Independent Living | 6
Permanent Relative Placement 6
Permanent Foster Care 32
Return to Home 94

Region

Age
16 years 
o r older

18 years 
or older

Anchorage 59 14

N orthern Region 58 12

Aniak 2 0
Barrow | 8 2

Bethel | 13 1
Delta 4 1

Fairbanks 20 4
Ft. Yukon 2 1

Galena 1 0
Kotzebue | 1 1

Nome | 3 1
St. Marv’s 4 1

South Central Region 29 6

Cordova | 1 0
Dillingham I 2 0

Kenai | 6 1
King Salmon I 1 0

Kodiak I 2 1
Mat-Sc 11 3
Seward 2 | 0

Unalaska 2 0
Valdez 2 1

Southeast Region 29 4

Craig 1 1
Juneau 20 3

Ketchikan 2 0
Petersburg 2 0

Sitka 4 0

TO TAL 175 36



Y o u t h  a g e  16  o r  o l d e r  i n  D F Y S  C u s t o d y  a s  o f  M a r c h  2 ,  2 0 0 1

The following tables are the result of a direct telephone survey to social workers who have 
youth age 16 or older on their caseloads who are currently in the foster care system. A total 
number of 182 youth were identified by PROBER. O f this population, 15 were identified as 
being under DJJ authority and were eliminated form  the sample, leaving a total of 167 youth 
age 16 or older who were in DFYS foster care.

From this population, we received a total of 126 responses, for a 75% response rate. While the 
responses are not a stratified sample, it is safe to assume that simple percentages from the 
response population may be extrapolated to the total population. These tables also identify 
the number of youth in the response population that were age 18 or older as of March 1, 2C01.

Youth’s Permanency Goal Number of 
responses

Percent
of
responses

Extrapolated 
number in 
total
population

Adootion 10 7.9% 13
Long Term Residential 5 4.0% 7
Runaway 3| 2.4% | 4
Dismissed 2| 1.6%| 3
Guardianship 8| 6.3% | 11
Independent Living 711 56.3% | 94
Relative Placement 31 2.4% | 4
Return Home 17| 13.5%| 23
Unknown 7| 5.6% | 9
TOTAL 1261 100.0%| 167

Disability4 Number of 
responses

Percent
of
responses

Extrapolated 
number in 
total
population

physical 2| 1.6% 3
learning 14| 11.1% 19
emotional 271 21.4% 36
FAS/FAE 71 5.6% 9
substance abuse 71 5.6% 9
other 31 2.4% 4
none 661 52.4% 87
TOTAL 1261 100.0%! 167

Would remain in custody post 
high-school?

Number
of
responses

Percent
of
responses

Extrapolated 
number in 
total
population

yes 42 33.3% 56
no 48 38.1% 64
mavbe 7 5.6% 9
unk/na 29 23.0% 38
total 126 100.0% 167
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& Remember what happened...

adn.com
A n ch orag e  Daily N ews

N e w  p ro g ra m  eases w a y  fo r  fo s te r  tee n s
TRANSITION: S ta te  p rep ares  youths to  live independently .
By Lisa Demer 
Anchorage Daily News
(Published: April 15, 2002)

For all her college friends know, Jessica W illiams is ju s t another harried University of Alaska 
Anchorage freshman. She stresses over finals. She crams in homework between classes and her 
waitressing job. She goes home to do laundry.

But Williams' home is not typical. Neither was her life before college.

Williams, 18, is a foster kid. She's one of about 375 teenagers age 14 or o lder in Alaska's 
busting-at-rhe-seams foster care system.

She's bucking the statistics about older foster children. More often than other children, they end up 
jailed, pregnant or homeless.

Williams is making it with help from a new program designed to ease older foster children into 
adult life "rather than ju s t losing these kids to the four winds," said Matthew Turner, independent 
living project coordinator for the state Division o f Family and Youth Services.

About 40 to 50 Alaska foster children "age out" of the system every year when they turn 18. Before 
now, the state would set them loose with a goodbye and a good-luck wish. But the youths often 
didn't know how to keep a job, an apartment or a relationship.

Around the country, studies have found tha t these former foster children often live in violence or 
poverty. Most can't go home to birth parents. They may have no one to call when the car breaks 
down or the rent is overdue.

"How many 18-year-olds are ready to have the ir own apartment?" Turner said.

Under the new program, when Alaska foster children turn 14, social workers, foster parents and 
residential care providers are supposed to s ta rt preparing them to live independently, he said.

Not even Williams' dorm itory roommates know she spent her teen years in foster care. She wants 
other foster teens to realize that, w ith help, they can flourish too.

She decided to remain in state custody a fte r turning 18 to hold onto extra state supports.
Generally, the state can continue to provide financial help for foster kids through age 20, as long as 
they are working toward independence and remain in state custody.

"I'm not ready to be on my own," Williams said.

Her childhood was rough. She is one o f five siblings. The fam ily moved frequently, forcing her to 
switch schools repeatedly.

http://adn.conVfront/v-pnnter/story
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A teacher at Lake Otis Elementary helped her mother and the kids get to Abused Women's Aid in 
Crisis, the local shelter, to escape violence, in the household.

Her mother struggled w ith alcohol and crack cocaine and often didn't act like the mother, Williams 
said.

"I practically raised the younger kids. My little  bro ther would call me M om m y,'" she said.

When her little  sister was a baby, cranky w ith colic, W illiams would stay up w ith her into the night. 
She would be too tired to get up for school the next day and so would drag herself in late. A 
teacher at Chinook Elementary kept a drawerful o f food for her and worked w ith her after class to 
catch her up.

In 1997, DFYS stepped in a fte r her mother d idn't come home one night. I t  was righ t when the 
Permanent Fund dividend checks came out. The children were put into a foster home. Soon they 
were split up, two older ones in one home and the two little  ones in another. The eldest sister didn't 
go into state care.

