
AK LEGISLATURE FINANCE COMMITTEES FILES 2 0 0 7 - 2 0 0 8  3 3 5 1

7  2



W H E R E A S , the B o a rd  u lt im a te ly  adopted  a rate based upon  a c losed system 
since SB i 41 d id  not p ro v id e  fo r  assessing the rate across an e m p lo y e r 's  en tire 
p a y ro ll;

N O W  T H E R E F O R E , B E  IT  R E S O L V E D  B Y  T H E  A L A S K A  
R E T IR E M E N T  M A N A G E M E N T  B O A R D , that the B o a rd  w o u ld  support passage 

o f  SB 125 in su b s ta n tia lly  the same fo rm  (ve rs io n  K?) as b e fo re  the Senate F inance 
co m m itte e  on M a y  2, 2 0 0 7  and a fte r enactm ent o f  SB 123 and SB  125, as k n o w n 
to  the B oard  on M a y  2. 2 0 0 7 , and w o u ld  su p po rt se tting  the F Y  OS c o n tr ib u tio n 
ra le  fo r  the P u b lic  E m p lo y e e s ' R e tire m en t S ystem  at 3 2 .5 1 % .

D A T E D  at A n ch o ra g e . A la s ka  th is  day o f  M a y . 2 00 7 .

C h a ir

A T T E S T :

Secretary



S B  1 2 5  P E R S  C O S T  S H A R E  L E G I S L A T I O N

• T h is  p r e s e n t a t io n  w i l l  b e  c o m p r is e d  o f  tw o  p a r t s :  (1 ) o v e r v ie w  o f  S B  1 2 5  
P E R S  C o s t  S h a r e  B i l l  a n d  (2) f in a n c ia l  p r o p o s a l  to  a d d r e s s  u n f u n d e d  l i a b i l i t y  
f o r  P E R S  a n d  T R S , w h ic h  w i l l  b e  p r e s e n te d  b y  C o m m is s io n e r  K r e i t z e r .

• O n  M a r c h  1 3 , 2 0 0 7 ,  y o u  re c e iv e d  a  p r e s e n t a t io n  f r o m  C h a r le n e  M o r r is o n , 
C h ie f  F in a n c ia l  O f f ic e r  a n d  C o m m is s io n e r  K r e i t z e r .

• D u r i n g  t h e  p r e s e n t a t io n  i t  w a s  e x p la in e d  t h a t  P E R S  P la n  is  a n  a g e n t 
m u l t i p l e  e m p l o y e r  p la n ,  w h ic h  m e a n s  t h a t  t h e  a s s e ts  a re  p o o le d  fo r  a l l 
P E R S  e m p lo y e r s  a n d  t h e y  s h a r e  th e  a d m in is t r a t i v e  e x p e n s e s .

• C u r r e n t l y ,  in  a c c o r d a n c e  w i t h  s t a t u t e ,  e a c h  P E R S  e m p lo y e r  h a s  i t s  o w n  
in d iv i d u a l  e m p lo y e r  c o n t r i b u t io n  r a te  t h a t  i t s  p a y s  to  t h e  P E R S  P la n .  T h e  
e m p lo y e r  c o n t r i b u t io n  r a te s  v a r y  f r o m  b e tw e e n  1 4 . 4 8 %  to  1 8 5 %  o f  c o v e re d  
p a y r o l l .  T h e r e  a re  1 6 0  e m p lo y e r s  t h a t  p a r t i c ip a t e  in  th e  P E R S  P la n ,  t h e  
S ta te  b e in g  th e  la r g e s t  e m p lo y e r .

• T h e  p r e s e n t a t io n  o n  M a r c h  1 3 , 2 0 0 7 ,  fo r m e d  th e  b a c k d r o p  fo r  o u r 
d is c u s s io n  t h i s  m o r n in g .  T h e  in f o r m a t io n  p r o v id e d  to  y o u  in v o lv e d  th e  
c o n c e r n s  r a is e d  a b o u t  t h e  a c c o u n t i n g  a s s o c ia t e d  w i t h  th e  P E R S  P la n  a t 
th e  e m p l o y e r  l e v e l .  I t  is  im p o r t a n t  to  n o te ,  t h i s  m a t t e r  d o e s  n o t  im p a c t  t h e  

e c o n o m ic s  a t  th e  p la n  le v e l.

• G o v e r n o r  P a l i n  h a s  in t r o d u c e d  S B  1 2 5  a s  a  p r o p o s e d  s o l u t i o n  to  a d d r e s s  
t h e  c o n c e r n s  r a is e d  b y  m o v in g  fo r w a r d  a n d  e s t a b l i s h in g  th e  P E R S  P la n  a s  a 
C O S T  S H A R E  P L A N .

• S B  1 2 5  is  m o d e le d  a f t e r  th e  T R S  P la n ,  w h ic h  is  a  C O S T  S H A R E  P L A N  
e s ta b l is h e d  b y  th e  le g is la t u r e  in  1 9 5 5 .  A l l  T R S  e m p lo y e r s  p a y  o n e  u n i f o r m  
r a te .  T h e r e  a r e  5 8  e m p lo y e r s  t h a t  p a r t i c ip a t e  in  t h e  T R S  p la n .

• U n d e r  S B  1 2 5  t h e r e  w i l l  b e  n o  a s s ig n m e n t  o f  l i a b i l i t i e s  a n d  a s s e ts  b y 
i n d iv id u a l  e m p lo y e r .  In s te a d  a l l  e m p lo y e r s  w i l l  s h a r e  in  th e  l i a b i l i t i e s  a n d  
t h e  a s s e ts  -  h e n c e  th e  n a m e  ‘C O S T  S H A R E  P L A N "

• T h is  b i l l  w i l l  e s t a b l is h  o n e  u n i f o r m  e m p lo y e r  c o n t r i b u t io n  r a te  fo r  P E R S  
e m p lo y e r s ,  w i t h  th e  e x c e p t io n  t h a t  t h e  S ta te  o f  A la s k a  w i l l  p a y  a h ig h e r 
c o n t r i b u t i o n  r a te .
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For the record my name is Larry Seminens, I am the finance director o f the City o f  Kenai. 
I am a member o f the Alaska Retirement Management Board.

First, thank you for working so diligently to craft a solution to the pension system 
challenges. I believe this is some o f the most important work that the legislature can do 
and I  ant glad it is a priority for this Administration and the Senate Finance Committee.

First, a few words that from my A R M B seat.

Recent A R M B resolutions support direct contributions to TRS to reduce the employer 
rate, and we support changing the PERS to a cost share plan.

Last year the AR M B made recommendations in our long term solution that the State pay 
a large share o f  the past service rate, that employers that contributed excess amounts be 
protected and that accounts be established to facilitate budgeting. Last session, HB 375 
contained these concepts and passed the House but not the Senate. HB 179 currently 
includes much o f the same language as HB 375. SB 125 includes many o f these 
concepts.

The AR M B also recommended that significant cash contributions be made to pay down 
the growing unfunded liability.

In September 2006 the AR M B set the FY 2008 PERS rate at 39.76% and the TRS rate at 
54.03% as recommended by Buck Consultants for a closed system. This was also based 
on the understanding that Governor Murkowski was going to recommend that the 
incoming Governor budget for the required S505 m illion to cover the increase and an 
additional S500 m illion to pay down the unfunded liability. Governor Palin included 
funding in her budget to cover the full cost o f  the rate increases.

The A R M B adopted modifications o f the actuarial assumptions per the recommendations 
o f Buck Consultants contained in their experience study. The new assumptions, along 
with changes to actuarial method and the amortization method, w ill increase the 
unfunded liability. The presentation projected the FY 2008 rates would have been 
46.64% for PERS and 59.56% for TRS.

Wrapping up my AR M B comments I am pleased to tell ynu that the AR M B, with the 
help o f the excellent staff in L e Treasury Dcoartment led by Gary Bader, earned 11.7% 
for the year ended June 30,2006 and over 15% in calendar year 2006 putting the Alaska 
Retirement Systems in the top 18% o f public funds in the Callan database.

Now  some comments from my finance director seat:

From a municipal point o f view the two most important components o f the plan to 
address PERS are:
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1. that the State accepts financial responsibility for a significant portion o f the past 
service cost currently assigned to local governments. This is so that 
municipalities can remain financially solvent without draconian cuts to services or 
huge tax increases. Most municipalities can handle a PERS rate in the lew  20% 
range even though this is a huge increase over historical rates.

2. that the rate is stable and predictable. Until recently, for the past 20 years or so 
most employers, the State included, have had low and quite stable PERS rates. So 
it  is no surprise that the last three years o f 5% increases and especially the 2008 
A*ate increase have caused widespread consternation. This is due both to the fiscal 
impact o f  the rate increases and to the uncertainty o f  what future rates w ill be.

Now to address specific points in the bill:

The A M L  is in favor o f  a cost sharing plan, but ihe share is the critical thing. I don’t 
know i f  the A M L  would support a cost share plan i f  the St; te doesn’t pick up a large part 
o f the rate. Note that the State is the biggest winner i f  we were to go to a cost share plan 
where everyone pays 39.76%. Imagine the irony i f  that came to pass.

The 65% share in the b ill produces an employer rate o f 31.86% after the impact o f 
issuing $1.7 m illion in Pension Obligation Bonds July 1,2007. 32% is too high for 
municipalities. The solution wc need to find brings this rate down to the low  20’s.

Using the entire payroll o f  DB and DCR plan employees is a great idea because it lowers 
the rate and eliminates the temptation to discriminate in hiring.

Employers w ill not like the provision that prevents opting out o f certain classes o f 
employees. This is meant to prevent an employer from taking advantage o f the shared 
system. But 1 think there is a better tool to use. Consideration should be given to 
establishing a baseline salary amount that an employer would be required to pay 
contributions on, even i f  actual salaries were less. For example, the baseline could be the 
2006 salary that employers calculated their contributions on. I f  2009 salaries were 
actually less that 2006 because the employer contracted out, or perhaps sold, a part o f its 
operation the employer would have to calculate their contributions on the 2006 baseline 
salary. This base could be adjusted for inflation i f  necessary.

Employers should be allowed to opt out classes o f  employees, but a provision could be 
established that the past service cost portion o f the employer rate be applied to the salary 
o f the eliminated class for a period o f time. This would prevent an employer from taking 
unfair advantage o f the cost sharing plan, but would allow flexib ility in hiring certain 
positions such as city manager.

I think it is important to figure out now the plan liabilities w ill be allocated to an 
employer that wants to terminate membership in die plan. Since there arc no individual 
employer liabilities in a shared system a well defined allocation method should be 
created.
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Municipalities have either adopted their calendar year 2007 budgets or they arc currently 
preparing their FY 2008 budgets. Most o f us have built our budget for PERS 
contribution based on the Gover tor’s budget. Governor Palin’s budget includes $78.5 
million to pay the fu ll cost o f the increase in the PERS rate from 2007 to 2008 for 
political subdivisions. Kenai’s rate for 2007 is 18.67% including the 5% that the State 
provided. For FY 2008, Kenai w ill sec a 5% effective increase even i f  the State pays the 
fu ll cost o f the rate increase from 18.67% to 45.71%. Just for information a 5% increase 
in the rate is equal to a 36.6% increase in the amount o f our 2007 contribution (less the 
State portion) or almost $300,000. For Kenai this is significant. To increase from 
effectively 13.67% to the 31.86% in the bill is an increase in our contribution o f 
$1,055,264. While this is much better than having to pay the contribution required at 
45.71%, I hope it is clear that a m illion dollar increase in a $10 m illion general fund 
budget is going to be very difficult. And Kenai w ill feel like we lost a bunch when 
compared to the Governors budget.

I would like to suggest that for FY 2008, the funding that is in the Governors budget be 
used to hold PERS employer rates at the FY 2007 levels. This w ill be a 5% increase for 
most employers from the rate they paid from their own resources in FY 2007. h  a final 
solution results in  municipal employer rate o f less than 25%, most employers w ill not sec 
a large jum p in the FY 2009 rate. This is a worthy goal and 1 hope you w ill consider 
doing this.

Thank you again for your work!
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Testim ony o f  M ichael L am b  on S B  12 5 , dated 3/20/2007.

Mr. Chairman. Committee members: for the record, my name is M ichael Lamb, I am the ch ie f financial 
officer for the Fairbanks North Star and I am a co-chair o f  the A M L  Revenue/Finance Sub-committee. 
Thank you for the opportunity to comm ent on SB 125, and I guess in reality, on the very dire and critical 
PERS issue as a whole. Though 1 w ork  w ith  great diligence to never offend, or burn bridges, given the 
significance o f  this issue to PERS member employers, and the very real press o f  time for legislative action 
this session, my comments today arc going to be purposely direct, and i am going to be as transparent as I 
can be in conveying how  the Borough and other A M L  member em ployer’ s feel about what is going on 
w ith PERS/TRS legislation. W ith  that, m y comments are as follows:

1. I am happy to see that SB 125 recognizes that wc really do not have a single agent m ultip le 
employer system, and that legislative language needs to move forward such that our statutes 
reflect the reality that the State operates PERS as a consolidated blended system.

2. Section 5 contains language that essentially says one rate, which is the combined total o f  the 
normal and past service cost rates that w ill be applied to both D B and DC salaries. I concur w ith 
this provision, to do otherwise would at some point lead to discrim inatory h iring  practices.

3. Section 7. the 65/35 percent allocation o f  the unfunded liab ility  is a significant disappointment. It 
is a disastrous proposition that sets rates at levels that cannot he paid by school districts, the 
university system, cities, or by boroughs. I am particularly disappointed that the exhibits behind 
this proposition used labels such as winners, losers, and heroes! The Borough's position and the 
A M L 's  position, and my position lias been, and continues to be, that given how the system has 
been administered, and how one em ployer’ s actions affect another's liab ilities and how assets have 
every year for decades been blended and then reallocated it is impossible to say what assets or 
liabilities any member entity has. and therefore, what their piece o flh e  unfunded lia b ility  is. which 
drives their past service cost rates. Labeling winners and losers is nonproductive and divisive.
Those who have been advantaged and disadvantaged, is not determinable, period. This section o f 
the b ill clearly does not align in anyway w ith  the A M L  position o f  needing predictability, stability, 
nor a ffo rdab ility . 65/35 is a call to fiscally incapacitate member employers.

-I. I lien, after rates get set that can't be paid by member employers, we gel to section 9. a poison p ill 
provision that essentially says that even i f  a member employer has a legitimate reason not lo make 
a payment, or maybe sim ply can not because they just don 't have the money, the Adm inistrator o f 
the plan w ill s im ply go and take funds from any agency o f  the state or political subdivision that 
lias in its possession funds o f  the employer that couldn't pay iis b ill. So we set a rate that w ill 
cripple employers and then any life  blood funding available can he summarily taken w ith  no due 
process? I understand the Adm inistration needs a tool to collect from employers that w ill not pay a 
legitimate b ill. This is ihe wrong tool. I his is instead a heavy handed tool that w ill only accelerate 
the bankrupting o f  employers, then who w ill he left to pick up their piece o flh e  bar tab that they 
can no longer pay. in the end it ' l l  be the State.