"It was hard not being able to see your brothers and sisters every day and not knowing where they 
were," Williams said.

Her mother, Sandy Darrow, said in an interview she was ill-equipped to be a good mom. Her 
daughter's recollections sound right, she said. She herself was abused as a foster child and then as 
an adopted child, she said. At 17, she was on her own and pregnant.

"It has always been like I am still a child raising children," said Darrow, 38. "I don't deal with 
things very well."

Williams spent her teen years shuttled between foster homes, her mother and her father, who lives 
out of state. Because of all the moves, she fell behind and dropped out o f high school. She hurt 
inside, she said, struggling to understand why her fam ily was messed up and torn apart.

A year ago, she moved to the foster home o f Tom and Jo Ann Laughead, who specialize in caring 
for teenage girls. She began to turn around. She earned her high school equivalency degree.

"She did it on her own," said Jo Ann Longhead. "She's ju s t a go-getter."

Last summer, she was among 20 foster teens who bunked for five days at UAA for the state's first 
independent living conference, where they sampled campus life and covered skills like household 
budgets, apartment hunts and time management.

Now Williams is among the firs t group of Alaska foster children to receive a tu ition waiver at the 
university. The state is paying for the ir room and board. This summer, she'll be speaking at the
conference. She is th inking of becoming a dental hygienist.

The state also offers older foster teens some other rudimentary support.

Williams' health care is covered through Medicaid. Her DFYS caseworker, Abbi Henderson, provides 
her w ith vouchers for clothes and essential items like shampoo. She gets to travel Outside twice a 
year at state expense to v is it a little  brother.

Henderson was always accessible, by telephone or e-mail, Williams said.

W ithout the support, she said, "I wouldn't know where to start."

Before the new push, the state spent ju s t $13,000 a year to help older foster children become
Independent, Turner said.

http://adn.conVfront/v-printcr/story/942065p-U'M26J'ic
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Through the federal Foster Care Independence Act of 1999, Alaska has $500,000 to spend this 
budget year and hopes for the same in years to come.

Besides covering college bills, the state can now pay for training at vocational schools. I t  can be 
more creative. For instance, the state could buy a plane ticket for a Native teen living in an 
Anchorage foster home to attend a potlatch in his home village. That would reintroduce him to the 
village so tha t when he shows up at 18, he's not a stranger, Turner said.

While the official goal is to get every foster child a permanent fam ily, tha t doesn't usually happen 
with someone 14 or older, Turner said. Adoptive parents typically aren 't looking for teens.

"They are not soft pretty babies tha t ju s t want to hug you and love you," he said. "They are tough 
kids who are trying to figure out who they are."

Williams has more fam ily support than many foster kids. She's close to her birth mother and also to 
her last foster fam ily, the Laugheads. They took her out for d inner this month to celebrate her 18th 
birthday.

The Laugheads considered making the relationship officia lly permanent through guardianship, but 
then the state wouldn't have covered her college bills.

A bill now before the Legislature, HB 209, would allow the state to provide financial help to foster 
children even a fte r they leave state custody, which it cannot do now. For example, the state could 
subsidize an apartment or provide a case manager for 18-to-20-year-olds who used to be in foster 
care.

Williams already has a place to go.

This summer, she moves back in w ith her foster fam ily.

I Close Window
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HB 209 PROGRAM FOR FORMER FOSTER CHILDREN

" A n  A c t  d i r e c t i n g  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  t o  e s t a b l i s h  a  f o s t e r  c a r e  t r a n s i t i o n  p r o g r a m ;  
r e l a t i n g  t o  t h a t  p r o g r a m ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

a n d  r e c o m m e n d s '
[vT^be replaced with R CS 

[ ] adopt previous ______  CS

[  ]  a t t a c h e d  a m e n d m e n t ( s )
[  ]  a d o p t  L e t t e r  o f  I n t e n t  b y
[  ]  f u r t h e r  r e f e r r a l  t o _______________________

NEW FISCAL NOTE(S):

. a a to - a p q . ( HES

D e p a r t m e n t D a t e F i s c a l Z e r o F N #

. .  . „  .

L

Senate Bill:
s a m e  t i t l e  

J  [  j  n e w  t i t l e  
House Bill:

J  [  ]  s a m e  t i t l e  
[  j  t e c h n i c a l  t i t l e  
[  j  n e w :  S C R  # _

 ___________ C o m m i t t e e
C o m m i t t e e

PREVIOUS FISCAL NOTE(S):

D e p a r t m e n t D a t e F i s c a l Z e r o F N #
P 5 5 J 2 -

[ ] APPROPRIATION • no fiscal note
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SENATE FINANCE COMM ITTEE
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Alaska Stafe Legislature 
Senate

OFFICIAL BUSINESS O l f l 'C C  o f  f l l C  S e C r C ^ a r Y  EMAIL: scnale_socretaryQlegis.siaie.ok us

STATE CAPITOL. ROOM 213 
JUNEAU, ALASKA 99801-1102 

(907) 465-3701

FOR YOUR IMMEDIATE ATTENTION

DATE: May 4, 2001

TO: Finance Committee
(Mindy/Cadie - Room 520)

FROM: Office of the Senate Secretary

SUBJ: Waived Bill(s)

The Chair of the Committee noted above has waived referral on the following bill(s):

R E T R IE V E

CS FOR HOUSE BILL NO. 187(JUD)
"An Act relating to the destruction, desecration, and vandalism of cemeteries and graves."

CS FOR HOUSE BILL NO. 210(JUD) am
"An Act relating to sexual assault and sexual abuse of a minor."

Please give the bill file(s) to the page for forwarding to the next Committee of referral. 

Thank you.







HOUSE FINANCE COMMITTEE 
O c to b e r  2 5 , 2001 

1 :1 9  PM 
A n ch o rag e  LIO

TAPE HFC 01 -  119 , S id e  A 
TAPE HFC 01 -  119 , S id e  B

CALL TO ORDER

C o -C h a ir  W il l ia m s  c a l l e d  t h e  H ouse F in a n c e  C o m m ittee  
m e e t in g  to  o r d e r  a t  1 :1 9  PM.

MEM3ERS PRESENT

R e p r e s e n t a t i v e  B i l l  W il l ia m s ,  C o -C h a ir  
R e p r e s e n t a t i v e  E ld o n  M u ld e r , C o -C h a ir  
R e p r e s e n t a t i v e  Con B unde, V ic e - C h a i r  
R e p r e s e n t a t i v e  J o h n  D a v ie s  
R e p r e s e n t a t i v e  C a r l  M oses 
R e p r e s e n t a t i v e  R ic h a r d  F o s t e r  
R e p r e s e n t a t i v e  J o h n  H a r r i s  
R e p r e s e n t a t i v e  B i l l  H udson 
R e p r e s e n t a t i v e  Ken L a n c a s t e r  
R e p r e s e n t a t i v e  J im  W h ita k e r

MEMBERS ABSENT

R e p r e s e n t a t i v e  E r i c  C r o f t

ALSO PRESENT

S e n a to r  Kim E l t o n ;  R e p r e s e n t a t i v e  L i s a  M u rk o w sk i; 
R e p r e s e n t a t i v e  G ary  S te v e n s ;  R e p r e s e n t a t i v e  J im  W h ita k e r ;  
R e p r e s e n t a t i v e  A ndrew  H a lc r o ;  J u d y MnDonad-d-; J u n e a u ;  B u tc h  
.Tangney— T e c h n iq u e s ' o f  A lc o h o l  M angem ent, J u n e a u ;  -C indy- 
C .ashen, M o th e rs  A g a in s t  D runk D r iv in g ;  J im  C a s h e n , J u n e a u ;  
G ary  F o u r n i e r ,  H o s p i t a l i t y .

PRESENT VIA TELECONFERENCE

Anchorage:*XaflFtesr"‘ 'A.' C r'ary '; ' Mi-ke— S a v a g e ,-  Brown Ju g
ojG^ersset CHTOIrT* —RoTtnr R trg iha-;-----CHARA;------ -KerCT-’h
rMeDeweti-, GH-AKRT L lm T sW HHT----
A ssi s t a n t  —Dnpar-femenf o f  H e a l th  a n d  S o c i a l  

i L T 5 V 7 1 eh  "PTt— Jls r i l e y ,  D im es a  D r in k ;  Bob 
K le in ,  Brown J u g ;  M id h e e a l Me V i t t i c ;  Jo h n

H o u s e  F i n a n c e  C o m m i t t e e 1 1 0 / 2 5 / 0 1  1 : 1 9  P M



A la s k a n s  f o r  T a x  R e fo rm / A m e r ic a n s  f o r  T a x  R e fo rm

Opposition Statement to H.B. 225 
October 25,2001

Proposals to raise alcohol taxes constitute a political statement of social policy, 
not a serious solution to budget problems. Legislators who suggest that 
higher alcohol taxes will solve the current spending shortfall arc using 
political rhetoric to hide the fact that they want to discourage alcohol 
consumption by raising taxes. Raising taxes in this manner w ill not solve 
either drinking or budget problems.

Solving spending shortfall problems requires fiscal discipline. Legislators should 
cut spending in response to shortfall projections rather than commit to 
surplus-era spending promises that cannot be enacted without raising taxes.

Especially during an economic downturn, raising taxes on brewers, distillers,
bottlers, retailers, wholesalers, and manufacturers will further depress the 
ability of these businesses to conduct profitable and productive commercial 
transactions. Raising alcohol taxes hurts businesses that employ and service 
Alaskans.

Respectfully submitted by:

''Susan Fischetti 
Alaskans for Tax Reform 
Americans for Tax Reform
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Alaska has a serious and growing fiscal problem. The D .partment of Revenue projects that by Fiscal Year 

2005, the state's budget gap will be more than $1 billion and the Constitutional Budget Reserve Fund will be 

depleted. We in the hospitality industry appreciate the need to develop a fiscal plan to solve this growing 

threat. Alaska's hospitality industry also believes it can play a part in the overall solution, but that arbitrarily 

singling out individual sectors of the economy for enormous tax increases without addressing the underlying 

issues necessary to balance the state's budget is unfair and unwarranted.

It is, therefore, the consensus of Alaska's hospitality industry that legislative efforts to increase excise taxes on 

alcohol products by more than three hundred percent (300%) are discriminatory, unreasonable and will do 

nothing to cure the state's alcohol problems.

Beverage alcohol is already the most heavily taxed consumer product in the United States and Alaskans 

currently pay some of the highest beverage alcohol taxes in the nation. The hospitality industry stands ready 

to discuss our role in supporting a fair and equitable tax policy for our industry, but only under condition that 

the discussions be part of a comprehensive legislative package designed to solve the state's fiscal problems. 

While the industry realizes that state revenues cannot be dedicated, the legislature should be prepared to 

identify which social programs would benefit from these additional revenues and how the effectiveness of the 

programs and the use of the funds would be evaluated.

We are very concerned that the tax increases in HB 225 will seriously jeopardize the future of many small 

businesses, which play a vital role in our state's economy. The hospitality industry is already reeling from the 

current economic slow down and the aftermath of the events of September 11, 2001 as fewer Americans travel, 

dine out or entertain outside the home. Adding significantly to the cost of doing business at this juncture could 

cause many of these establishments to fail thus worsening the current economic situation.