5. Sections 10 through 15 deals w ith  terminations. Scrutiny needs to he given to language that allows 
for unlim ited term ination cost charges, that can then he extracted from an employer using the 
section 9 language. Scrutiny also needs to he given lo the section 15 language that says you only 
have 90 days after receipt o f  notice to decide i f  you want to add or terminate coverage o f  a 
department, group, or other classification o f  employees. First o ff. 90 days in a public process 
environment isn't even enough time lo deal w ith an issue as significant as what is contemplated in 
this section. Secondly, who can predict what makes sense in the future? W hy would we want to 
preclude future changes that may help the system? Though there w ill be an attrition factor, is it the 
intent o f this language that all existing school board members, council members, or assembly 
niemhers would have to stay in the system because they cou ldn 't elect out because a 90 day period



was missed? This makes no sense. If the administration is trying to fix an abuse, then prevent the 
abuse, but don't preclude all changes, both good and bad.

In summary, SB 125, and its companion I IB 206. does introduce language to amend the statutes to reflect 
that we do in-fact have a consolidated plan, and that we should use both salary bases when setting rates. 
However, and quoting from a recent AML letter: Any legislation which leaves communities having to pay 
unaffordable rates for an unfunded liability which was not o f  our making, and which risks bankrupting 
communities, is not a concept we can accept. This 65/35 proposal is just that kind o f  legislation as it does 
not provide any component o f  predictability, stability, or affordability.

Given that 1 have this opportunity, and given that I had an opportunity to talk with David l eal on 
Monday, I'd like to take a very brief moment to make a couple o f  other comments dealing with other 
PERS legislation for your consideration. Consistent with, and in accord with the letter that came out from 
the AM L on Tuesday, i f  the consolidation language from SB 125 could he added to the propos :d I louse 
Committee Substitute for I IB 95 & 96 I think we would be getting very close to shared solution that 
municipalities could live with and support. It is clear, and AML has consistently communicated, that its 
members firmly believe that an 85/15 splitting o f  the unfunded liability is about as fair as it is going to 
get. What is critical in this split is that they ended up, using the most current complete set o f  numbers 
available, with a rate that was affordable. Let me be clear. I am not saying it isn’t a rate that hurls, but at 
least no member employer would go broke, and though different communities fell the State was 
responsible for an even higher percentage, the AMI. member employers agreed as a group to the rate that 
an 85/15 splitting o f  the unfunded liability generated, which was an 18.27% rate. For the Borough, who  
had a 22 year average rate o f  4.17%. this is a huge increase 400 to 500% increase, but one the Mayor and 
Assembly were willing to accept to avoid a light with the State.

Going back to the A.VlL's 85/15 position, it was always known and understood tiiat the unfunded 
obligation would be going up. and accordingly, the 18.27% rate for FY '08 would likely go lip in future 
years lo 19 point something or 20 point something percentage, anti then level off. A fiat 22% rate, though 
being higher than was expected in '08 or '09. does bring with it the AML elements o f  predictability and 
stability. Though 22% is very much pushing, and nearly penetrating the envelope o f  affordability, and is 
at the upper end o f  the level that makes it not worth municipalities getting into a light with the State, it is I 
believe a number that everyone is equally unhappy about, but not so unhappy about that they 'd seek 
judicial relief from it.

Further. I think the I louse Committee Substitute also gets using the I)B and DC salary bases for setting 
the rate right, and great credit is given for getting the I RS rate down to the normal rate, projected al the 
12.56%.

Mr. Chairman, committee members, let me add one more hit o f  information for you to ponder over and 
digest. I feel obligated to make sure that you are informed about this part o f  the PERS issue w hen you are 
considering legislation. Our Code, like the Stale's statutes are law. As the ch ief financial officer o f lh e  
Borough. I hope you would concur that I am bound to adhere to the law. adhere to our Code. Specifically:

Fairbanks North Star Borough Code o f  Ordinance: 3.01.110 Preaudit o f  payables.
stales the following:

A. 1 he borough directors, other borough employees  
designated by the mayor and the superintendent o f  
schools shall certify to the controller requisitions and 
requests for payment covering expenditures against their



respective appropriations. Such certification will attest 
that the requisition or request is local, proper and is made 
lor an amount not in excess o f  the sum then available for 
the purpose named therein.

B. The ch ief  financial officer shall enter all such
requisitions or requests, after be in a certified as aforesaid, 
on the books o f  account o f  the borough.

Mr. Chairman, basically, I have been forced into a corner as the CFO and 1 am compelled  
and required by our Code to confront this issue, accordingly. I have drafted a memo to the 
Mayor on this issue, currently the draft concludes by saying:

In accord with this provision o f  our Code, and the undisputed knowledge o f  how  
the Fairbanks North Star Borough's PERS assets, liabilities, unfunded balance, and 
therefore past service cost rate is calculated by/fbr the State, a certification that the Borough's past service cost PERS rote o f 15.5% (as has been published for FY W  by the State) is proper cannot he made.
Accordingly, in my opinion, any billing from the State relating to any Borough 
PERS unfunded obligations cannot he legally paid. T he Borough is not the only 
political subdivision that must be able to attest to, and certify the correctness o f  a 
bill before tax payer dollars arc used to pay it. I can state with great conviction, 
that I for one. would like to not be forced into finishing that memo nor having to 
transmit that memo!

Mr. Chairman, members o f  the committee, and all niemhers o f  the legislature for that matter, it is my very 
great hope that you have hoard my words, and my message today. I sought to he direct and transparent, 
and lo offend no one today, and I most graciously apologize if  I did. Many have worked hard on the 
legislation before this body today, and on the other PERS legislation not specifically discussed today, and 
I most respectfully acknowledge those efforts, and that work, anti I say thank you. Bui at the end o f  the 
day, all o f  that work will have been for naught i f  even one member employer ends up fiscally 
incapacitated because we. and I mean collectively we. failed lo gel the final legislation right, f  or my part.
I will have failed to have spoken the words necessary to convey not only the Borough's message, but 
other municipality's message to this body, and put simply, in the end its about the rate.

Mr. Chair, committee niemhers. tluink you for the opportunity lo speak today. If I can do anything to 
assist this body in bringing forth, and adopting, legislation wherein everyone is a little unhappy, but 
wherein all employers w ill stay fiscally viable and he able to continue to provide their programs and 
services. I stand ready to assist in any way I can. I hank you kindly for your time today, this concludes my 
comments.
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April 28, 2007

Senator Bert Stedman, Co-Chair,
Senate Finance Committee;
Senator Lyman Hoffman, Co-Chair 
Senate Finance Committee;
And Senate Finance Committee Members

Re: SB 125 Pers/T'ers

Dear Senator Stedman, Senator Hoffman and Committee Members,

First, I would like to extend to all members o f  the Senate Finance Committee my 
appreciation for the time and thought that has gone into resolution o f  one o f  the key 
financial issues facing Alaska’s communities/ municipalities today.

Although I have fully supported the AML position o f  85 /15 ,1 believe the suggestions o f  
the 22% o f  salary is an affordable amount that the Kenai Peninsula Borough can manage. 
We are just starting the budget piocess, and the current percentage, in my view, is 
causing tremendous hardship.

What 1 fee) is needed, for the benefit o f  my property owners who are being asked time 
and again to pick up the short fall o f  which wc were not responsible, the 22%, if  that were 
a given for each year in the future, that is do-able.

1 know there is a lot o f  discussion yet to go. But, I support tire efforts toward the 22% o f  
salary as the portion for municipalities to contribute to Pers/Ters.

Thank you. And thank you again, for all your time and efforts.

Milli Martin 
P.O. Box 2652
Homer, AK 99603 
907-235-6652
e-mail: millimom@xyz.net

mailto:millimom@xyz.net
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PO Box 1603 
Petersburg, AK 99833 
April 28. 2007

In regards to: SB 125

Senator Ben Stedman, Committee Co-chair and Finance committee;

Dear Sirs:
It was with gravest concern that I read Governor Palin’s proposal to shift the 
burden of cost for the PERS shortfall to municipal employers. My employer 
providers an extremely high quality of health carc in an isolated and 
sometimes difficult setting. This is made possible because of the caliber of 
professional staff they have been able to recruit.
The governor’s plan to shift costs to small rural entities lo mediate the 
retirement shortfall will place an extraordinary burden on communities 
such as Petersburg. Such a switch would overwhelm the financial resources 
of our facility and withdrawal from PERS would be a likely consequence.
If  this were to occur Petersburg Medical Center would no longer have an 
attractive benefit package to offer professionals in the health carc field. We 
could no longer provide the draw to our beautiful but remote setting that has 
enabled us to reach and maintain our high standard.
In addition, professional employees such as myself who have made a 
commitment to our community and its service would be forced to seek 
employment elsewhere in order to complete our PERS program and ensure 
our own security in retirement. This would pull from here and other small 
communities an extremely necessary resource.
I want to sec. the committee and Governor Palin explore an alternative plan 
such as a state wide sales tax or income tax that would include the areas of 
our state’s highest population and not target our smallest communities 
with undue hardships that they are unable to bear.

Respectfully yours,

7 f t £ }° ,

Sharon M Hunter RN, BSN, CWC’N 
Home Health Manager
Petersburg Medical Center I Iome I Icalth Agency



For the record, my name is Shana Crondahl, and I am testifying on behalf o f the 
Alaska Municipal League.

Senator Stedman, Senator Hoffman, and members o f the committee, thank you 
for the opportunity to testify today on SB 125.

A M L supports amending state statutes to reflect that PERS has been managed as 
a consolidated plan. SB 125 makes the changes to statutes necessary to 
accomplish that. Cost sharing resolves some o f the accounting issues currently 
plaguing the system that w ill otherwise be very d ifficu lt for PERS employers to 
come to agreement on.

A M L also supports a uniform consolidated normal cost rate and a provision lo 
amortize the unfunded actuarial accrued liability (UAAL).

While we understand that the governor’s proposal to pay 65% o f the unfunded 
liability as o f June 30, 2006 is just a starting point for negotiations, we urge you 
to remember that ultimately the amount the state pays for w ill come down to just 
one thing: what communities can afford.

I f  the normal cost rate plus the amortization rate on the unfunded actuarial 
accrued liability (U A AL) exceeds what communities have the ability to pay, 
which we think it w ill at the proposed rate o f 65%, local governments w ill be 
unable to provide for the basic needs o f citizens, and the stale w ill be forced to 
step in.

i would also like to point out that 65% o f the unfunded liab ility as o f June 30, 
2006 is not actually 65% o flhe  total unfunded liability. The unfunded liability 
has increased since June 30, 2006, and w ill continue to increase.

Each year the unfunded liability is recomputed. With a set date in SB 125 -  June 
30, 2006, upon which the state’s share w ill continue to be computed, we may end 
up in a situation where all the other employers’ liabilities w ill continue to rise, 
while the stale’s share remains a fixed amount.

Let's find a way to avoiu this scenario, so we’ re not back here at the table again 
next year. I commend you for your efforts to address this very d ifficu lt issue.
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DEPARTMENT OF ADMINISTRATION

O FFICE O F THE COMM ISS IONER
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S A R A H  P A L IN , G O V E R N O R

April 30 , 2 0 0 7

T h e H onorab le  B ert S te d m a n  
C o-C hair, S e n a te  F in an ce  C om m ittee  
A laska  S ta te  C apito l 
J u n e a u  AK 99801

D ear S e n a to r  S te d m an :

T h e se  a re  a n sw e rs  to is s u e s  ra ise d  in  th e  April 23  h e a r in g  o n  SB  125 by 
m e m b ers  a n d  v,y  re p re se n ta tiv e s  oi’ local g o v e rn m en ts  w ho w ere  online,

1. T he a p p ea l lo th e  Ofl'ice o f A d m in istra tiv e  H earin g s  (OAH) th a t  I 
believe S e n a to r  E lton  re fe rred  to is th e  ap p ea l o f th e  c la ss if ic a tio n  of 
co m m u n ity  serv ice  officers ( J u n e a u  ap p ea led  th e  d iv ision 's  d e te rm in a tio n  
th a t  th e  co m m u n ity  serv ice  officers w ere e rro n eo u s ly  re p o rte d  a s  p eace  
officers w ith  2 0 -y e a r  re tire m e n t a n d  h ig h e r  c o n tr ib u tio n s , w h en  they  
sh o u ld  be  in th e  "all o ther"  c lassifica tio n , w ith  3 0 -y e a r  re tire m e n t a n d  
re g u la r  c o n tr ib u tio n s). T h is  is n o t th e  k in d  of "classifica tion" th a t will be 
affected  by th e  9 0 -d ay  perio d  for a d d itio n  o r te rm in a tio n  o f coverage of 
c la ss if ic a tio n s  of em ployees in tra n s itio n  sec tio n  19 of th e  S e n a te  
F in an ce  C o m m ittee 's  CS for SB 125. A m endm ent, o f  a  p a r tic ip a tio n  
a g reem en t to ad d  o r rem ove a  covered  g ro u p  will no t h av e  a n  affect on  
o u r  a p p e a ls  w ith  OAH. M em bers h av e  vested  r ig h ts  u p o n  e n try  in to  the: 
sy s tem  a n d  a n y  ch an g e  m ad e  to a  p a rtic ip a tio n  ag reem en t w ould  affect 
p a rtic ip a tio n  p rospcctively  only.

2. R ecognized p a s t  serv ice  is serv ice p erfo rm ed  by a n  em ployee for the  
em ployer before th e  em ployer jo in s  th e  PERS o r before th e  em ployer a d d s  
the  covered g ro u p . W hen  political su b d iv is io n s  ag ree  to recognize p as t 
serv ice o f th e ir  em ployees in th e ir  PERS p a rtic ip a tio n  a g re e m e n ts , th is  
c re a te s  a  p ast serv ice liability. U n d er th e  c u rre n t sy s tem , a  political 
su b d iv is io n  m u s t c o n s id e r  th e  cost o f recognizing  p a s t  serv ice. G oing to 
a cost s h a re  sy stem , a  political su b d iv is io n  w ould  have no in cen tiv e  no t 
to recognize p a s t  serv ice d u r in g  th e  9 0 -day tra n s itio n  period  if it cou ld  
ju s t  im m ed iate ly  tra n s fe r  liab ility  for th e  p a s t se rv ice  to o th e r  em ployers  
p rim arily  th e  S ta te . S u b se c tio n  (b) of th e  tra n s itio n  prov ision  in sec tio n  
19 p rev en ts  th is .



T h e  H o n o r a b l e  B e r t  S t e d m a n -  2  - A p r i l  3 0 ,  2 0 0 7

3. M ilitary serv ice  is a  type o f serv ice  p u rc h a s e  in itia te d  by PERS 
m e m b ers  w h en  th ey  v e s t to b u y  qualified  m ilita ry  serv ice  p r io r  to e n try  
in to  th e  PERS. T h e  m e m b e r  p ay s  8 .5%  o f th e ir  a n n u a liz e d  v e s tin g  y ear, 
p lu s  in te re s t. T h e  em p lo y er su b s id iz e s  th e  r e s t  o f th e  cost. M ilitary  
serv ice  c a n n o t b e  u s e d  to  qualify  for re tire m e n t eligibility, b u t  T ier III 
PERS m e m b e rs  m ay  u s e  it to  qualify  for th e  1 0 -y ear c re d ite d  se n d e e  for 
h e a lth  in s u ra n c e  if th e  in d e b te d n e s s  is pa id  in  full. U n d e r th e  c o s t 
sh a re , all em p lo y ers  w ou ld  s h a re  in  th e  p o rtio n  o f th e  c o s t th a t  is 
su b sid ized . T h e  r ig h t o f D efined  B enefit p la n  m e m b e rs  to  c la im  m ilita ry  
serv ice is n o t affected  by  SB  125.