Accordingly, Alaska's hospitality industry opposes MB 225 until a comprehensive solution to the state's fiscal 

problems is adopted by the legislature.

Hospitality Industry Position Against HB225



Alcohol Tax Per Gallon @ 10 Cents Per Drink

Alaska,-Proposed 

Highest in Country 

2nd Highest in Counti 

Alaska, Current 

National Average 

Lowest in Country

Liquor
$18.40

$6.50

$6.44

$5.60

$3.62

$1.50

(Florida) 

(New York) 

(5th highest)

(Maryland & D.C.)

% of Highest 
283.08%

100.00%

99.08%

86.15%

55.69%

23.08%

Alaska, Proposed 

Highest in Country 

2nd Highest in Counti 

Alaska, Current 

National Average 

Lowest in Country

Wine
$3.41

$2.25

$1.75

$0.85

$0.74

$0.11

(Florida) 

(Iowa) 

(15th Highest)

(Lousiana)

% of Highest 
151.56%

100.00%

77.78%

37.78%

32.89%

4.89%

Alaska, Proposed 

Highest in Country 

2nd Highest in Counti 

Alaska, Current 

National Average 

Lowest in Country

Beer
$1.42

$0.93

$0.77

$0.35

$0.24

$0.02

(Hawaii) 

(South Carolina) 

(11th Highest)

(Wyoming)

% of Highest
152.69%

100.00%

82.80%

37.63%

25.81%

2.15%

% of Avg.
508.29%

179.56%

177.90%

154.70%

100.00%

41.44%

% of Avg.
460.81%

304.05%

236.49%

114.86%

100.00%

14.86%

% of Avg. 
591.67%

387.50%

320.83%

145.83%

100.00%

8.33%

10 Cent State Comparison.xls 10 Cents
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DATE:

TO:

FROM:

SUBJECT:

MEMO/FAX FORM

Intervention Helpline, Inc. 
325 East Third Avenue, H200 

Anchorage, Alaska 99501 
907-272-1174 

E-mail: freefrog@alaska.net

October 25,2001

Representative Bill Williams 
Chairman House Finance Committee

Bob Young 
Exvcutive Director

HB 225

Representative Williams.

Because of the importance of all the issues surrounding HB 225,1 was hoping to be at 
today’s hearing in person; however, scheduling conflicts have prevented this happening.

I am against HB 225. I've been working in the field ufsubstance abuse since 1979. My 
focus has been in helping individuals who have a problem with beverage alcohol. I’m 
convinced that increasing alcohol taxes will do nothing to help. The money raised will 
not be targeted toward treatment, education, prevention or intervention work. Our state 
constitution will not allow money to be designated in this manna.

1 believe this is a feel good campaign designed to target those in the hospitality business 
as the culprits. I’ve worked with many in the liquor industry that say they would support 
a reasonable alcohol tax if it were focused on tire solution to die problem. My 
understanding of HB 225 is that it is not a reasonable tax.

Besides all of the above 1 do not really believe taxmg alcohol is the solution to our 
statewide problem. As a recovering person myself cost of alcohol played a very little role 
in my drinking. Maybe it is time that we worked with the hospitality industry and saw 
more what they are trying to do to curb the alcohol misuse and abuse problem.

I’m aware they spend millions of dollars throughout our state and nation helping to 
educate the general public on the issue of responsible drinking. Also their industry funds 
many fine programs. HB 225 is a bill that will further divide us when in fact wc need to 
find wore ways to work together.

Once again 1 want to go on record as being against HB 225.

mailto:freefrog@alaska.net


AkHdLMA
Representing Alaska's Finest 

Lodging Properties and Hospitality Suppliers

A laska H o te l & M o te l Association

Dear Legislators:

As General Managers of major Hotels in Anchorage, we would like to go on record 
opposing any increase in the alcohol tax.

The world is different since September 11th and the hospitality world is different in a 
major negative way since September 11th. Airline travel is down, Hotel bookings are 
down, several conventions scheduled for Anchorage in Sej 'ember were cancelled, most 
notably the Council of State Governments which all o f you would have attended, tourism 
bookings for next season are down considerably, people are eating out less in restaurants. 
We could go on and on with specific examples, but the point is it is hard to find a positive 
indicator in the hospitality industry at this point in time.

The last thing the hospitality industry needs at this point in time is a tax that will not add 
any value to the industry! It will be one more negative factor piled onto a slew of other 
negative factors that we do not need at this time.

As public policy makers we need your positive help to rebuild the hospitality industry in 
Alaska. We don’t need and we strongly oppose the addition of one more negative factor 
for our industry at this time. Thank you for your consideration.

Downtown Marriott Hotel

Bill Dugdale 
Wtstmark Anchorage

Susan Dimaggio 
Sheraton Anchorage
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18 REASONS TO INCREASE ALASKA’S EXCISE TAX ON ALCOHOL BY
15 CENTS PER DRINK

1. Alcohol is a drug and a depressant and its consumption affects people's judgment, 
coordination and memory.

2. Too often when people's judgment, coordination and memory arc affected by alcohol 
innocent Alaskans suffer grievous bodily injury and death (just read the AND Alaska 
Section everyday).

3. Alcohol use is the sole cause of the only fully preventable birth defect, feta! alcohol 
syndrome.

4. Alaska ranks near the very top of the nation in alcohol consumption, underage 
drinking and alcohol abuse.

5. An analysis of 29,408 reported cases of domestic violence cases in Anchorage 
between 1989 and 1988 showed that in 48% of the cases alcohol was a factor.

6. The present state excise tax on alcohol, is only 3.3 cents on 12 ounces of beer; 3.5 
cents on a 5 ounce glass of wine; and 4.4 cents on 1 ounce of distilled spirits.

7. The excise tax is the only Alaska tax on most of the alcohol sold in Alaska as most of 
the alcohol sold in Alaska is not subject to a sales tax.

8. Alaska's excise tax on alcohol has not been increased since 1983.
9. Alcohol abuse presently causes the State of Alaska to spend more than $250,000,000 

from the General Fund.
10. The existing alcohol excise tax contributes only a little over $12,000,000 * a the 

General Fund (So for every $1 in alcohol taxes the State spends $21 to Jeal with the 
effects of alcohol abuse).

11. Alaska is facing an impending budget deficit of $600 million in 3 or 4 years when the 
Constitutional Budget Reserve will have been drained.

12. A 15 cent per drink increase in the state excise tax on alcohol will bring in 
approximately $50,000,000 in additional revenue to the state and a 20 cent per drink 
increase in the stale excise tax on alcohol would bring in approximately $66,000,000 
in additional revenue to the state.

13. An increase in the State alcohol excise lax would start bringing additional revenue 
into State coffers immediately and would not require any additional state employees 
to collect because the tax is already being collected.

14. A statewide income lax or sales tax were instituted it would lake a long time to start 
receiving any revenue and a whole new State bureaucracy would be required to 
collect it.

15. The American Medical Association defines a "moderate drinker" as a woman who 
drinks no more than one drink a day or a man who drinks no more than two drinks per 
day.

16. An increase in the alcohol excise lax will have zero impact on non-drinkers and 
moderate drinkers will be only lightly impacted.

17. The people who will be heavily impacted are the 15-20 % of drinkers who consume 
75-80% of the alcohol.

18. The overwhelming preponderance of evidence shows that the single most effective 
method to reduce crime, domestic violence, child abuse, increase public safety, and 
reduce the costs of the criminal justice system agencies is to increase the alcohol 
excise lax;

James A. Crary 
2720 Kcmpton Hills Drive 
Anchorage, Alaska 99516-2776
(907) 345-4008/564-5792 email: craryju@gci.net

mailto:craryju@gci.net


(Published: October 4, 2001)

Prosecutor gets three days in jail
DWJ Assistant stale attorney general pleads guilty in August incident.

The prosecutor in a high-profile drunken driving case has pleaded guilty to his own DWI charge 
and been sentenced to three days in jail.

Hcrrcn was stopped Aug. 17 in Gird wood for speeding and was arrested for driving while intoxicated.

The fine and the suspended time were actually slightly more than usual because Hcrren's blood alcohol was 
measured at .151, more than half again the legal limit at the lime, Roberts said.

Teen arrested after high-speed chase on Glenn Highway
CHARGES Troopers say youth kicked officer in face after crashing stolen car.

An Anchorage "ecnager was arrested early Tuesday morning in Palmer after allegedly fore.ng an Alaska State 
Trooper patrol car off the Glenn Highway, leading troopers on a high-speed chase and kicking an officer in the face.

Robert Norris. 18. was driving a stolen 1990 Lincoln Continental northbound on the Glenn Highway just north oT 
the Parks Highway intersection at 2:17 a.m., troopers spokesman Greg Wilkinson sa:d Norris pulled into the 
southbound lane, forcing Trooper Eric Spitzen to swerve off the road to avoid a colh.;ion.

Spitzcn pulled around and gave chase. Norris drove north past the Alaska State Fairgrounds when lie crashed the 
Lincoln into a highway sign and then into a stand of trees on the cast side of the highway. Wilkinson said. The 
Lincoln was totaled.

Norris and a juvenile passenger ran, but Spitzcn cornered them against a chain-link fence. The two suspects punched 
the trooper in an attempt to escape, but he wrestled them to the ground, Wilkinson said. Two more troopers arrived, 
and the suspects were handcuffed and taken into custody. Both tested positive for alcohol above the legal limit for 
driving, Wilkinson said.

Norris vas charged with felony eluding, driving while intoxicated, driving with a license revoked, resisting arrest, 
lourlh-degree assault on a police officer, first-degree vehicle theft and two counts of third-degree assault, one for 
endangering his juvenile passenger during the car chase.

"He was in a situation where he was in control of the car, he was under the influence of alcohol and he put his 
passenger in a position where he was in fear of his life," Wilkinson said.

FAIRBANKS

Adult men arrested for having sex with 14-year-old runaway

Charges have been filed against two men accused of sexually abusing a 14-year-old girl who was the alleged victim 
in another abuse case filed last month.

Police were tipped to the case and found the intoxicated girl on a couch in the apartment. The complaint stales the 
girl had a blood-aleohol level of 0.30, more than three times the adult legal limit of 0.08.

The girl was taken to Fairbanks Memorial Hospital, where she told police she had been picked up by two men site 
thought she knew from Anchorage. She said she didn't consent to having sex with the men and didn't remember 
having sex with them. She said they had been drinking and she blacked out. Police found a nearly empty vodka 
container in the apartment, the complaint states.

Ward and MeElrath were interviewed at the Fairbanks Police station, where they admitted having sex with the girl.