T h a n k  you for th e  o p p o r tu n ity  to re sp o n d  to th e s e  is s u e s . If y o u  hav e  
ad d itio n a l q u e s tio n s , p lea se  c o n ta c t m e.

A n n e tte  K reitzer 
C o m m issio n e r
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A pril 30 , 2 0 0 7

T h e  H onorab le  B e rt S te d m a n  
C o -C h a irm an , S e n a te  F in an ce  C om m ittee  
A lask a  S ta te  C apito l 
J u n e a u  AK 9 9801

D ear S e n a to r  S te d m a n :

Two q u e s tio n s  w ere  a sk e d  a t  th e  S e n a te  F in an ce  C o m m ittee  h ea rin g  
S a tu rd a y , A pril 2 8  th a t  re q u ire  follow -up.Sen ator Elton aslcecl w hether appealing through the O ffice o f  Adm inistrative H earin gs (OAH) w ould cost the political subdivisions w hich have fund s  "claim ed ” by the State  fo r  nonpaym ent o f  their Public Em ployee Retirem ent System  (PERS) obligation.
OAH do es  n o t ch a rg e  a p p e lla n ts  for a  h earin g . In  th is  in s ta n c e , s in ce  th e  
q u e s tio n  w ould  be w h e th e r  th e  S ta te  D ivision of R e tirem en t & B enefits  
( th ro u g h  th e  D ep artm en t) sh o u ld  h av e  c la im ed  m o n ies  d e s tin e d  for a  
n o n -p ay in g  co m m u n ity , it seem s u n re a so n a b le  for th e  PER S to p ay  th e  
co s t of th e  h ea rin g . It is a lso  a n tic ip a te d  th a t  th is  w ou ld  be  a  ra re  even t. 
T herefo re . 1 believe th e  co s t w ould  be  a llo ca ted  10 th e  g e n e ra l fu n d  
p o rtio n  o f th e  OAI I's b u d g e t.Sen ator Thom as a sk e d  w hat would happen i f  som eone else  assu m ed  liability fo r  the P E R S debt -  he raised the possibility that a  buyer o f  a  m unicipally ow ned utility could a ssu m e  the debt an d  then renege on it.
T h e b u y e r  w ould  h av e  to be  a  p u b lic  o rg an iza tio n  o r m u n ic ip a lity . T he 
p lan  w ould  n o t allow  a  p riv a te  se c to r  em ployer to a s s u m e  a n y  liab ility  in 
th e  p la n . T h e  m u n ic ip a lity  w ould  c o n tin u e  to owe th e  deb t u n til paid .

T h a n k  y o u  for th e  o p p o rtu n ity  lo re sp o n d  to th e s e  q u e s tio n s . P lease  
c o n ta c t m e if you n eed  ad d itio n a l in fo rm ation .

S incerely ,
. f r '

v  i f r ' n  /  c * t * —
A n n e tte  K reitzer 
C o m m issio n e r







A n a ly s is  o f  C h a n g es
FCC CSSB 125 vs. lie s  CSSB 125(F1N)

Feb 29, 2008

F C C  C S  S B  125 (VerR)
B i l l  S e c t io n  C h a n g e

H C S  CSSB .125 (F IN ) 
C o r r e s p o n d in g  B i l l  S e c t io n  J

T it le •  No Change T it le

See. 1 In t e n t  L a n g u a g e
•  Adds intent language to clarify that the 

legislature intends to provide grants to the 
“Heroes” and “Hard Harmless” employers 
through a separate appropriation vehicle

• S I 3.261 Mill currently in the SB256 FYOS 
Supplemental Budget to accomplish this.

N/A - N ew

Sec . 2 A S  09.17.070
• Drafting change - codify language that was 

written as uncodificd in See. 27 o f  the current 
version o f  the bill.

• Language deals with handling o f  damage  
awards

See. 27 - Modified

See. 3  - 4 A S  14.25.070 &  AS 14.25.085
•  No Change

Sec. 1 - 2

See. 5 A S  14.25.087
•  Adds SB 123 conforming language to clarify 

that medical contributions shall be deposited 
in the Alaska Retiree Health Care trust

See. 3 - Modified

N/A • Passage o f  SB 123 makes this section 
unnecessary

See. 4 - Deleted

See. 6 - 8 A S  14.25.220, A S  14.25.350(d), A S  39.35.100
• No Change

Sec. 5 - 7

N/A AS 39.35.115
•  Passage o f  SB 123 makes this section 

unnecessary

See. 8 - Deleted

See. 9 -  10 A S  39.35.125(a), A S  39.35.160(c)
• No change

See. 9-10

Sec. 11 A S  39.35.255
• Changes the payroll “ floor” used in 

calculations from FY07 to the FYOS fiscal 
year

• Change required due to 1 -year delay o f  bill 
passage.

See. 11 - Modified

Prepared by Sen. Stcdman's Office 1 ol d
Senate Finance Committee



A n a ly s is  o f  C h a n g es
FCC CSSB 125 vs. IICS CSSB 12S(FIN)

Feb 29, 2008

F C C  C S  SB  125 (VcrR)
B i l l  S e c t io n  C h a n g e

H C S  C S S B  125(FIN) C. , , 
C o r r e s p o n d in g  B i l l  S e c t io n

See. 12 A S  39.35.280
• N o  C h a n g e

See. 12

See. 13 A S  39.35.282
• A dds  SB  123 co n fo rm in g  language lo  c la r ify  

that m e d ic a l co n tr ib u t io ns  sha ll be deposited 
in  the A lask a  R etiree H ea lth  C are trust

See. 13

N/A • Passage o f  SB  123 m akes this section 
unnecessary

See. 14 - D e le ted

Sec . 14 A S  39.35.520(a) 
• N o  C h a n g e

Sec. 15

See. 15 A S  39.35.610 (b)
• B i l l  section  changed  to con fo rm  w ith  

la nguage  p re v io u s ly  adopted in  SB  123

Sec. 16 - M o d if ie d

See. 16 A S  39.35.615 (a)
• N o  C h a n g e

See. 17

N/A A S  39.35.615 (1)
• S ubsect io n  was repea led in  SB  123

See. 18 - D e le ted

N/A AS 39.35.620 (h)
• S ubsect io n  was repea led  in  SB  123

See. 19 - D e le ted

See. 17 A S  39.35.615 (i)
• N ew  subsection  (i) w h ic h  conta ins re levan t 

language from  subsection  (1) repea led in  SB  
123'”

N/A - N ew

See. 18 A S  39.35.620 (I<)
• N ew  subsection  (k) w h ic h  conta ins re levan t 

language  from  subsection (h) repea led in  SB 
123

N/A - N ew

See. 19 A S  39.35
• C hang es  the p ay ro ll “ f lo o r” used in  

te rm in a t io n  c *st ca lcu la t io n s  from  FY07 to 
the FYOS fisca l year

• C h a n g e  requ ired  d ue  to 1 -year d e la y  o f  b i l l  
passage.

See. 20 - M o d if ie d

Prepared hy Sen. Stcdman's Office
Senate Finance Committee
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A n a ly s is  o f  C h a n g es
FCC CSSH 125 vs. lie s  CSSB 12S(F1N)

Feb 29, 2008

FC C  CS SB 125 (VcrR)
Bill Section Change

HCS C SSB  125(FIN)  
C orresponding Bill Section

Sec. 2 0 - 2 1 A S 39.35.650 and AS 39.35.680  
• N o  C ha ng e

Sec. 21 - 2 2

Sec. 22 AS 39.35.725(a)
• Updates “C a tch  u p ” p ro v is io n  to rem ove 

statutory references that w here in  c o n f lic t  
be tw een  SB  123 and SB  125.

• “C a tch  u p ” p ro v is io n  dea lt w ith  e lected 
o f f ic ia ls  p a r t ic ip a t in g  in  the P ER S  D e f in ed  
B ene f it P lan

N/A - N ew

Sec. 23 AS 39.35.750(d)  
• N o  C ha ng e

Sec. 23

Sec. 24 Repeals
• M o d if ie s  current R epea le r section to co n fo rm  

w ith  SB  123

Sec. 24 - M o d if ie d

N/A C onditional Repeals related to SB 123
• S ec t io n  no longer necessary due to Ihe 

passage o f  SB  123

Sec. 25 - D e le ted

N/A T ransition  Language
• R em o ves  FY 09 - F Y  12 h o ld  harm less 

co n tr ib u t io n  rates for those P ER S  em p loyers 
w hose  F Y  09 board adopted rate is cu rren t ly  
b e lo w  22%

• Leg is la tu re  in ten t is to p ro v id e  grants to the 
“ I le ro cs” and “1 lard 1 la rm lcss” em p loyers  
through a separate app rop r ia t io n  v e h ic le

• S i3.261 M il l  cu rren t ly  in  the SB256 FYOS 
S upp lem en ta l Budget to a ccom p lis h  this

Sec. 26 - D e le ted

N/A U n c o d if ic d  Law
• M o v e d  to See. 2 o f  n ew  C S

See. 27 - M od if ie d

N/A Uncodificd  Law
• R em o ves  u n co d if ic d  law  language d e a lin g  

w ith  e lected  o f f ic ia ls  “C a tch  u p ” p ro v is io n

Sec. 28 - D e le ted

See. 25 Transitional Regulations
• N o  change

Sec. 29

Prepared by Sen. Stedman's O flkc
Senate Pinance Committee
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A n a ly s is  o f  C h a n g es
I'CC CSSB 125 vs. I ICS CSSB 125(FINJ

Feb 29, 2008

FC C CS SB 125 (VcrR)
Bill Section Change

IlC S C SSB  125(F1N) 
CoFrcs'poridin^

N/A R evisor’s Instructions & Conditional Lang
• T hese  sections arc no lo nger necessary d u e  to 

the passage o f  SB  123 last session

Sec. 3 0 - 3 2 -De le ted

S ec . 26 - 27 Effect Date Clauses
• See. 2 has im m ed ia te  e ffe c t ive  date
• Rest o f  b i l l  has J u ly  1, 2008 (FY09) e ffe c t iv e  

date

Sec. 33 - 34 - M o d if ie d

Prepared by Sen. Slcdman's Office
S e n a te  finance Committee

•I ol d



Conference Committee on SB 125 
February 20, 2008 

HCS CSSB 125 (FIN)

Substantive Changes Requiring Powers o f Free Conference:

Removing all references to SB 123 which become law June 7, 2007
Both bills made adjustments to retirement system statutes and were 
traveling in tandem last year. Since SB 123 become law and SB 125 didn’t, 
contingent references to SB 123 need lo be removed.

Updated Effective Date Clauses as a result o f one year delay

Remove “ Catch up” provision dealing with elected officials participating in the 
PERS Defined Benefit Plan. This provision is no longer necessary.

Due to one-year delay, must reconfigure contribution rate percentages for 
employers in the “ Mold Harmless” category (current actuary rates below 22%) 
and the “ Heroes”  category (contributed excess amounts imo the unfunded 
liability during 2005-2007) lists, based on most latest actuary report (June 30, 
2006 data) and current FY07 payroll data.

Restate employers’ salary base floor from FY07 to FY08

Restate fiscal year effective dates.



A L A S K A  S T A T E  L E G I S L A T U R E

O ffic ia l Business

February 20,2008

T h e  H o n o r a b l e  L y d a  G r e e n  

P r e s i d e n t

A l a s k a  S t a l e  S e n a t e  

J u n e a u ,  A l a s k a

T h e  H o n o r a b l e  J o h n  H a r r i s  

S p e a k e r

H o u s e  o f  R e p r e s e n t a t i v e s  

J u n e a u ,  A l a s k a

D e a r  M s .  P r e s i d e n t  a n d  M r .  S p e a k e r ,

T h e  C o n f e r e n c e  C o m m i t t e e  c o n s i d e r i n g :

C S  F O R  S E N A T E  B I L L  N O .  1 2 5 ( F 1 N )

" A n  A c t  r e l a t i n g  t o  t h e  a c c o u n t i n g  a n d  p a y m e n t  o f  c o n t r i b u t i o n s  u n d e r  t h e  

r e t i r e m e n t  p l a n s  o f  t h e  P u b l i c  E m p l o y e e s ’ R e t i r e m e n t  S y s t e m  o f  A l a s k a  a n d  t h e  

T e a c h e r s '  R e t i r e m e n t  S y s t e m ,  t o  c a l c u l a t i o n s  o f  c o n t r i b u t i o n s  u n d e r  t h o s e  

r e t i r e m e n t  p l a n s ,  a n d  to  p a r t i c i p a t i o n  i n ,  a n d  t e r m i n a t i o n  o f  a n d  a m e n d m e n t s  t o  

p a r t i c i p a t i o n  i n ,  t h e  J e f i n e d  b e n e f i t  p l a n s  o f  t h o s e  s y s t e m s ;  r e l a t i n g  t o  e m p l o y e r  

c o n t r i b u t i o n s  t o  t h e  h e a l t h  r e i m b u r s e m e n t  a r r a n g e m e n t  p l a n ;  m a k i n g  c o n f o r m i n g  

a m e n d m e n t s ;  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 i l

1 I O U S E  C S  F O R  C S  F O R  S E N A T E  B I L L  N O .  1 2 5 ( F I N )

" A n  A c t  r e l a t i n g  l o  t h e  a c c o u n t i n g  a n d  p a y m e n t  o f  c o n t r i b u t i o n s  u n d e r  t h e  

r e t i r e m e n t  p l a n s  o f  t h e  P u b l i c  E m p l o y e e s '  R e t i r e m e n t  S y s t e m  o f  A l a s k a  a n d  t h e  

T e a c h e r s '  R e t i r e m e n t  S y s t e m ,  t o  c a l c u l a t i o n s  o f  c o n t r i b u t i o n s  u n d e r  t h o s e  

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

p a r t i c i p a t i o n  i n ,  t h e  d e f i n e d  b e n e f i t  p l a n s  o f  t h o s e  s y s t e m s ;  r e l a t i n g  t o  r e c o v e r ) ’ o f  

a n  a w a r d  o f  d a m a g e s  o r  o t h e r  r e c o v e r y  b y  t h o s e  s y s t e m s ;  r e l a t i n g  l o  e m p l o y e r  

c o n t r i b u t i o n s  l o  t h e  h e a l t h  r e i m b u r s e m e n t  a r r a n g e m e n t  p l a n ;  r e l a t i n g  to  

p a r t i c i p a t i o n  i n  I h e  p u b l i c  e m p l o y e e s '  d e f i n e d  c o n t r i b u t i o n  p l a n  b y  c e r t a i n  e l e c t e d  

o f f i c i a l s ;  m a k i n g  c o n f o r m i n g  a m e n d m e n t s ;  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 . "



Has met and failed 10 reach agreem ent on SB 125, and furtherm ore feels that an agreem ent 
cannot be reached even with limited powers of free conference. Therefore, the Conference 
Committee on SB 125 respectfully requests that this Committee be discharged and a free 
conference committee be appointed.