10/25/01
Wine Industry Retail Sales Testimony 

I would like to thank you for this opportunity to testify.
My name is Michael Me Vittie and I have been employed within the wine industry for 
twenty plus years this I believe gives me a vantage point, which others might not have as 
I deal directly with consumer's every day.
As they say death and taxes are a fact of life. A tax increase in and of it's self is no: a 
challenge but to be singled out of all Alaskan businesses with a proposed increase of 
300% is shocking.
The current aoministration in Washington is working to dccieasc taxes and promote 
confidence in the American consumer. The Federal Reserve Bank has lowered interest 
rates in an effort to promote American business. This proposed tax increase seems 
completely contrary to the efforts of our nation's leaders.
The terrorism of last month has caused a slow down in the economy. Immediately 
following the events retail customer counts plummeted and bookings at Hotels and 
Restaurants were completely abandoned. That business is gone and those numbers are not 
going to be replaced.
The magnitude of this increase will significantly change price points and make our 
products some of the highest in the nation. Unruly taxation only changes buying habits 
moving people to shop elsewhere, such as the Internet where there are no revenues or 
gallonage reports generated. Canada and Great Britain are all ready struggling with over 
taxed tobacco and beverage alcohol. Britain’s regularly shop in France and Guinness 
recently built a plant to handle the load of Brits coming over. In Canada citizens living in 
Windsor daily drive to Detroit to purchase less expensive and lower taxed goods.
I cam my living from the wine industry and am successfully raising a family. Please 
reinstall my confidence in our system of local government with a more rational and 
comprehensive approach to our fiscal and social challenges.
Thank you



Good afternoon. My name is Lowell Shinn. I am President of Brown Jug, 
an Anchorage area retailer of wine, liquor and beer. Brown Jug employs 
130 people and deals with over 600 vendors, large and small.

I am here to speak against the proposed increase of alcohol taxes. I think it 
is grossly unfair to single out one industry for tax increases, but more 
important is the current economic situation in the nation and Alaska.

Prior to the terrorist attack our business followed the trend of jobs in the 
Anchorage area.

Employment in the Anchorage area was up about 2% and our business 
followed that increase in jobs. Since mid September the direction of our 
business has changed from increasing to decreasing. I think this is due to the 
devastation that has hit the travel industry and consumer psychology.

Airlines are laying off people. People with out a job are less likely to spend 
money in stores, restaurants and make investments in homes. This causes 
more job losses. It was reported this morning existing home sales fell 11.7% 
in September, the biggest monthly drop since 1995. Jobless claims 
increased to 504,000, the second highest level in a decade.

We are also affected by the lack of visitors and loss of convention business 
in Anchorage. Conventioneers not spending money in stores and restaurants 
results in less jobs, which again affects many businesses including ours.

No one is sure how long current situation will last.

Now, is not the time to increase taxes. Please vote against this 'ax increase.



O c t o b e r  2 5 ,  2 0 0 1

To: H e a r in g

R e: H B 225

G o o d  a f t e r n o o n ,  i 'm  E d  O 'N e i l l  Y o m  B ro w n  J u g  A n c h o r a g e .  
O u r  fa m ily  h a s  b e e n  in t h e  b u s in e s s  s i n c e  1 9 3 6  a n d  I 'v e  b e e n  
P ro fe s s io n a l ly  d i s p e n s in g  w h a t  w e  r e f e r  t o  a s " F r ie n d ly  S p irits"  
fo r  o v e r  4 0  y e a r s  a l o n g  w ith  o u r  v a l u e d  e m p l o y e e s .

T h e  in d u s t ry  c o n t i n u e s  t o  b e  g o o d  t o  u s, b o t h  o u r  f a m il ie s  a n d  
t h e  s t a t e ,  t h e s e  m a n y  y e a r s  d e s p i t e  m a n y  s t r u g g le s .
W h ile  o u r  t a x  is a m o n g  t h e  h i g h e s t  in t h e  n a t i o n ,  I c a n  
r e m e m b e r  a d v a n c e  p r e p a y m e n t s  t o  t h e  s t a t e  t o  h e l p  b a l a n c e  
A l a s k a 's  f is c a l  b u d g e t .  I t 's  c a l l e d  w o r k in g  t o g e t h e r  fo r  t h e  g o o d  
o f  a ll c o n c e r n e d .  Q u i t e  t h e  o p p o s i t e  o f  th is  i l l - c o n c e i v e d  3 0 0 %  
i n c r e a s e  in s e c t o r  t a x a t i o n .

I STRO N G LY  URGE YOU R VOTE A G A IN ST THIS BLATANT O U T- O F - 
SIN C  A P P R O A C H  TO TAXATION.

T h a f o r  y o u r  a c t i o n s  in th is  m a t t e r .
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Mothers Against Drunk Driving • Juneau Chapter
211 Fourth St. Suite 102 • Juneau, AK 99801

October 25, 2001

TO: House Finance Committee
Representative Williams Co-Chair 
Representative Mulder Co-Chair

Thank you for allowing me to speak today regarding House Bill 225.

My name is Cindy Cashcn.

I am a volunteer with Mothers Against Drunk Driving.

1 am a victim of Drunk Driving.

I am hear today on behalf o f the MADD 

Juneau Chapter’s board of Directors in support of 

increasing the excise tax on alcoholic 

beverages by at least ten cents per drink.

Gene Miller, President

Chanda Kulni, Vice-President

Murcy Pilcher, Secretary

Matt Felix, Treasurer

Dawn Miller, Special Events

Heather Bingaman, Co-Chair fundraising

Teresa Young, Co-Chair fundraising

Phone: (9071463-2562 • Fax: (9071 463-2540 • E-mail; inumadd(2Jptialaska.iict







H O U S E  C O M M IT T E E  R E P O J

( li)
Date Referred to Committee: April 19,2001 

Date of Committee Action: t y .  l o t '

The FINANCE Committee considered: 

HOUSE BILL NO. 225

FURTHER REFERRALS:

HB 225

ALCOHOLIC BEVERAGE TAX 

"An Act relating to municipal taxation of alcoholic beverages and increasing the alcoholic beverage tax rates."

Recommends it be replaced with CS_ M 5  , < h i l  i [ ufSame Title 1 ] New Title
For Senate Bills with new title: /  J Technical Title [  ]  New Title: HCR_______

[ ] attach amendments
[ ] add new referral to __________ Committee
[ ] Letter of Intent_____________ Committee

List of
Abbrev.
For
Depts.:
ADM
CED
COR
CRT
EED
DEC
DFG
GOV
HSS
LAA
i nv
LWF
MVA
DNR
DPS
REV
DOT
UA

N E W  FISCAL NOTES
*For Chief Clerk’s Office Use Only

FN#* List by Dept(s): I'L'ral Indct. Zero

/
D Oec t /

PR EV IO U S  FISCAL NOTES

List by Dept(s): FN
H Fiscal Inuct. Zero

Signing with recommendations
Printed Last Name

Chair:
CUai/:



FISCAL NOTE

Revision Date/Time (Note if correction):__________________________ Dept. Affected;__________ Revenue______
Title Alcoholic Beverage Tax__________________________BRU Revenue Operations
________________________________________________________________ Com ponent Tax Division____________
Sponsor Representative Murkowski_______________________ _______________________________________
R equester House Rules Committee_________________________ Com ponent No. 2476

STATE OF ALASKA Fiscal Note Number: ____________
7002 LEGISLATIVE SESSION Bill Version: CSHB225(FIN)

() Publish Date: ____________

Expenditures/Revenues_________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.______________________
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 63.0 63.0 63.0 63.0 63.0 63.0
Travel 2.5 2.5 2.5 2.5 2.5 2.5
Contractual 3.0 3.0 3.0 3.0 3.0 3.0
Supplies 1.0 1.0 1.0 1.0 1.0 1.0
Equipment 5.0
Land & Structures
Grants & Claims
M iscellaneous

TOTAL OPERATING 74.5 69.5 69.5 69.5 69.5 69.5

CAPITAL EXPENDITURES ! I I I

CHANGE IN REVENUES ( ) 2,650.0 8,700.0 15,450.0 19,500.0 20,200.0 20,200.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 74.5 69.5 69.5 69.5 69.5 6 9 5
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

TOTAL 74.5 69.5 69.5 69.5 69.5 69.5

E stim ate  of any c u rre n t y e a r  (FY2002) c o s t:  0 0
C heck  th is box  (X) If funding  for th is  bill Is included  in the G o v ern o r 's  FY 2003 b u d g e t p ro po sa l: 

POSITIONS _____________________
Full-time 1 1 1 1 1 1
Fart-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)

The department believes there could be an incentive for businesses to try avoiding the increased state 
excise tax and, because of budget constraints, the department has been unable to conduct audits of 
alcoholic beverage tax returns in recent years. The current tax rate is viewed by many as immaterial, but 
the higher rate likely would result in an increase in tax avoidance efforts. As such, the department 
estimates it would need one full-time Revenue Auditor III (Range 18) to provide additional enforcement to 
ensure that the tax is enforced and that the state does not lose revenues.

See attached pages for additional comments.

Prepared by: Larry Persily, Deputy Com missioner  Phone 465-5469
Division Departm ent of Revenue  Date/Time 5/2/02 11:01 AM
Approved by: Larry Persily. Deputy Com missioner__________________________  Date_5/2/2002_____________
Agency Departm ent of R evenue______________________________________

(Revuodwoot CMBi _ Page 1 o f__3__
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C S H B 2 2 5 ( F :IN) - D e p a r t m e n t  of R e v e n u e

Floor S to ck  or Inven tory  Tax

The departm ent strongly recom m ends a one-time tax on all inventory held by retailers 
and vhoiesalers in the sta te  on the effective date  of the new tax. The co n seq u en ces  of 
not having such a floor stock tax could be significant. B usinesses  could stockpile 
products under the old, lower rate, and then sell the products to consum ers a s  if it had 
been taxed at the new, higher rate — resulting in a sizable loss of s ta te  tax revenue.

A significant am ount of stockpiling took place within the sta te  when tobacco tax rates 
were increased in 1997. The departm ent estim ates  $7.1 million in revenue w as lost 
during the first six months of the tobacco tax increase due to stockpiling. We believe 
the sam e  thing could happen if the alcoholic beverage  tax rate is increased.

The departm ent p roposes  amending this bill to provide that all inventory held by 
licensed premises under AS 04 11 be subject to an inventory tax a s  of 12:01 a.m. of the 
effective date  of this act. The inventory tax would require payment of the difference 
between the old tax rate and the new rate. As provided in AS 43.60, bonded 
w arehouses  would pay the full rate under the new tax structure when the alccholic 
b everages  are sold from the w arehouse and would not be subject to the floor tax. The 
provision for bonded w arehouses  allows payment of the state tax when the product is 
sold from the w arehouse, rather than when the product is first brought into the state.

Small B rew eries

Section 2 of this bill provides a reduced rate for small domestic brewers. We h a ’ e 
lowered the estimated tax revenue increase for this legislation to reflect our bes t g u ess  
of the fiscal impact from the reduced tax rcue for small Alaska b eer  producers. The 
fiscal note a s su m es  thai the in-state brewers a re the only beneficiaries of the section.

There are several other issues  in Section 2:

• This incorporates provisions of the Internal R evenue Code that a r t  applicable to 
domestic beer producers. The existing 35 cents  per gallon tax rate would be 
retained for certain brewers on the first 60,000 barrels (31-gallon barrels; sold in 
Alaska. E ecause  qualification under this provision is dependent on the taxpayer's 
qualification under the federal rules, and the federal rules are restricted to domestic 
producers, this provision could violate the U.S. Constitution. This problem could be 
resolved if the bill is am ended  to qualify brewers independent of federal tax status, 
such  that qualification were independent of sta te  or country of origin. One 
co nsequence  of such change could be increased administrative costs.
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• We are unable to estimate the number of out-of state brewers that could qualify for 
the reduced tax rate or the number that would qualify if constitutional problems were 
fully addressed . Neither can we estimate the volume of beer sold in Alaska by these 
non-Alaska brewers. However, the impact on revenue could be significant. For 
example, a brew er approaching the 2-million-barrel threshold that sells 60,000 
barrels in Alaska would pay $651,000 compared to an unqualified brewer paying 
$2,641,2000 on its 60,000 barrels.