SENATE MEMBERS: HOUSE MEMBERS:

Sen. Hoffman, Chair Rep. Meyer, Chair

Sen. Huggins Rep. Samuels

Sen. Buinte Rep. Kerttula



Official Business

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

O n  S B  1 2 5

Mail Slop 3100 
State Capitol 

Juneau, Alaska 99801-1182

February 20. 2008

The Honorable Lyda Green 
President
Alaska Stale Senate 
Juneau, Alaska

The Honorable John Harris 
Speaker
House of Representatives 
Juneau, Alaska

Dear Ms. President and Mr. Speaker,

The Conference Committee considering:

CS FOR SENATE BILL NO. I25(FIN)

"An Act relating to the accounting and payment o f  contributions under the retirement plans 
o f  the Public Employees' Retirement System of Alaska and the Teachers' Retirement 
System, lo calculations o f  contributions under those retirement plans, and to participation in. 
and termination o f  and amendments to participation in, the defined benefit plans ol those 
systems; relating to employer contributions to the health reimbursement arrangement plan; 
making conforming amendments; and providing for an effective date,"

And

IIOHSECS FOR ( S FOR SENATE BILL NO. I25(FIN)

"An Act relating to the accounting and payment o f  contributions under the retirement plans 
of Ihe Public Employees' Retirement System ol Alaska and the Teachers' Retirement 
System, to calculations of contributions under those retirement plans, and to participation in. 
and termination o f  and amendments to participation in, the defined benefit plans of those 
systems; relating to recovery of an award of dummies or other recovery by those systems;• KT * W m m m
relating toemplovci contributions to the health reimbursement arrangement plan: relating to 
participation m the publu employees' del mod contribution plan b> certain elected officials; 
making conforming amendments; and providing for an cllcctive dale."

lias met and tailed to reach agreement on SB 125, and furthermore feels that an agreement cannot 
be reached even w itli limited powers o f  free conference. Therefore the Conference Committee »»n 
SB 125 respectfully requests that this ('ommillee be discharged and a free conference committee be 
appointed.
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SENATE/HOUSE 
CONFERENCE COMMITTEE 

On SB 1 2 5  
F e b r u a r y  2 0 ,  2 0 0 8  

8 : 0 6  a . m .

CALL TO ORDER

C o - C h a i r  H o f f m a n  c a l l e d  t h e  C o n f e r e n c e  C o m m i t t e e  m e e t i n g  t o  
o r d e r  a t  8 : 0 6 : 3 4  AM.

MEMBERS PRESENT

S e n a t o r  Lyman H o f f m a n ,  C h a i r  
S e n a t o r  C h a r l i e  H u g g i n s  
S e n a t o r  C on  B u n d e

R e p r e s e n t a t i v e  K e v i n  M e y e r ,  C h a i r  
R e p r e s e n t a t i v e  R a l p h  S a m u e l s  
R e p r e s e n t a t i v e  B e t h  K e r t t u l a

MEMBERS ABSENT

N o n e

ALSO PRESENT

A n n e t t e  K r e i t z e r ,  C o m m i s s i o n e r ,  D e p a r t m e n t  o f  A d m i n i s t r a t i o n

PRESENT VIA TELECONFERENCE

N o n e

SUMMARY 
CSSB 1 2 5 (F I N )

"An A c t  r e l a t i n g  t o  t h e  a c c o u n t i n g  a n d  p a y m e n t  o f  
c o n t r i b u t i o n s  u n d e r  t h e  r e t i r e m e n t  p l a n s  o f  t h e  P u b l i c  
E m p l o y e e s '  R e t i r e m e n t  S y s t e m  o f  A l a s k a  a n d  t h e
T e a c h e r s '  R e t i r e m e n t  S y s t e m ,  t o  c a l c u l a t i o n s  o f
c o n t r i b u t i o n s  u n d e r  t h o s e  r e t i r e m e n t  p l a n s ,  a n d  t o  
p a r t i c i p a t i o n  i n ,  a n d  t e r m i n a t i o n  o f  a n d  a m e n d m e n t s  t o  
p a r t i c i p a t i o n  i n ,  t h e  d e f i n e d  b e n e f i t  p l a n s  o l  t h o s e  
s y s t e m s ;  r e l a t i n g  t o  e m p l o y e r  c o n t r i b u t i o n s  t o  t h e  
h e a l t h  r e i m b u r s e m e n t  a r r a n g e m e n t  p l a n ;  m a k in g  
c o n f o r m i n g  a m e n d m e n t s ;  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 ."

And

HCS CSSB 1 2 5 (F IN )
"An A c t  r e l a t i n g  t o  t h e  a c c o u n t i n g  a n d  p a y m e n t  o f  
c o n t r i b u t i o n s  u n d e r  t h e  r e t i r e m e n t  p l a n s  o f  t h e  P u b l i c  
E m p l o y e e s '  R e t i r e m e n t  S y s t e m  o f  A l a s k a  a n d  t h e
T e a c h e r s '  R e t i r e m e n t  S y s t e m ,  t o  c a l c u l a t i o n s  o f
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c o n t r i b u t i o n s  u n d e r  t h o s e  r e t i r e m e n t  p l a n s ,  a n d  t o  
p a r t i c i p a t i o n  i n ,  a n d  t e r m i n a t i o n  o f  a n d  a m e n d m e n t s  t o  
p a r t i c i p a t i o n  i n ,  t h e  d e f i n e d  b e n e f i t  p l a n s  o f  t h o s e  
s y s t e m s ;  r e l a t i n g  t o  r e c o v e r y  o f  a n  a w a r d  o f  d a m a g e s  o r  
o t h e r  r e c o v e r y  b y  t h o s e  s y s t e m s ;  r e l a t i n g  t o  e m p l o y e r  
c o n t r i b u t i o n s  t o  t h e  h e a l t h  r e i m b u r s e m e n t  a r r a n g e m e n t  
p l a n ;  r e l a t i n g  t o  p a r t i c i p a t i o n  i n  t h e  p u b l i c  
e m p l o y e e s '  d e f i n e d  c o n t r i b u t i o n  p l a n  b y  c e r t a i n  e l e c t e d  
o f f i c i a l s ;  m a k in g  c o n f o r m i n g  a m e n d m e n t s ;  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 . "

C o - C h a i r  H o f f m a n  n o t e d  t h a t  t h e  t w o  v e r s i o n s  o f  SB 1 2 5  w e r e  
b e f o r e  t h e  C o m m i t t e e .  He o b s e r v e d  t h a t  t h a t  t h e r e  w e r e  s o m e  
m i n o r  c h a n g e s  t h a t  c o u l d  b e  m a d e  u n d e r  l i m i t e d  p o w e r s  o f  
f r e e  c o n f e r e n c e ,  b u t  h e  r e c o m m e n d e d  t h a t  a  F r e e  C o n f e r e n c e  
C o m m i t t e e  m a k e  t h e s e  c h a n g e s  i n  o r d e r  t o  e x p e d i t e  t h e  
p a s s a g e  o f  SB 1 2 5 .

8 : 0 7 : 5 2  AM

ANNETTE KREITZER, COMMISSIONER, DEPARTMENT OF
ADMINISTRATION, e x p l a i n e d  t h a t  t h e  SB 1 2 3  t e c h n i c a l  
a m e n d m e n t s  w e r e  p a s s e d .  S e c t i o n s  f r o m  SB 1 2 3  w e r e  i n s e r t e d  
i n t o  SB 1 2 5 :

• S u b s t a n t i v e  C h a n g e s  R e q u i r i n g  P o w e r s  o f  F r e e  
C o n f e r e n c e :

• R e m o v in g  a l l  r e f e r e n c e s  t o  SB 1 2 3  w h i c h  b e c o m e  l a w  J u n e  
7 ,  2 0 0 7

B o t h  b i l l s  m a d e  a d j u s t m e n t s  t o  r e t i r e m e n t  s y s t e m  
s t a t u t e s  a n d  w e r e  t r a v e l i n g  i n  t a n d e m  l a s t  y e a r .  
S i n c e  SB 1 2 3  b e c o m e  l a w  a n d  SB 1 2 5  d i d n ' t ,  
c o n t i n g e n t  r e f e r e n c e s  t o  SB 1 2 3  n e e d  t o  b e  
r e m o v e d .

• U p d a t e d  E f f e c t i v e  D a t e  C l a u s e s  a s  a  r e s u l t  o f  o n e  y e a r  
d e l a y

• R e m o v e  “C a t c h  up" p r o v i s i o n  d e a l i n g  w i t h  e l e c t e d  
o f f i c i a l s  p a r t i c i p a t i n g  i n  t h e  PERS D e f i n e d  B e n e f i t  
P l a n .  T h i s  p r o v i s i o n  i s  n o  l o n g e r  n e c e s s a r y .

• D ue t o  o n e - y e a r  d e l a y ,  m u s t  r e c o n f i g u r e  c o n t r i b u t i o n  
r a t e  p e r c e n t a g e s  f o r  e m p l o y e r s  i n  t h e  " H o ld  H a r m l e s s "  
c a t e g o r y  ( c u r r e n t  a c t u a r y  r a t e s  b e l o w  22'* a n d  t h e  
" H e r o e s "  c a t e g o r y  ( c o n t r i b u t e d  e x c e s s  a m o u n t s  i n t o  t h e  
u n f u n d e d  l i a b i l i t y  d u r i n g  2 0 0 5  2 0 0 7 )  l i s t s ,  b a s e d  on  
t h e  l a t e s t  a c t u a r y  r e p o r t  ( J u n e  3 0 ,  2 0 0 6  d a t a )  a n d  
c u r r e n t  FY07 p a y r o l l  d a t a .

• R e s t a t e  e m p l o y e r s '  s a l a r y  b a s e  f l o o r  f r o m  FY 07 t o  FY08

S e n a t e  F i n a n c e  C o m m i t t e e 2 0 2 / 2 0 / 0 8  8 : 0 6  A . M .



• R e s t a t e  f i s c a l  y e a r  e f f e c t i v e  d a t e s .

8 : 0 9 : 3 4  AM

C o - C h a i r  H o f f m a n  r e l a t e d  t h a t  i t  w a s  h i s  b e l i e f  t h a t  t h i s  
c o m m i t t e e  c a n n o t  r e a c h  a g r e e m e n t  o n  t h e  p r o v i s i o n s  o f  SB 1 2 5 ,  
w i t h o u t  l i m i t e d  p o w e r s  o f  f r e e  c o n f e r e n c e .  T h e r e f o r e ,  I  
w o u ld  l i k e  t o  e n t e r t a i n  a  m o t i o n  t h a t  w e  s i g n  a l e t t e r  
a d d r e s s e d  t o  t h e  S p e a k e r  o f  t h e  H o u s e  o f  R e p r e s e n t a t i v e s  a n d  
t h e  P r e s i d e n t  o f  t h e  S e n a t e  r e q u e s t i n g  t h a t  t h e  C o n f e r e n c e  
C o m m it t e e  o n  SE 1 2 5  b e  d i s c h a r g e d  a n d  a  f r e e  c o n f e r e n c e  
c o m m i t t e e  b e  a p p o i n t e d .

S e n a t o r  H u g g i n s  MOVED t o  ADOPT a  l e t t e r  a d d r e s s e d  t o  t h e  
S p e a k e r  o f  t h e  H o u s e  o f  R e p r e s e n t a t i v e s  a n d  t h e  P r e s i d e n t  o f  
t h e  S e n a t e  r e q u e s t i n g  t h a t  t h e  C o n f e r e n c e  C o m m i t t e e  o n  SE 
1 2 5  b e  d i s c h a r g e d  a n d  a  f r e e  c o n f e r e n c e  c o m m i t t e e  b e  
a p p o i n t e d .

T h e r e  b e i n g  NO OBJECTION, i t  w a s  s o  o r d e r e d .

S e n a t o r  B u n d e  q u e s t i o n e d  how a c t i o n  o n  p e n s i o n  o b l i g a t i o n  
b o n d s  w o u l d  a f f e c t  SB 1 2 5 .  M s. K r e i t z e r  d i d  n o t  t h i n k  t h e y  
w o u l d  a f f e c t  SB 1 2 5 .

ADJOURNMENT

T h e  m e e t i n g  w a s  a d j o u r n e d  a t  8 : 1 1  AM.

S e n a t e  F i n a n c e  C o m m i.1 1 e o 3 0 2 / 2 0 / 0 8  8 : 0 0  A . M .



Conference Committee on SB 125 
February 20, 2008 

HCS CS SB 125 (FIN)

Substantive Changes Requiring Powers o f Free Conference:

Removing all references to SB 123 which become law June 7, 2007
Both bills made adjustments to retirement system statutes and were 
traveling in tandem last year. Since SB 123 become law and SB 125 didn’t, 
contingent references to SB 123 need to be removed.

Updated Effective Date Clauses as a result o f one year delay

Remove “ Catch up” provision dealing with elected officials participating in the 
PERS Defined Benefit Plan. This provision is no longer necessary.

Due to one-year delay, must reconfigure contribution rate percentages for 
employers in the “ Hold Harmless”  category (current actuary rates below 22%) 
and the “ Heroes”  category (contributed excess amounts into the unfunded 
liability during 2005-2007) lists, based on most latest actuary report (June 30. 
2006 data) and current FY07 payroll data.

Restate employers’ salary base floor from FY07 to FY08

Restate fiscal year effective dates.







HOUSE COMMITTEE R E vd .V

D a t e  o f  C o m m i t t e e  A c t i o n :  \  \  l._p  1 O

T h e  F I N A N C E  C o m m i t t e e  c o n s i d e r e d :  C S S  I t  1 2 S ( F I N )

C S  F O R  S E N A T E  B I L L  N O .  1 2 8 ( F I N )  A L C O H O L  L O C A L  O P T I O N  P R O V I S I O N S

" A n  A c t  r e l a t i n g  t o  t h e  s a l e ,  d i s t r i b u t i o n ,  a n d  p u r c h a s e  o f  a l c o h o l i c  b e v e r a g e s ;  r e l a t i n g  t o  a  s t a t e  d a t a b a s e  f o r  r e c o r d s  o f  

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

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

R e c o m m e n d s  i t  h e  r e p l a c e d  w i t h  | ^ s H 1 C S  o r  |  | C S  fo r  \  c r S ?  ^ ________ ,  ( I 'O J  )

F o r  S e n a t e  B i l l s  w i t h  n e w  t i t l e :  [  / T e c h n i c a l  T i t l e  /  /  N e w  T i t l e ;  I  I C R  J / j s a m e  T i t l e  [ ] N e w  T i t l e

[ J attach amendments
[ ] add new referral to __________ Committee
[ ] Letteroflntent __________ Committee

(7)
D ale R eferred  to C om m ittee: M ay 15 , 2007 FU R T H E R  R E F E R R A L S :

List o f  
Abhrev 
fo r
Dfpts.:
ADM
CKD
COU
CRT
BED
DEC
DFG
G O V
iiss
L W F
L A W
I.KG
AIY A
1)NR
DPS
REV
DOT
UA

N E W  F I S C A L  N O T E S

List hy l)cpt(s): * F Nf f Fi al toilet. Zero

.

P R E V I O U S  F I S C A L  N O T E S

List to' Drni(s): i FNtf | Fiscal Indet. [ Zero
* 2

S i g n i n g  w i t h  r e c o m m e n d a t i o n s | D P
P r in ted  l.ust Nam e
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X
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V  X  0  , /  r -  f J . i r i t i A  i  L c A A W f m c
. r

/
1

C h a i r :  l ^ i _ /VI X
C h a i r :



(

F I S C A L  N O T E

S T A T E  O F A L A S K A
2007 L E G IS L A T IV E  SESSIO N

Revision Dato/T im o (Note if correction):__________
Title "An Act relal'ng. . .  to a state database for

Fiscal Nolo Number:
Rill Version:
(S) Publish Date:

Dept. Affected:
■r d u

2

CSS13 128(JUD)
5/2/07

Public Safety
Statowide Support

ro co rd a  of corta in a lcoholic p u r c h a so s  of a lcoholic  b o v e r a g e s . . . "
Sponsor Senator Olson___________________________
Requester Senate Judiciary Committee______________

Component Alcoholic Beverage Control Board

E xp cnd itu ro s /R ove nu os

Component No. 

(Thousands of Dollars)

2690

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES PY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

61.«J 61.9 61.9 G1.9 61.9 61.9
7.G 7.6 7.6 7.6 7.6 7.6

2 -1-1.0 49.0 15.0 15.0 15.0 15.0
1.0 1.0 1.0 1.0 1.0 1.0
3.0

TOTAL OPERATING 317.5 119.5 85.5 85,5 85.5 85.5

(CAPITAL EXPENDITURES

CIIANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
O ilier (Specify Type -Do not a b b rev ia te )

317.5 119.5 85.5 85.5 85.5 05.5

TOTAL
317.5 119.5 85.5 85.5 85.5 85.5

0.0Estimate o f any current year (FY2007) cost:
Mark th is box (X) if funding fo r this bill is included in tlio  Governor’s FY2008 budget proposal:

POSITIONS
Full-time t 1 1 1 1 1
Part-time
Temporary

ANALYSIS: (Ail.ich a -.op.n u<>p,njo ifnocossary)
T h i s  f i s c a l  n o t o  r e f l e c t s  t h e  c o s t s  o f  b u i l d i n g ,  m a i n t a i n i n g ,  a n d  m o n i t o r i n g  t l i o  d a t a b a s o  s o t  o u t  in  S e c t i o n s  
I - 3  o f  t h e  b i l l .  1 h i ; ;  w i l l  i n c l u d e  w o r k i n g  c l o s e l y  w i t h  p a c k a g e  s t o r e s  t h a t  s e l l  a l c o h o l i c  b e v e r a g e s  b y  w r i t t e n  
o r d e r .  T h c r o  i s  a  h i g h  f i r s t  y e a r  c o s t  l o  r e f l e c t  b u i l d i n g  i h o  d a t a b a s o .  T h e  d a t a b a s o  w i l l  t h e n  n e e d  t o  b o  
m a i n t a i n e d  a n d  m o n i t o r e d  in  s u b s e q u e n t  y e a r s .

I h o  e s t i m a t e d  o n e  t im e  e o  .t f o r  p a y i n g  for a  c o n t r a c t o r  t o  c o n s t r u c t  t h e  d a t a b a s e  i s  $ 2 6 3 , 1 1 0 0  o v e r  tw o  
y e a r s  ( $ 2 3 5 . 0  in  F Y 2 0 0 B ;  $ 3 - 1 . 0  i l l  F Y 2 0 0 9 ) .  C o n t i n u i n g  c o s t s  i n c l u d e  o n e  n o w  p o s i t i o n ,  a  C r im i n a l  J u s t i c e  
T e c h n i c i a n  I. R a n g e  1 2 ,  t o  p c i  f o r m  d a l a  in pu t ,  l i a i s e  w i th  a n d  t r a in  p a c k a g e  s t o r e  s u b s c r i b e r s  t o  t h e  
d a t a b a s o ,  
contd . o n  pfigo 2

Prepared by: Director Doug Gridin_________________________________________  Phone 269 0351
Division Department of Public Safety__________________________________  Dale/lim e -1/20/0/ 10:3 3 Af.l

Approved by: Walt Monegan. Commissioner_______________________________________ Dale -1/20/2007_______
Agency Dopurlinenl of Public Safely__________________________________

WJ/.W4 I-Mll|
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FISC A L NOTE II 2

AN ALYSIS  CONTINUATION

troubleshoot problems with the database, reconcile and audit records contained in the database, provide 
information to ABC  Investigators, Alaska State Troopers, and municipal law enforcem ent agencies that 
m ay use written order records to support criminal investigations, and o ther duties associated with running 
this new program w ithin the ABC Board operation. On-going contractual support to maintain the database 
is estimated at $6 , 0 0 0  per year.

Section 15 o f the bill calls for the creation, by the ABC Board, o f a lcoholic beverage delivoiy sites in Bethel 
and Kotzebue if requested by the respective local governing bodies. At this time, it is not known whether 
these delivery sites will be requested so they are not reflected in the fiscal note. Creation o f those delivery 
sites will be very expensive. It w ill require leasing or building large buildings and staffing the delivery sites 
with stato em ployees or contractors. The Department of Public Safe ly procurem ent section is presently 
assisting in research to see if adequate buildings are available for lease in Kotzebue and Bethel.

ST A T E  OF A L A S K A  B IL L  NO. CSSB 128(JUP)

2007 L E G IS L A T IV E  SESSIO N

(

P a g o  2  o f  2



F I S C A L  N O T E

S T A T E  O F A L A S K A
2007 L E G IS L A T IV E  SESSIO N

Revision Date/T im e (Note if correction);________________
Title An Act relating to alcohol sale, purchase and

distribution

Fiscal Note Number;
Oil! Version:
(S) Publish Dnto:

Dept. Affected: 
'RDU

CSSD 128(JUD)
5/2/07

Law
Criminal

Component Criminal Justice Litigation
Sponsor
Requestor
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The bill would am end current s la tu to  to further rcgulato the salo, distribution and shipment o f alcohol into 
damp com m unities across the sta te  through the creation and uso o f a statewide database for records of 
ptirchaso and sh ipm ent o f a lcoholic beverages to persons residing in such communities. It would also 
authorize the establishm ent of pilot community distribution silos in Kotzebue and Ilo the l to bo operated hy 
the ARC Goatd I ho bill would a lso amend provisions o f ilatuto addressing the purchase of alcohol.

I ho Department o f I aw  does not anticipate a (isisnt impact from passage o f this legislation.
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Insert new  section:

AS 0 4 .1 1.010(a) is amended to read:

(a) Except as provided in AS 04.11.020. a person may not know ingly

manufacture, sell, offer for sale, possess for sale or barter, traffic in, or barter 

an alcoholic beverage unless under license or permit issued under this title.

Renumber remaining sections accordingly.



a j y

OFFERED IN THE HOUSE 
TO: C S S B  128 (FIN)

S i
A M E N D M E N T  \  

BY REPRESENTATIVE MI

1

2

Page 1, line 9 

After “and”

Delete “shipments^  

Insert “shipped”

10

11

12

13

14

15

16 

17 
IS

19

2 0  

21 

22 

23

UJ



r d / 9  '  fF I S C A L  N O T E

ST A T E  O F A L A SK A '
2007 L E G IS L A T IV E  SESSIO N

Revision Dale/Timo (Note if correclion):________________
Title "An Act relating . . .  to a stale database for
records of certain alcoholic purchases of alcoholic beverages ,
Sponsor Senator Olson_____________________________
Requester Senate Community & Regional Affairs________

E xpend itu res /R evenues

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

Dept. Affected: 
RDU

1
CSSB 128(CRA)
3/28/07

Public Safety
Statewide Support

Component Alcoholic Beverage Control Board

Component No. 
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Note: Amounts do not includo inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING

CAPITAL EXPENDITURES___________

CHANGE IN REVENUES ( ) f

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

0.0Estimato o f any current year (FY2007) cost:
Mark this box (X) if funding for this bill is included in the Governor's FY2008 budget proposal:

POSITIONS
Full-timo
Part-timo
Temporary

ANALYSIS: (Attach n sopor.itopngo if nocossaiy)
SB 120 directs the A lcoholic Beverage Conlrol Board, after consulting with package sto.e licensees, to 
create and maintain a statewide databaso that contains a monthly record of the alcohol purchases by, and 
shipments made to, a person who resides in a municipality or established villago that has restricted the 
sale o f alcoholic beverages under AS CM. 11.491 (a)(1), (2), or (3) or (b)(1) or (2). This information is to bo 
available to a packago store licensee, agent, or employee to consult bofore shipping, a law enforcement 
officer, a probation or parole ollicer, and the board only. Before alcohol is shipped, this "database 
maintained by the board" must bo checked and information updated.

A t this limo, tho ABC Board does not have sufficient Information to estimato tho cost o f creating at 
maintaining tho proposed databaso. Questions that need answers Includo:

Prepared by: Lauren Rico, Special Assistant
Division

Phono 465-1322
Department of Public Safety Dato/Timo 3/27/07 10:53 AM

Approved by: Walt Monognn, Commissioner
Agency Department of Public Safely

Date 3/27/2007
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I

AN ALYSIS  CONTINUATION

• Does Iho induslry liavo a clalabaso currently that might bo used by tho board to meet tho requirements of this bill?
• How should tho database be designed? What doos the databaso need to capture?
• What kind of access and security controls for users need to bo considered?
• Who will maintain these lists?
• What state security concerns will need to bo addressed if databaso is available ori the slato Wide Area Network and is accessed 
by non state employees?
• Does tho database need to bo availablo and fully supported 24 hours a day 7 days a week?
• How much information will be in tho databaso (size considerations)?
• Do all locations allow Iho same amount of alcohol to bo imported or do different locations allow different amounts?
• How will person and address verification bo addressed?

FISC A L  NOTE It 1

ST  A T E  O F  A L A S K A  K IL L  NO. C SSB 1 28(CRA)
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L e g i s l a t i v e  I n f o r m a t i o n  O f f i c e  
P .O .  B o x  1 6 3 0  
N o m e ,  A K  9 9 7 6 2 - 1 6 3 0  
( 9 0 7 )  4 4 3 - 5 5 5 5  
( 9 0 7 )  4 4 3 - 2 1 6 2  ( F a x )

Sfeta te  % e f f /

SENATOR
D O N A L D  C .  O L S O N

In Session: 
S t a t e  C a p i t o l  

J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2  
( 8 0 0 )  5 9 7 - 3 7 0 7  

( 9 0 7 )  4 6 5 -  3 7 0 7  
( 9 0 7 )  4 6 5 - 4 8 2 1  ( F a x )

D I S T R I C T  T

A l a k a n u k
A m b l e r
A n a k t u v u k  P a s s
A t q a s u k
B a r r o w
B r o v i g  M i s s i o n  
B r o w e r v i l l e  
B u c k l a n d  
C h e v a k  
D e e r i n g  
D i o m e d e  
E l im
E m m o n a k  
G a m b e l l  
G o l o v i n  
H o o p e r  B a y  
K a k t o v i k  
K i a n a  
K i v a l i n a  
K o b u k  
K o t l i k  
K o t z e b u e

Sponsor Statement 
Senate Bill 128

K o y a k

Alaska, along with many other states, finds itself in the position o f  needing to 
protect residents o f  rural communities from bootleggers o f  alcohol. Various alcohol 
abuse educational programs have been in place in rural Alaska for a number o f  years, but 
they have not served to halt the illegal importation and sale o f  alcohol to Alaska’s rural 
communities. SB 12N curbs bootlegging by allowing the Alcoholic Beverage Control 
(ABC) Board, at the request o f  the communities o f  Bethel and Kotzebue, to establish 
pilot alcohol delivery sites. If opened, these sites would operate for a period o f  three 
years.

Senate Bill 12N is aimed at preventing bootleggers from ordering alcohol from 
numerous package stores in violation o f  the local option. Alcohol Local Option 
Provisions require that the ABC Board, in conjunction with package store licensees, 
create and maintain a database documenting the sale, distribution, and purchase o f

Mountain Villacjl]c° l10^c beverages, ordered in writing, from persons residing in damp local option
communities. T he bill requires that a package store consult the database before filling a 
written order from a person residing in the local option area. The database will be 
available to package store licensees anil their agents and employees, law enforcement 
officers, probation and parole oflieers, and the ABC Board. Information in the database 
will not be available to the public.

N o a t a k  
N o m e  
N o o r v i k  
N u iq s u t  
N i u i a m  I q u a  
P i l o t  S t a t i o n  
P i t k a ' s  P o in t  
P o in t  I l o p o  
P o in t  L a y

Scnnimon BayIU)W hllowaneos fur the transfer o f  a borough license to a city within the borough’.' 
Solawik
Shaktootik 
Shishmaref 
Shungnnk 
St. Mary's 
St. Michael 
Slabbing 
feller
U n n l a k l o o t
Wninwiight
Wales
W liito Mountain

T he bill also corrects an inadequacy in state liquor law that hampers the ability o f  
arge hub communities to attract investment in family oriented restaurants. T here are

s
borders in order to meet public demand and promote economic development. A 
maximum o f  three liquor licenses may he transferred within a borough in each decade.

HV|vtW p i



S E C T IO N A L  A N A L Y S I S

S E N A T E  B IL L  128

Sections 1 and 2 require tnc Alaska Beverage Control (ABC) Board, after working with 
package store licensees, to create and maintain a database that keeps track o f  written 
orders for alcohol from persons residing in damp local option communities. A package 
store licensee must consult the database before filling a written order from the local 
option area to ensure that the customer has not already ordered the alcohol that the local 
option allows for that particular month. Any order filled must be immediately entered in 
the database. Failure to enter the information into the database is a class 13 misdemeanor. 
The information would be used to prevent bootleggers from ordering alcohol from 
numerous package stores in violation o f  the local option. The information in the database 
may only be used as specifically allowed by package stores and law enforcement; the 
information in the database would not be public information.

Section 3 prohibits a package store from shipping alcohol in response to a written order 
from a person residing in a local option area to any address other than the address o f  the 
person ordering the alcohol. However, if  the person ordering the alcohol lives in an area 
where a community delivery site 1 ’>s been established, the alcohol must be shipped to the 
delivery site.

Seetions 4 and 5 correct an omission in stale law that does not allow for transfer o f  
liquor licenses in large hub communities from the organized borough to within city limits 
o f  the community. For example, communities like NVasilla, Kcnai, or North Pole may 
have only a few licenses within the city, but the cities serve large populations outside city 
limits. T he bill would allow transfer o f  licenses available in the surrounding borough 
into the city center, to promote economic development in businesses such as lamily- 
orientcd restaurants. The transfer would require the approval o f  the governing body o f  
both the borough and the city.