• The docum ent filed by a brewer with the federal Bureau of Alcohol, Tobacco  and 
Firearms claiming the reduced federal tax rate is titled "Brewer's Notice of Intent to 
Pay Reduced Rate of Tax." If the state is going to rely on this document, the exact 
title should be referenced in this bill — Section 2 gives an incorrect title.

• This bill does  not add ress  breweries controlled by the sam e person. As such, a 
person who owns two breweries could still qualify a s  a small brewery under federal 
rules and claim the reduced tax rate on over 60,000 barrels produced each  year. To 
correct this problem, the following language should be adopted: "The reduced rate of 
tax applies to the first 60,000 barrels of beer sold in Alaska during a fiscal year by a 
controlled group of brewers in which the sam e  person holds, directly or indirectly, a 
50 percent or more ownership interest. In this subsection, person includes an 
individual, corporation, partnership, association, joint venture, es ta te , trust or 
combination acting a s  a unit."

• Finally, the tax in current statute is on malt beverages. However, "beer" is used for 
the reduced rate of tax in this section. "Beer" should be defined in the bill, or “malt 
beverages" should be used instead of "beer" in this section.

C S H B 2 2 5 ( F I N )  - D e p a r t m e n t  of R e v e n u e

Fiscal Note A ssum ptions

We estimated revenue from the excise tax increase using the following assum ptions:
• The higher tax is completely p assed  on to consum ers  in increased prices.
• There would be som e  change in consum er behavior, and we used price elasticity 

ranges from the 1990 Congressional Budget Office report Federal Taxation of 
Tobacco, Alcoholic Beverages and Motor Fuels in estimating s ta te  revenues.

• In the first year  of implementation, as  a result of stockpiling, the revenue increase 
would be 20 Dercent less than expected in a normal full year  (from our experience 
with the 1997 cigarette tax rate increase).

• We also a s su m e  that only Alaska bus inesses  take advan tage of the lower tax rate 
on qualifying breweries in Section 4 of the bill, although we believe out-of-state 
breweries also could take advan tage of the section.
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IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SECOND LEGISLATURE - SECOND SESSION

BV THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): REPRESENTATIVES MURKOWSKJ, Hudson, Halcro

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to state taxation of alcoholic beverages; and increasing the alcoholic 

beverage state tax rates."

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

* Section 1. AS 43.60.010(a) is amended to read:

(a) Except as provided in (c) of this section, even- [EVERY] brewer, 

distiller, bottler, jobber, retailer, wholesaler, or manufacturer who sells alcoholic 

beverages in the state or who consigns shipments of alcoholic beverages into the state, 

whether or not the alcoholic beverages are brewed, distilled, bottled, or manufactured 

in the state, shall pay on all malt beverages (alcoholic content of one percent or more 

by volume), wines, and hard or distilled alcoholic beverages, the following taxes:

than seven percent alcohol hv volume, at the rate of SI.07 :> nallon or fraction of a

(1) malt beverages at the rate of S1.07 [35 CENTS] a gallon or fraction

of a gallon;

(2) cider with at least 0.5 percent alcohol hv volume hut not more

-1-
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gallon:

(3) wine or other beverages, other than beverages described in fl)  or

(2) of this subsection, of 21 percent alcohol by volume or less, at the rate of S2.50 

[85 CENTS] a gallon or fraction of a gallon; and

(4) [(3^] other beverages having a content of more than 21 percent 

alcohol by volume at the rate of S12.80 [55.60] a gallon.

* Sec. 2. AS 43.60.010 is amended by adding a new subsection to read:

(c) A brewer shall pay a tax at the rate of 35 cents a gallon on sales of the first 

60,000 barrels of beer sold in the state each fiscal year beginning July 1, 2001, for beer 

produced in the United States if the producing brewery meets the qualifications of 26 

U.S.C. 5051(a)(2). To qualify for the tax rate under this subsection, the brewer must 

file with the department a copy of a Bureau of Alcohol, Tobacco and Firearms 

acknowledged copy of the brewer's Notice of Brewer to Pay Reduced Rate of Tax 

required under 27 C.F.R. 25.167 for the calendar year in which the fiscal year begins 

for which the r jrtial exemption is sought. Tf  proof of eligibility is not received by the 

department before June 1, the lax rate under this subsection does not apply until the 

first day of the second month after the month the notice is received by the department. 

For purposes o f applying this subsection, a barrel of beer may contain no more than 31

C gallons.

* Sec. 3. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

TRANSITION: FLOOR STOCK TAXES, (a) There is imposed on every person 

holding a license or permit under AS 04.11 a floor stock tax. The floor stock tax is imposed 

once on those alcoholic beverages for sale or distribution that are in the person's possession or 

under the person's control at 12:01 a.m. on the effective date o f this section, including cider 

with at least 0.5 percent alcohol by volume but not more than seven percent alcohol by 

volume.

(b) The tax is imposed at the rate required under AS 43.60.010(a), as amended by 

sec. 1 of this Act.

(c) A person subject to the tax may deduct from the tax due the amount o f tax already 

paid on the same product at the rate in effect on the day before the effective date of this

C S H B  225(FII -2-
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section if the person provides the department with proof of payment.

(d) The provisions of AS 43.05 and AS 43.10 apply to the administration, 

enforcement, and collection of the floor stock tax levied by this section.

(e) A person subject to the floor stock tax shall file a return on a form prescribed by 

the department and pay the tax to the department not later than 30 days after the effective date 

of this Act n
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