Sections 0, 7, 11. 12 and 1.2 prohibit a person from purchasing alcoholic beverages in a 
local option area from another person who is selling the alcohol in violation o f  the local 
option. This conduct would he a class A misdemeanor. Under current law, AS  
0 1 .16.200(b), the person selling alcohol in violation o f  a local option would be guilty o f  a 
class C felony. Sections 6 and 11 include conforming amendments for the new 
provisions in Seetions 7 and 12.

Secti<m 8 extends the period after a local option has been adopted in a community from 
12 to 2d months, before an election may be held to remove the option or to change the 
option to a less restrictive alternative. It would also provide that after a community has 
adopted a local option, an election removing the option or making it less restrictive may 
be belli once in a .36 month period, rather than the IS month period in current law.



t

Section 9 prohibits a person from purchasing alcohol by written order on behalf o f  
another person who resides in a community that has elected to be dry. 'flic penalty for 
this violation would be a elass A misdemeanor.

Section 10 prohibits a person in a dry local option area from possessing ingredients or 
equipment with the intent to use them in the creation o f  home brew. This conduct would  
be a class A misdemeanor.

Sections 13 and 14 amend the forfeiture provisions for violation o f  AS 04.11.499. The 
law would allow for the forfeiture o f  alcohol that was purchased from a person who  
brought the alcohol into the community in violation o f  the community’s local option. 
They would not allow for the forfeiture o f  an airplane or other vehicle upon conviction o f  
a person for the purchase o f  alcohol from a bootlegger.

Section 15 would allow the ABC Board to establish pilot alcohol delivery sites in Bethel 
and Kotzebue, i f  the Board is requested by cither community to do so. If opened, the 
sites would operate for a period o f  three years.

Sections 16 -  21) include an instruction to the revisor o f  statutes and effective dates.

(uiHi.ilcd 05 13 0/)
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Informational Primer on State Liquor 
Law Effect on Local Economic 
Development

rj  *
t

T he C ity of YVasilla, in  p a rtn e rsh ip  w ith  eities, boroughs, an d  developers from 
a ro u n d  the  S ta te  is seek ing  to rectify an  in adequacy  in  s ta te  liquor law  th a t 
h am p e rs  th e  ab ility  o f hub  com m unities to a ttra c t  in v e s tm e n t in  h igh-end and  
fam ily  o rien ted  re s ta u ra n ts . S ta te  law  c u rren tly  allow s for 1 such license for 
every  3,000 re s id en ts  of a  com m unity, so in com m unities such as W asilla, 
K enai, or N orth  Pole th e re  m ay be only 2*3 full liquo r licenses allocated to go 
a ro u n d  for re s ta u ra n ts  to use. The problem  is th ese  com m unities sei’ve 
pop u la tio n  a re a s  ou tside of th e ir  city lim its  w hich a re  m any  tim es th e ir  own 
city  popu la tion  th u s  p rov id ing  a la rg e  m ark e t for re s ta u ra n ts . Since so few 
licenses a re  allow ed and  th ere  is no way to au g m en t th e  n u m b er of liquor 
licenses allow ed in a city the re su lt is a  lack  of d in in g  options, particu la rly  
h igh  end  or fam ily  o rien ted  d in ing  options in  th ese  com m unities and  the ir 
su rro u n d in g  areas.

T he C ity of YVasilla i ts e lf  h a s  been approached  by num erous h ig h e r end  and 
fam ily  o rien ted  d in ing  groups in te re s te d  in  locating  in  our city, only to learn  
such  location is im possible because a large com ponent of th e ir  business model 
is the  sa le  of w ine a n d  m ixed d rinks w ith  d in n er, which they cannot do here 
w ith o u t an  o u tlan d ish  ou tlay  of cap ita l to secu re  an  ex istin g  liquor license 
from  w ith in  th e  closed liquor license m arket.

In s te a d  of seek in g  to c rea te  m ore liquor licenses we feel i t  would be good public 
policy to use  ex istin g  licenses m ore efficiently by m ak in g  use o f existing 
borough allocated  licenses in hub cities w ith in  those boroughs.

We a re  su g g estin g  th e  s ta te  liquor license law be changed  in  the following 
w a y s :

1. R e s ta u ra n ts  w ith in  cities should  be allowed to use beverage dispensary  
liquor licenses allocated  to th e ir  boroughs w hen an d  only w hen both the  city 
a n d  borough ag ree  to such  a use.

S in c e  th e s e  lic e n s e s  a r e  a llo c a te d  to  th e  b o r o u g h s  to  s e r v e  t h e i r  

p o p u la t io n s  a n d  th e  c it ie s  a c t a s  th e  c o m m e r c ia l h u h  s e r v ic in g  th e s e  

[ s a m e  p o p u la t io n s  i t  w o u ld  s e e m  lo g ic a l t h a t  a  b o r o u g h  c o u ld  t r a n s f e r

o n e  o f  i t s  lic e n s e s  to  c i t y  c o n t r o l to  m e e t b o r o u g h  c o m m e r c ia l n e e d s .



2. Such tra n sfe rs  w ould only be allow ed for re s ta u ra n ts  tra n sfe rrin g  beverage 
d isp en sa ry  liquor licenses.

T h is  le g is la t io n  i s  n o t in t e n d e d  to  a l lo w  f o r  p r o l i f e r a t io n  o f  p a c k a g e  

l i q u o r  s to r e s , b a r s , o r  o t h e r  l i q u o r  d is t r ib u t io n  v e n u e s  o u ts id e  o f  s i t -  

d o w n  d in in g  e s ta b lis h m e n ts .

3. Such  tra n sfe rs  shou ld  only be allow ed in boroughs w ith  a population  of 
40,000 or more.

S in c e  t h is  le g is la t io n  i s  in t e n d e d  to  s e n d e e  th e  n e e d s  o f  la r g e r  s u b u r b a n  

p o p u la t io n s  i t  s e e m s  lo g ic a l to  p e r m i t  i t  o n ly  w h e re  s u c h  p o p u la t io n s  a r e  

la r g e  e n o u g h  to  w a r r a n t s u c h  a c t io n .

P lease  co n tac t Casey Reynolds, Econom ic D evelopm ent P lan n e r for the City of 
YVasilla a t  (907) 373-9030 to discuss our ideas an d  th e  process to change liquor 
license law s in  A laska.



TANANA CHIEFS CONFERENCE, INC.
1 2 2  F I R S T  A V E N U E  
F A I R B A N K S ,  A L A S K A  9 9 7 0 1 - 4 8 9 7

M a rch  2 7 , 2 0 0 7

D e a r  M e m b e rs  o f the S e n a te  C o m m u n ity  and R e g io n a l A ffa irs ,

R e : In su p p o rt o f S B  128

A s  you  know , is s u e s  re la ted  to the a b u s e  of a lco h o l rem a in  o f g ra v e  im p o rtan ce  

to th e  h ea lth , s a fe ty , and  w e lfa re  to the p eo p le  of the T a n a n a  C h ie fs  C o n fe re n c e  

R e g io n . S e n a te  Bill 128 p ro p o se s  to ta ke  se v e ra l s te p s  fo rw ard  in im proving the 

regu latio n  o f a lco h o l in o u r v illa g e s .

• W e  sup p o rt the e s ta b lish m e n t of a  s ta tew id e  d a ta b a s e  d e s ig n e d  to a llo w  a  

p a c k a g e  s to re  lic e n s e e  to a c c e s s , red ucing  the am o u n t o f a lco ho l that 

m ight o th e rw ise  go into a restricted  a re a  u n d er A S  0 4 .1 1 .1 5 0 (g ) .

• T h e  p rovis ion  to prohib it sh ip m en t of a lco h o l to a d d re s s e s  o ther than  

w h e re  the p u rc h a s e r  live s  is  o f c ritica l im p o rtan ce  to o u r v illa g e s . T o o  

often a b u ye r w ill h a v e  a lco h o l sh ip p ed  to a  n e a rb y  v illa g e  that d o e s  not 

h a v e  a prohib ition , c a u s e  a g rea t d ea l of troub le in that v illag e , and  then  

illegally  im ports that a lco ho l into th e ir ow n v illag e .

• E x ten d in g  the tim e fram e that loca l opticn  law  m a y  be  co n d u cted  to a  le s s  

re stric t ive  option , and  exten d in g  the tim efram e for co n d u ctin g  an  e lectio n  

m ore  than o n ce  a re  both e xce lle n t a m e n d m e n ts  to e x is t in g  law , a llow ing  

for m ore  stab ility  a n d  en co u rag in g  h ea lth y  b e h a v io rs .



• We support the provision which adds a prohibition on possession of 

homebrew ingredients with intent to manufacture alcohol.

• We support the addition of a penalty for a person purchasing alcohol from 

another person who had transported it illegally into a village.

Thank you for consideration of our support for the measures in Senate Bill 128, 

and for your hard work during this legislative session.

Sincerely,

Jerry Isaac, President

Tanana Chiefs Conference 

122 First Ave 

Fairbanks, AK 99701 

1-800-478-6822



Good Afternoon. Thank you for this opportunity to testify on SB 128. My name is 
Loretta Bullard. 1 am President o f  Kavverak, the regional non-profit consortium providing 
non-health services throughout the Bering Straits Region o f  Alaska. I also serve on the 
Alaska Rural Justice and Law Enforcement Commission representing Village Public 
Safety Officer contractors in the State.

Alcohol and substance abuse is the nucleus around which many o f  rural Alaska’s social 
problems revolve. Alcohol is a contributing factor in many, i f  not the majority o f  
suicides, homicides, child sexual abuse and physical neglect, domestic violence 
situations, and accidental death and injuries in rural Alaska. It is a 100% factor in 
children diagnosed to be FAS and FAE. 1 estimate that 90% o f  the Alaska Natives 
serving time in Alaska correctional facilities, are serving time for offenses conducted 
under the influence o f  alcohol, for consuming alcohol while on probation, or for 
importing or brewing alcohol in violation o f  local option laws. Alcohol abuse has a huge 
impact on Alaska families and on the State fiscal situation.

I am testifying in support o f  SB 128. Many o f  the provisions contained in SB 128 are 
practical solutions that were developed as part o f  the RJLC work group process, In this 
process, we had individuals from around the State o f  Alaska participate in work groups to 
develop options for consideration by the Commission, which if  implemented, would 
improve rural justice and safety throughout the State o f  Alaska. Work group members 
included representatives from the Department o f  Law, Department o f  Public Safety, rural 
residents, Alaska Legal Services, Alaska Federation o f  Natives as well as several 
Commissioners.

Provisions contained in SB 128 will help to curtail the importation o f  alcohol into 
communities that have opted to be damp or dry under Alaska Statutes by:

- Creating a statewide data base that will enable package store outlets to confirm 
that duplicate shipments are not being shipped to any particular individual in 
violation o f  the limits imposed by law. Currently, an individual could order 20 
shipments from 20 different outlets • much o f  which would no doubt be 
bootlegged. This would greatly curtail bootlegging activity in rural Alaska.

- Requires that alcohol shipments only be shipped to a purchaser’s home address.
This prevents alcohol from being shipped to nearby damp or wet communities, 
and then subsequently being imported into dry communities in violation o f  the 
local option law.

- Providing the opportunity for Bethel and Kotzebue to set up Alcohol Beverage 
Delivery Site Pilot Projects. As we understand it, Barrow established such a site a 
number o f  years ago which has proven to be a huge success in controlling the 
amount and delivery o f  alcoholic beverages into their community.

I he language would also limit the ability o f  a community to remove a local option or 
change to a less restrictive option such that a revot*' could not be conducted during the 
first 24 months after the local option was adopted or more than once in a 36 month 
period. I'liis would give the community time to fully experience whether the local option



law is working for the community -  and limit Hip Hopping due to organizing by very 
persuasive individuals at the local level.

The recommendations in SB 128 primarily address the supply side o f  tho issue. I 
encourage the Alaska legislature to also make additional funds available to address the 
demand for and treatment o f  alcohol and substance abuse. Alaska families, 
communities and the State budget would benefit if  the State proactively explored and set 
in place means to prevent and minimize the impact alcohol and substance abuse has on 
Alaska’s communities and families, before problems occur -  as opposed tc locking up 
individuals after tho fact.

While the provisions contained in SB 128 reflect only a small portion o f  the options that 
were developed, i f  implemented, they arc a step in the right direction. Attached to my 
testimony, is a list o f  the options that were developed by the Alcohol workgroup for the 
consideration o f  the Commission. 1 wanted to note that there are many more options that 
have not yet been fully explored and recommended by the Commission, simply because 
we ran out o f  funding to continue our work.

Unfortunately, the Rural Justice and Law Enforcement Commission’s funding got tied up 
in the federal budget “continuing resolution no-earmark" policy, such that (he 
Commission has not received 2007 federal funds to continue out work. A request was 
submitted to the State Legislature in February by the Commission asking for stop gap 
funding to help the Commission continue its work until such time as federal funding 
again becomes available. Since its inception in 2004, the Commission has been funded by 
federal receipts. 1 hope that the legislature will sec lit to support this very worthwhile 
commission.

Thank you for this opportunity to testily.
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Bullard
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CS FOR S E N A T E  B IL L  NO. 128( )

IN THE LEGISLATURE OF THE STATE OF AL A SK A  

TWENTY-FIFTH LEGISLATURE - FIRST SESSION

B Y

O f f e r e d :
Referred:

Spoiisor(s): SENATOR OLSON

A BILL

FOR AN A C T  ENTITLED  

"An Act relating to the sale, distribution, and purchase o f  alcoholic beverages; relating 

to a s late database  lor records o f  certain purchases o f  alcoholic beverages; relating to 

the relocation o f  a  license to sell a lcoholic  beverages; relating to procedures for local 

option elections for control o f  alcoholic beverages; and providing for an effective date."

5 || BE IT E N A C T E D  BY TH E L E G ISL A T U R E  O F TH E  ST A T E  O F A L A SK A :

6 II :i: Section I . AS 01.06 is amended by adding a new section to read:

7 || Sec. 04.06.095. Statewide database. The hoard, after consulting with package

S || store licensees, shall create and maintain a statewide database that contains a monthly

9 II record o f  the alcohol purchases by, and shipments made to, a person who resides in a

10 || municipality or established village that has restricted the sale o f  alcoholic beverages

11 || under AS 0 4 .1 1.491(a)(1), (2), or (3) or (b)(1) or (2). Except as otherwise specifically

1 11 provided in this section, the information contained in the database is confidential and

13 II is not subject to inspection or copying under AS 4 0 .25 .110 • 40.25.220. Information in

the database is available only to

• I •
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(1) a package store licensee, agent, or em ployee to consult before 

shipping alcohol to a purchaser in a restricted area as provided in AS 0 4 .1 1.150(g);

(2 j a law enforcement officer;

(3) a probation or parole officer; and

(4) the board.

* Sec. 2. AS 0 4 .1 1.150(g) is amended to read:

(g) If a shipment is to an area that has restricted the sale o f  alcoholic 

beverages under AS 0 4 .1 1.491(a)(1), (2), or (3) or (b)(1) or (2), a package store 

licensee, agent, or em ployee may not ship to a purchaser more than 10 and one-half 

liters o f  distilled spirits, 24 liters or more of wine, or 12 gallons or more of malt 

beverages in a calendar month, or a lower amount of distilled spirits, wine, or malt 

beverages if the municipality or established village has adopted the lower amount by 

local option under AS 0 4 .1 1.491(g). before xliifjpinu alcohol to a purchaser in a 

restricted area, a package store  licensee, auent. or em ployee  shall consult the

WORK DR AFT WORK DRAFT 25-LS0742\K

d atabase  maintained by the board under AS 04.06.095 lor  any alcoholic heveraue

sh ipm ents  made to the purchaser  durinti that calendar m onth by a package store

licensee, agent, or em ployee. A package store licensee, anent. or employee may

not ship an am ount o f  alcoholic  beverages to a purchaser  in a restricted area 

that, w hen  added to the am ount already shipped, exceeds the am ount authorized 

by this subsection. A package store licensee, at’ent. or em ployee  shall immediately 

enter  into the database the date and the amount o f  alcoholic  beverages shipped to 

the purchaser. Failure to enter into the database the date  and amount o f  alcoholic 

heyeraues shipped to the purchaser  as repaired by this subsection is a class It 

m isdem eanor.

* Sec. 3. AS 0 4 .1 1.150(h) is amended to read:

(h) A package store licensee, agent, or employee may not

(1) divide or combine shipments of alcoholic beverages so as to 

circumvent the limitation imposed under (u) of this section; or

(2) in response to a written o r d c i . ship alcohol to a purchaser at an 

address  other Ilian the address  where the purchaser resides or. if the purchaser

resides in a m unicipality  or established village that has adopted a .ocal option



1

2

3

4

5

6

7

8

9

in

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

WORK DRAFT WORK DRAFT 25-LS0742\K

under AS 04.11.491 (a)(1), (2), or (3) or (h)(1) or  (2) for which a community  

delivery site has been designated under AS 04.11.491 (TK to nn address other than 

that com m unity  delivery site except as provided bv  AS 04.11.491 (PH ) and (2).

* Sec. 4. AS 04 .1 1.400(a) is amended to read:

(a) Except as provided in (d) - (li), (k), [AND] (/), and (n) of this section, a 

new license may not be issued and the board may prohibit relocation o f  an existing 

license

(1) outside an established village, incorporated city, unified 

municipality, or organized borough ifa after the issuance or relocation, there would be 

(A) more than one restaurant or eating place license for each 1,500 population or 

fraction of that population, or (B) more than one license o f  each other type, including 

licenses that have been issued under (d) or (c) o f  this section, for each 3,000 

population or fraction o f  that population, in a radius of five miles of the licensed 

premises, excluding the populations o f  established villages, incorporated cities, unified 

municipalities, and organized boroughs that are wholly or partly included within the 

radius;

(2) inside an established village, incorporated city, or unified 

municipality if, after the issuance or relocation there would be inside the established 

village, incorporated city, or unified municipality

(A) more than one restaurant or eating place license for each

1.500 population or fraction o f  that population; or

(B) more than one license o f  each other type, including licenses 

that have been issued under (d) or (e) o f  this section, for each 3,000 population 

or fraction o f  that population;

(3) inside an organized borough but outside an established village or 

incorporated city located within the borough | , |  ifa after the issuance or relocation

there would be inside the borough, but outside the established villages and

incorporated cities located within the borough,

(A) more than one restaurant or eating place license for each

1.500 population or fraction o f  that population; or

(13) more than one license o f  each other type, including licenses

-3- CSSB 12K( )
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lhal have been issued under (d) or (e) o f  this section, for each 3,000 population 

or fraction o f  that population excluding the population o f  those established 

villages that have adopted a local option under AS 0 4 .1 1.491(b)(1), (3), or (4), 

and excluding the population o f  incorporated cities located within the 

organized borough.

:i: Sec. 5. AS 0 4 .11.400 is amended by adding a new subsection to read:

(n) The board may allow the relocation o f  an existing beverage dispensary 

license under AS 04.11.090 to a restaurant, eating place, or hotel, motel, resort, or 

similar business that contains a restaurant or eating place, in a borough with a 

population o f  60,000 or more if  the governing body of the borough approves the 

relocation. However, if the relocation o f  the license is into or within an incorporated 

city in the borough, the board may not approve the relocation unless the governing 

bodies o f  both the borough and the incorporated city approve the relocation. The board 

may allow not more than three relocations in a borough under this subsection each 

decade. In this subsection, "decade" means each 10-year period beginning April 1 in a 

year ending in zero.

* See. 6. AS 04 .11 .499  is amended to read:

Sec. 04.11.499. Prohibition o f  importation after election. If a majority o f  the 

voters vote to prohibit die importation o f  alcoholic beverages under 

AS 0 4 .1 1.491(a)(4) or (5) or (b)(3) or (4), a person, beginning on the first day o f  the 

month following certification o f  the results of the election, may not knowingly send, 

transport, or bring an alcoholic beverage into the municipality or established village, 

unless the alcoholic beverage is sacramental wine to be used for bona fide religious 

purposes based on tenets or teachings o f  a church or religious body, is limited in 

quantity it) the amount necessary for tcligious purposes, and is dispensed only for 

religious purposes by a person authorized by the church or religious body to dispense 

the sacramental wine. | IN THIS SI• ( ,'TION,

(1) "BRING" MEANS TO CARRY OR CONVEY OR TO ATTEMPT  

OR SOLICIT TO CARRY OR CONVEY;

(2) "SEND" MEANS TO CA USE TO BE TAKEN OR 

DISTRIBUTED OR TO ATTEMPT OR SOLICIT TO CAUSE TO BE TAKEN OR

WORK DRAFT WORK DRAFT 25-LS0742\K
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DISTRIBUTED, AND INCLUDES USE OF THE UNITED STATES POSTAL 

SERVICE;

(3) "TRANSPORT" M EA NS TO SHIP BY A N Y  METHOD, AND  

INCLUDES DELIVERING OR TRANSFERRING OR ATTEMPTING OR 

SOLICITING TO DELIVER OR TRANSFER AN ALCOHOLIC BEVERAGE TO 

BE SHIPPED TO, DELIVERED TO, OR LEFT OR HELD FOR PICK UP BY ANY  

PERSON.]

:|: See. 7. AS 04 .11 .499  is amended by adding new subsections to read:

(b) A person who resides in a municipality or established village that has 

adopted a local option under AS 0 4 .1 1.491(a) or (b) may not purchase alcohol from 

another person who has sent, transported, or brought an alcoholic beverage into the 

municipality or established village in violation of the local option.

(c) In this section,

( 1) "bring" means to carry or convey or to attempt or solicit to carry or

c o n v e y

(2) "send" means to cause to he taken or distributed or to attempt or 

solicit to cause to he taken or distiibutcd, aiul includes use o f  the United States Postal 

Service;

(3) "transport" means to ship by any method, and includes delivering 

or transferring or attempting or soliciting to deliver or transfer an alcoholic beverage 

to be shipped to. delivered to. or left or held for pickup by any person.

* See. 8. AS 04 .1 1 .5 0 7 (0  >s amended to read:

( 0  Notwithstanding any other provisions o f  law, an election under (b) or (c) of  

this section to remove a local option or to change to a less restrictive option than the 

local option previously adopted under AS 0 4 .1 1.49| may not he conducted during the 

first 24 |1 2 |  months after the local option was adopted or more than once in a 36- 

m onth | AN 18-MONI I11 period.

* Sec. 9. AS 04 .16 .020  is amended by adding a new subsection to read:

(c) A person may not purchase alcohol by written order on behall o f  another 

person who resides in a municipality or established village that has adopted a local 

option under A S  0 4 .1 1.491(a)(5) or (b)(4).

•5-
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* Sec. 10. AS 04.16 is amended by adding a new section to read:

See. 04.16.035. Possession o f  ingredients for hom ebrew  in certain areas. A 

person residing in an area that has adopted a local option to prohibit the sale, 

importation, and possession o f  alcoholic beverages under AS 0 4 .11.491(a)(5) or (b)(4) 

may not possess sugar, artificial sugar, malt, yeast, or any other material or equipment 

with the intent to use (lie material or equipment to create an alcoholic beverage.

* See. 11. AS 04.16.180(a) is amended to read:

(a) Except as provided in AS 04.11.015, 0 4 .1 1.150(g), AS 04.16.025, 

04 .16 .050 ,04 .16 .051 , 04.16 .200  - 04.16.210, and AS 04.21.065, a person who violates 

a provision o f  this title or a regulation adopted by the board is guilty, upon conviction, 

of  a class A misdemeanor. Each violation is a separate offense.

* See. 12. AS 0 4 .16.200(e) is amended to read:

(e) A person who sends, transports or brings alcoholic beverages into a 

municipality or established village in violation of AS 1)4.11.499(a) [AS 04.11.499] is, 

upon .onviction,

(1) guilty o f  a class A misdemeanor if the quantity o f  alcoholic 

beverages is less than 10 and one-half liters o f  distilled spirits, 24 liters o f  wine, or 12 

gallons o f  malt beverages; or

(2) guilty o f  a class C felony if the quantity o f  alcoholic beverages is 

10 and one-half liters or more o f  distilled spirits, 24 liters or more of wine, or 12 

gallons or more o f  malt beverages

* See. 13. AS 04.16.200 is amended by adding a new subsection to read:

(f) A person who purchases alcohol m violation o f  AS 0 4 .1 1.499(b) is guilty 

o f  a class A misdemeanor.

* See. 14. AS 04.16.220(a) is untended to read:

(a) The following, are subject to forfeiture:

11) alcoholic bcvciagcs manufactured, sold, offered for sale, possessed 

for sale, or bartered or exchanged for goods ami services in this state in violation of  

AS 0 1.11.010; alcoholic beverages possessed, stocked, warehoused, or otherwise 

stored in violation of A S 04.21.060; alcoholic beverages sold or offered for sale in 

violation o f  a local option adopted under AS 04.11.491; alcoholic beverages
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transported into the state and sold to persons not licensed under this chapter in 

violation o f  AS 0 4 .1 6 .170(b); alcoholic beverages transported in violation of  

AS 04.16.125;

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

sale, possession for sale, or barter or exchange o f  alcoholic beverages for goods and 

services in this slate in violation of AS 04.11.010; materials and equipment used in the 

stocking, warehousing, or storage o f  alcoholic beverages in violation o f  AS 04.21.060; 

materials and equipment used in the sale or offering for sale o f  an alcoholic beverage 

in an area in violation o f  a local option adopted under AS 04.11.491;

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

transportation of

(A) alcoholic beverages manufactured, sold, offered for sale, 

possessed for sale, or bartered or exchanged for goods and services in this state 

in violation of AS 0 4 .11.010;

(13) property stocked, warehoused, or otherwise stored in 

violation o f  AS 04.21.060:

(C) alcoholic beverages imported into a municipality or 

established village in violation of AS 0 4 .1 1.499(a) (AS 04.11.499];

(4) alcoholic beverages found on licensed premises that do not bear 

federal excise stamps if  excise stamps are required under federal law;

(5) alcoholic beverages, materials, or equipment used in violation ol

AS 01.16.175;

(6) money, securities, negotiable instruments, or other things o f  value 

used in financial transactions or items o f  value purchased from the proceeds derived 

from activity prohibited under AS 04.11,010 or in violation o f  a local option adopted 

under AS 0 1 . 11.491;

(7) a firearm used in furtherance o f  a violation of this title.

* Sec. 15. AS 01.16.220(1) is amended to read:

(i) Upon conviction for a violation o f  AS 04.11.010 or 0 4 .1 1.499(a) 

|i» 1.11,499], it an aircrall, vehicle, or watercraft is subject to forfeiture under (a) of  

this section, the court shall, subject to remission to innocent parties under this section,
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(1) order the forfeiture o f  an aircraft to the state;

(2) order the forfeiture o f  a vehicle or watercraft if

(A) the defendant has a prior felony conviction for a violation 

o f  AS 11.41 or a similar law in another jurisdiction;

(B) the defendant is on felony probation or parole;

(C) the defendant has a prior conviction for violating 

AS 0 4 .1 1.010 nr 04.11.499(a) [0 4 .1 1.499]; or

(D) the quantity o f  alcohol transported in violation o f  this title 

was twice the presumptive amounts in AS 0 4 .1 1.010(c).

* Sec. 16. The uncodified law of the State o f  Alaska is amended by adding a new section to 

read:

ALCOHOLIC BEVERAGE DELIVERY SITE PILOT PROJECT, (a) The Alcoholic  

Beverage Control Board established by AS 04 .06 .010  shall, if requested by the local 

governing body o f  Bethel, establish a site in Bethel and. if requested by the local governing 

body of Kotzebue, establish a site in Kotzebue for delivery o f  alcoholic beverages. The 

delivery sites shall be operated as sites designated under AS 0 4 .1 1.491(f) are operated. Each 

site shall, if established, begin operation on July 1, 2008, and shall continue in operation as 

long as a local option under AS 04.1 l.491(a)( I), (2), or (3) or (b)(1) or (2) is in effect in each 

community. However, each site shall stop operation on June 30, 2011, regardless of whether a 

local option is in effect in each community on that date.

(b) 'I'lie delivery site established in Bethel under (a) of this section shall serve as the 

delivery site under AS 04.11.494 for Bethel and shall be established after consultation with 

public, private, and nonprofit agencies in Bethel.

(c) I he delivery site established in Kotzebue under (a) of this section shall serve as 

the delivery site under AS 04.11.494 fur Kotzebue and shall be established after consultation 

with public, private, and nonprofit agencies in Kotzebue.

* See. 17. The uncodified law of the Stale of Alaska is amended by adding a new section to 

read:

TRANSITIO NAL PROVISION. For purposes o f  the limitation on relocation of  

licenses under AS 04.1 l.400(n). enacted by see. 5 o f  this Act. the first "decade" shall extend 

from the effective dale o f  see. 6 of tins Act through March 31, 2010.
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* Sec. 18. The uneodificd law o f  the State o f  Alaska is amended by adding a new section to 

read:

REVISOR'S INSTRUCTIONS, 'flic revisor of statutes is instructed to change the 

heading o f  AS 04.11.499 from "Prohibition o f  importation after election" to "Prohibition of  

importation or purchase after election."

* Sec. 19. Section 16 of this Act is repealed,

* Sec. 20. Section 2 o f  this Act takes effect July 1, 2008.

* Sec. 21. Section 19 o f  this Act takes effect June 30, 2011.

!f! Sec. 22. Except as provided in secs. 20 and 21 o f  this Act, this Act takes eilcct 

immediately under AS 01.10.070(c).
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Alaska, along with many other states, linils itself in the position o f  needing 
to protect residents o f  rural communities from bootleggers o f  alcohol. Various 
alcohol abuse educational programs have been in place in rural Alaska for a 
number o f  years, but they have not served to halt the illegal importation and sale 
o f  alcohol to Alaska’s rural communities. SB 128 curbs bootlegging by allowing  
the A lcoholic Beverage Control (ABC) Board, at the request o f  the communities  
o f  Bethel and Kotzebue, to establish pilot alcohol delivery sites. If opened, these 
sites would operate for a period o f  three years.

Senate Bill 128 is aimed at preventing bootleggers from ordering alcohol 
from numerous package stores in violation o f  the local option. Alcohol Local 
Option Provisions require that the ABC Board, in conjunction with package store 
licensees, create and maintain a database documenting the sale, distribution, and 
purchase o f  alcoholic beverages, ordered in writing, from persons residing in 
damp local option communities. The bill requires that a package store consult the 
database before tilling a written order from a person residing in the local option  
area. The database will be available to package store licensees and their agents 
and employees, law enforcement officers, probation and parole officers, and the 
ABC Board. Information in the database will not be available to the public.

The bill also corrects an inadequacy in stale liquor law that hampers the 
ability o f  large hub communities to attract investment in family oriented 
restaurants. There are now allowances for the transfer o f  a borough license to a 
city within the borough’s borders in order to meet public demand and promote 
economic development.
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S E C T IO N A L  A N A L Y S I S

S E N A T E  B I L L  128

Sections 1 and 2 require the Alaska Beverage Control (ABC) Board, after working with 
package store licensees, to create and maintain a database that keeps track o f  written 
orders for alcohol from persons residing in damp local option communities. A package 
store licensee must consult the database before filling a written order from the local 
option area to ensure that the customer has not already ordered the alcohol that the local 
option allows for that particular month. Any order filled must be immediately entered in 
the database. Failure to enter the information into the database is a class B misdemeanor. 
The information would be used to prevent bootleggers from ordering alcohol from 
numerous package stores in violation o f  the local option. The information in the database 
may only be used as specifically allowed by package stores and law enforcement; the 
information in the database would not be public information.

Section 3 prohibits a package store from shipping alcohol in response to a written order 
from a person residing in a local option area to any address other than the address o f  the 
person ordering the alcohol. However, i f  the person ordering the alcohol lives in an area 
where a community delivery site has been established, the alcohol must be shipped to the 
delivery site.

Sections 4 and 5 correct an omission in state law that docs not allow for transler o f  
liquor licenses in large hub communities from the organized borough to within city limits 
o f  the community. For example, communities like Wasilla, Kcnai, or North Pole may 
have only a few licenses within the city, but the cities serve large populations outside city 
limits. The bill would allow transfer o f  licenses available in the surrounding borough 
into the city center, to promote economic development in businesses such as family- 
oriented restaurants. The transfer would require the approval o f  the governing body o f  
both the borough and the city.

Sections 6, 7, 11, 12 ami 13 prohibit a person from purchasing alcoholic beverages in a 
local option area from another person who is selling the alcohol in violation o f  the local 
option. This conduct would be a class A misdemeanor. Under current law, AS  
04.16.200(b), the person selling alcohol in violation o f  a local option would be guilty o f  a 
class C felony. Sections 6 and 11 include conforming amendments for the new  
provisions in Sections 7 and 12.

Section 8 extends the period alter a local option has been adopted in a community from 
12 to 24 months, before an election may be held to remove the option or to change the 
option to a less restrictive alternative. It would also provide that after a community has 

adopted a local option, an election removing the option or making it less restrictive may 
be held once in a 46 month period, rather than the IS month period in current law.



Secfion 9 prohibits a person from purchasing alcohol by written order on behalf o f  
another person who resides in 1 community that has elected to be dry. The penalty for 
this violation would be a class A  misdemeanor.

Section 10 prohibits a person in a dry local option area from possessing ingredients or 
equipment with the intent to use them in the creation o f  home brew. This conduct would 
be a class A misdemeanor.

Sections 13 and 14 amend the forfeiture provisions for violation o f  AS 04.11.499. The 
law would allow for the forfeiture o f  alcohol that was purchased from a person who 
brought the alcohol into the community in violation o f  the community’s local option. 
They would not allow for the forfeiture o f  an airplane or other vehicle upon conviction o f  
a person for the purchase o f  alcohol from a bootlegger.

Section 15 would allow the ABC Board to establish pilot alcohol delivery sites in Bethel 
and Kotzebue, i f  the Board is requested by either community to do so. If opened, the 
sites would operate for a period o f  three years.

Sections 16 -  20 include an instruction to the rcvisor o f  statutes and effective dates.

(updated 05 13 07)
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Informational Primer on State Liquor 
Law Effect on Local Economic 
Development
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T he City of W asilla, in  p a r tn e rsh ip  w ith  cities, boroughs, an d  developers from  
around  the S ta te  is seek ing  to rectify an  inadequacy  in  s ta te  liquor law  th a t  
h am p ers  the  ab ility  of hub  com m unities to a t tra c t  in v es tm e n t in h igh-end  an d  
fam ily  o rien ted  re s ta u ra n ts . S ta te  law  c u rren tly  allow s for 1 such  license for 
every 3,000 resid en ts  of a com m unity, so in  com m unities such  as W asilla, 
K enai, or N orth  Pole th ere  m ay be only 2-3 fu ll liquo r licenses allocated to go 
around  for re s ta u ra n ts  to use. The problem  is  th ese  com m unities serve 
popu la tion  a reas  outside of th e ir  city lim its  w hich a re  m any  tim es th e ir  own 
city popu la tion  th u s  p rov id ing  a la rge  m a rk e t for r e s ta u ra n ts . Since so few 
licenses are  fallowed an d  th e re  is no w ay to au g m en t th e  n u m b e r of liquor 
licenses allow ed in  a city th e  re su lt is a lack  of d in ing  options, p a rticu la rly  
h igh  end or fam ily o rien ted  d in ing  options in  th ese  com m unities an d  th e ir 
su rro u n d in g  areas.

T he City of W asilla  itse lf  h a s  been  approached  by n u m erous h ig h e r  end  and 
fam ily o rien ted  d in ing  groups in te re s ted  in  locating  in  o u r city, only to learn  
such  location is im possible because a la rge  com ponent of th e ir  b u sin ess  m odel 
is th e  sa le  of w ine an d  m ixed d rin k s  w ith  d in n er, which they  canno t do here 
w ithou t an  o u tland ish  outlay  of cap ita l to secure an  ex is tin g  liquor license 
from  w ith in  th e  closed liquor license m arket.

In s tead  of seek ing  to crea te  m ore liquor licenses we feel i t  w ould be good public 
policy to use ex isting  licenses m ore efficiently  by m aking  use of ex isting  
borough allocated licenses in hub  cities w ith in  those boroughs.

We are  suggesting  the  s ta te  liquor license law  be changed  in the following 
ways:

1. R es tau ran ts  w ithin  cities shou ld  be allowed to use beverage d ispensary  
liquor licenses allocated to th e ir boroughs w hen and only w hen both th e  city 
and  borough agree to such a  use.

S in c e  fh o s a  lic e n s e s  a r e  n l lo c . i t e d  to  th e  b o r o u g h s  to  s e r v e  t h e i r  

p o p u la t io n s  a n d  th e  c it ie s  n e t a s  th e  c o m m e r c ia l h u h  s e r v ic in g  th e s e  

s a m e  p o p u la t io n s  i t  w o u ld  s e e m  lo g ic a l t h a t a  b o r o u g h  c o u ld  t r a n s f e r  

o n e  o f 'i t s  lic e n s e s  to  c i t y  c o n t r o l to  m e e t b o r o u g h  c o m m e r c ia l n e e d s .



2. Such tran sfe rs  would only be allow ed for re s ta u ra n ts  tra n sfe rr in g  beverage 
d isp en sary  liquor Lcenses.

T h is  le g is la t io n  i s  n o t in t e n d e d  to  a l lo w  f o r  p r o l i f e r a t io n  o f  p a c k a g e  

L iq u o r s to r e s , b a r s , o r  o t h e r  l i q u o r  d is t r ib u t io n  v e n u e s  o u ts id e  o f  s i t -  

d o w n  d in in g  e s ta b lis h m e n ts .

3. S uch tran sfe rs  should  only be allow ed in boroughs w ith  a population of
40,000 or more.

S in c e  t h is  le g is la t io n  i s  in t e n d e d  to  s e r v ic e  th e  n e e d s  o f  la r g e r  s u b u r b a n  

p o p u la t io n s  i t  s e e m s  lo g ic a l to  p e r m i t  i t  o n ly  w h e re  s u c h  p o p u la t io n s  a r e  

la r g e  e n o u g h  to  w a r r a n t s u c h  a c t io n .

P lease  contact Casey Reynolds, Economic D evelopm ent P la n n e r  for the City of 
W asilla  a t  (907) 373-9030 to discuss o u r ideas and  the process o change liquor 
license law s in  A laska.
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R e :  I n  s u p p o r t  o f  S B  1 2 8

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

t o  t h e  h e a l t h ,  s a f e t y ,  a n d  w e l f a r e  t o  t h e  p e o p l e  o f  t h e  T a n a n a  C h i e f s  C o n f e r e n c e  

R e g i o n .  S e n a t e  B i l l  1 2 8  p r o p o s e s  t o  t a k e  s e v e r a l  s t e p s  f o r w a r d  i n  i m p r o v i n g  t h e  

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

•  W e  s u p p o r t  t h e  e s t a b l i s h m e n t  o f  a  s t a t e w i d e  d a t a b a s e  d e s i g n e d  t o  a l l o w  a  

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

m i g h t  o t h e r w i s e  g o  i n t o  a  r e s t r i c t e d  a r e a  u n d e r  A S  0 4 . 1 1 . 1 5 0 ( g ) .

•  T h e  p r o v i s i o n  t o  p r o h i b i t  s h i p m e n t  o f  a l c o h o l  t o  a d d r e s s e s  o t h e r  t h a n  

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

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

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

i l l e g a l l y  i m p o r t s  t h a t  a l c o h o l  i n t o  t h e i r  o w n  v i l l a g e ,

•  E x t e n d i n g  t h e  t i m e f r a m e  t h a t  l o c a l  o p t i o n  l a w  m a y  b e  c o n d u c t e d  t o  a  l e s s  

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

m o r e  t h a n  o n c e  a r e  b o t h  e x c e l l e n t  a m e n d m e n t s  t o  e x i s t i n g  l a w ,  a l l o w i n g  

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



•  W e  s u p p o r t  t h e  p r o v i s i o n  w h i c h  a d d s  a  p r o h i b i t i o n  o n  p o s s e s s i o n  o f  

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

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

a n o t h e r  p e r s o n  w h o  h a d  t r a n s p o r t e d  it i l l e g a l l y  i n t o  a  v i l l a g e .

T h a n k  y o u  f o r  c o n s i d e r a t i o n  o f  o u r  s u p p o r t  f o r  t h e  m e a s u r e s  i n  S e n a t e  B i l l  1 2 8 ,  

a n d  f o r  y o u r  h a r d  w o r k  d u r i n g  t h i s  l e g i s l a t i v e  s e s s i o n .

S i n c e r e l y ,

J e r r y  I s a a c ,  P r e s i d e n t

T a n a n a  C h i e f s  C o n f e r e n c e  

1 2 2  F i r s t  A v e  

F a i r b a n k s ,  A K  9 9 7 0 1  
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Good Afternoon. Thank you for this opportunity to testify on SB 128. My name is 
Loretta Bullard. I am President ofKawerak, the regional non-profit consortium providing 
non-health services throughout the Bering Straits Region o f  Alaska. I also serve on the 
Alaska Rural Justice and Law Enforcement Commission representing Village Public 
Safety Officer contractors in the State.

Alcohol and substance abuse is the nucleus around which many o f  rural Alaska’s social 
problems revolve. Alcohol is a contributing factor in many, if  not the majority o f  
suicides, homicides, child sexual abuse and physical neglect, domestic violence 
situations, and accidental death and injuries in rural Alaska. It is a 100% factor in 
children diagnosed to be FAS and FAE. I estimate that 90% o f  the Alaska Natives 
serving time in Alaska correctional facilities, are serving time for offenses conducted 
under the influence o f  alcohol, for consuming alcohol while on probation, or for 
importing or brewing alcohol in violation o f  local option laws. Alcohol abuse has a huge 
impact on Alaska families and on the State fiscal situation.

I am testifying in support o f  SB 128. Many o f  the provisions contained m SB 128 arc 
practical solutions that were developed as part o f  the RJLC work group process. In this 
process, we had individuals from around the State o f  Alaska participate in work groups to 
develop options for consideration by the Commission, which if  implemented, would 
improve mral justice and safety throughout the State o f  Alaska. Work group members 
included representatives from the Department o f  Law, Department o f  Public Safety, rural 
residents, Alaska Legal Services, Alaska Federation o f  Natives as well as several 
Commissioners.

Provisions contained in SB 128 will help to curtail the importation o f  alcohol into 
communities that have opted to be damp or dry under Alaska Statutes by:

- Creating a statewide data base that will enable package store outlets to confirm 
that duplicate shipments arc not being shipped to any particular individual in 
violation o f  the limits imposed by law. Currently, an individual could order 20 
shipments from 20 different outlets -  much o f  which would no doubt be 
bootlegged. This would greatly curtail bootlegging activity in rural Alaska.

- Requires that alcohol shipments only be shipped to a purchaser's heme address.
This prevents alcohol from being shipped to nearby damp or wet communities, 
and then subsequently being imported into dry communities in violation o f  the 
local option law.

- Providing the opportunity for Bethel and Kotzebue to set up Alcohol Beverage 
Delivery Site Pilot Projects, As we understand it, Barrow established such a site a 
number o f  years ago which has proven to be a huge success in controlling the 
amount and delivery o f  alcoholic beverages into their community.

The language would also limit the ability o f  a community to remove a local option or 
change to a less restrictive option such that a rcvotc could not be conducted during the 
first 24 months after the local option was adopted or more than once in a 36 month 
period. Phis would give the community time to fully experience whether the local option



law is working for Ihe community -  and limit flip flopping due to organizing by very 
persuasive individuals at the local level.

The recommendations in SB 128 primarily address the supply side o f  the issue. I 
encourage the Alaska legislature to also make additional funds available to address the 
demand for and treatment o f  alcohol and substance abuse. Alaska families, 
communities and the State budget would benefit i f  the State proactively explored and set 
in place means to prevent and minimize the impact alcohol and substance abuse has on 
Alaska’s communities and families, before problems occur -  as opposed to locking up 
individuals after the fact.

While the provisions contained in SB 12c! reflect only a small portion o f  the options that 
were developed, if  implemented, they are a step in the right direction. Attached to my 
testimony, is a list o f  the options that were developed by the Alcohol workgroup for the 
consideration o f  the Commission. I wanted to note that there are many more options that 
have not yet been fully explored and recommended by the Commission, simply because 
we ran out o f  funding to continue our work.

Unfortunately, the Rural Justice and Law Enforcement Commission’s funding got tied up 
in the federal budget "continuing resolution no-carmark" policy, such that the 
Commission has not received 2007 federal funds to continue our work. A request was 
submitted to the State Legislature in February by the Commission asking for stop gap 
funding to help the Commission continue its work until such lime as federal funding 
again becomes available. Since its inception in 2004, the Commission has been funded by 
federal receipts. I hope that the legislature will sec fit to support this very worthwhile 
commission.

Thank you for this opportunity to testify.
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